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�5HJLVWUDQW¶V�WHOHSKRQH�QXPEHU��LQFOXGLQJ�DUHD�FRGH�

6HFXULWLHV�UHJLVWHUHG�SXUVXDQW�WR�6HFWLRQ����E��RI�WKH�$FW�

7LWOH�RI�HDFK�FODVV 1DPH�RI�HDFK�H[FKDQJH�RQ�ZKLFK�UHJLVWHUHG
&RPPRQ�6WRFN��SDU�YDOXH���������SHU�VKDUH 1$6'$4�*OREDO�6HOHFW�0DUNHW

6HFXULWLHV�UHJLVWHUHG�SXUVXDQW�WR�6HFWLRQ����J��RI�WKH�([FKDQJH�$FW��1RQH

,QGLFDWH�E\�FKHFN�PDUN�LI�WKH�UHJLVWUDQW�LV�D�ZHOO�NQRZQ�VHDVRQHG�LVVXHU��DV�GHILQHG�LQ�5XOH�����RI�WKH�6HFXULWLHV�$FW��<HV�>B@���������1R
>;@

,QGLFDWH�E\�FKHFN�PDUN�LI�WKH�UHJLVWUDQW�LV�QRW�UHTXLUHG�WR�ILOH�UHSRUWV�SXUVXDQW�WR�6HFWLRQ����RU�6HFWLRQ����G��RI�WKH�$FW��<HV�>B@��������
1R�>;@

,QGLFDWH�E\�FKHFN�PDUN�ZKHWKHU� WKH� UHJLVWUDQW� ����KDV� ILOHG�DOO� UHSRUWV� UHTXLUHG� WR�EH� ILOHG�E\�6HFWLRQ����RU����G��RI� WKH�6HFXULWLHV
([FKDQJH�$FW�RI������GXULQJ�WKH�SUHFHGLQJ����PRQWKV��RU�IRU�VXFK�VKRUWHU�SHULRG�WKDW�WKH�UHJLVWUDQW�ZDV�UHTXLUHG�WR�ILOH�VXFK�UHSRUWV��
DQG�����KDV�EHHQ�VXEMHFW�WR�VXFK�ILOLQJ�UHTXLUHPHQWV�IRU�WKH�SDVW����GD\V��<HV�>;@�1R�>B@

,QGLFDWH� E\� FKHFN� PDUN� ZKHWKHU� WKH� UHJLVWUDQW� KDV� VXEPLWWHG� HOHFWURQLFDOO\� DQG� SRVWHG� RQ� LWV� FRUSRUDWH� :HEVLWH�� LI� DQ\�� HYHU\
,QWHUDFWLYH�'DWD�)LOH� UHTXLUHG� WR� EH� VXEPLWWHG� DQG� SRVWHG� SXUVXDQW� WR�5XOH� ���� RI�5HJXODWLRQ�6�7� ��� �������� RI� WKLV� �� GXULQJ� WKH
SUHFHGLQJ����PRQWKV��RU�IRU�VXFK�VKRUWHU�SHULRG�WKDW�WKH�UHJLVWUDQW�ZDV�UHTXLUHG�WR�VXEPLW�DQG�SRVW�VXFK�ILOHV��<HV�>;@���������1R�>B@

,QGLFDWH�E\�FKHFN�PDUN�LI�GLVFORVXUH�RI�GHOLQTXHQW�ILOHUV�SXUVXDQW�WR�,WHP�����RI�5HJXODWLRQ�6�.�LV�QRW�FRQWDLQHG�KHUHLQ��DQG�ZLOO�QRW
EH�FRQWDLQHG��WR�WKH�EHVW�RI�UHJLVWUDQW¶V�NQRZOHGJH��LQ�GHILQLWLYH�SUR[\�RU�LQIRUPDWLRQ�VWDWHPHQWV�LQFRUSRUDWHG�E\�UHIHUHQFH�LQ�3DUW�,,,
RI�WKLV�)RUP����.�RU�DQ\�DPHQGPHQW�WR�WKLV�)RUP����.��>B@

,QGLFDWH�E\�FKHFN�PDUN�ZKHWKHU� WKH� UHJLVWUDQW� LV� D� ODUJH� DFFHOHUDWHG� ILOHU�� DQ� DFFHOHUDWHG� ILOHU�� D�QRQ�DFFHOHUDWHG� ILOHU�� RU� D� VPDOOHU
UHSRUWLQJ�FRPSDQ\��6HH�WKH�GHILQLWLRQV�RI�³ODUJH�DFFHOHUDWHG�ILOHU�´�³DFFHOHUDWHG�ILOHU´�DQG�³VPDOOHU�UHSRUWLQJ�FRPSDQ\´�LQ�5XOH���E��
RI�WKH�([FKDQJH�$FW�

/DUJH�$FFHOHUDWHG�)LOHU�>B@ $FFHOHUDWHG�)LOHU�>;@
� �

1RQ�$FFHOHUDWHG�)LOHU�>B@ 6PDOOHU�UHSRUWLQJ�FRPSDQ\�>B@
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�'R�QRW�FKHFN�LI�D�VPDOOHU�UHSRUWLQJ�FRPSDQ\�

,QGLFDWH�E\�FKHFN�PDUN�ZKHWKHU�UHJLVWUDQW�LV�D�VKHOO�FRPSDQ\��DV�GHILQHG�LQ�5XOH���E���RI�WKH�$FW���<HV�>B@���������1R�>;@
�
$V�RI�-XQH�����������WKH� ODVW�EXVLQHVV�GD\�RI� WKH� UHJLVWUDQW¶V�PRVW� UHFHQWO\�FRPSOHWHG�VHFRQG�ILVFDO�TXDUWHU��� WKH�DJJUHJDWH�PDUNHW
YDOXH� RI� WKH� VKDUHV� RI� WKH� UHJLVWUDQW¶V� FRPPRQ� VWRFN� KHOG� E\� QRQ�DIILOLDWHV� �EDVHG� XSRQ� WKH� FORVLQJ� VDOH� SULFH� RI� VXFK� VKDUHV� DV
UHSRUWHG�RQ�WKH�1$6'$4�*OREDO�6HOHFW�0DUNHW��ZDV�DSSUR[LPDWHO\�������PLOOLRQ��6KDUHV�RI�WKH�UHJLVWUDQW¶V�FRPPRQ�VWRFN�KHOG�E\
HDFK�H[HFXWLYH�RIILFHU� DQG�GLUHFWRU� DQG�HDFK�E\�HDFK�SHUVRQ�ZKR�RZQV�����RU�PRUH�RI� WKH�RXWVWDQGLQJ�FRPPRQ�VWRFN�KDYH�EHHQ
H[FOXGHG� IURP� WKH�FDOFXODWLRQ� LQ� WKDW� VXFK�SHUVRQV�PD\�EH�GHHPHG� WR�EH�DIILOLDWHV�RI� WKH� UHJLVWUDQW��7KLV�GHWHUPLQDWLRQ�RI� DIILOLDWH
VWDWXV�LV�QRW�QHFHVVDULO\�D�FRQFOXVLYH�GHWHUPLQDWLRQ�IRU�RWKHU�SXUSRVHV�
�
7KHUH�ZHUH�D�WRWDO�RI������������VKDUHV�RI�WKH�UHJLVWUDQW¶V�FRPPRQ�VWRFN�RXWVWDQGLQJ�DV�RI�0DUFK���������
�

'2&80(176�,1&25325$7('�%<�5()(5(1&(�
�
3RUWLRQV�RI�WKH�5HJLVWUDQW¶V�3UR[\�6WDWHPHQW�IRU�LWV������$QQXDO�0HHWLQJ�RI�6WRFNKROGHUV�WR�EH�ILOHG�ZLWK�WKH�&RPPLVVLRQ�ZLWKLQ����
GD\V�DIWHU�WKH�FORVH�RI�WKH�5HJLVWUDQW¶V�ILVFDO�\HDU�DUH�LQFRUSRUDWHG�E\�UHIHUHQFH�LQWR�3DUW�,,,�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�
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� � �
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,WHP��� 0DUNHW�IRU�5HJLVWUDQW¶V�&RPPRQ�(TXLW\��5HODWHG�6WRFNKROGHU�0DWWHUV�DQG�,VVXHU�3XUFKDVHV�RI�(TXLW\�6HFXULWLHV ��
,WHP��� 6HOHFWHG�)LQDQFLDO�'DWD ��
,WHP��� 0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�2SHUDWLRQV ��
,WHP��$� 4XDQWLWDWLYH�DQG�4XDOLWDWLYH�'LVFORVXUHV�$ERXW�0DUNHW�5LVN� ��
,WHP��� )LQDQFLDO�6WDWHPHQWV�DQG�6XSSOHPHQWDU\�'DWD� ��
,WHP��� &KDQJHV�LQ�DQG�'LVDJUHHPHQWV�ZLWK�$FFRXQWDQWV�RQ�$FFRXQWLQJ�DQG�)LQDQFLDO�'LVFORVXUH� ��
,WHP��$� &RQWUROV�DQG�3URFHGXUHV� ��
,WHP��%�� 2WKHU�LQIRUPDWLRQ ��

�
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,WHP���� 'LUHFWRUV��([HFXWLYH�2IILFHUV�DQG�&RUSRUDWH�*RYHUQDQFH� ��
,WHP���� ([HFXWLYH�&RPSHQVDWLRQ� ��
,WHP���� 6HFXULW\�2ZQHUVKLS�RI�&HUWDLQ�%HQHILFLDO�2ZQHUV�DQG�0DQDJHPHQW�DQG�5HODWHG�6WRFNKROGHU�0DWWHUV� ��
,WHP���� &HUWDLQ�5HODWLRQVKLSV�DQG�5HODWHG�7UDQVDFWLRQV��DQG�'LUHFWRU�,QGHSHQGHQFH� ��
,WHP���� 3ULQFLSDO�$FFRXQWLQJ�)HHV�DQG�6HUYLFHV ��
� � �
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,WHP���� ([KLELWV��)LQDQFLDO�6WDWHPHQW�6FKHGXOHV� ��
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6SHFLDO�1RWH�5HJDUGLQJ�)RUZDUG�/RRNLQJ�6WDWHPHQWV

,Q� DGGLWLRQ� WR� KLVWRULFDO� LQIRUPDWLRQ�� WKLV� UHSRUW� FRQWDLQV� IRUZDUG�ORRNLQJ� VWDWHPHQWV� ZLWKLQ� WKH� PHDQLQJ� RI� 6HFWLRQ� ��$� RI� WKH
6HFXULWLHV�$FW�RI�������DV�DPHQGHG��DQG�6HFWLRQ���(�RI� WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG��:H�XVH�ZRUGV�VXFK�DV
³EHOLHYH�´� ³H[SHFW�´� ³DQWLFLSDWH�´� ³SURMHFW�´� ³WDUJHW�´� ³SODQ�´� ³RSWLPLVWLF�´� ³LQWHQG�´� ³DLP�´� ³ZLOO´�RU� VLPLODU� H[SUHVVLRQV�ZKLFK� DUH
LQWHQGHG� WR� LGHQWLI\� IRUZDUG�ORRNLQJ� VWDWHPHQWV�� 6XFK� VWDWHPHQWV� LQFOXGH�� DPRQJ� RWKHUV�� WKRVH� FRQFHUQLQJ� PDUNHW� DQG� LQGXVWU\
VHJPHQW�JURZWK�DQG�GHPDQG�DQG�DFFHSWDQFH�RI�QHZ�DQG�H[LVWLQJ�SURGXFWV��H[SHFWDWLRQV�UHJDUGLQJ�JRYHUQPHQWDO�DSSURYDOV�RI�RXU�QHZ
SURGXFWV��H[SHFWHG�SUHIHUHQWLDO� WD[� WUHDWPHQW�RI�RXU�35&�VXEVLGLDU\��*XL]KRX�7DLEDQJ��DQ\�SURMHFWLRQV�RI� VDOHV��HDUQLQJV�� UHYHQXH�
PDUJLQV� RU� RWKHU� ILQDQFLDO� LWHPV�� DQ\� VWDWHPHQWV� RI� WKH� SODQV�� VWUDWHJLHV� DQG� REMHFWLYHV� RI�PDQDJHPHQW� IRU� IXWXUH� RSHUDWLRQV�� DQ\
VWDWHPHQWV�UHJDUGLQJ�IXWXUH�HFRQRPLF�FRQGLWLRQV�RU�SHUIRUPDQFH��DV�ZHOO�DV�DOO�DVVXPSWLRQV��H[SHFWDWLRQV��SUHGLFWLRQV�� LQWHQWLRQV�RU
EHOLHIV�DERXW�IXWXUH�HYHQWV��<RX�DUH�FDXWLRQHG�WKDW�DQ\�VXFK�IRUZDUG�ORRNLQJ�VWDWHPHQWV�DUH�QRW�JXDUDQWHHV�RI�IXWXUH�SHUIRUPDQFH�DQG
LQYROYH� ULVNV�DQG�XQFHUWDLQWLHV�� DV�ZHOO� DV�DVVXPSWLRQV��ZKLFK�� LI� WKH\�ZHUH� WR�HYHU�PDWHULDOL]H�RU�SURYH� LQFRUUHFW�� FRXOG�FDXVH� WKH
UHVXOWV� RI� WKH� &RPSDQ\� WR� GLIIHU� PDWHULDOO\� IURP� WKRVH� H[SUHVVHG� RU� LPSOLHG� E\� VXFK� IRUZDUG�ORRNLQJ� VWDWHPHQWV�� 5LVNV� DQG
XQFHUWDLQWLHV� WKDW� FRXOG� FDXVH� DFWXDO� UHVXOWV� WR� GLIIHU�PDWHULDOO\� IURP� WKRVH� DQWLFLSDWHG� LQFOXGH� ULVNV� UHODWHG� WR�� DPRQJ� RWKHUV�� RXU
DELOLW\� WR�RYHUFRPH�FRPSHWLWLRQ� IURP� ORFDO�DQG�RYHUVHDV�SKDUPDFHXWLFDO� HQWHUSULVHV��GHFUHDVH� LQ� WKH�DYDLODELOLW\��RU� LQFUHDVH� LQ� WKH
FRVW��RI�SODVPD��IDLOXUH�WR�REWDLQ�35&�JRYHUQPHQWDO�DSSURYDO� WR�LQFUHDVH�UHWDLO�SULFHV�RI�FHUWDLQ�RI�RXU�ELRSKDUPDFHXWLFDO�SURGXFWV�
GLIILFXOW\�LQ�VHUYLFLQJ�RXU�GHEW�� ORVV�RI�NH\�PHPEHUV�RI�RXU�VHQLRU�PDQDJHPHQW��DQG�XQH[SHFWHG�FKDQJHV�LQ�WKH�35&�JRYHUQPHQW¶V
UHJXODWLRQ�RI� WKH�ELRSKDUPDFHXWLFDO� LQGXVWU\� LQ�&KLQD��RU�FKDQJHV� LQ�&KLQD¶V�HFRQRPLF�VLWXDWLRQ�DQG� OHJDO�HQYLURQPHQW��$GGLWLRQDO
GLVFORVXUHV� UHJDUGLQJ�IDFWRUV� WKDW�FRXOG�FDXVH�RXU� UHVXOWV�DQG�SHUIRUPDQFH� WR�GLIIHU� IURP�UHVXOWV�RU�SHUIRUPDQFH�DQWLFLSDWHG�E\� WKLV
UHSRUW�DUH�GLVFXVVHG�LQ�,WHP��$�³5LVN�)DFWRUV�´

5HDGHUV�DUH�XUJHG� WR�FDUHIXOO\� UHYLHZ�DQG�FRQVLGHU� WKH�YDULRXV�GLVFORVXUHV�PDGH�E\�XV� LQ� WKLV� UHSRUW�DQG�RXU�RWKHU� ILOLQJV�ZLWK� WKH
6(&��7KHVH�UHSRUWV�DWWHPSW�WR�DGYLVH�LQWHUHVWHG�SDUWLHV�RI�WKH�ULVNV�DQG�IDFWRUV�WKDW�PD\�DIIHFW�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG
UHVXOWV� RI� RSHUDWLRQV� DQG� SURVSHFWV�� 7KH� IRUZDUG�ORRNLQJ� VWDWHPHQWV�PDGH� LQ� WKLV� UHSRUW� VSHDN� RQO\� DV� RI� WKH� GDWH� KHUHRI� DQG�ZH
GLVFODLP�DQ\�REOLJDWLRQ��H[FHSW�DV�UHTXLUHG�E\�ODZ��WR�SURYLGH�XSGDWHV��UHYLVLRQV�RU�DPHQGPHQWV�WR�DQ\�IRUZDUG�ORRNLQJ�VWDWHPHQWV�WR
UHIOHFW�FKDQJHV�LQ�RXU�H[SHFWDWLRQV�RU�IXWXUH�HYHQWV�

8VH�RI�7HUPV

([FHSW�DV�RWKHUZLVH�LQGLFDWHG�E\�WKH�FRQWH[W�DQG�IRU�WKH�SXUSRVHV�RI�WKLV�UHSRUW�RQO\��UHIHUHQFHV�LQ�WKLV�UHSRUW�WR�

³&KLQD�%LRORJLF�´� WKH�³&RPSDQ\�´�³ZH�´�³XV�´�RU�³RXU�´�DUH� WR� WKH�FRPELQHG�EXVLQHVV�RI�&KLQD�%LRORJLF�3URGXFWV�� ,QF���D
'HODZDUH�FRUSRUDWLRQ��DQG�LWV�GLUHFW�DQG�LQGLUHFW�VXEVLGLDULHV�

x�

³7DLEDQJ� %LRORJLFDO´� DUH� WR� RXU� ZKROO\� RZQHG� VXEVLGLDU\� 7DLEDQJ� %LRORJLFDO� /LPLWHG�� D� %9,� FRPSDQ\�� IRUPHUO\� /RJLF
([SUHVV�/LPLWHG�

x�

³7DLEDQJ�+ROGLQJV´�DUH�WR�RXU�ZKROO\�RZQHG�VXEVLGLDU\�7DLEDQJ�+ROGLQJV��+RQJ�.RQJ��/LPLWHG��D�+RQJ�.RQJ�FRPSDQ\�
IRUPHUO\�/RJLF�+ROGLQJV��+RQJ�.RQJ��/LPLWHG�

x�

³7DLEDQJ�%LRWHFK´�DUH� WR�RXU�ZKROO\�RZQHG� VXEVLGLDU\�7DLEDQJ�%LRWHFK� �6KDQGRQJ��&R���/WG��� D�35&�FRPSDQ\�� IRUPHUO\
/RJLF�0DQDJHPHQW�DQG�&RQVXOWLQJ��&KLQD��&R���/WG��

x�

³7DLEDQJ�%HLMLQJ´�DUH�WR�RXU�ZKROO\�RZQHG�VXEVLGLDU\�7DLEDQJ��%HLMLQJ��3KDUPDFHXWLFDO�5HVHDUFK�,QVWLWXWH�&R���/WG���D�35&
FRPSDQ\��IRUPHUO\�/RJLF�7DLEDQJ�%LRWHFK�,QVWLWXWH��%HLMLQJ��

x�

³'DOLQ´�DUH�WR�RXU�ZKROO\�RZQHG�VXEVLGLDU\�*XL\DQJ�'DOLQ�%LRORJLF�7HFKQRORJLHV�&R���/WG���D�35&�FRPSDQ\�x�
³6KDQGRQJ�7DLEDQJ´�DUH� WR�RXU�PDMRULW\�RZQHG�VXEVLGLDU\�6KDQGRQJ�7DLEDQJ�%LRORJLFDO�3URGXFWV�&R��/WG���D�VLQR�IRUHLJQ
MRLQW�YHQWXUH�LQFRUSRUDWHG�LQ�&KLQD�

x�

³7DLEDQJ�0HGLFDO´�DUH�WR�RXU�ZKROO\�RZQHG�VXEVLGLDU\�6KDQGRQJ�7DLEDQJ�0HGLFDO�&RPSDQ\��D�35&�FRPSDQ\�x�
³*XL]KRX�7DLEDQJ´�DUH�WR�RXU�PDMRULW\�RZQHG�VXEVLGLDU\�*XL]KRX�7DLEDQJ�%LRORJLFDO�3URGXFWV�&R���/WG���D�35&�FRPSDQ\�
IRUPHUO\�*XL\DQJ�4LDQIHQJ�%LRORJLFDO�3URGXFWV�&R���/WG��

x�

³+XLWLDQ´�DUH�WR�RXU�HTXLW\�PHWKRG�LQYHVWPHQW�;L¶DQ�+XLWLDQ�%ORRG�3URGXFWV�&R���/WG���D�35&�FRPSDQ\�x�
³%9,´�DUH�WR�WKH�%ULWLVK�9LUJLQ�,VODQGV�x�
³+RQJ�.RQJ´�DUH�WR�WKH�+RQJ�.RQJ�6SHFLDO�$GPLQLVWUDWLYH�5HJLRQ�RI�WKH�3HRSOH¶V�5HSXEOLF�RI�&KLQD�x�
³35&´�DQG�³&KLQD´�DUH�WR�WKH�3HRSOH¶V�5HSXEOLF�RI�&KLQD�x�
³6(&´�DUH�WR�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�x�
³6HFXULWLHV�$FW´�DUH�WR�WKH�6HFXULWLHV�$FW�RI�������DV�DPHQGHG�x�
³([FKDQJH�$FW´�DUH�WR�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG�x�
³5HQPLQEL´�DQG�³50%´�DUH�WR�WKH�OHJDO�FXUUHQF\�RI�&KLQD��DQGx�
³8�6��GROODUV�´�³GROODUV´�DQG�³�´�DUH�WR�WKH�OHJDO�FXUUHQF\�RI�WKH�8QLWHG�6WDWHV�x�

�
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,7(0����%86,1(66�

2YHUYLHZ�RI�2XU�%XVLQHVV

:H� DUH� D� ELRSKDUPDFHXWLFDO� FRPSDQ\�� WKURXJK� RXU� LQGLUHFW� PDMRULW\�RZQHG� 35&� VXEVLGLDULHV�� 6KDQGRQJ� 7DLEDQJ� DQG� *XL]KRX
7DLEDQJ��DQG�RXU�PLQRULW\�RZQHG�35&�LQYHVWHH��+XLWLDQ��SULQFLSDOO\�HQJDJHG�LQ�WKH�UHVHDUFK��GHYHORSPHQW��PDQXIDFWXULQJ�DQG�VDOHV
RI� KXPDQ� SODVPD�EDVHG� SKDUPDFHXWLFDO� SURGXFWV� LQ�&KLQD�� 6KDQGRQJ�7DLEDQJ� RSHUDWHV� IURP�RXU�PDQXIDFWXULQJ� IDFLOLW\� ORFDWHG� LQ
7DL¶DQ��6KDQGRQJ�3URYLQFH� DQG�*XL]KRX�7DLEDQJ�RSHUDWHV� IURP�RXU�PDQXIDFWXULQJ� IDFLOLW\� ORFDWHG� LQ�*XL\DQJ��*XL]KRX�3URYLQFH�
2XU�PLQRULW\�RZQHG� LQYHVWHH��+XLWLDQ�� RSHUDWHV� IURP� LWV� IDFLOLW\� LQ�6KDDQ[L�3URYLQFH��7KH�KXPDQ�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO
PDQXIDFWXULQJ� LQGXVWU\� LQ� &KLQD� LV� KLJKO\� UHJXODWHG� E\� ERWK� SURYLQFLDO� DQG� FHQWUDO� JRYHUQPHQWV��$FFRUGLQJO\�� WKH�PDQXIDFWXULQJ
SURFHVV� RI� RXU� SURGXFWV� LV� VWULFWO\� PRQLWRUHG� IURP� WKH� LQLWLDO� FROOHFWLRQ� RI� SODVPD� IURP� KXPDQ� GRQRUV� WR� ILQLVKHG� SURGXFWV�� 2XU
SULQFLSDO�SURGXFWV�LQFOXGH�RXU�DSSURYHG�KXPDQ�DOEXPLQ�DQG�LPPXQRJOREXOLQ�SURGXFWV�

:H� DUH� DSSURYHG� WR� VHOO� KXPDQ� DOEXPLQ�ZLWK� GRVDJHV� RI� ������PO�� ������PO�� ������PO�� ������PO�� ������PO�� ������PO� DQG
������PO�� +XPDQ� DOEXPLQ� LV� RXU� WRS�VHOOLQJ� SURGXFW�� 6DOHV� RI� WKHVH� KXPDQ� DOEXPLQ� SURGXFWV� UHSUHVHQWHG� DSSUR[LPDWHO\� ������
������DQG�������RI�RXU�WRWDO�VDOHV�IRU�HDFK�RI�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\��+XPDQ�DOEXPLQ�LV
SULQFLSDOO\� XVHG� WR� LQFUHDVH� EORRG� YROXPH� ZKLOH� LPPXQRJOREXOLQ�� RQH� RI� RXU� RWKHU� PDMRU� SURGXFWV�� LV� XVHG� IRU� FHUWDLQ� GLVHDVH
SUHYHQWLRQ� DQG� FXUHV�� 2XU� DSSURYHG� KXPDQ� DOEXPLQ� DQG� LPPXQRJOREXOLQ� SURGXFWV� XVH� KXPDQ� SODVPD� DV� WKH� EDVLF� UDZ�PDWHULDO�
$OEXPLQ�KDV�EHHQ�XVHG�IRU�DOPRVW����\HDUV�WR�WUHDW�FULWLFDOO\�LOO�SDWLHQWV�E\�UHSODFLQJ�ORVW�IOXLG�DQG�PDLQWDLQLQJ�DGHTXDWH�EORRG�YROXPH
DQG�SUHVVXUH��$OO�RI�RXU�SURGXFWV�DUH�SUHVFULSWLRQ�PHGLFLQHV�DGPLQLVWHUHG�LQ�WKH�IRUP�RI�LQMHFWLRQV�

:H�VHOO�RXU�SURGXFWV�WR�FXVWRPHUV�LQ�WKH�35&��PDLQO\�KRVSLWDOV�DQG�LQRFXODWLRQ�FHQWHUV�GLUHFWO\�RU�WKURXJK�DSSURYHG�GLVWULEXWRUV��:H
XVXDOO\�VLJQ�VKRUW�WHUP�FRQWUDFWV�ZLWK�FXVWRPHUV�DQG�WKHUHIRUH�RXU�ODUJHVW�FXVWRPHUV�KDYH�FKDQJHG�RYHU�WKH�\HDUV��)RU�WKH�\HDUV�HQGHG
'HFHPEHU����������������DQG�������RXU�WRS���FXVWRPHUV�DFFRXQWHG�IRU�DSSUR[LPDWHO\��������������DQG��������UHVSHFWLYHO\��RI�RXU
WRWDO�VDOHV��$V�ZH�FRQWLQXH�WR�GLYHUVLI\�RXU�JHRJUDSKLF�SUHVHQFH��FXVWRPHU�EDVH�DQG�SURGXFW�PL[��ZH�H[SHFW�WKDW�RXU�ODUJHVW�FXVWRPHUV
ZLOO�FRQWLQXH�WR�FKDQJH�IURP�\HDU�WR�\HDU�

:H�RSHUDWH�DQG�PDQDJH�RXU�EXVLQHVV�DV�D�VLQJOH�VHJPHQW��:H�GR�QRW�DFFRXQW�IRU�WKH�UHVXOWV�RI�RXU�RSHUDWLRQV�RQ�D�JHRJUDSKLF�RU�RWKHU
EDVLV�

2XU�SULQFLSDO�H[HFXWLYH�RIILFHV�DUH�ORFDWHG�DW���WK�)ORRU��-LDORQJ�,QWHUQDWLRQDO�%XLOGLQJ�����&KDR\DQJ�3DUN�5RDG��&KDR\DQJ�'LVWULFW�
%HLMLQJ� �������� WKH� 3HRSOH¶V� 5HSXEOLF� RI� &KLQD�� 2XU� FRUSRUDWH� WHOHSKRQH� QXPEHU� LV� ����� ������������� DQG� RXU� ID[� QXPEHU� LV
������������������:H�PDLQWDLQ� D�ZHEVLWH� DW� KWWS���ZZZ�FKLQDELRORJLF�FRP� WKDW� FRQWDLQV� LQIRUPDWLRQ�DERXW�RXU� FRPSDQ\��EXW� WKDW
LQIRUPDWLRQ�LV�QRW�SDUW�RI�WKLV�UHSRUW�

2XU�+LVWRU\�DQG�%DFNJURXQG

&KLQD�%LRORJLF�3URGXFWV��,QF��ZDV�RULJLQDOO\�LQFRUSRUDWHG�RQ�'HFHPEHU����������XQGHU� WKH�ODZV�RI� WKH�6WDWH�RI�7H[DV�DV�6KHSKHUG
)RRG� (TXLSPHQW�� ,QF�� 2Q� 1RYHPEHU� ���� ������ 6KHSKHUG� )RRG� (TXLSPHQW�� ,QF�� FKDQJHG� LWV� FRUSRUDWH� QDPH� WR� 6KHSKHUG� )RRG
(TXLSPHQW��,QF��$FTXLVLWLRQ�&RUS���ZKLFK�LV�WKH�VXUYLYRU�RI�D�0D\����������PHUJHU�ZLWK�*5&�+ROGLQJV��,QF��RU�*5&��,Q�WKH�PHUJHU�
WKH�&RPSDQ\�DGRSWHG�WKH�$UWLFOHV�RI�,QFRUSRUDWLRQ�DQG�%\�/DZV�RI�*5&�DQG�FKDQJHG�LWV�FRUSRUDWH�QDPH�WR�*5&�+ROGLQJV��,QF��2Q
-DQXDU\����� ������ D�3ODQ�RI�&RQYHUVLRQ�EHFDPH�HIIHFWLYH�SXUVXDQW� WR�ZKLFK�*5&�ZDV� FRQYHUWHG� LQWR� D�'HODZDUH� FRUSRUDWLRQ� DQG
FKDQJHG�LWV�QDPH�WR�&KLQD�%LRORJLF�3URGXFWV��,QF�

$FTXLVLWLRQ�RI�7DLEDQJ�%LRORJLFDO

2Q�-XO\�����������ZH�FRPSOHWHG�D� UHYHUVH�DFTXLVLWLRQ�ZLWK�7DLEDQJ�%LRORJLFDO��ZKHUHE\�ZH� LVVXHG� WR� WKH�VKDUHKROGHUV�RI�7DLEDQJ
%LRORJLFDO������������ VKDUHV�RI�RXU� FRPPRQ� VWRFN� LQ� H[FKDQJH� IRU������RI� WKH� LVVXHG�DQG�RXWVWDQGLQJ� VKDUHV�RI� FDSLWDO� VWRFN�RI
7DLEDQJ�%LRORJLFDO�DQG� LWV�PDMRULW\�RZQHG�&KLQHVH�RSHUDWLQJ�VXEVLGLDU\��6KDQGRQJ�7DLEDQJ��$V�D�UHVXOW�RI� WKH�UHYHUVH�DFTXLVLWLRQ�
7DLEDQJ� %LRORJLFDO� EHFDPH� RXU� ����� RZQHG� VXEVLGLDU\�� WKH� IRUPHU� VKDUHKROGHUV� RI� 7DLEDQJ� %LRORJLFDO� EHFDPH� RXU� FRQWUROOLQJ
VWRFNKROGHUV� ZLWK� ������ RI� RXU� FRPPRQ� VWRFN� DQG� 6KDQGRQJ� 7DLEDQJ� EHFDPH� RXU� ������� PDMRULW\�RZQHG� LQGLUHFW� VXEVLGLDU\�
6KDQGRQJ�7DLEDQJ� LV� D� VLQR�IRUHLJQ� MRLQW� YHQWXUH� FRPSDQ\� HVWDEOLVKHG� RQ� 2FWREHU� ���� �����ZLWK� D� UHJLVWHUHG� FDSLWDO� RI� 50%��
PLOOLRQ��WKHQ�DSSUR[LPDWHO\�������PLOOLRQ��

$FTXLVLWLRQ�RI�3ODVPD�6WDWLRQV

,Q�'HFHPEHU� ������ RXU� VXEVLGLDU\�� 6KDQGRQJ�7DLEDQJ�� DFTXLUHG� DOO� WKH� DVVHWV� RI� ILYH� SODVPD� VWDWLRQV� LQ� 6KDQGRQJ� 3URYLQFH��:H
REWDLQHG�WKH�SHUPLW�WR�RSHUDWH�WKH�VWDWLRQV�LQ�-DQXDU\�������,Q�$SULO�������6KDQGRQJ�7DLEDQJ�DFTXLUHG�FHUWDLQ�DVVHWV�RI�WZR�SODVPD
VWDWLRQV�LQ�*XDQJ[L�3URYLQFH��7KH�WZR�SODVPD�VWDWLRQV�REWDLQHG�WKHLU�RSHUDWLQJ�SHUPLWV�LQ�)HEUXDU\�DQG�$SULO�������UHVSHFWLYHO\�

�
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:H�DFTXLUHG�WKH�DVVHWV�RI�WKHVH�SODVPD�VWDWLRQV�WKURXJK�VHSDUDWH�6KDQGRQJ�7DLEDQJ�VXEVLGLDULHV��VSHFLDOO\�IRUPHG�IRU�WKLV�SXUSRVH�
7KH�VXEVLGLDULHV�KROGLQJ�VL[�RI�RXU�QHZ�SODVPD�VWDWLRQV�DUH� WKH�;LD�-LQ�3ODVPD�&RPSDQ\�� WKH�4L�+H�3ODVPD�&RPSDQ\�� WKH�+H�=H
3ODVPD�&RPSDQ\�� WKH�+XDQ�-LDQJ�3ODVPD�&RPSDQ\�� WKH�/LDR�&KHQJ�3ODVPD�&RPSDQ\��DQG� WKH�=KDQJ�4LX�3ODVPD�&RPSDQ\��7KH
VHYHQWK�SODVPD�VWDWLRQ� LV�KHOG�E\� WKH�)DQJ�&KHQJ�3ODVPD�&RPSDQ\��ZKLFK�DW� WKH� WLPH�ZDV�����RZQHG�E\�6KDQGRQJ�7DLEDQJ�DQG
����RZQHG�E\�)HQJ�/LQ��DQ�XQUHODWHG�WKLUG�SDUW\��2Q�-DQXDU\�����������6KDQGRQJ�7DLEDQJ�DFTXLUHG�WKH�����QRQ�FRQWUROOLQJ�LQWHUHVW
LQ� WKH�)DQJ�&KHQJ�3ODVPD�&RPSDQ\��DQG� LW� LV�QRZ�ZKROO\�RZQHG�E\�6KDQGRQJ�7DLEDQJ�� ,Q�-DQXDU\�������6KDQGRQJ�7DLEDQJ�DOVR
VLJQHG�D� OHWWHU�RI� LQWHQW� WR�DFTXLUH�FHUWDLQ�DVVHWV�RI�D�SODVPD�VWDWLRQ�LQ�*XDQJ[L�3URYLQFH��KRZHYHU��ZH�KDYH�QRW�FRQVXPPDWHG�WKLV
DFTXLVLWLRQ�DV�WKH�SHUPLW�IRU�WKLV�VWDWLRQ�LV�LQ�GLVSXWH��DV�GHVFULEHG�LQ�,WHP����³/HJDO�3URFHHGLQJV�´

,Q�-XQH�������ZH�UHFHLYHG�DSSURYDO�IURP�WKH�*XDQJ[L�3URYLQFH�%XUHDX�RI�+HDOWK�WR�VHW�XS�D�QHZ�SODVPD�FROOHFWLRQ�VWDWLRQ�LQ�3X�%HL
&RXQW\��*XDQJ[L�3URYLQFH��7KH�QHZ�SODVPD�FROOHFWLRQ�VWDWLRQ�ZLOO�EH�ORFDWHG�LQ�WKH�&HQWUDOL]HG�,QGXVWU\�=RQH�RI�3X�%HL�&RXQW\�DQG
ZKHQ� LW�EHFRPHV�RSHUDWLRQDO�� LW�FRXOG� UHSODFH�RXU�H[LVWLQJ�)DQJ�&KHQJ�3ODVPD�&ROOHFWLRQ�6WDWLRQ�ZLWK�D�PRUH�VWUDWHJLF� ORFDWLRQ� WR
LQFUHDVH�FROOHFWLRQ�YROXPHV��+RZHYHU��GXH�WR�GLVDJUHHPHQW�DPRQJ�ORFDO�JRYHUQPHQW�EUDQFKHV�RQ�WKH�DSSURYDO�RI�WKH�SODVPD�VWDWLRQ�
WKH�PDQDJHPHQW�LV�XQFHUWDLQ�ZKHWKHU�WKLV�VWDWLRQ�ZLOO�EH�DSSURYHG�RU�ZKHQ�LW�ZLOO�EH�DSSURYHG��7KH�PDQDJHPHQW�LV�VWLOO�ZRUNLQJ�ZLWK
WKH�ORFDO�JRYHUQPHQW�IRU�WKH�DSSURYDO�RI�WKH�3X�%HL�3ODVPD�6WDWLRQ�

2Q�-DQXDU\�����������6KDQGRQJ�7DLEDQJ�HQWHUHG�LQWR�DQ�HTXLW\�WUDQVIHU�DJUHHPHQW�ZLWK�<XQFKHQJ�=LJXDQJ�%LRWHFKQRORJ\�&R���/WG��
RU�<XQFKHQJ�=LJXDQJ��ORFDWHG�LQ�<XQFKHQJ��6KDQGRQJ�3URYLQFH��8QGHU�WKH�WHUPV�RI�WKH�HTXLW\�WUDQVIHU�DJUHHPHQW��6KDQGRQJ�7DLEDQJ
DJUHHG� WR� SXUFKDVH� ����� RI� <XQFKHQJ� =LJXDQJ¶V� HTXLW\� LQWHUHVW� DW� D� SXUFKDVH� SULFH� RI� 50%� ����������� �WKHQ� DSSUR[LPDWHO\
�������������ZKLFK�ZDV�SDLG�RQ�)HEUXDU\�����������7KH�SXUSRVH�RI� WKLV�DFTXLVLWLRQ�LV�IRU�UHORFDWLRQ�RI�6KDQGRQJ�7DLEDQJ¶V�+H�=H
3ODVPD� &RPSDQ\� LQWR� WKH� QHDUE\� <XQFKHQJ� =LJXDQJ� IDFLOLW\�� ,Q� )HEUXDU\� ������ WKH� +H� =H� 3ODVPD� &RPSDQ\� PRYHG� LQWR� WKH
<XQFKHQJ�=LJXDQJ�IDFLOLW\�DQG�EHJDQ�FROOHFWLQJ�SODVPD��&XUUHQWO\�<XQFKHQJ�=LJXDQJ�KDV�QR�RWKHU�RSHUDWLRQV�

2Q�-XO\����������6KDQGRQJ�7DLEDQJ�LQYHVWHG�50%������������WKHQ�DSSUR[LPDWHO\�����������WR�HVWDEOLVK�D�ZKROO\�RZQHG�VXEVLGLDU\�
1LQJ�<DQJ�3ODVPD�&RPSDQ\��LQ�6KDQGRQJ�3URYLQFH��7KH�1LQJ�<DQJ�3ODVPD�&RPSDQ\�REWDLQHG�LWV�RSHUDWLQJ�SHUPLWV�IURP�UHOHYDQW
35&�DXWKRULWLHV�RQ�-XO\�����������DQG�FRPPHQFHG�FROOHFWLRQ�RSHUDWLRQ�LQ�-XO\�������

2Q�-XO\�����������6KDQGRQJ�7DLEDQJ�LQYHVWHG�DQRWKHU�50%������������WKHQ�DSSUR[LPDWHO\�����������WR�HVWDEOLVK�D�ZKROO\�RZQHG
VXEVLGLDU\�� <LVKXL� 3ODVPD� &RPSDQ\�� LQ� 6KDQGRQJ� 3URYLQFH�� 7KH�<L� 6KXL� 3ODVPD� &RPSDQ\� REWDLQHG� LWV� RSHUDWLQJ� SHUPLWV� IURP
UHOHYDQW�35&�DXWKRULWLHV�RQ�'HFHPEHU����������DQG�FRPPHQFHG�FROOHFWLRQ�RSHUDWLRQ�LQ�'HFHPEHU�������

(VWDEOLVKPHQW�RI�7DLEDQJ�0HGLFDO

,Q�6HSWHPEHU�������6KDQGRQJ�7DLEDQJ�HVWDEOLVKHG�D�ZKROO\�RZQHG�VXEVLGLDU\��7DLEDQJ�0HGLFDO� �NQRZQ�WKHQ�DV�6KDQGRQJ�0LVVLOH
0HGLFDO�&R���/WG���ZLWK�UHJLVWHUHG�FDSLWDO�RI�����������IXOO\�SDLG�RQ�0DUFK����������2Q�)HEUXDU\����������7DLEDQJ�0HGLFDO�REWDLQHG�D
GLVWULEXWLRQ�OLFHQVH�IRU�ELRORJLFDO�SURGXFWV��H[FHSW�IRU�YDFFLQH��IURP�WKH�6KDQGRQJ�)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ��7KH�UHJLVWUDWLRQ�RI
7DLEDQJ�0HGLFDO�ZDV�XOWLPDWHO\�DSSURYHG�E\�6KDQGRQJ�3URYLQFLDO�'HSDUWPHQW�RI�)RUHLJQ�7UDGH�DQG�(FRQRPLF�&RRSHUDWLRQ�RQ�-XO\
��� ����� DQG�7DLEDQJ�0HGLFDO�ZDV� UHJLVWHUHG� RQ� -XO\� ���� ������7KH� VFRSH� RI� EXVLQHVV� LV�ZKROHVDOH� RI� ELRORJLFDO� SURGXFWV�� H[FHSW
YDFFLQHV��ZLWK�D�OLFHQVH�SHULRG�RI����\HDUV�IURP�WKH�GDWH�RI�UHJLVWUDWLRQ�

2Q�$XJXVW�����������ZH�FKDQJHG�7DLEDQJ�0HGLFDO¶V�QDPH�WR�6KDQGRQJ�7DLEDQJ�0HGLFDO�&RPSDQ\��,Q�DGGLWLRQ��WKH�UHJLVWHUHG�FDSLWDO
RI�7DLEDQJ�0HGLFDO�ZDV�LQFUHDVHG�E\�50%������������WKHQ�DSSUR[LPDWHO\�����������WR�����������DQG�YDFFLQH�ZDV�DOVR�DGGHG�WR�WKH
VFRSH�RI�EXVLQHVV�

2Q� -XO\� ��� ������ 7DLEDQJ� %LRWHFK� HQWHUHG� LQWR� DQ� HTXLW\� WUDQVIHU� DJUHHPHQW� WR� SXUFKDVH� ����� RI� WKH� HTXLW\� LQWHUHVW� LQ� 7DLEDQJ
0HGLFDO�IURP�6KDQGRQJ�7DLEDQJ�ZLWK�D�FDVK�SXUFKDVH�SULFH�RI�50%������������WKHQ�DSSUR[LPDWHO\������������7KH�HTXLW\�WUDQVIHU
ZDV�UHJLVWHUHG�ZLWK�WKH�ORFDO�$GPLQLVWUDWLRQ�IRU�,QGXVWU\�DQG�&RPPHUFH��RU�$,&��RQ�6HSWHPEHU����������DQG�WKH�SXUFKDVH�SULFH�ZDV
IXOO\�SDLG�RQ�6HSWHPEHU�����������:LWK� WKLV�HTXLW\� WUDQVIHU��7DLEDQJ�0HGLFDO� LV�QRZ�RXU� LQGLUHFW�ZKROO\�RZQHG�VXEVLGLDU\�DQG�ZH
ZLOO�EH�DEOH�WR�FRQVROLGDWH�LWV�UHVRXUFHV�LQ�WKH�VDOH�DQG�PDUNHWLQJ�RI�6KDQGRQJ�7DLEDQJ�DQG�*XL]KRX�7DLEDQJ¶V�SURGXFWV�

2Q�6HSWHPEHU�����������7DLEDQJ�0HGLFDO�REWDLQHG�UHQHZHG�GLVWULEXWLRQ�OLFHQVH�IRU�ELRORJLFDO�SURGXFWV��LQFOXGLQJ�YDFFLQH��IURP�WKH
6KDQGRQJ�)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ��IRU�D�OLFHQVH�SHULRG�RI�ILYH�\HDUV�WLOO�6HSWHPEHU����������

)RUPDWLRQ�RI�+RQJ�.RQJ�6XEVLGLDU\

2Q�'HFHPEHU� ���� ������ ZH� HVWDEOLVKHG�7DLEDQJ�+ROGLQJV�� RXU� ZKROO\�RZQHG�+RQJ�.RQJ� VXEVLGLDU\�� IRU� WKH� SXUSRVH� RI� EHLQJ� D
KROGLQJ�FRPSDQ\�IRU�RXU�PDMRULW\�LQWHUHVW�LQ�'DOLQ�

�
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'DOLQ�$FTXLVLWLRQ�DQG�(QWUXVWPHQW�$JUHHPHQW

:H�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�����LQWHUHVW�LQ�'DOLQ�LQ�$SULO������XSRQ�SD\PHQW�RI�����RI�WKH�SXUFKDVH�SULFH��:H�VXEVWDQWLDOO\
SDLG� WKH� UHPDLQLQJ� ����RI� WKH� SXUFKDVH� SULFH��50%������������ �WKHQ� DSSUR[LPDWHO\� ������������� RQ�$SULO� ��� ������ WKH� RQH�\HDU
DQQLYHUVDU\�RI�WKH�DSSURYDO�RI�WKH�HTXLW\�WUDQVIHU�E\�WKH�ORFDO�$,&�

2Q�-DQXDU\����������ZH�HQWHUHG�LQWR�DQ�HTXLW\�WUDQVIHU�DJUHHPHQW�ZLWK�6KDRZHQ�)DQ�WR�DFTXLUH�WKH�UHPDLQLQJ�����PLQRULW\�LQWHUHVW�LQ
'DOLQ�IRU�D�SXUFKDVH�SULFH�RI�50%�������������WKHQ�DSSUR[LPDWHO\��������������7KH�HTXLW\�WUDQVIHU�ZDV�UHJLVWHUHG�ZLWK�WKH�ORFDO�$,&
RQ�-DQXDU\����������DQG�WKH�SXUFKDVH�SULFH�ZDV�IXOO\�SDLG�DV�RI�)HEUXDU\����������LQ�DFFRUGDQFH�ZLWK�WKH�HTXLW\�WUDQVIHU�DJUHHPHQW�
:LWK�WKLV�HTXLW\�WUDQVIHU��'DOLQ�LV�QRZ�WKH�&RPSDQ\¶V�LQGLUHFW�ZKROO\�RZQHG�VXEVLGLDU\�

2Q�$SULO� ��� ������ 7DLEDQJ� %LRORJLFDO� HQWHUHG� LQWR� DQ� DJUHHPHQW� ZLWK� 6KDQGRQJ� ,QVWLWXWH�� WKH� QRQFRQWUROOLQJ� LQWHUHVW� KROGHUV� LQ
6KDQGRQJ�7DLEDQJ��SXUVXDQW�WR�ZKLFK�6KDQGRQJ�,QVWLWXWH�ZRXOG�SURYLGH�DQ�DGYDQFH�WR�DVVLVW�7DLEDQJ�%LRORJLFDO¶V�SXUFKDVH�RI�����LQ
'DOLQ¶V� HTXLW\� LQWHUHVWV�� 8QGHU� WKH� WHUPV� RI� WKH� DJUHHPHQW�� 6KDQGRQJ� ,QVWLWXWH� DJUHHG� WR� SURYLGH� DGYDQFH� RI� ����������
�50%�������������UHSUHVHQWLQJ��������RI�RXU�SXUFKDVH�FRQVLGHUDWLRQ�LQ�'DOLQ�WR�XV�IRU�RQH�\HDU��EHDULQJ�LQWHUHVW�HTXDO�WR�WKH�KLJKHU
RI�D�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�LQFRPH�RI�'DOLQ�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������RU����SHU�DQQXP��2Q�$SULO����������
ZH�IXOO\�SDLG�WKH�DGYDQFH�IURP�6KDQGRQJ�,QVWLWXWH�DQG�WKH�LQWHUHVW�RI�DSSUR[LPDWHO\������PLOOLRQ��ZKLFK�ZDV�OHVV�WKDQ�RXU�SUHYLRXV
HVWLPDWH� E\� DSSUR[LPDWHO\� ����� PLOOLRQ��:H� UHFRUGHG� WKH� GLIIHUHQFH� EHWZHHQ� WKH� SUHYLRXV� HVWLPDWH� DQG� DFWXDO� SD\PHQW� LQ� RWKHU
LQFRPH�RI�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�FRPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

$V�SDUW�RI�RXU�GXH�GLOLJHQFH�LQYHVWLJDWLRQ�LQWR�'DOLQ�DQG�LWV�RSHUDWLQJ�VXEVLGLDU\��*XL]KRX�7DLEDQJ��ZH�GLVFRYHUHG�WKDW�RXU�LQGLUHFW
LQWHUHVW�LQ�*XL]KRX�7DLEDQJ�DFTXLUHG�XQGHU�WKH�HTXLW\�WUDQVIHU�DJUHHPHQW�PD\�EH�GLOXWHG�WR�DV�ORZ�DV���������7KH�ORFDO�$,&�UHFRUGV
VKRZ�'DOLQ� DV� D� ���� VKDUHKROGHU� RI�*XL]KRX�7DLEDQJ�� KRZHYHU�� WKH�$,&� UHFRUGV� GR� QRW� UHIOHFW� D� SRWHQWLDO� LVVXDQFH� RI�*XL]KRX
7DLEDQJ¶V�HTXLW\�LQWHUHVWV�WR�FHUWDLQ�LQYHVWRUV�LQ�0D\�������SXUVXDQW�WR�D�FDSLWDO�LQFUHDVH�DJUHHPHQW��*XL]KRX�7DLEDQJ�KDV�UHFHLYHG
WKH�FRQVLGHUDWLRQ� IRU� WKH�SRWHQWLDO� LVVXDQFH�RI�HTXLW\� LQWHUHVWV��EXW� WKH� LQFUHDVH� LQ� UHJLVWHUHG�FDSLWDO� DQG� WKH� UHODWHG� LVVXDQFH�RI� WKH
HTXLW\� LQWHUHVW�KDV�QRW�\HW�EHHQ�UHJLVWHUHG�ZLWK� WKH� ORFDO�$,&��SHQGLQJ� WKH�RXWFRPH�RI�D�PLQRULW\�VKDUHKROGHU�VXLW�DJDLQVW�*XL]KRX
7DLEDQJ�DQG�LWV�WKHQ�VKDUHKROGHUV��DOOHJLQJ�YLRODWLRQ�RI�WKH�VKDUHKROGHU¶V�ULJKW�RI�ILUVW�UHIXVDO�LQ�FRQQHFWLRQ�ZLWK�WKH�0D\������HTXLW\
LVVXDQFH��)RU�GHWDLOV�UHJDUGLQJ�WKH�*XL]KRX�7DLEDQJ�VKDUHKROGHU�VXLW�DQG�RXU�SRVLWLRQ�ZLWK�UHVSHFW�WR�WKH�0D\������HTXLW\�LVVXDQFH�RI
*XL]KRX�7DLEDQJ¶V�HTXLW\�LQWHUHVWV��VHH�RXU�GLVFORVXUH�XQGHU�,WHP���³/HJDO�3URFHHGLQJV´�KHUHLQ�

*XL]KRX�7DLEDQJ� RZQHG� VHYHQ� SODVPD� FROOHFWLRQ� VWDWLRQV� DW� WKH� WLPH� RI� RXU� DFTXLVLWLRQ�� RI�ZKLFK� ILYH� KDG� EHHQ� LQ� RSHUDWLRQ� DQG
FROOHFWLQJ�DSSUR[LPDWHO\�����WRQV�RI�SODVPD�VXSSO\�SHU�\HDU��ZLWK�DQ�DQQXDO�FDSDFLW\�RI�����WRQV�

2Q�'HFHPEHU�����������WKH�*XL\DQJ�$,&�DSSURYHG�*XL]KRX�7DLEDQJ¶V�DSSOLFDWLRQ�WR�FKDQJH�LWV�QDPH�WR�*XL]KRX�7DLEDQJ�%LRORJLFDO
3URGXFWV� &R��� /WG��:H� H[SHFW� WKDW� WKH� QDPH� FKDQJH� ZLOO� IDFLOLWDWH� RXU� SURPRWLRQ� RI� WKH� ³7DLEDQJ´� EUDQG� QDPH� DQG� IXUWKHU� WKH
&RPSDQ\¶V�LQWHJUDWLRQ�RI�LWV�PDUNHWLQJ�HIIRUWV�

2Q� 1RYHPEHU� ���� ������ WKH� &RPSDQ\� HVWDEOLVKHG� *XL\DQJ� *XL]KRX� 7DLEDQJ� %LRORJLFDO� 7HFKQRORJ\� &R��� /WG��� D� ZKROO\�RZQHG
VXEVLGLDU\�RI�*XL]KRX�7DLEDQJ��LQ�*XL\DQJ��*XL]KRX��IRU�WKH�SXUSRVH�RI�UHVHDUFK�DQG�GHYHORSPHQW�RI�SODFHQWD�EDVHG�SURGXFWV�

2Q� -XO\� ���� ������ WKH� *XL]KRX� 3URYLQFLDO� +HDOWK� 'HSDUWPHQW� LVVXHG� WKH� UHYLVHG� ³3ODQ� IRU� *XL]KRX� 3URYLQFLDO� %ORRG� &ROOHFWLRQ
,QVWLWXWLRQDO� 6HWWLQJ� �����������´� ZKLFK� OLPLWV� WKH� QXPEHU� RI� FRXQWLHV� WKDW� DUH� SHUPLWWHG� WR� VHW� XS� SODVPD� FROOHFWLRQ� VWDWLRQV� LQ
*XL]KRX�3URYLQFH�WR�IRXU�FRXQWLHV��WKH�³*XL]KRX�3ODQ´���$V�D�UHVXOW�RI�WKH�LPSOHPHQWDWLRQ�RI�WKH�*XL]KRX�3ODQ��WKH�OLFHQVHV�RI�IRXU
DFWLYH�SODVPD�FROOHFWLRQ�VWDWLRQV�LQ�'DQ�=KDL��:HL�1LQJ��6DQ�6XL�DQG�1D�<RQJ�FRXQWLHV�RZQHG�E\�*XL]KRX�7DLEDQJ�ZHUH�QRW�UHQHZHG
DIWHU� WKHLU�UHVSHFWLYH�SODVPD�FROOHFWLRQ�SHUPLWV�H[SLUHG�DW� WKH�HQG�RI�-XO\�������7KH�OLFHQVHV�RI� LWV�SODVPD�FROOHFWLRQ�VWDWLRQV� LQ�3X
'LQJ�DQG�+XDQJ�3LQJ�FRXQWLHV��ORFDWLRQV�SHUPLWWHG�XQGHU�WKH�*XL]KRX�3ODQ��ZHUH�UHQHZHG�XQWLO�-XO\�����������7KHVH�IRXU�VWDWLRQV�LQ
'DQ�=KDL��:HL�1LQJ��6DQ�6XL�DQG�1D�<RQJ�FRXQWLHV�WRJHWKHU�DFFRXQWHG�IRU�DSSUR[LPDWHO\����������PRQWKV�RI�RSHUDWLRQ��DQG������
RI� WKH� &RPSDQ\¶V� WRWDO� SODVPD� FROOHFWLRQ� E\� YROXPH� IRU� WKH� \HDU� HQGHG�'HFHPEHU� ���� ����� DQG� ������ UHVSHFWLYHO\�� ,Q� DGGLWLRQ�
*XL]KRX� 7DLEDQJ¶V� LQDFWLYH� SODVPD� FROOHFWLRQ� VWDWLRQ� LQ� *XL]KRX� 3URYLQFH� WKDW� ZDV� SXUFKDVHG� IURP� WKH� JRYHUQPHQW� LQ� ����� LV
XQOLNHO\�WR�EH�OLFHQVHG�DV�SODQQHG��EHFDXVH�LW�LV�LQ�=KHQJ\XDQ�&RXQW\��D�ORFDWLRQ�QRW�LQFOXGHG�LQ�WKH�*XL]KRX�3ODQ��$V�D�UHVXOW�RI�WKH
FORVXUH� RI� WKH� DERYH� SODVPD� FROOHFWLRQ� VWDWLRQV�� FHUWDLQ� HTXLSPHQW�� RIILFH� IXUQLWXUH�� EXLOGLQJ� LPSURYHPHQW� DQG� SODVPD� FROOHFWLRQ
SHUPLWV�ZHUH�DEDQGRQHG�DQG�ZULWWHQ�RII�GXULQJ�WKH�WKUHH�PRQWKV�HQGHG�6HSWHPEHU����������

+XLWLDQ�$FTXLVLWLRQ

:H�SXUFKDVHG�D�����LQWHUHVW�LQ�+XLWLDQ�DW�D�SXUFKDVH�SULFH�RI�50%�������������WKHQ�DSSUR[LPDWHO\�������������LQ�2FWREHU������
+XLWLDQ�LV�D�PDQXIDFWXUHU�RI�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV�LQ�6KDDQ[L�3URYLQFH�DQG�LV�RQH�RI�RQO\����VXFK�PDQXIDFWXUHUV
LQ� &KLQD� ZKLFK� DUH� JRYHUQPHQW� DSSURYHG�� 6KDDQ[L� 3URYLQFH�� ZKLFK� KDV� D� SRSXODWLRQ� RI� ��� PLOOLRQ�� KDV� KDG� D� KLVWRULFDOO\� KLJK
FROOHFWLRQ�YROXPH�ZLWK�DSSUR[LPDWHO\�WHQ�SODVPD�FROOHFWLRQ�VWDWLRQV�LQ�RSHUDWLRQ��FROOHFWLQJ�DSSUR[LPDWHO\�����WRQV�RI�SODVPD�VXSSO\
HDFK�\HDU��2QO\�IRXU�RI�WKH�FROOHFWLRQ�VWDWLRQV�LQ�6KDDQ[L�3URYLQFH�DUH�JRYHUQPHQW�DSSURYHG�DQG�WKUHH�RI�WKHVH�DUH�RZQHG�E\�+XLWLDQ�
+XLWLDQ�SURGXFHV�DERXW����WRQV�RI�SODVPD�EDVHG�SURGXFWV�SHU�\HDU�DQG�KDV�����WRQV�RI�DQQXDO�SURGXFWLRQ�FDSDFLW\��:H�EHOLHYH�+XLWLDQ
SURYLGHV�D�VWURQJ�ORQJ�WHUP�JURZWK�SRWHQWLDO��+XLWLDQ�LV�LQ�FRPSOLDQFH�ZLWK�*03�VWDQGDUGV�DQG�LW�LV�DOVR�DSSURYHG�E\�WKH�6)'$�IRU
WKH�SURGXFWLRQ�RI�+XPDQ�$OEXPLQ��+XPDQ�,PPXQRJOREXOLQ��+XPDQ�,PPXQRJOREXOLQ�IRU�,QWUDYHQRXV�,QMHFWLRQ��DQG�+XPDQ�+HSDWLWLV
%�,PPXQRJOREXOLQ�SURGXFWV�

�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



)RUPDWLRQ�RI�35&�6XEVLGLDULHV

2Q�'HFHPEHU�����������RXU�+RQJ�.RQJ�VXEVLGLDU\��7DLEDQJ�+ROGLQJV��HVWDEOLVKHG�7DLEDQJ�%LRWHFK�IRU� WKH�SXUSRVH�RI�KROGLQJ�RXU
PDMRULW\�LQWHUHVW�LQ�'DOLQ�DQG�WR�IDFLOLWDWH�RXU�&KLQHVH�RSHUDWLRQV�DW�WKH�KROGLQJ�FRPSDQ\�OHYHO��2Q�'HFHPEHU�����������WKH�&RPSDQ\
WUDQVIHUUHG�LWV�����HTXLW\�LQWHUHVW�LQ�'DOLQ�IURP�7DLEDQJ�+ROGLQJV�WR�7DLEDQJ�%LRWHFK�WR�FRPSOHWH�WKLV�SURFHVV�

2Q�$XJXVW����������7DLEDQJ�%LRWHFK�IRUPHG�D�ZKROO\�RZQHG�VXEVLGLDU\��7DLEDQJ�%HLMLQJ��ZLWK�D�UHJLVWHUHG�FDSLWDO�RI�50%���PLOOLRQ
�WKHQ�DSSUR[LPDWHO\������������7DLEDQJ�%HLMLQJ�ZDV�HVWDEOLVKHG�WR�RSHUDWH�DOO�UHVHDUFK�DQG�GHYHORSPHQW�DFWLYLWLHV�RI�WKH�&RPSDQ\
DQG�LWV�VXEVLGLDULHV�

&RUSRUDWH�6WUXFWXUH

7KH�IROORZLQJ�FKDUW�UHIOHFWV�RXU�FXUUHQW�FRUSRUDWH�RUJDQL]DWLRQDO�VWUXFWXUH�

�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



2XU�,QGXVWU\

3ODVPD�&ROOHFWLRQ�LQ�&KLQD

7KH�FROOHFWLRQ�RI�KXPDQ�SODVPD�LQ�&KLQD�LV�JHQHUDOO\�LQIOXHQFHG�E\�D�QXPEHU�RI�IDFWRUV�VXFK�DV�JRYHUQPHQW�UHJXODWLRQV��JHRJUDSKLFDO
ORFDWLRQV�RI� FROOHFWLRQ� VWDWLRQV�� VDQLWDU\� FRQGLWLRQV�RI� FROOHFWLRQ� VWDWLRQV�� OLYLQJ� VWDQGDUGV�RI� WKH�GRQRUV�� DQG� FXOWXUDO� DQG� UHOLJLRXV
EHOLHIV�� 8QWLO� ������ RQO\� OLFHQVHG� 3ODVPDSKHUHVLV� VWDWLRQV� RZQHG� DQG� RSHUDWHG� E\� WKH� JRYHUQPHQW� FRXOG� FROOHFW� KXPDQ� SODVPD�
)XUWKHUPRUH�� HDFK� FROOHFWLRQ� VWDWLRQ� ZDV� RQO\� DOORZHG� WR� VXSSO\� SODVPD� WR� WKH� RQH� PDQXIDFWXUHU� WKDW� KDG� VLJQHG� WKH� ³4XDOLW\
5HVSRQVLELOLW\´�VWDWHPHQW�ZLWK�WKHP��+RZHYHU��LQ�0DUFK�������WKH�0LQLVWU\�RI�+HDOWK�SURPXOJDWHG�FHUWDLQ�³0HDVXUHV�RQ�5HIRUPLQJ
3ODVPD�&ROOHFWLRQ�6WDWLRQV�´�RU�WKH�%ORRG�&ROOHFWLRQ�0HDVXUHV��ZKHUHE\�WKH�RZQHUVKLS�DQG�PDQDJHPHQW�RI�35&�SODVPD�VWDWLRQV�DUH
UHTXLUHG� WR� EH� WUDQVIHUUHG� WR� SODVPD�EDVHG� ELRSKDUPDFHXWLFDO� FRPSDQLHV� DQG� WKH� ORFDO� JRYHUQPHQW� LV� FKDUJHG� ZLWK� UHJXODWRU\
VXSHUYLVLRQ�DQG�DGPLQLVWUDWLYH�FRQWURO�LQ�DFFRUGDQFH�ZLWK�WKH�SROLFLHV�RI�WKH�FHQWUDO�JRYHUQPHQW��3ODVPD�VWDWLRQV�WKDW�GLG�QRW�FRPSOHWH
WKHLU�UHIRUP�E\�'HFHPEHU����������ULVNHG�UHYRFDWLRQ�RI�WKHLU�OLFHQVH�WR�FROOHFW�SODVPD�

7KH�VXSSO\�RI�SODVPD�IRU�SODVPD�EDVHG�SURGXFWV� LQ� WKH�35&�KDV�EHHQ�RQ� WKH�GHFOLQH�VLQFH������IURP�WKH�KLVWRULFDO�KLJK�RI�DQQXDO
VXSSO\�RI� DSSUR[LPDWHO\� ������PHWULF� WRQV� WR� DSSUR[LPDWHO\� ������PHWULF� WRQV� LQ� ����� DQG�JUDGXDOO\� UHFRYHULQJ� WR� DSSUR[LPDWHO\
������PHWULF�WRQV�LQ�������:H�EHOLHYH�WKDW�WKH�GHFOLQH�SULRU�WR������ZDV�D�GLUHFW�UHVXOW�RI�WKH�JRYHUQPHQW¶V�LQGXVWU\�UHIRUPV�RI�WKH
FRXQWU\¶V�FROOHFWLRQ�SUDFWLFHV�ZKLFK�OHG�WR�WKH�FORVXUH�RI�PDQ\�VWDWLRQV�WKDW�GLG�QRW�PHHW�WKH�QHZ�LQGXVWU\�VWDQGDUGV��%DVHG�RQ�UHSRUWV
SURPXOJDWHG�E\�WKH�35&�0LQLVWU\�RI�+HDOWK��DV�ZHOO�DV�WKH�FORVXUH�RI����SODVPD�VWDWLRQV�LQ�*XL]KRX�3URYLQFH�DV�GHVFULEHG�LQ�,WHP��
EHORZ��ZH�HVWLPDWH� WKDW� WKH�FXUUHQW�DQQXDO�VXSSO\�RI�SODVPD�LQ�&KLQD�DPRXQWV� WR�DSSUR[LPDWHO\�������PHWULF� WRQV��DV�FRPSDUHG�WR
�������PHWULF�WRQV�LQ�WKH�JOREDO�PDUNHW��ZLWK�WKH�VL[�ODUJHVW�PDQXIDFWXUHUV�RI�SODVPD�SURGXFWV�DFFRXQWLQJ�IRU�DSSUR[LPDWHO\�����RI
WKH�DQQXDO�SODVPD�FROOHFWLRQ��,Q�VSLWH�RI�WKH�VKRUWDJH�RI�SODVPD�VXSSO\��UHYHQXHV�IURP�WKH�VDOH�RI�SODVPD�SURGXFWV�LQ�&KLQD�DPRXQWHG
WR�DSSUR[LPDWHO\������ELOOLRQ�LQ������SHU�PDQDJHPHQW¶V�HVWLPDWH��DQG�UHYHQXHV�IURP�WKH�VDOH�RI�KXPDQ�DOEXPLQ�SURGXFWV�DFFRXQWHG
IRU�DERXW�����LQ������

:H�EHOLHYH�WKDW�WKHVH�UHJXODWRU\�FKDQJHV��LQFOXGLQJ�PHDVXUHV�ZKLFK�OLPLW�LOOHJDO�VHOOLQJ�RI�EORRG��KDYH�LPSURYHG�WKH�TXDOLW\�RI�EORRG
DQG� SODVPD� E\� LQFUHDVLQJ� FOHDQOLQHVV� VWDQGDUGV� DW� EORRG� FROOHFWLRQ� VWDWLRQV��$V� WKH� RSHUDWLRQ� RI� WKH� SODVPD� VWDWLRQV� EHFRPH�PRUH
UHJXODWHG�DQG�WKH�GRQRU�SRSXODWLRQ�H[SDQGV��ZH�EHOLHYH�WKDW�WKH�RYHUDOO�TXDOLW\�RI�UDZ�PDWHULDOV�ZLOO�FRQWLQXH�WR�LPSURYH��OHDGLQJ�WR�D
VDIHU��PRUH�UHOLDEOH�ILQLVKHG�SURGXFW�

3ODVPD�%DVHG�3URGXFWV�,QGXVWU\�LQ�&KLQD

:H�SURGXFH�DSSURYHG�KXPDQ�DOEXPLQ�DQG�LPPXQRJOREXOLQ�SURGXFWV��ZLWK�KXPDQ�SODVPD�DV�WKH�PDLQ�LQJUHGLHQW��,Q�DGGLWLRQ�WR�WKH
ORZ�XVDJH� UDWLR� RI� VXFK� SURGXFWV� LQ�&KLQD� DV� FRPSDUHG� WR� RWKHU�PRUH� GHYHORSHG� FRXQWULHV�� WKHUH� LV� D� VLJQLILFDQW� GLIIHUHQFH� LQ� WKH
PDNH�XS�DQG�UDQJH�RI�WKH�SODVPD�EDVHG�SKDUPDFHXWLFDO�SURGXFWV��%DVHG�RQ�RXU�DQDO\VLV��LQ�PRVW�GHYHORSHG�FRXQWULHV�OLNH�WKH�8QLWHG
6WDWHV�� FORWWLQJ� IDFWRU� SURGXFWV� DFFRXQWV� IRU� WKH�PDMRULW\� RI� WKH� SODVPD�EDVHG� ELRSKDUPDFHXWLFDO� SURGXFWV��ZKLOH� LQ�&KLQD�� KXPDQ
DOEXPLQ� SURGXFWV� DFFRXQWV� IRU� WKH� YDVW�PDMRULW\� RI� VXFK� SURGXFWV�� 6SHFLILFDOO\�� WRWDO� FORWWLQJ� IDFWRU� SURGXFWV� DQG� KXPDQ� DOEXPLQ
SURGXFWV��DFFRXQW�IRU�DSSUR[LPDWHO\�����DQG������UHVSHFWLYHO\��RI�8QLWHG�6WDWHV¶�WRWDO�DQQXDO�SODVPD�GHULYHG�SURGXFWV��DQG�DFFRXQW
IRU�DSSUR[LPDWHO\����DQG������UHVSHFWLYHO\��RI�&KLQD¶V�

2XU�*URZWK�6WUDWHJ\

2XU�PLVVLRQ� LV� WR�EHFRPH�D� ILUVW�FODVV�ELRSKDUPDFHXWLFDO� HQWHUSULVH� LQ�&KLQD��7R�DFKLHYH� WKLV�REMHFWLYH��ZH�KDYH� LPSOHPHQWHG� WKH
IROORZLQJ�VWUDWHJLHV�

6HFXULQJ� WKH� VXSSO\� RI� SODVPD�� 'XH� WR� WKH� VKRUWDJH� RI� SODVPD� DQG� WKH� UHIRUP� RI� WKH� RZQHUVKLS� RI� SODVPD� VWDWLRQV�� RXU
LPPHGLDWH�VWUDWHJ\�LV�WR�QHJRWLDWH�DQG�DFTXLUH�SODVPD�VWDWLRQV�LQ�RUGHU�WR�VHFXUH�RXU�SODVPD�VXSSO\��,Q�'HFHPEHU�������ZH
DFTXLUHG�ILYH�RI�WKH�SODVPD�VWDWLRQV�LQ�6KDQGRQJ�3URYLQFH��)XUWKHUPRUH��LQ�-DQXDU\�������ZH�DFTXLUHG�WZR�DGGLWLRQDO�SODVPD
VWDWLRQV� LQ�*XDQJ[L�3URYLQFH�� ,Q� -DQXDU\��������6KDQGRQJ�7DLEDQJ�SXUFKDVHG������RI�<XQFKHQJ�=LJXDQJ�%LRWHFKQRORJ\
&R��� /WG��� ORFDWHG� LQ�<XQFKHQJ�� 6KDQGRQJ� 3URYLQFH�� IRU� WKH� SXUSRVH� RI� UHORFDWLRQ� RI� 6KDQGRQJ�7DLEDQJ¶V�+H�=H� 3ODVPD
&RPSDQ\�LQWR�WKH�QHDUE\�<XQFKHQJ�=LJXDQJ�IDFLOLW\�LQ�KRSH�WR�VHUYH�GRQRUV�EHWWHU�DQG�VHFXUH�KLJKHU�FROOHFWLRQ�YROXPHV�LQ
WKH�IXWXUH�� ,Q�)HEUXDU\������� WKH�+H�=H�3ODVPD�&RPSDQ\�PRYHG�LQWR�<XQFKHQJ�=LJXDQJ�DQG�EHJDQ�FROOHFWLQJ�SODVPD��,Q
������ ZH� DGGLWLRQDOO\� HVWDEOLVKHG� WZR� QHZ� SODVPD� FRPSDQLHV� LQ� 6KDQGRQJ� 3URYLQFH�� RQH� RI� ZKLFK� EHJDQ� RSHUDWLRQ� LQ
'HFHPEHU������DQG�WKH�RWKHU�RI�ZKLFK�EHJDQ�RSHUDWLRQ�LQ�-XO\�������2XU�DFTXLVLWLRQ�RI�'DOLQ�DQG�LWV�RSHUDWLQJ�VXEVLGLDU\�
*XL]KRX�7DLEDQJ��DQG�RXU�DFTXLVLWLRQ�RI�D�PLQRULW\�HTXLW\�LQWHUHVW�LQ�+XLWLDQ��DOVR�KHOSHG�LQ�VHFXULQJ�RXU�SODVPD�VXSSO\�DV
ZHOO� DV� H[SDQGHG� SURGXFWLRQ� FDSDFLW\� DQG�PDUNHW� FRYHUDJH�� ,Q� DGGLWLRQ�� ZH� FRQWLQXH� WR� VHHN� RSSRUWXQLWLHV� WR� EXLOG� QHZ
SODVPD�VWDWLRQV�WKURXJKRXW�&KLQD��DV�ZHOO�DV�H[SDQGLQJ�FROOHFWLRQ�WHUULWRULHV�RI�H[LVWLQJ�SODVPD�VWDWLRQV�

$FTXLVLWLRQ� RI� FRPSHWLWRUV� DQG�RU� RWKHU� ELRORJLF� UHODWHG� FRPSDQLHV�� ,Q� DGGLWLRQ� WR� RUJDQLF� JURZWK�� DFTXLVLWLRQ� LV� DQ
LPSRUWDQW� SDUW� RI� RXU� H[SDQVLRQ� VWUDWHJ\�� $OWKRXJK� WKHUH� DUH� DERXW� ��� DSSURYHG� SODVPD�EDVHG� ELRSKDUPDFHXWLFDO
PDQXIDFWXUHUV�LQ�WKH�PDUNHW��ZH�EHOLHYH�WKDW�WKHUH�DUH�RQO\����PDQXIDFWXUHUV�LQ�RSHUDWLRQ��RQO\�DERXW�KDOI�RI�ZKRP�ZLOO�EH
FRPSHWLWLYH��7KH�WRS�VL[�PDQXIDFWXUHUV�LQ�&KLQD�DFFRXQW�IRU�PRUH�WKDQ�����PDUNHW�VKDUH��)XUWKHUPRUH��ZH�EHOLHYH�WKDW�WKH
UHJXODWRU\�DXWKRULWLHV�DUH�FRQVLGHULQJ�IXUWKHU�UHIRUPLQJ�WKH�LQGXVWU\�DQG�WKRVH�VPDOOHU�� OHVV�FRPSHWLWLYH�PDQXIDFWXUHUV�ZLOO
IDFH� WKH� SRVVLELOLW\� RI� KDYLQJ� WKHLU� PDQXIDFWXULQJ� SHUPLWV� UHYRNHG� E\� WKH� UHJXODWRUV�� PDNLQJ� WKHP� SRWHQWLDO� WDUJHWV� IRU
DFTXLVLWLRQ��$OVR�� LI� ZH� DUH� SUHVHQWHG� ZLWK� DSSURSULDWH� RSSRUWXQLWLHV�� ZH�PD\� DFTXLUH� DGGLWLRQDO� FRPSDQLHV�� SURGXFWV� RU
WHFKQRORJLHV�LQ�WKH�ELRORJLF�UHODWHG�VHFWRUV��LQFOXGLQJ�EXW�QRW�OLPLWHG�WR�PHGLFDO��SKDUPDFHXWLFDO�DQG�ELRSKDUPDFHXWLFDO��

x�

x�
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)XUWKHU�VWUHQJWKHQLQJ�RI�UHVHDUFK�DQG�GHYHORSPHQW�FDSDELOLW\��:H�EHOLHYH�WKDW��XQOLNH�RWKHU�PRUH�GHYHORSHG�FRXQWULHV�VXFK
DV�WKH�8�6���&KLQD¶V�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV�DUH�DW�WKH�LQLWLDO�VWDJH�RI�GHYHORSPHQW��7KHUH�DUH�PDQ\�RWKHU
SODVPD�EDVHG�SURGXFWV� WKDW�DUH�EHLQJ�XVHG� LQ� WKH�8�6��ZKLFK�DUH�QRW�FXUUHQWO\�EHLQJ�PDQXIDFWXUHG� LQ�&KLQD��:H�LQWHQG� WR
VWUHQJWKHQ� RXU� UHVHDUFK� DQG� GHYHORSPHQW� FDSDELOLW\� VR� DV� WR� H[SDQG� RXU� SURGXFW� OLQH� WR� LQFOXGH� KLJKHU�PDUJLQ�
WHFKQRORJLFDOO\�PRUH�DGYDQFHG�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV��:H�EHOLHYH� WKDW�RXU� LQFUHDVHG�IRFXV�RQ�UHVHDUFK
DQG�GHYHORSPHQW�ZLOO�JLYH�XV�D�FRPSHWLWLYH�DGYDQWDJH�RYHU�RXU�FRPSHWLWRUV�

0DUNHW�GHYHORSPHQW�DQG�QHWZRUN�H[SDQVLRQ��/HYHUDJLQJ�RQ�WKH�KLJK�TXDOLW\�DQG�H[FHOOHQW�VDIHW\�UHFRUG�RI�RXU�SURGXFWV��ZH
LQWHQG� WR� �L��HQKDQFH�RXU�SURGXFW�SHQHWUDWLRQ�ZLWK�RXU�H[LVWLQJ�FXVWRPHUV�E\� LQWURGXFLQJ�QHZ�SURGXFWV�DQG� �LL��H[WHQG� WKH
UHDFK�RI�RXU�SURGXFWV�IURP�RXU�FXUUHQW�PDUNHW�WR�LQFOXGH�RWKHU�SURYLQFHV�ZKHUH�ZH�HQYLVLRQ�VLJQLILFDQW�PDUNHW�SRWHQWLDO�

x�

x�

2XU�3URGXFWV

2XU�SULQFLSDO� SURGXFWV� DUH� RXU� DSSURYHG�KXPDQ� DOEXPLQ� DQG� LPPXQRJOREXOLQ� SURGXFWV��:H� DUH� FXUUHQWO\� DSSURYHG� WR� SURGXFH� ��
ELRSKDUPDFHXWLFDO�SURGXFWV�LQ�HLJKW�PDMRU�FDWHJRULHV�DV�IROORZV�

$SSURYHG�3URGXFWV������� &XUH�8VH

+XPDQ�$OEXPLQ����������PO�
������PO��������PO��������PO�
������PO��������PO��������PO�DQG
������PO���J�)DFWRU�,9�

6KRFN� FDXVHG� E\� EORRG� ORVV� WUDXPD� RU� EXUQ�� UDLVHG� LQWUDFUDQLDO� SUHVVXUH� FDXVHG� E\
K\GURFHSKDOXV� RU� WUDXPD��2HGHPD� RU� DVFLWHV� FDXVHG� E\� KHSDWRFLUUKRVLV� DQG� QHSKURSDWK\�
SUHYHQWLRQ�DQG�FXUH�RI�ORZ�GHQVLW\��OLSRSURWHLQHPLD��DQG�1HRQDWDO�K\SHUELOLUXELQHPLD�

+XPDQ�+HSDWLWLV�%�,PPXQRJOREXOLQ
±�����,QWHUQDWLRQDO�8QLWV��RU�,8�
���,8�����,8

3UHYHQWLRQ�RI�PHDVOHV�DQG�FRQWDJLRXV�KHSDWLWLV��:KHQ�DSSOLHG�WRJHWKHU�ZLWK�DQWLELRWLFV��LWV
FXUDWLYH�HIIHFW�RQ�FHUWDLQ�VHYHUH�EDFWHULD�RU�YLUXV�LQIHFWLRQ�PD\�EH�LPSURYHG�

+XPDQ�,PPXQRJOREXOLQ�±������PO
DQG��������PO

2ULJLQDO� LPPXQRJOREXOLQ� GHILFLHQF\�� VXFK� DV� ;� FKDLQ� ORZ� LPPXQRJOREXOLQ�� IDPLOLDU
YDULDEOH� LPPXQH� GHILFLHQF\�� LPPXQRJOREXOLQ� *� VHFRQGDU\� GHILFLHQF\�� 6HFRQGDU\
LPPXQRJOREXOLQ� GHILFLHQF\�� VXFK� DV� VHYHUH� LQIHFWLRQ�� QHZERUQ� VHSVLV�� DQG�$XWR�LPPXQH
GHILFLHQF\�GLVHDVHV��VXFK�DV�RULJLQDO�WKURPERF\WRSHQLD�SXUSXUD�RU�NDZDVDNL�GLVHDVH�

+XPDQ�,PPXQRJOREXOLQ�IRU
,QWUDYHQRXV�,QMHFWLRQ�±������PO�
�����PO��������PO�DQG�������PO

6DPH�DV�DERYH

7K\PRSRO\SHSWLGHV�,QMHFWLRQ�±
��PJ��PO��PJ��PO

&XUH� IRU� YDULRXV� RULJLQDO� DQG� VHFRQGDU\�7�FHOO� GHILFLHQF\� V\QGURPHV�� VRPH� DXWR�LPPXQH
GHILFLHQF\� GLVHDVHV� DQG� YDULRXV� FHOO� LPPXQLW\� GHILFLHQF\� GLVHDVHV�� DQG� DVVLVWV� LQ� WKH
WUHDWPHQW�IRU�WXPRUV�

+XPDQ�5DELHV�,PPXQRJOREXOLQ�±
���,8�����,8�DQG����,8

0DLQO\� IRU�SDVVLYH� LPPXQLW\� IURP�ELWHV�RU�FODZV�E\� UDELHV�RU�RWKHU� LQIHFWHG�DQLPDOV��$OO
SDWLHQWV�VXVSHFWHG�RI�EHLQJ�H[SRVHG�WR�UDELHV�ZLOO�EH�WUHDWHG�ZLWK�D�FRPELQHG�GRVH�RI�UDELHV
YDFFLQH�DQG�KXPDQ�UDELHV�LPPXQRJOREXOLQ�

+XPDQ�7HWDQXV�,PPXQRJOREXOLQ�±
���,8

0DLQO\�XVHG�IRU�WKH�SUHYHQWLRQ�DQG�WKHUDS\�RI�WHWDQXV��3DUWLFXODUO\�DSSOLHG�WR�SDWLHQWV�ZKR
KDYH�DOOHUJLF�UHDFWLRQV�WR�7HWDQXV�$QWLWR[LQ�� ���

3ODFHQWD�3RO\SHSWLGH�±��PO�YLDO &XUH�IRU�FHOO�LPPXQLW\�GHILFLHQF\�GLVHDVHV��YLUDO�LQIHFWLRQ�DQG�OHXFRSHQLD�FDXVHG�E\�YDULRXV
UHDVRQV��DQG�DVVLVW�LQ�SRVWRSHUDWLYH�KHDOLQJ

��� ³�´� UHSUHVHQWV� WKH� GHJUHH� RI� GRVDJH� FRQFHQWUDWLRQ� IRU� WKH� SURGXFW� DQG� HDFK� SURGXFW� KDV� LWV� RZQ� GRVDJH� UHTXLUHPHQW�� )RU
H[DPSOH�� +XPDQ� $OEXPLQ� ������PO� PHDQV� �J� RI� +XPDQ� $OEXPLQ� LV� FRQWDLQHG� LQ� HDFK� ��PO� SDFNDJLQJ� DQG� +XPDQ
,PPXQRJOREXOLQ������PO�PHDQV����PJ�RI�+XPDQ�,PPXQRJOREXOLQ�LV�FRQWDLQHG�LQ�HDFK��PO�SDFNDJLQJ��8QGHU�35&�ODZ��HDFK
YDULDWLRQ� LQ� WKH� SDFNDJLQJ�� GRVDJH� DQG� FRQFHQWUDWLRQ� RI�PHGLFDO� SURGXFWV� UHTXLUHV� UHJLVWUDWLRQ� DQG� DSSURYDO� E\� WKH� 6)'$�
'XULQJ� WKLV� SURFHVV� WKH� DOWHUHG� SURGXFW� LV� QRW� FRPPHUFLDOO\� DYDLODEOH� IRU� VDOH�� )RU� H[DPSOH�� DPRQJ� RXU� +XPDQ�$OEXPLQ
SURGXFWV�RQO\�+XPDQ�$OEXPLQ�������PO��������PO��������PO��������PO��������PO��������PO��DQG�������PO�SURGXFWV
DUH�FXUUHQWO\�DSSURYHG�DQG�DUH�FRPPHUFLDOO\�DYDLODEOH�

� �
��� ³,8´�PHDQV� ,QWHUQDWLRQDO�8QLWV��RU� ,8�� ,8� LV�D�XQLW�XVHG� WR�PHDVXUH� WKH�DFWLYLW\�RI�PDQ\�YLWDPLQV��KRUPRQHV��HQ]\PHV��DQG

GUXJV��$Q� ,8� LV� WKH� DPRXQW� RI� D� VXEVWDQFH� WKDW� KDV� D� FHUWDLQ� ELRORJLFDO� HIIHFW�� )RU� HDFK� VXEVWDQFH� WKHUH� LV� DQ� LQWHUQDWLRQDO
DJUHHPHQW�RQ�WKH�ELRORJLFDO�HIIHFW�WKDW�LV�H[SHFWHG�IRU���,8��,Q�WKH�FDVH�RI�,PPXQRJOREXOLQ��LW�PHDQV�WKH�QXPEHU�RI�HIIHFWLYH
XQLWV� RI� DQWLERGLHV� LQ� HDFK� SDFNDJH��:KHQ� H[SRVHG� WR� DQ� DQWLJHQ�� WKH� ERG\� YLHZV� LW� DV� IRUHLJQ�PDWHULDO�� DQG� WDNHV� VWHSV� WR
QHXWUDOL]H�WKH�DQWLJHQ��7\SLFDOO\��WKH�ERG\�DFFRPSOLVKHV�WKLV�E\�PDNLQJ�DQWLERGLHV��ZKLFK�DUH�LQWHQGHG�WR�GHIHQG�WKH�ERG\�IURP
LQYDVLRQ�E\�SRWHQWLDOO\�GDQJHURXV�VXEVWDQFHV��7KHVH�DQWLERGLHV�FDQ�EH�EHQHILFLDO��DV�LV�WKH�FDVH�ZKHQ�WKH�ERG\�OHDUQV�WR�ILJKW�D
YLUXV�� RU� WKH\� FDQ� EH� KDUPIXO�� LQ� WKH� LQVWDQFH� RI� DOOHUJLHV�� ,Q� D� VLWXDWLRQ�ZKHQ� WKH� ERG\� FDQQRW� HIIHFWLYHO\� UHDFW�ZLWK� WKHVH
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DQWLJHQV��LQMHFWLRQ�RI�RXU�SURGXFW�ZLOO�SURYLGH�VXIILFLHQW�DQWLERGLHV�WR�QHXWUDOL]H�WKH�DQWLJHQV�
� �
��� ³7HWDQXV�$QWLWR[LQ´�LV�D�FKHDSHU�LQMHFWLRQ�WUHDWPHQW�IRU�WHWDQXV��+RZHYHU�LW�LV�QRW�ZLGHO\�XVHG�EHFDXVH�PRVW�SHRSOH�DUH�DOOHUJLF

WR�LW�
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+XPDQ�DOEXPLQ�LV�SULQFLSDOO\�XVHG�WR�LQFUHDVH�EORRG�YROXPH�ZKLOH�LPPXQRJOREXOLQ�LV�XVHG�IRU�FHUWDLQ�GLVHDVH�SUHYHQWLRQV�DQG�FXUHV�
$OEXPLQ�LV�DOVR�XVHG�WR�WUHDW�FULWLFDOO\�LOO�SDWLHQWV�E\�UHSODFLQJ�ORVW�IOXLG�DQG�PDLQWDLQLQJ�DGHTXDWH�EORRG�YROXPH�DQG�SUHVVXUH��2XU
DSSURYHG�KXPDQ�DOEXPLQ�DQG�LPPXQRJOREXOLQ�SURGXFWV�XVH�KXPDQ�SODVPD�DV�WKH�EDVLF�UDZ�PDWHULDO��$OO�RI�RXU�DSSURYHG�SURGXFWV�DUH
SUHVFULSWLRQ�PHGLFLQHV�DGPLQLVWHUHG�LQ�WKH�IRUP�RI�LQMHFWLRQV�

8QGHU�35&�ODZ��HDFK�YDULDWLRQ�LQ�WKH�SDFNDJLQJ��GRVDJH�DQG�FRQFHQWUDWLRQ�RI�PHGLFDO�SURGXFWV�UHTXLUHV�UHJLVWUDWLRQ�DQG�DSSURYDO�E\
WKH�6)'$��'XULQJ� WKLV�SURFHVV� WKH�DOWHUHG�SURGXFW� LV�QRW�FRPPHUFLDOO\�DYDLODEOH�IRU�VDOH��)RU�H[DPSOH��DPRQJ�RXU�KXPDQ�DOEXPLQ
SURGXFWV� RQO\� +XPDQ�$OEXPLQ� ������PO�� ������PO�� ������PO�� ������PO�� ������PO�� ������PO�� DQG� ������PO� SURGXFWV� DUH
FXUUHQWO\�DSSURYHG�DQG�DUH�FRPPHUFLDOO\�DYDLODEOH��$FFRUGLQJO\��DOO�UHIHUHQFHV��LQ�WKLV�UHSRUW��WR�RXU�PDQXIDFWXUH�DQG�VDOH�RI�KXPDQ
DOEXPLQ�UHODWH�WR�RXU�DSSURYHG�KXPDQ�DOEXPLQ�SURGXFWV�

:H� KDYH� WZR� SURGXFW� OLDELOLW\� LQVXUDQFHV� FRYHULQJ� 6KDQGRQJ� 7DLEDQJ� DQG� *XL]KRX� 7DLEDQJ¶V� SURGXFWV� LQ� WKH� DPRXQW� RI
DSSUR[LPDWHO\������������HDFK��6LQFH�RXU�HVWDEOLVKPHQW� LQ������� WKHUH�KDV�QRW�EHHQ�DQ\�SURGXFW� OLDELOLW\�FODLPV�QRU�KDV�DQ\� OHJDO
DFWLRQ�EHHQ�ILOHG�DJDLQVW�XV�E\�SDWLHQWV�UHODWHG�WR�WKH�XVH�RI�RXU�SURGXFWV�

5DZ�0DWHULDOV

3ODVPD

3ODVPD�LV�WKH�SULQFLSDO�UDZ�PDWHULDO�IRU�RXU�ELRSKDUPDFHXWLFDO�SURGXFWV��8QWLO�������DOO�SODVPD�FROOHFWLRQ�VWDWLRQV�ZHUH�RZQHG�E\�WKH
35&�JRYHUQPHQW��)ROORZLQJ�WKH�PDQGDWHG�SULYDWL]DWLRQ�RI�SODVPD�VWDWLRQV�UHVXOWHG�IURP�WKH�0LQLVWU\�RI�+HDOWK¶V�%ORRG�&ROOHFWLRQ
0HDVXUHV��ZH�DFTXLUHG�RXU�SODVPD�FROOHFWLRQ�VWDWLRQV��:H�EHOLHYH� WKDW� WKH�DFTXLVLWLRQV�RI�SODVPD�VWDWLRQV�ZLOO�JLYH�XV�D�FRQWUROOHG
VRXUFH�RI�SODVPD�DQG�EHWWHU�FRQWURO�RYHU�WKH�TXDOLW\�DQG�TXDQWLW\�SURGXFHG��:H�ZLOO�DOVR�EH�DEOH�WR�KDYH�LQFUHDVHG�FRQWURO�RYHU�WKH
FRVW� RI� SODVPD�� )LQDOO\�� ZH� EHOLHYH� WKDW� ZH� ZLOO� HQMR\� EHQHILWV� RI� HFRQRPLHV� RI� VFDOH� ZLWK� UHVSHFW� WR� WKH� DGPLQLVWUDWLRQ� DQG
PDQDJHPHQW�H[SHQVHV�RI�RXU�VHYHUDO�SODVPD�VWDWLRQV�

:H�VSHQW�������PLOOLRQ��������PLOOLRQ�DQG�������PLOOLRQ�RQ�WKH�FROOHFWLRQ�RI�SODVPD�LQ������������DQG�������UHVSHFWLYHO\��&XUUHQWO\�
ZH�RZQ�VHYHQ�RSHUDWLQJ�SODVPD�FROOHFWLRQ�VWDWLRQV�LQ�6KDQGRQJ�SURYLQFH��WZR�LQ�*XDQJ[L�SURYLQFH�DQG�WZR�LQ�*XL]KRX�SURYLQFH��:H
FXUUHQWO\�PDLQWDLQ�VXIILFLHQW�SODVPD�VXSSO\�IRU�DSSUR[LPDWHO\���PRQWKV�RI�SURGXFWLRQ�

2WKHU�5DZ�0DWHULDOV�DQG�3DFNDJLQJ�0DWHULDOV

2WKHU� UDZ� PDWHULDOV� XVHG� LQ� WKH� SURGXFWLRQ� RI� RXU� ELRSKDUPDFHXWLFDO� SURGXFWV� LQFOXGH�� UHDJHQWV�� FRQVXPDEOHV� DQG� SDFNDJLQJ
PDWHULDOV��7KH�SULQFLSDO�SDFNDJLQJ�PDWHULDOV�ZH�XVH�LQFOXGH�JODVV�ERWWOHV�IRU�RXU� LQMHFWLRQ�SURGXFWV��H[WHUQDO�SDFNDJLQJ�DQG�SULQWHG
LQVWUXFWLRQV�IRU�RXU�ELRSKDUPDFHXWLFDO�SURGXFWV��:H�DFTXLUH�RXU�UDZ�PDWHULDOV�DQG�SDFNDJLQJ�PDWHULDOV�IURP�RXU�DSSURYHG�VXSSOLHUV�LQ
&KLQD�DQG�RYHUVHDV��:H�VHOHFW�RXU�VXSSOLHUV�EDVHG�RQ�TXDOLW\��FRQVLVWHQF\��SULFH�DQG�GHOLYHU\�RI�WKH�UDZ�PDWHULDOV�ZKLFK�WKH\�VXSSO\�

:H� KDYH� QRW� H[SHULHQFHG� DQ\� VKRUWDJH� RI� VXSSO\� RQ� WKHVH� UDZ� PDWHULDOV� DQG� SDFNDJLQJ� PDWHULDOV� DQG� WKHUH� KDV� QRW� EHHQ� DQ\
VLJQLILFDQW�SUREOHP�ZLWK�WKH�TXDOLW\�RI�PDWHULDOV�VXSSOLHG�E\�WKHVH�VXSSOLHUV�

2XU�0DMRU�6XSSOLHUV

7KH� WDEOH� EHORZ� OLVWV� RXU�PDMRU� VXSSOLHUV� DV� RI�'HFHPEHU� ���� ������ VKRZLQJ� WKH� FXPXODWLYH� GROODU� DPRXQW� RI� UDZ�PDWHULDOV� DQG
VXSSOLHV�SXUFKDVHG�IURP�WKHP�GXULQJ�WKH�ILVFDO�\HDU�HQGHG�'HFHPEHU�����������DQG�WKH�SHUFHQWDJH�RI�SXUFKDVHV�IURP�HDFK�VXSSOLHU�DV
FRPSDUHG�WR�SURFXUHPHQW�RI�DOO�UDZ�PDWHULDOV�

5DQN 6XSSOLHU¶V�1DPH

&XPXODWLYH
$PRXQW
3XUFKDVHG
'XULQJ

)LVFDO�<HDU�����
�86��

3HUFHQWDJH�RI
7RWDO

3XUFKDVHV
'XULQJ�)LVFDO
<HDU�����

� 6DQVXL�3ODVPD�6WDWLRQ ����������� �����

� &KRQJTLQJ�6DQGD�:HL\H�3KDUPDFHXWLFDO�3URGXFWV�&RPSDQ\ ��������� �����

� 7DL¶DQ�&LW\�5XLIHQJ�&RPSDQ\ ��������� ����

� 6LFKXDQ�1DQJHHU�%LRORJLFDO�0HGLFDO�&RPSDQ\ ��������� ����

� *XL\DQJ�<RQJ/LDQJ�&KHPLFDO�0DWHULDO�DQG�(TXLSPHQW�&RPSDQ\ ������� ����

� %HLMLQJ�:DQWDL�%LRORJLFDO�3KDUPDF\�(QWHUSULVH ������� ����

� 6KDQGRQJ�3KDUPDFHXWLFDO�*ODVV�&R��/WG� ������� ����
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� 6KDQJKDL�6DQOL�3KDUPDFHXWLFDO�DQG�&KHPLFDO�&R��/WG� ������� ����

� /LDRQLQJ�&KHQJGD�%LRWHFKQRORJ\�&R��/WG� ������� ����

�� *XDQJ]KRX�0DLJH�%LRORJLF�7HFKQRORJ\�&RPSDQ\ ������� ����

� 727$/ ����������� �����

�
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([FHSW� IRU� WKH�6DQVXL�3ODVPD�6WDWLRQ��QRQH�RI� WKH�DERYH�VXSSOLHUV�DUH�SODVPD�VXSSOLHUV��7KH�PDMRULW\�RI�RXU�SODVPD�ZDV�FROOHFWHG
WKURXJK�RXU�PDMRULW\�RZQHG�SODVPD�VWDWLRQV��7KHVH�VWDWLRQV�SXUFKDVH��FROOHFW��H[DPLQH�DQG�GHHSIUHH]H�SODVPD�RQ�EHKDOI�RI�6KDQGRQJ
7DLEDQJ� DQG� *XL]KRX� 7DLEDQJ�� VXEMHFW� WR� UXOHV� DQG� VSHFLILFDWLRQV� WKDW� PHHW� WKH� 3URYLQFLDO� 6)'$¶V� UHTXLUHPHQWV� IRU� TXDOLW\�
SDFNDJLQJ�DQG�VWRUDJH��7KH�VWDWLRQV�PXVW�RQO\�FROOHFW�SODVPD�IURP�KHDOWK\�GRQRUV�ZLWKLQ�WKHLU�UHVSHFWLYH�GLVWULFWV�DQG�LQ�DFFRUGDQFH
ZLWK� D� WLPH� WDEOH� VHW� E\� 6KDQGRQJ�7DLEDQJ� RU�*XL]KRX�7DLEDQJ��7KH� SODVPD�PXVW�� EH� QHJDWLYH�+EV$J�� DQWL�+&9�� DQWL�+,9� DQG
UHDFWLRQ�RI�VHUXP�WR�535��FRQWDLQ�DQ�$/7�����XQLWV��$/7���SODVPD�SURWHLQ����J�O��FRQWDLQ�QR�YLUXV�SROOXWLRQ�RU�YLVLEOH�HU\WKURO\VLV�
OLSHPLD��PDFURVFRSLF�UHG�EORRG�FHOO�RU�DQ\�RWKHU�LUUHJXODU�ILQGLQJ��,Q�DGGLWLRQ��WKH�SODVPD�PXVW�EH�SDFNDJHG�LQ����VHSDUDWH����J�EDJV�
ER[HG�ZLWK�D�SDFNLQJ�OLVW�DQG�ODEHOHG�WR�EH�FRQVLVWHQW�ZLWK�FRPSXWHU�UHFRUGV�DQG�PXVW�EH�VWRUHG�DW�����&�ZLWKLQ�OLPLWHG�WLPH�DIWHU
FROOHFWLRQ�WR�HQVXUH�WKDW�LW�ZLOO�FRQJHDO�ZLWKLQ���KRXUV��6KDQGRQJ�7DLEDQJ�DQG�*XL]KRX�7DLEDQJ�DUH�IXOO\�UHVSRQVLEOH�IRU�WKH�RYHUDOO
WHFKQLFDO�JXLGDQFH�DQG�TXDOLW\�VXSHUYLVLRQ�

2XU�0DMRU�&XVWRPHUV

'XH�WR�WKH�QDWXUH�RI�RXU�SURGXFWV�DQG�WKH�FXUUHQW�UHJXODWLRQV��DOPRVW�DOO�RI�RXU�FXVWRPHUV�DUH�ORFDWHG�LQ�&KLQD��:H�KDYH�HVWDEOLVKHG
UHODWLRQVKLSV�ZLWK�PRVW�RI�RXU�NH\�FXVWRPHUV�VLQFH�RXU�HVWDEOLVKPHQW�LQ�������)RU�WKH�ILVFDO�\HDU�HQGHG�'HFHPEHU�����������RXU�WRS
ILYH�FXVWRPHUV��EDVHG�RQ�VDOHV�UHYHQXH�DQG�WKH�SHUFHQWDJH�RI�WKHLU�FRQWULEXWLRQ�WR�RXU�UHYHQXHV��ZHUH�DV�IROORZV�

5DQN &XVWRPHU¶V�1DPH

7RWDO�6DOHV
'XULQJ�)LVFDO
<HDU�����
�86��

3HUFHQWDJH
RI

7RWDO�6DOHV
'XULQJ
)LVFDO

<HDU�����

� *XDQJGRQJ�0HKHFR�0HGLFLQH�&RPSDQ\ ����������� ����

� 6KDQJKDL�3KDUPDFHXWLFDO�&R���/WG� ��������� ����

� 6KDQGRQJ�3URYLQFLDO�+RVSLWDO ��������� ����

� 1DQMLQJ�3KDUPDFHXWLFDO�+XEHL�&R��/WG� ��������� ����

� 1R���$WWDFKHG�+RVSLWDO�2I�1R���0LOLWDU\�0HGLFLQH�8QLYHUVLW\�2I�3/$��$WWDFKHG�7DQJGX
+RVSLWDO�

��������� ����

� 727$/ ������������ �����

6DOHV��0DUNHWLQJ�DQG�'LVWULEXWLRQ

%HFDXVH�DOO�RI�RXU�SURGXFWV�DUH�SUHVFULSWLRQ�GUXJV��ZH�FDQ�RQO\�VHOO�WR�KRVSLWDOV�DQG�LQRFXODWLRQ�FHQWHUV�GLUHFWO\�RU�WKURXJK�DSSURYHG
GLVWULEXWRUV��)RU� WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������GLUHFW� VDOHV� WR�GLVWULEXWRUV� UHSUHVHQWHG�DSSUR[LPDWHO\�������
������DQG�������� UHVSHFWLYHO\��RI�RXU� WRWDO� VDOHV��2XU� ILYH� ODUJHVW�FXVWRPHUV� LQ� WKH�DJJUHJDWH�DFFRXQWHG� IRU�DSSUR[LPDWHO\�������
������ DQG� ������ RI� RXU� WRWDO� VDOHV� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ UHVSHFWLYHO\�� 2XU� ODUJHVW� FXVWRPHU
DFFRXQWHG� IRU� DSSUR[LPDWHO\� ������ ����� DQG� ����� RI� RXU� WRWDO� VDOHV� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� �����
UHVSHFWLYHO\�

$V�SDUW�RI�RXU�HIIRUW�WR�HQVXUH�WKH�TXDOLW\�RI�RXU�GLVWULEXWRUV��ZH�FRQGXFW�GXH�GLOLJHQFH�WR�YHULI\�ZKHWKHU�SRWHQWLDO�GLVWULEXWRUV�KDYH
REWDLQHG�QHFHVVDU\�SHUPLWV�DQG�OLFHQVHV�DQG�IDFLOLWLHV��VXFK�DV�FROG�VWRUDJH��IRU�WKH�GLVWULEXWLRQ�RI�RXU�ELRSKDUPDFHXWLFDO�SURGXFWV��:H
DOVR� DVVHVV� WKH� GLVWULEXWRUV¶� ILQDQFLDO� FRQGLWLRQ� EHIRUH� DSSRLQWLQJ� WKHP� DV� GLVWULEXWRUV�� &HUWDLQ� RI� RXU� UHJLRQDO� GLVWULEXWRUV� DUH
DSSRLQWHG�RQ�DQ�H[FOXVLYH�EDVLV�ZLWKLQ�D�VSHFLILHG�DUHD��7KH�VXSSO\�FRQWUDFWV�QRUPDOO\�VHW�RXW�WKH�TXDQWLW\�DQG�SULFH�RI�SURGXFWV��)RU
GLVWULEXWRUV��WKH\�DOVR�FRQWDLQ�JXLGHOLQHV�IRU�WKH�VDOH�DQG�GLVWULEXWLRQ�RI�RXU�SURGXFWV��LQFOXGLQJ�UHVWULFWLRQV�RQ�WKH�JHRJUDSKLFDO�DUHD�WR
ZKLFK�WKH�SURGXFWV�FRXOG�EH�VROG��:H�SURYLGH�RXU�GLVWULEXWRUV�ZLWK�WUDLQLQJ�LQ�UHODWLRQ�WR�RXU�SURGXFWV�DQG�RQ�VDOHV�WHFKQLTXHV��:H
KDYH� LPSOHPHQWHG� D� FRGLQJ� V\VWHP� IRU� RXU� SURGXFWV� IRU� HDV\� WUDFNLQJ��'HSHQGLQJ� RQ� WKH� UHODWLRQVKLS� DQG� WKH� FUHGLWDELOLW\� RI� WKH
GLVWULEXWRUV��ZH� JHQHUDOO\� JUDQW� D� FUHGLW� SHULRG� RI� QR� ORQJHU� WKDQ� ��� GD\V� WR� GLVWULEXWRUV�ZLWK� VRPH� H[FHSWLRQV�� )RU� KRVSLWDOV� DQG
FOLQLFV��ZH�JHQHUDOO\�JUDQW�D�FUHGLW�SHULRG�RI�QR�ORQJHU�WKDQ����GD\V�ZLWK�H[FHSWLRQV�WR�FXVWRPHUV�WKDW�ZH�EHOLHYH�DUH�FUHGLW�ZRUWK\�XS
WR���PRQWKV��'XH� WR� UHFRYHU\�RI�EDG�GHEW�SUHYLRXVO\� UHVHUYHG��ZH�KDG�D�EDG�GHEW�FUHGLW�RI�������PLOOLRQ��������PLOOLRQ�DQG������
PLOOLRQ��UHVSHFWLYHO\��IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHODWHG�WR�WKH�VDOHV�RI�RXU�SURGXFWV�

2XU�FXUUHQW�NH\�PDUNHW�LV�LQ�6KDQGRQJ�SURYLQFH��UHSUHVHQWLQJ�DSSUR[LPDWHO\��������������DQG�������RI�RXU�WRWDO�VDOHV�IRU�WKH�\HDUV
HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\��3ULRU�WR�WKH�DFTXLVLWLRQ�RI�'DOLQ�DQG�+XLWLDQ��RXU�VWUDWHJ\�KDV�EHHQ�WR�IRFXV
RXU�PDUNHWLQJ�HIIRUWV�LQ�-LDQJVX��=KHMLDQJ��+HQDQ�DQG�WKH�QRUWKHDVWHUQ�SDUW�RI�&KLQD��:LWK�WKH�DGYDQWDJH�RI�WKH�VFDOH�RI�HFRQRP\��ZH
KDYH� EHHQ� H[SDQGLQJ� RXU� VDOHV� HIIRUWV� LQWR� ��� SURYLQFHV� DQG� PXQLFLSDO� FLWLHV�� HVSHFLDOO\� WKRVH� SURYLQFHV� WKDW� ZHUH� XQWDSSHG� E\
6KDQGRQJ�7DLEDQJ�SUHYLRXVO\��ZLWK�6KDQGRQJ�DQG�*XDQJGRQJ�SURYLQFHV�DFFRXQWLQJ� IRU�PRUH� WKDQ�������RI� WKH� WRWDO� VDOHV�GXULQJ
�����

2XU�PDUNHWLQJ�DQG�DIWHU�VDOHV�VHUYLFHV�GHSDUWPHQW�FXUUHQWO\�HPSOR\V�DSSUR[LPDWHO\�����HPSOR\HHV�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



:H�EHOLHYH�WKDW�GXH�WR�WKH�XQLTXH�QDWXUH�RI�RXU�SURGXFWV��WKH�NH\�HPSKDVLV�RQ�RXU�PDUNHWLQJ�HIIRUWV�FHQWHUV�RQ�SURGXFW�VDIHW\��EUDQG
UHFRJQLWLRQ�� WLPHO\� DYDLODELOLW\� DQG�SULFLQJ��$V� DOO� RI�RXU�SURGXFWV� DUH�SUHVFULSWLRQ�PHGLFLQHV��ZH�DUH�QRW� DOORZHG� WR� DGYHUWLVH�RXU
SURGXFWV�LQ�WKH�PDVV�PHGLD��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WRWDO�VDOHV�DQG�PDUNHWLQJ�H[SHQVHV�DPRXQWHG�WR
DSSUR[LPDWHO\� ������ PLOOLRQ�� ����� PLOOLRQ� DQG� ����� PLOOLRQ�� UHVSHFWLYHO\�� UHSUHVHQWLQJ� DSSUR[LPDWHO\� ������ ����� DQG� �����
UHVSHFWLYHO\��RI�RXU�WRWDO�VDOHV�

�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



2XU�5HVHDUFK�DQG�'HYHORSPHQW�(IIRUWV

7KH�6KDQGRQJ�,QVWLWXWH�ZDV�HVWDEOLVKHG�LQ�������7KH�6KDQGRQJ�,QVWLWXWH�LV�WKH�UHVHDUFK�DUP�HVWDEOLVKHG�E\�DQG�GLUHFWO\�DGPLQLVWUDWHG
E\� WKH� 6KDQGRQJ� 3URYLQFLDO� KHDOWK� GHSDUWPHQW�� ,W� ZDV� WKH� RQO\� HQWLW\� DSSURYHG� IRU� WKH� UHVHDUFK�� GHYHORSPHQW� DQG� SURGXFWLRQ� RI
ELRORJLFDO�DQG�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV�LQ�6KDQGRQJ�3URYLQFH��WKH�VHFRQG�ODUJHVW�SURYLQFH�LQ�&KLQD��6LQFH�������LW
SURPRWHG�*03�PDQDJHPHQW�LQ�WKH�SURGXFWLRQ�SURFHVV�RI�EORRG�SURGXFWV�DQG�EHFDPH�RQH�RI�WKH�ILUVW�EORRG�SURGXFWV�PDQXIDFWXULQJ
HQWHUSULVHV� WR� REWDLQ� *03�&HUWLILFDWLRQ� LQ� &KLQD�� ,Q� ������ WKH� 6KDQGRQJ� ,QVWLWXWH� WUDQVIHUUHG� DOO� RI� LWV� EXVLQHVV� DQG� WKH� OLFHQVHV
QHFHVVDU\�WR�FDUU\�RQ�LWV�EXVLQHVV�DQG�VHFRQGHG�FHUWDLQ�RI�LWV�HPSOR\HHV�WR�RXU�VXEVLGLDU\��6KDQGRQJ�7DLEDQJ��:H�ZHUH�DZDUGHG�WKH
DGYDQFHG�KLJK�WHFK�HQWHUSULVH�FHUWLILFDWLRQ�E\�WKH�'HSDUWPHQW�RI�6FLHQFH�DQG�7HFKQRORJ\�RI�6KDQGRQJ�3URYLQFH�LQ������DQG������DQG
E\�WKH�0LQLVWU\�RI�6FLHQFH�DQG�7HFKQRORJ\�RI�&KLQD�LQ�������,Q�������ZH�ZHUH�DGPLWWHG�DV�D�PHPEHU�RI�WKH�6KDQGRQJ�,QVWLWXWH�RI
0HGLFLQH�DQG�DZDUGHG� WKH�³$GYDQFHG�(QWHUSULVH´�DFFRODGH�E\� WKH�6KDQGRQJ�%ORRG�&HQWHU��:H�ZHUH�DOVR�DZDUGHG� WKH�³$GYDQFHG
7HFKQRORJ\� &HUWLILFDWLRQ� IRU� )RUHLJQ� )XQGHG� (QWHUSULVHV´� E\� WKH� 'HSDUWPHQW� RI� )RUHLJQ� 7UDGH� DQG� (FRQRPLF� &RRSHUDWLRQ� RI
6KDQGRQJ�3URYLQFH�LQ������

:H�HPSOR\�D�PDUNHW�GULYHQ�DSSURDFK�WR�LQLWLDWH�UHVHDUFK�DQG�GHYHORSPHQW�SURMHFWV�LQFOXGLQJ�ERWK�SURGXFW�DQG�SURGXFWLRQ�WHFKQLTXH
GHYHORSPHQW��:H�EHOLHYH� WKDW� WKH�NH\� WR� WKH� LQGXVWU\� UHYROYHV�DURXQG� �L�� VDIHW\�RI�SURGXFWV�DQG� �LL��PD[LPL]LQJ� WKH�\LHOG�SHU�XQLW
YROXPH�RI�SODVPD��2XU�UHVHDUFK�DQG�GHYHORSPHQW�HIIRUWV�DUH�IRFXVHG�DURXQG�WKH�IROORZLQJ�DUHDV�

EURDGHQ�WKH�EUHDGWK�DQG�GHSWK�RI�RXU�SRUWIROLR�RI�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV�x�
HQKDQFH�WKH�\LHOG�SHU�XQLW�YROXPH�RI�SODVPD�WKURXJK�QHZ�FROOHFWLRQ�WHFKQLTXHV�x�
PD[LPL]H�PDQXIDFWXULQJ�HIILFLHQF\�DQG�VDIHW\�x�
SURPRWH�SURGXFW�VDIHW\�WKURXJK�LPSOHPHQWDWLRQ�RI�QHZ�WHFKQRORJLHV��DQGx�
UHILQH�SURGXFWLRQ�WHFKQRORJ\�IRU�H[LVWLQJ�SURGXFWV�x�

2XU�UHVHDUFK�FHQWHU�LV�ORFDWHG�RQ�WKH�VDPH�SUHPLVHV�DV�WKH�IDFWRU\��ZKLFK�LV�ORFDWHG�LQ�7DL¶DQ�&LW\��6KDQGRQJ�3URYLQFH��7KH�UHVHDUFK
FHQWHU� LV� HTXLSSHG�ZLWK� VSHFLDOL]HG� HTXLSPHQW� LQFOXGLQJ� DGYDQFHG� WHVWLQJ� DQG� DQDO\WLFDO� HTXLSPHQW�� VXFK� DV� DWRPLF� DEVRUSWLPHWHU�
IXOO\�DXWRPDWHG�EORRG�FRDJXODWLRQ�DQDO\]HU��KLJK�SHUIRUPDQFH�OLTXLG�FKURPDWRJUDSK��JDV�FKURPDWRJUDSK��UDGLRLPPXQRDVVD\�DQDO\]HU�
XOWUDYLROHW�YLVLEOH� VSHFWURSKRWRPHWHU�� DQG� SURWHLQ� FKURPDWRJUDSK�� PRVW� RI� ZKLFK� KDYH� EHHQ� LPSRUWHG� IURP� WKH� 86�� -DSDQ�� ,WDO\�
*HUPDQ\�DQG�$XVWUDOLD��2XU�UHVHDUFK�DQG�GHYHORSPHQW�GHSDUWPHQW�LV�FRPSULVHG�RI�DERXW����UHVHDUFKHUV��$OO�RI�WKHP�KROG�GHJUHHV�LQ
DUHDV� VXFK� DV�PHGLFLQH�� SKDUPDF\�� ELRORJ\�� DQG�ELRFKHPLVWU\��2XU� UHVHDUFK� FHQWHU� FDUULHV� RXW� GHYHORSPHQW� DQG� UHJLVWUDWLRQ�RI� RXU
SURGXFWV�

$OO�WKH�SURGXFWV�ZH�FXUUHQWO\�PDQXIDFWXUH�KDYH�EHHQ�GHYHORSHG�LQ�KRXVH��7KH�IROORZLQJ�WDEOH�RXWOLQHV�RXU�UHVHDUFK�DQG�GHYHORSPHQW
ZRUN�LQ�SURJUHVV�

3URGXFWV�&XUUHQWO\
LQ
'HYHORSPHQW

&XUH�8VH
6WDWXV�RI�3URGXFW
'HYHORSPHQW 6WDJH


+XPDQ�3URWKURPELQ
&RPSOH[
&RQFHQWUDWH

8VHG� IRU� WKH� SURSK\OD[LV� DQG� WUHDWPHQW� RI
EOHHGLQJ� LQ� SDWLHQWV� ZLWK� VLQJOH� RU� PXOWLSOH
FRQJHQLWDO� GHILFLHQFLHV� RI� IDFWRU� ,,� RU�;� DQG� LQ
SDWLHQWV� ZLWK� VLQJOH� RU� PXOWLSOH� DFTXLUHG
SURWKURPELQ�FRPSOH[�IDFWRU�GHILFLHQF\�UHTXLULQJ
SDUWLDO�RU�FRPSOHWH�UHYHUVDO�

$SSOLFDWLRQ� PDGH� WR� WKH� 6)'$� IRU� RIILFLDO
SURGXFWLRQ� SHUPLW� DQG� SURGXFW� FHUWLILFDWLRQ�
&RPPHUFLDO�SURGXFWLRQ�H[SHFWHG�LQ�ODWH������

�

+XPDQ�&RDJXODWLRQ
)DFWRU�9,,,

8VH�IRU�FRDJXORSDWKLH�VXFK�DV�+HPRSKLOLD�$�DQG
LQFUHDVH� FRQFHQWUDWLRQ� RI� FRDJXODWLRQ� IDFWRU
9,,,�

$SSOLFDWLRQ� PDGH� WR� WKH� 6)'$� IRU� RIILFLDO
SURGXFWLRQ� SHUPLW� DQG� SURGXFW� FHUWLILFDWLRQ�
&RPPHUFLDO�SURGXFWLRQ�H[SHFWHG� LQ�VHFRQG�KDOI
RI������

�

+XPDQ�+HSDWLWLV�%
,PPXQRJOREXOLQ
�3+���IRU
,QWUDYHQRXV�,QMHFWLRQ

3UHYHQWLRQ� RI�PHDVOHV� DQG� FRQWDJLRXV� KHSDWLWLV�
:KHQ� DSSOLHG� WRJHWKHU� ZLWK� DQWLELRWLFV�� LWV
FXUDWLYH�HIIHFW�RQ�FHUWDLQ�VHYHUH�EDFWHULD�RU�YLUXV
LQIHFWLRQ�PD\�EH�LPSURYHG�

&OLQLFDO� WULDO� MXVW� FRPPHQFHG�� &RPPHUFLDO
SURGXFWLRQ�H[SHFWHG�LQ������

�

+XPDQ�)LEULQRJHQ &XUH� IRU� ODFN�RI� ILEULQRJHQ�DQG� LQFUHDVH�KXPDQ
ILEULQRJHQ�FRQFHQWUDWLRQ�

&OLQLFDO� WULDO� SURJUDP� XQGHU� 6)'$� UHYLHZ�
(VWLPDWHG�FRPPHUFLDO�SURGXFWLRQ�LQ������

�

9DULFHOOD
+\SHULPPXQH
*OREXOLQV

8VHG� IRU� WUHDWPHQW� RI� HF]HPD� YDFFLQDWXP�
YDFFLQLD�QHFURVXP��DQG�RFXODU�YDFFLQLD

'HYHORS�VFRSH�DQG�WHFKQLTXH�IRU�WHVWLQJ�WKH�QHZ
PHGLFLQH�

�

+XPDQ
,PPXQRJOREXOLQ�IRU
,QWUDYHQRXV�,QMHFWLRQ

&XUH� IRU� RULJLQDO� LPPXQRJOREXOLQ� GHILFLHQF\�
VHFRQGDU\� LPPXQRJOREXOLQ� GHILFLHQF\� DQG
$XWR�LPPXQH�GHILFLHQF\�GLVHDVHV

'HYHORS�ODERUDWRU\�VFDOH�PDQXIDFWXULQJ�SURFHVV� �

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



±����


�7KHVH�VWDJHV�UHIHU�WR�WKH�VWDJHV�LQ�WKH�UHJXODWRU\�DSSURYDO�SURFHVV�IRU�RXU�SURGXFWV�GLVFORVHG�XQGHU�WKH�KHDGLQJ�³5HJXODWLRQ´�LQ�WKLV
UHSRUW�

��

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



)RU�WKH�ILVFDO�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WRWDO�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�DPRXQWHG�WR�DSSUR[LPDWHO\
�����PLOOLRQ�������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��UHSUHVHQWLQJ�DSSUR[LPDWHO\������������DQG�������UHVSHFWLYHO\��RI�RXU�WRWDO
VDOHV�

2XU�&RPSHWLWLRQ

:H� DUH� VXEMHFW� WR� LQWHQVH� FRPSHWLWLRQ�� 7KHUH� DUH� ERWK� ORFDO� DQG� RYHUVHDV� SKDUPDFHXWLFDO� HQWHUSULVHV� WKDW� DUH� HQJDJHG� LQ� WKH
PDQXIDFWXUH�DQG�VDOH�RI�SRWHQWLDO�VXEVWLWXWH�RU�VLPLODU�ELRSKDUPDFHXWLFDO�SURGXFWV�DV�RXU�SURGXFWV�LQ�WKH�35&��7KHVH�FRPSHWLWRUV�PD\
KDYH�PRUH�FDSLWDO��EHWWHU�UHVHDUFK�DQG�GHYHORSPHQW�UHVRXUFHV��PDQXIDFWXULQJ�DQG�PDUNHWLQJ�FDSDELOLW\�DQG�H[SHULHQFH�WKDQ�ZH�GR��,Q
RXU� LQGXVWU\�� ZH� FRPSHWH� EDVHG� XSRQ� SURGXFW� TXDOLW\�� SURGXFW� FRVW�� DELOLW\� WR� SURGXFH� D� GLYHUVH� UDQJH� RI� SURGXFWV� DQG� ORJLVWLFDO
FDSDELOLWLHV�

:H� EHOLHYH� WKDW�ZH� KDYH� VWUHQJWKHQHG� RXU� SRVLWLRQ� LQ� WKH�PDUNHWSODFH�ZLWK� RXU� DFTXLVLWLRQ� RI�'DOLQ� DQG� LWV� ����PDMRULW\�RZQHG
RSHUDWLQJ�VXEVLGLDU\��*XL]KRX�7DLEDQJ�DQG�D�����HTXLW\�LQWHUHVW�LQ�+XLWLDQ��;L¶DQ�EDVHG�ELRSKDUPDFHXWLFDO�FRPSDQ\�

2XU� SURILWDELOLW\� PD\� EH� DGYHUVHO\� DIIHFWHG� LI� �L�� FRPSHWLWLRQ� LQWHQVLILHV�� �LL�� FRPSHWLWRUV� GUDVWLFDOO\� UHGXFH� SULFHV�� RU� �LLL�� 35&
JRYHUQPHQW¶V� LQWHUIHUHQFH�RQ�SULFHV��RU� �LY��FRPSHWLWRUV�GHYHORS�QHZ�SURGXFWV�RU�SURGXFW� VXEVWLWXWHV�KDYLQJ�FRPSDUDEOH�PHGLFLQDO
DSSOLFDWLRQV�RU�WKHUDSHXWLF�HIIHFWV�ZKLFK�DUH�PRUH�HIIHFWLYH�DQG��RU�OHVV�FRVWO\�WKDQ�WKRVH�SURGXFHG�E\�XV�

2WKHU�DSSURYHG�ELRSKDUPDFHXWLFDO�PDQXIDFWXUHUV�LQ�WKH�35&�DUH�HQWLWOHG�WR�SURGXFH�PDQ\�RI�WKH�SURGXFWV�SURGXFHG�E\�XV��7KHUH�DUH
FXUUHQWO\� DERXW� ��� DSSURYHG�PDQXIDFWXUHUV� RI� SODVPD�EDVHG� SKDUPDFHXWLFDO� SURGXFWV� LQ� &KLQD��0DQ\� RI� WKHVH� PDQXIDFWXUHUV� DUH
HVVHQWLDOO\�SURGXFLQJ�WKH�VDPH�W\SH�RI�SURGXFWV�WKDW�ZH�SURGXFH��KXPDQ�DOEXPLQ�DQG�YDULRXV�W\SHV�RI�LPPXQRJOREXOLQ��+RZHYHU��GXH
WR�UHFHQW�0LQLVWU\�RI�+HDOWK�UHJXODWLRQV��ZH�EHOLHYH�WKDW�LW�LV�GLIILFXOW�IRU�QHZ�PDQXIDFWXUHUV�WR�HQWHU�LQWR�WKH�LQGXVWU\��:H�EHOLHYH�WKDW
RXU�PDMRU�FRPSHWLWRUV�LQ�WKH�DOEXPLQ�DQG�LPPXQRJOREXOLQ�PDUNHW�LQ�&KLQD�DUH�+XD�/DQ�%LRORJLFDO�(QJLQHHULQJ��6KDQJKDL�,QVWLWXWH�RI
%LRORJLFDO�3URGXFWV��6KDQJKDL�5$$6�%ORRG�3URGXFWV�&R���/WG���%HLMLQJ�7LDQWDQ�%LRORJLFDO�3URGXFWV��DQG�6LFKXDQ�<XDQGD�6KX\DQJ
3KDUPDFHXWLFDO�&R�

,Q�DGGLWLRQ��FRPSHWLWLRQ�IURP�LPSRUWHG�SURGXFWV�DQG�&KLQD¶V�DGPLVVLRQ�DV�D�PHPEHU�RI�WKH�:72�FUHDWHV�LQFUHDVHG�FRPSHWLWLRQ��7KH
35&�EHFDPH� D�PHPEHU� RI� WKH�:72� LQ�'HFHPEHU� ������&RPSHWLWLRQ� LQ� WKH� ELRSKDUPDFHXWLFDO� LQGXVWU\� LQ� WKH�35&�ZLOO� LQWHQVLI\
JHQHUDOO\�LQ�WZR�UHVSHFWV��:LWK�ORZHU�LPSRUW�WDULIIV��ZH�DQWLFLSDWH�WKDW�LPSRUWHG�ELRSKDUPDFHXWLFDO�SURGXFWV�PDQXIDFWXUHG�RYHUVHDV
PD\�EHFRPH�LQFUHDVLQJO\�FRPSHWLWLYH�ZLWK�GRPHVWLFDOO\�SURGXFHG�SURGXFWV�LQ�WHUPV�RI�SULFLQJ��:H�DOVR�EHOLHYH�WKDW�ZHOO�HVWDEOLVKHG
IRUHLJQ� ELRSKDUPDFHXWLFDO� PDQXIDFWXUHUV� PD\� VHW� XS� SURGXFWLRQ� IDFLOLWLHV� LQ� WKH� 35&� DQG� FRPSHWH� ZLWK� GRPHVWLF� PDQXIDFWXUHUV
GLUHFWO\��:LWK� WKH� H[SHFWHG� LQFUHDVHG� VXSSO\� RI� FRPSHWLWLYHO\� SULFHG� ELRSKDUPDFHXWLFDO� SURGXFWV� LQ� WKH� 35&�� ZH� PD\� IDFH� ZLWK
LQFUHDVHG�FRPSHWLWLRQ�IURP�IRUHLJQ�ELRSKDUPDFHXWLFDO�SURGXFWV��LQFOXGLQJ�WKH�W\SHV�RI�SURGXFWV�PDQXIDFWXUHG�E\�86�PDQXIDFWXUHUV
DQG�RWKHU�PDQXIDFWXUHUV��6LQFH�������ZH�KDYH�VHHQ�D�VXEVWDQWLDO�LQFUHDVH�LQ�YROXPH�RI�LPSRUWHG�KXPDQ�DOEXPLQ�LQ�&KLQD��,I�WKH�WUHQG
RI�LPSRUWDWLRQ�RI�KXPDQ�DOEXPLQ�FRQWLQXHV��ZH�PD\�IDFH�PRUH�ILHUFH�FRPSHWLWLRQ�LQ�GRPHVWLF�KXPDQ�DOEXPLQ�PDUNHW�

:H�EHOLHYH�WKDW�ZH�FRQWLQXHG�WR�EH�RQH�RI�WKH�WRS�UDQNHG�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�FRPSDQLHV�LQ�&KLQD�LQ������EDVHG�RQ�RXU
DQDO\VLV�RI�GDWD�UHJDUGLQJ�WKH�DSSURYDO�IRU�VDOHV�RI�SODVPD�GHULYHG�SURGXFWV�SXEOLVKHG�E\�&KLQD�1DWLRQDO�,QVWLWXWH�IRU�WKH�&RQWURO�RI
3KDUPDFHXWLFDO�DQG�%LRORJLFDO�3URGXFWV�WKURXJKRXW�RI�WKH�\HDU��2XU�SDVW�ILQDQFLDO�SHUIRUPDQFH�LV�DWWULEXWDEOH�WR�RXU�PDUNHW�SRVLWLRQ
LQ�WKH�LQGXVWU\��)XUWKHUPRUH��ZKLOH�HDFK�RI�WKH�SODVPD�SURGXFWV�UHODWHG�FRPSDQLHV�KDYH�WKHLU�RZQ�SURGXFW�FRPSRVLWLRQ�ZKLFK�LQFOXGH
�� PDLQ� FDWHJRULHV� QDPHO\� KXPDQ� DOEXPLQ�� KXPDQ� LPPXQRJOREXOLQ� DQG� O\RSKLOL]HG� KXPDQ� IDFWRU�� ZH� DUH� FXUUHQWO\� GHYHORSLQJ
O\RSKLOL]HG�KXPDQ�IDFWRU�SURGXFWV�ZKLFK�ZH�H[SHFW�WR�ODXQFK�LQ�VHFRQG�KDOI�RI�������:H�ZLOO�FRQWLQXH�WR�PHHW�FKDOOHQJHV�DQG�VHFXUH
RXU� PDUNHW� SRVLWLRQ� E\� HQKDQFLQJ� RXU� H[LVWLQJ� SURGXFWV�� LQWURGXFLQJ� QHZ� SURGXFWV� WR� PHHW� FXVWRPHU� GHPDQG�� GHOLYHULQJ� TXDOLW\
SURGXFWV�WR�RXU�FXVWRPHUV�LQ�D�WLPHO\�PDQQHU�DQG�PDLQWDLQLQJ�RXU�HVWDEOLVKHG�LQGXVWU\�UHSXWDWLRQ�

2XU�,QWHOOHFWXDO�3URSHUW\

:H� KROG� WKH� H[FOXVLYH� ULJKW� WR� D� 7UDGHPDUN� 5HJLVWUDWLRQ� &HUWLILFDWH� �1R���������� LVVXHG� E\� WKH� 35&� ,QGXVWU\� DQG� &RPPHUFH
$GPLQLVWUDWLRQ�7UDGHPDUN�%XUHDX��7KH�FODVV�RI�JRRGV�RQ�ZKLFK�WKH� WUDGHPDUN�KDV�EHHQ�DSSURYHG�WR�XVH� LQFOXGH��SODVPD�SURGXFWV�
ELRORJLFDO�SURGXFWV��KXPDQ�GUXJV��ELRSUHSDUDWH��KHPRJORELQ��VHUXP��LQMHFWLRQ��WDEOHW�DQG�DJHQW��7KH�UHJLVWUDWLRQ�ZLOO�H[SLUH�LQ�-DQXDU\
���������

,Q�DGGLWLRQ��ZH�KDYH�UHJLVWHUHG�WKH�IROORZLQJ�GRPDLQ�QDPHV��ZZZ�FKLQDELRORJLF�FRP�DQG�ZZZ�FWEE�FRP�FQ�

5HJXODWLRQ

7KLV�VHFWLRQ�VXPPDUL]HV�WKH�PDMRU�35&�UHJXODWLRQV�UHODWLQJ�WR�RXU�EXVLQHVV�

'XH�WR�WKH�QDWXUH�RI�RXU�SURGXFWV��ZH�DUH�VXSHUYLVHG�E\�YDULRXV�OHYHOV�RI�WKH�35&�0LQLVWU\�RI�+HDOWK�DQG�RU�6)'$��6XFK�VXSHUYLVLRQ
LQFOXGHV�WKH�VDIHW\�VWDQGDUGV�UHJXODWLQJ�RXU�VRXUFH�VXSSOLHV��PDLQO\�SODVPD���RXU�PDQXIDFWXULQJ�SURFHVV�WKURXJK�WKH�LVVXDQFH�RI�RXU
*03�&HUWLILFDWLRQ�DQG�WKH�LQVSHFWLRQ�RI�RXU�ILQLVKHG�SURGXFWV�

:H�DUH�DOVR�VXEMHFW�RWKHU�35&�UHJXODWLRQV��LQFOXGLQJ�WKRVH�UHODWLQJ�WR�WD[DWLRQ��IRUHLJQ�FXUUHQF\�H[FKDQJH�DQG�GLYLGHQG�GLVWULEXWLRQV�

��
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6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



3ODVPD�&ROOHFWLRQ

6XEVWDQWLDOO\� DOO� SODVPD� GRQDWLRQV� IRU� FRPPHUFLDOL]HG� SODVPD�EDVHG� ELRSKDUPDFHXWLFDO� SURGXFWV� DUH� GRQH� WKURXJK� SODVPDSKHUHVLV
GRQDWLRQ� VWDWLRQV�� 3ODVPDSKHUHVLV� GRQDWLRQ� PHDQV� GRQRUV� JLYH� RQO\� VHOHFWHG� EORRG� FRPSRQHQWV� ²� SODWHOHWV�� SODVPD�� UHG� FHOOV�
LQIHFWLRQ�ILJKWLQJ�ZKLWH�FHOOV�FDOOHG�JUDQXORF\WHV��RU�D�FRPELQDWLRQ�RI� WKHVH��GHSHQGLQJ�RQ�GRQRUV�EORRG� W\SH�DQG� WKH�QHHGV�RI� WKH
FRPPXQLW\�� 3ODVPDSKHUHVLV� VWDWLRQV� LQ� &KLQD� DUH� FRPPRQO\� XVHG� WR� FROOHFW� SODVPD�� ,Q� &KLQD�� FXUUHQW� UHJXODWLRQV� RQO\� DOORZ� DQ
LQGLYLGXDO�GRQRU�WR�GRQDWH�EORRG�LQ����GD\�LQWHUYDOV��ZLWK�D�PD[LPXP�TXDQWLW\�RI����PO��RU�DERXW�����JUDP��SHU�GRQDWLRQ�

7KH�IROORZLQJ�DUH�WKH�UHJXODWRU\�UHTXLUHPHQWV�WR�HVWDEOLVK�D�SODVPDSKHUHVLV�VWDWLRQ�LQ�&KLQD�

PHHW�WKH�RYHUDOO�SODQ�LQ�WHUPV�RI�WKH�WRWDO�QXPEHU��GLVWULEXWLRQ��DQG�RSHUDWLRQDO�VFDOH�RI�SODVPDSKHUHVLV�VWDWLRQV�

KDYH�WKH�UHTXLUHG�SURIHVVLRQDO�KHDOWK�FDUH�WHFKQLFLDQV�WR�RSHUDWH�D�VWDWLRQ�

KDYH�WKH�IDFLOLW\�DQG�D�K\JLHQLF�HQYLURQPHQW�WR�RSHUDWH�D�VWDWLRQ�

KDYH�DQ�LGHQWLILFDWLRQ�V\VWHP�WR�LGHQWLI\�GRQRUV�

KDYH�WKH�HTXLSPHQW�WR�RSHUDWH�D�VWDWLRQ��DQG

KDYH�WKH�HTXLSPHQW�DQG�TXDOLW\�FRQWURO�WHFKQLFLDQV�WR�HQVXUH�WKH�TXDOLW\�RI�WKH�SODVPD�FROOHFWHG�x�

x�

x�

x�

x�

x�

$V�D�UHVXOW�RI�WKH�RYHUKDXO�E\�WKH�IRXU�PLQLVWULHV�RI�WKH�6WDWH�&RXQFLO�LQ�0D\�������ZH�HVWLPDWH�WKDW�WKH�QXPEHU�RI�FROOHFWLRQ�VWDWLRQV
�LQFOXGLQJ�SODVPD�VWDWLRQV��WKDW�PHHW�WKH�VWDQGDUGV�LPSRVHG�E\�WKH�35&�KDV�EHHQ�UHGXFHG�IURP�DSSUR[LPDWHO\�����WR�DSSUR[LPDWHO\
����WKHQ��3ODVPD�VWDWLRQV�ZHUH�FXVWRPDULO\�RZQHG�DQG�PDQDJHG�E\�WKH�35&�KHDOWK�DXWKRULWLHV��,Q�0DUFK�������WKH�0LQLVWU\�RI�+HDOWK
SURPXOJDWHG� WKH�%ORRG�&ROOHFWLRQ�0HDVXUHV�ZKHUHE\� WKH�RZQHUVKLS�DQG�PDQDJHPHQW�RI� WKH�SODVPD�VWDWLRQV�PXVW�EH� WUDQVIHUUHG� WR
SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�FRPSDQLHV�ZKLOH�WKH�UHJXODWRU\�VXSHUYLVLRQ�DQG�DGPLQLVWUDWLYH�FRQWURO�UHPDLQ�ZLWK�WKH�JRYHUQPHQW�
)RU�WKRVH�SODVPD�VWDWLRQV�ZKLFK�GLG�QRW�FRPSOHWH�WKHLU�UHIRUP�E\�'HFHPEHU�����������WKHLU�OLFHQVH�WR�FROOHFW�SODVPD�ZLOO�EH�UHYRNHG�
$V�D�UHVXOW��DOO�SODVPD�VWDWLRQV�DUH�QRZ�KDYLQJ�GLUHFW�VXSSO\�UHODWLRQVKLS�ZLWK�WKHLU�SDUHQW�IUDFWLRQDWLRQ�IDFLOLWLHV�

6HW�RXW�EHORZ�DUH�VRPH�RI�WKH�VDIHW\�IHDWXUHV�DW�&KLQD¶V�FROOHFWLRQ�VWDWLRQV�

&ROOHFWLRQ� VWDWLRQV� FDQ� RQO\� VRXUFH� SODVPD� IURP� GRQRUV� ZLWKLQ� WKH� DVVLJQHG� GLVWULFW� DSSURYHG� E\� WKH� SURYLQFLDO� KHDOWK
DXWKRULWLHV�

&ROOHFWLRQ�VWDWLRQV�PXVW�SHUIRUP�D�KHDOWK�FKHFN�RQ�WKH�GRQRU��2QFH�WKH�GRQRU�SDVVHV�WKH�KHDOWK�FKHFN��D�³GRQRU�SHUPLW´�LV
LVVXHG�WR�WKH�GRQRU��7KH�VWDQGDUGV�RI�WKH�KHDOWK�FKHFN�DUH�HVWDEOLVKHG�E\�WKH�KHDOWK�DXWKRULWLHV�DW�WKH�6WDWH�&RXQFLO�OHYHO�

7KH�GHVLJQ�DQG�SULQWLQJ�RI� WKH�³GRQRU�SHUPLW´� LV� DGPLQLVWUDWHG�E\� WKH�SURYLQFLDO�KHDOWK�DXWKRULWLHV�� DXWRQRPRXV� UHJLRQ�RU
PXQLFLSDOLW\�JRYHUQPHQW��DV�WKH�FDVH�PD\EH��7KH�³GRQRU�SHUPLW´�FDQQRW�EH�DOWHUHG��FRSLHG�RU�DVVLJQHG�

%HIRUH�GRQRUV�FDQ�GRQDWH�SODVPD��WKH�VWDWLRQ�PXVW�YHULI\�WKHLU�LGHQWLWLHV�DQG�WKH�YDOLGLW\�RI�WKHLU�³GRQRU�SHUPLWV�´�7KH�GRQRUV
PXVW�SDVV�WKH�YHULILFDWLRQ�SURFHGXUHV�EHIRUH�WKH\�DUH�JLYHQ�D�KHDOWK�FKHFN�DQG�EORRG�WHVW��)RU�WKRVH�GRQRUV�ZKR�KDYH�SDVVHG
WKH�YHULILFDWLRQ��KHDOWK�FKHFN�DQG�EORRG�WHVW�DQG�ZKRVH�SODVPD�ZHUH�GRQDWHG�DFFRUGLQJ�WR�SUHVFULEHG�SURFHGXUHV��WKH�VWDWLRQ
ZLOO�VHWXS�D�UHFRUG�

$OO� FROOHFWLRQ� VWDWLRQV�DUH� VXEMHFW� WR� WKH� UHJXODWLRQV�RQ� WUDQVPLWWDEOH�GLVHDVHV�SUHYHQWLRQ��7KH\�PXVW� VWULFWO\�DGKHUH� WR� WKH
VDQLWDU\�UHTXLUHPHQWV�DQG�UHSRUWLQJ�SURFHGXUHV�LQ�WKH�HYHQW�RI�DQ�HSLGHPLF�VLWXDWLRQ�

x�

x�

x�

x�

x�

7KH�RSHUDWLRQ�RI�SODVPD�FROOHFWLRQ�VWDWLRQV� LV� VWULFWO\� UHJXODWHG�E\� WKH�35&�JRYHUQPHQW��:LWK� WKH� UHVWDUWV�RI�SUHYLRXV�VWDWLRQV�DQG
QHZO\�EXLOW�VWDWLRQV��WKH�&RPSDQ\�HVWLPDWHG�WKDW�WKHUH�DUH�DSSUR[LPDWHO\�����SODVPD�VWDWLRQV�LQ�RSHUDWLRQ�LQ�&KLQD�

,PSRUWDWLRQ�RI�%ORRG�3URGXFWV

$FFRUGLQJ�WR�FXUUHQW�&KLQHVH�UHJXODWLRQV��WKH�IROORZLQJ�EORRG�SURGXFWV�DUH�EDQQHG�IURP�LPSRUWDWLRQ�LQWR�&KLQD�

3ODVPD�±�IUR]HQ��OLTXLG�DQG�IUHH]H�GULHG�+XPDQ�3ODVPD�x�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



,PPXQRJOREXOLQ� ±� +XPDQ� 1RUPDO� ,PPXQRJOREXOLQ�� 6SHFLILF� ,PPXQRJOREXOLQ�� +XPDQ� $QWL�7HWDQXV� ,PPXQRJOREXOLQ�
+XPDQ� $QWL�KHPRSKLOLD� *OREXOLQ�� +XPDQ� $QWL�+%V� ,PPXQRJOREXOLQ�� +XPDQ� $QWL�� '�5KR�� ,PPXQRJOREXOLQ� DQG
,PPXQRJOREXOLQ�)RU�,QWUDYHQRXV�$GPLQLVWUDWLRQ�

)DFWRU�9,,,�±�&U\RSUHFLSLWDWHG�)DFWRU�9,,,�DQG�)DFWRU�9,,,�&RQFHQWUDWH��RQO\�%D\HU�LV�DOORZHG��XQGHU�D�VSHFLDO�DUUDQJHPHQW
ZLWK�35&�JRYHUQPHQW��WR�LPSRUW�WKLV�SURGXFW�LQWR�35&��FRPPHQFLQJ�1RYHPEHU�������

)DFWRU�,;�&RQFHQWUDWH�

+XPDQ�)LEULQRJHQ�

3ODWHOHW�&RQFHQWUDWH�

+XPDQ�3URWKURPELQ�&RPSOH[�

:KROH�EORRG�RU�EORRG�FRPSRQHQWV�x�

x�

x�

x�

x�

x�

x�

��
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3URGXFWLRQ�RI�3ODVPD�EDVHG�3URGXFWV

7KH�PDQXIDFWXUH� DQG� VDOH� RI� SODVPD�EDVHG�ELRSKDUPDFHXWLFDO� SURGXFWV� LV� VWULFWO\� UHJXODWHG�E\� WKH�35&�JRYHUQPHQW��)RU� H[DPSOH�
XQGHU�35&�ODZ��HDFK�YDULDWLRQ�LQ�WKH�SDFNDJLQJ��GRVDJH�DQG�FRQFHQWUDWLRQ�RI�PHGLFDO�SURGXFWV�UHTXLUHV�UHJLVWUDWLRQ�DQG�DSSURYDO�E\
WKH�6)'$��'XULQJ� WKLV�SURFHVV� WKH�DOWHUHG�SURGXFW� LV�QRW�FRPPHUFLDOO\�DYDLODEOH�IRU�VDOH��)RU�H[DPSOH��DPRQJ�RXU�KXPDQ�DOEXPLQ
SURGXFWV� RQO\� +XPDQ�$OEXPLQ� ������PO�� ������PO�� ������PO�� ������PO�� ������PO�� ������PO�� DQG� ������PO� SURGXFWV� DUH
FXUUHQWO\�DSSURYHG�DQG�DUH�FRPPHUFLDOO\�DYDLODEOH��$FFRUGLQJO\��DOO�UHIHUHQFHV��LQ�WKLV�UHSRUW��WR�RXU�PDQXIDFWXUH�DQG�VDOH�RI�KXPDQ
DOEXPLQ�UHODWH�WR�RXU�DSSURYHG�KXPDQ�DOEXPLQ�SURGXFWV�

7KH�WDEOH�EHORZ�VKRZV�WKH�35&�DSSURYDO�SURFHVV�IRU�WKH�PDQXIDFWXUH�DQG�VDOH�RI�QHZ�PHGLFLQHV�

6WDJH��(VWLPDWHG�7LPH
3HULRG�

$FWLYLWLHV

� 3ODQQLQJ� 6WDJH� ��
PRQWK�

3ULRU� WR� WKH�GHYHORSPHQW�RI�SRWHQWLDO�QHZ�SURGXFWV��RXU�5HVHDUFK�	�'HYHORSPHQW�GHSDUWPHQW
ZLOO�HQJDJH� LQ�D�FRPSUHKHQVLYH�UHYLHZ�RI�H[LVWLQJ�PHGLFDO� OLWHUDWXUH��SDWHQW�VWDWXV�DQG�PDUNHW
LQIRUPDWLRQ�� LQFOXGLQJ� H[SHFWHG�SURGXFW� GHPDQG� DQG�RWKHU� FRPSHWLWLRQ�� LQ� RUGHU� WR� GHWHUPLQH
WKH�IHDVLELOLW\�RI�GHYHORSPHQW�DQG�SURGXFWLRQ�RI�D�QHZ�SURGXFW�RIIHULQJ��$OWKRXJK�WKLV�W\SLFDOO\
WDNHV� DERXW� ��PRQWK� WR� FRPSOHWH�� WKLV� VWDJH� SUHFHGHV� GHYHORSPHQW� HIIRUWV� IRU� D� QHZ� SURGXFW�
ZKLFK� FRXOG� WDNH� VHYHUDO� PRQWKV� RU� HYHQ� \HDUV� WR� FRPSOHWH�� )RU� SURGXFWV� ZLWK� OHQJWK\
GHYHORSPHQW� SHULRGV�� ZH� PD\� EH� UHTXLUHG� WR� SHULRGLFDOO\� UHYLVLW� WKLV� VWDJH� WR� FRQILUP� WKH
IHDVLELOLW\�RI�FRQWLQXHG�GHYHORSPHQW�HIIRUWV�

� )HDVLELOLW\� VWXG\� DQG
DVVXPSWLRQ
FODULILFDWLRQ� ��
PRQWKV�

,I� ZH� GHWHUPLQH� WKDW� GHYHORSPHQW�� RZQHUVKLS� DQG� PDUNHWLQJ� RI� D� SRWHQWLDO� QHZ� SURGXFW� LV
SRVVLEOH�DQG�SRWHQWLDOO\�DGYDQWDJHRXV��ZH�SURFHHG�ZLWK�GHYHORSPHQW�HIIRUWV��+RZHYHU��SRWHQWLDO
QHZ� SURGXFWV� DUH� W\SLFDOO\� GHYHORSHG� LQ� D� ODERUDWRU\� RU� VPDOO� EDWFK� VHWWLQJ�� DQG� LQ� RUGHU� WR
REWDLQ�DSSURYDO�IRU�SRWHQWLDO�QHZ�SURGXFWV�DQG�WR�PDUNHW�QHZ�SURGXFWV��ZH�PXVW�GHYHORS�D�SODQ
IRU�WHVWLQJ�DQG�SURGXFLQJ�WKH�QHZ�SURGXFW��7KH�ILUVW�VWHS�LQ�GHYHORSLQJ�VXFK�SODQ�LV�D�IHDVLELOLW\
VWXG\�DQG�DVVXPSWLRQ�FODULILFDWLRQ��7KLV�VWXG\�LV�FRQGXFWHG�IROORZLQJ�RU�GXULQJ�GHYHORSPHQW�RI
D�QHZ�SURGXFW�� DQG� LQYROYHV�D� UHYLHZ�DQG�VWXG\�RI� WKH� IHDVLELOLW\�RI�RXU� WHFKQLFDO��SURGXFWLRQ
DQG� ILQDQFLDO� FDSDELOLWLHV�� SURGXFWLRQ� FRQGLWLRQV� DQG� ILQDQFLDO� IRUHFDVWV��:H� DOVR� UHYLHZ� WKH
IHDVLELOLW\�RI�SUHSDULQJ�DQG�FRQGXFWLQJ�D�FOLQLFDO�VWXG\��RU�D�&OLQLFDO�7ULDO�SURJUDP��GXULQJ�WKLV
VWDJH�

� 'HYHORS� VFRSH� DQG
WHFKQLTXH� IRU� WHVWLQJ
WKH� QHZ� PHGLFLQH� ��
PRQWKV�

,I�IROORZLQJ�FRPSOHWLRQ�RI�D�6WDJH���VWXG\�ZH�PDNH�D�GHWHUPLQDWLRQ�WKDW�SURGXFLQJ�DQG�WHVWLQJ�D
SRWHQWLDO�QHZ�SURGXFW� LV� IHDVLEOH�DQG�SRWHQWLDOO\�DGYDQWDJHRXV��ZH�ZLOO�GHYHORS� WKH�VFRSH�DQG
WHFKQLTXHV� IRU� WHVWLQJ� WKH� SRWHQWLDO� QHZ� SURGXFW�� 7KLV� LQYROYHV� FRQILUPLQJ� WKH� VRXUFLQJ� RI
PDWHULDOV�QHHGHG�IRU�SURGXFWLRQ�DQG�PDUNHWLQJ�RI�WKH�SRWHQWLDO�QHZ�SURGXFW�DQG�GHYHORSPHQW�RI
WKH�PHWKRG�RI�SURGXFWLRQ��GRVDJH�GHVLJQ�DQG�SUHVFULSWLRQ�VHOHFWLRQV��'XULQJ�WKLV�VWDJH��ZH�ZLOO
DOVR�GHYHORS�D�FOLQLFDO�UHVHDUFK�VDPSOH�

� 3UHSDUDWLRQ� RI� D� YLUXV
LQDFWLYDWLRQ� UHSRUW� DQG
VXEPLVVLRQ� WR� WKH
1DWLRQDO� ,QVWLWXWH� IRU
WKH� &RQWURO� RI
3KDUPDFHXWLFDO� DQG
%LRORJLFDO�3URGXFWV��RU
1,&3%3�� IRU
SUHOLPLQDU\� UHYLHZ
�����PRQWKV�

,I� IROORZLQJ� GHYHORSPHQW� RI� WHVWLQJ�PHWKRGV� IRU� WKH� SRWHQWLDO� QHZ�SURGXFW�ZH� GHWHUPLQH� WKDW
WHVWLQJ�FDQ�EH�VXFFHVVIXOO\�FRPSOHWHG��ZH�ZLOO�SUHSDUH�DQG�ILQDOL]H�WKH�YLUXV�LQDFWLYDWLRQ�PHWKRG
IRU� WKH� SRWHQWLDO� QHZ� SURGXFW��:H� DUH� WKHQ� UHTXLUHG� WR� SUHSDUH� D� UHSRUW� ZLWK� GHWDLOV� RQ� WKH
SURGXFWLRQ�PHWKRG�DQG�SURFHGXUHV�DQG�EDVLV�RI�TXDOLW\�HYDOXDWLRQ�IRU�SUHOLPLQDU\�UHYLHZ�E\�WKH
1,&3%3��1,&3%3�VWDII�XVXDOO\�PDNHV�DQ�RQVLWH�YLVLW�GXULQJ�WKLV�VWDJH�WR�VXSHUYLVH�WHVWLQJ�DQG
UH�WHVWLQJ� RI� WKH� YLUXV� LQDFWLYDWLRQ� SURFHVV�� 7HVWHG� VDPSOHV�ZLOO� EH� VHQW� EDFN� WR� WKH�1,&3%3
FHQWUDO�RIILFH�LQ�%HLMLQJ�IRU�HYDOXDWLRQ�

� 5	'� WHVW� SURGXFW
LQIRUPDWLRQ� VXEPLWWHG
WR� WKH� 6)'$� IRU
SUHOLPLQDU\�DVVHVVPHQW
�����PRQWKV�

%HIRUH� WKH� 1,&3%3� FDQ� GHWHUPLQH� WKDW� RXU� FOLQLFDO� UHVHDUFK� VDPSOLQJ� DQG� YLUXV� LQDFWLYDWLRQ
PHWKRG�DQG�SURFHGXUHV�DUH�VXFFHVVIXO��ZH�DUH�UHTXLUHG�WR�VXEPLW�RXU�FOLQLFDO�UHVHDUFK�VDPSOLQJ
DQG� YLUXV� LQDFWLYDWLRQ� PHWKRG� DQG� SURFHGXUHV� WR� WKH� 6)'$� YLD� WKH� SURYLQFLDO� )'$� IRU
SUHOLPLQDU\� DVVHVVPHQW��:H� DOVR� GHYHORS� WKH� SDUDPHWHUV� IRU� D� &OLQLFDO� 7ULDO� SURJUDP� DW� WKLV
VWDJH��2XU�SURJUDP�XVXDOO\�UHTXLUHV�WKH�HVWDEOLVKPHQW�RI�D�FRPPLWWHH�FRPSULVHG�RI�RXU�5HVHDUFK
DQG�'HYHORSPHQW� VWDII�ZKRVH� UHVSRQVLELOLW\� LV� WR� FRPPXQLFDWH�ZLWK� WKH�KRVSLWDOV� DQG�GRFWRUV
ZKR�DUH�LQYLWHG�WR�SDUWLFLSDWH�LQ�WKH�WULDO��$IWHU�RXU�VXEPLVVLRQ�RI�LQIRUPDWLRQ�WR�WKH�6)'$�ZH
ZLOO� EHFRPH� VXEMHFW� WR� UDQGRP� RQVLWH� VDPSOLQJ� E\� WKH� 6)'$� DV� WKH\� UHYLHZ� RXU� UHSRUWV� DQG
SURFHGXUHV� UHJDUGLQJ� WHVWLQJ�RI� WKH�SRWHQWLDO�SURGXFW��7KH�6)'$�ZLOO�XVXDOO\� LQIRUP�XV�RI� WKH
H[DFW�VDPSOLQJ�GDWH�DQG�6)'$�VWDII�ZLOO�UDQGRPO\�VHOHFW�FHUWDLQ�VDPSOHV�GXULQJ�WKHLU�YLVLW�IRU
DGGLWLRQDO�WHVWLQJ��7KH�6)'$�ZLOO�WKHQ�SURYLGH�XV�ZLWK�WKHLU�SUHOLPLQDU\�DVVHVVPHQW�RI�RXU�QHZ
SURGXFW�DQG�RXU�UHODWHG�SURFHGXUHV��'HSHQGLQJ�RQ�WKH�UHVXOWV�RI�LWV�SUHOLPLQDU\�DVVHVVPHQW�WKH
6)'$�PD\�UHFRPPHQG�WKDW�ZH�DOWHU�FHUWDLQ�DVSHFWV�RI�RXU�UHSRUWV�DQG�SURSRVHG�&OLQLFDO�7ULDO
SURJUDPV��RU�HYHQ�UHSHDW�RXU�6WDJH���DQG�6WDJH���WULDOV�DQG�UHVXEPLW�UHODWHG�UHSRUWV��7KH�6)'$
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UHYLHZ�SURFHVV�W\SLFDOO\�WDNHV�����PRQWKV��EXW�WKLV�SURFHVV�FRXOG�WDNH�ORQJHU�LI�ZH�DUH�UHTXLUHG
WR� DPHQG� RU� UHSHDW� RXU� WULDOV� RU� LI�ZH� DPHQG� RXU� UHSRUWV� LQ� RUGHU� WR� REWDLQ�PRUH� D� IDYRUDEOH
SUHOLPLQDU\�DVVHVVPHQW�

��
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� )RUPDO� DSSOLFDWLRQ� WR
WKH�1,&3%3� IRU� WHVW�RI
YLUXV� LQDFWLYDWLRQ� DQG
IRU� &'(� FHUWLILFDWLRQ
RI� &OLQLFDO� 7ULDO� ����
PRQWKV�

2QFH�ZH�UHFHLYH�D� IDYRUDEOH�RU�VDWLVIDFWRU\�SUHOLPLQDU\�DVVHVVPHQW� IURP�WKH�6)'$�� WKH�1,&3%3
ZLOO� FRQWLQXH� WKH� SURFHVV� EHJXQ� DW� 6WDJH� ���7KH�1,&3%3�ZLOO� FRQGXFW� WHVWV� RI� YLUXV� LQDFWLYDWLRQ
EDVHG�RQ�GHILQHG�PHGLFDO�OLWHUDWXUH�DQG�RQ�RXU�SUHVFULEHG�SURFHGXUHV�DQG�PHWKRG�RI�SURGXFWLRQ��,I
WKH� WHVWV� DUH� VXFFHVVIXO�� WKH� 1,&3%3�ZLOO� WUDQVIHU� WKH� DSSOLFDWLRQ� WR� WKH� &'(� IRU� UHYLHZ� RI� RXU
SUHVFULEHG�SURFHGXUHV�DQG�PHWKRG�RI�SURGXFWLRQ�DQG�WKH�&'(�PD\�UHTXHVW�DGGLWLRQDO� LQIRUPDWLRQ
EHIRUH� PDNLQJ� D� GHWHUPLQDWLRQ�� ,I� WKH� &'(� LV� VDWLVILHG� ZLWK� RXU� SURFHGXUHV� DQG� PHWKRG� RI
SURGXFWLRQ�LW�ZLOO�FHUWLI\�WKH�QHZ�SURGXFW�IRU�SURGXFWLRQ�IRU�&OLQLFDO�7ULDO�

� 6)'$� UHYLHZ� RI
&OLQLFDO� 7ULDO� SURJUDP
IRU�DSSURYDO����PRQWK�

)ROORZLQJ�SURYLVLRQ�RI� WKH�&'(�SURGXFW�FHUWLILFDWLRQ��ZH�PXVW�VXEPLW�RXU�&OLQLFDO�7ULDO�SURJUDP
�GHYHORSHG�DW�6WDJH���DQG����WR�WKH�6)'$�IRU�IRUPDO�DSSURYDO��7KH�6)'$�PD\�UHTXHVW�DGGLWLRQDO
LQIRUPDWLRQ�UHJDUGLQJ�RXU�SURSRVHG�&OLQLFDO�7ULDO�SURJUDP��,I� WKH�6)'$�UHMHFWV�RXU�&OLQLFDO�7ULDO
SURJUDP�RU�UHTXLUHV�FKDQJHV�WR�DQ\�RI�RXU�SURFHGXUHV�DQG�PHWKRGV��ZH�PD\�EH�UHTXLUHG�WR�DPHQG
RXU� &OLQLFDO� 7ULDO� SURJUDP�� ZKLFK� PD\� UHTXLUH� UHSHDWLQJ� VHYHUDO� RI� WKH� SURFHVVHV� SUHYLRXVO\
FRQGXFWHG��7KH�FULWHULD�IRU�6)'$�DSSURYDO�IRU�&OLQLFDO�7ULDO�SURJUDPV�DUH�EDVHG�RQ�*RRG�&OLQLFDO
3UDFWLFH�ZKLFK�LV�SXEOLFO\�DYDLODEOH�LQ�WKH�35&�

� &OLQLFDO�7ULDO��3KDVHV��
WR������\HDUV�IRU�D�QHZ
GUXJ� DQG� �� \HDUV� IRU� D
JHQHULF�GUXJ�

)ROORZLQJ�DSSURYDO�RI�RXU�&OLQLFDO�7ULDO�SURJUDP�E\�WKH�6)'$��ZH�ZLOO�EHJLQ�&OLQLFDO�7ULDOV�RI�WKH
SRWHQWLDO� QHZ� SURGXFW�� 7KHUH� DUH� IRXU� SKDVHV� WR� WKH� FOLQLFDO� WULDO� SURFHVV� DQG� DQ\� IDLOXUH� RI� WKH
SRWHQWLDO�QHZ�SURGXFW�DW�DQ\�RI�WKH�&OLQLFDO�7ULDO�SKDVHV��FRXOG�FDXVH�D�VLJQLILFDQW�GHOD\�LQ�DSSURYDO
RI�WKH�QHZ�SURGXFW��RU�WHUPLQDWLRQ�RI�WKH�QHZ�SURGXFW�ODXQFK�

3KDVH� ���%DVLF� FOLQLFDO� SKDUPDFRORJ\� DQG� KXPDQ� VDIHW\� HYDOXDWLRQ� VWXGLHV� DUH� FRQGXFWHG� E\� WKH
&RPSDQ\��3ULRU�WR�GHWHUPLQLQJ�WKH�HIIHFWLYHQHVV�RI�RXU�SRWHQWLDO�QHZ�SURGXFW��ZH�PXVW�GHWHUPLQH
WKDW� FHUWDLQ� SKDUPDFRORJLFDO� DQG� VDIHW\� VWDQGDUGV� DUH� PHW� E\� RXU� SRWHQWLDO� QHZ� SURGXFW�� 7KHVH
VWDQGDUGV�DUH�VHW�LQ�VWDJH���RU�DFFRUGLQJ�WR�PHGLFDO�OLWHUDWXUH��,I�WKH�FOLQLFDO�WULDO�LQGLFDWHV�WKDW�VXFK
VWDQGDUGV�DUH�PHW��ZH�WKHQ�PRYH�RQ�WR�3KDVH���RI�WKH�WULDOV��,I�WKH�3KDVH���VWDQGDUGV�DUH�QRW�PHW��ZH
PD\� EH� UHTXLUHG� WR� FRQGXFW� IXUWKHU� 5	'� RQ� WKH� SRWHQWLDO� QHZ� SURGXFW�� DOWHU� WKH� QHZ� SURGXFW
IRUPXODWLRQ�DQG�DPHQG�WKH�&OLQLFDO�7ULDO�SURJUDP��ZKLFK�FRXOG�UHTXLUH�WKDW�ZH�UHSHDW�VHYHUDO�RI�WKH
VWDJHV�UHIHUHQFHG�DERYH�

3KDVH� ��� $� SUHOLPLQDU\� H[SORUDWLRQ� RI� WKH� SURGXFW¶V� WKHUDSHXWLF� HIILFDF\� LV� FRQGXFWHG� E\� WKH
&RPSDQ\�� ,I� ZH� GHWHUPLQH� DW� WKLV� VWDJH� WKDW� WKH� SRWHQWLDO� QHZ� SURGXFW� LV� QRW� HIIHFWLYH�� ZH�PD\
FRQGXFW� IXUWKHU�5	'�RQ� WKH�SRWHQWLDO�QHZ�SURGXFW��DOWHU� WKH�QHZ�SURGXFW� IRUPXODWLRQ�DQG�DPHQG
WKH� &OLQLFDO� 7ULDO� SURJUDP�� ZKLFK� ZRXOG� UHTXLUH� WKDW� ZH� UHSHDW� VHYHUDO� RI� WKH� VWDJHV� UHIHUHQFHG
DERYH�

3KDVH���� ,I�ZH�GHWHUPLQH� WKDW� WKH�SRWHQWLDO�QHZ�SURGXFW�PHHWV� WKH�UHTXLUHG�VWDQGDUGV�RI�3KDVHV��
DQG���DERYH��ZH�PXVW�WKHQ�VXEPLW�D�UHSRUW�RI�WKH�&OLQLFDO�7ULDO�UHVXOWV�WR�WKH�6)'$�WRJHWKHU�ZLWK�DQ
DSSOLFDWLRQ�IRU�WULDO�SURGXFWLRQ�RI�WKH�SURGXFW��,I�WKH�6)'$�UHMHFWV�DSSOLFDWLRQ�IRU�WULDO�SURGXFWLRQ�RU
RWKHUZLVH�UHTXLUHV�D�UHSHDW�RI�RXU�&OLQLFDO�7ULDOV��ZH�PD\�EH�UHTXLUHG�WR�UHSHDW�DOO�RU�D�SRUWLRQ�RI
RXU� &OLQLFDO� 7ULDO� SURJUDP�� ZKLFK� PD\� UHTXLUH� UHSHDWLQJ� VHYHUDO� RI� WKH� SURFHVVHV� SUHYLRXVO\
FRQGXFWHG�

3KDVH����,I�ZH�UHFHLYH�6)'$�DSSURYDO�WR�FRQGXFW�D�WULDO�SURGXFWLRQ�RI�WKH�QHZ�SURGXFW��ZH�ZLOO�WKHQ
FRQGXFW� D� ODUJHU� WHVW� RI� DSSUR[LPDWHO\� ������ VDPSOHV�� :H� ZLOO� FRQGXFW� WKLV� WHVW� ZKLOH� DOVR
FRQGXFWLQJ�D�QHZ�GUXJ�SRVW��PDUNHWLQJ�VWXG\�

� $SSOLFDWLRQ� WR� WKH
6)'$� IRU� RIILFLDO
SURGXFWLRQ� SHUPLW� DQG
SURGXFW� FHUWLILFDWLRQ
�����PRQWKV�

7KH�WULDO�SURGXFWLRQ�RI�WKH�SRWHQWLDO�QHZ�SURGXFW�ZLOO�EH�PRQLWRUHG�E\�DQ�6)'$�LQVSHFWRU�ZKR�ZLOO
DOVR�PDNH�RQVLWH� YLVLWV� DQG� DVVHVV� WKH� UHVXOWV� RI� WKH� WULDO� SURGXFWLRQ��:H�ZLOO� DOVR�EH� UHTXLUHG� WR
SUHSDUH� DQG� VXEPLW� WR� WKH� 6)'$� D� UHSRUW� RI� WKH� WULDO� SURGXFWLRQ� UHVXOWV� E\� JDWKHULQJ� VWDWLVWLFDO
LQIRUPDWLRQ�REWDLQHG�GXULQJ�WKH�WULDO�SHULRG��7KH�&'(�ZLOO�DOVR�FRQGXFW�D�ILQDO�UHYLHZ�RI�WKH�WULDO
SURGXFWLRQ�IRU�WKH�SRWHQWLDO�QHZ�SURGXFW��8SRQ�VDWLVIDFWRU\�FRPSOHWLRQ�RI�WKH�WULDO�SURGXFWLRQ��WKH
&'(�ZLOO� LQIRUP�WKH�6)'$��7KH�6)'$�ZLOO� WKHQ� LVVXH�D�SHUPLW� WR�XV� IRU�RIILFLDO�SURGXFWLRQ�� WKH
LVVXDQFH� RI� ZKLFK� LV� DQQRXQFHG� RQ� WKH� 6)'$¶V� ZHEVLWH�� DQG� FRSLHG� WR� WKH� 1,&3%3� DQG� WKH
SURYLQFLDO� )'$�� 7KH� 6)'$�ZLOO� DOVR� LVVXH� WKH� QHZ� SURGXFW� D� *RRG�0DQXIDFWXULQJ� 3UDFWLFH�� RU
*03�� FHUWLILFDWLRQ��7KH�SURYLQFLDO�)'$�ZLOO� IROORZ�ZLWK� WKH� LVVXDQFH�RI� D� SURYLQFLDO� SURGXFWLRQ
SHUPLW�IRU�WKH�QHZ�SURGXFW��$OWKRXJK�WKH�6)'$¶V�FULWHULD�IRU�ILQDO�DSSURYDO�RI�QHZ�SURGXFWV�DUH�QRW
SXEOLFO\� DYDLODEOH� LQ� WKH� 35&�� LI� D� PDQXIDFWXUHU� PDNHV� WKH� DGMXVWPHQWV� WR� LWV� PHWKRGV� DQG
SURFHGXUHV�UHFRPPHQGHG�E\�WKH�6)'$�HDUOLHU�RQ�LQ�WKH�SURGXFW�DSSURYDO�SURFHVV�� LW� LV� OLNHO\�WKDW
WKH�6)'$�ZLOO�DSSURYH�WKH�QHZ�SURGXFW�IRU�SURGXFWLRQ�

�� &RPPHUFLDO
3URGXFWLRQ

)ROORZLQJ� LVVXDQFH� RI� VWDWH� DQG� SURYLQFLDO� SURGXFWLRQ� SHUPLWV� DQG� FHUWLILFDWLRQV�� ZH� PD\� EHJLQ
SURGXFWLRQ�RI�WKH�QHZ�SURGXFW�

��
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3ULFLQJ

,Q�DGGLWLRQ��WKHUH�DUH�UHJXODWLRQV�UHJDUGLQJ�WKH�UHWDLO�SULFH��UDWKHU�WKDQ�UHJXODWLRQV�RI�ZKROHVDOH�SULFHV��RI�RXU�SURGXFWV��$FFRUGLQJ�WR
WKH� ³5HJXODWLRQV� RQ� FRQWUROOLQJ� EORRG� SURGXFWV´� SURPXOJDWHG� E\� WKH� 6WDWH�&RXQFLO� LQ� ������ WKH� SULFH� �UHWDLO�� VHWWLQJ� VWDQGDUG� DQG
UHJXODWRU\�IXQFWLRQV�UHVLGH�ZLWK�UHJLRQDO�RIILFHV�RI�WKH�3ULFLQJ�%XUHDX�DQG�WKH�0LQLVWU\�RI�+HDOWK��3UHVHQWO\��WKHUH�DUH�UHWDLO�SULFLQJ
JXLGHOLQHV� IRU� KRVSLWDOV� ZKLFK� VHOO� RXU� KXPDQ� DOEXPLQ� DQG� LPPXQRJOREXOLQ� SURGXFWV� WR� SDWLHQWV� DV� SUHVFULEHG� E\� WKH� UHOHYDQW
UHJXODWRUV�LQ�HDFK�UHJLRQ��7KH�UHWDLO�SULFLQJ�JXLGHOLQHV�DUH�HVWDEOLVKHG�EDVHG�RQ��DPRQJVW�RWKHU�WKLQJV�� WKH�UHJLRQDO� OLYLQJ�VWDQGDUGV
DQG�WKH�FRVW�RI�SURGXFWLRQ�RI�WKH�PDQXIDFWXUHUV��7KH�KRVSLWDOV�FDQQRW�VHOO�WKH�SURGXFWV�WR�SDWLHQWV�DW�SULFHV�H[FHHGLQJ�WKH�KLJKHVW�UHWDLO
SULFH�SUHVFULEHG�E\�WKH�UHOHYDQW�UHJXODWRUV��7KHUH�LV�QR�SULFLQJ�JXLGHOLQH�RQ�WKH�H[�IDFWRU\�SULFH�WR�WKH�KRVSLWDO�DQG�WKH�GLVWULEXWRUV�
7KH�KLJKHVW�UHWDLO�SULFH�JXLGHOLQH�LV�UHYLVHG�RFFDVLRQDOO\�

7D[DWLRQ

2Q�0DUFK����������� WKH�1DWLRQDO�3HRSOH¶V�&RQJUHVV�RI�&KLQD�SDVVHG�D�QHZ�(QWHUSULVH� ,QFRPH�7D[�/DZ��RU� WKH�(,7�/DZ��DQG�RQ
1RYHPEHU� ���� ������ WKH� 6WDWH�&RXQFLO� RI�&KLQD� SDVVHG� LWV� LPSOHPHQWLQJ� UXOHV��ZKLFK� WRRN� HIIHFW� RQ� -DQXDU\� ��� ������%HIRUH� WKH
LPSOHPHQWDWLRQ� RI� WKH� (,7� /DZ�� IRUHLJQ� LQYHVWHG� HQWHUSULVHV�� RU� ),(V�� HVWDEOLVKHG� LQ� WKH� 35&�� XQOHVV� JUDQWHG� SUHIHUHQWLDO� WD[
WUHDWPHQWV�E\�WKH�35&�JRYHUQPHQW��ZHUH�JHQHUDOO\�VXEMHFW�WR�DQ�HDUQHG�LQFRPH�WD[��RU�(,7��UDWH�RI��������ZKLFK�LQFOXGHG�D������
VWDWH� LQFRPH� WD[� DQG� D� ����� ORFDO� LQFRPH� WD[�� 7KH� (,7� /DZ� DQG� LWV� LPSOHPHQWLQJ� UXOHV� LPSRVH� D� XQLILHG� (,7� RI� ������ RQ� DOO
GRPHVWLF�LQYHVWHG� HQWHUSULVHV� DQG� ),(V�� XQOHVV� WKH\� TXDOLI\� XQGHU� FHUWDLQ� OLPLWHG� H[FHSWLRQV�� +RZHYHU�� WKH� (,7� /DZ� JLYHV� ),(V
HVWDEOLVKHG�EHIRUH�0DUFK�����������RU�2OG�),(V��D�ILYH�\HDU�JUDQGIDWKHU�SHULRG�GXULQJ�ZKLFK�WKH\�FDQ�FRQWLQXH�WR�HQMR\�WKHLU�H[LVWLQJ
SUHIHUHQWLDO�WD[�WUHDWPHQWV��'XULQJ�WKLV�ILYH�\HDU�JUDQGIDWKHU�SHULRG��2OG�),(V�WKDW�HQMR\HG�WD[�UDWHV�ORZHU�WKDQ�����XQGHU�WKH�RULJLQDO
(,7�/DZ�FDQ�JUDGXDOO\� LQFUHDVH� WKHLU�(,7� UDWH�E\����SHU�\HDU�XQWLO� WKHLU� WD[� UDWH� UHDFKHV������ ,Q� DGGLWLRQ�� WKH�2OG�),(V� WKDW� DUH
HOLJLEOH�IRU�WKH�³WZR�\HDU�H[HPSWLRQ�DQG�WKUHH�\HDU�KDOI�UHGXFWLRQ´�RU�³ILYH�\HDU�H[HPSWLRQ�DQG�ILYH�\HDU�KDOI�UHGXFWLRQ´�XQGHU�WKH
RULJLQDO�(,7�ODZ��DUH�DOORZHG�WR�FRQWLQXH�HQMR\LQJ�WKHLU�SUHIHUHQFH�XQWLO�WKHVH�KROLGD\V�H[SLUH�

,Q�DGGLWLRQ�WR�WKH�FKDQJHV�WR�WKH�FXUUHQW�WD[�VWUXFWXUH��XQGHU�WKH�(,7�/DZ��DQ�HQWHUSULVH�HVWDEOLVKHG�RXWVLGH�RI�&KLQD�ZLWK�³GH�IDFWR
PDQDJHPHQW�ERGLHV´�ZLWKLQ�&KLQD� LV�FRQVLGHUHG�D� UHVLGHQW�HQWHUSULVH�DQG�ZLOO�QRUPDOO\�EH� VXEMHFW� WR�DQ�(,7�RI�����RQ� LWV�JOREDO
LQFRPH��7KH� LPSOHPHQWLQJ� UXOHV� GHILQH� WKH� WHUP� ³GH� IDFWR�PDQDJHPHQW� ERGLHV´� DV� ³DQ� HVWDEOLVKPHQW� WKDW� H[HUFLVHV�� LQ� VXEVWDQFH�
RYHUDOO�PDQDJHPHQW�DQG�FRQWURO�RYHU�WKH�SURGXFWLRQ��EXVLQHVV��SHUVRQQHO��DFFRXQWLQJ��HWF���RI�D�&KLQHVH�HQWHUSULVH�´�,I� WKH�35&�WD[
DXWKRULWLHV�VXEVHTXHQWO\�GHWHUPLQH�WKDW�ZH�VKRXOG�EH�FODVVLILHG�DV�D�UHVLGHQW�HQWHUSULVH��WKHQ�RXU�RUJDQL]DWLRQ¶V�JOREDO�LQFRPH�ZLOO�EH
VXEMHFW�WR�35&�LQFRPH�WD[�RI������)RU�GHWDLOHG�GLVFXVVLRQ�RI�35&�WD[�LVVXHV�UHODWHG�WR�UHVLGHQW�HQWHUSULVH�VWDWXV��VHH�,WHP��$�³5LVN
)DFWRUV�±�5LVNV�5HODWHG� WR�'RLQJ�%XVLQHVV� LQ�&KLQD�±�8QGHU� WKH�(QWHUSULVH� ,QFRPH�7D[�/DZ��ZH�PD\�EH�FODVVLILHG�DV�D� µUHVLGHQW
HQWHUSULVH¶�RI�&KLQD��6XFK�FODVVLILFDWLRQ�ZLOO�OLNHO\�UHVXOW�LQ�XQIDYRUDEOH�WD[�FRQVHTXHQFHV�WR�XV�DQG�RXU�QRQ�35&�VWRFNKROGHUV�´

)RUHLJQ�&XUUHQF\�([FKDQJH

7KH� SULQFLSDO� UHJXODWLRQ� JRYHUQLQJ� IRUHLJQ� FXUUHQF\� H[FKDQJH� LQ� &KLQD� LV� WKH� )RUHLJQ� &XUUHQF\�$GPLQLVWUDWLRQ� 5XOHV� �������� DV
DPHQGHG���������8QGHU� WKHVH�5XOHV��50%�LV� IUHHO\�FRQYHUWLEOH�IRU�FXUUHQW�DFFRXQW� LWHPV��VXFK�DV� WUDGH�DQG�VHUYLFH�UHODWHG�IRUHLJQ
H[FKDQJH� WUDQVDFWLRQV�� EXW� QRW� IRU� FDSLWDO� DFFRXQW� LWHPV�� VXFK� DV� GLUHFW� LQYHVWPHQW�� ORDQ� RU� LQYHVWPHQW� LQ� VHFXULWLHV� RXWVLGH�&KLQD
XQOHVV�WKH�SULRU�DSSURYDO�RI��DQG�RU�UHJLVWUDWLRQ�ZLWK��WKH�6WDWH�$GPLQLVWUDWLRQ�RI�)RUHLJQ�([FKDQJH�RI�WKH�3HRSOH¶V�5HSXEOLF�RI�&KLQD�
RU�6$)(��RU�LWV�ORFDO�FRXQWHUSDUWV��DV�WKH�FDVH�PD\�EH��LV�REWDLQHG�

3XUVXDQW�WR�WKH�)RUHLJQ�&XUUHQF\�$GPLQLVWUDWLRQ�5XOHV��),(V�LQ�&KLQD�PD\�SXUFKDVH�IRUHLJQ�FXUUHQF\�ZLWKRXW�WKH�DSSURYDO�RI�6$)(
IRU�WUDGH�DQG�VHUYLFH�UHODWHG�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�E\�SURYLGLQJ�FRPPHUFLDO�GRFXPHQWV�HYLGHQFLQJ�WKHVH�WUDQVDFWLRQV��7KH\
PD\�DOVR�UHWDLQ�IRUHLJQ�H[FKDQJH��VXEMHFW�WR�D�FDS�DSSURYHG�E\�6$)(��WR�VDWLVI\�IRUHLJQ�H[FKDQJH�OLDELOLWLHV�RU�WR�SD\�GLYLGHQGV��,Q
DGGLWLRQ��LI�D�IRUHLJQ�FRPSDQ\�DFTXLUHV�D�FRPSDQ\�LQ�&KLQD��WKH�DFTXLUHG�FRPSDQ\�ZLOO�DOVR�EHFRPH�DQ�),(��+RZHYHU��WKH�UHOHYDQW
35&� JRYHUQPHQW� DXWKRULWLHV�PD\� OLPLW� RU� HOLPLQDWH� WKH� DELOLW\� RI� ),(V� WR� SXUFKDVH� DQG� UHWDLQ� IRUHLJQ� FXUUHQFLHV� LQ� WKH� IXWXUH�� ,Q
DGGLWLRQ�� IRUHLJQ� H[FKDQJH� WUDQVDFWLRQV� IRU� GLUHFW� LQYHVWPHQW�� ORDQ� DQG� LQYHVWPHQW� LQ� VHFXULWLHV� RXWVLGH� &KLQD� DUH� VWLOO� VXEMHFW� WR
OLPLWDWLRQV�DQG�UHTXLUH�DSSURYDOV�IURP��DQG�RU�UHJLVWUDWLRQ�ZLWK��6$)(�

'LYLGHQG�'LVWULEXWLRQV

8QGHU� DSSOLFDEOH� 35&� UHJXODWLRQV�� ),(V� LQ�&KLQD�PD\� SD\� GLYLGHQGV� RQO\� RXW� RI� WKHLU� DFFXPXODWHG� SURILWV�� LI� DQ\�� GHWHUPLQHG� LQ
DFFRUGDQFH�ZLWK�35&�DFFRXQWLQJ�VWDQGDUGV�DQG� UHJXODWLRQV�� ,Q�DGGLWLRQ��D�),(� LQ�&KLQD� LV� UHTXLUHG� WR� VHW� DVLGH�DW� OHDVW�����RI� LWV
DIWHU�WD[�SURILW�EDVHG�RQ�35&�DFFRXQWLQJ�VWDQGDUGV�HDFK�\HDU�WR�LWV�JHQHUDO�UHVHUYHV�XQWLO�WKH�DFFXPXODWLYH�DPRXQW�RI�VXFK�UHVHUYHV
UHDFK�����RI�LWV�UHJLVWHUHG�FDSLWDO��7KHVH�UHVHUYHV�DUH�QRW�GLVWULEXWDEOH�DV�FDVK�GLYLGHQGV��7KH�ERDUG�RI�GLUHFWRUV�RI�D�),(�DOVR�KDV�WKH
GLVFUHWLRQ�WR�DOORFDWH�D�SRUWLRQ�RI�LWV�DIWHU�WD[�SURILWV�WR�VWDII�ZHOIDUH�DQG�ERQXV�IXQGV��ZKLFK�PD\�QRW�EH�GLVWULEXWHG�WR�HTXLW\�RZQHUV
H[FHSW�LQ�WKH�HYHQW�RI�OLTXLGDWLRQ�

,Q�DGGLWLRQ��XQGHU�WKH�(,7�ODZ��WKH�1RWLFH�RI�WKH�6WDWH�$GPLQLVWUDWLRQ�RI�7D[DWLRQ�RQ�1HJRWLDWHG�5HGXFWLRQ�RI�'LYLGHQGV�DQG�,QWHUHVW
5DWHV��ZKLFK�ZDV�LVVXHG�RQ�-DQXDU\�����������WKH�$UUDQJHPHQW�EHWZHHQ�WKH�35&�DQG�WKH�+RQJ�.RQJ�6SHFLDO�$GPLQLVWUDWLYH�5HJLRQ
RQ�WKH�$YRLGDQFH�RI�'RXEOH�7D[DWLRQ�DQG�3UHYHQWLRQ�RI�)LVFDO�(YDVLRQ��RU�WKH�'RXEOH�7D[DWLRQ�7UHDW\��ZKLFK�EHFDPH�HIIHFWLYH�RQ
'HFHPEHU���������� DQG� WKH�1RWLFH�RI� WKH�6WDWH�$GPLQLVWUDWLRQ�RI�7D[DWLRQ�5HJDUGLQJ� ,QWHUSUHWDWLRQ�DQG�5HFRJQLWLRQ�RI�%HQHILFLDO
2ZQHUV� XQGHU�7D[�7UHDWLHV��ZKLFK�EHFDPH� HIIHFWLYH� RQ�2FWREHU� ���� ������ GLYLGHQGV� IURP�RXU�35&�RSHUDWLQJ� VXEVLGLDU\��7DLEDQJ
%LRWHFK��SDLG�WR�XV�WKURXJK�RXU�+RQJ�.RQJ�VXEVLGLDU\��7DLEDQJ�+ROGLQJV��PD\�EH�VXEMHFW�WR�D�ZLWKKROGLQJ�WD[�DW�D�UDWH�RI������RU�DW�D
UDWH� RI� ��� LI�7DLEDQJ�+ROGLQJV� LV� FRQVLGHUHG� D� ³EHQHILFLDO� RZQHU´� WKDW� LV� JHQHUDOO\� HQJDJHG� LQ� VXEVWDQWLDO� EXVLQHVV� DFWLYLWLHV� DQG
HQWLWOHG�WR�WUHDW\�EHQHILWV�XQGHU�WKH�'RXEOH�7D[DWLRQ�7UHDW\�
6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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2XU�(PSOR\HHV

$V�RI�'HFHPEHU�����������ZH�HPSOR\HG�DSSUR[LPDWHO\�������IXOO�WLPH�HPSOR\HHV��LQFOXGLQJ�6KDQGRQJ�7DLEDQJ�DQG�'DOLQ�DQG�DOO�RI
WKHLU�VXEVLGLDULHV�DQG�7DLEDQJ�0HGLFDO��RI�ZKLFK�DSSUR[LPDWHO\����ZHUH�VHFRQGHG�WR�XV�E\�WKH�6KDQGRQJ�,QVWLWXWH�

:H�EHOLHYH� WKDW�ZH�PDLQWDLQ� D� VDWLVIDFWRU\�ZRUNLQJ� UHODWLRQVKLS�ZLWK� RXU� HPSOR\HHV� DQG�ZH�KDYH�QRW� H[SHULHQFHG� DQ\� VLJQLILFDQW
ODERU�GLVSXWHV�RU�DQ\�GLIILFXOWLHV�LQ�UHFUXLWLQJ�VWDII�IRU�RXU�RSHUDWLRQV��$V�UHTXLUHG�E\�DSSOLFDEOH�&KLQHVH�ODZ��ZH�KDYH�HQWHUHG�LQWR
HPSOR\PHQW� FRQWUDFWV� ZLWK�PRVW� RI� RXU� RIILFHUV�� PDQDJHUV� DQG� HPSOR\HHV�� 7KH� 35&� HQDFWHG� D� QHZ� /DERU� &RQWUDFW� /DZ�� ZKLFK
EHFDPH�HIIHFWLYH�RQ�-DQXDU\����������:H�KDYH�XSGDWHG�RXU�HPSOR\PHQW�FRQWUDFWV�DQG�HPSOR\HH�KDQGERRN�DQG�DUH�LQ�FRPSOLDQFH�ZLWK
WKH�QHZ�ODZ��:H�ZLOO�ZRUN�ZLWK�WKH�HPSOR\HHV�DQG�WKH�ODERU�XQLRQ�WR�LQVXUH�WKDW�RXU�HPSOR\HHV�REWDLQ�WKH�IXOO�EHQHILW�RI�WKH�ODZ��:H
GR�QRW�DQWLFLSDWH�WKDW�FKDQJHV�LQ�WKH�ODZ�ZLOO�PDWHULDOO\�LPSDFW�RXU�EDODQFH�VKHHW�DQG�FDVK�IORZV�

,7(0��$��5,6.�)$&7256�

$Q�LQYHVWPHQW�LQ�RXU�FRPPRQ�VWRFN�LQYROYHV�D�KLJK�GHJUHH�RI�ULVN��<RX�VKRXOG�FDUHIXOO\�FRQVLGHU�WKH�ULVNV�GHVFULEHG�EHORZ��WRJHWKHU
ZLWK�DOO�RI�WKH�RWKHU�LQIRUPDWLRQ�LQFOXGHG�LQ�WKLV�UHSRUW��EHIRUH�PDNLQJ�DQ�LQYHVWPHQW�GHFLVLRQ��,I�DQ\�RI�WKH�IROORZLQJ�ULVNV�DFWXDOO\
RFFXUV��RXU�EXVLQHVV�� ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�FRXOG�VXIIHU�� ,Q� WKDW�FDVH�� WKH� WUDGLQJ�SULFH�RI�RXU�FRPPRQ�VWRFN
FRXOG�GHFOLQH��DQG�\RX�PD\�ORVH�DOO�RU�SDUW�RI�\RXU�LQYHVWPHQW��<RX�VKRXOG�UHDG�WKH�VHFWLRQ�HQWLWOHG�³6SHFLDO�1RWH�5HJDUGLQJ�)RUZDUG
/RRNLQJ�6WDWHPHQWV´�DERYH�IRU�D�GLVFXVVLRQ�RI�ZKDW�W\SHV�RI�VWDWHPHQWV�DUH�IRUZDUG�ORRNLQJ�VWDWHPHQWV��DV�ZHOO�DV�WKH�VLJQLILFDQFH�RI
VXFK�VWDWHPHQWV�LQ�WKH�FRQWH[W�RI�WKLV�UHSRUW�

5,6.6�5(/$7('�72�285�%86,1(66

:H�IDFH�ULVNV�UHODWHG�WR�JHQHUDO�GRPHVWLF�DQG�JOREDO�HFRQRPLF�FRQGLWLRQV�DQG�WR�WKH�FUHGLW�FULVLV��'LVUXSWLRQV�LQ�WKH�FDSLWDO�DQG
FUHGLW�PDUNHWV�UHODWHG�WR�WKH�FXUUHQW�QDWLRQDO�DQG�ZRUOGZLGH�ILQDQFLDO�FULVLV��ZKLFK�PD\�FRQWLQXH�LQGHILQLWHO\�RU�LQWHQVLI\��FRXOG
DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV��FDVK�IORZV�DQG�ILQDQFLDO�FRQGLWLRQ��RU�WKRVH�RI�RXU�FXVWRPHUV��VXSSOLHUV�DQG�FUHGLWRUV�

:H�FXUUHQWO\�JHQHUDWH�VXIILFLHQW�RSHUDWLQJ�FDVK�IORZV��ZKLFK�FRPELQHG�ZLWK�DFFHVV�WR�WKH�FUHGLW�PDUNHWV��SURYLGH�XV�ZLWK�VLJQLILFDQW
GLVFUHWLRQDU\�IXQGLQJ�FDSDFLW\��+RZHYHU�� WKH�FXUUHQW�XQFHUWDLQW\�DULVLQJ�RXW�RI�GRPHVWLF�DQG�JOREDO�HFRQRPLF�FRQGLWLRQV�� LQFOXGLQJ
WKH�GLVUXSWLRQ�LQ�FUHGLW�PDUNHWV��PD\�LPSDFW�RXU�DELOLW\�WR�PDQDJH�QRUPDO�UHODWLRQVKLSV�ZLWK�RXU�FXVWRPHUV��VXSSOLHUV�DQG�FUHGLWRUV�
7KH�GLVUXSWLRQV�LQ�WKH�FDSLWDO�DQG�FUHGLW�PDUNHWV�PD\�FRQWLQXH�LQGHILQLWHO\�RU�LQWHQVLI\��DQG�DGYHUVHO\�LPSDFW�RXU�UHVXOWV�RI�RSHUDWLRQV�
FDVK�IORZV�DQG�ILQDQFLDO�FRQGLWLRQ��RU�WKRVH�RI�RXU�FXVWRPHUV��VXSSOLHUV�DQG�FUHGLWRUV��'LVUXSWLRQV�LQ�WKH�FDSLWDO�DQG�FUHGLW�PDUNHWV�DV�D
UHVXOW� RI� XQFHUWDLQW\�� FKDQJLQJ� RU� LQFUHDVHG� UHJXODWLRQ�� UHGXFHG� DOWHUQDWLYHV� RU� IDLOXUHV� RI� VLJQLILFDQW� ILQDQFLDO� LQVWLWXWLRQV� FRXOG
DGYHUVHO\� DIIHFW� RXU� DFFHVV� WR� OLTXLGLW\� QHHGHG� WR� FRQGXFW� RU� H[SDQG� RXU� EXVLQHVVHV� RU� FRQGXFW� DFTXLVLWLRQV� RU� PDNH� RWKHU
GLVFUHWLRQDU\� LQYHVWPHQWV��6XFK�GLVUXSWLRQV�PD\�DOVR� DGYHUVHO\� LPSDFW� WKH� FDSLWDO�QHHGV�RI�RXU� FXVWRPHUV� DQG� VXSSOLHUV��ZKLFK�� LQ
WXUQ��FRXOG�DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV��FDVK�IORZV�DQG�ILQDQFLDO�FRQGLWLRQ�

,Q�DGGLWLRQ��WKH�GHPDQG�IRU�RXU�SURGXFWV�LV�ODUJHO\�DIIHFWHG�E\�WKH�JHQHUDO�HFRQRPLF�FRQGLWLRQV�LQ�&KLQD�DV�RXU�SURGXFWV�DUH�VWLOO�QRW
DIIRUGDEOH� WR� PDQ\� SDWLHQWV�� $V� &KLQD¶V� HFRQRP\� JURZV�� ZH� H[SHFW� PRUH� &KLQHVH� SHRSOH� ZLOO� EHFRPH� FRQVXPHUV� RI� PHGLFDO
WUHDWPHQWV� DQG� SURFHGXUHV�� LQFOXGLQJ� SURFHGXUHV� UHTXLULQJ� KXPDQ� SODVPD��+RZHYHU��ZH� H[SHFW� WKDW� WKH� FRQWLQXDWLRQ� RI� WKH� JOREDO
HFRQRPLF�VORZGRZQ�PD\�UHVXOW� LQ�VORZHU�HFRQRPLF�JURZWK�LQ�&KLQD�DQG�DQ�XQIDYRUDEOH�HFRQRPLF�HQYLURQPHQW�ZKLFK�LQ�WXUQ�PD\
PDNH�RXU�SURGXFWV�OHVV�DIIRUGDEOH�WR�PRUH�SDWLHQWV�DQG�UHVXOW�LQ�DQ�RYHUDOO�GHFUHDVHG�GHPDQG�IRU�RXU�SURGXFWV��6XFK�UHGXFWLRQV�DQG
GLVUXSWLRQV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�RSHUDWLRQV�

,Q�RUGHU�WR�JURZ�DW�WKH�SDFH�H[SHFWHG�E\�PDQDJHPHQW��ZH�ZLOO�UHTXLUH�DGGLWLRQDO�FDSLWDO�WR�VXSSRUW�RXU�ORQJ�WHUP�EXVLQHVV�SODQ��,I
ZH�DUH�XQDEOH�WR�REWDLQ�DGGLWLRQDO�FDSLWDO�LQ�IXWXUH�\HDUV��ZH�PD\�EH�XQDEOH�WR�SURFHHG�ZLWK�RXU�ORQJ�WHUP�EXVLQHVV�SODQ�DQG�ZH
PD\�EH�IRUFHG�WR�FXUWDLO�RU�FHDVH�RXU�RSHUDWLRQV�RU�IXUWKHU�EXVLQHVV�H[SDQVLRQ�

:H�ZLOO� UHTXLUH� DGGLWLRQDO�ZRUNLQJ� FDSLWDO� WR� VXSSRUW� RXU� ORQJ�WHUP� EXVLQHVV� SODQ��ZKLFK� LQFOXGHV� LGHQWLI\LQJ� VXLWDEOH� WDUJHWV� IRU
KRUL]RQWDO� RU� YHUWLFDO�PHUJHUV� RU� DFTXLVLWLRQV�� VR� DV� WR� HQKDQFH� WKH� RYHUDOO� SURGXFWLYLW\� DQG� EHQHILW� IURP� HFRQRPLHV� RI� VFDOH��2XU
ZRUNLQJ� FDSLWDO� UHTXLUHPHQWV� DQG� WKH� FDVK� IORZ� SURYLGHG� E\� IXWXUH� RSHUDWLQJ� DFWLYLWLHV�� LI� DQ\�� ZLOO� YDU\� JUHDWO\� IURP� TXDUWHU� WR
TXDUWHU��GHSHQGLQJ�RQ�WKH�YROXPH�RI�EXVLQHVV�GXULQJ�WKH�SHULRG�DQG�SD\PHQW�WHUPV�ZLWK�RXU�FXVWRPHUV��:H�PD\�QRW�EH�DEOH�WR�REWDLQ
DGHTXDWH�OHYHOV�RI�DGGLWLRQDO�ILQDQFLQJ��ZKHWKHU�WKURXJK�HTXLW\�ILQDQFLQJ��GHEW�ILQDQFLQJ�RU�RWKHU�VRXUFHV��HVSHFLDOO\�LQ�OLJKW�RI� WKH
JOREDO� ILQDQFLDO�FULVLV�DQG� WKH�PDUNHW�GRZQWXUQ��7R�UDLVH�IXQGV��ZH�PD\�QHHG� WR� LVVXH�QHZ�HTXLWLHV�RU�ERQGV�ZKLFK�FRXOG�UHVXOW� LQ
DGGLWLRQDO�GLOXWLRQ�WR�RXU�VKDUHKROGHUV�DQG�LQYHVWRUV��$GGLWLRQDO�ILQDQFLQJV�FRXOG�UHVXOW�LQ�VLJQLILFDQW�GLOXWLRQ�WR�RXU�HDUQLQJV�SHU�VKDUH
RU� WKH� LVVXDQFH� RI� VHFXULWLHV�ZLWK� ULJKWV� VXSHULRU� WR� RXU� FXUUHQW� RXWVWDQGLQJ� VHFXULWLHV� RU� FRQWDLQ� FRYHQDQWV� WKDW�ZRXOG� UHVWULFW� RXU
RSHUDWLRQV�DQG�VWUDWHJ\��,Q�DGGLWLRQ��ZH�PD\�JUDQW�UHJLVWUDWLRQ�ULJKWV�WR�LQYHVWRUV�SXUFKDVLQJ�RXU�HTXLW\�RU�GHEW�VHFXULWLHV�LQ�WKH�IXWXUH�
,I�ZH�DUH�XQDEOH�WR�UDLVH�DGGLWLRQDO�ILQDQFLQJ��ZH�PD\�EH�XQDEOH�WR�LPSOHPHQW�RXU�ORQJ�WHUP�EXVLQHVV�SODQ��GHYHORS�RU�HQKDQFH�RXU
SURGXFWV�DQG�VHUYLFHV��WDNH�DGYDQWDJH�RI�IXWXUH�RSSRUWXQLWLHV�RU�UHVSRQG�WR�FRPSHWLWLYH�SUHVVXUHV�RQ�D�WLPHO\�EDVLV��,Q�DGGLWLRQ��D�ODFN
RI�DGGLWLRQDO�ILQDQFLQJ�FRXOG�IRUFH�XV�WR�VXEVWDQWLDOO\�FXUWDLO�RU�FHDVH�RSHUDWLRQV�
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:H�KDYH�D�VLJQLILFDQW�DPRXQW�RI�GHEW��ZKLFK�FRXOG�KDYH�QHJDWLYH�FRQVHTXHQFHV�WR�XV�

:H� KDYH� D� VLJQLILFDQW� DPRXQW� RI� GHEW��$V� RI� 'HFHPEHU� ���� ������ ZH� KDG�� RQ� D� FRQVROLGDWHG� EDVLV�� DSSUR[LPDWHO\� ������PLOOLRQ
SULQFLSDO�DPRXQW�RI�LQGHEWHGQHVV�RXWVWDQGLQJ��2XU�VXEVWDQWLDO�LQGHEWHGQHVV�FRXOG�KDYH�LPSRUWDQW�FRQVHTXHQFHV��LQFOXGLQJ�

LQFUHDVLQJ� RXU� YXOQHUDELOLW\� WR� DGYHUVH� JHQHUDO� HFRQRPLF� DQG� LQGXVWU\� FRQGLWLRQV� DQG� DGYHUVH� FKDQJHV� LQ� JRYHUQPHQWDO
UHJXODWLRQV�

OLPLWLQJ�RXU�DELOLW\�WR�REWDLQ�DGGLWLRQDO�ILQDQFLQJ�WR�IXQG�FDSLWDO�H[SHQGLWXUHV�DQG�RWKHU�JHQHUDO�FRUSRUDWH�UHTXLUHPHQWV�

UHTXLULQJ� XV� WR� GHGLFDWH� D� VXEVWDQWLDO� SRUWLRQ� RI� RXU� FDVK� IORZ� IURP�RSHUDWLRQV� WR� SD\PHQWV� RQ� RXU� LQGHEWHGQHVV�� WKHUHE\
UHGXFLQJ�WKH�DYDLODELOLW\�RI�RXU�FDVK�IORZ�WR�IXQG�FDSLWDO�H[SHQGLWXUHV�RU�RWKHU�JHQHUDO�FRUSRUDWH�SXUSRVHV�

OLPLWLQJ�RXU�IOH[LELOLW\�LQ�SODQQLQJ�IRU�RU�UHDFWLQJ�WR�FKDQJHV�LQ�RXU�EXVLQHVV�DQG�WKH�LQGXVWU\�LQ�ZKLFK�ZH�RSHUDWH��DQG

SODFLQJ�XV�DW�D�FRPSHWLWLYH�GLVDGYDQWDJH�FRPSDUHG�WR�RXU�OHVV�OHYHUDJHG�FRPSHWLWRUV�x�

x�

x�

x�

x�

2XU�DELOLW\� WR�SD\� LQWHUHVW�RQ�RXU� LQGHEWHGQHVV�DQG� WR�VDWLVI\�RXU�RWKHU�GHEW�REOLJDWLRQV�ZLOO�GHSHQG�XSRQ��DPRQJ�RWKHU� WKLQJV��RXU
IXWXUH�RSHUDWLQJ�SHUIRUPDQFH�DQG�FDVK�IORZ�DQG�RXU�DELOLW\�WR�UHILQDQFH�LQGHEWHGQHVV�ZKHQ�QHFHVVDU\��(DFK�RI�WKHVH�IDFWRUV�LV�� WR�D
ODUJH�H[WHQW��GHSHQGHQW�RQ�JHQHUDO�HFRQRPLF��ILQDQFLDO��FRPSHWLWLYH��OHJLVODWLYH��UHJXODWRU\�DQG�RWKHU�IDFWRUV�EH\RQG�RXU�FRQWURO��,I�LQ
WKH� IXWXUH� ZH� FDQQRW� JHQHUDWH� VXIILFLHQW� FDVK� IURP� RSHUDWLRQV� WR� PDNH� VFKHGXOHG� SD\PHQWV� RQ� RXU� LQGHEWHGQHVV� RU� WR� PHHW� RXU
OLTXLGLW\�QHHGV�RU�RWKHU�REOLJDWLRQV��ZH�ZLOO�QHHG�WR�UHILQDQFH�RXU�H[LVWLQJ�GHEW��REWDLQ�DGGLWLRQDO�ILQDQFLQJ�RU�VHOO�DVVHWV��:H�FDQQRW
DVVXUH�\RX�WKDW�ZH�ZLOO�EH�DEOH�WR�UHQHJRWLDWH�RU�UHILQDQFH�DQ\�RI�RXU�GHEW�RQ�FRPPHUFLDOO\�UHDVRQDEOH�WHUPV�RU�DW�DOO��,Q�DGGLWLRQ��RXU
LQWHUHVW�H[SHQVH�PD\�LQFUHDVH�LI�JHQHUDO�HFRQRPLF�FRQGLWLRQV�UHVXOW�LQ�DQ�LQFUHDVLQJ�LQWHUHVW�UDWH�HQYLURQPHQW��:H�FDQQRW�DVVXUH�\RX
WKDW�RXU�EXVLQHVV�ZLOO�JHQHUDWH�FDVK�IORZ��RU�WKDW�ZH�ZLOO�EH�DEOH�WR�REWDLQ�IXQGLQJ�VXIILFLHQW�WR�VDWLVI\�RXU�GHEW�VHUYLFH�UHTXLUHPHQWV�

2XU� FDVK� IORZ� FRXOG� EH� QHJDWLYHO\� DIIHFWHG� DV� D� UHVXOW� RI� RXU� H[WHQVLRQ� RI� UHODWLYHO\� ORQJ� SD\PHQW� WHUPV� WR� FXVWRPHUV� WKDW�ZH
EHOLHYH�DUH�FUHGLW�ZRUWK\�

$V�LV�FXVWRPDU\�LQ�RXU�LQGXVWU\��ZH�H[WHQG�UHODWLYHO\�ORQJ�SD\PHQW�WHUPV��XS�WR�VL[�PRQWKV��WR�FXVWRPHUV�WKDW�ZH�EHOLHYH�DUH�FUHGLW
ZRUWK\��7KH�GROODU�DPRXQW�RI�RXU�DFFRXQWV�UHFHLYDEOH��QHW�RI�RXU�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�DV�RI�'HFHPEHU����������������DQG
�����ZDV�������������������������DQG�������������UHVSHFWLYHO\��7KH�EDG�GHEW�FUHGLW�IRU�WKH�\HDUV�HQGHG�'HFHPEHU���������������
DQG������ZDV������������������DQG����������UHVSHFWLYHO\��$OWKRXJK�ZH�DWWHPSW�WR�HVWDEOLVK�DSSURSULDWH�UHVHUYHV�IRU�RXU�UHFHLYDEOHV�
WKRVH�UHVHUYHV�PD\�QRW�SURYH�WR�EH�DGHTXDWH�LQ�YLHZ�RI�DFWXDO�OHYHOV�RI�EDG�GHEWV��7KH�IDLOXUH�RI�RXU�FXVWRPHUV�WR�SD\�XV�WLPHO\�ZRXOG
QHJDWLYHO\�DIIHFW�RXU�ZRUNLQJ�FDSLWDO��ZKLFK�FRXOG�LQ�WXUQ�DGYHUVHO\�DIIHFW�RXU�FDVK�IORZ�

,I�WKH�35&�JRYHUQPHQW�EDQV�RU�OLPLWV�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV��RXU�RSHUDWLRQV��UHYHQXHV�DQG�SURILWDELOLW\�ZRXOG
EH�DGYHUVHO\�DIIHFWHG�

7KH�SULQFLSDO�UDZ�PDWHULDOV�RI�RXU�H[LVWLQJ�DQG�SODQQHG�ELRSKDUPDFHXWLFDO�SURGXFWV�LV�KXPDQ�VRXUFH�SODVPD��ZKLFK��GXH�WR�LWV�XQLTXH
QDWXUH�� LV�VXEMHFW� WR�YDULRXV�TXDOLW\�DQG�VDIHW\�FRQWURO� LVVXHV�ZKLFK�LQFOXGH��EXW�DUH�QRW� OLPLWHG�WR��FRQWDPLQDWLRQV�DQG�EORRG�ERUQH
GLVHDVHV��,Q�DGGLWLRQ��OLPLWDWLRQV�RI�FXUUHQW�WHFKQRORJ\�SRVH�ELRORJLFDO�KD]DUGV�LQKHUHQW�LQ�SODVPD�WKDW�KDYH�\HW�WR�EH�GLVFRYHUHG�ZKLFK
FRXOG�UHVXOW� LQ�D�ZLGH�VSUHDG�HSLGHPLF�GXH� WR�EORRG�LQIXVLRQ��7KH�SULPDU\� ODZ�WKDW�UHJXODWHV�SODVPD�SURGXFWV� LQ�&KLQD� LV� WKH�35&
3KDUPDFHXWLFDO�/DZ��WKH�,PSOHPHQWDWLRQ�5XOHV�RQ�WKH�35&�3KDUPDFHXWLFDO�/DZ�DQG�WKH�5HJXODWLRQV�RQ�WKH�$GPLQLVWUDWLRQ�RI�%ORRG
3URGXFWV��7KHVH�UXOHV�DQG�UHJXODWLRQV�UHTXLUH�HQWLWLHV�SURGXFLQJ�EORRG�SURGXFWV�WR�VWULFWO\�FRPSO\�ZLWK�FHUWDLQ�K\JLHQLF�VWDQGDUGV�DQG
VSHFLILFDWLRQV� SURPXOJDWHG� E\� WKH� JRYHUQPHQW�� ,Q� WKH� HYHQW� WKDW� KXPDQ� SODVPD� LV� GLVFRYHUHG� WR� EH� QRQFRPSOLDQW� ZLWK� WKH
JRYHUQPHQW¶V� K\JLHQLF� VWDQGDUGV� DQG� VSHFLILFDWLRQV�� WKH� KHDOWK� GHSDUWPHQW�PD\� UHYRNH� WKH� UHJLVWUDWLRQ� DQG�RU� WKH� DSSURYDO� RI� WKH
EORRG� SURGXFW�� RU� RWKHUZLVH� OLPLW� WKH� XVH� RI� VXFK� EORRG� SURGXFW�� ,I� WKH� 35&� JRYHUQPHQW� EDQV� RU� OLPLWV� SODVPD�EDVHG
ELRSKDUPDFHXWLFDO�SURGXFWV��RXU�RSHUDWLRQV��UHYHQXHV�DQG�SURILWDELOLW\�ZRXOG�EH�DGYHUVHO\�DIIHFWHG�

,I�WKH�SODVPD�ZH�VRXUFH�LV�IRXQG�WR�EH�FRQWDPLQDWHG��RXU�RSHUDWLRQ��UHYHQXHV�DQG�SURILWDELOLW\�ZRXOG�EH�DGYHUVHO\�DIIHFWHG�

:H�FXUUHQWO\�VRXUFH�SODVPD�PDLQO\�IURP�KXPDQ�GRQDWLRQV�WR�RXU�SODVPD�VWDWLRQV�LQ�6KDQGRQJ��*XDQJ[L�DQG�*XL]KRX�3URYLQFHV��,I
DQ\�RI�RXU�KXPDQ�GRQRUV�LV� LQIHFWHG�ZLWK�FHUWDLQ�GLVHDVHV�� WKHQ�WKH�SODVPD�IURP�VXFK�GRQRU�PD\�EH�LQIHFWHG��,I�VXFK�FRQWDPLQDWHG
SODVPD�LV�QRW�DSSURSULDWHO\�VFUHHQHG�RXW��RXU�HQWLUH�SODVPD�VRXUFH�IRU�WKH�UHOHYDQW�FROOHFWLRQ�VWDWLRQ�PD\�EHFRPH�FRQWDPLQDWHG��,I�WKH
SODVPD�IURP�RXU�FROOHFWLRQ�VWDWLRQV�LV�IRXQG�WR�EH�FRQWDPLQDWHG��RXU�RSHUDWLRQ��UHYHQXHV�DQG�SURILWDELOLW\�ZRXOG�EH�DGYHUVHO\�DIIHFWHG�

,I�RXU�VXSSO\�RI�TXDOLW\�SODVPD�LV�LQWHUUXSWHG��RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�SURILWDELOLW\�ZLOO�EH�DGYHUVHO\�DIIHFWHG�

7KH�SURGXFWLRQ�RI�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV�UHOLHV�RQ� WKH�VXSSO\�RI�SODVPD�RI�VXLWDEOH�TXDOLW\��)RU� WKH�\HDUV�HQGHG
'HFHPEHU����������������DQG�������WKH�FRVW�RI�SODVPD�XVHG�E\�XV�IRU�SURGXFWLRQ�DFFRXQWHG�IRU�DSSUR[LPDWHO\����������DQG�����
UHVSHFWLYHO\��RI�WRWDO�SURGXFWLRQ�FRVW��7KH�VXSSO\�DQG�PDUNHW�SULFHV�RI�SODVPD�PD\�EH�DGYHUVHO\�DIIHFWHG�E\�IDFWRUV�VXFK�DV�UHJXODWRU\
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UHVWULFWLRQV��ZHDWKHU�FRQGLWLRQV�RU�RXWEUHDN�RI�GLVHDVHV�ZKLFK�ZRXOG�LPSDFW�RXU�FRVWV�RI�SURGXFWLRQ��:H�PD\�QRW�EH�DEOH�WR�SDVV�RQ
DQ\�UHVXOWLQJ� LQFUHDVH� LQ�FRVWV� WR�RXU�FXVWRPHUV�DQG�WKHUHIRUH�DQ\�VXEVWDQWLDO� IOXFWXDWLRQ� LQ�VXSSO\�RU�PDUNHW�SULFHV�RI�SODVPD�PD\
DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�SURILWDELOLW\�
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7KH�ELRSKDUPDFHXWLFDO�LQGXVWU\�LQ�WKH�35&�LV�VWULFWO\�UHJXODWHG�DQG�FKDQJHV�LQ�VXFK�UHJXODWLRQV�PD\�KDYH�DQ�DGYHUVH�HIIHFW�RQ
RXU�EXVLQHVV�

7KH�ELRSKDUPDFHXWLFDO� LQGXVWU\� LQ� WKH�35&� LV� VWULFWO\� UHJXODWHG�E\� WKH� JRYHUQPHQW��7KH� UHJXODWRU\� UHJLPH�� VXFK� DV� DGPLQLVWUDWLYH
DSSURYDO� RI�PHGLFLQHV� DQG� SURGXFWLRQ� DSSURYDOV�� FRPSULVHV� RI� VHULHV� RI� UHJXODWLRQV� DQG� DGPLQLVWUDWLYH� UXOHV��7KH� 35&� UHJXODWRU\
DXWKRULWLHV�PD\�DPHQG�VXFK�UHJXODWLRQV�DQG�DGPLQLVWUDWLYH�UXOHV�DQG�SURPXOJDWH�QHZ�UHJXODWLRQV�DQG�DGPLQLVWUDWLYH�UXOHV�IURP�WLPH�WR
WLPH��&KDQJHV�LQ�WKHVH�UHJXODWLRQV�DQG�DGPLQLVWUDWLYH�UXOHV�FRXOG�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�RXU�EXVLQHVV��6XFK�FKDQJHV�PD\�KDYH
DQ\�DGYHUVH�LPSDFW�RQ�RXU�EXVLQHVV�

:H�PD\�QRW�EH�DEOH�WR�FDUU\�RQ�RXU�EXVLQHVV�LI�ZH�ORVH�DQ\�RI�WKH�SHUPLWV�DQG�OLFHQVHV�UHTXLUHG�E\�WKH�35&�*RYHUQPHQW�LQ�RUGHU�WR
FDUU\�RQ�RXU�EXVLQHVV�

$OO� SKDUPDFHXWLFDO�PDQXIDFWXULQJ� DQG� GLVWULEXWLRQ� HQWHUSULVHV� LQ� WKH� 35&� DUH� UHTXLUHG� WR� REWDLQ� IURP� YDULRXV� 35&� JRYHUQPHQWDO
DXWKRULWLHV�FHUWDLQ�SHUPLWV�DQG�OLFHQVHV��LQFOXGLQJ��LQ�WKH�FDVH�RI�PDQXIDFWXULQJ�HQWHUSULVHV��D�3KDUPDFHXWLFDO�0DQXIDFWXULQJ�3HUPLW
DQG��LQ�WKH�FDVH�RI�GLVWULEXWLRQ�HQWHUSULVHV��D�3KDUPDFHXWLFDO�'LVWULEXWLRQ�3HUPLW�

:H� KDYH� REWDLQHG� SHUPLWV� DQG� OLFHQVHV� DQG� WKH�*03� FHUWLILFDWHV�� UHTXLUHG� IRU� WKH�PDQXIDFWXULQJ� DQG� VDOHV� RI� RXU� SKDUPDFHXWLFDO
SURGXFWV��7KHVH�SHUPLWV�DQG�OLFHQVHV�KHOG�E\�XV�DUH�VXEMHFW�WR�SHULRGLF�UHQHZDO�DQG�RU�UHDVVHVVPHQW�E\�WKH�UHOHYDQW�35&�*RYHUQPHQW
DXWKRULWLHV�DQG�WKH�VWDQGDUGV�RI�FRPSOLDQFH�UHTXLUHG� LQ�UHODWLRQ� WKHUHWR�PD\�IURP�WLPH�WR� WLPH�EH�VXEMHFW� WR�FKDQJHV��:H�LQWHQG�WR
DSSO\� IRU� WKH� UHQHZDO�RI� VXFK�SHUPLWV� DQG� OLFHQVHV�ZKHQ� UHTXLUHG�E\� DSSOLFDEOH� ODZV� DQG� UHJXODWLRQV��$Q\�FKDQJHV� LQ� FRPSOLDQFH
VWDQGDUGV��RU�DQ\�QHZ�ODZV�RU�UHJXODWLRQV�WKDW�PD\�SURKLELW�RU�UHQGHU�LW�PRUH�UHVWULFWLYH�IRU�XV�WR�FRQGXFW�RXU�EXVLQHVV�RU�LQFUHDVH�RXU
FRPSOLDQFH�FRVWV�PD\�DGYHUVHO\�DIIHFW�RXU�RSHUDWLRQV�RU�SURILWDELOLW\��$Q\�IDLOXUH�E\�XV�WR�REWDLQ�VXFK�UHQHZDOV�PD\�KDYH�D�PDWHULDO
DGYHUVH�HIIHFW�RQ�WKH�RSHUDWLRQ�RI�RXU�EXVLQHVV��,Q�DGGLWLRQ��ZH�PD\�QRW�EH�DEOH�WR�FDUU\�RQ�EXVLQHVV�ZLWKRXW�VXFK�SHUPLWV�DQG�EXVLQHVV
OLFHQVHV�EHLQJ�UHQHZHG�

,I�ZH�GR�QRW� UHFHLYH�35&�JRYHUQPHQWDO�DSSURYDO� WR� LQFUHDVH� WKH� UHWDLO�SULFHV�RI�FHUWDLQ�RI�RXU�ELRSKDUPDFHXWLFDO�SURGXFWV�RXU
UHYHQXHV�PD\�EH�DGYHUVHO\�DIIHFWHG�

5HWDLO�SULFHV�RI�FHUWDLQ�RI�RXU�ELRSKDUPDFHXWLFDO�SURGXFWV�LQ�WKH�35&�DUH�VXEMHFW�WR�WKH�FRQWURO�RI�WKH�UHOHYDQW�FHQWUDO�DQG�SURYLQFLDO
SULFH�DGPLQLVWUDWLRQ�DXWKRULWLHV��7KH�DFWXDO�SULFH�IRU�DQ\�JLYHQ�SULFH�FRQWUROOHG�SURGXFW�VHW�E\�PDQXIDFWXUHUV��ZKROHVDOHUV�DQG�UHWDLOHUV
FDQQRW�H[FHHG�WKH�SULFH�FHLOLQJ�LPSRVHG�LQ�DFFRUGDQFH�ZLWK�WKH�DSSOLFDEOH�JRYHUQPHQW�SULFH�FRQWURO�UXOHV��3KDUPDFHXWLFDO�SURGXFWV
ZKLFK�DUH�LQFOXGHG�LQ�&KLQD¶V�1DWLRQDO��0HGLFDO��,QVXUDQFH�&DWDORJXH��RU�WKH�1,&��DGPLQLVWHUHG�DW�WKH�FHQWUDO�RU�SURYLQFLDO�OHYHO�DUH
VXEMHFW�WR�SULFH�FRQWURO�E\�WKH�1DWLRQDO�5HIRUP�DQG�'HYHORSPHQW�&RPPLVVLRQ�RI�&KLQD��RU�WKH�1'5&��&KLQD¶V�SULFLQJ�DXWKRULW\�

7KH������1,&�ZDV�SXEOLVKHG�E\�&KLQD¶V�0LQLVWU\�RI�+XPDQ�5HVRXUFHV�DQG�6RFLDO�6HFXULW\� LQ�1RYHPEHU������DV�SDUW�RI�&KLQD¶V
KHDOWKFDUH� UHIRUP�� WR�PDNH�PRUH� GUXJV� DIIRUGDEOH� WR� 35&� FRQVXPHUV��7KH�1,&� LV�&KLQD¶V� RIILFLDO� GUXJ� UHLPEXUVHPHQW� OLVW� IRU� LWV
XQLYHUVDO�KHDOWKFDUH�V\VWHP��ZKLFK�WKH�35&�JRYHUQPHQW�H[SHFWHG�WR�FRYHU�����RI�35&�FLWL]HQV�DV�DW�WKH������\HDU�HQG��7KH�����
1,&�IHDWXUHV�������GUXJV��FDWHJRUL]HG�DV�&ODVV�$��IXOO\�FRYHUHG��RU�&ODVV�%��SDUWLDOO\�FRYHUHG���)LYH�RI�RXU�SULQFLSDO�SURGXFWV��+XPDQ
$OEXPLQ� +XPDQ� ,PPXQRJOREXOLQ� IRU� LQWUDYHQRXV� LQMHFWLRQ�� +XPDQ� 5DELHV� ,PPXQRJOREXOLQ�� +XPDQ� 7HWDQXV� ,PPXQRJOREXOLQ�
+XPDQ�,PPXQRJOREXOLQ�KDYH�EHHQ�LQFOXGHG�LQ�WKH������1,&�DV�&ODVV�%�GUXJV�DQG�DUH�VXEMHFW�WR�QDWLRQDO�SULFH�FRQWURO�E\�WKH�1'5&�

7KH������1,&�ZDV�H[SHFWHG�WR�EH�IXOO\�LPSOHPHQWHG�LQ�������EXW�KDV�EHHQ�SRVWSRQHG��2QFH�WKH������1,&�LV�IXOO\�LPSOHPHQWHG��WKH
SULFH�RI�RXU�LQFOXGHG�SURGXFWV�PD\�QRW�EH�LQFUHDVHG�DW�RXU�GLVFUHWLRQ�DERYH�WKH�UHOHYDQW�FRQWUROOHG�UHWDLO�SULFH�FHLOLQJ�ZLWKRXW�SULRU
JRYHUQPHQWDO� DSSURYDO�� 7KLV�� LQ� WXUQ�� PD\� DIIHFW� WKH� H[�IDFWRU\� SULFHV� VHW� E\� XV� IRU� RXU� SURGXFWV� DQG� ZH� WKHUHIRUH� GR� QRW� KDYH
XQIHWWHUHG�IUHHGRP�WR�PD[LPL]H�RXU�SURILWV��,W�LV�XQFHUWDLQ�ZKHWKHU�ZH�ZLOO�EH�DEOH�WR�REWDLQ�QHFHVVDU\�DSSURYDOV�WR�LQFUHDVH�WKH�SULFH
RI�DQ\�RI�RXU�SURGXFWV�

,I�ZH�DUH�XQDEOH�WR�DGHTXDWHO\�PRQLWRU�RXU�SODVPD�VWDWLRQV��RXU�SODVPD�VXSSO\�PD\�EH�WDLQWHG�DQG�ZH�ZLOO�EH�VXEMHFW�WR�VDQFWLRQV
E\�WKH�JRYHUQPHQW�ZKLFK�ZRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�

$V�SDUW�RI� WKH�LQGXVWU\�UHIRUP�LQLWLDWLYH�E\�WKH�&KLQHVH�JRYHUQPHQW�� LQ������ZH�DFTXLUHG�WKH�DVVHWV�RI�ILYH�RI� WKH�VL[�WKHQ�H[LVWLQJ
SODVPD�VWDWLRQV�LQ�6KDQGRQJ�3URYLQFH�WKURXJK�RXU�ZKROO\�RZQHG�VXEVLGLDULHV��;LD�-LQ�3ODVPD�&RPSDQ\��WKH�4L�+H�3ODVPD�&RPSDQ\�
WKH�+H�=H�3ODVPD�&RPSDQ\��WKH�=KDQJ�4LX�3ODVPD�&RPSDQ\�DQG�WKH�/LDR�&KHQJ�3ODVPD�&RPSDQ\��:H�UHFHLYHG�SHUPLWV�WR�RSHUDWH
WKHVH�VXEVLGLDULHV�LQ�-DQXDU\�������,Q�$SULO�������ZH�DFTXLUHG�WKH�DVVHWV�RI�WZR�DGGLWLRQDO�SODVPD�VWDWLRQV��RQH�WKURXJK�+XDQ�-LDQJ
3ODVPD�&RPSDQ\�DQG� WKH�RWKHU� WKURXJK�)DQJ�&KHQJ�3ODVPD�&RPSDQ\��ZKLFK� LV� WKHQ�����RZQHG�E\�6KDQGRQJ�7DLEDQJ�DQG����
RZQHG�E\�)HQJ�/LQ��DQ�XQUHODWHG�WKLUG�SDUW\��ZKLFK�ZH�VXEVHTXHQWO\�DFTXLUHG�LQ�-DQXDU\�������:H�REWDLQHG�QHFHVVDU\�SHUPLWV�DQG
FRPPHQFHG� WKHLU� RSHUDWLRQ� LQ� -XO\� DQG�$XJXVW� ������ UHVSHFWLYHO\�� ,Q� ������ ZH� HVWDEOLVKHG� WZR� SODVPD� VWDWLRQV��<L� 6KXL� 3ODVPD
&RPSDQ\��ZKLFK�EHJXQ�RSHUDWLRQ�LQ�'HFHPEHU�������DQG�1LQJ�<DQJ�3ODVPD�&RPSDQ\��ZKLFK�EHJXQ�RSHUDWLRQ�LQ�-XO\�������*XL]KRX
7DLEDQJ��WKH�PDLQ�RSHUDWLQJ�VXEVLGLDU\�RI�'DOLQ��LV�WKH�����RZQHU�RI�WKH�WZR�SODVPD�VWDWLRQV�LQ�*XL]KRX�SURYLQFH��DIWHU�FORVXUH�RI�LWV
��SODVPD�VWDWLRQV�LQ�FRPSOLDQFH�ZLWK�*XL]KRX�3URYLQFLDO�+HDOWK�'HSDUWPHQW¶V�SODQ�LQ�-XO\�������+XLWLDQ��WKH�����PLQRULW\�RZQHG
DIILOLDWHG�FRPSDQ\�E\� WKH�&RPSDQ\��KDV� WKUHH�SODVPD�VWDWLRQV�RSHUDWLQJ� LQ�6KDDQ[L�SURYLQFH��:KLOH�ZH�PRQLWRU�RXU�EORRG�SODVPD
LQWDNH�SURFHGXUHV�WKURXJK�IUHTXHQW�XQVFKHGXOHG�LQVSHFWLRQV�RI�RXU�VWDWLRQV��WKHUH�UHPDLQV�D�ULVN�WKDW�RXU�EORRG�VXSSO\�PD\�EHFRPH
WDLQWHG�GXULQJ�WKH�FROOHFWLRQ�SURFHVV��2XU�EORRG�VXSSO\�PD\�EHFRPH�WDLQWHG�LI�ZH�DFFHSW�EORRG�IURP�GRQRUV�ZKRVH�EORRG�VKRZV�DQ\
LUUHJXODU�ILQGLQJV�LQFOXGLQJ�+,9��+HSDWLWLV�&�DQG�OLYHU�GLVHDVH��:H�SUH�VFUHHQ�DOO�GRQRUV�LQ�RUGHU�WR�HQVXUH�WKDW�WKHVH�GLVHDVHV�DUH�QRW
SUHVHQW��,I�RXU�EORRG�VXSSO\�EHFRPHV�WDLQWHG��WKH�FRQVHTXHQFHV�IRU�RXU�EXVLQHVV�FRXOG�EH�VHYHUH��:H�FRXOG�EH�VXEMHFW�WR�FLYLO�OLDELOLW\
IURP�VXLWV�EURXJKW�E\�FRQVXPHUV�DQG�WR�FULPLQDO�OLDELOLW\�DQG�ORVV�RI�RXU�UHJLVWUDWLRQ�LI�ZH�DUH�IRXQG�E\�WKH�JRYHUQPHQW�WR�KDYH�EHHQ
FULPLQDOO\�QHJOLJHQW�
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2XU�RSHUDWLRQV�� VDOHV�� SURILW� DQG� FDVK� IORZ�ZLOO� EH�DGYHUVHO\� DIIHFWHG� LI� RXU�DOEXPLQ�SURGXFWV� IDLO� LQVSHFWLRQ�RU� DUH�GHOD\HG�E\
UHJXODWRUV�

(DFK�EDWFK�RI�RXU�DOEXPLQ�SURGXFWV�UHTXLUHV�LQVSHFWLRQ�E\�&KLQHVH�JRYHUQPHQW�UHJXODWRUV�EHIRUH�ZH�FDQ�VKLS�LW�WR�RXU�FXVWRPHUV��7KH
6)'$�KDV� D� TXDOLW\� VWDQGDUG�ZKLFK� FRQVLGHUV�� DPRQJ� RWKHU� WKLQJV�� WKH� DSSHDUDQFH�� SDFNLQJ� FDSDFLW\�� WKHUPDO� VWDELOLW\�� S+� YDOXH�
SURWHLQ�FRQWHQW�DQG�SHUFHQWDJH�RI�SXULW\�RI�WKH�SURGXFW��,Q�RUGHU�WR�SDVV�LQVSHFWLRQ��RXU�SODVPD�PXVW�EH�WHVWHG�QHJDWLYH�IRU�DQ\�EORRG
LUUHJXODULWLHV��LQFOXGLQJ�+HSDWLWLV�&��+,9�DQG�OLYHU�GLVHDVH��7KH�SODVPD�PXVW�EH�SDFNDJHG�LQ����WR����VHSDUDWH����J�EDJV�DQG�ER[HG
ZLWK�D�SDFNLQJ�OLVW�DQG�ODEHOHG�LQ�FRQVLVWHQW�ZLWK�FRPSXWHU�UHFRUGV��7KH�SODVPD�PXVW�WKHQ�EH�VWRUHG�DW�����&�DV�VRRQ�DV�SRVVLEOH�DIWHU
FROOHFWLRQ�WR�HQVXUH�WKDW�LW�ZLOO�FRQJHDO�ZLWKLQ���KRXUV��*RYHUQPHQW�UHJXODWRUV�XVXDOO\�WDNH�PRUH�WKDQ�RQH�PRQWK�WR�LQVSHFW�D�EDWFK�RI
SODVPD�SURGXFWV��7KH�SURFHVV�EHJLQV�ZKHQ�WKH�UHJXODWRU�UDQGRPO\�VHOHFWV�VDPSOHV�RI�RXU�SURGXFWV�DQG�GHOLYHUV�WKHP�WR�WKH�1DWLRQDO
,QVWLWXWH� IRU� WKH� &RQWURO� RI� 3KDUPDFHXWLFDO� DQG� %LRORJLFDO� 3URGXFWV�� RU� WKH� 1,&%3%�� IRU� WHVWLQJ�� DQG� WKH� SURFHVV� HQGV� ZKHQ� WKH
SURGXFWV� DUH� JLYHQ� ILQDO� DSSURYDO� E\� WKH�1,&%3%�� ,Q� WKH� HYHQW� WKDW� WKH� UHJXODWRUV� GHOD\� WKH� DSSURYDO� RI� RXU� SURGXFWV�� FKDQJH� WKH
UHTXLUHPHQWV�LQ�VXFK�D�ZD\�WKDW�ZH�DUH�XQDEOH�WR�FRPSO\�ZLWK�WKRVH�UHTXLUHPHQWV��RXU�RSHUDWLRQV��VDOHV��SURILW�DQG�FDVK�IORZ�ZLOO�EH
DGYHUVHO\�DIIHFWHG�

:H�UHO\�RQ�D�6HFRQGPHQW�$JUHHPHQW�ZLWK�WKH�6KDQGRQJ�,QVWLWXWH��ZKLFK�LV�H[SHFWHG�WR�WHUPLQDWH�XSRQ�WKH�IXWXUH�SULYDWL]DWLRQ�RI
WKH� 6KDQGRQJ� ,QVWLWXWH�� IRU� RYHU� ���� RI� RXU� 6KDQGRQJ� 7DLEDQJ� HPSOR\HHV�� ,I� WKH� 6HFRQGPHQW� $JUHHPHQW� LV� EUHDFKHG� RU
WHUPLQDWHG��LW�FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLRQV�DQG�RQ�RXU�ILQDQFLDO�UHVXOWV�

7KH�6KDQGRQJ�,QVWLWXWH�KDV�SURYLGHG�XV�ZLWK�DSSUR[LPDWHO\����RI�RXU�HPSOR\HHV�RXW�RI�D� WRWDO�RI�DSSUR[LPDWHO\�������HPSOR\HHV�
SXUVXDQW� WR� D� VHFRQGPHQW� DJUHHPHQW�� RU� 6HFRQGPHQW� $JUHHPHQW�� GDWHG� 2FWREHU� ���� ������ EHWZHHQ� 6KDQGRQJ� 7DLEDQJ� DQG� WKH
6KDQGRQJ�,QVWLWXWH��3XUVXDQW�WR�WKH�6HFRQGPHQW�$JUHHPHQW��ZH�DUH�UHVSRQVLEOH�IRU�WKH�VDODULHV�RI�WKHVH�HPSOR\HHV��DV�ZHOO�DV�IRU�WKHLU
VRFLDO� EHQHILWV� VXFK� DV� LQVXUDQFH�� 2XU� 6HFRQGPHQW�$JUHHPHQW� ZLWK� WKH� 6KDQGRQJ� ,QVWLWXWH� ZLOO� H[SLUH� RQ� WKH� VRRQHU� WR� RFFXU� RI
2FWREHU������RU�XSRQ� WKH�SULYDWL]DWLRQ�RI� WKH�6KDQGRQJ� ,QVWLWXWH��ZKLFK�ZDV�RULJLQDOO\� H[SHFWHG� WR�RFFXU�EHIRUH� WKH�HQG�RI������
+RZHYHU��WKH�FRPSOHWLRQ�RI�SULYDWL]DWLRQ�RI�6KDQGRQJ�,QVWLWXWH�KDV�EHHQ�IXUWKHU�GHOD\HG�LQGHILQLWHO\�GXH�WR�VORZHU�DFWLRQ�WDNHQ�E\�WKH
6KDQGRQJ�0LQLVWU\�RI�+HDOWK�LQ�LPSOHPHQWLQJ�WKH�SULYDWL]DWLRQ�SODQ��8SRQ�H[SLUDWLRQ�RU�WHUPLQDWLRQ�RI�WKH�6HFRQGPHQW�$JUHHPHQW�
ZH�SODQ�WR�KLUH�WKH�VHFRQGHG�HPSOR\HHV�GLUHFWO\��+RZHYHU��ZH�FDQQRW�EH�VXUH�WKDW�DOO�RI�WKH�HPSOR\HHV�ZLOO�DFFHSW�RXU�HPSOR\PHQW
RIIHUV� DW� WKDW� WLPH��*XDQJ�/L� 3DQJ�� 6KDQGRQJ�7DLEDQJ¶V�'HSXW\�&KLHI�([HFXWLYH�2IILFHU��<XQ�+XD�*DR� DQG�'LDQ�&RQJ�/LX�� RXU
6HQLRU� 7HFKQLFDO� $GYLVRUV� DUH� HPSOR\HG� WKURXJK� WKH� 6HFRQGPHQW�$JUHHPHQW�� $OWKRXJK� QRQH� RI� RXU� VHFRQGHG� HPSOR\HHV� KDYH
LQGLFDWHG� WKDW� WKH\� GR� QRW� SODQ� WR� FRQWLQXH� ZRUNLQJ� IRU� RXU� &RPSDQ\� DIWHU� WKH� SULYDWL]DWLRQ�� LI� WKH� 6HFRQGPHQW� $JUHHPHQW� LV
WHUPLQDWHG�RU�H[SLUHV�DQG�ZH�DUH�XQDEOH� WR�KLUH� WKRVH�HPSOR\HHV�RU� UHSODFHPHQW�HPSOR\HHV�RQ� WLPH��RXU�RSHUDWLRQV��DV�ZHOO�DV�RXU
ILQDQFLDO�UHVXOWV��PD\�VXIIHU�

,I�WKH�GLVWULEXWRUV�ZKR�ZH�UHO\�RQ�GR�QRW�SXUFKDVH�RXU�SURGXFWV��RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�ZLOO�EH�DGYHUVHO\�DIIHFWHG�

:H� VHOO� DOPRVW� KDOI� RI� RXU� SURGXFWV� LQ� &KLQD� WKURXJK� RXU� QHWZRUN� RI� DERXW� ���� GLVWULEXWRUV� ORFDWHG� LQ� DERXW� ��� SURYLQFHV� DQG
PXQLFLSDO�FLWLHV�WKURXJKRXW�&KLQD��:KLOH�ZH�KDYH�HVWDEOLVKHG�ZRUNLQJ�UHODWLRQVKLSV�ZLWK�PDQ\�RI�RXU�GLVWULEXWRUV�DQG�VWULFWO\�UHJXODWH
WKHLU� VDOHV� DQG� PDUNHWLQJ� DFWLYLWLHV� E\� DQQXDO� GLVWULEXWLRQ� DJUHHPHQWV�� WKHUH� DUH� QR� UHVWULFWLRQV� LQ� WKHVH� GLVWULEXWLRQ� DJUHHPHQWV
SUHYHQWLQJ�RXU�GLVWULEXWRUV� IURP�DOVR� VXSSO\LQJ�SURGXFWV�SURGXFHG�E\�RXU�FRPSHWLWRUV��2XU�RZQ�PDUNHWLQJ�DQG� VDOHV� VWDII�ZRUN� WR
GHYHORS� DQG� PDLQWDLQ� UHODWLRQVKLSV� ZLWK� RXU� GLVWULEXWRUV�� EXW� WKHUH� FDQ� EH� QR� DVVXUDQFH� WKDW� ZH� ZLOO� EH� DEOH� WR� PDLQWDLQ� VXFK
UHODWLRQVKLSV��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������GLUHFW�VDOHV�WR�GLVWULEXWRUV�UHSUHVHQWHG�DSSUR[LPDWHO\�������
������DQG��������UHVSHFWLYHO\��RI�RXU�WRWDO�UHYHQXHV��,I�D�QXPEHU�RI�RXU�GLVWULEXWRUV�FHDVH�WR�SXUFKDVH�RXU�SURGXFWV�DQG�ZH�DUH�XQDEOH
WR�ILQG�VXLWDEOH�UHSODFHPHQWV��RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�ZLOO�EH�DGYHUVHO\�DIIHFWHG�

2XU� LQDELOLW\� WR� VXFFHVVIXOO\� UHVHDUFK�DQG�GHYHORS�QHZ�ELRORJLFDO�SKDUPDFHXWLFDO�SURGXFWV�FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU
IXWXUH�JURZWK�

:H�EHOLHYH� WKDW� WKH� VXFFHVVIXO� GHYHORSPHQW� RI� ELRORJLFDO� SKDUPDFHXWLFDO� SURGXFWV� FDQ� EH� DIIHFWHG� E\�PDQ\� IDFWRUV�� 3URGXFWV� WKDW
DSSHDU�WR�EH�SURPLVLQJ�LQ�WKH�HDUO\�SKDVHV�RI�UHVHDUFK�DQG�GHYHORSPHQW�PD\�IDLO�WR�EH�FRPPHUFLDOL]HG�IRU�YDULRXV�UHDVRQV��LQFOXGLQJ
WKH�IDLOXUH�WR�REWDLQ�WKH�QHFHVVDU\�UHJXODWRU\�DSSURYDOV��,Q�DGGLWLRQ��WKH�UHVHDUFK�DQG�GHYHORSPHQW�F\FOHV�IRU�QHZ�PHGLFLQH�IRU�ZKLFK
ZH�PXVW�REWDLQ�D�&HUWLILFDWH�RI�1HZ�0HGLFLQH�IURP�WKH�35&�0LQLVWU\�RI�+HDOWK��LV�D�UHODWLYHO\�OHQJWK\�SURFHVV��,Q�RXU�H[SHULHQFH��WKH
SURFHVV� RI� FRQGXFWLQJ� UHVHDUFK� DQG�YDULRXV� WHVWV� RQ�QHZ�SURGXFWV� EHIRUH�REWDLQLQJ� D�&HUWLILFDWH� RI�1HZ�0HGLFLQH� DQG� VXEVHTXHQW
SURFHGXUHV�PD\�WDNH�DSSUR[LPDWHO\�WKUHH�WR�ILYH�\HDUV��7KHUH�LV�QR�DVVXUDQFH�WKDW�RXU�IXWXUH�UHVHDUFK�DQG�GHYHORSPHQW�SURMHFWV�ZLOO�EH
VXFFHVVIXO�RU�WKDW�WKH\�ZLOO�EH�FRPSOHWHG�ZLWKLQ�WKH�DQWLFLSDWHG�WLPH�IUDPH�RU�EXGJHW��$OVR��WKHUH�LV�QR�JXDUDQWHH�WKDW�ZH�ZLOO�UHFHLYH
WKH�QHFHVVDU\�DSSURYDOV�IURP�UHOHYDQW�DXWKRULWLHV�IRU�WKH�SURGXFWLRQ�RI�RXU�QHZO\�GHYHORSHG�SURGXFWV��(YHQ�LI�VXFK�SURGXFWV�FRXOG�EH
VXFFHVVIXOO\�FRPPHUFLDOL]HG��WKHUH�LV�QR�DVVXUDQFH�WKDW�WKH\�ZLOO�EH�DFFHSWHG�E\�WKH�PDUNHW�DV�DQWLFLSDWHG�

2XU� ILQDQFLDO� SRVLWLRQ� DQG� RSHUDWLRQV� PD\� EH� PDWHULDOO\� DQG� DGYHUVHO\� DIIHFWHG� LI� RXU� SURGXFW� OLDELOLW\� LQVXUDQFH� GRHV� QRW
VXIILFLHQWO\�FRYHU�RXU�OLDELOLWLHV�

8QGHU�FXUUHQW�35&�ODZV��PDQXIDFWXUHUV�DQG�YHQGRUV�RI�GHIHFWLYH�SURGXFWV�LQ�WKH�35&�PD\�LQFXU�OLDELOLW\�IRU�ORVV�DQG�LQMXU\�FDXVHG�E\
VXFK�SURGXFWV��3XUVXDQW�WR�WKH�*HQHUDO�3ULQFLSOHV�RI�WKH�&LYLO�/DZ�RI�WKH�35&��RU�WKH�35&�&LYLO�/DZ��ZKLFK�EHFDPH�HIIHFWLYH�LQ������
D�GHIHFWLYH�SURGXFW�ZKLFK�FDXVHV�SURSHUW\�GDPDJH�RU�SK\VLFDO�LQMXU\�WR�DQ\�SHUVRQ�PD\�VXEMHFW�WKH�PDQXIDFWXUHU�RU�YHQGRU�RI�VXFK
SURGXFW�WR�FLYLO�OLDELOLW\�
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,Q������� WKH�35&�SURPXOJDWHG� WKH�3URGXFW�4XDOLW\�/DZ�RI� WKH�35&��RU� WKH�3URGXFW�4XDOLW\�/DZ��ZKLFK�ZDV� UHYLVHG� LQ�������7KH
3URGXFW�4XDOLW\�/DZ�ZDV�HQDFWHG�WR�SURWHFW�WKH�ULJKWV�DQG�LQWHUHVWV�RI�HQG�XVHUV�DQG�FRQVXPHUV�DQG�WR�VWUHQJWKHQ�WKH�VXSHUYLVLRQ�DQG
FRQWURO�RI�WKH�TXDOLW\�RI�SURGXFWV��8QGHU�WKH�3URGXFW�4XDOLW\�/DZ��PDQXIDFWXUHUV�ZKR�SURGXFH�GHIHFWLYH�SURGXFWV�PD\�EH�VXEMHFW�WR
ILQHV� DQG� UHTXLUHG� WR� FHDVH� SURGXFWLRQ�� DQG� LQ� VHYHUH� FDVHV�� EH� VXEMHFW� WR� FULPLQDO� OLDELOLW\� DQG�PD\� KDYH� WKHLU� EXVLQHVV� OLFHQVHV
UHYRNHG�

,Q� ������ WKH� /DZ� RI� WKH� 35&� RQ� WKH� 3URWHFWLRQ� RI� WKH� 5LJKWV� DQG� ,QWHUHVWV� RI� &RQVXPHUV�� RU� WKH� &RQVXPHUV¶� 5LJKWV� /DZ�� ZDV
SURPXOJDWHG�WR�IXUWKHU�SURWHFW�WKH�OHJDO�ULJKWV�DQG�LQWHUHVWV�RI�FRQVXPHUV�LQ�FRQQHFWLRQ�ZLWK�WKH�SXUFKDVH�RU�XVH�RI�JRRGV�DQG�VHUYLFHV�
$OO�EXVLQHVVHV��LQFOXGLQJ�RXU�EXVLQHVV��PXVW�REVHUYH�DQG�FRPSO\�ZLWK�WKH�&RQVXPHUV¶�5LJKWV�/DZ�

:H�PDLQWDLQ� WZR� SURGXFW� OLDELOLW\� LQVXUDQFHV� IRU� VDOHV� LQ� WKH� 35&� IRU� 6KDQGRQJ�7DLEDQJ� DQG�*XL]KRX�7DLEDQJ¶V� SURGXFWV� LQ� WKH
DPRXQW�RI�50%����PLOOLRQ� �DSSUR[LPDWHO\������PLOOLRQ�� HDFK��$OWKRXJK�QR�RQH�KDV� ILOHG� DQ\�FODLPV� LQ� UHODWLRQ� WR� WKH�XVH�RI�RXU
SKDUPDFHXWLFDO�SURGXFWV��RXU�ILQDQFLDO�SRVLWLRQ�DQG�RSHUDWLRQV�PD\�EH�PDWHULDOO\�DQG�DGYHUVHO\�DIIHFWHG��LI�RXU�LQVXUDQFH�FRYHUDJH�LV
LQVXIILFLHQW�WR�FRYHU�D�VXFFHVVIXO�FODLP�

:H�PD\�HQFRXQWHU�LQFUHDVHG�FRPSHWLWLRQ�IURP�ERWK�ORFDO�DQG�RYHUVHDV�SKDUPDFHXWLFDO�HQWHUSULVHV�DV�D�UHVXOW�RI�D�UHOD[DWLRQ�RI�WKH
35&�UHJXODWRU\�DSSURYDO�SURFHVV�IRU�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�SURGXFWV�RU�D�UHOD[DWLRQ�RI�LQWHUQDWLRQDO�WUDGH�UHVWULFWLRQV�
$�FKDQJH�LQ�RXU�FRPSHWLWLYH�HQYLURQPHQW�FRXOG�DGYHUVHO\�DIIHFW�RXU�SURILWDELOLW\�DQG�SURVSHFWV�

2XU� FRQWLQXHG� DELOLW\� WR� FRPSHWH� GHSHQGV� RQ� WKH� GHYHORSPHQW� RI� WKH� SODVPD�EDVHG� ELRSKDUPDFHXWLFDO� PDQXIDFWXULQJ� LQGXVWU\� LQ
&KLQD�� 7KH� SODVPD�EDVHG� ELRSKDUPDFHXWLFDO� PDQXIDFWXULQJ� LQGXVWU\� LQ� &KLQD� LV� KLJKO\� UHJXODWHG� E\� ERWK� SURYLQFLDO� DQG� FHQWUDO
JRYHUQPHQWV��3ULRU� WR�HQJDJLQJ�LQ� WKH�FROOHFWLRQ�DQG�SURGXFWLRQ�RI�SODVPD�SURGXFWV��FRPSDQLHV�VXFK�DV�RXUV�DUH�UHTXLUHG� WR�REWDLQ
FROOHFWLRQ�SHUPLWV�IURP�WKH�FHQWUDO�KHDOWK�GHSDUWPHQW�DQG�SURGXFWLRQ�SHUPLWV�DQG�FHUWLILFDWHV�IRU�HDFK�QHZ�SURGXFW�IRUPXODWLRQ�IURP
WKH�YDULRXV�SURYLQFLDO�IRRG�DQG�GUXJ�DXWKRULWLHV��:H�KDYH�WKH�DGYDQWDJH�RI�EHLQJ�DOUHDG\�DSSURYHG�E\�WKH�VWDWH�WR�FROOHFW�SODVPD�IURP
KXPDQ� GRQRUV� DQG� PDQXIDFWXUH� DQG� VHOO� SODVPD�EDVHG� ELRSKDUPDFHXWLFDO� SURGXFWV� LQ� 6KDQGRQJ� 3URYLQFH�� DV� ZHOO� DV� LQ� DOO� RWKHU
SURYLQFHV�LQ�&KLQD��DQG�RXU�UHVHDUFK�DQG�GHYHORSPHQW�GHSDUWPHQW�KDV�EHFRPH�IDPLOLDU�ZLWK�WKH�SURYLQFLDO�SURGXFW�DSSURYDO�SURFHVV�
+RZHYHU��DOWKRXJK�ZH�EHOLHYH�WKDW�WKH�UHJXODWRU\�UHTXLUHPHQWV�SRVH�D�FRPSHWLWLYH�EDUULHU�WR�HQWU\�LQWR�WKH�ELRSKDUPDFHXWLFDO�LQGXVWU\�
RYHU�WLPH�WKHUH�PD\�EH�QHZ�HQWUDQWV��,I�WKH�JRYHUQPHQW�UHOD[HV�WKHVH�UHVWULFWLRQV�DQG�DOORZ�PRUH�FRPSHWLWRUV�WR�HQWHU�LQWR�WKH�PDUNHW�
WKHVH� FRPSHWLWRUV�PD\�KDYH�PRUH� FDSLWDO�� EHWWHU� UHVHDUFK� DQG�GHYHORSPHQW� UHVRXUFHV��PDQXIDFWXULQJ� DQG�PDUNHWLQJ� FDSDELOLW\� DQG
H[SHULHQFH�WKDQ�XV��2XU�SURILWDELOLW\�PD\�EH�DGYHUVHO\�DIIHFWHG�LI��L��FRPSHWLWLRQ�LQWHQVLILHV���LL��FRPSHWLWRUV�GUDVWLFDOO\�UHGXFH�SULFHV�
RU��LLL��FRPSHWLWRUV�GHYHORS�QHZ�SURGXFWV�KDYLQJ�FRPSDUDEOH�PHGLFLQDO�DSSOLFDWLRQV�RU�WKHUDSHXWLF�HIIHFWV�ZKLFK�DUH�PRUH�HIIHFWLYH�RU
OHVV�FRVWO\�WKDQ�WKRVH�SURGXFHG�E\�XV�

,Q�DGGLWLRQ�ZH�H[SHFW� WKDW�FRPSHWLWLRQ�IURP�LPSRUWHG�SURGXFWV�ZLOO� LQFUHDVH�DV�D�UHVXOW�RI�D� WUHQG�WRZDUGV� ORZHU� LPSRUW� WDULIIV�DQG
&KLQD¶V�DGPLVVLRQ�DV�D�PHPEHU�RI�WKH�:72�LQ�'HFHPEHU�������:H�EHOLHYH�WKDW�ORZHU�LPSRUW�WDULIIV�ZLOO�UHVXOW�LQ�PRUH�DIIRUGDEOH
SULFLQJ�IRU�LPSRUWHG�ELRSKDUPDFHXWLFDO�SURGXFWV�PDQXIDFWXUHG�RYHUVHDV�DV�FRPSDUHG�WR�GRPHVWLFDOO\�PDQXIDFWXUHG�SURGXFWV�VXFK�DV
RXUV�� ,Q�DGGLWLRQ��&KLQD¶V�PHPEHUVKLS� LQ� WKH�:72�PDNHV� LW�PRUH�DFFHVVLEOH� WR�IRUHLJQ�ELRSKDUPDFHXWLFDO�PDQXIDFWXUHUV�ZKR�PD\
ZLVK�WR�VHW�XS�SURGXFWLRQ�IDFLOLWLHV�LQ�WKH�35&�DQG�FRPSHWH�GLUHFWO\�ZLWK�GRPHVWLF�PDQXIDFWXUHUV��7KH�H[SHFWHG�LQFUHDVHG�VXSSO\�RI
ERWK�GRPHVWLF�DQG�IRUHLJQ�FRPSHWLWLYHO\�SULFHG�ELRSKDUPDFHXWLFDO�SURGXFWV�LQ�WKH�35&�ZLOO�UHVXOW�LQ�LQFUHDVHG�FRPSHWLWLRQ��7KHUH�LV
QR�DVVXUDQFH�WKDW�RXU�VWUDWHJLHV�WR�UHPDLQ�FRPSHWLWLYH�FDQ�EH�LPSOHPHQWHG�VXFFHVVIXOO\�DV�VFKHGXOHG�RU�DW�DOO��2XU�LQDELOLW\�WR�UHPDLQ
FRPSHWLWLYH�PD\�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�SURILWDELOLW\�DQG�SURVSHFWV�

:H�GHSHQG�KHDYLO\�RQ�NH\�SHUVRQQHO��DQG�WXUQRYHU�RI�NH\�HPSOR\HHV�DQG�VHQLRU�PDQDJHPHQW�FRXOG�KDUP�RXU�EXVLQHVV�

2XU� VXFFHVV�� WR� D� FHUWDLQ� H[WHQW�� LV� DWWULEXWDEOH� WR� WKH� H[SHUWLVH� DQG� H[SHULHQFH� RI� RXU� VHQLRU� PDQDJHPHQW� DQG� NH\� UHVHDUFK� DQG
WHFKQLFDO�SHUVRQQHO�� LQFOXGLQJ�&KDR�0LQJ�=KDR��RXU�&KLHI�([HFXWLYH�2IILFHU�DQG�<��7ULVWDQ�.XR��RXU�&KLHI�)LQDQFLDO�2IILFHU��ZKR
FDUU\�RXW�NH\�IXQFWLRQV�LQ�RXU�RSHUDWLRQ��,I�ZH�ORVH�WKH�VHUYLFH�RI�DQ\�RI�RXU�VHQLRU�PDQDJHPHQW�RU�NH\�UHVHDUFK�RU�WHFKQLFDO�SHUVRQQHO
RU�IDLO�WR�DWWUDFW�DGGLWLRQDO�SHUVRQQHO�ZLWK�VXLWDEOH�H[SHULHQFH�DQG�TXDOLILFDWLRQ��RXU�EXVLQHVV�RSHUDWLRQV�DQG�UHVHDUFK�FDSDELOLW\�PD\
EH�DGYHUVHO\�DIIHFWHG�

)XWXUH�DFTXLVLWLRQV�PD\�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�DELOLW\�WR�PDQDJH�RXU�EXVLQHVV�

6HOHFWLYH�DFTXLVLWLRQV�IRUP�SDUW�RI�RXU�VWUDWHJ\�WR�IXUWKHU�H[SDQG�RXU�EXVLQHVV��,I�ZH�DUH�SUHVHQWHG�ZLWK�DSSURSULDWH�RSSRUWXQLWLHV��ZH
PD\�DFTXLUH�DGGLWLRQDO�FRPSDQLHV��SURGXFWV�RU�WHFKQRORJLHV��)XWXUH�DFTXLVLWLRQV�DQG�WKH�VXEVHTXHQW�LQWHJUDWLRQ�RI�QHZ�FRPSDQLHV�LQWR
RXUV�ZRXOG� UHTXLUH� VLJQLILFDQW� DWWHQWLRQ� IURP�RXU�PDQDJHPHQW��2XU� FRPSDQ\�KDV� OLWWOH� H[SHULHQFH�ZLWK� LQWHJUDWLQJ�QHZO\�DFTXLUHG
EXVLQHVVHV��3RWHQWLDO�SUREOHPV�HQFRXQWHUHG�E\�HDFK�RUJDQL]DWLRQ�GXULQJ�PHUJHUV�DQG�DFTXLVLWLRQV�ZRXOG�EH�XQLTXH��SRVLQJ�DGGLWLRQDO
ULVNV�WR�WKH�FRPSDQ\��7KH�GLYHUVLRQ�RI�RXU�PDQDJHPHQW¶V�DWWHQWLRQ�DQG�DQ\�GLIILFXOWLHV�HQFRXQWHUHG�LQ�DQ\�LQWHJUDWLRQ�SURFHVV�FRXOG
KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�DELOLW\�WR�PDQDJH�RXU�EXVLQHVV��)XWXUH�DFTXLVLWLRQV�ZRXOG�H[SRVH�XV�WR�SRWHQWLDO�ULVNV��LQFOXGLQJ�ULVNV
DVVRFLDWHG� ZLWK� WKH� DVVLPLODWLRQ� RI� QHZ� RSHUDWLRQV�� WHFKQRORJLHV� DQG� SHUVRQQHO�� XQIRUHVHHQ� RU� KLGGHQ� OLDELOLWLHV�� WKH� GLYHUVLRQ� RI
UHVRXUFHV�IURP�RXU�H[LVWLQJ�EXVLQHVVHV�DQG�WHFKQRORJLHV��WKH�LQDELOLW\�WR�JHQHUDWH�VXIILFLHQW�UHYHQXH�WR�RIIVHW�WKH�FRVWV�DQG�H[SHQVHV�RI
DFTXLVLWLRQV��DQG�SRWHQWLDO�ORVV�RI��RU�KDUP�WR��UHODWLRQVKLSV�ZLWK�HPSOR\HHV��FXVWRPHUV�DQG�VXSSOLHUV�DV�D�UHVXOW�RI�LQWHJUDWLRQ�RI�QHZ
EXVLQHVVHV�
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:H�PD\� ORVH�RXU� FRPSHWLWLYH�DGYDQWDJH�DQG�RXU�RSHUDWLRQV�PD\� VXIIHU� LI�ZH� IDLO� WR�SUHYHQW� WKH� ORVV�RU�PLVDSSURSULDWLRQ�RI�� RU
GLVSXWHV�RYHU��RXU�LQWHOOHFWXDO�SURSHUW\�

1RQH�RI�RXU�SURGXFWV�DUH�FXUUHQWO\�FRYHUHG�E\�SDWHQWV��2XU�WUDGHPDUN�³&7%%´�LV�UHJLVWHUHG�ZLWK�WKH�35&�,QGXVWU\�DQG�&RPPHUFH
$GPLQLVWUDWLRQ�7UDGHPDUN�%XUHDX�IRU�RXU�XVH�XQWLO�-DQXDU\���������LQ�WKH�ODEHOLQJ�RI�KXPDQ�XVH�PHGLFLQH��ELRSUHSDUDWH�DQG�EORRG
SURGXFWV��SXUVXDQW� WR� WKH�UHJLVWUDWLRQ��:H�SODQ� WR�DSSO\�IRU�SDWHQWV�IRU�RXU�PDQXIDFWXULQJ�SURFHVVHV��7KH�SDWHQW�DSSOLFDWLRQ�ZLOO�EH
VXEMHFW�WR�DSSURYDO�IURP�WKH�UHOHYDQW�35&�DXWKRULWLHV��:H�PD\�QRW�EH�DEOH�WR�VXFFHVVIXOO\�REWDLQ�WKH�DSSURYDO�RI�WKH�35&�DXWKRULWLHV
IRU� RXU� SDWHQW� DSSOLFDWLRQV�� )XUWKHUPRUH�� WKLUG� SDUWLHV�PD\� DVVHUW� FODLPV� WR� RXU� SURSULHWDU\� SURFHGXUHV�� WHFKQRORJLHV� DQG� V\VWHPV�
7KHVH�SURSULHWDU\�SURFHGXUHV�� WHFKQRORJLHV�DQG�V\VWHPV�DUH� LPSRUWDQW� WR�RXU�EXVLQHVV�DV� WKH\�DOORZ�XV� WR�PDLQWDLQ�RXU�FRPSHWLWLYH
HGJH�RYHU�RXU�FRPSHWLWRUV�

:KLOH�ZH�DUH�QRW�DZDUH�RI�DQ\�LQIULQJHPHQW�RQ�RXU�LQWHOOHFWXDO�SURSHUW\�DQG�ZH�KDYH�QRW�EHHQ�QRWLILHG�E\�DQ\�WKLUG�SDUW\�WKDW�ZH�DUH
LQIULQJLQJ� RQ� WKHLU� LQWHOOHFWXDO� SURSHUW\�� RXU� DELOLW\� WR� FRPSHWH� VXFFHVVIXOO\� DQG� WR� DFKLHYH� IXWXUH� UHYHQXH� JURZWK�ZLOO� GHSHQG�� LQ
VLJQLILFDQW�SDUW��RQ�RXU�DELOLW\�WR�SURWHFW�RXU�SURSULHWDU\�WHFKQRORJ\�DQG�RSHUDWH�ZLWKRXW�LQIULQJLQJ�XSRQ�WKH�LQWHOOHFWXDO�SURSHUW\�ULJKWV
RI� RWKHUV�� 7KH� OHJDO� UHJLPH� LQ� &KLQD� IRU� WKH� SURWHFWLRQ� RI� LQWHOOHFWXDO� SURSHUW\� ULJKWV� LV� VWLOO� DW� LWV� HDUO\� VWDJH� RI� GHYHORSPHQW�
,QWHOOHFWXDO�SURSHUW\�SURWHFWLRQ�EHFDPH�D�QDWLRQDO�HIIRUW� LQ�&KLQD� LQ������ZKHQ�&KLQD�DGRSWHG� LWV� ILUVW� VWDWXWH�RQ� WKH�SURWHFWLRQ�RI
WUDGHPDUNV��6LQFH�WKHQ��&KLQD�KDV�DGRSWHG�LWV�3DWHQW�/DZ��7UDGHPDUN�/DZ�DQG�&RS\ULJKW�/DZ�DQG�SURPXOJDWHG�UHODWHG�UHJXODWLRQV
VXFK� DV� 5HJXODWLRQ� RQ� &RPSXWHU� 6RIWZDUH� 3URWHFWLRQ�� 5HJXODWLRQ� RQ� WKH� 3URWHFWLRQ� RI� /D\RXW�'HVLJQV� RI� ,QWHJUDWHG� &LUFXLWV� DQG
5HJXODWLRQ�RQ�,QWHUQHW�'RPDLQ�1DPHV��&KLQD�KDV�DOVR�DFFHGHG�WR�YDULRXV�LQWHUQDWLRQDO�WUHDWLHV�DQG�FRQYHQWLRQV�LQ�WKLV�DUHD��VXFK�DV
WKH� 3DULV� &RQYHQWLRQ� IRU� WKH� 3URWHFWLRQ� RI� ,QGXVWULDO� 3URSHUW\�� 3DWHQW� &RRSHUDWLRQ� 7UHDW\�� 0DGULG� $JUHHPHQW� DQG� LWV� 3URWRFRO
&RQFHUQLQJ�WKH�,QWHUQDWLRQDO�5HJLVWUDWLRQ�RI�0DUNV��,Q�DGGLWLRQ��ZKHQ�&KLQD�EHFDPH�D�SDUW\�WR�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ�LQ������
&KLQD�DPHQGHG�PDQ\�RI� LWV� ODZV�DQG� UHJXODWLRQV� WR�FRPSO\�ZLWK� WKH�$JUHHPHQW�RQ�7UDGH�5HODWHG�$VSHFWV�RI� ,QWHOOHFWXDO�3URSHUW\
5LJKWV��'HVSLWH�PDQ\�ODZV�DQG�UHJXODWLRQV�SURPXOJDWHG�DQG�RWKHU�HIIRUWV�PDGH�E\�&KLQD�RYHU�WKH�\HDUV�ZLWK�D�YLHZ�WR�WLJKWHQLQJ�XS
LWV�UHJXODWLRQ�DQG�SURWHFWLRQ�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��SULYDWH�SDUWLHV�PD\�QRW�HQMR\�LQWHOOHFWXDO�SURSHUW\�ULJKWV�LQ�&KLQD�WR�WKH
VDPH�H[WHQW�DV�WKH\�ZRXOG�LQ�PDQ\�:HVWHUQ�FRXQWULHV��LQFOXGLQJ�WKH�8QLWHG�6WDWHV��DQG�HQIRUFHPHQW�RI�VXFK�ODZV�DQG�UHJXODWLRQV�LQ
&KLQD�KDYH�QRW�DFKLHYHG�WKH�OHYHOV�UHDFKHG�LQ�WKRVH�FRXQWULHV��%RWK�WKH�DGPLQLVWUDWLYH�DJHQFLHV�DQG�WKH�FRXUW�V\VWHP�LQ�&KLQD�DUH�QRW
ZHOO�HTXLSSHG� WR� GHDO� ZLWK� YLRODWLRQV� RU� KDQGOH� WKH� QXDQFHV� DQG� FRPSOH[LWLHV� EHWZHHQ� FRPSOLDQW� WHFKQRORJLFDO� LQQRYDWLRQ� DQG
QRQFRPSOLDQW�LQIULQJHPHQW�

:H� UHO\� RQ� FRQILGHQWLDOLW\� DJUHHPHQWV� ZLWK� RXU� PDQDJHPHQW� DQG� HPSOR\HHV� WR� SURWHFW� RXU� FRQILGHQWLDO� SURSULHWDU\� LQIRUPDWLRQ�
+RZHYHU��WKH�SURWHFWLRQ�RI�RXU�LQWHOOHFWXDO�SURSHUWLHV�PD\�EH�FRPSURPLVHG�DV�D�UHVXOW�RI�

GHSDUWXUH�RI�DQ\�RI�RXU�PDQDJHPHQW�PHPEHUV�RU�HPSOR\HHV�LQ�SRVVHVVLRQ�RI�RXU�FRQILGHQWLDO�SURSULHWDU\�LQIRUPDWLRQ�x�
EUHDFK�E\�VXFK�GHSDUWLQJ�PDQDJHPHQW�PHPEHU�RU�HPSOR\HH�RI�KLV�RU�KHU�FRQILGHQWLDOLW\�DQG�QRQ��GLVFORVXUH�XQGHUWDNLQJ�WR
XV�

x�

LQIULQJHPHQW�E\�RWKHUV�RI�RXU�SURSULHWDU\�LQIRUPDWLRQ�DQG�LQWHOOHFWXDO�SURSHUW\�ULJKWV��RUx�
UHIXVDO�E\�UHOHYDQW�UHJXODWRU\�DXWKRULWLHV�WR�DSSURYH�RXU�SDWHQW�RU�WUDGHPDUN�DSSOLFDWLRQV�x�

$Q\�RI�WKHVH�HYHQWV�RU�RFFXUUHQFHV�PD\�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLRQV�DQG�WKH�PHDVXUHV�WKDW�ZH�KDYH�SXW�LQWR�SODFH
WR�SURWHFW�RXU� LQWHOOHFWXDO�SURSHUW\�ULJKWV�PD\�QRW�EH�VXIILFLHQW��/LWLJDWLRQ� WR�HQIRUFH�RXU� LQWHOOHFWXDO�SURSHUW\�ULJKWV�FRXOG�UHVXOW� LQ
VXEVWDQWLDO�FRVWV�DQG�PD\�QRW�EH�VXFFHVVIXO��,I�ZH�DUH�QRW�DEOH�WR�VXFFHVVIXOO\�GHIHQG�RXU�LQWHOOHFWXDO�SURSHUW\�ULJKWV��ZH�PLJKW�ORVH
ULJKWV�WR�WHFKQRORJ\�WKDW�ZH�QHHG�WR�FRQGXFW�DQG�GHYHORS�RXU�EXVLQHVV��7KLV�PD\�VHULRXVO\�KDUP�RXU�EXVLQHVV��RSHUDWLQJ�UHVXOWV�DQG
ILQDQFLDO�FRQGLWLRQ��DQG�HQDEOH�RXU�FRPSHWLWRUV�WR�XVH�RXU�LQWHOOHFWXDO�SURSHUW\�WR�FRPSHWH�DJDLQVW�XV�

)XUWKHUPRUH��LI�WKLUG�SDUWLHV�FODLP�WKDW�RXU�SURGXFWV�LQIULQJH�WKHLU�SDWHQWV�RU�RWKHU�LQWHOOHFWXDO�SURSHUW\�ULJKWV��ZH�PD\�EH�UHTXLUHG�WR
GHYRWH�VXEVWDQWLDO�UHVRXUFHV�WR�GHIHQG�DJDLQVW�VXFK�FODLPV��,I�ZH�DUH�XQVXFFHVVIXO�LQ�GHIHQGLQJ�DJDLQVW�VXFK�LQIULQJHPHQW�FODLPV��ZH
PD\�EH�UHTXLUHG�WR�SD\�GDPDJHV��PRGLI\�RXU�SURGXFWV�RU�VXVSHQG�WKH�SURGXFWLRQ�DQG�VDOH�RI�VXFK�SURGXFWV��:H�FDQQRW�JXDUDQWHH�WKDW
ZH�ZLOO�EH�DEOH�WR�PRGLI\�RXU�SURGXFWV�RQ�FRPPHUFLDOO\�UHDVRQDEOH�WHUPV�

$�GLVUXSWLRQ�LQ�WKH�VXSSO\�RI�XWLOLWLHV��ILUH�RU�RWKHU�FDODPLW\�DW�RXU�PDQXIDFWXULQJ�SODQW�ZRXOG�GLVUXSW�SURGXFWLRQ�RI�RXU�SURGXFWV
DQG�DGYHUVHO\�DIIHFW�RXU�VDOHV�

2XU�SURGXFWV�DUH�PDQXIDFWXUHG�DW�RXU�SURGXFWLRQ�IDFLOLWLHV�ORFDWHG�LQ�7DL¶DQ��6KDQGRQJ�3URYLQFH�DQG�*XL\DQJ��*XL]KRX�3URYLQFH�LQ
WKH� 35&��:KLOH� ZH� KDYH� QRW� LQ� WKH� SDVW� H[SHULHQFHG� DQ\� FDODPLWLHV� ZKLFK� GLVUXSWHG� SURGXFWLRQ�� DQ\� GLVUXSWLRQ� LQ� WKH� VXSSO\� RI
XWLOLWLHV��LQ�SDUWLFXODU��HOHFWULFLW\�RU�SRZHU�VXSSO\��RU�DQ\�RXWEUHDN�RI�ILUH��IORRG�RU�RWKHU�FDODPLW\�UHVXOWLQJ�LQ�VLJQLILFDQW�GDPDJH�DW�RXU
IDFLOLWLHV�ZRXOG�VHYHUHO\�DIIHFW�RXU�SURGXFWLRQ�DQG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI
RSHUDWLRQV�

:H�PDLQWDLQ� LQVXUDQFH�SROLFLHV�FRYHULQJ� ORVVHV�ZLWK� UHVSHFW� WR�GDPDJHV� WR�RXU�SURSHUWLHV�DQG�SURGXFWV��:H�GR�QRW�KDYH� LQVXUDQFH
FRYHUDJH� IRU� LQYHQWRULHV�RI� UDZ�PDWHULDOV�RU�EXVLQHVV� LQWHUUXSWLRQ��7KHUH� LV� QR� DVVXUDQFH� WKDW� RXU� LQVXUDQFH�ZRXOG�EH� VXIILFLHQW� WR
FRYHU�DOO�RI�RXU�SRWHQWLDO�ORVVHV�

7KHUH�DUH�DOOHJDWLRQV�RI�SDVW�FULPLQDO�FRQGXFW�DJDLQVW�FHUWDLQ�PHPEHUV�RI�RXU�%RDUG�RI�'LUHFWRUV�DQG�D�VLJQLILFDQW�HPSOR\HH��2XU
EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�LI�DQ\�RI�WKHVH�DOOHJDWLRQV�DUH�SURYHQ�WUXH�

2Q�-DQXDU\�����������FHUWDLQ�DOOHJDWLRQV�RI�IUDXG�DQG�FULPLQDO�DFWLYLW\�LQYROYLQJ�VPXJJOLQJ�DQG�UHODWHG�DFWLYLWLHV�DOOHJHGO\�HQJDJHG�LQ
SULRU�WR������E\�WKH�&(2�RI�WKH�&RPSDQ\¶V�SULPDU\�RSHUDWLQJ�VXEVLGLDU\��6KDQGRQJ�7DLEDQJ��DQG�E\�D�UHODWLYH�RI�RQH�RI�RXU�GLUHFWRUV
6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



VXUIDFHG� RQ� FHUWDLQ� ILQDQFLDO� ZHEVLWHV�� 2Q� -DQXDU\� ���� ������ LQ� UHVSRQVH� WR� WKHVH� DOOHJDWLRQV�� WKH� &RPSDQ\¶V� ERDUG� RI� GLUHFWRUV
HVWDEOLVKHG�D�VSHFLDO�LQGHSHQGHQW�VXEFRPPLWWHH�FRPSULVHG�RI�WKH�&RPSDQ\¶V�LQGHSHQGHQW�GLUHFWRUV��0U��6HDQ�6KDR�DQG�'U��7RQJ�-XQ
/LQ� �ZKR�ZHUH� ODWHU� MRLQHG� E\� QHZ� GLUHFWRU�'U��;LDQJPLQ�&XL��� RU� WKH� 6SHFLDO�&RPPLWWHH�� WR� LQYHVWLJDWH� WKH� DOOHJDWLRQV�ZLWK� WKH
DVVLVWDQFH�RI�D�UHSXWDEOH�LQWHUQDWLRQDO�ILUP��DQG�UHSRUW�LWV�ILQGLQJV�WR�WKH�ERDUG�RI�GLUHFWRUV�DV�VRRQ�DV�SUDFWLFDEOH��2Q�0DUFK���������
WKH�6SHFLDO�&RPPLWWHH�UHWDLQHG�2¶0HOYHQ\�	�0\HUV�//3��DQ�LQWHUQDWLRQDO�ODZ�ILUP��WR�DGYLVH�WKH�6SHFLDO�&RPPLWWHH�DQG�WR�DVVLVW�LQ
WKH�LQYHVWLJDWLRQ�RI�WKH�DOOHJDWLRQV��2Q�1RYHPEHU�����������WKH�6SHFLDO�&RPPLWWHH�UHSRUWHG�LWV�ILQGLQJV�WR�WKH�&RPSDQ\¶V�ERDUG�RI
GLUHFWRUV��D�VXPPDU\�RI�ZKLFK�WKH�&RPSDQ\�GLVFORVHG�LQ�D�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�ZLWK�WKH�&RPPLVVLRQ�RQ�'HFHPEHU���
������7KH�6SHFLDO�&RPPLWWHH�FRXOG�QRW�ILQG�VXSSRUW�IRU�D�PDMRULW\�RI�WKH�DOOHJDWLRQV��KRZHYHU��WKH�6SHFLDO�&RPPLWWHH�IRXQG�VXSSRUW
WKDW�0U��=H�4LQ�/LQ�� WKH�KXVEDQG�RI�RXU� IRUPHU�GLUHFWRU�0V��/LQ�/LQJ�/L��ZDV� LPSULVRQHG� LQ�&KLQD� LQ�FRQQHFWLRQ�ZLWK� VPXJJOLQJ
RIIHQVHV�� DQG� ZLWK� UHVSHFW� WR� WKH� DOOHJDWLRQ� WKDW� 0U�� 7XQJ� /DP�� WKH� &KLHI� ([HFXWLYH� 2IILFHU� RI� RQH� RI� RXU� SULPDU\� RSHUDWLQJ
VXEVLGLDULHV��6KDQGRQJ�7DLEDQJ��DQG�VSRXVH�RI�0UV��6LX�/LQJ�&KDQ��RXU�ERDUG�FKDLU��ZDV�SUHYLRXVO\�NQRZQ�DV�0U��/LQ�=LSLQJ�DQG�ZDV
LPSULVRQHG�IRU�VPXJJOLQJ�RIIHQVHV�LQ�&KLQD��WKH�6SHFLDO�&RPPLWWHH�IRXQG�HYLGHQFH�VXSSRUWLQJ�0U��/DP¶V�GHQLDO�RI�WKH�DOOHJDWLRQ��DV
ZHOO�DV�FRQIOLFWLQJ�HYLGHQFH�ZLWK�UHVSHFW�WR�WKLV�FODLP��$V�D�UHVXOW��WKH�6SHFLDO�&RPPLWWHH�FRQFOXGHG�WKDW�LW�FRXOG�QHLWKHU�FRQILUP�QRU
H[FOXGH� WKH� DOOHJDWLRQ� DJDLQVW� 0U�� /DP�� 7KH� ILQGLQJV� RI� WKH� 6SHFLDO� &RPPLWWHH� UHJDUGLQJ� 0U�� /LQ� DQG� LWV� LQDELOLW\� WR� UHDFK� D
FRQFOXVLRQ�UHJDUGLQJ�WKH�DOOHJDWLRQV�DJDLQVW�0U��/DP�PD\�PDNH�LQYHVWLQJ�LQ�RXU�&RPSDQ\�XQDWWUDFWLYH�WR�FHUWDLQ�LQYHVWRUV�DQG�PD\
FDXVH�H[LVWLQJ�LQYHVWRUV�WR�HQG�WKHLU�LQYHVWPHQW�LQ�WKH�&RPSDQ\��ZKLFK�PD\�FDXVH�RXU�VWRFN�SULFH�WR�GHFOLQH�

��
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,I�ZH�GR�QRW�PDLQWDLQ�VWURQJ�ILQDQFLDO�FRQWUROV��LQYHVWRU�FRQILGHQFH�LQ�XV�PD\�GHFOLQH�DQG�RXU�VWRFN�SULFH�PD\�GHFOLQH�DV�D�UHVXOW�

7KH�6(&�DV�UHTXLUHG�E\�6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�$FW�RI�������RU�62;������DGRSWHG�UXOHV�UHTXLULQJ�HYHU\�SXEOLF�FRPSDQ\
WR� LQFOXGH� D�PDQDJHPHQW� UHSRUW� RQ� VXFK� FRPSDQ\¶V� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ� LQ� LWV� DQQXDO� UHSRUW��ZKLFK�PXVW� DOVR
FRQWDLQ�PDQDJHPHQW¶V� DVVHVVPHQW� RI� WKH� HIIHFWLYHQHVV� RI� WKH� FRPSDQ\¶V� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ�� ,Q� DGGLWLRQ�� WKH
LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP�DXGLWLQJ�WKH�ILQDQFLDO�VWDWHPHQWV�PXVW�DOVR�DWWHVW�WR�WKH�RSHUDWLQJ�HIIHFWLYHQHVV�RI�WKH
FRPSDQ\¶V�LQWHUQDO�FRQWUROV�

$�UHSRUW�RI�RXU�PDQDJHPHQW�DQG�DWWHVWDWLRQ�E\�RXU�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP�LV�LQFOXGHG�XQGHU�,WHP��$�RI�WKLV
UHSRUW��2XU�PDQDJHPHQW�KDV�FRQFOXGHG�WKDW�WKDW�RXU�LQWHUQDO�FRQWUROV�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU����������ZHUH�HIIHFWLYH�
+RZHYHU��ILQDQFLDO�FRQWUROV�KDYH�EHFRPH�LQFUHDVLQJO\�FRPSOH[�GXH�WR�FRQVWDQW�HYROXWLRQ�LQ�DFFRXQWLQJ�VWDQGDUGV�DQG�SULQFLSOHV�DQG
FKDQJHV�LQ�GLVFORVXUH�UXOHV��)RU�H[DPSOH��ZH�LGHQWLILHG�PDWHULDO�ZHDNQHVVHV�UHODWHG�WR�UHYLHZ�FRQWUROV�RQ�WKH�DFFRXQWLQJ�IRU�LQFRPH
WD[HV� DQG� GHULYDWLYH� LQVWUXPHQW� YDOXDWLRQ� DV� GHVFULEHG� XQGHU� ,WHP� �$� RI� RXU� DQQXDO� UHSRUW� LQ� IRUP� ���.� IRU� ILVFDO� \HDU� HQGHG
'HFHPEHU�����������ZKLFK�ZHUH�VXEVHTXHQWO\�UHPHGLDWHG�LQ�RXU�ILVFDO�\HDU������DV�GHVFULEHG�XQGHU�,WHP��$�EHORZ��+RZHYHU��WKHUH�LV
QR� JXDUDQWHH� WKDW� WKHVH� UHPHGLHV� ZLOO� FRQWLQXH� WR� EH� HIIHFWLYH�� )DLOXUH� WR� DFKLHYH� DQG� PDLQWDLQ� DQ� HIIHFWLYH� LQWHUQDO� FRQWURO
HQYLURQPHQW�FRXOG�UHVXOW�LQ�XV�QRW�EHLQJ�DEOH�WR�DFFXUDWHO\�UHSRUW�RXU�ILQDQFLDO�UHVXOWV��SUHYHQW�RU�GHWHFW�IUDXG�RU�SURYLGH�WLPHO\�DQG
UHOLDEOH� ILQDQFLDO� DQG� RWKHU� LQIRUPDWLRQ� SXUVXDQW� WR� WKH� UHSRUWLQJ� REOLJDWLRQV� ZH� KDYH� DV� D� SXEOLF� FRPSDQ\�� ZKLFK� FRXOG� KDYH� D
PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV��7KLV�FRXOG�UHGXFH�LQYHVWRUV¶�FRQILGHQFH�LQ�RXU
UHSRUWHG�ILQDQFLDO�LQIRUPDWLRQ��ZKLFK�LQ�WXUQ�FRXOG�UHVXOW�LQ�ODZVXLWV�EHLQJ�ILOHG�DJDLQVW�XV�E\�RXU�VWRFNKROGHUV��RWKHUZLVH�KDUP�RXU
UHSXWDWLRQ�RU�QHJDWLYHO\�LPSDFW�WKH�WUDGLQJ�SULFH�RI�RXU�FRPPRQ�VWRFN�

5,6.6�5(/$7('�72�'2,1*�%86,1(66�,1�&+,1$

&KDQJHV�LQ�&KLQD¶V�SROLWLFDO�RU�HFRQRPLF�VLWXDWLRQ�FRXOG�KDUP�XV�DQG�RXU�RSHUDWLQJ�UHVXOWV�

(FRQRPLF�UHIRUPV�DGRSWHG�E\�WKH�&KLQHVH�JRYHUQPHQW�KDYH�KDG�D�SRVLWLYH�HIIHFW�RQ�WKH�HFRQRPLF�GHYHORSPHQW�RI�WKH�FRXQWU\��EXW�WKH
JRYHUQPHQW�FRXOG�FKDQJH�WKHVH�HFRQRPLF�UHIRUPV�RU�DQ\�RI� WKH�OHJDO�V\VWHPV�DW�DQ\�WLPH��7KLV�FRXOG�HLWKHU�EHQHILW�RU�GDPDJH�RXU
RSHUDWLRQV�DQG�SURILWDELOLW\��6RPH�RI�WKH�WKLQJV�WKDW�FRXOG�KDYH�WKLV�HIIHFW�DUH�

/HYHO�RI�JRYHUQPHQW�LQYROYHPHQW�LQ�WKH�HFRQRP\�x�
&RQWURO�RI�IRUHLJQ�H[FKDQJH�x�
0HWKRGV�RI�DOORFDWLQJ�UHVRXUFHV�x�
%DODQFH�RI�SD\PHQWV�SRVLWLRQ�x�
,QWHUQDWLRQDO�WUDGH�UHVWULFWLRQV��DQGx�
,QWHUQDWLRQDO�FRQIOLFW�x�

7KH�&KLQHVH�HFRQRP\�GLIIHUV� IURP� WKH�HFRQRPLHV�RI�PRVW� FRXQWULHV�EHORQJLQJ� WR� WKH�2UJDQL]DWLRQ� IRU�(FRQRPLF�&RRSHUDWLRQ�DQG
'HYHORSPHQW��RU�2(&'��LQ�PDQ\�ZD\V��)RU�H[DPSOH��VWDWH�RZQHG�HQWHUSULVHV�VWLOO�FRQVWLWXWH�D�ODUJH�SRUWLRQ�RI�WKH�&KLQHVH�HFRQRP\�
DQG� ZHDN� FRUSRUDWH� JRYHUQDQFH� DQG� WKH� ODFN� RI� D� IOH[LEOH� FXUUHQF\� H[FKDQJH� SROLF\� VWLOO� SUHYDLO� LQ� &KLQD��$V� D� UHVXOW� RI� WKHVH
GLIIHUHQFHV��ZH�PD\�QRW�GHYHORS�LQ�WKH�VDPH�ZD\�RU�DW�WKH�VDPH�UDWH�DV�PLJKW�EH�H[SHFWHG�LI�WKH�&KLQHVH�HFRQRP\�ZDV�VLPLODU�WR�WKRVH
RI�WKH�2(&'�PHPEHU�FRXQWULHV�

8QFHUWDLQWLHV�ZLWK�UHVSHFW�WR�WKH�35&�OHJDO�V\VWHP�FRXOG�OLPLW�WKH�OHJDO�SURWHFWLRQV�DYDLODEOH�WR�\RX�DQG�XV�

:H�FRQGXFW�VXEVWDQWLDOO\�DOO�RI�RXU�EXVLQHVV�WKURXJK�RXU�RSHUDWLQJ�VXEVLGLDULHV�LQ�WKH�35&��2XU�RSHUDWLQJ�VXEVLGLDULHV�DUH�JHQHUDOO\
VXEMHFW�WR�ODZV�DQG�UHJXODWLRQV�DSSOLFDEOH�WR�IRUHLJQ�LQYHVWPHQWV�LQ�&KLQD�DQG��LQ�SDUWLFXODU��ODZV�DSSOLFDEOH�WR�),(V��7KH�35&�OHJDO
V\VWHP�LV�EDVHG�RQ�ZULWWHQ�VWDWXWHV��DQG�SULRU�FRXUW�GHFLVLRQV�PD\�EH�FLWHG�IRU� UHIHUHQFH�EXW�KDYH� OLPLWHG�SUHFHGHQWLDO�YDOXH��6LQFH
������ D� VHULHV� RI� QHZ�35&� ODZV� DQG� UHJXODWLRQV� KDYH� VLJQLILFDQWO\� HQKDQFHG� WKH� SURWHFWLRQV� DIIRUGHG� WR� YDULRXV� IRUPV� RI� IRUHLJQ
LQYHVWPHQWV�LQ�&KLQD��+RZHYHU��VLQFH�WKH�35&�OHJDO�V\VWHP�FRQWLQXHV�WR�HYROYH�UDSLGO\��WKH�LQWHUSUHWDWLRQV�RI�PDQ\�ODZV��UHJXODWLRQV�
DQG�UXOHV�DUH�QRW�DOZD\V�XQLIRUP��DQG�HQIRUFHPHQW�RI�WKHVH�ODZV��UHJXODWLRQV��DQG�UXOHV�LQYROYH�XQFHUWDLQWLHV��ZKLFK�PD\�OLPLW�OHJDO
SURWHFWLRQV�DYDLODEOH�WR�\RX�DQG�XV��,Q�DGGLWLRQ��DQ\�OLWLJDWLRQ�LQ�&KLQD�PD\�EH�SURWUDFWHG�DQG�UHVXOW�LQ�VXEVWDQWLDO�FRVWV�DQG�GLYHUVLRQ
RI�UHVRXUFHV�DQG�PDQDJHPHQW�DWWHQWLRQ��,Q�DGGLWLRQ��PRVW�RI�RXU�H[HFXWLYH�RIILFHUV�DQG�GLUHFWRUV�DUH�UHVLGHQWV�RI�&KLQD�DQG�QRW�RI�WKH
8QLWHG�6WDWHV��DQG�VXEVWDQWLDOO\�DOO�WKH�DVVHWV�RI�WKHVH�SHUVRQV�DUH�ORFDWHG�RXWVLGH�WKH�8QLWHG�6WDWHV��$V�D�UHVXOW��LW�FRXOG�EH�GLIILFXOW�IRU
LQYHVWRUV�WR�DIIHFW�VHUYLFH�RI�SURFHVV�LQ�WKH�8QLWHG�6WDWHV�RU�WR�HQIRUFH�D�MXGJPHQW�REWDLQHG�LQ�WKH�8QLWHG�6WDWHV�DJDLQVW�RXU�&KLQHVH
RSHUDWLRQV�DQG�VXEVLGLDU\�
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<RX�PD\�KDYH�GLIILFXOW\�HQIRUFLQJ�MXGJPHQWV�DJDLQVW�XV�

0RVW�RI�RXU�DVVHWV�DUH�ORFDWHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�DQG�PRVW�RI�RXU�FXUUHQW�RSHUDWLRQV�DUH�FRQGXFWHG�LQ�WKH�35&��,Q�DGGLWLRQ�
PRVW�RI�RXU�GLUHFWRUV�DQG�RIILFHUV�DUH�QDWLRQDOV�DQG�UHVLGHQWV�RI�FRXQWULHV�RWKHU� WKDQ� WKH�8QLWHG�6WDWHV��$�VXEVWDQWLDO�SRUWLRQ�RI� WKH
DVVHWV�RI�WKHVH�SHUVRQV�LV�ORFDWHG�RXWVLGH�WKH�8QLWHG�6WDWHV��$V�D�UHVXOW��LW�PD\�EH�GLIILFXOW�IRU�\RX�WR�HIIHFW�VHUYLFH�RI�SURFHVV�ZLWKLQ
WKH� 8QLWHG� 6WDWHV� XSRQ� WKHVH� SHUVRQV�� ,W� PD\� DOVR� EH� GLIILFXOW� IRU� \RX� WR� HQIRUFH� LQ� 8�6�� FRXUWV� MXGJPHQWV� RQ� WKH� FLYLO� OLDELOLW\
SURYLVLRQV�RI�WKH�8�6��IHGHUDO�VHFXULWLHV�ODZV�DJDLQVW�XV�DQG�RXU�RIILFHUV�DQG�GLUHFWRUV��PRVW�RI�ZKRP�DUH�QRW�UHVLGHQWV�LQ�WKH�8QLWHG
6WDWHV� DQG� WKH� VXEVWDQWLDO�PDMRULW\� RI�ZKRVH� DVVHWV� DUH� ORFDWHG� RXWVLGH� RI� WKH�8QLWHG�6WDWHV�� ,Q� DGGLWLRQ�� WKHUH� LV� XQFHUWDLQW\� DV� WR
ZKHWKHU�WKH�FRXUWV�RI�WKH�35&�ZRXOG�UHFRJQL]H�RU�HQIRUFH�MXGJPHQWV�RI�8�6��FRXUWV��2XU�FRXQVHO�DV�WR�35&�ODZ�KDV�DGYLVHG�XV�WKDW
WKH�UHFRJQLWLRQ�DQG�HQIRUFHPHQW�RI�IRUHLJQ�MXGJPHQWV�DUH�SURYLGHG�IRU�XQGHU� WKH�35&�&LYLO�3URFHGXUHV�/DZ��&RXUWV� LQ�&KLQD�PD\
UHFRJQL]H� DQG� HQIRUFH� IRUHLJQ� MXGJPHQWV� LQ� DFFRUGDQFH�ZLWK� WKH� UHTXLUHPHQWV� RI� WKH�35&�&LYLO� 3URFHGXUHV�/DZ�EDVHG�RQ� WUHDWLHV
EHWZHHQ�&KLQD�DQG�WKH�FRXQWU\�ZKHUH�WKH�MXGJPHQW�LV�PDGH�RU�RQ�UHFLSURFLW\�EHWZHHQ�MXULVGLFWLRQV��&KLQD�GRHV�QRW�KDYH�DQ\�WUHDWLHV
RU�RWKHU� DUUDQJHPHQWV� WKDW� SURYLGH� IRU� WKH� UHFLSURFDO� UHFRJQLWLRQ� DQG� HQIRUFHPHQW�RI� IRUHLJQ� MXGJPHQWV�ZLWK� WKH�8QLWHG�6WDWHV�� ,Q
DGGLWLRQ��DFFRUGLQJ�WR�WKH�35&�&LYLO�3URFHGXUHV�/DZ��FRXUWV�LQ�WKH�35&�ZLOO�QRW�HQIRUFH�D�IRUHLJQ�MXGJPHQW�DJDLQVW�XV�RU�RXU�GLUHFWRUV
DQG� RIILFHUV� LI� WKH\� GHFLGH� WKDW� WKH� MXGJPHQW� YLRODWHV� EDVLF� SULQFLSOHV� RI� 35&� ODZ� RU� QDWLRQDO� VRYHUHLJQW\�� VHFXULW\�� RU� WKH� SXEOLF
LQWHUHVW��6R�LW�LV�XQFHUWDLQ�ZKHWKHU�D�35&�FRXUW�ZRXOG�HQIRUFH�D�MXGJPHQW�UHQGHUHG�E\�D�FRXUW�LQ�WKH�8QLWHG�6WDWHV�

7KH�35&�JRYHUQPHQW�H[HUWV�VXEVWDQWLDO�LQIOXHQFH�RYHU�WKH�PDQQHU�LQ�ZKLFK�ZH�PXVW�FRQGXFW�RXU�EXVLQHVV�DFWLYLWLHV�

7KH�35&�JRYHUQPHQW�KDV�H[HUFLVHG�DQG�FRQWLQXHV�WR�H[HUFLVH�VXEVWDQWLDO�FRQWURO�RYHU�YLUWXDOO\�HYHU\�VHFWRU�RI�WKH�&KLQHVH�HFRQRP\
WKURXJK� UHJXODWLRQ� DQG� VWDWH� RZQHUVKLS�� 2XU� DELOLW\� WR� RSHUDWH� LQ� &KLQD� PD\� EH� KDUPHG� E\� FKDQJHV� LQ� LWV� ODZV� DQG� UHJXODWLRQV�
LQFOXGLQJ�WKRVH�UHODWLQJ�WR�WD[DWLRQ��LPSRUW�DQG�H[SRUW�WDULIIV��HQYLURQPHQWDO�UHJXODWLRQV��ODQG�XVH�ULJKWV��SURSHUW\��DQG�RWKHU�PDWWHUV�
:H�EHOLHYH�WKDW�RXU�RSHUDWLRQV�LQ�&KLQD�DUH�LQ�PDWHULDO�FRPSOLDQFH�ZLWK�DOO�DSSOLFDEOH�OHJDO�DQG�UHJXODWRU\�UHTXLUHPHQWV��+RZHYHU�
WKH�FHQWUDO�RU� ORFDO�JRYHUQPHQWV�RI� WKH� MXULVGLFWLRQV� LQ�ZKLFK�ZH�RSHUDWH�PD\�LPSRVH�QHZ��VWULFWHU� UHJXODWLRQV�RU� LQWHUSUHWDWLRQV�RI
H[LVWLQJ�UHJXODWLRQV�WKDW�ZRXOG�UHTXLUH�DGGLWLRQDO�H[SHQGLWXUHV�DQG�HIIRUWV�RQ�RXU�SDUW�WR�HQVXUH�RXU�FRPSOLDQFH�ZLWK�VXFK�UHJXODWLRQV
RU�LQWHUSUHWDWLRQV�

$FFRUGLQJO\�� JRYHUQPHQW� DFWLRQV� LQ� WKH� IXWXUH�� LQFOXGLQJ� DQ\� GHFLVLRQ� QRW� WR� FRQWLQXH� WR� VXSSRUW� UHFHQW� HFRQRPLF� UHIRUPV� DQG� WR
UHWXUQ�WR�D�PRUH�FHQWUDOO\�SODQQHG�HFRQRP\�RU�UHJLRQDO�RU�ORFDO�YDULDWLRQV�LQ�WKH�LPSOHPHQWDWLRQ�RI�HFRQRPLF�SROLFLHV��FRXOG�KDYH�D
VLJQLILFDQW�HIIHFW�RQ�HFRQRPLF�FRQGLWLRQV�LQ�&KLQD�RU�SDUWLFXODU�UHJLRQV�WKHUHRI�DQG�FRXOG�UHTXLUH�XV�WR�GLYHVW�RXUVHOYHV�RI�DQ\�LQWHUHVW
ZH�WKHQ�KROG�LQ�&KLQHVH�SURSHUWLHV�RU�MRLQW�YHQWXUHV�

)XWXUH�LQIODWLRQ�LQ�&KLQD�PD\�LQKLELW�RXU�DELOLW\�WR�FRQGXFW�EXVLQHVV�LQ�&KLQD�

,Q�UHFHQW�\HDUV��WKH�&KLQHVH�HFRQRP\�KDV�H[SHULHQFHG�SHULRGV�RI�UDSLG�H[SDQVLRQ�DQG�KLJKO\�IOXFWXDWLQJ�UDWHV�RI�LQIODWLRQ��'XULQJ�WKH
SDVW�WHQ�\HDUV��WKH�UDWH�RI�LQIODWLRQ�LQ�&KLQD�KDV�EHHQ�DV�KLJK�DV������DQG�DV�ORZ�DV���������7KHVH�IDFWRUV�KDYH�OHG�WR�WKH�DGRSWLRQ�E\
WKH�&KLQHVH�JRYHUQPHQW��IURP�WLPH�WR� WLPH��RI�YDULRXV�FRUUHFWLYH�PHDVXUHV�GHVLJQHG�WR�UHVWULFW� WKH�DYDLODELOLW\�RI�FUHGLW�RU�UHJXODWH
JURZWK� DQG� FRQWDLQ� LQIODWLRQ��+LJK� LQIODWLRQ�PD\� LQ� WKH� IXWXUH� FDXVH� WKH�&KLQHVH� JRYHUQPHQW� WR� LPSRVH� FRQWUROV� RQ� FUHGLW� DQG�RU
SULFHV��RU�WR�WDNH�RWKHU�DFWLRQ��ZKLFK�FRXOG�LQKLELW�HFRQRPLF�DFWLYLW\�LQ�&KLQD��DQG�WKHUHE\�KDUP�WKH�PDUNHW�IRU�RXU�SURGXFWV�DQG�RXU
FRPSDQ\�

5HVWULFWLRQV�RQ�FXUUHQF\�H[FKDQJH�PD\�OLPLW�RXU�DELOLW\�WR�UHFHLYH�DQG�XVH�RXU�VDOHV�HIIHFWLYHO\�

7KH�PDMRULW\� RI� RXU� VDOHV�ZLOO� EH� VHWWOHG� LQ�50%�� DQG� DQ\� IXWXUH� UHVWULFWLRQV� RQ� FXUUHQF\� H[FKDQJHV�PD\� OLPLW� RXU� DELOLW\� WR� XVH
UHYHQXH� JHQHUDWHG� LQ� 50%� WR� IXQG� DQ\� IXWXUH� EXVLQHVV� DFWLYLWLHV� RXWVLGH� &KLQD� RU� RWKHU� SD\PHQWV� LQ� 8�6�� GROODUV��$OWKRXJK� WKH
&KLQHVH� JRYHUQPHQW� LQWURGXFHG� UHJXODWLRQV� LQ� ����� WR� DOORZ� JUHDWHU� FRQYHUWLELOLW\� RI� WKH� 50%� IRU� FXUUHQW� DFFRXQW� WUDQVDFWLRQV�
VLJQLILFDQW�UHVWULFWLRQV�VWLOO� UHPDLQ�� LQFOXGLQJ�SULPDULO\� WKH�UHVWULFWLRQ� WKDW�),(V�PD\�RQO\�EX\��VHOO�RU� UHPLW� IRUHLJQ�FXUUHQFLHV�DIWHU
SURYLGLQJ� YDOLG� FRPPHUFLDO� GRFXPHQWV�� DW� WKRVH� EDQNV� LQ� &KLQD� DXWKRUL]HG� WR� FRQGXFW� IRUHLJQ� H[FKDQJH� EXVLQHVV�� ,Q� DGGLWLRQ�
FRQYHUVLRQ�RI�50%�IRU�FDSLWDO�DFFRXQW�LWHPV��LQFOXGLQJ�GLUHFW�LQYHVWPHQW�DQG�ORDQV��LV�VXEMHFW�WR�JRYHUQPHQWDO�DSSURYDO�LQ�&KLQD��DQG
FRPSDQLHV�DUH�UHTXLUHG�WR�RSHQ�DQG�PDLQWDLQ�VHSDUDWH�IRUHLJQ�H[FKDQJH�DFFRXQWV�IRU�FDSLWDO�DFFRXQW�LWHPV��:H�FDQQRW�EH�FHUWDLQ�WKDW
WKH�&KLQHVH�UHJXODWRU\�DXWKRULWLHV�ZLOO�QRW�LPSRVH�PRUH�VWULQJHQW�UHVWULFWLRQV�RQ�WKH�FRQYHUWLELOLW\�RI�WKH�50%�

)OXFWXDWLRQV�LQ�H[FKDQJH�UDWHV�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�DQG�WKH�YDOXH�RI�RXU�VHFXULWLHV�

7KH� YDOXH� RI� RXU� FRPPRQ� VWRFN� ZLOO� EH� LQGLUHFWO\� DIIHFWHG� E\� WKH� IRUHLJQ� H[FKDQJH� UDWH� EHWZHHQ� WKH� 8�6�� GROODU� DQG� 50%� DQG
EHWZHHQ�WKRVH�FXUUHQFLHV�DQG�RWKHU�FXUUHQFLHV�LQ�ZKLFK�RXU�VDOHV�PD\�EH�GHQRPLQDWHG��$SSUHFLDWLRQ�RU�GHSUHFLDWLRQ�LQ�WKH�YDOXH�RI�WKH
50%�UHODWLYH�WR�WKH�8�6��GROODU�ZRXOG�DIIHFW�RXU�ILQDQFLDO�UHVXOWV�UHSRUWHG�LQ�8�6��GROODU�WHUPV�ZLWKRXW�JLYLQJ�HIIHFW�WR�DQ\�XQGHUO\LQJ
FKDQJH�LQ�RXU�EXVLQHVV�RU�UHVXOWV�RI�RSHUDWLRQV��)OXFWXDWLRQV�LQ�WKH�H[FKDQJH�UDWH�ZLOO�DOVR�DIIHFW�WKH�UHODWLYH�YDOXH�RI�DQ\�GLYLGHQG�ZH
LVVXH�WKDW�ZLOO�EH�H[FKDQJHG�LQWR�8�6��GROODUV��DV�ZHOO�DV�HDUQLQJV�IURP��DQG�WKH�YDOXH�RI��DQ\�8�6��GROODU�GHQRPLQDWHG�LQYHVWPHQWV�ZH
PDNH�LQ�WKH�IXWXUH�
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6LQFH�-XO\�������WKH�50%�KDV�QR�ORQJHU�EHHQ�SHJJHG�WR�WKH�8�6��GROODU��$OWKRXJK�WKH�3HRSOH¶V�%DQN�RI�&KLQD�UHJXODUO\�LQWHUYHQHV�LQ
WKH�IRUHLJQ�H[FKDQJH�PDUNHW�WR�SUHYHQW�VLJQLILFDQW�VKRUW�WHUP�IOXFWXDWLRQV�LQ�WKH�H[FKDQJH�UDWH��WKH�50%�PD\�DSSUHFLDWH�RU�GHSUHFLDWH
VLJQLILFDQWO\�LQ�YDOXH�DJDLQVW�WKH�8�6��GROODU�LQ�WKH�PHGLXP�WR�ORQJ�WHUP��0RUHRYHU��LW�LV�SRVVLEOH�WKDW�LQ�WKH�IXWXUH�35&�DXWKRULWLHV
PD\�OLIW�UHVWULFWLRQV�RQ�IOXFWXDWLRQV�LQ�WKH�50%�H[FKDQJH�UDWH�DQG�OHVVHQ�LQWHUYHQWLRQ�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�

9HU\�OLPLWHG�KHGJLQJ�WUDQVDFWLRQV�DUH�DYDLODEOH�LQ�&KLQD�WR�UHGXFH�RXU�H[SRVXUH�WR�H[FKDQJH�UDWH�IOXFWXDWLRQV��7R�GDWH��ZH�KDYH�QRW
HQWHUHG�LQWR�DQ\�KHGJLQJ�WUDQVDFWLRQV��:KLOH�ZH�PD\�HQWHU�LQWR�KHGJLQJ�WUDQVDFWLRQV�LQ�WKH�IXWXUH��WKH�DYDLODELOLW\�DQG�HIIHFWLYHQHVV�RI
WKHVH�WUDQVDFWLRQV�PD\�EH�OLPLWHG��DQG�ZH�PD\�QRW�EH�DEOH�WR�VXFFHVVIXOO\�KHGJH�RXU�H[SRVXUH�DW�DOO��,Q�DGGLWLRQ��RXU�IRUHLJQ�FXUUHQF\
H[FKDQJH� ORVVHV� PD\� EH� PDJQLILHG� E\� 35&� H[FKDQJH� FRQWURO� UHJXODWLRQV� WKDW� UHVWULFW� RXU� DELOLW\� WR� FRQYHUW� 50%� LQWR� IRUHLJQ
FXUUHQFLHV�

&XUUHQWO\��VRPH�RI�RXU�UDZ�PDWHULDOV�DQG�PDMRU�HTXLSPHQW�DUH�LPSRUWHG��,Q�WKH�HYHQW�WKDW�WKH�8�6��GROODUV�DSSUHFLDWH�DJDLQVW�50%�
RXU�FRVWV�ZLOO�LQFUHDVH��,I�ZH�FDQQRW�SDVV�WKH�UHVXOWLQJ�FRVW�LQFUHDVHV�RQ�WR�RXU�FXVWRPHUV��RXU�SURILWDELOLW\�DQG�RSHUDWLQJ�UHVXOWV�ZLOO
VXIIHU�� ,Q� DGGLWLRQ�� LI� RXU� VDOHV� WR� LQWHUQDWLRQDO� FXVWRPHUV� JURZ�� ZH� ZLOO� EH� LQFUHDVLQJO\� VXEMHFW� WR� WKH� ULVN� RI� IRUHLJQ� FXUUHQF\
GHSUHFLDWLRQ�

5HVWULFWLRQV� XQGHU� 35&� ODZ� RQ� RXU� 35&� VXEVLGLDULHV¶� DELOLW\� WR� PDNH� GLYLGHQGV� DQG� RWKHU� GLVWULEXWLRQV� FRXOG� PDWHULDOO\� DQG
DGYHUVHO\�DIIHFW�RXU�DELOLW\� WR�JURZ��PDNH�LQYHVWPHQWV�RU�DFTXLVLWLRQV� WKDW�FRXOG�EHQHILW�RXU�EXVLQHVV��SD\�GLYLGHQGV�WR�\RX��DQG
RWKHUZLVH�IXQG�DQG�FRQGXFW�RXU�EXVLQHVV�

6XEVWDQWLDOO\�DOO�RI�RXU�VDOHV�DUH�HDUQHG�E\�RXU�35&�VXEVLGLDULHV��+RZHYHU��35&�UHJXODWLRQV�UHVWULFW�WKH�DELOLW\�RI�RXU�35&�VXEVLGLDULHV
WR�PDNH�GLYLGHQGV�DQG�RWKHU�SD\PHQWV�WR�WKHLU�RIIVKRUH�SDUHQW�FRPSDQLHV��35&�OHJDO�UHVWULFWLRQV�SHUPLW�SD\PHQWV�RI�GLYLGHQGV�E\�RXU
35&�VXEVLGLDULHV�RQO\�RXW�RI�WKHLU�DFFXPXODWHG�DIWHU�WD[�SURILWV��LI�DQ\��GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�35&�DFFRXQWLQJ�VWDQGDUGV�DQG
UHJXODWLRQV��2XU�35&�VXEVLGLDULHV�DUH�DOVR�UHTXLUHG�XQGHU�35&�ODZV�DQG�UHJXODWLRQV�WR�DOORFDWH�DW�OHDVW�����RI�WKHLU�DQQXDO�DIWHU�WD[
SURILWV�GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�35&�*$$3�WR�D�VWDWXWRU\�JHQHUDO�UHVHUYH�IXQG�XQWLO�WKH�DPRXQWV�LQ�VDLG�IXQG�UHDFKHV�����RI
WKHLU�UHJLVWHUHG�FDSLWDO��$OORFDWLRQV�WR�WKHVH�VWDWXWRU\�UHVHUYH�IXQGV�FDQ�RQO\�EH�XVHG�IRU�VSHFLILF�SXUSRVHV�DQG�DUH�QRW�WUDQVIHUDEOH�WR
XV� LQ� WKH�IRUP�RI� ORDQV��DGYDQFHV��RU�FDVK�GLYLGHQGV��$Q\� OLPLWDWLRQV�RQ� WKH�DELOLW\�RI�RXU�35&�VXEVLGLDULHV� WR� WUDQVIHU� IXQGV� WR�XV
FRXOG�PDWHULDOO\�DQG�DGYHUVHO\�OLPLW�RXU�DELOLW\�WR�JURZ��PDNH�LQYHVWPHQWV�RU�DFTXLVLWLRQV�WKDW�FRXOG�EH�EHQHILFLDO�WR�RXU�EXVLQHVV��SD\
GLYLGHQGV�DQG�RWKHUZLVH�IXQG�DQG�FRQGXFW�RXU�EXVLQHVV�

)DLOXUH�WR�FRPSO\�ZLWK�35&�UHJXODWLRQV�UHODWLQJ�WR�WKH�HVWDEOLVKPHQW�RI�RIIVKRUH�VSHFLDO�SXUSRVH�FRPSDQLHV�E\�35&�UHVLGHQWV�PD\
VXEMHFW�RXU�35&�UHVLGHQW�VWRFNKROGHUV�WR�SHUVRQDO�OLDELOLW\��OLPLW�RXU�DELOLW\�WR�DFTXLUH�35&�FRPSDQLHV�RU�WR�LQMHFW�FDSLWDO�LQWR�RXU
35&�VXEVLGLDULHV��OLPLW�RXU�35&�VXEVLGLDULHV¶�DELOLW\�WR�GLVWULEXWH�SURILWV�WR�XV�RU�RWKHUZLVH�PDWHULDOO\�DGYHUVHO\�DIIHFW�XV�

,Q�2FWREHU�������6$)(�LVVXHG�WKH�1RWLFH�RQ�5HOHYDQW�,VVXHV�LQ�WKH�)RUHLJQ�([FKDQJH�&RQWURO�RYHU�)LQDQFLQJ�DQG�5HWXUQ�,QYHVWPHQW
7KURXJK�6SHFLDO�3XUSRVH�&RPSDQLHV�E\�5HVLGHQWV�,QVLGH�&KLQD��JHQHUDOO\�UHIHUUHG�WR�DV�&LUFXODU�����ZKLFK�UHTXLUHG�35&�UHVLGHQWV�WR
UHJLVWHU�ZLWK�WKH�FRPSHWHQW�ORFDO�6$)(�EUDQFK�EHIRUH�HVWDEOLVKLQJ�RU�DFTXLULQJ�FRQWURO�RYHU�DQ�RIIVKRUH�VSHFLDO�SXUSRVH�FRPSDQ\��RU
639��IRU�WKH�SXUSRVH�RI�HQJDJLQJ�LQ�DQ�HTXLW\�ILQDQFLQJ�RXWVLGH�RI�&KLQD�RQ�WKH�VWUHQJWK�RI�GRPHVWLF�35&�DVVHWV�RULJLQDOO\�KHOG�E\
WKRVH� UHVLGHQWV��$PHQGPHQWV� WR� UHJLVWUDWLRQV�PDGH� XQGHU�&LUFXODU� ��� DUH� UHTXLUHG� LQ� FRQQHFWLRQ�ZLWK� DQ\� LQFUHDVH� RU� GHFUHDVH� RI
FDSLWDO�� WUDQVIHU� RI� VKDUHV��PHUJHUV� DQG� DFTXLVLWLRQV�� HTXLW\� LQYHVWPHQW� RU� FUHDWLRQ� RI� DQ\� VHFXULW\� LQWHUHVW� LQ� DQ\� DVVHWV� ORFDWHG� LQ
&KLQD�WR�JXDUDQWHH�RIIVKRUH�REOLJDWLRQV��,Q�WKH�FDVH�RI�DQ�639�ZKLFK�ZDV�HVWDEOLVKHG��DQG�ZKLFK�DFTXLUHG�D�UHODWHG�GRPHVWLF�FRPSDQ\
RU� DVVHWV�� EHIRUH� WKH� LPSOHPHQWDWLRQ� GDWH� RI�&LUFXODU� ���� D� UHWURDFWLYH�6$)(� UHJLVWUDWLRQ�ZDV� UHTXLUHG�)DLOXUH� WR� FRPSO\�ZLWK� WKH
UHTXLUHPHQWV� RI� &LUFXODU� ��� PD\� UHVXOW� LQ� ILQHV� DQG� RWKHU� SHQDOWLHV� XQGHU� 35&� ODZV� IRU� HYDVLRQ� RI� DSSOLFDEOH� IRUHLJQ� H[FKDQJH
UHVWULFWLRQV��$Q\�VXFK�IDLOXUH�FRXOG�DOVR�UHVXOW�LQ�WKH�639¶V�DIILOLDWHV�EHLQJ�LPSHGHG�RU�SUHYHQWHG�IURP�GLVWULEXWLQJ�WKHLU�SURILWV�DQG
WKH�SURFHHGV�IURP�DQ\�UHGXFWLRQ�LQ�FDSLWDO��VKDUH�WUDQVIHU�RU�OLTXLGDWLRQ�WR�WKH�639��RU�IURP�HQJDJLQJ�LQ�RWKHU�WUDQVIHUV�RI�IXQGV�LQWR�RU
RXW�RI�&KLQD�

:H�KDYH�DVNHG�RXU�VWRFNKROGHUV�ZKR�DUH�35&�UHVLGHQWV�DV�GHILQHG� LQ�&LUFXODU���� WR� UHJLVWHU�ZLWK� WKH�UHOHYDQW�EUDQFK�RI�6$)(��DV
FXUUHQWO\� UHTXLUHG�� LQ� FRQQHFWLRQ�ZLWK� WKHLU� HTXLW\� LQWHUHVWV� LQ� XV� DQG� RXU� DFTXLVLWLRQV� RI� HTXLW\� LQWHUHVWV� LQ� RXU� 35&� VXEVLGLDULHV�
+RZHYHU��ZH�FDQQRW�SURYLGH�DQ\�DVVXUDQFHV� WKDW� WKH\�FDQ�REWDLQ� WKH�DERYH�6$)(�UHJLVWUDWLRQV� UHTXLUHG�E\�&LUFXODU�����0RUHRYHU�
EHFDXVH�RI�XQFHUWDLQW\�RYHU�KRZ�&LUFXODU����ZLOO�EH�LQWHUSUHWHG�DQG�LPSOHPHQWHG��DQG�KRZ�RU�ZKHWKHU�6$)(�ZLOO�DSSO\�LW�WR�XV��ZH
FDQQRW� SUHGLFW� KRZ� LW� ZLOO� DIIHFW� RXU� EXVLQHVV� RSHUDWLRQV� RU� IXWXUH� VWUDWHJLHV�� )RU� H[DPSOH�� RXU� SUHVHQW� DQG� SURVSHFWLYH� 35&
VXEVLGLDULHV¶� DELOLW\� WR� FRQGXFW� IRUHLJQ� H[FKDQJH� DFWLYLWLHV�� VXFK� DV� WKH� UHPLWWDQFH� RI� GLYLGHQGV� DQG� IRUHLJQ� FXUUHQF\�GHQRPLQDWHG
ERUURZLQJV��PD\�EH�VXEMHFW�WR�FRPSOLDQFH�ZLWK�&LUFXODU����E\�RXU�35&�UHVLGHQW�EHQHILFLDO�KROGHUV�

,Q�DGGLWLRQ��VXFK�35&�UHVLGHQWV�PD\�QRW�DOZD\V�EH�DEOH�WR�FRPSOHWH�WKH�QHFHVVDU\�UHJLVWUDWLRQ�SURFHGXUHV�UHTXLUHG�E\�&LUFXODU�����:H
DOVR� KDYH� OLWWOH� FRQWURO� RYHU� HLWKHU� RXU� SUHVHQW� RU� SURVSHFWLYH� GLUHFW� RU� LQGLUHFW� VWRFNKROGHUV� RU� WKH� RXWFRPH� RI� VXFK� UHJLVWUDWLRQ
SURFHGXUHV��$�IDLOXUH�E\�RXU�35&�UHVLGHQW�EHQHILFLDO�KROGHUV�RU�IXWXUH�35&�UHVLGHQW�VWRFNKROGHUV�WR�FRPSO\�ZLWK�&LUFXODU�����LI�6$)(
UHTXLUHV� LW�� FRXOG� VXEMHFW� WKHVH� 35&� UHVLGHQW� EHQHILFLDO� KROGHUV� WR� ILQHV� RU� OHJDO� VDQFWLRQV�� UHVWULFW� RXU� RYHUVHDV� RU� FURVV�ERUGHU
LQYHVWPHQW�DFWLYLWLHV�� OLPLW�RXU�VXEVLGLDULHV¶�DELOLW\� WR�PDNH�GLVWULEXWLRQV�RU�SD\�GLYLGHQGV�RU�DIIHFW�RXU�RZQHUVKLS�VWUXFWXUH��ZKLFK
FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�DQG�SURVSHFWV�
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:H�PD\�EH�XQDEOH�WR�FRPSOHWH�D�EXVLQHVV�FRPELQDWLRQ�WUDQVDFWLRQ�HIILFLHQWO\�RU�RQ�IDYRUDEOH�WHUPV�GXH�WR�FRPSOLFDWHG�PHUJHU�DQG
DFTXLVLWLRQ�UHJXODWLRQV�ZKLFK�EHFDPH�HIIHFWLYH�RQ�6HSWHPEHU���������

2Q�$XJXVW����������VL[�35&�UHJXODWRU\�DJHQFLHV��LQFOXGLQJ�WKH�&KLQD�6HFXULWLHV�5HJXODWRU\�&RPPLVVLRQ��RU�&65&��SURPXOJDWHG�WKH
5HJXODWLRQ�RQ�0HUJHUV�DQG�$FTXLVLWLRQV�RI�'RPHVWLF�&RPSDQLHV�E\�)RUHLJQ�,QYHVWRUV��ZKLFK�EHFDPH�HIIHFWLYH�RQ�6HSWHPEHU���������
7KLV�QHZ�UHJXODWLRQ��DPRQJ�RWKHU�WKLQJV��JRYHUQV�WKH�DSSURYDO�SURFHVV�E\�ZKLFK�D�35&�FRPSDQ\�PD\�SDUWLFLSDWH�LQ�DQ�DFTXLVLWLRQ�RI
DVVHWV�RU�HTXLW\� LQWHUHVWV��'HSHQGLQJ�RQ� WKH�VWUXFWXUH�RI� WKH� WUDQVDFWLRQ�� WKH�QHZ�UHJXODWLRQ�ZLOO� UHTXLUH� WKH�35&�SDUWLHV� WR�PDNH�D
VHULHV� RI� DSSOLFDWLRQV� DQG� VXSSOHPHQWDO� DSSOLFDWLRQV� WR� WKH� JRYHUQPHQW� DJHQFLHV�� ,Q� VRPH� LQVWDQFHV�� WKH� DSSOLFDWLRQ� SURFHVV� PD\
UHTXLUH�WKH�SUHVHQWDWLRQ�RI�HFRQRPLF�GDWD�FRQFHUQLQJ�D�WUDQVDFWLRQ��LQFOXGLQJ�DSSUDLVDOV�RI�WKH�WDUJHW�EXVLQHVV�DQG�HYDOXDWLRQV�RI�WKH
DFTXLUHU��ZKLFK�DUH�GHVLJQHG�WR�DOORZ�WKH�JRYHUQPHQW�WR�DVVHVV�WKH�WUDQVDFWLRQ��*RYHUQPHQW�DSSURYDOV�ZLOO�KDYH�H[SLUDWLRQ�GDWHV�E\
ZKLFK�D�WUDQVDFWLRQ�PXVW�EH�FRPSOHWHG�DQG�UHSRUWHG�WR�WKH�JRYHUQPHQW�DJHQFLHV��&RPSOLDQFH�ZLWK�WKH�QHZ�UHJXODWLRQV�LV�OLNHO\�WR�EH
PRUH� WLPH�FRQVXPLQJ�DQG�H[SHQVLYH� WKDQ�LQ� WKH�SDVW�DQG�WKH�JRYHUQPHQW�FDQ�QRZ�H[HUW�PRUH�FRQWURO�RYHU� WKH�FRPELQDWLRQ�RI� WZR
EXVLQHVVHV�� $FFRUGLQJO\�� GXH� WR� WKH� QHZ� UHJXODWLRQ�� RXU� DELOLW\� WR� HQJDJH� LQ� EXVLQHVV� FRPELQDWLRQ� WUDQVDFWLRQV� KDV� EHFRPH
VLJQLILFDQWO\�PRUH�FRPSOLFDWHG��WLPH�FRQVXPLQJ�DQG�H[SHQVLYH��DQG�ZH�PD\�QRW�EH�DEOH�WR�QHJRWLDWH�D�WUDQVDFWLRQ�WKDW�LV�DFFHSWDEOH�WR
RXU�VWRFNKROGHUV�RU�VXIILFLHQWO\�SURWHFW�WKHLU�LQWHUHVWV�LQ�D�WUDQVDFWLRQ�

7KH�QHZ�UHJXODWLRQ�DOORZV�35&�JRYHUQPHQW�DJHQFLHV�WR�DVVHVV�WKH�HFRQRPLF�WHUPV�RI�D�EXVLQHVV�FRPELQDWLRQ�WUDQVDFWLRQ��3DUWLHV�WR�D
EXVLQHVV� FRPELQDWLRQ� WUDQVDFWLRQ� PD\� KDYH� WR� VXEPLW� WR� WKH� 35&� 0LQLVWU\� RI� &RPPHUFH�� RU� 02)&20�� DQG� RWKHU� UHOHYDQW
JRYHUQPHQW�DJHQFLHV�DQ�DSSUDLVDO�UHSRUW��DQ�HYDOXDWLRQ�UHSRUW�DQG�WKH�DFTXLVLWLRQ�DJUHHPHQW��DOO�RI�ZKLFK�IRUP�SDUW�RI�WKH�DSSOLFDWLRQ
IRU�DSSURYDO��GHSHQGLQJ�RQ�WKH�VWUXFWXUH�RI�WKH�WUDQVDFWLRQ��7KH�UHJXODWLRQV�DOVR�SURKLELW�D�WUDQVDFWLRQ�DW�DQ�DFTXLVLWLRQ�SULFH�REYLRXVO\
ORZHU�WKDQ�WKH�DSSUDLVHG�YDOXH�RI�WKH�35&�EXVLQHVV�RU�DVVHWV�DQG�LQ�FHUWDLQ�WUDQVDFWLRQ�VWUXFWXUHV��UHTXLUH�WKDW�FRQVLGHUDWLRQ�PXVW�EH
SDLG�ZLWKLQ�GHILQHG�SHULRGV��JHQHUDOO\�QRW�LQ�H[FHVV�RI�D�\HDU��7KH�UHJXODWLRQ�DOVR�OLPLWV�RXU�DELOLW\�WR�QHJRWLDWH�YDULRXV�WHUPV�RI�WKH
DFTXLVLWLRQ�� LQFOXGLQJ�DVSHFWV�RI� WKH� LQLWLDO�FRQVLGHUDWLRQ��FRQWLQJHQW�FRQVLGHUDWLRQ��KROGEDFN�SURYLVLRQV�� LQGHPQLILFDWLRQ�SURYLVLRQV
DQG�SURYLVLRQV�UHODWLQJ�WR�WKH�DVVXPSWLRQ�DQG�DOORFDWLRQ�RI�DVVHWV�DQG�OLDELOLWLHV��7UDQVDFWLRQ�VWUXFWXUHV�LQYROYLQJ�WUXVWV��QRPLQHHV�DQG
VLPLODU�HQWLWLHV�DUH�SURKLELWHG��7KHUHIRUH��VXFK�UHJXODWLRQ�PD\�LPSHGH�RXU�DELOLW\�WR�QHJRWLDWH�DQG�FRPSOHWH�D�EXVLQHVV�FRPELQDWLRQ
WUDQVDFWLRQ�RQ�ILQDQFLDO�WHUPV�WKDW�VDWLVI\�RXU�LQYHVWRUV�DQG�SURWHFW�RXU�VWRFNKROGHUV¶�HFRQRPLF�LQWHUHVWV�

8QGHU� WKH�(QWHUSULVH�,QFRPH�7D[�/DZ��ZH�PD\�EH�FODVVLILHG�DV�D�³UHVLGHQW�HQWHUSULVH´�RI�&KLQD��6XFK�FODVVLILFDWLRQ�ZLOO� OLNHO\
UHVXOW�LQ�XQIDYRUDEOH�WD[�FRQVHTXHQFHV�WR�XV�DQG�RXU�QRQ�35&�VWRFNKROGHUV�

7KH�(,7�/DZ�DQG�LWV�LPSOHPHQWLQJ�UXOHV�EHFDPH�HIIHFWLYH�RQ�-DQXDU\����������8QGHU�WKH�(,7�/DZ��DQ�HQWHUSULVH�HVWDEOLVKHG�RXWVLGH
RI�&KLQD�ZLWK�³GH�IDFWR�PDQDJHPHQW�ERGLHV´�ZLWKLQ�&KLQD�LV�FRQVLGHUHG�D�³UHVLGHQW�HQWHUSULVH�´�PHDQLQJ�WKDW�LW�FDQ�EH�WUHDWHG�LQ�D
PDQQHU�VLPLODU� WR�D�&KLQHVH�HQWHUSULVH�IRU�HQWHUSULVH� LQFRPH�WD[�SXUSRVHV��7KH�LPSOHPHQWLQJ�UXOHV�RI� WKH�(,7�/DZ�GHILQH�GH�IDFWR
PDQDJHPHQW� DV� ³VXEVWDQWLDO� DQG� RYHUDOO� PDQDJHPHQW� DQG� FRQWURO� RYHU� WKH� SURGXFWLRQ� DQG� RSHUDWLRQV�� SHUVRQQHO�� DFFRXQWLQJ�� DQG
SURSHUWLHV´�RI�WKH�HQWHUSULVH�

2Q�$SULO� ���� ������ WKH� 6WDWH�$GPLQLVWUDWLRQ� RI�7D[DWLRQ� LVVXHG� WKH�1RWLFH�&RQFHUQLQJ�5HOHYDQW� ,VVXHV�5HJDUGLQJ�&RJQL]DQFH� RI
&KLQHVH�,QYHVWPHQW�&RQWUROOHG�(QWHUSULVHV�,QFRUSRUDWHG�2IIVKRUH�DV�5HVLGHQW�(QWHUSULVHV�SXUVXDQW�WR�&ULWHULD�RI�GH�IDFWR�0DQDJHPHQW
%RGLHV�� RU� WKH�1RWLFH�� IXUWKHU� LQWHUSUHWLQJ� WKH� DSSOLFDWLRQ�RI� WKH�(,7�/DZ�DQG� LWV� LPSOHPHQWDWLRQ�QRQ�&KLQHVH� HQWHUSULVH� RU� JURXS
FRQWUROOHG�RIIVKRUH�HQWLWLHV��3XUVXDQW�WR�WKH�1RWLFH��DQ�HQWHUSULVH�LQFRUSRUDWHG�LQ�DQ�RIIVKRUH�MXULVGLFWLRQ�DQG�FRQWUROOHG�E\�D�&KLQHVH
HQWHUSULVH�RU�JURXS�ZLOO�EH�FODVVLILHG�DV�D�³QRQ�GRPHVWLFDOO\�LQFRUSRUDWHG�UHVLGHQW�HQWHUSULVH´�LI��L��LWV�VHQLRU�PDQDJHPHQW�LQ�FKDUJH�RI
GDLO\�RSHUDWLRQV�UHVLGH�RU�SHUIRUP�WKHLU�GXWLHV�PDLQO\�LQ�&KLQD���LL��LWV�ILQDQFLDO�RU�SHUVRQQHO�GHFLVLRQV�DUH�PDGH�RU�DSSURYHG�E\�ERGLHV
RU�SHUVRQV�LQ�&KLQD���LLL��LWV�VXEVWDQWLDO�DVVHWV�DQG�SURSHUWLHV��DFFRXQWLQJ�ERRNV��FRUSRUDWH�FKRSV��ERDUG�DQG�VKDUHKROGHU�PLQXWHV�DUH
NHSW� LQ� &KLQD�� DQG� �LY�� DW� OHDVW� KDOI� RI� LWV� GLUHFWRUV� ZLWK� YRWLQJ� ULJKWV� RU� VHQLRU�PDQDJHPHQW� RIWHQ� UHVLGHQW� LQ� &KLQD��$� UHVLGHQW
HQWHUSULVH�ZRXOG�EH�VXEMHFW�WR�DQ�HQWHUSULVH�LQFRPH�WD[�UDWH�RI�����RQ�LWV�ZRUOGZLGH�LQFRPH�DQG�PXVW�SD\�D�ZLWKKROGLQJ�WD[�DW�D�UDWH
RI�����ZKHQ�SD\LQJ�GLYLGHQGV�WR�LWV�QRQ�35&�VKDUHKROGHUV��+RZHYHU��LW�UHPDLQV�XQFOHDU�DV�WR�ZKHWKHU�WKH�1RWLFH�LV�DSSOLFDEOH�WR�DQ
RIIVKRUH�HQWHUSULVH�LQFRUSRUDWHG�E\�D�&KLQHVH�QDWXUDO�SHUVRQ��1RU�DUH�GHWDLOHG�PHDVXUHV�RQ�LPSRVLWLRQ�RI�WD[�IURP�QRQ�GRPHVWLFDOO\
LQFRUSRUDWHG�UHVLGHQW�HQWHUSULVHV�DUH�DYDLODEOH��7KHUHIRUH��LW�LV�XQFOHDU�KRZ�WD[�DXWKRULWLHV�ZLOO�GHWHUPLQH�WD[�UHVLGHQF\�EDVHG�RQ�WKH
IDFWV�RI�HDFK�FDVH�

:H�PD\�EH�GHHPHG�WR�EH�D�UHVLGHQW�HQWHUSULVH�E\�&KLQHVH�WD[�DXWKRULWLHV��,I�WKH�35&�WD[�DXWKRULWLHV�GHWHUPLQH�WKDW�ZH�DUH�D�³UHVLGHQW
HQWHUSULVH´�IRU�35&�HQWHUSULVH�LQFRPH�WD[�SXUSRVHV��D�QXPEHU�RI�XQIDYRUDEOH�35&�WD[�FRQVHTXHQFHV�FRXOG�IROORZ��)LUVW��ZH�PD\�EH
VXEMHFW�WR�WKH�HQWHUSULVH�LQFRPH�WD[�DW�D�UDWH�RI�����RQ�RXU�ZRUOGZLGH�WD[DEOH�LQFRPH�DV�ZHOO�DV�35&�HQWHUSULVH�LQFRPH�WD[�UHSRUWLQJ
REOLJDWLRQV��,Q�RXU�FDVH��WKLV�ZRXOG�PHDQ�WKDW�LQFRPH�VXFK�DV�LQWHUHVW�RQ�ILQDQFLQJ�SURFHHGV�DQG�QRQ�&KLQD�VRXUFH�LQFRPH�ZRXOG�EH
VXEMHFW�WR�35&�HQWHUSULVH�LQFRPH�WD[�DW�D�UDWH�RI������6HFRQG��DOWKRXJK�XQGHU�WKH�(,7�/DZ�DQG�LWV�LPSOHPHQWLQJ�UXOHV�GLYLGHQGV�SDLG
WR�XV�IURP�RXU�35&�VXEVLGLDULHV�ZRXOG�TXDOLI\�DV�³WD[�H[HPSW�LQFRPH�´�ZH�FDQQRW�JXDUDQWHH�WKDW�VXFK�GLYLGHQGV�ZLOO�QRW�EH�VXEMHFW�WR
D� ����ZLWKKROGLQJ� WD[�� DV� WKH� 35&� IRUHLJQ� H[FKDQJH� FRQWURO� DXWKRULWLHV�� ZKLFK� HQIRUFH� WKH�ZLWKKROGLQJ� WD[�� KDYH� QRW� \HW� LVVXHG
JXLGDQFH�ZLWK�UHVSHFW�WR�WKH�SURFHVVLQJ�RI�RXWERXQG�UHPLWWDQFHV�WR�HQWLWLHV�WKDW�DUH�WUHDWHG�DV�UHVLGHQW�HQWHUSULVHV�IRU�35&�HQWHUSULVH
LQFRPH� WD[� SXUSRVHV�� )LQDOO\�� LW� LV� SRVVLEOH� WKDW� IXWXUH� JXLGDQFH� LVVXHG�ZLWK� UHVSHFW� WR� WKH� QHZ� ³UHVLGHQW� HQWHUSULVH´� FODVVLILFDWLRQ
FRXOG�UHVXOW� LQ�D�VLWXDWLRQ� LQ�ZKLFK�D�����ZLWKKROGLQJ� WD[� LV� LPSRVHG�RQ�GLYLGHQGV�ZH�SD\� WR�RXU�QRQ�35&�VWRFNKROGHUV�DQG�ZLWK
UHVSHFW� WR� JDLQV� GHULYHG� E\� RXU� QRQ�35&� VWRFNKROGHUV� IURP� WUDQVIHUULQJ� RXU� VKDUHV��:H� DUH� DFWLYHO\�PRQLWRULQJ� WKH� SRVVLELOLW\� RI
³UHVLGHQW�HQWHUSULVH´�WUHDWPHQW�IRU�WKH������WD[�\HDU�DQG�DUH�HYDOXDWLQJ�DSSURSULDWH�RUJDQL]DWLRQDO�FKDQJHV�WR�DYRLG�WKLV�WUHDWPHQW��WR
WKH�H[WHQW�SRVVLEOH�

,I�ZH�ZHUH�WUHDWHG�DV�D�³UHVLGHQW�HQWHUSULVH´�E\�35&�WD[�DXWKRULWLHV��ZH�ZRXOG�EH�VXEMHFW�WR�WD[DWLRQ�LQ�ERWK�WKH�8�6��DQG�&KLQD��DQG
RXU�35&�WD[�PD\�QRW�EH�FUHGLWDEOH�DJDLQVW�RXU�8�6��WD[�
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:H� IDFH� XQFHUWDLQW\� IURP� &KLQD¶V� &LUFXODU� RQ� 6WUHQJWKHQLQJ� WKH�$GPLQLVWUDWLRQ� RI� (QWHUSULVH� ,QFRPH� 7D[� RQ� 1RQ�5HVLGHQW
(QWHUSULVHV¶�6KDUH�7UDQVIHU�WKDW�ZDV�UHOHDVHG�LQ�'HFHPEHU������ZLWK�UHWURDFWLYH�HIIHFW�IURP�-DQXDU\���������

7KH�&KLQHVH�6WDWH�$GPLQLVWUDWLRQ�RI�7D[DWLRQ��RU�6$7��UHOHDVHG�D�FLUFXODU�RQ�'HFHPEHU����������WKDW�DGGUHVVHV�WKH�WUDQVIHU�RI�VKDUHV
E\�QRQUHVLGHQW�FRPSDQLHV��JHQHUDOO\�UHIHUUHG�WR�DV�&LUFXODU������&LUFXODU������ZKLFK�LV�HIIHFWLYH�UHWURDFWLYHO\�WR�-DQXDU\����������PD\
KDYH�D�VLJQLILFDQW�LPSDFW�RQ�PDQ\�FRPSDQLHV�WKDW�XVH�RIIVKRUH�KROGLQJ�FRPSDQLHV�WR�LQYHVW�LQ�&KLQD��&LUFXODU������ZKLFK�SURYLGHV
SDUWLHV�ZLWK� D� VKRUW� SHULRG� RI� WLPH� WR� FRPSO\�ZLWK� LWV� UHTXLUHPHQWV�� LQGLUHFWO\� WD[HV� IRUHLJQ� FRPSDQLHV� RQ� JDLQV� GHULYHG� IURP� WKH
LQGLUHFW�VDOH�RI�D�&KLQHVH�FRPSDQ\��:KHUH�D�IRUHLJQ�LQYHVWRU�LQGLUHFWO\�WUDQVIHUV�HTXLW\�LQWHUHVWV�LQ�D�&KLQHVH�UHVLGHQW�HQWHUSULVH�E\
VHOOLQJ�WKH�VKDUHV�LQ�DQ�RIIVKRUH�KROGLQJ�FRPSDQ\��DQG�WKH�ODWWHU�LV�ORFDWHG�LQ�D�FRXQWU\�RU�MXULVGLFWLRQ�ZKHUH�WKH�HIIHFWLYH�WD[�EXUGHQ�LV
OHVV�WKDQ�������RU�ZKHUH�WKH�RIIVKRUH�LQFRPH�RI�KLV��KHU��RU�LWV�UHVLGHQWV�LV�QRW�WD[DEOH��WKH�IRUHLJQ�LQYHVWRU�LV�UHTXLUHG�WR�SURYLGH�WKH
WD[�DXWKRULW\� LQ�FKDUJH�RI� WKDW�&KLQHVH� UHVLGHQW�HQWHUSULVH�ZLWK� WKH� UHOHYDQW� LQIRUPDWLRQ�ZLWKLQ����GD\V�RI� WKH� WUDQVIHUV��0RUHRYHU�
ZKHUH�D�IRUHLJQ�LQYHVWRU�LQGLUHFWO\�WUDQVIHUV�HTXLW\�LQWHUHVWV�LQ�D�&KLQHVH�UHVLGHQW�HQWHUSULVH�WKURXJK�DQ�DEXVH�RI�IRUP�RI�RUJDQL]DWLRQ
DQG�WKHUH�DUH�QR�UHDVRQDEOH�FRPPHUFLDO�SXUSRVHV�VXFK�WKDW�WKH�FRUSRUDWH�LQFRPH�WD[�OLDELOLW\�LV�DYRLGHG��WKH�35&�WD[�DXWKRULW\�ZLOO
KDYH�WKH�SRZHU�WR�UH�DVVHVV�WKH�QDWXUH�RI�WKH�HTXLW\�WUDQVIHU�LQ�DFFRUGDQFH�ZLWK�35&¶V�³VXEVWDQFH�RYHU�IRUP´�SULQFLSOH�DQG�GHQ\�WKH
H[LVWHQFH�RI�WKH�RIIVKRUH�KROGLQJ�FRPSDQ\�WKDW�LV�XVHG�IRU�WD[�SODQQLQJ�SXUSRVHV��7KHUH�LV�XQFHUWDLQW\�DV�WR�WKH�DSSOLFDWLRQ�RI�&LUFXODU
����� )RU� H[DPSOH�� ZKLOH� WKH� WHUP� ³LQGLUHFWO\� WUDQVIHU´� LV� QRW� GHILQHG�� LW� LV� XQGHUVWRRG� WKDW� WKH� UHOHYDQW� 35&� WD[� DXWKRULWLHV� KDYH
MXULVGLFWLRQ�UHJDUGLQJ�UHTXHVWV�IRU�LQIRUPDWLRQ�RYHU�D�ZLGH�UDQJH�RI�IRUHLJQ�HQWLWLHV�KDYLQJ�QR�GLUHFW�FRQWDFW�ZLWK�&KLQD��0RUHRYHU�
WKH�UHOHYDQW�DXWKRULW\�KDV�QRW�\HW�SURPXOJDWHG�DQ\�IRUPDO�SURYLVLRQV�RU�IRUPDOO\�GHFODUHG�RU�VWDWHG�KRZ�WR�FDOFXODWH�WKH�HIIHFWLYH�WD[
LQ�WKH�FRXQWU\�RU�MXULVGLFWLRQ�DQG�WR�ZKDW�H[WHQW�DQG�WKH�SURFHVV�RI�WKH�GLVFORVXUH�WR�WKH�WD[�DXWKRULW\�LQ�FKDUJH�RI�WKDW�&KLQHVH�UHVLGHQW
HQWHUSULVH�� ,Q� DGGLWLRQ�� WKHUH� DUH� QRW� DQ\� IRUPDO� GHFODUDWLRQV� ZLWK� UHJDUG� WR� KRZ� WR� GHFLGH� ³DEXVH� RI� IRUP� RI� RUJDQL]DWLRQ´� DQG
³UHDVRQDEOH�FRPPHUFLDO�SXUSRVH�´�ZKLFK�FDQ�EH�XWLOL]HG�E\�XV�WR�EDODQFH�LI�RXU�&RPSDQ\�FRPSOLHV�ZLWK�WKH�&LUFXODU������$V�D�UHVXOW�
ZH�PD\� EHFRPH� DW� ULVN� RI� EHLQJ� WD[HG� XQGHU�&LUFXODU� ���� DQG�ZH�PD\� EH� UHTXLUHG� WR� H[SHQG� YDOXDEOH� UHVRXUFHV� WR� FRPSO\�ZLWK
&LUFXODU� ���� RU� WR� HVWDEOLVK� WKDW� ZH� VKRXOG� QRW� EH� WD[HG� XQGHU� &LUFXODU� ����� ZKLFK� FRXOG� KDYH� D� PDWHULDO� DGYHUVH� HIIHFW� RQ� RXU
ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

:H�PD\�EH�H[SRVHG�WR�OLDELOLWLHV�XQGHU�WKH�)RUHLJQ�&RUUXSW�3UDFWLFHV�$FW�DQG�&KLQHVH�DQWL�FRUUXSWLRQ�ODZV��DQG�DQ\�GHWHUPLQDWLRQ
WKDW�ZH�YLRODWHG�WKHVH�ODZV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�

:H�DUH�VXEMHFW�WR�WKH�)RUHLJQ�&RUUXSW�3UDFWLFH�$FW��RU�)&3$��DQG�RWKHU�ODZV�WKDW�SURKLELW�LPSURSHU�SD\PHQWV�RU�RIIHUV�RI�SD\PHQWV�WR
IRUHLJQ�JRYHUQPHQWV�DQG�WKHLU�RIILFLDOV�DQG�SROLWLFDO�SDUWLHV�E\�8�6��SHUVRQV�DQG�LVVXHUV�DV�GHILQHG�E\�WKH�VWDWXWH��IRU�WKH�SXUSRVH�RI
REWDLQLQJ�RU�UHWDLQLQJ�EXVLQHVV��:H�KDYH�RSHUDWLRQV��DJUHHPHQWV�ZLWK� WKLUG�SDUWLHV��DQG�PDNH�PRVW�RI�RXU�VDOHV� LQ�&KLQD��7KH�35&
DOVR�VWULFWO\�SURKLELWV�EULEHU\�RI�JRYHUQPHQW�RIILFLDOV��2XU�DFWLYLWLHV� LQ�&KLQD�FUHDWH� WKH� ULVN�RI�XQDXWKRUL]HG�SD\PHQWV�RU�RIIHUV�RI
SD\PHQWV�E\�WKH�HPSOR\HHV��FRQVXOWDQWV��VDOHV�DJHQWV��RU�GLVWULEXWRUV�RI�RXU�&RPSDQ\��HYHQ�WKRXJK�WKH\�PD\�QRW�DOZD\V�EH�VXEMHFW�WR
RXU�FRQWURO��,W�LV�RXU�SROLF\�WR�LPSOHPHQW�VDIHJXDUGV�WR�GLVFRXUDJH�WKHVH�SUDFWLFHV�E\�RXU�HPSOR\HHV��+RZHYHU��RXU�H[LVWLQJ�VDIHJXDUGV
DQG�DQ\�IXWXUH�LPSURYHPHQWV�PD\�SURYH�WR�EH�OHVV�WKDQ�HIIHFWLYH��DQG�WKH�HPSOR\HHV��FRQVXOWDQWV��VDOHV�DJHQWV��RU�GLVWULEXWRUV�RI�RXU
&RPSDQ\�PD\�HQJDJH�LQ�FRQGXFW�IRU�ZKLFK�ZH�PLJKW�EH�KHOG�UHVSRQVLEOH��9LRODWLRQV�RI�WKH�)&3$�RU�&KLQHVH�DQWL�FRUUXSWLRQ�ODZV
PD\�UHVXOW�LQ�VHYHUH�FULPLQDO�RU�FLYLO�VDQFWLRQV��DQG�ZH�PD\�EH�VXEMHFW�WR�RWKHU�OLDELOLWLHV��ZKLFK�FRXOG�QHJDWLYHO\�DIIHFW�RXU�EXVLQHVV�
RSHUDWLQJ�UHVXOWV�DQG�ILQDQFLDO�FRQGLWLRQ��,Q�DGGLWLRQ��WKH�8�6��JRYHUQPHQW�PD\�VHHN�WR�KROG�RXU�&RPSDQ\�OLDEOH�IRU�VXFFHVVRU�OLDELOLW\
)&3$�YLRODWLRQV�FRPPLWWHG�E\�FRPSDQLHV�LQ�ZKLFK�ZH�LQYHVW�RU�WKDW�ZH�DFTXLUH�

,I�ZH�EHFRPH�GLUHFWO\�VXEMHFW�WR�WKH�UHFHQW�VFUXWLQ\��FULWLFLVP�DQG�QHJDWLYH�SXEOLFLW\�LQYROYLQJ�8�6��OLVWHG�&KLQHVH�FRPSDQLHV��ZH
PD\�KDYH�WR�H[SHQG�VLJQLILFDQW�UHVRXUFHV�WR�LQYHVWLJDWH�DQG�UHVROYH�WKH�PDWWHU�ZKLFK�FRXOG�KDUP�RXU�EXVLQHVV�RSHUDWLRQV��VWRFN
SULFH�DQG�UHSXWDWLRQ�DQG�FRXOG�UHVXOW�LQ�D�ORVV�RI�\RXU�LQYHVWPHQW�LQ�RXU�VWRFN��HVSHFLDOO\�LI�VXFK�PDWWHU�FDQQRW�EH�DGGUHVVHG�DQG
UHVROYHG�IDYRUDEO\�

5HFHQWO\��8�6��SXEOLF�FRPSDQLHV� WKDW�KDYH�VXEVWDQWLDOO\�DOO�RI� WKHLU�RSHUDWLRQV� LQ�&KLQD��SDUWLFXODUO\�FRPSDQLHV� OLNH�XV�ZKLFK�KDYH
FRPSOHWHG� VR�FDOOHG� UHYHUVH� PHUJHU� WUDQVDFWLRQV�� KDYH� EHHQ� WKH� VXEMHFW� RI� LQWHQVH� VFUXWLQ\�� FULWLFLVP� DQG� QHJDWLYH� SXEOLFLW\� E\
LQYHVWRUV��ILQDQFLDO�FRPPHQWDWRUV�DQG�UHJXODWRU\�DJHQFLHV��VXFK�DV�WKH�6(&��0XFK�RI�WKH�VFUXWLQ\��FULWLFLVP�DQG�QHJDWLYH�SXEOLFLW\�KDV
FHQWHUHG�DURXQG�ILQDQFLDO�DQG�DFFRXQWLQJ� LUUHJXODULWLHV�DQG�PLVWDNHV��D� ODFN�RI�HIIHFWLYH� LQWHUQDO�FRQWUROV�RYHU� ILQDQFLDO�DFFRXQWLQJ�
LQDGHTXDWH�FRUSRUDWH�JRYHUQDQFH�SROLFLHV�RU�D� ODFN�RI�DGKHUHQFH�WKHUHWR�DQG�� LQ�PDQ\�FDVHV��DOOHJDWLRQV�RI�IUDXG��$V�D�UHVXOW�RI� WKH
VFUXWLQ\��FULWLFLVP�DQG�QHJDWLYH�SXEOLFLW\��WKH�SXEOLFO\�WUDGHG�VWRFN�RI�PDQ\�8�6��OLVWHG�&KLQHVH�FRPSDQLHV�KDV�VKDUSO\�GHFUHDVHG�LQ
YDOXH�DQG�� LQ� VRPH�FDVHV��KDV�EHFRPH�YLUWXDOO\�ZRUWKOHVV��0DQ\�RI� WKHVH�FRPSDQLHV�DUH�QRZ�VXEMHFW� WR� VKDUHKROGHU� ODZVXLWV��6(&
HQIRUFHPHQW� DFWLRQV� DQG� DUH� FRQGXFWLQJ� LQWHUQDO� DQG� H[WHUQDO� LQYHVWLJDWLRQV� LQWR� WKH� DOOHJDWLRQV�� ,W� LV� QRW� FOHDU� ZKDW� HIIHFW� WKLV
VHFWRU�ZLGH�VFUXWLQ\��FULWLFLVP�DQG�QHJDWLYH�SXEOLFLW\�ZLOO�KDYH�RQ�RXU�&RPSDQ\��RXU�EXVLQHVV�DQG�RXU�VWRFN�SULFH��,I�ZH�EHFRPH�WKH
VXEMHFW�RI�DQ\�XQIDYRUDEOH�DOOHJDWLRQV��ZKHWKHU�VXFK�DOOHJDWLRQV�DUH�SURYHQ�WR�EH�WUXH�RU�XQWUXH��ZH�ZLOO�KDYH�WR�H[SHQG�VLJQLILFDQW
UHVRXUFHV�WR�LQYHVWLJDWH�VXFK�DOOHJDWLRQV�DQG�RU�GHIHQG�RXU�FRPSDQ\��7KLV�VLWXDWLRQ�ZLOO�EH�FRVWO\�DQG�WLPH�FRQVXPLQJ�DQG�GLVWUDFW�RXU
PDQDJHPHQW�IURP�JURZLQJ�RXU�FRPSDQ\��,I�VXFK�DOOHJDWLRQV�DUH�QRW�SURYHQ�WR�EH�JURXQGOHVV��RXU�FRPSDQ\�DQG�EXVLQHVV�RSHUDWLRQV
ZLOO�EH�VHYHUHO\�LPSDFWHG�DQG�\RXU�LQYHVWPHQW�LQ�RXU�VWRFN�FRXOG�EH�UHQGHUHG�ZRUWKOHVV�
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7KH�GLVFORVXUHV�LQ�RXU�UHSRUWV�DQG�RWKHU�ILOLQJV�ZLWK�WKH�6(&�DQG�RXU�RWKHU�SXEOLF�SURQRXQFHPHQWV�DUH�QRW�VXEMHFW�WR�WKH�VFUXWLQ\
RI� DQ\� UHJXODWRU\� ERGLHV� LQ� WKH� 35&�� $FFRUGLQJO\�� RXU� SXEOLF� GLVFORVXUH� VKRXOG� EH� UHYLHZHG� LQ� OLJKW� RI� WKH� IDFW� WKDW� QR
JRYHUQPHQWDO�DJHQF\�WKDW�LV�ORFDWHG�LQ�&KLQD�ZKHUH�VXEVWDQWLDOO\�DOO�RI�RXU�RSHUDWLRQV�DQG�EXVLQHVV�DUH�ORFDWHG�KDYH�FRQGXFWHG
DQ\�GXH�GLOLJHQFH�RQ�RXU�RSHUDWLRQV�RU�UHYLHZHG�RU�FOHDUHG�DQ\�RI�RXU�GLVFORVXUH�

:H�DUH�UHJXODWHG�E\�WKH�6(&�DQG�RXU�UHSRUWV�DQG�RWKHU�ILOLQJV�ZLWK�WKH�6(&�DUH�VXEMHFW�WR�6(&�UHYLHZ�LQ�DFFRUGDQFH�ZLWK�WKH�UXOHV
DQG�UHJXODWLRQV�SURPXOJDWHG�E\�WKH�6(&�XQGHU�WKH�6HFXULWLHV�$FW�DQG�WKH�([FKDQJH�$FW��8QOLNH�SXEOLF�UHSRUWLQJ�FRPSDQLHV�ZKRVH
RSHUDWLRQV� DUH� ORFDWHG� SULPDULO\� LQ� WKH� 8QLWHG� 6WDWHV�� KRZHYHU�� VXEVWDQWLDOO\� DOO� RI� RXU� RSHUDWLRQV� DUH� ORFDWHG� LQ� &KLQD�� 6LQFH
VXEVWDQWLDOO\�DOO�RI�RXU�RSHUDWLRQV�DQG�EXVLQHVV�WDNHV�SODFH�LQ�&KLQD��LW�PD\�EH�PRUH�GLIILFXOW�IRU�WKH�6WDII�RI�WKH�6(&�WR�RYHUFRPH�WKH
JHRJUDSKLF�DQG�FXOWXUDO�REVWDFOHV� WKDW� DUH�SUHVHQW�ZKHQ� UHYLHZLQJ�RXU�GLVFORVXUH��7KHVH� VDPH�REVWDFOHV�DUH�QRW�SUHVHQW� IRU� VLPLODU
FRPSDQLHV�ZKRVH�RSHUDWLRQV�RU�EXVLQHVV�WDNH�SODFH�HQWLUHO\�RU�SULPDULO\�LQ�WKH�8QLWHG�6WDWHV��)XUWKHUPRUH��RXU�6(&�UHSRUWV�DQG�RWKHU
GLVFORVXUH�DQG�SXEOLF�SURQRXQFHPHQWV�DUH�QRW� VXEMHFW� WR� WKH� UHYLHZ�RU� VFUXWLQ\�RI�DQ\�35&�UHJXODWRU\�DXWKRULW\��)RU�H[DPSOH�� WKH
GLVFORVXUH�LQ�RXU�6(&�UHSRUWV�DQG�RWKHU�ILOLQJV�DUH�QRW�VXEMHFW�WR�WKH�UHYLHZ�RI�WKH�&65&��D�35&�UHJXODWRU�WKDW�LV�WDVNHG�ZLWK�RYHUVLJKW
RI�WKH�FDSLWDO�PDUNHWV�LQ�&KLQD��$FFRUGLQJO\��\RX�VKRXOG�UHYLHZ�RXU�6(&�UHSRUWV��ILOLQJV�DQG�RXU�RWKHU�SXEOLF�SURQRXQFHPHQWV�ZLWK
WKH�XQGHUVWDQGLQJ�WKDW�QR�ORFDO�UHJXODWRU�KDV�GRQH�DQ\�GXH�GLOLJHQFH�RQ�RXU�FRPSDQ\�DQG�ZLWK�WKH�XQGHUVWDQGLQJ�WKDW�QRQH�RI�RXU�6(&
UHSRUWV�� RWKHU� ILOLQJV� RU� DQ\� RI� RXU� RWKHU� SXEOLF� SURQRXQFHPHQWV� KDV� EHHQ� UHYLHZHG� RU� RWKHUZLVH� EHHQ� VFUXWLQL]HG� E\� DQ\� ORFDO
UHJXODWRU�

5,6.6�5(/$7('�72�7+(�0$5.(7�)25�285�672&.

$OWKRXJK� SXEOLFO\� WUDGHG�� WKH� WUDGLQJ�PDUNHW� LQ� RXU� FRPPRQ� VWRFN�KDV� EHHQ� VXEVWDQWLDOO\� OHVV� OLTXLG� WKDQ� WKH� DYHUDJH� WUDGLQJ
PDUNHW� IRU� D� VWRFN� TXRWHG� RQ� WKH� 1$6'$4� 6WRFN�0DUNHW� DQG� WKLV� ORZ� WUDGLQJ� YROXPH�PD\� DGYHUVHO\� DIIHFW� WKH� SULFH� RI� RXU
FRPPRQ�VWRFN�

2XU�FRPPRQ�VWRFN�LV�WUDGHG�RQ�WKH�1$6'$4�*OREDO�6HOHFW�0DUNHW�XQGHU�WKH�V\PERO�³&%32�´�7KH�WUDGLQJ�PDUNHW�LQ�RXU�FRPPRQ
VWRFN� KDV� EHHQ� VXEVWDQWLDOO\� OHVV� OLTXLG� WKDQ� WKH� DYHUDJH� WUDGLQJ� PDUNHW� IRU� FRPSDQLHV� WUDGLQJ� RQ� WKH� 1$6'$4� 6WRFN� 0DUNHW�
5HSRUWHG� DYHUDJH� GDLO\� WUDGLQJ� YROXPH� LQ� RXU� FRPPRQ� VWRFN� IRU� WKH� WKUHH� PRQWKV� LPPHGLDWHO\� SULRU� WR� 0DUFK� ��� ������ ZDV
DSSUR[LPDWHO\�������� VKDUHV��/LPLWHG� WUDGLQJ�YROXPH�ZLOO� VXEMHFW� RXU� VKDUHV�RI� FRPPRQ� VWRFN� WR�JUHDWHU� SULFH�YRODWLOLW\� DQG�PD\
PDNH�LW�GLIILFXOW�IRU�\RX�WR�VHOO�\RXU�VKDUHV�RI�FRPPRQ�VWRFN�DW�D�SULFH�WKDW�LV�DWWUDFWLYH�WR�\RX�

7KH�PDUNHW�SULFH�RI�RXU�FRPPRQ�VWRFN�LV�YRODWLOH��OHDGLQJ�WR�WKH�SRVVLELOLW\�RI�LWV�YDOXH�EHLQJ�GHSUHVVHG�DW�D�WLPH�ZKHQ�\RX�ZDQW�WR
VHOO�\RXU�KROGLQJV�

7KH�PDUNHW�SULFH�RI�RXU�FRPPRQ�VWRFN�LV�YRODWLOH��DQG�WKLV�YRODWLOLW\�PD\�FRQWLQXH��1XPHURXV�IDFWRUV��PDQ\�RI�ZKLFK�DUH�EH\RQG�RXU
FRQWURO��PD\�FDXVH�WKH�PDUNHW�SULFH�RI�RXU�FRPPRQ�VWRFN�WR�IOXFWXDWH�VLJQLILFDQWO\��7KHVH�IDFWRUV�LQFOXGH�

RXU�HDUQLQJV�UHOHDVHV��DFWXDO�RU�DQWLFLSDWHG�FKDQJHV�LQ�RXU�HDUQLQJV��IOXFWXDWLRQV�LQ�RXU�RSHUDWLQJ�UHVXOWV�RU�RXU�IDLOXUH�WR�PHHW
WKH�H[SHFWDWLRQV�RI�ILQDQFLDO�PDUNHW�DQDO\VWV�DQG�LQYHVWRUV�

x�

FKDQJHV�LQ�ILQDQFLDO�HVWLPDWHV�E\�XV�RU�E\�DQ\�VHFXULWLHV�DQDO\VWV�ZKR�PLJKW�FRYHU�RXU�VWRFN�x�
VSHFXODWLRQ�DERXW�RXU�EXVLQHVV�LQ�WKH�SUHVV�RU�WKH�LQYHVWPHQW�FRPPXQLW\�x�
VLJQLILFDQW�GHYHORSPHQWV�UHODWLQJ�WR�RXU�UHODWLRQVKLSV�ZLWK�RXU�FXVWRPHUV�RU�VXSSOLHUV�x�
VWRFN�PDUNHW�SULFH�DQG�YROXPH�IOXFWXDWLRQV�RI�RWKHU�SXEOLFO\� WUDGHG�FRPSDQLHV�DQG�� LQ�SDUWLFXODU�� WKRVH� WKDW�DUH� LQ� WKH�RXU
LQGXVWU\�

x�

FXVWRPHU�GHPDQG�IRU�RXU�SURGXFWV�x�
LQYHVWRU�SHUFHSWLRQV�RI�WKH�RXU�LQGXVWU\�LQ�JHQHUDO�DQG�RXU�FRPSDQ\�LQ�SDUWLFXODU�x�
WKH�RSHUDWLQJ�DQG�VWRFN�SHUIRUPDQFH�RI�FRPSDUDEOH�FRPSDQLHV�x�
JHQHUDO�HFRQRPLF�FRQGLWLRQV�DQG�WUHQGV�x�
PDMRU�FDWDVWURSKLF�HYHQWV�x�
DQQRXQFHPHQWV�E\�XV�RU�RXU�FRPSHWLWRUV�RI�QHZ�SURGXFWV��VLJQLILFDQW�DFTXLVLWLRQV��VWUDWHJLF�SDUWQHUVKLSV�RU�GLYHVWLWXUHV�x�
FKDQJHV�LQ�DFFRXQWLQJ�VWDQGDUGV��SROLFLHV��JXLGDQFH��LQWHUSUHWDWLRQ�RU�SULQFLSOHV�x�
ORVV�RI�H[WHUQDO�IXQGLQJ�VRXUFHV�x�
VDOHV�RI�RXU�FRPPRQ�VWRFN��LQFOXGLQJ�VDOHV�E\�RXU�GLUHFWRUV��RIILFHUV�RU�VLJQLILFDQW�VWRFNKROGHUV��DQGx�
DGGLWLRQV�RU�GHSDUWXUHV�RI�NH\�SHUVRQQHO�x�

6HFXULWLHV�FODVV�DFWLRQ�OLWLJDWLRQ�LV�RIWHQ�LQVWLWXWHG�DJDLQVW�FRPSDQLHV�IROORZLQJ�SHULRGV�RI�YRODWLOLW\�LQ�WKHLU�VWRFN�SULFH��7KLV�W\SH�RI
OLWLJDWLRQ�FRXOG� UHVXOW� LQ� VXEVWDQWLDO� FRVWV� WR�XV�DQG�GLYHUW�RXU�PDQDJHPHQW¶V�DWWHQWLRQ�DQG� UHVRXUFHV��0RUHRYHU�� VHFXULWLHV�PDUNHWV
PD\� IURP� WLPH� WR� WLPH� H[SHULHQFH� VLJQLILFDQW� SULFH� DQG� YROXPH� IOXFWXDWLRQV� IRU� UHDVRQV� XQUHODWHG� WR� RSHUDWLQJ� SHUIRUPDQFH� RI
SDUWLFXODU�FRPSDQLHV��)RU�H[DPSOH��LQ�-XO\�������WKH�VHFXULWLHV�PDUNHWV�LQ�WKH�8QLWHG�6WDWHV��&KLQD�DQG�RWKHU�MXULVGLFWLRQV�H[SHULHQFHG
WKH� ODUJHVW�GHFOLQH� LQ�VKDUH�SULFHV�VLQFH�6HSWHPEHU�������7KHVH�PDUNHW� IOXFWXDWLRQV�PD\�DGYHUVHO\�DIIHFW� WKH�SULFH�RI�RXU�FRPPRQ
VWRFN�DQG�RWKHU�LQWHUHVWV�LQ�RXU�FRPSDQ\�DW�D�WLPH�ZKHQ�\RX�ZDQW�WR�VHOO�\RXU�LQWHUHVW�LQ�XV�
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3URYLVLRQV�LQ�RXU�FHUWLILFDWH�RI�LQFRUSRUDWLRQ�DQG�E\ODZV�RU�'HODZDUH�ODZ�PLJKW�GLVFRXUDJH��GHOD\�RU�SUHYHQW�D�FKDQJH�RI�FRQWURO
RI�RXU�FRPSDQ\�RU�FKDQJHV�LQ�RXU�PDQDJHPHQW�DQG��WKHUHIRUH�GHSUHVV�WKH�WUDGLQJ�SULFH�RI�WKH�FRPPRQ�VWRFN�

'HODZDUH�FRUSRUDWH�ODZ�DQG�RXU�FHUWLILFDWH�RI�LQFRUSRUDWLRQ�DQG�E\ODZV�FRQWDLQ�SURYLVLRQV�WKDW�FRXOG�GLVFRXUDJH��GHOD\�RU�SUHYHQW�D
FKDQJH�LQ�FRQWURO�RI�RXU�&RPSDQ\�RU�FKDQJHV�LQ�LWV�PDQDJHPHQW�WKDW�RXU�VWRFNKROGHUV�PD\�GHHP�DGYDQWDJHRXV��7KHVH�SURYLVLRQV�

GHQ\�KROGHUV�RI�RXU�FRPPRQ�VWRFN�FXPXODWLYH�YRWLQJ�ULJKWV�LQ�WKH�HOHFWLRQ�RI�GLUHFWRUV��PHDQLQJ�WKDW�VWRFNKROGHUV�RZQLQJ�D
PDMRULW\�RI�RXU�RXWVWDQGLQJ�VKDUHV�RI�FRPPRQ�VWRFN�ZLOO�EH�DEOH�WR�HOHFW�DOO�RI�RXU�GLUHFWRUV��DQG

DOORZ�DQ\�YDFDQF\�RQ�WKH�ERDUG�RI�GLUHFWRUV��KRZHYHU�WKH�YDFDQF\�RFFXUV��WR�EH�ILOOHG�E\�WKH�GLUHFWRUV�x�

x�

,Q�DGGLWLRQ��6HFWLRQ�����RI�WKH�'HODZDUH�*HQHUDO�&RUSRUDWLRQ�/DZ�JHQHUDOO\�OLPLWV�RXU�DELOLW\�WR�HQJDJH�LQ�DQ\�EXVLQHVV�FRPELQDWLRQ
ZLWK�FHUWDLQ�SHUVRQV�ZKR�RZQ�����RU�PRUH�RI�RXU�RXWVWDQGLQJ�YRWLQJ�VWRFN�RU�DQ\�RI�RXU�DVVRFLDWHV�RU�DIILOLDWHV�ZKR�DW�DQ\�WLPH�LQ�WKH
SDVW�WKUHH�\HDUV�KDYH�RZQHG�����RU�PRUH�RI�RXU�RXWVWDQGLQJ�YRWLQJ�VWRFN��7KHVH�SURYLVLRQV�PD\�KDYH�WKH�HIIHFW�RI�HQWUHQFKLQJ�RXU
PDQDJHPHQW� WHDP�DQG�PD\�GHSULYH�\RX�RI� WKH� RSSRUWXQLW\� WR� VHOO� \RXU� VKDUHV� WR� SRWHQWLDO� DFTXLUHUV� DW� D� SUHPLXP�RYHU� SUHYDLOLQJ
SULFHV��7KLV�SRWHQWLDO�LQDELOLW\�WR�REWDLQ�D�FRQWURO�SUHPLXP�FRXOG�UHGXFH�WKH�SULFH�RI�RXU�FRPPRQ�VWRFN�

:H�GR�QRW�LQWHQG�WR�SD\�GLYLGHQGV�IRU�WKH�IRUHVHHDEOH�IXWXUH�

)RU�WKH�IRUHVHHDEOH�IXWXUH��ZH�LQWHQG�WR�UHWDLQ�DQ\�HDUQLQJV�WR�ILQDQFH�WKH�GHYHORSPHQW�DQG�H[SDQVLRQ�RI�RXU�EXVLQHVV��DQG�ZH�GR�QRW
DQWLFLSDWH�SD\LQJ�DQ\�FDVK�GLYLGHQGV�RQ�RXU�FRPPRQ�VWRFN��$FFRUGLQJO\��LQYHVWRUV�PXVW�EH�SUHSDUHG�WR�UHO\�RQ�VDOHV�RI�WKHLU�FRPPRQ
VWRFN� DIWHU� SULFH� DSSUHFLDWLRQ� WR� HDUQ� DQ� LQYHVWPHQW� UHWXUQ�� ZKLFK�PD\� QHYHU� RFFXU�� ,QYHVWRUV� VHHNLQJ� FDVK� GLYLGHQGV� VKRXOG� QRW
SXUFKDVH�RXU�FRPPRQ�VWRFN��$Q\�GHWHUPLQDWLRQ�WR�SD\�GLYLGHQGV�LQ�WKH�IXWXUH�ZLOO�EH�PDGH�DW�WKH�GLVFUHWLRQ�RI�RXU�ERDUG�RI�GLUHFWRUV
DQG�ZLOO�GHSHQG�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV��ILQDQFLDO�FRQGLWLRQ��FRQWUDFWXDO�UHVWULFWLRQV��UHVWULFWLRQV�LPSRVHG�E\�DSSOLFDEOH�ODZ�DQG
RWKHU�IDFWRUV�RXU�ERDUG�GHHPV�UHOHYDQW�

,7(0��%��815(62/9('�67$))�&200(176�

:H�KDYH�QR�RXWVWDQGLQJ�RU�XQUHVROYHG�FRPPHQWV�IURP�WKH�6(&�VWDII�

,7(0����3523(57,(6�

$OO� ODQG� LQ� &KLQD� LV� RZQHG� E\� WKH� JRYHUQPHQW�� ,QGLYLGXDOV� DQG� FRPSDQLHV� DUH� SHUPLWWHG� WR� DFTXLUH� ODQG� XVH� ULJKWV� IRU� VSHFLILF
SXUSRVHV��,QGXVWULDO�ODQG�XVH�ULJKWV�DUH�JUDQWHG�IRU�D�SHULRG�RI����\HDUV��7KLV�SHULRG�PD\�EH�UHQHZHG�DW�WKH�H[SLUDWLRQ�RI�WKH�LQLWLDO�DQG
DQ\�VXEVHTXHQW�WHUPV��*UDQWHG�ODQG�XVH�ULJKWV�DUH�WUDQVIHUDEOH�DQG�PD\�EH�XVHG�DV�VHFXULW\�IRU�ERUURZLQJV�DQG�RWKHU�REOLJDWLRQV�

,Q� -XO\� ������ 6KDQGRQJ� 7DLEDQJ� REWDLQHG� FHUWDLQ� ODQG� XVH� ULJKWV� IURP� WKH� 35&� PXQLFLSDO� JRYHUQPHQW� WR� ������� VTXDUH� PHWHUV
FRQVLVWLQJ� RI� PDQXIDFWXULQJ� IDFLOLWLHV�� ZDUHKRXVHV� DQG� RIILFH� EXLOGLQJV� LQ� 7DL¶DQ� &LW\�� 6KDQGRQJ� 3URYLQFH�� 6KDQGRQJ� 7DLEDQJ� LV
UHTXLUHG�WR�PDNH�SD\PHQWV�WRWDOLQJ�DSSUR[LPDWHO\����������50%���������SHU�\HDU�WR�WKH�ORFDO�VWDWH�RZQHG�HQWLW\��IRU�WKH����\HDU�OLIH
RI� WKH� ULJKWV� RU� XQWLO� WKH� 6KDQGRQJ� ,QVWLWXWH� FRPSOHWHV� LWV� SULYDWL]DWLRQ� SURFHVV�� :H� UHFRUGHG� ³ODQG� XVH� ULJKWV´� DVVHW� DQG� D
FRUUHVSRQGLQJ�OLDELOLW\��³RWKHU�SD\DEOH�±�ODQG�XVH�ULJKWV´��DW�WKH�LQFHSWLRQ�RI�WKH�WUDQVDFWLRQ�GHWHUPLQHG�XVLQJ�SUHVHQW�YDOXH�RI�DQQXDO
SD\PHQWV�RYHU����\HDUV��7KH�RWKHU�SD\DEOH�ODQG�XVH�ULJKWV�DPRXQWHG�WR��������������������DQG����������DV�RI�'HFHPEHU����������
�����DQG�������UHVSHFWLYHO\�

*XL]KRX�7DLEDQJ�HQWHUHG�LQWR�D�OHDVH�DJUHHPHQW�RQ�-XQH���������ZLWK�D�JURXS�RI�LQGLYLGXDOV�LQ�DQ�DUHD�ORFDWHG�QH[W�WR�LWV�SURGXFWLRQ
IDFLOLW\� WR� OHDVH� DQG�XVH� WKH� VSDFH� IRU�SURFHVVLQJ� LQGXVWULDO�ZDVWHV� IRU����\HDUV��7KH�DQQXDO� OHDVH� DPRXQW� LV� DSSUR[LPDWHO\�������
�50%��������

:H�EHOLHYH�WKDW�DOO�RI�RXU�SURSHUWLHV�KDYH�EHHQ�DGHTXDWHO\�PDLQWDLQHG��DUH�JHQHUDOO\�LQ�JRRG�FRQGLWLRQ��DQG�DUH�VXLWDEOH�DQG�DGHTXDWH
IRU�RXU�EXVLQHVV�

6RPH�RI�RXU�SURSHUWLHV�DUH� OHDVHG�IURP�WKLUG�SDUWLHV��RI�ZKLFK�ZH�KDYH�HQWHUHG� LQWR� IRUPDO� OHDVH�DJUHHPHQWV� IRU� WZR�RI� WKHP��7KH
UHPDLQLQJ�OHDVHV�DUH�RQ�D�YHUEDO�EDVLV��,Q�DOO�FDVHV��WKH�OHVVRUV�KDYH�QRW�EHHQ�DEOH�WR�SURYLGH�FRSLHV�RI�GRFXPHQWDWLRQ�HYLGHQFLQJ�WKHLU
ULJKWV� WR�XVH� WKH� OHDVHG�SURSHUW\�� ,Q�PRVW� FDVHV�� WKH� OHDVHG�SURSHUWLHV� DUH� VPDOO�RSHUDWLQJ� VSDFHV�ZH� OHDVHG� IRU�RXU� VDOHV�RIILFHV� LQ
GLIIHUHQW�SDUWV�RI�&KLQD��,Q�WKH�HYHQW�RI�DQ\�IXWXUH�GLVSXWH�RYHU�WKH�RZQHUVKLS�RI�WKH�OHDVHG�SURSHUWLHV��ZH�EHOLHYH�ZH�FRXOG�HDVLO\�DQG
TXLFNO\�ILQG�UHSODFHPHQW�SUHPLVHV�VR�WKDW�WKH�RSHUDWLRQV�ZRXOG�QRW�EH�DIIHFWHG�

,7(0����/(*$/�352&((',1*6�

)URP� WLPH� WR� WLPH�� ZH� PD\� EHFRPH� LQYROYHG� LQ� YDULRXV� ODZVXLWV� DQG� OHJDO� SURFHHGLQJV�� ZKLFK� DULVH�� LQ� WKH� RUGLQDU\� FRXUVH� RI
EXVLQHVV��+RZHYHU��OLWLJDWLRQ�LV�VXEMHFW�WR�LQKHUHQW�XQFHUWDLQWLHV��DQG�DQ�DGYHUVH�UHVXOW�LQ�WKHVH��RU�RWKHU�PDWWHUV��PD\�DULVH�IURP�WLPH
WR�WLPH�WKDW�PD\�KDUP�RXU�EXVLQHVV��2WKHU�WKDQ�WKH�OHJDO�SURFHHGLQJV�VHW�IRUWK�EHORZ��ZH�DUH�FXUUHQWO\�QRW�DZDUH�RI�DQ\�VXFK�OHJDO
SURFHHGLQJV�RU�FODLPV�WKDW�ZH�EHOLHYH�ZLOO�KDYH�D�PDWHULDO�DGYHUVH�DIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�RU�RSHUDWLQJ�UHVXOWV�

��
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6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



%REDL�&RXQW\�&ROOHFWLRQ�6WDWLRQ

,Q� -DQXDU\� ������ 6KDQGRQJ� 7DLEDQJ� DGYDQFHG� DSSUR[LPDWHO\� ��������� �50%���� PLOOLRQ�� WR� )HQJ� /LQ�� WKH� ���� QRQFRQWUROOLQJ
LQWHUHVW� VKDUHKROGHU� LQ� )DQJ�&KHQJ� 3ODVPD�&RPSDQ\�� DQ� LQGLUHFW�PDMRULW\� RZQHG� VXEVLGLDU\� RI� WKH� &RPSDQ\�� IRU� WKH� SXUSRVH� RI
HVWDEOLVKLQJ�RU�DFTXLULQJ�D�SODVPD�FROOHFWLRQ�VWDWLRQ��0U��/LQ�DQG�6KDQGRQJ�7DLEDQJ�LQWHQGHG�WR�HVWDEOLVK�WKH�%REDL�.DQJDQ�3ODVPD
&ROOHFWLRQ�&R���/WG���RU�%REDL�� LQ�%REDL�&RXQW\��*XDQJ[L� DQG�RQ� -DQXDU\�����������6KDQGRQJ�7DLEDQJ� VLJQHG�D� OHWWHU�RI� LQWHQW� WR
DFTXLUH� WKH� DVVHWV�RI� WKH�%REDL�3ODVPD�&ROOHFWLRQ�6WDWLRQ��ZKLFK�ZDV� FR�RZQHG�E\�0U��/LQ� DQG�0U��.HOLDQJ�+XDQJ��+RZHYHU�� LQ
-DQXDU\�������+XD�/DQ�%LRORJLFDO�(QJLQHHULQJ�&R���/WG���RU�+XD�/DQ��ILOHG�VXLW�LQ�WKH�'LVWULFW�&RXUW�RI�+RQJ�4L�'LVWULFW��;LQ�;LDQJ
&LW\��+HQDQ�3URYLQFH��DOOHJLQJ�WKDW�)HQJ�/LQ��.HOLDQJ�+XDQJ�DQG�6KDQGRQJ�7DLEDQJ�HVWDEOLVKHG�DQG�RU�VRXJKW�WR�RSHUDWH�WKH�%REDL
3ODVPD�&ROOHFWLRQ�6WDWLRQ�XVLQJ�D�SHUPLW�IRU�FROOHFWLQJ�DQG�VXSSO\LQJ�KXPDQ�SODVPD�LQ�%REDL�&RXQW\��WKDW�ZDV�RULJLQDOO\�JUDQWHG�WR
+XD�/DQ�E\�WKH�JRYHUQPHQW�RI�WKH�*XDQJ[L�UHJLRQ��ZLWKRXW�+XD�/DQ¶V�SHUPLVVLRQ��7KH�HVWDEOLVKPHQW�DQG�UHJLVWUDWLRQ�RI�%REDL�ZDV
QHYHU�UHDOL]HG�DV�D�UHVXOW�RI� WKLV� ODZ�VXLW��2Q�-DQXDU\�����������RQ�+XD�/DQ¶V�PRWLRQ�� WKH�'LVWULFW�&RXUW�HQWHUHG�DQ�RUGHU�WR�IUHH]H
IXQGV� LQ� WKH� DPRXQW� RI� DSSUR[LPDWHO\� ��������� �50%����������� KHOG� E\� WKH� GHIHQGDQWV� LQ� WKH� FDVH�� LQFOXGLQJ� DSSUR[LPDWHO\
����������50%���������LQ�IXQGV�KHOG�LQ�6KDQGRQJ�7DLEDQJ¶V�EDQN�DFFRXQW�LQ�7DL¶DQ�&LW\��$�KHDULQJ�ZDV�KHOG�RQ�-XQH����������DQG
MXGJPHQW� ZDV� HQWHUHG� DJDLQVW� WKH� GHIHQGDQWV� DORQJ� ZLWK� D� ��������� �50%����������� MRLQW� ILQDQFLDO� MXGJPHQW��:H� DSSHDOHG� WKH
'LVWULFW�&RXUW�MXGJPHQW�WR�WKH�;LQ[LDQJ�&LW\�,QWHUPHGLDWH�&RXUW��,Q�1RYHPEHU�������WKH�;LQ[LDQJ�&LW\�,QWHUPHGLDWH�&RXUW�DIILUPHG
WKH� MXGJPHQW� DJDLQVW� WKH� WKUHH� GHIHQGDQWV� DQG� LQFUHDVHG� WKH� DPRXQW� RI� WKH� MRLQW� ILQDQFLDO� MXGJPHQW� WR� DSSUR[LPDWHO\� ��������
�50%�����������

,Q� -DQXDU\� ������ +XD� /DQ� HQIRUFHG� WKH� MXGJPHQW� JUDQWHG� E\� WKH� ;LQ[LDQJ� &LW\� ,QWHUPHGLDWH� &RXUW� WR� IUHH]H� RXU� EDQN� DFFRXQWV�
6KDQGRQJ�7DLEDQJ�KDV�ILOHG�D�VHSDUDWH�DFWLRQ�DJDLQVW�+XD�/DQ�EHIRUH�WKH�7DL¶DQ�&LW\�'LVWULFW�&RXUW�WR�VHHN�UHFRYHU\�RI�DQ\�ORVVHV�LQ
FRQQHFWLRQ�ZLWK�+XD� /DQ¶V� FODLP� DQG� WR� UHTXHVW� WKDW� WKH�7DL¶DQ� &LW\�'LVWULFW� &RXUW� SUHVHUYH�+XD� /DQ¶V� SURSHUW\� RU� IUHH]H� XS� WR
DSSUR[LPDWHO\�����������50%���PLOOLRQ��RI�+XD�/DQ¶V�DVVHWV�WR�VHFXUH�WKH�UHWXUQ�RI�VXFK�IXQGV�WR�XV��7KH�PDWWHU�LV�FXUUHQWO\�SHQGLQJ
EHIRUH� WKH� ,QWHUPHGLDWH� &RXUW� RI� 7DL¶DQ� &LW\�� 3HQGLQJ� WKH� RXWFRPH� RI� WKH� SURFHHGLQJV�� 6KDQGRQJ� 7DLEDQJ� LQFUHDVHG� LWV� ORVV
FRQWLQJHQF\�UHVHUYH�GXULQJ� LWV� IRXUWK�TXDUWHU�RI������IURP�DSSUR[LPDWHO\����������50%��������� WR�����������50%����������� WR
FRYHU�LWV�VKDUH�RI�WKH�HQIRUFHPHQW�RI�WKLV�MXGJPHQW��'XULQJ�WKH�IRXUWK�TXDUWHU�RI�������IXOO�DPRXQW�RI�WKH�MXGJPHQW��LQFOXGLQJ�)HQJ
/LQ� DQG� .HOLDQJ� +XDQJ¶V� SRUWLRQV� RI� WKH� MXGJPHQW� DQG� WKH� UHODWHG� IHHV�� DSSUR[LPDWHO\� ��������� �50%� ����������� KDV� EHHQ
ZLWKGUDZQ�IURP�6KDQGRQJ�7DLEDQJ¶V�DFFRXQW��:H�UHFRUGHG�)HQJ�/LQ�DQG�.HOLDQJ�+XDQJ¶V�SRUWLRQ�RI�WKH�MXGJPHQW��DSSUR[LPDWHO\
����������50%�������������DV�UHFHLYDEOH�DV�D�UHVXOW�RI�WKH�ZLWKGUDZDO��$V�RI�'HFHPEHU�����������ZH�GHWHUPLQHG�WKDW�LW�LV�XQOLNHO\
WKDW�ZH�ZLOO�EH�DEOH�WR�UHFRYHU�VXFK�UHFHLYDEOH�IURP�WKRVH�WZR�LQGLYLGXDOV�DQG�ZURWH�RII�WKH�UHFHLYDEOH�DV�EDG�GHEW�H[SHQVH��,Q�-DQXDU\
������)HQJ�/LQ�WUDQVIHUUHG�KLV�����HTXLW\�LQ�)DQJ�&KHQJ�3ODVPD�&RPSDQ\�DV�D�UHSD\PHQW�IRU�VXFK�UHFHLYDEOH��$V�D�UHVXOW��ZH�DUH
QRZ�WKH�LQGLUHFW������RZQHU�RI�WKH�)DQJ�&KHQJ�3ODVPD�&RPSDQ\�

,Q�2FWREHU�������6KDQGRQJ�7DLEDQJ�DSSHDOHG�WR�WKH�+LJK�&RXUW�RI�+HQDQ�3URYLQFH�UHTXHVWLQJ�WKH�FRXUW�WR�UHYHUVH�MXGJPHQWV�IURP�WKH
+RQJ�4L�'LVWULFW�&RXUW�EDVHG�RQ�6KDQGRQJ�7DLEDQJ¶V�EHOLHI� WKDW�+XD�/DQ¶V� LQYROYHPHQW� LQ�%REDL�ZDV� LQ�YLRODWLRQ�RI�35&�%ORRG
3URGXFWV�5HJXODWLRQV�DV�+XD�/DQ�GLG�QRW�LQYHVW��DV�6KDQGRQJ�7DLEDQJ�GLG��LQ�%REDL�DV�UHTXLUHG�E\�WKH�5HJXODWLRQ��:H�ZHUH�DZDLWLQJ
WKH�MXGJPHQW�RI�WKH�+HQDQ�+LJK�&RXUW�DV�RI�WKH�GDWH�RI�WKLV�UHSRUW��,Q�OLJKW�RI�WKH�IRUHJRLQJ��LW�LV�XQOLNHO\�WKDW�RXU�SODQQHG�DFTXLVLWLRQ
RI�WKH�DVVHWV�RI�%REDL�ZLOO�JR�IRUZDUG�

'LVSXWH�DPRQJ�*XL]KRX�7DLEDQJ�6KDUHKROGHUV�RYHU�5DLVLQJ�$GGLWLRQDO�&DSLWDO

2Q�0D\�����������D�����PDMRULW\�RI�*XL]KRX�7DLEDQJ¶V�VKDUHKROGHUV�DSSURYHG�D�SODQ�WR�UDLVH�DGGLWLRQDO�FDSLWDO�IURP�SULYDWH�VWUDWHJLF
LQYHVWRUV� WKURXJK� WKH� LVVXDQFH�RI�DQ�DGGLWLRQDO������������VKDUHV�RI�*XL]KRX�7DLEDQJ�HTXLW\� LQWHUHVWV�DW�50%������SHU�VKDUH��7KH
SODQ�UHTXLUHG�DOO�H[LVWLQJ�*XL]KRX�7DLEDQJ�VKDUHKROGHUV�WR�ZDLYH�WKHLU�ULJKWV�RI�ILUVW�UHIXVDO�WR�VXEVFULEH�IRU�WKH�DGGLWLRQDO�VKDUHV��7KH
UHPDLQLQJ����PLQRULW\�KROGHU�RI�*XL]KRX�7DLEDQJ¶V�VKDUHV��WKH�*XL]KRX�-LH¶DQ�&RPSDQ\��RU�-LH¶DQ��GLG�QRW�VXSSRUW�WKH�SODQ�DQG�GLG
QRW�DJUHH�WR�ZDLYH�LWV�ULJKW�RI�ILUVW�UHIXVDO��2Q�0D\�����������WKH�PDMRULW\�VKDUHKROGHUV�FDXVHG�*XL]KRX�7DLEDQJ�WR�VLJQ�DQ�(TXLW\
3XUFKDVH�$JUHHPHQW� ZLWK� FHUWDLQ� LQYHVWRUV�� SXUVXDQW� WR� ZKLFK� WKH� LQYHVWRUV� DJUHHG� WR� LQYHVW� DQ� DJJUHJDWH� RI� 50%� ����������
�DSSUR[LPDWHO\�������������LQ�H[FKDQJH�IRU������������VKDUHV��RU��������RI�*XL]KRX�7DLEDQJ¶V�HTXLW\�LQWHUHVWV��$W�WKH�VDPH�WLPH�
-LH¶DQ�DOVR�VXEVFULEHG�IRU�����������VKDUHV��UHSUHVHQWLQJ�LWV����SUR�UDWD�VKDUH�RI�WKH������������VKDUHV�EHLQJ�RIIHUHG��7KH�SURFHHGV
IURP�DOO�SDUWLHV�ZHUH�UHFHLYHG�E\�*XL]KRX�7DLEDQJ�LQ�DFFRUGDQFH�ZLWK�WKH�DJUHHPHQW�

,Q�-XQH�������-LH¶DQ�EURXJKW�VXLW�LQ�WKH�+LJK�&RXUW�RI�*XL]KRX�SURYLQFH��&KLQD��DJDLQVW�*XL]KRX�7DLEDQJ�DQG�WKH�WKUHH�RWKHU�RULJLQDO
*XL]KRX�7DLEDQJ�VKDUHKROGHUV��DOOHJLQJ�WKH�LOOHJDOLW\�RI�WKH�(TXLW\�3XUFKDVH�$JUHHPHQW��,Q�LWV�FRPSODLQW��-LH¶DQ�DOOHJHG�WKDW�LW�KDG�D
ULJKW�WR�DFTXLUH�WKH�VKDUHV�ZDLYHG�E\�WKH�RULJLQDO�*XL]KRX�7DLEDQJ�VKDUHKROGHUV�DQG�RIIHUHG�WR�WKH�LQYHVWRUV�LQ�FRQQHFWLRQ�ZLWK�WKH
(TXLW\�3XUFKDVH�$JUHHPHQW��2Q�6HSWHPEHU�����������WKH�*XL]KRX�+LJK�&RXUW�UXOHG�DJDLQVW�-LH¶DQ�DQG�VXVWDLQHG�WKH�(TXLW\�3XUFKDVH
$JUHHPHQW��EXW�RQ�1RYHPEHU�������-LH¶DQ�DSSHDOHG�WKH�*XL]KRX�+LJK�&RXUW�MXGJPHQW�WR�WKH�3HRSOH¶V�6XSUHPH�&RXUW�LQ�%HLMLQJ��2Q
0D\� ���� ������ WKH� 3HRSOH¶V� 6XSUHPH� &RXUW� VXVWDLQHG� WKH� RULJLQDO� UXOLQJ� DQG� GHQLHG� WKH� ULJKWV� RI� ILUVW� UHIXVDO� RI� -LH¶DQ� RYHU� WKH
DGGLWLRQDO�VKDUHV�ZDLYHG�E\�WKH�RULJLQDO�*XL]KRX�7DLEDQJ¶V�VKDUHKROGHUV��7KH�UHJLVWUDWLRQ�RI�WKH�QHZ�LQYHVWRUV�DV�*XL]KRX�7DLEDQJ¶V
VKDUHKROGHUV�DQG�WKH�UHODWHG�LQFUHDVH�LQ�UHJLVWHUHG�FDSLWDO�RI�*XL]KRX�7DLEDQJ�ZLWK�WKH�$,&�DUH�VWLOO�SHQGLQJ��2Q�-DQXDU\�����������WKH
VWUDWHJLF�LQYHVWRUV�EURXJKW�VXLW�LQ�WKH�+LJK�&RXUW�RI�*XL]KRX�3URYLQFH�DJDLQVW�*XL]KRX�7DLEDQJ�DOOHJLQJ�*XL]KRX�7DLEDQJ¶V�IDLOXUH�WR
UHJLVWHU�WKHLU�HTXLW\�LQWHUHVW�LQ�*XL]KRX�7DLEDQJ�ZLWK�WKH�ORFDO�$,&�DQG�UHTXHVWLQJ�WKH�GLVWULEXWLRQ�RI�WKHLU�VKDUH�RI�*XL]KRX�7DLEDQJ¶V
GLYLGHQGV��'DOLQ�ZDV�DOVR� MRLQHG�DV� D� FR�GHIHQGDQW� DV� LW� LV� WKH�PDMRULW\� VKDUHKROGHU� DQG�H[HUFLVHV� FRQWURO�RYHU�*XL]KRX�7DLEDQJ¶V
GD\�WR�GD\�RSHUDWLRQV��:H�GR�QRW�H[SHFW�WKH�VWUDWHJLF�LQYHVWRUV�WR�SUHYDLO�EHFDXVH��XSRQ�HYDOXDWLRQ�RI�WKH�(TXLW\�3XUFKDVH�$JUHHPHQW�
ZH� EHOLHYH� WKDW� WKH� (TXLW\� 3XUFKDVH� $JUHHPHQW� LV� YRLG� GXH� WR� FHUWDLQ� LQYDOLG� SUH�FRQGLWLRQV� DQG� WKH� DEVHQFH� RI� VKDUHKROGHU
DXWKRUL]DWLRQ�RI�WKH�LQLWLDO�LQYHVWPHQW��,Q�WKH�HYHQW�WKDW�*XL]KRX�7DLEDQJ�LV�UHTXLUHG�WR�UHWXUQ�WKHLU�RULJLQDO�LQYHVWPHQW�DPRXQW�WR�WKH
VWUDWHJLF�LQYHVWRUV��DV�RI�'HFHPEHU�����������*XL]KRX�7DLEDQJ�KDV�VHW�DVLGH�WKH�VWUDWHJLF�LQYHVWRUV¶�IXQG�DORQJ�ZLWK�50%�����������
�DSSUR[LPDWHO\� ������������ LQ� DFFUXHG� LQWHUHVWV�� DQG� 50%� �������� �DSSUR[LPDWHO\� ��������� IRU� WKH� ��� SHQDOW\� LPSRVHG� E\� WKH
6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



DJUHHPHQW� IRU� DQ\� EUHDFK�� ,I� VWUDWHJLF� LQYHVWRUV� SUHYDLO� LQ� WKHLU� VXLW�� 'DOLQ¶V� LQWHUHVWV� LQ� *XL]KRX� 7DLEDQJ� PD\� EH� UHGXFHG� WR
DSSUR[LPDWHO\���������7KH�+LJK�&RXUW�RI�*XL]KRX�KHDUG�WKH�FDVH�RQ�$SULO���������DQG�HQFRXUDJHG��DQG�DFFHSWHG�E\�ERWK�SDUWLHV��WR
VHWWOH�WKH�GLVSXWH�RXWVLGH�WKH�FRXUW�EXW�ERWK�SDUWLHV�IDLOHG�WR�UHDFK�D�PXWXDO�DJUHHDEOH�WHUP�
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2Q� 2FWREHU� ���� ������ WKH� +LJK� &RXUW� RI� *XL]KRX� UXOHG� LQ� IDYRU� RI� WKH� &RPSDQ\� DQG� GHQLHG� WKH� VWUDWHJLF� LQYHVWRUV¶� ULJKW� DV
VKDUHKROGHUV�RI�*XL]KRX�7DLEDQJ��DV�ZHOO�DV�WKHLU�HQWLWOHPHQW�WR�WKH�GLYLGHQGV��,Q�OLJKW�RI�WKH�*XL]KRX�UXOLQJ��LQ�1RYHPEHU������WKH
&RPSDQ\�UHWXUQHG�WKH�SURFHHGV�LQ�WKH�DPRXQW�RI�50%�������������DSSUR[LPDWHO\�������������WR�RQH�RI�WKH�VWUDWHJLF�LQYHVWRUV��2Q
2FWREHU�����������WKH�RWKHU�VWUDWHJLF�LQYHVWRUV�DSSHDOHG�WR��DQG�VXEVHTXHQWO\�DFFHSWHG�E\��WKH�35&�6XSUHPH�&RXUW�LQ�%HLMLQJ�RQ�WKH
UXOLQJ��2Q�2FWREHU����������WKH�35&�6XSUHPH�&RXUW�RYHUUXOHG�WKH�GHFLVLRQ�RI�WKH�+LJK�&RXUW�RI�*XL]KRX�DQG�UHPDQGHG�WKH�VXLW�WR�WKH
+LJK�&RXUW�RI�*XL]KRX�IRU�UHWULDO��2Q�'HFHPEHU�����������+LJK�&RXUW�RI�*XL]KRX�DFFHSWHG�WKH�FDVH�IRU�UHWULDO��2Q�-DQXDU\���������
WKH�VWUDWHJLF�LQYHVWRUV�UH�ILOHG�WKHLU�FDVH�WR�WKH�+LJK�&RXUW�RI�*XL]KRX�UHTXHVWLQJ��LQ�DGGLWLRQ�WR�WKH�VKDUH�GLVWULEXWLRQ��WKH�GLVWULEXWLRQ
RI� GLYLGHQGV� DQG� LQWHUHVW� LQ� WKH� DPRXQW� RI� 50%� ����������� �DSSUR[LPDWHO\� ������������ DQG� 50%� ���������� �DSSUR[LPDWHO\
�����������UHVSHFWLYHO\��7KH�&RPSDQ\�LV�DZDLWLQJ�WKH�KHDULQJ�DV�RI�WKH�GDWH�RI�WKLV�UHSRUW�

'XULQJ�WKH�VHFRQG�TXDUWHU�RI�������-LH¶DQ�UHTXHVWHG�WKDW�*XL]KRX�7DLEDQJ�UHJLVWHU�LWV�����PLOOLRQ�VKDUHV�RI�DGGLWLRQDO�FDSLWDO�LQIXVLRQ
ZLWK� WKH� ORFDO�$,&�� SXUVXDQW� WR� WKH� (TXLW\� 3XUFKDVH�$JUHHPHQW�� DQG� VXFK� UHTXHVW� ZDV� DSSURYHG� E\� WKH�PDMRULW\� VKDUHKROGHUV� RI
*XL]KRX�7DLEDQJ�LQ�D�VKDUHKROGHUV�PHHWLQJ�KHOG�LQ�WKH�VHFRQG�TXDUWHU�RI�������+RZHYHU��WKH�%RDUG�RI�'LUHFWRUV�RI�WKH�&RPSDQ\�LV
ZLWKKROGLQJ�LWV�UHTXLUHG�UDWLILFDWLRQ�RI�WKH�VKDUHKROGHUV¶�DSSURYDO�RI�-LH¶DQ¶V�UHTXHVW��SHQGLQJ�WKH�RXWFRPH�RI�WKH�RQJRLQJ�OLWLJDWLRQ��,I
ZH� GHFLGH� WR� UDWLI\� WKH� DSSURYDO��'DOLQ¶V� RZQHUVKLS� LQ�*XL]KRX�7DLEDQJ�ZLOO� EH� GLOXWHG� IURP� ���� WR� ������� DQG� -LH¶DQ�PD\� EH
HQWLWOHG�WR�UHFHLYH�LWV�SUR�UDWD�VKDUH�RI�*XL]KRX�7DLEDQJ¶V�SURILWV�IURP�WKH�SULRU�����\HDUV�

*XL]KRX�7DLEDQJ¶V�*XDUDQWHH�WR�D�7KLUG�3DUW\

,Q� ������ DV� D� FRQGLWLRQ� WR� SXUFKDVH� +XDQJ� 3LQJ� 3ODVPD� 6WDWLRQ�� *XL]KRX� 7DLEDQJ� HQWHUHG� LQWR� DQ� DJUHHPHQW� ZLWK� WKH� *XL]KRX
=KRQJ[LQ�,QYHVWPHQW�&RPSDQ\��RU�=KRQJ[LQ��LQ�ZKLFK�*XL]KRX�7DLEDQJ�DJUHHG�WR�UHSD\�=KRQJ[LQ¶V�GHEW�RXW�RI�*XL]KRX�7DLEDQJ¶V
SD\DEOHV� WR� =KRQJ[LQ� DULVLQJ� IURP� SODVPD� SXUFKDVHG� IURP� =KRQJ[LQ�� ,Q� WKH� VDPH� DJUHHPHQW�� *XL]KRX� 7DLEDQJ� DOVR� GHOLYHUHG� D
JXDUDQWHH� WR� WKH� +XDQJ� 3LQJ� &RXQW\� +RVSLWDO�� WKH� IRUPHU� FR�RZQHU� RI� WKH� +XDQJ� 3LQJ� 3ODVPD� 6WDWLRQ�� WKDW� LW� ZRXOG� SD\
50%���������� �DSSUR[LPDWHO\�� ���������� LQ�GHEW� WKDW�=KRQJ[LQ�RZHG� WR� WKH�KRVSLWDO��2Q� -XQH���� ������ WKH�+XDQJ�3LQJ�+RVSLWDO
EURXJKW�VXLW��LQ�WKH�+XDQJ�3LQJ�&RXQW\�3HRSOH¶V�&RXUW�RI�*XL]KRX�3URYLQFH��DJDLQVW�=KRQJ[LQ�IRU�QRQ�SD\PHQW�RI�LWV�SD\DEOHV�DQG
GHEW�GXH�WR�+XDQJ�3LQJ�+RVSLWDO�DQG�DJDLQVW�*XL]KRX�7DLEDQJ�DV�WKH�JXDUDQWRU��2Q�1RYHPEHU����������WKH�FRXUW�UXOHG�LQ�IDYRU�RI�WKH
SODLQWLII�DQG�*XL]KRX�7DLEDQJ�DV�WKH�JXDUDQWRU�EHFDPH�REOLJDWHG�WR�UHSD\�WKH�=KRQJ[LQ¶V�GHEW�WR�WKH�+XDQJ�3LQJ�+RVSLWDO�RQ�EHKDOI
RI�=KRQJ[LQ��,Q�2FWREHU�������*XL]KRX�7DLEDQJ�DSSHDOHG�WR�WKH�0LGGOH�&RXUW�RI�.DLOL�'LVWULFW�LQ�*XL]KRX�3URYLQFH�ZKLFK�VXVWDLQHG
WKH�RULJLQDO�MXGJPHQW�RQ�$SULO����������8QGHU�WKH�(TXLW\�7UDQVIHU�$JUHHPHQW�SXUVXDQW�WR�ZKLFK�WKH�&RPSDQ\�DFTXLUHG�D�����LQWHUHVW
LQ�'DOLQ��WKH�VHOOHUV�ZLOO�EH�UHVSRQVLEOH��EDVHG�RQ�WKHLU�SUR�UDWD�HTXLW\�LQWHUHVW�LQ�*XL]KRX�7DLEDQJ��IRU�GDPDJHV�LQFXUUHG�E\�*XL]KRX
7DLEDQJ�IURP�=KRQJ[LQ¶V�GHEW�DQG�WKDW�WKH\�ZLOO�UHSD\�'DOLQ�WKHLU�SUR�UDWD�VKDUH�RI�SD\PHQWV�PDGH�E\�*XL]KRX�7DLEDQJ�WR�FUHGLWRUV
LQ�FRQQHFWLRQ�ZLWK�=KRQJ[LQ¶V�GHEW�ZLWKLQ����GD\V�DIWHU�SD\PHQW�E\�*XL]KRX�7DLEDQJ��7KH�50%�����������FRQWLQJHQW�OLDELOLW\�DQG
SURSRUWLRQDWH�VKDUH�RI�WKH�OLDELOLW\�WR�EH�UHFRYHUHG�IURP�WKH�VHOOHUV�ZHUH�SURSHUO\�UHIOHFWHG�LQ�WKH�ILQDQFLDOV�DV�RI�'HFHPEHU����������
2Q�'HFHPEHU�����������*XL]KRX�7DLEDQJ�EURXJKW�VXLW�DJDLQVW�=KRQJ[LQ�LQ�WKH�,QWHUPHGLDWH�&RXUW�RI�*XL\DQJ�&LW\��WR�UHFRYHU�WKH�IXOO
MXGJPHQW�DPRXQW�RI�50%�����������SOXV�FRXUW�IHH�RI�50%��������WKDW�*XL]KRX�7DLEDQJ�KDV�DOUHDG\�SDLG�RQ�EHKDOI�RI�=KRQJ[LQ�

2Q�6HSWHPEHU�����������=KRQJ[LQ�FRXQWHUVXHG�WKH�&RPSDQ\�IRU�D�FRQVLGHUDWLRQ�RI�50%����������DSSUR[LPDWHO\����������IRU� WKH
DOOHJHG�ORVV�RI�LWV�VKDUH�RI�LQFRPH�IURP�WKH�+XDQJ�3LQJ�3ODVPD�6WDWLRQ�VLQFH�WKH�&RPSDQ\�DFTXLUHG�WKH�VWDWLRQ�LQ�$SULO�������7KH
&RPSDQ\�EHOLHYHV�=KRQJ[LQ¶V� FODLP� LV� XQZDUUDQWHG� VLQFH� WKH�&RPSDQ\� DFTXLUHG� WKH� VWDWLRQ� IURP� LWV� ULJKWIXO� RZQHU�� WKH�7UHDVXU\
'HSDUWPHQW�RI�+XDQJSLQ�&RXQW\��*XL]KRX�3URYLQFH�

,7(0����0,1(�6$)(7<�',6&/2685(6�
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0DUNHW�,QIRUPDWLRQ

2XU�FRPPRQ�VWRFN�LV�WUDGHG�RQ�WKH�1DVGDT�*OREDO�6HOHFW�0DUNHW�XQGHU�WKH�V\PERO�³&%32�´

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK��IRU�WKH�SHULRGV�LQGLFDWHG�� WKH�KLJK�DQG�ORZ�FORVLQJ�SULFHV�RI�RXU�FRPPRQ�VWRFN��7KHVH�SULFHV�UHIOHFW
LQWHU�GHDOHU�SULFHV��ZLWKRXW�UHWDLO�PDUN�XS��PDUN�GRZQ�RU�FRPPLVVLRQ��DQG�PD\�QRW�UHSUHVHQW�DFWXDO�WUDQVDFWLRQV�

� � &ORVLQJ�3ULFHV��� �
� � +LJK � � /RZ �
<HDU�(QGHG�'HFHPEHU��������� � � � � � �
�VW�4XDUWHU � ������� � �������
�QG�4XDUWHU � ������ � �����
�UG�4XDUWHU � ������ � �����
�WK�4XDUWHU � ������ � �����
� � � � � � �
<HDU�(QGHG�'HFHPEHU��������� � � � � � �
�VW�4XDUWHU � ������� � ������
�QG�4XDUWHU � ������ � ������
�UG�4XDUWHU � ������ � �����
�WK�4XDUWHU � ������ � �����

��� 7KH� DERYH� WDEOH� VHWV� IRUWK� WKH� UDQJH� RI� KLJK� DQG� ORZ� FORVLQJ� SULFHV� SHU� VKDUH� RI� RXU� FRPPRQ� VWRFN� DV� UHSRUWHG� E\
ZZZ�TXRWHPHGLD�FRP�IRU�WKH�SHULRGV�LQGLFDWHG�

$SSUR[LPDWH�1XPEHU�RI�+ROGHUV�RI�2XU�&RPPRQ�6WRFN

$V�RI�0DUFK����������WKHUH�ZHUH�DSSUR[LPDWHO\�����KROGHUV�RI�UHFRUG�RI�RXU�FRPPRQ�VWRFN��7KLV�QXPEHU�H[FOXGHV�WKH�VKDUHV�RI�RXU
FRPPRQ�VWRFN�RZQHG�E\�VWRFNKROGHUV�KROGLQJ�VWRFN�XQGHU�QRPLQHH�VHFXULW\�SRVLWLRQ�OLVWLQJV�

'LYLGHQG�3ROLF\

:H�KDYH�QHYHU�GHFODUHG�GLYLGHQGV�RU�SDLG�FDVK�GLYLGHQGV��$Q\�IXWXUH�GHFLVLRQV� UHJDUGLQJ�GLYLGHQGV�ZLOO�EH�PDGH�E\�RXU�ERDUG�RI
GLUHFWRUV��:H�FXUUHQWO\� LQWHQG� WR� UHWDLQ�DQG�XVH�DQ\�IXWXUH�HDUQLQJV� IRU� WKH�GHYHORSPHQW�DQG�H[SDQVLRQ�RI�RXU�EXVLQHVV�DQG�GR�QRW
DQWLFLSDWH� SD\LQJ� DQ\� FDVK� GLYLGHQGV� LQ� WKH� IRUHVHHDEOH� IXWXUH��2XU� ERDUG� RI� GLUHFWRUV� KDV� FRPSOHWH� GLVFUHWLRQ� RQ�ZKHWKHU� WR� SD\
GLYLGHQGV��VXEMHFW�WR�WKH�DSSURYDO�RI�RXU�VWRFNKROGHUV��(YHQ�LI�RXU�ERDUG�RI�GLUHFWRUV�GHFLGHV�WR�SD\�GLYLGHQGV��WKH�IRUP��IUHTXHQF\
DQG� DPRXQW� ZLOO� GHSHQG� XSRQ� RXU� IXWXUH� RSHUDWLRQV� DQG� HDUQLQJV�� FDSLWDO� UHTXLUHPHQWV� DQG� VXUSOXV�� JHQHUDO� ILQDQFLDO� FRQGLWLRQ�
FRQWUDFWXDO�UHVWULFWLRQV�DQG�RWKHU�IDFWRUV�WKDW�WKH�ERDUG�RI�GLUHFWRUV�PD\�GHHP�UHOHYDQW�

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

7KH�IROORZLQJ�WDEOH�LQFOXGHV�WKH�LQIRUPDWLRQ�DV�RI�'HFHPEHU����������IRU�HDFK�FDWHJRU\�RI�RXU�HTXLW\�FRPSHQVDWLRQ�SODQ�

3ODQ�FDWHJRU\

1XPEHU�RI�VHFXULWLHV
WR�EH�LVVXHG�XSRQ

H[HUFLVH�RI
RXWVWDQGLQJ�RSWLRQV�
ZDUUDQWV�DQG�ULJKWV

�D�

:HLJKWHG�DYHUDJH
H[HUFLVH�SULFH�RI

RXWVWDQGLQJ�RSWLRQV�
ZDUUDQWV�DQG�ULJKWV

�E�

1XPEHU�RI�VHFXULWLHV
UHPDLQLQJ�DYDLODEOH�IRU
IXWXUH�LVVXDQFH�XQGHU
HTXLW\�FRPSHQVDWLRQ
SODQV��H[FOXGLQJ

VHFXULWLHV�UHIOHFWHG�LQ
FROXPQ��D��

�F�

(TXLW\�FRPSHQVDWLRQ�SODQV�DSSURYHG�E\�VHFXULW\
KROGHUV

� � �

(TXLW\�FRPSHQVDWLRQ�SODQV�QRW�DSSURYHG�E\�VHFXULW\
KROGHUV

��������� ����� ���������

7RWDO ��������� ����� ���������

(IIHFWLYH�0D\����������RXU�%RDUG�RI�'LUHFWRUV�DGRSWHG� WKH�&KLQD�%LRORJLF�3URGXFWV�� ,QF�������(TXLW\� ,QFHQWLYH�3ODQ��RU� WKH�����
3ODQ��7KH������3ODQ�SURYLGHV�IRU�JUDQWV�RI�VWRFN�RSWLRQV��VWRFN�DSSUHFLDWLRQ�ULJKWV��SHUIRUPDQFH�XQLWV��UHVWULFWHG�VWRFN��UHVWULFWHG�VWRFN
6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



XQLWV�DQG�SHUIRUPDQFH�VKDUHV��$� WRWDO�RI� ILYH�PLOOLRQ� ������������VKDUHV�RI�RXU�FRPPRQ�VWRFN�PD\�EH� LVVXHG�SXUVXDQW� WR� WKH�����
3ODQ��7KH�H[HUFLVH�SULFH�SHU�VKDUH�IRU� WKH�VKDUHV� WR�EH� LVVXHG�SXUVXDQW� WR�DQ�H[HUFLVH�RI�D�VWRFN�RSWLRQ�ZLOO�EH�QR�OHVV� WKDQ�WKH�IDLU
PDUNHW�YDOXH�SHU�VKDUH�RQ�WKH�JUDQW�GDWH��H[FHSW�WKDW��LQ�WKH�FDVH�RI�DQ�LQFHQWLYH�VWRFN�RSWLRQ�JUDQWHG�WR�D�SHUVRQ�ZKR�KROGV�PRUH�WKDQ
����RI�WKH�WRWDO�FRPELQHG�YRWLQJ�SRZHU�RI�DOO�FODVVHV�RI�RXU�VWRFN�RU�DQ\�RI�RXU�VXEVLGLDULHV��WKH�H[HUFLVH�SULFH�ZLOO�EH�QR�OHVV�WKDQ
�����RI�WKH�IDLU�PDUNHW�YDOXH�SHU�VKDUH�RQ�WKH�JUDQW�GDWH��1R�PRUH�WKDQ�DQ�DJJUHJDWH�RI���������VKDUHV��RU�IRU�DZDUGV�GHQRPLQDWHG�LQ
FDVK�� WKH� IDLU�PDUNHW�YDOXH�RI�����������VKDUHV�RQ� WKH�JUDQW�GDWH��PD\�EH�VXEMHFW� WR�DZDUGV�XQGHU� WKH������3ODQ� WR�DQ\� LQGLYLGXDO
SDUWLFLSDQW�LQ�DQ\�RQH�ILVFDO�\HDU��1R�DZDUGV�PD\�EH�JUDQWHG�XQGHU�WKH������3ODQ�DIWHU�0D\����������H[FHSW�WKDW�DQ\�DZDUG�JUDQWHG
EHIRUH�WKHQ�PD\�H[WHQG�EH\RQG�WKDW�GDWH�
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5HFHQW�6DOHV�RI�8QUHJLVWHUHG�6HFXULWLHV

:H�KDYH�QRW�VROG�DQ\�HTXLW\�VHFXULWLHV�GXULQJ�WKH������ILVFDO�\HDU�WKDW�ZHUH�QRW�SUHYLRXVO\�GLVFORVHG�LQ�D�TXDUWHUO\�UHSRUW�RQ�)RUP
���4�RU�D�FXUUHQW�UHSRUW�RQ�)RUP���.�WKDW�ZDV�ILOHG�GXULQJ�WKH������ILVFDO�\HDU�

3XUFKDVHV�RI�(TXLW\�6HFXULWLHV

1R�UHSXUFKDVHV�RI�RXU�FRPPRQ�VWRFN�ZHUH�PDGH�GXULQJ�WKH�IRXUWK�TXDUWHU�RI������

,7(0����6(/(&7('�),1$1&,$/�'$7$�

7KH�VHOHFWHG�FRQVROLGDWHG�VWDWHPHQW�RI�FRPSUHKHQVLYH�LQFRPH�GDWD�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������DQG�WKH
VHOHFWHG�EDODQFH�VKHHW�GDWD�DV�RI�'HFHPEHU����������DQG������DUH�GHULYHG�IURP�RXU�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG
HOVHZKHUH�LQ�WKLV�UHSRUW��7KH�VHOHFWHG�FRQVROLGDWHG�ILQDQFLDO�GDWD�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������DQG�WKH�VHOHFWHG
EDODQFH� VKHHW� GDWD� DV� RI� 'HFHPEHU� ���� ������ ����� DQG� ����� DUH� GHULYHG� IURP� RXU� DXGLWHG� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� QRW
LQFOXGHG�LQ�WKLV�UHSRUW�

7KH�IROORZLQJ�VHOHFWHG�KLVWRULFDO�ILQDQFLDO�LQIRUPDWLRQ�VKRXOG�EH�UHDG�LQ�FRQMXQFWLRQ�ZLWK�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG
UHODWHG�QRWHV�DQG�WKH�LQIRUPDWLRQ�FRQWDLQHG�LQ�,WHP���³0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI
2SHUDWLRQV�´

� � ���� � � ���� � � ���� � � ���� � � ���� �
5HYHQXHV �������������� �������������� �������������� � ������������ � ������������
,QFRPH�)URP�2SHUDWLRQV � ������������ � ������������ � ������������ � ������������ � ������������
1HW�,QFRPH � ������������ � ������������ � ����������� � ������������ � �����������
7RWDO�$VVHWV �������������� �������������� �������������� � ������������ � ������������
7RWDO�&XUUHQW�/LDELOLWLHV � ������������ � ������������ � ������������ � ������������ � �����������
7RWDO�/RQJ�7HUP�/LDELOLWLHV � ����������� � ����������� � ������������ � ����������� � ���������
7RWDO�6WRFNKROGHUV
�HTXLW\�DWWULEXWDEOH�WR�&KLQD
%LRORJLF�3URGXFWV��,QF� �������������� � ����������� � ����������� � ����������� � �����������
7RWDO�(TXLW\ �������������� �������������� � ������������ � ������������ � ������������
&DSLWDO�6WRFN��H[FOXGLQJ�ORQJ�WHUP�GHEW� � ������� � ������� � ������� � ������� � �������
1XPEHU�RI�6KDUHV�,VVXHG�DQG�2XWVWDQGLQJ � ����������� � ����������� � ����������� � ����������� � �����������
1HW�,QFRPH�3HU�6KDUH � � � � � � � � � � � � � � �
%DVLF � ������ � ������ � ������ � ������ � ������
'LOXWHG � ������ � ������ � ������ � ������ � ������
,7(0� ��� 0$1$*(0(17¶6� ',6&866,21� $1'� $1$/<6,6� 2)� ),1$1&,$/� &21',7,21� $1'� 5(68/76� 2)
23(5$7,216�

7KH� IROORZLQJ� PDQDJHPHQW¶V� GLVFXVVLRQ� DQG� DQDO\VLV� VKRXOG� EH� UHDG� LQ� FRQMXQFWLRQ� ZLWK� RXU� ILQDQFLDO� VWDWHPHQWV� DQG� WKH� QRWHV
WKHUHWR�DQG� WKH�RWKHU� ILQDQFLDO� LQIRUPDWLRQ�DSSHDULQJ�HOVHZKHUH� LQ� WKLV� UHSRUW�� ,Q�DGGLWLRQ� WR�KLVWRULFDO� LQIRUPDWLRQ�� WKH� IROORZLQJ
GLVFXVVLRQ� FRQWDLQV� FHUWDLQ� IRUZDUG�ORRNLQJ� LQIRUPDWLRQ�� 6HH� ³6SHFLDO� 1RWH� 5HJDUGLQJ� )RUZDUG� /RRNLQJ� 6WDWHPHQWV´� DERYH� IRU
FHUWDLQ� LQIRUPDWLRQ� FRQFHUQLQJ� WKRVH� IRUZDUG� ORRNLQJ� VWDWHPHQWV�� 2XU� ILQDQFLDO� VWDWHPHQWV� DUH� SUHSDUHG� LQ� 8�6�� GROODUV� DQG� LQ
DFFRUGDQFH�ZLWK�8QLWHG�6WDWHV�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�

2YHUYLHZ

:H� DUH� D� ELRSKDUPDFHXWLFDO� FRPSDQ\�� WKURXJK� RXU� LQGLUHFW� PDMRULW\�RZQHG� 35&� VXEVLGLDULHV�� 6KDQGRQJ� 7DLEDQJ� DQG� *XL]KRX
7DLEDQJ��DQG�RXU�PLQRULW\�RZQHG�35&�LQYHVWHH��+XLWLDQ��SULQFLSDOO\�HQJDJHG�LQ�WKH�UHVHDUFK��GHYHORSPHQW��PDQXIDFWXULQJ�DQG�VDOHV
RI� SODVPD�EDVHG�SKDUPDFHXWLFDO� SURGXFWV� LQ�&KLQD�� 6KDQGRQJ�7DLEDQJ�RSHUDWHV� IURP�RXU�PDQXIDFWXULQJ� IDFLOLW\� ORFDWHG� LQ�7DL¶DQ�
6KDQGRQJ�3URYLQFH�DQG�*XL]KRX�7DLEDQJ�RSHUDWHV�IURP�RXU�PDQXIDFWXULQJ�IDFLOLW\�ORFDWHG�LQ�*XL\DQJ�&LW\��*XL]KRX�3URYLQFH��2XU
PLQRULW\�RZQHG�LQYHVWHH��+XLWLDQ��RSHUDWHV�IURP�LWV�IDFLOLW\�LQ�6KDDQ[L�3URYLQFH��7KH�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�PDQXIDFWXULQJ
LQGXVWU\� LQ�&KLQD� LV� KLJKO\� UHJXODWHG� E\� ERWK� SURYLQFLDO� DQG� FHQWUDO� JRYHUQPHQWV��$FFRUGLQJO\�� WKH�PDQXIDFWXULQJ� SURFHVV� RI� RXU
SURGXFWV� LV�VWULFWO\�PRQLWRUHG�IURP�WKH� LQLWLDO�FROOHFWLRQ�RI�SODVPD�IURP�KXPDQ�GRQRUV� WR�ILQLVKHG�SURGXFWV��2XU�SULQFLSDO�SURGXFWV
LQFOXGH�RXU�DSSURYHG�KXPDQ�DOEXPLQ�DQG�LPPXQRJOREXOLQ�SURGXFWV�

:H� DUH� DSSURYHG� WR� VHOO� KXPDQ� DOEXPLQ�ZLWK� GRVDJHV� RI� ������PO�� ������PO�� ������PO�� ������PO�� ������PO�� ������PO� DQG
������PO�� +XPDQ� DOEXPLQ� LV� RXU� WRS�VHOOLQJ� SURGXFW�� 6DOHV� RI� WKHVH� KXPDQ� DOEXPLQ� SURGXFWV� UHSUHVHQWHG� DSSUR[LPDWHO\� ������
������DQG�������RI�RXU�WRWDO�VDOHV��UHVSHFWLYHO\��IRU�HDFK�RI�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������+XPDQ�DOEXPLQ�LV
SULQFLSDOO\� XVHG� WR� LQFUHDVH� EORRG� YROXPH� ZKLOH� LPPXQRJOREXOLQ�� RQH� RI� RXU� RWKHU� PDMRU� SURGXFWV�� LV� XVHG� IRU� FHUWDLQ� GLVHDVH
SUHYHQWLRQ� DQG� FXUHV�� 2XU� DSSURYHG� KXPDQ� DOEXPLQ� DQG� LPPXQRJOREXOLQ� SURGXFWV� XVH� KXPDQ� SODVPD� DV� WKH� EDVLF� UDZ�PDWHULDO�
$OEXPLQ�KDV�EHHQ�XVHG�IRU�DOPRVW����\HDUV�WR�WUHDW�FULWLFDOO\�LOO�SDWLHQWV�E\�UHSODFLQJ�ORVW�IOXLG�DQG�PDLQWDLQLQJ�DGHTXDWH�EORRG�YROXPH
DQG�SUHVVXUH��$OO�RI�RXU�SURGXFWV�DUH�SUHVFULSWLRQ�PHGLFLQHV�DGPLQLVWHUHG�LQ�WKH�IRUP�RI�LQMHFWLRQV�
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:H�VHOO�RXU�SURGXFWV�WR�FXVWRPHUV�LQ�WKH�35&��PDLQO\�KRVSLWDOV�DQG�LQRFXODWLRQ�FHQWHUV�GLUHFWO\�RU�WKURXJK�DSSURYHG�GLVWULEXWRUV��:H
XVXDOO\�VLJQ�VKRUW�WHUP�FRQWUDFWV�ZLWK�FXVWRPHUV�DQG�WKHUHIRUH�RXU�ODUJHVW�FXVWRPHUV�KDYH�FKDQJHG�RYHU�WKH�\HDUV��)RU�WKH�\HDUV�HQGHG
'HFHPEHU����������������DQG�������RXU�WRS���FXVWRPHUV�DFFRXQWHG�IRU�DSSUR[LPDWHO\��������������DQG��������UHVSHFWLYHO\��RI�RXU
WRWDO�VDOHV��$V�ZH�FRQWLQXH�WR�GLYHUVLI\�RXU�JHRJUDSKLF�SUHVHQFH��FXVWRPHU�EDVH�DQG�SURGXFW�PL[��ZH�H[SHFW�WKDW�RXU�ODUJHVW�FXVWRPHUV
ZLOO�FRQWLQXH�WR�FKDQJH�IURP�\HDU�WR�\HDU�

:H�RSHUDWH�DQG�PDQDJH�RXU�EXVLQHVV�DV�D�VLQJOH�VHJPHQW��:H�GR�QRW�DFFRXQW�IRU�WKH�UHVXOWV�RI�RXU�RSHUDWLRQV�RQ�D�JHRJUDSKLF�RU�RWKHU
EDVLV�

)LQDQFLDO�3HUIRUPDQFH�+LJKOLJKWV

7KH�IROORZLQJ�DUH�VRPH�ILQDQFLDO�KLJKOLJKWV�IRU�WKH�ILVFDO�\HDU�HQGHG�'HFHPEHU����������

6DOHV��6DOHV�LQFUHDVHG�E\��������������RU�������WR��������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP�������������
IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

*URVV�3URILW��*URVV�SURILW�LQFUHDVHG�E\�������������RU�������WR��������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP
�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������$V�D�SHUFHQWDJH�RI�VDOHV��JURVV�SURILW�GHFUHDVHG�E\������WR�������IRU
�����IURP�������IRU������

,QFRPH�IURP�RSHUDWLRQV��,QFRPH�IURP�RSHUDWLRQV�GHFUHDVHG�E\��������������RU��������WR�������������IRU�WKH�\HDU�HQGHG
'HFHPEHU�����������IURP�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

1HW� LQFRPH� DWWULEXWDEOH� WR� &RPSDQ\�� 1HW� LQFRPH� DWWULEXWDEOH� WR� &RPSDQ\� GHFUHDVHG� E\� ������������� RU� ������� WR
������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

)XOO\�GLOXWHG�QHW�LQFRPH�SHU�VKDUH��)XOO\�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�ZDV�������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������DV
FRPSDUHG�������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

x�

x�

x�

x�

x�

&ORVXUH�RI�3ODVPD�6WDWLRQV�LQ�*XL]KRX�3URYLQFH

2Q� -XO\� ���� ������ WKH� *XL]KRX� 3URYLQFLDO� +HDOWK� 'HSDUWPHQW� LVVXHG� WKH� UHYLVHG� ³3ODQ� IRU� *XL]KRX� 3URYLQFLDO� %ORRG� &ROOHFWLRQ
,QVWLWXWLRQDO�6HWWLQJ� �����������´��RU� WKH�³*XL]KRX�3ODQ´��ZKLFK� OLPLWV� WKH�QXPEHU�RI�FRXQWLHV� WKDW�DUH�SHUPLWWHG� WR�VHW�XS�SODVPD
FROOHFWLRQ�VWDWLRQV�LQ�*XL]KRX�3URYLQFH�WR�IRXU�FRXQWLHV��$V�D�UHVXOW�RI�WKH�LPSOHPHQWDWLRQ�RI�WKH�*XL]KRX�3ODQ��WKH�OLFHQVHV�RI�IRXU
DFWLYH�SODVPD�FROOHFWLRQ�VWDWLRQV�LQ�'DQ�=KDL��:HL�1LQJ��6DQ�6XL�DQG�1D�<RQJ�FRXQWLHV�RZQHG�E\�*XL]KRX�7DLEDQJ�ZHUH�QRW�UHQHZHG
DIWHU� WKHLU�UHVSHFWLYH�SODVPD�FROOHFWLRQ�SHUPLWV�H[SLUHG�DW� WKH�HQG�RI�-XO\�������7KH�OLFHQVHV�RI� LWV�SODVPD�FROOHFWLRQ�VWDWLRQV� LQ�3X
'LQJ�DQG�+XDQJ�3LQJ�FRXQWLHV��ORFDWLRQV�SHUPLWWHG�XQGHU�WKH�*XL]KRX�3ODQ��ZHUH�UHQHZHG�XQWLO�-XO\�����������7KHVH�IRXU�VWDWLRQV�LQ
'DQ�=KDL��:HL�1LQJ��6DQ�6XL�DQG�1D�<RQJ�FRXQWLHV�WRJHWKHU�DFFRXQWHG�IRU�DSSUR[LPDWHO\����������PRQWKV�RI�RSHUDWLRQ��DQG������
RI� RXU� WRWDO� SODVPD� FROOHFWLRQ� E\� YROXPH� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ����� DQG� ������ UHVSHFWLYHO\�� ,Q� DGGLWLRQ�� *XL]KRX
7DLEDQJ¶V�LQDFWLYH�SODVPD�FROOHFWLRQ�VWDWLRQ�LQ�*XL]KRX�3URYLQFH�WKDW�ZDV�SXUFKDVHG�IURP�WKH�JRYHUQPHQW�LQ������LV�XQOLNHO\�WR�EH
OLFHQVHG�DV�SODQQHG��EHFDXVH�LW�LV�LQ�=KHQJ\XDQ�&RXQW\��D�ORFDWLRQ�QRW�LQFOXGHG�LQ�WKH�*XL]KRX�3ODQ�

$V� D� UHVXOW� RI� WKH� FORVXUH� RI� WKH� DERYH� SODVPD� FROOHFWLRQ� VWDWLRQV�� FHUWDLQ� HTXLSPHQW�� RIILFH� IXUQLWXUH�� EXLOGLQJ� LPSURYHPHQW� DQG
SODVPD�FROOHFWLRQ�SHUPLWV�ZHUH�DEDQGRQHG�DQG�ZULWWHQ�RII�GXULQJ�WKH�WKLUG�TXDUWHU�RI�������7KH�ORVV�RQ�DEDQGRQPHQW�DQG�ZULWWHQ�RII
RI�WKHVH�ORQJ�OLYHG�DVVHWV�LV�VHW�IRUWK�EHORZ�

(TXLSPHQW � ���������
2IILFH�IXUQLWXUH � ��������
%XLOGLQJ�LPSURYHPHQW � ��������
3ODVPD�FROOHFWLRQ�SHUPLWV � ����������
7RWDO � �����������

)XUWKHUPRUH��ZH�ZURWH�RII����������RI�UDZ�PDWHULDO�SODVPD�WKDW�LV�H[SHFWHG�QRW�WR�TXDOLI\�IRU�SURGXFWLRQ�GXH�WR�WKH����GD\�TXDUDQWLQH
SHULRG�UXOHV�DV�WKHLU�VRXUFLQJ�SODVPD�VWDWLRQV�ZHUH�FORVHG�XQGHU�WKH�*XL]KRX�3ODQ�
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3ULQFLSDO�)DFWRUV�$IIHFWLQJ�RXU�)LQDQFLDO�3HUIRUPDQFH

7KH�IROORZLQJ�DUH�NH\�IDFWRUV�WKDW�DIIHFW�RXU�ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�DQG�ZH�EHOLHYH�WKHP�WR�EH�LPSRUWDQW�WR�WKH
XQGHUVWDQGLQJ�RI�RXU�EXVLQHVV�

5DZ�0DWHULDO�6XSSO\�DQG�3ULFHV

7KH�SULPDU\�UDZ�PDWHULDO�XVHG�LQ�WKH�SURGXFWLRQ�RI�RXU�DOEXPLQ�DQG�LPPXQRJOREXOLQ�SURGXFWV�LV�KXPDQ�SODVPD��&ROOHFWLRQ�RI�KXPDQ
SODVPD� LQ�&KLQD� LV� UHJXODWHG� DQG� XQWLO� ������ RQO\� OLFHQVHG� 3ODVPDSKHUHVLV� VWDWLRQV� RZQHG� DQG� RSHUDWHG� E\� WKH� JRYHUQPHQW� FRXOG
FROOHFW�KXPDQ�SODVPD��(DFK�FROOHFWLRQ�VWDWLRQ�ZDV�RQO\�DOORZHG�WR�VXSSO\�SODVPD�WR�WKH�RQH�PDQXIDFWXUHU�WKDW�KDV�VLJQHG�WKH�³4XDOLW\
5HVSRQVLELOLW\´�VWDWHPHQW�ZLWK�WKHP��7KH�SULFH�RI�KXPDQ�SODVPD�LV�QHJRWLDWHG�RQ�DQ�DQQXDO�EDVLV�DQG�LV�GHWHUPLQHG�E\�D�QXPEHU�RI
IDFWRUV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��WKH�FRVW�RI�RSHUDWLQJ�WKH�FROOHFWLRQ�VWDWLRQV��WKH�QXWULWLRQDO�VXSSOHPHQW�IHH�DZDUGHG�WR�WKH�GRQRUV
IRU�HDFK�GRQDWLRQ��DQG�WKH�DQWLFLSDWHG�YROXPH�RI�WRWDO�SODVPD�GRQDWHG��+RZHYHU��LQ�0DUFK�������WKH�0LQLVWU\�RI�+HDOWK�SURPXOJDWHG
FHUWDLQ� ³0HDVXUHV� RQ� 5HIRUPLQJ� 3ODVPD� &ROOHFWLRQ� 6WDWLRQV�´� RU� WKH� %ORRG� &ROOHFWLRQ� 0HDVXUHV�� ZKHUHE\� WKH� RZQHUVKLS� DQG
PDQDJHPHQW�RI�35&�SODVPD�VWDWLRQV�DUH�UHTXLUHG�WR�EH�WUDQVIHUUHG�WR�SODVPD�EDVHG�ELRSKDUPDFHXWLFDO�FRPSDQLHV�ZKLOH�WKH�UHJXODWRU\
VXSHUYLVLRQ� DQG� DGPLQLVWUDWLYH� FRQWURO� UHPDLQ�ZLWK� WKH�6WDWH�� 3ODVPD� VWDWLRQV� WKDW� GLG� QRW� FRPSOHWH� WKHLU� UHIRUP�E\�'HFHPEHU� ���
������ULVNHG�UHYRFDWLRQ�RI�WKHLU�OLFHQVH�WR�FROOHFW�SODVPD�

,Q�'HFHPEHU�������ZH�DFTXLUHG�ILYH�RI� WKH�VL[� WKHQ�H[LVWLQJ�SODVPD�VWDWLRQV� LQ�6KDQGRQJ�DQG�RQ�-DQXDU\���������ZH�REWDLQHG� WKH
SHUPLWV� WR�RSHUDWH� WKHVH�VWDWLRQV��7KHVH�DFTXLVLWLRQV�KDYH�DOORZHG�XV� WR�KDYH�D�GLUHFW� LQIOXHQFH�RQ�WKH�RSHUDWLRQ�RI� WKHVH�FROOHFWLRQ
VWDWLRQV�DQG�VHFXUH�D�VWDEOH�VRXUFH�RI�SODVPD�VXSSO\�IRU�SURGXFWLRQ��7KH�IRUHJRLQJ�DFTXLVLWLRQV��DV�ZHOO�DV�WKH�DFTXLVLWLRQ�RI�'DOLQ�DQG
LWV� LQGLUHFWO\�RZQHG�SODVPD�VWDWLRQV��KDYH�OHG�WR�DQ�LQFUHDVH�LQ�RXU�SODVPD�VXSSO\�IRU�SURGXFWLRQ�DQG�GLG�QRW�UHVXOW� LQ�DQ\�PDWHULDO
GLIIHUHQFHV�LQ�RXU�FRVW�VWUXFWXUH��'XH�WR�FXUUHQW�PDUNHW�FRQGLWLRQV��ZH�KDYH�JHQHUDOO\�EHHQ�DEOH�WR�SDVV�VXEVWDQWLDOO\�DOO�FRVW�LQFUHDVHV
LQ�UHFHQW�\HDUV�RQ�WR�RXU�FXVWRPHUV�

3ULFHV�RI�DQG�'HPDQG�IRU�2XU�3URGXFWV

7KH�GHPDQG�IRU�RXU�SURGXFWV�LV�ODUJHO\�DIIHFWHG�E\�WKH�JHQHUDO�HFRQRPLF�FRQGLWLRQV�LQ�&KLQD�EHFDXVH�WKH\�DUH�VWLOO�QRW�DIIRUGDEOH�WR
PDQ\� SDWLHQWV��$V� &KLQD¶V� HFRQRP\� JURZV�� ZH� H[SHFW� PRUH� &KLQHVH� SHRSOH� ZLOO� EHFRPH� FRQVXPHUV� RI� PHGLFDO� WUHDWPHQWV� DQG
SURFHGXUHV�� LQFOXGLQJ� SURFHGXUHV� UHTXLULQJ� KXPDQ� SODVPD��$� VLJQLILFDQW� LPSURYHPHQW� LQ� WKH� HFRQRPLF� HQYLURQPHQW� LQ�&KLQD�ZLOO
OLNHO\�LPSURYH�FRQVXPHU�LQFRPH�ZKLFK�LQ�WXUQ�ZRXOG�PDNH�RXU�SURGXFWV�PRUH�DIIRUGDEOH�DQG�FRQVHTXHQWO\�LQFUHDVH�WKH�GHPDQG�IRU
RXU�SURGXFWV��:H�KDYH�EHHQ�DEOH�WR�H[SDQG�RXU�SURGXFW�UDQJH�DQG�PDUNHWV�E\�LQWURGXFLQJ�QHZ�SURGXFWV�UHTXLUHG�E\�FXVWRPHUV��:H
EHOLHYH�WKDW�RXU�WHFKQLFDO�H[SHUWLVH�LV�LPSRUWDQW�LQ�LQWURGXFLQJ�SURGXFWV�WKDW�DUH�LQ�GHPDQG�

3URGXFWLRQ�&DSDFLW\

2XU�VDOHV�YROXPH�LV�OLPLWHG�E\�RXU�DQQXDO�SURGXFWLRQ�FDSDFLW\��$V�ZH�JURZ�RXU�EXVLQHVV�LQ�WKH�IXWXUH��RXU�DELOLW\�WR�IXOILOO�DGGLWLRQDO
DQG� ODUJHU� RUGHUV�ZLOO� GHSHQG�RQ� RXU� DELOLW\� WR� LQFUHDVH� RXU� SURGXFWLRQ� FDSDFLW\��2XU� SODQ� WR� H[SDQG�RXU� SURGXFWLRQ� FDSDFLW\�ZLOO
GHSHQG�RQ��LQWHU�DOLD��WKH�DYDLODELOLW\�RI�FDSLWDO�WR�PHHW�RXU�QHHGV�RI�H[SDQVLRQ�RU�XSJUDGLQJ�RI�SURGXFWLRQ�OLQHV��DQG�WKH�DYDLODELOLW\�RI
VWDEOH�SODVPD�VXSSO\�

$V�RI�'HFHPEHU�����������WKH�DJJUHJDWH�SURGXFWLRQ�FDSDFLW\�RI�6KDQGRQJ�7DLEDQJ�DQG�*XL]KRX�7DLEDQJ�ZDV�������PHWULF�WRQV�SHU
DQQXP��:H�HVWLPDWH�WKDW�WKH�SURGXFWLRQ�FDSDFLW\�RI�RXU�PDMRU�FRPSHWLWRUV�UDQJHV�IURP�����WRQV�WR�������WRQV�SHU�DQQXP��:H�EHOLHYH
WKDW�RXU�FXUUHQW�SURGXFWLRQ�FDSDFLW\�LV�VXIILFLHQW�WR�PHHW�WKH�FXUUHQW�GHPDQG�IRU�RXU�SURGXFWV�IRU�WKH�QH[W�WZR�\HDUV�

&RPSHWLWLRQ

:H� DUH� VXEMHFW� WR� LQWHQVH� FRPSHWLWLRQ�� 7KHUH� DUH� ERWK� ORFDO� DQG� RYHUVHDV� SKDUPDFHXWLFDO� HQWHUSULVHV� WKDW� DUH� HQJDJHG� LQ� WKH
PDQXIDFWXUH�DQG�VDOH�RI�SRWHQWLDO�VXEVWLWXWH�RU�VLPLODU�ELRSKDUPDFHXWLFDO�SURGXFWV�DV�RXU�SURGXFWV�LQ�WKH�35&��7KHVH�FRPSHWLWRUV�PD\
KDYH�PRUH�FDSLWDO��EHWWHU�UHVHDUFK�DQG�GHYHORSPHQW�UHVRXUFHV��PDQXIDFWXULQJ�DQG�PDUNHWLQJ�FDSDELOLW\�DQG�H[SHULHQFH�WKDQ�ZH�GR��,Q
RXU� LQGXVWU\�� ZH� FRPSHWH� EDVHG� XSRQ� SURGXFW� TXDOLW\�� SURGXFW� FRVW�� DELOLW\� WR� SURGXFH� D� GLYHUVH� UDQJH� RI� SURGXFWV� DQG� ORJLVWLFDO
FDSDELOLWLHV�

:H� EHOLHYH� WKDW�ZH� KDYH� VWUHQJWKHQHG� RXU� SRVLWLRQ� LQ� WKH�PDUNHWSODFH�ZLWK� RXU� DFTXLVLWLRQ� RI�'DOLQ� DQG� LWV� ����PDMRULW\�RZQHG
RSHUDWLQJ�VXEVLGLDU\��*XL]KRX�7DLEDQJ��DQG�D�����HTXLW\�LQWHUHVW�LQ�+XLWLDQ��D�;L¶DQ�EDVHG�ELRSKDUPDFHXWLFDO�FRPSDQ\�

2XU� SURILWDELOLW\� PD\� EH� DGYHUVHO\� DIIHFWHG� LI� �L�� FRPSHWLWLRQ� LQWHQVLILHV�� �LL�� FRPSHWLWRUV� GUDVWLFDOO\� UHGXFH� SULFHV�� �LLL�� 35&
JRYHUQPHQW¶V� LQWHUIHUHQFH� RQ� SULFHV�� RU� �LY�� FRPSHWLWRUV� GHYHORS� QHZ� SURGXFWV� RU� SURGXFW� VXEVWLWXWHV� ZLWK� FRPSDUDEOH� PHGLFLQDO
DSSOLFDWLRQV�RU�WKHUDSHXWLF�HIIHFWV�ZKLFK�DUH�PRUH�HIIHFWLYH�RU�OHVV�FRVWO\�WKDQ�WKRVH�SURGXFHG�E\�XV��3OHDVH�UHIHU�WR�,WHP����³%XVLQHVV
��&RPSHWLWLRQ´�IRU�PRUH�LQIRUPDWLRQ�UHJDUGLQJ�WKLV�IDFWRU��

��

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



7D[DWLRQ

&KLQD�%LRORJLF�LV�VXEMHFW�WR�8QLWHG�6WDWHV�WD[�DW�D�WD[�UDWH�RI������1R�SURYLVLRQ�IRU�LQFRPH�WD[HV�LQ�WKH�8QLWHG�6WDWHV�KDV�EHHQ�PDGH
DV�&KLQD�%LRORJLF�KDV�QR�WD[DEOH�LQFRPH�

7DLEDQJ�%LRORJLFDO�ZDV�LQFRUSRUDWHG�LQ�WKH�%9,��EXW�LV�QRW�VXEMHFW�WR�WD[DWLRQ�LQ�WKDW�MXULVGLFWLRQ�

7DLEDQJ�+ROGLQJV�ZDV�LQFRUSRUDWHG�LQ�+RQJ�.RQJ�DQG�XQGHU�WKH�FXUUHQW�ODZV�RI�+RQJ�.RQJ��DUH�VXEMHFW�WR�D�3URILWV�7D[�RI��������
+RZHYHU��QR�SURYLVLRQ�IRU�+RQJ�.RQJ�3URILWV�7D[�KDV�EHHQ�PDGH�DV�7DLEDQJ�+ROGLQJV�KDV�QR�WD[DEOH�LQFRPH�

$FFRUGLQJ�WR�WKH�35&¶V�FHQWUDO�JRYHUQPHQW�SROLF\��QHZ�RU�KLJK�WHFKQRORJ\�FRPSDQLHV�ZLOO�HQMR\�SUHIHUHQWLDO�WD[�WUHDWPHQW�RI�����
LQVWHDG�RI�����XQGHU�WKH�(,7�/DZ��,Q�)HEUXDU\�������6KDQGRQJ�7DLEDQJ�ZDV�JUDQWHG�WKH�+LJK�DQG�1HZ�7HFKQRORJ\�(QWHUSULVH�VWDWXV
ZKLFK�HQWLWOHG�LW�WR�D�����SUHIHUHQWLDO�LQFRPH�WD[�UDWH�IRU�D�SHULRG�RI�WKUHH�\HDUV�IURP������WR�������)XUWKHU��*XL]KRX�7DLEDQJ�ZDV
HQWLWOHG� WR� WKH� SUHIHUHQWLDO� LQFRPH� WD[� UDWH� RI� ����XQGHU� WKH� ���\HDU�:HVWHUQ�'HYHORSPHQW�7D[�&RQFHVVLRQ��ZKLFK� DOVR� HQGHG� LQ
������2Q�2FWREHU�����������6KDQGRQJ�7DLEDQJ�ZDV�LVVXHG�WKH�+LJK�DQG�1HZ�7HFKQRORJ\�(QWHUSULVH�TXDOLILFDWLRQ�IRU�DQ�DGGLWLRQDO
WKUHH�\HDUV�IURP������WR�������$FFRUGLQJ�WR�&DL6KXL�>����@�1R�����GDWHG�-XO\�����������TXDOLILHG�HQWHUSULVHV�ORFDWHG�LQ�WKH�ZHVWHUQ
UHJLRQV� RI� 35&� DUH� HQWLWOHG� WR� D� SUHIHUHQWLDO� LQFRPH� WD[� UDWH� RI� ���� HIIHFWLYH� UHWURDFWLYHO\� IURP� -DQXDU\� ��� ������0DQDJHPHQW
EHOLHYHV�*XL]KRX�7DLEDQJ�ZLOO�EH�WUHDWHG�DV�D�TXDOLILHG�HQWHUSULVH�ORFDWHG�LQ�WKH�ZHVWHUQ�UHJLRQV�DQG�WKHUHIRUH�EH�VXEMHFW�WR�LQFRPH�WD[
DW�D�SUHIHUHQWLDO�WD[�UDWH�RI�����IURP������WR�������6HH�,WHP���³%XVLQHVV�±�5HJXODWLRQ�±�7D[DWLRQ´�IRU�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH
(,7�/DZ�DQG�WD[�UHJXODWLRQV�DSSOLFDEOH�WR�RXU�35&�VXEVLGLDULHV��$OO�RWKHU�VXEVLGLDULHV�RI�WKH�&RPSDQ\�DUH�VXEMHFWHG�WR�WKH�UHJXODU
����WD[�UDWH�

5HVXOWV�RI�2SHUDWLRQV

&RPSDULVRQ�RI�)LVFDO�<HDUV�(QGHG�'HFHPEHU����������DQG�����

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�NH\�FRPSRQHQWV�RI�RXU�UHVXOWV�RI�RSHUDWLRQV�IRU�ILVFDO�\HDUV�HQGHG�'HFHPEHU����������DQG������
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6DOHV�� 2XU� WRWDO� VDOHV� LQFUHDVHG� E\� ������ RU� ������������� WR� ������������� IRU� WKH� \HDU� HQGHG�'HFHPEHU� ���� ������ FRPSDUHG� WR
�������������IRU�WKH�ILVFDO�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�LQ�VDOHV�GXULQJ������ZDV�SULPDULO\�DWWULEXWDEOH�WR�D�PL[�RI
SULFH�DQG�YROXPH�LQFUHDVHV�LQ�FHUWDLQ�RI�RXU�SODVPD�EDVHG�SURGXFWV��,Q�DGGLWLRQ��IRUHLJQ�H[FKDQJH�WUDQVODWLRQ�DFFRXQWHG�IRU������RI
WKH�VDOHV�LQFUHDVH�

0RVW� RI� RXU� DSSURYHG� SURGXFWV� UHFRUGHG� SULFH� LQFUHDVHV� UDQJLQJ� IURP� DSSUR[LPDWHO\� ����� WR� ������� H[FHSW� IRU� KXPDQ� WHWDQXV
LPPXQRJOREXOLQ� SURGXFWV�� ZKLFK� GHFUHDVHG� E\� DSSUR[LPDWHO\� ����� �� )RU� ����� DV� FRPSDUHG� WR� ������ WKH� DYHUDJH� SULFH� IRU� RXU
DSSURYHG�KXPDQ�DOEXPLQ�SURGXFWV��ZKLFK�FRQWULEXWHG�������WR�RXU�WRWDO�VDOHV��LQFUHDVHG�E\�DSSUR[LPDWHO\������DQG��H[FOXGLQJ�WKH
IRUHLJQ� H[FKDQJH� WUDQVODWLRQ� HIIHFW�� WKHLU� DYHUDJH� SULFH� LQ�50%� WHUP�GHFUHDVHG� E\� DSSUR[LPDWHO\� ������ WKH� DYHUDJH� SULFH� IRU� RXU
DSSURYHG�KXPDQ�KHSDWLWLV�%�LPPXQRJOREXOLQ�SURGXFWV��ZKLFK�FRQWULEXWHG������WR�RXU�WRWDO�VDOHV��LQFUHDVHG�E\�DSSUR[LPDWHO\�����
DQG��H[FOXGLQJ�WKH�IRUHLJQ�H[FKDQJH�WUDQVODWLRQ�HIIHFW��WKHLU�DYHUDJH�SULFH�LQ�50%�WHUP�GHFUHDVHG�VOLJKWO\�E\�DSSUR[LPDWHO\�������WKH
DYHUDJH�SULFH�IRU�RXU�DSSURYHG�KXPDQ�LPPXQRJOREXOLQ�IRU�LQWUDYHQRXV�LQMHFWLRQ��RU�,9,*�SURGXFWV��ZKLFK�FRQWULEXWHG�������WR�RXU
WRWDO�VDOHV��LQFUHDVHG�E\�DSSUR[LPDWHO\�������DQG�H[FOXGLQJ�WKH�IRUHLJQ�H[FKDQJH�WUDQVODWLRQ�HIIHFW��WKHLU�DYHUDJH�SULFH�LQ�50%�WHUP
LQFUHDVHG� E\� DSSUR[LPDWHO\� ������ WKH� DYHUDJH� SULFH� IRU� RXU� DSSURYHG� KXPDQ� UDELHV� LPPXQRJOREXOLQ� SURGXFWV�� ZKLFK� FRQWULEXWHG
�����WR�RXU�WRWDO�VDOHV��LQFUHDVHG�E\�DSSUR[LPDWHO\�������DQG��H[FOXGLQJ�WKH�IRUHLJQ�H[FKDQJH�WUDQVODWLRQ�HIIHFW��WKHLU�DYHUDJH�SULFH
LQ�50%� WHUP� LQFUHDVHG�E\� DSSUR[LPDWHO\������� DQG� WKH� DYHUDJH�SULFH� IRU� RXU� DSSURYHG�KXPDQ� WHWDQXV� LPPXQRJOREXOLQ�SURGXFWV�
ZKLFK�FRQWULEXWHG������WR�RXU�WRWDO�VDOHV��GHFUHDVHG�E\�DSSUR[LPDWHO\������DQG��H[FOXGLQJ�WKH�IRUHLJQ�H[FKDQJH�WUDQVODWLRQ�HIIHFW�
WKHLU�DYHUDJH�SULFH�LQ�50%�WHUP�GHFUHDVHG�E\�DSSUR[LPDWHO\��������7KH�JHQHUDO�SULFH�LQFUHDVH�RI�RXU�LPPXQRJOREXOLQ�SURGXFW�JURXS
ZDV�SULPDULO\�DWWULEXWDEOH�WR�WKH�FRQWLQXLQJ�VKRUWDJH�LQ�VXSSO\�RI�VXFK�SURGXFWV��ZKLOH�WKH�DYHUDJH�SULFH�GHFUHDVH�LQ�KXPDQ�DOEXPLQ
SURGXFWV�LQ�50%�WHUP�ZDV�PDLQO\�GXH�WR�WKH�FRQWLQXRXV�LQFUHDVH�LQ�WKH�LPSRUWHG�YROXPH�RI�WKLV�SURGXFW�GXULQJ�������7KH�VOLJKW�SULFH
GHFUHDVH�LQ�KXPDQ�KHSDWLWLV�%�LPPXQRJOREXOLQ�SURGXFWV�LQ�50%�WHUP�ZDV�PDLQO\�GXH�WR�RXU�SDUWLFLSDWLRQ�LQ�D�SXEOLF�KHDOWK�SURJUDP
VSRQVRUHG�E\�35&¶V�0LQLVWU\�RI�+HDOWK�EHQHILWLQJ�PLJUDQW�ZRUNHUV��7KH�VDOHV�SULFH�RI�WKLV�SXEOLF�KHDOWK�SURJUDP�LV�ORZHU�WKDQ�QRUPDO
UHWDLO�SULFH�LQ�RUGHU�WR�EHQHILW�PLJUDQW�ZRUNHUV��7KH�SULFH�GHFUHDVH�LQ�KXPDQ�WHWDQXV�LPPXQRJOREXOLQ�SURGXFWV�ZDV�SULPDULO\�WKH�UHVXOW
RI�WKH�LQFUHDVLQJO\�VDWXUDWHG�PDUNHW�

9ROXPH�LQ�VDOHV�IRU�RXU�KXPDQ�DOEXPLQ�DQG�KXPDQ�WHWDQXV�LPPXQRJOREXOLQ�SURGXFWV�LQFUHDVHG�E\�������DQG��������UHVSHFWLYHO\��IRU
����� DV� FRPSDUHG� WR�������9ROXPH� LQ� VDOHV� IRU� RXU� ,9,*��KXPDQ�KHSDWLWLV�%� LPPXQRJOREXOLQ� DQG�KXPDQ� UDELHV� LPPXQRJOREXOLQ
SURGXFWV�GHFUHDVHG�E\�������������DQG��������UHVSHFWLYHO\��IRU������DV�FRPSDUHG�WR�������$V�WKH�+DQG�)RRW�DQG�0RXWK�'LVHDVH��RU
+)0'��ZKLFK�WKH�RXWEXUVW�WRRN�SODFH�EHWZHHQ�$SULO�DQG�$XJXVW�LQ�������ZDV�QRW�DV�VHYHUH�LQ������DV�LQ�������WKH�VDOHV�YROXPH�RI
,9,*� GHFUHDVHG� VOLJKWO\� GXULQJ� ����� DV� FRPSDUHG� WR� ������ 7KH� VDOHV� YROXPH� RI� KXPDQ� KHSDWLWLV� %� LPPXQRJOREXOLQ� SURGXFWV
GHFUHDVHG� PDLQO\� GXH� WR� WKH� GHFUHDVH� LQ� GHPDQG� DV� WKH� QHZ� JRYHUQPHQW� SURJUDP� HPSKDVL]HV� RQ� DSSOLFDWLRQ� RI� WKH� SURGXFWV� RQ
QHZ�ERUQV�EXW�QRW�WKH�SUH�QDWDO�PRWKHUV��7KH�VDOHV�YROXPH�GHFUHDVH�LQ�KXPDQ�UDELHV�LPPXQRJOREXOLQ�SURGXFWV�ZDV�PDLQO\�GXH�WR�WKH
ODFN�RI� DYDLODELOLW\�RI�TXDOLILHG� UDZ�PDWHULDO� VXSSO\� IRU�K\SHU�LPPXQH� LPPXQRJOREXOLQ�SURGXFWV��:H�ZLOO� FRQWLQXH� WR�EDODQFH� WKH
VXSSO\�RI�UDZ�PDWHULDO�DQG�WKH�GHPDQG�RI�WKH�ILQLVKHG�SURGXFWV�IRU�K\SHU�LPPXQH�LPPXQRJOREXOLQ�SURGXFWV�

&RVW�RI�VDOHV��2XU�WRWDO�FRVW�RI�VDOHV�LQFUHDVHG�E\�������������RU��������WR�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP
������������ IRU� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ &RVW� RI� VDOHV� DV� D� SHUFHQWDJH� RI� WRWDO� VDOHV� ZDV� ������ IRU� WKH� \HDU� HQGHG
'HFHPEHU�����������DV�FRPSDUHG�WR�������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�LQ�FRVW�RI�VDOHV��DV�ZHOO�DV�WKH�LQFUHDVH
LQ�FRVW�RI�VDOHV�DV�D�SHUFHQWDJH�RI�VDOHV��ZDV�PDLQO\�GXH�WR�WKH�LQFUHDVH�LQ�VDOHV�DQG�WKH�LQFUHDVH�LQ�FRVW�RI�SODVPD�SDLG�WR�GRQRUV�DORQJ
ZLWK�D�FKDQJH�LQ�WKH�PL[�RI�SURGXFWV�WKDW�ZHUH�VROG�GXULQJ�������,Q�DQ�HIIRUW�WR�LQFUHDVH�SODVPD�FROOHFWLRQ�YROXPH�DQG�H[SDQG�RXU
GRQRU�EDVH��ZH�LQFUHDVHG�WKH�QXWULWLRQ�IHHV�SDLG�WR�GRQRUV�

*URVV�SURILW�DQG�JURVV�PDUJLQ��2XU�JURVV�SURILW�LQFUHDVHG�E\�������������RU�������WR��������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����
�����IURP��������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������$V�D�SHUFHQWDJH�RI�WRWDO�VDOHV��RXU�JURVV�PDUJLQ�GHFUHDVHG�E\������WR
������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP�������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�GHFUHDVH�LQ�JURVV�SURILW�PDUJLQ
ZDV�PDLQO\�GXH�WR�WKH�SULFH�GHFUHDVHV�LQ�FHUWDLQ�RI�RXU�SURGXFWV�DQG�KLJKHU�UDZ�PDWHULDO�FRVWV�DV�GLVFXVVHG�DERYH��ZKLFK�RXWSDFHG�WKH
SULFH�LQFUHDVHV�RI�RXU�RWKHU�SURGXFWV�

2SHUDWLQJ�H[SHQVHV��2XU�WRWDO�RSHUDWLQJ�H[SHQVHV�LQFUHDVHG�E\��������������RU���������WR�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU
����������IURP�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�ZDV�SULPDULO\�DWWULEXWDEOH�WR�D�JRRGZLOO�LPSDLUPHQW
ORVV�RI��������������D�ORVV�RQ�DEDQGRQPHQW�RI�ORQJ�OLYHG�DVVHWV�RI�������������DV�ZHOO�DV�D�������LQFUHDVH�LQ�RXU�VHOOLQJ�H[SHQVHV�DQG
D�������LQFUHDVH�LQ�RXU�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�GXULQJ�������$V�D�SHUFHQWDJH�RI�WRWDO�VDOHV��WRWDO�H[SHQVHV�LQFUHDVHG�E\
������WR�������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������IURP�������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������([FOXGLQJ�WKH�QRQ�FDVK
FKDUJH� IRU� LPSDLUPHQW�RI�JRRGZLOO� DQG� ORVV�RQ�DEDQGRQPHQW�RI� ORQJ�OLYHG�DVVHW�� WKH� WRWDO�RSHUDWLQJ�H[SHQVHV�ZDV��������������DQ
LQFUHDVH�RI��������������RU��������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DV�FRPSDUHG�WR�WKH�\HDU�HQGHG�'HFHPEHU����������

6HOOLQJ�H[SHQVHV��)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������RXU�VHOOLQJ�H[SHQVHV�LQFUHDVHG�WR��������������IURP������������IRU
WKH�\HDU�HQGHG�'HFHPEHU�����������DQ�LQFUHDVH�RI�������������RU���������$V�D�SHUFHQWDJH�RI�WRWDO�VDOHV��RXU�VHOOLQJ�H[SHQVHV�IRU�WKH
\HDU�HQGHG�'HFHPEHU����������LQFUHDVHG�E\�������WR�������IURP������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�LQ�VHOOLQJ
H[SHQVHV�ZDV� SULPDULO\� GXH� WR� RXU� LQFUHDVHG� SURPRWLRQDO� DQG� FRQIHUHQFH� DFWLYLWLHV� DV�ZH� FRQWLQXHG� RXU� HIIRUWV� LQ� H[SDQGLQJ� RXU
FXVWRPHU�EDVH�LQWR�KRVSLWDOV�DQG�LQRFXODWLRQ�FHQWHUV�WKURXJKRXW�WKH�35&�

*HQHUDO� DQG� DGPLQLVWUDWLYH� H[SHQVHV�� )RU� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ RXU� JHQHUDO� DQG� DGPLQLVWUDWLYH� H[SHQVHV
LQFUHDVHG� WR�������������� IURP������������� IRU� WKH�\HDU�HQGHG�'HFHPEHU�����������D�������������RU�������LQFUHDVH��*HQHUDO�DQG
DGPLQLVWUDWLYH�H[SHQVHV�DV�D�SHUFHQWDJH�RI�WRWDO�VDOHV�LQFUHDVHG�E\������WR�������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������IURP������
IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�ZDV�PDLQO\�GXH�WR�DQ�LQFUHDVH�LQ�H[SHQVHV
UHODWHG� WR� SD\UROO� DQG� HPSOR\HH� EHQHILWV�� DV� ZHOO� DV� DQ� LQFUHDVH� RI� DSSUR[LPDWHO\� ����� PLOOLRQ� LQ� QRQ�FDVK� HPSOR\HH� VWRFN
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FRPSHQVDWLRQ��ZKLFK�LV�RIIVHW�E\�WKH������PLOOLRQ�GHFUHDVH�LQ�OHJDO�H[SHQVHV��7KH�LQFUHDVH�LQ�SD\UROO�ZDV�PDLQO\�GXH�WR�JHQHUDO�VDODU\
LQFUHDVHV�LQ�WKH�RSHUDWLQJ�VXEVLGLDULHV�DQG�WKH�DGGLWLRQ�RI�RXU�QHZ�FRUSRUDWH�RIILFHV�LQ�%HLMLQJ�

��
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5HVHDUFK� DQG� GHYHORSPHQW� H[SHQVHV�� )RU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ����� DQG� ������ RXU� UHVHDUFK� DQG� GHYHORSPHQW
H[SHQVHV�ZHUH� ����������� DQG������������� UHVSHFWLYHO\�� DQ� LQFUHDVH� RI� ������������ RU� ������ ��$V� D� SHUFHQWDJH� RI� WRWDO� VDOHV�� RXU
UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������ZHUH������DQG�������UHVSHFWLYHO\��7KH�LQFUHDVH
LQ�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�ZDV�SULPDULO\�GXH�WR�WKH�LQFUHDVHG�FRVW�RI�SODVPD�XVHG�LQ�UHVHDUFK�DQG�WKH�FRVW�LQ�DSSO\LQJ�IRU
WKH�6)'$�DSSURYDO�RI�RXU�WZR�QHZ�SURGXFWV��'XH�WR�WKH�GHOD\�RI�WKH�6)'$�DSSURYDO�SURFHVV��ZH�H[SHFW�WR�UHFHLYH�WKH�DSSURYDO�IRU
WKHVH�WZR�QHZ�SURGXFWV�LQ�HDUO\������

,PSDLUPHQW� ORVV�RI� JRRGZLOO��)ROORZLQJ� WKH� FORVXUH�RI�SODVPD�FROOHFWLRQ� VWDWLRQV�RI�*XL]KRX�7DLEDQJ�GXH� WR� WKH� UHJXODWRU\
QRWLFH��ZH� UHYLVHG� RXU� HDUQLQJV� JXLGDQFH� IRU� WKH� \HDU� RI� ����� DQG� H[SHULHQFHG� LQFUHPHQWDO� GHFOLQH� LQ� RXU� VWRFN� SULFH� DQG�PDUNHW
FDSLWDOL]DWLRQ�LQ�WKH�WKLUG�TXDUWHU�RI�������7KH�RFFXUUHQFH�RI�WKHVH�HYHQWV�FDXVHG�XV�WR�EHOLHYH�WKDW�WKH�IDLU�YDOXH�RI�RXU�UHSRUWLQJ�XQLW
ZRXOG�PRUH�OLNHO\�WKDQ�QRW�EH�EHORZ�LWV�ERRN�YDOXH��7KHUHIRUH��ZH�SHUIRUPHG�D�WZR�VWHS�JRRGZLOO�LPSDLUPHQW�WHVW�DQG�FRQFOXGHG�WKDW�
IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������D�JRRGZLOO�LPSDLUPHQW�ORVV�RI�������������ZDV�UHFRJQL]HG�LQ�RXU�VLQJOH�UHSRUWLQJ�XQLW�VLQFH
WKH� FDUU\LQJ� DPRXQW�RI� WKH� UHSRUWLQJ�XQLW�ZDV�JUHDWHU� WKDQ� WKH� IDLU� YDOXH�RI� WKH� UHSRUWLQJ�XQLW� �DV�GHWHUPLQHG�EDVHG�RQ� WKH�TXRWHG
PDUNHW�SULFH��DQG�WKH�FDUU\LQJ�DPRXQW�RI�WKH�UHSRUWLQJ�XQLW�JRRGZLOO�H[FHHGHG�WKH�LPSOLHG�IDLU�YDOXH�RI�WKDW�JRRGZLOO�

/RVV�RQ�DEDQGRQPHQW�DQG�ZULWH�RII�RI�ORQJ�OLYHG�DVVHWV��$V�D�UHVXOW�RI�WKH�FORVXUH�RI�WKH�SODVPD�FROOHFWLRQ�VWDWLRQV�RI�*XL]KRX
7DLEDQJ�� FHUWDLQ� HTXLSPHQW�� RIILFH� IXUQLWXUH�� EXLOGLQJ� LPSURYHPHQW� DQG� SODVPD� FROOHFWLRQ� SHUPLWV� ZHUH� DEDQGRQHG� RU� ZULWWHQ� RII
GXULQJ�WKH�WKLUG�TXDUWHU�RI�������/RVV�RQ�DEDQGRQPHQW�RI�*XL]KRX�7DLEDQJ¶V�ORQJ�OLYHG�DVVHWV�RI������������ZDV�UHFRJQL]HG�LQ�WKH
\HDU�HQGHG�'HFHPEHU����������

&KDQJH� LQ� IDLU� YDOXH� RI� GHULYDWLYH� OLDELOLWLHV�� 7KH� HPEHGGHG� GHULYDWLYHV� �LQFOXGLQJ� WKH� FRQYHUVLRQ� RSWLRQ�� LQ� RXU� VHQLRU� VHFXUHG
FRQYHUWLEOH�QRWHV�DQG�ZDUUDQWV�WKDW�ZHUH�LVVXHG�LQ�-XQH������DUH�FODVVLILHG�DV�GHULYDWLYH�OLDELOLWLHV�FDUULHG�DW�IDLU�YDOXH��)RU�WKH�\HDU
HQGHG� 'HFHPEHU� ���� ������ ZH� UHFRJQL]HG� D� JDLQ� IURP� WKH� FKDQJH� LQ� WKH� IDLU� YDOXH� RI� GHULYDWLYH� OLDELOLWLHV� LQ� WKH� DPRXQW� RI
�������������DV�FRPSDUHG�WR�D�ORVV�LQ�WKH�DPRXQW�RI������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�JDLQ�IURP�WKH�FKDQJH�LQ
WKH�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV�LQ������LV�PDLQO\�GXH�WR�D�GHFUHDVH�LQ�WKH�SULFH�RI�RXU�FRPPRQ�VWRFN�IURP��������SHU�VKDUH�DV�RI
'HFHPEHU����������WR��������SHU�VKDUH�DV�RI�'HFHPEHU�����������7KH�FRQYHUWLEOH�QRWHV�KDYH�EHHQ�IXOO\�FRQYHUWHG�DV�RI�'HFHPEHU����
������)XWXUH�FKDQJHV�LQ�WKH�PDUNHW�SULFH�RI�RXU�FRPPRQ�VWRFN�FRXOG�FDXVH�WKH�IDLU�YDOXH�RI�WKH�ZDUUDQWV�WR�FKDQJH�VLJQLILFDQWO\�LQ
IXWXUH�SHULRGV�

,QWHUHVW�H[SHQVH��LQFRPH���2XU�LQWHUHVW�H[SHQVH�LQFUHDVHG�E\������������WR������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP
����������� IRU� WKH� \HDU� HQGHG�'HFHPEHU� ���� ������2XU� LQWHUHVW� LQFRPH� LQFUHDVHG� E\� ��������� WR� ����������� IRU� WKH� \HDU� HQGHG
'HFHPEHU�����������IURP����������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�LQ�LQWHUHVW�H[SHQVH�ZDV�SULPDULO\�GXH�WR�WKH
HIIHFWLYH�LQWHUHVW�FKDUJHV�RQ�RXU�FRQYHUWLEOH�QRWHV�RI������������DQG�������������UHVSHFWLYHO\��IRU�WKH�\HDUV�HQGHG�'HFHPEHU���������
DQG�������$V�RI�'HFHPEHU����������� WKH�FRQYHUWLEOH�QRWHV�KDG�EHHQ� IXOO\�FRQYHUWHG�DQG� WKHUHIRUH�� LQWHUHVW� H[SHQVH� LV� H[SHFWHG� WR
GHFUHDVH�

,QFRPH�WD[�H[SHQVH��2XU�SURYLVLRQ�IRU�LQFRPH�WD[HV�GHFUHDVHG�E\�������������RU��������WR�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU
���������� IURP�������������IRU� WKH�\HDU�HQGHG�'HFHPEHU�����������2XU�HIIHFWLYH� LQFRPH� WD[� UDWHV�ZHUH�������DQG�������IRU� WKH
\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��7KH�LQFUHDVH�RI�WKH�HIIHFWLYH�LQFRPH�WD[�UDWH�ZDV�PDLQO\�DWWULEXWDEOH�WR�WKH
QRQ�GHGXFWLEOH�LPSDLUPHQW�ORVV�RI�JRRGZLOO�DQG�ORVV�RQ�DEDQGRQPHQW�DQG�ZULWH�RII�RI�ORQJ�OLYHG�DVVHWV�

1HW�LQFRPH�DWWULEXWDEOH�WR�&RPSDQ\��2XU�QHW�LQFRPH�DWWULEXWDEOH�WR�&RPSDQ\�GHFUHDVHG�E\��������������RU��������WR������������
IRU�WKH�\HDU�HQGHG�'HFHPEHU����������IURP�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������1HW�LQFRPH�DWWULEXWDEOH�WR�&RPSDQ\
DV�D�SHUFHQWDJH�RI�WRWDO�VDOHV�ZDV�������DQG�������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��DV�D�UHVXOW�RI�WKH
FXPXODWLYH�HIIHFW�RI�WKH�IRUHJRLQJ�IDFWRUV�

��
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&RPSDULVRQ�RI�)LVFDO�<HDUV�(QGHG�'HFHPEHU����������DQG�����

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�NH\�FRPSRQHQWV�RI�RXU�UHVXOWV�RI�RSHUDWLRQV�IRU�ILVFDO�\HDUV�HQGHG�'HFHPEHU����������DQG������

� � <HDU�(QGHG � � � � � �
� � 'HFHPEHU���� � � ,QFUHDVH � � ,QFUHDVH �
� � ���� � � ���� � � �'HFUHDVH� � � �'HFUHDVH� �
6$/(6� � � � � � � � � � � � �
�����������([WHUQDO�FXVWRPHUV � ������������� � ������������ � ������������ � ������
�����������5HODWHG�SDUW\ � ���������� � �������� � �������� � ������
7RWDO�VDOHV � ������������ � ������������ � ����������� � ������
&267�2)�6$/(6� � � � � � � � � � � � �
�����������([WHUQDO�FXVWRPHUV � ����������� � ����������� � ���������� � ������
�����������5HODWHG�SDUW\ � �������� � ������� � ������� � �������
7RWDO�FRVW�RI�VDOHV � ����������� � ����������� � ���������� � ������
*5266�352),7 � ������������ � ����������� � ����������� � ������
23(5$7,1*�(;3(16(6� � � � � � � � � � � � �
�����������6HOOLQJ�H[SHQVHV � ���������� � ���������� � ���������� � �������
�����������*HQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV � ����������� � ����������� � ���������� � ������
�����������5HVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV � ���������� � ���������� � �������� � ������
7RWDO�RSHUDWLQJ�H[SHQVHV � ����������� � ����������� � ���������� � ������
,1&20(�)520�23(5$7,216 � ����������� � ����������� � ���������� � ������
27+(5�,1&20(���(;3(16(6�� � � � � � � � � � � � �
�����������(TXLW\�LQ�LQFRPH�RI�HTXLW\�PHWKRG�LQYHVWHH � ���������� � �������� � �������� � ������
�����������&KDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV � ����������� � ������������ � ����������� � �������
�����������,QWHUHVW�H[SHQVH � ����������� � ����������� � ���������� � �������
�����������,QWHUHVW�LQFRPH � �������� � �������� � �������� � ������
�����������2WKHU�LQFRPH��QHW � ���������� � �������� � �������� � ������
7RWDO�RWKHU�H[SHQVHV��QHW � ����������� � ������������ � ����������� � �������
($51,1*6�%()25(�,1&20(�7$;�(;3(16( � ����������� � ����������� � ����������� � �������
,1&20(�7$;�(;3(16(6 � ����������� � ����������� � ���������� � ������
1(7�,1&20( � ������������ � ������������ � ������������ � �������
�����������/HVV��1HW�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVW � ����������� � ����������� � ���������� � ������
1(7�,1&20(�$775,%87$%/(�72�&203$1< � ������������ � ����������� � ������������ � ��������

6DOHV��2XU� WRWDO� VDOHV� LQFUHDVHG� E\� ������������� RU� ������� WR� ������������� IRU� WKH� \HDU� HQGHG�'HFHPEHU� ���� ������ FRPSDUHG� WR
������������� IRU� WKH� \HDU� HQGHG�'HFHPEHU� ���� ������ 7KH� LQFUHDVH� LQ� VDOHV� GXULQJ� ILVFDO� \HDU� ����� LV� SULPDULO\� DWWULEXWDEOH� WR� D
JHQHUDO� LQFUHDVH� LQ� WKH� SULFH� DQG� YROXPH� RI� SODVPD� EDVHG� SURGXFWV��$PRQJ� WKH� IDFWRUV� WKDW� FRQWULEXWHG� WR� WKH� JURZWK� LQ� UHYHQXH�
IRUHLJQ�H[FKDQJH�WUDQVODWLRQ�DFFRXQWHG�IRU������RI�WKH�LQFUHDVH�

0RVW�RI�RXU�DSSURYHG�SURGXFWV�UHFRUGHG�SULFH�LQFUHDVHV�UDQJLQJ�IURP�������WR���������H[FHSW�IRU�KXPDQ�DOEXPLQ�SURGXFWV��ZKLFK
GHFUHDVHG�E\��������7KH�GHFUHDVH�LQ�WKH�SULFH�RI�KXPDQ�DOEXPLQ�LQ������LV�SULPDULO\�GXH�WR�WKH�LQFUHDVHG�YROXPH�RI�LPSRUWHG�KXPDQ
DOEXPLQ�SURGXFWV�LQ�WKH�35&�PDUNHW�GXULQJ�WKH�SHULRG��:H�H[SHFW�WKDW�WKLV�WUHQG�PD\�FRQWLQXH�DV�ORQJ�DV�WKH�YROXPH�RI�WKH�LPSRUWHG
KXPDQ� DOEXPLQ� SURGXFWV� FRQWLQXHV� WR� JURZ�� )RU� ����� DV� FRPSDUHG� WR� ������ WKH� DYHUDJH� SULFH� IRU� RXU� DSSURYHG� KXPDQ� DOEXPLQ
SURGXFWV��ZKLFK�FRQWULEXWHG�������WR�RXU�WRWDO�VDOHV��GHFUHDVHG�������WKH�DYHUDJH�SULFH�IRU�RXU�DSSURYHG�KXPDQ�LPPXQRJOREXOLQ�IRU
LQWUDYHQRXV�LQMHFWLRQ��ZKLFK�FRQWULEXWHG�������WR�RXU�WRWDO�VDOHV��LQFUHDVHG��������WKH�DYHUDJH�SULFH�IRU�RXU�DSSURYHG�KXPDQ�WHWDQXV
LPPXQRJOREXOLQ�� ZKLFK� FRQWULEXWHG� ����� WR� RXU� WRWDO� VDOHV�� LQFUHDVHG� ������� WKH� DYHUDJH� SULFH� IRU� RXU� DSSURYHG� KXPDQ� UDELHV
LPPXQRJOREXOLQ��ZKLFK�FRQWULEXWHG������WR�RXU�WRWDO�VDOHV��LQFUHDVHG��������DQG�WKH�DYHUDJH�SULFH�IRU�RXU�DSSURYHG�KXPDQ�KHSDWLWLV
%�LPPXQRJOREXOLQ��ZKLFK�FRQWULEXWHG������WR�RXU�WRWDO�VDOHV�� LQFUHDVHG����������7KH�SULFH�LQFUHDVH�RI�RXU�SURGXFWV�ZDV�SULPDULO\
DWWULEXWDEOH� WR� WKH�FRQWLQXLQJ�VKRUWDJH� LQ�VXSSO\�RI� WKH�SODVPD�EDVHG�SURGXFWV��:H�ZHUH�DEOH� WR�DGMXVW�RXU�SURGXFWLRQ�SODQ� WR� WDNH
DGYDQWDJH�RI�WKH�OLPLWHG�PDUNHW�VXSSO\�RI�SODVPD�UHVRXUFHV�WR�UHDOL]H�KLJKHU�SURILW�PDUJLQV�

9ROXPH� LQ� VDOHV� IRU� RXU� KXPDQ� DOEXPLQ�� KXPDQ� KHSDWLWLV�%� LPPXQRJOREXOLQ�� KXPDQ� UDELHV� LPPXQRJOREXOLQ� SURGXFWV� DQG� KXPDQ
WHWDQXV�LPPXQRJOREXOLQ�SURGXFWV�LQFUHDVHG�E\��������������������DQG��������UHVSHFWLYHO\��IRU������DV�FRPSDUHG�WR�������9ROXPH
LQ�VDOHV�IRU�RXU�KXPDQ�LPPXQRJOREXOLQ�IRU�LQWUDYHQRXV�LQMHFWLRQ�GHFUHDVHG�E\�������EHFDXVH�LQ������WKH�PDUNHW�GHPDQG�IRU�KXPDQ
LPPXQRJOREXOLQ� IRU� LQWUDYHQRXV� LQMHFWLRQ� LQFUHDVHG� GXH� WR� WKH� RXWEUHDN� RI� KDQG�IRRW�PRXWK� GLVHDVH� DQG� WKH� SULFH� RI� KXPDQ
LPPXQRJOREXOLQ� IRU� LQWUDYHQRXV� LQMHFWLRQ� ZDV� DOVR� PXFK� HQKDQFHG��$V� D� UHVXOW�� ZH� XVHG� WKH� ODUJH� DPRXQW� RI� )DFWRU� ,,�,,,�� WKH
PDWHULDO�VHJUHJDWHG�IURP�SODVPD�DQG�UHVWRUHG�VHSDUDWHO\�ZKHQ�PDNLQJ�FHQWUDOL]HG�SURGXFWLRQ�RI�KXPDQ�DOEXPLQ�LQ�������WR�SURGXFH
DQG�VHOO�KLJK�YROXPH�RI�KXPDQ�LPPXQRJOREXOLQ�IRU�LQWUDYHQRXV�LQMHFWLRQ�LQ�������7KH�YROXPH�LQ�VDOHV�IRU�KXPDQ�LPPXQRJOREXOLQ�IRU
LQWUDYHQRXV�LQMHFWLRQ�GHFUHDVHG�WR�D�FRPSDUDWLYHO\�QRUPDO�OHYHO�LQ������

��
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&RVW�RI�VDOHV��2XU�WRWDO�FRVW�RI�VDOHV�LQFUHDVHG�E\�������������RU��������WR�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP
������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������&RVW�RI�VDOHV�DV�D�SHUFHQWDJH�RI�VDOHV�ZDV�������IRU�WKH�\HDU�HQGHG�'HFHPEHU����
������DV�FRPSDUHG�WR�������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�LQ�FRVW�RI�VDOHV�LV�GXH�WR�WKH�LQFUHDVH�LQ�VDOHV��ZKLOH
WKH�GHFUHDVH�LQ�FRVW�RI�VDOHV�DV�D�SHUFHQWDJH�RI�VDOHV�LV�GXH�WR�D�FKDQJH�LQ�WKH�PL[�RI�SURGXFWV��DV�ZHOO�DV�WKH�SULFH�LQFUHDVH�LQ�PRVW�RI
WKH�SURGXFWV�WKDW�ZHUH�VROG�GXULQJ������

*URVV�SURILW�DQG�JURVV�PDUJLQ��2XU�JURVV�SURILW�LQFUHDVHG�E\��������������RU��������WR��������������IRU�WKH�\HDU�HQGHG�'HFHPEHU
���������IURP�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������$V�D�SHUFHQWDJH�RI�WRWDO�VDOHV��RXU�JURVV�SURILW�LQFUHDVHG�E\�����
WR�������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP�������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�LQ�JURVV�SURILW�LV
GXH�PDLQO\�WR�LQFUHDVHV�LQ�WKH�VHOOLQJ�SULFH�DQG�VDOHV�YROXPH�RI�RXU�SURGXFWV�GXULQJ�������DV�FRPSDUHG�WR������

2SHUDWLQJ�H[SHQVHV��2XU�WRWDO�RSHUDWLQJ�H[SHQVHV�LQFUHDVHG�E\�������������RU��������WR�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU
����������IURP�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�LQFUHDVH�ZDV�SULPDULO\�DWWULEXWDEOH�WR�D�������LQFUHDVH�LQ�RXU
UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV��D��������LQFUHDVH�LQ�RXU�VHOOLQJ�H[SHQVH�DQG�DQ�������LQFUHDVH�LQ�RXU�JHQHUDO�DQG�DGPLQLVWUDWLYH
H[SHQVHV�GXULQJ�������$V�D�SHUFHQWDJH�RI� WRWDO�VDOHV�� WRWDO�H[SHQVHV� LQFUHDVHG�E\������WR�������IRU� WKH�\HDU�HQGHG�'HFHPEHU����
�����IURP�������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

6HOOLQJ�H[SHQVHV��)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������RXU�VHOOLQJ�H[SHQVHV�LQFUHDVHG�WR�������������IURP������������IRU�WKH�\HDU
HQGHG�'HFHPEHU�����������DQ� LQFUHDVH�RI�������������RU����������$V�D�SHUFHQWDJH�RI� WRWDO�VDOHV��RXU�VHOOLQJ�H[SHQVHV�IRU� WKH�\HDU
HQGHG�'HFHPEHU���������� LQFUHDVHG�E\������� WR������� IURP������IRU� WKH�\HDU�HQGHG�'HFHPEHU�����������7KH� LQFUHDVH� LQ� VHOOLQJ
H[SHQVHV� LV� SULPDULO\�GXH� WR� DQ� LQFUHDVH� LQ�RXU�SURPRWLRQDO� DQG� FRQIHUHQFH� DFWLYLWLHV� DV�ZH� FRQWLQXH�RXU� HIIRUWV� LQ� H[SDQGLQJ�RXU
FXVWRPHU�EDVH�LQWR�KRVSLWDO�DQG�LQRFXODWLRQ�FHQWHUV�WKURXJKRXW�WKH�35&�

*HQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV��)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������RXU�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�LQFUHDVHG�WR
�������������IURP�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������D�������������RU�������LQFUHDVH��*HQHUDO�DQG�DGPLQLVWUDWLYH
H[SHQVHV�DV�D�SHUFHQWDJH�RI�WRWDO�VDOHV�LQFUHDVHG�E\������WR�������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������IURP�������IRU�WKH�\HDU
HQGHG�'HFHPEHU�����������7KH� LQFUHDVH� LQ�JHQHUDO� DQG�DGPLQLVWUDWLYH� H[SHQVHV� LV�SULPDULO\�GXH� WR� WKH� LQFUHDVHV� LQ� OHJDO� H[SHQVH�
QRQ�FDVK�HPSOR\HH�FRPSHQVDWLRQ��WUDYHO�DQG�JHQHUDO�RIILFH�H[SHQVHV�DV�ZH�FRQWLQXH�WR�RXU�HIIRUWV�WR�LQWHJUDWH�RXU�WZR�PDLQ�RSHUDWLQJ
HQWLWLHV��DV�ZHOO�DV�DQG�LQYHQWRU\�DOORZDQFH��ZKLFK�ZHUH�RIIVHW�E\�WKH�GHFUHDVH�LQ�SD\UROO��7KH�LQFUHDVH�LQ�OHJDO�H[SHQVH�LV�GXH�WR�WKH
��������� VHWWOHPHQW� RI� D� ODZ� VXLW� ZLWK�+HQDQ�;LQWDL� DQG� WKH� ����������� VHWWOHPHQW� RI� D� ODZ� VXLW� ZLWK� 6LQ�.\XQJ�<H�� 1RQ�FDVK
HPSOR\HH�FRPSHQVDWLRQ�IRU�WKH�ILVFDO�\HDU�HQGHG�'HFHPEHU����������LQFUHDVHG�E\������������WR�������������IURP���������IRU������
DV�D�UHVXOW�RI�WKH�DPRUWL]DWLRQ�RI�WKH�JUDQW�RI�VWRFN�RSWLRQV�WR�RXU�VHQLRU�PDQDJHPHQW�VWDII�LQ�-DQXDU\��)HEUXDU\�DQG�-XO\�RI������

5HVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������RXU�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�ZHUH
����������� DQG� ������������ UHVSHFWLYHO\�� DQ� LQFUHDVH� RI� ���������� RU� ������ �� $V� D� SHUFHQWDJH� RI� WRWDO� VDOHV�� RXU� UHVHDUFK� DQG
GHYHORSPHQW�H[SHQVHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������ZHUH������DQG�������UHVSHFWLYHO\��7KH�LQFUHDVH�LQ�UHVHDUFK
DQG�GHYHORSPHQW�H[SHQVHV�LV�SULPDULO\�GXH�WR�WKH�FRVW�DVVRFLDWHG�ZLWK�WKH�GHYHORSPHQW�RI�WZR�QHZ�SURGXFWV�WKDW�DUH�DW�WKH�HQG�RI�WKHLU
UHVSHFWLYH�GHYHORSPHQW�VWDJH�

&KDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������ZH�UHFRJQL]HG�D�ORVV�RQ�WKH�FKDQJH�LQ
WKH�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV�RI������������DQG��������������UHVSHFWLYHO\��7KH�UHFRJQL]HG�ORVV�RQ�WKH�FKDQJH�LQ�WKH�IDLU�YDOXH
IRU�WKH�\HDU�HQGHG�'HFHPEHU����������LV�PDLQO\�GXH�WR�RXU�VWRFN�SULFH�LQFUHDVH�IURP��������WR���������ZKLFK�LQFUHDVHG�WKH�IDLU�YDOXH
RI�GHULYDWLYH�LQVWUXPHQWV��DV�RI�'HFHPEHU����������DQG�'HFHPEHU�����������UHVSHFWLYHO\�

,QWHUHVW�H[SHQVH��LQFRPH���QHW��2XU�LQWHUHVW�H[SHQVH�GHFUHDVHG�E\������������WR������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������
IURP������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������2XU�LQWHUHVW�LQFRPH�LQFUHDVHG�E\����������WR����������IRU�WKH�\HDU�HQGHG
'HFHPEHU�����������IURP����������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�GHFUHDVH�LQ�LQWHUHVW�H[SHQVH�LV�SULPDULO\�GXH�WR�RXU
SD\PHQW�RI�D�UHODWHG�SDUW\�ORDQ�UHODWHG�WR�WKH�DFTXLVLWLRQ�RI�'DOLQ�LQ�WKH�VHFRQG�TXDUWHU�RI������DQG�FRQYHUVLRQ�RI������PLOOLRQ�RI�RXU
RXWVWDQGLQJ�FRQYHUWLEOH�QRWHV�LQ������DQG������

,QFRPH�WD[�H[SHQVH��2XU�SURYLVLRQ�IRU�LQFRPH�WD[HV�LQFUHDVHG�������������RU��������WR�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����
������ IURP������������� IRU� WKH�\HDU�HQGHG�'HFHPEHU�����������2XU�HIIHFWLYH� WD[� UDWH� IRU� WKH�\HDU�HQGHG�'HFHPEHU����������ZDV
�������DQG�HIIHFWLYH�WD[�UDWH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������ZDV���������7KH�GHFUHDVH�LQ�HIIHFWLYH�WD[�UDWH�LV�PDLQO\�GXH�WR�WKH
GHFUHDVH�RI�������PLOOLRQ� LQ� FKDQJH� LQ� IDLU� YDOXH�RI�GHULYDWLYH� OLDELOLWLHV� WKDW� LV� QRW� WD[�GHGXFWLEOH��$PRQJ� WKH� LQFUHDVH� LQ� LQFRPH
WD[HV�������PLOOLRQ� LV�GXH� WR� WKH�GLYLGHQG� WD[� LPSRVHG�E\�35&� WD[�DXWKRULWLHV�RQ�GLYLGHQGV�GLVWULEXWHG�E\�RXU� WZR�PDLQ�RSHUDWLQJ
HQWLWLHV�WR�7DLEDQJ�%LRORJLFDO�GXULQJ������

1HW�LQFRPH�DWWULEXWDEOH�WR�&RPSDQ\��2XU�QHW�LQFRPH�DWWULEXWDEOH�WR�&RPSDQ\�LQFUHDVHG�E\��������������RU����������WR������������
IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������IURP������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������1HW�LQFRPH�DV�D�SHUFHQWDJH�RI�WRWDO
VDOHV�ZDV�������DQG������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��DV�D�UHVXOW�RI�WKH�FXPXODWLYH�HIIHFW�RI�WKH
IRUHJRLQJ�IDFWRUV�

��
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/LTXLGLW\�DQG�&DSLWDO�5HVRXUFHV

7R�GDWH��ZH�KDYH�ILQDQFHG�RXU�RSHUDWLRQV�SULPDULO\�WKURXJK�FDVK�IORZV�IURP�RSHUDWLRQV��DXJPHQWHG�E\�VKRUW�WHUP�EDQN�ERUURZLQJV
DQG�HTXLW\�FRQWULEXWLRQV�E\�RXU�VWRFNKROGHUV��$V�RI�'HFHPEHU�����������ZH�KDG�������������LQ�FDVK��SULPDULO\�FRQVLVWLQJ�RI�FDVK�RQ
KDQG�DQG�GHPDQG�GHSRVLWV�

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�D�VXPPDU\�RI�RXU�FDVK�IORZV�IRU�WKH�SHULRGV�LQGLFDWHG�

&DVK�)ORZ
�DOO�DPRXQWV�LQ�8�6��GROODUV�

� � <HDU�(QGHG�'HFHPEHU���� �
� � ���� � � ���� � � ���� �
1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV � ����������� � ����������� � �����������
1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV � ����������� � ������������ � �����������
1HW�FDVK�SURYLGHG�E\��XVHG�LQ��ILQDQFLQJ�DFWLYLWLHV � ������������ � ������������ � ����������
(IIHFWV�RI�H[FKDQJH�UDWH�FKDQJH�LQ�FDVK � ���������� � ���������� � �������
1HW�LQFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV � ����������� � ����������� � �����������
&DVK�DQG�FDVK�HTXLYDOHQWV�DW�EHJLQQLQJ�RI�WKH�\HDU � ����������� � ����������� � ����������
&DVK�DQG�FDVK�HTXLYDOHQW�DW�HQG�RI�WKH�\HDU � ����������� � ����������� � �����������

2SHUDWLQJ�$FWLYLWLHV

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�ZDV�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������DV�FRPSDUHG�WR�������������DQG
�����������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������
RXU�QHW�LQFRPH�ZDV��������������������������DQG��������������UHVSHFWLYHO\��2XU�QHW�QRQ�FDVK�RSHUDWLQJ�H[SHQVH�ZDV�������������
������������DQG��������������UHVSHFWLYHO\��IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������

$PRQJ� WKH� QRQ�FDVK� RSHUDWLQJ� LWHPV� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ���������� DQG� ������ RXU� GHSUHFLDWLRQ� DQG� DPRUWL]DWLRQ
H[SHQVH�ZDV������������������������DQG�������������UHVSHFWLYHO\��RXU�VWRFN�FRPSHQVDWLRQ�H[SHQVH�ZDV������������������������DQG
���������UHVSHFWLYHO\��WKH�DPRUWL]DWLRQ�RI�GLVFRXQW�RQ�FRQYHUWLEOH�QRWHV�ZDV������������������������DQG�����������UHVSHFWLYHO\��DQG
RXU�LQFRPH�IURP�FKDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV�ZDV�������������IRU�WKH�\HDU�HQGHG����'HFHPEHU������DQG�RXU�H[SHQVH
IURP�FKDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV�ZDV������������DQG������������IRU�WKH�\HDUV�HQGHG����'HFHPEHU������DQG������
UHVSHFWLYHO\�� $GGLWLRQDOO\�� WKH� LPSDLUPHQW� ORVV� IRU� JRRGZLOO� DQG� ORVV� RQ� DEDQGRQPHQW� DQG� ZULWH�RII� RI� ORQJ�OLYHG� DVVHWV� ZDV
������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

:H�KDG�D�QHW�FDVK�RXWIORZ�RI�ZRUNLQJ�FDSLWDO�RI��������������������������DQG������������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������
�����DQG�������UHVSHFWLYHO\��$PRQJ�WKHVH�FDVK�RXWIORZV��WKH�LQFUHDVH�LQ�LQYHQWRU\�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG
�����ZHUH��������������������������DQG�������������UHVSHFWLYHO\��7KH�LQFUHDVH�LQ�LQYHQWRU\�ZDV�D�GLUHFW�UHVXOW�RI�WKH�LPSOHPHQWDWLRQ
RI�WKH����GD\�TXDUDQWLQH�SHULRG�E\�WKH�35&�JRYHUQPHQW��ZKLFK�FDXVHG�D�ORQJHU�VWDJLQJ�SHULRG�IRU�UDZ�PDWHULDO�SODVPD�LQYHQWRU\��7KH
LQFUHDVH�LQ�DFFRXQWV�UHFHLYDEOH�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������ZHUH������������������������DQG�����������
UHVSHFWLYHO\��$V�ZH�LQFUHDVHG�RXU�VDOHV�GLUHFWO\�WR�HQG�XVHUV��VXFK�DV�KRVSLWDOV�DQG�LQRFXODWLRQ�FHQWHUV�WKDW�KDYH�H[WHQGHG�FUHGLW�WHUPV�
ZH�H[SHULHQFHG�D�VORZHU�WXUQ�RYHU�ZLWK�RXU�DFFRXQWV�UHFHLYDEOH�

,QYHVWLQJ�$FWLYLWLHV

2XU�XVH�RI�FDVK�IRU�LQYHVWLQJ�DFWLYLWLHV�LV�SULPDULO\�IRU�WKH�DFTXLVLWLRQ�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�DQG�LQWDQJLEOHV��DQG�DGYDQFHV
RQ�QRQ�FXUUHQW�DVVHWV�

1HW� FDVK� XVHG� LQ� LQYHVWLQJ� DFWLYLWLHV� IRU� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ����� ZDV� ������������ DV� FRPSDUHG� WR� ������������ DQG
����������� IRU� WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������'XULQJ� WKH�\HDU�HQGHG�'HFHPEHU�����������ZH�SDLG������������ IRU
DFTXLULQJ�HTXLSPHQW�IRU�6KDQGRQJ�7DLEDQJ�DQG�IRU�EXLOGLQJV�DQG�FRQVWUXFWLRQ�LQ�SURJUHVV�DW�*XL]KRX�7DLEDQJ��'XULQJ�WKH�\HDU�HQGHG
'HFHPEHU�����������ZH�SDLG������������WR�DFTXLUH�D�QHZ�&RPSDQ\��=LJXDQJ�%LR�WHFK�&RPSDQ\��SDLG�WKH�ILQDO������������SD\PHQW
IRU� WKH� DFTXLVLWLRQ� RI� ���� HTXLW\� LQ� 'DOLQ�� ����������� IRU� HTXLSPHQW� IRU� 6KDQGRQJ� 7DLEDQJ� DQG� ����������� IRU� RXU� SODVPD
FRPSDQLHV¶�EXLOGLQJV�DQG�FRQVWUXFWLRQ�LQ�SURJUHVV�LQ�*XL]KRX�7DLEDQJ�

)LQDQFLQJ�$FWLYLWLHV

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������WRWDOHG��������������DV�FRPSDUHG�WR�������������DQG�QHW
FDVK�SURYLGHG�E\�ILQDQFLQJ�DFWLYLWLHV�RI������������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��7KH�QHW�FDVK�XVHG
LQ�ILQDQFLQJ�DFWLYLWLHV�LQ������ZDV�PDLQO\�GXH�WR�D�������������UHSD\PHQW�RI�D�VKRUW�WHUP�EDQN�ORDQ��D������������SD\PHQW�WR�DFTXLUH
WKH� UHPDLQLQJ� ���� LQWHUHVW� LQ� RXU� ����PDMRULW\�RZQHG� VXEVLGLDU\� DQG� D� GLYLGHQG� SD\PHQW� RI� ������������ WR� WKH� QRQFRQWUROOLQJ
LQWHUHVW�VKDUHKROGHUV��SDUWO\�RIIVHW�E\�FDVK�SURYLGHG�E\�D�QHZ�VKRUW�WHUP�ORDQ�WRWDOLQJ��������������7KH�LQFUHDVH�RI�WKH�FDVK�XVHG�LQ
ILQDQFLQJ�DFWLYLWLHV�LQ������ZDV�PDLQO\�DWWULEXWDEOH�WR�WKH�������������GLYLGHQG�SDLG�E\�RXU�VXEVLGLDULHV�WR�WKH�QRQFRQWUROOLQJ�LQWHUHVW
KROGHU��UHSD\PHQW�RI�D�QRQ�FRQWUROOLQJ�VKDUHKROGHU�ORDQ�RI�������������UHSD\PHQW�RI�VKRUW�WHUP�EDQN�ORDQ�RI������������DQG�RIIVHW�E\
VKRUW�WHUP�EDQN�ORDQV�DQG�SURFHHGV�IURP�ZDUUDQWV�H[HUFLVHV�RI������������DQG�������������UHVSHFWLYHO\�
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0DQDJHPHQW� EHOLHYHV� WKDW� WKH� &RPSDQ\� KDV� VXIILFLHQW� FDVK� RQ� KDQG� DQG� FRQWLQXLQJ� SRVLWLYH� FDVK� LQIORZ�� IURP� WKH� VDOH� RI� LWV
SODVPD�EDVHG�SURGXFWV�LQ�WKH�35&�PDUNHW��IRU�LWV�RSHUDWLRQV�

2EOLJDWLRQV�8QGHU�0DWHULDO�&RQWUDFWV

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�RXU�PDWHULDO�FRQWUDFWXDO�REOLJDWLRQV�DV�RI�'HFHPEHU����������

� � 3D\PHQWV�'XH�E\�3HULRG �
� � � � � /HVV�WKDQ � � � � � � � � 0RUH�WKDQ �
&RQWUDFWXDO�2EOLJDWLRQV � 7RWDO � � ��\HDU � � ����\HDUV � � ����\HDUV � � ��\HDUV �
'XH�WR�UHODWHG�SDUWLHV � ����������� � ������������ � �� � ��� � ���
2SHUDWLQJ�OHDVH�FRPPLWPHQW � �������� � �������� � �������� � �������� � ��������
7RWDO � ����������� � ����������� � ��������� � ��������� � ���������
6HDVRQDOLW\�RI�RXU�6DOHV

2XU�RSHUDWLQJ� UHVXOWV� DQG�RSHUDWLQJ� FDVK� IORZV�KLVWRULFDOO\�KDYH�QRW� EHHQ� VXEMHFW� WR� VHDVRQDO� YDULDWLRQV��7KLV� SDWWHUQ�PD\� FKDQJH�
KRZHYHU��DV�D�UHVXOW�RI�QHZ�PDUNHW�RSSRUWXQLWLHV�RU�QHZ�SURGXFW�LQWURGXFWLRQV�

,QIODWLRQ

,QIODWLRQ�GRHV�QRW�PDWHULDOO\�DIIHFW�RXU�EXVLQHVV�RU�WKH�UHVXOWV�RI�RXU�RSHUDWLRQV�

2II�%DODQFH�6KHHW�$UUDQJHPHQWV

:H� GR� QRW� KDYH� DQ\� RII�EDODQFH� VKHHW� DUUDQJHPHQWV� WKDW� KDYH� RU� DUH� UHDVRQDEO\� OLNHO\� WR� KDYH� D� FXUUHQW� RU� IXWXUH� HIIHFW� RQ� RXU
ILQDQFLDO� FRQGLWLRQ�� FKDQJHV� LQ� ILQDQFLDO� FRQGLWLRQ�� UHYHQXHV� RU� H[SHQVHV�� UHVXOWV� RI� RSHUDWLRQV�� OLTXLGLW\�� FDSLWDO� H[SHQGLWXUHV� RU
FDSLWDO�UHVRXUFHV�WKDW�DUH�PDWHULDO�WR�RXU�LQYHVWRUV�

&ULWLFDO�$FFRXQWLQJ�3ROLFLHV

7KH�SUHSDUDWLRQ�RI� ILQDQFLDO� VWDWHPHQWV� LQ�FRQIRUPLW\�ZLWK�8QLWHG�6WDWHV�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��RU�8�6��*$$3�
UHTXLUHV�RXU�PDQDJHPHQW�WR�PDNH�DVVXPSWLRQV��HVWLPDWHV�DQG�MXGJPHQWV�WKDW�DIIHFW�WKH�DPRXQWV�UHSRUWHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�
LQFOXGLQJ� WKH�QRWHV� WKHUHWR�� DQG� UHODWHG�GLVFORVXUHV�RI� FRPPLWPHQWV� DQG�FRQWLQJHQFLHV�� LI� DQ\��:H�FRQVLGHU�RXU� FULWLFDO� DFFRXQWLQJ
SROLFLHV�WR�EH�WKRVH�WKDW�UHTXLUH�WKH�PRUH�VLJQLILFDQW�MXGJPHQWV�DQG�HVWLPDWHV�LQ�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV��LQFOXGLQJ�WKH
IROORZLQJ�

8VH�RI�(VWLPDWHV

7KH� SUHSDUDWLRQ� RI� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� LQ� FRQIRUPLW\� ZLWK� *$$3� UHTXLUHV� PDQDJHPHQW� WR� PDNH� HVWLPDWHV� DQG
DVVXPSWLRQV�WKDW�DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�GLVFORVXUHV�RI�FRQWLQJHQW�DVVHWV�DQG�OLDELOLWLHV�DW�WKH�GDWH�RI
WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG� WKH� UHSRUWHG�DPRXQWV�RI� UHYHQXH�DQG�H[SHQVHV�GXULQJ� WKH� UHSRUWLQJ�SHULRG��$FWXDO� UHVXOWV
FRXOG�GLIIHU�IURP�WKRVH�HVWLPDWHV��6LJQLILFDQW�LWHPV�VXEMHFW�WR�VXFK�HVWLPDWHV�DQG�DVVXPSWLRQV�LQFOXGH�WKH�XVHIXO�OLYHV�RI�IL[HG�DVVHWV�
WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV��WKH�IDLU�YDOXH�GHWHUPLQDWLRQV�RI�ILQDQFLDO�DQG�HTXLW\�LQVWUXPHQWV�DQG�VWRFN�FRPSHQVDWLRQ�DZDUGV�
DVVHWV� DFTXLUHG� DQG� OLDELOLWLHV� DVVXPHG� LQ� D� EXVLQHVV� FRPELQDWLRQ�� WKH� UHDOL]DELOLW\� RI� GHIHUUHG� WD[� DVVHWV� DQG� LQYHQWRULHV�� WKH
UHFRYHUDELOLW\� RI� JRRGZLOO�� LQWDQJLEOH� DVVHW�� ODQG� XVH� ULJKW� DQG� SURSHUW\�� SODQW� DQG� HTXLSPHQW�� DQG� DFFUXDOV� IRU� LQFRPH� WD[
XQFHUWDLQWLHV�DQG�RWKHU�FRQWLQJHQFLHV��7KH�FXUUHQW� HFRQRPLF�HQYLURQPHQW�KDV� LQFUHDVHG� WKH�GHJUHH�RI�XQFHUWDLQW\� LQKHUHQW� LQ� WKRVH
HVWLPDWHV�DQG�DVVXPSWLRQV�

5HYHQXH�5HFRJQLWLRQ

5HYHQXH� LV� UHFRJQL]HG�ZKHQ�SHUVXDVLYH�HYLGHQFH�RI�DQ�DUUDQJHPHQW�H[LVWV��GHOLYHU\�RI� WKH�SURGXFW�KDV�RFFXUUHG�� WKH� VDOHV�SULFH� LV
IL[HG�RU�GHWHUPLQDEOH�DQG�FROOHFWDELOLW\�LV�UHDVRQDEO\�DVVXUHG��7KH�&RPSDQ\�PDLQO\�VHOOV�KXPDQ�DOEXPLQ�DQG�KXPDQ�LPPXQRJOREXOLQ
WR�KRVSLWDOV�� LQRFXODWLRQ�FHQWHUV�DQG�SKDUPDFHXWLFDO�GLVWULEXWRUV��7KH�&RPSDQ\�UHTXLUHV�D�FRQWUDFW�RU�SXUFKDVH�RUGHU�ZKLFK�VSHFLI\
SULFLQJ��TXDQWLW\�DQG�SURGXFW�VSHFLILFDWLRQV�IRU�DOO�VDOHV��'HOLYHU\�RI�WKH�SURGXFW�RFFXUV�ZKHQ�WKH�SURGXFW�LV�UHFHLYHG�E\�WKH�FXVWRPHU�
ZKLFK�LV�ZKHQ�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�KDYH�EHHQ�WUDQVIHUUHG��6DOHV�DUH�SUHVHQWHG�QHW�RI�DQ\�GLVFRXQWV�JLYHQ�WR�FXVWRPHUV�
)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKHUH�ZDV�QR�VLJQLILFDQW�VDOHV�UHWXUQ�IURP�WKH�FXVWRPHUV�

��

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



)DLU�9DOXH�0HDVXUHPHQWV

2Q� -DQXDU\� ��� ������ WKH� &RPSDQ\� DGRSWHG� )$6%¶V� DFFRXQWLQJ� VWDQGDUG� UHODWHG� WR� IDLU� YDOXH�PHDVXUHPHQWV� DQG� EHJDQ� UHFRUGLQJ
ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�VXEMHFW�WR�UHFXUULQJ�IDLU�YDOXH�PHDVXUHPHQW�DW�WKH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�WR�VHOO�DQ�DVVHW�RU�SDLG�WR
WUDQVIHU�D�OLDELOLW\�LQ�DQ�RUGHUO\�WUDQVDFWLRQ�EHWZHHQ�PDUNHW�SDUWLFLSDQWV��7KHVH�IDLU�YDOXH�SULQFLSOHV�SULRULWL]H�YDOXDWLRQ�LQSXWV�DFURVV
WKUHH�EURDG�OHYHOV��7KH�&RPSDQ\�FRQVLGHUV�WKH�FDUU\LQJ�DPRXQW�RI�FDVK��UHFHLYDEOHV��SD\DEOHV�LQFOXGLQJ�DFFUXHG�OLDELOLWLHV�DQG�VKRUW
WHUP�ORDQV�WR�DSSUR[LPDWH�WKHLU�IDLU�YDOXHV�EHFDXVH�RI�WKH�VKRUW�SHULRG�RI�WLPH�EHWZHHQ�WKH�RULJLQDWLRQ�RI�VXFK�LQVWUXPHQWV�DQG�WKHLU
H[SHFWHG�UHDOL]DWLRQ�DQG�LI�DSSOLFDEOH��WKHLU�VWDWHG�UDWHV�RI�LQWHUHVW�DUH�HTXLYDOHQW�WR�LQWHUHVW�UDWHV�FXUUHQWO\�DYDLODEOH��7KH�IDLU�YDOXHV
DUH�PHDVXUHG�SXUVXDQW�WR�WKH�WKUHH�OHYHOV�GHILQHG�E\�WKH�)$6%¶V�DFFRXQWLQJ�VWDQGDUG�DV�IROORZ�

/HYHO� ��� LQSXWV� WR� WKH� YDOXDWLRQ� PHWKRGRORJ\� DUH� TXRWHG� SULFHV� �XQDGMXVWHG�� IRU� LGHQWLFDO� DVVHWV� RU� OLDELOLWLHV� LQ� DFWLYH
PDUNHWV�

x�

/HYHO���� LQSXWV� WR� WKH�YDOXDWLRQ�PHWKRGRORJ\� LQFOXGH�TXRWHG�SULFHV� IRU�VLPLODU�DVVHWV�DQG� OLDELOLWLHV� LQ�DFWLYH�PDUNHWV��DQG
LQSXWV�WKDW�DUH�REVHUYDEOH�IRU�WKH�DVVHWV�RU�OLDELOLW\��HLWKHU�GLUHFWO\�RU�LQGLUHFWO\��IRU�VXEVWDQWLDOO\�WKH�IXOO�WHUP�RI�WKH�ILQDQFLDO
LQVWUXPHQWV�

x�

/HYHO����LQSXWV�WR�WKH�YDOXDWLRQ�PHWKRGRORJ\�DUH�XQREVHUYDEOH�DQG�VLJQLILFDQW�WR�WKH�IDLU�YDOXH�x�

7KH�IDLU�YDOXHV�RI�WKH�ZDUUDQWV�RXWVWDQGLQJ�DV�RI�'HFHPEHU����������������DQG������ZHUH�GHWHUPLQHG�EDVHG�RQ�WKH�%LQRPLQDO�RSWLRQ
SULFLQJ�PRGHO��XVLQJ�WKH�IROORZLQJ�NH\�DVVXPSWLRQV�

� � 'HFHPEHU� � 'HFHPEHU� � 'HFHPEHU�
� � ��������� � ��������� � ���������
([SHFWHG�GLYLGHQG�\LHOG � ��� � ��� � ���
5LVN�IUHH�LQWHUHVW�UDWH � ������ � ������ � ������
7LPH�WR�PDWXULW\��LQ�\HDUV� � ����� � ����� � �����
([SHFWHG�YRODWLOLW\ � ������ � ������ � �������
)DLU�YDOXH�RI�XQGHUO\LQJ�FRPPRQ�VKDUHV��SHU�VKDUH� � ������� � ������� � �������

$FFRXQWV�5HFHLYDEOH�DQG�$OORZDQFH�IRU�'RXEWIXO�$FFRXQWV

$FFRXQWV�UHFHLYDEOH�DUH�UHFRUGHG�DW�WKH�LQYRLFHG�DPRXQW�DQG�GR�QRW�EHDU�LQWHUHVW��7KH�&RPSDQ\�PDLQWDLQV�DQ�DOORZDQFH�IRU�GRXEWIXO
DFFRXQWV� IRU� HVWLPDWHG� ORVVHV� LQKHUHQW� LQ� LWV� DFFRXQWV� UHFHLYDEOH� SRUWIROLR�� ,Q� HVWDEOLVKLQJ� WKH� UHTXLUHG� DOORZDQFH�� PDQDJHPHQW
FRQVLGHUV�KLVWRULFDO�ORVVHV�DGMXVWHG�WR�WDNH�LQWR�DFFRXQW�FXUUHQW�PDUNHW�FRQGLWLRQV�DQG�WKH�FXVWRPHUV¶�ILQDQFLDO�FRQGLWLRQ��WKH�DPRXQW
RI� UHFHLYDEOHV� LQ�GLVSXWH�� DQG� WKH� FXUUHQW� UHFHLYDEOHV� DJLQJ� DQG� FXUUHQW�SD\PHQW�SDWWHUQV��7KH�&RPSDQ\� UHYLHZV� LWV� DOORZDQFH� IRU
GRXEWIXO�DFFRXQWV�PRQWKO\��3DVW�GXH�EDODQFHV�DUH�UHYLHZHG�LQGLYLGXDOO\�IRU�FROOHFWDELOLW\��$FFRXQW�EDODQFHV�DUH�FKDUJHG�RII�DJDLQVW
WKH�DOORZDQFH�DIWHU�DOO�PHDQV�RI�FROOHFWLRQ�KDYH�EHHQ�H[KDXVWHG�DQG�WKH�SRWHQWLDO�IRU�UHFRYHU\�LV�FRQVLGHUHG�UHPRWH��7KH�&RPSDQ\
GRHV�QRW�KDYH�DQ\�RII�EDODQFH�VKHHW�FUHGLW�H[SRVXUH�UHODWHG�WR�LWV�FXVWRPHUV�

'HSHQGLQJ�RQ�WKH�UHODWLRQVKLS�DQG�WKH�FUHGLWDELOLW\�RI�WKH�GLVWULEXWRUV��ZH�JHQHUDOO\�JUDQW�D�FUHGLW�SHULRG�RI�QR�ORQJHU�WKDQ����GD\V�WR
GLVWULEXWRUV� ZLWK� VRPH� H[FHSWLRQV�� )RU� KRVSLWDOV� DQG� FOLQLFV�� ZH� JHQHUDOO\� JUDQW� D� FUHGLW� SHULRG� RI� QR� ORQJHU� WKDQ� ��� GD\V� ZLWK
H[FHSWLRQV�WR�FXVWRPHUV�WKDW�ZH�EHOLHYH�DUH�FUHGLW�ZRUWK\�XS�WR���PRQWKV��'XH�WR�UHFRYHU\�RI�EDG�GHEW�WKDW�ZH�SUHYLRXVO\�SURYLGHG�DQ
DOORZDQFH��ZH�KDG�D�EDG�GHEW�FUHGLW�RI�������PLOOLRQ��������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\��IRU�WKH�\HDUV�HQGHG�'HFHPEHU����
�����������DQG������

,QYHQWRULHV

,QYHQWRULHV�DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW�RU�PDUNHW��&RVW�LV�GHWHUPLQHG�XVLQJ�WKH�ZHLJKWHG�DYHUDJH�PHWKRG��&RVW�RI�ZRUN�LQ�SURJUHVV
DQG� ILQLVKHG� JRRGV� FRPSULVH� GLUHFW�PDWHULDOV�� GLUHFW� SURGXFWLRQ� FRVWV� DQG� DQ� DOORFDWLRQ� RI� SURGXFWLRQ� RYHUKHDGV� EDVHG� RQ� QRUPDO
RSHUDWLQJ�FDSDFLW\�

7KH�&RPSDQ\�UHYLHZV�LWV�LQYHQWRU\�SHULRGLFDOO\�IRU�SRVVLEOH�REVROHWH�JRRGV�DQG�FRVW�LQ�H[FHVV�RI�QHW�UHDOL]DEOH�YDOXH�WR�GHWHUPLQH�LI
DQ\� UHVHUYHV� DUH� QHFHVVDU\��$V� RI�'HFHPEHU� ���� ������ ����� DQG������� WKH�&RPSDQ\�ZURWH� RII� ���������� ��������� DQG���������
UHODWLQJ�WR�REVROHWH�UDZ�PDWHULDO�SODVPD�WKDW�PD\�QRW�TXDOLI\�IRU�SURGXFWLRQ�GXH�WR�WKH����GD\�TXDUDQWLQH�SHULRG�UXOHV�LPSOHPHQWHG�E\
6WDWH�)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ�RQ�-XO\���������

6WRFN�EDVHG�&RPSHQVDWLRQ

7KH�&RPSDQ\�PHDVXUHV�WKH�FRVW�RI�HPSOR\HH�VHUYLFHV�UHFHLYHG�LQ�H[FKDQJH�IRU�DQ�DZDUG�RI�HTXLW\�LQVWUXPHQWV�EDVHG�RQ�WKH�JUDQW�GDWH
IDLU�YDOXH�RI�WKH�DZDUG�DQG�UHFRJQL]HV�WKH�FRVW�RYHU�WKH�SHULRG�GXULQJ�ZKLFK�DQ�HPSOR\HH�LV�UHTXLUHG�WR�SURYLGH�VHUYLFH�LQ�H[FKDQJH
IRU�WKH�DZDUG��ZKLFK�JHQHUDOO\�LV�WKH�YHVWLQJ�SHULRG�

7KH�IDLU�YDOXH�RI�HDFK�RSWLRQ�JUDQWHG�RQ�0D\����������-XO\�����������-DQXDU\����������)HEUXDU\����������-XO\�����������-DQXDU\���
������)HEUXDU\����������)HEUXDU\����������DQG�2FWREHU���������DUH�HVWLPDWHG�RQ�WKH�UHVSHFWLYH�GDWHV�RI�JUDQW�XVLQJ�WKH�%ODFN�6FKROHV
RSWLRQ�SULFLQJ�PRGHO�ZLWK�WKH�IROORZLQJ�PDMRU�DVVXPSWLRQV�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



��
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*UDQWHG
RQ � 0D\��� � � -XO\���� � � -DQXDU\��� � � )HEUXDU\��� � � -XO\���� � � -DQXDU\��� � � )HEUXDU\��� � � )HEUXDU\���� � � 2FWREHU��� �

� � ���� � � ���� � � ���� � � ���� � � ���� � � ���� � � ���� � � ���� � � ���� �
([SHFWHG
GLYLGHQG
\LHOG � ��� � ��� � ��� � ��� � ��� � ��� � ��� � ��� � ���

5LVN�IUHH
LQWHUHVW
UDWH � ������ � ������ � ������ � ������ � ������ � ������ � ������ � ������ � ������

([SHFWHG
WHUP��LQ
\HDUV� � �� � �� � �� � �� � ���� � �� � �� � �� � ��

([SHFWHG
YRODWLOLW\� ������ � ������ � ������� � ������� � ������� � ������ � ������ � ������ � ������

7KH�YRODWLOLW\�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�ZDV�HVWLPDWHG�E\�PDQDJHPHQW�EDVHG�RQ� WKH�KLVWRULFDO�YRODWLOLW\�RI� WKH�&RPSDQ\¶V
FRPPRQ�VWRFN��7KH�ULVN�IUHH�LQWHUHVW�UDWH�ZDV�EDVHG�RQ�7UHDVXU\�&RQVWDQW�0DWXULW\�5DWHV�SXEOLVKHG�E\�WKH�8�6��)HGHUDO�5HVHUYH�IRU
SHULRGV� DSSOLFDEOH� WR� WKH� HVWLPDWHG� WHUP� RI� WKH� RSWLRQV�� 7KH� H[SHFWHG� GLYLGHQG� \LHOG� ZDV� EDVHG� RQ� WKH� &RPSDQ\¶V� FXUUHQW� DQG
H[SHFWHG�GLYLGHQG�SROLF\��7KH�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�RSWLRQV�JUDQWHG�GXULQJ�WKH�\HDU�RI������ZDV�������

,PSDLUPHQW�RI�/RQJ�/LYHG�$VVHWV

,Q�DFFRUGDQFH�ZLWK�,PSDLUPHQW�RU�'LVSRVDO�RI�/RQJ�/LYHG�$VVHWV�6XEVHFWLRQV�RI�)$6%�$6&�6XEWRSLF�������� �3URSHUW\��3ODQW��DQG
(TXLSPHQW���2YHUDOO��ORQJ�OLYHG�DVVHWV��VXFK�DV�SURSHUW\��SODQW�DQG�HTXLSPHQW��DQG�SXUFKDVHG�LQWDQJLEOH�DVVHW�VXEMHFW�WR�DPRUWL]DWLRQ�
DUH�UHYLHZHG�IRU�LPSDLUPHQW�ZKHQHYHU�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�DPRXQW�RI�DQ�DVVHW�PD\�QRW�EH
UHFRYHUDEOH��,I�FLUFXPVWDQFHV�UHTXLUH�D�ORQJ�OLYHG�DVVHW�RU�DVVHW�JURXS�EH�WHVWHG�IRU�SRVVLEOH�LPSDLUPHQW��WKH�&RPSDQ\�ILUVW�FRPSDUHV
XQGLVFRXQWHG� FDVK� IORZV� H[SHFWHG� WR� EH� JHQHUDWHG� E\� WKDW� DVVHW� RU� DVVHW� JURXS� WR� LWV� FDUU\LQJ� YDOXH�� ,I� WKH� FDUU\LQJ� YDOXH� RI� WKH
ORQJ�OLYHG�DVVHW�RU�DVVHW�JURXS�LV�QRW�UHFRYHUDEOH�RQ�DQ�XQGLVFRXQWHG�FDVK�IORZ�EDVLV��DQ�LPSDLUPHQW�LV�UHFRJQL]HG�WR�WKH�H[WHQW�WKDW
WKH�FDUU\LQJ�YDOXH�H[FHHGV�LWV�IDLU�YDOXH��)DLU�YDOXH�LV�GHWHUPLQHG�WKURXJK�YDULRXV�YDOXDWLRQ�WHFKQLTXHV�LQFOXGLQJ�GLVFRXQWHG�FDVK�IORZ
PRGHOV��TXRWHG�PDUNHW�YDOXHV�DQG� WKLUG�SDUW\� LQGHSHQGHQW�DSSUDLVDOV�� DV� FRQVLGHUHG�QHFHVVDU\��7KH�&RPSDQ\� UHFRJQL]HG�D� ORVV�RQ
DEDQGRQPHQW�DQG�ZULWH�RII�RI�ORQJ�OLYHG�DVVHWV�RI������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DV�GHVFULEHG�LQ�1RWH���DQG�1RWH
��WR�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

5HFHQW�$FFRXQWLQJ�3URQRXQFHPHQWV

6HH�1RWH���WR�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�UHSRUW�

,7(0��$��48$17,7$7,9(�$1'�48$/,7$7,9(�',6&/2685(6�$%287�0$5.(7�5,6.�

2XU�RSHUDWLRQV�DUH�FDUULHG�RXW�LQ�WKH�35&�DQG�ZH�DUH�VXEMHFW�WR�VSHFLILF�FRQVLGHUDWLRQV�DQG�VLJQLILFDQW�ULVNV�QRW�W\SLFDOO\�DVVRFLDWHG
ZLWK�FRPSDQLHV�LQ�1RUWK�$PHULFD�DQG�:HVWHUQ�(XURSH��$FFRUGLQJO\��RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�PD\
EH�LQIOXHQFHG�E\�WKH�SROLWLFDO��HFRQRPLF�DQG�OHJDO�HQYLURQPHQWV�LQ�WKH�35&��DQG�E\�WKH�JHQHUDO�VWDWH�RI�WKH�35&�HFRQRP\��2XU�UHVXOWV
PD\� EH� DGYHUVHO\� DIIHFWHG� E\� FKDQJHV� LQ� JRYHUQPHQWDO� SROLFLHV� ZLWK� UHVSHFW� WR� ODZV� DQG� UHJXODWLRQV�� DQWL�LQIODWLRQDU\� PHDVXUHV�
FXUUHQF\�FRQYHUVLRQ�DQG�UHPLWWDQFH�DEURDG��DQG�UDWHV�DQG�PHWKRGV�RI�WD[DWLRQ��DPRQJ�RWKHU�WKLQJV�

,QWHUHVW�5DWH�5LVN

:H�DUH�H[SRVHG�WR�LQWHUHVW�UDWH�ULVN�SULPDULO\�ZLWK�UHVSHFW�WR�RXU�VKRUW�WHUP�EDQN�ORDQV��$OWKRXJK�RXU�VKRUW�WHUP�ORDQV�DUH�IL[HG�IRU
WKH�WHUPV�RI�WKH�ORDQV��WKH�WHUPV�DUH�W\SLFDOO\�WKUHH�WR�WZHOYH�PRQWKV�IRU�VKRUW�WHUP�EDQN�ORDQV�DQG�LQWHUHVW�UDWHV�DUH�VXEMHFW�WR�FKDQJH
XSRQ�UHQHZDO��7KHUH�ZDV�QR�PDWHULDO�FKDQJHV�LQ�LQWHUHVW�UDWHV�IRU�VKRUW�WHUP�EDQN�ORDQV�UHQHZHG�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����
�����

$�K\SRWKHWLFDO������LQFUHDVH�LQ�WKH�DQQXDO�LQWHUHVW�UDWHV�IRU�DOO�RI�RXU�FUHGLW�IDFLOLWLHV�XQGHU�ZKLFK�ZH�KDG�RXWVWDQGLQJ�ERUURZLQJV�DV
RI�'HFHPEHU����������ZRXOG�GHFUHDVH�QHW�LQFRPH�EHIRUH�SURYLVLRQ�IRU�LQFRPH�WD[HV�E\�DSSUR[LPDWHO\����������IRU�WKH�\HDU�HQGHG
'HFHPEHU� ���� ������ 0DQDJHPHQW� PRQLWRUV� WKH� EDQNV¶� SULPH� UDWHV� LQ� FRQMXQFWLRQ� ZLWK� RXU� FDVK� UHTXLUHPHQWV� WR� GHWHUPLQH� WKH
DSSURSULDWH�OHYHO�RI�GHEW�EDODQFHV�UHODWLYH�WR�RWKHU�VRXUFHV�RI�IXQGV��:H�KDYH�QRW�HQWHUHG�LQWR�DQ\�KHGJLQJ�WUDQVDFWLRQV�LQ�DQ�HIIRUW�WR
UHGXFH�RXU�H[SRVXUH�WR�LQWHUHVW�UDWH�ULVN�

)RUHLJQ�([FKDQJH�5LVN

:KLOH�RXU�UHSRUWLQJ�FXUUHQF\�LV�WKH�8�6��'ROODU��DOO�RI�RXU�FRQVROLGDWHG�UHYHQXHV�DQG�FRQVROLGDWHG�FRVWV�DQG�PDMRULW\�RI�H[SHQVHV�DUH
GHQRPLQDWHG�LQ�50%��$OO�RI�RXU�DVVHWV�DUH�GHQRPLQDWHG�LQ�50%��H[FHSW�FHUWDLQ�FDVK�EDODQFHV��$V�D�UHVXOW��ZH�DUH�H[SRVHG�WR�IRUHLJQ
H[FKDQJH�ULVN�DV�RXU�UHYHQXHV�DQG�UHVXOWV�RI�RSHUDWLRQV�PD\�EH�DIIHFWHG�E\�IOXFWXDWLRQV�LQ�WKH�H[FKDQJH�UDWH�EHWZHHQ�8�6��'ROODUV�DQG
50%��,I�50%�GHSUHFLDWHV�DJDLQVW�WKH�8�6��'ROODU��WKH�YDOXH�RI�RXU�50%�UHYHQXHV��HDUQLQJV�DQG�DVVHWV�DV�H[SUHVVHG�LQ�RXU�8�6��'ROODU
ILQDQFLDO� VWDWHPHQWV�ZLOO� GHFOLQH��$VVHWV� DQG� OLDELOLWLHV� DUH� WUDQVODWHG� DW� H[FKDQJH� UDWHV� DW� WKH� EDODQFH� VKHHW� GDWHV� DQG� UHYHQXH� DQG
H[SHQVHV�DUH�WUDQVODWHG�DW�WKH�DYHUDJH�H[FKDQJH�UDWHV�RI�RXU�35&¶V�VXEVLGLDULHV��$Q\�UHVXOWLQJ�WUDQVODWLRQ�DGMXVWPHQWV�DUH�QRW�LQFOXGHG
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LQ�GHWHUPLQLQJ�QHW� LQFRPH�EXW�DUH� LQFOXGHG� LQ�GHWHUPLQLQJ�RWKHU�FRPSUHKHQVLYH� LQFRPH��D�FRPSRQHQW�RI� VWRFNKROGHU¶V�HTXLW\��:H
KDYH�QRW�HQWHUHG�LQWR�DQ\�KHGJLQJ�WUDQVDFWLRQV�LQ�DQ�HIIRUW�WR�UHGXFH�RXU�H[SRVXUH�WR�IRUHLJQ�H[FKDQJH�ULVN�

7KH�YDOXH�RI�WKH�50%�DJDLQVW�WKH�8�6��GROODU�DQG�RWKHU�FXUUHQFLHV�LV�DIIHFWHG�E\��DPRQJ�RWKHU�WKLQJV��FKDQJHV�LQ�&KLQD¶V�SROLWLFDO�DQG
HFRQRPLF� FRQGLWLRQV�� 6LQFH� -XO\� ������ WKH� 50%� KDV� QRW� EHHQ� SHJJHG� WR� WKH� 8�6�� GROODU��$OWKRXJK� WKH� 3HRSOH¶V� %DQN� RI� &KLQD
UHJXODUO\�LQYROYHG�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�WR�SUHYHQW�VLJQLILFDQW�VKRUW�WHUP�IOXFWXDWLRQV�LQ�WKH�H[FKDQJH�UDWH��WKH�50%�PD\
DSSUHFLDWH�RU�GHSUHFLDWH�VLJQLILFDQWO\�LQ�YDOXH�DJDLQVW�WKH�8�6��GROODU�RU�(XUR�LQ�WKH�PHGLXP�WR�ORQJ�WHUP��0RUHRYHU��LW�LV�SRVVLEOH�WKDW
LQ� WKH� IXWXUH�� 35&� DXWKRULWLHV� PD\� OLIW� UHVWULFWLRQV� RQ� IOXFWXDWLRQV� LQ� 50%� H[FKDQJH� UDWH� DQG� OHVVHQ� LQYROYHPHQW� LQ� WKH� IRUHLJQ
H[FKDQJH�PDUNHW�

��
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$FFRXQW�%DODQFHV

:H�PDLQWDLQ�EDODQFHV�DW�ILQDQFLDO�LQVWLWXWLRQV�ZKLFK��IURP�WLPH�WR�WLPH��PD\�H[FHHG�)HGHUDO�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ�LQVXUHG
OLPLWV� IRU� WKH�EDQNV� ORFDWHG� LQ� WKH�8QLWHG�6WDWHV�RU�PD\�H[FHHG�+RQJ�.RQJ�'HSRVLW�3URWHFWLRQ�%RDUG� LQVXUHG� OLPLWV� IRU� WKH�EDQNV
ORFDWHG�LQ�+RQJ�.RQJ��%DODQFHV�DW�ILQDQFLDO�LQVWLWXWLRQV�RU�VWDWH�RZQHG�EDQNV�ZLWKLQ�WKH�35&�DUH�QRW�FRYHUHG�E\�LQVXUDQFH��7RWDO�FDVK
LQ�EDQNV�DV�RI�'HFHPEHU����������DQG�'HFHPEHU����������DPRXQWHG� WR�������������DQG�������������� UHVSHFWLYHO\�����������DQG
���������RI�ZKLFK�DUH�FRYHUHG�E\�LQVXUDQFH��UHVSHFWLYHO\��:H�KDYH�QRW�H[SHULHQFHG�DQ\�ORVVHV�LQ�VXFK�DFFRXQWV�DQG�ZH�GR�QRW�EHOLHYH
WKDW�ZH�DUH�H[SRVHG�WR�DQ\�VLJQLILFDQW�ULVNV�RQ�RXU�FDVK�LQ�EDQN�DFFRXQWV�

,QIODWLRQ

,QIODWLRQDU\�IDFWRUV�VXFK�DV�LQFUHDVHV�LQ�WKH�FRVW�RI�RXU�VDOHV�DQG�RYHUKHDG�FRVWV�PD\�DGYHUVHO\�DIIHFW�RXU�RSHUDWLQJ�UHVXOWV��$OWKRXJK
ZH�GR�QRW�EHOLHYH� WKDW� LQIODWLRQ�KDV�KDG�D�PDWHULDO� LPSDFW�RQ�RXU� ILQDQFLDO�SRVLWLRQ�RU� UHVXOWV�RI�RSHUDWLRQV� WR�GDWH�� D�KLJK� UDWH�RI
LQIODWLRQ�LQ�WKH�IXWXUH�PD\�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�DELOLW\� WR�PDLQWDLQ�FXUUHQW� OHYHOV�RI�JURVV�PDUJLQ�DQG�VHOOLQJ��JHQHUDO�DQG
DGPLQLVWUDWLYH�H[SHQVHV�DV�D�SHUFHQWDJH�RI�QHW�VDOHV�LI�WKH�VHOOLQJ�SULFHV�RI�RXU�SURGXFWV�GR�QRW�LQFUHDVH�ZLWK�WKHVH�LQFUHDVHG�FRVWV�

0DUNHW�IRU�+XPDQ�$OEXPLQ�DQG�,9,*

2XU�WZR�PDMRU�SURGXFWV��KXPDQ�DOEXPLQ�DQG�,9,*��DFFRXQWHG�IRU�������DQG�������RI�WKH�WRWDO�VDOHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����
������UHVSHFWLYHO\��,I�WKH�PDUNHW�GHPDQGV�IRU�KXPDQ�DOEXPLQ�RU�,9,*�FDQQRW�EH�VXVWDLQHG�LQ�WKH�IXWXUH�RU�LI�WKHUH�LV�VXEVWDQWLDO�SULFH
GHFUHDVH�LQ�ERWK�SURGXFWV��RXU�RSHUDWLQJ�UHVXOWV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

,7(0����),1$1&,$/�67$7(0(176�$1'�6833/(0(17$5<�'$7$�

&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

7KH�IXOO� WH[W�RI�RXU�DXGLWHG�FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV�DV�RI�'HFHPEHU����������������DQG������EHJLQV�RQ�SDJH�)���RI� WKLV
UHSRUW�

4XDUWHUO\�)LQDQFLDO�5HVXOWV

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�FHUWDLQ�XQDXGLWHG�ILQDQFLDO� LQIRUPDWLRQ�IRU�HDFK�RI� WKH�HLJKW�TXDUWHUV�HQGHG�'HFHPEHU�����������7KH
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�IRU�HDFK�RI�WKHVH�TXDUWHUV�KDYH�EHHQ�SUHSDUHG�RQ�WKH�VDPH�EDVLV�DV�WKH�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO
VWDWHPHQWV�LQFOXGHG�LQ�WKLV�DQQXDO�UHSRUW�DQG��LQ�WKH�RSLQLRQ�RI�PDQDJHPHQW��LQFOXGH�DOO�DGMXVWPHQWV�QHFHVVDU\�IRU�WKH�IDLU�SUHVHQWDWLRQ
RI� WKH� UHVXOWV� RI� RSHUDWLRQV� IRU� WKHVH� SHULRGV�� 7KLV� LQIRUPDWLRQ� VKRXOG� EH� UHDG� WRJHWKHU� ZLWK� RXU� DXGLWHG� FRQVROLGDWHG� ILQDQFLDO
VWDWHPHQWV�DQG�WKH�UHODWHG�QRWHV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�DQQXDO�UHSRUW�

�$OO�DPRXQWV�LQ�WKRXVDQGV�RI�8�6��GROODUV�

� � 'HF���� � � 6HS���� � � -XQ���� � � 0DU���� � � 'HF���� � � 6HS���� � � -XQ���� � � 0DU���� �
� � ���� � � ���� � � ���� � � ���� � � ���� � � ���� � � ���� � � ���� �
6DOHV � �������� � �������� � �������� � �������� � �������� � �������� � �������� � ��������
*URVV�SURILW � ������� � ������� � ������� � ������� � ������� � ������� � ������� � �������
(DUQLQJV�EHIRUH�LQFRPH
WD[�H[SHQVHV � ������ � ������� � ������� � ������� � ���� � ������� � ������� � �������

1HW�LQFRPH�DWWULEXWDEOH�WR
&RPSDQ\ � ������ � ������� � ������� � ������ � ������� � ������� � ������� � �������

%DVLF�HDUQLQJV�SHU�VKDUH � ����� � ������ � ����� � ����� � ������ � ����� � ����� � �����
'LOXWHG�HDUQLQJV�SHU�VKDUH � ����� � ������ � ����� � ����� � ������ � ����� � ����� � �����
(DUQLQJV�SHU�VKDUH�DUH�FRPSXWHG�LQGHSHQGHQWO\�IRU�HDFK�RI�WKH�TXDUWHUV�SUHVHQWHG��7KHUHIRUH��WKH�VXP�RI�WKH�TXDUWHUO\�QHW�HDUQLQJV�SHU
VKDUH�ZLOO�QRW�QHFHVVDULO\�HTXDO�WKH�WRWDO�IRU�WKH�\HDU�

��
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,7(0� ��� &+$1*(6� ,1� $1'� ',6$*5((0(176� :,7+� $&&2817$176� 21� $&&2817,1*� $1'� ),1$1&,$/
',6&/2685(�

1RQH�

,7(0��$��&21752/6�$1'�352&('85(6�

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

:H�PDLQWDLQ�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV��DV�GHILQHG�LQ�5XOH���D����H��XQGHU�WKH�([FKDQJH�$FW��WKDW�DUH�GHVLJQHG�WR�HQVXUH
WKDW� LQIRUPDWLRQ� WKDW�ZRXOG� EH� UHTXLUHG� WR� EH� GLVFORVHG� LQ�([FKDQJH�$FW� UHSRUWV� LV� UHFRUGHG�� SURFHVVHG�� VXPPDUL]HG� DQG� UHSRUWHG
ZLWKLQ� WKH� WLPH�SHULRG�VSHFLILHG� LQ� WKH�6(&¶V� UXOHV�DQG� IRUPV��DQG� WKDW� VXFK� LQIRUPDWLRQ� LV�DFFXPXODWHG�DQG�FRPPXQLFDWHG� WR�RXU
PDQDJHPHQW��LQFOXGLQJ�WR�RXU�&KLHI�([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU��DV�DSSURSULDWH��WR�DOORZ�WLPHO\�GHFLVLRQV�UHJDUGLQJ
UHTXLUHG�GLVFORVXUH�

$V�UHTXLUHG�E\�5XOH���D����XQGHU�WKH�([FKDQJH�$FW��RXU�PDQDJHPHQW��LQFOXGLQJ�RXU�&KLHI�([HFXWLYH�2IILFHU��0U��&KDR�0LQJ�=KDR�
DQG�RXU�&KLHI�)LQDQFLDO�2IILFHU��0U��<��7ULVWDQ�.XR��HYDOXDWHG�WKH�HIIHFWLYHQHVV�RI�WKH�GHVLJQ�DQG�RSHUDWLRQ�RI�RXU�GLVFORVXUH�FRQWUROV
DQG�SURFHGXUHV�DV�RI�'HFHPEHU�����������%DVHG�RQ�WKDW�HYDOXDWLRQ��0U��=KDR�DQG�0U��.XR�FRQFOXGHG�WKDW�RXU�GLVFORVXUH�FRQWUROV�DQG
SURFHGXUHV�ZHUH�HIIHFWLYH�DV�RI�'HFHPEHU����������

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

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

2XU�PDQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DGHTXDWH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�IRU�WKH�&RPSDQ\�
DV�GHILQHG�LQ�([FKDQJH�$FW�5XOHV���D����I��DQG���G����I���,QWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�UHIHUV�WR�WKH�SURFHVV�GHVLJQHG�E\�
RU� XQGHU� WKH� VXSHUYLVLRQ� RI�� RXU� &KLHI� ([HFXWLYH� 2IILFHU� DQG� &KLHI� )LQDQFLDO� 2IILFHU�� DQG� HIIHFWHG� E\� RXU� %RDUG� RI� 'LUHFWRUV�
PDQDJHPHQW� DQG� RWKHU� SHUVRQQHO�� WR� SURYLGH� UHDVRQDEOH� DVVXUDQFH� UHJDUGLQJ� WKH� UHOLDELOLW\� RI� RXU� ILQDQFLDO� UHSRUWLQJ� DQG� WKH
SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�8�6��*$$3��DQG�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�RXU�DVVHWV�

� � �

�
��� SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�WUDQVDFWLRQV�DUH�UHFRUGHG�DV�QHFHVVDU\�WR�SHUPLW�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ

DFFRUGDQFH� ZLWK� 8�6�� *$$3�� DQG� WKDW� RXU� UHFHLSWV� DQG� H[SHQGLWXUHV� DUH� EHLQJ� PDGH� RQO\� LQ� DFFRUGDQFH� ZLWK� WKH
DXWKRUL]DWLRQ�RI�RXU�PDQDJHPHQW�DQG�GLUHFWRUV��DQG

� � �

� ��� SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�SUHYHQWLRQ�RU�WLPHO\�GHWHFWLRQ�RI�XQDXWKRUL]HG�DFTXLVLWLRQ��XVH�RU�GLVSRVLWLRQ�RI
RXU�DVVHWV�WKDW�FRXOG�KDYH�D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�

%HFDXVH�RI� LWV� LQKHUHQW� OLPLWDWLRQV�� LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��3URMHFWLRQV�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�

0DQDJHPHQW� HYDOXDWHG� WKH� HIIHFWLYHQHVV� RI� RXU� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ� DV� RI�'HFHPEHU� ���� ������ ,Q�PDNLQJ� WKLV
HYDOXDWLRQ�� PDQDJHPHQW� XVHG� WKH� IUDPHZRUN� HVWDEOLVKHG� LQ� ,QWHUQDO� &RQWURO� �� ,QWHJUDWHG� )UDPHZRUN� LVVXHG� E\� WKH� &RPPLWWHH� RI
6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ��RU�&262��7KH�&262�IUDPHZRUN�VXPPDUL]HV�HDFK�RI�WKH�FRPSRQHQWV�RI�D
FRPSDQ\¶V�LQWHUQDO�FRQWURO�V\VWHP��LQFOXGLQJ��L��WKH�FRQWURO�HQYLURQPHQW���LL��ULVN�DVVHVVPHQW���LLL��FRQWURO�DFWLYLWLHV���LY��LQIRUPDWLRQ
DQG�FRPPXQLFDWLRQ��DQG��Y��PRQLWRULQJ��%DVHG�RQ�RXU�HYDOXDWLRQ�ZH�GHWHUPLQHG�WKDW��DV�RI�'HFHPEHU�����������RXU�LQWHUQDO�FRQWURO
RYHU�ILQDQFLDO�UHSRUWLQJ�ZDV�HIIHFWLYH�DV�RI�'HFHPEHU����������

2XU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU����������KDV�EHHQ�DXGLWHG�E\�RXU�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP�DV
VWDWHG�LQ�WKHLU�UHSRUW�ZKLFK�LV�LQFOXGHG�LQ�3DUW�,,��,WHP��$�RI�WKLV�IRUP����.�

5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

7KH�%RDUG�RI�'LUHFWRUV�DQG�6WRFNKROGHUV
&KLQD�%LRORJLF�3URGXFWV��,QF��

:H�KDYH�DXGLWHG�&KLQD�%LRORJLF�3URGXFWV��,QF�¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU�����������EDVHG�RQ�FULWHULD
HVWDEOLVKHG� LQ� ,QWHUQDO� &RQWURO� �� ,QWHJUDWHG� )UDPHZRUN� LVVXHG� E\� WKH� &RPPLWWHH� RI� 6SRQVRULQJ� 2UJDQL]DWLRQV� RI� WKH� 7UHDGZD\
&RPPLVVLRQ� �&262��� &KLQD� %LRORJLF� 3URGXFWV�� ,QF�¶V� PDQDJHPHQW� LV� UHVSRQVLEOH� IRU� PDLQWDLQLQJ� HIIHFWLYH� LQWHUQDO� FRQWURO� RYHU
ILQDQFLDO� UHSRUWLQJ� DQG� IRU� LWV� DVVHVVPHQW� RI� WKH� HIIHFWLYHQHVV� RI� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ�� LQFOXGHG� LQ� WKH
DFFRPSDQ\LQJ�0DQDJHPHQW¶V�5HSRUW�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKH
&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�EDVHG�RQ�RXU�DXGLW�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



��
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: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��DQG�WHVWLQJ�DQG�HYDOXDWLQJ�WKH�GHVLJQ�DQG�RSHUDWLQJ�HIIHFWLYHQHVV
RI�LQWHUQDO�FRQWURO�EDVHG�RQ�WKH�DVVHVVHG�ULVN��2XU�DXGLW�DOVR�LQFOXGHG�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�

,Q�RXU�RSLQLRQ��&KLQD�%LRORJLF�3URGXFWV��,QF��PDLQWDLQHG��LQ�DOO�PDWHULDO�UHVSHFWV��HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV
RI� 'HFHPEHU� ���� ������ EDVHG� RQ� FULWHULD� HVWDEOLVKHG� LQ� ,QWHUQDO� &RQWURO²,QWHJUDWHG� )UDPHZRUN� LVVXHG� E\� WKH� &RPPLWWHH� RI
6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ�

:H� DOVR� KDYH� DXGLWHG�� LQ� DFFRUGDQFH�ZLWK� WKH� VWDQGDUGV� RI� WKH� 3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG� �8QLWHG� 6WDWHV��� WKH
FRQVROLGDWHG� EDODQFH� VKHHWV� RI�&KLQD�%LRORJLF�3URGXFWV�� ,QF�� DQG� VXEVLGLDULHV� DV� RI�'HFHPEHU� ���� ����� DQG� ������ DQG� WKH� UHODWHG
FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��DQG�FKDQJHV�LQ�HTXLW\��DQG�FDVK�IORZV�IRU�HDFK�RI�WKH�\HDUV�WKHQ�HQGHG��DQG�RXU
UHSRUW�GDWHG�0DUFK����������H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ�RQ�WKRVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

�6��.30*
+RQJ�.RQJ��&KLQD
0DUFK���������

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

,Q� ,WHP��$�RI� RXU�$QQXDO�5HSRUW� RQ�)RUP����.� IRU� WKH� ILVFDO� \HDU� HQGHG�'HFHPEHU� ���� ������PDQDJHPHQW� LGHQWLILHG� LQHIIHFWLYH
UHYLHZ�FRQWUROV�RQ� WKH� UHFRJQLWLRQ�RI�GHIHUUHG� WD[� OLDELOLWLHV�DQG�GHULYDWLYH� LQVWUXPHQW�YDOXDWLRQ��EHFDXVH�RI� ODFN�RI� UHVRXUFHV�ZLWK
H[SHUWLVH�LQ�QRQ�UHFXUULQJ�WUDQVDFWLRQV��ZKLFK�UHVXOWHG�LQ�LQDGYHUWHQWO\�RPLVVLRQ�RI�WKH�IDLU�YDOXH�RI�HPEHGGHG�RSWLRQ�LQ�ZDUUDQWV�DQG
PLVLQWHUSUHWDWLRQ�RI�8�6��*$$3�UHJDUGLQJ�WKH�UHFRJQLWLRQ�RI�GHIHUUHG�WD[�OLDELOLWLHV�XSRQ�EXVLQHVV�FRPELQDWLRQ��'XULQJ�ILVFDO������
ZH� FRPSOHWHG� WKH� UHPHGLDWLRQ� RI� WKLV� PDWHULDO� ZHDNQHVV� E\� DFTXLULQJ� VHUYLFHV� RI� WKLUG� SDUW\� FRQVXOWLQJ� H[SHUWLVH� LQ� WKH� DUHD� RI
GHULYDWLYH� LQVWUXPHQW�YDOXDWLRQ�DQG� LQGHSHQGHQW� WD[�DFFRXQWDQW�� ,Q�DGGLWLRQ��ZH�H[SDQGHG� WKH�VL]H�RI� LQWHUQDO�DXGLW�GHSDUWPHQW�DQG
LQFUHDVHG� WKH� IUHTXHQF\�RI� LQWHUQDO� FRQWURO� WHVWLQJ�GXULQJ� WKH�\HDU�HQGHG�'HFHPEHU�����������:H�KDYH�DOVR� LQFUHDVHG� LQWHUQDO� DQG
H[WHUQDO�86�*$$3�WUDLQLQJ�WR�RXU�DFFRXQWLQJ�SHUVRQQHO�DQG�VWUHQJWKHQHG�WKH�PDQDJHPHQW�UHYLHZ�RI�ILQDQFLDO�UHSRUWLQJ�

2WKHU� WKDQ� WKH� FRQWURO� LPSURYHPHQWV� GLVFXVVHG� DERYH�� WKHUH� KDYH� EHHQ�QR� FKDQJHV� LQ� RXU� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ
GXULQJ� WKH�PRVW� UHFHQW� ILVFDO�TXDUWHU� WKDW�KDYH�PDWHULDOO\�DIIHFWHG��RU�DV� UHDVRQDEO\� OLNHO\� WR�PDWHULDOO\�DIIHFW� ��RXU� LQWHUQDO�FRQWURO
RYHU�ILQDQFLDO�UHSRUWLQJ�

,7(0��%��27+(5�,1)250$7,21�

:H�KDYH�QR� LQIRUPDWLRQ� WR�GLVFORVH� WKDW�ZDV� UHTXLUHG� WR�EH�GLVFORVHG� LQ�D� UHSRUW�RQ�)RUP���.�GXULQJ� IRXUWK�TXDUWHU�RI� ILVFDO�\HDU
������EXW�ZDV�QRW�UHSRUWHG�

3$57�,,,

,7(0�����',5(&7256��(;(&87,9(�2)),&(56�$1'�&25325$7(�*29(51$1&(�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�,WHP����RI�3DUW�,,,�LV�LQFOXGHG�LQ�RXU�3UR[\�6WDWHPHQW�IRU�RXU������$QQXDO�0HHWLQJ�RI�6WRFNKROGHUV�DQG
LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

��
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,7(0�����(;(&87,9(�&203(16$7,21�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�,WHP����RI�3DUW�,,,�LV�LQFOXGHG�LQ�RXU�3UR[\�6WDWHPHQW�IRU�RXU������$QQXDO�0HHWLQJ�RI�6WRFNKROGHUV�DQG
LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

,7(0� ���� 6(&85,7<� 2:1(56+,3� 2)� &(57$,1� %(1(),&,$/� 2:1(56�$1'� 0$1$*(0(17�$1'� 5(/$7('
672&.+2/'(5�0$77(56�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�,WHP����RI�3DUW�,,,�LV�LQFOXGHG�LQ�RXU�3UR[\�6WDWHPHQW�IRU�RXU������$QQXDO�0HHWLQJ�RI�6WRFNKROGHUV�DQG
LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

,7(0�����&(57$,1�5(/$7,216+,36�$1'�5(/$7('�75$16$&7,216��$1'�',5(&725�,1'(3(1'(1&(�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�,WHP����RI�3DUW�,,,�LV�LQFOXGHG�LQ�RXU�3UR[\�6WDWHPHQW�IRU�RXU������$QQXDO�0HHWLQJ�RI�6WRFNKROGHUV�DQG
LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

,7(0�����35,1&,3$/�$&&2817,1*�)((6�$1'�6(59,&(6�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�,WHP����RI�3DUW�,,,�LV�LQFOXGHG�LQ�RXU�3UR[\�6WDWHPHQW�IRU�RXU������$QQXDO�0HHWLQJ�RI�6WRFNKROGHUV�DQG
LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

3$57�,9

,7(0�����(;+,%,76��),1$1&,$/�67$7(0(17�6&+('8/(6�

)LQDQFLDO�6WDWHPHQWV�DQG�6FKHGXOHV

7KH� ILQDQFLDO� VWDWHPHQWV� DUH� VHW� IRUWK� XQGHU� ,WHP� �� RI� WKLV� DQQXDO� UHSRUW� RQ� )RUP� ���.�� )LQDQFLDO� VWDWHPHQW� VFKHGXOHV� KDYH� EHHQ
RPLWWHG�VLQFH�WKH\�DUH�HLWKHU�QRW�UHTXLUHG��QRW�DSSOLFDEOH��RU�WKH�LQIRUPDWLRQ�LV�RWKHUZLVH�LQFOXGHG�

([KLELW�/LVW

7KH�OLVW�RI�H[KLELWV�LQ�WKH�([KLELW�,QGH[�WR�WKLV�5HSRUW�LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

��
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6,*1$785(6

,Q�DFFRUGDQFH�ZLWK�VHFWLRQ����RU����G��RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������WKH�5HJLVWUDQW�FDXVHG�WKLV�5HSRUW�RQ�)RUP����.�WR�EH
VLJQHG�RQ�LWV�EHKDOI�E\�WKH�XQGHUVLJQHG��WKHUHWR�GXO\�DXWKRUL]HG�LQGLYLGXDO�

'DWH��0DUFK���������

&+,1$�%,2/2*,&�352'8&76��,1&�

%\���V��&KDR�0LQJ�=KDR���������������������������
&KDR�0LQJ�=KDR
&KLHI�([HFXWLYH�2IILFHU

%\���V��<X�<XQ�7ULVWDQ�.XR���������������������
<X�<XQ�7ULVWDQ�.XR
&KLHI�)LQDQFLDO�2IILFHU

,Q�DFFRUGDQFH�ZLWK�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������WKLV�UHSRUW�KDV�EHHQ�VLJQHG�EHORZ�E\�WKH�IROORZLQJ�SHUVRQV�RQ�EHKDOI�RI�WKH
5HJLVWUDQW�DQG�LQ�WKH�FDSDFLWLHV�DQG�RQ�WKH�GDWHV�LQGLFDWHG�

6LJQDWXUH � 7LWOH 'DWH
� � � �
�V��&KDR�0LQJ�=KDR � &KLHI�([HFXWLYH�2IILFHU 0DUFK���������
&KDR�0LQJ�=KDR � �3ULQFLSDO�([HFXWLYH�2IILFHU� �
� � � �
�V��<X�<XQ�7ULVWDQ�.XR � &KLHI�)LQDQFLDO�2IILFHU 0DUFK���������
<X�<XQ�7ULVWDQ�.XR � �3ULQFLSDO�)LQDQFLDO�DQG�$FFRXQWLQJ�2IILFHU� �
� � � �
�V��6LX�/LQJ�&KDQ � &KDLUZRPDQ�RI�WKH�%RDUG 0DUFK���������
6LX�/LQJ�&KDQ � � �
� � � �
�V��6HDQ�6KDR � 'LUHFWRU 0DUFK���������
6HDQ�6KDR � � �
� � � �
�V��'DYLG��;LDR\LQJ��*DR � 'LUHFWRU 0DUFK���������
'DYLG��;LDR\LQJ��*DR � � �
� � � �
�V��7RQJ�-XQ�/LQ � 'LUHFWRU 0DUFK���������
7RQJ�-XQ�/LQ � � �
� � � �
�V��&KRQJ�<DQJ�/L � 'LUHFWRU 0DUFK���������
&KRQJ�<DQJ�/L � � �
� � � �
�V��%LQJ�/L � 'LUHFWRU 0DUFK���������
%LQJ�/L � � �
� � � �
�V��:HQIDQJ�/LX � 'LUHFWRU 0DUFK���������
:HQIDQJ�/LX � � �

��
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&217(176

� 3DJH
5HSRUWV�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUPV )�����)��
&RQVROLGDWHG�%DODQFH�6KHHWV )��
&RQVROLGDWHG�6WDWHPHQWV�RI�&RPSUHKHQVLYH�,QFRPH )��
&RQVROLGDWHG�6WDWHPHQWV�RI�&KDQJHV�LQ�(TXLW\ )��
&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV )��
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV )�����)���

��
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5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

7KH�%RDUG�RI�'LUHFWRUV�DQG�6WRFNKROGHUV
&KLQD�%LRORJLF�3URGXFWV��,QF��

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV�RI�&KLQD�%LRORJLF�3URGXFWV��,QF��DQG�VXEVLGLDULHV��WKH�³&RPSDQ\´��DV
RI�'HFHPEHU����������DQG�������DQG�WKH�UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��FKDQJHV�LQ�HTXLW\�DQG�FDVK�IORZV
IRU�HDFK�RI�WKH�\HDUV�WKHQ�HQGHG��7KHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\¶V�PDQDJHPHQW��2XU
UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�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�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�UHIHUUHG�WR�DERYH�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI
&KLQD�%LRORJLF�3URGXFWV��,QF��DQG�VXEVLGLDULHV�DV�RI�'HFHPEHU����������DQG�������DQG�WKH�UHVXOWV�RI�WKHLU�RSHUDWLRQV�DQG�WKHLU�FDVK
IORZV�IRU�HDFK�RI�WKH�\HDUV�WKHQ�HQGHG��LQ�FRQIRUPLW\�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�

:H�DOVR�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���&KLQD
%LRORJLF�3URGXFWV��,QF�¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU�����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ �,QWHUQDO
&RQWURO���,QWHJUDWHG�)UDPHZRUN� LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI� WKH�7UHDGZD\�&RPPLVVLRQ��&262���DQG
RXU� UHSRUW� GDWHG� 0DUFK� ���� ����� H[SUHVVHG� DQ� XQTXDOLILHG� RSLQLRQ� RQ� WKH� HIIHFWLYHQHVV� RI� WKH� &RPSDQ\¶V� LQWHUQDO� FRQWURO� RYHU
ILQDQFLDO�UHSRUWLQJ�

$V� GLVFXVVHG� LQ� 1RWH� ��� WR� WKH� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV�� *XL]KRX� 7DLEDQJ� %LRORJLFDO� 3URGXFWV� &R��� /WG�� �³*XL]KRX
7DLEDQJ´���D�VXEVLGLDU\�RI�&KLQD�%LRORJLF�3URGXFWV��,QF���LV�D�GHIHQGDQW�LQ�D�ODZVXLW�EURXJKW�E\�FHUWDLQ�SRWHQWLDO�LQYHVWRUV�ZLWK�UHVSHFW
WR�*XL]KRX�7DLEDQJ¶V�IDLOXUH�WR�UHJLVWHU�WKHLU�FDSLWDO�FRQWULEXWLRQV�LQ�*XL]KRX�7DLEDQJ�ZLWK�WKH�ORFDO�$GPLQLVWUDWLRQ�IRU�,QGXVWU\�DQG
&RPPHUFH�

�

�6��.30*

+RQJ�.RQJ��&KLQD
0DUFK���������

)��
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7R�WKH�%RDUG�RI�'LUHFWRUV�DQG�6WRFNKROGHUV�RI
&KLQD�%LRORJLF�3URGXFWV��,QF�

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV�RI�&KLQD�%LRORJLF�3URGXFWV��,QF��DQG�VXEVLGLDULHV�DV�RI�'HFHPEHU����
�����DQG�������DQG�WKH�UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH�DQG�RWKHU�FRPSUHKHQVLYH�LQFRPH��FKDQJHV�LQ�HTXLW\��DQG�FDVK�IORZV
IRU�HDFK�RI�WKH�\HDUV�LQ�WKH�WZR�\HDU�SHULRG�HQGHG�'HFHPEHU�����������&KLQD�%LRORJLF�3URGXFWV��,QF�¶V�PDQDJHPHQW�LV�UHVSRQVLEOH�IRU
WKHVH�ILQDQFLDO�VWDWHPHQWV��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLWV�

:H�FRQGXFWHG�RXU�DXGLWV�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���7KRVH
VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�RI
PDWHULDO�PLVVWDWHPHQW��7KH�FRPSDQ\� LV�QRW� UHTXLUHG� WR�KDYH��QRU�ZHUH�ZH�HQJDJHG� WR�SHUIRUP��DQ�DXGLW�RI� LWV� LQWHUQDO�FRQWURO�RYHU
ILQDQFLDO� UHSRUWLQJ�� 2XU� DXGLW� LQFOXGHG� FRQVLGHUDWLRQ� RI� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ� DV� D� EDVLV� IRU� GHVLJQLQJ� DXGLW
SURFHGXUHV� WKDW� DUH� DSSURSULDWH� LQ� WKH� FLUFXPVWDQFHV�� EXW� QRW� IRU� WKH� SXUSRVH� RI� H[SUHVVLQJ� DQ� RSLQLRQ� RQ� WKH� HIIHFWLYHQHVV� RI� WKH
FRPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��$FFRUGLQJO\��ZH�H[SUHVV�QR�VXFK�RSLQLRQ��$Q�DXGLW�DOVR�LQFOXGHV�H[DPLQLQJ��RQ�D
WHVW�EDVLV��HYLGHQFH�VXSSRUWLQJ�WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��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�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�UHIHUUHG�WR�DERYH�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI
&KLQD�%LRORJLF�3URGXFWV��,QF��DQG�VXEVLGLDULHV�DV�RI�'HFHPEHU����������DQG�������DQG�WKH�UHVXOWV�RI�LWV�RSHUDWLRQV�DQG�LWV�FDVK�IORZV
IRU�HDFK�RI�WKH�\HDUV�LQ�WKH�WZR�\HDU�SHULRG�HQGHG�'HFHPEHU����������LQ�FRQIRUPLW\�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ
WKH�8QLWHG�6WDWHV�RI�$PHULFD�
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23(5$7,1*
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���1HW�LQFRPH � ������������ � ������������� � �����������
$GMXVWPHQWV�WR�UHFRQFLOH�QHW

LQFRPH�WR�QHW�FDVK
SURYLGHG�E\�RSHUDWLQJ
DFWLYLWLHV� � � � � � �

�����������������������'HSUHFLDWLRQ � ���������� � ���������� � ����������
�����������������������,PSDLUPHQW�ORVV�RI

JRRGZLOO � ����������� � �� � ��
�����������������������/RVV�RQ

DEDQGRQPHQW�DQG
ZULWH�RII�RI�ORQJ�OLYHG
DVVHWV � ���������� � �� � ��

�����������������������$PRUWL]DWLRQ � ���������� � ���������� � ����������
�����������������������/RVV�RQ�VDOH�RI

SURSHUW\��SODQW�DQG
HTXLSPHQW � �������� � �������� � ��������

�����������������������5HYHUVDO�RI
DOORZDQFH�IRU
GRXEWIXO�DFFRXQWV�
QHW � �������� � �������� � ��������

������������������������5HYHUVDO
RI��SURYLVLRQ�IRU
GRXEWIXO�DFFRXQWV��
RWKHU�UHFHLYDEOHV
DQG�SUHSD\PHQWV � �������� � �������� � ��������

�����������������������:ULWH�GRZQ�RI
REVROHWH
LQYHQWRULHV � �������� � �������� � ��������

�����������������������'HIHUUHG�WD[
EHQHILW��QHW � ����������� � ����������� � �����������

�����������������������6WRFN
FRPSHQVDWLRQ � ���������� � ���������� � �������

�����������������������&KDQJH�LQ�IDLU
YDOXH�RI�GHULYDWLYH
OLDELOLWLHV � ������������ � ���������� � �����������

�����������������������$PRUWL]DWLRQ�RI
GHIHUUHG�QRWH�LVVXDQFH
FRVW � ������� � �������� � ��������

�����������������������$PRUWL]DWLRQ�RI
GLVFRXQW�RQ�FRQYHUWLEOH
QRWHV � ���������� � ���������� � ��������

�����������������������(TXLW\�LQ�LQFRPH�RI
DQ�HTXLW\�PHWKRG�LQYHVWHH � ����������� � ����������� � ���������

������&KDQJH�LQ�RSHUDWLQJ�DVVHWV
DQG�OLDELOLWLHV��QHW�RI
DFTXLVLWLRQ�LQ�'DOLQ� � � � � � � � � �

�����������������������$FFRXQWV
UHFHLYDEOH�±�WKLUG�SDUWLHV � ����������� � ����������� � �����������

�����������������������$FFRXQWV
UHFHLYDEOH�±�D�UHODWHG
SDUW\ � �������� � ������� � ��������

�����������������������2WKHU�UHFHLYDEOHV � �������� � �������� � �����������
�����������������������,QYHQWRULHV � ������������ � ������������ � ������������
�����������������������3UHSD\PHQWV�DQG

SUHSDLG�H[SHQVHV � ��������� � �������� � ���������
�����������������������$FFRXQWV�SD\DEOH � �������� � �������� � ��������
�����������������������2WKHU�SD\DEOHV�DQG � ���������� � ��������� � ����������
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DFFUXHG�H[SHQVHV
�����������������������$FFUXHG�LQWHUHVW��

QRQFRQWUROOLQJ�LQWHUHVW
VKDUHKROGHUV � �� � ����������� � ����������

�����������������������$GYDQFH�IURP
FXVWRPHUV � �������� � ��������� � ��������

�����������������������$GYDQFH�IURP
FXVWRPHUV�±�D�UHODWHG
SDUW\ � �������� � �� � ��

�����������������������,QFRPH�WD[�SD\DEOH � ����������� � ����������� � ����������
�����������������������2WKHU�WD[HV�SD\DEOH� �������� � �������� � ��������
1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ

DFWLYLWLHV � ����������� � ����������� � �����������
� � � � � � � � � �
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,19(67,1*
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���'LYLGHQGV�UHFHLYHG � ���������� � �� � ��������
���$FTXLVLWLRQ�RI�D�VXEVLGLDU\��QHW

RI�FDVK�DFTXLUHG � �� � ����������� � ����������
���$FTXLVLWLRQ�RI�HTXLW\�PHWKRG

LQYHVWPHQW � �� � �� � �����������
���3D\PHQW�IRU�SURSHUW\��SODQW�DQG

HTXLSPHQW � ����������� � ������������ � �����������
���3D\PHQW�IRU�LQWDQJLEOH�DVVHWV

DQG�ODQG�XVH�ULJKW � ��������� � ����������� � �����������
���3URFHHGV�IURP�VDOH�RI�SURSHUW\�

SODQW�DQG�HTXLSPHQW � ������� � �� � �������
1HW�FDVK�XVHG�LQ�LQYHVWLQJ

DFWLYLWLHV � ����������� � ������������ � �����������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
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$&7,9,7,(6� � � � � � � � � �
���3URFHHGV�IURP�ZDUUDQWV�H[HUFLVHG � �� � ���������� � ����������
���3URFHHGV�IURP�VWRFN�RSWLRQ�H[HUFLVHG � �������� � ������� � ��������
���3URFHHGV�IURP�LVVXDQFH�RI�FRQYHUWLEOH

QRWHV � �� � �� � ����������
���$FTXLVLWLRQ�RI�QRQFRQWUROOLQJ�LQWHUHVW � ����������� � �� � ��
���5HSD\PHQW�RI�IRUPHU�VKDUHKROGHUV

ORDQ�LQ�D�VXEVLGLDU\ � �� � �� � �����������
���3URFHHGV�IURP�VKRUW�WHUP�EDQN�ORDQV � ����������� � ���������� � �����������
���5HSD\PHQW�RI�VKRUW�WHUP�EDQN�ORDQV � ������������ � ����������� � ������������
���5HSD\PHQW�RI�QRQFRQWUROOLQJ�LQWHUHVW

VKDUHKROGHU�ORDQ � �� � ����������� � ���������
���'LYLGHQGV�SDLG�E\�VXEVLGLDULHV�WR

QRQFRQWUROOLQJ�LQWHUHVW
VKDUHKROGHUV � ������������ � ������������ � �����������

1HW�FDVK��XVHG�LQ��SURYLGHG�E\
ILQDQFLQJ�DFWLYLWLHV � ������������ � ������������ � ����������

� � � � � � � � � �
())(&7�2)�)25(,*1�(;&+$1*(

5$7(�&+$1*(6�21�&$6+ � ���������� � ���������� � �������
� � � � � � � � � �
1(7�,1&5($6(�,1�&$6+ � ����������� � ����������� � �����������
� � � � � � � � � �
&DVK�DW�EHJLQQLQJ�RI�\HDU � ����������� � ����������� � ����������
� � � � � � � � � �
&DVK�DW�HQG�RI�\HDU � ����������� � ������������ � ������������
� � � � � � � � � �
6XSSOHPHQWDO�FDVK�IORZ�LQIRUPDWLRQ � � � � � � � � �
���&DVK�SDLG�IRU�LQFRPH�WD[HV � ����������� � ������������ � �����������
���&DVK�SDLG�IRU�LQWHUHVW�H[SHQVH � �������� � ��������� � �����������
���1RQFDVK�LQYHVWLQJ�DQG�ILQDQFLQJ

DFWLYLWLHV� � � � � � � � � �
���������������5HFODVVLILFDWLRQ�RI�ZDUUDQW

OLDELOLW\�WR�SDLG�LQ�FDSLWDO
XSRQ�ZDUUDQWV�H[HUFLVH � �� � ����������� � �����������

���������������&RQYHUWLEOH�QRWHV�FRQYHUVLRQ � ����������� � ����������� � �����������
���������������'LVWULEXWLRQ�SDLG�E\�RIIVHWWLQJ

DFFRXQWV�UHFHLYDEOH���UHODWHG
SDUW\ � �� � ��� � ���������

���������������'LVWULEXWLRQ�SDLG�LQ�H[FKDQJH
RI�QRQFRQWUROOLQJ�LQWHUHVW
VKDUHKROGHUV�ORDQ � ��� � ��� � �����������

���������������'LVWULEXWLRQ�SDLG�E\�RIIVHWWLQJ
ORDQ�DQG�LQWHUHVW�GXH�IURP
KROGHU�RI�QRQFRQWUROOLQJ
LQWHUHVW � �� � ��� � �����������

���������������1HW�DVVHWV�DFTXLUHG�ZLWK
SUHSD\PHQWV�PDGH�LQ�SULRU
SHULRGV � �� � ��� � ������������

���������������1HW�DVVHWV�DFTXLUHG�ZLWK
XQSDLG�LQYHVWPHQW � �� � ��� � �����������

���������������7UDQVIHU�IURP�SUHSD\PHQWV
DQG�GHSRVLWV�WR�SURSHUW\�
SODQW�DQG�HTXLSPHQW � �������� � ����������� � �����������

���������������/DQG�XVH�ULJKW�DFTXLUHG�ZLWK
SUHSD\PHQWV�PDGH�LQ�SULRU
SHULRGV � �������� � ��� � ���������

� �������� � ����������� � ���������
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&KLQD�%LRORJLF�3URGXFWV��,QF���WKH�³&RPSDQ\´�RU�³&%3´��IRUPHUO\�NQRZQ�DV�³*5&�+ROGLQJV��,QF�´��ZDV�RULJLQDOO\�LQFRUSRUDWHG�LQ
WKH� 6WDWH� RI� 7H[DV� LQ� ������ 2Q� -XO\� ���� ������ WKH� &RPSDQ\� DQG� LWV� WKHQ� SULQFLSOH� VKDUHKROGHUV� HQWHUHG� LQWR� D� VKDUH� H[FKDQJH
DJUHHPHQW� �WKH� ³([FKDQJH�$JUHHPHQW´�� ZLWK� 7DLEDQJ� %LRORJLFDO� /WG�� �³7DLEDQJ� %LRORJLFDO´�� IRUPHUO\� NQRZQ� DV� ³/RJLF� ([SUHVV
/WG�´���D�SULYDWHO\�KHOG�LQYHVWPHQW�KROGLQJ�FRPSDQ\�LQFRUSRUDWHG�RQ�-DQXDU\���������XQGHU�WKH�ODZV�RI�WKH�%ULWLVK�9LUJLQ�,VODQGV��DQG
DOO�WKH�VKDUHKROGHUV�RI�7DLEDQJ�%LRORJLFDO��WKH�³7DLEDQJ�%LRORJLFDO�6KDUHKROGHUV´���3XUVXDQW�WR�WKH�WHUPV�RI�WKH�([FKDQJH�$JUHHPHQW�
WKH� 7DLEDQJ� %LRORJLFDO� 6KDUHKROGHUV� WUDQVIHUUHG� WR� WKH� &RPSDQ\� DOO� RI� WKHLU� VKDUHV� LQ� H[FKDQJH� IRU� ����������� VKDUHV� RI� WKH
&RPSDQ\¶V�FRPPRQ�VKDUHV��WKH�³6KDUH�([FKDQJH´���$V�D�UHVXOW�RI�WKH�6KDUH�([FKDQJH��7DLEDQJ�%LRORJLFDO�EHFDPH�D�ZKROO\�RZQHG
VXEVLGLDU\� RI� WKH�&RPSDQ\� DQG� WKH�7DLEDQJ�%LRORJLFDO� 6KDUHKROGHUV� UHFHLYHG� DSSUR[LPDWHO\� ������ RI� WKH�&RPSDQ\¶V� LVVXHG� DQG
RXWVWDQGLQJ�FRPPRQ�VKDUHV��,PPHGLDWHO\�SULRU�WR�WKH�GDWH�RI�WKH�6KDUH�([FKDQJH��WKH�&RPSDQ\�ZDV�D�SXEOLFO\�OLVWHG�VKHOO�HQWLW\�ZLWK
QR� RSHUDWLRQV� DQG�� 7DLEDQJ� %LRORJLFDO�� WKURXJK� LWV� ������� RZQHG� VXEVLGLDU\�� 6KDQGRQJ� 7DLEDQJ� %LRORJLFDO� 3URGXFWV� &R�� /WG�
�³6KDQGRQJ�7DLEDQJ´���ZDV�HQJDJHG�LQ�WKH�UHVHDUFK��GHYHORSPHQW��FRPPHUFLDOL]DWLRQ��PDQXIDFWXUH�DQG�VDOH�RI�KXPDQ�EORRG�SURGXFWV
SULPDULO\� LQ� WKH� 3HRSOH¶V� 5HSXEOLF� RI� &KLQD� �WKH� ³35&´� RU� &KLQD��� 7KH� 6KDUH� ([FKDQJH� ZDV� DFFRXQWHG� IRU� DV� D� UHYHUVH
UHFDSLWDOL]DWLRQ��HTXLYDOHQW�WR�WKH�LVVXDQFH�RI�VWRFN�E\�7DLEDQJ�%LRORJLFDO�IRU�WKH�QHW�PRQHWDU\�DVVHWV�RI�WKH�&RPSDQ\�DFFRPSDQLHG
E\�D�UHFDSLWDOL]DWLRQ��$IWHU�FRQVXPPDWLRQ�RI�WKH�6KDUH�([FKDQJH��WKH�&RPSDQ\�FRQYHUWHG�LQWR�D�'HODZDUH�FRUSRUDWLRQ�DQG�FKDQJHG
LWV�QDPH�WR�&KLQD�%LRORJLF�3URGXFWV��,QF��RQ�-DQXDU\����������

7KH�&RPSDQ\��WKURXJK�LWV�35&�VXEVLGLDULHV��LV�D�ELRSKDUPDFHXWLFDO�FRPSDQ\�WKDW�LV�SULQFLSDOO\�HQJDJHG�LQ�WKH�UHVHDUFK��GHYHORSPHQW�
PDQXIDFWXULQJ�DQG�VDOHV�RI�SODVPD�EDVHG�SKDUPDFHXWLFDO�SURGXFWV�LQ�WKH�35&��7KH�35&�VXEVLGLDULHV�RZQ�DQG�RSHUDWH�SODVPD�VWDWLRQV
WKDW�SXUFKDVH�DQG�FROOHFW�SODVPD�IURP�LQGLYLGXDO�GRQRUV�IRU�D�IHH��7KH�SODVPD�LV�SURFHVVHG�LQWR�ILQLVKHG�JRRGV�DIWHU�SDVVLQJ�WKURXJK�D
VHULHV�RI�IUDFWLRQDWLQJ�SURFHVVHV��$OO�RI�WKH�&RPSDQ\¶V�SURGXFWV�DUH�SUHVFULSWLRQ�PHGLFLQHV�WKDW�UHTXLUH�JRYHUQPHQW�DSSURYDO�EHIRUH
WKH�SURGXFWV�DUH�VROG�WR�FXVWRPHUV��7KH�&RPSDQ\�SULPDULO\�VHOOV�LWV�SURGXFWV�WR�KRVSLWDOV�DQG�LQRFXODWLRQ�FHQWHUV�GLUHFWO\�RU�WKURXJK
GLVWULEXWRUV�LQ�WKH�35&�

2Q�6HSWHPEHU�����������WKH�&RPSDQ\��WKURXJK�7DLEDQJ�%LRORJLFDO��HQWHUHG�LQWR�DQ�HTXLW\�SXUFKDVH�DJUHHPHQW�ZLWK�*XL\DQJ�'DOLQ
%LRORJLF�7HFKQRORJLHV� &R�� /WG�� �³'DOLQ´�� IRUPHUO\� NQRZQ� DV� ³&KRQJTLQJ�'DOLQ� %LRORJLF�7HFKQRORJLHV� &R�� /WG�´��� DQ� LQYHVWPHQW
KROGLQJ�FRPSDQ\��DQG�FHUWDLQ�HTXLW\�RZQHUV�RI�'DOLQ��WR�DFTXLUH�����HTXLW\�LQWHUHVW�RI�'DOLQ��7KH�SXUFKDVH�FRQVLGHUDWLRQ�IRU�WKH����
HTXLW\�LQWHUHVW�LQ�'DOLQ�ZDV�50%��������������RU�DSSUR[LPDWHO\��������������LQ�FDVK�

$W�WKH�GDWH�RI�HQWHULQJ�LQWR�WKH�HTXLW\�SXUFKDVH�DJUHHPHQW��'DOLQ�KHOG�����HTXLW\�LQWHUHVW�LQ�*XL\DQJ�4LDQIHQJ�%LRORJLFDO�3URGXFWV
&R���/WG���³4LDQIHQJ´���ZKLFK�VXEVHTXHQWO\�FKDQJHG�LWV�QDPH�WR�*XL]KRX�7DLEDQJ�%LRORJLFDO�3URGXFWV�&R���/WG���³*XL]KRX�7DLEDQJ´�
RQ�'HFHPEHU�����������*XL]KRX�7DLEDQJ�LV�LQ�FRPSOLDQFH�ZLWK�WKH�*RRG�0DQXIDFWXULQJ�3UDFWLFHV�FHUWLILHG�E\�6WDWH�)RRG�DQG�'UXJ
$GPLQLVWUDWLRQ� �³6)'$´�� IRU� WKH� PDQXIDFWXULQJ�� VDOH� DQG� GLVWULEXWLRQ� RI� +XPDQ� $OEXPLQ�� +XPDQ� ,PPXQRJOREXOLQ�� +XPDQ
,QWUDYHQRXV� ,PPXQRJOREXOLQ�� +XPDQ�+HSDWLWLV� %� ,PPXQRJOREXOLQ�� +XPDQ�7HWDQXV� ,PPXQRJOREXOLQ� DQG�+XPDQ�5DELHV� ,PPXQH
*OREXOLQ�

7KH�&RPSDQ\�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�D�����HTXLW\�LQWHUHVW�LQ�'DOLQ�LQ�-DQXDU\�������2Q�'HFHPEHU�����������WKH�&RPSDQ\¶V
����HTXLW\�LQWHUHVW�LQ�'DOLQ�ZDV�WUDQVIHUUHG�WR�7DLEDQJ�%LRWHFK��6KDQGRQJ��&R���/WG���³7DLEDQJ�%LRWHFK´��IRUPHUO\�NQRZQ�DV�³/RJLF
0DQDJHPHQW�&RQVXOWLQJ��&KLQD��&R���/WG�´���D�ZKROO\�RZQHG�VXEVLGLDU\�RI�WKH�&RPSDQ\��7KH�&RPSDQ\�HVWDEOLVKHG�7DLEDQJ�%LRWHFK
LQ�'HFHPEHU�������IRU�WKH�SXUSRVH�RI�EHLQJ�WKH�KROGLQJ�FRPSDQ\�RI�WKH�����HTXLW\�LQWHUHVW�LQ�'DOLQ�

2Q�$XJXVW� ��� ������ 7DLEDQJ� %LRWHFK� HVWDEOLVKHG� D� ZKROO\�RZQHG� VXEVLGLDU\�� /RJLF�7DLEDQJ� %LRORJLFDO� ,QVWLWXWH� �%HLMLQJ��� ZKLFK
VXEVHTXHQWO\�FKDQJHG�LWV�QDPH�WR�7DLEDQJ��%HLMLQJ��3KDUPDFHXWLFDO�5HVHDUFK�,QVWLWXWH�&R���/WG���³7DLEDQJ�%HLMLQJ´��RQ�-DQXDU\����
������7KH�UHJLVWHUHG�FDSLWDO�RI�7DLEDQJ�%HLMLQJ�LV�����������50%���PLOOLRQ���7DLEDQJ�%HLMLQJ�LV�SULQFLSDOO\�HQJDJHG�LQ�WKH�UHVHDUFK
DQG�GHYHORSPHQW�RI�SODVPD�EDVHG�SKDUPDFHXWLFDO�SURGXFWV��7KH�SXUSRVH�RI�VHWWLQJ�XS�7DLEDQJ�%HLMLQJ�LV�WR�FRRUGLQDWH�WKH�UHVHDUFK
DQG�GHYHORSPHQW�DFWLYLWLHV�RI�WKH�&RPSDQ\¶V�35&�VXEVLGLDULHV�

2Q� -DQXDU\� ���� ������ 6KDQGRQJ� 7DLEDQJ� DFTXLUHG� WKH� UHPDLQLQJ� ���� HTXLW\� LQWHUHVW� LQ� )DQJFKHQJ� 3ODVPD� &RPSDQ\� IURP� WKH
QRQFRQWUROOLQJ�LQWHUHVW�VKDUHKROGHU��VHH�1RWH������6LQFH�WKH�DGGLWLRQDO�SXUFKDVH�RI�����HTXLW\�LQWHUHVW�GLG�QRW�UHVXOW�LQ�D�FKDQJH�RI�WKH
&RPSDQ\¶V� FRQWURO� RYHU� )DQJFKHQJ� 3ODVPD� &RPSDQ\�� WKLV� WUDQVDFWLRQ� ZDV� DFFRXQWHG� IRU� DV� DQ� HTXLW\� WUDQVDFWLRQ�� $IWHU� WKH
DFTXLVLWLRQ��)DQJFKHQJ�3ODVPD�&RPSDQ\�EHFDPH�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�6KDQGRQJ�7DLEDQJ�
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2Q�-XO\����������7DLEDQJ�%LRWHFK�HQWHUHG�LQWR�DQ�HTXLW\�SXUFKDVH�DJUHHPHQW�ZLWK�6KDQGRQJ�7DLEDQJ��WR�DFTXLUH������RI�WKH�HTXLW\
LQWHUHVW� LQ�6KDQGRQJ�7DLEDQJ�0HGLFDO�&RPSDQ\� �³7DLEDQJ�0HGLFDO´��� D�ZKROO\�RZQHG�VXEVLGLDU\�RI�6KDQGRQJ�7DLEDQJ��7KH�FDVK
FRQVLGHUDWLRQ�RI� WKH������HTXLW\� LQWHUHVW� LQ�7DLEDQJ�0HGLFDO�ZDV�50%����������� �DSSUR[LPDWHO\������������7KH� WUDQVDFWLRQ�ZDV
FRPSOHWHG� RQ�6HSWHPEHU� ���� ������7KH� SXUSRVH� RI� WKLV� WUDQVDFWLRQ� LV� WR� HIIHFWLYHO\� DFTXLUH� WKH� �������HTXLW\� LQWHUHVW� LQ�7DLEDQJ
0HGLFDO� LQGLUHFWO\� KHOG� E\� WKH� QRQFRQWUROOLQJ� LQWHUHVW� KROGHU� RI� 6KDQGRQJ�7DLEDQJ�� DQG� WR� HQDEOH� WKH�&RPSDQ\� WR� FRQVROLGDWH� LWV
UHVRXUFHV�LQ�WKH�VDOHV�DQG�PDUNHWLQJ�RI�6KDQGRQJ�7DLEDQJ�DQG�*XL]KRX�7DLEDQJ¶V�SURGXFWV��7KLV�WUDQVDFWLRQ�ZDV�DFFRXQWHG�IRU�DV�DQ
HTXLW\�WUDQVDFWLRQ�

2Q�1RYHPEHU����������� WKH�&RPSDQ\�HVWDEOLVKHG�4LDQIHQJ�%LRORJLFDO�6FLHQFH�&RPSDQ\��³4LDQIHQJ�%LRORJLF´��IRU� WKH�SXUSRVH�RI
UHVHDUFK� DQG� GHYHORSPHQW� RI� SODFHQWD� EDVHG� SURGXFWV��$V� RI� 'HFHPEHU� ���� ������ 4LDQIHQJ� %LRORJLF�� ZKLFK� LV� D� ZKROO\�RZQHG
VXEVLGLDU\�RI�*XL]KRX�7DLEDQJ��GLG�QRW�FRPPHQFH�RSHUDWLRQV�

2Q�-DQXDU\����������7DLEDQJ�%LRWHFK�HQWHUHG�LQWR�DQ�HTXLW\�WUDQVIHU�DJUHHPHQW��WKH�³(TXLW\�7UDQVIHU�$JUHHPHQW´��ZLWK�6KDRZHQ�)DQ�
D�35&�LQGLYLGXDO��3XUVXDQW�WR�WKH�(TXLW\�7UDQVIHU�$JUHHPHQW��7DLEDQJ�%LRWHFK�DJUHHG�WR�DFTXLUH�WKH�UHPDLQLQJ�����QRQFRQWUROOLQJ
LQWHUHVW� LQ� 'DOLQ� IURP� 6KDRZHQ� )DQ� IRU� D� SXUFKDVH� SULFH� RI� 50%� ��� PLOOLRQ� �DSSUR[LPDWHO\� ������������� 7KH� WUDQVDFWLRQ� ZDV
FRPSOHWHG� RQ� -DQXDU\� ���� ����� DQG� 'DOLQ� EHFDPH� D� ZKROO\�RZQHG� VXEVLGLDU\� RI� 7DLEDQJ� %LRWHFK�� 7KH� FDUU\LQJ� DPRXQW� RI
QRQFRQWUROOLQJ�LQWHUHVW�LQ�'DOLQ�DW�WLPH�RI�WKH�WUDQVDFWLRQ�ZDV�������������7KH�H[FHVV�RI�WKH�SXUFKDVH�SULFH�RYHU�WKH�FDUU\LQJ�DPRXQW
RI�FRUUHVSRQGLQJ�QRQFRQWUROOLQJ�LQWHUHVW�ZDV�UHFRUGHG�LQ�DGGLWLRQDO�SDLG�LQ�FDSLWDO�

2Q� -XO\� ���� ������ WKH� *XL]KRX� 3URYLQFLDO� +HDOWK� 'HSDUWPHQW� LVVXHG� WKH� UHYLVHG� ³3ODQ� IRU� *XL]KRX� 3URYLQFLDO� %ORRG� &ROOHFWLRQ
,QVWLWXWLRQDO�6HWWLQJ������������´��ZKLFK�VWLSXODWHV�WKH�QXPEHU�RI�FRXQWLHV�WKDW�DUH�SHUPLWWHG�WR�VHW�XS�SODVPD�FROOHFWLRQ�VWDWLRQV�LQ
*XL]KRX�3URYLQFH�LV�OLPLWHG�WR�IRXU�FRXQWLHV��WKH�³*XL]KRX�3ODQ´���$V�D�UHVXOW�RI�WKH�LPSOHPHQWDWLRQ�RI�WKH�*XL]KRX�3ODQ��WKH�OLFHQVHV
RI� IRXU� SODVPD� FROOHFWLRQ� VWDWLRQV� LQ� 'DQ� =KDL��:HL� 1LQJ�� 6DQ� 6XL� DQG�1D�<RQJ� FRXQWLHV� RZQHG� E\�*XL]KRX�7DLEDQJ�ZHUH� QRW
UHQHZHG�DIWHU�WKHLU�UHVSHFWLYH�SODVPD�FROOHFWLRQ�SHUPLWV�H[SLUHG�DW�WKH�HQG�RI�-XO\�������7KH�OLFHQVHV�RI�LWV�SODVPD�FROOHFWLRQ�VWDWLRQV
LQ�3X�'LQJ�DQG�+XDQJ�3LQJ�FRXQWLHV� �ORFDWLRQV�SHUPLWWHG�XQGHU� WKH�*XL]KRX�3ODQ��ZHUH� UHQHZHG�XQWLO� -XO\����������� ,Q� DGGLWLRQ�
*XL]KRX� 7DLEDQJ¶V� LQDFWLYH� SODVPD� FROOHFWLRQ� VWDWLRQ� LQ� *XL]KRX� 3URYLQFH� WKDW� ZDV� SXUFKDVHG� IURP� WKH� JRYHUQPHQW� LQ� ����� LV
XQOLNHO\�WR�REWDLQ�D�OLFHQVH�DV�SODQQHG��EHFDXVH�LW�LV�LQ�=KHQJ\XDQ�&RXQW\��D�FRXQW\�QRW�LQFOXGHG�LQ�WKH�*XL]KRX�3ODQ�

127(�����6800$5<�2)�6,*1,),&$17�$&&2817,1*�32/,&,(6

3ULQFLSOHV�RI�&RQVROLGDWLRQ�DQG�%DVLV�RI�3UHVHQWDWLRQ

7KH� DFFRPSDQ\LQJ� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� RI� WKH� &RPSDQ\� KDYH� EHHQ� SUHSDUHG� LQ� DFFRUGDQFH� ZLWK� JHQHUDOO\� DFFHSWHG
DFFRXQWLQJ� SULQFLSOHV� LQ� WKH� 8QLWHG� 6WDWHV� RI�$PHULFD� �³*$$3´��� DQG� LQFOXGH� WKH� ILQDQFLDO� VWDWHPHQWV� RI� WKH� &RPSDQ\� DQG� LWV
VXEVLGLDULHV��$OO�VLJQLILFDQW�LQWHUFRPSDQ\�EDODQFHV�DQG�WUDQVDFWLRQV�KDYH�EHHQ�HOLPLQDWHG�XSRQ�FRQVROLGDWLRQ�

8VH�RI�(VWLPDWHV

7KH� SUHSDUDWLRQ� RI� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� LQ� FRQIRUPLW\� ZLWK� *$$3� UHTXLUHV� PDQDJHPHQW� WR� PDNH� HVWLPDWHV� DQG
DVVXPSWLRQV�WKDW�DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�GLVFORVXUHV�RI�FRQWLQJHQW�DVVHWV�DQG�OLDELOLWLHV�DW�WKH�GDWH�RI
WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG� WKH� UHSRUWHG�DPRXQWV�RI� UHYHQXH�DQG�H[SHQVHV�GXULQJ� WKH� UHSRUWLQJ�SHULRG��$FWXDO� UHVXOWV
FRXOG�GLIIHU�IURP�WKRVH�HVWLPDWHV��6LJQLILFDQW�LWHPV�VXEMHFW�WR�VXFK�HVWLPDWHV�DQG�DVVXPSWLRQV�LQFOXGH�WKH�XVHIXO�OLYHV�RI�IL[HG�DVVHWV�
WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV��WKH�IDLU�YDOXH�GHWHUPLQDWLRQV�RI�ILQDQFLDO�DQG�HTXLW\�LQVWUXPHQWV�DQG�VWRFN�FRPSHQVDWLRQ�DZDUGV�
DVVHWV� DFTXLUHG� DQG� OLDELOLWLHV� DVVXPHG� LQ� D� EXVLQHVV� FRPELQDWLRQ�� WKH� UHDOL]DELOLW\� RI� GHIHUUHG� WD[� DVVHWV� DQG� LQYHQWRULHV�� WKH
UHFRYHUDELOLW\� RI� JRRGZLOO�� LQWDQJLEOH� DVVHW�� ODQG� XVH� ULJKW� DQG� SURSHUW\�� SODQW� DQG� HTXLSPHQW�� DQG� DFFUXDOV� IRU� LQFRPH� WD[
XQFHUWDLQWLHV�DQG�RWKHU�FRQWLQJHQFLHV��7KH�FXUUHQW� HFRQRPLF�HQYLURQPHQW�KDV� LQFUHDVHG� WKH�GHJUHH�RI�XQFHUWDLQW\� LQKHUHQW� LQ� WKRVH
HVWLPDWHV�DQG�DVVXPSWLRQV�

)RUHLJQ�&XUUHQF\�7UDQVODWLRQ

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�WKH�&RPSDQ\�DUH�UHSRUWHG�LQ�86�GROODU��7KH�ILQDQFLDO�SRVLWLRQ�DQG�UHVXOWV�RI
RSHUDWLRQV�RI�WKH�&RPSDQ\¶V�VXEVLGLDULHV�LQ�WKH�35&�DUH�PHDVXUHG�XVLQJ�WKH�5HQPLQEL��ZKLFK�LV�WKH�ORFDO�DQG�IXQFWLRQDO�FXUUHQF\�RI
WKHVH� HQWLWLHV��$VVHWV� DQG� OLDELOLWLHV� RI� WKH� VXEVLGLDULHV� DUH� WUDQVODWHG� DW� WKH� SUHYDLOLQJ� H[FKDQJH� UDWH� LQ� HIIHFW� DW� HDFK� SHULRG� HQG�
,QFRPH�VWDWHPHQW�DFFRXQWV�DUH�WUDQVODWHG�DW�WKH�DYHUDJH�UDWH�RI�H[FKDQJH�GXULQJ�WKH�SHULRG��7UDQVODWLRQ�DGMXVWPHQWV�DUH�LQFOXGHG�LQ
RWKHU�FRPSUHKHQVLYH�LQFRPH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH�
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5HYHQXH�5HFRJQLWLRQ

5HYHQXH� LV� UHFRJQL]HG�ZKHQ�SHUVXDVLYH�HYLGHQFH�RI�DQ�DUUDQJHPHQW�H[LVWV��GHOLYHU\�RI� WKH�SURGXFW�KDV�RFFXUUHG�� WKH� VDOHV�SULFH� LV
IL[HG�RU�GHWHUPLQDEOH�DQG�FROOHFWDELOLW\�LV�UHDVRQDEO\�DVVXUHG��7KH�&RPSDQ\�PDLQO\�VHOOV�KXPDQ�DOEXPLQ�DQG�KXPDQ�LPPXQRJOREXOLQ
WR� KRVSLWDOV�� LQRFXODWLRQ� FHQWHUV� DQG�SKDUPDFHXWLFDO� GLVWULEXWRUV�� )RU� DOO� VDOHV�� WKH�&RPSDQ\� UHTXLUHV� D� FRQWUDFW� RU� SXUFKDVH� RUGHU�
ZKLFK�VSHFLI\�SULFLQJ��TXDQWLW\�DQG�SURGXFW�VSHFLILFDWLRQV��'HOLYHU\�RI� WKH�SURGXFW�RFFXUV�ZKHQ� WKH�FXVWRPHU� UHFHLYHV� WKH�SURGXFW�
ZKLFK�LV�ZKHQ�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�KDYH�EHHQ�WUDQVIHUUHG��$�VLJQHG�FXVWRPHU�DFFHSWDQFH�IRUP�HYLGHQFHV�GHOLYHU\�RI�WKH
SURGXFW��6DOHV�DUH�SUHVHQWHG�QHW�RI�DQ\�GLVFRXQWV�JLYHQ�WR�FXVWRPHUV��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKHUH
ZDV�QR�VDOHV�UHWXUQ�IURP�WKH�FXVWRPHUV�

)DLU�9DOXH�0HDVXUHPHQWV

7KH�&RPSDQ\�DSSOLHV� WKH�SURYLVLRQV�RI�$6&�6XEWRSLF���������)DLU�9DOXH�0HDVXUHPHQWV �� IRU�IDLU�YDOXH�PHDVXUHPHQWV�RI�ILQDQFLDO
DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�DQG�IRU�IDLU�YDOXH�PHDVXUHPHQWV�RI�QRQILQDQFLDO�LWHPV�WKDW�DUH�UHFRJQL]HG�RU�GLVFORVHG�DW�IDLU�YDOXH�LQ
WKH�ILQDQFLDO�VWDWHPHQWV��$6&�6XEWRSLF��������DOVR�HVWDEOLVKHV�D�IUDPHZRUN�IRU�PHDVXULQJ�IDLU�YDOXH�DQG�H[SDQGV�GLVFORVXUHV�DERXW
IDLU�YDOXH�PHDVXUHPHQWV��7KH�&RPSDQ\�KDV�LQFOXGHG�WKHVH�GLVFORVXUHV�LQ�1RWH����RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

$6&�6XEWRSLF��������GHILQHV�IDLU�YDOXH�DV�WKH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�WR�VHOO�DQ�DVVHW�RU�SDLG�WR�WUDQVIHU�D�OLDELOLW\�LQ�DQ�RUGHUO\
WUDQVDFWLRQ� EHWZHHQ� PDUNHW� SDUWLFLSDQWV� DW� WKH� PHDVXUHPHQW� GDWH��:KHQ� GHWHUPLQLQJ� WKH� IDLU� YDOXH� PHDVXUHPHQWV� IRU� DVVHWV� DQG
OLDELOLWLHV� UHTXLUHG�RU� SHUPLWWHG� WR�EH� UHFRUGHG� DW� IDLU� YDOXH�� WKH�&RPSDQ\� FRQVLGHUV� WKH�SULQFLSDO� RU�PRVW� DGYDQWDJHRXV�PDUNHW� LQ
ZKLFK�LW�ZRXOG�WUDQVDFW�DQG�LW�FRQVLGHUV�DVVXPSWLRQV�WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�ZKHQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\�

$6&�6XEWRSLF��������HVWDEOLVKHV�D�IDLU�YDOXH�KLHUDUFK\�WKDW�UHTXLUHV�DQ�HQWLW\�WR�PD[LPL]H�WKH�XVH�RI�REVHUYDEOH�LQSXWV�DQG�PLQLPL]H
WKH�XVH�RI�XQREVHUYDEOH�LQSXWV�ZKHQ�PHDVXULQJ�IDLU�YDOXH��$6&�6XEWRSLF��������HVWDEOLVKHV�WKUHH�OHYHOV�RI�LQSXWV�WKDW�PD\�EH�XVHG�WR
PHDVXUH� IDLU� YDOXH�� 7KH� KLHUDUFK\� JLYHV� WKH� KLJKHVW� SULRULW\� WR� XQDGMXVWHG� TXRWHG� SULFHV� LQ� DFWLYH� PDUNHWV� IRU� LGHQWLFDO� DVVHWV� RU
OLDELOLWLHV� �/HYHO� �� PHDVXUHPHQWV�� DQG� WKH� ORZHVW� SULRULW\� WR� PHDVXUHPHQWV� LQYROYLQJ� VLJQLILFDQW� XQREVHUYDEOH� LQSXWV� �/HYHO� �
PHDVXUHPHQWV���7KH�WKUHH�OHYHOV�RI�WKH�IDLU�YDOXH�KLHUDUFK\�DUH�DV�IROORZV�

/HYHO��� LQSXWV�DUH�TXRWHG�SULFHV� �XQDGMXVWHG�� LQ�DFWLYH�PDUNHWV� IRU� LGHQWLFDO�DVVHWV�RU� OLDELOLWLHV� WKDW� WKH�&RPSDQ\�KDV� WKH
DELOLW\�WR�DFFHVV�DW�WKH�PHDVXUHPHQW�GDWH�

/HYHO���LQSXWV�DUH�LQSXWV�RWKHU�WKDQ�TXRWHG�SULFHV�LQFOXGHG�ZLWKLQ�/HYHO���WKDW�DUH�REVHUYDEOH�IRU�WKH�DVVHW�RU�OLDELOLW\��HLWKHU
GLUHFWO\�RU�LQGLUHFWO\�

/HYHO���LQSXWV�DUH�XQREVHUYDEOH�LQSXWV�IRU�WKH�DVVHW�RU�OLDELOLW\�x�

x�

x�

7KH�OHYHO�LQ�WKH�IDLU�YDOXH�KLHUDUFK\�ZLWKLQ�ZKLFK�D�IDLU�YDOXH�PHDVXUHPHQW�LQ�LWV�HQWLUHW\�IDOOV�LV�EDVHG�RQ�WKH�ORZHVW�OHYHO�LQSXW�WKDW�LV
VLJQLILFDQW�WR�WKH�IDLU�YDOXH�PHDVXUHPHQW�LQ�LWV�HQWLUHW\�

&DVK�DQG�FDVK�HTXLYDOHQWV

&DVK� DQG� FDVK� HTXLYDOHQWV� LQFOXGH� FDVK�RQ�KDQG� DQG�GHPDQG�GHSRVLWV��7KH�&RPSDQ\� FRQVLGHUV� DOO� KLJKO\� OLTXLG� LQYHVWPHQWV�ZLWK
RULJLQDO�PDWXULWLHV� RI� WKUHH�PRQWK�RU� OHVV� DW� WKH� WLPH�RI� SXUFKDVH� WR�EH� FDVK� HTXLYDOHQWV��$V�RI�'HFHPEHU����� ����� DQG������� WKH
&RPSDQ\�PDLQWDLQHG�FDVK�DW�EDQNV�LQ�WKH�IROORZLQJ�ORFDWLRQV�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
35&��H[FOXGLQJ�+RQJ�.RQJ � ������������ � ������������
+RQJ�.RQJ � �� � ������
8�6� � �������� � ��������
�������7RWDO � ������������ � ������������

$FFRXQWV�5HFHLYDEOH�DQG�$OORZDQFH�IRU�'RXEWIXO�$FFRXQWV

$FFRXQWV�UHFHLYDEOH�DUH�UHFRUGHG�DW�WKH�LQYRLFHG�DPRXQW�DQG�GR�QRW�EHDU�LQWHUHVW��7KH�&RPSDQ\�PDLQWDLQV�DQ�DOORZDQFH�IRU�GRXEWIXO
DFFRXQWV� IRU� HVWLPDWHG� ORVVHV� LQKHUHQW� LQ� LWV� DFFRXQWV� UHFHLYDEOH� SRUWIROLR�� ,Q� HVWDEOLVKLQJ� WKH� UHTXLUHG� DOORZDQFH�� PDQDJHPHQW
FRQVLGHUV�KLVWRULFDO�ORVVHV��WKH�FXVWRPHUV¶�ILQDQFLDO�FRQGLWLRQ��WKH�DPRXQW�RI�DFFRXQWV�UHFHLYDEOHV�LQ�GLVSXWH��WKH�DFFRXQWV�UHFHLYDEOHV
DJLQJ�DQG�FXVWRPHUV¶�SD\PHQW�SDWWHUQV��7KH�&RPSDQ\� UHYLHZV� LWV�DOORZDQFH� IRU�GRXEWIXO�DFFRXQWV�PRQWKO\��3DVW�GXH�EDODQFHV�DUH
UHYLHZHG� LQGLYLGXDOO\� IRU� FROOHFWDELOLW\��$FFRXQW�EDODQFHV� DUH� FKDUJHG�RII� DJDLQVW� WKH� DOORZDQFH� DIWHU� DOO�PHDQV�RI� FROOHFWLRQ�KDYH
EHHQ�H[KDXVWHG�DQG�WKH�SRWHQWLDO�IRU�UHFRYHU\�LV�FRQVLGHUHG�UHPRWH��7KH�&RPSDQ\�GRHV�QRW�KDYH�DQ\�RII�EDODQFH�VKHHW�FUHGLW�H[SRVXUH
UHODWHG�WR�LWV�FXVWRPHUV�
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,QYHQWRULHV

,QYHQWRULHV�DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW�RU�PDUNHW��&RVW�LV�GHWHUPLQHG�XVLQJ�WKH�ZHLJKWHG�DYHUDJH�PHWKRG��&RVW�RI�ZRUN�LQ�SURJUHVV
DQG� ILQLVKHG� JRRGV� FRPSULVH� GLUHFW�PDWHULDOV�� GLUHFW� SURGXFWLRQ� FRVWV� DQG� DQ� DOORFDWLRQ� RI� SURGXFWLRQ� RYHUKHDGV� EDVHG� RQ� QRUPDO
RSHUDWLQJ�FDSDFLW\�

3URSHUW\��3ODQW�DQG�(TXLSPHQW

3URSHUW\�� SODQW� DQG� HTXLSPHQW� DUH� VWDWHG� DW� FRVW� OHVV� DFFXPXODWHG� GHSUHFLDWLRQ�� 'HSUHFLDWLRQ� RQ� SURSHUW\�� SODQW� DQG� HTXLSPHQW� LV
FDOFXODWHG�RQ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�HVWLPDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV��(VWLPDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV�DUH�DV�IROORZV�

%XLOGLQJV ���\HDUV
0DFKLQHU\�DQG�HTXLSPHQW ���\HDUV
)XUQLWXUH��IL[WXUHV��RIILFH�HTXLSPHQW�DQG�YHKLFOHV �����\HDUV

(TXLW\�PHWKRG�LQYHVWPHQW

,QYHVWPHQW� LQ� DQ� LQYHVWHH� LQ�ZKLFK� WKH�&RPSDQ\� KDV� WKH� DELOLW\� WR� H[HUFLVH� VLJQLILFDQW� LQIOXHQFH�� EXW� GRHV� QRW� KDYH� D� FRQWUROOLQJ
LQWHUHVW� LV� DFFRXQWHG� IRU� XVLQJ� WKH� HTXLW\�PHWKRG�� 6LJQLILFDQW� LQIOXHQFH� LV� JHQHUDOO\� SUHVXPHG� WR� H[LVW�ZKHQ� WKH�&RPSDQ\� KDV� DQ
RZQHUVKLS�LQWHUHVW�LQ�WKH�YRWLQJ�VWRFN�EHWZHHQ�����DQG������DQG�RWKHU�IDFWRUV��VXFK�DV�UHSUHVHQWDWLRQ�RQ�WKH�ERDUG�RI�GLUHFWRUV�DQG
SDUWLFLSDWLRQ� LQ� SROLF\�PDNLQJ� SURFHVVHV�� DUH� FRQVLGHUHG� LQ� GHWHUPLQLQJ� ZKHWKHU� WKH� HTXLW\� PHWKRG� RI� DFFRXQWLQJ� LV� DSSURSULDWH�
8QGHU� WKH� HTXLW\�PHWKRG� RI� DFFRXQWLQJ�� WKH� &RPSDQ\¶V� VKDUH� RI� WKH� LQYHVWHH¶V� UHVXOWV� RI� RSHUDWLRQV� LV� LQFOXGHG� LQ� RWKHU� LQFRPH
�H[SHQVH��LQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��7KH�&RPSDQ\�UHFRJQL]HV�D�ORVV�LI�LW�LV�GHWHUPLQHG�WKDW
RWKHU�WKDQ�WHPSRUDU\�GHFOLQH�LQ�WKH�YDOXH�RI�WKH�LQYHVWPHQW�H[LVWV�

,QWDQJLEOH�$VVHWV

,QWDQJLEOH�DVVHWV�DUH�VWDWHG�DW�FRVW�OHVV�DFFXPXODWHG�DPRUWL]DWLRQ��$PRUWL]DWLRQ�H[SHQVH�LV�UHFRJQL]HG�RQ�WKH�VWUDLJKW�OLQH�EDVLV�RYHU
WKH�DVVHWV¶�HVWLPDWHG�XVHIXO�OLIH��DV�WKH�SDWWHUQ�LQ�ZKLFK�WKH�HFRQRPLF�EHQHILWV�RI�WKH�LQWDQJLEOH�DVVHWV�DUH�XVHG�XS�FDQQRW�EH�UHOLDEO\
GHWHUPLQHG��7KH�HVWLPDWHG�XVHIXO�OLYH�LV�WKH�SHULRG�RYHU�ZKLFK�WKH�LQWDQJLEOH�DVVHW�LV�H[SHFWHG�WR�FRQWULEXWH�GLUHFWO\�RU�LQGLUHFWO\�WR�WKH
IXWXUH�FDVK� IORZV�RI� WKH�&RPSDQ\��7KH�&RPSDQ\�KDV�QR� LQWDQJLEOH�DVVHWV�ZLWK� LQGHILQLWH�XVHIXO� OLYHV��7KH�HVWLPDWH�XVHIXO� OLYHV�RI
LQWDQJLEOH�DVVHWV�DUH�DV�IROORZV�

3HUPLWV�DQG�OLFHQVHV ���\HDUV
*03�&HUWLILFDWH ����\HDUV
/RQJ�WHUP�FXVWRPHU�UHODWLRQVKLS ��\HDUV

/DQG�XVH�ULJKWV

/DQG�XVH�ULJKWV�UHSUHVHQW�WKH�H[FOXVLYH�ULJKW�WR�RFFXS\�DQG�XVH�D�SLHFH�RI�ODQG�LQ�WKH�35&�IRU�D�VSHFLILHG�FRQWUDFWXDO�WHUP��/DQG�XVH
ULJKWV�DUH�FDUULHG�DW�FRVW��OHVV�DFFXPXODWHG�DPRUWL]DWLRQ��$PRUWL]DWLRQ�LV�FDOFXODWHG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�OLYHV�RI�WKH
ULJKWV�UDQJLQJ�IURP����WR����\HDUV�

*RRGZLOO

*RRGZLOO�UHSUHVHQWV�WKH�H[FHVV�RI�WKH�FRVW�RI�DQ�DFTXLVLWLRQ�RYHU�WKH�IDLU�YDOXH�RI�WKH�QHW�DVVHWV�DFTXLUHG��*RRGZLOO�LV�QRW�DPRUWL]HG�
EXW� LV� LQVWHDG� WHVWHG� IRU� LPSDLUPHQW��*RRGZLOO� LV� UHYLHZHG� IRU� LPSDLUPHQW� DQQXDOO\� DW� UHSRUWLQJ� XQLW� OHYHO� LQ� DFFRUGDQFH�ZLWK� WKH
SURYLVLRQV�RI�)$6%�$6&�7RSLF����� � ,QWDQJLEOHV���*RRGZLOO�DQG�2WKHU� �7KH�JRRGZLOO� LPSDLUPHQW� WHVW� LV�D� WZR�VWHS�WHVW��8QGHU�WKH
ILUVW�VWHS��WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�LV�FRPSDUHG�ZLWK�LWV�FDUU\LQJ�YDOXH��LQFOXGLQJ�JRRGZLOO���,I�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ
XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�YDOXH��DQ�LQGLFDWLRQ�RI�JRRGZLOO�LPSDLUPHQW�H[LVWV�IRU�WKH�UHSRUWLQJ�XQLW�DQG�WKH�HQWHUSULVH�PXVW�SHUIRUP
VWHS� WZR� RI� WKH� LPSDLUPHQW� WHVW� �PHDVXUHPHQW���8QGHU� VWHS� WZR�� DQ� LPSDLUPHQW� ORVV� LV� UHFRJQL]HG� IRU� DQ\� H[FHVV� RI� WKH� FDUU\LQJ
DPRXQW�RI�WKH�UHSRUWLQJ�XQLW¶V�JRRGZLOO�RYHU�WKH�LPSOLHG�IDLU�YDOXH�RI�WKDW�JRRGZLOO��7KH�LPSOLHG�IDLU�YDOXH�RI�JRRGZLOO�LV�GHWHUPLQHG
E\�DOORFDWLQJ�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�LQ�D�PDQQHU�VLPLODU�WR�D�SXUFKDVH�SULFH�DOORFDWLRQ�DQG�WKH�UHVLGXDO�IDLU�YDOXH�DIWHU�WKLV
DOORFDWLRQ� LV� WKH� LPSOLHG� IDLU�YDOXH�RI� WKH� UHSRUWLQJ�XQLW�JRRGZLOO��7KH�&RPSDQ\�GHWHUPLQHV� LW�KDV�RQH� UHSRUWLQJ�XQLW��ZKLFK� LV� WKH
&RPSDQ\�DV�D�ZKROH��)DLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�LV�GHWHUPLQHG�XVLQJ�WKH�TXRWHG�PDUNHW�SULFH�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN��,I
WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�H[FHHGV�LWV�FDUU\LQJ�YDOXH��VWHS�WZR�GRHV�QRW�QHHG�WR�EH�SHUIRUPHG�

7KH�&RPSDQ\�SHUIRUPV�LWV�DQQXDO�LPSDLUPHQW�UHYLHZ�RI�JRRGZLOO�DW�HDFK�'HFHPEHU�����DQG�ZKHQ�D�WULJJHULQJ�HYHQW�RFFXUV�EHWZHHQ
DQQXDO�LPSDLUPHQW�WHVWV��7KH�&RPSDQ\�UHFRJQL]HG�D�JRRGZLOO�LPSDLUPHQW�ORVV�RI�������������IRU�WKH�\HDU�HQGHG�'HFHPEHU���������
DV�GHVFULEHG�LQ�1RWH����1R�LPSDLUPHQW�RI�JRRGZLOO�ZDV�UHFRUGHG�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������
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5HVHDUFK�DQG�'HYHORSPHQW�([SHQVHV

5HVHDUFK�DQG�GHYHORSPHQW� FRVWV� DUH� H[SHQVHG�DV� LQFXUUHG��5HVHDUFK�DQG�GHYHORSPHQW� H[SHQVHV� IRU� WKH�\HDUV� HQGHG�'HFHPEHU����
�����������DQG������ZHUH������������������������DQG�������������UHVSHFWLYHO\��7KHVH�H[SHQVHV�LQFOXGH�WKH�FRVWV�RI�WKH�&RPSDQ\¶V
LQWHUQDO�UHVHDUFK�DQG�GHYHORSPHQW�DFWLYLWLHV�

3URGXFW�/LDELOLW\

7KH�&RPSDQ\¶V�SURGXFWV�DUH�FRYHUHG�E\�WZR�VHSDUDWH�SURGXFW�OLDELOLW\�LQVXUDQFHV�HDFK�ZLWK�FRYHUDJHV�RI�DSSUR[LPDWHO\�����������
�50%�������������IRU� WKH�SURGXFWV�VROG�E\�6KDQGRQJ�7DLEDQJ�DQG�*XL]KRX�7DLEDQJ�� UHVSHFWLYHO\��7KHUH�ZHUH�QR�SURGXFW� OLDELOLW\
FODLPV�DV�RI�'HFHPEHU����������DQG������

,QFRPH�7D[HV

,QFRPH�WD[HV�DUH�DFFRXQWHG�IRU�XQGHU�WKH�DVVHW�DQG�OLDELOLW\�PHWKRG��'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�UHFRJQL]HG�IRU�WKH�IXWXUH�WD[
FRQVHTXHQFHV�DWWULEXWDEOH�WR�GLIIHUHQFHV�EHWZHHQ�WKH�ILQDQFLDO�VWDWHPHQW�FDUU\LQJ�DPRXQWV�RI�H[LVWLQJ�DVVHWV�DQG�OLDELOLWLHV�DQG�WKHLU
UHVSHFWLYH�WD[�EDVHV�DQG�WD[�ORVV�DQG�WD[�FUHGLW�FDUU\IRUZDUGV��'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�PHDVXUHG�XVLQJ�HQDFWHG�WD[�UDWHV
H[SHFWHG�WR�DSSO\�WR�WD[DEOH�LQFRPH�LQ�WKH�\HDUV� LQ�ZKLFK�WKRVH�WHPSRUDU\�GLIIHUHQFHV�DUH�H[SHFWHG�WR�EH�UHFRYHUHG�RU�VHWWOHG��7KH
HIIHFW� RQ�GHIHUUHG� WD[� DVVHWV� DQG� OLDELOLWLHV� RI� D� FKDQJH� LQ� WD[� UDWHV� LV� UHFRJQL]HG� LQ� WKH� FRQVROLGDWHG� VWDWHPHQWV�RI� FRPSUHKHQVLYH
LQFRPH�LQ�WKH�SHULRG�WKDW�LQFOXGHV�WKH�HQDFWPHQW�GDWH��$�YDOXDWLRQ�DOORZDQFH�LV�SURYLGHG�WR�UHGXFH�WKH�DPRXQW�RI�GHIHUUHG�WD[�DVVHWV�LI
LW�LV�FRQVLGHUHG�PRUH�OLNHO\�WKDQ�QRW�WKDW�VRPH�SRUWLRQ�RU�DOO�RI�WKH�GHIHUUHG�WD[�DVVHWV�ZLOO�QRW�EH�UHDOL]HG�

7KH�&RPSDQ\�UHFRJQL]HV�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�WKH�LPSDFW�RI�D�WD[�SRVLWLRQ��LI�WKDW�SRVLWLRQ�LV�PRUH�OLNHO\�WKDQ�QRW
RI�EHLQJ�VXVWDLQHG�XSRQ�H[DPLQDWLRQ��EDVHG�RQ�WKH�WHFKQLFDO�PHULWV�RI�WKH�SRVLWLRQ��5HFRJQL]HG�LQFRPH�WD[�SRVLWLRQV�DUH�PHDVXUHG�DW
WKH�ODUJHVW�DPRXQW�WKDW�LV�JUHDWHU�WKDQ�����OLNHO\�RI�EHLQJ�UHDOL]HG��&KDQJHV�LQ�UHFRJQLWLRQ�RU�PHDVXUHPHQW�DUH�UHIOHFWHG�LQ�WKH�SHULRG
LQ�ZKLFK�WKH�FKDQJH�LQ�MXGJPHQW�RFFXUV��7KH�&RPSDQ\�UHFRUGV�LQWHUHVW�UHODWHG�WR�XQUHFRJQL]HG�WD[�EHQHILWV�LQ�LQWHUHVW�H[SHQVH�DQG
SHQDOWLHV�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�

6WRFN�EDVHG�&RPSHQVDWLRQ

7KH�&RPSDQ\�PHDVXUHV�WKH�FRVW�RI�HPSOR\HH�VHUYLFHV�UHFHLYHG�LQ�H[FKDQJH�IRU�DQ�DZDUG�RI�HTXLW\�LQVWUXPHQWV�EDVHG�RQ�WKH�JUDQW�GDWH
IDLU�YDOXH�RI�WKH�DZDUG�DQG�UHFRJQL]HV�WKH�FRVW�RYHU�WKH�SHULRG�GXULQJ�ZKLFK�DQ�HPSOR\HH�LV�UHTXLUHG�WR�SURYLGH�VHUYLFH�LQ�H[FKDQJH
IRU�WKH�DZDUG��ZKLFK�JHQHUDOO\�LV�WKH�YHVWLQJ�SHULRG�

,PSDLUPHQW�RI�/RQJ�/LYHG�$VVHWV

,Q�DFFRUGDQFH�ZLWK�,PSDLUPHQW�RU�'LVSRVDO�RI�/RQJ�/LYHG�$VVHWV�6XEVHFWLRQV�RI�)$6%�$6&�6XEWRSLF�������� �3URSHUW\��3ODQW��DQG
(TXLSPHQW���2YHUDOO��ORQJ�OLYHG�DVVHWV��VXFK�DV�SURSHUW\��SODQW�DQG�HTXLSPHQW��DQG�SXUFKDVHG�LQWDQJLEOH�DVVHW�VXEMHFW�WR�DPRUWL]DWLRQ�
DUH�UHYLHZHG�IRU�LPSDLUPHQW�ZKHQHYHU�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�DPRXQW�RI�DQ�DVVHW�PD\�QRW�EH
UHFRYHUDEOH��,I�FLUFXPVWDQFHV�UHTXLUH�D�ORQJ�OLYHG�DVVHW�RU�DVVHW�JURXS�EH�WHVWHG�IRU�SRVVLEOH�LPSDLUPHQW��WKH�&RPSDQ\�ILUVW�FRPSDUHV
XQGLVFRXQWHG� FDVK� IORZV� H[SHFWHG� WR� EH� JHQHUDWHG� E\� WKDW� DVVHW� RU� DVVHW� JURXS� WR� LWV� FDUU\LQJ� YDOXH�� ,I� WKH� FDUU\LQJ� YDOXH� RI� WKH
ORQJ�OLYHG�DVVHW�RU�DVVHW�JURXS�LV�QRW�UHFRYHUDEOH�RQ�DQ�XQGLVFRXQWHG�FDVK�IORZ�EDVLV��DQ�LPSDLUPHQW�LV�UHFRJQL]HG�WR�WKH�H[WHQW�WKDW
WKH�FDUU\LQJ�YDOXH�H[FHHGV�LWV�IDLU�YDOXH��)DLU�YDOXH�LV�GHWHUPLQHG�WKURXJK�YDULRXV�YDOXDWLRQ�WHFKQLTXHV�LQFOXGLQJ�GLVFRXQWHG�FDVK�IORZ
PRGHOV��TXRWHG�PDUNHW�YDOXHV�DQG� WKLUG�SDUW\� LQGHSHQGHQW�DSSUDLVDOV�� DV� FRQVLGHUHG�QHFHVVDU\��7KH�&RPSDQ\� UHFRJQL]HG�D� ORVV�RQ
DEDQGRQPHQW�DQG�ZULWH�RII�RI�ORQJ�OLYHG�DVVHWV�RI������������IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DV�GHVFULEHG�LQ�1RWH���DQG�1RWH
��

1HW�LQFRPH�SHU�6KDUH

%DVLF� QHW� LQFRPH� SHU� VKDUH� RI� FRPPRQ� VWRFN� LV� FRPSXWHG� E\� GLYLGLQJ� QHW� LQFRPH� DWWULEXWDEOH� WR� WKH� &RPSDQ\� E\� WKH� ZHLJKWHG
DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�GXULQJ�WKH�SHULRG��'LOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�UHIOHFWV�WKH�SRWHQWLDO
GLOXWLRQ� WKDW�ZRXOG�RFFXU�XSRQ� WKH�H[HUFLVH�RI�RXWVWDQGLQJ�ZDUUDQWV��RSWLRQV�DQG� WKH�FRQYHUVLRQ�RI� WKH�FRQYHUWLEOH�QRWHV��&RPPRQ
VKDUH�HTXLYDOHQWV�DUH�H[FOXGHG�IURP�WKH�FRPSXWDWLRQ�RI�WKH�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�ZKHQ�WKHLU�HIIHFW�ZRXOG�EH
DQWL�GLOXWLYH�

6HJPHQW�5HSRUWLQJ

7KH� &RPSDQ\� KDV� RQH� RSHUDWLQJ� VHJPHQW�� ZKLFK� LV� WKH�PDQXIDFWXUH� DQG� VDOHV� RI� KXPDQ� EORRG� SURGXFWV�� 6XEVWDQWLDOO\� DOO� RI� WKH
&RPSDQ\¶V�RSHUDWLRQV�DQG�FXVWRPHUV�DUH�ORFDWHG�LQ�WKH�35&��DQG�WKHUHIRUH��QR�JHRJUDSKLF�LQIRUPDWLRQ�LV�SUHVHQWHG�
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&RQWLQJHQFLHV

,Q�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV��WKH�&RPSDQ\�LV�VXEMHFW�WR�ORVV�FRQWLQJHQFLHV��VXFK�DV�OHJDO�SURFHHGLQJV�DQG�FODLPV�DULVLQJ�RXW�RI�LWV
EXVLQHVV��WKDW�FRYHU�D�ZLGH�UDQJH�RI�PDWWHUV��LQFOXGLQJ��DPRQJ�RWKHUV��JRYHUQPHQW�LQYHVWLJDWLRQV�DQG�WD[�PDWWHUV��$Q�DFFUXDO�IRU�D�ORVV
FRQWLQJHQF\�LV�UHFRJQL]HG�ZKHQ�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�DQG�WKH�DPRXQW�RI�ORVV�FDQ�EH�UHDVRQDEO\�HVWLPDWHG�

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

,Q�-XQH�������WKH�)$6%�LVVXHG�$FFRXQWLQJ�6WDQGDUG�8SGDWH��³$68´�����������&RPSUHKHQVLYH�LQFRPH��7RSLF�������3UHVHQWDWLRQ�RI
&RPSUHKHQVLYH�,QFRPH��$68���������LQFUHDVHV�WKH�SURPLQHQFH�RI�RWKHU�FRPSUHKHQVLYH�LQFRPH�LQ�ILQDQFLDO�VWDWHPHQWV��8QGHU�WKLV
$68�� DQ� HQWLW\� ZLOO� KDYH� WKH� RSWLRQ� WR� SUHVHQW� WKH� FRPSRQHQWV� RI� QHW� LQFRPH� DQG� FRPSUHKHQVLYH� LQFRPH� LQ� HLWKHU� RQH� RU� WZR
FRQVHFXWLYH� ILQDQFLDO� VWDWHPHQWV�� 7KH�$68� HOLPLQDWHV� WKH� RSWLRQ� LQ� 8�6�� *$$3� WR� SUHVHQW� RWKHU� FRPSUHKHQVLYH� LQFRPH� LQ� WKH
VWDWHPHQW�RI�FKDQJHV� LQ�HTXLW\��$Q�HQWLW\�VKRXOG�DSSO\�WKH�$68�UHWURVSHFWLYHO\��)RU�D�SXEOLF�HQWLW\�� WKH�$68�LV�HIIHFWLYH�IRU�ILVFDO
\HDUV��DQG�LQWHULP�SHULRGV�ZLWKLQ�WKRVH�\HDUV��EHJLQQLQJ�DIWHU�'HFHPEHU�����������7KH�&RPSDQ\�HDUO\�DGRSWHG�$68���������LQ�WKH
\HDU�HQGHG�'HFHPEHU����������

,Q�6HSWHPEHU�������WKH�)$6%�LVVXHG�$68����������,QWDQJLEOHV�*RRGZLOO�DQG�2WKHU��7RSLF�������$68���������SHUPLWV�DQ�HQWLW\�WR
PDNH�D�TXDOLWDWLYH�DVVHVVPHQW�RI�ZKHWKHU�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�D�UHSRUWLQJ�XQLW¶V�IDLU�YDOXH�LV�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW
EHIRUH�DSSO\LQJ� WKH� WZR�VWHS�JRRGZLOO� LPSDLUPHQW� WHVW�� ,I�DQ�HQWLW\�FRQFOXGHV� LW� LV�QRW�PRUH� OLNHO\� WKDQ�QRW� WKDW� WKH� IDLU�YDOXH�RI�D
UHSRUWLQJ�XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW��LW�QHHG�QRW�SHUIRUP�WKH�WZR�VWHS�LPSDLUPHQW�WHVW��7KH�$68�LV�HIIHFWLYH�IRU�DQQXDO�DQG
LQWHULP�JRRGZLOO�LPSDLUPHQW�WHVWV�SHUIRUPHG�IRU�ILVFDO�\HDUV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������(DUO\�DGRSWLRQ�LV�SHUPLWWHG�
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$FFRXQWV�UHFHLYDEOH�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU���������� � 'HFHPEHU����������
� � � � � � �
$FFRXQWV�UHFHLYDEOH � ������������ � ������������
/HVV��$OORZDQFH�IRU�GRXEWIXO�DFFRXQWV � ��������� � �����������
���7RWDO � ������������ � �����������

7KH�DFWLYLWLHV�LQ�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������DUH�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG� �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU�������� �
� � � � � � � � � �
$OORZDQFH�IRU

GRXEWIXO
DFFRXQWV�DW
EHJLQQLQJ�RI
\HDU � ����������� � ����������� � �����������

&KDUJHG�WR�EDG�GHEW
H[SHQVH � �� � ������ � �������

5HFRYHULHV�RI�DPRXQWV
SUHYLRXVO\
UHVHUYHG � �������� � �������� � ��������

:ULWWHQ�RII � ��������� � �� � ��
)RUHLJQ�FXUUHQF\

WUDQVODWLRQ
DGMXVWPHQW � ������� � ������� � ���

$OORZDQFH�IRU
GRXEWIXO
DFFRXQWV�DW�HQG
RI�\HDU � ��������� � ����������� � �����������

127(���±�,19(1725,(6

,QYHQWRULHV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
5DZ�PDWHULDOV � ������������ � ������������
:RUN�LQ�SURFHVV � ����������� � �����������
)LQLVKHG�JRRGV � ����������� � �����������
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7RWDO � ������������ � ������������

5DZ�PDWHULDOV� DUH�PDLQO\� FRPSULVHG� RI� WKH� KXPDQ� EORRG� SODVPD� FROOHFWHG� IURP� WKH�&RPSDQ\¶V� SODVPD� VWDWLRQV��:RUN�LQ�SURFHVV
UHSUHVHQWHG� WKH� LQWHUPHGLDWH� SURGXFWV� LQ� WKH� SURFHVV� RI� SURGXFWLRQ�� )LQLVKHG� JRRGV� PDLQO\� FRPSULVHG� KXPDQ� DOEXPLQ�� KXPDQ
LPPXQRJOREXOLQ�

)���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



127(���±�27+(5�5(&(,9$%/(6

2WKHU�UHFHLYDEOHV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
$GYDQFH�WR�HPSOR\HHV���� � ����������� � �����������
'LYLGHQGV�UHFHLYDEOH � �������� � ��������
'HSRVLWV � �������� � ��������
2WKHUV � �������� � ��������
7RWDO � ����������� � �����������

��� ,Q�����������HPSOR\HHV�RI�WKH�&RPSDQ\�HQWHUHG�LQWR�DJUHHPHQWV�ZLWK�GHYHORSHUV�LQ�WZR�KRXVLQJ�SURMHFWV��$FFRUGLQJ�WR�WKHVH
DJUHHPHQWV�� WKH� HPSOR\HHV�SODFHG�GHSRVLWV� HTXDO� WR�����RI� WKH�SXUFKDVH�SULFH�RI� WKH� UHVLGHQWLDO� XQLWV� LQ� WKHVH� WZR�KRXVLQJ
SURMHFWV�ZLWK�WKH�GHYHORSHUV��7R�DVVLVW�ZLWK�WKHLU�GHSRVLWV��WKH�&RPSDQ\�HQWHUHG�LQWR�VHSDUDWH�DJUHHPHQWV�ZLWK�WKH�HPSOR\HHV
DQG�SURYLGHG�HPSOR\HH�DGYDQFHV�XS�WR�����RI�WKH�SXUFKDVH�SULFH�RI�WKH�UHVLGHQWLDO�XQLWV��7KH�DGYDQFHV�EHDU�DQ�DQQXDO�LQWHUHVW
UDWH�RI��������$V�RI�'HFHPEHU�����������WKHVH�WZR�KRXVLQJ�SURMHFWV�ZHUH�VWLOO�LQ�FRQVWUXFWLRQ�VWDJH��7KH�&RPSDQ\�H[SHFWV�WKH
HPSOR\HHV�WR�VHWWOH�WKHVH�DGYDQFHV�E\�WKH�HQG�RI������

127(���±�3523(57<��3/$17�$1'�(48,30(17

3URSHUW\��SODQW�DQG�HTXLSPHQW�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
%XLOGLQJV � ������������ � ������������
0DFKLQHU\�DQG�HTXLSPHQW � ����������� � �����������
)XUQLWXUH��IL[WXUHV��RIILFH�HTXLSPHQW�DQG�YHKLFOHV � ���������� � ����������
7RWDO�SURSHUW\��SODQW�DQG�HTXLSPHQW��JURVV � ����������� � �����������
$FFXPXODWHG�GHSUHFLDWLRQ � ������������ � ������������
7RWDO�SURSHUW\��SODQW�DQG�HTXLSPHQW��QHW � ����������� � �����������
&RQVWUXFWLRQ�LQ�SURJUHVV � �������� � ����������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW � ������������ � ������������

'HSUHFLDWLRQ� H[SHQVH� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ����� ZDV� ������������ ����������� DQG� �����������
UHVSHFWLYHO\��1R�LQWHUHVW�ZDV�FDSLWDOL]HG�LQWR�FRQVWUXFWLRQ�LQ�SURJUHVV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������)RU�WKH
\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�UHFRJQL]HG�ORVV�RQ�DEDQGRQPHQW�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�RI������������DV�D
UHVXOW�RI�WKH�FORVXUH�RI�WKH�SODVPD�FROOHFWLRQ�VWDWLRQV�RI�*XL]KRX�7DLEDQJ��DV�GLVFORVHG�LQ�1RWH���

127(���±�,17$1*,%/(�$66(76��1(7

,QWDQJLEOH�DVVHWV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� �
� � :HLJKWHG � � � � � � � � � �
� � DYHUDJH � � *URVV � � � � � 1HW �
� � DPRUWL]DWLRQ � � FDUU\LQJ � � $FFXPXODWHG � � FDUU\LQJ �
� � SHULRG � � DPRXQW � � DPRUWL]DWLRQ � � DPRXQW �
$PRUWL]LQJ�LQWDQJLEOH�DVVHWV� � � � � � � � � � � � �
���������������3HUPLWV�DQG�OLFHQVHV � ���\HDUV� � ����������� � ����������� � ����������
���������������*03�FHUWLILFDWH � ����\HDUV� � ���������� � ����������� � ����������
���������������/RQJ�WHUP�FXVWRPHU�UHODWLRQVKLS � ��\HDUV� � ���������� � ����������� � ����������
���������������2WKHUV � � � � �������� � ��������� � ��������
���������������7RWDO � � � � ������������ � ����������� � ����������

)���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



� � 'HFHPEHU��������� �
� � :HLJKWHG � � � � � � � � � �
� � DYHUDJH � � *URVV � � � � � 1HW �
� � DPRUWL]DWLRQ � � FDUU\LQJ � � $FFXPXODWHG � � FDUU\LQJ �
� � SHULRG � � DPRXQW � � DPRUWL]DWLRQ � � DPRXQW �
$PRUWL]LQJ�LQWDQJLEOH
DVVHWV� � � � � � � � � � � � �
���������������3HUPLWV�DQG
OLFHQVHV � ���\HDUV� � ������������ � ����������� � ����������
���������������*03�FHUWLILFDWH � ����\HDUV� � ���������� � ��������� � ����������
���������������/RQJ�WHUP
FXVWRPHU�UHODWLRQVKLS � ��\HDUV� � ���������� � ����������� � ����������
���������������2WKHUV � � � � �������� � �������� � ��������
���������������7RWDO � � � � ������������ � ����������� � �����������
$JJUHJDWH� DPRUWL]DWLRQ� H[SHQVH� IRU� DPRUWL]LQJ� LQWDQJLEOH� DVVHWV�ZDV� ������������ ����������� DQG� ������������ IRU� WKH� \HDUV� HQGHG
'HFHPEHU����������������DQG������� UHVSHFWLYHO\��(VWLPDWHG�DPRUWL]DWLRQ�H[SHQVHV� IRU� WKH�QH[W� ILYH�\HDUV�DUH������������ LQ������
�����������LQ����������������LQ����������������LQ�������DQG����������LQ�������)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\
UHFRJQL]HG� ORVV�RQ� WKH�ZULWH�RII�RI�FROOHFWLRQ�SHUPLWV�DQG� OLFHQVHV�RI������������DV�D�UHVXOW�RI� WKH�FORVXUH�RI� WKH�SODVPD�FROOHFWLRQ
VWDWLRQV�RI�*XL]KRX�7DLEDQJ��DV�GLVFORVHG�LQ�1RWH���

127(���±�/$1'�86(�5,*+76��1(7

$W�'HFHPEHU����������DQG�������ODQG�XVH�ULJKWV�UHSUHVHQWHG�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
/DQG�XVH�ULJKWV � ����������� � �����������
$FFXPXODWHG�DPRUWL]DWLRQ � ��������� � ���������
/DQG�XVH�ULJKWV��QHW � ����������� � �����������

$JJUHJDWH�DPRUWL]DWLRQ�H[SHQVH�IRU� ODQG�XVH�ULJKW�ZDV��������������������DQG�����������IRU� WKH�\HDUV�HQGHG�'HFHPEHU����������
�����DQG�������UHVSHFWLYHO\�

127(���±�*22':,//

7KH�FKDQJHV�LQ�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������LV�DV�IROORZV�

� � )RU�WKH�<HDUV�HQGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �
� � � � � � � � � �
%DODQFH�DV�RI�-DQXDU\�� � ������������ � ������������ � ���
$GGLWLRQ � �� � �� � �����������
,PSDLUPHQW�ORVV � ������������ � �� � ��
)RUHLJQ�FXUUHQF\�H[FKDQJH�GLIIHUHQFH � �������� � �������� � ��������
%DODQFH�DV�RI�'HFHPEHU��� � ��� � ������������ � ������������

,Q�DFFRUGDQFH�ZLWK�)$6%�$6&�6XEWRSLF���������*RRGZLOO��³$6&�������´���JRRGZLOO�LV�UHTXLUHG�WR�EH�WHVWHG�IRU�LPSDLUPHQW�DQQXDOO\
DQG�LI�DQ�HYHQW�RU�FRQGLWLRQV�RFFXU�WKDW�LV�PRUH�OLNHO\�WKDQ�QRW�ZRXOG�FDXVH�WKH�IDLU�YDOXH�RI�D�UHSRUWLQJ�XQLW�WR�EH�OHVV�WKDQ�LWV�FDUU\LQJ
YDOXH�

7KH�&RPSDQ\� SHUIRUPV� LWV� DQQXDO� JRRGZLOO� LPSDLUPHQW� WHVW� RQ�'HFHPEHU� ��� DQG�ZKHQ� D� WULJJHULQJ� HYHQW� RFFXUV� EHWZHHQ� DQQXDO
LPSDLUPHQW�WHVWV��$V�GLVFORVHG�LQ�1RWH����IRXU�DFWLYH�SODVPD�VWDWLRQV�RI�WKH�&RPSDQ\�ZHUH�FORVHG�IURP�$XJXVW���������DV�D�UHVXOW�RI�D
UHJXODWRU\�RUGHU��)ROORZLQJ�WKH�FORVXUH��WKH�&RPSDQ\�UHYLVHG�LWV�HDUQLQJV�JXLGDQFH�IRU�WKH�\HDU�RI������DQG�H[SHULHQFHG�LQFUHPHQWDO
GHFOLQH� LQ� LWV� VWRFN� SULFH� DQG� PDUNHW� FDSLWDOL]DWLRQ� LQ� WKH� WKLUG� TXDUWHU� RI� ������ 7KHUHIRUH� WKH� &RPSDQ\� SHUIRUPHG� JRRGZLOO
LPSDLUPHQW�WHVW�DV�RI�6HSWHPEHU����������WR�LGHQWLI\�LI�JRRGZLOO�VKRXOG�EH�LPSDLUHG�

)���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



$�WZR�VWHS�SURFHVV�LV�XVHG�WR�WHVW�IRU�JRRGZLOO�LPSDLUPHQW�XQGHU�$6&���������7KH�ILUVW�VWHS�LV�WR�GHWHUPLQH�LI�WKHUH�LV�DQ�LQGLFDWLRQ�RI
LPSDLUPHQW�E\�FRPSDULQJ�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�WR�LWV�FDUU\LQJ�YDOXH�LQFOXGLQJ�H[LVWLQJ�JRRGZLOO��*RRGZLOO�LV
FRQVLGHUHG� LPSDLUHG� LI� WKH�FDUU\LQJ�YDOXH�RI�D�UHSRUWLQJ�XQLW�H[FHHGV� WKH�HVWLPDWHG�IDLU�YDOXH�� ,I�DQ� LQGLFDWLRQ�RI� LPSDLUPHQW�H[LVWV
XQGHU�WKH�ILUVW�VWHS��D�VHFRQG�VWHS�LV�SHUIRUPHG�WR�GHWHUPLQH�WKH�DPRXQW�RI�WKH�LPSDLUPHQW��7KLV�LQYROYHV�FDOFXODWLQJ�WKH�LPSOLHG�IDLU
YDOXH�RI�JRRGZLOO�E\�DOORFDWLQJ�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�WR�DOO�DVVHWV�DQG�OLDELOLWLHV�RWKHU�WKDQ�JRRGZLOO�DQG�FRPSDULQJ�LW�WR
WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�

7KH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�IRU�VWHS�RQH�ZDV�GHWHUPLQHG�EDVHG�RQ�WKH�TXRWHG�PDUNHW�SULFH�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�
7KH�ILUVW�VWHS�RI�WKH�LPSDLUPHQW�WHVW�FRQFOXGHG�WKDW�WKH�FDUU\LQJ�YDOXH�RI�WKH�&RPSDQ\¶V�UHSRUWLQJ�XQLW�H[FHHGHG�LWV�IDLU�YDOXH��$V�D
UHVXOW��WKH�&RPSDQ\�SHUIRUPHG�WKH�VHFRQG�VWHS�RI�WKH�JRRGZLOO�LPSDLUPHQW�WHVW�IRU�LWV�UHSRUWLQJ�XQLW��7KH�&RPSDQ\�GHWHUPLQHG�WKDW
WKH�LPSOLHG�IDLU�YDOXH�RI�JRRGZLOO�ZDV�QLO��7KHUHIRUH��D�JRRGZLOO�LPSDLUPHQW�ORVV�RI�������������ZDV�UHFRJQL]HG�LQ�WKH�TXDUWHU�HQGHG
6HSWHPEHU�����������1R�LPSDLUPHQW�ZDV�UHFRJQL]HG�LQ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������

7KH� WHVWLQJ�RI�JRRGZLOO� IRU� LPSDLUPHQW� UHTXLUHV� WKH�&RPSDQ\� WR�PDNH� VLJQLILFDQW� HVWLPDWHV�DERXW� LWV� IXWXUH�SHUIRUPDQFH�DQG�FDVK
IORZV��DV�ZHOO�DV�RWKHU�DVVXPSWLRQV��7KHVH�HVWLPDWHV�FDQ�EH�DIIHFWHG�E\�QXPHURXV�IDFWRUV��LQFOXGLQJ�FKDQJHV�LQ�HFRQRPLF��LQGXVWU\�RU
PDUNHW�FRQGLWLRQV��FKDQJHV�LQ�EXVLQHVV�RSHUDWLRQV��FKDQJHV�LQ�FRPSHWLWLRQ�RU�SRWHQWLDO�FKDQJHV�LQ�WKH�VKDUH�SULFH�RI�LWV�FRPPRQ�VWRFN
DQG�PDUNHW�FDSLWDOL]DWLRQ�

127(����±�(48,7<�0(7+2'�,19(670(17

7KH�&RPSDQ\¶V�HTXLW\�PHWKRG�LQYHVWPHQW�DV�RI�'HFHPEHU����������DQG������UHSUHVHQWHG�����HTXLW\�LQWHUHVW� LQYHVWPHQW� LQ�;L¶DQ
+XLWLDQ�%ORRG�3URGXFWV�&R���/WG���³+XLWLDQ´��

,Q�2FWREHU�������6KDQGRQJ�7DLEDQJ�HQWHUHG�LQWR�DQ�HTXLW\�SXUFKDVH�DJUHHPHQW�ZLWK�RQH�RI�WKH�HTXLW\�RZQHUV�RI�+XLWLDQ��³6HOOHU´��WR
DFTXLUH�����HTXLW\�LQWHUHVW�LQ�+XLWLDQ��IRU�FDVK�FRQVLGHUDWLRQ�RI�������������RU�50%��������������,Q�FRQQHFWLRQ�ZLWK�WKLV�WUDQVDFWLRQ�
LQ�2FWREHU�������7DLEDQJ�%LRORJLFDO�HQWHUHG� LQWR�DQ�HQWUXVW� DJUHHPHQW� �WKH�³(QWUXVW�$JUHHPHQW´��ZLWK�6KDQGRQJ�7DLEDQJ�DQG� WKH
QRQFRQWUROOLQJ� LQWHUHVW� KROGHU� RI� 6KDQGRQJ� 7DLEDQJ�� SXUVXDQW� WR� ZKLFK�� 7DLEDQJ� %LRORJLFDO� ZRXOG� SD\� WKH� FDVK� FRQVLGHUDWLRQ�
LQFOXGLQJ�LQWHUHVW��RI������������WR�WKH�6HOOHU��DQG�ZRXOG�EHDU�WKH�ULVNV�DQG�EHQHILWV�DV�D�����HTXLW\�RZQHU�LQ�+XLWLDQ��,Q�DGGLWLRQ�
7DLEDQJ�%LRORJLFDO�ZRXOG�SD\�6KDQGRQJ�7DLEDQJ����������RU�50%����������SHU�\HDU�DV�FRPSHQVDWLRQ�IRU�WKH�DGPLQLVWUDWLYH�FRVWV�RI
6KDQGRQJ�7DLEDQJ¶V�KROGLQJ�RI�WKH�����HTXLW\�LQWHUHVW�LQ�+XLWLDQ�RQ�EHKDOI�RI�7DLEDQJ�%LRORJLFDO��6XFK�DPRXQW�SDLG�DQG�UHFHLYHG�LV
HOLPLQDWHG�XSRQ�FRQVROLGDWLRQ��7DLEDQJ�%LRORJLFDO�DJUHHG� WR� LQGHPQLI\� WKH�QRQFRQWUROOLQJ� LQWHUHVW�KROGHU�RI�6KDQGRQJ�7DLEDQJ�IRU
DQ\�ORVV�DULVLQJ�IURP�WKH�(QWUXVW�$JUHHPHQW�DQG�KDV�SOHGJHG�WKH�&RPSDQ\¶V�HTXLW\�LQWHUHVW�LQ�6KDQGRQJ�7DLEDQJ�DV�FROODWHUDO�DJDLQVW
VXFK�ORVV�

7KH�H[FHVV�RI�FRVW�RYHU�WKH�&RPSDQ\¶V�VKDUH�RI�QHW�DVVHWV�RI�HTXLW\�PHWKRG�LQYHVWHHV�LV������������DQG������������DW�'HFHPEHU����
�����DQG�������UHVSHFWLYHO\��7KLV�HTXLW\�PHWKRG�JRRGZLOO�LV�QRW�DPRUWL]HG��KRZHYHU��WKH�LQYHVWPHQW�LV�UHYLHZHG�IRU�LPSDLUPHQW�

7KH�XQDXGLWHG�ILQDQFLDO�LQIRUPDWLRQ�IRU�+XLWLDQ�DV�RI�'HFHPEHU����������DQG������DQG�IRU�WKH�\HDUV�HQGHG�'HFHPEHU���������������
DQG������LV�DV�IROORZV�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
&XUUHQW�DVVHWV � ������������ � ������������
1RQ�FXUUHQW�DVVHWV � ����������� � �����������
�����������7RWDO�DVVHWV � ����������� � �����������
&XUUHQW�OLDELOLWLHV � ���������� � ����������
1RQ�FXUUHQW�OLDELOLWLHV � �������� � ��������
�����������7RWDO�OLDELOLWLHV � ���������� � ����������
2ZQHUV¶�HTXLW\ � ����������� � �����������
�����������7RWDO�OLDELOLWLHV�DQG�RZQHUV¶�HTXLW\ � ������������ � ������������

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
1HW�VDOHV � ������������ � ������������ � �����������
(DUQLQJV�EHIRUH�LQFRPH�WD[�H[SHQVH � ���������� � ���������� � ����������
1HW�LQFRPH � ���������� � ���������� � ����������
&RPSDQ\¶V�VKDUH�RI�QHW�LQFRPH � ����������� � ����������� � ���������

)���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



127(����±�6+257�7(50�%$1.�/2$16

7KH�&RPSDQ\¶V�EDQN�ORDQV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 0DWXULW\ � � $QQXDO � � 'HFHPEHU���� � � 'HFHPEHU���� �
�����������������������������������������/RDQV � GDWH � � LQWHUHVW�UDWH � � ���� � � ���� �
� � � � � � � � � � � � �
6KRUW�WHUP�EDQN�ORDQ��VHFXUHG � 0DUFK���������� � ������ � ��� � �����������
6KRUW�WHUP�EDQN�ORDQ��VHFXUHG��� � 0DUFK���������� � ������ � ���������� � ��
6KRUW�WHUP�EDQN�ORDQ��XQVHFXUHG � -DQXDU\���������� � ������ � ���������� � ��
6KRUW�WHUP�EDQN�ORDQ��XQVHFXUHG � -DQXDU\���������� � ������ � ���������� � ��
6KRUW�WHUP�EDQN�ORDQ��XQVHFXUHG � 0D\���������� � ������ � ���������� � ��
7RWDO � � � � � � � ������������ � �����������

,QWHUHVW�H[SHQVH�WRWDOLQJ��������������������DQG������������ZDV�LQFXUUHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������
UHVSHFWLYHO\�

7KH�&RPSDQ\�GLG�QRW�KDYH�DQ\�UHYROYLQJ�OLQH�RI�FUHGLW�DV�RI�'HFHPEHU����������DQG������

����$V�RI�'HFHPEHU�����������WKH�VHFXUHG�ORDQ�ZDV�VHFXUHG�E\�WKH�&RPSDQ\¶V�EXLOGLQJV�ZLWK�D�QHW�FDUU\LQJ�DPRXQW�RI������������

127(����±�27+(5�3$<$%/(6�$1'�$&&58('�(;3(16(6

2WKHU�SD\DEOHV�DQG�DFFUXHG�H[SHQVHV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
3D\DEOHV�WR�SRWHQWLDO�LQYHVWRUV���� � ����������� � �����������
6DODULHV�DQG�ERQXVHV�SD\DEOH � ���������� � ����������
$FFUXDOV�IRU�VHOOLQJ�FRPPLVVLRQ�DQG�SURPRWLRQ�IHH � ���������� � ����������
'LYLGHQGV�SD\DEOH�WR�QRQ�FRQWUROOLQJ�LQWHUHVW�KROGHUV � ���������� � ��
3D\DEOH�IRU�FRQVWUXFWLRQ�ZRUN � �������� � ����������
$FFUXDOV�IRU�OHJDO�DQG�SHQDOWLHV � �� � ��������
2WKHUV � ���������� � ����������
7RWDO � ������������ � ������������

��� 7KH� SD\DEOHV� WR� SRWHQWLDO� LQYHVWRUV� FRPSULVH� GHSRVLWV� UHFHLYHG� IURP� SRWHQWLDO� VWUDWHJLF� LQYHVWRUV� RI� ����������� �RU� 50%
������������ DQG������������ �RU�50%������������� DV� RI�'HFHPEHU� ���� ����� DQG������� UHVSHFWLYHO\�� DQG� UHODWHG� LQWHUHVW� RQ
WKHVH�GHSRVLWV�RI������������DQG������������DV�RI�'HFHPEHU����������DQG�������UHVSHFWLYHO\�

� �
,Q�������*XL]KRX�7DLEDQJ�UHFHLYHG�DQ�DJJUHJDWH�DPRXQW�RI�50%�������������RU�������������IURP�FHUWDLQ�SRWHQWLDO�VWUDWHJLF
LQYHVWRUV�LQ�FRQQHFWLRQ�ZLWK�WKHLU�VXEVFULSWLRQ�WR�SXUFKDVH�VKDUHV�LQ�*XL]KRX�7DLEDQJ��7KH�UHJLVWUDWLRQ�RI�WKH�QHZ�LQYHVWRUV�DV
*XL]KRX�7DLEDQJ¶V�VKDUHKROGHUV�DQG�WKH�UHODWHG�LQFUHDVH�LQ�UHJLVWHUHG�FDSLWDO�RI�*XL]KRX�7DLEDQJ�ZLWK�WKH�$GPLQLVWUDWLRQ�IRU
,QGXVWU\�DQG�&RPPHUFH�DUH�SHQGLQJ�GXH� WR� VKDUHKROGHUV�GLVSXWH�DV�GHVFULEHG� LQ� WKH� OHJDO�SURFHHGLQJ�VHFWLRQ� �VHH�1RWH�����
'XULQJ� WKH�\HDU�HQGHG�'HFHPEHU����������� WKH�&RPSDQ\�UHIXQGHG�50%�������������RU������������� WR�RQH�RI� WKH�SRWHQWLDO
LQYHVWRUV�

)���
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7KH�&RPSDQ\�DQG�HDFK�RI�LWV�VXEVLGLDULHV�ILOH�VHSDUDWH�LQFRPH�WD[�UHWXUQV�

7KH�8QLWHG�6WDWHV�RI�$PHULFD

7KH�&RPSDQ\�LV�LQFRUSRUDWHG�LQ�WKH�6WDWH�RI�'HODZDUH�LQ�WKH�8�6���DQG�LV�VXEMHFW�WR�8�6��IHGHUDO�FRUSRUDWH�LQFRPH�WD[�DW�JUDGXDO�UDWHV
RI�XS�WR�����

%ULWLVK�9LUJLQ�,VODQGV

7DLEDQJ�%LRORJLFDO�LV�LQFRUSRUDWHG�LQ�WKH�%ULWLVK�9LUJLQ�,VODQGV��8QGHU�WKH�FXUUHQW�ODZV�RI�WKH�%ULWLVK�9LUJLQ�,VODQGV��%9,���7DLEDQJ
%LRORJLFDO�LV�QRW�VXEMHFW�WR�WD[�RQ�LQFRPH�RU�FDSLWDO�JDLQV��,Q�DGGLWLRQ��XSRQ�SD\PHQWV�RI�GLYLGHQGV�E\�7DLEDQJ�%LRORJLFDO��QR�%ULWLVK
9LUJLQ�,VODQGV�ZLWKKROGLQJ�WD[�LV�LPSRVHG�

+RQJ�.RQJ

7DLEDQJ� +ROGLQJV� �+RQJ� .RQJ�� /LPLWHG� �³7DLEDQJ� +ROGLQJV´�� IRUPHUO\� NQRZQ� DV� ³/RJLF� +ROGLQJV� �+RQJ� .RQJ�� /LPLWHG´�� LV
LQFRUSRUDWHG�LQ�+RQJ�.RQJ�DQG�LV�VXEMHFW�WR�+RQJ�.RQJ¶V�SURILWV�WD[�UDWH�RI�������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG
������7DLEDQJ�+ROGLQJV�GLG�QRW�HDUQ�DQ\�LQFRPH�WKDW�ZDV�GHULYHG�LQ�+RQJ�.RQJ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG
������7KH�SD\PHQWV�RI�GLYLGHQGV�E\�+RQJ�.RQJ�FRPSDQLHV�DUH�QRW�VXEMHFW�WR�DQ\�+RQJ�.RQJ�ZLWKKROGLQJ�WD[�

35&

7KH�35&¶V� VWDWXWRU\� LQFRPH� WD[� UDWH� LV������7KH�&RPSDQ\¶V�35&�VXEVLGLDULHV�DUH� VXEMHFW� WR� LQFRPH� WD[�DW�����XQOHVV�RWKHUZLVH
VSHFLILHG�

2Q�)HEUXDU\�����������6KDQGRQJ�7DLEDQJ�UHFHLYHG�WKH�+LJK�DQG�1HZ�7HFKQRORJ\�(QWHUSULVH�FHUWLILFDWH�IURP�WKH�6KDQGRQJ�SURYLQFLDO
JRYHUQPHQW��7KLV�FHUWLILFDWH�HQWLWOHG�6KDQGRQJ�7DLEDQJ�WR�SD\�LQFRPH�WD[HV�DW�D�����SUHIHUHQWLDO�LQFRPH�WD[�UDWH�IRU�D�SHULRG�RI�WKUHH
\HDUV�IURP������WR�������2Q�2FWREHU�����������6KDQGRQJ�7DLEDQJ�ZDV�LVVXHG�D�QRWLFH�IURP�WKH�6KDQGRQJ�SURYLQFLDO�JRYHUQPHQW�WKDW
WKH�+LJK�DQG�1HZ�7HFKQRORJ\�(QWHUSULVH�TXDOLILFDWLRQ�KDV�EHHQ�UHQHZHG�IRU�DQ�DGGLWLRQDO�WKUHH�\HDUV�IURP������WR������

*XL]KRX�7DLEDQJ�ZDV�HQWLWOHG�WR�WKH�SUHIHUHQWLDO� LQFRPH�WD[�UDWH�RI�����XQGHU�WKH����\HDU�:HVWHUQ�'HYHORSPHQW�7D[�&RQFHVVLRQ�
ZKLFK�HQGHG�LQ�������$FFRUGLQJ�WR�&DL6KXL�>����@�1R�����GDWHG�-XO\�����������TXDOLILHG�HQWHUSULVHV�ORFDWHG�LQ�WKH�ZHVWHUQ�UHJLRQV�RI
35&�DUH�HQWLWOHG�WR�FRQWLQXH�WR�SD\�LQFRPH�WD[HV�DW�D�SUHIHUHQWLDO�LQFRPH�WD[�UDWH�RI�����HIIHFWLYH�UHWURDFWLYHO\�IURP�-DQXDU\���������
0DQDJHPHQW�EHOLHYHV�*XL]KRX�7DLEDQJ�LV�D�TXDOLILHG�HQWHUSULVH�ORFDWHG�LQ�WKH�ZHVWHUQ�UHJLRQV�DQG�WKHUHIRUH�LV�VXEMHFW�WR�D�SUHIHUHQWLDO
WD[�UDWH�RI�����IURP������WR������

7KH�FRPSRQHQWV�RI�HDUQLQJV��ORVVHV��EHIRUH�LQFRPH�WD[HV�E\�MXULVGLFWLRQV�DUH�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �
� � � � � � � � � �
35&��H[FOXGLQJ�+RQJ�.RQJ � ������������ � ������������ � ������������
8�6� � ����������� � ������������ � ������������
%9, � ���������� � ��������� � ���������
+RQJ�.RQJ � ��������� � ��������� � �����������
7RWDO � ������������ � ������������ � ������������

,QFRPH�WD[�H[SHQVH�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������UHSUHVHQWV�35&�FXUUHQW�LQFRPH�WD[�H[SHQVH�DQG�GHIHUUHG
WD[�EHQHILW�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU

��� � � 'HFHPEHU��� � � 'HFHPEHU���� �

� � ���� � � ���� � � ���� �
� � � � � � � � � �
&XUUHQW�LQFRPH�WD[�H[SHQVH � ������������ � ������������ �������������������
'HIHUUHG�WD[�EHQHILW � ����������� � ����������� � �����������
� � ������������ � ������������ � �����������������

)���
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5HFRQFLOLDWLRQ�EHWZHHQ� LQFRPH� WD[�H[SHQVH�DQG� WKH�DPRXQWV�FRPSXWHG�E\�DSSO\LQJ� WKH�35&�VWDWXWRU\� WD[� UDWH�RI�����WR�HDUQLQJV
EHIRUH�LQFRPH�WD[�H[SHQVH�LV�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �
� � � � � � � � � �
&RPSXWHG�H[SHFWHG�WD[

H[SHQVH � ������������ � ������������ � �����������
1RQ�WD[DEOH�LQFRPH � ��������� � ��������� � ��������
1RQ�GHGXFWLEOH�H[SHQVHV� � � � � � � � � �
���6DODU\�DQG�ZHOIDUH � ������� � �������� � ��������
���6KDUH�EDVHG

FRPSHQVDWLRQ � ���������� � �������� � �������
���)DLU�YDOXH�FKDQJH�RI

GHULYDWLYHV � �� � �� � ����������
���&RQYHUWLEOH�QRWHV�LQWHUHVW � �� � �� � ��������
���%DG�GHEW�H[SHQVH � �� � �������� � ��
���,PSDLUPHQW�ORVV�RQ

JRRGZLOO � ���������� � �� � ��
���/RVV�RQ�ZULWH�RII�RI

ORQJ�OLYHG�DVVHWV � �������� � �� � ��
���2WKHUV � �������� � �������� � ��������
7D[�UDWH�GLIIHUHQWLDO � �������� � ��������� � �����������
(IIHFW�RI�FKDQJH�LQ�WD[�UDWH

RQ�GHIHUUHG�WD[ � ��������� � ��������� � ��
(IIHFW�RI�35&�SUHIHUHQWLDO

WD[�UDWH � ����������� � ����������� � �����������
%RQXV�GHGXFWLRQ�RQ

UHVHDUFK�DQG
GHYHORSPHQW
H[SHQVHV � ��������� � ��������� � ���������

&KDQJH�LQ�YDOXDWLRQ
DOORZDQFH � �������� � ���������� � ��������

35&�GLYLGHQG�ZLWKKROGLQJ
WD[ � ���������� � ���������� � ��������

7D[�HIIHFW�RI�HTXLW\�PHWKRG
LQYHVWPHQW � �������� � �������� � ��

,QFRPH�WD[�H[SHQVH � ������������ � ������������ � ������������

7KH�35&�WD[�UDWH�KDV�EHHQ�XVHG�EHFDXVH�WKH�PDMRULW\�RI�WKH�&RPSDQ\¶V�FRQVROLGDWHG�SUH�WD[�HDUQLQJV�DULVH�LQ�WKH�35&�

$V�RI�'HFHPEHU����������DQG�������VLJQLILFDQW�WHPSRUDU\�GLIIHUHQFHV�EHWZHHQ�WKH�WD[�EDVLV�DQG�ILQDQFLDO�VWDWHPHQW�EDVLV�RI�DVVHWV�DQG
OLDELOLWLHV�WKDW�JDYH�ULVH�WR�GHIHUUHG�WD[HV�ZHUH�SULQFLSDOO\�UHODWHG�WR�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
'HIHUUHG�WD[�DVVHWV�DULVLQJ�IURP� � � � � � �
�$FFUXHG�H[SHQVHV � ����������� � �����������
�'HULYDWLYH�OLDELOLWLHV � ���������� � ����������
�7D[�ORVV�FDUU\IRUZDUGV � ���������� � ����������
*URVV�GHIHUUHG�WD[�DVVHWV � ���������� � �����������
� � � � � � �
/HVV��YDOXDWLRQ�DOORZDQFH � ����������� � �����������
1HW�GHIHUUHG�WD[�DVVHWV � ����������� � �����������
� � � � � � �
'HIHUUHG�WD[�OLDELOLWLHV�DULVLQJ�IURP� � � � � � �
��,QWDQJLEOH�DVVHWV � �������� � ����������
��3URSHUW\��SODQW�DQG�HTXLSPHQW � �������� � ��������
��(TXLW\�PHWKRG�LQYHVWPHQW � �������� � ��������
'HIHUUHG�WD[�OLDELOLWLHV � ����������� � ����������
� � � � � � �
&ODVVLILFDWLRQ�RQ�FRQVROLGDWHG�EDODQFH�VKHHWV� � � � � � �
� � � � � � �
'HIHUUHG�WD[�DVVHWV�±�FXUUHQW��QHW � ����������� � �����������
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� � � � � � �
'HIHUUHG�WD[�OLDELOLWLHV���QRQ�FXUUHQW��QHW � ����������� � �����������
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7KH�GHIHUUHG�WD[�DVVHWV�RI������������IRU�WD[�ORVV�FDUU\IRUZDUGV�DV�RI�'HFHPEHU�����������RI�ZKLFK������������DQG������������UHODWH
WR� WD[� ORVV�FDUU\IRUZDUGV�RI�FHUWDLQ�35&�VXEVLGLDULHV�DQG� WKH�&RPSDQ\�� UHVSHFWLYHO\��)RU�35&�LQFRPH� WD[�SXUSRVHV��FHUWDLQ�RI� WKH
&RPSDQ\¶V� 35&� VXEVLGLDULHV� KDG� WD[� ORVV� FDUU\IRUZDUGV� RI� ������������ RI� ZKLFK� ����������� DQG� ����������� ZRXOG� H[SLUH� LQ
'HFHPEHU� ����� DQG� ������ UHVSHFWLYHO\�� LI� XQXVHG�� )RU� 8QLWHG� 6WDWHV� IHGHUDO� LQFRPH� WD[� SXUSRVHV�� WKH� &RPSDQ\� KDG� WD[� ORVV
FDUU\IRUZDUGV� RI� DSSUR[LPDWHO\� ������������� RI�ZKLFK� ������������ ���������� ������������ ������������ ����������� DQG� ����������
ZRXOG�H[SLUH�RQ�'HFHPEHU����������������������������������DQG�������UHVSHFWLYHO\�� LI�XQXVHG��,Q�YLHZ�RI� WKHLU�FXPXODWLYH� ORVVHV
SRVLWLRQV��PDQDJHPHQW�GHWHUPLQHG�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�GHIHUUHG�WD[�DVVHWV�RI�WKHVH�35&�VXEVLGLDULHV�DQG�WKH�&RPSDQ\�ZLOO
QRW�EH�UHDOL]HG��DQG�WKHUHIRUH�IXOO�YDOXDWLRQ�DOORZDQFHV�ZHUH�SURYLGHG�DV�RI�'HFHPEHU����������DQG�������7KH�LQFUHDVH�LQ�YDOXDWLRQ
DOORZDQFH� GXULQJ� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ����� ZDV� ���������� ����������� DQG� ���������� UHVSHFWLYHO\�
0DQDJHPHQW� EHOLHYHV� LW� LV� PRUH� OLNHO\� WKDQ� QRW� WKDW� WKH� &RPSDQ\� ZLOO� UHDOL]H� WKH� EHQHILWV� RI� WKH� GHIHUUHG� WD[� DVVHWV�� QHW� RI� WKH
YDOXDWLRQ�DOORZDQFHV��DV�RI�'HFHPEHU����������DQG�'HFHPEHU����������

$FFRUGLQJ�WR�WKH�SUHYDLOLQJ�35&�LQFRPH�WD[�ODZ�DQG�UHOHYDQW�UHJXODWLRQV��GLYLGHQGV�UHODWLQJ�WR�HDUQLQJV�DFFXPXODWHG�EHJLQQLQJ�RQ
-DQXDU\��������� WKDW� DUH� UHFHLYHG�E\�QRQ�35&�UHVLGHQW� HQWHUSULVHV� IURP�35&�UHVLGHQW� HQWHUSULVHV�DUH� VXEMHFW� WR�ZLWKKROGLQJ� WD[�DW
�����XQOHVV�UHGXFHG�E\�WD[�WUHDWLHV�RU�VLPLODU�DUUDQJHPHQW��'LYLGHQGV�UHODWLQJ�WR�XQGLVWULEXWHG�HDUQLQJV�JHQHUDWHG�SULRU�WR�-DQXDU\���
�����DUH�H[HPSW�IURP�VXFK�ZLWKKROGLQJ�WD[��)XUWKHU��GLYLGHQGV�UHFHLYHG�E\�WKH�&RPSDQ\�IURP�LWV�RYHUVHDV�VXEVLGLDULHV�DUH�VXEMHFW�WR
WKH�8�6��IHGHUDO�LQFRPH�WD[�DW������OHVV�DQ\�TXDOLILHG�IRUHLJQ�WD[�FUHGLWV��'XH�WR�WKH�&RPSDQ\¶V�SODQ�DQG�LQWHQWLRQ�RI�UHLQYHVWLQJ�LWV
HDUQLQJV� LQ� LWV�RYHUVHDV�EXVLQHVV�� WKH�&RPSDQ\�KDV�QRW�SURYLGHG�IRU� WKH�UHODWHG�GHIHUUHG� WD[� OLDELOLWLHV�RQ�XQGLVWULEXWHG�HDUQLQJV�RI
����� PLOOLRQ� DQG� ���� PLOOLRQ� DV� RI� 'HFHPEHU� ���� ����� DQG� ������ UHVSHFWLYHO\�� ,W� LV� QRW� SUDFWLFDEOH� WR� HVWLPDWH� WKH� DPRXQWV� RI
XQUHFRJQL]HG�GHIHUUHG�WD[�OLDELOLWLHV�WKHUHRI�

$V�RI�-DQXDU\���������DQG�IRU�HDFK�RI�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\�DQG�LWV�VXEVLGLDULHV�GLG�QRW
KDYH� DQ\� XQUHFRJQL]HG� WD[� EHQHILWV�� DQG� WKHUHIRUH� QR� LQWHUHVW� RU� SHQDOWLHV� UHODWHG� WR� XQUHFRJQL]HG� WD[� EHQHILWV�ZHUH� DFFUXHG��7KH
&RPSDQ\�GRHV�QRW�H[SHFW�WKDW�WKH�DPRXQW�RI�XQUHFRJQL]HG�WD[�EHQHILWV�ZLOO�FKDQJH�VLJQLILFDQWO\�ZLWKLQ�WKH�QH[W����PRQWKV�

7KH�&RPSDQ\�DQG�HDFK�RI�LWV�35&�VXEVLGLDULHV�ILOH�LQFRPH�WD[�UHWXUQV�LQ�WKH�8QLWHG�6WDWHV�DQG�WKH�35&��UHVSHFWLYHO\��7KH�&RPSDQ\�LV
VXEMHFW� WR� 8�6�� IHGHUDO� LQFRPH� WD[� H[DPLQDWLRQ� E\� WD[� DXWKRULWLHV� IRU� WD[� \HDUV� EHJLQQLQJ� LQ� ������$FFRUGLQJ� WR� WKH� 35&� 7D[
$GPLQLVWUDWLRQ�DQG�&ROOHFWLRQ�/DZ��WKH�VWDWXWH�RI�OLPLWDWLRQV�LV�WKUHH�\HDUV�LI�WKH�XQGHUSD\PHQW�RI�WD[HV�LV�GXH�WR�FRPSXWDWLRQDO�HUURUV
PDGH�E\�WKH�WD[SD\HU�RU�WKH�ZLWKKROGLQJ�DJHQW��7KH�VWDWXWH�RI�OLPLWDWLRQV�LV�H[WHQGHG�WR�ILYH�\HDUV�XQGHU�VSHFLDO�FLUFXPVWDQFHV�ZKHUH
WKH�XQGHUSD\PHQW�RI�WD[HV�LV�PRUH�WKDQ�50%�������������������,Q�WKH�FDVH�RI�WUDQVIHU�SULFLQJ�LVVXHV��WKH�VWDWXWH�RI�OLPLWDWLRQV�LV�WHQ
\HDUV��7KHUH�LV�QR�VWDWXWH�RI�OLPLWDWLRQV�LQ�WKH�FDVH�RI�WD[�HYDVLRQ��7KH�35&�WD[�UHWXUQV�IRU�WKH�&RPSDQ\¶V�35&�VXEVLGLDULHV�DUH�RSHQ
WR�H[DPLQDWLRQ�E\�WKH�35&�WD[�DXWKRULWLHV�IRU�WKH�WD[�\HDUV�EHJLQQLQJ�LQ������

127(����±�&219(57,%/(�127(6

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
�����������������6HQLRU�6HFXUHG�&RQYHUWLEOH�1RWHV � ����������� � �����������
/HVV��SRUWLRQ�RI�QRWHV�FRQYHUWHG � ����������� � �����������
�������XQDPRUWL]HG�GLVFRXQW � �� � �����������
&RQYHUWLEOH�QRWHV � ��� � �����������

2Q� -XQH� ��� ������ WKH� &RPSDQ\� HQWHUHG� LQWR� D� VHFXULWLHV� SXUFKDVH� DJUHHPHQW� �WKH� ³3XUFKDVH�$JUHHPHQW´�� ZLWK� FHUWDLQ� DFFUHGLWHG
LQYHVWRUV��WKH�³,QYHVWRUV´���SXUVXDQW�WR�ZKLFK�WKH�&RPSDQ\�DJUHHG�WR�LVVXH�WR�WKH�,QYHVWRUV������6HQLRU�6HFXUHG�&RQYHUWLEOH�1RWHV�LQ
WKH� DJJUHJDWH� SULQFLSDO� DPRXQW� RI� ����������� �WKH� ³1RWHV´�� DQG� ZDUUDQWV� �WKH� ³:DUUDQWV´� DQG� WRJHWKHU� ZLWK� WKH� 1RWHV�� WKH
³6XEVFULEHG�6HFXULWLHV´�� WR�SXUFKDVH�XS� WR�����������VKDUHV�RI�FRPPRQ�VWRFN�RI� WKH�&RPSDQ\��WKH�³:DUUDQW�6KDUHV´�DQG� WRJHWKHU
ZLWK�WKH�VKDUHV�WR�EH�FRQYHUWHG�LQ�WKH�1RWHV��WKH�³8QGHUO\LQJ�6HFXULWLHV´���7KH�WUDQVDFWLRQ�FORVHG�RQ�-XQH����������

7KH�FRXSRQ�UDWH�RI�WKH�1RWHV�LV������SHU�DQQXP��WKH�³,QWHUHVW�5DWH´���SD\DEOH�IURP�WKH�FORVLQJ�XQWLO�UHSD\PHQW��ZKHWKHU�RQ�PDWXULW\
RQ�-XQH����������E\�DFFHOHUDWLRQ�RU�RWKHUZLVH��,QWHUHVW�RQ�WKH�1RWHV�LV�GXH�DQG�SD\DEOH�LQ�FDVK�VHPL�DQQXDOO\�RQ�6HSWHPEHU����DQG
0DUFK����RI�HDFK�\HDU��FRPPHQFLQJ�RQ�6HSWHPEHU�����������7KH�&RPSDQ\�KDV�WKH�RSWLRQ�WR�SD\�WKH�LQWHUHVW�GXH�WKURXJK�WKH�LVVXDQFH
RI�LWV�FRPPRQ�VWRFN�DW�D�FRQYHUVLRQ�SULFH�RI�������SHU�VKDUH��,I�WKH�&RPSDQ\�GHIDXOWV�LQ�WKH�SD\PHQW�RI�WKH�SULQFLSDO�RU�LQWHUHVW�RQ�WKH
1RWHV�ZKHQ�GXH��VXEMHFW�WR�WKH�,QYHVWRUV¶�HOHFWLRQ��WKH�&RPSDQ\�LV�REOLJDWHG�WR�HLWKHU��D��UHGHHP�DOO�RU�D�SRUWLRQ�RI�WKH�1RWHV�SXUVXDQW
WR�WKH�UHGHPSWLRQ�ULJKWV�GLVFXVVHG�EHORZ�RU��E��SD\�LQWHUHVW�RQ�VXFK�GHIDXOWHG�DPRXQW�DW�D�UDWH�HTXDO�WR�WKH�,QWHUHVW�5DWH�SOXV�������
7KH�1RWHV�DUH�FRQYHUWLEOH�DW�DQ\�WLPH�EHIRUH�PDWXULW\� LQWR� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�D�FRQYHUVLRQ�SULFH�RI�������SHU�VKDUH�
VXEMHFW�WR�FHUWDLQ�DGMXVWPHQWV�DV�VSHFLILHG�LQ�WKH�3XUFKDVH�$JUHHPHQW�
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7KH�:DUUDQWV�KDYH�D�WHUP�RI���\HDUV��ZLWK�DQ�H[HUFLVH�SULFH�RI�������SHU�VKDUH��VXEMHFW�WR�DGMXVWPHQWV�DV�SURYLGHG�LQ�WKH�:DUUDQWV�
IURP�WLPH�WR�WLPH�SXUVXDQW�WR�DQWL�GLOXWLRQ�DQG�RWKHU�FXVWRPDU\�SURYLVLRQV��DQG�DUH�H[HUFLVDEOH�E\�WKH�,QYHVWRUV�DW�DQ\�WLPH�DIWHU�WKH
GDWH�RQ�ZKLFK�WKHLU�UHODWHG�1RWHV�DUH�FRQYHUWHG��H[FHSW�WKDW�LI�DQ\�RI�WKH�1RWHV�LV�SDUWLDOO\�FRQYHUWHG��WKH�,QYHVWRUV�FRXOG�RQO\�H[HUFLVH
WKH�FRUUHVSRQGLQJ�SRUWLRQ�RI�WKH�:DUUDQWV�

7KH�&RPSDQ\�KDV�JUDQWHG�WKH�,QYHVWRUV�GHPDQG�DQG�SLJJ\�EDFN�UHJLVWUDWLRQ�ULJKWV�ZLWK�UHVSHFW�WR�WKH�8QGHUO\LQJ�6HFXULWLHV��SXUVXDQW
WR�D�UHJLVWUDWLRQ�ULJKWV�DJUHHPHQW�DPRQJ�WKH�&RPSDQ\�DQG�WKH�,QYHVWRUV�

7KH�&RPSDQ\�SDLG�LWV�SODFHPHQW�DJHQW�D�FDVK�IHH��UHSUHVHQWLQJ������RI�WKH�SURFHHGV�UHFHLYHG�LQ�FRQQHFWLRQ�ZLWK�WKH�LVVXDQFH�RI�WKH
1RWHV��DQG�D���\HDU�ZDUUDQW�WR�SXUFKDVH��������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI�������SHU�VKDUH��7KH
DJJUHJDWH�IHH�RI����������SDLG�WR�WKH�SODFHPHQW�DJHQW��LQFOXGLQJ�WKH�IDLU�YDOXH�RI�WKH�ZDUUDQW�LVVXHG��ZDV�GHIHUUHG�DQG�DPRUWL]HG�RYHU
WKH�OLIH�RI�WKH�1RWHV�

7KH�1RWHV�DUH�VHFXUHG�E\�����������VKDUHV�RI�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\�KHOG�E\�6LX�/LQJ�&KDQ��³0V��&KDQ´���WKH�&RPSDQ\¶V
ERDUG� RI� GLUHFWRUV� FKDLUZRPDQ� DQG� D� SULQFLSDO� VKDUHKROGHU� RI� WKH� &RPSDQ\�� SXUVXDQW� WR� WKH� WHUPV� RI� D� *XDUDQWHH� DQG� 3OHGJH
$JUHHPHQW� VLJQHG�DPRQJ� WKH�&RPSDQ\�� WKH� ,QYHVWRUV� DQG�0V��&KDQ��7R� LQGXFH�0V��&KDQ� WR� HQWHU� LQWR� WKH�*XDUDQWHH� DQG�3OHGJH
$JUHHPHQW�ZLWK� WKH� ,QYHVWRUV�� WKH�&RPSDQ\�DJUHHG� WR� LQGHPQLI\�0V��&KDQ�IRU�DOO�GDPDJHV�� OLDELOLWLHV�� ORVVHV�DQG�H[SHQVHV�RI�DQ\
NLQG� �³/RVVHV´��� ZKLFK�PD\� EH� VXVWDLQHG� RU� VXIIHUHG� E\�0V�� &KDQ�� DULVLQJ� RXW� RI� RU� LQ� FRQQHFWLRQ� ZLWK� DQ\� HQIRUFHPHQW� DFWLRQ
LQVWLWXWHG�E\�WKH�,QYHVWRUV�SXUVXDQW�WR�WKH�*XDUDQWHH�DQG�3OHGJH�$JUHHPHQW��7KH�&RPSDQ\¶V�LQGHPQLILFDWLRQ�REOLJDWLRQ�LV�OLPLWHG�WR
/RVVHV�WKDW�DULVH�DV�WKH�UHVXOW�RI�DQ\�QHJOLJHQW�RU�XQODZIXO�FRQGXFW�RI�WKH�&RPSDQ\�WKDW�LV�FDXVHG�XQLODWHUDOO\�E\�WKH�&RPSDQ\�DQG�LV
EH\RQG�0V��&KDQ¶V�FRQWURO�LQ�KHU�FDSDFLW\�DV�D�GLUHFWRU�RI�WKH�&RPSDQ\��DQG�ZLOO�QRW�H[FHHG�WKH�PDUNHW�YDOXH�RI�WKH�SOHGJHG�VKDUHV�DV
RI�WKH�FORVLQJ�RI�WKH�WUDQVDFWLRQ��2Q�'HFHPEHU�����������WZR�RI�WKH�&RPSDQ\¶V�1RWHV�KROGHUV�FRQYHUWHG������������RI�WKHLU�1RWHV
LQWR�DQ�DJJUHJDWH�RI���������VKDUHV�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN��2Q�-DQXDU\����������� WKHVH� WZR�1RWHV�KROGHUV�FRQYHUWHG�DQ
DGGLWLRQDO������������RI�WKHLU�UHPDLQLQJ�1RWHV�LQWR�DQ�DJJUHJDWH�RI���������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN��2Q�1RYHPEHU
����������DQRWKHU�1RWHV�KROGHU�FRQYHUWHG������������RI�1RWHV�LQWR�DQ�DJJUHJDWH�RI���������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�
2Q�-XQH����������� WZR�1RWHV�KROGHUV�FRQYHUWHG������������RI� WKHLU�1RWHV� LQWR�DQ�DJJUHJDWH�RI�����������VKDUHV�RI� WKH�&RPSDQ\¶V
FRPPRQ�VWRFN��$V�RI�'HFHPEHU�����������DOO�1RWHV�ZHUH�FRQYHUWHG�

7KH� WHUPV�RI� WKH�1RWHV� DQG�:DUUDQWV� LQFOXGH�SULFH� DGMXVWPHQW� SURYLVLRQV� XQGHU�ZKLFK� WKH� FRQYHUVLRQ�SULFH� IRU� WKH�1RWHV� DQG� WKH
H[HUFLVH�SULFH�IRU�WKH�:DUUDQWV�FRXOG�EH�DIIHFWHG�E\�IXWXUH�HTXLW\�RIIHULQJV�XQGHUWDNHQ�E\�WKH�&RPSDQ\��$V�D�UHVXOW��WKH�HPEHGGHG
FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�DQG�:DUUDQWV�DUH�QRW�FRQVLGHUHG�LQGH[HG�WR�WKH�&RPSDQ\¶V�RZQ�VWRFN��DQG�WKHUHIRUH�DUH�DFFRXQWHG�IRU
DV�GHULYDWLYHV��7KH�HFRQRPLF�FKDUDFWHULVWLFV�DQG�ULVNV�RI�WKH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�DUH�QRW�FRQVLGHUHG�FOHDUO\�DQG
FORVHO\�UHODWHG�WR�WKH�HFRQRPLF�FKDUDFWHULVWLFV�DQG�ULVNV�RI�WKH�KRVW�GHEW�FRQWUDFW��7KH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�PHW
DOO�RI�WKH�FKDUDFWHULVWLFV�RI�D�GHULYDWLYH�LQVWUXPHQW�SXUVXDQW�WR�$6&�6XEWRSLF���������,Q�DFFRUGDQFH�ZLWK�$6&�6XEWRSLF���������WKH
HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�ZDV�VHSDUDWHG�IURP�WKH�KRVW�GHEW�FRQWUDFW�DQG�DFFRXQWHG�IRU�DV�D�GHULYDWLYH�

7RWDO�SULQFLSDO�RI�WKH�1RWHV�LQ�WKH�DPRXQW�RI������������ZDV�ILUVW�DOORFDWHG�WR�WKH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�DQG�WR�WKH
:DUUDQWV� EDVHG� RQ� WKHLU� IDLU� YDOXH� RQ� WKH� LVVXDQFH� GDWH� RI� ����������� DQG� ������������ UHVSHFWLYHO\��$V� D� UHVXOW�� WKH� &RPSDQ\
UHFRJQL]HG�DQ�LQLWLDO�FKDUJH�WR�LQFRPH�RI�����������VHH�1RWH�����IRU�WKH�DPRXQW�E\�ZKLFK�WKH�IDLU�YDOXH�RI�WKHVH�OLDELOLWLHV�H[FHHGHG
WKH�IDFH�DPRXQW�RI�WKH�1RWHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������$OO�FKDQJHV�LQ�WKH�IDLU�YDOXH�RI�WKH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ
LQ�WKH�1RWHV�DQG�:DUUDQWV�DUH�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH�XQWLO�VXFK�WLPH�DV�WKH�1RWHV�DUH
FRQYHUWHG�RU�UHGHHPHG�DQG�:DUUDQWV�DUH�H[HUFLVHG�RU�H[SLUHG�

7KH�UHVLGXDO�DPRXQW�LV�DOORFDWHG�WR�WKH�GHEW�LQVWUXPHQW�LQ�WKH�DPRXQW�RI�������DQG�LV�DFFUHWHG�WR�WKH�SULQFLSDO�DPRXQW�RI�WKH�1RWHV
XVLQJ� DQ� HIIHFWLYH� DQQXDO� LQWHUHVW� UDWH� RI� DSSUR[LPDWHO\� ����� ZLWK� WKH� UHODWHG� LQWHUHVW� H[SHQVH� UHFRJQL]HG� LQ� WKH� VWDWHPHQWV� RI
FRPSUHKHQVLYH�LQFRPH��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�LQWHUHVW�H[SHQVHV�ZHUH�����������������������
DQG�����������UHVSHFWLYHO\�

127(����±�:$55$176�$1'�237,216

:DUUDQWV

,Q�FRQQHFWLRQ�ZLWK� WKH� LVVXDQFH�RI� WKH�1RWHV� �VHH�1RWH������ WKH�&RPSDQ\� LVVXHG�ZDUUDQWV� WR�SXUFKDVH�XS� WR�����������DQG�������
VKDUHV�RI�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\�WR�WKH�,QYHVWRUV�DQG�SODFHPHQW�DJHQW��UHVSHFWLYHO\�

)���
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7KH�VXPPDU\�RI�ZDUUDQW�DFWLYLWLHV�LV�DV�IROORZV�

� � � � � :HLJKWHG � � $YHUDJH �
� � :DUUDQWV � � $YHUDJH � � 5HPDLQLQJ �
� � 2XWVWDQGLQJ � � ([HUFLVH�3ULFH � � &RQWUDFWXDO�/LIH �
� � � � � � � � � �
-DQXDU\�������� � ���������� � ����� � �����
�������������������*UDQWHG � ���������� � ����� � �����
�������������������([HUFLVHG � ����������� � ����� � �����
'HFHPEHU��������� � ���������� � ����� � �����
�������������������*UDQWHG � �� � �� � ��
�������������������([HUFLVHG�FDVK � ��������� � ����� � �����
�������������������([HUFLVHG�FDVKOHVV � �������� � ����� � �����
'HFHPEHU��������� � �������� � ����� � �����
�������������������*UDQWHG � �� � �� � ��
�������������������([HUFLVHG � �� � �� � ��
'HFHPEHU��������� � �������� � ����� � �����

'XULQJ� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ WKH� SODFHPHQW� DJHQWV� H[HFXWHG� FDVKOHVV� H[HUFLVH� RI� DOO� WKH� ������� SODFHPHQW� DJHQW
ZDUUDQWV�DQG�UHFHLYHG��������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�

7KH�IDLU�YDOXHV�RI�WKH�ZDUUDQWV�RXWVWDQGLQJ�DV�RI�'HFHPEHU����������DQG������ZHUH�GHWHUPLQHG�EDVHG�RQ�WKH�%LQRPLQDO�RSWLRQ�SULFLQJ
PRGHO��XVLQJ�WKH�IROORZLQJ�NH\�DVVXPSWLRQV�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
([SHFWHG�GLYLGHQG
\LHOG � ��� � ���
5LVN�IUHH�LQWHUHVW�UDWH � ������ � ������
7LPH�WR�PDWXULW\��LQ
\HDUV� � ����� � �����
([SHFWHG�YRODWLOLW\ � ������ � ������
)DLU�YDOXH�RI
XQGHUO\LQJ�FRPPRQ
VKDUHV��SHU�VKDUH� � ������� � �������

&KDQJHV�LQ�WKH�PDQDJHPHQW¶V�HVWLPDWHV�DQG�DVVXPSWLRQV�UHJDUGLQJ�WKH�H[SHFWHG�YRODWLOLW\�DQG�YDOXDWLRQ�RI�&RPSDQ\¶V�FRPPRQ�VWRFN
FRXOG�VLJQLILFDQWO\�LPSDFW� WKH�HVWLPDWHG�IDLU�YDOXHV�RI� WKH�ZDUUDQWV�GHWHUPLQHG�XQGHU� WKH�%LQRPLQDO�RSWLRQ�SULFLQJ�PRGHO�DQG��DV�D
UHVXOW��WKH�QHW�LQFRPH�DQG�WKH�QHW�LQFRPH�DWWULEXWDEOH�WR�WKH�&RPSDQ\¶V�VWRFNKROGHUV�

&KDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������LV�VHW�IRUWK�EHORZ�

� � � � � ,QFUHDVH��GHFUHDVH� � � � � � � � � � �
� � )DLU�YDOXH � � LQ�IDLU�YDOXH � � )DLU�YDOXH�DW � � )DLU�YDOXH�DW � � )DLU�YDOXH �
� � DW�-DQXDU\ � � IRU�WKH�\HDU�HQGHG � � GDWH�RI�ZDUUDQWV � � GDWH�RI�1RWHV � � DW�'HFHPEHU �
� � ������� � � 'HFHPEHU��������� � � H[HUFLVH � � FRQYHUVLRQ � � �������� �
� � � � � � � � � � � � � � � �
(PEHGGHG
FRQYHUVLRQ
RSWLRQ�LQ�WKH
1RWHV � ����������� � ������������ � ��� � ������������ � ������������
:DUUDQWV
LVVXHG�WR
,QYHVWRUV � ���������� � ���������� � �� � �� � �����������
:DUUDQWV
LVVXHG�WR
SODFHPHQW
DJHQW � �������� � �������� � �� � �� � ��������
����
:DUUDQWV � �������� � ���������� � ����������� � �� � ��
/RVV�XSRQ
LVVXDQFH�RI
WKH�1RWHV
�VHH�1RWH����� �� � �������� � �� � �� � ��
�������7RWDO � ������������ � ������������ � ������������ � ������������ � ������������
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� � � � � ,QFUHDVH��GHFUHDVH� � � � � � � � � � �
� � )DLU�YDOXH � � LQ�IDLU�YDOXH � � )DLU�YDOXH�DW � � )DLU�YDOXH�DW � � )DLU�YDOXH �
� � DW�-DQXDU\ � � IRU�WKH�\HDU�HQGHG � � GDWH�RI�ZDUUDQWV � � GDWH�RI�1RWHV � � DW�'HFHPEHU�
� � ������� � � 'HFHPEHU��������� � � H[HUFLVH � � FRQYHUVLRQ � � �������� �
� � � � � � � � � � � � � � � �
(PEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH
1RWHV ������������� � ����������� � ��� � ������������ � ������������
:DUUDQWV�LVVXHG�WR�,QYHVWRUV � ����������� � ���������� � ����������� � �� � �����������
:DUUDQWV�LVVXHG�WR�SODFHPHQW�DJHQW � �������� � ��������� � ��������� � �� � ��
�������7RWDO ������������� � ����������� � ������������ � ������������ � ������������
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� � � � � ,QFUHDVH��GHFUHDVH� � � � � � � � � � �
� � )DLU�YDOXH � � LQ�IDLU�YDOXH � � )DLU�YDOXH�DW � � )DLU�YDOXH�DW � � )DLU�YDOXH �
� � DW�-DQXDU\ � � IRU�WKH�\HDU�HQGHG � � GDWH�RI�ZDUUDQWV � � GDWH�RI�1RWHV � � DW�'HFHPEHU �
� � ������� � � 'HFHPEHU��������� � � H[HUFLVH � � FRQYHUVLRQ � � �������� �
� � � � � � � � � � � � � � � �
(PEHGGHG
FRQYHUVLRQ
RSWLRQ�LQ�WKH
1RWHV

� ������������ � ������������ � ��� � ������������ � ���

:DUUDQWV
LVVXHG�WR
,QYHVWRUV

� ����������� � ����������� � �� � �� � ����������

���������������������
���������������������
�����7RWDO

� ������������ � ������������� � ��� � ������������ � �����������

2SWLRQV

(IIHFWLYH�0D\����������WKH�%RDUG�RI�'LUHFWRUV�DGRSWHG�WKH�&KLQD�%LRORJLF�3URGXFWV��,QF�������(TXLW\�,QFHQWLYH�3ODQ��RU�WKH������3ODQ�
7KH������3ODQ�SURYLGHV�IRU�JUDQWV�RI�VWRFN�RSWLRQV��VWRFN�DSSUHFLDWLRQ�ULJKWV��SHUIRUPDQFH�XQLWV��UHVWULFWHG�VWRFN��UHVWULFWHG�VWRFN�XQLWV
DQG�SHUIRUPDQFH�VKDUHV��$�WRWDO�RI� ILYH�PLOOLRQ�������������VKDUHV�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�PD\�EH� LVVXHG�SXUVXDQW� WR� WKH
�����3ODQ��7KH�H[HUFLVH�SULFH�SHU�VKDUH�IRU�WKH�VKDUHV�WR�EH�LVVXHG�SXUVXDQW�WR�DQ�H[HUFLVH�RI�D�VWRFN�RSWLRQ�ZLOO�EH�QR�OHVV�WKDQ�WKH�IDLU
PDUNHW�YDOXH�SHU�VKDUH�RQ�WKH�JUDQW�GDWH��H[FHSW�WKDW��LQ�WKH�FDVH�RI�DQ�LQFHQWLYH�VWRFN�RSWLRQ�JUDQWHG�WR�D�SHUVRQ�ZKR�KROGV�PRUH�WKDQ
����RI�WKH�WRWDO�FRPELQHG�YRWLQJ�SRZHU�RI�DOO�FODVVHV�RI�WKH�&RPSDQ\¶V�VWRFN�RU�DQ\�RI�LWV�VXEVLGLDULHV��WKH�H[HUFLVH�SULFH�ZLOO�EH�QR
OHVV� WKDQ������RI� WKH� IDLU�PDUNHW�YDOXH�SHU� VKDUH�RQ� WKH�JUDQW�GDWH��1R�PRUH� WKDQ� DQ� DJJUHJDWH�RI��������� VKDUHV� �RU� IRU� DZDUGV
GHQRPLQDWHG�LQ�FDVK��WKH�IDLU�PDUNHW�YDOXH�RI�����������VKDUHV�RQ�WKH�JUDQW�GDWH��PD\�EH�VXEMHFW�WR�DZDUGV�XQGHU�WKH������3ODQ�WR�DQ\
LQGLYLGXDO�SDUWLFLSDQW�LQ�DQ\�RQH�ILVFDO�\HDU��1R�DZDUGV�PD\�EH�JUDQWHG�XQGHU�WKH������3ODQ�DIWHU�0D\����������H[FHSW�WKDW�DQ\�DZDUG
JUDQWHG�EHIRUH�WKHQ�PD\�H[WHQG�EH\RQG�WKDW�GDWH�

2Q�0D\����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�FHUWDLQ�GLUHFWRUV�DQG�HPSOR\HHV�IRU�WKH�SXUFKDVH�RI���������VKDUHV�RI�WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI�������WKDW�YHVW�LPPHGLDWHO\��7KHVH�RSWLRQV�H[SLUH�RQ�-XQH���������

2Q� -XO\� ���� ������ WKH�%RDUG� RI�'LUHFWRUV� JUDQWHG� RSWLRQV� WR� WKUHH� LQGHSHQGHQW� GLUHFWRUV� IRU� WKH� SXUFKDVH� RI� ������� VKDUHV� RI� WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI��������RI�ZKLFK��������VKDUHV�YHVWHG�RQ�-DQXDU\����������DQG�WKH�UHPDLQLQJ�������
VKDUHV�YHVWHG�RQ�-XO\�����������7KHVH�RSWLRQV�H[SLUH�RQ�-XO\����������

2Q� -DQXDU\���������� WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV� WR�RQH�HPSOR\HH� IRU� WKH�SXUFKDVH�RI�������� VKDUHV�RI� WKH�&RPSDQ\¶V
FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI��������WKDW�YHVWHG�LPPHGLDWHO\��7KHVH�RSWLRQV�H[SLUH�RQ�-DQXDU\���������

2Q�)HEUXDU\����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�D�QHZO\�DSSRLQWHG�GLUHFWRU�IRU�WKH�SXUFKDVH�RI��������VKDUHV�RI�WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������RI�ZKLFK��������VKDUHV�YHVWHG�RQ�$XJXVW���������DQG�WKH�UHPDLQLQJ�������
VKDUHV�YHVWHG�RQ�)HEUXDU\����������7KHVH�RSWLRQV�H[SLUH�RQ�)HEUXDU\���������

2Q�-XO\�����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�IRXU�GLUHFWRUV�DQG�FHUWDLQ�HPSOR\HHV�IRU�WKH�SXUFKDVH�RI���������VKDUHV
DQG� �������� VKDUHV� RI� WKH�&RPSDQ\¶V� FRPPRQ� VWRFN� DW� DQ� H[HUFLVH� SULFH� RI� �������� UHVSHFWLYHO\��7KHVH� RSWLRQV� YHVW� LQ� ��� HTXDO
TXDUWHUV�ZLWK�DQ�LQLWLDO�YHVWLQJ�GDWH�RI�2FWREHU�����������7KHVH�RSWLRQV�H[SLUH�RQ�-XO\����������

2Q� -DQXDU\� ��� ������ WKH�%RDUG�RI�'LUHFWRUV� JUDQWHG�RSWLRQV� WR� HDFK�RI� WKH� WKUHH� LQGHSHQGHQW� GLUHFWRUV� IRU� WKH� SXUFKDVH� RI� ������
VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������7KHVH�RSWLRQV�YHVW�LQ�IRXU�HTXDO�TXDUWHUV�RYHU�WZHOYH�PRQWKV
ZLWK�DQ�LQLWLDO�YHVWLQJ�GDWH�RI�$SULO����������7KHVH�RSWLRQV�H[SLUH�RQ�-DQXDU\���������

2Q�)HEUXDU\���������� WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV� WR� WKH�&RPSDQ\¶V�SUHVLGHQW� IRU� WKH�SXUFKDVH�RI�������� VKDUHV�RI� WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������7KHVH�RSWLRQV�YHVW�LQ�IRXU�HTXDO�TXDUWHUV�RYHU�WZHOYH�PRQWKV�ZLWK�DQ�LQLWLDO
YHVWLQJ�GDWH�RI�0D\����������7KHVH�RSWLRQV�H[SLUH�RQ�)HEUXDU\���������

2Q�)HEUXDU\�����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�HDFK�RI�WKH�WZR�QHZ�GLUHFWRUV�IRU�WKH�SXUFKDVH�RI��������VKDUHV�RI�WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������RI�ZKLFK��������VKDUHV�YHVWHG�RQ�$XJXVW����������DQG�WKH�UHPDLQLQJ�������
VKDUHV�YHVWHG�RQ�)HEUXDU\�����������7KHVH�RSWLRQV�H[SLUH�RQ�)HEUXDU\����������

2Q�2FWREHU���������� WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV� WR�D�QHZO\�DSSRLQWHG�GLUHFWRU�IRU� WKH�SXUFKDVH�RI��������VKDUHV�RI� WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI��������RI�ZKLFK��������VKDUHV�YHVW�RQ�$SULO���������DQG�WKH�UHPDLQLQJ��������VKDUHV
YHVW�RQ�2FWREHU����������7KHVH�RSWLRQV�H[SLUH�RQ�2FWREHU���������

7KH�IDLU�YDOXH�RI�HDFK�RSWLRQ�JUDQWHG�RQ�0D\����������-XO\�����������-DQXDU\����������)HEUXDU\����������-XO\�����������-DQXDU\���
������)HEUXDU\����������)HEUXDU\����������DQG�2FWREHU���������DUH�HVWLPDWHG�RQ�WKH�UHVSHFWLYH�GDWHV�RI�JUDQW�XVLQJ�WKH�%ODFN�6FKROHV
RSWLRQ�SULFLQJ�PRGHO�ZLWK�WKH�IROORZLQJ�PDMRU�DVVXPSWLRQV�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



)���
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*UDQWHG�RQ � 0D\��� � � -XO\���� � � -DQXDU\��� � � )HEUXDU\ � � -XO\���� � � -DQXDU\��� � � )HEUXDU\��� � � )HEUXDU\���� � � 2FWREHU��� �
� � ���� � � ���� � � ���� � � ������� � � ���� � � ���� � � ���� � � ���� � � ���� �
([SHFWHG

GLYLGHQG
\LHOG � ��� � ��� � ��� � ��� � ��� � ��� � ��� � ��� � ���

5LVN�IUHH
LQWHUHVW
UDWH � ������ � ������ � ������ � ������ � ������ � ������ � ������ � ������ � ������

([SHFWHG�WHUP
�LQ�\HDUV� � �� � �� � �� � �� � ���� � �� � �� � �� � ��

([SHFWHG
YRODWLOLW\ � ������ � ������ � ������� � ������� � ������� � ������ � ������ � ������ � ������

7KH�YRODWLOLW\�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�ZDV�HVWLPDWHG�E\�PDQDJHPHQW�EDVHG�RQ� WKH�KLVWRULFDO�YRODWLOLW\�RI� WKH�&RPSDQ\¶V
FRPPRQ�VWRFN��7KH�ULVN�IUHH�LQWHUHVW�UDWH�ZDV�EDVHG�RQ�7UHDVXU\�&RQVWDQW�0DWXULW\�5DWHV�SXEOLVKHG�E\�WKH�8�6��)HGHUDO�5HVHUYH�IRU
SHULRGV� DSSOLFDEOH� WR� WKH� HVWLPDWHG� WHUP� RI� WKH� RSWLRQV�� 7KH� H[SHFWHG� GLYLGHQG� \LHOG� ZDV� EDVHG� RQ� WKH� &RPSDQ\¶V� FXUUHQW� DQG
H[SHFWHG�GLYLGHQG�SROLF\��&KDQJHV�LQ�WKH�PDQDJHPHQW¶V�HVWLPDWHV�DQG�DVVXPSWLRQV�UHJDUGLQJ�WKH�H[SHFWHG�YRODWLOLW\�DQG�YDOXDWLRQ�RI
WKH� &RPSDQ\¶V� FRPPRQ� VWRFN� FRXOG� VLJQLILFDQWO\� LPSDFW� WKH� HVWLPDWHG� IDLU� YDOXHV� RI� WKH� VKDUH� RSWLRQV� GHWHUPLQHG� XQGHU� WKH
%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO�DQG��DV�D�UHVXOW��WKH�QHW�LQFRPH�DQG�WKH�QHW�LQFRPH�DWWULEXWDEOH�WR�WKH�&RPSDQ\¶V�VWRFNKROGHUV�
7KH�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�RSWLRQV�JUDQWHG�ZDV�������DQG��������GXULQJ������DQG�������UHVSHFWLYHO\��7KH�WRWDO
LQWULQVLF�YDOXH�RI�RSWLRQV�H[HUFLVHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������ZDV��������������������DQG����������
UHVSHFWLYHO\�� )RU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ WKH� &RPSDQ\� UHFRUGHG� VWRFN� FRPSHQVDWLRQ� H[SHQVH� RI
�����������������������DQG����������UHVSHFWLYHO\��LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV��$V�RI�'HFHPEHU�����������DSSUR[LPDWHO\
�����������RI�VWRFN�FRPSHQVDWLRQ�H[SHQVH�ZLWK�UHVSHFW�WR�QRQ�YHVWHG�VWRFN�EDVHG�DZDUGV�LV�WR�EH�UHFRJQL]HG�RYHU�DSSUR[LPDWHO\����
\HDUV��7KH�RSWLRQV�DFWLYLW\�LV�DV�IROORZV�

� � � � � :HLJKWHG � � $YHUDJH � � � �
� � 2SWLRQV � � $YHUDJH([HUFLVH � � 5HPDLQLQJ � � $JJUHJDWH �

� � 2XWVWDQGLQJ � � 3ULFH � � &RQWUDFWXDO/LIH � � ,QWULQVLF9DOXH
�

� � � � � � � � � � � � �
-DQXDU\�������� � �������� � ������ � ����� � �����������
�������������������*UDQWHG � ���������� � ������ � ����� � � �
�������������������([HUFLVHG���FDVK � �������� � ����� � ����� � � �
�������������������([HUFLVHG���FDVKOHVV � �������� � ����� � ����� � � �
'HFHPEHU��������� � ���������� � ������ � ����� � ������������
�������������������*UDQWHG � �������� � ������ � ����� � � �
�������������������([HUFLVHG � �������� � ����� � ����� � � �
�������������������)RUIHLWHG � �������� � ������ � ����� � � �
'HFHPEHU��������� � ���������� � ����� � ����� � ����������
9HVWHG�DQG�H[SHFWHG�WR�YHVW � ���������� � ����� � ����� � ����������
([HUFLVDEOH � ���������� � ����� � ����� � ����������

'XULQJ� WKH� \HDU� HQGHG�'HFHPEHU� ���� ������ D� KROGHU� RI� WKH� VKDUH� RSWLRQV� H[HFXWHG� FDVKOHVV� H[HUFLVH� RI� ������� VKDUH� RSWLRQV� DQG
UHFHLYHG��������VKDUHV�RI�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\�

127(����±�,17(5(67�(;3(16(��,1&20(�

,QWHUHVW�H[SHQVH��LQFRPH���QHW�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������FRPSULVHG�DV�IROORZLQJ�

,QWHUHVW�H[SHQVH��LQFRPH���QHW

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
�����������������������,QWHUHVW�H[SHQVH�±�EDQN�ORDQV � ��������� � ��������� � �����������
�����������������������,QWHUHVW�H[SHQVH�±�QRQFRQWUROOLQJ�LQWHUHVW
KROGHU � �� � �� � ����������
�����������������������,QWHUHVW�H[SHQVH�±�SRWHQWLDO�LQYHVWRUV � �������� � �������� � ����������
�����������������������,QWHUHVW�H[SHQVH�±�1RWHV � ���������� � ���������� � ��������
�����������������������,QWHUHVW�H[SHQVH�±�RWKHU � ������� � �������� � ��
�����������������������,QWHUHVW�LQFRPH � ����������� � ��������� � ���������
7RWDO � ����������� � ����������� � �����������

127(����±�67$78725<�5(6(59(6
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7KH�&RPSDQ\¶V�35&�VXEVLGLDULHV�DUH�UHTXLUHG�WR�DOORFDWH�DW�OHDVW�����RI�LWV�DIWHU�WD[�SURILWV�DV�GHWHUPLQHG�XQGHU�JHQHUDOO\�DFFHSWHG
DFFRXQWLQJ�SULQFLSDO�LQ�WKH�35&�WR�LWV�VWDWXWRU\�VXUSOXV�UHVHUYH�XQWLO�WKH�UHVHUYH�EDODQFH�UHDFKHV�����RI�UHVSHFWLYH�UHJLVWHUHG�FDSLWDO�
7KH�DFFXPXODWHG�EDODQFH�RI�WKH�VWDWXWRU\�UHVHUYH�DV�RI�'HFHPEHU����������DQG������ZDV�������������DQG��������������UHVSHFWLYHO\�
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127(����±�%86,1(66�&20%,1$7,21

$V�GLVFORVHG�XQGHU�1RWH����RQ�6HSWHPEHU�����������WKH�&RPSDQ\�HQWHUHG�LQWR�DQ�HTXLW\�SXUFKDVH�DJUHHPHQW�ZLWK�'DOLQ�DQG�FHUWDLQ
HTXLW\� RZQHUV� RI� 'DOLQ� �³(TXLW\� 2ZQHUV� RI� 'DOLQ´��� WR� SXUFKDVH� ���� HTXLW\� LQWHUHVW� LQ� 'DOLQ�� IRU� FDVK� FRQVLGHUDWLRQ� RI
50%������������ �DSSUR[LPDWHO\� ������PLOOLRQ�� �³&RQVLGHUDWLRQ´��� SD\DEOH� LQ� IRXU� LQVWDOOPHQWV��'DOLQ� LQ� WXUQV� KHOG� D� ����HTXLW\
LQWHUHVW�LQ�4LDQIHQJ�DQG�VXEVHTXHQWO\�UHQDPHG�DV�*XL]KRX�7DLEDQJ�RQ�'HFHPEHU�����������3XUVXDQW�WR�WKH�HTXLW\�SXUFKDVH�DJUHHPHQW
�L��LI�WKH�&RPSDQ\�SD\V�50%��������������DSSUR[LPDWHO\�������PLOOLRQ���UHSUHVHQWLQJ�����RI�WKH�&RQVLGHUDWLRQ��RQ�RU�EHIRUH�$SULO
���������WKH�&RPSDQ\�ZLOO�EH�HQWLWOHG�WR�VKDUH�'DOLQ¶V�SRUWLRQ�RI�WKH�SURILW�JHQHUDWHG�E\�4LDQIHQJ�VWDUWLQJ�IURP�-DQXDU\����������DQG
�LL��LI�WKH�&RPSDQ\�IDLOV�WR�SD\�50%������������RQ�RU�EHIRUH�$SULO����������WKH�SURILW�JHQHUDWHG�E\�4LDQIHQJ�IURP�-DQXDU\��������
XQWLO� WKH�GD\�RI�SD\PHQW�RI�50%������������ZLOO�EH� VKDUHG�E\� WKH�&RPSDQ\�DQG� WKH�(TXLW\�2ZQHUV�RI�'DOLQ�RQ�D�SURSRUWLRQDWH
EDVLV�� ,Q�DGGLWLRQ�� WKH� ILQDO� LQVWDOOPHQW�� UHSUHVHQWLQJ� WKH�����RI� WKH�&RQVLGHUDWLRQ��VKRXOG�EH�SDLG�RQ�RU�EHIRUH�$SULO���������ZLWK
LQWHUHVW�DFFUXLQJ�DW�������SHU�DQQXP�

7KH�&RPSDQ\� LQLWLDWHG�SD\PHQW�RI� WKH� WKLUG� LQVWDOOPHQW�RI� WKH�&RQVLGHUDWLRQ�RQ�$SULO���������� LQ�DFFRUGDQFH�ZLWK� WKH� LQVWUXFWLRQV
SURYLGHG� E\�(TXLW\�2ZQHUV� RI�'DOLQ��ZKLFK�ZDV� VXEVHTXHQWO\� SDLG� RQ�$SULO� �� DQG�$SULO� ���� ������7KH� SD\PHQW�ZDV� GHHPHG� E\
(TXLW\�2ZQHUV�RI�'DOLQ�WR�KDYH�IXOILOOHG�WKH�&RPSDQ\¶V�REOLJDWLRQV�XQGHU�WKH�HTXLW\�SXUFKDVH�DJUHHPHQW��$V�D�UHVXOW��WKH�&RPSDQ\
ZDV�HQWLWOHG�WR�DOO�WKH�ULJKWV�DQG�SULYLOHJHV�RI�D�����VKDUHKROGHU�LQ�'DOLQ��LQFOXGLQJ�WKH�ULJKW�WR�UHFHLYH�LWV�SUR�UDWD�VKDUH�RI�WKH�SURILWV
JHQHUDWHG�E\�'DOLQ¶V�����RZQHG�VXEVLGLDU\��4LDQIHQJ��VLQFH�-DQXDU\�������$V�GLVFORVHG�LQ�QRWH�����WKH�&RPSDQ\¶V�HIIHFWLYH�HTXLW\
LQWHUHVW�LQ�4LDQIHQJ�LV�VXEMHFW�WR�D�SRVVLEOH�GLOXWLRQ�WR�DV�ORZ�DV��������LI�SRWHQWLDO�LQYHVWRUV�RI�4LDQIHQJ�SUHYDLO�LQ�D�ODZVXLW�WR�REWDLQ
DGGLWLRQDO�HTXLW\�LQWHUHVWV�LQ�4LDQIHQJ��RU�WR���������LI�WKH�&RPSDQ\�GHFLGHV�WR�UDWLI\�D�GLVVHQWLQJ�4LDQIHQJ�VKDUHKROGHU¶V�UHTXHVW�WR
UHJLVWHU� LWV� DGGLWLRQDO� FDSLWDO� LQIXVLRQ�� 7KH� &RPSDQ\� SDLG� D� VXEVWDQWLDO� SRUWLRQ� RI� WKH� ILQDO� LQVWDOOPHQW�� UHSUHVHQWLQJ� ���� RI� WKH
&RQVLGHUDWLRQ��RQ�$SULO���������

$FFRUGLQJ�WR�WKH�HTXLW\�SXUFKDVH�DJUHHPHQW��DV�DPHQGHG��WKH�&RPSDQ\�FDQ�H[HUFLVH�LWV�VKDUHKROGHU¶V�ULJKWV��DV�ZHOO�DV�WR�WDNH�FRQWURO
RYHU�DOO� WKH�FRUSRUDWH� VHDOV�DQG� OLFHQVH�RI�'DOLQ�XSRQ� WKH�SD\PHQW�RI� WKH� VHFRQG� LQVWDOOPHQW��ZKLFK�ZDV�SDLG�E\� WKH�&RPSDQ\�RQ
'HFHPEHU�����������+RZHYHU��'DOLQ¶V�UHODWHG�YRWLQJ�SRZHU�RYHU�LWV�VXEVLGLDU\��4LDQIHQJ��ZDV�QRW�WUDQVIHUUHG�WR�WKH�&RPSDQ\�XQWLO
WKH�&RPSDQ\¶V�QRPLQHHV�JDLQHG�FRQWURO�RI�WKH�ERDUG�RI�GLUHFWRUV�DQG�WKH�PDQDJHPHQW�SRVLWLRQV�RI�4LDQIHQJ�RQ�-DQXDU\�����������7KH
&RPSDQ\¶V�IRXU�QRPLQHHV�ZHUH�HOHFWHG�WR�4LDQIHQJ¶V�VHYHQ�PHPEHU�%RDUG�RI�'LUHFWRUV�LQ�D�VSHFLDO�PHHWLQJ�RQ�-DQXDU\�����������,Q
DGGLWLRQ��RQ�WKH�VDPH�GDWH��4LDQIHQJ¶V�%RDUG�RI�'LUHFWRUV�HOHFWHG�D�QHZ�PDQDJHPHQW�WHDP�FRQVLVWLQJ�RI�DOO�&RPSDQ\¶V�DSSRLQWHHV�
LQFOXGLQJ�&KLHI�([HFXWLYH�2IILFHU�� ([HFXWLYH� 6HQLRU�9LFH� 3UHVLGHQW��&KLHI� )LQDQFLDO�2IILFHU� DQG�'LUHFWRU� RI� 6DOHV��7KHUHIRUH�� WKH
&RPSDQ\�EHOLHYHV�WKDW�-DQXDU\�����������WKH�GDWH�RQ�ZKLFK�WKH�&RPSDQ\�OHJDOO\�REWDLQHG�FRQWURO��DFTXLUHG�WKH�DVVHWV��DVVXPHG�WKH
OLDELOLWLHV�DQG�EHFDPH�HQWLWOHG�WR�'DOLQ¶V�VKDUH�RI�WKH�SURILW�JHQHUDWHG�E\�4LDQIHQJ��DV�WKH�DFTXLVLWLRQ�GDWH��7KH�UHVXOWV�RI�'DOLQ¶V�DQG
LWV�VXEVLGLDULHV¶�RSHUDWLRQV�IURP�-DQXDU\���������WKURXJK�'HFHPEHU����������DUH�LQFOXGHG�LQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�VWDWHPHQWV
RI�FRPSUHKHQVLYH�LQFRPH�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�IDLU�YDOXH�RI�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DW�WKH�GDWH�RI�DFTXLVLWLRQ�

&RQVLGHUDWLRQV� � � �
&DVK�FRQVLGHUDWLRQ�SD\DEOH�E\�WKH�&RPSDQ\ � ������������
)DLU�YDOXH�RI�QRQFRQWUROOLQJ�LQWHUHVW � �����������
� � ������������
� � � �
&XUUHQW�DVVHWV � ������������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW � ����������
,QWDQJLEOHV � � �
�����3ODVPD�FROOHFWLRQ�SHUPLWV � �����������
�����/DQG�XVH�ULJKWV � ����������
�����/RQJ�WHUP�FXVWRPHU�UHODWLRQVKLS � ����������
�����*03�&HUWLILFDWH � ����������
�����6RIWZDUH � ������
2WKHU�QRQ�FXUUHQW�DVVHWV � ����������
���7RWDO�DVVHWV � �����������
7RWDO�OLDELOLWLHV � ������������
'HIHUUHG�WD[�OLDELOLWLHV � �����������
���������������7RWDO�LGHQWLILDEOH�QHW�DVVHWV�DFTXLUHG � �����������
*RRGZLOO � �����������
7RWDO � ������������

)���
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7KH�IDLU�YDOXHV�RI�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�ZHUH�GHWHUPLQHG�E\�PDQDJHPHQW�ZLWK�WKH�DVVLVWDQFH�RI�DQ�LQGHSHQGHQW
DSSUDLVDO�� 7KH� IDLU� YDOXHV� RI� WKH� DVVHWV� DFTXLUHG�� OLDELOLWLHV� DVVXPHG� DQG� QRQFRQWUROOLQJ� LQWHUHVW� ZHUH� SULPDULO\� HVWLPDWHG� XVLQJ� D
FRPELQDWLRQ�RI�LQFRPH�DSSURDFK��FRVW�DSSURDFK�DQG�PDUNHW�DSSURDFK�YDOXDWLRQ�WHFKQLTXHV��$�JRRGZLOO�RI�������PLOOLRQ��UHSUHVHQWLQJ
WKH�H[FHVV�RI�WKH�FRQVLGHUDWLRQ�DQG�IDLU�YDOXH�RI�QRQFRQWUROOLQJ�LQWHUHVW�RYHU�WKH�IDLU�YDOXHV�DVVLJQHG�WR�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV
DVVXPHG��ZDV�UHFRJQL]HG�DW�WKH�DFTXLVLWLRQ�GDWH��7KH�JRRGZLOO�LV�PDLQO\�IRU�WKH�V\QHUJLHV�DQG�FRVW�UHGXFWLRQ�H[SHFWHG�WR�EH�DFKLHYHG�
7KH�DFTXLUHG�JRRGZLOO� LV�QRW�GHGXFWLEOH�IRU� WD[�SXUSRVHV��7KH�WUDQVDFWLRQ�FRVWV�RI� WKH�DFTXLVLWLRQ�ZHUH�QRW�PDWHULDO��DQG�KDYH�EHHQ
UHFRUGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�

127(����±�)$,5�9$/8(�0($685(0(176

0DQDJHPHQW�XVHG�WKH�IROORZLQJ�PHWKRGV�DQG�DVVXPSWLRQV�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�ILQDQFLDO�LQVWUXPHQWV�DW�WKH�UHOHYDQW�EDODQFH
VKHHW�GDWHV�

6KRUW�WHUP�ILQDQFLDO�LQVWUXPHQWV��LQFOXGLQJ�DFFRXQWV�UHFHLYDEOHV��RWKHU�UHFHLYDEOHV��VKRUW�WHUP�ORDQV��DFFRXQWV�SD\DEOH��RWKHU
SD\DEOHV� DQG� DFFUXHG� H[SHQVHV�� DFFUXHG� LQWHUHVW�� DQG� DPRXQWV� GXH� WR� UHODWHG� SDUWLHV�� ±� 7KH� FDUU\LQJ� DPRXQWV� RI� WKH
VKRUW�WHUP�ILQDQFLDO�LQVWUXPHQWV�DSSUR[LPDWH�WKHLU�IDLU�YDOXHV�EHFDXVH�RI�WKH�VKRUW�PDWXULW\�RI�WKHVH�LQVWUXPHQWV�

/RQJ�WHUP�RWKHU�SD\DEOH�±�7KH�IDLU�YDOXH�RI�WKH�&RPSDQ\¶V�ORQJ�WHUP�RWKHU�SD\DEOH�LV�HVWLPDWHG�E\�GLVFRXQWLQJ�IXWXUH�FDVK
IORZV�XVLQJ�FXUUHQW�PDUNHW� LQWHUHVW� UDWHV�RIIHUHG� WR� WKH�&RPSDQ\�DQG� LWV�VXEVLGLDULHV� IRU�GHEWV�ZLWK�VXEVWDQWLDOO\� WKH�VDPH
FKDUDFWHULVWLFV�DQG�PDWXULWLHV��7KH�FDUU\LQJ�DPRXQWV�RI�WKH�ORQJ�WHUP�SD\DEOH�DSSUR[LPDWH�WKHLU�IDLU�YDOXHV�

'HULYDWLYH� OLDELOLWLHV� �WKH� HPEHGGHG� FRQYHUVLRQ� RSWLRQ� LQ� WKH� 1RWHV� DQG� :DUUDQWV�� ±� 7KH� HVWLPDWHG� IDLU� YDOXHV� ZHUH
GHWHUPLQHG�E\�XVLQJ�%LQRPLQDO�2SWLRQ�3ULFLQJ�0RGHO�ZLWK�/HYHO���LQSXWV��7KH�IROORZLQJ�WDEOH�VHWV�IRUWK��E\�OHYHO�ZLWKLQ�WKH
IDLU� YDOXH� KLHUDUFK\�� WKH� &RPSDQ\¶V� ILQDQFLDO� LQVWUXPHQWV� WKDW� ZHUH� PHDVXUHG� DW� IDLU� YDOXH� RQ� D� UHFXUULQJ� EDVLV� DV� RI
'HFHPEHU����������DQG������

x�

x�

x�

� � � � � )DLU�9DOXH�0HDVXUHPHQWV�8VLQJ� �
� � � � � 4XRWHG�3ULFHV � � � � � � �
� � � � � LQ�$FWLYH�0DUNHWV � � 6LJQLILFDQW � � � �
� � � � � IRU�,GHQWLFDO � � 2WKHU � � 6LJQLILFDQW �
� � � � � )LQDQFLDO�$VVHWV � � 2EVHUYDEOH � � 8QREVHUYDEOH �
� � � � � DQG�/LDELOLWLHV � � ,QSXWV � � ,QSXWV �
'HFHPEHU��������� � 7RWDO � � /HYHO�� � � /HYHO�� � � /HYHO�� �
/LDELOLWLHV�DW�IDLU�YDOXH� � � � � � � � � � � � �
'HULYDWLYH�OLDELOLWLHV²�:DUUDQWV � ����������� � �� � ���������� � ��
� � � � � � � � � � � � �
'HFHPEHU��������� � 7RWDO � � /HYHO�� � � /HYHO�� � � /HYHO�� �
/LDELOLWLHV�DW�IDLU�YDOXH� � � � � � � � � � � � �
'HULYDWLYH�OLDELOLWLHV²HPEHGGHG�FRQYHUVLRQ
RSWLRQ�LQ�WKH�1RWHV � ������������ � ��� � ������������ � ����������������������

'HULYDWLYH�OLDELOLWLHV²:DUUDQWV � ����������� � �� � ����������� � ��
127(����±�6$/(6

7KH�&RPSDQ\¶V�VDOHV�DUH�SULPDULO\�GHULYHG� IURP�WKH�PDQXIDFWXUH�DQG�VDOH�RI�+XPDQ�$OEXPLQ�DQG� ,PPXQRJOREXOLQ�SURGXFWV��7KH
&RPSDQ\¶V�VDOHV�E\�VLJQLILFDQW�W\SHV�RI�SURGXFW�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������DUH�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
+XPDQ�$OEXPLQ � ������������ � ������������ � ������������
,PPXQRJOREXOLQ�SURGXFWV� � � � � � � � � �
�����������+XPDQ�+HSDWLWLV�%�,PPXQRJOREXOLQ � ���������� � ����������� � ����������
�����������+XPDQ�,PPXQRJOREXOLQ�IRU�,QWUDYHQRXV�,QMHFWLRQ� ����������� � ����������� � �����������
�����������+XPDQ�5DELHV�,PPXQRJOREXOLQ � ���������� � ���������� � ����������
�����������+XPDQ�7HWDQXV�,PPXQRJOREXOLQ � ���������� � ���������� � ����������
�����������+XPDQ�,PPXQRJOREXOLQ � �� � ���������� � ����������
2WKHUV � ���������� � ���������� � ����������
7RWDOV � ������������� � ������������� � �������������

)���
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7KH�&RPSDQ\�VHOOV�LWV�KXPDQ�EORRG�SURGXFWV�WR�FXVWRPHUV�LQ�&KLQD�DQG�,QGLD��7KH�DPRXQW�RI�KXPDQ�EORRG�SURGXFWV�VROG�WR�FXVWRPHUV
LQ�,QGLD�ZDV�OHVV�WKDQ�����RI�WRWDO�VDOHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\�

127(����±�&200,70(176�$1'�&217,1*(1&,(6

2SHUDWLQJ�OHDVH�FRPPLWPHQWV

7RWDO�RSHUDWLQJ�OHDVH�FRPPLWPHQWV�IRU�UHQWDO�RI�RIILFHV�DQG�ODQG�XVH�ULJKWV�DQG�EXLOGLQJV�RI� WKH�&RPSDQ\¶V�35&�VXEVLGLDULHV�DV�RI
'HFHPEHU����������LV�DV�IROORZV�

<HDU�HQGLQJ�'HFHPEHU���� � � �
���� � ���������
���� � �������
���� � �������
���� � �������
���� � �������
<HDUV�DIWHU � ��������
7RWDO�PLQLPXP�SD\PHQWV�UHTXLUHG � ���������

)RU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ WRWDO� OHDVH� H[SHQVH� DPRXQWHG� WR� ���������� ��������� DQG� ���������
UHVSHFWLYHO\�

/HJDO�SURFHHGLQJV

%REDL�&RXQW\�&ROOHFWLRQ�6WDWLRQ

,Q� -DQXDU\������� WKH�&RPSDQ\¶V�35&�VXEVLGLDU\��6KDQGRQJ�7DLEDQJ��DGYDQFHG���������� �50%����PLOOLRQ�� WR�)HQJ�/LQ�� WKH����
QRQFRQWUROOLQJ�LQWHUHVW�VKDUHKROGHU�RI�)DQJ�&KHQJ�3ODVPD�&RPSDQ\��DQ�LQGLUHFW�PDMRULW\�RZQHG�VXEVLGLDU\�RI�WKH�&RPSDQ\��IRU�WKH
SXUSRVH� RI� HVWDEOLVKLQJ� RU� DFTXLULQJ� D� SODVPD� FROOHFWLRQ� VWDWLRQ��0U�� /LQ� DQG� 6KDQGRQJ� 7DLEDQJ� LQWHQGHG� WR� HVWDEOLVK� WKH� %REDL
.DQJDQ�3ODVPD�&ROOHFWLRQ�&R���/WG���³%REDL´��LQ�%REDL�&RXQW\��*XDQJ[L��2Q�-DQXDU\�����������6KDQGRQJ�7DLEDQJ�VLJQHG�D�OHWWHU�RI
LQWHQW� WR� DFTXLUH� WKH� DVVHWV� RI� WKH� %REDL� 3ODVPD� &ROOHFWLRQ� 6WDWLRQ�� ZKLFK� ZDV� FR�RZQHG� E\� 0U�� /LQ� DQG� 0U�� .HOLDQJ� +XDQJ�
+RZHYHU��LQ�-DQXDU\�������+XD�/DQ�%LRORJLFDO�(QJLQHHULQJ�&R���/WG���³+XD�/DQ´��ILOHG�VXLW�LQ�WKH�'LVWULFW�&RXUW�RI�+RQJ�4L�'LVWULFW�
;LQ�;LDQJ�&LW\��+HQDQ�3URYLQFH��DOOHJLQJ�WKDW�)HQJ�/LQ��.HOLDQJ�+XDQJ�DQG�6KDQGRQJ�7DLEDQJ�HVWDEOLVKHG�DQG�RU�VRXJKW�WR�RSHUDWH
WKH�%REDL�3ODVPD�&ROOHFWLRQ�6WDWLRQ�XVLQJ�D�SHUPLW�IRU�FROOHFWLQJ�DQG�VXSSO\LQJ�KXPDQ�SODVPD�LQ�%REDL�&RXQW\��WKDW�ZDV�RULJLQDOO\
JUDQWHG�WR�+XD�/DQ�E\�WKH�JRYHUQPHQW�RI�WKH�*XDQJ[L�UHJLRQ��ZLWKRXW�+XD�/DQ¶V�SHUPLVVLRQ��7KH�HVWDEOLVKPHQW�DQG�UHJLVWUDWLRQ�RI
%REDL�ZDV�QHYHU�UHDOL]HG�DV�D�UHVXOW�RI�WKLV�ODZ�VXLW��2Q�-DQXDU\�����������RQ�+XD�/DQ¶V�PRWLRQ��WKH�'LVWULFW�&RXUW�HQWHUHG�DQ�RUGHU�WR
IUHH]H�IXQGV�LQ�WKH�DPRXQW�RI�DSSUR[LPDWHO\�����������50%�����������KHOG�E\�WKH�GHIHQGDQWV�LQ�WKH�FDVH��LQFOXGLQJ�DSSUR[LPDWHO\
���������50%���������LQ�IXQGV�KHOG�LQ�6KDQGRQJ�7DLEDQJ¶V�EDQN�DFFRXQW�LQ�7DL¶DQ�&LW\��$�KHDULQJ�ZDV�KHOG�RQ�-XQH����������DQG
MXGJPHQW� ZDV� HQWHUHG� DJDLQVW� WKH� GHIHQGDQWV� DORQJ� ZLWK� D� ��������� �50%����������� MRLQW� ILQDQFLDO� MXGJPHQW�� 7KH� &RPSDQ\
DSSHDOHG� WKH�'LVWULFW�&RXUW� MXGJPHQW� WR� WKH�;LQ[LDQJ�&LW\� ,QWHUPHGLDWH�&RXUW�� ,Q�1RYHPEHU������� WKH�;LQ[LDQJ�&LW\� ,QWHUPHGLDWH
&RXUW�DIILUPHG�WKH�MXGJPHQW�DJDLQVW�WKH�WKUHH�GHIHQGDQWV�DQG�LQFUHDVHG�WKH�DPRXQW�RI�WKH�MRLQW�ILQDQFLDO�MXGJPHQW�WR�DSSUR[LPDWHO\
����������50%�����������

,Q� -DQXDU\�������+XD�/DQ� HQIRUFHG� WKH� MXGJPHQW�JUDQWHG�E\� WKH�;LQ[LDQJ�&LW\� ,QWHUPHGLDWH�&RXUW� WR� IUHH]H� WKH�&RPSDQ\¶V�EDQN
DFFRXQWV��6KDQGRQJ�7DLEDQJ� ILOHG�D� VHSDUDWH�DFWLRQ�DJDLQVW�+XD�/DQ�EHIRUH� WKH�7DL¶DQ�&LW\�'LVWULFW�&RXUW� WR� VHHN� UHFRYHU\�RI�DQ\
ORVVHV�LQ�FRQQHFWLRQ�ZLWK�+XD�/DQ¶V�FODLP�DQG�WR�UHTXHVW�WKDW�WKH�7DL¶DQ�&LW\�'LVWULFW�&RXUW�SUHVHUYH�+XD�/DQ¶V�SURSHUW\�RU�IUHH]H�XS
WR�DSSUR[LPDWHO\�����������50%���PLOOLRQ��RI�+XD�/DQ¶V�DVVHWV� WR�VHFXUH� WKH�UHWXUQ�RI�VXFK�IXQGV� WR� WKH�&RPSDQ\��7KH�PDWWHU� LV
FXUUHQWO\�SHQGLQJ�EHIRUH�WKH�,QWHUPHGLDWH�&RXUW�RI�7DL¶DQ�&LW\��3HQGLQJ�WKH�RXWFRPH�RI�WKH�SURFHHGLQJV��6KDQGRQJ�7DLEDQJ�LQFUHDVHG
LWV� ORVV� FRQWLQJHQF\� UHVHUYH� GXULQJ� LWV� IRXUWK� TXDUWHU� RI� ����� IURP� DSSUR[LPDWHO\� �������� �50%��������� WR� ��������
�50%����������� WR� FRYHU� LWV� VKDUH� RI� WKH� HQIRUFHPHQW� RI� WKLV� MXGJPHQW�� 'XULQJ� WKH� IRXUWK� TXDUWHU� RI� ������ IXOO� DPRXQW� RI� WKH
MXGJPHQW�� LQFOXGLQJ� )HQJ� /LQ� DQG� .HOLDQJ� +XDQJ¶V� SRUWLRQV� RI� WKH� MXGJPHQW� DQG� WKH� UHODWHG� IHHV�� RI� DSSUR[LPDWHO\� ��������
�50%�����������ZDV�ZLWKGUDZQ�IURP�6KDQGRQJ�7DLEDQJ¶V�DFFRXQW��7KH�&RPSDQ\�UHFRUGHG�)HQJ�/LQ�DQG�.HOLDQJ�+XDQJ¶V�SRUWLRQ
RI�WKH�MXGJPHQW��RI�DSSUR[LPDWHO\�����������50%������������DV�UHFHLYDEOH�DV�D�UHVXOW�RI�WKH�ZLWKGUDZDO��$V�RI�'HFHPEHU����������
WKH�&RPSDQ\�GHWHUPLQHG�WKDW�LW�LV�XQOLNHO\�WKDW�WKH�&RPSDQ\�ZLOO�EH�DEOH�WR�UHFRYHU�VXFK�UHFHLYDEOH�IURP�WKRVH�WZR�LQGLYLGXDOV�DQG
ZURWH�RII�WKH�UHFHLYDEOH�DV�EDG�GHEW�H[SHQVH��,Q�-DQXDU\�������)HQJ�/LQ�WUDQVIHUUHG�KLV�����HTXLW\�LQ�)DQJ�&KHQJ�3ODVPD�&RPSDQ\
DV�D�UHSD\PHQW�IRU�VXFK�UHFHLYDEOH�KH�RZHG�WR�WKH�&RPSDQ\��$V�D�UHVXOW��WKH�&RPSDQ\�LV�QRZ�WKH�LQGLUHFW������RZQHU�RI�WKH�)DQJ
&KHQJ�3ODVPD�&RPSDQ\�

,Q�2FWREHU�������6KDQGRQJ�7DLEDQJ�DSSHDOHG�WR�WKH�+LJK�&RXUW�RI�+HQDQ�3URYLQFH�UHTXHVWLQJ�WKH�FRXUW�WR�UHYHUVH�MXGJPHQWV�IURP�WKH
+RQJ�4L�'LVWULFW�&RXUW�EDVHG�RQ�6KDQGRQJ�7DLEDQJ¶V�EHOLHI� WKDW�+XD�/DQ¶V� LQYROYHPHQW� LQ�%REDL�ZDV� LQ�YLRODWLRQ�RI�35&�%ORRG
3URGXFWV�5HJXODWLRQV�VLQFH�+XD�/DQ�GLG�QRW�LQYHVW��DV�6KDQGRQJ�7DLEDQJ�GLG��LQ�%REDL�DV�UHTXLUHG�E\�WKH�5HJXODWLRQ��7KH�&RPSDQ\�LV
DZDLWLQJ�WKH�MXGJPHQW�RI�WKH�+HQDQ�+LJK�&RXUW�DV�RI�WKH�GDWH�RI�WKLV�UHSRUW��,Q�OLJKW�RI�WKH�IRUHJRLQJ��LW�LV�XQOLNHO\�WKDW�WKH�&RPSDQ\¶V
SODQ�DFTXLVLWLRQ�RI�WKH�DVVHWV�RI�%REDL�ZLOO�JR�IRUZDUG�

)���
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'LVSXWH�DPRQJ�*XL]KRX�7DLEDQJ�6KDUHKROGHUV�RYHU�5DLVLQJ�$GGLWLRQDO�&DSLWDO

2Q�0D\�����������D�����PDMRULW\�RI�*XL]KRX�7DLEDQJ¶V�VKDUHKROGHUV�DSSURYHG�D�SODQ�WR�UDLVH�DGGLWLRQDO�FDSLWDO�IURP�SULYDWH�VWUDWHJLF
LQYHVWRUV�WKURXJK�WKH�LVVXDQFH�RI�DQ�DGGLWLRQDO������������VKDUHV�RI�*XL]KRX�7DLEDQJ�HTXLW\�LQWHUHVWV�DW�50%�����SHU�VKDUH��7KH�SODQ
UHTXLUHG� DOO� H[LVWLQJ�*XL]KRX�7DLEDQJ� VKDUHKROGHUV� WR�ZDLYH� WKHLU� ULJKWV�RI� ILUVW� UHIXVDO� WR� VXEVFULEH� IRU� WKH� DGGLWLRQDO� VKDUHV��7KH
UHPDLQLQJ����PLQRULW\�KROGHU�RI�*XL]KRX�7DLEDQJ¶V�VKDUHV��WKH�*XL]KRX�-LH¶DQ�&RPSDQ\��RU�-LH¶DQ��GLG�QRW�VXSSRUW�WKH�SODQ�DQG�GLG
QRW�DJUHH�WR�ZDLYH�LWV�ULJKW�RI�ILUVW�UHIXVDO��2Q�0D\�����������WKH�PDMRULW\�VKDUHKROGHUV�FDXVHG�*XL]KRX�7DLEDQJ�WR�VLJQ�DQ�(TXLW\
3XUFKDVH� $JUHHPHQW� ZLWK� FHUWDLQ� LQYHVWRUV�� SXUVXDQW� WR� ZKLFK� WKH� LQYHVWRUV� DJUHHG� WR� LQYHVW� DQ� DJJUHJDWH� RI� 50%����������
�DSSUR[LPDWHO\�������������LQ�H[FKDQJH�IRU������������VKDUHV��RU��������RI�*XL]KRX�7DLEDQJ¶V�HTXLW\�LQWHUHVWV��$W�WKH�VDPH�WLPH�
-LH¶DQ�DOVR�VXEVFULEHG�IRU�����������VKDUHV��UHSUHVHQWLQJ�LWV����SUR�UDWD�VKDUH�RI�WKH������������VKDUHV�EHLQJ�RIIHUHG��7KH�SURFHHGV
IURP�DOO�SDUWLHV�ZHUH�UHFHLYHG�E\�*XL]KRX�7DLEDQJ�LQ�DFFRUGDQFH�ZLWK�WKH�DJUHHPHQW�

,Q�-XQH�������-LH¶DQ�EURXJKW�VXLW�LQ�WKH�+LJK�&RXUW�RI�*XL]KRX�SURYLQFH��&KLQD��DJDLQVW�*XL]KRX�7DLEDQJ�DQG�WKH�WKUHH�RWKHU�RULJLQDO
*XL]KRX�7DLEDQJ�VKDUHKROGHUV��DOOHJLQJ�WKH�LOOHJDOLW\�RI�WKH�(TXLW\�3XUFKDVH�$JUHHPHQW��,Q�LWV�FRPSODLQW��-LH¶DQ�DOOHJHG�WKDW�LW�KDG�D
ULJKW�WR�DFTXLUH�WKH�VKDUHV�ZDLYHG�E\�WKH�RULJLQDO�*XL]KRX�7DLEDQJ�VKDUHKROGHUV�DQG�RIIHUHG�WR�WKH�LQYHVWRUV�LQ�FRQQHFWLRQ�ZLWK�WKH
(TXLW\�3XUFKDVH�$JUHHPHQW��2Q�6HSWHPEHU�����������WKH�*XL]KRX�+LJK�&RXUW�UXOHG�DJDLQVW�-LH¶DQ�DQG�VXVWDLQHG�WKH�(TXLW\�3XUFKDVH
$JUHHPHQW��2Q�1RYHPEHU������� -LH¶DQ�DSSHDOHG� WKH�*XL]KRX�+LJK�&RXUW� MXGJPHQW� WR� WKH�3HRSOH¶V�6XSUHPH�&RXUW� LQ�%HLMLQJ��2Q
0D\� ���� ������ WKH� 3HRSOH¶V� 6XSUHPH� &RXUW� VXVWDLQHG� WKH� RULJLQDO� UXOLQJ� DQG� GHQLHG� WKH� ULJKWV� RI� ILUVW� UHIXVDO� RI� -LH¶DQ� RYHU� WKH
DGGLWLRQDO�VKDUHV�ZDLYHG�E\�WKH�RULJLQDO�*XL]KRX�7DLEDQJ¶V�VKDUHKROGHUV��7KH�UHJLVWUDWLRQ�RI�WKH�QHZ�LQYHVWRUV�DV�*XL]KRX�7DLEDQJ¶V
VKDUHKROGHUV�DQG�WKH�UHODWHG�LQFUHDVH�LQ�UHJLVWHUHG�FDSLWDO�RI�*XL]KRX�7DLEDQJ�ZLWK�WKH�$GPLQLVWUDWLRQ�IRU�,QGXVWU\�DQG�&RPPHUFH�DUH
VWLOO� SHQGLQJ�� 2Q� -DQXDU\� ���� ������ WKH� VWUDWHJLF� LQYHVWRUV� EURXJKW� VXLW� LQ� WKH� +LJK� &RXUW� RI� *XL]KRX� 3URYLQFH� DJDLQVW� *XL]KRX
7DLEDQJ� DOOHJLQJ�*XL]KRX�7DLEDQJ¶V� IDLOXUH� WR� UHJLVWHU� WKHLU� HTXLW\� LQWHUHVW� LQ�*XL]KRX�7DLEDQJ�ZLWK� WKH� ORFDO�$GPLQLVWUDWLRQ� IRU
,QGXVWU\�DQG�&RPPHUFH��³$,&´��DQG�UHTXHVWLQJ�WKH�GLVWULEXWLRQ�RI�WKHLU�VKDUH�RI�*XL]KRX�7DLEDQJ¶V�GLYLGHQGV��'DOLQ�ZDV�DOVR�MRLQHG
DV�D�FR�GHIHQGDQW�DV�LW�LV�WKH�PDMRULW\�VKDUHKROGHU�DQG�H[HUFLVHV�FRQWURO�RYHU�*XL]KRX�7DLEDQJ¶V�GD\�WR�GD\�RSHUDWLRQV��7KH�&RPSDQ\
GRHV�QRW�H[SHFW�WKH�VWUDWHJLF�LQYHVWRUV�WR�SUHYDLO�EHFDXVH��XSRQ�HYDOXDWLRQ�RI�WKH�(TXLW\�3XUFKDVH�$JUHHPHQW��WKH�&RPSDQ\�EHOLHYHV
WKDW�WKH�(TXLW\�3XUFKDVH�$JUHHPHQW�LV�YRLG�GXH�WR�FHUWDLQ�LQYDOLG�SUH�FRQGLWLRQV�DQG�WKH�DEVHQFH�RI�VKDUHKROGHU�DXWKRUL]DWLRQ�RI�WKH
LQLWLDO�LQYHVWPHQW��,Q�WKH�HYHQW�WKDW�*XL]KRX�7DLEDQJ�LV�UHTXLUHG�WR�UHWXUQ�WKHLU�RULJLQDO�LQYHVWPHQW�DPRXQW�WR�WKH�VWUDWHJLF�LQYHVWRUV�
*XL]KRX�7DLEDQJ�KDV�VHW�DVLGH�WKH�VWUDWHJLF�LQYHVWRUV¶�LQLWLDO�IXQG�DORQJ�ZLWK�50%������������DSSUR[LPDWHO\�������������LQ�DFFUXHG
LQWHUHVW��DQG�50%���������DSSUR[LPDWHO\����������IRU�WKH����SHQDOW\�LPSRVHG�E\�WKH�DJUHHPHQW�IRU�DQ\�EUHDFK�DV�RI�'HFHPEHU����
������,I�VWUDWHJLF�LQYHVWRUV�SUHYDLO�LQ�WKHLU�VXLW��'DOLQ¶V�LQWHUHVWV�LQ�*XL]KRX�7DLEDQJ�FRXOG�EH�UHGXFHG�WR�DSSUR[LPDWHO\���������7KH
+LJK�&RXUW�RI�*XL]KRX�KHDUG�WKH�FDVH�RQ�$SULO���������DQG�HQFRXUDJHG��DQG�DFFHSWHG�E\�ERWK�SDUWLHV��WR�VHWWOH�WKH�GLVSXWH�RXWVLGH�WKH
FRXUW�EXW�ERWK�SDUWLHV�IDLOHG�WR�UHDFK�D�PXWXDO�DJUHHDEOH�WHUP�

2Q� 2FWREHU� ���� ������ WKH� +LJK� &RXUW� RI� *XL]KRX� UXOHG� LQ� IDYRU� RI� WKH� &RPSDQ\� DQG� GHQLHG� WKH� VWUDWHJLF� LQYHVWRUV¶� ULJKW� DV
VKDUHKROGHUV�RI�*XL]KRX�7DLEDQJ��DV�ZHOO�DV�WKHLU�HQWLWOHPHQW�WR�WKH�GLYLGHQGV��,Q�OLJKW�RI�WKH�*XL]KRX�UXOLQJ��LQ�1RYHPEHU������WKH
&RPSDQ\�UHWXUQHG�WKH�SURFHHGV�LQ�WKH�DPRXQW�RI�50%�������������DSSUR[LPDWHO\�������������WR�RQH�RI�WKH�VWUDWHJLF�LQYHVWRUV��2Q
2FWREHU�����������WKH�RWKHU�VWUDWHJLF�LQYHVWRUV�DSSHDOHG�WR��DQG�VXEVHTXHQWO\�DFFHSWHG�E\��WKH�35&�6XSUHPH�&RXUW�LQ�%HLMLQJ�RQ�WKH
UXOLQJ��2Q�2FWREHU����������WKH�35&�6XSUHPH�&RXUW�RYHUUXOHG�WKH�GHFLVLRQ�RI�WKH�+LJK�&RXUW�RI�*XL]KRX�DQG�UHPDQGHG�WKH�VXLW�WR�WKH
+LJK�&RXUW�RI�*XL]KRX�IRU�UHWULDO��2Q�'HFHPEHU�����������+LJK�&RXUW�RI�*XL]KRX�DFFHSWHG�WKH�FDVH�IRU�UHWULDO��2Q�-DQXDU\���������
WKH�VWUDWHJLF�LQYHVWRUV�UH�ILOHG�WKHLU�FDVH�WR�WKH�+LJK�&RXUW�RI�*XL]KRX�UHTXHVWLQJ��LQ�DGGLWLRQ�WR�WKH�VKDUH�GLVWULEXWLRQ��WKH�GLVWULEXWLRQ
RI� GLYLGHQGV� DQG� LQWHUHVW� LQ� WKH� DPRXQW� RI� 50%� ����������� �DSSUR[LPDWHO\� ������������ DQG� 50%� ���������� �DSSUR[LPDWHO\
�����������UHVSHFWLYHO\��7KH�&RPSDQ\�LV�DZDLWLQJ�WKH�KHDULQJ�DV�RI�WKH�GDWH�RI�WKLV�UHSRUW�

'XULQJ�WKH�VHFRQG�TXDUWHU�RI�������-LH¶DQ�UHTXHVWHG�WKDW�*XL]KRX�7DLEDQJ�UHJLVWHU�LWV�����PLOOLRQ�VKDUHV�RI�DGGLWLRQDO�FDSLWDO�LQIXVLRQ
ZLWK� WKH� ORFDO�$,&�� SXUVXDQW� WR� WKH� (TXLW\� 3XUFKDVH�$JUHHPHQW�� DQG� VXFK� UHTXHVW� ZDV� DSSURYHG� E\� WKH�PDMRULW\� VKDUHKROGHUV� RI
*XL]KRX�7DLEDQJ�LQ�D�VKDUHKROGHUV�PHHWLQJ�KHOG�LQ�WKH�VHFRQG�TXDUWHU�RI�������+RZHYHU��WKH�%RDUG�RI�'LUHFWRUV�RI�WKH�&RPSDQ\�LV
ZLWKKROGLQJ�LWV�UHTXLUHG�UDWLILFDWLRQ�RI�WKH�VKDUHKROGHUV¶�DSSURYDO�RI�-LH¶DQ¶V�UHTXHVW�XQWLO�WKH�RXWFRPH�RI�WKH�RQJRLQJ�OLWLJDWLRQV��,I�WKH
&RPSDQ\�GHFLGHV�WR�UDWLI\�WKH�DSSURYDO��'DOLQ¶V�RZQHUVKLS�LQ�*XL]KRX�7DLEDQJ�ZLOO�EH�GLOXWHG�IURP�����WR��������DQG�-LH¶DQ�PD\
EH�HQWLWOHG�WR�UHFHLYH�LWV�SUR�UDWD�VKDUH�RI�*XL]KRX�7DLEDQJ¶V�SURILWV�IURP�WKH�SULRU�����\HDUV�

*XL]KRX�7DLEDQJ¶V�*XDUDQWHH�WR�D�7KLUG�3DUW\

,Q�������DV�D�FRQGLWLRQ�WR�SXUFKDVH�+XDQJ�3LQJ�3ODVPD�6WDWLRQ��*XL]KRX�7DLEDQJ�HQWHUHG�LQWR�DQ�DJUHHPHQW�ZLWK�*XL]KRX�=KRQJ[LQ
,QYHVWPHQW�&RPSDQ\��RU�=KRQJ[LQ��LQ�ZKLFK�*XL]KRX�7DLEDQJ�DJUHHG�WR�UHSD\�=KRQJ[LQ¶V�GHEW�RXW�RI�*XL]KRX�7DLEDQJ¶V�SD\DEOHV�WR
=KRQJ[LQ�DULVLQJ�IURP�SODVPD�SXUFKDVHG�IURP�=KRQJ[LQ��,Q�WKH�VDPH�DJUHHPHQW��*XL]KRX�7DLEDQJ�DOVR�GHOLYHUHG�D�JXDUDQWHH�WR�WKH
+XDQJ� 3LQJ� &RXQW\� +RVSLWDO�� WKH� IRUPHU� FR�RZQHU� RI� WKH� +XDQJ� 3LQJ� 3ODVPD� 6WDWLRQ�� WKDW� LW� ZRXOG� SD\� 50%���������
�DSSUR[LPDWHO\������������ LQ�GHEW� WKDW�=KRQJ[LQ�RZHG� WR� WKH�KRVSLWDO��2Q� -XQH����������+XDQJ�3LQJ�+RVSLWDO�EURXJKW� VXLW�� LQ� WKH
+XDQJ�3LQJ�&RXQW\�3HRSOH¶V�&RXUW�RI�*XL]KRX�3URYLQFH��DJDLQVW�=KRQJ[LQ�IRU�QRQ�SD\PHQW�RI�LWV�SD\DEOHV�DQG�GHEW�GXH�WR�+XDQJ
3LQJ�+RVSLWDO� DQG� DJDLQVW�*XL]KRX�7DLEDQJ� DV� WKH� JXDUDQWRU��2Q�1RYHPEHU� ��� ������ WKH� FRXUW� UXOHG� LQ� IDYRU� RI� WKH� SODLQWLII� DQG
*XL]KRX�7DLEDQJ�DV�WKH�JXDUDQWRU�EHFDPH�REOLJDWHG�WR�UHSD\�WKH�=KRQJ[LQ¶V�GHEW�WR�WKH�+XDQJ�3LQJ�+RVSLWDO�RQ�EHKDOI�RI�=KRQJ[LQ�
,Q�2FWREHU�������*XL]KRX�7DLEDQJ�DSSHDOHG�WR�WKH�0LGGOH�&RXUW�RI�.DLOL�'LVWULFW�LQ�*XL]KRX�3URYLQFH�ZKLFK�VXVWDLQHG�WKH�RULJLQDO
MXGJPHQW�RQ�$SULO����������8QGHU�WKH�(TXLW\�7UDQVIHU�$JUHHPHQW�SXUVXDQW�WR�ZKLFK�WKH�&RPSDQ\�DFTXLUHG�D�����LQWHUHVW�LQ�'DOLQ�
WKH�VHOOHUV�ZLOO�EH�UHVSRQVLEOH��EDVHG�RQ�WKHLU�SUR�UDWD�HTXLW\�LQWHUHVW�LQ�*XL]KRX�7DLEDQJ��IRU�GDPDJHV�LQFXUUHG�E\�*XL]KRX�7DLEDQJ
IURP� =KRQJ[LQ¶V� GHEW� DQG� WKDW� WKH\� ZLOO� UHSD\� 'DOLQ� WKHLU� SUR� UDWD� VKDUH� RI� SD\PHQWV�PDGH� E\� *XL]KRX�7DLEDQJ� WR� FUHGLWRUV� LQ
FRQQHFWLRQ�ZLWK� =KRQJ[LQ¶V� GHEW�ZLWKLQ� ��� GD\V� DIWHU� SD\PHQW� E\�*XL]KRX�7DLEDQJ��7KH�50%���������� FRQWLQJHQW� OLDELOLW\� DQG
SURSRUWLRQDWH�VKDUH�RI�WKH�OLDELOLW\�WR�EH�UHFRYHUHG�IURP�WKH�VHOOHUV�ZHUH�SURSHUO\�UHIOHFWHG�LQ�WKH�ILQDQFLDOV�DV�RI�'HFHPEHU����������
2Q�'HFHPEHU�����������*XL]KRX�7DLEDQJ�EURXJKW�VXLW�DJDLQVW�=KRQJ[LQ�LQ�WKH�,QWHUPHGLDWH�&RXUW�RI�*XL\DQJ�&LW\��WR�UHFRYHU�WKH�IXOO
6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



MXGJPHQW�DPRXQW�RI�50%����������SOXV�FRXUW�IHH�RI�50%�������WKDW�*XL]KRX�7DLEDQJ�KDV�DOUHDG\�SDLG�RQ�EHKDOI�RI�=KRQJ[LQ�
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2Q�6HSWHPEHU�����������=KRQJ[LQ�FRXQWHUVXHG� WKH�&RPSDQ\� IRU�D�FRQVLGHUDWLRQ�RI�50%�������� �DSSUR[LPDWHO\���������� IRU� WKH
DOOHJHG�ORVV�RI�LWV�VKDUH�RI�LQFRPH�IURP�WKH�+XDQJ�3LQJ�3ODVPD�6WDWLRQ�VLQFH�WKH�&RPSDQ\�DFTXLUHG�WKH�VWDWLRQ�LQ�$SULO�������7KH
&RPSDQ\�EHOLHYHV�=KRQJ[LQ¶V� FODLP� LV� XQZDUUDQWHG� VLQFH� WKH�&RPSDQ\� DFTXLUHG� WKH� VWDWLRQ� IURP� LWV� ULJKWIXO� RZQHU�� WKH�7UHDVXU\
'HSDUWPHQW�RI�+XDQJSLQ�&RXQW\��*XL]KRX�3URYLQFH�
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7KH�PDWHULDO�UHODWHG�SDUW\�WUDQVDFWLRQV�XQGHUWDNHQ�E\�WKH�&RPSDQ\�ZLWK�UHODWHG�SDUWLHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG
�����DUH�SUHVHQWHG�DV�IROORZV�

$VVHWV � 3XUSRVH � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
$FFRXQWV
UHFHLYDEOH�±
UHODWHG�SDUW\���

� 3URFHVVLQJ�IHHV
�VDOHV

� � ��� � ���������

� � � � � � � � � �
/LDELOLWLHV � 3XUSRVH � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
2WKHU�SD\DEOH�±
UHODWHG�SDUWLHV���

� /RDQ � � ����������� � �����������

2WKHU�SD\DEOH�±
UHODWHG�SDUWLHV���

� &RQWULEXWLRQ � � ����������� � ���������

$GYDQFH�IURP
FXVWRPHUV�±�D
UHODWHG�SDUW\���

�
6DOHV

� � ��������� � ���

����*XL]KRX�7DLEDQJ�SURYLGHV�SURFHVVLQJ�VHUYLFHV�IRU�*XL]KRX�(DNDQ�&R���/WG�� �³*XL]KRX�(DNDQ´��� WKH�DIILOLDWH�RI�RQH�RI�*XL]KRX
7DLEDQJ¶V� QRQFRQWUROOLQJ� LQWHUHVW� KROGHUV�� 7KH� &RPSDQ\¶V� WRWDO� SURFHVVLQJ� VHUYLFHV� LQFRPH� IURP� *XL]KRX� (DNDQ� DPRXQWHG� WR
�������������������DQG����������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\��,Q�DGGLWLRQ��*XL]KRX�7DLEDQJ
PDGH� VDOHV� WR� *XL]KRX� (DNDQ�� DPRXQWLQJ� WR� �QLO�� ��������� DQG� �QLO� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� �����
UHVSHFWLYHO\�� 'XULQJ� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ *XL]KRX� 7DLEDQJ� KDG� VLJQHG� D� VDOHV� FRQWUDFW� ZLWK� *XL]KRX� (DNDQ� DQG
UHFHLYHG�����������50%������������LQ�DGYDQFH�IRU�WKH�SURGXFW�3ODFHQWD�3RO\SHSWLGH�WKDW�KDV�QRW�\HW�EHHQ�GHOLYHUHG�

����*XL]KRX�7DLEDQJ� KDV� SD\DEOHV� WR�*XL]KRX�(DNDQ� ,QYHVWLQJ�&RUS��� DPRXQWLQJ� WR� DSSUR[LPDWHO\� ����������� �50%������������
*XL]KRX�(DNDQ�,QYHVWLQJ�&RUS��LV�RQH�RI�WKH�QRQFRQWUROOLQJ�LQWHUHVW�KROGHUV�RI�*XL]KRX�7DLEDQJ��7KH�&RPSDQ\�ERUURZHG�WKLV�LQWHUHVW
IUHH�DGYDQFH�IRU�ZRUNLQJ�FDSLWDO�SXUSRVH�IRU�*XL]KRX�7DLEDQJ��7KH�EDODQFH�LV�GXH�RQ�GHPDQG�

���� *XL]KRX� 7DLEDQJ� KDV� SD\DEOHV� WR� -LH¶DQ�� D� QRQFRQWUROOLQJ� LQWHUHVW� KROGHU� RI� *XL]KRX� 7DLEDQJ�� DPRXQWLQJ� WR� DSSUR[LPDWHO\
����������� �50%� ������������ ,Q� ������ *XL]KRX� 7DLEDQJ� UHFHLYHG� DGGLWLRQDO� FRQWULEXWLRQV� IURP� -LH¶DQ� RI� ��������� WR� PDLQWDLQ
-LH¶DQ¶V�HTXLW\�LQWHUHVW�LQ�*XL]KRX�7DLEDQJ�DW�����+RZHYHU��GXH�WR�D�OHJDO�GLVSXWH�DPRQJ�VKDUHKROGHUV�RYHU�UDLVLQJ�DGGLWLRQDO�FDSLWDO
DV� GLVFXVVHG� LQ� WKH� OHJDO� SURFHHGLQJ� VHFWLRQ� �VHH�1RWH� ����� WKH� FRQWULEXWLRQ� LV� VXEMHFW� WR� EH� UHWXUQHG� WR� -LH¶DQ��'XULQJ� WKH� VHFRQG
TXDUWHU�RI�������-LH¶DQ�UHTXHVWHG�WKDW�*XL]KRX�7DLEDQJ�UHJLVWHU�LWV�����PLOOLRQ�VKDUHV�RI�DGGLWLRQDO�FDSLWDO�FRQWULEXWLRQ�ZLWK�WKH�ORFDO
$GPLQLVWUDWLRQ� IRU� ,QGXVWU\�DQG�&RPPHUFH��SXUVXDQW� WR� WKH�HTXLW\�SXUFKDVH�DJUHHPHQW�� DQG�VXFK� UHJLVWUDWLRQ�ZDV�DSSURYHG�E\� WKH
PDMRULW\� VKDUHKROGHUV� RI�*XL]KRX�7DLEDQJ� LQ� D� VKDUHKROGHUV¶�PHHWLQJ� KHOG� LQ� WKH� VHFRQG� TXDUWHU� RI� ������+RZHYHU�� WKH�%RDUG� RI
'LUHFWRUV�RI�WKH�&RPSDQ\�LV�ZLWKKROGLQJ�LWV�UHTXLUHG�UDWLILFDWLRQ�RI�WKH�VKDUHKROGHUV¶�DSSURYDO�RI�-LH¶DQ¶V�UHTXHVW�XQWLO�WKH�FRPSOHWLRQ
RI�WKH�RQJRLQJ�OLWLJDWLRQV��,I�WKH�&RPSDQ\�GHFLGHG�WR�UDWLI\�WKH�DSSURYDO��'DOLQ¶V�RZQHUVKLS�LQ�*XL]KRX�7DLEDQJ�ZLOO�EH�GLOXWHG�IURP
����WR��������DQG�-LH¶DQ�ZLOO�EH�HQWLWOHG�WR�UHFHLYH�LWV�SUR�UDWD�VKDUH�RI�*XL]KRX�7DLEDQJ¶V�SURILWV�IURP�WKH�SULRU�����\HDUV�
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7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�WKH�FRPSXWDWLRQ�RI�EDVLF�DQG�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�IRU�WKH�SHULRGV�LQGLFDWHG�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �
� � � � � � � � � �
1XPHUDWRU�XVHG�LQ�EDVLF�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN� � � � � � � � � �
1HW�LQFRPH�DWWULEXWDEOH�WR�&KLQD�%LRORJLF�3URGXFWV��,QF� � ������������ � ������������ � �����������
,QWHUHVW�RQ�WKH�1RWHV � ���������� � �� � ��
&KDQJH�LQ�IDLU�YDOXH�RI�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV � ����������� � �� � ��
&KDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQWV�LVVXHG�WR�,QYHVWRUV�DQG�SODFHPHQW�DJHQW � ����������� � ��������� � ��
1XPHUDWRU�XVHG�LQ�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN � ����������� � ������������ � �����������

:HLJKWHG�DYHUDJH�VKDUHV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
%DVLF � ����������� � ����������� � �����������
(IIHFW�RI�GLOXWLYH�FRPPRQ�VKDUH�HTXLYDOHQWV� � � � � � � � � �
'LOXWHG�HIIHFW�RI�WKH�1RWHV � �������� � �� � ��
'LOXWHG�HIIHFW�RI�ZDUUDQWV�LVVXHG�WR�,QYHVWRUV � �������� � �� � ��
'LOXWHG�HIIHFW�RI�SODFHPHQW�DJHQW�ZDUUDQWV � �� � ������ � ��
'LOXWHG�HIIHFW�RI�VWRFN�RSWLRQV � �������� � �������� � ��������
� � � � � � � � � �
'LOXWHG � ����������� � ����������� � �����������
� � � � � � � � � �
1HW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN���EDVLF � ������ � ������ � ������
1HW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN���GLOXWHG � ������ � ������ � ������

'XULQJ� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ ���������� RSWLRQV� ZLWK� DQ� DYHUDJH� H[HUFLVH� SULFH� RI� ������� ZHUH� H[FOXGHG� IURP� WKH
FDOFXODWLRQ�RI�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�VLQFH�WKH\�DUH�DQWLGLOXWLYH�

'XULQJ� WKH�\HDU�HQGHG�'HFHPEHU����������� WKH�6XEVFULEHG�6HFXULWLHV�DQG�����������RSWLRQV�DW�DQ�DYHUDJH�H[HUFLVH�SULFH�RI�������
ZHUH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�VLQFH�WKH\�DUH�DQWLGLOXWLYH�

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������ERWK�WKH�6XEVFULEHG�6HFXULWLHV�DQG�DOO�RI�WKH�ZDUUDQWV�ZHUH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ
RI�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�VLQFH�WKH\�DUH�DQWLGLOXWLYH�
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7KH�&RPSDQ\¶V�RSHUDWLRQV� DUH� FDUULHG�RXW� LQ� WKH�35&�DQG�DUH� VXEMHFW� WR� VSHFLILF� FRQVLGHUDWLRQV� DQG� VLJQLILFDQW� ULVNV�QRW� W\SLFDOO\
DVVRFLDWHG�ZLWK� FRPSDQLHV� LQ�1RUWK�$PHULFD� DQG�:HVWHUQ� (XURSH��$FFRUGLQJO\�� WKH�&RPSDQ\¶V� EXVLQHVV�� ILQDQFLDO� FRQGLWLRQ� DQG
UHVXOWV�RI�RSHUDWLRQV�PD\�EH�LQIOXHQFHG�E\�WKH�SROLWLFDO��HFRQRPLF�DQG�OHJDO�HQYLURQPHQWV�LQ�WKH�35&��DQG�E\�WKH�JHQHUDO�VWDWH�RI�WKH
35&� HFRQRP\�� 7KH� &RPSDQ\¶V� UHVXOWV� PD\� EH� DGYHUVHO\� DIIHFWHG� E\� FKDQJHV� LQ� JRYHUQPHQWDO� SROLFLHV� ZLWK� UHVSHFW� WR� ODZV� DQG
UHJXODWLRQV��DQWL�LQIODWLRQDU\�PHDVXUHV��FXUUHQF\�FRQYHUVLRQ�DQG�UHPLWWDQFH�DEURDG��DQG�UDWHV�DQG�PHWKRGV�RI�WD[DWLRQ��DPRQJ�RWKHU
WKLQJV�

7KH� &RPSDQ\� PDLQWDLQV� EDODQFHV� DW� ILQDQFLDO� LQVWLWXWLRQV� ZKLFK�� IURP� WLPH� WR� WLPH�� PD\� H[FHHG� )HGHUDO� 'HSRVLW� ,QVXUDQFH
&RUSRUDWLRQ� LQVXUHG� OLPLWV� IRU� LWV�EDQN�DFFRXQWV� ORFDWHG� LQ� WKH�8QLWHG�6WDWHV�RU�PD\�H[FHHG�+RQJ�.RQJ�'HSRVLW�3URWHFWLRQ�%RDUG
LQVXUHG�OLPLWV�IRU�LWV�EDQN�DFFRXQWV�ORFDWHG�LQ�+RQJ�.RQJ��&DVK�EDODQFHV�PDLQWDLQHG�DW�ILQDQFLDO�LQVWLWXWLRQV�RU�VWDWH�RZQHG�EDQNV�LQ
WKH� 35&� DUH� QRW� FRYHUHG� E\� LQVXUDQFH�� 7RWDO� FDVK� LQ� EDQNV� DV� RI� 'HFHPEHU� ���� ����� DQG� ����� DPRXQWHG� WR� ������������ DQG
�������������UHVSHFWLYHO\��RI�ZKLFK����������DQG����������DUH�FRYHUHG�E\�LQVXUDQFH��UHVSHFWLYHO\��7KH�&RPSDQ\�KDV�QRW�H[SHULHQFHG
DQ\�ORVVHV�LQ�XQLQVXUHG�EDQN�GHSRVLWV�DQG�GRHV�QRW�EHOLHYH�WKDW�LW�LV�H[SRVHG�WR�DQ\�VLJQLILFDQW�ULVNV�RQ�LWV�FDVK�LQ�EDQN�DFFRXQWV�

7KH�&RPSDQ\¶V�PDMRU�SURGXFW��KXPDQ�DOEXPLQ��������PO��������PO��������PO��������PO��������PO�DQG�������PO��DFFRXQWHG
IRU���������������DQG�������RI�WKH�WRWDO�VDOHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\��,I�WKH�PDUNHW
GHPDQGV�IRU�KXPDQ�DOEXPLQ�FDQQRW�EH�VXVWDLQHG�LQ�WKH�IXWXUH�RU�LI�WKH�SULFH�RI�KXPDQ�DOEXPLQ�GHFUHDVHV��WKH�&RPSDQ\¶V�RSHUDWLQJ
UHVXOWV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

)���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



$OO� RI� WKH� &RPSDQ\¶V� FXVWRPHUV� DUH� ORFDWHG� LQ� WKH� 35&� DQG� ,QGLD��$V� RI� 'HFHPEHU� ���� ����� DQG� ������ WKH� &RPSDQ\� KDG� QR
VLJQLILFDQW� FRQFHQWUDWLRQ�RI� FUHGLW� ULVN��7KHUH�ZHUH�QR� FXVWRPHUV� WKDW� LQGLYLGXDOO\� FRPSULVHG�����RU�PRUH�RI� WKH� VDOHV� GXULQJ� WKH
\HDUV�HQGHG�'HFHPEHU����������������DQG�������1R�LQGLYLGXDO�FXVWRPHU�UHSUHVHQWHG�����RU�PRUH�RI�WUDGH�UHFHLYDEOHV�DW�'HFHPEHU
���������DQG�������7KH�&RPSDQ\�SHUIRUPV�RQJRLQJ�FUHGLW�HYDOXDWLRQV�RI�LWV�FXVWRPHUV¶�ILQDQFLDO�FRQGLWLRQ�DQG��JHQHUDOO\��UHTXLUHV�QR
FROODWHUDO�IURP�LWV�FXVWRPHUV�

7KHUH�ZHUH�WZR�YHQGRUV�WKDW�LQGLYLGXDOO\�FRPSULVHG�����RU�PRUH�RI�WKH�&RPSDQ\¶V�WRWDO�SXUFKDVH�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU
����������RQH�YHQGRU�WKDW�LQGLYLGXDOO\�FRPSULVHG�����RU�PRUH�RI�WKH�&RPSDQ\¶V�WRWDO�SXUFKDVH�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����
����� DQG� WZR�YHQGRUV� WKDW� LQGLYLGXDOO\� FRPSULVHG�����RU�PRUH�RI� WKH�&RPSDQ\¶V� WRWDO� SXUFKDVH�GXULQJ� WKH� HQGHG�'HFHPEHU����
������ 7KHUH� ZDV� RQH� LQGLYLGXDO� YHQGRU� WKDW� UHSUHVHQWHG� PRUH� WKDQ� ���� RI� DFFRXQWV� SD\DEOHV� DW� 'HFHPEHU� ���� ����� DQG� �����
UHVSHFWLYHO\�
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7KH�IROORZLQJ�UHSUHVHQWV�FRQGHQVHG�XQFRQVROLGDWHG�ILQDQFLDO�LQIRUPDWLRQ�RI�WKH�3DUHQW�&RPSDQ\�RQO\�

&RQGHQVHG�%DODQFH�6KHHWV

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
&DVK � ��������� � ���������
3UHSD\PHQWV�DQG�SUHSDLG�H[SHQVHV � ������� � ��������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW � ������ � �������
,QYHVWPHQW�LQ�DQG�DPRXQWV�GXH�IURP�VXEVLGLDULHV � ������������ � ������������
�����������7RWDO�$VVHWV � ������������ � ������������
� � � � � � �
2WKHU�SD\DEOHV�DQG�DFFUXHG�H[SHQVHV � ���������� � ����������
&RQYHUWLEOH�QRWHV � �� � ����������
'HULYDWLYH�OLDELOLWLHV�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV � �� � �����������
'HULYDWLYH�OLDELOLWLHV��:DUUDQWV � ���������� � �����������
�����������7RWDO�/LDELOLWLHV � ���������� � �����������
� � � � � � �
�����������7RWDO�(TXLW\ � ������������ � �����������
� � � � � � �
�����������7RWDO�/LDELOLWLHV�DQG�(TXLW\ � ������������� � �������������

&RQGHQVHG�6WDWHPHQW�RI�,QFRPH�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
(TXLW\�LQ�LQFRPH�RI�VXEVLGLDULHV � ������������ � ������������ � ������������
*HQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV � ����������� � ����������� � �����������
2WKHU�H[SHQVHV � ����������� � ����������� � ���������
&KDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV � ����������� � ����������� � ������������
3URILW�EHIRUH�LQFRPH�WD[�H[SHQVH � ����������� � ����������� � ����������
,QFRPH�WD[�H[SHQVH � ��������� � ��������� � ��
1HW�,QFRPH � ������������ � ������������ � �����������

&RQGHQVHG�6WDWHPHQW�RI�&DVK�)ORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV � ���������� � �������� � ���
1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV � ������� � �� � ��
1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV � �������� � �������� � ��
1HW�LQFUHDVH�LQ�FDVK � �������� � ������� � ��
&DVK�DW�EHJLQQLQJ�RI�\HDU � �������� � ������� � �������
&DVK�DW�HQG�RI�\HDU � ��������� � ��������� � ��������

)���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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([KLELW
1R�

'HVFULSWLRQ

��� 6KDUH� ([FKDQJH�$JUHHPHQW� EHWZHHQ� WKH� &RPSDQ\�� /RJLF� ([SUHVV� /LPLWHG� DQG� WKH� VHOOLQJ� VWRFNKROGHUV� VLJQDWRU\
WKHUHWR��GDWHG�DV�RI�-XO\�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW���RI�WKH�UHJLVWUDWLRQ�VWDWHPHQW�RQ�)RUP�6%��
ILOHG�E\�WKH�&RPSDQ\�RQ�6HSWHPEHU���������

��� &HUWLILFDWH�RI�,QFRUSRUDWLRQ�RI�WKH�&RPSDQ\��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�WKH�UHJLVWUDWLRQ�VWDWHPHQW�RQ
)RUP�6%���ILOHG�E\�WKH�&RPSDQ\�RQ�6HSWHPEHU���������

��� $PHQGHG�DQG�5HVWDWHG�%\�/DZV�RI� WKH�&RPSDQ\��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI� WKH�DQQXDO�UHSRUW�RQ
)RUP����.�ILOHG�E\�WKH�&RPSDQ\�RQ�0DUFK����������

��� )RUP�RI�5HJLVWUDWLRQ�5LJKWV�$JUHHPHQW��GDWHG�-XQH����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�WKH�&XUUHQW
5HSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\�RQ�-XQH����������

��� )RUP�RI������&RQYHUWLEOH�6HQLRU�6HFXUHG�1RWH�GXH������ �LQFRUSRUDWHG�E\� UHIHUHQFH� WR�([KLELW�����RI� WKH�&XUUHQW
5HSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\�RQ�-XQH����������

��� )RUP�RI�:DUUDQW��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�WKH�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\
RQ�-XQH���������

���� &KLQD�%LRORJLF�3URGXFWV�� ,QF�������(TXLW\� ,QFHQWLYH�3ODQ� �LQFRUSRUDWHG�E\� UHIHUHQFH� WR�([KLELW������RI� WKH�FXUUHQW
UHSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\�RQ�0D\����������

���� )RUP�RI�6WRFN�2SWLRQ�$ZDUG�$JUHHPHQW�RI�&KLQD�%LRORJLF�3URGXFWV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR��([KLELW�����
RI�WKH�FXUUHQW�UHSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\�RQ�0D\����������

���� *URXS�6HFRQGPHQW�$JUHHPHQW��GDWHG�2FWREHU�����������EHWZHHQ�6KDQGRQJ�7DLEDQJ�%LRORJLFDO�3URGXFWV�&R���/WG�
DQG� WKH� 6KDQGRQJ� ,QVWLWXWH� �(QJOLVK� 7UDQVODWLRQ�� �LQFRUSRUDWHG� E\� UHIHUHQFH� WR� ([KLELW� ����� RI� WKH� UHJLVWUDWLRQ
VWDWHPHQW�RQ�)RUP�6%���$�ILOHG�E\�WKH�&RPSDQ\�RQ�'HFHPEHU���������

���� $PHQGHG�DQG�5HVWDWHG�-RLQW�9HQWXUH�$JUHHPHQW��EHWZHHQ�/RJLF�([SUHVV�/LPLWHG�DQG�WKH�6KDQGRQJ�,QVWLWXWH��GDWHG
DV�RI�0DUFK�����������(QJOLVK�7UDQVODWLRQ���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�UHJLVWUDWLRQ�VWDWHPHQW�RQ
)RUP�6%���ILOHG�E\�WKH�&RPSDQ\�RQ�6HSWHPEHU���������

���� /HWWHU�RI�,QWHQW�IRU�(TXLW\�7UDQVIHU��EHWZHHQ�/RJLF�([SUHVV�/LPLWHG�DQG�WKH�6KDQGRQJ�,QVWLWXWH��GDWHG�DV�RI�-XQH����
������(QJOLVK�7UDQVODWLRQ���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�UHJLVWUDWLRQ�VWDWHPHQW�RQ�)RUP�6%���ILOHG
E\�WKH�&RPSDQ\�RQ�6HSWHPEHU���������

���� -RLQW�9HQWXUH�DQG�&RRSHUDWLRQ�$JUHHPHQW�EHWZHHQ�0U��)DQ�4LQJFKXQ��6KDQGRQJ�7DLEDQJ�%LRORJLFDO�3URGXFWV�&R��
/WG��DQG�6KDDQ[L�3RZHU�&RQVWUXFWLRQ�&RUSRUDWLRQ��GDWHG�6HSWHPEHU�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW
�����RI�WKH�FXUUHQW�UHSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\�RQ�2FWREHU����������

���� $JUHHPHQW� RQ� (TXLW\�7UDQVIHU��$FTXLVLWLRQ�� -RLQW�9HQWXUH� DQG�&RRSHUDWLRQ�� DPRQJ� 6KDQGRQJ�7DLEDQJ�%LRORJLFDO
3URGXFWV� &R��� /WG��� 6KDDQ[L� 3RZHU� &RQVWUXFWLRQ� &RUSRUDWLRQ� DQG� 0U�� )DQ� 4LQJFKXQ�� GDWHG� 6HSWHPEHU� ���� ����
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�FXUUHQW�UHSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\�RQ�2FWREHU����
�����

���� �6KDUHKROGHU�� $JUHHPHQW� DPRQJ� 6KDQGRQJ� 7DLEDQJ� %LRORJLFDO� 3URGXFWV� &R��� /WG��� /RJLF� ([SUHVV� /LPLWHG� DQG
%LRORJLFDO�,QVWLWXWH�GDWHG�6HSWHPEHU�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�FXUUHQW�UHSRUW�RQ�)RUP
��.��ILOHG�E\�WKH�&RPSDQ\�RQ�2FWREHU����������

���� (TXLW\�7UDQVIHU�$JUHHPHQW�� GDWHG�6HSWHPEHU� ���� ������ DPRQJ�/RJLF�([SUHVV�/LPLWHG��&KRQJTLQJ�'DOLQ�%LRORJLF
7HFKQRORJLHV�&R���/WG��DQG�FHUWDLQ�VKDUHKROGHUV�RI�&KRQJTLQJ�'DOLQ�%LRORJLF�7HFKQRORJLHV�&R���/WG���LQFRUSRUDWHG
E\�UHIHUHQFH�WR�([KLELW������RI�WKH�FXUUHQW�UHSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\�RQ�2FWREHU���������

����� (TXLW\�7UDQVIHU�$JUHHPHQW��EHWZHHQ�6KDQGRQJ�7DLEDQJ�%LRORJLFDO�3URGXFWV�&R���/WG��DQG�0U��)DQ�4LQJFKXQ��GDWHG
2FWREHU�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�FXUUHQW�UHSRUW�RQ�)RUP���.�ILOHG�E\�WKH�&RPSDQ\
RQ�2FWREHU����������

����� 6XSSOHPHQWDO�$JUHHPHQW��GDWHG�1RYHPEHU����������DPRQJ�/RJLF�([SUHVV�/LPLWHG��)DQ�6KDRZHQ��DV�UHSUHVHQWDWLYH�RI
WKH�VKDUHKROGHUV�RI�&KRQJTLQJ�'DOLQ�%LRORJLF�7HFKQRORJLHV�&R���/WG��DQG�&KRQJTLQJ�'DOLQ�%LRORJLF�7HFKQRORJLHV
&R���/WG���(QJOLVK�7UDQVODWLRQ���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�FXUUHQW�UHSRUW�RQ�)RUP���.�ILOHG�E\
WKH�&RPSDQ\�RQ�1RYHPEHU���������
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&RPPXQLFDWLRQV� �(QJOLVK�7UDQVODWLRQ�� �LQFRUSRUDWHG�E\� UHIHUHQFH� WR�([KLELW�������RI� WKH� UHJLVWUDWLRQ� VWDWHPHQW�RQ
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:H� FRQVHQW� WR� WKH� LQFRUSRUDWLRQ� E\� UHIHUHQFH� LQ� WKH� UHJLVWUDWLRQ� VWDWHPHQW� �1R�� ������������ RQ� )RUP� 6��� DQG� WKH� UHJLVWUDWLRQ
VWDWHPHQW��1R��������������RQ�)RUP�6���RI�&KLQD�%LRORJLF�3URGXFWV��,QF��RI�RXU�UHSRUWV�GDWHG�0DUFK�����������ZLWK�UHVSHFW�WR�WKH
FRQVROLGDWHG� EDODQFH� VKHHWV� RI�&KLQD�%LRORJLF�3URGXFWV�� ,QF�� DQG� VXEVLGLDULHV� DV� RI�'HFHPEHU� ���� ����� DQG� ������ DQG� WKH� UHODWHG
FRQVROLGDWHG� VWDWHPHQWV� RI� FRPSUHKHQVLYH� LQFRPH�� FKDQJHV� LQ� HTXLW\� DQG� FDVK� IORZV� IRU� HDFK� RI� WKH� \HDUV� WKHQ� HQGHG�� DQG� WKH
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DQQXDO�UHSRUW�RQ�)RUP����.�RI�&KLQD�%LRORJLF�3URGXFWV��,QF�
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�

D� 'HVLJQHG� VXFK� GLVFORVXUH� FRQWUROV� DQG� SURFHGXUHV�� RU� FDXVHG� VXFK� GLVFORVXUH� FRQWUROV� DQG� SURFHGXUHV� WR� EH� GHVLJQHG
XQGHU� RXU� VXSHUYLVLRQ�� WR� HQVXUH� WKDW� PDWHULDO� LQIRUPDWLRQ� UHODWLQJ� WR� WKH� UHJLVWUDQW�� LQFOXGLQJ� LWV� FRQVROLGDWHG
VXEVLGLDULHV�� LV�PDGH�NQRZQ�WR�XV�E\�RWKHUV�ZLWKLQ�WKRVH�HQWLWLHV��SDUWLFXODUO\�GXULQJ�WKH�SHULRG�LQ�ZKLFK�WKLV�UHSRUW� LV
EHLQJ�SUHSDUHG�
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�
E� 'HVLJQHG� VXFK� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ�� RU� FDXVHG� VXFK� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ� WR�EH

GHVLJQHG�XQGHU�RXU�VXSHUYLVLRQ��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�
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�
F� (YDOXDWHG� WKH� HIIHFWLYHQHVV� RI� WKH� UHJLVWUDQW¶V� GLVFORVXUH� FRQWUROV� DQG� SURFHGXUHV� DQG� SUHVHQWHG� LQ� WKLV� UHSRUW� RXU

FRQFOXVLRQV�DERXW�WKH�HIIHFWLYHQHVV�RI�WKH�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV��DV�RI�WKH�HQG�RI�WKH�SHULRG�FRYHUHG�E\�WKLV
UHSRUW�EDVHG�RQ�VXFK�HYDOXDWLRQ��DQG
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G� 'LVFORVHG�LQ�WKLV�UHSRUW�DQ\�FKDQJH�LQ�WKH�UHJLVWUDQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�WKDW�RFFXUUHG�GXULQJ�WKH
UHJLVWUDQW¶V� PRVW� UHFHQW� ILVFDO� TXDUWHU� �WKH� UHJLVWUDQW¶V� IRXUWK� ILVFDO� TXDUWHU� LQ� WKH� FDVH� RI� DQ� DQQXDO� UHSRUW�� WKDW� KDV
PDWHULDOO\�DIIHFWHG��RU�LV�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��WKH�UHJLVWUDQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
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ILQDQFLDO� UHSRUWLQJ�� WR� WKH� UHJLVWUDQW¶V� DXGLWRUV� DQG� WKH� DXGLW� FRPPLWWHH� RI� WKH� UHJLVWUDQW¶V� ERDUG� RI� GLUHFWRUV� �RU� SHUVRQV
SHUIRUPLQJ�WKH�HTXLYDOHQW�IXQFWLRQV��
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D� $OO�VLJQLILFDQW�GHILFLHQFLHV�DQG�PDWHULDO�ZHDNQHVVHV�LQ�WKH�GHVLJQ�RU�RSHUDWLRQ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ

ZKLFK�DUH�UHDVRQDEO\�OLNHO\�WR�DGYHUVHO\�DIIHFW�WKH�UHJLVWUDQW¶V�DELOLW\�WR�UHFRUG��SURFHVV��VXPPDUL]H�DQG�UHSRUW�ILQDQFLDO
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UHJLVWUDQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
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XQGHU� RXU� VXSHUYLVLRQ�� WR� HQVXUH� WKDW� PDWHULDO� LQIRUPDWLRQ� UHODWLQJ� WR� WKH� UHJLVWUDQW�� LQFOXGLQJ� LWV� FRQVROLGDWHG
VXEVLGLDULHV�� LV�PDGH�NQRZQ�WR�XV�E\�RWKHUV�ZLWKLQ�WKRVH�HQWLWLHV��SDUWLFXODUO\�GXULQJ�WKH�SHULRG�LQ�ZKLFK�WKLV�UHSRUW� LV
EHLQJ�SUHSDUHG�
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�
E� 'HVLJQHG� VXFK� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ�� RU� FDXVHG� VXFK� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ� WR�EH

GHVLJQHG�XQGHU�RXU�VXSHUYLVLRQ��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�
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�
F� (YDOXDWHG� WKH� HIIHFWLYHQHVV� RI� WKH� UHJLVWUDQW¶V� GLVFORVXUH� FRQWUROV� DQG� SURFHGXUHV� DQG� SUHVHQWHG� LQ� WKLV� UHSRUW� RXU

FRQFOXVLRQV�DERXW�WKH�HIIHFWLYHQHVV�RI�WKH�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV��DV�RI�WKH�HQG�RI�WKH�SHULRG�FRYHUHG�E\�WKLV
UHSRUW�EDVHG�RQ�VXFK�HYDOXDWLRQ��DQG
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�

G� 'LVFORVHG�LQ�WKLV�UHSRUW�DQ\�FKDQJH�LQ�WKH�UHJLVWUDQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�WKDW�RFFXUUHG�GXULQJ�WKH
UHJLVWUDQW¶V� PRVW� UHFHQW� ILVFDO� TXDUWHU� �WKH� UHJLVWUDQW¶V� IRXUWK� ILVFDO� TXDUWHU� LQ� WKH� FDVH� RI� DQ� DQQXDO� UHSRUW�� WKDW� KDV
PDWHULDOO\�DIIHFWHG��RU�LV�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��WKH�UHJLVWUDQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
DQG

�� 7KH� UHJLVWUDQW¶V� RWKHU� FHUWLI\LQJ� RIILFHU� DQG� ,� KDYH� GLVFORVHG�� EDVHG� RQ� RXU�PRVW� UHFHQW� HYDOXDWLRQ� RI� LQWHUQDO� FRQWURO� RYHU
ILQDQFLDO� UHSRUWLQJ�� WR� WKH� UHJLVWUDQW¶V� DXGLWRUV� DQG� WKH� DXGLW� FRPPLWWHH� RI� WKH� UHJLVWUDQW¶V� ERDUG� RI� GLUHFWRUV� �RU� SHUVRQV
SHUIRUPLQJ�WKH�HTXLYDOHQW�IXQFWLRQV��

�
D� $OO�VLJQLILFDQW�GHILFLHQFLHV�DQG�PDWHULDO�ZHDNQHVVHV�LQ�WKH�GHVLJQ�RU�RSHUDWLRQ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ

ZKLFK�DUH�UHDVRQDEO\�OLNHO\�WR�DGYHUVHO\�DIIHFW�WKH�UHJLVWUDQW¶V�DELOLW\�WR�UHFRUG��SURFHVV��VXPPDUL]H�DQG�UHSRUW�ILQDQFLDO
LQIRUPDWLRQ��DQG
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� E� $Q\� IUDXG��ZKHWKHU�RU�QRW�PDWHULDO�� WKDW� LQYROYHV�PDQDJHPHQW�RU�RWKHU� HPSOR\HHV�ZKR�KDYH� D� VLJQLILFDQW� UROH� LQ� WKH
UHJLVWUDQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
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UHWDLQHG�E\�&KLQD�%LRORJLF�3URGXFWV��,QF��DQG�IXUQLVKHG�WR�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�RU�LWV�VWDII�XSRQ�UHTXHVW�

7KH�IRUJRLQJ�FHUWLILFDWLRQ�LV�EHLQJ�IXUQLVKHG�WR�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�SXUVXDQW�WR������8�6�&��6HFWLRQ�������,W�LV
QRW� EHLQJ� ILOHG� IRU� SXUSRVHV� RI� 6HFWLRQ� ��� RI� WKH�6HFXULWLHV�([FKDQJH�$FW� RI� ������ DV� DPHQGHG�� DQG� LV� QRW� WR� EH� LQFRUSRUDWHG� E\
UHIHUHQFH� LQWR� DQ\� ILOLQJ� RI� WKH� &RPSDQ\�� ZKHWKHU� PDGH� EHIRUH� RU� DIWHU� WKH� GDWH� KHUHRI�� UHJDUGOHVV� RI� DQ\� JHQHUDO� LQFRUSRUDWLRQ
ODQJXDJH�LQ�VXFK�ILOLQJ�
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ODQJXDJH�LQ�VXFK�ILOLQJ�
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'RFXPHQW�DQG�(QWLW\�,QIRUPDWLRQ
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���0RQWKV�(QGHG
����������� �����������

'RFXPHQW�DQG�(QWLW\�,QIRUPDWLRQ �
'RFXPHQW�7\SH ���. �

$PHQGPHQW�)ODJ IDOVH �

'RFXPHQW�3HULRG�(QG�'DWH ���������� �

7UDGLQJ�6\PERO FESR �

(QWLW\�5HJLVWUDQW�1DPH &KLQD�%LRORJLF�3URGXFWV�
,QF�

�

(QWLW\�&HQWUDO�,QGH[�.H\ ���������� �

&XUUHQW�)LVFDO�<HDU�(QG�'DWH ������� �

(QWLW\�)LOHU�&DWHJRU\ $FFHOHUDWHG�)LOHU �

(QWLW\�&RPPRQ�6WRFN��6KDUHV
2XWVWDQGLQJ

� ����������

(QWLW\�&XUUHQW�5HSRUWLQJ�6WDWXV <HV �

(QWLW\�9ROXQWDU\�)LOHUV 1R �

(QWLW\�:HOO�.QRZQ�6HDVRQHG�,VVXHU 1R �

(QWLW\�3XEOLF�)ORDW � ����������������

'RFXPHQW�)LVFDO�<HDU�)RFXV ����� �

'RFXPHQW�)LVFDO�3HULRG�)RFXV )< �
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(TXLW\�$WWULEXWDEOH�7R�&KLQD�%LRORJLF�3URGXFWV��,QF��>0HPEHU@

6WRFNKROGHUV
�(TXLW\ �
7RWDO�(TXLW\ ������������� ������������

$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH�>0HPEHU@

6WRFNKROGHUV
�(TXLW\ �
7RWDO�(TXLW\ ���������� ���������

$GGLWLRQDO�SDLG�LQ�FDSLWDO�>0HPEHU@

6WRFNKROGHUV
�(TXLW\ �
7RWDO�(TXLW\ ���������� ����������

&RPPRQ�VWRFN�>0HPEHU@

6WRFNKROGHUV
�(TXLW\ �
7RWDO�(TXLW\ ����� �����

1RQFRQWUROOLQJ�LQWHUHVW�>0HPEHU@

6WRFNKROGHUV
�(TXLW\ �
7RWDO�(TXLW\ ���������� ����������

5HWDLQHG�HDUQLQJV�>0HPEHU@

6WRFNKROGHUV
�(TXLW\ �
7RWDO�(TXLW\ ���������� ����������

$66(76 �
&XUUHQW�$VVHWV �
&DVK ���������� ����������

$FFRXQWV�UHFHLYDEOH��QHW�RI�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV ���������� ���������

$FFRXQWV�UHFHLYDEOH���D�UHODWHG�SDUW\ � �������

,QYHQWRULHV ���������� ����������

2WKHU�UHFHLYDEOHV ��������� ���������

3UHSD\PHQWV�DQG�SUHSDLG�H[SHQVHV ��������� �������

'HIHUUHG�WD[�DVVHWV ��������� ���������

7RWDO�&XUUHQW�$VVHWV ����������� �����������

3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW ���������� ����������

,QWDQJLEOH�DVVHWV��QHW ��������� ����������

/DQG�XVH�ULJKWV��QHW ��������� ���������

3UHSD\PHQWV�DQG�GHSRVLWV�IRU�SURSHUW\��SODQW�DQG�HTXLSPHQW ��������� ���������

*RRGZLOO � ����������

(TXLW\�PHWKRG�LQYHVWPHQW ��������� ���������

7RWDO�$VVHWV ����������� �����������

/,$%,/,7,(6�$1'�672&.+2/'(56
�(48,7< �
&XUUHQW�OLDELOLWLHV �
6KRUW�WHUP�EDQN�ORDQV ���������� ���������

$FFRXQWV�SD\DEOH ��������� ���������

'XH�WR�UHODWHG�SDUWLHV ��������� ���������

2WKHU�SD\DEOHV�DQG�DFFUXHG�H[SHQVHV ���������� ����������

$GYDQFH�IURP�FXVWRPHUV ��������� ���������

$GYDQFH�IURP�FXVWRPHUV���D�UHODWHG�SDUW\ ������� �

,QFRPH�WD[�SD\DEOH ��������� ���������

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



2WKHU�WD[HV�SD\DEOH ��������� ���������

&RQYHUWLEOH�QRWHV � ���������

'HULYDWLYH�OLDELOLWLHV���HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�FRQYHUWLEOH�QRWHV � ����������

'HULYDWLYH�OLDELOLWLHV���ZDUUDQWV ��������� ����������

7RWDO�&XUUHQW�/LDELOLWLHV ���������� ����������

2WKHU�SD\DEOH ������� �������

'HIHUUHG�WD[�OLDELOLWLHV ��������� ���������

7RWDO�/LDELOLWLHV ���������� ����������

6WRFNKROGHUV
�(TXLW\ �
&RPPRQ�VWRFN��SDU�YDOXH���������������������VKDUHV�DXWKRUL]HG�������������DQG������������VKDUHV�LVVXHG�DQG�RXWVWDQGLQJ�DW
'HFHPEHU����������DQG�����

����� �����

$GGLWLRQDO�SDLG�LQ�FDSLWDO ���������� ����������

5HWDLQHG�HDUQLQJV ���������� ����������

$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH ���������� ���������

7RWDO�VWRFNKROGHUV
�HTXLW\�DWWULEXWDEOH�WR�&KLQD�%LRORJLF�3URGXFWV��,QF� ����������� ����������

1RQFRQWUROOLQJ�LQWHUHVW ���������� ����������

7RWDO�(TXLW\ ����������� �����������

&RPPLWPHQWV�DQG�FRQWLQJHQFLHV � �

7RWDO�/LDELOLWLHV�DQG�(TXLW\ ������������� �������������
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&RPPRQ�6WRFN��3DU�9DOXH�3HU
6KDUH

�������� ��������

&RPPRQ�6WRFN��6KDUHV�$XWKRUL]HG ����������������������

&RPPRQ�6WRFN��6KDUHV��,VVXHG ���������� ����������

&RPPRQ�6WRFN��6KDUHV�
2XWVWDQGLQJ

���������� ����������
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(TXLW\�$WWULEXWDEOH�7R�&KLQD�%LRORJLF�3URGXFWV��,QF��>0HPEHU@

1HW�LQFRPH ������������ ������������ �����������

1HW�LQFRPH ���������� ���������� ���������

1RQFRQWUROOLQJ�LQWHUHVW�>0HPEHU@

1HW�LQFRPH ���������� ���������� ����������

1HW�LQFRPH ���������� ���������� ����������

5HWDLQHG�HDUQLQJV�>0HPEHU@

1HW�LQFRPH ���������� ���������� ���������

1HW�LQFRPH ���������� ���������� ���������

6DOHV �
([WHUQDO�FXVWRPHUV ����������� ����������� �����������

5HODWHG�SDUW\ ������� ��������� �������

7RWDO�VDOHV ����������� ����������� �����������

&RVW�RI�VDOHV �
([WHUQDO�FXVWRPHUV ���������� ���������� ����������

5HODWHG�SDUW\�FRVW ������� ������� ������

7RWDO�FRVW�RI�VDOHV ���������� ���������� ����������

*URVV�SURILW ����������� ����������� ����������

2SHUDWLQJ�H[SHQVHV �
6HOOLQJ�H[SHQVHV ���������� ��������� ���������

*HQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV ���������� ���������� ����������

5HVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV ��������� ��������� ���������

,PSDLUPHQW�ORVV�RI�JRRGZLOO ���������� � �

/RVV�RQ�DEDQGRQPHQW�DQG�ZULWH�RII�RI�ORQJ�OLYHG�DVVHWV ��������� � �

,QFRPH�IURP�RSHUDWLRQV ���������� ���������� ����������

2WKHU�LQFRPH��H[SHQVHV� �
(TXLW\�LQ�LQFRPH�RI�DQ�HTXLW\�PHWKRG�LQYHVWHH ��������� ��������� �������

&KDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV ���������� ����������� ������������

,QWHUHVW�H[SHQVH��QHW ����������� ����������� �����������

2WKHU��H[SHQVH��LQFRPH��QHW ��������� ��������� �������

7RWDO�RWKHU�LQFRPH��H[SHQVHV���QHW ���������� ����������� ������������

(DUQLQJV�EHIRUH�LQFRPH�WD[�H[SHQVH ���������� ���������� ����������

,QFRPH�WD[�H[SHQVH ���������� ���������� ����������

1HW�LQFRPH ���������� ���������� ����������

/HVV��1HW�LQFRPH�DWWULEXWDEOH�WR�WKH�QRQFRQWUROOLQJ�LQWHUHVW ���������� ���������� ����������

1HW�LQFRPH�DWWULEXWDEOH�WR�&KLQD�%LRORJLF�3URGXFWV��,QF� ���������� ���������� ���������

1HW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN� �
%DVLF ������ ������ �����

'LOXWHG ������ ����� �����

:HLJKWHG�DYHUDJH�VKDUHV�XVHG�LQ�FRPSXWDWLRQ� �
%DVLF ���������� ���������� ����������

'LOXWHG ���������� ���������� ����������

1HW�LQFRPH ���������� ���������� ����������

2WKHU�&RPSUHKHQVLYH�LQFRPH �
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&RPSUHKHQVLYH�LQFRPH ���������� ���������� ����������

/HVV��&RPSUHKHQVLYH�LQFRPH�DWWULEXWDEOH�WR�WKH�QRQFRQWUROOLQJ
LQWHUHVW

���������� ���������� ����������

&RPSUHKHQVLYH�LQFRPH�DWWULEXWDEOH�WR�&KLQD�%LRORJLF�3URGXFWV�
,QF�

������������ ������������ �����������

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



&2162/,'$7('�67$7(0(176�2)�&$6+�)/2:6

&2162/,'$7('�67$7(0(176�2)�&$6+�)/2:6
�86'����

���0RQWKV�(QGHG
�����������

���0RQWKV�(QGHG
�����������

���0RQWKV�(QGHG
�����������

(TXLW\�$WWULEXWDEOH�7R�&KLQD�%LRORJLF�3URGXFWV��,QF��>0HPEHU@

&$6+�)/2:6�)520�23(5$7,1*�$&7,9,7,(6� �
1HW�LQFRPH ������������ ������������ �����������

$GMXVWPHQWV�WR�UHFRQFLOH�QHW�LQFRPH�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� �
6WRFN�FRPSHQVDWLRQ ��������� ��������� ������

$GGLWLRQDO�SDLG�LQ�FDSLWDO�>0HPEHU@

$GMXVWPHQWV�WR�UHFRQFLOH�QHW�LQFRPH�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� �
6WRFN�FRPSHQVDWLRQ ��������� ��������� ������

1RQFRQWUROOLQJ�LQWHUHVW�>0HPEHU@

&$6+�)/2:6�)520�23(5$7,1*�$&7,9,7,(6� �
1HW�LQFRPH ���������� ���������� ����������

5HWDLQHG�HDUQLQJV�>0HPEHU@

&$6+�)/2:6�)520�23(5$7,1*�$&7,9,7,(6� �
1HW�LQFRPH ���������� ���������� ���������
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1HW�LQFRPH ���������� ���������� ����������

$GMXVWPHQWV�WR�UHFRQFLOH�QHW�LQFRPH�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� �
'HSUHFLDWLRQ ��������� ��������� ���������

,PSDLUPHQW�ORVV�RI�JRRGZLOO ���������� � �

/RVV�RQ�DEDQGRQPHQW�DQG�ZULWH�RII�RI�ORQJ�OLYHG�DVVHWV ��������� � �

$PRUWL]DWLRQ ��������� ��������� ���������

/RVV�RQ�VDOH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW ������� ������� �������

5HYHUVDO�RI�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV��QHW �������� �������� ��������

�5HYHUVDO�RI��SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV���RWKHU�UHFHLYDEOHV�DQG�SUHSD\PHQWV �������� ������� �������

:ULWH�GRZQ�RI�REVROHWH�LQYHQWRULHV ������� ������� �������

'HIHUUHG�WD[�EHQHILW��QHW ����������� ����������� �����������

6WRFN�FRPSHQVDWLRQ ��������� ��������� ������

&KDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV ������������ ��������� ����������

$PRUWL]DWLRQ�RI�GHIHUUHG�QRWH�LVVXDQFH�FRVW ������ ������� �������

$PRUWL]DWLRQ�RI�GLVFRXQW�RQ�FRQYHUWLEOH�QRWHV ��������� ��������� �������

(TXLW\�LQ�LQFRPH�RI�DQ�HTXLW\�PHWKRG�LQYHVWHH ����������� ����������� ���������

&KDQJH�LQ�RSHUDWLQJ�DVVHWV�DQG�OLDELOLWLHV��QHW�RI�DFTXLVLWLRQ�LQ�'DOLQ� �
$FFRXQWV�UHFHLYDEOH���WKLUG�SDUWLHV ����������� ����������� �����������

$FFRXQWV�UHFHLYDEOH���D�UHODWHG�SDUW\ ������� ������ �������

2WKHU�UHFHLYDEOHV ������� ������� �����������

,QYHQWRULHV ������������ ������������ ������������

3UHSD\PHQWV�DQG�SUHSDLG�H[SHQVHV ��������� �������� ���������

$FFRXQWV�SD\DEOH ������� ������� ��������

2WKHU�SD\DEOHV�DQG�DFFUXHG�H[SHQVHV ��������� ��������� ���������

$FFUXHG�LQWHUHVW���QRQFRQWUROOLQJ�LQWHUHVW�VKDUHKROGHUV � ����������� ���������

$GYDQFH�IURP�FXVWRPHUV ������� ��������� �������

$GYDQFH�IURP�FXVWRPHUV���UHODWHG�SDUW\ ������� � �

,QFRPH�WD[�SD\DEOH ����������� ����������� ���������

2WKHU�WD[HV�SD\DEOH �������� ������� �������
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'LYLGHQGV�UHFHLYHG ��������� � �������

$FTXLVLWLRQ�RI�D�VXEVLGLDU\��QHW�RI�FDVK�DFTXLUHG � ����������� ���������

$FTXLVLWLRQ�RI�HTXLW\�PHWKRG�LQYHVWPHQW � � �����������

3D\PHQW�IRU�SURSHUW\��SODQW�DQG�HTXLSPHQW ����������� ������������ �����������

3D\PHQW�IRU�LQWDQJLEOH�DVVHWV�DQG�ODQG�XVH�ULJKW ��������� ����������� �����������

3URFHHGV�IURP�VDOH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW ������ � ������

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV ����������� ������������ �����������

&$6+�)/2:6�)520�),1$1&,1*�$&7,9,7,(6� �
3URFHHGV�IURP�ZDUUDQWV�H[HUFLVHG � ��������� ���������

3URFHHGV�IURP�VWRFN�RSWLRQ�H[HUFLVHG ������� ������ �������

3URFHHGV�IURP�LVVXDQFH�RI�FRQYHUWLEOH�QRWHV � � ���������

$FTXLVLWLRQ�RI�QRQFRQWUROOLQJ�LQWHUHVW ����������� � �

5HSD\PHQW�RI�IRUPHU�VKDUHKROGHUV�ORDQ�LQ�D�VXEVLGLDU\ � � �����������

3URFHHGV�IURP�VKRUW�WHUP�EDQN�ORDQV ���������� ��������� ����������

5HSD\PHQW�RI�VKRUW�WHUP�EDQN�ORDQV ������������ ����������� ������������

5HSD\PHQW�RI�QRQFRQWUROOLQJ�LQWHUHVW�VKDUHKROGHU�ORDQ � ����������� ���������

'LYLGHQGV�SDLG�E\�VXEVLGLDULHV�WR�QRQFRQWUROOLQJ�LQWHUHVW�VKDUHKROGHUV ������������ ������������ �����������

1HW�FDVK��XVHG�LQ��SURYLGHG�E\�ILQDQFLQJ�DFWLYLWLHV ������������ ������������ ���������
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1(7�,1&5($6(�,1�&$6+ ���������� ���������� ����������

&DVK�DW�EHJLQQLQJ�RI�\HDU ���������� ���������� ���������

&DVK�DW�HQG�RI�\HDU ���������� ���������� ����������

6XSSOHPHQWDO�FDVK�IORZ�LQIRUPDWLRQ �
&DVK�SDLG�IRU�LQFRPH�WD[HV ���������� ���������� ���������

&DVK�SDLG�IRU�LQWHUHVW�H[SHQVH ������� ������� ���������

1RQFDVK�LQYHVWLQJ�DQG�ILQDQFLQJ�DFWLYLWLHV� �
5HFODVVLILFDWLRQ�RI�ZDUUDQW�OLDELOLW\�WR�SDLG�LQ�FDSLWDO�XSRQ�ZDUUDQWV�H[HUFLVH � ��������� ���������

&RQYHUWLEOH�QRWHV�FRQYHUVLRQ ���������� ��������� ���������

'LVWULEXWLRQ�SDLG�E\�RIIVHWWLQJ�DFFRXQWV�UHFHLYDEOH���UHODWHG�SDUW\ � � �������

'LVWULEXWLRQ�SDLG�LQ�H[FKDQJH�RI�QRQFRQWUROOLQJ�LQWHUHVW�VKDUHKROGHUV�ORDQ � � ���������

'LVWULEXWLRQ�SDLG�E\�RIIVHWWLQJ�ORDQ�DQG�LQWHUHVW�GXH�IURP�KROGHU�RI�QRQFRQWUROOLQJ
LQWHUHVW

� � ���������

1HW�DVVHWV�DFTXLUHG�ZLWK�SUHSD\PHQWV�PDGH�LQ�SULRU�SHULRGV � � ����������

1HW�DVVHWV�DFTXLUHG�ZLWK�XQSDLG�LQYHVWPHQW � � ���������

7UDQVIHU�IURP�SUHSD\PHQWV�DQG�GHSRVLWV�WR�SURSHUW\��SODQW�DQG�HTXLSPHQW ������� ��������� ���������

/DQG�XVH�ULJKW�DFTXLUHG�ZLWK�SUHSD\PHQWV�PDGH�LQ�SULRU�SHULRGV ������� � �������

$FTXLVLWLRQ�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�LQFOXGHG�LQ�SD\DEOHV ��������� ����������� ���������

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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(TXLW\�$WWULEXWDEOH�7R�&KLQD�%LRORJLF�3URGXFWV��,QF�
>0HPEHU@

%HJLQQLQJ�%DODQFH ������������ ������������ ������������

1HW�LQFRPH ���������� ���������� ���������

2WKHU�FRPSUHKHQVLYH�LQFRPH ��������� ��������� ������

$FTXLVLWLRQ�RI�QRQFRQWUROOLQJ�LQWHUHVWV ����������� � �

6WRFN�FRPSHQVDWLRQ ��������� ��������� ������

([HUFLVH�RI�ZDUUDQWV � ��������� ���������

([HUFLVH�RI�VWRFN�RSWLRQV ������� ������ �������

&RQYHUVLRQ�RI�FRQYHUWLEOH�QRWHV ���������� ��������� ���������

(QGLQJ�%DODQFH ����������� ���������� ����������

$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH�>0HPEHU@

%HJLQQLQJ�%DODQFH ��������� ��������� ���������

2WKHU�FRPSUHKHQVLYH�LQFRPH ��������� ��������� ������

(QGLQJ�%DODQFH ���������� ��������� ���������

$GGLWLRQDO�SDLG�LQ�FDSLWDO�>0HPEHU@

%HJLQQLQJ�%DODQFH ���������� ���������� ����������

$FTXLVLWLRQ�RI�QRQFRQWUROOLQJ�LQWHUHVWV ����������� � �

6WRFN�FRPSHQVDWLRQ ��������� ��������� ������

([HUFLVH�RI�ZDUUDQWV � ��������� ���������

([HUFLVH�RI�VWRFN�RSWLRQV ������� ������ �������

&RQYHUVLRQ�RI�FRQYHUWLEOH�QRWHV ���������� ��������� ���������

(QGLQJ�%DODQFH ���������� ���������� ����������

&RPPRQ�VWRFN�>0HPEHU@

%HJLQQLQJ�%DODQFH ����� ����� �����

%HJLQQLQJ�%DODQFH��6KDUHV� ���������� ���������� ����������

([HUFLVH�RI�ZDUUDQWV � �� ���

([HUFLVH�RI�ZDUUDQWV��6KDUHV� � ������� ���������

([HUFLVH�RI�VWRFN�RSWLRQV � � �

([HUFLVH�RI�VWRFN�RSWLRQV��6KDUHV� ������ ������ ������

&RQYHUVLRQ�RI�FRQYHUWLEOH�QRWHV ��� �� ��

&RQYHUVLRQ�RI�FRQYHUWLEOH�QRWHV��6KDUHV� ��������� ������� �������

(QGLQJ�%DODQFH ����� ����� �����

(QGLQJ�%DODQFH��6KDUHV� ���������� ���������� ����������

1RQFRQWUROOLQJ�LQWHUHVW�>0HPEHU@

%HJLQQLQJ�%DODQFH ���������� ���������� ���������

1HW�LQFRPH ���������� ���������� ����������

2WKHU�FRPSUHKHQVLYH�LQFRPH ��������� ��������� �������

$FTXLVLWLRQ�RI�'DOLQ � � ����������

'LYLGHQG�GHFODUHG�E\�VXEVLGLDULHV�WR�QRQFRQWUROOLQJ�LQWHUHVW ������������ ������������ �����������

$FTXLVLWLRQ�RI�QRQFRQWUROOLQJ�LQWHUHVWV ����������� ������ �

(QGLQJ�%DODQFH ���������� ���������� ����������

5HWDLQHG�HDUQLQJV�>0HPEHU@

%HJLQQLQJ�%DODQFH ���������� ���������� ����������

1HW�LQFRPH ���������� ���������� ���������

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



(QGLQJ�%DODQFH ���������� ���������� ����������

%HJLQQLQJ�%DODQFH ����������� ���������� ����������

1HW�LQFRPH ���������� ���������� ����������

2WKHU�FRPSUHKHQVLYH�LQFRPH ��������� ��������� �������

$FTXLVLWLRQ�RI�'DOLQ � � ����������

'LYLGHQG�GHFODUHG�E\�VXEVLGLDULHV�WR�QRQFRQWUROOLQJ�LQWHUHVW ������������ ������������ �����������

$FTXLVLWLRQ�RI�QRQFRQWUROOLQJ�LQWHUHVWV ����������� ������ �

6WRFN�FRPSHQVDWLRQ ��������� ��������� ������

([HUFLVH�RI�ZDUUDQWV � ��������� ���������

([HUFLVH�RI�VWRFN�RSWLRQV ������� ������ �������

&RQYHUVLRQ�RI�FRQYHUWLEOH�QRWHV ���������� ��������� ���������

(QGLQJ�%DODQFH ������������� ������������� ������������
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&KLQD� %LRORJLF� 3URGXFWV�� ,QF�� �WKH� ³&RPSDQ\´� RU� ³&%3´�
IRUPHUO\� NQRZQ� DV� ³*5&� +ROGLQJV�� ,QF�´�� ZDV� RULJLQDOO\
LQFRUSRUDWHG�LQ�WKH�6WDWH�RI�7H[DV�LQ�������2Q�-XO\����������
WKH�&RPSDQ\�DQG�LWV�WKHQ�SULQFLSOH�VKDUHKROGHUV�HQWHUHG�LQWR�D
VKDUH� H[FKDQJH�DJUHHPHQW� �WKH�³([FKDQJH�$JUHHPHQW´��ZLWK
7DLEDQJ� %LRORJLFDO� /WG�� �³7DLEDQJ� %LRORJLFDO´�� IRUPHUO\
NQRZQ�DV�³/RJLF�([SUHVV�/WG�´��� D�SULYDWHO\�KHOG� LQYHVWPHQW
KROGLQJ� FRPSDQ\� LQFRUSRUDWHG� RQ� -DQXDU\� ��� ����� XQGHU� WKH
ODZV�RI�WKH�%ULWLVK�9LUJLQ�,VODQGV��DQG�DOO�WKH�VKDUHKROGHUV�RI
7DLEDQJ� %LRORJLFDO� �WKH� ³7DLEDQJ� %LRORJLFDO� 6KDUHKROGHUV´��
3XUVXDQW�WR�WKH�WHUPV�RI�WKH�([FKDQJH�$JUHHPHQW��WKH�7DLEDQJ
%LRORJLFDO� 6KDUHKROGHUV� WUDQVIHUUHG� WR� WKH� &RPSDQ\� DOO� RI
WKHLU� VKDUHV� LQ� H[FKDQJH� IRU� ����������� VKDUHV� RI� WKH
&RPSDQ\¶V� FRPPRQ� VKDUHV� �WKH� ³6KDUH� ([FKDQJH´��� $V� D
UHVXOW� RI� WKH� 6KDUH� ([FKDQJH�� 7DLEDQJ� %LRORJLFDO� EHFDPH� D
ZKROO\�RZQHG� VXEVLGLDU\� RI� WKH� &RPSDQ\� DQG� WKH� 7DLEDQJ
%LRORJLFDO�6KDUHKROGHUV�UHFHLYHG�DSSUR[LPDWHO\�������RI�WKH
&RPSDQ\¶V� LVVXHG� DQG� RXWVWDQGLQJ� FRPPRQ� VKDUHV�
,PPHGLDWHO\� SULRU� WR� WKH� GDWH� RI� WKH� 6KDUH� ([FKDQJH�� WKH
&RPSDQ\�ZDV�D�SXEOLFO\�OLVWHG�VKHOO�HQWLW\�ZLWK�QR�RSHUDWLRQV
DQG�� 7DLEDQJ� %LRORJLFDO�� WKURXJK� LWV� ������� RZQHG
VXEVLGLDU\�� 6KDQGRQJ� 7DLEDQJ� %LRORJLFDO� 3URGXFWV� &R�� /WG�
�³6KDQGRQJ� 7DLEDQJ´��� ZDV� HQJDJHG� LQ� WKH� UHVHDUFK�
GHYHORSPHQW�� FRPPHUFLDOL]DWLRQ�� PDQXIDFWXUH� DQG� VDOH� RI
KXPDQ� EORRG� SURGXFWV� SULPDULO\� LQ� WKH� 3HRSOH¶V�5HSXEOLF� RI
&KLQD� �WKH� ³35&´� RU� &KLQD��� 7KH� 6KDUH� ([FKDQJH� ZDV
DFFRXQWHG� IRU� DV� D� UHYHUVH� UHFDSLWDOL]DWLRQ�� HTXLYDOHQW� WR� WKH
LVVXDQFH�RI�VWRFN�E\�7DLEDQJ�%LRORJLFDO�IRU�WKH�QHW�PRQHWDU\
DVVHWV� RI� WKH� &RPSDQ\� DFFRPSDQLHG� E\� D� UHFDSLWDOL]DWLRQ�
$IWHU� FRQVXPPDWLRQ� RI� WKH� 6KDUH� ([FKDQJH�� WKH� &RPSDQ\
FRQYHUWHG� LQWR�D�'HODZDUH�FRUSRUDWLRQ�DQG�FKDQJHG� LWV�QDPH
WR�&KLQD�%LRORJLF�3URGXFWV��,QF��RQ�-DQXDU\����������

7KH� &RPSDQ\�� WKURXJK� LWV� 35&� VXEVLGLDULHV�� LV� D
ELRSKDUPDFHXWLFDO�FRPSDQ\�WKDW�LV�SULQFLSDOO\�HQJDJHG�LQ�WKH
UHVHDUFK�� GHYHORSPHQW�� PDQXIDFWXULQJ� DQG� VDOHV� RI
SODVPD�EDVHG�SKDUPDFHXWLFDO� SURGXFWV� LQ� WKH�35&��7KH�35&
VXEVLGLDULHV� RZQ� DQG� RSHUDWH� SODVPD� VWDWLRQV� WKDW� SXUFKDVH
DQG� FROOHFW� SODVPD� IURP� LQGLYLGXDO� GRQRUV� IRU� D� IHH�� 7KH
SODVPD�LV�SURFHVVHG�LQWR�ILQLVKHG�JRRGV�DIWHU�SDVVLQJ�WKURXJK
D� VHULHV� RI� IUDFWLRQDWLQJ� SURFHVVHV�� $OO� RI� WKH� &RPSDQ\¶V
SURGXFWV� DUH� SUHVFULSWLRQ� PHGLFLQHV� WKDW� UHTXLUH� JRYHUQPHQW
DSSURYDO� EHIRUH� WKH� SURGXFWV� DUH� VROG� WR� FXVWRPHUV�� 7KH
&RPSDQ\� SULPDULO\� VHOOV� LWV� SURGXFWV� WR� KRVSLWDOV� DQG
LQRFXODWLRQ�FHQWHUV�GLUHFWO\�RU�WKURXJK�GLVWULEXWRUV�LQ�WKH�35&�

2Q� 6HSWHPEHU� ���� ������ WKH� &RPSDQ\�� WKURXJK� 7DLEDQJ
%LRORJLFDO�� HQWHUHG� LQWR� DQ� HTXLW\� SXUFKDVH� DJUHHPHQW� ZLWK
*XL\DQJ� 'DOLQ� %LRORJLF� 7HFKQRORJLHV� &R�� /WG�� �³'DOLQ´�
IRUPHUO\�NQRZQ�DV� ³&KRQJTLQJ�'DOLQ�%LRORJLF�7HFKQRORJLHV
&R��/WG�´���DQ�LQYHVWPHQW�KROGLQJ�FRPSDQ\��DQG�FHUWDLQ�HTXLW\
RZQHUV�RI�'DOLQ��WR�DFTXLUH�����HTXLW\�LQWHUHVW�RI�'DOLQ��7KH
SXUFKDVH� FRQVLGHUDWLRQ� IRU� WKH� ���� HTXLW\� LQWHUHVW� LQ� 'DOLQ
ZDV� 50%� ������������ �RU� DSSUR[LPDWHO\� ������������� LQ
FDVK�

$W� WKH� GDWH� RI� HQWHULQJ� LQWR� WKH� HTXLW\� SXUFKDVH� DJUHHPHQW�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



'DOLQ� KHOG� ���� HTXLW\� LQWHUHVW� LQ� *XL\DQJ� 4LDQIHQJ
%LRORJLFDO� 3URGXFWV� &R��� /WG�� �³4LDQIHQJ´��� ZKLFK
VXEVHTXHQWO\�FKDQJHG�LWV�QDPH�WR�*XL]KRX�7DLEDQJ�%LRORJLFDO
3URGXFWV� &R��� /WG�� �³*XL]KRX� 7DLEDQJ´�� RQ� 'HFHPEHU� ���
������ *XL]KRX� 7DLEDQJ� LV� LQ� FRPSOLDQFH� ZLWK� WKH� *RRG
0DQXIDFWXULQJ� 3UDFWLFHV� FHUWLILHG� E\� 6WDWH� )RRG� DQG� 'UXJ
$GPLQLVWUDWLRQ� �³6)'$´�� IRU� WKH� PDQXIDFWXULQJ�� VDOH� DQG
GLVWULEXWLRQ� RI� +XPDQ� $OEXPLQ�� +XPDQ� ,PPXQRJOREXOLQ�
+XPDQ� ,QWUDYHQRXV� ,PPXQRJOREXOLQ�� +XPDQ� +HSDWLWLV� %
,PPXQRJOREXOLQ�� +XPDQ� 7HWDQXV� ,PPXQRJOREXOLQ� DQG
+XPDQ�5DELHV�,PPXQH�*OREXOLQ�

7KH� &RPSDQ\� FRPSOHWHG� WKH� DFTXLVLWLRQ� RI� D� ���� HTXLW\
LQWHUHVW�LQ�'DOLQ�LQ�-DQXDU\�������2Q�'HFHPEHU�����������WKH
&RPSDQ\¶V� ���� HTXLW\� LQWHUHVW� LQ� 'DOLQ� ZDV� WUDQVIHUUHG� WR
7DLEDQJ� %LRWHFK� �6KDQGRQJ�� &R��� /WG�� �³7DLEDQJ� %LRWHFK´�
IRUPHUO\� NQRZQ� DV� ³/RJLF� 0DQDJHPHQW� &RQVXOWLQJ� �&KLQD�
&R���/WG�´���D�ZKROO\�RZQHG�VXEVLGLDU\�RI� WKH�&RPSDQ\��7KH
&RPSDQ\�HVWDEOLVKHG�7DLEDQJ�%LRWHFK�LQ�'HFHPEHU�������IRU
WKH�SXUSRVH�RI�EHLQJ�WKH�KROGLQJ�FRPSDQ\�RI� WKH�����HTXLW\
LQWHUHVW�LQ�'DOLQ�

2Q� $XJXVW� ��� ������ 7DLEDQJ� %LRWHFK� HVWDEOLVKHG� D
ZKROO\�RZQHG� VXEVLGLDU\�� /RJLF�7DLEDQJ�%LRORJLFDO� ,QVWLWXWH
�%HLMLQJ��� ZKLFK� VXEVHTXHQWO\� FKDQJHG� LWV� QDPH� WR� 7DLEDQJ
�%HLMLQJ�� 3KDUPDFHXWLFDO� 5HVHDUFK� ,QVWLWXWH� &R��� /WG�
�³7DLEDQJ� %HLMLQJ´�� RQ� -DQXDU\� ���� ������ 7KH� UHJLVWHUHG
FDSLWDO� RI� 7DLEDQJ� %HLMLQJ� LV� ��������� �50%� �� PLOOLRQ��
7DLEDQJ� %HLMLQJ� LV� SULQFLSDOO\� HQJDJHG� LQ� WKH� UHVHDUFK� DQG
GHYHORSPHQW� RI� SODVPD�EDVHG� SKDUPDFHXWLFDO� SURGXFWV�� 7KH
SXUSRVH� RI� VHWWLQJ� XS� 7DLEDQJ� %HLMLQJ� LV� WR� FRRUGLQDWH� WKH
UHVHDUFK� DQG� GHYHORSPHQW� DFWLYLWLHV� RI� WKH� &RPSDQ\¶V� 35&
VXEVLGLDULHV�

2Q� -DQXDU\� ���� ������ 6KDQGRQJ� 7DLEDQJ� DFTXLUHG� WKH
UHPDLQLQJ�����HTXLW\�LQWHUHVW�LQ�)DQJFKHQJ�3ODVPD�&RPSDQ\
IURP� WKH� QRQFRQWUROOLQJ� LQWHUHVW� VKDUHKROGHU� �VHH� 1RWH� ����
6LQFH� WKH� DGGLWLRQDO� SXUFKDVH� RI� ���� HTXLW\� LQWHUHVW� GLG� QRW
UHVXOW� LQ�D�FKDQJH�RI� WKH�&RPSDQ\¶V�FRQWURO�RYHU�)DQJFKHQJ
3ODVPD� &RPSDQ\�� WKLV� WUDQVDFWLRQ� ZDV� DFFRXQWHG� IRU� DV� DQ
HTXLW\� WUDQVDFWLRQ�� $IWHU� WKH� DFTXLVLWLRQ�� )DQJFKHQJ� 3ODVPD
&RPSDQ\� EHFDPH� D� ZKROO\�RZQHG� VXEVLGLDU\� RI� 6KDQGRQJ
7DLEDQJ�

2Q� -XO\� ��� ������ 7DLEDQJ� %LRWHFK� HQWHUHG� LQWR� DQ� HTXLW\
SXUFKDVH�DJUHHPHQW�ZLWK�6KDQGRQJ�7DLEDQJ��WR�DFTXLUH�����
RI�WKH�HTXLW\�LQWHUHVW�LQ�6KDQGRQJ�7DLEDQJ�0HGLFDO�&RPSDQ\
�³7DLEDQJ�0HGLFDO´���D�ZKROO\�RZQHG�VXEVLGLDU\�RI�6KDQGRQJ
7DLEDQJ��7KH�FDVK�FRQVLGHUDWLRQ�RI�WKH������HTXLW\�LQWHUHVW�LQ
7DLEDQJ� 0HGLFDO� ZDV� 50%� ���������� �DSSUR[LPDWHO\
�����������7KH� WUDQVDFWLRQ�ZDV� FRPSOHWHG� RQ�6HSWHPEHU� ���
������7KH�SXUSRVH�RI�WKLV�WUDQVDFWLRQ�LV�WR�HIIHFWLYHO\�DFTXLUH
WKH��������HTXLW\�LQWHUHVW�LQ�7DLEDQJ�0HGLFDO�LQGLUHFWO\�KHOG
E\� WKH� QRQFRQWUROOLQJ� LQWHUHVW� KROGHU� RI� 6KDQGRQJ� 7DLEDQJ�
DQG�WR�HQDEOH�WKH�&RPSDQ\�WR�FRQVROLGDWH�LWV�UHVRXUFHV�LQ�WKH
VDOHV� DQG� PDUNHWLQJ� RI� 6KDQGRQJ� 7DLEDQJ� DQG� *XL]KRX
7DLEDQJ¶V�SURGXFWV��7KLV� WUDQVDFWLRQ�ZDV�DFFRXQWHG�IRU�DV�DQ
HTXLW\�WUDQVDFWLRQ�

2Q� 1RYHPEHU� ���� ������ WKH� &RPSDQ\� HVWDEOLVKHG� 4LDQIHQJ
%LRORJLFDO� 6FLHQFH� &RPSDQ\� �³4LDQIHQJ� %LRORJLF´�� IRU� WKH
SXUSRVH� RI� UHVHDUFK� DQG� GHYHORSPHQW� RI� SODFHQWD� EDVHG
SURGXFWV��$V�RI�'HFHPEHU�����������4LDQIHQJ�%LRORJLF��ZKLFK
LV� D� ZKROO\�RZQHG� VXEVLGLDU\� RI� *XL]KRX� 7DLEDQJ�� GLG� QRW
FRPPHQFH�RSHUDWLRQV�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ



2Q� -DQXDU\� ��� ������7DLEDQJ�%LRWHFK� HQWHUHG� LQWR� DQ� HTXLW\
WUDQVIHU� DJUHHPHQW� �WKH� ³(TXLW\� 7UDQVIHU� $JUHHPHQW´�� ZLWK
6KDRZHQ� )DQ�� D� 35&� LQGLYLGXDO�� 3XUVXDQW� WR� WKH� (TXLW\
7UDQVIHU�$JUHHPHQW�� 7DLEDQJ� %LRWHFK� DJUHHG� WR� DFTXLUH� WKH
UHPDLQLQJ�����QRQFRQWUROOLQJ�LQWHUHVW�LQ�'DOLQ�IURP�6KDRZHQ
)DQ� IRU� D� SXUFKDVH� SULFH� RI�50%����PLOOLRQ� �DSSUR[LPDWHO\
������������� 7KH� WUDQVDFWLRQ� ZDV� FRPSOHWHG� RQ� -DQXDU\� ���
�����DQG�'DOLQ�EHFDPH�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�7DLEDQJ
%LRWHFK�� 7KH� FDUU\LQJ� DPRXQW� RI� QRQFRQWUROOLQJ� LQWHUHVW� LQ
'DOLQ�DW�WLPH�RI�WKH�WUDQVDFWLRQ�ZDV�������������7KH�H[FHVV�RI
WKH�SXUFKDVH�SULFH�RYHU�WKH�FDUU\LQJ�DPRXQW�RI�FRUUHVSRQGLQJ
QRQFRQWUROOLQJ� LQWHUHVW� ZDV� UHFRUGHG� LQ� DGGLWLRQDO� SDLG�LQ
FDSLWDO�

2Q�-XO\�����������WKH�*XL]KRX�3URYLQFLDO�+HDOWK�'HSDUWPHQW
LVVXHG� WKH� UHYLVHG� ³3ODQ� IRU� *XL]KRX� 3URYLQFLDO� %ORRG
&ROOHFWLRQ�,QVWLWXWLRQDO�6HWWLQJ������������´��ZKLFK�VWLSXODWHV
WKH� QXPEHU� RI� FRXQWLHV� WKDW� DUH� SHUPLWWHG� WR� VHW� XS� SODVPD
FROOHFWLRQ� VWDWLRQV� LQ� *XL]KRX� 3URYLQFH� LV� OLPLWHG� WR� IRXU
FRXQWLHV� �WKH� ³*XL]KRX� 3ODQ´��� $V� D� UHVXOW� RI� WKH
LPSOHPHQWDWLRQ� RI� WKH� *XL]KRX� 3ODQ�� WKH� OLFHQVHV� RI� IRXU
SODVPD�FROOHFWLRQ�VWDWLRQV�LQ�'DQ�=KDL��:HL�1LQJ��6DQ�6XL�DQG
1D� <RQJ� FRXQWLHV� RZQHG� E\� *XL]KRX� 7DLEDQJ� ZHUH� QRW
UHQHZHG� DIWHU� WKHLU� UHVSHFWLYH� SODVPD� FROOHFWLRQ� SHUPLWV
H[SLUHG� DW� WKH� HQG� RI� -XO\� ������ 7KH� OLFHQVHV� RI� LWV� SODVPD
FROOHFWLRQ� VWDWLRQV� LQ� 3X� 'LQJ� DQG� +XDQJ� 3LQJ� FRXQWLHV
�ORFDWLRQV� SHUPLWWHG� XQGHU� WKH� *XL]KRX� 3ODQ�� ZHUH� UHQHZHG
XQWLO� -XO\� ���� ������ ,Q� DGGLWLRQ��*XL]KRX�7DLEDQJ¶V� LQDFWLYH
SODVPD� FROOHFWLRQ� VWDWLRQ� LQ� *XL]KRX� 3URYLQFH� WKDW� ZDV
SXUFKDVHG�IURP�WKH�JRYHUQPHQW�LQ������LV�XQOLNHO\�WR�REWDLQ�D
OLFHQVH� DV� SODQQHG�� EHFDXVH� LW� LV� LQ� =KHQJ\XDQ� &RXQW\�� D
FRXQW\�QRW�LQFOXGHG�LQ�WKH�*XL]KRX�3ODQ�
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3ULQFLSOHV�RI�&RQVROLGDWLRQ�DQG�%DVLV�RI�3UHVHQWDWLRQ

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�WKH�&RPSDQ\
KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ
SULQFLSOHV�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD��³*$$3´���DQG�LQFOXGH�WKH
ILQDQFLDO� VWDWHPHQWV� RI� WKH� &RPSDQ\� DQG� LWV� VXEVLGLDULHV�� $OO
VLJQLILFDQW� LQWHUFRPSDQ\� EDODQFHV� DQG� WUDQVDFWLRQV� KDYH� EHHQ
HOLPLQDWHG�XSRQ�FRQVROLGDWLRQ�

8VH�RI�(VWLPDWHV

7KH� SUHSDUDWLRQ� RI� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� LQ� FRQIRUPLW\
ZLWK�*$$3�UHTXLUHV�PDQDJHPHQW�WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV
WKDW� DIIHFW� WKH� UHSRUWHG� DPRXQWV� RI� DVVHWV� DQG� OLDELOLWLHV� DQG
GLVFORVXUHV� RI� FRQWLQJHQW� DVVHWV� DQG� OLDELOLWLHV� DW� WKH� GDWH� RI� WKH
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�WKH�UHSRUWHG�DPRXQWV�RI�UHYHQXH
DQG�H[SHQVHV�GXULQJ� WKH�UHSRUWLQJ�SHULRG��$FWXDO� UHVXOWV�FRXOG�GLIIHU
IURP�WKRVH�HVWLPDWHV��6LJQLILFDQW�LWHPV�VXEMHFW�WR�VXFK�HVWLPDWHV�DQG
DVVXPSWLRQV�LQFOXGH�WKH�XVHIXO�OLYHV�RI�IL[HG�DVVHWV��WKH�DOORZDQFH�IRU
GRXEWIXO� DFFRXQWV�� WKH� IDLU� YDOXH� GHWHUPLQDWLRQV� RI� ILQDQFLDO� DQG
HTXLW\� LQVWUXPHQWV� DQG� VWRFN� FRPSHQVDWLRQ� DZDUGV�� DVVHWV� DFTXLUHG
DQG�OLDELOLWLHV�DVVXPHG�LQ�D�EXVLQHVV�FRPELQDWLRQ��WKH�UHDOL]DELOLW\�RI
GHIHUUHG� WD[� DVVHWV� DQG� LQYHQWRULHV�� WKH� UHFRYHUDELOLW\� RI� JRRGZLOO�
LQWDQJLEOH�DVVHW��ODQG�XVH�ULJKW�DQG�SURSHUW\��SODQW�DQG�HTXLSPHQW��DQG
DFFUXDOV� IRU� LQFRPH� WD[� XQFHUWDLQWLHV� DQG� RWKHU� FRQWLQJHQFLHV�� 7KH
FXUUHQW�HFRQRPLF�HQYLURQPHQW�KDV�LQFUHDVHG�WKH�GHJUHH�RI�XQFHUWDLQW\
LQKHUHQW�LQ�WKRVH�HVWLPDWHV�DQG�DVVXPSWLRQV�

)RUHLJQ�&XUUHQF\�7UDQVODWLRQ

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�WKH�&RPSDQ\
DUH� UHSRUWHG� LQ� 86� GROODU�� 7KH� ILQDQFLDO� SRVLWLRQ� DQG� UHVXOWV� RI
RSHUDWLRQV� RI� WKH� &RPSDQ\¶V� VXEVLGLDULHV� LQ� WKH� 35&� DUH�PHDVXUHG
XVLQJ� WKH� 5HQPLQEL�� ZKLFK� LV� WKH� ORFDO� DQG� IXQFWLRQDO� FXUUHQF\� RI
WKHVH�HQWLWLHV��$VVHWV�DQG�OLDELOLWLHV�RI�WKH�VXEVLGLDULHV�DUH�WUDQVODWHG�DW
WKH� SUHYDLOLQJ� H[FKDQJH� UDWH� LQ� HIIHFW� DW� HDFK� SHULRG� HQG�� ,QFRPH
VWDWHPHQW� DFFRXQWV� DUH� WUDQVODWHG� DW� WKH� DYHUDJH� UDWH� RI� H[FKDQJH
GXULQJ� WKH� SHULRG�� 7UDQVODWLRQ� DGMXVWPHQWV� DUH� LQFOXGHG� LQ� RWKHU
FRPSUHKHQVLYH� LQFRPH� LQ� WKH� FRQVROLGDWHG� VWDWHPHQWV� RI
FRPSUHKHQVLYH�LQFRPH�

5HYHQXH�5HFRJQLWLRQ

5HYHQXH� LV� UHFRJQL]HG�ZKHQ�SHUVXDVLYH� HYLGHQFH�RI� DQ�DUUDQJHPHQW
H[LVWV��GHOLYHU\�RI�WKH�SURGXFW�KDV�RFFXUUHG��WKH�VDOHV�SULFH�LV�IL[HG�RU
GHWHUPLQDEOH� DQG� FROOHFWDELOLW\� LV� UHDVRQDEO\� DVVXUHG��7KH�&RPSDQ\
PDLQO\�VHOOV�KXPDQ�DOEXPLQ�DQG�KXPDQ�LPPXQRJOREXOLQ�WR�KRVSLWDOV�
LQRFXODWLRQ�FHQWHUV�DQG�SKDUPDFHXWLFDO�GLVWULEXWRUV��)RU�DOO�VDOHV�� WKH
&RPSDQ\�UHTXLUHV�D�FRQWUDFW�RU�SXUFKDVH�RUGHU��ZKLFK�VSHFLI\�SULFLQJ�
TXDQWLW\� DQG� SURGXFW� VSHFLILFDWLRQV�� 'HOLYHU\� RI� WKH� SURGXFW� RFFXUV
ZKHQ�WKH�FXVWRPHU�UHFHLYHV�WKH�SURGXFW��ZKLFK�LV�ZKHQ�WKH�ULVNV�DQG
UHZDUGV� RI� RZQHUVKLS� KDYH� EHHQ� WUDQVIHUUHG�� $� VLJQHG� FXVWRPHU
DFFHSWDQFH� IRUP� HYLGHQFHV� GHOLYHU\� RI� WKH� SURGXFW�� 6DOHV� DUH
SUHVHQWHG� QHW� RI� DQ\� GLVFRXQWV� JLYHQ� WR� FXVWRPHUV�� )RU� WKH� \HDUV
HQGHG�'HFHPEHU����������������DQG�������WKHUH�ZDV�QR�VDOHV�UHWXUQ
IURP�WKH�FXVWRPHUV�
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)DLU�9DOXH�0HDVXUHPHQWV

7KH�&RPSDQ\�DSSOLHV� WKH�SURYLVLRQV�RI�$6&�6XEWRSLF���������)DLU
9DOXH�0HDVXUHPHQWV���IRU�IDLU�YDOXH�PHDVXUHPHQWV�RI�ILQDQFLDO�DVVHWV
DQG� ILQDQFLDO� OLDELOLWLHV� DQG� IRU� IDLU� YDOXH� PHDVXUHPHQWV� RI
QRQILQDQFLDO�LWHPV�WKDW�DUH�UHFRJQL]HG�RU�GLVFORVHG�DW�IDLU�YDOXH�LQ�WKH
ILQDQFLDO� VWDWHPHQWV�� $6&� 6XEWRSLF� ������� DOVR� HVWDEOLVKHV� D
IUDPHZRUN� IRU� PHDVXULQJ� IDLU� YDOXH� DQG� H[SDQGV� GLVFORVXUHV� DERXW
IDLU� YDOXH� PHDVXUHPHQWV�� 7KH� &RPSDQ\� KDV� LQFOXGHG� WKHVH
GLVFORVXUHV�LQ�1RWH����RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

$6&� 6XEWRSLF� ������� GHILQHV� IDLU� YDOXH� DV� WKH� SULFH� WKDW� ZRXOG� EH
UHFHLYHG� WR� VHOO� DQ� DVVHW� RU� SDLG� WR� WUDQVIHU� D� OLDELOLW\� LQ� DQ� RUGHUO\
WUDQVDFWLRQ� EHWZHHQ� PDUNHW� SDUWLFLSDQWV� DW� WKH� PHDVXUHPHQW� GDWH�
:KHQ� GHWHUPLQLQJ� WKH� IDLU� YDOXH� PHDVXUHPHQWV� IRU� DVVHWV� DQG
OLDELOLWLHV� UHTXLUHG� RU� SHUPLWWHG� WR� EH� UHFRUGHG� DW� IDLU� YDOXH�� WKH
&RPSDQ\� FRQVLGHUV� WKH� SULQFLSDO� RU� PRVW� DGYDQWDJHRXV� PDUNHW� LQ
ZKLFK� LW� ZRXOG� WUDQVDFW� DQG� LW� FRQVLGHUV� DVVXPSWLRQV� WKDW� PDUNHW
SDUWLFLSDQWV�ZRXOG�XVH�ZKHQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\�

$6&�6XEWRSLF��������HVWDEOLVKHV�D�IDLU�YDOXH�KLHUDUFK\�WKDW�UHTXLUHV
DQ�HQWLW\�WR�PD[LPL]H�WKH�XVH�RI�REVHUYDEOH�LQSXWV�DQG�PLQLPL]H�WKH
XVH�RI�XQREVHUYDEOH�LQSXWV�ZKHQ�PHDVXULQJ�IDLU�YDOXH��$6&�6XEWRSLF
�������HVWDEOLVKHV�WKUHH�OHYHOV�RI�LQSXWV�WKDW�PD\�EH�XVHG�WR�PHDVXUH
IDLU� YDOXH�� 7KH� KLHUDUFK\� JLYHV� WKH� KLJKHVW� SULRULW\� WR� XQDGMXVWHG
TXRWHG�SULFHV�LQ�DFWLYH�PDUNHWV�IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV��/HYHO
��PHDVXUHPHQWV�� DQG� WKH� ORZHVW� SULRULW\� WR�PHDVXUHPHQWV� LQYROYLQJ
VLJQLILFDQW� XQREVHUYDEOH� LQSXWV� �/HYHO� �� PHDVXUHPHQWV��� 7KH� WKUHH
OHYHOV�RI�WKH�IDLU�YDOXH�KLHUDUFK\�DUH�DV�IROORZV�

/HYHO� �� LQSXWV� DUH� TXRWHG� SULFHV� �XQDGMXVWHG�� LQ� DFWLYH
PDUNHWV� IRU� LGHQWLFDO� DVVHWV� RU� OLDELOLWLHV� WKDW� WKH� &RPSDQ\
KDV�WKH�DELOLW\�WR�DFFHVV�DW�WKH�PHDVXUHPHQW�GDWH�

x�

/HYHO� �� LQSXWV� DUH� LQSXWV� RWKHU� WKDQ�TXRWHG�SULFHV� LQFOXGHG
ZLWKLQ�/HYHO��� WKDW� DUH�REVHUYDEOH� IRU� WKH� DVVHW� RU� OLDELOLW\�
HLWKHU�GLUHFWO\�RU�LQGLUHFWO\�

x�

/HYHO� �� LQSXWV� DUH� XQREVHUYDEOH� LQSXWV� IRU� WKH� DVVHW� RU
OLDELOLW\�

x�

7KH� OHYHO� LQ� WKH� IDLU� YDOXH� KLHUDUFK\� ZLWKLQ� ZKLFK� D� IDLU� YDOXH
PHDVXUHPHQW�LQ�LWV�HQWLUHW\�IDOOV�LV�EDVHG�RQ�WKH�ORZHVW�OHYHO�LQSXW�WKDW
LV�VLJQLILFDQW�WR�WKH�IDLU�YDOXH�PHDVXUHPHQW�LQ�LWV�HQWLUHW\�

&DVK�DQG�FDVK�HTXLYDOHQWV

&DVK�DQG�FDVK�HTXLYDOHQWV�LQFOXGH�FDVK�RQ�KDQG�DQG�GHPDQG�GHSRVLWV�
7KH� &RPSDQ\� FRQVLGHUV� DOO� KLJKO\� OLTXLG� LQYHVWPHQWV� ZLWK� RULJLQDO
PDWXULWLHV� RI� WKUHH�PRQWK� RU� OHVV� DW� WKH� WLPH�RI� SXUFKDVH� WR� EH� FDVK
HTXLYDOHQWV�� $V� RI� 'HFHPEHU� ���� ����� DQG� ������ WKH� &RPSDQ\
PDLQWDLQHG�FDVK�DW�EDQNV�LQ�WKH�IROORZLQJ�ORFDWLRQV�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
35&��H[FOXGLQJ
+RQJ�.RQJ

� ������������ � ������������

+RQJ�.RQJ � �� � ������
8�6� � �������� � ��������
�������7RWDO � ������������ � ������������

$FFRXQWV�5HFHLYDEOH�DQG�$OORZDQFH�IRU�'RXEWIXO�$FFRXQWV

$FFRXQWV� UHFHLYDEOH�DUH� UHFRUGHG�DW� WKH� LQYRLFHG�DPRXQW�DQG�GR�QRW
EHDU� LQWHUHVW�� 7KH� &RPSDQ\� PDLQWDLQV� DQ� DOORZDQFH� IRU� GRXEWIXO
DFFRXQWV� IRU� HVWLPDWHG� ORVVHV� LQKHUHQW� LQ� LWV� DFFRXQWV� UHFHLYDEOH
SRUWIROLR�� ,Q� HVWDEOLVKLQJ� WKH� UHTXLUHG� DOORZDQFH�� PDQDJHPHQW
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FRQVLGHUV� KLVWRULFDO� ORVVHV�� WKH� FXVWRPHUV¶� ILQDQFLDO� FRQGLWLRQ�� WKH
DPRXQW� RI� DFFRXQWV� UHFHLYDEOHV� LQ� GLVSXWH�� WKH� DFFRXQWV� UHFHLYDEOHV
DJLQJ� DQG� FXVWRPHUV¶� SD\PHQW� SDWWHUQV�� 7KH� &RPSDQ\� UHYLHZV� LWV
DOORZDQFH� IRU� GRXEWIXO� DFFRXQWV� PRQWKO\�� 3DVW� GXH� EDODQFHV� DUH
UHYLHZHG�LQGLYLGXDOO\�IRU�FROOHFWDELOLW\��$FFRXQW�EDODQFHV�DUH�FKDUJHG
RII� DJDLQVW� WKH� DOORZDQFH� DIWHU� DOO� PHDQV� RI� FROOHFWLRQ� KDYH� EHHQ
H[KDXVWHG� DQG� WKH� SRWHQWLDO� IRU� UHFRYHU\� LV� FRQVLGHUHG� UHPRWH�� 7KH
&RPSDQ\�GRHV�QRW�KDYH�DQ\�RII�EDODQFH�VKHHW�FUHGLW�H[SRVXUH�UHODWHG
WR�LWV�FXVWRPHUV�

,QYHQWRULHV

,QYHQWRULHV� DUH� VWDWHG� DW� WKH� ORZHU� RI� FRVW� RU� PDUNHW�� &RVW� LV
GHWHUPLQHG� XVLQJ� WKH� ZHLJKWHG� DYHUDJH� PHWKRG�� &RVW� RI� ZRUN� LQ
SURJUHVV� DQG� ILQLVKHG� JRRGV� FRPSULVH� GLUHFW� PDWHULDOV�� GLUHFW
SURGXFWLRQ�FRVWV�DQG�DQ�DOORFDWLRQ�RI�SURGXFWLRQ�RYHUKHDGV�EDVHG�RQ
QRUPDO�RSHUDWLQJ�FDSDFLW\�

3URSHUW\��3ODQW�DQG�(TXLSPHQW

3URSHUW\�� SODQW� DQG� HTXLSPHQW� DUH� VWDWHG� DW� FRVW� OHVV� DFFXPXODWHG
GHSUHFLDWLRQ�� 'HSUHFLDWLRQ� RQ� SURSHUW\�� SODQW� DQG� HTXLSPHQW� LV
FDOFXODWHG�RQ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�HVWLPDWHG�XVHIXO�OLYHV
RI�WKH�DVVHWV��(VWLPDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV�DUH�DV�IROORZV�

%XLOGLQJV ���\HDUV
0DFKLQHU\�DQG�HTXLSPHQW ���\HDUV
)XUQLWXUH��IL[WXUHV��RIILFH�HTXLSPHQW�DQG�YHKLFOHV �����\HDUV

(TXLW\�PHWKRG�LQYHVWPHQW

,QYHVWPHQW� LQ� DQ� LQYHVWHH� LQ� ZKLFK� WKH� &RPSDQ\� KDV� WKH� DELOLW\� WR
H[HUFLVH�VLJQLILFDQW�LQIOXHQFH��EXW�GRHV�QRW�KDYH�D�FRQWUROOLQJ�LQWHUHVW
LV� DFFRXQWHG� IRU� XVLQJ� WKH� HTXLW\� PHWKRG�� 6LJQLILFDQW� LQIOXHQFH� LV
JHQHUDOO\� SUHVXPHG� WR� H[LVW� ZKHQ� WKH� &RPSDQ\� KDV� DQ� RZQHUVKLS
LQWHUHVW�LQ�WKH�YRWLQJ�VWRFN�EHWZHHQ�����DQG������DQG�RWKHU�IDFWRUV�
VXFK� DV� UHSUHVHQWDWLRQ�RQ� WKH� ERDUG� RI� GLUHFWRUV� DQG�SDUWLFLSDWLRQ� LQ
SROLF\�PDNLQJ� SURFHVVHV�� DUH� FRQVLGHUHG� LQ� GHWHUPLQLQJ�ZKHWKHU� WKH
HTXLW\�PHWKRG�RI�DFFRXQWLQJ�LV�DSSURSULDWH��8QGHU�WKH�HTXLW\�PHWKRG
RI� DFFRXQWLQJ�� WKH� &RPSDQ\¶V� VKDUH� RI� WKH� LQYHVWHH¶V� UHVXOWV� RI
RSHUDWLRQV� LV� LQFOXGHG� LQ� RWKHU� LQFRPH� �H[SHQVH�� LQ� WKH� &RPSDQ\¶V
FRQVROLGDWHG� VWDWHPHQWV� RI� FRPSUHKHQVLYH� LQFRPH�� 7KH� &RPSDQ\
UHFRJQL]HV�D�ORVV�LI�LW�LV�GHWHUPLQHG�WKDW�RWKHU�WKDQ�WHPSRUDU\�GHFOLQH
LQ�WKH�YDOXH�RI�WKH�LQYHVWPHQW�H[LVWV�

,QWDQJLEOH�$VVHWV

,QWDQJLEOH� DVVHWV� DUH� VWDWHG� DW� FRVW� OHVV� DFFXPXODWHG� DPRUWL]DWLRQ�
$PRUWL]DWLRQ�H[SHQVH�LV�UHFRJQL]HG�RQ�WKH�VWUDLJKW�OLQH�EDVLV�RYHU�WKH
DVVHWV¶� HVWLPDWHG� XVHIXO� OLIH�� DV� WKH� SDWWHUQ� LQ� ZKLFK� WKH� HFRQRPLF
EHQHILWV� RI� WKH� LQWDQJLEOH� DVVHWV� DUH� XVHG� XS� FDQQRW� EH� UHOLDEO\
GHWHUPLQHG�� 7KH� HVWLPDWHG� XVHIXO� OLYH� LV� WKH� SHULRG� RYHU� ZKLFK� WKH
LQWDQJLEOH�DVVHW� LV�H[SHFWHG� WR�FRQWULEXWH�GLUHFWO\�RU� LQGLUHFWO\� WR� WKH
IXWXUH� FDVK� IORZV� RI� WKH�&RPSDQ\��7KH�&RPSDQ\� KDV� QR� LQWDQJLEOH
DVVHWV� ZLWK� LQGHILQLWH� XVHIXO� OLYHV�� 7KH� HVWLPDWH� XVHIXO� OLYHV� RI
LQWDQJLEOH�DVVHWV�DUH�DV�IROORZV�

3HUPLWV�DQG�OLFHQVHV ���\HDUV
*03�&HUWLILFDWH ����\HDUV
/RQJ�WHUP�FXVWRPHU�UHODWLRQVKLS ��\HDUV

/DQG�XVH�ULJKW�V

/DQG� XVH� ULJKWV� UHSUHVHQW� WKH� H[FOXVLYH� ULJKW� WR� RFFXS\� DQG� XVH� D
SLHFH� RI� ODQG� LQ� WKH�35&� IRU� D� VSHFLILHG� FRQWUDFWXDO� WHUP��/DQG�XVH
ULJKWV�DUH�FDUULHG�DW�FRVW��OHVV�DFFXPXODWHG�DPRUWL]DWLRQ��$PRUWL]DWLRQ
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LV�FDOFXODWHG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�OLYHV�RI�WKH�ULJKWV
UDQJLQJ�IURP����WR����\HDUV�

*RRGZLOO

*RRGZLOO�UHSUHVHQWV�WKH�H[FHVV�RI�WKH�FRVW�RI�DQ�DFTXLVLWLRQ�RYHU�WKH
IDLU�YDOXH�RI�WKH�QHW�DVVHWV�DFTXLUHG��*RRGZLOO�LV�QRW�DPRUWL]HG��EXW�LV
LQVWHDG� WHVWHG� IRU� LPSDLUPHQW��*RRGZLOO� LV� UHYLHZHG� IRU� LPSDLUPHQW
DQQXDOO\�DW� UHSRUWLQJ�XQLW� OHYHO� LQ�DFFRUGDQFH�ZLWK� WKH�SURYLVLRQV�RI
)$6%� $6&� 7RSLF� ���� � ,QWDQJLEOHV� �� *RRGZLOO� DQG� 2WKHU� � 7KH
JRRGZLOO� LPSDLUPHQW� WHVW� LV� D� WZR�VWHS� WHVW��8QGHU� WKH� ILUVW� VWHS�� WKH
IDLU� YDOXH� RI� WKH� UHSRUWLQJ� XQLW� LV� FRPSDUHG� ZLWK� LWV� FDUU\LQJ� YDOXH
�LQFOXGLQJ�JRRGZLOO���,I�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�LV�OHVV�WKDQ
LWV�FDUU\LQJ�YDOXH��DQ�LQGLFDWLRQ�RI�JRRGZLOO�LPSDLUPHQW�H[LVWV�IRU�WKH
UHSRUWLQJ� XQLW� DQG� WKH� HQWHUSULVH� PXVW� SHUIRUP� VWHS� WZR� RI� WKH
LPSDLUPHQW�WHVW��PHDVXUHPHQW���8QGHU�VWHS�WZR��DQ�LPSDLUPHQW�ORVV�LV
UHFRJQL]HG� IRU� DQ\� H[FHVV� RI� WKH� FDUU\LQJ� DPRXQW� RI� WKH� UHSRUWLQJ
XQLW¶V� JRRGZLOO� RYHU� WKH� LPSOLHG� IDLU� YDOXH� RI� WKDW� JRRGZLOO�� 7KH
LPSOLHG� IDLU� YDOXH� RI� JRRGZLOO� LV� GHWHUPLQHG� E\� DOORFDWLQJ� WKH� IDLU
YDOXH� RI� WKH� UHSRUWLQJ� XQLW� LQ� D� PDQQHU� VLPLODU� WR� D� SXUFKDVH� SULFH
DOORFDWLRQ� DQG� WKH� UHVLGXDO� IDLU� YDOXH� DIWHU� WKLV� DOORFDWLRQ� LV� WKH
LPSOLHG� IDLU� YDOXH� RI� WKH� UHSRUWLQJ� XQLW� JRRGZLOO�� 7KH� &RPSDQ\
GHWHUPLQHV� LW� KDV� RQH� UHSRUWLQJ� XQLW�� ZKLFK� LV� WKH� &RPSDQ\� DV� D
ZKROH��)DLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�LV�GHWHUPLQHG�XVLQJ�WKH�TXRWHG
PDUNHW�SULFH�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN��,I�WKH�IDLU�YDOXH�RI�WKH
UHSRUWLQJ�XQLW�H[FHHGV�LWV�FDUU\LQJ�YDOXH��VWHS�WZR�GRHV�QRW�QHHG�WR�EH
SHUIRUPHG�

7KH�&RPSDQ\�SHUIRUPV�LWV�DQQXDO� LPSDLUPHQW�UHYLHZ�RI�JRRGZLOO�DW
HDFK� 'HFHPEHU� ���� DQG� ZKHQ� D� WULJJHULQJ� HYHQW� RFFXUV� EHWZHHQ
DQQXDO� LPSDLUPHQW� WHVWV�� 7KH� &RPSDQ\� UHFRJQL]HG� D� JRRGZLOO
LPSDLUPHQW� ORVV� RI� ������������ IRU� WKH� \HDU� HQGHG� 'HFHPEHU� ���
�����DV�GHVFULEHG�LQ�1RWH����1R�LPSDLUPHQW�RI�JRRGZLOO�ZDV�UHFRUGHG
IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������

5HVHDUFK�DQG�'HYHORSPHQW�([SHQVHV

5HVHDUFK�DQG�GHYHORSPHQW�FRVWV� DUH�H[SHQVHG�DV� LQFXUUHG��5HVHDUFK
DQG� GHYHORSPHQW� H[SHQVHV� IRU� WKH� \HDUV� HQGHG�'HFHPEHU� ���� �����
����� DQG� ����� ZHUH� ������������ ����������� DQG� �����������
UHVSHFWLYHO\�� 7KHVH� H[SHQVHV� LQFOXGH� WKH� FRVWV� RI� WKH� &RPSDQ\¶V
LQWHUQDO�UHVHDUFK�DQG�GHYHORSPHQW�DFWLYLWLHV�

3URGXFW�/LDELOLW\

7KH�&RPSDQ\¶V�SURGXFWV�DUH�FRYHUHG�E\�WZR�VHSDUDWH�SURGXFW�OLDELOLW\
LQVXUDQFHV� HDFK�ZLWK� FRYHUDJHV� RI� DSSUR[LPDWHO\� ����������� �50%
������������IRU�WKH�SURGXFWV�VROG�E\�6KDQGRQJ�7DLEDQJ�DQG�*XL]KRX
7DLEDQJ�� UHVSHFWLYHO\�� 7KHUH� ZHUH� QR� SURGXFW� OLDELOLW\� FODLPV� DV� RI
'HFHPEHU����������DQG������

,QFRPH�7D[HV

,QFRPH�WD[HV�DUH�DFFRXQWHG�IRU�XQGHU� WKH�DVVHW�DQG� OLDELOLW\�PHWKRG�
'HIHUUHG� WD[� DVVHWV� DQG� OLDELOLWLHV� DUH� UHFRJQL]HG� IRU� WKH� IXWXUH� WD[
FRQVHTXHQFHV� DWWULEXWDEOH� WR� GLIIHUHQFHV� EHWZHHQ� WKH� ILQDQFLDO
VWDWHPHQW�FDUU\LQJ�DPRXQWV�RI�H[LVWLQJ�DVVHWV�DQG�OLDELOLWLHV�DQG�WKHLU
UHVSHFWLYH� WD[� EDVHV� DQG� WD[� ORVV� DQG� WD[� FUHGLW� FDUU\IRUZDUGV�
'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�PHDVXUHG�XVLQJ�HQDFWHG�WD[�UDWHV
H[SHFWHG� WR� DSSO\� WR� WD[DEOH� LQFRPH� LQ� WKH� \HDUV� LQ� ZKLFK� WKRVH
WHPSRUDU\� GLIIHUHQFHV� DUH� H[SHFWHG� WR� EH� UHFRYHUHG� RU� VHWWOHG�� 7KH
HIIHFW�RQ�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�RI�D�FKDQJH�LQ�WD[�UDWHV�LV
UHFRJQL]HG� LQ� WKH� FRQVROLGDWHG� VWDWHPHQWV� RI� FRPSUHKHQVLYH� LQFRPH
LQ�WKH�SHULRG�WKDW�LQFOXGHV�WKH�HQDFWPHQW�GDWH��$�YDOXDWLRQ�DOORZDQFH
LV� SURYLGHG� WR� UHGXFH� WKH� DPRXQW� RI� GHIHUUHG� WD[� DVVHWV� LI� LW� LV
FRQVLGHUHG� PRUH� OLNHO\� WKDQ� QRW� WKDW� VRPH� SRUWLRQ� RU� DOO� RI� WKH
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GHIHUUHG�WD[�DVVHWV�ZLOO�QRW�EH�UHDOL]HG�

7KH�&RPSDQ\�UHFRJQL]HV�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�WKH
LPSDFW� RI� D� WD[� SRVLWLRQ�� LI� WKDW� SRVLWLRQ� LV�PRUH� OLNHO\� WKDQ� QRW� RI
EHLQJ� VXVWDLQHG� XSRQ� H[DPLQDWLRQ�� EDVHG� RQ� WKH� WHFKQLFDO�PHULWV� RI
WKH� SRVLWLRQ�� 5HFRJQL]HG� LQFRPH� WD[� SRVLWLRQV� DUH� PHDVXUHG� DW� WKH
ODUJHVW� DPRXQW� WKDW� LV� JUHDWHU� WKDQ� ���� OLNHO\� RI� EHLQJ� UHDOL]HG�
&KDQJHV�LQ�UHFRJQLWLRQ�RU�PHDVXUHPHQW�DUH�UHIOHFWHG�LQ�WKH�SHULRG�LQ
ZKLFK�WKH�FKDQJH�LQ�MXGJPHQW�RFFXUV��7KH�&RPSDQ\�UHFRUGV�LQWHUHVW
UHODWHG�WR�XQUHFRJQL]HG�WD[�EHQHILWV�LQ�LQWHUHVW�H[SHQVH�DQG�SHQDOWLHV
LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�

6WRFN�EDVHG�&RPSHQVDWLRQ

7KH� &RPSDQ\� PHDVXUHV� WKH� FRVW� RI� HPSOR\HH� VHUYLFHV� UHFHLYHG� LQ
H[FKDQJH�IRU�DQ�DZDUG�RI�HTXLW\�LQVWUXPHQWV�EDVHG�RQ�WKH�JUDQW�GDWH
IDLU�YDOXH�RI�WKH�DZDUG�DQG�UHFRJQL]HV�WKH�FRVW�RYHU�WKH�SHULRG�GXULQJ
ZKLFK�DQ�HPSOR\HH�LV�UHTXLUHG�WR�SURYLGH�VHUYLFH�LQ�H[FKDQJH�IRU�WKH
DZDUG��ZKLFK�JHQHUDOO\�LV�WKH�YHVWLQJ�SHULRG�

,PSDLUPHQW�RI�/RQJ�/LYHG�$VVHWV

,Q� DFFRUGDQFH� ZLWK� ,PSDLUPHQW� RU� 'LVSRVDO� RI� /RQJ�/LYHG� $VVHWV
6XEVHFWLRQV� RI� )$6%�$6&� 6XEWRSLF� ������� � 3URSHUW\�� 3ODQW�� DQG
(TXLSPHQW� ��2YHUDOO� �� ORQJ�OLYHG� DVVHWV�� VXFK� DV� SURSHUW\�� SODQW� DQG
HTXLSPHQW��DQG�SXUFKDVHG�LQWDQJLEOH�DVVHW�VXEMHFW�WR�DPRUWL]DWLRQ��DUH
UHYLHZHG� IRU� LPSDLUPHQW� ZKHQHYHU� HYHQWV� RU� FKDQJHV� LQ
FLUFXPVWDQFHV� LQGLFDWH� WKDW� WKH�FDUU\LQJ�DPRXQW�RI�DQ�DVVHW�PD\�QRW
EH� UHFRYHUDEOH�� ,I� FLUFXPVWDQFHV� UHTXLUH� D� ORQJ�OLYHG� DVVHW� RU� DVVHW
JURXS�EH�WHVWHG�IRU�SRVVLEOH�LPSDLUPHQW��WKH�&RPSDQ\�ILUVW�FRPSDUHV
XQGLVFRXQWHG� FDVK� IORZV� H[SHFWHG� WR� EH� JHQHUDWHG� E\� WKDW� DVVHW� RU
DVVHW� JURXS� WR� LWV� FDUU\LQJ� YDOXH�� ,I� WKH� FDUU\LQJ� YDOXH� RI� WKH
ORQJ�OLYHG�DVVHW�RU�DVVHW�JURXS�LV�QRW�UHFRYHUDEOH�RQ�DQ�XQGLVFRXQWHG
FDVK� IORZ� EDVLV�� DQ� LPSDLUPHQW� LV� UHFRJQL]HG� WR� WKH� H[WHQW� WKDW� WKH
FDUU\LQJ�YDOXH�H[FHHGV�LWV�IDLU�YDOXH��)DLU�YDOXH�LV�GHWHUPLQHG�WKURXJK
YDULRXV�YDOXDWLRQ�WHFKQLTXHV� LQFOXGLQJ�GLVFRXQWHG�FDVK�IORZ�PRGHOV�
TXRWHG� PDUNHW� YDOXHV� DQG� WKLUG�SDUW\� LQGHSHQGHQW� DSSUDLVDOV�� DV
FRQVLGHUHG� QHFHVVDU\�� 7KH� &RPSDQ\� UHFRJQL]HG� D� ORVV� RQ
DEDQGRQPHQW�DQG�ZULWH�RII�RI�ORQJ�OLYHG�DVVHWV�RI������������IRU�WKH
\HDU�HQGHG�'HFHPEHU����������DV�GHVFULEHG�LQ�1RWH���DQG�1RWH���

1HW�LQFRPH�SHU�6KDUH

%DVLF�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�LV�FRPSXWHG�E\�GLYLGLQJ
QHW� LQFRPH� DWWULEXWDEOH� WR� WKH� &RPSDQ\� E\� WKH� ZHLJKWHG� DYHUDJH
QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�GXULQJ�WKH�SHULRG��'LOXWHG�QHW
LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN�UHIOHFWV�WKH�SRWHQWLDO�GLOXWLRQ�WKDW
ZRXOG� RFFXU� XSRQ� WKH� H[HUFLVH� RI� RXWVWDQGLQJ�ZDUUDQWV�� RSWLRQV� DQG
WKH� FRQYHUVLRQ� RI� WKH� FRQYHUWLEOH� QRWHV�� &RPPRQ� VKDUH� HTXLYDOHQWV
DUH�H[FOXGHG�IURP�WKH�FRPSXWDWLRQ�RI�WKH�GLOXWHG�QHW�LQFRPH�SHU�VKDUH
RI�FRPPRQ�VWRFN�ZKHQ�WKHLU�HIIHFW�ZRXOG�EH�DQWL�GLOXWLYH�

6HJPHQW�5HSRUWLQJ

7KH�&RPSDQ\�KDV�RQH�RSHUDWLQJ� VHJPHQW��ZKLFK� LV� WKH�PDQXIDFWXUH
DQG� VDOHV� RI� KXPDQ� EORRG� SURGXFWV�� 6XEVWDQWLDOO\� DOO� RI� WKH
&RPSDQ\¶V� RSHUDWLRQV� DQG� FXVWRPHUV� DUH� ORFDWHG� LQ� WKH� 35&�� DQG
WKHUHIRUH��QR�JHRJUDSKLF�LQIRUPDWLRQ�LV�SUHVHQWHG�

&RQWLQJHQFLHV

,Q� WKH� QRUPDO� FRXUVH� RI� EXVLQHVV�� WKH� &RPSDQ\� LV� VXEMHFW� WR� ORVV
FRQWLQJHQFLHV��VXFK�DV�OHJDO�SURFHHGLQJV�DQG�FODLPV�DULVLQJ�RXW�RI�LWV
EXVLQHVV��WKDW�FRYHU�D�ZLGH�UDQJH�RI�PDWWHUV��LQFOXGLQJ��DPRQJ�RWKHUV�
JRYHUQPHQW� LQYHVWLJDWLRQV� DQG� WD[� PDWWHUV�� $Q� DFFUXDO� IRU� D� ORVV
FRQWLQJHQF\�LV�UHFRJQL]HG�ZKHQ�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ
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LQFXUUHG�DQG�WKH�DPRXQW�RI�ORVV�FDQ�EH�UHDVRQDEO\�HVWLPDWHG�

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

,Q�-XQH�������WKH�)$6%�LVVXHG�$FFRXQWLQJ�6WDQGDUG�8SGDWH��³$68´�
��������� &RPSUHKHQVLYH� LQFRPH� �7RSLF� ������ 3UHVHQWDWLRQ� RI
&RPSUHKHQVLYH� ,QFRPH��$68� �������� LQFUHDVHV� WKH� SURPLQHQFH� RI
RWKHU�FRPSUHKHQVLYH�LQFRPH�LQ�ILQDQFLDO�VWDWHPHQWV��8QGHU�WKLV�$68�
DQ�HQWLW\�ZLOO�KDYH�WKH�RSWLRQ�WR�SUHVHQW�WKH�FRPSRQHQWV�RI�QHW�LQFRPH
DQG�FRPSUHKHQVLYH�LQFRPH�LQ�HLWKHU�RQH�RU�WZR�FRQVHFXWLYH�ILQDQFLDO
VWDWHPHQWV��7KH�$68�HOLPLQDWHV�WKH�RSWLRQ�LQ�8�6��*$$3�WR�SUHVHQW
RWKHU�FRPSUHKHQVLYH�LQFRPH�LQ�WKH�VWDWHPHQW�RI�FKDQJHV�LQ�HTXLW\��$Q
HQWLW\�VKRXOG�DSSO\� WKH�$68�UHWURVSHFWLYHO\��)RU�D�SXEOLF�HQWLW\�� WKH
$68� LV� HIIHFWLYH� IRU� ILVFDO� \HDUV�� DQG� LQWHULP� SHULRGV� ZLWKLQ� WKRVH
\HDUV�� EHJLQQLQJ� DIWHU� 'HFHPEHU� ���� ������ 7KH� &RPSDQ\� HDUO\
DGRSWHG�$68���������LQ�WKH�\HDU�HQGHG�'HFHPEHU����������

,Q� 6HSWHPEHU� ������ WKH� )$6%� LVVXHG� $68� ��������
,QWDQJLEOHV�*RRGZLOO� DQG�2WKHU� �7RSLF� ������$68� �������� SHUPLWV
DQ�HQWLW\�WR�PDNH�D�TXDOLWDWLYH�DVVHVVPHQW�RI�ZKHWKHU�LW�LV�PRUH�OLNHO\
WKDQ� QRW� WKDW� D� UHSRUWLQJ� XQLW¶V� IDLU� YDOXH� LV� OHVV� WKDQ� LWV� FDUU\LQJ
DPRXQW�EHIRUH�DSSO\LQJ�WKH�WZR�VWHS�JRRGZLOO� LPSDLUPHQW� WHVW�� ,I�DQ
HQWLW\�FRQFOXGHV�LW�LV�QRW�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�IDLU�YDOXH�RI�D
UHSRUWLQJ�XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW��LW�QHHG�QRW�SHUIRUP�WKH
WZR�VWHS�LPSDLUPHQW�WHVW��7KH�$68�LV�HIIHFWLYH�IRU�DQQXDO�DQG�LQWHULP
JRRGZLOO� LPSDLUPHQW� WHVWV�SHUIRUPHG�IRU� ILVFDO�\HDUV�EHJLQQLQJ�DIWHU
'HFHPEHU�����������(DUO\�DGRSWLRQ�LV�SHUPLWWHG�
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$FFRXQWV�UHFHLYDEOH�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU���������� � 'HFHPEHU����������
� � � � � � �
$FFRXQWV�UHFHLYDEOH � ������������ � ������������
/HVV��$OORZDQFH�IRU�GRXEWIXO�DFFRXQWV � ��������� � �����������
���7RWDO � ������������ � �����������

7KH�DFWLYLWLHV� LQ� WKH�DOORZDQFH� IRU�GRXEWIXO�DFFRXQWV� IRU� WKH�\HDUV�HQGHG�'HFHPEHU����������
�����DQG������DUH�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU�������� �
� � � � � � � � � �
$OORZDQFH�IRU

GRXEWIXO
DFFRXQWV�DW
EHJLQQLQJ�RI
\HDU � ����������� � ����������� � �����������

&KDUJHG�WR�EDG�GHEW
H[SHQVH � �� � ������ � �������

5HFRYHULHV�RI
DPRXQWV
SUHYLRXVO\
UHVHUYHG � �������� � �������� � ��������

:ULWWHQ�RII � ��������� � �� � ��
)RUHLJQ�FXUUHQF\

WUDQVODWLRQ
DGMXVWPHQW � ������� � ������� � ���

$OORZDQFH�IRU
GRXEWIXO
DFFRXQWV�DW
HQG�RI�\HDU � ��������� � ����������� � �����������

�
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,QYHQWRULHV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
5DZ�PDWHULDOV � ������������ � ������������
:RUN�LQ�SURFHVV � ����������� � �����������
)LQLVKHG�JRRGV � ����������� � �����������
7RWDO � ������������ � ������������

5DZ�PDWHULDOV� DUH�PDLQO\� FRPSULVHG� RI� WKH� KXPDQ�EORRG� SODVPD� FROOHFWHG� IURP� WKH�&RPSDQ\¶V� SODVPD
VWDWLRQV��:RUN�LQ�SURFHVV� UHSUHVHQWHG� WKH� LQWHUPHGLDWH� SURGXFWV� LQ� WKH� SURFHVV� RI� SURGXFWLRQ�� )LQLVKHG
JRRGV�PDLQO\�FRPSULVHG�KXPDQ�DOEXPLQ��KXPDQ�LPPXQRJOREXOLQ�
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2WKHU�UHFHLYDEOHV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
$GYDQFH�WR�HPSOR\HHV���� � ����������� � �����������
'LYLGHQGV�UHFHLYDEOH � �������� � ��������
'HSRVLWV � �������� � ��������
2WKHUV � �������� � ��������
7RWDO � ����������� � �����������

��� ,Q� ������ ���� HPSOR\HHV� RI� WKH� &RPSDQ\� HQWHUHG� LQWR� DJUHHPHQWV� ZLWK� GHYHORSHUV� LQ� WZR
KRXVLQJ�SURMHFWV��$FFRUGLQJ�WR�WKHVH�DJUHHPHQWV��WKH�HPSOR\HHV�SODFHG�GHSRVLWV�HTXDO�WR����
RI�WKH�SXUFKDVH�SULFH�RI�WKH�UHVLGHQWLDO�XQLWV�LQ�WKHVH�WZR�KRXVLQJ�SURMHFWV�ZLWK�WKH�GHYHORSHUV�
7R� DVVLVW� ZLWK� WKHLU� GHSRVLWV�� WKH� &RPSDQ\� HQWHUHG� LQWR� VHSDUDWH� DJUHHPHQWV� ZLWK� WKH
HPSOR\HHV�DQG�SURYLGHG�HPSOR\HH�DGYDQFHV�XS�WR�����RI�WKH�SXUFKDVH�SULFH�RI�WKH�UHVLGHQWLDO
XQLWV��7KH�DGYDQFHV�EHDU�DQ�DQQXDO�LQWHUHVW�UDWH�RI��������$V�RI�'HFHPEHU�����������WKHVH�WZR
KRXVLQJ�SURMHFWV�ZHUH�VWLOO�LQ�FRQVWUXFWLRQ�VWDJH��7KH�&RPSDQ\�H[SHFWV�WKH�HPSOR\HHV�WR�VHWWOH
WKHVH�DGYDQFHV�E\�WKH�HQG�RI������

�
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3URSHUW\�� SODQW� DQG� HTXLSPHQW� DW� 'HFHPEHU� ���� ����� DQG� ����� FRQVLVWHG� RI� WKH
IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
%XLOGLQJV � ������������ � ������������
0DFKLQHU\�DQG�HTXLSPHQW � ����������� � �����������
)XUQLWXUH��IL[WXUHV��RIILFH
HTXLSPHQW�DQG�YHKLFOHV � ���������� � ����������
7RWDO�SURSHUW\��SODQW�DQG
HTXLSPHQW��JURVV � ����������� � �����������
$FFXPXODWHG�GHSUHFLDWLRQ � ������������ � ������������
7RWDO�SURSHUW\��SODQW�DQG
HTXLSPHQW��QHW � ����������� � �����������
&RQVWUXFWLRQ�LQ�SURJUHVV � �������� � ����������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW � ������������ � ������������

'HSUHFLDWLRQ�H[SHQVH� IRU� WKH�\HDUV� HQGHG�'HFHPEHU����������������DQG������ZDV
������������ ����������� DQG� ������������ UHVSHFWLYHO\�� 1R� LQWHUHVW� ZDV� FDSLWDOL]HG
LQWR�FRQVWUXFWLRQ�LQ�SURJUHVV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������
)RU� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ WKH� &RPSDQ\� UHFRJQL]HG� ORVV� RQ
DEDQGRQPHQW� RI� SURSHUW\�� SODQW� DQG� HTXLSPHQW� RI� ����������� DV� D� UHVXOW� RI� WKH
FORVXUH�RI�WKH�SODVPD�FROOHFWLRQ�VWDWLRQV�RI�*XL]KRX�7DLEDQJ��DV�GLVFORVHG�LQ�1RWH���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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,QWDQJLEOH�DVVHWV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� �
� � :HLJKWHG � � � � � � � � � �
� � DYHUDJH � � *URVV � � � � � 1HW �
� � DPRUWL]DWLRQ � � FDUU\LQJ � � $FFXPXODWHG � � FDUU\LQJ �
� � SHULRG � � DPRXQW � � DPRUWL]DWLRQ � � DPRXQW �
$PRUWL]LQJ�LQWDQJLEOH
DVVHWV� � � � � � � � � � � � �
���������������3HUPLWV�DQG
OLFHQVHV � ���\HDUV� � ����������� � ����������� � ����������
���������������*03�FHUWLILFDWH � ����\HDUV� � ���������� � ����������� � ����������
���������������/RQJ�WHUP
FXVWRPHU�UHODWLRQVKLS � ��\HDUV� � ���������� � ����������� � ����������
���������������2WKHUV � � � � �������� � ��������� � ��������
���������������7RWDO � � � � ������������ � ����������� � ����������

�

� � 'HFHPEHU��������� �
� � :HLJKWHG � � � � � � � � � �
� � DYHUDJH � � *URVV � � � � � 1HW �
� � DPRUWL]DWLRQ � � FDUU\LQJ � � $FFXPXODWHG � � FDUU\LQJ �
� � SHULRG � � DPRXQW � � DPRUWL]DWLRQ � � DPRXQW �
$PRUWL]LQJ�LQWDQJLEOH
DVVHWV� � � � � � � � � � � � �
���������������3HUPLWV�DQG
OLFHQVHV � ���\HDUV� � ������������ � ����������� � ����������
���������������*03
FHUWLILFDWH � ����\HDUV� � ���������� � ��������� � ����������
���������������/RQJ�WHUP
FXVWRPHU�UHODWLRQVKLS � ��\HDUV� � ���������� � ����������� � ����������
���������������2WKHUV � � � � �������� � �������� � ��������
���������������7RWDO � � � � ������������ � ����������� � �����������

$JJUHJDWH�DPRUWL]DWLRQ�H[SHQVH� IRU�DPRUWL]LQJ� LQWDQJLEOH�DVVHWV�ZDV�����������������������
DQG� ������������ IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ UHVSHFWLYHO\�
(VWLPDWHG�DPRUWL]DWLRQ�H[SHQVHV�IRU�WKH�QH[W�ILYH�\HDUV�DUH������������LQ������������������LQ
������ ��������� LQ� ������ ��������� LQ� ������ DQG� ��������� LQ� ������ )RU� WKH� \HDU� HQGHG
'HFHPEHU����������� WKH�&RPSDQ\�UHFRJQL]HG� ORVV�RQ� WKH�ZULWH�RII�RI�FROOHFWLRQ�SHUPLWV�DQG
OLFHQVHV�RI������������DV�D�UHVXOW�RI� WKH�FORVXUH�RI� WKH�SODVPD�FROOHFWLRQ�VWDWLRQV�RI�*XL]KRX
7DLEDQJ��DV�GLVFORVHG�LQ�1RWH���

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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$W�'HFHPEHU����������DQG�������ODQG�XVH�ULJKWV�UHSUHVHQWHG�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
/DQG�XVH�ULJKWV � ����������� � �����������
$FFXPXODWHG�DPRUWL]DWLRQ � ��������� � ���������
/DQG�XVH�ULJKWV��QHW � ����������� � �����������

$JJUHJDWH�DPRUWL]DWLRQ�H[SHQVH�IRU�ODQG�XVH�ULJKW�ZDV��������������������DQG�����������IRU�WKH
\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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7KH�FKDQJHV�LQ�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������LV�DV
IROORZV�

� � )RU�WKH�<HDUV�HQGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �
� � � � � � � � � �
%DODQFH�DV�RI�-DQXDU\�� � ������������ � ������������ � ���
$GGLWLRQ � �� � �� � �����������
,PSDLUPHQW�ORVV � ������������ � �� � ��
)RUHLJQ�FXUUHQF\�H[FKDQJH�GLIIHUHQFH � �������� � �������� � ��������
%DODQFH�DV�RI�'HFHPEHU��� � ���� � ������������ � ������������

,Q�DFFRUGDQFH�ZLWK�)$6%�$6&�6XEWRSLF���������*RRGZLOO��³$6&�������´���JRRGZLOO�LV�UHTXLUHG�WR�EH�WHVWHG
IRU�LPSDLUPHQW�DQQXDOO\�DQG�LI�DQ�HYHQW�RU�FRQGLWLRQV�RFFXU�WKDW�LV�PRUH�OLNHO\�WKDQ�QRW�ZRXOG�FDXVH�WKH�IDLU
YDOXH�RI�D�UHSRUWLQJ�XQLW�WR�EH�OHVV�WKDQ�LWV�FDUU\LQJ�YDOXH�

7KH�&RPSDQ\�SHUIRUPV� LWV� DQQXDO� JRRGZLOO� LPSDLUPHQW� WHVW� RQ�'HFHPEHU���� DQG�ZKHQ� D� WULJJHULQJ� HYHQW
RFFXUV�EHWZHHQ�DQQXDO�LPSDLUPHQW�WHVWV��$V�GLVFORVHG�LQ�1RWH����IRXU�DFWLYH�SODVPD�VWDWLRQV�RI�WKH�&RPSDQ\
ZHUH� FORVHG� IURP�$XJXVW� ��� ����� DV� D� UHVXOW� RI� D� UHJXODWRU\� RUGHU�� )ROORZLQJ� WKH� FORVXUH�� WKH� &RPSDQ\
UHYLVHG�LWV�HDUQLQJV�JXLGDQFH�IRU�WKH�\HDU�RI������DQG�H[SHULHQFHG�LQFUHPHQWDO�GHFOLQH�LQ�LWV�VWRFN�SULFH�DQG
PDUNHW� FDSLWDOL]DWLRQ� LQ� WKH� WKLUG�TXDUWHU�RI�������7KHUHIRUH� WKH�&RPSDQ\�SHUIRUPHG�JRRGZLOO� LPSDLUPHQW
WHVW�DV�RI�6HSWHPEHU����������WR�LGHQWLI\�LI�JRRGZLOO�VKRXOG�EH�LPSDLUHG�

$�WZR�VWHS�SURFHVV�LV�XVHG�WR�WHVW�IRU�JRRGZLOO�LPSDLUPHQW�XQGHU�$6&���������7KH�ILUVW�VWHS�LV�WR�GHWHUPLQH�LI
WKHUH�LV�DQ�LQGLFDWLRQ�RI�LPSDLUPHQW�E\�FRPSDULQJ�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�WR�LWV�FDUU\LQJ
YDOXH�LQFOXGLQJ�H[LVWLQJ�JRRGZLOO��*RRGZLOO�LV�FRQVLGHUHG�LPSDLUHG�LI�WKH�FDUU\LQJ�YDOXH�RI�D�UHSRUWLQJ�XQLW
H[FHHGV� WKH�HVWLPDWHG�IDLU�YDOXH�� ,I�DQ� LQGLFDWLRQ�RI� LPSDLUPHQW�H[LVWV�XQGHU� WKH�ILUVW�VWHS��D�VHFRQG�VWHS� LV
SHUIRUPHG� WR� GHWHUPLQH� WKH� DPRXQW� RI� WKH� LPSDLUPHQW��7KLV� LQYROYHV� FDOFXODWLQJ� WKH� LPSOLHG� IDLU� YDOXH� RI
JRRGZLOO�E\�DOORFDWLQJ�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�WR�DOO�DVVHWV�DQG�OLDELOLWLHV�RWKHU�WKDQ�JRRGZLOO�DQG
FRPSDULQJ�LW�WR�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�

7KH� IDLU� YDOXH� RI� WKH� UHSRUWLQJ� XQLW� IRU� VWHS� RQH�ZDV� GHWHUPLQHG� EDVHG� RQ� WKH� TXRWHG�PDUNHW� SULFH� RI� WKH
&RPSDQ\¶V� FRPPRQ� VWRFN��7KH� ILUVW� VWHS� RI� WKH� LPSDLUPHQW� WHVW� FRQFOXGHG� WKDW� WKH� FDUU\LQJ� YDOXH� RI� WKH
&RPSDQ\¶V�UHSRUWLQJ�XQLW�H[FHHGHG�LWV�IDLU�YDOXH��$V�D�UHVXOW��WKH�&RPSDQ\�SHUIRUPHG�WKH�VHFRQG�VWHS�RI�WKH
JRRGZLOO� LPSDLUPHQW� WHVW� IRU� LWV� UHSRUWLQJ� XQLW�� 7KH� &RPSDQ\� GHWHUPLQHG� WKDW� WKH� LPSOLHG� IDLU� YDOXH� RI
JRRGZLOO�ZDV�QLO��7KHUHIRUH��D�JRRGZLOO�LPSDLUPHQW�ORVV�RI�������������ZDV�UHFRJQL]HG�LQ�WKH�TXDUWHU�HQGHG
6HSWHPEHU�����������1R�LPSDLUPHQW�ZDV�UHFRJQL]HG�LQ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������

7KH�WHVWLQJ�RI�JRRGZLOO�IRU�LPSDLUPHQW�UHTXLUHV�WKH�&RPSDQ\�WR�PDNH�VLJQLILFDQW�HVWLPDWHV�DERXW�LWV�IXWXUH
SHUIRUPDQFH� DQG� FDVK� IORZV�� DV� ZHOO� DV� RWKHU� DVVXPSWLRQV�� 7KHVH� HVWLPDWHV� FDQ� EH� DIIHFWHG� E\� QXPHURXV
IDFWRUV�� LQFOXGLQJ� FKDQJHV� LQ� HFRQRPLF�� LQGXVWU\� RU� PDUNHW� FRQGLWLRQV�� FKDQJHV� LQ� EXVLQHVV� RSHUDWLRQV�
FKDQJHV�LQ�FRPSHWLWLRQ�RU�SRWHQWLDO�FKDQJHV�LQ�WKH�VKDUH�SULFH�RI�LWV�FRPPRQ�VWRFN�DQG�PDUNHW�FDSLWDOL]DWLRQ�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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7KH�&RPSDQ\¶V�HTXLW\�PHWKRG�LQYHVWPHQW�DV�RI�'HFHPEHU����������DQG������UHSUHVHQWHG
����HTXLW\�LQWHUHVW�LQYHVWPHQW�LQ�;L¶DQ�+XLWLDQ�%ORRG�3URGXFWV�&R���/WG���³+XLWLDQ´��

,Q�2FWREHU�������6KDQGRQJ�7DLEDQJ�HQWHUHG�LQWR�DQ�HTXLW\�SXUFKDVH�DJUHHPHQW�ZLWK�RQH
RI� WKH�HTXLW\�RZQHUV�RI�+XLWLDQ� �³6HOOHU´�� WR�DFTXLUH�����HTXLW\� LQWHUHVW� LQ�+XLWLDQ�� IRU
FDVK� FRQVLGHUDWLRQ� RI� ����������� �RU� 50%� ������������� ,Q� FRQQHFWLRQ� ZLWK� WKLV
WUDQVDFWLRQ�� LQ�2FWREHU�������7DLEDQJ�%LRORJLFDO� HQWHUHG� LQWR� DQ� HQWUXVW� DJUHHPHQW� �WKH
³(QWUXVW�$JUHHPHQW´��ZLWK�6KDQGRQJ�7DLEDQJ� DQG� WKH� QRQFRQWUROOLQJ� LQWHUHVW� KROGHU� RI
6KDQGRQJ� 7DLEDQJ�� SXUVXDQW� WR� ZKLFK�� 7DLEDQJ� %LRORJLFDO� ZRXOG� SD\� WKH� FDVK
FRQVLGHUDWLRQ��LQFOXGLQJ�LQWHUHVW��RI������������WR�WKH�6HOOHU��DQG�ZRXOG�EHDU�WKH�ULVNV�DQG
EHQHILWV� DV� D� ���� HTXLW\� RZQHU� LQ�+XLWLDQ�� ,Q� DGGLWLRQ��7DLEDQJ�%LRORJLFDO�ZRXOG� SD\
6KDQGRQJ� 7DLEDQJ� �������� �RU� 50%� ��������� SHU� \HDU� DV� FRPSHQVDWLRQ� IRU� WKH
DGPLQLVWUDWLYH�FRVWV�RI�6KDQGRQJ�7DLEDQJ¶V�KROGLQJ�RI�WKH�����HTXLW\�LQWHUHVW�LQ�+XLWLDQ
RQ� EHKDOI� RI� 7DLEDQJ� %LRORJLFDO�� 6XFK� DPRXQW� SDLG� DQG� UHFHLYHG� LV� HOLPLQDWHG� XSRQ
FRQVROLGDWLRQ��7DLEDQJ�%LRORJLFDO�DJUHHG�WR�LQGHPQLI\�WKH�QRQFRQWUROOLQJ�LQWHUHVW�KROGHU
RI�6KDQGRQJ�7DLEDQJ�IRU�DQ\�ORVV�DULVLQJ�IURP�WKH�(QWUXVW�$JUHHPHQW�DQG�KDV�SOHGJHG�WKH
&RPSDQ\¶V�HTXLW\�LQWHUHVW�LQ�6KDQGRQJ�7DLEDQJ�DV�FROODWHUDO�DJDLQVW�VXFK�ORVV�

7KH�H[FHVV�RI�FRVW�RYHU�WKH�&RPSDQ\¶V�VKDUH�RI�QHW�DVVHWV�RI�HTXLW\�PHWKRG�LQYHVWHHV�LV
����������� DQG� ����������� DW� 'HFHPEHU� ���� ����� DQG� ������ UHVSHFWLYHO\�� 7KLV� HTXLW\
PHWKRG�JRRGZLOO�LV�QRW�DPRUWL]HG��KRZHYHU��WKH�LQYHVWPHQW�LV�UHYLHZHG�IRU�LPSDLUPHQW�

7KH�XQDXGLWHG�ILQDQFLDO� LQIRUPDWLRQ�IRU�+XLWLDQ�DV�RI�'HFHPEHU����������DQG������DQG
IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������LV�DV�IROORZV�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
&XUUHQW�DVVHWV � ������������ � ������������
1RQ�FXUUHQW�DVVHWV � ����������� � �����������
�����������7RWDO�DVVHWV � ����������� � �����������
&XUUHQW�OLDELOLWLHV � ���������� � ����������
1RQ�FXUUHQW�OLDELOLWLHV � �������� � ��������
�����������7RWDO�OLDELOLWLHV � ���������� � ����������
2ZQHUV¶�HTXLW\ � ����������� � �����������
�����������7RWDO�OLDELOLWLHV�DQG�RZQHUV¶
HTXLW\ � ������������ � ������������

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
1HW�VDOHV � ������������ � ������������ � �����������
(DUQLQJV
EHIRUH
LQFRPH�WD[
H[SHQVH � ���������� � ���������� � ����������
1HW�LQFRPH � ���������� � ���������� � ����������
&RPSDQ\¶V
VKDUH�RI�QHW
LQFRPH � ����������� � ����������� � ���������
�

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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7KH�&RPSDQ\¶V�EDQN�ORDQV�DW�'HFHPEHU����������DQG������FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 0DWXULW\ � � $QQXDO � � 'HFHPEHU���� � � 'HFHPEHU���� �
�����������������������������������������/RDQV � GDWH � � LQWHUHVW�UDWH � � ���� � � ���� �
� � � � � � � � � � � � �
6KRUW�WHUP�EDQN�ORDQ��VHFXUHG � 0DUFK���������� � ������� ���� �����������
6KRUW�WHUP�EDQN�ORDQ��VHFXUHG���� � 0DUFK����������� ������� ����������� ��
6KRUW�WHUP�EDQN�ORDQ��XQVHFXUHG � -DQXDU\����������� ������� ����������� ��
6KRUW�WHUP�EDQN�ORDQ��XQVHFXUHG � -DQXDU\����������� ������� ����������� ��
6KRUW�WHUP�EDQN�ORDQ��XQVHFXUHG � 0D\����������� ������� ����������� ��
7RWDO � � � � � � � ������������� �����������

,QWHUHVW�H[SHQVH� WRWDOLQJ��������������������DQG������������ZDV� LQFXUUHG�GXULQJ� WKH�\HDUV
HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\�

7KH�&RPSDQ\�GLG�QRW�KDYH�DQ\�UHYROYLQJ�OLQH�RI�FUHGLW�DV�RI�'HFHPEHU����������DQG������

����$V�RI�'HFHPEHU�����������WKH�VHFXUHG�ORDQ�ZDV�VHFXUHG�E\�WKH�&RPSDQ\¶V�EXLOGLQJV�ZLWK
D�QHW�FDUU\LQJ�DPRXQW�RI������������

6RXUFH��&KLQD�%LRORJLF�3URGXFWV��,QF������.��0DUFK��������� 3RZHUHG�E\�0RUQLQJVWDUp�'RFXPHQW�5HVHDUFKയ
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2WKHU� SD\DEOHV� DQG� DFFUXHG� H[SHQVHV� DW� 'HFHPEHU� ���� ����� DQG� ����
FRQVLVWHG�RI�WKH�IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
3D\DEOHV�WR�SRWHQWLDO
LQYHVWRUV���� � ����������� � �����������
6DODULHV�DQG�ERQXVHV
SD\DEOH � ���������� � ����������
$FFUXDOV�IRU�VHOOLQJ
FRPPLVVLRQ�DQG�SURPRWLRQ
IHH � ���������� � ����������
'LYLGHQGV�SD\DEOH�WR
QRQ�FRQWUROOLQJ�LQWHUHVW
KROGHUV � ���������� � ��
3D\DEOH�IRU�FRQVWUXFWLRQ
ZRUN � �������� � ����������
$FFUXDOV�IRU�OHJDO�DQG
SHQDOWLHV � �� � ��������
2WKHUV � ���������� � ����������
7RWDO � ������������ � ������������

��� 7KH� SD\DEOHV� WR� SRWHQWLDO� LQYHVWRUV� FRPSULVH� GHSRVLWV� UHFHLYHG� IURP
SRWHQWLDO� VWUDWHJLF� LQYHVWRUV� RI� ����������� �RU� 50%� ������������ DQG
����������� �RU�50%������������� DV� RI�'HFHPEHU� ���� ����� DQG� �����
UHVSHFWLYHO\�� DQG� UHODWHG� LQWHUHVW� RQ� WKHVH� GHSRVLWV� RI� ����������� DQG
�����������DV�RI�'HFHPEHU����������DQG�������UHVSHFWLYHO\�

� �
� ,Q� ������ *XL]KRX� 7DLEDQJ� UHFHLYHG� DQ� DJJUHJDWH� DPRXQW� RI� 50%

����������� �RU������������� IURP�FHUWDLQ�SRWHQWLDO� VWUDWHJLF� LQYHVWRUV� LQ
FRQQHFWLRQ� ZLWK� WKHLU� VXEVFULSWLRQ� WR� SXUFKDVH� VKDUHV� LQ� *XL]KRX
7DLEDQJ�� 7KH� UHJLVWUDWLRQ� RI� WKH� QHZ� LQYHVWRUV� DV� *XL]KRX� 7DLEDQJ¶V
VKDUHKROGHUV� DQG� WKH� UHODWHG� LQFUHDVH� LQ� UHJLVWHUHG� FDSLWDO� RI� *XL]KRX
7DLEDQJ� ZLWK� WKH� $GPLQLVWUDWLRQ� IRU� ,QGXVWU\� DQG� &RPPHUFH� DUH
SHQGLQJ�GXH�WR�VKDUHKROGHUV�GLVSXWH�DV�GHVFULEHG�LQ�WKH�OHJDO�SURFHHGLQJ
VHFWLRQ� �VHH�1RWH� �����'XULQJ� WKH� \HDU� HQGHG�'HFHPEHU� ���� ������ WKH
&RPSDQ\� UHIXQGHG� 50%� ����������� �RU� ������������ WR� RQH� RI� WKH
SRWHQWLDO�LQYHVWRUV�

�
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7KH�&RPSDQ\�DQG�HDFK�RI�LWV�VXEVLGLDULHV�ILOH�VHSDUDWH�LQFRPH�WD[�UHWXUQV�

7KH�8QLWHG�6WDWHV�RI�$PHULFD

7KH�&RPSDQ\�LV�LQFRUSRUDWHG�LQ�WKH�6WDWH�RI�'HODZDUH�LQ�WKH�8�6���DQG�LV�VXEMHFW�WR�8�6��IHGHUDO�FRUSRUDWH
LQFRPH�WD[�DW�JUDGXDO�UDWHV�RI�XS�WR�����

%ULWLVK�9LUJLQ�,VODQGV

7DLEDQJ� %LRORJLFDO� LV� LQFRUSRUDWHG� LQ� WKH� %ULWLVK� 9LUJLQ� ,VODQGV�� 8QGHU� WKH� FXUUHQW� ODZV� RI� WKH� %ULWLVK
9LUJLQ�,VODQGV��%9,���7DLEDQJ�%LRORJLFDO�LV�QRW�VXEMHFW�WR�WD[�RQ�LQFRPH�RU�FDSLWDO�JDLQV��,Q�DGGLWLRQ��XSRQ
SD\PHQWV�RI�GLYLGHQGV�E\�7DLEDQJ�%LRORJLFDO��QR�%ULWLVK�9LUJLQ�,VODQGV�ZLWKKROGLQJ�WD[�LV�LPSRVHG�

+RQJ�.RQJ

7DLEDQJ�+ROGLQJV��+RQJ�.RQJ��/LPLWHG��³7DLEDQJ�+ROGLQJV´��IRUPHUO\�NQRZQ�DV�³/RJLF�+ROGLQJV��+RQJ
.RQJ��/LPLWHG´��LV�LQFRUSRUDWHG�LQ�+RQJ�.RQJ�DQG�LV�VXEMHFW�WR�+RQJ�.RQJ¶V�SURILWV�WD[�UDWH�RI�������IRU
WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������7DLEDQJ�+ROGLQJV�GLG�QRW�HDUQ�DQ\�LQFRPH�WKDW�ZDV
GHULYHG�LQ�+RQJ�.RQJ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������7KH�SD\PHQWV�RI�GLYLGHQGV
E\�+RQJ�.RQJ�FRPSDQLHV�DUH�QRW�VXEMHFW�WR�DQ\�+RQJ�.RQJ�ZLWKKROGLQJ�WD[�

35&

7KH�35&¶V�VWDWXWRU\�LQFRPH�WD[�UDWH�LV������7KH�&RPSDQ\¶V�35&�VXEVLGLDULHV�DUH�VXEMHFW�WR�LQFRPH�WD[�DW
����XQOHVV�RWKHUZLVH�VSHFLILHG�

2Q�)HEUXDU\����� ������6KDQGRQJ�7DLEDQJ� UHFHLYHG� WKH�+LJK� DQG�1HZ�7HFKQRORJ\�(QWHUSULVH� FHUWLILFDWH
IURP�WKH�6KDQGRQJ�SURYLQFLDO�JRYHUQPHQW��7KLV�FHUWLILFDWH�HQWLWOHG�6KDQGRQJ�7DLEDQJ�WR�SD\�LQFRPH�WD[HV
DW�D�����SUHIHUHQWLDO�LQFRPH�WD[�UDWH�IRU�D�SHULRG�RI�WKUHH�\HDUV�IURP������WR�������2Q�2FWREHU����������
6KDQGRQJ�7DLEDQJ�ZDV�LVVXHG�D�QRWLFH�IURP�WKH�6KDQGRQJ�SURYLQFLDO�JRYHUQPHQW�WKDW�WKH�+LJK�DQG�1HZ
7HFKQRORJ\�(QWHUSULVH�TXDOLILFDWLRQ�KDV�EHHQ�UHQHZHG�IRU�DQ�DGGLWLRQDO�WKUHH�\HDUV�IURP������WR������

*XL]KRX� 7DLEDQJ� ZDV� HQWLWOHG� WR� WKH� SUHIHUHQWLDO� LQFRPH� WD[� UDWH� RI� ���� XQGHU� WKH� ���\HDU� :HVWHUQ
'HYHORSPHQW�7D[�&RQFHVVLRQ��ZKLFK� HQGHG� LQ�������$FFRUGLQJ� WR�&DL6KXL�1R�� ���GDWHG� -XO\����� �����
TXDOLILHG�HQWHUSULVHV�ORFDWHG�LQ�WKH�ZHVWHUQ�UHJLRQV�RI�35&�DUH�HQWLWOHG�WR�FRQWLQXH�WR�SD\�LQFRPH�WD[HV�DW�D
SUHIHUHQWLDO� LQFRPH� WD[� UDWH� RI� ���� HIIHFWLYH� UHWURDFWLYHO\� IURP� -DQXDU\� ��� ������0DQDJHPHQW� EHOLHYHV
*XL]KRX� 7DLEDQJ� LV� D� TXDOLILHG� HQWHUSULVH� ORFDWHG� LQ� WKH� ZHVWHUQ� UHJLRQV� DQG� WKHUHIRUH� LV� VXEMHFW� WR� D
SUHIHUHQWLDO�WD[�UDWH�RI�����IURP������WR������

7KH�FRPSRQHQWV�RI�HDUQLQJV��ORVVHV��EHIRUH�LQFRPH�WD[HV�E\�MXULVGLFWLRQV�DUH�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �
� � � � � � � � � �
35&��H[FOXGLQJ�+RQJ�.RQJ � ������������ � ������������ � ������������
8�6� � ����������� � ������������ � ������������
%9, � ���������� � ��������� � ���������
+RQJ�.RQJ � ��������� � ��������� � �����������
7RWDO � ������������ � ������������ � ������������

,QFRPH�WD[�H[SHQVH�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������UHSUHVHQWV�35&�FXUUHQW�LQFRPH
WD[�H[SHQVH�DQG�GHIHUUHG�WD[�EHQHILW�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU

���
� � 'HFHPEHU

���
� � 'HFHPEHU���� �

� � ���� � � ���� � � ���� �
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� � � � � � � � � �
&XUUHQW�LQFRPH�WD[�H[SHQVH � ������������ � ������������ � ������������������
'HIHUUHG�WD[�EHQHILW � ����������� � ����������� � �����������
� � ������������ � ������������ � �����������������

5HFRQFLOLDWLRQ�EHWZHHQ�LQFRPH�WD[�H[SHQVH�DQG�WKH�DPRXQWV�FRPSXWHG�E\�DSSO\LQJ�WKH�35&�VWDWXWRU\�WD[
UDWH�RI�����WR�HDUQLQJV�EHIRUH�LQFRPH�WD[�H[SHQVH�LV�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �

� � � � � � � � � �
&RPSXWHG�H[SHFWHG�WD[

H[SHQVH � ������������ � ������������ � �����������
1RQ�WD[DEOH�LQFRPH � ��������� � ��������� � ��������
1RQ�GHGXFWLEOH�H[SHQVHV� � � � � � � � � �
���6DODU\�DQG�ZHOIDUH � ������� � �������� � ��������
���6KDUH�EDVHG

FRPSHQVDWLRQ � ���������� � �������� � �������
���)DLU�YDOXH�FKDQJH�RI

GHULYDWLYHV � �� � �� � ����������
���&RQYHUWLEOH�QRWHV�LQWHUHVW � �� � �� � ��������
���%DG�GHEW�H[SHQVH � �� � �������� � ��
���,PSDLUPHQW�ORVV�RQ

JRRGZLOO � ���������� � �� � ��
���/RVV�RQ�ZULWH�RII�RI

ORQJ�OLYHG�DVVHWV � �������� � �� � ��
���2WKHUV � �������� � �������� � ��������
7D[�UDWH�GLIIHUHQWLDO � �������� � ��������� � �����������
(IIHFW�RI�FKDQJH�LQ�WD[�UDWH

RQ�GHIHUUHG�WD[ � ��������� � ��������� � ��
(IIHFW�RI�35&�SUHIHUHQWLDO

WD[�UDWH � ����������� � ����������� � �����������
%RQXV�GHGXFWLRQ�RQ

UHVHDUFK�DQG
GHYHORSPHQW
H[SHQVHV � ��������� � ��������� � ���������

&KDQJH�LQ�YDOXDWLRQ
DOORZDQFH � �������� � ���������� � ��������

35&�GLYLGHQG�ZLWKKROGLQJ
WD[ � ���������� � ���������� � ��������

7D[�HIIHFW�RI�HTXLW\
PHWKRG�LQYHVWPHQW � �������� � �������� � ��

,QFRPH�WD[�H[SHQVH � ������������ � ������������ � ������������

7KH�35&�WD[�UDWH�KDV�EHHQ�XVHG�EHFDXVH�WKH�PDMRULW\�RI�WKH�&RPSDQ\¶V�FRQVROLGDWHG�SUH�WD[�HDUQLQJV�DULVH
LQ�WKH�35&�

$V�RI�'HFHPEHU����������DQG�������VLJQLILFDQW�WHPSRUDU\�GLIIHUHQFHV�EHWZHHQ�WKH�WD[�EDVLV�DQG�ILQDQFLDO
VWDWHPHQW� EDVLV� RI� DVVHWV� DQG� OLDELOLWLHV� WKDW� JDYH� ULVH� WR� GHIHUUHG� WD[HV� ZHUH� SULQFLSDOO\� UHODWHG� WR� WKH
IROORZLQJ�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
'HIHUUHG�WD[�DVVHWV�DULVLQJ�IURP� � � � � � �
�$FFUXHG�H[SHQVHV � ����������� � �����������
�'HULYDWLYH�OLDELOLWLHV � ���������� � ����������
�7D[�ORVV�FDUU\IRUZDUGV � ���������� � ����������
*URVV�GHIHUUHG�WD[�DVVHWV � ���������� � �����������
� � � � � � �
/HVV��YDOXDWLRQ�DOORZDQFH � ����������� � �����������
1HW�GHIHUUHG�WD[�DVVHWV � ����������� � �����������
� � � � � � �
'HIHUUHG�WD[�OLDELOLWLHV�DULVLQJ�IURP� � � � � � �
��,QWDQJLEOH�DVVHWV � �������� � ����������
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��3URSHUW\��SODQW�DQG�HTXLSPHQW � �������� � ��������
��(TXLW\�PHWKRG�LQYHVWPHQW � �������� � ��������
'HIHUUHG�WD[�OLDELOLWLHV � ����������� � ����������
� � � � � � �
&ODVVLILFDWLRQ�RQ�FRQVROLGDWHG�EDODQFH�VKHHWV� � � � � � �
� � � � � � �
'HIHUUHG�WD[�DVVHWV�±�FXUUHQW��QHW � ����������� � �����������
� � � � � � �
'HIHUUHG�WD[�OLDELOLWLHV���QRQ�FXUUHQW��QHW � ����������� � �����������

7KH� GHIHUUHG� WD[� DVVHWV� RI� ����������� IRU� WD[� ORVV� FDUU\IRUZDUGV� DV� RI� 'HFHPEHU� ���� ������ RI� ZKLFK
�����������DQG������������UHODWH�WR�WD[�ORVV�FDUU\IRUZDUGV�RI�FHUWDLQ�35&�VXEVLGLDULHV�DQG�WKH�&RPSDQ\�
UHVSHFWLYHO\�� )RU� 35&� LQFRPH� WD[� SXUSRVHV�� FHUWDLQ� RI� WKH� &RPSDQ\¶V� 35&� VXEVLGLDULHV� KDG� WD[� ORVV
FDUU\IRUZDUGV� RI� ������������ RI�ZKLFK� ����������� DQG� �����������ZRXOG� H[SLUH� LQ�'HFHPEHU� ����� DQG
������ UHVSHFWLYHO\�� LI� XQXVHG��)RU�8QLWHG�6WDWHV� IHGHUDO� LQFRPH� WD[� SXUSRVHV�� WKH�&RPSDQ\�KDG� WD[� ORVV
FDUU\IRUZDUGV� RI� DSSUR[LPDWHO\� ������������� RI� ZKLFK� ������������ ���������� ������������ �����������
����������� DQG� ����������� ZRXOG� H[SLUH� RQ� 'HFHPEHU� ���� ������ ������ ������ ������ ����� DQG� �����
UHVSHFWLYHO\�� LI� XQXVHG�� ,Q� YLHZ� RI� WKHLU� FXPXODWLYH� ORVVHV� SRVLWLRQV��PDQDJHPHQW� GHWHUPLQHG� LW� LV�PRUH
OLNHO\�WKDQ�QRW�WKDW�GHIHUUHG�WD[�DVVHWV�RI�WKHVH�35&�VXEVLGLDULHV�DQG�WKH�&RPSDQ\�ZLOO�QRW�EH�UHDOL]HG��DQG
WKHUHIRUH� IXOO� YDOXDWLRQ� DOORZDQFHV� ZHUH� SURYLGHG� DV� RI� 'HFHPEHU� ���� ����� DQG� ������ 7KH� LQFUHDVH� LQ
YDOXDWLRQ�DOORZDQFH�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������ZDV���������������������
DQG�����������UHVSHFWLYHO\��0DQDJHPHQW�EHOLHYHV�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�&RPSDQ\�ZLOO�UHDOL]H
WKH� EHQHILWV� RI� WKH� GHIHUUHG� WD[� DVVHWV�� QHW� RI� WKH� YDOXDWLRQ� DOORZDQFHV�� DV� RI� 'HFHPEHU� ���� ����� DQG
'HFHPEHU����������

$FFRUGLQJ� WR� WKH�SUHYDLOLQJ�35&� LQFRPH� WD[� ODZ�DQG� UHOHYDQW� UHJXODWLRQV��GLYLGHQGV� UHODWLQJ� WR�HDUQLQJV
DFFXPXODWHG� EHJLQQLQJ� RQ� -DQXDU\� ��� ����� WKDW� DUH� UHFHLYHG� E\� QRQ�35&�UHVLGHQW� HQWHUSULVHV� IURP
35&�UHVLGHQW� HQWHUSULVHV� DUH� VXEMHFW� WR�ZLWKKROGLQJ� WD[�DW������XQOHVV� UHGXFHG�E\� WD[� WUHDWLHV�RU� VLPLODU
DUUDQJHPHQW��'LYLGHQGV� UHODWLQJ� WR�XQGLVWULEXWHG�HDUQLQJV�JHQHUDWHG�SULRU� WR� -DQXDU\���� �����DUH� H[HPSW
IURP�VXFK�ZLWKKROGLQJ�WD[��)XUWKHU��GLYLGHQGV�UHFHLYHG�E\�WKH�&RPSDQ\�IURP�LWV�RYHUVHDV�VXEVLGLDULHV�DUH
VXEMHFW�WR�WKH�8�6��IHGHUDO�LQFRPH�WD[�DW������OHVV�DQ\�TXDOLILHG�IRUHLJQ�WD[�FUHGLWV��'XH�WR�WKH�&RPSDQ\¶V
SODQ�DQG�LQWHQWLRQ�RI�UHLQYHVWLQJ�LWV�HDUQLQJV�LQ�LWV�RYHUVHDV�EXVLQHVV��WKH�&RPSDQ\�KDV�QRW�SURYLGHG�IRU�WKH
UHODWHG�GHIHUUHG�WD[�OLDELOLWLHV�RQ�XQGLVWULEXWHG�HDUQLQJV�RI������PLOOLRQ�DQG�����PLOOLRQ�DV�RI�'HFHPEHU����
����� DQG� ������ UHVSHFWLYHO\�� ,W� LV� QRW� SUDFWLFDEOH� WR� HVWLPDWH� WKH� DPRXQWV� RI� XQUHFRJQL]HG� GHIHUUHG� WD[
OLDELOLWLHV�WKHUHRI�

$V�RI�-DQXDU\���������DQG�IRU�HDFK�RI�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\
DQG�LWV�VXEVLGLDULHV�GLG�QRW�KDYH�DQ\�XQUHFRJQL]HG�WD[�EHQHILWV��DQG�WKHUHIRUH�QR�LQWHUHVW�RU�SHQDOWLHV�UHODWHG
WR�XQUHFRJQL]HG�WD[�EHQHILWV�ZHUH�DFFUXHG��7KH�&RPSDQ\�GRHV�QRW�H[SHFW�WKDW�WKH�DPRXQW�RI�XQUHFRJQL]HG
WD[�EHQHILWV�ZLOO�FKDQJH�VLJQLILFDQWO\�ZLWKLQ�WKH�QH[W����PRQWKV�

7KH�&RPSDQ\�DQG�HDFK�RI�LWV�35&�VXEVLGLDULHV�ILOH�LQFRPH�WD[�UHWXUQV�LQ�WKH�8QLWHG�6WDWHV�DQG�WKH�35&�
UHVSHFWLYHO\��7KH�&RPSDQ\� LV� VXEMHFW� WR�8�6�� IHGHUDO� LQFRPH� WD[� H[DPLQDWLRQ� E\� WD[� DXWKRULWLHV� IRU� WD[
\HDUV� EHJLQQLQJ� LQ� ������$FFRUGLQJ� WR� WKH� 35&�7D[�$GPLQLVWUDWLRQ� DQG� &ROOHFWLRQ� /DZ�� WKH� VWDWXWH� RI
OLPLWDWLRQV�LV�WKUHH�\HDUV�LI�WKH�XQGHUSD\PHQW�RI�WD[HV�LV�GXH�WR�FRPSXWDWLRQDO�HUURUV�PDGH�E\�WKH�WD[SD\HU
RU� WKH�ZLWKKROGLQJ�DJHQW��7KH�VWDWXWH�RI� OLPLWDWLRQV� LV�H[WHQGHG� WR� ILYH�\HDUV�XQGHU�VSHFLDO�FLUFXPVWDQFHV
ZKHUH� WKH� XQGHUSD\PHQW� RI� WD[HV� LV� PRUH� WKDQ� 50%�������� ����������� ,Q� WKH� FDVH� RI� WUDQVIHU� SULFLQJ
LVVXHV��WKH�VWDWXWH�RI�OLPLWDWLRQV�LV�WHQ�\HDUV��7KHUH�LV�QR�VWDWXWH�RI�OLPLWDWLRQV�LQ�WKH�FDVH�RI�WD[�HYDVLRQ��7KH
35&�WD[�UHWXUQV�IRU�WKH�&RPSDQ\¶V�35&�VXEVLGLDULHV�DUH�RSHQ�WR�H[DPLQDWLRQ�E\�WKH�35&�WD[�DXWKRULWLHV
IRU�WKH�WD[�\HDUV�EHJLQQLQJ�LQ������
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� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
�����������������6HQLRU�6HFXUHG�&RQYHUWLEOH
1RWHV � ����������� � �����������
/HVV��SRUWLRQ�RI�QRWHV�FRQYHUWHG � ����������� � �����������
�������XQDPRUWL]HG�GLVFRXQW � �� � �����������
&RQYHUWLEOH�QRWHV � ��� � �����������

2Q� -XQH� ��� ������ WKH� &RPSDQ\� HQWHUHG� LQWR� D� VHFXULWLHV� SXUFKDVH� DJUHHPHQW� �WKH� ³3XUFKDVH
$JUHHPHQW´��ZLWK� FHUWDLQ� DFFUHGLWHG� LQYHVWRUV� �WKH� ³,QYHVWRUV´��� SXUVXDQW� WR�ZKLFK� WKH�&RPSDQ\
DJUHHG�WR�LVVXH�WR�WKH�,QYHVWRUV������6HQLRU�6HFXUHG�&RQYHUWLEOH�1RWHV�LQ�WKH�DJJUHJDWH�SULQFLSDO
DPRXQW�RI�������������WKH�³1RWHV´��DQG�ZDUUDQWV��WKH�³:DUUDQWV´�DQG�WRJHWKHU�ZLWK�WKH�1RWHV��WKH
³6XEVFULEHG�6HFXULWLHV´��WR�SXUFKDVH�XS�WR�����������VKDUHV�RI�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\��WKH
³:DUUDQW� 6KDUHV´� DQG� WRJHWKHU� ZLWK� WKH� VKDUHV� WR� EH� FRQYHUWHG� LQ� WKH� 1RWHV�� WKH� ³8QGHUO\LQJ
6HFXULWLHV´���7KH�WUDQVDFWLRQ�FORVHG�RQ�-XQH����������

7KH�FRXSRQ� UDWH�RI� WKH�1RWHV� LV������SHU�DQQXP��WKH�³,QWHUHVW�5DWH´���SD\DEOH� IURP� WKH�FORVLQJ
XQWLO�UHSD\PHQW��ZKHWKHU�RQ�PDWXULW\�RQ�-XQH����������E\�DFFHOHUDWLRQ�RU�RWKHUZLVH��,QWHUHVW�RQ�WKH
1RWHV� LV� GXH� DQG� SD\DEOH� LQ� FDVK� VHPL�DQQXDOO\� RQ� 6HSWHPEHU� ��� DQG�0DUFK� ��� RI� HDFK� \HDU�
FRPPHQFLQJ�RQ�6HSWHPEHU�����������7KH�&RPSDQ\�KDV�WKH�RSWLRQ�WR�SD\�WKH�LQWHUHVW�GXH�WKURXJK
WKH�LVVXDQFH�RI�LWV�FRPPRQ�VWRFN�DW�D�FRQYHUVLRQ�SULFH�RI�������SHU�VKDUH��,I�WKH�&RPSDQ\�GHIDXOWV
LQ�WKH�SD\PHQW�RI�WKH�SULQFLSDO�RU�LQWHUHVW�RQ�WKH�1RWHV�ZKHQ�GXH��VXEMHFW�WR�WKH�,QYHVWRUV¶�HOHFWLRQ�
WKH� &RPSDQ\� LV� REOLJDWHG� WR� HLWKHU� �D�� UHGHHP� DOO� RU� D� SRUWLRQ� RI� WKH� 1RWHV� SXUVXDQW� WR� WKH
UHGHPSWLRQ�ULJKWV�GLVFXVVHG�EHORZ�RU��E��SD\�LQWHUHVW�RQ�VXFK�GHIDXOWHG�DPRXQW�DW�D�UDWH�HTXDO�WR
WKH� ,QWHUHVW� 5DWH� SOXV� ����� �� 7KH� 1RWHV� DUH� FRQYHUWLEOH� DW� DQ\� WLPH� EHIRUH� PDWXULW\� LQWR� WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�D�FRQYHUVLRQ�SULFH�RI�������SHU�VKDUH��VXEMHFW�WR�FHUWDLQ�DGMXVWPHQWV
DV�VSHFLILHG�LQ�WKH�3XUFKDVH�$JUHHPHQW�

7KH� :DUUDQWV� KDYH� D� WHUP� RI� �� \HDUV�� ZLWK� DQ� H[HUFLVH� SULFH� RI� ������ SHU� VKDUH�� VXEMHFW� WR
DGMXVWPHQWV� DV� SURYLGHG� LQ� WKH�:DUUDQWV�� IURP� WLPH� WR� WLPH� SXUVXDQW� WR� DQWL�GLOXWLRQ� DQG� RWKHU
FXVWRPDU\�SURYLVLRQV��DQG�DUH�H[HUFLVDEOH�E\�WKH�,QYHVWRUV�DW�DQ\�WLPH�DIWHU�WKH�GDWH�RQ�ZKLFK�WKHLU
UHODWHG�1RWHV� DUH� FRQYHUWHG�� H[FHSW� WKDW� LI� DQ\� RI� WKH�1RWHV� LV� SDUWLDOO\� FRQYHUWHG�� WKH� ,QYHVWRUV
FRXOG�RQO\�H[HUFLVH�WKH�FRUUHVSRQGLQJ�SRUWLRQ�RI�WKH�:DUUDQWV�

7KH�&RPSDQ\�KDV�JUDQWHG�WKH�,QYHVWRUV�GHPDQG�DQG�SLJJ\�EDFN�UHJLVWUDWLRQ�ULJKWV�ZLWK�UHVSHFW�WR
WKH�8QGHUO\LQJ�6HFXULWLHV��SXUVXDQW�WR�D�UHJLVWUDWLRQ�ULJKWV�DJUHHPHQW�DPRQJ�WKH�&RPSDQ\�DQG�WKH
,QYHVWRUV�

7KH�&RPSDQ\�SDLG�LWV�SODFHPHQW�DJHQW�D�FDVK�IHH��UHSUHVHQWLQJ������RI�WKH�SURFHHGV�UHFHLYHG�LQ
FRQQHFWLRQ�ZLWK�WKH�LVVXDQFH�RI�WKH�1RWHV��DQG�D���\HDU�ZDUUDQW� WR�SXUFKDVH��������VKDUHV�RI�WKH
&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI�������SHU�VKDUH��7KH�DJJUHJDWH�IHH�RI���������
SDLG� WR� WKH� SODFHPHQW� DJHQW�� LQFOXGLQJ� WKH� IDLU� YDOXH� RI� WKH� ZDUUDQW� LVVXHG�� ZDV� GHIHUUHG� DQG
DPRUWL]HG�RYHU�WKH�OLIH�RI�WKH�1RWHV�

7KH�1RWHV� DUH� VHFXUHG�E\����������� VKDUHV�RI� FRPPRQ� VWRFN�RI� WKH�&RPSDQ\�KHOG�E\�6LX�/LQJ
&KDQ��³0V��&KDQ´���WKH�&RPSDQ\¶V�ERDUG�RI�GLUHFWRUV�FKDLUZRPDQ�DQG�D�SULQFLSDO�VKDUHKROGHU�RI
WKH� &RPSDQ\�� SXUVXDQW� WR� WKH� WHUPV� RI� D� *XDUDQWHH� DQG� 3OHGJH�$JUHHPHQW� VLJQHG� DPRQJ� WKH
&RPSDQ\��WKH�,QYHVWRUV�DQG�0V��&KDQ��7R�LQGXFH�0V��&KDQ�WR�HQWHU�LQWR�WKH�*XDUDQWHH�DQG�3OHGJH
$JUHHPHQW� ZLWK� WKH� ,QYHVWRUV�� WKH� &RPSDQ\� DJUHHG� WR� LQGHPQLI\� 0V�� &KDQ� IRU� DOO� GDPDJHV�
OLDELOLWLHV��ORVVHV�DQG�H[SHQVHV�RI�DQ\�NLQG��³/RVVHV´���ZKLFK�PD\�EH�VXVWDLQHG�RU�VXIIHUHG�E\�0V�
&KDQ�� DULVLQJ� RXW� RI� RU� LQ� FRQQHFWLRQ� ZLWK� DQ\� HQIRUFHPHQW� DFWLRQ� LQVWLWXWHG� E\� WKH� ,QYHVWRUV
SXUVXDQW� WR� WKH�*XDUDQWHH� DQG� 3OHGJH�$JUHHPHQW��7KH�&RPSDQ\¶V� LQGHPQLILFDWLRQ� REOLJDWLRQ� LV
OLPLWHG�WR�/RVVHV�WKDW�DULVH�DV�WKH�UHVXOW�RI�DQ\�QHJOLJHQW�RU�XQODZIXO�FRQGXFW�RI�WKH�&RPSDQ\�WKDW
LV� FDXVHG� XQLODWHUDOO\� E\� WKH� &RPSDQ\� DQG� LV� EH\RQG�0V�� &KDQ¶V� FRQWURO� LQ� KHU� FDSDFLW\� DV� D
GLUHFWRU� RI� WKH� &RPSDQ\�� DQG�ZLOO� QRW� H[FHHG� WKH�PDUNHW� YDOXH� RI� WKH� SOHGJHG� VKDUHV� DV� RI� WKH
FORVLQJ�RI�WKH�WUDQVDFWLRQ��2Q�'HFHPEHU�����������WZR�RI�WKH�&RPSDQ\¶V�1RWHV�KROGHUV�FRQYHUWHG
�����������RI� WKHLU�1RWHV� LQWR�DQ�DJJUHJDWH�RI���������VKDUHV�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�
2Q� -DQXDU\� ���� ������ WKHVH� WZR� 1RWHV� KROGHUV� FRQYHUWHG� DQ� DGGLWLRQDO� ����������� RI� WKHLU
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UHPDLQLQJ� 1RWHV� LQWR� DQ� DJJUHJDWH� RI� �������� VKDUHV� RI� WKH� &RPSDQ\¶V� FRPPRQ� VWRFN�� 2Q
1RYHPEHU� ���� ������ DQRWKHU� 1RWHV� KROGHU� FRQYHUWHG� ����������� RI� 1RWHV� LQWR� DQ� DJJUHJDWH� RI
��������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN��2Q�-XQH�����������WZR�1RWHV�KROGHUV�FRQYHUWHG
�����������RI�WKHLU�1RWHV�LQWR�DQ�DJJUHJDWH�RI�����������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�
$V�RI�'HFHPEHU�����������DOO�1RWHV�ZHUH�FRQYHUWHG�

7KH� WHUPV� RI� WKH� 1RWHV� DQG� :DUUDQWV� LQFOXGH� SULFH� DGMXVWPHQW� SURYLVLRQV� XQGHU� ZKLFK� WKH
FRQYHUVLRQ�SULFH�IRU�WKH�1RWHV�DQG�WKH�H[HUFLVH�SULFH�IRU�WKH�:DUUDQWV�FRXOG�EH�DIIHFWHG�E\�IXWXUH
HTXLW\�RIIHULQJV�XQGHUWDNHQ�E\�WKH�&RPSDQ\��$V�D�UHVXOW�� WKH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH
1RWHV� DQG�:DUUDQWV� DUH� QRW� FRQVLGHUHG� LQGH[HG� WR� WKH�&RPSDQ\¶V� RZQ� VWRFN�� DQG� WKHUHIRUH� DUH
DFFRXQWHG�IRU�DV�GHULYDWLYHV��7KH�HFRQRPLF�FKDUDFWHULVWLFV�DQG�ULVNV�RI� WKH�HPEHGGHG�FRQYHUVLRQ
RSWLRQ� LQ� WKH�1RWHV�DUH�QRW�FRQVLGHUHG�FOHDUO\�DQG�FORVHO\� UHODWHG� WR� WKH�HFRQRPLF�FKDUDFWHULVWLFV
DQG� ULVNV�RI� WKH�KRVW�GHEW� FRQWUDFW��7KH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ� LQ� WKH�1RWHV�PHW� DOO�RI� WKH
FKDUDFWHULVWLFV� RI� D� GHULYDWLYH� LQVWUXPHQW� SXUVXDQW� WR�$6&� 6XEWRSLF� �������� ,Q� DFFRUGDQFH�ZLWK
$6&�6XEWRSLF���������WKH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�ZDV�VHSDUDWHG�IURP�WKH�KRVW
GHEW�FRQWUDFW�DQG�DFFRXQWHG�IRU�DV�D�GHULYDWLYH�

7RWDO� SULQFLSDO� RI� WKH� 1RWHV� LQ� WKH� DPRXQW� RI� ����������� ZDV� ILUVW� DOORFDWHG� WR� WKH� HPEHGGHG
FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�DQG�WR�WKH�:DUUDQWV�EDVHG�RQ�WKHLU�IDLU�YDOXH�RQ�WKH�LVVXDQFH�GDWH�RI
�����������DQG�������������UHVSHFWLYHO\��$V�D�UHVXOW��WKH�&RPSDQ\�UHFRJQL]HG�DQ�LQLWLDO�FKDUJH�WR
LQFRPH� RI� ��������� �VHH� 1RWH� ���� IRU� WKH� DPRXQW� E\� ZKLFK� WKH� IDLU� YDOXH� RI� WKHVH� OLDELOLWLHV
H[FHHGHG�WKH�IDFH�DPRXQW�RI�WKH�1RWHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������$OO�FKDQJHV�LQ�WKH
IDLU� YDOXH� RI� WKH� HPEHGGHG� FRQYHUVLRQ� RSWLRQ� LQ� WKH� 1RWHV� DQG�:DUUDQWV� DUH� UHFRJQL]HG� LQ� WKH
FRQVROLGDWHG� VWDWHPHQWV� RI� FRPSUHKHQVLYH� LQFRPH� XQWLO� VXFK� WLPH� DV� WKH�1RWHV� DUH� FRQYHUWHG� RU
UHGHHPHG�DQG�:DUUDQWV�DUH�H[HUFLVHG�RU�H[SLUHG�

7KH�UHVLGXDO�DPRXQW�LV�DOORFDWHG�WR�WKH�GHEW�LQVWUXPHQW�LQ�WKH�DPRXQW�RI�������DQG�LV�DFFUHWHG�WR
WKH�SULQFLSDO� DPRXQW�RI� WKH�1RWHV�XVLQJ�DQ�HIIHFWLYH�DQQXDO� LQWHUHVW� UDWH�RI� DSSUR[LPDWHO\�����
ZLWK� WKH� UHODWHG� LQWHUHVW� H[SHQVH� UHFRJQL]HG� LQ� WKH� VWDWHPHQWV�RI� FRPSUHKHQVLYH� LQFRPH��)RU� WKH
\HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ WKH� LQWHUHVW� H[SHQVHV� ZHUH� �����������
�����������DQG�����������UHVSHFWLYHO\�
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:DUUDQWV

,Q�FRQQHFWLRQ�ZLWK�WKH�LVVXDQFH�RI�WKH�1RWHV��VHH�1RWH������WKH�&RPSDQ\�LVVXHG�ZDUUDQWV�WR�SXUFKDVH�XS�WR�����������DQG
�������VKDUHV�RI�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\�WR�WKH�,QYHVWRUV�DQG�SODFHPHQW�DJHQW��UHVSHFWLYHO\�

7KH�VXPPDU\�RI�ZDUUDQW�DFWLYLWLHV�LV�DV�IROORZV�

� � � � � :HLJKWHG � � $YHUDJH �
� � :DUUDQWV � � $YHUDJH � � 5HPDLQLQJ �
� � 2XWVWDQGLQJ � � ([HUFLVH�3ULFH � � &RQWUDFWXDO�/LIH �
� � � � � � � � � �
-DQXDU\�������� � ���������� � ����� � �����
�������������������*UDQWHG � ���������� � ����� � �����
�������������������([HUFLVHG � ����������� � ����� � �����
'HFHPEHU��������� � ���������� � ����� � �����
�������������������*UDQWHG � �� � �� � ��
�������������������([HUFLVHG�FDVK � ��������� � ����� � �����
�������������������([HUFLVHG�FDVKOHVV � �������� � ����� � �����
'HFHPEHU��������� � �������� � ����� � �����
�������������������*UDQWHG � �� � �� � ��
�������������������([HUFLVHG � �� � �� � ��
'HFHPEHU��������� � �������� � ����� � �����

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�SODFHPHQW�DJHQWV�H[HFXWHG�FDVKOHVV�H[HUFLVH�RI�DOO�WKH�������
SODFHPHQW�DJHQW�ZDUUDQWV�DQG�UHFHLYHG��������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�

7KH�IDLU�YDOXHV�RI�WKH�ZDUUDQWV�RXWVWDQGLQJ�DV�RI�'HFHPEHU����������DQG������ZHUH�GHWHUPLQHG�EDVHG�RQ�WKH
%LQRPLQDO�RSWLRQ�SULFLQJ�PRGHO��XVLQJ�WKH�IROORZLQJ�NH\�DVVXPSWLRQV�

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
([SHFWHG
GLYLGHQG�\LHOG � ��� � ���
5LVN�IUHH�LQWHUHVW
UDWH � ������ � ������
7LPH�WR�PDWXULW\
�LQ�\HDUV� � ����� � �����
([SHFWHG
YRODWLOLW\ � ������ � ������
)DLU�YDOXH�RI
XQGHUO\LQJ
FRPPRQ�VKDUHV
�SHU�VKDUH� � ������� � �������

&KDQJHV�LQ�WKH�PDQDJHPHQW¶V�HVWLPDWHV�DQG�DVVXPSWLRQV�UHJDUGLQJ�WKH�H[SHFWHG�YRODWLOLW\�DQG�YDOXDWLRQ�RI
&RPSDQ\¶V�FRPPRQ�VWRFN�FRXOG�VLJQLILFDQWO\� LPSDFW� WKH�HVWLPDWHG� IDLU�YDOXHV�RI� WKH�ZDUUDQWV�GHWHUPLQHG
XQGHU�WKH�%LQRPLQDO�RSWLRQ�SULFLQJ�PRGHO�DQG��DV�D�UHVXOW��WKH�QHW�LQFRPH�DQG�WKH�QHW�LQFRPH�DWWULEXWDEOH�WR
WKH�&RPSDQ\¶V�VWRFNKROGHUV�

&KDQJH�LQ�IDLU�YDOXH�RI�GHULYDWLYH�OLDELOLWLHV�IRU� WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������LV�VHW
IRUWK�EHORZ�

� � � � � ,QFUHDVH��GHFUHDVH� � � � � � � � � � �
� � )DLU�YDOXH � � LQ�IDLU�YDOXH � � )DLU�YDOXH�DW � � )DLU�YDOXH�DW � � )DLU�YDOXH �
� � DW�-DQXDU\ � � IRU�WKH�\HDU�HQGHG � � GDWH�RI�ZDUUDQWV � � GDWH�RI�1RWHV � � DW�'HFHPEHU �
� � ������� � � 'HFHPEHU��������� � � H[HUFLVH � � FRQYHUVLRQ � � �������� �
� � � � � � � � � � � � � � � �

� ����������� � ������������ � ��� � ������������ � ������������
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(PEHGGHG
FRQYHUVLRQ
RSWLRQ�LQ
WKH�1RWHV
:DUUDQWV
LVVXHG�WR
,QYHVWRUV � ���������� � ���������� � �� � �� � �����������
:DUUDQWV
LVVXHG�WR
SODFHPHQW
DJHQW � �������� � �������� � �� � �� � ��������
����
:DUUDQWV � �������� � ���������� � ����������� � �� � ��
/RVV�XSRQ
LVVXDQFH�RI
WKH�1RWHV
�VHH�1RWH
��� � �� � �������� � �� � �� � ��
�������7RWDO � ������������ � ������������ � ������������ � ������������ � ������������
� � � � � ,QFUHDVH��GHFUHDVH� � � � � � � � � � �
� � )DLU�YDOXH � � LQ�IDLU�YDOXH � � )DLU�YDOXH�DW � � )DLU�YDOXH�DW � � )DLU�YDOXH �
� � DW�-DQXDU\ � � IRU�WKH�\HDU�HQGHG � � GDWH�RI�ZDUUDQWV � � GDWH�RI�1RWHV � � DW�'HFHPEHU �
� � ������� � � 'HFHPEHU��������� � � H[HUFLVH � � FRQYHUVLRQ � � �������� �
� � � � � � � � � � � � � � � �
(PEHGGHG
FRQYHUVLRQ
RSWLRQ�LQ
WKH�1RWHV � ������������ � ����������� � ��� � ������������ � ������������
:DUUDQWV
LVVXHG�WR
,QYHVWRUV � ����������� � ���������� � ����������� � �� � �����������
:DUUDQWV
LVVXHG�WR
SODFHPHQW
DJHQW � �������� � ��������� � ��������� � �� � ��
�������7RWDO � ������������ � ����������� � ������������ � ������������ � ������������
� � � � � ,QFUHDVH��GHFUHDVH� � � � � � � � � � �
� � )DLU�YDOXH � � LQ�IDLU�YDOXH � � )DLU�YDOXH�DW � � )DLU�YDOXH�DW � � )DLU�YDOXH �
� � DW�-DQXDU\ � � IRU�WKH�\HDU�HQGHG � � GDWH�RI�ZDUUDQWV � � GDWH�RI�1RWHV � � DW�'HFHPEHU �
� � ������� � � 'HFHPEHU��������� � � H[HUFLVH � � FRQYHUVLRQ � � �������� �
� � � � � � � � � � � � � � � �
(PEHGGHG
FRQYHUVLRQ
RSWLRQ�LQ
WKH�1RWHV

� ������������ � ������������ � ��� � ������������ � ���

:DUUDQWV
LVVXHG�WR
,QYHVWRUV

� ����������� � ����������� � �� � �� � ����������

�����������������
�����������������
�����������
�7RWDO

� ������������ � ������������� � ��� � ������������ � �����������

2SWLRQV

(IIHFWLYH� 0D\� ��� ������ WKH� %RDUG� RI� 'LUHFWRUV� DGRSWHG� WKH� &KLQD� %LRORJLF� 3URGXFWV�� ,QF�� ����� (TXLW\
,QFHQWLYH� 3ODQ�� RU� WKH� ����� 3ODQ��7KH� ����� 3ODQ� SURYLGHV� IRU� JUDQWV� RI� VWRFN� RSWLRQV�� VWRFN� DSSUHFLDWLRQ
ULJKWV�� SHUIRUPDQFH� XQLWV�� UHVWULFWHG� VWRFN�� UHVWULFWHG� VWRFN� XQLWV� DQG� SHUIRUPDQFH� VKDUHV��$� WRWDO� RI� ILYH
PLOOLRQ�������������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�PD\�EH�LVVXHG�SXUVXDQW�WR�WKH������3ODQ��7KH
H[HUFLVH�SULFH�SHU�VKDUH�IRU�WKH�VKDUHV�WR�EH�LVVXHG�SXUVXDQW�WR�DQ�H[HUFLVH�RI�D�VWRFN�RSWLRQ�ZLOO�EH�QR�OHVV
WKDQ�WKH�IDLU�PDUNHW�YDOXH�SHU�VKDUH�RQ�WKH�JUDQW�GDWH��H[FHSW�WKDW�� LQ�WKH�FDVH�RI�DQ�LQFHQWLYH�VWRFN�RSWLRQ
JUDQWHG� WR� D� SHUVRQ� ZKR� KROGV�PRUH� WKDQ� ���� RI� WKH� WRWDO� FRPELQHG� YRWLQJ� SRZHU� RI� DOO� FODVVHV� RI� WKH
&RPSDQ\¶V�VWRFN�RU�DQ\�RI�LWV�VXEVLGLDULHV��WKH�H[HUFLVH�SULFH�ZLOO�EH�QR�OHVV�WKDQ������RI�WKH�IDLU�PDUNHW
YDOXH�SHU�VKDUH�RQ�WKH�JUDQW�GDWH��1R�PRUH�WKDQ�DQ�DJJUHJDWH�RI���������VKDUHV��RU�IRU�DZDUGV�GHQRPLQDWHG
LQ�FDVK��WKH�IDLU�PDUNHW�YDOXH�RI�����������VKDUHV�RQ�WKH�JUDQW�GDWH��PD\�EH�VXEMHFW�WR�DZDUGV�XQGHU�WKH�����
3ODQ�WR�DQ\�LQGLYLGXDO�SDUWLFLSDQW�LQ�DQ\�RQH�ILVFDO�\HDU��1R�DZDUGV�PD\�EH�JUDQWHG�XQGHU�WKH������3ODQ�DIWHU
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0D\����������H[FHSW�WKDW�DQ\�DZDUG�JUDQWHG�EHIRUH�WKHQ�PD\�H[WHQG�EH\RQG�WKDW�GDWH�

2Q�0D\����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�FHUWDLQ�GLUHFWRUV�DQG�HPSOR\HHV�IRU�WKH�SXUFKDVH
RI� �������� VKDUHV� RI� WKH� &RPSDQ\¶V� FRPPRQ� VWRFN� DW� DQ� H[HUFLVH� SULFH� RI� ������ WKDW� YHVW� LPPHGLDWHO\�
7KHVH�RSWLRQV�H[SLUH�RQ�-XQH���������

2Q�-XO\�����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�WKUHH�LQGHSHQGHQW�GLUHFWRUV�IRU�WKH�SXUFKDVH�RI
�������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI��������RI�ZKLFK��������VKDUHV�YHVWHG
RQ�-DQXDU\����������DQG�WKH�UHPDLQLQJ��������VKDUHV�YHVWHG�RQ�-XO\�����������7KHVH�RSWLRQV�H[SLUH�RQ�-XO\
���������

2Q� -DQXDU\� ��� ������ WKH�%RDUG� RI�'LUHFWRUV� JUDQWHG� RSWLRQV� WR� RQH� HPSOR\HH� IRU� WKH� SXUFKDVH� RI� ������
VKDUHV� RI� WKH� &RPSDQ\¶V� FRPPRQ� VWRFN� DW� DQ� H[HUFLVH� SULFH� RI� ������� WKDW� YHVWHG� LPPHGLDWHO\�� 7KHVH
RSWLRQV�H[SLUH�RQ�-DQXDU\���������

2Q�)HEUXDU\����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�D�QHZO\�DSSRLQWHG�GLUHFWRU�IRU�WKH�SXUFKDVH
RI��������VKDUHV�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������RI�ZKLFK��������VKDUHV
YHVWHG�RQ�$XJXVW���������DQG�WKH�UHPDLQLQJ��������VKDUHV�YHVWHG�RQ�)HEUXDU\����������7KHVH�RSWLRQV�H[SLUH
RQ�)HEUXDU\���������

2Q� -XO\� ���� ������ WKH�%RDUG� RI�'LUHFWRUV� JUDQWHG� RSWLRQV� WR� IRXU� GLUHFWRUV� DQG� FHUWDLQ� HPSOR\HHV� IRU� WKH
SXUFKDVH� RI� �������� VKDUHV� DQG� �������� VKDUHV� RI� WKH�&RPSDQ\¶V� FRPPRQ� VWRFN� DW� DQ� H[HUFLVH� SULFH� RI
��������UHVSHFWLYHO\��7KHVH�RSWLRQV�YHVW�LQ����HTXDO�TXDUWHUV�ZLWK�DQ�LQLWLDO�YHVWLQJ�GDWH�RI�2FWREHU����������
7KHVH�RSWLRQV�H[SLUH�RQ�-XO\����������

2Q�-DQXDU\����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�HDFK�RI�WKH�WKUHH�LQGHSHQGHQW�GLUHFWRUV�IRU�WKH
SXUFKDVH�RI��������VKDUHV�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������7KHVH�RSWLRQV
YHVW� LQ�IRXU�HTXDO�TXDUWHUV�RYHU�WZHOYH�PRQWKV�ZLWK�DQ�LQLWLDO�YHVWLQJ�GDWH�RI�$SULO����������7KHVH�RSWLRQV
H[SLUH�RQ�-DQXDU\���������

2Q�)HEUXDU\����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�WKH�&RPSDQ\¶V�SUHVLGHQW�IRU�WKH�SXUFKDVH�RI
�������VKDUHV�RI� WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������7KHVH�RSWLRQV�YHVW� LQ� IRXU
HTXDO� TXDUWHUV� RYHU� WZHOYH�PRQWKV�ZLWK� DQ� LQLWLDO� YHVWLQJ� GDWH� RI�0D\� ��� ������7KHVH� RSWLRQV� H[SLUH� RQ
)HEUXDU\���������

2Q� )HEUXDU\� ���� ������ WKH� %RDUG� RI� 'LUHFWRUV� JUDQWHG� RSWLRQV� WR� HDFK� RI� WKH� WZR� QHZ� GLUHFWRUV� IRU� WKH
SXUFKDVH�RI��������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI���������RI�ZKLFK�������
VKDUHV� YHVWHG� RQ�$XJXVW� ���� ����� DQG� WKH� UHPDLQLQJ� ������� VKDUHV� YHVWHG� RQ� )HEUXDU\� ���� ������ 7KHVH
RSWLRQV�H[SLUH�RQ�)HEUXDU\����������

2Q�2FWREHU����������WKH�%RDUG�RI�'LUHFWRUV�JUDQWHG�RSWLRQV�WR�D�QHZO\�DSSRLQWHG�GLUHFWRU�IRU�WKH�SXUFKDVH�RI
�������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DW�DQ�H[HUFLVH�SULFH�RI��������RI�ZKLFK��������VKDUHV�YHVW�RQ
$SULO���������DQG�WKH�UHPDLQLQJ��������VKDUHV�YHVW�RQ�2FWREHU����������7KHVH�RSWLRQV�H[SLUH�RQ�2FWREHU���
�����

7KH�IDLU�YDOXH�RI�HDFK�RSWLRQ�JUDQWHG�RQ�0D\����������-XO\�����������-DQXDU\����������)HEUXDU\����������-XO\
����������-DQXDU\����������)HEUXDU\����������)HEUXDU\����������DQG�2FWREHU���������DUH�HVWLPDWHG�RQ�WKH
UHVSHFWLYH� GDWHV� RI� JUDQW� XVLQJ� WKH� %ODFN�6FKROHV� RSWLRQ� SULFLQJ� PRGHO� ZLWK� WKH� IROORZLQJ� PDMRU
DVVXPSWLRQV�

*UDQWHG�RQ � 0D\��� � � -XO\���� � � -DQXDU\��� � � )HEUXDU\ � � -XO\���� � � -DQXDU\��� � � )HEUXDU\��� � � )HEUXDU\���� � � 2FWREHU��� �
� � ���� � � ���� � � ���� � � ������� � � ���� � � ���� � � ���� � � ���� � � ���� �
([SHFWHG

GLYLGHQG
\LHOG � ��� � ��� � ��� � ��� � ��� � ��� � ��� � ��� � ���

5LVN�IUHH
LQWHUHVW
UDWH � ������ � ������ � ������ � ������ � ������ � ������ � ������ � ������ � ������

([SHFWHG�WHUP
�LQ�\HDUV� � �� � �� � �� � �� � ���� � �� � �� � �� � ��

([SHFWHG
YRODWLOLW\ � ������ � ������ � ������� � ������� � ������� � ������ � ������ � ������ � ������

7KH� YRODWLOLW\� RI� WKH� &RPSDQ\¶V� FRPPRQ� VWRFN� ZDV� HVWLPDWHG� E\� PDQDJHPHQW� EDVHG� RQ� WKH� KLVWRULFDO
YRODWLOLW\� RI� WKH� &RPSDQ\¶V� FRPPRQ� VWRFN�� 7KH� ULVN� IUHH� LQWHUHVW� UDWH� ZDV� EDVHG� RQ� 7UHDVXU\� &RQVWDQW
0DWXULW\�5DWHV� SXEOLVKHG�E\� WKH�8�6��)HGHUDO�5HVHUYH� IRU� SHULRGV� DSSOLFDEOH� WR� WKH� HVWLPDWHG� WHUP�RI� WKH
RSWLRQV��7KH� H[SHFWHG�GLYLGHQG�\LHOG�ZDV�EDVHG�RQ� WKH�&RPSDQ\¶V� FXUUHQW� DQG� H[SHFWHG�GLYLGHQG�SROLF\�
&KDQJHV�LQ�WKH�PDQDJHPHQW¶V�HVWLPDWHV�DQG�DVVXPSWLRQV�UHJDUGLQJ�WKH�H[SHFWHG�YRODWLOLW\�DQG�YDOXDWLRQ�RI
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WKH� &RPSDQ\¶V� FRPPRQ� VWRFN� FRXOG� VLJQLILFDQWO\� LPSDFW� WKH� HVWLPDWHG� IDLU� YDOXHV� RI� WKH� VKDUH� RSWLRQV
GHWHUPLQHG�XQGHU�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO�DQG��DV�D�UHVXOW��WKH�QHW�LQFRPH�DQG�WKH�QHW�LQFRPH
DWWULEXWDEOH� WR� WKH�&RPSDQ\¶V�VWRFNKROGHUV��7KH�ZHLJKWHG�DYHUDJH�JUDQW�GDWH� IDLU�YDOXH�RI�RSWLRQV�JUDQWHG
ZDV� ������ DQG� ������� GXULQJ� ����� DQG� ������ UHVSHFWLYHO\�� 7KH� WRWDO� LQWULQVLF� YDOXH� RI� RSWLRQV� H[HUFLVHG
GXULQJ� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ����� ZDV� ���������� ��������� DQG� ���������
UHVSHFWLYHO\�� )RU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ WKH� &RPSDQ\� UHFRUGHG� VWRFN
FRPSHQVDWLRQ�H[SHQVH�RI������������������������DQG���������� UHVSHFWLYHO\�� LQ�JHQHUDO� DQG�DGPLQLVWUDWLYH
H[SHQVHV��$V�RI�'HFHPEHU�����������DSSUR[LPDWHO\������������RI�VWRFN�FRPSHQVDWLRQ�H[SHQVH�ZLWK�UHVSHFW
WR�QRQ�YHVWHG�VWRFN�EDVHG�DZDUGV�LV�WR�EH�UHFRJQL]HG�RYHU�DSSUR[LPDWHO\�����\HDUV��7KH�RSWLRQV�DFWLYLW\�LV�DV
IROORZV�

� � � � � :HLJKWHG � � $YHUDJH � � � �
� � 2SWLRQV � � $YHUDJH

([HUFLVH
� � 5HPDLQLQJ � � $JJUHJDWH �

� � 2XWVWDQGLQJ � � 3ULFH � � &RQWUDFWXDO
/LIH

� � ,QWULQVLF
9DOXH

�

� � � � � � � � � � � � �
-DQXDU\�������� � �������� � ������ � ����� � �����������
�������������������*UDQWHG � ���������� � ������ � ����� � � �
�������������������([HUFLVHG���FDVK � �������� � ����� � ����� � � �
�������������������([HUFLVHG���FDVKOHVV � �������� � ����� � ����� � � �
'HFHPEHU��������� � ���������� � ������ � ����� � ������������
�������������������*UDQWHG � �������� � ������ � ����� � � �
�������������������([HUFLVHG � �������� � ����� � ����� � � �
�������������������)RUIHLWHG � �������� � ������ � ����� � � �
'HFHPEHU��������� � ���������� � ����� � ����� � ����������
9HVWHG�DQG�H[SHFWHG�WR�YHVW � ���������� � ����� � ����� � ����������
([HUFLVDEOH � ���������� � ����� � ����� � ����������

'XULQJ� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ D� KROGHU� RI� WKH� VKDUH� RSWLRQV� H[HFXWHG� FDVKOHVV� H[HUFLVH� RI
�������VKDUH�RSWLRQV�DQG�UHFHLYHG��������VKDUHV�RI�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\�
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,17(5(67�(;3(16(��,1&20(��>7H[W�%ORFN@ 127(����±�,17(5(67�(;3(16(��,1&20(�

,QWHUHVW� H[SHQVH� �LQFRPH��� QHW� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ����
FRPSULVHG�DV�IROORZLQJ�

,QWHUHVW�H[SHQVH��LQFRPH���QHW

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
���������������������
�,QWHUHVW
H[SHQVH�±�EDQN
ORDQV � ��������� � ��������� � �����������
���������������������
�,QWHUHVW
H[SHQVH�±
QRQFRQWUROOLQJ
LQWHUHVW�KROGHU � �� � �� � ����������
���������������������
�,QWHUHVW
H[SHQVH�±
SRWHQWLDO
LQYHVWRUV � �������� � �������� � ����������
���������������������
�,QWHUHVW
H[SHQVH�±�1RWHV� ���������� � ���������� � ��������
���������������������
�,QWHUHVW
H[SHQVH�±�RWKHU � ������� � �������� � ��
���������������������
�,QWHUHVW�LQFRPH � ����������� � ��������� � ���������
7RWDO � ����������� � ����������� � �����������

�
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���0RQWKV�(QGHG
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67$78725<�5(6(59(6�>7H[W�%ORFN@ 127(����±�67$78725<�5(6(59(6

7KH�&RPSDQ\¶V�35&�VXEVLGLDULHV�DUH�UHTXLUHG�WR�DOORFDWH�DW� OHDVW�����RI� LWV�DIWHU� WD[�SURILWV�DV
GHWHUPLQHG� XQGHU� JHQHUDOO\� DFFHSWHG� DFFRXQWLQJ� SULQFLSDO� LQ� WKH� 35&� WR� LWV� VWDWXWRU\� VXUSOXV
UHVHUYH�XQWLO� WKH� UHVHUYH�EDODQFH� UHDFKHV�����RI� UHVSHFWLYH� UHJLVWHUHG�FDSLWDO��7KH�DFFXPXODWHG
EDODQFH� RI� WKH� VWDWXWRU\� UHVHUYH� DV� RI� 'HFHPEHU� ���� ����� DQG� ����� ZDV� ������������ DQG
�������������UHVSHFWLYHO\�
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���0RQWKV�(QGHG
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%86,1(66�&20%,1$7,21�>7H[W�%ORFN@ 127(����±�%86,1(66�&20%,1$7,21

$V� GLVFORVHG� XQGHU� 1RWH� ��� RQ� 6HSWHPEHU� ���� ������ WKH� &RPSDQ\� HQWHUHG� LQWR� DQ� HTXLW\
SXUFKDVH�DJUHHPHQW�ZLWK�'DOLQ�DQG�FHUWDLQ�HTXLW\�RZQHUV�RI�'DOLQ��³(TXLW\�2ZQHUV�RI�'DOLQ´��
WR� SXUFKDVH� ���� HTXLW\� LQWHUHVW� LQ� 'DOLQ�� IRU� FDVK� FRQVLGHUDWLRQ� RI� 50%�����������
�DSSUR[LPDWHO\� ������PLOOLRQ�� �³&RQVLGHUDWLRQ´��� SD\DEOH� LQ� IRXU� LQVWDOOPHQWV��'DOLQ� LQ� WXUQV
KHOG� D� ���� HTXLW\� LQWHUHVW� LQ� 4LDQIHQJ� DQG� VXEVHTXHQWO\� UHQDPHG� DV� *XL]KRX� 7DLEDQJ� RQ
'HFHPEHU�����������3XUVXDQW�WR�WKH�HTXLW\�SXUFKDVH�DJUHHPHQW��L��LI�WKH�&RPSDQ\�SD\V�50%
������������ �DSSUR[LPDWHO\� ������ PLOOLRQ��� UHSUHVHQWLQJ� ���� RI� WKH� &RQVLGHUDWLRQ�� RQ� RU
EHIRUH� $SULO� ��� ������ WKH� &RPSDQ\� ZLOO� EH� HQWLWOHG� WR� VKDUH� 'DOLQ¶V� SRUWLRQ� RI� WKH� SURILW
JHQHUDWHG� E\� 4LDQIHQJ� VWDUWLQJ� IURP� -DQXDU\� ��� ������ DQG� �LL�� LI� WKH� &RPSDQ\� IDLOV� WR� SD\
50%������������RQ�RU�EHIRUH�$SULO����������WKH�SURILW�JHQHUDWHG�E\�4LDQIHQJ�IURP�-DQXDU\���
����� XQWLO� WKH� GD\� RI� SD\PHQW� RI�50%������������ZLOO� EH� VKDUHG� E\� WKH�&RPSDQ\� DQG� WKH
(TXLW\�2ZQHUV�RI�'DOLQ�RQ�D�SURSRUWLRQDWH�EDVLV��,Q�DGGLWLRQ��WKH�ILQDO�LQVWDOOPHQW��UHSUHVHQWLQJ
WKH�����RI�WKH�&RQVLGHUDWLRQ��VKRXOG�EH�SDLG�RQ�RU�EHIRUH�$SULO���������ZLWK�LQWHUHVW�DFFUXLQJ
DW�������SHU�DQQXP�

7KH�&RPSDQ\�LQLWLDWHG�SD\PHQW�RI�WKH�WKLUG�LQVWDOOPHQW�RI�WKH�&RQVLGHUDWLRQ�RQ�$SULO���������
LQ� DFFRUGDQFH� ZLWK� WKH� LQVWUXFWLRQV� SURYLGHG� E\� (TXLW\� 2ZQHUV� RI� 'DOLQ�� ZKLFK� ZDV
VXEVHTXHQWO\�SDLG�RQ�$SULO���DQG�$SULO�����������7KH�SD\PHQW�ZDV�GHHPHG�E\�(TXLW\�2ZQHUV
RI�'DOLQ�WR�KDYH�IXOILOOHG�WKH�&RPSDQ\¶V�REOLJDWLRQV�XQGHU�WKH�HTXLW\�SXUFKDVH�DJUHHPHQW��$V�D
UHVXOW��WKH�&RPSDQ\�ZDV�HQWLWOHG�WR�DOO�WKH�ULJKWV�DQG�SULYLOHJHV�RI�D�����VKDUHKROGHU�LQ�'DOLQ�
LQFOXGLQJ�WKH�ULJKW�WR�UHFHLYH�LWV�SUR�UDWD�VKDUH�RI�WKH�SURILWV�JHQHUDWHG�E\�'DOLQ¶V�����RZQHG
VXEVLGLDU\�� 4LDQIHQJ�� VLQFH� -DQXDU\� ������$V� GLVFORVHG� LQ� QRWH� ���� WKH� &RPSDQ\¶V� HIIHFWLYH
HTXLW\� LQWHUHVW� LQ� 4LDQIHQJ� LV� VXEMHFW� WR� D� SRVVLEOH� GLOXWLRQ� WR� DV� ORZ� DV� ������� LI� SRWHQWLDO
LQYHVWRUV�RI�4LDQIHQJ�SUHYDLO�LQ�D�ODZVXLW�WR�REWDLQ�DGGLWLRQDO�HTXLW\�LQWHUHVWV�LQ�4LDQIHQJ��RU�WR
��������LI�WKH�&RPSDQ\�GHFLGHV�WR�UDWLI\�D�GLVVHQWLQJ�4LDQIHQJ�VKDUHKROGHU¶V�UHTXHVW�WR�UHJLVWHU
LWV�DGGLWLRQDO�FDSLWDO�LQIXVLRQ��7KH�&RPSDQ\�SDLG�D�VXEVWDQWLDO�SRUWLRQ�RI�WKH�ILQDO�LQVWDOOPHQW�
UHSUHVHQWLQJ�����RI�WKH�&RQVLGHUDWLRQ��RQ�$SULO���������

$FFRUGLQJ� WR� WKH� HTXLW\� SXUFKDVH� DJUHHPHQW�� DV� DPHQGHG�� WKH� &RPSDQ\� FDQ� H[HUFLVH� LWV
VKDUHKROGHU¶V�ULJKWV��DV�ZHOO�DV�WR�WDNH�FRQWURO�RYHU�DOO�WKH�FRUSRUDWH�VHDOV�DQG�OLFHQVH�RI�'DOLQ
XSRQ�WKH�SD\PHQW�RI�WKH�VHFRQG�LQVWDOOPHQW��ZKLFK�ZDV�SDLG�E\�WKH�&RPSDQ\�RQ�'HFHPEHU����
������+RZHYHU��'DOLQ¶V�UHODWHG�YRWLQJ�SRZHU�RYHU�LWV�VXEVLGLDU\��4LDQIHQJ��ZDV�QRW�WUDQVIHUUHG
WR�WKH�&RPSDQ\�XQWLO�WKH�&RPSDQ\¶V�QRPLQHHV�JDLQHG�FRQWURO�RI�WKH�ERDUG�RI�GLUHFWRUV�DQG�WKH
PDQDJHPHQW�SRVLWLRQV�RI�4LDQIHQJ�RQ�-DQXDU\�����������7KH�&RPSDQ\¶V�IRXU�QRPLQHHV�ZHUH
HOHFWHG� WR�4LDQIHQJ¶V� VHYHQ�PHPEHU�%RDUG� RI�'LUHFWRUV� LQ� D� VSHFLDO�PHHWLQJ� RQ� -DQXDU\� ���
������,Q�DGGLWLRQ��RQ�WKH�VDPH�GDWH��4LDQIHQJ¶V�%RDUG�RI�'LUHFWRUV�HOHFWHG�D�QHZ�PDQDJHPHQW
WHDP� FRQVLVWLQJ� RI� DOO� &RPSDQ\¶V� DSSRLQWHHV�� LQFOXGLQJ� &KLHI� ([HFXWLYH� 2IILFHU�� ([HFXWLYH
6HQLRU�9LFH�3UHVLGHQW��&KLHI�)LQDQFLDO�2IILFHU�DQG�'LUHFWRU�RI�6DOHV��7KHUHIRUH�� WKH�&RPSDQ\
EHOLHYHV� WKDW� -DQXDU\� ���� ������ WKH� GDWH� RQ� ZKLFK� WKH� &RPSDQ\� OHJDOO\� REWDLQHG� FRQWURO�
DFTXLUHG� WKH� DVVHWV�� DVVXPHG� WKH� OLDELOLWLHV� DQG� EHFDPH� HQWLWOHG� WR�'DOLQ¶V� VKDUH� RI� WKH� SURILW
JHQHUDWHG� E\� 4LDQIHQJ�� DV� WKH� DFTXLVLWLRQ� GDWH�� 7KH� UHVXOWV� RI� 'DOLQ¶V� DQG� LWV� VXEVLGLDULHV¶
RSHUDWLRQV� IURP� -DQXDU\� ��� ����� WKURXJK�'HFHPEHU� ���� ����� DUH� LQFOXGHG� LQ� WKH�&RPSDQ\¶V
FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�IDLU�YDOXH�RI�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DW
WKH�GDWH�RI�DFTXLVLWLRQ�

&RQVLGHUDWLRQV� � � �
&DVK�FRQVLGHUDWLRQ�SD\DEOH�E\�WKH�&RPSDQ\ � ������������
)DLU�YDOXH�RI�QRQFRQWUROOLQJ�LQWHUHVW � �����������
� � ������������
� � � �
&XUUHQW�DVVHWV � ������������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW � ����������
,QWDQJLEOHV � � �
�����3ODVPD�FROOHFWLRQ�SHUPLWV � �����������
�����/DQG�XVH�ULJKWV � ����������
�����/RQJ�WHUP�FXVWRPHU�UHODWLRQVKLS � ����������
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�����*03�&HUWLILFDWH � ����������
�����6RIWZDUH � ������
2WKHU�QRQ�FXUUHQW�DVVHWV � ����������
���7RWDO�DVVHWV � �����������
7RWDO�OLDELOLWLHV � ������������
'HIHUUHG�WD[�OLDELOLWLHV � �����������
���������������7RWDO�LGHQWLILDEOH�QHW�DVVHWV�DFTXLUHG � �����������
*RRGZLOO � �����������
7RWDO � ������������

�

�

7KH�IDLU�YDOXHV�RI�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�ZHUH�GHWHUPLQHG�E\�PDQDJHPHQW
ZLWK�WKH�DVVLVWDQFH�RI�DQ�LQGHSHQGHQW�DSSUDLVDO��7KH�IDLU�YDOXHV�RI�WKH�DVVHWV�DFTXLUHG��OLDELOLWLHV
DVVXPHG�DQG�QRQFRQWUROOLQJ� LQWHUHVW�ZHUH�SULPDULO\�HVWLPDWHG�XVLQJ�D�FRPELQDWLRQ�RI� LQFRPH
DSSURDFK�� FRVW� DSSURDFK� DQG� PDUNHW� DSSURDFK� YDOXDWLRQ� WHFKQLTXHV�� $� JRRGZLOO� RI� �����
PLOOLRQ�� UHSUHVHQWLQJ� WKH� H[FHVV� RI� WKH� FRQVLGHUDWLRQ� DQG� IDLU� YDOXH� RI� QRQFRQWUROOLQJ� LQWHUHVW
RYHU� WKH� IDLU�YDOXHV�DVVLJQHG� WR�DVVHWV�DFTXLUHG�DQG� OLDELOLWLHV�DVVXPHG��ZDV� UHFRJQL]HG�DW� WKH
DFTXLVLWLRQ� GDWH��7KH� JRRGZLOO� LV�PDLQO\� IRU� WKH� V\QHUJLHV� DQG� FRVW� UHGXFWLRQ� H[SHFWHG� WR� EH
DFKLHYHG��7KH�DFTXLUHG�JRRGZLOO�LV�QRW�GHGXFWLEOH�IRU�WD[�SXUSRVHV��7KH�WUDQVDFWLRQ�FRVWV�RI�WKH
DFTXLVLWLRQ�ZHUH�QRW�PDWHULDO��DQG�KDYH�EHHQ�UHFRUGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�
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0DQDJHPHQW� XVHG� WKH� IROORZLQJ� PHWKRGV� DQG� DVVXPSWLRQV� WR� HVWLPDWH� WKH� IDLU� YDOXH� RI
ILQDQFLDO�LQVWUXPHQWV�DW�WKH�UHOHYDQW�EDODQFH�VKHHW�GDWHV�

6KRUW�WHUP� ILQDQFLDO� LQVWUXPHQWV� �LQFOXGLQJ� DFFRXQWV� UHFHLYDEOHV�� RWKHU
UHFHLYDEOHV�� VKRUW�WHUP� ORDQV�� DFFRXQWV� SD\DEOH�� RWKHU� SD\DEOHV� DQG� DFFUXHG
H[SHQVHV�� DFFUXHG� LQWHUHVW�� DQG� DPRXQWV� GXH� WR� UHODWHG� SDUWLHV�� ±� 7KH� FDUU\LQJ
DPRXQWV� RI� WKH� VKRUW�WHUP� ILQDQFLDO� LQVWUXPHQWV� DSSUR[LPDWH� WKHLU� IDLU� YDOXHV
EHFDXVH�RI�WKH�VKRUW�PDWXULW\�RI�WKHVH�LQVWUXPHQWV�

x�

/RQJ�WHUP� RWKHU� SD\DEOH� ±� 7KH� IDLU� YDOXH� RI� WKH� &RPSDQ\¶V� ORQJ�WHUP� RWKHU
SD\DEOH�LV�HVWLPDWHG�E\�GLVFRXQWLQJ�IXWXUH�FDVK�IORZV�XVLQJ�FXUUHQW�PDUNHW�LQWHUHVW
UDWHV�RIIHUHG�WR�WKH�&RPSDQ\�DQG�LWV�VXEVLGLDULHV�IRU�GHEWV�ZLWK�VXEVWDQWLDOO\�WKH
VDPH� FKDUDFWHULVWLFV� DQG� PDWXULWLHV�� 7KH� FDUU\LQJ� DPRXQWV� RI� WKH� ORQJ�WHUP
SD\DEOH�DSSUR[LPDWH�WKHLU�IDLU�YDOXHV�

x�

'HULYDWLYH�OLDELOLWLHV��WKH�HPEHGGHG�FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV�DQG�:DUUDQWV�
±�7KH�HVWLPDWHG�IDLU�YDOXHV�ZHUH�GHWHUPLQHG�E\�XVLQJ�%LQRPLQDO�2SWLRQ�3ULFLQJ
0RGHO�ZLWK�/HYHO���LQSXWV��7KH�IROORZLQJ�WDEOH�VHWV�IRUWK��E\�OHYHO�ZLWKLQ�WKH�IDLU
YDOXH�KLHUDUFK\�� WKH�&RPSDQ\¶V� ILQDQFLDO� LQVWUXPHQWV� WKDW�ZHUH�PHDVXUHG�DW� IDLU
YDOXH�RQ�D�UHFXUULQJ�EDVLV�DV�RI�'HFHPEHU����������DQG������

x�

� � � � � )DLU�9DOXH�0HDVXUHPHQWV�8VLQJ� �
� � � � � 4XRWHG�3ULFHV � � � � � � �
� � � � � LQ�$FWLYH�0DUNHWV � � 6LJQLILFDQW � � � �
� � � � � IRU�,GHQWLFDO � � 2WKHU � � 6LJQLILFDQW �
� � � � � )LQDQFLDO�$VVHWV � � 2EVHUYDEOH � � 8QREVHUYDEOH �
� � � � � DQG�/LDELOLWLHV � � ,QSXWV � � ,QSXWV �
'HFHPEHU��������� � 7RWDO � � /HYHO�� � � /HYHO�� � � /HYHO�� �
/LDELOLWLHV�DW�IDLU�YDOXH� � � � � � � � � � � � �
'HULYDWLYH�OLDELOLWLHV²
:DUUDQWV � ������������ �� � ���������� � ��

� � � � � � � � � � � � �
'HFHPEHU��������� � 7RWDO � � /HYHO�� � � /HYHO�� � � /HYHO�� �
/LDELOLWLHV�DW�IDLU�YDOXH� � � � � � � � � � � � �
'HULYDWLYH
OLDELOLWLHV²HPEHGGHG
FRQYHUVLRQ�RSWLRQ�LQ�WKH
1RWHV � ������������� ��� � ������������ � ����������������������

'HULYDWLYH
OLDELOLWLHV²:DUUDQWV � ������������ �� � ����������� � ��

�
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7KH� &RPSDQ\¶V� VDOHV� DUH� SULPDULO\� GHULYHG� IURP� WKH� PDQXIDFWXUH� DQG� VDOH� RI� +XPDQ� $OEXPLQ� DQG
,PPXQRJOREXOLQ�SURGXFWV��7KH�&RPSDQ\¶V�VDOHV�E\�VLJQLILFDQW�W\SHV�RI�SURGXFW�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����
�����������DQG������DUH�DV�IROORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
+XPDQ�$OEXPLQ � ������������ � ������������ � ������������
,PPXQRJOREXOLQ�SURGXFWV� � � � � � � � � �
�����������+XPDQ�+HSDWLWLV�%
,PPXQRJOREXOLQ � ���������� � ����������� � ����������
�����������+XPDQ�,PPXQRJOREXOLQ
IRU�,QWUDYHQRXV�,QMHFWLRQ � ����������� � ����������� � �����������
�����������+XPDQ�5DELHV
,PPXQRJOREXOLQ � ���������� � ���������� � ����������
�����������+XPDQ�7HWDQXV
,PPXQRJOREXOLQ � ���������� � ���������� � ����������
�����������+XPDQ�,PPXQRJOREXOLQ � �� � ���������� � ����������
2WKHUV � ���������� � ���������� � ����������
7RWDOV � ������������� � ������������� � �������������

�

�

7KH� &RPSDQ\� VHOOV� LWV� KXPDQ� EORRG� SURGXFWV� WR� FXVWRPHUV� LQ� &KLQD� DQG� ,QGLD�� 7KH� DPRXQW� RI� KXPDQ� EORRG
SURGXFWV�VROG�WR�FXVWRPHUV�LQ�,QGLD�ZDV�OHVV�WKDQ�����RI�WRWDO�VDOHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU���������������
DQG�������UHVSHFWLYHO\�
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2SHUDWLQJ�OHDVH�FRPPLWPHQWV

7RWDO� RSHUDWLQJ� OHDVH� FRPPLWPHQWV� IRU� UHQWDO� RI� RIILFHV� DQG� ODQG� XVH� ULJKWV� DQG
EXLOGLQJV� RI� WKH� &RPSDQ\¶V� 35&� VXEVLGLDULHV� DV� RI� 'HFHPEHU� ���� ����� LV� DV
IROORZV�

<HDU�HQGLQJ�'HFHPEHU���� � � �
���� � ���������
���� � �������
���� � �������
���� � �������
���� � �������
<HDUV�DIWHU � ��������
7RWDO�PLQLPXP�SD\PHQWV�UHTXLUHG � ���������

)RU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ WRWDO� OHDVH� H[SHQVH
DPRXQWHG�WR��������������������DQG�����������UHVSHFWLYHO\�

/HJDO�SURFHHGLQJV

%REDL�&RXQW\�&ROOHFWLRQ�6WDWLRQ

,Q� -DQXDU\� ������ WKH� &RPSDQ\¶V� 35&� VXEVLGLDU\�� 6KDQGRQJ� 7DLEDQJ�� DGYDQFHG
��������� �50%���� PLOOLRQ�� WR� )HQJ� /LQ�� WKH� ���� QRQFRQWUROOLQJ� LQWHUHVW
VKDUHKROGHU� RI� )DQJ� &KHQJ� 3ODVPD� &RPSDQ\�� DQ� LQGLUHFW� PDMRULW\� RZQHG
VXEVLGLDU\�RI� WKH�&RPSDQ\�� IRU� WKH�SXUSRVH�RI�HVWDEOLVKLQJ�RU�DFTXLULQJ�D�SODVPD
FROOHFWLRQ�VWDWLRQ��0U��/LQ�DQG�6KDQGRQJ�7DLEDQJ� LQWHQGHG� WR�HVWDEOLVK� WKH�%REDL
.DQJDQ� 3ODVPD� &ROOHFWLRQ� &R��� /WG�� �³%REDL´�� LQ� %REDL� &RXQW\�� *XDQJ[L�� 2Q
-DQXDU\�����������6KDQGRQJ�7DLEDQJ�VLJQHG�D�OHWWHU�RI�LQWHQW�WR�DFTXLUH�WKH�DVVHWV
RI�WKH�%REDL�3ODVPD�&ROOHFWLRQ�6WDWLRQ��ZKLFK�ZDV�FR�RZQHG�E\�0U��/LQ�DQG�0U�
.HOLDQJ�+XDQJ��+RZHYHU�� LQ� -DQXDU\�������+XD�/DQ�%LRORJLFDO�(QJLQHHULQJ�&R��
/WG�� �³+XD�/DQ´�� ILOHG� VXLW� LQ� WKH�'LVWULFW�&RXUW� RI�+RQJ�4L�'LVWULFW��;LQ�;LDQJ
&LW\�� +HQDQ� 3URYLQFH�� DOOHJLQJ� WKDW� )HQJ� /LQ�� .HOLDQJ� +XDQJ� DQG� 6KDQGRQJ
7DLEDQJ�HVWDEOLVKHG�DQG�RU�VRXJKW� WR�RSHUDWH� WKH�%REDL�3ODVPD�&ROOHFWLRQ�6WDWLRQ
XVLQJ� D� SHUPLW� IRU� FROOHFWLQJ� DQG� VXSSO\LQJ�KXPDQ�SODVPD� LQ�%REDL�&RXQW\�� WKDW
ZDV� RULJLQDOO\� JUDQWHG� WR� +XD� /DQ� E\� WKH� JRYHUQPHQW� RI� WKH� *XDQJ[L� UHJLRQ�
ZLWKRXW� +XD� /DQ¶V� SHUPLVVLRQ�� 7KH� HVWDEOLVKPHQW� DQG� UHJLVWUDWLRQ� RI� %REDL� ZDV
QHYHU� UHDOL]HG� DV� D� UHVXOW� RI� WKLV� ODZ� VXLW�� 2Q� -DQXDU\� ���� ������ RQ� +XD� /DQ¶V
PRWLRQ�� WKH� 'LVWULFW� &RXUW� HQWHUHG� DQ� RUGHU� WR� IUHH]H� IXQGV� LQ� WKH� DPRXQW� RI
DSSUR[LPDWHO\� ��������� �50%����������� KHOG� E\� WKH� GHIHQGDQWV� LQ� WKH� FDVH�
LQFOXGLQJ� DSSUR[LPDWHO\� �������� �50%��������� LQ� IXQGV� KHOG� LQ� 6KDQGRQJ
7DLEDQJ¶V�EDQN�DFFRXQW�LQ�7DL¶DQ�&LW\��$�KHDULQJ�ZDV�KHOG�RQ�-XQH����������DQG
MXGJPHQW� ZDV� HQWHUHG� DJDLQVW� WKH� GHIHQGDQWV� DORQJ� ZLWK� D� ��������
�50%����������� MRLQW� ILQDQFLDO� MXGJPHQW�� 7KH� &RPSDQ\� DSSHDOHG� WKH� 'LVWULFW
&RXUW� MXGJPHQW� WR� WKH�;LQ[LDQJ�&LW\� ,QWHUPHGLDWH�&RXUW�� ,Q�1RYHPEHU������� WKH
;LQ[LDQJ� &LW\� ,QWHUPHGLDWH� &RXUW� DIILUPHG� WKH� MXGJPHQW� DJDLQVW� WKH� WKUHH
GHIHQGDQWV� DQG� LQFUHDVHG� WKH� DPRXQW� RI� WKH� MRLQW� ILQDQFLDO� MXGJPHQW� WR
DSSUR[LPDWHO\�����������50%�����������

,Q� -DQXDU\� ������ +XD� /DQ� HQIRUFHG� WKH� MXGJPHQW� JUDQWHG� E\� WKH� ;LQ[LDQJ� &LW\
,QWHUPHGLDWH� &RXUW� WR� IUHH]H� WKH� &RPSDQ\¶V� EDQN� DFFRXQWV�� 6KDQGRQJ� 7DLEDQJ
ILOHG�D�VHSDUDWH�DFWLRQ�DJDLQVW�+XD�/DQ�EHIRUH�WKH�7DL¶DQ�&LW\�'LVWULFW�&RXUW�WR�VHHN
UHFRYHU\�RI�DQ\�ORVVHV�LQ�FRQQHFWLRQ�ZLWK�+XD�/DQ¶V�FODLP�DQG�WR�UHTXHVW�WKDW�WKH
7DL¶DQ� &LW\� 'LVWULFW� &RXUW� SUHVHUYH� +XD� /DQ¶V� SURSHUW\� RU� IUHH]H� XS� WR
DSSUR[LPDWHO\�����������50%���PLOOLRQ��RI�+XD�/DQ¶V�DVVHWV�WR�VHFXUH�WKH�UHWXUQ
RI� VXFK� IXQGV� WR� WKH� &RPSDQ\�� 7KH� PDWWHU� LV� FXUUHQWO\� SHQGLQJ� EHIRUH� WKH
,QWHUPHGLDWH� &RXUW� RI� 7DL¶DQ� &LW\�� 3HQGLQJ� WKH� RXWFRPH� RI� WKH� SURFHHGLQJV�
6KDQGRQJ�7DLEDQJ� LQFUHDVHG� LWV� ORVV�FRQWLQJHQF\�UHVHUYH�GXULQJ� LWV� IRXUWK�TXDUWHU
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RI������IURP�DSSUR[LPDWHO\����������50%���������WR�����������50%����������
WR�FRYHU�LWV�VKDUH�RI�WKH�HQIRUFHPHQW�RI�WKLV�MXGJPHQW��'XULQJ�WKH�IRXUWK�TXDUWHU�RI
������ IXOO� DPRXQW� RI� WKH� MXGJPHQW�� LQFOXGLQJ� )HQJ� /LQ� DQG� .HOLDQJ� +XDQJ¶V
SRUWLRQV� RI� WKH� MXGJPHQW� DQG� WKH� UHODWHG� IHHV�� RI� DSSUR[LPDWHO\� ��������
�50%�����������ZDV�ZLWKGUDZQ�IURP�6KDQGRQJ�7DLEDQJ¶V�DFFRXQW��7KH�&RPSDQ\
UHFRUGHG�)HQJ�/LQ�DQG�.HOLDQJ�+XDQJ¶V�SRUWLRQ�RI�WKH�MXGJPHQW��RI�DSSUR[LPDWHO\
��������� �50%������������ DV� UHFHLYDEOH� DV� D� UHVXOW� RI� WKH� ZLWKGUDZDO�� $V� RI
'HFHPEHU�����������WKH�&RPSDQ\�GHWHUPLQHG�WKDW�LW�LV�XQOLNHO\�WKDW�WKH�&RPSDQ\
ZLOO�EH�DEOH�WR�UHFRYHU�VXFK�UHFHLYDEOH�IURP�WKRVH�WZR�LQGLYLGXDOV�DQG�ZURWH�RII�WKH
UHFHLYDEOH� DV� EDG� GHEW� H[SHQVH�� ,Q� -DQXDU\� ������ )HQJ� /LQ� WUDQVIHUUHG� KLV� ���
HTXLW\�LQ�)DQJ�&KHQJ�3ODVPD�&RPSDQ\�DV�D�UHSD\PHQW�IRU�VXFK�UHFHLYDEOH�KH�RZHG
WR�WKH�&RPSDQ\��$V�D�UHVXOW��WKH�&RPSDQ\�LV�QRZ�WKH�LQGLUHFW������RZQHU�RI�WKH
)DQJ�&KHQJ�3ODVPD�&RPSDQ\�

,Q�2FWREHU�������6KDQGRQJ�7DLEDQJ�DSSHDOHG�WR�WKH�+LJK�&RXUW�RI�+HQDQ�3URYLQFH
UHTXHVWLQJ�WKH�FRXUW�WR�UHYHUVH�MXGJPHQWV�IURP�WKH�+RQJ�4L�'LVWULFW�&RXUW�EDVHG�RQ
6KDQGRQJ�7DLEDQJ¶V�EHOLHI�WKDW�+XD�/DQ¶V�LQYROYHPHQW�LQ�%REDL�ZDV�LQ�YLRODWLRQ�RI
35&� %ORRG� 3URGXFWV� 5HJXODWLRQV� VLQFH� +XD� /DQ� GLG� QRW� LQYHVW�� DV� 6KDQGRQJ
7DLEDQJ�GLG��LQ�%REDL�DV�UHTXLUHG�E\�WKH�5HJXODWLRQ��7KH�&RPSDQ\�LV�DZDLWLQJ�WKH
MXGJPHQW� RI� WKH� +HQDQ� +LJK� &RXUW� DV� RI� WKH� GDWH� RI� WKLV� UHSRUW�� ,Q� OLJKW� RI� WKH
IRUHJRLQJ��LW�LV�XQOLNHO\�WKDW�WKH�&RPSDQ\¶V�SODQ�DFTXLVLWLRQ�RI�WKH�DVVHWV�RI�%REDL
ZLOO�JR�IRUZDUG�

'LVSXWH�DPRQJ�*XL]KRX�7DLEDQJ�6KDUHKROGHUV�RYHU�5DLVLQJ�$GGLWLRQDO�&DSLWDO

2Q�0D\�����������D�����PDMRULW\�RI�*XL]KRX�7DLEDQJ¶V�VKDUHKROGHUV�DSSURYHG�D
SODQ�WR�UDLVH�DGGLWLRQDO�FDSLWDO�IURP�SULYDWH�VWUDWHJLF�LQYHVWRUV�WKURXJK�WKH�LVVXDQFH
RI�DQ�DGGLWLRQDO������������VKDUHV�RI�*XL]KRX�7DLEDQJ�HTXLW\�LQWHUHVWV�DW�50%����
SHU� VKDUH��7KH� SODQ� UHTXLUHG� DOO� H[LVWLQJ�*XL]KRX�7DLEDQJ� VKDUHKROGHUV� WR�ZDLYH
WKHLU�ULJKWV�RI�ILUVW�UHIXVDO�WR�VXEVFULEH�IRU�WKH�DGGLWLRQDO�VKDUHV��7KH�UHPDLQLQJ���
PLQRULW\� KROGHU� RI� *XL]KRX� 7DLEDQJ¶V� VKDUHV�� WKH� *XL]KRX� -LH¶DQ� &RPSDQ\�� RU
-LH¶DQ��GLG�QRW�VXSSRUW�WKH�SODQ�DQG�GLG�QRW�DJUHH�WR�ZDLYH�LWV�ULJKW�RI�ILUVW�UHIXVDO�
2Q�0D\� ���� ������ WKH�PDMRULW\� VKDUHKROGHUV� FDXVHG�*XL]KRX�7DLEDQJ� WR� VLJQ� DQ
(TXLW\�3XUFKDVH�$JUHHPHQW�ZLWK�FHUWDLQ�LQYHVWRUV��SXUVXDQW�WR�ZKLFK�WKH�LQYHVWRUV
DJUHHG� WR� LQYHVW� DQ� DJJUHJDWH� RI� 50%����������� �DSSUR[LPDWHO\� ������������ LQ
H[FKDQJH�IRU������������VKDUHV��RU��������RI�*XL]KRX�7DLEDQJ¶V�HTXLW\� LQWHUHVWV�
$W�WKH�VDPH�WLPH��-LH¶DQ�DOVR�VXEVFULEHG�IRU�����������VKDUHV��UHSUHVHQWLQJ�LWV���
SUR�UDWD�VKDUH�RI�WKH������������VKDUHV�EHLQJ�RIIHUHG��7KH�SURFHHGV�IURP�DOO�SDUWLHV
ZHUH�UHFHLYHG�E\�*XL]KRX�7DLEDQJ�LQ�DFFRUGDQFH�ZLWK�WKH�DJUHHPHQW�

,Q� -XQH������� -LH¶DQ�EURXJKW� VXLW� LQ� WKH�+LJK�&RXUW� RI�*XL]KRX�SURYLQFH��&KLQD�
DJDLQVW� *XL]KRX� 7DLEDQJ� DQG� WKH� WKUHH� RWKHU� RULJLQDO� *XL]KRX� 7DLEDQJ
VKDUHKROGHUV�� DOOHJLQJ� WKH� LOOHJDOLW\� RI� WKH� (TXLW\� 3XUFKDVH� $JUHHPHQW�� ,Q� LWV
FRPSODLQW�� -LH¶DQ� DOOHJHG� WKDW� LW� KDG� D� ULJKW� WR� DFTXLUH� WKH� VKDUHV� ZDLYHG� E\� WKH
RULJLQDO�*XL]KRX�7DLEDQJ� VKDUHKROGHUV� DQG�RIIHUHG� WR� WKH� LQYHVWRUV� LQ� FRQQHFWLRQ
ZLWK� WKH�(TXLW\�3XUFKDVH�$JUHHPHQW��2Q�6HSWHPEHU����������� WKH�*XL]KRX�+LJK
&RXUW� UXOHG� DJDLQVW� -LH¶DQ� DQG� VXVWDLQHG� WKH� (TXLW\� 3XUFKDVH� $JUHHPHQW�� 2Q
1RYHPEHU�������-LH¶DQ�DSSHDOHG�WKH�*XL]KRX�+LJK�&RXUW�MXGJPHQW�WR�WKH�3HRSOH¶V
6XSUHPH�&RXUW�LQ�%HLMLQJ��2Q�0D\�����������WKH�3HRSOH¶V�6XSUHPH�&RXUW�VXVWDLQHG
WKH�RULJLQDO�UXOLQJ�DQG�GHQLHG�WKH�ULJKWV�RI�ILUVW�UHIXVDO�RI�-LH¶DQ�RYHU�WKH�DGGLWLRQDO
VKDUHV�ZDLYHG�E\�WKH�RULJLQDO�*XL]KRX�7DLEDQJ¶V�VKDUHKROGHUV��7KH�UHJLVWUDWLRQ�RI
WKH� QHZ� LQYHVWRUV� DV�*XL]KRX�7DLEDQJ¶V� VKDUHKROGHUV� DQG� WKH� UHODWHG� LQFUHDVH� LQ
UHJLVWHUHG� FDSLWDO� RI� *XL]KRX� 7DLEDQJ� ZLWK� WKH�$GPLQLVWUDWLRQ� IRU� ,QGXVWU\� DQG
&RPPHUFH�DUH�VWLOO�SHQGLQJ��2Q�-DQXDU\����������� WKH�VWUDWHJLF� LQYHVWRUV�EURXJKW
VXLW� LQ� WKH� +LJK� &RXUW� RI� *XL]KRX� 3URYLQFH� DJDLQVW� *XL]KRX� 7DLEDQJ� DOOHJLQJ
*XL]KRX�7DLEDQJ¶V�IDLOXUH�WR�UHJLVWHU�WKHLU�HTXLW\�LQWHUHVW�LQ�*XL]KRX�7DLEDQJ�ZLWK
WKH� ORFDO�$GPLQLVWUDWLRQ� IRU� ,QGXVWU\� DQG�&RPPHUFH� �³$,&´�� DQG� UHTXHVWLQJ� WKH
GLVWULEXWLRQ�RI�WKHLU�VKDUH�RI�*XL]KRX�7DLEDQJ¶V�GLYLGHQGV��'DOLQ�ZDV�DOVR�MRLQHG�DV
D�FR�GHIHQGDQW�DV�LW�LV�WKH�PDMRULW\�VKDUHKROGHU�DQG�H[HUFLVHV�FRQWURO�RYHU�*XL]KRX
7DLEDQJ¶V� GD\�WR�GD\� RSHUDWLRQV�� 7KH� &RPSDQ\� GRHV� QRW� H[SHFW� WKH� VWUDWHJLF
LQYHVWRUV� WR� SUHYDLO� EHFDXVH�� XSRQ� HYDOXDWLRQ� RI� WKH�(TXLW\� 3XUFKDVH�$JUHHPHQW�
WKH�&RPSDQ\�EHOLHYHV� WKDW� WKH�(TXLW\�3XUFKDVH�$JUHHPHQW� LV� YRLG�GXH� WR� FHUWDLQ
LQYDOLG� SUH�FRQGLWLRQV� DQG� WKH� DEVHQFH� RI� VKDUHKROGHU� DXWKRUL]DWLRQ� RI� WKH� LQLWLDO
LQYHVWPHQW�� ,Q� WKH� HYHQW� WKDW�*XL]KRX�7DLEDQJ� LV� UHTXLUHG� WR� UHWXUQ� WKHLU� RULJLQDO
LQYHVWPHQW� DPRXQW� WR� WKH� VWUDWHJLF� LQYHVWRUV�� *XL]KRX� 7DLEDQJ� KDV� VHW� DVLGH� WKH
VWUDWHJLF� LQYHVWRUV¶� LQLWLDO� IXQG� DORQJ� ZLWK� 50%����������� �DSSUR[LPDWHO\
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������������LQ�DFFUXHG�LQWHUHVW��DQG�50%���������DSSUR[LPDWHO\����������IRU�WKH
���SHQDOW\�LPSRVHG�E\�WKH�DJUHHPHQW�IRU�DQ\�EUHDFK�DV�RI�'HFHPEHU�����������,I
VWUDWHJLF�LQYHVWRUV�SUHYDLO�LQ�WKHLU�VXLW��'DOLQ¶V�LQWHUHVWV�LQ�*XL]KRX�7DLEDQJ�FRXOG
EH�UHGXFHG�WR�DSSUR[LPDWHO\���������7KH�+LJK�&RXUW�RI�*XL]KRX�KHDUG�WKH�FDVH�RQ
$SULO� ��� ����� DQG� HQFRXUDJHG�� DQG� DFFHSWHG�E\�ERWK�SDUWLHV�� WR� VHWWOH� WKH�GLVSXWH
RXWVLGH�WKH�FRXUW�EXW�ERWK�SDUWLHV�IDLOHG�WR�UHDFK�D�PXWXDO�DJUHHDEOH�WHUP�

2Q�2FWREHU����������� WKH�+LJK�&RXUW�RI�*XL]KRX� UXOHG� LQ� IDYRU�RI� WKH�&RPSDQ\
DQG� GHQLHG� WKH� VWUDWHJLF� LQYHVWRUV¶� ULJKW� DV� VKDUHKROGHUV� RI� *XL]KRX� 7DLEDQJ�� DV
ZHOO� DV� WKHLU� HQWLWOHPHQW� WR� WKH� GLYLGHQGV�� ,Q� OLJKW� RI� WKH� *XL]KRX� UXOLQJ�� LQ
1RYHPEHU� ����� WKH� &RPSDQ\� UHWXUQHG� WKH� SURFHHGV� LQ� WKH� DPRXQW� RI� 50%
����������� �DSSUR[LPDWHO\� ������������ WR� RQH� RI� WKH� VWUDWHJLF� LQYHVWRUV�� 2Q
2FWREHU� ���� ������ WKH� RWKHU� VWUDWHJLF� LQYHVWRUV� DSSHDOHG� WR�� DQG� VXEVHTXHQWO\
DFFHSWHG�E\��WKH�35&�6XSUHPH�&RXUW�LQ�%HLMLQJ�RQ�WKH�UXOLQJ��2Q�2FWREHU���������
WKH�35&�6XSUHPH�&RXUW�RYHUUXOHG�WKH�GHFLVLRQ�RI�WKH�+LJK�&RXUW�RI�*XL]KRX�DQG
UHPDQGHG�WKH�VXLW�WR�WKH�+LJK�&RXUW�RI�*XL]KRX�IRU�UHWULDO��2Q�'HFHPEHU����������
+LJK� &RXUW� RI� *XL]KRX� DFFHSWHG� WKH� FDVH� IRU� UHWULDO�� 2Q� -DQXDU\� ��� ������ WKH
VWUDWHJLF� LQYHVWRUV� UH�ILOHG� WKHLU� FDVH� WR� WKH�+LJK�&RXUW�RI�*XL]KRX� UHTXHVWLQJ�� LQ
DGGLWLRQ� WR� WKH� VKDUH�GLVWULEXWLRQ�� WKH�GLVWULEXWLRQ�RI�GLYLGHQGV� DQG� LQWHUHVW� LQ� WKH
DPRXQW� RI� 50%� ����������� �DSSUR[LPDWHO\� ������������ DQG� 50%� ���������
�DSSUR[LPDWHO\������������UHVSHFWLYHO\��7KH�&RPSDQ\�LV�DZDLWLQJ�WKH�KHDULQJ�DV�RI
WKH�GDWH�RI�WKLV�UHSRUW�

'XULQJ�WKH�VHFRQG�TXDUWHU�RI�������-LH¶DQ�UHTXHVWHG�WKDW�*XL]KRX�7DLEDQJ�UHJLVWHU
LWV�����PLOOLRQ�VKDUHV�RI�DGGLWLRQDO�FDSLWDO�LQIXVLRQ�ZLWK�WKH�ORFDO�$,&��SXUVXDQW�WR
WKH� (TXLW\� 3XUFKDVH�$JUHHPHQW�� DQG� VXFK� UHTXHVW�ZDV� DSSURYHG� E\� WKH�PDMRULW\
VKDUHKROGHUV� RI� *XL]KRX� 7DLEDQJ� LQ� D� VKDUHKROGHUV� PHHWLQJ� KHOG� LQ� WKH� VHFRQG
TXDUWHU�RI�������+RZHYHU�� WKH�%RDUG�RI�'LUHFWRUV�RI� WKH�&RPSDQ\�LV�ZLWKKROGLQJ
LWV� UHTXLUHG� UDWLILFDWLRQ� RI� WKH� VKDUHKROGHUV¶� DSSURYDO� RI� -LH¶DQ¶V� UHTXHVW� XQWLO� WKH
RXWFRPH�RI�WKH�RQJRLQJ�OLWLJDWLRQV��,I�WKH�&RPSDQ\�GHFLGHV�WR�UDWLI\�WKH�DSSURYDO�
'DOLQ¶V� RZQHUVKLS� LQ�*XL]KRX�7DLEDQJ�ZLOO� EH� GLOXWHG� IURP� ���� WR� ������� DQG
-LH¶DQ�PD\� EH� HQWLWOHG� WR� UHFHLYH� LWV� SUR� UDWD� VKDUH� RI�*XL]KRX�7DLEDQJ¶V� SURILWV
IURP�WKH�SULRU�����\HDUV�

*XL]KRX�7DLEDQJ¶V�*XDUDQWHH�WR�D�7KLUG�3DUW\

,Q�������DV�D�FRQGLWLRQ�WR�SXUFKDVH�+XDQJ�3LQJ�3ODVPD�6WDWLRQ��*XL]KRX�7DLEDQJ
HQWHUHG� LQWR� DQ� DJUHHPHQW� ZLWK� *XL]KRX� =KRQJ[LQ� ,QYHVWPHQW� &RPSDQ\�� RU
=KRQJ[LQ�� LQ� ZKLFK� *XL]KRX� 7DLEDQJ� DJUHHG� WR� UHSD\� =KRQJ[LQ¶V� GHEW� RXW� RI
*XL]KRX� 7DLEDQJ¶V� SD\DEOHV� WR� =KRQJ[LQ� DULVLQJ� IURP� SODVPD� SXUFKDVHG� IURP
=KRQJ[LQ�� ,Q� WKH�VDPH�DJUHHPHQW��*XL]KRX�7DLEDQJ�DOVR�GHOLYHUHG�D�JXDUDQWHH� WR
WKH�+XDQJ�3LQJ�&RXQW\�+RVSLWDO�� WKH�IRUPHU�FR�RZQHU�RI� WKH�+XDQJ�3LQJ�3ODVPD
6WDWLRQ�� WKDW� LW�ZRXOG� SD\�50%���������� �DSSUR[LPDWHO\�� ���������� LQ� GHEW� WKDW
=KRQJ[LQ�RZHG�WR�WKH�KRVSLWDO��2Q�-XQH����������+XDQJ�3LQJ�+RVSLWDO�EURXJKW�VXLW�
LQ�WKH�+XDQJ�3LQJ�&RXQW\�3HRSOH¶V�&RXUW�RI�*XL]KRX�3URYLQFH��DJDLQVW�=KRQJ[LQ
IRU�QRQ�SD\PHQW�RI�LWV�SD\DEOHV�DQG�GHEW�GXH�WR�+XDQJ�3LQJ�+RVSLWDO�DQG�DJDLQVW
*XL]KRX�7DLEDQJ�DV�WKH�JXDUDQWRU��2Q�1RYHPEHU����������WKH�FRXUW�UXOHG�LQ�IDYRU
RI�WKH�SODLQWLII�DQG�*XL]KRX�7DLEDQJ�DV�WKH�JXDUDQWRU�EHFDPH�REOLJDWHG�WR�UHSD\�WKH
=KRQJ[LQ¶V� GHEW� WR� WKH� +XDQJ� 3LQJ�+RVSLWDO� RQ� EHKDOI� RI� =KRQJ[LQ�� ,Q� 2FWREHU
������*XL]KRX�7DLEDQJ�DSSHDOHG�WR�WKH�0LGGOH�&RXUW�RI�.DLOL�'LVWULFW�LQ�*XL]KRX
3URYLQFH�ZKLFK�VXVWDLQHG�WKH�RULJLQDO�MXGJPHQW�RQ�$SULO����������8QGHU�WKH�(TXLW\
7UDQVIHU�$JUHHPHQW� SXUVXDQW� WR� ZKLFK� WKH� &RPSDQ\� DFTXLUHG� D� ���� LQWHUHVW� LQ
'DOLQ�� WKH� VHOOHUV� ZLOO� EH� UHVSRQVLEOH�� EDVHG� RQ� WKHLU� SUR� UDWD� HTXLW\� LQWHUHVW� LQ
*XL]KRX�7DLEDQJ��IRU�GDPDJHV�LQFXUUHG�E\�*XL]KRX�7DLEDQJ�IURP�=KRQJ[LQ¶V�GHEW
DQG� WKDW� WKH\�ZLOO� UHSD\�'DOLQ� WKHLU�SUR� UDWD�VKDUH�RI�SD\PHQWV�PDGH�E\�*XL]KRX
7DLEDQJ� WR� FUHGLWRUV� LQ� FRQQHFWLRQ� ZLWK� =KRQJ[LQ¶V� GHEW� ZLWKLQ� ��� GD\V� DIWHU
SD\PHQW� E\� *XL]KRX� 7DLEDQJ�� 7KH� 50%���������� FRQWLQJHQW� OLDELOLW\� DQG
SURSRUWLRQDWH�VKDUH�RI� WKH� OLDELOLW\� WR�EH� UHFRYHUHG� IURP� WKH�VHOOHUV�ZHUH�SURSHUO\
UHIOHFWHG� LQ� WKH� ILQDQFLDOV� DV� RI� 'HFHPEHU� ���� ������ 2Q� 'HFHPEHU� ���� �����
*XL]KRX� 7DLEDQJ� EURXJKW� VXLW� DJDLQVW� =KRQJ[LQ� LQ� WKH� ,QWHUPHGLDWH� &RXUW� RI
*XL\DQJ�&LW\��WR�UHFRYHU�WKH�IXOO�MXGJPHQW�DPRXQW�RI�50%����������SOXV�FRXUW�IHH
RI�50%�������WKDW�*XL]KRX�7DLEDQJ�KDV�DOUHDG\�SDLG�RQ�EHKDOI�RI�=KRQJ[LQ�

2Q�6HSWHPEHU�����������=KRQJ[LQ�FRXQWHUVXHG�WKH�&RPSDQ\�IRU�D�FRQVLGHUDWLRQ�RI
50%�������� �DSSUR[LPDWHO\���������� IRU� WKH�DOOHJHG� ORVV�RI� LWV� VKDUH�RI� LQFRPH
IURP� WKH� +XDQJ� 3LQJ� 3ODVPD� 6WDWLRQ� VLQFH� WKH� &RPSDQ\� DFTXLUHG� WKH� VWDWLRQ� LQ
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$SULO� ������ 7KH� &RPSDQ\� EHOLHYHV� =KRQJ[LQ¶V� FODLP� LV� XQZDUUDQWHG� VLQFH� WKH
&RPSDQ\�DFTXLUHG�WKH�VWDWLRQ�IURP�LWV�ULJKWIXO�RZQHU��WKH�7UHDVXU\�'HSDUWPHQW�RI
+XDQJSLQ�&RXQW\��*XL]KRX�3URYLQFH�
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7KH�PDWHULDO�UHODWHG�SDUW\�WUDQVDFWLRQV�XQGHUWDNHQ�E\�WKH�&RPSDQ\�ZLWK�UHODWHG�SDUWLHV
IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������DUH�SUHVHQWHG�DV�IROORZV�

$VVHWV � 3XUSRVH � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
$FFRXQWV
UHFHLYDEOH�±
UHODWHG
SDUW\����

� 3URFHVVLQJ
IHHV��VDOHV

� � ��� � ���������

� � � � � � � � � �
/LDELOLWLHV � 3XUSRVH � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
2WKHU
SD\DEOH�±
UHODWHG
SDUWLHV����

� /RDQ � � ����������� � �����������

2WKHU
SD\DEOH�±
UHODWHG
SDUWLHV����

� &RQWULEXWLRQ � � ����������� � ���������

$GYDQFH
IURP
FXVWRPHUV�±
D�UHODWHG
SDUW\����

� 6DOHV � � ��������� � ���

���� *XL]KRX� 7DLEDQJ� SURYLGHV� SURFHVVLQJ� VHUYLFHV� IRU� *XL]KRX� (DNDQ� &R��� /WG�
�³*XL]KRX�(DNDQ´��� WKH� DIILOLDWH� RI� RQH� RI�*XL]KRX�7DLEDQJ¶V� QRQFRQWUROOLQJ� LQWHUHVW
KROGHUV�� 7KH� &RPSDQ\¶V� WRWDO� SURFHVVLQJ� VHUYLFHV� LQFRPH� IURP� *XL]KRX� (DNDQ
DPRXQWHG�WR��������������������DQG����������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������
����� DQG� ������ UHVSHFWLYHO\�� ,Q� DGGLWLRQ�� *XL]KRX� 7DLEDQJ� PDGH� VDOHV� WR� *XL]KRX
(DNDQ��DPRXQWLQJ� WR��QLO�����������DQG��QLO� IRU� WKH�\HDUV�HQGHG�'HFHPEHU����������
����� DQG� ������ UHVSHFWLYHO\�� 'XULQJ� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ *XL]KRX
7DLEDQJ�KDG�VLJQHG�D�VDOHV�FRQWUDFW�ZLWK�*XL]KRX�(DNDQ�DQG�UHFHLYHG�����������50%
����������� LQ� DGYDQFH� IRU� WKH� SURGXFW� 3ODFHQWD� 3RO\SHSWLGH� WKDW� KDV� QRW� \HW� EHHQ
GHOLYHUHG�

���� *XL]KRX� 7DLEDQJ� KDV� SD\DEOHV� WR� *XL]KRX� (DNDQ� ,QYHVWLQJ� &RUS��� DPRXQWLQJ� WR
DSSUR[LPDWHO\�������������50%�������������*XL]KRX�(DNDQ�,QYHVWLQJ�&RUS��LV�RQH�RI
WKH� QRQFRQWUROOLQJ� LQWHUHVW� KROGHUV� RI�*XL]KRX�7DLEDQJ��7KH�&RPSDQ\� ERUURZHG� WKLV
LQWHUHVW�IUHH�DGYDQFH�IRU�ZRUNLQJ�FDSLWDO�SXUSRVH�IRU�*XL]KRX�7DLEDQJ��7KH�EDODQFH�LV
GXH�RQ�GHPDQG�

����*XL]KRX�7DLEDQJ�KDV�SD\DEOHV�WR�-LH¶DQ��D�QRQFRQWUROOLQJ�LQWHUHVW�KROGHU�RI�*XL]KRX
7DLEDQJ��DPRXQWLQJ�WR�DSSUR[LPDWHO\�������������50%�������������,Q�������*XL]KRX
7DLEDQJ�UHFHLYHG�DGGLWLRQDO�FRQWULEXWLRQV�IURP�-LH¶DQ�RI����������WR�PDLQWDLQ�-LH¶DQ¶V
HTXLW\� LQWHUHVW� LQ� *XL]KRX� 7DLEDQJ� DW� ���� +RZHYHU�� GXH� WR� D� OHJDO� GLVSXWH� DPRQJ
VKDUHKROGHUV�RYHU�UDLVLQJ�DGGLWLRQDO�FDSLWDO�DV�GLVFXVVHG�LQ�WKH�OHJDO�SURFHHGLQJ�VHFWLRQ
�VHH�1RWH� ����� WKH� FRQWULEXWLRQ� LV� VXEMHFW� WR� EH� UHWXUQHG� WR� -LH¶DQ��'XULQJ� WKH� VHFRQG
TXDUWHU�RI�������-LH¶DQ�UHTXHVWHG�WKDW�*XL]KRX�7DLEDQJ�UHJLVWHU�LWV�����PLOOLRQ�VKDUHV�RI
DGGLWLRQDO� FDSLWDO� FRQWULEXWLRQ� ZLWK� WKH� ORFDO� $GPLQLVWUDWLRQ� IRU� ,QGXVWU\� DQG
&RPPHUFH�� SXUVXDQW� WR� WKH� HTXLW\� SXUFKDVH� DJUHHPHQW�� DQG� VXFK� UHJLVWUDWLRQ� ZDV
DSSURYHG�E\�WKH�PDMRULW\�VKDUHKROGHUV�RI�*XL]KRX�7DLEDQJ�LQ�D�VKDUHKROGHUV¶�PHHWLQJ
KHOG�LQ�WKH�VHFRQG�TXDUWHU�RI�������+RZHYHU��WKH�%RDUG�RI�'LUHFWRUV�RI�WKH�&RPSDQ\�LV
ZLWKKROGLQJ� LWV� UHTXLUHG� UDWLILFDWLRQ� RI� WKH� VKDUHKROGHUV¶� DSSURYDO� RI� -LH¶DQ¶V� UHTXHVW
XQWLO� WKH� FRPSOHWLRQ� RI� WKH� RQJRLQJ� OLWLJDWLRQV�� ,I� WKH� &RPSDQ\� GHFLGHG� WR� UDWLI\� WKH
DSSURYDO��'DOLQ¶V�RZQHUVKLS� LQ�*XL]KRX�7DLEDQJ�ZLOO�EH�GLOXWHG�IURP�����WR�������
DQG� -LH¶DQ�ZLOO� EH� HQWLWOHG� WR� UHFHLYH� LWV� SUR� UDWD� VKDUH� RI�*XL]KRX�7DLEDQJ¶V� SURILWV
IURP�WKH�SULRU�����\HDUV�
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7KH� IROORZLQJ� WDEOH� VHWV� IRUWK� WKH� FRPSXWDWLRQ� RI� EDVLF� DQG� GLOXWHG� QHW� LQFRPH� SHU� VKDUH� RI
FRPPRQ�VWRFN�IRU�WKH�SHULRGV�LQGLFDWHG�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU���� � � 'HFHPEHU���� � � 'HFHPEHU���� �
� � ���� � � ���� � � ���� �
� � � � � � � � � �
1XPHUDWRU�XVHG�LQ�EDVLF�QHW
LQFRPH�SHU�VKDUH�RI�FRPPRQ
VWRFN� � � � � � � � � �
1HW�LQFRPH�DWWULEXWDEOH�WR�&KLQD
%LRORJLF�3URGXFWV��,QF� � ������������ � ������������ � �����������
,QWHUHVW�RQ�WKH�1RWHV � ���������� � �� � ��
&KDQJH�LQ�IDLU�YDOXH�RI�HPEHGGHG
FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV � ����������� � �� � ��
&KDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQWV
LVVXHG�WR�,QYHVWRUV�DQG�SODFHPHQW
DJHQW � ����������� � ��������� � ��
1XPHUDWRU�XVHG�LQ�GLOXWHG�QHW
LQFRPH�SHU�VKDUH�RI�FRPPRQ
VWRFN � ����������� � ������������ � �����������

:HLJKWHG�DYHUDJH�VKDUHV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
%DVLF � ����������� � ����������� � �����������
(IIHFW�RI
GLOXWLYH
FRPPRQ�VKDUH
HTXLYDOHQWV� � � � � � � � � �
'LOXWHG�HIIHFW�RI
WKH�1RWHV � �������� � �� � ��
'LOXWHG�HIIHFW�RI
ZDUUDQWV�LVVXHG
WR�,QYHVWRUV � �������� � �� � ��
'LOXWHG�HIIHFW�RI
SODFHPHQW�DJHQW
ZDUUDQWV � �� � ������ � ��
'LOXWHG�HIIHFW�RI
VWRFN�RSWLRQV � �������� � �������� � ��������
� � � � � � � � � �
'LOXWHG � ����������� � ����������� � �����������
� � � � � � � � � �
1HW�LQFRPH�SHU
VKDUH�RI
FRPPRQ�VWRFN��
EDVLF � ������ � ������ � ������
1HW�LQFRPH�SHU
VKDUH�RI
FRPPRQ�VWRFN��
GLOXWHG � ������ � ������ � ������

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU���������������������RSWLRQV�ZLWK�DQ�DYHUDJH�H[HUFLVH�SULFH�RI
�������ZHUH� H[FOXGHG� IURP� WKH� FDOFXODWLRQ�RI� GLOXWHG�QHW� LQFRPH�SHU� VKDUH�RI� FRPPRQ� VWRFN
VLQFH�WKH\�DUH�DQWLGLOXWLYH�
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'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�6XEVFULEHG�6HFXULWLHV�DQG�����������RSWLRQV�DW
DQ�DYHUDJH�H[HUFLVH�SULFH�RI��������ZHUH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�GLOXWHG�QHW� LQFRPH
SHU�VKDUH�RI�FRPPRQ�VWRFN�VLQFH�WKH\�DUH�DQWLGLOXWLYH�

'XULQJ� WKH� \HDU� HQGHG� 'HFHPEHU� ���� ������ ERWK� WKH� 6XEVFULEHG� 6HFXULWLHV� DQG� DOO� RI� WKH
ZDUUDQWV�ZHUH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�RI�FRPPRQ�VWRFN
VLQFH�WKH\�DUH�DQWLGLOXWLYH�
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7KH�&RPSDQ\¶V�RSHUDWLRQV�DUH�FDUULHG�RXW� LQ� WKH�35&�DQG�DUH�VXEMHFW� WR�VSHFLILF
FRQVLGHUDWLRQV� DQG� VLJQLILFDQW� ULVNV� QRW� W\SLFDOO\� DVVRFLDWHG� ZLWK� FRPSDQLHV� LQ
1RUWK� $PHULFD� DQG� :HVWHUQ� (XURSH�� $FFRUGLQJO\�� WKH� &RPSDQ\¶V� EXVLQHVV�
ILQDQFLDO� FRQGLWLRQ� DQG� UHVXOWV� RI� RSHUDWLRQV�PD\� EH� LQIOXHQFHG� E\� WKH� SROLWLFDO�
HFRQRPLF�DQG�OHJDO�HQYLURQPHQWV�LQ�WKH�35&��DQG�E\�WKH�JHQHUDO�VWDWH�RI�WKH�35&
HFRQRP\�� 7KH� &RPSDQ\¶V� UHVXOWV� PD\� EH� DGYHUVHO\� DIIHFWHG� E\� FKDQJHV� LQ
JRYHUQPHQWDO� SROLFLHV� ZLWK� UHVSHFW� WR� ODZV� DQG� UHJXODWLRQV�� DQWL�LQIODWLRQDU\
PHDVXUHV�� FXUUHQF\� FRQYHUVLRQ� DQG� UHPLWWDQFH� DEURDG�� DQG� UDWHV� DQG�PHWKRGV� RI
WD[DWLRQ��DPRQJ�RWKHU�WKLQJV�

7KH� &RPSDQ\� PDLQWDLQV� EDODQFHV� DW� ILQDQFLDO� LQVWLWXWLRQV� ZKLFK�� IURP� WLPH� WR
WLPH�� PD\� H[FHHG� )HGHUDO� 'HSRVLW� ,QVXUDQFH� &RUSRUDWLRQ� LQVXUHG� OLPLWV� IRU� LWV
EDQN� DFFRXQWV� ORFDWHG� LQ� WKH� 8QLWHG� 6WDWHV� RU� PD\� H[FHHG� +RQJ� .RQJ� 'HSRVLW
3URWHFWLRQ�%RDUG�LQVXUHG�OLPLWV�IRU�LWV�EDQN�DFFRXQWV�ORFDWHG�LQ�+RQJ�.RQJ��&DVK
EDODQFHV�PDLQWDLQHG�DW�ILQDQFLDO�LQVWLWXWLRQV�RU�VWDWH�RZQHG�EDQNV�LQ�WKH�35&�DUH
QRW�FRYHUHG�E\�LQVXUDQFH��7RWDO�FDVK�LQ�EDQNV�DV�RI�'HFHPEHU����������DQG�����
DPRXQWHG� WR� ������������ DQG�������������� UHVSHFWLYHO\�� RI�ZKLFK���������� DQG
��������� DUH� FRYHUHG� E\� LQVXUDQFH�� UHVSHFWLYHO\�� 7KH� &RPSDQ\� KDV� QRW
H[SHULHQFHG�DQ\� ORVVHV� LQ�XQLQVXUHG�EDQN�GHSRVLWV�DQG�GRHV�QRW�EHOLHYH� WKDW� LW� LV
H[SRVHG�WR�DQ\�VLJQLILFDQW�ULVNV�RQ�LWV�FDVK�LQ�EDQN�DFFRXQWV�

7KH�&RPSDQ\¶V�PDMRU�SURGXFW��KXPDQ�DOEXPLQ��������PO��������PO��������PO�
������PO��������PO�DQG�������PO��DFFRXQWHG�IRU���������������DQG�������RI
WKH� WRWDO� VDOHV� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� �����
UHVSHFWLYHO\��,I�WKH�PDUNHW�GHPDQGV�IRU�KXPDQ�DOEXPLQ�FDQQRW�EH�VXVWDLQHG�LQ�WKH
IXWXUH�RU�LI�WKH�SULFH�RI�KXPDQ�DOEXPLQ�GHFUHDVHV��WKH�&RPSDQ\¶V�RSHUDWLQJ�UHVXOWV
FRXOG�EH�DGYHUVHO\�DIIHFWHG�

$OO�RI�WKH�&RPSDQ\¶V�FXVWRPHUV�DUH�ORFDWHG�LQ�WKH�35&�DQG�,QGLD��$V�RI�'HFHPEHU
���������DQG������� WKH�&RPSDQ\�KDG�QR�VLJQLILFDQW�FRQFHQWUDWLRQ�RI�FUHGLW� ULVN�
7KHUH�ZHUH� QR� FXVWRPHUV� WKDW� LQGLYLGXDOO\� FRPSULVHG� ���� RU�PRUH� RI� WKH� VDOHV
GXULQJ� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ������ ����� DQG� ������ 1R� LQGLYLGXDO
FXVWRPHU�UHSUHVHQWHG�����RU�PRUH�RI�WUDGH�UHFHLYDEOHV�DW�'HFHPEHU����������DQG
������ 7KH� &RPSDQ\� SHUIRUPV� RQJRLQJ� FUHGLW� HYDOXDWLRQV� RI� LWV� FXVWRPHUV¶
ILQDQFLDO�FRQGLWLRQ�DQG��JHQHUDOO\��UHTXLUHV�QR�FROODWHUDO�IURP�LWV�FXVWRPHUV�

7KHUH� ZHUH� WZR� YHQGRUV� WKDW� LQGLYLGXDOO\� FRPSULVHG� ���� RU� PRUH� RI� WKH
&RPSDQ\¶V�WRWDO�SXUFKDVH�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������RQH�YHQGRU
WKDW�LQGLYLGXDOO\�FRPSULVHG�����RU�PRUH�RI�WKH�&RPSDQ\¶V�WRWDO�SXUFKDVH�GXULQJ
WKH�\HDU� HQGHG�'HFHPEHU����������DQG� WZR�YHQGRUV� WKDW� LQGLYLGXDOO\� FRPSULVHG
���� RU� PRUH� RI� WKH� &RPSDQ\¶V� WRWDO� SXUFKDVH� GXULQJ� WKH� HQGHG� 'HFHPEHU� ���
������ 7KHUH� ZDV� RQH� LQGLYLGXDO� YHQGRU� WKDW� UHSUHVHQWHG� PRUH� WKDQ� ���� RI
DFFRXQWV�SD\DEOHV�DW�'HFHPEHU����������DQG�������UHVSHFWLYHO\�
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7KH� IROORZLQJ� UHSUHVHQWV� FRQGHQVHG� XQFRQVROLGDWHG� ILQDQFLDO� LQIRUPDWLRQ� RI� WKH
3DUHQW�&RPSDQ\�RQO\�

&RQGHQVHG�%DODQFH�6KHHWV

� � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � �
&DVK � ��������� � ���������
3UHSD\PHQWV�DQG�SUHSDLG�H[SHQVHV� ������� � ��������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW � ������ � �������
,QYHVWPHQW�LQ�DQG�DPRXQWV�GXH
IURP�VXEVLGLDULHV � ������������ � ������������
�����������7RWDO�$VVHWV � ������������ � ������������
� � � � � � �
2WKHU�SD\DEOHV�DQG�DFFUXHG
H[SHQVHV � ���������� � ����������
&RQYHUWLEOH�QRWHV � �� � ����������
'HULYDWLYH�OLDELOLWLHV�HPEHGGHG
FRQYHUVLRQ�RSWLRQ�LQ�WKH�1RWHV � �� � �����������
'HULYDWLYH�OLDELOLWLHV��:DUUDQWV � ���������� � �����������
�����������7RWDO�/LDELOLWLHV � ���������� � �����������
� � � � � � �
�����������7RWDO�(TXLW\ � ������������ � �����������
� � � � � � �
�����������7RWDO�/LDELOLWLHV�DQG�(TXLW\ � ������������� � �������������

&RQGHQVHG�6WDWHPHQW�RI�,QFRPH�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
(TXLW\�LQ
LQFRPH�RI
VXEVLGLDULHV � ������������ � ������������ � ������������
*HQHUDO�DQG
DGPLQLVWUDWLYH
H[SHQVHV � ����������� � ����������� � �����������
2WKHU�H[SHQVHV � ����������� � ����������� � ���������
&KDQJH�LQ�IDLU
YDOXH�RI
GHULYDWLYH
OLDELOLWLHV � ����������� � ����������� � ������������
3URILW�EHIRUH
LQFRPH�WD[
H[SHQVH � ����������� � ����������� � ����������
,QFRPH�WD[
H[SHQVH � ��������� � ��������� � ��
1HW�,QFRPH � ������������ � ������������ � �����������

&RQGHQVHG�6WDWHPHQW�RI�&DVK�)ORZV�

� � )RU�WKH�<HDUV�(QGHG �
� � 'HFHPEHU��������� � � 'HFHPEHU��������� � � 'HFHPEHU��������� �
� � � � � � � � � �
1HW�FDVK
SURYLGHG
E\
RSHUDWLQJ
DFWLYLWLHV � ���������� � �������� � ���
1HW�FDVK
XVHG�LQ

� ������� � �� � ��
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LQYHVWLQJ
DFWLYLWLHV
1HW�FDVK
XVHG�LQ
ILQDQFLQJ
DFWLYLWLHV � �������� � �������� � ��
1HW
LQFUHDVH�LQ
FDVK � �������� � ������� � ��
&DVK�DW
EHJLQQLQJ
RI�\HDU � �������� � ������� � �������
&DVK�DW
HQG�RI�\HDU� ��������� � ��������� � ��������
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