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tHWW[WK $YHQXH
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$GGUHVV RI SULQFLSDO H[HFXWLYH RIILFHS/ &RGH
5HILVWUDQWTV WHOHSKRQH QXPEHU LQFOXGLQJ DUHD FRGH
6HFXULWLHY UHJLVWHUHG XQGHU 6HFWLRQ E RI WKH $FW

7LWOH RI HDFK FODVV 1DPH RI HDFK H[FKDQJH RQ ZKLFK UHJLV
&RPPRQ 6WRFN QR SDU YDOXH 1$6'$4

6HFXULWLHY UHJLVWHUHG XQ&RH 6HFWLRQ J RI WKH $FW




,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHDVRQHG LVVXHU DV GHI
<(60S 120E

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR ILOH UHSRUWV SXUVXEL
<(60S 120E

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWYV WR EH ILC

PRQWKY RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQW ZDV UHTXLUHG WR ILOH V
<(60E120S

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOO\ D
VXEPLWWHG DQG SRVWHG SXUVXDQW WR 5XOH Rl1 SHIXODWLRQ 6 7 6HFWLRQ R1 WKH
UHJLVWUDQW ZDV UHTXLUHG WROEXEGIW DQG SRVW VXFK ILOHV

,QGLFDWH E\ FKHFN PDUN LI GLVFORVXUH Rl GHOLQTXHQW ILOHUV SXUVXDQW WR ,WHP RI
UHJLVWUDQWIV NQRZOHGJH LQ GHILQLWLYH SUR[\ RU LQIRUPDWLRQ VWDWHPHQWYV LQFRIESR

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU DQ |
*ODUJH DFFHOHUDWHG ILOHU ~ :DFFHOHUDWHG ILOHU" DQG 3VPDOOHU UHSRUWLQJ FRPSDQ\ " L

/IDUJH DFFHOOSUDWHG I$S6AMOHUD®HG ILOHU 1RQ DFFHOHI$SDWHG ILOHWWPDOOHU UHSROWLQJ
'R QRW FKHFEN LI D
VPDOOHU UHSRUWLQJ FRPSDQ\

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHOO FRPSDQ\ DV GHILQHG LQ
<(60S 120E

7KH DJJUHJDWH PDUNHW YDOXH DV RI 6HSWHPEHU WKH ODVW EXVLQHVRIGDKHR IYWWH Q
YRWLQJ FRPPRQ HTXLW\ RI OHVD /DERUDWRULHYV ,QF KHOG E\ QRQ DIILOLDWHYVY DVVXPLQJ |
UHJLVWUDQWYV FRPPRQ VWRFN DUH GHHPHG DIILOLDWHY FRPSXWHG E\ UHIHUHQFH WR WKH ¢

7KH QXPEHU RI RXWVWDQGLQJ VKDUHV RI WKH ,VVXHUTV FRPPRQ VWRFN DV RI 0D\ ZDV




7DEOH RI &RQWHQWYV

JRUZDUG /RRNLQJ 6WDWHPHQWYV

3DUW
,WHP
,WHP
,WHP
,WHP
,WHP
,WHP
3DUW
,WHP
,WHP
,WHP
,WHP
,WHP
,WHP
,WHP
,WHP
3DUW
,WHP
,WHP
,WHP
,WHP
,WHP
3DUW
,WHP

$
%

%XVLQHVV

5LVN )DFWRUV

8QUHVROYHG 6WDIlI &RPPHQWYV
BURSHUWLHYV

/HIDO 3URFHHGLQJV

OLQH 6DIHW\ 'LVFORVXUHV

ODUNHW IRU 5HJLVWUDQWYV &RPPRQ (TXLW\ 5HODWHG 6WRFNKROGHU ODWWHUV DQ
6HOHFWHG )LQDQFLDO 'DWD

ODQDJHPHQWYV 'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOV
AXDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHV $ERXW ODUNHW 5LVN

JLQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD

&KDQJHV LQ DQG 'LVDJUHHPHQWY ZLWK $FFRXQWDQWY RQ $FFRXQWLQJ DQG )LQD(
&RQWUROV DQG 3URFHGXUHV

2WKHU ,QIRUPDWLRQ

"LUHFWRUV ([HFXWLYH 2IILFHUV DQG &RUSRUDWH *RYHUQDQFH

([HEXWLYH &RPSHQVDWLRQ

6HFXULW\ 2ZQHUVKLS Rl &HUWDLQ %HQHILFLDO 2ZQHUV DQG ODQDJHPHQW DQG 5HO
&HUWDLQ 5HODWLRQVKLSY DQG 5HODWHG 7UDQVDFWLRQV DQG 'LUHFWRU ,QGHSHC(
3ULQFLSDO $FFRXQWDQW )HHY DQG 6HUYLFHV

([KLELWVY DQG )LQDQFLDO 6WDWHPHQW 6FKHGXOHV
6LIQDWXUHYV




)25:$5' /22.,1* 67$7(0(176

7KLV UHSRUW FRQWDLQV LQIRUPDWLRQ WKDW PD\ FRQVWLWXWH |RUZDURMERWN L @QIQWW B WS
HVWLPDMOHDO DQG VLPLODU H[SUHVVLRQV LGHQWLI\ IRUZDUG ORRNLQJ VWDWHPHQWYV ZKLF
VLPLODU H[SUHVVLRQV GRHV QRW PHDQ WKDW D VWDWHPHQW LV QRW IRUZDUG ORRNLQJ ¢
H[SHFW RU DQWLFLSDWH ZLOO RFFXU LQ WKH IXWXBHWK QRGXGWQW ¥ IDGM P HIQ SWH YV M DO W L
UHVXOWV 2 DUH IRUZDUG ORRNLQJ VWDWHPHQWY ODQDJHPHQW EHOLHYHV WKDW WKHVH IR
EH WDNHQ QRW WR SODFH XQGXH UHOLDQFH RQ DQ\ VXFK IRUZDUG ORRNLQJ VWDWHPHQW\
REOLJDWLRQ WR SXEOLFO\ XSGDWH RU UHYLVH DQ\ IRUZDUG ORRNLQJ VWDWHPHQWY ZKHW
ODZ ,Q DGGLWLRQ IRUZDUG ORRNLQJ VWDWHPHQWY DUH VXEMHFW WR FHUWDLQ ULVNV D
H[SHULHQFH DQG RXU SUHVHQW H[SHFWDWLRQV RU SURMHFWLRQV 7KHVH ULVNV DQG XQFt
JDFWRUV DQG HOVHZKHUH LQ WKLV UHSRUW DQG W KRWH EBHVG ZILEMHG WK R P6 WERH LWR HWL PI® G

3$57 ,
,7(0 %86,1(66
,QWURGXFWLRQ

OHVD /DERUDWRULHYV ,QF ZDV LQFRUSRUDWHG XQGHU WKH ODZV RI WKH 6WDWH RI &RORUD(
LQ WKLV UHSRUW WR UHIHU FROOHFWLYHO\ WR WKH SDUHQW FRPSDQ\ DQG WKH VXEVLGLDL
IRFXVLQJ SULPDULO\ RQ TXDOLW\ FRQWURO SURGXFWYVY DQG VHUYLFHV ZKLFK DUH VROG LQV
OLPLWHG FRPSHWLWLRQ ZKHUH ZH FDQ HVWDEOLVK D FRPPDQGLQJ SUHVHQFH DQG DFKLHYH
ORFDWLRQV 2XU ,QVWUXPHQWYV 'LYLVLRQ GHVLJQV PDQXIDFWXUHYVY DQG PDUNHWY TXDOLW'
SKDUPDFHXWLFDO IRRG DQG EHYHUDJH PHGLFDO GHYLFH LQGXVWULDO K\JLHQH HQYLURQ'I
SURYLGHYVY WHVWLQJ VHUYLFHV DORQJ ZLWK WKH PDQXIDFWXULQJ DQG PDUNHWLQJ RI ELRC
Rl VWHULOL]DWLRQ SURFHVVHV LQFOXGLQJ VWHDP K\GURJHQ SHUR[LGH HWK\OHQH R[LGH I
&RQWLQXRXV ORQLWRULQJ 'LYLVLRQ GHVLIJQV GHYHORSYVY DQG PDUNHWYV VA\VWHPV ZKLFK DU
DQG GLITHUHQWLDO SUHVVXUH WR HQVXUH WKDW FULWLFDO VWRUDJH DQG SURFHVVLQJ FRC(
EDQNV SKDUPDFLHV DQG D QXPEHU RI RWKHU ODERUDWRU\ DQG LQGXVWULDO HQYLURQPHQMW
SURGXFWVY LQ D FROG FKDLQ FRQVXOWLQJ VHUYLFHV VXFK DV FRPSOLDQFH PRQLWRULQJ ¢
DQG WKHUPDO SDFNDJLQJ SURGXFWV VXFK DV FRROHUV ER[HV LQVXODWLRQ PDWHULDOV |

2XU /IDNHZRRG &RORUDGR DQG %XWOHU 1HZ -HUVH\ IDFLOLWLHYV PDQXIDFWXUH RXU ,QVWU)>
7RUTRS 6XUH7RUTXHS DQG %*, EUDQGV 2XU 2PDKD 1HEUDVND DQG %R]HPDQ ORQWDQD OR
LQFOXGH WKH OHVD 3&'S DQG $SH[S EUDQGV ZKLOH RXU /DNHZRRG &RORUDGR IDFLOLW\ D
&KHFN3RLQWS DQG $PHJD9LHZ EUDQGV 2XU ODUNKDP 2QWDULR IDFLOLW\ PDQXIDFWXUHV RX
RXU 7HPS7UXVWS EUDQG RI SDFNDJLQJ PDWHULDOV

2XU SKLORVRSK\ LV WR PDQXIDFWXUH H[FHSWLRQDO TXDOLW\ SURGXFWY DQG SURYLGH D KL

VRXUFHV * SURGXFW VDOHYV DQG VHUYLFHV 2XU VWUDWHJILF JRDOV LQYROYH FRQWLQXLQJ
FKDQQHOV E LQWURGXFLQJ QHZ SURGXFWV WR WKH PDUNHW DQG F VHHNLQJ RXW FRPSD(
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$FTXLVLWLRQV

6XEVHTXHQW WR RXU \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ WZR DFTXLV
,Q $SULO ZH FRPSOHWHG D EXVLQHVYVY FRPELQDWLRQ WKH 3$76 $FTXLVLWLRQ™ ZKHUHE\
DQG IL[HG DVVHWY DQG FHUWDLQ OLDELOLWLHV RI $XWRFODYH 7HVWLQJ 6HUYLFHV ,QF DQ
VXSSO\LQJ SURGXFWYVY DQG VHUYLFHV IRU GHQWDO VWHULOL]JHU WHVWLQJ LQ ERWK WKH 8 6

,Q $SULO ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 33XOVH $FTXLVLWLRQ ZKHUF
UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHYV RI 3XOVH 6FLHQWLILF ,QF fV 33XOVH" EXVLQHV

<HDU (Q®HWEK $EFTXLVLWLRQV

'XULQJ WKH \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ WHQ DFTXLVLWLRQV

,Q -DQXDU\ ZH FRPSOHWHG WZR EXVLQHVV FRPELQDWLRQV WKH 3-DQXDU\ (XURSHDQ
DVVHWY RWKHU WKDQ FDVK DQG DFFRXQWY UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI
IURP &RD&KURP 'LDJQRVWLFD *PE+ RI $XVWULD DQG ELR75%',1* %HQHOX[ % 9 Rl WKH 1HWKHUOI

,Q 2ZFWREHU ZH FRPSOHWHG VL[ EXVLQHVV FRPELQDWLRQV WKH 32FWREHU (XURSHDQ
DVVHWYV RWKHU WKDQ FDVK DQG DFFRXQWYV UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI
IURP %,2/2*,. 6 5/ ,wbDO\ 9:5 QWHUQDWLRQDO 3%, 6 5/ ,WDO\ &UXLQQ 'LDIJQRVWLFV /WG ,U
DQG 7LVHODE 6 / 6SDLQ

,Q $XIXVW ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 31RUWK %D\ $FTXLVLWLRQ"
DVVHWY DQG FHUWDLQ OLDELOLWLHYV RI WKH GHQWDO VWHULOL]JHU WHVWLQJ EXVLQHVV RI

,Q -XO\ ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 3, QILWUDN $FTXLVLWLRQ"™ ZKHUF}
RZQHG RSHUDWLQJ VXEVLGLDU\ ,QILWUDN ,QF FROOHFWLYHO\ 3, QILWUDN" D FRPSDQ\ ZKF
DSSOLFDWLRQV

<HDU (QGHG O0DUFK $FTXLVLWLRQV
'XULQJ WKH \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ VL[ DFTXLVLWLRQV
,Q ODUFK ZH FRPSOHWHG D EXVLQHVY FRPELQDWLRQ WKH 3)UeK $FTXLVLWLRQ"™ ZKHUHE

UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI 'U )UK &RQWURO *PE+TV 3)UXK" EXVLQHVV V

,Q JHEUXDU\ ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 3&KHUZHOO $FTXLVLWLRQ"
DFFRXQWY UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI &KHUZHOO /DERUDWRULHYV /LPLWHG
SURGXFWYV

,Q 2FWREHU ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 3$7, $FTXLVLWLRQ" ZKHUt
UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI $7, $WODV /LPLWHG 3%$7,” D GLVWULEXWRU RI
,Q 2FWREHU ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 33&" $FTXLVLWLRQ"™ ZLWK 3¢

VXEVWDQWLDOO\ DOO RI WKH DVVHWV RWKHU WKDQ FDVK DQG DFFRXQWYV UHFHLYDEOH DC
GHYLFHV ZKLFK DUH XVHG IRU TXDOLW\ FRQWURO SXUSRVHV LQ WKH ILHOG RI HWK\OHQH R]|

3%%(




,Q $SULO ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 3%*, $FTXLVLWLRQ" ZKHUHE\
UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI %*, ,QFRUSRUDWHG DQG %*, ,QVWUXPHQWYV ,Q
SDUWLFXODWH DLU VDPSOLQJ DQG

,Q $SULO ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 3$PLODER $FTXLVLWLRQ™ ZKHL
GLVWULEXWRU RI RXU ELRORJLFDO LQGLFDWRU SURGXFWYV

<HDU (QGHG ODUFKRTXLVLWLRQV

'XULQJ WKH \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ WKUHH DFTXLVLWLRQ\

,Q 1RYHPEHU ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 37HPS6\V $FTXLVLWLRQ ™ Z
FRPSDQ\ LQ WKH EXVLQHVVY RI SURYLGLQJ FRQWLQXRXV PRQLWRULQJ V\VWHPV WR UHJXOD

,Q 1RYHPEHU ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ WKH 3$PHJD $FTXLVLWLRQ" ™ Zt
OLDELOLWLHV RI $PHJD 6FLHQWLILF &RUSRUDWLRQYV 3$PHJD" EXVLQHVV ZKLFK SURYLGHV

,Q -XO0\ ZH FRPSOHWHG D EXVLQHVYV FRPELQDWLRQ WKH *6XUHWRUTXH $FTXLVLWLRQ 2
$FTXLVLWLRQV //&V 367 $FTXLVLWLRQV" EXVLQHVV VHIJPHQW LQYROYLQJ WKH GHVLJQ PC
LQVWUXPHQWDWLRQ

2XU SULQFLSDO H[HFXWLYH RIILFHV DQG FRUSRUDWH KHDGTXDUWHUY DUH ORFDWHG DW :
2XU ZHEVLWH LV Z2ZZ PHVDODEVY FRP 7KH LQIRUPDWLRQ FRQWDLQHG RU FRQQHFWHG WR RXU
VKRXOG QRW EH FRQVLGHUHG SDUW RI WKLV UHSRUW

,QVWUXPHQWYV 'LYLVLRQ

2XU ,QVWUXPHQWY 'LYLVLRQ GHVLJQV PDQXIDFWXUHVY DQG PDUNHWY TXDOLW\ FRQWURO LC
EHYHUDJH PHGLFDO GHYLFH LQGXVWULDO K\ JLHQH HQYLURQPHQWDO DLU VDPSOLQJ DQG V
FRQWURO VDIHW\ YDOLGDWLRQ DQG UHJXODWRU\ FRPSOLDQFH 2XU ,QVWUXPHQWYV 'LYLVLR
FRQWURO SURFHVVHV LQ WKH IRRG SKDUPDFHXWLFDO DQG PHGLFDO GHYLFH LQGXVWULHV

FOLQLFY DQG GLDO\VLYV PDFKLQH PDQXIDFWXULQJ RSHUDWLRQV *DV IORZ FDOLEUDWLRQ L
FDOLEUDWLRQ RI JDV PHWHULQJ HTXLSPHQW DQG HQYLURQPHQWDO DLU PRQLWRULQJ E\ D YI
JRYHUQPHQW DJHQFLHV DQG WRUTXH WHVWLQJ V\VWHPV ZKLFK DUH XVHG WR PHDVXUH

'DWD /RJJHUV

2XU GDWD ORJJHU SURGXFWV DUH VHOlI FRQWDLQHG ZLUHOHVV KLJK SUHFLVLRQ LQVWUXP!H
7KH\ DUH XVHG WR PHDVXUH WHPSHUDWXUH KXPLGLW\ DQG SUHVVXUH LQVLGH D SURFHVYV

SURSHU RSHUDWLRQ RI ODERUDWRU\ RU PDQXIDFWXULQJ HTXLSPHQW HLWKHU GXULQJ LWV
D SHUVRQDO FRPSXWHU 33&" LQWHUIDFH VRIWZDUH DQG YDULRXV DFFHVVRULHV $ FXVWRI
DQG WKH VRIWZDUH SDFNDJH ,Q SUDFWLFH XVLQJ WKH 3& LOWHUIDFH WKH XVHU SURJUDP’
ORJJHUV LQ WKH SURGXFW RU SURFHVV DQG WKHQ FROOHFWV VWRUHG SURFHVV GDWD IUR
WKHQ SUHSDUH WDEXODU DQG JUDSKLFDO UHSRUWYV XVLQJ WKH VRIWZDUH 8QLTXH DVSHFW
HQYLURQPHQWY * LPSRUWDQW GLIITHUHQWLDWLQJ IDFWRUV LQ WKH PDUNHWSODFH DQG FR¢
VWHULOL]DWLRQ ,QGXVWULHV XWLOL]JLQJ WKH GDWD ORJJHUV LQFOXGH IRRG SURFHVVRUV
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OHGLFDO OHWHUYV DQG &DOLEUDWLRQ 6ROXWLRQV

2XU PHGLFDO PHWHUV DUH XVHG WR WHVW YDULRXV SDUDPHWHUV RI WKH GLDO\VLV IOXLG
VRPH FRPELQDWLRQ RI WHPSHUDWXUH SUHVVXUH S+ DQG FRQGXFWLYLW\ WR HQVXUH WKD
IURP WKH EORRG WR WKH GLDO\WVDWH 7KH PHWHUV SURYLGH D GLJLWDO UHDGRXW WKDW W|
SUHVFULEHG OLPLWY DQG GHOLYHULQJ SURSHUO\ SUHSDUHG GLDO\VDWH :H PDQXIDFWXUH '
DQG ELRPHGLFDO WHFKQLFLDQV DQG WKRVH XVHG SULPDULO\ E\ GLDO\VLV QXUVHV 7KH PH\
DQG DUH XVHG E\ WKH LQGXVWU\ DV WKH SULPDU\ VWDQGDUG IRU WKH FDOLEUDWLRQ RI GLI
WKHLU HDVH RI XVH DQG LQFRUSRUDWH D SDWHQWHG EXLOW LQ VAULQJH VDPSOLQJ V\VWHI
VWDUWLQJ D WUHDWPHQW ,Q DGGLWLRQ WR WKH GLDO\VDWH PHWHUV ZH PDUNHW D OLQH ¥
VROXWLRQV DUH UHJXODUO\ FRQVXPHG E\ WKH GLDO\VLV FOLQLFV WKXV DORQJ ZLWK FDO
&XVWRPHUV WKDW XWLOL]H WKHVH SURGXFWV LQFOXGH GLDO\VLY IDFLOLWLHY PHGLFDO GH

*DV )OSRZOLEUDWLRQ DQG $LU 6DPSOLQJ (TXLSPHQW

‘H PDQXIDFWXUH D YDULHW\ RI LOQVWUXPHQWY DQG HTXLSPHQW IRU JDV IORZ FDOLEUDWLRQ
SULPDULO\ IRU WKH GHWHUPLQDWLRQ RI SDUWLFXODWH FRQFHQWUDWLRQV LQ DLU DV D PHD
SURGXFWYVY LQFOXGH DLU VDPSOHUV SDUWLFOH VHSDUDWRUY DQG SXPSV ,Q WKH HQYLURQP
UHFRJQL]HG HDUO\ RQ DV 3UHIHUHQFH VDPSOHUV" E\ WKH 8 6 (QYLURQPHQWDO 3URWHFWLR(

‘H DOVR PDQXIDFWXUH JDV IORZ FDOLEUDWLRQ LQVWUXPHQWY WR VXSSRUW WKH XVH RI RXL
FDOLEUDWLRQ LQVWUXPHQWY SURYLGH WKH SUHFLVH VWDQGDUGY UHTXLUHG E\ ODERUDWR
YDULRXV JDV IORZ PHWHUV DQG DLU VDPSOLQJ GHYLFHV 2XU IORZ FDOLEUDWRUV DUH XVHG
HDVH Rl RSHUDWLRQ WKDW WKH\ SURYLGH LQFOXGLQJ LQGXVWULDO K\JLHQLVWYV FDOL
JDV IORZ PHWHULQJ GHYLFHV DQG LQGXVWULDO HQJLQHHULQJ DQG PDQXIDFWXULQJ FRPS

7TRUTXH 7 68\WWLHPIV

2XU DXWRPDWHG WRUTXH WHVWLQJ VI\VWHPY DUH GXUDEOH DQG UHOLDEOH PRWRUL]JHG FDS
WRUTXH LQVWUXPHQWY DUH WKHLU KLJK DFFXUDF\ DQG ORQJ WHUP FRQVLVWHQF\ RI PHDVX
HOLPLQDWH WKH HITHFWV RQ WKH PHDVXUHPHQW UHVXOWY RI GLIITHUHQW RSHUDWRUYV DQG !
FDS LV SUHFLVHO\ WKH VDPH LQ HDFK WHVWLQJ F\FOH UHJDUGOHVV RI ZKR PD\ EH RSHUDW
LQIRUPDWLRQ WKDW KHOSV WKH SDFNDJLQJ RSHUDWLRQ WUDFN HYHQWYVY DQG SRWHQWLDO
IDVKLRQ ,QGXVWULHV XWLOL]JLQJ WKHVH LQVWUXPHQWY LQFOXGH IRRG SURFHVVRUV EHYH

%LRORJLFDO ,QGLFDWRUYV 'LYLVLRQ

2XU %YLRORJLFDO ,QGLFDWRUV '"LYLVLRQ SURYLGHV WHVWLQJ VHUYLFHVY DORQJ ZLWK WKH P
XVHG WR DVVHVV WKH HIITHFWLYHQHVYV RI VWHULOL]DWLRQ SURFHVVHV LQFOXGLQJ VWHDP

DQG SKDUPDFHXWLFDO LQGXVWULHV 2XU ELRORJLFDO LQGLFDWRUYV DUH UHJLVWHUHG PHGLI
FRQWUROOHG SURFHVVHYVY 7KH\ DUH GHYHORSHG DQG XVHG DFFRUGLQJ WR WKH $VVRFLDW|
RIWHQ DGRSWHG DV WKH ZRUOGZLGH VWDQGDUG XQGHU ,62
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%LRORJLFDO LQGLFDWRUV FRQVLVW RI UHVLVWDQW VSRUHV RI FHUWDLQ PLFURRUJDQLVPV
DUH ZHOO FKDUDFWHUL]JHG LQ WHUPV RI QXPEHUVY DQG UHVLVWDQFH WR VWHULOL]DWLRQ ,(
GHWHUPLQH WKH SUHVHQFH RI VXUYLYLQJ RUJDQLVPV 2XU ELRORJLFDO LQGLFDWRUV LQFO.
FRQWDLQHG SURGXFWYV ZKLFK KDYH WKH JURZWK PHGLD DOUHDG\ SUH SDFNDJHG LQ FUXVKI
LQFUHDVH WKH UHVLVWDQFH RI ELRORJLFDO LQGLFDWRUV PLPLFNLQJ WKH SDFNDJLQJ RU R\
ELRORJLFDO LQGLFDWRUV H[FHSW WKDW D FKHPLFDO FKDQJH JHQHUDOO\ GHWHUPLQHG E\
FKHPLFDO LQGLFDWRUY DUH RIWHQ XVHG WRJHWKHU WR PRQLWRU SURFHVVHV %LRORJLFD(
DQ\ LQGXVWULDO RU KHDOWKFDUH VHWWLQJ ZKLFK XVHV VWHULOL]JDWLRQ .H\ PDUNHWYV LQ
GHYLFH DQG SKDUPDFHXWLFDO PDQXIDFWXUHUYV

2XU ELRORJLFDO LQGLFDWRUYV DUH GLVWLQJXLVKHG LQ WKH PDUNHWSODFH E\ WKHLU KLJK O
ELRORJLFDO LQGLFDWRUV WR EH XVHG LQ PDQ\ GLITHUHQW W\SHV RI SURFHVVHVY DQG SURG.:
VWHDP VWHULOL]JHUV LQ GHQWDO RIILFHVY ZKLOH D PRUH FRPSOH[ VHOI FRQWDLQHG ELRORJL
WR DVVXUH WKH VWHULOLW\ LQ D FRPSOH[ HWK\OHQH R[LGH VWHULOL]DWLRQ SURFHVV ,Q
WKH VWHULOL]DWLRQ SURFHVV PXVW EH ZHOO FKDUDFWHUL]JHG LQ RUGHU WR DFFXUDWHO\ I
DUH XVHG WR LQVXUH WKDW WKH PLFURRUJDQLVP VSRUHV DUH ZHOO FKDUDFWHUL]JHG DQG W

&RQWLQXRXV ORQLWRWLQJ

2XU &ROQWLQXRXV ORQLWRULQJ 'LYLVLRQ GHVLJQV GHYHORSV DQG PDUNHWYV V\VWHPV ZKLF
KXPLGLW\ DQG GLIIHUHQWLDO SUHVVXUH WR HQVXUH WKDW FULWLFDO VWRUDJH DQG SURFF
HQYLURQPHQWY VXFK DV UHIULJHUDWRUV IUHH]JHUV ZDUHKRXVHV ODERUDWRU\ LQFXEDWF
FRQVLVW RI ZLUHOHVYV VHQVRUV WKDW DUH SODFHG LQ FRQWUROOHG HQYLURQPHQWY KDU
DQG SURFHVV WKH GDWD 2XU VI\VWHPV DUH GHVLJQHG WR RSHUDWH FRQWLQXRXVO\ SURY!L
DELOLW\ WR SURYLGH ORFDO DODUPY DQG QRWLILFDWLRQV YLD H PDLO WH[W RU WHOHSKRCG
FROQWLQXRXV PRQLWRULQJ VIVWHPV DUH KRVSLWDOV SKDUPDFHXWLFDO DQG PHGLFDO GHY
LQGXVWULDO HQYLURQPHQWYV

$PRQJ WKH LPSRUWDQW FRPSHWLWLYH GLIITHUHQWLDWRUYV IRU RXU FRQWLQXRXVY PRQLWRULC
W\SHV WR PHHW WKH QHHGV Rl PRVW DSSOLFDWLRQV D ODUJH GLVWULEXWHG LQVWDOOEC
H[WHQVLYH UHSRUWLQJ DQG DODUP FDSDELOLW\ $Q LPSRUWDQW DVSHFW RI RXU FRQWLQXI
PRVW VI\VWHPVY DQQXDO UH FDOLEUDWLRQ RI HDFK VHQVRU LV UHTXLUHG DQG ZH SURYLGH

&ROG &KDLQ 'LYLVLRQ

2XU &ROG &KDLQ 'LYLVLRQ SURYLGHY SDUDPHWHU SULPDULO\ WHPSHUDWXUH PRQLWRULQJ
SDFNDJLQJ GHYHORSPHQW DQG YDOLGDWLRQ RU PDSSLQJ RI WUDQVSRUW DQG VWRUDJH FR
DQG SKDVH FKDQJH SURGXFWV WR FRQWURO WHPSHUDWXUH GXULQJ WUDQVSRUW :H SURYL
WKHLU *RRG 'LVWULEXWLRQ 3UDFWLFHV 3*'3" UHJXODWLRQV 2XU FRPSOLDQFH VHUYLFHV KI
SURGXFWVY DUH XVHG WR FRQWURO WHPSHUDWXUH RI PDWHULDOV GXULQJ VKLSSLQJ DQG R>
WHPSHUDWXUH H[FXUVLRQV

7KH FRPSHWLWLYH DGYDQWDJHV RI RXU &ROG &KDLQ 'LYLVLRQ LQFOXGH RXU LQ GHSWK N
DUH YHU\ GXUDEOH DQG FDQ FRQWURO WHPSHUDWXUHV IRU XS WR KRXUV GXULQJ WUDQV
YDOLGDWLRQ RI FXVWRP SDFNDJLQJ VROXWLRQV DQG ZHE EDVHG PRQLWRULQJ SURGXFWYV
FKDLQ IURP SRLQW RI PDQXIDFWXUH RU FROOHFWLRQ DOO WKH ZD\ WR SRLQW RI XVH
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ODUNHW )DFWRUV

B3URGXFW VDOHVY DUH GHSHQGHQW RQ VHYHUDO IDFWRUV LQFOXGLQJ JHQHUDO HFRQRPLF F
FRPSHWLWLRQ LQWURGXFWLRQ RI QHZ SURGXFWY DQG DFTXLVLWLRQV %LRORJLFDO LQGLF
DUH XVHG RQ D URXWLQH EDVLV WKXV SURGXFW VDOHV DUH OHVV VHQVLWLYH WR JHQHUD
PRQLWRULQJ SURGXFWY KDYH D ORQJHU OLIH DQG WKHLU SXUFKDVH E\ RXU FXVWRPHUV LV
6HUYLFH GHPDQG LV GULYHQ E\ RXU FXVWRPHUVY TXDOLW\ FRQWURO DQG UHJXODWRU\ HQYL
LOQVWUXPHQW SURGXFWY DQG FRQWLQXRXV PRQLWRULQJ VA\VWHPV :H W\SLFDOO\ HYDOXDWI
ZKHUH SRVVLEOH ZH SDVV DORQJ FRVW LQFUHDVHV LQ RUGHU WR PDLQWDLQ RXU PDUJLQV

ODQXIDFWXULQJ

‘H FRQGXFW UHVHDUFK PDQXIDFWXULQJ DQG VXSSRUW RI RXU ,QVWUXPHQWYV 'LYLVLRQ SURC
LQVWUXPHQW SURGXFWY DUH PDQXIDFWXUHG SULPDULO\ E\ DVVHPEOLQJ WKH SURGXFWYV |U
PDQXIDFWXUH DQG VXSSRUW RI RXU &RQWLQXRXV ORQLWRULQJ 'LYLVLRQ VI\VWHPV DUH FRQ
DUH PDQXIDFWXUHG SULPDULO\ E\ DVVHPEOLQJ WKH V\VWHPV IURP SXUFKDVHG FRPSRQHQW
FXVWRPHUfV IDFLOLW\ )DFLOLWLHV LQ %R]JHPDQ ORQWDQD 2PDKD 1HEUDVND DQG 7UDYHUYV
LQGLFDWRU SURGXFWV DUH PDQXIDFWXUHG E\ JURZLQJ PLFURELRORJLFDO VSRUHV IURP UDZ
XVLQJ HVWDEOLVKHG TXDOLW\ FRQWURO WHVWYV 2XU GHQWDO VWHULOL]J]HU WHVWLQJ SURG
WKHVH NLWV ZKHQ WKH\ DUH UHWXUQHG WR XV WR GHWHUPLQH WKH HIITHFWLYHQHVV RI RXU
PDQXIDFWXUHG LQ RXU ODUNKDP &DQDGD IDFLOLW\ SULPDULO\ E\ DVVHPEOLQJ WKH V\VWHP
SURGXFWY DUH PDQXIDFWXUHG E\ WKLUG SDUW\ VXSSOLHUV

ORVW RI WKH PDWHULDOV DQG FRPSRQHQWYV XVHG LQ RXU SURGXFW OLQHY DUH DYDLODEOH
EXW DUH GHSHQGHQW RQ D VLQJOH VRXUFH IRU FHUWDLQ LWHPV :H EHOLHYH WKDW DOWHL
$OWKRXJIK RXU GHSHQGHQFH RQ WKHVH VLQJOH VXSSO\ VRXUFHV PD\ LQYROYH D GHJUHH R
UHTXLUHPHQWYV

ODUNHWLQJ DQG 'LVWULEXWLRQ

'RPHVWLFDOO\ ZH JHQHUDWH VDOHV WR HQG XVHUV WKURXJK RXU VDOHVY DQG PDUNHWLQJ "
$VLD 6RXWK $PHULFD $XVWUDOLD &DQDGD DQG &HQWUDO $PHULFD IRU LQWHUQDWLRQDO V\
LQWHUQHW DQG RWKHU GLJLWDO IRUPV RI DGYHUWLVLQJ

2XU ,QVWUXPHQWY 'LYLVLRQ PDUNHWLQJ HIIRUW LV IRFXVHG RQ RIITHULQJ TXDOLW\ SURGXFVWV
SURGXFWV DQG VHUYLFHV DQG KHOSLQJ WKHP PHHW WKHLU UHJXODWRU\ UHTXLUHPHQWYV ¢
PHGLFDO GHYLFHV FRQWUDFW VWHULOL]LQJ VHUYLFHV JRYHUQPHQWDO DJHQFLHV HQYLUR

2XU %LRORJLFDO ,QGLFDWRUYV 'LYLVLRQ PDUNHWLQJ IRFXVHV RQ SURYLGLQJ TXDOLW\ WHVW
&XVWRPHUVY LQFOXGH FRPSDQLHV SURYLGLQJ VWHULOLW\ DVVXUDQFH WHVWLQJ WR GHQWD:"
SKDUPDFHXWLFDO DQG PHGLFDO GHYLFH PDQXIDFWXULQJ

2XU &RQWLQXRXV ORQLWRULQJ 'LYLVLRQ PDUNHWLQJ IRFXVHV RQ SURYLGLQJ TXDOLW\ VI\VW

WHPSHUDWXUH KXPLGLW\ DQG GLIITHUHQWLDO SUHVVXUH WR HQVXUH WKDW FULWLFDO VWR!
DQG PHGLFDO GHYLFH PDQXIDFWXUHUV EORRG EDQNV SKDUPDFLHY DQG D QXPEHU RI RWKF
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2XU &ROG &KDLQ 'LYLVLRQ PDUNHWLQJ IRFXVHV RQ EHLQJ WKH 3RQH VWRS VKRS” IRU DOO R
SURGXFWV RU VHUYLFHV RXU FROG FKDLQ RIITHULQJ SURYLGHYV DOO RI RXU FXVWRPHUVY QH
VROXWLRQV &XVWRPHUV LQFOXGH SKDUPDFHXWLFDO PDQXIDFWXUHUV GLVWULEXWLRQ FRP

$V RI DQG IRU WKH \HDUV HQGHG ODUFK DQG QR LQGLYLGXDO FXVWRPHU UHSU
&RPSHWLWLRQ

2XU SURGXFWV FRPSHWH DFURVYVY VHYHUDO LQGXVWULHYV ZLWK D YDULHW\ RI FRPSDQLHV PIL
UHVHDUFK DQG GHYHORSPHQW FDSDELOLWLHV )XUWKHUPRUH PDQ\ RI WKHVH FRPSDQLHV K
EH DW D FRPSHWLWLYH GLVDGYDQWDJH ZLWK VRPH FRPSHWLWRUV GXH WR WKHLU UHVSHFW
&RPSDQLHV ZLWK ZKLFK RXU ,QVWUXPHQWYV 'LYLVLRQ SURGXFWV FRPSHWH LQFOXGH WKH O0\UF
'DQDKHU ,QF 7KHUPR )LVKHU 6FLHQWLILF ,QF OHFPHVLQ 6WHLQIXUWK OHW 2QH ,QVWUXP
FRPSHWH ZLWK 0 7HUUDJHQH &URVVWH[ DQG 6WHULY DPRQJ RWKHUV 2XU &RQWLQXRXV Ol
&RUSRUDWLRQ DQG &RRSHU $WNLQV DPRQJ RWKHUV 2XU &ROG &KDLQ 'LYLVLRQ SURGXFWYV
%LRWKHUPDO //& DQG &U\RSDN

5HVHDUFK DQG 'HYHORSPHQW

‘H DUH FRPPLWWHG WR DQ DFWLYH UHVHDUFK DQG GHYHORSPHQW SURJUDP GHGLFDWHG WR

SURGXFWV :H VSHQW IRU WRIB \HDUV HQGHG ODUFK DQG UHVSHFWLYF
LQFOXGLQJ DPRXQWY FDSLWDOL]J]HG DV LQWDQJLEOH DVVHWY DQG FRQVWUXFWLRQ LQ SURJI
ORQLWRULQJ SURGXFW ZHUH DQG IRU WKH \HDUV HQGHG O0DUFK DQG

*RYHUQPHQW 5HIJXODWLRQ

:KLOH RXU TXDOLW\ VIVWHP DQG PDQXIDFWXULQJ SURFHVVHY DUH JHQHUDOO\ WKH VDPH WK
,62 ,62 DQG FHUWDLQ 8 6 )HGHUDO UHJXODWLRQV &RPSOLDQFH UHTXLUHV XV WR RE"

6HYHUDO SURGXFWV LQ ERWK WKH ,QVWUXPHQWY DQG %LRORJLFDO ,QGLFDWRUV 'LYLVLRQV
$FW DV DPHQGHG E\ WKH OHGLFDO 'HYLFH $PHQGPHQWV RI KHUHLQDIWHU UHIHUUHG WR
GHYLFH WR QRWLI\ WKH )RRG DQG 'UXJ $GPLQLVWUDWLRQ 3)'$" RI LWV LQWHQWLRQ DW OH
ZKHWKHU WKH GHYLFH LV VXEVWDQWLDOO\ HTXLYDOHQW WR D GHYLFH PDUNHWHG SULRU WR
UHTXLULQJ VXFK SHUPLVVLRQ

6RPH RI RXU IDFLOLWLHY DUH VXEMHFW WR )'$ UHIJXODWLRQVY DQG LQVSHFWLRQV ZKLFK PD\
FXUUHQW *RRG ODQXIDFWXULQJ 3UDFWLFHY UHJXODWLRQV WKDW UHTXLUH DPRQJ RWKHU V
LOQWHQGHG IRU KXPDQ XVH )DLOXUH WR FRPSO\ ZLWK WKHVH SUDFWLFHVY UHQGHUV WKH SU
WKHVH SURGXFWY DQG SRVVLEOH UHJXODWRU\ DFWLRQ E\ WKH )'$

7KH PDQXIDFWXUH DQG VDOH RI PHGLFDO GHYLFHV LV DOVR UHJXODWHG E\ VRPH VWDWHYV

WKH )'$ VRPH VWDWH ODZV PD\ DSSO\ :H GR QRW DQWLFLSDWH WKDW FRPSO\LQJ ZLWK VWD
KDYH ODZV UHJXODWLQJ PHGLFDO GHYLFHV VROG LQ WKRVH FRXQWULHYVY ZKLFK PD\ FDXVH

38*(




(PSOR\HHV

2Q ODUFK ZH KDG HPSOR\HHV RI ZKLFK DUH HPSOR\HG IRU PDQXIDFWXULQJ DQG
IRU VDOHY DQG PDUNHWLQJ DQG IRU DGPLQLVWUDWLRQ

,7(0 $ 5,6. )$&7256

,Q DGGLWLRQ WR WKH RWKHU LQIRUPDWLRQ VHW IRUWK LQ WKLV $QQXDO 5HSRUW RQ )RUP
IROORZLQJ IDFWRUV ZKLFK FRXOG PDWHULDOO\ DIIHFW RXU EXVLQHVV ILQDQFLDO FRQGL
EHORZ DUH WKRVH WKDW ZH KDYH LGHQWLILHG DV PDWHULDO EXW DUH QRW WKH RQO\ UL
WR XV RU WKDW ZH FXUUHQWO\ EHOLHYH DUH LPPDWHULDO DOVR PD\ LPSDLU RXU EXVLQH"

&RQGLWLRQV LQ WKH JOREDO HFRQRP\ WKH PDUNHWYV ZH VHUYH DQG WKH ILQDQFLDO PDUN

2XU EXVLQHVV LV VHQVLWLYH WR JHQHUDO HFRQRPLF FRQGLWLRQV 60RZHU JOREDO HFRQFR
DQG FUHGLW PDUNHWYVY KLJK OHYHOV RI XQHPSOR\PHQW RU XQGHUHPSOR\PHQW UHGXFHG O
FKDQJHV LQ FDSLWDO UHTXLUHPHQWYV IRU ILQDQFLDO LQVWLWXWLRQV JRYHUQPHQW GHILF
FKDOOHQJHV WKDW DIIHFW WKH JOREDO HFRQRP\ DGYHUVHO\ FRXOG DIIHFW XV DQG RXU Gl

" UHGXFLQJ GHPDQG IRU RXU SURGXFWY DQG VHUYLFHV OLPLWLQJ WKH ILQDQFLQJ DYDL
ORQJHU VDOHV F\FOHV

" LQFUHDVLQJ WKH GLIILFXOW\ LQ FROOHFWLQJ DFFRXQWYVY UHFHLYDEOH DQG WKH ULVN
" VXSSO\ LOWHUUXSWLRQV ZKLFK FRXOG GLVUXSW RXU DELOLW\ WR SURGXFH RXU SUR:

" LQFUHDVLQJ WKH ULVN WKDW FRXQWHUSDUWLHV WR RXU FRQWUDFWXDO DUUDQJHPHQW
FRXOG LQFUHDVH WKH ULVNV LGHQWLILHG DERYH

,/ JURZWK LQ WKH JOREDO HFRQRP\ RU LQ DQ\ RI WKH PDUNHWY ZH VHUYH VORZV IRU D VLJQ
PDUNHWY RU LI LPSURYHPHQWYV LQ WKH JOREDO HFRQRP\ GRQTW EHQHILW WKH PDUNHWYV ZF

2XU JURZWK FRXOG VXIIHU LI WKH PDUNHWY LQWR ZKLFK ZH VHOO RXU SURGXFWYV DQG VHU"

2XU JURZWK GHSHQGYV LQ SDUW RQ WKH JURZWK RI WKH PDUNHWYVY ZKLFK ZH VHUYH DQG YLVI
GLVWULEXWRUV 2XU TXDUWHUO\ UHVXOWY RI RSHUDWLRQV GHSHQG VXEVWDQWLDOO\ RQ W
$Q\ GHFOLQH RU ORZHU WKDQ H[SHFWHG JURZWK LQ RXU VHUYHG PDUNHWYVY FRXOG GLPLQLYV
ILQDQFLDO VWDWHPHQWY &HUWDLQ RI RXU EXVLQHVVHVY RSHUDWH LQ LQGXVWULHV WKDW F
GHSHQGV RQ FXVWRPHUVY FDSLWDO VSHQGLQJ EXGJHWYV DV ZHOO DV JRYHUQPHQW IXQGLQ.
SURGXFW DQG HFRQRPLF F\FOHV FDQ DIIHFW WKH VSHQGLQJ GHFLVLRQV RI WKHVH HQWLWL
SDWWHUQV ZKLFK PD\ EH DIITHFWHG E\ DQQRXQFHG SULFH FKDQJHV QHZ SURGXFW LQWURC
DITHFW RXU JURZWK DQG UHVXOWY RI RSHUDWLRQV LQ DQ\ JLYHQ SHULRG

38%(




‘H IDFH FRPSHWLWLRQ DQG LI ZH DUH XQDEOH WR FRPSHWH HIIHFWLYHO\ ZH PD\ H[SHULHQ

7KH PDUNHWYV IRU VRPH RI RXU FXUUHQW DQG SRWHQWLDO SURGXFWYVY DUH FRPSHWLWLYH %
HQFRXQWHU D ZLGH YDULHW\ RI FRPSHWLWRUV LQFOXGLQJ VHYHUDO WKDW SRVVHVV ERWK
PDLQWDLQ ORQJVWDQGLQJ UHODWLRQVKLSYVY ZLWK PDMRU FXVWRPHUV FRQWLQXH WR JURZ
SURGXFWY DQG VHUYLFHV WR PDLQWDLQ DQG H[SDQG RXU EUDQG UHFRJQLWLRQ DQG OHDG
LQFOXGLQJ LQ GHYHORSLQJ FRXQWULHV 2XU IDLOXUH WR FRPSHWH HIIHFWLYHO\ DQG RU SU
RSHUDWLRQV DQG RXU H[SDQVLRQ LQWR QHZ PDUNHWY PD\ UHVXOW LQ JUHDWHU WKDQ HJ[SI

&KDQJLQJ LQGXVWU\ WUHQGY PD\ DITHFW RXU UHVXOWY RI RSHUDWLRQV

9DULRXV FKDQJHV ZLWKLQ WKH LQGXVWULHY ZH VHUYH PD\ OLPLW IXWXUH GHPDQG IRU RXU
" FKDQJHV LQ GLDO\WVLVY UHLPEXUVHPHQWYV
" PHUJHUV ZLWKLQ WKH GLDO\VLVY SURYLGHU LQGXVWU\ FRQFHQWUDWLQJ RXU PHGLFDO
" PHUJHUV ZLWKLQ RWKHU LQGXVWULHYV ZH VHUYH PDNLQJ XV PRUH GHSHQGHQW XSRQ It}
" GHFUHDVHG SURGXFW GHPDQG GULYHQ E\ FKDQJHV LQ RXU FXVWRPHUVYT UHJXODWRU"
" SULFH FRPSHWLWLRQ IRU NH\ SURGXFWYV

2XU JURZWK GHSHQGV LQ SDUW RQ WKH WLPHO\ GHYHORSPH Q W DIEG HRREDEIRFGBRENON, HIDWY IGR & ¥
HIITRUWV Rl WKLUG SDUW\ GLVWULEXWRUYV

2XU JURZWK GHSHQGY RQ WKH DFFHSWDQFH RI RXU SURGXFWY DQG VHUYLFHV LQ WKH PDUT
GLVWULEXWH DQG UHSUHVHQW RXU SURGXFWV DQG RXU DELOLW\ WR LQWURGXFH QHZ DQG
DVVXUDQFH WKDW ZH ZLOO EH DEOH WR FRQWLQXH WR LQWURGXFH QHZ DQG HQKDQFHG SU
PDUNHWSODFH RU WKDW WKH FRPSDQLHV WKDW ZH FRQWUDFW ZLWK WR GLVWULEXWH DQG
IDLOXUH WR FRQWLQXH WR LQWURGXFH QHZ DQG HQKDQFHG SURGXFWV RU JDLQ ZLGHVSUH
RSHUDWLRQV ,Q RUGHU WR VXFFHVVIXOO\ FRPPHUFLDOL]JH RXU SURGXFWYV DQG VHUYLFHV L
FDQ VXFFHVVIXOO\ GLVWULEXWH DQG UHSUHVHQW RXU SURGXFWV DQG VHUYLFHV LQWR YD

2XU UHSXWDWLRQ DELOLW\ WR GR EXVLQHVY DQG FRQVROLGDWHG ILQDQFLDO VWDWHPHQW
SDUWQHUYV

‘H FDQQRW SURYLGH DVVXUDQFH WKDW RXU LQWHUQDO FRQWUROV DQG FRPSOLDQFH V\VWFE
RI RXUV RU RI EXVLQHVVHV ZH DFTXLUH RU SDUWQHU ZLWK WKDW ZRXOG YLRODWH 8 6 DQ
EULEHU\ IUDXG NLFNEDFNV DQG IDOVH FODLPV SULFLQJ VDOHV DQG PDUNHWLQJ SUDFWLFF
GDWD SULYDF\ ,Q SDUWLFXODU WKH 8 6 )RUHLJQ &RUUXSW 3UDFWLFHV $FW DQG VLPLODU D
LQWHUPHGLDULHV IURP PDNLQJ LPSURSHU SD\PHQWYV WR JRYHUQPHQW RIILFLDOV IRU WKH S
VXFK DFWV FRXOG GDPDJH RXU UHSXWDWLRQ DQG VXEMHFW XV WR FLYLO RU FULPLQDO LQY
OHDG WR VXEVWDQWLDO FLYLO DQG FULPLQDO PRQHWDU\ DQG QRQ PRQHWDU\ SHQDOWLHYV
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$Q\ LQDELOLW\ WR FRQVXPPDWH DFTXLVLWLRQV DW RXU KLVWRULFDO UDWH DQG DW DSSUI

2XU DELOLW\ WR JURZ UHYHQXHY HDUQLQJV DQG FDVK IORZV DW RU DERYH RXU KLVWRULF
EXVLQHVVHYVY DW DSSURSULDWH SULFHVY DQG UHDOL]H DQWLFLSDWHG V\QHUJLHV :H PD\ QRV
LPSDFW RXU JURZWK UDWH DQG RXU VWRFN SULFH 3URPLVLQJ DFTXLVLWLRQV DUH GLIILFXO
DPRQJ SURVSHFWLYH EX\HUV WKH DYDLODELOLW\ RI DIIRUGDEOH IXQGLQJ LQ WKH FDSLWDC
IRU DFTXLVLWLRQV PD\ UHVXOW LQ KLJKHU SXUFKDVH SULFHV &KDQJHV LQ DFFRXQWLQJ RU
LPSDFW RXU DELOLW\ WR FRQVXPPDWH DFTXLVLWLRQV

2XU DEFTXLVLWLRQ RI EXVLQHVVHYV FRXOG QHJDWLYHO\ LPSDFW RXU UHVXOWY RI RSHUDWLR
$V DQ LPSRUWDQW SDUW RI RXU EXVLQHVV VWUDWHJI\ ZH DFTXLUH EXVLQHVVHV VRPH RI ZI
JLQDQFLDO &RQGLWLRQ DQG 5HVXOWYV RI 2SHUDWLRQV' IRU DGGLWLRQDO GHWDLOV 7KHVH I
FRPSOLDQFH DQG RWKHU ULVNV DQG FKDOOHQJHV LQFOXGLQJ WKH IROORZLQJ DQ\ Rl ZKLF

" DQ\ DFTXLUHG EXVLQHVV WHFKQRORJ\ VHUYLFH RU SURGXFW FRXOG XQGHU SHUIRUP |
DFFRUGDQFH ZLWK RXU DQWLFLSDWHG WLPHWDEOH

" ZH PD\ LQFXU RU DVVXPH VLJQLILFDQW GHEW LQ FRQQHFWLRQ ZLWK RXU DFTXLVLWLRQ

" DFTXLVLWLRQV FRXOG FDXVH RXU UHVXOWV RI RSHUDWLRQV WR GLIIHU IURP RXU RZQ |
WHUP

" SUH FORVLQJ DQG SRVW FORVLQJ DFTXLVLWLRQ UHODWHG HDUQLQJY FKDUJHV FRXOG
EH VXEVWDQWLDOO\ GLIIHUHQW IURP SHULRG WR SHULRG

" DFTXLVLWLRQV FRXOG FUHDWH GHPDQGV RQ RXU PDQDJHPHQW RSHUDWLRQDO UHVRXL
DGGUHVV RU IRU ZKLFK ZH PD\ LQFXU DGGLWLRQDO FRVWYV

" ZH FRXOG H[SHULHQFH GLIILFXOW\ LQ LQWHJUDWLQJ SHUVRQQHO RSHUDWLRQV ILQDQ
" ZH PD\ EH XQDEOH WR DFKLHYH FRVW VDYLQJV RU RWKHU V\QHUJLHY DQWLFLSDWHG L
" ZH PD\ DVVXPH E\ DFTXLVLWLRQ XQNQRZQ OLDELOLWLHY NQRZQ FRQWLQJHQW OLDELOL
LQWHUQDO FRQWURO GHILFLHQFLHV RU H[SRVXUH WR UHJXODWRU\ VDQFWLRQV UHVXOV
GHILFLHQFLHYV PD\ LQFUHDVH RXU H[SHQVHV DGYHUVHO\ DIIHFW RXU ILQDQFLDO SRVLW

» LQ FRQQHFWLRQ ZLWK DFTXLVLWLRQV ZH RIWHQ HQWHU LQWR SRVW FORVLQJ ILQDQFI
LOQGHPQLILFDWLRQ REOLJDWLRQV ZKLFK PD\ KDYH XQSUHGLFWDEOH ILQDQFLDO UHVXO

" DV D UHVXOW RI RXU DFTXLVLWLRQV ZH KDYH UHFRUGHG VLJQLILFDQW JRRGZLOO DQG

UHDOL]H WKH YDOXH RI WKHVH DVVHWY ZH PD\ EH UHTXLUHG WR LQFXU FKDUJHV UHOD
RSHUDWLRQV
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7KH LOQGHPQLILFDWLRQ SURYLVLRQV RI DFTXLVLWLRQ DJUHHPHQWYV E\ ZKLFK ZH KDYH DFTXI
OLDELOLWLHYV

&HUWDLQ RI WKH DFTXLVLWLRQ DJUHHPHQWY E\ ZKLFK ZH KDYH DFTXLUHG FRPSDQLHV UHTXI
RSHUDWLRQ RI WKH FRPSDQ\ EHIRUH ZH DFTXLUHG LW ,Q PRVW RI WKHVH DJUHHPHQWYV KRZI
XQDEOH WR PHHW WKHLU LQGHPQLILFDWLRQ UHVSRQVLELOLWLHY ::H FDQQRW DVVXUH \RX W
IDFH XQH[SHFWHG OLDELOLWLHV WKDW FRXOG DGYHUVHO\ LPSDFW RXU UHVXOWY RI RSHUDV

7KH FRQWLQJHQW FRQVLGHUDWLRQ DVVRFLDWHG ZLWK FHUWDLQ RI RXU DFTXLVLWLRQV PD

$V SDUW RI FHUWDLQ RI RXU DFTXLVLWLRQV ZH DUH UHTXLUHG WR PDNH FRQWLQJHQW FRQ
7KH XOWLPDWH DPRXQW ZH SD\ PD\ GLIIHU VLJQLILFDQWO\ IURP WKH OLDELOLW\ ZH UHFRUGH
UHFRUGHG WKH GLIIHUHQFH LV UHFRUGHG DV H[SHQVH LQ RXU FRQVROLGDWHG VWDWHPHOQ\

, ZH GR QRW RU FDQQRW DGHTXDWHO\ SURWHFW RXU LQWHOOHFWXDO SURSHUW\ RU LI WK
H[SHQG VLIJQLILFDQW UHVRXUFHY HQIRUFLQJ RXU ULJKWYV

‘H RZQ QXPHURXV SDWHQWY WUDGHPDUNV FRS\ULJKWV WUDGH VHFUHWY DQG RWKHU LQW
DJJUHJDWH DUH LPSRUWDQW WR RXU EXVLQHVV 7KH LQWHOOHFWXDO SURSHUW\ ULJKWYV WE
VLIQLILFDQW FRPSHWLWLYH DGYDQWDJH DQG SDWHQWYV PD\ QRW EH LVVXHG IRU SHQGLQJ
DQG RXU OLFHQVRUV KDYH WDNHQ WR PDLQWDLQ DQG SURWHFW RXU LOQWHOOHFWXDO SURS
SDUWLFXODUO\ LQ FRXQWULHYVY ZKHUH LQWHOOHFWXDO SURSHUW\ ULJKWYV DUH QRW KLJKO\ !
EHFDXVH DQ LQIULQJHU KDV D GRPLQDQW LQWHOOHFWXDO SURSHUW\ SRVLWLRQ RU IRU RW
SURSHUW\ :H DOVR UHO\ RQ QRQGLVFORVXUH DQG QRQFRPSHWLWLRQ DJUHHPHQWY ZLWK F
SURSULHWDU\ ULJKWV 7KHUH FDQ EH QR DVVXUDQFH WKDW WKHVH DJUHHPHQWY ZLOO DGH
WKDW ZH ZLOO KDYH DGHTXDWH UHPHGLHV IRU DQ\ EUHDFK WKDW RWKHUV ZLOO QRW LQGH
QRW RWKHUZLVH JDLQ DFFHVV WR RXU WUDGH VHFUHWY RU RWKHU SURSULHWDU\ ULJKWV
DGYDQWDJH DGHTXDWHO\ SURWHFW RXU LQWHOOHFWXDO SURSHUW\ GHWHFW RU SUHYHQV
LOWHOOHFWXDO SURSHUW\ ULJKWV FRXOG DGYHUVHO\ LPSDFW RXU FRPSHWLWLYH SRVLWL

6HYHUDO RI RXU SURGXFWYV BKHFHK[WRXQU/G YGHXD DU HHIXR®GXWVWWG LQWURGXFWLRQ RU KDOW VDOH)

7KH SURFHVV RI REWDLQLQJ DQG PDLQWDLQLQJ UHTXLUHG UHIJXODWRU\ DSSURYDOV LV OHC
UHJXODWRU\ GHOD\V WR GDWH ZH FDQ RIIHU QR DVVXUDQFH WKDW GHOD\V ZLOO QRW RFFX
QHZ SURGXFWYV RQ D WLPHO\ EDVLV 5HJXODWRU\ DJHQFLHY SHULRGLFDOO\ LQVSHFW RXU P/
FDQ VXEMHFW DSSURYHG SURGXFWV WR DGGLWLRQDO WHVWLQJ DQG VXUYHLOODQFH SURJU
UHVXOW LQ ILQHV VXVSHQVLRQ RI UHJXODWRU\ DSSURYDOV SURGXFW UHFDOOV RSHUDWLC
LI ZH IDLO WR FRPSO\ ZLWK UHJXODWRU\ UHTXLUHPHQWY LW FRXOG KDYH DQ DGYHUVH HIIHF

BURGXFW GHIHFWY DQG XQDQWLFLSDWHG XVH RU LQDGHTXDWH GLVFORVXUH ZLWK UHVSHFV
RSHUDWLRQV

ODQXIDFWXULQJ RU GHVLJQ GHIHFWV LQ XQDQWLFLSDWHG XVH RI VDIHW\ RU TXDOLW\ LVV
ZH PDNH RU VHOO LQFOXGLQJ LQ SURGXFWV RU FRPSRQHQWYV WKDW ZH VRXUFH IURP WKLUG
FRXOG OHDG WR UHFDOOV RU VDIHW\ DOHUWYVY UHVXOW LQ WKH UHPRYDO RI D SURGXFW RU \
XV 5HFDOOV UHPRYDOV DQG SURGXFW OLDELOLW\ DQG VLPLODU FODLPV UHJDUGOHVV RI W
SXEOLFLW\ DQG GDPDJH WR RXU UHSXWDWLRQ WKDW FRXOG UHGXFH GHPDQG IRU RXU SURC(

3%*(




&DWDVWURSKLF HYHQWY RU HQYLURQPHQWDO FRQGLWLRQV PD\ GLVUXSW RXU EXVLQHVV

$ GLVUXSWLRQ RU IDLOXUH RI RXU VI\VWHPYVY RU RSHUDWLRQV EHFDXVH RI D PDMRU ZHDWKH
FRPSOHWLQJ VDOHV SURYLGLQJ VHUYLFHV RU SHUIRUPLQJ RWKHU PLVVLRQ FULWLFDO IXQF
FULWLFDO EXVLQHVV RU ,7 VIVWHPV FRXOG KDUP RXU DELOLW\ WR FRQGXFW QRUPDO EXVLQ
RI JHQHUDO HFRQRPLF GLVUXSWLRQ LQ DIIHFWHG FRXQWULHV ZKLFK PD\ LQFUHDVH RXU R¢
XQFHUWDLQW\ WR WKH WLPLQJ DQG EXGJHW IRU SXUFKDVH LQYHVWPHQW GHFLVLRQV E\ RX
HLWKHU RI ZKLFK PD\ DGYHUVHO\ DIIHFW RXU UHYHQXHV 7KH ORQJ WHUP HIIHFWV RI FOLPD
SDUWLFXODU DUH XQFOHDU (QYLURQPHQWDO UHJXODWLRQV RU FKDQJHV LQ WKH VXSSO\ G
VHUYLFHV LQFOXGLQJ QDWXUDO UHVRXUFHV QHFHVVDU\ WR UXQ RXU EXVLQHVV &KDQJHYV
HTXLSPHQW ZH QHHG WR SURGXFH RXU SURGXFW OLQHV

:H PD\ EH UHTXLUHG WR UHFRJQL]H LPSDLUPHQW FKDUJHV WKDW FRXOG PDWHULDOO\ DIIHF'

‘H DVVHVV RXU JRRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV DQG RXU RWKHU ORQJ OLYHG
6WDWHV 3*$$3° WR GHWHUPLQH ZKHWKHU WKH\ DUH LPSDLUHG ,I| WKH\ DUH LPSDLUHG ZH Z
WR UHFRUG VLJQLILFDQW LPSDLUPHQW FKDUJHV LQ WKH IXWXUH DQG LI ZH GR VR RXU UHV

&KDQJHV LQ DFFRXQWLQJ VWDQGDUGY FRXOG DIIHFW RXU UHSRUWHG ILQDQFLDO UHVXOWYV

1HZ DFFRXQWLQJ VWDQGDUGY RU SURQRXQFHPHQWY WKDW PD\ EHFRPH DSSOLFDEOH WR RX
DQG SURQRXQFHPHQWY FRXOG KDYH D VLJQLILFDQW HIIHFW RQ RXU UHSRUWHG UHVXOWV F
JLQDQFLDO $FFRXQWLQJ 6WDQGDUGV %RDUG RARFRXHOWIW L6AI?6 &R E G V& RPGHEWD DR 5RVQ R QRS
UHGXFHG RXU LQFRPH WD[ H[SHQVH E\ ) RRWU DAGKGH. WVHICRID B Q GBI/ BRUFKRQ SOHDVH VHH 1R\
6WDWHPHQWY FRQWDLQHG LQ 3,WHP )LQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD"’

JRUHLJQ FXUUHQF\ H[FKDQJH UDWHY PD\ DGYHUVHO\ DIITHFW RXU FRQVROLGDWHG ILQDQFLD

6DOHV DQG SXUFKDVHV LQ FXUUHQFLHYVY RWKHU WKDQ WKH 8 6 GROODU H[SRVH XV WR IOXFV
DGYHUVHO\ DIIHFW RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ,QFUHDVHG VWUHQJWK F
FRXQWULHYV ZKLFK PD\ UHTXLUH XV WR ORZHU RXU SULFHV RU DGYHUVHO\ DIIHFW VDOHV WI
GROODU FRXOG DGYHUVHO\ DIIHFW WKH FRVW RI PDWHULDOV SURGXFWV DQG VHUYLFHV Zt
WUDQVODWHG LQWR 8 6 GROODUV IRU UHSRUWLQJ SXUSRVHV DQG WKH VWUHQJWKHQLQJ RL
IDFH H[FKDQJH UDWH ULVN IURP RXU LQYHVWPHQW LQ VXEVLGLDULHY RZQHG DQG RSHUDWH!«

&KDQJHV LQ RXU WD[ UDWHV RU H[SRVXUH WR DGGLWLRQDO LQFRPH WD[ OLDELOLWLHV RU
UHVXOW LQ DGGLWLRQDO WD[ SD\PHQWYV IRU SULRU SHULRGYV

:H DUH VXEMHFW WR LQFRPH WD[HV LQ WKH 8 6 DQG LQ YDULRXYVY QRQ 8 6 MXULVGLFWLRQV
DGGLWLRQ WKH DPRXQW RI LQFRPH WD[HV ZH SD\ LV VXEMHFW WR RQJRLQJ DXGLWV E\ WKH
SRWHQWLDO IRU FKDQJHV WR WD[ ODZV RU FKDQJHV WR WKH LQWHUSUHWDWLRQ WKHUHRI

RXU LQWHUFRPSDQ\ DUUDQJHPHQWY DQG RWKHU IDFWRUV RXU HVWLPDWHV RI LQFRPH WDJ (
SD\PHQWYV RU DVVHVVPHQWY JUHDWHU WKDQ RXU UHVHUYHV RXU IXWXUH UHVXOWYV PD\ LQ}
VWDWHPHQWY FRXOG EH DGYHUVHO\ DIIHFWHG ,I ZH GHWHUPLQH WR UHSDWULDWH HDUQLQ
H[LVWLQJ DFFRXQWLQJ VWDQGDUGY LW FRXOG DOVR LQFUHDVH RXU WD[ UDWH ,Q DGGLWLF
FKDQJHV LQ WKH WD[DWLRQ RI LOQOWHUQDWLRQDO LQFRPH FRXOG DGYHUVHO\ DIIHFW RXU FF
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2XU EXVLQHVV LV VXEMEKWHW R XWDDW B WHD/

7KH DSSOLFDWLRQ RI LQGLUHFW WD[HV VXFK DV VDOHV WD[ LV D FRPSOH[ DQG HYROYLQJ L
FXVWRPHUV LI WKDW FRPSDQ\ LV GHWHUPLQHG WR KDYH *QH[XV" LQ D SDUWLFXODU VWDWH
MXULVGLFWLRQYV WD[ FDVH ODZ 7KH DSSOLFDWLRQ DQG LPSOHPHQWDWLRQ RI H[LVWLQJ OQF
VDOHV WD[HV ,I DQ\ MXULVGLFWLRQ GHWHUPLQHY WKDW ZH KDYH 3QH[XV  LQ DGGLWLRQDO
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

‘H DUH VX BNCHIF SVR WD EYLDOULVAWR IRI OLWLJDWLRQ DQG RWKHU OHJDO DQG UHJXODWRU\ SURFH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

‘H DUH VXEMHFW WR WKH SRVVLELOLW\ RI D YDULHW\ RI OLWLJDWLRQ DQG RWKHU OHJDO D¢
RXW Rl WKH XVH Rl SURGXFWV RU VHUYLFHV DQG FODLPV UHODWLQJ WR LQWHOOHFWXDO SU
DQG WUDGLQJ SUDFWLFHY HQYLURQPHQWDO PDWWHUV SHUVRQDO LQMXU\ LQVXUDQFH FR)
HQIRUFHPHQW :H PD\ DOVR EHFRPH VXEMHFW WR ODZVXLWV DV D UHVXOW RI SDVW RU IXWX
LQGHPQLWLHY SURYLGHG LQ FRQQHFWLRQ ZLWK GLYHVWHG EXVLQHVVHV $Q\ Rl WKHVH OL
GDPDJHV DQG RU LQMXQFWLYH UHOLHI 7KH GHIHQVH Rl WKHVH ODZVXLWV PD\ GLYHUW RXU
DQG ZH PD\ EH UHTXLUHG WR SD\ GDPDJH DZDUGV RU VHWWOHPHQWY RU EHFRPH VXEMHFW
ILQDQFLDO VWDWHPHQWY ORUHRYHU DQ\ LQVXUDQFH RU LQGHPQLILFDWLRQ ULJKWV WKDW
DGGLWLRQ GHYHORSPHQWY LQ SURFHHGLQJV LQ DQ\ JLYHQ SHULRG PD\ UHTXLUH XV WR D¢
VWDWHPHQWY UHFRUG HVWLPDWHY IRU OLDELOLWLHY RU DVVHWY SUHYLRXVO\ QRW VXVFH
GHYHORSPHQWY FRXOG DGYHUVHO\ DIIHFW RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV 1
OLWLIJDWLRQ DQG RWKHU OHJDO UHJXODWRU\ SURFHHGLQJV ZLOO QRW H[FHHG RXU HVWLPD

‘H DUH XWLOL]LQJ YDULDEOH UDWH ILQDQFLQJ

$V RI 0D\ ZH KDG LQ RXWVWDQGLQJ LQGHEWHGQHVY ZKLFK EHDUV LQWHUHVW D
WR RU WKH EDQNYYVY FRPPHUFLDO EDQN IORDWLQJ UDWH 3&%)5" ZKLFK LV WKH EDQNT
FRXOG LQFUHDVH RXU LQWHUHVW FRVWYV LQ WKH IXWXUH DQG PD\ KDYH DQ DGYHUVH HIIHF

2XU LQGHEWHGQHVY PD\ OLPLW RXU RSHUDWLRQV DQG RXU XVH RI RXU FDVK IORZ DQG DQ\
DGYHUVHO\ DITHFW RXU OLTXLGLW\ DQG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$V RI 0D\ ZH KDG LQ RXWVWDQGLQJ LQGHEWHGQHVY DQG EDVHG RQ WKH UHPI
DGGLWLRQDO RI LQGHEWHGQHVY 2XU GHEW OHYHO DQG UHODWHG GHEW VHUYLFH F
VLIJQLILFDQW FDVK IORZ IURP RSHUDWLRQV WR WKH SD\PHQW RI SULQFLSDO DQG LQWHUHVYV
VXFK DV DFTXLVLWLRQV DQG FDSLWDO LQYHVWPHQW UHGXFLQJ RXU IOH[LELOLW\ LQ SOC
XV WR LQWHUHVW UDWH ULVN VLQFH RXU GHEW REOLJDWLRQV DUH DW YDULDEOH UDWHV :H

, ] JOREDO FUHGLW PDUNHW FRQGLWLRQV GHWHULRUDWH RXU ILQDQFLDO SHUIRUPDQFH FR
7KH FRVW DQG DYDLODELOLW\ RI FUHGLW DUH VXEMHFW WR FKDQJHV LQ WKH JOREDO HFRQR
GHEW ILQDQFLQJ RU WKH WHUPV DVVRFLDWHG ZLWK WKDW GHEW ILQDQFLQJ PD\ EH QHJDWL

3$%(




, /1 ZH VXIIHU ORVV WR RXU IDFLOLWLHV VXSSO\ FKDLQV GLVWULEXWLRQ VI\VWHPV RU LQIRU
VHULRXVO\ KDUPHG

2XU IDFLOLWLHV VXSSO\ FKDLQV GLVWULEXWLRQ V\VWHPV DQG LQIRUPDWLRQ WHFKQRORJ
KHDOWK FULVLV ZDU WHUURULVP RU RWKHU QDWXUDO RU PDQ PDGH GLVDVWHUV I DQ\ RI
GLVUXSW RXU RSHUDWLRQV GHOD\ SURGXFWLRQ DQG VKLSPHQWY UHVXOW LQ GHIHFWLYH
H[SRVXUH DQG ODUJH UHSDLU RU UHSODFHPHQW H[SHQVHV 7KH WKLUG SDUW\ LQVXUDQFH F
RQ FRVW DYDLODELOLW\ DQG RXU GHFLVLRQV UHJDUGLQJ ULVN UHWHQWLRQ DQG PD\ EH X

$ VLIQLILFDQW GLVUXSWLRQ LQ RU EUHDFK LQ VHFXULW\ RI RXU LQIRUPDWLRQ WHFKQROR.

‘H UHO\ RQ LQIRUPDWLRQ WHFKQRORJ\ VIVWHPV VRPH RI ZKLFK DUH PDQDJHG E\ WKLUG SDI
VXFK DV FRQILGHQWLDO EXVLQHVYV LQIRUPDWLRQ DQG SHUVRQDOO\ LGHQWLILDEOH GDWD L
YDULHW\ RI FULWLFDO EXVLQHVYVY SURFHVVHVY DQG DFWLYLWLHYV 7KHVH V\VWHPV PD\ EH GD
HPSOR\HH HUURU RU PDOIHDVDQFH SRZHU RXWDJHV KDUGZDUH IDLOXUHV WHOHFRPPXQLFI
FLUFXPVWDQFHV RXU VI\VWHP UHGXQGDQF\ DQG RWKHU GLVDVWHU UHFRYHU\ SODQQLQJ PD"
VI\VWHPV RI RXU FXVWRPHUV VXSSOLHUV RU RWKHU EXVLQHVYV SDUWQHUV FRXOG UHVXOW
RU SHUVRQDO GDWD EHORQJLQJ WR XV RU WR RXU HPSOR\HHVY SDUWQHUV FXVWRPHUV RU
KDYH EHHQ VXEMHFW WR FRPSXWHU YLUXVHY PDOLFLRXV FRGHV XQDXWKRUL]JHG DFFHVV C
VXFK DWWDFNV EHFRPH PRUH VRSKLVWLFDWHG DQG IUHTXHQW $Q\ RI WKH DWWDFNV EUHI
GHOD\ SURGXFWLRQ DQG VKLSPHQWY UHVXOW LQ WKHIW RI RXU DQG RXU FXVWRPHUVY LQV
DQG RXU UHSXWDWLRQ RU UHVXOW LQ GHIHFWLYH SURGXFWYV RU VHUYLFHV OHJDO FODLPV
DQG UHPHGLDWLRQ HDFK RI ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVY DQG FRQVROL

'H PD\ IDFH FRQWLQXLQJ FKDOOHQJHV LQ FRPSO\LQJ ZLWK FHUWDLQ VHFWLRQV RI WKH 6DU
/LNH PDQ\ SXEOLF FRPSDQLHYV ZH IDFH FKDOOHQJHV LQ FRPSO\LQJ ZLWK WKH LQWHUQDO FRC(
IUDPHZRUNV FRPSOLDQFH LQ DUHDV VXFK DV VHSDUDWLRQ RI GXWLHV LQIRUPDWLRQ V\VWH
UHVRXUFHV :H PD\ DOVR EH IRUFHG WR LQFXU RQ JRLQJ H[SHQVH LQ RUGHU WR FRPSO\ ZLW
H[SHQVHV PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU UHVXOWV Rl RSHUDWLRQV

,7(0 % 815(62/9(' 67%)) &200(176

1RQH

,7(0  3523(57,(6

6HW IRUWK EHORZ LV D OLVWLQJ RI RXU IDFLOLWLHYVY 7KH /IDNHZRRG %XWOHU %R]JHPDQ 7UD®
GHYHORSPHQW PDUNHWLQJ DQG DGPLQLVWUDWLYH IXQFWLRQV 7KH %HUOLQ DQG &KDVVLHX

/IREFDWLRQ 2SHUDWLRQV 6TXDUH )HHW
IDNHZRRG &RORUDG®RVWUXPHQWY &RQWLQXRXV ORQLWRULQJ DQG FRUSRUDWH KHDEGHTXD U
/IDNHZRRG &RORUD®RUSRUDWH DGPLQLVWUDWLRQ /HDVHG
%XWOHU 1HZ -HUVH\QVWUXPHQWYV /HDVHG
%R]JHPDQ ORQWDQD%LRORJLFDO ,QGLFDWRUV 2ZQHG
2PDKD 1HEUDVND %LRORJLFDO ,QGLFDWRUYV 2ZQHG
%HUOLQ 1HZ -HUVH&RQWLQXRXV ORQLWRULQJ /HDVHG
7UDYHUVH &LW\ OLPKIRORJLFDO ,QGLFDWRUYV /HDVHG
&KDVVLHX )UDQFH %LRORJLFDO ,QGLFDWRUYV /HDVHG
ODUNKDP &DQDGD &ROG &KDLQ DQG %LRORJLFDO ,QGLFDWRUV /HDVHG
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1RW DSSOLFDEOH
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2XU FRPPRQ VWRFN LV WUDGHG RQ WKH 1DVGDT *OREDO ODUNHW 31$6'$4° XQGHU WKH V\PEF
7KH IROORZLQJ WDEOH VHWV IRUWK WKH KLJK DQG ORZ PDUNHW SULFHV SHU VKDUH IRU RXU
4XDUWHU (QGHG +LJIK IRZ 'LYLGHQGV 3HU 6KDUH
“XQH
6HSWHPEHU

'"HFHPEHU
0DUFK

4XDUWHU (QGHG +LJK RZ "LYLGHQGV 3HU 6KDUH
-XQH

6HSWHPEHU

'"HFHPEHU

0DUFK

:KLOH ZH KDYH SDLG GLYLGHQGVY WR KROGHUV RI RXU FRPPRQ VWRFN RQ D TXDUWHUO\ EDVI
IDFWRUV LQFOXGLQJ EXW QRW OLPLWHG WR RXU HDUQLQJV ILQDQFLDO FRQGLWLRQ EXV
%RDUG RI 'LUHFWRUV

7KH 1$6'$4 *OREDO ODUNHW TXRWDWLRQV VHW IRUWK KHUHLQ UHIOHFW LQWHU GHDOHU SULF
WUDQVDFWLRQV

$V RI ODUFK WKHUH ZHUH UHFRUG KROGHUV RI RXU FRPPRQ VWRFN 7KLV DPRXQW C
VWRFN ZKRVH KROGHU RI UHFRUG DUH EDQNV EURNHUV DQG RWKHU ILQDQFLDO LQVWLWXW

'XULQJ WKH \HDU HQGHG ODUFK ZH GLG QRW VHOO DQ\ HTXLW\ VHFXULWLHYV WKDW ZH!I
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‘H PDGH WKH IROORZLQJ UHSXUFKDVHYV RI RXU FRPPRQ VWRFN E\ PRQWK ZLWKLQ WKH IRXU

7TRWDO 6KDUHWBWHPDLQLQJ
3XUFKDVHG D6/K D WS Q¥R
6KDUHYV $YHUDJH 3ULF3IDUW RI 3XEORXOFKDVH 8QGHU

3XUFKDVHG 3DLG $QQRXQFHG 30DQ30DQ
-DQXDU\ =
YJHEUXDU\ %
ODUFK %
7RWDO
2Q 1RYHPEHU RXU %RDUG RI 'LUHFWRUV DGRSWHG D VKDUH UHSXUFKDVH SODQ ZKLFK C

FRQWLQXH XQWLO WKH PD[LPXP LV UHDFKHG RU WKH SODQ LV WHUPLQDWHG E\ IXUWKHU DFW

‘H KDYH FHUWDLQ HTXLW\ FRPSHQVDWLRQ SODQV DOO RI ZKLFK ZHUH DSSURYHG E\ RXU VKD
XSRQ H[HUFLVH RI RXWVWDQGLQJ RSWLRQV ZLWK D ZHLJKWHG DYHUDJH H[HUFLVH SULFH RI
QRWHV FRQWDLQHG LQ 3,WHP JLODQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD” RI WK

6HW IRUWK EHORZ LV D OLQH JUDSK FRPSDULQJ IRU WKH SHULRG ODUFK WKURXJK ODU
WKH FXPXODWLYH WRWDO UHWXUQ RI D WKH 6 3 &RPSRVLWH 6WRFN ,QGH[ D@® DKHD %ROB V!
%LRSKDUPD ,QF 6WHULV &RUS 02&21 ,QF 8WDK OHGLFDO 3URGXFWV ,QF &DQWHO OHGLF
5XGROSK 7THFKQRORJLHV ,QF DQG OHDVXUHPHQW 6SHFLDOWLHYV ,QF 7KH JUDSK VKRZV WKH
DQG UHLQYHVWPHQW RI FDVK GLYLGHQGYV

3%*(
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7KH

6(/(&7("),1$1&,%/ '$7$

IROORZLQJ VHOHFWHG ILQDQFLDO GDWD VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK 3, WH

2SHUDWLRQV' DQG ILQDQFLDO VWDWHPHQWY DQG QRWHY WKHUHWR FRQWDLQHG LQ 3, WHP

,Q WKRXVDQGV H[FHSW SHU VKDUH GDWD $V Rl DQ®&HRHDU (QGHG ODUFK

&DVK DQG FDVK HTXLYDOHQWYV
RUNLQJ FDSLWDO

$YHUDJH UHWXUQ RQ
6WRFNKROGHU LQYHVWPHQW
$VVHWYV

,QYHVWHG FDSLWDO

S5HYHQXHV

*URVV SURILW
*URVV SURILW PDUJLQ

2SHUDWLQJ LQFRPH
2SHUDWLQJ LQFRPH PDUJLQ
1HW LQFRPH

1HW LQFRPH PDUJLQ

I1HW LQFRPH SHU GLOXWHG VKDUH

$GMXVWHG QHW LQFRPH

$GMXVWHG QHW LQFRPH SHU GLOXWHG VKDUH

$YHUDJH UHWXUQ RQ
$GMXVWHG LQYHVWHG FDSLWDO

$YHUDJH UHWXUQ RQ VWRFNKROGHU LQYHVWPHQW LV FDOBXGDEBHIE EQ LGLY RELBD U
HTXLW)\

$YHUDJH UHWXUQ RQ LQYHVWHG FDSLWDO LQYHVWHG ADIXUWDOHQWRW DO BN YHWA
LQFRPH E\ WKH DYHUDJH Rl HQU HD\QBHEHEDSQW@QD R \HDU

$GMXVWHG QHW LQFRPH LV GHILQHG WR H[FOXGH WKH QRQ FDVK LPSDFW RI DPRL
DYHUDJH FRUSRUDWH UDWH IRU WKDW \HDU PXOWLSOLHG E\ WKH DPRUWL]DWLRQ
$GMXVWHG LQYHVWHG FDSLWDO LV D QRQ *$$3 PHDVXUH ZKLFK VXEVWLWXWHV I
FDOFXODWLRQ

5HFRQFLOLDWLRQ RI 1RQ *$$3 OHDVXUH

$GMXVWHG QHW LQFRPH ZKLFK H[FOXGHV WKH QRQ FDVK LPSDFW RI DPRUWL]DWLRQ RI LQW
OLTXLGLW\ PHDVXUH SULPDULO\ WR H[FOXGH WKH LPSDFW RI DFTXLVLWLRQ UHODWHG LQWD((
DVVHVV WKH DELOLW\ RI RXU bVVHWY WR JHQHUDWH FDVK DQG WKH HYDOXDWLRQ RI SRWEF

$GMXVWHG QHW LQFRPH VKRXOG QRW EH FRQVLGHUHG DQ DOWHUQDWLYH WR RU PRUH PHD(
RWKHU PHDVXUH RI ILQDQFLDO SHUIRUPDQFH SUHVHQWHG LQ DFFRUGDQFH ZLWK *$%$3 DV PHL
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7KH IROORZLQJ WDEOH VHWYV IRUWK RXU UHFRQFLOLDWLRQ RI DGMXVWHG QHW LQFRPH D QR

,Q WKRXVDQGYV <HDU (QGHG ODUFK

1HW LQFRPH
$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWY QHW RI WD]
$GMXVWHG QHW LQFRPH
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‘H SXUVXH D VWUDWHIJ\ RI IRFXVLQJ SULPDULO\ RQ TXDOLW\ FRQWURO SURGXFWYVY DQG VHUY
SUHIHU PDUNHWYV WKDW KDYH OLPLWHG FRPSHWLWLRQ ZKHUH ZH FDQ HVWDEOLVK D FRPPDQ
DFURVYV HLJKW SK\VLFDO ORFDWLRQV 2XU ,QVWUXPHQWY '"LYLVLRQ GHVLJQV PDQXIDFWXUt¢t
FRQOQHFWLRQ ZLWK WKH KHDOWKFDUH SKDUPDFHXWLFDO IRRG DQG EHYHUDJH PHGLFDO GF
%LRORJLFDO ,QGLFDWRUYV '"LYLVLRQ SURYLGHV WHVWLQJ VHUYLFHV DORQJ ZLWK WKH PDQXI
XVHG WR DVVHVV WKH HIIHFWLYHQHVYVY RI VWHULOL]DWLRQ SURFHVVHV LQFOXGLQJ VWHDP

DQG SKDUPDFHXWLFDO LQGXVWULHV 2XU &RQWLQXRXV ORQLWRULQJ 'LYLVLRQ GHVLJQV GF
SDUDPHWHUV VXFK DV WHPSHUDWXUH KXPLGLW\ DQG GLIITHUHQWLDO SUHVVXUH WR HQVXUF
DQG PHGLFDO GHYLFH PDQXIDFWXUHUV EORRG EDQNV SKDUPDFLHV DQG D QXPEHU RI RWKH
SDUDPHWHU SULPDULO\ WHPSHUDWXUH PRQLWRULQJ RI SURGXFWV LQ D FROG FKDLQ FRQV
PDSSLQJ RI WUDQVSRUW DQG VWRUDJH FRQWDLQHUV DQG WKHUPDO SDFNDJLQJ SURGXFW\
WHPSHUDWXUH GXULQJ WUDQVSRUW

2XU UHYHQXHV FRPH IURP WZR PDLQ VRXUFHV + SURGXFW VDOHV DQG VHUYLFHV 3URGXFW
GRPHVWLF DQG LQWHUQDWLRQDO FXVWRPHU FDSLWDO VSHQGLQJ WUHQGYV FRPSHWLWLRQ
SDFNDJLQJ SURGXFWV RI RXU &ROG &KDLQ 'LYLVLRQ DUH GLVSRVDEOH DQG DUH XVHG RQ D
,QVWUXPHQW SURGXFWYV FRQWLQXRXV PRQLWRULQJ VIVWHPV DQG FROG FKDLQ PRQLWRUL
GLVFUHWLRQDU\ VR VDOHV DUH PRUH VHQVLWLYH WR JHQHUDO HFRQRPLF FRQGLWLRQV 6H
ZKLFK UHTXLUH SHULRGLF UHSDLU DQG UHFDOLEUDWLRQ RU FHUWLILFDWLRQ RI RXU LQVWU
DQQXDOO\ 2XU SROLF\ LV WR SULFH RXU SURGXFWV FRPSHWLWLYHO\ DQG ZKHUH SRVVLEO}

*URVV SURILW LV DIIHFWHG E\ RXU SURGXFW PL[ PDQXIDFWXULQJ HIILFLHQFLHY DQG SULFH
Rl PDQXIDFWXULQJ HIILFLHQFLHY RXU JURVYV PDUJLQV IRU VRPH RI WKH SURGXFWYVY KDYH LP
OLQHV DQG XOWLPDWHO\ WKH PL[ RI VDOHYV ZLOO FRQWLQXH WR LPSDFW RXU RYHUDOO JURV'
6HOOLQJ H[SHQVH LV GULYHQ SULPDULO\ E\ ODERU FRVWV LQFOXGLQJ VDODULHV DQG FRPPL
LQWDQJLEOH DVVHWYV GULYH WKH VXEVWDQWLDO PDMRULW\ RI JHQHUDO DQG DGPLQLVWUDVW
DQG WKLUG SDUW\ FRQVXOWDQWYV

6XEVHTXHQW WR RXU \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ WZR DFTXLV

,Q $SULO ZH FRPSOHWHG WKH $76 $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWDQWLDOO
FHUWDLQ OLDELOLWLHV RI $76 $76 ZDV LQ WKH EXVLQHVV RI VXSSO\LQJ SURGXFWV DQG VHL

,Q $SULO ZH FRPSOHWHG WKH 3XOVH $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWDQWLD
RlI 3XOVHIV EXVLQHVV VHIJIPHQW DVVRFLDWHG ZLWK WKH GLVWULEXWLRQ RI RXU ELRORJLFL

<HDU (Q®HE K $ETXLVLWLRQV

'XULQJ WKH \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ WHQ DFTXLVLWLRQV !
,Q -DQXDU\ ZH FRPSOHWHG WKH -DQXDU\ (XURSHDQ %, 'LVWULEXWRU $FTXLVLWLRQV

DFFRXQWY UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI WKH EXVLQHVV VHIPHQW DVVRFLD'
*PE+ RI $XVWULD DQG ELR75%$',1* %HQHOX[ % 9 RI WKH 1IHWKHUODQGYV
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,Q 2FWREHU ZH FRPSOHWHG WKH 2FWREHU (XURSHDQ %, 'LVWULEXWRU $FTXLVLWLRQ
DFFRXQWV UHFHLYDEOH DQG FHUWDLQ OLDELOLWLHV RI WKH EXVLQHVV VHIJPHQW DVVRFLDW
9:5 ,QWHUQDWLRQDO 3%, 6 5/ ,WDO\ &UXLQQ 'LDJQRVWLFV /WG ,UHODQG OHFRODE $* 6ZLV

,Q $XJIXVW ZH FRPSOHWHG WKH 1RUWK %D\ $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWEL
WKH GHQWDO VWHULOL]JHU WHVWLQJ EXVLQHVV RI 1RUWK %D\ DQG

,Q -X0O\ ZH FRPSOHWHG WKH ,QILWUDN $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG DOO RI WKH
SDFNDJLQJ DQG PHDVXULQJ VROXWLRQV IRU FROG FKDLQ DSSOLFDWLRQV

<HDU (QGHG O0DUFK $FTXLVLWLRQV

'XULQJ WKH \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ VL[ DFTXLVLWLRQV WI

,Q ODUFK ZH FRPSOHWHG WKH )UK $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWDQWLDO((
RI )UeKfV EXVLQHVYV VHIPHQW DVVRFLDWHG ZLWK WKH GLVWULEXWLRQ RI RXU ELRORJLFDO

,Q JHEUXDU\ ZH FRPSOHWHG WKH &KHUZHOO $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVV
OLDELOLWLHV RI &KHUZHOOTfV EXVLQHVV VHIPHQW DVVRFLDWHG ZLWK WKH GLVWULEXWLRQ

,Q 2FWREHU ZH FRPSOHWHG WKH $7, $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWDQWLD(
RI $7, D GLVWULEXWRU RI RXU ELRORJLFDO LQGLFDWRU SURGXFWV

,Q 2FWREHU ZH FRPSOHWHG WKH 3&"' $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWDQWLD
OLDELOLWLHYV RI 3&'fV EXVLQHVV VHIPHQW DVVRFLDWHG ZLWK WKH VDOH RI 3&'TV ZKLFK DUt
GHYLFHV

,Q $SULO ZH FRPSOHWHG WKH %*, $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWDQWLDOO\
%*, 1V EXVLQHVV ZKLFK LV IRFXVHG RQ WKH VDOH RI HTXLSPHQW XVHG SULPDULO\ IRU SDUWL

,Q $SULO ZH FRPSOHWHG WKH $PLODER $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG DOO RI WKH

<HDU (QGHG O0DUFK $FTXLVLWLRQV

'XULQJ WKH \HDU HQGHG ODUFK ZH FRPSOHWHG WKH IROORZLQJ WKUHH DFTXLVLWLRQ)\

,Q 1IRYHPEHU ZH FRPSOHWHG WKH 7HPS6\V $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG DOO RI V
FROWLQXRXV PRQLWRULQJ VA\VWHPV WR UHJXODWHG LQGXVWULHV

,Q 1IRYHPEHU ZH FRPSOHWHG WKH $PHJD $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWDQV
FRPSDQ\ LQ WKH EXVLQHVV RI SURYLGLQJ FRQWLQXRXV PRQLWRULQJ VHUYLFHVY WR UHJXO|

,Q -XO\ ZH FRPSOHWHG WKH 6XUHWRUTXH $FTXLVLWLRQ ZKHUHE\ ZH DFTXLUHG VXEVWD
LOQYROYLQJ WKH GHVLJQ PDQXIDFWXUH VDOH DQG VHUYLFH RI LWV 6XUH7RUTXH OLQH RI E
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