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(QYLURQPHQWDO 6RFLDO DQG *

$ 6XVWDLQDELOLW\ $FFRXQWLQJ 6WDQGDUG"
/DVN )RUFH RQ &&OLPDWH UHODWHG )LQDQFLDO

SRVWHG -XO\
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*ORVVDU\ _
,PSRUWDQW ,QIRUPDWLRQ DERXW 3ROLFLHV 3URFHGXUHV 3UD
$ OHVVDJH IURP 2XU &(2
3DUW ° 6XVWDLQDELOLW\ 5HSRUW
,QWURGXFWLRQ
2YHUYLHZ Rl %XVLQHVYV
&RGH Rl %XVLQHVV &RQGXFW DQG (WKLFV
ODQDJHPHQW 6\WWHP
7KLUG 3DUW\ &HUWLILFDWLRQV
*UHHQKRXVH *DV (PLVVLRQV
*URVV *OREDO 6FRSH DQG (PLVVLRQV 3HUFHQWDJHOI
(PLVVLRQV /LPLWLQJ 5HIJXODWLRQV
BWUDWHJ\ WR 0DQDJH *URVV *OREDO 6FRSH DQG_ (PLV
*+* (PLVVLRQ 5HGXFWLRQ (IIRUWV
OHWKDQH (PLVVLRQ 5HGXFWLRQ &RPPLWPHQW
2WKHU *+* (PLVVLRQV 5HGXFWLRQ (IIRUWV__
5HVHDUFK DQG 'HYHORSPHQW
,QGXVWU\ DQG $JHQF\ 3DUWLFLSDWLRQ
(QHUJ\ ODQDJHPHQW
6FRSH (PLVVLRQV
*+* BEHGXFWLRQV DQG 7DUJHWYV
*+* GHGXFWLRQV
*+* TDUJHWYV
$LU 4XDOLW\
$LU (PLVVLRQV
$Lu(PLVVLRQV|RU\NKH)ROQRaxqm@@mﬂEMMDQWN 12
30
':DWHU ODQDJHPHQW
':DWHU 8VDJH .
(FRORJLFDO ,PSDFWYV
(QYLURQPHQWDO 0DQDJHPHQW 3ROLFLHY DQG 3UDFWLFH
3HUFHQWDJH RI /DQG 2ZQHG /HDVHG DQG RU 2SHUDWHC
&RQVHUYDWLRQ 6WDWXV RU (QGDQJHUHG 6SHFLHV+DELW
+\GURFDUERQ 6SLOOV
ODULQH 7UDQVSRUWDWLRQ 6SLOOV DQG 5HOHDVHY WR W
(QYLURQPHQWDO )LQHV DQG 3HQDOWLHYV
(PSOR\HH DQG &RQWUDFWRU +HDOWK DQG 6DIHW\
'LVEXVVLRQ RI 6DIHW\ 0DQDJHPHQW 6\WWHPV WR ,QWHJU
(PHUJHQF\ 3UHSDUHGQHVYV
(PSOR\HH DQG &RQWUDFWRU 6DIHW\ 6WDWLVWLFV DQG $
(PHUJHQF\ 5HVSRQVH 7UDLQLQJ




ODULQH 7UDQVSRUWDWLRQ /RVW 7LPH ,QFLGHQW 5DWH
6XSSO\ &KDLQ ODQDJHPHQW
‘DVWH ODQDJHPHQW
&RPSHWLWLYH %HKDYLRU -
SUHYHQWLRQ Rl &RUUXSWLRQ DQG %ULEHU\ WKURXJKRXW
2SHUDWLRQDO 6DIHW\

$VVHW ,QWHJULW\ ODQDJHPHQW

'DPDJH 3UHYHQWLRQ

%XVLQHVV &RQWLQXLW\ 30DQQLQJ DQG (PHUJHQF\ 3UHS

5SHSRUWDEOH 3LSHOLQH ,QFLGHQWYV

1DWXUDO *DV DQG +D]DUGRXV /LTXLG 3LSHOLQHV ,QVSH
ODQDJHPHQW RI &KDQJHV WR WKH /HIJDO DQG 5HJXODWRU\

3ROLWLFDO &RQWULEXWLRQV DQG /REE\LQJ ([SHQVHYV

7D[ TUDQVSDUHQF\
'DWD 6HFXULW\
(PSOR\HH 5HODWLRQV

(PSOR\HHV

'LYHUVLW\ DQG ,QFOXVLRQ

+XPDQ &DSLWDO 'HYHORSPHQW 3URJUDPV
&RPPXQLW\ 5HODWLRQV

3URFHVVHV WR 0DQDJH 5LVNV DQG ZSSRUWXQLWLHV $V\

,QWHUHVWYV

BWDNHKROGHU (QJDJHPHQW DQG &RQVXOWDWLRQ OH
3XEOLF $ZDUHQHVV 3URJUDP
(QHUJ\ DQG (QYLURQPHQWDO -XVWLFH

BRFLDO ,QYHVWPHQW 3URJUDPYV
+XPDQ 5LJKWV DQG 5LIJKWV Rl ,QGLJHQRXV 3HRSOHV

+XPDQ 5LIKWYV

5LJKWV Rl ,QGLJHQRXV 3HRSOHYV

3DUW ° 7&)' 5HSRUW
*RYHUQDQFH

%RDUG 2YHUVLJIJKW

ODQDJHPHQWRMV 5ROH
6WUDWHJ\ _

3RWHQWLDO &OLPDWH 5HODWHG 5LVNV 2SSRUWXQLWLH)

JLODQFLDO 30DQQLQJ &RQVLGHUDWLRQV

S5HVLOLHQFH RI 2XU 6WUDWHJ\

7UDQVLWLRQ 5LVN $QDO\VLV

3K\WLFDO 5LVN $QDO\VLV 5HVXOWV
5LVN DQG 2SSRUWXQLW\ ODQDJHPHQW
OHWULFV DQG 7DUJHWYV

&OLPDWH 5HODWHG OHWULFV

6FRSH 6FRSH DQG 6FRSH (PLVVLRQV

&OLPDWH 5HODWHG 7DUJHWV




$SSHQGL[ $ ° (6* 'LVFORVXUH 7RSLFV $FFRXQWLQJ OHWULF
$SSHQGL[ $ ° *+* $SFFRXQWLQJ OHWULFV
$SSHQGL[ $ ° ((2 5HSRUW BXEPLVVLRQ
$SSHQGL[ % ° $FWLYLW\ OHWULFYV

$SSHQGL[ & ° (6* &RQWHQW ,QGH]

$SSHQGL[ ' ° 7TKLUG 3DUW\ $VVXUDQFH 6WDWHPHQW
$SSHQGL[ ( ° 6XPPDU\ Rl 6FHQDULRY DQG WKHLU 8QGHUO\LQ]J
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&RPSDQ\ $SEEUHYLDWLRQV

.0, .LQGHU ORUJDQ ,QF BY8B RSHUDWHG 3
VXEVLGLDULHVY DQG LWV RSHUDWHG LQYHVWHHYV
.0$37° .LQGHU ORUJDQ $VVHVYPHQW 3 URMRHR/VYHH *DV 3LSHOLQH
8QOHVV WKH FRQWH[W RWKHUZLVH UHTXLUHV UHIHUHQFHV WR 2.0, ® 2.LQGH
LOWHQGHG WR PHDQ .LQGHU ORUJDQ ,QF DQG LWV RSHUDWHG VXEVLGLDU
GROODUYV :KHUH DSSOLFDEOH YDOXHV KDYH EHHQ URXQGHG WR WKH QHDL
ERXQGDU\ IRU WKH GDWD LQ WKLV UHSRUW LV IRU WKH DVVHWV ZKHUH ZH K
WKH -RQHV $FW TXDOLILHG SURGXFW WDQNHUV RSHUDWHG E\ ,QWUHSLG 6KL
&RPPRQ ,QGXVWU\ DQG 2WKHU 7HUPV
fé& GHJUHHV &HOVLXV &&6 FDUERQ FDSWXUH VHTXHVW!
G SHU GD\ &&86 FDUERQ FDSWXUH XWLOL]D!
\U SHU \HDU &'3 &'3 IRUPHUO\ &DUERQ 'LVFC
3URMHFW
$&& $PHULFDQ &KHPLVWU\ &RXQFLO &KLHI ([HFXWLYH 2IILFHU
$*$ $PHULFDQ *DV $VVRFLBWLRQ &DQDGLDQ (QHUJ\ 5HIXODW]
$3, $PHULFDQ 3HWUROHXP&)QVWLWXWHHI )LQDQFLDO 2IILFHU
$36 $QQRXQFHG 30HGJHV @&BQDULR&RGH Rl )HGHUDO 5HJXODWL
$5 ,3&& )LIWK $VVHVVPHQ&* 5HSRUWHWKDQH
$53% ( 86 $GYDQFHG 5HVHDWFX 3URMHPBWERQ GLR[LGH
$JHQF\ (QHUJ\
$6($ 1IDWLRQDO $JHQF\ IRU&DHHW\ (PBIWHRQ GLR[LGH HTXLYDOH
DQG (QYLURQPHQW RI OH[LFR
% %EO ELOOLRQ EDUUHOV &22 &KLHI 2SHUDWLQJ 2IILFHU
EEO RU EEDVYWUHO RU EDUUHOV &29," &RURQDYLUXV 'LVHDVH
ZLGHVSUHDG FRQWDJLRXV G
UHODWHG SDQGHPLF GHFOD
UHVXOWLQJ ZRUOGZLGH HFF
GRZQWXUQ
%FI ELOOLRQ FXELF IHHW '2( 86 'HSDUWPHQW RI (QHUJ\
% /6 86 %XUHDX Rl /DERU BAWDWLVW&BY 'HSDUWPHQW RI 7UDQV S
%RDUG %RDUG RI 'LUHFWRUV '5$ GUDJ UHGXFLQJ DJHQW
% 2 ( EDUUHO RI RLO HTXLYD®HQW HDUQLQJV EHIRUH GHSUHFL
DQG DPRUWL]DWLRQ H[SHQV
DPRUWL]DWLRQ RI H[FHVV F
LQYHVWPHQWYV
&$2 &KLHI $GPLQLVWUDWLY%,ZIBLFHWDUQLQJY EHIRUH LQWHUHYV
GHSUHFLDWLRQ GHSOHWLR
DPRUWL]DWLRQ H[SHQVHV L
DPRUWL]DWLRQ RI H[FHVV F
LQYHVWPHQWYV
&&$7) &OLPDWH &KDQJH $GDS$WERQ 7DVOHFRUFRIQLF 'DWD *DWKHUL:
DQG 5HWULHYDO
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&RPPRQ ,QGXVWU\ DQG 2WKHU 7HUPV FRQWLQXHG
(PSOR\PHQW ,QIRUPDWNRQ 5HSRNUMDRJUDP
HQYLURQPHQWDO KHD/OSBK DQGMDNB@MWHFWLRQ DQG UHS

86 (QHUJ\ ,QIRUPDWLRQ OLJKW HPLWWLQJ GLRGH

$GPLQLVWUDWLRQ

H[DMRXOH 1(( JHDGHUVKLS LQ (QHUJ\ DQG
(QYLURQPHQWDO 'HVLJQ

HQKDQFHG RLO UHFRYHB$ JLTXLG (QHUJ\ 3LSHOLQHV $

86 (QYLURQPHQWDO JURWHFWLULRRWIHPFODQDIHPHQW 6\VYV
HQYLURQPHQWDO VRFLDO D Q GOIRNKHHUQHD® DHDWXUDO JDV
HOHFWULF YHKLFOH /7,5 ORVW WLPH LQFLGHQW UDW
FXELF IHHW 00%EO PLOOLRQ EDUUHOV

86 )HGHUDO (QHUJ\ 580%ODWRPLOOLRQ %ULWLVK WKHUPD!
&RPPLVVLRQ

JHQHUDOO\ DFFHSWHGODFFRXQWLMIOLRQ FXELF IHHW
SULQFLSOHYV

JURVYVY GRPHVWLF SURG®GXKW PHIDZDWW KRXUV
JUHHQKRXVH JDV 12 QLWURXYV R[LGH

*UHHQKRXVH *DV 5HSRUWLQJ SURBUDPWLRQDO (QHUJ\ 7THFK
/IDERUDWRU\

JHRJUDSKLFDO LQIRUPD'WLRQ V\WWHPDWXUDO *DV $FW
*OREDO 5HSRUWLQJ ,QLVM2VDWLYBRQ JRYHUQPHQW RUJDQL]D

JLIDZDWW KRXUYV 12 QLWURJIJHQ R[LGHV
JOREDO ZDUPLQJ SRWHEWLDO 1HW =HUR (PLVVLRQV E\
K\GURIOXRURFDUERQ 2*, RSWLFDO JDV LPDJLQJ

+RXVWRQ OLQRULW\ 6 X0%50LHU 2SHUDWLRQV ODQDJHPHQW ¢
'"HYHORSPHQW &RXQFLO

+XPDQ 5HVRXUFHYV 21 ( 2XU 1DWLRQuV (QHUJ\

,QGXVWULDO $GYLVRURGBHRDUG 8 6 2FFXSDWLRQDO 6DIHW\
$GPLQLVWUDWLRQ

86 ,QWHUVWDWH &RPBHMRH $F® 6 3LSHOLQH DQG +D]DUGR
6DIHW\ $GPLQLVWUDWLRQ

, QWHUQDWLRQDO (QHU30 $JHQF\SDUWLFXODWH PDWWHU P
OHVV LQ GLDPHWHU

LQ OLQH LQVSHFWLRQ 333 SXUFKDVLQJ SRZHU SDULW\

,QWHUQDWLRQDO /DER35&UJDQL3DWHARQH 5HVHDUFK &RXQF
JQWHUQDWLRQDO ,QF

LQWHJULW\ PDQDJHPHQAW2 SURJUDIPLG WLPH RII

, QWHUVWDWH 1DWXUD®B®9*DV $VVRKRWWRYRQVRDLF
PHULFD

$
8QLWHG 1DWLRQV ,QWBUSRYHUQBRHOWDODDMDNHUKRXVH&RRSHUYV
3DQHO RQ &OLPDWH &KDQJH

,QIODWLRQ 5HGXFWLR@O0%PW RI TXDQWLILFDWLRQ PRQLWRU
DQG YHULILFDWLRQ

 QWHUQDWLRQDO 2UJDSR3IDWLRGHBUHVHQWDWLYH &RQFHQV
BWDQGDUGL]DWLRQ

LQIRUPDWLRQ WHFKQRKIRJ\ UHQHZDEOH QDWXUDO JDV
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&RPPRQ ,QGXVWU\ DQG 2WKHU 7HUPV FRQWLQXHG

UHFRPPHQGHG SUDFWL/RH' 7DVN )RUFH RQ &OLPDWH UH
JLQDQFLDO 'LVFORVXUHV

UHSRUWLQJ UHJXODWHG ,BQO\ JWWKWHDWLQOQHFRUGDEOH LQFLG

6XVWDLQDELOLW\ $FFRXQWLQJ BWDWBO BAWDWHY RI $PHULFI
%RDUG

VXSHUYLVRU\ FRQWUR®O®G6BROG GD&% B &RDVW *XDUG
DFTXLVLWLRQ

VWDQGDUG FXELF IHHV86):6 8 6 )LVK DQG :LOGOLIH 6HU

B8QLWHG 1DWLRQV 6 XVWDE&WVWDEONRODWLOH RUJDQLF FRPSRX
'HYHORSPHQW *RDOV

8 6 6HFXULWLHYV DQG O[FKDQJHO9LFH 3UHVLGHQW
&RPPLVVLRQ

6DIHW\ ,QéORWLRQ '3 RUOG 'DWDEDVH RQ 3URWH]|
VXOIXU R[LGHV (2 "RUOG (QHUJ\ 2XWORRN

VFLHQFH WHFKQRORJ\ HQJLQHHULQJ DQG
PDWK




,PSRUWDQW ,QIRUPDWLRQ DERXW 3ROLFLHVY 3URFHGXUHV 3UDI

2XU 5HSRUW LQFOXGHV GHVFULSWLRQV RI RXU YLVLRQ PLVVLR
SURFHVVHV VWDQGDUGVY V\WWHPV SURJUDPV LQLWLDWLYHYV
PHDVXUHV UHODWHG WR RXU RSHUDWLRQV DQG FRPSOLDQFH V\
3ROLFLHV DQG 3URFHGXUHV LQ RXU 5HSRUW GR QRW UHSUHVHC
DVVXUDQFH WKDW VXFK PHDVXUHV ZLOO DSSO\ LQ HYHU\ FDVH
IDFWRUV RU FRQVLGHUDWLRQV WKDW PD\ FDXVH H[FHSWLRQV R
LQVWDQFHYV

2XU 5HSRUW LQFOXGHV IRUZDUG ORRNLQJ VWDWHPHQWYV ZLWKL
JLWLIJDWLRQ 5HIRUP $FW RI DQG 6HFWLRQ ( RI WKH 6HFXUL
JRUZDUG ORRNLQJ VWDWHPHQWY LQFOXGH DQ\ VWDWHPHQW WK
DQG LQFOXGH VWDWHPHQWY DFFRPSDQLHG E\ RU XVLQJ ZRUGYV
2SURMHFWLRQ 3 2IRUHFDVW 3 2VWUDWHJ\ 3 2RXWORRN 3 2FRQWLQ
2VKDOO ® DQG 20RQJ WHUP3 RU FRPSDUDEOH WHUPV ,Q SDUWLI
RFFXUUHQFH WLPLQJ RU LPSDFW RI IXWXUH DFWLRQV FRQGLW
3URFHGXUHV DQG WKHLU HIILFDF\ ORQJ WHUP GHPDQG IRU RXU
RXU DELOLW\ WR JHQHUDWH UHYHQXH\. GIWRFRWH. PRQ JFDY & HJRH
HQHUJ\ WUDEQEHWILR®D VDL@GRQ URSSRWMWX QLWNNWQ®FOXGLQJI Wt
DQG RWKHU K\GURFPWBRQV LWERRUVWRGLWLHY UHODWHG WR OR.
&&86 DUH IRUZDUG ORRNLQJ VWDWHPHQWYV

JRUZDUG ORRNLQJ VWDWHPHQWY DUH QRW JXDUDQWHHYV RU DV\
DUH LQFOXGHG IRU WKH SXUSRVH RI SURYLGLQJ PDQDJHPHQW'
EDVHG RQ WKH EHOLHIV DQG DVVXPSWLRQV RI PDQDJHPHQW DQ
JRUZDUG ORRNLQJ VWDWHPHQWY DUH VXEMHFW WR ULVNV XQF|
WKDW DQ\ RI WKH DFWLRQV FRQGLWLRQV HYHQWV RU UHVXOW
RI WKHP GR ZKDW LPSDFW WKH\ ZLOO KDYH RQ RXU UHVXOWYV R
WKHVH XQFHUWDLQWLHY \RX DUH FDXWLRQHG QRW WR SXW XQ

)XWXUH DFWLRQV FRQAKXKWXRGVURUXDOYWAWORIVRBAIUDWLRQV PD\ G
HI[ISUHVVHG LQ RU LPSOLHQG@ EWWWHWH QRMVUWVZDOGBQA ARR W.IQH IDFWRL
WKHVH RXWFRPHVY DUH EH\RQG RXU DELOLW\ WR FRQWURO RU S
YDULRXV DVVXPSWLRQV LQYROYLQJ MXGIJPHQWY ZLWK UHVSHFW
DQRG HIWHQW RI FKDQJHV LQ WKH VXSSO\ RI bQG GHPDQG IRU W
LOWHUQDWLRQDO UHJLRQDO DQG ORFDO FRPSHWLWLYH HFRQ
AHYHORSHRKQWODELOLW\ WR LGHQWLI\ DQG WKH HFRQRPLF DQG W
UHODWHG RSSRUWXQLWLHYVY LQFOXGLQJ DOWHQODDQYGYHXKFHVVF
GHYHORSPHQW HIITRUWYV WKH WLPLQJ FRVW DQG VXFFHVV RI H
SHUIRUPDQFH RI QHZ WHFKQRORJ\ DQG SURGXFWYV VHUYLFHV D
HITLFLHQF\ DQG HPLVVLRQ UHGXFWLRQV FRPPRGLW\ SULFHV FI
DQG FUHGLW PDUNHWY LQIODWLRQ UDWHV LQWHUHVW UDWHYV
JDV SURGXFLQJ QDWLRQV HQHUJ\ PDUNHWY IHGHUDO VWDWH
UHJXODWLRQV RU JRYHUQPHQW SROLF\ DSSOLFDEOH WR RXU E
FROQGLUWHRQQODOWRWBHRQAG MRHOIMRULVP F\EHU DWWDFNV DQG RWK
IRUHJRLQJ DQG WKH RWKHU ULVNVY DQG XQFHUWDLQWLHY GHVF!




5HSRUW RQ RUP . DQG VXEVHTXHQW ([FKDQJH $FW UHSRUWYV
KHDGLQJV 25LVN )DFWRUV % 2, QIRUPDWLRQ 5HJDUGLQJ )RUZDUG
'LVEFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVX
DFWXDO UHVXOWYV WR GLIIHU PDWHULDOO\ I[URP WKRVH H[SUHV"
6(& UHSRUWY DUH DYDLODEOH WKURWIKSW K HZ B Z &WNG( R SR\ \Z H E
DWWWSV ZZZ NLQGHUPRUJDQ FRP

JRUZDUG ORRNLQJ VWDWHPHQWY VSHDN RQO\ DV RI WKH GDWH
ODzZ ZH XQGHUWDNH QR REOLJDWLRQ WR XSGDWH DQ\ IRUZDUG
IXWXUH HYHQWY RU RWKHU IDFWRUYV

2XU 5HSRUW FRQWDLQV UHIHUHQFHV WR .0,uV ZHEVLWH 7KHVH
'H DUH QRW LQFRUSRUDWLQJ RXU 5HSRUW E\ UKWHRURHQFH LQWR
ZZZ NLQGHUPRRKW® FRP ZZDYBFDIRY QRW LQFRUSRUDWLQJ DQ\ |
HLWKHU ZHEVLWH LQWR WKLV 5HSRUW

2XU 5HSRUW DOVR LQFOXGHVY OLQNV WR ZHEVLWHVY RZQHG DQG
UHDGHUVp LQIRUPDWLRQ DQG FRQYHQLHQFH RQO\ :H DUH QRW
Y)XUWKHU ZH GLVFODLP DQ\ UHVSRQVLELOLW)\ IRU DQ\ WKLUG SI
RI WKLV 5HSRUW

&HUWDLQ GDWD LQFOXGHG LQ RXU 5HSRUW KDV EHHQ GHULYHG
SXEOLFDWLRQV LQGHSHQGHQW LQGXVWU\ SXEOLFDWLRQV DQCGC
EHOLHYH WKDW VXFK WKLUG SDUW\ VRXUFHV DUH UHOLDEOH Z|
UHVSRQVLELOLW\ IRU WKH DFFXUDF\ RU FRPSOHWHQHVV RI VXF

([FHSW ZKHUH DQG &£RIHQGHALIELHX LG 3DUW\ $SRXX BBIG R \§ WDIM
GDWD SUHVHQWHG LQ LW KDYH QRW EHHQ H[WHUQDOO\ DXGLWH
PDNH QR ZDUUDQW)\ H[BSUHWMKRUDEFZEODHAG DGHTXDF\ FRPSOHWI
UHOLDELOLW\ RU XVHIXOQHVV RI RXU 5HSRUW
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7KH FKDQJLQJ HQHUJ\ ODQGVFDBHFKRRWRQXHG WRPH Rl ZKLFK |
SURGXFH QHZ FKDOOHQJHY DQGSRSSBRBYXQ@LWYHQ DY ZH DQWLF
2XU LQGXVWU\ KDV KDG WFRS AR B W/RISRHDMWNVRI WHFKQRORJLH
JHRSROLWLFDVH®HVUXZWLWRIOWUY FXGSOHFRQRPLF HPLVVLRQ UH(
FKDLQ XQFHUMKH QWVXDWEQJ FROAHDQ®YRQV ZH VHHN DQG LPS«
DERXW LVVXHV OLNH HQHUJ\ VHFXUWMW R Q) ¥ 6 IGXEMOLRD D\FGD W H J
DIIRUGDELOLW\ DV ZHOO DV WKRKHMY SRBOUMNKGHRVRMOLP\DWH ZD\V
FKDQJH 2XU YDOXHV DQG PLVWHPRY \KHRIB/NPRELWRULQJ UHGXF
IRFXVHG ZKLOH ZH QDYLJDWH WEORZGRRYWHIBIUDGLQJ H[LVWLC
PRGLI\LQJ RSHUDWLQJ SURFHVVI
+LVWRULFDOO\ HQHUJ\ WUDQVHWLRONQM YOHORBFEHVUVHG IXRV® XV
E\ HOLPLQDWLQJ H[LVWLQJ VRXUFHVRR| HQHUMWHGEXMHG RXU RSH
UDWKHU E\ DGGLQJ QHZ HQHUJ6WREHFHYPWRVPRAW E\ DSSURJ[LP
JURZLQJ GHPDQG :H UHPDLQ FRQILGHQW WKDW WKH
EHVW ZD\ WR VHUYH PDUNHWYV @XUQQ R WK I$HWHWNM\LQ WKH (QHU
WUDQVLWLRQ LV WKURXJK DQ DORY \R | RYHFHIDER ¥ H RZFOHKUBD S LW D
PL[ )RU H[DPSOH ZKHQ XVHG KO FRFEEHQRMLWBG WR DVVHWYV W
ZLWK LQWHUPLWWHQW UHQHZD EDHER@H IKXH OAR XIUFHIXGLRH FRQY
ZLQG RU VRODU QDWXUDO JDV/SVRY LGIHY DH) BHY RIGIE PLNERG W :
WKDW LV GHSHQGDEOH DQG GL\G3BINWERD E Q HS (ZSRVEHY ICBARDUH Q
HQDEOLQJ SURJUHVV RQ HPLVVVRQVLFHGXEWKRMD¥RPELQHG FDS
$FFRUGLQJO\ ZH DUH LQYHVWLQJ L@ DRIZHUVFOME @\ REHUHQHZ
IXHO RSSRUWXQLWLHY LQFOXGRLQVRRXHFHDMWOIDRRBBOHWHG WK
EXVLQHVV VHIJPHQW DQG LQ RMWRWERBHHW FRGHORILVWLFV KXE D
EXVLQHVVHV JRXLVLDQD IDFLOLW\ 7KLV FRQ"
H[SDQVLRQ SURMHFW GHPRQVWU
DGDSW RXU H[LVWLQJ LQIUDVWU
JURZLQJ QHHGV RI WKH 8 6 UHQ
PDUNHW :H KDYH DOVR HVWDEC
UHQHZDEOH QDWXUDO JDV SODW
DFTXLVLWLRQV RI .LQHWUH[ 0D\
$PHULFDQ 1DWXUDO 5HVRXUFHYV

7RIHWKHU WKHVH SURMHFWYV DU
FRQWULEXWH WR WKH DYRLGDQF
PLOORHRWULRIVRGWHU \HDU
HTXLYDOHQW WR WKH FDUERQ VI
PLOOLRQ DFUHV RI IRUHVW $V |
UHPDLQ GLVFLSOLQHG DQG IRFX
UHWXUQV ZKHQ HYDOXDWLQJ QH

(PLVVLRQV OLWLJDWLRQ DUHD

‘H EHOLHYH WKDW DQ RUGHUO\ HQHUJ\ WUDQVLWLRQ ZLOO
UHTXLUH D ZLGH UDQJH RI QHZ FRVW HIIHFWLYH
HPLVVLRQ UHGXFWLRQ DQG ORZHU FDUERAQ




*RYHUQDQFH 'H DUH DEOH WR GUDZ FDQGLGD\
2XU %RDUG LQFOXGLQJ WKURXSRUWWF[(SOWH LQ RXU &RUH /HD!
&RPPLWWHH RYHUVHHV DQG |DALIDE MWW HONV WX W ¥X\W IR UVYGWIRH Z 9
PDNH WKRXJKWIXO LQIRUPHG GHMDLQRQIVSIRR XYW PWLVANVMFK KHO
DQG RSSRUWXQLWLHY UHODWH G P8R R\GIHLORQBHQ WIS VNLOO V
PDWWHUV LQFOXGLQJ FOLPDWHIFRDQ@YH ZKRQ BIDPEOHQJ IRU V)
RXU ODUJHVW VRXUFH RI *+* HPANVYDRYRHIQW SRVLWLRQV ZH FD
FRPEXVWLRQ IURP RXU IOHHW RIQHDULMD O O\ @HNXDRSHG GLYH!
JDV ILUHG FRPSUHVVRUV :KLOH HOHFWULILFDWLRQ LV

ZLGHO\ IDYRUHG DV D SRWHQWLB & PHD G\ \RAORVGIGF RFU ZRUNIR
*+* HPLVVLRQV ZH IRXQG WK DW HO HFHDWGH W QGLRPELOLW\ VWDW
QDWXUDO JDV ILUHG FRPSUHVVRBH SIOHHW WDXOLR @H/ LQFH RXU
QHLWKHU HFRQRPLFDOO\ IHDVLERWRERI &P UWPBSORIMO\LQIRUPL
HITHFWLYH DW UHGXFLQJ FRPELWHSRBEMRBRY REQ&HEVLWH LQ
6FRSH HPLVVLRQV IRU XV DW WRYW WIKRHVH BLHORUWNY DQQXDOC
ODUJH VFDOH WUDQVIRUPDWLRQ Rl RXU FRPSUHVVRU

IOHHW WR HOHFWULF SRZHU PD\ QRW EH DQ RSWLRQ

WRGD\ ZH FRQWLQXH WR ORRN IRU RWKHU ZD\V WR

PDNH SURJUHVV RQ RXU HPLVVLRQV UHGXFWLRQV :H

H[SHFW WKDW LQ WLPH FRVW HIIHFWLYH WHFKQRORJLHV

RU RWKHU VROXWLRQV IRU UHGXFLQJ *+* HPLVVLRQV

IURP RXU FRPSUHVVRU IOHHW ZLOO EH GHYHORSHG

(QYLURQPHQWDO -XVWLFH

$V WKH ZRUOG DWWHPSWV WR WUDQVLWLRQ WR D GLIIHUHQW
HQHUJ\ HQYLURQPHQW LVVXHV UHODWHG WR
HQYLURQPHQWDO MXVWLFH KDYH EHFRPH D ODUJHU SDUW

RI WKH GLVFXVVLRQ :H DUH FRPPLWWHG WR WKH IDLU
WUHDWPHQW DQG LQYROYHPHQW RI SHRSOH DIIHFWHG E\
RXU SURMHFWYV :H EHOLHYH RXU DSSURDFK WR

FRPPXQLW\ RXWUHDFK DQG HQJDJHPHQW KHOSV XV
LQFRUSRUDWH D PRUH GLYHUVH ¥ ZV LGHQWLI\

VSHFLILF FRQFHUQV DQG FRQWHQ HHoWﬁYHﬁﬁ'fUVbV'WQWV DQG LG
HQIDJH ZLWK WKHVH DQG RWKHY 5BPFRANMEXY WR EH FULWLFD

UWLQJ DQG VWRULQJ W

R
'LYHUVLW\ DQG (PSOR\HH "HYHQR V\%G WKRVH RI WKH IXWXU
TH
W

Vv
EXUUHQWRAU HI[HFXWLYH RIILF Q/quglfﬁ
IHPDOH RU PLQRULW\ 7DOHQW DOG-&E
R

DPRQJ WKH IXQGDPHQWDO FRQYkG UHDWH D |

I'OQLQ(
HITRUWYV WR LGHQWLI\ GHYHORgY IQICEV§%PF\RX\%HV Iﬁ'ﬂl#lbli/avGHU\/
OHDGHUV IRU WKH FRPSDQ\pV I SDUWLFLSDW

LQ VSHFLDOL]HG MRE IDLUV DQé HQJDJH ZLWK
RUJDQL]DWLRQV WKDW IRFXV RQ SURYLGLQJ
HPSOR\PHQW RSSRUWXQLWLHV WR PLQRULW\
FDQGLGDWHY :‘H VHHN D EURDG UDQJH RI FDQGLGDWHYV

IRESHQ SRVLWLRQV SRIRPRUNNLR Qi .'ﬁb’g &KLH| ([HFXWLYH 21
DQG RXU LQWHUQVKLS DQG ZRUN VWXG\ SURJUDP

UERQGXFWLQJ RX
‘@‘ HFPINLURQPHQWD




3DUW ° 6XVWDLQDELOLW\ 5HSRUW

,QWURGXFWLRQ

6$6% OLGVWUHDP (0 O' D 6$6% ([SORUDWLRQ 3URGXFWLRQ
TUDQVSRUWDWLRQ 75 07 D *5, *5, *5, *5, *5,

2XU (6* 6WUDWHJ\
2XU YLVLRQ LV WR GHOLYHU HQHUJ\ WR LPSURYH OLYHV DQG FL
PLVVLRQ WR SURYLGH HQHUJ\ WUDQVSRUWDWLRQ DQG VWRUDJ}

UHVSRQVLEOH PDQQHU IRU WKH EHQHILW RXBHRS O MW UBRWPHIX QLW
FRQVLVWHQW ZLWK RXU YLVLRQ DQG PLVVLRQ

(QYLURQPHQWDO
‘KLOH GHOLYHULQJ WKH VHFXUH DQG UHOLDEOH HQHUJ\ WK
FRQWULEXWH WR WKH JOREDO HIIRUW WR DG ®FI¥ D IFFOR.® D \
IXWXUH DQG HQDEOH RXU GRZQVWUHDP FXVWRPHUV WR PHI
+ H[SDQVLRBRRIYR Q WLRQDMDUDPLY V RIHASR@VLEO\ VRXUFHG (
51* DQG /1* EXVLQHVVHV

+ SXUVXLQJ ORZHU FDUERQ FRPPHUFLDO RSSRUWXQLWLH
JURXS

+ LQYHVWBHSEWV

+ PLGVWUHDP DVVHWVY VXSSRUWLQJ WKH WUDQVSRUWDW|
UHQHZDEOH GLHVHO DQG VXVWDLQBEGMVREDW LIR@GI X H

+ HYDOXDIWKIRBQRJIHQ RSSRUWXQLWLHYV

‘H VHHN WR PLQLPL]H RXU HQYLURQPHQWDO LPSDFW E\
+ UHGXFLQJ PHWKDQH DQG RWKHU *+* I®GVVLRQV IURP R
+ HPSOR\LQJ D YDULHW\ Rl VWUDWHJILHV WR OHVVHQ RXU
" VHQVLWLYH KDELWDWV DQG FRQVHUYDWLRQ DUHDV
" ZHWODQGV DQG
" ZDWHUERGLHV

6RFLDO

W LV LPSRUWDQW WR XV WR EXLOG DQG PDLQWDLQ KHDOW
VXSSOLHUV DQG WKH FRPPXQLWLHV ZKHUH ZH RSHUDWH D¢
GHYHORS DQG UHWDLQ D GLYHUVH LQFOXVLYH DQG UHVSH
FDUHHU GHYHORSPHQW JRDOWWKW RR QKUZR IPE GREKNFEP WQWD L Q|
GHYHORSPHQW: IS WORRIRIND PRU RSSRUWXQLWLHY IRU RXU HPSOH
FRPPXQLW\ SURJUDPV DQG VWUHQJIJWKHQ W KH HY SBHF@DRXER Q
FRQVXOWDQWY FRQWUDFWRUV VXSSOLHUV YHQGRUV DQC
FRQVLVWHQW ZLWK RXU &RGH RIRERARY & RBQGHHPNW BESS
&RGH Rl &RQGXFW ZKHQ FRQGXFWLQJ FR:AMHSDBF RIHILDM MG HE >
LPSRUWDQFH RI LGHQWLI\LQJ SURMHFW VWDNHKROGHUV Gl
H[SHFWDWLRQV DQG WKHQ ZRUNLQJ ZLWK WKHP WR DGGUH
EHIRUH GXULQJ DQG DIWHU SURMHFW FRPSOHWLRQ




*RYHUQDQFH

2XU %RDUG RYHUVHHV RXU PDQDJHPHQW RI ULVNV DQG RSS
%RDUG DQG LWAN NMRPPVYM WXHUVPDQDIHPHQW WHDP FRQYHQH
VFKHGXOHG PHHWLQJV WR HQJDJH RXU &(2 3UHVLGHQW &2
FRUSRUDWH IXQFWLRQ KHDGV DQG VXEMHFW PDWWHU SHU"
EXVLOQHYXVH WKHVH PHHWLQJV WR PRQLWRU RXU SURJUHV\
HYDOXDWH DQG DGGUHVV ULVNV DQG RSSRUWXQLWLHV LQ
DQG RSSRUWXQLWLHYV

2YHUVLJKW RI (6* 5GHSRUWLQJ

‘H UHSRUW RXU SHUIRUPDQFH DJDLQVW (6* UHODWHG HQYLURQ!
LQYHVMWRIWWY PHWULFV DUH UHYLHZHG DQG GLVFXVVHG LQ RXU L
PDQDJHPHHUNBLQH OBWREWUWHFVQFOXGHG LQ SHUIRUPDQFH FUL
LQFHQWLYH FRPSHQVDWLRQ IRU RXWKHP SIQR LHHR\Q PLHOZ\® X G LROHIWH
LQFHQWLYH WR PIURLFP RPHU URISHHIDMAIVR QV WKRVH R SIDDDWHICR YR K
PHHW RXU 1DWXUDO *DV EXVLQHVV VHJPH@W2X4* WD WHWW \DQ ®
SHUIRUPDQFH DJDLQVW W K F5\HHF W/LDRUQ HAW /D DRIHWEMNAF D LE B 6 LIOQ W\

2XU (+6 OHDGH + WWHH R

ISXHEXYZY W NIMAAEHUPRUIDO FRP -+ 0 PHIGLD 'RF
0 B(+6B&200 77(( Rz+q§'§7|(5ISLG\A FRPPLWWHH DVVLVWYVY RXU %YRDUG
PDQDIJHPHQWMuY HVWDEOLVKPHQW DQGSDEFHGXVWYVDWURQURIPR X
LQLWLDWLYHYVY (DFK RI WKHVH LWHPV KHOSV SURPRWH WKH KH
FXVWRPHUV WKH SXEOLF DQG WKH HQYLURQPHQW

2XU %RDUG KDV GHOHJDWHG WKH UHYLHZ DQG DXSURNSRUR R
DOVR EHHQ UHYLHZHG E\ DQG UHFHLY HIB GQRSXW (B R P VHFIDARK/ E M M|
&RPPLWWHH ZKLFK FRQVLVWYV RI RXU

& (2

3UHVLGHQW

&22

&)2

&$2

*HQHUDO &RXQVHO

&RUSRUDWH 6HFUHWDU\

7UHDVXUHU

EXVLQHVV VHIPHQW SUHVLGHQWYV DQG

RWKHU FRUSRUDWH RIILFHUV

+H ++ + H+ H+ H+ H+ H H

2XU SHSRUW

2XU 5HSRUW LV FREOWNDHGDREW @ KWG\RBKIS BRHSRUW SRVW D VXPPDI
VSUHDGVKHHW RI RXU VXVWDLQDELOLW\ SROLFLHV DQG PHWULF
,QIUDVWUXFWXU HSRUWLQJ WHP
(6* 6 XVWDLQDEL ESDAH NDVOGHUPRUIDOQ ERP 6DIHW\ (QYLL

,Q WKLV 5HSRUW ZH XVH 6%$6%pV ODWHVW ILQDO VWDQGDUGV D
((WUDFWLYHVY OLQHUDOV 3URFHVVLQJ 6HFWRU 2LO *DV ° 0OLGYV
DV ZHOO DV WKH 7&)" UHFRPPHQGDWLRQV




‘H DOVR LQFRUSRUDWH PHWULFV IURP &'3 DQG *5, DV ZHOO DV
QRWLQJ ERWK WKH WRSLF VWDQGDUG UHIHUHQFH QXPEHU DQG
DSSOLFDEOH ,Q DGGLWLRQ ZH XVH WKLUG SDUW\ JXLGDQFH L
HQJDIJHPHQW SULRULWLHYV LQ GHYHORSLQJ RXU 5HSRUW

,Q DGGLWLRQ ZH UHIHUHQFH WKHRQWWWRKE HWYV ZKH B IRKKH GE XM
*HQHUDO $VVHPEO\ KDV DGRSWHG 6'*V DV SDUW RI D JOREDO
HQYLURQPHQWDOO\ VXVWDLQDEOH HFRQRPLF GHYHORSPHQW ¢
¥ *RDO HQVXUH KHDOWK\ OLYHVY DQG SURPRWH ZHOO EHLQJ
f *RDO HQVXUH DFFHVV WR DITRUGDEOH UHOLDEOH VXVWLCLC

$OVR PDQ\ RI RXU EXVLQHVV DQG FRPPXQLW\ LQYHVWPHQW DF\
UHODWLQJ WR

¥ *RDO GHFHQW ZRUN DQG HFRQRPLF JURZWK

f *RDO LQGXVWU\ LQIUDVWUXFWXUH DQG LQQRYDWLRQ

¥ *RDO OLIH EHORZ ZDWHU DQG

¥ *RDO OLIH RQ ODQG

1HZ WR RXU 5HSRUW

,Q WKLV \HDUpV GHBRURW HAH XHDZY RHWULFV LQFOXGLQJ FRQWUD
VSHQG SHUFHQWDJH RI ORFDO HPSOR\HHV QXPEHU RI HPSOR\F
HPSOR\HHV DQG SHUFHQWDJH RI HPSOR\HHV UHFHLYLQJ WUDLC
UHJDUGLQJ DLU HPLVVLRQ UHGXFWLRQ LQLWLDWLYHY DQG H[W

'HVEULSWLRQ RI $SSHQGLFHV

 BSSHQGL[ $ ° (6* 'LVFORVXUH 7RSLZAV V XSFFERYEG W HRKUH AW U QF\
WKURXJKRXWSWEHQBGHLGRUW® *+* $FFRYR@WRDULJHW RIXAN *+* PHW UL
$SSHQGL[ $ ° ((2 5HSRUMOGXEPQXEHRWKH ((2 S5HSRUW
86 (TXDO (PSOR\PHQW 2SSRUWXQLW\ &RPPLVVLRQ DIWHU WKH
FROOHFWLRQ VI\VWHP RSHQV LQ WKH IDOO RI

, BSSHQGL[ % ° $FWZNLULVQ\FOKWHLBEWHW RI PHWULFV WKDW TXDQ\
DFWLYLW\ PHWULFVY DUH LQWHQGHG WR DOORZ XVHUV RI RXU 5t
FRQMXQFWLRQ ZLWK RXU (6* DFFRXQWLQJ PHWULFV

,BSSHQGL[ & ° (6* &RDMVHQMO XB3HD FURVY UHIHUHQFH WDEOH R
5HSRUW DQG RWKHU .LQGHU ORUJDQ SXEOLVKHG GRFXPHQWV L
WKH \HDU HQGHG 'HFHPEHU YRUP . DQG $QQXDO
3UR[\ 6WDWHPHQW WR WKH FRUUHVSRQGLQJ 6$6%FRGHVDEQDE
GLVFORVXUH FRGH &'3 TXHVWLRQ QXPEHU DQG 6'*V WDUJHW

UHOHYDQW SDJH QXPEHU LQ WKH 5HSRUW DQG RWKHU .LQGHU 0

, BSSHQGL[ ' ° 7TKLUG 3DUW\ $2H X QP QKB H WIXW HFFHBERW W RI ,QGH S
RXU 5HSRUW SURYLGHG E\ 3Z& DQ LQGHSHQGHQW UHJLVWHUHG
DVVXUDQFH HQJDJHPHQW RQ VSHFLILF PHWULFV LQFOXGHG LQ |

$V LOGLREBPWHGAIJ $ ° (6* 'LVFORVXUH 7RS$EYH BFIERX QW EOX 0]
$SFFRXQWLQDGSWHDBW[ % ° $FWIEHLWD LOH W U WHKH FRPSDQ\ ZL(
PHWULFV GLVFORVHG WKURXJKRXW WKLV 5HSRUW KDYH HLWEKH L




WHVWHG E\ RXU ,QWHUQDO $XGLW GHSDUWPHQW 7KH WHVWLQ.
UHYLHZLQJ DQG UH SHUIRUPLQJ WKH SURFHVVHVY DQG SURFHGX
SHUIRUPLQJ VDPSOH WHVWLQJ RI VXSSRUWLQJ GRFXPHQWDWLR
LQGLFDWH ZKLFK PHWULFV ZHUH DVVXUHG E\ 3Z& RU WHVWHG E

2YHUYLHZ RI % XVLQHVYV
*5 *5 *5

‘H DUH FRPPLWWHG WR GRLQJ EXVLQHVV WKH ULJKW ZD\ HYHU\
DQG UHSUHVHQWDWL Y®VDFE R WHI B B BWHRE \WWKR COOFXVH V R |

T LQWHJULW\

+ DFFRXQWDELOLW\

+ VDIHW\ DQG

+ H[FHOOHQFH

‘H DUH RQH RI WKH ODUJHVW HQHUJ\ LQIUDVWUXFWXUH FRPSDQ
DUH

+ 1DWRO *DV 3LSHOLQHYV

+ 3URGXFWYV 3LSHOLQHV

t 7THU®MDOV DQG

t &2 ZKLFK LQFOXGHV RXU HQHUJ\ WUDQVLWLRQ YHQWXUHV J

$V RI '"HFHPEHUH RZQHG DQ LQWH® IDWS URYIRPODWREOR M B/IHSHOLQH
WHUPLQPERM ZRUNLQJ QDWXUDO JDV VWRUDJH FDSDFLW\ DQ(
DSSUR[LPDWMWO\ % F 1

2XU SLSHOLQHV WUDQVSRUW
QDWXUDO JDV

UHILQHG SHWUROHXP SURGXFWYV
FUXGH RLO

FRQGHQVDWH

&2

UHQHZDEOH IXHOV DQG

RWKHU SURGXFWV

+H + +H+ H+ H+ H H

SLSHOLQHY DUH WKH VDIHVW PRVW HIILFLHQW DQG OHDVW FR)
SURGXFWV FRPSDUHG WR RWKHU PRGHV RI WUD @X&HRIUNIXW MRO U

‘27 3+06% 2*HQHUDO 3LSHOLQH )$4V 3 '27 3+06% 1RY

KWWSV 7Z27ZZ SKPVD GRW JRY DERXW SKPVD SKPVD IDTV!

JXUFKWJRWW 5RWK 'LDQD 23LSHOLQHV DUH 6DIHVW IRU 7UDQVSRUWDWLRQ

KWWSV Z7Z27ZZ PDQKDWWDQ LQVWLWXWH RUJ SGI LEB SGI!

+XJKHV &KDUOHV 27KH (QHUJ\ %RWWOHQHFN :K\ $PHULFD 1HHGV ORUH 3LS
KWwSV PHGLD PDQKDWWDQ LQVWLWXWH RUJ VLWHV GHIDXOW

,1*$$ 23LSHOLQH 6DIHW\ G5HOLDELOLW\ 6DIHW\ DQG 5HOLDELOLW\ OHWULF

KWWSV 727z LQJDD RUJ )LOH DVS["LG Y GDF H!




VDIHW\ SHUIRUPDQFH LQ UHFHQW \HDUV FRQWLQXHV WR LPSUR"
LPSDFWLQJ SHRSOH RU WKH HQYLURQPHQW FRQWLQXHYV WR GHF

2XU WHUPLQDOV VWRUH DQG KDQGOH YDULRXV FRPPRGLWLHYV L
JDVROLQH

GLHVHO IXHO

MHW IXHO

FKHPLFDOV

PHWDOV

SHWUROHXP FRNH DQG

HWKDQRO WHEEH R WKOIR G XIHBIGVWRFENV

v H H+ H H H H

‘H DUH DOVR WKH ODUJHY WRWWKQ$/FSHRUWBURU X¥H E\ XV DQG R\
SULPDULO\ LQ WKH 3HUPLDQ %DVLQ

2XU FRPPRQ VWRFN LV OLVWHG RQ WKH 1HZ <RUN 6WREN ([FKDQC

VHAKLFKYF
GRF S$SUFKIYHY HGIDU GDWD NPL KW F

&RGH RI %XVLQHVV &RQGXFW DQG (WKLFV

2XU &RGH RI &8RQGXFW HVWDEOLVKHV WKH VWDQGDUGV RI HWKL
LQFOXGLQJ FRQWUDFW VHEFEXULW\ SURYLGHUV DUH H[SHFWHG W
DOLJQ ZLWK RXU FRUH YDOXHYV

2XU %RDUGMV $XGLW &RPPLWWHH KDV UHVSRQVLELOLW\ IRU
f RYHUVLIKW RI WKH LPSOHPHQWDWLRQ DQG DGPLQLVWUDWL
f UHYLHZ DQG DVVHVVPHQW DW OHDVW DQQXDXFr&)GRI WKH H
f UHFRPPHQGDWLRQV WR WKH %RDUG RI VXJJHVWHG FKDQJH\

‘H PDLQWDLQ SURJUDPV WR SUHYHQW DQG GHWH B\W GRINHQ WH D |
RI RXU HPSOR\HHV LQFOXGLQJ PDQDJHPHQW LV UHTXLUHG WR
DGGLWLRQDO WUD LERMGXEW RKQFOKGH RI VHFWLRQV RQ DQWL F
LQIRUPDWLRQ JRYHUQDQFH 7KH WUDLQLQJ H[ZXUWFQW6OWUSDRPR
GHSD UWGRIQQN. VDMHQXD O R RGH RI &RQGXFW TXHVWLRQQDLUH WR
SURYLGLQJ DQ RSSRUWXQOWD GNVR W HB® UVR YL RIO DWERQW2XOU FKL
,QWHUQDO $XGHYWD GMB I/HW PMIQW T X HDVO\EL RY B DV HH W HRGRRZ X'$ D

‘H HQFRXUDJH HPSOR\HHV WR VSHDN XS VHHN JXLGDQFH DQG

FKDQQHOV DQG JULH YMSUFR\ HPHIV KKDD@L M A'$ R U WD QQ FHIVEKLFW V ALRPYSRY
KXPDQ ULJKWVY YLRODWLRQ WKURXJK VHYHUDO FKDQQHOV LQF(
SDUW\ SCXWIRWRLFV KRWOLQH DOORZV UHSRUWYV W F5 HESIRRIDVGHG |
FRQFHUQV DQG JULHYDQFHV DUH HYDOXDWHG DQG LQYHVWLJIDYV
RU /HIJDO 'HSDXWRRQWWRI &RQGXFW DOVR VXPPDUL]HVRXBRUWR C

$3, $23/ 2 3LSHOLQH 6DIHW\ ([FHOOHQFH 3HUIRUPDQFH 5HSRUW ¢
KWWSV ZzZzZ DSL RUJ PHGLD $3,:HEVLWH RLO DQG QDWXUDO JDV

([FHOOHQFH 3HUIRUPDQFH 5HSRUW DQG 6WUDWHJILF 30DQ SGI"

OD HQ KDVK ) "% ) " ))$)$" ( ( )& %$ & &'''!




RICXEMUBPWUIDQ ERP |::.0 PH
*RYHUOQDOEH OR&R(‘HRRIR%X\/IOHVVB&RQGXFWBDQGB(WKLFV S (

0D QD JHPN QW P

ODQDJHPHQW 6\VWHP 2YHUYLHZ

‘H YDOXH WKH VDIHW\ RI RXU ZRUNIRUFH DQG LQWHJUDWH D FX

HQYLURQPHQWDO UHVSRQV2LEL QDWW FREIFRBIENE RIFRBLZOHOLQH 6DIH

ODQDIJHPHQW Q\WWNMNPDEOLVKHY D IUDPHZRUN WKDW KHOSV XV
¥ SURYLGH HPSOR\HHY DQG FRQWUDFWRUV ZLWK D VDIH ZRUN
f FRPSO\ ZLWK ODZV UXOHV UHJXODWLRQV SROLFLHV DQG
¥ LGHQWLI\ RSSRUWXQLWLHV WR LPSURYH WKURXJK D UHJXOI

PDQDJHPHQW UHYLHZ

6SHFLILFDOO\ RXU 206 (SRR \WWBSEE X0 GE \WRIGOWGSVWDLQ D FXOWX |
HQYLURQPHQWDOPSRRSOMD QUAHFHLYH DQQXDO WUDLQLQJ RQ RXU
LPSURYHPHQWY LQ HDFK EXVLQHVV VHIPKID WDV Q FRPISRIQGI\Y /W |
206 LQFOXGH

VWDWRIDQXIV DQG SROLFLHV IRU RXU SK\VLFDO RSHUDWLRQV
GHVFULELQJ RXU DSSURDFK WR VRXQG RSHUDWLRQV
VHWWRIQNK WKH UROHV DQG UHVSRQVLELOLWLHV IRU FRQG X
HVWDEOLVKLQJ D VHW Rl SURFHVVHV WR EH IROORZHG LQ R
LQFRUSRUDWLQJ RXU (+6 UHTXLUHPHQWYVY DQG

SURYLGLQJ IRU DXGLWV DVVHVVPHQWY DQG SHULRGLF FKI
RXU 206

+H +H+ H+ H+ H +H

‘H VWULYH WR EH D JRRG QHLJKERU DQG FRQWULEXWH WR UHVSE
DSSURDFK WR (+6 PDQDJHPHQW 7KLV DSSURDFK VXSSRUWV RX
f FRPSO\ ZLWK ODZV DQG UHJXODWLRQV DQG
f VWULYH WRHSURRQPR)QUIWDO KHDOWK DQG VDIHW\ SHUIRU

$V SDUW RI RXU 206 RXU HPSOR\HHV DUH H[SHFWHG WR KHOS X
DGGUHVYV ULVNV WR SHRSOH DQG WKH HQYLURQPHQW DQG LGH
DUH UHTXLUHG WR FRPSOHWH WUDLQLQJ SDUWLFLSDWH LQ SHLI
VKDUH LQIRUPDWLRQ RQ LQFLGHQWY 2XU HPSOR\HHV DQG FRQ
LV QRW ZHOO XQGHUVWRRG RU FRXOG OHDG WR SRWHQWLDO KI
DXWKRULW\

ODQDJHPHQW RI &KDQJH

‘H UHYLHZ DSSURYH DQG LPSOHPHQW SROLF\ DQG SURFHGXUD
SURFHVV RU VLPLODU HVWDEOLVKHG SURFHVVHV 7KURXJK WKL
PHPEHUV RI RXU VHQLRU PDQDJHPHQW UHYLHZV RU DSSURYHV (
RXU

&RGHLRDGXFW

+XPDQ 5LJKWV 6WDWHPHQW

(+6 3ROLF\ 6WDWHPHQW

%LRGLYHUVLW\ 3ROLF\

,QGLJHQRXV 3HRSOHV 3ROLF\

+H H+ H+ H+ H




I &RPPXQLW\ 5HODWQRQV 3ROLF)\
¥ 6XSSOLHU &RGH RI &RQGXFW

$XGLW 3URJUDP

‘H PDLQWDLQ DQ RSHUDWLRQV DXGLW SURJUDP WKDW PRQLWRU
SUDFWLFHV 2XU RSHUDWLQJ IDFLOLWLHV ZLWK VLWH VSHFLILF
WR ILYH \HDUV GHSHQGLQJ XS RXGW WB/HQ DRXPHHG REW\KT ERUDED IRFULHDE
LQWHUQDO SHUVRQQHO QRW LQYROYHG LQ WKH RSHUDWLRQV E
LPSOHPHQW FRUUHFWLYH PHDVXUHV ZKHUH ZDUUDQWHG

,QFLGHQW ODQDJHPHQW

2XU SROLFLHV DQG SURFHGXUHV UHTXLUH WKH LQWHUQDO UHSI
LQFLGHQWVHPSOR\HHY DQG FRQWUDFWRUV DUH UHTXLUHG WR U
LQFOXGLQJ LOOQHVVHY DQG LQMXULHV 2XU LQFLGHQW PDQDJI
JDWKHU LQFLGHQW GDWD DQG LPSDFWV

LGHQWLI\ DQG DQDO\]H LPPHGLDWH RU URRW FDXVHV RU E
GHWHUPLQH FRUUHFWLYH DFWLRQV DQG GHDGOLQHYV
YHULI\ FRUUHFWLYH DFWLRQV KDYH EHHQ FRPSOHWHG DOQGC
LGHQWLI\ WUHQGY DQG VKDUH SUHYHQWLYH DFWLRQV

+H H+ H+ H+ H

2XU VHQLRU PDQDJHPHQW SOD\V D YLWDO UROH LQ IRVWHULQJ
IURP RXU VDIHW\ SHUIRUPDQFH PHWULFV UHODWH¥YN OQIR/RXURWL
PDQDJHPHQW PHHWLQJV FKDLUHG E\ RXU &(2 LQFOXGH UHSRU\
LQFLGHQWY DQG QHDU PLVVHV WKDW PD\ KRYH RQERUUREX) G XHR
HVWDEOLVKHG GHWDLOHG VDIHW\ SHUIRUP ZQWH REKWLMAHYBOME W
EXVLQHVV VHIWRQWFX2A2G$YHUIRUPDQFH RQ IDFWRUV UHODWHG W
7TKHVH PHWULFV DUH UHYLHZHG GXULQJ HDFK EXVLQHVYV VHJIPHC(

,QFLGHQWYV LQFOXGLQJ LQMXULHVY DUH UHJXODUO\ UHYLHZHG
7TKHVH WUHQGY DUH FRPPXQLFDWHG WR DSSURSULDWH SHUVRQ
LQIRUPDWLRQ DERXW LQFLGHQWY DQG UHODWHG LPSURYHPHQW
VDIHW\ PHHWLQJYV PRQWKO\ RSHUDWLRQV PHHW,IQDG GDL & R K
PDQDIJHPHQW KDV SHULRGLF GLVFXVVLRQV ZLWK XQLRQ UHSUH\

JHVVRODMUQH G
6KDULQJ OHVVRQV OHDUQHG IURP LQWHUQDO DQG H[WHUQDO L«

RXU FRPPLWPHQW WR SHUIRUPDQFH LPSURYHPHQW 2XU HPSKD
VKDULQJ DQG WUDFNLQJ FRUUHFWLYH DFWLRQV UHLQIRUFHV R
D WRS SULRULW\ 6KDULQJ OHVVRQV OHDUQHG QRW RQO\ KHOS
FRQWLQXRXYV OHDUQLQJ DQG LPSURYHPHQW LW DOVR KHOSV S|
HYHU\RQH XQGHUVWDQGYV WKDW VKDULQJ DQG YRLFLQJ FRQFHU
UHVSRQVLELOLW\ 2XU OHVVRQV OHDUQHG SURFHVVHV FRQWUL
FRQWUDFWRUYV DUH FRPIRUWDEOH LGHQWLI\LQJ DQG VSHDNLQJ
FRPPXQLFDWLQJ ULVN LQIRUPDWLRQ XS GRZQ DQG DFURVV WK




$VVHWHJIULWHQDRISHIPLQH V
JRU PRVW RI RXU SLSHOLQHV ZKHUH DSSURSULDWH ZH KDYH H
DVVHVVPH & WORHDYXHWG WR
+ LGHQWLI\ DQDO\]H DQG SULRULWL]H SRWHQWLDO WKUHDW
SUHFXUVRU HYHQWYV WKDW FDQ UHVXOW LQ SLSHOLQH LQFL
+ XVH D FRPSUHKHQVLYH DQG LQWHJUDWHG PHDQV IRU H[DPL
VSHFWUXP Rl ULVNV DQG ULVN UHGXFWLRQ DFWLYLWLHV DY
+ LPSOHPHQW VWUXFW XU HGHBWX R G VAMRUGFRPEIGOLFSOHPHQWL
UHGXFWLRQ DFWLYLWLHYV LQFOXGLQJ LQWHJULW\ DVVHVVP
WUDFN VI\VWHP SHUIRUPDQFH ZLWK WKH JRDO RI LPSURYLAQ.
FRPPXQLFDWH HPHUJLQJ QHHGY DQG QHZ WHFKQRORJ\ DSS
SURYLGH WLPHO\ UHVRXUFH DOORFDWLRQ

s
s

'H FRQGXFW SLSHOLQH LQVSHFWLRQV XVLQJ YDULRXV PHWKRGV
A,V

QRQ GHVWUXFWLYH WHVWLQJ

DERYH JURXQG VXUYH\V

K\GURVWDWLF LQWHJULW\ WHVWV DQG

GLUHFW DVVHVVPHQWYV

+H H+ H+ H+ H

7KHVH LQVSHFWLRQ PHWKRGY KHOS XV GHWHUPLQH WKH SK\VLF
LQIRUPDWLRQ WR DVVLVW XINIHQ REHBS KR ORKKRIIDSM OHBOWY R Q V
ZH SUHIHU WR XWLOL]H ,/, WHFKQRORJ\ UHIHUUHG WR DV VPDUYV
FRUURVLRQ DQG RWKHU PDWHULDO GHIHFWYV

,Q RXU RQJRLQJ SXUVXLW RI RSHUDWLRQDO H[FHOOHQFH ZH Gt
LQWHJULW\ VROXWLRQ GHVLJQHG WR VHDUFK IRU IODZV LQ ORC
SURFHVV WKDW ZH HPSOR\ WR SURYLGH DO QDWIPRRYEKIIG Y D ONV L \
GHYHORSHG .0$3& DV D SURDFWLYH VROXWLRQ IRU FRQGXFWLQ
‘H KDYH EHHQ VXFFHVVIXOO\ XVLQJ WKLV WHFKQRORJ\ VLQFH

(QYLURQPHQWDO +HDOWK 6DIHW\ DQG (PHUJHQF\ 5HVSRQVH 7L
‘H XVH DQ /06 WR SURYLGH DQG WUDFN WUWHIXQ UGS | R RE & BOHPG\
FRXUVHV FRYHULQJ WHFKQLFDO GHYHORSPHQW OHDGHUVKLS \
LQFOXGLQJ RXU 206 DQ@ X8R 8 HHRIDMRLRENWFWPSOR\HHV UHFHLYH I
VDIHW\ DQG HPHUJHQF\ UHVSRQVH WUDLQLQJ DQG VXEVHTXHOQ\
7UDLQLQJ FDQ EH LQGLYLGXDOO\ WDLORUHG E\ DQ HPSOR\HHpV
IRU DQ\ FRXUVH LQ RXU /06

(PSOR\HHV UHFHLYH SRVLWLRQ UHOHYDQW WUDLQLQJ RQ HQYLL
HQYLURQPHQWDO DZDUHQHVYV

ZDVWH PDQDJHPHQW SURFHGXUHYV

VSLOO FRQWURO SURFHGXUHV

HQYLURQPHQWDO VDPSOLQJ SURFHGXUHV DQG
VWRUPZDWHU UXQRII KDQGOLQJ SURFHGXUHV VXFK DV ZDW

+H H+ H+ H H

JRU HPSOR\HHV ZKR DUH OLNHO\HINKRURHVY SRIQHP WRJH B IF U PHD@MRLIHHM
FRQVLVWHQW ZLWK WKH 86&* (3% '27 &(5 DQG $6($ UHTXLUHPI
SLSHOLQH RSHUDWRU TXDOLILFDWLRQ SURJUDP




$QQXDOO\ ZH VWULYH WR KDYH RI WKH WUDLQLQJ FRXUVHYV
RI WKH ®QHDUZH FRPSOHWH®KH DVVLIQHFRXWBWHRWHVVHYV LQ SC
HPSOR\HHV FRPSOHWMHFO®KELQ WO QHPLQGHUY DQG WUDLQL
FRPSOHWLRQ:RIDOWRLQHQRUW RYHUGXH WUDLQLQJ WR PDQDJHF

JRU PRUH LQIRUPEHFMREABASORRIMXUDQG &RQWUDFWRU 6DIHW\ 6WI
Rl +HDOWK 6DIHW\ DQG (PHUIHWKYNWDASROEVMDIW R EGEPMBW HE S L
DI_}N\NWQV 777 N1 QGHUPRUIDQ FRP $ERXW 8V 206

7KLUG 3DUW\ &HUWLILFDWLRQV

$&& 5HVSRQVLEORJKDEH ]

2XU 7HUPLQDOV EXVLQHVV VWXRHH R KW S@W DD B\YH & KHD
5HVSRQVLIEDUREDDP LV DQ (+6 DQG VHFXULW\ SHUIRUPDQFH LQL
VA\VWHP IUDPHZRUN DQG DOORZV PHPEHUV WR GHPRQVWUDWH W
HPSOR\HHV WKH FRPPXQLWLHV LQ ZKLFK WKH\ RSHUDWH DQG \
&DUYBURJUDP RQFH HYHU\ WKUHH \HDUV D WKLUG SDUW\ DXGLW
+RXVWRQ 7H[DV DQG HDFK Rl WKH SDUWLFLSDWLQJ WHUPLQDO"

JLIWRH®R XU WHUPLQDOV LQFOXGLQJ RXUQ@DUJHWKRH $&H& WY B USDH
WZHOYH RI RXU WHUPLQDOV FHUWLILFDWHW HRP VOHHOMUQIHAFUHR @ B
2([FHOOHQFH LQ 6DIHWLFIG WHIFRIMW]IHRWQ IDFLOLWLHY ZLWK JHUR
ZRUN FDVHV DQG JHUR MRE WUDQVIHU RU UHVWULFWLRQ FDVH\
SULRU \HDU ,Q DGGLWLRQ WKUHH WHUPLQDOV UHFHLYHG WKH
WKH 2$FKLHYHPHQW LQ 6DIHW\3 FHUWLILFDWH

,Q DGGLWQBBAU ORUJDQ /LTXLGV 7HUPLQDOV //& 3DDMVQBIRH&ERD S

,Q DGGLWLRQ WR UHFRJQL]LQJ RXU VDIHW\ UHFRUG WKLYV
HITIRUWV WR SURPRWH HWKLFV LQ FRPPXQLFDWLRQV ZLWK RXU !
DQG LQLWLDWLYHV WR XQGHUWDNH VXVWDLQDELOLW\ DQG FRQ'

*UHHQKRXVH *DV (PLVVLRQV

*URVYV *OREDO 6FRSH DQG (PLVVLRQV 3HUFHQWDJH OHWKI
/ILPLWLQJ 5HIXODWLRQV
6$6% OLGVWUHDP (0 O D 6$6% ([SORUDWLRQ 3URGXFWLRQ
&'3 & & &'3 & &'3 & &'3 & &'3 & &'3 & |

2XU *+* HPLVVLRQV LQFOXGLQJ PHWKDQH DUH FDOFXODWHG X!
*UHHQKRXVH *DV 3BURWRFRO $ &RUSRUDWH $FFRXQWLQJ DQG 51

"RUOG 5HVRXUFHYV ,QVWLWXWH DQG :RUOG %XVLQHVV &RXQFLO IRU 6XVWDL
&RUSRUDWH $FFRXQWLQJ DQG 5HSRUWLQJ 6WDQGDUG 3 :RUOG 5HVRXUFHV ,C
'"HYHORSPHQW O0DU KWwWSV JKIJSURWRFRO RUJ VLWHY GHIDXOW ILC




2XU 6FRSH HPLVVLRQV UHSRUWHG EHORZ LQFOXGH
f IDFLOLWtHMALYG®LRQ VRXUFHVY DSSOLFDEOH WR WKH (3$pV °
f IDFLOLWLHVY WKDW DUH H[HPSW IURP WKH (3%$pV *+*53 EHFD.
RI &8 \U DQG
f VRXUFHVHVKPSWDIURP WKH (83X DAVIBRELOH HTXLSPHQW DQC

6FRSH HPLVVLRQV LQFOXGH GLUHFW HPLVVLRQV IURP VRXUFH'
(I[DPSOHV RI RXU 6FRSH HPLVVLRQ VRXUFHV E\ HPLVVLRQ W\SH

f IODUHG K\GURFDUERQV ° IODULQJ IURP SURFHVVLQJ JDWKF

f RWKHU FRPEXVWLRQ ° HQJLQHVY DQG WXUELQHV WKDW GULY
FRPEXVWLRQ GHYLFHV DQG VWDWLRQDU\ DQG IOHHW YHKLH
¥ SURFHVV HPLVVLRQV ° GHK\GUDWLRQ DQG JDV VZHHWHQLQ
f RWKHU YHQWHG HPLVVLRQV ° EORZGRZQV DQG FRPSUHVVRL
¥ IXJLWLYH HPLVVLRQV ° HTXLSPHQW FRPSRQHQW OHDNV UH

22ZWKHU FRPEXVWLRQ3 LV RXBDJQOGDWKHHVOWD HPHVWLRRXWFFHRI HPLV
RXU QDWXUDO JDV ILUHG FRPSUHVVABU RIUILRXWYV FWRSWLLY LGRSO
HPLVVLROQKHU YHQWHG HPLVVLRQV: LV RRQEHRFQ& GDW BIIRPY WVH
EORZGRZQV IRU PDLQWHQDQFH LQWHJULW\ WHVWLQJ DQG HPH
FRPSUHVVRU VWDWLRQV 2XU VWUDWHILHV WR PDQDaHFRXBR P H

6WUDWHJ\ WR ODQDJH *URVV *OREIDWKAAVRGBIHQDEQGLW\PLNSRR Y

2XU 6FRSH HPLVVLRQV FRQVLVW RI LQGLUHFW HPLVVLRQV IUR

2XU JURVVY JOREDO RSHUDWLRQDO FRQWURO 6FRSH DQG 6FRSH
SURYLGHG EHORZ DQG LQFOXGH WKH HPLVVHRQWILBRW WDE/WR WV
DVVHWYV ZKHUH ZH R ZIQQ@WH\WHKWWHDRQL W LRQV IURP WKH DVVHWYV Z
RZQ OHVV WKDQ D LOWHUHVW DUH UHSRUWHG LQ IXOO DQG
WDEOH DOVR LQFOXGHV *+* HPLVVLRQ FUHGLWYV SXUFKDVHG

2XU JURVV JOREDO HTXLW\ VKDUH 6FRSH DQG 6FRSH HPLVVLI
DVVHWYV LQ ZKLFK ZH RZQ DQ LQWHUHVW RI OHVV WKDX®H  UHJI
PLOOLRQ PHWHULE WR@W&2D U B SISHROXG H5G Q +* SFFRXQWLQJ

<HDU (QGHG 'HFHPEHU

,Q PLOOLRQ PHWHLHWROW BHEEHQWDJH
HPLVVLRQ LQWHQVLW\

6FRSH HPLVVLRQV
*URVV JOREDO 6FRSH HPLVVLRQV D E F

SHUFHQWDJH RI JURVYV JOREDO 6FRSH HPLVVLRQV E\ HPLVVLRQ
W\SH D E

YODUHG K\GURFDUERQYV
2WKHU FRPEXVWLRQ




<HDU (QGHG 'HFHPEHU

,Q PLOOLRQ PHWHLHWROW BHEEHQWDJH
HPLVVLRQ LQWHQVLW\

3URFHVV HPLVVLRQV
2WKHU YHQWHG HPLVVLRQV
)XJLWLYH HPLVVLRQV IURP RSHUDWLRQV
3HUFHQWDJH FRYHUHG XQGHU HPLVVLRQV OLPLWLQJ UHJXODWLRQV
3HUFHQWDJH PHWKDQH
6FRSH HPLVVLRQV
*URVV JOREDO PDUNHW EDVHG 6FRSH HPLVVLRQV D F G
7RWDO JURVV JOREDO 6FRSH HPLVVLRQV
*+* HPLVVLRQ FUHGLWYV SXUFKDVHG H
3XUFKDVHG FUHGLWY WHKRXVDQG PHWULF WRQV &2
*+* HPLVVLRQ LQWHQVLW\
&RPSDQ\ ZLGH %2( WKURXJKSXW O0OEEO \U J

6FRSH DQG HPLVVLRQ LOQWIBRVYLWR( PHWULF WRQV &2
WKURXJKSXW D J

D *+* HPLVVLRQV ZHUH TXDQWLILHG SHU WKH 6%$6% 0LGVYWH{ RR X6WBDIDHWMHY/GE THFGE | WK
ZLWK JXLGDQFH DW WKH RUJDQL]DWLRQ OHYHO IRU WKH TXDQWLILKPDW\IRRQNQBEJHF
UHSRUWHG&HRI2 &RQG +)&V IURP GLUHFW DQG LQGLUHFW VRXUFHV 7KHDGQGZ&&L $5 *:!

HPLVVLRABYV WHRHGROORZLQJ *:3V ZHUH XVHG IRU +)&V 5 § +)& % :
5 & 5 <) 5 % 5 & +)& +)& &)& 5
5 % *URVV HPLVVLRQV DUH *+*V HPLWWHG WR WKH DWPRVSKHUH EHIRUH DFFF

KDYH UHGXFHG RU FRPSHGRBWH @ (RIJ HPRIWALIRRQN IRU RXU FRQWLQXLQJ RSHUDWL
WKRXVDQG PHWULF WRQV (PLVVLRQ YDOXHV GLVSOD\HG DV JHUR DUH OHVV Wt

E ([FOXGHV HPLVVLRQV IURP FRQVWUXFWLRQ DFWLYLWLHRANHEDNMHZDW H B VWL R QD S\KFPHS
UHFRYHU\ XQLWV UHIULJHUDQWYVY IURP PRELOH HTXLSPHQW ZKHUH QR IXHO ZDV S}
GDWDEDVH IXJLWLYH HPLVVLRQV IURP QDWXUDO JDV VXSSO\ OLQHV IRU WKH 7HUI
HPLVVLRQV IURP VPDOO FRPEXVWLRQ DFWLYLWLHV $OVR H[FOXGHV 1DWXUDO *D\
QDWXUDO JDV SURFHVVLQJ IDFLOLWLHY WUXFN ORDGLQJ DQG HQFORVHG FLUFXL

F 7KHUH ZHUH QR HPLVVLRQV IURP GLYHVWLWXUHV WKDW ZHUH JUHDWHU WKDQ R
EXVLQHVV VHIPHQWYV LQ (PLVVLR®W IURP GLYHVWLWXUHV WKDW DUH OHVV WKDQ R

G 6FRSH HPLVVLRQV LQFOXGH LQGLUHFW HPLVVLRQV |URPP®XWNHID DS BHE H ARDKEH
HPLVVLRQV IURP DFTXLUHG DQG FRQVRKPHEDRWE IHP LK/WD RQ b DEHOER P BY ZH'G L Q
$FFRXQWLQJ OHWULFYV

H 5GHSUHVHQWY WKH FUHGLWYV SXUFKDVHG GXULQJ WKH FDOHQGDU \HDU $FWXDO H!
WRXVDQG PHWUIHF WIRQSHEWEYBIOSHOLQH / / & SURFXUHG HPLVVLRQ UHGXFWLRQ F
RIIVHW 6FRSH DQG HPLVVLRQV IURP FRQVWUXFWLRQ DQG RQJRLQJ RSHUDWLRQ!
FUHGLWV ZKLFK DUH YHULILHG WKURXJK D WKLUG SDUW\ 1R FUHGLWYV ZHUH SXU
LQWHUHVW LQ 5XE\ 3LSHOLQH / / &

| 7KH SULFH SDLG SHUW P2DVU IDFRQW RIQYRKA H& PH D U V DQG UHVSHFWLYHO\

J 21( )XWXUHpV GHILQLWLRQV DUH XVHG IRU DQQXDO WKURXJKSXW ,I QR 21( )XWXL
SURGXFW UHFHLSW 7KURXJKSXW ZDV FRQYHUWHG WR 00%WX XVLQJ SURGXFW VS
VHIPHQW GDWD 7KLV LV WKHQ FRQYHUWHG WR %2( E\ GM\KIBW @HEW UD QU %RAXWS 8 B
KHDWLQJ YDOXH DQG WKHUHIRUH KDV D %2( HTXDO WR JHUR

2XU JURVV JOREDO 6FRSH HPLVVLRQVFRSHFUHWWHKGVWBSYR[LPD\
SULPDULO\ GULYHQ E\
+ XSGDWLQJ RXU FDOFXODWLRQ PHWKRGRORJ\ DW RQH RI RX!I
GDWD ZKLFK UHVXOWHG LQ ORZHU FRPEXVWLRQ HPLVVLRQ
+ UHGXFWPLHRQK/DIQH HPLYVERQVQIWEMRZGRZQV LQFOXGLQJ UH
HYHQWYV
+ UHGXFWLRQV LQ PHWKDQH HPLVVLRQV IURP QRQ UHFXUULQ
RQ (31* WKDW RFFXQGHG LQ




f WKH LQFUHHDIVHIGSEHNU L QK LW®A&HRAWIKHVRHHG IRU D EORZGRZQ Z|
UHSDLU ZRUN LV QHHGHG

)ODULQJ HPLVVLRQV LQFUHDVHG IURP RXU JDV JDWKHULQJ DQG
LQ WKH DUHDYVY ZKHUH WKHVH DVVHWY DUH ORFDWHG

2XU JURVV JOREDO PDUNHW EDVHG 6FRSH HPLVVLRQV LQFUHD
RXU 1DWXUDO *DV 3EEMDQRWVY DIFPEOIWY ,QFUHDVHG XWLOL]D
(OEMODQG /1* THWKPH QPOXLVLWLRQ Rl 6WDJHFRDFK *DV 6HUYLFFE
RXU &XVLQHVY VHIPHQW ZHUH WKH SULPDU\ FRQWULEXWRUV W

2Q8sSULO WKB8$ VLIQHG SURSRVHG DPHQGRH GW R SRR/ WX B P H t6G|
LQFOXGH PXOWLSOH FKDQJHV WR H[LVWLQJ HPLVVLRQ HVWLPDYV
IDFWRU IRU XQFRPEXVWHG IXHO L H PHWKDQH VOLS IURP UHF
HPLVVLRQ IDFWRUV ZRXOG LQFUHDVH EHWZHHQ DQG GHSI
WR LVVXH D ILQDO UXOH LQ DQG WR UHTXLUH *+* HPLVVLRQ\
IROORZ WKH QHZ UXOH , ] WKH UXOH LV ILQDOL]JHG DV SURSRV}H
UHSRUWHG LQ RXU SHSRUW WR LQFUHDVH ZKHQ ZH LQFRUSR

3Z2& SURYLGHG OLPLWHG DVVXUDQFH RI RXU *+* HPLVVLRQV
WR WKH (3$pV *+*53 7KH DVVXUDQFH VMWSBBWRBHDQW°IRKLUG BB WV
$VVXUDQFH 6WQDOWEBHWWRQ 6FRSH HPLVVLRQV VXEPLWWHG WF
HOHFWURQLF YDOLGDWLRQ DQG YHXVILFD@YLBRWHKEAWND O HKIHU R3
ZHUHVROYH WKH LVVXH HLWKHU E\ SURYLGLQJ DQ DFFHSWDEOH
HUURU RU E\ FRUUHFWLQJ WKH IODJJHG LVVXH DQG UHVXEPLWMW

6WUDWHJ\ WR ODQDJH *URVV *OREDO 6FRSH DQRG (PLVVLRC
6$6% OLGVWUHDP (0 O' D 6$6% ([SORUDWLRQ 3URGXFWLRQ
*5, *5, &'&'& & E

*+* (PLVVLRQ 5HGXFWLRQ (IIRUWYV

‘H VXSSRUW GRPHVWLF DQG LQWHUQDWLRQDO HIITRUWYV WR PLW
PHWKDQH DQG RWKHU *+* HPLVVLRQV DUH GHVFULEHG LQ WKH \

OHWKDQH (PLVVLRQ 5HGXFWLRQ &RPPLWPHQW
*5

‘H UHFRJQL]H WKDW PHWKDQH HPLVVLRQV DVVRFLDWHG ZLWK W
GLVWULEXWLRQ RI QDWXUDO JDV VKRXOG EH PLQLPL]JHG VR WKI
DGYDQWDJH Rl QDWXUDO JDV RYHU RWKHU IXHOV :H KDYH DQ
EHFDXVH SLSHOLQH TXDOLW\ QDWXUDO JDV KDV D PHWKDQH FR
PHWKDQH HPLVVLRQV PD[LPL]HV WKH DPRXQW Rl QDWXUDO JDV
FXVWRPHUV :H VXSSRUW SHUIRUPDQFH EDVHG IHGHUDO UHJXO
HPLVVLRQV LQ RR@HRIIDOY D WIHDQW

‘H FRQWLQXH WR DSSO\ PHWKDQH HPLVVLRQ UHGXFWLRQ VWUD
UHGXFWLRQV DV SDUW RI WKH (3$pV OHWKDQH &KDOOHQJH SUR.




,Q WKLV*SsHSFRRUWHWKDQH HPLVMURQGUHBHIHG DRFOWPLVVLRQV PLWI
ZRXOG RWKHUZLVH KDYH EHHQ HPLWWHG

7KHVH LOQLWLDWLYHYV KDWIB\U%¥R O WHI\G KLDQD B SRRV PR® UH G X F W |

ZKLFK LV HTXLYDOH QW IMDRO DS G LPR{WRIE WHWIR QVHE X OWYV UHIOF
HQYLURQPHQWDO EHQHILW RI PLQLPL]LQJ DQG SUHYHQWLQJ PH
NHHS QDWXUDO JDV LQ RXU SLSHOLQHV DQG VWRUDJH IDFLOLW

(3$pvV OHWKDQH &KDOOHQJH 3URJUDP

JRU DOPRVWZH ROXQWDULO\ SDUWLFLSDWHG LQ WKH (3$pV 1DWX
LQLWLDWLYHV WR UHGXFH RXU PHWKDQH HPLVVLRQV 7KH (3% (
, Q ZH EHFDPH D SDUWQHU LQ WKH (3% 1DWXUDAXEBK 67%$5 OF
H[SDQGHG WHOH BOWX SDIBQJQGBRURYLGHG XV D IOH[LEOH ZD\ WR PIL
FRPPLWPHQWY WR LPSOHPHQW PHWKDQH HPLVVLRQ UHGXFWLRC
LQ WKH OHWKDQH &KDOOHQJH 3URJUDP XQGHU WKH 21( )XWXUH
QDWXUDO JDV WUDQVPLVVLRQ DQG VWRUDJH DVVHWYV

21( )XWXLRXQGLQJ OHPEHU

21( )XWXUH LV D FRDOLWLRQ RI PHPEHUV DFURVV WKH QDWXUD
WHFKQLFDO VROXWLRQV IRU UHGXFLQJ PHWKDQH HPLVVLRQV D)
)XWXUHuV PHPEHUV LQFOXGH VRPH RI WKH ODUJHVW QDWXUDO
WUDQVPLVVLRQ DQG VWRUDJH DQG,QLVWNUKHXW 2RQ )KR\PXSIDH ERY
DFFRXQWSSURUPDWHWRWDO QDWXUDO RDW ISH RRGRW DML RQV SURTF
QDWXUDO JDV WUDQVPLVVLRQ SLSHOLQH PLOHV DQG RI WKH
GLVWULEXWLRQ FRPSDQLHV

21( )XWXUH PHPEHUYVY DVSLUH WR
f OLPLW HQHUJ\ ZDVWH DQG
f DFKLHYH D FXPXODWLYH PHWKDQH HPLVVLRQ LQWHQVLW\ W
R RU OHVV RI WRWDO QDWXUDO JDV SURGXFWLRQ DFURYV

7TKH 21( )XWXUH OHWKDQH (PLVVLRQ ,QWHQVLWLHY 5HSRUW \
DSSUR[LPDWHO\ IRU PHPEHU FRPSDQLHVY RXWSHUIRUPLQJ
PHPEHUV FROODERUDWHG ZLWK '2(pV 1(7/ RQ D PKMWKD/Q H WRIGW V
ZKLFK ZDV ODVW XSGDWHG LQ LQGLFDWHG WKDW LQ WK |
21( )XWXUH PHPEHUV ZDV EHORZ WKH UDWH IRU WKH 8

2XU WDUJHWYV DQG SHUIRUPDQFH BUHRVGIHRVFUILEHWHYWKYHDWHU
6XVWDLQDELOLW\ 5 HSRUW

21( )XWXUH &RDOLWLRQ 2 $QQXDO 5HSRUW RQ &DOHQGDU <HDU OHWK

KWWSV RQHIXWXUH XV ZS FRQWHQW XSORDGYV 21( )XWXUH
1(7/ 2,QGXVWU\ 3DUWQHUVKLSY DQG 7KHLU 5ROH LQ 5HGXFLQJ 1DWXUDO *D
2( 1(7/ YHE KWWSV ZZZ RVWL JRY VHUYOHWYV SXUO !




,1*$$ &OLPDWH &KDQJH 6WDWHPHQW
‘H KHOSHG GHYHORS DQG VXSSRUW ,1*$$puV 9LVLRQ )RUZDUG

FOLPDWH FKDQJH DQG EXLOGLQJ_D_HLI:LD_Q_HAJ_HQ_I:LLLM_LTWXUH IR
F&WRQ_HM&MMMW” NI QGHUPRUJDQ FRP
PHGI D 'REXPHQWY &OI PDWHBAKDQJHB.OB6WDWHPHQW SGI

OHWKDQH (PLVVLRQ 5HGXFWLRQ 6WUDWHJILHV
‘H KDYH LPSOHPHQWHG RQH RU PRUH RI WKH IROORZLQJ DVVHW
HPLVVLRW D QXPEHU RI RXU IDFLOLWLHYV
+ SHUIRUP PDLQWHQDQFH DQG UHSDLUV RQ FRPSRQHQW OHDI
OHDN VXUYH\V SHUIRUPHG DW OHDVW DQQXDOO\
+ FRPPXQLFDWH SROLFLHY DQG SURFHGXUHV GHWDLOLQJ SUF
PDQDJHPHQW
+ PLQLPL]H PHWKDQH HPLVVLRQV IURP WUDQVPLVVLRQ SLSHO
" XVLQJ VOHHYHV DQG FRPSRVLWH ZUDSV ZKHQ UHSDLUL
PDNH QHZ FRQQHFWLRQV HOLPLQDWLQJ WKH QHHG IRU
" UHGXFLQJ WKH DPRXQW RI JDV ZLWKLQ WKH SLSHOLQH
WR EH HYDFXDWHG GXULQJ FHUWDLQ UHSDLUV RU WHVYV
FRQGXFW SHUIRUPDQFH EDVHG PRQLWRULQJ DQG UHSODFH]
XVH GU\ VHDOV IRU QHZ FHQWULIXJDO FRPSUHVVRU LQVWD(
FRQYHUW RXU UHFLSURFDWLQJ HQJLQH DQG WXUELQH JDV
FDWKRGLFDOO\ SURWHFW RXU SLSHOLQHV ZKLFK KHOSV SU
LQVWDOO HOHFWULFDOO\ RSHUDWHG JO\FRO SXPSV WR UHS
WHVW DGYDQFHG PHWKDQH HPLVVLRQ UHGXFWLRQ WHFKQR
GHWHFWLRQ DV ZHOO DV ODVHU DEVRUSWLRQ PRQLWRULQJ
LQFUHDVH WKH QXPEHU Rl PHDVXUHRHEGWVRYVIRPNWERQ H HF
IDFWRUV XVHG LQ RXU *+* LQYHQWRU\
LQVWDOO ORZ RU ]JHUR EOHHG QDWXUDO JDV SQHXPDWLF G
FROODERUDWH ZLWK FXVWRPHUV SHHUV WHFX QRO RODHWR U\

+H +H+ H+ H+ H +H

+H

s
s

JRU PRUH H[DPSOHV RI KRZ ZH LPSOHPHQW PHXWKDQH HPLV)
&RPPILWPHQW WR S5HGXFLOD\WHWWXGN YBPGW VDFW VKHHW D
Z77Z N1 QGHUPRUJIDQ FRP 6DIHW\ (QYLURQPHQW (6* &DVH 6WXGLF

OHWKDQH (PLVVLZREKBWR & RWLLHR\Q
‘H HQJDJH ZLWK SHHU FRPSDQLHVY DQG FXVWRPHUV WR VKDUH H
GHWHFWLRQ WHFKQRORJLHY DQG EHVW SUDFWLFHV ERWK RI Z}
WHFKQRORJLHY DQG HYDOXDWLQJ HPHUJLQJ WHFKQRORJLHV DC
+ WHVWLQJ GLIITHUHQW FRQILJXUDWLRQV RI LQIUDUHG DQG Ol
+ FRQWUDFWLQJ PXOWLSOH VHUYLFH SURYLGHUV ZKR XVH VH
DLUFUDIW WR FRQGXFW DHULDO P HMKPRGGE AW H BWDRFE WXUW
DSSUR[LPD®I®YV RI RXU QDWXUDO JDV SLSHOLQHV
+ HYDOXDWLQJ FRQWLQXRXV PHWKDQH GHWHFWLRQ DQG
$ XVLQJ 2*, FDPHUDV RU RWKHU (3$ DSSURYHG WHFKQRORJLH

,1*$% 2,1*$$% &OLPDWH 5HSRUW 3 ,1*$$ 1RY KWWSV 72z7Z LQJDD RUJ




&HUWDLQ IDFLOLWLHYVY LQ HDFK RI RXU EXVLQHVYVY VHIPHQWY DU
$6($ DV DSSOLFDEOH DQG WR IHGHUDO DQG VWDWH /'$5 UHJXO
HPLVVLRQV WR VDWLVI\ WKH UHTXLUHPHQWY RI WKHVH UXOHV X
XVH PRQLWRULQJ WRROV WR FRQGXFW OHDN VXUYH\V IRU ERWK

6LQFH WKH LQFHSWLRQ RI WKH (3$pV *+*53 RXU DQQXDO PHWKLEL
SURFHVVLQJ SODQWYV DQG WUDQVPLVVLRQ DQG VWRUDJH FRPSL
WKHVH IDFLOLWLHV ZH FRQGXFW PHWKDQH OHDN VXUYH\V XVLC(
WHFKQRM®RIVHY(3$ DSSURYHG PHWKRGV VXFK DV GLUHFW IORZ
UDWHV IURP FRPSUHVVRUVY DQG RWKHU FRPSRQHQWYV )RU FRP!
GHYHORS HQWLW\ VSHFLILF HPLVVZR @ RQEBR WVG L) RHFOM FPRNADH/ XIJI
DQQXDOO\ IRU WKH IROORZLQJ VRXUFHV ZKHQ DSSOLFDEOH
FRPSUHVVRU XQLW URG SDFNLQJ YHQWYV

FRPSUHVVRU XQLW EORZGRZQ DQG LVRODWLRQ YDOYH YHQ!
FRPSUHVVRU ZHW VHDO RLO GHJDVVLQJ YHQWYV
DWPRVSKHULF VWRUDJH WDQNV DQG

HTXLSPHQW SLSHOLQH FRPSRQHQWYV

+H H H H +H

ORQLWRULQJ IUHTXHQF\ DQG PHWKRGV YDU\ GHSHQGLQJ RQ IDF
PRQWKO\ TXDUWHUO\ RU DQQXDOO\ :H FRQGXFW /'$5 LQVSHF\
LRQL]DWLRQ GHWHFWRUV DQG RWKHU YWHRISGIRORIRQN SKH YR
LQIRUPHG DQG WKH OHDN LV DGEB® IWRH \@WH D RNLDU H RKUDGERNIHE
UHTXLUHG XQGHU DSSOLFDEOH UHJXODWLRQV RU IRU OHDNV L
UHPLQGHUV DUH VHQW TXDUWHUO\ XQWLO WKH OHDN LV UHSDLL

‘H DQWLFLSDWH HYDOXDWLQJ DQG SRWHQWLDOO\ LPSOHPHQWL
PHWKDQH HPLVVLRQ UHGXFWLRQ ZRUN SUDFWLFHYV DWHRXU QDW
UHSRUW RXU XVH RI VSHFLILF WHFKQRORJLHY DQG ZRUN SUDFW

2WKHU *+* (PLVVLRQV 5HGXFWLRQ (IIRUWYV

,Q DGGLWLRQ WR PHWKDQH HPLVVLRQ UHGXFWLRQV ZH KDYH LI
HPLVVLRQ UHGXFM DRIORVWERDOMHBIFH D IDNV L HV
GHYHORSHG SURFHGXUHV WR VKXW GRZQ RXU HTXLSPHQW \
RSWLPLIHG WHPSHUDWXUH FRQWUROV DQG SUHYHQWDWLYH
VKXW LQ RLO SURGXFWLRQ ZHOOV GXULQJ URXWLQH PDLQW
FD S WXW\HVGEW KPP FHUWDLQ SURFHVVHV WR UHGXFH IXHO FF
XVHG YDSRU UHFRYHU\ XQLWYV LQ OLHX RI YDSRU FRPEXVWL
UHGXFHG IODULQJ HPLVVLRQV E\

" LPSURYLQJ FRPSUHVVRU UHOLDELOLW\

" UH LQMHFWLQJ XQSURFHVVHG JDV ZKHQ SURFHVVLQJ H°

" DXWRPDWLQJ JDV FRQWURO

" LPSURYLQJ IODULQJ PHWHULQJ

" UHGXFLQJ IODUH DVVLVW JDV DQG

" RSWLPL]LQJ GRZQWLPH

+H +H+ H+ H+ H +H

(ITLFLHQW HTXLSPHQW XVHV OHVV HQHUJ\ WR PDLQWDLQ HTXLY
UHGXFH RXU HPLVVLRQV E\ LQFUHDVLQJ WKH HIILFLHQF\ RI RXU




‘H HPSOR\ B F&QUGHDWV 30DQW WKURXJIKUWRR YRS WXDPLRIH&ERQLW
IDFLOLW\ IRU XVH LQ RXU (25 RSHUWR MWRKHY DUWDRPARMSK MMKHD Q ,QH Q V
DQG LQMHFWHG DSHR{VYPDRW HPUHWU LERPRYPKLR I SAPRFHVV

7R UHGXFH WKH *+* HPLVVLRQV UHODWHG WR LQGLY LG6RCOVOWRHU
FRUSRUDWH KHDGMXDQWIRIMVEDNR LRRQFRXBWIGE\ WKH XVH RI ORFDC
2XU FXUUHQW IOH[LEOH DQG K\EULG ZRUN VFKHGXOHYV DUH DOV
HPSOR\HHVpy FRPPXWHYV

SHVHDUFK DQG '"HYHORSPHQW

(PLVVLRQ 5SHGXFWLRQ ,QGXVWU\ ,QLWLDWLYHYV DQG 6WXGLHYV
‘H SDUWLFLSDWH LQ VHYHUDO LQGXVWU\ LQLWLDWLYHYV UHJDUC
HIDPSOHV RI KRZ ZH DFWLYHO\ HQJDJH ZLWK YDULRXV WUDGH D
RXU H[SHULHQFH ZLWK PHWKDQH PRQLWRULQJ DQG PDQDJHPHQ
UHGXFWLRQV

f ,$% IRU '2(pV $53% ( 3BURMHFW
$V D SDUWLFLSDQW LQ WKH ,$% IRU '2(pV $53% ( BURMHFW
8QLYHUVLW\ RQ WKH GHYHORSPHQW RI D PHWKDQH HPLVVLF
QDWXUDO JDV OHDNV WKDW PLJKW RFFXU DW SURGXFWLRQ
7KLV WHVW VLWH SURMHFW LV SDUW RI WKH $53% ( OHWKDQ
7HFKQRORJ\ WR 2EWDLQ 5HGXFWLRQ SURJUDP 7KH JRDO L'
GHWHFWLRQ WHFKQRORJLHY WR PRUH SUHFLVHO\ DQG HIILF
DVVRFLDWHG ZLWK QDWXUDO JDV RSHUDWLRQV LQ RUGHU V
SDUWLFLSDWHG LQ PXOWLSOH DVSHFWV Rl WKH SURMHFW
f GHYHORSPHQW RI WKH WHVW VLWH
+ HYDOXDWLRQ RI WKH YDULRXV OHDN GHWHFWLRQ WHFK
$ SURYLGLQJ JXLGDQFH WR WKH WHVW VLWH GHYHORSHU
UHJXODWRU\ DSSURYDO RI WKHVH WHFKQRORJLHYV

7KH SURMHFW LGHQWLILHG VHYHUDO WHFKQRORJIDH® HIDNSD/E
ORFDWLRQ )XUWKHU GHYHORSPHQW DQG WHVWLQJ RI WHF
VXFFHVVIXO GHSOR\PHQW 7KH WHVWLQJ VLWH LV VWLOO X
GHWHFWLRQ VDIHW\ DQG RWHNUZHGO ® VP HR V XU DHFGNQ R/IQS 2*F
GHWHFWLRQ WUDLQLQJ

T 0(7(& ,QGXVWU\ $GYLVRU\ %RDUG
, Q ZH EHFDPH D PHPEHU RI WKH OHWKDQH (PLVVLRQV 7t
,QGXVWU\ $GYLVRU\ %RDUG 7KH ERDUG SURYLGHV EDVHOL
PHWKDQH HPLVVLRQ WHVW VLWH GLVFXVVHG DERYH 7KH I
PDLQWHQDQFH DQG GHYHORSLQJ FODVVHV DQG ZRUNVKRS\
GHWHFWLRQ PHWKRGV *XLGDQFH DQG VXSSRUW SURYLGHC
RU PRGLI\LQJ WKH WHVW VLWH WR VXSSRUW HPHUJLQJ PHW

¥f 1HZ <RUN 6WDWHpV (PLVVLRQ OHDVXUHPHQW 3URMHFW
‘H DUH SDUWLFLSDWLQJ LRWH &/HEHHOQYIPKHVUW X\8\ RDRIBEGXYV D W
IXQGHG E\ WKH 1HZ <RUN 6WDWH (QHUJ\ 5GHVHDUFK DQG 'HY
LV B RVWHU XQGHUVWDQG PHWKDQH HPLVVLRQV IURP PLGVMW




IDFWRKWVH RQH Rl WKH SURMHFW ZKLFK LQFOXGHG DHULD
DVVHWYV ZDV FRPSOHWHG LQ 3KDVH WZR Rl WKH SURM|
DQG VFDODELBKXWHN\WRKFRY WMPQRYLRAFKIPWBRWILHY ZDV FRQG
7KLV SKDVH HYDOXDWHG PXOWLSOH W\SHV RI IL[HG ORFDW.L
LQVWDOOHG DW PXOWLSOH SRLQWV LQ DQG DURXQG RXU FF
WKH SURMHFW UHVXOWYV

¥ 6WDQIRUG 1DWXUDO *DV ,QLWLDWLYH
‘H DUH DQ DIILOLDWH PHPEHU RI WKLY FROODERUDWLRQ RI
HQJLQHHULQJ VFLHQFH SROLF\ JHRSROLWLFDO DQG EXVL
LQLWLDWLYH ZRUNV ZLWK D FRQVRUWLXP RI LQGXVWU\ SDU
WKH NQRZOHGJH QHHGHG WR XVH QDWXUDO JDV WR LWV JU
EHQHILW $V DQ DIILOLDWH PHPEHU ZH KDYH DFFHVV WR L
ZLWK 6WDQIRUG IDFXOW\ DQG LQGXVWULDO FROOHDJXHV R(

t &KHQLHUH OLGVWUBDRIUDED *+*
Q ZH MRLQHG DFR@RBERMWDMW(LEBUJI\ ,QF VHYHUDO RV
RSHUDWRUV PHWKDQH GHWHFWLRQ WHFKQRORJ\ SURYLGHL
WR TXDQWLI\ PRQLWRU UHSRUW DQG YHULI\ *+* HPLVVLRGC
JDWKHULQJ SURFHVVLQJ WUDQMPLWR URBED OQIGY N RAR/E/T RH)\W
EHHQ UHSRUWHG E\ DJJUHJDWLQJ DFWLYLW\ EDVHG GDWD |
IDFWRUV IRU H[DPSOH IURP WKH (3$uV *+*53 )YDFWRU EDV
UHIHUUHG WR DV 2ERWWRP XRY:HEBH SRQGVE D HHERNDE BB HIAIQRIW HL (0
4059 SURJUDP LV LQWHQGHG WR LPSURYH WKH XQGHUVWDQ
GHSOR\PHQW RI DGYDQFHG PRQLWRULQJ WHFKQRORJLHV D
ZKLFK DUH VRPHWLPHV UHIHUUHG WR DV 2WRS GRZQ3® WHFK(

&KHQLHUH DQG JOREDO HPLVVLRQV UHVHDUFKHUV IURP &RC
7THIDG/HVLD@RS GRRZQVXUHPHQW SURWRFRO WR EH ILHOG WH\
RSHUWMQIWRUOLWLHY 6HOHFW SLSHOLQH VHIPHQWY DQG FRP
ORUJDQ /RXLVLDQD 3LSHOLQH DQG 1DWXUDO *DV 3LSHOLQF
WKLV SURMHFW

2Q0H RI WKH SURMHFW JRDOV ZDV WR XVH IXOO IDFLOLW\ *+7
WR HYDOXDWH DQG LPSURYH WKH ERWWRP XS *+* HPLVVLRC
IDFLOLWLH V+RZ MYWHUIE 8 HV X O WWKR Z VB MWKEOW YDULDQFH
UHWXRMIWKS @RZALL. DO PHDVWERRMHORWP IXEGY HQ W R UNKPIHWKRG\
LQGLFDWKISQWKDMNO PHDVXUHPHQWY RU RWKHU WRS GRZQ V
LQYHQWBGLMA.RQDO VFUHHQLQJ DQG PHDVXUHPHGWKRI DOO
VWXG\ LQEBKBEWWWR/S GRZQ PHREVRMHXHQW PERIKRIGRQDO WHYV
LPSURYHPHQWHE HHRQOE D EDQ ¥FRPSGOH[ PLGVWUHDP IDFLOLWL

7KH GROODU DPRXQWV ZH KDYH LQYHVWHG DQQXDOO\ LQ UHVHL
HPLVVLRQV DQG FOLPDWH FKDQJH DUH SURYLGHG EHORZ 7KH

UHODWHG SURMHFWY WKURXJK 35&, 21( )XWXUH DQG WKH 6WD
LOQYHVWPHQWY LQ WKH &KHQLHUH OLGVWUHDP 4059 *+* 3URMHF)

%URZQ -HQQD HW DO 2,QIRUPLQJ PHWKDQH HPLVVLRQV LQYHQWRULHV X\
IDFLOLWLHYV 3 &KHPS5[LY YHE KWWSV FKHPU[LY RUJ HQJDJH FKHPUJLY




OHDVXUHPHQW SURMHFW DQG SLSHOLQH K\GURJHQ IHDVLELOLMW

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQGV

5HVHDUFK DQG GHYHORSPHQW LQYHVWPHQWY LQ *+* HPLVVLRQV DQG RWKHU
FOLPDWH FKDQJH UHODWHG SURMHFWYV
&&86

‘H SDUWLFLSDWH ZLWK RWKHU RUJDQL]IDWLRQWWR [DBGB¥DAFHH &
FROODERUDWH ZLWK WKH (QHUJ\ $GYDQFH &HQWHU DQ HQHUJ\
PHHWYV UHJXODUO\ WR GLVFXVV &&86 PDWWHUV DW WKH IHGHUD

,QGXVWU\ DQG $JHQF\ 3DUWLFLSDWLRQ

2XU HPSOR\HHV KDYH XQGHUWDNHQ OHDGHUVKLS UROHV LQ WK
I[URP ODWH WR DQG IURRIRP WRURXJRQH RI RXU HPSOR\
&KDLU RI WKH (QYLURQPHQWDO &RPPLWWHH XQGHU ZKLFK WKH

‘H KDYH FROODERB®P WHO &ZH MK WRAMWLWXWLRQV R BHRWKKHIH L Q
HPLVVLRQ UHGXFWLRQVY DQG PDQDJHPHQW VWUDWHILHVY WR LG
PHWKDQH HPLVVLRQ UHGXFWLRQV DW QDWXUDO JDV WUDQVPLV

Q ZH FRQVBSIDQYWHG RMENYZ RRRURY &LW\ OD\RUpV 21ILFH RI 5HVL
ZKLFK ZDV HVWDEOLVKHG WR
+ LGHQWLI\ FULWLFDO LQIUDVWUXFWXUH LQ 1HZ <RUN &LW\ W
FKDQJH
+ IDFLOLWDWH NQRZOHGJH VKDULQJ DQG GHYHORS FRRUGLQTE
DQG
+ GHYHORS ILQGLQJV DQG UHFRPPHQGDWLRQV

‘H DOVR VXSSRUW $UL]JRQDuV &OLPDWH &KDQJH $FWLRQ 30DQ W
SURJUDP FDOOHG 7UHHV IRU 7KBO¥RQ LQ ZKAKDR/M BRQVROLE X W H G
DSSUR[LPDWMOMBWKH 7XFVRQ PHWUHRSROUWB Y KM \QN HUR&R |
&2 LQ WKH DWPRVSKHUH

(QHUJ\ ODQDJHPHQW
*5 *5 *5 *5 &'3 & &'3 & D

2QH RI WKH PRVW LPSDFWIXO ZD\V ZH UHGXFH RXU RYHUDOO HP
3HU RXU 206 ZKLFK LV GHVFBHEMWGE RO Q@ D HHDRAHHBEVIGE MMM B LIQMD E L C
SHSROW VWULYH IRU FRQWLQXRXV LPSURYHPHQW LQ RXU HQHUJ
HQHUJ\ PDQDJHPHQW LQLWLDWLYHYV

‘H HPSOR\ HQHUJ\ PDQDJHPHQW SHUVRQQHO ZKR RYHUVHH PXO\
PLQLPL]H HQHUJ\ FRVWY DQG PRQHWL]H RXU UHGXFWLRQV LQ H




'"HPDQG 5HVSRQVH

‘H SDUWLFLSDWH LQ FXUWDLOPHQW DQG GHPDQG UHVSRQVH SU
FRQVXPSWLRQ DW D GHWDLOHG OHYHO ZH DUH DEOH WR UHGXF
JuLGvY bW WKH UHTXHVW RI ORFDO HOHFWULF JULG RSHUDWRUYV
DQG XWLOLW\ UHOLDELOLW\ SURJUDPV LQFOXGLQJ WKH %DVH ,(
S5HOLDELOLW\ &RXQFLO RI 7H[DV (PHUJHQIO \BRI \EDRIQWHE 6 BW HF IHC
&RLQFLGHQW 3HDN SURJUDP LQ 7H[DV ZKLFK UHOLHV RQ LQFHC
ORZ

(QJLQHHULQJ 'HVLJQ

‘H KDYH UHGXFHG HQHUJ\ FRQVXPSWLRQ E\ RSWLPL]LQJ RXU SL
XVH OHVV HQHUJ\ ZKLOH PD[LPL]LQJ RXWSXW )YRU H[DPSOH ZH
SXPSV WR LPSURYH SLSHOLQH IORZ FRQWURO DQG LQFUHDVH H
DOORZ XVRBRPPRBLUWFLHAP\SRKROWSHHG DQG UHGXFH VXUJHV W

‘5%

‘H XVH '5$ WR UHGXFH HQHUJ\ FRQVXPSWURQXEHR XU LAFWIXR G \L @
SLSHOLQHDNMOQZREWKXVY WR PRYH PRUH SURGXFW WKURXJK RXU SL.
'5$ UHGXFHV RXU HOHFWULFLW\ QHHGY DQG DOORZV XV WR UHG
XQQHHGHG SXPS VWDWLRQV RU DYRLG FRQVWUXFWLRQ RI QHZ

Q RXU GHSOR\PHQW RI '5$ LQ RXU 3URGXFWV 3LSHOLQHV EX
*K RI HOHFWULFLW\ FRQVXPSWLRQ PDKIQF R LHTHK BRISWM\E R UM K IV DX¥
URXJKO\ HTXLYDOHQW WR H HPIPHWRBOR WRAVGEH& 2ZKLFK LV FR
HOHFWULFLW\ XVHG E\ DSSUR[LPDWHO\ KRPHV IRUDEQH \WHD
RI IRWHVRQH \HDU

21 ILFHV DQG %XLOGLQJV

‘H FRQWLQXH WR VHHN ZD\V WR LPSURYH RXU HQHUJ\ HIILFLHQF
KHDGTXDUWHUV EXLOGLQJ LV /((" *ROG FHUWLILHG ORVW RI Wk
DQG LQ VHYHUDO RI RXU OHDVHG RIILFH VSDFHV LV RQ7TZRWRPI
RI RXU RIILFH IDFLOLWLHV XVH /(' OLJKWLQJ DQG ZH KDYH RQJR
EXOEV ZLWK /(" OLIJKWLQJ DW PDQ\ RI RXU RWKHU IDFLOLWLHV \V

(OHFWULFLW\ &RQVXPSWLRQ

, Q ZH HQWHUHG LQWR D WZR \HDU UHWDLO SRZHU DJUHHPHQ
DFTXLUHG DQ (PLVVLRQ )UHH (QHUJ\ &HUWLILFDWH IURP 3-0 (P
KDYH DSSOLHG WR WKH HOHFWULFLW\ FRQVXPSWLRQ DW WKUHF
HPLVVLRQ IUHH HQHUJ\ DV HOHFWULF SRZHU IURP D JHQHUDWL(
HPLVVIZRQRXJK WKHVH WZR VRXUFHV ZH ISXUERKQ WH-GERD SN [RKERL
I[UHH SRZHU IHQFRQWLQXH WR H[SORUH DGGLWLRQDO RSSRUWXQ

7R FDOFXODWH WKH DYRLGHG HQHUJ\ FRQVXPSWLRQ LQ HDFK SLSHOLQH D
HVWLPDWHG HQHUJ\ XVDJH ZLWK XQWUHDWHG IULFWLRQ ORVV O0ODLQ OLQH ¢
XWLOL]DWLRQ IRU WKH \HDU

7KH HTXLYDOHQW QXPEHU RI KRPHVY DQG WUHH DFUHDJH LV FDOFXODWHG X
(3% 2*UHHQKRXVH *DV (TXLYDOHQFLHVY &DOFXODWRU 3 (3% 0DU KWW
HTXLYDOHQFLHVY FDOFXODWRU!




2XU HOHFWULFLW BRQYKBHWILHRHORZ

<HDU (QG 'HFHPEHU

,Q *:K
7TRWDO HOHFWULFLW\ FRQVXPSWLRQ D E

D 7RWDO HOHFWULFLW\ FRQVXPSWLRQ LV I[URP SXUFKDVHG SRZHU IRU WKH DVVHWYV
E 7KHUH ZHUH QR VLJQLILFDQW GLVFRQWLQXHG RSHUDWLRQV LQ RU

S5HQHZDEOH (QHUJ\

‘H KDYH SURJUDPV WR PDNH HQHUJ\ HIILFLHQF\ LPSURYHPHQWYV
FDUERQ WHFKQRORJLHV ZKHUH DQG ZKHQ HFRQRPLFDOO\ IHDVL
IDFLOLWLHV LV SRZHUHG WKURXJK VRODU SDQHOV LQVWDOOHG
IDU IURP DQ H[LVWLQJ HOHFWULF JULG WKHVH LQVWDOODWLRGC
SHUVSHFWLYH DQG FRV® VDXHGEFRONY Y & IGFIVIYOHA| [RA DUMH)ONZ D E O |
HQHUJ\ IURP WKH VRODU SDQHOV ZH RSHUDWH. FRARZRIDWIRRIGOIE W

7KH DPRXQW RI UHQHZDEOH HQHUJ\ FRQVXPHG IURP WKH VRODL

,Q 0:K
5HQHZDEOH HQHUJ\ FRQVXPHG IURP WKH VRODU SDQHOV ZH RSHUDWH D

D 7KH UHQHZDEOH HQHUJ\ ZH FRQVXPHG IURP WKH VRODU SDQHOV ZH RSHUDWH LV F
39:DWWIBOFXODWRU

6FRSH (PLVVLRQV
*5, *5, &'3 &

6FRSH HPLVVLRQV DUH RWKHU LQGLUHFW *+* HPLVVLRQV IURP
FKDLQ WKDW DUH QRW RZQHG RU FRQWUROOHG E\ XV DQG DUH
&DOFXODWLQJ DQG UHSRUWLQJ 6FRSH HPLVVLRQV LV FRPSOH]
VRXUFHV VRPH RI ZKLFK DUH GLIILFXOW WR PHDVXUH RU HVWLI
PD\ EH UHSRUWHG E\ RWKHU FRPSDQLHYV DV 6FRSH RU HPLVV
HPSOR\HH EXVLQHVY DLU WUDYHO PD\ EH UHSRHWUHIS EX WUWH Q WO
HYDOXDWLQJ WKH IHDVLELOLW\ RI UHSRUWLQJ RXU 6FRSH HPL

‘H FRQWLQXH WR LQFUHDVH RXU KDQGOLQJ Rl ORZHU FDUERQ I;
WKDW FRQWULEXWH WR ORZHUXUOREDIOY HRLUVLRQW KQQGOLQJ
DQG ELRGLHVHO DQG 51* FRQWULEXWHG WR WKHP DU R L B Q GPRHHWI
WRQV RI &% DGGLWLRQ ZH KDYH DQQRXQFHG SURMHFWYV VWDU!
SRWHQWLDOO\ FRQWULEXWBRNVP @ RBHEYRLGCO QEG RMWIHLEXWRQ R
DQQXDDINVH DFWH CLHVIEHMERH® FQU DQ VLW LR Q FSILWEK }$ G B © RUW

(VWLPDWHG UHQHZDEOH HQHUJ\ FRQVXPHG LV HTXDO WR WKH DPRXQW JHQ
WKH 1DWLRQDO 5HQHZDEOH (QHUJ\ /DERUDWRU\uV 39:DWWVS &DOFXODWRU
&DOFXODWRU 1DWLRQDO 5HQHZDEOH (QHUJ\ /IDERUDWRU\ 6HS K




*+*5HGXFWLRQV DQG 7DUJHWYV

*+* SBHGXFWLRQV
*5, &'3 &

2XU YROXQWDU\ *+* HPLVVLRQ UHGXFWLRQV YROXPH RI YROXQ\
HVWLPDWHG YDOXH RI QDWXUDO JDV VDYHG DUH SURYLGHG EHC

<HDU (QGHG 'HFHPEHU

9ROXQWDU\ *+* HPLVVLRQ UHGXFWLRQW PLOOLRQ PHWULF WRQV &2
9ROXPH RI YROXQWDU\ PHWKDQH HPLVVLRQ UHGXFWLRQV %FI E F
(VWLPDWHG YDOXH RI QDWXUDO JDV VDYHG PLOOLRQV G

D *+* HPLVVLRQ UHGXFWLRQV DUH PHWKD QHHHAKLH VUIHBE® W\N B GERRLHR®D R @ QA B LRW H GL W\

PHWKDQH ZHUH GLUHFWO\ HPLWWHG WR WKH DWPRVSKHUH *+*53 6XESDUW : ,3&&

PHWKDQH VFI PXOWLS®HWMWXEBEQH GHRYUW\ PXOWLSOLHG E\ PHWULF WRQ\

PXOWLSOLHG E\ P IS\WULFHWRQF WRQ (PHWKIDRYHUHGXFWLRQ YDOXHV XVLQJ D *:3 R
DUH DQGPLOOHR/@ IPF WMRQW\WRHFWLYHO\

E OHWKDQH FRQWHQW RI SLSHOLQH TXDOLW\ QDWXUDO JDV LV HVWLHPG®XWFGE. B/ St
FDOFXODWLRQV XVH PHWKRGRORJLHV VSHFLILHG E\ WKH (3% 1DWXUDO *DV OHWKD!
SURJUDPYV

F OHWKDQH HPLVVLRQ UHGXFWLRQV LQFOXGH UHGXFWLRQV IURP FRPSUHVVRU VWDW
HOHFWULF PRWRU LQVWDOODWLRQV DQG DOWHUQDWLYH SLSHOLQH PDLQWHQDQF

G 7KH HVWLPDWHG YDOXH Rl QDWXUDO JDV VDYHG IURP PHWKDQH HPLVVLRQ UHGXF\
SULPIRU WKLY SUSABKRXVDQG IW

*+* TDUJHWYV
&'3 &

OHWKDQH (PLVVLRQ ,QWHQVLW\ 7DUJHW

7KURXJK 21( )XWXUH ZH KDYH FRPPLWWHG WR DFKLHYLQJ D PH!
RXU QDWXUDO JDV WUDQVPLVVLR Q@ HD\W KDWRIMLINEY R B 6 UTMWMHRGWL
PHWKDQH HPLVVLRQV DV D SHUFHQWDJH RI WRWDO YROXPHV RI
DOORFDWLRQ RI WKH 21( )XWXUH WDUJHW RI UHSUHVHQWYV
EDVHOLQH WUDQVPLVVLRQ DQG VWRUDJRR @& KWWK MH WPDHQIW W
FRPPLWWHG WR UHGXFLQJ PHWKDQH HPLVVLRQV ZKLOH PDLQW
FXVWRPHU LPSDFWV

2XU PHWKDQH HPLVVLRQ LQWHQVLW\ WDUJHW DQG SURJUHVV W

<HDU (QGHG 'HFHPEHU

OHWKDQH HPLVVLRQ LQWHQVLW\ UDWH WDUJHW D
OHWKDQH HPLVVLRQ LQWHQVLW\ UDWH D

D 7KH HPLVVLRQ LOQWHQVLW\ UDWH LV FDOFXODWHG E\ GLYLGLQJ RXU QDWXUDO JDV
WUDQVPLVVLRQ DQG VWRUDJH WKURXJKSXW OHWKDQH HPLVVLRQV DUH FDOFXOD

86 (QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ 28 6 1DWXUDO *DV &LW\JDWH
86 (QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ KWWSV ZZZ HLD JRY GQD

21( )XWXUH &RDOLWLRQ 20HWKDQH (PLVVLRQ (VWLPDWLRQ 3URWRFRO Y 3
RQHIXWXUH XV ZS FRQWHQW XSORDGV 21( )XWXUH 3URWRFRO SGI!




Q DQG ZH SHUIRUPHG EHWWHU WKDQ RXU WUDQVPL
LOWHQVLW\ WOQJHW RIXU PHWKDQH HP L \DW ISFER LLOPWD WGNOLW\ LODRVZ |
WKDQ RXU WDUJHW DQG ORZHU WKDQ WKH WUDQVPLVVLR!

$GGLWLRQDOO\ PDQ\ RI WKH FRPSDQLHY WKDW RSHUDWH DVVH
WKHLU RZQ PHWKDQH UHGXFWLRQ WDUJHWYV RU PRWWIKG@HPHMWEX
HPLVVLRQV LQ IURP WKHVH WKLUG SDUW\ RSHUDWHG DVVHW
DGRSWHG PHWKDQH HPLVVLRQ UHGXFWLRQ WDUJHWYV RU PHWKLEL

&RPSUHMNBWLRQ /HDN 6XUYH\ 7DUJHW

, Q YHFFHVVIRRO\WHWHW VHW LQ WKDW E\ WKH HQG RI

OHDN VXUYH\V DW RI RXU WKHQ RZQHG QDWXUDO JDV WUDQ"
ZH FRQWLQXHG WR FRQGXFW DQQXDO RU TXDUWHUO\ OHDN

FRPSUBMWYRWLRQV

Q ZH VHW DQ DGGLWLRQDO WDUJHW WR FRQGXF VD FOWL OH DV W
QDWXUDO JDV JDWKHULQJ DQG ERRVWLQJ ,KRP S URZAN RAKAAW WD IUF
HDUO\ VXUYH\LQJ RI RXU QDWXUDO JDV JDWKHULQJ DQG ER

6KRUW 7THUP OHWKDQH 5HODWHG *+* (PLYDNUBRQWONL.WLIDWLRQ DQC
2XU VKRUW WHUP *+* HPLVVLRQ UHGXFWLRQ WD UKDV HW R Q SIDYC
RXU DQQXDO *+* UHGXFWLRQ WDUJHW IRWRXWDFK RHKFWWH GXIFWW\ RN
Rl %FI Rl PHWKDQH HPLMVKRQDWH&XN\FWIRRQVPLGO2ROQFRHVDWOL F V
PHWKDQH HPLVVLRQ UHGXFMIFRMAWR Q'8 H THIERR W RE@RNYWOH @ DL O LV
5HSRURW ZH KDYH VHW D VKRUW WHUP *+* UHGXFWLRQ WDU.
UHGXFWLRQV HTXLYDOHQW WR DSSURHPDWHO\ PLOOLRQ PH

2XU WDUJHW DQG DFWXDO DQQXDO *+* UHGXFWLRQV DUH SURYL

<HDU (QGHG 'HFHPEHU

,Q PLOOLRQ PHWHLF WRQV RI &2
7DUJHW *+* UHGXFWLRQV D
$FWXDO *+* UHGXFWLRQV D E

D SHGXFWLRQV DUH HPLVVLRQV PLWLIJDWHG RU DYRLGHG WKDW ZRXOG RWKHUZLVH |

E 7KR&2H LV EDVHG RQ D *:3 RI LIl WKH PHWKDQH ZHUH GLUHFWO\ HPLWWHG WR WKt
3DUW (TXDWLRQ : PHWKDQH VFIPHPWRWWQI GHEGYVEWY PXAWLWOLHG E\ P
PHWULF WRQV FRQYHUVLRQ PX©OWHYORHW WH\F WRHNVRHW K\DRIH &3

OHGLXP DQG /RQJ 7HUP *+* (PLVVLRQ 5HGXFWLRQ 7DUJHWYV

‘H EHOLHYH WKDW RXU DVVHWYVY DUH ERWK YDOXDEOH WR RXU E
SURYLGHVY VWDNHKROGHUYV LQ WKH 8QLWHG 6WDWHY DQG DURX:!
GXULQJ WKH WUDQVLWLRQ WR DV ZHOO DV LQ D QHW ]JHUR ZRL
DIIRUGDEOH DQG FOHDQ HQHUJ\ SURGXFWV RI WRGD\ DQG WKH
HQHUJ\ WUDQVLWLRQFIWULIRS@BEHMVEUHQHRB RRI2WIK K VB H B R/BIW\

‘H EHOLHYH WKDW UHGXFLQJ *+* HPLVVLRQV LQ RXU RSHUDWLR
PHDQLQJIXO RSSRUWXQLWLHYV WR SDUWLFLSDWH LQ WKH HQHUJ
a RXaL( )XWXUH FRPPLWPHQW




4 LQYHVWLQJ LQ RXU HQHUJ\ WUDQVLWLRQ YHQWXUHV JURXS
EXVLQHVV

LQYWLQJ LQ FDUERQ FDSWXUH DQG VWRUDJH

GHSOR\LQJ DQG LQVWDOOLQJ YDSRU UHNFRKH UH XOBESVUR R HD
LQFOXGLQJ HVWLPDWHG 6FRSH DQG HPLVVLRQV LQ RXU
SDUWLFLSDWLQJ LQ HPLVVLRQV PRQLWRULQJ RU PHDVXULQ
XQGHUWDNLQJ UHVHDUFK RQ WUDQVSRUWLQJ DQG VWRULQ.
H[SORULQJ VRODU SRZHU RSSRUWXQLWLHYV

+H +H+ H+ H+ H

$V GHVFULEHG BHF®RERQL]LQJ RXU ODUJHU ZH* KHPYN XU R&HVRXON
ZLOO FRQWLQXH WR XQGHUWDNH DQDO\VLY DQG DGGLWLRQDO \
6FRSH *+* HPLVVLRQV )XUWKHU ZH SODQ WR ORRN IRU RSSR
DV LQFUHDVLQJ RXU XVH RI JUHHQ SRZHU ZKHQ UHQHZLQJ SRZH

:KLOH DVSLUDWLRQDO DEVROXWH RU QHW JHUR *+* HPLVVLRQV
ZH GR QRW EHOLHYH WKDW H[LVWLQJ WHFKQRORJ\ DQG HFRQRP
UHGXFWLRQ MPRWP BIWARAHENW LHYH WKDW DQ\ FRPPLWPHQW ZH PDN
RYHU WKH PHGLXP RU ORQJ WHUP VKRXOG EH EDVHG RQ D FOH
UHDVRQDEO\ ZIRMKXQQOBRZY KFQWR PDLQWDLQ DQG JURZ RXU EXVI

$V WKLUG SDUWLHYVY GHYHORS QHZ DQG FRVW HIIHFWLYH WHFKQ
WR ORRN IRU RSSRUWXQLWLHV WR GHSOR\ WKRVH WHFKQRORJL
GHYHORSPHQW RI WKRRMMHRRIPEIOQ@QREBNRIDEEG ARWHUQPHQW VSRQVR
FRPPLUWBIWRHNQQXDOO\ WKH IHDVLELOLW\ RI VHWWLQJ PHGLXP D
RSHUDWLRQV DV VXFK QHZ DQG FRVW HIIHFWLYH WHFKQRORJLI

'"HFDUERQL]LQJ RXU ODUJHU *+* HPLVVLRQ VRXUFHV

, Q ZHVWDEOLVKHG D FURVYV IXQFWLRQDO HPSOR\HH JURXS W
DQG GHWHUPLQH WKH IHDVLELOLW\ Rl UHGXWV¥IMXRZ HP WKH RFX\
EHORQ RXU ODUJHVW VRXUFHV ZHUH 6FRSH FRPEXVWLRQ HPL
HPLVVLRQV DQG 6FRSH HPHONERQYHIUWRP SXUFKDVHG




&RPEXVWDRVMXUDO *DV )LUHG &RPSUHVVRUV

2XU ODUJHVW VRXUHH R¥DRAVIURP FRPEXVWLQJ QDWXUDO JDV V
QDWXUDO JDV ILUHG FRPSUHVVRU VWDWLRQV LQ RXU 1DWXUDO
PDGH XS Rl RXU FRPELQHG 6FRSH DQG *+* HPLVVLRQV :H
IHDVLELOLW\ RI UHGXFLQJ WKHVH HPLVVLRQV SULPDULO\ E\ HO

2XU IHDVLELOLW\ UHYLHZ LQFOXGHG WKH IROORZLQJ SULPDU\ F
4 UHSODFHPHQW FRVW
4 FRPSDUDELOLW\ DQG UHOLDELOLW\ Rl RSHUDWLRQV DQG
4 SRWHQWLDO UHGXFWLRQ LQ *+* HPLVVLRQV

SHSODFHPHQW FRVW

2XU 1DWXUDO *DV 3LSHOLQHV EXVLQHVYV VHIPHQW FRPSUHVVRU
KRUVHSRZHU ‘H HVWLPDWRX®BEYYWUWIOHIBRN VAR MU HHUBORE HOHH
FRPSUHVVLRQ ZRXOG DYHHUKRUVABBZKHUQFOXGHY HVWLPDWH
XSJUDGHG HOHFWULF SRZHU IDFLOLWLHWWNRW KBBIYL KR UWKE RMOH
UHSODFHP HAVQMWEHRIS HEAGHAH RMOVHXYULDEOHYV LQFOXGLQJ FRPSUHVYV
UHSODFHG DYDLODEOH IDFLOLW\ VSDFH FRPPIHURLPRIORKRIZ HOF ID(
DUH ORFDWHG LQ UXUDO DUHDV ZKHUH WKH ORFDO XWLOLW\ GF
HOHFWULFLW\ QHHGHG WR SRZHU RXU FRPSUHVVRU VWDWLRQV
HISHFW XV WR SD\ LQ DGYDQFH IRU DGGLWLRQDO IDFLOLWLHYV C
UHFRYHULQJ WKHLU FRVWY RYHU WLPH WKURXJK UDWHYV FKDUJ}
QDWXUDO JDV ILUHG FRPSUHVVRUV XVHG LQ RXU 1DWXUDO *DV
FRPSUHVVRUV LQFOXGLQJ DVVRFLDWHG HOHFWULFLW\ XSJUDG|
RXU FXUUHQW PDUNHW FDSLWDOL]DWLRQ 'H ZRXOG KDYH QR D
WKURXJK UDWHYV FKDUJHG WR FXVWRPHUV




&RPSDUDELOLW\ DQG UHOLDELOLW\ RI RSHUDWLRQV

2XU QbWXUDbO JbV SRZHUHG FRPSUHVVRUV KDYH DFFHVV WR [X}
EHFDXVH WKH\ DUH IXHOHG E\ D SRUWLRQ RI WKH QDWXUDO JD\
WR XVLQJ HIWHUQDO SRZHU IRU HOHFWULF SRZHUHG FRPSUHVYV
SRZHU IDFLOLWLHY DV GLVFXVVHG DERYH EXW DOVR VLJQLILFD
KLJKHU RSHUDWLQJ FRVWYV ,QFUHPHQWDOO\ LI DOO RU D VLJC
HOHFWULF WKHQ WKH FRPSUHVVRUV WKDW SRZHU RXU QDWXUL
EDFNVWRS LOWHUPLWWHQW VRXUFHV OLNH ZLQG DQG VRODU Z
DGYHUVHO\ DIITHFW SRZHU JHQHUDWLRQ UHVLGHQWLDO DQG LQ
SRZHUHG FRPSUHVVRUV WR PRYH QDWXUDO JDV WR SRZHU SOD¢
V\VWHP EHFDXVH LI SRZHU LV ORVW WR WKH FRPSUHVVRU VWD
DOVR EH ORVW LPSDLULQJ UHVWRUDWLRQ RI SRZHU WR WKH FF

SRWHQWGXBGWLRQ LQ *+* HPLVVLRQV
$ IXUWKHU FRP S O/ZA.DVWVFIKRRIPLY DWMKDM O JDV FRPSUHVVLRQ WR HO|
VLPSO\ H[FKDQJH 6FRSH HPLVVLRQV IRU 6FRSH HPLVVLRQV

ZRXOG EH JHQHUDWHG E\ H\ORIGWRUIE B Z5HRRAM U L § UFRRPYSABHDAKDRAUNV/UZ R |
WKDQ WKH 6FRSH HPLVVLRQV JHQHUDWHG E\ WKH QDWXUDO JIL
UHGXFLQJ RXU FRPELQHG 6FRSH DQG 6FRSH HPLVVLRQV DOQ\
UHTXIGHHQWLI\LQJ DMRX SHHRFRULHQIHFWULFLW\ ZLWK ORZHU *+* HI
WKRVH RI RXU QDWXUDO7KB \D YIDLFO® EGR SORAHMARHBYLVVLRQ HOHF
OULRVHG LQDQXGSBW\QRWHG D ER Y$H) RDVUKHH O HRVSW U FEQX IITRROINGH BHH VIR Z |
HQHUJ\ FUHGLWY +RZHYHU UHQHZDEOH HQHUJ\ FUHGLWYV PD\
DYDLODEOH LQ VXIILFLHQ VFRWMKOWL R'X WY HD DG VWION LFD BHQ HIL W V

%DVHG RQ RXU DQDO\WLY ZH GHWHUPLQHG WKDW D ODUJH VFD!
ZLWK HOHFWULF FRPSUHVWYIDR/Q E&YHQ\R YWVWH RRKQRBEEKBIBONKLY FRQF
EDVHG RQ WKH HVWLPDWHG FRVW WKH XQFHUWDLQW\ RI REWD|
RQ RXU RSHUDWLRQV DQG RSHUDWLQJ H[SHQVHV DQG WKH UHC
*+* HPLVVLRQV WKDW LV OLNHO\ WR UHVXOW

:KLOH ODUJH VFDOH WUDQVIRUPDWLRQ RI RXU QDWXUDO JDV IL
ZH DUH FRQWLQXLQJ WR ORRN IRU RWKHU zZzD\V WR PDNH SURJU
KDYH VRPH HOHFWULF FRPSUHVVRU VWDWLRQV LQ RXU 1DWXUD
EHIXQ HYDOXDWLQJ WKH HFRQRPLF IHDVLELOLW\ RI XVLQJ VRPI
RXU 1DWXUDO *DV 3LSHOLQHV EXVLQHYVXHD PBBWNVO L WX ERM HHFXW W
RXU FXVWRPHUVu ZLOOLQJQHVV WR XQGHUZULWH LQFUHPHQWD
FRQWLQXH WR HYDOXDWH UHSODFLQJ H[LVWLQJ QDWXUDO JDV |
WHFKQRORJ\ GHYHORSY FDUERQ HPLVVLRQV RI WKH SRZHU JHQ
LQIOXHQFH WKH HFRQRPLF IHDVLELOLW\ RI UHSODFLQJ VXFK QTC

‘H DOVR UHYLHZHG WKH IHDVLELOLW\ RI VRCOER¥ZRHAHHAE @D WKW V HI
JHQHUDWLQKDWFARXWE HMWG WR EH ORFDWHG QHDU RXU IDFLOI
WZHQW\ ODUJHVW *+* HPLWWLQJ FRPSUHVVRU VWDWLRQV LQ
VWDWLRQV ‘H HVWLPDWHG WKH HOHFWULFLW\ WKDW ZRXOG E}
WRWDO KRUVHSRZHU JHQHUDWHG E\ WKHVH QBWWXXDLA J DNVKIH WHR
SRZHUHG HOHFWULF JHQHUDWLQJ IDFLOLWLHYV ZRXOG JHQHUDW
QHHG WR DFTXLUH URXJKO\ DQ DGGLWLRQDO DFUHV EH\RQG
VLWHV WR LQVWDOO VRODU DUUD\V




‘H GR H[SHFW WKDW LQ WLPH WKLUG SDUWLHV ZLOO GHYHORS
UHGXFH RU FDSWXVHMLWRN &2RP RXU QDWXUDO JDV ILUHG FRPSL
VHTXHVWHU WKRVH HPLVVLRQV LQ DQ HQYLURQPHQWDOO\ IULH ¢
ZRUNLQJ ZLWK WKLUG SDUWLHYVY LQ DQ HIITRUW WR EH D SDUW R

*LYHQ WKDW WKH RSWLRQ RI HOHFWULI\LQJ DOO RXU QDWXUDO
ZH EHOLHYH LW WR EH SUXGHQW WR PDLQWDLQ RXU IOHHW RI Q
FRXOG SURYLGH PHDQLQJIXO DQG FRVW HIIHFWLYH ZD\V WR UH
PHDQWLPH ZH ZLOO FRQWLQXH WR IRFXV RQ IXUWKHU UHGXFLC
RSHUDWLRQV DV GLVFXVVHG EHORZ DQG ZKHQ VSHQGLQJ FDSL
JDV ILUHG FRPSUHVVRUV LQ RXU 1DWXUDO *DV 3LSHOLQHV EXVI
XVLQJ HOHFWULF FRPSUHVVRUVY :H DOVR ZLOO FRQWLQXH WR |
ZHH LOYFG HVBEKEH® IRU RSSRUWXQLWLHY WR UHGXFH RXU 6FRSH D C

9HQWHG DQG )XJLWLYH (PLVVLRQV

9HQWHG HPLVVLRQV WKDW SULPDULO\ UHVXOW IURP QDWXUDO .

SULPDULO\ UHVXOW IURP FRPSRQHQW OHDNV LERXSULEW X U DD
UHVSHFWLYHO\ RI RXU 6FRSH DQGBHG»%PLIQRLWYXHR G VP HYWK

HPLVVLRQV LV LPSRUWDQW WR FRPEDW FOLPDWH FKDQJH LQ Wk

PRUH SRWHQRQWKDQHM®U WLPH KRUL]JRQ DQG WZHQW\ HLJKW WL

KRUL]JRQ

7R VDIHO\ SHUIRUP ZRUN RQ D VHFWLRQ RI RXU QDWXUDO JDV S
VHFWLRQ RI SLSH 7KLV FDQ EH DFFRPSOLVKHG E\ EORZLQJ GR
GRZQ WR DQRWKHU VHFWLRQ RI SLSH 3XPSLQJ GRZQ WKH JDV
GRZQ WKH JDV EXW SXPSLQJ GRZQ UHVXOWY LQ ORZHU *+* HPL\
KDYH LPSOHPHQWHG D SURFHVV RI SXPSLQJ GRZQ RXU SLSHOLG
PDLQWHQDQFH SURMHFWY K\GURVWDWLF LQWHJULW\ WHVWLQJ
XQSODQQHG QDWXUDO JDV SLSHOLQH EORZGRZQV ZKHQ QHFHV\

‘H SHUIRUP OHDN VXUYH\V DW FRPSUHVVRU VWDWLRQV ZLWKLQ
KHOS LGHQWLI\ IXJLWLYH HPLVVLRQ VRXUFHVY 7KHVH OHDN VXI
SHUIRUPLQJ PDLQWHQDQFH DQG UHSDLUV RQ OHDNV LGHQWLILHE
I[URP IXJLWLYH VRXUFHVY ,QFUHDVLQJ WKH IUHTXHQF\ RI OHDN
UHGXFWLRQV EHFDXVH OHDNV ZRXOG EH LGHQWLILHG DQG UHSI

'H SODQ WR FRQWLQXH WR LQFUHDVH RXU XVH RI SXPS GRZQV F
ZLOO EHJLQ WUDQVLWLRQLQJ IURP DQQXDO WR TXDUWHUO\ OHCL
FRPSUHVVRU VWDWLRQV LQ DQG H[SHFW WR KDYH DOO RI RX
VXUYH\HG TXDUWHUO\ E\ GHSHQGHMGWEK®R @ YUHH WD S\ FRW N Q ¥
RI WKHVH DFWLYLW IPFHWZEXRXQGGHPH GXEREQRXQWHRNFNLWEDVH \HDU R

2WKHU *+* (PLVVLRQ 6RXUFHV

‘H KDYH 6FRSH HPLVVLRQV SULPDULO\ IURP RXU SXUFKDVH RI

SXUFKDVHG HOHFWULFLW\ ZH SODQ WR ORRN IRU RSSRUWXQLW
XWLOL]DWLRQ ZKHQ UHQHZLQJ SRZHU SXUFKDVH DJUHHPHQWYV




$LU 4XDOLW\

$LU (PLVVLRQV

‘H DUH FRPPLWWHG WR PLQLPL]LQJ RXU HPLVVLRQV E\ RSHUDWI
TXDOLW\ FRQWURSGDQDIAGCGODUGNMLU SHUPLWWLQJ DQG FRPSOLDQ
VHIPHQWY ZH FRQGXFW WKH IROORZLQJ DFWLYLWLHYV

s
s
s
s
s

PRQLWRUD Q&G RRHBRVUW.RQVY DQG SD\ SHUPLW IHHV SHU IHGH
UHTXLUHPHQWYV

LGHQDMQLG\ PDD @MWV WQRI VWDWLRQDU\ DLU HPLVVLRQ VRXUFH?
TXDQWLI\ HPLVVLRQV ZKHQ FKDQJHV RU PRGLILFDWLRQV RF
SHUPLWWLQJ VWDWXV LV DIIHFWHG

PDQDJH SHUPLW UHTXLUHPHQWY LQ RXU FRPSOLDQFH WUDEF
GHDGOLQHVY DQG GHVLIJQDWHG UHVSRQVLEOH SHUVRQV DC
SURYLGH UHJXODU WUDLQLQJ WR LQFUHDVH RXU RSHUDWLR
XQGHUVWDQGLQJ RI SHUPLW UHTXLUHPHQWYV

:H DOVR KDYH LQLWLDWLYHYV 6B R2RQIYFRBODRGCGURGEKHN RXWHAYDQW
HQKDQFLQJ SURFHVVHVY WKDW LPSURYH HIILFLHQF\ UHGXFH OH
IROORZLQJ SUDFWLFHV RQ D FDVH E\ FDVH EDVLYV

s
s
s
s

+

$LU

LPSOHPHQWLQJ SURFHGXUHVY WR VKXW GRZQ RXU HTXLSPHC
PLQLPL]LQJ WDQN URRI ODQGLQJV
RSWLPL]LQJ WHPSHUDWXUH FRQWUROV WR UHGXFH IXHO FR
LQVWDOOL@FRQWER®VR YXGKHBKQRROMRIRHY OLNH &OHDQ % XU
FRPSUHVVRU HQJLQHYV
UHSODFLQH TH(LYMH@W HOQEQRBLWIUELQHV ZLWK QHZHU PR
HTXLS PIM@MV
UHGXFLQJ IODULQJ E\

" LPSURYLQJ FRPSUHVVRU UHOLDELOLW\

" DXWRPDWLQJ JDV FRQWURO

" LPSURYLQJ IODULQJ PHWHULQJ DQG

" RSWLPL]LQJ GRZQWLPH

(PLVVLRQV 5HGXFWLRQ ,QLWLDWLYHYV
SKLODGHOSKeDSRHUUZREDXOWVWWRGR (L BQWWR Q

$W RQH RI RXU WHUPLQDOV D YDSRU FRPEXVWLRQ XQLW ZL
HWKDQRO EDUJH ORDGLQJ ZKLFK LV H[SHFWHG WR UHGXFH

1HZ <RQNLQH ORGLILFDWLRQ 3URMHFW RQ 7*3
‘H DUH FRQGXFWLQJ WZR UHVHDUFK DQG GHYHORSPHQW SU
HPLVVLRQV IURP VRPH RI RXU ROGHU HQJLQHV E\ PRGLI\LQ.
PRUH HIILFLHQWO\ FRPEXVW QDWXUDO JDV 7KH SURMHFW
HQG RI




$LU (PLVVLRQV IRU WKH )RO BRZLQ@ RO 2 9\D QMQG B2
6$6% OLGVWUHDP (0 0' D 6$6% ([SORUDWLRQ 3URGXFWLRQ

2XU FULWHULD DLU SROOXWDQW HPLVVLRQV WKDW DUH UHSRUMW

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQG PHWULF WRQV
$LU HPLVVLRQV D E F
12, H[FOX®@LQJ 1
63
928&V
30

D ,QFOXGHV HPLVVLRQV WKDW DUH UHSRUWDEOH WR DRBU VWBWH VLRERQMGHUB GDR
UHSRUWHG DV RI ODUFK 'XH WR WLPLQJ RI UHIJXODWRU\ DIHQF\ VXEPLWWD
UHIJXODWRU\ DJHQF\

E )RU ORFDWLRQV WKDW UHSRUW HPLVVLRQV OHVV IUHTXHQWO\ WKDQ DQQXDOO\ H
UHFHQW DJHQF\ VXEPLWWDO

F 7KHUH ZHUH QR VLJQLILFDQW GLVFRQWLQXHG RSHUDWLRQV LQ RU

:DWHU ODQDJHPHQW
*5, *5, &'3 : &'3 &'3

‘:DWHU UHVRXUFHV DUH LPSRUWDQW WR WKH HFRV\VWHPV DQG |
WR HIILFLHQW RSHUDWLRQV LQFOXGHY UHVSRQVLEO\ PDQDJLQJ
GLVSRVDO RI WKH ZKIDNHUSRKD IXAMHHY DQG SURFHGXUHV WR PHHW
HITOXHQW PRQLWRULQJ PHDVXUHPHQW UHFKWUGNHHSLVQDLQ QG |
WKH HQHUJ\ LQGXVWAD WD) [EGHWMHQODLWHY REU SULPDU\ EXVLQHV\
VHEFWRU ZKHUH ZDWHU XVDJH LV OHVV LQWHQVLYH %HFDXVH R
WHUPLQDOV ZLWKRXW FUHDWLQJ DQ XQGXH EXUGHQ RQ WKH ZD
RXU RSHUDWLRQVY ZDWHU UHODWHG ULVNV DUH ORZ ZH DUH Q
FRQVXPSWLRQ DQG GLVSRVDO RI WKH ZDWHU ZH GR XVH

2XU ZDWHU XVHV DUH SULPDULO\ IRU

FRROLQJ IREBXRXLQKZY VHIPHQW SRZHU SODQW
K\GURVWDWLF LQWHJULW\ WHVWLQJ Rl QHZ DQG H[LVWLQJ ¢
SURFHVVLQJ LQ QDWXUDO JDV SURFHVVLQJ IDFLOLWLHYV
GXVW FRQWURO

FOHDQLQJ RXU HTXLSPHQW

+H + H +H+ +H

2XU ZDWHU PDQDJHPHQW SUDFWLFHV DOVR DSSOBXWRQ@EHMVG X FH
VHIPHQWMV (23 BRIGVAHGVYDWHU LV HLWKHU UH LOQMHFWHG LQW!|
RI E\ LQOMHFWLQJ LW LQWR D QRQ RLO SURGXFLQJ IRUPDWLRQ

2QH Rl WKH ZD\V ZH UHGXFH RXU ZDW HW KOM J B KIH@G SHM R/ DO\
LOQWHJULW\ WHVWLQJ RQ ODUJH VHIJPHQWY RI SLSH ZH RIWHQ V
RQH VHFWLRQ, @R WKIH QHWKREVDQG FXELF PHWHUV RI I[UHVK Z
SUHVVXUH WHVWLQJ 7KL\ PW®OUPXVH\G VDIQHG DAPIREK @ W RRHQ BVOWIRT X |




FROOHFW FRQGHQVDWLRQ I URP WKH DLU FRQGLWLRQLQJ XQLW)\
IORZHUEHGYV

‘H PRQLWRU RXU VWRUPZDWHUDDRGG 4 DYMFHADADHY GLUVHX\ ULMWA \E6
PHHADWHU TXDOLW\ VWDQGDUGY WKD® BGRWMERQKRXNQRIZE G D\
SURFHGXUHV WR PLQLPL]H WKH , QL WX HR IHY HRW\E HRQ U DOR Q LYHF K P IUV
GLVFKDUJH ZH KDYH UHVSRQVH DQG LQFLGHQW PDQDJHPHQW S
GLVFKDUJH LQFLGHQWY DUH LQYHVWLIJDWHG DQG FRUUHFWLYH
LQFLGHQW FDXVHV

':DWHU 8VDJH
6$6% ([SORUDWLRQ 3URGXFWLRQ (0 (3 D  *5, *5
. &|3 .

+\GURVWDWLF ,QWHJULW\ 7THVWLQJ

$V SDUW RI RXU DVVHMEMBL REN V FUWWL EGI\G HUQ LRV \ B OWWDD HEO B © MO L W
5SHSREM FRQGXFW UHJXODU WHVWLQJ RI QHZ DQG H[LVWLQJ SLS
XVH K\GURVWDWLF LQWHJULW\ WHVWLQJ D SURFHVV ZKHUH ZD\
LQWHJULW\ Rl WKH SLSHOLQH RU WDQN 2IWHQ D SRUWLRQ RI \
WKH VRXUFH DQG LV DYD,IQODEPH KB UERIV YADINGL B IDQIVQH JUL W\ WH\
IUHVK ZDWHU VRXUFHYV

7KH YROXPH Rl ZDWHU ZH XVHG IRU K\GUR V3¥D @4 ) H DXWDHDMWH &\ V
SLSHOLQHV DQG WDQNV LV SURYLGHG EHORZ :H KDYH GHYHOR
K\GURVWDWLF LQWHJULW\ WHVWLQJ RIGSQEHAOL 6R g \QRWXVEW BOEOSE
DUH SODFHG LQ VHUYLFH DQG ZH H[SHFW WR LQFOXGH WKHVH Y

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQG FXELF PHWHUV
JUHVK ZDWHU ZLWKGUDZQ IRU K\GURVWDWLF LQWHJULW\ WHVWLQJ D E F G
JUHVK ZDWHU UHXVHG IRU K\GURVWDWLF LQWHJULW\ WHVWLQJ+G H
JUHVK ZDWHU UHWXUQHG IURP K\GURVWDWLF LQWHJULW\ WHVWLQJ G |
JUHVK ZDWHU UHF\FOHG IRU K\GURVWDWLF LQWHJYLW\ WHVWLQ@J G J
JUHVK ZDWHU GLVSRVHG IURP K\GURVWDWLF LOQWHJULW\ WHVWLQJ G K
1RQ IUHVK ZDWHU ZLWKGUDZQ IRU K\GURVWDWLF EQWHJULW\ WeHVWLQJ L

D )RU DQG YROXPH RI IUHVK ZDWHU XVH IRU RXU SLSHOLQHYV ZDV FDOFXODW|
DFFRXQW IRU IUHVK ZDWHU UHXVH RU IUHVK ZDWHU ORVYV

E )RU DQG YROXPH RI IUHVK ZDWHU XVH IRU RXU WDQNV ZDV FDOFXODWHG X
SHWUROHXP OHDVXUHPHQW 6WDQGDUGYV QG (GLWLRQ

F 2XU PHWKRGRORJ\ IRU UHSRUWLQJ IUHVK ZDWHU ZLWKGUDZQ IRU K\GURVWDWLF W

SURYLGH PRUH SUHFLVH GDWD IRU YROXPH RI IUHVK ZDWHU X\KHH Y@@ >oHF\* RRQ W | RI
ZHUH QRW UHYLVHG EHFDXVH IUHVK ZDWHU XVH ZDWH8QHXW M KIHQSU ALY WRIXIV OH

PHWKRGRORJ\ IUHVK ZDWHU ZLWKGUDZQ IRU K\GURVWDWLF LQWHJULW\ WHVWLQJ

G J)UHVK ZDWHU LV IURP JURXQGZDWHU VXUIDFH ZDWHU DQG PXQLFLSDO ZDWHU LC

H :DWHU XVHG PXOWLSOH WLPHV IRU K\GURVWDWLF LQWHJULW\ WHVWLQJ VLQFH ZLV

I :DWRAWKDW LV GLVFKDUJHG WR WKH HFRV\VWHP XVXDOO\ YLD RXWIDOO VHQW
ZDWHU WUHDWPHQW IDFLOLWLHYV ZKR XOWLPDWHOW®IWNWFKHD BWWDWR VRKH HERVFKWH
JURXQG DQG DOORZHG WR SHUFRODWH LQWR WKH VRLO

J :DWHU XVHG IRU YHIHWDWLRQ RU VLWH GXVW VXSSUHVVLRQ

K :DWHU WKDW LV LQFLQHUDWHG GLVSRVHG RI LQ D ZDVWH LQMHFWLRQ ZHOO RU V
ZDVWH HJ ODQGILOO GLVSRVDO

L :DWHU IURP QRQ IUHVK ZDWHU VRXUFHV VXFK DV RFHDQV ED\V DQG EUDFNLVK Z|




:DWHU XVDPDHHDWRYHU \HDU GHSHQGLQJ RQ WKH SLSHOLQH DQ
UHDVVHVVPHQW LQWHUYDOV ,W DOVR GHSHQGV RQ WKH VL]H F
DOORZHG E\ WKH UHJXODWLRQV ZH XVH ,/, WHFKQRORJ\ WR DV
WHVWLQJ /, WHFKQRORJ\ GRHV QRW XVH ZDWHU DQG SURYLGF
SLSHOQQH3+06%$ LPSOHPHQWHG WKH 20D[LPXP $OORZDEOH 2SHU
5XOHH XVH K\GURVWDWLF WHVWLQJ DV WKH SUHGRPLQDQW PHW
RXU 1DWXUDO *DV 3LSHOLQHV EXVLQHVV VHIPHQAMH GABDMRUH W XV I
ZDWHU XVDJH IURP WR Z D Y HHURODVBWWXO) \WE X Bl QW5 BEG\GBIP B @GHUWD B IF
QXPEHU RI WDQNV EHLQJ WHVWHG LQ

:DWHU 8VDJH IURRWOQH®Y 6HIPHQW

2XU &EBXVLQHVYVY VHIPHQW RSHUDWHY PXOWLSOH JDV SURFHVVL(
HTXLSPHQW&SQR AVRHO TKHOH SODQWV XVH IUHVK ZDWHU IRU FRR
FRPH IURP ORFDO ZDWHU XWLOLWLHY DQG JURXQGZDWHU VRXU
RSHUDWLRQV ORFDWKEB DRRXHPRWHIDHMRVDWHU XVHG GXULQJ
LOQVLIQLILFDQW FRPSDUHG WR WKH DPRXQW XVHGH WVWXMPHI DU/H
ZDWHU ZLWKGUDZQ LV HTXDO WR IUHVK ZDWHU FRQVXPHG VLQF
EXVLQHVYV VHIPHQW RSHUDWLRQV HYDSRUDWHYV

7KH DPRXQW RI TUHVK ZDWHU ZLWKGUDZQ IUHVK ZDWHU FRQVX
&2 EXVLQHVV VHIPHQW DUH SURYLGHG EHORZ

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQG FXELF PHWHUV H[FHSW ZDW
JUHVK ZDWHU ZLWKGUDZQ D
JUHVK ZDWHU FRQVXPHG D

JUHVK ZDWHU ZLWKGUDZQ LQWHQVLW\ WKRXVDQG FXELF PHWHUV RI IUHVK
ZDWHU FRQVXPHG SHU %2( WKURXJKSXW E F

D )RU DQG ZDWHU XVDJH YROXPHV IURP FHUWDLQ IDFLOLWLHV RU SURFHVVHV
WR WKH RYHUDOO Y R OMNPHWK SADHWVHI) W ¥ ] B EIR YUH ZDV XSGDWHG IURP SULRU \HDU
RSHUDWLRQV ZKLFK ZDV DERXW RI WRWDO |UHEXVZRWWY XNDRHQVY DQ ® QIGF O X C
EXVLQHVV VHIJPHQW IDFLOLWLHYV

E JUHVK ZDWHU ZLWKGUDZQ LQWHQVEWV LLGYHRVIVO X DFDHDMG IBHB K YABWE D &2 WKGUDZQ
EXVLQHVV VHIPHQW %2( WKURXJKSXW LQ EEO \U

F 7KH &EXVLQHVV VHIPHQWMV %2( WKURXJKSXW PHWKRGRORJ\ ZDV XSGDWHG LQ
WKURXJKSXW PHWKRGRORJ\ XVHG LQ RWKHU PHWULFV :H KDYH UHYLVHG IRU FRP
UHIOHFW WKH XSGDWHG PHWKRGRORJ\




(FRORJLFDO ,PSDFWYV

(QYLURQPHQWDO ODQDJHPHQW 3ROLFLHV DQG 3UDFWLFHV IR
6$6% OLGVWUHDP (0 O D 6$56% ([SORUDWLRQ SURGXFWLRQ
*5'

2XU %LRGLYHUVLW\ 3BROLF\ RXWOLQHV WKH DSSURDFKHV ZH XV}
ZKHUH ZH RSHUDWH :H DVVHVV WKH HQYLURQPHQWDO ULVN DQC
VLWHY DQG ZKHUH ZDUUDQWHG PDNH DGMXVWPHQWYV WR WKH C
WR PLQRBLDPDWRLG LPSDFWV WR FULWLFDO KDELWDWYV ZLWK KLJK
RU VHQVLWLYH HFRV\VWHPV

3URMHFW '"HYHORSPHQW
3ULRU WR EHUHD BRQVWUXFWLRQ RU H[SDQVLRQ SURWNHFNF R VG
D QXPEHU RI LPSRUWDQW IDFWRUV WKDW KHOS

+ PDQWDLQ ROSHUBPMHLERRD

+ PLQLPL]H RXU LPSDFW RQ ELRGLYHUVLW\ DQG

+ WDNH LOQWR FRQVLGHUDWLRQ RXU VWDNHKROGHUVH FRQFH!L

2XU SURMHFW GHYHORSPHQW SODQV ORRN DW WKH RYHUDOO LF
VXUYH\LQJ
HQYLURQPHQWDO DQG FXOWXUDO LPSDFW DYRLGDQFH
PRQLWRULQJ

PLWLIJDWLRQ

FRQVWUXFWLRQ

UHYHJHWDWLRQ DQG

RSHUDWLRQ

+H + +H+ H+ H+ H H

3UH FRQVWUXFWLRQ DQG &RQVWUXFWLRQ
7R HYDOXDWH D SURSRVHG URXWH IRU D QHZ SLSHOLQH SURMH
$f FLYLO VXUYH\V WKDW SURYLGH LQIRUPDWLRQ RQ VRLO WR.
$ FXOWXUDO VXUYH\V WKDW SURYLGH FXOWXUDDQ@LJQLILFDQ
+ HQYLURQPHQWDO VXUYH\V WKDW SURYLGH LQIRUPDWLRQ DI
LPSRUWDQW ELRGLYHUVLW\ FRQVLGHUDWLRQYV

,Q DGGLWLRQ WR WKH LQIRUPDWLRQ FROOHFWHG LQ WKHVH VXl
O RADMD N H IGKQE B U \G H DHEERIS FIRQWW UXFWLRQ DERXW SURMHFW V
LQFOXGLQJ HQY L U:RQFPRHIDW. BB W \D\QGH XV H W K LWH IO@IIRW R D RLLGRIQNW K
GHYHORS SLSHOLQH URXWHV WKDW DYRLG RU PLQLPL]H LPSDFW

‘H VWULYH WR PLQLPL]J]H LPSDFWV RQ ELRGLYHUVLW\ LQ WKH DU

UHFODPDWLRQ LV D NH\ FRPSRQHQW RI RXU FRQVWUXFWLRQ HII

SURMHFW DQG ZKHQ SHUIRUPLQJ PDLQWHQDQFH RQ |DHIP@MWLH\

HPSOR\ WKH IROORZLQJ FRQVWUXFWLRQ DQG PLWLJDWLYH SURTI

¥ HURVLRA®LPFHQW FRQWURO SODQV WR VWDELOL]H VRLO DQ

¥ UHYHIJHWDWLRQ SODQV WR SURPRWH VXFFUBKM BHFEW UWHYHD WW
DFWLYLWLHYV




+ FRQVWUXFWLRQDWBRRQRIUXAWKMRRWHPHQW DQG SURWHFWLF
GXULQJ FRQVWUXFWLRQ

+ KRULJRQWDO GLUHFWLRQDO GULOOLQJ WHFKQRORJ\ WR LQ\
LPSDFW WR VHQVLWLYH DUHDV

+ SURMHFW VSHFLILF VSLOO SUHYHQWLRQ DQG UHVSRQVH SU

+ WUDIILF SODQV WR NHHS DIIHFWHG URDGZD\ FURVVLQJV VD

OLWLIJDWLRQ LQ +LJK &RQVHUYDWLRQ 9DOXH $UHDYV

‘H HPSOR\ D YDULHW\ Rl VWUDWHJILHY WR PLQLPL]H RXU RSHUD)

ELRGLYHUVLW\ DUHDV VXFK DV VHQVLWLYH KDELWDWV DQG FR(

ZHWODQGV DQG ZPNONMUERGMHAVDQDJIJHPHQW WHDPV DVVHVV ZKl|

FRXOG DIIHFW FRPPHUFLDOO\ QDYLJDEOH ZDWHUZD\V SRSXODW

‘H ZRUN WR PHHW RU H[FHHG WKH UHJXODWRU\ VWDQGDUGV WK

2XU 3+06$% UHJXOBGMMIGUPYQHWVWR EH ORFDWHG ZLWKLQ HQYLUR
VXEMHFWHG WR PRUH VWULQJHQW DQG IUHTXHQW LQWHJULW\ P
DQG KHOS SURWHFW WKH VoHDUR RR G HQIERG WL B REHAERE B NNFRIWE -
LQWHJIULW)\ ORIQEBKMPMIVYDELOLW\ 5SHSRUW

%DVHG RQ WKH QDWXUH Rl WKH SURMHFW DQG SURMHFW DUHD
RU DOO Rl WKH IROORZLQJ
+ GHVLJQDWLQJ DQ HQYLURQPHQWDO LQVSHFWRU ZLWK ZHWC
HQYLURQPHQWDO FRQGLWLRQV DUH PHW GXULQJ FRQVWUXF
+ HYWDEOLVKLQJ EDVHOLQH FKDUDFWHULVWLFV IRU KLJK FRC
PHDVXUHV GXULQJ D SURMHFW
+ URXWLQJ WR DYRLG FRQVWUXFWLRQ WKURXJK RU PLQLPL]H
FURVVLQJV
+ HYWDEOLVKLQJ VSLOO SUHYHQWLRQ DQG UHVSRQVH SURFH
LQ WKH HYHQW RI D VSLOO
GHOLQHDWLQJ ZHWODQGY DQG ZDWHUERGLHV DQG
GHYHORSLQJ GHWDLOHG PLWLJDWLRQ DQG DYRLGDQFH SOD
WKUHDWHQHG RU HQGDQJHUHG VSHFLHY DQG ILVKHULHYV

+H +H

5SHVWRUDWLRQ
"KHQ LPSDFWV WR WKH HQYLURQPHQW FDQQRW EH FRPSOHWHO\
WR UHVWRUH DQ HFRV\VWHPUV FRPISRMLVFRRY WUXE WA R QUBIF VDIOR
LQFOXGH UHVWRULQJ GUKH WD WRRIQED\ DUQABBQGS R 8 WBRIF L QLIF
ZLWKLQ RXU IDFLOLW\ IHQFH OLQHV ZKHUH DSSURSULDWH ,Q \
RXU UHVWRUDPRWL ROQDRBOWRPH SLSHOLQH UHSODFHPHQW SURMHF
VXFK DV VKUXEV DQG VHHG PL[HV WR SURPRWH D KHDOWK\ HFR
FRQGLWLRQV DQG WKHQ PRQLWRU LWV SURJUHVV ,Q WDQGHP
PLQLPL]H HQFURDFKPHQW, ® IRMDKYHDW ISR MEAWIVH\WZH KDYH FRQVW
SUHVHUYHG UHVWRUHG HQKDQFHG RU FUHDWHG ZHWODQGV I
DUHDV

7KUHDWHQHG RU HQGDQJHUHG VSHFLHV GHILQHG E\ IHGHUDO VWDWH SUR
(QYLURQPHQWDOO\ VHQVLWLYH DUHDV LQ WKH 8 6 DUH GHILQHG E\ WKH
&DQDGDUV &(5 UXOHV GHILQH HQYLURQPHQWDOO\ VHQVLWLYH DUHDV LQ WK




2XU UHVWRUDWLRQ UHYHJHWDWLRQ DKISESURSQOLDPMWMMLRQ HIIRU

1

+H +H

JUDGERQVWUXFWLRQ ULJKW RI ZD\ WR UHVWRUH SUH FRQVW
SURSHU FRQGLWLRQ IRU SODQWLQJ

VWDELOL]LQJ VWUHDPEHGY DQG EDQNV QDWXUDO GUDLQDJ
UHTXLUHPHQWYV

HVWDEOLVKLQJ VXFFHVVIXO UHSHRNWBW LIRHO R MW\HREL O ¥ WBLLYAY
ZRUNLQJ ZLWK DIIHFWHG ODQGRZQHUV RURWKHUNRWRIS W WX R
RU GDPDJHG GXULQJ FRQVWUXFWLRQ

LPSOHPHQWLQJ VSUD\ SURJUDPV IRU QR[LRXV ZHHGV DQG R
LGHQWLI\ DQG UHSDLU SRVW FRQVWUXFWLRQ DUHDV RI FRQ
WULYLQJ WR PHHW WKH SRVW FRQVWUXFWLRQ ELRGLYHUVL
SODQV

%LRGLYHUVLW\ (QKDQFHPHQW ,QLWLDWLYHV

‘H DUH LQYROYHG LQ D QXPEHU RI SURMHFWY GHVLIJQHG WR HQ
KDYH PDGH ORQJ WHUP FRPPLWPHQWY WR PDQDJLQJ ELRGLYHU'
DQG FRPPXQLW\ RXWUHDFK LQLWLDWLYHY DV GHVFULEHG EHOR

s

7TUHHV IRU 7XFVRQ

‘H DUH D GHVLIJQDWHG 7UHH &KDPSLRQ E\ WKH 7XFVRQ &OH

RQJRLQJ FRPPLWPHQW WR WKH 7UHHV IRU 7XFVRQ SURJUDP

VKDGLQJ PLWLIJDWH H[WUODIQRBHLRISDWY B BWKRHUH @Q2LURQPHQW

7TXFVRQupV &OLPDWH &KDQJH OLWLIJDWLRQ DQG $GDSWDWLRC(
QHZ VKDGH WUHHY LQ WKH 7XFVRQ PHWUR DUHD

+RXVWRQ LDEHUGEBQWLQJ
,Q FRRSHUDWLRQ ZLWK +RXVWRQ :LOGHUQHVV D QRQSURIL
SUHVHUYLQJ DQG SURPRWLQJ WKH WHQ HFR UHJLRQV LQ W
7HUPLQDOV EXVLQHVV VHIJPHQWHV .LQGHU ORUJDQ 'HHU 3D
7HUPLQDO SDUWLFLSDWHG LQ WZR WUHH SODQWLQJ HYHQW
E\ VWXGHQWY DQG DGPLQLVWUDWRUV IURP .,33 7H[DV +RXV
7HUPLQDO HPSOR\HHV E\ YROXQWHHUV IURP WKH QHLJKERU
WKHVH WZR HYHQWYV UHVXOWHG LQ WKH IRUHVWDWLRQ RI D

&LW\ RI *UHHQUWHEHRYRQVHUYDWLRQ 2UGLQDQFH

2XU BURGXFWY 3LSHOLQHV EXVLQHVYV VHIPHQWMV *UHHQVEI
ZLOO LPSDFW DSSURRWMDWKHOAQVWPBPOKWWWOWWLRQ RI D QHZ UDLC
*UHHQVERUR 7HUPIR)QD/MHABP ALRILWKH S RURMHFW LPFDHW WR IZMN
IRUHVWHG DUHD ZLWKLQ RXU H[LVWLQJ *UHHQVERUR 7HUPL

&RQWUD &RVWD &RXQW\ )ORRG &RQWURO 9HIJHWDWLRQ 5HYV
$V SDUW RI RXU 3URGXFWYV 3LSHOLQHV EXBURMHRRV&D P H RV
ZH KDG WR UHPRYH WUHHYV LQ RUGHU WR DFFHVV WKH VLWEF
LQVSHFQG RHFHVYV DU\ JHBE@OQWHGE WKUHH WUHHYV IRU HYHU\ W

2KORQH :HVW &RQVHUYDWLRQ

$V SDUW RI RXU 3URGXFWYV 3LSHOLQHV EXVLQHVV VHIPHQW
DFUHV RI PLWLJDWLRQ FUHGLWYV IRU LPSDFWV WR WKH $0OD|
vVDODPDQGHU KDELWDWY 'H DOVR SODQWHG WKUHH WUHH)




¥ 'X3DJH &RXQW\ :HWODQGYVY 5HVWRUDWLRQ
, Q ZH XQGHUWRRN D SURMHFW WR XSJUDGH D VHFWLRQ
//&uV ,OOLQRLY SLSHOLQH WER W ROE S HS H\W VO @D QFVFE$HW WIPROQ.
WHPSRUDULO\ GLVWXUE RQH DFUH RI KHUEDFHRXV ZHWODQ
DIWHU SURMHFW FRPSOHWLRQ

JRU PRUH LQIRUPDWLRQ VHH RXU (+6 3ROLF\ 6WDWHPHQW RXU
9 LYHUVLW\ 3ROLF\ VHH RXU FDVI
[Kkwwsv 777 NIOGHUPRUIDO FEJP 6DIHW\ (QYLURQPHQW (6%

SHUFHQWDJH RI /IDQG 2ZQHG /HDVHG DQG RU 2SHUDWHG ZLV
RU (QGDQJHUHG 6SHFLHV +DELWDW
6$6% OLGVWUHDP (0 O D *5, *5,

$UHDV RI BURWHFWHG &RQVHUYDWLRQ 6WDWXV RU (QGDQJHUHC
7KH SHUFHQWDJH RI ODQG ZH RSHUDWH ZLWKLQ RU QHDU DUHD
VSHFLHV KDELWDW LV SURYLGHG EHORZ

3 Q DJH RI ODQG RSHUDWHG ZLW
Q HUYDWLRQ VWDWXV RU HQGDQJHU

HDU GHVLJQDWHG DUHDV E
LWKLQ GHVLIQDWHG DUHDV F
'LWKLQ RU QHDU GHVLJQDWHG DUHDV E F

D 7KH DFUHDJH RI ODQG XVHG LQ WKLV DQDO\VLV LV EDVHG RQ DFUHDJH ZKHUH ZH ¥
DGGLWLRQDO ODQG WKDW LV QRW LQFOXGHG LQ WKLY DQDO\VLYV 7KLV FDOFXODYV
WKH IRRW FRUULGRU RI D SLSHOLQHpVY FHOQWHUOLQH DQG H[FOXGHYV SURGXFWLF
&2 EXVLQHVYV VHIPHQW $FUHDJH RSHUDWHG IRU D IDFLOLW\ LQFOXGHY ODQG ZLW
B3LSHOLQHV 7HUPEXQDIGMHWQGHIPHQWY DQG DFUHDJH ZH RZQ ZLWKLQ DQG RXWVLC
BLSHOLQHV EXVLQHVYVY VHIPHQW :H XVH :'3%$ GHWHUPLQDWLRQV IRU WKH DUHDV F
RSHUDWLRQV WKH DUHDV FKDUDFWHUL]JHG DV HQGDQJHUHG VSHFLHVY KDELWDWYV |
HQGDQJHUHG RU FULWLFDOO\ HQGDQJHUHG GHVLJQDWLRQV )RU RXU 8 6 RSHUDYV
LQVWHDG RI WKH QWHUQDWLRQDO 8QLRQ IRU &RQVHUYDWLRQ RI 1DWXUH GHVLJQ
GDWDVHW EHWWHU UHIOHFWV WKHRELRKIHYHBRUWL QUVMNDR U ZRHX 8 RRZSHURDDNGLHR® W K H
:'3$ GDWDVHW LQ WKH IRXUWK TXDUWHU RI DQG XVHG RXU *,6 GDWDVHWY DV R

E '"HILQHG DV RSHUDWHG ODQG ZLWKLQ ILYH NLORPHWHUV RI WKH ERXQGDU\ RI D SU

F '"HILQHG DV RSHUDWHG ODQG ZLWKLQ WKH ERXQGDU\ RI SURWHFWHG FRQVHUYDWL

URWHFWHG
W D

$FUHDJH 'LVQBHMMREU HG

DFUHV
$FUHDJH GLVWXUEHG D
$FUHDJH UHVWRUHG E

D &DOFXODWHG E\ FRPSDULQJ RXU RSHUDWLRQV IRRWSULQW LQ 1RY WR 1RY
IRRW FRUULGRU RI D SLSHOLQHpVY FHQWHUOLQH )DFLOLW\ VLWHV DUH FRQVLGHU

E $FUHDJH XVHG IRU SHUPDQHQW ULJKW RI ZD\ LV DVVXPHG WR EH UHVWRUHG DFFR
FRQVWUXFWLRQ




+\GURFDUERQ 6SLOOV
6$6% OLGVWUHDP (0 O' D 6$6% ([SORUDWLRQ 3URGXFWLRQ

$FFRUGLQJ WR GDWD IURP 3+06% DQG )(5& RI FUXGH RLO
WUDQVSRUWHG E\ SLSHOLQHVY UHDFK WKHLU GHVWLQDWLRQV VI

" H ZRUN WROSUKYGMWERR UHOHDVHV IURP RXU RSHUDWLRQV E;
RFFXU 7KH\ XVXDOO\ DUH
+ EHORZ UHSRUWDEOH TXDQWLWLHV
+ FRQWDLQHG LQ VHFRQGDU\ FRQWDLQPHQW IDFLOLWLHV DQ
+ SURPSWO\ UHPHGLDWHG LI QHFHVVDU\

2XU HPHUJHQF\ UHVSRQVH SURFHGXUHV DUH GHVLJQHG WR SUR
UHOHDVH RFFXUV RU PLIJUDWHY RXWVLGH RI FRQWDLQPHQW  $(
HQYLURQPHQWDO FRQWDFW WKHUH DUH LQIUHTXHQW FDVHV ZK
FRQWDLQPHQW +\GURFDUERQ VSLOOV UHSRUWHG LQ 8QXVXDO
WDEOH EHORZ PD\ QRW QHFHVVDULO\ LPSDFW DQ 8QXVXDOO\ 6
IDFLOLW\ IHQFH OLQH DQG GLG QRW UHDFK WKH 8QXVXDOO\ 6HC

TKEHQXPEHU YROXPH YROXPH LQ 8QXVXDOO\ 6HQVLWLYH $UHDV
DUH SURYLGHG EHORZ

<HDU (QGHG 'HFHPEHU

,Q EDUUHOV H[FHSW SHUFHQWDJHV DQC
1XPEHU RI K\GURFDUERQ VSLOOV D E
$JJUHJDWH YROXPH RI K\GURFDUERQ VSLOOV D

$JJUHIDWH YROXPH RI K\GURFDUERQ VSLOOV LQ 8QXVXDOO\ 6HQVLWLYH
$UHDV D F

9ROXPH UHFRYHUHG G
SHUFHQWDJH UHFRYHUHG

D$ VSLOO LV GHILQHG DV JUHDWHU WKDQ RQH EDUUHO RI K\GURFDUERQ OLTXLG UH
7KLV H[FOXGHV VSLOOV FRQWDLQHG ZLWKLQ LPSHUPHDEOH RU VXIILFLHQWO\ LPSFt
LPSHUYLRXV VHFRQGDU\ FRQWDLQPHQW LQFOXGHYVY FRQWDLQPHQW ZLWK HDUWKHQ

E :H GR QRW RSHUDWH LQ WKH $UFWLF DQG WKHUHIRUH KDYH QRWKLQJ WR UHSRUW

F ,QFOXGHV VSLOOV DV GHILQHG LQ QRWH D LQ 8QXVXDOO\ 6HQVLWLYH $UHDV LQ
3+06$ 8QXVXDOO\ 6HQVLWLYH $UHDV LQ &DQDGD DUH LGHQWLILHG E\ WKH &DQDG
5HSRUWLQJ DQG 7UDFNLQJ 6\VWHP WKH 1DWLRQDO +\GUR 1HWZRUN ° *RYHUQI
6FLHQFHV 6HFWRU DQG &DQDGD &HQWUH IRU 0DSSLQJ DQG (DUWK 2EVHUYDWLRQ
IRU D VSLOO ORFDWLRQ ZH XVHG WKH SURWHFWHG FRQVHUYDWLRQ DUHDV E\ WKF
WKH 86):6 DV WKH EDVLV IRU ZKHWKHU WKH VSLOO RFFXUUHG LQ DQ 8QXVXDOO\ 6

G 7KH YROXPH Rl VSLOOV UHFRYHUHG LV WKH DPRXQW RI VSLOOHG K\GURFDUERQV L
DFWLYLWLHV H[FOXGLQJ DPRXQWV WKDW ZHUH UHFRYHUHG GXULQJ ORQJHU WHUF
ZHUH GLVSHUVHG 7KH YROXPH UHFRYHUHG LV UHSRUWHG IRU WKH \HDU WKH DVVI

7TKHUH ZHUH IHZHU VSLOOV LQ YHUVXV 2QH VSLOO PDGF
7KLV ZDV D EEO URI@ RXVH+RO P QKGHJ R GO FIDWHKG W QD Q/\
XQXVXDOO\ VHQVLWLYH DUHD 2YHU RI WKH FUXGH RLO KDV

$3, $23/ 2 3LSHOLQH 6DIHW\ ([FHOOHQFH 3HUIRUPDQFH 5HSRUW

KWWSV ZzZZ DSL RUJ PHGLD $3,HEVLWH RLO DQG QDWXUDO JDV SU
3HUIRUPDQFH 5HSRUW DQG 6WUDWHJILF 30DQ SGI"
OD HQ KDVK ) "% ) " )$)$" ( ( )& %$ & &'''!




ODULQH 7TUDQVSRUWDWLRQ 6SLOOV DQG 5HOHDVHV WR WKH (
6$6% ODULQH 7TUDQVSRUWDWLRQ 75 07 D

'H RZQ D IOWPHWLXIP UDQJH -RQHV $FW TXDOLILHG SURGXFW WDC
FDSDFLW\ 7KH IOHHW LV WKH ODUJHVW DQG PRVW PRGHUQ LQ
UHILQHG SURGXFWV XQGHPXORYHVWHOV BREWEHRWWHG E\ ,QWU
VXEVLG&DBYBBULWLPH &RUSRUDWLRQ D OHDGLQJ RSHUDWRU C
PDULWLPH LQGXVWU\ &RQVLVWHQW ZLWK RXU RZQ SKLORVRSK
WR SHRSOH SURSHUW\ RU WKH HQYLURQPHQW

,QWUHSLGUV PDQDJHPHQW V\VWHP LV GHVLJQHG WR IXOILOO Wtk
+ QWHUQDWLRQDO 6DIHW\ 0D QBHUDRIVRIARE HD [RAJ IW K H3 B D [HX
3UHYHQWLRQ
.62 4XDOLW\ PDQDJHPHQW V\VWHP DQG
t .62 (QYLURQPHQWDO PDQDJHPHQW V\VWHPV

7KH QXPEHU DQG DJJUHJDWH YROXPH RI PDULQH VSLOOV DQG U
WDQNHUV DUH SURYLGHG EHORZ

<HDU (QGHG 'HFHPEHU

1XPEHU RI PDULQH VSLOOV DQG UHOHDVHVY WR WKH HQYLURQPHQW

$JJUHIJDWH YROXPH RI PDULQH VSLOOV DQG UHOHDVHV WR WKH HQYLURQPHQW
FXELF PHWHUV D

D 7KH DJJUHIJDWH YROXPH RI PDULQH VSLOOV DQG UHOHDVHYVY WR WKH HQYLURQF
VSLOOV RU UHOHDVHVY WR WKH HQYLURQPHQW LQ RU

(QYLURQPHQWDO )LQHV DQG 3HQDOWLHYV
*5

,Q OLQH ZLWK RXU 206 ZH VWULYH WR FRPSO\ ZLWK DSSOLFDEC
RXU HIIRUWYV ZH RFFDVLRQDOO\ UHFHLYH HQYLURQPHQWDO ILQ
YLRODWLRQV DQG VLPLODU HYHQWYV 3D\PHQWYV IRU HQYLURQPI
\HDU Rl WKH LQFLGHQW DQG PD\ RFFXU VHYHUDO \HDUV DIWHU

2XU HQYLURQPHQWDO ILQHVY DQG SHQDOWLHY SDLG DUH SURYLC

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQGV
(QYLURQPHQWDO ILQHVY DQG SHQDOWLHV SDLG D

D (QYLURQPHQWDO ILQHV DQG SHQDOWLHY SDLG LQFOXGH PRQHWDU\ ILQHV SHQDO!
UHJXODWRU\ DJHQFLHYV DQG H[FOXGHV WKH FRVWV RI VXSSOHPHQWDU\ HQYLURQP|
WKH HQIRUFHPHQW DFWLRQ DQG WKH DPRXQWV SDLG WR QRQ HQYLURQPHQWDO U
EDVHG RQ WKH \HDU WKH SD\PHQW ZDV PDGH 7KH \HDU ZKHQ WKH SD\PHQW ZDV F

%DVHG RQ DYHUDJH VKLS DJH DQG QXPEHU RI ODWHVW JHQHUDWLRQ YHVVL!
WKH :LOVRQ *LOOHWWH 'HFHPEHU UHSRUW RI RSHUDWLRQDO -RQHV $FW !




(PSOR\HH DQG &4RQWUDFWRU +HDOWK DQG 6DIHW\

'LVFXVVLRQ RI 6DIHW\ ODQDJHPHQW 6\VWHPV WR ,QWHJUDWH
SUHSDUHGQHVYV
6$6% OLGVWUHDP (0 O D 6$56% ([SORUDWLRQ SURGXFWLRQ
*5' *5, *5’ *5'

2XU HPSOR\HH DQG FRQWUDFWRU VDIHW\ PDQDJHKHEOK MY WHPY
KHDOWK DQG VDIHW\ VWUDWHJI\ DQG LV RYHUVHHQ $0 RXH WY(RHZ
RI RXU 206 LQFOXGLQJ RXU KHDOWK D @BFWLIBIGW DA U B HQRAD 6 \ \DW
WIKKVWDLQDELPGE®LVBHBRDW GHWDLOV DERXW RXU FRQWUDFWRL
BHFWLREXSSO\ &KDLQ ®RD QEKMVPBIQWDELOLW\ 5HSRUW

6DIHW\ ,QLWLDWLYHV
2XU VDIHW\ LQLWLDWLYHY DUH PDQDJHG DW WKH EXVLQHVV VH.
VSHFLILF RSHUDWLRQV

+ 6DIHW\ ,@ ORWLRQ

,Q RXU 1DWXUDO *DV 3LSHOLQHV EXVLQHVV VHIPHQW FR
WKH%SWRJIJUDP ZKLFK RIIHUV D PXOWLIDFHWHG DSSURDFK \
7KH 6§ 9URFHVV XVHV DQ DFWLRQ DQG HGXFDWLRQ SURFHVV
UHGXFLQJ RU PDQDJLQJ VWUDLQ SDLQ DQG PXVFXORVNHO
SURJUDP WKDW WKURXJK SK\VLFDO GHPRQVWUDWLRQV GXL
KRZ VPDOO FKDQJHV LQ SK\VLFDO WHFKQLTXHV VLJQLILFDQ
XQQHFHVVDU\ VWUHVV D\YG N W LIDIEFR P KWV 6,0

+ HUJRQRPLFV

+ ERG\ PHFKDQLFV

+ ILWQHVV DQG

+ DXGLWLQJ REVHUYDWLRQ FRDFKLQJ DQG PHGLFDO PD

+ +D]DUG 5HFRJQLWLRQ 7UDLQLQJ
7KH DELOLW\ WR UHFRJQL]H DQG PLWLJDWH KD]DUGV LQ WK
WKH OLNHOLKRRG RI DQ HPSOR\HH LQMXU\ 2XU EXVLQHVV
GHVLJQHG WR SURYLGH HPSOR\HHV ZLWK UHDO ZRUOG VFHC
LGHQWLILFDWLRQ VNLOOV

+ ,QFLGHQW ,QYHVWLJDWLRQ 7UDLQLQ]J
‘H KDYWUDLQLQGHWGRBIKE WR KHOS HPSOR\HHV ZKR FRQGXF
XQGHUVWDQG WKH LPSRUWDQFH RI HYDOXDWLQJ WKH SURF
FRQGXFWHG DW WKH WLPH RI WKH LQFLGHQW %\ LGHQWLI\
LPSURYHPHQW ZLWKLQ RXU SURFHVVHV DQG V\VWHPV ZH D
WKH WUDLQLQJ DQG NQRZOHGJH WKDW WKH\ QHHG WR SHU|

¥ 6DIHW\ &XOWXUH 6XUYH\V
SHULRGLFDOO\ RXU IXOO WLPH EXVLQHVYV VHIPHQW HPSOR!
VXUYH\V 7KHVH VXUYH\V DUH GHVLJQHG WR HQJDJH ZLWK
RXU VDIHW\ FXOWXUH 7KH UHVXOWYVY RI WKHVH VXUYH\V DU
GHYHORS VDIHW\ DFWLRQ SODQV




¥ 'D\V RI 6 XPPHU
7R FRPEDW WKH ULVH LQ KHDW UHODWHG ZRUNSODFH LQMX
THUPLQDOV DQG 1DWXUDO *DV EXVLQHVV VHIPHQWY KDYH L
HPSOR\HH DZDUHQHVV RI WKH KD]DUGV RI KHDW VWUHVYV DC
WHPSHUDWXUHY DQG LQFUHDVHG RXWGRRU H[SRVXUH GXUL
LQFOXGHYVY FRPPXQLFDWLRQV WR HPSOR\HHVY DERXW SURFHC
VWD\ VDIH

¥ 6DIHW\ OHHWLQJ 3DFNHWYV
2XU EXVLQHVYV VHIPHQWY SHULRGLFDOO\ KROG PHHWLQJV L
IRVWHULQJ D FXOWXUH RI FRQWLQXRXV LPSURYHPHQW DQG
SDFNHWV LQFOXGH OHVVRQVY OHDUQHG IURP LQWHUQDO DQ

$GGLWLRQDO FRQWUDFWRU VDAHWW LLIBXWEDW& KBV Q@D BB Q®HE W
WIKKVWDLQDELOLW\ 5HSRUW

6DIHW\ $ZDUGV
I QWHUQDWLRQDO /LTXLG 7THUPLQDOV $VVRFLDWLRQ 30DWLC
2XU THUPLQDOV EXVLQHVYV VHIPHQW ZDV DZDUGHG WKH 30L
ILTXLG 7THUPLQDOV $VVRFLDWLRQ IRU RXU WRS VDIHW\ SHU!
VDIHW\ UHFRJQLWLRQ DZDUG JLYHQ E\ WKH DVVRFLDWLRQ Z

HDFK \HDU

(PSOR\HH DQG &RQWUDFWRU 6DIHW\ 6WDWLVWLFV DQG $YHUI
5HVSRQVH 7UDLQLQJ
6$6% ([SORUDWLRQ 3URGXFWLRQ (0 (3 D 6$6% ODULQH 7UL
*5, *5, *5,

‘H VWULYH IRU FRQWLQXRXV LPSURYSHPWRR/XU® RXU XDWMPDS\HU
LQFLGHQWY RANWRBVRRDYHUR HPSOR\HH VDIHW\ SHUIRUPDQFH
EHIJLQQLQJ RI HDFK \HDU 7KH ILUVW LV WR RXWSHUIRUP WKH L
RXWSHUIRUP RXU RZQ WKUHH \HDU 75,5 DYHUDJH

2XU FRPSDQ\ ZLGH 75,5 2 WDFKHW LIWKH DYHUDJH Rl WKH EDVHO

, Q ZH HYWDEOLVKHG D ORQJHU WHUP FRPSDQ\ ZLGH HP
WR E\ FRPSDUHG WR WKH EDVHOLQH RI LQ 7KLV W
LQ RXU VDIHW\ SHUIRUPDQFH DQG UHSUHVHQWYV D 75,5 UHGXFW

2XU SHUIRUPDQFH DJDLQVW RXU SUHYLRXV WDUJHWYV LV VSHFLI

(PSOR\HH 6DIHW\ OHWULFV

(PSOR\HH LQFLGHQW UDWHV HPSOR\HH LQFLGHQW UDWH WDUJF
IDWDOLWLHYV DUH KH RMLEEHE BBHORRZH[FOXGHY VHOI UHSRUWHG ¢
UHFRUGDEOH LQFLGHQW\Q BH®HIBW SUDWIBW QBRIFOXGLQJ ZRUN UHC
FDVHV FDQ BISSRRGG[LY ° (6* 'LVFORVXUH 7RSLFV $FFRXQWLQ




<HDU (QGHG 'HFHPEHU

,Q QXPEHU Rl UHFRUGDEOH LQFLGHQWV
ZRUNHUV H[FHSW IDWDOLWLHYV
(PSOR\HH WRWDO UHFRUGDEOH LQFLGHQW UDWH D E F
7DUJHW ° HPSOR\HH 75,5 LQGXVWU\ WKUHH \HDU DYHUDJH G
7DUJHW ° HPSOR\HH 75,5 WKUHH \HDU DYHUDJH H
1XPEHU RI HPSOR\HH IDWDOLWLHV F
D 75,5 FDOFXODWLRQ WRWDO QXPEHU RI LQFLGHQWY PXOWLSOLHG E\ GLYLGH(
UHSUHVHQWYV WKH KRXUV HPSOR\HHV ZRUNHG SHU \HDU HPSOR\HHV ZF

VWDQGDUG EDVH IRU FDOFXODWLQJ LQFLGHQW UDWHYV
E (PSOR\HH 75,5 LQFOXGHV UHJXODU IXOO WLPH UHJXODU SDUW WLPH DQG WHPSRL
7THUPLQDOV EXVLQHVV VHIPHQW FRQWUDFWRUV ZH VXSHUYLVH RQ D GD\ WR GD\ E
F DQG HPSOR\HH UDWHV DQG IDWDOLWLHY DUH FDOFXODWHG XVLQJ LQF
DQGEUXDU\ UHVSHFWLYHO\ ,QMXULHV RU LOOQHVVHV PD\ ODWHU EH UHFODVVLI
G 7KH %/6 W\SLFDOO\ SXEOLVKHVY LQFLGHQW UDWH GDWD IRU D JLYHQ \HDU LQ WKH |
UHFHQW %/6 GDWD DYDLODEOH DW WKH EHJLQQLQJ RI HDFK \HDU ‘H FDOFXODWH
UDWHY EDVHG RQ FRGHV IURP WKH 1RUWK $RHULFD @ KRIG KVIVWVUFOXGHV VLISESBWORQH
QDWXUDO JDV RWKHU ZDUHKRXVLQJ DQG VWRUDJH VXSSRUW DFWLYLWLH\
WDUJHW LQGXVWU\ UDWHYVY DUH DQ DYHUDJH RI WKH PRVW UHFHQW WKUHH \HD!
ZH ILUVW FDOFXODWH WKH LQGXVWU\N UDWH E\ ZHLJKLQJ WKH %/6 LQGXVWU
RXU WKUHH \HDU DYHUDJH WDUJHW LQGXVWU\ 75,5 ZH DYHUDJHG WKH DQQXDC

H 7KH WKUHH \HDU WDUJHW LV EDVHG RQ WKH DYHUDJH 75,5 IRU SUHYLRXV WKUHH \

+HDOWK 6DIHW\ DQG (PHUJHQF\ 5HVSRQVH 7UDLQLQJ +RXUYV
2XU KHDOWK VDIHW\ DQG HPHUJHQF\ UHVSR-PVWLWQ QRDQHO B GW |
6\VWRHPWKNWDLQDELOLW\ 5HSRUW

Q RXU HPSOR\HHVWRRSDMWNG RARKHDOWK VDIHW\ DQG HPHUJ
WKURXJK RXU /06 ZLWK HDFK HPSOKRRNHWRINVQDD@PLQYHUIBLN R
URJKO\ PLOOLRQ DQQXDO LQYHVWPHQW LQ WUDLQLQJ IRU KHDO

7KH DYHUDJH QXPEHU RI HPSOR\HH KRXUV VSHQW RQ KHDOWK !
WUDLQLQJ WRSLFV QRW UHTXLUHG XQGHU 26+%$ DUH SURYLCG

7KLV LV FDOFXODWHG E\ PXOWLSO\LQJ RXU WRWDO WUDLQLQJ KRXUV E\ RX
HPSOR\HH PHGLDQ vVDODU\ GLVFORVHG LQ RXU BUR[\ 6WDWHPHQW




<HDU (QGHG 'HFHPEHU

KR V SHU HPSOR\HH RI KHDOWK VDIHW\ DQG HPHUJHQF\

JH X U

U RQVH WUDLQLQJ D E

D 7UDLQLQJ WLPH LV DVVLJQHG WR WKH EXVLQHVV VHIPHQW WKH HPSOR\HH ZDV DF\

E 2XU KHDOWK VDIHW\ DQG HPHUJHQF\ UHVSRQVH WUDLQLQJ FRYHUV WRSLFV UHTX
/IDERXU &RGH DQG OH[LFDQ VWDWH DQG SURYLQFLDO HTXLYDOHQW SURJUDPV L
VDIHW\ HPHUJHQF\ UHVSRQVH IDOO SURWHFWLRQ ILUH SURWHFWLRQ KD]DUG FR
SURFHVV VDIHW\ PDQDJHPHQW DQG UHVSLUDWRU\ SURWHFWLRQ 7KLV PHWULF D
DUH QRW H[SOLFLWO\ UHTXLUHG XQGHU 26+$ VXFK DV VDIH GULYLQJ ZKLFK D
DGYHUVH ZHDWKHU FRQGLWLRQV EDFN VDIHW\ ZKLFK H[SORUHV WKH IDFWRUV Wk

SRVLWLRQLQJ DQG HUJRQRPLFV ZKLFK H[SODLQV KRZ YDULRXV SRVWXUHV DQG P
KD]DUGYV

&RQWUDFWRU 6DIHW\ OHWULFV

2XU FRQWUDFWRU LQFLGHQW UDWHV DQG WKH QXPEHU RI FRQW
UDWHV DQG FRQWUDFWRU ZRUN UHODWHG IDWDOLWLHV H[FOXG
LQFLGHQWY SHU 26+$ JXLGDQFH ,QFLGHQW UDWHV LQFOXGLQJ
EH IRX®SSH@GL[ $ ° (6* 'LVFORVXUH 7RSLFV $FFRXQWLQJ OHW

<HDU (QGHG 'HFHPEHU

,Q QXP UHF

| R
HUV HJ
E

R UGDEO
N FHS

EHU H L
ZRU W IDW
&RQWUDFWRU WRWDO UHFRUGDEOH LQFLGHQW UDWH D

7DUJHW ° FRQWUDFWRU 75,5 LQGXVWU\ WKUHH \HDU DYHUD:JH
7DUJHW ° FRQWUDFWRU 75,5 WKUHH \HDU DYHYDJH D E +

1XPEHU RI FRQWUDFWRU IDWDOLWLHV E

D &RQWUDFWRU UDWHYV DUH EDVHG RQ LQFLGHQWYV FRQW U 35 E\R RIBDANMRQF X U B MG FAKY H
FDSLWDO H[SDQVLRQ SURMHFWV WKDW DUH DFWLYH DQG PHHW D PLQLPXP WRWDO
D PDMRU SURMHFW ZHUH QRW DYDLODEOH KRXU\QRHWHOMMWIRRDW KB ERYWGE IRFRQVRD
RSHUDWLQJ RXU PDULQH WDQNHUV DUH QRW L @FHGXNGERID UEDQM U U B Q\DFROXVE Bl W LRI W
,QFLGHQRY WXWMWDLQDELOLW\ 5GHSRUW

E DQG UDWHV DQG IDWDOLWLHY DUH FDOFXODWHG XVLQJ LQFLGHQW FOTL
-DQXDU\ UHVSHFWLYHO\ ,QMXULHV RU LOOQHVVHV PD\ ODWHU EH UHFODVVLILHC

ODULQH 7TUDQVSRUWDWLRQ /RVW 7LPH ,QFLGHQW 5DWH
6$6% ODULQH 7TUDQVSRUWDWLRQ 75 07 D *5,

$V GHVFWHRWLRPULQH 7UDQVSRUWDWLRQ 6SLOORIDWISHSHOHD \
6XVWDLQDELGWUHHSREKMLS 0ODQDIJHPHQW RSHUDWHY RXU -RQH:
QWUHSLG PDLQWDLQV SURFHWVYBY DQF W EHBXIUMY CRUG UHISRR
GHWHUPLQHYV WKH FODVVLILFDWLRQ IRU HDFK FDVH RI LQMXU\ F
WKH HYHQW RI D PDULQH LQMXU\ RU LOOQHVV ,QWUHSLG HQJD.

+ SK\WLFLDQ DGYLFH DW VHD

+ PDULWLPH WHOHPHGLFLQH

+ SK\WLFLDQ DQG QXUVH FDVH PDQDJHPHQW DQG

+ DUUDQJHPHQW DQG PDQDJHPHQW RI VKRUH VLGH PHGLFDO |




,QWUHSLG KDV LQLWLDWLYHY DQG SURJUDPV IRU IOHHW VDIHW\
WRSLFV
+ VDIHW\ OHDGHUVKLS
+ VKDULQJ EHVW SUDFWLFHV DQG
+ LQFUHDVLQJ FUHZ WUDLQLQJ RQ
" MRE VDIHW\
" ZRUN SHUPLWV DQG
" KRXVHNHHSLQJ

,QWUHSLG KDV DOVR LQLWLDWHG MRE VDIHW\ WUDLQLQJ SURJU
SUHYHQWLRQ DQG WR SUHYHQW FRPPRQ PXVFXORVNHOHWDO L!

‘H GR QRW LQFOXGH ,QWUHSLGuV LQFLGHQW\6 RERWKLRRSY Z\RHUHN H
DQG &RQWUDFWRU 6DIHW\ 6 WDWLVWLFV DQG $YHUDJH +RXUV RI
RI V6 KNWDLQDELOLW\ 5HSRUW

,QWUHSLGuV /7,5 RQ RXU PDULQH WUDQVSRUWDWLRQ YHVVHOV

<HDU (QGHG 'HFHPEHU

,Q QXPEHU Rl ORVW WLPH LQFLGHQWYV SHU
ODULQH ORVW WLPH LQFLGHQW UDWH D

D ODULQH /7,5 FDOFXODWLRQ WRWDO QXPEHU RI ORVW WLPH LOQOMXULHYV PXOWLSOLH
2LO &RPSDQLHV ,QWHUQDWLRQDO ODULQH )RUXP ODULQH ,QMXU\ 5HSRUWLQJ *XLG]|

6XSSO\ &KDLQ ODQDJHPHQW
*5

‘H GHYHORSHG D 6XSSOLHU &RGH RI &RQGXFW WKDW RXWOLQHV
VXSSOLHUV YHQGRUV DQG EXVLQHVV SDUWQHUV 2%DWBWEBOL
ZH ZRUN ZLWK DUH H[SHFWHG WR DGKHUH WRHW® RHE\BIS QHTXV WDHR
UHTXLUHG WR \FKDWH IV MWK HVEKRIXU 6 XSSOLHU &RGH RI &RQGXF
VXSSOLHU WUDFANGHHWDIWWRRU H[SHFWDWLRQV IRU WKH IROORZ
HQYLURQPHQWDO KHDOWK DQG VDIHW\

IUHHGRP RI DVVRFLDWLRQ DQG FROOHFWLYH EDUJDLQLQJ
IRUFHG ODERU

OLYLQJ ZDJHV DQG UHPXQHUDWLRQ

ZRUNLQJ FRQGLWLRQV

WUDQVDFWLQJ EXVLQHVV DQG

DQWL FRUUXSWLRQ

+H + +H+ H+ H H H

,Q DGGLWLRQ WR DGKHULQJ WR RXU 6XSSOLHU &RGH RI &RQGXF
WKHVH H[SHFWDWLRQV RU WKRVH VHW IRUWK E\ D VLPLODU VW
RSHUDWLRQV DQG VXSSO\ FKDLQV

3OHDVH VHH RXU 6XSSOLHU &RGH
V VXSSOLHUV YHQG
(QOYILURQPHOQ (6* 6RFLDO




6XSSOLHU 'XH 'LOLJHQFH

‘H FRQGXFW GXH GLOLJHQFH RQ SRWHQWLDO QHZ VXSSOLHUV D
WKHLU FRPSOLDQFH ZLWK RXU &RGH Rl &RQGXFW LQFOXGLQJ V
VWDQGRWEHQWLDO DQG H[LVWLQJ VXSSOLHUV DUH FKHFNHG WR
IHGHUDO FRQWUDFWV FHUWDLQ VXEFRQWUDFWVY DQG FHUWDLC
DQG EHQHILWYV

‘H GR QRW LVVXH QHZ FRQWUDFWYV ZLWK VXSSOLHUV WKDW KDY
*RYHUQPHQWMV 6\VWHP IR ¥$ZPUICHUNVQEI® EFHHOMfFOXGHG IRU WK
IUDXG

EULEHU\

FRUUXSWLRQ

IDLOXUH WR SD\ PLQLPXP ZDJH

YLRODWLQJ IHGHUDO FULPLQDO ODZV DQG

XQIDLU WUDGH SUDFWLFHYV

+H +H+ H+ H+ H +H

| ZH LGHQWLI\ DQ DFWLYH H[FOXVLRQ IRU DQ H[LVWLQJ VXSSOL
QDWXUH RI WKH H[FOXVLRQ DQG WR LQLWLDWH UHGXFWLRQV LC
LQTXLULHV D VXSSOLHU FDQ UHVROYH LWV DFWLYH H[FOXVLRQ
VHUYH DV RXU VXSSOLHU

‘H DOVR VFUHHQ VHUYLFH VXSSOLHUV GXULQJ RXU VHOHFWLRQ
FRQWUDFWRU PDQDJHPHQW ILUP :H UHTXLUH VHUYLFH VXSSOL
+ VDIHW\ SHUIRUPDQFH
+ HQYLURQPHQWDO SHUIRUPDQFH
+ RSHUDWRU TXDOLILFDWLRQYV
+ LQVXUDQFH
+ GUXJ DQG DOFRKRO WHVWV UHVXOWV DQG
+t D PDQDJHPHQW V\VWHP TXHVWLRQQDLUH
‘H UHTXLUH FHUWDLQ VXEFRQWUDFWRUV WR SURYLGH GRFXPHQ
+ VDIHW\ SHUIRUPDQFH
+ HQYLURQPHQWDO SHUIRUPDQFH DQG
+ RSHUDWRU TXDOLILFDWLRQYV

‘H PDQDJH VHUYLFH VXSSOLHU DQG VXEFRQWUDFWRU FRPSOLDC
VFRUHFDUG WR JUDGH HDFK VXSSOLHU DV UHFRPPHQGHG DFFH
PXVW JR WKURXJK D YDULDQFH SURFHVYVY DQG LPSURYH WKHLU J

6XSSOLHU '"HPRJUDSKLFV

‘H DLP WR EXLOG UHODWLRQVKLSY ZLWK GLYHUVH VXSSOLHUV L
RZQHG ,QGLJHQRXV 3HRSOHV DQG VPDOO EXVLQHVVHV H UH
HQFRXUDJH GLYHUVH VXSSOLHUV WR ELG RQ RXU SURMHFWYV
FRQWUDFWRU QHWZRUN

‘H DUH PHPEHUV RI WKH +06'& ZKRVH PLVVLRQ LV WR EULQJ WR
OLQRULW\ %XVLQHVYV (QWHUSULVHV 7KURXJK WKLV RUJDQL]DW
(QWHUSULVHV ZKR KDYH HDUQHG D GHVLJQDWLRQ IURP +06'& Y}t




VWDQGDUGY DQG EXVLQHVYVY UHTXLUHPHQWY ZLWKLQ WKHLU FD)\
LOQVWUXPHQWDO LQ GHYHORSLQJ DQG JURZLQJ D UREXVW GLYH!

$V@® +06'& PHPEHU ZH SDUWLFLSDWH LQ WKH 6XSS\OKIHY WIKHH UV
6XSSOLHU 'LYHUVLW\ $GYLVRU\ &RPPLWWHHpPV 3URFXUHPHQW 31
FRPSDQLHV WR GHIISQRMDXUE BREWPH QW PHZRUNY DVVLVWLQJ +(
GHYHORSLQJ DQG VWUHQJWKHQLQJ WKHLU VWUDWHJILF VRXUFL
PDQDJHPHQW SURJUDPV ,Q RQH RI RXU HPSOR\HHV ZDV DS
$GYLVRU\ &RPPLWWHH IRU WKH WHUP

7TKH SHUFHQWDBIYW @REDRUWD®I RXU VPDOO EXVLQHVV PLQRUL
YHWHUDQ RZQHG VXSSODNUZBHORFXV RXRHQOWR V¥ B B QBTG XBIIKDRZQ W

<HDU (QG 'HFHPEHU

3 RZQHG VXSSOLHU

UFHQWDJH RI VPDOO EXVLQHVV G UDQ
v HQW VSHQG D E

gURFXUHPHQM/VSHQG YV WRWDO
6PDOO EXVLQHVV VSHQG
OLQRULW\ RZQHG VXSSOLHU VSHQG
‘RPHQ RZQHG VXSSOLHU VSHQG
9HWHUDQ RZQHG VXSSOLHU VSHQG
OXOWLSOH FDWHJRU\ VXSSOLHU VSHQG F

6PDOO EXVLQHVV GLYHUVH DQG YHWHUDQ RZQHG VXSSOLHU VSHQG
PLOOLRQV D

/IRFDO SURFXUHPHQW VSHQG PLOOLRQV G + +

D )RU VPDOO EXVLQHVYV PLQRULW\ RZQHG ZRPHQ RA/MHBECR Q@ YX SYSFTOWHUWD®LR AQ M GWA
GHVLJQDWHG E\ 'XQ %UDQRWUHHMWDV REM GHWHUPLQHG VXSSOLHU GLYHUVLW\ V
%UDGVWUHHW LI D VXSSOLHU ZDV GLYHUVH LQ DQ\ TXDUWHU LW LV UHIOHFWHG I

E BURFXUHPHQW VSHQG LV H[SHQGLWXUHYVY UHODWHG WR WKH SXUFKDVH RI JRRGV D
H[FOXGHY OHJDO FRVWYV BRQYWVWVEBRW®WHHSDDRGOQVOWWRFRPSDQ\ SD\PHQWYV SD\P|
HI[SHQGLWXUHV RXWVLGH WKH VFRSH RI RXU BURFXUHPHQW GHSDUWPHQW H J Ul

F OXOWLSOH FDWHJRU\ VXSSOLHU VSHQG LV GHILQHG DV KDYLQJ DW OHDVW WZR RI
YHWHUDQ RZQHG

G /IRFBBWRFXUHPHQW VSHQG LV SURFXUHPHQW VSHQG ZLWK FRPSDQLHV KHDGTXDUW|
RI WRWDO SURFXUHPHQW VSHQG LQ

TR 2

BHUYLFH 6XSSOLHU 6DIHW\

‘H XVH D PXOWL IDFHWHG DSSURDFK WR IRVWHU D FXOWXUH RI
2XU DSSURDFK EHJLQV ZLWK RXU GXH GLOLJHQFH SURFHVVHV (
WR LQWHJUDWH D FXOWXUH RI VDIHW\ ZLWK RXU VHUYLFH VXSS
IDFLOLW\ VDIHW\ RULHQWDWLRQV

ILHOG SURMHFW DQG GHVNWRS DXGLWV

MRE HYDOXDWLRQV

WUDLQLQJ

EHQFKPDUNLQJ DQG VDIHW\ VWDWLVWLFDO DQDO\VLV DQG
VDIHW\ LQVSHFWRU SODFHPHQW DQG WUDLQLQJ

+H + H +H+ H

2XU FRQWUDFWRU VDIHWHFWDRES®RFVHDDOGY KR URFWRU 6D
$YHUDJH +RXUV Rl +HDOWK 6DIHW\ DRIGWEKN WIH@MD ELHMINR QB\HE |




JRU PRUH | QIRUPDWIRQ VHH RXU &RQW(IOWWRY §QYLURQPHQW[
777 NILOGHUPRUJIDO EFRP - 0 PHGID '"REXPHOWYV

ROQOWUDFWRU
0RRQWUDEWRUGDIHW\O0DQXDO SGI

6XSSOLHU $XGLWV

‘H PRQLWRU RXU VHUYLFH VXSSOLHUVH HQYLURQPHQWDO DQG \
SURJUDPV¥RQGXFW ERWK UDQGRP DQG SULRULWL]HG DXGLWYV EC
DPRXQW RI ULVN WKH SURMHFW SUHVHQWY 2XU ILHOG DXGLWYV
GHVFULEHV WKH VWHSV IRU SUHSDULQJ IRU WKH DXGLW FRQGX

UHFRPPHQGDWLRQV WR R XU $OQGN MY/Q D OHWARIPFSNOLHOW HVG VBN HRPAWU L Q
WKLUG SDUW\ DXGLWRUYV

,Q DGGLWLRQ WR RXU UHJXODU VHUYLFH VXSSOLHU DXGLWV ZF
DXGLWV IRU DVEHVWRYV D@E HENVWH. Q HFRW VHQWWRWRUDJH GL\

2XU VXSSOLHU PRQLWRULQJ VWDWLVWLFVY DUH SURYLGHG EHOR

<HDU (QGHG 'HFHPEHU

6HUYLFH VXSSOLHU PRQLWRULQJ D
SHUFHQWDJH RI VHUYLFH VXSSOLHUV VXEMHFW WR SHUIRUPDQFH DXGLWYV
1XPEHU RI VHUYLFH VXSSOLHUV DXGLWHG E
SHUFHQWDJH RI VHUYLFH VXSSOLHUV DXGLWHG E

D , QFOXGHV ILHOG DQG GHVNWRS DXGLWYV

E . QFOXGHVY DFWLYH PHGLXP DQG KLJK ULVN VHUYLFH VXSSOLHUV $XGLWV DUH Jt
VHUYLFH VXSSOLHUYV

:DVWH ODQDJHPHQW
6$6% 5HILQLQJ ODUNHWLQJ (0 50 D *5, *5,

‘H DUH FRPPLWWHG WR PDQDJLQJ RXU KD]DUGRXV DQG QRQ KD]

ERWK HQYLURQPHQWDO DXWG HERWRPH FEKMQOIHMVYVRSHUDWLRQV .
ZDVWH LQFOXGLQJ

+ PXQLFLSDO ZDVWH
+ FRQVWUXFWLRQ DQG GHPROLWLRQ GHEULV

+ H[HPSW RLO DQG JDV H[SORUDWLRQ DQG SURGXFWLRQ ZDV\
+ KD]JDUGRXV OLTXLG DQG VROLG ZDVWH

2XU HPSOR\HHV UHFHLYH SRVLWLRQ UHOHYDQW WUDLQLQJ DER.:
SURGXFWYV ZH KDQGOH DQG XVH

VDIH SUDFWLFHV IRU ZRUNLQJ ZLWK KD]J]DUGRXV ZDVWH
VLWH VSHFLILF HPHUJHQF\ SODQYV

VSLOO SUHYHQWLRQ FRQWURO DQG FRXQWHUPHDVXUH SO
GRFXPHQWDWLRQ PHWKRGYV

+H + +H H+ +H

‘H VHHN WR UHGXFH WKH DPRXQW RI ZDVWH JHQHUDWHG WKUR X
¥ UHGXFLQJ VRXUFHV RI ZDVWH
¥ VXEVWLWXWLQJ OHVV KD]JDUGRXV RU QRQ KD]J]DUGRXV SURG
¥ UHXVLQJ PDWHULDOYV




+D]DUGRXV ODWHULDOV ODQDJHPHQW

+D]DUGRXV ZDVWH WKDW FDQQRW EH UHGXFHG RU UHXVHG LV V
UHFRYHU\ WUHDWPHQW WR UHPRYH WKH KD]J]DUGRXV FRQVWLW)
KDJ]DUGRXV ZDVWH %\ WUDFNLQJ KD]DUGRXV ZDVWH IURP JHQF
HQYLURQPHQWDO LPSDFWYVY DQG SRWHQWLDO ORQJ WHUP OLDEL
WKH DPRXQW RI KDJDUGRXV ZDVWH JHQHUDWHG DQG UHF\FOHG
GLVSRVDO GHWDLOV

7KH DPRXQW RI KD]DUGRXV ZDVWH JHQHUDWHG DQG WKH SHUFH

<HDU (QGHG 'HFHPEHU

,Q PHWULF WRQV H[FHSW SHUFHQV
$PRXQW RI KD]JDUGRXV ZDVWH JHQHUDWHG D E
3HUFHQWDJH UHF\FOHG F

D 9DOXHV DV RI RS WULO GDWD IRU GDWD DQG -XO\ IRU 7TKH\ HIFOXGH XQ
KD]DUGRXV ZDVWH JHQHUDWHG ZLWKLQ &DQDGD DQG OH[LFR +D]DUGRXV ZDVWH

E 6WDWHV PXVW IROORZ WKH (3$pV KDJDUGRXV ZDVWH FODVVLILFDWLRQV DOWKRXJK
ZDVWH +D]DUGRXV ZDVWH RQO\ LQFOXGHYV ZDVWH FODVVLILHG E\ WKH (3% DV KD]
FRGHV EXW QR (3% KD]JDUGRXV ZDVWH FRGHY DUH H[FOXGHG

F +DJDUGRXV ZDVWH UHF\FOHG IURP 8 6 RSHUDWLRQV LQFOXGHVY VKLSPHQWYV ZLWK
FRGHV + + + + DQG +

'XH WR WKH XQHYHQ QDWXUH RI KD]DUGRXV ZDVWH JHQHUDWLR
WKH DPRXQW RI KDJ]DUGRXV ZDVWH JHQHUDWHG DQG UHF\FOHG
ZDVWH JHQHUDWLRQ GXULQJ D JLYHQ \HDU LQFOXGH WKH QXPEI
PDLQWHQDQFH DFWLYLWLHYV

1RQ +D]DUGRXV :DVWPHXXDIQPHWHP HDWWVH 5HF\FOLQJ

2XU HIIRUWYV WR UHGXFH QRQ KD]J]DUGRXV ZDVWH LQFOXGH EXVL
KHDGTXDUWHUYV EXLOGLQJ DQG HGXFDWLQJ RXU HPSOR\HHV DE|
DW RXU +RXVWRQ KHDGTXDUWHUV LV D VLQJOH VWUHDP SURJULI
SODVWLF DQGID/BIORLR®RXP UHWLUHG RU XQXVHG ;7 HTXLSPHQW

FRPSDQLHV ZKR EUHDN GRZQ WKH HTXLSPHQW LQWR PDWHULDO
VTXDUH IRRWDJH LQ H[LVWLQJ RIILFHV ZH LQYHQWRU\ IXUQLW X
ORFDO QRQ SURILW RUJDQL]DWLRQV

7KH DPRXQW RI UHF\FOHG EXVLQHVV ZDVWH IURP RXU +RXVWRQ

<HDU (QGHG 'HFHPEHU

,Q WRQV
5HF\FOHG DOXPLQXP FDUGERDUG JODVV SDSHU DQG SODVWLF

&KHPLFDO ODQDJHPHQW

$V SDUWURHQFH 30DQQLQJ DQG &RPPXQLW\ 5LJKW WR .QRZ $FW
LQYHQWRU\ RI KD]JDUGRXV FKHPLFDOV VWRUHG DW PDQ\ RI RXU
WKUHVKROGV VXEPLW DQQXDO UHSRUWYV GRFXPHQWLQJRHH TX
UHSRUWY KHOS DJHQFLHV VXFK DV ORFDO ILUH GHSDUWPHQWYV




HPHUJHQF\ UHVSRQVH FRPPLVVLRQV SUHSDUH IRU FKHPLFDO HF
ZRUN ZLWK ILUVW UHVSRQGHUV WR S&HIRDURG RVLB PNV J&HREWH )
30DQQLQJ DQG (PHUJHRIFWEHWDDL QPEQBNVW\ 5HSRUW

&RPSHWLWLYH %HKDYLRU
6$6% OLGVWUHDP (0 O' D

2XU SROLFLHV SURKLELW LPSURBBHGHRRKEXEMWWWD RQL VH DQ P IH@L®
FRQWURO SULFHV RU VHH VWWLUFIHYWH LVQRD FIRPGSKRMMA IDLUO\ DQG KRQF
EXVLQHVV DQG WR FRQGXFW RXU RSHUDWLRQV LQ FRPSOLDQFH
IRUHLIJQ DQWLWUXVW ODZV

6RPH RI RXU 8 6 QDWXUDO JDV UHILQHG SHWUROHXP SURGXFW
WR UHIJXODWLRQ E\ WKH )(5& XQGHU WKH 1*$ RU ,&% RU E\ YDUI
&RPPLVVLRQ RI 7TH[DV 7KHVH UHJXODWLRQV VHW IRUWK WKH U
SURYLGH DQG LQ PDQ\ LQVWDQFHYV UHTXLUH WKDW ZH PDLQWD
SURYLGLQJ WUDQVSRUWDWLRQ DQG VWRUDJH VHUYLFHV RQ RXlL

2XU OH[LFR DVVHWYV DUH UHJXODWHG E\ YDULRXV OH[LFDQ UHJX
HVWDEOLVKHY FHUWDLQ FRQGLWLRQV DQG VSHFLILFDWLRQV L(

'REXPHOWY *RYHUQDQFH ()RR,R(‘HRF\’IR% VLQHVVB&RQGXFWBDQ(

2XU PRQHWDU\ ORVVHV DV D UHVXOW RI OHJDO SURFHHGLQJV D
DFFHVV DQG SULFLQJ UHJXODWLRQV DUH SURYLGHG EHORZ

<HDU (QGHG 'HFHPEHU

,Q PLOOLRQV
7RWDO DPRXQW RI PRQHWDU\ ORVVHV DV D UHVXOW RI OHJDO SURFHHGLQJV
VRFL WHG ZLWK IHGHUDO SLSHOLQH DQG VWRUDJH UDWH DFFHVV DQG SULFLQ.
JXODWLRQV D

[FOXGHV OHJDO IHHV DQG )(5& UDWH VHWWOHPHQWYV ,QF O X{3HR WK D@ W XRIW H3
SLSHOLQH DQG VWRUDIHVHIGIWERDWLWRIY SLSHOLQH DFFHVV SULFH JRXJLQJ RU Sl
)XWXUHV 7UDGLQJ &RPPLVVLRQ 8 6 )HGHUDO 7UDGH &RPPLVVLRQ &(5 OH[LFR (Qt
MXGJPHQW VHWWOHPHQWY RU UHJXODWRU\ SHQDOWLHVY RU FULPLQDO DFWLRQ\
HQWLW\ ZKHWKHU D UHJXODWRU\ DJHQF\ EXVLQHVV RU LQGLYLGXDO

7KH VHWWDIH® HQW ZDV IRU PDWWHUV WKDW ZHUH DOOHJHG W
WR RXU RZQHUVKLS DQG FRQWURO RI (O 3DVR &RUSRUDWLRQ D
VHYHUDO ODZVXLWYV ZHUH ILOHG E\ SXUFKDVHUV RI QDWXUDO J
/3 DQG QXPHURXV RWKHU HQHUJ\ FRPSDQLHVY 7KH SXUFKDVH
PDQLSXODWH WKH SULFH RI QDWXUDO JDV E\ SURYLGLQJ IDOVH
SXEOLVKHG JDV LQGLFHV 7KHVH FDVKW ISDYPMHEMNH @ DGHVMWQO H G
FRQWUDFWXDO WUXHDXS URHODLIRPX D UDVEQPVR KARRUSRUDWLRQ DQG ((
VHWWOHPHQW




SBUHYHQWLRQ RI &RUUXSWLRQ DQG %ULEHU\ WKURXJKRXW W
6$6% ([SORUDWLRQ 3URGXFWLRQ (0 (3 D *5, *5,

2XU SROLFLHV SURKLELW XV DQG RXU HPSOR\HHV IURP HQJDJLC
DFFHSWDEOH EHKDYLRU 2XU HPSOR\HHV GLUHFWRUV DJHQW\V
UHSUHVHQWDWLYHY DUH SURKLELWHG IURP JLYLQJ RU DFFHSWL
FRQQHFWLRQ ZLWK RXU EXVLQHVV :KLOH WKH 8 6 )RUHLJQ &R
WKDW DOORZV IRU VPDOO GROODU IDFLOLWDWLRQ SD\PHQWV W
URXWLQH JRYHUQPHQWDO DFWLRQV WKDW DUH QRQ GLVFUHWLR
SD\PHQWV RI DQ\ NLQG

$V SDUW RI RXU PDQDJHPHQW VA\VWHP IRU SUHYHQWLQJ FRUUXS
WUDQVDFWLRQV EH
+t DFFXUDWHO\ GHVFULEHG ZLWK DQ H[SODQDWLRQ RI WKH SX
¥ VXIILFLHQWO\ VXSSRUWHG E\ GRFXPHQWDWLRQ DQG
+f DSSURSULDWHO\ DSSURYHG E\ WKH UHTXLUHG OHYHO RI PD
WUDQVDFWLRQ SULRU WR HQWHULQJ LQWR D FRPPLWPHQW

$GGLWLRQDOO\ ZH KDYH LQWHUQDO FRQWUROV IRU DGGLQJ SD
SD\PHQWYV WR YHQGRUV 2XU FRQWUROV UHTXLUH UHYLHZ DQG
KLIJIKHU LQ RXU DFFRXQWLQJ V\VWHP UHSRUWLQJ FKDLQ WKDQ V

7KH DPRXQW Rl OHJDO RU UHJXODWRU\ ILQHV VHWWOHPHQWYV
SURYLGHG EHORZ

<HDU (QGHG 'HFHPEHU

VvV VHWWOHPHQWY RU SHQDOWLHV DVVRFLDWHG ZLWK

[/

“Ha /]

REXPHQOWY *RYHUQDOQFH OBK&RGHBRIBWXVLOHVVB&RQGXFWBDOQ(

2SHUDWLRQDO 6DIHW\

$VVHW , QWHJIJULW\ ODQDJHPHQW

‘H ZRUN WR SURYLGH VDIH UHOLDEOHXW®ES SHORMAAHHNQXW M\R WUWH R (
RSHUDWLRQDO ULVNV BHHODYWHOR VS IRRAIW DNV HSROLFLHY DQG S|
ULVNV 2XU SULPDU\ WRROV IRU PDLQWDLQLQJ VDIH RSHUDWLR

3LSHOLQHV DQG /LTXLGV 7HUPLQDOV
‘H FRQGXFW DFWLYLWLHV WR PRQLWRU WKH LQWHJULW\ RI RXU
WHUPLQDOV LQFOXGLQJ
+ PRQLWRULQJ WUDQVPLVVLRQ SLSHOLQHV DQG OLTXLGV WH!
WUDLQHG SHUVRQQHO XVLQJ 6&$'$ FRPSXWHU V\VWHPYV
$ YLVXDOO\ LQVSHFWLQJ SLRLDLRQGLRRWVY LRH JXID\DEA PR VLV




SHUIRUPLQJ LQWHUQDO WUDQVPLVVLRQ SLSHOLQH LQVSHFV

XVLQJ FDWKRGLF SURWHFWLRQ WR SURWHFW SLSHOLQHV V

FRUURVLRQ

+ HYDOXDWLQJ QHZ WHFKQRORJLHV IRU PDLQWHQDQFH DQG L

+ XVLQJ RXU SXEOLF DZDUHQHBMVWILRRY UBDPE GLHVEIDEHQH\Q/ 3|
W I VWD LQDE L @IRNE BMBRQUMWDWH ZLWK VWDNHKROGHUV LQ |
GDPDJH WR RXU SLSHOLQHV

+ SDUWLFLSDWLQJ LQ WKH 3LSHOLQH 6DIHW\ ODQDJHPHQW 6\
RSHUDWLRQV

+ ZRUNLQJ WR GHYHORS DQG LPSURYH RXU EXVLQHVV SURFH\
RSSRUWXQLW\ DVVHVVPHQWYV

+ PDLQWDLQLQJ DQG LPSURYLQJ RXU LQWHJULW\ PDQDJHPHQ
UHJXODWLRQV

+ PDLQWDLQLQJ UROHY DQG UHVSRQVLELOLWLHV DV GHILQHG

SURFHGXUHV

SURYLGLQJ HPSOR\HH WUDLQLQJ DQG

H[HFXWLQJ TXDOLW\ DVVXUDQFH SURJUDPV VXFK DV WKLUG

PHWULFV

+H +H

+H +H

2XU 206 DGGUHVVHVY WKH RYHUVLJKW RI DQG IRVWHUV D FXOWX
RXU DVVHW ,03 W LQFOXGHV DQQXDO TXDUWHUO\ DQG PRQW
¥ 7TKH DQQXDO UHYLHZ LV DWWHQGHG E\ RXU &22 HDFK EXVL(
LQWHJULW\ PDQDJHPHQW WHDP PHPEHUV 7KH UHYLHZ PD\
EXVLQHVYV VHIPHQW DQG FRYHUVY DVVHVVPHQW PHWKRGROR
UHDVVHVVPHQW QHHGVY DQG WKH DGHTXDF\ RI WKH ,03 7K
FRXOG HQKDQFH SLSHOLQH VDIHW\ LI DSSOLFDEOH
¥ 7KH TXDUWHUO\ DQG PRQWKO\ UHYLHZV LQFOXGH SURJUHV\
KLIK FRQVHTXHQFH DVVHWY DQG RSHUDWLRQV

ORUH LQIRUPDWLRQ RQ KRZ ZH XVH VPDUW 'Fsﬁza;%DvasolUQ\n_Qﬂ RX

rS_L_S_H_O_LQ_HALu_L_QJALHJ_LLLJAuJLF_MLE.&MXG)\O’LQH VIWFVR QK HHW |
Z7ZZ NI QGHUPRUJIDQ EFRP 6DIHW\ (QYLURQPHQW (6* &DVH 6WXGLF

8QGHUJURXQG 1DWXUDO *DV 6WRUDJH )DFLOLWLHYV

‘H PDLQWIDAMNQ PDQDJHPHQW SURJUDPV DQG PRQLWRULQJ V\VWHP
GHOLYHUDELOLW\ DW HDFK RI RXU XQGHUJURXQG QDWXUDO JDV
SURFHGXUHY DUH VXEMHFW WR SHULRGLF LQVSHFWLRQV DQG D
DUH LQGHSHQGHQW RI WKH EXVLQHVY VHIPHQWYV 'H KDYH SUR
PDLQWDLQ WKH VDIHW\ DQG UHOLDELOLW\ RI RXU XQGHUJURXQ (

‘H FROODERUDWH ZLWK LQGXVWU\ UHJXODWRUNRD @® ® W K ®U DEA
XQGHUJURXQG QDWXUDO JDV VWRUDJH E\

f FR OHDGLQJ WKH XSGDWHV RI $3, 55RO XWNMNRRAG /) & R2SHIWDW
8VHG IRU 1DWXUDO *DV 6WRUDJH DQG $3, 53 )XQFWLRQD
'HSOHWHG +\GURFDUERQ 5HVHUYRLUV DQG $TXLIHU 5HVHUY

+ SDUWLFLSDWLQJ RQ 38Q6$IURWE GULDW RUDO *DWBRB WU
UHFRPPHQGV IXQGLQJ Rl UHVHDUFK SURMHFWY WR HQKDQF
QDWXUDO JDV VWRUDJH LQ DTXLIHUV GHSOHWHG UHVHUYR




¥ FKDLULQJ WKH 35&,pV XQGHUJURXQG VWRUDJH FRPPLWWHH
XQGHUVWDQGLQJ RI WKH HITHFW RI K\GURJHQ RQ VWRUDJH
VWRUDJH IDFLOLWLHYV DQG

¥f VKDULQJ EHVW SUDFWLFHYV ZLWK LQGXVWU\ JURXSV VXFK D

'‘DPDJH 3UHYHQWLRQ

%YHFDXVH RQH RI WKH JUHDWHVW RSHUDWLRQDO ULVNV WR RXU
RUJDQL]DWLRQV ZKRVH PLVVLRQ LV WR SURPRWH VDIH GLJJLQJ
I &RPPRQ *URXQG 2P @WUWDHDPHSODWLQXP OHYHO VSRQVRU DQG
*URXQG $OOLDQFHpVY PHVVDJH WR 2FDOO EHIRUH \RX GLJ
f 3LSHOLQH $J 6D1HOWR BPEHWD GRHLYHQ RUJDQL]DWLRQ ZKRVH F
WR EXULHG SLSHOLQHV WKURXJK HGXFDWLRQ DQG LPSURYF
¥ 'UDLQ 7LOH 6DIHVD\ GROBDURNILRMQFRDOLWLRQ VSRQVRUHG E\ ¢
2QH &DOO &HQWHUV FRPPLWWHG WR LPSURYLQJ GUDLQ WLC
XQGHUJURXQG LQIUDVWUXFWXUH DQG
f $UHD 'DPDJH BUHYHQWLRQ &RXQFLOV 6WDWH 2QH &DOO &H
ZKHUH ZH RSHUDWH

%XVLQHVYV &RQWLQXLW\ 30DQQLQJ DQG (PHUJHQF\ 3UHSDUH

2XU EXVLQHVV FRQUWLOQQWWQSBBQWR KHOS XV UHVSRQG TXLFNO)
SUHSDUDWLRQV IRU DQG UHFRYHU\ RI IXQFWLRQV WR DGGUHVV

‘H PDLQWDLQ VLWH VSHFLILF HPHUJHQF\ UHVSRQVH SODQV IRU
VWDNHKROGHUV LQFOXGLQJ UHJXODWRU\ DJHQFLHV DQG DFWL
HPHUJHQF\ :H KDYH EDFNXS FRQWURO FHQWHUV LQ GLIITHUHQW
FULWLFDO FRQWURO URRP SHUVRQQHO D Q%X P DARWSIRLLD W SHEJDIWY
7HDP DXJPHQWY RXU EXVLQHVV VHIJPHQWVp H[LVWLQJ HPHUJHQ
DGGLWLRQDO UHVRX PROLWRWHMBE®Y WKDW SUHVHQW ULVNYV
SODWIRUPV DQG RWKHU WRROV WR LG HI®\8UIR YSLRMHRANLVDIL R SHHR
FRQWUDFWRUV ZLWK HPHUJHQF\ UHVSRQVH WUDLQLQJ 2XU HPI
1DWLRQDO ,QFLGHQW ODQDJHPHQW 6\VWHP ,QFLGHQW &RPPDQG
VHFXULQJ WKH VDIHW\ Rl WKH SXEOLF RXU HPSOR\HHV DQ
SURPSWO\ QRWLI\LQJ JRYHUQPHQWDO UHVSRQVH RUJDQL]D!
HQJDJLQJ ZLWK WKH ORFDO XWLOLW\ SURYLGHU

PDQDJLQJ WKH HPHUJHQF\

FRRUGLQDWLQJ UHVSRQVH DFWLYLWLHV DQG

UHVWRULQJ VHUYLFH

+H +H+ H H+ H +H

$WQ H[DPSOH RI RXU HIIRUWV WR NHHS RXU HPSOR\HHV DQG FR
FKDQJLQJ UHJXODWRU\ BHUXWHBPNQPRVYSOHWHG DGGLWLRQDO ,
WUDLQLQJ LQ DQWLFLSDWLRQ RI WKH LPSOHPHQWDWLRQ RI &DC
HPHUJHQF\ UHVSRQVH SURFHVVHYV




S3DQGHPLF 3UHSDUHGQHVYV

6LQFH ZH KDYH KDG D SDQGHPLF B3UHSDUHGQHVY 30DQ DQG
UHGXFH ULVN DQG PLWLJDWH LPSDFWV WR HPSOR\HHV DQG FUL
SUHSDUHGQHVYV &RPPLWWHH ZKLFK FRQVLVWV RI OHDGHUV DFU
LV FKDUJHG ZLWK GHWHUPLQLQJ WKH DSSURSULDWH SODQQLQJ
7KH 3DQGHPLF 3UHSDUHGQHVYVY &RPPLWWHH KDV UHJXODUO\ VFK
SUHVHQWLQJ ULVN WR RXU RSHUDWLRQV

2XU 3DQGHPLF 3UHSDUHGQHVY 30DQ JHQHUDOO\ IROORZV JXLGI
f 'RUOG +HDOWK 2UJDQL]JDWLRQ

f &HQWHUV IRU 'LVHDVH &RQWURO DQG 3UHYHQWLRQ
tf 86 )RRG DQG 'UXJ $GPLQLVWUDWLRAQ

I 26+9%

I $3,

f VWDWH DQG ORFDO KHDOWK DJHQFLHV DQG

f RWKHU JRYHUQPHQWDO UHJXODWRU\ DJHQFLHYV

%DVHG RQ WKH VL]H DQG VFRSH RI DQ HYHQW RXU FULVLV VXS!
FRUSRUDWH IXQFWLRQV WR LPSOHPHQW D VWDQGDUGL]HG SDQ(
WR WKH &ULVLVY 6XSSRUW 7HDP JLYLQJ XV WKH DELOLW\ WR GH
EHWWHU LGHQWLI\ SRWHQWLDO ULVN DUHDVY DQG WDNH FRUUHF

7R KHOS SUHYHQW WKH VSUHDG Rl GLVHDVH GXULQJ D SDQGHPI
LQWHUYHQWLRQV VXFK DV

+ HGXFDWLQJ RXU HPSOR\HHV DQG UDLVLQJ HPSOR\HH DZDUH

&RQWURO DQG 3UHYHQWLRQ JXLGDQFH

+ KDYLQJ RXU RIILFH EDVHG HPSOR\HHV ZRUN UHPRWHO\

+ SURYLGLQJ UHWXUQ WR WKH RIILFH VDIHW\ JXLGHOLQHV WF

+ HQKDQFLQJ RXU ZRUNSODFH FOHDQLQJ SURFHGXUHV LQFO;
ILOWUDWLRQ V\VWHPV
HVWDEOLVKLQJ D VHFXUH VXSSO\ FKDLQ WR SURYLGH WKH
ZRUNIRUFH
HVWDEOLVKLQJ WHVWLQJ SURJUDPV IRU HDUO\ GHWHFWLRQ
KRVWLQJ RQ VLWH YDFFLQH GLVWULEXWLRQ FOLQLFV
SURPRWLQJ VRFLDO GLVWDQFLQJ DQG ZRUNIRUFH PRGLILFD
LVRODWLQJ HPSOR\HHV WKDW SHUIRUP FULWLFDO ZRUN WD

+H

+H +H +H +H

)LUVW 5HVSRQGHU -RLQW ([HUFLVHV

7R EHWWHU SUHSDUH SHUVRQQHO DQG SUDFWLFH RXU HPHUJHC
HPHUJHQF\ HIHUFLVHV ZLWK ILUVW UHVSRQGHUV %\ FRQGXFW.L
UHVSRQGHUY DUH QRW RQO\ DEOH WR WHVW WKHLU HTXLSPHQW
WRIJHWKHU IDFH WR IDFH SULRU WR DQ DFWXDO HPHUJHQF\

([DPSOH GULOO VFHQDULRY LQFOXGH DPRQJ RWKHUV WKH IRO!
f SLSHOLQH UXSWXUHV UHOHDVHV DQG OLQH VWULNHYV
¥ VHYHUH ZHDWKHU HYHQWYV H J KXUULFDQHYV IORRGV WRL
¥ ZLOGILUHV DQG
¥ VHFEXULW\ LQFLGHQWY LQFOXGLQJ SK\VLFDO RU F\EHU DWW




1DWXUDO 'LVDVWHU 3UHSDUHGQHVY DQG 5HVSRQVH

'H SODQ IRU DQG KDYH HVWDEOLVKHG SURFHGXUHV IRU UHVSRC
PDLQWDLQ KD]DUG LGHQWLILFDWLRQ DQG ULVN DVVHVVPHQWYV |
ULVNVY DQG QDWXUDO GLVDVWHU VFHQDULRY DQG GHYHORS UH\
RINTLFLDOV RWKHU RSHUDWRUVY DQG WKHLU IDFLOLWLHYV DQG O

‘H XVH D YDULHW\ RI WRROV WR IRUHFDVW DQG PRQLWRU ZHDW
¥ ZHDWKHU HYHQW DQG WLGH OHYHO PRQLWRULQJ WKURXJK |
f *,6 PDSSLQJ RI UHDO WLPH VLWXDWLRQDO GDWD WR PRQLW
LQFOXGLQJ VXSSO\ FKDLQ UHVRXUFHV
I LQWHUQDO FRPPXQLFDWLRQ WR SURYLGH XSGDWHV WR DIIF
T DQQXDO WHVWLQJ RI EDFNXS ZRUN ORFDWLRQV WKDW VXSS
.Q +XUULFDQH ,DQ PDGH ODQGIDOO ILUVW LQ )ORULGD DQG V
RQ VDIHW\ SRWHQWLDO HIIHFWV RQ WKH HQYLURQPHQW PLWL.
VHUYLFHV LPSDFWHG E\ WKH VWRUP 2XU FULVLV VXSSRUW WH]
f HYWDEOLVKHG LQWHUQDO LQFLGHQW FRPPDQG UHVSRQVH \
¥ VWDIJHG VWDQGE\ PDWHULDOV DQG VHUYLFHV IRU SRWHQWL
f GHSOR\HG EDFNXS SRZHU JHQHUDWRUV HOHFWULFDO HTXL
f FRRUGLQDWHG UHVRXUFH VKDULQJ DFURVV EXVLQHVV VHJP

(PHUJHQF\ 5HVSRQVH 1RWLILFDWLRQ 6\VWHP

‘H PDLQWDLQ DQ HPHUJHQF\ UHVSRQVH QRWLILFDWLRQ V\VWHP
HIILFLHQW FRPPXQLFDWLRQ DQG GHFLVLRQ PDNLQJ LQ UHVSRQ)
UHJXODWRU\ DJHQFLHV 2XU SURFHVV IDFLOLWDWHY UHDO WLP
SHUVRQQHO ZLWK LQFLGHQW UHVSRQVH RU UHSRUWLQJ UHVSRC
DQG GRFXPHQW OHVVRQV OHDUQHG DQG WUDFN FRUUHFWLYH D

(PHUJHQF\ 5HVSRQVH 6XSSO\ &KDLQ 6XSSRUW
‘H HQGHDYRU WR PDLQWDLQ D UHOLDEOH VXSSO\ FKDLQ WR RS}
WR DQ HPHUJHQF\ ZH PDLQWDLQ

+ OLVWV RI HPHUJHQF\ UHVSRQVMWWERQWESREWBWY RQXESO \| X H
HPHUJHQF\ UHVSRQVH HTXLSPHQW
UHGXQGDQW UHVRXUFHV LQ FULWLFDO DUHDV RI RXU HPHU.
SURFHGXUHV WR WHPSRUDULO\ UDLVH VSHQGLQJ DXWKRUL\
VHFXULW\ UHVRXUFHYV

s
s

SHSRUWDEOH 3LSHOLQH ,QFLGHQWYV
6$6% OLGVWUHDP (0 O' D

2QH RI RXU SULPDU\ JRDOV LV WeKK BX GG HDRWVL QIFS 166Gl IQQH REAG HA
FDXVHV DQG FRQWULEXWLQJ IDFWRUV LQ DQ HIIRUWE IW\RH SRIHY H (
SUHYHQWLRQ HITRUWY LQFLGHQWYV RFFXUUHG LQ WKH UHSRUW|

7KH QXPEHU RI UH SIRQUAL IHQM/BASGWDQH RI UHSRUWDEOH SLSHO
VLIQLILFDQW DUH SURYLGHG EHORZ




<HDU (QGHG 'HFHPEHU

1XPEHU RI UHSRUWDEOH SLSHOLQH LQFLGHQWYV D E F
3HUFHQWDJH RI UHSRUWDEOH SLSHOLQH LQFLGHQWY WKDW DUH VLIJQLILFDQW G

D 5SHSRUWDEOH KD]J]DUGRXV OLTXLG SLSHOLQH LQFLGHQWY LQFOXGH H[SORVLRQV RU
PRUH H[FOXGLQJ UHOHDVHV Rl OHVV WKDQ ILYH EEOV DVVRFLDWHG ZLWK SLSHOL
KRVSLWDOL]DWLRQ RU HVWLPDWHG SURSHUW\ GDPDJH LQFOXGLQJ FRVW RI FOHD
Rl WKH RSHUDWRUHM{BHRMEKBUV RU ERWK

E 5SHSRUWDEOH JDV JDWKHULQJ WUDQVPLVVLRQ VWRUDJH DQG GLVWULEXWLRQ LQ
SLSHOLQH JDV IURP DQ XQGHUJURXQG QDWXUDO JDV VWRUDJH IDFLOLW\ OLTXHIL
DQ /1* IDFLOLW\ DQG WKDW UHVXOWV LQ RQH RU PRUH RI WKH IROORZLQJ FRQVHT
KRVSLWDOL]DWLRQ LL HVWLPDWHG SURSHUW\ GDPDJH RI RU PRUH LQ C
ODUFK LQFOXGLQJ ORVV WR WKH RSHUDWRU DQG RWKHUV RU ERWK EXW H[FC
WKUHH 00FI RU PRUH DQ HYHQW WKDW UHVXOWYV LQ DQ HPHUJHQF\ VKXWGRZQ
VA\VWHP IRU UHDVRQV RWKHU WKDQ DQ DFWXDO HPHUJHQF\ GRHV QRW FRQVWLWXYV
WKH RSHUDWRU HYHQ WKRXJK LW GLG QRW PHHW WKH FULWHULD RI LWHP RU

F 7KH QXPEHU RI SLSHOLQH LQFLGHQWYV DQG VLJQLILFDQW LQFLGHQWY UHSRUWHG |
DQG ODUFKUHVSHFWLYHO\

G 6LJQLILFDQW UHSRUWDEOH SLSHOLQH LQFLGHQWY DUH GHILQHG DV DQ LQFLGHQW
UHTXLULQJ LQ SDWLHQW KRVSLWDOL]DWLRQ JRW PRUH LDQWRWDONKRIVWYV F
WKUHVKROGV LQ GROODWWQOBUH UHFWLYHOALJKO\ YRODWLOH OLTXLG UHOHDV!
RU RWKHU OLTXLG UHOHDVHV RI EDUUHOV RU PRUH DQG /LTXLG UHOHDVHV U
LQFLGHQWY FDXVHG E\ D QHDUE\ ILUH RU H[SORVLRQ WKDW LPSDFWHG WKH SLSHQC
OLTXLG DOGHRRVHV 3+06%$ FRPELQHV WKH XQLQWHQWLRQDO DQG LQWHQWLRQDO U
VLIJQLILFDQW OLTXLG UHOHDVH WKUHVKROG

,Q HDFK \HDU SUHVKHK WRBW ERYIHXHQW UHDVRQ WKDW UHSRUWH
VLIQLILFDQW ZDV GXH WR WRWDO LQFLGHQW FRVWYV H[FHHGLQJ
IRU

5HSRUWLQJ 5HIJXODWHG 2Q0O\ *DWKHULQJ 3LSHOLQH ,QFLGHQWYV
3+06$pV 552* UXOH H[WHQGLQJ WKH DQQXDO DFFLGHQW DQG \
WR DOO KD]DUGRXV OLTXLG JDWKHULQJ OLQHV ZHQW LQWR HII
OLQHV FRYHUHG E\ WKLV UXOH DUH GHILQHG DV 552* :H DUH U
RWKHU UHTXLUHPHQWYV RI 3+06$ &)5 ° 3LSHOLQH 6DIHW\ 7L
3LSHOLQH UHJXODWLRQ GR QRW DSSO\ WR WKHVH JDWKHULQJ C

7KH QXPEHU RI UHSRUWDEOH 552* SLSHOLQH LQFLGHQWY DQG S
WKDW DUH VLIJQLILFDQW DUH SURYLGHG EHORZ
<HDU (QGHG 'HFHPEHU

1XPEHU RI UHSRUWDEOH 552* SLSHOLQH LQFLGHQWYVY D E F
JHUFHQWDJH RI UHSRUWDEOH 552* SLSHOLQH LQFLGHQWY WKDW DUH VLIJQLILFDQW C

D 5SHSRUWDERB]BYZRXV OLLIREGCHGWULIGH OXGH H[SORVLRQV RU ILUHV QRW LQWHQ\
JDOORQV RU PRUH H[FOXGLQJ UHOHDVHV RI OHVV WKDQ ILYH EEOV DVVRFLDWHG .
QHFHVVLWDWLQJ KRVSLWDOL]DWLRQ RU HVWLPDWHG SURSHUW\ GDPDJH LQFOXG]I
WR WKH SURSHUW\ RI WKH RSHUDGLROY RU RWKHUV RU ERWK

E 7KH QXPEHU RI UHSRUWDEOH 552* SLSHOLQH LQFLGHQWY DQG VLIJQLILFDQW LQFLC
ODUFK UHVSHFWLYHO\

F 7KH 7THUPLQDOV EXVLQHVYV VHIPHQW GRHVY QRW KDYH DQ\ SLSHOLQHV WR ZKLFK 3+

G 6LJQLILFDQW UHSRUWDEOH 552* KD]JDUGRXV OLTXLG SLSHOLQH LQFLGHQWY DUH G
FRQGLWLRQV D OLTXLG UHOHDVH YROXPH JUHDWHU WKDQ RU HTXDO WR EEOV |
LOMXU\ QHFHVVLWDWLQJ KRVSLWDOL]DWLRQ OLTXLG UHOHDVHV UHVXOWLQJ LQ D

DQG WKH WKUHVKROG L@PQG GROOHREBLIY\HO\ )RU KLIKO\ YIR-ODHDMHY OWKXIL
XQLOQOWHQWLRQDO DQG LOQWHQWLRQDO UHOHDVH YROXPHV ZHUH FRPELQHG WR GH\
7KHVH LQFLGHQWY DUH QRW FODVVLILHG DV VLIJQLILFDQW E\ 3+06%




1DWXUDO *DV DQG +D]DUGRXV /LTXLG 3LSHOLQHV ,QVSHFWLI
6$6% OLGVWUHDP (0 O' D

‘H DLP IRU VDIH RSHUDWLRQV DQG ]H U R 63HFMICROTDND D DHR I ®IY V6 VV
DQG $VVHW ,QWHJIULR\\®OWWDHOBBMZHWVFHESRYNPDQDJIJHPHQW
VWDWH RI WKH DUW WHFKQRORJ\ IRU PDLQWHQDQFH DQG LQWH.
DQG OLTXLGYV WHUPLQDOV IDFLOLWLHV :H ZRUN WR PHHW RU H
LQVSHFWLQJ RXU SLSHOLQHV ILQG RSSRUWXQLWLHV WR LPSUR
DQG WHFKQRORJLHYV

7KH QXPEHU RI LQVSHFWLRQV ZH PDNH YDULHV IURP \HDU WR \F
UHTXLUHPHQWYV

7KH SHUFHQWDJH RI QDWXUDO JDV SLSHOLQHV DQG KD]DUGRXV
WHVWYVY GLUHFW DVVHVVPHQWY RU RWKHU WHFKQRORJLHV DUH

<HDU (QGHG 'HFHPEHU

SHUFHQWDJH RI QDWXUDO JDV SLSHOLQHV LQVSHFWHG D E
SBHUFHQWDJH RI KD]JDUGRXV OLTXLG SLSHOLQHV LQVSHFWHG D E

D )RU VHIJPHQWYV RI SLSH WKDW DUH LQVSHFWHG PRUH WKDQ RQFH IRU WKH VDPH
LQVSHFWHG XVHG LQ WKLV FDOFXODWLRQ LV FRXQWHG RQFH ,Q VRPH OLPLWHG |
DUH FRQGXFWHG RQ WKH VDPH VHIJPHQW LQ WKH VDPH \HDU WKH PLOHDJH IRU HD

E )JRUWH *,6 SLSHOLQH PLOHDJH XVHG WR FDOFXODWH WKH SHUFHQWDJH Rl QDWX
WKLUG TXDUWHB [RIOXGHYV SURGXFWLRQEXYGQBRY OHOMYVQMW) WKH &2

JURP WKURXJKOSSUR[LPDWHOWHY RI RXU QDWXUDO JDM\OBNSRIIOLC
KOOUGRXV OLTXLG SLSHOLQHYVY ZHUH DVVHVVHG XVLQJ ,/,V SUH\

ODQDJHPHQW RI &KDQJHV WR WKH /HIJDO DQG 5HIJXODWRU\ (¢
6$6% ([SORUDWLRQ 3URGXFWLRQ (0 (3 D

2XU EXVLQHVVHV DUH UHJXODWHG E\ PXOWLSGHOBR)Y 5& QBMHQW L
$6($ 26+$ 86&* DQG RWKHU IHGHUDO VW DMRHL GHIRW L Q F IDD/Y HY
PDQDJH QHZ (6* UHJXODWRU\ ULVNV DQG RSSRUWXQLWLHV ZH F
FRPPXQLFDWLQJ DQG YHULI\LQJ FRPSOLDQFH ZLWK FKDQJHV LC
LQWHUQDO UHJXODWRU\ SHUVRQQHO ZRUN ZLWK LQWHUQDO DQ
JURXSV DQG DJHQF\ SHUVRQQHO WR LGHQWLI\ FKDQJHV LQ WK}
+ HQYLURQPHQWDO SHUVRQDO VDIHW\ SURFHVV VDIHW\ DQ¢
FOLPDWH FKDQJH F\EHU DQG SK\VLFDO VHFXULW\ UHJXODW
+ LQGXVWU\ FRGHY DQG VWDQGDUGV DQG
+ H[WHUQDO LQFLGHQW UHSRUWYV LQFOXGLQJ
" 86 1IDWLRQDO 7UDQVSRUWDWLRQ 6DIHW\ %RDUG DQG &
LQYHVWLJIDWLRQV
" &(5 DQG 3+06%$ DGYLVRU\ EXOOHWLQV DQG IDLOXUH UHS
" $6($ UHSRUWYV

‘H GLVWULEXWH D PRQWHKGURBRMHONRQYG X B5Q@IRWUISHEDU QG RB G H Y
FRPSOLDQFH UROHV DQG UHVSRQVLELOLWLHV 2XU FRPSOLDQF




SURSRVHG UHTXLUHPHQWY ZDUUDWQW K3HJ R K WEHGW LRDXOU LIHIHCEEND RN
FRRUGLQDWH SRWHQWLDO FRPSOLDQFH DSSURDFKHYV

,Q WKH 86 ZH HQJDJH ZLWK SROLF\ PDNHUV IURP ERWK PDMRU
OHYHOV :‘H JHQHUDOO\ DGYRFDWH IRU IDLU DQG WUDQVSDUHQ
SRVLWLYH EHQHILW WR RXU VWDNHKROGHUY DQG FXVWRPHUV

RXU EXVLQHVV LQFOXGLQJ EXW QRW OLPLWHG WR SLSHOLQH V
PHWKDQH UHJXODWLRQ F\EHUVHFXULW\ SROLFLHV DQG FRUSR!
LOQFHQWLYHYV WKDW FRXOG KHOS DGYDQFH WKH XVH RI &&86 51

‘H FRPPHQW RQ WKH IRUPXODWLRQ RI OHJLVODWLYH DQG UHJXC(
ORFDO OHYHOV DW WLPHV DV DQ LQGLYLGXDO FRPSDQ\ EXW PR
DVVRFLDWLRQV SULPDULO\ LQFOXGH ,1*$$%$ (QHUJ\ ,QIUDVWUXFV
WKH  QWHUQDWLRQDO /LTXLG 7THUPLQDOV $VVRFQOG VRMRKH U : BXS/U
RUJDQL]DWLRQV ZLWK ZKLFK ZH ZRUN WDNH SRVLWLRQV VXFK |
FRQVLVWHQW ZLWK RXU RZQ ‘H UHFRJQL]H WKDW WKLV PD\ QR
FRPSDQLHY DQG RWKHU VWDNHKROGHUV WKDW ZRUN ZLWK WKH
WKHVH JURXSY WR GHYHORS VROXWLRQV DQG ILQG FRPPRQ JUR

,Q ZH ZHUH PHPEHUV Rl WKH IROORZLQJ WUDGH DVVRFLDWLR
WKH ,QWHUQDO 5HYHQXH &RGH ZLWK GXHV LQ H[FHVV RI
$PHULFDQ *DV $VVRFLDWLRQ

$PHULFDQ ODULWLPH 3DUWQHUVKLS

*3%$ OLGVWUHDP

, QWHUVWDWH 1DWXUDO *DV $VVRFLDWLRQ RI $PHULFD
/ILTXLG (QHUJ\ BLSHOLQH $VVRFLDWLRQ IRUPHUO\ $VVRFLD'
SLSHOLQH 5HVHDUFK &RXQFLO ,QWHUQDWLRQDO

6RXWKHUQ *DV $VVRFLDWLRQ

7TH[DV 2LO DQG *DV $VVRFLDWLRQ

7H[DV 3LSHOLQH $VVRFLDWLRQ DQG

7KH SHUPLWWLQJ ,QVWLWXWH

+H ++ + =+ H+ H+ H+ H H

, Q RXU HPSIORYHIBVRY WKH ERDUG RI GLUHFWRUV IRU WKH IRC
$ODEDPD 1DWXUDO *DV $VVRFLDWLRQ

$PHULFDQ &KHPLVWU\ &RXQFLO

JORULGD (QHUJ\ 3LSHOLQH $VVRFLDWLRQ

*3%$ OLGVWUHDP

, QWHUQDWLRQDO /LTXLG 7THUPLQDOV $VVRFLDWLRQ

, QWHUVWDWH 1DWXUDO *DV $VVRFLDWLRQ RI $PHULFD
ILTXLG (QHUJ\ BLSHOLQH $VVRFLDWLRQ IRUPHUO\ $VVRFLD'
1DWXUDO *DV $VVRFLDWLRQ RI *HRUJLD

6RXWKHUQ *DV $VVRFLDWLRQ

7H[DV 2LO DQG *DV $VVRFLDWLRQ DQG

7H[DV 3LSHOLQH $VVRFLDWLRQ

o H H+ H+ H+ H H+ H H H D

2XU %YRDUG RYHUVHHV RXU SDUWLFLSDWLRQ LQ QDWLRQDO WUL
WR RXU %RDUGUHV (+6 &RPPLWWHH




‘H JHQHUDOO\ ILQG WKDW LW LV PRUH HIITHFWLYH WR WDNH D FI
SURSRVHG UHJXODWRU\ FKDQJHY UHODWHG WR RXU DVVHWYV DQ
JURXSY DQG UHJXODWRU\ DIJHQFLHY DQG HQJDJH LQ GLVFXVVLR
DQG FRPSOLDQFH VWUDWHJILHV

‘H WUDFN DSSOLFDEOH ILQDO UHJXODWLRQV LQWHUSUHWDWLR
GDWDEDVH EXVLQHVV VHIPHQW DQG FRUSRUDWH FRPSOLDQFH
XSGDWHG UHJXODWLRQV LQWHUSUHWDWLRQV DQG JXLGDQFH \
QHFHVVDU\ FRPSOLDQFH DFWLYLWLHV 7KH &22 DQG EXVLQHVYV
&22 EULHIV RXU %YRDUGMV (+6 &RPPLWWHH RQ WKH PRVW VLJQLI
DQ\ FRPPHQWY ZH KDYH SURYLGHG RQ SURSRVHG UHJXODWLRQ\

SROLWLFDO &RQWULEXWLRQV DQG /REE\LQJ ([SHQVHYV
*5

$V RXWOLQHG LLRRBENFMRGHWWRIYV RXU SROLF\ WR QRW VSRQVRU F
FRPPLWWHHY QRU PDNH FRQWULEXWLRQV WR SROLWLFDO SDUW
WR JURXSYV F JURXSV DQG LQGHSHQGHQW SROLWLFDO

&RQWULEXWLRQV ZH PDNH WRZDUG EDOORW PHDVXUHV OREE\L
LQWHQGHG WR SURPRWH WKH LQWHUHVWY RI RXU FRPSDQ\ DQG
SULYDWH SROLWLFDO SUHIHUHQFHV RI RXU H[HFXWLYHV $Q\ O
DVVRFLDWLRQV DUH OLPLWHG WR H[SHQVHV UHODWHG WR DGY
SROLWLFDO FDPSDLJQV FDQGLGDWHV RU SROLWLFDO SDUWLH)
DQG RYHUVHHYV DQ\ FRQWULEXWLRQV PDGH WRZDUG EDOORW P}

‘H HQFRXUDJH HPSOR\HHV FRQWUDFWRUV DQG RWKHUV DIILOL
PDWWHUY DQG WR VXSSRUW ZLWK WKHLU RZQ IXQGVY DQG RQ W
FKRLFH (PSOR\HHV PD\ QRW XVH WKH FRPSDQ\pV IXQGV WR FR
SXEOLF RIILFH ‘H DOVR HQFRXUDJH DQG VXSSRUW H®@SOR\HHV
DFFRUGD Q®PHJ BRGH RI &RQGXFW

:KLOH ZH PDGH QR FRQWULEXWLRQV WR SROLWLFDO FDPSDLJQV
OREE\LVWVY RU OREE\LQJ RUJDQL]DWLRQV RXU WUDGH DVVRFLD
DWWULEXWHG WR OREE\LQJ DQG SD\PHQWYV PDGH LQ UHODWLR(

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQGV
&RQWULEXWLRQV WR SROLWLFDO FDPSDLJQV FDQGLGDWHY DQG SDUWLHV
3D\PHQWV WR OREE\LQJ RUJDQL]DWLRQV D
7UDGH DVVRFLDWLRQ GXHV E

1RQ GHGXFWLEOH SRUWLRQ RI WUDGH DVVRFLDWLRQ GXHV DWWULEXWHG WR OREE
DQG SROLWLFDO H[SHQGLWXUHV E

3D\PHQWY PDGH LQ UHODWLRQ WR EDOORW PHDVXUHYV

D 7KHVH DUH QRW SD\PHQWY IRU SROLWLFDO H[SHQGLWXUHVY L H SROLWLFDO FDP:

E ,QFOXGHV RQO\ F RUJDQL]DWLRQV XQGHU WKH ,QWHUQDO 5HYHQXH &RGH IRL
FDOHQGDU \HDU DQG ZHUH UHYLVHG WR LQFOXGH RQO\ F RUJDQL]DW
UHSRUWHG




&OLPDWH 5HODWHG /REE\LQJ DQG 7UDGH $VVRFLDWLRQV

'LUHFW /REE\LQJ
‘H GLUHFW RXU OREE\LQJ HIIRUWYV WRZDUG WRSLFV DSSOLFDEO
WD[HV DQG SLSHOLQH VDIHW\ :‘H GR QRW EHOLHYH DQ\ RI RXU
JRDO RI WKH 3DULV $JUHHPHQW WR OLPLW JOREDO DYHUDJH W&t
UHODWHG OREE\LQJ DFWLYLWLHYVY LQFOXGH WKH IROORZLQJ
f '"H SURYLGHG HGXFDWLRQDO LQIRUPDWLRQ WR 8 6 +RXVH D
WKH\ FRQVLGHUHG D IHH RQ PHWKDQH HPLVVLRQV DV SDUW
RULJLQDOO\ LQWURGXFHG LQ WKH 6HQDWH WKH SURSRVHG
°ZH PDGH VXJIJHVWLRQV WR PDNH WKH SURSRVDO IDLUHU D
f 'HDGYRFDWHG IRU UHDVRQDEOH LQFHQWLYHV IRU &&86 LQ
RI WKH ,5% SURYLVLRQV UHIOHFWLQJ RXU DGYRFDF\ ZH
f :"HDUH QRZ ZRUNLQJ ZLWK YDULRXV FRDOLWLRQV WR KHOS
'"HSDUWPHQW JXLGDQFH UHODWHG WR WD[ FUHGLWYV IRU &&:
f 'H ZRUNHG ZLWK WKH 7H[DV 5D DMONBRDRENKRPHPWWKWHILRIQDE & OKLHF €
SULPDF\ RYHU WKH SHUPLWWLQJ RI &0DVYV 9, ZHOOV IRU &&
&&86 LQ 7H[DV

7UDGH $VVRFLDWLRQ $OLJQPHQW

Q ZH UHYLHZHG WKH DQGIWIPGIH \W VBHRFZ B WQ RQVDWR ZKRP ZF
JUHVHU WKDQ ZKHUH D SRUWLRQ RI WKRVH GXHV ZHQW W
FXUUHQW SROLF\ VWDWHPHQWY FOLPDWH UHODWHG SROLWLFD
LQIRUPDWLRQ WR GHWHUPLQH WKHLU DOLJQPHQW ZLWK RXU (6%
DVVRFLDWLRQV DOLJQHG ZLWK RXU ORZHU FDUERQ IXWXUH DQGC

"KHQ GHWHUPLQLQJ DOLIQPRIQWRZKQFR QWUWIHGHDH® WKRXU ORZHI
PHWKDQH PLWLIJDWLRQ VWUDWHJ\6B 6 % LGRHOW U R R GVWEERRD H Q W/ELL
SHSRUW
a (QHUJ\ 7TUDQVLWLRQ DQG ZRIZHXSSESRUBRRD PRENKUHFDUERQ IXW
RXU FXVWRPHUV WR PHHW WKHLU *+* JRDOV WKURXJK
} HISDQGLQJ RXU QDWXUDO JDV WUDQVPLVVLRQ UHVSRQ
EXVLQHVVHV
} LQYHVWLQJ LQ PLGVWUHDP DVVHWY WKDW VXSSRUW WK
IXHOV LQFOXGLQJ UHQHZDEOH GLHVHO DQG VXVWDLQD
} SXUVXLQJ ORZHU FDUERQ FRPPHUFLDO RSSRUWXQLWLH
} VXSSRUWLQJ WKH DGYDQFHPHQW RI &&86 K\GURJHQ D¢
a OHWKDQH OLWLJDWLRQ ° ZH UHFRJQL]H WKDW PHWKDQH HPL
WUDQVSRUWDWLRQ VWRUDJH DQG GLVWULEXWLRQ RI QDW
GR QRW GLPLQLVK WKH FOLPDWH DGYDQWDJH RI QDWXUDO

$VVRFLDWLRQ $VVRFLDWLRQ &OLPDW

HP
$PHULFDQ *DV $VVRFLDWRE
UHO
VHU
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,Q OLQH ZLWK RXU FRUH YDOXHYV

‘H DUH FRPPLWWHG WR FRPSO\LQJ ZLWK WD[ ODZV DV ZHOO DV

FRXQWQLAHAMWMLFK ZH RSHUDWH

&RQGXFW ZH PDQDJH RXU WD[ DIIDLUV E\ DSSO\LQJ UHVSRQVLE
E\ ODUJH GHSUHFLDWLRQ H[SHQVHV SDUWLDOO\ FUHDWHG E\ E
JHQHUDWHG WD[DEOH ORVVHV IRU WKH SDVW VHYHUDO \HDUV

ZH QRZ KDYH D ODUJH

IHGHUDO QHW RSHUDWLQJ ORVV EDODQF|

VLIQLILFDQW SRUWLRQ RI RXU WD[ FRQWULEXWLRQ LV LQ WKH |

FRPPXQLWLHYV LQ DUHDV ZKHUH ZH RSHUDWH




,QFRPH WD[HV SDLG E\ FRXQWU\ SURSHUW\ WD[HV SDLG DQG U

<HDU (QGHG 'HFHPEHU

,Q PLOOLRQV
,QFRPH WD[HV SDLG D E F

86 )HGHUDO
8 6 6WDWH
&DQDGD
OH[LFR
7RWDO LQFRPH WD[HV SDLG QHW

BURSHUW\ WD[HV SDLG G H

5R\ADOWLHYV DQG GXWLHV SDLG |

D :H GR QRW KD YHUBPXWLRHQYW. @ $6UD]LO WKH &D\PDQ ,VODQGVQRFWR IV[®IVQSED LRSU L\@ K%l UL
&D\PDYODQGYV 6FRWODQG RU WKH 1IHWKHUODQGV LQ DQG 7KH HQWL)
DFTXLVLWLRQV DQG ZH DUH ZRUNLQJ WR FORVH WKHVH HQWLWLHYV

E 1HJDWLYH DPRXQWV LQGLFDWH D UHIXQG ZDV UHFHLYHG

F  ,QFOXGHV FDVK WD[HV IURP WKH IROORZLQJ XQFRQVROLGDWHG & FRUS MRLQW Y
//& DQG 3URGXFWV 6( 3LSH /LQH &RUSRUDWLRQ

G 3URSHUW\ WD[HV SDLG LQFOXGH WKH QHW WD[ SDLG IRU D UHSRUWLQJ \HDU IRU
MRLQW YOHQOBVKRIWYRUDWH RZQHG DVVHWVY 3URSHUW\ WD[HV DUH EXGJHWHG IRU L¢
SURMHFWHG SURSHUW\ YDOXDWLRQV DQG WD[ UDWHV DQG WD[HV DUH DFFUXHG E
UHFHLYHG YHULILHG DQG SD\PHQWV VXEPLWWHG 3URSHUW\ WXDWAWKANQV DQG L
UHSRUWLQJ \HDU DQG DQ\ DGMXVWPHQWYV DUH DFFRXQWHG IRU LQ WKH ILQDO SUR

H 1RQ RSHUDWHG MRLQW YHQWXUHV DUH LQFOXGHG LQ WKH QHW SURSHUW\ WD[H"
.0, SHUFHQWDJH RZQHUVKLS RI HDFK MRLQW YHQWXUH

| SR\DOWLHV DQG GXWEKVISDH\GVIRHIRKBW. 2L QFOXGH UR\DOW\ SD\PHQWV VHYHUDQF
WD[HV DQG VFKRRO WD[HV )RU WKH 1DWXUDO *DV 3LSHOLQHV EXVLQHVV VHJIPHQ
WD[HV DQG VWDWH VSHFLILF WD[ OHYLHV 7KH 7HUPLQDOV DQG 3URGXFWV 3LSHC

7KH &DQDGD WD[ SDWUREOQMWHRAQY WKH LQFRPH WD[ LPSDFW RI1 JDL
&DQDGLDQ SLSHOLQHV DQG WHUPLQDOV 3RVW VDOH ZH KDYH
KDYH QR PDWHULDO WD[ OLDELOLW\ LQ IXWXUH \HDUV

‘H GR QRW KDYH D SUHVHQFH LQ FRXQWULHYV WKDW DUH FRQVL/(
WKH H[FKDQJH RI LQIRUPDWLRQ UHTXHVW VWDQGDUG DFFRUGLC
DQG 'HYHORSPHQW W D[ $GWED QWLRIDDHOICA\ WHKSHRERX QWULHV WR ZK
RI WKH *OREDO )RUXP RQ 7UDQVSDUHQF\ DQG ([FKDQJH RI ,QIRL

K -\

Zz77Z VYHE JRY | ["GREF $UFKIYHVY HGIDU GDWD




'DWD 6HFXULW\
6$6% 6HUYLFHV 69 36 D

‘H HPSOR\ D FRPSWHIOMHILYIRU LGHQWLI\LQJ DQG DGGUHVVLQJ |
WKH 8 6 &RPPHUFH '"HSDUWPHQWUV 1DWLRQD)WD@WWRWNXWRIURI 6
,PSURYLQJ &ULWLFDO ,QIlUDWVWUWX FWXRHZ&EN BWXMFOUINA VWD QG
SURPRWH WKH SURWHFWLRQ RI FULWLFDO LQIUDVWUXFWXUH 7
SURYLGH JROGK®RZ WMR/PDQDJH VXSSO\ FKDLQ F\EHUVHFXULW\ 2
ORQJ WHUP LQLWLDWLYHVY WR LQFUHDVH WKH VHFXULW\ VXUUR:
WKUHDW PRQLWRULQJ ULJRURXV VHFXULW\ SURWRFROV DQG J

*RYHUQDQFH 6WUXFWXUHYV
:H DUH FRPPLWWHG WR SURWHFWLQJ VHQVLWLYH LQIRUPDWLRQ
, /7 GHSDUWPHQW 7KLV JURXS
f UHSRUWYV TXDUWHUO\ WR VHQLRU PDQDJHPHQW LQFOXGLQJ
,QIRUPDWLRQ 2IILFHU *HQHUDO &RXQVHO EXVLQHVYV VHJIPFE
f SUHSDUHV PDQDJHPHQW EULHILQJY WKDW LQFOXGH FRPSDC
¥f SURYLGHV D IRUXP IRU GLVFXVVLQJ GDWD VHFXULW\ ULVN \

2XU %RDUGHV $XGLW &RPPLWWHH LV EULHIHG TXDUWHUO\ RQ F\
PDQDIJHPHQW SURJUDP DQG LQLWLDWLYHV

OHDVXUHV WR ORQLWRU DQG 5HVSRQG WR 'DWD %UHDFKHV DQG
‘H KDYH PDGH LQYHVWPHQWY WR DGGUHVV GDWD VHFXULW\ ULV
 FRQWLQXRXV WKLUG SDUW\ VHFXULW\ PRQLWRULQJ RI RXU
+ DGYDQFHG SHUVLVWHQW WKUHDW JURXS PRQLWRULQJ WR N
+ VWDQGDUGL]DWLRQ RI QHWZRUN VHFXULW\ DUFKLWHFWXUH

DQG
+ WMFXULW\ LQIRUPDWLRQ DQG HYHQW PDQDJHPHQW VRIWZDU

2XU ULVN EDVHG DSSURDFK IRFXVHV RQ FULWLFDO V\VWHPV ZKl
SLSHOLQH VDIHW\ RU UHOLDELOLW\ 2XU FULWLFDO EXVLQHVV
ORFDWLRQV 6HSDUDWH EXVLQHVYVY DQG 6&%'$ QHWZRUNV DOOR
WKH VHFXULW\ RI WKHVH V\VWHPV 2XU VHFXULW\ LQIRUPDWLR
VHEXULW\ HYHQWY DQG DJJUHJDWH VHFXULW\ UHODWHG LQFLGH
PDOLFLRXV DFWLYLWLHY 7KLV SURJUDP VHQGY DOHUWYV LI WKI
SRWHQWLDO VHFXULW\ LVVXH

6HFXULW\ IXQFWLRQDOLW\ LV FRQWLQXRXVO\ PRQLWRUHG E\ RX
f PRQLWRUV FULWLFDO 6&%'$ VIVWHPY DQG WHOHFRPPXQLFD\
f FRPPXQLFDWHY GLUHFWO\ ZLWK FRQWURO FHQWHUYV
f DVVLIQV VXSSRUW VWDII DQG PDQDIJHPHQW WR DGGUHVYV L
f PRQLWRUY GDWD FHQWHUVu SK\VLFDO RSHUDWLQJ FRQGLW

,Q DGGLWLRQ WR WKH PRQLWRULQJ SHUIRUPHG E\ WKH QHWZRU
IRU VLIQV RI PDOLFLRX\EARWVYWEWYU MWKWUWRAGK, MKBDVWUXFWXUH €
G\EHUGHQWUD @CWISIIDIBN\ VHFXULW\ RBKUIAKWR RIQYWDRMHHMVHRIQ WL Q >
PDOLFLRXV DFWLYLW\ LV GHWHFWHG RXU F\EHUVHFXULW\ VWDI




‘H PDLQWDLQ D GHGLFDWHG 6&%'$ JURXS ZLWKLQ RXU ,7 GHSDU!
HYHQWY DQG LQFLGHQWY WKDW PD\ LPSDFW RXU RSHUDWLRQV
VI\VWHPY DQG ZRUNVWDWLRQV LQ RXU GDWD FHQWHUYV DQG FRQ

2XU SURFHVVHY DQG F\EHUVHFEXULW\ SODQV DUH SDUW RI RXU F
PXOWL DJHQF\ ZRUVW FDVH GULOOV IRU FRQWLQXDO SURFHVYV L

,Q WKH HYHQW WKDW GDWD DQG QHWZRUN GHIHQVHYV DUH E\SD\
5HVSRQVH 30DQ ZRXOG KHOS LGHQWLI\ FRQWDLQ DQG HUDGLFI
QHHGHG $GGLWLRQDOO\ WKH SODQ UHTXLUHV WKDW WKH DSS
LOQFLGHQWY DQG EH XSGDWHG DV WKH VLWXDWLRQ ZDUUDQWYV

9XOQHUDELOLW\ $VVHVVPHQWY DQG 3HQHWUDWLRQ 7HVWLQJ

‘H KLUH DQ LQGHSHQGHQW WKLUG SDUW\ F\EH DQQECOUILKM\ WIKUWR) G
SDUW\ FKHFNV IRU YXOQHUDELOLWLHY RQ RXU HIWHUQDO DQG 1
RXU LQWHUQDO QHWZRUN DQG VLWHV ,Q ZH LQLWLDWHG U
SHQHWUDWLRQ WHVWLQJ RI RXU VA\VWHPV || YXOQHUDELOLWLH
UHPHGLDWH DQ\ LVVXHV

*RYHUQPHQW DQG ,QGXVWU\ *URXS (QJDJHPHQW
‘H HQJDJH ZLWK D ZLGH YDULHW\ Rl JRYHUQPHQW DJHQFLHV DQ
LGHQWLI\ RSSRUWXQLWLHYV WR LPSURYH RXU VHFXULW\ LQFOXC
+ DFWLYH SDUWLFLSDWLRQ LQ ,7 6HFWRU &RRUGLQDWLQJ &R
+ DWWHQGDQFH DW FODVVLILHG EULHILQJV DQG VHFXULW\ DL
” l2(
" YJHGHUDO % XUHDX RI ,QYHVWLJDWLRQ DQG
" '"HSDUWPHQW Rl +RPHODQG 6HFXULW\

SDUWQHUVKLS ZLWK WKHVH VHFXULW\ DIJHQFLHY SURYLGHV XV |
LQIUDVWUXFWXUH SURWHFWLRQ DQG F\EHUVHFXULW\ LVVXHV D'

(PSOR\HH 7UDLQLQJ
(PSOR\HHVY DUH UHTXLUHG WR WDNH DQQXDO F\EHU DQG SK\VLF
KHOS HPSOR\HHV JXDUG RXU7R‘ENU\DROEMEKWIL¥BYO BIDWIOH WUDL
HPSOR\HHV KRZ WR
f VSRW FRPPRQ W\SHV RI SKLVKLQJ HPDLOV
I XQGHUVWDQG NH\ FRQFHSWYV IRU VDIHO\ EURZVLQJ WKH LQ\
f LGHQWLI\ SK\VLFDO ULVNV WR WKH VHFXULW\ RI RXU GDWD
f UHSRUW VXVSLFLRXV HPDLOV WR WKH SURSHU FKDQQHOV

(PSOR\HHVY DUH WHVWHG RQ WKHLU DELOLW\ WR LGHQWLI\ SKLV
FRPSHWH DQG DQ HPSOR\HH IURP WKH EXVLQHVYV VHIJPHQW ZLW
OLQNV LV VHOHFWHG WR ZLQ D SUL]J]H &\EHUVHFXULW\ SHUIRUF
SHUIRUPDQFH UHYLHZV




(PSOR\HH 5HODWLRQV

(PSOR\HHV
6$56% ,QYHVWPHQW %DQNLQJ %URNHUDJH )1 ,% D SURIHVYV
36 D *5, *5,

‘H XVH D VWUDWHJILF DSSURDFK WR EXLOGLQJ D GEFHUVH LQFC
GHSDUWPHQW SURYLGHV H[SHUWLVH DQG WRROV WR DWWUDFW
HPSOR\HHVY FDUHHU DQGHGHYHOREBRH WP SEBRONHVY RSLQLRQV D
HQJDJH ZLWK PDQDJHPHQW DQG DVN TXHVWLRQV RQ WRSLFV VX
FRQFHAXQV&(2 DQG RXU 3UHVLGHQW PDLQWDLQ FRPPXQLFDWLRQ
HPDLOV DQG DXGLR PHVVDJHV 7KH\ DOVR KROG SHULRGLF YLG
GLUHFWRBORAMHER HFUH HQFRXUDJHG WR DVN TXHVWLRQV DQG \

(PSOR\HH &RPSHQVDWLRQ
:H OLQN WRWDO FRPSHQVDWLRQ WR RXU ILQDQFLDO SHUIRUPDAC
WHUP VWUDWHILF RSHUDWLRG@DEH®HY HLOYBRQWLDQ REMHAWWYMH
VKRXOG UHZDUG HPSOR\HHV IRU
T DGYDQFLQJ RXU EXVLQHVYV VWUDWHJILHYV
f DGYDQFLQJ WKH LQWHUHVWY RI RXU LQYHVWRUV DQG RWKFE
¥ XSKROGLQJ DQG FRPSO\LQJ ZLWK RXU SROLFLHV LQFOXGLC
ZRUNSODFH
T LQFHQWLYL]LQJ FRPSOLDQFH ZLWK RXU (6* SROLFLHV LQFC
SROLFLHV DQG
f PHHWLQJ RXU HQYLURQPHQWDO VDIHW\ DQG FRPSOLDQFH

‘H DUH FRPPLWWHG WR SD\LQJ RXU HPSORMHMHY WDIPQ UVADD HO D QL
3D\ LV EDVHG RQ D WKRURXJK DQDO\VLV RI WKH PDUNHW VDOD
obzv :H HYDMDEBODAMK WKDW DUH FRPSHWLWLYH ZLWK H[WHUQD!
LQWHUQDOO\ IR(PSORLDBD F MRIIHVQVDWLRQ LQFOXGHVY FRPSHWLW
ZKLFK ZH RSHRPMHNVNDYEYH EHQHILWY LQFOXGLQJ UHWLUHPHQW
DQG IRU HOLJLEOH HPSOR\HHV ORQJ WHUP LQFHQWLWY¥WHUDQG

RI RXU HPSOR\HHV ZHUH HOLJLEOH IRU WKH HPSOR\HH VWRF]|

$QQXDO ,QFHQWLYH 30DQ

2XU $QQXDO ,QFHQWLYH 30DQ LV GHVLJQHG WR IRVWHU RXU HJ!
RXU FRQWLQXHG VXFFHVV WKURXJK WKH SRVVLEOH SD\PHQW RI
FRPELQDWLRQ RI LQGLYLGXDO DQG FRPSDQ\ SHUIRUPDQFH 8Q
GROODUV LV EXGJHWHG DW WKH EHJLQQLQJ RI HDFK \HDU IRU D
H[HFXWLYH RIILFHUV DQG RWKHU HPSOR\HHV GHSHQGLQJ RQ W
SHUIRUPDQFH REMHFWLYHV VHW DW WKH EHJLQQLQJ RI WKH \HE
&RPSHQVDWLRQ &RPPLWWHH WKHQ HVWDEOLVKHV WKH ILQDO E|
ILQDQFLDO SHUIRWIDQFBEHREMPIEWLYHWMH &RPSHQVDWLRQ &RPPL)
EXGJHWHG SRRO RI ERQXV GROODUV XSZDUG RU GRZQZDUG EDV
LQFOXGLQJ WDUJHWYV IRU VDIHW\ DQG HQYLURQPHQWDO LQFLGF
PHDVXUHYV




(PSOR\HH %9HQHILWYV
‘H RIITHU D YDULHW\ RI EHQHILWY WR HOLJLEOH HPSOR\HHV WKI|
FKLOGUHQ RI GRPHVWLF SDUWQHUV 7KHVH SURJUDPYV DUH GHYV
¥ 372 2XU 372 SURJUDP RIIHUV HPSOR\HHV IOH[LELOLW\ WR V
SHUVRQDO DQG IDPLO\ FRPPLWPHQWY 372 KRXUV PD\ EH X
OLPLWHG WR VKRUW WHUP LOOQHVVHYV YDFDWLRQV ERQG
FKLOG RU DWWHQGLQJ VFKRRO IXQFWLRQV
a ODWHWHDWH 6KRUW WHUP GLVDELOLW\ FRYHUDJH LV DYDL
(OLJLEOH HPSOR\HHV UHFHLYH XS WR V LIS DR LE Bl VY B KSWR RH\HHND!
f 3DUHQWDO OHDYH 6WDUWLQJ LQ HPSOR\HHV ZHOFRPLQC
DGRSWLRQ DUH HOLJLEOH IRU KRXUV RI SDLG SDUHQWDC
ZLWKLQ VL[ PRQWKYV IURP WKH ELUWK RU DGRSWLRQ RI WKFE
f ORWKHUpV 5RRPV 3ULYDWH URRPV ZLWK UHIULJHUDWRUV D
+RXVWRQ KHDGTXD UWHUY RDED30 PRVIW HRY R XU
¥f )OH[LEOH ZRUN VFKHGXOHV )OH[LEOH VWDUWLQJ DQG HQGL
RSWLRQV WR KHOS PDQDJH ZRUN OLIH EDODQFH
¥ 9DULDEOH ZRUN VFKHGXOHV 7KH ZRUN VFKHGXOH JLYH\
RWKHU )ULGD\ RIl E\ DGGLQJ DQ DGGLWLRQDO KRXU WR HLJ
+DOI GD\ RIll ZRUNZHHNV SURYLGH WKH RSWLRQ WR ZRUN QI
7TKXUVGD\ DQG IRXU KRXUV RQ )ULGD\ RI HDFK ZHHN
f +\EULG ZRUN (OEKHBEXK®®HPSOR\HHY KDYH WKH DELOLW\ WR Z
ZHHN RQ QRQ FRUH LQ RIILFH ZRUN GD\V
f YHUHDYHPHBQGWRHDKWMHH GD\V RIl ZLWK SD\ GXBIPWG®\WKH GH
PHPEHU
f OLOLWDU\ OHDYH $FWLYHO\ VHUYLQJ HPSOR\HHV DUH SDLG
WKHLU DFWLYH PLOLWDU\ SD\ IRU XS WR WZR \HDUYV
f 'LVDELOLW\ OHDYH 6LFN RU LQMXUHG HPSOR\HHV ZKR DUH
FRQVHFXWLYH GD\V PD\ EH HOLJLEOH IRU VKRUW WHUP GLV
FDQ UHFHLYH XS WR RI SEDVRHG XRQWRDUY HRAHNMHUYLFH
7TXLWLRQ UHLPEXUVHPHQW 8S WR SHU FDOHQGDU \HDL
JLOQDQFLDO VXSSRUW (PSOR\HHV PD\ DSSO\ IRU GLVDVWHU
KDUGVKLS DV D UHVXOW RI FHUWDLQ QDWXUDO GLVDVWHUYV
GHFODUDWLRQ

+H +H

ERBREIDWH &XOWXUH 6XUYH)\

, Q ZH LQWURGXFHG D VXUYH\ WR DVVHVV RXU HPSOR\HHVpu |
FRQWLQXH WR EXLOG D FRPSDQ\ WKDW HPERGLHV WKH EHVW RI
ZDV GLVWULEXWHG WR HPSOR\HHV ZLWK GLUHFWRU W LARKOHV DC
EXVLQHVYV VHIPHQW SUHVLGHQW RU VKDUHG VHUYLFHVY OHDGHU
JURXSYV WDVNHG ZLWK GHYHORSLQJ D GHHSHU XQGHUVWDQGLQ.
ZKDW ZH GR ZHOO DQG WR ZRUN RQ DUHDV ZKHUH ZH KDYH DQ F
FRQWLQXH WR PDNH SURJUHVV RQ WKHVH DFWLRQ SODQV DQG
VKDUHG VHUYLFHVEXVLQHVYV UHYLHZ

"HOOQHVV ,QLWLDWLYHV

2XU :HOOQHVV f SURJUDP SURYLGHV D KROLVWLF DSSURDFK \
GHSHQGHQWYVY IRFXVLQJ QRW RQO\ RQ SK\VLFDO ZHOO EHLQJ E
3DUWLFLSDQWY DUH DEOH WR DFFHVV KHOSIXO UHVRXUFHV GH\
EHKDYLRUDO VFLHQFH EDVHG ZHLJKW ORVV SURJUDP D IOH[LEC




ZHELQDUV UHODWHG WR SK\VLFDO PHQWDO DQG ILQDQFLDO Kt
DFFHVV WR HUJRQRPLF WUDLQLQJ WKURXJK RXU /06 V\VWHP ZK
PRYHPHQW DIIHFW WKH ERG\ DQG KRZ WR PLWLJDWH HUJRQRPLI

(PSOR\HH DQG %RDUG RI 'LUHFWRUV &RPSRVLWLRQ
6WDUWLQIHS®RVWHG RXU ((2 HPSOR\HU LZHRWVIPRWIN. ARQ W HK B RA
LQ WKH WDEOH EHORZ LV EDVHG RQ WKH ((2 UHSRUW :H SODC
VXEPLWWDO WR WKH 8 6 (TXDSRPPEOROQPHQW 2SSRUWXQLW\

7KH QXPEHU RI IXOO WLPH SDUW WLPH DQG WHPSRUDU\ HPSOR
DQG FRPSRVLWLRQ RI RXU ZRUNIRUFH E\ DJH JHQGHU GLVDELC
SURYLGHG EHORZ 7KH JHQGHU DQG PLQRULW\ UHSUHVHQWDWL

)XOO WLPH HPSOR\HHV D

3DUW WLPH HPSOR\HHV D

7HPSRUDU\ HPSOR\HHV D

(PSOR\HH DJH UHSUHVHQWDWLRQ E
$YHUDJH DJH
3HUFHQWDJH XQGHU \HDUV ROG
3HUFHQWDJH IURP WKURXJK \HDUV ROG
3HUFHQWDJH IURP WKURXJK \HDUV ROG
3HUFHQWDJH RYHU \HDUV ROG

JHPDOH HPSOR\HH UHSUHVHQWDWLRQ E F
3HUFHQWDJH RI ZRUNIRUFH G
3HUFHQWDJH RI PDQDJHPHQW
3HUFHQWDJH RI H[HFXWLYH RIILFHUV H
3HUFHQWDJH RI %RDUG RI 'LUHFWRUV |

OLQRULW\ HPSOR\HH UHSUHVHQWDWLRQ E J
3HUFHQWDJH RI ZRUNIRUFH G
3HUFHQWDJH RI PDQDJHPHQW
3HUFHQWDJH RI H[HFXWLYH RIILFHUV H
3HUFHQWDJH RI %RDUG RI 'LUHFWRUV |

SHUFHQWDJH RI ZRUNIRUFH ZLWK GLVDELOLWLHV G K

1HZO\ KLUHG HPSOR\HHV L
1XPEHU RI QHZO\ KLUHG HPSOR\HHV
SHUFHQWDJH IHPDOH

+ I+
+ I+

(PSOR\HH WXUQRYHU
,QYROXQWDU\ HPSOR\HH WXUQRYHU M N
9ROXQWDU\ HPSOR\HH WXUQRYHU N O

7RWDO HPSOR\HH WXUQRYHU

D DQG HPSOR\HH FRXQWY DUH DV RI '"HFHPEHU 7KH WRWDO QXPEHU R
ZHUH QG WMBHFWLYHO\ ,QlI 8 6 HPSOR\HHV DUH ORFP®IOOWR FARKHPSS 6 D\GIGV DUt
OH[LFR $Q HPSOR\HH LV FRQVLGHUHG ORFDO LI WKH\ GR QRW UHTXLUH D YLVD W|I

E 8 6 DQG OH[LFR GDWD ZHUH TXHULHG LQ 1RYHPEHU 8 6 DQG OH[LFR GI
DQG OH[LFR GDWD ZHUH TXHULHG LQ 1RYHPEHU 7TKH WRWDO QXPEHU RI HPSOF
UHSRUWYV IRU DQG ZRBGH UHVSHFWLYHO\ %RWK IXOO WLPH DQG SDUW

F ,Q DQG DQG RI HPSOR\HHV UHVSHFWLYHO\ VHOHFWHG 2, SUHIHU QF
G :RUNIRUFH LQFOXGHV SRVLWLRQV LQ PDQDJHPHQW SURIHVVLRQDO SRVLWLRQV D




H ([HFXWLYH RIILFHUV DUH DV GHILQHG E\ 5XOH E XQGHU WKH 6HFXULWLHV ([FKDC
GHFUHDVH LQ WKH SHUFHQWDJH EHWZHHQ DQG LV WKH UHVXOW RI D WHPSH
BWHYH .HDQ &(2 WUDQVLWLRQV WR KLV DQQRXQFHG UHWLUHPHQW LQ $XJXVW
RIILFHUV ZLOO UHWXUQ WR WKH OHYHO

| )RU PLQRULW\ UHSUHVHQWDWLRQ IRU WKH %RDUG RI 'LUHFWRUV LV FRQILUPH
WKH SURQRXQV XVHG LQ WKH 3UR[\ 6WDWHPHQW UHSRUWHG DV RI ODUFK

J 8 6GDWD LV FDWHJRUL]HG SHU WKH (TXDO (PSOR\PHQW 2SSRUWX QHYLRREPLVVLRQC

H[FOXGHG DV WKHUH LV QR UHTXLUHPHQW WR FROOHFW GLYHUVLW\ GDWD OLQR!

DV $VLDQ %ODFN RU $IULFDQ $PHULFDQ +LVSDQLF RU /DWLQR 1DWLYH $PHULFC

27ZR RU PRUH UDFHV:® DQG WKH &DQDGD HPSOR\HHV ZKR LGHQWLILHG WKHPVHOYH

QRQ ZKLWH LQ FRORU RU QRQ &DXFDVLDQ LQ UDFH UHJDUGOHVV RI WKHLU SODFH

'DWD LV FDSWXUHG E\ XVLQJ DQ 2IILFH Rl JHGHUDO &RQWUDFW &RPSOLDQFH YROX

(I[FOXGHV UHKLUHV DQG WUDQVIHUV WR .0, HPSOR\PHQW WKURXJK PHUJHUV DQG D

,QFOXGHV FRXQW RI LQYROXQWDU\ WHUPLQDWLRQV IURP S50 RLP B DG\ SRIDUHWWW |
LQYROXQWDU\ WXUQRYHU SHUFHQWDJH IRU LQFOXGHV HPSOR\HHV ZKR YROX

RI WKH RUJDQL]DWLRQDO HIIHFWLYHQHVYV DQG HIILFLHQF\ SURJUDP

N 3HUFHQWDJH EDVHG RQ FRXQW RI WHUPLQDWLRQV GLYLGHEOXGHWVHHPSB RAKPIEHILQF

O ,QFOXGHV FRXQW RI HPSOR\HH LQLWLDWHG YROXQWDU\ WHUPLQDWLRQV IURP IXO(

EGLI

'LYHUVLW\ DQG ,QFOXVLRQ

‘H FRQVLGHU HPSOR\HH GLYHUVLW\ DQ DVVHW DQG VXSSRUW H1
DFWLRQ WR HPSOR\ DQG DGYDQFH LQ HPSOR\PHQW DOO SHUVRC
RULHQWDWLRQ JHQGHU LQFOXGLQJ JHQGHU LGHQWLW)\ DQG HJ
FDWHJRULHVY DQG EDVH HPSOR\PHQW GHFLVLRQV VROHO\ RQ YL

‘H SURKLELW GLVFULPLQDWLRQ RU KDUDVVPHQW DJDLQVW DQ\
RU RWKHU SURWHFWHG FDWHHRIREGEXHW OLNWHGE EQ FRPAW &VRHGHWRR D
ZRUNSOBREFEHRUWHG ZLWK ZRDQNSOMIPAH UDRIDQ/DWHR®Y SUHYHQWLRQ
HPSOR\WPIBWR\HHY DQG VXSHUYLVRUV UHYLHZ RXU +DUDVVPHQW
HYHU\ WZR \HDUV+ B \BFBOWURN RH@RKAZDO WUDLQLQJ

'LYHUVLW\ ,QLWLDWLYHV

‘H VHHN WR HQJDJH ZLWK D EURDG UDQJH RI FDQGLGDWHYV IRU |
DFWLYH SDUWIHEISDOWMLRG BMRE DWLUYFUHDVLQJ GLYHUVLW\ UHSL
$GGLWLRQDOO\ ZH SDUWQHU ZLWK RUJDQL]DWLRQV ZKRVH IRF)
LOQFOXGLQJ DSSUHQWLFHVKLSY DQG LOQWHUQVKLSV IRU PLQRUL

f %RDUG 2YHUVLJKW
$V SDUW RI RXU DQQXDO VXFFHVVLRQ SODQQLQJ SURFHVYV
LOQFOXGH LQ WKH SODQ IRU VHQLRU SRVLWLRQV :H UHYLH:
GHYHORSPHQW RSSRUWXQLWLHV IRU SRWHQWLDO VXFFHVVI
&RPPLWWHH RI RXU %RDUG

f %RDUG 'LYHUVLW\
7KH 1RPLQDWLQJ DQG *RYHUQDQFH &RPPLWWHH LV UHVSRQ
GLYHUVLW\ 2YHU WLPH RXU %RDUGpV LQWHQWLRQ LV WR
UDFLDO GLYHUVLW\ RI RXU %RDUG

+ ([HFXWLYH /HDGHUVKLS
Q RXU &(2 DGGHG D OHDGHUVKLS H[SHFWDWLRQ IRU RX
SUHVLGHQWY *HQHUDO &RXQVHO &)2 93 RI *RYHUQPHQW 5
93 RI &RUSRUDWH 'HYHORSPHQW WR HVWDEOLVK D SODQ IR
RSSRUWXQLW\ LQ KLULQJ GHY HORSFHMHVH[56 6 WK PRQAL DQ




DQG UHLQIRUFHG GXULQJ WKH DQQ &R OQSHWRRXRP HOQH HXUH Y IH
RIILFHUV DUH IHPDOH RU D PLQRULW\

$ GLYHUVLW\ OHDG IURP +5 KDV EHHQ DVVLIJQHG WR HDFK E
HQKDQFH GLYHUVLW\ DQG HTXDOLW\ RI RSSRUWXQLW\ LQ Kl

+ /HDGHUVKLS 7UDLQLQJ
‘H KDYH XSGDWHG RXU LQWHUQDO OHD GHIFWURSOWRDQ QLQJ
&DSLWDO 'HYHOR KA HRWY WIRIQYDPMNRNL GHBERIRUDWH PRUH (
LQFOXVLRQ FRQWHQW

+ :RPH®:RUN ,QLWLDWLYH

Q RXU +5 WHDP EHJDQ IDFLOLWDWLQJ D IRFXV JURXS P
OHDGHU LQ ILHOG RSHUDWLRQV ZKR JDYH LQVLJKW LQWR W
WUDGLWLRQDO RSHUDWLRQV FDUHHUV *RDOV LQFOXGH LQ
RSHUDWLRQ SRVLWLRQV EUDXIZRPHROURS D U EHRE WRDDXAS $ PR
HPSOR\HHV WR MRLQ WKLV LQLWLDWLYH $IWHU WKH LQLW
EXVLQHVV VHIJPHQW OHDGHUVKLS ZKR FRPPLWWHG WR DGG!
RSHUDWLRQV LQ

SHFUXLWPHQW
f 6HHNLQJ 'LYHUVH $SSOLFDQWYV
‘H XVH WKH VHUYLFHV RI D PDMRU MRE SRVWLQJ ERDUG ZLV
FRPSDQLHY DQG RUJDQL]DWLRQV WKDW VSHFLILFDOO\ WDU.
LQGLYLGXDOV ZLWK GLVDELOLWLHYV

H DOVR SDUWQHU ZLWK D MRE GHOLYHU\ FRPSDQ\ DV SDUW
ORFDO HPSOR\PHQW RIILFHV DQG FRPPXQLW\ EDVHG RUJDQ
YHWHUDQV DQG LQGLYLGXDOV ZLWK GLVDELOLWLHYV 6RPH
f +LUH D +HUR
f -RE 2SSRUWXQLWLHYV IRU 'LVDEOHG $PHULFDQ 9HWHUDC
T SHFUXLWS$S%,/,7< DQG
f 86 'LYHUVLW\

7R LQFUHDVH RXU RSSRUWXQLWLHY WR UHFUXLW PLQRULW\
FRQWLQJHQF\ VHDUFK ILUPV DQG MRE SRVWLQJ VLWHV IRU
SRRO VXFK DV

+ :RPHQ LQ 7THFKQRORJ\

+ 6RFLHW\ RI :RPHQ (QJLQHHUYV

+ 1IDWLRQDO 6RFLHW\ RI %ODFN (QJLQHHUV DQG

+ 6RFLHW\ Rl +LVSDQLF 3URIHVVLRQDO (QJLQHHUV

OLOLWDU\ YHWHUDQV KDYH WRROV DQG VNLOOV WKDW WUD
OHDGHUVKLS GULYH GLVFLSOLQH DQG VWURQJ ZRUN HWK
FRPPLWWHG WR SURYLGLQJ RSSRUWXQLWLHV WR YHWHUDQ'
IRFXVHG UHFUXLWLQJ FRPSDQLHY DQG DWWHQGLQJ MRE IDL




+ +LULQJ 3URFHVYV
,Q RUGHU WR SURPRWH D PRUH GLYHUVH ZRUNIRUFH ZH KD
PDNH RXU KLULQJ SURFHVV PRUH LQFOXVLYH DQG KHOSV Sl
DSSOLFDQWpY JHQGHU HWKQLFRWD RH R \G KW H UMMDRDXQG L GH
FRQVLGHUDWLRQ IRWRXWHMR HRISHEOIWW ELDV GXULQJ LQW
LQWHUYLHZ SDQHOV ZLWK GLYHUVH UHSUHVHQWDWLRQ

f (PSOR\LQJ /RFDOO\
‘H UHFRJQL]H WKH LPSRUWDQFH RI KLULQJ ORFDOO\ DQG E&
LQ ZKLFK ZH RSHUDWH ‘H SRVW RXU MRE RSHQLQJV WR D
ORFDO HPSOR\PHQW RIILFHV YHWHUDQUV RIILFHV FROOHJI
FHQWHUV ,Q DGGLWLRQ WR MRE SRVWLQJYV ZH DOVR DWW
FRPPXQLWLHV LQ ZKLFK ZH RSHUDWH

‘H DUH RIWHQ RQH RI WKH PDMRU HPSOR\HUV LQ PDQ\ VPDO
UHZDUGLQJ ZHOO SD\LQJ MREV WKDW DOORZ HPSOR\HHV W

¥ QWHUQVKLS DQG :RUN 6WXG\ 3URJUDPV
6LQFH ZH KDYH SDUWQHUHG ZLWK WKH *HQHV\V :RUNV ¢
RUNV LV D QRQ SURILW RUJDQL]DWLRQ WKDW SURYLGHV PF
VFKRRO VWXGHQWY IURP XQGHUVHUYHG FRPPX@QLWLHAN SUL
KDG VWXGHQWY IURP WKH *HQHV\V :RUNWBQ R JWKHPL U QLVQRWUHL
VWXGHQWY DUH DEOH WR GHYHORS EXVLQHVY VNLOOV JDL
IRU D VXFFHVVIXO IXWXUH

‘H DUH D SDUWQHU ZLWK WKH &ULVWR 5H\ -HVXLW :RUN 6W)>
KLJK VFKRRO RIIHULQJ D ULJRURXV FROOHJH SUHSDUDWRU\
UHVRXUFHV ZKR OLSYSURQL PR¥RHVERQ VWR 5H\ VWXGHQWYV DUH
7KH SURJUDP SODFHV VWXGHQWY LQ +RXVWRQ EXVLQHVVHYV
HGXFDWLRQ DQG GHYHORS DQG KRQH VRFLRO DQB MHEFEKQLI
VWXGHQWY SDUWLFLSDWLQJ LQ WKLV ZRUN VWXG\ SURJUDP

%XLOGLQJ 2SSRUWXQLWLHY DQSDLHEDUQWER U @REH® ISR IUD P
7KLV WR ZHHN SURJUDP SURYLGHV RXU LQWHUQV ZLWK
VNLOOV RQ D FKDOOHQJLQJ SURMHFW (DFK VWXGHQW LV C
WKURXJKRXW WKHLU LOQOWHUQVKLS 6XSHUYLVRUV DUH UHV.
FRQGXFWLQJ SHULRGLF HYDOXDWLRQV RI WKHLU LQWHUQUV
SUHVHQWDWLRQV RQ WKHLU SURMHFWY ZLWK UHFRPPHQGELC
SHHUV DQG +5 vWiXQGVV SDUWLFLSDWHG LQ RXU LQWHUQVKL

‘H SDUWQHB23L6ANKK SURJUDP WKDW DGYDQFHV GLYRWR/KHEZRYV
LQFUHDVH PLQRULW\ DQG IHPDOH UHSUHVHQWDWLIR@ELQ RX
LQWHUQV FDPH WKURXJK ,152%$'6

‘H DOVR D BAMKQHD RIRDMMIH RQ DQ ,7 UHODWHG DSSUHQWLF
KDG WZR DSSUHQWLFHV ITURPDDODWR-BRDOM R XR WARHIBIUWQHU
(GXFDWLRQ &8HQWHU WR HGXFDWH GLYHUVH KLJK VFKRRO V'
HISHFW WR GUDZ IURP WKH (QHUJ\ (GXFDWLRQ &HQWHU IRU
RI WKHLU ILUVW \HDU RI FROOHJH




+XPDQ &DSLWDO "HYHORSPHQW 3URJUDPV
*5 *5 *5

2XU HPSOR\HHV DUH DQ LQWHJUDO SDUW RI RXU VXFFHVV DQG
DQG VXSSRUW SURIHVVLRQDO GHYHORSPHQW DQG OHDUQLQJ IR
WXLWLRQ UHLPEE RMIPHOWHYHORSPHQW SURJUDPV 7KHVH SUF
GHYHORSPHQW DQG UHWHQWLRQ

‘H VXSSRUW RXU HPSOR\HHVHY RQJRLQJ FDUHHU JRDOV DQG GHY
SURJUDPV KHOS PD[LPL]H RXU HPSOR\HHVy SRWHQWLDO DQG JL
WKHLU FDUHHUYV

1HZ (PSOR\HH 2Q ERDUGLQJ 2ULHQWDWLRQ 3URJUDP
‘H XQGHUVWDQG WKDW GHYHORSLQJ RXU HPSOR\HHVu VNLOOV \
DQ RULHQWDWLRQ SURJUDP GHVLIQHG WR KHOS WKHP
¥ OHDUQ PRUH DERXW RXU FRPSDQ\
f XQGHUVWDQG SURFHVVHY DQG JRDOV IRU WKHLU QHZ SRVL!
+f ORFDWH WKH LQWHUQDO UHVRXUFHY DYDLODEOH WR KHOS

SHUIRUPDQFH 5HYLHZ 3URJUDP

(PSOR\HH SHUIRUPDQFH UHYLHZVY DUH FRQGXFWHG WR PD[LPL]H
GHYHORSPHQW IHHGEDFN 2XU SHUIRUPDQFH UHYLHZ SURJUDP
REMHFWLYH UHYLHZ RI WKHLU MRE SHUIRUPDQFH DW OHDVW RQ

1HZ 6XSHUYLVRU 7UDLQLQJ ° &RUH /HDGHUVKLS
2XU &RUH /HDGHUVKLS GUNLQQAG SWR KBIDRS IQHZ0\ SURPRWHG R
VXFFHVVIXOO\ PDNH WKH WUDQVLWLRQ IURP DQ°LQHGELORGHDO FI
VXFFHVVIXOO\ FRPSOHWHGKUKKHOSDRHUD/AKLY GHYHORSPHQW FRX
DSSURDFK WR OHDUQLQJ LQFOXGLQJ
+ RQOLQH OHDUQLQJ DFWLYLWLHYV
+ PRQWKO\ YLUWXDO FRQIHUHQFH FDOO URXQGWDEOHV WR U
+ IROORZ XS E\ SDUWLFLSDQWVp VXSHUYLVRUV

7KH SURJUDP IRFXVHV RQ WKH NQRZOHGJH DQG VNLOOV ZH EHO
WDNHYVY DSSUR[LPDWHO\ VL[ PRQWKYV WR FRPSOHWH ZLWK D WLF

/IHDGHUVKLS "HYWUDDORIBMHITCWPHUIJLQI /HDGHUV ,QVWLWXWH

2XU (PHUJLQJ /HDGHUV ,QVWLWXWH LV DQ LQWHUQDO WZR \HDU
WR GHYHORS OHDGHUYEKDR BHHHYF KK\RWDHHK IMRRLQDWHG WR SDUW
GHYHORS OHDGHUVKLS VNLOOV EXVLQHVV DFXPHMPBQR\BIGIYD Q
SDUWLFLSDWHG LQ WKH SURJUDP

1HZ 9LFH 3UHVLGHQW 7UDLQLQJ ° 7KH 1H[W /HYHO 7UDLQLQJ 3U
2XU 1H[W /HYHO SURJUDP LV EDVHG RQ WKH FRQFHSW RI OHDGH
HPSOR\HHV WUDQVLWLRQLQJ IURP GLUHFWRU OHYHO UROHV WR
QHHGHG WR WUDQVLWLRQ EHWZHHQ WKHVH UROHYV DQG LWV FR
¥f GLVFXVVLRQV ZLWK VHQLRU OHDGHUVKLS
f VHOI DVVHVVPHQWY DQG




+ GHYHORSPHQW SODQQLQJ

7KH SHUNHRQIWBPBOH DQG PLQRULW\ SDUWLFLSDQWY LQ RXU OHI
(PHUJLQJ /HDGHUV ,QVWLWXWH DQG 1H[W /HYHO 7UDLQLQJ 3UR

<HDU (QGHG 'HFHPEHU

SDUWLFLSDWLRQ LQ OHDGHUVKLS WUDLQLQJ SURJUDPV D
SHUFHQWDJH IHPDOH
SHUFHQWDJH PLQRULW\

D 7KHUH ZHUH QR (PHUJLQJ /HDGHUV ,QVWLWXWH RU 1H[W /HYHO 7UDLQLQJ 3URJUDF
SDXVHG GXH WR &29,'

7RWDO (PSOR\HH 7UDLQLQJ +RXUV

,Q DGGLWLRQ WR KHDOWK VDIHW\ HPHUJHQF\ UHVSRQVH DQG
GHYHORSPHQW WUDLQLQJ RQ WRSLFV LQFOXGLQJ

FRUSRUDWH SROLFLHV

HQYLURQPHQWDO SURWHFWLRQ

OHDGHUVKLS DQG PDQDJHPHQW

RQ WKH MRE VNLOOV DQG

VRIWZDUH DQG ,7 VIVWHPYV

+H +H+ H+ H+ H

7KH WRWDO KRXUV VSHQW RQ HPSOR\HH GHYHORSPHQW WUDLQI

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQGV
7RWDO KRXUV Rl HPSOR\HH GHYHORSPHQW WUDLQLQJ D

D 7UDLQLQJ WLPH LV DVVLIQHG WR WKH EXVLQHVV VHIPHQW WKH HPSOR\HH ZDV DF\

,Q DGGLWLRQ WR RXU LQYHVWPHQWY LQ KHDOWK VDIHW\ DQG
PLOOLRQ LQ RWKHU HPSOR\HH GHYHORSBHQWXWODWQP g JHIPG O R\
7TRIHWKHU ZLWK KHDOWK VDIHW\ DQG HPHUJHQF\ UHVSRQVH W
PLOOLRQ RU BEBHRMWSORYHH RI RXU DFWLYH HPSOR\HHV UHFF

7TXLWLRQ SHLPEXUVHPHQW
‘H RITHU RXU IXOO WLPH HPSOR\HHV D WXLWLRQ UHLPEXUVHPHC
WR FRPSOHWH FROOHJH OHYHO FRXUVHV WKDW HQFRXUDJH DQC

5HORFDWLRQ $VVLVWDQFH
‘H SURYLGH UHORFDWLRQ DVVLVWDQFH WR HOLJLEOH HPSOR\HF
EHFRPH DYDLODEOH DW RXU RWKHU ORFDWLRQV

7KLV LV FDOFXODWHG E\ PXOWLSO\LQJ RXU WRWDO WUDLQLQJ KRXUV E\ RX
HPSOR\HH PHGLDQ vVDODU\ GLVFORVHG LQ RXU BUR[\ 6WDWHPHQW




&RPPXQLW\ 5HODWLRQV

SURFHVVHV WR ODQDJH 5LVNV DQG 2SSRUWXQLWLHV $VVRFL
6$56% ([SORUDWLRQ 3URGXFWLRQ (0 (3 E *5,

2XU FRPPXQLWLHV SOD\ DQ LPSRUWDQW UROH LQ KRZ ZH FRQG X
WKHVH FRPPXQLWLHV 2XU SROLFLHV DUH GHVLJQHG WR IDFLO
ZLWKLQ WKH FRPPXQLWLHV LQ ZKLFK ZH RSHUDWH LQFOXGLQJ
FRPPXQLW\ HQJDJHPHQW

UHVSHFW

WUDQVSDUHQF\ DQG UHVSRQVLYHQHVV

JRRG IDLWK QHJRWLDWLRQV

HPSOR\HH DQG FRQWUDFWRU WUDLQLQJ

IDLUQHVV DQG

UHVSRQVLEOH FRQVWUXFWLRQ

+H + + H+ H+ H H

‘H HQJDJH RXU OHDGHUVKLS DQG GHSOR\ UHVRXUFHV WR KHOS

&RUSRUDWH &RPPXQLFDWLRQV DQG 3XEOLF $I1IDLUV GHSDUWPH:¢
UHODWLRQV VWUDWHILHVY WR UHDFK D YDULHW\ RI VWDNHKROG
FRPPXQLW\ FRQVXOWDWLRQ JXLGHOLQHV UHFRJQL]H WKDW LW I
GHWHUPLQH DQG PRQLWRU WKHLU QHHGY DQG H[SHFWDWLRQV

HISHFWDWLRQV DV DSSURSULDWH ,Q DGGLWLRQ SURMHFW VS|
FRPPXQLFDWH DQG ZRUN ZLWK FRPPXQLWLHYV LQ DQ HIITRUW WR
$IIDLUV WHDP BHMRAYEBORICQVHVR XUFHY WR RSHUDWLRQV DQG S

$V GHVFWBWHEWLRQYLURQPHQWDO ODQDJHPHQW 3ROLFLHWRIDQG 3
WIKKVWDLQDELZH WD SIHERMVW O VRWBMIBNBRROGHUVUH FRQFHUQV I
FRQVLGHUDWLRQ GXULQJ WKH GHYHORSPHQW RI RXU JURZWK S|
SURFHGXUHV WKDW WDNH LQWR DFFRXQW SODQV WR PLQLPL]H |
DGGUHVV SRWHQWLDO LVVXHV SXIURQ WRRW KW WXVFDVWLVR @ 1Z HRDAYW
VWDNHKROGHUYVY GLUHFWO\ DITHFWHG E\ RXU RSHUDWLRQV 7KL
WKH\ DULVH RU EHWWHU VWLOO SUHYHQW LVVXHV IURP DULVL
ZD\V ZH HQJDJH ZLWK VW D NGHFRMDLGRHIBWY DW I6KIF® G HEH(& LIHPHQV
&ERQVXOWDWLRRIOWKHWQLYPELOLW\ 5HSRUW

‘H SDUWLFLSDWH LQ LQGXVWU\ WUDGH DVVRFLDWLRQV WR IXUW
SURGXFWV DQG RXU VHUYLFHV :H VHUYH RQ FRPPXQLFDWLRQV
RI FRPPXQLFDWLRQ PDWHULDOV WKDW DGGUHVV WRSLFV VXFK I
VDIHW\

FRQVWUXFWLRQ

UHVWRUDWLRQ DFWLYLWLHYV

HQYLURQPHQWDO FRQVLGHUDWLRQV DQG

WKH VRFLDO DQG HFRQRPLF EHQHILWY RI WKH LQGXVWU\

+H H+ H+ H+ H

‘H DUH SDUQGKIY@®\ODERU XOQLMRHGJ UIADXAGR ) DDO &$MHOLGI (Q H U J\ ) X W
JRDOV LQFOX®HH GXPBIWDQJIJSXEOLF RQ WKH EHQHILWY RI FOHD




R R ; AL R\ ‘ HUPRUJDQ
0 PHGID 6DIHW)\ (QY] IJROPHO\A/DO (‘RFXPHO V FRPPXQLW\BUL

6WDNHKROGHU (QJDJHPHQW DQG &RQVXOWDWLRQ OHFKDQL
*5 *5

‘H VWULYH WR EXLOG DQG PDLQWDLQ KHDOWK\ UHODWLRQVKLS)
&RPPXQLW\ 5HODWLRQV 3ROLF\ FRPP LKEPHQWY D\WH B P BDRAFOLWE
HQJDJHPHQW DQG FRQVXOWDWLRQ

‘H DUH FRPPLWWHG WR PDNLQJ VWDNHKROGHU HQJDJHPHQW D
RXU &RUSRUDWH &RPPXQLFDWLRQV DQG 3XEOLF $1IDLUV GHSDU
VWDNHKROGHU HQJDJHPHQW SODQ DQG WLPHOLQBHW W MERW.IVIK
RI FRPPXQLFDWLRQ :H UHVSRQG WR VWDNHKROGHU IHHGEDFN
LQWR WKH SURMHFW SODQQLQJ SURFHVV LQFOXGLQJ FRPPXQL\
SODQQLQJ

‘H RITHU VWDNHKROGHUV D YDULHW\ Rl ZD\V WR FRQWDFW XV D
VSHFLILF

WROO IUHH SKRQH QXPEHUYV

HPDLO DGGUHVVHYV

ZHEVLWHYV

SXEOLF PHHWLQJV DQG

LQ SHUVRQ PHHWLQJV

+H + +H H+ +H

7KURXJKRXW D SURMHFWPV WLPHOLQH RXU SHUVRQQHO PD\ LQ
HOHFWHG RIILFLDOV

HQYLURQPHQWDO MXVWLFH FRPPXQLWLHV

,QGLJHQRXV 3HRSOHYV

ODQGRZQHUYV

ORFDO FLWL]HQV JURXSYV

PHGLD RXWOHWYV

SURWHVWHUYV

UHJXODWRU\ DJHQFLHV DQG

RWKHU PHPEHUV RI WKH SXEOLF

+ + ++ + +H+ H+ H+ H

‘H KDYH VI\VWHPV LQ SODFH IRU FRPPXQLFDWLQJ ZLWK WKHVH C
SURMHFW HPSOR\HHV DQG FRQWUDFWRUV WR SUHSDUH WKHP IR
EULHILQJY DQG WUDLQLQJ VHVVLRQV HGXFDWH HPSOR\HHV DQG
UHVRXUFHV 7KLV WUDLQLQJ DOVR SURYLGHYV

+ DQ RYHUYLHZ RI RXU FRPSDQ\

$+ DQ RYHUYLHZ RI WKH SURMHFW DQG

$ WKH SURMHFWpPV SXUSRVH DQG EHQHILWYV

7KH WuDLQLQJ UHLWHUDWHY WKH LPSRUWDQFH RI RXU EHLQJ D
LV ORFDWHG ‘H DOVR SURYLGH LQVWUXFWLRQV IRU DFFHVVLQ
WR VSHFLILF VWDNHKROGHU TXHVWLRQV




$ VXPPDU\ RI WKH ZD\V ZH UHJXODUO\ HQJDJH DQG FRQVXOW ZL
WKH VWDJHV EHIRUH GXULQJ DQG DIWHU WKH FRQVWUXFWLRQ

IDQGRZQHUYV &RPPXQLW\OHPEMHNUJHQF\5HVSRQdﬁ%ﬁH§Eﬂﬁ$&?QG

7RZQ KDOOV DQG RBHD KRXOWD QG RSHRUVRQ/RMHWLEHMODWRU\ ILOLQJV

LQH HPHUJHQIREOLF SROLF\ D H.
»Q SHUVRQ PHHWL@JISHUVRQ PHHWL@%&%&%GHU #&D%E%é&+H%J8JH¥H8®(D

+RPH DQG VLwWH YRRRMUFY ZHEVEWHE RY SRR Qexvwul JurRxs LQYRC

LDOV
(PHUJHQF\UHVSRF%
BURMHFW ZHEVLWGRFLDO PHGLD  {PFUJHQEL T DQG? ﬁM%TUhWRXUV

o PHGLD  SRPPXQLWA LQYHVWRHIW srQoGHU (. QHzvowRWRHIHWLQ IV
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SDUWQHUVKLSV ZBWEKOQLRFIDADDAQHVYV
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6RFLD
3XEOL
FRPPX

JRU FHUWDLQ SURMHFWY DQG SDUWLFXODUO\ RXU:@6DSUURWLGHR
FRQWDFW LQIRUPDWLRQ RQ RXU ZHESDJH ZKHUH VWDNHKROGHL
TXHVWLRQ RU FRQFHGKY B ORRBW HRPBIWDMHARYY ' HSHQGLQJ XSRQ V
FRPPXQLW\ DQG WR PDNH SURMHFW LQIRUPDWLRQ PRUH DFFHV\
ODQJXDJHV IRU SRVWLQJ R®LWW H VFEKXRRMREWY DHERXWH BY&RGV |
PHHWLQJV WRZQ KDOOV RSHQ KRXVHV VLWH YLVLWYV DQG VRI

rLMR_P_EXQ_LMﬂ_uLLELLH_EHQJALLH_EALLMLH_QHAﬁ{)DLOV RXU FRPPXQLW
KWWSYV 777 NIQGHUPRUJDQ EFRP 6DIHW) (DYLURQPHQW &RPPXQ

S3XEOLF $ZDUHQHVYV 3URJUDP

. HHSLQJ RXU FRPPXQLWLHYV VDIH LV RI XWPRVW LPSRUWDQFH D
ORFDO VWDNHKROGHUYV LQIRUPHG DERXW SLSHOLQH VDIHW\

2XU 3XEOLF $ZDUHQHVYV 3URJUDP LV GHVLJQHG WR

FUHDWH SXEOLF DZDUHQHVY DERXW SLSHOLQHV LQ WKH DU
SURYLGH LPSRUWDQW VDIHW\ LQIRUPDWLRQ WR SHRSOH OL
LQFUHDVH NQRZOHGJH RI WKH UHJXODWLRQV IRU ZRUNLQJ
SUHYHQW GDPDJH WR RXU SLSHOLQHYV

HGXFDWH ILUVW UHVSRQGHUY DQG WKH SXEOLF RQ RXU HPL
HQKDQFH SXEOLF VDIHW\

+H + H +H+ H +H

2XU SURJUDP ZDV GHYHORSHG XQGHU IHGHUDO SLSHDXQH VDIH!
SURJUDP LV DQ HIDPSOH RI RXU RQJRLQJ VWDNHKROGHU FRQVX
LQIRUPDWLRQ WR DQG UHFHLYH IHHGEDFN IURP RXU VWDNHKRC

$V SDUW RI RXU RXWUHDFK SODQV ZH WDUJHW FRPPXQLFDWLR
+ UHVLGHQWYV
$ EXVLQHVV RZQHUV

'27 3+06% 23XEOLF $ZDUHQHVYV 3URJUDPV $3, 53 3'27 3+06% 'HF
KWWSV SULPLV SKPVD GRW JRY FRPP 3XEOLF$ZDUHQHVYV 3$53, KWP!




IDUPHUVY DQG UDQFKHUYV
VFKRROV
FRQWUDFWRUV DQG
JRYHUQPHQW RIILFLDOV

+H +H +H +H

2XU SURJUDP DGYRFDWHYV SLSHOLQH VDIHW\ DQG VDIH GLJJLQJ
LQFOXGLQJ

EURFKXUHYV

QHZVOHWWHUV

QHZVSDSHU PDJD]JLQH UDGLR DQG WHOHYLVLRQ DGYHUWL
GLUHFW PDLO

VRFLDO PHGLD

GLUHFW _FRQWDEW DQG

R XU ZHMW\A/777 NI OGHUPRUJIDO ERP 6DIHW\ (bYLURQPI

+H +H+ +H+ H+ H+ H H

‘H WDLORSWKHIXDIH DQG IRUPDWWLQJ RI RXU FRPPXQLFDWLR
GHOLYHUHG DQG EHVW SUDFWLFHV IRU WKH VHOHFWHG PHGLXF

7R PDQDJH RXU SURJUDPpuV HQJDIJHPHQW VWUDWHJ\ ZH PDLQWL
WKDW LQFOXGHYVY PHDVXUHYV | RRIUHK D®SODOWL @H P UL R M Q HAWD N
LQWHUDFWLRQV DQG RXU UHVSR@WKV\ WRUUAHH XJHVFW VYIHR R Q DRI L
UHTXHVWYV IRU LQIRUPDWILBQVIREBHWHRXH DMVKMWWYV IRU WUDLQ
I[URP HPHUJHQF\ UHVSRQGHUYV

7R DVVHVV WKH HITHFWLYHQHVV RI RXU SURJUDP ZH FRQGXFW
RXU SXEOLF DZDUHQHVYV DFWLRQV DUH DFKLHYLQJ WKH IROORZ
LQIRUPDWLRQ LV UHDFKLQJ WKH LOQOWHQGHG VWDNHKROGHU
DXGLHQFHV XQGHUVWDQG WKH PHVVDJHV EHLQJ GHOLYHUH
UHFLSLHQWY DUH PRWLYDWHG WR UHVSRQG DSSURSULDWH(
WKH SURJUDP LV LPSDFWLQJ WKH XQGHUO\LQJ LQWHQGHG L
LQFLGHQWY FDXVHG E\ WKLUG SDUW\ GDPDJH

+H +H +H +H

‘H DOVR FIRQGELDWWLQWHUQDOO\ WR LGHQWLI\ SURJUDP LPSURYH
‘H SODFH D KLJK YDOXH RQ SXEOLF VDIHW\ DQG VHHN WR HGXFL
+ DZDUHQHVV Rl SLSHOLQH ORFDWLRQV
+ XQGHUVWDQGLQJ Rl SRWHQWLDO KD]DUGV IURP DQ XQLQWH
+ DELOLW\ WR LGHQWLI\ DQG UHVSRQG WR D SRWHQWLDO UH(

,Q DGGLWLRQ WR RXU 3XEOLF $ZDUHQHVYV 3URJUDP RXU SURMH
FRPPXQLFDWH ZLWK HIWHUQDO VWDNHKROGHUV WR PRUH HIIHF

r)_R¢J_P_RAJ_H_L_Q_|_R_LLP_DAALLB_Q_D_EELMALRMJ_?LZEoL@}DSJ\HQHVV 3URJUL
777 NILOGHUPRUIDO ERP 6DIHW\ (OY1L U QPHQW 3XEOLF $ZDUHQ|‘
JRU PRUH LQIRUPDWILRQ DERXW RXU EHMQL}/BU(QHZVOHWWHL
777 NILOGHUPRUJIDO ERP 6DI1HW\ (OYIUF\’OPH?W 3XEOLF $ZDUHQ|‘




(QHUJ\ DQG (QYLURQPHQWDO -XVWLFH

(QHUJ\ -XVWLFH

$IIRUGDEOH UHOLDEOH HQHUJ\ LV HVVHQWLDO WR KXPDQ GHYH
HTXLWDEOH GLVWULEXWLRQ RI DIIRUGDEOH HQHUJ\ ORYLQJ Wt
D FOHDQ UHOLDEOH DIIRUGDEOH HQHUJ\ IXWXUH IRU RXU FXVYV

‘H PDLQWDLQ UREXVW UHOLDELOLW\ SODQV WKDW KHOS SUHYH(
LQWHJULW\ DQG PDLQWHQDQFH HIITRUWY KHOS RXU V\VWHPV RS
LQ JUHDW HU FBMIWRMISH U QW L RRIDVWBKNOWHDWOQDELOHWRSEBOSWURDO LV\
DV WKH ZDU LQ 8NUDLQH PDNH LW PRUH LPSRUWDQW WKDQ HY!
GHSHQGDEOH

(QOYLURQPHQWDO -XVWLFH
‘H UHFRJQW®HJ WKID OR XH)& VW RPY FDQ EH DW JUHDWHU ULVN IURP
DFWLYEHWLBIN FRPPLWWHG WR WKH IDLU WUHDWPHQ®URMG AV R (
UHJDUGOHVV Rl UDFH FRORU QDWLRQDO RULJLQ 7ULEDO DIILC
LQFRUSRUDWH D PRUIH WS RYBXEGILFHWQ RD MPHQW SURFHVYV

‘H DUH FRPPLWWHG WR
$ HQJDJLQJ ZLWK FRP P X\l ®HNMKIRROMHBERFPRIOG B ® B HF R UW KY D O X
LQWHJULW\ DFFRXQWDELOLW\ VDIHW\ DQG H[FHOOHQFH
+ WUHDWLQJ HYHU\RQH ZLWK UHVSHFW DQG VWULYLQJ WR XQ

RXU SHUVSHFWLYH
+ VKRZLQJ WUDQVSDUHQF\ LQ RXU LQWHUDFWLRQV DQG EHLQ
FRQFHUQV
+ WUHDWLQJ DIIHFWHG SDUWLHV IDLUO\
+ FRPSO\LQJ ZLWK DSSOLFDEOH HQYLURQPHQWDO MXVWLFH C
+ VHHNLQJ RSSRUWXQLWLHY WR SDUWQHU ZLWK RXU VWDNHK

Q FRQQHFWLRQ ZLWK FHUW D LAH FURKOWHKFQV N QQIQ G HIPLHQ S/H DIPW W \R D
FRPPXQLWLHV RU JURXS/GWKD® MBI G WV WHPDIJHQFLHY DUH FRG
PDSSLQJ WRROV DQG LPSOHPHQWLQJ SURFHVVHV WR DGGUHVV
UHVSHFWLYH MIXDUWGRR@ILWRRYVLQJ RMKHWWY DHZZGHIDYOHDR SDUWLFL
GHYHORSPHQW RI LQGXVWU\ VWDINRGPDS W QIYQ G RQ/RAIDQ WD & QUFEX WW\
HITIRUW WR LQFUHDVH RXU DQDO\VLV DQG IRUPDOL]H RXU RXWU/|
SURMHFWY DQG LQ FRQQHFWLRQ ZLWK PDMRU DLU SHUPLWYV

(QYRQPHQWDO -XVWLFH &RPPXQLW\ 2XWUHDFK

‘H DUH SURXG RI RXU FRPPXQLW\ HQJDJHPHQW HIIRUWV WR G
HQYLURQPHQWDO MXVWLFH ZLOO FRQWLQXH WR HYROYH EDV!
ZH RSHUDWH DQG WKH UHTXLUHPHQWY RI QHZ JRYHUQPHQW S

2XU &RUSRUDWH &RPPXQLFDWLRQV DQG 3XEOLF $IIDLUV GHSEL
GHYHORS DQG LPSOHPHQW RXU FRPPXQLW\ UHODWLRQV VWUL
SURMHFWY 7KDW GHSDUWPHQW DORQJ ZLWK /DQG 5LJKW R
ZLWK FRPPXQNVWHUWWUIRD QVSDUHQW DQG FROODERUDWLYH UHC




‘H UHFRJQL]H WKDW HYHU\ HQYLURQPHQWDO MXVWLFH FRPPX
SULRULWLHVY DQG QHHGV DQG ZH ZRUN WR LGHQWLI\ HIITHFW
E\ FDVH EDVLVY UDWKHU WKDQ DSSO\LQJ D RQH VL]H ILWV DOO

6RPH H[DPSOHV Rl RXU RXWUHDFK HIIRUWV LQFOXGH
+ LQIRUPHG E\ FRXQW)\ RIILFLDOV WKDW DUHD UHVLGHQWYV
GLVWULEXWHG SURMHFW PDWHULDOV LQVWHDG RI UHO\LC
+ KRVWLQJ RSHQ KRXVH PHHWLQJV LQ HQYLURQPHQWDO MX
DUHDV WR LGHQWLI\ DQG DGGUHVV LVVXHV DQG FRQFHUQ
a JRLQJ GRRU WR GRRU WR SURYLGH UHVLGHQWV ZLWK SUR
DFFRPPRGDWLRQV GXULQJ FRQVWUXFWLRQ DQG
+ KLULQJ ORFDO GHGLFDWHG FRPPXQLW\ OLDLVRQV WR EH
UHVSRQG WR UHVLGHQWVH TXHVWLRQV DQG FRQFHUQV

5HJ X O DWR WURMHM

2XU H[LVWLQJ LQWHUVWDWH QDWXUDO JDV SLSHOLQH H[SDQYV
YROXQWDU\ SUH ILOLQJ SURFHVVHV WR HQJDJH DIIHFWHG VW
FHUWLILFDWH DSSOLWD\W LRQOMPHEM IS XSEIKRIFHFMHWLQJYV DQG FR
HOHFWHG RIILFLDOV FRPPXQLW\ OHDGHUV DQG DIIHFWHG OC
SRWHQWLDO HQYLURQPHQWDO MXVWLFH FRPPXQLWLHV 7KH)\
FXUUHQWIRMBMLGOL QRO PHQWDO MXVWLFH WR GLVSOD\ GHPRJUD
RIWHE XFW ORFDO RXWUHDFK WR LGHQWLI\ID® SDH®MN DH H LVEK
ZH WDNH UHDVR QMW HWAWHDWHIJHNSD FRVW D U Ak RU IS RAEKDLWILLEXIIHG D Q
DV SDUW RI RXU SURMHFW GHYHORSPHQW?7K-HH Y(\W & | ERQW/ILR)X HE
GHYHORS DQG LPSOHPHQW JXLGDQFH IRU LGHQWLI\LQJ DQG H
FRPPXQLWLHV

2WKHGHUDO DQG VWDWH DJHQFLHY DUH GHYHORSLQJ VLPLOD
LQFRUSRUDWH WKHLU SURWRFROV ZKHQ ILQDOL]HG

6RFLDO ,QYHVWPHQW 3URJUDPV
*5 *5 *5

‘H DUH FRPPLWWHG WR JLYLQJ EDFN WR WKH FRPPXQLWLHV LQ
RXU HPSOR\HHV WR JHW LQYROYHG LQ FRPPXQLW\ SURJUDPV DC
VWDNHKROGHUV

&RQQHFW ,QVSLUH *LYH
2XU &RQQHFW ,QVSLUH *LYH SURJUDP RIIHUV YROXQWHHU RSSF
FROOHFWLRQ GULYHV IRU VFKRRO VXSSOLHV WR\V SHW IRRG

2XU YROXQWHHU SURJUDP VFKHGXOH LQFOXGHYV YDULRXV HYHQ
IXQ UXQV EHQHILWLQJ QRQ SURILWYV

UHDGLQJ WR HOHPHQWDU\ DJH VWXGHQWYV

SDFNLQJ DQG GLVWULEXWLQJ IRRG IRU D IRRG SDQWU\
UHVWRULQJ SDUNV DQG WUDLOV DQG

IHHGLQJ WKH KRPHOHVV FRPPXQLW\

+H H+ H+ H+ H




7KH JRDO RI RXU SURJUDP LV WR HQDEOH HPSOR\HHV WR FRQQF}
OHDUQ PRUH DERXW WKHLU FRPPXQLWLHY LPSURYH PRUDOH D
FRPPRQ JRDO RI LPSURYLIQ XBER SOKDW WIKYHRUJDQL]DWLRQV ZH
HITRUWYV LQVSLUH HPSOR\HHV WR JLYH WKHLU WLPH WDOHQW |

2XU +RXVWRQ EDYVYRGUHFPEORRKMNY WKURQIKHER/ ,QVSLUH *LYH S

&RPPXQLW\ ,QYHVWPHQWV
‘H DUH FRPPLWWHG WR LQYHVWLQJ LQ WKH FRPPXQLWLHV LQ Zk
GLVWULEXWH WR FRPPXQLW\ RUJDQL]DWLRQV DQG LQLWLDWLYH
7KH FRPPXQLW\ RUJDQL]DWLRQV UHFHLYLQJ WKHVH FRQWULEXW
FDWHJRULHYV

+ SXEOLF VDIHW\ DQG HPHUJHQF\ UHVSRQVH

+ FKLOGUHQuUY HGXFDWLRQDO RU DWKOHWLF SURJUDPV RU

+ HQYLURQPHQWDO VXVWDLQDELOLW\ DQG HGXFDWLRQ

,Q DGGLWLRQ WR WKH FRPPXQLW\ LQYHVWPHQWY PDGH RQ EHKI
FRPPXQLW\ LQYHVWPHQWY LQ DUHDV ZKHUH PDMRU JURZWK SUF
5HFLSLHQW RUJDQL]DWLRQV DUH LGHQWLILHG LQ FIRRIBBX QDL
HOHFWHG RIILFLDOV DQG ORFDO 1*2V

%HORZ DUH VRPH RI WKH RUJDQL]DWLRQV WR ZKLFK ZH FRQWUL

f &LW\ Rl 1RUZDON &LW\ RI 7DPSD &LW\ RI 5HQR 6W /RXLV !

7TUHH )RXQGDWLRQ DQG 3KRHQL[ SDUNV DQG &RQVHUYDWLF
RUJDQL]DWLRQuY WUHH SODQWLQJ SURJUDP

¥f 3RVW 2DN $VVRFLDWLRQ &KLFDJR ,00OLQRLVY GRQDWHG W

¥ 3ODTXHPLQHV 3D WBKWHU LABIVMPROW %ODQFR &RXQW\ 7H[D\

'"HSDUWPHQW GRQDWHG ILUVW UHVSRQGHU HTXLSPHQW D

¥ &KLFDJR 6N\ $UW &KLFDJR ,O0O0LQRLV VSRQVRUHG DUW SU

.LQGHU ORUJDQ )RXQGDWLRQ
7KH .LQGHU ORUJDQ )RXQGDWLRQuV PLVVLRQ LV WR SURYLGH W
LQ RUGHU WR EHFRPH WRPRUURZuV OHDGHUV 7KH )RXQGDWLR
DQG PXVLF VWXGHQWY EHFRPH WKH HQJLQHHUV HGXFDWRUV C
FRPPXQLWLHV IRU PDQ\ \HDUV WR FRPH 7KH )RXQGDWLRQ SUR
SURJUD®NOXGLQJ

+ .LQGHU ORUJDQ )RXQGDWLRQ JUDQWV

+ (PSOR\HH JLIW PDWFKLQJ

+ 'LVDVWHU UHOLHI DVVLVWDQFH DQG

+ 8QLWHG :D\ HPSOR\HH JLIW PDWFKLQJ

7TKHVH SURJUDPVY DUH GHVFULEHG LQ PRUH GHWDLO EHORZ

.LQGHU ORUJDQ )RXQGDWLRQ *UDQW 3URJUDP

7KH .LQGHU ORUJDQ )RXQGDWLRQ JUDQW SURJUDP IRFXVHV
DUwyvy 7KHVH JUDQWYV VXSSRUW SURJUDPV WKDW EHQHILW
DQG JLUOV DQG D PDMRULW\ RI WKH FRQWULEXWLRQV DUH




JRXQGDWLRQuY WDUJHW LV WR GRQDWH DSSUR[LPDWHO\
WKH 8 6 HDFK \HDU

Q WKH .LQGHU ORUJDQ )RXQGRWIRBQLIPWLR® \J WDKDMWY SAUR
DUWV DQG FXOWXUDO SURJUDPV 7KHVH RUJDWXDIRMDV |
FRQWULEXWLRQV SURYLGHG E\ WKH .LQGHU ORUJDQ )RXQGL
VXSSRUW WR D VSHFLILHG QXPEHU RI VWXGHQWYV RU DV JHC
DFWLYLWLHYV WKURXJKRXW WKH GRQDWLRQ \SHHDW T XDO QIW\Q
RUJDQL]DWLRQ

(PSOR\HH *LIW ODWFKLQJ 3URJUDP

7KH .LQGHU ORUJDQ )RXQGDWLRGED VG ¥ R QBRYMRAWIRPX U 7(IRIS\D B UF
PDWFKHV JLIWV PDGH WR XQLYHUVLW\ IRXQGDWLRQV NLQG
IRXQGDWLRQV QRQ SURILWV WKDW VXSSRUW DUWV DQG FX
XQGHUVHUYHG \RXWK VXFK DV PLQRULWLHY DQG IHPDOHV

WLPH HPSOR\HHV DUH HOLJLEOH WR GHVLJQDWH XS WR WKL
TXDOLI\LQJ RUJDQL]DWLRQV WRQPDWEKDQR D[LINGWIIRHU LQG
FDOHQGDU \HDU

'LVDVWH Q3 bbRIOJHR

7KH .LQGHU ORUJDQ )RXQGDWLRQ SURYLGHYV GLVDVWHU UHC
QDWXUDO GLVDVWHUYV VLIQLILFDQWO\ LPSDFW RXU RSHUDW
RQ WKH VL]H DQG VFDOH RI WKH GLVDVWHU DQG WKH QHHG

8QLWHG :D\ (PSOR\HH *LIW ODWFKLQJ 3URJUDP
7KH .LQGHU ORUJDQ )RXQGDWLRQ PDWFKHYV RI HDFK HPS(
FRPSDQ\pV DQQXDO 8QLWHG :D\ FDPSDLJQV

7KH .LQGHU ORUJDQ )RXQGDWLRQ GRQDWLRQV HPSOR\HH GRQD
FRPPXQLW\ LQYHVWPHQWY DUH SURYLGHG EHORZ

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQGV
.LQGHU ORUJDQ )RXQGDWLRQ GRQDWLRQV

*UDQWYV

(PSOR\HH ODWFKLQJ D

'LVDVWHU 5HOLHI

8QLWHG :D\ D

6 XEWRWDO

&RPPXQLW\ LQYHVWPHQWYV
'RQDWLRQV PDGH WR 1DWLYH $PHULFDQ WULEHV E F
2WKHU FRPPXQLW\ LOQOYHVWPHQWYV F

6 XEWRWDO

(PSOR\HH GRQDWLRQV G H

7RWDO GRQDWLRQV DQG FRPPXQLW\ LQYHVWPHQWYV

D 7KHVH DUH GRQDWLRQV PDGH E\ WKH .LQGHU ORUJDQ )RXQGDWLRQ DQG GR QRW L
E 6FKRODUVKLSY PDGH WR 1DWLYH $PHULFDQ WULEHV DUH IRU WKH FDOHQGDU \HDU




F 'RQDWLRQV PDGH WR 1DWLYH $PHULFDQ WULEHVY DQG RWKHU FRPPXQLW\ LQYHVWPF
GRQDWLRQV DQG LQYHVWPHQWY 'RQDWLRQV PDGH WR 1DWLYH $PHULFDQ WULEH)
LQ

G (PSOR\HH GRQDWLRQV LQFOXGH GRQDWLRQV PDGH WKURXJK WKGRAN@RW R\GQ HOXIW F
HPSOR\HH GRQDWLRQV WKDW ZHUH QRW PDWFKHG E\ WKH HPSOR\HH PDWFKLQJ SU
WKDW ZH GR QRW WUDFN

H (PSOR\HH GRQDWLRQV IRU ZHUH UHYLVHG WR UHPRYH GRQDWLRQV WKDW ZHUH

+XPDQ 5LIJKWV DQG 5LIJIKWV RI ,QGLIJIHQRXYV 3HRSOHYV

+XPDQ 5LIKWYV
6$56% ([SORUDWLRQ 3URGXFWLRQ (0 (3 D *5, *5,

‘H FRQGXFW RXU EXVLQHVV FRQVLVWHQW ZLWK WKH KXPDQ ULJ
2UJDQL]DWLRQ 'HFODUDWLRQ RQ )XQGDPHQWDO 3ULQFLSOHYV
EH D EDVLF UHVSRQVLELOLW\ LQ FRQGXFWLQJ RXU EXVLQHVV
+XPDQ S5LIKWVGEHULRQFHSAHRP WKH 8QLWHG 1DWLRQV 8QEZXHBNKDC
DUH
T BULQFLSOH EXVLQHVVHV VKRXOG VXSSRUW DQG UHVSHFW
KXPDQ ULJKWYV DQG

T BULQFLSOH EXVLQHVVHVY VKRXOG PDNH VXUH WKH\ DUH QI

:H SURKLELW WKH XVH RI FKLOG ODERU RU IRUFHG ODERU LQ R
HPSOR\HHVY DQG FRQWUDFWRUV ZLWK WKH H[FHSWLRQ RI VRPH

‘H DOVR UHFRJQL]JH DQG UHVSHFW RXU HPSOR\HHVu DQG VXSSO
FROOHFWLYH EDUJDLQLQJ LQ D PDQQHU WKDW LV FRQVLVWHQW

2XU HPSOR\HHV FRQVXOWDQWYV FRQWUDFWRUV VXSSOLHUV Y
f WUHDW SHRSOH ZLWK GLJQLW\
f UHVSHFW KXPDQ ULJKWYV
f DGKHUH WR VWDQGDUGY RI FRQGXFW FRQVLVWHQW ZLWK R.
UHODWHG EXVLQHVYVY DFWLYLWLHV DQG
f DGKHUH WR RXU +XPDQ 5LJKWV 6WDWHPHQW

'LWKLQ WKH DUHDV RI RXU DFWLYLW\ DQG LQIOXHQFH ZH DUH F
f EHLQJ DWWHQWLYH WR FRQFHUQV UDLVHG E\ VWDNHKROGH
¥f ZRUNLQJ ZLWK VWDNHKROGHUVY WR VXSSRUW KXPDQ ULJKW\
f SURYLGLQJ UHPHGLHV WR FRUUHFW QHJDWLYH KXPDQ ULJK'

777 NIOGHUPRUIDO ERP
O0BR&RQIOIEWRBOILOHUDOVB3ROLFE\ SGI

5LJKWV Rl ,QGLJHQRXV 3HRSOHV
6$6% ([SORUDWLRQ 3URGXFWLRQ (0 (3 D

‘H UHVSHRKWWXWHDO GLYHUVLW\ DQG XQLTXH KLVWRU\ RI ,QGLJH
UHODWLRQVKLSY DQG FRPPHUFLDO SDUWQHUVKLSV ZLWK ,QGLJ




RQ PXWXDO UHVSHFW ,Q WKH FRXUVH RI RXU SURMHFWYV DQG F
3HRSOHV FRQVLVWHQW ZLWK RXU &RGH Rl &RQGXFW DQG RXU ¢
DQG FRQVWLWXWLRQDO SURWHFWHG ULJKWV RI ,QGLJHQRXV 3H
PHPEHUV ZKLOH FRPPXQLFDWLQJ DQG FRRSHUDWLQJ ZLWK DIIHI

+ SDUWLFLSDWLQJ LQ JRRG IDLWK HQJDJHPHQW

+ FRQWLQXLQJ WR SDUWQHU ZLWK FRPPXQLW\ PHPEHUV RQ V.
HGXFDWLRQ FRPPHUFLDO DQG FRPPXQLW\ GHYHORSPHQW
+ LGHQWLI\LQJ RSSRUWXQLWLHV WR VXSSRUW \RXWK HGXFD\
+ QHJRWLDWLQJ LQ JRRG IDLWK ZLWK LQGLJHQRXV DQG JRYH
JLVWHQLQJ B5HVSRQGLQJ
‘H VWULYH WR RSHUDWH DQG JURZ LQ D VRFLDOO\ DQG HQYLUR
SRVLWLYH LQWHUDFWLYH UHODWLRQVKLSYV ZLWK ,QGLJHQRXV 3
LQ ODQGV DIIHFWHG E\ RXU RSHUDWLRQV RU SURMHFWV :H FR
1DWLRQDO WUHEDIOVH[BG WRVDQG HQJDJH ZLWK ,QGLJHQRXV 3HR
SXEOLF PHHWLQJV

5LJKW RI ZD\ 5HQHZDOV

‘H KDYH D ORQJ KLVWRU\ RI ZRUNLQJ ZLWK ,QGLJHQRXV JURXSV

RFFXUV DSSUR[LPDWHO\ HYHU\ \HDUV :H XQGHUVWDQG WKDYV

RUJDQL]DWLRQV FKDQJH RYHU WLPH VR ZH EHJLQ RXU UHQHJR\
WR PRQWKVY LQ DGYDQFH RI H[SLUDWLRQ 'XULQJ QHJRWLD)

FXUUHQW 7ULEDO /HDGHUYV

7ULEDO KHDGV RI 2SHUDWLRQV

7ULEDO (QJLQHHULQJ

7ULEDO )LQDQFH

7ULEDO /HJDO

%XUHDX RI ,QGLDQ $IIDLUV OLDLVRQ DQG

RWKHU 7ULEDO UHSUHVHQWDWLYHV D 7JULEH GHHPV DSSURSE

+H +H+ + H+ H+ H H

2SHQ +RXWHHWLQJYV DQG &RQVXOWDWLRQV

20H RI WKH SULPDU\ ZD\V ZH PHHW ZLWK DQG OLVWHQ WR FRPP
EH LPSDFWHG E\ RQH RI RXU SURMHFWYV LV E\ KROGLQJ SURMHF
ORFDOO\ DQG ZH HQFRXUDJH LQGLYLGXDOV RU JURXSV ZLWK D

‘:DON WKH 5RXWH

'XULQJ SODQQLQJ IRU FHUWDLQ SURMHFWY ZH LQYLWH WKH PH
VSHFLILF SURMHFW WR ZDON WKH SURMHFW VLWH RU URXWH Z|
,QGLJHQRXV JURXS )RU WKH LQWHUHVWY LGHQWLILHG ZH KDY
,QGLJHQRXV JURXS WR OLVWHQ WR WKH KLVWRU\ DQG LPSRUWD
SDWK IRUZDUG 7KHVH PDWWHUV PD\ LQFOXGH

VDFUHG VLWHV LQFOXGLQJ VWRQH IRUPDWLRQV
KLVWRULFDO DQG FXOWXUDO UHVRXUFHYV

DQLPDOV ELUGV DQG LQVHFWV DQG

SODQWV

+H +H +H +H




(PSOR\PHQW DQG &RPPXQLW\ '"HYHORSPHQW

JRU RXU SURMHFWY ZH ZRUN WR PHHW RU H[FHHG FRPSOLDQFH
2UGLQDQFHY DQG 1DWLYH $PHULFDQ 3UHIHUHQFH ODZ LQ RIIHU
RSSRUWXQLWLHY DV DYDLODEOH ‘H DOVR PHHW ZLWK 7ULEDO
FRPPHUFLDO DQG FRPPXQLW\ GHYHORSPHQW RSSRUWXQLWLHV

2YHU WKH SDVW WKUHH RYDBIWV ZHWVIRDY HY 8 RPBIWHIEDQ WULEHV ZL
EXVLQHVV 7KHVH FRQWULEXWLRQV LQFOXGH VFKRODUVKLSV D
DPRXQWYV WR WKHVH \WHE BH REREFH DL FQ X i W\ERPLHYB AA WUIIRLIQDPNO L V
5HSRUW

ODLQWDLQLQJ 5SHODWLRQVKLSYV
‘H PDLQWDLQ SRVLWLYH ORQJ WHUP UHODWLRQVKLSYV HYHQ DI\
KDYH EHHQ ILQDOL]HG :H DFKLHYH WKLV E\

KROGLQJ SXEOLF DZDUHQHVV DQG ILUVW UHVSRQGHU PHHW
KDYLQJ 7ULEDO UHSUHVHQWDWLYHV PHHW ZLWK RXU H[HFX
PDNLQJ SUHVHQWDWLR®WQD WKW UQEDY® FODVVURRPYV
SDUWLFLSDWLQJ LQ 7ULEDO JHDVW 'D\ HYHQWV DQG
DZDUGLQJ VFKRODUVKLSY DV SURYLGHG LQ ULJKW RI ZD\ D.

+H H+ H+ H+ H

3XEOLF 3DUWLFLSDWLRQ LQ ,QGLJHQRXV ODWWHUYV
2XU HPSOR\HHV SDUWLFLSDWH LQ LQGXVWU\ FRQIHUHQFHV %X
2UJDQL]DWLRQ FRQIHUHQFHY :H QRW RQO\ DWWHQG WKHVH HY
PHPEHUV :H DOVR FRQVXOW UHJXODUO\ RQ PDWWHUV DIIHFWL:

JRU PRUH LQIRUPDWLRQ RQ KRZ ZH EXLOG ORQJ WHUP UHODWLF
,QGLIJHQRXYV SHRSOHV VHH RXU QGLJHQRXV SHRSOHV 3ROLF\

5 M (FL\VY QRXV 3 HBRYBHWIXGGEG RIRE
IDFW VIKMAMMSNDW Z 7 7 N OFHIJPF?IJ'IDO ERP %RLNW\R@LH\UR@® HFQ W H(
GHPRQVWUDWH RXU FRPPLWPHQW WR WKH VRFLDO HFRQRPLF |
WKH VSLULW RI WKH ,QWHUQDWLRQDO /DERU 2UJDQL]DWLRQ &R
WKH 5LIJKWV RI ,QGLJHQRXV 3HRSOHYV




3bDuUw ° 7&)' 5HSRUW

2XU GLVFORVXUH IROORZV WKH )LQDQFLDO 6WDBLHIGINQ PARDUG
GLVFORVXUHV ZKLFK DUH VWUXFWXUHG DURXQG WKH IRXU WKH

&RUH (OHPHQWYV RI 7&)'pV 5HFRPPHQGHG &OLPDWH 5HODWHG )L

,QRXU VL[WK 7&)' 5HSRUW ZH KDYH XSGDWHG RXU WUDQVLWLRQ
VWUDWHJI\ XQGHU WKH ,($uV "RUOG (QHUJ\ 2XW O RTRKSBHQ QR X C
WDNBWR DFFRXQW WKH FOLPDWH FRPPLWP HQGV VQFFIDXHE EQ J RWKHHL
$JUHHPHQWRMY 1DWLRQDO O\V' FMWHHOROL QM GO & R Q MW MEKWPL REW JHU |
DVVXPHV WKDW WKH\ ZLOO HK H I$ 36 LA)L PX.OVOW BNKS] BAQM VSVPRID [ &
DOLJQHG ZLWK WKH 3DULV $JUHHPHQW WR KROG WKH ULVH LQ J

ZH FRPSOHWHG D SK\VLFDO ULVN VFHQDULR DVVHVVPHQW I
5&3

‘H UHJXODUO\ LGHQWLI\ DVVHVV DQG PDQDJH D ZLGH UDQJH Rl SRWHQWLI
RI ZKLFK IDOO ZLWKLQ ZKDW 7&)' LGHQWLILHYV DV 2FOLPDWH UHODWHG: KRZ
RXU LQWHUQDO GLVFXVVLRQV RI WKHVH PDWWHUYV
7DVN )RUFH RQ &OLPDWH UHODWHG )LQDQFLDO 'LVFORVXUHV 2)LQDO 5HSRI
J)LQDQFLDO 'LVFORVXUHV * 7DVN J)RUFH RQ &OLPDWH UHODWHG )LQDQFLDO 'L
KWWSV ZZZ IVE WFIG RUJ ZS FRQWHQW XSORDGYV ), 1%/ 7&)' 5HSRU\
,QWHUQDWLRQDO (QHUJ\ $JHQF\ 2:RUOG (QHUJ\ 2XWORRN s QWHUQDWL
LHD EORE FRUH ZLQGRZV QHW DVVHWV  [H | DF | G "RUOG(QF
,QWHUJRYHUQPHQWDO 3DQHO RQ &0OLPDWH &KDQJH 2&OLPDWH &KDQJH
DQG ,,, WR WKH )LIWK $VVHVVPHQW 5HSRUW * ,QWHUJRYHUQPHQWDO 3DQF
KWWSV DU V\U LSFF FK LSFF LSFF UHVRXUFHV SGI ,3&&B6\QWKHVLV5HSRU\




*RYHUQDQFH

%RDUG 2YHUVLJKW
6$6% OLGVWUHDP (0 O D 6$56% ([SORUDWLRQ 3URGXFWLRQ
TUDQVSRUWDWLRQ 75 07 D *5, *5, *5, *5, *5,
& E &'3 &&

2XU %YRDUG LV UHVSRQVLEOH WR RXU VWRFNKROGHUV IRU WKH
HITHFWLYH JRYHUQDQFH LV FULWLFDO WR DFKLHYLQJ RXU SHUII
FRQILGHQFH RI RXU YDULRXV VWDNHKROGHUV LQFOXGLQJ RXU
LOQYHVWRUYV

OHQGHUYV

FXVWRPHUV

HPSOR\HHV

EXVLQHVYV SDUWQHUYV

UHJXODWRU\ DIJHQFLHYV

XQGHUZULWHUV DQG

RWKHU VWDNHKROGHUV

+H + + H+ H+ H+ H

$V SDUW RI LWV UHVSRQVLELOLWLHY RXU %RDUG RYHUVHHV Wi
RSSRUWKQRWAGNVNQJ FOLPD®E R SHOBDVMOE) WMWHHWHDYV XUHYV ZH WDN
2XU %YRDUG LV EULHIHG UHJXODUO\ E\ RXU &(2 3UHVLGHQW &)2
E\ HDFK EXVLQHVYV VRIQICHQWXSWHVYSY@PWG RSSRUWXQLWLHV ZK
EXVLQHVV VWUDWHILHYV

EXVLQHVV ULVNV DQG RSSRUWXQLWLHYV

PDMRU SODQV RI DFWLRQ

DQQXDO EXGIHWYV

EXVLQHVYVY SODQV

SHUIRUPDQFH REMHFWLYHYV

SRWHIRWIOD/ODQG WDUJHWYV IRU DGGUHVVLQJ FOLPDWH UHOD
FDSLWDO H[SHQGLWXUHV IRU PDMRU H[SDQVLRQV DQG
DFTXLVLWLRQV DQG GLYHVWLWXUHYV

H + ++ H+ H+ H+ H H

‘KHQ UHYLHZLQJ DQG SURYLGLQJ JXLGDQFH LQ HDFK RI WKHVH
WHUP EXVLQHVY VWUDWHJ\ IRU UHVLOLHQFH DQG DGDSWDELOL)
%RDUGUY FROOHFWLYH VNLOO VHW LV ZHOO VXLWHG WR LGHQW
IXWXXKH) %RDUG KDV PHPEHUV ZLWK VLJQLILADQHAWHPSHDOEGRFH L
FDSLWDO SODQQLQJ DOO RI ZKLFK DUH HVVHQWLDO WR DGGUH

RRXU GLUHFWRUV KDYH VLJQLILFD@WJALSHUDLOW FHHQRX\W\ WEH
H[SHULBQBHKDYH UHJXODWRU\ D Q@X Y+% RHDSIGUR HBEMUV Y EDFNJU
WR HQJDJH LQ KHDOWK\ GHEDWH RQ FOLPDWH UHODWHG WRSLF
WKRXJKWIXO DQG LQIRUPHG GHFLVLRQV DERXW WKHVH ULVNV D

:KLOH RXU %RDUG LV XOWLPDWHO\ UHVSRQVLEOH IRU ULVN DQC
DVVLVW WKH %RDUG LQ IXOILOOLQJ LWV UHVSRQVLELOLWLHV E!
UHVSHFWLYH DUBRV RH6H&EBRBUWWMW WHHH DVVLVWYV RXU %YRDUG ZLWE
RSSRUWXQLW\ PDQDJHPHQW ZKLFK PD\ LQFOXGH FOLPDWH UHO
&RPPLWWHH FRQVLVWY RI LQOGHSHQGHQW GLUHFWRUV DSSRLQW




(+6 DQG UHIJXODWRU\ PDWWHUV DVVLVW LQ FRQILUPLQJ WKDW Z
SUDFWLFHVY DQG WKDW HQYLURQPHQWDO DQG VDIHW\ PDWWHUYV
&RPPLWWHH PHHWY DW OHDVW VHPL DQQXDOO\ DQG UHYLHZV U
%»RDUG PHPEHU PD\ HOHFW WR DWWHQG (+6 &RPPLWWHH PHHWL
PHPEHUV ZLWK IHZ HIFHSWLRQV DWWHQG DQG SDUWLFLSDWH |
PHHWLQJV

7TKURXJK RXU (+6 &RPPLWWHH RXU %RDUG DOVR SURYLGHV GLU
FROMXQFWLRQ ZLWK RXU (6* 'LVF OGRMNLR @ R RNVAMKRIHGH VFULE
6XVWDLQDELDHMW{S5HERPMWMLWWHHPUY RYHUVLIKW LQFOXGHV WKH
WKH DQQXDO VAHAHPRQ®W RKFRMHYVW LWKH UHVLOLHQFH RI RXU EXVL(
&RPPLWWHH RXU %RDUG SURYLGHV GLUHFWLRQ WR RXU &22 RCQC
2XU %RDUG DQG (PO¥YRPPLWMNWELH VK SHUZRWHKKDRXH & (3 HFUWDWL IGRY
&22 IRU WKH PDQDJHPHQW RI WKHVH LVVXHV

ODQDIJHPHQWMV 5ROH
6$6% OLGVWUHDP (0 O' D 6$6% ([SORUDWLRQ 3URGXFWLRQ
TUDQVSRUWDWLRQ 75 07 D *5, *5, *5, &'3 & E ¢

2XU EXVLQHVY VHIPHQW SUHVLGHQWY FRUSRUDWH IXQFWLRQ K
IRU DVVHVVLQJ DQG PDQDJLQJ DFWXDO DQG SRWHQWLDO ULVN\
7TKHVH LQGLYLGXDOV XVH YDULRXV PDQDJHPHQW V\VWHPV WR D

2XU &22 LV UHVSRQVLEOH IRU RYHUVHHLQJ RXU HQJDJHPHQW ZlI
FXVWRPHUV DQG RWKHU VWDNHKROGHUV RQ (6* UHODWHG PDW
&22 SURYLGHVY VWUDWHJILF OHDGHUVKLS IRU (+6 PIDMWQRBHUY LQF
&22 LV DOVR UHVSRQVLEOH IRU LPSOHPHQWLQJ SURFHGXUHV D¢
SUHSDUDWLRQ R Il RKHSRHUSNRIDN RXQUMHOLORUMWPDWRIRWKBAW DQG R
&RPPLWWHH

2XU &(2 DQG RXU 3UHVLGHQW KROG D VHULHV RI UHJXODUO\ VF]
VHIJPHQW SUHVLGHQWY FRUSRUDWH IXQFWLRQ KHDGV DQG VXE
EXVLQHYYXVH WKRVH PHHWLQJV WR PRQLWRU SURJUHVV DQG SH
RSSRUWXQLWLHY LQFOXGLQJ ZKHUH DSSURSULDWH FOLPDWH
VXFK ULVNV DQG RSSRUWXQLWLHYV 7KH IUHTXHQF\ RI WKHVH P
LPSURYHPHQW DV DFWLRQ SODQV UHODWLQJ WR YDULRXV DVS}
QHZ LQIRUPDWLRQ DQG SDVW H[SHULHQFH 7KH UHJXODU FDGH
IHZ KRXUV WR PRVW RI D EXVLQHVV GD\ SHUPLW H[WHQGHG GL
DFWLRQ LWHPV 7KH PHHWLQJV DUH W\BIQFK® O O H \VGENFMIMEHIE R Q
5LVN DQG 2SSRUWX @QRUWHEID 8BS R B MWQW

$ ZLGH UDQJH RI SURIHVVLRQDOV LQ RXU RUJDQL]DWLRQ W\SLF
LQFOXGH HPSOR\HHV ZLWK VXEMHFW PDWWHU NQRZOHGJH DSSC
LQFOXGLQJ

EXVLQHVV DGPLQLVWUDWLRQ

EXVLQHVV FRQWLQXLW\ SODQQLQJ

HQHUJ\ PDUNHWY DQG PDUNHWLQJ

HQJLQHHULQJ DQG HDUWK VFLHQFHYV

HQYLURQPHQWDO DQG HQHUJ\ SROLF\ ODZ DQG FRPSOLDQ

+H H+ H+ H+ H




ILQDQFH WD[ DQG DFFRXQWLQJ

LQVXUDQFH

OHJDO

SXEOLF UHODWLRQV DQG FRUSRUDWH FRPPXQLFDWLRQV
VWUDWHJILF PDQDJHPHQW DQG

WHFKQRORJ\ GHYHORSPHQW

+H +H+ H+ H+ H +H

7TKHVH PHHWLQJV IRFXV VHQLRU PDQDJHPHQWPpY DWWHQWLRQ R
RSSRUWXQLWLHYV ZLWK VXEVWDQWLDO LQSXW IURP VXEMHFW PI
HQJDJHV LQ DG KRF PHHWLQJV RQ DQ DV QHHGHG EDVLV WR
f UHYLHZ DQG DSSURYH QHZ SURMHFWY DQG DFTXLVLWLRQV
¥ UHYLHZ ZLWK LQGXVWU\ FRQVXOWDQWY DQG RWKHU H[SHUYV
WKH SURGXFWYVY ZH WUDQVSRUW DQG KDQGOH DQG
¥ LGHQWLI\ DQG XQGHUVWDQG GLVUXSWLYH WHFKQRORJLHV F

7KH LQIRUPDWLRQ RXU VHQLRU PDQDJHPHQW JDLQV IURP WKHV/|
2XU %YRDUG LQ WXUQ XVHV WKH ZRUN GRQH DW WKH PDQDJHPF
FRPSDQ\pV IXWXUH GLUHFWLRQ

6WUDWHJ\

7KH IXQGDPHQWDO SULQFLSOHV RI RXU EXVLQHVV VWUDWHJ\ DL

+ IRFXV RQ VWDEOH IHH EDVHG HQHUJ\ WUDQVSRUWDWLRQ D
LQIUDVWUMNBWWIND QOIBVRRIQQBIPDUNHWY ZLWKLQ 1RUWK $PH
H[SRUWYV

+ LQFUHDVH XWLOL]DWLRQ RI RXU H[LVWLQJ DVVHWYV ZKLOH F
HQYLURQPHQWDOO\ VRXQG RSHUDWLQJ SUDFWLFHYV

+ H[HUFLVH GLVFLSOLQH LQ FDSLWDO DOORFDWLRQ DQG LQ H
RSSRUWXQLWLHYV

+ OHYHUDJH HFRQRPLHV RI VFDOH IURP LQFUHPHQWDO DFTXL
VWUDWHJI\ DQG

+ PDLQWDLQ D KHDOWK)\ ILQDQFLDO SURILOH DQG HQKDQFH D

2XU IRUZDUG ORRNLQJ VWUDWHILHY DQG ILQDQFLDO GHFLVLRQ
FRUSRUDWH REMHFWLYHY DQG UHVSRQVLELOLWLHVY :H PDNH O
FUHDWLQJ VXVWDLQDEOH FRPSHWLWLYH DGYDQWDJHV 7R VXV
SODQ IRU UHDVRQDEO\ IRUHVHHDEOH FKDQJHV LQFOXGLQJ FKD
SRWHQWLDOO\ LPSDFW RXU EXVLQHVYV:BQUHWXRIQREDW R HWXVF K ¢ KZD
RFFXU ODUNHW DQG SROLF\ WFD\QS R \DHMG VKB ¥ 1@ L[ER-HHQHDF KEDFQM RIU
ORRNLQJ VWUDWHILF DQG ILQDQFLDO GHFLVLRQ PDNLQJ

‘H PRGLI\ RXU VWUDWHJI\ DV QHFHVVDU\ WR UHIOHFW FKDQJLQJ
LOQFOXGLQJ DPRQJ RWKHU IDFWRUV WKRVH UHODWHG WR LGHAQ
FKDQJH ‘H LQYHVW LQ RXU DVVHWYV WR RSHUDWH WKHP VDIHO)
WKH FRPPXQLWLHYV LQ ZKLFK ZH RSHUDWH H ZRUN FROODERUI
JRYHUQPHQWY HQYLURQPHQWDO JURXSV ,QGLIJHQRXV 3HRSOH'
XQGHUVWDQGLQJ RI WKH LVVXHV DURXQG FOLPDWH FKDQJH DQ((




,Q WKH 86 ZH HQJDJH ZLWK SROLF\ PDNHUV IURP ERWK PDMRU
OHYHOV )RU PRUH LQIRUP BWEWQ RIIORYON HPKILOMWWRIS& kKD @ HHHV W F
SHIXODWRU\ (RIYVWERNWMHI@QDELOLW\ 5HSRUW

SRWHQWLDO &OLPDWH 5HODWHG 5LVNV 2SSRUWXQLWLHV DC
6$6% ([SORUDWLRQ 3URGXFWLRQ (0 (3 D *5, *5,
& &'3 & D &'3 & &'3 & D

‘H SULPDULO\ WUDQVSRUW DQG VWRUH FRPPRGLWLHYV IRU RXU I
FRPSDQLHV HQHUJ\ SURGXFHUV DQG VKLSSHUV ORFDO GLVWUL
LOQGXVWULHYV 7KH LPSDFW RI FOLPDWH UHODWHG ULVNV DQG R
RXU EXVLQHVV

2XU FXVWRPHUV KDYH EHHQ LQFUHDVLQJO\ VHWWLQJ FOLPDWH
VWRUH ORZHU OLIH F\FOH HPLVVLRQ SURGXHWYNYR®GOFABRCEA W V
UHVSRQVLEO\ VRXUFHG QDWXUDE QBXD UG ISZBFE 0D QWK UB Q H1
:KLOH RXU SULQFLSDO EXVLQHVV LV WKH WUDQVSRUW DQG VWR
UHQHZDEOH RU ORZHU HPLVVLRQ SURGXFWYV IRU RXU FXVWRPHL
LQIUDVWUXFWXUH WR UHPDLQ HVVHQWLDO LQ PRYLQJ OLTXLG C
EHOLHYH ZH KDYH D FRPSHWLWLYH DGYDQSALBHO LQH\R QKW BK FFR
EHQHILF&ROAQUDN HW KLOH WUDQVSRUWLQJ DQG VWRULQJ WK
RZQ RSHUDWLRQDO *+* HPLVVLRQV RXU DVVHWYV DUH FULWLFDC
ZH EHOLHYH ZLOO KHOS UHGXFH JOREDO *+* HPLVVLRQV




$ EUHIRZQ RI RXU ODUJHVW FXEWBRHAHUV E\ W\SH LV VKRZQ

2XU PDQDJHPHQW VA\VWHP LQWHJUDWHYV WKH LGHQWLILFDWLRQ
RSSRUWXQLWLHYV DFURYVV$Y DALRPGW MN BRABEGRDIH R YRV WEKFR O H

5HSRBWU PDQDJHPHQW V\VWHWPHIUQ H XREIHR/HKRRX@L R IW ROMHR/Q'L W R L
SHUIRUPDQFH DQG WR LGHQWLI\ DVVHVV DQG PDQDJH ULVNV D
LQFOXGLQJ FOLPDWH UHODWHG ULVNV6R®E R BSARSIUMNHAQ IL QVAEGIX G4+

(DPSOHV RI &OLPDW H([(DHPGDWMGR| &OLPDWH UHC
7LPHIUDPH ODQDJHPHQW 3URFHVR £V RV >SSRUWXQLWLHV
6KRUW WHUP ° :HHNO\ PRQWKO\ DQGHUXDOWWUON DQG UMJ®BDWRUVLFLHQF\ DQG DO
LPPHGLDWHO\ WRBRQFLDO DQG RSHUBWRKRWDMOWHYQ 8 ZFK D QURNUW KD W | DRIGIH U J\
\HDU °$QQXDO EXGJHW UHYL®IZWHO\ WR DIIHFW RXBHES\WROH\EWRURXUFHG QD
WKDW RI RXU FXVWRPHUWWUDQVSRUW DQG SURC
° ((WUHPH ZHDWKHU HYB@@HWZDEOH IXHOV DQG IHF
°1HZ HPLVVLRQ FRQWUR&S6
UHTXLUHPHQWYV °$GGLWLRQDO UHQHZDEOH
° &RPSOLDQFH FRVWY JHQHUDWLRQ DW RXU ORFI
OHGLXP WHUP°4RQUWHUO\ EXVLQHVVAKBYUHYVLQ GHPDQG® BRUIWRQWLDO LQFUHDVHV L
WR ILYH \HDU¥/RQJ UDQJH RXWORRNVHUYLFHV RU LQ FXVWRRHH[LVWLQJ DVVHWYV
° 3URMHFW DSSURYDO FSHHMWHQHQFHV °%OHQGLQJ RU WUDQVSRUV
° &KDQJHV LQ RXU DELOLNMQHEZR REWDQG ORZHU FI
SHUPLWV RU RWKHU U¥VXQDWRRW\H[LVWLQJ QDW)
DSSURYDO LQIUDVWUXFWXUH
°3XEOLF RSSRVLWLRQ GXH WR FOLPDWH
FRQFHUQV
%DVHG RQ EXGJHWHG QHW UHYHQXH D QRQ *$$3 PHDVXUH ,QFOXGHV
ZLWK XV ZKLFK UHSUHVHQW a Rl RXU WRWDO EXGJHWHG QHW UHYHQXHV
RI EXGJHWHG QHW UHYHQXH VHH WKH .LQGHU ORUJDQ ,QYHVWRU 'D\ SUH

ZHEVLWH DW KWWSV LU NLQGHUPRUJDQ FRP HYHQWY DQG SUHVHQWDWLRQ




(DPSOHV RI &0OLPDW H(|DHPGDWM®R| &OLPDWH UHC
7LPHIUDPH 0DQDJHPHQW 3URFHVR ELVNY >SSRUWXQLWLHYV
/RQJ WHUP ° IL¥KDWR/HUO\ EXVLQHVVAKBYQUHYVLQ ORQJ WHRUPGERPWBG KRGURJHQ RU ¥
WKLUW\ RU PRSIE \WPRJPHHWLQJV ZLWKKH[SHBWXFWV ZH RIWWSDRGXFWV LQIUD
° f& VFHQDULR ZRUNL@WRURXS °3RWHQWLDO ORZHU HPLVV
° ODFUR UHVHDUFK WHDPRDQJHV LQ SXEOLF SROWERQKRW BDRGXFW UH:
DIIHFW JURZWK RSSRUWXQLWLHV LQ RXU
WUDGLWLRQDO OLQHV RI EXVLQHVYV

7KH 7&)' GLYLGHY FOLPDWH UHODWHG ULVNV LQWR WZR FDWHJF
DUH WKRVH ULVNV UHODWHG WR WKH WUDQVLWLRQ WR D ORZHL
HPLVVLRQV FDUERQ WD[HV DQG VKLIWV LQ PDUNHW GHPDQG D
IRXU FDWHJRULHYV

¥ SROLF\ DQG OHJDO ULVN

f WHFKQRORJ\ ULVN

¥ PDUNHW ULVN DQG

¥ UHSXWDWLRQDO ULVN

3K\ VLFDO ULVNV DUH DVVRFLDWHG ZLWK SK\VLFDO LPSDFWYV IUF
RSHUDWLRQV 3K\VLFDO ULVNV LQFONRGEMKHIL & K YW UNKKF MRIGRRYNURA SS
7KH 7&)' GLYLGHV SK\VLFDO ULVN $EXW\RHDFFLXAMNY D Q 6 ORPKGJIR QKKFVU I
YDULDWLRQV LQ ZHDWKHU SDWWHUQV VXFK DV&KHRRBUH VMWRUP
VHD OHYHO ULVH DQG GHVHUWLILFDWLRQ

%RWK WUDQVLWLRQDO DQG SK\VLFDO FOLPDWH UHODWHG ULVN
RXU FRQWURO FDQ FDXVH GHOD\V LQ RXU FRQVWUXFWLRQ SURN
REWDLQLQJ ULJKWV RI ZD\ SHUPLWYV, QF@& RMIVA Z RUIHW X & D WRLG
FDQ LQFUHDVH FRVWY RU FDXVH FRQVWUXFWLRQ GHOD\V 6LJQ
PDWHULDO DGYHUVH HITHFW RQ RXU UHWXUQ RQ LQYHVWPHQW
FDQ UHVXOW LQ SURMHFW FDQFHOODWLRQV RU OLPLW RXU DEL

6RPH RI RXU DVVHWYVY DUH ORFDWHG LQ DUHDV VXVFHSWLEOH W
KXUULFDQHYV

HDUWKTXDNHYV

ZLOGILUHYV

WRUQDGRHYV

IORRGLQJ

HIWUHPH VQRZ DQG LFH DQG

RWKHU QDWXUDO GLVDVWHUYV

+H ++ + H+ H+ H H

1DWXUDO GLVDVWHUV FDQ GDPDJH RU GHVWUR\ RXU DVVHWYV R
VWRUH 1DWXUDO GLVDVWHUV FDQ VLPLODUO\ DIITHFW RXU FXV
RXU ORVVHV FRXOG H[FHHG RXU LQVXUDQFH FRYHUDJH UHVXOW
ILQDQFLDO FRQGLWLRQ RU RSHUDWLQJ UHVXOWYV

, ] WKH VFHQDULRY FRQWHPSODWHG LQ WKH ,($ D(D 53 BRWRd QMKLHD C
FOLPDWH UHODWHG WUDQVLWLREBXWUWE Q/GH WKIR/UWKOLQLWKM WKR
DGGLWWK® WRROORZLQJ
¥ SRWHQWLDO ILQDQFLDO LPSDFWV UHODWHG WR VXFK ULVN\
+t DYDLODEOH VWUDWHJ\ DQG PLWLIJDWLRQ PHDVXUHV IRU VXI
¥ SDJH QXPEHUV ZKHUH WKH WRSLFV DUH GLVFXVVHG LQ RXU




3RWHQWLDO 7UDQVLWLRQDO 5LVNV
3RWHQWLDO&OLPDWH5H$@MHQWEwaLQDQFLEBQ%%%%&WQW#SWHJ\%%%#LWLJDW
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PDQDJHEPIHQW DQG

QHIJDWLYH VW

S5HSXWDWLRQ
°6WLIJPDWL]D
°,QFUHDVHG




3RWHQWLDO 3K\VLFDO 5LVNV
3RWHQWLDO &OLPDWH SF@WHFQBIVED\DN)LQDQFLSBD,lP%?bIE:H H o WHIL DREGALWLIDW
SEXWH

° ORUH IUHTXHQW DQG V H5YHHGMF B B DUWHKYHHWD X H D V° DNV REWVRARQWLQXLWEE0DQQLQJ
HYHQWY LQFOXGLQJ IORRGLM HBWWR R QIGVWX SSOY PRDQ@'DLQLQJ QHFHVYV LQVXUDQ
H[WUHPH KHDW H[WUHPH WRIQE&XSWLRQV ° (QJILQHHULQJ FRQWURO
H[WUHPH VQRZ DQG LPH, QXUHDMDR AVLWH RI1YV [YE FRYMHQMRDO DVVHEMPHQWY DQ
DQG WRUQDGRHV OHDGGERB DN R & $VIRGEHNWV \ PDQDJHPHQW SODQV
LQWHUUXSWLRQ DQG GDPBUH DFHWER\VYVXUDQFH2BPRMMWLRQDO SURFHGHIHY DQG S¢
RSHUDWLRQV DQG VXSSO\ FKDL LGHQWLI\ DUHDV SURQH WR VHYHUF

° /IDUJHU DQG PRUH IUHTXHQW ZLOGILUHYV ZHDWKHU HYHQWY DQG ZLOGILUHV

'ULOO VHYHUH ZHDWKHEJHYHQW DQ
ZLOGILUH VFHQDULRYV

ORQLWRULQJ ZHDWKHU EbWWHUQV
VWRUPV DQG ZLOGILUH HYHQWYV
,PSOHPHQWLQJ HPHUJ"HﬂL\ VKXWGR
SURFHGXUHV IROORZHG E\ GDPDJH
LQVSHFWLRQ DQG UHVVéjUW SURWR

° 5LJKW RI ZzD\ PDLQWHQHOFH

&KURQLF

°JRQJ WHUP VKLIWV LQ FGHRENFH G )W WHIQXQH DV B XOWHAVKHOW RRQWLQXL W\ DQQLQJ
SRVVLEO\ UHVXOWLQJ LEXQHDWUWRUPWHUUXSWLRD RIWHIDIEQ D EWQ W UR O
SDWWHUQV FRDVWDO IORRGL®RZOQG 3UH FRQVWUXFWLRQ SO®BHOQLQJ
FKURQLF KHDW ZDYHV ° ,QFUHDVHG FRVWYV IRU IGOFAROWSIFBUDWLQJ HQKDQFHG HQJLQH

°5LVLQJ VHD OHYHOV DQGWRSHWW\ DQG IDFLOLW WIDRSIIRYG\P HQW V
IOXFWXDWLRQV ,PSURYLQJ IDFLOLWLHVYIMR DFFRPPR

VWRUP VXUJH
ORQLWRULQJ WLGH OHYHDV

7KH 7&)" UHFRJQL]J]HV WKDW DQ RUJDQL]DWLRQuV HIIRUWV WR Pl
SURGXFH RSSRUWXQLWLHYV IRU WKH RUJDQL]DWLRQ 7KH 7&)" JI
UHVRXUFH HIILFLHQF\

HQHUJ\ VRXUFH

SURGXFWYV DQG VHUYLFHYV

PDUNHWYV DQG

UHVLOLHQFH

+H + +H+ H+ +H

$V DQ HQHUJ\ LQIUDVWUXFWXUH FRPSDQ\ ZH UHFRJQL]H DQG H
EH PHW LQ SDUW E\ D JURZLQJ SURSRUWLRQ RI UHQHZDEOH HQH
WUDGLWLRQDO IXHOV IRU PRVW RI LWV HQHUJ\ DQG PDWHULDO
WUDQVLWLRQW DRRW K HGIIMNVE O VW WUDQVLWLRQV KDYH RFFX!
VRXUFHV RI HQHUJ\ EXW E\ DGGLQJ QHZ IQGHKUD N RXHFIHWH WRQR
WKH VHFXUH HQHUJ\ WKHWERRE O B DUWHT X' BUDYCL Y KU GWD QGDUG RI
SRSXODWLRQ ZH SXUVXH RSSRUWXQLWLHV WKDW DOVR EHQHIL
6SHFLILFDOO\ ZH DUH
$ H[SDQGLQJ RXU QDWXUDO JDV WUDQVPLVVLRQ DQG VWRUDJ
IDFLOLWDWLQJ JUHDWHU UHQHZD DM SHXGISWRUDNWQR @ XQ MK
$ SXUVXLQJ RSSRUWXQLWLHY LQWHUQDOO\ DQG ZLWKLQ WKH
HIILFLHQF\ DORQJ RXU DQG RXU FXVWRPHUVH YDOXH FKDLQ
$ H[SORULQJ QHZ ORZHU FDUERQ WHFKQRORJLHV DQG EXVLQH!

2XU HQHUJ\ WUDQVLWLRQ YHQWXUHV JURXS LGHQWLILHVY DQDO
IURP WKH WUDQVLWLRQ WR ORZHU FDUERQ HQHUJ\ 7KLV JURX!
GHYHORSPHQW DFWLYLWLHV LQ SXUVXLW RESE&RB\H RURCYWHOWL R
EOXH DQG JUHHQ K\GURJHQ SURGXFWLRQ RU WUDQVSRUWDWLR
DQG UHQHZDEOH GLHVHO SURGXFWLRQ $V DOZD\V ZH ZLOO Ut}
UHWXUQV ZKHQ HYDOXDWLQJ LQYHVWPHQW RSSRUWXQLWLHV LC




IROORZLQJ WDEOH FRQWDLQV D EULHI OLVWLQJ RI

7KH

I SRWHQWLDO RSSRUWXQLWLHV

f SRWHQWLDO ILQDQFLDO LPSDFWYV

f RXU VWUDWHI\ DQG HQKDQFHPHQW PHDVXUHV DQG

¥ SDJH QXPEHUV ZKHUH WKH WRSLFV DUH GLVFXVVHG LQ RXU

SRWHQWLDO 2SSRUWXQLWLHV
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J)LODQFLDO 30DQQLQJ &RQVLGHUDWLRQV
&'3 & &'3 & G &'3& D &'3 & &'3 & F &3& G &'3& D
"HLGHQWYDULHW\ Rl ULVNV DQG RSSRUWXQLWLHV DQG GHYHOR
RSSRUWXQLWLHY ZKHQ DOORFDWLQJ FDSLWDO WR RXU DVVHWYV
DQG GHYHORSLQJ RXU ORQJ UDQJH RXWORRN &OLPDWH UHODW
WKHPVHOYHV LQGLUHFWO\ WKURXJK IXQGDPHQWDO ILQDQFLDO
VXSSO\ DQG GHPDQG SURMHFWLRQV DUH WKH H[SHFWHG HIIHFW
FRQVXPHU EHKDYLRU LQFUHDVHG HQHUJ\ HIILFLHQFLHV DQG F
FDSLWDO SURMHFW EXGJHWV LQFOXGH H[SHFWHG FRVWV IRU FC
SHUPLWWLQJ HPLVVLRQ PRQLWRULQJ UHSRUWLQJ IHHV DQG |
DV DSSOLFDEOH :KHQ ZH DQWLFLSDWH LQFUHDVHG RSSRVLWLF
RSSRVLWLRQ ZH DGMXVW RXU IRUWRNMHDRQF WE KHREPXIDV. VID\Q GHEXGA I

‘H SULRULWL]H ULVNVY DQG RSSRUWXQLWLHY EDVHG XSRQ OLNH
SULRULW\ WR SRWHQWLDO ULVNV DQG RSSRUWXQLWLHV ZH FRQ
DVVHVV FDSLWDO DOORFDWLRQ GHFLVLRQV ZH PD\ DGMXVW RX
IROORZLQJ FULWHULD

UDWHV RI UHWXUQ RQ FDSLWDO

SD\EDFN SHULRGYV

PDUNHW GHPDQG SURMHFWLRQV

SURMHFWHG RSHUDWLQJ FRVWY LQFOXGLQJ FRPSOLDQFH F
WHUPLQDO YDOXH SURMHFWLRQV

FXVWRPHU FRQWUDFW GXUDWLRQV

FXVWRPHU DQG HTXLW\ SDUWQHU FUHGLWZRUWKLQHVYV DQG
FXVWRPHU DQG HTXLW\ SDUWQHU FRQFHQWUDWLRQ

SHU XQLW SULFLQJ

SHUFHQWDJH RI FRRWUDFWHG FDSDFLW\

OHYHO RI HTXLW\ SDUWLFLSDWLRQ DQG SDUWQHUVKLS

+H ++ + H+ H+ H+ H+ H H H

KHQ SRWHQWLDO FOLPDWH UHODWHG ULVNV DUH PRUH OLNHO\
DV D UHVXOW RI FKDQJLQJ FRQVXPHU EHKDYLRU ZH PD\ UHGXF|
FRQWUDFWRH)SMXD/'WLREUPLQDO YDOXH )RU H[DPSOH ZKHQ HY
UHILQHG SURGXFW SLSHOLQHV LQ VRPH LQVWDQFHV ZH KDYH U
HISLUDWLRQ RI WKH RENVWGDD [HRIRWUIIBDEWL YBIOP DOXH DW WKH H
FXVWRPHUV KDYH FRQWUDFWHG IRU WKH DGGLWLRQDO VHUYLFI
SXUSRVH RXU H[LVWLQJ XQGHUXWLOL]J]HG DVVHWV WR SURYLGH
UHGXFHG ULVN DQG OHVV LQYHVWPHQW

KHQ ZH DUH OHVV FHUWDLQ RI D SURMBBEW P W QUK PRUHR X3 R B Y
RI UHWXUQ RU KXUGOH UDWH IRU LQYHVWPHQW LQ WKH SURME
DGGLWLRQ WR D KRXKUHHESUKXHGBERFHUDWHIRU KLIJKHU TXDOLW\ FDV
FHUWDLQ FDVK IORZV EDFNVWRSSHG E\ ORQJ WHUP FRQWUDFW\
HISDQVLRQ FDSLWDO LQYHVWPHQWY WR SURMHFWY ZKHUH ZH K
DOORZ XV WR UHFRYHU RXU FDSLWDO ZLWKLQ WKH OHQJWK RI V
HISRVXUH WR PHGLXP DQG ORQJ WHUP PDUNHW ULVNV LQFOXC
GLVFLSOLQHG IRFXV RQ WKHVH W\SHV RI RSSRUWXQLWLHV VRP}




‘H KDYH D VIVWHPDWLF GLVFLSOLQHG DSSUWRKUKZXIRNOD MBUE Q J
PRQWKO\ UHYLHZV RI DR RXRBRPMHUUHAHEYWERBWKLQHVY DQG UH
DOVR UHYLHZ DQ\ SDVW GXH DFEHRKROAWWL QN HHW RDIEFCSHU RRIQ WRK O\ I-
WKRXJKWIXO FRVW FRQWURO

S5HVLOLHQFH RI 2XU 6WUDWHJ\
6$6% OLGVWUHDP (0 O' D 6$6% ([SORUDWLRQ 3URGXFWLRQ
TUDQVSRUWDWLRQ 75 07 D *5, &'3 & &'3 & G

7R EHWWHU DVVHYVWWKHN IUHAINLYD VRVQAHVRIIIRB QG XQGHUVWDQG W
FRXOG KDYH RQZRXHBXRUR ODHNYHO DVVHVVPHQWY RI WKH LPSDF
VFHQDULR WUDQVLWLRQ ULVN DQDO\VLV DQG f& JOREDO ZDU

7R XSGDWH RXU WUDQVLWLRQ ULVN DQDO\VLV ZH XVHG WKH VF
ZH FRQVLGHUHG WKHVH VFHQDULRY UHODWLYH WR RXU H[LVWL
VFHQDULR SURMHFWLQJ D JOREDO WHPSHUDWXUH LQFUHDVH RI
SURMHFWHG HQHUJ\ GHPDQG DQG VXSSO\ PL[ IURP D YDULHW\ R

+ HOHFWULFLW\ JHQHUDWLRQ VRXUFHY DQG DYDLODELOLW\

+ WUDQVSRUWDWLRQ IXHOV

+ *+* HPLVVLRQV DQG

+ UHTXLUHG LQYHVWPHQW

JRU RXU SK\VLFDO ULVN DQDO\VLVY ZH XVHG VFHQDULRYV FRQVL)
WKH ,3&&pV JLIWK $VVHVVPHQW 5HSRUW ZKLFK DVVXPHV WK

VW FHQWXU\ ,Q WKH f& 6FHQDULR WKH ,3&& DVVXPHV WKDV
HPLVVLRQV UHPDLQ KLJK ZKLFK FRXOG OHDG WR PRUH VHYHUH

‘H FRQVLGHUHG RXU SRWHQWLDO H[SRVXUHV PLWLJDWLRQ PHD
IROORZLQJ YDULDEOHYV
WHPSHUDWXUH
SUHFLSLWDWLRQ
GURXJKW

VWRUP VXUJHV
ZLOGILUHYV
KXUULFDQHYV

IORRGYV

VHD OHYHO ULVH DQG
ODQGVOLGHYV

+H ++ + H+ H+ H+ H H H

, ] HLWKHU RI WKHVH 6FHQDULRYVY ZHUH WR EHFRPH UHDOLW\ ZH
EDVH IRU HI[DPSOH E\ HQWHULQJ LQWR QHZ OLQHV RI EXVLQHYV
LPPHGLDWHO\ VXFK DV WKURXJK DFTXLVLWLRQV DQG GLYHVWL'
LQ FLUFXPVWDQFHYV $Q DFTXLVLWLRQ RU VDOH RI PDWHULDO E
WR RXU H[LVWLQJ DVVHWV RU RSHUDWLRQYV

cLQWHU VWRUP 8UL LQ WHVWHG WKH DELOLW\ RI RXU DVVHYV
EHFDXVH RI RXU SULRU SODQQLQJ DQIGHRUAISPWHG YAWRWU S BB IY WV
ZLGHVSUHDG UROOLQJ EODFNRXWY DFURVYV 7H[DV DQG VHYHUD((
HQHUJ\ WR WKH PDUNHW ZKHQ PDQ\ RLO DQG JDV SURGXFHUV D




GRZQ ‘H DOVR XVHG RXU VWRUDJH UHVHUYHV WR EULQJ QDWX
UHJDUGOHVV RI SULFH WUHQG 8UL VHULRXVO\ LPSDFWHG 7H[D
ZRUNLQJ ZLWKLQ WKH LQGXVWU\ WR VXSSRUW DQ HPSKDVLV RQ
RXWDJHV

7KH ,($pV DQG ,3&&uV VFHQDULRY DUH QRW D SUHGLFWLRQ RI W
IUDPHZRUN IRU FRPSDULQJ SRVVLEOH YHUVLRQV RI WKH SRWHQ
FOLPDWH FKDQJH 7KH DVVXPSWLRQV XQGHUSLQQLQJ WKH ,($p’
QHZ LQIRUPDWLRQ EHFRPHY DYDLODEOH 6RPH RI WKH SULPDU!
LQ WKH ,($pV DQG ,3&&uV VBISGBEQIGRY DU BXIPPHAX GRH G EIPQDULR YV
8QGHUO\LQJ $VVXPSWLRAQXHDB G DQGHAH MWRRUMVXUDQFH WKDW DQ
SHUIRUP IRU RXU EXVLQHVVHY DQG DVVHWYV DUH D UHOLDEOH L
EXVLQHVVHY DQG DVVHWYV

, W EHDUV UHSHDWLQJ WKDW D YDULHW\ RI IDFWRUV FRXOG FDX
HISUHVVHG LQ RU LPSOLHG E\ RXBGARDYBSRUBVRN. QQ INRW B VYW P R
S3ROLFLHV 3URFHGXUHV 3UDFWLFHV I POQOGQGQRUWLBGIURRNLQRU B/
LPSRVVLEOH WR SUHGLFW ZLWK FHUWDLRWAOLRB WH RJIIHIDID VB H G H
RSSRUWXQLWLHY $V D UHVXOW LW LV HIWUHPHO\ GLIILFEXOW \
FOLPDWH UHODWHG FKDQJHV

7UDQVLWLRQ 5LVN $QDO\VLV

2XU VFHQDULR DQDO\VL¥3IRESRVH G\ RBKDXFAEBEPI6 DVSLUDWLRQDO \
JRYHUQPHQWY DUH PHW RQ WLPH DQG LQ IX0O0 LQF®RD®ENI WKF
ZKHWKHU WKH\ UHODWH WR FOLPDWH FKDQJH HQHUJ\ VWUHDPV
DFFHVV 7UHQGV LQ WKLV VFHQDULR UHYHDO WKH H[WHQW RI1 V
WDFNOH FOLPDWH FKDQJH DQG PHHW RWKHU VXVWDLQDEOH GH
PRUH DPELWLRXV VLQFH WKH $36 RI ,($puV "RUOG (QHUJ\ 2XW
DQQRXQFHG VLQFH WKHQ QRWDEO\ LQ ,QGLD DQG ,QGRQHVLD

FXPXODWLYH H[WHQW Rl WKH ZRUOGuV DPELWLRQ DV RI PLG

8QGHU WKH ,($pV $36

+ JOREDO HQHUJ\ FRQVXPSWLRQ SHDNV DQG WKHQ GHFOLQHV
$ FUXGH RLO DQG QDWXUDO JDV UHPDLQ D VLIJQLILFDQW SRU!
HQHUJ\ FRQVXPSWLRQ LQ EXW GRZQ IURP LQ
+ JOREDO QDWXUDO JDV FRQVXPSWLRQ IDOOV IURP LQ
+ JOREDO ELRIXHOV FRQVXPSWLRQ LQFUHDVHV E\ ILYH WLPH\
OLTXLG IXHOV PDUNHW E\ YHUVXV LQ
'HVSLWH DQ DVVXPHG LQFUHDVH LQ SRSXODWLRQ DQG LQF

SURMHFWYV WKDW JOREDO HQHUJ\ FRQVXPSWLRQ GHFUHDVHV E\
HQHUSSSIHFOLQHYV EXKLVY GHFOLQH LQ HQHUJ\ VXSSO\ LV SULPD
IRU VXEVWDQWLDO DQG UDSLGO\ RFFXUULQJ HQHUJ\ HIILFLHQFL
HYROYLQJ JOREDO SXEOLF SROLF\ 7KURXJKRXW WKH VFHQDUL

, QWHUQDWLRQDO ORQHWDU\ )XQG 2:RUOG (FRQRPLF 2XWORRN 'DWDEDVH 2
KWWSV ZZZ LPI RUJ PHGLD )LOHV 3XEOLFDWLRQV :(2 :(2 'DWDEDVH (2
,(QWHUQDWLRQDO ORQHWDU\ )XQG 2:RUOG (FRQRPLF 2XWORRN 'DWDEDVH 2
KWWSV ZzZzZ LPI RUJ PHGLD )LOHV 3XEOLFDWLRQV :(2 :(2 'DWDEDVH (2




DVVXPSWLRQ LV FULWLFDO WR PDQDJLQJ RYHUDOO LQYHVWPHQ
GHSHQG RQ WKH HIWHQW WR ZKLFK WKH HQHUJ\ HIILFLHQF\ DQCG

8QGHU WKH $36 ,($ H[SHFWV WKH JOREDO HQHUJ\ PL[ WR EHFRF
HQHUJ\ UHVRNUFRDO® XEBOGVLQBUURP Rl WKH JOREDO HQHUJ\
LQ 1RQ LQWHUPLWWHQW HIRHXIG QG QDWHRMXVOELRHQBAGJI\

RI WKH JOREDO HQHUJ\ VXSSO\ LQ LV IRUHFDVWHG WR G}

7KH $36 HQHUJ\ PL[ LV HQDEOHG E\ YDULRXV FRVW DVVXPSWLRC
FDUERQ WD[HV DQG ORZHU WKH FRVW RHREHBYRURIQPPFPS ORQ LD
8 6 WKH $36 SUHGLFWV GHFOLQLQJ FDSLWDO FRVWYV RI IRU
RQVKRUH ZLQG RYHU WKH SHULRG 7KLV LV FRXSOHG ZL
R WULOOLRQ LQ HOHFWULFLW\ QHWZRUNYV DQG WULOOLRQ
%HFDXVH FOHDQ HQHUJ\ WHFKQRORJLHV UHTXLUH D VLJQLILFDGC
WKHVH FRVW UHGXFWLRQ DVVXPSWLRQV KLQJHV RQ LQFUHDVHC
WR PHHW ULVLQJ PLQHUDO GHPDQG

%\ XQGHU WKH$[35V PDUERWOWWPHG LQ QHDUO\ DOO FRXQWULF
PDUNHWY DQG GHYHORSDGY HERMER MHIERQ R P 11 H WVALHN B FIEGHNG [ H U
WD[HMQJH IURP HWUSHUWMRQ %HFDXVH RI FDUERQ WD[HV LPS
($ H[SHFWV 1RUWK $PHULFD DQG (XURSH WR ORVH RI WKH JcC
UHJLRQV ZLWK KLJKHU H[SHFWHG HPLVVLRQ LQWHQVLW\ VXFK D

2SWLPLVWLF DURXRCBVHREWY I\ HIILFLHQFLHYVY JRYHUQPHQW SROL
DQG PLQHUDO GHYHORSPHQW KHOS WR PRGXODWH WURO®IHAQV HRE

WKH SHULRG ZKLFK ZKLOH OLNHO\ D FRQVHUYDWLYH HV\
OHYHOV 3URMHFWHG JOREDO DYHUDJH DQQXDO LQYHVWPHQW
DQG ELOOLRQ SHU (- IRU WKH SHULRG ,Q VXPPDU\ V

SRSXODWLRQ DQG KLIJKHU SHU FDSLWD LQFRPH EXW GHFUHDVL

'XULQJ RXU VFHQDULR DQDO\VLYVY ZH DOVR FRQGXFWHG D UHYLH
WR GHWHUPLQH ZKHWKHU WKHUH ZHUH DGGLWLRQDO FOLPDWH
LGHQWLILHG LQ RXU VFHQDULR DQDO\VLVY FRQGXFWHG DJDLQVW
1=( VFHQDULR GLG QRW UHYHDO DGGLWLRQDO FOLPDWH UHODW
RU RSSRUWXQLWLHYV ZH KDG DOUHDG\ LGHQWLILHG

7UDQVLWLRQ S5HYNGWBO\VLV

$V QRWHRDEEXNLQHVV VWUDWHJI\ LV WR IRFXV RQ VWDEOH IH
DVVHWY DQG WR RSHUDWH WKHP VDIHO\ DQG LQ DQ HQYLURQPH
DVVHWYV LQ D GLVFLSOLQHG PDQQHU DQG W\SLFDOO\ RSHUDWH
VHHN WR EH SURDFWLYH LQ DGDSWLQJ WR FKDQJLQJ FLUFXPVW
HIITHFWLYH LQ DGDSWLQJ WR FOLPDWH UHODWHG ULVNV DQG RS

7KH PDMRULW\ RI RXU JURZWK FDSLWDO H[SHQGLWXUHV KDYH E
DVVHWYV WKDW VHUYH ORZHU FDUERQ XH\GB\R QAXFEKO D YV ABERWQFH® @
51* /1* UHQHZDEOH GLHVHO RWKHU E4\RIUKHOWFWRG EIOQRWKHD | R
ZH DOORFDWHG DSREOURAUPGWHOHWLRWRWROBLWDOERQ IXHOV




D )RU DGGLWLRQDO LQIRUPDWLRQ DERXW RXU XVH RI DQG FDOFXODWLRQ RI GLVF
ODQDJHPHQWUY 'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO Q DQG 5HVXO\
([SHQGLWXUHV:® LQFOXGHG LQ RXU JRUP . ZKLFK LV DAPEBFRERK W K
RXU ZHHRANWISVDWI U NI QGHUPRUIDQ ERP 11 QIDQFLDOV DQQXDO UHSRUWY GHIDXOW

E $FTXLVLWLRQV DOLJQHG ZLWK RXU VWUDWHJ\ W R Q8 Y B\VWUDR ¥ RE LFEAHY R Q W XQWHI \
GLVFXVYRREQYKRBPHULFDQ 1DWXM@P® GHWRBRQBHY LQRXU /RZHU &DUERQ )XHOV DQG .

1DWXUDO *DV

$V D UHVXOW RI H[SDQVLRQ SURMHFWY RUJDQLF JURZWK DQG I
VHIPHQW KDV JURZQ VLJIQLQREDEFERPGUVVEFHDSSURQIGPDWHO\ R
(%'$ XS IURP DSSUR[LPDVWRQWULE@WLRQV E\ HDFK RI RXU EXVL
6HIJPHQW (%'$ DUH SUHVHQWHG LQ WKH IROORZLQJ FKDUW




D )RUDGGLWLRQDO LQIRUPDWLRQ DERXW RXU XVH RI DQG FDO IRU $GMXV
,WHP LQ FK LV DYDLOD QMHIEHI R (Y8
RQ RXU ZKE DQFLDOV DQQXDO UHSRUWY GHIDXO\

‘H RSHUDWH RU RZQ DQ LQWHUHVW LQ DSSUR[LPDWHO\ PLC
DSSUR[LPDWHO\ RI WKH QDWXUDO JDV FRQVXPHG GRPHVWLFL
$PHULFD LV SOHQWLIXO LQH[SHQVLYH DQG F3®HDWYEUEXU YRQW
LQFUHDVHG QXPEXUQRIQBOMHDWXWD O JDV HRING/ ISRZW UURPD® W VH ¢
SRZHU VHFWRU HQHUJ\ FRQVXPSWLRQ LQ ZHUH DW OHYH:
HPLVVLRQV SHDNHG ZKLOH WKHWRPS *'3 BHWZWHKER X\ :(2 6 WDWH
3ROLFLHV 6FHQDULR LI WKH ZRUOG FRQWLQXHV WR UHSODFH F
FRXOG OHDG WR HPBERWHROWLDIWGXFWLRQVWRXUDEVUDV ILUHG SRZH
FRPSDUHG WR FRDO |LUHG §@OMIQW V ABREON RZIQD. YIHF D@WHD\ UH G X F H Vv
IRUPDWLRQ

$V WKH UDWH Rl UHQHZDEOHY SHQHWUDWLRQ LQFUHDVHV UHOI
ZLOO FRQWLQXH WR SURYLGH HOHFWULFLW\ GXULQJ GHPDQG St
GHPDQG UHTXLUHPHQWY RKHO HAHVAGBLELIHQ BHBRAR G YHQ PRUH [

86 (QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ 2$SULO ORQWKO\ (QHUJ\ 5F
ZZZ HLD JRY WRWDOHQHUJ\ GDWD PRQWKO\ SGI PHU SGI!

86 &HQVXV %XUHDX 2+LVWRULFDO 1DWLRQDO 3RSXODWLRQ (VWLPDWHYV

KWWSV ZZZ FHQVXV JRY SURJUDPV VXUYH\V SRSHVW WDEOHV

86 &HQVXV %XUHDX 2$QQXDO (VWLPDWHV RI WKH 5HVLGHQW 3RSXODWLRQ
&ROXPELD DQG 3XHUWR 5LFR $SULO WR -XO\ 167 (67 32338 6
ZZZ FHQVXV JRY SURJUDPV VXUYH\V SRSHVW WDEOHV VWDWH WRWDO

‘H FDOFXODWHG XVLQJ D FRDO HPLVVLRQ (-QDVH® VLD WPOWHORIDV HRLVVR® C
OLOOLRQ WRQQHV &2

%ODFN O9HDWFK ODQDJHPHQW &RQVXOWLQJ //& 27KH 5ROH RI 1DWXUDO *D
,1*$$ 0D\ KWWSV ZZZ LQJDD RUJ )LOH DVS["LG !




SUW RI WWH HQWHERXWRIY EHHVHORDG HOHFWULFLW\ JHQHUDWLRQ
UHPRYHG IDVWHU WKDQ LQWHUPLWWHQW UHQHZDEOH JHQHUDW
FRXOG EH IXUWKHU H[DFHUEDW H3GY/ ERDLISDIFG M/ XCDGAGH. \WW QRIQNV \ RV VW
DFFHOHWBRMWHDPSOH ZKHQ FRPSDULQJ PHHAHPFPIEWMIURQ D QG G H/RKDA
EHIRUH 7H[DV ZLQWHU VWRUP (OOLRWW WR 'HFHPIEHGEQHUDWLR
L@H[DV GHFUHDVHG E\ ZKLOH QDWXUDOKIBK BERIPBDQKHBGL®Y KB HDI
ZLQG JHQHUDWLRQ DV ZHOO  DWKRXWHDKNH & IGGIPDHQED ELOLW\ DQ
SRZHU JHQHUDWLRQ WKH 7H[DV HOHFWULF JUKOGRXRBOG KDYH E
DSBILPDWHO\ RXW RI QDWXUDO JDV FXVWRPHUV PD\ H[SHUL
RXWDJH YHUVXV DSSUR|[L MDDSHO M GRMWRMXMEXIHMLBRUVIMWHP FXVW

*URZWEHQHZDEOKBUSHPLQH VHUYLFHY DQG LQIUDVWUXFWXUH V
LQFUHD@HEGEBH G WR VXSSOHPHQW WKH YDULDEOH SRZHUSHYEXSBSR)
H[SDQVLYH QDWXUDO JDV SLSHOLQH DQG VWRUDJH IRRWSULQW
GHOLYHU FXVWRPHU GULYHQ VROXWLRQV LQ D ORZHU FDUERQ =z
SURSHUO\ FRQWUDFWHG DQG QRPLQDWHG LV SURYLQJ FULWLFI
I[IURP UHQHZDEOH HQHUJ\ VRXUFHVY OLNH ZLQG DQG VRODU "H L
WKHVH PDUNHW QHHGYV E\ PDUNHWLQJ WKH GHOLYHUDELOLW\ D«
DQG VWRUDJH QHWZRUN DV D FRPSOHPHQW WR UHQHZDEOH HQ!

2XWVLGH RI SRZHU JHQHUDWLRQWIGH RPQGE V RW LCPDONV XUHD/QA BB W L
DUHBFWWHK UHPDLQ UHVLOLHQW IRU D ORQJ WLPH ,($pV $36 IRL
RWKHU VHFWRUV VXFK DV LQGXVWU\ WUDQVSRUW DQG EXLOG
GHFOLQLQJ E\ FRPSDUHG WR 7KLV ZLOO EH GULYHQ E\ W|
HOHFWULI\LQJ FHUWDLQ KR UKH/DRVIBHER DQGSDREHWKHY WKDW FDC
WRGD\

8QGHU WKH ,($pV $36 JOREDO WUDGH LQ /1* LV H[SHFWHG WR L
WK H SHULRG 1RUWK $PHULFDQ QD VRXWD/OR WG SEPRIGIN F\
GHPDQG E\ DSSUR[LPDWHO\ DQG %FI G LWHVXOWLQDQG H
VXSSO\ DYDLODROM MYEWNWSRYWMLDO QDWXUDO JDV WUDQVSRUWL
FRQQHFWHG WR PRVW PDMRU VXSSO\ EDVLQV DQG GHPDQG PDU
IDFLOLWLHY $V VXFK ZH EHOLHYH WKHUH VKRXOG EH FRQWLQ
WUDGH $V WKH 8 6 DGGV PRUH /1* H{SRUW FDSDFLW\ ZH H[SH
RXU SLSHOLQH QHWZRUN WR VHUYH WKHVH H[SRUW IDFLOLWLH\

,62 1HZ (QJODQG ,QF 2 (FRQRPLF 6WXG\ )XWXUH *ULG 5HOLDELOLW\ 6W >
QH FRP VWDWLF DVVHWY GRFXPHQWYV BHFRQRPLFBVWXG\BIXWXUHBJI

(OHFWULF 5HOLDELOLW\ &RXQFLO RI 7H[DV (5&27 2(5&27B B+RXUO\B:LQ(
KwwSsyvV 2727Z HUFRW FRP PLVGRZQORDG VHUYOHWY PLU'RZQORDG"GRFORRN?}

(OHFWULF 5HOLDELOLW\ &RXQFLO RI 7H[DV (5&27 2)XHO OL[ 5HSRUW 3
KWwSsSV 2727ZZ HUFRW FRP ILOHV GRFV ,(QW*HQE\)XHO [OV]!
(OHFWULF 5HOLDELOLW\ &RXQFLO RI 7TH[DV (5&27 2 (5&27 +RXUO\ /RDG |
KWwSsSV 2727ZZ HUFRW FRP ILOHV GRFV 1IDWLYHB/RDGB JLS!
$PHULFDQ *DV $VVRFLDWLRQ 2%$*% 3OD\ERRN 3 $*$ KWWSV SOD\EI
%ODFN O9HDWFK ODQDJHPHQW &RQVXOWLQJ //& 27KH 5ROH RI 1DWXUDO *D
,1*$$ 0D\ KWWSV 7ZZZ LQJDD RUJ )LOH DVSI["LG !

‘RRGODFNHQ]JLH 21RUWK $PHULFD *DV <HDU ,QYHVWPHQW +RUL]JRQ 2XWO
KWWSV P\ ZRRGPDF FRP GRFXPHQW !




%YHFDXVH RI WKH IRUHJRLQJ DQG WKH IDFW WKDW WKH PDMRUL
QDWXUDO JDV ZH H[SHFW WR PDLQWDLQ D VXVWDLQDEOH HFRQ

+\GURFDUERQ )XHOV

:KLOH QDWXUDO JDV KRW KRHDEQU -DF-®OYERWDIXHWOYV DUH JHQHUDOO\
SOHQWLIXO DQG DV D UHVXOW RI DGYDQFHPHQWY LQ WHFKQR(
DUH VXSSRUWHG E\ DQ HQRUPRXV VRSKLVWLFDWHG ZRUOGZLG
K\GURFDUERQV DUH LQSXWV WR SURGXFWV VRFLHW\ XVHV HYHL
WKH SURGXFWLRQ RI VIQWKHWLF IDEULFV IHUWLOL]JHUV VROYF
GHFDGHY DQG D VXEVWDQWLDO LQYHVWPHQW RI UHVRXUFHV IR
K\GURFDUERQ QHWZRUN ZKLFK ZH DQWLFLSDWH ZLOO RFFXU JL
FRQWLQXH WR REBWDFDWHUHKBYMBBYLILHG HQHUJ\ LQIUDVWUXFW)
VHIPHQWY FRQVLVWHQW ZLWK RXU FRPPLWPHQW WR GHOLYHU
:KLOH GHPDQG IRU WKH FXUUHQW VHUYLFHV RI VRIRH RI\RXU DV
WUDQYDWLRQ RXU DVVHWY DUH ZHOO SRVLWLRQHG WR WUDQVS
GULYHQ SURGXFWV VXFK DV UHQHZDEOH IXHOV K\GURJHQ DQCcC

2XU BURGXFWY 3LSHOLQHYVY DQG 7THUPLQDOV EXVLQHVV VHIPHQW
IXHO DQG RWKHU GFKWHLO/OPIBHSBHRGRWWWKDW (9 SHQHWUDWL
DFFRXQWLQJ IRU Rl FDU VDOHV LQ W K 8$ WHGHS 8 VB L RUDLAPM\U W
DRG WKH ,QIUDVWUXFWXUH DQG -REV $FW KDYH HDUPDUNHG QHI
RI (9 FKDUJHOUWD UHVXOW Rl WKH LQFUHDVHG HIILFLHQF\ RI JDV
SHQHWUWDKHIRQLY OHVV GRPHVWLF GHPDQG IRU JDVROLQH ZH Z
RI RXU OLTXLGY WHUPLQDOV WR KDQGOH ORZHU FDUERQ UHQHZ
VXVWDLQDEOH DYLDWLRQ IXHO DQG D KLIJKHU SHUFHQWDJH RI

7R WKH HIWHQW WKH GHYHORSLQJ ZRUOG WUDQVLWLRQV DZzZD\ |
WKDQ WKH 8 6 ZH DQWLFLSDWH RXU WHUPLQDOV RQ WKH 8 6 *
WR VRPH RI WKH PRVW FRPSOH[ DQG FRVW FRPSHWLWLYH UHILC
HISRUWV RI WKRVH SURGXFWY :H ZRXOG DOVR H[SHFW RXU QD
IURP WKH LQFUHPHQWDO HOHFWULFLW\ SURGXFWLRQ UHTXLUHC

7KH HVYWLPDWHG WLPH IRU WUDQVLWLRQLQJ RXU DVVHWYV |IURP
FDUERQ PDWHULDO YDULHV IURP LPPHGLDWHO\ WR URXJKO\ WK
GLHVHO RU 51* FDQ EH DFFRPPRGDWHG LPPHGLDWHO\ ZLWK H[L
WDQN VWRULQJ GLHVHO ZRXOG UHTXLUH PLQLPDO PRGLILFDWLF
FRQYHUW D WDQN WR KDQGOH UHQHZDEOH IXHOV IHHGVWRFNYV
RQ WKH FRQGLWLRQ RI WKH WDQN DQG SURGXFW KDQGOLQJ UH"
&RQYHUWLQJ D WUDQVPLVVLRQ DVVHW IURP KLIJIKHU FDUERQ OL
WKUHH \HDUV

IRZHU &DUERQ )XHOV DQG &&86

7KH ZRUOG KDV \HW WR LGHQWLI\ IXHOV DQG WHFKQRORJLHV W
HFRQRPLFDO WKDQ WKRVH LQ XVH WRGD\ $GGLWLRQDO UHVHD
FRPPHUFLDOL]DWLRQ RI WKHVH IXHOV DQG W HRKHMIRRI\LIHBE/O\ ARR
QDWXUBQHDWVE®H GLHVHO DQG K\GURJHQ DV ZHOO DV &&86 Dl
SRWHQWLDO VROXWLRQV WKDW FRXOG DFFHOHUDWH WKH ZRUO
WHPSHUDWXUHYVY WR OHVV WKDQ f&




¥ 51+

51* LV D SLSHOLQH TXDOLW\ QDWXUDO JDV WKDW LV LQWHU
WKXV FDQ EH WUDQVSRUWHG VWRUHG DQG XVHG LQ WKH \
HVVHQWLDOO\ XSJUDGHG ELRJDV WKH JDVHRXV SURGXFW F
EHHQ SURFHVVHG WR SXULW\ VWDQGDUGY ,Q DGGLWLRQ W
WKH 51* SURGXFWLRQ SURFHVWRKDSWXRXVYVGCIBWHKRKREXKVH EB
DWPRVRKRKHIODHKIHIH WKH PDUNHW IRU 51* KDV LQFUHDVHG RY
IUDFWLRQ RI WRWDO QDWXUDO JDV FRQVXPSWLRQ :RRGOD
OOFI G RI 51* LDFFRXQWLQRIIRU 8 6 QDWXUDO J%NWAHHEXFW
ODQGILOOV GDLU\N IDUPV VZLQH IDUPV DQG RWKHU 51* VR
SURGXFWLRQ PD\ LQFUHDVH WR %FlI G E\

6LQFH ZH KD YWHQR QO*H¥FMWHIKSY WR RXU SLSHOLQH V\VWHF
FDSDFLW\ RI DSSUR[LPDWHO\ OOFI G RI 51* ZKLFK KDG Z
KDYH DFFRXQWHG IRU QHDUO\ R1 W/KHH FP1IH WPHOUQVHH W PMLW/D/W R
ROQH RI WKHVH VLWHV ZKLFK PDQDJHV RYHU WKRXVDQG F
O0OFI G RI DYRLGHG PHWKDQH HPLVVLRQV

‘H H[SDQGHG RXU 0* IRRAINSUKLQWU DFTXLVLWLRQV RI 0DV 51
IDWXUDO 5HVRXUFHV ,QF 7KHVH DFTXLVLWLRQV FRPELQF
KDYH 51* JHQHUDWLRQ FDSDFLW\ RI DSSUR[LPDWHO\ % FI
GHYHORSPHQW 7KLV HTXDWHV WR DYRLGLQQ® XEDBR\ PLO
OOFI G RI PHWKDQH FDSWXUHG DW DQ 51* IDFLOLW\ HTXDWH
WRQV RISRU \HDU 7KLV LV HTXLYDOHQW WR WDNLQJUPRUH

‘H DBDHPHPEHU RI WKH &RDOLWLRQ IRU 5HQHZD BAGHD WD WHKUWNDH
WKH SXEOLF SROLF\ DGYRFDWH DQG HGXFDWLRQ SODWIRUP

+ SHVSRQVLEO\ 6RXUFHG 1DWXUDO *DV
5HVSRQVLEO\ VRXURH G KQDWLX U B G RAQWDHQIDIOR DWW QYW XUD O
FHUWLILHG DV KDYLQJ PHW FHUWDLQ (6* VWDQGDUGYV 7KH
SUDFWLFHV IRU PHWKDQH HPLVVLRQV ZDWHU XVDJH DQG F
QDWXUDO JDV SURGXFHVUYROMLIE G\URRXEDH® RIDEEBHWI/ORI D2\ (
)XWXUH RU SURGXFHUV REWDLQLQJ 0L4 (TXLWDEXXMIHILQ
SURGXFWLRQ VHIJPHQW PHPEHUV KDYH D WDUJHW PHWKDQH
E\ ,Q WKHVH PHPEHUV DFKLHYKHG DRONH@WH QDL WR QR
UHVSRQVLEO\ SURGXFHG QDWXUDO JDV DFURVVWEKHK L g RWPK
8 6 IlURP 2FWREHU WR 6HSWHPEHU ZKLFK UHSUHVHOQ\
ZHOOKHDG JDV SURGXFWLRQ *LYHQ FRQVXPHUVH JURZLQJ
UHVSRQVLEO\ VRXINISEFODIWGX WROJURY DV QDWXUDO JDV FR(
QDWXUDO JDV EH UHVSRQVLEO\ SURGXFHG DQG WUDQVSRUYV

,Q -XO0\ 7*3 UHFHLYHG )(5& DSSURYDO IRU LWV UHVSRQV
QDWXUDO JDV SRROLQJ VHUYLFH 7KLV VHUYLFH LV GHVLJC
VHOO UHVSRQVLEO\ VRXUFHG QDWXUDO JDV DW QRQ SK\VLF
VXFK DV XWLOLWLHV SRZHU SODQWV DQG /1* IDFLOLWLHYV

:RRGODFNHQ]LH 21RUWK $PHULFD *DV ODUNHW 6WUDWHJILF 30DQQLQJ 2XW
P\ ZRRGPDF FRP GRFXPHQW !




I[IURP TXDOLILHG WKLUG SDUW\ RUJDQL]DWLRQV DUH VXSSO\
VXSSO\ LV H[SHFWHG WR JURZ

+ (WKDQRO

(WKDQRO LV D UHQHZDEOH ELRIXHO WKDW FDQ EH PDGH IUF
EDUOH\ DQG VXJDU FDQH ,W LV RIWHQ DGGHG WR JDVROL
SROOXWLRQ (WKDQRO LV FRQVLGHUHGHBNHERIX B 8 XHNAUKODIQ
FRPEXVWHG LQ YHKLFOHVKDWRIWBBVRUBKE ZRHQ WKH IHHC
SURGXFH HWKDQRO 2Q D OLIH F\FOH DQDO\VLV EDVLV *+*
ZLWK FRUQ EDVHG HWKDQRO SURGXFHG IURP GU\ PLOOV FR
DQG XVH

2XU THUPLQDOV DQG B3URGXFWYV 3LSHOLQHV EXVLQHVV VHJF
GHPDQG LQ 2XU $UJR ,O0OO0LQRLV 7HUPLQDO VHUYHV DV
WUDGLQJ KXE 'H KDYH VHYHUDO WHUPLQDOV FDSDEOH RI |
UDFNV ZKHUH HWKDQRO LV EOHQGHG ZLWK JDVROLQH 7KH
UHJXODWRU\ FKDQJHYVY UHTXLUH KLJKHU OHYHOV RI HWKDQR
IXHO VWDQGDUG H[HPSWLRQ IRU VPDOO UHILQHUV ZKLFK Z
LQWR WKH JDVROLQH WKH\ SURGXFH

f SHQHZDEOH 'LHVHO 6XVWDLQDEOH $YLDWIRQ )XHO DQG 5H
5HQHZDEOKHWOGKHMHDXDOLW\ QRQ SHWUROHXP UHQHZDEOH
RLOV DQG XVHG FRRNLQJ RLO , W LV RIWHQ UHIHUUHG WR
ELRIXBBQHZDEOH GLHVHO LV RIWHQ FRQIXVHG ZLWK WUDGL
OHWK\O (VWHU RU )$0( :KLOH ERWK DUH PDGH IURP RUJDQ
ZLWK GLITHUHQW SURGXFWLRQ SURFHVVHV FOHDQOLQHVYV
PRUH VWULQJHQW EOHQGLQJ OLPLWDWLRQV UHQHZDEOH G
DQG FDQ EH KDQGOHG E\ WKH YDVW QHWZRUN RI H[LVWLQJ
LQIUDVWUXFWXUH

7TKBLIH R\FOHQKRXVH JDV HPLVVLRQV RI UHQHZDEOH GLHVH

ORZHU WKDQ FRQYHQWLRQDO GLHVHO 7KLV PDNHV ER
ZRUOG DV ZH ZRUN WR PHHW HQYLURQPHQWDO VWDQGDUGYV
&DOLIRUQLD DQG WKH 8 6 )HGHUDO 5HQHZDEOH )XHO 6WDQ

2XU BURGXFWY 3LSHOLQHV EXVLQHVYV VHIPHQW KDV FRQVW
DQG VRXWKHUQ &DOLIRUQLD WR VHUYH WKH &DOLIRUQLD Gl
LQ $SULO DQG KDYH D FRPELEEBOGVWBRRRXEBEREXGL RVHO

2XU 7THUPLQDOV EXVLQHVV VHIJPHQW KDQGOHV UHQHZDEOH
IDFLOLWLHYV DQREKL® RKDRIND QG WKH DIRZHUY WRNVYDOVLS
EXVLQHVV VHIDRHDMWHY OWMRH IHHGVWRFNV WR SURGXFH UHQH
DFURVV RXUHODIWHZ RUND QGLQJ RXU ELRIXHOV IHHGVWRFN RS
DQG HQKDQFLQJ H[LVWLQUD YU HWHN\ DQGRHHWL VY B BIUO L RX HWL D (
H[SDQVLRQ ZKLFK ZDV SODFHG LQ IV KX ELEKHIUM ADA\VWH \DHO
SURYLGHU RI UHQWZXIYE\TH GDEHYHMPRBWLRQ IXHO VWRUHYV

$UJRQQH 1DWLRQDO /DERUDWRU\ 2/LIH &\FOH *UHHQKRXVH *DV (PLVVLRQ
KWWSV DIGF HQHUJ\ JRY ILOHV X SXEOLFDWLRQ HWKDQRO JKJ UHGX




XVHG FRRNLQJ RLO 7KH *HLVPDU 5LYHU 7THUPLQDO SURMHEF
WRWDOLQJ DSSUR[LPDWHO\ EEOV DV ZHOO DV YDULRX
JURZLQJ IHHGVWRFN UHTXLUHPHQW RI D FXVWRPHUpV QHDLU

$OWKRXJIK ZH DUH H[SDQGLQJ RXU UHQHZDEOH IXHO DQG IH
THUPLQDOV EXVLQHVYV VHIPHQWY FRQWLQXH WR KDQGOH PF

+ +\GURJHQ
&XUUHQW HVWLPDWHY DPRQJ PDQ\ DQDO\VWV VXJJHVW WKD
GHYHORS DURXQG PDNLQJ PRGHVW LQURDGY EHWZHHQ
DSSUR[LPDWHO\ PLOOLRQ PHWULF WRQV \U RI K\GURJHQ
RI QDWXUDO JDV ZKLFK JRHV SULPDULO\ LQWR SRAMMHIROHXF
K\GURJHQ PDUNHW LV SURMHFWHG WR JURZ E\ XS WR HLJKW
K\GURJHQ

7TRGD\pV K\GURJHQ SURGXFWLRQ LQ WKH 8 6 LV PDLQO\ IUR
UHIHUUHG WR DV JUD\ K\GURJH® L&XH R\QR/ WIKRIPDW K R FS_.UDR\AFHHY
IRU ORZ FDUERQ K\GURJHQ JURZV LW LV WKRXJKW WKDW &
K\GURJHQ SURGXFWLRQ IURP QDWXUDO JDV PDNLQJ EOXH Kk
FRXOG SRWHQWLDOO\ EH D FKHDSHU IRUP RI ORZ FDUERQ K
E\ WKH HOHFWURO\VLVY RI ZDWHU XVLQJ UHQHZDE®WHRSRBOHU
DW VWHBKQRORJLHY ZKLOH HOHFWURO\VLV WHFKQRORJ\ QF
K\GURJHQ WR FRPSHWH ZLWK EOXH K\GURJHQ RQ D FRVW EL

7UDQVLWLRQLQJ WR K\GURJHQ FRXOG SRWHQWLD®REHYEWH.
FXUUHQWO\ WKHUH LV QR FOHDU FRQVHQVXV RQ WKH OHYH
H[LVWLQJ QDWXUDO JDV LQIUDVWUXFWXUH 7UDQVSRUWLQ
DVVHWVY DQG OLNHO\ LQFUHDVHQQMHHM VER PRV N UHEG| BB
EOHQGLQJ ZRXDGVOINANRE GHRVEM PLQH LWV VXLWDELOLW\ IRU
HFRQRPLF YLDELOLW\ RI VXFK DFWLYLW\ JLYHQ DQ\ VXFK PF
DPRQJ RWKHU FRQVLGHUDWLRQV

$V WKH GHPRP\G®RRHQ JURZVY DQG WKH K\GURJHQ HQHUJ\ PD
FRQWLQXH RRUHIOBIOOKIDWH QG RSSRUWXQLW\ WR FRQVWUXEFV
K\GURJHQ ZLWKLQ RXU H[LVWLQJ SLSHOLQHV WR VXSSRUW !
XOWLPDWHO\ EH WKH WIPRGH QGCGWRNVNQNBRUMMHWLRQ IRU W
HYDOXDWH K\GURJHQ VWRUDJH RSSRUWXQLWLHV

, Q ZH ILQDOL]J]HG D OLPLWHG VHOI IXQGHG VWXG\ WR LG
WKURXJK RXU H[LVWLQJ SLSHOLQHYVY :H DUH UHYLHZLQJ WK
UHJDUG WR K\GURJHQ ,Q DGGLWLRQ ZH DUH MRLQLQJ RWEk
IHDVLELOLW\ RI WUDQVSRUWLQJ K\GURJHQ WKURXJK H[LVWI
DQG FRPSUHVVRU VWDWLRQV

21ILFH Rl (QHUJ\ (IILFLHQF\ B5HQHZDEOH (QHUJ\ 2+\GURJHQ 3URGXFWLRQ 3
(QHUJ\ KWWSV ZZZ HQHUJ\ JRY HHUH IXHOFHOOV K\GURJHQ SURGXFWL
+\GURJHQ &RXQFLO 2+\GURJHQ VFDOLQJ XS $ VXVWDLQDEOH SDWKZD\ IRU

KWWSV K\GURJHQFRXQFLO FRP ZS FRQWHQW XSORDGYV +\G

&RXQFLOB FRPSUHVVHG SGI!




¥ 6\QWKHWLF 1DWXUDO *DV DQG (OHFWUR )XHOV H IXHOV
6\QWKHWLF QDWXUDO JDV FDQ EH GHULYHG IURP FRDO RU E
DV HPHWKDQH H GLHVHO H JDVROLQH DQ&® WHNHHZREIDEIHS |
IURP ZLQG VRODU RU K\GURHOHFWULF VRXUFHV WR FUHDMW
IXHOV "HSHQGLQJ RQ WKH HQHUJ\ VRXUFH V\QWKHWLF QD
HYHQ FDUERQ IUHH VXEVWLWXWH IRU IRVVLO IXHOV 7KH E
DQG PL[HG LQWHUFKDQJHDEO\ ZLWK WUDGLWLRQDO IRVVLO
XVLQJ RXU H[LVWLQJ SLSHOLQHVY VWRUDJH DQG ORJLVWLF

I &&86

‘H DOVR EHOLH YHQWKHDS/RNVEH R W I8ZB6 WHFKQRORJLHV FRXOC
IRU XV 2RXKVEDHVV VHJIPHQVDMW HWYHDYE YHH 2UWLVH LQ SU
WUDQVSRUWLQJ LQMHFWHRXO0OP® RD XVIDQID&2WUDFWLYH !
LQLWLDWLYHV 5LVLQJ GHPDQG IRU FDUERQ FDSWXUH DQG
LQFUBBVR2VUDQVSRUWDWLRQ UHYHQXHV DQG GRZQVWUHDP
2XU 6Q\GHU *DV 30DQWPFSISRGXHYVGE&PDY VWUHDPV DQG UH L
UHVHUYRLUV3LRRFE2ZSLQJ WKH SURGXFKBQIDW WR ® FRISGV XDV
YHQWHG HPLVVLRQV

,Q WKH ILUVW TXDUWHU RI ZH H[HFXWHG D GHWDLOHG V
D MRLQW YHQWXUH EHWZHHQ WKH 6RXWKHUQ 8WH ,QGLDQ 7
FDSWXUH XS WR P HMW R IPF WZRRQYH\G &H @2U QDWXUDO JD!
BRXWKHUQ &RORUDGR DQG \R GRXYH B RUKNH F 38 SO HGH& Z K LF
&2 WR DQ H[LVWLQJ &ODV \% D VIRQD G H.\QP W & H GBW U/RLTIXH VW U D W
SHQGLQJ DSSOLFDWLRQ ZLWK WKH 5DLOURDG &RPPLVVLRQ
DOORZ VHTXHVWUDWLRQ DQG WKH UHTXLUHG GUDIW PRQLYV
(3$ DSSURYDO

7KH ,5$ FRXOG FUHDWH DGGLWLRQDO RSSRUWXQLWLHV RU FKDC
DQDO\VLV ,Q WKH ,($pV $36 WKH ,5$ FRPPLWYV QHDUO\ ELO(
SURYLVLRQV DQG WKH ,QIUDVWUXFWXUH ,QYHVWPHQW DQG -RE"
HQHUJ\ DQG PDVV WUuDQVLW )XUWKHUEZROQFRAMQXWLY&EMW BGE& SWH
LQYHVWPHQW ZLWK WD[ FUHGLW\X HRE3 & GHBIG HQWHW W KGHGS R R \IR L
SURGXFWLRQ WD[ FUHGLWYV FRXOG FRYHU WKH XRG®R®W ZFDYFE V\
ZLWKLQ WKH ILUVW \HDH RUBEGYEWNVR KB WXZWKHIH, WBL UFHURRAG IDW UU F
SURMHFWY UHFRJQL]H WKH IXO0 WD[ EHQHILWYV WKH\ FRXOG E}

$QWLFLSDWLQJ D ORZHU FDUERQ HFRQRP\ LQ DGGLWLRQ WR Gl
1DWXUDO *DV 3LSHOLQHV EXVLQHVV VHIPHQW DQG UHQHZDEOH
DQG LPSURYH RXU SURFHVVHY DQG RXU SHUVSHFWLYHV RQ SRO
WR D ORZHU FDUERQ HFRQRP\ DQG RQ WKH ORQJ WHUP VXSSO\
HQG RI ZH KDG D ELOOLRQ SURMHFW EDFNORJ ZLWK C
LQFOXGLQJ FRQYHQWLRQDO QDWXUDO JDV

2XU FDSLWDO DOORFDWLRQ SKLORVRSK\ LV WR IXQG RXU H[SDQ
EDODQFH VKHHW DQG UHWXUQ H[FHVV FDVK WRURCOW M KDHSHKR®
‘H EHOLHYH WKLV SKLORVRSK\ ZLOO KHOS JXLGH RXU SDUWLFLS

$v D UHVXOW RI RXU f& VFHQDULR DQDO\VLY DQG RXU (6*




HYDOXDWH RXU ORQJHU WHWUPIBLHQAE LY OLIKW RI WKH

FRRUGLQDWH HQHUJ\ PDUNHW DQDO\VLV DFURVYV RXU EXVLC

PRQLWRU NH\ FOLPDWH UHODWHG PDUNHW LQGLFDWRUV VX
" FOLPDWH UHODWHG SROLF\ SURSRVDOV DQG UHJXODWR
" QbDWXuUDbDO JDV DQG UHQHZDEOH SHQHWUDWLRQ LQWR W
" (9 DGRSWLRQ UDWHV YHKLFOH HIILFLHQF\ VWDQGDUGYV
" ELRIXHO DQG K\GURJHQ PDUNHWYVY DQG
" WHFKQRORJLFDO DGYDQFHRR@WY DQG SULFH VLIQDOV

¥ H[SDQG RXU HYDOXDWLRQ RI WKH HFRQRPLFV RI HPLVVLRQ
SRWHQWLDO FDUERQ WD[ SULFHV DQG

¥ GLVFEXVV WKHVH WRSLFV ZLWK RXU %YRDUG DQG LWV (+6 &RF

H +H H

JXUWKHU LQ DQWLFLSDWLRQ RI D WUDQVLWLRQ WR D ORZHU FCLC
UHGXFH RXU HPLVVLRQV

HQKDQFH RXU&ESHUWLVH LQ

VWRUH SURGXFH DQG WUDQVSRUW UHQHZDEOH IXHOV DQG
UHSXUSRVH RXU DVVHWYV

PRGLI\ H[LVWLQJ DVVHWV RU GHYHORS DVVHWYV IRU /1* H[SF
HISDQG RXU QDWXUDO JDV GHOLYHUDELOLW\

+H +H+ H+ H+ H +H

‘H SUHVHQW DQG GLVFXVV WKHVH RSSRUWXQLWLHYV ZLWK RXU ¢
SK\VLFDO 5LVN $QDO\VLV 5HVXOWYV

*LYHQVWHKHDQG BLRXUVRDWMHW IRRWSULQW DQG WKH FULWLFDOL
PDLQWDLQ D IRUZDUG ORRNLQJ DSSURDFK WR SRWHQWLDO LPSI
UHVSRQVLEOH ULVN PLWLIJDWLRQ LQWR RXU RSHUDWLRQV 2XU
FRQVLVWHG RI WKH IROORZLQJ
¥ HISDQVLRQ RI WKH WDEOH RI SRWHQWLDO S&EMVFMWIDRQULVNYV
SRWHQWLDO &0OLPDWH 5HODWHG RIVWKH2SHRRBWVK G LOHHW W
UHVXOWYV RI RXU f& 6FHQDULR DQDO\VLV
f HYDOXDWLRQ RI RXU SK\VLFDO ULVN DVVHVVPHQWY DQG RX
ULVNV VXFK DV KXUULFDQHV ZLOGILUHV IORRGLQJ DQG Kl
 LGHQWLILFDWLRQ RI RSSRUWXQLWLHYV IRU LPSURYHPHQW L
SURMHFWHG E\ WKH f& 6FHQDULR DQDO\VLVY LQFOXGLQJ U

$V GHVF WBHANWLRQVQDIJHPHQIWQE& VWXPLQHVY &RQWLQXLW\ 30DQC
3UHSDURG QKWW DLQDE LZH WR BN SRRIWPSURYH RXU SURFHVVHV D
PLWLIJDWLQJ DFXWH SK\VLFDO FOLPDWH FKDQJH ULVNV :H URX
)XUWRKNMBRG GUHVV FKURQLF ULVNV LGHQWLILHG WKURXJK WKH f&
DVVHWY FRXOG OLNHO\ EH DIIHFWHG E\ WKH ULW DQU HMXID O HR/IH\E
DQDO\WLY ZH UHYLHZHG RXU HQJLQHHULQJ VWDQGDUGYV DQG Pl
SRWHQWLDO IXWXUH ULVN GXH WR ULVLQJ VHD OHYHOV FKDQJ}
H[WUHPH ZHDWKHU HYHQWYV




5LVN DQG 2SSRUWXQLW\ ODQDJHPHQW
6$6% OLGVWUHDP (0 O' D 6$6% ([SORUDWLRQ 3URGXFWLRQ
7TUDQVSRUWDWLRQ 6%6% 75 07 D *5, *5, *5,
&

2XU PDQDJHPHQW V\WWHP LV GHVLJQHG WR KHOS XV PRQLWRU I
RSSRUWXQLWLHVY LQFOXGLQJ WKRVH UHODWHG WR FOLPDWH :
RQ ERWK DFWXDO DQG SRWHQWLDO OLNHOLKRRG DQG VLJQLILF
RSSRUWXQLW\ EHLQJ FRQVLGHUHG ZH HYDOXDWH FRQVHTXHQF

+ KHDOWK DQG VDIHW\

+ ILQDQFLDO

+ RSHUDWLRQDO DQG

+ HQYLURQPHQWDO

2XU PDQDJHPHQW V\VWHP LV LOQWHQGHG WR SURPRWH FRQWLQ X
FRQGLWLRQV LQFOXGLQJ DFWXDO DQG SRWHQWLDO ULVNV DQC
7KLY LQWHJUDWHG DQG FRPSUHKHQVLYH DSSURDFK KHOSV IDFL

2XU PDQDJHPHQW V\VWHP HVWDEOLVKHY URXWLQH ULVN DQG R!
WR DFKLHYH WKH IROORZLQJ REMHFWLYHV
+ PDLQWDLQ ILQDQFLDO DQG RSHUDWLRQDO GLVFLSOLQH
+ UHYHDO DQG PDQDJH ULVNV DQG RSSRUWXQLWLHV LQFUHD
RSSRUWXQLWLHV DQG
+ LPSURYH RXU SHUIRUPDQFH DQG FXOWXUH

2XU PDQDJHPHQW V\VWHP SURFHVVHY DQG SURFHGXUHYV DUH SFH
WKDW HVWDEOLVK D UK\WKP IRU RXU EXVLQHVY DV RXWOLQHG |
YHUHG
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6$6% ([SORUDWLRQ
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(PLVVLRQV
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D
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DQG 6FRSH
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6FRSH
*5’

,03
&OLPDWH 5 HODWHG OHWULFV

OHWULFV DQG 7DUJHWYV
6$6% OLGVWUHDP (0 0

6FRSH

+ (QHUJ\ FRPPRGLW\ SULFH ULVN PDQDJHPHQW DQG PLWLJDW
6$6% OLGVWUHDP (0 0

+ 3URFHVV 6DIHW\ ODQDJHPHQW 5LVN ODQDJHPHQW 30DQV

+
+ &\EHU 7KUHDW 5HVSRQVH 30DQ DQG

¥ &ULWLFDO )DFLOLW\ 6HFXULW\ 30DQV

,Q DGGLWLRQ WR RXU PDQDJHPHQW VA\VWHP WR DGGUHVV FHUW
¥ S HVSRQVLEOH &DUHS

SURJUDPY DQG SURFHVVHV VXFK DV
6HEIHFWLRQ@HHQKRXVH *MRV RBXKNVN WIDRR@QWD ELEBUWVRXGHPEPRWWLF PHDV X!

UHODWHG ULVN DQG RSSRUWXQLWLHYV

6HBHFWLRQRVYVY *OREDO 6FRSH

7TUDQVSRUWDWLRQ 75 07




&OLPDWH 5HODWHG 7DUJHWYV
&'3 & &'3 & D &'3 & E &'3 &

6H6IHFWLRQ+* 7TDURIHRGMW WDLQDEUBUWRXSHERUWDWH UHODWHG W




$SSHQGL[ $

° (6* 'LVFORVXUH ORHNBNVNFV$SFFRXQWLQJ

<HDU (QGHG 'HFHPEHU

XQOHVV RWK

8QLW

$LU HPLVVLRQV IRU WKH IROORZLQJ SROOXWDQWYV

12, H[FOX@LQJ 1
62<
92&\k

30 <

‘:DWHU PDQDJHPHQW

&2 EXVLQHVV VHIPHQW ° IUHVK zW RS AYkgupze

&2 EXVLQHVV VHIPHQW ° IUHVK DM RS RS xpHG,

F

7TKRXVDQG
XELF PHWHUV

&2 EXVLQHVV VHIPHQW ° IUHVK R DWHWY K 2 MGIWD Z Q
FRQVXPHG

LOQWHQVLW\,

JUHVK ZDWHU zZLWKGUDZQ IRU K\GURREWPAREF LowHIULWY wHYWLQJ,

% 2 (
WKURXJKSXW

)UHVKZDWHULHMVHGIRUlﬂGU&%@@@%%%@WUJUHW\WHVWLQ%

JUHVK ZDWHU UHWXUQHG IURP KrGWRFWBRER LowhHIULWY WHYWLQJ

JUHVK ZDWHU UHF\FOHG IRU K\GREEROWARA oWwHIYLWY WHYWLQJ

JUHVK ZDWHU GLVSRVHG IURP K\GORREWBLS newHIULWL WHYWLQJ

1RQ IUHVK ZDWHU ZLWKGUDZQ IRV KRXVRQWDWLF LQWHJULW\

WHVWLQJ
(FRORJLFDO LPSDF

SHUFHQWDJH RI O
SURWHFWHG FRQ
KDELWDW

WV
DQ
VH

G
uy

$FUHDJH GLVWXUEHG

$FUHDJH UHVWRU
6SLOOV

HG

+\GURFDUERQ VSLOOV
1XPEHU RI K\GURFDUERQ VSLOOYV,
K\GURFDUERRBREWSLOOV,

$JIJUHIDWH YROXPH RI

$JIJUHIDWH YROXPH RI
8QXVXDOO\ 6HQVLWLYH $UHDV,

K\GURFDUER

F

XELF PHWHUV *

ZLWKLQ RU QHDU
DWXV RU HQGDQJ
$FUHV +
$FUHV +

RE%SLOOV LQ

+\GURFDUERQ VSLOO YROXPH UHFREBOHG,
SHUFHQWDJH UHFRYHUHG,

ULQ
QYLURQPHQW

R
RQPHQW

| PDULQH VSLOOV DQG UHOHDVHV WR WKH

WUDQVSRUWDWLRQ VSLOOV DQG UHOHDVHV WR WKH

I+

+ 1+




<HDU (QGHG '"HFHPEHU XQOHVV RWK

8QLW

$JJUHIJDWH YROXPH RI PDULQH HOHDVHV WR WKH
JIUHIDWH YR YRERP Y PR EUY

( QVLRGP HOWA LQHVDQG SHIDOMHVSDIGR 7KRXVDQGYV
(PSOR\HH DQG FRQWUDFWRU KHDOWK DQG VDIHW\ °
H[FOXGLQJ VHOI UHSRUWHG &29," FDVHV
7RWDO UHFRUGDEOH LQFLGHQW UDWH
5HERL
(PSOR\HHYV LQFLCH
ZRUI
5HFRL
7DUJHW ° HPSOR\HH 75,5 LQG®FMAHN(WKUHH \HDU
DYHUDJH X0 O
ZRUI
5HERL
7DUJHW ° HPSOR\HH 75,5 WKb%%%%@U DYHUDJH
ZRUI
5HERL
&RQWUDFWRUYV LQFLGHS
ZRUI
5HFRL
7DUJHW ° FRQWUDFWRU qubg% YW U\ WKUHH,\HDU .
DYHUDJH 5o
ZRUI
5HFRL
ORVYV
7DUJHW ° FRQWUDFWRU 75,5l @RIUGHK \HDU DY HUD JH +
IX0 0
ZRUI
/RVW WLPH LQFLGHQW UDWH
5HFRL
ORV\
(PSOR\HHYV LQFLGH(
IX0 O
ZRUI
5HFRL
ORV\
&RQWUDFWRUV LQFLGH(
X0 0
ZRUI
)DWDOLWLHV
(PSOR\HHYV
&RQWUDFWRUV
IRV W
ODULQH ORVW WLPH LQFLGHQW UDARELC
KRXUV .

26+$ UHFRUGDEOH LQFLGHQWYV
1XPEHU RI UHFRUGDEOH HPSOR\HH LQMXULHY LOOQHVVHV
1XPEHU RI UHFRUGDEOH FRQWUDFWRU LQMXULHY LOOQHVVHYV
1XPEHU RI UHFRUGDEOH HPSOR\HH ORVW WLPH FDVHYV




<HDU (QGHG 'HFHPEHU

XQOHVV RWK

8QLW

1XPEHU RI UHFRUGDEOH FRQWUDFWRU ORVW WLPH FDVHV
1XPEHU RI UHFRUGDEOH PDULQH ORVW WLPH FDVHV

(PSOR\HH DQG FRQWUDFWRU KHDOWK DQG VDIHW\ °
LQFOXGLQJ VHOI UHSRUWHG &29,' FDVHV
7RWDO UHFRUGDEOH LQFLGHQW UDWH

5HFRL
(PSOR\HHV, LQFLSH
ZRUI
5HFERL
LQFLGH:(
&RQWUDFWRUYV, 5SS
ZRUI
/JRVW WLPH LQFLGHQW UDWH
5HFRL
ORV\
(PSOR\HHV, LQFLGH!
IX0O0
ZRUI
5HFRL
ORVYV
&RQWUDFWRUYV, LQFLGH!
IX0O0
ZRUI
)DWDOLWLHV
(PSOR\HHV
&RQWUDFWRUYV,
SHFRL
ORVYV
ODULQH ORVW WLPH LQFLGHQW UDMWQRLC
KRXUV

26+$ UHFRUGDEOH LQFLGHQWYV
1XPEHU RI UHFRUGDEOH HPSOR\HH LQMXULHY LOOQHVVHYV,
1XPEHU RI UHFRUGDEOH FRQWUDFWRU LQMXULHY LOOQHVVHYV,
1XPEHU RI UHFRUGDEOH HPSOR\HH ORVW WLPH FDVHV,
1XPEHU RI UHFRUGDEOH FRQWUDFWRU ORVW WLPH FDVHYV,
1XPEHU RI UHFRUGDEOH PDULQH ORVW WLPH FDVHV

$YHUDJH KRXUV RI HPSOR\HH KHDOWKRXDIHW\ DQG
H HIHPR WIRSROHWILQQI< HPSO

6XSSO\ FKDLQ PDQDJHPHQW
6XSSOLHU GHPRJUDSKLFV

HUFHQWDJH RI VPDOO EXVLQHVYVY GLYHUVH DQG YHWHUDQ
RZQHG VXSSOLHU SURFXUHPHQW VSHQG YV WRWDO
\XSSTHISURRXAUWHP HQABHG<
7TRWDO VPDOO EXVLQHVYVY GLYHU QQ YHWHUDQ RZQHG
L L V
| RADOBURRXUHP HQWSHG OLOOLRQYV * +

6HUYLFH VXSSOLHU PRQLWRULQJ

SHUFHQWDJH RI VHUYLFH VXSSOLHUV VXEMHFW WR
SHUIRUPDQFH DXGLWYV

I1XPEHU RI VHUYLFH VXSSOLHUV DXGLWHG
SHUFHQWDJH RI VHUYLFH VXSSOLHUV DXGLWHG




<HDU (QGHG 'HFHPEHU

XQOHVV RWK

8QLW

:DVWH PDQDJHPHQW

+D]DUGRXV ZDVWH
$PRXQW JHQHUDWHG, OHWULF WRQV
SHUFHQWDJH UHF\FOHG,

5HF\FOHG EXVLQHVYV ZDVWH

5HF\FOHG DOXPLQXP FDUGERDUG 7~hQLRIVV SDSHU DQG

SODVWLF
&RPSHWLWLYH EHKDYLRU DQG SULFLQJ LQWHJULW\ DQG
WUDQVSDUHQF\
7RWDO DPRXQW RI PRQHWDU\ ORVVHV DV D UHVXOW RI OHJDO
SURFHHGLQJV DVVRFLDWHG ZLWK OHG&RQNO SLSHOLQH DQG

WRIDJHUDM CAAHW DOGSUAQ) uwxammk

/HIDO RU UHIJXODWRU\ ILQHYV VHWWO@@&@MV RU SHQDOWLHYV
DWRADMG Z IW EUEH) DQG FRUXSWRX

2SHUDWLRQDO VDIHW\
5HSRUWDEOH SLSHOLQH LQFLGHQWYV

1 XP BHR WBRWEGISISHIXHICHGOR
SHUFHQWDJH RI UHSRUWDEOH SLSHOLQH LQFLGHQWYVY WKDW DUH

IQIHAM

1XPEHR WBRMEBI552* SSHIHIGAGOA +
BHUFHOWDJH RI UHSRUWDEOH 552* SLSHOLQH LQFLGHQWYV
WDADHVLI QI LFDQW

1DWXUDO JDV DQG KD]DUGRXV OLTXLG SLSHOLQHV
LQVSHFWLRQ

SHUFHQWDJH RI QDWXUDO JDV SLSHOLQHV LQVSHFWHG,
SBHUFHQWDJH RI KD]JDUGRXV OLTXLG SLSHOLQHV LQVSHFWHG,
SROLWLFDO FRQWULEXWLRQV
ERQWULEXWLRQV WR SROLWLFDO7FKE')_2PX§/%Ld@\y FDQGLGDWHYVY DQG

3D P HOMR GER\ L) RUDQ] DARQK 7KRXVDQGYV
7 DEHDXRADMRQGHE 7KRXVDQGYV
1RQ G%ﬁé&gh@OHSRUM&RQ RI WUBGH QY YRFLDWLRQ GXHV
30 P HQVP DEHLQUADMRQWR EDTRAP HDAXUAK 7KRXVDQGYV
,QFRPH WD[HV SDLG D
8 6 ) HHIX OLOOLRQV
8 6 6\BAK OLOOLRQV
&OPAEX OLOOLRQV
0 H IFR< OLOOLRQV
7REQGRP H\] H/SOG QHY OLOOLRQV
3URSHIW W H/SDIG< OLOOLRQYV
5 R DOMVDQG GAMHY/SDOIGE OLOOLRQV

(PSOR\HH GHPRJUDSKLFV
3DUW WLPH HPSOR\HHV
7HPSRUDU\ HPSOR\HHV
(PSOR\HH DJH UHSUHVHQWDWLRQ
$YHUDJH DJH
3HUFHQWDJH XQGHU \HDUV ROG
3HUFHQWDJH IURP WKURXJK \HDUV ROG




<HDU (QGHG '"HFHPEHU XQOHVV RWK

8QLW

3HUFHQWDJH IURP WKURXJK \HDUV ROG
BHUFHQWDJH RYHU \HDUV ROG
JHPDOH HPSOR\HH UHSUHVHQWDWLRQ
3HUFHQWDJH RI ZRUNIRUFH
BHUFHQWDJH RI PDQDJHPHQW
3HUFHQWDJH RI VHQLRU PDQDJHPHQW
BHUFHQWDJH RI H[HFXWLYH RIILFHUV
BHUFHQWDJH RI %RDUG RI 'LUHFWRUYV
OLQRULW\ HPSOR\HH UHSUHVHQWDWLRQ
BHUFHQWDJH RI ZRUNIRUFH
3HUFHQWDJH RI PDQDJHPHQW
3HUFHQWDJH RI VHQLRU PDQDJHPHQW
BHUFHQWDJH RI H[HFXWLYH RIILFHUV
3HUFHQWDJH RI %RDUG RI 'LUHFWRUYV
BHUFHQWDJH RI ZRUNIRUFH ZLWK GLVDELOLWLHYV
1HZO\ KLUHG HPSOR\HHV
1XP BHUR QO KIHGHP SR HAK
SHFHQMHI HP DBk
(PSOR\HH WXUQRYHU
,QYROXQWDU\ HPSOR\HH WXUQRYHU
9ROXQWDU\ HPSOR\HH WXUQRYHU
7RWDO HPSOR\HH WXUQRYHU
3DUWLFLSDWLRQ LQ OHDGHUVKLS WUDLQLQJ SURJUDPYV
3HUFHQWDJH IHPDOH
3HUFHQWDJH PLQRULW\

I+
I+

I+
I+

+RXU/R HP SR HHGYHBSP HOMADIQQI< 7KE§¥BSG

7TRWDO LQYHVWPHQW LQ HPSOR\HH WUDQRRQV

.LQGHU ORUJDQ )RXQGDWLRQ GRQDWLRQV HPSOR\HH
GRQDWLRQV DQG FRUSRUDWH DQ G KR)XRMHF3Y UHODWH G

FRP P XQIW LOYHWR HOAK

D , QFOX¥®NWK WD[HV IURP WKH IROORZLQJ XQFRQVROLGDWHG & FRUS MRLQW YHQWXU
/1& DQG B3URGXFWV 6( 3LSH /LQH &RUSRUDWLRQ

+++++++++++

, $Q HIWHUQGDOWKSHIGIRUPHG OLPLWHG DVVXUDQFH SURFHGXUHV IBBSMIQKSL[ ' YDOXH
7KLUG 3DUW\ $VVXUDQFH 6WDWHPHQW
< 2 XU, QMOB0E XAWURXS SHIRUP H5 DAXUDRH SURRHGAURY | RAWKH YOOH/R WHHP HURY




$SSHQGL[ $ ° *+* $PHRXOQWYQJ

<HDU (QGHG 'HFHPEHU

8QLW

2SHUDWLRQDO &RQWURO D
7RWDO JURVV JOREDO 6FRSH H@Eﬁﬁgﬁﬁ%gHWULF

SHUFHQWDJH FRYHUHG XQGHU HPLVVLRQV OLPLWLQJ
UHJXODWLRQV,

3HUFHQWDJH PHWKDQH,
7RWDO JURVV JOREDO PDUNHM/E%W@%ERE@%@WQ+§LVVLRQV,

7RWDO JURVY JOREDO 6FRSH D QGORDLIRNQHWVH VMHFG 6 FR S H
HPLVVLRQV, WRQW &2

&RPSDQ\ ZLGH %2(, 0O0OEEO \U

OHWULF WRQV

6FRSH DQG PﬂHVVLRQLQWHQVLW%%ﬁHU

WKURXJKSXW
7TRWDO JURVV JOREDO 6FRSH HPLVVLRQV E\ FRQVWLWXHQW

&2 OLOOLRQ PHWULF
: WRQV
g+ OLOOLRQ PHWULF
: WRQV
12 E OLOOLRQ PHWULF
: WRQV
OLOOLRQ PHWULF
+)&V E , WSQV

7RWDO JURVV JOREDO ORFDMHJN?%%%%&ﬁg%ﬂWHLFHPLVVLRQV,

D 6HH WDBHGGEM LRRQRVY *OREDO 6FRSH DQG (PLVVLRQV 3HUFHQWDJH OHWKDQH 3H
5HIXODRMLWRWWDLQDELGUW HMHBERGW IRRWQRWHYV

E 12 DQG +)&V DUH OHVV WKDQ PHWULF WRQV
<HDU (QGHG 'HFHPEHU
8QLW

6FRSH HPLVVLRQV UHSRUWHG X@ G®HULRYSPWWULF
*4*53 D E , WRQW &2
6FRSH HPLVVLRQV UHSRUWHG XQGHU (3$puV *+*53 E\
FRQVWLWXHQW D
&2 OLOOLRQ PHWULF

’ WRQV
&+ OLOOLRQ PHWULF

’ WRQV
12 E OLOOLRQ PHWULF

’ WRQV

D HPLVVUR®RUWWEHX QBBHY *+*53 DUH DV Rl ODUFK

E 12 HPLVVLRQV UHSRUWHG XQGHU WKH (3$pV *+*53 ZHUH OHVV WKDQ PHWULF




<HDU (QGHG 'HFHPEHU

8QLW

(TXLW\ 6KDUH

6FRSH HPLVVLRQV

7TRWDO JURVYV JOREDO HTXLW\ VEKIDQGLKRERBHWULF
HPLVVLRQV D E F G, WRQW &2

6FRSH HPLVVLRQV

7TRWDO JURVY JOREDO HTXLW)\ VEKIDQUOLRQUNHWMWUEBVHG 6FRSH
HPLVVLRQV D E G H , WRQW &2

7RWDO JURVY JOREDO HTXLW\ WKOOHREFRSNVUDR G PDUNHW
EDVHG 6FRSH HPLVVLRQV D E FVEKEQW &2

(TXLW\ VKDUH *+* HPLVVLRQ LQWHQVLW\

SGMXVWHG (%,7'$ | OLOOLRQV
OLOOLRQ PHWULF
WRQW&HU
7RWDO JURVYV JOREDO HTXLW\ VKDUPLOFRISHQ DQG HPLVVLRQV
SHU $GMXVWHG (%,7'$ G H GROODUYV
$GMXVWHG
(%,7'$

D *+* HPLVVLRQV ZHUH TXDQWLILHG SHU WKH 6$6% 0L GVYWH & R R X6WeDIOAMHYE THFG | WKDH
ZLWK JXLGDQFH DW WKH RUJDQL]DWLRQ OHYHO IRU WKH TXDQWLILPDWVRRQN QIGUH t
UHSRUWHG&HKRIR &R QG +)&V IURP GLUHFW DQG LQGLUHFW VRXUFHV 7KHDG®&L$5 *:.

HPLVVLRAY WRHEGROORZLQJ *:3V ZHUH XVHG IRU +)&V 5 $ +)& $ *
5 & 5 <) 5 $ 5 & +)& +)& &) & 5 '
5 $ *URVV HPLVVLRQV DUH *+*VY HPLWWHG WR WKH DWPRVSKHUH EHIRUH DFFF

KDYH UHGXFHG RU FRPSHQVDWHG IRU HPLVVLRQV
E (TXLW\ VKDUH HPLVVLRQV LQFOXGH HPLVVLRQV IURP ERWK RSHUDWHG DQG QRQ R
VRXUPHVVHRQV ZHUH FDOFXODWHG E\ DSSO\LQJ RXU RZQHUVKLS SHEXrH@QMHMNIH WR
VHIPHQW WRQWDHOUHBNWHDODXM XVHG DV RXU RZQHUVKLS SHUFHQWDJH IRU SURGXFWL
RZQHUVKLS SHUFHQWDJH IRU QRQ SURGXFWLRQ ORFDWLRQV (PLVVLRQV IURP OH
VKDUH HPLVVLRQV FDOFXODWLRQV SHU WKH :RUOG 5HVRXUFHY ,QVWLWXWH *+* 3U
RWKHU FRPSDQLHY L H ZH DUH WKH OHVVRU DUH DOVR H[FOXGHG JRU QRQ RSH
JHQHUDOO\ SURYLGHG HPLVVLRQV UHSRUWHG WR WKH (3$pV *+*53 :KHQ RQO\ *+*!
*+*53 HPLVVLRQV WR FDOFXODWH WRWDDUQR® RSB GDMRF® WERQHEDNPIGVEER®NW HP
IDFLOLWLHY ZHUH DVVXPHG WR EH WKH VDPH 1RQ RSHUDWHG 6FRSH HPLVVLROQ\
QRQ RSHUDWHG DVVHWY PD\ DOVR EH UHSRUWHG SXEOLFO\ WKURXJK RWKHU FRPS
F ([FOXGHV HPLVVLRQV IURP FRQVWUXFWLRQ DFWLYLWLHAKHEDNINHZDWH BWNRIQDINKPHE
UHFRYHU\ XQLWY UHIULIJHUDQWY IURP PRELOH HTXLSPHQW ZKHUH QR IXHO ZDV S>
GDWDEDVH IXJLWLYH HPLVVLRQV IURP QDWXUDO JDV VXSSO\ OLQHV IRU WKH 7HUI
HPLVVLRQV IURP VPDOO FRPEXVWLRQ DFWLYLWLHV $OVR H[FOXGHYVY 1DWXUDO *D\
QDWXUDO JDV SURFHVVLQJ IDFLOLWLHY WUXFN ORDGLQJ DQG HQFORVHG FLUFXL
G :H LGHQWRPDHEHQ BXO0 D WAHREMWHIU/WRDIWHG JURVY JOREPIOVMTIRQW\IRKDUHBWRSRLOOL
WRQV RIRBRGHUVWRNMNGI ORED G HRSHM\VWHRERIQN DQG E\ DQG PLOGILRQ PHW
UHVSHFWLYHO\ ‘H KDYH UHYLVHG IRU FRPSDUDELOLW\ WKH WRWDO JURVYV JOI
JURVY JOREDO HTXLW\ VKDUH 6FRSH HPLVVLRQV WKH DQG WRWDO JURVV
HPLVVLRQV DQG WKH WRWDO JURVV JOREBG NHAIWWWS MRDU'H 6 FRSH DQG HPL
H 6FRSH *+* HPLVVLRQV LQFOXGH LQGLUHFW HPLVVLRQV IURP SXUFKDVHG HOHFWU
JRU DGGLWLRQDO LQIRUPDWLRQ D EFGMXRW B XDHORIQD*GGIFIDLQEXQFD Y DRAXUH VH
%HG LQ RXU DOG JRUP DOOXDO UHSRUWYV ZKL BN DYDLOL
FDOFGY RQ RX UKZME S VWH IDWI QGHUPRUIDQ ERP ILQDQFLDOV DQQXDO UHSRUW




<HDU (QGHG 'HFHPEHU

8QLW

5HVHDUFK DQG GHYHORSPHQW LQY LQ *+*
wmmwmpmm%wnmwnmmwm&%%wQ TRVEYEN -

5HQHZDEOH HQHUJ\ FRQVXPHG IURP Wd(IR VRODU SDQHOV ZH
RSH.DWk )

(OHFWULFLW\ FRQVXPSWLRQ

7TRWDO HOHFWULFLW\ FRQVXPSWLRQ JCUK?F’ FRQWLQXLQJ
RSHUDWLRQYV,

OHWKDQH HPLVVLRQ UHGXFWLRQV
9ROXPH Rl YROXQWDU\ PHWKDQH HPLWYERQ UHGXFWLRQV,
(VWLPDWHG YDOXH Rl QDWXUDO JDM. @O YRIGY

OLOOLRQ PHWULF
9ROXQWDU\ *+* HPLVVLRQ UHGXFWﬁﬁﬁﬁKDQH
+:3 RI

*+* WDUJHWV
OHWKDQH HPLVVLRQ LQWHQVLW\ UDWH WDUJHW
OHWKDQH HPLVVLRQ LQWHQVLW\ UDWH,

OLOOLROQ PHWULF
WRQH &
PHWKDQH
'3 RI
OLOOLRQ PHWULF
9ROXQWDU\ *+* HPLVVLRQ UHGXF & QDQH
RI

*

7TDUJHW ° *+* UHGXFWLRQV

*

, $Q HHIWHUQGDOWKIWIGI RUPHG OLPLWHG DVVXUDQFH SURFHGXUHV IBESMIQEEL] ' YDOXH)
7KLUG 3DUW\ $VVXUDQFH 6WDWHPHQW
<2 XU, QMIID0B XGWURXS SHIRUP H5 DAXUDRH SURRHGAUHY | RAWH YDOH/R WHHP HMFR/




$SSHQGL[ $ ° ((2 5HSRUW B6XEPLVVLRQ

7KB 6 (TXDO (PSOR\PHQW 2SSRUWXQLW\ &RPPLVVLRQUV ((2 &R
HI[ISHFWHG WR RSHQ LQ WKH IDOO RI 'H ZLOO DGG RXU (
$FWLYLW\ OHWULFV DQG (,& 7THPSODWH DIWHU ZH ILOH ZLWK Wtk




$SSHQGL[ % °O0FHRMLLLYALWW \

<HDU (QGHG 'HFHPEHU XQOHVV RWK

8QLW

OLOHV RI SLSHOLQH RSHUDWHG D?KRXPVLD(

2SHUDWLRQDO FRQWURO WKURXJKSXW
&RPSDQ\ ZLGH %2( E , O0OEEO \U

D 7KH PLOHV RI SLSHOLQH RSHUDWHG LQFOXGHYV SLSHOLQHV LQ WKH 8 6 &DQDGD D
,W H[FOXGHV SURGXFWLRE PV H/RZVAHIGHQWQ WKH &2
E 21( )XWXUHPV GHILQLWLRQV DUH XVHG IRU DQQXDO WKURXJKSXW ,I QR 21( )XWXL
SURGXFW UHFHLSW 7KURXJKSXW ZDV FRQYHUWHG WR 00%WX XVLQJ SURGXFW VS
VHIJPHQW GDWD 7KLV LV WKHQ FRQYHUWHG WR %2( E\ GMYKIBW @HEW UD Q0 %RWXWS 8 B
KHDWLQJ YDOXH DQG WKHUHIRUH KDV D %2( HTXDO WR JHUR

<HDU (QGHG 'HFHPEHU

8QLW

6$6% $SFWLYLW\ OHWULFV

1XPEHU RI IXOO WLPH HPSOR\HHV D
2LO *DV ([SORUDWLRQ B3URGXFWLRQ
1XPEHU RI RIIVKRUH VLWHV (0 (3 %

1XPEHU RI RLO WHUUHVWULDO VLWHYV
(0 (3 & E

1XPEHU RSBWRGXFWLRQ WHUUHVWULDO VLWHYV E
ODULQH 7UDQVSRUWDWLRQ
1XPEHU RI VKLSERDUG HPSOR\HHV

75 07 $

7RWDO GLVWDQFH WUDYHOHG E\ XHXYHBY pLoHY
75 07 %

2SHUDWLQJ GD\V

75 07 & 'D\V

%DUUHOV WUDQVIHUUHG F 00%EO +
1XPEHU RI YHVVHOV LQ WRWDO VKLSSLQJ IOHHW
75 07 (

1XPEHU RI YHVVHO SRUW FDOOV 75 07 )
7ZHQW\ IRRW HTXLYDOHQW XQLW FDS-P(FSLW\

75 07 * G
D 7KH QXPEHU\RHRP FSOROPHQGDU \HDU LV FRUUHFWHG IURP ZKLFK ZDV HUURC
E SHSUHVHQWYV QXPEHU RI DFWLYH DQG SURGXFLQJ ZHOOV
F SHSUHVHQWYVY FDUJR EDUUHOV GLVFKDUJHG
G 7ZHQW\ IRRW HTXLYDOHQW XQLW FDSDFLW\ LV D XQLW RI FDUJR XVHG WR PHDVXU|

YHVVHOV FDSDEOH RI FDUU\LQJ FDUJR FRQWDLQHUYV
+++++++++++

, $Q H{IWHUGDOWKIHIWB RUPHG DVVXUDQFH SURFHGXUHV IRU WK$HSSHQM@MLJXHV/RL WK BN
$VVXUDQFH 6WDWHPHQW




$SSHQGL[ & ° (6* &RQWHQW ,QGH]

(6* GHSRUW B6HEWLRQ 3D
6XVWDLQDELOLW\ 3ROLKL $FF, R|X QWAL @ J. . 5HIHUHQFH WR| .LQGHL
7RSLHA OHWULFV B$ IR Bl *FE F g 2"V ORUJDQ 3XEOLUVKHG
"REXPHQW
E%TMMDJH
2UJDQL]DWLRQDO GHWDL|OV %Q*UEH 3D JH
RUP JWHPV
@ge
EHSRUWLQJ SHULRG IUHJXHQF\ DPG FROWDFEW (6 5HSRLIW 3
SRLQW
([ WHUQDO DVVXUDQFH (6* SHSRLW 3}
E%TMDJH
$FWLYLWLHV YDOXH FKD|LQ DQG RWKHY EXVLRHVYV MH&é&]
UHODWLRQVKLSYV RUP CWHPV
G
(0o D (6~ GHSRLJW 30
*RYHUQDQF HD QW LPRAPVB R I WL R3Q D & E (6* 5HSRLW 3}
75 07 D (6* 5HSRLIW 3}
IRPLODWLRQ DQG VHOHFWLRQ RI WKH KLIKAVW 3UR[\ 6WDWHRHQW 33
JRYHUQDQFH ERG\ 1
&KDLU RI WKH KLJKHVW PRYHUQDRFH ERG\ (6 5HSRLIW 3
P B G
' & | S 1)
5ROH RI WKH KLIJKHVW JR¥ DBRH ERB\ & Q 3UR[\ 6W D W
“HQHUDPRYHUVHHLQJ WKH PDQDJIHRHEMW RY LPSOFwWV D — 3URN BWDWHF
'LVFORVXUHV & F —
(6* SHSRLJW 3
' *
'"HOHJDWLRQ RI UHVSRQVLLELBLWA |RU PPQDILR] Eg* I 1 WIS
LPSDFWV 7507 D — 3URD 6WDWHRHQW 3]
. (6* SHSRILUW 3}
5ROH RI WKH KLIJKHVW JRY¥ DBRH ER[B\eLQE
VXVWDLQDELOLW\ UHSRU|W A g
&RQIOLFWV RI LQWHUHVV o VRO 6WDWHRHQW 33
&RGH RI &RQGXIFW 33V
&ROOHFWLYH NQRZOHGIH RIGWKR KLIKHVY | — 2YRD BWDWHREHQW 3J
JRYHUQDQFH ERG\ (0 D —1
(YDOXDWLRQ RI WKH SHU||RUPDQFH RI WKH KLUKHV\V 6+ 5HSRHW 3)
JRYHUQDOQFH ERG\ (6* 5HSRLIW 3}
5HPXQHUDWLRQ SROLFLHV —3URIN BWDWHEHQW 3
(6* BHSRIUW 3)
3URFHVV IRU GHWHUPLQH UHPXQHUDWLURQ — JURD BWDWHRHQW 33




(6* BHSRUW 6HFWLR
6XVWDLQDELOLW\ 3ROLFL $5F, R|X @WaL @ J. . 5HIHUHQFH WR]| .L
7RSLHA OHWULFV B$ IR Bl *FE F g "V ORUJDQ 3XEOLVK
"REXPHQW
6WDWHPHQW RQ VXVWDLODEOH GHYHORSPHQW (6* 5HSR 30
VWUDWH J\ (6* 5HSRLIW 3}
3ROLF\ FRPPLWPHQWYV mﬁﬁ'%iﬂwm”
OHFKDQLVPV IRU VHHNLQD DGYLFH DQG|UDLVLQJ (6 5GHSRLIW 3
FRQFHUQV
(6* 5HSR 30
OHPEHUVKLS DVVRFLDWLRQV (6* 5HSRLIW 31}
(6* 5HSRLIW 3}
(6* 5HSR 30
(6* 5HSRLIW 31}
$SSURDFK WR VWDNHKROGHU HQJPJHPHQW (6* SHSRLIW 3}
3URFHVV WR GHWHUPLQH PDWHULPO WRSLFV (6* 5HSRLW 39
6GWDNHKROGHU HQJDJHPHQW DQG PDQDPHPHOQW RI (6* GHSRLIW 3
FRQFHUQV UHODWHG WR [WD][
&RXQWU\ E\ FRXQWU\ UH$RUWLQJ @Hsguw 39
QFLGHQWV RI GLVFULPLODWLRQ DQG FRUUHAWLYH (6* 5HSRLIW 3J
DFWLRQV WDNHQ
(FRORPUFLODOFLDO LPSOLFDWLROY DOG RIWKHU[ ULVNY DQG (6 5HSRLIW 3
3HUIRUARSGBRUWXQLWLHV GXH WH FOLPDW[H FKOQ
* SR UMV VY P JIH
&(
,QIUDVWUXFWXUH LOQYHVIWPHQWY PQG VHUYLHHV (6* 5HSRwW 3}
L QGLUHEWXSSRUWHG (6* SHSRLIW 3)
(FRQRPLUF (6* SHSR 37
_PSDFW (6* 5HSRLLW 3}
(6* BHSRILUW 3)
6LJOLILFDQW LQGLUHFW HFRQRPLF LPSPFWYV




(6* GHSRUW B6HFWLR
6XVWDLQDELOLW\ 3ROLFL $FF R|X @WAL @ J. . S5HIHUHQFH WR| .L
7RSLHA OHWULFV B$ IR Bl *FE F g "V ORUJDQ 3XEOLVK
"REXPHQW
*
(OHFWULFLW\ FRQVXPSW|RQ &n (6% SHSRUW 34
(QHUJ\ LQWHQVLW\ (6* 5HSRUW 39
S5HGXFWLRQ RI HQHUJ\ FRQVXPSWLROQ (6* GHSRLIW 3)
& (o S HER
*URVV JOREDO 6FRSH HPLVVYLR *URVV%GLJHFW (6* SHEEEEW O GL
6FRSH HPLVVLRQV HTXLW\’DssSURDFK |
SHUFHQWDJH PHWKDQH 3@%1 HQW[DJIH ARHUHG
XQGHU HPLVVLRQV OLPLWLI UHPKODWLRDV
& |
& (6* SHSRUWw 3}
*URVV JOREDO 6FRSH HPLVVLRQY *UR|VVg
JOREDO PDUNHW EDVHG 6FRSH HPLVVLR@V
HTXLW\ DSSURDFK HQH[UJ\ LQGLUHFW| 6&ERSH
*+* HPLVVLRQV L,
*UHHQKRX\VH
*DV "LVFXVVLRQ RI ORQJ WHUP DQG VHRUW [WHUP (6* GHSRIW 3J
(PLVVLRWUDWHJ\ RU SODQ WR ADORJH JURVV JOREDP (6* 5HSRULW 3}
BFRSH DQG HPLVVLRQY (B VRIRQV
UHGXFWLRQ WDUJHWV D %DO\VLV& [
SHUIRUPDQFH DJDLQVW WKRVH WDUJHWYV “DQE *+*
UHGXFWLRQV
2WKHU LQGLUHFW 6FRSH *+* HPILVVLRQ¥ (6 SHSRLwW 3}
g (6* 5HSR% 3)
- E 6* 5HSR 3)
*+* HPLVVLRQV LQWHQVLM(POQQWPDF SHU|%&( D ( —
WKURXJKSXW A &
& 2+
&
2UJDQL]DWLRQ VWUDWHJ\ DQG RU|[ILOQDRFLDO (6* 5HSR% 3]
SODQQLQJ LQIOXHQFHG B\ FOLPDWH UH[ODMWHG ULVNV (6* SHSRLULW 39
DQG RSSRUWXQLWLHYV
(QHUJ\ PDQDJHPHQW & (6* SHSRUIW 3}
*+* WDUJHWYV & (6* GHSRLIW 3)
$LU HPLVVLRQV IRU WKH [IROORZL{QJ SRDOXWDHQWYV (6* GHSRLIW 3)
20, H[FOX®@LQB21YRODW L Q koRUJDRLF
$LU 4XD¢LRW’\SRXQGV 928V DQG SDOWALFXODWH PDWW HU
30
(6* 5HSRUW 3)
‘:DWHU PDQDJHPHQW XVDQ@H(3 D
(6* SHSRUUW 3}
: E
‘:DWHU ZLWKGUDZDO (0 (3 D c 2+ A
. G
K
DWHU 8VBWMhiu cLVEKDUJH (6 5HSRLw 3}
. *
:DWHU FRQVXPSWLRQ (0 (3 D . (6* 5HSRLIwW 3}
‘DWHU ZLWKGUDZQ LQWH[QVLW\ R (6* 5HSRUw 3}
:DWHU UHF\FOHG - (6* SHSRLUW 3}
:DWHU UHXVH c (6* SHSRUW 3)




(6* SHSRLUW 3)

(6* SHSRILUW 3)

(6* BHSRILUW 3)
(6* SHSRUIW 3}
(6* SHSRUIW 3}
(6* SHSRILUW 3)

(6* SHSRUIW 3}

(6* SHSRILUW 3)
(6* BHSRILUW 3)
(6* SHSRILUW 3)

(6* SHSRLUW 3)
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6$6% ([WUDFWLYHV

SURSRUWLRQ RI VSHQGL®J RQ ORFDO VIXSSOLHUV
OLQHUDOV 3URFHVVLQJ 6HFWRU ([SORUDWLRQ

3DUHQWDO OHDYH
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*5

*5

$QWL FRF

JUHHGRP RI {

/RFDO &RPPXQ
*RYHUQDQFH

*5

*5

ODWHULDO 7RSLFV

%URNHUDJH VWDQGDU
*5

2FFXSDWLRQDO +HDOWK
(PLVVLRQV %UHDNGRZ(

%LRGLYHUVLW)\

*5

(IITOXHQWY DQG :DVWH

*5
*5

$QWL &RUUXSWLRQ

*RYHUQDQFH &'3 & 5LVNV DQG 2SSRUWXQ
&XUUHQW 6WDWH DQG &'3 :

*5
(PLVVLRQV 'DWD &'3 &

(PSOR\PHQW
'LYHUVLW\ DQG (TXDO 2SSRUWXQLW\

*HQHUDO 'LVFORVXUHV

*5
JRUFHG RU &RPSXOVRU\ /DERU

':DWHU DQG (IIOXHQWYV

*5

:DVWH
*5

*5
*5

*5
6LIJQLILFDQW 6SLOOV UHIHUV WR *5,

JRXQGDWLRQ
(QHUJ\

,QGLUHFW (FRQRPLF ,PSDFWYV
*5,

&DUERQ 3ULFLQJ
G &'3 :DWHU 6HFXAXHWWLRQQDLUH &'3 :

75 07 6$6% )LQDQFLDOV 6HFWRU ° ,QYHVWPHQW %DQNLQJ
&KLOG /DERU

&RPPHUFLDO 6HUYLFHV VWDQGDUG 69 36

7DUJHWY DQG 3HUIRUPDQFH &'3 &

*5’
*5’

:DVWH
(GXFDWLRQ

F &3 &OLPDWH &KIXPHMWLRQQDLUH &'3 &
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D 9HUVLRQ 6$6% ([WUDFWLYHV OLQHUDOV 3URFHVVLQJ 6HFWRU 2LO *DV OLG
OLQHUDOV 3URFHVVLQJ 6HFWRU ([SORUDWLRQ 3URGXFWLRQ 6WDQGDUG (0 (3 DQ
6WDQGDUG 75 07

E *5, *HQHUDO 'LVFORVXUHYV x5 (FRQRPLF 3HUIRUPDQFH

F &'3 &OLPDWH &KDQJH A4XHVWLRQQDLUH &'3 & *RYHUQDQFH &'3 & 5LVNV DQG =
7DUJHWV DQG 3HUIRUPDQFH &'3 & (PLVVLRQV 'DWD &'3 & $GGLWLRQDO OHWULFV




$SSHQGL[ ' ° 7KLUG 3DUW\ $VVXUDQFH 6WDWHPHQW

SHSRUW RI ,QGHSHQGHQW $FFRXQWDQWYV
7R WKRDUG RI 'LUHFWRUV RI .LQGHU ORUJDQ ,QF

‘H KDYH UHYLHZHG WKH DFFRPSDQ\LQJ PDQDJHPH@REHDVVHUW
ORUJDWKWKMH VXVWDLQDELOLW\ PHWULFV DV RI RU IRU WKH \lI
RWKHUZLVH QRWHG LQ WKH DVVHVVPHQW FULWHULD LQ PDQ
DFFRUGDQFH ZLWK WKH DVVHVVPHQW FULWHULD VHW IRUWK
PDQDJHPHQW LV UHVSRQVLEOH IRU LWV DVVHUWLRQ DQG IRU
PDQDIJHPHQW EHOLHYHV SURYLGH DQ REMHFWLYH EDVLV IRU
VXVWDLQDELOLW\ PHWULFV 2XU UHVSRQVLELOLW\ LV WR HI[S
EDVHG RQ RXU UHYLHZ

2XU UHYLHZ ZDV FRQGXFWHG LQ DFFRUGDQFH ZLWK DWWHVW
,QVWLWXWH RI &HUWLILHG 3XEOLF $FFRXRWITHEWA & RPIBR Q QV
$00 $WWHVWDW DR (Q MHFWBRWIM Z (QJDDBBHOWIQGDUGV
HVWDEOLVKHG E\ WKH ,QWHUQDWLRQDO $XGLWLQJ DQG $VVX
,QWHUQDWLRQDO 6WDQGDUG RQ $V$XVRQBARIYIQRIDBEHBMWYW YV
WKDQ $XGLWV RU 5HYLHZV RI +LVWRRWHF DOV L@QE®IFG B QJ HF DRLLF
DQG SHUIRUP WKH UHYLHZ WR REWDLQ OLPLWHG DVVXUDQFH
VKRXOG EH PDGH WR PDQDJHPHQWMY DVVHUWLRQ LQ RUGHU
SHUIRUPHG LQ D UHYLHZ YDU\ LQ QDWXUH DQG WLPLQJ IURP
H[DPLQDWLRQ WKH REMHFWLYH Rl ZKLFK LV WR REWDLQ UHD
PDQDJHPHQWMPY DVVHUWLRQ LV IDLUO\ VWDWHG LQ DOO PDW
$FFRUGLQJO\ ZH GR QRW H[SUHVV VXFK DQ RSLQLRQ %HFDX
HQJDJHPHQW WKH OHYHO RI DVVXUDQFH REWDLQHG LQ D UH
WKDW ZRXOG KDYH EHHQ REWDLQHG KDG DQ H[DPLQDWLRQ E
HYLGHQFH REWDLQHG LV VXIILFLHQW DQG DSSURSULDWH WR

‘H KDYH FRPSOLHG ZLWK WKH LQGHSHQGHQER®HBIRWKHU HV
3URIHVVLRQ MW \@BRBDGXFKRHG E\ W RM B IBBBWIRD WE K RGH RI (W
3URIHVVLRQDO $FFRXQWDQWY LQFOXGLQLVYWHE EDWIKRQD O
,QWHUQDWLRQDO (WKLFV 6WDQGDUGV %RDUG IRU $FFRXQWD

7KH ILUP DSSOLHV ,QWHUQDWLRQDO 6WDQGDUG RQ 4XDOLW\
GHVLIJQ LPSOHPHQW DQG RSHUDWH D VA\VWHP RI TXDOLW\ PD
UHJDUGLQJ FRPSOLDQFH ZLWK HWKLFDO UHTXLUHPHQWY SUI
UHIJXODWRU\ UHTXLUHPHQWYV

7KH SURFHGXUHYVY ZH SHUIRUPHG ZHUH EDVHG RQ RXU SURIHYV
UHYLHZ ZH SHUIRUPHG LQTXLULHYVY SHUIRUPHG WHVWYV RI PD
VDPSOH EDVLVY UHDG UHOHYDQW SROLFLHV WR XQGHUVWDQG




VSHFLILHG VXVWDLQDELOLW\ PHWULFV UHYLHZHG VXSSRUWL
FRPSOHWHQHVY DQG DFFXUDF\ RI WKH GDWD LQ WKH VSHFLIL
DQG SHUIRUPHG DQDO\WLFDO SURFHGXUHV

*UHHQKRXVH JDV *+* HPLVVLRQV TXDQWLILFDWLRQ LV VXEM
EHFDXVH RI VXFK WKLQJV DV *+* HPLVVLRQV IDFWRUV WKDW
FDOFXODWH *+* HPLVVLRQV DQG WKH LQDELOLW\ RI WKHVH F
NQRZOHGJH DQG RWKHU IDFWRUV WR DFFXUDWHO\ PHDVXUH
EHWZHHQ YDULRXV LQSXWY DQG WKH UHVXOWDQW *+* HPLVV|
XVHG LQ *+* HPLVVLRQV FDOFXODWLRQV DUH VXEMHFW WR LC
PHWKRGV XVHG IRU PHDVXULQJ VXFK GDWD 7KH VHOHFWLRQ
PHDVXUHPHQW WHFKQLTXHV FRXOG KDYH UHVXOWHG LQ PDW
UHSRUWHG

7KH SUHSDUDWLRQ RI WKH QRQ *+* HPLVVLRQV VXVWDLQDELC
HVWDEOLVK WKH FULWHULD PDNH GHWHUPLQDWLRQV DV WR
PDNH DVVXPSWLRQV WKDW DIIHFW UHSRUWHG LQIRUPDWLRQ
DFFHSWDEOH PHDVXUHPHQW WHFKQLTXHYVY FRXOG KDYH UHVX
PHWULFV EHLQJ UHSRUWHG

$V GLVFXVVHG LQ PDQDJHPHQWPY DVVHUWLRQ .LQGHU ORUJI
FHUWDLQ HPLVVLRQV VRXUFHV IRU ZKLFK QR SULPDU\ XVDJH

$V GLVFXVVHG LQ PDQDJHPHQWPY DVVHUWLRQ LQ .LQGH
UHODWHG WR WKH IUHVK ZDWHU ZLWKGUDZQ LQWHQVLW\ DQC
WHVWLQJ PHWULFV

%DVHG RQ RXU UHYLHZ ZH DUH QRW DZDUH RI DQ\ PDWHULD((
.LQGHU ORUJDQuY PDQDIJHPHQW DVVHUWLRQ LQ RUGHU IRU L\
V 3ULFHZDWHUKRXVH&RRSHUYV //3

- X0\




.LQGHU ORUJDQ ,QF xV ODQDJHPHQW $VVHUWLRQ
$V RI RU IRU WKH <HDU (QGHG 'HFHPEHU

:LWK UHVSHFW WR WKH VXVWDLQDELOLW\ PHWULFV IRU WKH UHSRUWLQJ
HQGHG 'HFHPEHU XQOHVV RWKHUZLVH QRWHG LQ WKH DVVHVVPHQ\
EHORZ PDQDJHPHQW RI .LQGHU ORUJDQ ,QF U.LQGHU ORUJDQU RU U.0,C
PHWULFV DUH SUHVHQWHG LQ FRQIRUPLW\ ZLWK WKH DVVHVVPHQW FULW|
UHVSRQVLEOH IRU WKH FRPSOHWHQHVY DFFXUDF\ DQG YDOLGLW\ RI WKt
RI WKH FULWHULD ZKLFK PDQDJHPHQW EHOLHYHV SURYLGH DQ REMHFWL"
VXVWDLQDELOLW\ PHWULFV ODQDJHPHQW KDV SULPDULO\ XVHG WKH 6XV\
6$6% S$FFRXQWLQJ 6WDQGDUGYV DV DQ LQSXW WR LWV FRQVLGHUDWLRQ ¥
GLVFORVXUHV WR UHSRUW KRZHYHU QHLWKHU WKH .LQGHU ORUJDQ ,QF
*RYHUQDQFH 5HSRUW QRU WKLY PDQDJHPHQW DVVHUWLRQ UHODWHG WR
.LQGHU ORUJDQ KDV FRPSOLHG ZLWK WKH 6%$6% $FFRXQWLQJ 6WDQGDUGYV

7KH VXVWDLQDELOLW\ PHWULFV ZKLFK DUH UHSRUWHG LQ WKH .LQGHU 0
*RYHUQDQFH 5HSRUW $SSHQGLFHV $ $ DQG % LGHQWLILHG E\ WKH Ub
DQG LWV RSHUDWHG VXEVLGLDULHY DQG LWV RSHUDWHG LQYHVWHHV XQ
FULWHULD

JRU WKH *UHHQKRXVH *DV (PLVVLRQ WDEOHV EHORZ

2UJDQL]DWLRQDO, GFFRWGRUPDQFH ZLWK WKH 6$6% 2LO *DV O OLGVWUHDI
WKH :RUOG 5HVRXUFHV ,QVWLWXWH :5, DQG WKH :RUOG %XVLQHVV &RXQ
% &6' *UHHQKRXVH *DV 3URWRFRO $ &RUSRUDWH $FFRXQWLQJ DQG 5HSF
WKH U*+* 3URWRFROU RWKHU WKDQ WKH HTXLW\ VKDUH 6FRSH DQG 6F
6FRSH LQGLUHFW *+* HPLVVLRQV DQG HPLVVLRQ LQWHQVLW\ XVH WKH
LQFOXGH HPLVVLRQV IURP DVVHWV .0, RSHUDWHY HYHQ IRU WKRVH DVVH

7KH UHSRUWHG PHWULF WRWDO JURVV JOREDO HTXLW\ VKDUH 6FRSH D
VKDUH RI 6FRSH DQG 6FRSH HPLVVLRQV IURP RSHUDWHG DQG QRQ RSH
ORUJDQ KDV DQ LQWHUHVW

([FOXVLRFWXGHYV HPLVVLRQV IURP FRQVWUXFWLRQ DFWLYLWLHY ZDVWH:
DFWLYEWHRNFDO LQMHFWLRQ SXPSV VXOIXU UHFRYHU\ XQLWYV UHIULJHU
IXHO ZDV SXUFKDVHG GXULQJ WKH UHSRUWLQJ \HDU RU QRW WUDFNHG LC
QDWXUDO JDV VXSSO\ OLQHV IRU WKH 7THUPLQDOV DQG 3URGXFWYV 3LSHOL
HPLVVLRQV IURP VPDOO FRPEXVWLRQ DFWLYLWLHYVY $OVR H[FOXGHV 1DW
FROG ER[HV VWRUDJH WDQNV DW QDWXUDO JDV SURFHVVLQJ IDFLOLWLH\

&DOFXODWHRSHY DQG 6FRSH HPLVVLRQV IRU FDUERQ GLR[LGH HTXLYDOF
SULPDULO\ FDOFXODWHG XVLQJ WKH SULQFLSOHYV DQG JXLGDQFH RXWOLC
HPLVVLRQV DQG HTXLYDOHQWY KDYH EHHQ GHWHUPLQHG RQ WKH EDVLV |
HOHFWULFLW\ XVDJH PXOWLSOLHG E\ UHOHYDQW SXEOLVKHG FDUERQ HF
ZKHUH DSSOLFDEOH %DVH GDWD XWLOL]HG LQ WKH FDOFXODWLRQ RI 6FFR
HPLVVLRQV LV REWDLQHG IURP GLUHFW PHDVXUHPHQWY WKLUG SDUW\ L«
HTXLYDOHQW HPLVVLRQV XWLOL]H *OREDO :DUPLQJ 3RWHQWLDOV *:3V V
3DQHO RQ &OLPDWH &KDQJH )LIWK $VVHVVPHQW 5HSRUW $VVHVVPHQW 5t
QRWHG




(VWLPDWULRMMWPDWHG DQG DFWXDO GDWD DUH XVHG WR FDOFXODWH RSHUI
DQG 6FRSH HPLVVLRQV DQG WKH PHWKDQH HPLVVLRQV XVHG LQ WKH 1
VHIJPHQWxV WUDQVPLVVLRQ DQG VWRUDJH PHWKDQH HPLVVLRQ LQWHQVL
FRPELQDWLRQ RI GLUHFW PHDVXUHPHQWY OHDN VXUYH\V DFWXDO FRPS
SXEOLVKHG HPLVVLRQ IDFWRUV RU RWKHU VLPLODU GDWD HOHPHQWV GL
FRQVLGHUHG UHVWLPDWHGU XVHV DVVXPSWLRQV WR GHWHUPLQH HPLVVL
IDFWRUV FRPSRQHQW FRXQWV RU PHDVXUHPHQW GDWD LV QRW UHDGLO
YRU WKH \HDU HQGHG HVWLPDWHY DFFRXQWHG IRU
4 DSSUR[LPDWRIORSHUDWLRQDO FRQWURO 6FRSH HPLVVLRQV
a4 OHVV WKRIQPDUNHW DQG ORFDWLRQ EDVHG RSHUDWLRQDO FRQWURC
4 DSSUR[LPDVRH®\TXLW\ VKDUH 6FRSH HPLVVLRQV
4 DSSUR[LPDWRHM®DUNHW EDVHG HTXLW\ VKDUH 6FRSH HPLVVLRQV DC
4 DSSUR[LPDWRIOWKH PHWKDQH HPLVVLRQV WKDW DUH XVHG WR FDOF>
3LSHOLQHV EXVLQHVV VHIPHQWxXV WUDQVPLVVLRQ DQG VWRUDJH PH

(VWLPDWHVY XVHG LQ WKH 6FRSH DQG 6FRSH *+* PHWULFV DUH LQFOXG!

8QFHUWDE®OWPLVVLRQV TXDQWLILFDWLRQ LV VXEMHFW WR LQKHUHQW PH
VXFK WKLQJV DV *+* HPLVVLRQV IDFWRUV WKDW DUH XVHG LQ PDWKHPDW
DQG WKH LQDELOLW\ Rl WKHVH PRGHOV GXH WR LQFRPSOHWH VFLHQWLIL
PHDVXUH XQGHU DOO FLUFXPVWDQFHV WKH UHODWLRQVKLS EHWZHHQ YD
HPLVVLRQV (QYLURQPHQWDO DQG HQHUJ\ XVDJH GDWD XVHG LQ *+* HPL)
LQKHUHQW OLPLWDWLRQV JLYHQ WKH QDWXUH DQG WKH PHWKRGV XVHG
PDQDJHPHQW RI GLIIHUHQW EXW DFFHSWDEOH PHDVXUHPHQW WHFKQLTXF
GLIIHUHQW DPRXQWV RU PHWULFV EHLQJ UHSRUWHG




*UHHQKRXVH *DV (PLVVLRQV 2SHUDWLRQDO &RQW,

DU (QGHG
EHU

7TRWDO JURVY JOREDO 6FRSH HPLVVHRQY PLPOLRQ PHWULF WRQV &2
7TRWDO JURVY JOREDO 6FRSH HPLVVLRQV E\ FRQVWLWXHQW PLOOLRQ PHWULF W

&2
&+
12 G
+)& G

SHUFHQWDJH RI JURVYVY JOREDO 6FRSH HPLVVLRQV E\ HPLVVLRQ W\SH H

JODUHG K\GURFDUERQV |

2ZWKHU FRPEXVWLRQ J R S

3URFHVY HPLVVLRQV K T

2ZWKHU YHQWHG HPLVVLRQV L U

JXJLWLYH HPLVVLRQV IURP RSHUDWLRQV M V

7TRWDO JURVYV JOREDO 6FRSH HPLVVLRQV SHUFHQWDJH FRYHUHG XQGHU HPLV\
UHJXODWLRQV N

7TRWDO JURVY JOREDO 6FRSH HPLVVLRQY SHUFHQWDJH PHWKDQH O
7TRWDO JURVYVY JOREDO PDUNHW EDVHG 6FRSH HHPRVVLRQV PLOOLRQ PHWULF WRC
7RWDO JURVVY JOREDO ORFDWLRQ EDVHG 6FRSH WPLVVLRQV PLOOLRQ PHWULF W

7RWDO JURVYV JOREDO 6FRSH HPLVVLRQV DQG PDUNHW EDVHG 6FRSH HPLVVLRC
PHWULF WHRQV &2

&RPSDQ\ ZLGH %2( WKURXJKSXW O0OEEO \U Q

6FRSH DQG HPLVVLRQ LQWHIQV L9\ WHWRXEKSRQAV BBEO \U

6FRSH *+* HPLVVLRQV UHSRUWHG XQGHU (3$xVH+*53 PLOOLRQ PHWULF WRQV &

6FRSH *+* HPLVVLRQV UHSRUWHG XQGHU (3$xV *+*53 E\ FRQVWLWXHQW PLOOLR
WRQV W

&2
&+

12

D 6WDQGDUG 6$6% ([WUDFWLYHV OLQHUDOV 3URFHVVLQJ 6HFWRU 2LO *DV
E 6WDQGDUG 6$6% ([WUDFWLYHV OLQHUDOV 3URFHVVLQJ 6HFWRU 2LO *DV (

F

(3 D
*+* HPLVVLRQV ZHUH TXDQWLILHG FRQVLGHULQJ WKH 6$6% OLGVWUHDP 6WDQG
*UHHQKRXVH JDVHV 3DUW 6SHFLILFDWLRQ ZLWK JXLGDQFH DW WKH RUJDQL
UHSRUWLQJ RI JUHHQKRXVH JDV HPLVVLRQV DQG UHPRYDOV (PPWWKOD@QHDUH U
&+ QLWURXV2R[IDGH5 K\GURIOXRURFDUERQV +)&V IURP GLUHFW DQG LQGLUHF
,QWHUJRYHUQPHQWDO 3DQHO RQ &OLPDWH &KDQJH ,3&& $VVHVVPHQW 5HSRU\
*:3 ZHUH XVHG WR FRQDR@AL &+ HPLVVLRQW WRH&PROORZLQJ *:3V ZHUH XVHG II
+)&V 5 $ +)& % +8&)& 5 % 5 & 5 <) 5 %
5 & +)& +)& &)& 5 5 5 % *URVV
HPLVVLRQV DUH *+*V HPLWWHG WR WKH DWPRVSKHUH EHIRUH DFFRXQWLQJ IRU
PHFKDQLVPV WKDW KDYH UHGXFHG RU FRPSHQVDWHG IRU HPLVVLRQV
YRU WKH \HDU HQGHG 2HPQ 8 VA)R.QVDRH1IOHVV WKDQ PHWULF WRQV
7KH 6FRSH E\ HPLVVLRQ W\SH ZDV UHSRUWHG DV D SHUFHQWDJH Rl WRWDO 61}
6$6% $FFRXQWLQJ 6WDQGDUG ZKLFK VSHFLILHV GLVFORVLQJ WKH DPRXQW RI ¢
Y)ODUHG K\GURFDUERQV LQFOXGH IODULQJ HPLVVLRQV IURP SURFHVVLQJ JDWK
2WKHU FRPEXVWLRQ LQFOXGHV FRPEXVWLRQ HPLVVLRQV IURP HTXLSPHQW LQF
WXUELQHV ERLOHUV DQG KHDWHUV YDSRU FRPEXVWLRQ GHYLFHV JHQHUDWR
3URFHVV HPLVVLRQV LQFOXGH HPLVVLRQV IURP HTXLSPHQW XVHG WR SURFHVYV
GHK\GUDWLRQ XQLWV DQG JDV VZHHWHQLQJ XQLWYV




L 2WKHU YHQWHG HPLVVLRQV LQFOXGHV HPLVVLRQV IURP WKH UHOHDVH RI D PL]
HTXLSPHQW LQFOXGLQJ EXW QRW OLPLWHG WR FRPSUHVVRUV FRPSUHVVRU V
VWDUWY HPHUJHQF\ UHOHDVHV JDV VDPSOLQJ DQG DQDO\VLY PHWHULQJ DQG
WUDSV DQG GULSV SQHXPDWLF GHYLFHV VWRUDJH VWDWLRQ YHQWLQJ VWRU
FRPSOHWLRQV 7\SLFDOO\ YHQWHG HPLVVLRQV DUH NQRZQ VRXUFHV DQG DUH

M )XJLWLYH HPLVVLRQV IURP RSHUDWLRQV LQFOXGH HPLVVLRQV IURP WKH UHOH|
UHIULJHUDQWY FRQWDLQLQJ *+*V LQFOXGLQJ EXW QRW OLPLWHG WR HTXLSF
SLSHOLQH OHDNV SURFHVV HTXLSPHQW OHDNV UHIULJHUDQWYVY VWRUDJH ZHO

N 6FRSH SHUFHQWDJH RI HPLVVLRQV FRYHUHG XQGHU HPLVVLROV OLPLWLQJ UH
HPLVVLRQV FRYHUHG XQGHU HPLVVLRQV OLPLWLQJ UHJXODWLRQV GLYLGHG E\
PHWULF WRKV RI &2

O 6FRSH SHUFHQWDJH Rl PHWKDQH HPLVVLRQV LV FDOFXODWHGHDV WKH PHWKD
GLYLGHG E\ WKH WRWDO JURVV JOREDO 6FRISH HPLVVLRQV LQ PHWULF WRQV |

P 6FRSH LQGLUHFW HPLVVLRQV DUH HPLVVLRQV IURP FRQVXPSWLRQ RI SXUFK]|
FRQVXPSWLRQ ZDV XQDYDLODEOH 6FRSH *+* HPLVVLRQV ZHUH HVWLPDWHG E
HOHFWULFLW\ XVDJH IDFWRU SHU IDFLOLW\ (PLVVLRQ IDFWRU VRXUFHV XVHG .
5HVRXUFH ,QWHJUDWHG 'DWDEDVH UH*5,'0 (QHUJ\ VXSSOLHU VSHFLILF HP

*UHHQ Hn 5HVLGXDO OL[ (PLVVLRQV 5DWHV PDUNHW EDVHG

Q 7KH TXDQWLW\ LQ PLOOLR@PBMRBHF WRXG/ GIR&H HPLVVLRQV ZDV FRQYHUWHG
$5 *:3V GLYLGHG E\ WKH FRPSDQ\ ZLGH EDUUHO Rl RLO HTXLYDOHQW %2( 6W
FDOFXODWH HPLVVLRQV LQWHQVLW\ LQFOXGH WKH 2XU 1DWLRQ V (QHUJ\ )XWX
6XVWDLQDELOLW\ ,QLWLDWLYH OHWKDQH ,QWHQVLW\ 3URWRFRO *+* 3URWRFRC
)XWXUHxV GHILQLWLRQV DUH XVHG IRU DQQXDO WKURXJKSXW ,I QR 21( )XWXU|
GHILQHG DV SURGXFW UHFHLSW 7KURXJKSXW ZDV FRQYHUWHG WR PLOOLRQ ¢
VSHFLILF KHDW FRQWHQW REWDLQHG IURP WKH 8 6 (QHUJ\ ,QIRUPDWLRQ $GPL
GDWD 7KLV LV WKHQ FRQYHUWHG WR %2( E\ GLYLGLQJ B\KD WO 2% W)U B BV SSRELOVR
GRHV QRW KDYH D KHDWLQJ YDOXH DQG WKHUHIRWH D KD XHDWAD QH/TSHROUON WGRR HAWU
KDYH D KHDWLQJ YDOXH DQG WKHUHIRUH KDV D %2( HTXDO WR JHUR

R (PLVVLRQ IDFWRUV XWLOL]HG WR FDOFXODWH VWDWLRQDU\ VRXUFH HPLVVLRQ'
&RGH RI )HGHUDO 5HJXODWLRQV &)5 ODQGDWRU\ *UHHQKRXVH *DV 5HSRUWL ¢
(VWLPDWLRQV DQG DVVXPSWLRQV LQFOXGH WKH IROORZLQJ

a ,l IXHO XVDJH RU RSHUDWLQJ KRXUV ZHUH QRW REWDLQHG IURP LQYRLFH
RSHUDWLQJ KRXUV WKHQ FRQVXPSWLRQ UDWHV ZHUH HLWKHU HVWLPDW|
IRU IDFLOLWLHV RI VLPLODU VL]H DQG RSHUDWLRQ RU PD[LPXP RSHUDWL
RSHUDWLRQ ZHUH XVHG WR HVWLPDWH *+* HPLVVLRQV
a )RU WKH 1DWXUDO *DV 3LSHOLQHV EXVLQHVV VHIJPHQW LW ZDV DVVXPHG
RI 00%WX KRXU DQG RSHUDWH IRU KRXUV \HDU
a )RU WUDQVPLVVLRQ SLSHOLQH DVVHWV FRXQWV RI WHOHFRP JHQHUDWRI
HQWLW\ XVLQJ SLSHOLQH PLOHV DQG DYHUDJH WHOHFRP JHQHUDWRU FR>
WKDW HDFK XQLW RSHUDWHG IRU KRXUV \HDU KDG DQ DYHUDJH KRUVH
FRQVXPSWLRQ RI %WX KRUVHSRZHU KRXU
a )RU HPLVVLRQV IURP FDWKRGLF SURWHFWLRQ RQ WUDQVPLVVLRQ SLSHOL
DVVXPHG WR RSHUDWH KRXUV SHU \HDU DQG KDYH D IXHO FRQVXPSW
KRXU 7KHUPRHOHFWULF JHQHUDWRUV DQG PLFURWXUELQHY ZHUH DVVXP
VFI KRXU DQG 00%WX KRXU UHVSHFWLYHO\

'KHQ DFWXDO VPDOO FRPEXVWLRQ HTXLSPHQW GDWD ZDV QRW DYDLODEO

VXUYH\ ZDV FRPSOHWHG IRU D VDPSOH RI IDFLOLWLHV ZLWKLQ HDFK EXVI

FRQVXPSWLRQ IURP WKHVH VXUYH\V ZHUH XVHG WR FDOFXODWH HPLVVLR

S 2WKHU FRPEXVWLRQ HPLVVLRQV IURP PRELOH HTXLSPHQW LQFOXGHV HPLVVLR!
IRU RSHUDWLRQV DQG RQ URDG PRELOH HTXLSPHQW XVHG E\ SHUVRQQHO (Pl
ORELOH (PLVVLRQ )DFWRUV O0DUFK DUH XWLOL]JHG LQ HPLVVLRQ FDOFXODW
ZDV QRW DYDLODEOH D VXUYH\ ZDV FRPSOHWHG IRU D VDPSOH RI IDFLOLWLHV
DYHUDJH PRELOH HTXLSPHQW FRXQW IURP WKHVH VXUYH\V ZHUH XVHG WR FDO

Q-




T (PLVVLRQ IDFWRUV IURP 8 6 (3% &RGH RI )HGHUDO 5HJXODWLRQV &)5 O0DQGD
&)5 3DUW '"HFHPEHU $3, &RPSHQGLXP RI *UHHQKRXVH *DV (PLVVLRQV OH
1DWXUDO *DV ,QGXVWU\ $XJIXVW DUH XWLOL]JHG WR FDOFXODWH HPLVVLRQ
XQDYDLODEOH HPLVVLRQ FDOFXODWLRQV ZHUH HVWLPDWHG XVLQJ HPLVVLRQ\

U (PLVVLRQ IDFWRUV IURP 8 6 (3% &RGH RI )HGHUDO 5HJXODWLRQV &)5 0DQGD
&)5 3DUW '"HFHPEHU ,1*$$ *UHHQKRXVH *DV (PLVVLRQ (VWLPDWLRQV *XL
7UDQVPLVVLRQ DQG 6WRUDJH 9ROXPH O *+* (PLVVLRQ (VWLPDWLRQ OHWKRGR
ORUJDQ VLWH VSHFLILF HPLVVLRQ IDFWRUV DUH XWLOL]JHG LQ HPLVVLRQ FDOF)
DUH DLU VWDUW DQG RI FHQWULIXJDO FRPSUHVVRU DUH QDWXUDO JDV VWD!
DQDO\VLVY VRXUFHV ZHUH XQDYDLODEOH IRU D SLSHOLQH DQ DYHUDJH DQDO\]t
FDOFXODWLRQV :KHQ PHWHU VWDWLRQ FRXQWYV ZHUH XQDYDLODEOH IRU D SL
GHULYHG IURP SLSHOLQHV ZLWK DFWXDO PHWHU FRXQWVY ZHUH DSSOLHG SHU
ZHUH XQDYDLODEOH IRU D IDFLOLW\ WKH\ ZHUH HVWLPDWHG XVLQJ WKH DYHU|
DUH VLPLODU LQ VL]H DQG RSHUDWLRQ DQG LI WKH W\SH Rl SQHXPDWLF GHYLF
GULYHQ

V (PLVVLRQ IDFWRUV IURP 8 6 (3% &RGH Rl )HGHUDO 5HJXODWLRQV &)5 O0DQGD
&)5 3DUW '"HFHPEHU $3, &RPSHQGLXP RI *UHHQKRXVH *DV (PLVVLRQV OH
1IDWXUDO *DV ,QGXVWU\ $XJIXVW *+* 3URWRFRO +\GURIOXRURFDUERQ (PLV
.LQGHU ORUJDQ VLWH VSHFLILF FRXQW DQG HPLVVLRQ IDFWRUV DUH XWLOL]HG
DVVXPSWLRQV LQFOXGH WKH IROORZLQJ

a )RU WKH 1DWXUDO *DV 3LSHOLQHV EXVLQHVV VHIJPHQW IRU IDFLOLWLHYV
DYDLODEOH HPLVVLRQV FDOFXODWLRQV IURP FRPSRQHQW OHDNV ZHUH E
SHU ZHOOKHDG RU IDFLOLW\

a4 )RU WKH 1DWXUDO *DV 3LSHOLQHV EXVLQHVV VHIJPHQW IRU IDFLOLWLHYV
FDOFXODWLRQV DUH EDVHG RQ DQ DYHUDJH OHDN FRXQW SHU IDFLOLW\

a4 ,1 VLWH VSHFLILF UHIULJHUDQW FRXQWY ZHUH QRW DYDLODEOH HPLVVLR
IDFLOLWLHY EDVHG RQ VXUYH\V FRQGXFWHG ZLWKLQ HDFK EXVLQHVV VHJ
a )RU PRELOH VRXUFH UHIULJHUDQW HPLVVLRQV D NLORJUDP FKDUJH RI

YHKLFOHY ROGHU WKDQ DQG NLORJUDP RI 5 D FKDUJH LQ YHKLFO
YHKLFOHYV ZHUH DVVXPHG WR KDYH D FKDUJH OHDN UDWH RI SHU \HDU

W*+* HPLVVLRQV UHSRUWHG WR 8 6 (3% V *+*53 *:3 V I[URP WKH ,3&880%5 DUH XVH
12 WRKEBHU WKH 8 6 (3% V *+*53 UHSRUWLQJ UHTXLUHPHQWY )RU WKH \H

UHSRUWHG XQGHU 8 6 (3%$xV *+*53 DUH EDVHG RQ LQIRUPDWLRQ DV RI ODUFK
HPLVVLRQVHPILVVLRQV UHSRUWHG WR WKH 8 6 (3$xV *+*53 ZHUH OHVV WKDQ

<HDU (QGHG
*UHHQKRXVH *DV (PLVVLRQV (TXLW\ 6KDUH '"HEMPEHU

7RWDO JURVYV JOREDO HTXLW\ VKDUH 6FRSH HHPDVELRQV PLOOLRQ PHWULF WRQ

7RWDO JURVYV JOREDO HTXLW\ VKDUH PDUNHW EDVHG 6FRSH HPLVVLRQV PLOOLI
&2 H E F

D 6HH IRRWQRWHY D E F | J K L DQG M LQ WKH *UHHQKRXVH *DV (
DERYH IRU LQIRUPDWLRQ RQ VWDQGDUGY SURWRFROV H[FOXVLRQV DQG HVW
FDOFXODWLRQYV

E (TXLW\ VKDUH HPLVVLRQV LQFOXGHV HPLVVLRQV IURP ERWK RSHUDWHG DQG G
LQWHUHVW )RU RSHUDWHG VRXUFHV HPLVVLRQV ZHUH FDOFXODWHG E\ DSSO
RSHUDWLQJ HPLVVLREXVD)EHWKHHERHQW WRWDO UHYHQXH LQWHUHVW ZDV XV
SHUFHQWDJH IRU SURGXFWLRQ ORFDWLRQV DQG ZRUNLQJ LQWHUHVW ZDV XVH(¢
SURGXFWLRQ ORFDWLRQV (PLVVLRQV IURP DVVHWVY WKDW ZH OHDVH IURP RWK
H[FOXGHG IURP WKH HTXLW\ VKDUH HPLVVLRQV FDOFXODWLRQV SHU WKH :RUO
JXLGDQFH (PLVVLRQV IURP FHUWDLQ DVVHWY WKDW ZH OHDVH WR RWKHU FRP
H[FOXGHG (VWLPDWLRQV DQG DVVXPSWLRQV LQFOXGH WKH IROORZLQJ




a (PLVVLRQV GDWD IURP DVVHWYV ZH GR QRW RSHUDWH ZDV FROOHFWHG IUJ
YHQWXUH -9 ZKR JHQHUDOO\ SURYLGHG HPLVVLRQV UHSRUWHG WR WKH
a 7R HVYWLPDWH WRWDO 6FRSH HPLVVLRQV IURP QRQ RSHUDWHG IDFLOLWL
ZDV DYDLODEOH RU SURYLGHG D VFDOLQJ IDFWRU ZDV DSSOLHG WR 8 6
RQ KLVWRULFDO UHSRUWHG GDWD IURP RXU 1DWXUDO *DV 3LSHOLQHV EX
a4 )RU QRQ RSHUDWHG ORFDWLRQV WKDW SURYLGHG HPLVWLR@QHKDWD RI O

RI WKH *+*53 UHSRUWLQJ WKUHVKROB BRDV XVHGWUHF WRQRHMULF WRQV

DV WKH HQWLW\ V 6FRSH HPLVVLRQV LI DYDLODEOH

a 'DWD ZDV HVWLPDWHG IRU QRQ RSHUDWHG ORFDWLRQV ZKHQ WKH RSHUD
HVWLPDWHY EDVHG RQ SULRU \HDU YDOXHV SXEOLFDOO\ DYDLODEOH GD)
*UHHQKRXVH *DVHV 7RRO RU XVLQJ DYDLODEOH GDWD IURP VLPLODU RSF
F 6HH IRRWQRWH P LQ WKH *UHHQKRXVH *DV (PLVVLRQV 2SHUDWLRQDO &RQWL
VWDQGDUGY SURWRFROV H[FOXVLRQV DQG HVWLPDWHV XVHG LQ WKH 6FRSH
RSHUDWHG ORFDWLRQV WKDW GLG QRW SURYLGH 6FRSH HPLVVLRQV DQ HVWI
HPLVVLRQV IURP DQRWKHU IDFLOLW\ ZKLFK LV VLPLODU LQ VL]H DQG RSHUDWL
ZHUH XWLOL]HG DQG VFDOHG E\ WKH EXVLQHVV XQLWxV \HDU RYHU \HDU FKDQ
PD\ DOVR EH UHSRUWHG SXEOLFO\ WKURXJK RWKHU FRPSDQLHV UHSRUWLQJ L

*UHHQKRXVH *DV (PLVVLRQV 2SHUDWLRQDO &RQWURD UDWBHBO *DV 3LS
%XVLQHVYVY 6HIPHQW 'HFHPEHU

OHWKDQH HPLVVLRQ UHGXFWLRQV D E F G

IROXQWDU\ *+* HPLVVLRQ UHGXFWLRRQV PLOOLRQ PHWULF WRQV &2
9ROXPH RI YROXQWDU\ PHWKDQH HPLVVLRQ UHGXFWLRQV EFI
(VWLPDWHG YDOXH RI QDWXUDO JDV VDYHG PLOOLRQV H

IDWXUDO *DV 3LSHOLQHV EXVLQHVYV VHIPHQWxV WUDQVPLVVLRQ DQG VWRUDJH D
HPLVVLRQ LQWHQVLW\ UDWH | J

D 6WDQGDUG 2XU 1IDWLRQ V (QHUJ\ )XWXUH 21( )XWXUH 8 6 (3% 1DWXUDO *DV |
WKH VKHOYHG 8 6 (3% 1DWXUDO *DV 67$5 SURJUDP

E OHWKDQH HPLVVLRQ UHGXFWLRQV DUH GHILQHG DV HPLVVLRQV PLWLJDWHG RU
HPLWWHG

F OHWKDQH HPLVVLRQ UHGXFWLRQV LQFOXGH UHGXFWLRQV IURP FRPSUHVVRU V\
WXUELQH LQVWDOODWLRQV HOHFWULF PRWRU LQVWDOODWLRQV DQG DOWHUC
WKH QHHG IRU SLSHOLQH EORZGRZQV

G 7KH UHSRUMH® BRRVHG RQ D *:3 Rl LI WKH PHWKDQH ZHUH GLUHFWO\ HPLWWH
6XESDUW : ,3&& &DOFXODWLRQ LV IURP  &)5 3DUW (TXDWLRQ : F
NJ IWHWKDQH GHQVLW\ PXOWLSOLHG E\ PHWULF WRQV NJ NJ WR PHW

PHWULF WHRGMWEPHWULF WRQ PHMKNNQRQ*UHGXFWLRQ YDOXHV XVLQJ D *:3 RI
PLOOLRQ PHWHLFOWWRRD @2 FRQWHQW Rl SLSHOLQH TXDOLW\ QDWXUDO JDV LV |
&KDOOHQJH 3URJUDP JXLGDQFH

H 7KH HVWLPDWHG YDOXH RI QDWXUDO JDV VDYHG IURP PHWKDQH HPLVVLRQ UHC
DQQXDO DYHUDJH &LW\JDWH SULFH )BHU WKWXV B @W® IEFXHE IZ VHHW

| OHWKDQH HPLVVLRQV DUH FDOFXODWHG IRU WKH 1DWXUDO *DV 3LSHOLQHV EX\
FRPSUHVVRU VWDWLRQV WUDQVPLVVLRQ SLSHOLQHV DQG XQGHUJURXQG QDW
VRXUFHV GRFXPHQWHG LQ 21( )XWXUHxV OHWKDQH (PLVVLRQV (VWLPDWLRQ 3U!

J 7KH HPLVVLRQ LQWHQVLW\ UDWH LV FDOFXODWHG E\ GLYLGLQJ RXU QDWXUDO
HPLVVLRQV E\ RXU QDWXUDO JDV WUDQVPLVVLRQ DQG VWRUDJH WKURXJKSXW
SURFHGXUHV LQ &)5 6XESDUW : 7KURXJKSXW UHIHUV WR WKH WRWDO YRO>
1IDWXUDO *DV 3LSHOLQHV EXVLQHVV VHIPHQWxV WUDQVPLVVLRQ DQG VWRUDJF
WKURXJK WKH 3LSHOLQHYV DQG +D]DUGRXV ODWHULDOV 6DIHW\ $GPLQLVWUDWL
GHWHUPLQH WKURXJKSXW DW WKH WUDQVPLVVLRQ SLSHOLQH HQWLW\ OHYHO




(QHUJ\ ODQDJHPHQW

7TRWDO HOHFWULFLW\ FRQVXPSWLRQ *LJDZDWW KRXUV D E

D 7KH TXDQWLW\ LQ JLIJDZDWW KRXUV RI HOHFWULFLWRFRQIVWPASWLRHWWRP SXUF
E (OHFWULFLW\ FRQVXPSWLRQ LV FDOFXODWHG XVLQJ .0 VSHFLILF PHWKRGRORJI
(PLVVLRQV 2SHUDWLRQDO &RQWURO WDEOH DERYH IRU LQIRUPDWLRQ RQ VWL

2SHUDWLRQDO 6DIHW\ (PHUJHQF\ 3UHSDUHGQHV V., ~HEs RRVHC

SHUFHQWDJH RI QDWXUDO JDV SLSHOLQHV LQVSHFWHG D E F
SBHUFHQWDJH RI KD]JDUGRXV OLTXLG SLSHOLQHV LQVSHFWHG D E F
OLOHV RI SLSHOLQH RSHUDWHG WKRXVDQG D G

D 6WDQGDUG 6%$6% ([WUDFWLYHV OLQHUDOY¥ GURFMVMDBJ GHEWRWD 2LO *DV

E 7KH SHUFHQWDJH Rl QDWXUDO JDV SLSHOLQHY DQG KD]DUGRXV OLTXLG SLSHO
SUHVVXUH WHVWV GLUHFW DVVHVVPHQWY RU RWKHU WHFKQRORJLHV

F )RU VHIPHQWY RI SLSH WKDW DUH LQVSHFWHG PRUH WKDQ RQFH IRU WKH VDPF
WKH PLOHDJH LQVSHFWHG WKDW LV XVHG LQ WKLY FDOFXODWLRQ LV FRXQWHG
LQVSHFWLRQV IRU GLIITHUHQW W\SHV RI DQRPDOLHYV DUH FRQGXFWHG RQ WKH \
IRU HDFK LQVSHFWLRQ LV FRXQWHG VHSDUDWHO\

G 7KH PLOHV RI SLSHOLQH RSHUDWHG LQFOXGHV SLSHOLQHV LQ WKH 8 6 &DQDG
DV RI WKLUG TXDUWHU RI ,W H[FOXGHV SBRGXEM\VLR Y HDIPEH QWRZ OLQHV LQ V

X
:RUNIRUFH +HDOWK 6DIHW\ WKH 5HSRUWI

(PSOR\HH

7TRWDO 5HFRUGDEOH ,QFLGHQW 5DWH 75,5 SHFRUGDEOH LQFLGHQWYV IXO
D F G H |

1XPEHU RI UHFRUGDEOH LQMXULHY DQG LOOQHVY D G | J
1XPEHU RI )DWDOLWLHYV D 1| J

/IRVW WLPH LQFLGHQW UDWH /7,5 S5HFRUGDEOH LQFLGHQWYV IXOO WLPH Z
E | K L

1XPEHU RI UHFRUGDEOH ORVW WLPH FDVHV E |
&RQWUDFWRU

7TRWDO 5HFRUGDEOH ,QFLGHQW 5DWH 75,5 SHFRUGDEOH LQFLGHQWYV IXO!
D F1I M N O

1XPEHU RI UHFRUGDEOH LQMXULHY DQG LOOQHVV D | M N
1XPEHU RI )DWDOLWLHV D 1| J

/IRVW WLPH LQFLGHQW UDWH /7,5 S5HFRUGDEOH LQFLGHQWYV IXOO WLPH Z
E I K N P

1XPEHU RI UHFRUGDEOH ORVW WLPH FDVHV E | N

D 6WDQGDUG 6%$6% ([WUDFWLYHV OLQHUDOV 3URFHVVLQJ 6HFWRU 2LO *DV O
(3 D

E 6WDQGDUG LV FRPSDQ\ VSHFLILF DV GHILQHG LQ WKH IRRWQRWH K EHORZ

F 75,5 ZDV FDOFXODWHG IROORZLQJ WKH 2FFXSDWLRQDO 6DIHW\ DQG +HDOWK $G
IROORZV WRWDO QXPEHU RI UHFRUGDEOH LQFLGHQWY PXOWLSOLHG E\ G
FRQWUDFWRU KRXUV DFWXDOO\ ZRUNHG 7KH UHSUHVHQWY WKH KRXUV
SHU \HDU HPSOR\HHV RU FRQWUDFWRUV ZRUNLQJ KRXUV SHU ZHHN
IRU FDOFXODWLQJ LQFLGHQW UDWHYV

G )RU HPSOR\HH UDWHV DQG IDWDOLWLHY DUH FDOFXODWHG XVLQJ LQFLGHQ
,QMXULHV RU LOOQHVVHVY PD\ ODWHU EH UHFODVVLILHG EDVHG RQ GLDJQRVLV




H (PSOR\HH 75,5 LQFOXGHV UHJXODU IXO0O WLPH UHJXODU SDUW WLPH DQG WHP
*DV 3LSHOLQHV DQG 7HUPLQDOV EXVLQHVV VHIPHQW FRQWUDFWRUV .0, VXSHU

| &29," FDVHV FODVVLILHG DV UHFRUGDEOH LQFLGHQWY SHU 26+$ JXLGDQFH |
FRQWUDFWRUV 75,5 WKH QXPEHU Rl UHFRUGDEOH LQMXULHYV LOOQHVVHV QXF
UHFRUGDEOH ORVW WLPH FDVHV IRU HPSOR\HHV DQG FRQWUDFWRUV LQFOXGH

J .0, UHSRUWV WKH QXPEHU RI IDWDOLWLHV IRU HPSOR\HHV EXW GRHV QRW UHS
10)5

K /7,5 ZDV FDOFXODWHG IROORZLQJ WKH 2FFXSDWLRQDO 6DIHW\ DQG +HDOWK $G
IROORZV WRWDO QXPEHU RI UHFRUGDEOH ORVW WLPH FDVHV PXOWLSOLHG E\
FRQWUDFWRU KRXUV DFWXDOO\ ZRUNHG 7KH UHSUHVHQWYV WKH KRXUV
SHU \HDU HPSOR\HHV RU FRQWUDFWRUV ZRUNLQJ KRXUV SHU ZHHN
IRU FDOFXODWLQJ LQFLGHQW UDWHYV

L (PSOR\HH /7,5 LQFOXGHV UHFRUGDEOH ORVW WLPH LQFLGHQWYV RU LOOQHVVHYV
UHJXODU IXO0 WLPH UHJXODU SDUW WLPH DQG WHPSRUDU\ HPSOR\HHV ,W D¢
7HUPLQDOV EXVLQHVV VHIPHQW FRQWUDFWRUV .0, VXSHUYLVHV RQ D GD\ WR G

M )RU FRQWUDFWRU UDWHV DQG IDWDOLWLHY DUH FDOFXODWHG XVLQJ LQFL
,QMXULHV RU LOOQHVVHV PD\ ODWHU EH UHFODVVLILHG EDVHG RQ GLDJQRVLV

N ODMRU SURMHFWYV DUH FDSLWDO H[SDQVLRQ SURMHFWYV WKDW DUH DFWLYH DQ
WKH FXUUHQW \HDU RU SULRU \HDUV ,I KRXUV IRU D PDMRU SURMHFW ZHUH Q
PDMRU SURMHFW VSHQG

O &RQWUDFWRU 75,5 LV EDVHG RQ LQFLGHQWY FRQWUDFWRUV LQFXUUHG ZKLOH
,QFLGHQWYV IRU WKH FRQWUDFWRUxXxV HPSOR\HHV RSHUDWLQJ RXU PDULQH WDC
DUH LQFOXGHG LQ WKH PDULQH /7,5

P &RQWUDFWRU /7,5 LQFOXGHYVY UHFRUGDEOH ORVW WLPH FRQWUDFWRU LQFLGHQ
ZRUN ZKLOH WKH FRQWUDFWRU ZDV SHUIRUPLQJ ZRUN IRU .LQGHU ORUJDQ RQ |

(FRORJLFDO ,PSDEWV

1XPEHU RI K\GURFDUERQ VSLOOV D E F

$JJUHIJDWH YROXPH RI K\GURFDUERQ VSLOOV EDUUHOV D E F

+\GURFDUERQ VSLOO YROXPH UHFRYHUHG EDUUHOV D G

$|5]Jl|J5H‘::DV|\-|/H YROXPH RI K\GURFDUERQ VSLOOV LQ 8QXVXDOO\ 6HQVLWLYH $UHDV E

SHUFHQWDJH UHFRYHUHG

D 6WDQGDUG 6%$6% ([WUDFWLYHV OLQHUDOV 3URFHVVLQJ 6HFWRU 2LO *DV O

E $ VSLOO LV GHILQHG DV JUHDWHU WKDQ RQH EDUUHO RI K\GURFDUERQ OLTXLG
DQG LFH FRYHUHG VXUIDFHV 7KLV H[FOXGHV VSLOOV FRQWDLQHG ZLWKLQ LPS
FRQWDLQPHQW ,PSHUPHDEOH RU VXIILFLHQWO\ LPSHUYLRXV VHFRQGDU\ FRQW
EHUPV WKDW XWLOL]H OLQHUV H J HDUWKHQ EHUP ZLWK JXQLWH OLQLQJ

F .0, GRHV QRW UHSRUW WKH YROXPH LQ WKH $UFWLF DV .0, GRHV QRW RSHUDW!#

G 7KH YROXPH RI VSLOOV UHFRYHUHG LV WKH DPRXQW RI VSLOOHG K\GURFDUERC
VKRUW WHUP VSLOO UHVSRQVH DFWLYLWLHYV H[FOXGLQJ DPRXQWYV WKDW ZHUF
VSLOO VLWHY DQG DPRXQWV WKDW HYDSRUDWHG EXUQHG RU ZHUH GLVSHUVE
\HDU WKH DVVRFLDWHG VSLOO RFFXUUHG

H 8QXVXDOO\ 6HQVLWLYH $UHDV LQ WKH 8 6 DUH DV LGHQWLILHG LQ WKH 1DWLR
3+06% ,I WKH 1306 GDWD ZDV XQDYDLODEOH IRU D VSLOO ORFDWLRQ WKH SUR
:RUOG 'DWDEDVH RQ BURWHFWHG $UHDV :'3$ DQG WKH DUHDV FKDUDFWHUL]HC
86):6 ZHUH XVHG DV WKH EDVLV IRU ZKHWKHU WKH VSLOO RFFXUUHG LQ DQ 8Q>




:DWHU 8VDJH IURPERXUQE2/V VHIPHQW :

JUHVK ZDWHU ZLWKGUDZQ WKRXVDQG FXELF PHWHUV D
JUHVK ZDWHU FRQVXPHG WKRXVDQG FXELF PHWHUV D E G

JUHVK ZDWHU ZLWKGUDZQ LQWHQVLW\ WKRXVDQG FXELF PHWHUV RI I[UHVK ZDWH
%2( WKURXJKSXW EEO \U D E H |

D 6WDQGDUG 6$6% ([WUDFWLYHV OLQHUDOV 3URFHVVLQJ 6HFWRU 2LO *DV O
(3 D

E JUHVK ZDWHU XVDJH IRU ZDV XSGDWHG IURP SULRU \HDUV WR EH OLPLWHG
DERXW Rl WRWDO IUHVK ZDWHU XVDJHEXYLQHD®G/ HIPHRUNWRB &H[FOXGHV D
&2 EXVLQHVV VHIPHQW IDFLOLWLHYV

F )JUHVK ZDWHU ZLWKGUDZQ LV GHILQHG DV ZDWHU REWDLQHG IURP XQGHUJURXC
SXUFKDVHG DQG GHOLYHUHG E\ WUXFNV

G JUHVK ZDWHU FRQVXPHG LV GHILQHG DV ZDWHU WKDW HYDSRUDWHG GXULQJ ZLl
LQFRUSRUDWHG LQWR WKH SURGXFW RU VHUYLFH ,W LV DVVXPHG WKDW RI
EXVLQHVV VHIJPHQW LV FRQVXPHG VLQFH WKH PDERVL@HN R VHHP K QW WD XF/ B0

H )UHVK ZDWHU ZLWKGUDZQ LQWHQVLWE XV LRCHO/R/X @ 1B IWPHH® &\ |G HYVIKGZRQW 2 ZLWKG |
FXELF PHWHUEXEL@BVV VHIPHQW %2( WKURXJKSXW LQ EEO \U

| 7KH & EXVLQHVV VHIPHQWxXV %2( WKURXJKSXW PHWKRGRORJ\ ZDV XSGDWHG LQ
ZKLFK DOLJQV WR WKH %2( WKURXJKSXW PHWKRGRORJ\ XVHG LQ RWKHU PHWUL

DQG IUHVK ZDWHU ZLWKGUDZQ LQWHQVLW\ WRRU WHIIGRHPVD WLKRHQ XUSHEIIDW I8 G C

%2( WKURXJKSXW VHH IRRWQRWH Q RI WKH *UHHQKRXVH *DV (PLVVLRQV 2SH

‘DWHU 8VDJH IRU +\GURVWDWLF ,QWHJULW\ 7HVWL.(,?_|.]:<HHPDEUH(UQGHG

)UDH\I/EK EDgVHU ZLWKGUDZQ IRU K\GURVWDWLF LQWHJULW\ WHVWLQJ WKRXVDQG F>

D 7KH VWDQGDUG LV FRPSDQ\ VSHFLILF

E +\GURVWDWLF LOQWHJULW\ WHVWLQJ LV D SURFHVYV ZKHUH ZDWHU LV LQMHFWH(
FHUWDLQ OHYHO WR WHVW WKH LQWHJULW\ RI WKH SLSHOLQH RU WDQN 7KH Y
LQFOXGHYVY RXU WDQNV DQG LQ VHUYLFH 3+06% UHJXODWHG SLSHOLQHV

F 2XU PHWKRGRORJ\ IRU UHSRUWLQJ IUHVK ZDWHU ZLWKGUDZQ IRU K\GURVWDWL
XVDJH IRUPV ZKLFK SURYLGH PRUH SUHFLVH GDWD IRU YROXPH RI IUHVK ZDWH
DQG IUHVK ZDWHU O RDWY/G YROXPH RI I[UHVK ZDWHU XVH IRU RXU SLSHOLQH\
GLPHQVLRQV RI WKH SLSHOLQH WHVWHG DQG GLG QRW DRRRXQW DRG IUHVK ZD

YROXPH RI I[UHVK ZDWHU XVH IRU RXU WDQNV ZDV FDOFXODWHG XVLQJ WD(

0ODQXDO RI BHWUROHXP OHDVXUHPHQW 6WDQGWHIEVWOXHV IRG (GLWQEQ ZHUH
UHYLVHG EHFDXVH IUHVK ZDWHU XVH ZDWHU UHXVH DQ&QADANHW KIHR 8 V¥ HYHWRK D
HVWLPDWLRQ PHWKRGRORJ\ IUHVK ZDWHU ZLWKGUDZQ IRU K\GURVWDWLF LQW
PHWHUV IRU
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E )RU WKH \HDU HQGHG ZDVWH YDOXHV DUH EDVHG RQ LQIRUPDWLRQ DV RI $
UHSRUWHG LQ WKH \HDU WKH ZDVWH ZDV VKLSSHG .0, RQO\ UHSRUWY KD]DUGHF
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KD]JDUGRXV &RQVHTXHQWO\ ZDVWH ZLWK RQO\ VWDWH KD]DUGRXV ZDVWH FRC
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G +D]DUGRXV ZDVWH UHF\FOHG IURP 8 6 RSHUDWLRQV LQFOXGHYV VKLSPHQWYV ZL
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:DVWH 5HSRUW ,QVWUXFWLRQV DQG )RUPV (3% )RUP $ %
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D ,QFOXEGRVUV&LRQV IURP FRPEXVWLRQ RI IRVVLO IXHOV DQG QRQ UHQHZDEOH ZDV\
SURFHVV HPLVVLRQWHMRY DO 07 RV HAPHP\BHIYOR/I B@H SUHVHQWHG &DSWXUHG DQG
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