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$V ILOHG ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ RQ
5HJLVWU
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$PHQGPHQW 1R WR

JRUP )
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$QFKLDQR TKHUDSHXWLFV /WG

(IDFW 1DPH LVWUDQW DV 6SHFLILHG LQ LWV &KDUWHU

$SSOLFDEOH
RQ RI 5HJ WUDQWSYV 1DPH WR (QJOLVK

,_
<

6WDWH RI ,VUDHO 1RW $SSOLFDEOH
6WDWH RU 2WKHU -XULVGLFWLRRURPDU\ 6WDQGDUG ,QGXVWULB® (PSOR\HU ,GHQWLILFDW
,QFRUSRUDWLRQ RU 2UJDQL]DWERQ@VVLILFDWLRQ &RGH 1XPEHU
$QFKLDQR 7TKHUDSHXWLFV /WG
+LJK 7THFK 9LOODJH *LYDW 5DP 32 %R]
-HUXVDOHP ,VUDHO
$GGUHVY LQFOXGLQJ ]JLS FRGH DQG WHOHSKRQH QXPEHU LQFOXGLQJ DUHD FRG
$QFKLDQR 7TKHUDSHXWLFV
2QH .HQGDOO 6TXDUH %XLOGLQJ 6XLWH
&DPEULGJH 0%
1DPH DGGUHVV LQFOXGLQJ ]JLS FRGH DQG WHOHSKRQH QXPEHU LQFOXGLQJ
&RSLHV WR
$QQD 7 3LQHGR  $DURQ 0 /DPSHUW ,YDQ . %OXPHQWKDO 2GHG +DU (YHQ
0DVHU %URZQ //3 *ROGIDUE 6HOLJPDQ &®ROLII 0 6LOYHUPDQ 6K\ 6 %DUDQRY
$YHQXH Rl WKH $PHULADWDO $ORQ 6WUHWHQ@W] /HYLQ &RKQ 9)WWPDLIQ/ $KDURQL *D\H
1HZ <RUN 1< 7HO $YLY ,VUDHORYVN\ DQG 3RSHR 3 & 5RWKVFKLOG %RX
7HO 7HO &KU\WOHU &HQWHU 7KLHWG $YINQ X H ,VUD
1HZ <RUN 1< 7HO
7HO

$SSUR[LPDWH GDWH RI FRPPHQFHPHQW RY YRRIRVH G VDOWLWREWKHDSWHOLHKIIHFWLYHQHVV RI WKL

,| DQ\ RI WKH VHFXULWLHY EHLQJ UHJLVWHUHG RQ WKLV )RUP DUH WR EH RITHUHG RQ D GHOD\HG
IROORZLQJ ER]

.1 WKLV JRUP LV ILOHG WR UHJLVWHU DGGLWLRQDO VHFXULWLHV IRU DQ RIIHULQ XDQW WR
UHJLVWUDWLRQ VWDWHPHQW QXPEHU RI WKH HBWRILHKRULBUIHFWLYH UHJCVWUDWLR Q DWHPHQW
.1 WKLV J)RUP LV D SRVW HIIHFWLYH DPHQGPHQW ILOHG SXUVX DQW WR 5XOH F XQGHU WKH 6HF
VWDWHPHQW QXPEHU RI WKH HDUOLHU HITHFWLYH UHJLVWUDW LRQ VWDWHPHQW IRU WKH VDPH R
| WKLV )RUP LV D SRVW HIIHFWLYH DPHQGPHQW ILOHG SXUVXDQW WR 5XOH G XQGHU WKH 6HI
VWDWHPHQW QXPEHU RI WKH HDUOLHU HITHFWLYH UHJLVWUDWLRQ VWDWHPHQW IRU WKH VDPH R
QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV DQ HPHUJLQJ 3JURZWK FRPSDQ\ DV GHIL
| DQ HPHUJLQJ JURZWK FRP SDQ\ WKDW SUHSDUHV LW\3 | LQISQ FDOVH \EW FWHPM @W VN Q| DFKR WEHD Q¥
H[WHQGHG WUDQVLWLRQ SHULRG IRU FRPSO\LQJ ZLWK DQ\ QHZ RU UHYLVHG ILQDQFLDO*DFFRXQV
7KH WHUP *QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUG” UHIHUV WR DQ\ XSGDWH LVV,
&RGLILFDWLRQ DIWHU $SULO

&$/&8/$7,21 2) 5(*,675%$7,21 )((

BURSRVHG PD[LPXP DJSRRIXQWHI
7LWOH RI HDFK FODVV RI VHFXULWLHV WR EH UHJLVWHUHG RITHULQJ SULFH UHJLVWUDWLR:

2UGLQDU\ VKDUHV QR SDU YDOXH DV UHSUHVHQWHG E\ $PHULFDQ 'HSRVLWDU\ 6KDUHYV

(VWLPDWHG VROHO\ IRU WKH SXUSRVH RI FDOFXODWLQJ WKH UHJLVWUDWLRQ IHH SXUVXDQW
,QFOXGHV VKDUHV JUDQWHG SXUVXDQW WR WKH XQGHUZULWHUVY RYHU DOORWPHQW RSWLRC(C
$PHULFDQ 'HSRVLWDU\ 6KDUHV RU $'6V LVVXDEOH XSRQ GHSRVLW RI RUGLQDU\ VKDUHV UHIJI

JRUP ) (DFK $'6 UHSUHVHQWYV ILYH RUGLQDU\ VKDUHYV

5HILVWUDWLRQ IHHV LQ WKH DPRXQW RIx ZHUH SUHYLRXVO\ SDLG
7KH 5HILVWUDQW KHUHE\ DPHQGV WKLV UHJLVWUDWLRQ DWRHEG HQ BA R @/ W XIH KH 6 W WYHH CEJD@JD-NV)(—Q/V\
IXUWKHU DPHQGPHQW ZKLFK VSHFLILFDOO\ VWDWHV WE WR\NKLI-VIILHHFMLNW—UDQJ[DFF(E RVUNGIDVD HF P HZLWV K |
$FW RI RU XQWLO WKH UHJLVWUDWLRQ VWDWHPHQW VKDOO EHFRPH HIIHFWLYH RQ VXFK GDW
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7KH LQIRUPDWLRQ FRQWDLQHG LQ WKLV SUHOLPLQDU\ SURVSHFWXV LV QRW FRPSOHWH DQG P

VWDWHPHQW ILOHG ZLWK WKH 6HFXULWLHYV DQG ([FKDQJH &RPPLVVLRQ LV HIIHFWLYH 7KLV SL

VROLFLWLQJ DQ RIIHU WR EX\ WKHVH VHFXULWLHYVY LQ DQ\ VWDWH ZKHUH WKH RIIHU RU VDOH LV
68%-(&7 72 &203/(7,21 '$7(' -$18$5<

35(/,0,1%$5< 35263(&786
$PHULFDQ '"HSRVLWDU\ 6KDUHYV

=
Anchiano

$QFKLDQR 7TKHUDSHXWLFV /W
S5HSUHVHQWLQJ 2UGLQDU\ 6KDUHV
7KLV LV WKH LQLWLDO SXEOLF RIITHULQJ RI $PHULFDQ '"HSRVLWDU\ 6KDUF
UHSUHVHQWY ILYH RI RXU RUGLQDU\ VKDUHV QR SDU YDOXH 7KH $'6V Z
2XU RUGLQDU\ VKDUHVY DUH OLVWHG RQ WKH 7HO $YLY 6WRFN ([FKDQJH /
WKH ODVW UHSRUWHG VDOH SULFH RI RXU RUGLQDU\ VKDUHV RQ WK
WKH H[FKDQJH UDWH UHSRUWHG E\ WKH %DQN RI ,VUDHO RQ WKDW GDWt#
SULFH RI RXU RUGLQDU\ VKDUHV RQ WKH 7$6( RQ -DQXDU\ ZH KDY
$'6 7KH DFWXDO LQLWLDO SXEOLF RIITHULQJ SULFH ZLIDVW \E K HGWWMHHR RL BH
PD\ EH DW D GLVFRXQW WR WKH FXUUHQW PDUNHW SULFH RI RXU RUGLQ
RITHULQJ SULFH XVHG WKURXJKRXW WKLV SURVSHFWXV PD\ QRW EH LQGI

7KH $'6V KDYH EHHQ DSSURYHG IRU OLVWLQJ RQ WKH 1DVGDT &DSLWDO

‘H DUH DQ *HPHUJLQJ JURZWK FRPSDQ\" DV GHILQHG LQ WKH -XPSVWDUW
DV VXFK DUH HOLJLEOH IRU UHGXFHG SXEOLF FRPSDQ\ UHSRUWLQJ UHT

,QYHVWLQJ LQ WKH $'6V LQYROYHV D KLJK GHJUHHDIIHURN W K& N HS $5R.WSIH F
GLVFXVVLRQ RI LQIRUPDWLRQ WKDW VKRXOG EH FRQVKBHUGNG LQ F

3HU $'6 7RWDO
,QLWLDO SXEOLF RIIHULQJ SULFH 686606 6006606
8QGHUZULWLQJ GLVFRXQWY DQG FRPPLVVLRQV 66066 6060606
3URFHHGYV WR XV EHIRUH H[SHQVHV 686606 6666

6HH 38QGHUZULWLQJ" IRU D GHVFULSWLRQ RI WKH FRPSHQVDWLRQ SD\DEOH WR WKH XQ

IHLWKHU WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ@ HLVWIS B R& HGRE
GLVDSSURYHG RI WKHVH VHFXULWLHV RU GHWHUPLQHG LI WKLV SURVSH|
FULPLQDO RIIHQVH

‘H KDYH JUDQWHG WKH XQGHUZULWHUY DQ RSWLRQ IRU D SHULRG RI G
DGGLWLRQDO $'6V VROHO\ WR FRYHU RYHU DOORWYPYHQXWGHUIZDQW LDQN WK
FRPPLVVLRQV

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUV DQG RU FHUWDLQ RI WKHLU

DJJUHJDWH RIx PLOOLRQ RI WKH $'6V LQ WKLV RIITHULQJ DW WKH LQL
ELQGLQJ DJUHHPHQWY WR SXUFKDVH DQG WKHVH VKDUHKROGHUYV DQG F
WKH\ LQGLFDWH LQWHUHVW LQ SXUFKDVLQJ RU QRQH DW DOO ,Q DGGL\
VKDUHKROGHUV DQG RU WKHLU DIILOLDWHY WKDQ WKH\ KDYH LQGLFDWH
GLVFRXQW IRU WKH $'6V VROG WR VXFK VKDUHKROGHUV LQ WKLV RIIHUL
WR WKH SXEOLF

6ROH %RRNUXQQHU

2SSHQKHLPHU &R

/IHDG 0DQDJHU
IDGHQEXUJ 7TKDOPDQQ

BURVSHFWXV GDWHG O0OOO0OO0OO0O0O0 O



>

K& KEd Ed”

7TDEOH RI &RQWHQWYV

3DJH 3DJH

BURVSHFWXV 6XPPDU\ _ &HUWDLQ 5HODWLRQVKLSY DQG 5HODW
5LVN JDFWRUV ZUDQVDFWLRQV
&DXWLRQDU\ 1RWH 5HJDUGLQJ )Y RVWAMUSWLRQ RI 6KDUH &DSLWDO

/RRNLQJ 6WDWHPHQWYV _ 'HVFULSWLRQ RI $PHULFDQ 'HSRVLWDU\
BULFH 5DQJH RI_2XU 2UGLQDU\ € 6KDUHV
([EKDQJH 5DWHV o 6KDUHV (OLJLEOH IRU )XWXUH 6DOH
8VH RI 3URFHHGV . 7D[DWLRQ DQG *RYHUQPHQW 3URJUDPV
'LYLGHQG 3ROLF\ _ B8QGHUZULWLQJ e
&DSLWDOL]DWLRQ _ /HJDO ODWWHUV _
"LOXWLRQ (sHuwyv _

6HOHFWHG &ROVROLGDWHG_)LQ (QIRUFHDELOLW\ RI &LYLO /LDELOLWLH\

ODQDJHPHOW{V 'LVFXVVLRQ DQQA[SHYHN BHODWHG WR WKLV 2IIHULQJ
RI JLODQFLDO &RQGLWLRQ DQCKHUH <RX &DQ )LQG $GGLWLRQDO

2SHUDWLRQV _ .QIRUPDWLRQ
Y%XVLQHVV _ ,QGH[ WR &RQVROLGDWHG )LQDQFLDO
ODQDJHPHQW BSWDWHPHQWYV J

B3ULQFLSDO 6KDUHKROGHUV

1HLWKHU ZH QRU DQ\ RI WKH XQGHUZULWHUV KDYH DXWKRUL]JHG DQ\RQ
FRQWDLQHG LQ WKLV SURVSHFWXV DQ\ DPHQGPHQW WR WKLV SURVSHF
RU RQ RXU EHKDOI :KHQ \RX PDNH D GHFLVLRQ DERXW ZKHWKHU WR LQ
LQIRUPDWLRQ RWKHU WKDQ WKH LQIRUPDWLRQ LQ WKLV SURVSHFWXYV L[
EHKDOIl 1HLWKHU WKH GHOLYHU\ RI WKLV SURVSHFWXV QRU WKH VDOH
SURVSHFWXV LV FRUUHFW DIWHU WKH GDWH RI WKLV SURVSHFWXV 7KL
RITHU WR EX\ WKHVH $'6V LQ DQ\ FLUFXPVWDQFHYVY XQGHU ZKLFK WKH RI

8QWLO DQG LQFOXGLQJ OOOOOODBO 00 GD\V DIWHU WKH GDWH R
WKH $'6V ZKHWKHU RU QRW SDUWLFLSDWLQJ LQ WKLV RIIHULQJ PD\ EH
DGGLWLRQ WR WKH GHDOHUfV REOLJDWLRQ WR GHOLYHU D SURVSHFWX
DOORWPHQWYV RU VXEVFULSWLRQV

JRULQYHVWRUV RXWVLGH RI WKH 8QLWHG 6WDWHV 1HLWKHU ZH QRU D
SHUPLW WKLV RITHULQJ RU SRVVHVVLRQ RU GLVWULEXWLRQ RI WKLV SU
SXUSRVH LV UHTXLUHG RWKHU WKDQ LQ WKH 8QLWHG 6WDWHV <RX DU
DQ\ UHVWULFWLRQV UHODWLQJ WR WKLV RIITHULQJ DQG WKH GLVWULE X\

7KLV SURVSHFWXV LQFOXGHV VWDWLVWLFDO PDUNHW PR S XDV U\ €
DYDLODEOH LQIRUPDWLRQ DQG LQGHSHQGHQW LQGXVWU\ SXEOLFDWLR(
7KHVH SXEOLFO\ DYDLODEOH LQGXVWU\ SXEOLFDW L RQR UP@® URIG R U R/
VRXUFHV WKDW WKH\ EHOLHYH WR EH UHOLDEOH EXW WKH\ GR QRW JX
LQIRUPDWLRQ 3RWHQWLDO PDUNHW VL]H LQIRUPDWLRQ LQFOXGHG LQ \
LQGHSHQGHQW UHVHDUFK WKDW ZH FRPPLVVLRQHG LQ IURP 7KH 1HF
IRFXVHG RQ WKH OLIH VFLHQFHV LQGXVWU\ 7KH GDW DL IMPWRLRYCHW D QXX |
ZH KDYH QRW LQGHSHQGHQWO\ YHULILHG WKH DFFXUDF\ RU FRPSOHWH
QRW WR SODFH XQGXH UHOLDQFH RQ VXFK GDWD
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7KLV VXPPDU\ GRHV QRW FRQWDLQ DOO RI WKH LQIRUPDWLRQ \R
VKRXOG UHDG WKLV VXPPDU\ WRJHWKHU ZLWK WKH PRUH GHWDL
35LVN )DFWRUV ~
&RQGLWLRQ DQG 5HVXOWY RI 2SHUDWLRQV ~

X VKRX
OHG LQ

S6HOHFWHG &RQVROLGDWHG )LQDQFLDR) )DWDQFLOD®D.
2% XVLQHVV DQG RXU XQD

VWDWHPHQWY DQG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DRG WKH

EHIRUH PDNLQJ DQ LQYHVWPHQW LQ WKH $'6V $00 XNWIHURDQFHW
3 RPSDQ\" DQG VLPLODU GHVLJQDWLRQV UHIHU WR $QFKLDQR 7K
VXEVLGLDULHV 7KH WHUP 21,6° UHIHUV WR 1HZ ,VWROH®UBKG NBQ
WHUPV 3 GROODU" RU ®* ~ UHIHU WR 8 6 GROODUV WRW KHUZA X\DHFD
86 GROODU WUDQVODWLRQV RI 1,6 DPRXQWY SUHVHQWHG LQ W
EDVHG RQ WKH H[FKDQJH UDWHV UHSRUWHG E\ WKH %DQN RI ,V{
JLQDQFLDO 5HSRUWLQJ 6WDQGDUGV RU ,)56 DV LVVXHG E\ WKH
1RQH RI WKH ILQDQFLDO VWDWHPHQWY SUHVHQWHG LQ DMXQW SU
DFFHSWHG DFFRXQWLQJ SULQFLSOHV LQ WKH 8QLWHG 6WDWHYV

2YHUYLHZ

WHR 3$C
HUDSH
§ WWKKHH
QG HRDA
KLV SU
DHO R(
L, QWHU
RVSHFV
RU 8 6

‘H DUH D FOLQLFDO VWDJH ELRWHFKQRORJ\ FRPSDQ\ FRPPURWHHE KMR H

VWDQGDUG WUHDWPHQW IRU HDUO\ VWDJH EODGGHU FDQFHU Z}
GLVFRYHUHG DQG DUH GHYHORSLQJ D ELRORJLF DIJHQW FDOOHG

LFK LV
LQRGL

FDQ GHOLYHU D QHZ WUHDWPHQW WR SDWLHQWYV ZKRDKDY¥FHL Q SMWR[R @ VWY

%ODGGHU FDQFHU LV D GLVHDVH WKDW W\SLFDOO\GRDXWVHVYHQ WY

WARKCH  H

SDWLHQW DQG WKH WUHDWLQJ SK\VLFLDQ ZLWK DQ RSSRUWXQLW\ WR J

RI HILVWLQJ WKHUDSLHVY GHYHORSHG LQ WKH V. RIWHQ UHVX
FDQ HQG LQ WKH UDGLFDO UHPRYDO RI WKH EODGGHU

2XU OHDG SURGXFW FDQGLGDWH LQRGLIWDJHQH LV [ W RSP
ZKRVH WKHUDS\ IRU HDUO\ VWDJH EODGGHU FDQFHU KDV IDLOH(
DQG FOLQLFDO WULDOV FRPSOHWHG VR IDU KDYH GHRRQVMQHW
VSHFLILFDOO\ WR EODGGHU FDQFHU FHOOV LQ D SDWID-OQW 9V E@
ZH EHOLHYH RXU SURGXFW FDQGLGDWH LQRGLIWDJHQH KDV WH
GHOD\LQJ RU LQ VRPH FDVHV HOLPLQDWLQJ GLVHDVH SURJUHVV
TXDOLW\ RI OLIH $OWKRXJK WKHUH FDQ EH QR DVVXUDQFH EDV
$GPLQLVWUDWLRQ RU )'$ DQG RWKHU LQWHUQDW ISRIRD O DLPHZ M K
DFFRPSOLVKHG WR GDWH SURYLGHV D IRXQGDWLRQ IRU WKH UH
ZLGH GLVWULEXWLRQ RI RXU SURGXFW FDQGLGDWH 7KH SDWLH
HI[KLELWY D VLJQLILFDQW XQPHW QHHG IRU PRUH HIIHFOARLSYHHQQ
LQFOXGHYVY WZR SLYRWDO FOLQLFDO VWXGLHV G MAW/DW HGRWHRWXGE
DFFHVV WR D ODUJH VKDUH RI WKLV DIIHFWHG SRBEODRDRIKH V7 K

%ODGGHU FDQFHU DIIHFWV D ODUJH SRSXODWLRQ L QDW K SSHOH-WVH
DSSUR[LPDWHO\ QHZ FDVHV RI EODGGHU FDQFHU ZRXOG EH
FDVHV LQ WKH (XURSHDQ 8QLRQ DUH H[SHFWHG WR EH GLDJQRYV
QRQ PXVFOH LQYDVLYH EODGGHU FDQFHU RU 10,%& LTIKEVWNVRWH
FDQFHU XVXDOO\ FDXVHV VI\PSWRPV DV VRRQ DV LW RGSH FHIDRBAEX
VXUJLFDO UHVHFWLRQ DQG PHGLFDO WKHUBSYHWKDWQA \D GEISW D
DUH DWWHPSWHG 7KH VWDQGDUG PHGLFDO WUHDWPHOW MVX B
EDFWHULD DGPLQLVWHUHG LQWR WKH EODGGHUIIBRWW WW KDW PY
UHFXUUHQFH $V D FRQVHTXHQFH RI WKH SURORQJHG QDWXUDO
IDLOXUHV LW ZDV HVWLPDWHG WKDW LQ WKH 8HW HAIBUHWDYNDH O

SDWLHQWYV ZHUH OLYLQJ ZLWK EODGGHU FDQFHU ORUHRYH
6WDWHYV ZLWK DQQXDO FRVWV WKDW KDYH EHHQ HVWLPDWHG D
QHDULQJ '"HVSLWH WKH QHHG IRU QHZ DSSURDFKHYVY WR W
WKH )'$ IRU WKH

OW LQ

(QHOQWAW
5 WKLV
HG WKD
DEGXO
H SRWI
LRQ D
HG RQ
CDOW RIU V
IXODWEF
OW SRS
5S 0D I
BJURDVV S|
LV GLII

HE \§ WD
GLDJQI
HG LQ

% GID G ¢
DWWV R3Q
RVGHIEO DW
FERORYV
A QWX R/
KLVWR
DEOH T
U LW L
W RYHU
KHUDS\
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WUHDWPHQW RI1 10,%& VLQFH
SRSXODWLRQ WKDW LV LQ GHVSHUDWH QHHG RI QHZ WKHUDSLHYV

2XU OHDG SURGXFW FDQGLGDWH LQRGLIWDJHQH LV D ELRORIJL
EODGGHU FHOOV LQ D PDQQHU WKDW UHVXOWYV LQ WKH JHQHTV

SDWLHQWYV ZLWK EODGGBHM FDQFHU Zk

FDO DJI
EHLQJ [

RI RQO\ WKH PDOLJQDQW FHOOV 7KH HQJLQHHUHG JHQH KDV EHHQ FRP
RSWLPL]JHVY WKH HIILFLHQF\ RI LWV GHOLYHU\ WR WLMWXRI L QR 5 HAMD PHHC

E\ RI WDUJHW FHOOV DIWHU D VLQJOH H[SRVXUH

‘H KDYH WHVWHG LQRGLIWDJHQH LQ VL[ FOLQLFDO WULDOV WKUHH RI :

VXEVWDQWLDO DQWL WXPRU DFWLYLW\ 7KH GDWD IURRVWHKWHVW
LQRGLIWDIJHQH FDXVHVY FRPSOHWH UHVSRQVHV LQ
WKDW RQH \HDU DQG WZR \HDU UHFXUUHQFH IUHH VXUYLYDOV D
LORGLIWDIJHQH ZLWK %&* WKH VWDQGDUG RI FDUH IRU 10,%& Z
DQG VL[ PRQWKY UHVSHFWLYHO\

‘H EHOLHYH WKDW WKHVH VWXGLHY VWURQJO\ VXSSRUW WKH SR

KBW 10,

RHEWOBREMHWU FDQF

U H D
LWK UH

WHQWL

SDWLHQWYV 7KHUH DUH WZR GLVWLQFW SRSXODWLRQV RI XQPHW QHHG

ZKRP WZR WUHDWPHQWYVY ZLWK VWDQGDUG %&* KDYH IDLOHG ZK

R DUH \

ROQH %&* WUHDWPHQW KDV IDLOHG $FFRUGLQJO\ ZH DUW IFFRQWYWFIVLQJ
VLQJOH DUP VWXG\ RI LQRGLIWDJHQH LQ SDWLHQWYV ZLWK %&* XQUHVSI
ZKRVH GLVHDVH KDV UHFXUUHG DIWHU D VLQJOH FRXUVH RI VWDQGDUG

UHYLHZHG E\ WKH )'$ DQG RWKHU LQWHUQDWLRQDO UHJXODWRU

\ ERGLEI

GHVLJQDWLRQ IRU UHJXODWRU\ UHYLHZ $GGLWLRQDOO\ WKH 3KDVH
RU 63%$ E\ WKH )'$ 7KLV LV D FRPSHWLWLYH DUHD IRU GUXJ GHYHORSPI

WUHDWPHQWY IRU 10, %& WR UHJXODWRU\ VXEPLVVLRQ DQG WR

PDUNHMW

WULDOV E\ RXU FRPSHWLWRUV WKDW DGGUHVV WKH %&* XQUHVS$RQVLY|

GHYHORSPHQW SURJUDP LQ SDWLHQWYV ZKRVH GLVHDVH UHFEXUYV
RXU FRPSHWLWRUV %DVHG RQ PDUNHW GDWD LQFOXGLQJ D FR
SRWHQWLDO PDUNHW IRU LQRGLIWDJHQH VKRXOG LW DFKLHYH
WKH (XURSHDQ 8QLRQ DQG -DSDQ LV RYHU ELOOLRQ

‘H EHOLHYH WKDW WKH LQRGLIWDJHQH GHYHORSPHQW SQ®R Z DX/
PHHW WKH UHJXODWRU\ UHTXLUHPHQWY IRU WKH GHYHORSPHQW

DIWHU
PPLVVLI
UHJXOD

VQRH D U
RI D Q
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2XU 3LSHOLQH

7KH IROORZLQJ WDEOH VXPPDUL]HV WKH FOLQLFDO GHYHORSPHQW SUR

3KDVH 1R '/7 QR 07" &
35
,ORGLIWDJHQH 3KDVH &5 \U 5)6
3LYRWDO 3KDVH ,QLWLDWLRQ 4
&RGH[ &0OLQLFDO
10, %& 7ULDO
,Q%GLHNDJHQH ZLWK 3KDVH JHDVLEOH PRQW
% & PRQWK 5)6
3LYRWD O$@DQQHGIRU
/HR &OLQLFD
7ULDO

SDQFUHDWLF GRQIFINMD JHEXKD V H 35 LQ LQRGLIWDJ

SDWLHQWYV

35 PHGLDQ 3)6
PRQWKYV

&5 R1 PDOLJQDQW
FRPSDVVLRQDWH X

,QRGLIWDJHQH ZLWK 3KDVH
HPFLWDELQH
GROL

J
2YDULDQ FDQ IWDJHQH 3KDVH

&5 FRPSOHWH UHVSRQVH '/7 GRVH OLPLWLQJ WR[EBRWUHWV/AVLRQ
VXUYLYDO 35 SDUWLDO UHVSRQVH 5)6 UHFXUUHQFH IUHH VXU

7KH HPSKDVLV RI RXU GHYHORSPHQW SURJUDP LV RQ 10,%& DQ
SDQFUHDWLF RU RYDULDQ FDQFHU 7KH VL[ FRPSOHWFIBGWBLP O\
PHGLFDO FHQWHUV LQ ,VUDHO DQG WKH WZR SLYR\WDQ VOVX GALH]
FRQGXFWHG LQ WKH 8QLWHG 6WDWHY DQG LQWHUQDWLRQDOO\

7KH BUREOHP /DFN RI (IITHFWLYH OHGLFDO 7KHUDSLHV IRU 5HFX

2l WKH DSSUR[LPDWHO\ QHZ FDVHV Rl EODGGHU FDQFHU HJ[¢
DSSUR[LPDWHO\ ZLOO EH 10,%& %ODGGHU FDQFHU LV PRUH H
6WDWHV LW LV WKH IRXUWK PRVW FRPPRQ FDQFHU GLDJQRVHG
LV DOVR FRQVLGHUHG WKH FRPELQHG ZRUOGZLGH SRS XRDMH®

QHZ FDVHV SHU \HDU 7KH GLVHDVH WHQGV WR SURJUHVV |
DQG XOWLPDWHO\ SRWHQWLDOO\ GHDWK 7KH JHQHUQ@ Q WRDHD RO
DV WR SUHYHQW VXFK SURJUHVVLRQ 10,%& LV D FDQFHU WKDW

5)6

HQH DOF

DVFLWI
VH

[LUPEKHP \
YLYDO

5 DW WI
GHWDI
VO WHH

JUHQW

SHFWHC
RPPRQ
LQ PHQ
DIIHFY\
URP LW
W\K\M D D
LV VLW

7\SLFDOO\ 10,%& LV GHWHFWHG HDUO\ LQ LWV FRXUVHL D& HW KWXPRWW D

I[UHTXHQW ILUVW VI\PSWRP LV EORRG LQ WKH SDWLHQWTV XULQH
WKH LQQHU VXUIDFH RI WKH EODGGHU XVLQJ D FA\VWRVFRSH DQ
HIDPLOQDWLRQ 7KH XURORJLVW VXUJLFDOO\ UHPRYHV KIXWDHFWLH3
OHDG LW WR EH FODVVLILHG DV RI LQOWHUPHGLDWH RU KLJK ULV
DUH LQWURGXFHG WKURXJK D FDWKHWHU LQWR WKEKERPHEEH 8 Q
DQG -DSDQ DQQXDOO\ WKHUH DUH RYHU FDVHV RI 10,%& W

8QPHW 1HHG LQ 10,%&

7KH )'$ DSSURYHG VWDQGDUG RI PHGLFDO FDUH IRU LQWHUPHG|
OLYH WXEHUFXORVLY WKDW KDV EHHQ DWWHQXDWHG RU ZHDNH
RI WUHDWPHQW $OWKRXJK LQLWLDO UHVXOWY ZLWKQ%H&R @ UB UH
RFFDVLRQV WKH FRQWUDFWLRQ E\ WKH SDWLHQW R IUINRWNKBXOUW
%&* WKHUDS\ DUH HVWLPDWHG E\ H[SHUWV LQ WKH ILHOG WR EH
DIDLOHG ILUVW WUHDWPHQW XURORJLF SUDFWLFH JXLGHOLQH

(YDOX
G GLDJ!
H QYW LV
N IRU U
HREVWL
KDW DL

DWH D
DHG LQ
PRG VL
M ERH U F X

E\ I
/ UHFRI
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VHFRQG FRXUVH RI %&* EH DWWHPSWHG :KHQ XVHG D VHFRQG W
VHFRQG FRXUVH RI %&* LV HYWLPDWHG WR EH DSSUR[LPDWHO\

IDLOXUH RI %&* WUHDWPHQW ‘H EHOLHYH WKHUH DUH WZR SRS
ZKR KDYH H[SHULHQFHG UHFXUUHQFH IROORZLQJ WZR FRXUVHYV
UHFXUUHQFH IROORZLQJ RQH FRXUVH RI %&*

)RU WKH SDWLHQW ZKR KDV EHHQ WUHDWHG ZLWK WZR FRXUVHV
RWKHU PHGLFDO WKHUDSLHV WKDW DUH UHFRPPHQGHG DV WKH
H[SHULPHQWDO WUHDWPHQWY KDYH EHHQ WHVWH® W WKKRIWH{ 10|
KDV IDLOHG WR UHVSRQG DIWHU WZR WUHDWPHQWYV ZLWK %&* D
XQUHVSRQVLYH 10,%& /DFNLQJ D VWDQGDUG )'$ DSSURYHE @G G
WKDW WKHVH SDWLHQWVYV XQGHUJR UDGLFDO F\WVWHFWRP\ RU EO
10,%& SRSXODWLRQ LV IRU QHZ WKHUDSLHV IRU SDWLHQWV ZKR
XQVXFFHVVIXO ZKR QHHG D WKLUG OLQH RI WKHUDS\ DQG ZKR
DFFRPSDQ\ WKH UHPRYDO RI WKH EODGGHU 2XU ILUVW SODQQH
EH D 3KDVH VWXG\ Rl LQRGLIWDJHQH WKHUDS\ IRU SDWLHQWV
VXSSRUW )'$ DSSURYDO IRU WKH LQGLFDWLRQ RI %&* XQUHVSRQ

7KH VHFRQG XQPHW QHHG LQ WKH WUHDWPHQW RI 10,%& LV IRU
FRXUVH RI %&* WKHUDS\ KDV IDLOHG 7KHVH SDWLHQWY DUH DW
WUHDWPHQW DQG IRU EHFRPLQJ %&* XQUHVSRQVLYH 7KHUH LV
WUHDWPHQW LQ WKH VHFRQG OLQH VR DV WR SUHYHQW RU GH
WUHDWPHQW KDV IDLOHG D VLQJOH FRXUVH RI %&* FRPSULVH D
IDLOHG WZLFH 2XU VHFRQG SODQQHG FOLQLFDOWHULDW X®KHQ/H
ZKRVH ILUVW WUHDWPHQW ZLWK %&* KDV UHVXOWHG LQ UHFXUU
VWXG\ KDV EHHQ JUDQWHG DQ 63% E\ WKH )'$ DQ HQGRUVHPHQW
HQGSRLQW ZLOO VXSSRUW DSSURYDO LQ WKLV SRSXODWLRQ LI

GHYHORSPHQW SODQ DQG SLYRWDO FOLQLFDO WULD®VLQ STDUNL i
XQLTXHO\ DGGUHVVLQJ WKLV DVSHFW RI WKH XQPHW QHHG RI 1(

7KH )'$ DQG OHDGLQJ XURORJLFDO VRFLHWLHY KDYH ZRUNHG WH
DIJHQWV IRU %&* XQUHVSRQVLYH GLVHDVH DQG WKLV DSSURDFK
)'$STVXLGDQFH IRU ,QGXVWU\ RQ %&* XQUHVSRQVLYH 1RGIPKV¥BH
GHYHORSHG LQRGLIWDJHQH LQ FORVH FROODERUDWLRQ ZLWK O
DQG FRQVHTXHQWO\ RXU FOLQLFDO UHVHDUFK SURJUDP DGKHUH
QHZ DJHQWYV WR WUHDW %&* XQUHVSRQVLYH 10,%&

2XU 6ROXWLRQ

,QRGLIWDJHQH IRUPHUO\ NQRZQ DV %& LV D ELRORJLFDO DJ
LQWR FHOOV ,W LV RQO\ DFWLYDWHG LQ PDOLJQDQYW WHKEOV, W (
VSHFLILFDOO\ WDUJHWHG WKHUDS\ ,W LV FRQAHHYMG/ \ER IRS W\ E
F\WRWRI[LF HIIHEFWV LQ FDQFHU FHOOV RQO\ ,QRIGQFRDSRQBMLR
RI D JHQH IURP QRUPDO KXPDQ FHOOV NQRZQ DV + ZKLFK LV Q
+ LV WXUQHG RQ LQ FDQFHU FHOOV LQ EODGGHU FDQFHU LQ §
VSHFWUXP RI RWKHU PDOLJQDQFLHY 6LQFH LQRGLIWDJHQH LV \
DOVR EH H[SORLWHG WR GLUHFW RWKHU JHQHV WR EH WXUQHG

,QRGLIWDJHQH LV DQ HQJLQHHUHG '1$ SODVPLG WKDW OLQNV W
'LSKWKHULD EDFWHULD FDOOHG 7R[LQ $ RU '7$ 7KH + FRQWUR
LOQRGLIWDIJHQH HQWHUV D QRUPDO FHOO FDUU\LQJ LQWR WKH F
TXLHVFHQW DQG '7$ LV RIl +RZHYHU ZKHQ LQRGLIWDJHQH HQW
FRQWUROV DFWLYDWH WKH '7$ JHQH 7KH UHVXOW LV WKH SURG
DELOLW\ WR PDNH RWKHU SURWHLQV NLOOLQJ WRHLFHOR F DIKOHF H
QRW WR QRUPDO FHOOV
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,QRGLIWDJHQH KDV EHHQ H[WHQVLYHO\ FKDUDFWHUL]HG LQ WKH
HQKDQFHV LWV DELOLW\ WR HQWHU WDUJHWXNVH QRQW UD Q GRIL \F HOI(
LWV '"1$ LQWHUQDOL]H LW :H FDQ GHPRQVWUDWHWXHKD"'W$WHKIHR WHH
PDGH DSSURSULDWHO\ DQG WKDW WKH '7$ NLOOV U HRLSV HQK\D W
LOQRGLIWDIJHQH FDXVHV JURZWK LQKLELWLRQ RU UHJUHVVLRQ RI
WLVVXH FXOWXUHY DQG LQ DQLPDO PRGHO V\VWHRW WVBEHQLIKDY
LWV FOLQLFDO XWLOL]JDWLRQ

&OLQLFDO 'DWD DQG 2XU '"HYHORSPHQW 30DQ

7R GDWH ZH KDYH FRQGXFWHG VL[ FOLQLFDO WULDOV RI LQRGL
ZHUH FRQGXFWHG LQ RYDULDQ FDQFHU DQG SDQFUHDWLF FDQFH
WKLV WLPH +RZHYHU WKH UHVXOWYVY RI WKH VWXIGG&BW H QV WH HQ
PHFKDQLVP RI DFWLRQ LQ FDQFHU 7KH RWKHU WKUHH FIRIFXLF DY
WKLV GLVHDVH DQG RXU SODQQHG SLYRWDO F O LQLIFEIHIG WULR. DG K
UHJXODWRU\ DSSURYDOV LQ 10,%&

,QRGLIWDJHQH &OLQLFDO 7ULDOV

,QRGLIWDJHQH ZDV LQLWLDOO\ VWXGLHG DV D RAR\PLSDPMV LIRXFIDX i
FDQFHU DQG RYDULDQ FDQFHU 7KH ILUVW SDWLHQW ZLWK RYDU
GLVHDVH WKDW KDG EHFRPH UHIUDFWRU\ WR SODWLQXP FRQWD
UHVXOWLQJ LQ WKH DFFXPXODWLRQ RI PDOLJQDQWHIRRPXLEQRDRIOI

ODERL
) 7 LHH[CS\R
D LV W
HoOV

VHYHU
H/ VKSR t

IWDJHQ
iU IRU
R & DIQVD
D RVQU L D
9 UHRY HJ D

IXQVH L\@ k
LDQ FD
| QLQJ F
HGR BV FV

LOQWR KHU PDOLJQDQW DVFLWHY DW ZHHNO\ RU E LHRH HOR RLIFQS/DOHIWWHD O V

UHVROXWLRQ RI KHU PDOLJQDQW DVFLWHYV D ILQGLQJ FRQILUPH

,QRGLIWDJHQH ZDV DOVR WHVWHG LQ ORFDOO\ DG/ DIQ RHIGSDR/E H
DGYDQFHG SDQFUHDWLF FDQFHU XQGHUZHQW LQWUD WXPRUDO

WXPRU VKULQNDJH ZDV GHPRQVWUDWHG LQ WKUHH SDWLHQW
ZLWK LQRGLIWDJHQH DQG WZR RI ZKRP UHFHLYHG LQRGLIWDJH
DGPLQLVWUDWLRQ RI LQRGLIWDJHQH LQ FRPELQDWLRQ ZLFMIG JH
XQUHVHFWDEOH SDQFUHDWLF FDQFHU OHGLDQ SURJUHVVLRQ IU
WUHDWPHQW WKDW D SDWLHQW OLYHV ZLWK WRMW G IZ\DH/DV HD @ BW
LQ WZR JURXSV ZLWK RQH SDWLHQW H[SHULHQFLQJ D SDUWLDO
LV WKH FDVH IRU LQRGLIWDJHQH LQ RYDULDQ FDQFHU DGPLQLV
SDQFUHDWLF FDQFHU LQGLFDWHY SRWHQW DQWL FDQFHU DFWL

‘H KDYH VWXGLHG LQRGLIWDJHQH LQ WKUHH FOLQLFD & QWU 1D O 4
DQ LGHDO FDQFHU WR VWXG\ FOLQLFDOO\ ZLWK WKLYV DJHQW )L
JHQH ZKLFK LV UHTXLUHG IRU WKH DFWLYDWLRQ RI LQRGLIWDJH
FXOWXUH H[SHULPHQWY DQG LQ DQLPDO PRGHOV VKRZV WKDW L
JURZWK )LQDOO\ WKH DELOLW\ WR LQVWLOO LQRGLIWDJHQH LQ
%&* RU FKHPRWKHUDS\ LV DGPLQLVWHUHG SURYLGHV WKH RSSH
LOQRGLIWDIJHQH WKDW ZLOO EH OHWKDO WR WKH FDQFHU LQ D F

7KH ILUVW FOLQLFDO WULDO RI LQRGLIWDJHQH LQQ Y®R 0&HSDS\DLWM
KDG EHHQ WUHDWHG ZLWK %&* DQG ZKRVH WKHUDS\ KDG IDLOHG(
WUHDWHG ZLWK LQFUHDVLQJ GRVHV RI LQRGLIWDJH QH HQW VGRM
SULRU WR WUHDWPHQW DV LV VWDQGDUG EXW RQH WXPRU ZDYV
LOQRGLIWDIJHQH WKHUDS\ FRXOG EH DVVHVVHG GLUHMPWBQ H kKR XQ
WROHUDWHG DQG WKDW QR WR[LFLW\ ZDV LGHQWLILHG WKDW Z
,PSRUWDQWO\ IRXU SDWLHQWYV RU KDG D FRPSOHWH GLVDS
SDWLHQWY KDG D SDUWLDO VKULQNDJH RI WKHLU PDUNHU WXPR
10,%& SDWLHQWYV ZKRVH %&* WKHUDS\ KDG IDLOHG
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7KH VHFRQG FOLQLFDO WULDO ZDV D 3KDVH VWXG\ LWIHHGVLQ

SUHFHGLQJ 3KDVH FOLQLFDO WULDO $ WRWD@ RIH F X3 DUMIGHD
ZKLFK SULRU LQWUDYHVLFDO WKHUDS\ KDG SURYHQ LQHIIHFWLY|
SHUIRUPHG DQG D PDUNHU OHVLRQ ZDV OHIW LQ SODFH

KH GR'
&/, BB UF
H $Vv zZ

,Q WKLY VWXG

WR LQRGLIWDJHQH WKHUDS\ UHVXOWLQJ LQ FRPSOHWH GLVDSSHDUDQF

/IRQJ WHUP IROORZ XS GHPRQVWUDWHY WKDW RI SDWLHQWYV U
WZR \HDUV

HPDLQ

‘H DOVR KDYH VWXGLHG WKH DGPLQLVWUDWLRQ RI LQRGLIWDJHQH LQ F

HQUROOHG
WRJIJHWKHU LQ D VL[ ZHHN RU
IUHH DQG DW VL[ PRQWKYV
IUHH Rl GLVHDVH SURJUHVVLRQ
WKH UHVXOWV Rl WKHUDS\ ZLWK %&*

SDWLHQWY ZKR ZHUH FDQGLGDWHY IRU %@6& Wok&H U [

‘H EHOLHYH WKLV GDWD LV H
FRPSDUHG ZLWK WKHUDS\

3DWKZD\ IRU 5HIXODWRU\ $SSURYDO

7KHUH DUH WZR FOLQLFDO VFHQDULRYV LQ ZKLFK WKHQXGP H W QW
SDWLHQWY QHHG QHZ DJHQWYV LQ WKH WKLUG OLQH
VHFRQG OLQH

MMEC Gungary Tt
A s
Diagrasis trmn B0G Recurranca

Sairgary 2nd
e
iheen GG ReGurnnce

~\

Linmiat Seoand-line nesd; e
batter dnag than a second BCG
Eraaimant Lao Clinical Triadl

S Aadical cysiectomy

Livimad thind-Emss nasedl naw

drug nstead of surgery.
Coger Chinical Tris

‘H KDYH LGHQWLILHG WZR XQPHW QHHGVY DQG ZH DGGUHVV ERW
EHHQ GHVLIJIQHG ZLWK VLJQLILFDQW LQSXW IURP WKRXJKW OHDGQG
ZLWK UHJXODWRU\ JXLGDQFH

2XU ILUVW VWXG\ LV WKH &RGH[ &0LQLFDO 7ULDO 7KH &RGH][ &(
EHFRPH %&* XQUHVSRQVLYH DQG ZKR DUH LQ QHHG RI WKLUG O
UHFXUUHG WZLFH DIWHU VWDQGDUG %&* WKHUDS\ DQG ZKRVH V
HQUROO DSSUR[LPDWHO\ SDWLHQWY LQ DERXW OHDGLQJ X\
HQGSRLQW ZLOO EH WKH FRPSOHWH UHVSRQVH UDWH RI WKH VX
VXEW\SH DQG LWV ILUVW VHFRQGDU\ HQGSRLQW ZLOO EH WKH §
DIWHU WKHUDS\ ,QLWLDO GDWD IURP WKH VWXG\ LV H[SHFWHG
LQGLFDWLRQ RI WKH WUHDWPHQW RI %&* XQUHVSRQVLYH 10,%&

2XU VHFRQG VWXG\ LV WKH /HR &0OLQLFDO 7ULDO 7KNHHRQE DQ
WKHUDS\ ZKRVH GLVHDVH KDV IDLOHG WUHDWPHQW ZLWK D VIHF
FRXUVH $SSUR[LPDWHO\ SDWLHQWY ZLOO EH HQUROOHG LQ
DVVLIQ WKHLU WKHUDS\ WR HLWKHU VWDQGDUG %&* RU LQRGLI\
FRPSDULVRQ RI WKH PHGLDQ WLPH WR UHFXUUHQFH LQ WKH WZH
LOQGLFDWLRQ RI WKH WUHDWPHQW RI SDWLHQWYV ZKRVH ILUVW F
63% E\ WKH )'$ LQ VXSSRUW RI WKLV REMHFWLYH ‘H DQWLFLSDW

2XU &RPSHWLWLYH 6WUHQJWKYV

,QRGLIWDJHQH LV D WDUJHWHG WKHUDS\ 2XU SURGXFW FDQGLG
VSHFLILFDOO\ LQ FDQFHU FHOOV 7KLV KDV WHRWHLM FWRYFHRMW Ul
FDQFHU 7KH VHFRQG LV WKDW WKH F\WRWR[LF HIIHFW LV OLPLW

S\ 3DV

ZHHN FRXUVH RI LQGXFWLRQ WKHUDS\
ZHUH UHFXUUHQFH IUHH $W PRRQRWKYV

RQVLV\
ZLWK %

HG IRU

%&* XQUHVERQVLY
IDLOHG %&* VLWXDWLRQ 7KH WUHDWPHQW DOJRULWKP |
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DFDRI 7L
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2XU FOLQLFDO GDWD VWURQJO\ VXSSRUW WKH DFWLYLWF®&IL QIORGL MWMDLII
LQ SDWLHQWYV ZLWK FDQFHU WKUHH LQ 10,%& SDWLHRDOFBQ G MWWKDMH L
GHPRQVWUDWHG FRPSOHWH UHVSRQVHV LQ XQUHVHFWHG HEQW @E-HLL ¥ DV
DJDLQVW WKH GLIILFXOW WR WUHDW PDOLJQDQFLHWRG W Q FADHIL\E DRV B ¢
DOQWL WXPRU PHFKDQLVP RI DFWLRQ RI LQORGLIWDJHQH LQ PXOW|LSOH W

2XU *URZWK 6WUDWHJ\
7KH NH\ HOHPHQWYV RI RXU JURZWK VWUDWHJ\ DUH DV IROORZV

$ (([HFXWH WKH FOLQLFDO GHYHORSPHQW SURJUDP RI L2XXRIGILLIWMPA HOQHS \

KLIKHVW SULRULW\ LV WR H[HFXWH WKH FOLQLFDO GHYHORSH
OLQHDU SDWK WR DSSURYDO IRU RXU DJHQW LQ WZR UHODWH
SUHOLPLQDU\ FOLQLFDO GDWD LQ EODGGHU FDQFHU LQ DGG|
VXSSRUW RXU SURJUDP GHVLJQ 7KH )'$ KDV SURYLGHG SRVL
7ULDO ZKLFK LV XQGHUZD\ DQG KDV JUDQWHG XV DQ 63% HQ
5HIJXODWRU\ DJHQFLHV LQ WKH (XURSHDQ 8QLRQ DQG &DQDG]
SRVLWLYH IHHGEDFN LQRGLIWDJHQH KDV QRW \HW EHHQ DSS
LQWHULP GDWD IURP WKH &RGH[ &0OLQLFDO 7ULDO E\ PLG
ZHOO

F'HYHORS WKH FDSDELOLW\ WR FRARPHHBILB Y H] M K DQ RGRXW CRIRHFS
10,%& ILHOG LV VWURQJ DV D UHVXOW RI RXU DGGUHVVLQJ W
ZLWK RXU UDQGRPL]HG DQG 63% HQGRUVHG /HR &OLQLFDO 7U
D FRPPHUFLDO WHDP WR H[SORLW WKLY DGYDQWDVW LTX WA DNHL
FRPSDQ\ WKURXJK WKH WUDQVLWLRQ IURP D GHYHORSPHQW |

$ ([SDQG WKH SRWHQWLDO LQG L:MDMWQLRB YR WIRQ RGO Q/® MIQHH F O
RI LQRGLIWDJHQH WR H[SORUH DGGLWLRQDO LQGLFDWLRQV L
DGGLWLRQDO QRYHO DJHQWV 7KHVH DUH OLNHO\ WK H ONF®XIG
LQKLELWRUV DV LQRGLIWDJHQH LQWURGXFHV D QRYHO IRUH
LQWR FDQFHU FHOOV $OWKRXJK RXU SULPDU\ IRFXV LV WKH
VROLG WXPRU LQGLFDWLRQV LQFOXGLQJ RYDULDQ FD QPHWHIZ
EHHQ GHPRQVWUDWHG WR EH FDSDEOH RI LQGXFLQJ FRPSOH

$ ([SDQG RXU SLSHOLQH RI RQFRORJYHNKMW B QB XWR F5 AD QBQ B\ M
FDQGLGDWHV LQ RXU UHVHDUFK DQG GHYHORSPHQW ODERUD
LQRGLIWDJHQH DQG KDYH GHPRQVWUDWHG DFWLYLQUWR 7 KK H

PHQW S
G EXW
WLRQ \
NLYH L
5RUVLQ
D KDYH
URYHG
DQG W

HWLWL
KH XQP
DO $V
MQEIHD V K
REXV W

L QLFDO
Q EODG
HWL P P X
[ JQ GLS
WUHDW
GWK PD
NVH UHV

HZ S|
WRULHV
VH PRC

VHFRQG JHQHUDWLRQ PROHFXOHY KDYH VWURQJ LQWHOOHFWXDO SU

LGHQWLI\ DSSURSULDWH FDQGLGDWHY IRU OLFHQVLQJ

F'HYHORS VWUDWHJLEHS BH @WICHYWH WKW WKH FRPPHUFLDO SRW
DWWUDFWLYH DVVHW IRU D VWUDWHILF SDUWQHUVKLS :H LQ

HQWLD(
WHQG V

8 6 FRPPHUFLDOL]DWLRQ :H ZLOO FRQVLGHU UMIDR QDG SOKILYY@H U K K

OHDGHUVKLS WHDP KDV H[SHULHQFH LQ JDLQLQJ UHJXODWRU

\ DSSUF

UHODWLRQVKLSV LQ -DSDQ HOVHZKHUH LQ $VLD DQG ZRUOGZLGH

F*URZ RXU FRPSDQ\ LQWR D IXOO\ FDSDEQNKUEYRE KRQ ALIVFW RWELXADOGG HRE
VXFFHVV RI LQRGLIWDJHQH WR H[SDQG RXU FDSDELOLWLHV WR HQFR
DSSURYDO DQG FRPPHUFLDOL]JDWLRQ 2XU IRFXV ZLOO UHPDLQ WKH
WR OHVVHQ WKH EXUGHQ Rl GLVHDVH DIIHFWLQJ WKRVH VWUILFNHQ Z
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5LVN )DFWRUV

L, QYHVWLQJ LQ WKH $'6V LQYROYHV ULVNV <RX VKRXOG FDUHIXQ
EHJLQQLQJ REHEOUM PDNLQJ D GHFLVLRQ WR LQYHVW LQ WKH $'§
SULQFLSDO ULVNV ZH IDFH

¥7KH DSSURDFK WKDW ZH KDYH DGRSWHG WR GLVFRYHU DQG Q
PDUNHWDEOH SURGXFWYV

O\ FRQ
V 7KH

HYHOR

f:H GR QRW KDYH D KLVWRU\ RI FRPPHUFLDO VDOHY DQG GR QRW DQW

FRPLQJ \HDUV

$2XU EXVLQHVV GHSHQGVY RQ WKH VXFFHVV RI RXU OHDG SURG
ZLOO UHTXLUH VLJQLILFDQW DGGLWLRQDO FOLQLFDO QWL
ODXQFK FRPPHUFLDO VDOHYV

F6FLHQWLILF RU WHFKQRORJLFDO GLIILFXOWLHYV PO\ LPSHGH R
f:H ZLOO UHTXLUH VXEVWDQWLDO DGGLWLRQDO IXQGY¥ WR FRP

$f5DLVLQJ DGGLWLRQDO FDSLWDO PD\ FDXVH GLOXWLRQ WR RX
XV WR UHOLQTXLVK ULJKWV WR RXU WHFKQRORJLHV RU SURG

F$Q\ SURGXFW WKDW ZH PD\ GHYHORS ZLOO EH UHTXLUHG WR
SUH PDUNHW DSSURYDO SURFHVV DQG ZH PD\ EH XQDEOH WR

F7KH SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\ PDUNHW LV KLJK

XFW FD
NJ EHIR

XU UHV
SOHWH

U H[LVV
X F W

XQGHUJ
REWDL

O\ FRPE

F3DWHQWY WKDW ZH KDYH OLFHQVHG H[FOXVLYHO\ IURP ZLVVXP 5HVH

8QLYHUVLW\ RI -HUXVDOHP RU <LVVXP ZLOO H[SLUH DQG LI
PD\ IDFH LQFUHDVHG FRPSHWLWLRQ IURP WKLUG SDUWLHYV

,PSOLFDWLRQV RI %HLQJ DQ (PHUJLQJ *URZWK &RPSDQ\

‘H TXDOLI\ DV DQ 3HPHUJLQJ JURZWK FRPSDQ\ DV GHILQHG LQ
WDNH DGYDQWDJH RI VSHFLILHG UHGXFHG UHSRUWLQJ UHTXLUH

ZH FDQ

VKH -2%
PHQWV

UHTXLUHPHQWY WKDW DUH RWKHUZLVH JHQHUDOO\ DSBRPEBREOH WR SX

DPRQJ RWKHU WKLQJV

$:H DUH H[HPSW IURP WKH UHTXLUHPHQW WR REWDLQ DQ DWW
RI RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ SX
WKH 6DUEDQHV 2[OH\ $FW

HVWDWI
UVXDQ\

¥:H DUH SHUPLWWHG WR SURYLGH OHVV H[WHQVLYH GLVFORMX|[UH DER

f:H DUH QRW UHTXLUHG WR JLYH RXU VKDUHKROGHUVY QRQ ELQGLQJ D

JROGHQ SDUDFKXWH DUUDQJHPHQWYV
‘H PD\ WDNH DGYDQWDJH RI WKHVH SURYLVLRQV IRU XS WR ILYH

\HDUV

HPHUJLQJ JURZWK FRPSDQ\ :H ZRXOG FHDVH WR EH DQ HPHUJLQJ JURZ'
WKH ODVW GD\ RI WKH ILVFDO \HDU LQ ZKLFK ZH KDYH PRUH WKDQ

GDWH RQ ZKLFK ZH KDYH LVVXHG PRUH WKDQ
'HFHPEHU DQG WKH GDWH RQ ZKLFK ZH DUH GHHPHG

WKH 6(&

ELOOLRQ RI QRQ FRQY

WR EH

:H PD\ FKRRVH WR WDNH DGYDQWDJH RI VRPH EXW QRW DOO R
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,PSOLFDWLRQV RI %HLQJ D )RUHLJQ 3ULYDWH ,VVXHU

8SRQ FRQVXPPDWLRQ RI WKLV RIITHULQJ ZH ZLOO UHSRUW XQGH
WKH ([FKDQJH $FW DV D QRQ 8 6 FRPSDQ\ ZLWK IRUHLJQ SULYD
DQ HPHUJLQJ JURZWK FRPSDQ\ DV ORQJ DV ZH TXDOLI\ DV D IRU
EH H[HPSW IURP FHUWDLQ SURYLVLRQV RI WKH ([FKDQJH $FW WH
LQFOXGLQJ

FWKH VHFWLRQV RI WKH ([FKDQJH $FW UHJXODWLQJ WKH VROL
RI' D VHFXULW\ UHJLVWHUHG XQGHU WKH ([FKDQJH $FW

FWKH VHFWLRQV RI WKH ([FKDQJH $FW UHTXLULQJ LQVLGHUV W
DFWLYLWLHY DQG OLDELOLW\ IRU LQVLGHUV ZKR SURILW IURH

$+ WKH UXOHV XQGHU WKH ([FKDQJH $FW UHTXLULQJ WKH ILOLQ\
FRQWDLQLQJ XQDXGLWHG ILQDQFLDO DQG RWKHU VSHFLILHG
RFFXUUHQFH RI VSHFLILHG VLJQLILFDQW HYHQWYV

‘HLQWHQG WR WDNH DGYDQWDJH RI WKHVH H[HPSWLRQV IRU DV

&RUSRUDWH ,QIRUPDWLRQ

‘H ZHUH LQFRUSRUDWHG RQ 6HSWHPEHU XQGHU WKH ODZV
UHLQFRUSRUDWLRQ PHUJHU RU 5HLQFRUSRUDWLRQ ZKLFK PHU
ZKROO\ RZQHG VXEVLGLDU\ Rl %LR&DQFHOO /WG RU %LR&DQFH
ODZV Rl WKH 6WDWH RI '"HODZDUH RQ -XO\ DQG FRPPHQFH
5HLQFRUSRUDWLRQ ZDV FRQVXPPDWHG RQ $XJXVW DQG %
%LR&DQFHOO XQWLO LW ZDV IRUPDOO\ GLVVROYHG LQ WKH 6WD
5HLQFRUSRUDWLRQ %LR&DQFHOO EHFDPH D SXEOLF FRPSDQ\ Z|
$XIXVW %LR&DQFHOO FKDQJHG LWV QDPH WR $QFKLDQR 7KH
WUDGHG RQ WKH 7$6( XQGHU WKDW QDPH 2XU SULQFLSODJH[HIE)
5DP 32 %R] -HUXVDOHP ,VUDHO DQG RXU WHOHSKR
DGGUHVV LV KWWS ZZZ DQFKLDQR FRP 7KH LQIRUPDWLRQ FRQ
LQWR WKLV SURVSHFWXV RU WKH UHJLVWUDWLRQ VWDWHPHQW

U WKH
WH LVV
HLJQ S
DW DUI

FLWDWI

R ILOH
WuUDG

ZLWK
LQIRUP

ORQJ I

RI WKF
IHG %LI
00 %7,
G RSHL
7, VXU®
WH RI ‘I
WK LW\
UDSHX"
(WWY H F
DH QXP
WDLQHC
RI ZKLF
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$'6V ZH DUH RIIHULQJ

WKLV RITHULQJ

7TKH $'6V

8VH RI SURFHHGYV

2UGLQDU\N VKDUHVY WR EH RXWVWDQGLQJ DIWHU

2SWLRQ WR SXUFKDVH DGGLWLRQDO $'6V

7+( 2))(5,1*

$'6V RU $'6V LI
WKHLU RSWLRQ WR SXUFKDVH DGGLWLR
RUGLQDU\ VKDUHYV

RUGLQDU\N VKDUHV LQF(
E\ RXWVWDQGLQJ $'6V RU RUGL
XQGHUZULWHUYV H[HUFLVH WKHLU RSWL
IXOO

(DFK $'6 UHSUHVHQWYV ILYH RI RXU R
GHSRVLWDU\ ZLOO KROG WKH RUGLQDU
ZLOO KDYH ULJKWV DV SURYLGHG LQ WH
XV WKH GHSRVLWDU\ DQG WKH RZQHU\
WKHUHXQGHU

,] ZH GHFODUH GLYLGHQGV RU PDNH DQ
VKDUHVY WKH GHSRVLWDU\ ZLOO SD\ \R
GLVWULEXWLRQV LW UHFHLYHV RQ RXU
IHHV DQG H[SHQVHYV

<RX PD\ WXUQ LQ WKH $'6V WR WKH GHS
UHFHLYH RUGLQDU\ VKDUHV 7KH GHSR\
FDQFHOODWLRQ

‘H PD\ DPHQG RU WHUPLQDWH WKH GHSH
FRQVHQW ,1 \RX FRQWLQXH WR KROG W
WKH GHSRVLW DJUHHPHQW DV DPHQGHG

7R EHWWHU XQGHUVWDQG WKH WHUPV H
UHDG WKH 3'"HVFULSWLRQ RI $PHULFDQ
WKLV SURVSHFWXV <RX VKRXOG DOVR
LV ILOHG DV DQ H[KLELW WR WKH UHJLV
SURVSHFWXV

‘H KDYH JUDQWHG
DGGLWLRQDO $'6V IURP XV ZLWKL(
SURVSHFWXYV

‘H HYWLPDWH WKDW ZH ZLOO U
DSSUR[LPDWHO\ PLOOLRQ RU DSSU
XQGHUZULWHUV H[HUFLVH WKHLU RSWL
IXOO IURP WKH VDOH E\ XV RI $
RQ DQ DVVXPHG LQLWLDO SXEOLF RIIHU
ZKLFK LV EDVHG RQ WKH ODVW UHSRUW
RQ WKH 7$6( RQ -DQXDU\ RIx

EDVHG RQ WKH H[FKDQJH UDWH UHSRU
GDWH ZKLFK ZDV 1,6 DIWHU
GLVFRXQWV DQG FRPPLVVLRQV DQG HV\
H[SHFW WR XVH WKH QHW SURFHHGV IU
WKHUDSHXWLF SURGXFW FDQGLGDWH L
FRUSRUDWH SXUSRVHV LQFOXGLQJ ZRU
38VH Rl 3URFHHGV  IRU PRUH LQIRUPDW

WKH XQ
QDO $'¢

DXGLQJ
QDU\ VEk
RQ WR !

UGLQDU
VKDUH
H GHSF
DQG K

GLVWI
WKH F
RUGLQI

RVLWDI
LWDU\

RVLW D.
KH $'6V

I WKH
HSRVL\
UHDG W
WUDWL

WKH X
D GD\

HFHLYH
R[LPDW
RQ WR !
5V LQ W
LQJ SU
HG VDO
SHU RU:
WNHG E\
GHGXF\
NLPDWF
RP WKL
QRGLIW
NLQJ F
LRQ
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5LVN IDFWRUV 6HH 35LVN )DFWRUV™ DQG RWKH
IRU D GLVFXVVLRQ RI IDFWRUV \RX VKR

GHFLGLQJ WR LQYHVW LQ WKH $'6V
'"HSRVLWDU\ 7TKH %DQN Rl 1HZ <RUN OHOORQ
1DVGDT &DSLWDO ODUNHW V\PERO 3$1&1°

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUY DQG RU FHUWDLQ RI
DQ DJJUHJDWH RIx PLOOLRQ RI WKH $'6V LQ WKLV RITHULQJ
LQWHUHVW DUH QRW ELQGLQJ DJUHHPHQWYVY WR SXUFKDVH DQG
SXUFKDVH IHZHU $'6V WKDQ WKH\ LQGLFDWH LQWHUHVW LQ SXU

LQIRU
KOG FDI

WKHLU
DW WKF
WKHVH
EKDVLQ

GHWHUPLQH WR VHOO IHZHU $'6V WR WKHVH VKDUHIORHEGEHDE DQW HUH W\

SXUFKDVLQJ RU QRQH DW DOO 7KH XQGHUZULWLQJ GLVFRXQW
EH WKH VDPH DV WKH XQGHUZULWLQJ GLVFRXQW IRU $'6V VROG

7KH QXPEHU RI RUGLQDU\ VKDUHVY WR EH RXWVWDQGLQJ DIWHU
RXWVWDQGLQJ DV RI -DQXDU\ 7KH QXPEHU RI RUGLQDU\ V

RITHULQJ DQG XQOHVV RWKHUZLVH LQGLFDWHG WKH RWKHU LQ
t RUGLQDU\ VKDUHV WKDW ZHUH LVVXDEOH XSRQ H[HUFL
UHPDLQHG RXWVWDQGLQJ DV RI -DQXDU\ DW D ZHLJKWH

t RUGLQDU\ VKDUHV WKDW ZHUH LVVXDEOH XSRQ H[HUF
RXWVWDQGLQJ DV RI -DQXDU\ DW DQ 1,6 GHQRPLQDWHG
VKDUH DSSUR[LPDWHO\ SHU VKDUH DV RI -DQXDU\

¥ RUGLQDU\ VKDUHYV UHVHUYHG IRU IXWXUH LVVXDQFH XQ
8QOHVV RWKHUZLVH LQGLFDWHG DOO LQIRUPDWLRQ LQ WKLV S

FDVVXPHV DQ LQLWLDO SXEOLF RIIHULQJ SULFH RIx SHU $
RXU RUGLQDU\ VKDUHVY RQ WKH 7$6( RQ -DQXDU\ R1x
UDWH UHSRUWHG E\ WKH %DQN RI ,VUDHO RQ WKDW GDWH ZK

$+ QR H[HUFLVH Rl WKH RXWVWDQGLQJ RSWLRQV DQG ZDUUDQW

¥FDVVXPHV QR H[HUFLVH E\ WKH XQGHUZULWHUV RI WKHLU RYH
$'6V IURP XV

RU WKI
WR WK

WKLV R
DUHV |
IRUPDW

VH RI L
G DYHU

VH RI Z
ZHLJKYV
DQG

GHU RX
URVSHF

'6 ZKLI
SHU R
LFK ZD

GHVFL
U DOOR
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6800%$5< &2162/,'$7("' ),1%$1&,%/ '$7%

7KH IROORZLQJ WDEOHV VHW IRUWK RXU VXPPDU\ FRQVROLGDWH
FRQVROLGDWHG ILQDQFLDO GDWD LQ FRQMXQFWiRD DUWRHGW®Y
'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVX
FRQVROLGDWHG LQWHULP ILQDQFLDO VWDW BBHQMOD GG RFRYWHRY
HOVHZKHUH LQ WKLV SURVSHFWXV +LVWRULFDXOOWINWEOW BOM E
WKH IXWXUH 2XU FRQVROLGDWHG ILQDQFLDO VWDWHPXB® \E\KW
,$6% ZKLFK GLIIHU LQ FHUWDLQ VLJQLILFDQW UHVSHFWV IURP §
FRQVROLGDWHG LQWHULP ILQDQFLDO VWDWHPHQD\Q RIQDW KHV DDV
KDYH LQFOXGHG LQ RXU RSLQLRQ DOO DGMXVWPHQWY FRQVLV
QHFHVVDU\ IRU D IDLU VWDWHPHQW RI WKH ILQDQFLDGDQ DD
VWDWHPHQWY DUH QRW QHFHVVDULO\ LQGLFDWLYH R\ UDHWXOM V|
UHSRUWLQJ SHULRG

7KH VXPPDU\ FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV IR\
'"HFHPEHU DQG WKH VXPPDU\ FRQVROLGDWHG VWDWHPHQ
DQG DUH GHULYHG IURP RXU DXGLWHG FRQVROLGDWHG ILQO
7KH VXPPDU\ FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV IR
DQG WKH VXPPDU\ FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO §
XQDXGLWHG FRQGHQVHG FRQVROLGDWHG LQWHULP ILQDQFLDO
UHSRUW RXU ILQDQFLDO UHVXOWY LQ 8 6 GROODUYV

1LQH ORQWKV (QGHG <HDU (QGHG
6HSWHPEHU "HFHPEHU

86' LQ WKRXVDQGV H[FHSW SH
&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV

2SHUDWLQJ H[SHQVHYV
5HVHDUFK DQG GHYHORSPHQW H[SHQVHV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
2SHUDWLQJ ORVV
JLQDQFLQJ H[SHQVH LQFRPH
/IRVV EHIRUH WD[HV RQ LQFRPH
,QFRPH WD]
1HW ORVYV
1HW ORVV SHU RUGLQDU\ VKDUH EDVLF DQG GLOXWHG

1XPEHU RI VKDUHV XVHG WR FRPSXWH EDVLF DQG GLOXWHG ORWV
SHU RUGLQDU\ VKDUH WKRXVDQGV RI VKDUHV

QHW

=

%DVLF QHW ORVV SHU RUGLQDU\ VKDUH DQG GLOXWHG QHW ORVV SHU RUGL(
ILQDQFLDO LQVWUXPHQWY ZRXOG EH DQWL GLOXWLYH GXH WR RXU QHW ORV
DGG WR WKH GLOXWHG QHW ORVV SHU RUGLQDU\ VKDUH

1G ILQD
HFWHG
OWV RI
O LGB
R W[ ®Ht
KH EHH(
6 *$$3
HP H Q W
WLQJ R
WLRQ V
WKDW

) HDFK
NV ORI IL
QFLDO
I WKH C
RVLWLI
WDWHF

U VKDUH

DU\ VKD
HV LQ W
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$V RI 6HSWHPEHU

3UR
$FWXDO IRUPD

86' LQ WKRXVDQGV
&RQVROLGDWHG 6WDWHPHQWYV RI )LQDQFLDO 3RVLWLRQ 'DWD
&DVK DQG FDVK HTXLYDOHQWYV
‘RUNLQJ FDSLWDO
7TRWDO DVVHWYV
7TRWDO OLDELOLWLHYV
7TRWDO VKDUHKROGHUVY HTXLW\

7KH SUR IRUPD FRQVROLGDWHG VWDWHPHQWYV RI |IL@Q® PIOCHORIRV LW L R$) 6G6/DEMX
RITHULQJ DW DQ DVVXPHG LQLWLDO SXEOLF RIITHULQJ SULFH RIx SHU $'6
VKDUHV RQ WKH 7$6( RQ -DQXDU\ RIx SHU RUGLQDU\ VKDUH EDVHG
GDWH ZKLFK zZDV 1,6 DIWHU GHGXFWLQJ XQGHUZULWLQJ GLVFRXQ|
E\ XV 7KLV FROXPQ GRHV QRW JLYH HIIHFW WR WKH SULFH SURWHFWLRQ ULJ
ZDUUDQWY EHLQJ WULJJHUHG DV D UHVXOW RI WKLV RIITHULQJ 6HH 3'HVFULS
SURWHFWLRQ ULJKWV

(DFK LQFUHDVH GHFUHDVH LQ WKH DVVXPHG LQLWLDO SXEOLF RITHULQ
FDVK DQG FDVK HTXLYDOHQWYVY ZRUNLQJ FDSLWDO WRWDO DVVHWV DQG WR
$'6V RITHUHG E\ XV DV VHW IRUWK RQ WKH FRYHU SDJH RI WKLV SURVSHFWX
FRPPLVVLRQV DQG HVWLPDWHG RIIHULQJ H[SHQVHV SD\DEOH E\ XV (DFK

XV DV VHW IRUWK RQ WKH FRYHU SDJH RI WKLV SURVSHFWXV ZRXOG LQFUH
FDSLWDO WRWDO DVVHWV DQG WRWDO VKDUHKROGHUVY HTXLW\ E\ PLOO

‘H GHILQH ZRUNLQJ FDSLWDO DV FXUUHQW DVVHWYQ PQRXNOFXWWDMMHK HIQL\WWD & LLGY
WKLV SURVSHFWXV IRU IXUWKHU GHWDLOV UHJDUGLQJ RXU FXUUHQW DVVHW

DX YLIYG W I
ZKLFK L
RQ WKH
WV DQG |
KWV XQG
WLRQ RI

SULFH R
WDO VKDL
UHPDL!
$'6 LQF
DVH GHF
LRQ DVV

| FADLXHOVH GB
DQG FX
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$Q LQYHVWPHQW LQ WKH $'6V LQYROYHV D KLJK GHNVHEHRVIFUILEN G<R X O
DQG DOO RWKHU LQIRUPDWLRQ FRQWDLQHG LQ WKLV SURVSHFWXV EHIR
ULVNV DFWXDOO\ RFFXU RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG U
DIIHFWHG ,Q WKDW HYHQW WKH WUDGLQJ SULFH Rl WKH $'6V ZRXOG O
LQYHVWPHQW

5LVNV 5HODWLQJ WR RXU %XVLQHVYV

‘H GHSHQG FRPSOHWHO\ RQ WKH VXFFHVV RI LQRGLQRIIHYDIRXYY GRBE
QRW UHFHLYH UHJXODWRU\ DSSURYDO RU LV QRWLOOFEHWOXPBE FRPPH

‘H FXUUHQWO\ KDYH QR SURGXFWYVY WKDW DUH DSSURYHG IRU FRPPHUFL
PDUNHWDEOH SURGXFWVY H H[SHFW WKDW D VXEVWDQWLDO SRUWLRQ F
ZLOO EH GHYRWHG WR LQRGLIWDJHQH ZKLFK LV FXUUHQWO\ RXU RQO\

$FFRUGLQJO\ RXU EXVLQHVV GHSHQGV FRPSOHWHO\ RQ WKH VXFFHVVI)}
FRPPHUFLDOL]DWLRQ RI LQRGLIWDJHQH :H FDQQRW E H\FHISVRLYP &/ RDW
VXFFHVVIXOO\ FRPPHUFLDOL]J]HG HYHQ LI ZH UHFHLYH UHJXODWRU\ DSSI
LOQRGLIWDJHQH UHPDLQV LQ HDUO\ VWDJHV RI FOLQLFDO GHYHORSPHQYV
VHHN UHJXODWRU\ DSSURYDO IRU LQRGLIWDJHQH LQ DQ\ LQGLFDWLRQ

HISDQG WKH DSSURYDO LI DQ\ RI LQRGLIWDJHQH IRU RWKHU LQGLFDW
RI LQORGLIWDJHQH IRU DQ\ LQGLFDWLRQ RU LI LQRGLIWDJHQH GRHV QRYV
VLIQLILFDQW PDUNHW DFFHSWDQFH ZH ZRXOG EH GHOD\HG E\ PDQ\ \HLC
,Q DGGLWLRQ RXU DELOLW\ WR GHYHORS DGGLWLRQDO SURGXFW FDQG
‘H PD\ DOVR QHHG WR GLVFRQWLQXH RXU RSHUDWLRQV DV FXUUHQWO\

FDQGLGDWHY DGYDQFH WKHP WKURXJK SUHFOLQLFDO DQG FOLQLFDO C
FRXOG EH WLPH FRQVXPLQJ DQG FRVWO\ DQG PD\ DGYHUVHO\ DIIHFW R
UHVXOWYV RI RSHUDWLRQV

JXUWKHU GHYHORSPHQW RI LOQORGLIWDJHQH ZLOWHVWTIRUUEHVRU Q L4 HF DM
UHIJXODWRU\ DSSURYDO DQG SRWHQWLDOO\ ODXQFK FRPPHUFLDO VDOH

‘H GR QRW KDYH DQ\ SURGXFWV WKDW KDYH JDLQHG UHJXODWRU\ DSSU
RXU DELOLW\ WR REWDLQ UHJXODWRU\ DSSURYDO RI DQG WKHQ VXFFH
LOQRGLIWDIJHQH :H DUH SUHSDULQJ IRU 3KDVH DQG 3KDVH WULDOV 2
IRU DQG VXFFHVVIXOO\ FRPPHUFLDOL]H LQRGLIWDQHRQMNGLIQIFWKRNHO\ Z|
IROORZLQJ

FVXFFHVVIXO FRPSOHWLRQ RI RXU FOLQLFDO WULDBWRUDKLFK ZLOO GF
SHUIRUPDQFH RI WKLUG SDUW\ FRQWUDFWRUV

$ VXFFHVVIXO DFKLHYHPHQW RI WKH REMHFWLYHV RILEQDRIQHGRE@LQLTF
UHFXUUHQFH EHQHILW DQG D IDYRUDEOH ULVN EHQHILW RXWFRPH

fUHFHLSW RI PDUNHWLQJ DSSURYDOV IRU LQRGLIWDJHQH IURP WKH )’
8QLWHG 6WDWHYV

FHVYWDEOLVKLQJ FRPPHUFLDO PDQXIDFWXULQJ DQG VXSSO\ DUUDQJHP
tDFFHSWDQFH RI WKH SURGXFW E\ SDWLHQWYVY WKH PHGLFDO FRPPXQ
fHYWDEOLVKLQJ PDUNHW VKDUH ZKLOH FRPSHWLQJ ZLWK RWKHU WKH

FVXFFHVVIXOO\ HIHFXWLQJ RXU SULFLQJ DQG UHLPEXUVHPHQW VWUD\
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tD FRQWLQXHG DFFHSWDEOH VDIHW\ DQG DGYHUVH HYHQW SURILOH R

$+ TXDOLI\LQJ IRU LGHQWLI\LQJ UHJLVWHULQJ PDLQWDLQLQJ HQIRUF
FODLPV FRYHULQJ WKH SURGXFW

,QRGLIWDJHQH ZLOO UHTXLUH DGGLWLRQDO FOLQLFDO DQG QRQ FOLQL
PXOWLSOH MXULVGLFWLRQV VXEVWDQWLDOIDL@YIB¥FWRHQYWI BB EBVNVNWYRD
VLIJQLILFDQW PDUNHWLQJ HIIRUWYV EHIRUH ZH FDQ JHQHUDWH DQ\ UHYH
PDUNHW RU SURPRWH DQ\ RI RXU SURGXFW FDQGLGDWHYV EHIRUH ZH UH
FRPSDUDEOH IRUHLJQ UHJXODWRU\ DXWKRULWLHY DQG ZH PD\ QHYHU
SURGXFW FDQGLGDWHYV I ZH DUH XQDEOH WR GHYHORS RU UHFHLYH PI
PDQQHU RU DW DOO ZH FRXOG H[SHULHQFH VLIJQLILFDWQWZ&HRXD\V RU D
ZRXOG PDWHULDOO\ DQG DGYHUVHO\ DIIHFW RXU EXVLQHVV ILQDQFLDC

‘H GR QRW KDYH D KLVWRU\ RI FRPPHUFLDO VDOHY DQG GR QRW DQWLF
FRPLQJ \HDUV DQG RXU IDLOXUH WR UHFHLYH PDUNHWLQJ DSSURYDO Il
IDLOXUH WR RWKHUZLVH DFKLHYH DQG VXVWDLQ SURILWDEKXKEBLRXUZRXO (
EXVLQHVYVY RSHUDWLRQV

2XU SUHGHFHVVRU HQWLW\ %7, ZDV IRUPHG RQ -XO\ DQG VLQFH
FRPSDQ\ LQ WKH HDUO\ VWDJH RI GUXJ GHYHORSPHQW :H KDYH QRW \H
FDQGLGDWH DQG DV D UHVXOW KDYH QRW UHFRUGHY DO WKIMHOHV :H H
FRPLQJ \HDUV DV ZH GR QRW H[SHFW WR JHQHUDWH DQ\ UHYHQXH IURF
WR GHYHORS RU UHFHLYH PDUNHWLQJ DSSURYDO IRU GUXJV IURP RXU
LI ZH REWDLQ DOO QHFHVVDU\ DSSURYDOV WR PDUNHW DQ\ RI RXU SUR:
VXIILFLHQW GHPDQG WR MXVWLI\ WKH SURGXFWLRQ DQG PDUNHWLQJ RI
UHFRPELQDQW '1$ SODVPLGYV PD\ EH VPDOO RU PD\ QRW GHYHORS DQG
VXFK GUXJ GHSHQGVY RQ D QXPEHU RI IDFWRUV LQFOXGLQJ WKH DYDLOCL
SDUW\ LQVXUHUV IRU GUXJV WKDW XWLOL]H UHFRPELQDQW '1$ SODVPLC
DQ\ GUXJ WKDW ZH PD\ GHYHORS XWLOL]LQJ UHFRPELQDQW '1$ SODVPL!

, I RXU SURGXFWYV XWLOL]JLQJ UHFRPELQDQW '1$ SODVPLGV GR QRW JDL(
DFKLHYH RXU DQWLFLSDWHG JURZWK UHYHQXHV RU SURILWDELOLW\ DC
RSHUDWLRQV

‘H ZLOO UHTXLUH VXEVWDQWLDO DGGLWLRQDO PHBN WHRWERBPWOQHW B QX
DGGLWLRQDO IXQGYVY DUH QRW DYDLODEOH ZH PD\ QHHGWR VLJQLILFDC

$ VLIQLILFDQW SRUWLRQ RI RXU UHVHDUFK DQG GHYHORSPHQW DFWLYL
VHFXULWLHVY 7KHUH LV QR FHUWDLQW\ WKDW ZH ZLOO EH DEOH WR REV
GHYHORSPHQW DFWLYLWLHVY $ ODFN RI DGHTXDWH IXQGLQJ PD\ FDXVH
GHYHORSPHQW DFWLYLWLHY DQG EXVLQHVV RSHUDWLRQV

‘H ZLOO UHTXLUH VXEVWDQWLDO IXQGV WR GLVFRYHU GHYHORS SURW
SODVPLG EDVHG SURVSHFWLYH WKHUDSLHVY LQFOXGLQJ FOLQLFDO WUL
PDUNHW DQ\ VXFK SURGXFW WKDW PD\ EH DSSURYHG IRU FRPPHUFLDO \
DSSUR[LPDWHO\ PLOOLRQ +RZHYHU WKHVH IXQGV PD\ SURYH WR E
ILQDQFLQJ QHHGV PD\ FKDQJH VXEVWDQWLDOO\ EHFDXVH RI WKH UHVX(
FOLQLFDO WULDOV DQG FRVWYV DULVLQJ IURP DGGLWQR Q@I UNIRQD®RL
IXQGV LI QHHGHG 7KH WLPLQJ RI RXU QHHG IRU DGGLWLRQDO IXQGV ZL
DUH GLIILFXOW WR SUHGLFW RU PD\ EH RXWVLGH RI RXU FRQWURO LQF

f WKH UHVRXUFHV WLPH DQG FRVWY UHTXLUHG WR LQLWLDWH DQG FR
DQG FRPSOHWH SUH FOLQLFDO DQG FOLQLFDO VWXGLHYVY DQG WR REV

fSURJUHVYVY LQ RXU UHVHDUFK DQG GHYHORSPHQW SURJUDPV
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$tWKH WLPLQJ UHFHLSW DQG DPRXQW RI PLOHVWRQH UR\DOW\ DQG R
DQG

ftFRVWYV QHFHVVDU\ WR SURWHFW RXU LOQOWHOOHFWXDO SURSHUW\

,] RXU HYWLPDWHY DQG SUHGLFWLRQV UHODWLQJ WR DQ\ RI WKHVH IDF
RSHUDWLQJ SODQ $GGLWLRQDO IXQGV PD\ QRW EH DYDLODEOH WR XV .

5DLVLQJ DGGLWLRQDO FDSLWDO PD\ FDXVH GLOXWLRQDWR RXWY RYLVWLC
UHTXLUH XV WR UHOLQTXLVK ULJKWV WR RXU WHFKQRORJLHV RU SURG>

8QWLO VXFK WLPH LI HYHU DV ZH FDQ JHQHUDWH VXEVWDQWLDO SURG
WKURXJK HTXLW\ RITHULQJYV GHEW ILQDQFLQJYV JRYHUQPHQW FRQWUDF
RWKHU WKLUG SDUW\ IXQGLQJ PDUNHWLQJ DQG GLVWULEXWLRQ DUUDQ
DQG OLFHQVLQJ DUUDQJHPHQWY :H ZLOO UHTXLUH VXEVWDQWLDO IXQC
IXQG RXU FRPPHUFLDOL]DWLRQ HIIRUWY DQG IXQG RXU RSHUDWLQJ H[S
UDLVH DGGLWLRQDO FDSLWDO WKURXJK WKH VDOH RI HTXLW\ RU FRQYF
GLOXWHG DQG WKH WHUPV RI WKHVH VHFXULWLHYV PD\ LQFOXGH OLTXL
ULJKWYV DV D KROGHU RI WKH $'6V 'HEW ILQDQFLQJ LI DYDLODEOH PD\
OLPLWLQJ RU UHVWULFWLQJ RXU DELOLW\ WR WDNH VSHFLILF DFWLRQV
H[SHQGLWXUHVY RU GHFODULQJ GLYLGHQGV ,1 ZH DUH XQDEOH WR REWI
VLIQLILFDQWO\ FXUWDLO RQH RU PRUH RI RXU FOLQLFDO UHVHDUFK RU
RXU SRWHQWLDO UHYHQXHY UHVXOWY RI RSHUDWLRQV DQG ILQDQFLDC

7TKHUH LV VXEVWDQWLDO GRXEW DV WR ZKHWKHU ZH FDQ FRQWLQXH DV

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV RI 6HSWHPEHU

RXU UHFXUULQJ ORVVHV IURP RSHUDWLRQV UDLVH VXEVWDQWLDO GRXE
ILQDQFLDO VWDWHPHQWY GR QRW LQFOXGH DQ\ PHDWOHMHGW WK BW H
UHVXOW LI ZH ZRXOG EH XQDEOH WR FRQWLQXH DV D JRLQJ FRQFHUQ
KDYH QRW JHQHUDWHG DQ\ SURGXFW VDOHY UHYHQXHV DQG KDYH QRW
DFEXPXODWHG GXULQJ WKH GHYHORSPHQW VWDJH WKURXJK 6HSWHPEH
ZH H[SHFW WR FRQWLQXH WR LQFXU VXEVWDQWLDO ORVVHV LQ IXWXUH
SURGXFW FDQGLGDWH IRU WKH PDUNHW

5LVNV 5HODWHG WR '"HYHORSPHQW &OLQLFDO 7THVWLQJ DQG 5HIJXODWR

$Q\ SURGXFW WKDW ZH PD\ GHYHORS ZLOO EH UHTXLUHGH@RRPHGHUJIR [
SUH PDUNHW DSSURYDO SURFHVV DQG ZH PD\ EH XQDEOH WR REWDLQ
FDQGLGDWH

$Q\ SURGXFW WKDW ZH GHYHORS ZLOO EH VXEMHFW WR H[WHQVLYH JRY
FOLQLFDO WULDOV PDQXIDFWXULQJ DQG FRPP H UFALADIL MWWLRE@V BIQR UR
H[WHQVLYH UHJXODWRU\ DSSURYDO SURFHVVHV DUH UHVXRQEG Q'R EH
PDQ\ IRUHLJQ MXULVGLFWLRQV VXFK DV WKH (XURSHDQ 8QLRQ DQG -DS
RIIHUHG DQG VROG LQ DQ\ RI WKHVH FRXQWULHV RU UHJLRQV 6DWLVID
FRVWO\ WLPH FRQVXPLQJ XQFHUWDLQ DQG VXEMHFW WR XQDQWLFLSD

,Q WKH 8QLWHG 6WDWHY WKH SURGXFWV WKDW ZH LOQOWHQG WR GHYHOI
GHYHORSPHQW DQG UHYLHZ SURFHVYV 7KH WLPH UHTXLUHG WR REWDLQ
XQSUHGLFWDEOH %HIRUH VXFK SURGXFWY FDQ EH PDUNHWHG ZH PXVYV
VXEPLVVLRQ RI DQ LQYHVWLIJDWLRQDO QHZ GUXJ DSSOLFDWLRQ RU ,1°'
WHVWLQJ XQGHU WKUHH SKDVHV RI FOLQLFDO WULDOV DQG ILQDOO\ WK
%/$ (YHQ DIWHU VXFFHVVIXO FRPSOHWLRQ RI FOLQDADOVWKVWKGU WKLt
LQIRUPDWLRQ IURP XV GLVDJUHH ZLWK RXU ILQGLQJV RU RWKHUZLVH X
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7KHUH FDQ EH QR DVVXUDQFH WKDW WKH )'$ ZLOO JUDQW D OLFHQVH IF
QRQH RI WKH SURGXFWV WKDW ZH GHYHORS ZLOO REWDLQ WKH DSSURS
FRPPHQFH WKH RIIHU DQG VDOH RI VXFK SURGXFWV $Q\ GHOD\ RU IDLO
PDWHULDO DGYHUVH HIIHFW RQ RXU DELOLW\ WR JHQHUDWH UHYHQXHV

%HFDXVH ZH LQWHQG WR PDUNHW DQ\ GUXJ WKDW ZH GHYHORS LQ MXU
WKH (XURSHDQ 8QLRQ DQG -DSDQ ZH ZLOO OLNHO\ LQFXU WKH VDPH FR
UHTXLUHPHQWY JRYHUQLQJ WKH FRQGXFW RI FOLQLFDO WULDOV PDQX
SURGXFWV $SSURYDO E\ WKH )'$ E\ LWVHOI GRHV QRW DVVXUH DSSURY
6WDWHV (DFK RI WKHVH IRUHLJQ UHIJXODWRU\ DSSURWMD W/ IS RBHVVHV L
DSSURYDO SURFHVVY DV ZHOO DV ULVNV DWWULEXMDRO W KVHR/KDORU@IL JQ
MXULVGLFWLRQV 2XU LQDELOLW\ WR REWDLQ UHJXODWRU\ DSSURYDO I
EXVLQHVV SURVSHFWYV

.| WKH FOLQLFDO VWXGLHVY WKDW ZH DUH UHTXLUHG WRRERQGXFW WR Jl|
XQVXFFHVVIXO ZH PD\ QRW EH DEOH WR PDUNHW RXU SURGXFW FDQGL(

‘H PD\ H[SHULHQFH GHOD\V LQ DQ\ SKDVH Rl WKH GHYHORSPHQW RI RXU
LQFOXGLQJ GXULQJ UHVHDUFK DQG GHYHORSPHQW DPIE FROQQXFDQ@IWULI
DQG H[SHQVLYH DQG WKH RXWFRPH RI DQ\ FOLQLFDO VWXG\ LV XQFHU\
GHOD\HG RU KDOWHG IRU QXPHURXV UHDVRQV LQFOXGLQJ EXW QRW O

T WKH )'$ LQVWLWXWLRQDO UHYLHZ ERDUGYV RU ,5%V WKH (XURSHDQ
QDWLRQDO DXWKRULWLHYV WKH ,VUDHOL OLQLVWU\ RI +HDOWK RU F
VWXG\ SURWRFRO RU SODFH D FOLQLFDO VWXG\ RQ KROG

FSDWLHQWY GR QRW HQUROO LQ D FOLQLFDO VWXG\ RU UHVXOWYV IUR

$+ SDWLHQWY GLVFRQWLQXH SDUWLFLSDWLRQ LQ D FOLQLFDO VWXG\ SI
FOLQLFDO SURWRFRO DW D KLJKHU WKDQ H[SHFWHGWI RXU I\ES @E MD
WR DVVHVV WKH HIILEDF\ RI RXU SURGXFW FDQGLGDWH

fSDWLHQWYV H[SHULHQFH DGYHUVH HYHQWY IURP RXU SURGXFW FDQG

FSDWLHQWY GLH GXULQJ D FOLQLFDO VWXG\ IRU D YDULHW\ RI UHDVR
FDQGLGDWH LQFOXGLQJ WKH DGYDQFHG VWDJH RI WKHLU GLVHDVH

Ff WKLUG SDUW\ FOLQLFDO LQYHVWLIJDWRUYVY GR QRW FHSDRUWHGWKH FOL
VFKHGXOH RU FRQVLVWHQW ZLWK WKH FOLQLFDO VWXG\ SURWRFRO |
RUJDQL]DWLRQV GR QRW SHUIRUP GDWD FROOHFWLRQ DQG DQDO\VL)

Ff WKLUG SDUW\ FOLQLFDO LQYHVWLIJDWRUV HQJBGHZL B RXUYEWILEGILNVFD
VWXGLHVY UHVXOW LQ WKHLU GHEDUPHQW ORVV RI OLFHQVXUH RU |

FUHIJXODWRU\ LQVSHFWLRQV RI PDQXIDFWXULQJ IDFLOLWLHYV ZKLFK F
FRUUHFWLYH DFWLRQ RU VXVSHQG WKH FOLQLFDO VWXGLHV

FfFKDQJHV LQ JRYHUQPHQWDO UHJXODWLRQV RU DGPLQLVWUDWLYH DF
f WKH LQWHULP UHVXOWYV RI WKH FOLQLFDO VWXG\ LI DQ\ DUH LQFRQ

FWKH VWXG\ GHVLIJQ DOWKRXJK DSSURYHG DQG FRPSOHWHG LV LQDC

2XU GHSHQGHQFH XSRQ FOLQLFDO WULDOV LQ GHYHORSLQJ RXU SURGX
VWDJHV RI GHYHORSPHQW DQG PLJKW FDXVH WHUPLQDWLRQ RI DOO RU
DIRUHPHQWLRQHG VLWXDWLRQV UHJDUGLQJ SRWHQWQDOQLE&BO DWW ILQOWH
KDYH \HW WR RFFXU LQ D PDQQHU WKDW DGYHUVHO\ DITHFWV RXU UHVH
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&OLQLFDO WULDOV DUH H[SHQVLYH WLPH FRQVXPLQJ DQG GLIILFXOW W

&OLQLFDO WULDOV DUH H[SHQVLYH DQG GLIILFXOW WRW: MARL UQ JIRQUR X W £
UHIJXODWRU\ UHTXLUHPHQWY %HFDXVH RXU SURGXFW FDQGLGDWH LV E
UHTXLUH H[WHQVLYH UHVHDUFK DQG GHYHORSPHQW DQG KDYH VXEVWD
FRVWYV WR WUHDW SRWHQWLDO VLGH HIIHFWV WKDWW®D\$BHRXOGMQUWRP |
RXU FOLQLFDO WULDO FRVWY FRXOG EH VLJQLILFDQWO\ KLJKHU WKDQ |
SURGXFWYV

‘H KDYH OLPLWHG H[SHULHQFH LQ FRQGXFWLQJ DQG PDQDJLQJ FOLQLFEL

‘H KDYH OLPLWHG H[SHULHQFH LQ FRQGXFWLQJ DQG PD@MDMWRQI WKH FOL
DSSURYDOV IRU RXU SURGXFW FDQGLGDWH :H PD\ UHO\ RQ WKLUG SDU"
UHOLDQFH RQ WKLUG SDUWLHV ZLOO UHGXFH RXU FRQWURO RYHU WKH\
FRPSOHWH DFWLYLWLHVY RQ VFKHGXOH RU PD\ QRW RARQGKFPW FIOR QQ AV
RXU WULDO GHVLJQ ,l WKHVH WKLUG SDUWLHV GR QRW VXFFHVVIXOO\ I
GHDGOLQHV ZH PD\ EH UHTXLUHG WR UHSODFH WKHP ZKLFK PD\ GHOD\

‘H PD\ H[SHULHQFH GLIILFXOWLHV LQ LGHQWLI\EQL @IQF® O HAWUXE WH\D JZ\KX
PD\ VLIJQLILFDQWO\ FRPSURPLVH RXU DELOLW\ WR GHYHORS RXU SURGX

‘H PD\ H[SHULHQFH GLIILFXOWLHY LQ LGHQWLI\L QW XO3LG W HEHEFDXW HQR | WX
KLIJK GHPDQG IRU VXFK SDWLHQWVYT LQYROYHPHQW LQ FXUUHQW DQG IX
VXSSO\ RI VXLWDEOH SDWLHQWY PD\ EH ORZ EHFDX\H JDIVWMVRQL R W DL FROI
WKH IRUHIJRLQJ ULVNV PD\ VLIJQLILFDQWO\ FRPSURPLVH RXU DELOLW\ W
DGYHUVHO\ LPSDFW RXU SRWHQWLDO UHYHQXHYV UHVXOWYVY RI RSHUDWI

, ] VHULRXVY DGYHUVH RU XQGHVLUDEOH VLGHRISRHBRWVRD R UL GRHIRWS XIHWM G
FDQGLGDWH ZH PD\ QHHG WR DEDQGRQ RU OLPLW RXU GHYHORSPHQW |

2XU SURGXFW FDQGLGDWH LV LQ FOLQLFDO GHYHORSPHQW DQG LWV UL
LI RXU SURGXFW FDQGLGDWH ZLOO SURYH HIIHFWLYH RU VDIH LQ KXPDC
FDQGLGDWH LV DVVRFLDWHG ZLWK XQGH VL UDEH X QH.[GHI FHWIHEG WZAHRRD K D
DEDQGRQ LWV GHYHORSPHQW RU OLPLW GHYHORSPHQW WR FHUWDLQ X
HIITHFWV RU RWKHU FKDUDFWHULVWLFV DUH OHVWLYWMNHEH®HIQW SHHMAS NI
,Q RXU 3KDVH FOLQLFDO SLORW WULDO ZLWK WUHDWHG SDWLHQW\
WUHDWPHQW WKUHH SDWLHQWY H[SHULHQFHG WRIQUL B K'$ FOUBAYHI® \PH RHFDHU(
LQIHFWLRQ RQH UHSRUWHG KHPDWXULD EORRG LQ XULQH DQG RQH L
WUDQVXUHWKUDO SURVWDWHFWRP\ D W\SH Rl UHVHFWLRQ RI WKH SUR
LQYHVWLIJDWRU WR EH SRVVLEO\ UHODWHG WR LQRGLIWDJHQH ,Q WKH
SDWLHQWYV ZLWK 10,%& RQH VHULRXV DGYHUVH HYHQW FRQVLGHUHG S
UHTXLULQJ KRVSLWDOL]DWLRQ RFFXUUHG 6HULRXV DGYHUVH HYHQWYV
VWXG\ LQFOXGHG RQH SDWLHQW ZKR UHSRUWHG KHPDWXULD DQG RQH :
LQIHFWHG VXUJLFDO ZRXQG DIWHU HOHFWLYH VXUJHHY WR WHKRR 3 KDW K +

VWXG\ RI LQRGLIWDJHQH LQ FRPELQDWLRQ ZLWK %&* ZLWK SDWLHQ\
VHULRXV DGYHUVH HYHQW Rl KHDUW SDOSLWDWLRQV ZKLFK ZDV FRQVL
VWXG\ WUHDWPHQW 7KH VHULRXV DGYHUVH HYHQWY GLG QRW DIIHFW \
EHLQJ SODFHG RQ WKH ,1' ,Q DGGLWLRQ VXFK HIIHFWV RU FKDUDFWHU
LQWHUUXSW GHOD\ RU KDOW FOLQLFDO WULDOV RI RXU SURGXFW FDQC(
RWKHU WHVWV RU VWXGLHVY DQG FRXOG UHVXOW LQ D PRUH UHVWULFW
WKH )'$ RU FRPSDUDEOH IRUHLJQ UHJXODWRU\ DXWKRULWLHYV
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7KH FRPPHUFLDO YDOXH RI DQ\ FOLQLFDO VWXG\ WKDW ZH PD\ FRPPHQF
VLIJQLILFDQWO\ GHSHQG XSRQ RXU FKRLFH RI PHGLWISR $ RGD ML \R QRI@ WD C
RXU FOLQLFDO VWXG\ RI DQ LQGLFDWLRQ DQG RXU RQB ELRILRAQ LR FIRP
VWUDWHJI\ PD\ VLIJQLILFDQWO\ FRPSURPLVH RXU EXVLOHVV SURVSHFWYV

/| ZH VXFFHVVIXOO\ FRPSOHWH D FOLQLFDO VWXG\ QWX N LKRRP HRIFQ WO \Y
XSRQ RXU FKRLFH RI LQGLFDWLRQ DQG RXU VHOHFWLRQ RI D SDWLHQW
UHFRPELQDQW '1$ SODVPLGY DUH H[SHFWHG WR EH H[SUHVVHG LQ YDUL
KDYH WKH DELOLW\ WR WUHDW PDQ\ GLIITHUHQW NLQGW RISBRQ MWD LAKIXH
RI DQ LQGLFDWLRQ RU PD\ LQFRUUHFWO\ HVWLPDW H RILF DIDL G LWIR AXSOBW IH
DVVRFLDWHG ZLWK WUHDWLQJ DQ LQGLFDWLRQ )XUWKHUPRUH WKH TX
FOLQLFDO VWXG\ WKDW ZH PD\ FRQGXFW LQ WKH IXWXUH ZLOO GHSHQG
WHVWLQJ 2XU LQDELOLW\ WR FRPPHQFH FOLQLFDQ WHAMDNUIWOI\RU RXU F
FRPSURPLVH RXU EXVLQHVYVY SURVSHFWYV

2XU LQDELOLW\ WR DGGUHVVY WKH FKHPLVWU\ PDQXIDEWXWRXOBGQG FR(
VLIQLILFDQWO\ FRPSURPLVH RXU EXVLQHVV SURVSHFWYV

.| ZH FRPPHQFH DGGLWLRQDO FOLQLFDO VWXGLHV IRU RXU SURGXFW FL
VXFFHVVIXOO\ DQG WR DSSO\ IRU DQG REWDLQ UHJXODWRU\ DSSURYDO
GHYHORS DQ HVWDEOLVKHG PDQXIDFWXULQJ SURFHVYV DVVXULQJ FRQVL
TXDOLW\ IRU DOO SKDVHV RI FOLQLFDO WHVWLQJ DQG IRU FRPPHUFLDO
ODQXIDFWXULQJ 3UDFWLFHV RU F*03 2XU LQDELOLW\ WR VDWLVI\ WKH
UHJXODWRU\ ERGLHVY VXFK DV WKH )'$ ZRXOG HLWKHU SUHYHQW XV IU
REWDLQLQJ UHIJXODWRU\ DSSURYDO IRU PDUNHWLQJ HLWKHU RI ZKLFK
SURVSHFWYV

./ ZH RU LI RXU VHUYLFH SURYLGHUV RU DQ\ WKLUG SDUW\ PDQXIDFWXI
UHTXLUHPHQWY ZH RU WKH\ FRXOG EH VXEMHFW WRWHOR B RKH PHELD LDV
WR PDUNHW DQG VHOO RXU SURGXFW FDQGLGDWH

./ ZH RU LI RXU VHUYLFH SURYLGHUV RU DQ\ WKLUG SDUW\ PDQXIDFWX!
IRUHLJQ ODZV RU UHJXODWLRQV ZH FRXOG EH VXEMHFW WR HQIRUFHP!
WR GHYHORS PDUNHW DQG VHOO RXU SURGXFW FDQGLGDWH VXFFHVVI>
DFFHSWDQFH RI RXU SURGXFW FDQGLGDWH 7KHVH HQIRUFHPHQW DFWL

FUHVWULFWLRQV RQ RU SURKLELWLRQV DJDLQVW PDUNHWLQJ RXU S
FUHVWULFWLRQV RQ LPSRUWDWLRQ RI RXU SURGXFW FDQGLGDWH
FfVXVSHQVLRQ RI UHYLHZ RU UHIXVDO WR DSSURYH QHZ RU SHQGLQJ C
FVXVSHQVLRQ RU ZLWKGUDZDO RI SURGXFW DSSURYDOV

FSURGXFW VHL]XUHV

ILQMXQFWLRQV DQG

FFLYLO DQG FULPLQDO SHQDOWLHY DQG ILQHYV

I ZH RU LI RXU VHUYLFH SURYLGHUV RU DQ\ WKLUG SDUDW [PIQWIKDH W X |

SURWHFWLRQ RI WKH HQYLURQPHQW DQG KHDOWK DQG KXP@®W VDIHW\ :
DFWLRQV DQG RXU EXVLQHVV SURVSHFWV FRXOG EH DGYHUVHO\ DIIHFW

2XU UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHYVY DQG WHRYUWISHHUNUBF®
WKLUG SDUW\ PDQXIDFWXUHUV PD\ LQYROYH WKH XVH RI KD]JDUGRXV P|
YDULRXV IODPPDEOH DQG WR[LF FKHPLFDOV ,I ZH RU WKH\ IDLO WR D
ZH PD\ EH KHOG OLDEOH IRU UHVXOWLQJ GDPDJHV ZKLFK FRXOG EH VX
HQYLURQPHQWDO KHDOWK DQG ZRUNSODFH VDIHW\ ODZV DQG UHJXODV
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JRYHUQLQJ ODERUDWRU\ SURFHGXUHV H[SRVXUH WR EORRG ERUQH SD'
PDWHULDOV :H PD\ LQFXU VXEVWDQWLDO FRVWYV WRQMRMSD | LQHWWVKRMKH"
SHQDOWLHV LI ZH YLRODWH DQ\ RI WKHP ZKLFK FRXOG VLJQLILFDQWO\

5LVNV 56HODWHG WR &RPSHWLWLRQ DQG &RPPHUFLDOL]DWLRQ RI 2XU 3L

7KH SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\ PDUNHW LV KLIJKO\ FRPSHW
HITHFWLYHO\ ZLWK H[LVWLQJ SURGXFWV QHZ WUHDWPH®W MHRWKRGV D(
FRPPHUFLDOL]H DQ\ WKHUDSHXWLF SURGXFWYVY WKDW ZH PD\ GHYHORS L

7KH ELRWHFKQRORJ\ PDUNHW LV KLIJKO\ FRPSHWLWLYH LV VXEMHFW WI
DIIHFWHG E\ H[LVWLQJ ULYDO GUXJV DQG PHGLFDO SURFHGXUHV QHZ S
RWKHU SDUWLFLSDQWY 3KDUPDFHXWLFDO DQG ELRWIQRMKIQRORHIQFRRE D
DQG RWKHU SXEOLF DQG SULYDWH UHVHDUFK RUJDQL]DWLRQV PD\ SXU\
GUXJV RU RWKHU WKHUDSHXWLF SURGXFWV IRU WKH WUHDWPHQW RI VF
ZH H[SHFW WR WDUJHW LQFOXGLQJ 10,%& :H DOVR PD\ IDFH FRPSHWLW
DSSURYHG DQG DFFHSWHG E\ WKH PHGLFDO FRPPXQLW\HRH WKH WUHDYV
QXPEHU RI SURGXFWYV DUH FXUUHQWO\ XQGHU GHYHORSPHQW DQG PD\
WKH WUHDWPHQW RI VRPH RU DOO RI WKH GLVHDWHY WKDW ZH DUH WD

2XU FRPSHWLWRUV PD\ GHYHORS SURGXFWV PRUH UDSLGO\ RU PRUH HI

tPXFK JUHDWHU H[SHULHQFH DQG PXFK JUHDWHU ILQDQFLDO WHFKQL
VWDJH RI WKH GLVFRYHU\ GHYHORSPHQW PDQXIDFWXUH DQG FRPPH

$+ PRUH H[WHQVLYH H[SHULHQFH LQ SUH FOLQLFDO WHYWRRQQLERQGXFV
UHJXODWRU\ DSSURYDOV DQG PDQXIDFWXULQJ DQG PDUNHWLQJ WKH

FSURGXFWYVY WKDW KDYH EHHQ DSSURYHG RU DUH LQ ODWH VWDJHV RI
ftHVWDEOLVKHG GLVWULEXWLRQ QHWZRUNYV
IFROODERUDWLYH DUUDQJHPHQWY LQ RXU WDUJHW PRQWHWYGZLWK O

FHOWUHQFKHG DQG HVWDEOLVKHG UHODWLRQVKLSY ZLWK KHDOWKFDI

$V D UHVXOW RI DQ\ RI WKH IRUHJRLQJ IDFWRUV RXU FRPSHWLWRUV PIL
VLIQLILFDQW DGYDQWDJHYVY RYHU DQ\ WKHUDSHXWLF SURGXFWV WKDW :
LQ FRPPHUFLDOL]LQJ WKHLU SURGXFWYV WKDQ XV WKHMW. R@HAFEKBHR(
RXU EXVLQHVYVY SURVSHFWYV

H PD\ EH XQVXFFHVVIXO LQ XWLOL]JLQJ H[SHGLWHG RU RWKHU VLPLODU
SURGXFW FDQGLGDWH LQ WKH 8QLWHG 6WDWHY DQG (XURSH

JRU RXU FXUUHQW OHDG SURGXFW FDQGLGDWH ZH DUH FXUUHQWO\ SXI
H[SHGLWHG PDUNHWLQJ DSSURYDO LQ WKH 8QLWHG 6WDWHV $OWKRXJt
EDVHG RQ D IUDPHZRUN WKDW ZRXOG DOORZ IRU H[SHGLWHG RU RWKHU
XWLOL]LQJ VXFK UHIJXODWRU\ DSSURYDO SDWKZD\V RU UHTXLUH XV WR

,Q RXU OHDGLQJ LQGLFDWLRQ EODGGHU FDQFHU ZH IDFH FRPSHWLWLF
VWDQGDUG RI FDUH KDV VHYHUH VLGH HIIHFWYV +RZHYHU RXU FRPPHUF
RXU FRPSHWLWRUV GHYHORS DQG FRPPHUFLDOL]H SURGXFWYVY WUHDWP
DQG KDYH IHZHU RU OHVV VHYHUH VLGH HIIHFWV I VXFK SURGXFWYV DU
PD\ EH VLIJQLILFDQWO\ UHGXFHG
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(YHQ LI ZH UHFHLYH UHJXODWRU\ DSSURYDO WR PDUNHW RXU SURG
WR RXU SURGXFW FDQGLGDWH XSRQ LWV FRPPHUFLDOFRRWURGXFW
SURILWDEOH

‘H PD\ KDYH GLIILFXOWLHY FRQYLQFLQJ WKH PHGLFDO FRPPXQLW\ DQG
SURGXFWV WKDW PD\ EH DSSURYHG IRU FRPPHUFLDOL]DWLRQ LQ WKH I
PDUNHWSODFHV VXFK DV SK\VLFLDQV WKLUG SDUW\ SQJRUV DQG FRQV
UHFRPELQDQW '1$ SODVPLGV (YHQ LI VXFK WKHUDSIFBWO FRIF D¥XFHSWHG
PD\ QRW FRQVLGHU HIIHFWLYHQHVYVY DQG VDIHW\ DORQH DV D VXIILFLHQ
DOWHUQDWLYH WUHDWPHQW PHWKRGY DQG PHGLFDWLRQV WKDW DUH D

$Q\ WKHUDSHXWLF SURGXFWV WKDW ZH PD\ GHYHORS PD\ EHFRPH VXEM
WKLUG SDUW\ UHLPEXUVHPHQW SUDFWLFHV RU KHOYOMKHBW HQUHWKUWHP L C
SURILWDELOLW\ RI RXU EXVLQHVV

7TKH UHJXODWLRQV WKDW JRYHUQ SULFLQJ IRU QHZ PHGLFDO SURGXFW\
ZH PLIJIKW REWDLQ UHJXODWRU\ DSSURYDO IRU D SURGXFW LQ D SDUWL
UHIJXODWLRQV LQ WKDW FRXQWU\ WKDW GHOD\ WKH FRPPHUFLDO ODXQ
ZH DUH DEOH WR JHQHUDWH IURP WKH VDOH RI WKH SURGXFW LQ WKDW
DSSURYHG SURGXFWV VXFFHVVIXOO\ ZLOO GHSHQG LQ SDUW RQ WKH HJ[
EH DYDLODEOH IURP JRYHUQPHQW KHDOWK DGPLQLVWUDWLRQ DXWKRUI
(YHQ LI ZH VXFFHHG LQ EULQJLQJ RQH RU PRUH WKHUDSHXWLF SURGXF'
FRVW HIITHFWLYH DQG WKH DPRXQW UHLPEXUVHG IRU DQ\ SURGXFWYV PL
FRPSHWLWLYH EDVLV ,I| WKH SULFH ZH DUH DEOH WR FKDUJH IRU WKHU
GHYHORSPHQW DQG RWKHU FRVWY RXU SURILWDELOLW\ FRXOG EH DGY

5LVNV 5HODWHG WR 2XU '"HSHQGHQFH RQ 7KLUG 3DUWLHV

‘H UHO\ RQ D OLPLWHG QXPEHU RI WKLUG SDUWLHV IRU WIOW VXSSO\ RI
UHTXLUHG IRU RXU UHVHDUFK DQG GHYHORSPHQW DMWLXLWKHWVKHNHAH D
WKLUG SDUWLHV RU LI ZH DUH XQDEOH WR PDLQWIDL® RXWWHRIYW BR BW X
UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHYVY ZRXOG EH GHOD\HG

‘H UHO\ RQ WKLUG SDUWLHVY WR SURYLGH PDWHULDOV UHTXLUHG IRU R>?
PDWHULDOV UHTXLUHY YDULRXVY DSSURYDOV DV ZHOOFBM SUHDE®HQNHU B
ZLWK WKH SURYLGHU RI WKH PDWHULDOV :H PD\ QRW EH DEOH WR UHDI
RU GR VR RQ WHUPV DFFHSWDEOH WR XV ,I ZH DUH XQWEQXPWRUURD F K
VXSSOLHUV RI PDWHULDOV RXU UHVHDUFK DQG GHY HGROSHFAHDRW CREAWL Y L
EXVLQHVY SODQ ZLOO EH FRPSURPLVHG

7KH PDQXIDFWXUH RI UHFRPELQDQW '1$ SODVPLGV LQ SIAKWERXODU LV
UHTXLUHY PRQWKY RI DGYDQFH SODQQLQJ :H UHO\ RQ D OLPLWHG QXPI
XQDEOH WR DFTXLUH WKH QHFHVVDU\ DPRXQW RI SODVPLGY WR FRPSO}
VXEVWDQWLDOO\

‘H KDYH QR PDQXIDFWXULQJ H[SHULHQFH RU UHVRXWRH&HDNGR G ZH W KNVW
H[SHUWLVH RU UHO\ RQ WKLUG SDUWLHV WR PDQXIDFWXUH RXU SURGXF

‘H KDYH QR PDQXIDFWXULQJ H[SHULHQFH ,Q RUGHU WR GHYHORS RXU ¢
DQG FRPPHUFLDOL]H RXU SURGXFW FDQGLGDWH ZH ZLOO QHHG WR GH)
QHFHVVDU\ PDQXIDFWXULQJ FDSDELOLWLHV ODQXIDFWXULQJ RI RXU SU
UHTXLUHPHQWY VHW IRUWK LQ WKH )'$1V &RGH Rl )HGHUDO 5HJXODWLR
FDQGLGDWH LV DQ HOHPHQW RI WKH )'$ DSSURYDO SURRMHYNRDBISQZH ZL
VDWLVI\ WKH )'$ UHTXLUHPHQWY RQ DQ RQJRLQJ EDVLV EHIRUH ZH VHHI
UHFHLYH WKH QHFHVVDU\ UHJXODWRU\ DSSURYDO IRU RXU SURGXFW FD
LQFOXGLQJ RXU FROODERUDWRUVY WR PDQXIDFWXUH RXU WKHUDSHXWL
FRPPHUFLDO PDUNHWLQJ :H PD\ H[SHULHQFH GLIILFXOW\ LQ REWDLQLQ

U
R
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DGHTXDWH DQG WLPHO\ PDQXIDFWXULQJ FDSDFLW\ IRUIXROEQIH-FW® WULD
REWDLQ RU PDLQWDLQ FRQWUDFW PDQXIDFWXULQJ IRU RXU SURGXFW F
UHDVRQDEOH WHUPV ZH PD\ QRW EH DEOH WR VXFFHVVIXOO\ GHYHORS

5LVNV 5 HODWHG WR 2XU 2SHUDWLRQV

,] ZH DUH XQDEOH WR UHWDLQ TXDOLILHG HPSOR\HHY PRXEBHOELOLW\ WR
DGYHUVHO\ DIIHFWHG

7KH ORVV Rl WKH VHUYLFH RI HPSOR\HHV VXFK DV 'U J)UDQN +DOXVND
RXU &KLHI )LQDQFLDO DQG 2SHUDWLQJ 2IILFHU 'U 'DYLG .HUVWHLQ RX
.QLFNHUERFNHU RXU 6HQLRU 9LFH 3UHVLGHQW RI &0LRXBDXQAFHYHORSP
SUHVLGHQW RI &0LQLFDO 2SHUDWLRQV RU 'U OLFKDO *LORQ 2KHY =LR(
'"HYHORSPHQW ZRXOG OLNHO\ GHOD\ RXU DFKLHYHPHQW RI SURGXFW G
$OWKRXIK ZH KDYH HPSOR\PHQW DJUHHPHQWY ZLWK RXU NH\ HPSOR\HH
SURYLGH IRU DW ZLOO HPSOR\PHQW ZKLFK PHDQV WKDWKVXW B\W SR\ H
WLPH DQG IRU FHUWDLQ HPSOR\HHV ZLWKRXW QRWLFH :H GR QRW FDl
RINTLFHUYV

5HFUXLWLQJ DQG UHWDLQLQJ TXDOLILHG VFLHQWLILFR GQHQ LFDOD PDYR
EH FULWLFDO WR RXU VXFFHVV :H PD\ QRW EH DEOH WR{ DRWVIUDAVY NXKG
FRPSHWLWLRQ DPRQJ QXPHURXV SKDUPDFHXWLFDO DQG ELRWHFKQROR
H[SHULHQFH FRPSHWLWLRQ IRU WKH KLULQJ RI VFLHQWLILF DQG FOLQL
LOQOVWLWXWLRQV ,Q DGGLWLRQ ZH UHO\ RQ FRQVXOWDQWY DQG DGYLV|
LQ IRUPXODWLQJ RXU UHVHDUFK DQG GHYHORSPHQW DQG FRPPHUFLDOI
EH HPSOR\HG E\ HPSOR\HUV RWKHU WKDQ XV DQG PD\ KDYH FRPPLWPHQ
RWKHU HQWLWLHV WKDW PD\ OLPLW WKHLU DYDLODELOLW\ WR XV

8QGHU DSSOLFDEOH HPSOR\PHQW ODzV ZH PD\ QRW EH DEOH WR HQIRL

2XU HPSOR\PHQW DJUHHPHQWY JHQHUDOO\ LQFOXGH FRYHQDQWY QRW '
HPSOR\HHV LI WKH\ FHDVH ZRUNLQJ IRU XV IURP FRPSHWLQJ GLUHFWO
OLPLWHG SHULRG :H PD\ EH XQDEOH WR HQIRUFH WKHVH DJUHHPHQWYV
HPSOR\HHV ZRUN )RU H[DPSOH ,VUDHOL FRXUWY KDYH UHTXLUHG HPSC
FRPSHWH WR GHPRQVWUDWH WKDW WKH FRPSHWLWLYHPLMWWHIG OWPHEHW R I
PDWHULDO LQWHUHVWY RI WKH HPSOR\HU VXFK D\WW® KK NRRUFRIDHWFL RRQ B WF
SURWHFWLRQ RI LWV LOWHOOHFWXDO SURSHUW\ |IUPHEDQRRPW\GEHPRQ)
XQDEOH WR SUHYHQW RXU FRPSHWLWRUV IURP EHQHILWLQJ IURP WKH F
RXU FRPSHWLWLYHQHVY PD\ EH GLPLQLVKHG

:H PD\ EH VXEMHFW WR FODLPV WKDW RXU HPSOR\HHV KINVHHF ZHWRIRXOO
WKHLU IRUPHU HPSOR\HUV

0DQ\ Rl RXU HPSOR\HHV LQFOXGLQJ RXU VHQLRU PDQDJHPHQW ZHUH S
SKDUPDFHXWLFDO FRPSDQLHV LQFOXGLQJ RXU SRWHQWHBXWHRP SHWLW
SURSULHWDU\ ULJKWV QRQ GLVFORVXUH DQG QRQ FRPSHWLWLRQ DJUH
HPSOR\PHQW $OWKRXJK ZH WU\ WR HQVXUH WKDW RXU HPSOR\HHV GR
RI RWKHUV LQ WKHLU ZRUN IRU XV ZH PD\ EH VXEMHFW WR FODLPV WKI
LQWHOOHFWXDO SURSHUW\ LQFOXGLQJ WUDGH VHFUHWV RU RWKHU SU
HPSOR\HU :H DUH QRW DZDUH RI DQ\ WKUHDWHQHG RU SHQGLQJ FODLP
DJUHHPHQWYVY ZLWK RXU VHQLRU PDQDJHPHQW EXW LQ WKH IXWXUH OL\
FODLPV ,l ZH IDLO LQ GHIHQGLQJ DQ\ VXFK FODLPV LQ DGGLWLRQ WR !
LQWHOOHFWXDO SURSHUW\ ULJKWV RU SHUVRQQHO (YHQ LI ZH DUH VX|
FRXOG UHVXOW LQ VXEVWDQWLDO FRVWYV DQG EH D GLVWUDFWLRQ WR |
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‘H DUH H[SRVHG WR D ULVN RI VXEVWDQWLDO ORVV GXH WR FODLPV WK
RXU LQVXUDQFH SROLFLHY PD\ QRW IXOO\ FRYHU WKH ULVN RI ORVV DV

‘H DUH H[SRVHG WR WKH ULVN RI KDYLQJ FODLPV VHHNLQJ PRQHWDU\ G
VXIIHUHG E\ SDUWLFLSDQWY RI RXU FOLQLFDO VWXGLHV RU IRU ORVV R
DSSURYDO IRU FRPPHUFLDOL]DWLRQ LQ WKH IXWXUH ,Q HLWKHU HYHQV
FRXQWULHV RU UHJLRQV PD\ FRPPHQFH LQYHVWLIJDWLRQWBLMWXRUWDIH'
FRPPHUFLDOL]JHG GUXJ WKH PDQXIDFWXULQJ SURFHVVN®HRN RDBIQQLW
VXFK WULDO RU GUXJ DQG PD\ UHVXOW LQ PDQGDWRU\ RU YROXQWDU\
VLIQLILFDQW HQIRUFHPHQW DFWLRQ VXFK DV OLPLWLQJ WKH LQGLFDWI
VXVSHQVLRQ RU ZLWKGUDZDO RI DSSURYDO IRU DQ\ VXFK GUXJ ,QYHVV
DXWKRULW\ LQ RWKHU FRXQWULHY RU UHJLRQV DOVR FRXOG GHOD\ RU
GHYHORSPHQW SURJUDPV ,Q WKH HYHQW WKDW ZH DUH UHTXLUHG WR .
VHHN EDQNUXSWF\ RU WR OLTXLGDWH EHFDXVH RXU DVVHW DQG UHYHQ
GDPDJHV DQG DQ\ LQVXUDQFH WKDW ZH KDYH REWDLQHG RU PD\ REWDL
SURYLGH VXIILFLHQW FRYHUDJH DJDLQVW SRONDQIMIQIFA G IREDEIFO LISWIRHNL G2
FRYHUDJH LQ WKH DPRXQW RI XS WR PLOOLRQ LQ WKH DJJUHJDWH

2XU EXVLQHVVY DQG RSHUDWLRQV ZRXOG VXIIHU LQ WKH HYHQW RI V\VW

'"HVSLWH WKH LPSOHPHQWDWLRQ RI VHFXULW\ PHDVXUHV RXU LQWHUQI
UHVHDUFK RUJDQL]DWLRQV RU &52V DQG RWKHU FRQWUDFWRUV DQG F
YLUXVHV XQDXWKRUL]JHG DFFHVV QDWXUDO GLVDVWUBIUAND OV HUWLOXWIHWP

:KLOH ZH KDYH QRW H[SHULHQFHG DQ\ VXFK VI\VWHP IDLOXUH DFFLGHQ
WR RFFXU DQG FDXVH LOQWHUUXSWLRQV LQ RXU RSHUDWLRQV LW FRXO
SURJUDPV )RU H[DPSOH WKH ORVV RI FOLQLFDO WULDO GDWD IURP FR
UHVXOW LQ GHOD\V LQ RXU UHJXODWRU\ DSSURYDO HIIRUWY DQG VLJQLI
GDWD 7R WKH H[WHQW WKDW DQ\ GLVUXSWLRQ RU VHFXULW\ EUHDFK Z
DSSOLFDWLRQV RU LQDSSURSULDWH GLVFORVXUH RI FRQILGHQWLDO R
WKH IXUWKHU GHYHORSPHQW RI RXU SURGXFW FRXOG EH GHOD\HG

5LVNV 5HODWHG WR *RYHUQPHQW 5HIJXODWLRQ

‘H PD\ EH VXEMHFW WR 8 6 IHGHUDO DQG VWDWH DQG DOVR IRUHLJQ K
UHIJXODWLRQV DQG RWKHU UHJXODWRU\ UHIRUPV DQG D ILQGLQJ RI RX
UHJXODWLRQV DQG UHIRUPY FRXOG KDYH D PDWHULDO DGYHUVH HIIHFV

2XU RSHUDWLRQV PD\ EH GLUHFWO\ RU LQGLUHFWO\ DITHFWHG E\ YDULF
DEXVH ODZV 7KHVH LQFOXGH WKH 8 6 IHGHUDO DQWL NLFNEDFN VWDW
ZLOOIXOO\ RITHULQJ SD\LQJ VROLFLWLQJ RU UHFHLYLQJ UHPXQHUDWLI
UHIHUULQJ RUGHULQJ OHDVLQJ SXUFKDVLQJ RU DUUDQJLQJ IRU RU Ut
DQ LWHP RU VHUYLFH IRU ZKLFK SD\PHQW PD\ EH PDGH XQGHU 8 6 IHG
OHGLFDUH DQG OHGLFDLG SURJUDPV 7KH 8 6 IHGHUDO DQWL NLFNEDFN
SURYLVLRQV KDYH QRW EHHQ XQLIRUPO\ RU GHILQLWLYHO\ LQWHUSUHMW
PDQ\ VWDWHY KDYH DGRSWHG ODZV VLPLODU WR WKWYH8GGDAM@®HMUHD O DQ\
EURDGHU WKDQ WKDW VWDWXWH LQ WKDW WKHLU SURKLELWLRQV DUH 1
KHDOWKFDUH SURJUDP EXW LQVWHDG DSSO\ UHJDUGOHVV RI WKH VRX
LQ ILQHV LPSULVRQPHQW RU H[FOXVLRQ IURP JRYHUQPHQW VSRQVRUH

2XU UHODWLRQVKLSV ZLWK FXVWRPHUV DQG WKLH@® ©WUW\LSNEDRAN Z LOK
DQG DEXVH DQG RWKHU KHDOWKFDUH ODZV DQG UHVYYQFWILRQV EKNER
SHQDOWLHY SURJUDP H[FOXVLRQ FRQWUDFWXDO GDPDGHNKWXBXWDWL
HDUQLQJV

+HDOWKFDUH SURYLGHUV SK\WLFLDQV DQG WKLUG SDUW\ SD\RUV SOD\
SURGXFW IRU ZKLFK ZH REWDLQ PDUNHWLQJ DSSURYDO 2XU IXWXUH DL
PD\ H[SRVH XV WR EURDGO\ DSSOLFDEOH IUDXG DQG DEXVH DQG RWKHU
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WKDW PD\ FRQVWUDLQ WKH EXVLQHVYV RU ILQDQFLDO DUUDQJHPHQWYV D
GLVWULEXWH SURGXFWYV IRU ZKLFK ZH REWDLQ PDUNHWLQJ DSSURYDO
KHDOWKFDUH ODZVY DQG UHJXODWLRQV LQFOXGH WKH IROORZLQJ

$+ WKH IHGHUDO KHDOWKFDUH DQWL NLENEDFN VWDWXWH DV PHQWLRC
IURP NQRZLQJO\ DQG ZLOOIXOO\ VROLFLWLQJ RIIHULQJ UHFHLYLQJ
LQ FDVK RU LQ NLQG WR LQGXFH RU UHZDUG HLWKHU WKH UHIHUUDC
UHFRPPHQGDWLRQ RI DQ\ JRRG RU VHUYLFH IRU ZKLFK SD\PHQW PD
SURJUDPV VXFK DV OHGLFDUH DQG OHGLFDLG

+t WKH IHGHUDO )DOVH &ODLPV $FW LPSRVHV HY IRQW SXQ D/OMPL B ¥ WILRRY
DJDLQVW LQGLYLGXDOV RU HQWLWLHV IRU NQRZLQJO\ SUHVHQWLQJ
JRYHUQPHQW FODLPV IRU SD\PHQW WKDW DUH IDOVH RU IUDXGXOHQ
RU FRQFHDO DQ REOLJDWLRQ WR SD\ PRQH\ WR WKH IHGHUDO JRYHU

$+ WKH IHGHUDO +HDOWK ,QVXUDQFH 3RUWDELOLW\ DQG $FFRXQWDELO
+HDOWK ,QIRUPDWLRQ 7HFKQRORJ\ IRU (FRQRPLF DQG RBPLQLWDO +HEL
IRU HIHFXWLQJ D VFKHPH WR GHIUDXG DQ\ KHDOWKFDUH EHQHILW SL
PDQGDWRU\ FRQWUDFWXDO WHUPV ZLWK UHVSHFW WR VDIHJXDUGLQ
LQGLYLGXDOO\ LGHQWLILDEOH KHDOWK LQIRUPDWLRQ

+t WKH IHGHUDO IDOVH VWDWHPHQWY VWDWXWH SURKIREMHNM QR ELM JO
PDWHULDO IDFW RU PDNLQJ DQ\ PDWHULDOO\ IDOVH \HWQDWIRRRIHQW LQ
KHDOWKFDUH EHQHILWY LWHPV RU VHUYLFHV

+ WKH IHGHUDO WUDQVSDUHQF\ UHTXLUHPHQWYV XQGHU WKH +HDOWK &
GUXJV GHYLFHV ELRORJLFV DQG PHGLFDO VXSSOLHV WR UHSRUW W
LQIRUPDWLRQ UHODWHG WR SK\VLFLDQ SD\PHQWY DQG RWKHU WUDQ
LQYHVWPHQW LQWHUHVWYV DQG

tDQDORJRXV VWDWH ODZV DQG UHJXODWLRQV VXHX\ D\& ¥YOWDWR1 \DBONL
RU PDUNHWLQJ DUUDQJHPHQWY DQG FODLPV LQYROYLQJ KHDOWKFDL
JRYHUQPHQWDO WKLUG SDUW\ SD\RUV LQFOXGLQJ SULYDWH LQVXUH
FRPSDQLHV WR FRPSO\ ZLWK WKH SKDUPDFHXWLFDO LOEGYD/QW\TV YR
FRPSOLDQFH JXLGDQFH SURPXOJDWHG E\ WKH IHGHUDO JRYHUQPHQYV
UHSRUW LQIRUPDWLRQ UHODWHG WR SD\PHQWV WR SK\VLFLDQV DQG
HI[SHQGLWXUHV

6RPH VWDWH ODZV UHTXLUH SKDUPDFHXWLFDO RFRGXSDWQU\MY WHROKRPASDU \
FRPSOLDQFH JXLGHOLQHY DQG WKH UHOHYDQW FRPSOLDQFH JXLGDQFH
UHTXLUH GUXJ PDQXIDFWXUHUV WR UHSRUW LQIRUPDWLRQ UHODWHG W
DQG RWKHU KHDOWKFDUH SURYLGHUV RU PDUNHWLQJ H[SHQGLWXUHYV ¢
VHFXULW\ RI KHDOWK LQIRUPDWLRQ LQ VRPH FLUFXPVWDQFHY PDQ\ RI
DQG RIWHQ DUH QRW SUHHPSWHG E\ +,3%% WKXV FRPSOLFDWLQJ FRPSO

(IMTRUWV WR HQVXUH WKDW RXU EXVLQHVY DUUDQJHP HQWVOD2ANKDW KL UG
UHJXODWLRQV ZLOO LQYROYH VXEVWDQWLDO FROWVWNFR QW QAXGHRWKDBEWO R X
EXVLQHVY SUDFWLFHV PD\ QRW FRPSO\ ZLWK FXUUHQW RU IXWXUH VWD
I UDXG DQG DEXVH RU RWKHU KHDOWKFDUH ODZV DQG UHJXODWLRQV I
WKHVH ODZV RU DQ\ RWKHU JRYHUQPHQWDO UHJXODWLRQV WKDW PD\ D
FULPLQDO DQG DGPLQLVWUDWLYH SHQDOWLHY GDPDJHV ILQHV H[FOX
VXFK DV OHGLFDUH DQG OHGLFDLG DQG WKH FXUWDLOPHQW RU UHVWU:
RWKHU SURYLGHUYV RU HQWLWLHV ZLWK ZKRP ZH H[SHFW WR GR EXVLQF
OobzvV WKH\ PD\ EH VXEMHFW WR FULPLQDO FLYLO RIRP GRLYGLNNPHDWL Y
IXQGHG KHDOWKFDUH SURJUDPV
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,OQDGHTXDWH IXQGLQJ IRU WKH )'$ WKH 6(& DQG RW KB ELDR Y\HWDR HKQ WHD

QG UHWDLQ NH\ OHDGHUVKLS DQG RWKHU SHUVRM2QO GHMHORBM ® R
FRPPHUFLDOL]JHG LQ D WLPHO\ PDQQHU RU RW KRHIPZALQY/H QRIHPYIHI WXW K@ N
IXQFWLRQV RQ ZKLFK WKH RSHUDWLRQ RI RXU PSDEQHRXUPBX WIHDH VZK L

7KH DELOLW\ Rl WKH )'$ WR UHYLHZ DQG DSSURYH QHZ SURGXEWYV EDQ |
JRYHUQPHQW EXGJHW DQG IXQGLQJ OHYHOV DELOLW\ WR KLUH DQG UH
IHHV DQG VWDWXWRU\ UHJXODWRU\ DQG SROLF\ FKDGJHY USIFHQMWH U
\HDUV DV D UHVXOW ,Q DGGLWLRQ JRYHUQPHQW IXQGLQJ RI WKH 6(& C
RSHUDWLRQV PD\ UHO\ LQFOXGLQJ WKRVH WKDW IXQGSRIOLMDLEP DQG |
SURFHVV ZKLFK LV LQKHUHQWO\ IOXLG DQG XQSUHGLFWDEOH

'LVUXSWLRQV DW WKH )'$ DQG RWKHU DJHQFLHYV PD\ DOVR VORZ WKH W|
DSSURYHG E\ QHFHVVDU\ JRYHUQPHQW DJHQFLHV ZKLFK ZRXOG DGYHU

ODVW VHYHUDO \HDUV LQFOXGLQJ EHJLQQLQJ RQ 'HFHPEHU WKH
DQG FHUWDLQ UHJXODWRU\ DJHQFLHV VXFK DV WKH )'$ DQG WKH 6(& K
JRYHUQPHQW HPSOR\HHV DQG VWRS FULWLFDO DFWLYLWLHV ,I D SURO

VLIQLILFDQWO\ LPSDFW WKH DELOLW\ RI WKH )'$ WR WLRKDRKUARKBL DC
KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV )XUWKHU XSRQ
D SXEOLF FRPSDQ\ IXWXUH JRYHUQPHQW VKXWGRZQV FRXOG LPSDFW R
QHFHVVDU\ FDSLWDO LQ RUGHU WR SURSHUO\ FDSLWDOL]JH DQG FRQWL(

5LVNV 5HODWHG WR 2XU ,QWHOOHFWXDO 3URSHUW\ DQG 3RWHQWLDO /L

SDWHQWYV WKDW ZH KDYH OLFHQVHG H[FOXVLYHO\ IURIPWHY B KB ZLOO H|[
PDUNHWLQJ H[FOXVLYLW\ ZKHWKHU WKURXJK WKH XVM/RI DGGLWLRQDO
UHIJXODWLRQV ZH PD\ IDFH LQFUHDVHG FRPSHWLWLR QSDM RQWW WK W L
ZH KDYH XVHG LQ RXU UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV

6LJQLILFDQW SDWHQWY XQGHUO\LQJ RXU OHDG SURGXFW FDQGLGDWH

<LVVXP JUDQWHG WR XV EHJDQ H[SLULQJ LQ DIWHU ZKLFK WLPH DC(
JHQHULF DOWHUQDWLYHVY WR RXU SURVSHFWLYH GUXJV WR WKH H[WHC
VXFK DV H[FOXVLYLW\ RI ELRORJLFDO GUXJV LQ WKH 8QLWHG 6WDWHV I

‘H DUH UHTXLUHG DQG PD\ EH UHTXLUHG LQ WKH I’SWKWHN RERHUVHQVH
RUGHU WR GHYHORS RXU SURGXFWYV ,I ZH FDQQRWRRESIDRHVXORK OLFH ¢
PDLQWDLQ RU HQIRUFH WKH SDWHQWY XQGHUO\LQ EXWXIFEHYLVFEHQRWSH R
ZLOO EH KDUPHG

‘H FXUUHQWO\ OLFHQVH SDWHQWV LQ FRQGXFWLQJ RXU UHVHDUFK DQG
DGGLWLRQDO OLFHQVHV LQ WKH IXWXUH LI ZH EHOLHYH LW LV QHFHVVIE
GHYHORSPHQW HIIRUWY WR XVH WKLUG SDUW\ LQWHOOHFWXDO SURSHU
SURSHUW\ ULJKWV Rl WKLUG SDUWLHYV

6KRXOG ZH VXFFHHG LQ REWDLQLQJ DQ\ VXFK OLFHQVH RXU EXVLQHVYV
OLFHQVRUV WR REWDLQ PDLQWDLQ DQG HQIRUFH SDWHQW SURWHFWLR
PD\ WHUPLQDWH RXU OLFHQVH PD\ QRW VXFFHVVIXGG0OEERWHRQW HVKD'
ZH KDYH OLFHQVHG PD\ GHWHUPLQH QRW WR SXUVXH OLWLJDWLRQ DJC
PD\ SXUVXH VXFK OLWLJDWLRQ OHVV DJJUHVVLYHO\ WKD® SZHHU X\R XVOKD WL
ZH KDYH OLFHQVHG DQG WKDW ZH PD\ OLFHQVH LQ WKH IXWXUH RWKHL
LGHQWLFDO SURGXFWV IRU VDOH ZKLFK FRXOG DGYHUVHO\ DIITHFW RXU
SURVSHFWYV

.| ZH IDLO WR FRPSO\ ZLWK RXU REOLJDWLRQV XQBWWRBXYHODMWMHELVH ZL"
DJUHHPHQWY WR ZKLFK ZH DUH FXUUHQWO\ D SDUW\ RIWU JKDINVE W K QWVKBI\
EH QH

J
H FHVVDU\ IRU GHYHORSLQJ RXU SODVPLG EDVHG WKHUDSHXWLF SL

7KH H[FOXVLYH OLFHQVH JUDQWHG WR XV E\ <LVVXP DQG DQ\ OLFHQVH
ZLWK RXU HIIRUWY WR GHYHORS GUXJV XWLOL]JLQJ UHFRPELQDQW '1$ S
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GHYHORSPHQW FRPPHUFLDOL]DWLRQ IXQGLQJ UR\DOW\ GLOLJHQFH \
2XU REOLJDWLRQV XQGHU DQ\ RI WKHVH OLFHQVH DJUHHPHQWYV FRXOG

$+ UR\DOW\ SD\PHQWYV

$+DQQXDO PDLQWHQDQFH IHHV

$SURYLGLQJ SURJUHVV UHSRUWYV

+ PDLQWDLQLQJ LQVXUDQFH FRYHUDJH

$+SD\LQJ IHHV UHODWHG WR SURVHFXWLRQ PDLQWHQDQFH DQG HQIRU
$+ PLQLPXP DQQXDO SD\PHQWV DQG

$+ XQGHUWDNLQJ GLOLJHQW HIIRUWY WR GHYHORS DQG WR LQWURGXFF
VRRQ DV SUDFWLFDEOH

, 1 ZH ZHUH WR EUHDFK DQ\ RI RXU PDWHULDO REOLJDWLRQV DV GHVFUL
WHUPLQDWH WKH OLFHQVH ZKLFK FRXOG UHVXOW LQ RXU EHLQJ XQDEO
FRYHUHG E\ WKH OLFHQVHG WHFKQRORJ\ RU D FRPSHWLWRU JDLQLQJ D
WKH H[FOXVLYH OLFHQVH JUDQWHG WR XV E\ <LVVXPZHLENKRPKIDY WKH
EDQNUXSW RU LQVROYHQW RU LI RXU EXVLQHVV LV SODFHG LQ WKH KD
<LVVXP KDV WKH ULJKW WR WHUPLQDWH WKH OLFHQ\WID \RR DRF IRGWWHURI
PDWHULDO EUHDFK ZLWKLQ QLQHW\ GD\V RI <LVVXPYV QRWQFHJRDRKUW\P
FXUDEOH ZLWKLQ GD\V ,I| WKH PDWHULDO EUHDFK FDQQRW EH UHPHG
OLFHQVH LI ZH WDNH UHDVRQDEOH FRPPHUFLDO DEWH RDKW RVRIXOHOVY XF K
&RQWUDFW /DZ 5HPHGLHYV IRU %UHDFK RI &8RQWUDFW GHILQHV WKI
UHJDUGYVY WR ZKLFK LW PD\ EH DVVXPHG WKDW D UHDVRQDEOH SHUVRQ
KDG WKDW SHUVRQ IRUHVHHQ WKH EUHDFK DQG WKH RXWFRPH WKHUHR
LQ WKH DJUHHPHQW $FWV WKDW PD\ FRQVWLWXWRD PRWBIXEGBOIRUHDF
H[DPSOH WKH JUDQWLQJ RI VXEOLFHQVHYVY QRW LQ FRPSDED@PHK RWK V
RXU REOLJDWLRQV WR SD\ UR\DOWLHYV DQG SURYLGH WKH QHFHVVDU\ U
QRW WR GLVFORVH RU PLVXVH FHUWDLQ FRQILGHQWLDO LQIRUPDWLRQ
DQG FRPPHUFLDOL]H WKH OLFHQVHG WHFKQRORJ\ LQFOXGLQJ RXU REO
DFWLYLWLHY DQG WR FRQGXFW SDWHQW SURVHFXWLRQ DQG PDLQWHQ

&RQILGHQWLDOLW\ DJUHHPHQWY ZLWK HPSOR\HHV DQGRRWHKHWBCHPD\ QR
VHFUHWY DQG RWKHU SURSULHWDU\ LQIRUPDWLRQ

‘H FXUUHQWO\ UHO\ DQG LOQWHQG WR UHO\ LQ WKH IXWXUH RQ WUDGH
SURWHFWHG E\ SDWHQWYVY WR PDLQWDLQ RXU FRPSHWLWLYH SRVLWLRQ
SURFHVVHV ZH DOVR UHO\ LQ SDUW RQ FRQILGHQWLDOLW\ DJUHHPHQW
RXWVLGH VFLHQWLILF FROODERUDWRUY DQG VSRQVRUHG UHVHDUFKHU\
HITHFWLYHO\ SUHYHQW GLVFORVXUH RI FRQILGHQWLDO LQIRUPDWLRQ D
RI XQDXWKRUL]JHG GLVFORVXUH RI FRQILGHQWLDO LQIRUPDWLRQ ,Q DG
VHFUHWY DQG SURSULHWDU\ LQIRUPDWLRQ DQG LQ VXFK FDVHV ZH FR>
SDUW\ &RVWO\ DQG WLPH FRQVXPLQJ OLWLIJDWLRQ FRXOG EH QHFHVVD
SURSULHWDU\ ULJKWV DQG IDLOXUH WR REWDLQ RU PDLQWDLQ WUDGH
SRVLWLRQ DQG KDUP RXU EXVLQHVV SURVSHFWYV

,/ ZH DUH XQDEOH WR REWDLQ DQG HQIRUFH SDWHQW SURWHFWLRQ IRU
FRPPHUFLDOL]H RXU SURGXFW ZLOO EH KDUPHG

2XU VXFFHVV GHSHQGY WR D FRQVLGHUDEOH H[WHQW RQ RXU DELOLW
ZH GHYHORS XQGHU WKH SDWHQW DQG RWKHU LQWHOOHFWXDO SURSHU
ZH PD\ SUHYHQW RWKHUV IURP XQODZIXOO\ XVLQJ RXU LQYHQWLRQV DC(
SKDUPDFHXWLFDO RU ELRWHFKQRORJ\ FRPSDQLHV LQFOXGLQJ RXUV L
DQG IDFWXDO FRQVLGHUDWLRQV 7KH VWDQGDUGV WKDW WKH
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8 6 3DWHQW DQG 7UDGHPDUN 2IILFH RU WKH 372 DQG LWV IRUHLJQ FR
DSSOLHG SUHGLFWDEO\ RU XQLIRUPO\ DQG PD\ FKDQJH 7KHUH DOVR LV
VXEMHFW PDWWHU DQG VFRSH RI FODLPV JUDQWHG RU DOHDQRZIDRAM LQ
ULJKWYV DUH QRW GLUHFWO\ FKDOOHQJHG GLVSXWHV DPRQJ WKLUG SD
LOQWHOOHFWXDO SURSHUW\ ULJKWV $FFRUGLQJO\ ZH GR QRW NQRZ WK
RU WKH EUHDGWK RI FODLPV WKDW ZLOO EH DOORZHG ZLWK UHVSHFW V
PHUH LVVXDQFH RI D SDWHQW GRHV QRW JXDUDQWHH WKDW LW LV YDO

‘H PD\ EHFRPH LQYROYHG LQ ODZVXLWYV WR SURWHFW RWHH®/IRRH-H RXU
FRQVXPLQJ DQG XQVXFFHVVIXO

$ WKLUG sSDUW\ PD\ VXH XV IRU LQIULQJLQJ LWV SDWHQW ULJKWV RU PIL
FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ /LNHZLVH ZH PD\ QHH(
OLFHQVHG WR XV RU WR GHWHUPLQH WKH VFRSH DQG YDOLGLW\ RI WKL
LQIULQJHPHQW SURFHHGLQJ D FRXUW PD\ GHFLGH WKDW WKH SDWHQW
RU PD\ UHIXVH WR VWRS WKH RWKHU SDUW\ [URP XVLQJ WKH WHFKQROF
FRYHU WKH WHFKQRORJ\ LQ TXHVWLRQ $Q DGYHUVH UHVXOW LQ DQ\ Ol
SDWHQWY DW ULVN RI EHLQJ LQYDOLGDWHG RU LQWHUSUHWHG QDUURZ
GLVFRYHU\ UHTXLUHG LQ FRQQHFWLRQ ZLWK LQWHOOHFWXDO SURSHUW
LQIRUPDWLRQ FRXOG EH FRPSURPLVHG E\ GLVFORVXUH GXULQJ WKLV W
KDYH ULJKWV WR ILOH DQG SURVHFXWH VXFK FODLPV DQG ZH DUH UHOL
SURFHHGLQJ UHODWLQJ WR LQWHOOHFWXDO SURSHUW\ ULJKWV HYHQ 1
OLWLIJDWLRQ ZRXOG GLYHUW RXU PDQDJHPHQWfV HIMIZWMVZRX®EB DRWQL
EH DEOH WR VXVWDLQ WKH FRVWYV RI DQ\ VXFK OLWLIJDWLRQ DQG ZRXOt
RI RXU OLPLWHG DVVHW DQG UHYHQXH EDVH

‘H PD\ EHFRPH VXEMHFW WR FODLPV IRU UHPXQHUDWLRQKRMW UER\DOWLH)
RXU HPSOR\HHV ZKLFK FRXOG UHVXOW LQ OLWLJDWLRQ DQG DGYHUVHC

‘H PD\ EH VXEMHFW WR FODLPV WKDW IRUPHU HPSOR\HHVY FROODERUDYV
ULJKW WR FRPSHQVDWLRQ ZLWK UHVSHFW WR RXU FXUUHQW SDWHQW |
LQWHOOHFWXDO SURSHUW\ DV DQ LQYHQWRU RU FR LQYHQWRU )RU H[L
FRQIOLFWLQJ REOLJDWLRQV RI FRQVXOWDQWY RU RWKHUV ZKR DUH LQ"
QHFHVVDU\ WR GHIHQG DJDLQVW WKHVH DQG RWKHU FODLPV FKDOOHQJ
FRPSHQVDWLRQ ,lI ZH IDLO LQ GHIHQGLQJ DQ\ VXFK FODLPV LQ DGGLW
YDOXDEOH LQWHOOHFWXDO SURSHUW\ ULJKWV VXFK DV H[FOXVLYH RZ(
SURSHUW\ 6XFK DQ RXWFRPH FRXOG KDYH D PDWHULDO DGYHUVH HIIHE
GHIHQGLQJ DJDLQVW VXFK FODLPV OLWLJDWLRQLRRXWRE PBYXOMP HQW X
RWKHU HPSOR\HHV

$ VLIQLILFDQW SRUWLRQ RI RXU LQWHOOHFWXDO SURSHUW\ KDV EHHQ
HPSOR\PHQW ZLWK XV 8QGHU WKH ,VUDHOL 3DWHQW /DZ RU WK
HPSOR\HH LQ WKH FRXUVH DQG DV D UHVXOW RI RU DULVLQJ IURP KLV F
SVHUYLFH LQYHQWLRQV ~ ZKLFK EHORQJ WR WKH HP S®®RMHH DENGHQW D
HPSOR\HU JLYLQJ WKH HPSOR\HH VHUYLFH LQYHQWLRQ ULJKWV 7KH 3D
DJUHHPHQW EHWZHHQ DQ HPSOR\HU DQG DQ HPSOR\HH WKH ,VUDHOL &
&RPPLWWHH D ERG\ FRQVWLWXWHG XQGHU WKH 3DWH@QWHBZWRKDOO G|
UHPXQHUDWLRQ IRU KLV RU KHU LQYHQWLRQV 5HFHQW GHFLVLRQV E\ V
6XSUHPH &RXUW RQ DSSHDO KDYH FUHDWHG XQFHUWDLQW\ LQ WKLV DI
UHPXQHUDWLRQ IRU WKHLU VHUYLFH LQYHQWLRQV GHVSLWH KDYLQJ VS
GHFLVLRQ E\ WKH &RPPLWWHH KHOG WKDW VXFK ULJKW FDQ EH ZDLYHG
DQ H[SOLFLW UHIHUHQFH WR WKH ZDLYHG ULJKW LV QRW QHFHVVDU\ LG
RI VXFK ULJKW WR EH YDOLG 6XFK ZDLYHU FDQ EH IRUPDOL]JHG LQ ZUL\
SDUWLHV LQ DFFRUGDQFH ZLWK WKH UXOHV RI LQWUW Ul ® WHRRWIDWWILR Q FRH Q V
RI LQYHQWLRQ DJUHHPHQWYV ZLWK RXU
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HPSOR\HHV SXUVXDQW WR ZKLFK VXFK LQGLYLGXDOV DVVLJQ WR XV DO
WKHLU HPSOR\PHQW RU HQJDJHPHQW ZLWK XV $OWKRXJK RXU HPSOR\H
ULJKWV DQG KDYH VSHFLILFDOO\ ZDLYHG WKHLU ULJKW WR UHFHLYH DC
WKHLU UHJXODU VDODU\ bQG EHQHILWY ZH PD\ IDFH FODLPV GHPDQGL(
LOQYHQWLRQV

L, QWHOOHFWXDO SURSHUW\ ULJKWV GR QRW QHFHVWILW.IOWHD GG VB Q W IDJH

7KH GHJUHH RI IXWXUH SURWHFWLRQ DIIRUGHG E\ RXU LQWHOOHFWXDO
SURSHUW\ ULJKWVY KDYH OLPLWDWLRQV DQG PD\ QRW DGHTXDWHO\ SUF
FRPSHWLWLYH DGYDQWDJH 7KH IROORZLQJ H[DPSOHV DUH LOOXVWUDW

ft2WKHUV PD\ EH DEOH WR PDNH SURGXFWV WKDW DUH VLPLODU WR R
SDWHQWY WKDW ZH RZQ RU KDYH H[FOXVLYHO\ OLFHQVHG

$:H RU RXU OLFHQVRUV RU VWUDWHJLF SDUWQHUV PLIJKW QRW KDYH E
LVVXHG SDWHQW RU SHQGLQJ SDWHQW DSSOLFDWLRQ WKDW ZH RZQ

$:H RU RXU OLFHQVRUV RU VWUDWHJILF SDUWQHUV PLIJKW QRW KDYH E
FHUWDLQ RI RXU LQYHQWLRQV

F2WKHUV PD\ LQGHSHQGHQWO\ GHYHORS VLPLODU RU DOWHUQDWLYH
ZLWKRXW LQIULQJLQJ RXU LQWHOOHFWXDO SURSHUW\ ULJKWYV

f,WLV SRVVLEOH WKDW RXU SHQGLQJ SDWHQW DSSOLFDWLRQV ZLOO

¥ ,VVXHG SDWHQWYVY WKDW ZH RZQ RU KDYH H[FOXVLYHO\ OLFHQVHG PD
DGYDQWDJHV RU PD\ EH KHOG LQYDOLG RU XQHQIRUFHDEOH DV D U

f2XU FRPSHWLWRUV PLJKW FRQGXFW UHVHDUFK DQG GHYHORSPHQW L
SDWHQW ULJKWYV DQG WKHQ XVH WKH LQIRUPDWLRQ OHDUQHG IURP \
VDOH LQ RXU PDMRU FRPPHUFLDO PDUNHWYV

f:H PD\ QRW GHYHORS DGGLWLRQDO SURSULHWDU\ WHFKQRORJLHV WE

f7KH SDWHQWYV RI RWKHUV PD\ KDYH DQ DGYHUVH HIIHFW RQ RXU EXV
6KRXOG DQ\ RI WKHVH HYHQWYVY RFFXU WKH\ FRXOG VLJQLILFDQWO\ KDL

5LVNV 5 HODWHG WR 2XU 2SHUDWLRQV LQ ,VUDHO

,] WKHUH DUH VLJQLILFDQW VKLIWYV LQ WKH SROLDMLCFDION FRRQBPK DB YOHQD
PDWHULDO DGYHUVH HIITHFW RQ RXU RSHUDWLRQV

2XU FRUSRUDWH KHDGTXDUWHUV DQG UHVHDUFK DQG GHYHORSPHQW ID
RXU HPSOR\HHV RIILFHUV DQG GLUHFWRUV DUH UHVLGHQWV RI ,VUDHO
FRQGLWLRQV LQ ,VUDHO PD\ GLUHFWO\ DIIHFW RXUUDXVQA. QBVYV 6DQFH W
QXPEHU RI DUPHG FRQIOLFWV KDYH WDNHQ SODFH EHWZHHQ ,VUDHO DC
KDYH LQFOXGHG KRVWLOLWLHV IURP +H]JEROODK LQ /HHANQR®LFEG EHW?Z
UHVXOWHG LQ URFNHWYV EHLQJ ILUHG LQWR ,VUDHO ¥ D)) D@GEWVYRROW
,VUDHO IDFHV WKUHDWYV IURP WKH FLYLO ZDU LQ 6\ULD DQG IURP ,UDQ
PD\ RFFXU DV D UHVXOW RI DQ HYHQW DVVRFLDWHGWHKRMJ K MK N H¥X D H\
JRYHUQPHQW LV FXUUHQWO\ FRPPLWWHG WR FRYHULQDOXWKB EMLQVWDW
WHUURULVW DWWDFNV RU DFWV RI ZDU ZH FDQQRW DIMY/K® HRR X IWKDW
PDLQWDLQHG ZLOO EH VXIILFLHQW WR FRPSHQVDWH XV IXOO\ IRU GDPI
FRXOG DGYHUVHO\ DIIHFW RXU RSHUDWLRQV DQG UHVXOWV Rl RSHUDW|
UHVXOW RI VXFK D FRQIOLFW FRXOG KDYH D PDWHULDO DGYHUVH HIIHF
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JXUWKHUPRUH RXU RSHUDWLRQV FRXOG EH GLVUXSWHG E\ WKH REOLJL
6RPH RI RXU HPSOR\HHV EDVHG LQ ,YyVUDHO PD\ EH FDOOHG XSRQ WR SH
FLUFXPVWDQFHYVY PD\ EH FDOOHG WR LPPHGLDWH DQ®UXBEWNWHGEVENGRHW
DEVHQFH RI D VLIQLILFDQW QXPEHU RI HPSOR\HHV GXHON D IRHBWWDXJ V
EXVLQHVVY DQG UHVXOWYV RI RSHUDWLRQV

BHYHUDO FRXQWULHV SULQFLSDOO\ LQ WKH 0L G G OHFRFS\D QLHW D IQF3N
DGGLWLRQDO FRXQWULHV PD\ LPSRVH UHVWULFWLRQWR® KHRL QY BXVLQ
UHVXOW Rl KRVWLOLWLHV LQ WKH UHJLRQ RU RWKHUZLVH

%HFDXVH D VXEVWDQWLDO SRUWLRQ RI RXU UH Y HHQ/XRIW KFUHWKHRW RS UW
IXQFWLRQDO FXUUHQF\ ZH ZLOO EH H[SRVHG WR ZIIOXFAWKRX\OL® @\H LDWALXY
DIIHFW RXU ILQDQFLDO FRQGLWLRQ

,Q WKH IXWXUH ZH H[SHFW WKDW D VXEVWDQWLDO SRUWLRQ RI RXU UH
IXQFWLRQDO FXUUHQF\ :H FXUUHQWO\ PDLQWDLQ RXU ILQDQFLDO UHFR
UHSRUW RXU ILQDQFLDO UHVXOWV LQ 8 6 GROODUV $V D UHVXOW RXL
DIIHFWHG E\ IOXFWXDWLRQV LQ WKH H[FKDQJH UDWHV RI FXUUHQFLHV I

$Q\ ,VUDHOL JRYHUQPHQW IXQGLQJ WKDW ZH UHFHLYHVIRURPLHMY RDUFK D
SURKLELW RXU DELOLW\ WR PDQXIDFWXUH SURGXFWV XQGHWUDQYRIHU N
VDWLVI\ VSHFLILHG FRQGLWLRQV

‘H KDYH UHFHLYHG UR\DOW\ EHDULQJ IXQGLQJ IURP WKH ,VUDHOL JRYH!
IRUPHUO\ WKH 21ILFH Rl WKH &KLHI 6FLHQWLVW RI WKH OLQLVWU\ RI (F
RXU UHVHDUFK DQG GHYHORSPHQW H[SHQGLWXUHV ,VUDHOL ODZ UHTX
IXQGLQJ EH PDQXIDFWXUHG LQ ,VUDHO XQOHVV WKH ,,$ DSSURYHV RWk
FRQGLWLRQHG RQ DQ LQFUHDVH LQ WKH PD[LPXP DPRXQW RI UR\DOWLH
GHSHQGHQW RQ WKH H[WHQW RI WKH PDQXIDFWXULQJ WR EH FRQGXFWt#
IXQGHG WHFKQRORJLHYV DQG NQRZ KRZ PD\ EH VROG IUHHO\ WKH WUDQ
WKH XQGHUO\LQJ ,,$ IXQGHG WHFKQRORJLHY DQG NQRZ KRZ LV UHVWUL
RI WKH ,,$ DQG LI WKH WUDQVIHU LV PDGH RXWVLGH RI ,VUDHO WKHQ L
UHGHPSWLRQ IHH ZKLFK PD\ EH VXEVWDQWLDO

| ZH IDLO WR FRPSO\ ZLWK WKH UHVWULFWLRQV DQG FRQGLWLRQV LPS
VXEMHFW WR WKH VDQFWLRQV WKDW DUH VHW IRUWK XQGHU ,VUDHOL C
SUHYLRXVO\ UHFHLYHG WRJHWKHU ZLWK LQWHUHVWDD®8& B H QDXEWMHHFW 1
FULPLQDO FKDUJHV 7KH GLIILFXOWLHV DQG FRVW RI REWDLQLQJ WKH T
ULJKWV WHFKQRORJ\ RU NQRZ KRZ RXWVLGH RI ,VUDHO FRXOG SUHYHQ
WUDQVDFWLRQV WKDW SURYLGH IRU VXFK D WUDQVIHU ZKLFK LQ WXUQ
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

&XUUHQF\ HIFKDQJH FRQWUROV PD\ UHVWULFW RXU DELOLW\ WR XWLOL

‘H H{SHFW WR UHFHLYH SURFHHGV IURP VDOHV RI DQ\ SURGXFW ZH PD\
RSHUDWLRQDO FRVWV DQG H[SHQVHV LQ 8 6 GROODUV (XURV DQG RW
WR H[LVWLQJ RU IXWXUH UXOHV DQG UHJXODWLRQV RQ FXUUHQF\ FRQY
UHJXODWLRQV ZHUH OLEHUDOL]HG VLJQLILFDQWO\ DQG WKHUH DUH FX
UHPDLQV LQ HIIHFW KRZHYHU SXUVXDQW WR ZKLFK VXFK FXUUHQF\ FR
DFWLRQ DW DQ\ WLPH :H FDQQRW DVVXUH WKDW V XMXWFRE@W\URRXOLL Q@
KDYH DQ DGYHUVH HIITHFW RQ RXU RSHUDWLRQV

(QIRUFLQJ D 8 6 MXGJPHQW DJDLQVW XV DQG RXU H[HFXWXUVHWLIHVFHUYV
ODZ FODLPV LQ ,VUDHO PD\ EH GLIILFXOW

‘H DUH LQFRUSRUDWHG LQ ,VUDHO 6RPH RI RXU H[HFXWLYH RIILFHUV D
DUH ORFDWHG RXWVLGH RI WKH 8QLWHG 6WDWHYV 7KHUHIRUH D MXGJP
8QLWHG 6WDWHYV LQFOXGLQJ RQH EDVHG RQ WKH FLYLO OLDELOLW\ SU
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VHFEXULWLHY ODZV PD\ QRW EH FROOHFWLEOH LQ WKHRBXUWH GW6 WD\WH"
DOVR EH GLIILFXOW WR DIIHFW VHUYLFH RI SURFHV8/6R Y MAXHMHNY 5 H W ORDQ
FODLPV LQ RULJLQDO DFWLRQV LQVWLWXWHG LQ ,VUDHO

(YHQ LI DQ ,VUDHOL FRXUW DJUHHV WR KHDU VXFK D FODLP LW PD\ GH)\
WR WKH FODLP 8QGHU ,VUDHOL ODZ LI 8 6 ODZ LV IRXQG WR EH DSSOl
8 6 ODZ PXVW EH SURYHG DV D IDFW ZKLFK FDQ EH D WLPH FRQVXPLQJ
SURFHGXUH ZRXOG EH JRYHUQHG E\ ,VUDHOL ODZ 7KHUH LV OLWWOH E
6HH 3(QIRUFHDELOLW\ RI &LYLO /LDELOLWLHV  IRU DGGLWLRQDO LQIRUF
XV DQG RXU H[HFXWLYH RIILFHUVY DQG GLUHFWRUYV

<RXU ULJKWYVY DQG UHVSRQVLELOLWLHYV DV RYU OBPZUHBKRK AD\Z&IOIOHBEHL
VRPH UHVSHFWV IURP WKH ULJKWV DQG UHVSRQVLELOLWLHYVY RI VKDUHK

6LQFH ZH DUH LQFRUSRUDWHG XQGHU ,VUDHOL ODZ WKH ULJKWV DQG L
RXU DUWLFOHV RI DVVRFLDWLRQ DQG ,VUDHOL ODYSRAKWWHIUR BPKWRHDWQLG
DQG UHVSRQVLELOLWLHV RI VKDUHKROGHUV RI 8 6 FRUSRUDWLRQV ,Q
LQ JRRG IDLWK DQG LQ D FXVWRPDU\ PDQQHU LQ H[HUFLVLQJ LWV ULJK’
RWKHU VKDUHKROGHUY DQG WR UHIUDLQ IURP DEXVLQJ LWV SRZHU LQ

RQ FHUWDLQ PDWWHUV VXFK DV DQ DPHQGPHQW WR RXU DUWLFOHV RI
FDSLWDO D PHUJHU DQG DSSURYDO RI UHODWHG SDUW\ WUDQVDFWLRQ
KDV D JHQHUDO GXW\ WR UHIUDLQ IURP GLVFULPLQDWLQJ DJDLQVW RWI
RU D VKDUHKROGHU ZKR NQRZV WKDW LW SRVVHVVHV WKH SRZHU WR G
DSSRLQW RU SUHYHQW WKH DSSRLQWPHQW RI DQ RIILFH KROGHU KDV D
FOHDUO\ GHILQH WKH VXEVWDQFH RI WKHVH GXWLHV EXW WKHVH SURY
REOLJDWLRQVY DQG OLDELOLWLHVY RQ RXU VKDUHKROGHUYV WKDW DUH Q

B3URYLVLRQV RI ,VUDHOL FRUSRUDWH DQG WD[ ODZ PD\ GHWHU DFTXLVL

7KH SURYLVLRQV RI ,VUDHOL FRUSRUDWH ODZ JRYHUQLQJ PHUJHUV WH
LQ VLIQLILFDQW UHVSHFWYV IURP DQDORJRXV SURYLVLRQV RI 8 6 IHGHL
GLIILFXOW WR HIIHFW 7KH QHHG IRU ,,$ DSSURYDO DQG WKH SRWHQWL
WUDQVIHU ,,$ IXQGHG WHFKQRORJLHYVY DQG NQRZ KRZ RXWVLGH RI ,VUDI
JXUWKHUPRUH ,VUDHOL WD[ FRQVLGHUDWLRQV PD\QRDWR 2R WMR WIXWNO I
. VUDHOL VKDUHKROGHUYVY RU WR WKRVH RI RXU VKDUHKROGHUV ZKRVH F
, VUDHO H[HPSWLQJ VXFK VKDUHKROGHUV IURP ,VUDHOL WD[ )RU H[DPS
VKDUH H[FKDQJHV WR WKH VDPH H[WHQW DV 8 6 AVDQ ORZV IIRWKWIH VGHIHF
LQ FHUWDLQ FLUFXPVWDQFHY EXW PDNHV WKH GHIHUUDO FRQWLQJHQW
KROGLQJ SHULRG RI WZR \HDUV IURP WKH GDWH RI WKH WUDQVDFWLRQ
SDUWLFLSDWLQJ FRPSDQLHY DUH UHVWULFWHG GFRVWUHRRWH UV KH WMD U B ¥ 8!
LV OLPLWHG LQ WLPH DQG ZKHQ VXFK WLPH H[SLUHW MWKHRVDNKBEHFRPH
KDV RFFXUUHG

7KHVH DQG RWKHU VLPLODU SURYLVLRQV FRXOG GHOD\ SUHYHQW RU L
FRPSDQ\ HYHQ LI VXFK DQ DFTXLVLWLRQ RU PHUJHU ZRXOG EH EHQHILF

5LVNV 56HODWHG WR WKH $'6V DQG WKH 2I1IHULQJ

7KH $'6V KDYH QR SULRU WUDGLQJ KLVWRU\ LQ WKH 8QLWHG 6WDWHV [
PD\ OLPLW WKH DELOLW\ RI RXU LQYHVWRUV WR VHOO WKH $'6V LQ WKH

7KHUH LV QR SXEOLF PDUNHW IRU WKH $'6V RU RXU RUGLQDU\ VKDUHYV 1
EHHQ DSSURYHG IRU OLVWLQJ RQ WKH 1DVGDT DQ DFWLYH WUDGLQJ PI
VXVWDLQHG LI RQH GHYHORSV ,I bQ DFWLYH PDUNHW IRU WKH $'6V GRt
\RXU $'6V
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<RX ZLOO H[SHULHQFH LPPHGLDWH DQG VXEVWDQVRILDVKB LOKWLRQ LQ W
SXUFKDVH LQ WKLV RIIHULQJ

7KH LQLWLDO SXEOLF RIITHULQJ SULFH RI WKH $'6V ZXB G NX BAKW D @ RL DRD
RUGLQDU\ VKDUHYV LPPHGLDWHO\ DIWHU WKLV RIITHULQJ 7KHUHIRUH ED
SHU $'6 EDVHG RQ WKH ODVW UHSRUWHG VDOH SULFH RI RXU RUGI
SHU RUGLQDU\ VKDUH EDVHG RQ WKH H[FKDQJH UDWH UHSRUWHG E

1,6 DQG DVVXPLQJ WKH SULFH SURWHFWLRQ ULJKWV XQGHUC
ZDUUDQWYV LVVXHG LQ WKH -XQH IXQGUDLVLQJ DUH WULJIJHUHG LI\
VXIIHU DV RI -DQXDU\ LPPHGLDWH GLOXWLRQ RIx SHU $'6 R

RSWLRQ WR SXUFKDVH DGGLWLRQDO $'6V LQ QHW WDQJLEOH ERRN YDC
LQ WKLV RITHULQJ DW DQ DVVXPHG LQLWLDO SXEOLF RIITHULQJ SULFH RI
FRPPLVVLRQVY DQG WKH HVWLPDWHG H[SHQVHY SD\DEOH BLKNG QG WK
38VH Rl BURFHHGV ~

,Q DGGLWLRQ LI RXWVWDQGLQJ RSWLRQV DQG ZDUUDQWV WR SXUFKDV
ZLOO H[SHULHQFH DGGLWLRQDO GLOXWLRQ

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUY DQG RU FHUWDLQ RI WKHLU
DQ DJIJUHJDWH RIx PLOOLRQ RI WKH $'6V LQ WKLV RITHULQJ DW WKF
LOWHUHVW DUH QRW ELQGLQJ DJUHHPHQWY WR SXUFKDVH DQG WKHVH
SXUFKDVH IHZHU $'6V WKDQ WKH\ LQGLFDWH LQWHUHVW LQ SXUFKDVLQ
GHWHUPLQH WR VHOO IHZHU $'6V WR WKHVH VKDUHIORHEGHDY DQW HRUMH W\
SXUFKDVLQJ RU QRQH DW DOO 7KH XQGHUZULWLQJ GLVFRXQW IRU WKl
EH WKH VDPH DV WKH XQGHUZULWLQJ GLVFRXQW IRU $'6V VROG WR WK}
DQ\ SXUFKDVHV E\ WKHVH VKDUHKROGHUV 6HH 3'LOXWLRQ ~

7KH DYDLODEOH SXEOLF IORDW IRU WKH $'6V PD\VEHLBEMGRRWG DV D UHV

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUVY DQG RU FHUWDLQ Rl WKHLU
DQ DJJUHJDWH RIx PLOOLRQ RI WKH $'6V LQ WKLV RIIHULQJ DW WKF
$'6V LQ WKLV RIITHULQJ E\ VXFK VKDUHKROGHUYV ZLOO UHGXFH WKH DYDI
VXEVWDQWLDO PDMRULW)\ Rl VXFK VKDUHKROGHUV DLDKD B H KRHO/GHIL\F W
UHVWULFWLRQV XQGHU DSSOLFDEOH VHFXULWLHV ODZV ,Q DGGLWLRQ
VKDUHV DQG RXWVWDQGLQJ ZDUUDQWYV IURP WKH -XQH IXQGUDLVLQ
VHFXULWLHV ZLOO EH UHGXFHG DV FHUWDLQ RI RXU VKDUHKROGHUV KR
UHVWULFWHG IURP VHOOLQJ VXFK VHFXULWLHYV E\ D ORFN XS DJUHHPHC
VXFK VKDUHKROGHUV DQG RU FHUWDLQ Rl WKHLU DIl QOL@®WHIWHYXW ERD V
SXUFKDVLQJ LQ WKLV RIIHULQJ VXFK VKDUHKROGHUV DQG WKRVH VKDU
IURP VHOOLQJ WKH VHFXULWLHY E\ HQWHULQJ LQWR DQORFN XS DJUHHF
DSSUR[LPDWHO\ RI RXU RXWVWDQGLQJ YRWLQJ VHFXULWLHV DIWHU \
PD\ EH UHGXFHG UHODWLYH WR WKH OLTXLGLW\ RI WKH $'6V LI VXFK VK
UHVWULFWLRQV

2XU VKDUHV ZLOO EH OLVWHG IRU WUDGLQJ RQ PRUH VBKIDEHRQH VWREN
YDULDWLRQV

2XU RUGLQDU\ VKDUHVY DUH FXUUHQWO\ WUDGHG RQ WKH 7%$6( DQG IROC
RUGLQDU\ VKDUHV ZLOO EH OLVWHG IRU WUDGLQJ RQ WKH 1DVGDT 7KI
RUGLQDU\ VKDUHV ZLOO EH WUDGHG RQ WKHVH PDUNHWYV LQ GLIITHUHQV
, VUDHOL 6KHNHOV RQ WKH 7$6( 7KHVH PDUNHWY KDYH GLIIHUHQW RSHC
WUDGLQJ WLPHY DQG GLIIHUHQFHV LQ H[FKDQJH UDWHV DPRQJ RWKHU
SULFH GLITHUHQWLDO RQ WKHVH WZR PDUNHWY ,Q DGGLWLRQ PDUNHW
ZKLFK RXU VKDUHVY DUH WUDGHG RQ WKH RWKHU )ROORZLQJ WKH FRPS
RUGLQDU\ VKDUHV IURP WKH 7$6( 8QGHU DSSOLFDEOH ,VUDHOL ODZ W
WKH 7$6( LV H[SHFWHG WR EHFRPH HIITHFWLYH W KKUKHGRHRQ WW Y Il WWHDW H Y
HITHFW RXU RUGLQDU\ VKDUHY ZLOO FRQWLQXH WR WGDGH RQ WKH 7%$6
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7KH $'6 SULFH PD\ EH YRODWLOH DQG \RX PD\ ORVH DOO RU SDUW RI \Fk

7KH LQLWLDO SXEOLF RIIHULQJ SULFH IRU WKH $'6V VROG LQ WKLV RIIH
DQG WKH UHSUHVHQWDWLYH RI WKH XQGHUZULWHUV 7KLV SULFH PD\ Q
RITHULQJ DQG WKH SULFH RI WKH $'6V PD\ GHFOLQH ,Q DGGLWLRQ WKF
YRODWLOH DQG PD\ IOXFWXDWH VXEVWDQWLDOO\ DV D UHVXOW RI PDQ\

ItDFWXDO RU DQWLFLSDWHG IOXFWXDWLRQV LQ RXU UHVXOWYV RI RSHL
fYDULDQFH LQ RXU ILQDQFLDO SHUIRUPDQFH IURP WKH H[SHFWDWLRQ

$DQQRXQFHPHQWYVY E\ XV RU RXU FRPSHWLWRUV RI VLIJQLILFDQW EXVL
UHODWLRQVKLSY DFTXLVLWLRQV RU H[SDQVLRQ SODQV

$ FKDQJHV LQ WKH SULFHV RI RXU UDZ PDWHULDOV RU WKH SURGXFWV
$RXU LQYROYHPHQW LQ OLWLJDWLRQ

fRXU VDOH RI $'6V RUGLQDU\ VKDUHV RU RWKHU VHFXULWLHV LQ WKF
fWKH GHOLVWLQJ RI RXU RUGLQDU\ VKDUHV IURP WKH 7$6( VXEVHTXH!
fPDUNHW FRQGLWLRQV LQ RXU LQGXVWU\

fFKDQJHV LQ SHUVRQQHO

fWKH WUDGLQJ YROXPH RI WKH $'6V

fFKDQJHV LQ WKH HVWLPDWLRQ RI WKH IXWXUH VL]H DQG JURZWK UD\

fIJHQHUDO HFRQRPLF DQG PDUNHW FRQGLWLRQV

,Q DGGLWLRQ WKH VWRFN PDUNHWY KDYH H[SHULHQFHG H[WUHPH SULF
LQGXVWU\ IDFWRUV PD\ PDWHULDOO\ KDUP WKH PDUNHW SULFH RI WKH
WKH SDVW IROORZLQJ SHULRGV RI YRODWLOLW)\ LQ W®BVADDRWWROULF}
OLWLJDWLRQ KDV RIWHQ EHHQ LQVWLWXWHG DJD L QNI WLKRIDN FIR FRXQ\G
LQFXU VXEVWDQWLDO FRVWV DQG RXU PDQDJHPHQWIV DWWHQWLRQ DQ

, ] HTXLW\ UHVHDUFK DQDO\WWV GR QRW SXEOLVKLUMKHHOURK/RH UHSRUYV
XQIDYRUDEOH FRPPHQWDU\ RU GRZQJUDGH WKH $'6V WKH SULFH RI WK

7KH WUDGLQJ PDUNHW IRU WKH $'6V ZLOO UHO\ LQ SDUW RQ WKH UHVHI
DERXW XV DQG RXU EXVLQHVV 7KH SULFH RI WKH $'6V FRXOG GHFOLQH
$'6V RU LI WKRVH DQDO\WWV LVVXH RWKHU XQIDYRUDEOH FRPPHQWDU\
EXVLQHVV

$V D IRUHLJQ SULYDWH LVVXHU ZKRVH $'6V DUH OLWWHQ RRPW KAR XQWGJD
FRUSRUDWH JRYHUQDQFH SUDFWLFHV LQVWHDG RI FHUWDLQ 1DVGDT UL

$vV D IRUHLJQ SULYDWH LVVXHU ZKRVH $'6V ZLOO EH OHWWMHIG RKR MK H 11
FRXQWU\ FRUSRUDWH JRYHUQDQFH SUDFWLFHV LQVWHDG RI FHUWDLQ
XQGHU WKH ,VUDHOL &RPSDQLHV /DZ RU &RPSDQLHV /DZ SXUVXDQV
XSRQ FORVLQJ RI WKLV RITHULQJ WKH TXRUXP IRU DQ RUGLQDU\ PHHWIL
WZR VKDUHKROGHUVY SUHVHQW LQ SHUVRQ E\ SUR[\ RU E\ D YRWLQJ LQ
SRZHU RI RXU VKDUHV DQG LQ DQ DGMRXUQHG PHHWLQJ ZLWK VRPH H|
RI »RI RXU LVVXHG VKDUH FDSLWDO DV UHTXLUHG XQGHU WKH 1DVGDI
DGRSW DQG DSSURYH PDWHULDO FKDQJHV WR HTXLW\ LQFHQWLYH SODC(
QRW LPSRVH D UHTXLUHPHQW RI VKDUHKROGHU DSSURYDO IRU VXFK DF
JRYHUQDQFH SUDFWLFHYV LOQVWHDG RI WKH 1DVGDT UHTXLUHPHQWYV ZLW
RXU ERDUG RI GLUHFWRUV DQG QRPLQDWLQJ FRPPLWWHH DQG GLUHFW
,VUDHOL FRUSRUDWH JRYHUQDQFH SUDFWLFH LQVWHDG RI WKH 1DVGDT
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FHUWDLQ GLOXWLYH HYHQWYV VXFK DV LVVXDQFHW VKW IWR BLORWKHMIX &/\K
SXEOLF RITHULQJ LQYROYLQJ LVVXDQFHV RI D RU JUHDWHU LQWHUHYV
DVVHWVY RI DQRWKHU FRPSDQ\ $FFRUGLQJO\ RXU VKDUHKROGHUV PD\
XQGHU WKH 1DVGDT FRUSRUDWH JRYHUQDQFH UXOHV )ROORZLQJ RXU ¥}
WKH UHTXLUHPHQWY WKDW ZRXOG RWKHUZLVH DSSO\ WR D 8 6 FRPSDQ
WKDQ LV DFFRUGHG WR LQYHVWRUV RI GRPHVWLF LVVXAHHW  6HH 30DQD.

$vV D IRUHLJQ SULYDWH LVVXHU ZH ZLOO QRW EH VXENMHHWWR.® 6 SUR
([FKDQJH $FW UHSRUWYV

‘H DUH D IRUHLJQ SULYDWH LVVXHU DQG DUH QRW VXEMHFW WR WKH VC
LVVXHUV E\ WKH 6(& $V D IRUHLJQ SULYDWH LVVXHU ZH ZLOO EH H[HP
([FKDQJH $FW UHODWHG WR WKH IXUQLVKLQJ DQG FRQWHQW RI SUR[\ V!
VKDUHKROGHUV ZLOO EH H[HPSW IURP WKH UHSRUWLQJ DQG VKRUW VZl
BHFWLRQ Rl WKH ([FKDQJH $FW )XUWKHUPRUH DOWKRXJK XQGHU UH.
/DZ DV DQ ,VUDHOL SXEOLF FRPSDQ\ OLVWHG RQ WKH DPMMGRMTREZR XL OO
ILYH PRVW KLJKO\ FRPSHQVDWHG RIILFHUV RQ DQ LQ GH D& X\ RDED VLV

UHTXLUHG RI 8 6 GRPHVWLF UHSRUWLQJ FRPSDQLHV ,Q DGGLWLRQ ZH
ILOH DQQXDO TXDUWHUO\ DQG FXUUHQW UHSRUWY DQG ILQDQFLDO VW
8 6 GRPHVWLF UHSRUWLQJ FRPSDQLHV ZKRVH VHFXUL\W.MSWLRIQWHJILV\
DQG OHQLHQFLHV ZLOO UHGXFH WKH IUHTXHQF\ DQG VFRSH RI LQIRUPD
WR WKRVH DSSOLFDEOH WR D 8 6 GRPHVWLF UHSRUWLQJ FRPSDQLHYV

./ ZH FHDVH WR TXDOLI\ DV D IRUHLJQ SULYDWH LVVXWWKHZBHSRUONG @8 L
UHTXLUHPHQWY RI WKH ([FKDQJH $FW DSSOLFDEOHXWRYV 8 J&Q LG RAPOHYW LOFH U
DFFRXQWLQJ DQG RWKHU H[SHQVHV WKDW ZH ZRXOG QRW LQFXU DV D I

‘H ZRXOG ORVH RXU IRUHLJQ SULYDWH LVVXHU VWDWXV LI D PDMRULW\
PDMRULW\ Rl RXU GLUHFWRUV RU H[HFXWLYH RIILFHUV DUH 8 6 FLWL]H
UHTXLUHPHQWY QHFHVVDU\ WR DYRLG ORVV RI IRUHLJQ SULYDWH LVVX]
WKH QH[W GHWHUPLQDWLRQ GDWH RI RXU IRUHLJQ SULYDWH LVVXHU VV
FHDVH WR TXDOLI\ DV D IRUHLJQ SULYDWH LVVXHU D® WHSR/UG/H W 8 DR/LQ
GRPHVWLF LVVXHU RQ -DQXDU\ 7KH UHJXODWRU\ DQG FRPSOLDQF
8 6 GRPHVWLEF LVVXHU PD\ EH VLJQLILFDQWO\ KLJKHU ,I ZH DUH QRW D
SHULRGLF UHSRUWY DQG UHJLVWUDWLRQ VWDWHPHQW\RBB 8 HWBROHG\
DQG H[WHQVLYH WKDQ WKH IRUPVY DYDLODEOH WR D IRUHLJQ SULYDWH
VWDWHPHQWY LQ DFFRUGDQFH ZLWK 8 6 *$$3 LQVWHDGI PIDA@ O¥RRUGD
EH UHTXLUHG WR PRGLI\ FHUWDLQ RI RXU SROLFLHV WR FRPSO\ ZLWK D
GRPHVWLF LVVXHUV 6XFK FRQYHUVLRQ DQG PRGLILFDWLRQV ZLOO LQY
DELOLW\ WR UHO\ XSRQ H[HPSWLRQV IURP FHUWDLQ 1DVGDT FRUSRUDW
IRUHLJQ SULYDWH LVVXHUV

‘H KDYH EURDG GLVFUHWLRQ DV WR WKH XVH RI WKH QHW SURFHHGV IU
SURFHHGV HIITHFWLYHO\

‘H FXUUHQWO\ LQWHQG WR XVH WKH QHW SURFHHGYV IURP WKLV RIIHULC
QDPHO\ LQRGLIWDJHQH DQG IRU JHQHUDO FRUSRUDWH SXUSRVHV LQF!
LQIRUPDWLRQ VHH 38VH RI 3URFHHGY ~ +RZHYHU RXU PDQDJHPHQW ZL«
WKH QHW SURFHHGV 2XU VKDUHKROGHUV PD\ QRW DJUHH ZLWK WKH PD
WKH QHW SURFHHGV IURP WKLV RIITHULQJ 7KH IDLOXUH E\ RXU PDQDJHF
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ
LQYHVW WKH QHW SURFHHGV IURP WKLV RIITHULQJ LQ D PDQQHU WKDW (
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7KH PDUNHW SULFH RI WKH $'6V FRXOG EH QHJDWLYHO\ DIIHFWHG E\ IX)\

,PPHGLDWHO\ DIWHU WKLV RITHULQJ WKHUH ZLOO EH RUGLQDU\
RUGLQDU\ VKDUHV RXWVWDQGLQJ 6DOHV E\ XV RU RXU VKDUHK|
VKDUHV RU $'6V LQ WKH SXEOLF PDUNHWYV IROORZLQJ WKLV RIITHULQJ R
FDXVH WKH PDUNHW SULFH RI WKH $'6V WR GHFOLQH RU FRXOG LPSDLU
RU SD\ IRU DFTXLVLWLRQV XVLQJ RXU HTXLW\ VHFXULWLHV 21 RXU LVV
WKLV RITHULQJ ZLOO EH IUHHO\ WUDQVIHUDEOH H[FHSW IRU DQ\ $'6V K
5X0OH XQGHU WKH 6HFXULWLHV $FW RI DV DPHQGHG RU 5XOH

JROORZLQJ WKH FORVLQJ RI WKLV RIITHULQJ RUGLQDU\ VKDUHYV
LI WKH SULFH SURWHFWLRQ ULJKWV DUH WULJJHUHG E\ WKLV RIITHULQJ
EHQHILFLDOO\ RZQHG E\ VKDUHKROGHUV WKDW KDYH DBHBHWGRAQW K RAUK I
D SHULRG RI GD\V DIWHU WKH GDWH RI WKLY SURVSHFWXV WKH\ ZLO
FRQWUDFW WR VHOO VHOO DQ\ RSWLRQ RU FRQWUDFW WR SXUFKDVH R
VHFXULWLHY FRQYHUWLEOH LQWR RU H[HUFLVDEOH RU H[FKDQJHDEOH |
SRUWLRQ RI WKH HFRQRPLF FRQVHTXHQFHY DVVRFLDWHG ZLWK WKH RZ
UHJLVWUDWLRQ VWDWHPHQW FRYHULQJ DQ\ $'6V WR EH ILOHG ZLWKRX
ZKLFK PD\ LQ LWV VROH GLVFUHWLRQ DQG DW DQ\ WLPH ZLWKRXW QRW
WKH FRUUHVSRQGLQJ ORFN XS DJUHHPHQWV $IWHU WKH H[SLUDWLRQ F
WKH SXEOLF PDUNHWY LQ DFFRUGDQFH ZLWK WKH UHTXIURPWHQWYV RI1 5>

8SRQ WKH ILOLQJ RI WKH UHJLVWUDWLRQ VWDWHPHQWY DQG IROORZLQ
DERYH WKH QXPEHU RI RUGLQDU\ VKDUHV RU $'6V WKDW DUH SRWHQWL
LQFUHDVH PDWHULDOO\ ZKLFK FRXOG PDNH LW KDUGHU IRU WKH YDOX!
XQOHVV WKHUH LV D FRUUHVSRQGLQJ LQFUHDVH LQ GHPDQG IRU RXU R
VKDUHV FRXOG UHVXOW LQ WKH YDOXH RI \RXU LQYHVWPHQW LQ WKH $

,Q DGGLWLRQ D VDOH E\ XV RI DGGLWLRQDO RUGLQDU\ VKDUHV $'6V R
KDYH D VLPLODU QHJDWLYH LPSDFW RQ WKH VKDUH SULFH RI RXU RUGL
VKDUHV RU $'6V PLIKW LPSHGH RXU DELOLW\ WR UDLVH FDSLWDO WKUR
RU RWKHU HTXLW\ VHFXULWLHY DQG PD\ FDXVH \RX WR ORVH SDUW RU
$'6V

‘H GR QRW LQWHQG WR SD\ GLYLGHQGY LQ WKH IRUHVHHDEOH IXWXUH

‘H GR QRW DQWLFLSDWH SD\LQJ DQ\ FDVK GLYLGHQGY RQ WKH $'6V :H F
DQG DQ\ IXWXUH HDUQLQJV WR IXQG WKH GHYHORSPHQW DQG JURZWK F
DQ\ RI RXU RUGLQDU\ VKDUHV ZLOO EH WKH LQYHVWRUVY VROH VRXUF}
ODZ OLPLWV RXU DELOLW\ WR GHFODUH DQG SD\ GLYLGHQGV DQG PD\ \

<RX PD\ QRW UHFHLYH WKH VDPH GLVWULEXWLRQV RU GLEGLGBEBQWGYV DV W
VKDUHV DQG LQ VRPH OLPLWHG FLUFXPVWDQFHV ERWRBQQREQ RXKFRHLY
RUGLQDU\ VKDUHY DQG \RX PD\ QRW UHFHLYH DQ\ YDOXH IRU WKHP LI I
DYDLODEOH WR \RX

7KH GHSRVLWDU\ IRU WKH $'6V KDV DJUHHG WR SD\ WR \RX WKH FDVK G
UHFHLYHV RQ RUGLQDU\ VKDUHV RU RWKHU GHSRVLWHG VHFXULWLHV X
HISHQVHV <RX ZLOO UHFHLYH WKHVH GLVWULEXWLRQV LQ SURSRUWLR(
UHSUHVHQW +RZHYHU WKH GHSRVLWDU\ LV QRW UH\DSRYRLEDKNMHLDLW C
GLVWULEXWLRQ DYDLODEOH WR DQ\ KROGHUV RI $'6V )RU H[DPSOH LW
KROGHU RI $'6V LI LW FRQVLVWY RI VHFXULWLHY WKDW UHTXLUH UHJLV
RU WKH 6HFXULWLHYV $FW EXW WKDW DUH QRW SURSHUO\ UHJLVWHUHG
UHJLVWUDWLRQ ,Q DGGLWLRQ FRQYHUVLRQ LQWR 8 6 GROODUV IURP
UHVSHFW RI GHSRVLWHG RUGLQDU\ VKDUHYV PD\ UHTXLUH WKH DSSURYD
DJHQF\ WKHUHRI ZKLFK PD\ EH XQREWDLQDEOH ,Q WKHVH FDVHV WKH
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GHSRVLWDU\ PD\ GHWHUPLQH QRW WR GLVWULEXWH VXFK SURSHUW\ DQ
DIITHFW D VXEVWLWXWH GLYLGHQG RU GLVWULEXWLRQ LQFOXGLQJ QHW
GHSRVLWDU\ GHHPVY DQ HTXLWDEOH DQG SUDFWLFDEOH VXEVWLWXWH

OoDzV DQ\ $'6V RUGLQDU\ VKDUHV ULJKWV RU RWKHU VHFXULWLHV UHF
REOLIJDWLRQ WR WDNH DQ\ RWKHU DFWLRQ WR SHUPLW WKH GLVWULEX"
KROGHUV RI $'6V ,Q DGGLWLRQ WKH GHSRVLWDU\ PD\ GHGXFW IURP VX
ZLWKKROG DQ DPRXQW RQ DFFRXQW RI WD[HV RU RWKHU JRYHUQPHQWL
UHTXLUHG WR PDNH VXFK ZLWKKROGLQJ 7KLV PHDQV WKDW \RX PD\ QR
WKRVH ZH PDNH WR WKH KROGHUV RI RXU RUGLQDU\ VKDUHV DQG LQ V
YDOXH IRU VXFK GLVWULEXWLRQV RU GLYLGHQGV LI LW LV LOOHJDO RU
UHVWULFWLRQV PD\ FDXVH D PDWHULDO GHFOLQH LQ WKH YDOXH RI WK

$'6 KROGHUV PD\ QRW EH HQWLWOHG WR D MXU\ WULR®LZ W B UHHH\PSHIRW
ZKLFK FRXOG DXJXU OHVV IDYRUDEOH UHVXOWY WR WKH SODLQWLII V |

7KH GHSRVLW DJUHHPHQW JRYHUQLQJ WKH $'6V UHSUHVHQWLQJ RXU RL
RZQHUV RI $'6V LUUHYRFDEO\ ZDLYH WKH ULJKW WR D WULDO E\ MXU\ L
WKH GHSRVLW DJUHHPHQW RU WKH $'6V LQFOXGLQR®E QDK \G N ERWUWIBIE
WKH IXOOHVW H[WHQW SHUPLWWHG E\ DSSOLFDEOH ODZ ,I WKLV MXU\ \
DFWLRQ FRXOG QHYHUWKHOHVYV SURFHHG XQGHU WKH WHUPV RI WKH G|
WKH HQIRUFHDELOLW\ RI D MXU\ WULDO ZDLYHU XQGHU WKH IHGHUDO V
IHGHUDO FRXUW +RZHYHU ZH EHOLHYH WKDW D MXU\ WULDO ZDLYHU S
6WDWH Rl 1HZ <RUN ZKLFK JRYHUQ WKH GHSRVLW DJUHHPHQW E\ D FR
ZKLFK KDYH QRQ H[FOXVLYH MXULVGLFWLRQ RYHU PDWWHUV DULVLQJ X
GHWHUPLQLQJ ZKHWKHU WR HQIRUFH D MXU\ WULDO ZDLYHU SURYLVLRC(
ZKHWKHU WKH YLVLELOLW\ RI WKH MXU\ WULDO ZDLY Bb GW RNPK RUXK ZWW
SDUW\ KDV NQRZLQJO\ ZDLYHG DQ\ ULJKW WR WULDO E\ MXU\ :H EHOLH"
DJUHHPHQW DQG WKH $'6V ,Q DGGLWLRQ 1HZ <RUN FRXUWV ZLOO QRW
EDU D YLDEOH VHWRII RU FRXQWHUFODLP VRXQGLQJ LQ IUDXG RU RQH )
OLTXLGDWH FROODWHUDO XSRQ D JXDUDQWRUTV GHPDQG RU LQ WKH F
GLVSXWH QRQH RI ZKLFK ZH EHOLHYH DUH DSSOLFDEOH LQ WKH FDVH
VWLSXODWLRQ RU SURYLVLRQ RI WKH GHSRVLW DJUHHPHQW RU $'6V VH
$'6V RU E\ XV RU WKH GHSRVLWDU\ Rl FRPSOLDQFH ZLWK DQ\ SURYLVLR
RWKHU KROGHU RU EHQHILFLDO RZQHU RI $'6V EULQJV D FODLP DJDLQV
DULVLQJ XQGHU WKH GHSRVLW DJUHHPHQW RU WKH $'6V \RX RU VXFK F
HQWLWOHG WR D MXU\ WULDO ZLWK UHVSHFW W RQWGXGE K VFRXIUADVILDKLFK |
ODZVXLWV DJDLQVW XV DQG RU WKH GHSRVLWDU\ ,I D ODZVXLW LV EUR
DJUHHPHQW LW PD\ EH KHDUG RQO\ E\ D MXGJH RU MXVWLFH RI WKH D¢
DFFRUGLQJ WR GLIIHUHQW FLYLO SURFHGXUHYV DQG PD\ DXJXU GLIIHUH(
LQFOXGLQJ UHVXOWY WKDW FRXOG EH OHVV IDYRUDEOH WR WKH SODLC
WKLQJV WKH QDWXUH RI WKH FODLPV WKH MXGJH RU MXVWLFH KHDULC

+ROGHUV RI $'6V PXVW DFW WKURXJK WKH GHSRVLWDUWA WR H[HUFLVH W

+ROGHUV RI WKH $'6V GR QRW KDYH WKH VDPH ULJKWV RI RXU VKDUHKR
UHVSHFW WR WKH XQGHUO\LQJ RUGLQDU\ VKDUHYVY LQ DFFRUGDQFH ZLW
$'6V 8QGHU ,vVUDHOL ODZ DQG RXU DUWLFOHV RI DVVRFLDWLRQ WKH P
VKDUHKROGHUVY PHHWLQJ LV QR OHVV WKDQ RU FDOHQGDU GD\V C
VKDUHKROGHUY PHHWLQJ :KHQ D VKDUHKROGHU PHHWLQJ LV FRQYHQH
QRWLFH RI D VKDUHKROGHUVY PHHWLQJ WR SHUPLW WKHP WR ZLWKGUD
YRWH ZLWK UHVSHFW WR DQ\ VSHFLILF PDWWHU ,Q DGGLWLRQ WKH GH
LOQVWUXFWLRQV WR KROGHUV RI WKH $'6V RU FDUU\ RXW WKHLU YRWLQ.
UHDVRQDEOH HIIRUWYV WR FDXVH WKH GHSRVLWDU\ WR
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HIWHQG YRWLQJ ULJKWV WR KROGHUV RI WKH $'6V LQ D WLPHO\ PDQQH!
UHFHLYH WKH YRWLQJ PDWHULDOV LQ WLPH WR HQUXUBHVWKDW WKH\ FD
JXUWKHUPRUH WKH GHSRVLWDU\ DQG LWV DIJHQWYV DUH QRW UHVSRQVL
IRU WKH PDQQHU LQ ZKLFK DQ\ YRWH LV FDVW RU IRU WKH HIIHFW R1 DC(
QRW EH DEOH WR H[HUFLVH WKHLU ULJKW WR YRWH DQG WKH\ PD\ ODFN
UHTXHVWHG ,Q DGGLWLRQ LQ WKH FDSDFLW\ DV D KROGHU RI $'6V WK

<RX PD\ EH VXEMHFW WR OLPLWDWLRQV RQ WUDQVIHU RI \RXU $'6V

<RXU $'6V DUH WUDQVIHUDEOH RQ WKH ERRNV Rl WKH GHSRVLWDU\ +RZ
DW DQ\ WLPH RU IURP WLPH WR WLPH ZKHQ LW GHHPV H[SHGLHQW LQ Ff¥
DGGLWLRQ WKH GHSRVLWDU\ PD\ UHIXVH WR GHOLYHU WUDQVIHU RU U
WKH ERRNV Rl WKH GHSRVLWDU\ DUH FORVHG RU DW DQ\ WLPH LI ZH RI
DQ\ UHTXLUHPHQW RI ODZ RU RI DQ\ JRYHUQPHQW RU JRYHUQPHQWDO E
DJUHHPHQW RU IRU DQ\ RWKHU UHDVRQ LQ DFFRUGDQFH ZLWK WKH WH

‘H ZLOO LQFXU VLIQLILFDQW DGGLWLRQDO LQFUHWNVIRG MRMANV @Y QU k
1DVGDT bQG WKHUHE\ EHFRPLQJ D SXEOLF FRPSDQ\ L@ MMKH 8QLWHG 6W
PDQDJHPHQW ZLOO EH UHTXLUHG WR GHYRWH VXEVWDHVLD®Y DHAA WIVR !
WR FRPSOLDQFH ZLWK RQJRLQJ 8 6 DQG ,VUDHOL UHSRUWLQJ UHTXLUH

8SRQ WKH VXFFHVVIXO FRPSOHWLRQ RI WKLV RITHULQJ DQG WKH OLVWL
SXEOLFO\ WUDGHG FRPSDQ\ LQ WKH 8QLWHG 6WDWHVLG@VX SXEBQLFLFRE
DGGLWLRQDO DFFRXQWLQJ OHJDO DQG RWKHU H[SHQVHV WKDW ZH GLGC
ZH ZLOO LQFXU FRVWYV DVVRFLDWHG ZLWK FRUSRUDWH JRYGI® QVQFH UH
UHTXLUHPHQWY XQGHU 6HFWLRQ DQG RWKHU SURYLVLRQV RI WKH 6C
UHJXODWLRQV WR LQFUHDVH RXU OHJDO DQG ILQD QFRLDHV WRRISOHDQ AH. R
VWRFN H[FKDQJH OLVWLQJ IHHV DQG VKDUHKROGHU UHSRUMM®J DQG W
FRVWO\ 7KH LPSOHPHQWDWLRQ DQG WHVWLQJ RI VXFK BRERFXYWBQ\BQ C
DQG LQFXU RWKHU VLJQLILFDQW FRVWV )XUWKHUPRUH LI ZH FHDVH WI
VLIJQLILFDQW DGGLWLRQDO OHJDO DFFRXQWLQJ DQG RWKHU H[SHQVHYV
UHTXLUHPHQWY RI WKH ([FKDQJH $FW DQG 1DVGDT DSSOLFDEOH WR 8 6
ODZV DQG UHJXODWLRQV DIIHFWLQJ SXEOLF FRPSDQLHY 5Q RWK N LBRQW H
RI WKH 6DUEDQHV 2[OH\ $FW DQG WKH UXOHV DQG UHJXODWLRQV DGRS
DSSO\ WR XV ZLOO UHVXOW LQ LQFUHDVHG FRVWVY WR XV DV ZH UHVSR
FRXOG PDNH LW PRUH GLIILFXOW RU PRUH FRVWO\ IRU XV WR REWDLQ F
RIILFHU OLDELOLW\ LQVXUDQFH DQG ZH PD\ EH IRUFHG WR DFFHSW UH(
VXEVWDQWLDOO\ KLIJIKHU FRVWY WR REWDLQ WKH VD@W R BRX.PE @YW R R
PDNH LW PRUH GLIILFXOW IRU XV WR DWWUDFW DQG UHWDLQ TXDOLILH(
FRPPLWWHHVY LI DQ\ RU DV H[HFXWLYH RIILFHUV

2XU 8 6 VKDUHKROGHUV PD\ VXIIHU DGYHUVH WD[ BRSDANLXYHQ FRHWH LU @ H
LQYHVWPHQW FRPSDQ\ RU 3),&

*HQHUDOO\ LI IRU DQ\ WD[DEOH \HDU RU PRUH RI RXU JURVV LQFRPI
DVVHWY DUH KHOG IRU WKH SURGXFWLRQ RI RU SURGXFH SDVVLYH LQ
IHGHUDO LQFRPH WD[ SXUSRVHV :H EHOLHYH WKDW ZH ZHUH D 3),& LQ
JURVYVY LQFRPH DQG JURVYV DVVHWYV RXU LQWHQGHG XVH RI WKH SURFH}
ZH EHOLHYH WKDW ZH ZLOO EH FODVVLILHG DV D 3),& IRU WKH WD[DEOF
VWDWXV LV EDVHG RQ RXU LQFRPH DVVHWYV DQG IIFFONMHL WIRWG HW HRIWP WDKH
FHUWDLQW\ ZKHWKHU ZH ZLOO EH FKDUDFWHUL]JHG DY RI3W,KHRHDMKH
ORUHRYHU ZH PXVW GHWHUPLQH RXU 3),& VWDWXV DQQXDOO\ EDVHG R
IXWXUH \HDUV ZLOO GHSHQG RQ RXU LQFRPH DVVHWY DQG DFWLYLWLH
FKDUDFWHUL]HG DV D 3),& IRU 8 6 IHGHUDO LQFRPH WD]|
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SXUSRVHV D 8 6 +ROGHU DV GHILQHG LQ 37D[DWLRQ DQG *RYHUQPHQW
&RQVHTXHQFHV ~ WKDW RZQV $'6V FRXOG IDFH DGYHUVH 8 6 IHGHUDO L
JDLQV UHDOL]JHG RQ WKH VDOH RI WKH $'6V FODVVIIQ H® KH/ GRRAGL @ D WAKI
SUHIHUHQWLDO UDWH DSSOLFDEOH WR GLYLGHQGY UHFHLYHG RQ WKH ¢
LQWHUHVW FKDUJHV DSSO\ WR GLVWULEXWLRQV E\ XWDQIKDWKHDSURFH
DOOHYLDWH VRPH DGYHUVH FRQVHTXHQFHV RI 3),&8HQWDW XFKDRG ZRX (
WR PDUNHW WUHDWPHQW RI WKH $'6V ,I ZH DUH D 3),& LQ DQ\ \HDU 8
,QWHUQDO 5HYHQXH 6HUYLFH RU ,56 ILOLQJ UHTXLUHPHQWYV LQFOXGL
GLUHFWO\ RU LQGLUHFWO\ RZQLQJ VWRFN RI D 3),& 6HH 37D[DWLRQ DQ
7D[ &RQVHTXHQFHV ~

‘H PD\ EH WUHDWHG DV D 8 6 FRUSRUDWLRQ IRU 8 6 IHGHUDO LQFRPH

JRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHVY D FRUSRUDWLRQ JHQHUDOO\
LQFRUSRUDWLRQ :H DUH LQFRUSRUDWHG XQGHU WKH ODZV RI WKH 6WL
FRUSRUDWLRQ XQGHU WKLV JHQHUDO UXOH +RZHYHU G6HFWLRQ RI\
WKH &RGH FRQWDLQV UXOHV WKDW PD\ UHVXOW LQ D IRUHLJQ FRUSRU
IHGHUDO LQFRPH WD[ SXUSRVHV 7KH DSSOLFDWLRQ RUNMNBPHGH QQIXOHV L
FHUWDLQ DVSHFWV RI WKHLU DSSOLFDWLRQ

8QGHU 6HFWLRQ RI WKH &RGH D FRUSRUDWLRQ FUHDWHG RU RUJDQ
8 6 FRUSRUDWLRQ IRU 8 6 IHGHUDO WD[ SXUSRVHV ZKHQ L WKH IRUHI
VXEVWDQWLDOO\ bOO RI WKH SURSHUWLHYV KHOG GLUHFWO\ RU LQGLUH
WKH DFTXLUHG 8 6 FRUSRUDWLRQ KROG DW OHDVW RI WKH YRWH RU
FRUSRUDWLRQ E\ UHDVRQ RI KROGLQJ VWRFN LQ WKH 8 6 DFTXLUHG FR
SH[SDQGHG DIILOLDWHG JURXS" GRHV QRW KDYH 3VXERWBHOWRRQWEXVRQ
LOQOFRUSRUDWLRQ UHODWLYH WR LWV H[SDQGHG DIILOLDWHG JURXSTYV Z|
DIILOLDWHG JURXS” JHQHUDOO\ PHDQV WKH IRUHLJQ FRUSRUDWLRQ DQ:
GLUHFWO\ RU LQGLUHFWO\ RZQV PRUH WKDQ RI WKH VWRFN E\ YRWH
JHQHUDOO\ PHDQV DW OHDVW RI HPSOR\HHV E\ QXPEHU DQG FRPSHC(
H[SDQGHG DIILOLDWHG JURXS DUH EDVHG ORFDWHG DQG GHULYHG UH'

‘H GR QRW EHOLHYH WKDW ZH VKRXOG EH WUHDWHG DV D 8 6 FRUSRUD
6HFWLRQ RI WKH &RGH EHFDXVH ZH EHOLHYH WHKDWQ H+REZMWM BVWX EW K
,56 PD\ GLVDJUHH ZLWK RXU FRQFOXVLRQ RQ WKLV SRLQW ,Q DGGLWLR
WKH VFRSH RI 8 6 FRUSRUDWH WD[ UHVLGHQFH DQG WKHUH FRXOG EH |
5HIXODWLRQV SURPXOJDWHG WKHUHXQGHU WKDW FRXOG UHVXOW LQ X

0 LW ZHUH GHWHUPLQHG WKDW ZH VKRXOG EH WUHDWHG DV D 8 6 FRU¢
FRXOG EH OLDEOH IRU VXEVWDQWLDO DGGLWLRQDO 8 6 IHGHUDO LQFR
5SHLQFRUSRUDWLRQ ,Q DGGLWLRQ SD\PHQWV RI GLYLGHQGV WR QRQ 8

)DLOXUH WR DFKLHYH DQG PDLQWDLQ HIITHFWLYH LQWHH @D EFRQMM ROV
2[OH\ $FW FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RRQ GELXWLR V'
,Q DGGLWLRQ FXUUHQW DQG SRWHQWLDO VK DWHHROGHUSRERW MG CZRAMH
FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH SULFH RI WKH $'6V

(IITHFWLYH LQWHUQDO FRQWUROV DUH QHFHVVDU\ IRO\X/UW RHSQU/R YU B MG
‘H ZLOO EH UHTXLUHG WR GRFXPHQW DQG WHVW RXU LQWHUQDO FRQWL
BHFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW ZKLFK UHTXLW HY HIXMHYXDRI P D (
RXU LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ ,Q DGGLWLRQ
FRQWUROV DV VXFK VWDQGDUGYV DUH PRGLILHG VXSSOHPHQWHG RU DI
HQVXUH WKDW ZH FDQ FRQFOXGH RQ DQ RQJRLQJ EDVLV WKDW ZH KDYH
LQ DFFRUGDQFH ZLWK 6HFWLRQ ‘LVFORVLQJ GHILFOHQFIWHR RU ZHDN
UHPHGLDWH WKHVH GHILFLHQFLHV RU ZHDNQHVVHV LQ D WLPHO\ IDVKLI
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DFKLHYH DQG PDLQWDLQ DQ HITHFWLYH LQWHUQDO FRQMHIRQ RIRQYLURQI
UHSRUWHG ILQDQFLDO LQIRUPDWLRQ ZKLFK FRXOG KDYH D PDWHULDO
SURYLGH UHOLDEOH ILQDQFLDO UHSRUWYV RU SUHYHQW IUDXG RXU RSFHk

$vV DQ 3HPHUJLQJ JURZWK FRPSDQ\" XQGHU WKH -2%6 $FW ZH DUH SHUP
HI[HPSWLRQV IURP FHUWDLQ GLVFORVXUH UHT X IVUBIWMWQUW ¥ WZK HF W K RQQ ¢

YRU DV ORQJ DV ZH DUH GHHPHG DQ HPHUJLQJ JURZWK FRPSDQ\ ZH DU}
VSHFLILHG UHGXFHG UHSRUWLQJ DQG RWKHU UHJXODWRU\ UHTXLUHPHC
FRPSDQLHV LQFOXGLQJ

+tDQ H[HPSWLRQ IURP WKH DXGLWRU DWWHVWDWLRQ UHTXLUHPHQW L(
ILQDQFLDO UHSRUWLQJ UHTXLUHG E\ 6HFWLRQ RI WKH 6DUEDQHYV

+DQ HIHPSWLRQ IURP FRPSOLDQFH ZLWK DQ\ QHZ UHTXLUHPHQWY DGR
2YHUVLIJKW %RDUG RU WKH 3&%$2% UHTXLULQJ PDQGDWRU\ DXGLW IL
UHSRUW LQ ZKLFK WKH DXGLWRU ZRXOG EH UHTXLUHG WR SURYLGH I
ILQDQFLDO VWDWHPHQWYV

‘H ZLOO EH DQ HPHUJLQJ JURZWK FRPSDQ\ XQWLO WKH HDUOLHVW RI L
KDG WRWDO DQQXDO JURVV UHYHQXHV RIx ELOOLRQ RU PRUH LL
WKUHH \HDU SHULRG LVVXHG PRUH WKDQ ELOOLRQ LQ QRQ FRQYHU
RQ ZKLFK ZH DUH GHHPHG D *ODUJH DFFHOHUDWHG LMWWKKBBWDY GHILQH

‘H FDQQRW SUHGLFW LI LQYHVWRUV ZLOO ILQG W KWHS$ H[W W IVRDW W,U D F
VRPH LQYHVWRUV ILQG WKH $'6V OHVV DWWUDPGLYHE PN UN HWVIRUWV KK
DQG WKH PDUNHW SULFH RI WKH $'6V PD\ EH PRUH YRODWLOH
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‘H PDNH IRUZDUG ORRNLQJ VWDWHPHQWY LQ WKLV SURYXSNHMRWY Z\DKUDBN
ORRNLQJ VWDWHPHQWY LQFOXGH LQIRUPDWLRQ DERXW SRVVLEOH RU D
FRQGLWLRQ UHVXOWY RI RSHUDWLRQV OLTXLGLW\ SODQV DQG REMHF
VWDWHPHQWY E\ WHUPLQRORJ\ VXFK DV EHOLSDIWH 3PDQWHQYGVLP D KWRX'
3SODQ " 3H[SHFW ~ 3SUHGLFW ~ 3SRWHQWLDO ~ RU WKRQ@QWHJIRWEZDH ®RI WKI
ORRNLQJ VWDWHPHQWY DUH EDVHG RQ LQIRUPDWLRQ ZH KHINYIRRIKGHQ WK
IDLWK EHOLHI DV RI WKDW WLPH ZLWK UHVSHFW W RHNXWXWDHN HRXOWVF D)
DFWXDO SHUIRUPDQFH RU UHVXOWYV WR GLIIHU PDWHULDOO\ IURP WKRYV
VWDWHPHQWY ,PSRUWDQW IDFWRUV WKDW FRXOG FDXVH VXFK GLIIHUH

f'H GR QRW KDYH D KLVWRU\ RI FRPPHUFLDO VDOHY DQG GR QRW DQW
FRPLQJ \HDUYV

F2XU EXVLQHVYVY GHSHQGVY RQ WKH VXFFHVV RI RXU OHDG SURGXFW FD
ZLOO UHTXLUH VLJQLILFDQW DGGLWLRQDO FOLQLFDO QWH\DWIOQJ EHIR
ODXQFK FRPPHUFLDO VDOHV

F6FLHQWLILF RU WHFKQRORJLFDO GLIILFXOWLHYV PO\ LPSHGH RXU UHYV
f'H ZLOO UHTXLUH VXEVWDQWLDO DGGLWLRQDO IXQGY WR FRPSOHWH

+5DLVLQ) DGGLWLRQDO FDSLWDO PD\ GLOXWH KROGLQJV RI RXU H[LV\
XV WR UHOLQTXLVK ULJKWV WR RXU WHFKQRORJLHV RU SURGXFWYV

+1$Q\ SURGXFW WKDW ZH PD\ GHYHORS ZLOO EH UHTXLUHG WR XQGHUJ
SUH PDUNHW DSSURYDO SURFHVV DQG ZH PD\ EH XQDEOH WR REWDL

t7KH SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\ PDUNHW LV KLJKO\ FRPES

F3DWHQWYVY WKDW ZH KDYH OLFHQVHG H[FOXVLYHO\ [HRRGHIGVVXP ZLOO
PDUNHWLQJ H[FOXVLYLW\ ZH PD\ IDFH LQFUHDVHG FRPSHWLWLRQ IU

7KH SUHFHGLQJ OLVW LV QRW LQWHQGHG WR EH DQ H[KDXVWLYH OLVW
DVVXPSWLRQV DQG H[SHFWDWLRQV RI IXWXUH SHUIRUPDQFH WDNLQJ L
VWDWHPHQWY DUH RQO\ SUHGLFWLRQV EDVHG XSRQ RXU FXUUHQW H[St
DUH LPSRUWDQW IDFWRUV WKDW FRXOG FDXVH RXUSDHWXBG BHWPGWY H
E\ WKH IRUZDUG ORRNLQJ VWDWHPHQWYVY ,Q SDUWLFXODU \RX VKRXOG
WKLV SURVSHFWXV

<RX VKRXOG UHYLHZ FDUHIXOO\ WKH ULVNVY DQG XQFHUWDLQWLHYV GHVF
SURVSHFWXV IRU D GLVFXVVLRQ RI WKHVH DQG RWKHU ULVNV WKDW UH
IRUZDUG ORRNLQJ VWDWHPHQWY FRQWDLQHG LQ WKLV SURVSHFWXV DU
VWDWHPHQW ([FHSW DV UHTXLUHG E\ ODZ ZH XQGHUWDNH QR REOLJDV
VWDWHPHQWY DIWHU WKH GDWH RI WKLV SURVHRW XWRWK FRIHR LK) WRKI
HISHFWDWLRQV
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3ULRU WR WKLV RIITHULQJ WKHUH KDV EHHQ QR SXEOLF PDUNHW IRU WEk
PDUNHW ZLOO GHYHORS IRU WKH $'6V RU WKDW WKH $WRIZH O ODQW WMNG H
RU DERYH WKLV LQLWLDO SXEOLF RIIHULQJ SULFH (DFK $'6 ZLOO UHSUI
DSSURYHG IRU OLVWLQJ RQ WKH 1DVGDT &DSLWDO ODUNHW XQGHU WKH

2XU RUGLQDU\ VKDUHV KDYH EHHQ WUDGLQJ RQ WKH 7$6( VLQFH $XJIXV\
VIPERO 3%,&/° XQWLO $XJXVW ZKHQ WKH V\PERO ZDV FKDQJHG WR 2$
IRU RXU RUGLQDU\ VKDUHV LQ WKH 8QLWHG 6WDWHVY 7KH DYHUDJH GDL
7$6( LV

JROORZLQJ WKH FRPSOHWLRQ RI WKLV RIITHULQJ ZH LQWHQG WR GHOLV
GHOLVWLQJ SURFHVV LV H[SHFWHG WR EH FRPSOHWHG LQ D IHZ PRQWK
7UDGLQJ +LVWRU\ RI RXU 2UGLQDU\ 6KDUHYV

7KH IROORZLQJ WDEOH VHWV IRUWK IRU WKH DQQXDO TXDUWHUO\ DQC
FORVLQJ VDOH SULFHV RI RXU RUGLQDU\ VKDUHV RQ WKH 7$6( LQ 1,6 DC(

UHSRUWHG VDOH SULFH RI RXU VKDUHV RQ WKH 7$6( ZDV 1,6 SHU VI
1,6 8 6 GROODU
B3ULFH 3HU BULFH 3HU
2UGLQDU\N 6KDUH 2UGLQDU\ 6KDUH
+LJK /IRZ +LJK IRZ
$Q0QXDO

WKURXJK -DQXDU\

AXDUWHUO\

JLUVW 4XDUWHU WKURXJK -DQXDU\
JRXUWK 4XDUWHU

7TKLUG 4XDUWHU

6HFRQG 4XDUWHU

JLUVW 4XDUWHU

JRXUWK 4XDUWHU

7TKLUG 4XDUWHU

6HFRQG 4XDUWHU

J)LUVW 4XDUWHU

ORVW 5HFHQW 6L[ ORQWKYV
-DQXDU\ WKURXJK -DQXDU\
'"HFHPEHU

1RYHPEHU

2FWREHU

6HSWHPEHU

$XIXVW

- X0\

$V RI WKH GDWH RI WKLY SURVSHFWXV WKHUH LV RQH VKDUHKROGHU R
KROGHUV LV QRW UHSUHVHQWDWLYH RI WKH QXPEHU RI EHQHILFLDO KR
LVVXHG DUH FXUUHQWO\ UHFRUGHG LQ WKH QDPH RI RXU ,VUDHOL VKDL
WKH GDWH Rl WKLV SURVSHFWXV WKHUH ZHUH QR UHFRUG KROGHUV RI
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6LQFH LQFHSWLRQ RXU IXQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQF\ Z
SUHVHQWDWLRQ FXUUHQF\ DQG KDYH SUHVHQWHG DOO RI RXU ILQDQFL

PDGH WKDW 1,6 DPRXQWYV UHIHUUHG WR LQ WKLV SURVSHFWXV FRXOG K
SDUWLFXODU UDWH WKH UDWHV VWDWHG EHORZ RU DW DOO

JOXFWXDWLRQV LQ WKH H[FKDQJH UDWHYVY EHWZHHQ WHKHFHBYMHGGEWKH G
RZQHUV RI RXU RUGLQDU\ VKDUHV RQ SD\PHQW RI GLYLGHQGV LI DQ\ ¢

7KH IROORZLQJ WDEOH VHWV IRUWK LQIRUPDWLRQ UHJDUGLQJ WKH H[F
%DQN RI ,VUDHO IRU WKH SHULRGY LQGLFDWHG $YHUDJH UDWHV DUH F
RQ WKH ODVW GD\ RI HDFK PRQWK DV UHSRUWHG E\ WKH %DQN RI ,VUDF

1,6 SHU GROODU
+LJK IRZ $YHUDJBHULRG (QG

<HDU (QGHG 'HFHPEHU
WKURXJK -DQXDU\

1,6 SHU GROODU
+LJK IRZ

ORQWK
-DQXDU\ WKURXJK -DQXDU\
'"HFHPEHU

1RYHPEHU

2FWREHU

6HSWHPEHU

$XIXVW

-X 0\

2Q -DQXDU\ WKH UHSUHVHQWDWLYH UDWH ZDV WR 1,6 D
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‘H HVYWLPDWH WKDW RXU QHW SURFHHGV IURP WKLV RIITHULQJ ZLOO EH |
PLOOLRQ LI WKH XQGHUZULWHUV H[HUFLVH LQ IXOO WKHLU RSWLRQ WR
SXEOLF RIIHULQJ SULFH RIx SHU $'6 ZKLFK LV EDVHG RQ WKH ODV!
WKH 7$6( RQ -DQXDU\ RIx SHU RUGLQDU\ VKDUH EDVHG RQ W|
,VUDHO RQ WKDW GDWH ZKLFK ZDV 1,6 DIWHU GHGXFWLQJ X
HVYWLPDWHG RIITHULQJ H[SHQVHV SD\DEOH E\ XV

$ LQFUHDVH GHFUHDVH LQ WKH DVVXPHG LQLWLIX® XBWLF RITHUL
SURFHHGY ZH UHFHLYH IURP WKLV RIIHULQJ E\ PLOOLRQ DVVXPLQJ
RQ WKH FRYHU SDJH RI WKLV SURVSHFWXV UHPDLQV WKH VDPH DQG D
FRPPLVVLRQVY DQG HVWLPDWHG RIITHULQJ H[SHQVHV HWBHIOMR LQFUH
RITHULQJ (DFK $'6 LQFUHDVH GHFUHDVH LQ WKH QXPEHU RI $'6V
GHFUHDVH WKH QHW SURFHHGV WR XV IURP WKLV RIIHULQJ E\ DSSURJL
DVVXPHG LQLWLDO SXEOLF RIIHULQJ SULFH SHU $'6

7KH SULPDU\ SXUSRVHV RI WKLV RIITHULQJ DUH WR UDLVH DGGLWLRQDO
SURMHFWYVY JHQHUDO UHVHDUFK DQG GHYHORSPHQW DQG IRU JHQHUDO
PDUNHW IRU WKH $'6V WR DOORZ SRWHQWLDO IXWXUH DFFHVV WR WKH
WKH IXWXUH DQG WR LQFUHDVH WKH SURILOH DQG SUHVWLJH RI RXU FF

‘H H[SHFW WKH QHW SURFHHGV IURP WKLV RITHULQJ WR PHHW RXU FDSL
6SHFLILFDOO\ ZH LQWHQG WR XVH DSSUR[LPDWHO\ RI WKH QHW SUR
SURJUDP IRU RXU OHDG SURGXFW FDQGLGDWH LQRGLIWDJHQH

2XU H[SHFWHG XVH RI QHW SURFHHGV IURP WKLV RIITHULQJ UHSUHVHQW
SODQV DQG EXVLQHVYV FRQGLWLRQ $V RI WKH GDWH RI WKLV SURVSHFYV
SDUWLFXODU XVHV IRU WKH QHW SURFHHGV WR EH UHFHLYHG XSRQ WKI
ZLOO DFWXDOO\ VSHQG RQ WKH XVHV VHW IRUWK DERYH 7KH DPRXQWYV
YDU\ GHSHQGLQJ RQ QXPHURXV IDFWRUV LQFOXGLQJ RXU DELOLW\ WR
FOLQLFDO VWXGLHY DQG FKDQJHV ZH PD\ PDNH WR RXWPHQWQZFDO GHY!
KDYH EURDG GLVFUHWLRQ LQ WKH DSSOLFDWLRQ RI WKH QHW SURFHHG
LOQYHVWRUYV ZLOO EH UHO\LQJ RQ RXU MXGJPHQW UHJDUGLQJ WKH DSSC

3HQGLQJ WKHLU XVH ZH SODQ WR LQYHVW WKH QHW SURFHHGV IURP W
KROG VXFK SURFHHGV DV FDVK RU LQWHUHVW EHDULQJ GHSRVLWYV LQ W
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‘H KDYH QHYHU GHFODUHG RU SDLG DQ\ FDVK GLYLGHQGV RQ RXU VKDU
IXWXUH ZH ZLOO UHWDLQ DQ\ IXWXUH HDUQLQJV WR VXSSRUW RSHUDW
EXVLQHVY 7KHUHIRUH ZH GR QRW H[SHFW WR SD\ FDVK GLYLGHQGV IR
DQ\ FDVK GLYLGHQG WKH GHSRVLWDU\ KDV DJUHHG WR SD\ WKH $'6 KR
IHHY DQG H[SHQVHV 6HH *HVFULSWLRQ RI $PHULFDQU'IHBERVLR@WY 6 KDU

7KH GLVWULEXWLRQ RI GLYLGHQGYV PD\ DOVR EH OLPLWHG E\ WKH &RPS
GLYLGHQGVY RQO\ RXW RI UHWDLQHG HDUQLQJV RU HDUQLQJV GHULYHG
KLJKHU SURYLGHG WKDW WKHUH LV QR UHDVRQDEOH FRQFHUQ WKDW S
VDWLVI\LQJ LWV H[LVWLQJ DQG IRUHVHHDEOH REOLJDWLRQV DV WKH\ E
HDUQLQJV FULWHULD ZH PD\ VHHN WKH DSSURYDO RI WKH FRXUW LQ RI
ZH GLG QRW KDYH GLVWULEXWDEOH HDUQLQJV SXUVXDQW WR WKH
WKDW GLYLGHQG GLVWULEXWLRQV PD\ EH GHWHUPLQHG E\ RXU ERDUG
DSSURYDO

3D\PHQW RI GLYLGHQGYV PD\ EH VXEMHFW WR ,VUDHOL ZLWKKROGLQJ WI
. VUDHOL 7D[ &RQVLGHUDWLRQV DQG *RYHUQPHQW 3URJUDPV ~
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7KH IROORZLQJ WDEOH VHWV IRUWK RXU WRWDO FDSLWNORIDWLRQ WR
6HSWHPEHU DV IROORZYV

$tRQ DQ DFWXDO EDVLV DQG

tRQ DQ DV DGMXVWHG EDVLV WR UHIOHFW WKH LVVXDQWHDDQ&X\EMQH |

RITHULQJ SULFH RIx SHU $'6 ZKLFK LV EDVHG RQ WKH ODVW UHES
WKH 7$6( RQ -DQXDU\ R1x SHU RUGLQDU\ VKDUH EDVHG RQ
%DQN RI ,VUDHO RQ WKDW GDWH ZKLFK zZDV 1,6 DIWHU GF

FRPPLVVLRQV DQG WKH HVWLPDWHG RIIHULQJ H[SHQVHYV SD\DEOH E\

7KH DV DGMXVWHG FROXPQ EHORZ LV LOOXVWUDWLY HR FDFGRXEW DQ\DG|
RUGLQDU\ VKDUHV RU ZDUUDQWV LVVXDEOH SXUVXDQW WR WKH SULFH
RXWVWDQGLQJ ZDUUDQWYV LVVXHG LQ WKH -XQH IXQGUDLVLQJ ZKLF
RITHULQJ 6HH **HVFULSWLRQ RI 6KDUH &DSLWDO" IRU DGGLWLRQDO LQI
FDSLWDOL]DWLRQ IROORZLQJ WKH FORVLQJ Rl WK D\ FEIXHEOILG JRZ LHOWL @ H
SULFH DQG RWKHU WHUPV RI WKLV RITHULQJ GHWHUPLQHG DW WKH SUL
LQ FRQMXQFWLRQ ZLWK RXU FRQVROLGDWHG ILQDQFRIZORVWKWWPHQWV
SURVSHFWXV DV ZHOO DV WKH VHFWLRQV Rl WKIPL B3O RY®BFWDQQ\G WLWOI
S0DQDJHPHQWIV 'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ

$V RI 6HSWHPEHU
$FWXDO $V $GMXVWHG
86' LQ WKRXVDQGV H[FHSW VKD

&DVK DQG FDVK HTXLYDOHQWYV
6KDUHKROGHUVY HTXLW\

2UGLQDU\ VKDUHV QR SDU YDOXH VKDUHVY DXWKRUL]JHG
VKDUHYVY LVVXHG DQG RXWVWDQGLQJ DFWXDO VKDUHV LVVXH!
RXWVWDQGLQJ DV DGMXVWHG 2 2

$GGLWLRQDO SDLG LQ FDSLWDO

$FFXPXODWHG ORVVHV

6KDUH SUHPLXP DQG RWKHU UHVHUYHV
7TRWDO VKDUHKROGHUVY HTXLW\

$ LQFUHDVH GHFUHDVH LQ WKH DVVXPHG LQLWLDO SXEOLF RIITHULQJ SULFH RIx
SULFH RI RXU RUGLQDU\ VKDUHV RQ WKH 7$6( RQ -DQXDU\ R x SHU RUGLQDU
%DQN RI ,VUDHO RQ WKDW GDWH ZKLFK zZDV 1,6 ZRXOG LQFUHDVH GHFUHD

HTXLYDOHQWVY DGGLWLRQDO SDLG LQ FDSLWDO DQG WRWDO VKDUHKROGHUVYT HTXLW\
RIIHUHG E\ XV DV VHW IRUWK RQ WKH FRYHU SDJH Rl WKLY SURVSHFWXV UHPDLQV W|
FRPPLVVLRQV DQG HVWLPDWHG RIIHULQJ H[SHQVHV SDOXPEH ERX$'6Y PiD\DLGIVRI IHUFALY
(DFK $'6 LQFUHDVH GHFUHDVH LQ WKH QXPEHU RI $'6V ZH DUH RIIHULQJ ZRXOG
HTXLYDOHQWY DGGLWLRQDO SDLG LQ FDSLWDRQ ¥R WS SUWRKDRIHWROG HU WL BOXRW\ D®Y
FKDQJH LQ WKH DVVXPHG LQLWLDO SXEOLF RIIHULQJ SULFH SHU $'6 DIWHU GHGXFWLC
HVWLPDWHG RIIHULQJ H[SHQVHV SD\DEOH E\ XV

7KH RXWVWDQGLQJ VKDUH LQIRUPDWLRQ LQ WKH WDEOH DERYH H[FOXG

¥ RUGLQDU\ VKDUHV WKDW ZHUH LVVXDEOH XSRQ H[HUFLVH RI F
RXWVWDQGLQJ DV RI 6HSWHPEHU DW D ZHLJKWHG DYHUDJH HJ[}

¥ RUGLQDU\ VKDUHV WKDW ZHUH LVVXDEOH XSRQ H[HUFLVH RI Z
RXWVWDQGLQJ DV RI 6HSWHPEHU DW D ZHLJKWHG DYHUDJH HJ[}
DSSUR[LPDWHO\ SHU VKDUH DV RI 6HSWHPEHU DQG
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¥ RUGLQDU\ VKDUHV UHVHUYHG IRU IXWXUH LVVXDQFH XQGHU RX

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUY DQG RU FHUWDLQ RI WKHLU
DQ DJJUHJIJDWH RIx PLOOLRQ RI WKH $'6V LQ WKLV RITHULQJ DW WKF
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JARX LQYHVW LQ WKH $'6V LQ WKLV RITHULQJ \RXU RZQHUVKLS LQWHUI
GLITHUHQFH EHWZHHQ WKH LQLWLDO SXEOLF RIIHULQJ SULFH SHU $'6 D!
DIWHU WKLV RITHULQJ 'LOXWLRQ UHVXOWYV IURP WKH IDFW WKDW WKH I
LV VXEVWDQWLDOO\ LQ H[FHVV RI WKH ERRN YDOXH SHU RUGLQDU\ VKD
SUHVHQWO\ RXWVWDQGLQJ RUGLQDU\ VKDUHV 2XU FRQVROLGDWHG QH’
DSSUR[LPDWHO\ PLOOLRQ RU SHU RUGLQDU\ VKDUH RU SH
VKDUHVY WR RQH $'6 DV RI VXFK GDWH

&RQVROLGDWHG QHW WDQJLEOH ERRN YDOXH SHU RUGLQDU\ VKDUH RU
FVXEWUDFWLQJ RXU FRQVROLGDWHG OLDELOLWLHV IURP RXU FRQVRO

FGLYLGLQJ WKH GLIITHUHQFH E\ WKH QXPEHU RI RUGLQDU\ VKDUHV RU

$IWHU JLYLQJ HIIHFW WR DGMXVWPHQWY UHODWLQJ WR WKLV RIITHULQJ
6HSWHPEHU ZRXOG KDYH EHHQ DSSUR[LPDWHO\ PLOOLRQ HT.

SHU $'6 7KH DGMXVWPHQWY PDGH WR GHWHUPLQH RXU FRQVROLGD
IROORZV

+tDQ LQFUHDVH LQ FRQVROLGDWHG WDQJLEOH DVVHGE2\WR/ DNVIOHFW W
GHVFULEHG XQGHU 38VH RI B3URFHHGV" DQG

t WKH DGGLWLRQ RI WKH $'6V RITHUHG LQ WKLV SURVSHFWXYV DVVXPL(
$'6 ZKLFK LV EDVHG RQ WKH ODVW UHSRUWHG VDOH SULFH RI RXU R
R1x SHU RUGLQDU\ VKDUH EDVHG RQ WKH H[FKDQJH UDWH UHSRI
ZDV 1,6 DQG DVVXPLQJ WKH SULFH SURWHFWLRQ ULJKWYV X
RXWVWDQGLQJ ZDUUDQWYV LVVXHG LQ WKH -XQH IXQGUDLVLQJ DU

7KH IROORZLQJ WDEOH LOOXVWUDWHYVY WKH LPPHGLDWH ROFUHDBHUWQ R
$'6 DQG WKH LPPHGLDWH SUR IRUPD GLOXWLRQ WR QHZ LQYHVWRUYV

$VVXPHG LQLWLDO SXEOLF RIIHULQJ SULFH SHU $'6
&RQVROLGDWHG QHW WDQJLEOH ERRN YDOXH SHU $'6 DV RI 6HSWHPE!
,QFUHDVH LQ FRQVROLGDWHG QHW WDQJLEOH ERRN YDOXH SHU $'6 DV

3UR IRUPD DV DGMXVWHG QHW WDQJLEOH ERRN YDOXH SHU $'6 DIWHU W
'LOXWLRQ SHU $'6 WR QHZ LQYHVWRUYV

SHUFHQWDJH RI GLOXWLRQ SHU $'6 WR QHZ LQYHVWRUYV

$ LQFUHDVH GHFUHDVH LQ WKH DVVXPHG LQLWLDO SXEOLF RIIHUL
ODVW UHSRUWHG VDOH SULFH RI RXU RUGLQDU\ VKDUHVY RQ WKH 7$6( R
EDVHG RQ WKH H[FKDQJH UDWH UHSRUWHG E\ WKH %DQN RI ,VUDHO RQ
LQFUHDVH GHFUHDVH WKH FRQVROLGDWHG QHW WDQJLEOH ERRN YDO!
FROQVROLGDWHG QHW WDQJLEOH ERRN YDOXH DIWHU JLYLQJ HIIHFW WR
$'6 WR QHZ LQYHVWRUV LQ WKLV RIITHULQJ E\ DVVXPLQJ WKDW WKH
SULFH SURWHFWLRQ ULJKWV XQGHUO\LQJ WKH RUGLQDU\ VKDUHYV DQG |
IXQGUDLVLQJ DUH WULJJHUHG DQG DIWHU GHGXFWLQJ XQGHUZULWLQJ !
H[SHQVHV :H PD\ DOVR LQFUHDVH RU GHFUHDVH WKH QXPEHURRI $'6V Z|

LQ WKH QXPEHU RI $'6V ZH DUH RIIHULQJ ZRXOG LQFUHDVH GHFUL
E\ SHU $'6 DbQG ZRXOG GHFUHDVH LQFUHDVH GLOXWLRQ WR LQYHV
DVVXPLQJ QR FKDQJH LQ WKH DVVXPHG LQLWLDO SXEOLF RITHULQJ SULI
DQG FRPPLVVLRQV DQG HVWLPDWHG RIITHULQJ H[SHQVHYV SD\DEOH E\ XV

, /] WKH XQGHUZULWHUVY RYHU DOORWPHQW RSWLRQ WR SXUFKDVH DGGI
DQ LQLWLDO SXEOLF RIIHULQJ SULFH RIx SHU $'6 ZKLFK LV EDVHG
VKDUHV RQ WKH 7$6( RQ -DQXDU\ R1x SHU RUGLQDU\ VKDUH E
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UDWH UHSRUWHG E\ WKH %DQN RI ,VUDHO RQ WKDW GDWH ZKLFK zZDV 1
YDOXH DWWULEXWDEOH WR WKLV RITHULQJ ZRXOG EH SHU $'6 WKH
HITHFW WR WKLV RIITHULQJ ZRXOG EH SHU $'6 DQG WKH GLOXWLRQ S
EH DIWHU GHGXFWLQJ XQGHUZULWLQJ GLVFRXQWYV DQG FRPPLVVLR
XV

7KH WDEOH EHORZ VXPPDUL]JHV RQ D SUR IRUPD DV DGMXVWHG EDVLV I
H[LVWLQJ VKDUHKROGHUVY DQG QHZ LQYHVWRUV SXUFKDVLQJ $'6V LQ W|
WKH DYHUDJH SHU $'6 SULFH SDLG LQ WKLV RIIHULQJ LQ WKH SXUFKDVF
XQGHUZULWLQJ GLVFRXQWY DQG FRPPLVVLRQV DQG HVWLPDWHG RIIHUL
$'6V GRHV QRW LQFOXGH $'6V LVVXDEOH XSRQ WKH H[HUFLVH Rl WKH R®

$YHUDJH
SULFH SHU
$'6V SXUFKDVH®RWDO FRQVLGH®'BWLRQ

1XPEHU $PRXQW

([LVWLQJ VKDUHKROGHUV WUHDWLQJ WKH RUGLQDU\ VKDUHV KHOG E\
HILVWLQJ VKDUHKROGHUV DV $'6V

1HZ LQYHVWRUYV
7RWDO 6666

| WKH XQGHUZULWHUY H[HUFLVH WKHLU RSWLRQ WR SXUFKDVH DGGLWI

LOQYHVWRUYVY ZRXOG EH DSSUR[LPDWHO\ PLOOLRQ
&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUY DQG RU FHUWDLQ RI WKHLU
DQ DJJUHJDWH RIx PLOOLRQ RI WKH $'6V LQ WKLV RITHULQJ DW WKF

LOQWHUHVW DUH QRW ELQGLQJ DJUHHPHQWY WR SXUFKDVH DQG WKHVH
SXUFKDVH IHZHU $'6V WKDQ WKH\ LQGLFDWH LQWHUHVW LQ SXUFKDVLQ
GHWHUPLQH WR VHOO IHZHU $'6V WR WKHVH VKDUHIORMHEHDY DQW HRUMH W\
SXUFKDVLQJ RU QRQH DW DOO 7KH XQGHUZULWLQJ GLVFRXQW IRU WKt
EH WKH VDPH DV WKH XQGHUZULWLQJ GLVFRXQW IRU $'6V VROG WR WKt
UHIOHFW DQ\ SXUFKDVHV E\ WKHVH VKDUHKROGHUYV

7KH DERYH WDEOHY DQG GLVFXVVLRQV DUH EDVHG RQ RXU RUGLQDU\ V
JLYHV HIIHFW WR WKH SUR IRUPD WUDQVDFWLRQV GHVFULEHG DERYH D

¥ RUGLQDU\ VKDUHV WKDW ZHUH LVVXDEOH XSRQ H[HUFLVH RI F
RXWVWDQGLQJ DV RI 6HSWHPEHU DW D ZHLJKWHG DYHUDJH HJ[}

T RUGLQDU\ VKDUHV WKDW ZHUH LVVXDEOH XSRQ H[HUFLVH RI Z
RXWVWDQGLQJ DV RI 6HSWHPEHU DW D ZHLJKWHG DYHUDJH HJ[}
DSSUR[LPDWHO\ SHU VKDUH DV RI 6HSWHPEHU DQG

t RUGLQDU\ VKDUHV UHVHUYHG IRU IXWXUH LVVXDQFH XQGHU RX

7KH SUR IRUPD LQIRUPDWLRQ GLVFXVVHG DERYH LV LOOXVWUDWLYH RQ
FRPSOHWLRQ RI WKLV RITHULQJ LV VXEMHFW WR DGMXVWPHQW EDVHG F
DQG RWKHU WHUPV RI WKLV RITHULQJ GHWHUPLQHG DW SULFLQJ
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7KH IROORZLQJ WDEOHV VHW IRUWK RXU VHOHFWHG FRQVROLGDWHG IL
FRQVROLGDWHG ILQDQFLDO GDWD LQ FRQMXQFWLRQXQMK ®0RRQ GHMH®
DQG 5HVXOWYV Rl 2SHUDWLRQV  DQG RXU XQDXGLWHG FRQGHQVHG FRQV
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG UHQUWRGLERW® H\MH VR OO
QRW QHFHVVDULO\ LQGLFDWLYH RI WKH UHVXOWV WKRW\PEDEH HHSHFW
SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56 DV LVVXHG E\ WKH ,$6% :H KDYH
FRQVROLGDWHG LQWHULP ILQDQFLDO VWDWHP HQD\Q RIQDW KHNVDDVHP H Q WL
KDYH LQFOXGHG LQ RXU RSLQLRQ DOO DGMXVWPHQWY FRQVLVWLQJ R
QHFHVVDU\ IRU D IDLU VWDWHPHQW Rl WKH ILQDQFLD.GQDQFRDPDWLRQ V
VWDWHPHQWY DUH QRW QHFHVVDULO\ LQGLFDWLYH RN UDHWXOM YV WKDW
UHSRUWLQJ SHULRG

7KH VHOHFWHG FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV GDWD Il
'"HFHPEHU DQG WKH FRQVROLGDWHG VWDWHPHQWY RI ILQDQFLDC

DUH GHULYHG IURP RXU DXGLWHG FRQVROLGDWHG ILQDQFLDO VWD'
VHOHFWHG FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV IRU WKH QL¢
FROQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GDWD DV RI 6HS
FRQGHQVHG FRQVROLGDWHG LQWHULP ILQDQFLDO VWDWHPHQWY $0OWK
ILQDQFLDO UHVXOWY LQ 8 6 GROODUV

1LQH ORQWKV (QGHG <HDU (QGHG
6HSWHPEHU "HFHPEHU

86' LQ WKRXVDQGV H[FHSW SHU VKDUH
&RQVROLGDWHG 6WDWHPHQWYVY RI 2SHUDWLRQV
2SHUDWLQJ H[SHQVHV
5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
2SHUDWLQJ ORVV
JLOQODQFLQJ H[SHQVH LQFRPH QHW
/JRVV EHIRUH WD[HV RQ LQFRPH
,QFRPH WD]
1HW ORVV
1HW ORVV SHU RUGLQDU\ VKDUH EDVLF DQG GLOXWHG

1XPEHU RI VKDUHV XVHG WR FRPSXWH EDVLF DQG GLOXWHG ORVV
SHU RUGLQDU\ VKDUH WKRXVDQGV RI VKDUHV

%DVLF QHW ORVV SHU RUGLQDU\ VKDUH DQG GLOXWHG QHW ORVYV SHU RUGLQDU\ VKDL
ILQDQFLDO LQVWUXPHQWY ZRXOG EH DQWL GLOXWLYH GXH WR RXU QHW ORVVHV LQ W
DGG WR WKH GLOXWHG QHW ORVV SHU RUGLQDU\ VKDUH

$V RI $V RI
BHSWHPEHU "HFHPEHU

86' LQ WKRXVDQGYV
&RQVROLGDWHG 6WDWHPHQWY RI )LQDQFLDO 3RVLWLRQ 'DWD
&DVK DQG FDVK HTXLYDOHQWYV
'RUNLQJ FDSLWDO
7TRWDO DVVHWYV
7TRWDO OLDELOLWLHYV
7TRWDO VKDUHKROGHUVY HTXLW\ GHILFLHQF\
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7KH IROORZLQJ GLVFXVVLRQ DQG DQDO\VLV VKRXOG EH UHDG LQ FRQM»X
'DWD’ DQG RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG UHODWF
GLVEFXVVLRQ DQG RWKHU SDUWV Rl WKH SURVSHFWXV FRQWDLQ IRUZDU
WKDW LQYROYH ULVNV DQG XQFHUWDLQWLHV 2XARREBOW XDLO|HH VPOIOMHU DI
IURP WKRVH DQWLFLSDWHG LQ WKHVH IRUZDUG O RBRNG QY JVWIORWHP M BW
XQGHU 35LVN )DFWRUV’  DQG HOVHZKHUH LQ WKLV SURVSHFWXV 6HH 3&I
BWDWHPHQWYV ~

2YHUYLHZ

‘H DUH D FOLQLFDO VWDJH ELRSKDUPDFHXWLFDO FRPSDQ\ IRFXVHG RQ
FRPPHUFLDOL]DWLRQ RI QRYHO WKHUDSLHV WR & SHBWXAFFD\Q F B Q GJLHITTDWW
LOQRGLIWDIJHQH LV XQGHU GHYHORSPHQW DV D WUHDWPHQW IRU QRQ P

S5HFHQW 'HYHORSPHQWYV

,Q -XQH FHUWDLQ LQVWLWXWLRQDO DQG RWKHU DFFUHGLWHG LQYH
VKDUHY DW D SHU VKDUH SXUFKDVH SULFH RI DSSUR[LPDWHO\ SHU
PLOOLRQ 7KH LQYHVWRUV DOVR UHFHLYHG ZDUUDQWY WR SXUFKD\
H[HUFLVH SULFH RIx SHU VKDUH EDVHG RQ WKH H[FKDQJH UDWH DV
SURWHFWLRQV DQG FHUWDLQ RWKHU ULJKWV 6HH *H® SDWWOL]DWLRQ"
7TUDQVDFWLRQV  IRU DGGLWLRQDO GHWDLOV :H DUH XVLQJ WKH SURFH
FOLQLFDO GHYHORSPHQW RI LQRGLIWDJHQH DV ZHOO DV IRU JHQHUDO |

7KH FRQVLGHUDWLRQ ZDV DOORFDWHG WR WZRUGAHQWDWL ¥ B UUD QR DL
ILQDQFLDO LQVWUXPHQWx2xSULFH SURWHFWLRQURMBKWLQYHVA QD) VIHFX U
,QVWUXPHQWY 7KHVH LQVWUXPHQWY FRQVWLWXWRHBYXOHGGBWLNDWL®
YDOXH RQ WKH GDWH RI WKH WUDQVDFWLRQ XVLQJ WKH 3UREDELOLW\ :
DVVXPSWLRQV XQGHUO\LQJ WKHLU YDOXDWLRQ DUH D VKDUH SULFH RI
DOORFDWLRQ H[SHFWHG YRODWLOLW\ RI FRVW RI FDSLWDO RI C
DQG QR GLYLGHQG SD\PHQWYV GXULQJ WKH YDOXDWLRQ SHULRG

$V Rl 6HSWHPEHU WKH IDLU YDOXH RI WKH '"HULYDWLYH )LQDQFLI
PHFKDQLVP ZDV DSSUR[LPDWHO\ PLOOLRQ DQG PLOOLRQ UHVSH
LQ WKH VWDWHPHQW RI RSHUDWLRQV DV ILQDQFLQJ H[SHQVH LQFRPH
RI 6HSWHPEHU ZHUH D VKDUH SULFH RI 1,6 DSSUR[LPDWHO\
RI FDSLWDO RI D ULVN IUHH LQWHUHVW UDWH UDQJH RI W R
YDOXDWLRQ SHULRG

,Q '"HFHPEHU ZH LQLWLDWHG RXU &RGH[ &0LQLFDO 7ULDO

&RPSRQHQWYV RI 2XU 5HVXOWYV RI 2SHUDWLRQV

‘H KDYH LOQOFXUUHG RSHUDWLQJ ORVVHYV VLQFH LQFHSWLRQ KDYH QRW .
DFKLHYHG SURILWDEOH RSHUDWLRQV 2XU QHW ORVV DFFXPXODWHG G
DQG '"HFHPEHU WRWDOHG DSSUR[LPDWHO\ PLOOLRQ DQG
WR FRQWLQXH WR LQFXU VXEVWDQWLDO ORVVHV LQ IXWXUH SHULRGV Z
SRWHQWLDO SURGXFW FDQGLGDWHYVY 2XU DELOLW\ WR FRQWLQXH DV D
LV QR DVVXUDQFH WKDW ZH ZLOO EH VXFFHVVIXQRH) RXUUHISRUWVSWRIP
RSHUDWLRQV LQ WKH IXWXUH DQ\ RI ZKLFK FRXOG LPSDFW RXU DELOLYV
WR FRQWLQXH DV D JRLQJ FRQFHUQ PD\ UHVXOW LQ RXU VKDUHKROGHU
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5HYHQXH

7R GDWH ZH KDYH QRW JHQHUDWHG DQ\ UHYHQXH :H GR QRW H[SHFW V
XQOHVV DQG XQWLO ZH REWDLQ UHJXODWRU\ DSSURYDO DQG FRPPHUFL
ZLWK WKLUG SDUWLHV WR FRPPHUFLDOL]H WKHP VKKEKUHHBERQDEMRQR DV\
DSSURYDOV DQG LI RXU SURGXFW FDQGLGDWH LV DSSURYHG WKDW ZH

2SHUDWLQJ H[SHQVHV

2XU RSHUDWLQJ H[SHQVHYV FRQVLVW RI WZR FRPSRQHQWYVY UHVHDUFK D
DGPLQLVWUDWLYH H[SHQVHYV ‘H DOQWLFLSDWH WKDWQWKHLCRARVWYV IRIU Gl
SURJUHVV LQWR UHJLVWUDWLRQDO WULDOV RI RXU SURGXFW FDQGLGD

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW DFWLYLWLHYV DUH RXU ®WRISPHQWREXYV 31
JHQHUDOO\ KDYH KLJKHU GHYHORSPHQW FRVWYV WKDQUWLRR G H QV R DW IOH
LQFUHDVHG VL]H DQG GXUDWLRQ RI ODWHU VWDJN HOR|RFQ® A [SLHD@DWH \
ZLOO LQFUHDVH DV ZH SUHSDUH IRU DQG FRPPH®MHF H$ NHYDAWMLYWWR QD
SURJUHVVLQJ LQRGLIWDJHQH WRZDUG UHJLVWUDWLRQD@JVEWIRFGIW N VW
WKDW DUH WDLORUHG VSHFLILFDOO\ WR RXU SURGXFW FDQGLGDWH ,Q
IDFLOLW\ DQG RU SURFHVV QXPHURXV H[SHULPHQWY DUH QHHGHG ORU
IRU PDQXIDFWXULQJ D GUXJ WR EH XVHG LQ D UHJLVWUDWLRQDO WULD!
HIWHQVLYH XSGDWHVY WR RXU UHJXODWRU\ ILOHV DOO RI ZKLFK DUH Ol
GHYHORSPHQW RI PDQXIDFWXULQJ SURFHVVHV FXUUHQWO\ UHSUHVHQW
H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFOXGH WKH IROORZLQJ

fHPSOR\HH UHODWHG H[SHQVHVY VXFK DV VDODULHY DQG VKDUH EDVF
FH[SHQVHVY RI GHYHORSLQJ PDQXIDFWXULQJ SURFHVVHYV

fH[SHQVHY UHODWLQJ WR RXWVRXUFHG DQG FRQWUDFWHG VHUYLFHYV
DGYLVRU\ VHUYLFHV

f FRVWY DVVRFLDWHG ZLWK SUH FOLQLFDO DFWLYLWLHV

+ SDWHQW DSSOLFDWLRQ DQG PDLQWHQDQFH H[SHQVHYV

fH[SHQVHV LQFXUUHG LQ RSHUDWLQJ RXU ODERUDWRULHY DQG VPDO(

fFOLQLFDO GHYHORSPHQW H[SHQVHV ZKLFK LQFOXGH
$VXSSO\ GHYHORSPHQW DQG PDQXIDFWXULQJ FRVWY UHODWLQJ WR
+HPSOR\HH UHODWHG H[SHQVHV LQFOXGLQJ VDODULHV DQG VKDUH
$+ FRVWY DVVRFLDWHG ZLWK FOLQLFDO DFWLYLWLHYV DQG UHJXODWRL

‘H KDYH UHFHLYHG JUDQWYV IURP WKH ,,$ LQ WKH IUDPHZRUN RI UHVHDU
7KHVH JUDQWY DUH VXEMHFW WR UHSD\PHQW WKURXJK IXWXUH UR\DOW
UHVHDUFK DQG GHYHORSPHQW SURJUDPV :H PXVW SD\ UR\DOWLHV RI
RI SURGXFWYVY GHYHORSHG LQ ZKROH RU LQ SDUW XVLQJ WKHVH ,,$ JUDC
JHQHUDOO\ FDQQRW H[FHHG RI WKH JUDQWY ZH KDYH UHFHLYHG SO
PRQWK /,%25 DSSOLFDEOH WR 8 6 GROODU GHSRVLWVYV DV SXEOLVKHG
+RZHYHU WKH WUDQVIHU RI SURGXFWLRQ RXW RI ,VUDHO LQ ZKROH RL
RI WKH WRWDO OLDELOLW\ 7KH WRWDO DPRXQW RI JUDQWY ZH KDYt
LOWHUHVW DV RI 6HSWHPEHU DQG '"HFHPEHU LV DSSURJ[LP
UR\DOWLHV WR WKH ,,$ )J)RU PRUH LQIRUPDWLRQ VHH 3%XVLQHVV 2 *RY|
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‘H UHFRJQL]H UHVHDUFK DQG GHYHORSPHQW H[SHQVHV DV ZH LQFXU Wt
DQG GHYHORSPHQW FRVWV E\ SURGXFW $Q LQWDQJLEOH DVVHW DULVL
UHFRJQL]HG LI FHUWDLQ FDSLWDOL]DWLRQ FRQGLWLRQV DUH PHW $V F
GHYHORSPHQW FRVWYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV FRQVLVW\SWWPRQLMA®RI| VDC
UHODWHG SHUVRQQHO H[SHQVHV SURIHVVLRQDO VHUYLFH IHHV IRU DF
PDLQWHQDQFH DQG LQVXUDQFH ERDUG RI GLUHFWRUVY IHHV DQG EXVL

6KDUH EDVHG FRPSHQVDWLRQ LV EDVHG RQ WKH IDLU YDOXH RI WKH RS
RSWLRQ SULFLQJ PRGHO ZLWK H[SHFWHG YRODWLOLW\ GHWHUPLQHG E
GXUDWLRQ WR PDWXULW\ HTXDO WR WKH H[SHFWHG OLIH RI WKH RSWLF
WKH \LHOG WR PDWXULW\ RI JRYHUQPHQW ERQGYV 8 6 7UHDVXU\ VHFXU
GHQRPLQDWHG H[HUFLVH SULFHV DQG ,VUDHOL ERQGV IRU RSWLRQV ZI

‘H DOQWLFLSDWH WKDW RXU JHQHUDO DQG DGPLQLYWHW MRQ R IHNSKHQYVRIM |
SULQFLSDOO\ DVVRFLDWHG ZLWK WKH FRVWY RI EHLQUHDS8KEBOQIRJIPROP SLC
FRQVXOWLQJ DQG WD[ UHODWHG VHUYLFH IHHV & \DV\RFIUDWEOBTZLWK PDL
UHTXLUHPHQWY DFFRXQWLQJ DQG DXGLW IHHV LQYHVWRU UHODWLRQ
LQVXUDQFH SUHPLXPYV

JLODQFLQJ H[SHQVH LQFRPH QHW

JLQDQFLQJ H[SHQVH LQFRPH QHW FRQVLVWV RI LQWHUHVW HDUQHG R
GHSRVLWV EDQN IHHV DQG FRVWV DQG LQWHUHVW H[SHQVHV ,Q DGGL)\
IOXFWXDWLRQV RI FXUUHQFLHV ZH KROG SULPDULO\ 8 6 GROODUV DQC
SRUWLRQ RI RXU DVVHWV DUH KHOG LQ IRUHLJQ FXUUHQF\ DQG D SRUW
FXUUHQFLHV

‘H LVVXHG GHULYDWLYH ILQDQFLDO LQVWUXPHQWY LQ WKH VHFRQG TXIL
LQFOXGHG DV D ILQDQFLQJ H[SHQVH $V WKH GHULY XW LD'\WM WIQHD @RIDRI L
HYHU\ UHSRUWLQJ SHULRG IOXFWXDWLQJ PDLQO\ GXH WR FKDQJHV LQ
DVVHVVPHQWY RI WKH SUREDELOLWLHV RI IXWXUH HYHQWV DQG WKH (
RI RSHUDWLRQV DV ILQDQFLQJ H[SHQVH LQFRPH ZH H[SHFW ILQDQFLQ

,QFRPH WD[HV

7KH VWDQGDUG FRUSRUDWH WD[ UDWH LQ ,VUDHO ZDV IRU WKH W

WKHUHDIWHU 7KH DQQXDO WD[ UDWH IRU DSSOLFDEOH WR RXU 8 6

WKH 8 6 7D[ 5HIRUP $FW ZDV VLJQHG LQWR ODZ 7KH 0QWHWDWLRQEXLJ

ORZHULQJ WKH 8 6 IHGHUDO FRUSRUDWH LQFRPH WD[ UDWH IURP D PD]

-DQXDU\ 7TKHUHIRUH WKH DJJUHJDWH DQQXDO IHGHUDO DQG VWD
LV XS WR

‘H KDYH QRW JHQHUDWHG WD[DEOH LQFRPH VLQFH LQFHSWLRQ DQG KD
WKH OLTXLGDWLRQ RI %LR&DQFHOO 7KHUDSHXWLFV ,QF IROORZLQJ RX
6HSWHPEHU RXU RSHUDWLQJ WD[ ORVV FDUU\IRUZDUGYV ZHUH DS
FDUU\IRUZDUGY ZHUH DSSUR[LPDWHO\ PLOOLRQ 2XU RSHUDWLQJ W
ZHUH DSSUR[LPDWHO\ PLOOLRQ DQG FDSLWDO ORVV FDUU\IRUZDUGYV

2XU ZKROO\ RZQHG ,VUDHOL VXEVLGLDU\ $QFKLDQR 7KHUDSHXWLFV ,VL
DSSUR[LPDWHO\ PLOOLRQ DV RI 6HSWHPEHU DQG FDSLWDO Ol
PLOOLRQ ,W KDG RSHUDWLQJ WD[ ORVV FDUU\IRUZDUGY RI DSSURI[LPDYV
FDSLWDO ORVV FDUU\IRUZDUGY RI DSSUR[LPDWHO\ PLOOLRQ
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‘H DOWLFLSDWH WKDW ZH ZLOO EH DEOH WR FDUWWONR UZHDER QKW \H{ SIHD |
SD\ WD[HV LQ ,VUDHO XQWLO ZH KDYH WD[DEOH LQFRPH DIWHU WKH IXO

‘H UHFRJQL]JH GHIHUUHG WD[ DVVHWV RQ ORVVHV IRU WD[ SXUSRVHV FD
WKH UHODWHG WD[ EHQHILW DJDLQVW D IXWXUH WD[DE®OW RQFRRAHWN[H
ORVV FDUU\IRUZDUG VLQFH WKHLU XWLOL]DWLRQ LV QRW H[SHFWHG LQ

2XU ZKROO\ RZQHG 8 6 VXEVLGLDU\ $QFKLDQR 7KHUDSHXWLFV ,QF SI
PDQDJHPHQW VHUYLFHV )RU WKHVH VHUYLFHV WK §FXEBHRELGW \L DV FRt
WD[HV DFFRUGLQJO\

YXQFWLRQDO DQG 3UHVHQWDWLRQ &XUUHQF\

7KH 1,6 LV WKH FXUUHQF\ WKDW UHSUHVHQWY WKH SULQFLSDO HFRQRP
IXQFWLRQDO FXUUHQF\ +RZHYHU IRU ILQDQFLDO UHSRUWLQJ SXUSRVH
XVLQJ WKH IXQFWLRQDO FXUUHQF\ KDYH EHHQ WUDQVODWHG LQWR D C
LQWHQG WR UDLVH IXQGV DQG OLVW RXU VKDUHV RQ 1DVGDT ZH EHOLF
LOQYHVWRUVY XQGHUVWDQGLQJ RI RXU ILQDQFLD ® & \J BV GIVRK D2XQXIH D,
DW WKH EDODQFH VKHHW GDWH RXU LQFRPH DQG B[EN@DHWKRIHGWUD D
HTXLW\ LV WUDQVODWHG EDVHG RQ KLVWRULFDO ¥GHGDRIHEHDAMHP L QUC
QHW ORVV EXW DUH LQFOXGHG LQ IRUHLJQ H[FKDQJH WUDQVODWLRQ D¢
VKDUHKROGHUVY HTXLW\

5HVXOWYVY RI 2SHUDWLRQV
%HORZ LV D VXPPDU\ RI RXU UHVXOWY RI RSHUDWLRQV IRU WKH SHULR(

7KUHH ORQWKV (QI&E ORQWKY (QGHEHDUV (QGHG
6HSWHPEHU 6HSWHPEHU "HFHPEHU

86' LQ WKRXVDQGV

2SHUDWLQJ H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW

H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
2SHUDWLQJ ORVV

JLOQODQFLQJ LQFRPH

JLQDQFLQJ H[SHQVH
JLQDQFLQJ H[SHQVH LQFRPH QHW
/RVV EHIRUH WD[HV RQ LQFRPH
,QFRPH WD]
1HW ORVV

7KUHH ORQWKY (QGHG 6HSWHPEHU &RPSDUHG WR 7KUHH ORQWK

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFUHDVHG E\ DSSUR[LPDWHC

PLOOLRQ IRU WKH WKUHH PRQWKY HQGHG 6HSWHPEHU FRPSD
WKUHH PRQWKY HQGHG 6HSWHPEHU 7KLV LQFUHDMNGH WD U VPIDRQ O\
H[SHQVHV DQG DQ LQFUHDVH LQ PDQSRZHU
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*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFUHDVHG E\ DSSUR[LPDW
PLOOLRQ IRU WKH WKUHH PRQWKY HQGHG 6HSWHPEHU FRPSDUHC
WKUHH PRQWKY HQGHG 6HSWHPEHU 7KLY LQFUHDVH ZDV PDLQO\
2IILFHU DQG LQFUHDVHYV LQ SDV\UROO SURYLVLRQV SURIHVVLRQDO DQG

JLODQFLQJ H[SHQVH LQFRPH QHW
JLQDQFLQJ H[SHQVH LQFRPH QHW ZDV DSSUR[LPDWHO\ WKRXVDQG

FRPSDUHG WR DSSUR[LPDWHO\ WKRXVDQG IRU WKH WKUHH PRQ
WKRXVDQG RU 7KLV FKDQJH ZDV GXH WR FKDQJHV LQ GHULYDWL
H[FKDQJH UDWH IOXFWXDWLRQV
L QFRPH WD]
,QFRPH WD[ LQFUHDVHG E\ DSSUR[LPDWHO\ WKRXVDQG RU WR DS
PRQWKY HQGHG 6HSWHPEHU FRPSDUHG WR DSSUR[LPDWHO\ w
6HSWHPEHU 7KLV LQFUHDVH ZDV SULPDULO\ GXH WR DQ LQFUHD\

VKDUH EDVHG FRPSHQVDWLRQ ZKLFK PD\ EH GHGXFWLEOH IRU WD[ SXU

1LQH ORQWKYV (QGHG 6HSWHPEHU &RPSDUHG WR 1LQH ORQWKYV (

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFUHDVHG E\ DSSUR[LPDWHGC

PLOOLRQ IRU WKH QLQH PRQWKYVY HQGHG 6HSWHPEHU FRPSDUI
PROQWKY HQGHG 6HSWHPEHU 7KLV LQFUHDVH 2\WNVRRD H (8H QG HHY W R
DQG PDQSRZHU H[SHQVHV RIIVHW E\ GHFUHDVHG SURGXFWLRQ H[SHQV!I

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFUHDVHG E\ DSSUR[LPDW
PLOOLRQ IRU WKH QLQH PRQWKY HQGHG 6HSWHPEHU FRPSDUHG '
PRQWKY HQGHG 6HSWHPEHU 7KLV LQFUHDVH ZDV PDLQO\ GXH WR
2IILFHU DQG LQFUHDVHV LQ SD\UROO SURIHVVLRQDO DQG FRQVXOWLQ

JLODQFLQJ H[SHQVH LQFRPH QHW
JLOQDQFLQJ H[SHQVH LQFRPH QHW LQFUHDVHG E\ DSSUR[LPDWHO\ l

PLOOLRQ IRU WKH QLQH PRQWKY HQGHG 6HSWHPEHU FRPSDU|
QLQH PRQWKY HQGHG 6HSWHPEHU 7KLV LQFUHDVH ZDV FDXVHG E
ILQDQFLDO LQVWUXPHQWY LVVXHG LQ WKH VHFRQG TXDUWHU RI FK
LQVWUXPHQWY LQWHUHVW DFFUXHG RQ EULGJH ORDQV DQG H[FKDQJH

,QFRPH WD]
,QFRPH WD[ LQFUHDVHG E\ DSSUR[LPDWHO\ PLOOLRQ RU WR DS
HQGHG 6HSWHPEHU FRPSDUHG WR DSSUR[LPDWHO\ PLOOLRQ

7KLV LQFUHDVH ZDV SULPDULO\ GXH WR DQ LQFUHDVH LQ DFWLYLW’
FRPSHQVDWLRQ ZKLFK PD\ EH GHGXFWLEOH IRU WD[ SXUSRVHV LQ WKH

<HDU (QGHG 'HFHPEHU &RPSDUHG WR <HDU (QGHG 'HFHPEHU

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFUHDVHG E\ DSSUR[LPDWHGC
PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR DSSURJL
'"HFHPEHU 7KH LQFUHDVH UHVXOWHG PDLQO\ IURP DQ LQFUHDVH
WKH GHYHORSPHQW RI RXU SURGXFWLRQ SURFHVVHV SXUFKDVHV RI DC
SUHSDUDWLRQ IRU RXU FOLQLFDO WULDOV
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*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFUHDVHG E\ DSSUR[LPDW
PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR DSSURJ[L
'"HFHPEHU 7KH LQFUHDVH ZDV PDLQO\ GXH WR RXU HQJDJLQJ RXU
HVWDEOLVKLQJ DQ RIILFH LQ WKH 8QLWHG 6WDWH YV IBX® EXN¥LQHWDW ZHO
GHYHORSPHQW H[SHQVHYV

JLQDQFLQJ H[SHQVH LQFRPH QHW

JLODQFLQJ H[SHQVH LQFRPH QHW GHFUHDVHG E\ DSSUR[LPDWHO\
DSSUR[LPDWHO\ WKRXVDQG IRU WKH \HDU HQGHG 'HFHPEHU FF
WKRXVDQG IRU WKH \HDU HQGHG 'HFHPEHU 7KH GHFUHDVH UHYV X!t
IOXFWXDWLRQV DIJDLQVW RXU IXQFWLRQDO FXUUHQF\

,QFRPH WD]

,QFRPH WD[ LQFUHDVHG E\ DSSUR[LPDWHO\ PLOOLRQ RU WR DS.
'HEFHPEHU FRPSDUHG WR DSSUR[LPDWHO\ PLOOLRQ IRU WKH \I
LQFUHDVH LQ DFWLYLW\ LQ RXU 8 6 VXEVLGLDU\ DQG WR VKDUH EDVHG
DW D GLIIHUHQW SRLQW LQ WLPH

6HOHFWHG 4XDUWHUO\ 5HVXOWV RI 2SHUDWLRQV

7KH IROORZLQJ WDEOH VHWYV IRUWK RXU XQDXGLWHG FRQVROLGDWHG T
<RX VKRXOG UHDG WKH IROORZLQJ WDEOH LQ FRQMXQFWLRQ ZLWK RXU
SUHSDUHG WKH XQDXGLWHG FRQVROLGDWHG TXDUWHUO\ ILQDQFLDO LC
ILQDQFLDO VWDWHPHQWY 7KH XQDXGLWHG FRQVR OICODWMEP HQWYWHUO
FRQVLVWLQJ RQO\ RI QRUPDO DQG UHFXUULQJ DGMXVWPHQWY WKDW Z
RSHUDWLQJ UHVXOWYV IRU WKH TXDUWHUV SUHVHQWHG

JRU WKH WKUHH PRQWKY HQGHG
6HSWHPEHUXQH ODUFK '"HFHPEHUB6HSWHPEHU-XQH ODUFK

86" LQ WKRXVDQGV
2SHUDWLQJ H[SHQVHYV
5HVHDUFK DQG GHYHORSPHQW
H[SHQVHV
*HQHUDO DQG DGPLQLVWUDWLYH
H[SHQVHV
2SHUDWLQJ ORVV
JLQDQFLQJ H[SHQVH LQFRPH QHW
/RVV EHIRUH WD[HV RQ LQFRPH
JQFRPH WD]J

1IHW ORVV

2XU TXDUWHUO\ UHVHDUFK DQG GHYHORSPHQW H[SHQVHV IOXFWXDWH L
TXDUWHU IRU RXU XSFRPLQJ UHJLVWUDWLRQDO FOLQLFDO WULDOV SUI
‘H H[SHFW UHVHDUFK DQG GHYHORSPHQW H[SHQVHV WR FRQWLQXH WR |
UHJLVWUDWLRQDO WULDOV

&KDQJHV WR RXU JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV DUH PDLQ
FRPSHQVDWLRQ H[SHQVHV QRWDEO\ ZLWK UHJDUG WR DQ RSWLRQV JUI
Rl WKH H[SHQVH ZDV UHFRJQL]HG LQ WKDW TXDUWHU DQG LQFUHDVHG
DGPLQLVWUDWLYH H[SHQVHVY WR FRQWLQXH WR LQFUHDVH EH\RQG WKH
H[SHQVHV DVVRFLDWHG ZLWK EHLQJ D 1DVGDT WUDGHG FRPSDQ\ UHFR.
OHDVLQJ H[SHQVHV

&KDQJHV WR RXU LQFRPH WD[ H[SHQVHV UHVXOW IURP DQ LQFUHDVH LQ
EDVHG FRPSHQVDWLRQ ZKLFK LV GHGXFWLEOH IRU WD[ SXUSRVHV DW I
H[SHQVHV WR FRQWLQXH WR LQFUHDVH EH\RQG WKH DYHUDJH RYHU WK
LQ DFWLYLW\ LQ RXU 8 6 VXEVLGLDU\
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&KDQJHV WR ILQDQFLQJ H[SHQVH LQFRPH QHW DUH FDXVHG E\ H[FKDC
IHHV DQG LQWHUHVW IURP GHSRVLWV ,Q WKH VHFRQG TXDUWHU RI
LVVXDQFH FRVWY UHODWLQJ WR GHULYDWLYH IUQPRWLYE LIQQDAUPLBQ W
LQVWUXPHQWY DUH PHDVXUHG DW IDLU YDOXH DW WKH HQG RI HYHU\ U
UHFRJQL]JHG LQ RXU VWDWHPHQW RI RSHUDWLRQV DV ILQDQFLQJ H[SHQ
LQFRPH QHW WR FRQWLQXH WR IOXFWXDWH

ILTXLGLW\ DQG &DSLWDO 5HVRXUFHV

‘H DUH D FOLQLFDO VWDJH FRPSDQ\ DQG KDYH QRW JHQHUDWHG UHYHQ
ORVVHV IRU HDFK \HDU VLQFH RXU LQFHSWLRQ LQ 7R DFKLHYH RSH!
GHYHORS DQG PDUNHW SURGXFWV DORQH RU WRJHWKHU ZLWK RWKHUV
UHVHDUFK DQG SURGXFW GHYHORSPHQW DQG FDSLWDO UDLVLQJ LQ RU:!
‘H KDYH ILQDQFHG RXU RSHUDWLRQV IURP LQFHSWLRQ SULPDULO\ WKUFE
RIITHULQJV RI RXU RUGLQDU\ VKDUHV LQ ,VUDHO JUDQWYV IURP WKH ,,$ |

$V ZH DUH LQ WKH FOLQLFDO VWDJH DQG RXU SODQQHG DFWLYLWLHV G
DGGLWLRQDO IXQGYV WKURXJK RITHULQJV RXU UHFXUULQJ ORVVHYV IURP
WR FRQWLQXH DV D JRLQJ FRQFHUQ :H H[SHFW QHW SURFHHGV IURP W
IXQG RXU SODQQHG 3KDVH DQG 3KDVH FOLQLFDO WULDOV IRU LQRGL

,Q WKH QHDU WHUP ZH H[SHFW WR FRQWLQXH WR LQFXU VLJQLILFDQW
UHVHDUFK DQG GHYHORSPHQW H[SHQVHV DV ZH IXUWKHU WKH GHYHORE
JHQHUDWLQJ RSHUDWLQJ LQFRPH XQWLO RXU SURGXFWHFDOL@EL GORAXULV
VLIQLILFDQW FRVWY DVVRFLDWHG ZLWK FO LAQIORKD G BALLDID ¥ COUNGH W K@U E
IRU RXU SURGXFW FDQGLGDWH DQG WKDW LI VXFK DSSURYDO LV REWD
DFFHSWDQFH

&DVK IORZV
7KH WDEOH EHORZ VKRZV D VXPPDU\ RI RXU FDVK IORZ DFWLYLWLHV IRl

7KUHH ORQWKV (QLGHGORQWKYV (QGHEDU (QGHG
6HSWHPEHU 6HSWHPEHU '"HFHPEHU

86' LQ WKRXVDQGYV

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHYV
1HW FDVK SURYLGHG E\ XVHG LQ LQYHVWLQJ

DFWLYLWLHV
1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ

DFWLYLWLHV
1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK

HTXLYDOHQWYV

2SHUDWLQJ DFWLYLWLHV

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV LQFUHDVHG E\ DSSUR[LPD
PLOOLRQ IRU WKH WKUHH PRQWKV HQGHG 6HSWHPEHU FRPSDUHG
WKUHH PRQWKY HQGHG 6HSWHPEHU GXH PDLQO\ WR SD\PHQW RI
SURGXFWLRQ SURFHVV GHYHORSPHQW SXUFKDVH RI PDWHULDOV SUHS
H[SHQVHV

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHY LQFUHDVHG E\ DSSUR[LPD
PLOOLRQ IRU WKH QLQH PRQWKYVY HQGHG 6HSWHPEHU FRPSDUHG W
PROQWKY HQGHG 6HSWHPEHU 7KLV LQFUHDVH LV PDLQO\ GXH WR |
SURFHVV GHYHORSPHQW SXUFKDVH RI PDWHULDOV $8HQGUDHDWLRQ IRU
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1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHY LQFUHDVHG E\ DSSUR[LPD
PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR DSSURJLF
'"HFHPEHU GXH PDLQO\ WR DQ LQFUHDVH LQ PDQXIDFWXULQJ SUR
SXUFKDVH RI PDWHULDOV SUHSDUDWLRQ IRU FOLQLFDO WULDOV LQYH

,QYHVWLQJ DFWLYLWLHYV

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHYV LQFUHDVHG E\ PLOOLR!
WKUHH PRQWKY HQGHG 6HSWHPEHU FRPSDUHG WR WKRXVDQG

I1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHY LQFUHDVHG E\ PLO
IRU WKH QLQH PRQWKY HQGHG 6HSWHPEHU FRPSDUHG WR WKR
6HSWHPEHU 7TKHVH LOQFUHDVHYV ZHUH GXH WR HTXLSPHQW SXUFKI
VHFXUHG GHSRVLW LQ

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHYV ZDV DSSUR[LPDWHO\ W K
7KLV FDVK ZDV LQYHVWHG LQ HTXLSPHQW SXUFKDVHV IRU RXU ODERUD"

1HW FDVK SURYLGHG E\ LQYHVWLQJ DFWLYLWLHY ZDV DSSUR[LPDWHO\
7KLV FDVK ZDV SURYLGHG E\ ZLWKGUDZDO RI VKRUW WHUP EDQN GHSRYV

JLQDQFLQJ DFWLYLWLHYV

1HW FDVK XVHG LQ ILQDQFLQJ DFWLYLWLHV LQFUHDVHG E\ PLOOLRQ

WKUHH PRQWKY HQGHG 6HSWHPEHU FRPSDUHG WR PLOOLRQ IF
7KLV LQFUHDVH ZDV GXH WR SD\PHQW IRU LVVXDQFH FRVWYV IURP D

GHIHUUHG LVVXDQFH H[SHQVHV IURP SUHYLRXV IXQGUDLVLQJV

1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHY LQFUHDVHG E\ PLO
WKH QLQH PRQWKYVY HQGHG 6HSWHPEHU FRPSDUHG WR PLOOLR

7KLV LQFUHDVH ZDV GXH WR D SULYDWH LQYHVWPHQW WKDW ZDV F
3&HUWDLQ 5HODWLRQVKLSY DQG 5HODWHG 3DUW\ 7TUDQVDFWLRQV’™ IRU |

1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHYV ZDV DSSUR[LPDWHO\
IURP D SXEOLF RIITHULQJ RI RXU RUGLQDU\ VKDUHVY DQG DSSUR[LPDWHC
GXH WR D SULYDWH RIITHULQJ RI RXU RUGLQDU\ VKDUHYV

&RQWUDFWXDO 2EOLJDWLRQV
7KH IROORZLQJ WDEOH VXPPDUL]JHV RXU VLJQLILFDQW FRQWUDFWXDO R

3D\PHQW GXH E\ SHULRG

/HVV WKDQ ORUH WKDQ
7RWDO \HDU  xxx \HDU¥+x \HDUV \HDUV

86" LQ WKRXVDQGYV

2SHUDWLQJ OHDVH REOLJDWLRQV
2WKHU ORQJ WHUP FOLQLFDO OLDELOLWLHV 2

1RW LQFOXGLQJ SURVSHFWLYH UHSD\PHQWYV WR WKH ,,$ RI JUDQWYV YDOXHG DW DSSU
GR QRW UHFRUG DV OLDELOLWLHV GXH WR WKH XQFHUWDLQW\ UHJDUGLQJ ZKHWKHU

$Q DJUHHPHQW ZLWK 6\QHRV +HDOWK RU 6\QHRVY WR DFW DV RXU FOLQLFDO UHVHDUI
7ULDO 7KH VFRSH RI WKH DJUHHPHQW GLUHFW DQG LQGLUHFW H[SHQVHV LV PLC
SDLG 6\QHRV DQ DGYDQFH RIx PLOOLRQ WR EH RIIVHW DJDLQVW H[SHQVHV GXULQJ
ODVWHU 6HUYLFHV $JUHHPHQW ZLWK ,1& 5HVHDUFK //& QRZ 6\QHRV GDWHG 2FWREHL

2WKHU VXEVWDQWLDO OLDELOLWLHV DUH DV IROORZV
$ODQXIDFWXULQJ H[SHQVHV SD\DEOH WR %RHKULQJHU ,QJHOKHLP RU

XV ZLWK LQRGLIWDJHQH GUXJ VXEVWDQFH IRU UHJLVWUDWLRQDO FO
ODQXIDFWXULQJ -~
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211 %DODQFH 6KHHW $UUDQJHPHQWYV

‘H KDYH QRW HQWHUHG LQWR DQ\ WUDQVDFWLRQV ZLWI XYPRQQRHHED'
VXERUGLQDWHG UHWDLQHG LQWHUHVWY GHULYDWLYH LQVWUXPHQWYV |
PDWHULDO FRQWLQXLQJ ULVNV FRQWLQJHQW OLDELOLWLHV RU DQ\ RW
XQFRQVROLGDWHG HQWLW\ WKDW SURYLGHV XV ZLWK ILQDQFLQJ OLTX

5HODWHG 3DUWLHYV
JRU D GHVFULSWLRQ RI RXU UHODWHG SDUW\ WUDQVDFWLRQV VHH 3&H

AXDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUH $ERXW ODUNHW 5LVN

‘H DUH H[SRVHG WR PDUNHW ULVNV LQ WKH RUGLQDU\ FRXUVH RI RXU E
PD\ LPSDFW RXU ILQDQFLDO SRVLWLRQ GXH WR DGYHUVH FKDQJHV LQ I

JRUHLJQ FXUUHQF\ H[FKDQJH ULVN

2XU PDUNHW ULVN H[SRVXUH LV SULPDULO\ D UHVXOW RI IRUHLJQ FXUU
H[FKDQJH ULVN PDLQO\ IURP PDQXIDFWXULQJ DQG FOLQLFDO GHYHORSF
8 6 GROODUV 2XU IXQFWLRQDO FXUUHQF\ DW SUHVHQW LV WKH 1,6 )O
RWKHU FXUUHQFLHVY HVSHFLDOO\ WKH (XUR DQG 8 6 GROODU PD\ DIIH
FXUUHQF\ H[FKDQJH ULVNV E\ UHWDLQLQJ OLTXLG UHVRXUFHV LQ FXUUI
IXWXUH ZH PD\ WDNH DGGLWLRQDO PHDVXUHV WR GHFUHDVH WKH ULVNM
UDWHV RI RXU SULQFLSDO RSHUDWLQJ FXUUHQFLHY 7KHVH PHDVXUHYV
PDWHULDO DGYHUVH HIIHFWV RI VXFK IOXFWXDWLRQV

7KH IROORZLQJ WDEOH SUHVHQWYV LQIRUPDWLRQ DERXW WKH UHSUHVH(
DJDLQVW WKH 1,6 DV SXEOLVKHG E\ WKH %DQN RI ,VUDHO DV RI 6HSW}
DQG

$V RI 6BHSWHPEHU$V RI '"HFHPEHU

1,6 YDOXH 1,6 YDOXH

8 6 GROODU
(XUR

(TXLW\ SULFH ULVN

$VvV ZH KDYH QRW LQYHVWHG LQ VHFXULWLHYV ULVNLHU WKDQ KLJK TXDO
DOWHUQDWLYH WR VKRUW WHUP EDQN GHSRVLWY ZH GR QRW EHOLHYH
KROGLQJV +RZHYHU GHFUHDVHV LQ WKH PDUNHW SULFH RI RXU RUGLQ
XV WR UDLVH DGGLWLRQDO IXQGV LQ WKH IXWXUH RU UHTXLUH XV WR U

,QIODWLRQ ULVN

‘H GR QRW EHOLHYH WKDW LQIODWLRQ KDV KDG D PDWHULDO HIIHFW R(
RSHUDWLRQV LQ WKH ODVW WZR ILVFDO \HDUV || RORQBRV\W YV HARMXU MA\R
PD\ QRW EH DEOH WR IXOO\ RIIVHW VXFK KLIJIKHU FRVWV WKURXJK KHG]J
FRXOG KDUP RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI F

&ULWLFDO $FFRXQWLQJ 3ROLFLHY DQG (VWLPDWHYV

‘H GHVFULEH RXU VLIJQLILFDQW DFFRXQWLQJ SROLFLHYVY DQG HVWLPDWH
VWDWHPHQWY FRQWDLQHG HOVHZKHUH LQ WKLVFIHRVEB@E VHXW L:PIDEAHHOW |
FULWLFDO LQ RUGHU WR IXO0\ XQGHUVWDQG DQG HYDOXDWH RXU ILQD!

‘H SUHSDUH RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ DFFRUGI
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,Q SUHSDULQJ WKHVH FRQVROLGDWHG ILQDQFLDO \DWHWHPH® WY PDQD
DVVXPSWLRQV WKDW DIIHFW WKH DSSOLFDWLRQ RI RXU DFFRXQWLQJ SF
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV 2Q @WXSHQURGHRVEDYVHW®ODINHB
EDVHG FRPSHQVDWLRQ DQG GHULYDWLYHV :H EDVHLRXU HVWLPDWHV R
SURQRXQFHPHQWY DQG YDULRXV RWKHU DVVXPSWLRQV WKDW ZH EHOL'
UHVXOWY PD\ GLIIHU IURP WKHVH HVWLPDWHYV

'HULYDWLYHV DUH LQLWLDOO\ UHFRJQL]HG DW IDHG YRQ@RHDRG MKH GDW
VXEVHTXHQWO\ UH PHDVXUHG DW WKHLU IDLU YDOXH DW WKH HQG RI HI
GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH UHFRJ@IARBHLRUWKH VWDV
H[SHQVHV 7KH IDLU YDOXH RI GHULYDWLYHV LV PHDVXUHG XVLQJ WKH
OHDVXUHPHQW LQSXWV LQFOXGH VKDUH SULFH RQ WKE& LRHD YWXSIHIPW DG/ |
GLYLGHQGY DQG WKH ULVN IUHH LQWHUHVW UDWH

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY LVVXHG E\ XVIRQ VX&H LADIUHND Q

7KH JUDQW GDWH IDLU YDOXH RI VKDUH EDVHG SD\PHQW DZDUGV JUDQV
ZLWK D FRUUHVSRQGLQJ LQFUHDVH LQ HTXLW\ RYHU WKH SHULRG WKDW
IDLU YDOXH RI VKDUH EDVHG FRPSHQVDWLRQ LV PHDVXUHG XVLQJ WKH
LQSXWV LQFOXGH VKDUH SULFH RQ WKH PHDVXUHPHQW GDWH WKH H[H
OLIH RI WKH RSWLRQ H[SHFWHG GLYLGHQGV DQG WKH ULVN IUHH LQWH

5HFHQWO\ $GRSWHG $FFRXQWLQJ 3URQRXQFHPHQWYV

6HH 1RWH WR RXU DQQXDO FRQVROLGDWHG ILQDQKVDUWH Y DGR HWQ KvH/
LPSDFW RI WKH ,)56 VWDQGDUGYV DV LVVXHG E\ WKH ,$6% WKDW ZH ZLO(

-DQXDU\ LQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
-2%6 $FW
2Q $sULO WKH -2%6 $FW ZDV VLIQHG LQWR ODZ 6HFWLRQ RI'W

JURZWK FRPSDQ\" FDQ WDNH DGYDQWDJH RI WKH HIWHQGHG WUDQVLWL
6HFXULWLHV $FW IRU FRPSO\LQJ ZLWK QHZ RU UHYLVHGQJDIRFRXQKVLQJ V
FRPSDQ\" FDQ GHOD\ WKH DGRSWLRQ RI FHUWDLQ DFFRXQWLQJ VWDQGI
SULYDWH FRPSDQLHV *LYHQ WKDW ZH FXUUHQWO\ UHSRUW DQG H[SHFV
,)56 DV LVVXHG E\ WKH ,$6% ZH ZLOO QRW EH DEOH WR DYDLO RXUVHO"
UHVXOW ZH ZLOO DGRSW QHZ RU UHYLVHG DFFRXQWLQJ VWDQGDUGV R
VWDQGDUGY LV UHTXLUHG E\ WKH ,$6%

6XEMHFW WR FHUWDLQ FRQGLWLRQV VHW IRUWK LQ WKH -2%6 $FW DV I
RWKHU H[HPSWLRQV LQFOXGLQJ ZLWKRXW OLPLWDWLRQ L SURYLGLQ
LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ SXUVXDQW WR 6HF
PD\ EH DGRSWHG E\ WKH 3&%$2% UHJDUGLQJ PDQGDWRU\ DXGLW ILUP UR
SURYLGLQJ DGGLWLRQDO LQIRUPDWLRQ DERXW WKH DXGLW DQG WKH IL
7KHVH H[HPSWLRQV ZLOO DSSO\ IRU D SHULRG RI ILYH \HDUV IROORZLQ
XQWLO ZH DUH QR ORQJHU DQ 3HPHUJLQJ JURZWK FRPSDQ\ " :H ZRXOG F
WKH HDUOLHVW WR RFFXU RIx WKH ODVW GD\ RI WKH ILVFDO \HDU LG
UHYHQXHV WKH GDWH RQ ZKLFK ZH KDYH LVVXHG PRUH WKDQ ELC
WKUHH \HDU SHULRG '"HFHPEHU DQG WKH GDWH RQ ZKLFK ZlI
XQGHU WKH UXOHV RI WKH 6(& $V D UHVXOW Rl WKHVH HOHFWLRQV RX
WR WKRVH Rl SXEOLF FRPSDQLHV WKDW DUH QRW HPHUJLQJ JURZWK FR
FRPSDQ\ HIITHFWLYH GDWHV IRU QHZ RU UHYLVHG DFFRXQWLQJ VWDQGD
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%86,1(66

2YHUYLHZ

‘H DUH D FOLQLFDO VWDJH ELRWHFKQRORJ\ FRPSDQ\ FRPPURWHH\EG KMR H (
VWDQGDUG RI FDUH IRU HDUO\ VWDJH EODGGHU FDQFHU :H KDYH GLVFF
LOQORGLIWDIJHQH WKDW ZH EHOLHYH FDQ GHOLYHU D ODRAHZWMGHIDQVPHQW W
HITHFWLYHQHVY DQG SUREOHPDWLF LQ WRJ[LF DXV B D\FGMR FD GIIDHID L v
FRXUVH DQG FRQVHTXHQWO\ SUHVHQWYV WKH SDWLHQW DQG WKH WUHD'
PDOLJQDQF\ +RZHYHU WKH OLPLWDWLRQV RI H[LVWLQJ WKHUDSLHV Gl
VHULHV RI XQVXFFHVVIXO WUHDWPHQWY WKDW FDQ HQG LQ WKH UDGLF

2XU OHDG SURGXFW FDQGLGDWH LQRGLIWDJHQH LV 5 WHE D EWLQDIQWW
ZKRVH WKHUDS\ IRU HDUO\ VWDJH EODGGHU FDQFHU KDV IDLOHG WKLV
DQG FOLQLFDO WULDOV FRPSOHWHG VR IDU KDYH GHRRQVIMQHWHG WKD
VSHFLILFDOO\ WR EODGGHU FDQFHU FHOOV LQ LSDW LRHIQVORG E D/DIBIGHHIH
VHYHUDO PDOLJQDQFLHV LQFOXGLQJ EODGGHU FDQF KUD @ WQ FADHIRMIUF |
DFWLYLW\ LQ DOO RI WKHP %DVHG RQ RXU 3KDVH PRQW SKRWVHVLRILQL
DSSOLFDWLRQ LV LQ WKH WKHUDS\ RI 10,%& LQ ZKLFK LW KDV WKH SRW
GHOD\LQJ RU LQ VRPH FDVHV HOLPLQDWLQJ GLVHDVH BURQU F\DWWIRHIQ VID C
TXDOLW\ RI OLIH $OWKRXJK WKHUH FDQ EH QR DVVXUDQFH ZH DOVR Et
FRPPHUFLDOL]DWLRQ DQG ZLGH GLVWULEXWLRQ RI RXU SURGXFW FDQG
)'$ DQG RWKHU LQWHUQDWLRQDO UHJXODWRUV LV DQ H[WHQVLRQ RI W
DQG WKDW WKH SDWLHQW SRSXODWLRQ IRU ZKLFK RXU FOLQLFDO GHYH
XQPHW QHHG IRU QRYHO WKHUDSHXWLF DSSURDFKHV 2XU SURSRVHG F
FOLQLFDO VWXGLHV HLWKHU RI ZKLFK ZH EHOLHYH PD\ VXSSRUW )'$ UF
SURYLGH DFFHVV WR D ODUJH VKDUH RI WKLV DIIHFW$SUBRSEXKBDWLRQ C

,QRGLIWDJHQH LV D ELRORJLFDO DJHQW GHVLJQHG DQG IRUPXODWHG W
WKDW UHVXOWV LQ WKH JHQH EHLQJ DFWLYH RQO\ LQ WKH EODGGHU W;
HQJLQHHUHG JHQH KDV EHHQ FRPSRXQGHG ZLWK DQ DJHQW WKDW HQKIE
WLVVXH ,Q H[SHULPHQWYV ZH FDQ GHPRQVWUDWH XSWDNH RI LQRGLIWD

‘H KDYH WHVWHG LQRGLIWDJHQH LQ VL[ FOLQLFDO WULDOV WKUHH RI Z
VXEVWDQWLDO DQWL WXPRU DFWLYLW\ 7KH GDWD [WIRPGVBKBD VWKUHH 10,
VWXGLHVY WKDW L LQRGLIWDJHQH FDXVHV FRPSOHWH UHVSRQVHV LQ

PHDVXUDEOH WXPRUV LL RQH \HDU DQG WZR \HDU UHFXUUHQFH IUHH

DQG LLL ZH FDQ DGPLQLVWHU LQRGLIWDJHQH ZLWK %&* WKH VWDQGD
RXWFRPHV RI DQG DW WKUHH DQG VL[ PRQWKY UHVSHFWLYHO\

‘H EHOLHYH WKDW WKHVH VWXGLHV VXSSRUW WKH SRWHQWLDO IRU LQF
10,%& DIIHFWV D ODUJH SRSXODWLRQ LQ WKH 8QLWHGWHEGDWKENW YV ZHO(
DSSUR[LPDWHO\ QHZ FDVHV RI EODGGHU FDQFHU ZRXOG EH GLDJQF
FDVHV LQ WKH (XURSHDQ 8QLRQ DUH H[SHFWHG WR EH GLDJQRVHG LQ
HDUOLHVW VWDJH LQ EODGGHU FDQFHU FODVVLILFIAWRLR G\F®&H RKGILDJQR\
F\WVWRVFRSLF HYDOXDWLRQ VXUJLFDO UHVHFWWRG QWYGI PIHG VXFG HVK/H |
DQG DGGLWLRQDO WUHDWPHQWY DUH DWWHPSWHG 7KWMXEWDRXORGLFH!
EDFWHULD WKDW KDV EHHQ DWWHQXDWHG RU ZHDNHQMWG® U DWPHQWKER
ZLWK %&* XOWLPDWHO\ IDLO DQG UHVXOW LQ WXPRU UHFXUUHQFH %HF
SUHVHQWDWLRQ DQG UHSHDWHG WUHDWPHQWHMVW.OJUHV WWHZON WHH/ WA |
JRRG HVWLPDWHYV ZHUH DYDLODEOH DERXW SDWLHQWYV ZLOO EH (
FRVWO\ FDQFHU WR WUHDW LQ WKH 8QLWHG WWRIDYWHV ELWRIRIVXPO FR
FRVWY RI FDUH IRU DQ LQGLYLGXDO
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QHDULQJ 'HVSLWH WKH QHHG IRU QHZ DSSURDFKHV WR WUHDW W
)'$ IRU WKH WUHDWPHQW RI 10,%& VLQFH SDWLHQWYV ZLWK EODGGH!
ODUJH SRSXODWLRQ RI SDWLHQWY GHVSHUDWHO\ LQ QHHG RI QHZ WKHI

7KHUH DUH WZR GLVWLQFW SRSXODWLRQV RI XQPHW QHHG LQ WKH ILHC
WZR WUHDWPHQWYVY ZLWK VWDQGDUG %&* KDYH IDLOHG ZKR DUH WHUPF
%&* WUHDWPHQW KDV IDLOHG $FFRUGLQJO\ ZH DUH S@WWQQ LLQ DWZR BAK
DUP 3KDVH VWXG\ RI LQRGLIWDJHQH LQ SDWLHQWYV ZLWK %&* XQUHVSI
LL D UDQGRPL]JHG WULDO LQ SDWLHQWYV ZKRVH GLVHDVH KDV UHFXUUF
/HR &OLQLFDO 7ULDO %RWK RI WKHVH VWXGLHV KDYH EHHQ UHYLHZHG
ERGLHV 7KH )'$ KDV JUDQWHG RXU SURJUDP )DVW 7UDFN GHVLJQDWLRC
/HR &OLQLFDO 7ULDO KDV EHHQ JUDQWHG D 63%$ E\ W KHQ)GS$RMV ZIHDIOW LKL
WKDW DGGUHVV WKH %&* XQUHVSRQVLYH SDWLHQW SRSXODWLRQ LQ R
ZKRVH GLVHDVH UHFXUV DIWHU D ILUVW FRXUVH Rl %&* VHWV XV DSDUV
PDUNHW GDWD LQFOXGLQJ D FRPPLVVLRQHG LQGHSHMGHMW UHVHDUFK
LQRGLIWDJHQH VKRXOG LW DFKLHYH UHJXODWRU\ DSSURYDO IRU ERWK
DQG -DSDQ LV RYHU ELOOLRQ

‘H EHOLHYH WKDW WKH LQRGLIWDJHQH GHYHORSPHQW SQUARRYZ DX/ MDRHDU
PHHW WKH UHJXODWRU\ UHTXLUHPHQWY IRU WKH GHYHORSPHQW RI D Q
2XU B3URGXFW 3LSHOLQH

‘H KDYH VWXGLHG RXU SURGXFW FDQGLGDWH LQRGLIWDJHQH LQ SDWLF
10,%& DQG ZH KDYH VWXGLHG LW DV D VLQJOH DJHQW RU LQ FRPELQDW
WKH FOLQLFDO GHYHORSPHQW SURJUDP RI LQRGLIWDJHQH

3KDVH 1R '/7 QR 07" &5
35
,OQRGLIWDJHQH 3KDVH &5 \U 5)6
BLYRWDO 3KDVH ,QLWLDWLRQ 4
&RGH[ &0OLQLFDO
10,%& 7ULDO
,QRGLIWDJHQH ZLWK 3KDVH JHDVLEOH PRQWK 5)6
% &* PRQWK 5)6
SLYRWDO 3&DYEHHG IRU
/HR &OLQLFDO
7ULDO
SDQFUHDWLF ¢GRQEIFNMD JHEXD VH 35 LQ LQRGLIWDJHQH DOF
SDWLHQWYV
,QRGLIWDJHQH ZLWK 3KDVH 35 PHGLDQ 3)6
JHPFLWDELQH PRQWKYV
2YDULDQ FDQ®ERGLIWDJHQH 3KDVH &5 RI PDOLJQDQW DVFLWI
FRPSDVVLRQDWH XVH

&5 FRPSOHWH UHVSRQVH '/7 GRVH OLPLWLQJ WR[E§BRWUHWVALRQ [LPKHF WRIOHYDWHB5GRBRBH
5)6 UHFXUUHQFH IUHH VXUYLYDO

7KH HPSKDVLV RI RXU GHYHORSPHQW SURJUDP LV RQ 10,%& DQG DW W}
SDQFUHDWLF RU RYDULDQ FDQFHU 7KH VL[ FRPSOHWHIEGWBLPOV GHWDI
PHGLFDO FHQWHUV LQ ,VUDHO DQG WKH WZR SLYRWDQ VX GAHNVO &K H
FRQGXFWHG LQ WKH 8QLWHG 6WDWHY DQG LQWHUQDWLRQDOO\
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7KH FOLQLFDO WULDO UHVXOWV ZH KDYH REW D UQBIEWGEM PR Q V. @ UEIDVD I G\HK
FDQFHU SDQFUHDWLF FDQFHU DQG RYDULDQ FDIHGH LU M GO WRRE WDV
DQG VLGH HIIHFWV KDYH EHHQ ODUJHO\ PLOG WR PRGHUDWH DQG LQ E
XULQDU\ WUDFW 7KH GDWD VXJJHVWV WKDW WKH PRVW SURPLVLQJ DS¢
VWDJH EODGGHU FDQFHU 7KXV ZH KDYH IRFXVHG WKH GHYHORSPHQW R

1RQ PXVFOH ,QYDVLYH %ODGGHU &DQFHU 7KH 3UREOHP

%ODGGHU FDQFHU DIIHFWV D YHU\ ODUJH SRSXODWLR® RH $RXWLW R VPR \L\
FRPPRQ FDQFHU LQ PHQ LQ WKH 8QLWHG 6WDWHV EHLQJ PRUH FRPPRQ
FRPPRQ FDQFHU LQ (XURSH RYHUDOO :KHQ LQFLGHQFH LQ WKH (XURSH

FRPELQHG JOREDO PDUNHW HQFRPSDVVHVY DQ HVWLPDWR® QHZ FD
PDOLJQDQF\ LW KDV QRW EHHQ WKH IRFXV RI QHZ GUXJ GHYHORSPHQW
ZDV UHJLVWHUHG LQ 1HZ WKHUDSLHY DUH QHHGHG

6RXUFEH )DFWV DQG )LIXUHV

10, %& LV D FDQFHU WKDW LV VLWXDWHG VXSHUILFLDO®WHE® MX H DUQL Q
LWV FRXUVH ZKHQ WXPRUV DUH VPDOO DQG EHFDXVH LW LV VXSHUILFI
LV EORRG LQ WKH SDWLHQWfV XULQH (YDOXDWLRQ E\ WKH SK\VLFLDQ |
EODGGHU XVLQJ D FA\VWRVFRSH DQG GLDJQRVLV HQWDLOV XULQH F\WR
DUH FODVVLILHG DFFRUGLQJ WR WKH GHSWK WKH\ SH &&WXEWHW GRWR W
WXPRUV LV VKRZQ EHORZ OHWWHUHG LQ JUHHQ

1RQ PXVFOH LQYDVLYH WXPRUV WKDW LQYROYH RQO\ WKH LQQHU VXUIL
FDUFLQRPD LQ VLWX RU &,6 RU UDLVHG 7D $ UDLVHG WXPRU FDQ DO
FODVVHG Dv D7 OHVLRQ DQG VWLOO EH FODVVLILHG DV 10,%& 2QFH
WKH\ DUH FDOOHG PXVFOH LQYDVLYH EODGGHU FDQFHU RU 0,%& $SSU
LQLWLDOO\ 10,%&

7KH XURORJLVW VXUJLFDOO\ UHPRYHV WKH HYLGHQW QAKX RRBW MKDAV DL
UHVHFWLRQ RU 785 7KHQ LI WKH WXPRU FKDUDWW HRWL ¥WILKFVY LO/HNDI&R U W
UHFXUUHQFH DQG SURJUHVVLRQ DGGLWLRQDO PHGLFDO WKHUDSLHV D



>

K& KEd Ed”

7KH )'$ DSSURYHG VWDQGDUG WKHUDSHXWLF DJHQW IRU LQWHUPHGLDW
WKH EODGGHU DIWHU 785 RYHU D RQH WR WKUHH \HDU FRXUVH RI WUH
VLGH HIIHFWV FDQ EH VXEVWDQWLDO LQFOXGLQJ XULQDU\ VAPSWRPV I
IHYHU DQG LQ UDUH LQVWDQFHV FRQWUDFWLRQ E\ WKH SDWLHQW RI1 V
I[IURP WKH ILUVW FRXUVH RI WKHUDS\ DUH HVWLPDWHG E\ H[SHUWV LQ W
E\ WHQ \HDUV $IWHU D IDLOHG ILUVW WUHDWPHQW XRROWH IR S0&DFWLI
EH DWWHPSWHG :KHQ XVHG D VHFRQG WLPH WKH HIILEXEFVHRIRY &*&FD O O
ZDV DSSUR[LPDWHO\ DW RQH \HDU LQ D UHFHQW UDQGRPL]JHG VWXG\
%&* WUHDWPHQW

$vV D UHVXOW RI WKH ZD\ %&* LV XVHG WKHUH DUH WZR SRSXODWLRQV
ZKR KDYH H[SHULHQFHG UHFXUUHQFH IROORZLQJ WZR FRXUVHV RI %&*
UHFXUUHQFH IROORZLQJ RQH FRXUVH RI %&* 7KLV LV LOOXVWUDWHG E

7KH ILUVW XQPHW QHHG LQ WKH WUHDWPHQW RI WKH 10,%& LV IRU SDW
%&* DQG WKHQ H[SHULHQFHG UHFXUUHQFH ,Q WKLV VLWXDWLRQ WKHU
UHFRPPHQGHG DV VWDQGDUG RI FDUH &KHPRWKHUDS\ LPPXQRWKHUDS
LQ WKHVH SDWLHQWYVY EXW WKHVH DUH QRW DSSURYHG 3DWLHQWYV ZKR
ZLWK %&* DUH FRQVLGHUHG WR KDYH ZKDW LV IRUPDOO\ WHUPHG %&* X
DSSURYHG WKHUDSHXWLF DJHQW WUHDWPHQW JXLGHOW®HRW RPMFHARRPHQ
EODGGHU UHPRYDO 7KXV WKH ILUVW PDMRU XQPHW QHHG LQ WKH 10,%
ZKRVH WZR FRXUVHV Rl %&* WUHDWPHQW KDYH EHHQ XQVXFFHVVIXO ZI
IDFH WKH GHELOLW\ DQG FRPSURPLVHG TXDOLW\ RI OLIH WKDW DFFRPS

7KH VHFRQG XQPHW QHHG LQ WKH WUHDWPHQW RI WKH 10,%& LV IRU SO
ZKRVH ILUVW FRXUVH RI %&* WKHUDS\ KDV IDLOHG 7KHVH SDWLHQWYV D
VHFRQG %&* WUHDWPHQW DQG IRU EHFRPLQJ %&* XQUHVSRQVLYH 7KH
ILUVW WUHDWPHQW LQ WKH VHFRQG OLQH VR DV WR SUHYHQW RU GHC
RI SDWLHQWV ZKRVH VLQJOH FRXUVH RI %&* KDV IDLOHG FRPSULVHV D
WKHUDSLHVY KDYH IDLOHG WZLFH

7KH )'$ DQG OHDGLQJ XURORJLFDO VRFLHWLHYV KDYH ZRUNHG WRJHWKH
WKHUDSHXWLF DJHQWV IRU %&* XQUHVSRQVLYH GLVHDVH 7KLV DSSUREL
WKH )*IVGDQFH IRU ,QGXVWU\ RQ %&* XQUHVSRQVLYH 1RDPXBETRWOQOD
FOLQLFDO SURJUDP KDV EHHQ GHYHORSHG LQ FRQMXQFWLRQ ZLWK NH\
LQ FORVH FRQVXOWDWLRQ ZLWK WKH )'$ DQG LV FRQVLVWHQW ZLWK W
FRQVLVWHQW ZLWK WKH )'$ GHOLQHDWHG SDWK WR WKH UHJXODWRU\ D
XQPHW QHHG
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2XU &RPSHWLWLYH 6WUHQJWKYV

,QRGLIWDJHQH LV D UHFRPELQDQW '1$ SODVPLG EDVHG DJHQW GHVLJQt
FHOOV WKDW LV RQO\ DFWLYDWHG LQ PDOLJQDQW FMXMHP DWAEAVKHQ W
VSHFLILFDOO\ WDUJHWHG WKHUDS\ W LV FRQHAHH¥FMG/ R IREWVPQ JHL WIV
F\WRWRJ[LF HIITHFWV LQ FDQFHU FHOOV RQO\ GSWMRVIWVFD EB\WEKH ERIOQRY|

T QRGLIWDJHQH LV D VeXUJSHWREGXWWHDOBS3ILGDWH LV GHVLIJQHG VR WK
VSHFLILFDOO\ LQ FDQFHU FHOOV 7KLV KDV WZXR RUIHFWV¥W7KWH FRQVFWN
LQ WKH FDQFHU ,QRGLIWDJHQH GHOLYHUV D SRWHQW WR[LQ ZKHQ L
ZKHUH LW LV QRW QHHGHG LQ QRUPDO WLVVXHV LQ WKH EODGGHU F
F\WRWRJ[LF HIIHFW LV OLPLWHG WR WKH FDQFHU 1RUPDO EODGGHU F
DV D UHVXOW RI WKHUDS\ 'DWD IURP RXU FOLQLFD® RVNUILMWIVRRQUR FR
LQRGLIWDIJHQH 6LGH HIIHFWV DUH W\SLFDOO\ PLOG WRFBRGHUDWH
WKLV LV WKH RQO\ SODFH ZKHUH WKH WR[LQ LV SURGXFHG

f2XU FOLQLFDO GDWD VWURQJO\ VXSSRUW WK DXFDNH ERP ROHWRG LYW
FOLQLFDO WULDOV LQ SDWLHQWYV ZLWK FDQFHUWWKRIWYHDHILRQLR W& SD
SDQFUHDWLF FDQFHU ‘H KDYH GHPRQVWUDWHG FRPSHGHOWHWUHRERQW
HYLGHQFH RI VLQJOH DJHQW DFWLYLW\ DJDLQVW DWXGH FBLDIUEFXQ W D/QRE
7KH ERG\ RI FOLQLFDO GDWD YDOLGDWHY WKH DQWL WOFRRW PHFKDQ
W\SHVY DQG HVSHFLDOO\ LQ EODGGHU FDQFHU

$2XU GHYHORSPHQW SODQ DGGUHVVHVKDXR XQPHQG HIG YR @ FBHHYWH O R S|
VR WKDW ZH FDQ LQYHVWLJDWH LQRGLIWDJHQH LQ WXR FWKQUBEDO VI
OLQH FOLQLFDO VHWWLQJ LV WKH VXEMHEW RIL QX UVI DUNMMWUWN EWD ® H WR
GHYHORSPHQW EHFDXVH LW VXSSRUWV D VLQJOH DUB FOHQ@UFDO WU!L
JXLGDQFH IRU WKH GHYHORSPHQW RI QHZ DJHQWYV LQ %&* XQUHVSRC
GHVLJQHG LQ DFFRUGDQFH ZLWK )'$ LQSXW +RZHYHU ZH KDYH WDN#
DFWLYLW\ DQG VDIHW\ ZKHQ DGPLQLVWHUHG LQ FRPELQBWLRQ ZLWK
SDWLHQW SRSXODWLRQ DQG WKH XQPHW QHHG KHUH LV QR OHVV VX
XQGHUWDNH D FOLQLFDO WULDO LQ WKH VHFRQGNOQRQHRYV WKW LQJ Wk
IHDVLELOLW)\ Rl DGPLQLVWHULQJ LQRGLIWDJHQH LQ FRQMXQFWLRQ Z
WKH ODUJH SRSXODWLRQ RI QHZO\ GLDJQRVHG ILUVW OLQH 10,%& S
WUHDWPHQW

$:H KDYH SRVLWLYH )'$ LQSXW RQ RXU STNRWB XK DWW YWHORSH G QWK W RW |
&RGH[ &0OLQLFDO 7ULDO PD\ VXSSRUW DSSURYDO LQ WKH %&* XQUHV.
JUDQWHG XV DQ 63%$ IRU WKH FRQGXFW RI WKH /HR &0IOQUEBOH ULDO
SDWHQW SRSXODWLRQ GHVLJQ PHWKRGV DQG HQGSRLQWV RI WKH
DSSURYDO LQ SDWLHQWY ZKRVH ILUVW WUHDWPHQW ZLWK %&* KDV |
FRPELQDWLRQ ZLWK LQRGLIWDJHQH 21 QRWH WKH 63% GRHV QRW JX
VXSSRUW DSSURYDO %RWK VWXGLHV KDYH DOVR EHHQ UHYLHZHG D(
DQG (XURSH

t'H KDYH H[SHULHQFHG DFFRPSOLVKHG OHDGHUWRSPHIOQVWK MQIKLVWR U\
86 DQG LOWHUQDW XWDOHDSHIRMOLGVWHDP KDV ZRUNHG WRIJHWKHU
VXFFHVVIXOO\ GHYHORSHG WZR GUXJV IRU )'$ DQG LQWHUQDWLRQDO
GHYHORSPHQW DQG WKH 93 DQG KHDG RI FOLQLFDO RSHUDWLRQV IR
([HEXWLYH 2IILFHUYV FOLQLFDO GHYHORSPHQW KRV WIXM\D®H¥5, & RIHKIIU F
UHJXODWRU\ DSSURYDO SRQDWLQLE ,FOXVLJ IRU OHXNHPLD DQG E
FDQFHU ERWK QRZ RZQHG DQG FRPPHUFLDOL]HG E\ 7TDNHGD 3KDUPDI
3KDVH 3KDVH DQG 3KDVH WULDOV LQ WKH 8QLWH® 6VBEKWHWNM DQG
VWXGLHV 7KH\ GHVLJQHG DQG SUHSDUHG FOLQLFDO WULDOV ZRUNF
FRQGXFWHG WKH VWXGLHV LQ WKH 8QLWHG 6WDWHV (XURSH -DSDQ
SUHSDUHG DQG VXEPLWWHG UHJXODWRU\ VXEPLVVLRQV IRU DSSURYI
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2XU 6ROXWLRQ *HQH 7KHUDS\ IRU 10, %& ZLWK ,QRGLIWDJHQH

7KH ELRORJLFDOO\ DFWLYH LQJUHGLHQW RI LQRGL KD H{ SBIHMY DRQHRR B
SRWHQW WR[LQ VSHFLILFDOO\ LQ PDOLJQDQW FHOOV EXW QRW LQ QRUF
D JHQH IRU D OHWKDO EDFWHULDO WR[LQ IURP GLSKWKHULD VR WKDW \
EODGGHU FDQFHU 7KLV IRFXVHV WKH DQWL FDQFH U LDFW WKWV IRG WK H H
RI WKH JHQH PDLQO\ WR WKH PDOLJQDQW WLVVXH DQG WKH EODGGHU

+ JHQH ZKLFK LV WXUQHG RII LQ PRVW QRUPDO DGXOW FHOOV EXW W

7KH + JHQH KDV D UHVWULFWHG SDWWHUQ RI H[SUHVVLRQ UHQGHULQJ
WKHUDSLHV WR FDQFHU + LV DQ H[DPSOH RI D FODVV Rl PROHFXOHV I
UHJXODWRU\ HOHPHQWY LQ QRUPDO FHOOV ,W LV DOVR FRQVLGHUHG D
SODFHQWD GXULQJ SUHJQDQF\ EXW QRW QRUPDOO\ H[SUHVVHG LQ DGX
PDOLJQDQF\ LQ KXPDQ EODGGHU FDQFHUV DV ZHOO DV LQ PDQ\ RWKHL
FDQFHU OXQJ FDQFHU EUHDVW FDQFHU FRORQ FDQFHUV PHOHQIRRD E
IXQGDPHQWDO LPSRUWDQFH WR FDQFHU FHOOV 7KH DEQRUPDO XSUHJX
DOWHUDWLRQV LQ DYDLODELOLW)\ DQG DFWLYLW\ RI IDFWRUV LQ WKH F
RI WKH + JHQH WKDW UHVSRQG WR WKHVH IDFWRUV WKH PROHFXODU
7KHVH UHJXODWRU\ VZLWFKHY FDQ EH XVHG WR FRQWURO ZKHWKHU D J
JHQH IURP EHLQJ RQ LQ QRUPDO WLVVXHV DQG WKDW WXUQV LW RQ LQ

'LSKWKHULD WR[LQ LV D SRWHQW FHOOXODU WR[LQ DQG LV D IDYRUDEC
PHFKDQLVPV RI DFWLRQ DUH ZHOO XQGHUVWRRG ,W LV D WR[LQ WKDW
FHOOV WR PDNH QRUPDO SURWHLQV WKHUHE\ NLOOIOQ J0 WWKHIRY U Q YWXHH
LQKLELWRU\N DFWLYLW\ RI WKH WR[LQ LV HQFRPSDVVHG HQWLUHO\ LQ W
QHFHVVDU\ IRU FHOOXODU HQWU\ 7KH LQWURGXFWLRQ DQG H[SUHVVLR
LOQRGLIWDIJHQH LV OHWKDO WR WKH WDUJHW FHOO EXW EHFDXVH LW F
FHOOV

7TKH VWUXFWXUH RI LQORGLIWDJHQH LV LOOXVWUDWHG EHORZ 7KH + Ul
'7$ H[SUHVVLRQ DUH UHSUHVHQWHG LQ EOXH LQ WKH LOOXVWUDWLRQ
UHFRPELQDQW '1$ WHFKQLTXHV VR WKDW WKH\ DUH MX[WDSRVHG WR W|
JUHHQ RQ WKH ULJKW LQ WKH LOOXVWUDWLRQ

"KHQ LQRGLIWDJHQH HQWHUV D WXPRU FRQWDLQLQJ + H[SUHVVLQJ FH
SURGXFLQJ WKH OHWKDO GLSKWKHULD WR[LQ )ROORZLQJ DGPLQLVWUD
H[SUHVVLRQ LV EODGGHU FDQFHU VSHFLILF + LV BBWH\G/ WG NBQDEX @
QRUPDO FHOOV UHPDLQV XQH[SUHVVHG ,Q DGGLWLRQ GXH WR WKH DE
G\LQJ FHOOV LW LV QRW WDNHQ XS E\ RWKHU QRUP DOHMHO W K$WJI DSU HR
EODGGHU FDQFHU

,QRGLIWDJHQH '1$ LV FRPELQHG ZLWK SRO\OHWK\OHQHLPLQH RU 3(, 3{(
UDSLGO\ GLYLGLQJ FHOOV DQG LPSURYHV HIILFLHQF\ RI WUDQVPLVVLRC(
LOQRGLIWDJHQH FRPSOH[HG ZLWK 3(, LV HIILFLHQWO\ WDNHQ LQWR PRUF}
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2XU 3UH FOLQLFDO 'DWD ZLWK ,QRGLIWDJHQH

/IDERUDWRU\ VWXGLHY KDYH DOVR FRQILUPHG WKDW $WRKWHIRGY1Q¥W KHY
DQG WKDW LQRGLIWDJHQH DWWHQXIWHMWRH SUROLIHUDWLRQ RI FDQF

,Q DQLPDO PRGHOV LQRGLIWDJHQH LV DFWLYH DJDVY GWUW GOHHEGHY FDQ
EODGGHU WXPRUV DIWHU WUHDWPHQW LQ WKH RUJDQ ,Q D UDW WXPRU
WKH EODGGHU FRXOG EH HIITHFWLYHO\ WUHDWH&LWMRE IWMXYRZDGE RLWKVY W E
OLQH FRQILUPHG WKDW WKH PHFKDQLVP RI DFWLRQ LV YLD WKH GRVH C
UHJXODWRU\ VHTXHQFHV

$GGLWLRQDO VWXGLHV ZHUH SHUIRUPHG LQ D PRGHO RI EODGGHU FDUF
UDWV ,Q WKLV H[SHULPHQWDO PRGHO UDWY UHSURGXFLEO\ GHYHORS
Rl QLWURVDPLQH GLHWDU\ VXSSOHPHQWDWLRQ $GPLQQLWXPRWLRQ RI L
GLPHQVLRQV DQG ZHLJKW DQG OHDGV WR FRPSOHW N \WUWDIBW AGWLHRMRE |
ZKLFK WKH DQLPDO LQ WKH OHIW SDQHO UHFHLYHG FRQWURO SODFHEF
DQLPDO LQ WKH ULJKW SDQHO ZDV WUHDWHG ZLWK ID@ODRBQLWDBBQH 7KF
GHYHORSPHQW RI LQRGLIWDJHQH LQ SDWLHQWY ZLWK EODGGHU FDQFH!

&OLQLFDO VWXGLHV KDYH GHPRQVWUDWHG WK DWWIQRR®G LQVSD WQH Qv
WXPRUV DQG IRU PRUH WKDQ KRXUV DIWHU D VLQJOH WZR KRXU H[SR

,1' (QDEOLQJ 6WXGLHV

,1' HQDEOLQJ VWXGLHV IRU LQRGLIWDJHQH LQFOXGHG IRXU UHSHDWHG
FRQGXFWHG LQ DFFRUGDQFH ZLWK *RRG /DERUDWRU\ BUDFWLFH */3 5F

,Q WKHVH VWXGLHVY LQWUDSHULWRQHDO ,3 LQWUDYHVLFDO RU LQWL
SODVPLG 3(, RU SODVPLG DORQH ZDV HPSOR\HG WR HYDOXDWH WKH
ZLWK 3(, ZDV ZHOO WROHUDWHG DQG QR PRUWDOL®N REFWHKHHEZIRQ DQ)
VWXGLHV VXSSRUWLQJ WKH EODGGHU FDQFHU LQGLFDWLRQ LQRGLIWD.
LQWUDYHVLFDO DGPLQLVWUDWLRQ WKH 3QR REVHUYHIGGDZDWHUVH HYHQ
GHWHUPLQHG WR EH ! PJNJLQ ERWK PLFH DQG UDWV %LRGLVWULEXV
RI WKH */3 WR[LFRORJ\ VWXGLHV RI LQRGLIWDJHQH YLD LQWUDYHVLFDO
SULPDULO\ OLPLWHG WR WKH EODGGHU DQG NLGQH\V

&KHPLVWU\ PDQXIDFWXULQJ DQG FRQWUROV VWXGLHVY DUH RQJRLQJ

,QRGLIWDJHQH &OLQLFDO 7ULDO ([SHULHQFH

2XU GHYHORSPHQW RI LQRGLIWDJHQH ZLOO IRFXV RQ LWV XWLOL]DWLR:
LQRGLIWDJHQH LQ RWKHU FDQFHUV LQ WKH FOLQLF QWHINIDWOQB EDQLFM S L
ERWK Rl WKHVH FOLQLFDO VHWWLQJV LQRGLIWDJHQH DR UGH.RRI QMWW D
PHFKDQLVP RI DFWLRQ DJDLQVW FDQFHU &OLQLPFDF® &HR.IDFO K HVGR FEDDW H
FHQWHUV LQ ,VUDHO



>

K& KEd Ed”

BWXGLHV LQ RYDULDQ FDQFHU DQG SDQFUHDWLF FDQFHU

2XU LQLWLDO H[SHULHQFH ZLWK RYDULDQ FDQFHU LQ Y\R®¥MW® \DWIDMLLFHY
WKH DEGRPLQDO FDYLW\ DQG UHIUDFWRU\ WR WUHDWPHQWV [OKLEO0WQQ
XOWUDVRXQG RI KHU DEGRPHQ VKRZLQJ DVFLWHYV RXWOLQHG LQ UHG
DVFLWHV ZHUH LVRODWHG DQG ZHUH VKRZQ WR H[SUHVWEtRQDQE WKXV
XVH WUHDWPHQW ZLWK LQRGLIWDJHQH ,QRGLIWDJHQH HOW\. QNGO OH C
WKHQ HYHU\ WZR ZHHNV IRU WUHDWPHQWYV HLJKW WWKRXDXK\VW BQ | HHHIUL
DQG YRPLWLQJ EXW WKHVH VIPSWRPV UHVROYHG DIWHU WKH WKLUG LC
UHVROYHG FRPSOHWHO\ DIWHU WUHDWPHQW WHQ 7KLV LV VKRZQ LQ W
IOXLG $OWKRXJK LQRGLIWDJHQH FOHDUO\ KDV DFWKDMNVWEK® W R UV H @ R!
RI DVFLWHV SUHVHQW LQ PRVW SDWLHQWV VXIIHULQJ IURP WKLV VWDJF
FRQFHQWUDWLRQV RI LQRGLIWDJHQH LQ RYDULDQ FDQFHU FHOOV

‘H DOVR KDYH WHVWHG WKH GUXJ LQ SDWLHQWYV ZLW K FIDO@DRW HDQV VRV K B
LQ SDWLHQWYV ZLWK XQUHVHFWDEOH SDQFUHDWLE HD\@ EF & DTKEH IV WKW
EHHQ GHHPHG XQUHVHEWDEOH 3DWLHQWY ZHUH WIGH W Q/LL\DWAHRIFHSSX W Y IBD (
WRPRJUDSK\ &7 JXLGHG LQMHFWLRQ RU YLD HQGRVFRSLF XOWUDVRXC(
DQG IRU SRVVLEOH UHVHFWLRQ DIWHU LQMHFWLRQ PHIQQM S$SDIVLGI QMKMW FF
GUXJ LQMHFWLRQ ZDV ZHOO WROHUDWHG DQG DGYHUVH HYHQWV ZHUH
EHLQJ FRQVLGHUHG SRVVLEO\ UHODWHG WR WKH VWXG\ GUXJ 1R VHULI
LQRGLIWDJHQH $QWL WXPRU DFWLYLW\ ZDV HYLGHQW WZR RI WKH QLG
SDUWLDO UHVSRQVHV IROORZLQJ WUHDWPHQW ZLWK QR RWKHU LQWHU"

‘H FRQGXFWHG D VHFRQG VWXG\ RI LQRGLIWDJHQH LQ SOWLEQM VRILW K
FKHPRWKHUDS\ WUHDWPHQW ,Q WKLV VWXG\ SDWLRWQNHUDISUHDRGPILQ L
FRQMXQFWLRQ UHFHLYHG LQWUDWXPRUDO LQMHFWLR@WDB! LQRGLIWDJ}
HQGSRLQW Rl WKH VWXG\ ZDV 3)6 DQG PHGLDQ 3)6 ZDV PRQWKV LQ ¢
LQRGLIWDJHQH DQG PRQWKY LQ SDWLHQWYV ZKR UHFHLYHG PJ RI L
SDUWLDO UHVSRQVH DQG HLJKW SDWLHQWYV KDG VWBEWBELIQHDVH ,Q
FKHPRWKHUDS\ *UDGH 6HYHUH DGYHUVH HYHQWV ZHKWH UHSRUWHG L
FKHPRWKHUDS\ 7HQ SDWLHQWV UHSRUWHG VHULRXV DGYHUVH HYH
FRQVLGHUHG E\ WKH LQYHVWLJDWRU WR EH UHODWHG WR LQRGLIWDJHC
FRQVLGHUHG WR EH UHODWHG WR JHPFLWDELQH
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5HVSRQVH UDWHV IRU VWDQGDUG JHPFLWDELQH FKHPRWKX\HOBD®V WXKRQU

DQG 3)6 LV W\SLFDOO\ LQ WKH UDQJH RI IRXU WR VL[ PRQWKYV $JDL(
PDOLJQDQF\ +RZHYHU LW LV OLNHO\ WKDW GHOLYHUDWLHR WRXFPRWIZ1OQ
EH VXERSWLPDO GXH WR WKH FRQVWUDLQWYV RI KDYLQJ WR LQMHFW WK
LOQMHFWLRQ VLWH

BWXGLHYV LQ UHIUDFWRU\ RYDULDQ FDQFHU DQG XQUMWHFWDEOH SDQFL
LQRGLIWDJHQH DJDLQVW WKH PDOLJQDQF\ 7KHVH GRWD W KWHURISNOW KD O
WXPRUV XVLQJ +

6WXGLHV LQ 10,%&

10, %& RIITHUV VHYHUDO DGYDQWDJHY DV D WKHUD SHRW LW KWMJDBH W H)TDUL
FROWDFW ZLWK WXPRUV VR WKDW WKH PDOLJQDRRIWFKHEBUN LQWRHNDQDDQ
ZLWK DVFLWHV JLYHQ WKH ODUJH YROXPH RI IOXLG LQ WKH DEGRPHQ
WKH LOMHFWLRQ RI LQRGLIWDJHQH LQWR RQO\ WKH SDUW RI WKH WXPR
LQRGLIWDIJHQH FDQ EH LQVWLOOHG LQWR WKH EODGGHU DOORZLQJ LW
UHVLGHVY 6HFRQG WKH VWDQGDUG RI FDUH LQ EODGGHU FDQFHU LV WI
RI WKHUDS\ IRU WKHVH WXPRUV LV WKXV QRW WR HUDGLFDWH HVWDEOI
PLFURVFRSLF WXPRU UHFXUUHQFHV WKH PDFURVFRSLF WXPRU KDV EHI
DFFHVV WR WKHVH PLFURVFRSLF UHFXUUHQFHKWH BOIOGGW WL V/RGPEQ YAV
ZKLFK DUH WASLFDOO\ LGHQWLILHG EXW QRW UHVHPRWHGHBBHWODWVOH)\
RSWLPDO IRU FRQWDFW ZLWK WKH '1$ RI LQRGLIWDJBEH ) LDQIORAL QUKW K
ODUJH SDWLHQW SRSXODWLRQ RI 10, %& FRXSOHG ZLWK WKH ODFN RI D
FUHDWHYV D VXEVWDQWLDO XQPHW QHHG DQG DQ RSSRUWXQLW\ IRU WK
10, %& LV DQ RSWLPDO WDUJHW IRU LQRGLIWDJHQH WKHUDS\

‘H FDUULHG RXW WKUHH FOLQLFDO WULDOV LQ 10,%& D 3KDVH VWXG
PROQRWKHUDS\ DQG D 3KDVH VWXG\ RI LQRGLIWDJHQH DGPLQLVWHUHG

7KH WZR PRQRWKHUDS\ VWXGLHV LQFOXGHG D XQLTXH IHDWXUH WKDW
XQUHVHFWHG SDSLOODU\ 7D DQG 7 WXPRUV DVVHVVPHQW RI PDUNHU
WXPRUV LV WR UHVHFW WKHP YLD 785 VR WKDW QR UHVLGXDO WXPRU L
DQ LQYHVWLJIJDWLRQDO DJHQW WR FDXVH WXPRU VKUKQG D QW HF DRWQRW E
,QGXVWU\ RQ %&* XQUHVSRQVLYH 1RQPXVF QH FAPBM DG MEKDGG VW XL
FRQGXFWHG LQ ZKLFK PDUNHU OHVLRQV DUH OHIWKLY SSBERIAMNHADV/ 8¢
XWLOL]JHG LQ ERWK WKH PRQRWKHUDS\ VWXGLHV

3KDVH VWXG\

7KH LQLWLDO 3KDVH VWXG\ RI LQRGLIWDJIJHQH ZDVVWKGRVAX BV HD®WDWR
JUDGH 10, %& $ WRWDO RI SDWLHQWY ZHUH WUHDWHBOVZLWHKDMHUIAFDODW
3DWLHQWYVY KDG D PHDQ RI ILYH SULRU RFFXUUHQFHVY UDQJH RQH WR
DSSUR[LPDWHO\ KDG WZR RU IHZHU UHFXUUHQFHY LQ WKH SDVW WZ
KDG UHFHLYHG SULRU %&* DQG VHYHUDO SDWLHQWY KDG DOVR UHF
D SRSXODWLRQ RI SDWLHQWYV ZLWK PXOWLSOH UHFXUUHQW 10,%& UHIU

$W HQWUN LQ WKLV VWXG\ SDWLHQWV XQGHUZHQW UHVHFWLRQ RI DOO
RU FP LQ VL]H 3DWLHQWY ZHUH WKHQ WUHDWHG ZDWKHWWHDYRIY LZHDVO
DVVHVVHG DW ZHHNV DQG UHVLGXDO WXPRU ZDV UHPRYHG DW WKDW
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7KH SULPDU\ HIILFDF\ DVVHVVPHQW ZDV RYHUDOWOHYBRONVGILUDGYH\ FR
F\VWRVFRS\ DW ZHHN ,Q IRXU RI WKH SDWLHQWY RU DSSUR[LPDWH
F\WVWRVFRSLF SKRWRJUDSK RI D OHVLRQ GHPRQVWUDWLQJ FRPSOHWH W
IRXU RI WKH SDWLHQWY RU DSSUR[LPDWHO\ SDUWLDO UHVSRQVH"
UHVSRQVHV ZHUH REVHUYHG LQ HLJKW RXW RI WKH SDWLHQWVY RU D¢
DOO SDWLHQWYVY DW EDVHOLQH RI WKH SDWLHQWY RU DSSUR[LPDW
DSSUR[LPDWHO\ DQG ZHUH UHFXUUHQFH IUHH DW PRQWKYV DQ

,Q WKH LQLWLDO 3KDVH VWXG\ LQRGLIWDJHQW ZIDWHZRBDWHW RO G URILW +
UHSRUWHG DQG QR GHDWKYV RFFXUUHG GXULQJ WKH VWXG\ RU GXULQJ
DGYHUVH HYHQWYV FRQVLGHUHG WR EH DW OHDVW SRVVLEO\ UHODWHG
PRGHUDWH LQ VHYHULW\ DQG ZHUH PRVW FRPPRQO\ UHQDO DQG XULQD

XULQDWLRQ RU G\VXULD ZHUH UHSRUWHG LQ DQG RI SDWLHQYV
XUJHQF\ ZHUH UHSRUWHG LQ DQG RI WKH SDWLHQWYVY UHVSHFWI
RQH SDWLHQW DIWHU WKH IRXUWK LQWUDYHVLFDO WUHDWPHQW 1

WUDFW LQIHFWLRQ GXULQJ WKH VWXG\ RI ZKLFK ZHUH FRQVLGHUHG
WKH YLGHR FA\VWRVFRS\ FDWKHWHUL]DWLRQ RU VXUJLFDO UHVHFWLRQ

ZHDNQHVY ZHUH UHSRUWHG LQ DQG RI SDWLHQWYV UHVS
FRQVLGHUHG SRVVLEO\ UHODWHG WR WUHDWPHQW LQFOXGHG LQFUHD)
ZKLWH EORRG FHOOV DQG LQFUHDVHG DONDOLQH SKRVSKDWHV L[

2QH VHULRXY DGYHUVH HYHQW FRQVLGHUHG SRVVLEO\ UHODWHG WR VV
KRVSLWDOL]DWLRQ RFFXUUHG LQ WKH VWXG\

3KDVH VWXG\

JROORZLQJ WKH 3KDVH VWXG\ D 3KDVH VWXG\ RI LOQRGLIWDJHQH ZLC
FDQFHU RI LQOWHUPHGLDWH ULVN 7KH SULPDU\ HQGSRLQW LQ WKLV VW,
SDWLHQWY $ VHFRQGDU\ HQGSRLQW ZDV UHVSRQVHN EIPWHUPIHEDUNHU C
VXSHUILFLDO EODGGHU FDQFHU ZLWK UHFXUUHQW VWDJH 7D DQ\ JUDGI
WKH VWXG\ 3DWLHQWYV ZLWK &,6 OHVLRQV ZHUH H[FIOYXH H3® WSLCHID B/IV WPLH
KDYH IDLOHG DW OHDVW RQH SULRU FRQYHQWLRQDO WKHUDS\ LQFOXGL
VWXG\ KDYH RQH WXPRU "~ FP LQ GLDPHWHU WR VHUYH DV D 3PDUNHU
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$ WRWDO RI SDWLHQWYV ZHUH WUHDWHG LQ WKLV VWXG\ $SSUR[LPDW
WKHUDS\ DQG PRUH WKDQ KDOI RI WKH SDWLHQWY UHFHLYHG RWKHU W
RU PRUH SULRU WUHDWPHQWYV (LJKW SDWLHQWY ZHUH QRW HYDOXDEOI

$W WKH WLPH Rl SULPDU\ DVVHVVPHQW SDWLHQWY RU DSSUR[LPDWF
KDG FRPSOHWH GLVDSSHDUDQFH RI WKH PDUNHU OHVLRQ DQG QR QHZ
DSSUR[LPDWHO\ LQ WKH LQWHQW WR WUHDW SRSXODWLRQ DQG R
QHZ OHVLRQV DW WKUHH PRQWKY WKH SULPDU\ HQGSRLQW OHGLDQ W
SRSXODWLRQV ZDV DSSUR[LPDWHO\ PRQWKY $V VKRZQ LQ WKH ILJIX
SDWLHQWV ZHUH IUHH Rl UHFXUUHQFH DW DQG PRQWKV UHVSHFWL

PRQWKY 7UHDWPHQW ZDV YHU\ ZHOO WROHUDWHGD WR G IDVBELYHHQW M G L

HYHQWYV

7KH PRVW FRPPRQO\ UHSRUWHG DGYHUVH HYHQWY VLPLODU WR WKRVH

XULQDU\ GLVRUGHUYV LQFOXGLQJ XULQDU\ I[UHTXHQF\ SDLQI
DQG XULQDUY UHWHQWLRQ DV ZHOO DV XULQDU\ WUDFW LQIF
LQFUHDVHG EORRG SRWDVVLXP DQG ODFN RI HQHUJ\ FKLOOV IHY

HYHQWV LQFOXGHG XULQDU\ UHWHQWLRQ DQG D XULQDU\ WUDFW LQIHF
P\RFDUGLDO LQIDUFWLRQ KHDUW DWWDFN ZKLFK ZDV QRW FRQVLGHU
DQG KHPDWXULD EORRG LQ XULQH HDFK 2QO\ WKH HYHQW RI KHF
LQYHVWLIJDWRU WR EH SRVVLEO\ UHODWHG WR WKH VWXG\ WUHDWPHQV

‘H DOVR WHVWHG LQRGLIWDJHQH LQ FRPELQDWLRQ ZLWK %&* :H FDUUL
%&* WUHDWPHQW 7KUHH GLITHUHQW FRPELQDWLRQ VFKBGXO WY @H WH H{
VDIHW\ RI WKH FRPELQDWLRQ 7KH DGPLQLVWUDWLRQ RI LQRGLIWDJHQ
WROHUDWHG ZLWK WKUHH VHYHUH DGYHUVH HYHQWYV UHSRUWHG QRQ

7XPRU UHFXUUHQFH UDWH DQG SURJUHVVLYH GLMHDAMHVUDMRO 2 HWKIH QRK?
UHJLPHQV 7KH RYHUDOO UHFXUUHQFH IUHH VXUYLYDO UDWH ZDV D¢

$W PRQWKY WKH PHGLDQ WLPH WR UHFXUUHQFH DQG LWV FRQILG
.DSODQ OHLHU VXUYLYDO DQDO\VLVY EHFDXVH D ODUJH G HIHAXQUWBIDH R |
IUHH VXUYLYDO DQG SURJUHVVLRQ IUHH VXUYLYDO DUH LOOXVWUDWHG
FRPELQDWLRQ ZDV DQG UHVSHFWLYHO\ 7KHVH UHVXOWY FRPSDU
%&* DORQH ZKLFK UHSRUW WKUHH PRQWK 5)6 RI WR



>

K& KEd Ed”

$GPLQLVWUDWLRQ RI LQRGLIWDJHQH DQG %&* ZDV ZHOO WROHUDWHG
H[SHULHQFHG DGYHUVH HYHQWY GXULQJ WKH VWXG\ 7KH LQFLGHQ
WUHDWPHQW JURXSVY DQG PRVW DGYHUVH HYHQWY ZHUH PLOG 7KHVH L

DQG KHPDWXULD 20H SDWLHQW KDG D VHULRXV HYHQW ZKLFK F
WUHDWPHQW 7KDW SDWLHQW KDG KHDUW SDOSLWDWURQW W KDW Z IQRR
UHODWHG WR VWXG\ SURFHGXUHV 2YHUDOO RI SDWLHQWY H[SHULH:

SDWLHQWYV H[SHULHQFHG DQ DGYHUVH HYHQW UHO DWLHGI \B B LIRS D UW DL
VDIHW\ SURILOH RI LQRGLIWDJHQH FRPSDUHG WR WKH VWDQGDUG WKHL

6XPPDU\ RI UHVXOWV LQ 10,%& FOLQLFDO WULDOV
‘H FRQGXFWHG WKUHH FOLQLFDO WULDOV LQ SDWLHQVW\GZQWK 10,%& DC

$+ 8RPSOHWH UHVSRQVHV RI XQUHVHFWHG WXPRUV RFFXUQYHG LQ DOO
XQUHVHFWHG SDSLOODU\ PDUNHU OHVLRQV LQ WKH 3KDVH DQG 3K
$OWKRXJK &,6 SDWLHQWYV ZHUH XQFRPPRQ LQ RXU WULDOV VL[ RXW
H[KLELWHG D FRPSOHWH UHVSRQVH

Ff5HFXUUHQFH IUHH VXUYLYDO RU 5)6 LQ WKH WZR PRQRWKHUDS\ VW
PRQWKY ZDV DSSUR[LPDWHO\

f QRGLIWDJHQH FDQ EH JLYHQ WRJHWKHU ZLWK %&* 7KH FRPELQDWLI
DGPLQLVWUDWLRQ LV IHDVLEOH DQG WKUHH PRQWK 5)6 ZDV

f QRGLIWDJHQH LV ZHOO WROHUDWHG ZKHQ JLYHQ LQWHDYH3/LFDOO\
LOYROYH WKH ORZHU XULQDU\ WUDFW 6\VWHPLF DGYHUVH HYHQWYV |

$OWKRXJK WKHUH FDQ EH QR DVVXUDQFH WDNHQ WRJHWKHU DQG EDVH
SRVLWLYH UHVXOWYV LQ WKH SLYRWDO FOLQLFDOJWRRWRWYV\ZD S SURLYNDHO
LQRGLIWDJHQH

5HIXODWRU\ 3DWKZD\

%HFDXVH RI WKH VLIJQLILFDQW XQPHW QHHG RI SDWLHQWYV ZLWK 10,%&
WKH $PHULFDQ 8URORJLFDO $VVRFLDWLRQ RU WKH $8% KDYH ZRUNHG
DJHQWV IRU 10,%& :H KDYH FORVHO\ IROORZHG WKLV JXLGDQFH )XUWK
SURYLGHG E\ WKH )'$ LQ WKLY DUHQD FUHDWH D IHUWLOH ODQGVFDSH |
LORGLIWDIJHQH LQ SDUWLFXODU

ORVW %&* WKHUDS\ IRU SDWLHQWYV ZLWK 10,%& XOWLPDWHO\ IDLOV $ V
UHSHDWHGO\ DUH GHILQHG LQ WKH OLWHUDWXUH DQG E\ WKH )'$ DV 3%,
WKRVH SDWLHQWYV ZLWK HLWKHU SHUVLVWHQW RU UHFXUUHQW KLJK JU
WASLFDOO\ WZLFH ZLWK %&* $SDUW IURP %&* WKHUDS\ QR RWKHU VWI
FXUUHQWO\ UHFRPPHQGHG WKHUDS\ IRU %&* XQUHVSRQVLYH
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10, %& LV FA\AVWHFWRP\ HLWKHU SDUWLDO RU UDGLFDO HRIZHQWWV [BHF D X
QRW FDQGLGDWHYV IRU PDMRU VXUJHU\ VXFK DV F\VWHFWRP\ 7KHVH SD'
HITHFWLYHQHVYV LQ WKLV VLWXDWLRQ VXFK DV WQMWYOODWLRQV RI FKF

7KH )'$ DQG WKH $8% WRIJHWKHU FRQYHQHG D ZRUNVKRS WR DGGUHVV W
ZLWK 10,%& LQ 7KH ZRUNVKRS SDUWLFLSDQWY DGGUHVVHG WKH %&
DJUHHG WKDW WKHUH ZDV QR FRQVHQVXYV VWDQGDUG RI FDUH DSSURDF
QR WKHUDS\ FRXOG EH DJUHHG XSRQ WR VHUYH DV D FRQWURO IRU UDC
DELOLW\ IRU LQYHVWLIJDWRUV WR FRQGXFW UDQGRPPEHEEHBQWKIRW OHG
VLQJOH DUP 3KDVH VWXGLHV FRXOG VXSSRUW UHJXODWRU\ DSSURYDC
OHVLRQV JXLGDQFH RQ WKH GHVLUHG HQGSRLQW ZDV SURYLGHG DV ZF
OHDVW D UHFXUUHQFH IUHH VXUYLYDO DW WRQIPEBRYWKH WKWK D \
H[FOXGHG D ORZHU ERXQGDU\ RI ZRXOG EH DSSURSULDWH

$ PRUH GHWDLOHG )'$ GUDIW JXLGDQFH GRFXPHQW ZDV SXEOLVKHG LQ
HQWREOIBQUHVSRQVLYH 1RQPXVFOH ,QYDVLYH %ODGGHU &DQFHU 'HYH
7UHDWPHQW *XLGDQ@RHFIRWHQOXYWKY DQG H[WHQGV WKH UHFRPPHQGD
7KH )'$ UHFRPPHQGV WKDW HDUO\ VWDJH GHYHORSPHQW RI DJHQWV IRL
DFWLYLW\ DJDLQVW H[WDQW GLVHDVH IRU H[DPSOH LQ PDUNHU OHVLR
SDWLHQWYV )XUWKHUPRUH WKH JXLGDQFH VWDWHVY WKDW IRU SDWLHQ)\
WKHUDS\ DSDUW IURP UDGLFDO F\WVWHFWRP\ H[LVWV D VLQJOH DUP VW
UDWH DQG GXUDWLRQ RI FRPSOHWH UHVSRQVH DUH UHOHYDQW HIILFDF
IXUWKHU HPSKDVL]HG WKH VWXG\ Rl &,6 SDWLHQWYV LQ VLQJOH DUP WU|
XQUHVSRQVLYH GLVHDVH DQG DGHTXDWH %&* WKHUDS\ 7KH GHILQLWLF
ZDV FODULILHG ZLWK WKH )'$ UHFRPPHQGLQJ WKDW QWKH ZKHI IKPIGV LR Q |
IDLOHG RQH LQGXFWLRQ DQG RQH PDLQWHQDQFH FRXUVH RI %&* DW D |
WULDO LQ WKH %&* XQUHVSRQVLYH SDWLHQW SRSXODWLRQ VKRXOG HP
SDWLHQWV

J)LQDOO\ WKH )'$ KDV UHFRPPHQGHG WKDW D GHYHORS$SRHQW BSUR JWWDIPDV
GHVLJQ PD\ UHTXLUH D FRQILUPDWRU\ WULDO DIWHU DSSURYDO 7KH\ F
SRSXODWLRQ DQG D GHVLJQ WKDW WHVWYV %&* SOXV PLQXV WKH LQYH)

7TKHVH UHFRPPHQGDWLRQV KDYH SURYLGHG LQ HVVHQFH D URDG PDS
‘H KDYH IROORZHG WKLV URDG PDS :H KDYH HPSOR\HG PDUNHU OHVLRQGC
UHVSRQVH UDWH RYHU ‘H KDYH DOVR GHPRQVWUDWHG 5)6 RI RYHU
WULDOV $GGLWLRQDOO\ ZH KDYH WHVWHG LQRGLIWDJHQH LQ FRPELQTEL
EH FRQILUPDWRU\ :H EHOLHYH WKHVH LQLWLDYLMOLWKPWOFEGBR®G DWHMN b
DSSURYDO IRU %&* XQUHVSRQVLYH GLVHDVH

2XU &OLQLFDO 7ULDO 3URJUDP

2XU SLYRWDO FOLQLFDO WULDO SURJUDP ZDV GHYHORSHG ZLWK LQSXW
&DQDGD WKH 8QLWHG .LQJGRP )UDQFH 6SDLQ DQG *HUPDQ\

‘H VXEPLWWHG RXU ,1' DSSOLFDWLRQ IRU LQRGLIWDJHQH LQ Q
LQRGLIWDJHQH :H XQGHUWRRN GLVFXVVLRQ ZLWK WKH )'$ UHJDUGLQJ |
3KDVH ~ PHHWLQJ LQ ‘H DOVR GLVFXVVHG RXU 3KDVH VWXG\ RI LQ
WKH )'$ LQ DQG ZHUH JUDQWHG DQ 63%$ DW WKDW WLPH ,Q ZH G
‘H DOVR PHW ZLWK WKH $(036 6SDQLVK $JHQF\ RI OHGLFUPRB®\ LQ w
WKH 0+5%$ OHGLFLQHV DQG +HDOWKFDUH 5HIXODWRU\ $JHQF\ LQ W
$160 )UHQFK OHGLFLQHV 5HIJXODWRU\ $JHQF\ LQ $00 RI WKHVH GL

ZLWK RXU SURSRVHG GHYHORSPHQW SODQV

7KH IHHGEDFN IURP WKH UHJXODWRU\ DJHQFLHVY RQ RXU SURSRVHG UHJ
7KH 3KDVH &RGH[ &0OLQLFDO 7ULDO LQ %&* XQUHVSRQVLYH SDWLHQWYV
LQGLFDWHG WKDW WKH VLQJOH DUP WULDO PLJKW SURB$YDGHDWILRE® Q,H
DGGLWLRQ WKH )'$7W &X L8GDUHASE RRQWIMHOHR PXVFOH ,QYDVLYH
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%ODGGHU &DQFHU 'HYHORSLQJ 'UXJV DQG %LRORJLFWWIWMHM DWRIQQ W/I
DUP FOLQLFDO WULDO ZLWK FRPSOHWH UHVSRQVH UDWH DQG GXUDWLR
SULPDU\ HYLGHQFH RI HIITHFWLYHQHVY WR VXSSRUW D PDUNHWLQJ DSS(
6HSWHPEHU ZH XSGDWHG WKH HQGSRLQW RI WKH WULDO WR UHIOH
WKHUHIRUH HPERGLHYV WKLV GHVLJQ

7KH JUDQWLQJ RI DQ 63% E\ WKH )'$ LV DOVR LPSRUWDQW WR WKH SURS
VWDQGDUG SURWRFRO UHYLHZ DQG DFFHSWDQFH E\ WKH )'$ GRHV QRW
WKH SURWRFRO ZLOO VXSSRUW D PDUNHWLQJ DSSOLFDWEZR® KD/QK&3$ DJ
DGHTXDF\ DQG DFFHSWDELOLW)\ RI VSHFLILF FULWLFD®GHGHWFR QX8 SR UR/
D IXWXUH PDUNHWLQJ DSSOLFDWLRQ ,Q JUDQWLQJ WKH 63% LQ 2FWREH
7ULDO LV DGHTXDWHO\ GHVLJQHG WR SURYLGH QHFRQV IYWK\HGEBW D W® RW*
DQ HQGRUVHPHQW RI SURWRFRO GHWDLOV GRHV QRW DIIHFW DSSURYD
WR DSSURYDO

(XURSHDQ UHJXODWRUV KDYH EHHQ VXSSRUWLYH RI WKH VWXG\ FRQGXI
\ 3URGXFWRYV 6DQLWDULRYV RU $(036 LQ 6SDLQ LQ +HDOWK &DQDC
BURGXFWV 5HJXODWRU\ $JHQF\ RU 0+5% LQ WKH 8QLWHG .LQJGRP LQ
WULDOV 7KH 3DXO (KUOLFK ,QVWLWXW RU (, LQ *HUPDQ\ VWDWHG WKI
FRPELQDWLRQ RI VWXGLHV PD\ IRUP WKH EDVLV IRU DSSURYDO $GGLW!I
OpGLFDPHQW HW GHV 3URGXLWYV GH 6DQWp RU $160 LQ )UDQFH LQ
&OLQLFDO 7ULDO WKDW WKH VLQJOH DUP WULDO GHVLJQ FDQ EH FRQVL
DQG WKDW WKH VDPH DSSOLHV WR WKH 3KDVH /HR &OLQLFDO 7ULDO

JRU ERWK WKH &RGH[ &OLQLFDO 7ULDO DQG /HR &0OLQLFDO 7ULDO DSSL
WKH VWXGLHY FRQFHUQLQJ WKH HIILFDF\ DQG VDIHW\ RI RXU SURGXFW

2XU FOLQLFDO GHYHORSPHQW SURJUDP DGGUHVVHV WZR XQPHW QHHGYV
10, %& :H DUH VWXG\LQJ LQRGLIWDJHQH LQ WKH WKLUG OLQH %&* XQUt
&OLQLFDO 7ULDO :H DUH DOVR VWXG\LQJ LQRGLIWDJHQH LQ VHFRQG Ol
7TKHVH WZR VWXGLHV SURYLGH SDWKZD\V WR UHJXODWRU\ DSSURYDO Lt
VXPPDUL]HG EHORZ

7KH &RGH[ &OLQLFDO 7ULDO LV D VLQJOH DUP 3KDVH Q@RMHKGRUHVLIQHC
,QGXVWU\ ,W LV D VLQJOH DUP RSHQ ODEHO VWDHGM QUKRIOW H GDDL WK LY0&
XQUHVSRQVLYH GLVHDVH DV GHILQHG E\ WKH )'$ JXLGDQFH 7KH\ ZLOO
GHILQHG LQ DFFRUGDQFH ZLWK )'$ VSHFLILFDWLRQNUBB/WPRQW\EZL®D >
DQG WKHQ UHFHLYH LQRGLIWDJHQH DGPLQLVWHUHG IIRUMW B @ HAHHDD O\
IROORZHG E\ DGPLQLVWUDWLRQ HYHU\ WKUHH ZHHNV IRU XS WR WZR \H
UHVSRQVH LQ &,6 DV DVVHVVHG DW ZHHNV DQG XS WR  ZHHNV VXSS
ZLOO EH SHUIRUPHG E\ F\WVWRVFRS\ HYHU\ ZHHNV 7KH WULDO LV HQU
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$Q LQWHULP DQDO\VLYV IRU IXWLOLW\ LV SODQQHG DIWHU WKH ILUVW
FRPSOHWH UHVSRQVHV PXVW EH REVHUYHG WR PRYH IRUZDUG ZLWK WK

7KH WULDO ZDV LQLWLDWHG LQ 'HFHPEHU 2SHQLODWHKODGDWD LV B[G
WKH IXOO0 LQWHULP DQDO\VLYV LV H[SHFWHG WR EH FRPSOHWH DSSURJLI

7KH &RGH[ &OLQLFDO 7ULDO LV GHVLIJQHG WR JDLQ DSSURYDO IRU WKH
XQUHVSRQVLYH 10, %& WKRVH ZLWK WKLUG OLQH GLVHDVH

7KH /HR &OLQLFDO 7ULDO LV RXU VHFRQG SLYRWDOQROEQ WHH® WV LD/ LI
RSHQ ODEHO UDQGRPL]J]HG FRQWUROOHG FOLQHHH®WRQOBG , 2\ WK LQWH
RU KLJK JUDGH 10, %& WKDW LV SHUVLVWHQW RU UHFXUUHQW IROORZLQ
SDWLHQW SRSXODWLRQ 6XEMHFWY ZLOO EH UDQGRPO\ DVVLIJQHG WUHI
VWDQGDUG RI FDUH IRU WKHLU FRQGLWLRQ RU D UHJLPHQ RI LQRGLIWI
UHFHLYH D VWDQGDUG DGPLQLVWUDWLRQ RI %&* 7KH\ ZLOO FRQFXUUH
IRU WHQ ZHHNV WKHQ HYHU\ WKUHH ZHHNV 7KH WUHDWPHQW ZLOO OD
PHGLDQ WLPH WR KLJK JUDGH UHFXUUHQFH DQG WKH WULDO LV GHVLJ!(
KLJK JUDGH UHFXUUHQFH ZLWK WKH FRPELQDWLRQ RI LQRGLIWDJHQH D
ZLOO EH SHUIRUPHG E\ FA\VWRVFRS\ HYHU\ ZHHNV 7KH WULDO ZLOO H
SHU DUP

7KH WULDO LV H[SHFWHG WR EHJLQ HQUROOLQJ SDWLEBQWU\LQ ‘H D
PRQWKYV DQG WR FRQFOXGH LQ

SLYRWDO GHYHORSPHQWDO SURJUDP VXPPDU\

7KH &RGH[ &OLQLFDO 7ULDO DQG /HR &OLQLFDO 7ULRBGDUHL.GBYEHQHG \
UHJDUGLQJ GHYHORSPHQW RI QRYHO WKHUDSLHV IRU 10,%& 7KH &RGH]
XQUHVSRQVLYH WKLUG OLQH LQGLFDWLRQ $V WKHDSS KRS WMW MSK ODQ\G
KDV DOVR SURYLGHG JXLGDQFH DERXW WKH UHTXLVLWH UHVSRQVH UDV
XQFRQWUROOHG 3KDVH IRU DSSURYDO DQG ZLOO HQUROO SDWLHQ
VXSSRUW HLWKHU IXO0 RU DFFHOHUDWHG DSSURYDO :H EHOLHYH WKD)
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DYDLODEOH DQ RQJRLQJ FRQILUPDWRU\ WULDO ZLOO LPSURYH WKH OLN
3KDVH /HR &OLQLFDO 7ULDO 7KH /HR &OLQLFDO 7QUD®DINLMDM ORW KXV VH
GLVFUHWH LQGLFDWLRQ LQ SDWLHQWY ZKRVH ILUVW FRXUVH RI %&* KD
LOQRGLIWDJHQH LQ VXSSRUW RI RXU 3KDVH GDWD IURP WKH &RGH[ &OL

2XU *URZWK 6WUDWHJ\
7KH NH\ HOHPHQWYVY RI RXU JURZWK VWUDWHJ\ DUH DV IROORZV

f([HFXWH WKH FOLQLFDO GHYHORSPHQW SURJUDP RIZKQRGUMMWD DIQGH \
KLIKHVW SULRULW\ LV WR H[HFXWH WKH FOLQLFDO GHYHORSPHQW S
OLQHDU SDWK WR DSSURYDO IRU RXU DJHQW LQ WZR UHODWHG EXW
SUHOLPLQDU\ FOLQLFDO GDWD LQ EODGGHU FDQFHU LQ DGGLWLRQ \
RXU SURJUDP GHVLJQ 7KH )'$ KDV SURYLGHG SRVLWLYH LQSXW RQ R
ZKLFK LV XQGHU zZD\ DQG KDV JUDQWHG XV DQ 63% HQGRUVLQJ WKH
DIJHQFLHV LQ WKH (XURSHDQ 8QLRQ DQG &DQDGD KDYH DOVR UHYLHZ
LOQRGLIWDJHQH KDV QRW \HW EHHQ DSSURYHG LQ DQ\ PDUNHWLQJ W
&RGH[ &0OLQLFDO 7ULDO E\ PLG DQG WR LQLWLDWH WKH /HR &OLC

$+'"HYHORS WKH FDSDELOLW\ WR FRPPHUFLDO LHHE HQR & I FV W KHDQ\H ROQU W K
FRPSHWLWLYH SRVLWLRQ LQ WKH 10,%& ILHOGV LV VWURQJ DV D UH\
WKH XQPHW QHHG RI VHFRQG OLQH SDWLHQWYV ZLWK WKH XQLTXH UD
%DVHG RQ PDUNHW GDWD LQFOXGLQJ WKLUG SDUW\ UHRBIDNHW WKD)\
IRU LQRGLIWDJHQH LQ WKH 8QLWHG 6WDWHV WKH (XURSHDQ 8QLRQ
H[FHHGYV ELOOLRQ $V WKH WULDOV QHDU FRPSOHRWWRWKEZW SODQ
DGYDQWDJH RXU JRDO EHLQJ WR FRPPHUFLDOL]H L@GRGQRW EBYH LQ
FRPPHUFLDO FDSDELOLW\ +RZHYHU ZH EHOLBYW. VK RW LWQHROGA Il W.IH
ERWK WKLUG DQG VHFRQG OLQH SDWLHQWYV ZLOO UHTXLUH XV WR G
FRPPHUFLDO HIIRUWV LQ WKH 8QLWHG 6WDWHV DQG LQWHQG WR EH
FRPPHUFLDOL]DWLRQ DSSUR[LPDWHO\ WZR \HDUV EHIRNHQRSURYDO
86 FRPPHUFLDO SDUWQHUV 7KH OHDGHUVKLS WHDP KDV H[SHULHQF
WUDQVLWLRQ IURP D UHVHDUFK IRFXV WR FRPPHQFWDO F\DSD\E HOW WA \
RXU &RPSDQ\

$+'"HYHORS VWUDWHJILF SDUWQHUVKLSY DURXQG LIORGILKWMDJIHQH GHYHC
FRPPHUFLDO SRWHQWLDO RI LQRGLIWDJHQH UHQXGISU VHLMQ V§! GV W B D
SXUVXH SDUWQHUVKLS RSSRUWXQLWLHV SULPDULO\ IRU QRQ 8 6 FRI
SDUWQHUVKLSY DV ZHOO HVSHFLDOO\ LQ -DSDQ DQG &KLQD 2XU OH
UHJXODWRU\ DSSURYDO LQ -DSDQ DQG LQ GHYHORSLQJ EXVLQHVV U
ZRUOGZLGH

$([SDQG WKH SRWHQWLDO LQG LH DWWR@\G RVR GIREL QGDWHEBH-OLQLFDO
RI LQRGLIWDJHQH WR H[SORUH DGGLWLRQDO LQGLFDWLRQV LQ EODG
DGGLWLRQDO QRYHO DJHQWV 7KH PRVW LPSRUWDQW RI WKHVH LV W
GLDJQRVHG 10,%& SDWLHQWVY RU ILUVW OLQH SDWLHQWYV :H LQWHQ
VHFRQG OLQH SDWLHQW SRSXODWLRQ WR D VLPLOD B SWRDEKBWVLIQ
DUH OLNHO\ WR LQFOXGH DSSURDFKHV WR LPPXQRWKHUDS\ HVSHFLI
LQWURGXFHV D QRYHO IRUHLJQ GLSKWKHULD DQWLJHQ :BJDQQRW ZK
LQWHQG WR H[SORUH RWKHU VROLG WXPRU LQGLFDWLRQV LQFOXGL:
LQRGLIWDJHQH KDV DOUHDG\ EHHQ GHPRQVWUDWHG WR EH FDSDEOH

$ ([SDQG WKH SLSHOLQH RI RQFRORH MWXMHWOQGS HXRV GH ¥ DIUEDLVEID \QHYZ SUI
LQ RXU UHVHDUFK DQG GHYHORSPHQW ODERUDWRULHV :H KDYH HQJ
LQRGLIWDJHQH DQG KDYH GHPRQVWUDWHG DFWLYLQUWRIZMHKHVH PRC
VHFRQG JHQHUDWLRQ PROHFXOHV KDYH VWURQJ LQWHOOHFWXDO SU
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ZLOO VHHN WR LGHQWLI\ DSSURSULDWH FDQGLGDWHMN PRKDMQ OLFHQ\
H[SHULHQFH ZLWK D YDULHW\ RI DSSURDFKHV WR RQFRORJ\ WKHUDS'
WDUJHWHG WKHUDSLHYVY DQG LPPXQH RQFRORJ\ WUHDWPHQWYV

F*URZ RXU FRPSDQ\ LQWR D IXOO\ FDSDEO2K B LYRSHRQP D\F MRVERKDOGF RE
VXFFHVV RI LQRGLIWDJHQH DQG WR H[SDQG RXU FDSDELOLWLHV WR
GHYHORSPHQW DSSURYDO DQG FRPPHUFLDOL]DWLRQ 2XU IRFXV ZL
WKHUDSLHVY WR OHVVHQ WKH EXUGHQ RI GLVHDVH DIIHFWLQJ WKRVH

ODQXIDFWXULQJ

‘H GR QRW RZQ RU RSHUDWH PDQXIDFWXULQJ IDFLOLWLHV IRU WKH SUR
SODQV WR GHYHORS RXU RZQ PDOQXIDFWXULQJ RSHUDWLRQV LQ WKH IR
PDQXIDFWXUHUV IRU DOO RI RXU UHTXLUHG UDZ PDWHULDOV DQG ILQLYV
WuULDOV ‘H GR QRW KDYH DQ\ FXUUHQW FRQWUDFWXDO UHODWLRQVKLS
SURGXFW FDQGLGDWH +RZHYHU RXU FXUUHQW FRQWUDFW PDQXIDFWX
FRPPHUFLDO TXDQWLWLHV RI RXU SURGXFW FDQGLGDWH DQG KDYH HJS

‘H LQWHQG WR HQWHU LQWR DJUHHPHQWYV ZLWK WKLUG SDUW\ FRQWUD
LQRGLIWDJHQH

'"HYHORSPHQW DQG FRPPHUFLDO TXDQWLWLHY RI DQ\ SURGXFWYV WKDW
XWLOL]LQJ SURFHVVHYVY WKDW FRPSO\ ZLWK WKH UHTXLUHPHQWY RI WKHE
MXULVGLFWLRQV LQ ZKLFK ZH DUH VHHNLQJ DSSURYDO :H FXUUHQWO\
PDOQXIDFWXULQJ FRQWUDFWRUV 7KH PDQXIDFWXUHUV ZLWK ZKRP ZH KLC
FRPSOLDQW ZLWK F*03 ‘H DQG RXU FRQWUDFW PDQXIDFWXRHQUWDWOQGH VX
PXVW HQVXUH WKDW DOO RI WKH SURFHVVHV PHWKRGY DQG HTXLSPHQ
EDVLV LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWY UHOHYDQW IRU WKH

L, QWHOOHFWXDO 3URSHUW\

2XU LQWHOOHFWXDO SURSHUW\ DQG SURSULHWDU\ WHFKQRORJ\ DUH FL
WKHUDSHXWLF SURGXFWV :H VHHN WR SURWHFW RXU LQWHOOHFWXDO
D FRPELQDWLRQ RI SDWHQWY WUDGH VHFUHWV QRQD&MLEBQRWRWY RQ G
LQYHQWLRQ DQG RWKHU FRQWUDFWXDO DUUDQJHPHQWYV ZLWK RXU HPS
DQG FRPPHUFLDO SDUWQHUV $GGLWLRQDOO\ ZH UHO\ RQ RXU UHVHDU
NQRZ KRZ WR DGYDQFH RXU SURGXFWYV

SDWHQWYV

2XU SDWHQW SRUWIROLR LQFOXGHYVY D WRWDO RI JUDQWHG SDWHQWYV
QDWLRQDO SKDVH DSSOLFDWLRQV :H DOVR KDYH SDWHQWY WKDW KD

SDWHQWYVY RQ WKH RULJLQDO DFWLYH IRUPXODWLRQ RI RXU OHDG SURG

1HZ SDWHQW DSSOLFDWLRQV KDYH EHHQ ILOHG IRU QHZ IRUPXODW|
LOQRGLIWDJHQH EXW PD\ DOWHUQDWLYHO\ FRPSULVH RWKHU DFWLYH PI
DSSOLFDWLRQ ILOHG LQ ZKLFK ZDV IROORZHG E\ DQ LQWHUQDWLRQ
WKH 3IDWHQW &RRSHUDWLRQ 7UHDW\ RU 3&7 LV EDVHG RQ D QHZ FRPS!
FRPSOH[ ZzZDV GHYHORSHG WR LPSURYH WKH SUHYLRXV JHQHUDWLRQ RI
JHQHUDWLRQ GUXJ ZzDV DGPLQLVWUDWHG DIWHU PLERGVLMGHALWIKH3RO\H
SURFHGXUH GHPDQGHG VWULFW WUDLQLQJ DQG ZDV YHU\ VHQVLWLYH V
LOQRGLIWDIJHQH ZLOO PDNH WKH DGPLQLVWUDWLRQ SGREKBVMOHYVWKRP £
DSSOLFDWLRQ HQWHUHG WKH QDWLRQDO SKDVH $SSURQDOURII WKRWXED
HIFOXVLYLW\ XQWLO

3XUVXDQW WR D OLFHQVH DJUHHPHQW ZLWK <LVVXP GHVGVUHERG BHOGIR:
GHYHORSPHQW XVH PDQXIDFWXUH DQG FRPPHUFLDOL]DWLRQ RI SURG>
DSSOLFDWLRQV ILOHG E\ <LVVXP LQ FRQQHFWLRQ ZLWK WKH + JHQH

OLFHQVHG WR XV IURP <LVVXP DQG DUH VXEMHFW WR WKH <LVVXP OLFF
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2XU SDWHQW SRUWIROLR LQFOXGHV D WRWDO RI  JUDQWHG SDWHQWV
FRQWLQXLQJ DSSOLFDWLRQ SDWHQWY DV ZHOO DV SHQGLQJ QDWLR:

BURGXFW XQGHU GHYHORSPHQW

L OQRGLIWDJHQH QHZ IRUPXODWLRQ FRPSOH[ x2x7KH SDWHQWYV FRYHU
H[SLUHG 3ULRU WR WKHLU H[SLUDWLRQ ZH ILOHG D SULRULW\ DSSO
LOQOWHUQDWLRQDO DSSOLFDWLRQ XQGHU WKH 3&7 GLVFORVLQJ D QHZ
FRPSOH[ ZDV GHYHORSHG WR LPSURYH WKH RULJLQDO IRUPXODWLRQ
PLI[LQJ LW ZLWK 3RO\HWK\OHQLPLQH 3(, DW WKH SIDR\QLHQKXWYV EHGVL
SURFHGXUH GHPDQGHG VWULFW SHUVRQQHO WUDLQLQJ 7KH QHZ IRL
VLPSOLILHV WKH DGPLQLVWUDWLRQ SURFHVY DQG LPSURYHV WKH VYV
WKH QDWLRQDO SKDVH ,W ZDV ILOHG LQ $XVWUDOLD %UD]LO &DQD
ODOD\VLD OH[LFR 1HZ =HDODQG 3KLOLSSLQHV 5XVVLWH&LQJDSRUH
9LHWQDP DQG WKH (XURSHDQ 3DWHQW 2IILFH RU (32 )ROORZLQJ (32
HDFK LQGLYLGXDO (8 PHPEHU VWDWH WR ZKLFK ZH ZRXOG DSSO\ ZKI

$GGLWLRQDO WHFKQRORJLHV
% & x2x&RPSRVLWLRQ RI PDWWHU DQG RU PHWKRG FODLPV SDWHQW

%HOJLXP &KLQD &\SUXV )UDQFH *HUPDQ\ *UHHFH ,QGLD ,UHODQC(
IXI[HPERXUJ ORQDFR 1HWKHUODQGV 5XVVLD 60ORYHQLD 6RXWK .RU

.LQJGRP DQG WKH 8QLWHG 6WDWHV DQG DUH SHQGLQJ LQ %UD]JLO D

&DQFHU 6SHFLILF 71) . DQG '7$ PXWXDO H[SUHVVLRQ YHFMPRUx2x&RP £
SDWHQWY ZHUH JUDQWHG LQ )UDQFH *HUPDQ\ ,VUDHGOGIV6ZLW]HUODQ

+ WDUJHWHG VL51% IRU FDQFHUxX2x&RPSRVLWLRQ Rl PDQUWHU DQG R
$XVWUDOLD &DQDGD &KLQD )UDQFH *HUPDQ\ ,QGLD ,UHODQG ,VL
.LQJGRP DQG WKH 8QLWHG 6WDWHYV

+ WDUJHWHG VL51% IRU UKHXPDWRLG DUWKULWLVx2x8VH SDWHQWYV
,UHODQG ,VUDHO 6ZLW]J]HUODQG 8QLWHG .LQJGRP DQG WKH 8QLWH

7KH H[SHFWHG H[SLUDWLRQ GDWHV IRU RXU YDULRXVY SDWHQWYV PD\ DO
DYDLODEOH XQGHU DSSOLFDEOH ODZ WKDW SURYLGH IRU ORQJHU SHUL

:KLOH RXU SROLF\ LV WR REWDLQ SDWHQWYV E\ DSSOMRAD QR QW B LVFHHNV W
RSHUDWH ZLWKRXW LQIULQJLQJ RQ WKH LQWHOOHFWXDO SURSHUW\ UL.
KDYH EHHQ UDSLGO\ GHYHORSLQJ LQ UHFHQW \HDUV $GGLWLRQDOO\ S
WKLUG SDUWLHYV PD\ QRW UHVXOW LQ WKH LVVXDQFH RI SDWHQWYV DQC
LQYDOLGDWHG RU FLUFXPYHQWHG 7KHUHIRUH ZH FDQQRW SUHGLFW W
DJDLQVW RXU SDWHQWY QRU EH FHUWDLQ RI WKH SULRULW\ RI LQYHQV
.| WKLUG SDUWLHYVY SUHSDUH DQG ILOH SDWHQW DSSOLFDWLRQV WKDW
ULJKWV ZH PD\ KDYH WR HQJDJH LQ SURFHHGLQJVY WR GHWHUPLQH SUL
FRVWY WR XV HYHQ LI WKH HYHQWXDO RXWFRPH LV IDYRUDEOH ORUHR
FOLQLFDO GHYHORSPHQW DQG UHJXODWRU\ UHYLHZ RI SURGXFWYV ZH PI
RQ ZKLFK ZH UHO\ WR SURWHFW VXFK SURGXFWV FRXOG H[SLUH RU EH I
FRPPHUFLDOL]DWLRQ WKHUHE\ UHGXFLQJ WKH YDOXH RI VXFK SDWHQW
ILQGLQJ RI XQHQIRUFHDELOLW\ RU OLPLWHG VFRSH RI FHUWDLQ RI RXU
HITHFW RQ XV 6HH 35LVN )DFWRUVx2x5LVNV 5HODWWGIJWW XY " QWHOOH

,Q DGGLWLRQ WR SDWHQWY ZH UHO\ RQ WUDGH VHFUHWYV DQG NQRZ KF
7UDGH VHFUHWV DQG NQRZ KRZ FDQ EH GLIILFXOW WR SURWHFW :H VHI
FRQILGHQWLDOLW\ DJUHHPHQWY DQG LQYHQWLRQ DVVNVFQPB@WIDBUHHF
DGYLVRUV FRQWUDFWRUV DQG FRPPHUFLDO SDUWQHUV 7KHVH DJUHHF
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SURWHFW RXU SURSULHWDU\ LQIRUPDWLRQ :H DOVR VHHN WR SUHVHUY
VHFUHWY DQG NQRZ KRZ E\ PDLQWDLQLQJ SK\VLFDO VHFXULW\ RI RXU S
RXU LQIRUPDWLRQ WHFKQRORJ\ VIVWHPVY :KLOH ZH KDYH FRQILGHQFH I
VXFK DJUHHPHQWYV RU VHFEXULW\ PHDVXUHYVY PD\ EH EUHDFKHG DQG ZH
,Q DGGLWLRQ RXU WUDGH VHFUHWY PD\ RWKHUZLVH EHFRPH NQRZQ RU
RWKHUYV

([FOXVLYH OLFHQVH DJUHHPHQW ZLWK <LVVXP

<LVVXP KDV JUDQWHG XV DQ H[FOXVLYH ZRUOGZLGH OLFHQVH IRU WKH
FRPPHUFLDOL]DWLRQ RI SURGXFWY DULVLQJ RXW RI SDWHQWYVY RZQHG E
FRQQHFWLRQ ZLWK WKH + DQG ,*) 3 JHQHV 2XU ODWHVW SDWHQW DE¢S
ZRXOG HQVXUH SURGXFW H[FOXVLYLW\ IRU DOO RXU SURJUDPV ZLOO UL

2Q 1RYHPEHU ZH HQWHUHG LQWR D OLFHQVH DJUHHPHQW ZLWK <
VHYHUDO WLPHV PRVW UHFHQWO\ LQ 1RYHPEHU <LW/ XRPUKWYKXHUDQW
GHYHORSPHQW XVH PDQXIDFWXUH DQG FRPPHUFLDOL]DWLRQ RI SURG)>
DSSOLFDWLRQV ILOHG E\ <LVVXP LQ FRQQHFWLRQ ZLWK WKH + DQG ,*
LOWHUHVW LQ WKH SURGXFWYV WHFKQRORJLHV RU RWKHU LQYHQWLRQV
SDWHQWY DQG SDWHQW DSSOLFDWLRQV H[FHSW IRU LQWHOOHFWXDO £
,QQRYDWLRQ $XWKRULW\ RU ,,$ ZKLFK ZLOO EH RZQHG E\ XV DQG WUD
XSRQ D GHFLVLRQ E\ WKH ,,$ WKDW LW QR ORQJHU UHTXLUHV XV WR RZ
IXQGLQJ :H KDYH WKH ULJKW WR JUDQW VXE OLFHQVHV WR WKLUG SDU
<LVVXP OLFHQVH DJUHHPHQW

‘H KDYH DJUHHG WR SD\ <LVVXP Rl DOO *QHW VDOHV" DV UR\DOWLHYV |
JUDQWLQJ VXE OLFHQVHVY WR WKLUG SDUWLHV :H ZLOO SD\ KDOI RI WKI
KDV EHHQ JUDQWHG DQG D WKLUG SDUW\ LV VHOOLQJ LGHQWLFDO SURC

‘H DUH UHTXLUHG WR LQGHPQLI\ <LVVXP WKH +HEUHZ 8QLYHUVLW\ RI -t
UHSUHVHQWDWLYHY DQG DQ\ RWKHU SHUVRQV DFWLQJ RQ WKHLU EHKD:"
ZLWKRXW OLPLWDWLRQ SURGXFW OLDELOLW\ GDPDHHV DOQRY OHW RID WS
HISHQVHV DULVLQJ RXW RI RXU DFWLRQV RU RPLVVLRQV LQ SHUIRUPLQ
GHYHORSPHQW DQG PDQXIDFWXULQJ RI SDWHQWYV DULVLQJ RXW RI LW LC
WKDW DQ\ VXFK ORVV ZDV QRW FDXVHG E\ WKH LQWHQWLRQDO PLVFRQC(C

‘H KDYH WKH ULJKW WR WHUPLQDWH WKH <LVVXP OLFHQVH XSRQ WKUHF
SDLG DOO DPRXQWYV RZLQJ WR <LVVXP XQGHU WKH QVHHIQY KV KH. HWHR WL
ZH EHFRPH EDQNUXSW OLTXLGDWHG RU LQVROYHQW RU LI RXU EXVLQ}
WUXVWHH ,Q DGGLWLRQ <LVVXP KDV WKH ULJKW WR WHUPLQDWH WKH
WKDW ZH IDLO WR UHPHG\ VXFK PDWHULDO EUHDFK ZLBUKIDFIQLQHW)\ GD'
SURYLGHG WKDW WKH PDWHULDO EUHDFK LV FXUDEOH ZLWKLQ  GD\V

UHPHGLHG ZLWKLQ QLQHW)\ GD\V <LVVXP PD\ QRW VPHUFLQ DVWDH WIKRIQOW I
FXUH VXFK EUHDFK DV SURPSWO\ DV SUDFWLFDEOHQ DKMH RVH B P DQDWQA RK;
JUDQWHG WKHUHXQGHU $Q\ WHUPLQDWLRQ Rl WKH OLFHQVH VKDOO QR
REOLJDWLRQ WR SD\ UR\DOWLHV WKDW PDWXUHG SULRU WR WKH HIIHFV

ODUNHWLQJ 6DOHV DQG 'LVWULEXWLRQ

*LYHQ RXU VWDJH RI GHYHORSPHQW ZH GR QRW KDYH DQ\ LQWHUQDO V
FDSDELOLWLHYV ,Q WKH HYHQW ZH UHFHLYH UHJXODWRU\ DSSURYDO IR
WR SXUVXH FRPPHUFLDOL]DWLRQ UHODWLRQVKLISWK LSKXPAMP®LFHIX WW DOV
FRPSDQLHY DQG RWKHU VWUDWHJILF SDUWQHUV ZKLFK DUH HTXLSSHG
WKURXJK WKHLU ZHOO GHYHORSHG VDOHV PDUNHWLQJ DQG GLVWULEX"
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RUGHU WR JDLQ DFFHVV WR JOREDO PDUNHWY ,Q DGGLWLRQ ZH PD\ R
WR PRUH WKDQ RQH SDUW\ WR DFKLHYH WKH IXOOHVW GHYHORSPHQW
GHYHORS 2YHU WKH ORQJHU WHUP ZH PD\ FRQVLGHU XOWLPDWHO\ EXIL
LQIUDVWUXFWXUH

&RPSHWLWLRQ

7KH SKDUPDFHXWLFDO LQGXVWU\ LV FKDUDFWHUL]JHG E\ UDSLGO\ HYRO"
ZH H[SHFW ZLOO FRQWLQXH ODQ\ FRPSDQLHVY DUH HQJDJHG LQ UHVHDU
WR RXUV ,Q WKH HYHQW WKDW RQH RU PRUH RI RXU FRPSHWLWRUTfV SL
GUXJ SURGXFWV FRXOG EH UHGXFHG RU HOLPLQDWHG $Q\ SURGXFW IR
FRPSHWH IRU PDUNHW DFFHSWDQFH DQG PDUNHW VKDUH

‘H DUH DZDUH Rl VHYHUDO SURGXFWV LQ WKH GHYHORSPHQW SLSHOLQF
WUHDWPHQW &RPSDQLHVY LQFOXGLQJ OHUFN 6KDUS 'RKPH &RUS 6HVF
%LRORJLFV ,QF 9LUDO\WLFV /LPLWHG $$'L //& B8UR*HQYWHKDOPLN /WG

3KDUPD ,QF &ROG *HQHV\V ,QF $OWRU %LR6FLHQFH &RUSRUDWLRQ |
6SHFWUXP 3KDUPDFHXWLFDOV ,QF 7DULV %LRPHGLFDO //& DQG +DQGF
FRQGXFWHG FOLQLFDO WULDOV IRU SURGXFWV IRU WKH WUHDWPHQW R
SKDUPDFHXWLFDO FRPSDQLHVY GHYHORSLQJ GUXJV IRU PXVFOH LQYDVL"
SRWHQWLDO FRPSHWLWRUYV DUH GHYHORSLQJ RU SODQ WR GHYHORS 'V

,Q DGGLWLRQ ZH IDFH FRPSHWLWLRQ IURP H[LVWLQJ VWDQGDUGV RI W
GHPRQVWUDWH WKDW RXU SURGXFWYV DUH DW OHDWN DAVDWODS$H DIQI @ VH.IRK
PD\ QRW DGRSW RXU SURGXFWV WR UHSODFH RU VXSSOHPHQW WKH HJ[L

7KH ELRSKDUPDFHXWLFDO LQGXVWU\ LV LOWHQVHOFKRORWIADIOYH DQC
FKDQJH 2XU SRWHQWLDO FRPSHWLWRUV LQFOXGH ODBPH DWIGWH[SHHULH
DGYDQWDJHV RYHU XV VXFK DV JUHDWHU ILQDQFLDO UHVHDUFK DQG C
UHVRXUFHV JUHDWHU EUDQG UHFRJQLWLRQ DQG PRUH H[SHULHQFH DC
WKH )'$ DQG IRUHLJQ UHIJXODWRU\ DXWKRULWLHY 7KHVH FRPSDQLHV P
ZH WDUJHW RU VHHN WR KDYH H[LVWLQJ GUXJV DSSURYHG IRU XVH IRU

7KHVH SRWHQWLDO FRPSHWLWRUVY PD\ WKHUHIRUH LQWURGXFH FRPSHW
ZLWKRXW RXU DELOLW\ WR WDNH SUHHPSWLYH PHDVXUMMRQ PRQWLFLSC
LQFUHDVH IXUWKHU DV D UHVXOW RI DGYDQFHV LQ WKH IPRIPIPHJELLDIOND !
FDSLWDO IRU LQYHVWPHQW LQ WKLV LQGXVWU\ 2XU FRPSHWLWRUV PD\
H[FOXVLYH EDVLVY SURGXFWV WKDW DUH PRUH HIIHFWLYH HDVLHU WR C

*RYHUQPHQW 5HIJXODWLRQ

$V D FOLQLFDO VWDJH FRPSDQ\ ZH DUH VXEMHFW WRWH[W HQXQ W RJU\I X!
DXWKRULWLHYV VXFK DV WKH )'$ +HDOWK &DQDGD DQG RWKHU QDWLRQ

86 )RRG DQG 'UXJ $G KLY WWUHDINWLRKQ GHYHORSPHQW DQG PDUNHWLQJ
SKDUPDFHXWLFDO SURGXFWV LQ WKH 8QLWHG 6WDWHWFW VRUX EMEFW WR
ZKLFK HPSRZHUV WKH )'$ WR UHTXLUH H[WHQVLYH QRIHEOAWALFRO DQG |
ELRORJLF LV GHHPHG VDIH DQG HIIHFWLYH DQG UHFHLYHV PDUNHWLQJ
SURGXFWV JHQH WKHUDS\ SURGXFWV DQG YDFFLQHV DUH JHQHUDOO\
6HUYLFH $FW RU 3+6$% 3ULRU WR FRPPHUFLDOL]DWLRQ WXEMURQ@R RI
VXEPLW D ELRORJLF OLFHQVH DSSOLFDWLRQ WR WKH )'$ IRU UHYLHZ DC
))'&$ SURYLVLRQV DSSOLFDEOH WR GUXJ SURGXFWV DOVR DSSO\ WR EL|
UHTXLUHPHQW WR VXEPLW D QHZ GUXJ DSSOLFDWLRQ RU 1'$ )ROORZL!
WKDW LQYHVWLIJDWLRQDO XVH LQ KXPDQV LV UHDVRQDEO\
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VDIH ELRORJLFDO SURGXFWV OLNH RWKHU GUXJV FDQ EH VWXGLHG L
ZLWK WKH UHJXODWLRQV DW &)5 ,] WKH GDWD JHQHUDWHG E\ WKH
HITHFWLYH IRU LWV LOWHQGHG XVH WKH GDWD DUH VXEPLWWHG DV SD

$V LQGLFDWHG DERYH WKH )'$ UHJXODWHYV JHQH WKHUDS\ SURGXFWV C
IRU VXFK SURGXFWV WR WKH &HQWHU IRU %LRORJLFV (YDOXDWLRQ DQC
WKHUDS\ SURGXFWY DV DOO SURGXFWV WKDW PHGLDWH WKHLU HIITHFW\
PDWHULDO RU E\ VSHFLILFDOO\ DOWHULQJ KRVW KXPDQ JHQHWLF VHT
SURGXFW FDQGLGDWH LQRGLIWDJHQH LV D JHQH WKHUDS\ SURGXFW D
WKH %/$ SURFHVV SULRU WR FRPPHUFLDOL]DWLRQ

,Q RUGHU WR VDWLVI\ )'$ GDWD UHTXLUHPHQWY DQ HW[WW®WLYBIEDWW®RIH
VXFK QHZ GUXJV DUH FRQGXFWHG IROORZHG E\ WZR RU WKUHH SKDVH\V
ZLGHVSUHDG KXPDQ XVH ‘H VHHN WR FRPSOHWH RXU SLYRWDO FOLQLF
SRVLWLRQ WR PDQXIDFWXUH DQG PDUNHW RXU SURVSHFWLYH SKDUPDF
SURGXFWYV ZRXOG EH FRQGLWLRQDO XSRQ REWDLQLQJ WKH DSSURYDO

ZRXOG EH PDUNHWHG LQFOXGLQJ EXW QRW OLPLWHG WR WKH )'$ DQG
UHJXODWLRQV JRYHUQ WKH IROORZLQJ DFWLYLWLHVY WKDW ZH PD\ SHUI
HQVXUH WKDW GUXJV WKDW ZH GHYHORS DUH VDIH DQG HIIHFWLYH IRU

$SUH FOLQLFDO DQLPDO WHVWLQJ LQFOXGLQJ WR[LFRORJ\ VWXGLHYV
$ VXEPLVVLRQ RI DQ ,1'

$ KXPDQ WHVWLQJ LQ FOLQLFDO WULDOV 3KDVHV DQG
$UHFRUGNHHSLQJ DQG UHWHQWLRQ

$SUH PDUNHWLQJ UHYLHZ WKURXJK VXEPLVVLRQ RI D %/$

$GUXJ PDQXIDFWXULQJ WHVWLQJ DQG ODEHOLQJ ZKLFK PXVW FRPSO
$GUXJ PDUNHWLQJ VDOHV DQG GLVWULEXWLRQ DQG

fSRVW PDUNHWLQJ VWXG\ FRPPLWPHQWY 3KDVH SRVWLRWUNHWLQJ
KDQGOLQJ UHSRUWLQJ RI GHDWKYV RU VHULRXV LQMXULHV SURGXFW
UHSRUWLQJ DQG UHSDLU RU UHFDOO RI GUXJV

J)DLOXUH WR FRPSO\ ZLWK DSSOLFDEOH UHJXODWRU\ UH$ XAKIIHKHQWYV FIL
PD\ LQFOXGH DQ\ RI WKH IROORZLQJ VDQFWLRQV

+fZzDUQLQJ OHWWHUV XQWLWOHG OHWWHUV ILQHV LQMXQFWLRQV FF
FGLVTXDOLILFDWLRQ RI FOLQLFDO LQYHVWLIJDWRU DQG RU VSRQVRU |
T FOLQLFDO KROG RQ FOLQLFDO WULDOYV

ftRSHUDWLQJ UHVWULFWLRQV SDUWLDO VXVSHQVLRQ RU WRWDO VKX\
T UHIXVDO WR DSSURYH D %/$

FSRVW PDUNHWLQJ ZLWKGUDZDO RI DSSURYDO DQG

FTFULPLQDO SURVHFXWLRQ

7KH )'$TV SUH FOLQLFDO DQTX HL I LUHIW MM S QWRVREWDLQLQJ )'$ DSSURY
GHYHORSPHQW SXULILFDWLRQ DQG SUH FOLQLFDO RWHVIMQLIPID RN D 2SKTHJ
DSSURSULDWH SUH FOLQLFDO GDWD KDV EHHQ JHQHUDWHG WR GHPRQV
LQ KXPDQV DQ ,1' FDQ EH SUHSDUHG DQG VXEPLWWHG WR WKH )'$ IRU |
SK\VLFLDQV DQG VFLHQWLVWY HYDOXDWH WKH SURSRVYHEBI FFRIW BBO W |
SKDUPDFRORJLF PHFKDQLVPV RI DFWLRQ RI WKH GUXJ DQG WR[LFRORJL
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GUXJ LQ DQL®YOWWRIGQ GD\V RI WKH ,1' VXEPLVVLRQ WKH GUXJ UHYL
FRQWDFW WKH ILOHU UHJDUGLQJ SRWHQWLDO FRQFHAHQW DLQG L \LV XQHH\F 1
UHVROYHG VDWLVIDFWRULO\ ,I WKH )'$ GRHV QRW WBNHDDY\ FOF WIKRQ V
GD\

&OLQLFDRONQILFEO® WULDOV UHSUHVHQW WKH SUH PDUNHW WHVWLQJ JU
VHYHUDO \HDUV WR FRPSOHWH %HIRUH WHVWLQJ FDQ EHJLQ DQ ,5% P
KXPDQ VXEMHFWY LQ WKH FOLQLFDO WULDO 'XULDQGPEQLY WAHDUCH @& WD @ X
DQG HYDOXDWHG IRU LWV VDIHW\ DQG HIIHFWLYHQHVV LQ WUHDWLQJ ¢
7KH FOLQLFDO WULDOV JHQHUDOO\ FRQVLVW RI 3KBAJH D O¥K DWKH )'B @G (
,5% FORVHO\ PRQLWRU WKH VWXGLHV DQG PD\ VXVSHQG RU WHUPLQDWI
ILQGLQJ WKDW SDWLHQWY DUH EHLQJ H[SRVHG WR DQVXIDWH FHISWDED &
IDEFWRUV LQ WKH DSSURYDO RU GLVDSSURYDO RI D QHZ GUXJ

6SHFLDO 3URWRFR® 638 BWRHFGWY LV GHVLIJQHG WR IDFLOLWDWH WKH
E\ DOORZLQJ WKH )'$ WR HYDOXDWH WKH SURSRVHG GWMQIBH B QGRVIIR H PF
WKH SULPDU\ EDVLV IRU GHWHUPLQLQJ D GUXJ SURGXFWYV HIILFDF\ 8S
)'$ ZLOO HYDOXDWH WKH SURWRFRO DQG UHVSRQG WR D VSRQVRUYV TX
HIILFDF\ HQGSRLQWY WULDO GHVLJQ DQG GDWD DQDO\VLV SODQV ZLW

7KH )'$ XOWLPDWHO\ DVVHVVHV ZKHWKHU WKH SURWRHFRG W B ¥ O HQWRQ G
VXSSRUW UHJXODWRU\ DSSURYDO RI WKH GUXJ ZLWK UHVSHFW WR HIIH
GLVDJUHHPHQWY EHWZHHQ WKH )'$ DQG WKH VSRQVRU UHJDUGLQJ DQ 6
RU WKH PLQXWHY RI D PHHWLQJ EHWZHHQ WKH VSRQVRU DQG WKH )'$ (
DQG DQDO\WHYVY SURSRVHG LQ SURWRFROV UHYLHZHG XQGHU WKH 63% Sl
XQGHU WKH IROORZLQJ FLUFXPVWDQFHV

+t SXEOLF KHDOWK FRQFHUQV HPHUJH WKDW ZHUH XQUHFRIQHFVGRDW W
RI WKH UHYLHZ GLYLVLRQ GHWHUPLQHV WKDWHD F/IXEMWDVDNHWO RE LH
KDV EHHQ LGHQWLILHG DIWHU WHVWLQJ KDV EHJXQ

tD VSRQVRU IDLOV WR IROORZ D SURWRFRO WKDW ZDV DJUHHG XSRQ

f WKH UHOHYDQW GDWD DVVXPSWLRQV RU LQIRUPDWLRQ SURYLGHG E
IRXQG WR EH IDOVH VWDWHPHQWY RU PLVVWDWHPHQWY RU DUH IRX

$ GRFXPHQWHG 63% PD\ EH PRGLILHG DQG VXFK PRGLILFDWLRQ ZLOO Et
HIFHSW XQGHU WKH FLUFXPVWDQFHY GHVFULEHG DERYH LI )'$ DQG WKI
DQG VXFK PRGLILFDWLRQ LV LQWHQGHG WR LPSURYH WKH VWXG\ :H KD
WULDO RI LQRGLIWDJHQH LQ SDWLHQWY ZKR IDLOHG %&* EXW DUH HOLJ
WR DQ 63% GRHV QRW JXDUDQWHH WKDW WKH UHVXOWY RI D VWXG\ FRQ
VXFFHVVIXO

%/$ UHYI$HB/$ UHTXHVWLQJ DSSURYDO WR PDUNHW WKH GUXJ IRU RQH
WKH )'$ RQFH VXIILFLHQW GDWD KDV EHHQ JDWKHUHGQWEXRKXIKDSOOH FO
DQLPDO DQG KXPDQ WHVWLQJ GDWD DQG DQDO\VHV RI WKH GDWD DV Z
KXPDQ ERG\ DQG KRZ LW LV PDQXIDFWXUHG 7KH %/$ LV UHYLHZHG E\ D
FKHPLVWV VWDWLVWLFLDQV PLFURELRORJLVWVZESKWHEPDFRRRMWWGELBI
VXEPLWWHG VKRZ WKDW WKH GUXJ LV VDIH DQG HIIHFWLYH IRU LWV SU|
LQIRUPDWLRQ FRQVXOW ZLWK RXWVLGH H[SHUWV RU GLVDJUHH ZLWK V
UHYLHZHU SUHSDUHV D ZULWWHQ HYDOXDWLRQ DQG SVKB\ UHYLHZLQJ W
DVVHPEOH DQ H[WHUQDO 2QFRORJ\ 'UXJ $GYLVRU\ &RPPLWWHH RU 2'$&
ZKHWKHU WKH SURGXFW XQGHU UHYLHZ KDV DQ DFFHSWDEOH VDIHW\ D
RQ WKH )'$ EXW RIWHQ KDYH VLJQLILFDQW LQIOXHQFH RQ WKH ILQDO )
WR VRPH QHZ GUXJV IRU VHULRXV DQG OLIH WKUH D$M Q\LIKQH 1 Q G GRH VLWHW
UHYLHZ WKH )'$ PD\ DSSURYH WKH QHZ GUXJ WR EH PDUNHWHG RU SUR
WKH ILOHU PD\ PHHW ZLWK )'$ RIILFLDOV WR GLVFXVV DQG FRUUHFW GF
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([SHGLWHG UHYLHZ :BQD PS8 SUMHRYHVWHG DQG UHFHLYHG )DVW 7UDFEN 'HV
LQRGLIWDJHQH WR WUHDW EODGGHU FDQFHU 1'$V DQG %/$V UHFHLYH F
UHSUHVHQWLQJ D VLIQLILFDQW LPSURYHPHQW LQ WKH WUHDWPHQW S
UHYLHZ 7KH )'$ KDV YDULRXV VSHFLILF SURJUDPV LQFOXGLQJ )DVW 7U
$SSURYDO DQG 3ULRULW\ 5HYLHZ HDFK RI ZKLFK LV LQWHQGHG WR H[S
FHUWDLQ FDVHV LQYROYLQJ $FFHOHUDWHG 5HYLHZ SHUPLW DSSURYDO
LI D GUXJ TXDOLILHV IRU RQH RU PRUH RI WKHVH SURJUDPV WKH )'$ PD
FRQGLWLRQV IRU TXDOLILFDWLRQ RU WKDW WKH WLPH SHULRG IRU )'$

)DVW 7UDFN GHVLIJQDWLRQ IDFLOLWDWHYV WKH GHYHORBRYQRW DQIGIH[SFH
WKUHDWHQLQJ GLVHDVHY RU FRQGLWLRQV DQG ILOO XQPHW PHGLFDO (C
VWDQGDUGY IRU DSSURYDO WKH )'$ ZLOO DWWHPSW®RWRRDFRIODL WDWW H
7TUDFN GHVLIJQDWHG GUXJ

,] D SURGXFW UHFHLYHVY UHJXODWRU\ DSSURYDO WKH DSSURYDO PD\ E
VXESRSXODWLRQV DQG GRVDJHV RU WKH LQGLFDWLRQV IRU XVH PD\ R\
FRPPHUFLDO YDOXH RI WKH SURGXFW ,Q DGGLWLRQ WKH )'$ PD\ UHTXL
FOLQLFDO WULDOV GHVLIJIQHG WR IXUWKHU DVVHVV O BQ& JMD\VDH H X\ UDHC
WHVWLQJ DQG VXUYHLOODQFH SURJUDPV WR PRQLWRU WKH VDIHW\ RI L

SBHUYDVLYH DQG FRQWLQXLQJ UHMMWBWLRGQG UXQIJWNKH SQUWRMIB G WRIMWRD/U N |
PDUNHWSODFH QXPHURXV UHJXODWRU\ UHTXLUHPHQWY FRQWLQXH WR

$7KH )'$TV F*03 UHJXODWLRQV UHTXLUH PDQXIDFWXUHUV LQFOXGLQJ
VWULQJHQW UHTXLUHPHQWYVY IRU WKH PHWKRGV IDFLOLWLHV DQG FR
SDFNLQJ RI D GUXJ SURGXFW

+/DEHOLQJ UHJXODWLRQVY DQG WKH )'$ SURKLELWLRQV DJDLQVW WKH
DV RIl ODEHO XVHVY DV ZHOO DV UHTXLUHPHQWYVY WR SURYLGH DGHT
SURPRWLRQ RI WKH GUXJ

$$SSURYDO RI SURGXFW PRGLILFDWLRQV RU XVH RI WKH GUXJ IRU DQ

Ff$GYHUVH GUXJ H[SHULHQFH UHJXODWLRQV ZKLFK UHTXLUH FRPSDQL
WHUP GUXJ HIITHFWV QRW LGHQWLILHG GXULQJ SUH PDUNHW WHVWLQ

$f3RVW PDUNHW WHVWLQJ DQG VXUYHLOODQFH UHTXRUSHWPRIVYMFEW IMOKFHD X
SXEOLF KHDOWK RU WR SURYLGH DGGLWLRQDO VDIHW\ DQG HIITHFWL\

F7KH )'$TV UHFDOO DXWKRULW\ ZKHUHE\ LW FDQ DVN RU XQGHU FHUYV
UHFDOO IURP WKH PDUNHW D SURGXFW WKDW LV LQ YLRODWLRQ RI J

$IWHU D GUXJ UHFHLYHV DSSURYDO DQ\ PRGLILFDWLRQ LQ FRQGLWLRQ
DGPLQLVWUDWLRQ GRVDJH IRUP VWUHQJWK RU ELRDYDLODELOLW\ ZL
PD\ EH SRVVLEOH WR VXEPLW D VXSSOHPHQWDO %/%GUHM 8UH¥ B QWRHSU|
WKH GUXJIV RULJLQDO %/$ DFFRPSDQLHG E\ DGGLWUR@YD®EOGLQLFDO G
HIITHFWLYHQHVV Rl WKH SURGXFW ZLWK WKH SURSRVHG FKDQJHV $GGL)
FKDQJHYV

JUDXG DQG DEXVH ODZV L® YODKHH BYLWHG 6 WIHWHWDO DQG VWDWH ODZV
DQG SURPRWLRQ RI GUXJVY WKDW DUH SDLG IRU GLUHFWO\ RU LQGLUHF
DV OHGLFDUH DQG OHGLFDLG 7KH UHVWULFWLRQV LPSRENMNGVEH WKEHVH C
WKH 8 6 )HGHUDO 7UDGH &RPPLVVLRQ DQG FRUUHVSRQW®IOQ JUWW YW HF V)
SURKLELW FHUWDLQ W\SHV RI VDOHVY PDUNHWLQJ DQG SURPRWLRQDO [
ODZzZV PD\ UHVXOW LQ VLJQLILFDQW FULPLQDO FLYLO DQG DGPLQLVWUD
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LOQFOXGLQJ LPSULVRQPHQW RI LQGLYLGXDOV ILQHVY DQG SHQDOWLHV D
DQG VWDWH KHDOWKFDUH DQG RWKHU SURJUDPV O0DQ\ SULYDWH KHDO\
HQWLWLHY WKDW KDYH EHHQ VDQFWLRQHG H[FOXGHG RU GHEDUUHG E)

$QWL NLFNEDFN VWDWXWRKH. @ 8VKHGQUWG ® GWDWHFNEDFN VWDWXWH ¢
SHUVRQV IURP NQRZLQJO\ DQG ZLOOIXOO\ VROLFLWLQJ RIIHULQJ UHFF
LQGLUHFWO\ LQ H[FKDQJH IRU RU WR LQGXFH HLWKHU WKH UHIHUUDO F
UHFRPPHQGLQJ RI D JRRG RU VHUYLFH IRU ZKLFK SD\PHQW PD\ EH PDG
IHGHUDO KHDOWKFDUH SURJUDP VXFK DV WKH OHGLFDUH DQG OHGLFDLC
EHHQ EURDGO\ LQWHUSUHWHG WR LQFOXGH DQ\WKLQJ RI YDOXH LQFOX
HTXLSPHQW SD\PHQWYV RI FDVK DQG ZDLYHUV RI SD\PHQWMNQ®WHYHUDO F
UHTXLUHPHQW WR PHDQ WKDW LI DQ\ RQH SXUSRVH RI DQ DUUDQJHPHC
RWKHUZLVH JHQHUDWH EXVLQHVV LQYROYLQJ JRRGV RU VHUYLFHV UHL
SURJUDPV WKH VWDWXWH KDV EHHQ YLRODWHG BBGDELW LB VW IRQF WILR®
VXFK DV ILQHV LPSULVRQPHQW DQG SRVVLEOH H[FOXVLRQ IURP OHGLFI
SURJUDPV ,Q DGGLWLRQ VRPH NLFNEDFN DOOHJDWLRQWAKDYBVEHHQ F(
GLVEXVVHG EHORZ

7KH IHGHUDO DQWL NLFNEDFN VWDWXWH LV EURDG DQBISORKLELWYV PD
EXVLQHVVHV RXWVLGH RI WKH KHDOWKFDUH LQGXVWUD OSHFRURK EQWW
PDQ\ LQQRFXRXV RU EHQHILFLDO DUUDQJHPHQWY WKH 2IILFH RI ,QVSH
+XPDQ 6HUYLFHV RU 2,* KDV LVVXHG D VHULHV RI UHJXODWLRQV NQR.:
SURYLVLRQV ZKLFK LI PHW LQ IRUP DQG VXEVWDQFH ZLOO DVVXUH KH
QRW EH SURVHFXWHG XQGHU WKH IHGHUDO DQWL NLFNEDFN VWDWXWH
SUHFLVHO\ ZLWKLQ RQH RU PRUH VDIH KDUERUV GRHV QRW QHFHVVDUL
SXUVXHG +RZHYHU FRQGXFW DQG EXVLQHVV DUUDQJHPHQWY WKDW GF
UHVXOW LQ LQFUHDVHG VFUXWLQ\ E\ JRYHUQPHQW HQIRUFHPHQW DXWK
'"HSDUWPHQW RI -XVWLFH

0bQ\ VWDWHY KDYH DGRSWHG ODZV VLPLODU WR WHHWBWIHGHRBRDED®V
DUH EURDGHU WKDQ WKH 8 6 IHGHUDO VWDWXWH DQG DSSO\ WR WKH
LWHPV RU VHUYLFHVY UHLPEXUVHG E\ DQ\ VRXUFH QRW RQO\ WKH OHGLF
KDYH IRFXVHG FHUWDLQ HQIRUFHPHQW HIIRUWY RQ PDUNHWLQJ RI KHD!
DQG KDYH EURXJKW FDVHV DJDLQVW LQGLYLGXDOV RU HQWLWLHV ZLWK
LOQGXFHPHQWY WR SRWHQWLDO RU H[LVWLQJ SK\VLFLDQ FXVWRPHUV LQ

8 6 )DOVH &ODKMV8$6EWDOVH &ODLPV $FW SURKLELWY DQ\ SHUVRQ IURP
WR EH SUHVHQWHG D IDOVH RU IUDXGXOHQW FODLP IRU SD\PHQW E\ D
FDXVLQJ WR EH PDGH D IDOVH VWDWHPHQW RU UHFRUG LQ RUGHU WR
FRQFHDOLQJ DQ REOLJDWLRQ WR SD\ PRQH\ WR WKH IHGHUDO JRYHUQP
VFRSH RI WKH ODZ KDV LQ UHFHQW \HDUV JURZQ LQFUHDVLQJO\ EURDG
VLPLODU WR WKH 8 6 )DOVH &ODLPV $FW ZKLFK DS$FOL®/RP QW RRWKEBEQG
VWDWH SURJUDPV RU LQ VHYHUDO VWDWHY DSSO\ UHJDUGOHVV RI WK
PD\ LQFOXGH FLYLO PRQHWDU\ SHQDOWLHY H[FOXVLRQ RI D PDQXIDFW.
JRYHUQPHQW SURJUDPV FULPLQDO ILQHV DQG LPSULVRQPHQW G6HYHUL
WKH IDOVH FODLPVY ODZV IRU DOOHJHGO\ SURYLGLQJRQHMKOEWXWKMW R Sk
SK\VLFLDQ FXVWRPHUV ZRXOG ELOO IHGHUDO SURJUDPV IRU WKH SURG
PDQXIDFWXUHUVY KDYH DOOHJHG WKDW WKH PDQXIDFWXUHUV LPSURSHU
RXWVLGH RI WKH VFRSH RI WKH )'$ DSSURYHG ODEHOLQJ

86 +HDOWK ,QVXUDQFH 3RUWDELOLW)\ DQ G+$FHRKXQMIDVEH G LDV Q BEW HRA H U
KHDOWKFDUH IUDXG VWDWXWH WKDW SURKLELWY NQRZLQJO\ DQG ZLOO
EHQHILW SURJUDP LQFOXGLQJ SULYDWH SD\RUV $ YLRODWLRQ RI WKL)
LPSULVRQPHQW RU H[FOXVLRQ IURP JRYHUQPHQW VSRQVRUHG SURJUDF
QHZ FULPLQDO SHQDOWLHV IRU NQRZLQJO\ DQG ZLOOIXOO\ IDOVLI\LQJ



>

K& KEd Ed”

IDFW RU PDNLQJ DQ\ PDWHULDOO\ IDOVH ILFWLWLRXY HU\A RIDXWGBGXOHQW
SD\PHQW IRU KHDOWKFDUH EHQHILWY LWHPV RU VHRWQLEHWKDIDRQJ ZLW
KHDOWKFDUH EHQHILWY SURJUDP DQG ZLOOIXO REVWUXFWLRQ RI D FUL
RITHQVH

8 6 $IIRUGDEOH &DUH $FW 6HFWLRQDFWHEBKH6 X Q \KQ®HUSWWH $IIRUGDE

3XEOLF /DZ 1R RU $&$% WKH 6XQVKLQH $FW LV D QDWLRQDO (
WUDQVSDUHQF\ E\ SXEOLVKLQJ GDWD RQ WKH ILQDQFLDO UHODWLRQVK
PDQXIDFWXUHUV DQG KHDOWKFDUH SURYLGHUV SK\VLFLDQV DQG WHD
6XQVKLQH $FW UHTXLUHV WKDW FHUWDLQ PDQXIDFWXUHUV RI GUXJV G
SD\PHQWV RU RWKHU WUDQVIHUV RI YDOXH PDGH WR S&HMLFKDDRWQG \
LQYHVWPHQW LQWHUHVWY KHOG E\ SK\VLFLDQV RU WEHREDUHPPHGLDWH
OHGLFDLG 6HUYLFHV &06 $ YLRODWLRQ RI WKLW DFQA BD\RHQYW RW LQ |
WUDQVIHU RI YDOXH WKDW LV FXUUHQWO\ SURKLELWHG XQGHU WKH DQ
KHDOWK FDUH IUDXG DQG DEXVH ODZV PD\ VWLOO EH VXEMHFW WR ILQF

1RQ 8 6 UHJIJXODWNHRWLQJIJ DXWKRUL]JDWLRQ UHTXHVWY RXWVLGH RI WKH
DSSURYDO RI WKH UHVSHFWLYH DXWKRULWLHYV LQ WKH FRXQWU\ LQ ZKL
JRYHUQLQJ WKH FRQGXFW RI FOLQLFDO WULDOV SURGXFW OLFHQVLQJ
WR FRXQWU\ 1R DFWLRQ FDQ EH WDNHQ WR PDUNHW DQ\ SURGXFW LQ L
DSSURYHG E\ WKH UHJXODWRU\ DXWKRULWLHY LQ WKDW FRXQWU\ 7KH
FRXQWU\ DQG WKH WLPH VSHQW LQ JDLQLQJ DSSURYDO YDULHV IURP W
WKH VDOHV SULFH RI D SURGXFW PXVW DOVR EH DSSURYHG SULRU WR L
SHULRG RIWHQ EHJLQV DIWHU PDUNHW DSSURYDO LV JUDQWHG (YHQ LI
VDWLVIDFWRU\ SULFHV PLIKW QRW EH DSSURYHG IRU VXFK SURGXFW ,(
RI WKH IROORZLQJ SDWKzD\V L WKH 3SFHQWUDOL]J]HG® SURFHGXUH GHV
PDGH GLUHFWO\ WR WKH (0$ OHDGLQJ WR WKH JUDQW RI D (XURSHDQ P
&RPPLVVLRQ LL WKH 3GHFHQWUDOL]J]HG SURFHGXUH ~ ZKHUHE\ FRPSDC(C
PRUH WKDQ RQH (8 FRXQWU\ RI PHGLFLQDO SURGXFWY WKDW KDYH QRW
IDOO ZLWKLQ WKH PDQGDWRU\ VFRSH RI WKH FHQWUDOL]HG SURFHGXUt
DSSOLFDWLRQV DUH PDGH WR RQH RU PRUH PHPEHU VIWR/XB®OOHDGLQJ
UHFRJQL]HG E\ RWKHU PHPEHU VWDWHY RU LY D QDWLRQDO DXWKRU
VWDWH %DVHG RQ WKH QDWXUH RI RXU SURGXFWV WKH PDUNHWLQJ D:

7KH (0$ LV UHVSRQVLEOH IRU WKH FHQWUDOL]HG SURFHBQ@UMWKZWLIFK UF
YDOLG DFURVV WKH (XURSHDQ 8QLRQ $SSOLFDWLRQV WKURXJK WKH FH
(0$ 7KH SURFHGXUH FRQVLVWV RI WKUHH PLOHVWRQHYV

L (YDOXDWLRQ E\ D VFLHQWLILF FRPPLWWHH IRU XS WR VHYHQ PRQW
RSLOQLRQ RQ ZKHWKHU WKH GUXJ VKRXOG EH DSSURYHG IRU PDUNH'
TXHVWLRQV WR WKH FRPSDQ\ DW ZKLFK WLPH WKH DIRUHPHQWLRQ
SURYLGHG

LL)RUPDO GHFLVLRQ E\ WKH (0%T1V &RPPLWWHH IRU OHGLFWRDBOWRJRGX
WKH (XURSHDQ &RPPLVVLRQ ZKLFK LVVXHV D IRUPDO GHFLVLRQ RQ

LLODUNHWLQJ DXWKRUL]DWLRQ 2QFH D (XURSHDQ &RPPXQLW\ PDUNH'
PDUNHWLQJ DXWKRUL]DWLRQ KROGHU FDQ EHJLQ WR PENH WKH PH(
SURIHVVLRQDOV LQ DOO (8 FRXQWULHYV

(YHQ DIWHU D FRPSDQ\ UHFHLYHVY PDUNHWLQJ DXWKRILFDWLAR®@ IR&® ODZ
VXSSO\ ODEHOLQJ DQG SDFNDJLQJ DQG DGYHUWLVLQJ RI PHGLFLQDO ¢
UHJXODWHV WKH PDQXIDFWXUH RI PHGLFLQDO SURGXFWY UHTXLULQJ F
ODQXIDFWXULQJ BSUDFWLFHx2x0HGLFLQDO 3URGXFWYV IRU +XPDQ DQG 9H’
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(8 SKDUPDFRYLJLODQFH GLUHFWLYHYVY DQG UHJXODWLRQY QHT XLUH D FF
VI\VWHPV WKDW LQFOXGH LQGLYLGXDO DGYHUVH UHDFWLRQ FDVH UHSRI
VSRQVRUHG SRVW DXWKRUL]DWLRQ VDIHW\ VWXGLHV ,1 D PHGLFLQDO S
KDYH FKDQJHG VLJQLILFDQWO\ IRU DQ\ UHDVRQ LW PD\ EH UHTXLUHG W

5HIXODWLRQV2KQ@ AQIDHTEDO RSHUDWLRQV LQ ,VUDHO DOVR DUH VXEMH
DV ZHOO DV WKH +HOVLQNL &RPPLWWHH RI HDWKX GHIOL F R Q G XQRMWH GV X$DLA
RI FOLQLFDO VWXGLHV FRQGXFWHG LQ ,VUDHO PXVW BEHOPRQGQF HG LG
OHGLFDO 6WXGLHV ,QYROYLQJ +XPDQ 6XEMHFWV LQFOXGLQJ DPH(
IRU &OLQLFDO 7ULDOV LQ +XPDQ 6XEMHFWV LVVXHG EQGNWKHVUDHO 0LQ
,QWHUQDWLRQDO &RQIHUHQFH IRU +DUPRQL]JHG 7ULSDUWLWH *XLGHOLC
*XLGHOLQHV VWLSXODWH WKDW D PHGLFDO VWXG\ RQ KXWHBBV,B%0 ®\RQ
WKH KRVSLWDO LQWHQGLQJ WR SHUIRUP WKH VWXG\ KDV DSSURYHG WK
GLUHFWRU LQ ZULWLQJ ,Q DGGLWLRQ FHUWDLQ FOLQLFDO VWXGLHV U
+HOVLQNL &RPPLWWHH ZLOO QRW DSSURYH WKH SHG RUKDW LN RIDVKH F
DGYDQWDJHV WR WKH VWXG\ SDUWLFLSDQWY DQG VRFLHW\ DW ODUJH V
DQG WKDW WKH PHGLFDO DQG VFLHQWLILF LQIRUPD\UDROWMGY WAKHHV W
UHOHYDQW KRVSLWDO GLUHFWRU DQG WKH 0LQLYWNW\VRK H WDNOMEK LV @F
FRQWUDU\ WR WKH +HOVLQNL 'HFODUDWLRQ RU WR RW®B W H B¥ X0 B\M VR
PDUNHWLQJ Rl SKDUPDFHXWLFDOV LQ ,VUDHO UHTXRQID®OWKHFRRIQH YHX
F*03 VWDQGDUGY $ PXWXDO UHFRJQLWLRQ DJUHHPHQW NRRZQ DV WKF
,QGXVWULDO 3URGXFWYV $JUHQRMHIBHDEUINSEDB® FRRGXEWY IRU KXPDQ XV
DQG EHFDPH HIIHFWLYH LQ EHWZHHQ ,VUDHO DQG WKH (XURSHDQ &F

8QGHU WKH ,VUDHOL /DZ IRU WKH (QFRXUDJHPHQW RI ,QGXVWULDO 5HV
UHJXODWLRQV RU WKH 5HVHDUFK /DZ UHFLSLHQWYV RI JUDQWV IURP Wi
REOLJDWLRQV XQGHU WKH 5HVHDUFK /DZ 7KH SHUWLQHQW REOLJDWLR
&RPSDQ\ LV REOLJDWHG WR SD\ WKH ,,$ UR\DOWLHV IURP WKH UHYHQXI|
VHUYLFHV RU VHUYLFHV GHYHORSHG LQ DOO RU LQ SDUW DFFRUGLQJ
SURJUDP IXQGHG E\ WKH ,,$ DW UDWHV ZKLFK DUH GHWHUPLQHG XQGH!
WKH WRWDO JUDQWY UHFHLYHG E\ WKH ,,$ SOXV DQQXDO LQWHUHVW I
GHYHORSHG DV D UHVXOW RI ,,$ IXQGHG UHVHDUFK DQG GHYHORSPHQW
,VUDHO 7KH 5HFLSLHQW &RPSDQ\ LV SURKLELWHG IURP PDQXIDFWXULQ
RXWVLGH RI ,VUDHO ZLWKRXW UHFHLYLQJ WKH SULRU DSSURYDO RI WKI
PDQXIDFWXULQJ FDSDFLW\ LQ WKH DJJUHJDWH ,I WKH 5HFLSLHQW &RP
SURGXFWV GHYHORSHG ZLWK JRYHUQPHQW JUDQWY RXWVLGH RI ,VUDH(
RI UR\DOWLHV WR WKH ,,$ XS WR RI WKH JUDQW DPRXQWYV SOXV LQ\
WKDW LV SHUIRUPHG RXWVLGH RI ,VUDHO DV ZHOO DV DW D SRVVLEO\
WKH RSWLRQ RI GHFODULQJ LQ LWV ,,$ JUDQW DSSOLFDWLRQ LWV LQWF
DEURDG WKXV DYRLGLQJ WKH QHHG WR REWDLQ DGGLWLRQDO DSSURY|
DPRXQWVY (YHQ ZKHUH DSSURYDO KDV EHHQ JUDQWHG WR PDQXIDFWXU
RI D UHVHDUFK DQG GHYHORSPHQW SODQ DQG LQ WKH FDVH RI WKH WU
WKH DSSURYDO Rl WKH UHVHDUFK FRPPLWWHH L H DW D UDWH RI XS \
UR\DOWLHV WR WKH 6WDWH RI ,VUDHO DW WKH UD@WMVHW IRUWK LQ V
PDQXIDFWXULQJ RXWVLGH RI ,VUDHO LLL XQGHU WKH 5HVHDUFK /DZ
WUDQVIHUULQJ ,,$ ILQDQFHG WHFKQRORJLHY DQG UHODWHG LQWHOOHF
OLPLWHG FLUFXPVWDQFHV DQG RQO\ ZLWK WKH DSSURYDO RI WKH 5HV
SD\PHQW WR WKH ,,$ FDOFXODWHG DFFRUGLQJ WR IRUPXODH SURYLGHGC
EHORZ DQG LY DQ\ FKDQJH RI FRQWURO LQ WKH 5HFLSLHQW &RPSDQ\
&RPSDQ\TV RUGLQDU\ VKDUHV WKDW ZRXOG PDNH D QRQ ,VUDHOL FLWL]
WKH 5HVHDUFK /DZ UHTXLUHV D SULRU ZULWWHQ QRWLFH WR WKH ,,$
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7KH UHVWULFWLRQV XQGHU WKH 5HVHDUFK /DZ ZLOO FRQWLQXH WR DS
SD\DEOH SXUVXDQW WR WKH JUDQWYV

‘H PD\ QRW UHFHLYH WKH UHTXLUHG DSSURYDOV IRU DQ\ SURSRVHG WU
UHTXLUHG WR SD\ WKH ,,$ D SRUWLRQ RI WKH FRQVLGHUDWLRQ WKDW Z
, VUDHOL HQWLW\ 7KH VFRSH RI WKH VXSSRUW UHFHLYHG WKH UR\DOW
WLPH WKDW KDV HODSVHG EHWZHHQ WKH GDWH RQ ZKLFK WKH NQRZ KR
JubQwyvy ZHUH UHFHLYHG DQG WKH VDOH SULFH DQG WKH IRUP RI WUDQ
WKH DPRXQW RI WKH SD\PHQW WR WKH ,,$ DV IXUWKHU GHWDLOHG EHO
VXFK WUDQVIHU LI UHTXHVWHG ZLOO EH JUDQWHG

,Q JHQHUDO WKH 5HVHDUFK &RPPLWWHH PD\ DSSURYH WUDQVIHU RI NQ
ZLWK ,,$ IXQGHG SURMHFWYVY WR WKLUG SDUWLHV RXWVLGH RI ,VUDHO 1

t7KH ,,$ DSSURYDO WR WUDQVIHU NQRZ KRZ FUHDWHG LQ ZKROH RU |
SURMHFW WR D WKLUG SDUW\ RXWVLGH ,VUDHO ZKHUH WKH WUDQVIH
VXEMHFW WR SD\PHQW RI D UHGHPSWLRQ IHH WR WKH ,,$ FDOFXODW
5HVHDUFK /DZ WKDW LV EDVHG LQ JHQHUDO RQ WKH UDWLR EHWZH!}
DJJUHIJDWH LQYHVWPHQWY LQ WKH SURMHFW WKDW ZDV IXQGHG E\ W
FRQVLGHUDWLRQ ,Q DGGLWLRQ LI WKH SXUFKDVHU RI WKH NQRZ KR
H[SORLW WKH NQRZ KRZ E\ ZzD\ Rl DQ H[FOXVLYH LUUHYRFDEOH DQG
PD\ DSSURYH VXFK WUDQVIHU LQ VSHFLDO FDVHV ZLWKRXW UHTXLUL

Ff7KH WUDQVIHU RI VXFK NQRZ KRZ WR D SDUW\ RXWVLGH ,VUDHO ZKH
DQ ,VUDHOL HQWLW\ LV VXEMHFW WR D UHGHPSWLRQ IHH IRUPXOD W
DJJUHJDWH ,,$ JUDQWYV UHFHLYHG E\ WKH FRPSDQ\ DQG WKH FRPSDQ
H[SHQVHV PXOWLSOLHG E\ WKH WUDQVDFWLRQ FRQVLGHUDWLRQ

+f7KH UHGHPSWLRQ IHH SDLG WR WKH ,,$ XQGHU WKH DIRUHPHQWLRQH
WZR VFHQDULRVY L LQ WKH HYHQW WKDW WKH FRPSDQ\ VHOOV LWV
DV SDUw RI D PHUJHU DQG DFTXLVLWLRQ WUDQVDFWLRQ DQG VXEVH
PD[LPXP UHGHPSWLRQ IHH XQGHU WKH DIRUHPHQWLRQHG IRUPXODH
UHFHLYHG SOXV DQQXDO LQWHUHVW IRU WKH DSSOLFDEOH NQRZ KF¥F
DV DSSOLFDEOH DQG LL LQ WKH HYHQW WKDW IROORZLQJ WKH DVV
DFTXLVLWLRQ WUDQVIHU WUDQVDFWLRQ WKH FRPSDQ\ FRQWLQXHV
WKUHH \HDUV IROORZLQJ VXFK WUDQVIHU ZLWK DW OHDVW R1I WKH
VL[ PRQWKY SULRU WR WKH NQRZ KRZ WUDQVIHU WKHQ WKH FRPSD(
IHH Rl QR PRUH WKDQ WKUHH WLPHVY WKH DPRXQWY UHFHLYHG SOXV
WUDQVIHUUHG RU WKH HQWLUH DPRXQW UHFHLYHG DV DSSOLFDEOF

$,Q0 WKH HYHQW RI DQ H[FKDQJH RI NQRZ KRZ VXFK WKDW NQRZ KRZ L
FRQVLGHUDWLRQ IRU RWKHU NQRZ KRZ WUDQVIHUUHG WR WKH FRPSI
FRQYLQFHG WKDW WKH ,VUDHOL HFRQRP\ UHDOL]HV D JUHDWHU RYH

7KH 6WDWH RI ,VUDHO GRHV QRW RZQ LOQWHOOHFWXDO SURSHUW\ ULJK\
LV QR UHVWULFWLRQ RQ WKH H[SRUW RI SURGXFWVY PDQXIDFWXUHG XVL
WHFKQRORJ\ LV KRZHYHU VXEMHFW WR WUDQVIHU RI WHFKQRORJ\ DQC
DERYH ,,$ DSSURYDO LV QRW UHTXLUHG IRU WKH H[SRUW RI DQ\ SURGX
DGGLWLRQ WKH ,,$ LV LQ WKH SURFHVV RI H[SORULQJ WKH SRVVLELOL)
FRQVLGHUDWLRQ GXH WR WKH 6WDWH RI ,VUDHO IRU WKH JUDQWLQJ RI
UHVHDUFK ILQDQFHG E\ WKH ,,$ 6XFK UHJXODWLRQV PD\ KDYH DQ HIIHF
WR WKH ,,$ IRU WKH JUDQW RI VXE OLFHQVHV WR WKLUG SDUWLHV :H D
SURPXOJDWLRQ RI VXFK UHIJXODWLRQV RQ XV

$ UHFHQW DPHQGPHQW WR WKH 5HVHDUFK /DZ PDGH LQ $XJXVW RU
ZKHWKHU WKH WUDQVIHU RI PDQXIDFWXULQJ ULJKWV DQG WUDQVIHU RI
OLPLWDWLRQV DQG REOLJDWLRQV DV GHVFULEHG DERYH DIWHU $Pt
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-DQXDU\ 7KHUH DUH FHUWDLQ VDYLQJY SURYLVLRQV XQGHU $PHQ
DIWHU WKH PHPEHUV RI WKH QHZ FRXQFLO DUH DSSRLQWHG ZKLFK LV F
5HVHDUFK /DZ DV LW ZDV LQ HIIHFW EHIRUH WKH HIJNBDWWYLR @G\D WH) RO $E
LOQWHU DOLD WKH UHJXODWLRQV UHODWLQJ WR UR\DOW\ UDWHV DQG W
QRW SRVVLEOH WR DVVHVV DW WKLV WLPH WKH HDWEWRWQR/M ZPBGIQ EMHQW
SURPXOJDWHG

3DWHQW WHUP UHVWRUDYDWE @O G HIWHAMILR@HZ GUXJ SURGXFW PD\ E
WHUP H[WHQVLRQ XQGHU WKH 'UXJ 3ULFH &RPSHWLWLRQ DQG 3DWHQW
‘D[PDQ $FW ZKLFK SHUPLWV D SDWHQW UHVWRUDWLRQ RI XS WR ILYH \
GHYHORSPHQW DQG )'$ UHJXODWRU\ UHYLHZ 7KH UHVWRUDWLRQ SHULF
WKH HIIHFWLYH GDWH RI DQ ,1' DQG WKH VXEPLVVLRQRIDWBWH RIW$ S
%/$ DQG WKH XOWLPDWH DSSURYDO GDWH 3DWHQW WHUP UHVWRUDWLI
SDWHQW SDVW D WRWDO RI \HDUV IURP WKH SURGXFW{V DSSURYDO G
SURGXFW LV HOLJLEOH IRU WKH H[WHQVLRQ DQG WKH DSSOLFDWLRQ IF
H[SLUDWLRQ Rl WKH SDWHQW LQ TXHVWLRQ $ SDWHQW WKDW FRYHUV F
H[WHQGHG LQ FRQQHFWLRQ ZLWK RQH RI WKH DSSURYDOV 7KH 372 UHY
WHUP H[WHQVLRQ RU UHVWRUDWLRQ LQ FRQVXOWDWLRQ ZLWK WKH )'$

%LRVLPLODU SWRBGKNRWRI WKH $&$ XQGHU WKH VXEWLWOH RI %LRORJLF
RI RU %3&, D VWDWXWRU\ SDWKZD\ KDV EHHQ FUHDWHG IRU OLFHQ
ELRVLPLODU WR DQG SRVVLEO\ LQWHUFKDQJHDEOH ZLWK HDUOLHU EL
BHUYLFH $FW $OVR XQGHU WKH %3&, LQQRYDWRU PDQXIDFWXUHUV RI

\HDUV Rl H[FOXVLYH XVH EHIRUH ELRVLPLODUV FDQ EH DSSURYHG IRL
RI WKH %3&, DUH FRQFHSWXDOO\ VLPLODU WR WKRVH RHGVEEBWIOXDRK :D|
IRU WKH DSSURYDO RI GUXJ SURGXFWYV 7KH LPSOHPHQWDWLRQ RI DQ D
SURGXFWV LV XQGHU WKH GLUHFWLRQ Rl WKH )'$ DQG LV FXUUHQWO\ V.
SXEOLVKHG GUDIW DQG ILQDO JXLGDQFH GRFXPHQWYV RQ ELRVLPLODU S
%3&,$ DQG WKHVH GRFXPHQWY DV D ELRORJLFDO SURGXFW WKDW LV KL
SURGXFW QRWZLWKVWDQGLQJ PLQRU GLIIHUHQFHV LQ FOLQLFDOO\ LQTL
FOLQLFDOO\ PHDQLQJIXO GLIIHUHQFHV EHWZHHQ WKH BARVIVDUEW DQG
SXULW\ DQG SRWHQF\ 8QGHU WKLV SURSRVHG DSSURYDO SDWKZzZD\ ELFR
GHPRQVWUDWLQJ WKH\ DUH ELRVLPLODU WR DQG LQ DGGLWLRQ SRVVL
DOUHDG\ DSSURYHG E\ WKH )'$ ZKLFK LV FDOOHG D UHIHUHQFH SURGXF
WR RXU SURVSHFWLYH SURGXFWV FRXOG KDYH D PDWHULDOO\ DGYHUV}
FRVWO\ WR EULQJ WR WKH PDUNHW DQG PD\ EH SULFHG VLJQLILFDQWO\
RFFXU DIWHU RXU WZHOYH \HDU H[FOXVLYLW\ SHULRG

3KDUPDFHXWLFDO FRYHUDJH SWILEIQQJILEQ G W KIGPAEHXUWW BIPGI\YWH [LVWV DV
UHLPEXUVHPHQW VWDWXV RI DQ\ SURGXFWV IRU ZKLFK ZH PD\ REWDLQ
RWKHU PDUNHWYV VDOHV RI DQ\ SURGXFWV IRU ZKLFK ZH UHFHLYH UHJ>
SDUW RQ WKH DYDLODELOLW\ RI UHLPEXUVHPHQW IURP WKLUG SDUW\ S
DGPLQLVWUDWLYH DXWKRULWLHV PDQDJHG FDUH SURYLGHUV SULYDW
IRU GHWHUPLQLQJ ZKHWKHU D SD\RU ZLOO SURYLGH FRYHUDJH IRU D G
VHWWLQJ WKH SULFH RU UHLPEXUVHPHQW UDWH WKDW WKH SD\RU ZLOC
FRYHUDJH WR VSHFLILF GUXJ SURGXFWV RQ DQ DSSURYHG OLVW RU IR
DSSURYHG GUXJ SURGXFWV IRU D SDUWLFXODU LQGLFDWLRQ 7KLUG SD
H[DPLQLQJ WKH PHGLFDO QHFHVVLW\ DQG FRVW HQIBB\ELWHLRQVW RR WKHHG
VDIHW\ DQG HIILFDF\ :H PD\ QHHG WR FRQGXFW H[SHQVLYH SKDUPDFRH
PHGLFDO QHFHVVLW\ DQG FRVW HIIHFWLYHQHVV RI RXU SURVSHFWLYH ¢
WKH )'$ DSSURYDOV $GGLWLRQDOO\ RXU SURGXFWV PD\ QRW EH FRQVI
SD\RUYV GHFLVLRQ WR SURYLGH FRYHUDJH IRU D GUXJ SURGXFW GRHV
EH DSSURYHG $GHTXDWH WKLUG SDUW\ UHLPEXUVHPHQW PD\ QRW EH C
VXIILFLHQW WR UHDOL]H DQ DSSURSULDWH UHWXUQ RQ RXU LQYHVWPH:!
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,Q ODUFK D VLIJQLILFDQW KHDOWKFDUH UHIRUP ZDWVHIQHIRUBWR O
ODZ VXEVWDQWLDOO\ FKDQJHV WKH ZD\ KHDOWKFDUH ZLOO EH ILQDQFF
VLIJQLILFDQWO\ LPSDFWV WKH SKDUPDFHXWLFDO LQGXVW[$\HFWH G RFS U
H[WHQG FRYHUDJH WR DSSUR[LPDWHO\ PLOOLRQ SUHYLRXVO\ XQLQVX
FRQWDLQV D QXPEHU RI SURYLVLRQV LQFOXGLQJ WKRVH JRYHUQLQJ H¢
UHLPEXUVHPHQW FKDQJHV DQG IUDXG DQG DEXVH ZKLFK ZLOO LPSDFW
ZLOO UHVXOW LQ WKH GHYHORSPHQW RI QHZ SURJUDPV LQFOXGLQJ OH
LPSURYHPHQWY WR WKH SK\VLFLDQ TXDOLW\ UHSRUWLQJ V\VWHP DQG |

$GGLWLRQDOO\ WKH KHDOWKFDUH UHIRUP ODZ D\ VILRPQWKBGEQHMKH 8Q

f QFUHDVHV WKH PLQLPXP OHYHO RI OHGLFDLG UHEDWHY SD\DEOH E\
WR

f5HTXLUHY FROOHFWLRQ RI UHEDWHYV IRU GUXJV SDLG E\ OHGLFDLG P

¥t PSRVHV D QRQ GHGXFWLEOH DQQXDO IHH RQ SKDUPDFHXWLFDO PDQ
SUHVFULSWLRQ GUXJV" WR VSHFLILHG IHGHUDO JRYHUQPHQW SURJU

7TKHUH KDYH EHHQ SURSRVHG LQ &RQJUHVV D QXPEHU RI OHJLVODWLYH
UHSHDO RI WKH KHDOWKFDUH UHIRUP ODZ $W WKQV AKIDRH HMWP D BPRIDW® V
WKH KHDOWKFDUH UHIRUP ODZ ZKHWKHU WR FHUWDLQ SURYLVLRQV RU

,Q WKH (XURSHDQ 8QLRQ SULFLQJ DQG UHLPEXUVHPHQW VFKHPHV YDU\
SURYLGH WKDW GUXJ SURGXFWYV PD\ EH PDUNHWHG RQO\ DIWHU DJUHHL
UHTXLUH WKH FRPSOHWLRQ RI DGGLWLRQDO VW XG UHE WXK DMR FRRAPUSDHIHW
DYDLODEOH WKHUDSLHV )RU H[DPSOH WKH (XURSHDQ 8QLRQ SURYLGH:
RI GUXJ SURGXFWV IRU ZKLFK WKHLU QDWLRQDO KHDOWK LQVXUDQFH V
SULFHV RI PHGLFLQDO SURGXFWV IRU KXPDQ XVH (XURSHDQ 8QLRQ PHF
GUXJ SURGXFW RU LW PD\ LQVWHDG DGRSW D VI\VWHP RI GLUHFW RU LQ
SODFLQJ WKH GUXJ SURGXFW RQ WKH PDUNHW 2WKHU PHPEHU VWDWHV
SURGXFWV EXW PRQLWRU DQG FRQWURO FRPSDQ\ SURILWV 7KH GRZQz
SDUWLFXODUO\ SUHVFULSWLRQ GUXJV KDV EHFRPH LQWHQVH $V D UH\
HQWU\ Rl QHZ SURGXFWV ,Q DGGLWLRQ LQ VRPH FRXQWULHV FURVV E
FRPSHWLWLYH SUHVVXUH WKDW PD\ UHGXFH SULFLQJ ZLWKLQ D FRXQW!
UHLPEXUVHPHQW OLPLWDWLRQV IRU GUXJ SURGXFWV PD\ QRW DOORZ II

(QYLURQPHQWDO +HDOWK DQG 6DIHW\ ODWWHUV

‘H RXU DIJHQWY DQG RXU VHUYLFH SURYLGHUV LQFOXGLQJ RXU PDQXIL
KHDOWK DQG VDIHW\ ODZV DQG UHJXODWLRQV LQFOXGLW & MVKERKDH JHRY
QRLVH HPLVVLRQV WKH XVH PDQDJHPHQW DQG GLVSROV® ®REG KDNDWIBWR >
DQG WKH FOHDQXS RI FRQWDPLQDWHG VLWHV :H EHGOIOXGL QK DIMR RO E
NQRZOHGJH WKRVH RI RXU DJHQWV DQG VHUYLFH SURYLGHUV DUH EHL
ZLWK DSSOLFDEOH HQYLURQPHQWDO DQG KHDOWK DQSHFDNHMR DQYV DC
FKHPLFDO VXEVWDQFH LV ILOHG DQG VWRUHG DV LF DDBWH HIQD/Q LERMOHPW Q V
UHIJXODWLRQV %DVHG RQ LQIRUPDWLRQ FXUUHQWO\ DYDLODEOH WR X\
FROWLQJHQFLHV WR KDYH D PDWHULDO DGYHUVH HIIHAWLRIM W Q+ RKHY |
IXWXUH LI ZH RXU DJHQWV RU RXU VHUYLFH SURYLGHUYV DUH UHTXLUHC
RU KHDOWK DQG VDIHW\ ObDZV UHJXODWLRQV RU UHTXLUHPHQWYV

BURSHUW\ DQG ,QIUDVWUXFWXUH

2XU FRUSRUDWH KHDGTXDUWHUY DUH ORFDWHG DW +LJK 7HFK 3DUN
RFFXS\ DSSUR[LPDWHO\ VTXDUH IHHW RI VSDFH WKDW LQFOXGHV D
RU RXU OHVVRU PD\ WHUPLQDWH WKH OHDVH E\ JLYLQJ WKUHH PRQWKYV
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7KH DQQXDO UHQW LV DSSUR[LPDWHO\ WKRXVDQG :H DUH DOVR UHQ
GHYHORSPHQW DFWLYLWLHY DUH FRQGXFWHG DQG DQ RAHUH Z$SDFH LC
LOQOWHQG WR UHORFDWH RXU ,VUDHOL RIILFH 7KH +DU ®@RW]YLP ODERUD
VTXDUH IHHW 7KH OHDVH ZLOO H[SLUH LQ DQG ZH KDYH DQ RSWLR(
UHQW LQFOXGLQJ PDQDJHPHQW IHHV LV DSSUR[LPDWHO\ PLOOLRQ
&RQVXPHU 3ULFH ,QGH]

2XU 8 6 VXEVLGLDU\YV RIILFH LV ORFDWHG DW .HQGDOO 6TXDUH %XL
ZKHUH ZH OHDVH DQG RFFXS\ DSSUR[LPDWHO\ VTIXDUH IHHW RI
HQG RI 7KH DQQXDO UHQW LV DSSUR[LPDWHO\ PLOOLRQ

‘H EHOLHYH WKDW RXU IDFLOLWLHY DUH VXLWDEOH DQG DGHTXDWH IRU
DGGLWLRQDO ZRUN DUHD WR DGGUHVY JURZWK LQ WKH IXWXUH

(PSOR\HHV

$V RI 6HSWHPEHU ZH KDG HPSOR\HHV EDVHG DW RXU FRUSRUD
8 6 VXEVLGLDU\ LQ &DPEULGJH ODVVDFKXVHWWY 7KH IROORZLQJ WDE!
HPSOR\HHV DV RI WKH SHULRGYVY LQGLFDWHG

$V RI 6HSWHPEHU

$GPLQLVWUDWLYH
5HVHDUFK DQG GHYHORSPHQW
TRWDO

/IRFDO ODERU ODZV JRYHUQ WKH OHQJWK RI WKH ZRUNGD\ DQG ZRUNZH}I
IRU KLULQJ DQG GLVPLVVLQJ HPSOR\HHV GHWHUPLQDWLRQ RI VHYHUDC
WHUPLQDWLRQ 6RFLDO 6HFXULW\ SD\PHQWYV RU UHJLRQDO HTXLYDOHQ'
HTXDO RSSRUWXQLW\ DQG DQWL GLVFULPLQDWLRQ ODZV 1RQH RI RXU

DJUHHPHQWY :H JHQHUDOO\ SURYLGH RXU HPSOR\HHV ZLWK EHQHILWYV
PLQLPXPV :‘H KDYH D JRRG UHODWLRQVKLS ZLWK RXU HPSOR\HHVY DQG

UHODWHG ZRUN VWRSSDJHV

/HIDO 3URFHHGLQJV

JURP WLPH WR WLPH ZH PD\ EH SDUW\ WR OLWLJDWLRQ RU RWKHU OHJI
RUGLQDU\ FRXUVH RI RXU EXVLQHVY :H DUH QRW FXUUHQWO\ LQYROYH
H[SHFWHG WR KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV S
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0$1$*(0(17

([HEXWLYH 2IILFHUVY DQG 'LUHFWRUV

7KH IROORZLQJ WDEOH VHWV IRUWK WKH QDPH DJH DQG SRVLWLRQ RI |
GDWH RI WKLV SURVSHFWXYV

1DPH $JIH 3RVLWLRQ

'U J)UDQN * +DOXVND &KLHI ([HFXWLYH 2IILFHU DQG 'LUHFWRU
-RQDWKDQ %XUJLQ &KLHI )LQDQFLDO 2IILFHU DQG &KLHI 2SHUDWLC(
'U 'DYLG .HUVWHLQ &KLHI OHGLFDO 2IILFHU

'U 5RQ .QLFNHUERFNHU 6HQLRU 9LFH 3UHVLGHQW RI &0OLQLFDO '"HYHOR
'U OLFKDO *LORQ 2KHY =9IFF® 3UHVLGHQW RI 5HVHDUFK DQG 'HYHORSPH

6HDQ 'DO\ 9LFH 3UHVLGHQW Rl &0OLQLFDO 2SHUDWLRQV
'U 6WHSKHQ +RIIPDQ &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUYV
5XWK $ORQ (IWHUQDO 'LUHFWRU

5REHUW &RQQHOO\ 'LUHFWRU

5HJLQDOG +DUG\ '"LUHFWRU

'U /DZUHQFH +RZDUG 'LUHFWRU

,VDDF .RKOEHUJ 'LUHFWRU

(ITUDW ODNRY (IWHUQDO 'LUHFWRU

'"HQQLVRQ 9HUX 'LUHFWRU

OHPEHU RI WKH $XGLW &RPPLWWHH
OHPEHU RI WKH &RPSHQVDWLRQ &RPPLWWHH

$ EULHI ELRJUDSK\ Rl HDFK SHUVRQ ZKR VHUYHV DV DQ H[HFXWLYH RIIL
EHORZ

'U J)UDQN * «KDWXVMDYHG DV RXU &KLHI ([HFXWLYH 2IILFHU VLQFH 2FWR
&KLHI OHGLFDO 2I1ILFHU DQG 6HQLRU 9LFH 3UHVLGHQWQ¥F &DKIQUADKHS5
KHOG RYHUDOO UHVSRQVLELOLW\ IRU FOLQLFDO G H HDMRBS MW DWMEU D W
DSSURYDO Rl SRQDWLQLE PDUNHWHG DV ,FOXVLJ LQ WKH 8QLWHG 6WEL
WKH GHYHORSPHQW Rl EULJDWLQLE PDUNHWHG DV $OXQEULJ DSSURY}
JUDGXDWHG IURP +DUYDUG &ROOHJH DQG WKH 8QLYHUVLW\ RI 3HQQV\O
WUDLQLQJ DW ODVVDFKXVHWWY *HQHUDO +RVSLWD®, 0DQQ® QG WKH 'DQ
IHOORZVKLS DW WKH ODVVDFKXVHWWY ,QVWLWXWH RI VHFRQRWRJI\ &HQ)
SURIHVVRU RI PHGLFLQH DW +DUYDUG OHGLFDO 6FKRRO DQG OHDGHU F
&DQFHU &HQWHU DQG WKH ')&, WKURXJK WKH 'DQD )DUEHU +DUYDUG &D
GLUHFWRU RI WKH 7XIWV 1HZ (QJODQG OHGLFDO &HQWHU &DQFHU &HQW
9HGDQWUD 3KDUPDFHXWLEDOV ,QF

-RQDWKDQ/MXYHGQDY RXU &KLHI )LQDQFLDO 2IILFHU EHWZHHQ -XQH

([HFXWLYH 21ILFHU IURP -XQH WKURXJK 2FWREHU DQG KDV VHUY
2SHUDWLQJ 2I1ILFHU VLQFH 2FWREHU OU %XUJLQ ZDV &KLHI )LQDQFI
5'&€0 D VHUYLFH DVVXUDQFH SURYLGHU IURP WR DQG ZDV &KLF
%LRSKDUPDFHXWLFDOV /WG 7$6( ;7/ 1DVGDT ;7/% D GUXJ GHYHORSI
%HWZHHQ DQG KH ZDV &KLHI )LQDQFLDO 2IILFHU Rl </5 &DSLWDC
LQYHVWPHQW EDQN DQG URVH WR EHFRPH D 6HQLRU 0DQMIHHODW .HVV
PHPEHU RI 3ULFHZDWHUKRXVH&RRSHUV ,QWHUQDWLRQDO /WG EHWZH
Rl GLUHFWRUV RI &HOOHFW %LRWHFKQRORJ\ /WG 1DVGDT $323 0U %.
DFFRXQWLQJ DQG HFRQRPLFV IURP 7HO $YLY 8QLYHUVIAFREQ®DRYWHUW
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'U 'DYLG .HKDMVWHHQYHG DV RXU &KLHI OHGLFDO 2IILFHU VLQFH 1RYHPEH
7TKHUDSHXWLFVY 'U .HUVWHLQ VHUYHG DV 6HQLRU OH/®INADEGD'LUHFWRU F
SKDUPDFHXWLFDOV ,QWHUQDWLRQDO &R 27&0.76 7.3+) D JOREDO UHYV

SKDUPDFHXWLFDO FRPSDQ\ IURP )HEUXDU\ WR 1RYHPEHU $W 7D
SRUWIROLR VWUDWHJ\ OHDG DQG JOREDO FOLQLFDO OHOUG JBW LK HE DQIL
JURP WR ‘U . HUVWHLQ ZDV OHGLFDO 'LUHFWRU DQG WKHQ 6HQLF

$5,$' 3KDUPDFHXWLFDOV ,QF ZKHUH KH ZDV WKH RIS8HPMO SWHRIGDORU V
DQG OHG WKH LQLWLDO 1HZ 'UXJ $SSOLFDWLRQ VXEPLVVVRRQ/QBQID UN |
DSSURYDOV IRU EULJDWLQLE 3ULRU WR WKDW 'U .HUVWHLQ ZDV 'LUHF
DW %RVWRQ %LRPHGLFDO ,QF D ZKROO\ RZQHG VXEVLGLDU\ RI 6XPLW
27&0.76 '138) D -DSDQHVH SKDUPDFHXWLFDO FRRSPH\Q WKRIUW KKH 60 HTG
LQKLELWRU QDSDEXFDVLQ 'U .HUVWHLQ UHFHLYHG KLV 0 ' IURP 7XIWV
ELRORJ\ VXPPD FXP ODXGH IURP 7XIWV 8QLYHUVLW\

'U 5RQ .QLFNKDE¥RMNHWHG DV RXU 6HQLRU 93 RI &OLQLFDO 'HYHORSPHQ
0DUFK 3ULRU WR WKLV 'U .QLFNHUERFNHU OHG WKH %LRPHGLFDO
3KDUPDFHXWLFDOV IURP XQWLO LWV DFTXLVLWLRQ E\ 7DNHGD 3KDU
OHG VWDWLVWLFV DQG GDWD PDQDJHPHQW IXQFWLR QWLW K URK JKKRXOW |
'U .QLENHUERFNHU VHUYHG DV D 9LFH 3UHVLGHQW DW *HQ]\PH &RUSRU
LQFOXGHG OHDGLQJ WKH ELRVWDWLVWLEFV GDWD PBQDIHP RQWRORG\ P
EXVLQHVV DQG JOREDO KHDG RI ELRVWDWLVWLFVY DQG VWDWLVWLFDO ¢
WKH VWDWLVWLFDO VLWH KHDG IRU 3IL]JHU ,QF LQ $QQ $UERU 0, )URP
&RPSDQ\ OHDGLQJ SURMHFWYV LQ ZRPHQYTV KHDOWK DQG RQFRORJ\ +H
06 DQG 3K' GHJUHHV LQ VWDWLVWLFV IURP 7H[DV $ 0 8QLYHUVLW\

'U OLFKDO *LOR®DRKXKWHBYRQ@ DV RXU 93 5HVHDUFK DQG '"HYHORSPHQW V
SUHYLRXVO\ DQ LQYHVWLIJDWRU DW WKH +HEUHZ 8QLYHUVLW\ RI -HUXVI
LQ ELRORJ\ IURP WKH +HEUHZ 8QLYHUVLW\ RI -HUXVDOHP DV ZHOO DV

6HDQ 'BDY VHUYHG DV RXU 9LFH 3UHVLGHQW RI &0LQLFDO 2SHUDWLRQV
GHFDGH RI H[SHULHQFH DQG DQ DPSOH QHWZRUN RI VIQHUJHWLF UHOD\
7TKHUDSHXWLFV IURP $5,%$' 3BKDUPDFHXWLFDOV ZKHGHQW RPIRW. QHFBIQW
2SHUDWLRQV OU 'DO\ OHG WKH FOLQLFDO RSHUDWLRQV JURXS DW $5,%
RSHUDWLRQDO UROHV KHOG DW $5,%$" VLQFH ,Q DGGLWLRQ WR KLV }
\HWK 5HVHDUFK IRUPHUO\ *HQHWLFV ,QVWLWXWH DQG $JRXURQ 3KDUI
8QLYHUVLW\ RI &DOLIRUQLD DW 6DQ 'LHJR ZKHUH KH UHFHLYHG KLV % 6

'U 6WHSKHQKBR/NIIWPBDWYYHG DV D GLUHFWRU DQG DV &KDLUPDQ RI RXU ERCL
'U +RIIPDQ FXUUHQWO\ VHUYHV DV &KLHI ([HFXWLYH 2I13BEHULDRI $HUSLR
ELRSKDUPDFHXWLFDO FRPSDQ\ IRFXVHG RQ DGYDQFLQJ WUHDWPHQWYV |

WR 1RYHPEHU KH VHUYHG DV 6HQLRU $GYLVRU RI 3"/ %LR3KDUPL
DFTXLVLWLRQ DQG VWUXFWXUHG GHEW DQG UR\DOW\ PRQHWL]DWLRQ R
DV ODQDJLQJ 'LUHFWRU RI 6NVOLQH 9HQWXUHV D YHQWXUH FDSLWDO IL
790 &DSLWDO D YHQWXUH DQG JURZWK FDSLWDO ILUP IRFXVHG RQ ELR.
'U +RIIPDQ VHUYHG DV 3UHVLGHQW &KLHI ([HFXWLYH 2IILFHU DQG D GL
ELRSKDUPDFHXWLFDO FRPSDQ\ GHYHORSLQJ DQG FRPPBUHIBODW QWW Q
&KDLUPDQ XQWLO LWV DFTXLVLWLRQ E\ 6SHFWUXP 3KDUPDFHXWLFDOV
ERDUG RI GLUHFWRUV RI 'LFHUQD 3KDUPDFHXWLFDOV ,QF 1DVGDT '51:
1DVGDT $&5; %LF\FOH 7TKHUDSHXWLFV /WG DQG 3DOOWRQBKDUPDFHX
IHOORZVKLS LQ FOLQLFDO RQFRORJ\ DQG D UHVLGHQF\ DQG IHOORZVKL
&RORUDGR +H KROGV D 3K' LQ FKHPLVWU\ I[URP 1RUWKZHVWHUQ 8QLY
&RORUDGR 6FKRRO RI OHGLFLQH
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5XWK K®RQVHUYHG DV DQ H[WHUQDO GLUHFWRU VLQFH 6HSWHPEHU
21ILFHU RI OHGVWUDGD ,VUDHO D YHQWXUH FDSLWDO IXQG IRFXVLQJ R
DQG OV $ORQ VHUYHG DV D JHQHUDO SDUWQHU RI 3LWDQJR 9HQWX
OV $ORQ KHOG VHQLRU SRVLWLRQV ZLWK ORQWJRPHU\ 6HFXULWLHV IUR
WR DQG .LGGHU 3HDERG\ &R IURP WR DV ZHOO DV PDQ
LQGHSHQGHQW FRQVXOWLQJ EXVLQHVV LQ 6DQ )UDQFLVFR IURP W R
Rl ,VUDHO /LIH 6FLHQFH ,QGXVWU\ D QRW IRU SURILW RUJDQL]DWLRQ W
,VUDHOL OLIH VFLHQFH FRPSDQLHV 6KH LV DOVR WKH FR IRXQGHU R
XPEUHOOD RUJDQL]DWLRQ IRU DOO KLJK WHFK DQG OLIH VFLHQFHV FRP
7KH +HEUHZ 8QLYHUVLW\ RI -HUXVDOHP ,VUDHO DQG DQ 0 % $ IURP %R

5REHUW &RMWQMEBOYHG DV D GLUHFWRU VLQFH 1RYHPEHU JURP -XQH
&KLHI ([HEXWLYH 2IILFHU Rl ${(FHOOD +HDOWK ,QFR S @D H@LGRXH § ROV H
PRGXODWRUV Rl PHWDEROLVP WR WUHDW DQ DUUD\ RI GLVHDVHV $OVR
VHUYHG DV 9HQWXUH 3DUWQHU RI )ODJVKLS 3LRQHHULQJ D SULYDWH H
KHDOWKFDUH LQFOXGLQJ ELRWKHUDSHXWLFV ELRWHFKQRORJ\ DQG OLI
IRXQGLQJ &KLHI ([HEXWLYH 2I1ILFHU Rl :LNL&HOO 'HVLJQV ,QF DQG FKDL

WR IRUP ,QFUHGLEOH )RRGV ,QF )URP W R OU &RQQHOO\ ZDV &t
1DVGDT 38/0 D SKDUPDFHXWLFDO FRPSDQ\ GHYHORSLQJ LQKDOHG GU:
3XOPDWUL[ ,QF IURP WR KH ZDV WKH IRXQGLQJ &KLHI ([HFXWL

D8. EDVHG ELRWHFKQRORJ\ FRPSDQ\ EXLOGLQJ D QRYHO IXOO\ KXPDQ
0OU &RQQHOO\ FXUUHQWO\ VHUYHV RQ WKH ERDUG RI GLUHFWRUV RI 9H!
EXVLQHVY DGPLQLVWUDWLRQ IURP WKH 8QLYHUVLW\ RI )ORULGD

5HILQDOXBVWWIANUYHG DV D GLUHFWRU VLQFH $XJXVW OU +DUG\ LV
2IILFHU Rl %ULFNHOO %LRWHFK ,QF D SKDUPDFHXWLFDO FRPSDQ\ IRF
RI' VNLQ GLVHDVHV 3ULRU WR %ULFNHOO KH ZDV WKH FR IRXQGHU DQG
RQFRORJ\ GUXJ GHYHORSPHQW FRPSDQ\ DFTXLUHG E\ .DGPRQ &RUSRUD
FR IRXQGHU DQG WKH SUHVLGHQW RI 6$12 &RUSRUDWLRQ D SKDUPDFH>
QRYHO WUDQVGHUPDO GUXJ GHOLYHU\ VA\IVWHPV WKDW ZDV DFTXLUHG
OU +DUG\ KHOG YDULRXVY FRUSRUDWH UROHV ZLWK ,9%; &RUSRUDWLRQ

BKDUPDFHXWLFDOV ,QF +H HDUQHG KLV % 6 LQ SKDUPDF\ IURP WKH 8¢«
0% $ IURP WKH 8QLYHUVLW\ RI 1IRUWK &DUROLQD *UHHQVERUR

'U /DZUHQFHKHIRZMHGYHG DV D GLUHFWRU VLQFH 6HSWHPEHU DQG V
GLUHFWRUV IURP )HEUXDU\ WR 1RYHPEHU +H KDV EHHQ D 6HQLR
VLQFH $IWHU SUDFWLFLQJ PHGLFLQH IURP WR KH FR IRXQGF
FRPSDQ\ ZKRVH PDUNHW YDOXH JUHZ IURP PLOOLRQ WR RYHU PLC
DV 3UHVLGHQW DQG &KLHI ([HFXWLYH 2I1ILFHU RI 3UHVVWHN IURP XQ
GLUHFWRUV IRU RYHU WZHQW\ \HDUV +H ZDV D &OLQLFDO 3URIHVVRU L
&ROOHJIH RI OHGLFLQH DW WKH 8QLYHUVLW\ RI 6RXWK J)ORULGD DQG Wt
BURIHVVRU DW WKH 8QLYHUVLW\ RI 6RXWK )ORULGD &HQWHU IRU (QWUH
VLQEH DV D FRQVXOWDQW WR 7KH 9LOODJHV WKBIWHWU JBAWAAL VUM MQLU b
LQ EXLOGLQJ D 3VWDWH RI WKH DUW~ KHDOWKFDUH GBH® [RY HUK H/ \EVRADHFG
RI GLUHFWRUV RI L&$' ,QF 1DVGDT ,&$' D PHGLFDO GHYLFH PDQXIDF)
JRXQGDWLRQ %RDUG RI TUXVWHHV +H KROGV D % 6 LQ DQLPDO VFLHQF
0' IURP 1HZ <RUN OHGLFDO &ROOHJH

,VDDF .RKO®BVMHYHUYHG DV D GLUHFWRU VLQFH )HEUXDU\ +H LV WKH €
THFKQRORJ\ '"HYHORSPHQW 2IlILFHU DW +DUYDUG 8QLYHURLWWXKRBUHYLR X"
$YLY 8QLYHUVLW\ (FRQRPLF &RUSRUDWLRQ DQG &KLHI ([HFEXWLYH 2IILF}F
WHFKQRORJ\ WUDQVIHU FRPSDQ\ +H VHUYHG DV 9LFH 3UGIVLGHQW DW 1
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9LFH 3URYRVW RI 1HZ <RUN 8QLYHUVLW\ +H DOVR VHUYHG DV WKH 0DQI
‘HL]PDQQ ,QVWLWXWH Rl 6FLHQFH OU .RKOEHUJ UHFHIWMNGLHGUBRRPD
WKH 8QLYHUVLW\ Rl 6BWUDVERXUJ DQ 0 % $ IURP ,16($' DQG DQ // % 11U

(tlubw ORDNRWHUYHG DV DQ HI[ WHUQDO GLUHFWRU VLQFH 6HSWHPEHU
%LR/LIJKW /LIH 6FLHQFHYV /WG ZKLFK LV WUDGHG RQ WHKH 3$96(D BKRIQVHL
/I WG D JOREDO SURYLGHU RI DXWRQRPRXV :L )L QHWZRUNYV ZKLFK DW V

IURP WR 6KH SUHYLRXVO\ VHUYHG DV &KLHI )LQDQFH 2IILFHU RI
LQIRUPDWLRQ VHFXULW\ OHDGHU VSHFLDOL]LQJ LQ DOKWEKHK QW VFOMWLWRKG
RQ 1DVGDT IURP WR JURP WR OV ODNRY VHUYHG DV 9LFI

SRLQW 6RIWZDUH 7THFKQRORJLHV /WG 1DVGDT &+.3 D ZRUOGZLGH OHE
8 6 &HUWLILHG 3XEOLF $FFRXQWDQW

'HQQLVRQ 'IK®PVIMHXMYHG DV D GLUHFWRU VLQFH $XJXVW 0U 9HUX L
ODQDJHPHQW DQ DVVHW PDQDJHPHQW FRPSDQ\ DQGRKIDOENHQAHNV &K

ZLWK RYHUVLJKW UHVSRQVLELOLWLHV IRU DG RERILFDO WWDEEHEE LQY
VHFXULWLHV OU 9HUX SUHYLRXVO\ KHOG D YDULHW)\ RGDAIIDVONWLFWO S|
6PLWK %DUQH\ )URP WKURXJK OU 9HUX ZDV WKH 3UHVLGHQW D¢
ODQDJHPHQW DQG KHOSHG RYHUVHH WKH ILUPJV JURZWK IURP VWDUW >
DQG KLJK QHW ZRUWK DVVHWV 3ULRU WR $ZDG 0U 9HUX KHOG D YDUL}
DQG ODWHU DW 6PLWK %DUQH\ +DUULV 8SKDP ,Q DGGLWLRQ WR KLV SU
WKH %RDUG RI 2YHUVHHUV Rl WKH 6W /XNHYV DQG 5RRVHYHOW KRVSLW
'ZLJKW (QJOHZRRG 6FKRRO DQG D PHPEHU RI WKH %RDUG RI WKH OF&D!
IUHTXHQW JXHVW RQ &1%& %ORRPEHUJ 1HZV )R[ 1HZV DQG &11 DQG D
ILQDQFLDO SXEOLFDWLRQV 0OU 9HUX KROGV D % $ LQ JRYHUQPHQW IUF

$JIJUHIDWH &RPSHQVDWLRQ RI 2IILFH +ROGHUYV

7KH DJJUHJDWH FRPSHQVDWLRQ ZH DQG RXU VXEVLGLDU\ SDLG WR RXU
'"HFHPEHU ZDV DSSUR[LPDWHO\ PLOOLRQ 7KLV DPRXQW LQFO.
DVLGH RU DFFUXHG WR SURYLGH SHQVLRQ VHYHUDQFH UHWLUHPHQW |
VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV RU EXVLQHVV WUDYHO SURIH
UHLPEXUVHG WR RIILFH KROGHUV DQG RWKHU EHQHILWY FRPPRQO\ UHI
RI -DQXDU\ RSWLRQV WR SXUFKDVH RUGLQDU\ VKDUHV JUD
RXWVWDQGLQJ XQGHU RXU VKDUH RSWLRQ SODQ DW D ZHLJKWHG DYHUI

,QGLYLGXDO &RPSHQVDWLRQ RI 2IILFH +ROGHUYV

7KH WDEOH DQG VXPPDU\ EHORZ RXWOLQHV WKH FRPSHQVDWLRQ JUDQV
2I1ILFHU &KLHI )LQDQFLDO DQG 2SHUDWLQJ 2IILFHU Q& RHR Q@ WHNLAHHUN ZR
UHVSHFW WR WKH \HDU HQGHG 'HFHPEHU JRU SXUSRVHV RI WKH
LQFOXGHY EDVH VDODU\ ERQXVHV HTXLW\ EDVHG FRPSWMQ\WDEMELRQ UHYV
SHUTXLVLWHY VXFK DV FDU SKRQH DQG VRFLDO EHQHILWY DQG DQ\ XQ:!

(TXLW\ %DVHG
6DODU\ %RQXV&RPSHQVDWLRQVDO
86' LQ 86' LQ 86' LQ 86' LQ

1DPH DQG 3ULQFLSDO 3RVLWLRQ WKRXVD@ERXVDQWKRXVDQ&KRXVDQGYV
'U )UDQN * +DOXVND
&KLHI ([HFXWLYH 2IILFHU 2

'U <DQ ORRUH
&KLHI OHGLFDO 2IILFHU
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(TXLW\ %DVHG
6DODU\ %RQXV&RPSHQVDWLARWDO
86'LQ 86' LQ 86' LQ 86' LQ

1DPH DQG 3ULQFLSDO 3RVLWLRQ WKRXVD@GERXVDQWKRXVDQBKRXVDQGV

OU -RQDWKDQ %XUJLQ
&KLHI )LQDQFLDO DQG 2SHUDWLQJ 2IILFHU 2

'U OLFKDO *LORQxxx2KHY =LRQ
9LFH BUHVLGHQW RI 5HVHDUFK DQG '"HYHORSPHQW

0OU 2U 'ROHY
&RQWUROOHU 2

6DODU\ LQFOXGHYV WKH &KLHI ([HEXWLYH 2IILFHUfV JURVV VDODU\ SOXV SD\PHQW E\ X
2IILFHU 6XFK EHQHILWYV PD\ LQFOXGH WR WKH H[WHQW DSSOLFDEOH WR WKH &RYHUH
VDYLQJV IXQGV HJ O0DQDJHUVY /LIH ,QVXUDQFH 3ROLF\ SHQVLRQ VHYHUDQFH ULV
SD\PHQWYV IRU VRFLDO VHFXULW\ DQG WD[ JURVV XS SD\PHQWV YDFDWLRQ PHGLFDO
RWKHU EHQHILWY DQG SHUTXLVLWHV FRQVLVWHQW ZLWK RXU SROLFLHV

5HSUHVHQWY DQQXDO ERQXVHYVY JUDQWHG WR WKH &KLHI ([HFXWLYH 2IILFHU EDVHG R(
FRPSHQVDWLRQ FRPPLWWHH DQG ERDUG RI GLUHFWRUV ZLWK UHVSHFW WR

5HSUHVHQWY WKH HTXLW\ EDVHG FRPSHQVDWLRQ H[SH@VRY WHKAHR HDHG HQG R B U' HFRHPVER

EDVHG RQ WKH RSWLRQVY IDLU YDOXH RQ WKH JUDQW GDWH FDOFXODWHG LQ DFI
FRPSHQVDWLRQ )RU D GLVFXVVLRQ RI WKH DVVXPSWLRQV XVHG LQ UHDFKLQJ WKLV Y
VWDWHPHQWY LQFOXGHG LQ WKLV SURVSHFWXV

'U <DQ ORRUH UHVLJQHG IURP WKH FRPSDQ\ RQ 6HSWHPEHU

(PSOR\PHQW DQG &RQVXOWLQJ $JUHHPHQWYV

7KH PDWHULDO HPSOR\PHQW WHUPV IRU 'U +DOXVND RXQX®OLNDQBEBXV
RIx DQ DQQXDO ERQXV VXEMHFW WR DFKLHYHPHQW RI REMHF
DPRXQW RIx SD\PHQW RI QLQH PRQWKVY RI VDODU\ XSRQ WHU
HYHQW D SDUWLDO DQQXDO ERQXV SUR UDWD DQG SDUWLDO YHVWLC
WHUPLQDWLRQ RU YROXQWDU\ UHVLJQDWLRQ ZLWK UHJDUG WR FKDQJH
IXO0 YHVWLQJ DFFHOHUDWLRQ RI RSWLRQ ZDUUDQWV VRFLDO EHQ}
DOORFDWLRQ RI WKH QXPEHU RI QRQTXDOLILHG RSWLRQV WKDW ZHUH
KROGLQJV WR RI RXU IXO0O\ GLOXWHG VKDUH FDSLWDO DIWHU WKH Dt
FRPSOHWLRQ RI DQ\ IXQGUDLVLQJ XQWLO DQG QRW LQFOXGLQJ D SXE
ODWHU WKDQ -XO\ ,Q WRWDO ZH DOORFDWHG 'U +DOXVND RSWL
LQ IRXU DQQXDO WUDQFKHV IURP WKH GDWH RI KLV HPSOR\PHQW 0D\
RXU VKDUHV DW WKH DSSURYDO GDWH Rl HDFK DOORWPHQW E\ RXU EREL
JROORZLQJ FRPSOHWLRQ RI D SULYDWH SODFHPHQW LQ -XQH WKH &
IXWXUH RSWLRQ JUDQWY DV D WHUP RI KLV HPSOR\PHQW

2XU RWKHU HPSOR\HHV DUH HPSOR\HG XQGHU WKH WHUPV SUHVFULEHG
HPSOR\HHV DUH HQWLWOHG WR WKH VRFLDO EHQHILWJUSIBIRWRWL\EHG E\
7KHVH DJUHHPHQWYV HDFK FRQWDLQ SURYLVLRQV VWDQGDUG IRU D FRP
FRQILGHQWLDOLW)\ RI LQIRUPDWLRQ DQG DVVLJQPHQW RI LQYHQWLRQV
EH DEOH WR HQIRUFH FRYHQDQWY QRW WR FRPSHWH DQG WKHUHIRUH P
EHQHILWLQJ IURP WKH H[SHUWLVH RI VRPH Rl RXU IRUPHU HPSOR\HHV

2SHUDWLRQV 2 8QGHU DSSOLFDEOH HPSOR\PHQW ODZV ZH PD\ QRW EH
D IXUWKHU GHVFULSWLRQ RI WKH HQIRUFHDELOLW\ Rl QRQ FRPSHWLWL
ZLWK D FRPSDQ\ FDU ZKLFK LV OHDVHG IURP D OHDVLQJ FRPSDQ\
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([HFXWLYH RIILFHUVY DUH DOVR HPSOR\HG RQ WKH WHUPV DRIBVHRQGLWL
DJUHHPHQWY SURYLGH IRU QRWLFH SHULRGV RI YDU\LQJ GXUDWLRQ IRl
UHOHYDQW H[HFXWLYH RIILFHU GXULQJ ZKLFK WLPHHWKDOB[HFMXOWEYH R
EHQHILWY 6HH 35LVN )DFWRUVx2x5LVNV 5HODWHG WR BXHPSSOHRABWVYRQV
RXU DELOLW\ WR LPSOHPHQW RXU EXVLQHVYVY SODQ PD\ EH DGYHUVHO\ L

&RUSRUDWH *RYHUQDQFH 3UDFWLFHYV

$IWHU WKH FORVLQJ RI WKLV RITHULQJ ZH ZLOO EH D 3IRUHLJQ SULYDW
IRUHLJQ SULYDWH LVVXHU ZH DUH SHUPLWWHG WR IQOWRR G RUWIXIHQ ,V
1DVGDT UXOHV SURYLGHG WKDW ZH GLVFORVH ZKLFK UHTXLUHPHQWYV Z
UHTXLUHPHQWY 3XUVXDQW WR WKH 3IRUHLJQ SULYDWH LVVXHU H[HPSW

fZH ZLOO QRW KDYH WR FRPSO\ ZLWK WKH UHTXLUHPHQ@WLMKDW ZH kK
RI LQGHSHQGHQW GLUHFWRUV ZLWK D ZULWWHQ FKDUWHVY DGGUHVVI

$+ WKH TXRUXP IRU D PHHWLQJ RI VKDUHKROGHUV ZLOO EH DW OHDVW
D YRWLQJ LQVWUXPHQW ZKR KROG LQ WKH DJJUHJDWH DW OHDVW
PHHWLQJ ZLWK VRPH H[FHSWLRQV DQ\ QXHRHEHX B ILVKXHIEKROIBHU ¥D |
UHTXLUHG XQGHU WKH 1DVGDT FRUSRUDWH JRYHUQDQFH UXOHV

tZH PD\ DGRSW HTXLW\ LQFHQWLYH SODQV DQG DSSURYH PDWHULDO
DSSURYDO LQ DGGLWLRQ ZH LQWHQG WR IROORZ ,VUDHOL FRUSRUD
5XOH F ZKLFK UHTXLUHV VKDUHKROGHU DSSURYDO SULRU WR D(
HTXLW\ EDVHG FRPSHQVDWLRQ WR RIILFHUV GLUHFWRUV HPSOR\HH

tDV RSSRVHG WR PDNLQJ SHULRGLF UHSRUWY WR VKDUHKROGHUYV DQ!
VKDUHKROGHUV LQ D PDQQHU VSHFLILHG E\ WKH 6(& DQG 1DVGDT UX
QRW WR GLVWULEXWH VXFK UHSRUWYV WR VKDUHKROGHUV EXW WR PIL
‘H ZLOO PDLO VXFK UHSRUWV WR VKDUHKROGHUY RQO\ XSRQ UHTXHYV

$¥ZH ZLOO IROORZ ,VUDHOL FRUSRUDWH JRYHUQDQFH SUDFWLFH LQVW
VKDUHKROGHU DSSURYDO IRU FHUWDLQ GLOXWLYH HYHQWYVY VXFK DV
FHUWDLQ WUDQVDFWLRQV RWKHU WKDQ D SXEOLF RITHULQJ LQYROYL
FHUWDLQ DFTXLVLWLRQV RI WKH VWRFN RU DVVHWYV RI DQRWKHU FRF

,Q DOO RWKHU UHVSHFWV ZH LQWHQG WR FRPSO\ ZLWSD Q/IKHHV UXIOHA/HIH (
RQ WKH 1DVGDT :H PD\ LQ WKH IXWXUH GHFLGH WR XVH WKH IRUHLJQ S
DOO RI WKH RWKHU 1DVGDT UXOHYV ,I DW DQ\ WLPH ZH FHDVH WR EH D |
WKH ([FKDQJH $FW DV DSSOLFDEOH RXU ERDUG RI G LK MKHRURUZBRWD W
JRYHUQDQFH UXOHV DSSOLFDEOH WR GRPHVWLF 8 6 MWMMXHBPSRYHGXGI
HOQWLUHO\ RI LQGHSHQGHQW GLUHFWRUV VXEMHFW WR D SHUPLWWHG ¢
LVVXHU DW VXFK WLPH DV PRUH WKDQ RI RXU RXWVWDQGLQJ YRWLQ.
WKH IROORZLQJ WKUHH FLUFXPVWDQFHY DSSOLHV L WKH PDMRULW\ R
RU UHVLGHQWY LL PRUH WKDQ RI RXU DVVHWY DUH ORFDWHG LQ W
SULQFLSDOO\ LQ WKH 8QLWHG 6WDWHYV )ROORZLQJ WKH FORVLQJ RI WK
FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWY XQGHU WKH &RPSDQLHV /DZ I

%RDUG RI 'LUHFWRUYV

2XU ERDUG RI GLUHFWRUV FRQVLVWY RI QLQH GLUHFWRUV LQFOXGLQJ
WKH UHTXLUHPHQWY RI WKH &RPSDQLHYV /DZ VHH 32xQWHWWDIO 'LUHFWF
DGGLWLRQDO GLUHFWRUV TXDOLI\ DV LQGHSHQGHQW GLUHFWRUV XQG|
UXOHY DQG WKH LQGHSHQGHQFH UHTXLUHPHQWY RI 5XOH $ RI WKH (|
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8QGHU RXU DUWLFOHV RI DVVRFLDWLRQ RXU ERDUG RI GLUHFWRUV PX)\
HOHYHQ GLUHFWRUV LQFOXGLQJ HI[WHUQDO GLUHFWRUV 3XUVXDQW WI
GLUHFWRUV IRU ZKRP VSHFLDO HOHFWLRQ UHTXLUHPHQWY DSSO\ XQGt#t
GLUHFWRU LV D VLPSOH PDMRULW\ YRWH RI KROGHUV RI RXU YRWLQJ V

,Q DGGLWLRQ RXU DUWLFOHV RI DVVRFLDWLRQ DOORZ RXU ERDUG RI G
ZKLFK RFFXUUHG IRU DQ\ UHDVRQ RU DV DGGLWLRQDO GLUHFWRUV SUF
H[FHHG WKH PD[LPXP QXPEHUV RI GLUHFWRUV PHQWLRQHG DERYH 7KH
LQ HITHFW XQWLO WKH IROORZLQJ DQQXDO JHQHUDO PHHWLQJ RI WKH V
DFFRUGDQFH ZLWK RXU DUWLFOHV RI DVVRFLDWLRQ 2XU ERDUG RI GLU
QXPEHU RI GLUHFWRUV LV QRW OHVV WKDQ WKH PLQLPXP QXPEHU RI GL

2XU HIWHUQDO GLUHFWRUV KDYH D WHUP RI RIILFH RI WKUHH \HDUV XQ
DGGLWLRQDO WKUHH \HDU WHUPV RU PRUH XQGHU WKH FLUFXPVWDQF
UHPRYHG IURP RIILFH RQO\ XQGHU WKH OLPLWHG FLUFXPVQD@QFHYV VHW
'LUHFWRUV" IRU D GHVFULSWLRQ RI WKH SURFHGXUH IRU WKH HOHFWLR

,Q DGGLWLRQ XQGHU WKH &RPSDQLHV /DZ RXU ERDUG Rl GLUHFWRUV F
ZKR DUH UHTXLUHG WR KDYH ILQDQFLDO DQG DFFRXQWLQJ H[SHUWLVH
ILQDQFLDO DQG DFFRXQWLQJ H[SHUWLVH LV D GLUHFWRU ZKR E\ UHDV|
DQG VNLOO KDV D KLJK OHYHO RI SURILFLHQF\ LQ DQG XQGHUVWDQGLC
VWDWHPHQWY BHH 22x([WHUQDO GLUHFWRUV x2x4KX\OW | EFDMAGRM WR I H[V
WKRURXJKO\ FRPSUHKHQG WKH ILQDQFLDO VWDWHPHQWYV RI WKH FRPSEL
ZKLFK ILQDQFLDO LQIRUPDWLRQ LV SUHVHQWHG ,Q GHWHUPLQLQJ WKH
WKH ERDUG Rl GLUHFWRUV PXVW FRQVLGHU DPRQJ RWKHU WKLQJV WK
FRPSOH[LW\ RI LWV RSHUDWLRQV 2XU ERDUG Rl GLUHFWRUV KDV GHWH
WKH UHTXLVLWH ILQDQFLDO DQG DFFRXQWLQJ H[SHUWLVH DQG WKDW 'L
+DUG\ OV (IlUDW ODNRY DQG OU 'HQQLVRQ 9HUX KDYH VXFK H[SHUWLVH

$UUDQIJHPHQWY &RQFHUQLQJ (OHFWLRQ RI 'LUHFWRUV )DPLO\ 5HODWLF
7KHUH DUH QR IDPLO\ UHODWLRQVKLSY DPRQJ DQ\ RI RXU RIILFHUV LQI

$OWHUQDWH 'LUHFWRUV

2XU DUWLFOHYV RI DVVRFLDWLRQ SURYLGH DV DOORZHG E\ WKH &RPSDC(
XV DSSRLQW DQRWKHU SHUVRQ ZKR LV TXDOLILHG WR VHUYH DV D GLU
GLUHFWRU KDV WKH VDPH ULJKWYV DQG UHVSRQVLELOLWLHY DV D GLUHI
7KH DSSRLQWPHQW RI DQ DOWHUQDWH GLUHFWRU GRHV QRW QHJDWH W
FRQWLQXH WR EHDU UHVSRQVLELOLW\ IRU WKH DFWLRQV RI WKH DOWH!
DSSRLQWPHQW 7KH &RPSDQLHV /DZ VSHFLILHV FHUW BLHY TWKDODW | REXHV L |
GLUHFWRU PD\ QRW VHUYH DV DQ DOWHUQDWH RQ WKH ERDUG RI GLUHI
FRPPLWWHH RI ZKLFK KH RU VKH LV DOUHDG\ D PHPBRWD O7 & HUSRPR\SW) PHD
QRW DSSRLQW DQ DOWHUQDWH GLUHFWRU H[FHSW XQGHU YHU\ OLPLWH
GLUHFWRU KDV DSSRLQWHG DQ\ RWKHU SHUVRQ DV DQ DOWHUQDWH GL

(IWHUQDO 'LUHFWRUYV

$V D SXEOLF ,VUDHOL FRPSDQ\ ZH DUH UHTXLUHG E\ WKNRBP SAKRLHV /|
PHHW FHUWDLQ LQGHSHQGHQFH FULWHULD WR HQVXUH WKDW WKH\ DUF

$Q HIWHUQDO GLUHFWRU PXVW DOVR KDYH HLWKHU ILQDQFLDO DQG DFI
GHILQHG LQ WKH UHJXODWLRQV SURPXOJDWHG XQGHU WKH &RPSDQLHV
UHTXLUHG WR KDYH ILQDQFLDO DQG DFFRXQWLQJ H[SHUWLVH $Q H[WH!I
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UHLPEXUVHPHQW RI H[SHQVHVY DQG FRPSHQVDWLRQ DV SURYLGHG LQ W
/IDZ EXW LV RWKHUZLVH SURKLELWHG IURP UHFHLYLQJ DQ\ RWKHU FRPE
RU KHU WHUP DQG IRU WZR \HDUV WKHUHDIWHU

8QGHU WKH &RPSDQLHV /DZ H[WHUQDO GLUHFWRUV PXVWDBHRHDOWFWH G
WKH YRWHV FDVW RQ WKH PDWWHU SURYLGHG WKDW VXFK PDMRULW\ L
VKDUHKROGHUVY DQG VKDUHKROGHUYV ZKR GR QRW KDYH D SHUVRQDO L(
WKDW GLG QRW UHVXOW IURP WKH VKDUHKROGHUTV UHODWLRQVKLS ZL
VXFK VKDUHKROGHUV DJDLQVW WKH HOHFWLRQ GLG QRW H[FHHG RI R
IRU XS WR WKUHH WHUPV RI WKUHH \HDUV HDFK DQG RXU DXGLW FRPPI
DGGLWLRQDO WHUPV XQGHU FHUWDLQ FLUFXPVWDQFHV (YHQ LI DQ H[W
GLUHFWRUV IRU UHHOHFWLRQ IRU D VHFRQG RU WKLUG WHUP VKDUHKR
ULJKW WR QRPLQDWH WKH H[WHUQDO GLUHFWRU IRU UHHOHFWLRQ ,Q )\
RI WKH YRWHV FDVW E\ QRQ FRQWUROOLQJ VKDUHKROGHUV DQG VKDUH
HOHFWLRQ H[FOXGLQJ D SHUVRQDO LQWHUHVW W KDKVWEKLH FRRQW UR B R Q!
VKDUHKROGHU DQG WKH YRWHV FDVW E\ VXFK VKDUHKROGHUV DSSURY
ULJKWV $ WHUP RI DQ H[WHUQDO GLUHFWRU PD\ EH WHUPLQDWHG SULF
VDPH WKUHVKROG UHTXLUHG IRU HOHFWLRQ RU E\ D FRXUW EXW LQ HI
VWDWXWRU\ TXDOLILFDWLRQV IRU HOHFWLRQ RU LI WKH H[WHUQDO GLU
RI HOHFWLRQ RI DQ H[WHUQDO GLUHFWRU DOO RI WKH PHPEHUV RI WKH
RU UHODWLYHV RI FRQWUROOLQJ VKDUHKROGHUVY DUH RI WKH VDPH JH
RWKHU JHQGHU

8QGHU WKH &RPSDQLHYVY /DZ HDFK FRPPLWWHH RI D FRPSDQ\TVY ERDUG F
SRZHUV RI WKH ERDUG RI GLUHFWRUV LV UHTXLUHG WR LQFOXGH DW Ot
PXVW EH PHPEHUV RI WKH FRPSDQ\fV DXGLW FRPPLWWHH DQG FRPSHQV

‘H FXUUHQWO\ KDYH WZR H[WHUQDO GLUHFWRUV 0V 5XWK $ORQ ZKRVI
DQG OV (IUDW ODNRY ZKRVH ILUVW WHUP FRPPHQFHG RQ 6HSWHPEHU
GHWHUPLQHG WKDW RXU H[WHUQDO GLUHFWRUV KDYH DFFRXQWLQJ DQ(
SURIHVVLRQDO TXDOLILFDWLRQV DV UHTXLUHG XQGHU WKH 1DVGDT UX(
WKDW DOO PHPEHUV RI RXU DXGLW FRPPLWWHH QEH ZLYKQFLD®IDT OKW
DQG WKDW O0U 'HQQLVRQ 9HUX DQG OV (IUDW ODNRY DU H [BXUONLHG WF
GHILQHG E\ 6(& UXOHYV

&RPPLWWHHYV RI WKH %RDUG RI 'LUHFWRUV

2XU ERDUG RI GLUHFWRUV KDV HVWDEOLVKHG WKH IRROBGEZDE®H ZRRAAL WV
ZULWWHQ FKDUWHU WKDW VHWYV IRUWK WKH FRPPLWWHNPBR Q@ WIUEFOAXVUH
DQG DXWKRULW\ WR HQJDJH DGYLVRUV

$XGLW FRPPLWWHH
8QGHU WKH &RPSDQLHYV /DZ WKH ([FKDQJH $FW DQG 1DVGDT UXOHV ZH

7KH UHVSRQVLELOLWLHY RI DQ DXGLW FRPPLWWHH XQGRU IWRAWRRSDQ
WKH EXVLQHVYVY PDQDJHPHQW RI WKH FRPSDQ\ UHYLHZLQJ DQG DSSURY/I
ZKLVWOHEORZHU SURFHGXUHV RYHUVHHLQJ WKH FRPSDQ\TV LOQWHUQD(
DXGLWRU DQG DVVHVVLQJ WKH VFRSH RI WKH ZRUN DQG UHFRPPHQGLQ
DFFRXQWLQJ ILUP ,Q DGGLWLRQ WKH DXGLW FRPPLWWHH LV UHTXLUHC(
DQG WUDQVDFWLRQV DUH 3PDWHULDO”™ RU SH[WUDRUGLQDU\" IRU WKH S
&RPSDQLHV /DZ DQG WR HVWDEOLVK SURFHGXUHV IRU FRQVLGHULQJ SU

,Q DFFRUGDQFH ZLWK 8 6 ODZ DQG 1DVGDT UHTXLUHPHQWY RXU DXGL\
DSSRLQWPHQW FRPSHQVDWLRQ DQG RYHUVLJKW RI WKH ZRUN RI RXU L
GLUHFWRUV LQ PRQLWRULQJ RXU ILQDQFLDO VWDWHPHQWY WKH HIIHF\
ZLWK OHJDO DQG UHJXODWRU\ UHTXLUHPHQWYV
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8QGHU WKH &RPSDQLHV /DZ WKH DXGLW FRPPLWWHHW XWHWWBQYLVW RI
LOQGHSHQGHQFH FULWHULD DQG PXVW LQFOXGH DOO RI WKH FRPSDQ\TV
FRPPLWWHH LV UHTXLUHG WR EH DQ HI WHUQDO GLUHFY/®PW® BRGHW WKH
FRPPLWWHH FRQVLVWLQJ RI DW OHDVW WKUHH L QGHSHMK GRYGWR Q HURHIFAK
KDV DFFRXQWLQJ RU UHODWHG ILQDQFLDO PDQDJHPHQWHH[EMUWLVH (L
UHTXLUHG WR EH S LQGHSHQGHQW ™ DV VXFK WHUP LV GHILQHG LQ 5XOH

2XU DXGLW FRPPLWWHH FXUUHQWO\ FRQVLVWY RI 0V 5XWK $ORQ 0V (I
RI WKH PHPEHUVY DUH HIWHUQDO GLUHFWRUV RU LQGHSHQGHQW GLUHF\
PHPEHUVY DUH DOVR LQGHSHQGHQW DV GHILQHG LQ 6(& UXOHV DQG 1DV
KDV GHWHUPLQHG WKDW DOO PHPEHUV RI RXU DXGMWWHUBEBPWPX®®HWH WHKH\
DSSOLFDEOH UXOHV DQG UHJXODWLRQV RI WKH 6(& DQG WKH 1DVGDT U
OU 'HQQLVRQ 9HUX DQG OV (IlUDW ODNRY DUH DXGLW FRPPLWWHH ILQD(
KDYH WKH UHTXLVLWH ILQDQFLDO H[SHULHQFH DV GHILQHG E\ WKH 1DV

&RPSHQVDWLRQ FRPPLWWHH
8QGHU ERWK WKH &RPSDQLHV /DZ DQG 1DVGDT UXOHV ZHIDUH UHTXLUF

7KH UHVSRQVLELOLWLHY RI D FRPSHQVDWLRQ FRPPLWWR MW KIQ ERD WX H
RI GLUHFWRUV IRU XOWLPDWH VKDUHKROGHU DSSURYDO E\ D VSHFLDO
GLUHFWRUV DQG RIILFHUVY EDVHG RQ VSHFLILHG FULWKIULD UHYLHZLQJ
FRPSHQVDWLRQ SROLF\ IURP WLPH WR WLPH DQG DSSURYLQJ WKH DFW
SULRU WR DSSURYDO E\ WKH ERDUG RI GLUHFWRUV

7KH &RPSDQLHYV /DZ VWLSXODWHYVY WKDW WKH FRRWSWRVB W ICRQ FRWRUW V¥
FHUWDLQ LQGHSHQGHQFH FULWHULD DQG PXVW LQFOXGH DOO RI WKH F
FRQVWLWXWH D PDMRULW\ RI LWV PHPEHUV 7KH FKDMHW®DRI GNLKUHH FWR R
7KH UHPDLQLQJ PHPEHUY DUH UHTXLUHG WR PHHW FHUWDWR WE&GBHSHQC
UHJXODWLRQV JRYHUQLQJ WKH FRPSHQVDWLRQ RI HHWHUQDO GLUHFWR

8QGHU 1DVGDT UXOHV ZH DUH UHTXLUHG WR PDLQWIWLYZRFRPSHQVDWIL
LOQGHSHQGHQW GLUHFWRUV HDFK RI WKH PHPEHUV RI WKH FRPSHQVDW
1DVGDT UXOHVY UHODWLQJ WR FRPSHQVDWLRQ FRPPLWAWWHRPWHPEHUV ZI
LQGHSHQGHQFH RI ERDUG DQG FRPPLWWHH PHPEHUV

2XU FRPSHQVDWLRQ FRPPLWWHH FXUUHQWO\ FRQVLVWY RI 0V 5XWK $0O
RI WKH PHPEHUV H[FHSW IRU OU +DUG\ DUH H[WHUQDO GLUHFWRUV DV
PHPEHUY DUH LOQGHSHQGHQW DV GHILQHG LQ WKH 1DVGDT OLVWLQJ UH"

,QWHUQDO $XGLWRU

8QGHU WKH &RPSDQLHY /DZ WKH ERDUG RI GLUHFWRUV LV UHTXLUHG W
DXGLW FRPPLWWHH 7KH UROH RI WKH LQWHUQDO DXGLWRU LV WR H[DP
DFWLRQV FRPSO\ ZLWK DSSOLFDEOH ODZ DQG SURSHU EXVLQHVYV SURFF
SDUW\ D GLUHFWRU RU DQ RIILFHU RI WKH FRPSDQ\ RU D UHODWLYH R
RXU LOGHSHQGHQW DFFRXQWDQW RU D UHSUHVHQWDWLYH WKHUHRI OL
RIILFHU Rl )DKQ .DQQH &RQWURO ODQDJHPHQW /WG WKH %XVLQHVYV 5L
FXUUHQWO\ VHUYHV DV RXU LQWHUQDO DXGLWRU

JLGXFLDU\ 'XWLHV DQG $SSURYDO RI 5HODWHG 3DUW\ 7TUDQVDFWLRQV

JLGXFLDU\ GXWLHV RI GLUHFWRUV DQG RIILFHUV

, VUDHOL ODZ LPSRVHV D GXW\ RI FDUH DQG D GXW\ Rl OR\DOW\ RQ DOO
FDUH UHTXLUHV D GLUHFWRU RU RIILFHU WR DFW ZLWK WKH OHYHO RI F
VDPH SRVLWLRQ ZRXOG KDYH DFWHG XQGHU WKH VDPH FLUFXPVWDQFH)
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RWKHU WKLQJY D GXW\ WR XVH UHDVRQDEOH PHDQV XQGHU WKH FLUF
DJLYHQ DFWLRQ EURXJKW IRU KLV DSSURYDO RU SHUIRUPHG E\ YLUWXI
SHUWDLQLQJ WR VXFK DFWLRQ 7KH GXW\ RI OR\DOW\ UHTXLUHV WKH Gl
EHQHILW RI WKH FRPSDQ\

$SSURYDO RI UHODWHG SDUW\ WUDQVDFWLRQV

8QGHU WKH &RPSDQLHV /DZ D UHODWHG SDUW\ WUDQVDFWLRQ PD\ EH I
FRPSDQ\ $ WUDQVDFWLRQ WKDW LV QRW DQ H[WUDRUGLQDU\ WUDQVDF
LQWHUHVW UHTXLUHV WKH DSSURYDO RI WKH ERDUG RI GLUHFWRUV X
RWKHUZLVH ,I WKH WUDQVDFWLRQ LV DQ H{WUDRUGLQDU\ WUDQVDFWL|
ERDUG RI GLUHFWRUV DQG XQGHU FHUWDLQ FLUFXPVWDQFHV E\ WKH
WUDQVDFWLRQ LV D WUDQVDFWLRQ RWKHU WKDQ LQ WKH RUGLQDU\ FF
OLNHO\ WR KDYH D PDWHULDO LPSDFW RQ WKH FRPSDQ\TV SURILWDELO

3XUVXDQW WR WKH &RPSDQLHV /DZ H[WUDRUGLQDU\ WUDQVDFWLRQV L
LOQOWHUHVW UHTXLUH WKH DSSURYDO RI WKH DXGLW FRAPIFRQZVIMHHQRU WK
FRQQHFWLRQ ZLWK HPSOR\PHQW RU VHUYLFH ZLWK WKH FRPSDQ\ WKH
FRPSDQ\ 7KH VKDUHKROGHU DSSURYDO PXVW EH E\ D VLPSOH PDMRULMW
LQFOXGHYVY D VLPSOH PDMRULW\ RI WKH YRWHY FDVW E\ QRQ FRQWUROO
PDWWHU RU LL WKH WRWDO QXPEHU RI YRWHV RI VKDUHKROGHUV PHQ
WUDQVDFWLRQ GRHVY QRW H[FHHG RI WKH WRWDO YRWLQJ ULJKWV LQ

7KH &RPSDQLHYV /DZ SURKLELWY DQ\ GLUHFWRU ZKR KDV D SHUVRQDO L
SUHVHQW IRU WKH GLVFXVVLRQ DQG YRWLQJ SHUWDLQLQJ WR VXFK WU
IHYHUWKHOHVYVY D GLUHFWRU ZKR KDV D SHUVRQDO LQWHUHVW PD\ EH
PDMRULW\ RI WKH GLUHFWRUV RU PHPEHUV RI WKH DXGLW FRPPLWWHH
WUDQVDFWLRQ LQ WKLV FDVH KRZHYHU WKH WUDQVDFWLRQ DOVR UH"’

'LUHFWRU DQG RIILFHU FRPSHQVDWLRQ

8QGHU WKH &RPSDQLHYVY /DZ ZH DUH UHTXLUHG WR DSSURYH DW OHDVW
ZLWK UHVSHFW WR RXU GLUHFWRUV DQG RIILFHUV )ROORZLQJ WKH UHF
FRPSHQVDWLRQ SROLF\ PXVW EH DSSURYHG E\ RXU ERDUG RI GLUHFWRII
PXVW EH E\ D VLPSOH PDMRULW\ RI DOO YRWHV FDVW MRUIRYW\GRIGWKKD W
YRWHY FDVW E\ QRQ FRQWUROOLQJ VKDUHKROGHUYV KDYLQJ QR SHUVRC(C
YRWHV RI VKDUHKROGHUY PHQWLRQHG LQ FODXVH L DERYH ZKR YRWH
WRWDO YRWLQJ ULJKWV LQ WKH FRPSDQ\ ,Q JHQHUDO WKH WHUPV RI F
FRPSHQVDWLRQ XS WR WKH PD[LPXP DPRXQW VHW IRUWK LQ UHJXODWL
GLUHFWRUV WKH FKLHI HIHFXWLYH RIILFHU DQG DQ\ HPSOR\HH RU VHL
VKDUHKROGHU PXVW EH DSSURYHG VHSDUDWHO\ E\ WKH FRPSHQVDWLR!
VKDUHKROGHUY 7KH FRPSHQVDWLRQ WHUPV RI RWKHU RIILFHUV ZKR Ut
WKH DSSURYDO RI WKH FRPSHQVDWLRQ FRPPLWWHH DQG WKH ERDUG RI

'LUHFWRUVY 6HUYLFH &RQWUDFWYV

7KHUH DUH QR DUUDQJHPHQWY RU XQGHUVWDQGLQJV EHWZHHQ XV DQG
RXU GLUHFWRUV RQ WKH RWKHU KDQG SURYLGLQJ IRU EHQHILWV XSRC
GLUHFWRUV RI RXU FRPSDQ\ RU DQ\ RI RXU VXEVLGLDULHYV

(TXLW\ ,QFHQWLYH 30DQV

6KDUH 2SWLRQ 30DQ

2Q '"HFHPEHU RXU ERDUG RI GLUHFWRUYV DGRSWHG D VKDUH RSWI
WR SXUFKDVH RXU RUGLQDU\ VKDUHV WR RXU GLUHFWRUV RIILFHUV HI
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RXU DIILOLDWHG FRPSDQLHVY DV VXFK WHUP LV GHILQHG XQGHU WKH
DGPLQLVWHUHG E\ RXU ERDUG RI GLUHFWRUV RU D FRPPLWWHH WKDW Z
SXUSRVH RU WKH $GPLQLVWUDWRU

8QGHU WKH 30DQ ZH PD\ JUDQW RSWLRQV WR SXUFKDVH RUGLQDU\
L $SSURYHG FDSLWDO JDLQV 2SWLRQV WKURXJK D WUXVWHH ZKLFK
DFFRUGDQFH ZLWK 6HFWLRQ D RI WKH ,72 DQG JUDQWHG XQGHU WK
, 72 RU WKH $SSURYHG &DSLWDO *DLQV 2SWLRQV 7KH KROGLQJ SHUI
GDWH RI DOORFDWLRQ RI 2SWLRQV WR WKH WUXVWHH RU VXFK SHULRG
RI WKH ,72 RU DQ\ DSSOLFDEOH WD[ UXOLQJ RU JXLGHOLQHV LL $SSU
WUXVWHH JUDQWHG XQGHU WKH WD[ WUDFN VHW IRUWK LV 6HFWLRQ

2SWLRQV 7KH KROGLQJ SHULRG XQGHU WKLV WD[ WUDFN LV PRQWKYV
RU VXFK SHULRG DV PD\ EH GHWHUPLQHG LQ DQ\ DPHQGPHQW RI 6HFWL
WKH 2SWLRQV ZLOO QRW EH DOORFDWHG WKURXJK D WUXVWHH DQG ZL
8QDSSURYHG 2SWLRQV DQG LY L 2SWLRQV WKH 2SWLRQV ZLOO (
2SWLRQV VKDOO EH VXEMHFW WR WD[DWLRQ SXUVXDQW WR 6HFWLRQ

2SWLRQV SXUVXDQW WR WKH ILUVW WKUHH WD[ WUDFNV XQGHU 6HFWL
GLUHFWRUV DQG WKH JUDQW RI 2SWLRQV XQGHU 6HFWLRQ L FDQ EH <
VKDUHKROGHUY D FRQWUROOLQJ VKDUHKROGHU LV GHILQHG XQGHU Wk
GLUHFWO\ RU LQGLUHFWO\ DORQH RU WRIJHWKHU ZLWK D SUHODWLYH ~
FDSLWDO RU RI WKH YRWLQJ SRZHU LL WKH ULJKW WR KROG DW OF
WKH YRWLQJ SRZHU RU WKH ULJKW WR SXUFKDVH VXFK ULJKWV LLL V
SURILWY RU LY WKH ULJKW WR DSSRLQW D FRPSDQ\fV GLUHFWRU *U
RSWLRQV WKDW DUH VXEMHFW WR WKH DSSOLFDEOH WD[ ODZV LQ WKHL

‘H GHWHUPLQH LQ RXU VROH GLVFUHWLRQ XQGHU ZKLFK RI WKH ILUVW
ZH QRWLI\ WKH *UDQWHH LQ D JUDQW OHWWHU DV WORNWIKHQEOHFWHG W
FRQWUROOLQJ VKDUHKROGHUVY FDQ RQO\ EH JUDQWHG 6HFWLRQ L 2S)

7KH QXPEHU Rl RUGLQDU\ VKDUHV DXWKRUL]JHG WR EH LVVXHG XQGHU W
DQ\ LQFUHDVH RU GHFUHDVH LQ WKH QXPEHU RI RUGLQDU\ VKDUHV LVV
FKDQJH LQ RXU FDSLWDOL]DWLRQ VSOLW FRPELQIFKDRQHUHADDVVXDP
RI ULJKWV WR SXUFKDVH RUGLQDU\ VKDUHV RU SD\PHQW RI D GLYLGHQ!
DQG WKH QXPEHU RI RUGLQDU\ VKDUHV VKDOO EH URXQGHG XS WR WKH

,Q WKH HYHQW RI'D L PHUJHU RU FRQVROLGDWLRQ LQ ZKLFK ZH LQ WI
/WG LV QRW WKH VXUYLYLQJ HQWLW\ RU SXUVXDQW WR ZKLFK WKH RW
SDUHQW FRPSDQ\ RU WKDW SXUVXDQW WR ZKLFK $QFKLDQR 7KHUDSHXMW
HQWLW\ KROGYV RU PRUH RI $QFKLDQR 7KHUDSHXWLFV /WG YRWLQJ L
RI RXU RUGLQDU\ VKDUHV LLL WKH VDOH RI DOO RU VXEVWDQWLDOO\
VLPLODU LPSDFW WKH &RPSDQ\ PD\ HIFKDQJH DOO RI LWV RXWVWDQGL
UHPDLQ XQH[HUFLVHG SULRU WR DQ\ VXFK WUDQVDFWLRQ IRU RSWLRQV
WKRVH RI DQ DIILOLDWHG FRPSDQ\ IROORZLQJ WKH FRQVXPPDWLRQ RI

8QOHVV RWKHUZLVH GHWHUPLQHG E\ WKH $GPLQLVWUDWRU WKH H[HUF
ZLOO EH WKH DYHUDJH RI WKH PDUNHW SULFH RI WKH &RPSDQ\TV RUGL(
GDWH RQ ZKLFK RXU ERDUG RI GLUHFWRUV DXWKRUL]JHG WKH JUDQW RI
FDQQRW EH ORZHU WKDQ WKH PDUNHW SULFH DW WKH FORVH RI WKH W
GLUHFWRUV 7KH H[HUFLVH SULFH ZLOO EH VSHFLILHIGQLDKWKKHI WKBQW C
*UDQWHH QRWLILHV RI WKH GHFLVLRQ WR JUDQW KLP KHU 2SWLRQV XQf¢

8QOHVVY RWKHUZLVH GHWHUPLQHG E\ WKH $GPLQLVWUDWAR/W HGKB Q& W L f
PD\ EH H[HUFLVHG LQ HTXDO SRUWLRQV RI RI WKH WRWDO QXPEH
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TXDUWHU IROORZLQJ WKH GD\ WKH 2SWLRQV ZHUH JUDQWHG 8QOHVV R
2SWLRQV PD\ EH H[HUFLVHG IRU WHQ \HDUV IROORZLQJ WKH GDWH RI Jl
*UDQWHH LV HPSOR\HG E\ WKH &RPSDQ\ RU E\ DQ DIILOLDWHG FRPSDQ\
DIILOLDWHG FRPSDOQ\

7KH $GPLQLVWUDWRU PD\ LQ LWV DEVROXWHRXQWBUBQYWREG X¢EHO HWIDHN
30DQ RU DQ\ SRUWLRQ RI ZKLFK ZLOO YHVW

8QOHVV RWKHUZLVH GHWHUPLQHG E\ WKH $GPLQLVQW 2R W H.IQP WEBIWHHYC
QRW IRU &DXVH DV GHILQHG LQ WKH 30DQ WKH *UDQWHH PD\ H[HU
DV RI WKH GDWH RI VXFK WHUPLQDWLRQ XQWLO WKH HQG RI WKH VSHFL
SRUWLRQ RI WKH 2SWLRQV WKDW KDG QRW YHVWHG DW VXFK GDWH ZL(
WHUPV Rl WKH 30DQ

(TXLW\ %DVHG ,QFHQWLYH 30DQ

2Q YHEUXDU\ RXU ERDUG RI GLUHFWRUV DGRSWHG RXU (TXLW
DOORFDWH D YDULHW\ RI VKDUH EDVHG DZDUGV WR RXU GLUHFWRUV R
SURYLGHUV DQG WKRVH RI RXU DIILOLDWHV FRPSDQLHV WKDW FRQWU|

FROQOWURO ZLWK XV RU WKH 3DUWLFLSDQWYV 7KH 30DQ LV FXUUHQW
EH DGPLQLVWHUHG E\ D FRPPLWWHH GHVLIJIQDWHG E\ RXU ERDUG RI GLL
8QGHU WKH 30DQ ZH PD\ JUDQW RSWLRQV WR SXUFKDVH RUGLQDU\

UHVWULFWHG VKDUH XQLWY DQG RWKHU DZDUGYV EDVHG RQ RXU RUGLQ
PD\ JUDQW $ZDUGV XQGHU WKH VDPH IRXU WUDFNV DV GHVFULEHG DER®
VDPH FRQGLWLRQV DV DSSO\ IRU WKH 30DQ ,Q DGGLWLRQ ZH PD\ J
VWRFN RSWLRQV WR 3DUWLFLSDQWY ZKR DUH UHVLGHQWVFRES /W \8 @KWR
DUH UHVLGHQWY RI RWKHU FRXQWULHY WKDW FRPSO\ ZLWK WKH ODZV

7KH QXPEHU Rl RUGLQDU\ VKDUHV DXWKRUL]JHG WR EH LVVXHG XQGHU W
DQ\ LQFUHDVH RU GHFUHDVH LQ WKH QXPEHU RI RUGLQDU\ VKDUHV LVV
FKDQJH LQ RXU FDSLWDOL]DWLRQ VSOLW FRPELQIFKDRQH UHRYXD\QAHF
ULJKWV WR SXUFKDVH RUGLQDU\ VKDUHV RU SD\PHQW RI D GLYLGHQG

WKH QXPEHU RI RUGLQDU\ VKDUHV VKDOO EH URXQGHG GRZQ WR WKH F

,Q WKH HYHQW RI'D L PHUJHU FRQVROLGDWLRQ DPDOJDPDWLRQ RU W
DFTXLVLWLRQ LQFOXGLQJ DQ H[FKDQJH RI DOO RU VXEVWDQWLDOO\ D
VXEVWDQWLDOO\ DOO RI RXU DVVHWY RU LY DQ\ RWKHU HYHQW GHWH
WKHQx2xXQOHVV RWKHUZLVH GHWHUPLQHG E\ RXU ERDUG RI GLUHFWRU
WKHQ RXWVWDQGLQJ ZLOO EH DVVXPHG RU DQ HTXLYDOHQW $ZDUG VKD
VXEVWDQWLDOO\ WKH VDPH WHUPV DV WKH $ZDUG

7KH H[HUFLVH SULFH RI DQ RSWLRQ JUDQWHG XQGHU WKH 30DQ ZLO
RI WKH &RPSDQ\fV RUGLQDU\ VKDUHV RQ WKH GDWH RI JUDQW VXEMHF
7KH $GPLQLVWUDWRU GHWHUPLQHYV WKH YHVWLQJ SURYLVLRQV IRU HDF
WLPH DW ZKLFK RSWLRQV JUDQWHG XQGHU WKH 30DQ ZLOO YHVW 8
RSWLRQV PD\ EH H[HUFLVHG IRU WHQ \HDUV ILYH \HDUV LQ WKH FDVH F
VKDUHKROGHU DQG DV ORQJ DV WKH 3DUWLFLSDQW LV HPSOR\HG E\ W
SURYLGHYV VHUYLFHVY WR WKH &RPSDQ\ RU DQ DIILOLDWHG FRPSDQ\ I
WKDQ IRU FDXVH WKH 3DUWLFLSDQW PD\ JHQHUDOO\ H[HUFLVH YHVWH(

$V RI -DQXDU\ RXU ERDUG RI GLUHFWRUV KDV DSSURYHG WKH LV\
SXUFKDVH RUGLQDU\ VKDUHV FXUUHQWO\ RXWVWDQGLQJ DW DQ
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7KH IROORZLQJ WDEOH VHWV IRUWK LQIRUPDWLRQ ZLWK UHVSHFW WR V
WKH GDWH RI WKLV SURVSHFWXV DQG DIWHU WKLV RIITHULQJ E\

$+ HDFK SHUVRQ RU HQWLW\ NQRZQ E\ XV WR RZQ EHQHILFLDOO\ RU P
$+ HDFK RI RXU GLUHFWRUV DQG H[HFXWLYH RIILFHUV LQGLYLGXDOO\ T

+DOO RI RXU H[HFXWLYH RIILFHUV DQG GLUHFWRUV DV D JURXS

7KH EHQHILFLDO RZQHUVKLS RI RXU RUGLQDU\ VKDUHV LV GHWHUPLQHC
WKHVH UXOHV D SHUVRQ LV GHHPHG WR EH D EHQHILFLDO RZQHU RI D
ZKLFK LQFOXGHV WKH SRZHU WR YRWH RU WR GLUHFW WKH YRWLQJ RI \
SRZHU WR GLVSRVH Rl RU WR GLUHFW WKH GLVSRVLWLRQ RI WKH VHFEX!
VKDUHV LVVXDEOH SXUVXDQW WR RSWLRQV WKDW DUH FXUUHQWO\ H[H!
SURVSHFWXV LI DQ\ WR EH RXWVWDQGLQJ DQG WR EH EHQHILFLDOO\ R
IRU WKH SXUSRVHV RI FRPSXWLQJ WKH SHUFHQWDJH RZQHUVKLS RI WKI
IRU WKH SXUSRVH RI FRPSXWLQJ WKH SHUFHQWDJH RZQHUVKLS RI DQ\ |
EHQHILFLDOO\ RZQHG DIWHU WKH RIIHULQJ LV EDVHG RQ 606606 RUGLQD
RITHULQJ ZKLFK LQFOXGHV WKH $'6V EHLQJ RIIHUHG IRU VDOH LQ WKLV
EHQHILFLDOO\ RZQHG SULRU WR WKH RIIHULQJ LV EDVHG RQ RU
SURVSHFWXV

7KH SHUFHQWDJHV RI RUGLQDU\ VKDUHYV EHQHILFLDOO\ RZQHG DIWHU W
H[HUFLVH WKHLU RYHU DOORWPHQW RSWLRQ WR SXUFKDVH DGGLWLRQECL
ULJKWV XQGHUO\LQJ WKH RUGLQDU\ VKDUHVY DQG ZDUUDQWYV IURP WKH
3'HVFULSWLRQ RI 6KDUH &DSLWDO" IRU DGGLWLRQDO LQIRUPDWLRQ RQ
LQGLFDWHG ZH EHOLHYH EDVHG RQ LQIRUPDWLRQ IXUQLVKHG WR XV E
RUGLQDU\ VKDUHY OLVWHG EHORZ KDYH VROH LQYHVWPHQW DQG YRWL!

1RQH RI RXU VKDUHKROGHUV KDV GLITHUHQW YRWLQJ ULJKWV IURP RWK
DUUDQJHPHQW WKDW PD\ DW D VXEVHTXHQW GDWH UHVXOW LQ D FKDC
UHJLVWUDWLRQ VWDWHPHQW WKHUH ZHUH QR UHFRUG KROGHUV RI RXI

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUY DQG RU FHUWDLQ RI WKHLU
DQ DJJUHJDWH RIx PLOOLRQ RI WKH $'6V LQ WKLV RITHULQJ DW WKF
LOQOWHUHVW DUH QRW ELQGLQJ DJUHHPHQWY WR SXUFKDVH DQG WKHVH
SXUFKDVH IHZHU $'6V WKDQ WKH\ LQGLFDWH LQWHUHVW LQ SXUFKDVLQ
GHWHUPLQH WR VHOO IHZHU $'6V WR WKHVH VKDUHIORMHEGHDY DQW HRUMH W\
SXUFKDVLQJ RU QRQH DW DOO 7KH IROORZLQJ WDEOH GRHV QRW UHIO

8QOHVV RWKHUZLVH QRWHG EHORZ HDFK VKDUHKROGHUWKV7/BHEKUHVYV LV
9LOODJH *LYDW 5DP 32 %R] -HUXVDOHP ,2VUDHO

6KDUHV %HQHILFLDEX®D\WUHY %HQHILFLDOO\
2ZQHG 3ULRU WR 21PHWQIHGE $IWHU 21ITHULQJ

IDPH RI %HQHILFLDO 2ZQHU 1XPEHU BHUFHQWDXPEHU 3HUFHQWDJH

RU JUHDWHU VKDUHKROGHUYV

&0DO %LRWHFKQRORJ\ ,QGXVWULHV /WG
6KDYLW &DSLWDO )XQGV

(GJHZDWHU 3DUWQHU +ROGLQJV /WG
3DOLVDGH OHGLFDO (TXLW\ , /3
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6KDUHV %HQHILFLDEKDUHY %HQHILFLDOO\
2ZQHG 3ULRU WR 2112QHGE $IWHU 211HULQJ

1DPH RI %HQHILFLDO 2ZQHU 1XPEHU 3HUFHQWDIDHPEHU 3HUFHQWDJH
'LUHFWRUV DQG H[HFXWLYH RIILFHUV

‘U J)UDQN * +DOXVND

-RQDWKDQ %XUJLQ

'U 'DYLG .HUVWHLQ 2 2 2 2

'U 5RQ .QLFNHUERFNHU

'U OLFKDO *LORQ 2KHY =LRQ

6HDQ 'DO\

'U 6WHSKHQ +RIIPDQ 2 2 2 2

5XWK $ORQ

5REHUW &RQQHOO\ 2 2 2 2

5HIJLQDOG +DUG\ 2 2 2 2

'U /DZUHQFH +RZDUG 2 2 2 2

,VDDF .RKOEHUJ 2 2 2 2

(IUDW ODNRY 2 2 2 2

'"HQQLVRQ 9HUX 2 2 2 2

$00 GLUHFWRUV DQG H[HFXWLYH RIILFHUV DV D JURXS

SHUVRQV

/HVV WKDQ RQH SHUFHQW

&RQVLVWV RI RUGLQDU\ VKDUHV DQG ZDUUDQWYV WR SXUFKDVH RUGLQDL
RXWVWDQGLQJ VKDUHV RI DQG FRQWUROV &0DO %LRWHFKQRORJ\ ,QGXVWULHV /WG
VKDUHV DUH SXEOLFO\ KHOG DQG OLVWHG RQ WKH 7$6( &ODO ,QGXVWULHV /WG LV Zk
‘LYHUVLILHG +ROGLQJV 6 j UO ZKLFK LV RZQHG E\ $, 'LYHUVLILHG 3DUHQW 6 jUO Z
$,'+ [LPLWHG $,'+ /LPLWHG LV FRQWUROOHG E\ $, 606 / 3/& RRU$ $ 600 6RBEFHV P DRIGRKNY WU
WKH HTXLW\ RI $, 606 DQG $FFHVV ,QGXVWULHV //& RU //& KROGV D PDMRULW\ RI Wk
,QGXVWULHY ODQDJHPHQW //& RU $,0 FRQWUROV //& DQG $,+ DQG /HQ %ODYDWQLN F
/IWG DQG &%, LV 7ULDQJOH 7RZHU  $]JULHOL &HQWHU 7HO $YLY ,VUDHO DQG WKF
IWG DQG &%, LV :HVW WK 6WUHHW WK )ORRU 1HZ <RUN 1<

&RQVLVWV RI RUGLQDU\ VKDUHV DQG ZDUUDQWYV WR SXUFKDVH RUGLQDL
ZDUUDQWY WR SXUFKDVH RUGLQDU\ VKDUHV KHOG E\ 6KDYLW &DSLWDO )XQG ,,
SXUFKDVH RUGLQDU\ VKDUHV KHOG E\ 6KDYLW &DSLWDO )XQG ,VUDHO / 3
RUGLQDU\ VKDUHV KHOG E\ 6KDYLW &DSLWDO )XQG ,9 86 /3 DQG RUGLQD
RUGLQDU\ VKDUHV KHOG E\ 6KDYLW &DSLWDO )XQG ,VUDHO /3 FROOHFWLYHO\ Wt
86 /3 DQG 6KDYLW &DSLWDO )XQG ,VUDHO /3 LV 6KDYLW &DSLWDO )XQG *3 / 3

*3 /WG LQ LWV FDSDFLW\ DV WKH JHQHUDO SDUWQHU 7KH JHQHUDO SDUWQHU RI 6KI
,VUDHO /3 LV 6KDYLW &DSLWDO )XQG *3 /3 ZKLFK LV PDQDJHG E\ 6KDYLW &DSLW
JHQHUDO SDUWQHU 7KH FRQWUROOLQJ VKDUHKROGHU RI 6KDYLW &DSLWDO ODQDJHPF
FRPSDQ\ WKH FRQWUROOLQJ VKDUHKROGHU RI ZKLFK LV *DU\ /HLEOHU 7KHUHIRUH 0l
GHFLVLRQV RI WKH )XQGV 7KH DGGUHVV RI HDFK Rl WKH IRUHJRLQJ RWKHU WKDQ 0U
ODOKD -HUXVDOHP ,VUDHO 7KH DGGUHVV RI OU /HLEOHU LV D *LGRQ 6WUHHW

&RQVLVWY HQWLUHO\ RI RUGLQDU\ VKDUHV (GJHZDWHU 3DUWQHU +ROGLQJV /WG LV L
PD\ EH GHHPHG WR EHQHILFLDOO\ RZQ WKH RUGLQDU\ VKDUHVY EHQHILFLDOO\ RZQHG E
EXVLQHVYVY DGGUHVV LV F R (GJHZDWHU 3DUWQHU +ROGLQJV /WG 1RYDVDJH &KDPEHU

&RQVLVWY HQWLUHO\ RI RUGLQDU\ VKDUHV 3DOLVDGH OHGLFDO (TXLW\, /3 LV EHQHI
H[HFXWLYH RIILFHU RI LWV LQYHVWPHQW PDQDJHU YV 3 Be®ILUMIDGH PEOD SHHWY G 8 HIDH®D WHRP HA @Y
RZQ WKH RUGLQDU\ VKDUHV EHQHILFLDOO\ RZQHG E\ 3DOLVDGH OHGLFDO (TXLW\ , /3

OHGLFDO (TXLW\ 2QH %ULGJH 30D]D 6XLWH JRUW /HH 1HZ -HUVH\ 8QLWHG 6W
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7KH IROORZLQJ LV D GHVFULSWLRQ Rl WKH PDWHULD/Q QWHDWKXBFWLRQYV
EHIJLQQLQJ RI ILVFDO \HDU ‘H EHOLHYH WKDW ZH KDYH H[HFXWHG D
WHUPV QR OHVV IDYRUDEOH WR XV WKDQ WKRVH ZH FRXOG KDYH REWDI

8SRQ WKH FRQVXPPDWLRQ RI WKLV RIITHULQJ ZH ZLOO KDYH DGRSWHG I
WKDW RXU ERDUG RI GLUHFWRUV DFWLQJ WKURXJK RXU DXGLW FRPPLW
UDWLILFDWLRQ RI UHODWHG SDUW\ WUDQVDFWLRQVDEMHMZ IBSBQ WY DQG L
WUDQVDFWLRQV DUH VXEMHFW WR VSHFLDO DSSURYDB® DIQTXEEEHPR QM
5HODWHG 3DUW\ TUDQVDFWLRQV ~

(PSOR\PHQW $JUHHPHQWYV

‘H KDYH HOQOWHUHG LQWR ZULWWHQ HPSOR\PHQW DJUHHPRIRRQYWWVZLWK HD|
SURYLGH IRU QRWLFH SHULRGV RI YDU\LQJ GXUDWLRQ IRU WHUPLQDWLI
RINLFHU GXULQJ ZKLFK WLPH WKH H[HFXWLYH RIILFNU Z{IO\VOHFRQWLQXH
DJUHHPHQWY DOVR FRQWDLQ FXVWRPDU\ SURYLVLRQV UHJDUGLQJ QRQI
DVVLIQPHQW RI LQYHQWLRQV +RZHYHU WKH HQIRUFHDELOLW\ RI WKH
DSSOLFDEOH ODZ 6HH 35LVN )DFWRUVx2x5LVNV 5HP®DORHEHQRYV 2XWZ¥S U
PD\ QRW EH DEOH WR HQIRUFH FRYHQDQWY QRW WR FRPSHWH" IRU D IX
FRPSHWLWLRQ FODXVHV )RU IXUWKHU LQIRUPDWLRQ VHH 30DQDJHPHQ

'LUHFWRUV DQG 2IILFHUV ,QVXUDQFH 3ROLF\

2XU DUWLFOHYV RI DVVRFLDWLRQ SHUPLW XV WR LQVXUH HDFK RI RXU G
WKH &RPSDQLHYVY /DZ :H KDYH REWDLQHG 'LUHFWRUYV DQG 2IILFHUV LQV!
GLUHFWRUV

BULYDWH )LQDQFLQJV

,Q )HEUXDU\ &%, ZKLFK DW WKH WLPH ZDV RXU FRQWUROOLQJ VKDL
SULQFLSDO DPRXQW RIx PLOOLRQ ZKLFK ZDV SHQGLQJ FRPSOHWLRC
GHVFULEHG EHORZ DQG VXEVHTXHQWO\ SURYLGHG DQ DGGLWLRQDO
XQSDLG SULQFLSDO DPRXQW Rl WKH EULGJH ILQDQFLQJ ERUH DQQXDO |
BWDWHV 7UHDVXU\ ELOOV 7KH UHSD\PHQW RI WKH EULGJH ILQDQFLQJ Z
WK H PLOOLRQ SXUFKDVH SULFH RI WKH VHFXULWLHV DFTXLUHG E\ &
GHVFULEHG EHORZ

3XUVXDQW WR D 6HFXULWLHV 3XUFKDVH $JUHHPHQW GDWHG ODUFK
WKHUHLQ LQ -XQH ZH LVVXHG RUGLQDU\ VKDUHV DQG ZDUUL
RUGLQDU\ VKDUHYVY DV ZHOO DV SULFH SURWHFWLRQ DQG FHUWDLQ RWt!
RUGLQDU\ VKDUHYVY DPRXQWHG WR PLOOLRQ 7KH ZzDUUDQWY FDQ EH
GHQRPLQDWHG SULFH RI 1,6 SHU VKDUH DSSUR[LPDWHO\ SHU V
ZDUUDQWY DUH H[HUFLVHG LW ZRXOG UHVXOW LQ DJJUHJDWH JURVV S
H[SHQVHV ZHUH DSSUR[LPDWHO\ PLOOLRQ )RU LQIRUPDWLRQ UHJDU
Rl 6KDUH &DSLWDO ~ )RU LQIRUPDWLRQ UHJDUGLQJ WKH FXUUHQW VKDL
33ULQFLSDO 6KDUHKROGHUYV ~’

,QIRUPDWLRQ 5LJKWV $JUHHPHQW

‘H KDYH HQWHUHG LQWR DQ LQIRUPDWLRQ ULJKWYV DJUHHPHQW HIIHFW
SULQFLSDO VKDUHKROGHUV &%, 7KH LQIRUPDWLRQ ULJKWYV DJUHHPHQ
TXDUWHUO\ ILQDQFLDO VWDWHPHQWY DXGLWRU FRQVHQW OHWWHUV D
UHTXLUHG E\ &%, WR HQDEOH LW WR SUHSDUH LWV ILQDQFLDO VWDWHP
WKDW ZH SURYLGH &%, ZLWK LQIRUPDWLRQ PDWHULDO WR WKH &RPSDQ
DSSOLFDEOH WR &%, DV ZHOO DV FHUWDLQ RWKHU PDWHULDO
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LQIRUPDWLRQ RI WKH &RPSDQ\ 7KH LQIRUPDWLRQ ULJKWV DJUHHPHQW
WHUPLQDWHY ZKHQ &%, DQG DQ\ FRPSDQ\ WKDW FRQWUROV &%, LV QR
XV SXUVXDQW WR WKH ,VUDHOL 6HFXULWLHV /DZ RU WKH ([FKDQJH $FW

SDUWLFLSDWLRQ LQ WKH 2IIHULQJ

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUY KDYH LQGLFDWHG DQ LQWH
RI WKH $'6V LQ WKLV RIITHULQJ DW WKH LQLWLDO SXEOLF RIIHULQJ SULF
DJUHHPHQWY WR SXUFKDVH DQG WKHVH VKDUHKROGHARUDR&YRU WKHL!
WKDQ WKH\ LQGLFDWH LQWHUHVW LQ SXUFKDVLQJ RU QRQH DW DOO ,(
$'6V WR WKHVH VKDUHKROGHUY DQG RU WKHLU DIIL®LDQW HFUWXPD@HWKM \
DOO 7KH XQGHUZULWLQJ GLVFRXQW IRU WKH $'6V VROG WR VXFK VKDU
XQGHUZULWLQJ GLVFRXQW IRU WKH $'6V VROG WR WKH SXEOLF
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'(6&5,37,21 2) 6+$5( &$3,7$/

7KH IROORZLQJ GHVFULSWLRQ RI RXU VKDUH FDSLWDO DQG SURYLVLRQ
HITHFWLYH XSRQ WKH FORVLQJ RI WKLV RITHULQJ DUH VXPPDULHV DQG

*HQHUDO
8SRQ WKH FORVLQJ RI WKLV RITHULQJ RXU DXWKRUL]JHG VKDUH FDSLWD
YDOXH RI ZKLFK VKDUHV ZLOO EH LVVXHG DQG RXWVWDQGLQJ

WKHLU RYHU DOORWPHQW RSWLRQ WR SXUFKDVH DGGLWLRQDO $'6V DQ
RUGLQDU\ VKDUHV DQG ZDUUDQWY DUH WULJJHUHG E\ WKLV RIITHULQJ D

$00 RI RXU RXWVWDQGLQJ RUGLQDU\ VKDUHYV DUH YDOLGO\ LVVXHG X!
QRW UHGHHPDEOH DQG GR QRW KDYH DQ\ SUHHPSWLYH ULJKWYV

$V RI -DQXDU\ RI RXU RUGLQDU\ VKDUHY DUH LVVXDEOH XS
-XQH IXQGUDLVLQJ DOO RI ZKLFK ZHUH YHVWHG DV RI VXFK GDWH
SULFH RI 1,6 SHU VKDUH DSSUR[LPDWHO\ DV RI -DQXDU\

UHFHLYHG FHUWDLQ SULFH SURWHFWLRQ ULJKWYV ZLWK UHVSHFW WR W
VKDUH LVVXH E\ XV ZKHUHLQ WKH SULFH SHU VKDUH LQ VXFK IXWXUH L)\
RYHU WKH SULFH SHU VKDUH LQ WKH -XQH IXQGUDLVLQJ

2XU PDQDJHPHQW DQWLFLSDWHY WKDW WKHVH SULRH FHWIRQNHBWVYRPLQU.
WKHVH SULFH SURWHFWLRQ ULJKWY DUH WULJJHUHG E\ WKLV RIITHULQJ

DGGLWLRQDO RUGLQDU\ VKDUHYVY DQG ZDUUDQWY UHSUHVHQWLQJ
LQLWLDO SXEOLF RITHULQJ SULFH RIx SHU $'6 ZKLFK LV EDVHG RQ
VKDUHV RQ WKH 7$6( RQ -DQXDU\ R1x SHU RUGLQDU\ VKDUH

SURWHFWLRQ ULJKWYVY ZLOO WHUPLQDWH DIWHU WKH FORVLQJ RI WKLV I

5HILVWUDWLRQ 1XPEHU DQG 3XUSRVHV RI WKH &RPSDQ\

2XU UHJLVWUDWLRQ QXPEHU ZLWK WKH ,VUDHOL 5HJLVWUDU RI &RPSDQ
DUWLFOHV RI DVVRFLDWLRQ LV WR HQJDJH LQ DQ\ ODZIXO DFWLYLW\

9RWLQJ 5LIJKWV DQG &RQYHUVLRQ
$00 RUGLQDU\ VKDUHV ZLOO KDYH LGHQWLFDO YRWLQJ DQG RWKHU UL:

7TUDQVIHU RI 6KDUHYV

2XU IXOO\ SDLG RUGLQDU\ VKDUHV DUH LVVXHG LQ UHJLVWHUHG IRUP D
DVVRFLDWLRQ XQOHVV WKH WUDQVIHU LV UHVWULFWHG RU SURKLELWEF
VWRFN H[FKDQJH RQ ZKLFK WKH VKDUHVY DUH OLVWHG IRU WUDGH 7KH |
UHVLGHQWYVY RI ,VUDHO LV QRW UHVWULFWHG LQ DQ\ ZD\ E\ RXU DUWLFC
H[FHSW IRU RZQHUVKLS E\ QDWLRQDOV Rl VRPH FRXQWULHY WKDW DUH

(OHFWLRQ RI 'LUHFWRUYV

2XU RUGLQDU\ VKDUHVY GR QRW KDYH FXPXODWLYH YRWLQJ ULJKWV IRU
PDMRULW\ RI WKH YRWLQJ SRZHU UHSUHVHQWHG DW D VKDUHKROGHUV
VXEMHFW WR WKH VSHFLDO DSSURYDO UHTXLUHPHQWYV IRU HIWHUQDO C
S0DQDIJHPHQWx2x([WHUQDO 'LUHFWRUV ~

8QGHU RXU DUWLFOHV RI DVVRFLDWLRQ RXU ERDUG RI GLUHFWRUV P X\
HOHYHQ GLUHFWRUV LQFOXGLQJ HI[WHUQDO GLUHFWRUV 3XUVXDQW Wi
GLUHFWRUV IRU ZKRP VSHFLDO HOHFWLRQ UHTXLUHPHQWY DSSO\ XQGt
GLUHFWRU LV D VLPSOH PDMRULW\ YRWH RI KROGHUV RI RXU YRWLQJ V
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,Q DGGLWLRQ RXU DUWLFOHV RI DVVRFLDWLRQ DOORZ RXU ERDUG RI G
ZKLFK RFFXUUHG IRU DQ\ UHDVRQ RU DV DGGLWLRQDO GLUHFWRUV SUF
H[FHHG WKH PD[LPXP QXPEHUV RI GLUHFWRUV PHQWLRQHG DERYH 7KH
LQ HITHFW XQWLO WKH IROORZLQJ DQQXDO JHQHUDO PHHWLQJ RI WKH V
DFFRUGDQFH ZLWK RXU DUWLFOHV RI DVVRFLDWLRQ

2XU HfIWHUQDO GLUHFWRUV KDYH D WHUP RI RIILFH RI WKUHH \HDUV XQ
WKUHH \HDU WHUPV XQGHU WKH FLUFXPVWDQFHY GHVFULEHG DERYH (]
XQGHU WKH OLPLWHG FLUFXPVWDQFHYV VHW IRUWK L QLWHKHWRPSEDIRIUHBD
GHVFULSWLRQ RI WKH SURFHGXUH IRU WKH HOHFWLRQ DQG GLVPLVVDO
DUWLFOHV RI DVVRFLDWLRQ GLUHFWRUV RWKHU WKD@ FHHWWUQD ® IGW K}
VKDUHKROGHUY DQG VHUYH RQ WKH ERDUG XQWLO WKH IROORZLQJ DQC
DUH UHPRYHG E\ D PDMRULW\ RI RXU VKDUHKROGHUVY DW D JHQHUDO RU
RFFXUUHQFH RI FHUWDLQ HYHQWY LQ DFFRUGDQFH ZLWK WKH &RPSDQI

'LYLGHQG DQG /LTXLGDWLRQ 5LIJIKWV

‘H PD\ GHFODUH D GLYLGHQG WR EH SDLG WR WKH KROGHUV RI RXU RUC
VKDUHKROGLQJY 8QGHU WKH &RPSDQLHV /DZ GLYLGHQG GLVWULEXWLF
QRW UHTXLUH WKH DSSURYDO RI WKH VKDUHKROGHUV RI D FRPSDQ\ XQ!
RWKHUZLVH 2XU DUWLFOHV RI DVVRFLDWLRQ GR QRW UHTXLUH VKDUHK
WKDW GLYLGHQG GLVWULEXWLRQV PD\ EH GHWHUPLQHG E\ RXU ERDUG

3XUVXDQW WR WKH &RPSDQLHV /DZ WKH GLVWULEXWLRQ DPRXQW LV Ol
JHQHUDWHG RYHU WKH SUHYLRXV WZR \HDUV DFFRUGLQJ WR RXU WKHC(
SURYLGHG WKDW WKH GDWH RI WKH ILQDQFLDO VWDWHPHQWYV LV QRW F
RU ZH PD\ GLVWULEXWH GLYLGHQGY WKDW GR QRW PHHW VXFK FULWHU
SHUPLWWHG WR GLVWULEXWH D GLYLGHQG LI RXU ERDUG RI GLUHFWRU
UHDVRQDEOH FRQFHUQ WKDW SD\PHQW RI WKH GLYLGHQG ZLOO SUHYHC
REOLIJDWLRQV DV WKH\ EHFRPH GXH $V RI 6HSWHPEHU ZH GLG Q
&RPSDQLHV /DZ

,Q WKH HYHQW RI RXU OLTXLGDWLRQ DIWHU VDWLVIDFWLRQ RI OLDELO
KROGHUV RI RXU RUGLQDU\ VKDUHV LQ SURSRUWLRQ WR WKHLU VKDUHE¥
GLYLGHQGYV PD\ EH DIIHFWHG E\ WKH JUDQW RI SUHIHUHQWLDO GLYLGH
VKDUHV ZLWK SUHIHUHQWLDO ULJKWV WKDW PD\ EH DXWKRUL]JHG LQ WK

([FKDQJH &RQWUROV

7KHUH DUH FXUUHQWO\ QR ,VUDHOL FXUUHQF\ FRQWURO UHVWULFWLRQ
SURFHHGV IURP WKH VDOH RI WKH VKDUHVY RU LOQWHUHVW RU RWKHU SD

6KDUHKROGHU OHHWLQJV

8QGHU ,VUDHOL ODZ ZH DUH UHTXLUHG WR KROG DQ DQQXDO JHQHUDO
WKDW PXVW EH KHOG QR ODWHU WKDQ PRQWKYV DIWHU WKH GDWH RI !
PHHWLQJV RWKHU WKDQ WKH DQQXDO PHHWLQJ RI VKDUHKROGHUV DUH
PHHWLQJYV 2XU ERDUG RI GLUHFWRUYV PD\ FDOO VSHRIGD®OMHHW Z QWK [Z&
RXWVLGH RI ,VUDHO DV LW PD\ GHWHUPLQH ,Q DGGLWLRQ WKH &RPSD
UHTXLUHG WR FRQYHQH D VSHFLDO PHHWLQJ XSRQ WKH ZULWWHQ UHTX
WKH PHPEHUV RI RXU ERDUG RI GLUHFWRUV RU LL RQH RU PRUH VKDU|I
PRUH RI RXU RXWVWDQGLQJ LVVXHG VKDUHVY DQG RU PRUH RI RXU RX
RXWVWDQGLQJ YRWLQJ SRZHU

8QGHU ,VUDHOL ODZ RQH RU PRUH VKDUHKROGHUV KROGLQJ DW OHDVW
UHTXHVW WKDW WKH ERDUG RI GLUHFWRUV LQFOXGH D PDWWHU LQ WK}
IXWXUH SURYLGHG WKDW LW LV DSSURSULDWH WR GLVFXVV VXFK D PD'
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6XEMHFW WR WKH SURYLVLRQV RI WKH &RPSDQLHYV /DZ DQG WKH UHJXO
HOWLWOHG WR SDUWLFLSDWH DQG YRWH DW JHQHUDO PHHWLQJV DUH V
ERDUG RI GLUHFWRUV ZKLFK PD\ EH EHWZHHQ IRXU DQG GD\V SULRU
&RPSDQLHV /DZ UHTXLUHVY WKDW UHVROXWLRQV UHJDUGRMREIWALIQH RROOR
RXU VKDUHKROGHUV

fDPHQGPHQWY WR RXU DUWLFOHV RI DVVRFLDWLRQ
IDSSRLOQWPHQW RU WHUPLQDWLRQ RI RXU DXGLWRUV
FDSSRLQWPHQW RI H{IWHUQDO GLUHFWRUYV

ftDSSURYDO RI FHUWDLQ UHODWHG SDUW\ WUDQVDFWLRQV
fLQFUHDVHY RU UHGXFWLRQV RI RXU DXWKRUL]JHG VKDUH FDSLWDO
fPHUJHUV DQG

f WKH H[HUFLVH RI RXU ERDUG RI GLUHFWRUYV SRZHUV E\ D JHQHUDO
H[HUFLVH LWV SRZHUVY DQG WKH H[HUFLVH RI DQ\ RI LWV SRZHUV LV

8QGHU RXU DUWLFOHV RI DVVRFLDWLRQ ZH DUH QRW UHTXLUHG WR JL)
JHQHUDO PHHWLQJ WR RXU UHJLVWHUHG VKDUHKROGHUV SXUVXDQW WHF
7KH &RPSDQLHV /DZ UHTXLUHV WKDW D QRWLFH RI DQ\ DGURNQGHI®HUD
WR RXU VKDUHKROGHUV DW OHDVW GD\V SULRU WR WKH PHHWLQJ DQ
DSSRLQWPHQW RU UHPRYDO RI GLUHFWRUV WKH DSSURYDO Rl WUDQVD
SDUWLHVY RU DQ DSSURYDO RI D PHUJHU RU DV RWKHUZLVH UHTXLUHG

GD\V SULRU WR WKH PHHWLQJ 8QGHU WKH &RPSDQLHV /DZ VKDUHKR:
FRQVHQW LQ OLHX RI D PHHWLQJ

9RWLQJ 5LIKWV

4 XRUXP UHTXLUHPHQWYV

3XUVXDQW WR RXU DUWLFOHV RI DVVRFLDWLRQ KROGHUV RI RXU RUGL
RQ bOO PDWWHUV VXEPLWWHG WR D YRWH EHIRUH WKH VKDUHKROGHUYV
TXRUXP UHTXLUHG IRU RXU JHQHUDO PHHWLQJV RI VKDUHKROGHUV FRQ
E\ SUR[\ RU ZULWWHQ EDOORW ZKR KROG RU UHSUHVHQW EHWZHHQ WKt
$ PHHWLQJ DGMRXUQHG IRU ODFN RI D TXRUXP LV JHQHUDOO\ DGMRXUQ
SODFH RU WR D ODWHU WLPH RU GDWH LI VR VSHFLILHG LQ WKH QRWLF
RI VKDUHKROGHUYV SUHVHQW LQ SHUVRQ RU E\ SUR[\ RKIY&KB FRQVWLWX!'
RXWVWDQGLQJ VKDUH FDSLWDO DV UHTXLUHG XQGHU WKH 1DVGDT UXOI

9RWH UHTXLUHPHQWYV

2XU DUWLFOHYV RI DVVRFLDWLRQ SURYLGH WKDW DOO UHVROXWLRQV RI
RWKHUZLVH UHTXLUHG E\ WKH &RPSDQLHV /DZ RU E\ RXU DUWLFOHYV RI
DQ DPHQGPHQW WR RXU DUWLFOHV RI DVVRFLDWLRQ UHJDUGLQJ DQ\ FK
PDMRULW\ 8QGHU WKH &RPSDQLHV /DZ HDFK RIx L WKH DSSURYDO RI
VKDUHKROGHU DQG LL WKH WHUPV RI HPSOR\PHQW RU RWKHU HQJDJHI
RU VXFK FRQWUROOLQJ VKDUHKROGHUfVY UHODWLYH HYHQ LI QRW H[WL
S0DQDIJHPHQWx2x)LGXFLDU\ 'XWLHV DQG $SSURYDO RLBRUDMWE& BHW\SH I
WR UHPXQHUDWLRQ RI RXU RIILFH KROGHUYVY DQG GLUHFWRUV UHTXLUH
S0DQDIJHPHQWXx2x)LGXFLDU\ 'XWLHV DQG $SSURYDO RI S HODWHG 3DUW\ °
FRPSHQVDWLRQ "~ 8QGHU RXU DUWLFOHVY RI DVVRFLDWLRQ DQ\ FKDQJH
FODVV RI RXU VKDUHV UHTXLUHV D VLPSOH PDMRULW\ RI WKH FODVV VF
FODVV WKDW PD\ EH VHW IRUWK LQ WKH JRYHUQLQJ GRFXPHQWYV UHOHY
YRWH RI DOO FODVVHV RI VKDUHV YRWLQJ WRIJHWKH[FBYWLRQQWV K HVK®ID
VLPSOH
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PDMRULW\ YRWH UHTXLUHPHQW LV D UHVROXWLRQ IRU WKH YROXQWDU)
DUUDQJHPHQW RU UHRUJDQL]DWLRQ RI WKH FRPSDQ\ SXUVXDQW WR 6H
WKH DSSURYDO RI KROGHUV RI RI WKH YRWLQJ ULJKWV UHSUHVHQWF
GHHG DQG YRWLQJ RQ WKH UHVROXWLRQ

$FFHVV WR &RUSRUDWH 5HFRUGYV

8QGHU WKH &RPSDQLHYV /DZ VKDUHKROGHUY DUH SURYLGHG DFFHVV WF
VKDUHKROGHUY UHJLVWHU DQG SULQFLSDO VKDUHKROGHUY UHJLVWHU
DQ\ GRFXPHQW WKDW ZH DUH UHTXLUHG E\ ODZ WR ILOH SXEOLFO\ ZLWI
6HFXULWLHV $XWKRULW\ ,Q DGGLWLRQ VKDUHKROGHUV PD\ UHTXHVW I
UHTXLULQJ VKDUHKROGHU DSSURYDO XQGHU WKH UHODWHG SDUW\ WUL
GHQ\ WKLV UHTXHVW LI ZH EHOLHYH LW KDV QRW EHHQ PDGH LQ JRRG |
LOQWHUHVW RU SURWHFW D WUDGH VHFUHW RU SDWHQW

ORGLILFDWLRQ RI &0DVV 5LJKWV

8QGHU WKH &RPSDQLHYVY /DZ DQG RXU DUWLFOHYV RI DVVRFLDWLRQ WKH
OLTXLGDWLRQ DQG GLYLGHQG ULJKWYV PD\ EH DPHQGHG E\ DGRSWLRQ |
VKDUHV RI WKDW FODVV SUHVHQW DW D VHSDUDWH H QD VKW\H B W MWDIF KRH
FODVV RI VKDUHV DV VHW IRUWK LQ RXU DUWLFOHYV RI DVVRFLDWLRQ

6KDUHKROGHU 'XWLHV

8QGHU WKH &RPSDQLHYV /DZ D VKDUHKROGHU KDV D GXW\ WR DFW LQ JF
FRPSDQ\ DQG RWKHU VKDUHKROGHUY DQG WR UHIUDLQ IURP DEXVLQJ L’
RWKHU WKLQJV ZKHQ YRWLQJ DW D PHHWLQJ RI VKDUHKROGHUYV RQ DQ
RI WKH DXWKRUL]J]HG VKDUH FDSLWDO D PHUJHU RU FHUWDLQ UHODWHC

,Q DGGLWLRQ FHUWDLQ VKDUHKROGHUV KDYH D GXW\ RI IDLUQHVV WRZ
FRQWUROOLQJ VKDUHKROGHU DQ\ VKDUHKROGHU ZKR NQRZV WKDW LW
VKDUHKROGHU YRWH DQG DQ\ VKDUHKROGHU ZKR XQGHU WKH FRPSDQ\
RU WR SUHYHQW WKH DSSRLOQWPHQW RI D GLUHFWRU RU RIILFHU RI WK}
FRPSDQ\ 7KH &RPSDQLHV /DZ GRHV QRW GHILQH WKH VXEVWDQFH RI Wk
EUHDFK RI WKH GXW\ RI IDLUQHVV LV VXEMHFW WR ODZV UHJDUGLQJ EU
RI VXFK VKDUHKROGHU ZLWK UHVSHFW WR WKH FRPSDQ\

$FTXLVLWLRQV XQGHU ,VUDHOL /DZ

)XOO WHQGHU RIIHU

$ SHUVRQ ZLVKLQJ WR DFTXLUH VKDUHV RI DQ ,VUDHOL SXEOLF FRPSDQ
WDUJHW FRPSDQ\TV LVVXHG DQG RXWVWDQGLQJ VKDUH F®I$UVRDIM U WIRH
DOO RI WKH FRPSDQ\fV VKDUHKROGHUV IRU WKH SXUFKDVH RI DOO RI W
WKH VKDUHKROGHUV ZKR GR QRW DFFHSW WKH RIITHU KROG OHVV WKDQ
FRPSDQ\ DQG PRUH WKDQ KDOI RI WKH VKDUHKROGHUV ZKR GR QRW KD
DOO RI WKH VKDUHVY WKDW WKH DFTXLUHU RITHUHG WR SXUFKDVH ZLOO
+RZHYHU D WHQGHU RIIHU ZLOO DOVR EH DFFHSWHG LI WKH VKDUHKRO
WKH LVVXHG DQG RXWVWDQGLQJ VKDUH FDSLWDO RI WKH FRPSDQ\ RU R

8SRQ D VXFFHVVIXO FRPSOHWLRQ RI VXFK D IXOO WHQGHU RIIHU DQ\ V
ZKHWKHU RU QRW VXFK VKDUHKROGHU DFFHSWHG WKH WHQGHU RIIHU |
WKH WHQGHU RIITHU SHWLWLRQ DQ ,VUDHOL FRXUW WR GHWHUPLQH ZKt
WKH IDLU YDOXH VKRXOG EH SDLG DV GHWHUPLQHG E\ WKH FRXUW +RZ
LQFOXGH LQ WKH WHUPV RI WKH WHQGHU RIITHU WKDW DQ RIIHUHH ZKR |
,VUDHOL FRXUW DV GHVFULEHG DERYH
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./ D WHQGHU RIIHU LV QRW DFFHSWHG LQ DFFRUGDQFH ZLWK WKH UHTX
VKDUHV IURP VKDUHKROGHUYVY ZKR DFFHSWHG WKH WHQGHU RIIHU WKDW
FRPSDQ\TV LVVXHG DQG RXWVWDQGLQJ VKDUH FDSLWDO RU RI WKH DSS

6SHFLDO WHQGHU RIIHU

7KH &RPSDQLHYV /DZ SURYLGHY WKDW DQ DFTXLVLWLRQ RI VKDUHV LQ D
WHQGHU RIIHU LI DV D UHVXOW RI WKH DFTXLVLWLRQ WKH SXUFKDVHU
WKH FRPSDQ\ XQOHVV WKHUH LV DOUHDG\ D SHUVRQ KROGLQJ RI WK
&RPSDQLHV /DZ SURYLGHV WKDW DQ DFTXLVLWLRQ RI VKDUHV LQ D SXE
RITHU LI DV D UHVXOW Rl WKH DFTXLVLWLRQ WKH SXUFKDVHU ZRXOG EH
LQ WKH FRPSDQ\ XQOHVV WKHUH LV DOUHDG\ D SHUVRQ KROGLQJ PRUH
7KHVH UHTXLUHPHQWY GR QRW DSSO\ LI WKH DFTXLVLWLRQ L RFFXUV
FRPSDQ\ WKDW UHFHLYHG VKDUHKROGHU DSSURYDO RU LL ZDV IURP D
WHQGHU RIIHU PXVW EH HI WHQGHG WR DOO VKDUHKROGHUV EXW WKH ¥
FRPSDQ\fV RXWVWDQGLQJ VKDUHV UHJIJDUGOHVV RI KRZ PDQ\ VKDUHV D
JHQHUDOO\ PD\ EH FRQVXPPDWHG RQO\ LIXx L DW OHDVW RI WKH YRW
RITHURU DQG LL WKH QXPEHU RI VKDUHV WHQGHUHG LQ WKH RIIHU H[F
WKH RIIHU

OHUJHU

7KH &RPSDQLHYV /DZ SHUPLWY PHUJHU WUDQVDFWLRQV LI DSSURYHG E\
FHUWDLQ UHTXLUHPHQWY GHVFULEHG XQGHU WKH &RPSDQLHV /DZ DUH

6SHFLDO UXOHVY JRYHUQ D PHUJHU ZLWK DQ DFTX HVR/UDWHKRODW WVUXO BN D
RWKHUZLVH WKH PHUJHU PXVW DOVR EH DSSURYHG E\ DW OHDVW RI
E\ WKH VKDUHKROGHUVY RWKHU WKDQ L WKH DFTXLURU DQG LL DQ\ St
KROGV RU PRUH RI WKH YRWLQJ ULJKWV RI WKH DFTXLURU RU WKH L
DFTXLURU ,I KRZHYHU WKH PHUJHU LQYROYHV D PHUJHU ZLWK D FRPS
FROQWUROOLQJ VKDUHKROGHU KDV D SHUVRQDO LQWWRBHWKWHLWYDWKH 8HE
PDMRULW\ DSSURYDO WKDW JRYHUQV DOO H[WUDRUGLQDU\ WUDQVDFWL
S0DQDIJHPHQWx2x)LGXFLDU\ 'XWLHV DQG $SSURYDO RI 5RRDE HK® BB UW\ °
EHHQ DSSURYHG E\ WKH VKDUHKROGHUV RI D PHUJLQJ FRPSDQ\ EXW IR
VKDUHKROGHUY DV SURYLGHG DERYH D FRXUW PD\ VWLOO DSSURYH Wk
RI WKH YRWLQJ ULJKWV RI D FRPSDQ\ LI WKH FRXUW KROGY WKDW WKH
YDOXH WR WKH SDUWLHV WR WKH PHUJHU DQG WKH FRQVLGHUDWLRQ RI

8SRQ WKH UHTXHVW RI D FUHGLWRU RI HLWKHU SDUW\ WR WKH SURSRVI
LW FRQFOXGHVY WKDW WKHUH H[LVWV D UHDVRQDEORFRDEHDIQOW KEHNV L
XQDEOH WR VDWLVI\ WKH REOLJDWLRQV RI WKH PHUJLQJ HQWLWLHV DC
FUHGLWRUYV

,Q DGGLWLRQ D PHUJHU PD\ QRW EH FRQVXPPDWHG XQOHVYVY DW OHDVW
SURSRVDO IRU DSSURYDO RI WKH PHUJHU ZDV ILOHG E\ HDFK SDUW\ ZL\
GD\V KDYH SDVVHG IURP WKH GDWH RQ ZKLFK WKH PHUJHU ZDV DSSUI

$QWL WDNHRYHU PHDVXUHV XQGHU ,VUDHOL ODZ

7KH &RPSDQLHYV /DZ DOORZV XV WR FUHDWH DQG LVVX® WRDRIXHYV KDYLQ.
RUGLQDU\ VKDUHV LQFOXGLQJ VKDUHV SURYLGLQJ FHUWDLQ SUHIHUUH
PDWWHUV DQG VKDUHV KDYLQJ SUHHPSWLYH ULJKWV $V RI WKH GDWH
XQGHU RXU DUWLFOHV RI DVVRFLDWLRQ ,Q WKH IXWXUH LI ZH GR DXW
VKDUHV VXFK FODVV RI VKDUHV GHSHQGLQJ RQ WKH VSHFLILF ULJKWV
IUXVWUDWH RU SUHYHQW D WDNHRYHU RU RWKHUZLVH SUHYHQW RXU V
PDUNHW YDOXH RI WKHLU RUGLQDU\ VKDUHV 7KH DXWKRUL]JDWLRQ DQG
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FODVV RI SUHIHUUHG VKDUHYV ZLOO UHTXLUH DQ DPHQGPHQW WR RXU D
DSSURYDO RI WKH KROGHUV RI D PDMRULW\ RI WKH YRWLQJ SRZHU DWW
JHQHUDO PHHWLQJ 7KH FRQYHQLQJ RI WKH PHHWLQJ WKH VKDUHKROG
UHTXLUHG WR EH REWDLQHG DW VXFK D PHHWLQJ ZLOO EH VXEMHFW WEF
GHVFULEHG DERYH LQ 32x9RWLQJ 5LJKWV ~

%RUURZLQJ 3RZHUV

3XUVXDQW WR WKH &RPSDQLHV /DZ DQG RXU DUWLFOHV RI DVVRFLDWLE
DQG WDNH DOO DFWLRQV WKDW DUH QRW UHTXLUHG XQGHU ODZ RU XQ(
RXU VKDUHKROGHUVY LQFOXGLQJ WKH SRZHU WR ERUURZ PRQH\ IRU FRF

&KDQJHV LQ &DSLWDO

2XU DUWLFOHV RI DVVRFLDWLRQ HQDEOH XV WR LQFUHDVH RU UHGXFH
SURYLVLRQV RI WKH &RPSDQLHV /DZ DQG PXVW EH DSSURYHG E\ D UHVF
JHQHUDO PHHWLQJ ,Q DGGLWLRQ WUDQVDFWLRQV WKDW KDYH WKH HII
SD\PHQW RI GLYLGHQGYV LQ WKH DEVHQFH RI VXIILFLHQW UHWDLQHG HD
ERDUG RI GLUHFWRUYVY DQG DQ ,VUDHOL FRXUW
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'(6&5,37,21 2) $0(5,&$1 '(326,7$5< 6+$5(6

$PHULFDQ '"HSRVLWDU\ 6KDUHYV

7KH %DQN Rl 1HZ <RUN OHOORQ DV GHSRVLWDU\ ZLOO WHHIQWWHYHDQG
RUGLQDU\ VKDUHYVY RU D ULJKW WR UHFHLYH ILYH RUGLQDU\ VKDUHV G
FXVWRGLDQ IRU WKH GHSRVLWDU\ LQ ,VUDHO (DFK $'6 ZLOO DOVR UHSI
ZKLFK PD\ EH KHOG E\ WKH GHSRVLWDU\ 7KH GHSRYVLMUHG IYORSI ILWN D W
SULQFLSDO H[HFXWLYH RIILFH DUH ORFDWHG DW *UHHQZLFK 6WUHHW

<RX PD\ KROG $'6V HLWKHU $ GLUHFWO\ L E\ KDYLQJ DQ $'5 ZKLFK LV
Rl $'6V UHJLVWHUHG LQ \RXU QDPH RU LL E\ KDYLQJ XQFHUWLILFDWH!
E\ KROGLQJ D VHFXULW\ HOWLWOHPHQW LQ $'6V WKURXJK \RXU EURNHU
LQGLUHFW SDUWLFLSDQW LQ 7KH '"HSRVLWRU\ 7UXVW &RPSDQ\ RU '7&
$'6 KROGHU DOVR UHIHUUHG WR DV DQ $'6 KROGHU 7KLV GHVFULSWLR(
$'6V LQGLUHFWO\ \RX PXVW UHO\ RQ WKH SURFHGXUHV RI \RXU EURNHL
RI $'6 KROGHUVY GHVFULEHG LQ WKLV VHFWLRQ <RX VKRXOG FRQVXOW .
ZKDW WKRVH SURFHGXUHV DUH

5HILVWHUHG KROGHUV RI XQFHUWLILFDWHG $'6V ZLO®J UMKHILLY H ¥ QV®LVDH

$V DQ $'6 KROGHU ZH ZLOO QRW WUHDW \RX DV RQH RI RXU VKDUHKRO(
. VUDHOL ODZ JRYHUQV VKDUHKROGHU ULJKWY 7KH GHSRVLWDU\ ZLOO E
$'6V $VvV D UHIJLVWHUHG KROGHU RI $'6V \RX ZLOO KDYH $'6 KROGHU UL.
GHSRVLWDU\ $'6 KROGHUVY DQG DOO RWKHU SHUVRQV LQGLUHFWO\ RU
DV ZHOO DV WKH ULJKWYV DQG REOLJDWLRQV RI WKH GHSRVLWDU\ 1HZ -
$'6V

7KH IROORZLQJ LV D VXPPDU\ RI WKH PDWHULDO SURYLVLRQV RI WKH G
\RX VKRXOG UHDG WKH HQWLUH GHSRVLW DJUHHPHQW DQG WKH IRUP RI
WKRVH GRFXPHQWY VHH 3:KHUH <RX &DQ )LQG $GGLWLRQDO ,QIRUPDWLI

'LYLGHQGVY DQG 2WKHU 'LVWULEXWLRQV

+RZ ZLOO \RX UHFHLYH GLYLGHQGY DQG RWKHU GLVWULEXWLRQV RQ

7KH GHSRVLWDU\ KDV DJUHHG WR SD\ RU GLVWULEXWH WR $'6 KROGHUV
FXVWRGLDQ UHFHLYHVY RQ RUGLQDU\ VKDUHVY RU RWKHU GHSRVLWHG VH
H[SHQVHV <RX ZLOO UHFHLYH WKHVH GLVWULEXWLRQV LQ SURSRUWLR(
UHSUHVHQW

&DVK7KH GHSRVLWDU\ ZLOO FRQYHUW DQ\ FDVK GLYLGHQG RU RWKHU F
LQWR 8 6 GROODUV LI LW FDQ GR VR RQ D UHDVRQDEOH EDVLV DQG FC
LV QRW SRVVLEOH RU LI DQ\ JRYHUQPHQW DSSURYDO LV QHHGHG DQG F
GHSRVLWDU\ WR GLVWULEXWH WKH IRUHLJQ FXUUHQF\ RQO\ WR WKRVH
KROG WKH IRUHLJQ FXUUHQF\ LW FDQQRW FRQYHUW IRU WKH DFFRXQW
LQYHVW WKH IRUHLJQ FXUUHQF\ DQG LW ZLOO QRW EH OLDEOH IRU DQ\

%HIRUH PDNLQJ D GLVWULEXWLRQ DQ\ ZLWKKROGLQJ WD[HV RU RWKHU
GHGXFWHG 6HH 37D[DWLRQ DQG *RYHUQPHQW 3URJUDPV ~ ,W ZLOO GLV'
URXQG IUDFWLRQDO FHQWY WR WKH QHDUHVW ZKROH FHQW ,I WKH HJ[F
FDQQRW FRQYHUW WKH IRUHLJQ FXUUHQF\ \RX PD\ ORVH VRPH RU DOO

6KDUHYKH GHSRVLWDU\ PD\ GLVWULEXWH DGGLWLRQDO $'6V UHSUHVHQ'
GLYLGHQG RU IUHH GLVWULEXWLRQ 7KH GHSRVLWDU\ ZLOO RQO\ GLVW
ZRXOG UHTXLUH LW WR GHOLYHU D IUDFWLRQ RI DQ $'6 RU $'6V UHSUH'
QHW SURFHHGV LQ WKH VDPH ZD\ DV LW GRHV ZLWK FDVK ,I WKH GHSR"
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DGGLWLRQDO $'6V WKH RXWVWDQGLQJ $'6V ZLOO DON®&OU B SSRHWHAIQRY) Rk
WKH GLVWULEXWHG RUGLQDU\ VKDUHV RU $'6V UHSUHVHQWLQJ WKRVH
H[SHQVHV LQ FRQQHFWLRQ ZLWK WKDW GLVWULEXWLRQ

5LJKWV WR SXUFKDVH DGEHVRIROD KFKEGHHYVY RI RXU VHFXULWLHY DQ\ Ul
RUGLQDU\ VKDUHV RU DQ\ RWKHU ULJKWV WKH GHSRVLWDU\ PD\ L H[H
GLVWULEXWH WKRVH ULJKWV WR $'6 KROGHUV RU LLL VHOO WKRVH UL
HDFK FDVH DIWHU GHGXFWLRQ RU XSRQ SD\PHQW RI LWV IHHV DQG HJ[St
RI WKRVH WKLQJV LW ZLO@ MXKDRZ FDKWHH ULR X ¥ ¥ OORUGIIBHH \GHHS R YR L WIDQUX H
ZLOO H[HUFLVH RU GLVWULEXWH ULJKWV RQO\ LI ZH DVN LW WR DQG SU
OHJDO WR GR VR ,I| WKH GHSRVLWDU\ ZLOO H[HUFKWHUUIK KW VW HOD XMH C
GLVWULEXWH WKRVH VHFXULWLHV RU LQ WKH FDVH RI RUGLQDU\ VKDUI
VXEVFULELQJ $'6 KROGHUV EXW RQO\ LI $'6 KROGHUV KDYH SDLG WKH
obzv PD\ UHVWULFW WKH DELOLW\ RI WKH GHSRVLWDXHMG/R @ HY WUWHLEXHN
ULJKWV WR DOO RU FHUWDLQ $'6 KROGHUV DQG WRV VRHE XWWIVQ I &G L V\

2WKHU 'LVWULBXWGERORVLWDU\ ZLOO VHQG WR $'6 KROGHUV DQ\WKLQJ t
VHFXULWLHV E\ DQ\ PHDQV LW WKLQNV LV OHJDO |RQLW KDQAG ZSDAD MMKIHF D C
GHSRVLWDU\ ZLOO KDYH D FKRLFH ,W PD\ GHFLGH WRHMBUOLIXWWHZH G
VDPH ZD\ DV LW GRHV ZLWK FDVK 2U LW PD\ GHFLGHVWR BB ®®YRDW ZI
UHSUHVHQW WKH QHZO\ GLVWULEXWHG SURSHUW\ +RZHYHU WKH GHSR
RWKHU WKDQ $'6V WR $'6 KROGHUV XQOHVV LW U HDHL WHRY P\DDNAL W IKDDFWY |
GLVWULEXWLRQ 7KH GHSRVLWDU\ PD\ VHOO D SRUWLRQ RI WKH GLVWU
DQG H[SHQVHV LQ FRQQHFWLRQ ZLWK WKDW GLVWWEKRKMAXREB GHG RVH RN
GLVWULEXWH VHFXULWLHV WR DOO RU FHUWDLQ $HEF WRW B HUUHW WDULG WMKR
WUDQVIHU

7KH GHSRVLWDU\ LV QRW UHVSRQVLEOH LI LW GHFWGEHEXWKLRW DWIOINMORE
DQ\ $'6 KROGHUV ::H KDYH QR REOLJDWLRQ WR UHJLVWHU $'6V RUGLQD
6HFXULWLHV $FW :H DOVR KDYH QR REOLJDWLRQ WR WDNH DQ\ RWKHU
ULJKWV RU DQ\WKLQJ HOVH WR $'6 KROGHUV 7KLV PHDQV WKDW \RX PD
RUGLQDU\ VKDUHVY RU DQ\ YDOXH IRU WKHP LI LW LV LOOHJDO RU LPSUL

'"HSRVLW :LWKGUDZDO DQG &DQFHOODWLRQ

+RZ DUH $'6V LVVXHG"

7KH GHSRVLWDU\ ZLOO GHOLYHU $'6V LI \RX RU \RXU EURNHU GHSRVLW)\
RUGLQDU\ VKDUHV ZLWK WKH FXVWRGLDQ 8SRQ SD\PHQW RI LWV IHHV I
VWDPS WD[HV RU VWRFN WUDQVIHU WD[HV RU IHHV WKH GHSRVLWDU\ Z
QDPHV \RX UHTXHVW DQG ZLOO GHOLYHU WKH $'6V WR RU XSRQ WKH RU

+RZ FDQ $'6 KROGHUV ZLWKGUDZ WKH GHSRVLWHG VHFXULWLHV"

<RX PD\ VXUUHQGHU \RXU $'6V IRU WKH SXUSRVH RI ZLWKGUDZDO DW W
DQG H[SHQVHVY DQG RI DQ\ WD[HV RU FKDUJHV VXFK DV VWDPS WD[HV R
GHOLYHU WKH RUGLQDU\ VKDUHVY DQG DQ\ RWKHU GHSRVLWHG VHFXULW
WKH $'6 KROGHU GHVLIJQDWHY DW WKH RIILFH RI WKH FXVWRGLDQ 2U I
GHOLYHU WKH GHSRVLWHG VHFXULWLHY DW LWVTRUUFAK WRIBBNHE®H +
VXUUHQGHU RI $'6V WR WKH H[WHQW LW ZRXOG UHTXLUH GHOLYHU\ RI C
7KH GHSRVLWDU\ PD\ FKDUJH \RX D IHH DQG LWV H[SHQVHV IRU LQVWUX
GHSRVLWHG VHFXULWLHV
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+RZ GR $'6 KROGHUV LQWHUFKDQJH EHWZHHQ FHUWLILFDWHG $'6V DQ

<RX PD\ VXUUHQGHU \RXU $'5 WR WKH GHSRVLWDU\ IRU WKH SXUSRVH R
$'6V 7KH GHSRVLWDU\ ZLOO FDQFHO WKDW $'5 DQG WRIOQI WHKDAN WARK W K H
$'6 KROGHU LV WKH UHJLVWHUHG KROGHU RI XQFHUWLILFDWHG $'6V $0O
SURSHU LQVWUXFWLRQ IURP D UHJLVWHUHG KROGHU RI XQFHUWLILFDW
$'6V IRU FHUWLILFDWHG $'6V WKH GHSRVLWDU\ ZLOO BHFXWH WER \GH (
$'6V

I9RWLQJ 5LIKWV

+RZ GR \RX YRWH"

$'6 KROGHUV PD\ LQVWUXFW WKH GHSRVLWDU\ KRZ WR YRWH WKH QXPE
UHSUHVHQW ,I ZH UHTXHVW WKH GHSRVLWDU\ WR VROLFLW \RXU YRWL(
GHSRVLWDU\ ZLOO QRWLIV\RX RI D VKDUHKROGHUVY PHHWLQJ DQG VHQ
PDWHULDOV ZLOO GHVFULEH WKH PDWWHUV WR EH YRWRGLRUD DQIGRHE[SC
WR YRWH )RU LQVWUXFWLRQV WR EH YDOLG WKH\ PXVW UHDFK WKH Gt
ZLOO wWu\ DV IDU DV SUDFWLFDO VXEMHFW WR WKH ODZV RI ,VUDHO DC
GRFXPHQWY WR YRWH RU WR KDYH LWV DJHQWYV YRWH WKH RUGLQDU\
$'6 KROGHUV ,I ZH GR QRW UHTXHVW WKH GHSRVLWDU\ WR VROLFLW \R
LOQVWUXFWLRQV DQG LQ WKDW FDVH WKH GHSRVLWDU\ PD\ WU\ WR YR

([FHSW E\ LQVWUXFWLQJ WKH GHSRVLWDU\ DV GHVFULMEMQ MERWY HRARX Z
VXUUHQGHU \RXU $'6V DQG ZLWKGUDZ WKH RUGLQDU\ VKDUHV +RZHYHU
LQ DGYDQFH WR ZLWKGUDZ WKHHRB®W) DWK NV IGCHESRW LWDU\ ZLOO QRW HJI
GHSRVLWHG VHFXULWLHY DQG LW ZLOO RQO\ YRWH RU DWWHPSW WR YF

‘H FDQQRW DVVXUH \RX WKDW \RX ZLOO UHFHLYH WKH YRWLQJ PDWHULI
GHSRVLWDU\ WR YRWH \RXU VKDUHY ,Q DGGLWLRQ WKH GHSRVLWDU\ C
RXW YRWLQJ LOQVWUXFWLRQV RU IRU WKH PDQQHU RI FDUU\LQJ RXW YR)
WR H[HUFLVH \RXU ULJKW WR YRWH DQG WKHUH PD\ EH QRWKLQJ \RX FLC
UHTXHVWHG

,Q RUGHU WR JLYH \RX D UHDVRQDEOH RSSRUWXQLW\ WR LQVWUXFW WK
WR '"HSRVLWHG 6HFXULWLHV LI ZH UHTXHVW WKH 'HS&RM LR\ [DUQ \ WK FKF W
PHHWLQJ DQG GHWDLOV FRQFHUQLQJ WKH PDWWHUV WR EH YRWHG XSR

JHHV DQG ([SHQVHYV

3HUVRQV GHSRVLWLQJ RU ZLWKGUDZLQJ RUGLQDU\ VKDUHV RU

$'6 KROGHUV PXVW SD\ JRU
RU OHVV SHU $'6V RU SRUWYRRDQFH RI $'6V LQFOXGLQJ LVVXDQFHV U
R $'6V GLVWULEXWLRQ RI RUGLQDU\ VKDUHV RU UL

&DQFHOODWLRQ RI $'6V IRU WKH SXUSRVH R
LQFOXGLQJ LI WKH GHSRVLW DJUHHPHQW Wi

RU OHVV SHU $'6 $Q\ FDVK GLVWULEXWLRQ WR $'6 KROGHUV
$ IHH HTXLYDOHQW WR WKH IHH WKDIWWRXKBDXWEHR GRDEBHXULWLHVWGWLWWYLEXW
GLVWULEXWHG WR \RX KDG EHHQ RWGIFXDUWVYKDU H® ADOXE WKIHURU EWQD WIKDW DU
VKDUHV KDG EHHQ GHSRVLWHG IRUGMSRVDWB WRIWMRB%'6 KROGHUV

RU OHVV SHU $'6 SHU FDOHQGDHSRDUWDU\ VHUYLFHYV
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B3HUVRQV GHSRVLWLQJ RU ZLWKGUDZLQJ RUGLQDU\ VKDUHV RU
$'6 KROGHUV PXVW SD\ JRU

5HILVWUDWLRQ RU WUDQVIHU IHHV 7UDQVIHU DQG UHJLVWUDWLRQ RI RUGLQDU)
UHJLVWHU WR RU IURP WKH QDPH RI WKH GF
ZKHQ \RX GHSRVLW RU ZLWKGUDZ RUGLQDU\

([SHQVHV RI WKH GHSRVLWDU\ &DEOH WHOH[ DQG IDFVLPLOH WUDQVPLVVL
SURYLGHG LQ WKH GHSRVLW DJUHHPHQW
&RQYHUWLQJ IRUHLJQ FXUUHQF\ WR 8 6 GR!

7D[HV DQG RWKHU JRYHUQPHQWDO BNDQUHFHWVWRH\GHSRVLWDU\ RU WKH
FXVWRGLDQ KDV WR SD\ RQ DQ\ $'6V RU RUGLQDU\ VKDUHV
XQGHUO\LQJ $'6V VXFK DV VWRFN WUDQVIHU WD[HV VWDPS GXW\ RU
ZLWKKROGLQJ WD[HV

$Q\ FKDUJHV LQFXUUHG E\ WKH GHSRWIOWMBPHV RDUANWY DIJHQWYV IRU
VHUYLFLQJ WKH GHSRVLWHG VHFXULWLHYV

7KH GHSRVLWDU\ FROOHFWYV LWV IHHV IRU GHOLYHU\ DQG VXUUHQGHU I
VKDUHV RU VXUUHQGHULQJ $'6V IRU WKH SXUSRVH RI ZLWKGUDZDO RU |
GHSRVLWDU\ FROOHFWYV IHHV IRU PDNLQJ GLVWULEXWLRQV WR LQYHVW
GLVWULEXWHG RU E\ VHOOLQJ D SRUWLRQ RI GLVWULEXWDEOH SURSHU
IHH IRU GHSRVLWDU\ VHUYLFHVY E\ GHGXFWLRQ IURP FDVK GLVWULEXWL
ERRN HQWU\ VAIVWHP DFFRXQWY RI SDUWLFLSDQWY DFWLQJ IRU WKHP 7
GHGXFWLRQ IURP DQ\ FDVK GLVWULEXWLRQ SD\DEOH RU E\ VHOOLQJ D
WR $'6 KROGHUV WKDW DUH REOLJDWHG WR SD\ WKRVH IHHV 7KH GHSR
VHUYLFHV XQWLO LWV IHHV IRU WKRVH VHUYLFHYV DUH SDLG

JURP WLPH WR WLPH WKH GHSRVLWDU\ PD\ PDNH SD\PHQWYVY WR XV WR |
DULVLQJ RXW RI HYWDEOLVKPHQW DQG PDLQWHQDQFH RI WKH $'6 SURJI
WR XV E\ WKH GHSRVLWDU\ RU VKDUH UHYHQXH IURP WKH IHHV FROOHF
WKH GHSRVLW DJUHHPHQW WKH GHSRVLWDU\ PD\ XVH EURNHUV GHDOF}F
DUH RZQHG E\ RU DIILOLDWHG ZLWK WKH GHSRVLWDU\ DQG WKDW PD\ H

7KH GHSRVLWDU\ PD\ FRQYHUW IRUHLJQ FXUUHQF\ LWVHOI RU WKURXJK
SULQFLSDO IRU LWV RZQ DFFRXQW DQG QRW DV DQ DJHQW ILGXFLDU\ F
UHYHQXH LQFOXGLQJ ZLWKRXW OLPLWDWLRQ IHHVY DQG VSUHDGV WKEL
EDVHG RQ DPRQJ RWKHU WKLQJV WKH GLIIHUHQFH EHWZHHQ WKH H[FK
XQGHU WKH GHSRVLW DJUHHPHQW DQG WKH UDWH WKDW WKH GHSRVLW
FXUUHQF\ IRU LWV RZQ DFFRXQW 7KH GHSRVLWDU\ PDNHV QR UHSUHVH
DQ\ FXUUHQF\ FRQYHUVLRQ XQGHU WKH GHSRVLW DJUHHPHQW ZLOO EH
WLPH RU WKDW WKH PHWKRG E\ ZKLFK WKDW UDWH ZLOOVEHBMHPMWHWRLQ
LWV REOLJDWLRQV XQGHU WKH GHSRVLW DJUHHPHQW 7KH PHWKRGROR
FRQYHUVLRQV LV DYDLODEOH XSRQ UHTXHVW

3D\PHQW RI 7D[HYV

<RX ZLOO EH UHVSRQVLEOH IRU DQ\ WD[HVY RU RWKHU JRYHUQPHQWDO F
VHFXULWLHY UHSUHVHQWHG E\ DQ\ RI \RXU $'6V 7KH GHSRVLWDU\ PD\ L
DOORZ \RX WR ZLWKGUDZ WKH GHSRVLWHG VHFXULWLHYVY UHSUHVHQWHG
SbLG ,W PD\ DSSO\ SD\PHQWYV RZHG WR \RX RU VHOO GHSRVLWHG VHFX
RZHG DQG \RX ZLOO UHPDLQ OLDEOH IRU DQ\ GHILFLHOQWIRAO,ILIWKH GHSRYV
DSSURSULDWH UHGXFH WKH QXPEHU RI $'6V WR UHIOHFW WKH VDOH DC
KROGHUYV DQ\ SURSHUW\ UHPDLQLQJ DIWHU LW KDV SDLG WKH WD[HV
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7THQGHU DQG ([FKDQJH 2IIHUV 5HGHPSWLRQ 5HSODFHEPWQMVRU &DQFHO

7KH GHSRVLWDU\ ZLOO QRW WHQGHU GHSRVLWHG VHFXULWLHY LQ DQ\ "
GR E\ DQ $'6 KROGHU VXUUHQGHULQJ $'6V DQG VXEMHFW WR DQ\ FRQGL
HVWDEOLVK

,] GHSRVLWHG VHFXULWLHY DUH UHGHHPHG IRU FDVK LQ D WUDQVDFWL
GHSRVLWHG VHFXULWLHVY WKH GHSRVLWDU\ ZLOO FDOO IRU VXUUHQGH
QHW UHGHPSWLRQ PRQH\ WR WKH KROGHUV RI FDOOHG $'6V XSRQ VXUU

, ] WKHUH LV DQ\ FKDQJH LQ WKH GHSRVLWHG VHFXULWLHV VXFK DV D V
DQ\ PHUJHU FRQVROLGDWLRQ UHFDSLWDOL]DWLRQHRXULMRHM QQ]P2KLF
WKH GHSRVLWDU\ UHFHLYHY QHZ VHFXULWLHYV LQ H[FKDQJH IRU RU LQ (
KROG WKRVH UHSODFHPHQW VHFXULWLHY DV GHSRWWWHG WHKHXGH BR WV
GHFLGHV LW ZRXOG QRW EH ODZIXO DQG SUDFWLFDMHKRRKROBVWARKX O A ¢
EH GLVWULEXWHG WR $'6 KROGHUV RU IRU bQ\ RWKHU UHDVRQ WKH GH
DQG GLVWULEXWH WKH QHW SURFHHGV XSRQ VXUUHQGHU RI WKH $'6V

I WKHUH LV D UHSODFHPHQW RI WKH GHSRVLWHG VHFXULWLHV DQG WK
VHFXULWLHV WKH GHSRVLWDU\ PD\ GLVWULEXWH @ H $D6\KN WRS WHR/ HQ W
VXUUHQGHU \RXU RXWVWDQGLQJ $'5V LQ H[FKDQJH IRU QHZ $'5V LGHQW

,] WKHUH DUH QR GHSRVLWHG VHFXULWLHV XQGHUO\LQJ $'6V LQFOXGL!
GHSRVLWHG VHFXULWLHY XQGHUO\LQJ $'6V KDYH EHFRPXUNHIDAHD WD\
RI WKRVH $'6V RU FDQFHO WKRVH $'6V XSRQ QRWLFH WR WKH $'6 KROGt

$PHQGPHQW DQG 7THUPLQDWLRQ

+RZ PD\ WKH GHSRVLW DJUHHPHQW EH DPHQGHG"

‘H PD\ DJUHH ZLWK WKH GHSRVLWDU\ WR DPHQG WKH GHSRVLW DJUHHPI
UHDVRQ ,I DQ DPHQGPHQW DGGV RU LQFUHDVHV IHHV RU FKDUJHV HJ[F
H[SHQVHV RI WKH GHSRVLWDU\ IRU UHJLVWUDWLRPHWH\R Ul BRNHMXGHFHR
VXEVWDQWLDO ULJKW RI $'6 KROGHUV LW ZLOO QRW EHFRPH HIIHFWLYI
GHSRVLWDU\ QRWLILHV $'6 KROGHUV RI WKH DPHQGPHQRK BWHWKH WLPL
FRQVLGHUHG E\ FRQWLQXLQJ WR KROG \RXU $'6V WR DJUHH WR WKH D
GHSRVLW DJUHHPHQW DV DPHQGHG

+RZ PD\ WKH GHSRVLW DJUHHPHQW EH WHUPLQDWHG"

7KH GHSRVLWDU\ ZLOO LQLWLDWH WHUPLQDWLRQ RIGWMERVAEMSIRIALMDD JU
LQLWLDWH WHUPLQDWLRQ RI WKH GHSRVLW DJUHHPHQW LI

t GD\V KDYH SDVVHG VLQFH WKH GHSRVLWDU\ WROG XV LW ZDQWV W
DSSRLQWHG DQG DFFHSWHG LWV DSSRLQWPHQW

+ZH GHOLVW RXU RUGLQDU\ VKDUHV IURP DQ H[FKDQJH RQ ZKLFK WKH
RQ DQRWKHU H[FKDQJH

tZH DSSHDU WR EH LQVROYHQW RU HQWHU LQVROYHQF\ SURFHHGLQJ\

tDOO RU VXEVWDQWLDOO\ DOO WKH YDOXH RI WK \GKI RRVILQV WE H/ HR X E
RI' VHEXULWLHYV

f WKHUH DUH QR GHSRVLWHG VHFXULWLHY XQGHUO\LQJ WKH $'6V RU W
DSSDUHQWO\ ZRUWKOHVYV RU

t WKHUH KDV EHHQ D UHSODFHPHQW RI GHSRVLWHG VHFXULWLHYV
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.| WKH GHSRVLW DJUHHPHQW ZLOO WHUPLQDWH WKH IGBHRIRVIWBEU\ ZLO(
WHUPLQDWLRQ GDWH $W DQ\ WLPH DIWHU WKH WHGP\LIQBPXNWLLRAQL 1D WEH W WA
WKDW WKH GHSRVLWDU\ ZLOO KROG WKH PRQH\ LW UHFHLYHG RQ WKH
GHSRVLW DJUHHPHQW XQVHJUHJDWHG Q&R ZEDMBIR MW ®IL DAEK IO 1$W6\ KRO G |
KDYH QRW VXUUHQGHUHG WKHLU $'6V 1RUPDOO\ WWKHV&HSRNUMDIDWILR
GDWH

$IWHU WKH WHUPLQDWLRQ GDWH DQG EHIRUH WKH GH$&RVILOMD UHV¥HDYOH/
GHOLYHU\ RI GHSRVLWHG VHFXULWLHVY H[FHSW WKDW WKH GHSRVLWDU
ZLWKGUDZLQJ GHSRVLWHG VHFXULWLHYVY RU UHYHUVH SUHYLRXVO\ DFFH
WKH VHOOLQJ SURFHVY 7KH GHSRVLWDU\ PD\ UHIXVH WR DFFHSW D VXl
XQWLO bOO WKH GHSRVLWHG VHFXULWLHV KDYH BWHHE XWRORGQ V7 RH) GHHSSH:
VHFXULWLHVY EXW DIWHU WKH WHUPLQDWLRQ GDWH WKH GHSRVLWDU\
GLVWULEXWH DQ\ GLYLGHQGY RU RWKHU GLVWULEXWLRQV RQ GHSRVLW
WKHLU $'6V RU JLYH DQ\ QRWLFHV RU SHUIRUP DQ\ RWKHU GXWLHV XQ(
WKLV SDUDJUDSK

/ILPLWDWLRQV RQ 2EOLJDWLRQV DQG /LDELOLW\

/[LPLWV RQ RXU REOLJDWLRQV DQG WKH REOLJDWLRQV RI WKH GHSRV

7KH GHSRVLW DJUHHPHQW H[SUHVVO\ OLPLWV RXU REOLJDWLRQV DQG V
OLDELOLW\ DQG WKH OLDELOLW\ RI WKH GHSRVLWDU\ :H DQG WKH GHSF

+tDUH RQO\ REOLJDWHG WR WDNH WKH DFWLRQV VSHFLUHPFKHORVHW IR
EDG IDLWK DQG WKH GHSRVLWDU\ ZLOO QRW EH D ILGXFLDU\ RU KDY/

+tDUH QRW OLDEOH LI ZH DUH RU LW LV SUHYHQWHG RU GHOD\HG E\ OI
SHUIRUPLQJ RXU RU LWV REOLJDWLRQV XQGHU WKH GHSRVLW DJUHH

+tDUH QRW OLDEOH LI ZH H[HUFLVH RU LW H[HUFLVHVY GLVFUHWLRQ SH

tDUH QRW OLDEOH IRU WKH LQDELOLW\ RI DQ\ KROGHU RI $'6V WR EH(
WKDW LV QRW PDGH DYDLODEOH WR KROGHUV RI $'6V XQGHU WKH WF
FRQVHTXHQWLDO RU SXQLWLYH GDPDJHV IRU DQ\ EUHDFK RI WKH WH

fKDYH QR REOLIJDWLRQ WR EHFRPH LQYROYHG LQ D ODZVXLW RU RWK|
DJUHHPHQW RQ \RXU EHKDOI RU RQ EHKDOI RI DQ\ RWKHU SHUVRQ

tDUH QRW OLDEOH IRU WKH DFWV RU RPLVVLRQV RI DOQYWA\VMWHPULWLHV

fPD\ UHO\ XSRQ DQ\ GRFXPHQWYVY ZH EHOLHYH RU LW EHOLHYHV LQ JRF
RU SUHVHQWHG E\ WKH SURSHU SHUVRQ DQG

f WKH GHSRVLWDU\ KDV QR GXW\ WR PDNH DQ\ GHWHUPLQDWLRQV RU ¢
OLDELOLW\ IRU DQ\ WD[ FRQVHTXHQFHYV WKDW PD\ EH LQFXUUHG E\ $
$'6V RU OLDEOH IRU WKH LQDELOLW\ RU IDLOXUH RI DQ $'6 KROGHU V
UHGXFHG UDWH RI ZLWKKROGLQJV RU UHIXQG RI DPRXQWYV ZLWKKHO(

,Q WKH GHSRVLW DJUHHPHQW ZH DQG WKH GHSRVLWDU\ DJUHH WR LQG

SHTXLUHPHQWY IRU '"HSRVLWDU\ $FWLRQV

%HIRUH WKH GHSRVLWDU\ ZLOO GHOLYHU RU UHJLVWHU D WUDQVIHU RI
ZLWKGUDZDO RI VKDUHV WKH GHSRVLWDU\ PD\ UHTXLUH

+fSD\PHQW RI VWRFN WUDQVIHU RU RWKHU WD[HV RU RWKHU JRYHUQP!
FKDUJHG E\ WKLUG SDUWLHV IRU WKH WUDQVIHU RI DQ\ RUGLQDU\ Vk
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$+ VDWLVIDFWRU\ SURRI RI WKH LGHQWLW\ DQG JHQXLQHQHVV RI DQ\ VI
DQG

fFRPSOLDQFH ZLWK UHJXODWLRQV LW PD\ HVWDEQMW ©JUHRF WQWH WR
LQFOXGLQJ SUHVHQWDWLRQ RI WUDQVIHU GRFXPHQWYV

7KH GHSRVLWDU\ PD\ UHIXVH WR GHOLYHU $'6V RU UHJLVWHU WUDQVIHI
GHSRVLWDU\ RU RXU WUDQVIHU ERRNVY DUH FORVHG RU DW DQ\ WLPH LI

<RXU 5LJKW WR 5HFHLYH WKH 2UGLQDU\ 6KDUHVY 8QGHUO\LQJ \RXU $'6V
$'6 KROGHUV KDYH WKH ULJKW WR FDQFHO WKHLU $'6V DQG ZLWKGUDZ "'

tZKHQ WHPSRUDU\ GHOD\V DULVH EHFDXVH L WKH GHSRVLWDU\ KDV
WUDQVIHU ERRNV LL WKH WUDQVIHU RI RUGLQDU\ VKDUHV LV EORF
LLL ZH DUH SD\LQJ D GLYLGHQG RQ RXU VKDUHV

fZKHQ \RX RZH PRQH\ WR SD\ IHHVY WD[HV DQG VLPLODU FKDUJHV RU

FZKHQ LW LV QHFHVVDU\ WR SURKLELW ZLWKGUDZDOV LQ RUGHU WR F
WKDW DSSO\ WR $'6V RU WR WKH ZLWKGUDZDO RI RUGLQDU\ VKDUHV

7KLV ULJKW RI ZLWKGUDZDO PD\ QRW EH OLPLWHG E\ DQ\ RWKHU SURYL

'LUHFW 5HIJLVWUDWLRQ 6\WVWHP

,Q WKH GHSRVLW DJUHHPHQW DOO SDUWLHV WR W KWHW®HS\RNMLQV 6DV WHIHPP
'56 DQG 3URILOH ORGLILFDWLRQ 6\VWHP RU 3URILOH WHOB ® &S OAGWR \
WKDW IDFLOLWDWHY LQWHUFKDQJH EHWZHHQ UHJLVWHUWEG KROGLQJ RI
HQWLWOHPHQWY LQ $'6V WKURXJK '7& DQG D '7& SDUWLF&SDQW 3URILC
SDUWLFLSDQW FODLPLQJ WR DFW RQ EHKDOI RI D UHJLVWHUHG KROGH
UHJLVWHU D WUDQVIHU RI WKRVH $'6V WR '7& RU LWV QRPLQHH DQG WR
'7& SDUWLFLSDQW ZLWKRXW UHFHLSW E\ WKH GHSRVLWDU\ RI SULRU DX
WUDQVIHU

,Q FRQQHFWLRQ ZLWK DQG LQ DFFRUGDQFH ZLWK WKH DUUDQJHPHQWYV
WR WKH GHSRVLW DJUHHPHQW XQGHUVWDQG WKDW W KSH GWSWRKDWDLOA Z
FODLPLQJ WR EH DFWLQJ RQ EHKDOI RI DQ $'6 KROGHU LQ UHTXHVWLQJ
LQ WKH SDUDJUDSK DERYH KDV WKH DFWXDO DXWKRULW\ WR DFW RQ E}
UHTXLUHPHQWYVY XQGHU WKH 8QLIRUP &RPPHUFLDO &RGH ,Q WKH GHSR
GHSRVLWDU\YV UHOLDQFH RQ DQG FRPSOLDQFH ZLWK LQVWUXFWLRQV L
VI\VWHP DQG LQ DFFRUGDQFH ZLWK WKH GHSRVLW DJU HHIPSIDWWZR D & KR
GHSRVLWDU\

6KDUHKROGHU &RPPXQLFDWLRQV ,QVSHFWLRQ RI 5HIJLVWHU RI +ROGHU

7KH GHSRVLWDU\ ZLOO PDNH DYDLODEOH IRU \RXULWVQVSHHFHWY R DM R W'
D KROGHU RI GHSRVLWHG VHFXULWLHY WKDW ZH PDNHWJRARHUDOO\ DYDI
GHSRVLWDU\ ZLOO VHQG \RX FRSLHV RI WKRVH FRPPXQLFDMEGRWRU RV
\RX LI ZH DVN LW WR <RX KDYH D ULJKW WR LQVSHFW WKH UHJLVWHU R
FROWDFWLQJ WKRVH KROGHUV DERXW D PDWWHU XQUHODWHG WR RXU

-XU\ 7ULDO :DLYHU

7KH GHSRVLW DJUHHPHQW SURYLGHVY WKDW WR WKH H[WHQW SHUPLWW
DQ\ FODLP WKH\ PD\ KDYH DJDLQVW XV RU WKH GHSRVLWDU\ DULVLQJ R
GHSRVLW DJUHHPHQW LQFOXGLQJ DQ\ FODLP XQGHU WKH 8 6 IHGHUDO
MXU\ WULDO GHPDQG EDVHG RQ WKH ZDLYHU WKH FRXUW ZRXOG GHWH
DQG FLUFXPVWDQFHYVY RI WKDW FDVH LQ DFFRUGDQFH ZLWK DSSOLFDEO
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B3ULRU WR WKLV RITHULQJ RXU RUGLQDU\ VKDUHY KDYH EHHQ WUDGHG R
OLVWLQJ RQ WKH 1DVGDT &DSLWDO ODUNHW XQGHU WKH VI\PERO 3$1&1 °

8SRQ FORVLQJ RI WKLV RIITHULQJ ZH ZLOO KDYH RXWVWDQGLQJ
E\ $'6V DVVXPLQJ WKH XQGHUZULWHUV GR QRW H[HUFLVH WKHLU RSWL
SURWHFWLRQ ULJKWV XQGHUO\LQJ WKH RUGLQDU\ VKDUHY DQG ZDUUDC
RITHULQJ VHH 3'HVFULSWLRQ RI 6KDUH &DSLWDO"~ $00 RI WKH $'6V VR
$'6V SXUFKDVHG E\ FHUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUY DQG RU
UHVWULFWLRQ RU IXUWKHU UHJLVWUDWLRQ XQGHU WKH 6HFXULWLHV $|
DQ 3DIILOLDWH" RI D FRPSDQ\ LV D SHUVRQ WKDW GLUHFWO\ RU LQGLUF
FRQWURO ZLWK WKDW FRPSDQ\ $IILOLDWHY PD\ VHOO BRQBV WKH YROXP
VXEMHFW WR DGGLWLRQDO UHVWULFWLRQV GHVFULEHG EHORZ

6DOHV RI VXEVWDQWLDO DPRXQWY RI RXU RUGLQDU\ VKDUHYV LQ WKH S:
SULFHV RI RXU RUGLQDU\ VKDUHV DQG $'6V 2XU RUGLQDU\ VKDUHV ZLO
VXEVWDQWLDOO\ DOO RI WKHVH VKDUHY ZHUH VROGHRWKHLEH. WKE 8WID
DW WKH WLPH DQG DUH FXUUHQWO\ WUDGHG RQ WKH 7%$6( WKH\ ZLOO
UHVWULFWLRQ RU IXUWKHU UHJLVWUDWLRQ H[FHSW IRU WKH UHVWULF
UHVWULFWLRQV GHVFULEHG XQGHU 38QGHUZULWLQJ" EHORZ )ROORZLQ
RXU RUGLQDU\ VKDUHV IURP WKH 7$6( 8QGHU DSSOLFDEOH ,VUDHOL OD
RQ WKH 7$6( LV H[SHFWHG WR EHFRPH HIIHFWLYH WRK H3H © RQW/IKYJ DWW\ N
HITHFW RXU RUGLQDU\ VKDUHY ZLOO FRQWLQXH WR WGDGH RQ WKH 7$6

/IRFEN XS $JUHHPHQWYV

‘H DQG RXU GLUHFWRUV H[HFXWLYH RIILFHUVY DQG FHUWDLQ VKDUHKROC
ZLWKRXW WKH SULRU ZULWWHQ FRQVHQW RI 2SSHQKHLPHU &R ZH ZL!
WKLV SURVSHFWXV DQG HQGLQJ GD\V WKHUHDIWHU

f RITHU VHOO FRQWUDFW WR VHOO SOHGJH JUDQW DQ\ RSWLRQ WR
VKDUHV RU $'6V RU DQ\ VHFXULWLHYVY FRQYHUWLEOH LQWR RU H[HUF
SXUFKDVH RU RWKHUZLVH DFTXLUH DQ\ RI RXU RUGLQDU\ VKDUHV RI
SHUVRQV DIWHU WKH GDWH RI WKLV SURVSHFWXV RU WKDW PD\ EH (

f H{[HUFLVH RU VHHN WR H[HUFLVH RU HIIHFWXDWH LQ DQ\ PDQQHU DQ'
PD\ KDYH WR UHTXLUH XV WR UHJLVWHU XQGHU WKH 6HFXULWLHV $F
GLVSRVLWLRQ RI DQ\ RI RXU RUGLQDU\ VKDUHV $'6V RU RWKHU VHFX
SDUWLFLSDWH DV D VHOOLQJ VHFXULW\ KROGHU LQ DQ\ PDQQHU LQ I
$FW

(DFK RI WKHVH DJUHHPHQWYV LV VXEMHFW WR FHUWDLQ H[FHSWLRQV D"
5XOH

6KDUHV KHOG IRU VL[ PRQWKYV

,Q JHQHUDO XQGHU 5XOH DV FXUUHQWO\ LQ HIIHFW DQG VXEMHFW \

GD\V DIWHU WKH FORVLQJ RI WKLV RIITHULQJ D SHUVRQ LQFOXGLQJT
VKDUHV IRU VL[ PRQWKY RU PRUH LQFOXGLQJ WKH KROGLQJ SHULRG RI
LH FRPPHQFLQJ ZKHQ WKH VKDUHV ZHUH DFTXLUHG IURP XV RU IURP
HQWLWOHG WR VHOO RXU VKDUHV VXEMHFW WR WKH DYDLODELOLW\ RI
ZLOO EH GHHPHG WR EH DYDLODEOH DV ORQJ DV ZH FRQWLQXH WR ILOF}
DIILOLDWH VKDUHKROGHU WKH ULJKW WR VHO®R QP M 6R R GANVEINMHFW MERF
PDQQHU RI VDOH SURYLVLRQV QRWLFH UHTXLUHPHQWY DQG D YROXPH
EH VROG WKHUHE\ ZLWKLQ DQ\ WKUHH PRQWK SHULRG WR WKH JUHDW!
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¥ RI WKH QXPEHU RI RUGLQDU\ VKDUHY WKHQ RXWVWDQGLQJ RU

f WKH DYHUDJH ZHHNO\ WUDGLQJ YROXPH RI RXU RUGLQDU\ VKDUHV R
FDOHQGDU ZHHNV SUHFHGLQJ WKH ILOLQJ RI D QRWLFH RQ )RUP Z

5X0OH DOVR SURYLGHV WKDW DIILOLDWHY WKDW \HOOPRXW RUGLQDU\
QRQHWKHOHVYVY FRPSO\ ZLWK WKH VDPH UHVWHH B WLRIXY WK I8 KIRFDEIOMH] V8
UHTXLUHPHQW

6KDUHV KHOG E\ QRQ DIILOLDWHY IRU RQH \HDU

8QGHU 5XOH DV FXUUHQWO\ LQ HIIHFW D SHUVRQ ZKR LV QRW FRQVL
WLPH GXULQJ WKH WKUHH PRQWKY SUHFHGLQJ D VDOH DQG ZKR KDV EH
DW OHDVW RQH \HDU LQFOXGLQJ WKH KROGLQJ SHULRG RI DQ\ SULRU F
KLV KHU RU LWV VKDUHV XQGHU 5XOH ZLWKRXW FRPSO\LQJ ZLWK WK
SXEOLF LQIRUPDWLRQ RU ZLWK DQ\ RWKHU FRQGLWLRQV XQGHU 5XOH

RU RWKHUZLVH UHVWULEFWHG VXFK VKDUHV PD\ EH VROG LPPHGLDWHO\

5XOH

,Q JHQHUDO XQGHU 5XOH DV FXUUHQWO\ LQ HIITHFW HDFK RI RXU HP
RXU RUGLQDU\ VKDUHV IURP XV LQ FRQQHFWLRQ ZLWK D FRPSHQVDWRU
SULRU WR WKH FORVLQJ RI WKLV RIITHULQJ LV HOLJLEOH WR UHVHOO VX
FRPSOLDQFH ZLWK VRPH RI WKH UHVWULFWLRQV DV GHVFULEHG EHORZ

5X0OH ZLOO DSSO\ WR WKH RSWLRQV JUDQWHG XQGHU RXU LQFHQWLY
ZLWK WKH VKDUHV DFTXLUHG XSRQ H[HUFLVH RI WKHVH RSWLRQV LQFC
6HFXULWLHYV LVVXHG LQ UHOLDQFH RQ 5XOH DUH UHVWULFWHG VHFX
FORVLQJ RI WKLV RIITHULQJ LQ UHOLDQFH RQ 5XOH E\

$+ SHUVRQV RWKHU WKDQ DIILOLDWHY ZLWKRXW UHVWULFWLRQ DQG

fDIILOLDWHY VXEMHFW WR WKH PDQQHU RI VDOH FXUUHQW SXEOLF L
LQ HDFK FDVH ZLWKRXW FRPSOLDQFH ZLWK WKH VL[ PRQWK KROGLQJ S

JRUP 6 B5HIJLVWUDWLRQ 6WDWHPHQWYV

JROORZLQJ WKH FORVLQJ RI WKLV RIITHULQJ ZH LQWHQG WR ILOH RQH R
WKH 6HFXULWLHV $FW WR UHJLVWHU LQ WKH DJJUHJDWH D QXPEHU RI
RUGLQDU\ VKDUHV IROORZLQJ WKLV RITHULQJ LVVXHG RU UHVHUYHG IR
VWDWHPHQW RQ )RUP 6 ZLOO EHFRPH HIIHFWLYH DXWR[MMWLFECGOA\DXSF
VKDUH RSWLRQ RU RWKHU DzZDUG DQG UHJLVWHUHG SXUVXDQW WR WKH
SURYLVLRQV DQG 5XOH YROXPH OLPLWDWLRQV DSSOLFDEOH WR RXU
LPPHGLDWHO\ XQOHVV WKH\ DUH VXEMHFW WR WKH GD\ ORFN XS RU
GD\ ORFN XS SHULRG H[SLUHV
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7KH IROORZLQJ GHVFULSWLRQ LV QRW LQWHQGHG W RV FIRH)YDWI MQMW\M RD W
DFTXLVLWLRQ RZQHUVKLS DQG GLVSRVLWLRQ RI RXU RUGLQDU\ VKDUH
FRQFHUQLQJ WKH WD[ FRQVHTXHQFHV RI \RXU SDUWLFXODU VLWXDWLR(
XQGHU WKH ODZV RI DQ\ VWDWH ORFDO IRUHLJQ RU RWKHU WD[LQJ MX

,VUDHOL 7D[ &RQVLGHUDWLRQV DQG *RYHUQPHQW 3URJUDPYV

7KH IROORZLQJ LV D VXPPDU\ RI WKH FXUUHQW WD[ UHJLPH LQ WKH 6WI
ZKR KROG RXU RUGLQDU\ VKDUHV RU $'6V

7KLV VXPPDU\ GRHVY QRW GLVFXVV DOO WKH DVSHFWAXED W UQHIVYWARRJ IC
OLJKW RI KLV RU KHU SHUVRQDO LQYHVWPHQW FLUFXPVWDQFHV RU WR
XQGHU ,VUDHOL 0Dz ([DPSOHV RI WKLV NLQG RI LQYHVWRU LQFOXGH W
RUGLQDU\ VKDUHV RU $'6V DV D FDSLWDO DVVHW 6RPH \SOLDWMRI KK EX
KDV QRW EHHQ VXEMHFW WR MXGLFLDO RU DGPLQLVWUDWLYH LQWHUSLU
RU SURIHVVLRQDO WD[ DGYLFH DQG GRHV QRW FRYHU DOO SRVVLEOH W

+2/'(56 $1' 327(17,%/ ,19(67256 $5( 85*(' 72 &2168/7 7+(,5 2:2FG; $'9,6

$6 72 7+( ,65%(/, 25 27+(5 7$; &216(48(1&(6 2) 7+( 385&+$6( 2:1(56+,3 $1°
',6326,7,21 2) 285 25',1$5< 6+$5(6 25 $'6V ,1&/8',1* 1 3$57,&8/$5 7+( ())
2) $1< )25(,*1 67$7( 25 /2&%$/ 7$;(6

*HQHUDO &RUSRUDWH 7D[ 6WUXFWXUH LQ ,VUDHO

, VUDHOL UHVLGHQW FRPSDQLHY DUH JHQHUDOO\ VXEMHFW WR FRUSRUL
FXUUHQWO\ DW WKH UDWH RI RI D FRPSDQ\YVY WD[DEOH LQFRPH 7KH
UHFHQW \HDUV DQG LW ZDV IRU WKH WD[ \HDU &DSLWDO JDLQV (
VXEMHFW WR WD[ DW WKH SUHYDLOLQJ FRUSRUDWH WD[ UDWH

8QGHU WKH ,VUDHOL (QFRXUDJHPHQW RI &DSLWDO ,QYHVWPHQWYV /DZ
E\ D 3%HQHILWHG (QWHUSULVH" ZLOO EH H[HPSW IURP WD[ IRU XS WR
PDGH VXFK DQ HOHFWLRQ LQ 7KH HIHPSWLRQ LV FRQWLQJHQW XSR(
(QFRXUDJHPHQW /DZ LQFOXGLQJ UHFHLSW RI DSSURYDO RI ELRWHFKQR
REWDLQLQJ VXFK DSSURYDO

7TD[DWLRQ RI 2XU 6KDUHKROGHUYV

&DSLWDO JDLQV

&DSLWDO JDLQV WD[ LV LPSRVHG RQ WKH GLVSRVDO Rl FDSLWDO DVVHV
DVVHWYV E\ D QRQ UHVLGHQW RI ,VUDHO LI WKRVH DVVHWV L DUH ORFIL
,VUDHOL UHVLGHQW FRUSRUDWLRQ RU LLL UHSUHVHQW GLUHFWO\ RL
,QFRPH 7D[ 2UGLQDQFH 1HZ 9HUVLRQ RU WKH 7D[ 2UGLQDQFH GL)\
3 QIODWLRQDU\ 6XUSOXV ~ 5HDO *DLQ LV WKH H[FHVV Rl WKH WRWDO FD
6XUSOXV LV D SRUWLRQ RI WKH WRWDO FDSLWDO JDLQ ZKLFK LV HTXLY
DWWULEXWDEOH WR WKH LQFUHDVH LQ WKH ,VUDHD Il RRRHL\ QP FXJU & BIQFH
H[FKDQJH UDWH EHWZHHQ WKH GDWH RI SXUFKDVH DQG WKH GDWH RI \

5HDO *DLQ DFFUXHG E\ LQGLYLGXDOV RQ WKH VDOH RI RXU RUGLQDU\ VvV
+RZHYHU LI WKH LQGLYLGXDO VKDUHKROGHU LV D 36XEVWDQWLDO ¢

LQGLUHFWO\ DORQH RU 37RJHWKHU ZLWK $QRWKHU 3HUVRQ ° RU PRL
UHVLGHQW FRPSDQ\ DW WKH WLPH RI VDOH RU DW DQ\ WLPH GXULQJ W
WD[HG DW WKH UDWH RI JRU SXUSRVHV RI WKLV SDUDJUDSK WKH Wt

ZLWK KLV RU KHU 35HODWLYH ~ DV ZHOO DV ZLWK D SHUVRQ ZKR LV QRW
FRRSHUDWLRQ ZLWK KLP RU KHU XQGHU DQ DJUHHPHQW LQ PDWHULDO |
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WKH &RPSDQ\ GLUHFWO\ RU LQGLUHFWO\ 7KH WHUP 35HODWLYH  PHDQ'
SDUHQW SDUHQW RI D SDUHQW GHVFHQGDQW DQG GHVFHQGDQW RI D
LL D GHVFHQGDQW RI D EURWKHU RU VLVWHU DQG D EURWKHU RU VLV
WHUP 30HDQV Rl &RQWURO~ JHQHUDOO\ LQFOXGHV WKH ULJKW WR YRWF
UHFHLYH SURILWV WKH ULJKW WR QRPLQDWH D GLUHFWRU RU DQ RIILF
SD\PHQW RI GHEWV RU WKH ULJKW WR LQVWUXFW VRPHRQH ZKR KROG"
ZKLFK KH RU VKH LV WR H[HUFLVH VXFK ULJKW V DQG ZKHWKHU E\ YLU
DQ\ RWKHU PDQQHU LQFOXGLQJ E\ PHDQV Rl YRWLQJ DJUHHPHQWYV RU
JHQHUDWHG E\ DQ LQGLYLGXDO FODLPLQJ GHGXFWLRQ RI ILQDQFLQJ HJ
UDWH RI XS WR

,QGLYLGXDO DQG FRUSRUDWH VKDUHKROGHUV GHDOLQJ LQ VHFXULWLH

EXVLQHVYV LQFRPHXx2xLQ D WD[ UDWH RI IRU FRUSRUDWLRQV DQG
LQGLYLGXDOV ,Q DGGLWLRQ LQ D H[FHVV WD[ LV OHYLHG RQ LQG
HI[FHHGV 1,6 DSSUR[LPDWHO\

1IRWZLWKVWDQGLQJ WKH IRUHJRLQJ FDSLWDO JDLQ GHULYHG IURP WKF
VKDUHKROGHU ZKR LV D QRQ UHVLGHQW RI ,VUDHO PD\ EH H[HPSW IURP
FRQGLWLRQV DUH PHW L WKH RUGLQDU\ VKDUHV RU $'6V ZHUH SXUFK
WKH VWRFN H[FKDQJH LL WKH VHOOHU GRHV QRW KDYH D SHUPDQHQW
JDLQ LV DWWULEXWDEOH LLL LI WKH VHOOHU LV D FRUSRUDWLRQ QR
DUH KHOG GLUHFWO\ DQG LQGLUHFWO\ E\ VKDUHKROGHUV ZKR DUH ,V!1
DV GHILQHG DERYH RU DORQJ ZLWK DQRWKHU ,VUDHOL UHVLGHQW DQ¢
UHVLGHQWY WKDW DUH GLUHFWO\ RU LQGLUHFWO\ HQWLWOHG WR R
DGGLWLRQ WKH VDOH RI RUGLQDU\ VKDUHV RU $'6V PD\ EH H[HPSW IUR
DQ DSSOLFDEOH WD[ WUHDW\ )RU H[DPSOH WKH 8 @QWVUDNREG 7DYDTHBEDW
FDSLWDO JDLQV WD[ LQ FRQQHFWLRQ ZLWK VXFK VDOH SURYLGHG L W
LQGLUHFWO\ RU PRUH Rl WKH ,VUDHOL UHVLGHQW FRPSDQ\TV YRWLC
SUHFHGLQJ VXFK VDOH LL WKH VHOOHU LI DQ LQGLYLGXDO LV SUHV}
\HDU DQG LLL WKH FDSLWDO JDLQ IURP WKH VDOH ZDV QRW GHULYHG
UHVLGHQW LQ ,VUDHO

8SRQ WKH VDOH RI VHFEXULWLHVY WKH SXUFKDVHU XWKIR QV WIKH® X KNV RKIN
WKH VKDUHVY DUH KHOG LV REOLJDWHG VXEMHFW WR WKH DERYH H[HPS
RU LQ UHVSHFW RI DQ LQGLYLGXDO RU FRUSRUDWLRQ UHVSHFWL"

8SRQ WKH VDOH RI VHFXULWLHY WUDGHG RQ D VWRFN H[FKDQJH D GHW
PXVW EH ILOHG DQG DQ DGYDQFH SD\PHQW PXVW EH PDGH RQ -DQXDU\
VDOHV RI VHFXULWLHY PDGH ZLWKLQ WKH SUHYLRXV VL[ PRQWKYV E\ ,VvU
GHGXFWHG +RZHYHU LI DOO WD[ GXH ZDV ZLWKKHOG DW VRXUFH DFFR
DQG WKH UHJXODWLRQV SURPXOJDWHG WKHUHXQGHU WKHUH LV QR QH
SDLG &DSLWDO JDLQV DUH DOVR UHSRUWDEOH RQ WKH DQQXDO LQFRP

'LYLGHQGV
‘H KDYH QHYHU SDLG FDVK GLYLGHQGY $ VKDUHKROGHU ZKR LV DQ ,VU
WR LQFRPH WD[ DW D UDWH RI RQ GLYLGHQGV ZH SD\ +RZHYHU D

LV D 6XEVWDQWLDO 6KDUHKROGHU DV GHILQHG DERYH DW WKH WLPH
PRQWK SHULRG ,I WKH GLYLGHQG LV SDLG IURP RXU LQFRPH WKDW ZDV
%HQHILWHG RU 3ULYLOHJHG (QWHUSULVH XQGHU WKH (QFRXUDJHPHQW
IURP SURILWY GHULYHG DIWHU -DQXDU\ , ] WKH UHFLSLHQW RIl WK
GLYLGHQG JHQHUDOO\ ZLOO EH H[HPSW IURP ,VUDHOL LQFRPH WD[ SUR
ZDV GHULYHG RU DFFUXHG ZLWKLQ ,VUDHO

'LYLGHQGY GLVWULEXWHG E\ DQ ,VUDHOL UHVLGHQW FRPSDQ\ WR D QR(
DUH JHQHUDOO\ VXEMHFW WR WD[ DW WKH UDWH RI LI WKH GLYLC
WLPH RI GLVWULEXWLRQ RU DW DQ\ WLPH GXULQJ WKH SUHFHGLQJ PR
SURYLVLRQV RI DQ DSSOLFDEOH WD[ WUHDW\ 8QGHU WKH 8 6 ,VUDHO i
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IROORZLQJ WD[ UDWHV ZLOO DSSO\ LQ UHVSHFW RI GLYLGHQGV GLVWUL
L LI GXULQJ WKDW SRUWLRQ Rl WKH WD[DEOH \HDU ZKLFK SUHFHGHV
LWV SULRU WD[DEOH \HDU LI DQ\ WKH 8 6 UHVLGHQW LV D FRUSRUDW
VKDUHV RI WKH ,VUDHOL FRUSRUDWLRQ DQG QRW PRUH WKDQ RI WKF
SULRU WD[DEOH \HDU LI DQ\ FRQVLVWV RI FHUWDLQ W\SHV RI LQWHUH
FRQGLWLRQV PHQWLRQHG LQ VHFWLRQ L DERYH DUH PHW DQG WKH GL
LQFRPH WKDW ZDV HQWLWOHG WR D UHGXFHG WD|[ WDXWQHGBI®S\WWKFHDEOH V
(QFRXUDJHPHQW /DZ WKH WD[ UDWH LV DQG LLL LQ DOO RWKHU FC
WKH 8 6 ,VUDHO 7D[ 7TUHDW\ ZLOO QRW DSSO\ LI WKHDEOLIVKPRIGW RARPI
WKH 8 6 WUHDW\ UHVLGHQW LQ ,VUDHO

‘H DUH REOLJDWHG WR ZLWKKROG WD[ XSRQ WKH GLVWULEXWLRQ RI GL

$ QRQ UHVLGHQW RI ,VUDHO ZKR UHFHLYHV GLYLGHQGV IURP ZKLFK ,VU
REOLIJDWLRQ WR ILOH WD[ UHWXUQV LQ ,VUDHO ZLWK UHVSHFW WR VXF
JHQHUDWHG IURP EXVLQHVY FRQGXFWHG LQ ,VUDHO E\ WKH WD[SD\HU

LQFRPH LQ ,VUDHO ZLWK UHVSHFW WR ZKLFK D WD[ UHWXUQ LV UHTXLU

JRUHLJQ H[FKDQJH UHJXODWLRQV

1RQ UHVLGHQWYV Rl ,VUDHO ZKR KROG RXU RUGLQDU\ VKDUHV RU $'6V D
SD\DEOH XSRQ WKH GLVVROXWLRQ OLTXLGDWLRQ DQG ZLQGLQJ XS RI F
UDWH RI H[FKDQJH +RZHYHU ,VUDHOL LQFRPH WD[ LV JHQHUDOO\ UHTX
DPRXQWY ,Q DGGLWLRQ WKH VWDWXWRU\ IUDPHZRUN IRU WKH SRWHQ\
EHHQ HOLPLQDWHG DQG WKHVH FRQWUROV PD\ EH UHVWRUHG DW DQ\ \

(VWDWH DQG JLIW WD]
. VUDHOL ODZ SUHVHQWO\ GRHVY QRW LPSRVH HVWDWH RU JLIW WD[HV

8 6 )HGHUDO ,QFRPH 7D[ &RQVHTXHQFHYV

7KH IROORZLQJ LV D GHVFULSWLRQ RI WKH PDWHULDO BFG XLWEMWLRQ LQI
RZQHUVKLS DQG GLVSRVLWLRQ RI RXU VKDUHV 7KLV GHVFULSWLRQ DG
FROQVHTXHQFHVY WR 8 6 +ROGHUV DV GHILQHG EHORZ WKDW DUH LQLW
DQG WKDW ZLOO KROG VXFK VKDUHYVY DV FDSLWDO DWWMW\W I& R HYV6Q RMG F
DGGUHVVY WD[ FRQVLGHUDWLRQV DSSOLFDEOH WR XRIO@H W\L WKRXWP D\ E
OLPLWDWLRQ

$+EDQNV FHUWDLQ ILQDQFLDO LQVWLWXWLRQV RU LQVXUDQFH FRPSDC(
$+ UHDO HVWDWH LQYHVWPHQW WUXVWV UHJXODWHG LQYHVWPHQW FR
$ GHDOHUV RU WUDGHUV LQ VHFEXULWLHV FRPPRGLWLHV RU FXUUHQFL
$+ WD[ H{HPSW HQWLWLHV RU RUJDQL]DWLRQV

+ FHUWDLQ IRUPHU FLWL]JHQV RU UHVLGHQWY RI WKH 8QLWHG 6WDWHYV
$+ SHUVRQV WKDW UHFHLYHG RXU VKDUHV DV FRPSHQVDWLRQ IRU WKH

FfSHUVRQV WKDW ZLOO KROG RXU VKDUHYV DV SDUW RI D 3KHGJLQJ ™ 3L
SRVLWLRQ LQ D 3VWUDGGOH” IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVH

FSDUWQHUVKLSYVY LQFOXGLQJ HQWLWLHYV FODVVLILHG DV SDUWQHUVK
SDVV WKURXJK HOWLWLHY RU KROGHUV WKDW ZLOO KROG RXU VKDU

16 FRUSRUDWLRQV
186 +ROGHUV DV GHILQHG EHORZ ZKRVH 3IXQFWLRQDO FXUUHQF\" L
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FSHUVRQV WKDW RZQ GLUHFWO\ LQGLUHFWO\ RU WKURXJK DWWULEXYV
VKDUHV RU

FSHUVRQV KROGLQJ RXU VKDUHVY LQ FRQQHFWLRQ ZLWK D WUDGH RU |

ORUHRYHU WKLV GHVFULSWLRQ GRHV QRW DGGUHVV WKH 8 6 IHGHUDO
FRQVHTXHQFHV OHGLFDUH FRQWULEXWLRQ WD[ RQ QHW LQYHVWPHQW |
FRQVHTXHQFHV RI WKH DFTXLVLWLRQ RZQHUVKLS DQG GLVSRVLWLRQ F

6 XEMHFW WR WKH GLVFXVVLRQ EHORZ XQGHU 32&RXQWU\ RI 7D[ 5SHVLGH
WUHDWHG DV D 8 6 FRUSRUDWLRQ IRU 8 6 IHGHUDO LQFRPH WD[ SXUSF

7KLV GHVFULSWLRQ LV EDVHG RQ WKH &RGH H[LVWLQJ SURSRVHG DQG
WKHUHXQGHU DQG DGPLQLVWUDWLYH DQG MXGLFLD® D QM HDEOHVRDQV MR
GDWH KHUHRI $00 WKH IRUHJRLQJ LV VXEMHFW WR FKDQJH ZKLFK FKD
WD[ FRQVHTXHQFHY GHVFULEHG EHORZ 7KHUH FDQ EH QR DVVXUDQFHYV
FRQFHUQLQJ WKH WD[ FRQVHTXHQFHV RI WKH DFTXLVLWLRQ RZQHUVKL
SRVLWLRQ ZRXOG QRW EH VXVWDLQHG +ROGHUV VKRXOG FRQVXOW WK
ORFDO DQG IRUHLJQ WD[ FRQVHTXHQFHV RI DFTXLULQJ RZQLQJ DQG GL
FLUFXPVWDQFHYV

JRU SXUSRVHV RI WKLV GHVFULSWLRQ WKH WHUP 38 6 +ROGHU” PHDQV
IHGHUDO LQFRPH WD[ SXUSRVHV LV L D FLWL]JHQ RU UHVLGHQW RI WK
D FRUSRUDWLRQ IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV FUHDWHG RL
DQ\ VWDWH WKHUHRI RU WKH 'LVWULFW RI &ROXPELD LLL DQ HVWDWI
WD[ UHJDUGOHVYV RI LWV VRXUFH RU LY D WUXVW ZLWK UHVSHFW W
H[HUFLVH SULPDU\ VXSHUYLVLRQ RYHU LWV DGPLQLVWUDWLRQ DQG RQl
DOO RI LWV VXEVWDQWLDO GHFLVLRQV RU WKDW KDOHHO B FWH® PAHR VE
SXUSRVHYV

./ D SDUWQHUVKLS RU DQ\ RWKHU HQWLW\ WUHDWHG DV D SDUWQHUVK
VKDUHV WKH 8 6 IHGHUDO LQFRPH WD[ FRQVHTXHQFHYV UHODWLQJ WR
WKH VWDWXV RI WKH SDUWQHU DQG WKH DFWLYLWLHYV RI WKH SDUWQH!
DGYLVRU UHJDUGLQJ WKH 8 6 IHGHUDO LQFRPH WD[ FRQVHTXHQFHYV RI
LWV SDUWLFXODU FLUFXPVWDQFHYV

‘H EHOLHYH ZH ZHUH D 3),& IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV LQ
RXU JURVYV LQFRPH DQG JURVYV DVVHWY RXU LQWHQGHG XVH RI WKH SU
EXVLQHVY ZH EHOLHYH WKDW ZH ZLOO EH D 3),& LQ 6HH 32x3DVVLY
&RQVHTXHQFHV™ EHORZ

SHUVRQV FRQVLGHULQJ DQ LQYHVWPHQW LQ RXU VKDUWR WKKRHX S B URVRICR
WD[ FRQVHTXHQFHYVY DSSOLFDEOH WR WKHP UHODWWQR @ R IWROMHJ DVRKIDXU N Y/
LOQFOXGLQJ WKH DSSOLFDELOLW\ RI 8 6 IHGHUDO VWDWH DQG ORFDO V

7TD[DWLRQ RI 'LYLGHQGY DQG 2WKHU 'LVWULEXWLRQV RQ 2XU 6KDUHYV

6XEMHFW WR WKH GLVFXVVLRQ EHORZ XQGHU 33DVVLYH IRUHLJQ LQYHYV
+ROGHU WKH JURVV DPRXQW RI DQ\ GLVWULEXWLRQ PDGH WR \RX ZLWHK
, VUDHOL WD[HV ZLWKKHOG WKHUHIURP RWKHU WKDQ FHUWDLQ GLVWUL
RXU VKDUHKROGHUVY ZLOO JHQHUDOO\ EH LQFOXGLEOH LQ \RXU LQFRP#}
SDLG RXW RI RXU FXUUHQW RU DFFXPXODWHG HDUQLQJY DQG SURILWYV
SULQFLSOHV 'LYLGHQGY SDLG WR QRQ FRUSRUDWH 8 6 +ROGHUV PD\ T
ORQJ WHUP FDSLWDO JDLQV L H JDLQV IURP WKH VDOH RI FDSLWDO D
FHUWDLQ FRQGLWLRQV DUH PHW LQFOXGLQJ FHUWDLQ KROGLQJ SHULR
WUDQVDFWLRQV +RZHYHU VXFK ORZHU UDWH RI WD[DWLRQ VKDOO QRYV
ZKLFK LW SD\V D GLYLGHQG RU ZDV D 3),& IRU WKH SUHFHGLQJ WD[DEC
HOLJLEOH IRU WKH GLYLGHQGY UHFHLYHG GHGXFWLRQ JHQHUDOO\ DOO
DPRXQW RI DQ\ GLVWULEXWLRQ E\ XV H[FHHGV RXU FXUUHQW DQG DFFX
8 6 IHGHUDO LQFRPH WD]
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SULQFLSOHVY LW ZLOO EH WUHDWHG ILUVW DV D WD[ IUHH UHWXUQ RI D
ORQJ WHUP RU VKRUW WHUP FDSLWDO JDLQ GHSHQGLQJ XSRQ ZKHWKHL
RQH \HDU DV RI WKH WLPH VXFK GLVWULEXWLRQ LV UHFHLYHG :H GR QI
DQG SURILWY XQGHU 8 6 IHGHUDO LQFRPH WD[ SULQFLSOHYVY DQG WKHL
DPRXQW RI DQ\ GLVWULEXWLRQ JHQHUDOO\ ZLOO EH UHSRUWHG DV GLY

'LYLGHQGY SDLG WR D8 6 +ROGHU ZLWK UHVSHFW WR RXU VKDUHV ZLC
FUHGLW SXUSRVHV 6XEMHFW WR FHUWDLQ FRQGLWLRQAHDEIHGREWIHED W
IURP \RXU WD[DEOH LQFRPH RU FUHGLWHG DJDLQVW \RXU 8 6 IHGHUDO
WD[HV LQVWHDG RI FODLPLQJ IRUHLJQ WD[ FUHGLWY DSSOLHV WR DOO
OLPLWDWLRQ RQ IRUHLJQ WD[HV HOLJLEOH IRWHBHIGEW QW \WOHO/F RO D Q/H!
JRU WKLV SXUSRVH GLYLGHQGVY JHQHUDOO\ FRQVWLWXWH 3SDVVLYH FD
+ROGHUV 3JHQHUDO FDWHJRU\ LQFRPH ~ $ IRUHLJQ WD[ FUHGLW IRU IR!
GHQLHG LI \RX GR QRW VDWLVI\ FHUWDLQ PLQLPXP KROGLQJ SHULRG U}
RI WKH IRUHLJQ WD[ FUHGLW DUH FRPSOH[ DQG \RX VKRXOG FRQVXOW
HIWHQW \RX ZLOO EH HQWLWOHG WR WKLV FUHGLW

7KH DPRXQW RI D GLVWULEXWLRQ SDLG WR D 8 6 +ROGHU LQ D IRUHLJC
FXUUHQF\ FDOFXODWHG E\ UHIHUHQFH WR WKH VSRW H[FKDQJH UDWH R
UHJDUGOHVV RI ZKHWKHU WKH IRUHLJQ FXUUHQF\ LV FRQYHUWHG LQWR
RU ORVV D 8 6 +ROGHU UHDOL]HV RQ D VXEVHTXHQW FRQYHUVLRQ RI IF
EH LQFRPH RU ORVV ,I GLYLGHQGY UHFHLYHG LQ IRUHLJQ FXUUHQF\ DL
UHFHLYHG D 8 6 +ROGHU JHQHUDOO\ VKRXOG QRW EH UHTXLUHG WR Ul
WKH GLYLGHQG

6DOH ([FKDQJH RU 2WKHU 'LVSRVLWLRQ RI 2XU 6KDUHV

6 XEMHFW WR WKH GLVFXVVLRQ EHORZ XQGHU 32x3DVVLYH )RUHLJQ ,QYH
8 6 +ROGHU \RX ZLOO JHQHUDOO\ UHFRJQL]H JDLQ RU ORVV RQ WKH VI
HTXDO WR WKH GLITHUHQFH EHWZHHQ WKH DPRXQW UHDOL]HG RQ VXFK
WD[ EDVLV LQ RXU VKDUHV DQG VXFK JDLQ RU ORVV ZLOO EH FDSLWDO
JHQHUDOO\ EH HTXDO WR WKH FRVW RI VXFK VKDUH ,I \RX DUH D QRQ F
HI[FKDQJH RU RWKHU GLVSRVLWLRQ RI VKDUHV LV JHQHUDOO\ HOLJLEOF
JDLQV LI \RXU KROGLQJ SHULRG GHWHUPLQHG DW WKH WLPH RI VXFK V
H[FHHGY RQH \HDU L H VXFK JDLQ LV ORQJ WHUP FMZXEMBGWDVLR 7KH
OLPLWDWLRQV $Q\ VXFK JDLQ RU ORVV ZLOO JHQHUDOO\ EH WUHDWHG
OLPLWDWLRQ SXUSRVHYV

3DVVLYH )RUHLJQ ,QYHVWPHQW &RPSDQ\ &RQVHTXHQFHYV

, /1 ZH ZHUH WR EH FODVVLILHG DV D 3),& LQ DQ\ WD[DEQKOMINU D 8 6 +F
JHQHUDOO\ LQWHQGHG WR UHGXFH RU HOLPLQDWH DQ\ EHQHILWYV IURP
+ROGHU FRXOG GHULYH IURP LQYHVWLQJ LQ D QRQ 8 6 FRPSDQ\ WKDW
EDVLV

$ QRQ 8 6 FRUSRUDWLRQ ZLOO EH FODVVLILHG DV D 3),& IRU IHGHUDO |
DIWHU DSSO\LQJ FHUWDLQ ORRN WKURXJK UXOHV ZLWK UHVSHFW WR W

tDW OHDVW RI LWV JURVV LQFRPH LV 3SDVVLYH LQFRPH™ RU

trDW OHDVW RI WKH DYHUDJH TXDUWHUO\ YDOXH RI LWV WRWDO JUI
PDUNHW YDOXH RI RXU VKDUHV ZKLFK LV VXEMHFW WRHEFKDQJH LV D
LQFRPH" RU DUH KHOG IRU WKH SURGXFWLRQ RI SDVVLYH LQFRPH

3DVVLYH LQFRPH IRU WKLV SXUSRVH JHQHUDOO\ LQFOXGHY GLYLGHQGYV
DQG VHFXULWLHYVY WUDQVDFWLRQV WKH H[FHVV RI HDIWR/GRKFHUSORV V¥HKN
LQFRPH DQG LQFOXGHV DPRXQWYV GHULYHG E\ UHDVRQ RI WKH WHPSRU
VKDUHV ,I D QRQ 8 6 FRUSRUDWLRQ RZQV DW OHDVW E\ YDOXH RI W
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DOQRWKHU FRUSRUDWLRQ WKH QRQ 8 6 FRUSRUDWLRQ LV WUHDWHG IR
VKDUH RI WKH DVVHWYV Rl WKH RWKHU FRUSRUDWLRQ DQG DV UHFHLYLC
FRUSRUDWLRQYV LQFRPH ,I ZH DUH FODVVLILHG DV D 3),& LQ DQ\ \HDU
VKDUHV ZH ZLOO JHQHUDOO\ FRQWLQXH WR EH WUHDWXHGHH DQ3J) \& ZUY
GXULQJ ZKLFK WKH 8 6 +ROGHU RZQV RXU VKDUHV UHJDUGOHVV RI ZK}F
DERYH

‘H EHOLHYH WKDW ZH ZHUH D 3),& LQ DQG DQG EDVHG RQ HVWLF
RXU LOWHQGHG XVH RI WKH SURFHHGV RI WKLV RITHULQJ DQG WKH QDV
FODVVLILHG DV D 3),& IRU WKH WD[DEOH \HDU HQGLQJ '"HFHPEHU
DVVHWY DQG DFWLYLWLHV IRU WKH HOQWLUH WHD[WEOGQGWMHZKHWKHLWY 2HR Wl
FKDUDFWHUL]HG DV D 3),& IRU WKH WD[DEOH \HDU XQWLO DIWHU WK
RXU 3),& VWDWXV DQQXDOO\ EDVHG RQ WHVWYV ZKLFK DUH IDFWXDO LQ
RXU LQFRPH DVVHWY DQG DFWLYLWLHVY LQ WKRVH \HDUV ,Q DGGLWLRC(
XWLOL]H WKH FDVK SURFHHGV IURP WKLV RITHULQJ LQ RXU EXVLQHVV

8 6 +tROGHUV VKRXOG EH DZDUH RI FHUWDLQ WD[ FRQVHTXHQFHV RI LQ
ZKLFK ZH DUH D 3),& $8 6 +ROGHU LV VXEMHFW WR GLITHUHQW UXOHYV
SPDUN WR PDUNHW™ HOHFWLRQ ZLWK UHVSHFW WR RXU VKDUHV LI VXFK

‘H GR QRW LQWHQG WR SURYLGH LQIRUPDWLRQ QHFHVVDU\ IRU 8 6 KRC
NQRZQ DV D 4() HOHFWLRQ ZKLFK LI DYDLODEOH ZRXOG UHVXOW LQ W
DGYHUVH WKDQ WKH JHQHUDO WD[ WUHDWPHQW IRU 3),&V GHVFULEHG

ODUN WR PDUNHW RRUPAPVWDRIMHY DUH WUHDWHG DV 3PDUNHWDEOH VWRFN
PDNH D 3PDUN WR PDUNHW”™ HOHFWLRQ ZLWK UHVSHFW WR RXU VKDUHYV
SRUWLRQV RI DQG ILOHV ,56 )RUP LQ DFFRUGDQFH ZLWK WKH LQVWL
+ROGHU JHQHUDOO\ ZRXOG LQFOXGH DV RUGLQDU\ LQFRPH LQ HDFK WD
YDOXH RI WKH VKDUHY DW WKH HQG RI WKH WD[DEOH \HDU RYHU VXFK k
+ROGHU ZRXOG DOVR EH SHUPLWWHG DQ RUGLQDU\ ORVV LQ UHVSHFW |
EDVLV LQ WKH VKDUHVY RYHU WKHLU IDLU PDUNHW YDOXH DW WKH HQG |
DPRXQW SUHYLRXVO\ LQFOXGHG LQ LQFRPH DV D UHVXOW RI WKH PDUN
VKDUHVY ZRXOG EH DGMXVWHG WR UHIOHFW DQ\ VXFK LQFRPH RU ORVYV |
GLVSRVLWLRQ RI RXU VKDUHV ZRXOG EH WUHDWHG DV RUGLQDU\ LQFRP
RWKHU GLVSRVLWLRQ RI WKH VKDUHY ZRXOG EH WUHDWHG DV RUGLQDL
QHW PDUN WR PDUNHW JDLQV SUHYLRXVO\ LQFOXGHG LQ LQFRPH E\ WK
DPRXQW ZLOO EH WUHDWHG DV FDSLWDO ORVV S$ERXQWVY WWHDWWRUD\E
WD[ UDWHVY DSSOLFDEOH WR TXDOLILHG GLYLGHQG LQFRPH RU ORQJ WF

*HQHUDOO\ RXU VKDUHV ZLOO EH FRQVLGHUHG PDUNHWDEOH VWRFN LI
ZLWKLQ WKH PHDQLQJ RI DSSOLFDEOH 7UHDVXU\ 5HIXGBWLRQ\D QRAXU VK
FDOHQGDU \HDU LQ ZKLFK PRUH WKDQ D GH PLQLPLV TXDQWLW\ RI WKH
OHDVW GD\V GXULQJ HDFK FDOHQGDU TXDUWHU 7KH 1DVGDT &DSLWD
%HFDXVH D PDUN WR PDUNHW HOHFWLRQ FDQQRW EH PDGH IRU DQ\ ORZ
FRQWLQXH WR EH VXEMHFW WR WKH WD[ DQG LQWHUHVW FKDUJH UXOH)\
LOWHUHVW LQ DQ\ LQYHVWPHQWY KHOG E\ XV WKDW DUH WUHDWHG DV
SXUSRVHV LQFOXGLQJ VWRFN LQ DQ\ RI RXU FRPSDQ\YV VXEVLGLDULHV
PDUN WR PDUNHW HOHFWLRQ LW ZLOO EH HIIHFWIGHHDRG WP WOENHO K
WD[DEOH \HDUV XQOHVYV RXU VKDUHV DUH QR ORQJHU UHJXODUO\ WUDG
UHYRFDWLRQ RI WKH HOHFWLRQ

'"HIDXOW 3),& ¥ RBHWROGHU ZKR GRHV QRW PDNH D WLPHO\ PDUN WR PD
WLPHO\ TXDOLILHG HOHFWLQJ IXQG HOHFWLRQ UHIHEHWWG 2L QEMWKLYV
VXEMHFW WR VSHFLDO UXOHV ZLWK UHVSHFW WR D DQ\ 3H[FHVV GLVW
UHFHLYHG E\ WKH 1RQ (OHFWLQJ 8 6 +ROGHU RQ WKH VKDUHV LQ D WD|
GLVWULEXWLRQV UHFHLYHG E\ WKH 1RQ (OHFWLQJ 8 6 +ROGHU LQ WKH
1RQ (OHFWLQJ 8 6 +tROGHUYfV KROGLQJ SHULRG IRU KLV VKDUHVY DQG

GLVSRVLWLRQ RI VXFK VKDUHV 8QGHU WKHVH UXOHYV
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f WKH H[FHVV GLVWULEXWLRQ RU JDLQ ZRXOG EH DOORFDWHG UDWDE(
SHULRG IRU WKH 6KDUHV

$+ WKH DPRXQW DOORFDWHG WR WKH FXUUHQW WD[DEOH \HDU DQG DQ\
RUGLQDU\ LQFRPH DQG

+t WKH DPRXQW DOORFDWHG WR HDFK RI WKH RWKHU WD[DEOH \HDUV Z
HITHFW IRU WKH DSSOLFDEOH FODVV RI WD[SD\HU IRU WKDW \HDU DC
ZRXOG EH LPSRVHG ZLWK UHVSHFW WR WKH UHVXOWLQJ WD[ DWWULE

,] D1IRQ (OHFWLQJ 8 6 +ROGHU ZKR LV DQ LQGLYLGXDO GLHV ZKLOH RZ
VXFFHVVRU ZRXOG EH LQHOLJLEOH WR UHFHLYH D VWHS XS LQ WD[ EDV
HOQFRXUDJHG WR FRQVXOW WKHLU WD[ DGYLVRUV UHJDUGLQJ WKH DSSC

7R WKH HIWHQW D GLVWULEXWLRQ RQ RXU VKDUHY GRHVY QRW FRQVWLMW
+ROGHU VXFK 1RQ (OHFWLQJ 8 6 +ROGHU JHQHUDOO\ ZLOO EH UHTXLUI
JURVVY LQFRPH DV D GLYLGHQG WR WKH H[WHQW RI RXU FXUUHQW RU DF
8 6 IHGHUDO LQFRPH WD[ SXUSRVHV WKDW DUH QRW DOORFDWHG WR }
GLVWULEXWLRQV DUH GLVFXVVHG DERYH XQGHU 37D[DWLRQ DQG *RYHU!
&RQVHTXHQFHVx2x7D[DWLRQ RI 'LYLGHQGY DQG 2WKHU '"LVWULEXWLRQV
WR FRQVXOW LWV RZzQ WD[ DGYLVRU ZLWK UHVSHFW WR WKH DSSURSUL
RQ RXU VKDUHYV

,Q DQ\ \HDU LQ ZKLFK DUH D 3),& WKH JHQHUDO WD[ WUHDWPHQW IRU 8
WR LQGLUHFW GLVWULEXWLRQV DQG JDLQVY GHHPHG WR EH UHDOL]JHG E
DOVR PD\ EH GHWHUPLQHG WR EH 3),&V

7KH 8 6 IHGHUDO LQFRPH WD[ UXOHV UHODWLQJ WR 3),¥0OWUHKFHRESOH]|
RzZzQ WD[ DGYLVRUV ZLWK UHVSHFW WR WKH SXUFKDWHHQRZEMWIUR/EYLS DQG
DYDLODEOH ZLWK UHVSHFW WR VXFK VKDUHVY DQG WHMSBEW NWRUWPBOM LR
SXUFKDVH RZQHUVKLS DQG GLVSRVLWLRQ RI RXU VKDUHYV

&HUWDLQ 5HSRUWLQJ S5SHTXLUHPHQWYV

&HUWDLQ 8 6 +ROGHUV PD\ EH UHTXLUHG WR ILOH ,56 )RUP SHWXUQ
&RUSRUDWLRQ DQG ,56 )RUP ,QIRUPDWLRQ 5HWXUQ RI 8 6 3HUVRQ
&RUSRUDWLRQV UHSRUWLQJ WUDQVIHUV RI FDVK RU RWKHU SURSHUW\
XV 6XEVWDQWLDO SHQDOWLHY PD\ EH LPSRVHG XSRQ D 8 6 +ROGHU WI
FRQVXOW LWV RZQ WD[ DGYLVRU UHJDUGLQJ WKHVH UHTXLUHPHQWYV

)XUWKHUPRUH FHUWDLQ 8 6 +ROGHUV RZQLQJ *VSHFLKHM GQ RYFHYE ILC
RIx WKRXVDQG DQG LQ VRPH FLUFXPVWDQFHV D KLJKHU WKUHVKRO
BWDWHPHQW RI 6SHFLILHG )RUHLJQ )LQDQF L X® LS WD W HAL YWKQWH V G SHHF R
IRUHLJQ ILQDQFLDO DVVHWV  JHQHUDOO\ LQFOXGH DQ\QN.\WWDW K IWIL® @V F |
ZHOO DV DQ\ RI WKH IROORZLQJ EXW RQO\ LI WKH\ DUH QRW KHOG LQ C
L VWRFNV DQG VHFXULWLHV LVVXHG E\ QRQ 8 6 SHUVRQV ZKLFK PD\ |
FRQWUDFWYV KHOG IRU LQYHVWPHQW WKDW KDYH QRQ 8 6 LVVXHUV RU
7KH ,56 KDV LVVXHG JXLGDQFH H[HPSWLQJ *VSHFLILHFERRQWLUIQRR QDQF
UHSRUWLQJ XQGHU WKLV SURYLVLRQ DOWKRXJK WKH ILQDQFLDO DFFR}
LQVWLWXWLRQ PD\ UHPDLQ VXEMHFW WR WKLV UHSRUWLQJ UHTXLUHPF
UHJDUGLQJ WKH DSSOLFDWLRQ Rl WKHVH UHTXLUHPHQWY WR WKHLU RZ

,/ D86 +ROGHU RZQV VKDUHV GXULQJ DQ\ \HDU LQ ZKLFK ZH DUH D 3),.
WR ILOH DQ ,56 )RUP ,QIRUPDWLRQ 5HWXUQ E\ D 6KDUHKROGHU RI L
4XDOLILHG (OHFWLQJ )XQG ZLWK UHVSHFW WR RXU FRPISDMD[ WUHHQHUDD (
IRU WKDW \HDU
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%DFNXS :LWKKROGLQJ 7D[ DQG ,QIRUPDWLRQ 5HSRUWLQJ 5HTXLUHPHQW

8 6 EDFNXS ZLWKKROGLQJ WD[ DQG LQIRUPDWLRQ UHSRUWLQJ UHTXLUEF
KROGHUV RI RXU VKDUHV ,QIRUPDWLRQ UHSRUWLQJ ZLOO JHQHUDOO\ LC
IURP WKH VDOH H[FKDQJH RU RWKHU GLVSRVLWLRQ RI RXU VKDUHV PD
8 6 PLGGOHPDQ WR D KROGHU RI RXU VKDUHVY RWKHU WKDQ DQ H[HPS
SHUVRQ WKDW SURYLGHVY DQ DSSURSULDWH FHUWLILFDWLRQ DQG FHUW
EDFNXS ZLWKKROGLQJ WD[ IURP DQ\ SD\PHQWYV RI GLYLGHQGYV RQ RU W
GLVSRVLWLRQ RI VKDUHV ZLWKLQ WKH 8QLWHG 6WDWHV RU E\ D 8 6 S
H[HPSW UHFLSLHQW LI VXFK KROGHU IDLOV WR IXUQLVK LWV FRUUHFW
FRPSO\ ZLWK RU HVWDEOLVK DQ H[HPSWLRQ IURP VXFK EDFNXS ZLWKK
XQGHU WKH EDFNXS ZLWKKROGLQJ UXOHV ZLOO EH DO ORZHGDDVLQ FFRIRHH
WD[ OLDELOLW\ LI DQ\ DQG DQ\ H[FHVV DPRXQWYV ZLWKKHOG XQGHU Wt
SURYLGHG WKDW WKH UHTXLUHG LQIRUPDWLRQ LV WLPHO\ IXUQLVKHG V\

&RXQWU\ RI 7D[ 5SHVLGHQFH

JRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV D FRUSRUDWLRQ JHQHUDOO\
LOQFRUSRUDWLRQ :H DUH LQFRUSRUDWHG XQGHU WKH ODZV RI WKH 6WL
FRUSRUDWLRQ XQGHU WKLV JHQHUDO UXOH +RZHYHU G6HFWLRQ R1\
IRUHLJQ FRUSRUDWLRQ EHLQJ WUHDWHG DV D 8 6 FRUSRUDWLRQ IRU 8
WKHVH UXOHV LV FRPSOH[ DQG WKHUH LV OLWWOWLKQGDQFH UHJDUGL(

8QGHU 6HFWLRQ RI WKH &RGH D FRUSRUDWLRQ FUHDWHG RU RUJDQ
8 6 FRUSRUDWLRQ IRU 8 6 IHGHUDO WD[ SXUSRVHV ZKHQ L WKH IRUHI
VXEVWDQWLDOO\ DOO RI WKH SURSHUWLHYV KHOG GLUHFWO\ RU LQGLUH
WKH DFTXLUHG 8 6 FRUSRUDWLRQ KROG DW OHDVW RI WKH YRWH RU
FRUSRUDWLRQ E\ UHDVRQ Rl KROGLQJ VWRFN LQ WKH 8 6 DFTXLUHG FR
SH[SDQGHG DIILOLDWHG JURXS" GRHV QRW KDYH *VXERWDWYWREQVEXVRQ
LQFRUSRUDWLRQ UHODWLYH WR LWV H[SDQGHG DIILOLDWHG JURXSTV Z|
DIILOLDWHG JURXS” JHQHUDOO\ PHDQV WKH IRUHLJQ FRUSRUDWLRQ DQ:
GLUHFWO\ RU LQGLUHFWO\ RZQV PRUH WKDQ RI WKH VWRFN E\ YRWH
JHQHUDOO\ PHDQV DW OHDVW RI HPSOR\HHV E\ QXPEHU DQG FRPSHC
H[SDQGHG DIILOLDWHG JURXS DUH EDVHG ORFDWHG DQG GHULYHG UH'

‘H GR QRW EHOLHYH WKDW ZH VKRXOG EH WUHDWHG DV D 8 6 FRUSRUD
6HFWLRQ RI WKH &RGH EHFDXVH ZH EHOLHYH WKDWQH+REZMWM HEMX EW M/}t
,56 PD\ GLVDJUHH ZLWK RXU FRQFOXVLRQ RQ WKLV SRLQW ,Q DGGLWLR
WKH VFRSH RI 8 6 FRUSRUDWH WD[ UHVLGHQFH DQG WKHUH FRXOG EH |
5HIXODWLRQV SURPXOJDWHG WKHUHXQGHU WKDW FRXOG UHVXOW LQ X

.l LW ZHUH GHWHUPLQHG WKDW ZH VKRXOG EH WUHDWHG DV D 8 6 FRU!
FRXOG EH OLDEOH IRU VXEVWDQWLDO DGGLWLRQDO 8 6 IHGHUDO LQFR
5HLQFRUSRUDWLRQ

7+( ',6&866,21 $%29( ,6 $ *(1(5%/ 680085< ,7 '2(6 127 &29(5 $// 7$;
0$77(56 7+$7 0$< %( 2) ,03257$1&( 72 $ 35263(&7,9( ,19(6725 ($&+
35263(&7,9( ,19(6725 ,6 85*(' 72 &2168/7 ,76 2:1 7$; $'9,625 $%287 7+( 7$;
&216(48(1&(6 72 ,7 2) $1 ,19(670(17 ,1 6+$5(6 ,1 /,*+7 2) 7+( ,19(672576 2::
&,5&8067$1&(6
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81'(5:5,7,1*

‘H HQOWHUHG LQWR DQ XQGHUZULWLQJ DJUHHPHQW ZLWK WKH XQGHUZU
2SSHQKHLPHU &R ,QF LV DFWLQJ DV WKH UHSUHVHQWDWLYH RI WKH .
IRU WKH SXUFKDVH RI D VSHFLILF QXPEHU RI $'6V E\ HDFK RI WKH XQGH
VHYHUDO ZKLFK PHDQV WKDW HDFK XQGHUZULWHU LV UHTXLUHG WR S)>
UHVSRQVLEOH IRU WKH FRPPLWPHQW RI DQ\ RWKHU XQGHUZULWHU WR !
RI WKH XQGHUZULWLQJ DJUHHPHQW HDFK XQGHUZULWHU KDV VHYHUDO
RSSRVLWH LWV QDPH EHORZ

1XPEHU
8QGHUZULWHU RI $'6V
2SSHQKHLPHU &R ,QF 0606006006

IDGHQEXUJ 7TKDOPDQQ &R ,QF

7TRWDO

7KH XQGHUZULWHUYV KDYH DJUHHG WR SXUFKDVH DOO RI WKH $'6V RIIHL
WKH RYHU DOORWPHQW RSWLRQ GHVFULEHG EHORZ LI DQ\ DUH SXUFKD

UHDG\ IRU GHOLYHU\ RQ RU DERXW OOOOOOOO O DJDLQVW SD\PHC

7KH XQGHUZULWHUV DUH RIITHULQJ WKH $'6V VXEMHFW WR YDULRXV FRQ
UHSUHVHQWDWLYH RI WKH XQGHUZULWHUYV KDV DGYLVHG XV WKDW WKH
SXEOLF DW WKH SXEOLF RITHULQJ SULFH VHW IRUWK RQ WKH FRYHU SD.

FRQFHVVLRQ QRW LQ H[FHVV RIx OOOOO SHU $'6 WR EURNHUYVY DQG GHEL
SXEOLF WKH UHSUHVHQWDWLYH PD\ FKDQJH WKH RITHULQJ SULFH WKH

‘H KDYH JUDQWHG WKH XQGHUZULWHUY DQ RYHU DOORWPHQW RSWLRQ
DIWHU WKH GDWH RI WKLV SURVSHFWXV SHUPLWV WKH XQGHUZULWHUYV
IURP XV WR FRYHU RYHU DOORWPHQWYV LI DQ\ ,I WKH XQGHUZULWHUYV |
$'6V FRYHUHG E\ WKH RSWLRQ DW WKH SXEOLF RIIHULQJ SULFH WKDW D
XQGHUZULWLQJ GLVFRXQWY DQG FRPPLVVLRQV ,I WKLV RSWLRQ LV H[H
GHGXFWLQJ H[SHQVHVY ZLOO EH PLOOLRQ

7KH IROORZLQJ WDEOH SURYLGHYV LQIRUPDWLRQ UHJDUGLQJ WKH DPRX(
WKH XQGHUZULWHUV E\ XV EHIRUH H[SHQVHYV

7RWDO LWKRXWDO :LWK )X0OO
([HUFLVH RI([HUFLVH RI

3HU 2YHU $OORVRRHOQW OORWPHQW

$'6 2SWLRQ 2SWLRQ

3XEOLF RIIHULQJ SULFH
8QGHUZULWLQJ GLVFRXQWV DQG FRP®
B3URFHHGY EHIRUH H[SHQVHV WR X&0

O
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‘H HYWLPDWH WKDW RXU WRWDO H[SHQVHV RI WKH RITHDWIL&J H[FOXGLQ
FRPPLVVLRQV ZLOO EH DSSUR[LPDWHO\ PLOOLRQ :H KDYH DJUHHG
IRU H[SHQVHVY UHODWHG WR DQ\ ILOLQJ ZLWK DQG DQ\ FOHDUDQFH RIV

7KH H[SHQVHY VHW IRUWK DERYH LQFOXGH FRPPLVVLRQV RI DSSUR[LPD
GHDOHUV 5RVDULR 8QGHUZULWLQJ 6HUYLFHV $ 6 /WG $SH[ ,VVXDQFt
IRU VHUYLFHY WKH\ DUH SURYLGLQJ WR XV LQ FRQQHFWLRQ ZLWK WKLYV
, VUDHO 1RQH RI 5RVDULR 8QGHUZULWLQJ 6HUYLFHY $ 6 /WG $SH[ .,V
/I WG LV D86 UHJLVWHUHG EURNHU GHDOHU $68PB MDOGH\VERS8 WKUHIBVWLI
EURNHU GHDOHUYV
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‘H KDYH DJUHHG WR LQGHPQLI\ WKH XQGHUZULWHHYV RQIBIHW W KA B MDY,
$FW

&HUWDLQ RI RXU H[LVWLQJ VKDUHKROGHUV KDYH LQGLFDWHG DQ LQWH
RI WKH $'6V LQ WKLV RITHULQJ DW WKH LQLWLDO SXEOLF RIIHULQJ SULF
DJUHHPHQWY WR SXUFKDVH DQG WKHVH VKDUHKROGHAHUDR&G/RU WKHL!
WKDQ WKH\ LQGLFDWH DQ LQWHUHVW LQ SXUFKDVLQJ RU QRQH DW DOC
IHZHU $'6V WR WKHVH VKDUHKROGHUV DQG RU WK HLQJ X URKIDM. BY VRKID (
QRQH DW DOO 7KH XQGHUZULWLQJ GLVFRXQW IRU WKH $'6V VROG WR V
WKH XQGHUZULWLQJ GLVFRXQW IRU WKH $'6V VROG WR WKH SXEOLF

‘H DQG RXU GLUHFWRUV H[HFXWLYH RIILFHUVY DQG FHUWDLQ VKDUHKROC
GHVFULEHG EHORZ ZLWKRXW WKH SULRU ZULWWHQ FRQVHQW RI 2SSHQ
EHIJLQQLQJ RQ WKH GDWH RI WKLY SURVSHFWXV DQG HQGLQJ GD\V W
JUDQW DQ\ RSWLRQ WR SXUFKDVH RU RWKHUZLVH GLVSRVH RI DQ\ RI R>
FRQYHUWLEOH LQWR RU H{HUFLVDEOH RU H[FKDQJHDEOH IRU RU DQ\ U
RUGLQDU\ VKDUHV RU $'6V KHOG E\ VXFK SHUVRQV RU DFTXLUHG E\ VXF
WKDW PD\ EH GHHPHG WR EH EHQHILFLDOO\ RZQHG E\ VXFK SHUVRQV R
DQ\ PDQQHU DQ\ ULJKWV RI DQ\ QDWXUH WKDW VXFK SHUVRQV KDYH RU
6HFXULWLHV $FW WKH VDOH WUDQVIHU RU RWKHU GLVSRVLWLRQ RI DQ
E\ VXFK SHUVRQV RU WR RWKHUZLVH SDUWLFLSDWH DV D VHOOLQJ VHF
E\ XV XQGHU WKH 6HFXULWLHV $FW

7KH ORFN XS UHVWULFWLRQV GHVFULEHG LQ WKH LPPHGLDWHO\ SUHFH:
D WUDQVIHUV L DV D ERQD ILGH JLIW RU IRU ERQD ILGH HVWDWH SOIL
WHVWDPHQWDU\ GRFXPHQW RU LQWHVWDWH VXFFKROIGHU R IWRVB @D QNI
IRU WKH GLUHFW RU LQGLUHFW EHQHILW RI WKH KROGHU RU WKH LPPH(
EHQHILFLDO RZQHUVKLS Y LI WKH KROGHU LV D WUXVW WR DQ\ EHQH
EHQHILFLDU\ YL WR WKH KROGHUYV DIILOLDWHY RU WR DQ\ LQYHVWP}
KROGHU RU YLL E\ RSHUDWLRQ RI ODZ RU E\ DQ RUGHU RI D FRXUW R
FRUSRUDWLRQ SDUWQHUVKLS OLPLWHG OLDELOLW\ FRPSDQ\ RU RWKH
LQGLUHFW DIILOLDWHY FXUUHQW RU IRUPHU SDUWQHUV JHQHUDO RU ¢
DSSOLFDEOH RU WR WKH HVWDWHV RI DQ\ VXFK VWRFNKROGHUV DIILO
WUDQVIHUV WR DQRWKHU VXFK HQWLW\ WKDW LV D GLUHFW RU LQGLUH
HQWLW\ FRQWUROOHG RU PDQDJHG E\ RU XQGHU FRPPRQ FRQWURO RU
H[LVWLQJ 5XOH E SODQ RU WKH HVWDEOLVKPHQW RI D WUDGLQJ SOI
SURYLGHG WKDW L VXFK SODQ GRHV QRW SURYLGH IRU WKH WUDQVIH!
SHULRG DQG LL QR SXEOLF DQQRXQFHPHQW RU ILOLQJ XQGHU WKH ([F
SODQ LV UHTXLUHG RU LV YROXQWDULO\ PDGH E\ RU RQ EHKDOI RI WKH
RU G WUDQVIHUV RI PDGH ZLWK WKH SULRU ZULWWHQ FRQVHQW RI WK
E L WKDW VXFK WUDQVIHU GRHY QRW LQYROYH D GLVSRVLWLRQ IRU °
UHSUHVHQWDWLYH DQG WKH &RPSDQ\ WR EH ERXQG E\ WKH WHUPV RI W

5XOHV RI WKH 6(& PD\ OLPLW WKH DELOLW\ RI WKH XQGHUZULWHUV WR
WKH $'6V LV FRPSOHWHG +RZHYHU WKH XQGHUZULWRU®& DP@RH QUWXKHWK
UXOHYV

F6WDELOL]JLQJ WUDQVDFWLRQVx2x7KH UHSUHVHQWDWLYH PD\ PDNH EL
RU PDLQWDLQLQJ WKH SULFH RI WKH $'6V VR ORQJ DV VWDELOL]LQJ

$+2YHU DOORWPHQWYV DQG VI\QGLFDWH FRYHULQJ WU D Q g DFFR\QLGRHOPWM B RTX
ZLWK WKLV RITHULQJ WKDQ WKH QXPEHU RI $'6V WKDW WKH\ KDYH FR
FUHDWHV D VKRUW SRVLWLRQ IRU WKH XQGHUZULWHUV 7KLV VKRUW
VDOHV RU 3QDNHG~ VKRUW VDOHV &RYHUHG VKRUW VDOHV DUH VKRL
XQGHUZULWHUVY RYHU DOORWPHQW RSWLRQ WR SXUFKDVH DGGLWLF
XQGHUZULWHUV PD\ FORVH RXW DQ\ FRYHUHG VKRUW SRVLWLRQ HLW
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RYHU DOORWPHQW RSWLRQ RU E\ SXUFKDVLQJ $'6V LQ WKH RSHQ PDI
FRYHUHG VKRUW SRVLWLRQ WKH XQGHUZULWHUV ZLOO FRQVLGHU D
SXUFKDVH LQ WKH RSHQ PDUNHW DV FRPSDUHG WR WKH SULFH DW Z
DOORWPHQW RSWLRQ 1DNHG VKRUW VDOHV DUH VKRUW VDOHV LQ H|
PXVW FORVH RXW DQ\ QDNHG VKRUW SRVLWLRQ E\ SXUFKDVLQJ $'6V
PRUH OLNHO\ WR EH FUHDWHG LI WKH XQGHUZULWHUV DUH FRQFHUQ
EH GRZQZDUG SUHVVXUH RQ WKH SULFH RI WKH $'6V WKDW FRXOG DC(
WKLV RIIHULQJ

F3HQDOW\ ELGVx2x,| WKH UHSUHVHQWDWLYH SXUFKDMMNVRE)E6R/ULQ WKH
VIQGLFDWH FRYHULQJ WUDQVDFWLRQ LW PD\ UHFODOR®JIVINRESQJ F
PHPEHUV ZKR VROG WKRVH $'6V DV SDUW RI WKLV RIITHULQJ

$+3DVVLYH PDUNHW PDNLQJx2x0ODUNHW PDNHUV LQ WKH $'6V ZKR DUH X
PD\ PDNH ELGV IRU RU SXUFKDVHV RI $'6V VXEMHFW WR OLPLWDWLR
ELG LV PDGH

6LPLODU WR RWKHU SXUFKDVH WUDQVDFWLRQV WKH XQGHUZULWHUVT
VWDELOL]H WKH PDUNHW SULFH RI WKH $'6V PD\ KDYBWIRH RIITWKW RI6WI
RU SUHYHQWLQJ RU PLWLJDWLQJ D GHFOLQH LQ WKH PDUNHW SULFH RI
KLIKHU WKDQ WKH SULFH WKDW PLIJKW RWKHUZLVH H[LVW LQ WKH RSHC
KDYH DQ HIIHFW RQ WKH SULFH RI WKH $'6V LI LW GLVFRXUDJHV UHVDO

IHLWKHU ZH QRU WKH XQGHUZULWHUY PDNH DQ\ UHSUHVHQWDWLRQ RU
GHVFULEHG DERYH PD\ KDYH RQ WKH SULFH RI WKH $'6V 7KHVH WUDQV
VXFK WUDQVDFWLRQV DUH FRPPHQFHG WKH\ PD\ EH GLVFRQWLQXHG ZL

(OHFWURQLF '"HOLYHU\ RI BUHOLPLQDU\ BURVSHFWXYV

$ SURVSHFWXV LQ HOHFWURQLF IRUPDW PD\ EH GHOLYHUHG WR SRWHQ"
SDUWLFLSDWLQJ LQ WKLV RITHULQJ 7KH SURVSHFWXV LQ HOHFWURQLF
SURVSHFWXV 2WKHU WKDQ WKH SURVSHFWXV LQ HOHFWURQLF IRUPDW
LQIRUPDWLRQ FRQWDLQHG LQ DQ\ RWKHU ZHEVLWH PDLQWDLQHG E\ DQ
UHJLVWUDWLRQ VWDWHPHQW RI ZKLFK WKLV SURVSHFWXV IRUPV D SDU

/JLVWLQJ

2XU RUGLQDU\ VKDUHY DUH TXRWHG RQ WKH 7$6( XQGHU WKH V\PERO 3%
OLVWLQJ RQ WKH 1DVGDT &DSLWDO ODUNHW XQGHU WKH V\PERO 3$1&1 ~
ZLWK WKH FORVLQJ RI WKLV RIITHULQJ 1R DVVXUDQFH FDQ EH JLYHQ WK
FRPSOHWLRQ RI WKLV RIITHULQJ ZH LQWHQG WR GHOLVW RXU RUGLQDU"
LV H{SHFWHG WR EH FRPSOHWHG LQ D IHZ PRQWKYV

$IILOLDWLRQV

7KH XQGHUZULWHUY DQG WKHLU DIILOLDWHY KDYH SURYLGHG DQG PD\
ILQDQFLDO DGYLVRU\ DQG RWKHU ILQDQFLDO VHUYLFHY WR XV DQG RXL
PD\ UHFHLYH DGYLVRU\ RU WUDQVDFWLRQ IHHV DV DSSOLFDEOH SOX\
FXVWRPDU\ LQ WKH LQGXVWU\ IRU WKHVH ILQDQFLDO VHUYLFHV ,Q DGC
XQGHUZULWHUY DQG WKHLU DIILOLDWHY SURYLGH IURP WLPH WR WLPH
RUGLQDU\ FRXUVH RI EXVLQHVV ZLWK WKH XQGHUZUIF\R B W\ @QH WWK M VM
WKH XQGHUZULWHUY DQG WKHLU DIILOLDWHYV IRU YDULRXV VHUYLFHV L

1RWLFH WR 1RQ 8 6 ,QYHVWRUYV

%HOJLXP

7KH RITHULQJ LV H[FOXVLYHO\ FRQGXFWHG XQGHU DSSOLFDEOH SULYDW
EHHQ DQG ZLOO QRW EH QRWLILHG WR DQG WKLV GRFXPHQW RU DQ\ RV
EHHQ DQG ZLOO QRW EH DSSURYHG E\ WKH %HOJLDQ %DQNLQJ )LQDQF
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s& RPPLVVLRQ EDQFDLUH ILQDQFLgqUH HW GHV DVVXUDMWHNZ&RRQLVVLH
$Q\ UHSUHVHQWDWLRQ WR WKH FRQWUDU\ LV XQODZIXO

(DFK XQGHUZULWHU KDV XQGHUWDNHQ QRW WR RIIHU VHOO UHVHOO W
WDNH DQ\ VWHSY UHODWLQJ DQFLOODU\ WKHUHWR DQG QRW WR GLVWIL
UHODWLQJ WR WKH $'6V RU WR WKH RITHULQJ LQ D PDQQHU ZKLFK ZRXO
%HOJLDQ 5R\DO 'HFUHH RI -X 0\ RQ WKH SXEOLF FKDUDFWHU RI ILQ
VHFXULWLHVY WR WKH SXEOLF XQGHU 'LUHFWLYH (& ZKLFK WULJJH!
%HOJLXP $Q\ DFWLRQ FRQWUDU\ WR WKHVH UHVWULFWLRQV ZLOO FDX\
WKH %HOJLDQ VHFXULWLHYV ODZV

&DQDGD

7KLV GRFXPHQW FRQVWLWXWHY DQ 3H[HPSW RIIHULQJ GRFXPHQW’ DV G
&DQDGLDQ VHFXULWLHY ODZV 1R SURVSHFWXV KDW@HBHQ HIXIO® \XRWK [
DXWKRULW\ LQ &DQDGD LQ FRQQHFWLRQ ZLWK WKH RIIHU DQG VDOH RI
VHFXULWLHV FRPPLVVLRQ RU VLPLODU UHJXODWRU\ DXWKRULW\ LQ &DC
GRFXPHQW RU RQ WKH PHULWYV RI WKH 6HFXULWLHY DQG DQ\ UHSUHVHC

&DQDGLDQ LQYHVWRUYVY DUH DGYLVHG WKDW WKLV GRFXPHQW KDV EHHQ

,QVWUXPHQW 8QGHUZULWLQJ &RQIOLFWYV 31, ’ 3XUVXDQW WR

LV H[HPSW IURP WKH UHTXLUHPHQW WR SURYLGH LQYHVWRUV ZLWK FHL

SFRQQHFWHG LVVXHU" DQG RU S UHODWHG LVVXHU" UHODWLRQVKLSV DV
RI 1,

5HVDOH UHVWHKHFRMLRQOWQG VDOH RI WKH VHFXULWLHYV LQ &DQDGD LV E
RQO\ DQG LV H[HPSW IURP WKH UHTXLUHPHQW WR SUHSDUH DQG ILOH D
OobzV $Q\ UHVDOH RI 6HFXULWLHYVY DFTXLUHG E\ D &DQDGLDQ LQYHVWRIL
DSSOLFDEOH &DQDGLDQ VHFXULWLHY ODZV ZKLFK PD\ YDU\ GHSHQGLAQ.
UHTXLUH UHVDOHVY WR EH PDGH LQ DFFRUGDQFH ZLWK DQQINRIPDWKIHJ RV
SURVSHFWXV UHTXLUHPHQWY LQ D WUDQVDFWLRQ H[HPSW IURP WKH SI
GLVFUHWLRQDU\ HIHPSWLRQ IURP WKH SURVSHFWXV UHTXLUHPHQWYV JU
UHIJXODWRU\ DXWKRULW\ 7KHVH UHVDOH UHVWULFNM RQWRB\VHFXHUWI
RXWVLGH RI &DQDGD

5HSUHVHQWDWLRQVYORAKSXDERBVBQPVLQYHVWRU ZKR SXUFKDVHV WKH VHF
UHSUHVHQWHG WR WKH LVVXHU DQG WR HDFK GHDOHU IURP ZKRP D SXL
WKH LOQYHVWRU L LV SXUFKDVLQJ DV SULQFLSDO RU LV GHHPHG WR E
DSSOLFDEOH &DQDGLDQ VHFXULWLHY ODZV IRU LQYEXWPRQW IRQQV DX
SDFFUHGLWHG LQYHVWRU” DV VXFK WHUP LV GHILQHG LQ VHFWLRQ R
31, " RU LQ 2QWDULR DV VXFK WHUP LV GHILQHG LQ VHFWLRQ

D 3SHUPLWWHG FOLHQW ™ DV VXFK WHUP LV GHILQHG LQ VHFWLRQ R

S5HTXLUHPHQWY ([HPSWLRQV DQG 2QJRLQJ 5HIJLVWUDQW 2EOLJDWLRQV

7D[DWLRQ DQG HOLJLEL®HQWG URBXVYYROQWPHQWDWLRQ DQG UHODWHG PI
GRFXPHQW GRHV QRW SXUSRUW WR EH D FRPSUHKHQVLYH GHVFULSWLR
WR D &DQDGLDQ LQYHVWRU ZKHQ GHFLGLQJ WR SXUFKDVH WKH VHFXUL
WD[ FRQVLGHUDWLRQV 1R UHSUHVHQWDWLRQ RU ZDUUDQW)\ LV KHUHE\
GHHPHG UHVLGHQW RI &DQDGD RI DQ LQYHVWPHQW LQ WKH VHFXULWLF
LQYHVWPHQW E\ VXFK LQYHVWRU XQGHU UHOHYDQW &DQDGLDQ IHGHUD

5LJKWV RI DFWLRQ IRU G DPHRMWL RWHM OFHUVVOP@LRQ LQ FHUWDLQ RI W
SURYLGHV FHUWDLQ SXUFKDVHUV RI VHFXULWLHV SXUVXDQW WR DQ RII
LQYROYHV DQ 3HOLJLEOH IRUHLJQ VHFXULW\" DV VXE® SKOUHP LV GHILQH
2QWDULR 3URVSHFWXV DQ G I5GI@ LMW WXDOWL RQD (WHHRIENDW ROQAMWIHXPUHHOMA Q W D W
DQG 6WDWXWRU\ 5LJKWV RI $F W VRIS IWIFFOIRBOH HZ([WRSDVUR®MG\ IRU GDF
ERWK LQ DGGLWLRQ WR DQ\ RWKHU ULJKWV WKH\ PD\ KDYH DW ODZ ZK
GRFXPHQW WKDW FRQVWLWXWHY DQ RIIHULQJ PHPRUDQGXP DQG DQ\ D
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WKHUHWR FRQWDLQV D 3PLVUHSUHVHQWDWLRQ ™ DNV GHHNGHBGHREGHMWVD 3
QRWLFH ZLWK UHVSHFW WR WKHVH UHPHGLHV PXVW &XUHKDMHY G VRRKIL
WKH WLPH OLPLWYV SUHVFULEHG XQGHU DQG DUH WX&EMHIFGWL VR \OH.PX WD
OHJLVODWLRQ ,Q DGGLWLRQ WKHVH UHPHGLHVY DUH LQ DGGLWLRQ WR
DYDLODEOH DW ODZ WR WKH LQYHVWRU

/IDQIJXDJH RI GRBSRIQQWAMHLSW RI WKLV GRFXPHQW HDFK &DQDGLDQ LQ
H[SUHVVO\ UHTXHVWHG WKDW DOO GRFXPHQWYV HYLGHQFLQJ RU UHODW
KHUHLQ LQFOXGLQJ IRU JUHDWHU FHUWDLQW)\ DQ\ SXUFKDVH FRQILUPEL
ODQJXDJDB@D UpFHSWLRQ GH FH GRFXPHQW FKDTXH LQYHVWLVVHXU
H[SUHVVpPPHQW H[LJp TXH WRXV OHV GRFXPHQWYV IDLVD®W IR RKQWHHU L
GHV YDOHXUV PRELOLQUHV GpFULWHYV DX[ SUpVHQWBW LRQF®KDRKD WS R X
DYLV VRLHQW UpGLJpV HQ DQJODLV VHXOHPHQW

YUDQFH

IHLWKHU WKLY SURVSHFWXV QRU DQ\ RWKHU RIITHULQJ PDWHULDO UHOL
SURFHGXUHV RI WKH $XWRULWp GHVY PDUFKpV ILQDQFLHUV LQ )UDQFH

EH RITHUHG RU VROG GLUHFWO\ RU LQGLUHFWO\ WR WKH SXEOLF LQ )L
PDWHULDO UHODWLQJ WR WKH $'6V KDV EHHQ RU ZR GE® EHH O BD UH® HIDWW
RU GLVWULEXWHG WR WKH SXEOLF LQ )UDQFH RU E XVHG LQ FRQQHFV
$'6V WR WKH SXEOLF LQ J)UDQFH 6XFK RIITHUV VDOHYV DQG GLVWULEXWL
LOQYHVWRUV LQYHVWLVVHXUV TXDOLILpY DQG RUWWRIIDQVHVWUYVWXIGVF
HDFK FDVH LQYHVWLQJ IRU WKHLU RZQ DFFRXQW DOO DV GHILQHG LQ I

DQG ' RI WKH J)UHQFK &RGH PRQpWDLUH HW
VHUYLFHV SURYLGHUV DXWKRULVHG WR HQJDJH LQ SRUWIROLR PDQDJH
WKDW LQ DFFRUGDQFH ZLWK DUWLFOH / .., f RU f RU f RI WKH )UI

RI WKH *HQHUDO 5HJXODWLRQV 59qJOHPHQW *pQpUDO RI WKH $XWR
D SXEOLF RIIHU DSSHO SXEOLF j OfpSDUJQH ©6XFK $'6V PD\ EH UHVROC
/ / DQG / WKURXJK / RI WKH JUHQFK &RGH PRQpWDLUH

,VUDHO

7KLV SURVSHFWXV GRHV QRW FRQVWLWXWH D SURVSHFWXV XQGHU WKH
/IDZ° DQG KDV QRW EHHQ ILOHG ZLWK RU DSSURYHG E\ WKH ,VUDHO 6H
GRFXPHQW LV EHLQJ GLVWULEXWHG RQO\ WR DQG LV GLUHFWHG RQO\ |
LQYHVWRUV OLVWHG LQ WKH ILUVW DGGHQGXP WR WKISUYPDHDQ\6RIFXU
MRLQW LQYHVWPHQW LQ WUXVW IXQGV SURYLGHQW IXQGV LQVXUDQFH
DGYLVRUV PHPEHUV RI WKH 7HO $YLY 6WRFN ([FKDQJH XQGHUZULWHU\
H[FHVV Rl 1,6 PLOOLRQ DQG 3TXDOLILHG LQGLYLGXDOV"~ HDFK DV GHI
IURP WLPH WR WLPH FROOHFWLYHO\ UHIHUUHG WR DV TXDOLILHG LQY!
RU ZKHUH SHUPLWWHG XQGHU WKH $GGHQGXP IRU WKH DFFRXQWV RI \
$GGHQGXP 4XDOLILHG LQYHVWRUV ZLOO EH UHTXLUHG WR VXEPLW ZUI
WKH $GGHQGXP DUH DZDUH RI WKH PHDQLQJ RI VDPH DQG DJUHH WR LV

,WDO\

7KH RITHULQJ RI WKH $'6V RIITHUHG KHUHE\ LQ ,WDO\ KDV QRW EHHQ UHJ
6RFLHWj H OD %RUVD 3&2162%° SXUVXDQW WR ,WDGLOW RMHFXKHEWLHYV C
KHUHE\ FDQQRW EH RIIHUHG VROG RU GHOLYHUHG LQ WKH 5HSXEOLF R
RU DQ\ RWKHU GRFXPHQW UHODWLQJ WR WKH $'6V RITHUHG KHUHE\ EH (
LQYHVWRUVY RSHUDWRUL TXDOLILFDWL DV GHILQHG LQ $UWLFOH VH

- X0\ DV VXEVHTXHQWO\ DPHQGHG $Q\ RIIHU VDOH RU GHOLYHU\ F
FRSLHV RI WKLY SURVSHFWXV RU DQ\ RWKHU GRFXPHQW UHODWLQJ WR
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E\ DQ LQYHVWPHQW ILUP EDQN RU LQWHUPHGLDU\ SHUPLWWHG WR
ZLWK /HILVODWLYH 'HFUHH 1R Rl )HEUXDU\ DQG /HIJLVODWL
WKH *%DQNLQJ $FW’

LQ FRPSOLDQFH ZLWK $UWLFOH RI WKH %DQNLQJ $FW DQG WKH L
DQG

LQ FRPSOLDQFH ZLWK DQ\ RWKHU DSSOLFDEOH ODZV DQG UHJXODW
OLPLWDWLRQV ZKLFK PD\ EH LPSRVHG E\ ,WDOLDQ DXWKRULWLHV

6ZHGHQ

7KLV SURVSHFWXV KDV QRW EHHQ QRU ZLOO LW EH UHJLVWHUHG ZLWK
JLODQFLDO 6XSHUYLVRU\ $XWKRULW\ $FFRUGLQJO\ WKLV SURVSHFWX"
RITHUHG KHUHXQGHU EH PDUNHWHG DQG RIIHUHG IRU VDOH LQ 6ZHGHQ
QRW WR UHTXLUH D SURVSHFWXV XQGHU WKH )LQDQFLDO ,QVWUXPHQW?

6ZLW]JHUODQG

7KH $'6V RIITHUHG SXUVXDQW WR WKLV SURVSHFWXV ZLOO QRW EH RIIHL
6ZLW]JHUODQG DQG WKLY SURVSHFWXV GRHVY QRW FRQVWLWXWH D SXEO
SXUVXDQW WR DUW D RU DUW RI WKH 6ZLVV )HGHUDO &RGH RI 2E
OLVWLQJ RI WKH $'6V EHLQJ RIITHUHG SXUVXDQW WR WKLV SURVSHFWXYV
UHJXODWHG VHFXULWLHY PDUNHW DQG FRQVHTXHQWO\ WKH LQIRUPDW
FRPSO\ ZLWK WKH LQIRUPDWLRQ VWDQGDUGYV VHW RXW LQ WKH UHOHYCL
WKLY SURVSHFWXV KDYH QRW EHHQ UHJLVWHUHG ZLWK WKH 6ZLVV )HG!
IXQGVY DQG WKH LQYHVWRU SURWHFWLRQ DIIRUGHG WR DFTXLUHUV RI I
DFTXLUHUV RI $'6V

,QYHVWRUV DUH DGYLVHG WR FRQWDFW WKHLU OHJDO ILQDQFLDO RU V
ILQDQFLDO DQG WD[ FRQVHTXHQFHV RI DQ LQYHVWPHQW LQ $'6V

8QLWHG .LQJGRP *HUPDQ\ 1RUZD\ 7KH 1IHWKHUODQGYV

,Q UHODWLRQ WR HDFK OHPEHU 6WDWH Rl WKH (XURSHDQ@VWFRQRPLF $UF
'LUHFWLYH HDFK D 35HOHYDQW OHPEHU 6WDWH " DQ RAWARIWRKWKH SXE
RIITHULQJ FRQWHPSODWHG E\ WKLV SURVSHFWXV PD\ QRW EH PDGH LQ W
FRQWHPSODWHG LQ WKLV SURVSHFWXV LQ QDPH V RI OHPEHU 6WDWH V
IRU WKH SXUSRVHV RI D QRQ H[HPSW RIIHU RQFH WKLV SURVSHFWXV KD
OHPEHU 6WDWH DQG SXEOLVKHG DQG SDVVSRUWHG L@ DERRIGGID®FH ZL\
QDPH V RI UHOHYDQW OHPEHU 6WDWH V H[FHSW WKDW D @ IRDIGAU WR W
$'6V PD\ EH PDGH DW DQ\ WLPH XQGHU WKH IROORZLQJ H[HPSWLRQV XQ
LPSOHPHQWHG LQ WKDW 5HOHYDQW OHPEHU 6WDWH

WR OHJDO HQWLWLHYV ZKLFK DUH DXWKRUL]JHG RU UHJXODWHG WR F
DXWKRUL]JHG RU UHJXODWHG ZKRVH FRUSRUDWH SXUSRVH LV VROH

WR DQ\ OHJDO HQWLW\ ZKLFK KDV WZR RU PRUH RIxx DQ DYHUDJ
ILQDQFLDO \HDU D WRWDO EDODQFH VKHHW RI PRUH WKDQ %
WKDQ ¥ DV VKRZQ LQ LWV ODVW DQQXDO RU FRQVROLGDWH

E\ WKH UHSUHVHQWDWLYH WR IHZHU WKDQ QDWXUDO RU OHJDO
LQ WKH BURVSHFWXV 'LUHFWLYH RU

LQ DQ\ RWKHU FLUFXPVWDQFHYV IDOOLQJ ZLWKLQ $UWLFOH RI WI
RITHU RI $'6V VKDOO UHVXOW LQ D UHTXLUHPHQW IRU WKH SXEOLFD
SURVSHFWXV SXUVXDQW WR $UWLFOH RI WKH 3URVSHFWXV 'LUHFYV

)RU WKH SXUSRVHV Rl WKLV SURYLVLRQ WKH H[SUHVVLRQ DQ 3RIIHU W}
OHPEHU 6WDWH PHDQV WKH FRPPXQLFDWLRQ LQ DQ\ IRUP DQG E\ DQ\ P}
WKH RIIHU DQG DQ\ $'6V WR EH RIIHUHG VR DV WR HQDEOH DQ LQYHVWR
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$'6Vv DV WKH VDPH PD\ EH YDULHG LQ WKDW OHPEHU 6WMMXOW'H UEN FDAQN YRHH D(
WKDW OHPEHU 6WDWH DQG WKH H[SUHVVLRQ 33URVSHMFOXGHWBRWLYH"’
UHOHYDQW LPSOHPHQWLQJ PHDVXUH LQ HDFK 5HOHYDQW OHPEHU 6WDW

(DFK XQGHUZULWHU KDV UHSUHVHQWHG ZDUUDQWHG DQG DJUHHG WKD

LW KDV RQO\ FRPPXQLFDWHG RU FDXVHG WR EH FRPPXQLFDWHG DQ
FRPPXQLFDWHG DQ\ LQYLWDWLRQ RU LQGXFHPHQW WR HQJDJH LQ L
VHFWLRQ RI WKH )LQDQFLDO 6HUYLFHYV DQG ODUNHWYV $FW Wt
ZLWK WKH LVVXH RU VDOH RI DQ\ $'6V LQ FLUFXPVWDQFHV LQ ZKLF}
WR WKH FRPSDQ\ DQG

LW KDV FRPSOLHG ZLWK DQG ZLOO FRPSO\ ZLWK DO O R 85D WROLEXJH
GRQH E\ LW LQ UHODWLRQ WR WKH $'6V LQ IURP RU RWKHUZLVH LQ

I(*$/ 0$77(56

7KH YDOLGLW\ RI WKH RUGLQDU\ VKDUHVY XQGHUO\LQJ WKH $'6V DQG RW
WR ,VUDHOL ODZ ZLOO EH SDVVHG XSRQ IRU XV E\ *ROGIDUE 6HOLJPDQ
EHLQJ RITHUHG E\ WKLV SURVSHFWXV DQG FHUWDLQ OHJDO PDWWHUYV L
ODZ ZLOO EH SDVVHG XSRQ IRU XV E\ OD\HU %URZQ //3 1HZ <RUN 1HZ <
ZLWK WKLV RIITHULQJ UHODWLQJ WR ,VUDHOL ODZ ZLOO EH SDVVHG XSR:
&R 7HO $YLY ,VUDHO &HUWDLQ OHJDO PDWWHUV FRQFHUQLQJ WKLV R
XSRQ IRU WKH XQGHUZULWHUV E\ OLQW] /HYLQ &RKQ )HUULV *ORYVN\

(;3(576

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI $QFKLDQR 7KHUDSH X)
DQG IRU HDFK RI WKH \HDUV LQ WKH WZR \HDU SHULRG HQGHG 'HFHPEH
XSRQ WKH UHSRUW RI 6RPHNK &KDLNLQ D OHPEHU )LUP RI .30* ,QWHUQ!I
DFFRXQWLQJ ILUP DSSHDULQJ HOVHZKHUH KHUHLQ DQG XSRQ WKH DX\
DXGLWLQJ

7KH DXGLW UHSRUW FRYHULQJ WKH '"HFHPEHU FRQVROLGDWHG IL(
SDUDJUDSK WKDW VWDWHY WKDW WKH &RPSDQ\fV UHFXUULQJ ORVVHV I
LQ WKH QRWHY UDLVH VXEVWDQWLDO GRXEW DERXW WKH HQWLW\TV DE
ILQDQFLDO VWDWHPHQWY GR QRW LQFOXGH DQ\ DGMXVUWPHQWYV WHEDRV |
WKH DXGLW UHSRUW UHIHUV WR D FKDQJH LQ WKH SUHVHQWDWLRQ FXU
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‘H DUH LOQFRUSRUDWHG XQGHU WKH ODZV RI WKH 6WDWH RI ,VUDHO 6H!
RIILFHUV DQG WKH ,VUDHOL H[SHUWV QDPHG LQ WKLVWSUREQHWWRYV VX
6WDWHV PD\ EH GLIILFXOW WR REWDLQ ZLWKLQ WK SRUWVWH®R Q@ VRD VRKX Y
DVVHWY DQG PDQ\ RI RXU GLUHFWRUV DQG RIILFHUVY DUH ORFDWHG RXYV
8QLWHG 6WDWHY DJDLQVW XV RU WKHVH GLUHFWQUW HD® 6WVRDOM/AMUYV P D\

H KDYH LUUHYRFDEO\ DSSRLQWHG $QFKLDQR 7KHUDSHXWLFV ,QF DV F
DFWLRQ DJDLQVW XV LQ DQ\ 8 6 IHGHUDO RU VWDWH FRXUW DULVLQJ R
LQ FROQQHFWLRQ ZLWK WKLV RITHULQJ 7KH DGGUHVV RI RXU DJHQW LV |
&DPEULGJH 0%

‘H KDYH EHHQ LQIRUPHG E\ RXU OHJDO FRXQVHO LQ ,VUDHO *ROGIDUE
8 6 VHFXULWLHY ODZ FODLPV LQ RULJLQDO DBWDLRGV VR \KWIDW XIW HG DLLE
DQ DOOHJHG YLRODWLRQ RI 8 6 VHFXULWLHY ODZV DMWWKIRWUGRWHHUEUQE¢
VXFK D FODLP ,Q DGGLWLRQ HYHQ LI DQ ,VUDHOL FRXUW DJUHHV WR K
8 6 ODZ LV DSSOLFDEOH WR WKH FODLP 7KHU®JLWIOHWWRHWARGY QJ
LV IRXQG WR EH DSSOLFDEOH WKH FRQWHQW RI DSSOLFDEOH 8 6 ODZ
FRQVXPLQJ DQG FRVWO\ SURFHVV &HUWDLQ PDWWHUV RI SURFHGXUH Z

6 XEMHFW WR VSHFLILHG WLPH OLPLWDWLRQV DQG OMWIDOZSBREBEHB® WOV
SUHYDLOLQJ LQ ,VUDHO ,VUDHOL FRXUWYV PD\ HQIRUFH D ILQDO 8 6 MX
XSRQ WKH FLYLO OLDELOLW\ SURYLVLRQV RI WKH 8 6 VHFXULWLHYVY ODZ
LQ D QRQ FLYLO PDWWHU SURYLGHG WKDW

FWKH MXGJPHQW LV HQIRUFHDEOH LQ WKH VWDWH LQ ZKLFK LW ZDV J

+WKH MXGJPHQW ZDV UHQGHUHG E\ D FRXUW RI FRPSHWHQW MXULVGL
SUHYDLOLQJ LQ ,VUDHO

fWKH ODzZzV RI WKH VWDWH LQ ZKLFK WKH MXGJPHQW ZDV JLYHQ SURY
FRXUWYV

fDGHTXDWH VHUYLFH RI SURFHVY KDV EHHQ HIITHFWHG DQG WKH GHIH!
KHDUG

f WKH MXGJPHQW DQG WKH HQIRUFHPHQW RI WKH MXGJPHQW DUH QRW
VRYHUHLJQW\ RI WKH 6 WDWH RI ,VUDHO

$tWKH MXGJPHQW ZDV QRW REWDLQHG E\ IUDXGXOHQW PHDQV DQG GRI
WKH VDPH PDWWHU EHWZHHQ WKH VDPH SDUWLHV DQG

+tDQ DFWLRQ EHWZHHQ WKH VDPH SDUWLHV LQ WKH VWRRHP WWKWHU LV
ODZVXLW LV LOQVWLWXWHG LQ WKH IRUHLJQ FRXUW

./ DIRUHLJQ MXGJPHQW LV HQIRUFHG E\ DQ ,VUDHOL FRXUW LW JHQHU
WKHQ EH FRQYHUWHG LQWR QRQ ,VUDHOL FXUUHQF\ DQG WUDQVIHUUHC
, VUDHOL FRXUW WR UHFRYHU DQ DPRXQW LQ D QRQ ,VUDHOL FXUUHQF\
HTXLYDOHQW DPRXQW LQ ,VUDHOL FXUUHQF\ DW WKH UDWH RI H[FKDQJI
MXGIJPHQW GHEWRU PD\ PDNH SD\PHQW LQ IRUHLJQ FXUUHQF\ 3HQGLQJ
, VUDHOL FRXUW VWDWHG LQ ,VUDHOL FXUUHQF\ RUGLQDULO\ ZLOO EH C
VWDWXWRU\ UDWH VHW E\ ,VUDHOL UHJXODWLRQV SUHYNL®ILQJ DW WKH
XQIDYRUDEOH H[FKDQJH UDWH IOXFWXDWLRQV
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7KH IROORZLQJ WDEOH VHWV IRUWK WKH FRVWV DQG H[SHQVHV RWKHU
SD\DEOH E\ XV LQ FRQQHFWLRQ ZLWK WKLV RIITHULQKH $0& DHRYWN\D @ L
IHH WKH 1DVGDT &DSLWDO ODUNHW OLVWLQJ IHH DQG WKH )LQDQFLDO
IHH

,WHPLJHG H[SHQVH $PRXQW

6(& UHJLVWUDWLRQ IHH

),15% ILOLQJ IHH

1DVGDT &DSLWDO ODUNHW OLVWLQJ IHH

3ULQWLQJ DQG HQJUDYLQJ H[SHQVHYV

/HJDO IHHV DQG H[SHQVHYV

$FFRXQWLQJ IHHV DQG H[SHQVHYV

OLVFHOODQHRXV

7TRWDO
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‘H KDYH ILOHG D UHJLVWUDWLRQ VWDWHPHQW RQ )RWPI )W RZ WWKK WK H HB(|
RI RXU $'6V 7KLV SURVSHFWXV GRHV QRW FRQWDLQ DOO RI WKH LQIRU|
UXOHV DQG UHJXODWLRQV Rl WKH 6(& DOORZ XV WR RPLW FHUWDLQ LQI
UHJLVWUDWLRQ VWDWHPHQW 6WDWHPHQWY PDGH L®W KLW S H R ¥ HMF WX
RWKHU GRFXPHQW DUH VXPPDULHV RI DOO PDWHULDO LQIRUPDWLRQ DE
GHVFULSWLRQV RI DOO WHUPV Rl WKHVH GREXPHQWV ,I ZH ILOHG DQ\ F
VWDWHPHQW \RX PD\ UHDG WKH GRFXPHQW LWVHOI IRU D FRPSOHWH G

<RX PD\ UHDG DQG FRS\ WKH UHJLVWUDWLRQ VWDWHPHQW LQFOXGLQJ
ZH ILOH ZLWK WKH 6(& ZLWKRXW FKDUJH DW WKH 6(&TV SXEOLF UHIHUH!

:DVKLQJIJWRQ ' & <RX PD\ DOVR REWDLQ FRSLHV RI WKH GRFXPHQW
3XEOLF 5SHIHUHQFH 6HFWLRQ RI WKH 6(& DW ) 6WUHHW 1 ( :DVKLQJ\
6(& IRU IXUWKHU LQIRUPDWLRQ RQ WKH SXEOLF UHIHUHQFH URRP

FROWDLQV UHSRUWY DQG RWKHU LQIRUPDWLRQ UHJDUGLQJ LVVXHUV W
6(& DUH DOVR DYDLODEOH WR WKH SXEOLF WKURXJK WKLV ZHEVLWH DW

‘H DUH QRW FXUUHQWO\ VXEMHFW WR WKH LQIRUPDWLRQDO UHTXLUHPH
ZH ZLOO EHFRPH VXEMHFW WR WKH LQIRUPDWLRQDO UG TSXLIWPHIQWYV R
LVVXHUV DQG ZLOO IXOILOO WKH REOLJDWLRQV RI WKHVH UHTXLUHPHQ
LVVXHU ZH ZLOO EH H[HPSW IURP WKH UXOHV XQGHU WKH ([FKDQJH $F\
VWDWHPHQWY DQG RXU RIILFHUV GLUHFWRUV DQG SULQFLSDO VKDUHF
VZLQJ SURILW UHFRYHU\ SURYLVLRQV FRQWDLQHG LQ 6HFWLRQ RI WK
UHTXLUHG XQGHU WKH ([FKDQJH $FW WR ILOH SHULRGLF UHSRUWYV DQG
SURPSWO\ DV 8 6 FRPSDQLHV ZKRVH VHFXULWLHV DUH HRE. WRHIUBE X
ZLWK WKH 6(& ZLWKLQ GD\V DIWHU WKH HQG RI RXU ILVFDO \HDU HQ
ILVFDO \HDU DQ DQQXDO UHSRUW RQ )RUP ) FRQWDLQGQUHISRWWHFGD O
RQ ZLWK DQ RSLQLRQ H[SUHVVHG E\ DQ LQGHSHQGHQW UHJLVWHUHG ¢
WKH 6(& UHSRUWYV RQ )RUP . FRQWDLQLQJ XQDXGLWHG ILQDQFLDO LQI
\HDU :H ZLOO FHDVH WR TXDOLI\ DV D IRUHLJQ SULYDWH LVVXHU LI D P
DQG D PDMRULW\ RI RXU GLUHFWRUV RU H[HFXWLYH RIILFHUV DUH 8 6 |
UHTXLUHPHQWY QHFHVVDU\ WR DYRLG ORVV RI IRUHLJQ SULYDWH LVVXI
LVVXHU DV RI -XQH WKH QH[W GHWHUPLQDWLRQ GDWH RI RXU IR
FRPSO\ IXO0O\ ZLWK WKH UHSRUWLQJ UHTXLUHPHQWYV RI WKH ([FKDQJH ¢
-DQXDU\

,Q DGGLWLRQ VLQFH RXU RUGLQDU\ VKDUHV DUH WUDGHG RQ WKH 7$6(
LPPHGLDWH UHSRUWY ZLWK DQG IXUQLVK LQIRUPDWLRQ WR WKH 7$6(
UHTXLUHG XQGHU WKH 6HFXULWLHYV /DZ &RSLHV RI RXU ILOLQJV ZLWK \
0$*1%$ GLVWULEXWLRQ VLWH RI WKH ,6%$ ZZZ PDJQD LVDVIRFR QODQG WK

‘H PDLQWDLQ D FRUSRUDWH ZHEVLWH DW KWWS Z7ZZZ DQFKLDQR FRP ,(C
WKURXJK RXU ZHEVLWH GRHV QRW FRQVWLWXWH D SDUW RI WKLV SUR\
SURVSHFWXV VROHO\ DV DQ LODFWLYH WH[WXDO UHIHUHQFH
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$QFKLDQR 7KHUDSHXWLFV /WG
,QGH[ WR &RQVROLGDWHG )LQDQFLDO 6WDWHPF

&RQWHQWYV

3DJH

S5HSRUW RI . QGHSHQGHQW 5HIJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP

&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

&ROVROLGDWHG 6WDWHPHQWYV
&ROVROLGDWHG 6WDWHPHQWYV
&ROQVROLGDWHG 6WDWHPHQWYV

RI )LQDQFLDO 3RVLWLRQ )
RI 2SHUDWLRQV )
RI 2SHUDWLRQV DQG 2WKHU &RPSUHKHQ

&ROVROLGDWHG 6WDWHPHQWYV

RI &KDQJHV LQ (TXLW\ 'HILELHQF\

&ROVROLGDWHG 6WDWHPHQWYV
I1RWHYVY WR WKH &RQVROLGDWH

&RQGHQVHG &RQVROLGDWHG ,
&RQGHQVHG &RQVROLGDWHG

RlI &DVK )ORZV )
G )LQDQFLDO 6WDWHPHQWV )

QWHULP )LQDQFLDO 6WDWHPHQWV

LOQWHULP 6WDWHPHQWY RI )LRDQFLDO 3RV

&ROGHQVHG &RQVROLGDWHG

LQWHULP 6WDWHPHQWYV RI 29HUDWLRQV

&ROGHQVHG &RQVROLGDWHG

LQWHULP 6WDWHPHQWY RI 2SHUDWLRQV D

/[RVV
&ROGHQVHG &ROQOVROLGDWHG

1

. QWHULP 6WDWHPHQWY Rl &KRDQJHV LQ (T3

&ROGHQVHG &RQVROLGDWHG

LOQWHULP 6WDWHPHQWYV RI &OQVK )ORZV

I1RWHV WR WKH &RQGHQVHG &RQVROLGDWHG ,QWHULP )LQDPQFLDO 6WDYV
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5HSRUW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FI

7R WKH 6KDUHKROGHUVY DQG %RDUG RI 'LUHFWRUYV
$QFKLDQR 7TKHUDSHXWLFV /WG

2SLQLRQ RQ WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG VWPWHPEQWV R
DQG VXEVLGLDULHV WKH &RPSDQ\ DV RI 'HFHPEHU DQG '
FRPSUHKHQVLYH ORVV VKDUHKROGHUVYT HTXLW\ GHILFLHQF\ DQG FD\
HQGHG 'HFHPEHU DQG WKH UHODWHG QRWHV GFWQOHBWDMHO\ W
RSLQLRQ WKH FRQVROLGDWHG ILQDQFLDO VW DWKHPH QW § FLDHDV 5 R WL WDLLF
&RPSDQ\ DV Rl '"HFHPEHU DQG DQG WKH UHVXOWV RI LWV
WKH \HDUV LQ WKH WZR \HDU SHULRG HQGHG 'HFHPEHU LQ FRQIF
6WDQGDUGV DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGD

*RLQJ &RQFHUQ

7KH DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO VWDWHPHIRONYV KDYH EHI
FRQWLQXH DV D JRLQJ FRQFHUQ $V GLVFXVVHG LQ 1RWH % WR WKH FR
LQFXUUHG UHFXUULQJ ORVVHV IURP RSHUDWLRQV WKDW WRJHWKHU ZL
VXEVWDQWLDO GRXEW DERXW LWV DELOLW\ WR FRQWLQXH DV D JRLQJ I
DOVR GHVFULEHG LQ 1RWH % 7KH FRQVROLGDWHG |KDDD PLDROW WBWHI
IURP WKH RXWFRPH RI WKLV XQFHUWDLQW\

&KDQJH LQ $FFRXQWLQJ 3ULQFLSOH

$V GLVFXVVHG LQ 1RWH % WR WKH FRQVROLGDWHGHKDQDK®HRMIMN VWDWH
SUHVHQWDWLRQ FXUUHQF\ WR WKH 86 GROODU

%DVLV IRU 2SLQLRQ

7KHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV D UHX W KK WSHR/GRIGEVLCEL
LV WR H[SUHVV DQ RSLQLRQ RQ WKHVH FRQVROLGDWHG ILQDQFLDO VWI
DFFRXQWLQJ ILUP UHJLVWHUHG ZLWK WKH 3XEOLF &RPSDQ\ $FFRXQWLQ
DUH UHTXLUHG WR EH LQGHSHQGHQW ZLWK UHVSHFW WR WKH &RPSDQ\
DQG WKH DSSOLFDEOH UXOHV DQG UHJXODWLRQV RI WKH 6HFXULWLHYV |

‘H FRQGXFWHG RXU DXGLWVY LQ DFFRUGDQFH ZLWK WKH VWDQGDUGV RI
DQG SHUIRUP WKH DXGLW WR REWDLQ UHDVRQDEOH DVMRWNQEF B HD BERMWV
RI PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR HUURU RU IUDXG 2XU
ULVNV RI PDWHULDO PLVVWDWHPHQW RI WKH FRGURRUGRW HEGD X&) DBDFE C
SHUIRUPLQJ SURFHGXUHV WKDW UHVSRQG WR WKRVH ULVNV 6XFK SURF
UHJDUGLQJ WKH DPRXQWY DQG GLVFORVXUHV LQ WKEFREGHROLGDWHG
HYDOXDWLQJ WKH DFFRXQWLQJ SULQFLSOHV XVHG DHIDG VOV GIMD PXQ W LH;
WKH RYHUDOO SUHVHQWDWLRQ RI WKH FRQVROLGBWRE&LIE K DQF HD U RQNDL
EDVLV IRU RXU RSLQLRQ

V 6RPHNK &KDLNLQ

O

&HUWLILHG 3XEOLF $FFRXQWDQWYV ,VU

OHPEHU )LUP RI .30* , QWHUQDWLRQDO

‘H KDYH VHUYHG DV WKH &RPSDQ\fV DXGLWRU VLQFH
7HO $YLY ,VUDHO

6HSWHPEHU
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$QFKLDQR 7KHUDSHXWLFV /WG
&RQVROLGDWHG 6WDWHPHQWY RI )LQDQFLDO 3RVLWI

WKRXVDQGV 1RWH

$VVHWYV

&DVK DQG FDVK HTXLYDOHQWYV

2ZWKHU LQYHVWPHQWYV 2 2
S5HFHLYDEOHYV

7TRWDO FXUUHQW DVVHWYV

1RQ FXUUHQW DVVHWYV

/RQJ WHUP SUHSDLG H[SHQVHV

$VVHW IRU HPSOR\HH EHQHILWY QHW 2
JLIHG DVVHWV QHW

7RWDO QRQ FXUUHQW DVVHWV

7RWDO DVVHWYV

/ILDELOLWLHV

7UDGH SD\DEOHYV

2WKHU SD\DEOHYV

6KRUW WHUP HPSOR\HH EHQHILWYV
7TRWDO FXUUHQW OLDELOLWLHYV

1RQ FXUUHQW OLDELOLWLHYV

/ILDELOLWLHYV IRU HPSOR\HH EHQHILWV QHW 2 2
7TRWDO QRQ FXUUHQW OLDELOLWLHV 2 2
7TRWDO OLDELOLWLHV

&RQWLQJHQW OLDELOLWLHY DQG FRPPLWPHQWYV

(TXLW\

6KDUH FDSLWDO : 2 2 2
$GGLWLRQDO SDLG LQ FDSLWDO

&XUUHQF\ WUDQVODWLRQ GLIIHUHQFHY UHVHUYH

&DSLWDO UHVHUYH IURP VKDUH EDVHG SD\PHQWV
$FFXPXODWHG ORVYV

7RWDO HTXLW\ GHILFLHQF\

7TRWDO OLDELOLWLHY DQG HTXLW\

V /DZUHQFH +RZDUG V )UDQN +DOXVND V. -RQDWKDQ %XUJLQ

&KDLUPDQ RI WKH %RDW&LHI ([HFXWLYH 21IL&EKLHI 2SHUDWLQJ 21ILFHU
&KLHI )LQDQFLDO 2IILFHU

30HDVH UHIHU WR 1RWH % IRU IXQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQF\
'DWH RI DSSURYDO RI WKH ILQDQFLDO VWDWHPHQWY 6HSWHPEHU
7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKH FRC

)
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$QFKLDQR 7KHUDSHXWLFV /WG
&RQVROLGDWHG 6WDWHPHQWYVY RI 2SHUDWLRQV IRU WK

WKRXVDQGY RWKHU WKDQ SHU VKDUH DPRXQWYV 1RWH
5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV o
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
2SHUDWLQJ ORVYV

JLQDQFLQJ LQFRPH

JLOQDQFLQJ H[SHQVHYV

JLODQFLQJ H[SHQVHV LQFRPH QHW

/RVV EHIRUH LQFRPH WD]

,QFRPH WD]

1HW ORVV

/IRVV SHU VKDUH LQ
%DVLF DQG GLOXWHG ORVYV

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKH FRC(
)
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$QFKLDQR 7KHUDSHXWLFV /WG

&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQVY DQG 2WK
<HDU (QGHG 'HFHPEHU

WKRXVDQGV
/IRVV IRU WKH \HDU

2WKHU FRPSUHKHQVLYH LQFRPH LWHPV WKDW ZLOO QRW EH WUDQVIHUL
&XUUHQF\ WUDQVODWLRQ GLIITHUHQFHV

7TRWDO FRPSUHKHQVLYH ORVV IRU WKH \HDU

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW RI WKH FRC
)
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$QFKLDQR 7KHUDSHXWLFV /WG
&RQVROLGDWHG 6WDWHPHQWY RI &KDQJHV LQ (TXL

&DSLWDO
&XUUHQF\WUHVHUYH
$GGLWLRQIDRVODWUR® 7RWDO
6KDUH SDLG L@LIIHUHQADWH EDSWHFE P XODWHTXLW\

WKRXVDQGYV FDSLWDEODSLWDOHVHUYBD\PHQWY ORVYV GHILFLHQF\
%DODQFH DV DW -DQXDU\ 2 L
,VVXDQFH RI VKDUHV QHW 2 2 2
([SLUDWLRQ RI RSWLRQV 2 2 2 2
6KDUH EDVHG SD\PHQW 2 2 2 2

2 2 2
&RPSUHKHQVLYH LQFRPH 4RU WKRH \HDU 2 2
/IRVV IRU WKH \HDU 2 2 2 2

2 2 2
%DODQFH DV DW 'HFHPEHU o
%DODQFH DV DW -DQXDU\? L
,VVXDQFH RI VKDUHV QHW 2 2 2
([SLUDWLRQ RI RSWLRQV 2 2 2 2
6KDUH EDVHG SD\PHQW 2 2 2 2

2 2 2
&RPSUHKHQVLYH LQFRPH 42RU WRH \HDU 2 2
/RVV IRU WKH \HDU 2 2 2 2

2 2 2

%DODQFH DV DW '"HFHPEHU o

6HH 1RWH

7KH DFFRPSDQ\LQJ QRWHYVY DUH DQ LQWHJUDO SDUW RI WKH FRC
)
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$QFKLDQR 7KHUDSHXWLFV /WG
&RQVROLGDWHG 6WDWHPHQWYVY RI &DVK )ORZV IRU WKH

WKRXVDQGV 1RWH
&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV

/RVV IRU WKH \HDU

JLODQFLQJ FRVWV QHW

'HSUHFLDWLRQ

6KDUH EDVHG SD\PHQWYV

7D[HV RQ LQFRPH

&KDQJH LQ UHFHLYDEOHYV

&KDQJH LQ WUDGH SD\DEOHYV

&KDQJH LQ RWKHU SD\DEOHYV

&KDQJH LQ HPSOR\HH EHQHILWYV

&KDQJH LQ ORQJ WHUP SUHSDLG H[SHQVHYV

7D[HV SDLG 2
,QWHUHVW UHFHLYHG

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHYV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHYV
&KDQJH LQ RWKHU LQYHVWPHQW 2
3XUFKDVH RI IL[HG DVVHWYV

1HW FDVK IURP XVHG LQ LQYHVWLQJ DFWLYLWLHV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV
BURFHHGV IURP LVVXDQFH RI VKDUHYV
,VVXDQFH FRVWYV

1HW FDVK IURP ILQDQFLQJ DFWLYLWLHYV -
,QFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY DW WKH EHJLQQLQJ RI WKH \HDU

(I '"THFW RI HI[FKDQJH UDWH GLIIHUHQFHY RQ FDVK DQG FDVK HTXLYDOHQ"
&DVK DQG FDVK HTXLYDOHQWYV DW WKH HQG RI WKH \HDU

7KH DFFRPSDQ\LQJ QRWHVY DUH DQ LQWHJUDO SDUW RI WKH FRC
)
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$QFKLDQR 7KHUDSHXWLFV /WG
1RWHV WR WKH &RQVROLGDWHG )LOQDQFLDO 6WDWHPHC(
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$QFKLDQR 7KHUDSHXWLFV /WG WKH 3&RPSDQ\" ZDV LQFRUSRUDWH(

LQ DFFRUGDQFH ZLWK WKH &RPSDQLHV /DZ WKH 2&RPSDQLH\
E\ VKDUHVY RULJLQDOO\ FDOOHG %LR&DQ&HOO /WG FKDQJHG LQ $XJ
RI WKH &RPSDQ\ LV +LJK 7THFK 9LOODJH (GPRQG - 6DIUD &DPSXV
LV D VXFFHVVRU HQWLW\ Rl %LR&DQ&HOO 7KHUDSHXWLFV ,QF ZKLFl
WKH 7HO $YLY 6WRFN ([FKDQJH LQ 2Q WKH EDODQFH VKHHW GDW
&RPSDQ\ ZDV &0DO %LRWHFKQRORJ\ ,QGXVWULHV /WG KHUHLQDIWH
XOWLPDWH SDUHQW FRPSDQ\ KRZHYHU DV RI WKH DSSURYDO GDWH
VKDUHKROGHU

7KH &RPSDQ\ ZKROO\ RZQV D VXEVLGLDU\ $QFKLDQR 7KHUDSHXWLFV
7TKHUDSHXWLFV ,VUDHO /WG ZKLFK LWVHOI ZKRO®@\ RQRWLDQRODZDL
7TKHUDSHXWLFV ,QF IRUPHUO\ %LR&DQ&HOO 86% ,QF IRU WKH SXU
FRPSDQ\ LV VXEMHFW WR WKH WD[ ODZV RI WKH 6WDWH RI '"HODZDUH

5HSRUWLQJ HQWLW\

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH &RPSDQ\ D)
&RPSDQ\ $QFKLDQR 7KHUDSHXWLFV ,VUDHO /WG DQG $QFKLDQR 7
RZQHG E\ WKH &RPSDQ\

7KH *URXS LV LQYROYHG LQ UHVHDUFK DQG GHYHORSPHQW RI GUX
SURGXFWV DUH LQ WKH UHVHDUFK DQG GHYHORSPHQW VWDJH DQ
*URXSYV DELOLW\ WR FRPSOHWH SURGXFW GHYHORSPHQW REWDL
VXFFHVV 7KH &RPSDQ\ KDV LQFXUUHG UHFXUULQJ ORVVHV IURP R
VWDJHV UHODWHG WR WKH SODQQHG DFWLYLWLHV GB®HDGGRQ IXV
DFKLHYLQJ RSHUDWLQJ SURILWV LQ WKH IXWXUH 7KH *URXS LV W
FRQWLQXDWLRQ RI LWV RSHUDWLRQV KRZHYHU DV DW WKH UHSRL
*URXSTV DELOLW\ WR FRQWLQXH RSHUDWLQJ DV D JRLQJ FRQFHUG
WKH *URXSTV DVVHVVPHQWY WKH *URXSYV ILQDQRLROXGUHVRXUFH\
TXDUWHU RI 7KH ILQDQFLDO VWDWHPHQWY GR QRW LQFOXGH |
IRU DVVHWV DQG OLDELOLWLHY WKDW ZRXOG EH UHTXLUHG LI WKt
FRQFHUQ

'"HILQLWLRQV
,Q WKHVH ILQDQFLDO VWDWHPHQWYV 2
7KH &RPSDQ\x2x$QFKLDQR 7KHUDSHXWLFV /WG
7KH *URXSx2x$QFKLDQR 7KHUDSHXWLFV /WG DQG LWV VXEVLGLDU

6XEVLGLDULHVXx2xWKH &RPSDQ\fV VXEVLGLDU\ $QFKLDQR 7KHUDS
$QFKLDQR 7KHUDSHXWLFV ,QF WKH ILQDQFLDO VWDWKIWHQWYV RI
&RPSDQ\ DQG ZKLFK DUH IXO0O\ RZQHG DQG FRQWUROOHG E\ WKH ¢

5HODWHG SDUW\x2x:LWKLQ LWV PHDQLQJ LQ ,$6 5HODWHG

'ROODUYV RU 3 "x2x8 6 GROODUYV
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6WDWHPHQW RI FRPSOLDQFH

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH *URXS KDYH E
JLOQODQFLDO 5HSRUWLQJ 6WDQGDUGV 3,)56° DV LVVXHG E\ WKH ,QWHL

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZHUH DXWKRUL]JHG IR
6HSWHPEHU

)XQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQF\

7KH 1HZ ,VUDHOL 6KHNHO 21,6° LV WKH FXUUHQF\ WKDIW) ZHKESBKVHQV
WKH *URXS RSHUDWHY DQG LV WKXV LWV IXQFWLRQDO EFXUUHQF\ +R:
ILQDQFLDO VWDWHPHQWY ZKLFK ZHUH SUHSDUHG XVLQILWKHHRQFW |
SUHVHQWDWLRQ FXUUHQF\ WKH 8 6 GROODU $V WKH &RPSDQ\ LQWH
VWRFN H[FKDQJH LW FHDVHG XVLQJ WKH 1,6 DQG EHJDQ XVLQJ WKH
IDFLOLWDWH 8 6 LQYHVWRUV XQGHUVWDQGLQJ RQ & IOH BRIPGIDQL iYW 1D
WUDQVODWHG DW WKH H[FKDQJH UDWHYV DW W K HDBEMHIED Q WHDWKIHHD\W HG [
H[FKDQJH UDWHYV DQG VKDUHKROGHUVY HTXLW\ LV WURQVODWHG ED)\
DGMXVWPHQWY DUH QRW LQFOXGHG LQ GHWHUPLQLQJ QHW ORVV EX\
DGMXVWPHQW WR RWKHU FRPSUHKHQVLYH ORVV D FRPSRQHQW RI VI

%DVLV RI PHDVXUHPHQW

7KH ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG RWHWKHDRIGY WR
OLDELOLWLHVY VKDUH EDVHG SD\PHQW DQG DVVHWY DQG OLDELOLWL

2SHUDWLQJ F\FOH

7KH UHJXODU RSHUDWLQJ F\FOH RI WKH &RPSDQ\ LV RQH \HDU $V D
LOQFOXGH LWHPV WKH UHDOL]DWLRQ RI ZKLFK LV LQWHQGHG WR WDN
RSHUDWLQJ F\FOH

&ODVVLILFDWLRQ RI H[SHQVHVY UHFRJQL]JHG LQ WKH VWDWHPHQW RI |

7KH FODVVLILFDWLRQ Rl H[SHQVHV UHFRJQL]HG LQ WKH VWDWHPHQW
H[SHQVH $GGLWLRQDO LQIRUPDWLRQ UHJDUGLQJ WKH QDWXUH RI W
VWDWHPHQWYV

8VH RI HVWLPDWHY DQG MXGJPHQWYV

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRWPLW\ ZLW|I
HYWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW WKB DEFRADMDWRRQ RI
DVVHWY OLDELOLWLHYV LQFRPH DQG H[SHQVBIWH¥FWXDO UHVXOWYV P

7KH SUHSDUDWLRQ RI DFFRXQWLQJ HVWLPDWHV XVHG WWHWKH IBWYHSD
WKDW PDQDJHPHQW RI WKH &RPSDQ\ PDNHV DVVXPSWLRQV UHJDUGL(
FRQVLGHUDEOH XQFHUWDLQW\ ODQDJHPHQW RI WKH &RPSDQ\ SUHSD
H[SHULHQFH YDULRXV IDFWV H[WHUQDO FLUFXPVWDQFHNVQWQG UHD"
FLUFXPVWDQFHYVY RI HDFK HVWLPDWH
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$QFKLDQR 7KHUDSHXWLFV /WG
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(VWLPDWHY DQG XQGHUO\LQJ DVVXPSWLRQV DUH UHYLHZHG RQ DQ R
DUH UHFRJQL]JHG LQ WKH SHULRG LQ ZKLFK WKH HVWLPDWHY DUH UH

'"HWHUPLQDWLRQ RI IDLU YDOXH

BUHSDUDWLRQ RI WKH ILQDQFLDO VWDWHPHQWYV UHT XHMHW DMKGE *UR>
OLDELOLWLHV

1RWH ' 6KDUH %DVHG 3D\PHQW LQFOXGHV IXUWKHU LQIRUPDWLRQ |
GHWHUPLQH IDLU YDOXH

127( x2x6,*1,),&%$17 $&&2817,1* 32/,&,(6

7TKH DFFRXQWLQJ SROLFLHV VHW RXW EHORZ KDYH EHHQ DSSOLHG FRQ\
LQ WKHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$

%

%DVLV RI FRQVROLGDWLRQ

$ VXEVLGLDU\ LV DQ HQWLW\ FRQWUROOHG E\ WKH &RPSDQ\ 7KH FRC
DUH LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV IU
SROLFLHV Rl WKH VXEVLGLDU\ DUH DOLJQHG ZLWK WKH SROLFLHV DC

7TUDQVDFWLRQV HOLPLQDWHG RQ FRQVROLGDWLRQ ,QWUD JURXS EDC
DULVLQJ IURP LQWUD JURXS WUDQVDFWLRQV DUH HOLPLQDWHG LQ V
VWDWHPHQWYV

JRUHLJQ FXUUHQF\

7TUDQVDFWLRQV LQ IRUHLJQ FXUUHQFLHY DUH WUDQVODWHG WR WKH
WKH GDWHV RI WKH WUDQVDFWLRQVY ORQHWDU\ DVVHWVWKH; OLDELC(
UHSRUWLQJ GDWH DUH WUDQVODWHG WR WKH IXQFWLRQDO FXUUHQF
GLIITHUHQFHY DUH UHFRJQL]J]HG LQ VWDWHPHQW RI RSHUDWLRQV

JLODQFLDO LQVWUXPHQWYV
1RQ GHULYDWLYH ILQDQFLDO DVVHWYV

1RQ GHULYDWLYH ILQDQFLDO DVVHWYV LQFOXGH FDVKHNQG FDVK H'
SD\DEOHV 1RQ GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH UHFR
LQVWUXPHQWY QRW DW IDLU YDOXH WKURXJK SURILW RU ORVV D¢
6XEVHTXHQW WR LQLWLDO UHFRIJQLWLRQ QRQ GHULYDWLYH ILQD(
EHORZ

$ ILQDQFLDO DVVHW LV UHFRJQL]HG ZKHQ WKH *URXSQMFFHSWYV W}
ILQDQFLDO DVVHW LV GHUHFRJQL]HG ZKHQ WKH *URXNSYVL@ERQWUDF
IURP WKH ILQDQFLDO DVVHW H[SLUH RU WKH *URXS WUDQVIHUV W
FRQWURO RI WKH DVVHW RU WUDQVIHUV DOO WKH ULVNV DQG UHZ
DQG VDOHV RI ILQDQFLDO DVVHWY DUH UHFRJQL]HG RQ WKH GDWF
*URXS XQGHUWRRN WR SXUFKDVH RU VHOO WKH DVVHW )LQDQFLD
RI WKH *URXS DV VSHFLILHG LQ WKH DJUHHPHQW H[SLUHV RU ZKI

)
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SHFHLYDEOHYV

S5HFHLYDEOHY DUH QRQ GHULYDWLYH ILQDQFLDO D\QWWVXRWHGIL |
LQ DQ DFWLYH PDUNHW 6XEVHTXHQW WR LQLWLDG BRFRIRYWQRQ
WKH HIIHFWLYH LQWHUHVW PHWKRG WDNLQJ LWR DFFRXQW WUD

&DVK DQG FDVK HTXLYDOHQWYV

&DVK FRPSULVHV FDVK EDODQFHY DYDLODEOH IRWQMWPPHBRBWIH KV
VKRUW WHUP KLJKO\ OLTXLG LQYHVWPHQWY ZLWK RULJLQDO PDW>
FRQYHUWLEOH LQWR NQRZQ DPRXQWYV RI FDVK DQG DUH H[SRVHG

1RQ GHULYDWLYH ILQDQFLDO OLDELOLWLHV
1RQ GHULYDWLYH ILQDQFLDO OLDELOLWLHY LQFOXGH WUDGH DQG
6KDUH FDSLWDO

2UGLQDU\ VKDUHY DUH FODVVLILHG DV HTXLW\VMXAHJRP RQ®&D@DRR \
VKDUHY DUH UHFRJQL]JHG DV D GHGXFWLRQ IURP HTXLW\

,QFUHPHQWDO FRVWY GLUHFWO\ DWWULEXWD E O H MR QD Yl SIHFGV B
DQ HTXLW\ LQVWUXPHQW DUH UHFRJQL]JHG DV DQ DVVHW GHIHUUF
ILQDQFLDO SRVLWLRQ XQGHU UHFHLYDEOHV

7KH FRVWY DUH GHGXFWHG IURP WKH HTXLW\ XSRQ WKH LQLWLDO

,Q FDVHVY ZKHUH WKH LVVXDQFH LV QR ORQJHU OLNHO\ WR WDNH ¢
DGPLQLVWUDWLYH H[SHQVHV LQ WKH VWDWHPHQW RI RSHUDWLRQ

JL[IHG DVVHWVx2x5HFRJQLWLRQ DQG OHDVXUHPHQW

JLIHG DVVHW LWHPYV DUH PHDVXUHG DW FRYVWWHG/ V FDSFXPRHODW DR \Gu
&RVW LQFOXGHYV H[SHQGLWXUH WKDW LV GLUHFWQDDWWRVWY LEXDVDEOH
V\VWHPDWLF DOORFDWLRQ RI WKH GHSUHFLDEOH DPRXQW RI DQ DVYV

5HVHDUFK DQG GHYHORSPHQW

([SHQGLWXUH RQ UHVHDUFK DFWLYLWLHY XQGHUWDNHQ ZLWK WKH €
NQRZOHGJH DQG XQGHUVWDQGLQJ LV UHFRJQL]JHG LQ SURILW RU OR

'HYHORSPHQW DFWLYLWLHY LQYROYH D SODQ RU GHVLJQ IRU WKH SU
SURGXFWV DQG SURFHVVHVY 'HYHORSPHQW H[SHQGLWXUH LV UHFRJQ
FRVWY FDQ EH PHDVXUHG UHOLDEO\ WKH SURGXFWHRUW®XRHHVYV LV )\
HFRQRPLF EHQHILWY DUH SUREDEOH DQG WKH *URXS KDV WKH LQWH
UHVHDUFK DQG GHYHORSPHQW DQG WR XVH RU VHOO WKH DVVHW

1RQH RI WKH &RPSDQ\TV GHYHORSPHQW FRVWY PHHW WKH DERYH FR
VWDWHPHQW RI RSHUDWLRQV DV LQFXUUHG

,PSDLUPHQW
JLODQFLDO DVVHWYV

$ ILQDQFLDO DVVHW LV WHVWHG IRU LPSDLUPHQW WZH HY HREWMW FW L
KDYH KDG D QHJDWLYH HIIHFW RQ WKH HVWLPDWHG IXWXUH FDVK
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,PSDLUPHQW ORVVHV DUH UHFRJQL]HG LQ WKH VWDWHPHQW RI RS

$Q LPSDLUPHQW ORVV LV UHYHUVHG LI WKH UHYHUVDO WBEK® EH UH
LPSDLUPHQW ORVYV ZDV UHFRJQL]JHG )RU ILQDQFIL/D ®\LWHWYV PHD
UHFRJQL]JHG LQ SURILW RU ORVV

1RQ ILQDQFLDO DVVHWV

7KH FDUU\LQJ DPRXQWYV RI WKH *URXSYTV QRQ ILQDQFLDO DVVHWYV
GHWHUPLQH ZKHWKHU WKHUH LV DQ\ LQGLFDWLRQ RI LPSDLUPHQVW
UHFRYHUDEOH DPRXQW RI WKH DVVHW LV HVWLPDWHG

7KH UHFRYHUDEOH DPRXQW RI DQ DVVHW RU FDVK JHQHUDWLQJ X!
YDOXH OHVV FRVWV RI GLVSRVDO ,Q DVVHVVLQJ YDOXH LQ XVH V
SUH WD[ GLVFRXQW UDWH WKDW UHIOHFWV FXUUHQW YBUNHW DV\
VSHFLILF WR WKH DVVHW )RU WKH SXUSRVH RI LPSDLUPHQW WHV!
VPDOOHVW JURXS RI DVVHWYV WKDW JHQHUDWHY FDVK IURP FRQWI1
DVVHWYVY RU JURXSV RI DVVHWYV WKH 3&DVK *HQHUDWLQJ 8QLW’

$Q LPSDLUPHQW ORVV LV UHFRJQL]JHG LI WKH FDUU\LQJ DPRXQW R
HVWLPDWHG UHFRYHUDEOH DPRXQW ,PSDLUPHQW ORVVHV DUH UF

,PSDLUPHQW ORVVHV UHFRJQL]JHG LQ SULRU SHULRGYV DUH DVVHV\
WKDW WKH ORVV KDV GHFUHDVHG RU QR ORQJHU H[LVWV $Q LPSD
FKDQJH LQ WKH HVWLPDWHY XVHG WR GHWHUPLQH VWHG RIQHFRYHUL
WR WKH HIWHQW WKDW WKH DVVHWY{V FDUU\LQJ DPRXQW GRHV QR
GHWHUPLQHG QHW RI GHSUHFLDWLRQ RU DPRUWL]DWLRQ LI QR L

(PSOR\HH EHQHILWYV
7KH *URXS KDV D QXPEHU RI SRVW HPSOR\PHQW EHQHILW SODQV DV GH"’

(PSOR\HH EHQHILW SODQV

8S WR $SULO WKH *URXSTV QHW REOLJDWLRQ LQ UHVSHFW R
HYVWLPDWLQJ WKH DPRXQW RI IXWXUH EHQHILW WKDW HPSOR\HHYV
FXUUHQW DQG SULRU SHULRGV 7KDW EHQHILW LV SUHVHQWHG DW
DVVHWYV LV GHGXFWHG 7KH GLVFRXQW UDWH LV WKH \LHOG DW W|
GHEHQWXUHY WKDW KDYH PDWXULW\ GDWHY DSSUR[LPDWLQJ WK}
GHQRPLQDWHG LQ GROODUYV 7KH FDOFXODWLRQV DUH SHUIRUPHG

5H PHDVXUHPHQWY RI WKH QHW GHILQHG EHQHILWVGVDBALIOH W\ DV
UHWXUQ RQ WKH SODQ DVVHWV H[FOXGLQJ LQWHUHVW DQG WKH
LQWHUHVW 5H PHDVXUHPHQWY DUH UHFRJQL]HG LPPHGLDWHO\ G
FRPSUHKHQVLYH LQFRPH 7KH OLDELOLW\ IRU D EHQHILW DFFXPXC

WKRXVDQG DQG LV SUHVHQWHG QHW RI WKH IDLU YDOXH RI SC

2Q $suULO WKH &RPSDQ\ HQWHUHG LQWR DQ DJUHHPHQW ZLV
GDWH WKH\ DUH HOLJLEOH IRU VHYHUDQFH SD\ XQGHU 6HFWLRQ

DV IURP WKDW GDWH WKH SODQ LV FODVVLILHG DV D GHILQHG FR
SRVW HPSOR\PHQW EHQHILW SODQ XQGHU ZKLFK WKH *URXS SD\V

)
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FRQWULEXWLRQV LQWR D VHSDUDWH HQWLW\ DQG KDV QR OHJDO
2EOLJDWLRQV IRU FRQWULEXWLRQV WR GHILQHG FRQWULEXWLRQ
ORVYV LQ WKH SHULRGY GXULQJ ZKLFK UHODWHG VHUYLFHY DUH Ut

6KRUW WHUP EHQHILWYV

6KRUW WHUP HPSOR\HH EHQHILW REOLJDWLRQV DUH PHDVXUHG R(
WKH UHODWHG VHUYLFH LV SURYLGHG RU XSRQ WKH DFWXDO DEVt!
DFFXPXODWHG VXFK DV PDWHUQLW\ OHDYH

7KH HPSOR\HH EHQHILWY DUH FODVVLILHG DV VKRUW WHUP EHQHI
ZKHQ WKH *URXS H[SHFWV WKH EHQHILWY WR EH ZKROO\ VHWWOH:!

$ OLDELOLW\ LV UHFRJQL]JHG IRU WKH DPRXQW H[SHFWHG WR EH S
VKDULQJ SODQV LI WKH *URXS KDV D SUHVHQW OHJDO RU FRQVWU
SDVW VHUYLFH SURYLGHG E\ WKH HPSOR\HH DQG WKH REOLJDWLR

7HUPLQDWLRQ EHQHILWV

7HUPLQDWLRQ EHQHILWYV DUH UHFRJQL]HG DV DQ H[SHQVH ZKHQ W
UHDOLVWLF SRVVLELOLW\ Rl ZLWKGUDZDO WR D IRUPDO GHWDLO}

6KDUH EDVHG SD\PHQW WUDQVDFWLRQV

7KH JUDQW GDWH IDLU YDOXH Rl VKDUH EDVHG SD\PHQW DZDUGYV .
H[SHQVH ZLWK D FRUUHVSRQGLQJ LQFUHDVH LQ HTXLW\ RYHU WK
IRU WKH DZDUGV 7KH DPRXQW UHFRJQL]HG DV DQ H[SHQVH WKDW
FRQGLWLRQV LV DGMXVWHG WR UHIOHFW WKH QXPEHU RI DZDUGYV
SD\PHQW DZDUGV ZLWK QRQ YHVWLQJ FRQGLWLRQV RU ZLWK PDUN
GDWH IDLU YDOXH Rl WKH VKDUH EDVHG SD\PHQW DZDUGV LV PHD’
WKH *URXS UHFRJQL]JHV DQ H[SHQVH LQ UHVSHFW RI WKH DZDUGV

BURYLVLRQV

$ SURYLVLRQ LV UHFRJQL]JHG LI DV D UHVXOW RI D SDVW HYHQW WK
REOLJDWLRQ WKDW FDQ EH HVYWLPDWHG UHOLDEO\ DQGQAWH V SUREI
UHTXLUHG WR VHWWOH WKH REOLJDWLRQ

/HIDO FODLPYV

$ SURYLVLRQ IRU FODLPV LV UHFRJQL]HG LI DV D UHVXOW RI D SDVW
FRQVWUXFWLYH REOLJDWLRQ DQG LW LV PRUH OLNHO\ WKDQ QRW Wtk
VHWWOH WKH REOLJDWLRQ DQG WKH DPRXQW RI REOIHDRWLRQ FDQ EI
PDWHULDO WKH SURYLVLRQ LV PHDVXUHG DW LWV SUHVHQW YDOXH

&RPPLWPHQWYV WR SD\ UR\DOWLHYV
7KH *URXS GRHV QRW UHFRJQL]JH FRPPLWPHQWYV WR SD\ UR\DOWLHYV
RFFXUV

*UDQWYV IRU SDUWLFLSDWLRQ LQ UHVHDUFK DQG GHYHORSPHQW H[SF

*UbQwWY DUH UHFRJQL]JHG LQLWLDOO\ DW IDLU YD@OHEAKHERPMKMHB D)
WKH *URXS ZLOO FRPSO\ ZLWK WKH FRQGLWLRQV DVVRMFODWHI ZLWK
H[SHQVHV LQFXUUHG DUH SUHVHQWHG DV D GHGXFWLRQ IURP WKH FI

)
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*UDQWYV IURP WKH ,VUDHO ,QQRYDWLRQ $XWKRULW\ 3,,$" LQ UHVSHEF
DFFRXQWHG IRU DV IRUJLYDEOH ORDQV DFFRUGLQJ WR ,$6 *UDQW'
OLDELOLW\ DFFRUGLQJ WR WKHLU IDLU YDOXH RQ WKH GDWH RI WKH
WKDW WKH DPRXQW UHFHLYHG ZLOO QRW EH UHIXQGHG 7KH DPRXQW
DQ\ FKDQJHVY LQ WKH SUHVHQW YDOXH RI WKH FDVK IORZV GLVFRXQW
UHFRJQL]JHG LQ SURILW RU ORVV 7KH *URXS RSHUDWHYV LQ WKH ELR\
XQFHUWDLQW\ GXH WR WKH SUHOLPLQDU\ VWDJH LW LV LQ DQG WKH
VXFFHVV RI WKH SURGXFWV XQGHU GHYHORSPHQW DQG WKH UHWXUQC
XQGHU WKH JUDQWYVY WR WUDQVIHU WKH LQWHOOHFWXDO SURSHUW\ ;
IXQGHG E\ WKH JUDQWYV LI WKH *URXS DEDQGRQV WKH UHVHDUFK DQ!
SURGXFW RU OLFHQVLQJ UHYHQXHV IURP VXFK UHVHDUFK DQG GHYH!
UHSRUWLQJ GDWH WKH FRQGLWLRQV IRU UHFRJQLWLRQ RI D OLDELC
QRW UHFRUG D OLDELOLW\ LQ UHVSHFW RI WKRVH JUDQWYV

- [/HDVHV

7KH *URXS{TVY OHDVHV DUH FODVVLILHG DV RSHWRD®YLIHGOHD WHKW D QRX\
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ 3D\PHQWV PDNMGH MQ®HRI RSHU
RSHUDWLRQV RQ D VWUDLJKW OLQH EDVLVY RYHU WKH WHUP RI WKH C

JLQDQFLQJ LQFRPH DQG H[SHQVHV

JLODQFLQJ LQFRPH FRPSULVHV LQWHUHVW LQFRPH RQ IXQGV LQYHVV
LQFRPH LV UHFRJQL]HG DV LW DFFUXHV XVLQJ WKH HIIHFWLYH LQWF

JLQDQFLQJ H[SHQVHV LQFOXGH EDQN DQG RWKHU FRPPLVVLRQV %RL
RSHUDWLRQV XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG

,Q WKH VWDWHPHQWY RI FDVK IORZV LQWHUHVW UHFBHRRFHG DQG LQV
RSHUDWLQJ DFWLYLWLHYV

JRUHLJQ FXUUHQF\ JDLQV DQG ORVVHY DUH UHSRUWHG RQ D QHW ED
H[SHQVHV GHSHQGLQJ RQ IRUHLJQ FXUUHQF\ IOXFWXDWLRQV

/" /IRVV SHU VKDUH

7KH *URXS SUHVHQWY EDVLF DQG GLOXWHG ORVV SHU VKDUH GDWD |
WKH GLOXWHG ORVV FDOFXODWHG E\ GLYLGLQJ WKH ORVV DWWULEX"'
ZHLIJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV RXWVWDQGLQJ GX

0 ,QFRPH WD[ H[SHQVHYV

&XUUHQW WD[HYV
&XUUHQW WD[ LV WKH H[SHFWHG WD[ SD\DEOH RU UHFHLYDEOH RQ '
HOQDFWHG RU VXEVWDQWLYHO\ HQDFWHG DW WKH UHSRUWLQJ GDWH
'"HIHUUHG WDI[HYV

'"HIHUUHG WD[ LV UHFRJQL]JHG LQ UHVSHFW RI WHPSRUDU\ GLIITHUHQF
OLDELOLWLHV IRU ILQDQFLDO UHSRUWLQJ SXUSRVHVY DQG WKH DPRX!
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$ GHIHUUHG WD[ DVVHW LV UHFRJQL]JHG IRU XQXVHG WD[ ORVVHV WL
WR WKH HIWHQW WKDW LW LV SUREDEOH WKDW | KWW¥XBBQVDBHDE®HO S H
'"HIHUUHG WD[ DVVHWYVY DUH UHYLHZHG DW HDFK UHSRUWLQJ GDWH D(
SUREDEOH WKDW WKH UHODWHG WD[ EHQHILW ZLOO EH UHDOL]HG

21IVHW RI FXUUHQW WD[ DVVHWY DQG OLDELOLWLHV

&XUUHQW WD[ DVVHWY DQG OLDELOLWLHYV DUH R/IIRHW H QW KWALHOLND E
DQG DVVHWYV DQG WKHUH LV LQWHQW WR VHMMWRWH WK H UWAHWD W\DH D\
OLDELOLWLHY ZLOO EH UHDOL]J]HG VLPXOWDQHRXVO\

1HZ VWDQGDUGY DQG LQWHUSUHWDWLRQV QRW \HW DGRSWHG

)56 JLODQFLDO ,QVWUXPHQWYV

)56 JLQDQFLDO ,QVWUXPHQWYV LQ WKLV VHFWLRQ 3,)56
J)LQDQFLDO ,QVWUXPHQWY 5HFRJQLWLRQ DQG OHDVXUHPHQW ,)5¢

FODVVLILFDWLRQ DQG PHDVXUHPHQW RI ILQDQFLDAU @RWWXIRQQWWVLI

GHEW DVVHWV DQG QHZ JXLGDQFH DQG UHTXLUHPHQWYV ZLWK UHVSH

)56 LV HIITHFWLYH IRU DQQXDO SHULRGV EHJLQQLQJ RQ RU DIW
EHLQJ SHUPLWWHG
7KH *URXS KDV H[DPLQHG WKH HIIHFWV Rl DSSO\LQJ ,)56 DQG

VWDWHPHQWY ZLOO EH LPPDWHULDO

)56 /[HDVHYV

,)56 /HDVHV LQ WKLV VHFWLRQ 3,)56 ~ RU WKH 36WDQGDUG" UHE

IHDVHV ,$6 DQG WKH LQWHUSUHWDWLRQV UHODWHG WR WKH V'
FXUUHQW UHTXLUHPHQW IRU OHVVHHVY WR FODVVLIVWKW WKBVW(HRV R
VWDQGDUG SUHVHQWY RQH PRGHO IRU WKH DFFRXQWLHM WUHDWPHQ
ULJKW RI XVH DVVHW DQG OLDELOLW\ IRU WKHWXHD ¥W D@QGIDWU\G |1L QPM@X
WZR H[FHSWLRQV WR WKH JHQHUDO PRGHO ZKHUHER® OHVVHH FDQ
UHTXLUHPHQWYVY RI WKH ULJKW RI XVH DVVHW DQG OLDELOLW\ ZLWK L
OHDVHV ZKHUH WKH XQGHUO\LQJ DVVHW KDV D ORZ YDOXH

7KH 6WDQGDUG ZLOO EH LPSOHPHQWHG IRU DQQXDO SHULRGV FRPPH
HDUO\ LPSOHPHQWDWLRQ 7KH 6WDQGDUG LQFOXGHVLWRRIOMXO/ DOWH
SURYLVLRQV VR WKDW LW LV SRVVLEOH WR VHOHFW HOEMHRIDMWKW KRC
WLPH RI ILUVW WLPH LPSOHPHQWDWLRQ [IXO0O UHMXPRKODPWFWIHY HPEB®F
QDPHO\ DSSOLFDWLRQ RI WKH 6WDQGDUG ZLWK WKHGIRVN LRALOLW\ |
ILUVW WLPH DSSOLFDWLRQ E\ DGMXVWLQJ WKH RSHQLQJ EDODQFH R

7KH *URXS LOWHQGY WR DSSO\ WKH 6WDQGDUG VWDUWLQJ IURP -DQ>
DSSURDFK ZKLOH DGMXVWLQJ WKH DFFXPXODWHG ORVV DV RI -DQXELC

7KH *URXS LOQOWHQGY WR HOHFW WR DSSO\ WKH WUDQVLWLRQDO SUR"
DSSOLFDWLRQ LW ZLOO UHFRJQL]H D OHDVH O LXERWLOLA D B WVW KD SFUHH
GLVFRXQWHG DW WKH LQFUHPHQWDO LQWHURWWNVUPMW HWR IZWEEG OHNR.
LQ WKH VDPH DPRXQW DV WKH OLDELOLW\ D ULJKW RI XVH DVVHW L(
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SD\PHQWY PDGH LQ DGYDQFH RU WKDW ZHUH DFFUXHGRNQWRWKBM ZH
ILUVW WLPH DSSOLFDWLRQ $V D UHVXOW DSSOLFDWVRR@ERWKRH WKH 6WI
EDODQFH RI WKH UHWDLQHG HDUQLQJV GHILFLW DV RI WKH ILUVW V

,Q UHVSHFW Rl OHDVHV LQ ZKLFK WKH *URXS LV RMKWMKGIHN.\UNM DAQLE KV |
DSSOLFDWLRQ DV DQ RSHUDWLQJ OHDVH H[FHSW IRU RDWHWHZKHUH \
6WDQGDUG DV VWDWHG WKH *URXS LV UHTXLUHG WR UHFRJQL]H RQ
DVVHW DQG D OHDVH OLDELOLW)\ LQ UHVSHFW RIXN8 MR 0OWBWHMG HRUWZK
DVVHWY IRU D GHILQHG WLPH SHULRG 7KHVH FKDQJHARXDW VWDWHG
PLOOLRQ LQ WKH EDODQFH RI ULJKW RI XVH DVVHWV RQ WKH GDWH F

PLOOLRQ LQ WKH EDODQFH RI WKH OHDVH WLRELGEWRH@ LOIDW ON K H
GHSUHFLDWLRQ DQG DPRUWL]DWLRQ H[SHQVHV ZLOO EH UHFRJQL]HG
HYDOXDWHG WR UHFRUG LPSDLUPHQW RI WKH ULJKW RI XVH DVVHWV
DGGLWLRQ ILQDQFLQJ H[SHQVHV ZLOO EH UHFRJQL]JHG IRU OHDVH O
DSSOLFDWLRQ UHQW H[SHQVHVY UHODWHG WR DVVIQWWH®HRQVWE&HX QG+
3JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV  LWHP DQ@EPHEWH®BIUFK |
RSHUDWLRQV ZLOO EH FDSLWDOL]HG DV DVVHWYV @ @ & FFISHQLWHG DV
SHULRGYV

127( *x2x&$6+ $1' &$6+ (48,9$/(176

"HFHPEHU 'HFHPEHU

WKRXVDQGYV

'"HQRPLQDWHG LQ 1,6
&DVK
&DVK HTXLYDOHQWYV

'HQRPLQDWHG LQ RWKHU FXUUHQFLHYV
&DVK

(@]
O
(@]}
O
O
(@]}
O
(@]}

7KH *URXSTV H[SRVXUH WR LQWHUHVW UDWH ULVN IRUHLJQ FXUUHQI
DQG FDVK HTXLYDOHQWY LV LQFOXGHG LQ 1RWH JLQDQFLDO ,QVW!

127( x2x5(&(,9$%/(6

"HFHPEHU 'HFHPEHU

WKRXVDQGYV

*RYHUQPHQW DXWKRULWLHV
'"HIHUUHG LVVXDQFH H[SHQVHV

3UHSDLG H[SHQVHV 60666066 606660
2WKHU

JRU WKH *URXSYTV H[SRVXUH WR IRUHLJQ FXUUHQF\ DQG OLTXLGLW\ U
L, QVWUXPHQWYV
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"HFHPEHU 'HFHPEHU

WKRXVDQGYV

,QVWLWXWLRQV DQG HPSOR\HHV IRU VDODU\
$FFUXHG H[SHQVHYV 66606 686606

JRU WKH *URXSYV H[SRVXUH WR IRUHLJQ FXUUHQF\ DQG OLTXLGLW\ U
,QVWUXPHQWV

127( x2x&217,1*(17 /,$%,/,7,(6 $1' &200,70(176

$

%

/ILDELOLW\ IRU UR\DOW\ SD\PHQWYVY WR WKH ,VUDHO ,QQRYDWLRQ $XW

7KH *URXS KDV ILQDQFHG SDUW RI LWV UHVHDUFK DQG GHYHORSPHQ
IRU ,,$ JUDQWYV WKH *URXS ZLOO EH UHTXLUHG WR SD\ UR\DOWLHV R
VDOHV RI WKH SURGXFW GHYHORSHG XVLQJ ,,$ JUDQWV XS WR WKH
H[FKDQJH UDWH SOXV DQ DJUHHG UDWH RI LQWHUHVW 1R QHZ DSSO|

$v DW '"HFHPEHU WKH *URXSYV PD[LPXP OLDELOLW\X IRU UHSD\F
PLOOLRQ 7KH WUDQVIHU RXWVLGH RI ,VUDHO RI DOO RU SDUW RI 1
UR\DOWLHV RI XS WR RI WKH WRWDO OLDELOLW\ 7KH *URXS KDV

VWDWHPHQWY GR QRW LQFOXGH D OLDELOLW\ IRU UR\DOWLHV IRU WI
OLDELOLW\ KDYH QRW EHHQ IXOILOOHG VHH DOVR 1RWH - DERYH

5R\ADOWLHY DJUHHPHQW

7KH UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV RI WKH *URXS DUH I
WR XVH SDWHQW SURWHFWHG WHFKQRORJ\ DQG RU DSSOLFDWLRQV |
*URXS

7KH ULJKWV WR WKHVH SDWHQWY RULJLQDOO\ EHORQJHG WR <LVVXP
FRPSDQ\ Rl 7KH +HEUHZ 8QLYHUVLW\ Rl -HUXVDOHP KHUHLQDIWHUXx?2
DJUHHPHQW EHWZHHQ <LVVXP DQG WKH *URXS DQG WKH DPHQGPHQYV
$IJUHHPHQW’ <LVVXP JUDQWHG DQ H[FOXVLYH OLFHQVH WR WKH *UR
PDQXIDFWXUH DQG FRPPHUFLDOL]DWLRQ RI SURGXFWV WKDW DUH EC
WR SD\ UR\DOWLHV WR <LVVXP DW WKH IROORZLQJ UDWHYV

Rl VDOHV QHW RI GLVWULEXWLRQ FRVWYV

RI WKH WRWDO FRQVLGHUDWLRQ UHFHLYHG E\ WKH *URXS IURP
XVH WKH *URXSTV WHFKQRORJLHYV

7KH UDWH RI UR\DOWLHYV IURP VDOHV LQ FRXQWULHY ZKHUH D SDWH(
VHOOV LGHQWLFDO SURGXFWY ZLOO EH UHGXFHG E\

7KH *URXS GRHV QRW UHFRJQL]JH D OLDELOLW\ IRU UR\DOWLHV XQWL
DQG WKHUHIRUH WKH ILQDQFLDO VWDWHPHQWY GR QRW LQFOXGH D ¢

5HIDUGLQJ WKH SD\PHQW SHULRG RI WKH UR\DOWLHV LW ZDV GHWH
ZDV UHJLVWHUHG WKH SD\PHQW SHULRG RI WKH UR\DOWLHYV ZLOO FI
SDWHQW LQ WKDW FRXQWU\ % WKH H[SLU\ RI WKH H[FOXVLYLW\ SH
IRUD SURGXFW EDVHG RQ WKH SDWHQW RU & QLQH \HDUV IURP WK
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FRPPHUFLDO VDOH LQ WKDW FRXQWU\ )RU FRXQWULHV WEHKLFK QR
SD\PHQW SHULRG RI WKH UR\DOWLHY IRU VDOHV LQ D VSHFLILF FRXQ
GDWH RI WKH UHJXODWRU\ H[FOXVLYLW\ LQ WKDW FRXQWU\ RU E Q
LQ WKDW FRXQWU\

7KH OLFHQVH ZLOO UHPDLQ YDOLG IRU DOO FRXQWULHY DOVR DIWHU
D SDWHQW ZDV UHJLVWHUHG DQG IRU FRXQWULHV LQ ZKX&EKZDOSD W H (
KDYH DQ LUUHYRFDEOH XQOLPLWHG OLFHQVH WKDW RXMHWHIRSW IURF

7KH *URXS KDV XQGHUWDNHQ WR LQGHPQLI\ <LVVXP DQG 7KH +HEUHZ
RINLFHUV UHSUHVHQWDWLYHYVY DQG DQ\ SHUVRQ DFWLQJ RQ WKHLU E
OLDELOLW\ LQFOXGLQJ SURGXFW OLDELOLW\ GDWBHQUVHMVVHV HJ[S
KHUHLQDIWHUx2xWKH 3'DPDJHV" WKDW WKH\ PD\ LQFXU GXH WR WKF
DULVLQJ IURP WKH XVH GHYHORSPHQW SURGXFWLRQ PDUNHWLQJ '
XQOHVV WKH 'DPDJHVY DUH GXH WR JURVYV RU PDOLFLRXV QHJOLJHQFI
FOLQLFDO WULDOV VWDUWHG DQG SULRU WR WKH ILUVW FRPPHUFLD(
OLDELOLW\ LQVXUDQFH IRU SURGXFW OLDELOLW\ DQG WKH *URXSTV |
<LVVXP DV DQ DGGLWLRQDO LQVXUHG SDUW\ 7KH *URXS DOVR XQGH!I
FOLQLFDO WULDOV EHJLQ D OLDELOLW\ LQVXURXQFW BRGLIFQ IIRFRF RO G(
ZLWK FXVWRPDU\ FRPPHUFLDO SUDFWLFH 7KH *URR® QFAXLUHG LQV:

&OLQLFDO 7ULDO $JUHHPHQWY EHWZHHQ WKH *URXS DQG PHGLFDO F

,Q DFFRUGDQFH ZLWK FOLQLFDO WULDO DJUHHPHQWVUWKH *URXS KC
LQFOXGLQJ WKHLU SDUWLFLSDWLQJ PHGLFDO WHBPRX D LIMXWWM ® @AKF
PHGLFDO FHQWHUV DQG SDUWLFLSDWLQJ HPSOR\HRM ZLWK D OLDELC
SHU FDVH 7KHVH OLDELOLWLHV ZLOO FRQWLQRBONWRWEHDOQ HIIHFW D

5HVHDUFK DQG GHYHORSPHQW VHUYLFHVY DJUHHPHQW

3XUVXDQW WR D UHVHDUFK DQG GHYHORSPHQW VHUYLFK\WQGUHHPHC
GHYHORSPHQW ZDV SHUIRUPHG E\ WKH UHVHDUFK ODERUDWRU\ VWDI
HQG RI $V Rl WKH EHJLQQLQJ RI WKH *URXS FRQWLQXHV WR
WKURXJK HPSOR\HHV WKDW LW HPSOR\V GLUHFWO\

&DU UHQWDOV

7KH *URXS KDV DJUHHPHQWY WR OHDVH YHKLFOHV IRU X+ X PRQWK
*URXS KDV PDGH GHSRVLWYVY WR VHFXUH IXWXUH O KB VEHDORDRAFAHVRH QW
WKHVH GHSRVLWYV LV WKRXVDQG 7KH GHSRVLWYV DUH OLQNHG WR
QRW EHDU LQWHUHVW

$W WKH HQG RI WKH UHSRUWLQJ SHULRG WKH PLQLPXP UHQW WR EH SI

xWKRXVDQGYV

000000



K& KEd Ed”

$QFKLDQR 7KHUDSHXWLFV /WG

1RWHV WR WKH &RQVROLGDWHG )LOQDQFLDO 6WDWHPHC(

(0]
27( x2x&217,1*(17 /,$%,/,7,(6 $1' &200,70(176x &RQWLQXHG

— o=

2IlLFH UHQWDO

,Q 1IRYHPEHU WKH &RPSDQ\ VLIQHG D UHQWDO DJUHHPHQW ZLWK
-HUXVDOHP ,QGXVWULDO =RQHV $GPLQLVWUDWLRQ /W&DIPQ WKH (GP>
-HUXVDOHP IURP ODUFK WR 6HSWHPEHU ZKLFK ZDV H[WHQGH
DQQXDO UHQWDO IHHV ZLOO EH WKRXVDQG 8QGHU WKH DJUHHPHC(
WKURXJK %DQN /HXPL LQ IDYRU RI WKH SURSHUW\ RZQHU 7KH PLQLP
DIJUHHPHQWYV LV WKRXVDQG ,Q -DQXDU\ WKH *URXS VLIQHG D
ODERUDWRULHV IRU IXUWKHU LQIRUPDWLRQ VHH 1RWH $ 6XEVHTX

JURP -XO\ WKH VXEVLGLDU\ $QFKLDQR 7KHUDSHXWLFV ,QF OHD\V
IRU WKRXVDQG SHU DQQXP 7KH PLQLPXP IXWXUH UHQWDO SD\PHQ

WKRXVDQG ,Q PD\ WKH VXEVLGLDU\ VLIQHG DQ DJUHHPHQW W
I1RWH $ 6XEVHTXHQW (YHQWYV

* &RPPLWPHQW WR SD\ UR\DOWLHV WR WKH -HUXVDOHP '"HYHORSPHQW

,Q WKH &RPSDQ\ UHFHLYHG D JUDQW RIx WKRXVDQG IURP WKH
UHWXUQ IRU WKH JUDQW WKH &RPSDQ\ LV UHTXLUHG WR SD\ UR\DOW
OLQNHG JUDQW LV IXO0O\ UHSDLG 7KH ILQDQFLDO VWDWHPHQWY GR |
VLIQLILFDQW XQFHUWDLQW\ UHJDUGLQJ WKH UHSD\PHQW RI WKH JUL

+ 3URGXFWLRQ DJUHHPHQWY DQG GHYHORSPHQW RI SURGXFWLRQ SURI

,Q 2FWREHU WKH *URXS VLIQHG D QHZ ELQGLQJ RUGHU ZLWK WK
%RHKULQJHU ,QJHOKHLP 3%," IRU SURGXFWLRQ RI ,QRGLIWDJHQH 9
$FFRUGLQJ WR WKH WHUPV RI WKH RUGHU LI WKH *URXS ZRXOG KDY/
HOWLWOHG WR FKDUJH WKH *URXS FDQFHOODWLRQ IHHY WWHUDWHYV )
FDQFHOODWLRQ GDWH DQG WKH SODQQHG GDWH IRU SHUIRUPLQJ RI

, $IJUHHPHQW ZLWK DQ LQYHVWPHQW EDQNHU

7KH &RPSDQ\ KDV DQ DJUHHPHQW ZLWK WKH 8 6 LQYHVWPHQW EDQN
DFFRUGLQJ WR ZKLFK LW ZLOO SURYLGH LQYHVWPHQW EDQNLQJ VHU
FRQVLGHUDWLRQ RI SULYDWH SODFHPHQWY D IHH RI RQO\ RI FRC
I[URP WKH &RPSDQ\TV FRQWUROOLQJ VKDUHKROGHU 7KH DJJUHJDWH
FDVH OHVV WKDQ PLOOLRQ ZKLFK zZDV SDLG GXULQJ

127( x2x(48,7<
1RWH $00 DPRXQWV RI VKDUHV XQGHUO\LQJ VKDUHVVW R BHP I$Q WWH
UHIOHFW D UHYHUVH VKDUH VSOLW IURP -XQH GHWDLOHG LQ 1RW

$ 6KDUH FDSLWDO
1XPEHU RI RUGLQDU\ VKDUHYV

,Q WKRXVDQGV RI VKDUHYV

,VVXHG DQG SDLG XS VKDUH FDSLWDO DV RI -DQXDU\
,VVXHG GXULQJ WKH \HDU 606 606
,VVXHG DQG SDLG XS VKDUH FDSLWDO DV RI 'HFHPEHU
$XWKRUL]JHG FDSLWDO
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% ,VVXDQFHV
6XPPDU\ RI LVVXDQFHV SHUIRUPHG EHWZHHQ DQG IRU WKH SX
SDUWLFLSDWLRQ
RI WKH
FRQWUROQVYQIDQFH
&RQVLGHUDWKDRIGKROBISIHQVHYV
JURVV LQ 86'86" 86"
'DWH &ODVV 6KDUHV WKRXVDQGWKRXVDQWXKRXVDQGV
$SULO 3XEOLF RIIHULQJ RI VKDUHYV 2
2FWREHU BULYDWH SODFHPHQW 2
-XQH 5LIJKWV LVVXH
21 WKLV DPRXQW WKRXVDQG ZDV QRW SDLG LQ FDVK DV RI '"HFHPEHU
2] WKLV DPRXQW WKRXVDQG ZzDV QRW SDLG LQ FDVK DV RI '"HFHPEHU
,Q $sSULO WKH &RPSDQ\ LVVXHG VKDUHV WR WKH SXEOLF LQ ,VUDHO SXUVXDQW \
LVVXHG RUGLQDU\ VKDUHV DW D SULFH SHU VKDUH RIx DQG IRU D JURVYV
,Q 2FWREHU WKH &RPSDQ\ FRPSOHWHG D SULYDWH SODFHPHQW WR WZR LQYHVW
&RPSDQ\YV RUGLQDU\ VKDUHV WR 3DOLVDGH OHGLFDO (TXLW\ , /3 R1I WKH &RPSI
DOORWPHQW DQG RQ D IXOO\ GLOXWHG EDVLV LQ FRQVLGHUDWLRQ IRU DQ LQ
3DWDWD %HURD //& RI WKH &RPSDQ\fV HTXLW\ DQG YRWLQJ ULJKWV DQG RC
LQYHVWPHQW RIx PLOOLRQ MRLQWO\ EHORZ WKHRX3JWMOGWHR30DFHKHQWKD UHWHD:
WR WKH LQYHVWRUV LQ WKH 3ULYDWH 30O0DFHPHQW FRQVWLWXWH RlI WKH &RPSD
ULIJKWV VXEVHTXHQW WR WKH 3ULYDWH 30DFHPHQW DQG RQ D IXOO\ GLOXWHG
,Q -XQH WKH &RPSDQ\ UDLVHG D JURVV DPRXQW RIx WKRXVDQG RI ZKLFK

LVVXH WR VKDUHKROGHUV DFFRUGLQJ WR D VKHOI RIITHULQJ UHSRUW DQG LQ DFFRU
,VUDHO 6HFXULWLHV $XWKRULW\ DV RI 2FWREHU 7KH ULJKWV KROGHUV SXUFK
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x2x6+$5( %$6( 3$<0(17

KH WDEOH EHORZ VXPPDUL]JHV WKH WHUPV RI WKH JUDQWY DQG WK
RW \HW H[HUFLVHG IRUIHLWHG RU H[SLUHG E\ '"HFHPEHU

1R RI ([HUFLVH &RQWUDFWXDO
1XPEHU RXQGHUO\LQBULFH $FWXDO OLIH RI

*UDQW 'DWH RSWLRQWKDUHV SHU VKDUMHVWLQJ GIRBMWLRQV

xtx \HDUV\HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
\HDUV \HDUV
O660O6x OO« \HDUV \HDUV

7TRWDO DV RI '"HFHPEHU

6RPH RU DOO Rl WKH RSWLRQV ZHUH JUDQWHG WR UHODWHG SDUWLHV DQG RU NH\ F
RSWLRQV LQ DQG RSWLRQV LQ 6HH DOVR 1RWH $

$IWHU KLVWRULFDO DGMXVWPHQWY LQ WKH &RPSD@RPYL FDWHWDHIHS B LW B USLWDL\FBIN YKL
SUHVHQWHG LQ GROODUV XVLQJ WKH %DQN RI ,VUDHO H[FKDQJH UDWH LQ HIIHFW RC

7KH RSWLRQV YHVW LQ HTXDO TXDUWHUO\ WUDQFKHV

7KH RSWLRQV YHVWHG LQ HTXDO TXDUWHUO\ WUDQFKHYV

7KH RSWLRQV YHVW LQ IRXU HTXDO DQQXDO WUDQFKHV RQH \HDU DIWHU FRPPHQFH
RI WKH RSWLRQV YHVW DIWHU RQH \HDU DQG WKH UHPDLQGHU LQ HTXDO TXDU\

7KH RSWLRQV YHVW LQ HLJKW HTXDO TXDUWHUO\ WUDQFKHV
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0]
% 7KH WDEOH EHORZ SUHVHQWYV WKH PRYHPHQW LQ RSWLRQV DQG WKF

"HLJKWHG "HLJKWHG
DYHUDJH DYHUDJH
8QGHUO\HQHUFLVH SQGAMO\HQHUFLVH SULFH
VKDUHV SHU VKDUWKDUHYV SHU VKDUH

2XWVWDQGLQJ DW WKH EHJLQQLQJ RI WKH \HDU
*UDQWHG GXULQJ WKH \HDU

YRUIHLWHG GXULQJ WKH \HDU

(ISLUHG GXULQJ WKH \HDU

7TRWDO VKDUHYV DULVLQJ IURP RSWLRQV RXWVWDQGLQJ DW WKH
HQG RI WKH \HDU

1RWH 7KH ZHLJKWHG DYHUDJH FRQWUDFWXDO OLIH RI WKH RSWLRQ\

DV DW '"HFHPEHU \HDUV
,QFOXGLQJ RSWLRQV WR SXUFKDVH VKDUHV ZKRVH JUDQW ZDV DSSURYHG E\ WK
& 7KH WDEOH EHORZ SUHVHQWYV LQIRUPDWLRQ DERXW RHKHQ@&E'RUDJH H
WKH \HDU
'"HFHPEHU '"HFHPEHU
$YHUDJH $YHUDJH
1XPEHU RI (I[HUFLVH 1XPEHU RI (IHUFLVH
XQGHUO\LQJ SULFH XQGHUO\LQJ SULFH
VKDUHV SHU VKDUH VKDUHV SHU VKDUH

7KH IDLU YDOXH RI WKH VHUYLFHVY UHFHLYHG LQ FRQVLGHUDWLRQ R
JUDQWHG RSWLRQV XVLQJ WKH %ODFN 6FKROHVY RSWLRQ SULFLQJ PI

*UDQWHG LQ*UDQWHG LQ

)DLU YDOXH DW WKH JUDQW GDWH PLOOLRQ PLOOLRQ
7KH IROORZLQJ SDUDPHWHUV ZHUH XVHG LQ WKH PRGHO

6KDUH SULFH DW WKH JUDQW GDWH X £ X

(I[HUFLVH SULFH X + X

([SHFWHG YRODWLOLW\ X + X

(ISHFWHG OLIH Rl WKH RSWLRQ X + X \HDUW DUV
5LVN IUHH LQWHUHVW UDWH X + X

N
N

5DWH RI H[SHFWHG GLYLGHQGYV

1,6 GHQRPLQDWHG DPRXQWYV KDYH EHHQ SUHVHQWHG LQ GROODUV XVLQJ WKH %DQN

7KH DQWLFLSDWHG YRODWLOLW\ LV EDVHG RQ WKH KLVWRULFDO YRODWLOLW\ RI WK

)
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O

JRU RSWLRQV JUDQWHG WR WKH &(2 WKH H[SHFWHG OLIH LV VXEMHFW WR FHUWDLQ
SHULRG LQ DFFRUGDQFH ZLWK WKH SUREDELOLW\ RI WKHLU RFFXUUHQFH

7KH ULVN I[IUHH LQWHUHVW UDWH LV EDVHG RQ WKH \LHOG WR PDWXULW\ RI ,VUDHOL
8 6 7UHDVXU\ 6HFXULWLHV IRU RSWLRQV ZLWK D 86' HIHUFLVH SULFH KDYLQJ D GXLU
RSWLRQV

( 6DODU\ H[SHQVHV IRU VKDUH EDVHG SD\PHQW DPRXQWHG WR DSSUR
IRU VHH DOVR 1RWHV DQG 5HJDUGLQJ RSWLRQV JUDQWHG V
7UDQVDFWLRQV DQG %DODQFHV ZLWK 5HODWHG 3DUWLHYV

127( x2x),1$1&,$/ ,167580(176

7KH *URXS KDV H[SRVXUH WR WKH IROORZLQJ ULVNV IURP LWV XVH RI Il

ULVNV

$ )JUDPHZRUN IRU ULVN PDQDJHPHQW

7KH %RDUG RI 'LUHFWRUV KDV RYHUDOO UHVSRQVLELOLW\ IRU WKH F
PDQDJHPHQW IUDPHZRUN

7KH *URXSTV ULVN PDQDJHPHQW SROLF\ ZDV IRUPXODWHG WR LGHQW
WR VHW DSSURSULDWH OLPLWYV IRU WKH ULVNVY DQG FRQWUROV DQG
OLPLWY 7KH ULVN SROLF\ DQG ULVN PDQDJHPHQW PHWKNRKW DUH UH
FRQGLWLRQV DQG LQ WKH *URXSTV RSHUDWLRQV 7KH *URXS DFWV W
ZKLFK DOO HPSOR\HHVY XQGHUVWDQG WKHLU UROHYVY DQG FRPPLWPHQ

% &UHGLW ULVN

&UHGLW ULVN LV WKH ULVN RI ILQDQFLDO ORVV WR WKH *URXS LI D C
WR PHHW LWV FRQWUDFWXDO REOLJDWLRQV DQG DULVHV PDLQO\ IU

7KH *URXS UHVWULFWVY H[SRVXUH WR FUHGLW ULVN E\ LQYHVWLQJ R¢(
([SRVXUH WR FUHGLW ULVN

7KH FDUU\LQJ DPRXQW RI ILQDQFLDO DVVHWYV UHSUHVHQWY WKH PD]
FUHGLW ULVN DW WKH UHSRUWLQJ GDWH ZDV DV IROORZV

"HFHPEHU

&DUU\LQJ DPRXQW

WKRXVDQWKRXVDQGV
&DVK DQG FDVK HTXLYDOHQWV 666 666
5SHFHLYDEOHV

& /LTXLGLW\ ULVN

/ILTXLGLW\ ULVN LV WKH ULVN WKDW WKH *URXS ZIKHO (DFROW EHEK H EDKH
*URXSYVY DSSURDFK WR PDQDJLQJ OLTXLGLW\ LV WR HQVXUH DV IDU
OLTXLGLW\ WR PHHW LWV OLDELOLWLHV ZKHQ GXH XQGHU ERWK QR
XQDFFHSWDEOH ORVVHYV RU ULVNLQJ GDPDJH WR WKH *URXSTV UHSX'
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7KLY GRHVY QRW WDNH LQWR DFFRXQW WKH SRWHQWR@IEBALNHBRAW RI H|
SUHGLFWHG

6HH DOVR 1RWH % UHJDUGLQJ JRLQJ FRQFHUQ

7KH IROORZLQJ DUH WKH FDUU\LQJ DPRXQWYV RI FR@GWQD HVWDLE PWMGC
LOWHUHVW SD\PHQWYV

"HFHPEHU

&DUU\LQJ DPRXQW
WKRXVDQWYRXVDQGV

JLODQFLDO OLDELOLWLHYV

7UDGH SD\DEOHV

2WKHU SD\DEOHYV 66066 0606606
7RWDO

7KH DPRXQWYV RI FRQWUDFWXDO FDVK IORZV DQG OLDELOLWLHYV PDW
VKHHW GDWH DUH LGHQWLFDO WR WKH FDUU\LQJ DPRXQWYV

ODUNHW ULVN

ODUNHW ULVN LV WKH ULVN WKDW FKDQJHV LQ PDUNHW SULFHV VXFI
LOWHUHVW UDWHY DQG WKH SULFHV RI HTXLW\ LQVWBXKRWQYWY ZLOO
KROGLQJV LQ ILQDQFLDO LQVWUXPHQWY 7KH REMHFWLYH RI PDUNHYV
ULVN H[SRVXUHV ZLWKLQ DFFHSWDEOH SDUDPHWHUV ZKLOH RSWLPL

&XUUHQF\ ULVN

7KH *URXS LV H[SRVHG WR FXUUHQF\ ULVN PDLQO\ IRU FDVK DQG SXL
GHQRPLQDWHG LQ DQG (85 7KHUHIRUH WKH &RPSDQ\ LV H[SRVHG V
FXUUHQFLHYV DJDLQVW WKH 1,6 DQG WDNHV VWHSVY WR UHGXFH WKH |
DFFRUGDQFH ZLWK LWV IXWXUH QHHGYV

&3, DQG IRUHLJQ FXUUHQF\ ULVNYV
7KH WDEOH EHORZ SUHVHQWY WKH *URXSYV H[SRVXUH WR &3, DQG

"HFHPEHU
1.6 Q RWKHU
1,6 &3, ILQNHRXUUHQFRWDO

WKRXVDQGV

$VVHWYV
&DVK DQG FDVK HTXLYDOHQWV 6606
SHFHLYDEOHV 2 2

O
O

/[LDELOLWLHYV
7UDGH SD\DEOHYV 2

2WKHU SD\DEOHYV 2
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"HFHPEHU

1,6 ,Q RWKHU
1,6 &3, ILQNHRXUUHQFRWDO

WKRXVDQGV

$VVHWV
&DVK DQG FDVK HTXLYDOHQWYV 660 2
S5HFHLYDEOHYV 2 6606 2

/[LDELOLWLHYV
7UDGH SD\DEOHYV 2
2WKHU SD\DEOHV 2

6HQVLWLYLW\ DQDO\VLYV

$ FKDQJH DV RI '"HFHPEHU LQ WKH H[FKDQJH UDWHV RI WKH DQG R
EHORZ RU D FKDQJH LQ WKH ,VUDHOL &3, ZRXOG KDYH LQFUHDVHG
DPRXQWY SUHVHQWHG EHORZ 7KH DQDO\VLVY EHORZ LV EDVHG RQ IR/
WKDW WKH *URXS FRQVLGHUHG WR EH UHDVRQDEO\ SRVVLEOH DW Wk
WKDW DOO RWKHU YDULDEOHY LQ SDUWLFXODU LQWHUHVW UDWHYV

'"HFHPEHU '"HFHPEHU
,QFUHDVHHFUHDVH, QFUHDVHHFUHDVH

(TXLW\ DQTXLW\ DBGXLW\ DQGXLW\ DQG
SURILW RESURRVW REURRVW RBURVW RU ORVYV

&KDQJH RI LQ WKH &3,
&KDQJH RI LQ WKH 1,6 HIFKDQJH UDWH
&KDQJH RI LQ WKH (85 1,6 H[FKDQJH UDWH

,QWHUHVW UDWH ULVN

7\SH R LQWHUHVW IRU WKH *URXSTV LOQOWHUHVW EHDULQJ ILQDQFLDO Lt

"HFHPEHU

WKRXVDQWKRXVDQGV

JL[HG LQWHUHVW LQVWUXPHQWYV
JLQDQFLDO DVVHWV O606660BOHOD

)DLU YDOXH

7KH FDUU\LQJ DPRXQWYV RI ILQDQFLDO DVVHWY DQGKHIWDELOLWLHYV L
UHFHLYDEOHV RWKHU VKRUW WHUP LQYHVWPHQWY WUDGH SD\DEOH
WKHLU IDLU YDOXH
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<HDU HQGHG 'HFHPEHU

WK
&OLQLFDO WULDO PDWHULDOV 00
'"HYHORSPHQW RI SURGXFWLRQ SURFHVVHV 6060
6DODULHV ZDJHV DQG LQFLGHQWDOV
&OLQLFDO WULDO PDQDJHPHQW
6XE FRQWUDFWRUV
6KDUH EDVHG SD\PHQW
3DWHQWYV
5HVHDUFK PDWHULDOV DX[LOLDU\ PDWHULDOV DQG FRQVXPHU JRRG'
'"HSUHFLDWLRQ
2WKHU

XVDQWKRXVDQGV

O o

127( x2x*(1(5%/ $1' $'0,1,675%$7,9( (;3(16(6
<HDU HQGHG 'HFHPEHU

WKRXVDQWNRXVDQGV
6DODULHYVY ZDJHV DQG LQFLGHQWDOV 66 686606
6KDUH EDVHG SD\PHQW
5HPXQHUDWLRQ RI GLUHFWRUYV
B3URIHVVLRQDOV DQG FRQVXOWDQWYV
5HQW PDLQWHQDQFH DQG LQVXUDQFH
,QYHVWRU UHODWLRQV DQG EXVLQHVV GHYHORSPHQW
7UDYHO
YHHV
OLVFHOODQHRXV

127( x2x),1$1&,1* (;3(16(6 ,1&20( 1(7
<HDU HQGHG 'HFHPEHU

WKRXVDQWKRXVDQGV

JLQDQFLQJ LQFRPH

,QWHUHVW LQFRPH IURP GHSRVLWYV

1HW JDLQ IURP FKDQJH LQ H[FKDQJH UDWHVOOOOOD®OHHOD
JLQDQFLQJ LQFRPH UHFRJQL]HG LQ VWDWHPHQW Rl RSHUDWLRQV
JLQDQFLQJ H[SHQVHV

1HW ORVV IURP FKDQJH LQ H[FKDQJH UDWHYV

,QWHUHVW H[SHQVHV EDQN IHHVY DQG RWKHU

JLOQDQFLQJ H[SHQVHV UHFRJQL]HG LQ VWDWHPHQW RI RSHUDWLRQV
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$ ,QIRUPDWLRQ DERXW WKH WD[ HQYLURQPHQW RI WKH *URXS

$QFKLDQR 7KHUDSHXWLFV /WG LV WD[HG DFFRUGLQJ WR ,VUDHOL
$QFKLDQR 7KHUDSHXWLFV ,VUDHO /WG LV WD[HG DFFRUGLQJ WR ,
$QFKLDQR 7KHUDSHXWLFV ,QF LV WD[HG DFFRUGLQJ WR 8 6 WD]
5DWH RI FRUSRUDWH WD]|

$ HORZ DUH WKH WD[ UDWHY UHOHYDQW WR ,VUDHOL FRPSDQLH

X 2 X

X 2 X
2Q -DQXDU\ WKH .QHVVHW SOHQXP SDVVHG WKH /DZ IRU W
2UGLQDQFH $PHQGPHQW x 2 x E\ ZKLFK LQWHU DOLD WKF
UHGXFHG E\ WR D UDWH RI DV IURP -DQXDU\
,Q DGGLWLRQ RQ 'HFHPEHU WKH .QHVVHW SOHQXP SDVV

/HILVODWLYH $PHQGPHQWYV IRU $FKLHYLQJ %XGJHW 2EMHFWLY

VWLSXODWHYV DPRQJ RWKHU WKLQJV D UHGXFWLRQ LQ WKH FR

7KH ILUVW VWHS ZLOO EH WR D UDWH RI DV IURP -DQXDU\
DV IURP -DQXDU\

% 7TKH DQQXDO WD[ UDWH IRU DSSOLFDEOH WR WKH WKH &RPS
'"HFHPEHU WKH 8 6 7D[ 5HIRUP $FW ZDV VLIJQHG LQWR OC
FKDQJHVY 8 6 WD[ ODZ LQWHU DOLD E\ ORZHULQJ WKH 8 6 IHG
PD[LPXP RI WR D IODW UDWH HIIHFWLYH -DQXDU\ 7k
IHGHUDO DQG VWDWH WD[ UDWH DSSOLFDEOH IRU WKH &RPSDQ'

7KH 8 6 VXEVLGLDU\ SURYLGHV WKH *URXS ZLWK JHQHUDO DQG
WKHVH VHUYLFHVY WKH VXEVLGLDU\ LV FRPSHQVDWHG RQ D FR\
DFFRUGLQJO\

%HQHILWY XQGHU WKH /DZ IRU WKH (QFRXUDJHPHQW RI &DSLWDO

$QFKLDQR 7KHUDSHXWLFV ,VUDHO /WG KDV HOHFWHG DV WKH
(QFRXUDJHPHQW RI &DSLWDO ,QYHVWPHQWV 7KH LQFRPH JHQ
H[HPSW IURP WD[ RYHU D SHULRG Rl \HDUV 7KH EHQHILWV DUH
RI WKH (QFRXUDJHPHQW /DZ LQFOXGLQJ DSSURYDO WR EHLQJ FRC
&RPSDQ\ LV WDNLQJ VWHSYV WR REWDLQ VXFK DSSURYDO

% 7D[ DVVHVVPHQWYV LQ ,VUDHO DQG WKH 8QLWHG 6WDWHYV
7KH &RPSDQ\ DQG $QFKLDQR 7KHUDSHXWLFV ,VUDHO /WG KDYH ILQD

wD[ \HDU DV ZHOO DV GHGXFWLRQV DVVHVVPHQWY WKDW DUH FR

$QFKLDQR 7KHUDSHXWLFV ,QF FRPPHQFHG RSHUDWLRQV LQ DQG
WKDW \HDU RQO\

& &DUU\NRUZDUG WD[ ORVVHV

7KH &RPSDQ\ KDV FDUU\IRUZDUG WD[ ORVVHV RIx PLOOLRQ DQ
PLOOLRQ IURP WKH OLTXLGDWLRQ RI %LR&DQ&HOO 7KHUDSHX"
PLOOLRQ DQG FDUU\VNIRUZDUG FDSLWDO ORVVHYV RIx PLOOLRC(
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$QFKLDQR 7KHUDSHXWLFV ,VUDHO /WG KDV FDUU\IRUZDUG ORVVH
FDUU\VIRUZDUG FDSLWDO ORVVHYV RIx PLOOLRQ DW WKH HQG R
FDUU\V\IRUZDUG FDSLWDO ORVVHYV RIx PLOOLRQ

%LR&DQ&HOO 7TKHUDSHXWLFV ,QF ZDV GLVVROYHG DW WKH HQG R
WKDW LWV DFFXPXODWHG ORVVHV ZLOO QRW EH XWLOL]JHG LQ WKt

8QUHFRJQL]JHG GHIHUUHG WD[ DVVHWYV

7KH *URXS FRPSDQLHVY GR QRW FUHDWH GHIHUUHG WD[HV IRU WHPSR
UHTXLUH UHFRJQLWLRQ RI GHIHUUHG WD[ DVVHWYV DV WKH\ GR QRW
$FFRUGLQJ WR ,VUDHOL WD[ ODZV WKHUH LV QR WLPH OLPLWDWLRQ
8QUHFRJQL]JHG GHIHUUHG WD[ DVVHWYV

'"HFHPEHU

WKRXVDQGV

/IRVVHV IRU WD[ SXUSRVHYV
'"HGXFWLEOH WHPSRUDU\ GLIITHUHQFHV
&DSLWDO ORVV IRU WD[ SXUSRVHYV

5HFRQFLOLDWLRQ EHWZHHQ WKH WKHRUHWLFDO WD[ RQ SUH WD[ OR"
<HDU HQGHG 'HFHPEHU

WKRXVDQGV

/IRVV EHIRUH LQFRPH WD] 606 606

3ULQFLSDO VWDWXWRU\ WD[ UDWH RI WKH &RPSDQ\

7D[ FDOFXODWHG DW WKH &RPSDQ\YV SULQFLSDO WD[ UDWH

$GGLWLRQ VDYLQJ LQ WD[ OLDELOLW\ IRU

8QUHFRJQL]HG H[SHQVHYV

"LIlTHUHQW WD[ UDWH LQ VXEVLGLDULHV RSHUDWLQJ RXWVLGH RI ,VU

&KDQJH LQ WHPSRUDU\ GLIIHUHQFHV IRU ZKLFK GHIHUUHG WD[HV ZH!
UHFRJQL]HG

IRVVHV DQG EHQHILWV IRU WD[ SXUSRVHV IRU WKH \HDU IRU ZKLFK (
ZHUH QRW UHFRUGHG

7D[HV RQ LQFRPH IURP FRQWLQXLQJ RSHUDWLRQV

127( x2x/266 3(5 6+$5(

$

%DVLF ORVV SHU VKDUH

7KH FDOFXODWLRQ RI WKH EDVLF ORVV SHU VKDUH DV RI '"HFHPEHU
DWWULEXWDEOH WR KROGHUV RI RUGLQDU\ VKDUHV LQ WKH DPRXQW
WKH ZHLIJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHVY RXWVWDQGLC
VKDUHVY FDOFXODWHG DV IROORZYV
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‘HLIKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV
<HDU HQGHG '"HFHPEHU

,Q WKRXVDQGV RI VKDUHYV

%DODQFH DV DW -DQXDU\ 060

(IITHFW Rl VKDUHV LVVXHG GXULQJ WKH \HDUOOOO

‘HLJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV XVHG WR FDOFXOD
VKDUH

'LOXWHG ORVV SHU VKDUH

7KH &RPSDQ\ GLG QRW SUHVHQW GDWD IRU WKH GLOXWHG ORVV SHU
VHFEXULWLHYV 6HH 1RWH IRU LQIRUPDWLRQ DERXW RSWLRQV IRU WK
GLOXWLYH HIIHFW LQ WKH IXWXUH

$W WKH HQG RI RSWLRQV H[HUFLVDEOH LQWR VKDUHV LQ
VKDUHY QRW \HW DOORWWHG 6HH 1RWH % LQ RSWLRQV H[HUF
WKH FDOFXODWLRQ RI WKH ZHLJKWHG DYHUDJH QXPEHU RI RUGLQDU

127( x2x75$16$&7,216 $1' %$/$1&(6 :,7+ 5(/$7(' 3$57,(6

$

%

%HQHILWYV IRU NH\ PDQDJHUV LQFOXGLQJ GLUHFWRUYV

6HQLRU PDQDJHUV LQ WKH *URXS DUH HOLJLEOH LQ DGGLWLRQ WR V
D FRPSDQ\ FDU 7KH *URXS DOVR FRQWULEXWHV WR WKHLU SRVW HP

7KH VHQLRU PDQDJHUV DOVR SDUWLFLSDWH LQ WKH &RPSDQ\TV VKDL
3D\PHQW

%HQHILWYV IRU NH\ PDQDJHUV LQFOXGLQJ GLUHFWRUYV
<HDU HQGHG 'HFHPEHU

1XPEHU RI 1XPEHU RI
SHRSOH([RHQGLWXBHHRQOH ([®HQGLWXUH LQ
WKH \HDU WKRXVDQ®¥XH \HDU WKRXVDQGV

6KRUW WHUP HPSOR\HH EHQHILWY LQFOXGLQJ
VDODULHYV

3RVW HPSOR\PHQW EHQHILWYV
6KDUH EDVHG SD\PHQWYV
6DODUN DQG LQVXUDQFH IRU GLUHFWRUYV

00000 00000
& (2 &RPSHQVDWLRQ
,Q 6HSWHPEHU RSWLRQV WR SXUFKDVH VKDUHVY ZHUH DOOR
HPSOR\PHQW DJUHHPHQW DW DQ H[HUFLVH SULFH RIx SHU VKDU

WKH DSSURYDO GDWH RI WKH %RDUG RI 'LUHFWRUV RQ WKLY PDWWH
I[IURP WKH EHJLQQLQJ RI KLV HPSOR\PHQW LQ 0D\ DW D WRWDO FI

)
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WKHVH RSWLRQV WR SXUFKDVH VKDUHV ZHUH DOORWWHG LQ D
PHHWLQJ RI WKH &RPSDQ\YV VKDUHKROGHUV RI 1RYHPEHU ZKL
VKDUHY ZHUH DOORWWHG LQ DFFRUGDQFH ZLWK WKH DSSURYDC

,Q DGGLWLRQ IROORZLQJ WKH UHFRPPHQGDWLRQ RI WKH &RPSDQ\fV
WKH %RDUG RI 'LUHFWRUV WKH JHQHUDO PHHWLQJ DSSURYHG WKH |
IXWXUH 7KH &RPSDQ\ ZLOO DOORW WKH DGGLWLRQDO QXPEHU RI QR
&(21V KROGLQJ WR RI WKH &RPSDQ\TV IXOO\ GLOXWHG VKDUH FDSL
RSWLRQV DIWHU FRPSOHWLRQ RI DQ\ FDSLWDO UDLVLQJ XS WR DQG
RI WKH &RPSDQ\ LQ WKH 8QLWHG 6WDWHY RU E WZR \HDUV IURP Wk
DOORWPHQWY YHVW LQ IRXU DQQXDO WUDQFKHV IURP WKH GDWH RI
H[HUFLVH SULFH LV WKH IDLU YDOXH RI WKH &RPSDQ\TV VKDUHV DW '
'LUHFWRUV EXW QR OHVV WKDQ JROORZLQJ FRPSOHWLRQ RI D S
ZDLYHG KLV HOWLWOHPHQW WR IXWXUH JUDQWY LQ DFFRUGDQFH ZL\

'LUHFWRUV DQG RIILFHUV "2 LQVXUDQFH SROLFLHV

,Q $XIXVW WKH *URXS SXUFKDVHG D ' 2 LQVXUDQFH SROLF\ ZLWI
FODLP RU LQ DJJUHJDWH IRU HDFK LQVXUDQFH SHULRG 7KH SROLF\
UHQHZHG RQ VLPLODU WHUPV 7KH DQQXDO LQVXUDQFH SUHPLXPV RI
SD\ D GHGXFWLEOH ZKLOH WKH &RPSDQ\ ZLOO FRYHU GHGXFWLEOH |
IRU WKH 8QLWHG 6WDWHYV DQG &DQDGD ZKHUH WKH GHGXFWLEOH LV
8 6 VHFXULWLHYV ODZ

127( x2x68%6(48(17 (9(176

$

%

,Q -DQXDU\ WKH &RPSDQ\ VLJQHG DQ DJUHHPHQW WR UHQW D OD
+RW]YLP LQGXVWULDO JRQH 7KH WHUP RI WKH DJUHHPHQW LV ILYH \
DJUHHPHQW E\ DQRWKHU ILYH \HDUV 7KH PRQWKO\ UHQWDO IHHV L(
WR WKH &3, 3XUVXDQW WR WKH DJUHHPHQW EDQN JXDUDQWHHV ZHI
DPRXQW RIx

,Q DGGLWLRQ LQ 0D\ $QFKLDQR 7KHUDSHXWLFV ,QF VLJQHG DQ
&DPEULGJH ODVVDFKXVHWWYV IRU D SHULRG RI WKUHH DQG D KDOI \

'XULQJ )HEUXDU\ ODUFK DQG $SULO WKH &RPSDQ\ UHFHLYHG WK
&%, WKHQ WKH &RPSDQ\fV FRQWUROOLQJ VKDUHKROGHU 7KH ORDQ"
ORQWK 7UHDVXU\ %LOOV

,Q DGGLWLRQ LQ 0D\ WKH &RPSDQ\ UHFHLYHG D EDQN ORDQ RI C
WKH UDWH RI $00 WKH ORDQV ZHUH UHSDLG XSRQ WKH FRPSOHW
1RWH ( EHORZ

,Q ODUFK WKH &RPSDQ\TV %RDUG RI 'LUHFWRUVY DSSURYHG WKH
LQWR RUGLQDU\ VKDUHV RI WKH &RPSDQ\ LQ DJJUHIJDWH IROOF
1RWH '"EHORZ WR RIILFHUV RI WKH &RPSDQ\ YDOXHG DW

,Q -XQH WKH &RPSDQ\ FRPSOHWHG D UHYHUVH VKDUH VSOLW
LQFUHDVHG WKH DXWKRUL]JHG FDSLWDO WR PLOOLRQ VKDUHV

,Q -XQH WKH &RPSDQ\ FRPSOHWHG D IXQGUDLVLQJ RIx PLOO

DQG ,vVUDHO DV ZHOO DV H[LVWLQJ VKDUHKROGHUV OHG E\ 6KDYLW

)
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IRU WKH LQYHVWPHQW WKH &RPSDQ\ LVVXHG RUGLQDU\ VKDU
&RPSDQ\YV LVVXHG DQG SDLG XS VKDUH FDSLWDO DIWHU FRPSOHWLF
DV ZHOO DV ZDUUDQWYV WR DFTXLUH DGGLWLRQDO VKDUHV HTX

SULFH SHU VKDUH RI1 1,6 DERXW 7TKH ZzDUUDQWY ZLOO EH H
GDWH RI WKH WUDQVDFWLRQ XS WR IRXU \HDUV IURP WKH FORVLQJ C
TXDOLILHG ,32 DV GHILQHG EHORZ E\ '"HFHPEHU WKH ZDUUDQ

IURP WKH FORVLQJ GDWH RI WKH WUDQVDFWLRQ 7KH ZDIUHU®QWYV PD\
, 32" PHDQV DQ LQLWLDO SXEOLF RIITHULQJ RI WKH &RPSDQ\YV VKDUH
VKDUHV VXFK DV $'5V RQ WKH VWRFN H[FKDQJH LQ DFFRUGDQFH ZL
FRQVLGHUDWLRQ WR WKH &RPSDQ\ RI DW OHDVW PLOOLRQ

,Q DGGLWLRQ LQYHVWRUV ZHUH JUDQWHG SULFH SURWHFWLRQ LQ W
ZKHUHLQ WKH SULFH GRHVY QRW LQFUHDVH E\ DW OHDVW DSSURJ[LPDYV
WKH IXQGUDLVLQJ RU WKH DGMXVWHG SULFH SHU VKDUH LI WKH SU

7KH FRQVLGHUDWLRQ ZDV DOORFDWHG WR WZRUEPHQWXWL Y B UUQRER
DQG ILQDQFLDO LQVWUXPHQWx2xSULFH SURWHFWDRRQ PHFKRBPH YW VR
7KHVH LQVWUXPHQWY ZHUH PHDVXUHG DW IDLU YD OXWMHRED MIXHGS D Wt
GHULYDWLYH ILQDQFLDO LQVWUXPHQW XVLQJ WKH 3UREDELOLW\ :H
DVVXPSWLRQV XQGHUO\LQJ ZKLFK DUH D VKDUH SULFH RI 1,6 DE
H[SHFWHG YRODWLOLW\ RI FRVW Rl FDSLWDO RI D ULVN IUHH |
GLYLGHQG SD\PHQWVY GXULQJ WKH YDOXDWLRQ SHULRG 7KH IDLU YD
JLQDQFLDO ,QVWUXPHQWY ZDUUDQWY DQG SULFH SURWHFWLRQ PHF
UHVSHFWLYHO\ 7KH UHPDLQLQJ EDODQFH ZDV DOORPDWHGDWR WKH
,QVWUXPHQWY ZLOO EH PHDVXUHG DW IDLU YDOXH DW WKH HQG RI H
YDOXH ZLOO EH UHFRJQL]JHG LQ WKH VWDWHPHQW RI RSHUDWLRQV D

7KH LVVXDQFH FRVWY DPRXQWHG WR DSSUR[LPDWHO\ PLOOLRQ F
DQG PLOOLRQ ZzDV FKDUJHG WR WKH VWDWHPHQW RI RSHUDWLRQ"
,Q -XQH RSWLRQV ZHUH JUDQWHG DW D FRVW RI DSSURJ[LPL

LQ DFFRUGDQFH ZLWK WKH WHUPV RI KLV HPSOR\PHQWLRKQWK LQFOX
ZKHQ WKH &RPSDQ\ UDLVHG IXQGV $V SDUW RI WKH IXQGUDLVLQJ Gt
KLY HQWLWOHPHQW WR DGGLWLRQDO IXWXUH JUDQWY EH\RQG WKH F

,Q -XQH WKH &RPSDQ\ VLIJQHG DQ DJUHHPHQW ZLWK 6\QHRV +HD!
UHVHDUFK RUJDQL]DWLRQ &52 DQG WR PDQDJH WKH *WIRXS TVKIH UV W
VFRSH Rl WKH DJUHHPHQW GLUHFW DQG LQGLUHFW H[SHQVHV LV

DJUHHPHQW WKH *URXS SDLG 6\QHRV DQ DGYDQFH RIx PLOOLRQ
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$QFKLDQR 7KHUDSHXWLFV /WG
&RQGHQVHG &4RQVROLGDWHG ,QWHULP 6WDWHPHQWYV F

WKRXVDQGV 6HSWHPEHU 'HFHPEHU
8QDXGLWHG

&XUUHQW DVVHWYV

&DVK DQG FDVK HTXLYDOHQWYV

5HFHLYDEOHYV

7RWDO FXUUHQW DVVHWYV

1RQ FXUUHQW DVVHWYV

/RQJ WHUP SUHSDLG H[SHQVHV

/IRQJ WHUP SOHGJHG GHSRVLWYV 2
$VVHW IRU HPSOR\HH EHQHILWY QHW

JLIHG DVVHWV QHW

7RWDO QRQ FXUUHQW DVVHWV

7RWDO DVVHWYV

&XUUHQW OLDELOLWLHV

7UDGH SD\DEOHYV

2WKHU SD\DEOHV

6KRUW WHUP HPSOR\HH EHQHILWYV

'"HULYDWLYH LQVWUXPHQWYV 2
7RWDO FXUUHQW OLDELOLWLHYV
1RQ FXUUHQW OLDELOLWLHYV
'HULYDWLYH LQVWUXPHQWYV
7RWDO OLDELOLWLHYV

(TXLW\

6KDUH FDSLWDO 2 2
$GGLWLRQDO SDLG LQ FDSLWDO

&DSLWDO UHVHUYH IURP VKDUH EDVHG SD\PHQWV
&XUUHQF\ WUDQVODWLRQ GLIIHUHQFHY UHVHUYH
$FFXPXODWHG ORVYV

7RWDO HTXLW\ GHILFLHQF\

7TRWDO OLDELOLWLHY DQG HTXLW\

N

6HH 1RWH

V /DZUHQFH +RZDUG V )UDQN +DOXVND V -RQDWKDQ %XUJLQ

IDZUHQFH +RZDUG YJUDQN +DOXVND -RQDWKDQ %XUJLQ
&KDLUPDQ RI WKH %RDW&LHI ([HFXWLYH 21IL&KILHI 2SHUDWLQJ 2IILFHU
JLQDQFLDO 2IILFHU

'DWH RI DSSURYDO RI WKH ILQDQFLDO VWDWHPHQWY 1RYHPEHU

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LOQWHJUDO SDUW RIH@MHY FRQGHQ\
)
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$QFKLDQR 7KHUDSHXWLFV /WG

&RQGHQVHG &4RQVROLGDWHG ,QWHULP 6WDWHPHQW
BQDXGLWHG

YRU WKH QLQH PRQW K RS WLKR-G WHIQUBHHG PRQWK SHULRG

6HSWHPEHBHSWHPEHWHSWHPEHMHSWHPEHU
WKRXVDQGYV RWKHU WKDQ SHU VKDUH DPRXQWYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
2SHUDWLQJ ORVYV

JLODQFLQJ LQFRPH

)LQDQFLQJ H[SHQVH

JLOQDQFLQJ H[SHQVH LQFRPH QHW
JRVV EHIRUH WD[HV RQ LQFRPH
JQFRPH WD|

1HW ORVV IRU WKH SHULRG
ORVV SHU VKDUH LQ
%DVLF DQG GLOXWHG ORVV

1XPEHU RI VKDUHV XVHG WR FRPSXWH EDVLF DQG
GLOXWHG ORVV SHU VKDUH WKRXVDQGV RI VKDUHYV

JROORZLQJ UHYHUVH VKDUH VSOLW 6HH 1RWH

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW RIHWKH FRQGHQ\
)
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$QFKLDQR 7KHUDSHXWLFV /WG

&RQGHQVHG &4RQVROLGDWHG ,QWHULP 6WDWHPHQWYV RI 2S
/IRVBQDXGLWHG

JRU WKH QLQH PRQW KRIHWKRIGWMHKQGEMHGPRQWK SHULRG
6HSWHPEHBHSWHPEHAHSWHPEHWBHSWHPEHU

WKRXVDQGV
/IRVV IRU WKH SHULRG

2WKHU FRPSUHKHQVLYH ORVV LQFRPH LWHPV WKDW ZLOO
QRW EH WUDQVIHUUHG WR VWDWHPHQW RI RSHUDWLRQYV

&XUUHQF\ WUDQVODWLRQ GLIITHUHQFH
7TRWDO FRPSUHKHQVLYH ORVV IRU WKH SHULRG

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RIHWMH FRQGHQ\
)
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$QFKLDQR 7KHUDSHXWLFV /WG

&RQGHQVHG &4RQVROLGDWHG ,QWHULP 6WDWHPHQWYV RI ¢
BQDXGLWHG

&XUUHQF\ &DSLWDO
$GGLWLRQDDXRVODWLRWHUYH 7TRWDO
6KDUH SDLG LGLIIHUHQRUWKDUH &EBRXPX O D WHTX L W\
FDSLWDEODSLWD@HVHUYHSD\PHQWY ORVYV GHILFLHQF\

WKRXVDQGV

)RU WKH QLQH PRQWK SHULRG HQGHG
6HSWHPEHU

%DODQFH DV RI -DQXDUA
,VVXDQFH RI VKDUHV QHW
([HUELVH RI RSWLRQV 2
6KDUH EDVHG SD\PHQW 2 2

&RPSUHKHQVLYH LQFRPH IRU WKH
SHULRG 2 2
/IRVV IRU WKH SHULRG 2 2 2

%DODQFH DV RI 6HSWHPEHU L

YRU WKH QLQH PRQWK SHULRG HQGHG
BHSWHPEHU

%DODQFH DV RI -DQXDU3
,ZVVXDQFH RI VKDUHV QHW 2 2 2

([SLUDWLRQ RI RSWLRQ¥ 2 2 2
6KDUH EDVHG SD\PHQW 2 2

&RPSUHKHQVLYH LQFRPH IRU WKH
SHULRG 2 2

/IRVV IRU WKH SHULRG 2 2
%DODQFH DV RI 6HSWHPEHU

N}
)
N

N
N

N
N

N
N

N

N
N

N
N

)

6HH 1RWH

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RIH@MY FRQGHQ\
)
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$QFKLDQR 7KHUDSHXWLFV /WG

&RQGHQVHG &4RQVROLGDWHG ,QWHULP 6WDWHPHQW
BQDXGLWHG

JRU WKH QLQH PRQWK
SHULRG HQGHG

6HSWHPEHBHSWHPEHU

WKRXVDQGV

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV

/RVV IRU WKH SHULRG

JLQDQFLQJ H[SHQVHV QHW

'HSUHFLDWLRQ

6KDUH EDVHG SD\PHQW

7D[HV RQ LQFRPH

&KDQJH LQ UHFHLYDEOHV

&KDQJH LQ WUDGH SD\DEOHV

&KDQJH LQ RWKHU SD\DEOHYV

&KDQJH LQ HPSOR\HH EHQHILWYV

&KDQJH LQ ORQJ WHUP SUHSDLG H[SHQVHYV

7D[HV SDLG

,QWHUHVW SDLG 2
,QWHUHVW UHEHLYHG

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHYV
&DVK IORZV IURP LQYHVWLQJ DEWLYLWLHYV
/RQJ WHUP SOHGJHG GHSRVLWYV

3XUFKDVH RI IL[HG DVVHWYV

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV
&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

N

5HFHLSW RI ORDQ IURP EDQN 2
5HSD\PHQW RI ORDQ IURP EDQN 2
5HFHLSW RI ORDQ IURP FRQWUROOLQJ VKDUHKROGHU 2
5HSD\PHQW RI ORDQ IURP FRQWUROOLQJ VKDUHKROGHU 2

BURFHHGV IURP LVVXDQFH RI ZDUUDQWY DQG GHULYDWLYH $tQVWUXPHQ
SURFHHGV IURP LVVXDQFH RI VKDUHYV

,ZVVXDQFH FRVWYV

1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV

,QFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY EDODQFH DW EHJLQQLQJ RI SHULRG
(INTHFW RI H[FKDQJH UDWH GLIIHUHQFHV RQ FDVK DQG FDVK HTXLYDOHQ'
&DVK DQG FDVK HTXLYDOHQWY DW HQG RI SHULRG

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RIH@MHY FRQGHOQ\
)
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$QFKLDQR 7KHUDSHXWLFV /WG

1RWHV WR WKH &RQGHQVHG &RQVROLGDWHG ,QWHULI
DV RI 6HSWHPEHU
8B8QDXGLWHG

127( x2x*(1(5%/
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7KH &RPSDQ\ ZDV LQFRUSRUDWHG DQG UHJLVWHUHG LQ ,VUDHO RQ €
/IDZ WKH 3*&RPSDQLHV /DZ° DV D SULYDWH FRPSDQ\ OLPLWHG E\
IWG FKDQJHG LQ $XJXVW WR $QFKLDQR 7KHUDSHXWLFV /WG WK
+LJK 7HFK 9LOODJH (GPRQG - 6DIUD &DPSXV *LYDW 5DP -HUXVDOHI
&RPSDQ\ KDV QR FRQWUROOLQJ VKDUHKROGHU

"HILQLWLRQV
,Q WKHVH ILQDQFLDO VWDWHPHQWV x2x

7KH &RPSDQ\x2x$QFKLDQR 7KHUDSHXWLFV /WG IRUPHUO\ %LR&DC

6XEVLGLDULHVx2x7KH &RPSDQ\JV VXEVLGLDU\ $QFKLDQR 7KHUDSF
7KHUDSHXWLFV ,VUDHO /WG DQG LWV VXEVLGLDU\ $QFKLDQR 7KH
,QF ZKRVH ILQDQFLDO VWDWHPHQWY DUH IXO0O\ FRQVROLGDWHG
ZKROO\ RZQHG DQG FRQWUROOHG E\ WKH &RPSDQ\

7KH *URXSx2x7KH &RPSDQ\ DQG WKH 6XEVLGLDULHYV
'ROODUYV RU 3 "x2x8 6 GROODUV

7KH UHSRUWLQJ HQWLW\

7KH FRQGHQVHG FRQVROLGDWHG LOQWHULP ILQDQFLDO VWDWHPHQWY)\
WKRVH RI WKH &RPSDQ\ DQG RI WKH ZKROO\ RZQHG 6XEVLGLDULHYV

7KH *URXS LV HQJDJHG LQ UHVHDUFK DQG GHYHORSPHQW RI GUXJV |
SURGXFWY DUH LQ WKH GHYHORSPHQW VWDJH 7KHUHIRUH WKHUH L’
FRPSOHWH GHYHORSPHQW RI WKH SURGXFWYVY REWDLQ UHJXODWRU\
&RPSDQ\ KDV LQFXUUHG UHFXUULQJ ORVVHV IURP RSHUDWLRQV 7KH
UHODWHG WR WKH &RPSDQ\YfV SODQQHG DFWLYLWLHY GHSHQGV RQ I
DQG DFKLHYLQJ RSHUDWLRQDO SURILWDELOLW\ 7KH *URXS LV ZRUNI
RSHUDWLRQV DOWKRXJK DV RI WKH GDWH RI WKH VWDWHPHQW RI Il
&RPSDQ\YfVY DELOLW\ WR FRQWLQXH RSHUDWLQJ DV D 3JRLQJ FRQFHU(
VWDWHPHQWY DQG EDVHG RQ WKH *URXSTV DVVHVWGPWRWAXIMKH *UR
XQWLO WKH VHFRQG TXDUWHU RI

7KHVH ILQDQFLDO VWDWHPHQWY GR QRW LQFOXGH BHIQAVPBHQE@XUHPHQ
OLDELOLWLHV WKDW ZRXOG EH UHTXLUHG LI WKH *URXS GRHV QRW F

127( x2x%$6,6 2) ),1$1&,$/ 67$7(0(17 35(6(17$7,21

$

'"HFODUDWLRQ RI &RPSOLDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5H

7KH FRQGHQVHG FRQVROLGDWHG LQWHULP ILQDQFLDO VWDWHPHQW)\
,$6 ,QWHULP )LQDQFLDO 5HSRUWLQJ 7KH\ GR QRW LQFOXGH DOO W
VWDWHPHQWY DQG VKRXOG EH UHDG LQ FRQMXQFWLRIQUZH@EHEKH FR
'"HFHPEHU ZKLFK ZHUH SUHSDUHG LQ FRQIRUPLW\ ZLWK ,)56 D\
$FFRXQWLQJ 6WDQGDUGY %RDUG 3,$6%"

7KH FRQGHQVHG FRQVROLGDWHG LQWHULP ILQDQFLDO VWDWHPHQWY\
'LUHFWRUV RI WKH *URXS RQ 1RYHPEHU
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1RWHV WR WKH &RQGHQVHG &RQVROLGDWHG ,QWHUL
DV RI BHSWHPEHU
8QDXGLWHG

O
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O
%

8VH RI HVYWLPDWHY DQG MXGJPHQW

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLW|I
MXGIJPHQW LQ LWV DVVHVVPHQWY HVWLPDWWW W DREQDR/IVER S WHIRDW DA
DPRXQWY RI DVVHWY DQG OLDELOLWLHY UHYHQXHVVHBQHGY W[LSHDQWHHW

ODQDJHPHQWTV MXGJPHQW ZKHQ LPSOHPHQWLQJ WKH *URXSYV DFFR:
LQ DVVHVVPHQWY LQYROYLQJ XQFHUWDLQW\ DUH FORQWRN@WQW ZLW kK

7KH &RPSDQ\ XVHV FULWLFDO HVWLPDWHY WR PHDVXKHUWKH IDLU YD
LQIRUPDWLRQ VHH 1RWH (

127( x2x6,*1,),&%$17 $&&2817,1* 35,1&,3/(6

([FHsw DV VWDWHG LQ WKLY QRWH DQG LQ 1RWH ( EHORZ WKH *URX
FROQOVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH WIK® \DW bRXHPW QAWIVS R

%HORZ LV D GHVFULSWLRQ RI WKH SULQFLSDO FKDQJHV WR WKH DFF
ILQDQFLDO VWDWHPHQWY DQG WKHLU LPSDFW

JLUVW WLPH DSSOLFDWLRQ RI QHZ DFFRXQWLQJ VWDQGDWGY DPHQG

&RPPHQFLQJ IURP WKH ILUVW TXDUWHU RI WKH *URXS DSSOLHV ,
)56 J)LOQDQFLDO ,QVWUXPHQWYV LQ WKLV VHFWLRQ 3®*WKH 6WDC
,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUG J)LQDQFLDO ,QVWUXPHQ
2 $6 ° $SSOLFDWLRQ Rl WKH 6WDQGDUG GLG QRW KDYH PDWHULDO

127( x2x6+$5( %$6(' 3$<0(17

7KH WDEOH EHORZ VXPPDUL]JHV WKH WHUPV RI WKH JUDQWY DQG WKt
GXULQJ WKH SHULRG

1R RI &RQWUDFWXDO
XQGHUO\LQJ OLIH RI

*UDQW GDWH HOLJLEOH VKDUHV WKH RSWLRQV
HPSOR\HHYV 7THUPV RI 2SWLRQVWKRXVDQGV 9HVWLQJ WHUPV \HDUV

*UDQW RI RSWLRQVDWIR RSWERQWY H[HUFLVDEOH RQWRH RSWLRQV YHVW DIWHU RQH
RI WKH &RPSDQ\ LRQH RUGLQDU\ VKDUH ZLWKR W SDMQG WKH UHPDLQGHU LQ
ODUFK YDOXH DW WKH )DLU ODUNHW BPODXH RDUWHUO\ WUDQFKHV

WKH VKDUHY DW WKH WLPH RI WKH

JUDQW

*UDQW RI RSWLRQVDWIR RSWHLRQ LV H[HUFLVDEOM V@W®J LQ IRXU HTXDO DQQXDO
&RPSDQ\V &(2 LQRQH RUGLQDU\ VKDUH ZLWKRWWDSIFKHY IURP 0D\
-XQH YDOXH DW WKH )DLU ODUNHW 9DOXH RI

WKH VKDUHY DW WKH WLPH RI WKH

JUDQW

7TRWDO RSWLRQV

7KH IDLU YDOXH DW WKH JUDQW GDWH RI WKH RSWLRQV ZDV HVWLPD
PRGHO
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$QFKLDQR 7KHUDS
&RQVROLGDWHG ,QWHUL
U

1RWHV WR WKH &RQGHQVH
DV Rl 6HSWH
8QDXGL

(olla

O

27( %x2x6+$5( %$6(' 3$<0(17x &RQWLQXHG

3DUDPHWHUV XVHG WR PHDVXUH IDLU YDOXH DW WKH JUDQW GDWH R
*UDQW WR RFUWLPEWVWR WKH &(2

)DLU YDOXH DW WKH JUDQW GDWH PLOOLRQ PLOOLRQ

3DUDPHWHUV LQFOXGHG LQ WKH IDLU YDOXH FDOFXODWLRQ

6KDUH SULFH DW WKH JUDQW GDWH

([HUFLVH SULFH

([SHFWHG YRODWLOLW\ +

([ISHFWHG OLIH Rl WKH RSWLRQ x+x \HBBWR

5LVN I[UHH LQWHUHVW UDWH X+ X
5DWH RI H[SHFWHG GLYLGHQGYV 2 2

7KH H[SHFWHG YRODWLOLW\ LV EDVHG RQ KLVWRULFDO IOXFWXDWLR
H[SHFWHG OLIH RI WKH RSWLRQV ZDV EDVHG RQ 0DQD JHRPHQKRIV G1VW
WKH RSWLRQV WDNLQJ LQWR FRQVLGHUDWLRQ WKHLU SRVLWLRQ LQ
UHJDUGLQJ WHUPLQDWLRQ RI HPSOR\PHQW 7KH ULVN IUHH LQWHUHYV
7TUHDVXU\ 1RWHV ZLWK WLPH WR PDWXULW\ HTXDO WR WKH H[SHFWH(

7KH WRWDO H[SHQVH UHFRJQL]HG DV D VDODU\ H[SHQVH LQ WKH QLQ
DPRXQWHG WR DSSUR[LPDWHO\ PLOOLRQ DQG PLOOLRQ Ut

JRU IXUWKHU LQIRUPDWLRQ DV WR WKH DFFRXQWLQJ WUHDWPHQW V
ILQDQFLDO VWDWHPHQWY DV RI '"HFHPEHU

127( x2x6,*1,),&%$17 (9(176 '85,1* 7+( 5(3257 3(5,2'

$

%

,Q -DQXDU\ WKH &RPSDQ\ VLIJQHG DQ DJUHHPHQW WR UHQW D OD
+RW]YLP LQGXVWULDO JRQH 7KH WHUP RI WKH DJUHHPHQW LV ILYH \
DJUHHPHQW E\ DQRWKHU ILYH \HDUV 7KH PRQWKO\ UHQWDO IHHV L(
OLQNHG WR WKH &3, 3XUVXDQW WR WKH DJUHHPHQW EDQN JXDUDQ\

DJJUHJDWH DPRXQW RI DSSUR[LPDWHO\ PLOOLRQ DQG WKUHH PR

,Q DGGLWLRQ LQ 0D\ $QFKLDQR 7KHUDSHXWLFV ,QF VLJQHG DQ

&DPEULGJH ODVVDFKXVHWWY IRU D SHULRG RI WKUHH DQG D KDOI \
PLOOLRQ

'XULQJ )HEUXDU\ ODUFK DQG $SULO WKH &RPSDQ\ UHFHLYHG WK

&0DO %LRWHFKQRORJ\ ,QGXVWULHV /WG 2&%, WKHQ WKH &RPSDQ

DQQXDO LQWHUHVW DW WKH UDWH SDLG RQ 86 ORQWK 7UHDVXU\ %
UHFHLYHG D EDQN ORDQ RI DERXW PLOOLRQ EHDULQJ DQQXDO LQ\
XSRQ WKH FRPSOHWLRQ RI WKH IXQGUDLVLQJ LQ -XQH GHVFULEH

'XULQJ WKH SHULRG WKH &RPSDQ\ DOORFDWHG RSWLRQV LQ DJ
RSWLRQV WR WKH &RPSDQ\TV &(2 LQ DFFRUGDQFH ZLWK WKH WI
ULJKWV WR WKH JUDQWLQJ RI RSWLRQV DW WKH WLPH RI D IXQGUDL\
EHORZ WKH &(2 ZDLYHG KLV HQWLWOHPHQW WR DGGLWLRQDO IXWXU
IXUWKHU GHWDLOV RI WKH RSWLRQV JUDQWY VHH 1RWH DERYH

)
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1RWHV WR WKH &RQGHQVHG &RQVROLGDWHG ,QWHUL
DV Rl 6BHSWHPEHU
B8QDXGLWHG

O

(

O

27( x2x6,*1,),&$17 (9(176 '85,1* 7+( 5(3257 3(5,2'x &RQWLQXHG

,Q -XQH WKH &RPSDQ\ FRPSOHWHG D UHYHUVH VKDUH VSOLW
LQFUHDVHG WKH DXWKRUL]JHG FDSLWDO WR PLOOLRQ VKDUHYV

,Q -XQH WKH &RPSDQ\ FRPSOHWHG D IXQGUDLVLQJ RIx PLOO
DQG ,VUDHO DV ZHOO DV H[LVWLQJ VKDUHKROGHUV OHG E\ 6KDYLW
WKH &RPSDQ\ LVVXHG RUGLQDU\ VKDUHV FRQVWLWXWLQJ DSE¢
DQG SDLG XS VKDUH FDSLWDO DIWHU FRPSOHWLRQ Rl WKH WUDQVDF
ZDUUDQWYV WR DFTXLUH DGGLWLRQDO VKDUHV HTXDO WR RI WKH \

DERXW 7KH ZDUUDQWY ZLOO EH HI[HUFLVDEOH DW DQ\ WLPI
XS WR IRXU \HDUV IURP WKH FORVLQJ GDWH RI WKH WUDQVDFWLRQ
EHORZ E\ '"HFHPEHU WKH ZDUUDQWY ZLOO EH H[HUFLVDEOH X:

WUDQVDFWLRQ 7KH ZDUUDQWY PD\ EH H[HUFLVHGQRIQQD WIDD/& GK¥ED LEF
RITHULQJ RI WKH &RPSDQ\YV VKDUHV RU VHFXULWLHYV UHSUHVHQWLC
VWRFN H[FKDQJH LQ DFFRUGDQFH ZLWK WKH 8 6 6HFXULWLHV $FW F
&RPSDQ\ RI DW OHDVW PLOOLRQ

,Q DGGLWLRQ LQYHVWRUV ZHUH JUDQWHG SULFH SURWHFWLRQ LQ W
ZKHUHLQ WKH SULFH GRHV QRW LQFUHDVH E\ DW OHDVW DSSUR[LPDYV
IXQGUDLVLQJ RU WKH DGMXVWHG SULFH SHU VKDUH LI WKH SULFH
LVVXDQFH FRVWY DPRXQWHG WR DSSUR[LPDWHO\ PLOOLRQ RI ZK
IURP HTXLW\ DQG PLOOLRQ ZDV FKDUJHG WR WKH VWDWHPHQW RI
FRQVLGHUDWLRQ ZDV DOORFDWHG WR WZR GHUQLW R ZDH UD@DWOF LDQC
ILQDQFLDO LQVWUXPHQWx2xSULFH SURWHFWLR® P8 VWNXPHRQWW VHF
7KHVH LQVWUXPHQWY ZHUH PHDVXUHG DW IDLU YD OXWMHRED MXHGSDW F
GHULYDWLYH ILQDQFLDO LQVWUXPHQW XVLQJ WKH 3UREDELOLW\ :HL
DVVXPSWLRQV XQGHUO\LQJ ZKLFK DUH D VKDUH SULFH RI 1,6 DE
H[SHFWHG YRODWLOLW\ RI FRVW RI FDSLWDO RI D ULVN IUHH |
GLYLGHQG SD\PHQWV GXULQJ WKH YDOXDWLRQ SHULRG 7KH IDLU YD
J)LQDQFLDO ,QVWUXPHQWY ZDUUDQWY DQG SULFH SURWHFWLRQ PHF

PLOOLRQ UHVSHFWLYHO\ 7KH UHPDLQLQJ EDODQFH ZDV DOORFD

$V Rl 6HSWHPEHU WKH IDLU YDOXH RI WKH '"HULYDWLYH )LQDQ
SURWHFWLRQ PHFKDQLVP LV DSSUR[LPDWHO\ PLOOLRQ DQG P
EHWZHHQ -XQH DQG 6HSWHPEHU WRWDOV WKRXVDQG
RI RSHUDWLRQV DV ILQDQFLQJ H[SHQVHV 7KH PDLQ DVVXPSWLRQV X

DUH D VKDUH SULFH RI 1,6 DERXW H[SHFWHG YRODWLO
IUHH LQWHUHVW UDWH UDQJH RI WR DQG QR GLYLGHQG SD\P
,Q -XQH WKH &RPSDQ\ VLIQHG DQ DJUHHPHQW ZLWK 6\QHRV +HD!

UHVHDUFK RUJDQL]DWLRQ &52 DQG WR PDQDJH WKH *URXSYV ILUVW
7KH VFRSH RI WKH DJUHHPHQW GLUHFW DQG LQGLUHFW H[SHQVHV L
DJUHHPHQW WKH *URXS SDLG 6\QHRY DQ DGYDQFH RIx PLOOLRQ 7
6HUYLFHV $JUHHPHQW ZLWK ,1& 5HVHDUFK //& QRZ 6\QHRV +HDOWK
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3$57 ,,
o
,QIRUPDWLRQ 1RW 5HTXLUHG LQ 3URVSHFWXYV

yWHP ,QGHPQLILFDWLRQ RI 2IILFH +ROGHUV LQFOXGLQJ 'LUHFWRUV

8QGHU WKH &RPSDQLHYVY /DZ D FRPSDQ\ PD\ QRW H[FXOSDWH DQ RIILFH
ILGXFLDU\ GXW\ $Q ,VUDHOL FRPSDQ\ PD\ H[FXOSDWH DQ RIILFH KROGH
ZKROH RU LQ SDUW IRU GDPDJHVY FDXVHG WR WKH FRPSDQ\ DV D UHVXC
DXWKRUL]JLQJ VXFK H[FXOSDWLRQ LV LQFOXGHG LDWIMRQ D QW DXGHHV VKIF B
SURYLVLRQ 7KH FRPSDQ\ PD\ QRW H[FXOSDWH LQ DGYDQFH D GLUHFWR
GLYLGHQG RU GLVWULEXWLRQ WR VKDUHKROGHUV ::H DOVR GR QRW H[F
GDPDJHV FDXVHG WR WKH FRPSDQ\ DV D UHVXOW RI D EUHDFK RI GXW\
FRQWUROOLQJ VKDUHKROGHU RU DQ\ RIILFH KROGHU KDV D SHUVRQDO

8QGHU WKH &RPSDQLHYVY /DZ WKH 6HFXULWLHYV /DZ 7TUDWBKIH S6HFXUL
BUDFWLFHV /DZ WKH 3$QWLWUXVW /DZzZ” D FRPSDQ\ PD\ LQGHPQ
IROORZLQJ OLDELOLWLHY SD\PHQWY DQG H[SHQVHV LQFXUUHG IRU DFYV
LQ DGYDQFH RI DQ HYHQW RU IROORZLQJ DQ HYHQW SURYLGHG LWV DU
VXFK LQGHPQLILFDWLRQ

tD PRQHWDU\ OLDELOLW\ LQFXUUHG E\ RU LPSRVHG RQ WKH RIILFH KR
FRXUW MXGJPHQW LQFOXGLQJ SXUVXDQW WR D VHWWOHPHQW FRQIL
E\ D FRPSHWHQW FRXUW +RZHYHU LI DQ XQGHUWDNLQJ WR LQGHPQ
LV SURYLGHG LQ DGYDQFH WKHQ VXFK DQ XQGHUWDNLQJ PXVW EH O
ERDUG RI GLUHFWRUV FDQ EH IRUHVHHQ EDVHG RQ WKH FRPSDQ\TV
JLYHQ DQG WR DQ DPRXQW RU DFFRUGLQJ WR FULWHULD GHWHUPLQ
FLUFXPVWDQFHYVY DQG VXFK XQGHUWDNLQJ VKDOO GHWDLO WKH DER

$+ UHDVRQDEOH OLWLJDWLRQ H[SHQVHV LQFOXGLQJ UHDVRQDEOH DWW
KROGHU DV D UHVXOW RI DQ LQYHVWLIJDWLRQ RU SURFHHGLQJ ILOHG
WR FRQGXFW VXFK LQYHVWLIJDWLRQ RU SURFHHGLQJ SURYLGHG WKL
L FRQFOXGHG ZLWKRXW WKH ILOLQJ RI DQ LQGLFWPHQW DJDLQVW \
KLP RI DQ\ PRQHWDU\ REOLJDWLRQ LQ OLHX RI D FULPLQDO SURFHHC
LQGLFWPHQW DJDLQVW WKH RIILFH KROGHU EXW ZLWK WKH LPSRVLW
OLHX RI FULPLQDO SURFHHGLQJV IRU DQ RIITHQVH WKDW GRHV QRW U
FRQQHFWLRQ ZLWK D PRQHWDU\ VDQFWLRQ

tD PRQHWDU\ OLDELOLW\ LPSRVHG RQ WKH RIILFH KROGHU LQ IDYRU F
$GPLQLVWUDWLYH 3URFHHGLQJ DV GHILQHG EHORZ DV VHW IRUWK I

fH[SHQVHV H[SHQGHG E\ WKH RIILFH KROGHU ZLWK UHVSHFW WR DQ $
/IDZ LQFOXGLQJ UHDVRQDEOH OLWLJDWLRQ H[SHQVHY DQG UHDVRQD

$+ UHDVRQDEOH OLWLJDWLRQ H[SHQVHV LQFOXGLQJ DWWRUQH\VY IHHV
LPSRVHG RQ WKH RIILFH KROGHU E\ D FRXUW L LQ D SURFHHGLQJ L!
LWV EHKDOI RU E\ D WKLUG SDUW\ RU LL LQ FRQQHFWLRQ ZLWK FL
DFTXLWWHG RU LLL LQ D FULPLQDO LQGLFWPHQW ZKLFK WKH RIILF
UHTXLUH SURRI Rl FULPLQDO LQWHQW

T ILQDQFLDO OLDELOLW\ LPSRVHG RQ WKH RIILFH KROGHU RQ EHKDOI |
SURFHHGLQJ

fH[SHQVHV LQFXUUHG E\ DQ RIILFH KROGHU LQ FRQQHFWLRQ ZLWK D ¢
KROGHU XQGHU WKH $QWLWUXVW /DZ LQFOXGLQJ UHDVRQDEOH DWW
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+DQ\ RWKHU REOLJDWLRQ RU H[SHQVH LQ UHVSHFW RI ZKLFK LW LV St
WR LQGHPQLI\ DQ RIILFH KROGHU LQFOXGLQJ ZLWKRXW OLPLWDWLR
6HFXULWLHYV /DZ

$Q *$GPLQLVWUDWLYH 3URFHHGLQJ LV GHILQHG DV D SURFHHGLQJ SXU
,VUDHO 6HFXULWLHV $XWKRULW\ + $GPLQLVWUDWL(YHRQFRIPHORHQW :
&RPPLWWHH RU, $UUDQJHPHQW WR &RQGLWLRQDOO\ 3UHYHQW 3URFF}
/DZ

+8QGHU WKH &RPSDQLHYV /DZ WKH 6HFXULWLHY /DZ DQG WKH $QWLWU
KROGHU DJDLQVW WKH IROORZLQJ OLDELOLWLHY LQFXUUHG IRU DFW
WKH HIWHQW SURYLGHG LQ WKH FRPSDQ\fV DUWLFOHVY RI DVVRFLDWI|

D EUHDFK RI WKH GXW\ RI OR\DOW\ WR WKH FRPSDQ\ SURYLGHG WK
D UHDVRQDEOH EDVLVY WR EHOLHYH WKDW WKH DFW ZRXOG QRW KD

D EUHDFK RI GXW\ RI FDUH WR WKH FRPSDQ\ RU WR D WKLUG SDUW\
QHJOLIJHQW FRQGXFW RI WKH RIILFH KROGHU

tD PRQHWDU\ OLDELOLW\ LPSRVHG RQ WKH RIILFH KROGHU LQ IDYRU

+D PRQHWDU\ OLDELOLW\ LPSRVHG RQ WKH RIILFH KROGHU LQ IDYRU
SBURFHHGLQJV XQGHU WKH 6HFXULWLHY /DZ LQFOXGLQJ UHDVRQDE(

FH[SHQVHY LOQFXUUHG E\ DQ RIILFH KROGHU LQ FRQQHFWLRQ ZLWK D
UHDVRQDEOH DWWRUQH\VY IHHVY DQG RWKHU OLWLIJDWLRQ H[SHQVH

$fPRQHWDU\ OLDELOLW\ LPSRVHG RQ WKH RIILFH KROGHU LQ SURFHH
/IDZ LQFOXGLQJ UHDVRQDEOH DWWRUQH\VY IHHY DQG RWKHU OLWL.

8QGHU WKH &RPSDQLHV /DZ D FRPSDQ\ PD\ QRW LQGHPQLI\ H[FXOSDWF
IROORZLQJ

D EUHDFK RI WKH GXW\ RI OR\DOW\ H[FHSW IRU LQGHPQLILFDWLRQ D
WR WKH FRPSDQ\ WR WKH HIWHQW WKDW WKH RIILFH KROGHU DFWHG
WKDW WKH DFW ZRXOG QRW SUHMXGLFH WKH FRPSDQ\

D EUHDFK RI GXW\ RI FDUH FRPPLWWHG LOQWHQWLRQDOO\ RU UHFNOH
QHJOLIJHQW FRQGXFW RI WKH RIILFH KROGHU

+DQ DFW RU RPLVVLRQ FRPPLWWHG ZLWK LQWHQW WR GHULYH LOOHIJI

D ILQH RU IRUIHLW OHYLHG DJDLQVW WKH RIILFH KROGHU

8QGHU WKH &RPSDQLHV /DZ H[FXOSDWLRQ LQGHPQLILFDWLRQ DQG LQ\
PXVW EH DSSURYHG E\ WKH FRPSHQVDWLRQ FRPPLWWHH DQG WKH ERDL
FRQWUROOLQJ VKDUHKROGHUV WKHLU UHODWLYHV DQG WKLUG SDUWLI
LQWHUHVW DOVR E\ WKH VKDUHKROGHUV

2XU DUWLFOHYV RI DVVRFLDWLRQ SHUPLW XV WR LQVXUH RXU RIILFH KR
E\ ODzZ 2XU RIILFH KROGHUV DUH FXUUHQWO\ FRYHUHG E\ D GLUHFWRU"
GDWH RI WKLV SURVSHFWXV QR FODLPV IRU GLUHFWRUVY DQG RIILFHU®
DQG ZH DUH QRW DZDUH RI DQ\ SHQGLQJ RU WKUHDWHQHG OLWLJDWLRC(
LOQFOXGLQJ RXU GLUHFWRUV LQ ZKLFK LQGHPQLILFDWLRQ LV VRXJKW

‘H KDYH HQWHUHG LQWR DJUHHPHQWY ZLWK HDFK RI RXU FXUUHQW RIIL
IXOOHVW H[WHQW SHUPLWWHG E\ ODZ VXEMHFW D¥ER COLVWILMAHGHME B B/W Q]
WKLV RITHULQJ WR WKH HIWHQW WKDW WKHVH OLDWL®&QWI\H O LLPULKNY Q& VD
IROORZV WKH PD[LPXP DJJUHIJDWH DPRXQW RI LQGHPQLILFDWLRQ WKD\
KROGHUVY HOQWLWOHG WR LQGHPQLILFDWLRQ ZKHWKHU LQ DGYDQFH RU
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UHVSHFW WR DOO LQGHPQLILFDWLRQ XQGHUWDNLQJV E\ WKH &RPSDQ\ \
XQGHUWDNLQJV WR RIILFH KROGHUV RI FRPSDQLHVY KHOG E\ WKH &RPSEC
RQ WKH JURXQGYV VSHFLILHG DERYH VKDOO QRW H[FHHG WKH OD[LPXP ,

7KH WHUP 30D[LPXP ,QGHPQLILFDWLRQ $PRXQW  VKDOO KRPHGVRE IROO
WKH GDWH WKDW DQ\ SD\PHQW LV PDGH E\ YLUWXH RI DQ LQGHPQLILFD'
LI WKH &RPSDQ\TV VKDUHKROGHUVY HTXLW\ LV OHVV WKDQ 1,6 PLOO
VKDUHKROGHUVY HTXLW\ LV QHIJDWLYH DQG WKH &RPSDQ\YV ZRUNLQJ F
PLOOLRQ LI WKH &RPSDQ\JV VKDUHKROGHUVY HTXLW\ LV OHVV WKI
WKH &RPSDQ\fV VKDUHKROGHUVY HTXLW\ LV QHJDWLYH DQG WKH &RPS
&RPSDQ\TV VKDUHKROGHUVYT HTXLW\ EXW LQ DQ\ HYHQW QR PRUH WKDQ
&RPSDQ\TV VKDUHKROGHUVYT HTXLW\ LV 1,6 PLOOLRQ PLOOLRQ
LQ DGGLWLRQ WR DQ\ LQVXUDQFH DPRXQWYV +RZHYHU LQ WKH RSLQLR!
OLDELOLWLHV DULVLQJ XQGHU WKH 6HFXULWLHV $FAW LV DJDLQVW SXEC

7KHUH LV QR SHQGLQJ OLWLJDWLRQ RU SURFHHGLQJ DJDLQVW DQ\ RI R
VRXJKW QRU DUH ZH DZDUH RI DQ\ SHQGLQJ RU WKUHDWHQHG OLWLJIDV
DQ\ RIILFH KROGHU

yWHP 5HFHQW 6DOHV RI 8QUHIJLVWHUHG 6HFXULWLHV

'XULQJ WKH SDVW WKUHH \HDUV ZH LVVXHG VHFXULWEWVDXKYRK 2RUMW IC
EHORZ :H EHOLHYH WKDW HDFK RI VXFK LVVXDQFHV ZHFWH[G RSHD LORF H
RQ 6HFWLRQ D RI WKH 6HFXULWLHV $FW 5XOH DQG RU 5HIJXODWI

7KH IROORZLQJ LV D VXPPDU\ RI WUDQVDFWLRQV GXULQJ WKH SUHFHGL
ZHUH QRW UHJLVWHUHG XQGHU WKH 6HFXULWLHYV $FW DOO VKDUH QXP
-XQH

t,Q -XQH ZH LVVXHG RUGLQDU\ VKDUHV WR WKH SXEOLF LQ ,
VKDUHKROGHUV UHJLVWHUHG XQGHU WKH ,VUDHO 6HFXULWLHYV /DZ
PLOOLRQ 2IIHULQJ H[SHQVHYVY ZHUH DSSUR[LPDWHO\ WKRXVDQ(

F3XUVXDQW WR D VKDUH SXUFKDVH DJUHHPHQW LQ 2FWREHU ZH L
SODFHPHQW WR WZR LQYHVWRUV 3DOLVDGH OHGLFDO (TXLW\, /3 L[
LQYHVWPHQW RIx PLOOLRQ 2IIHULQJ H[SHQVHV ZHUH DSSURJ[LPD'

f,Q $SULO ZH LVVXHG RUGLQDU\ VKDUHV WR WKH SXEOLF S
WKH ,VUDHO 6HFXULWLHYV /DZ UDLVLQJ JURVYV SURFHHGYV RI L
H[SHQVHV ZHUH DSSUR[LPDWHO\ PLOOLRQ

F3XUVXDQW WR D 6HFXULWLHV 3XUFKDVH $JUHHPHQW EHW &KHDIQ VKIVOD G
)XQG ,,, 86 [/ 3 6KDYLW &DSLWDO )XQG ,VUDHO [/ 3 6KDYLW &D¢
)XQG ,VUDHO /3 &ODO %LRWHFKQRORJ\ ,QGXVWULHV /WG OHLW

$5& *URXS +ROGLQJV //& 7DFKOLW ,QGLFHV /WG -DPHV 7TDQHQEDXP
/I WG ODUF -RVHSK ,UUHYRFDEOH 7UXVW &ROODFH 6HUYLFHV /WG 1
*DEULHO OHQDJHG *LO 6XGDL $GDP )ULHPDQ *DU\ /HLEOHU (UH] <X
JURKPDQQ LQ -XQH ZH LVVXHG RUGLQDU\ VKDUHV DQG ZI

VKDUHV 7KH JURVV SURFHHGV IURP WKH VDOH RI WKH VKDUH"
FDQ EH H[HUFLVHG IRU RUGLQDU\ VKDUHYVY DW DQ 1,6 GHQRPLQDWHG

SHU VKDUH DV RI -DQXDU\ LI DOO RI WKH ZDUUDQWYV DUH

JURVV SURFHHGV WR XV RI DSSUR[LPDWHO\ PLOOLRQ 2IIHULQJ F
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F)URP -DQXDU\ WKURXJK -DQXDU\ ZH JUDQWHG VKDUH RSW
FRQVXOWDQWYV XQGHU RXU VWRFN RSWLRQ SODQV WR SXUFKDVH DQ
UDQJLQJ IURP DSSUR[LPDWHO\ WR SHU VKDUH RI ZKLFK DV
RSWLRQV WR SXUFKDVH VKDUHY KDYH EHHQ IRUIHLWHG RU H[SI

2WKHU WKDQ DV GHVFULEHG DERYH QR XQGHUZULWHU RU XQGHUZULWL
WUDQVDFWLRQV VHW IRUWK LQ ,WHP
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,WHP ([KLELWV DQG )LQDQFLDO 6WDWHPHQW 6FKHGXOHYV
([KLELW 1R '"HVFULSWLRQ
ol JRUP RI 8QGHUZULWLQJ $JUHHPHQW
o) $UWLFOHV RI $VVRFLDWLRQ RI WKH 5HJLVWUDQW
o) YRUP RI '"HSRVLW $JUHHPHQW EHWZHHQ WKH UHJLVWUDQW W
DQG RZQHUV DQG KROGHUV IURP WLPH WR WLPH RI $'6V LVVXH
o} 6SHFLPHQ $PHULFDQ 'HSRVLWDU\ 5HFHLSW LQFOXGHG LQ ([KL
o) 6SHFLPHQ &HUWLILFDWH IRU RUGLQDU\ VKDUHY SUHYLRXVO\ |
VWDWHPHQW RQ JRUP ) _)LOH 1R DV ILOHG ZLWK WKF
LOFRUSRUDWHG E\ UHIHUHQFH KHUHLQ
o) JRUP RI 2SLQLRQ RI *ROGIDUE 6HOLJPDQ &R ,VUDHOL FRXC

FRQVHQW

JRUP RI ,QGHPQLILFDWLRQ $JUHHPHQW
$PHOGHG DQG 5HVWDWHG ([FOXVLYH /LFHQVH $JUHHPHQW EHW

&RPSDQ\ RI WKH +HEUHZ 8QLYHUVLW\ RI -HUXVDOHP DQG WKH

DV DPHQGHG E\ $PHQGPHQW 1R _GDWHG 1RYHPEHU $PH
6HSWHPEHU $PHQGPHQW 1R GDWHG -DQXDU\ DQ
1RYHPEHU SUHYLRXVO\ ILOHG DV ([KLELW RI RXU UHJ
JLOH 1R DV ILOHG ZLWK WKH 6(& RQ -DQXDU\ DQ
KHUHLQ

&OLQLFDO 6XSSO\ $JUHHPHQW DPRQJ %LR&DQFHOO 7KHUDSH X
%LRSKDUPDFHXWLFDOV *PE+ DQG %RHKULQJHU ,QJHOKHLP 5&9

5HOQWDO $JUHHPHQW EHWZHHQ WKH $GPLQLVWUDWLRQ IRU "HY

=RQHV LQ -HUXVDOHP /WG DQG %LR&DQFHOO 7KHUDSHXWLFV ,
ODVWHU 6HUYLFHY $JUHHPHQW EHWZHHQ %LR&DQFHOO 7KHUD¢

/[/1& GDWHG 2FWRBHWYLRXVO\ ILOHG DV ([KLELW RI RXU UHJ
JRUP ) JLOH 1R DV ILOHG ZLWK WKH 6(& RQ -DQXDU\

UHIHUHQFH KHUHLQ
LQFHOWLYH 30DQ IRU (PSOR\HHV 2IILFHUV DQG &RQVXOWD

RXU UHJLVWUDWLRQ VWDWHPHQW RQ JRUP ) JLOH 1R

-DQXDUN\ DOQG LQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ
&RPSHQVDWLRQ 3ROLF\ IRU 2IILFHUY__ GDWHG )HEUXDU\ SU
UHJLVWUDWLRQ VWDWHPHOQOW RQ JRUP ) JLOH 1R DV
DOG LOQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ
(IXLW\ %DVHG , CBRUHHXYWRXN BOIDQ@HG DV ([KLELW RI RXU L
RQ JRUP ) JLOH 1R DV ILOHG ZLWK WKH 6(& RQ -DQX

E\ UHIHUHQFH KHUHLQ
LQIRUPDWLRQ 5LJKWYV $JUHHPHOW EHWZHHQ $QFKLDQR 7KHUDE

LQGXVWULHY /WG GDWHG 'HFHPEHU SUHYLRXVO\ ILOHG
VWDWHPHQW RQ JRUP ) JLOH 1R DV ILOHG ZLWK WKF
LOFRUSRUDWHG E\ UHIHUHQFH KHUHLQ

[LVW RI VXEVLGLDULHY RI_ WKH 5HJILVWUDQW SUHYLRXVO\ ILO}

VWDWHPHQW RQ JRUP ) JLOH 1R DV ILOHG ZLWK WKF
LQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ
&RQVHQW RI 6RPHNK &KDLNLQ OHPEHU )LUP RI1 .30* , QWHUQDW

SXEOLF DEFRXQWILQJ ILUP IRU WKH 5HILVWUDQW SUHYLRXVO\
VWDWHPHQW RQ JRUP ) JLOH 1R DV ILOHG ZLWK WKF
LOFRUSRUDWHG E\ UHIHUHQFH KHUHLQ

&RQVHQW RI *ROGIDUE 6HOLJPDQ &R , VUDHOL FRXQVHO WR
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([KLELW 1R '"HVFULSWLRQ
SRZHU RI $WWRUQH\ SUHYLRXVO\ LOQFOXGHG LQ WKH VLIJQDWX
JRUP ) JLOH 1R DV ILOHG ZLWK WKH 6(& RQ -DQXDU\

UHIHUHQFH KHUHLQ

7R EH ILOHG E\ DPHQGPHQW
3UHYLRXVO\ ILOHG

(QJOLVK WUDQVODWLRQ RI RULJLQDO +HEUHZ GRFXPHQW

&RQILGHQWLDO WUHDWPHQW UHTXHVWHG DV WR FHUWDLQ SRUWLRQV ZKLFK SRUWLRQ\
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,WHP

8QGHUWDNLQJV

D 7KH XQGHUVLJQHG UHJLVWUDQW KHUHE\ XQGHUWDNHYV

7R ILOH GXULQJ DQ\ SHULRG LQ ZKLFK RIITHUV RU VDOHY DUH EHL!
UHJLVWUDWLRQ VWDWHPHQW

L 7R LQFOXGH DQ\ SURVSHFWXV UHTXLUHG E\ VHFWLRQ D R

LL 7R UHIOHFW LQ WKH SURVSHFWXV DQ\ IDFWV RU HYRH®@WYV DULVL
VWDWHPHQW RU WKH PRVW UHFHQW SRVW HIIHFWLYH DPHQGPt
DJJUHJDWH UHSUHVHQW D IXQGDPHQWDO FKDQJH LQ WKH LQIR
VWDWHPHQW 1RWZLWKVWDQGLQJ WKH IRUHJRLQJ DQ\ LQFUHD
LI WKH WRWDO GROODU YDOXH RI VHFXULWLHV RIIHUHG ZRXOG
GHYLDWLRQ IURP WKH ORZ RU KLJK HQG RI WKH HVWLPDWHG PL
WKH IRUP Rl SURVSHFWXV ILOHG ZLWK WKH &RPPLVVLRQ SXUVX
FKDQJHV LQ YROXPH DQG SULFH UHSUHVHQW QR PRUH WKDQ
RIITHULQJ SULFH VHW IRUWK LQ WKH *&DOFXODWLR@LRQGBHJILVWL
VWDWHPHQW DQG

LLLYR LQFOXGH DQ\ PDWHULDO LQIRUPDWLRQ ZLWK UHVSHFW WR W
GLVFORVHG LQ WKH UHJLVWUDWLRQ VWDWHPHQW RU DQ\ PDWH
UHJLVWUDWLRQ VWDWHPHQW

7KDW IRU WKH SXUSRVH RI GHWHUPLQLQJ DQ\ OLDELOLW\ XQGHU
HITHFWLYH DPHQGPHQW VKDOO EH GHHPHG WR EMFXUWHWLHWMILVWU
RITHUHG WKHUHLQ DQG WKH RIITHULQJ RI VXFK VHFXBR@DHY DW W
ILGH RITHULQJ WKHUHRI

7R UHPRYH IURP UHJLVWUDWLRQ E\ PHDQV RI D SRVW HIIHFWLYH L
UHJLVWHUHG ZKLFK UHPDLQ XQVROG DW WKH WHUPLQDWLRQ RI W

7R ILOH D SRVW HIIHFWLYH DPHQGPHQW WR WKH WBWHPAHOMVLR Q
UHTXLUHG E\ ,WHP $ RI )RUP ) DW WKH VWDUW RI DQ\ GHOD\HC
RIITHULQJ )LQDQFLDO VWDWHPHQWY DQG LQIRUPDWLRQ RWKHUZLV
QRW EH IXUQLVKHG SURYLGHG WKDW WKH UHJLVWUDQW LQFOXGH
DPHQGPHQW ILQDQFLDO VWDWHPHQWY UHTXLUHG SXUVXDQW WR
QHFHVVDU\ WR HQVXUH WKDW DOO RWKHU LQIRUPDMWRR @ KRVWKH ¢
ILQDQFLDO VWDWHPHQWYV

7KDW IRU WKH SXUSRVH RI GHWHUPLQLQJ OLDELOLW\ XQGHU WKH
SURVSHFWXV ILOHG E\ WKH UHJLVWUDQW SXUVXDQW WR 5XOH E
UHJLVWUDWLRQ VWDWHPHQW DV RI WKH GDWH WKH ILOHG SURVSH
UHJLVWUDWLRQ VWDWHPHQW DQG HDFK SURVSHFWXV UHTXLUHG '
E DV SDuUw RI D UHJLVWUDWLRQ VWDWHPHQW LQ UHOLDQFH RQ
WR 5XOH D L YLL RU [ IRU WKH SXUSRVH RI SURYLGLQJ \
RI WKH 6HFXULWLHV $FW RI VKDOO EH GHHPHG WR EH SDUW RI
Rl WKH HDUOLHU RI WKH GDWH VXFK IRUP RI SURVSHFWXV LV ILUV
FRQWUDFW RI VDOH RI VHFXULWLHV LQ WKH RITHULQJ GHVFULEHG
OLDELOLW\ SXUSRVHV RI WKH LVVXHU DQG DQ\ SHUVRQ WKDW LV [
GHHPHG WR EH D QHZ HIIHFWLYH GDWH RI WKHWHQLWWKHDWLRQ VWV
UHJLVWUDWLRQ VWDWHPHQW WR ZKLFK WKDW SURWSBDMVWYPH{OD'
VKDOO EH GHHPHG WR EH WKH LQLWLDO ERQD ILGH RIITHULQJ WKH
LQ D UHJLVWUDWLRQ VWDWHPHQW RU SURVSHFWXVGRIKBB®HIOQMWSD U\
LQFRUSRUDWHG RU GHHPHG LQFRUSRUDWHG E\ UHIHUHQFH LQWR
SsbDUw RI WKH UHJLVWUDWLRQ VWDWHPHQW ZLOO DV WR D SXUFKLCL
HITHFWLYH GDWH VXSHUVHGH RU PRGLI\ DQ\ VW DNMHP RQW WKDW Z
SURVSHFWXV WKDW ZDV SDUW Rl WKH UHJLVWUDWLRQ RWDWHPHQ
WR VXFK HIITHFWLYH GDWH
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7KDW IRU WKH SXUSRVH RI GHWHUPLQLQJ OLDELOLW\ RI WKH UHJ
SXUFKDVHU LQ WKH LQLWLDO GLVWULEXWLRQ RI WKH VHFEXULWLH)\
SULPDU\ RITHULQJ RI VHFXULWLHY RI WKH XQGHUVLJQHG UHJLVWU
UHJDUGOHVV RI WKH XQGHUZULWLQJ PHWKRG XVHG WDY¥YHOO WKH
RITHUHG RU VROG WR VXFK SXUFKDVHU E\ PHDQV RI DQ\ RI WKH IR
UHJLVWUDQW ZLOO EH D VHOOHU WR WKH SXUFKDVHUWBQGKXEKOO E
SXUFKDVHU

L $Q\ SUHOLPLQDU\ SURVSHFWXV RU SURVSHFWXV RI WKH XQGHU
UHTXLUHG WR EH ILOHG SXUVXDQW WR 5XOH

LL $Q\ IUHH ZULWLQJ SURVSHFWXV UHODWLQJ WR WKH RIITHULQJ S!
UHJLVWUDQW RU XVHG RU UHIHUUHG WR E\ WKH XQGHUVLJQHG

LLLZKH SRUWLRQ RI DQ\ RWKHU IUHH ZULWLQJ SURVSHFWXV UHOD\
LQIRUPDWLRQ DERXW WKH XQGHUVLJQHG UHJLVWUDQW RU LWV
XQGHUVLJQHG UHJLVWUDQW DQG

LY $Q\ RWKHU FRPPXQLFDWLRQ WKDW LV DQ RIIHU LQ WKH RIIHULC
SXUFKDVHU

7KH XQGHUVLJQHG UHJLVWUDQW KHUHE\ XQGHUWDNHY WR SURYLGH
XQGHUZULWLQJ DJUHHPHQWY FHUWLILFDWHY LQ VXFK GHQRPLHDWLR
XQGHUZULWHUV WR SHUPLW SURPSW GHOLYHU\ WR HDFK SXUFKDVHU

,QVRIDU DV LQGHPQLILFDWLRQ IRU OLDELOLWLHY DULVLQJ XQGHU W|
GLUHFWRUV RIILFHUV DQG FRQWUROOLQJ SHUVRQV RI WKH UHJLVWL
RWKHUZLVH WKH UHJLVWUDQW KDV EHHQ DGYLVHG WKDW LQ WKH R¢
VXFK LQGHPQLILFDWLRQ LV DJDLQVW SXEOLF SROLF\ DV H[SUHVVHG
HYHQW WKDW D FODLP IRU LQGHPQLILFDWLRQ DJDL QMAWWVRRKWORIDELC
H[SHQVHV LQFXUUHG RU SDLG E\ D GLUHFWRU RIILFHU RU FRQWURO!
GHIHQVH RI DQ\ DFWLRQ VXLW RU SURFHHGLQJ LV DVVHUWHG E\ VX
FROQQHFWLRQ ZLWK WKH VHFXULWLHV EHLQJ UHJLVWRHKWH/GE OWMKIKIHUH JL
PDWWHU KDV EHHQ VHWWOHG E\ FRQWUROOLQJ SUHFHGHQW VXEPLW
ZKHWKHU VXFK LOQGHPQLILFDWLRQ E\ LW LV DIJDLQVW SXEOLF SROLF\
WKH ILQDO DGMXGLFDWLRQ RI VXFK LVVXH

7KH XQGHUVLIJQHG UHJLVWUDQW KHUHE\ XQGHUWDNHY WKDW

JRU SXUSRVHV RI GHWHUPLQLQJ DQ\ OLDELOLW\ XQGHU WKH 6HFXI
IURP WKH IRUP RI SURVSHFWXV ILOHG DV SDUW RI WKLV UHJLVWUI
FRQWDLQHG LQ D IRUP RI SURVSHFWXV ILOHG E\ WKH UHJLVWUDOQ\
XQGHU WKH 6HFXULWLHYV $FW VKDOO EH GHHPHG WR EW EDVYW RI V
GHFODUHG HIIHFWLYH

JRU WKH SXUSRVH RI GHWHUPLQLQJ DQ\ OLDELOLW\ XQGHU WKH 6t
DPHQGPHQW WKDW FRQWDLQV D IRUP RI SURVSHFWXV VKDOO EH C
UHODWLQJ WR WKH VHFXULWLHYVY RITHUHG WKHUHLQ EBIQGHWRHGR I IH
WR EH WKH LQLWLDO ERQD ILGH RIITHULQJ WKHUHRI
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6,1$785(6

3IXUVXDQW WR WKH UHTXLUHPHQWY RI WKH 6HFXULWRQYDEROMH RUR X Q ®\K
WR EHOLHYH WKDW LW PHHWY DOO RI WKH UHTXLUHPHQWY IRU ILOLQJ |
VWDWHPHQW WR EH VLIQHG RQ LWV EHKDOI E\ WKH XQGHUVLJQHG WKH
6WDWH RI ODVVDFKXVHWWY RQ -DQXDU\

$1&+,$12 7+(5$3(87,&6 /7'
%\ & 'U )UDQN * +DOXVND

1DPH 'U )J)UDQN * +DOXVND
7LWOH &KLHI ([HFEXWLYH 2IILFHU
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3XUVXDQW WR WKH UHTXLUHPHQWYV RI WKH 6HFXULWLHK\D$FREWHRQ DV
VLIQHG E\ WKH IROORZLQJ SHUVRQV LQ WKH FDSDFLWLHVY DQG RQ WKH
6LIJQDWXUHV 7LWOH 'DWH

V 'U )UDQN * +DOX&KIDHI ([HFXWLYH 2IILFHU DQG '{MJGIHFDURU
'U )UDQN * +DOXVND3ULQFLSDO ([HFXWLYH 2IILFHU

&KLHI )LQDQFLDO 2IILFHU DQG -DQXDU\
&KLHI 2SHUDWLQJ 2I1ILFHU

BULQFLSDO )LQDQFLDO 2IILFHU DQG
BULQFLSDO $FFRXQWLQJ 2IILFHU

-RQDWKDQ %XUJLQ

&KDLUPDQ RI WKH %RDUG RI 'LUBGWRWV
'U BWHSKHQ +RIIPDQ

'LUHFWRU -DQXDU\
5XWK $ORQ

"'LUHFWRU -DQXDU\
5REHUW &RQQHOO\

"'LUHFWRU -DQXDU\
5HJLQDOG +DUG\

'LUHFWRU -DQXDU\

'U /DZUHQFH +RZDUG

'LUHFWRU -DQXDU\
,VDDF .RKOEHUJ

'LUHFWRU -DQXDU\
(lUDW ODNRY

'LUHFWRU -DQXDU\

'"HQQLVRQ 9HUX

%\ V 'U J)UDQN * +DOXVND

'U JUDQN * +DOXVND
$WWRUQH\ LQ )DEW
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6LIQDWXUH RI DXWKRUL]J]HG UHSUHVHQWDWLYH LQ

3XUVXDQW WR WKH UHTXLUHPHQWYV RI WKH 6HFXULWLHV $FW RI DV
UHSUHVHQWDWLYH KDV VLIQHG WKLV UHJLVWUDWLRQHWWDWHPHQW RQ

ODVVDFKXVHWWYV RQ -DQXDU\
%\ $1&+,$12 7+(5$3(87,&6 ,1&
%\ V 'U )UDQN * +DOXVND

1DPH 'U )J)UDQN * +DOXVND
7LWOH xx&KLHI ([HFXWLYH 2IILFHU




