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(QYLURQPHQWDO &OLPDWH FKDQJH

&OLPDWH FKDQJH

ODWHULDO WRSLF &OLPDWH FKDQJH 3ROOXWLRQ

INDUSTRY, INNOVATION 13 CUMATE 1 PARTNERSHIPS.
INFRASTRUCTURE ACTION FORTHE GOALS

&

&OLPDWH DPELWLRQ DQG JRDOV

*5

$W ,QGLWH[ RXU FRPPLWPHQWY DUH IXO0O\ DOLJQHG ZLWK WKH JRDOV RI WKH 3DULV

$JUHHPHQW ZKEPKWXIHPVQFRHDVH LQ JOREDOMMWKRREHQDRVEDW LR Y 12XV RAOWPR@H 7UDQVLWLRQ 30DQ
|& 7R DFKLHYH WKLV ZH IRFXV RQ UHGXFLQJRIWKLHYRRXRUHWIDYV *++*

HPLVVLRQV LQ DFFRUGDQFH ZLWK WKH JXLGHOLQHV Rl WKH QWHUJRYHUQPHQWDO

3DQHO RQ &OLPDWH &KDQJH ,3&& DQG WKH 81 )DVKLRQ ,QGXVWU\ &KDUWHU

IRU &OLPDWH $FWLRQ $OVR LQ ZH LQWURGXFHG RXU QHZ VXVWDLQTE

QFOXGLQJ WKH QHZ VFLHQFH EDVHG FOLPDWH W
$GGLWLRQDOO\ LQ ZH GHYLVHG RXU QHZ&FQ(H_R_'Q(\MHRY{%QJQ\MkWLQ%ﬂVgQQ_Q;D%Iﬂ_FK

FKDUWY RXU OLQHV RI DFWLRQ DQG WKH UHVRXUFHV ZH HVWLPDWH ZLOO EH QHHGHG
WR DWWDLQKRKBAR@QV DYDLODEOH DW RXU FRUSRUDWH ZHEVLWH

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

2XU FOLPDWH FRPPLWPH

BURYLGH FLUFXODULW\ VHUYLFHV VXFK
NH\ PDUNHWYV 7KLV ZLOO KHOS UHGXFH
DQG FXW HPLVVLRQV OLQNHG WR PDQXI

2EWDLQ Rl RXU OLQHQ DQG SRO\HV
VRXUFHV DOVR FDOOHG AU EUOBG OR
WR PLQLPLVH HPLVVLRQV LQ WKH FXOW
RI WKHVH UDZ PDWHULDOV

5HGXFH RXU ZDWHU FRQVXPSWLRQ WKU
FKDLQ E\ $QG DFFRUGLQJO\ WKH H
DVVRFLDWHG ZLWK PDQDJLQJ KDQGOLC
GXULQJ PDQXIDFWXULQJ SURFHVVHYV

5HGXFH RXU HPLVVLRQV E\ PRUH WKDQ
RZQ RSHUDWLRQV DQG YDOXH FKDLQ 7
SDUH RXU DEVROXWH VFRSH DQG HP
HPLVVLRQV E\ DQG RXU VFRSH HPL
FKDLQ E\ DW OHDVW ZLWK UHVSHFW

8VH RQO\ WH[WLOH UDZ PDWHULDOYV WK.@‘..‘@;,Vw
DOVR NQRZQ DV SUHIHUUHG PDWHULDO"
UHGXFLQJ DPRQJ RWKHU WKLQJV WKH
FXOWLYDWLQJ DQG SURGXFLQJ UDZ PD

SURWHFW UHVWRUH RU UHJHQHUDWH
WR LPSURYH ELRGLYHUVLW\ 7KLV ZLOO
VWUHQJIJWKHQ WKH UHVLOLHQFH RI HFR
QDWXUDO FDUERQ FDSWXUH

$FKLHYH QHW JHUR HPLVVLRQV UHGXF
FDUERQ IRRWSULQW ZLWK UHVSHFW WR
DUH HPLVVLRQV WKDW DUH HVSHFLDOO
DQG WKDW ZLOO EH QHXWUDOLVHG E\ D
JUHHQKRXVH JDVHYV

,Q DFFRUGDQFH ZLWK WKH GHILQLWLRQ RI LQGXVWU\ EHQFKPDUN RUJDQLVDWLRQV VXFK DV 7H[WLOH ([F
GHOLYHUV RQJRLQJ EHQHILFLDO RXWFRPHV DQG LPSDFWV IRU FOLPDWH QDWXUH DQG SHRSOH WKURXJK D
‘H DOVR LQFOXGH LQ WKLV GHILQLWLRQ ILEHUV WKDW PHHW RWKHU UHTXLUHPHQWY RI H[FHOOHQFH RXWOL

7KH YDOXH FKDLQ LQFOXGHV WKH IROORZLQJ FDWHJRULHV RI RXU VFRSH HPLVVLRQV SXUFKDVHG JRRG
XSVWUHDP WUDQVSRUWDWLRQ DQG GLVWULEXWLRQ FDWHJRU\ ZDVWH JHQHUDWHG LQ RSHUDWLRQV FD\
OLIH WUHDWPHQW RI VROG SURGXFWV FDWHJRU\ DQG IUDQFKLVHV FDWHJRU\ 7KH EDVH \HDU ZDV FK
UHSUHVHQWDWLYHQHVY DQG DPELWLRQ RI WKH HPLVVLRQV LQYHQWRU\

,QGLWH[ *URXS $QQXDO 5HSRUW BWDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

,Q ZH DOVR VXEPLWWHG WR WKH 6FLHQFH Z40.WHBRDMLIGIMRX QL WYRWYYBJ ZRUN LV DOVR HY
6%7LWKH XSGDWH RI RXU FOLPDWH FRPPLWRKHMYHWRP P H QIGORILDRIIY R RWKH 7DVN J)RUFH RQ &
URDGPDS WR DFKLHYH QHW JHUR HPLVVLRQV'LQFORVXWHYV LPEYR U WIDICAK W& DEROMN XV WR DQDO
WKDW VLQFH ZH SUHVHQWHG RXU GHFDUERIQQ DD WRR @ QWD WKHLY WRVARFLDWO G ULVNV DQG

IRU ILUVW WLPH VFLHQWLILF NQRZOHG JHSRQ VKL PDGHF FKBRQHVCDNL RQROWHBW HI\ WKDW L
$FFRUGLQJO\ VR KDV RXU FRPPLWPHQW ZKLFK ZHLIQDYUHHD GO SKQME DVRGPEORPKHWLWLYH LQ WKF
WKH ODWHVW JXLGHOLQHYV

M ORUH LQIRUPDWLRQ 150 WHWWDKBORSSRUWXQLWLHV DUL
FOLPDWH RKWE&ILN 5HSRUW

2XU FOLPDWH FRPPLWPHQW LV DLPHG DW VXSSR!
WKH VHFWRU DQG WKH WH[WLOH LQGXVWU\ WKUR
2QWKH RQH KDQG E\ FXOWLYDWLQJ UHIOHFWLRQ
QHHG WR UHSODFH IRVVLO IXHOV SURPRWH UHQ!
WKH LPSDFW RI RXU XVH RI UDZ PDWHULDOV DQG
KDQG E\ LQYHVWLQJ LQ LQQRYDWLYH SURMHFWYV

2XU &OLPDWH 7UDQVLWLRQ
*5

,Q ZH GHYLVHG RXU QHZ &OLPDWH 7UDQVLWLRC
RXU FRPPLWPHQW WR D PRUH HIILFLHQW DQG FLU
FDSDEOH RI WDFNOLQJ W KMHLKNOR YD MAD E KNP OBDW Q\IK
FRUSRUDWH ZHEVLWH

7KH OLQHV RI DFWLRQ FKDUWHG LQ RXU &OLPDWt
RXU RSHUDWLRQV DQG YDOXH FKDLQ DQG IRFXV

5HGXFWLRQ

7KH PDLQ IRFXV RI RXU DFWLRQV LV RQ DEDWLQJ
HPLVVLRQVY UHODWHG WR RXU SURGXFWV WKURXJ
UHJDUG WKH DFWLRQV ZH KDYH LGHQWLILHG WR
UHGXFWLRQV UHYROYH DURXQG

8VH RI LPSURYHG HQHUJ\ VRXUFHYV
2SWLPLVDWLRQ RI HQHUJ\ PDQDJHPHQW

BURPRWLQJ FLUFXODULW\ DQG WKH XVH RI SUHII

IHXWUDOLVDWLRQ

$FFRUGLQJ WR WKH 6%7L FRPSDQLHV PXVW QHXV
DQ\ UHVLGXDO HPLVVLRGSMUERDHPRNBQQPRG
IURP WKH DWPRVSKHUH

7KH 6FLHQFH %DVHG 7DUJHWV ,QLWLDWLYH 6%7L ZDV ODXQFKHG LQ DV D FROODERUDWLRQ EHWZHHQ
:5, DQG WKH :RUOG :LOGOLIH )XQG ::) WR KHOS EXVLQHVVHV VHW HPLVVLRQV UHGXFWLRQ WDUJHWYV EDV|

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

2XU HIIRUWV LQ WKLV FRQQHFWLRQ ZLOO FRPH IURP EWLLQ\?VHF@QG\'RXWRqGWWWSHV
YDOXH FKDLQ E\ SURPRWLQJ DQG IDVW WUDFNLQJ UHJHQHUDWLYH SUDFWLFHV DQG

LPSOHPHQWLQJ RWKHU QDWXUH EDVHG VROX*VgLRQV

7KH ZHLJKW Rl HDFK OLQH RI DFWLRQ ZLOO GHYHORS DV WKI-F}UDPHZRUNV HYROYH

LQ DFFRUGDQFH ZLWK WKHLU VSHFLILF DYDLQPEEBWYHRBEMFAAMN ESW o PR RTVRBWWLR OV
ZLOO EH FRQVLVWHQW ZLWK WKH VFLHQFH DRG %b® QW R B IHWikh Rix % RRQW KON 0 U v b o X H
QRW EHHQ UHGXFHG PDLQO\ RQ RXU 6XSSO\ &KDLQ 7UDQVIRUPDWLRQ

LPSQHPHQWDWLRQ Rl FLUFXODULW\ DQG HIILFLHC
OLWLJDWLRQ EH\RQG WKH YDOXH FKQYrQ HFWLRQ DQG FRQVHUYDWLRQ RI HFRV\VWHP

,Q DGGLWLRQ WR DFWLRQV LPSOHPHQWHG LQ RXU YDOXH FKDLQ

GHYHORS LOLWLDWLYHV WKDW UHDFK EH\RQG'BKUVEAAR BHNRRRWER, Witk R HBRE

WKH ZRUVW HIIHFWV Rl FOLPDWH FKDQJH HV W kF %%TE\%‘\Q\B%H\AB?@VWIHJOLWLF
ELRGLYHUVLW\ RU WKH ZHOO EHLQJ RI FRPPX@[HV(% HQWUHV
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‘H SURPRWH VXVWDLQDEOH SUDFWLFHV WR LP

su H
HQYLURQPHQWDO LPSDFWV 2XU SDUWQHUVKL3§‘£ V\H W%%F({JSG RXU UHODW
IRUHVWYV DQG IUHVKZDWHU DQG PDULQH HFRVAFWHY

X0 S W@(L{/vg wl_F"I-b\%SH DQG SHU HXL
DJUHHPHRWPRUH WKDQ PLOOLRQ HXURV :HYWOVERFEbL ‘e XWH RESDUHG ZLWK
W

YDULRXV UHJLRQV WR UHVWRULQJ HQGDQJHUH F.RVY\ F H

DIlTHFWHG E\ IRUHVW ILUHV ,Q DGGLWLRQ WRH H QH/ \)Oog(%%}iﬁ\l_{klj_ \pml_ ggﬁ%}(ﬁ_{agﬁ‘w RLHI;/Il

UHVWRUDWLRQ RI ULYHU EDVLQV DQG DTXDWLEFHWV\ﬁ GVI}/\Q%%\&\}VQ l(b\(xliﬁ$ BJ(WI-P\/PIQ%UJDQLF DG
VvV LQ

9LHWQDP VXSSRUW RXU VXSSOLHU SURFHVVHV WR UH
FRQVXPSWLRQ

M ORUH LQIRUPDWLRQWIRSHFWURIOV\ [RQGVHERVONSHPWHVHUYLQJ HFRM\FRGBIGVERUDWH ZLWK LQWHUQ
RUJDQLVDWLRQV GHGLFDWHG WR IRVWHULQJ UH

VWRFNEUHHGLQJ SUDFWLFHV DQG WR SURWHFWI
, QWHULP PLOHVWRQHY DQG HVWLPDWHG LQYHVWPHQW

‘H KDYH VXEPLWWHG WR 6%7L RXU XSGDWHG VWUDWHJ\ IRU FXWWLQJ RXU
HPLVVLRQV DVVRFLDWHGEZIRWVK B XU BMNGXEHVBA

FRPSDUHG WR ‘H H[SHFW WKLV WR KHOS XV DGYDQFH LQ WKH ULJKW
GLUHFWLRQ VR DV WR DFKLHYH QHW JHUR HPLVVLRQV E\ E\ UHGXFLQJ RXU
VFRSH DQG HPLVVLRQV E\ FRPSDUHG WR ZKLOH WKH

UHPDLQLQJ ZLOO EH QHXWUDOLVHG WKURXJK FDUERQ VHTXHVWUDWLRQ
LQLWLDWLYHYV

$vV DQ LQWHULP PLOHVWRQH WR WUDFWFR$HW SURJUHVVY ZH DUH WDUJHWLQJ D

UHGXFWLRQ E\ FRPSDUHG WR 7R WKLV HQG ZH KDYH
GHYHORSHG DQ DPELWLRXV 5RDGPDS ZKLFK ZH HVWLPDWH ZLOO UHTXLUH
ILQDQFLDO UHYVR X UFLHO R R QXBGRMURG/ LQ WHUPV RI FRVW

Rl VDOHV RSHUDWLQJ H[SHQVHYVY DQG WR D OHVVHU H[WHQW LQYHVWPHQWYV

7KLV LPSDFW LV FRQVLGHUHG QRW WR EH VLJQLILFDQW LQ WKH HYROXWLRQ RI WKH
FRUUHVSRQGLQJ UHVXOWY DQG ILQDQFLDO SRVLWLRQ RI WKH *URXS HVSHFLDOO\
FRQVLGHULQJ WKDW LW PD\ EH PLWLJDWHG E\ REWDLQLQJ JUHDWHU HIILFLHQFLHV
ERWK LQ WKH VXSSO\ FKDLQ DQG LQ WKH *URXS V RZQ RSHUDWLRQV

7KLV DPRXQW ZLOO EH LQFRUSRUDWHG LQWR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW XQGHU WKH 2SHL
HIHFXWHG

,W LQFOXGHV VFRSHV DQG WKH IROORZLQJ VFRSH HPLVVLRQV DFFRUGLQJ WR WKH *+* BURWRFRO SX
DFWLYLWLHV FDWHJRU\ XSVWUHDP WUDQVSRUWDWLRQ DQG GLVWULEXWLRQ FDWHJRU\ ZDVWH JHQHU
ZRUNHUV FDWHJRU\ HQG Rl OLIH WUHDWPHQW RI SURGXFWV VROG FDWHJRU\ DQG IUDQFKLVHV FDWH

7KLY DPRXQW ZLOO EH LQFRUSRUDWHG DV FRVW RI VDOHV RSHUDWLQJ H[SHQVHV RU LQYHVWPHQW DV WK

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

6FRSH DQG *+* HPLVVERYV W &FRFH DOVR LQFOXGHV HPLVVLRQV OLQNHG WR

s+* HPLVVLRQV SURGXFWV ZH PDUWNKW HRLVVLRQV DVVRFLDWHG ?

SERSH WUDQVSRUW LQERXQG DQG RXWERXQG ZHUH HT.
FRQVXPSWLRQ RI:K DQG 0:K UHVSHFWLYHO\

6FRSH 0:K DQG 0:K LQ

PDUNHW EDVHG

6FRSH YXUWKHWVRMUHP DWHG HOHFWULFLW\ FRQVXPSWLRC

ORFDWLRQ EDVHG DPRXQWHG WRK DQG EXVLQHVYV WUDYHO FRQVXP

6FRSH 0:K 0:K DQG 0:K LQ

.J &2 ,HT SHU Pt

PDUNHW EDVHG VFRSH (PLVVLRQV FDOFXODWLRQ PHWKRGROR.

§]/F&R2é|:|T SHU & P DRI DY HG ‘H FDOFXODWH DQG UHSRUW WKH ,QGLWH[ *+* HP
WKH JXLGHOLQHV Rl WKH ,QWHUJRYHUQPHQWDO

f/F&Rsz SHU & PDUNHWEED VHG *XLGHOLQHV IRU 1IDWLRQDO *UHHQKRXVH *DV ,Q
‘RUOG 5HVRXUFHV ,QVWLWXWH *+* 3URWRFRO

ORUH LQIRUPDWLRQ RQ WKH FDOFXOPRZ BB PHWK® QRO RRRQHWKH VHFWMERQ
FDOFXODWH RXU WKLVVERDYWH U

6FRSH DQG *+* HPLVVLRQV GR QRW LQFOXGHKAP WERSRUWMIGEWM * HPLVVLRQ DUH FDOFXODWHG |
&RPSDQ\jV ILQDQFLDO FRQWURO DSSURRBFK DQG |

6FRSH DQG *+* HPLVVLRQV 12 +)&V 3)&VD®G DQG DUH H[SUHVVHG LQ XQLW)
HTXLYDOMQW &2

JUDQFKLVHYV 6FRSH
%XVLQHVYV WUDYHO

8VH Rl VROG SURGXFW ODWHULDO S | T

7
=

(QG RI OLIH WUHDWPHQW HW SURFHVYV
Rl VROG SU FWV
W &2, HT
JLQLVKHG 8 X FW
DVVHPEO\ :
2WKHU ; " -—m—_i
5DZ PDWHU . M_——“_wmwwwl
7UDQVSRUW DQG WLRQ H[WUDFWLR -“'"I_-_---—_
XSVWUHDP { 7 i T

5DZ PDWHULDO
SURFHVVLQJ

7KH I2ZWKHUVmMm FDWHJRU\ FRPSULVHV WKH *+* HPL
JRRGV HPSOR\HH FRPPXWLQJ IXHO DQG HQHUJ\ U
LQ RXU RZQ RSHUDWLRQV DQG GRZQVWUHDP OHDV

,Q RXU WRWDO *+* HPLVVLRQV KDYH UHP
5HJDUGLQJ WKH FDWHJRULHV VXEMHFW WR
WKH *+* HPLVVLRQV KDYHRYHRURRVHG EADVH
'XULQJ WKH \HDU WKH &RPSDQ\ KDV PDQDJH
HPLVVLRQVFRPSDUHG WR /ILNHZLVH WK
WKH XVH RI SUHIHUUHG UDZ PDWHULDOV ZK
DOUHDG\ DFFRXQRWHMXHRWRWDO XVHG E\ WK He
XV WR UHGXFH HPLVVLRQV DVVRFLDWHG ZL
E\ VFRSH 7KH JUDGXDO LPSOHPHQWDW L=
7UDQVIRUPDWLRQ 30DQ DV VHW RXW LQ RXU &
XV WR PDNH SURJUHVV LQ UHGXFLQJ HPLVVLRQV DVVRFLDWHG ZLW
WKH VFRSH FDWHJRULHV

+LVWRULFDO VFRSH HPLVVLRQV KDYH EHHQ UHFDOFXODWHG EDVHG RQ PHWKRGRORJLFDO LPSURYHPHQW
FRQYHUVLRQ IDFWRUV PRUH VSHFLILF WR RXU VHFWRU KDYH EHHQ XVHG 7KH\ KDYH EHHQ SURYLGHG E\ 5L\
8QLYHUVLW\ RI &DPEULGJH ORUH LQIRUPDWLRQ DERXW WKH DIIHFWHG FDWHJRULHV LQ WKH (PLVVLRQV FDC

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

+RZ ZH FDOFXODWH RXU HPLVVLRQV

6FRSH '"HVFULSWLRQ OHWKRGRORJ\ (PLVVLRQ IDFWRUV

6FRSH 'LUHFW HPLVVLRQV UHODWHG BFR ¥R X UHFAHW XIQREQ\U DAUKHH F D O F X(QEHN HHGS B D WHPG @YW WRK
GLUHFW FRQWURO RI WKH ,QGIMRMD'V FRY VERKRBEWX\RDL R D I X@ O( @QICU G PHQVWRRBE BV S
ERLOHUV RZQ YHKLFOHV HWFHPLVVLRQ IDFWRUV (PLVVLRQW¥ IDNVWRFLBWHG ZLWK |
FRQVXPSWLRQ LQ VWRUHY DQG LQWHUQDWLRQDO RI|
DV ZHOO DV WKH SRVVLEOH R FOF DM&L2R @R Q LOWVMOH-NM. RR I
OHDNV RI +)& DQG 3)& JDVHV TW®MDLEHLLQ (FROPJILFI
FRQGLWLRQLQJ XQLWV LQ W K F\HW LDRF LIOR RILLHEV LIF BRH Q
LQFOXGHG

6FRSH ,QGLUHFW HPLVVLRQV UHODWHKWEREBR WHKHALW/QRQLNWLRHD DO F XRODVMWH®R @ (BVDH/GH ® @ AWK
HOHFWULFLW\ DFTXLUHG DQG FRQVXPSW LR QVKIHH QMBRWWMI FLW)\ ($5Q HDFKPRINVWNR® D Q
*URXS WKHLU FRUUHVSRQGLQJ HPLVV)BRWRBWRUYV
ODUNHW EDVHG PHWKR
&RQWUDFWXDO LQVWIL
IRU UHQHZDEOH HQHU
33% ($&V HWF

6FRSH 2WKHU LQGLUHFW HPLVVLRQV 'HIMMDDWHG WHROWEKH RW RG KK WIFRGWD LEBW HEIHRQWR Z IRU t
FKDLQ RI JRRGV DQG VHUYLFHV WKHLU GLVWULEXWLRQ VFRSH FDWHJRU\
DQG PDUNHWLQJ RXWVLGH WKH &RPSDQ\

6FRSH $00 XSVWUHDP FUDGOH WR JDWH DIFRMLLVRQ RQWDZ PDWHULDGYJHBDWHWR@\O B U H
&DWHJIRU\ JHQHUDWHG LQ ,QGLWHI[jV VX SFSD00 FRKDLVYH G FED WHKEH RQ WK H W& RD\@ Bl IV QFDIEW & HWW D, QIGR
3XUFKDVHGPDQXIDFWXUH RI SURGXFWV PDGE PYWHWDRPON WRQVXPHG DQG WKH FRUUHVSRQGL
JRRGV DQGFXVWRPHUV )RU JUHDWHU WUBRMSDLR M FWRBSXEOLFO\
VHUYLFHV GLVFORVH WKLV FDWHJRU\j]V LQWR WKH IROORZLQJ
FDWHJRULHY UDZ PDWHULDO B$WQQE®.L RPQ GUDHDNDYHUHLPIOVMBRQV DYRLFYORRODW
SURFHVVLQJ PDWHULDO SURGKFWHL® ® QZWWHSHMA@AHYVARQVXIBMMUROWQG WKH
DQG ILQDO SURGXFW DVVHPEORRUUHVSRQGLQJ HPLVVLRQ IDFWRUYV Hg%HUJ\
FRQVXPSWLRQ LV HVWLPDWHG (I:l@ wid %WE’\W@&WUBE’S

PDWHULDOV FRQVXPSWLRQ UDWRYRYRQPHQW )RRG
$IMDLUV Y

HW SURFHVV DQG FXWWLQJ DQIGVVEFHQFHH BIRDVEHRRL
DUH FDOFXODWHG EDVHG RQ VOIDHI WRWW RI RXUH SBIRG
DSSO\LQJ WKH FRUUHVSRQGLQILWRLOWX& QHND RW R/K H

&DPEULGJH 8QLYHUVLYV

6FRSH (PLVVLRQV JHQHUDWHG DV D URVXOMRAY \BKH FD/OFXOWMRHEG 5URPOW KB ALH) YHRVDNGHFQ
&DWHJRU\ SURGXFWLRQ DQG WUDQVSRUWIDWGRI)VRHWNSIDBBO\LRRGVKH FRUWBVSRRIGW KRB &HQV
&DSLWDO JRRGBFNKDVHG DQG RU DFTXLUHGHPL WKL @R PEIMRU 5LVN 6WXGLHV RI WKH

&DPEULGJH 8QLYHUVLYV

6FRSH (PLVVLRQV JHQHUDWHG LQ WK(P BWRIFRRIQYW RU HH FDOFKWODMHG HEBVHG R QP UWAKHL BQRE D (
&DWHJIRU\ UHILQLQJ SURGXFWLRQ DQG VWQOMQVSRBYDXNARYLR QHIDHY W KD FWRRUWVSRQGLQJ
YXHO DQG DQG IXHOV SXUFKDVHG DQG DHPXMVH & E\| DNFKAHR U V

HQHUJ\ UHGRWSDBQ\ '()5$ 'HSDUWPHQW IRU
DFWLYLWLHV (QOYLURQPHQW )RRG 5
$IIDLUV Y

6FRSH (PLVVLRQV OLQNHG WR WKH XSXWIUWH B P GFXID@WSLRROVD VN RQ Q& R *DRAEFDND MR K/ KV MA
&DWHJRU\ DQG GLVWULEXWLRQ VHUYLFHWDBQXSRHWG EG VDI NLORP HW URHLW WLURIDAWH @ RXIGFE O H T
8SVWUHDP &RPSDQ\ PHDQV RI WUDQVSRUW DORQJ)ZDWHKZRKMN URID HR DLW
WUDQVSRUWDWLRQ HPLVVLRQ IDFWRUYV (PLVVLRQV $FFRXQWLQ
DQG GLVWULEXWLRQ 5HSRUWLQJ Y

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

6FRSH '"HVFULSWLRQ OHWKRGRORJ\ (PLVVLRQ IDFWRUV

6FRSH (PLVVLRQV IURP WKH ILQDO GIK$RWDEDDEBODWHRYPMQMHYV L QWR DFFRXW WHW WHI R
&DWHJRU\ Rl ZDVWH JHQHUDWHG LQ ,QG LHDH K VWK 8 B GRT XZDUMHU YH R ZQD W B & LVR® PAHKCHVI )RR G 5
:DVWH ORJLVWLFV FHQWUHY DQG RZQNIDHFDWRRH AW RO HRFPO WICRRD J BLMK UVKHYFRUUHVSRQ

JHQHUDWHBQ@DVWH JHQHUDWHG LQ FRMWPLYXERQROQ FARRMNY DQG
RSHUDWLR®YQ VWRUHV LV QRW DYDLODEOH DW WKH UHTXLUHG OHYHO RI
LWHPLVDWLRQ

6FRSH (PLVVLRQV IURP WKH WUDQVSRKWIDWERQFXIOBDRELGRR WHD/NHV L QWR DHFRXWY WHW WHI RU

&DWHJRU\ IRU EXVLQHVV UHODWHG DFWLEHWWH§ DLW LRIPK LFFHHOOHYV RZIQW G D(QW S R B W PAMHVE )HRREE D G

%XVLQHVV RRURBHODWHG E\ WKLUG SDUWRHYQWY DQG WKH FRUUHVSRQ&GIUQUUHWLWYVLRQ IDFWR
LV HIWUDSRODWHG WR WKH UHVW RI WKH VXEVLGLD
WKH EDVLV RI WUDYHO H[SHQGLWXUH LQ 6SDLQ

6FRSH (PLVVLRQV JHQHUDWHG DV HP3RRLMHAD PRXPOWH RQ LQYROY H(Y 58V WHLPIDUML R QDAY HRIE
&DWHJRU\ EHWZHHQ KRPH DQG ZRUN GLVWDQFHY FRYHUHG E\ PHDQMQ RL MWRIDRHBR Y RRIBQ G5
(PSOR\HH FRPPXWLQJ SDWWHUQV EDVHG$RQLEWEONYRJIJUDSKLF
FRPPXWLQJ UHVHDUFK

6FRSH (PLVVLRQV DVVRFLDWHG ZLWK(MKVLR G0 DWWV RFVBIWNG ZLWK WKH DVVHWYV RI WKLU
&DWHJRU\ OHDVHG E\ ,QGLWH] SDUWLHY OHDVHG E\ ,QGLWH[ DUH LPPDWHULDO

8SVWUHDP
OHDVHG DVVHWYV

6FRSH (PLVVLRQV IURP WKH GRZQVWURD/PUWMS R Q WSHREU WOBMLRIQ[ LV ZRUNLQJ RQ LPSURYLQJ
&DWHJIRU\ DQG GLVWULEXWLRQ Rl VROG BQWEXEWY FRUSRUDWH VI\VWHPV WR SURYLGH WKLV
‘RZQVWUHDP LQIRUPDWLRQ ZLWK WKH GHJUHH Rl GHWDLO UHTXLU

WUDQVSRUWDWLRQ
DQG GLVWULEXWLRQ

6FRSH (PLVVLRQV IURP WKH VXEVHTXHRQW DBSDQ ¥ DREWOAHD WKRIQGSRRGXFWYV VROG GR QRW QHF
&DWHJRU\ VROG SURGXFWV WUDQVIRUPDWLRQ WR EH XVHG E\ RXU FXVWRPHUYV
BURFHVVLQJ RI

VROG SURGXFWYV

6FRSH (VWLPDWHG HPLVVLRQV IURP WKHLXVHDRIFSORGNLRQVWDNHYV LQO3VR DFF(H?XQWLWQXH HC

&DWHJRU\ VROGHE\ ,QGLWH] FRQVXPHG GXULQJ WKH XVH SKDFWRADNHG RQ

Rl VROG SURGXFWV ELEOLRJUDSKLF UHVHDUFK +LJJ 3URGXFW ORGXOH

OHWKRGRORJ\ -XQH

6FRSH (PLVVLRQV IURP WKH ILQDO GINK$RWDODRIF X0 R &XRWWADRGIE L QWR DHFFRXW WHW WHI RU

&DWHJRU\ E\ WKH &RPSDOQ\ RI XQLWV VROG DQG WKH ILQ D@ GHVR\QLFHDW. RRRED V B

(QG RI OLIH ELEOLRJUDSKLF UHVHDUFK SUIDX VYN DG

WUHDWPHQW RI ODQGILOO

VROG SURGXFWYV

6FRSH (PLVVLRQV IURP ,QGLWH[ RZQHBLMVYRQV URFPVERBZYRWUHDPOQOHBYHGLDY VMWWV LIRU I

&DWHJRU\ WKLUG SDUWLHYV FDOFXODWHG EDVHG RQ HQHUZUBR® VKXIPSQW (FRRO p OG- [

'RZQVWUHDP FRUUHVSRQGLQJ HPLVVLRQ IDEMMR 'HPRJUEILFR Y

OHDVHG DVVHWYV

6FRSH (PLVVLRQV IURP IUDQFKLVHHV7&XUHQH FPWKH. RISMUPRQRXQP SWLRE R | U DRLAKALRAY KD\

&DWHJRU\ RI IUDQFKLVHV EHHQ HVWLPDWHG IURP WKH D)DHWRMWVFRQVXPSWLRQ

JUDQFKLVHV RZQ VWRUHV 7KLV FRQVXPSWLRQ LV PXOWLSOLHG E
UHOHYDQW HPLVVLRQ IDFWRU

6FRSH (PLVVLRQV IURP ,QGLWH[ LQYH\RMPEHSSWODFWEIHWLHV

&DWHJRU\

L, QYHVWPHQWYV

7KH ,QGLWH[ *URXSjV VFRSH DQG HPLVVLRQV KDYH EHHQ LQGHSHQGHQWO\ YHULILHG E\ (

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ
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&RQYHUVLRQ IDFWRUV XVHG IRU WKH FDOFXODWLRQ

WRQQH RI GLHVHO WRQQHV RI RLO HTXLYDOHQW WRH

'LHVHO GHQVLW\ NJ OLWUH '()5$ 'HSDUWPHQW IRU (QYLURQPHQW )RRG 5XUDO $IIDLU
WRH * -

* - N:K

+RZ PXFK HOHFWULFLW\ ZH FRQVXPH LG
ORQLWRULQJ HQHUJ\ FRQVXPSWLRQKHDGTXDUWHUV ORJLVWLFV FHQWUHYV

2XU *OREDO (QHUJ\ 6WUDWHJ\ DSSURYHG LQ XQGHUSLQV RXU YI—BHODWLYH
FRPPLWPHQW WR SURJUHVV WRZDUGV D ORZ FDUERQ HFRIRWDO HOHF \%VWLFI-LN\/HFWULFLW\
<HDU FRQVXPSWL S WAREN XPSWLRQ

7KLY 6WUDWHJ\ DLPV WR SURPRWH WKH UDWLRQDO DQG HIILQLMQW X VNH: }RIPHQHUJP(
WKURXJKRXW RXU YDOXH FKDLQ UHGXFLQJ *+* HPLVVLRQV DQG KHOSLQJ WR
PLWLIJDWH WKHLU HIITHFWV

2XU JOREDO HQHUJ\ FRQVXPSWLRQ LQFOXGHV HQHEDMNHFRAPMXPHG LQ

&RUSRUBWETXDUWHUV DQG LQWHUQDWLRQDORKI IPRHVK HOHFWULFLW\ ZH FRQVXPH DV

2Z2Q ORJLVWLFV FHQWUHYV 5HODWLYH

*OREDO
HOHFWUL MFWUL MFEWULFLW\

% DWLYH
2ZQ IDFWRULHYV <HDU FRQVXPSWEFEV%WS# XPSWLRQ LC

VWRUHV 0 K Pt RUHV

2Z2Q VWRUHYV

,Q RXU JOREDO HQHUJ\ FRQVXPSWIORKQ DPRXQWHG WR
*. Rl ZKLFK 0:K FDPH IURP UHQHZDEOH VRXUFHY
7KLV LPSOLHYW®XFWLRQ LQ UHODWLYH HQHU w
PHWUH DV FRPSDUHG ZLW&- P LQ
(QYLURQPHQWDO ODQDJHPHQW B6\WWHP

+RZ PXFK HQHUJ\ ZH FRQVXPH
(QHUJ\ HIILFLHQF\ LV D SULRULW\ DW RXU IDFLOL

*OREDO HOGHODWLYH 3HOHDUWWLYH HERUYERQ IRRWSULQW DQG UHGXFHV WKH HQYLURQ
<HDU FRQVXPSWERQVXPSWERQVXPSWLRQHUDWLRQV
0:K N:K Pt K E

2XU (QYLURQPHQWDO ODQDJHPHQW 6\WWHP (06
LQWHUQDWLRQDO VWDQGDUG HQDEOHV XV WR D¢

HQHUJ\ DQG WUDQVLWLRQ WRZDUGYV PRUH HIILFLI
EDVH \HDU PRGHOV

"KDW W\SH Rl HQHUJ\ ZH FRQVXPH OV V\VWHFOHPHQWHG DW RI RXU FRUSRUDW!|
DQG RXU RZQ IDFWRULHV D QGUVKHWRRIFN HQWD

<HDU (OHFWULHARIDIMWMXUDO 2WKHU IXHOVSHRSOH RYHUVHHYVY LWV SURSHU LPSOHPHQWDW
HQYLURQPHQWDO ULVNVY OLQNHG WR WKHVH IDFL

,Q DQG QR VLJQLILFDQW SHQDOWLHV RU ILQH\
EDVH \HDU EUHDFKHV Rl HQYLURQPHQW D& UHRIKIOW WLHR GR QF

KDYH IDFLOLWLHV LQ SURWHFWHG DUHDYV

WKH VFRSH RI WKHVH LQGLFDWRUYV KDV EHHQ H[SDQGHG WR LQFOXGH WKH HOHFWULFLW\ FRQVXPS

WKHVH IDFLOLWLHV LQ SUHYLRXV \HDUV LV QRW DYDLODEOH LQ RXU V\VWHPV ZLWK WKH QHFHVVDU\ OHYHO
7KLV LQGLFDWRU UHFRUGY DOO WKH HQHUJ\ FRQVXPHG DW RXU *URXSjV KHDGTXDUWHUV LQWHUQDWLRQEL
YHKLFOHV )XHO FRQVXPSWLRQ LQ VWRUHV LV QRW LQFOXGHG (OHFWULFLW\ FRQVXPSWLRQ LQ VWRUHV KD
RXU ,QHUJ\ SODWIRUP )RU WKRVH VWRUHV RU SHULRGV IRU ZKLFK ZH GR QRW KDYH LQIRUPDWLRQ DYDLOD

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ
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IRZHU LPSDFW FRQVXPSWLHR( KIDJQVG 7KH SURMHFW VFKHGXOHG WR HQWH

HIILFLHQFL DQG RSWLPLVDW LA LSEL WS QL gAY o me sm oo

7KURXJK WKLV LQLWLDWLYH ZH DLP WR JHQHUDV
*3, $) QHFHVVDU\ WR FRYHU WKH DQQXDO HOHFWULFLW

LQ $UWHL[R DQG DOVR WR VXSSO\ FOHDQ HOHFW
/IRZHU LPSDFW FRQVXPSWLRQ LQIUDVWUXFWXUHV

$W RXU &RPSDQ\ ZH DUH FRPPLWWHG WR JHQ)éUDV\VA)_}&{] g@FpMﬁlr_tvvFéH{N%{gggwp(H VWDWHPHQW

IURP UHQHZDEOH VRXUFHV WR KHOS XV UHGYRH, RN WHHHYKRGY B JRYHVY ' RI UHTXHVWLQJ WK
HPLVVLRQV VWDWHP HOW

‘H WKXV LQYHVW LQ JHQHUDWLQJ UHQHZDEOEIRI—iQIIdJUé*M&\}(AJL#?J%Q_'ﬁxéﬁlaw\{yLQJ

FHQWUHV B6SHFLILFDOO\ ZH KDYH IDFLOLWLHV ITRU WKH DWLRQ RI SKRWRYROWDLF

DQG ZLQG HQHUJ\ DV ZHOO DV JHRWKHUPDO,Q @& GRWYbRBQVWR UFPE® HRHMYWILQJ VHOI FRQVXPSW
LPSOHPHQWDWLRQ RI QHZ UHQHZDBEBHBHUQHUJ\ VR

6LQFH ZH KDYH IXOILOOHG RXRI VRIDHD HRO HREEWWOELRDWM DIJUHHPHIQWYK BBH ORQJ WHUP DJUHHP

DW RXU RZQ IDFLOLWLHYV IURP UHQHZDEOH VRMNWREZHWHQ CRRNWPHQV DQG HQHUJ\ SURGXFHUV

FRQVXPHG 0:K Rl HOHFWULFLW\ IURP UHQHZDEOH VRXUFHV DW RXU

IDFLOLWLHVY H[FOXGLQJ WKH HQHUJ\ ZH JHQAKBWHBIUHHPHQWY HQDEOH SURGXFHUV WR ILQI
UHQHZDEOH HQHUJ\ JHQHUDWLRQ LQIUDVWUXFW X

+RZ PXFK HOHFWULFLW\ I[URP UHQHZARDERDROVIRRXUYEMMW MHRU VXEVLGLHY 7KH\ DUH I

FRQVXPH VXVWDLQDEOH DQG ORQJ WHUP LPSOHPHQWDWLR
<HDU Rl HOHFWULFLW\ FRPLQJ IURP BWQHDPNE®OG/ RHUKAVH WZR YLUWXDO SRZHU SXU
SODFH IRU SHULRGV Rl DQG \HDUV ZLWK D W

0: 7KH UHODWHG SURMHFWY DUH LQ WKH GHYHOI

SHQGLQJ ILQDO DSSURYDO DQG ZLOO FRPH RQ V'
EDVH \HDU Q Q Q Q Q

,Q WKH FDVH RI UHQHZDEOH HQHUJ\ FHUWLILFDWHKW WHKD JHHYHREH QRUVWE O CRW X VVWHRKHFRQVXPH UHQF
FDOHQGDU \HDU LQVWHDG RI WKH ILQDQFLDO \HDLRISWRH-R@IE#WWLL\RQHﬁﬁ{WU RSHUDWLRQV ZKLOH F|
JULG :H DLP WR FRQWLQXH ZRUNLQJ LQ WKLV VS

6HOlI FRQVXPSWLRQ DGGLWLRRPDOHQHUDWLQJ QHZ UHQHZDEOH HQHUJ)

6HOlI FRQVXPSWLRQ PHDQV UHQHZDEOH HQH

RU LQ QHDUE\ ORFDWLRQV WR PHHW RXU HQHUJ\ QHHGYV :H XVH SKRWRYROWD

F
0QG 2106 SRZHU VIVWHPY WR RSHUDWH 2Lwil EBRHH RS IBRNBRILACRRL RS HOV U xerouy poe Lt
HPLVVLRQV

,Q ZH KDG YDULRXV DFWLYH SKRWRYROWDLF JHQHUDWLRQ SODQWYV DQG D
ZLQG WXUELQH JHQHUDWRQ: WR D WOSHUFRGXFH@QHUJ\ SWWULEXWH &HUWLILFDWHYV

0:K'LQ ZLWK WKH IROORZLQJ L@VLVQD/G‘@H‘GW%BEL%LH ERXQWHU UHVWULEWLROV LQ WKH LP

0: LQ WKH HPSOR\HH FDU SDUN DW RXU $UWH W/H Z%HIX(IUF VVI!(Dll):b%-WJLd_bWLYHV VXEK
WW @

N: Rl ZLQG SRZHU DW $UWHL[R &HQWUDO EHUV\N_H_ o W KR
$UWHL[R 7THFKQRORJN :%QL /& HQRHDGTXDUWH v RULE00 ER
DQG =DUD 0DQ N: LQ WKH ™NHPLSHW Kt GWRISIH
FHQWUH: LQ WKH 7HPSH 6 FNQMQ MW D) GDUDFKD
IDEULF ZDUHKRMVHQDWIKH FDQWHHQ RI 3X00 %HDU KHDGTXDUWHUV LQ
1DUNQ ,Q DGALWIRRQVKHUPDO HQHUJ\ ZDV JHQHUDWHG E\
JHRWKHUPDO VRXUFHV DQG VRODU SDQHOV LQ RXU $UWHL[R &HQWUDO 6HUYLFHV
DQG 7RUGHUD IDFLODWKLH® LQ

$QRWKHU QRWDEOH VHOI FRQVXPSWLRQ LQLWLDWLYH LV WKH GHYHORSPHQW RI WKH
2XWHU 3RUW :LQG )DFULWRQQDBERKRRDXFIDRQ ZLWK WKH FLW\jV 3RUW

7KH LQYHVWPHQW SODQ QI® RFD WHG \RIWD WKLYV SURMHFW LV LQFOXGHG LQ WKH HVWLPDWHG LQYHVWPHQ
*URXS LQ WKH &RQVROLGDWHG 'LUHFWRUVj 5HSRUW ,QIRUPDWLRQ UHJDUGLQJ WKH NRWHFLDO \HDU LV

$GGLWLRQDOLW\ LV D IHDWXUH RI SRZHU SXUFKDVH PHFKDQLVPV GHVLJQHG WR HQFRXUDJH WKH FRQVWU}
RWKHUZLVH QRW QHFHVVDULO\ EH GHYHORSHG

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ
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7KHVH FHUWLLYVKDMVGHEA D WKLUG SDUW\ FHUW$PRWK DMWK BVWHS BER VM HSBJDFWLFHYV LV WKH DSSOLFD
DPRXQW RI HOHFWULFLW\ KDV EHHQ JHQHUD WXGW D R®DEKGHZ D E OIHWHEXWMUHD/O FULWHULD LQ Wi
2WKHU WKDQ LQ H[FHSWLRQDO IHZ FDVHV UKGPBIXKOM WMWY JI\QURPW KH Q FH ZH KDYH EHH
FHUWLILFDWHY ZH XVH LV JHQHUDWHG LQ WK\EDBRW H® BFWR U 5IDWQF A DALNHWWZHIH BRWWK BLG HO\
HOHFWULFLW\ LV FRQVXPHG FRQVWUXFWLRQ VWDQGDUGY VXFK DV WKH /((' FI

WKH 86 *UHHQ %XLOGLQJ &RXQFLO
.Q PRUH WKBQWKH HQHUJ\ DWWULEXWH FHUWLILFDWHY ZH DFTXLUHG

PHW WKH UHTXLUHPHQWY HVWDEOLVKHG E\
&'3

3KDVLQJ RXW IRVVLO IXHOV

2XU GHFDUERQLVDWLRQ VWUDWHJ\ DLPV WR
DV QDWXUDO JDV 7R DFKLHYH WKLV ZH SUR
IXHO EDVHG VA\VWHPV 7KLV VWUDWHJ\ FRPE/
UHQHZDEOH HOHFWULFLW\ LPSOLHV D QHDU 4#&

,Q ZH ODXQFKHG D FROODERUDWLYH SURM
%HQV WKH SXEOLFO\ RZQHG ZDWHU WUHDW
PHWURSROLWDQ DUHD RI $ &RUX3D WR FRQ
ZDVWHZDWHU LQWR ELRPHWKDQH

‘H DUH DOVR FXUUHQWO\ GHYHORSLQJ QHZ
RSWLPLVDWLRQ K\GURJHQ JHQHUDWLRQ DQ
VOXGJH $W WKH VDPH WLPH ZH DUH DOZD
SURMHFWY WKDW ZLOO DOORZ XV WR FRPSO
FRQVXPSWLRQ DW RXU KHDGTXDUWHUYV DQG

(IILFLHQF\ LQLWLDWLYHV DQG

(ILFLHQF\ LQ FRUSRUDWH KHDGTXDUWHUV
IDFWRULHYV

(QHUJ\ HIILFLHQF\ KHOSV XV WR FRQWURO W,
WKH DLP RI UHGXFLQJ LW DQG PLWLJDWLQJ
+HQFH ZH PDNH WKH QHFHVVDU\ LQYHVWPH{
SODWIRUPV DQG ZH SURPRWH EHVW SUDFW

7KH DFTXLVLWLRQ RI WKHVH FHUWLILFDWHYVY WR WKH H[WHQW WKDW WKH\ FRYHU WKH HQHUJ\ FRQVXPSWL
WKH KHDGLQJ RI 2SHUDWLQJ ([SHQVHV DW WKH WLPH RI WKHLU DFTXLVLWLRQ
$00 WKH FHUWLILFDWLRQV DUH FXUUHQWO\ YDOLG

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ
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/((' DQG %5(($0 FHUWLILFDW
GLVWULEXWLRQ FHQWUHV D
KHDGTXDUWHUYV

/((" 3SODWLQXP &HUWLILHG

,QGLWH[ 'DWD 3URFHVVLQJ &HQWL
=DUD FRP VWXGLRV LQ $UWHL[R

/((' *ROG &HUWLILHG

,QGLWH[ *URXS V &HQWUDO 6HUYL
=DUD /RJ VWLFD RIILFHV

=DUD /RJ VWLFD FDQWHHQ

3XO0O0 %HDU KHDGTXDUWHUV
&DQWHHQ LQ WKH 3X0OO0 %HDU KHL
&DEDQLOODV ORJLVWLFV SODWIRI
ODVVLPR 'XWWL KHDGTXDUWHUV
ODVVLPR "XWWL ORJLVWLFV FHQW
2\VKR KHDGTXDUWHUV
6WUDGLYDULXV KHDGTXDUWHUYV
/IRJLVWLFV FRQQHFWLRQ KXE DW /

/((" 6BLOYHU &HUWLILHG

$ /DUDFKD IDEULFV ZDUHKRXVH
/HO\VWDG LURQLQJ IDFLOLW\

/((" &, &HUWLILHG &HUWLILHG

,QGLWH[ *URXSjV &HQWUDO 6HUYLFHV IDFLO
SKDVHV , ,, ,,,

&HUWLILHG
%5(($0 (6 ,Q 8VH

7THPSH EXLOGLQJ

,Q DGGLWLRQ ZH FRQWLQXH WR FHUWLI\ RXU IDF
LQWHUQDWLRQDO VWDQGDUG ,62 ZKLFK GLV)
VXVWDLQDEOH HQHUJ\ PDQDJHP RQW &K WHR\D\OH V
6HUYLFHVY WKH $ /DUDFKD ORJLVWLFV SODWIRUP
ORJLVWLFVY SODWIRUP /HuQ ORJLVWLFV SODWIRU
KDYH UHQHZHG RU REWDLQHG WKLV FHUWLILFDW|

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ
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(INLFLHQF\ DQG VXVWDLQDELOLW\ LQ RXU VWRUBGGLWLRQ WR WKH HQYLURQPHQWDO LPSURYH

(QHUJ\ HIILFLHQF\ DQG WKH LPSOHPHQWDWL%&%%%WS@%%O\%ﬁEﬁgD RL%I%@?L%ﬁt(&%%SSSUOTYFI;

LQ RXU SK\VLFDO DQG RQOLQH VWRUHV

$FFRUGLQJO\ ZH SHULRGLFDOO\ UHYLHZ RXU7§vVVDFbEHng\OVERBéYJ%QV\W(mLI{’H?L%?\ DUHDV
EHVW SUDFWLFHVY DQG LPSOHPHQW QHZ SURJ%Q%&&Y(JB%@QQ“W%WPSWLRQ
HV

LPSURYHPHQW DQG SURJUHVV LQ WKH VXVWDLQDELOLW\ Rl RXU VWRU

‘H SURYLGH LQIRUPDWLRQ WR RXU VXSSOLHUV R

SW SUHWVQRUH v KEYH /(" 30DWL QO IFHUWLILEBWLRQFRQVXPSWLRQ WKURXJK DQ RQOLQH SOD
ROG FHUWLILRDW ARSI (BQEHUWLILFDWLRQ WKH HOWLUH LQGXVWU\ WKURXJK RXU FRUSRUD)\

$OVR QRWDEOH LV WKDW ERIVRKH lRZQ RWRUHV Z/RYH WKk v VDPH FKDQQHO WR PDNH DYDLODEC

FRQQHFWHG WR WKH FHQWUDO ,QHUJ\ SODWIRUYR £ GHIEK \RPOPREM R4 W R FREH MR WLRQ zZLWwK
DQG RSWLPLVH HQHUJ\ FRQVXPSWLRQ LQ RUGHYWR FHRARMW VRO R RRpPsoH oHzZ G\
JIHZHU UHVRXUFHVY DQG WKHUHIRUH ORZI
VLRQV

$WPRVSKHULF HPLVVLRQV IURP FRPEXVWLRQ HTXLSPHQW DW RXU ORJLVWLFV

FHQWUHV VXFK DV KHDWLQJ ERLOHUV DQG VWWHKH @ RHPYXWHYUHRV RXGHFWHHRDFLQJ HTXLSPH
UHJXODU FKHFNV DQG LQVSHFWLRQV E\ DXWKRWHWPE FRQW URIOHERGR FINU AAMWHQDQFH RI HT
HQVXUHY WKDW RXU DWPRVSKHULF HPLVVLRQ¥URGCIORAWHM @XFKRIH ¥DHIER Q

PRQR[LGH &2 QLWYRBHQVROSKXKULBURPIGH 62

ZLWKLQ WKH HVWDEOLVKHG OLPLWYV SHSODFLQJ IRVVLO IXHOV

ORUHRYHU WR PLWLJDWH WKH QRLVH OHYHO\P BV B RGHEY ER R 1 WK ¥ VP W WLHEDW PRiQW KH XV
DQG VXSSO\ Rl RXU SURGXFWV DW QLJKW zH KWVRD ' EBYWRDGEEY 4H X PREOWPIH RXU VXSSOL

$WPRVSKHULF HPLVVLRQV DQG QRLVH SROOX\@[:;I{{@

3URWRFRO LQ SODFH HTXLSPHQW DQG ZKHUH QR RWKHU RSWLRQV DU
DOWHUQDWLYH IXHOV VXFK DV FHUWLILHG ELRPI
6XSSO\ &KDLQ VROHO\ DV D YDOLG VROXWLRQ IRU JHQHUDWLQ:

7KH 6XSSO\ &KDLQ 7UDQVIRUPDWLRQ 30DQ LV:MLYMPR MR WU Wb W KR IDFLOLWLHV LQ RXU \
DFKLHYHPHQW RI WKH FOLPDWH REMHFWLYHYVEWKRWZHERR Y YW We\ 26+ BV VRK S URSULHWD U\ W
HVVHQWLDO WRROV RI WKH 30DQ OLHV LQ WKH \HQXMPRHQRNH @WEOW- RBURKHPORQWSWRQRY DU vw

WKDW DUH GHYHORSHG LQ FROODERUDWLRQ Z &K MITHWRD WR H DEI® IRW IERRY B 1LWKEK U VXSS 0\ FK
VXSSOLHUV DQG PDQXIDFWXUHUV LQ RXU VXSSO\ FKDLQ

8VH RI UHQHZDEOH HQHUJLHV
JXUWKHUPRUH LQ UHODWLRQ WR HQHUJ\ PDQDJHPHQW WKH REMHFWLYHV WR EH

DFKLHYHG E\ WKH IDFLOLWLHV SDUWLFLSDWLQR LRVWHIH WPISH ROYHSRO-RQ WHRMD R V IDHGH WIKEO H H Q|
IROORZLQJ SURYLGH LQIRUPDWLRQ WR RXU VXSSOLHU FOXV
UHQHZDEOH HQHUJ\ WKH UHOHYDQW UHJXODWLI
7R LQFUHDVH WKH SXUFKDVH DQG RU JHQHURWCRR K HQW E bW RHIGWE FRRFYQJ TURP
UHQHZDEOH VRXUFHV
%\ GRLQJ VR ZH DLP WR JLYH WKHP WKH WRROV

D
7R UHGXFH WKHUPDO HQHUJ\ FRQVXPSWLRQ Y@ YHOEWIR QMR MWRWURQADU\Q WKHLU RSHUDW
WKHUPDO VRXUFHV

$V D UHVXOW ZH H[SHFW WKDW E\ DW OHDVW
7KH IDFLOLWLHYVY WKDW SDUWLFLSDWH LQ WKLQ/QS#J@@%pjﬂ:ﬁ,l;kl@ﬁ@yl-s@QF@E/WH@Q_éCh% WRssO\ T
K

DFKLHYH WKHVH REMHFWLYHV IURP WKHLU VWPHNADIE SRIL QAW X V KU Bl FRIDAIW H U @\
PRQLWRULQJ RI HQHUJ\ FRQVXPSWLRQ LV FDUULHG RXW

7R HYDOXDWH LWV GHJUHH RI SURJUHVV ZH UHO\ RQ D QHWZRUN RI H[SHUWYV ZKR
WRJIJHWKHU ZLWK RXU LQWHUQDO WHDPV DQDO\WVH WKH YLDELOLW\ RI WKH DFWLRQ SODQ
YDOLGDWH LWV LPSOHPHQWDWLRQ FRQGXFW IROORZ XSV DQG SURYLGH DGYLFH DW DOO
WLPHV

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ
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RI WKLV IXHO SURGXFHG E\ 5HSVRO LQ DOO LW
Rl =DUDJR]D

ZWKHU FROODERUDWLRQVH WRH pddlgl-)&gd_é)ERUDWHG ZLWK ODHUVN 5(1
HPLVVLRQV LQ WKH VXSSOJHE KIDd Q QN LQ VRXWKHUQ 6SDLQ 7KLV FR

ODGULG XVLQJ VHFRQG JHQHUDWLRQ ELRIXHOV L(
EHWZHHQ $OJHFLUDVY DQG &RUGRED DQG UHQHZE

EHWZHHQ &RUGRED DQG ODGULG
,Q ZH KDYH MRLQHG WZR VSHFLILF SURJUDPPHV RI WKH

8QLWHG 1DWLRQV )DVKLRQ ,QGXVWU\ &KDUWHFYWVRUZEOERDWHERWOLMRIQ ZLWK &)/ PXOWLPRG

. R%DQ LQWHUPRGDO FRQQHFWLRQ EHWZHHQ 62Wt
%DQJODGHVK 3HHU SFWPLVRW R FRODHFWLBHA\S 06 7KLYV FROQOHFWLRO LV XVHG LQ WKH GL

KLV
PRYH WRZDUGV D SODQQHG VWUDWHJ\ %@%EQQVWI?R{%I\%FWé(U \g—g@é/

FRDO ,Q DGGLWLRQ DW ,QGLWH[ ZH FR § WKH WLRQ

DQG GHYHORSPHQW RI UHQHZDEOH HQHUJ\ VB XUFHY L WIKK y FROODERUDWLRQ ZLWK WK
IR SR QAR TN &HQWUH ZKRVH PLVVLRQ LV WR KHOS TXDQWLI\ L

1HW =HUR 3DNIPMMWR PDNH WKH WH[WLORLYYEESQP¥E GHFDUERQLVDWLRQ VWUDWHJILHV

LQ 3DNLVWDQ PRUH UHVLOLHQW DQG UHIBMYW QY LRV HRRAPEHUV RI WKH 6XVWDLQDEQ

LOQWHQVLW\ RI WKH 3DNLVWDQL WH[WLOH%G WRy§URPRWH WKH WUDQVLWLRQ WR D JHUR
SDUWQHUVKLS ZLWK VXSSO\ FKDLQV

,Q DGGLWLRQ ZH KDYH)BDUMOL MRBSBWHBQ Q WKH

FDPSDLJQ E\ VLJQLQJ WKH RSHQ OHWWHUHSDEVR BWVRE FOMH &28VWDLQDEOH DOWHUQDWLYH
LQ 'XEDL 7KLV FDOO IURP PRUH WKDQ FRPPXMHWHW XEEHXVHWWHLF YHKLFOH FKDUJLQJ V
JRYHUQPHQWY WR DGGUHVV WKH FRP SO HMA) HOLHPL QORI QV IRF WKHQWUHV D QBXB X0 IR¥® 1D

XVH RI IRVVLO IXHOV DQG WKH LQFUHDVH RQHVWK DX}/ H: R IURP UHQHZDEOH VRXUFHV PRUH
UHQHZDEOHY DQG HQHUJ\ HIILFLHQF\ N:K LQ

(IILFLHQF\ LQ WUDQVSRUW DQG GLVWULEXWI

$W ,QGLWH[ ZH DUH HQGHDYRXULQJ WR PDNt
VXVWDLQDEOH

KHOS XV WR PLQLPLVH LWV LPSDFW DQG UHC
GLVWULEXWLRQ DQG ORJLVWLFV RSHUDWLRC

(OHFWULILFDWLRQ QHZ IXHOV DQG IOHHW
$QDO\VVLYV RI VKLSSLQJ IORZVY DQG SURPRWL
7UDQVSRUW RSWLPLVDWLRQ

,Q ZH VLIQHG DQ DJUHHPHQW ZLWK ODHUV
IRRWSULQW LQ PDULWLPH WUDQVSRUW 7KL\
FRPSDQ\ ZLOO XVH DOWHUQDWLYH IXHOV LQ
PHWKDQRO RU VHFRQG JHQHUDWLRQ ELRIXH
IRU HYHU\ OLWUH RI IXHO FRQVXPHG DFFRU
JRDO LV WR XVH DOWHUQDWLYH IXHOV IRU D
E\

7KDW LV ZK\ ZH KDYH VHYHUDO OLQHV RI DF“

$W WKH HQG RI 2FWREHU DQ DJUHHPHQW ZDV UHDFKHG E\ $WODV $LU DQG
5HSVRO WR VXSSO\ VXVWDLQDEOH DYLDWLRQ IXHO 6%$) VR DV WR GHFDUERQLVH D

SRUWLRQ RI WKH FDUJR IOLJKWYV WKH DLU IUHLJKW FRPSDQ\ FDUULHV RXW IRU ,QGLWH]
IURP =DUDJR]D $LUSRUW $V D ILUVW VWHS $WODV $LU ZLOO LQLWLDOO\ LQFRUSRUDWH

(OHFWULFDO FRQVXPSWLRQ E\ HOHFWULFDO YHKLFOH FKDUJLQJ SRLQWV LQ *URXS FHQWUDO VHUYLFHV ID

,QGLWH[ *URXS $QQXDO 5HSRUW

6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

SLVNV DQG RSSRUWXQLWLHY DULVLQJ IURP
FOLPDWH FKDQJH

*5

7KH DVVHVVPHQW DQG PDQDJHPHQW RI FOLPDXUH IEPPOZIR WNVRY GDGDORQUQIQBLYNY DQG RSSF

RSSRUWXQLWLHYV JLYHV XV HVVHQWLDO LQIRD® DMLHRE 2 R/ K PABKUHR Y FRRFUP 8 B BIDW.RRQYYV R1 WKH 7

DQG DFKLHYH DQ HIILFLHQW PDQDJHPHQW )LQDQFLDO 'LVFORVXUHV 7&)' DQG RWKHU VWDQ
$FFRUGLQJO\ WKHUH IROORZV DQ RXWOLQH RI R

)XUWKHUPRUH WKLV SURFHVV KHOSV XV WR WRMWHg) ' FEIQMEBD © WH RQWLLD WRILIR DWIH/N PD QD JH

FKDQJH DFWLRQ HQKDQFLQJ WKH WUDQVSD UHRF WDIURKWHQGHDYRXUV RQ WKLV

IURQW

==

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

&OLPDWH ULVNV IRU RXU *URXS

3K\WVLFDO ULVNYV

$FXWH
&DXVHG E\ QDWXUDO HYHQWV LQFOXGLQJ PRUH VHYHUH H[WUHPH ZHDWKHU HYHQWYV OLN

&KURQLF

/IRQJ WHUP FKDQJHV LQ ZHDWKHU SDWWHUQV WKDW PD\ FDXVH DQ LQFUHDVH LQ VHD OHY'
RWKHU SKHQRPHQD

7KHVH SK\WLFDO ULVNV PD\ FDXVH GDPDJH WR PDWHULDO JRRGV DQG GLVUXSW WKH VXSS
&KDQJHV LQ WKH DYDLODELOLW\ RI ZDWHU UHVRXUFHV
9XOQHUDELOLW\ LQ UHVSHFW RI RWKHU VSHFLILF UHVRXUFHV RU UDZ PDWHULDOV RQ ZK
SRWHQWLDO GLVUXSWLRQ LQ VKLSSLQJ URXWHYV
RUNHUV KHDOWK DQG VDIHW\

7TUDQVLWLRQ ULVNV

ODUNHW

7KH PDUNHWYV ZKHUH ZH RSHUDWH PD\ EH DIIHFWHG E\ FOLPDWH FKDQJH LQ GLIITHUHQW 2ZC
WKH VXSSO\ DQG GHPDQG RI FHUWDLQ UDZ PDWHULDOV ZH XVH LQ RXU RSHUDWLQJ SURFH

5HIXODWRU\ DQG OHJDO

*RYHUQPHQW SROLF\ DFWLRQV RQ FOLPDWH FKDQJH FRQWLQXH WR HYROYH WRZDUGV D O
IDOO LQWR WZR FDWHJRULHV LQLWLDWLYHYVY DLPHG DW UHGXFLQJ JUHHQKRXVH JDV HPLV)
DGDSWDWLRQ ,Q WKLV VFHQDULR WKH *URXS V FDUERQ IRRWSULQW WKURXJKRXW LWV YI
SULFH RI FDUERQ

$QRWKHU PRXQWLQJ ULVN LV OHJDO LQ QDWXUH ,Q UHFHQW \HDUV WKHUH KDV EHHQ DQ
H[SRVHG WR WKH ULVN Rl QRW EHLQJ DEOH WR PLWLJDWH WKH LPSDFWV Rl FOLPDWH FKD
WKH ILQDQFLDO LPSOLFDWLRQV RI FOLPDWH FKDQJH

THFKQRORJLFDO

,Q WRGD\ V IDVW HYROYLQJ WHFKQRORJLFDO ODQGVFDSH WKH *URXS PD\ EH H[SRVHG WR
LQYHVWPHQWY LQ RSHUDWLRQV DQG LQIUDVWUXFWXUH WR DGDSW WR FOLPDWH FKDQJH
REVROHVFHQFH RI H[LVWLQJ DVVHWYV LQ LWV RZQ RSHUDWLRQV WKDW DUH QRW VXLWHG VW
IDFH WKH VDPH ULVN ZKLFK FRXOG HYHQWXDOO\ EH SDVVHG RQ WR WKH *URXS WKURXJK

S5HSXWDWLRQDO

$V WKH SDFH RI VRFLHW\jV WUDQVLWLRQ WR D ORZ FDUERQ HFRQRP\ VSHHGV XS DQG SXE!
PD\ FRPH XQGHU LQFUHDVLQJ VFUXWLQ\ HVSHFLDOO\ LI WKH *URXSjV WUDQVLWLRQ RU W
PHHW WKH PDUNHWjV H[SHFWDWLRQV

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

&OLPDWH JRYHUQDQFH 6WUDWHJ\

2XU FOLPDWH JRYHUQDQFH LV DLPHG DW HQMWXW LQG LWHKID WZW RMHD U HVD VF PRSSUHKHQVLYH DSSURD
RSSRUWXQLWLHY OLQNHG WR FOLPDWH DUH BGHAXWWHGEHQY DB NRW G QMR LRAHHW WIKIHQJ WKH DVV
FKDOOHQJHYVY SRVHG E\ FOLPDWH FKDQJH WR HQVXUH D UHVLOLHQW ORQJ PHGLXP DQG VI

,Q WKLV UHJDUG RXU VXVWDLQDELOLW\ VW UDYWHE O DRIBWRIXULFVOILBDWH FREQWHPHWKRGRORJ\ L
SROLFLHY DUH DSSURYHG E\ WKH %RDUG RI '8 QHFMURUW \WRKH.BREWLGHBIMREHQWUH IRU 5LVN 6
OHDGHUVKLS DQG LQWHJUDWHG LQWR RXU &RRSDOOQOWV BRDGHIPVY BROWQWWGLVLOLHQFH WR
GHFLVLRQ PDNLQJ SURFHVVHYV DVVHVVPHQW XQGHU GLIIHUHQW VFHQDULRY LQ V
\HDUV DQG ORQJ WHUP PRUH WKDQ \HDUV
2XU 6XVWDLQDELBYWDERDERBE RXU JRDOV IRU DGYDQFLQJ
WRZDUGV D ORZ FDUERQ HFRQRP\ 7R HQVXUHRAKWK W \RHOU ¥ X VDNDIDLROZD/E XU LWR KROLVWLFDOO\ D
DFWLRQV DUH DOLJQHG ZLWK WKHVH REMH F VDIQWHIVF L\8 B W % RIKWHGUR M N ID OV RRISSSRUW X QLWLHV L
FRQGXFWV TXDUWHUO\ UHYLHZV WDNHV LQWR DFFRXQW WKH ODUJH VFDOH DQG O
FKDQJH DV ZHOO DO/LIWKIE DY VEYEVWKH SODQQLQ.
,Q WKLV ZD\ ZH DGGUHVYV WKH FKDOOHQJHV RNFOL WX FKDEX$ E\ HQVXULQJI LWV
LQFOXVLRQ LQ VWUDWHJILF DQG RSHUDWLRQDO GHFLVLRQ PDNLQJ SURFHVV
$QDO\VLV RI WKH VFHQDULRYV

&OLPDWH JRYHUQDQFH IROORZV WKH VDPH SURFHVVHY DQG LV FRQGXFWHG |
BRI \YRB W N EHRRPWRY WR XQGHUV

WKURXJK WKH VDPH ERGLHV DV DOO RWKHU \:/&\)(\A\/HL%B
FOLPDWH FKDQJH RQ RXU &RPSDQ\ :H FDQ WKHQ

VWUDWHJILF SODQQLQJ ULVN PDQDJHPHQW DQG [

¥ PKD0IH IRYHUODOFH WKH DVVRFLDWAG UnvsRoYIEL ol My odbl HRHELR I AR BUDER UBWERQ 21w
RYHUVLJKW SURFHVVHV LQ WKH UHOHYDQW LQIRIDRRYEGdHoOWERHB O NH ik WWHKFHU KHDGZD\ LQ WKH U
*RRG &RUSRUDWH R R WHU § C5QISHR U W DQG EH DEOH WR LQFOXGH LQ RXU DQDO\VLV WKF
UHVXOW IURP LPSOHPHQWLQJ RXU SURJUDPPHV W
IRRWSULQW

7KH HPLVVLRQV SDWKZD\V XVHG LQ RXU DQDO\VL
WR WKH ODWHVW GDWD SXEOLVKHG LQ WKH 6L[W]
,QWHUJRYHUQPHQWDO 3DQHO RQ &OLPDWH &KDQ.

,Q 5LVLOLHQFH XSGDWHG VHYHUDO RI LWV PF
UHJXODWRU\ DQG OHJDO OLDELOLW\ ULVNV 7KHV
LPSURYHPHQWY LQ WKH GDWD VKRZLQJ RXU H[SR
IDFLOLWLHV HWEF SURYLGH D UHYLVHG YLHZ RI

7R DVVHVV WKH SRWHQWLDO LPSDFWV RQ ,QGLWt
WUDQVLWLRQ ULVNV ZH XVHG ILYH VFHQDULRYV Z
SDWKZD\V

1RSROLFLHV I |& E\
&XUUHQW SROLFLHV |& E\

$QQRXQFHG SROLFLHV |& E\
3DULV $JUHHPHQW [& E\
3DULV $JUHHPHQW DPELWLRQ |& E\

7KH WLPH KRUL]JRQV ZHUH HVWDEOLVKHG RQ WKH EDVLV RI WKH XVHIXO OLIH RI WE&RWHNVHWVFFRXQWKIHQED C
SULQFLBEOBWRSHUW\ SODQW DQG HTXLSPHQW ZKLFK LV UHYLHZHG DQQXDOO\ 7KH XVHIXO OLIH RI WKH *UF

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

$QDO\WHG 6FHQDULRYV

(1'lHFW RQ *+* HPLVVLRQV

I1HW 1HW
LQ LQ LQ LQ LQ

1R SROLFLHYV &XUUHQW SROLFIRI®LFLHY DQQRXQBHG $JUHHPH@WULY $JUHHPHQW
$VVXPHV DQ LQF&RI@PWHQAXDWLRQ,RF®XGHY WKH FRQUOH@WZLWK wRREDLRQ
HQHUJ\ FRQVXP SWIURIGI QWAGVUHQ G RRPPWW FGHRQ WV DIIJGHHPHQW ZKLFKIHQW DQG UDGLFDO
HPLVVLRQV E\ WRHZHYRORFLHV RREMHFQIHVHY SXEBTYKHIGY UDSL G MMEVIERBDWHYV SRQVH
WKH FHQWXU\ ZWWKWXGWH[LVWL¥XRQBY WKRVH BKHDQQHA QQVKH HBFXLUWLQJ D VZLIW DQG
GHFDUERQLVDWLRQ SROLFLHV WKH 1DWLRQDOOAVWHP WHFKQRORWHPQE RYHUKDXO RI W
"HWHUPLQHG EHKDYLRXU HQHUJ\ VIVWHP DQG
&RQWULEXWLRQV 1'&V VZHHSLQJ FKDQJHV LQ
VRFLHW\ DV ZHOO DV PR
LQYHVWPHQW LQ
WHFKQRORJLFDO LQQRYD

(DFK SDWKZD\ GHYHORSY D VRFLRHFRQRPLF ODWKR® RMHOQBODVICQADILOBHIFOLDWRWPSDFW YV

FKDQJHV HQHUJ\ SURVSHFWV RU WHFKQROR?EQ@%E%&/BEW% ER\X/HH%\BI(_?DO LPSDEWV RI WKHVE

H[LVWLQJ GDWD VRXUFHV DQG OLNHOLKRRGI HVHQWDWLRQ RI WKH *URXS ZH |
 Houv pHeixe DUV D06 0RGs PRULEARW O lEr i YRIXEE GRS bwHe zLw
\Y I\-I\VE) W H; YDOXH FKDLQ LQFOXGLC

KRULIRQV VIQWKHWLF UDZ PDWHULDOV DQG WKH JHRJUDSKI

$FFRUGLQJ WR WKH DQDO\VLV RXWFRPH LQ WKRZVKRWYHAYWRY R Uy kMR VAFWRULHV GLVWULEX
VLJQLILFDQW LPSDFWV UHODWLQJ WR FoLPDWHENMKBIYH DEJ'I*—iRFW%éﬁlEEvﬁ_HF\/PF’z\'GRZQ RIWKH EX\
WUDQVLWLRQ ULVNV &RQVHTXHQWO\ LQ wkHFFYMEROWH RYDY & v UV W VEG . vn 1IRR G

OLNHO\ WR HYROYH DW D IDVWHU SDFH DV D X R A4 UHJ R U\
[UDPHZRUN LQ HQHUN VXSSO DQG GHPDQG | %ﬁﬁ&%F%;@ﬁgﬁ%iﬁ%ggffﬁ%ﬁwZDHVHVXP,
PRVW DPELWLRXV GHFDUERQLVDWLRQ SDWKi‘D L 9 IT'-'Q H VLRH\EJ Q
UHGXFWLRQV UHVXOW LQ SRWHQWLDOO\ JUHPYH Y WYBAYRWHARWEUWKRGRORI \LHOGY WKH

,Q WKH VKRUW WHUP XS WR ILYH \HDUV SKl_\|/ \A—/ D&E'&ﬁl % ﬁvl \{ IEHFEDIB%F%W 9DOXH DW
FKDQJH GRHV QRW VLJQLILFDQWO\ YDU\ DFUE! ’}\ﬁﬁ \Zy{ X 6\'/—'\IK \b LWDWHV Wk
8QFHUWDLQW\ DERXW FOLPDWH SDWWHUQYV L?O 5; WLPH K %H’ QV LQFUHDVHYV

WKH SUREDELOLW\ RI WKLV ULVN

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ
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7KH GLIITHUHQW LWHPV LQ WKH *URXS|jV LQFRPHXVWBDWHPHNIWP RGBEULQDZYV D FRPSOH[ GLVFLS
PDWHULDOV FRVWV WUDQVSRUW DQG GLVWULEMRU K@ FRYWDLQWEHEH QW H DD SR@\DHO YDULDE!L
FRVWYV DPRQJ RWKHUV DUH WUDQVODWHG LRMRKHDN® LIREH LPGIHDE WM UHDOLW\ DQG WKH L
YXUWKHUPRUH ZKHQ PRGHOOLQJ DQG REW D LKQYLR)Q XWWK_HR\OH VIFD\GKD LIOLIRZ W FD W HUDLO/INW \W BB LPDWH V F
*URXS DVVXPHV IRU WKH GLITHUHQW VFHQDUBRY ®LU FIKL R QD RUDQHQW U\D QWILWALB QD O\VHYV EXW |
ULVNV WKH DELOLW\ WR WUDQVIHU SDUW R W®& B X\MLEIAHNNK WRUWN K HE B X M GORIY W PIEMMQFH. WD LP H G
D FRPSDQ\ V DVVHWY EXVLQHVV PRGHO DQG VWU
,QRUGHU WR UHSUHVHQW WKH HYROXWLRQ RNVRMYD¥WRWH FDVK IORZV RYHU D ILYH
\HDU SHULRG WKH *URXSjV EXGJHW LV XVHG WR EXLOG WKH ILUVW \HDU WKH
HVWLPDWHG EXVLQHVYV SODQ IRU WKH IROORZIDK WH\WSHF WH PRV VDORMEDI® W WWKIHP B WIHLGR GLV N WK
QRW FRYHUHG ZH SURMHFW D ILQDO \HDU P DHQ WD RQ MWOKHDULWRZ B/KP H QWHRQY G FDQWKH ILYH SD
H[SHQVH VWUXFWXUH VLPLODU DV RI WKH O DE/MW ZHLHQ RS KWKLHF B ® VL QE WUDQNQWEZRIQFKLVNY LQ
LQFOXGHV WKH SURMHFWV DRR® WHPISWD® H Q YEH VWWPHH Q W V
*URXS

1R SROLFLHV ! z&
'XH WR WKH QDWXUH DQG ORQJ WHUP KRUL]JRQ RI FOLPDWH UHODWHG ULVNV

HVSHFLDOO\ LQ WKH SK\VLFDO GLPHQVLRQ WKH *URXS QHHGV WR HVWLPDWH WKH
LPSDFWV EH\RQG WKH ILYH \HDU WLPH KRULI&QUUYRQWKROLFLHV z&

FDVK IORZV IRUHFDVWHG E\ WKH *URXS IRU WKH VKRUW WHUP \HDUV KDYH
EHHQ HVWDEOLVKHG WKLV EDODQFH VKHHW DQG FE‘X (2% v XEWXUH LV
SURMHFWHG VWDWLFDOO\ WR \HDU IRU WKHE FR& %%ZRXSI'EJ Hé

\HDU IRU WKH ORQJ WHUP PRUH WKDQ \HDUV

3DULV $JUHHPHQW

(DUQLQJ 9DOXH DW 5LVN oLpLw I

(DUQLQJ YDOXH DW ULVN DQG WKH UHODWHG FDVK IORZV DW ULVN DUH PHDVXUHV RI
WKH SRWHQWLDO LPSDFW RI WKH ULVN VWHPPBQVY LVRR WDHHPHQW: =227
H[SHFWHG FDVK IORZV DV D UHVXOW RI FOLPDW$PBLWNRQ z&

7KH HVYWLPDWHG JOREDO YDOXH RI WKH &RPSDQ\jV FDVK_ IORZV IRU WKH QH[W
ILYH \HDUVhUHVXOWLQJ IURP FOLPDWH UHODWHG ULVNV:zBVPREHL FFE\YEMKR xw
\HW LQFOXGLQJ PLWLJDWLRQ DFWLRQV :H DUH ZRUNLQJ RQ TXDQWLI\LQJ WKH
PLWLJDWLRQ PHDVXUHY PDQ\ Rl ZKLFK FRP HDIURRPVED & XMWRVQDELOLW\

VWUDWHJ\ VR DV WR EH DEOH WR DVVHVV WKRH{HYBGKDRKYHMNSRVVLEOH W\SHV GLPHQVLRQ

FOLPDWH FKD|EP
,Q WHU UHQWj SYFGIIOADLBHMR WKH VHFRQG OHDVW VHYHUH ZKHQ LW

FRPHV WR WUDQVLWLRQ ULVNY WKH DJIUHIDYEHWHVYLUARP EBKIRMH FKPRIHAY zHDwkHU HY
FRQVLGHUHG VWURQJ LQ WKH *URXS V FULWLFDO ULVN PDS LQ WHUPV RI LWV LPS FW

DQG SUREDELOLW\ &KURQLF ULVNV WKH UHVXOW RI JUDGXDO FKDQ
SDWWHUQV

M ORUH LQIRUPDWLRQ L5¢{ VSIRQ\LIREOH ULRNWWIQDJIHP.HQWRPH FDVHYV WKHUH PD\ EH D FRPELQDWLRQ
S5HSRUW FKURQLF

7KH DQDO\VLV RI SK\VLFDO ULVNV ZDV FRQGXFWF

7KH LGHQWLILFDWLRQ DQG DVVHVVPHQW RI §|€\V/WﬁdBFﬂr EWWIY MR WER Q" PO WP LQ 7KH 1DF
ULVNV DUH VXEMHFW WR QXPHURXV XQFHUWDRSLSWY H\P P RVERY BB&'QVV%WKI-FJ'R/WEﬂﬁ RILFH

IURP WKH FRPSOH[LW\ RI DOQWLFLSDWLQJ KRZ WRHHFO PYWH PD\ HYROYH RYHU WKH

\HDUV 7KHVH XQFHUWDLQWLHY PHDQ WKDW Iﬁ:HK (FB %E\B\QK\/E\}_ H%I%QHW\KI:\K/WBWVLJQHG |
PD\ EH LQDFFXUDWH LQ WKH IXWXUH GHSHQ hQ]J_'UL % VWVKH 6 6BWHRV WYHPL\(J YXOQHUDE]

DQG WKH VFLHQWLILF FRQVHQVXV UHJDUGLQE VKI&\? }I:f: EB\%Q PDWH FKDQJH
6XFK GDWD WKHUHIRUH UHSUHVHQW WKH EHV\% WL V'\:) Q EH PDGH

XVLQJ H[LVWLQJ FOLPDWH LQIRUPDWLRQ DQG PRGHOV

6HH 1RWH RI WKH &RQVROLGDWHG $QQXDO $FFRXQWV LQ 6LJQLILFDQW HVWLPDWHV DQG D

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

6HYHQ FOLPDWH SKHQRPHQD DUH FRQVLGHUHGS HG WHG! W EQ Q/ IOH YKHHOD WERBIYEDVH FDVH VFHQD
IUHH]H ZDWHU VWUHVV ULYHW HPBRGDWH FIODYRWMP ® HORRELQI ULVNV HVSHFLDOO\ ZDWHU VW
DQG WURSLFDO VWRUP 7KH FKRLFH RI WKHVW KHKWILRDD VSRAQ RRAH VK LWGESIMUHW\ IDFLOLWLHV [
RQ &DPEULGJH 8QLYHUVLW\ V UHOHYDQFH FUARMHHUHL & KRIU* RRXYSEX\WIDQHVIVVHWY DUH FRQFHQW

(DFK WKUHDW LV HYDOXDWHG XVLQJ D EDVH FDNWUW WRKHOQTRXWRVHHIUVKLYV DRBUDRXU VWRUHV KD
FKDQJH IRUHFDVW 7KH EDVH FDVH VFHQDULR DRWX¥XRPGS LCOH® XWHQY WKH WR H[WUHPH ZHDWKH!
KLVWRULFDO PHWHRURORJLFDO VHULHV RI WKHODDWYG REBUY ZRXWYHK WRUHHDRURBDYWWKHDY\ |
DUH EDVHG RQ D ULVN HVWLPDWH WKURXJK WKH\ KDQKs FDXV,iQGRECHNIWRVR RXU VWRUHYVY DQG
ZHLIJK WKH ILQDQFLDO LPSDFWV RI HHIWUHPH RHRXWK RS HHYDVQMWRQ ¥ D YWKHHGE. ELPSDFW RQ WKH *UR
FOLPDWH FKDQJH WKH FKDQJLQJ SUREDELOLW\ DQG VHYHULW\ RI HDFK HYHQW LV

XVHG WR TXDQWLI\ WKH LQFUHDVH RU UHGXFWLRQ RI WKH SK\VLFDO LPSDFWYV

JODVK IORRGLQJ ZDV QRW FRQVLGHUHG WKLV WLPH DV D UHVXOW RI WKH ,3&& $VVHVVPHQW 5HSRUW XSGI
JRU PRUH LQIRUPDWLRQ VHH RXU UHVSRQVHV WR WKH &'3 :DWHU TXHVWLRQQDLUHYV DYDLODEOH DW ZZZ

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

JLODQFLDO LPSDFW RI SK\VLFDO FOLPDWH ULVNV

B3K\WVLFDO GLPHXQWHRQ

6FHQDULR ,PSDFW RQ EXVLQHVV PRGHO DVVXPSWLRQV O0ODLQ PLWLIJDWLRQV

7KLV VFHQDULR HQYLVDJHWH W R B DFRAW R BH[OLUWAP EDEKDNHK HD FLOL W\ LV DRWMW RHGVEH IDFLOLWL
WKDW H[WUHPH RU FDW DH/YHORBWK IRFQZ\W R MW KU R X S OH DB WH YRIWAHISH QGHQ FMHDQ® HG WR WKH VXS
HYHQWYV VXFK DV VWRURW FIDRKEW SKUMHFBY G OFARRIDW M/BXWURQ WR *URKS LUH BB G XRIXU

HWF PD\ UHGXFH WKH SHRHX CWMYLWA FRV LR QHR IFRB P HQMX UBWH ZLWK EWPPHUFLDO QHWZRUN
*URXS V DFWLYLWLHV GERQ¥SWHWD D E B AKXOW K$HD D WLHW SIDMAMHR@! DA & XK W D) 6 XHU FHKW HE K QK A D
SHUIRUPDQFH DQG RU LQFKHDRRGWKW KRWVWWH SFABED GH QUK IRGLYVUXSWRR Y MOUIBIQWVD B WHWH P V
RI RSHUDWLRQV DQG S U RWKH/ VWL BMEUQRU IDFLOLQW R WERHHFRUNE VERIOSQQFHO RKDWIZRXOG PL
JHRORFDWLRQ RI WKH IDERSD W HRQ WKSHFWHG FLBQ\HRIP(HRZV WKH FRQVHTXHQFHV RI
VFHQDULR TXDQWLILHV VWN—I-QSURVMFHEE\HI—I—G[SUHVVH YH%W\;%SUWLRQ RU VKXW
LPSDFWV RI YDULRXV FOWFKD-IW\MRWVIOD—lDR\/\X/WWFKID E vv \)%GF&@W)W\L@WWWLHZ
FRXOG DIIHFW RXU YDOXGIHF\M/DULQ\IRGHQHJJPLD(@{O\ »59(9 = MW BWVGDORQ I ZL WK
\HDU WLPH KRULJRQ ZHLWKWHG ENS\DLHLBU UHF & P v H SROLFLHV
SUREDELOLW\ RI RFFXUUWRHARHORVYV Rl PDUNHW mmxmxmuuwaw SRUWIR 5 é\’ Evv USURILW
7KH LPSDFW LV DVVHVVHGDIP® JHHEU PRRISIV IDFLOLWLHV LV DVVXPH SHQVHV
HVWLPDWHG ORVW FDVK IORZV ,W LV D VWDWLE RYHU WKH ILYH

IXQFWLRQ RI WKH VHYHU,PV8D B W GR G XWHDWHLRMM RHBEQUR MRFWMG LPSDFW ,Q WKH VSHFLILF FDVH

WKH GLVUXSWLRQ RI WKIGLUDE XSGR R UP DD FLOL UHBY Ly | (g':] Y%g VRE UHYV
(%lLI@IaYH EHH % ;@:&JXUH‘

7KH YXOQHUDELOLW\ RI H{BHFMWWHG ¥ DVK GQ RIAHW
FOLPDWH KD]DUGY GHSHGBNVNORQWK@L'WRXS VDOHYV R WD
RI H[SH GLVWULI

W\SRORJ\ DQG RU WKHLURQHW KN IRGHU DAVRLR QM |
PSLULF
KHU F
%p&% PRJ g
HU's o5 HYDQ Q'%m( ﬂf,f'

YDOXH FKDLQ 'HSHQGLQGHRIHWBEHYAH RQ WKH D
DWWULEXWHY WKH VFHRIW LIRF WQLDVQIVHOWD VBIRW \L
UHFRYHU\ FXUYHV DUH LI—'|_|GZH
LV XQGHUZD\ WR GHYHORS VSHFLILF

GLIIHUHQW LPSDFWV DQG WVRBSHBW\RBEODQW DQG
UHFRYHU\ RI WKH IDFLO LO\RWHW RIQWVQLYAH QW RULHV
FXUYHV IRU RWKHU DW/PBARVWHIWLEHRWPDWLRQ LQ
FKDSWHU 5HVSRQVLEOH

UHWXUQ WR D QRUPDO RSHUDWLQJ FRQGLWLRQ
ULVN PDQDRHWHKQW

5HSRUW

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

JLODQFLDO LPSDFW RI SK\VLFDO FOLPDWH ULVNV

3K\WLFDO GL®FQNHRIQ G
&KURQLF

6FHQDULR ,PSDFW RQ EXVLQHVV PRGHO DVVXPSWLRQV O0ODLQ PLWLIJDWLRQV

7KLV VFHQDULR HQYLVDJHWH WK GRYDEEOQWW V H &M LWL WL 8 L WIOHS W LIRIGO VDR 1 DV NRH Wh
WKDW XQH[SHFWHG H[W UHRKZ WDSMKREX FW SR UVBIIRRODL@GWR/ SDUDPHW ULMBGHG UVREDHH
HYHQWYV PD\ FDXVH GLVUXSW-LRQYW. &[WUHPH ZHDWVEKN UR H W@ WH/P IV Z H DFMKK/WLR A M H QO
HVWLPDWHG UHYHQXH L@ OAKR RAXGRHWOOWE UPK H L i HDOWUZD DM HG UR X JKW DXTSU UGW HHH L Q J
GXH WR FKDQJHV LQ FRQMXPEROGLHPESIDFE® Y DU L HVRIWK BE RRKIGHDIMW M W K DVK B 8 SIEQU G B HW H G
&RQVXPHUV FRXOG FKDQIHWKKWKH VHQVLWLY LW LR DVKBHQGHPORNGH L P S DKW K KRXDIG R >
VKRSSLQJ EHKDYLRXU GXRUMRKZAHDURKEYY YD UL RIRWSBR GXORWAMILDO VXEKJIDQ W &R D PW L
FRQGLWLRQV DQG WUDIDEGG QHAMRLH VR RO [DUH ZGIRVW® PROWKEHUHGOLVWHQLQJ WR
DOVR GHFUHDVH DV D UHMXOM) 8 HQH B VRK WD O H V H W
FROQGLWLRQV RU LI WKHSKLV WADLE XWIRRIH R IR U Rg%ggfﬁgfuﬂij"vofv@\“’l”xm% ?l; 9 G
Q LRXV

PHUFKDQGLVH WR SRLQWV RI VDOH LV e AABAVIESS Ié& WEBRY
LQWHUUXSWHG _PSDFW RQ HDUQLQJV DOE FRY
7KH VEDOH RI WKH LP S D FWAHSHQZLHDRWK H U Hvﬁgﬁgﬁ%gé %§%@WVHYHF”W$$§$EES%ﬁV
WKH XVXDO FOLPDWH RI DKSRDWNVWFX®DQRRIPDIOH ORZV ngHO PRIV
RU JHRJUDSK\ IRU H[DP $O®HN[WDHEH DIIHFWHG E\ FKDQJHV PRODON DY P
KHDW JHQHUDOO\ FDXVHW P REUHP 3Q & O HFR\QVXPHUV FKDQJH P Kho Lw FRPHV
LQ W\SLFDOO\ PRGHUDWAKBLE EMKD WRXQY GXH WR WKH ZHDWKH U DG UV S ROy
GRHV LQ KRW DUHDV UHGXFHG UHWDLO WUDIILF RU LI WKH YDoxH o3& UEVSRQTIL

FKDLQ H[SHULHQFHV ORFDO GLVUXSWLRQV

M ORUH LQIRUPDWL
FKDSWHU %XVLQ
PRGHO DQG VWU
SHSRUW

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

JLODQFLDO LPSDFW RI SK\VLFDO FOLPDWH ULVNV

3K\VLFDO GLRKQRQRP

6FHQDULR ,PSDFW RQ EXVLQHVV PRGHO DVVXPSWLRQV O0ODLQ PLWLIJDWLRQV

7KLV VFHQDULR HQYLVDJIJHWH FKNRQAEHMWL[SRVHG WRWSKRHWH@MNA\VQYV R D JKIH XORMXC D FRQVDER L
ORQJ WHUP ZHDWKHU SDBMWHXYXSWIDRMHWFWQ @QUULFROWBPEEG-VYR® X HSH WERKHWMKP SBVAKWM IR QUID QL VL
WKH DJULFXOWXUDO SURGODAWEVYGWHN RMRWKKHU R Q LEHFEX® QDNVPRGHOOHG DQ ® ERR/WAMWKAMLRQV W
FURSV IURP ZKLFK WKH &HDMNWHMKHUWNSWY WWHOGV ZKIWK BRXOO@WH RI YDULD@PWNDVH WKH UDQJH
ILEUHV XVHG E\ WKH *URMBRSIHJGHVYKH WHIGH VXSSSGURFIUDIANDWLRQ SDWWDBWRY L@V ZLWK EHW
FRWWRQ OLQHQ ZRRO PONDHNUK DWW VFEBOEBE WLR KFRODULYMXDDAWWUHR SH U D WHKQ ¥ LYRQIPIVD MRIO/
ILEUHV DQG FDVKPHUH ZRXWNSIMRBRBER/DMQJ Q VRPH[WDU\I—I-P\H\AMQ—I—PSHUDWXLE—!—IWWLEPDQFH ZKLFK
WR DGG RWKHU UHOHYDQSWREDXZFW[&WQLH_ID\MK/HVH %l(h Y&LW\PQ V\F I—{/I—bll LHQW
&KDQJHV LQ ZHDWKHU SIFWYHHQ@QW UWFDVHG LQ OL XVLQJ RXUFFE
PDNH LW XQYLDEOH WR SHJRGX‘FHYIHHU—WQDU@SKL UH 2UJ IB esvé-lQW
i e S L BB 0 Cr # %é‘?@ R N
WKH VXLWDELOLW\ RI MSKFRL[]IDFWLQJ

WKHLU \LHOGV 7KH HIIHFW RI VXFK
SKHQRPHQD ZRXOG EH D,8BWFM@WQDBDUQLQJIV D’%(E 6\9/5’/HQW E\ RSWIFRPG IPRRIEQWVRQY WK

FKDQJH LQ WKH VXSSO\ MRS DXIDWEBEL O SQ\RR | HYKHUDLR ZWK RT WKRi PDWIRXWVD BPURSMV K. O
UDZ PDWHULDOV 7KH |L@D@HDID ORSDEXNO 8 QG L V, X8 WGENV WRHNWW L P D W WK HY | %%\é%mz‘? [
FDVK IORZV DW ULVN LV SIRWHRDM B G CR YHHV B O WILRS DLRW B Ga-HERIH-DDAHH L BHVLFIQ Lbo
ILYH \HDU WLPH KRUL]RQWDOHV LI WKH VKRUWDJIH)FOMBMB EQ KR F XU HPHD W RRSWVH | W KMV T
HYHQW FDQQRW EH UHFRYHLHG R @HBHQGHQFARER WRHRVWHU WKH
VHOOLQJ FRVWV ULVH GXHIMRHD W HEXF A BW H UG B N RSPV W GR D W
RU DEVHQW VXSSO\ Rl WKWDDZ IRUPDW DQG *WRXS @RIVRIO MV WR LP ¢
PDWHULDOV FRQVLGHUHG WKH VXVWDLQDELOLW\

7KH *URXS]V GHJUHH RPDZ PDWHULDOV DQG V

GHSHQGHQFH RQ WKH UBZ PHWHRYL GV FIFOLC

DQDO\WHG LV VWDWLF RYHU WKH ILYH
\HDUV Rl SURMHFWHG LPSDFW

7KH ULVN WUHQG UHIOHFWHG KHUH FRUUHVSRQGV ZLWK WKH VKRUW WHUP

7TUDQVLWLRQ ULVNYV

7UDQVLWLRQ ULVNV DUH ILQDQFLDO DQG UHSRWIDWIERQ W ¥NW KV \UR FLLDDMHFE IZQ W R SDEMW  ZH KD
WUDQVLWLRQ WR D ORZ FDUERQ HFRQRP\ 7KWV B QVIWKIVREY DNV NQWR WKHRXIQRUWKRHGLXP DQG
QDWXUH VSHHG DQG WUHQG RI FKDQJHV LQ SROLFLHV OHJDO IUDPHZRUNYV

WHFKQRORJLHV UHSXWDWLRQ DQG PDUNHW 5HJXODWRU\
/HIJDO OLDELOLW\

7UDQVLWLRQ ULVNV YDU\ VLIQLILFDQWO\ GHSHFRXKIRORQ\WKH OHYHO RI DPELWLRQ RI
HDFK SDWKzZD\ DQDO\WHG DQG DIIHFW DOO DUGDWNRIWRXU EXVLQHVV
5HSXWDWLRQ

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

JLOQDQFLDO LPSDFW Rl WUDQVLWLRQ ULVNV

7TUDQVLWLRQ G6HPXQNMWRY\

6FHQDULR ,PSDFW RQ EXVLQHVV PRGHO® DVVXPSWLRQV O0DLQ PLWLIJDWLRQV

(VWDEOLVKLQJ DQ H[SQLWKWVFDEERQULR WKRAKH RKE@RXICRGDSSOLHV URXSHGKRWDHQDELO LW\
SULFH LV D NH\ PHFKDSDAVIP SWR.FH IRU WKH HPDVVERQWPLVVLRQV LQ5BBGPDED\GREW UHIOHFW
LQFHQWLYLVH WKH WU B QWU IWRHES WK DRXE K R X WWIKWS/URGBXKMW LRQ GH LIQEHGV BV MRYVRCGERPPLWP
FDUERQ HFRQRP\ 7KHRKDESQOLRHHWRXS V FDUERD ARQWSRS\WMRQ LQ SWKRU BRYQMAN WRREZD UGV
DUH FXUUHQWO\ GHW HQPHDFIG IQBKH FRXQWWKHVLQE ZXKWIK D& S U R GHORVELRRD HEIRIRERFG W R G H O
LPSOHPHQWHG ERWK BWHYDWIER/QDO AREY LG HUGG DIEGYWKHY DV ZHO ORDW HRQ HUHW JHUR JUHH G
UHJLRQDO OHYHO 7K MULPRIQ/SURFH LQ HDFKIME@HUD@IRMQLRQ LV ~ JDV HPLVVLRQV E\
JUDGXDOO\ REWDLQ VRS SOGH BU HH R LQFOXG v VERSIA L Rov DUH VX Mgu DVHG
LOWHUQDWLRQDO FRRGGUEBW LHRRQ VSAL DQV |U O\,,t bEHRL/FH P ﬁ;ﬂﬁggh% be WD U
UHVXOW WKH FDUERGQRSQHREHE\ XWVKIKE &RP S D Q\ VHFWRUV oY % WK H
RXU PRGHOV YDU\ |UR R @& XQRAN WRLVVLRQV I!Q%HQWPHQW WR XVLQJ
FRXQWU\ ZLWK WKH DHI?)PFRFFWBMHIU\NQSBXUFKDV r—OFQSH UHQHZDEOH HOHFWULFLV
DOO JOREDO HPLVVLR®WEHU LQGLUHFW HPLVKI:IRLQ)A:UHD‘DM/GHGRN/RVVR]Z\Q/RIIIED(V\LH/\G_E[VWIB(FKLH\

WKH *URXS V YDOXH FKPDQERQ SULFH PHFKDQLVPV DUH

WUDQVPLWWHG WKURXg

'%A/‘U‘HH PM%\A\/LR LQ VHF
,PSDFW RQURRVWRXSjV URXWLQH RYHUKHDGYV L(WQ GO
ILQDQFLDO LPSDFW VWH-HIPS/HIQJ\RI-H’VWGIHVWULEXWL LqDSURYH

LQFUHDVH LQ SURGXFWUBR FDIZQ\@HULDOV FRVWYV RI WKLV 5HSRUW

GLVWULEXWLRQ FRVWV, OFLDO RU ILVEDO

UDZ PDWHULDO SURF XU}

RI WKH LQFUHDVH SHU % QHILWV GHULYHG IURP

YHQXH 3XEOLF

DGPLQLVWUDWLRQV DOORFDWH PRVW RI WKH
UHYHQXHV WR HQYLURQPHQWDO
H[SHQGLWXUHV WKH HFRQRPLF EHQHILWYV
RI ZKLFK DUH QRW LQFRUSRUDWHG LQ WKLV

PRGHO

6XSSOLHUV DUH DVVXPHG WR SDVV RQ
RI WKHLU FRVW LQFUHDVHV WR XV

7KH *URXS SDVVHV RQ D SRUWLRQ RI

WKHVH WR LWV HQG FXVWRPHUYV

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

JLOQDQFLDO LPSDFW Rl WUDQVLWLRQ ULVNV

7UDQVLWLRQ GLPHQVLRQ
/HIJDO OLDELOLW\

6FHQDULR ,PSDFW RQ EXVLQHVV PRGHO® DVVXPSWLRQV O0DLQ PLWLIJDWLRQV

7KLV VFHQDULR FRQVLBHWMY DUH HVWLPDWHEHERPREBRRVHYV D GHFLGRW HY|WHEHXWWDLQDELO
GHYHORSPHQWYV LQ FGQWKH WHDWHHORMRIA) RSHHDPWQRDWHINQGBDQJH RI BRWRBWILWVKOHY WKDW DO
OLWLIJDWLRQ D FRQVWIUOHQFHORIH LQWR FODRRWFRPHYV HDFK ZLWK DUngﬁE\'D@E@/LLW‘-WLHV ZL(

VFLHQWLILF DGYDQFHYQWKDHW DI RDVHV DURAPKWYAHGE MW R QG OHDGL QWﬁ%H WwH PRV

FOLPDWHFKDQJHmmawmmﬂ@wwewwo\HDuvwmsmmwmvwmwmeGHoK HQWD O\WLH

VSHFLILF HYHQWYV SD¥QQUQMHIYZ LR WR suuvvwmwnmmm*wmws|UR (¥$ E?%gQ

SRWHQWLDO DWWULEEWLRQ@Y WK B LTREAL B QWL DAOK DWJ DU XODR ) D EHQ QDEOH

7KH VFHQDULR DVVXPHWHWWRQJPIOMRIHDVHG MHSHDWMI®RSLQLRQV D DWXUD

ODZVXLWV DUH ILOHGUHD\@IYWLRRBO SUHVVKRMSDQ\ V VSHFLILF FKPY ﬁWU LF

*URXS FODLPLQJ GDPDJHV EDVHG 7KH PRGHOjV RXWSXW U/WKH HVWLPDWH

RQ LWV UHODWLYH FRORWIW ERWRR® QWRHQVLWL@DQFLDO LPSDFW JLYH IR L‘@ﬁﬁ ?ﬁﬁj

JOREDOJUHHQKRXVHODY%WMMWUHDDWHG\NRRQGHWLRQDEQSUREDEL S

$V ODZVXLWV VWDUW DWRG SRGRLPLO WHIDMKHD Q OH WK 'WRWKH *URXS

GLIIHUHQW MXULVGLFRRR@N HLQIHDFHODL OLA) WDKIH GHSHQGLQJ

PRVW HPLVVLRQV LQWRH® WIKHH G/H FMURHOMW HPLVVLRQV bg%%ti‘%%zsgiﬂgggxpvv

WKH WH[WLOH LQGXVSDWKHEPRPHYKBILU SUREDELOLW\ RI FRUSRUDWH JRYHUQDQF

SRWHQWLDO WDUJHW RRBXQWHIQMHVDRG SRWHQWLDO LPSDFW ZLOO  y\ywHP WKDW HQVXUHV
DOVR YDU\ GHSHQGLQJ RQ WKH FRPSOLDQFH ZLWK
HVWLPDWHG LPSDFW VHWWOHPHQW OHJDO UHJXODWLRQV JXLGHOL
FRVWY VHYHUDQFH SD\ HWF EHVW SUDFWLFHV LQ WK

FRQQHFWLRQ

M ORUH LQIRUPDWLRQ LQ VHF
&RUSRUDWH HWKLFDO F
DQG VROLG &RPSOLDQFH
DUFKLWRFWKUW 5HSRUW DQ
) RI WKH $QQXDO &RUSRU
*RYHUQDQFH 5HSRUW

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

JLOQDQFLDO LPSDFW Rl WUDQVLWLRQ ULVNV

7UDQVLWLRQ GLPHQVLR®E
7HFKQRORJ\

6FHQDULR ,PSDFW RQ EXVLQHVV PRGHO® DVVXPSWLRQV O0DLQ PLWLIJDWLRQV

7KLV VFHQDULR DQDO)\gHY IPRIVVPRN LQJ WHF KR 9 RPIR GO FRWVLGHUVOQRY FRYRY MRDQ LQKH
*URXSjV FRPSHWLWLYWBHVW RKSKRWEW L QY H WK MW B RAEDUHRLWEY HVWIUPRQYYHRZD O YDOXH Wi
DIIHFWHG E\ WKH GHYRSRSPWQRQNQEYG LQIUBNMUNLRXW H F&KR RE R LW K HD QG EWRIVEXYLQHVY
XVH RI QHZ WHFKQRORILHE HKKRW DBWHWKH V B/AKHH W LIRIF L O FRORMVWR S H ZBWEIKQ LD KM \EN FIRO ODE |
OHVV *+* LQWHQVLYH PORPVHGWKHQ@RWHQW L Z & (RE DROGIMAM Q EEX W L RDL WKVRAWU $WSISWLHUV DQ
WKHLU RSHUDWLQJ FRMWM LD/Q\G QUKBVVHWY 7IKRSYBOMAHEWY QL QF O X GRUQMILVDWLRQV WR ILQ(
GHPDQG IRU RXU SUR GXFMW WKKHVDPH FKDOOM@DEVIS\RUWWEWLRQ DV VIHIWOR WDUWLFYNAV V RFW LR Q )
*URXS PXVW GHFLGH KRRXDQGRVWY UHODWLQY \¥ROMDKBEVUWRHZIDE W REN YOSIUDLGHEY WAKRJ R X JK R X
ZKHQ WR LQYHVW WR RHWXHHYDOXH FKDLQ DUPSX®RW HPHOMHON HIILFLMREXH FUHOFRO QG OLIH F
HPLVVLRQV LQ LWV Y H} K HFRKHDE QVRREBIVS DV V MGH RIQQW R RUK HWKH P R G HROX D \B\WRFGRF WX DVQ G LW H [
WR DWWDLQ DQ RSWLPDRXBRPELQDWLRQ D SRUWLRQ RI WKH WRVBXUWDREDBLDYWHNWWYQRY I
Rl SURILWDELOLW\ DQG HDUO\ DGRSWLRQ DUH XSGDWHG DFFRUGLIQW FORI VMK YLGHQFH WKL
WR GHVLJQ LWV 5 ' VWBSOVHNI LRIWWRFWLQJ | URFL WHKBHQW HPLVVLRQV 8B MNIZ@®I WERWRVWHU WK

GHSUHFLDWLRQ DQG OLVXHEIOWLR@WDOXH RI HFRQRP\ FRQWULEXWH V

DVVHWV DGGLWLRQDO %[ RQLVDWLRQ DQG
LQFUHDVHG UDZ PDWHU%R@mg\LVS’%ZKHQES%EE% I-%g\ﬁ%LURQPHQW
HORSPHQW
FXUUHQW DYHUDJH XQL R
PRGHO WDNHV LQWR D FFRUQAW & RYAGwWRRQ O
EDODQFH VKHHW GDWD LQ FRQHBWLRHY WR SUR.
ZLWK WKH *URXSjV EXLO®RQDVGVDFEOIFNOHY PRG!
DQG HTXLSPHQW ,Q DG GWMLIVRS®} SRHW
VXSSO\ FKDLQ IDFLOLWLHV DUH DOVR
FRQVLGHUHG 7KH PRGHO DVVXPHYV
WKDW WKH *URXS FDUULHV RXW
WHFKQRORJ\ XSJUDGHV DW NH\ IDFLOLWLHYV
DQG LQ WKH *URXS V YHKLFOH IOHHW

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

JLODQFLDO LPSDFW RI WUDQVLWLRQ ULVNYV

7UDQVLWLRQ GDPNEWLRO

6FHQDULR ,PSDFW RQ EXVLQHVV PRGHO® DVVXPSWLRQV O0DLQ PLWLIJDWLRQV

7KLV VFHQDULR HQYLRRINAXPIQU SUHIHUHQFHODDNHWDBESWQRQ UDWHKHM RURMKY W CFLRPIPEGH H Q
LQFUHDVLQJ PDUNHW W& WHWEHY W AWHUQDWLYSHUBGBREWFWWDO PR EHHQ FXVIRPWMHYL)OER LPSOL|
VXVWDLQDEOH SURGXV¥FWWYREOBY WKDW SURG XFHVOREHPRGHO EDVHG RIQ IV MHSICHWLRD WKHLU G
VHUYLFHV &HUWDLQ FRQVXPRQV 7KLV FRXO®SH) HD/GWUREXKMHY P DU RBDW\ERWHYWED®V GLYH L
VHIPHQWY FKDQJH WKHLHUVKRSEELRIJQHZ FRPBE QR WIRWNVRW KLRM | | L F L MQW B RQIGQ DELL\DD WL RQ
KDELWV WR HQKDQFH SWKRELRVH LQQRYDWLR Q¥ RWMK DLW LW QWQV IR U P WUDQVSDUHQF\ LVVXHV
HQYLURQPHQWDO DQGGHMRBIQIEO URYNPWLQJ LQ D QRVYV R WKH DLP LV WR LQYROYH
&DUERQ LQWHQVLYH FRPSDHALHAKDQIE DQG SR ReoY §\§RGXFW SRV LR KL Ry v DQG,SURIU
VHFWRUV DUH FRPLQJILRGGHDVH LQ WKH *UR)&%H\;/’%FLRQ/\(NVFWD LF RYHURWEH GLITHUHQW WLPH
LQFUHDVLQJ PDUNHW REIMMLQ) KRUL]JRQV 6DOHV RI VXVWDLQDEOH
SRWHOWLDO FKDQJHV LO VXSSO\ DQG SURGXFWV DUH JURZLQJ DW D PRGHUDWH
GHPDQG SDWWHUQV MI®PRKDQGVVIHQWE KR Pwy FupRDEWQ WKH VKRUW WHUP W LV DVVXPHG

*URXS V PDUNHW VKD RK) BRE FREW \RH[SUHVWIEPEY Wit SFNRQWLDO VFDOH RI

FDSLWDO RI HDUQLQJV DQG RU IDPOXURLRRERP SGRECXFWV GRHV QRW
ZLWK JURZWK WDUJHWVIQERRYMRYDOO FRQVXPHUV DOWKRXJIK
VHQWLPHQW WUDQVODWHV IWRYRTPY DEGRSWLRQ YDULHV
LQFUHDVH LQ WKH FRVW FREELQYpWRpYWEH GHYHO RIEDPELWLRQ RI

WKH FRVW RI ILQDQFLQYW Kk B HUHYHwDWRZDV

HPLVVLRQV SDWKZD\V GHW HRRI IR MMKPHY WKDW FKDQJHV LQ

VFDOH RI WKHVH LPSDFMROVXPSWLRQ SDWWHUQV DIIHFW HYHU\
VHFWRU 7KH *URXS LV DEOH WR SDVV
WKRXJK VRPH RI WKH ORVVHV WR
FXVWRPHUV

,W LV DVVXPHG WKDW WKH LPSDFW RQ
FRQVXPHU GHPDQG RXWZHLJKV WKH
LPSDFW RQ LQYHVWRUV DV WKH PDUNHW
UHPDLQV IRFXVHG RQ LQGXVWULHV ZLWK
KLJKHU HPLVVLRQV

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO

&OLPDWH FKDQJH

JLODQFLDO LPSDFW RI WUDQVLWLRQ ULVNYV

7UDQVLWLRQ BHEX\@DWHKEQ

6FHQDULR

7KLV VFHQDULR FRQVIZGHUPDDQFROI\DHW IRU WER NUWHRXBAWRNYV GHIL QK G/LKMHRR/GEHO/VWDLQDELO
LQ ZKLFK ZH GR QRW DBG¥DQEH LQ GHPDQG |IRUKHWRKBQRIEXAWR/XU FXBRREPDY LQFOXGHY DPE]
WRZDUGV D ORZ FDUERQGHRR@ERMQGYV ZKLFKSYMUHHMQFHY WRZDUGVWRRIUHWY DQG DFWLRQV
7KH ZLGHVSUHDG IUX\DWBRWGERQJIZNR K/ SHF LI LFXW WIDQ QU E@HWIKUR G X F VD ¥ KLIY WVOK HWAKHHY BIRQ J W H
WKH IDLOXUH WR PHHW KHP UDMWIXFOW LQJ ORVV RI DBWHYLN®G PRQJ FR@WXP HOHY HIKIRI WUDQVIR
,QYHVWRG WG GRWQRHGMUY WZR7RESRNRXNBHFROODERUDW|
QHJDWLYH VKLIW LQ SPHEMQEKROHQ IRQJIKY R QWK GWR 2 WKH RQH KDQG WKHNDFWRRIYV LQ WK
WRZDUGV ODUJH FRPSIX@UHYV SULFH DQG |LQDRLLMDIO LQLFWUMDW HRQL Q Y HRKVCH.@\ BMRGWZKMV K VW DN H |
HVSHFLDOO\ LQ WKRVH. QB BRWRQYN FRKOW FDSDWPBODRGDPHEEWLRQ WWIR ORFANOMKBREDO FKD
KDYH KLVWRULFDOO\ ERHQHWQK H FPHRWIWLY D ULVANERWERBORMUGY PRUH DIFWR PYR KR O/ IK\HW HF LWW D Q G

UHGXFWLRQ WDUJHW W BDXWAW MXDUH

,PSDFW RQ EXVLQHVV PRGHO® DVVXPSWLRQV

HPLVVLRQV LQWHQVLYOHW DHIIBWL MRU WKH LQFUHBPAKIHQBRMAKHU KDQG FRQVXPHUV|
VHQWLPHQW LV IXHOOQ)GP BQRXVYP FRIQYUNBHU SRMWLNUWWFH 7KW PRUH VXVWDLQDEOH
E\ PHGLD FDPSDLJQV VFDOH RI WKH LPSDFWVSGRSXBRWY RIKLFK LV JUHDWHU LQ PRUH
/DUJH FRQVXPHU VHIPMIQWEHYHO RI DPELWL P RUWLKRK G ISIDMKEZOW WKHUHE\

HQJDJH LQ FOLPDWH SPWIKYZADAK
IRFXVLQJ RQ VSHFLILF FRPSDQLHV

UHGXFLQJ WKH GHPDQG IRU
FRQYHQWLRQDO SURGXFWYV

WKURXJK VXVWDLQHG (PDRSDUYQNQIEQGRWKMY LPSDFW

ER\FRWWV ZLWK FRQVILESOMEORQ GHPDQG DUH

UHSHUFXVVLRQ ,Q H[WDWRHLDOLVHG WKURXJK WKH ORVV RI
FLUFXPVWDQFHV WKHDPKIQMQI® DQG RU IDLOXUH WR FRPSO\
FRQVXPHU VHQWLPHQM WEQHIRZKHY VDD UJHWY ODUNHW
GHWHULRUDWLRQ LQ NOIQNMVWRQW WUDQVODWHY LQWR LPSDFWV RQ
SHUFHSWLRQ ZLWK FREWHARWEFHVFDSLWDO DQG ILQDQFLQJ

IRU WKH *URXSjV DFFHVV WR PDUNHWYV
7KLV WUHQG UXQV SDUDOOHO WR WKH
JURZWK RI VXVWDLQDEOH VKRSSLQJ

DV UHIOHFWHG LQ WKH ODUNHW
VFHQDULR :KHQ VXVWDLQDEOH
DOWHUQDWLYHV JDLQ WUDFWLRQ WKRVH
UHWDLO IRUPDWY WKDW GR QRW DGDSW
WHQG WR H[SHULHQFH D VLJQLILFDQW
GHFOLQH LQ FXVWRPHU GHPDQG ,Q
FRQWUDVW WR WKH ODUNHW GLPHQVLRQ
LPSDFWV DUH LGLRV\QFUDWLF DQG
FRQVXPHUV DYRLG WKH *URXS RU
VSHFLILF EUDQGYV

7KH ULVN WUHQG UHIOHFWHG KHUH FRUUHVSRQGV ZLWK WKH VKRUW WHUP

,QGLWH[ *URXS $QQXDO 5HSRUW

6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ

0DLQ PLWLJDWLRQV



(QYLURQPHQWDO &OLPDWH FKDQJH

&OLPDWH ULVNV RYHU WKH VKRUW PHGLXP DQG ORQJ WHUP

7R HVWLPDWH WKH VKRUW PHGLXP DQG ORQN G\RLR WE&L ZDAMAMHH N OMDRY X Q AHWWW DRI KRZ RXU
FDOFXODWHG HDFK RI WKHP DV SHU WKH ILY B HKPILYIN LXRQEGVH B DMK F\OL POWRXARQGLWLRQV RI HE
&RPSDQ\ FDQ XQGHUVWDQG ZKDW LPSDHWRGRWHRQURP FOL

OHGLXP DQG ORQJ WHUP ULVNV DUH HVWLPDWHG E\ WUDQVODWLQJ WKH ILYH \HDU
FDVK IORZ HVWLPDWHYV IURP WKH VKRUW WHUP WR WKH WZR FRUUHVSRQGLQJ IXWXUH
KRUL]JRQV

6KRUW WHUP FOLPDWH ULVN DVVHVVPHQW \HDUV

(o7 1R SROLFLHV &XUUH 3ROLF 3DUL\ 3DULV $JUHHF
o & SROLF DQQRXC $IJUHHP DPELWLRQ
= | & | & | & | &

=

7 7HFKQRORJ\

3 SHSXWDWLRQ

O J/HJDO OLDELOLW\

o]

S oDuNHW I

2 5HIXODWRU\

- '

> LVUXSWLRQ RI IDFLOLWLHV DQG SK\VL-VHV\-

T ODUNHW GLVUXSWLRQ

™

'URS LQ UDZ PDWHULDOV

OLQRUORGHUDWHIK $FXWH

2YHU WKH QH[W ILYH \HDUV WKH ILQDQFLDO K8 PRWW R P S E FW\LIFBDO ZHIDWNKBIWUHHYHQWYV IRU WKH
UHODWLYHO\ OLPLWHG DQG VOLJKWO\ ORZHU O\RFGEL Q/KRQB GHRXUWW R UEZ DM H US ¥ WYIHRWV
\HDU PDLQO\ GXH WR D GHFUHDVH LQ WKH LPSDFWV FDXVHG E\ RXU NH\

IDFLOLWLHV WR H[WUHPH ZHDWKHU HYHQWV ,QKWY¥HGMKBHWVWHWPG RY PYQRB 0\ wikl SK\VLFDO UL
FKDQJHV LQ FOLPDWH PRGHOV DQG WKH LPSBRRHPH\OMD WG R ARAHYPDWRR®ERY RZQ RSHUDW
H[SRVXUH LQ RXU YDOXH FKDLQ NH\ IDFLOLWERYUHVSRQGY WR WKLUG SDUW\ WUDQVDFWLRQV

7KH IUHTXHQF\ DQG VHYHULW\ RI SK\VLFDO ULVNV DV D UHVXOW RI WKH VWHS XS
IURP &0,3 WR &0,3 KDV LQFUHDVHG (YHQ VR WKH SUREDELOLW\ WKDW DFXWH
HYHQWY FRXOG FDXVH VLJQLILFDQW ORVVHVY FDWDVWURSKLF SK\VLFDO WDLO ULVNV
UHPDLQV ORZ DW SUHVHQW

7KH LPSDFWV UHIOHFWHG E\ HDFK FOLPDWH ULVN W\SRORJ\ HPLVVLRQV WUDMHFWRU\ DQG KRUL]JRQ DUH |
WUDMHFWRULHYV

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

OHGLXP WHUP FOLPDWH ULVN DVVHVVPHQW \HDUV

o 1R SROLFLHV &XUUHQW 3ROLFLHV 3DULV 3DULV $JUHHPHQW
@ & SROLFLHVY DQQRXQFHG $JUHHPHQW DPELWLRQ
_ | & |& |& | &

>

=

7 7HFKQRORJ\

c>>‘ 5SHSXWDWLRQ

O /HJDO OLDELOLW\

-]

S oounHw I

£ 5HJIXODWRU\

- '

3 LVUXSWLRQ RI IDFLOLWLHV DQG SK\VL-VH_

Z ODUNHW GLVUXSWLRQ

™

'URS LQ UDZ PDWHULDOV

OLQRUORGHUDWHIK $FXWH

/IRQJ WHUP FOLPDWH ULVN DVVHVVPHQW \HDUYV

o 1R SROLFLHV &XUUHQW 3ROLFLHV 3DULV 3DULV $JUHHPHQW
ot & SROLFLHVY DQQRXQFHG $JUHHPHQW DPELWLRQ
a |& |& | & | &

>

=

7 7HFKQRORJ\

3 5HSXWDWLRQ

O /HJDO OLDELOLW\

D

S opuNHW ] I

o)

O 5HIXODWRU\ T

- i

. LVUXSWLRQ RI IDFLOLWLHV DQG SK\VL-VH

T ODUNHW GLVUXSWLRQ

™

'URS LQ UDZ PDWHULDOV

OLQRUORGHUDWHIK $FXWH

2SSRUWXQLWLHY DULVLQJ IURP FOLPDWH FKDQJH

$W ,QGLWH[ ZH ZDQW WR SURJUHVV WRZDUGYV D EHWWHU LPSDFW ,Q WKLV SURFHVV LW
LV HVWHQWLDO WR UHGXFH RXU H[SRVXUH WR FOLPDWH FKDQJH UHODWHG ULVN DQG DW
WKH VDPH WLPH WR LGHQWLI\ WKH RSSRUWXQLWLHV RIITHUHG WR XV E\ D ORZ FDUERQ
HFRQRP\ WR HQVXUH RXU &RPSDQ\jV UHVLOLHQFH DQG FDSDFLW\ WR EH D SDUW RI

WKH WUDQVIRUPDWLRQ RI RXU LQGXVWU\

JRU PRUH LQIRUPDWLRQ VHH RXU UHVSRQVHV WR WKH &'3 &OLPDWH &KDQJH TXHVWLRQQDLUHV DYDLODE

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

2SSRUWXQLWLHV IRU ,QGLWH[ LQ D ORZ FDUERQ HFRQRP\

2SSRUWXQLW\ '"HVFULSWLRQ RI WKH RSSRUWXQLW\

,QWHJUDWHG EXVEQBWLQXDOO\ XSGDWH DOO RXU IRUPDWY WR LQWURGXFH FXWWLQJ HGJH W
PRGHO RQOLQH VWRUHV FUHDWLQJ DQ HIILFLHQW VXVWDLQDEOH DQG LQWHJUDWHG
WR VWUHQJWKHQ RXU HQWLUH HFRV\WVWHP ZKLOH PLQLPLVLQJ UHVRXUFH FRQ\

M ORUH LQIRUPDWLRQ L%XVHOWYR P R G HROI DMXE W SHRIDRAUHA \

&RQWLQXRXV VIAKWDMWHNHBUDWHG EXVLQHVVY PRGHO JLYHV XV D FRQVROLGDWHG RYHUYLHZ RI

WUDQVIRUPDWWRNUDWHJI\ FDSLWDOLVHY RQ WKLV DGYDQWDJH WR HYROYH RXU PRGHO WRZDU
‘H VWDUW E\ DLPLQJ WR PDLQWDLQ WKH OHYHO RI FRPPHUFLDO VXFFHVV DFKL
GLJLWDOLVDWLRQ SURFHVVHVY DQG RXU VXVWDLQDELOLW\ FRPPLWPHQWV

M ORUH LQIRUPDWLRQ L%XVHOWYR @ R G HROI DMXE W S/HIDRAIUHA \

,QQRYDWLRQ 7KH FRPSOH[LW\ Rl WKH JOREDO FKDOOHQJHV ZH IDFH DQG WKH SDWK WRZDUC
LOWURGXFWLRQ RI LQQRYDWLRQ VFLHQFH DQG WHFKQRORJ\ LQ RXU LQLWLDMW

,QQRYDWLRQ +XE ZH ZRUN WR SURYLGH WKH LQGXVWU\ ZLWK QHZ PDWHULDO\
FLUFXODULW\ XVH RU HQG RI OLIH

M ORUH LQIRUPDWLRQ LOQIWHFMNIRYHY WR SURJUHWM WRED LGS PUMLUFXODU PRGHO

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



(QYLURQPHQWDO &OLPDWH FKDQJH

2SSRUWXQLWLHV IRU ,QGLWH[ LQ D ORZ FDUERQ HFRQRP\

2SSRUWXQLW\ '"HVFULSWLRQ RI WKH RSSRUWXQLW\

&XVWRPHU RULHQOYWHVDRRSQURFHVYV Rl FRQWLQXRXV LQWHUDFWLRQ ZLWK RXU FXVWRPHUV DV W
GHYHORSLQJ SURGXFWV WKDW PHHW WKHLU GHPDQGV ZKHWKHU LQ FORWKLQ.
PDLQWDLQ KLJK VWDQGDUGY WKURXJK D FRPELQDWLRQ RI GHVLJQ TXDOLW\ D
FRQQHFWLRQ KDV DOORZHG XV QRW RQO\ WR DGDSW WR QHZ QHHGVY EXW DOV
FKDQQHOV

M ORUH LQIRUPDWLRQ2X® VFXNVWRRAGKULUY 5HSRUW

7TUDQVIRUPDWLRQKDYH HVWDEOLVKHG D XQLTXH EXVLQHVYV PRGHO GLVWLQJXLVKHG E\ LWV IC

RIDWKHbVHFWRBEUHDWLYLW\ RI RXU VWDII DQG RXU IRFXV RQ VXVWDLQDELOLW\ LQWHJUDWHG
FROODERUDWLYHO\ VWULYH WR SURPRWH WKH WUDQVIRUPDWLRQ RI WKH VHFV
RXU HQYLURQPHQW

M ORUH LQIRUPDWLRQ PXVIHFMMR @R G HROI DMXE W B/RIDRAUHA \

1HZ EXVLQHVV RRS8HBSLQJ ZLWK RXU FRPPLWPHQW WR XVLQJ UHVRXUFHV PRUH HIILFLHQWO\
FXVWRPHUV WR UHTXHVW UHSDLUV RU VHOO RU GRQDWH =DUD JDUPHQWYV WK
DOUHDG\ DYDLODEOH LQ FHUWDLQ PDUNHWYV

M ORUH LQIRUPDWLRQ7K® WHFDWIWRQVLRQ WR D FLUFXODU HFR@®RRPYKUW\BRDSRRIWW SURGXFWV

&ROODERUDWLRR DGGUHVV WKH SDUDGLJP VKLIW WKDW LV FUXFLDO WR WDFNOH WKH FKDOO
RU WKH VXVWDLQDEOH GHYHORSPHQW RI FRPPXQLWLHYV LW LV LPSHUDWLYH W
FRQQHFWLRQ ZH WDNH DQ RSHQ DSSURDFK LQ ZKLFK FROODERUDWLRQ LV D N
SDUWQHUVKLS ZLWK HQWLWLHV VXFK DV WKH 8QLWHG 1DWLRQV *OREDO &RPS|
=HUR 'LVFKDUJH RI +D]DUGRXV &KHPLFDOV DPRQJ RWKHUV

M ORUH LQIRUPDWLRQ LEWBNHKRRGH R H® KD YHPHSRY W

(IILFLHQW FRQVGFSWLRRPPLWPHQW WR VXVWDLQDEOH GHYHORSPHQW DW ,QGLWH[ ZH VWUR

RI QDWXUDO UHMRXEBBR®GXFWLRQ DSSURDFK DLPHG DW EDODQFLQJ JURZWK ZLWK FRQVHUYLQ
GHFDUERQLVDWLRQ Rl WKH HQWLUH YDOXH FKDLQ )RU XV FLUFXODULW\ LV D
HQFRPSDVVLQJ DOO VWDJHV IURP D SURGXFWjV GHVLJQ WR LWV HQG RI OLIH
DUWLFOHV H[WHQGLQJ WKHLU OLIH F\FOH DQG PLQLPLVLQJ WKH XVH RI QDWX

M ORUH LQIRUPDWLRQ7IKM WHFWIOWRWLRQ WR D FLUFXODU HFR@GRPVKUY BRDSRIINW SURGXFWYV

(QHUJ\ HIILFLHQZFNMUJ\ HIILFLHQF\ LV D SULRULW\ LQ ERWK RXU GHVLJQV DQG RXU GD\ WR GD\
RXU VWDQGDUGY WR UHIOHFW FXWWLQJ HGJH SUDFWLFHY DQG LPSOHPHQWLQ.
DQG VXVWDLQDEOH LPSURYHPHQW LQ RXU RSHUDWLRQV :H ZRUN FORVHO\ ZL\
WKH UDWLRQDO DQG HIILFLHQW XVH RI HQHUJ\ WKURXJKRXW WKH YDOXH FKDL

M ORUH LQIRUPDWLRQ&IOQ F/MHW WRIFMOXQ YHS5HS RU W

,QGLWH[ *URXS $QQXDO 5HSRUW 6WDWHPHQW RQ 1RQ )LQDQFLDO ,QIRUPDWLRQ



oviuedrHQwbo C=<oienun FkDQIH

2SSRUWXQLWLHV IRU ,QGLWH[ LQ D ORZ FDUERQ HFRQRP\

2SSRUWXQLW\ '"HVFULSWLRQ RI WKH RSSRUWXQLW\

*HQHUDWLRQ RTKH JHQHUDWLRQ DQG DFTXLVLWLRQ RI HQHUJ\ IURP UHQHZDEOH VRXUFHV SO
UHQHZDEOH HQFUUIERVH ZH LQYHVW LQ JHQHUDWLQJ UHQHZDEOH HQHUJ\ DW RXU RZQ RSHUD
SKRWRYROWDLF RU ZLQG HQHUJ\ DV ZHOO DV LQIUDVWUXFWXUH WR KDUQHVV
GHSHQGHQFH RQ WKLUG SDUWLHYV LQ WKHVH DVSHFWV DQG DOVR LQWURGXFF
LPSOHPHQWDWLRQ RI QHZ SRZHU JHQHUDWLRQ LQIUDVWUXFWXUH LQ WKH JUL(

MORUH |_Q|RUPDW| RQ IRZNIHERBRAOREQW FRQVXPSWIRQ DQG HIIIIFIRHQ\FKlD\Qﬁl'RSWUMLVDWLR

6XVWDLQDEOH BXPOGHQWKH LQYHVWPHQWY QHHGHG LQ DOO RXU KHDGTXDUWHUV SODWIRUP'
LPSDFW RI WKH FRQVXPSWLRQ RI UHVRXUFHV :KHQ EXLOGLQJ RXU KHDGTXDU\
LQVWDOODWLRQ RI SKRWRYROWDLF SDQHOV WKH FROOHFWLRQ RI UDLQZDWH!I
UHJXODWLQJ OLJKWLQJ VIVWHPV LQ DFFRUGDQFH ZLWK RXWVLGH OLJKW FRQG

M ORUH LQIRU P DWILER QgD mmd vRIFRAEKQ YH5 HS R U W

&OLPDWH ULVN PDQDJHPHQW

$W ,QGLWH[ ZH PDQDJH RXU ULVNV WKURXJK RXU 5LVN ODQDJHPHQW DQG
&RQWURO 3ROLF\ DSSURYHG LQ 7KLY SROLF\ HYWDEOLVKHV RXU ,QWHJUDWHG
5LVN ODQDJHPHQW 6\WWHP ZKLFK KHOSV XV WR PDQDJH DQG FRQWURO WKH

ULVNV WKDW LPSDFW RXU &RPSDQ\ LQFOXGLQJ WKRVH OLQNHG WR FOLPDWH
FKDQJH

$OWKRXJK WKH PDQDJHPHQW RI FOLPDWH ULVNV IROORZV JHQHUDO ULVN
PDQDJHPHQW SULQFLSOHV WKHLU VSHFLILF FKDUDFWHULVWLFV DUH WDNHQ LQWR
DFFRXQW ZKHQ LW FRPHV WR DVVHVVLQJ DQG TXDQWLI\LQJ WKHP $FFRUGLQJO\
ZH DSSURDFK FOLPDWH ULVNV HIIHFWLYHO\ DFNQRZOHGJLQJ WKHLU LPSRUWDQFH
LQ WKH FXUUHQW FRQWH[W

M IRUPDWLRQ L QS VMEVRIDEYDMHP HMWG IUDPHZRUN
7%I\RPW$LV S5HSRUW

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



oviuedrHQwbo C=<oienun FkDQIH

OHWULFVY DQG WDUJHWYV

7TDUJHWYV 'HFDUERQLVDWLRQ PHFKDQLVPV

$W WKH$QQXDO *HQHUDO OHHWLQJ RI ,QGLWH[V ZH G RPVHOMWHELW X 1F bPWHRRRLVDWLRQ WDUJH
XSGDWH RI RXU VXVWDLQDELOLW\ FRPPLWPHRGYD 2EHF kQ &/Kdhk & HB/FE HiZ YHIFEH QW VXFK DV RXU
VWULQJHQW SOHGJHV ZLWK D YLHZ WR DFKLYYYWHRBHW JHUR HPLVVLRQV E\

,Q NHHSLQJ ZLWK WKHYH WOVRHWEPLWHG WIRLW RAVIEHBR RNV RXU WHDPVj UHPXQHUDWLRQ
%DVHG 7DUJHW ,QLWLDWLYH 6%7L WKH ODWHHRABXS\GYHWEMH %KW HY RAQIFODWH QJ RXU VXVWDI
FRPPLWPHQWY DQG RXU QHW JHUR HPLVVHRRRSWBUBRWHKHRXWKKH2ZPQG VHQLRU PDQDJHPHQ
YDOLGDWLRQ :H KDYH DOVR GHYLVHG RXU QHZFHARVPLLWHY PYVYRVLRWHEG bWl BRLEXKLRQ UHGX
GHWDLOV RXU GHFDUERQLVDWLRQ VWUDWHJ\ WKH UHVRXUFHY ZH HVWLPDWH ZLOO EH

QHHGHG DQG WKH FROODERUDWLYH LOLWLDWLYHV ZH ZL OO QOXQEKWRDGYDOFEH RXU
FRPPLWPHQW WR DGGUHVVLQJ FOLPDWH FKDJGRUH LQIRUPDWLRQ LR G RELSRUDWH VR QIDRRFHW

M ORUH LQIRUPDWLRQ2IO]) m/pEwWRFREKQYH5HS R UW

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



doviuedrHQwbo C=<oiepun FkDQIH

OHWULFV

$VVHVVPHQW RI FOLPDWH FKDQJH ULVNV

3K\VLFDO ULVNV

3K\WLFDO DVVHW GDPDJH .H\ IDFLOLW\ RSHUDWLRQV
&RVW WR UHSDLU DQG UHSODEMUXBAREUHRANWR RXWSXW RI SURG)
HTXLSPHQW DQG LQYHQWRU\ BBHWDYKHWLE\Y IURP H{IWUHPH ZHDW
H[WUHPH ZHDWKHU HYHQWY SKHQRPHQD

5DZ PDWHULDO VXSSO\ 'LVUXSWLRQ RI HDUQLQJV
$JULFXOWXUDO SURGXFWV DQAVZBIWHZ WRWEHUDHMHQWY DIIHFW
DIIHFWHG E\ H{WUHPH ZHDWKEX\ISKHBEREH\W Y

DQG FKURQLF FOLPDWH FKDQJHV

7TUDQVLWLRQ ULVNV

5HIJXODWRU\ GLPHQVLRQ 7HFKQRORJLFDO GLPHQVLRQ 5HSXWDWLRQDO GLPHQVLRQ
&DUERQ FWUFARQ SULFLQJ SROAKHLSIWFHDRIN DGRSWLRQ Rl ORZDEBD®RIQDFWLYLVP DQG VWLJIPD
LQ HDFK Rl WKH MXULVGLFWL ROV KRRORBARAMKH UHVXOWLQJFRQMMPR QMHIDWLYH FKDQJH LQ S
LQFHQWLYLVH GHFDUERQLVDWURI@LXB)DROWDMWHRWYWKH FRPEHWRWLWRRBYVEY FRPSDQLHV Z
SD\ D SULFH IRU HPLVVLRQV WRK FRRBOMIWMWRWIDUFRQVHTXHQWH @V IWKIHDFWLYLWLHYV &RQVX
YDOXH FKDLQ LPSDFW LQ WHUPV RI RSHUD WU QHFMW[I$E EVY H\O DRRBBVH DFWLYLVP
&DUERQ PIWUNH®NYHORSPHQW K YDOXH RI WKH DVVHWYV  DQMFWWP HQWHW WRUWFRQILGHQFH

HPLVVLRQV PDUNHWYV vwLoo Yo'l R SWRHWZHH Q LRREMWPIMARQ DQG
H[SHULHQFLQJ DQ LQFUHDVH pdREHWHEEEO LW

/HIJDO OLDELOLW\ GLPHQVLRQ

b RP HPLVVLRQV DQG FOLPDWH
'V\H_QQLVDWLRQ RI ODZVXLWV DJDLQVW

SURGXFWV DQG VHUYLFHV WRBRSB®k VXWAPD § HOLDELOLW\ LQ HPLWWLQJ
&RPSHWLWRUV PD\ HPHUJH zKRIEQK&ZYH JDVHV DQG L
LQORYDWLRQV WKDW WUDQV|F§5;9% LPFDB@GDBEYLURQPHQWDO FRQVHTXHQFHYV
WKUHDWHQ WR FDSWXUH PDUNHWRERbUH 1urRP WkH

HVWDEOLVKHG SOD\HUV

ODUNHW GLPHQVLRQ

&RQVXPHUV SUHIHUHQFH IRU APAMIES W
FRQVXPHUV WHQG WR SUHIH Ebpo%\‘}':f%‘&

LociwHl *urxXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



doviuedrHQwbo C=<oiepun FkDQIH

6XPPDU\ RI FOLPDWH FKDQJH ULVN

7&)" 8SVWUHDP UDZ PDVWNBEDO¥KDLQ DQXX QDO VWDJHV
JUDPHZRUINPHQVLRQV VXSSO\ RSHUDWLRQV YDOXH FKDLQ *URXS ILQDQFLDO ULVNYV

$FXWH ULVNV HBPWRHWHWHUP GLVUXSWURQV RQ@DW KIHKRWWX 8\WM URQGHPD QG
ZHDWKHU HYHQWWXSSO\ RI UDZ PDWH@GEGDEDWPDJIJH WR SK\WURBWLRQ

DVVHWYV
3K\VLFDO
ULVNV &KURQLF ULVNV 91DBGGAEDW\ RI UDZ FRUWHLNWNONR WKH HIDHOXGHHRKEBHLRQ GHPDQG IRU

FKDQJHV LQ ZHDWKSSWO\ LQ FHUWDLRQUAKHUR@Y Q UHJIFRIQMWDY@®SURGXFWV LQ FHUWDLQ
SDWWHUQV UHVXOW RI ZDWHUWUHNMBBYV DQG
KHDW ZDYHV

5HIJXODWRU\ ULVRFUADVERQHPLVVLRFEYHFRVMGLER VW 3DIVMR WKILR X JK Rl KLJKHU FRVWYV
SULFLQJ HDUO\ VWDJHV Rl WKHO' BB SHFEPQQD B AIWUWVKOMVRI GHPDQG
HODVWLFLW\

7THFKQRORJLFDO&RQWRMDGHADQU ERQHYDWXR@ LRQ RI ANVWKBA/LYH FRPSHWLWLRQ WKDW
LQ ORZ FDUERQ HDUO\ VWDJHV RI WKMNWHWRO XKMHFE BL\QHALCRG BV VADWWHW VKDUH
WHFKQRORJLHYV

ODUNHW FRQVXPHUV| &RQVXPHU SUHIHUHQFHYV
SUHIHUHQFH IRU VKLIWLQJ WRZDUGV VXVWDLQDEOH
7UDQVLWYRYWDLQDELOLW\ DOWHUQDWLYHV
ULVNV 5HSXWDWLRQ FOLPDWH &RQVXPHUV] SHUFHGWHL\RWQPRIIQW PDUNHW;|V
DFWLYLVP DQG WKH *URXS DQG LVSHEEBDRQWBVRQ RI WKH *URX
VWLIPDWLVDWLRQ VXVWDLQDELOLW\ VWUDW
ODUNHW LQYHVWRU ODUNHW VKRFN UHVXOWL
VHQWLPHQW IURP GLYHVWPHQW LQ
FDUERQ LQWHQVLYH VHFV
/LDELOLW\ FOLPDWH OLWLJDWLRQ /IDZVXLWV OLQNHG WR WK
FRQWULEXWLRQ WR FOLPI
FKDQJH

LociwHl *urxXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



I:IMPHQWDO l ‘DWHI PDPDIHPHQW

‘DWHU PDQDJHPHQW

ODWHULDO WRSLF BROQDXWIHRQV :DWHU

1 PARTNERSHIPS
FORTHE GOALS.

&

$PELWLRQ DQG JRDOV FRQFHUQLQJ ZDWHU
*5

$W ,QGLWH[ ZH DUH DZDUH RI WKH FULWLFDOXPERHWPRFH RIHZOWHRW LRU \OH IHHBYEELQJI ZDWHU

HFRV\VWHPV DQG WKH FKDOOHQJHV SRVHG LRSWHDM RQ\D PMICOBPESSOWFPMIE &RQVHTXHQWO!

TXDOLW\ 7R DGGUHVV WKRVH FKDOOHQJHV ZRDRRRGXNAWXEXWJLDDW HDWIRGHVXROWDRWD LQ RXU

RZQ DQG LQ SDUWQHUVKLS ZLWK RXU VWDNHERGRRE D UM ZHWXFH RXWKLY ZLOO KHOS SUHVHU

HQYLURQPHQWDO LPSDFW DQG SUHVHUYH PDWHQRXDEE DUH3 IORZWMH R NBRMNWEIRRXVH JDV *+*

HQHUJ\ XVH LQ UHODWHG SURFHVVHV

2XU DSSURDFK WR ZDWHU PDQDJHPHQW WDNHV LQWR DFFRXQW ZDWHU DOO WKH

GLPHQVLRQV UHODWHG WR RXU GLUHFW DQG:HQGLH HRWUMRMO\L WRBNLGKIWR XS GRWH @®XU *OR
ZH VLIQHG D FRPPLWPHQW ZLWK &(2 :DWG&W WDWIBD WBILWRGS DWVHQYXULQJ VXVWDLQDEOH D

IUHVK ZDWHU WKURXJK FROOHFWLYH DFWLR® EQRV VZRXWH ¥ DVOXUH MR/ BIGQ UAKYLHIH EDUR.RRW L QJ D F)

DURXQG WKH ZRUOG E\ SURWHFWLRQ DQG UHVWRUDWLRQ RI ULYHU EDVL

LWKLQ WKH IUDPHZRUN RI WKLV VWUDWHJ\ ZH K
IRFXVHG RQ WKH DQDO\VLV RI LPSDFWV DQG WKH

7KH HIILFLHQW DQG UHVSRQVLEOH XVH RI ZDWH
RI WKH EHVW DYDLODEOH WHFKQRORJLHV UHXVH

,PSURYLQJ WKH TXDOLW\ RI WKH GLVFKDUJH DQ
PDQDJIJHPHQW VXFK DV WKH XVH RI VDIH DQG VXV\
SURGXFWYV

7KH LPSOHPHQWDWLRQ RI D ILEUH SODQ WKDW |
UHJHQHUDWLYH SUDFWLFHV ZLWK WKH XVH RI UD
RQ ZDWHU

7KH SURWHFWLRQ RI DTXDWLF HFRV\VWHPV DQG
GHWHULRUDWHG ZDWHU EDVLQV

$QRWKHU UHOHYDQW LQLWLDWLYH LV WKH ZRUN
VWDQGDUG WR H[SDQG NQRZOHGJH DERXW WKH Z
FKDLQ 3DUDPHWHUV VXFK DV ZDWHU VWUHVV Wil
WKH ZDWHU XVHG DQG ZDWHU UHXVH DQG UHF\FO
VWUDWHI\ FRQWH[WXDOLVHG WR VXLW WKH ORFD
HDFK IDFLOLW\

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



I:IMPHQWDO l ‘DWHI PDPDIHPHQW

:DWHU PDQDJHPHQW L QLW LBDWILYHYSYRYHRHREG SODQV LQ FROQMXQFWLR
RSHUDWLRQV WR RSWLPLVH ZDWHU XVDJH DQG LPSURYH WKH

GLVFKDUJHV

*5, 3XEOLVKLQJ EHVW SUDFWLFHV LQ ZDWHU PDQDJ

LPSURYHPHOW RI GLVFKDUJH TXDOLW\
$W RXU IDFLOLWLHYV ZDWHU LV PDLQO\ FRQVXPHG IRU FOHDQLQJ DQG VDQLWDU\

SXUSRVHV ,Q DGGLWLRQ RXU LQGXVWULDO SQPHDMM &Y b ZHWHR URDRR 8b URHQUWWHBPLOLWLHYV
JHQHUDWLRQ DQG FRROLQJ E\ PHDQV RI FORV{WHFKRRD RIYWW RHUHYRHEQIURP WKH LQQRYDWLR
WKHUHIRUH HVWLPDWH WKDW WKH DPRXQW RIFRRWH B ARV XRH G LW KCERPSEW@I\HY IURP YDULRX

HTXLYDOHQW WR WKH DPRXQW GLVFKDUJHG )SWYSRAMPRUMDYPYWHBWWH WG RPOURXY QI GLV
IDFLOLWLHV LV FKDQQHOOHG WR WKH DSSURSULDWH ZDVWHZDWHU VI\VWHPV 2Q WKDW

EDVLV RXU ZDWHU XVDJH DQG PDQDJHPHQW %\RIH/VS QRWHKQWLIHQ D QVKAYBIFWQ RQLDWLYHV ZH KDY

SURWHFWHG KDELWDWYV FRQVXPSWLRQERXU VXSSERFEDUGG WR :H D
FRPPLWWHG WR DFKLHYLQJ D UHGXFWLRQ E\
,Q ZDWHU FRQVXPSWLRQ LQ RZQ IDFLOLWLHVhFRUSRUDWH KHDGTXDUWHUYV

IDFWRULHV ORJLVWLF FHQWUHYV DQBXEWRUHVHhDPRXOWHGWR ——F " oo i i o o o o

PHWUHV QHNV WKDQ KB ZDWHU FRQVXPSWLRQ DW<R®W FHQwJH DWL\S'; ZPDI-YVHVbJ FRQVXPSWLRQ
LV FDOFXODWHG WKURXJK GLUHFW PHWHU UHDGLQJV DQG ELOO FKDUJHV IURP SXEOLF

ZDWHU XWLOLWLHYVY FRPSDQLHYV

:DWHU FRQVXPSWLRQ EDVH \HDU

VXPSWLRQ IRU DQG KDV EHHQ UHFDOFXOD

R
:DWHU S5HODWLYH 52DONDHWL Y H ZPF\"é&U YHPHQWV PDGH WR WKH FRUSRUDWH V\VWHPV WK
<HDU FRQVXPSWERQVXPSWERQVXPSWLRQRGXFWLRQ SURFHVVHYV
P

OLWUHV P PO E

(QYLURQPHQWDO LPSURYHPHQW SODQV
$ IXQGDPHQWDO SLOODU RI RXU 6XSS0O\ &KDLQ 7L

ORUHRYHU ZH KDYH LQLWLDWLYHV LQ SODFH*\(,?)YI'—‘}QPDQ/RWQW'?(Q#%?VWW&"W%@?WBW TKHVH 'S
RXU FHQWUHV LQ &HUGDQ\ROD $WKHV[R WD ¢wpRLHEV DQG PDQXIDFWXUHUV WR DGYDQ
FROOHFWH® RI ZDWHUPRWH WKDQWRLYV zpwWYPQVIRUPLQI WKH VHFWRU

ZDV XVHG IRU LUULJDWLRQ DQG VDQLWDWLR

% UHODWLRQ WR ZDWHU WKH SDUWLFLSDWLQJ I
DFKLHYH WKH IROORZLQJ REMHFWLYHV

DWHU PDQDJHPHQW LQLWIsDMWEWLRY RI ZDWHU FRQVXPSWLRQ XQWLO UHI
WKURXJKRXW WKH VXSSO\ FKDBRRJRUGDQFH ZLWK RXU LQWHUQDO VWDQGDUGV

$OLIQPHQW RI WKH ZDVWHZDWHU GLVFKDUJH TX
OHYHO RI WKH GLVFKDUJH VWDQGDUG GHYHORSIH

2XU VXSSO\ FKDLQ HQFRPSDVVHV RQH RI WKH PRIWCTW KBS WHRRM vyH TurDV

Rl RXU YDOXH FKDLQ QDPHO\ ZHW SURFHVVH:%/ \ I;Q,J ZBD KFL'_L'J FLIQK&m

DQG SULQWLQJ DPRQJ RWKHUV 0LQGIXO RI &%% SREW ¥by %RI w Ve FkHPLFDOV
SURFHVVHV LQ ZDWHU PDXDIRBBEWHQWHG LQLWLDWLYHYV

DLPHG DW UHGXFLQJ ZDWHU FRQVXPSWLRQ DQG LPSURYLQJ GLVFKDUJH TXDOLW\
LQFOXGLQJ

*5

BURSRVDO IRU XSGDWHV WR RXU *UHHQ WR :HDU VWDQGDUG WKDW DOORZV LW WR
EH DGDSWHG WR WKH QHZ SURGXFWLRQ SURFHVVHV DV ZHOO DV WR IRVWHU WR
WKH HfWHQW SRVVLEOH HYHQ JUHDWHU VDYLQJV LQ ZDWHU XVDJH

:DWHU FRQVXPSWLRQ DW FRUSRUDWH KHDGTXDUWHUYV DQG ORJLVWLFVY FHQWUHYV ZDV FDOFXODWHG XVLQJ
WKH QHW H[SHQGLWXUH SHU VWRUH :H KDYH XVHG WKH VSHFLILF DYHUDJH SULFH RIP SHOUKNR®RHIDQ G IRU
7KH YROXPH RI ZDWHU FROOHFWHG LQ VWRUP WDQNV ZDV FDOFXODWHG XVLQJ IORZ PHWHU PHDVXUHPHQ

6XSSO\ FKDLQ ZDWHU FRQVXPSWLRQ LV FDOFXODWHG IRU DOO SURGXFWLRQ IDFLOLWLHYV LQ RXU VXSSO\ F
FRQVXPSWLRQ GDWD FROOHFWHG LQ IDFWRULHV IRU HIDPSOH WKURXJK HQYLURQPHQWDO DXGLWV )RU FLC
DYHUDJHV RI WKH HQYLURQPHQWDO DXGLWYV

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



OoviurdprPHQWDO

7KH IDFLOLWLHV SURSRVH DQ DFWLRQ SODQ
LQFOXGHYV FRQFUHWH PHDVXUHV LPSOHPHQ
RI WKH UHGXFWLRQ RI LPSDFWV $ QHWZRUN
VSHFLDOLVWY DQDO\WHV WKH YLDELOLW\ RI
SURSRVHG DFWLRQV 2QFH YDOLGDWHG WKF
WHFKQLFDO VXSSRUW DQG PRQLWRULQJ RI W
VSHFLDOLVWYV

7KH HQYLURQPHQWDO LPSURYHPHQW SODQV
SODQV 7KURXIMRKWYH FROODERDDBWHGNZ HW
LPSURYH WKHLU ZDWHU FRQVXPSWLRQ WKUR

Lol wH[ *1IRXS 4QQXDO 5HSRUW

‘DWHI PDPDIHPHQW

1HZ UHTXLUHPHQWYV IRU ZD
PDQDJHPHQW LQ RXU VXSSC

‘H KDYH LQFOXGHG QHZ UHTXLUHPHQWYV UHO
PDQDJHPHQW LQ RXU HQYLURQPHQWDO SUHGQC
DVVHVVPHQW (3% ZKLFK LV FDUULHG RXW C
RXU VXSSO\ FKDLQ VXEMHFW WR WKH *UHHQ
RQFH WKH\ KDYH SDVVHG WKH SUH DVVHVVP}
&RQVHTXHQWO\ IDFLOLWLHV WKDW GR QRW
FRQWURO WKHLU RYHUDOO ZDWHU FRQVXPSV
LQGLYLGXDO FRQVXPSWLRQ RI WKHLU PDFKL
IURP RXU SURGXFWLRQ /LNHZLVH QHLWKHU
GR QRW LPSOHPHQW PHDVXUHV WR SUHYHQMW
UHXVH ZDWHU DFFHSWHG LQ RXU SURGXFWLF

.QRZOHGJH WUDQVIHU SODWIRUP

7KH SODWIRUP SURYLGHV LQIRUPDWLRQ IRU ZHW
WKHLU ZDWHU FRQVXPSWLRQ DQG WKH TXDOLW\ |
PHDVXUHV WR LPSURYH ZDWHU FRQVXPSWLRQ LQ
SURGXFWLRQ SURFHVV XVLQJ FHUWDLQ FKHPLFD
RI UHXVLQJ DQG UHF\FOLQJ ZDWHU DOZzZD\V WDLC
SURFHVYV DW HDFK IDFLOLW\

,Q DGGLWLRQ DPRQJ RWKHU WKLQJV IDFLOLWLH
LQYHVWPHQW QHHGHG WKH HVWLPDWHG LPSDFW
HYHQ SRWHQWLDO FRQVWUDLQWY LQ WKH LPSOH
SODWIRUP DOVR SURYLGHV LQIRUPDWLRQ RQ WKH
WHFKQRORJLHVY RYHU FRQYHQWLRQDO RQHV

7KLV WRRO ZDV GHYHORSHG WKURXJK D FROODEF
HQWLUH WH[WLOH LQGXVWU\ ZKLFK LV ZK\ ZH KD
DFFHVVLEOH YLD RXU FRUSRUDWH ZHEVLWH WR D

,Q ZH DGGHG PRUHHWKRBI@VXUHV IRU WKH SURG
ERWK WH[WLOH DQG OHDWKHU DUWLFOHY UDQJL
DQG FKHPLFDOV WR HDV\ WR LPSOHPHQW JHUR F
HITLFLHQF\ DW IDFLOLWLHYV /LNHZLVH PDQ\ RWKI
LQ SUHYLRXV \HDUV KDYH EHHQ UHYLHZHG DQG X

lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



OoviurdprPHQWDO

IHWZRUN RI FROODERUDWLQJ IDFLC
RI RZQ 5 '

$W ,QGLWH[ ZH ZRUN ZLWK VHYHUDO IDFLOL
PHDVXUHY DQG WHFKQRORJLHV DLPHG DW LF
FRQVXPSWLRQ DQG RU WR HQKDQFH GLVFKD!

$ORQJ ZLWK LPSURYLQJ ZDWHU FRQVXPSWLR
GHYHORSPHQW QHWZRUN DLPV WR SURYH WE
WHFKQRORJLHVY ZRUN RQ DQ LQGXVWULDO VtF
LV SURYLGHG WR FRPSLOH FDVH VWXGLHV W
DFKLHYHG SDYLQJ WKH ZD\ IRU WKHLU UROC

'LWK WKLV JRDO LRHPERGGKBWHG SLORW SUI
IDFLOLWLHV LQ 3RUWXJDO DQG 7%UNL\H $0!

FRQVXPSWLRQ WKHVH LQLWLDWLYHY DOVR ¢
FRQVXPSWLRQ SURGXFWLYLW\ DQG ORZHUH"

$ FDVH VWXG\ ZDV FDUULHG RXW LQ 7%UNL\F
SXEOLVKHG RQ RXU NQRZOHGJH WUDQVIHU 3

i&ROG ZDVKLQJ DIWHU WKH G\HLQJ SURFHW"
UHGXFHV WKH ZDWHU QHHGHG WR ULQVH DI

i2QH VWHS H[KDXVW G\HLQJj ZKLFK LQYROY
DQG G\HLQJ WKH IDEULF

7KH UHVXOWY REWDLQHG IURP WKH MRLQW L
WKH YDULRXV WHVWYV FDUULHG RXW VKRZHG

:DWHU FRQVXPSWLRQ UHGXFWLRQ XS WR
6WHDP JHQHUDWLRQ UHGXFWLRQ XS WR
(OHFWULFLW\ FRQVXPSWLRQ UHGXFWLRQ X

5HGXFWLRQ RI SURFHVV GXUDWLRQ XS WR

Lol wH[ *1IRXS 4QQXDO 5HSRUW

‘DWHI PDPDIHPHQW

)

5' LIRUWKH SUHYHQWLRQ
PLFURILEUH VKHGGLQJ"

,Q ZH ZRUNHG WR GHYHORS D QXPEHU RI
SUHYHQW ERWK VIQWKHWLF DQG QDWXUDO P
LQ WKH WZR DUHDV RI WKH YDOXH FKDLQ ZKl
DQG VXEVHTXHQW UHOHDVH LQWR ZDVWHZDYV
UHOHYDQW ZHW SURFHVVLQJ DQG GRPHVWLI

7KLV \HDU ZH SUHVHQWHG WKH $LU )LEHU :C
LQ SDUWQHUVKLS ZLWK WKH 6SDQLVK FRPSD
ZKLFK DLPV WR KHOS SUHYHQW WKH UHOHDYV
GRPHVWLF ZDVKLQJ 8VLQJ DQ LQQRYDWLYH
WHFKQRORJ\ WKLV QHZ GHYHORSPHQW PDNF
UHPRYH SULRU WR VHOOLQJ WH[WLOH DUWL
PLFURILEUHV WKDW ZRXOG RWKHUZLVH EH U
GRPHVWLF ZDVKLQJ )XUWKHUPRUH WKLV LV
LQFUHDVLQJ ZDWHU DQG HQHUJ\ FRQVXPSWL
FRPSURPLVLQJ WKH TXDOLW\ Rl WKH WUHDW!|

$OVR LQ ZH ODXQFKHG 7KH /DXQGU\ E\ ,Q
LQGXVWULDO VFDOH 7KLV KRXVHKROG GHWFE
UHGXFH PLFURILEUH VKHGGLQJ LQ GRPHVWLI
VROXWLRQ MRLQWO\ GHYHORSHG E\ ,QGLWH
&DUH DQG , , 6ROXWLRQV FDQ UHGXFH PLFU
E\ XS WR GHSHQGLQJ RQ WKH W\SH RI IDE
ZDVKLQJ FRQGLWLRQV

,Q DGGLWLRQ ZH ZRUN ZLWK RWKHU LQGXVW
QHZ WHFKQRORJLHYV RU SURGXFWLRQ V\VWHF
LPSDFW RQ ZDWHU UHVRXUFHY $ JRRG H[DP!
GHYHORSBHQWM RI5%\ &+7 DQ LQQRYDWLYH
G\HLQJ VROXWLRQ WKDW QRW RQO\ VODVKHYV
E\ XS WR EXW DOVR SUHYHQWYV PLFURILE
7KLV QRYHO GHYHORSPHQW ZKLFK LV WKH U
UHVHDUFK SDUWQHUVKLS ZLWK &+7 WKDW FR
DQG WKDW ZH ODXQFKHG RQ DQ LQGXVWULD(
EDVHG RQ D SLIJPHQW G\H WKDW GRHV QRW L
DQG GU\LQJ SURFHVVHV WKHUHE\ UHGXFLQJ
QHHGHG WR KHDW WKH ZDWHU XVHG LQ FRQY
SURGXFWLRQ SURFHVVHV 7KLV FDQ VDYH XS
HQHUJ\ FRPSDUHG WR RWKHU FRQWLQXRXV |
WHFKQRORJLHV

lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



I:IMPHQWDO l ‘DWHI PDPDIHPHQW

&ROODERUDWLRQV ZLWK H[WHUQDO LQLWLDWLYHV

M ORUH LQIRUPDWLRQ Q0 WXBIWARKX PARRIOM DERUDWLRQ D
,Q RUGHU WR RSWLPL]H HQYLURQPHQWDO P D Q DUJHFUHRQ WP HQ VR KRW EXBBIH\D BK\BORIW, QO LWH[jV FRUSRU

FROODERUDWH ZLWK WKH ,QVWLWXWH RI 3XEOLF (QYLURQPHQWDO $IIDLUV ,3( RI
&KLQD ZKLFK GLVVHPLQDWHY HQYLURQPHQWDO LQIRUPDWLRQ SURYLGHG E\ ERWK

*
RYHUQPHQW DQG IDFWRULHV DQG EUDQGV :LWK WKH GHVLUH WR DGYDQFH LQ WKH HYDOXDW

,Q DGGLWLRQ WR WKH HQYLURQPHQWDO sHURJIFOGEFIVEY % R Qe D PURWHTW L RER! 2D
,3( PROQLWRUV VXSSOLHUV RI UDZ PDWHULDOG DG E PEIRVESEY KD 0%8BZD\J/"'WHKH’—|HQFH 1UDPHZE
ZDVWHZDWHU WUHDWPHQW SODQWV DQG WK VPR ANV 8 29 WHU bopovwHY |0

WKH ,3( UHFRJQLVHG RXU &RPSDQ\jV HIIRUWV WR LPSURYH
HQYLURQPHQWDO SHUIRUPDQFH LQ RXU vXsSKURKYKEXP ERYH 2R MG 6 VERWIVOG (LOGOLI

JOREDOO\ DQG LQ WKH WH[WLOH VHFWRU LQ XWP&P WHIGRX Y wo ¥Eb D RV HPGIRW WU DWHIV DV .
FROODERUDWLYH DFWLRQV ZELWK RWKHU FRPSDQ!

YXUWKHUPRUH ZH KDYH DGRSWHG WKH ODQXIDFWXULQJ 5HVWULFWHG

6XEVWDQFHV /LVW 056/ E\ WKH =HUR 'LVFKD,@JH RH+MDRDRQERXW K&K O DEDQ¥H IRU :DWHU 6WHZ
='+& )RXQGDWLRQ 7KLV UHJXODWHV WKH TRDODW L \RD VELLR/G KIDAJ MAK/H IIRAUH] UR QW LRIJZDWHU JR
FRPSOLDQFH ZLWK UHTXLUHPHQWYV IRU ERW KHFKKPQ FD@J VWERB DA H G YHDMBEGWHBSHULHQFH ZLWK F
IDFLOLWLHY WKDW XVH WKHP :H DOVR LQWHZDDWHG® REDJHAHOWWQESLQBUWAW VHFWRUV DV
SURJUDPPH LQ ='+&jV FKHPLFDO SURGXFW FRALWKRORPW (RD WWHKIH P SLLOR WIKRIMPM) INHAHY EDVLQV VK|
LQIRUPDWLRQ WR GHWHUPLQH ZKHWKHU D SDUWLFXODU FKHPLFDO LV FRPSOLDQW

ZLWK 056/ GLVFKDUJH SDUDPHWHUY DV ZHOO DV DSSOLFDEOH OHJDO

UHTXLUHPHQWYV

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



OoviurdprPHQWDO

%I RGLYHUVIW\A\IDQG HFRV\VWHPV

%LRGLYHUVLW\ DQG HFRV\VWH

ODWHULDO WRSLF %LRGLYHUVLW\ DQG HFRV\VWHPYV

1 PARTNERSHIPS
FORTHE GOALS

&

2XU %LRGLYHUVLW\ 6 WUDWHJ\

*5

$W RXU &RPSDQ\ ZH XQGHUVWDQG KRZ LPSRI!
HFRV\VWHPV WR VXVWDLQ VRFLHW\ DQG OLI}
SURWHFWLQJ QDWXUDO HFRVA\VWHPV LQ DOO
ZKHUHYHU LW LV LPSRUWDQW IRU WKH ZHOIL
ELRGLYHUVLW\ LWVHOI

,Q ZH SXEOLVKHG RXU %LRGLYHUVLW\ 6W
RI WKH 8QLWHG 1DWLRQV &RQYHQWLRQ RQ ¥
SURWHFWLQJ DQG SUHVHUYLQJ ELRGLYHUVL
7KLV VWUDWHJI\ LV FRPSOHPHQWHG E\ WKH *
*OREDO :DWHU ODQDJHPHQW 6WUDWHJ\ DLPI
ZDWHU XVDJH DQG FXWWLQJ KDUPIXO GLVFK
HPLVVLRQV DQG ZLWK WKHP WKHLU DGYHU\

‘H FXUUHQWO\ KDYH UHIHUHQFH QHZ IUDPHZ
VWUHQJWKHQ RXU ZRUN RQ ELRGLYHUVLW\ D
6FLHQFH %DVHG 7DUJHWYV 1HWZRUN 6%71 D
UHODWHG )LQDQFLDO 'LVFORVXUH 71)'

,Q WKLV UHJDUG ZH IROORZ WKH $5 7 $YRL(
5HJHQHUDWH DQG 7UDQVIRUP IUDPHZRUN !
FRPSUHKHQVLYH IUDPHZRUN HQFRPSDVVLQJ
GLPHQVLRQV

$YRLG
5HGXFH
5HVWRUH
5HIHQHUDWH
7UDQVIRUP

Lol wH[ *1IRXS 4QQXDO 5HSRUW

,QGLWHI[jV FRPPLWPHQW
WR ELRGLYHUVLW\

$V SDUW RI RXU QHZ VXVWDLQDELOLW\ FRPP
SURWHFW UHVWRUH UHJHQHUDWH RU SURP
PDQDJHPHQW DSSURDFKHV WR LPSURYH ELRC(
DUHD RI ILYH PLOOLRQ KHFWDUHYV

7R DFKLHYH WKLV ZH ZRUN ZLWK GLIIHUHQW
VXFK DV &RQVHUYDWLRQ ,QWHUQDWLRQDO Z
)XQG IRU 1DWXUH IRVWHUV UHJHQHUDWLYH |
SUDFWLFHV $QRWKHU VXFK RUJDQLVDWLRQ

:LOGOLIH )XQG ::) ZKLFK ZH VXSSRUW LQ U
HQGDQJHUHG HFRV\VWHPV LQ (XURSH $VLD

/IDWLQ $PHULFD

,Q ZH ODXQFKHG WKH EULQJ\RXURZQEDJ

WUDHWXEROMWDWLYH DQG EHJDQ FKDUJLQJ
SDSHU EDJV DQG HQYHORSHV LQ RXU VWRUH
UDLVLQJ DZDUHQHVYV DPRQJ RXU FXVWRPHUV
LPSRUWDQFH RI XVLQJ UHXVDEOH DOWHUQDV
UHGXFLQJ ZDVWH JHQHUDWLRQ DQG PLQLPL]
RI UDZ PDWHULDOV ZDWHU DQG HQHUJ\

7KLV LQLWLDWLYH F XROUHCHVDD SNHHW M QW L Q
LQ KDV PDGH LW SRVVLEOH WR UHGXFH W
EDJV DQG HQYHORSHV GHOLYHUHG WR RXU V
JLNHZLVH WKH FROOHFWLRQ REWDLQHG IRU
SURMHFWV VLQFH KDV EHHQ PLOOLRQ F
ZH KDYH DOORFDWHG DW WKH HQG RI WKH \I
HXURWR SURMHFWY LQ FRXQWULHV

'XH WR WKH ODJ EHWZHHQ WKH FROOHFWLRQ RI
IRUPXODWLRQ RI WKH LQLWLDWLYHV FXUUHQWO\ W
KLIKHU WKDQ WKH FRQWULEXWLRQ DOORFDWHG WF

lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



OoviurdprPHQWDO [

%I RGLYHUVIW\A\IDQG HFRV\VWHPV

$YRLG WKXV SUHYHQWLQJ GDPDJH LQ WKH ILUVW SODFH

7KH PRVW LPSRUWDQW PHDVXUH LQ IRVWHULQR EHRW LYHRIWX) RW HBRWUWRSIQDVY SUHRWR® UROH D
SRWHQWLDO QHJDWLYH LPSDFWV RQ QDWXUHEHRSGHFHDUDWL@QKURH PRWW FRQWIULMEXMWLQJ WR
DUHDYV JUHHQKRXVH JDV VLQNV DQG VRPHWLPHV WKH\

DUHDV RI KXJH LPSRUWDQFH WR WKH ORFDO FRF
SLWK WKLV DLP LQ PLQG ZH LPSOHPHQW DFWLROQM GHWKAWCOYE PRUHBWQPEWWUYBO WKDW ZH
LPSDFWV RQ HFRVAWVWHPV RI KLJK ELRGLYHUVEWP YW QXRIP VWHR/S RYVAEIORP VD UPLQJ DQG QRW U

IRUHVWV RU WKH KDELWDWV RI HQGDQJHUHG N8HEBIgHW UHE DKBHE WAKHVH LPSDFWV
ZH XVH WZR IXQGDPHQWDO WRROV

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ
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7KLV 3ROLF\ VSHFLILHY WKDW RXU SDSHU RU ZRRGCHBHRBWOAMNL\R @ RG WHKHMWEZRREMBY WR SURJUH)
IXUQLWXUH LQ RXU VWRUHV PXVW EH FHUWLIIHFR @ R PMAKHRZ)BGRHEM V. W UAWH X PHUICQVKRBDWLRQ LQ UHF
&RXQFLO )6& RU 3URJUDPPH IRU WKH (QGRU\SHRGBQWWULRQ U BHMWHVVHY DQG XVH DQG HQG RI (
&HUWLILFDWLRQ 3()& LPSDFWV WKURXJKRXW RXU SURGXFWVj OLIH F\F

WR UHGXFH ODQG XVH SUHYHQWLQJ WKH FRQYH
ORUHRYHU ZH RQO\ ZRUN ZLWK VXSSOLHUV RIXMHERHO GWYUDIHCGUHNRPXBHAOXPRYHPLVLQJI WKH |
SXO0S WKDW DUH QRW VRXUFHG IURP SULPDU\ MRUR HIQBPIQd HU MK IRKHUWXS SO\ DQG HQG RI OLII
FODVVLILHG DV iJUHHQ VKLUWVj LQ WKH +RW gXW W0 5HE MKW \VE\E&EDQRS\ RRRXU WH[WLOH S
RUJDQLVDWLRQ ZH KDYH EHHQ ZRUNLQJ ZLWKWIRFGG EHWR EHMAWEHIW R RWHFWQWLRQDO UHF\
SULPDU\ DQG HQGDQJHUHG IRUHVWYV IURP QHZ JHQHUDWLRQ ILEUHYV

‘H DUH FXUUHQWO\ UHYLVLQJ WKLV 3ROLF\

PDWHULDOV SRWHQWLDOO\ OLQNHG WR GHIR%E%QEgE%?P%WYﬁmMODU HER

IGWZOLWWSH SR UW
$QLPDO :HOIDWBW3RGILMH] ZH ZDQW WR DYRLG KDYLQJ D HIDWLYH

LPSDFW RQ DQLPDOV DQG WKHLU QDWXUDOWTWUW—TWWETW

SURGXFWYV WKDW FRQWDLQ PDWHULDO RI DQLPD RULJLQ PXVW FRPH IURP
L

X
DQLPDOV EUHG RQ IDUPV IRU WKH SXUSRVH BV REWRWIPSILb P B8W HYS B HaF ROV MW KRYZH LQ V
QR FLUFXPVWDQFHV IURP DQLPDOV WKDW DEFRPWHEbREVWRKPY N AR & SH NWEDVGHY DQG FI
VKHOOV KRUQV ERQHV IHDWKHUV RU GRzQ'HY¥WWRHUPRPH SREOPYY B APWibY DQG KDPSHU E
PXVW EH WUHDWHG HWKLFDOO\ DQG UHVSRQW iYWk DM MIPYO FH BILWKHVKRZ PDWHULDOV
LOWHUQDWLRQDOO\ DFFHSWHG )LYH )UHHGRPYIDQLFQR B 3! FH@HY RN LUH D W I EN
WKLUVW KXQJHU DQG PDOQXWULWLRQ IUHH IURP IHDU DQG GLVWUHVV IUHH IURP
GLVFRPIRUW DQG H[SRVXUH IUHH IURP SDLQ LQMXU\ DQG GLVHDVH IUHH WR

H[SUHVV QRUPDO EHKDYLRXU M ORUH LQlRUPDWl RQ I'FI\AIHF)\I\FI('IS?@\/I—lﬂHF\I\I'LRlQ RI UDZ P
WKLV 5HSRUW

5HGXFH KRZ ZH PLQLPLVH RXU LPSDFW RQ

ELRGLYHUVLW\
5HVWRUH ZH VXSSRUW WKH FRQVH

$IWHU DYRLGLQJ QHIJDWLYH LPSDFWV RXU QQ MVRARY DWYR @ HEX HFERXYRVIWHP V
LPSDFWV WKDW PLJKW DULVH DV D UHVXOW RI RXU DFWLYLW\ 7R DFKLHYH WKLV JRDO
ZH SULRULWLVH PDWHULDOV DQG SURGXFWLR® SHRSHYY BVWKKRY¥W UH G XRR FSLRYWPHERWLBODWWD L
QHJDWLYH LPSDFWV RQ ELRGLYHUVLW\ WKURXNRWHFWHG UHVWRUHG UHJHQHUDWHG RU XQGlH

IRU ELRGLYHUVLW\ LPSURYHPHQW ZH DLP WR UH
3URJUHVV WRZDUGV GHF XIREAQWRDMHERE) UHGXE D WWIBHWH DV FORVH DV SRVVLEOH WR WKHLU |
DGYHUVH HIIHFWV Rl FOLPDWH FKDQJH RQ HFRV\VWHPV DQG ELRGLYHUVLW\
DFNQRZOHGJLQJ WKHLU LQWHUGHSHQGHQFHR DFKLHYH WEHVZHQH LQYROYHG LQ YDULRXV SL

5HVWRUDWLRQ DQG FRQVHUYBWIRRQVRIL BHXW®WW WR
SURMHFWY WR UHVWRUH DQG FRQVHUYH HFRV\V
SDUWQHUVKLS ZLWK ::) $FFRUGLQJO\ ZH VXSSR
IRUHVWY OLNH WKH 'DWOD %R]JEXUXQ LQ 7%UNL

&UDWHUH GHJOL $VWURQL QDWXUH UHVHUYH LQ
SHGXFLQJ ZDWHHU XYG®HHWDNH WR UHGXFH WKEAPWHYDWLRQDO 3DUN LQ *UHHFH :H DOVR FR

FRQVXPSWLRQ LQ RXU VXSSO\ FKDLQ E\ LR uLYR P BT L OVYSSE WRIVKZDWHU HFRV\VWHP YV
PLQLPLVH WKHDVIEBFMMRRXIK RXU FRPPLWPRQY WR WEKHURFFR DQG WKH *XHUEHV 6DQKDG M|

ZHUR "LVFKDUJH RI +DIDUGRXV &KHPLFDOV Zb§ybRbWE P WHYL b I9\H<\4—ROHNRQJ '"HOWD LQ 9L}
ZRUN WR LPSURYH ZDWHU TXDOLW\ DQG UHGXFH WKH ORDG RI PLFURILEUHV WKDW

FDQ EH UHOHDVHG LOQWR ZDWHU WKURXJK LQGXVWULDO DQG GRPHVWLF ZDVKLQJ
SURFHVVHV FRQWULEXWLQJ WR LQQRYDWLRQ LQ WKLV UHJDUG

M ORUH LQIRUPDWLRQ&IO) MBI\ IF@QUHEHSRUW

M ORUH LQIRUPDWILRQ Db owm g HPKIOWS HS R U W

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ
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,Q 6SDLQ ZH KDYH MRLQHG WKH QHZ SXEOLFOVRLYDQ WH ILX QS MHRUPL I HIDRQMWRKXH WR WDNH C

ULVN RI IRUHVW ILUHV VHW XS E\ WKH *DOLWUD GHUUWRRQ OVFRYHUKBOHQDMLYH SUDFWLFHV DQ

7KLV SURMHFW LV IRFXVHG RQ UHVWRULQJ DEBIQELMIJIHFWHG BF WRIUHAWLIQ WHKHDQGLDQ VWDW

WKH GHSOR\PHQW RI ILUH SUHYHQWLRQ ZRRKLVKD LQ SDUWQHUVKLS ZLWK $FWLRQ 6RFLDO
ZLWK /DXGHV )RXQGDWLRQ ,'+ 7KH 6XVWDLQDEC

5SHVWRUDWLRQ DQG SURWHFWLRQ RI RBELWDWVQRILBQGDQJIJHUHG IDXQD

ZRUNLQJ ZLWK ::) RQ DFWLRQV WR UHVWRUH DQG SURWHFW WKH KDELWDWV RI

HQGDQJHUHG IDXQD VXFK DV WKH *UDQ &KDFR WURSLFDO IRUHVW DQG

3DQWDQDO ZHWODQGV LQ 6RXWK $PHULFD DV ZHongbw|%gw@wgp\m¢wng ELRGL

LQ OH[LFR WR FRQVHUYH HQGDQJHUHG QDW %ﬁg‘jw&@:ﬁ DV WK

ORQDUFK EXWWHUIO\ DQG WKH MDJXDU LQ % WSURMHFWV LQ WKH

7DLKDQJ <DQ PRXQWDLQV DQG WKH $PXU +H1K)RQ/JJUQWRQPWWISRJ(RWHRWUWZ<M RI ZRUNLQJ DV

KDELWDWYVY RI WKH OHRSDUG DQG WKH $P XU HNVVHQW UMY SHEFWUKUNAUYH HFRV\VWHPV DQG ELR
VXSSRUW LQLWLDWLYHV DLPHG DW GULYLQJ WKL)

BURPRWLQJ VXVWDLRRPEQRDRUHVWR\LPSURY¥WKIRRMIAWHERRUGLQDWHG DQG FROOHFWLYH DFWL

PDQDJHPHQW WKURXJK VXVWDLQDEOH IRUHVWU\ PRGHOV :H ODXQFKHG WKLYV

LQLWLDWLYH LQ ZLWK WKH 3LFR 6DFUR GRRRQ WWKIHPPW ZRIQK LRK BY WK WUR MHAWOIGR ZLQJ LQLYV

6SDLQ 6LQFH WKHQ ZH KDYH H[SDQGHG WKLV OLQH RI DFWLRQ WR LQFOXGH

RWKHU GHPRQVWUDWLRQ IRUHVWY LQ YDULR% Y VORMHIAV LIRYQL D @bk ERLFQ HG (ARERPWEQ RH V

FROODERUDWLRQ ZLWK WKH *DOLFLDQ )RUHVADOD\OIVQWRR QDWW URS HDQ TRADBXIDOWRL BHK KLIKO\ |

WKH 3RUWXJXHVH )RUHVWU\ $VVRFLDWLRQ )RUWHRAMDWL DR XIUH SHWWIRAPDOVIIRQ /DZ 6SHFLILF

ODQFKD ZLWK ::) IRU PRUH UHJXODWLRQ DQG JUHDWHU HIIRUWV V
DQG WR IRVWHU WKH VXVWDLQDEOH XVH RI UHVI
DQG VXSSRUW IRU FRPPXQLWLHV

5HJHQHUDWH UHYLWDOLVLQJ HERVIVWHPYV WR SURWHEW
ELRGLYHUVLW\ $UFWLF &RUSRUDWH GHRIRER\Q B KH 2FHDQ

&RQVHUYDQF\ HQFRXUDJHV PDMRU ORJLVWLFV |
$W ,QGLWH[ ZH NQRZ KRZ LPSRUWDQW LW LV WR CRGWXYWDP BH REKPWRYEG YYHBIFLRY URXWHV W
ZKLFK ELRGLYHUVLW\ DQG FRPPXQLWLHV FDQ 'WR@LAHYV WR UHGXFH WKH HPLVVLRQV IURP JOR

7R WKDW HQG ZH SURPRWH UHJHQHUDWLYH DIBLEROW KRFBB 0GDWHESGE (PHUIJHQW DLPV WR
PDQDJHPHQW SUDFWLFHV DLPHG DW IRVWHUL §BXRQ®IdbYMRE B WERRWH PHDVXUHV JHDUHG WR
SURGXFWLYH ODQG XVH DQG KHDOWK\ HFRV\VWHRFLFK® \DHQ CQULNEWWR FIHRD SURRPRQWHU LHY 7K H
WKH SUHVHUYDWLRQ RI QXWULHQWY LQ WKH \ERR® DB/ MWD D RIS DW R LFD S WY MHR KRXVH JD
DEVRUE FDUERQ SRVLWLYHO\ DGGUHVVLQJ FG&GIHBWHVMDWURQDY ZHOO DV

LPSURYLQJ ZDWHU PDQDJHPHQW DQG TXDOLW\ DQG WKH FRQVHUYDWLRQ Rl ORFDO
ELRGLYHUVLW\ 7KH "HIRUHVWDWLRQ )UHH &DOQQWR $FWMRQQRG

WKLV FROOHFWLYH DFWLRQ LQLWLDWLYH LQ WK
,Q ZH FRQWULEXWHG WR WKHVH UHJHQHUDWRCHVSHHD FRMDWKY IR QRYDURRXWRXS /:* 7KLV LQI
IURQWYV FRPPLW WR REWDLQLQJ WKHLU ERYLQH OHDWKH
VXSSO\ FKDLQV E\ DW WKH ODWHVW LQYHVW
,QYHVWPHQW LQ LQQRYDWL VZH ZRUN ZQW K UNDIOA SWRIMH BWYD U G
5HJHQHUDWLYH )XQG IRU 1DWXUH LQ FROODERUDWLRQ ZLWK &RQVHUYDWLRQ
,QWHUQDWLRQDO DQG WKH .HULQJ *URXS L QMHVWIMKIL R KEOBWNDWRYH SURMHEWQUWLDWLYH
FRQQHFWLRQ ZLWK RXU UDZ PDWHULDOV DLMKe bBW WILRID VRRRUVPIVOU \IWKIHP BEDAW iR QDWXUH E
LQGXVWU\]V UHODWLRQVKLS ZLWK QDWXUH "™WONERUHYMH MKW Y DFRH RQBQAR SHUWNQAWLQJ PLI
DJULFXOWXUDO FRPPXQLWLHYV SURMHFW OHDGHUV DQG 1*2V VR DV WR
LPSOHPHQW UHJHQHUDWLYH DSSURDFKHY WKDW QRW RQO\ SUHVHUYH WKH YLDELOLW\
Rl WKH ODQG EXW DOVR EHQHILW IDUPHUV HQKDQFH DQLPDO ZHOIDUH DQG WKH
KHDOWK RI HFRV\VWHPV DQG IRVWHU FOLPDWH FKDQJH PLWLJDWLRQ DQG
UHVLOLHQFH

6SHFLILFDOQ@\H VXSSRUWHG WZR SURMHFWY WKDW IRVWHU
UHJHQHUDWLYH SUDFWLFHV LQ ,QGLD DQG 3DNLVWDQ WKURXJK WKH 2UJDQLF
&RWWRQ $FFHOHUDWRU 2&$ :H DOVR VXSSRUWHG D SURMHFW IRFXVLQJ RQ
FDWWOH LQ FRQMXQFWLRQ ZLWK )XQGDFLuQ 6ROLGDULGDG LQ WKH *UDQ &KDFR
IRUHVW UHJLRQ RI $UJHQWLQD

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ
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/KH WUDQVLWLRQ WR D FLUFXOI
SURGXFWYVY DQG ZDVWH

ODWHULDO WRSLF 3ROOXWLRQ &LUFXODU HFRQRP\ DQG HIILFLHQW XVH RI UHVRXU
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, QLWLDWLYHV WR SURJUHVV WRZDUGYV D FLUFXODU
PRGHO

*5

2XU VXVWDLQDELOLW\ VWUDWHJI\ FRYHUV RXW OH FH @/RL 8 B R PHHWYD\W R MHF& \D IDF B OWEHZG DAR PP HUF
HFRQRP\ PRGHO WKDW WUDQVIRUPY ZDVWH L\QWRJWHKSRXDEG & VORIRGAR FRHGD YD O\V HV
FLUFXODULW\ D WUDQVIRUPDWLYH DVSHFW LQ RXU &RPSDQ\ DQG LQGXVWU\ EXW LW
UHSUHVHQWY DQ RSSRUWXQLW\ WR LPSURYH7KXUSORBQ WRHIRF X\HN/E AR G HH Q@IQls FDWDO\WVW IRL
HIILFLHQF\ 7KDW LV ZK\ ZH HQGHDYRXU WR I3\ R QDWW WyRBXVDHRHYX @QW Y Bld RP RKXUWHG RXW S
RUJDQLVDWLRQ IURP GHVLJQ DQG SURGXFWPR® H WKD@RY\P WRRRYQDQA GQADRKQAFKHG RQ WKH P
VWRUHV ORJLVWLFV DQG RIILFHV YDULRXV VWDUWXSV VXFK DV 1,/,7 DQG &,5& ZLW
6\WVWHPV ZLWK =DUD +RPH DQG $PEHUF\FOH ZLWK
7R DFKLHYH WKLV ZH EHOLHYH LQ LQQRYDWLIRWQVWQPRDW W WRIHVL G RKGXRYIRIQDJI FROODERUDW
SURFHVVHV DQG WKH XVH DQG HQG RI OLIH Rl RXU SURGXFWV :H EDVH WKLV
LQQRYDWLRQ RQ FROODERUDWLRQ ZLWK XQLYHDGGWWHRQVWH UWX$IVD@RR M- JRHNG IDRRUZDUG
GLIIHUHQW VHFWRUV DQG VRFLDO RUJDQLVD®AHRWYILFDQ VWDUWXS $PEHUF\FOH IRU WKH SXUFKI
FKLSV PDGH IURP WH[WLOH ZDVWH YDOXHG D
,QGHHG LPSOHPHQWLQJ WKHVH LQQRYDWLY HI SWRW HFUR\G DRVELRORYWGW® B WWKE FRPPHUFLDO S
VHFWRU ZLWK ILEUHV DQG SURFHVVHV WKDWFRPPH@FEBRAHU LPSDFW WKDQ
WUDGLWLRQDO RQHV LV RQH RI WKH GULYHUV RI RXU FLUFXODULW\ VWUDWHJ\
$ QRWDEOH PLOHVWRQH IRU 6,+ ZDV DQ DJUHHPH
6XVWDLQDELOLW\ ,QQRYDWLRQ +XE WRQQHV Rl &LUFXORVHp SXOS D QHZ WH[WLC
UHF\FOHG FRWWRQ ZDVWH XVLQJ D FKHPLFDO SU
,Q  ZH FRQWLQXHG WR ZRUN RQ RXU 6XVWD¢2PELOL W H FRERYPIWERRS b6E s844GHZFHOO 7KLV D

D FHQWUH IRU LQQRYDWLRQ ZKRVH SXUSRVHyWHWR B LR 15\ ¥ ik RQIDAHR @ PR Hp ILEUH
LPSDFW RI WKH UDZ PDWHULDOV DQG SURFHYVHYyXYVHG LQ WKH WH[WLOH LQGXVWU\

7R DFKLHYH WKLV ZH MRLQ IRUFHV ZLWK VWDUWXSV DFDGHPLF LQVWLWXWLRQV DQG
RWKHU LQGXVWULDO DQG WHFKQRORJLFDO RGIDQLYRHWILRRR ¢ OXDERSIRBYROYSWKP W I3YE D FDS
DVVHVVHG EDVHG RQ WKHLU LPSDFW RQ VRFKDYH¥RBHEOWY RODUWK® UMW\ YDULRXVY FRPSDQLHV
ELRGLYHUVLW\ DQG DQLPDO ZHOIDUH DV ZHQmRuDW KEWLQB WXEM HRW $ @ WWRG DROK DN RRFQHORSHG
HQYLURQPHQWDO DQDO\VLV 7KLV DVVHVVPHRMN HRYGIWVUHOP IDAWWV 2B $0UHDY SRO\DPLGH HQ
VXFK DV HPLVVLRQV ZDWHU DQG ODQG XVH WH[WLOH ZDVWH 7KH IDEULF SDGGLQJ ]JLSSHU

DUH PDGH IURP WKLV LQQRYDWLYH PDWHULDO FU
7TKXV LQDQG LQ WKH ILHOG RI FROODERUDWLRQ ZLWK VWDUW XSV WKLV

SODWIRUP H[SDQGHG FRQVLGWRDHOHWRIQQJJI IURP

FRPSDQLHV ZRUNLQJ WR LQFRUSRUDWH QHZ PDWHULDOV LPSURYH SURGXFWLRQ
SURFHVVHY DQG PDNH KHDGZD\ LQ FRQQHFWLRQ ZLWK WUDFHDELOLW\
SDFNDJLQJ DQG XVH DQG HQG RI OLIH )XUWKHUPRUH WKH +XE DGYDQFHG LQ

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ
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J)DVKLRQ IRU *RRG RQ LQLWLDWLYHYV OLNH GHVL.
DVVHVVPHQW RI LQIUDVWUXFWXUH WR SURFHVYV 7

&ROODERUDWLRQ WR VFDWOHSWRGXFWLRQ
R UHF\FOHG SRO\HVWHU,(BL\J\/BLE/) VWQHPE\%IJ?I.{B&N\{FLSDWHG LQ WKH IROO|

.Q ZH VLJQHG D WKUHH \HDU DJUHH P HEHV WER $XWREBEWHUQDWLRQDO QRQ SURILW RU.
F\FRUDp D UHF\FOHG SRO\HVWHU PDGH ITURPRWKRNW HAQHYH[WLOH UHF\FOLQJ LQ FROODERUD
‘H KDYH IRUPHG D VWUDWHJILF SDUWQHUVEQ® ZIHWW LSPHE KBRVFHGHUDWLRQ (XUDWH[ 5H+XE
DQ LQQRYDWLYH PDWHULDOV VWDUWXS WRKKHBS\WED® R WHKHRXQGZRUN DQG WKH SXEOLFL
SURGXFWLRQ RI UHF\FOHG SRO\HVWHU PD@GH QWRR NG WIWOHBVs WXEY 7(6 RQ WKH WHFKQLF
DJUHHPHQW LQFOXGHV WKH SXUFKDVH RI R V—IH%@'QGE@@\MIﬁWLVbLI-R@DVWH UHF\FOLQJ LQ (X
RI WKH DQQXDO SURGXFWLRQ RI F\FRUDphDQ LQQRYDWL

PDWHULDO PDGH IURP SRVW LQGXVWULDOS@QS@ES/R(\&WJFF§PQ\£?§E’|§ULVHV PHPEHU FRPSDQLHV
SROVHVWHU ZDVWHIRUGRIRQ MKD&YV RYHYRP DFURVV WKH WH[WLOH YDOXH FKDLQ LQFO

WKUHH \HDU SHULRG IDVKLRQ EUDQGV ZDVWH PDQDJHUV UHF\FOHUYV

7KXV WKH FRQVWUXFWLRQ RI $PEHuF\FOFPUSNUVWQE’\Q%WH\(J'HDDOQG WHFEKQRORJ\ SURYLGHL

VFDOH WH[WLOH UHJHQHUDWLRQ IDFWRU\ it FWV WKDW JHQHUL

PROHFXODU UHJHQHUDWLRQ WHFKQRORJ\"t[LSd"é’WbWFH 'BJQIFS\B&WGFRQVXPHU WH[WLOH ZDVWH

VIQWKHWLF PDWHULDOV PRUH ZLGHO\ DYDLVOBRAFWOEHDERHWEFESRQW LQ WKH ZRUNLQJ J

LQ WKH WH[WLOH LQGXVWU\ 7KH ILUVW FRPPHUFLDO F\FRUDp SODQW

LV H[SHFWHG WR FRPPHQFH SURGXFWLRQ 6&p$3 WRIRMKH Y 24 WK RWKHU EUDQGVY ZH FR IR

WR LQFRUSRUDWLQJ WKLV ILEUH LQWR ,QGRW WKW 9DREXHRHRN RH TIH[WLOH :DVWH ZLWK V

WKH IROORZLQJ WKUHH \HDUV &ROOHFWLYH ([WHQGHG 3URGXFHU 5HVSRQVLELC
WH[WLOH DQG IRRWZHDU ZDMVWHKHQ &S\DHSN ZM U+

$V SDUW RI WKLY DJUHHPHQW =DUD $WKQHWGEH]KD\QODY¥QRKWY WMOBDWLQJI WR 6&5$3jV JR

ILUVW FDSVXOH FROOHFWLRQ LQ SDUWQHB¥KLE HdAMUJWEREHUGHFAWH] WDNHV SDUW LQ WKH

ZKLFK LQFOXGHVY WHFKQLFDO JDUPHQWY PDGH ZLWK XS WR

F\FRUDp 7KLV FROOHFWLRQ VKRZV WKH SRWHQWLDO RI LQQRYDWLYH

PDWHULDOV WR FUHDWH KLJKO\ IXQFWLRQDO SURGXFWV ZLWK D ORZHU

HQYLURQPHQWDO LPSDFW

$W ,QGLWH[ ZH ZDQW WR DGYDQFH LQ WKH XVH RI UHF\FOHG PDWHULDOV ZKLFK
DYRLG WKH QHHG WR H[WUDFW QHZ UDZ PDWHULDOV DQG UHGXFH ZDVWH
JHQHUDWLRQ 7KLV LQ WXUQ HDVHV SUHVVXUH RQ QDWXUDO UHVRXUFHV VXFK DV
ZDWHU DQG IHUWLOH ODQG DQG KHOSV SUHVHUYH WKH HQYLURQPHQW DQG UHGXFH
JUHHQKRXVH JDV *+* HPLVVLRQV

7KDW LV ZK\ ZH DUH FRPPLWWHG WR XVLQJ UHF\FOHG ILEUHV E\ DV
SDUW RI RXU JRDO WR XVH ORZHU LPSDFW WH[WLOH UDZ PDWHULDOV E\ WKDW
GDWH

7KLV LV D FKDOOHQJLQJ JRDO IRU RXU &RPSDQ\ DQG IRU WKH WH[WLOH LQGXVWU\

$W SUHVHQW WH[WLOH ZDVWH FROOHFWLRQ DQG VRUWLQJ WHFKQRORJLHV DQG
LQIUDVWUXFWXUH DUH QRW FDSDEOH RI UHFRYHULQJ ODUJH YROXPHV RI ZDVWH DQG
WUDQVIRUPLQJ LW LQWR UHVRXUFHV $Q DGGLWLRQDO FKDOOHQJH LV WR HQVXUH WKDW
UHF\FOHG IDEULFV PDLQWDLQ D TXDOLW\ FRPSDUDEOH WR WKH RULJLQDO IDEULFV

$W ,QGLWH[ ZH DUH DGGUHVVLQJ WKLY SUREOHP WKURXJK RXU RZQ WH[WLOH
UHF\FOLQJ SURMHFWY DQG LQ FROODERUDWLRQ ZLWK RWKHU RUJDQLVDWLRQV

‘H DOVR FROODERUDWH ZLWK RUJDQLVDWLRQV OLNH WKH (OOHQ ODF$UWKXU
JRXQGDWLRQ &LUFXODU )DVKLRQ 3DUWQHUVKLS *OREDO )DVKLRQ $JHQGD DQG

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ
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7KLV IOH[LEOH DQG LQQRYDWLYH EXVLQHVV PRG!
PDQDJH JDUPHQW LQYHQWRULHYV WRXWRLG VXUS

SDUWQHUVKLSV WR GHYH@R’SOFVIL*UF"D@WW@ DUWLFOHV VROG DQ

KHP ZHUH GRQDWHG WR FKDULWDEOH RUJDQLVL

VROXWLRQV 5HG &URVV DQG &DULWDYV

'H PDLQWDLQ LQGXVWULDO SDUWQHUVKLSVEQWK BRUHIWROBRP VWRUHV WKDW RSHUDWH
FRPSDQLHV DFURVV GLYHUVH VHEWRUV WR QRIG SHURZ LA RUNERKPBWERQVOVERR D& HQ 3XLJ
FLUFXODU VROXWLRQV 7R WKDW HQG ZHDOUFLDY RERHIGGHYBWHBQ RI 3SBHRSQMWQEEBWHL (1L VD
QHFHVVDU\ SKDVH H[SORUDWLRQ UHVHDBUEKDGBYHOR OPH@W OKW\LR F/IDEWURQ@ BXBHRSOH Z|
SLORW WHVWLQJ DQG LPSOHPHQWDWLRQ'LVDELOLWLHV RI »OQEDBMWI) BBRELY )RQGDILRQ
DQG $VVRFLDO¥R 9ULODARRNMRIDHY RIIHU VWDEOH
$OVR LQ WKLY FRQQHFWLRQ ZH PDLQWD'sQlFVSY‘bllﬁ@t'\A/LkH@lP\WEB@dKI:éWHOOHFWXDo DQG PF

ZLWK WKH OHDGHUV RI YDULRXV LQGXVWEYHV,WF %\\N 0\ LQ SURMHFWYV UXQ |
WUDQVIHU VROXWLRQV LQ UDZ PDWHULDQY, ;5§ B WW&@Q su FHVVHV
VWHH

DQG SKDVHV RI XVH 7KLV DOORZV XV WR
WUDQVIRUPDWLRQ RXU LQGXVWU\ QHHGV

$Q H[DPSOH RI WKLV ZRUN LV RXU FROOD MRBDW LRIG UADWK RRSIEP W XEUIMERIGVY 5HSRUW

XQGHU WKH IUDPHZRUN RI D SLRQHHULQJ UHVHDUEK

SDUWQHUVKLS LQ WKH LQGXVWU\ ODXQFKHG LQ 2QH Rl WKH

ILUVW UHVXOWYV RI WKLY FROODERUDWLRQ KDV EHHQ WKH FRPPHUFLDO

GHYHORSPHQW Rl UHF\FOHG SRO\DPLGH &&\FQ

8OWUDPLGpP IURP ZDVWH W\UHVhZKLFK FDQQRV\F‘C\ﬁm%%Q_g VHOHFWLRQ RI Ul

LWV RZQ LQGXVWU\hDQG DJULFXOWXUDO ZDVWH UHVSHFWLYHO\ :H

KDYH ODXQFKHG FROOHFWLRQV XVLQJ WKEY SRO\DPLGH 2\VKR $) %)

DOUHDG\ XVHG &&\FOHG 8OWUDPLGp LQ DQG =DUD

DGRSWHG %0% 8OWUDPLGp LQ 5DZ PDWHULDO GHVLJQ DQG VHOHFWLRQ LQIOXHGC
SURGXFWV DQG LV WKHUHIRUH NH\ WR RXU FRPPL
PDWHULDOV $V SDUW RI WKLV LQ ZH XQYHLO
FRUQHUVWRQH IRU LPSURYLQJ RXU LPSDFW DQG
VWUDWHJIVhWR VKDUHKROGHUVY DW WKH $QQXDO *

$ PRGHO WDLORUHG WR GHPDQG 2XU FRQVXPSWLRQ Rl UDZ PDWHULDOV DFFRUGLQ

2XU ZRUN LV FHQWUHG RQ GHVLJQLQJ KLJK TIX%V&R Z%I'I:E g‘dEB HV%% %%géﬁiﬁq_‘(} QRQ ILEUHV

IDVKLRQ JDUPHQWYV :H NQRZ WKDW LQ RUGHIWR 5URYU vl{/ W R [OADBWHV
HIILFLHQW FLUFXODU PRGHO ZH QHHG WR PD[LPLVH WKH OLIH RI HDFK JDUPHQW

VWHPLF

DQG RSWLPLVH WKH XVH RI PDWHULDOV LQ WKBEUpBRQX/Ddov (LHYH WKLV LW
LV FUXFLDO WR XQGHUVWDQG RXU FXVWRPHUMI QHFGV DQ WLRQ DW
HYHU\ VWDJH RI WKH WH[WLOH SURFHVV

1DWXUDO
7KDW LV ZK\ RXU SURGXFW WHDPV ZRUN WR DQWAIFVLBRW HF -QJ
UHTXLUHPHQWYV RI RXU FXVWRPHUV 7KLV PHDOQYpRHESLQI 3

LQYHQWRU\ WR EH DEOH WR DGDSW WR GHPD\iLR:QRIYLnEuUI\_/'v\ll_H

6R DV WR JXDUDQWHH DQ DJLOH DQG HIIHFWLYH UHVSRQVH WR WKLV GHPDQG D
YHU\ VLIQLILFDQW SRUWLRQ RI RXU JDUPHQWY DUH PDQXIDFWXUHG LQ SUR[LPLW\
PDUNHWY QHDU RXU KHDGTXDUWHUV VXFK DV 6SDLQ 3RUWXJDO ORURFFR DQG
7%UNL\H :H DOVR FRPELQH LQYHQWRU\ IURP RXU SK\WLFDO VWRUHY DQG RQOLQH
SODWIRUPVY HQDEOLQJ RXU FXVWRPHUVY WR DFFHVV DOO RI RXU SURGXFWV WKURXJK
RXU VWRUH QHWZRUN RU RQOLQH ZKLFK PD[LPLVHV WKH FKDQFHV RI VHOOLQJ
HYHU\ LWHP

6XUSOXV ILJIXUHV DUBWWKHQZLIQRWHU FDPSDLJQ LV RQJRLQJ LQ VWRUHV DW WKH WLPH RI ZULWLQJ WKLV Ul
EHHQ IXOO\ SURFHVVHG

1DWXUDO ILEUHV DUH ILODPHQWYV REWDLQHG IURP QDWXUDO VRXUFHV WKDW FDQ EH WKUHDGHG WR REWL

6\QWKHWLF ILEUHV DUH PDGH RI SRO\PHUV WKDW DUH QRW QDWXUDOO\ SURGXFHG EXW IXOO\ FUHDWHG L
E\ SURGXFWYV

0ODQ PDGH ILEUHV DUH PDGH XVLQJ D QDWXUDO FRPSRQHQW DV D UDZ PDWHULDO WKDW XQGHUJRHV D QXF

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ



mPHQWDO | ZKH WUDQVIWIRQ WR D FLUFXODU HFRQRP\

:H XVH WKH IROORZLQJ UDZ PDWHULDOV LQ |

2XU FRPPLWPHQW WR ORZH

RI WRWDO WR

5DZ PDWHULDO 7RQQHV UDZ PDWHULL ILEUHYV
&RWWRQ
0DQ PDGH FHOOXORVLF %\ RI RXU WH[WLOH SURGXFWV ZLOO

ORZHU LPSDFW PDWHULDOYV

‘H HYWLPDWH WKDW DURXQG ZLOO EH QH
ILEUHV WKDW GR QRW \HW H[LVW RQ DQ LQC

ILEUHV
3RO\HVWHU

/LQHQ WKDW ZH DUH KHOSLQJ WR GHYHORS
2WKHU UDZ PDWHULDOV
ZRWDO RI WKH WH[WLOH ILEUHV ZH XVH ZLOO FR

FRQYHQWLRQDO UHF\FOLQJ

&DUHIXO VHOHFWLRQ RI ILEUHV R e ~ RV Y

:H DLP WR HQFRXUDJH WKH GHVLJQ RI SURG>

EH UHF\FOHG DW WKH HQG RI WKHLU XVHIXO 7KH UHPDLQLQJ ZLOO LQFOXGH RWKHU S|

LQ OLQH ZLWK WKH LQGLFDWRUYV VSD—zi)Iv_ILHG

GHVLJQHUV DQG VDOHV WHDPV LQ VXVWDLQI RUJDQLVDWLRQV

ZLWK D ORZHU LPSDFW RQ ELRGLYHUVLW\ O

WKH DVVRFLDWHG JUHHQKRXVH JDV *+* HPI 7KHVH JRDOV DUH HQVKULQHG LQ RXU )LEUH
DQQRXQFHG DW WKH $QQXDO *HQHUDO OF

$FFRUGLQJO\ ZH KDYH XQGHUWDNHQ E\

UDZ PDWHULDOV ZKLFK BBVFBOIOD SV HUE WOLHG

GHILQLWLRQ RI LQGXVWU\ EHQFKPDUN RUJDQLVDWLRQV OLNH 7H[WLOH ([FKDQJH ,Q

WKLV GHILQLWLRQ ZH DOVR LQFOXGH ILEUHV, & KPIWHRHM WHB WK Y UBVHLEIRENRQR® WRISURPRWH

H[FHOOHQFH HVWDEOLVKHG E\ RWKHU UHOH YQSUHWHRWHR VRRXWERQ V$WXE KU BV XEDQ R$\RXU HIITRU!

DQG &KDQJLQJ ODUNHWYV FDPSDLJQ RWKH FRQVXPSWLRQ RI SUHIHUUHG UD:
RI WKH WRWDO [B®URKFQWDVH BRLQWY ZLWK UHV.

7KLV FRPPLWPHQW LV HVSHFLDOO\ LPSRUWDQWHNRWKRRYYHRP SDQ\ DV WH[WLOH UDZ

PDWHULDOV DFFRK@WHRWDWHULDOV ZH XVH 7KH UHPDLQLQJ

DUH QRQ WH[WLOH UDZ PDWHULDOV VXFK DV LURQ DQG SRUFHODLQ

$00 SXUFKDVHV MXFPPMWKHWQG ZLQWHU FDPSDLJQV DUH LQFOXGHG 7KH ILJXUH LQFOXGHV WKH UDZ PDWHU
WKDW PD\ KDYH RFFXUUHG GXULQJ WKH SURGXFWLRQ SURFHVV 5DZ PDWHULDO FRQVXPSWLRQ LV FDOFXOD

,Q WKH VXPPHU DQEDPISQWHQ@V WKLV FDWHDRURDWHOKDBEB®YV VXFK DV ZRRO OHDWKHU JODVV ZRRG SDSHU

7TH[WLOH ([FKDQJH GHILQHV D SUHIHUUHG PDWHULDO DV D UDZ ILEUH RU PDWHULDO WKDW GHOLYHUV RQ.
D KROLVWLF DSSURDFK WR WUDQVIRUPLQJ UDZ ILEUH DQG PDWHULDO SURGXFWLRQ V\VWHPV
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7KLV PLOHVWRQH LV IRXQGHG RQ WKH -RLQ /D QHz WWID Q K IDRKG R2H) LV MWIUFRRVG XOP\H GHAO DV RXU VXSS
WR UDLVH DZDUHQHVV DPRQJ RXU FXVWRRBYM BRGWLDXIR X ¥ @F ZHKY ¥ K

GLVWLQJIXLVKHG SURGXFWV ZKLFK LQYROYHG UDZ PDWHULDOV DQG SURFHVVHV

ZLWK D ORZHU HQYLURQPHQWDO LPSDFW +DYL &P PiHWKDUHGORWLDIOEDHY PR RQ WKH VXSS

KDYLQJ H[FHHGHG RXVURFR® Y X WIR MWD W RI FOEW H DVPHIHWN EN DQG DQG WKH UDZ
ZHUH -RLQ /LIH E\ ZH QR ORQJHU GLVWLGJRLVKGCrRHJUH 8 URRS XHWORZHWKLAXKRFW H DOVR SUR
ODEHO LQWHUQDWLRQDO VWDQGDUGY FHUWLI\LQJ WKH ¢

RI' LEUH 7KLV GRFXPHQW DOVR SUHVHQWY WKH
JURP QRZ RQ RXU VWUDWHJ\ LV EDVHG RQ RXUQ@HKHWIEFFOHD B® PQ QZKDLEK VIHBANNHY WKDW KDYH
WDUJHWY E\ YROXPH RI ORZHU LPSDFW ILEUHV XVHG LQ WKH SURGXFWV RI HDFK
RI WKH *URXSjV EUDQGV 7KH SURJUHVV WRZDUGV WKH LQWHUPHGLDWH PL
\HDU HQG LQ WKWHADNRMHWY SUHVHQWHG EHORZ
$ORQJIJVLGH WKLV VWUDWHI\ ,QGLWH[ KDV GHYHORSHG D QHZ FODVVLILFDWLRQ RI
ILEUHVY DQG PDWHULDOV ZKLFK LV FRQVWDQWO\ EHLQJ UHYLHZHG DQG XSGDWHG

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ
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RI WRWDO WRQQHV
&RPPLWPHQW 6RXUFH RI WKLV WDEH RI ILEUH
PDWHULDO

2UJDQLF FRWWRQ 2&6 *276
&RWWRQ LQ FRQYHUVLRQ WUDQVLWLRQ 2&6 *276
% & FRW WRQ
5HF\FOHG FRWWRQ 5&6 *56
&RQYHQWLRQDO &RQYHQWLRQDO

5HF\FOHG 5&6 *56

SUHIHUUHG BRWWREH®

SUHIHUUHG BORIHUUHG
PDGH FHOOXORVLE ILEUHV E\ 2WKHU WKLUG SDUW\ VWDQGDUGYV R&D)BRS\ &KDQJILQJ O
&KDQJLQJ ODUNRWVYHUUHG

&RPPLWPHQW &DQES\ RQO\ 2WKHU WKLUG SDUW\ VWDQGDUGV &DQRS\

&RQYHQWLRQDO &RQYHQWLRQDO
SUHIHUUHG 3UHIHUUHG 5HF\FOHG SRO\HVWHU 5&6 *56 5SHSUHYH
SRO\HVWHU LQ gRQYHQWLRQDO &RQYHQWLRQDO

v HG (XURSHDQ OLQHQ (XURSHDQ )OD[ FHUWLILFDWH
SUHIHUUHG 8¥QHY VY 5HF\FOHG OLQHQ 5&6 *56

&RQYHQWLRQDO &RQYHQWLRQDO

%& FRWWRQ LV QRW SK\VLFDOO\ WUDFHDEOH WR WKH ILQDO SURGXFW DV LW XVHV D PDVV EDODQFH V\\
DYDLODEOH LQ ,QGLWH[ V VI\VWHPYV

0DQ PDGH FHOOXORVLF ILEUHV WKDW PHHW WKH UHTXLUHPHQWY VSHFLILHG LQ WKH &KDQJLQJ ODUNHW\

&HOOXORVLF ILEUHV IURP VXSSOLHUV FODVVLILHG DV IJUHHQ VKLUWVmM ZLWK D VFRUH RI RU DERYH L

3UHIHUUHG UDZ PDWHULDOV DUH RQO\ FRQVLGHUHG WR EH WKRVH IRU ZKLFK WKH FRUUHVSRQGLQJ FHU
DFFRUGDQFH ZLWK RXU LQWHUQDO SURFHGXUHYV

&RWWRQ

&RWWRQ LV WKH PRVW ZLGHO\ XVHG UDZ P DWHWL@E®IO WKW X)W WRPBEMSDLIQ RHWKIHQUHRU WAH KD Y
ZLWK RXU FRPPLWPHQW WR SUHVHUYH QDWXBRW WRIY RNWHEH ¥ HHUWGY ERRG REHMHAMWMY HH7KH UHPE
KDYH DGRSWHG YDULRXV VWUDWHJLHY UHJDBEGDQYIRKHGRWWRQ YAHRIWXRGWQRQQFH ZH FDQQR
RXU LQWHUQDO SURFHGXUHYV
‘H XVRUJDQLF FRWWRRWWRQ WKDW GRHV QRW LQYROYH WKH XVH RI
VIQWKHWLF IHUWLOLVHUY DQG SHVWLFLGHV 3RJHA HAHQ H\GL PIO® \FPPRGHLEH O OHCYRW KFW| L E |
LV FHUWLILHG E\ WKH 2UJDQLF &RQWHQW 6WRRAEDPRIGO & 8V 10 W& H DRAEPIQ LFU DR EROOXORVLF IL|
7H[WLOH 6WDQGDUG *276 WKH\ PHHW WKH IROORZLQJ FRQGLWLRQV LQ OLQ
3ROLF\ )LUVWO\ ZH UHTXLUH RXU VXSSOLHUV WR
:LWK WKH DLP RI SURPRWLQJ RUJDQLF FRWWRQ JHRZY¥RYrAY P PREDIBXBE-RI00 DQG DFHWDW
PHPEHU RI WKH 2UJDQLF &RWWRQ $FFHOHUDWRYyR2EE bRIPMERWYH YPD FKbFHWXUHUYV UDWHG DV
VXSSRUWYV RUJDQLF FRWWRQ IDUPHUV IURP JURGLRJ;WRUPPY MHMILE o RNB LY LoLwLDwWLYH
ZH DVVLVW IDUPHUV DV WKH\ WUDQVLWLRQ WR BRIP OB FHWSRUIDQLVDWLRQ 6HFRQGO\ ZH F

DGGLWLR 74 & B VD@R L%/&DWLH VXUH WKDW IURP WKLV \HDU RQZDUGV FHOOX
Q Q WRQ QXIDFWXUHUV ZKR DU EREPD® WHE DG W K H

LQYROYLQJ DFWRUV LQ WKH FRWWRQ VXSSO\UIf_ﬁ/%LR 9& ﬁ PWWMQb%bbﬁnﬂﬁWH@EQmmmw

FRPPXQLWLHV LQ EHVW SUDFWLFHV IRU JURZ&J‘_IQD]QIZJIIQ_ W%%UNHWV )RXQGDWLRQ

‘H DUH DOVR FRPPLWHWFNBOWR ERMRMRL)/ PDGH Uﬁ/?(H
SURGXFWLRQ FXWWLQJ VFUDSV RU SRVW FR(& d—!H
XQGHUJRHV D UHF\FOLQJ SURFHVV WR PDNH LW LQW

o) JR| RN KWHKPD\GI PO GH FHOOXOF

DVW FDPSDL
R&W%L%Q(?X%W\} HW ERWK UHTXLUHPHQ\
R RQ ILEUH
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7KH GLIILFXOWLHV LQ VRXUFLQJ SUHIHUUHG POWKRXGK EHODQ HIRV VB URBUWIY LY QRZ TXLWH FR

FHUWDLQ PDUNHWYVY KDV KDPSHUHG WKH H[HPXIWIQRQ ®] BEHBEWWOWHGRIUL BUMYHUULBAG VSLQQLQJ VWL

IDEULF LQRQVHTXHQWO\ ZH FRQWLQXH WR ZRWNHZUWW HFG Q Q WARRWHK S XBIS\FOLQJ ORRS 7KLV L

PDQXIDFWXUHUV LQ FRQQHFWLRQ ZLWK WKH FREW HW WHQQV SUR G &IDPQ OILGY ZKHUH WKHUH L

ODUNHWV 5RDGPDS 1LQH IDFLOLWLHV Rl ODWKRUWEWOPDQXIDFWXUHUV KDYH

DOUHDG\ LPSOHPHQWHG WKH EHVW DYDLODEOH WHFKQLTXHV %$7V LQ WKHLU

SURGXFWLRQ SURFHVVHV DQG WKUHH RWKHUKID¥ SKEWLADPWLRO RBWHRRRMNPSURYSGHVMHIXLGDQ

DW WKH HQG RI DQG HDUO\ JLEUH REWBVRHEQFIRAKRX WVwIdMLQY YDOXH WR WH[WLOH ZI

FODVVLILHG DV iSUHIHUUHG g &DQRS\ RQO\j UHF\FOLQJ SURFHVV LQYROYHV WKH VRUWLQJ DQ
UHF\FOHG ILEUHV ZKLFK DUH WKHQ XVHG LQ WKF

OHDQZKLOH ZH KDYH FODVVLILHG DV FRQ Y H QOVERLGFD/OD\Y K HJ DUERHQIWR WHD VR U BHD Z PDWHULDO\
ZH KDYH QRW EHHQ DEOH WR SURYH D EHWWHU LPSDFW RQ WKH HQYLURQPHQW

/JLQHQ DQG SRO\HVWHU

:H DUH DGYDQFLQJ WRZDUGV RXU JRDO RI XVLQJ RQO\ SRO\HVWHU DQG OLQHQ
IURP SUHIHUUHG VRXUFHV RI WKH@BRO\HVWHU DQG
RI WKH OLQHQ ZH XVHG LQ RXU SURGXFWYV FDPH IURP WKLV NLQG RI VRXUFH

5HF\FOHG PDWHULDOV

KHQ ZH XSGDWHG RXU VXVWDLQDELOLW\ FRPPLWPHQWY ZH SOHGJHG WR

VRXUFH RI RXU WH[WLOH ILEUHV IURP FRQYHQWLRQDO UHF\FOLQJ E\ DV
RQH RI RXU WDUJHWV WR KHOS HQVXUH WKDW RI RXU WH[WLOH SURGXFWV XVH
RQO\ ORZHU LPSDFW PDWHULIROX\W $SQRGHXAMWHROHHDG)\

FROQWDLQHF\FOHG PDWHULDOYV

YXUWKHUPRUH WKURXJK RXU 6XVWDLQDELOLW\ ,QQRYDWLRQ +XE 6,+ ZH

UHVHDUFK DOWHUQDWLYH DQG LQQRYDWLYH PDWHULDOV REWDLQHG IURP VHFRQG

DQG WKLUG JHQHUDWLRQ ZDVWH 7KHVH PDWHULDOV DUH GHVLJQHG WR HQVXUH WKH
WHFKQLFDO DQG GXUDELOLW\ VWDQGDUGY UHTXLUHG LQ FHUWDLQ SURGXFWV WKHUHE\
FROWULEXWLQJ WR VXVWDLQDELOLW\ DQG UHGXFLQJ WKH HQYLURQPHQWDO LPSDFW LQ
RXU VXSSO\ FKDLQ

,Q ZH DOVR ZRUNHG RQ SURGXFLQJ D JXLGH WR WKUHDGY DQG \DUQV WKDW
FRQWDLQ PHFKDQLFDOO\ UHF\FOHG FRWWRQ ILEUH PDLQO\ SRVW LQGXVWULDO
FRWWRQ ZLWK LQIRUPDWLRQ RQ WKH SRVVLELOLWLHY DQG OLPLWDWLRQV RI XVLQJ
UHF\FOHG PDWHULDOV 7KLV JXLGH LV LQWHQGHG DV D VXSSRUW WRRO IRU RXU VDOHYV
WHDPV DQG VXSSOLHUV KHOSLQJ WKHP WR PDNH SURGXFW GHVLJQ DQG
SURFXUHPHQW GHFLVLRQV

7KH JXLGH ZLOO FRYHU D YDULHW\ Rl WKUHDGV DQG \DUQV FODVVLILHG E\ \DUQ

W\SH DQG SHUFHQWDJH RI UHF\FOHG FRQWHQW UHFRPPHQGHG IRU GLIIHUHQW

W\SHV Rl SURGXFWYV EDVHG RQ WKH SXUFKDVHV PDGH LQ RXU &RPSDQ\ V

FRQFHSWV 7KH LQIRUPDWLRQ FRPSLOHG LV EDVHG RQ WKH FKDUDFWHULVWLFV RI

WKH UHF\FOHG ILEUH LQFOXGLQJ ILEUH OHQJWK DQG VKRUW ILEUH FRQWHQW DV ZHOO
DV RQ WKH VSLQQLQJ WHFKQRORJ\ XVHG GLIIHUHQWLDWLQJ EHWZHHQ 2SHQ HQG
VSLQQLQJ DQG ULQJ VSLQQLQJ

&HOOXORVLF ILEUHV IURP VXSSOLHUV FODVVLILHG DV iJUHHQ VKLUWVj ZLWK D VFRUH RI RU DERYH LQ W
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+HDOWK DQG VDIHW\ RI] SHRYXBEXgQYLVKHG WKH QHZ JXLGH WR EHVW PD
Rl SHUIOXRURDON\O DQG SRO\IOXRURDON\O VXEV

5 $) SURYLGHV LQIRUPDWLRQ RQ WKH VRXUFHV DQG F
' VIQWKHWLF FRPSRXQGY D FOHDU WHVWLQJ PHW

‘H VWULYH WR HQVXUH WKDW WKH SURGXFWWZEWBHINR RSO L RDVHHR D B8 B ik W& J PRUH VHQ)
7R DFKLHYH WKLV ZH KDYH VSHFLILF SURGXEW-PWBbbYDHY MR JM&DW BWHFRRYYAHRDWDPPLQDWLE
DSSOLFDWLRQ DQG PDQGDWRU\ IRKHD B O/ WHKE @DUMGIVFOHY ZH VH

00
JR EH\RQG WKH UHTXLUHPHQWYV RI LQWHUQDV\PIF_QRQDZ(#&FPJ{Q’%%WIQQQE@C{EHVH%Q RI WKH &OHEL

SURFHVVHV IURP GHVLJQ WR PDQXIDFWXULQ EULQJ LW LQWR OLQH ZLWK WKH ODWHVW UHJ
RXU DOLJQPHQW ZLWK WKH $SSDUHO DQG )RRWZF

‘H FXUUHQWO\ KDYH HLJKW SURGXFW VWD QGDRSRIHPFHFIWZ 1586 & i¥ 17 MR WiHR HSKEVWDQFHYV
FRYHUV UHVWULFWHG FKHPLFDOV SUHVHQW LQ IL

‘H KDYH DOVR SXEOLVKHG D QHZ HGLWLRQ RI RXL
SHTXLUHPHQWYV 375 WKH VWDQGDUG ZKLFK HVW

SURGXFW VWDQGDUGV FKHPLFDO SDUDPHWHUV IRU WH[WLOH TXDOLW\ W

7R YHULI\ FRPSOLDQFH ZLWK RXU VWDQGDUGYV ZI

FRPSDQLHV UHVHDUFK FHQWUHV DQG ODERUDWR

6DIH WR :HDU *DUPHQWY IRRWZHDU DFPHVVWRIMWWKDW WKH\ DUH EHLQJ SURSHUO\ DSSO
LQFOXGLQJ WKH WULPPLQPWBHHEDOPPHY WR DQDO\WVH RXU DUWLFOHV DV ZHC(
IDEULFV XVHG IRU WKHLU PBQWIWBHWXUH

3K\VLFDO 7THVWDQ@PHQWV IRRWZHDU DFFRVWRYY FRQQHFWLRQ ZH IRFXV RXU HIIRUWV RQ
SHTXLUHPHOWWOG KRPH WH[WLOHY VWDQGDUGV DW HYHU\ VWDJH RI WKH SURGXFW «

DQG PDQXIDFWXULQJ SURFHVVHV 7R VWUHQJWKFE

WR :HDU VWDQGDUG ZH SURYLGH RXU VXSSOLHU
&OHDU WR :HDWDUPHQWYV IDEULFV IRRW

D
k‘ HY WKDW LQFOXGH PHDVXUHPHQW WDE
DFFHVVRULHV DQG KRPH Mﬁ?ﬁb@HQWV VXFK DV WKH SRVLWLRQ RI DSSC

OHQJWKV RI IUHH HQGV

6FRSH

L &RVPHWLFV &RVPHWLFV
2XU QHWZRUN RI LQ KRXVH WHVWLQJ ODERUDWRL
L )RRG &RQWDBWRGXFWV LQ FRQWDFW ZIWKK VRRIERFHVY WHVWLQJ SXUVXDQW WR WKH PR\
ODWHULDOV VWDQGDUGV 7KLV ZD\ ZH HQVXUH FRPSUHKHQVL)
DQWLFLSDWLQJ SRWHQWLDO QRQ FRQIRUPLWLHYV
L +RPH J)UDJUD®FELDQFH SURGXFWV IRU WRHWRMWDQGDUGY DQG ZH LPSURYH WH[WLOH 1
DQG &DQGOHV '"HFRUDWLYH FDQGOHYV DQ &V HWWKRY U
DFFHVVRULHV
:LWK UHJDUG WR WKH SUHYHQWLRQ RI QRQ FRQIF
L &KLOG &DUH &KLOGUHQjV IXUQLWXUH DO R EHHVERNURMEHFWLRQV SURJUDPPH DLPHG I
YXUQLW XU H DUWLEOHY RXU DUWLFOHV DUH PDGH LQ DFFRUGDQFH ZLWK
VWDQGDUGV 7KLV SURJUDPPH LGHQWLILHV SRWFH
PHDQV RI D UHSUHVHQWDWLYH VDPSOH DW WKH \
DQDO\VLV FRQGXFWHG E\ H{WHUQDO ODERUDWRU
SURJUDPPH ,Q 3LFNLQJ LQVSHFWLRQV ZHUH FD
DQDO\WHYV DQG WHVWV ZHWB\SSHAWURBE D Q¢
DQDO\WHV DQG WHVWV HQ

$FWLYH WR :HDDUPHQWYV DQG IDEULFV

,Q ZH ODXQFKHG RXU $FWLYH WR :HDU VWDQGDUG D SURGXFW TXDOLW\ WRRO
WKDW GHILQHV WKH PLQLPXP UHTXLUHPHQWYV IRU IDEULFV RU JDUPHQWY ODEHOOHG
ZLWK D IXQFWLRQDO SURSHUW\ WKDW HQKDQFHV WKHLU SHUIRUPDQFH XQGHU
FHUWDLQ FRQGLWLRQV RI XVH RU DFWLYLWLHV VXFK DV WKH ZDWHU UHSHOOHQF\

$UWLFOHV WKDW DUH RXWVLGH WKH VFRSH RI ,QGLWH[jV KHDOWK DQG VDIHW\ VWDQGDUGY DUH VXEMHFW
VWDWXWRU\ UHTXLUHPHQWY ZKLFK DSSO\ WR WKH W\SH RI SURGXFW DQG WKH PDUNHWYV ZKHUH WKH\ DUH V

7KLV LQFOXGHV WHVWV DQG LQVSHFWLRQV FDUULHG RXW LQ DV SDUW RI WKH 3LFNLQJ SURJUDPPH IRU
REWDLQHG WKURXJK VWDWHPHQWYV IURP WKH VHUYLFH SURYLGHU
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‘H /&R KDYH3RXIWHM[WHUQDO ODERUDWRU\ DS QURY DD EWRRIDWPPR Q V

7KLV LOQLWLDWLYH HQVXUHV WKDW WKH DQDO\VLY SURFHVV DQG WKH UHVXOWYV SURYLGHG

E\ WKHVH ODERUDWRULHY RQ RXU DUWLFOHVHOY b PEXPRIL Do & LFE RXYLHSSRR LMIKY DQG W

SDUWLFXODULWLHV RI RXU PRGHO 7KLV FRQPIGHREYEHREVEHY XWF B5 8 FEMEDKW HS WKW FXODU OV WK

LQIRUPDWLRQ GHWHUPLQHV ZKHWKHU D SURGR¥WHREWHY WP RXIUHIWBYc JUWKLQAN WKDW VKD
D WRWRQ RLWH X¥X®IHWADUULHG RXW DW RPWARQGDOUHTXLUHPHQWY DFURVV WKH LQGXVWU

ODERUDWRURERIFSDQGVRQ H[HUFLVHV ZKLFK LRRPROLHPE Db BbWMK §XU VWDQGDUGY DQG WR LPSI

VDPSOHRQ VLWH DKBASDWLVRQ H[HUFLVHVUHQSHDFH V &OHDQ )DFWRU\ $SSURDFK :H DUF
VDPSOHV LQ %RDUG Rl =HUR 'LVFKDUJH RI +D]DUGRXV &KHPLF

LOQYROYHG LQ $)),50 DPRQJ RWKHU LQLWLDWLYH)

,Q DGGLWLRQ WR WKHVH LQVSHFWLRQV VLQPNHVWEILRXVHWEHRKR BARHAPGIFHQWUHYV DQG XQ
OLQLOMESYRUWDEOH ODERUDWRU\ WKDW DOORZV_ RXU H[WHUQDO DXGLWRUV WR

FRQGXFW DW WKH VXSSOLHUjv RzQ IDFLOLWLHE BHE oM S VWO KR WWRRQVIRUPDWLRQ RT R
SURGXFWLRQ SURFHVV XS WR VL[ VFUHHQLQ3 "W 5C’|'ﬁl0"’\?x‘ﬂ{ﬂ7\'/[5§|§ﬁ(\y‘{¥ G/KH /LVW B\ ,QGL

SDUDPHWHUV UHJXODWHG LQ WKH &OHDU WR*PWQW%%%\%WB%E ALY EHGURFHGXUH IRU FC
WLRY U

7HVWLQJ SHTXLUHPE®WHWUJRUPBIGFNLQJ LQVSHFE RGXFWLRQ SURFHVVHV DQG WKH KH
‘H KDYH DOVR DGRSWHG ='+&jV 0DQXI

ZLWK OLQLODE DQG FDUDOMGHRXONG VFUHHQL
LOVSHFWLRQVDM@®\VHY DQG VFUHHQLQIOWEVWY chv /LVW 056/ ZKLFK VSHFLILHV WKH F
XVH LV EDDQHG IURP WKH PDQXIDFWXULQJ SURFF

L

)XUWKHUPRUH ZH VWULYH WR LPSURYSHRRWKH VXSSO\ F

&DXVH $QDB@WLZKLFK HQDEOHV XV WR FRQG?E\)&RN%Q'%
H

W

ZKHQ ZH LGHQWLI\ D QRQ FRPSOLDQFH LQ WKH ¥R NVKBB'Fﬁ\S‘QfﬁHF\(/\PL'ﬁ'gLVFKHPLFDO IR

7KHVH DXGLWV ZKLFK DUH FDUULHG RxW E\ YSYEDBHYWLILEPWBRBHETBROY o 4GDWLRQDO

WKH URRW FDXVH RI WKH QRQ FRPSOLDQFH LGP W BHURY RV P PE A VK Shel WHRQ RITKH /L

ZDVKLQJ WDQQHU\ DQG SULQWLQJ SULPDUL%\'LSb‘Osﬁ'ﬁ‘éW%LL{JDWé%Q—\BWRéf@‘b gR\R/'FkHVV'-YH
056/ = +& UHVWU KHOSLQJ

FWLRQV DQ WR VDIF

WKURXJIK RXU
?HDY(E% %/H KDYH EHHQ LQYROYHG
L

UHPHG\ WKH GHIHFW
V DSSOLFDEOH WR ILQLVKHG ¢

, Q 5&% DXGIMYH FRQGXPVEH®'V LTKH UHVXOWV

Q
VKRZHG WKDW FURVYV FRQWDPLQDWLRQ zLWK RRRYB SHK R PZ%Q/XIQQ'?%";HN&QU\'NQ(%SUDFWLF‘
PDLQ FDXVHV Rl QRQ FRPSOLDQFH 7KLV sURYUDPBRDYWE 3 YHRHLLHUV HVSHFEL
DQG VWUHQJWKHQ RXU H[SHUWLVH VR pv WRERBEOH WR WD NOH FRAEUHER M 1RUZD
FDXVHV RI QRQ FRQIRUPLWLHYV DQG FRQWLQ¥H W Pk9doVWRYPJH DQG XVH RI |

pri
?
=
a
0
¥s)
T
g

M LQIRUPDWLRQ LI VEBWIRMG VDIHW\ LQGLFDWRU

M ORUH LQIRUPDWLRQ QX RKBIWARKX PAHRODMDERUDWLR REWM@WE GNRRY W
LPSURYHPHQW IRU FIKHPILGEDBDOHDRHW,\QGLWH[jV FRUSRUDWH ZHEVLWH

7KLV LQFOXGHV DXGLWV FDUULHG RXW LQ DV SDUW RI WKH $33/$%V SURJUDPPH 7KH FDOFXODWLRQ PI
VHUYLFH SURYLGHU
7KLV LQFOXGHV WHVWV DQG LQVSHFWLRQV FDUULHG RXW LQ XVLQJ WKH OLQLODE IRU DOO WKH *URXS

WKURXJK VWDWHPHQWY IURP WKH VHUYLFH SURYLGHU
7KH FDOFXODWLRQ PHWKRGRORJ\ LQFOXGHYV SULPDU\ GDWD REWDLQHG WKURXJK VWDWHPHQWYV IURP WKH
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8VH HQG RI OLIH DQG ZDVWH PDQDJHPHQW

*5, $)

8VH DQG HQG RI OLIH RI RXU JDUPHQ@RWKLQJ &4ROOHFWLRQ 3URJUDPPH

2QH Rl WKH PDMRU FKDOOHQJHV IDFLQJ WKH7WH [ 8@ RW KVHRWRRD D\H MWRL R € GUVRKHQ PRKIHDOORZV
XVHIXO OLIH RI JDUPHQWYV $W ,QGLWH[ ZH Z DWW PR/XW KH\RGR PW Q MWR DRAFDRDE BRRAPWP B QULKAD\QR U J D (
RXU FXVWRPHUV D ORQJ WLPH 6R ZH ZDQW WR MHKGMSPEXMWMRPHIKHH[NABD R SWKHDWH 'RQDWLRQ
OLIH RI WKHLU JDUPHQWYV DQG ZH VWULYH WRRRDMBHLRKU\S ORERMME GRUDEWDMWRUHY RU =DUD
WKHUHE\ FRQWULEXWLQJ WR D FLUFXODU HFRQRIPO D:AMK WVQKESDIRD OVK® BLQIHZZHRUN 3DULV C
DUH ZRUNLQJ RQ DFWLRQV WKDW RIIHU LQQR&DMIDY H@R 8 MIVRIGV ODGCCDDRVEH 4 R0 Q WILW\H\Z K\HRUH ZH
PD[LPLVH WKH XVHIXO OLIH RI RXU SURGXFWBQ\ DJUHHPHQW ZLWK QRQ SURILW RUJDQLVDWLR
VSHFLDOLVLQJ LQ WH[WLOH UHF\FOLQJ ,Q 6SDLQ
2QH VXFK LQLWLDWLYH LV =DUD 3UH 2ZQHG BQHOMIMKH GRODWRRIOH®I WDUPHQWYV E\ PHDQV |
WR SURYLGH UHSDLU VHUYLFHV DQG IDFLO LW HWVWR AH B XWBR HFX W RPWUHWD O HV
DQG GRQDWLRQV $W SUHVHQW LQ OLQH ZLWK RXU JRDO RI PDNH WKH SODWIRUP
DYDLODEOH LQ DOO NH\ PDUNHWYV E\ =DUTKBVH DR@HSUIR LW BUODOWDMYLRQV UHFHLYH WK
PDUNHWY 6SDLQ *HUPDQ\ $XVWULD %HOJLKX®PRWEIURDW LDOR B RXYDINDIF O MWRHUNWQIZEBH DLP RI WKL
JLQODQG )UDQFH *UHHFH ,UHODQG ,WDO\ DXWPE®RXY D UHKFHODNW KHWGDIQIEBFFRUGDQFH WR \
3RUWXJDO DQG WKH 8QLWHG .LQJGRP 7KXV JDUPHQWYV LQ JRRG FRQGLWLRQ ZLOO EH G
VLWXDWLRQV RU UHVROG WR ILQDQFH WKHVH RU.
S5HSDMURLY VHUYLFH DOORZV FXVWRPHUV WR RV I$ YW GXIE W W MBADW RD ®@RW EH UHXVHG ZLO
XVHG =DUD JDUPHQW IURP DQ\ VHDVRQ 2XUWRKWIYBRHUEHP\RQ XNEFWOMBI RU DV D ODVW UHV

VHUYLFHV VXFK DV EXWWRQ DQG ]JLS UHSODFRHP HQ®WVRW IVHi® KX WHi SOR 2§ FH £ W/IKSU
RQOLQH RU LQ WKH =DUD VWRUH RI WKHLU FKRLFH

.Q RXU FORWKLQJ FROOHFWLRQ SURJUDPPH UF
&XVWRPHU WR FXVYWRRHUWOGHWHUYLFH DOWRHOFRNYOREXDDPIBQWY DWRQRRWZKDU WKDW ZH
VHOO =DUD JDUPHQWYV IURP DQ\ VHDVRQ 7KEHRXRIIFHGLWR RXBQEPHY EHUV LQ WKHLU HQWLUHYV
SURGXFW FDWHJRU\ DQG SURYLGHV GHWDLJHRES QB FRMFRRWL RWKRY K ik GRQPPVLRQV RXU SDU
LQFOXGLQJ =DUD V RULJLQDO LQIRUPDWLRQ RO WRAIbUBA b QY WKLY, WHFH LOHBUPBIKE XX

LPDJHV IURP WKH VHOOHU RI DOO JDUPHQWY ZHUH UHXVHG YLD GRQDW.

VLWXDWLR'QV RU E\ UHVHOOL|$J WR ILQDQFH FRP
'RQDWIFKWRPHUV FDQ UHTXHVW WKH FROOHFWLRQ RI FORWKHYV IURP WKHLU

KRPH WR EH GRQDWHG WR FKDULWDEOH HQWWI Y, p$Q 8 | ZRICEH EWHGCL WHR VERUWHXVHG GXH
GHOLYHUHG WR ORFDO RUJDQLVDWLRQV WKDM YRYMyW K HPwW REV UK ¥R FEHWHRO ZHUH vHOW
SRVVLEOH RU WR EH UHF\FOHG LI WKH\ KDYHGRYRFKHS WEH KQCpR! WEBLUW QUHVRUW ZHUH X\

F\FOH 7KLV VXSSRUWV WKH GHYHORSPHQW RI SURMHFWY LQ ORFDO FRPPXQLWLHV
DV H[SODLQHG LQ WKH QH[W VHFWLRQ :DVWH DQG UHVRXUFHV PDQDJHPHQW P

$QRWKHU SLRQHHULQJ SURMHFEW LQ WKLV UHIDNGREDY, AW iBRX QR dR0 v ER0THH 1RU wKH vX
/IDXQGU\ E\ =DUD +RPH LQ FROODERUDWLRQ Z3d VK %6 V Wik $ DX RKWWLYWRKIHY &RQVHTXHQWO
ILUVW GHWHUJHQW GHVLJQHG WR UHGXFH PLFIURIXEDH MKRGRPQPRQHAD VRLIKLAKQBGDVWH LV W
LW LV DYDLODEOH LQ WKH EUDQG V VWRUHV PRIGPRYOQIH WAK YDV @HIWBRQSHIRBURYLQJ RXU LPSI
HVSHFLDOO\ HIIHEFWLYH DW ORZ WHPSHUDWXUHVY \LHOGLQJ DGGLWLRQDO EHQHILWYV

VXFK DV ORZHU HQHUJ\ FRQVXPSWLRQ LQ zDVXIRFF AP M &PA@%'&%%W{;RQV ZH IREXVIRQ WK
IDVWQHVY SURORQJLQJ D B UFPIHGMY S RLUHH V) ZDVWH JHQHUDWHG E\ RXU DFWLYLWLHV :H

HIWHQGLQJ WKH SDWHQW WR LQFOXGH PDUNRWYYRM %6“&6?%'&‘6‘3‘%@%%' JWH PDWHULDC
%UD]LO WKH UHFRYHUY "UHXVH DOG VXEVHTXHQW UHF\FOI

XOWLPDWHO\ JHQHUDWHG 7KXV ZH WUDQVIRUP \
WKDW FDQ FRQWLQXH WR EH XVHG
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2XU FRPPLWPHQW WR UHGXFLQJ WKH LPSDFW RI RXU SURGXFWV DOVR LQFOXGHV
WKRVH LWHPV WKDW DFFRPSDQ\ RXU JDUPHQWY VXFK DV SDFNDJLQJ 7R
DFKLHYH WKLV ZH KDYH VHW SXEOLF WDUJHWV EDVHG RQ WKH ZDVWH KLHUDUFK\
ZLWKLQ WKH IUDPHZRUN RI RXU ZDVWH PDQDJHPHQW SURJUDPPH

3UHYHQWLRQ

,Q ZH KDYH VHW RXUVHOYHV WKH JRDO RI HOLPLQDWLQJ VLQJOH XVH SODVWLFV
UHDFKLQJ FXVWRPHUV E\ 7KH HOLPLQDWLRQ RI XQQHFHVVDU\ PDWHULDOV

DQG WKH TXHVW IRU SRWHQWLDO DOWHUQDWLYHYV KDV EHHQ FUXFLDO LQ WKLV SURFHVV
DQG KDV LQYROYHG QXPHURXV WHDPV LQ WKH &RPSDQ\

7TKDQNV WR WKHLUZHIIRHIMWVDEQH WR ILQG DOWHUQDWLYHYVY WR DOO WKH

VLQJOH XVH SODVWLFV WKDW SUHYLRXVO\ UHDFKHG RXU FXVWRPHUYV

HYVWLPDWH WKDW WKH LPSOHPHQWDWLRQ RI WKHVH DOWHUQDWLYH VROXWLRQV KDYH
HQDEOHG XV WR ROMWKKYIWHIKW RI VLQJOH XVH SODVWLFV

,QWHULP H[HPSWLRQV DSSO\ WR VRPH RI WKH HOLPLQDWHG LWHPV WKDW
WHPSRUDULO\ DOORZ WKHP WR EH XVHG ZKHQ WKHVH DUH SURGXFWV VROG RQ

QRQ *URXS SODWIRUPVY WKDW KDYH WKHLU RZQ RSHUDWLRQV WKDW LQFOXGH VLQJOH
XVH SODVWLFV RU LQ FDVH RI FRQWLQXLW\ SURGXFWV SXUFKDVHG EHIRUH

2XU FRPPLWPHQW LQ WKLV VSKHUH LPSOLHV D FRQWLQXRXV HIIRUW LQ LQQRYDWLRQ
WR DYRLG XVLQJ VLQJOH XVH SODVWLFV LQ QHZ SURGXFW OLQHV DW VXSSOLHUV DQG
LQ RWKHU *URXS RSHUDWLRQV

,Q ZH DOUHDG\ HOLPLQDWHG WKH XVH RI SODVWLF SDFNDJLQJ LQ VWRUHV DQG
RQOLQH RUGHUV ,Q ZH ODXQFKHG WKH EULQJ\RXURZQEDJ
WUDHWXERGMWIDWLYH DQG VWDUWHG FKDUJLQJ IRU RXU UHF\FOHG SDSHU

EDJV LQ VWRUHV ZLWK WKH DLP RI UDLVLQJ DZDUHQHVYV DPRQJ RXU FXVWRPHUYV
DERXW WKH LPSRUWDQFH RI XVLQJ UHXVDEOH DOWHUQDWLYHY UHGXFLQJ WKH
JHQHUDWLRQ RI ZDVWH DQG PLQLPL]LQJ WKH FRQVXPSWLRQ RI UDZ PDWHULDOV
ZDWHU DQG HQHUJ\

M )RU PRUH LQ Q WKH HQYLURQPHQWDO SURMHFWY RXU FXVWRPHUYV DUH
ILQDQFLQJ RPW\XKLYV 5HSRUW

,Q WKLV UHIJDUG LQ ZH DOVR VLIJQHG D FRPPLWPHQW ZLWK WKH (OOHQ
ODF$UWKXU )RXQGDWLRQ (0) WR UHGXFH E\ RXU SODVWLF IRRWSULQW E\
FRPSDUHG WR 7KLV FRPPLWPHQW XQGHUSLQV RXU WHDPV HIIRUWYV

WR SURPRWH WKH GLVSRVDO UHXVH DQG UHF\FOLQJ RI SODVWLFV

7KHUH DUH WKUHH LWHPV WKDW FDQQRW EH HOLPLQDWHG IRU OHJDO RU VDIHW\ UHDVRQYV
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SUHSDUDWLRQ ODQDJHPHQW RI PDWHULDOV

‘H DUH FDUHIXO WR SURSHUO\ PDQDJH DQG V2KSDUDPMNHEDWHRQZOVGWKDWIRU WLOY® HPOFNDJILQJ
RXU IDFLOLWLHYVY SDFNDJLQJ DQG RWKHU LWHRW UHXVHRW KU VFOMMWH DY RXU VXSSO\ FKDLQ
UHVRXUFHV WKDW FDQ EH UHXVHG RU UHF\F@®H G DRND 2 HQD UHVNFRR B LU\W AMHG WIRH VWY HVVHQWLD
SURSHU PDQDJHPHQW WR SUHYHQW LW IURP BB EQLQXS LQ ODQGILOOV

7KLV DBBKURY QRW FRQILQHG WR SURSHUO\ VRAUNH[DIPEDWHRKDONR RBY DUH SDFNHG LQ FDUGER
SURFHVVLQJ O®IQEW UEXW LQFOXGHYV UHWKLQNLIHQVRYY SWKFROAH WKHA WBULYH LQ JRRG FRQGLWLRC
UHGXFH ZDVWH JHQHUDWLRQ DW HYHU\ VWD X VARAHQ DRI IREMHPW VYR UH IRGGWHKQE SDFNDJ
Rl OLIH SRVVLEOH DQG ZKHUH LW LV QRW IRU LW WR EH
WKH SURGXFWLRQ F\FOH DV D URZWHROKWN HADUGER DY
2XU JRDO LV WKDW WKH ZDVWH JHQHUDWHG DWGRENSHRIUBRY O WHWHHED GG XDAUWHHIYWUHV HVSHF
ORJLVWLFV FHQWUHV DQG RZQ IDFWRULHV DUHX VMW ROIEVRWRUER\BYUREHUO\ FROOHFWHG
DQG PDQDJHG E\ ,Q WKLV UMIJIVBE ZA0)VWH
JHQHUDWHG LQ WKHVH IDFLOLWLHY DUH FROOGHBWEGWERQVYLWK VBRI ® IPDRDJIJRGQE\ D@H VWHS
DXWKRULVHG PDQDJHU WR DOORZ LWV UHXVWHRL LLFHHF DFCDA.RZLDQ GR PV RIDGA D VR\Q G HG IR \FIXW W R P H L
LQ D ODQGILOO ZLVK WR UHFHLYH WKHLU RUGHUV LQ UHXVHG ER]|
YDULRXV JHRJUDSKLF DUHDV DQG ZH DUH ZRUNLC
‘H FRQWLQXH WR PDNH HYHU\ HIIRUW WR HQ\QHFHPW KN MANND FRIGWK@LWK Rl ZDVWH LQ
WKH PRVW FKDOOHQJLQJ FDVHV VXFK DV LQ RXU VWRUHV ORFDWHG LQ VKRSSLQJ
FHQWUHY ZKHUH D FRPELQHG ZDVWH PDQDJHPHQWHWEFOIMRJBEENRXWRIJUDPPH KDV EHHQ D NH\
JRDO DV LW HVWDEOLVKHV WKH TXDOLW\ DQG HC
,Q ZH KDYH EHHQ ZRUNLQJ WR EH DEOH WRERPYWHP X DW H WHKW WIRVMWGIORZ WKHLU UHXVH DQG
JHQHUDWHG LQ RXU VWRUHV LQWR RXU V\VW$IEBKNJYOPPHG DR RV kvt GIDW D QAMRKBPHFHR X QW WKH VR
DYDLODEOWKH WLPH RI SXEOLFDWLRQ RI WKKXBHERIDG @B ECOMH HVYWWRDWHGEHKH PDQXIDFWXU
WKDW DURX@®RQV RI ZDVWH FRXOG KDYH EHHIDV @ HXPOFHNEK WHKY RXYKLQI WR EH DXWKRULVHG
WKH *URXS V RZQ VWMRBRYWDQXH WR FROOHF LR IRAR[PFWLRLNVWSO VY D VRFLDO DXGLW LQ ZKLF

KDYH PRUH GDWD IRU D FRPSOHWH \HDU D Q GRE RIRQIGRE WH| MR 0D@XYBI MW MWV DQG 6XSSOLHUY
GLIIHUHQW VLQJXODULWLHV RI VWRUH W\SH E\ PDUNHW

:DVWH PDQDJHPHQW DQG IXWXUH SXUSRVLQJ
JIXUWKHUPRUHZH &DVY/58( FHUWLILFDWLRQV SURFHVVHG

*UHHQ %XVLQHVV &HUWLILFDWLRQ ,QF IRU R)PLYWHD](E'WHJLRM"H-@\Q BWJLR&WW@J&%%\MVUV OR.
DQG RZQ IDFMRMMHYXPROGGFHUWLILFDWLRQV/PRWRULHV LV SUHVHQWHG EHO

FHUWLILFDWLRQ LGHQWLILHV HQYLURQPHQWDOO\ UHVSRQVLEOH VSDFHV ZKLFK KDYH
DFKLHYHG DQ DYHUDJH RU JUHDWHU RYHUDOO GLYHUVLRQ IURP ODQGILOO RU
LQFLQHUDWLRQ

'DWD RQ ZDVWH JHQHWHWRWHHG LA GLITHUHQW PDUNHWYV LQ (XURSH DQG $VLD DQG IURP DOO WKH *URXS V EU

7KHVH GDWD GR QRW LQFOXGH ZDVWH JHQHUDWHG LQ RXU RZQ VWRUHY DQG FRQVWUXFWLRQ DQG UHIXUE
OHYHO RI GHWDLO LQ WKH &RPSDQ\ V VAIVWHPV :H KDYH VHYHUDO SURMHFWV XQGHUZD\ WR UHSRUW WKLYV |
GDWD
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7\SH Rl ZDVWH X X
&DUGERDUG DQG SDSHU

:RRG

2WKHU QRQ KD]J]DUGRXV ZDVWH

3ODVWLF

7TH[WLOH ZDVWH

OHWDO

+D]DUGRXV ZDVWH

7TRWDO

7KH GHVWLQDWLRQ RI WKLV ZDVWH ZDV DV IROORZV DFFRUGLQJ WR LWV W

1RQ KD]DUGRXV ZDVWH GHVWLQDWLRQ o
'LYHUWHG IURP GLVSRVDO

S5HF\FOLQJ

3UHSDUDWLRQ IRU UHXVH

'LUHFWHG WR GLVSRVDO

/IDQGILOOLQJ

,QFLQHUDWLRQ ZLWK HQHUJ\ UHFRYHU\

7RWDO
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+D]DUGRXV ZDVWH GHVWLQDWLRQ * o
'LYHUWHG IURP GLVSRVDO

5HF\FOLQJ

3UHSDUDWLRQ IRU UHXVH

2WKHU UHFRYHU\ RSHUDWLRQV

'LUHFWHG WR GLVSRVDO

/IDQGILOOLQJ

2WKHU GLVSRVDO RSHUDWLRQYV

,QFLQHUDWLRQ ZLWK HQHUJ\ UHFRYHU\

,QFLQHUDWLRQ ZLWKRXW HQHUJ\ UHFRYHU\

7TRWDO

2XU HIIRUWY DOVR IRFXV RQ UHGXFLQJ ZDVWH LQ FDQWHHQV DW RXU KHDGTXDUWHUV
,Q WKLV FRQWH[W ZH SURPRWH WKH XVH RI PXJV JODVVHV DQG JODVV ERWWOHV WR
DYRLG WKH XVH RI VLQJOH XVH SODVWLFV DQG ZH LPSOHPHQW D QXPEHU RI
PHDVXUHV WR VWRS ZDVWLQJ IRRG DQG WR HQFRXUDJH WKH SURSHU VHSDUDWLRQ

R1 IRRG ZDVWH

LociwHl *urXs dQQXDO 5HSRUW lewbDwHPHQW RQ 1RQ YIIODQFLDO ,QIRUPDWLRQ
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