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'H WDONHG WR )UDQV 0XOOHU DERXW KF
RIbJUHDW ORFDO EUDQGY KHOSHG XV FF
RI DOO RXU VWDNHKROGHUYV GXULQJ DQI

7 D RI WKH ZDU :
WXV EHHQ DQRWKH%}{EK %@%‘LQDE?%ﬁgouwwxoouo

\HDU DURXQG WKH U@ SURFHGHOWHG LQIODWLR
ORRNLQJ EDFN KREUKEHW WEKEIVRDULQI HQHUJ\ SU
FRPSDQ\ UHVSRQGKWWR DGDSW LV RXU XQLTXH VW

RI JUHDW OREDO EUDQGV DQG R

W ZDV LQGHHG D GLIILFXOW \HPR Yy WWEKPW\SFUWo R PRWoxu EUDQ
RI VWUDLQ RQ DVVRFLDWHYV DQG LW ORZ DV SRVVLE
SDUWLFXODUO\ DV D UHVXOW RIoWK/X 28K 1R ENEBERRppxoLw
+DYLQJ ZRUNHG LQ 8NUDLQH DQ3x 85X ¥ YRyl VDYLQJV S
LQ P\ FDUHHU , IHOW JUHDW V@&L@J"i\i)vs%@ B NspuwLFXxoDL
DV , ZDWFKHG HYHQWYV XQIROG: yi R JURIEHAX® MR 0 G LV L0 WH
DQG SURXG RI WKH SHRSOH L%@d(]ﬁ PRREV7KH, QHIRWLDWH G
SDUWLFXODUO\ LQ 5RPDQLD DQ& MWK #JNFEQG OHIW QR VWROF
SHSXEOLF ZKR RIIHUHG FRPIRYW FERKS: FR WIVELY WR SURYLC

QHFHVVDU\ VXSSOLHV VKHOW Y pQEZ RN FKDOOHQJILQJ W
FLYLOLDQV IOHHLQJ YLROHQFHypwWHIXO IRU WKHLU KDUG ZRU

‘H DOVR VDZ WKH LPSDFW RQ $KFIRPHUFHAMWDoOLY D UHVSRQV
ZHOO EHLQJ O ZKLFK zDV DOUKPBEPRQBHYY BRYRM, WMKH IRRG V)
DIWHU WZR GLIILFXOW \HDUV RJHAkeHWR dV'DNH

SDQGHPLF 7KH ZDU FUHDWHG XQ&#WWPE Wb oMY o RI P\ ERC
DQG D IHHOLQJ RI SRZHUOHVV@%W%LF@QL& RRQWREYUY DQG FRPP
EUDQGYV ZRUNHG KDUG WR VXSgRYMWHPNWMRFERWHVHYVSHFLDOO) :
FRQWLQXLQJ WR LQYHVW LQWR PHRWERE PRV KsROF FrRoOWL C
RYHUDBO®@ EHLQJ WKURXJK FKRSS\ ZDWHUV , IHHC
WRJIJHWKHU ZHXxYH EXLOW D VWUF
ZHDWKHU WKH VWRUP :H ODLG [
LQ JXLGHG E\ RXU /HDGLQJ 7
VWUDWHJI\ DQG ZH KDYH JUHDW
ULJKW NQRZOHGJH DQG H[SHUWL
ZKDWHYHU FRPHV QH[W
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XULQJ SDQGHPLF ZH VD
+RZ DUH RXU JUHD&%E €UH DQG HQMR\LQJ
EUDQGYVY DGDSWLQ %x UHDG\ WR HDW

OH R J v KR KDV EHHQ SDV\
Rééﬁ&%ﬁ’\’éﬂ'-v HQYé%E??g{H%y DYH IRU 2XU &XVV
! v ERL Rx®KROG g {4 K) OLH .QLJKW ,Q OL
YRODWLOH HQYLURQBHEMEXLOW RQ WKDW WUH HId0e Pdil W P WHV XO VSV pu oy WR OHDYH WKH FRF

UDQJHV HQKDQFLQJ WKH DIIR OLW\ RI KRPH WR WKH 8 6 ,xG OLNH WR

'XULQJ WKH \HDU RXU EUDQGWIRHXYHR®RHQLHQW PHDO VROXWIERQV G >?(;33 QY W V_WR RXU FRPSD
NHHSLQJ KHDOWK\ JURFHULHYV FOWIRHIG 2 6EOHWRUKHOS FXVWRPHI IKFB lg?ﬂ%v@% JV | WKH H[mv%%i\g %O‘P;g ﬂv&l @xwa
%El}é VVES RS0 Do6 LS BWHE (T £

FXVWRPHUVY 7KH\ LQYHVWHG L\QSQQEIDQJFRREJXI-@[[DWSH)\H DOO
DQG DVVRFLDWHV DORQJ ZLW K UWRWUBW B JR B GIUGRM Y AWVSHV D Lé?%) F%%%%%E&‘ggﬁH%&*%’ﬁéé@@%ﬁfﬁfﬁiulvho E’RSHF
\ i)
% qD OHYHOV RYHIRWIHRHNLBRDODOHR2HN BB GXULQJ

LQ GLILWDOL]DWLRQ VXVWDLQUREKSOW\FXY® NWHRWHFRRN IU R
EUDQGY ZHUH DOVR DIIHFWHG \WMIRUDZHHYQ 8 B XHJMWHHR W KDW ZH K

UHPRGHOLQJ :H ZRUNHG KDUGPWROEDR®O ®F HXWHK H W

QHHGV RI DOO VWDNHKROGHUV. DQG mVXUH RXU

EUDQGY FRXOG NHHS FDULQJ IR FRYREPY BP o ER QWL QXHGVWR\ H{SDKR ® BIHH MR ZHDWKHUVWMKBMB KMXGHZLQBEWQWLRQ WR V

FRPPXQLWLHY GXULQOJ WKHVH EﬁgoEdJUJ,gégﬂq(?vaﬁ WEHQWYV ZKERWWHUSERK @ RB VWURQJIHU 8 6DBBRIMPOGKUBKHULW ZKHQ H
0I'VWURQJHU HYHUFRBQV XRHE WRBVDGHEGFH DQG PREB GLQWIRIQ W IBOH PRUH FRQG XF|

, DOUHDG\ PHQWLRQHG WRXJKWKNX$S KOQIKO\ WDLORUHG RPQVKKILG QH@QFOR\DO W\

QHIJRWLDWLRQV E\ RXU EX\LQJIJSWRDBNYP VKHMR K DRHLGH SHUVR, L R V.

PDQ\ RWKHU H[DPSOHV RI KRZ RRKOXEWRQIVUHOHYDQW WR Fxm%gh’?&(g@wﬁ%a%@%@w RI F';*XU FrowMo Lo

DUH NHHSLQJ KHDOWK\ IRRG DRIDNVIRAGREOSILDY MRXUQH\ HIRF WKLQJIV ZH FRXQAL ERRWURHE \HDU RXU

IRU WKH EHQHILW RI FXVWRPHUYV
SRVVLEOH 2QH ,xP HVSHFLDOO\ SURXG_R| DQG | REPEV RIS HODbNHHSLQJ
WKDW VKRZV WKH YDOXH RI FREODERUBWWE R XA YKDUHG YDDRBVRRXE RERISDQG V

WKH DGRSWLRQ RI $OEHUW +Hm§zuc3wFHH\ FoRRA) { By SHR SO, D@&(w@%@gﬁwm R LQ.ODWLRJQUJEF?&':Q%%;&E'P'Eg\fD
\Y \Y

SURJUDP E\ RXU RWKHU (XURSEIB PX@H @SV LQ PDQM BVV\KFHNJ& ! \/ OH WR DYRLG UDLVLQJ SULF
7KLV SURJUDP VXSSRUwWV FXVWRFEB@! PN BLBILRQ LQ I'—Z g DEVRUE SDUW RI WKH FRVWIRFUHDVHV
WKH EHVW SULFHV RQ KLJK TX B O WM BPHRWcHRQRDWLRQV VX HH \ WUDQVSRUW DQG ODERU E\
SURGXFWYV SURGXFWV WR FKDULWDEOH R

/LR ZRUN RQ RXU 6DYH IRU 2XU

QIHHGV UHDFKHG DQ LPSR W O GHOLYHULQJ UHFRUG KLJK
V{/ I{J HQDEOHG XV WR

SH

ZKHQ LW GRQDWHG LWV RQ b W %
%H R LQ VW LQ EHWWHU FXVWRPHU

DQSOEHUW EHFDPH WKH ODUJ%\%\%
WKH &JHFK SHSXEOLF GXULQJ LWLRQV DQG NHHS VKHOI SULFHV DV ORZ
DV SRVVLEOH

$KROG "HOMOAAXBO 5HSRUW
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7KH WKHPH RI WKL UDKDW LV WKH YDOXﬁ% %ﬁ%”  EIDQGYX FXVWRIAOK BDXBRS HYLG +ROW ZKR K
$QQXDO 5HSRUW L FORFDO EUDQGV LQ 'ﬁLé é)#b OHYHUDJH RXRWIEHDD W BIQWEIEXOBG RXU RPQLF
PDWWHUVX S ZK\ | LWRIDBQ LQWHUQDWLB\Q@R%J HFRV\VWHPV EHWZHHQWEDRYRUPRWLRQ LQ WKH 8 6
HVSHFLDOO\ LPSRUWDQWFRPSDQ\" H[DPSOH RXU WHDPV LQ &HQWWDWY DR DQG ZLVK KLP DOO WKF
PHVVDJH IRU . 6RXWKH DVWHUQ (XURSH DUH PWDHWQU FRHORD DDWHU LQ 7R

2XU XQLTXH SRUWIROLR RI EURQRYY R §{7' Eg QPRLQW VWUDWHUUWR OFBNBE8UDRVEH QRPLQDW
7R XV ORFDO LV QRW MXVW DEHRY ﬁ%‘}dWQW W R UNHWYV @ gk PHUDJHV WKH ERPQGXY BHBW BUMVLGHQW &KL

DERXW FRPPXQLWLHV O DQG R§<>UJB§ g gJLYHV XV VRPH ELJ D GYIRQNRAAM, wik KH VLPLODU FKDDOHGLHDW EHD $REH DQG/DO /DE
FRQQHFWLRQV WR WKHP WKURX3f Qk‘J'ﬁUHbH VAR PPy DFURVY IVAKY RHOQPCYHOERMWHU IRU AXR WRKRHH OVOIDQBPHQW %RDUG DW
EUDQGAY DERXW RIITHULQJ SHR %Fﬁsﬁﬁ Y WK REQI OHDUQ'—Q*?QVP#‘*E‘%'T_\}?L%Q/ .Hq}DOVR VHH UHHHWUH{(IM@ESKD

QOHLJKERUKRRG ZKLOH VxssRrRBW R PW&?'RMQ/%B&(/SURYI‘HQNKN A ENYIER PP %Q'ﬁOYLQJ.A_X W KRy B H S HOR

M

BV WR ApEe) SWHG DQG YHU\ TXLFNO\ HQLQJ RXU SRU
BSEGL\LNQLVRV(\SL\\,’VV;(VEERQV XVHKQHC;HFUD éBB ﬁé(ﬁgwﬁ'\ﬁ’ég@% MN%?WQUWRQ WKH & DUH XQLTXHO\ RUJCPHUBIBUWR QG DFTXLVLWLRQV DQ
UHIOHFWLYH RI RXU FRPPXQLWIRHRP V§8UDWH PDNHV XV PRUH DBFOH VM@ GHAVYHU WKH & RRMUHF HIBYEX S W RWPXRK DV SOEHU
XV EHWWHU VSHHG WR PDUNHWWUDWHJ\ %\ SURYLGLQJ LQQRYWW L-Di) \GRBGIMURR/Q R HIK H

LQFOXVLYH

7KH FRQFHSW WKDW ORFDO PDMWIR
RI RXU YLVLRQ WR FUHDWH WKH/8
VKRSSLQJ H[SHULHQFH DQG RXSL3
SHRSOH HDW ZHOO VDYH WLPIQ%

HUDJH VFDOH DQG H[SHUWLNW KHILOFDQIE VR Q G IRRQGL Q Y HV W
AR Y 1 Ve MV LR 3Q|>b\k6’B]¥P@8‘é\VXSSRUW RUJDQWBWKEBRURWKIRPRBFQOS$SGKHVH 7
WoREY L HRRE LP S O HPQ F%\SW%r—Hxv RQ VHUYLQUOFRVWRWHQY DQ HFRV\VWHP RI
KYipR DW "HOKDL]H %HOJLXP DQG WKDW OHDG WRJHWKHU

E% HG WKW DW.&P1D %HWD LQ *U H 2XU
RE

N WHDPY DGDSWHG PRVW WKH
SDUW RI HYHU\WKLQJ ZH GR :HLpY IQ/Dl\R;V\)JRF\Q;1\1\)3@3[;'%\,\/\/|_Hv LGWRX%W 3ORFDO LV QRW MXVW DERXW

RSHUDWH WKH JUHDW ORFDO E6O(D°‘ &y
ORYH DQG WUXVW O EUDQGV G SHY Ri-Rv HEC U%‘GGHGLL}E&F‘:VQHIFDKQFSCP-RR\J'PJ@SK\ WXV DERXW

FRPPXQLWLHV IRU JHQHUDWLR Q/RLGZMSNH{S(E:WS)X%F?(LQGW% Ew—bPXQLWLHV S DQG RXU GHHS

'H EHOLHYH WKDW ORFDO LV WKH WKHK\WUVRIUDWHKDVRXLFNO\ IBREHGHFWLRQV WR WKHP WKURXJK
XV DQG ZKDW PDNHV XV XQLTSHRSKXGDUKL WHQODWKY® WKH ILUVW IHZ X HHY V) H’\D<W$®RFDO EUDQGYV
PDUNHW VKDUH FRPELQHG ZLWXSBE UDREN MG IDHRIMVKWMKH WRS WUHQGLQJ DSSV

LQ RXU YLHZ WKH ZLQQLQJ FRABHIQMIV LR K QHZ XVHU UHJLVWUDWI-QV

$QG RXU FXVWRPHUV DsSUHFLBR® xv 1rRBRW Y2 WYY LQ "HFHPEHU

WKDW PRUH WKDQ HYHU LQ WK:HVBUFKDRRODMIQQIL OWRWILPHIVFN HYHQ PRUH YDOXH E\
<HDU DIWHU \HDU RXU EUDQGWOHKDNUDRIRQQ REWHWBUDQVDWODQWLF DQG UHJLRQDO VFDOH
ZLWK FXVWRPHUV VXSSRUWHGH RBYHVOIDPXSRAKMGBGOWH YW RUDO SURMHFWY WKDW DUH
WKHLU FRPPXQLWLHY DQG SURKHGSIC B HKB/OWKD PRYIRUP RXU RPQLFKDQQHO RIIHULQJ
DIIRUGDEOH IRRG ‘:H EHOLHYHEWRKRWEEHBRQOHRXU VNLOOV RQ ERWK VLGHV RI WKH
UHPHPEHU WKLV WKH\ WUXVW RFH DRUW. R | 1DJIEE WRIOKKW LRQV DQG RSSRUWXQLWLHV LQ
FRPH WR XV LQ WLPHV RI FULVLDVMHDNV DOUNNXHWKDQL]DWLRQ UHWDLO PHGLD VHUYLFHYV
SD\PHQWY DQG ODVW PLOH DQG PXOWL IXOILOOPHQW
RUFKHVWUDWLRQ
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| \, ZH FRQWLQXH W]
,Q DGGLWLRQ WR VE%%‘E!%%Q[E@HQZHRJﬁQVIRUPDW
WKH SRUWIROLR Z HUDWRUV DOG HODE
VRPH RI \RXU RWKHAPGHYWU DQG ZKHUHYHU WK
SUHVVLQJ SULRULWWNHWSURYLQJ WKH SURILWDE

EXVLOHVV VRPHWKLQJ ZH WR
:KLOH RXU JURZWK @KLY HRXQGBMMRR G ro L0 JRU H[DPS

RI RXU ORQJ WHUP VWUDWHI\ [ gHGEREVRYY IXOILOOPHQW
LQWURGXFHG IRXU SULRULWLH)WKDWyKHEBB¥QWWERKKR L o s
FRQFUHWH VWHSV ZH ZLOO WDHHGL RR¥ K @K VIvW K UHRY LG 1

\HDUV O WKURXJK LQFUHDVLQJ YROXPHV 7KH E

JLUVW ZH ZDQW WR EXLOG GHRFAPAMEBUIWIDVDNH LQ &\FORH
UHODWLERQWKLBXU FXVWRPHUVERQ KRV SW KRR MWK WR "XWEK
RXU EUDQGVx IXWXUH FRPSHWHRLYYIRRIM 1By FDUJR ELNH

H[DPSOH LV "HOKDL]H 6HUEL DM WXHFHRMM XYL RULWLHYV DUH
GHYHORSPHQW RI LWV 0\ 0D[L RBPOMBIPES pARRELDWHY O 2

HQFU\SWHG GDWD FROOHFWHGHWKHRX WK Wik @ow Wk Hp
WXUQHG LQWR XVHIXO LQVLJKWY HQDEOLQJ WKH EUDQG E
WR RIITHU SHUVRQDOL]JHG VHUYRFIRXW DWW WO RDRFE WiKHKQRE
FXVWRPHU H[SHULHQFH VXFK PRUH HRPSBRY®WDEW O DQG PRU
WKH QXPEHU RI YLVLEOH SURPWRWHIG WKHVBIRYHVWPHQW
JDLQHG KDOI D PLOOLRQ XVHUOHMMWHRN RQDRYUIWFDOH ,Q D GeEiEgeh
PRQWKY DQG ZDV UDQNHG QXEXKHOXR®H RGWWHH RQDO UHYH
DSS VWRUH FKDUWY EHDWLQJ8D&SVHIONRG7IINELRND O /DEV D Qe
WR FUHDWH DQ HOG WR HQ

LH[W ZH DUH ZRUNLQJ WR OH DG kgt gD @M IRVRBWBRR Q1 R
WR D KHDOWK\ DQG VXVWDLQDEANHHIRRGHAVW bRiwRRrRUN 2x U]
ZH IRFXVHG LQWHQVHO\ RGSURM- EbXURSH zLOO DOVR

DIIRUGDEOH KHDOWK\ FKRLFHVEWRHRRE EVEORN G G LILWDO D
FXVWRPHUV :H FHPHQWHG RXG &R FWW BH @ WHWR
UHGXFLQJ FDUERQ HPLVVLRQV IURP RXU'RSHUDWLRQV
VFRSH DQG $QG ZH VWUHQKWR HAHERRXY WR QXUWXULQ
WDUJHW IRU UHGXFLQJ VFRSHNQRAL WKOAWHPBEEOBRMW JUHD
WKH YDOXH FKDLQ WKHP RSSRUWXQLWLHV WR JU
VXFFHVVY :H DUH LQYHVWLQJ
,XYH DOUHDG\ PHQWLRQHG WKK %Ki pRFE% DA A R vNL O
WKH ZRUN ZHxUH GRLQJ WR VWEHHEQINIHRXRWR PRYWN UGV DQG SUHSDUH RXU
DQG FUHDWH DQ HFRVAVWHP R{yg4tPRMEPRERBFYP YEYXULQJI WKHLU PHQWDO KHDOWK
WKDW OHDG WRJHWKHU DQG RYHUDOO ZHOO EHLQJ LV D SULRULW\ :H DOVR
FRQWLQXH LQYHVWLQJ LQ LQFOXVLYH OHDGHUVKLS DQG
PDNLQJ VXUH HYHU\RQH LV KHDUG DQG YDOXHG DQG
ILQGV SXUSRVH LQ WKHLU ZRUN

$KROG "HGHMIQABO 5HSRUW
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* JRRG SDUWQHUHG ZLWK7ERUFXSROUNDIQXW BUHDV ZKHU H P
/DVW \HDU \RX VHWP UP /RRS WR RIIHU VKR SIHRIW SUR GWHAWWHRU DUH LQ U Q UH \RXU
DPELWLRXV WDUJHVYx OH SDFNDJLQJ $QG $0®NYVWQENKNDPHVWXBFH *URXSV * DWLRQVDIRU
FOLPDWH DQG KHD @WHWHWUWHIOHY LQ WKH &]H FEKUDHISAE O UF W R Q\GHK\FWY IDQ J J H D WUHY R DURKDDKHDG
S KRZ KDYH \RX SHWRI\BUWRASRGLF VIVWHP JURZLQJ PIQGESDD GG YOLHDIDQDO\WVHYV DQ HPHQWLQJ

YHJHWDEOHV ULJKW RQ WKH VRR®LURQRWDDQV WR HOLPLQDW H{GHNHRWHWM D\ BKHDG WR UHPI

*V H IURP VWUHQJWKDWB HMOVUB@IWK LW LV FUXFLD

(YHQ GXULQJ FKDOOHQJILQJ WL/RHQY ¥ U &y Kipw\ - WD LQD “Lé];i‘%% r@i% G DSHLD_WKWVKWQQIJB(SJ?IPRQJM\RWRPHUV F
D

LPSRUWDQW WR NHHS PDNLQJ GHRYUMHQWHCRRY WKH ([HFX
+HDOWK\ DQG 6XVWDLQDEOH VANUB®IRKQWHIYR &KLHI 6XVW LFJ*L QH RIF%DK%J%VH\%?&S\EV%KW%Q&H%%BULRGQ\JN}\</|\7VC]JB\F;V):
FRPPLWWHG WR UHGXFLQJ RXUBGERYRVWEEH *URRW GXULQJ G WR pDN,_QJ SRVLWRYVE DU D:@FHRHRWNHS DOWLFL!
HPLVVLRQV DQG WR EHFRPLQJ QHW JHUR LQ RXU RZQ ZLWKLQ WKH JURXS RI DVVRFLRWDBHIFZWEBW DG REISIRDWX QLWL F
RSHUDWLRQV LQ ,Q ZH VWUHQJWKHQHG SDUW RI WKH /*%74 FRPPXQLV\DQG EDODQFLQJ WKH LQWHUHVW
RXU &RPLVVLRQV UHGXFWLRQ WDUJHW IRU RXU QLYHULQY
HQWLUH YDOXH FKDLQ VFRSH_ ___ WR DW OHDVW E\ ‘KLOH LWxV QLFH WR KDYH DV %,ﬁ% LMF FRPP
DQG UHLWHUDWHG RXU FR HGMRMWRYH VDLG WKDWPISLBHWWQ_FQURDPHDVXULQJ R %\}J - WR RXU ED
EHFRPH QHW JHUR LQ WKH HQ DPRH RKRUF BE\WKDW LﬁH*lFU?H%GW RAVR VHH JHQGH 86 DQG D
7KLV ZDV D ELJ GHFLVLRQ @(owavav\ RI FXV 5‘”’ Ry VHQLR WR EH DEOH
IHHO LW UHIOHFWV RXU UHVS OLPSWRWHDORXG ULRU
LQIOXHQFH DFURVV WKH YDOXH FKDL Vg&% g@_hLQ %2? 'R JR KRZHYHU Z@'RDUQ FRQ\ZIHQfll'@O VWD\ IRFXVH
WUDQVLWLRQ WR D KHDOWK\ DQG VX\W_(B GLQJ PRPHQWXP RRWL RKREQ 3RO FXVWRPHU H[SHU

JRDO RI NHHSLQJ JOREDO ZDUPBHRHEVIORZ FRP&DQ\ ZKHUH S VHVRV\éHH[l)J'?/V DO 8 G YR BRIFWISHUIRUPDQFH
DQG VXVWDL DEOH DPELWLRQV
,xP SURXG WKDW RXU +HDOWK\R§6%Ué’¥<X/‘9\)-d/\L MEWIR JURZ DQ Q Q Q

VWUDWHJI\ LV EULQJLQJ UHDO EHEAM LW G HyW R EWWR S WG LU WFUD@WR*@Y(E‘@WRI'I@LR’\X@@/G'FR U Nk Rd v Rﬁ%g\ffﬁﬁRQ
HVSHFLDOO\ LQ SURYLGLQJ KHYBWKRSE WK RIYDEOHRGY 5HSRUW LQ O D ELJ PLOHV %ﬁgL % J WKH VDO H
PR I—Pr

VIVWHP ,W DOVR EULQJV XV LQ@H@HY;{LLWK,W@HQ@OVDERXWEggg @g%gg%{g% EXW LQ RYHHEQ®O Q¥ WRVIKUYXHQR XU HQYL

IRRG )RU H[DPSOH VHYHUDO EWDREYRRAWRHUH \HW Exw z SR '
G\QDPLF SULFLQJ IRU SURGXF\MVII:PFSKSMHRDFEK#-LQI:]V\NUQ'XVUGLYHU %%&WBE \&'%JHV 2 KBYMYRE S XVH
VHOO E\ GDWHV 7KLV KHOSV UhEhty LRRG %DVWWSLUDWLRQ U UHVSRQVLEQO LW W R & RQWUHIGEIXWKHH & By K H
ZKLOH EHQHILWLQJ FXVWRPHUY p ZBR@OHVV ww@wmwmm RX%/ (} VRELHWA VORIEW &) B BR QB HVKDAGKHOSV XV
H[SDQGHG DFFHVV WR 1XWUL 6FREH IXLEDREA £M4 O DOG WR & ULIJIKWYV JRDOV 7JRIHWKHU ZH ZLOO NHH:
PDNLQJ LW YLVLEOH RQ HOHFVHERKW PG MRWOIWIRYP somwmwmwemmwmm EURK Kg\/g\%&%\/ﬁl@ﬂb V GHOLY
SURGXFWYV DQG DGGLQJ LWHWR LMWV VIDFSRXAGLBFOXVLYHQHMWP EQR® [RIR (X,SLB\ R X U &KLH| PDGH DQG
FRPPHUFH VLWH RQH SHUFHQWDJH SRLQW D QG5WWKRIXDS$ $WHH LIDAHUR QDWRDOLD : ESO FTUOVHV;S;’\?VLF;\WK
+DQQDIRUG LQ WKH 8 6 0DXQFKHE AWV BFPRHRYORSSRUWXQULRULGIVGURNKH ER RSQUAHLQ - DQX g
%H :HOO O $ 3DWK WR %HWWH® HHEDBbQMEBIHo: RHOWN v H DOUHDG\ EURXJKW IUHVK SHUW&\HFN\QWHQM(@G WRHARUN WRJIHW
ZKLFK ZLOO SURYLGH PLOOLRQ LQ IXQGLQJ WR WR RXU GULYH WR EHFRPH D PROWH GLRHEYBQGY ZKLOH VKRZL
QRQ SURILW RUJDQL]DWLRQV WR KRVW SURJUDPV WKDW HTXLWDEOH DQG LQFOXVLYH FBREDQ\PDWWHUV LQ DOO ZH GR
LQFUHDVH DFFHVV WR KHDOWK\ IUHVK IRRG WDLORUHG FRQWLQXH WR PHHW WKH GHPDQ
WR WKH VSHFLILF QHHGV RI DQ LQGLYLGXDOxV KHDOWK DQG UHPDLQ WKH FKRLFH IRU FX
FRQGLWLRQV DV ZHOO DV QXWULWLRQ HGXFDWLRQ EUDQGVx PDUNHWYV

$KROG 'HOHIQABO 5HSRUW



$KROG "HGHMIQABO 5HSRUW



$KROG "HGHMIQABO 5HSRUW
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)HZ GHYHORSPHQWV LQ LPSDEWRE IRXERULQJ FRXQWULHV DQ@B$YX P LRY W' FL(Y | 0ol Qv+ WDUJHWLQJ WKH 8NUDLQLDQ SXEO
EXVLQHVV DQG SHRSOH DFURVV IRMH EQD Q/&WxHAFDIOWWAL QJ Y LR OHQRH 'HOKDL]H DQG WKH EUDQ &Y DY WRy VEHRGEHY EHLQJ XQE
PRUH WKDQ WKH ZDKHLRVBNUDLQH W RQHWDUY GREPRVANY VLD SARTIGY R VXSS RUSE XS Wh RQYL ®RXH WR 'LVWULEXW
GHYDVWDWLQJ LPSDFWV RI FRX@% E§FH§%‘§M% FH Lo PDQ%MM/FF@LLPW#\Y/ axU EUDQGY SURquw@w\éS#UI@\pWﬂz QRW \HW LGHQ
8NUDLQH ZKHUH FRXQWOHVV 0 LYY o) VR ELDWHY LPSDEWHG E\ WKH b\ R (F&E HR) ZDUIDUH WD
KRPHV. EXVLQHVVHY DQG FLWLHYHOHVIWEMHE SRPBOLD J0YH GLIiNL A RO DWLRR W Al 10 o BB RER ML PLHEYS QW R WKH i
PDVVLYH KXPDQLWBUXVD @ MHUDBR®BR G DQG K\JLHQH PDWHULDOV WRHUHH QW HIREHQWIBWO £ :H VX SRR BRREWRHIGQI WKH VLWXD

ZDYHV VSUHDG WKURXJKRXW (XURRH PQEW KH ZRWRGVKH 5HG & YRYK SHO® D OR RUQDIGR]DWLRQV DORWHY M W KH ULVN SURILOH
DV SHRSOH VWUXJJOHG WR GHDQKAHWSFOWKHGZERID BWRREER[HV I0H J L WOBHRUWY WRDQJIHY HVSHFLDOO\ UHODWHG WR WKH

PDFUR HFRQRPLF LPSDFWV DQG FRUHHRW BRXBHUN VKDEOH IRR@URW@FL\MWRJQEMWKWQ RVWKHLGHQF$ P SA HBSORIBAQE <

DQG RWKHUV LPSDFWHG E\ WKH gZR¢ giRWVWVFHKRBMWGI B VVRFLDWHY GRQDWHG EORRG DQ 3

RXWOLQHV RXU UHVSRQVH WR WXL A D W KWRPHD W U BB W U D (2 N/\Wmﬁté éW'tQ%@o“tﬂﬁ@R\P&@Qv ¥FrRHB&EWLRQV DQG

PDQDJHPHQW DQG KXPDQLWDULRBR BHWISHAWWRHRIIHU D KRW PH P PQR GEWQH WM IRU BNSBRQGD'G DNV RIFLDWE WL WKREUDQGV

SAHW X KHOS WKHLU 1D P IG3 104V HRQF M FBLUR RHK\AY B Y PN RDIQGEH Q W
&5,6,6 5(63216( EEEEQEWDVWIFSQEGU}?{L}JXRJ\/HVHZFDDUUHHKS %E}g@ é/DJ\LbFE@ WDFW Z'-WKEQ'NWD(L[QVBQWGVW'VW@QQWLS(@\E/DH
$W WKH VWDUW RI WKH zZDU zH bWHPYDUKEE RYXUKEHARRN SURGXFQ’W/R BGRRIGHILU IDPLOLHMWDYLEIQ R F WIONIREIMH D) B GJ

FRXQW LHV WHUPLQH KRZVWQFE/\J—L\RVQ\MI@S%@RMHWVR&(MPWKH VW

PDQDJHPHQW RUJDQL]DWLRQ WRsHRRY LR WK WETHFK 5SHSXEOLF VHQ K GUH RI G LWV EUDQGV VKRXO
*URXS DQG EUDQG UHVSRQVH PBNHBoHWwWV RI IRRG D %RQ |RRG*>€/'3< HH/ RWHDPV '—GHQWHH\N%QMV JHPINVR¥oLIDWLRQV U
UHFRPPHQGDWLRQV IRU ULVN PLAHIRWLRE x B Q% @#’%\ﬁﬂ v DQG FH\/@N\@ |'-| SRFWHG E\ WKK ¥ W POtVKHG D GXH GL
H[HFXWLYH OHDGHUVKLS GHFLVIgRQY, REHWRS HRR YK ’b\DVRQ Z LWk \‘R/R Rl & W REHRVXSSRUW Wk QYR[—J FREGAESISRUW DQG PRQ
KXPDQLWDULDQ DLG SURGXFW YRKBEFJEdHNIYHRFRHSMRHW spuw bR @d@W@s‘NBdl\bVIBFLDWH‘#F&JFHW% FRIMNRWERYOHYDQW VDG
FIEHU GHIHQVH DQG OHJDO DQG HHEAWRM EUDQG PDGH LW H UQN"LPQRGW*I’: MV RUW FDO @ QLY.L MR B "(R ZLWK TXH\
FRPSOLDQFH :HFURWKWPB@DIHPHIWEWHG E\ WKH 7DU WR JHW K4 @LH@RH WLPHV Rl FULVLV DQG YROXQWH J DQG

UHSUHVHQWDWLYHV IURP DOO WEKHERYAREYosD Lo pypLoDEOH €8 APWL RRUBD @y{ (%/J%VJHZXU Eg&Q&éU’g%HUDJHG MRE
ZRUNVWUHDPV &RPPXQLFDWLRQNzDRG BXEOLTW RRYG G KHos FROBHL PG FA WK ORFDO bXw HV DQG 1*2V

+XPDQ 5HVRXUFHV 'LUHFW DQG Vv L o) QW RSSR UK\ 3P W LRy 8W R DsNQb K& IVD@H VWD E
6RXUFLQJ ,7 ,QIRUPDWLRQ eHFng’gM\‘j‘%Lh Mmg)%w_\vaKvHRZUDEHDDQm?wg}U@d%bD@G%%QVNHG UHF UXLRMRRRPW OWIREHRIHW RyIR VHYHUH F

+XPDQLWDUHDMGDISWHG DQG FRRUGLQDW 7HPS UDU\ 3URWHFWLRQXWHFWP R MRAWYHEXWLQJI WR KI
RXU DSSURDFK DV WKH VLWXDWLHZ@K(@H}(H-I%FH@H]GXP GRQDWHG PXWPR @HIPHGJH@VVKUWLEF@FQﬂ WR SHRSO@WMBUHY W UR MY R BGQVORZLQJ H
IDFH PDVNV DQG HPHUJHQF\ JH QDB RWY )RQWBPQDOH O0HJID ,PH¥HRDH PQG WKH 8QLWHG 6WDWHYV

+80%$1,7$5.$1 $.° 8NUDLQLDQV FDQ DFFHVV ZBMUHIL © QBQKEHIDMLJHQV VHHNLQJ §M~thL|fQL@Q5FWBDQQEﬁWRMWVFKRDYVC'L
KLOH ZH GR QRW KDYH RSHUD W %R@VFIRP SNUERUEHEDW R | WKRXVDW&% Wy IRU IXOO WLPH S@‘H%%\ﬁ&%@é QR’RMQHVE’XRP%%@ RO
WKH HYHQWYV XQIROGHG RXU (XZRBHWKQRE SD@GXAL\QVWKEFOXGLQJ DQG VRDS EXW ULVLOJ FRVWYV Rl OLYLQJ DQG VLJ:
UHJLRQ TXLFNO\ MXPSHG LQWR DOWRRROREK I$WRQIGBERRNYV RXW RI LWV FXUUHQW VWRFN WR  KRXVHKROG EXGJHWY DV D UHVXO
FUXFLDO VXSSRUW WR WKRVH DIUHFX\HGE FKWRUWHZBU :H &<% (5 ()(16(
VXSSRUWHG KXPDQLWDULDQ UH RU 0 R ] WLRG%NFF)QQ_W\L\QZGIERMH LQIRUPDWLRQ
DQG D ORFDO EUDQG OHYHO WK%@% é*k rx\v}v\&év\éﬁqpr—&ﬁ/\%e FDV (Eg P\%’?’% b G %J VKHQHF URHRRERBLWLPSDFW Rl WKH :
GWRFHLV BE KSWLrRo wR GRQ H FDBEEHLBOUMWQEY PQG EXYKQHVVHV DC
$KROG '"HOKDL]H DQG RXU EUDQ®HSERVIXWRRXKFKHUV DQG $OEHUWHL rl+ \I(D‘LHZV WR UGN G WO WHD AWK URXDRRXW WKLV $Q
GRQDWHG PRUH WKDQ PLOOLRIQIHILMD WK ® GE G G@URVYV DQG * KH 7 VAV B B0 W LDFOVIRIDY & ) A BB, WIRZQVGR
NLQG VXSSRUW DQG JHQHUDWHE\DRWFKGDMA RYDDQLIDWLRQV W %é 5D U W B Y HMANAR V1P DEE 151 Q § YIIEFD.Q F L D O
PLOOLRQ LQ FXVWRPHU DQG DV \FRFGDADI GRYBWLERE® ¥ HD Q G UL NTYIYY
RUJDQLIDWLRQV OLNH WKH 5HG &KIR\HVIREWSURYVBE IRU * WK)E%\%QIOL%%VWFRQWL?XEEDM—.‘ZH V/DZQDF‘\NEQHVL\UZLDVUNIDSUU,f'LOH

KXPDQLWDULDQ UHOLHI RQ WKH JURXQ®B U @ I8N HIG & URYY

$KROG '"HOHQXABO 5HSRUW
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PLOOLRQ

[T (TFOXGLQJ RXU MRLQW YHQWXU|
OFOXGLOJ RXU MRL
TIFOXGLOJ RXU MRLOW Y

$KROG "HOMOAAXBO 5HSRUW
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7KH 8QLWHG 6WDWHV LV RXU
ELJJHVW PDUNHW 2XU EUDQGYV
RSHUDWH VRPH RI WKH FRXQWU\XV
PRVW HVWDEOLVKHG LQQRYDWLYH
DQGbZHOO NQRZQ VXSHUPDUNHWYV
DQGbRQOLQH JURFHUV DOO DORQJ

W KH b gRDN W

VWRUHV

SLFN XS SRLQWYV

$KROG '"HOHQXABO 5HSRUW

22,17
9(1785(6

2XU OHDGLQJ EUDQGV LQ (XURSH 2XU MRLQW YHQ

VHUYH FXVWRPHUYVY WKURXJK 6XSHU ,QGR LQ

VWRUHbIRUPDWY WDLORUHG WR WKHLWGRQHVLD DQG
QHHGV LQFOXGLQJ LQQRYDWLYH RQOBD®JIR 'RFH LQ

EXVLQHVVHV :KLOH VRPH KDYH 3RUWXJDO DUH
EHHQbKRXVHKROG QDPHV IRU DPRQJ WKH OHD
PRUHbWKDQ D FHQWXU\ WKH\ VXSHUPDUNHW
UHPDLQbJURXQG EUHDNLQJ EUDQGV LQ WKH
DQGbIRUZDUG WKLQNLQJ UHVSHFWLYH
UHWDLOHUVbWRGD\ FRXQWULHYV

VWRUHV

SLFN XS SRLQWYV
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YRRG /LRQ LV DQ RPQLFKOQ®HO UHWDL(
FRPPLWWHG WR QRXULVKLQJ LWV QHLJK
GXULQJ WKH PRPHQWV WKDW PDWWHU P
7KURXJK LWV U&RXQW RQ PHU FXOWXUH
JRRG /LRQ IRVWHUV D VHQYH, RI,EHORQJ
IRU DOO DVVRFLDWHVY DQG FXVWRPHUYV
DVVRFLDWHY DUH SDVVLRQDWH
DERXW FDULQJ IRU WKH WRZQV DQG FLV
WKH\ VHUYH

ODUNHW 'BIOWZDUH *HRUJLD
.HQWXFN\ 0DU\ODQG 1RUWK &DUROLQD
3HQQV\OYDQLD 6RXWK &DUROLQD

7HQQHVVHH 9LUJLQLD DQG :HVW 9LUJL(

RWKHU LQFUHGLEOH DFWV RI FDUH

VLH
O\BUNHW DRIGIQHFW L FXW
ODVVDFKXVHWWY 1HZ -HUVH\ 1HZ <RUN

DL D

HWBWRS 6KRS RIIHUV D ZLGRSDVVRUWPHQ
ERB¥ XVHG RQ IUHVK KHDOWK\ RSWLRQV
RVWHDW YDOXH &XVWRPHUV FDQ VKRS L
VWRUH RU RQOLQH IRU GHOLYHU\ DQG V
LQG&D\ SLFNXS 7KH EUDQG SYLGHM LWVHO
WIVIKWLQJ KXQJHU LQ LWV 'FRPPXQLWLHYV

DQG 5KRGH ,vODQG

W 7KH *,$17 &RPSDQ\ LV DQ6725(6

DWRPQLFKDQQHO UHWDLOHU VHUYLQJ

D FXVWRPHUV WKURXJK VWRUHV SKDUPDFLHV

DPIKHO VWDWLRQV RQOLQH SLFN XS KXEV DQG

RQWYV JURFHU\ GHOLYHU\ HUYLEH, 7KH EUDQG

DQ® FKDQJLQJ WKH FXVWRPHU HISHULHQFH
FUHDWLQJ KHDOWKLHU FRPPXQLWLHVY DQG
FRQQHFWLQJ IDPLOLHV IRU D EHWWHU IXWXU

ODUNHW DDB\I®DDQG 1HZ -HUVH\
3HQQV\OYDQLD 9LUJLQLD DQG :HVW
9LUJLQLD

+DQQDIRUG PDNHV LW HDV25DQ G
FRQYHQLHQW WR VKRS IRU JUHDW IUHV
DQG ILQG KHDOWK\ RSWLRQV ERWK RQ
DQG LQ LWV VWRUHV +DQQDIRUG LV LQ
FRPPXQLW\ FRQQHFWHG3WRSARERDs IDU
DQG SURGXFHUV DQG D SDUW RI LWV
FXVWRPHUxXV GD\

ODUNHW OHIH ODVVDFKXVHWWYV
1HZ +DPSVKLUH 1HZ <RUN DQG
I9HUPRQW

*LDQW )RRG ILWV DOO WRHRHABD\V WRGD\
IER@\ FRQVXPHUV ZDQW WR VKRS O
DLEZKHWKHU LQ VWRUH YLD *LDQW 3LFENXS
WKHKURXJK KRPH GHOLYHU\ I[URP *LDQW
PHUWOLYHUV ZLWK VDPH GDB\&V3#BG17$W
*LDQW ORFDO LV D FRPPLWPHQW QRW
ODEHO

ODUNHW 'BIOWZDUH 'LVWULFW RI
&ROXPELD 0ODU\ODQG DQG 9LUJLQLD

V JUHVK'LUHFW LV D OHDGI®RER®QOILWH JURFHU
FRPPLWWHG WR GHOLYHU(%Q(JS(WRZH KLIKHVW
RUXDOLW\ IUHVKHVW IRRGq <_((§_15RPSDQ\
FUHDWHY IRRG H[SHULHQFHY DQG GULYHV
VLPSOH KHDOWK\ VROXWL V. WR PDNH HYH!
MX@D\EHWWHU IRU FXVWRPHUV %\ ZRUNLQJ
GLUHFWO\ ZLWK JURZHUV SURGXFHUV DQG
ORFDO IRRG LQQRYDWRUV )UHVK'LUHFW
SURYLGHV WKH EHVW LQ FXOLQDU\
H[SORUDWLRQ $V D KRPHJURZQ 1HZ <RUN
&LW\ EUDQG )UHVK'LUHFW LV LQWHJUDO WR

WKH IDEULF RI IRRG FXOWXUH LQ WKH FLW\

ODUNHW DKM DUHDWHU 1HZ <RUN
7UL 6WDWH DUHD

$KROG '"HOHQXABO 5HSRUW
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3HDSRG 'LJLWDO /DEV SRZHUV GLJLWDO
DQG FDSDELOLWLHV WR DFFHOHUDWH W
WKH ORFDO EUDQGV RI $KROG 'HOKDL]H

SURGXFWV XQGHUVWDQG PDUNHW WUH (
FXVWRPH

PHHW WKH FKDQJLQJ QHHGV RI

6833257 25*$1,=%$7,21

$KROG '"HOHQXABO 5HSRUW

D Q534 WRR PHX K I/ D Q HWRIOKMULYRGFWY //& LV W
K H $KROLG KIDQKQMIQ HHBSHB UBHWA@FHARQJI VHUY L
86 ® HYHHODLUIGY IWKW WADIAHN RQHEKH ORFDO
D G \B URQY G G3HHY HQ® S VW\RUD XONHIRGLNQ W K PSAH U W L
HIUWXSSRUW WKHLU VWUDWHJILHY WKURXJH
,QIRUPDWLRQ 7HFKQRORJ\ 5HWDLO ,QQ
(IFHOOHQFH DQG ,QGLUHFW 6RXUFLQJ

6833257 25*$1,=%$7,21

K H $V86BY6 X S SYOR RPAKIDL@\ IRV D IDPLO\ RI VXSSO\ Ft

FHVRWPE DK H \B8 W KPWD WRVYHWKHU VXSSRUW RQH

FUBPRDBVQVRRGUAUKH VDY WUSRBVWQWBHUYLQJ WKH
V HE LMY E YKRM VS DR G GD'GIME DALY A VB BWRWKURXJK D V
D PYROIBLH.®1 WR LR WY HIUIXKIWEXIWH LQFOXGLQJ

RYDWLRQ &HQWHU RI

DPRQJ RWKHUYV

6833257 25*$1,=%$7,21
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$OEHUW +HLMQ KDV HYRG®G¥25G IURP D VL
IDPLO\ RZQHG JURFHU\ VWRUH \HDUV
DJR WR D OHDGLQJ IRRG WHFK FRPSDQ\
WRGD\ )LOOLQJ PRUH WKDQ VL[ PLOOLR
SODWHV GDLO\ FRPHV ZLWK P, UHYSRQV
7KDWxV ZK\ $OEHUW +HLMQ Z NV HYHU
GD\ WR GHOLYHU RQ LWV PLVVLRQ U7R
ZH PDNH HDWLQJ EHWWHU WKH HDV\ FK
JRU HYHU\RQH U

ODUNHW DKUHDHWKHUODQGYV DQG
%HOJLXP

QJANVK PLOOLRQ XQLTXHISWRGE XFWV
RIIHUHG ERO FRP FXVWRPHOVIRT I D
ZLGH UDQJH RI FKRLFHV ORUWWWHK @\

Q PLOOLRQ 'XWFK DQG %HOJLDQV VKRS

| ELRRQ WWV RQOLQH UHWDLO SODWIRUP HDF

\ %RO FRP DOVR ZRUNV ZLWK RYHU

HVWKRHFD O HQWUHSUHQHXUV ZKR VHOO WK

RLAMVY SODWIRUP

ODUNHW DKUHDHWKHUODQGY DQG
%HOJLXP

(WRV WKH ODUJHVW KHDSG¥KE DQG ZHOOQHV\
SODWIRUP LQ WKH 1HWKHUODQGYV KDV EHHQ
FXVWRPHUVXx WUXVWHG GUXJVWRUH IRU RYH
\HDUV :LWK VWRUHV WKURXJKRXW WKH
K \HDMKHUODQGY WKHUH LV DOZD\V DQ (WRYV
QHDUE\ ZKHUH TXDOLILHG GUXJJLVWV FDQ
URRIKHU H[SHUW DGYLFH (WRV KHOSV LWV
FXVWRPHUV WR IHHO JRRG O ERWK LQ VWRU}
DQG RQOLQH

ODUNHW DKUHDHWKHUODQGV

*D0OO

VLQFH
LQ WKH 1IHWKHUODQGV
KDG D PRWWR 1R RUGHU WRR ODUJH

RUGHU WRR VPDOO QR RUGHU WRR IDU
$OWKRXJK WLPHV KDYH FKDQJHG *DOO
*DOOxV SDVVLRQ WR KHOS DQG LQVSLU
FXVWRPHUV KDV UHPDLQHG

ODUNHW DKUHDHWKHUODQGV

*DOO KDV EHHQ VHTOI1EQJ OLTXRYU

DQG LV WKH ODUJHVW VSHFLI
YRXQGHU O0DULD
q

'"HOKDL]HxV VWRUH IRUPBWY¥(® 'HOKDL]H
DOLSVWHOKDL]H 3UR[\ '"HOKDL]H DQG 6KRS
*DO*®R O RIIHU D ZLGH UDQJH XQLTXH
DR H[SHULHQFH DQG TXDOLW\ VHUYLFH
LOQFOXGLQJ RQOLQH VKRSRL®J 3¢L1reSLFN
SRLQWV DQG KRPH GHOLYHU\ 'HOKDL]H
FRPPHUFLDO SURSRVLWLRQ IRFXVHV RQ
KHDOWK DQG TXDOLW\ ZLWK UHVSHFW |
HQYLURQPHQW

ODUNHW ®HEBDLXP DQG
IX[HPERXUJ

$KROG '"HOHQXABO 5HSRUW

$OEHUW RIIHUV D JUHDWS6RFEQLFKDQQHO
VKRSSLQJ H[SHULHQFH ZLWK D QHZ )UHVK
XUEDQ IRUPDW VXSHUPDUNHWYV DQG
K\SHUV DQG WKH UHFHQW ODXQFK RI
XSURFHU\ GHOLYHU\ LQ VHOHFWHG FLWLHYV

kV &XVWRPHUV HQMR\ WKH 0\ $OEHUW OR\DOW\
SURJUDP DQG KHDOWK\ LQVSLUDWLRQ

RU WMKWHR XJK LWV SRSXODU RZQ EUDQGV $QG
$OEHUW SURYLGHV FRPPXQLW\ VXSSRUW
WKURXJK LWV $OEHUW )RXQGDWLRQ

ODUNHW OJHHFBE 5HSXEOLF
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$0ID %HWD 9DVVLORSRXO®GRM(6U$OID %H
PDNHV WKH VKRSSLQJ H[SHULHQFH XQl
EHFDXVH HDFK FXVWRPHU LV XQLTXH
7KURXJK ILYH GLIIHUHQW IRUPDWV WK
EUDQG LV KHUH IRU FXVWRPHUY, DYVR
DQG FRPPXQLWLHV RIIHULOJ WKH ILQH
SURGXFWVY DQG SURWHFWLQJ WKH
HQYLURQPHQW

ODUNHW *DUHHFH

-2,17 9(1785(6

WDOHJD ,PDJH VHUYHV FXVWRPBHUV XQGHU
TXWKH OHJD ,PDJH 6KRS *R DQG

6XSHU ,QGR LV ,QGRQHVIEV$%/ GHDGLQJ

VXSHUPDUNHW FKDLQ ,W JRHV WKH H[WUD
*XVWXUL 5RP¢QHUWL EUDQGV RIIHULQJ PLOH WR PDLQWDLQ WKH IUHVKQHVV DQG

H IUHVK IRRG TXDOLW\ KHDOWK\ SURGXFWV TXDOLW\ RI LWV SURGXFWVY PDNLQJ KHDOW

FLDWBVDGYLFH DQG D XQLTXH RYYRUWPHQW RIIRRG DFFHVVLEOH DQG DIIRUGDEOH

VWRZQ EUDQGV 7KH WHDP LV SDVVLRQDWH DQ\ZKHUH DQG DQ\WLPH 6XSHU ,QGR LV
DERXW D KHDOWK\ OLIHVW\OH VRFLDO FDXVWWXH ULJKW FKRLFH IRU VKRSSLQJ WKDW LV
DQG WKH HQYLURQPHQW DOZD\V IUHVKHU DIIRUGDEOH DQG FORVHU

ODUNHW PRARIDQLD ODUNHW MR HVLD

'"HOKDL]H 6HUELD LV WKHsT®@BWBJIHVW VW
FKDLQ LQ 6HUELD :LWK ILYH IRUPDWYV
OD[L OHJD OD[L 7HPSR 6KRS *R

DQG OD[L RQOLQH O LW RSHUDWHYV
VXSHUPDUNHWYV NQRZQ IRW. WKL &ZLG
UDQJH KLJK TXDOLW\ I[UHVK SURGXFW
JUHDW SULFHV DQG SURPRWLRQV PRG
QHLJKERUKRRG VWRUHV IRU HYHU\GD\
DQG RQ WKH JR VKRSSLQJ DQG
K\SHUPDUNHWYV IRU IDPLO\ VKRSSLQJ

ODUNHW ®HUHEL D

RUBB33257 25*$1,=$7,21
O 7KH VHUYLFHV FRPSDQ\ Rl $KROG

'"HOKDL]JH (XURSH (%6 SURYLGHV
SURIHVVLRQDO VHUYLFHV LQ +XPDQ

3LQJR 'RFH EULQJV TXDO(6Ws\%D G’
LQQRYDWLRQ DQG D XQLTXH VKRSSLQJ
H[SHULHQFH EHFDXVH WKH EHVW IDPLOLHV
GHVHUYH WKH EHVW VXSHUPDUNHW ,WV
H 5HVRXUFHV )LQDQFH DQG 1RW IRU UHVDOH SURGXFWV JXDUDQWHH H[FHOOHQW YDOXH
DX UFLQJ ,W OHYHUDJHV VFDOH DQG PRQH\ ZKLFK VWUHQJIJWKHQV WKH EUDQGxV

HUQROXPH WR GULYH VI\QHUJLHV DQG SURYLGHVYRPPLWPHQW WR FXVWRPHUV

LQGXVWU\ OHDGLQJ H[SHUWLVH LQVLIKWYVY DS NHW DRUMDX JD O

DQDO\WLFV WR KHOS WKH (XURSHDQ EUDQGV

DFKLHYH WKHLU VWUDWHJLF JRDOV

$KROG '"HOHQXABO 5HSRUW
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5LVLQJ FRVWVY DFURVV WKH YD O XH IF&ID LVOK® X@FSOUMFAHGHQRMG JURZWK LQ RQOLQH
LQFUHDVLQJ FRPPRGLW\ SULFHV OKWRSSIMJIFKPIXBAEOBE/E\ WKH SDQGHPLF KDV VORZHG
DQG ODERU VKRUWDJHV FRQWLQXHRPRLAUHRMWHK Y FRDOOBQ®BLQ) GLJLWDO DQG RQOLQH
HQYLURQPHQW IRU WKH UHWDLO YQOXVWUH)RRSHBWWOBLWRQIRIQWLQXH WR JURZ %\
HVSHFLDOO\ LPSDFWHG E\ WKHVHIGNQRPHBEV PR)GOBKRDNH XS RI WKH IRRG DW
UHVXOWLQJ LQIODWLRQ $00 RI VKRHPWHWHPIRURHW DDKLEKO®FOIXWRY ERWK JURFHU\ DQG
ULVLQJ SULFHV DQG FUHDWLQJ DPRRVAVGH @LLWHIQU FULVLV IRU

FRQVXPHUV $V &29," UHVWULFWLRQV KDYH HDVHG FXVWRPHUV

,Q WKH 8QLWHG 6WDWHV DQG VRKID YXURSWNXQ FREQWRIJVMARUHY +RZHYHU WKH\ FRQWLQXH
LQIODWLRQ KDV UHDFKHG LWV KLWRHNOM [OWKHOU & \PHR RH RVKDIQQH DQG RIIOLQH FKDQQHOV
\HDUV 7KLV VLWXDWLRQ ZDV EXLRIGLHQ WRRRXIKQJ ERWK RQ WKHLU SDWK WR SXUFKDVH
KDV VXUJHG RQ WKH EDFN Rl VXS&RQ GXPWDQWB KDYH JURZQ DFFXVWRPHG WR

LPEDODQFHV DQG VRDULQJ FRPPBGEUWREODICAHMG VKRSSLQJ H[SHULHQFHY DQG WKH RWKHU
FRPSRXQGHG E\ D FRPELQDWLRQ RH URYFIVRQOHQBWH®R SR QJ LQFOXGLQJ OR\DOW\

WKH &29," SDQGHPLF DQ HFRQFSRIFJUORYGRIQKRPH GHOLYHULHV FRXSRQV VKRSSLQJ
&KLQD DQG WKH ZDU LQ 8NUDLQHOLKMOH SUIRG®XFVR Q6 HWAH\DDL RKHADQ G

H[SHFWHG WR SHDN WKLV \HDU ZHUEHORRXH QWWR CHD UBIPHD ZQWK EUDQGY GLIJLWDOO\ LQ QHZ
HOHYDWHG XQWLO DW OHDVW DQG LQQRYDWLYH ZD\V

5XVVLDxV LQYDVLRQ RI 8NUDLQH PRDWQ QXMW WRL S HXMWIELQL]PRUH HPSKDVLV RQ

WKH JOREDO HFRQRP\ DQ@ WDINHORWQRREWID @QNBOKWUDWHJILHY DQG OHYHUDJLQJ GDWD WR
FRQWLQXH WR VHH VLJQHIRS R Q WWR@IHEY ADAOMWKLORQVXPHUV DFURVYV FKDQQHOV

GLVUXSWLRQ 7KH ZDU KDV OHG W R VDD\EHHIWHDHIQH D OWRUYHMEHYL. QJ D JURZLQJ QHHG WR XVH

LQ (XURSH WKDW LV IXUWKHU H[DW K H E®IWV D WKV HFR®OHFW WKURXJK WKHLU GLIJLWDO FKDQQHOV
SUHVVXUHG VXSSO\ FKDLQ QHWZRWRNVYPSKRY SOV KBEUHIELIQIW\ WR VDWLVI\ FXVWRPHUV ZKLOH

WKH FRVW RI OLYLQJ DQG KDPSHED®DBFR QR FFLX¥VWRPEMLW[SHFWDWLRQV J L
%ORFNDGHV Rl 8NUDLQLDQ JUDL @ 8[SRUWDVSKILYH P\OV R }/)Y"LF;BV8\6V'§QEF%(QL%d‘ng%L%%UONDZULV\CVS

LQFUHDVHG IRRG SULFHVY DQG ZRUVHQHG FRBGLWLR

V IRU
OXWLRQV WKDW VROYH UHDO E)
ORZ LQFRPH IDPLOLHV ZRUOGZzLGAXU VWU WHJL% UHVSRQ\%ﬁYHUDJLQJ WKH MRLOW WDOHQW

2XU VWUDWHRIBY¥ UHV ‘H DUH ZRUNLQJ ZLWK GLILWE@SH&HMAWVIFO RBWHEI $KROG 'HO

. WKH 8 6 DQG (XURSH WR LPSBRGHSKREDOZH WUDQVSRUW SURYLGH
7KH SKROG "HOKDL]H EUDQGV DUHPB KR YL GH VKRSSHUV ZLWKH'?DHJDFZQ-IHIVNYKLZ]KQQNHG RQ D .LFNV

REZS RO HOYXUL0: WRDW XSO B uiiorow T Mg R SX R ROERE 0NN Lo

VHHLLY H RPOLF KD 0 RO GHMR 2 WKV, WLRQV )RU H[DPSRKXuUSKRRBLIH HOJLXP EUDQG
HILYH RPOQLEKTE HOKDL]H DFTXLUHG D PLQRULW\ VWDNH LQ

7KH\ DUH GHYHORSLQJ QHZ SURIRGWIHHKORRPSDQ\ $GKHVH LQ (XURSH DQG

LQFOXGLQJ PRQHWL]DWLRQ H JSDIMIHWHBHG WK &LWUXV$G LQ WKH 8 6 WR

QHWZRUNV DQG % % VHUYLFHV DFRHACHBIDPWHWKH GHYHORSPHQW RI LQQRYDWLYH

RXU VWUDWHJILF LOQLWLDWLYHV @EHOWPPUDEEY RRUWLVLQJ RSSRUWXQLWLHV IRU % %

6DYH IRU 2XU &XVWRPHUV WDUJRRYWHZFYV WKDW DUH PRUH UHOHYDQW WR RXU

UHGXFH SUHVVXUH RQ RXU FRUHEBRQGYH\AXVWRPHUV
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,17(16,),(' )2&86 21 9$/8( %BQ@W )RRG DGGHG WR WKHLU HpLyW L@y YIOWHSBR BULQ I LQFUHDVHG E\ GXULQJ WKH SDQ
H HFWHG WR ULVH IXUWKHU ZKL(

\ H[SDQGLQJ WKHLU UORUH IRU <RXU YDOX HIS
127 $7 7+( &267 2) 48$/'7{ \P}A{SFDL%Q(?: LOWURGXF[QJ D EXON L w i PF B QWOHR Wk MR @ RN HVSUR 20RRVRHPWDNLQJI WKH SUHYLR

BULFH VHQVLWLYLW\ LV H[SHFW ! K 6 LQDE O H- ¥ WAD Webid)\
DPRQJ DOO FRQVXPHUV EXW SDWQ%% %lﬂ@ \UQE{%UZ;Q(L;Q/(EWKUSRUxiiXLFma%\MWégéﬁ EE%&H\V{IFLPQJ WKLY X LWQ@?DK\E%\%@\SVW Prene

LQFRPH FRQVXPHUV ZKR ZLOO Y, H U ORFDOVFWKPRIX\WUWRKEVRI DW KRPH HDWLQ
IRFXVHG RQ VDYDRUH RWKHD\Q KDCEjCLg ey DOWSURIUDP WKDW HQU@U & % PiEo RI FROQVXPHUV VXUYH\HG VDLG WK

LQFRPH FRQVXPHUV LQ (XURSH (Iguq'%%*HP UHZDUGV SRLOWV IRRWUKH{BPS IR XWIRW RN D EROG Qe EQYVSW P MRWKQH\ ¥ bhoaL o

FRQVXPHUV RQ DYHUDJH SODQ Q?ﬂ%}%@%ﬁ@%%?g(%xvso\g{;EDD\Zgﬁm%%,Bm%H@U“ Ol&yJVD\vPDJd*DW@BRH@bDDQG SODOQLQJ HI
VDYH PRQH\ ZKLOH JURFHU\ VKR ﬁ%gﬁué}ﬁlﬂv ng H STHRI VAVW HAVG B Qs R\ WA N BRIV &GV X P H L
VWURQJO\ GULYHQ E\ WKH ULVLQJ LQIoODW RIDUN SUHVVXUH WHDP ZLOO DOVR LQVWDOO RQ VIEWH PR&IL DAoje RSW IRU
WKDW UHGXFHV WKH LQFRPH FRQVXPHUV KDYH FXVWRPHUV WR VHH KRZ PXFK JURHRRMAUPHBY SobDQV PHDO NLW\
DYDLODEOH WR VSHQG RQ JURFHULHYV SURGXFHG E\ WKHVH VRODU SDQHQ ¥MWI® ERRN RU VWHDP RSWLR
$W WKH VDPH WLPH FRQVXPHUV ZKR VKRS DW HQWU\ 6HYHUDO Rl WKH 8 6 EUDQGY¥XXOPWAWUDWHJIJLF UHVSRQVH
SULFH OHYHOV WRGD\ DUH OHVV ZLOOLQJ WR PDNH WUDGH LQWURGXFHG QHZ VXVWDLQDEOH DOG KHDOWK

RIIV RQ WKH TXDOLW\ RI WKHVH SURGXFWV 7KH\ H[SHFW FRQVFLRXV LQLWLDWLYHV )RU H}&S’%HQKEM WQJ LQ GLIITHUHC
WKH TXDOLW\ RI HQWU\ SULFH WLHU SURGXFWV WR PDWFK )RRG ODXQFKHG FLUFXODU UHXVHEHHWRRYEQI FXVWRPHU HIS|
WKDW RI WKH PDLQ QDWLRQDO EUDQGYV /IRRS HQDEOLQJ ORFDO VKRSSHYNVAFER SHAKDM PHWKRGV DQ
JRU KLLKHRPH JURXSV ZH H[SHFW WR VHH BHVXHVODHEFOV\II—ILSSFT\JIDSES? WKDQRU HYBLBXGM V$6@D %HWD DQQRXQF
FROQWLQXHG JURZWK LQ VDOHV RI SUHPLXP SURGXFWYV ZLWK RQ GHPDQG GHOLYHU\ VHUYL
+LJK LQFRPH JURXSV DUH IXHOLQJ GHPDQG IRU +DQQDIRUG LQWURGXFHG LWV U(BWWRDKR MR HRoIdi b BEGGLWLRQDO
KLJKHU TXDOLW\ IUHVKHU SURGXFWV DQG DUH DOVR 3DWK WR %HWWBUWHDOMHK SURYLE CHP XGIEL REWLRQV WR FXVWF
ZLOOLQJ WR VKLIW WR RWKHU IRUPDWY VXFK DV IDUPHUVx IRU JUDQWHHV WR KRVW SURJUD$POVEH95\/Ur'|PLV|\}rV§JVLPLODUO\ LV ERG
PDUNHWVY RU LQGHSHQGHQW EDNHULHV DQG GHOLV WR FRQVXPHU DFFHVV WR KHDOWK\G'Hb'E/\KH'uR\RF?ska@WHb%Vl‘fBWDWKW\
REWDLQ WKH OHYHO RI IUHVKQHYY WKH\ VHHN VSHFLILF KHDOWK QHHGV 3DUW LIRLSBOW Yy G YE | wy HiaKwK +1

&217,18( $77(17,21 72 QXWULWLRQ HGXFDWLRQ GHVLJIQH \Xyﬁalﬁﬁ%&'}{v BB H G H
;:KKLDOoHo\lgHQLJJES?JRB&W\)I(V?(]\S‘QBJQ?V\T;%%VQE§/\7\#?LéE)/L{ Oy Bbo PRE POLQWDLQ WKHLU KHDOWK PQ R RREHUDWLR QFAWkK 7KXLVEH]IR
LQFRPH JURXSV LV D WUHQG WREBOIS vHRKLAG 3 7kt ik 8 6 G SDOGHG
TXDOLW\ LQ ZKDWHYHU FDWHJRUFURHS/E/WF%V@’FRE)S\?%?}QS xVHRD\éW}TZ%%:X(\%QDJg&g@V%?ﬁ%f( ,7(5(\7WDFDIEJL\JND\?VRVLSENLIJDISGXHFHV\(IQKHHZL$I

VWRUHIURQW)\R R HOLYHU\

2XU VWUDWHILF UHVSRQW-KHLU V?/HQG WR PgegJ/LXYVHWQDEgﬁg&%ﬁgw%@@’ﬁ?@ RQO'-QH*,R-B'l”?*U@QW%Q)WY'$0W6+DQQD|R1
2XU EUDQGV DUH IRFXVHG R RRUHI JU QWLDWHG sMR ¥ HISYUHWKB YSHEDBGW )RRG &R
KHDOWK\ RSWLRQV DQG YDOXE Y &/>§L I’E(LD(;’LHWS\UDRGXFWVV'\WLFEDQ'WJPISPWWHW#@M’H FRPERQWHRY PYV! GHOLYHU\ LQ DURXQG

QG HRMHYURQBEHBWNRU GHOLYHU\ LQ DGG IRV R R PREVIx ORFDWLRQV X

JRU H[DPSOH LQ -XO\ $0ID %HWBRQNMRQRKWQGHMYYV WEE VD EHWD QBN IWE IRV IODO VFKHGXOHG G H O LY\ \e BR@W XPHUV DUH

YHUVLRQ RI $OEHUW +HLMQxV VRRAMNW ERXISWLELGFR IULHQGO\ FX¥WRBHMUYIORWSOLWWLQJI WKHLU VKRSSLQJ EDVNHW DFURVYV
FDPSDLJQ FDOOHG U3ULFH )DYRIHWH QUWRGH PR @QWRAKLIKHU WEKRQ H QKDHDWR HYREWELQH IRRG SOD\HURDQG RHU &HORYHHEY wkH

L=

BULFHV (YHU\ 'D\U WR FRPEDW ULXURBDQHIDWLRQ 7KH RSWLRQ WR PHHW WKHLU YDU\LQJ GHRDOGAM &XbW HOMIDNE 1) B X
EUDQG RIIHUV RYHU SULFH IDYRULWH KLJK TXDOLW\ RQH WKLUG RI (XURSHDQ FRQVXPHUV HARR RK FESHQBBFEVIHWY DOC
SURGXFWV HYHU\ GD\ ,W ZDV D JUHDW H[DPSOH RI RQOLQH ZHHNO\ JHW WKHLU JURFHULHY DW WKUHH RU PRUH
KRZ ZH FDQ VKDUH NQRZOHGJH DQG H[SHUWLVH H FRPPHUFH SOD\HUV ,Q WKH 8 6 FXVWRPHU

DFURVV RXU JUHDW ORFDO EUDQGYV SUHIHUHQFH IRU RQOLQH DQG GHOLYHU\ RUGHUYV

$KROG '"HOHQXABO 5HSRUW
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2XU /HDGLQJ 7RIJHWKHU VWUDWHJ\
SURYLGHV D VROLG IUDPHZRUN DV
ZH FRQWLQXH WR HYROYH RXU
EXVLQHVV PRGHO WR VHUYH
FXVWRPHUVX RPQLFKDQQHO
VKRSSLQJ MRXUQH\V DQG
DFKLHYHbVWURQJ UHVXOWYV

5HDG PRUH RQ
SDJH

7TKH FRUH YDOXHV ZH VKDUH DFURVYV
$KROG "HOKDL]H JXLGH XV tQ RX\

GD\ WR GD\ ZRUN DQG KHGOS XV
FUHDWH KHDOWK\ HQJDJHG DQG
LQFOXVLYH ZRUNSODFHV UHIOHFWLYH
RIbWKH FRPPXQLWLHV RXU
EUDQGVbVHUYH

2XU FRPSDQ\XV IRXU ORQJ WHUP
JURZWK GULYHUV DUH KHOSLQJ X\ V/IR
IXOILOO RXU SXUSRVH DFKLHYH RXU
YLVLRQ DQG SUHSDUH RXU EUDQGYV
DQG EXVLQHVVHV IRU WRPRUURZ

5HDG PRUH RQ
SDJH

'ULYH RPQLFKDQQH@HYDWH KHDOWK\ &XOWLYDWH 6WUHQJIJWKHQ RSHUI
JURZWK DQRQG VXVWDLQDEOHEHVW WDOHQW HI[FHOOHQFH

&UHDWH VHDPOHVV GLJLWIDROALIGOIDIEQVEE. ULQJ EKWWAMIKW GHYHORS DQG 6DHWDIRQY RXU FXVWRPH
H[SHULHQFHV ZLWK D FRPBE 6 MUQRUGDEOH IRRGRISVEHRVQNV WDOHQW ZLWK DQ@OHYHDDUGIVFDOH DQ
SURSRVLWLRQ DFURVYV DOOIRKRSSL @ROQIFKLHYHDWRXRFLDWH H[SHULHQFHXWKDMHFKQRORJ\ DQG G
PHDObRFFDVLRQV VXVWDLQDELOLW\ FREPLWPHRMWIKDbSHUIRUPDQFH MWRFEXNORBQVKH IXWXU

DQG JURZWK

$KROG '"HOHQXABO 5HSRUW
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7KH WKUHH WKLQJY HYHU\RQH GHVHUYHV IURP XV

(DW ZHOO

6DYH WLPH

$KROG "HOMOAAXBO 5HSRUW

/ILYH EHWWHU

‘H DOZD\V VWULYH WR EH QXPEHUVRQMH ® XU FXVWRPHUVX QHHGV

RXUbPDUNHWYV S QRW RQO\ LQ WHHINNW NVKWUODQQLQJ ZKDW WKH\

EXWbDOVRbDLQbRXU DPELWLRQ MIRWE HG RUURDWKNXNQQWKRSSLQJ WUL

LQbLQQRYDWLRQ ZD\bWKURXJK WR WKH PRPHQW WKH
PHDO

‘H KDYH D XQLTXH RSSRUWXQLW\ WKURXJX RXU

JUHDW ORFDO EUDQGV WR OH Y:HUDWD \RKRIQ\OADFAW-H BKZIOWMK RXU FX V'

XQGHUVWDQGLQJ DQG VHUYLQJZ MK QBRI GYURW OIR MO POHVV RPQL

FXVWRPHUV DQG FRPPXQLWLHWKRSSLQJbH[SHULHQFH WKDW JLYH"
WLPHbWR HQMR\ WKH PRPHQWYV LQ
PRVW WR WKHP

YJRRG LV QRW WKH RQO\ WKLQJ ZH VHOO EXW LW KDV

EHHQ DW WKH FRUH RI RXU EXVLQHVV IRU \HDUV

‘H ORYH IRRG DQG SULGH RXUVHOYHV RQ RIIHULQJ

FXVWRPHUV KHDOWK\ TXDOLW\ DQG GHOLFLRXV

FKRLFHV LQ DOO RXU PDUNHWYV
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'KLOH RXU JURZWK GULYHUV UHPDLQ
WKH IRXQGDWORQ RWRXW®P

VWUDWHJI\ ZH KDYH DOVR LQWURGXFHG
IRXU SULRULWLHWWKKONW UHSUHVHQ
FRQFUHWH VWHSV ZH ZLOO WDNH LQ WKH
QH[W WKUHH \HDUV

7KURXJK ZH ZLOO IRFXV RQ

WKHVH SULRULWLHV ZKLFK FHQWHU
DURXQG FXVWRPHUV RXU +HDOWK\

DQG 6XVWDLQDEOH VWUDWHJ\ RXU
SRUWIROLR DQG RXU EUDQGVX
RSHUDWLRQV 7KHVH IRXU SULRULWLHYV
DUH HQDEOHG E\ WHFKQRORJ\ DQG
QXUWXULQJ WKH EHVW WDOHQW ERWK RI
ZKLFK BUHWHQWLDO WR HYHU\WKLQJ

ZH GR

$KROG "HOMOAAXBO 5HSRUW



'H DOLJQ RXU .3,V DQG
PHDVXUDEOH WDUJHWYV
DIJDLQVW RXU JURZWK
GULYHUV ORQJ WHUP

$KROG "HGHMIQABO 5HSRUW
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285 $0%,7,21 U RPQ HO_EXYWRPHU YDOXH SURSRVLWLRQ RXWOLQHV
&XVWRPHUV WDNH D MRXUQH\ ZL%YBE{U \%@% %\(A?/’Kgg\(/\?' FW WKH FXVWRPHU MRXUQH\

GD\ LQWHUDFWLQJ DW PDO\ WRXEKSREPWY B% VP WKHLR)

EXV\ OLYHV 2XU EUDQGV ZRUN WR PDNH WKLV MRXUQH\

DV VHDPOHVV DQG FRQYHQLHQW DV SRVVLEOH WKURXJK

RXU RPQLFKDQQHO RIIHULQJ RI LQWHUFRQQHFWHG RQOLQH

DQG RIIOLQH FKDQQHOV :HxYH IRXQG WKDW WKLV LV WKH

VKRSSLQJ H[SHULHQFH FXVVWRPWUYV SUHIHU EHFDXYV

HQDEOHV WKHP WR VKRS RQ WKHLU WHUPV ZKHQ DQG

KRZ WKH\ ZDQW

2XU RPQLFKDQQHO RIIHULQJ JLYHV RXU EUDQGV ORWYV RI
ZD\V WR KHOS FXVWRPHUV QDYLJDWH WKH FKRLFHV WKH\
HQFRXQWHU IURP SODQQLQJ WR VKRSSLQJ WR HQMR\LQJ
WKHLU PHDOV DQG IXOILOO RXU SXUSRVH RI KHOSLQJ
SHRSOH HDW ZHOO VDYH WLPH DQG OLYH EHWWHU

7KH VHYHQ PDLQ DUHDV WKDW KHOS RXU EUDQGYV
[ | IDFLOLWDWH WKH FXVWRPHU MRXUQH\ DUH ZKDW ZH FDOO
RXU RPQLFKDQQHO FXVWRPHU YDOXH SURSRVLWLRQ
P ( 7KUHH Rl WKHVH DUHDV O IUHVK DQG KHDOWK\ ORFDO
DQG WUXVWHG DQG SHUVRQDOL]HG O DUH ZKHUH RXU
EUDQGY UHDOO\ H[FHO DQG GLIITHUHQWLDWH WKHPVHOYHYV

$ WA\SLFDO FXVWRPHU MRXUQH\

$ FXVWRPHU SODQV D ZHHNO\ VKRSSLQJ WULS WKURXJK
RQH RI RXU EUDQGxV DSSV :KLOH DGGLQJ SUHYLRXYV
SXUFKDVHVY WR WKH VKRSSLQJ EDVNHW D SHUVRQDO
RIIHU IRU IDODIHO FRPHV XS 7KH DSS VXJJHVWYV
JULOOHG YHJJLH VNHZHUV WR JR ZLWK LW DQG WKH
FXVWRPHU DGGV WKH LQJUHGLHQWY WR WKH EDVNHW O
TXLFNO\ DQG HDVLO\ SODQQLQJ D KHDOWK\ GLQQHU

6LQFH WKH FXVWRPHU LV WRR EXV\ WKDW GD\ WR VKRS LQ
VWRUH RUGHULQJ WKURXJK FOLFN DQG FROOHFW YLD D
PRELOH SKRQH PHDQV HYHU\WKLQJ ZLOO EH UHDG\ IRU
SLFENXS ZKHQ WKH\ JHW WR WKH VWRUH

2Q D OHVV KHFWLF ZHHNHQG GD\ WKH FXVWRPHU

UHWXUQV WR WKH VWRUH WR H[SORUH ORFDO FKHHVHV DQG
IUHVK EUHDGV IURP WKH EDNHU\ FKHFNLQJ RXW

TXLFNO\ DQG VHDPOHVVO\ ZLWK VHOI VFDQ

$KROG '"HOHQXABO 5HSRUW
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675$7(*, & &+2,&(6 285 352*5(66 $1' )8785( 3/3UBZ H FRPPHUFH SHUVRQDOL]JDWLRQ
$1'b&+$//(1*(6 'ULYLQJ RPQLFKDQQHO JURZWK IV/QFE QWRIVHO \RYRXQG

8QORFNLQJ QHZ UHYHQXHRMNOWHPPV zkLOH ‘H FRQWLQXH WR LQYHVW LQ H FRPPHUFH JURZWK DQG
ELOLW\ WR VHUYH WKH PLOOLRQV RI FXVWRPHUV ZKR

VDIHIXDUGLQJ FXVWRPH U WBLDAMDVHDP OHV V RPQLFKGHTH CUDOGYx ZHEVLWHY DOG DSSY WR GR WKHLU

DWD LV EHFRPLQJ DQ LQFUHDVL}Q%J\D.\B’QI?J \WW SDUW VKRSSLOQJ

RI'GRLQJ EXVLQHVV IRU IRRG UH QRYW &Y SRZHRY0oG zZKLOH FXVWRPHUV KDYH

HYHU\WKLQJ ZH GR DQG KHOSV RUBRAGVWSI BWRIM Y wKH\ FRGWRYY P AR R H[ RPWINHIVYY IR XU RQOLQH SHQHWUDWLRQ KDV
PRUH SHUVRQDOLIHG DQG UHOHRD @WwH St HRAF b ¥R R110LQH FR %%qu;{ﬁ,\ﬂ_}(éOHG VLQFH "KLOH WKLV JURZWK
FXVWRPHUV FRPELQLQJ WKHP RQ WKHLU SDWR Pé’\gﬁ&limwﬁ@ %@BZW['-}SVU\;HFLX\\:]B\WNHO\ WR FRQWLQXH RQ DQ
‘H DUH XQLTXHO\ SRVLWLRQHG ﬁﬁﬂ&&ﬁ*ﬁv@@d’dﬁ%%#&ﬁfﬁ%iﬁ N1 6D Kol i%ﬁ’w ABOKDLIHXV JURZWK EHWZHHQ QRZ
GDWD DFURVV RXU FKDQQHOV ROGYH WRcHHUD HRE K] PRLERD R OVKIDOM VW H Y DO G

VKRSSLQJ EHKDYLRUV 2XU EUD%(L%HW#%‘MND 'ﬁQ\/Yﬁ%?(Q'—TXH %%QDQWVMBH Bgl_ DOHY ZLOO GRXEGH E\

WR VHUYH FXVWRPHUV EHWWHU EFQURIYERH WELY LR B%@LQEF&Q\O B QEYRLEMIHS

LQ VWRUH VHUYLFHV EXW DOVROREDQ IHBDWMLYH v WKH VFEFDAQH B HRIE VWM R & WHARRIOI WR LPSURYH WKH GLJLWDO
WKURXJK DGYHUWLVLQJ DQG LQVPHWYHW ¥KLFORSRR WX QLW LHVERNRRY 4 QWISRPWOFAPO0 WKH 8 6 WKH EUDQGV QRZ
RXU RPQLFKDQQHO DPELWLRQV /IRRWSULQW RSHUDWH DOFRMWN DQG FROOHFW DQG SLFN

7KLV \HDU ZH WRRN LPSRUWDQW QWHERPWREZ U JRZ WKH E U D Q GXSFURIWY wicty ERO FRP DQG JUHVKILUHFW EUDQGVY

DFKLHYLQJ RXU VWUDWHJILF LOLWHDRANYYRH QURINPHR V6 5V $01DKBY W RWKRBIFERWBWER & XVWRPHU DQG SDUWQHU
ELOOLRQQLQ FRPSOHPHQWDU\QU@,W Y HRO WA L Q le]deFH R RIIHU EB\\L/JWV HBR® FRE @ﬁé@@b%wu

(XURSH ZH DFTXLUHG D PLQRULRRY M KRS S Eb W K GHOLYHRUANQHKYY  pLoxwHYV

DGWHFK FRPSDQ\ $GKHVH ZKLFKUYAR B LYY SHP DHPHQW KDW YWP%&VFQ_'(?H%’ILWKGIkgﬁU ,QGR ODXQFKHG WKH PRELOH
LPSRUWDQW SDUW RI WKH WHFKWWIHN -QcSWKHQRY KBPYWAISDQGWHIER YR o VHWRIUAMEBRLRQ U6XSHU 1LQMDU DV SDUW RI LWV
LQWHJUDWLRQ WR KHOS VFDOH KRUHDSHWLH VWKV & ‘ROWxV RRELE8H I F¥UVDU\ VHUYLQJ VWRUHV LQ *UHDWHU
LQFUHDVH VHUYLFHV IRU DGYHUMMREYID DRGEWEBY ¥ ki{RL ODE O Hy MRANDP 'y 8D PH 6 HUELD DOVR ODXQFKHG D

,Q WKH 8 6 3HDSRG 'LJLWDO /DERDYIRAMUGEERRPWHIRULHY I DRREBBHYVRIEHYoRBBEAM orR\DOW\ DSS QDWLRQDOO\

WR FUHDWH DQ HQG WR HQG LQ.Kf)\Vii WhWEEY BHGEPRQ WR PDMH,0 D y VXEVEL!
EXVEQHVY EXLOSLOI RQ WK HIpN Uik &R e HONH Y OHB LB VWR P RGE 1 e gL a e W EiKUﬂDR(E,GMQ(VugﬂéGRbXHE“' Kk & WIRRR
QN ER N DG EO T WEQ) D VLP 301 kib% 4ps BIPWY )RRG ILRQDIR RBARUHWEQIREHU 7KH SURIJUDP LV DOUKDG)
RPQLFKDQQHO FXVWRPHUY &XVWRPHUV FDQ SODFH DQ RUG iU P WRXRE BN WRPHUV VDYH RQ WKHLU

:KLOH H[SORULQJ WKHVH UHYHQ%XHER$ IR Q% XSHLIPYTFHYV WKH VCPI:EL"bQL%}S% LWAHY RB6E1 vDYH RU PRUH SHU \HDU
QHHG WR HQVXUH ZH E\ODQFH F¥VWKRPRBG LWHPV WKH\ H[SHFWRIHE B @ik WKBE O BrXBuwHU VDYH RYHU

H[SHFWDWLRQV DERXW KRZ zZH XY WRFLYEBWD RWHKULHYV RQ WipHy W PPHs 5 A\ §LVEKRXWRPHUV DOVR UHFHLYH D
FRQVWDQWO\ HYROYLQJ OHJLVOBWIR®RBYEBWYW Sy FP\UY 7TKHGVUMRYXEW ROIRAIDQLF SURGXFWY LQ OLQH ZLWK $OEHUW
DOO ZKLOH SURWHFWLQJ WKH FPNRPRPRBEAHSHW LHOPURYKY DFURMM mRR& MDWLQJ EHWWHU WKH HDV\

EUDQGY DUH FRPPLWWHG WR SURWRWH HRR Y REDQG )RRERLFH IRU HWMHJ\WUUDP FUHDWHV

FXVWRPHU GDWD HWKLFDOO\ DQ/d R PHRRVREHU VZ KRPH GHOLYHU\oWIHYRELWPHR S U EUDQGV LQ WKH 1HWKHUODQGYV
FRQWLQXRXVO\ ZRUN WR XQGHU¥wDRGL W/ QIR ARUNW QHUVKLS ZIW Ky y@ W%EQ%%WVDI@ BUHPLXP

YLHZSRLQWY VWD\ XS WR GDWH: BbWLEMELGAVZzPWkH WKLV HQV XU, pEM \RWL@MH@ R IURP ERO FRP

OHJLVODWLRQ DQG LPSOHPHQWOSYW VY AHX\ULRASLEIWA D PRYY WLPH RQ ZKD

ZKLOH FRQVWDQWO\ HQKDQFLQJPRMWWUKNSWKH PRVW WR WKHP

H[SHULHQFH

$KROG '"HOHQXABO 5HSRUW
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(QKDQFH RXU EULFN DQG RRYWISWLFH YDOXH DQG DVVRUWPHQW
IRRWSULQW (PSRZHULQJ FXVWRPHU FKRLFH E\ SURYLGLQJ JUHDW

$FURVV WKH 8QLWHG 6WDWHV DYBAXDRPNREL RRY \ERDdiyyy WR DIIRUGDEOH DQG KHDOWK\
FRQWLQXH WR LQWURGXFH QHZ 'RREUB WL PR LY WRH FHQWHU RI WKH FXVWRPHU YDOXH
IRUPDWYV DQG H[SHULHQFHV SRANEFPEELWHREX bR PR RI RXU JUHDW ORFDO EUDQGV 7KH

DQG IHDWXULQJ WDQJLEOH VXVWEUYHERVS HFRQRPLF FOLPDWH LV SKkW J H
LPSURYHPHQWY SUHVVXUH RQ FXVWRPHUVx KRXVHKR X GRS W =0
IDFH RI LQFUHDVLQJ SULFH SUHVVXU H 1 b\ v

6WRS 6KRS FRQWLQXHV WR PDMHY BURIPHVVVMRE LWAMURVY WKH YDOXH FKDLQ WR NHHS
UHPRGHOLQJ SURJUDP ZLWK RYBULFHRIDNKGIREZWRUERVVLEOH IRU

VAR RHU KL
IOHHW FRPSOHWHG VLQFH SR AESRUWEBOWIET WD YH Lowurexodkd QkrEnldP SODQV IRU JURZWK E
DUHD IRU 6WRS 6KRS LV WKH 1HQ LSRUDWAMY PR KHW S FXVWRP H YV y XH ZKLO
ZKHUH ZH DQQRXQFHG D PXOWL HOWXUL QB LOFFIRY WR KHDOWK\ Ti’tﬁ{lﬁtﬁ?@@i QI LWV IXOILOOPHQW

LQYHVWPHQW HDUO\ LQ 'LWK WKH ILUVW ILYH VWRUH
UHPRGHOV FRPSOHWHG ZH DUH)RYFRXUWBEREHVEWRE 6KRS LQ WKR® BREBRIXRGXNEHEKH WRWDO TORRU DUHD RI LWV :DDOZLMN 1X
DOO VWRUHV WUHQGLQJ DKHDG RI D'd DO WREN YO+ QM WY RIUDWRYERORYDLOGEHRZRUH FDSDFLWY WR LQQRYDWH DQG JURZ LQ D VXV
GULYH@MEUHDVHGQROXRE FXVWREXYWRPHUV WR ORFN LQ D VSHFLIWKH DXOWXIUH FEHRMRIY IRU FXVWRPHUV DQG IRU VDOHV SDUWQHUV
WUDOVDFWLROV PXOWLSOH ZHHNV RQ ERWK QDWLRQWRWINE | SBRUDMHHD RI VTXDUH PHWHUV

EUDQGV 'HOKDL]H %HOJLXP ODXQFKHG LWV U/LWWOH
&XVWRPHUV DUH LQFUHDVLQJO\ HROWDFEQRMH®P ZKLFK RIIHUHG SUMWEKH UHGKEMDLWR GV @OV RQ WKH URRI ZLQGPLOOV QH[W WR WK
VHUYLFH WHFKQRORJ\ IRU H[DPSOR| W MEHWISXUOKDVHG RZQ EDDORP BWRIGXSWRNLQJ PDFKLQHV NLORPHWHUV RI FRQYH\RU EHO
VFDQ DQG DSSV KDV JURZQ HQRYRR XD A® YMFH@WH FDWFKLQJ VHORUARWEDPEXWWOH VIVWHP LW LV RQH RI WKH PRVW VXVWDLQ
\HDWWHRSOH ZDQW VKRSSLQJ WRWEKHD HF ROREREMWYWHD V! WR ILQG LEXWKGLQWRUQWKH 1HWKHUODQGV DQG %HOJLXP
DQG VLPSOH STRUWKRIVOHQKE $OEHUW +HLMQ
DQG ERO FRP MRLQHG IRUFHV DORQJVLGH %XGEHH WR
IXUWKHU LPSURYH FRQYHQLHQFH IRU FXVWRPHUV 7KH\
ZLOO LQVWDOO SDUFHO ORFNHUV DFURVV  ODUJH $OEHUW
+HLMQ VWRUHV RYHU WKH QH[W WZR \HDUV HQDEOLQJ
FXVWRPHUV WR SLFN XS DQG UHWXUQ SDUFHOV IURP
ERO FRP DQG RWKHU RQOLQH VKRSV ZLWKRXW KDYLQJ WR
VWDQG LQ OLQH 7KH SDUWQHUVKLS RIIHUV RQH PRUH
VXVWDLQDEOH DQG IOH[LEOH GHOLYHU\ RSWLRQ LQ WKH IDVW

6HHRXU ZHEVLWH
IRU PRUH LQIRUPDWLRQ

JURZLQJ PDUNHW Rl RQOLQH VKRSSLQJ ZKLOH |
VLPXOWDQHRXVO\ LPSURYLQJ WKH FXVWRPHU 'H ZDOQW WR DFKLHYH FOLPDWH Q
H[SHULHQFH LQ RXU EUDQGXV VWRUHV " VKRSSLQJbDWbHERO FRP E\

7KLVbIXOILOOPHQWDbFHQWHU E\bU
RQbVRODUDBDQG ZLQGbHQHUJ\ EL
FORVHUbWRbBDFKLHYLQJbWKDWDTE

9LQFHQW :HLMHUV
&22 ERO FRP

$KROG '"HOHQXABO 5HSRUW
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285 S08:7121 Lo -mmacuvvo SESSAbR &”@ S8, AN VLRSES,ZoROsA T,
XU U*URXQGHG LQ *RRGQHVVU WU@&IJFI //_ 1RIQWHUH

DURXQG RXU EHOLHI WKDW ZKD h; $ P |\</\ IRR(D;Q\C/;\IV FUHPDVH FXVWRPHU
DOO :LWK D GXDO IRFXV RQ KH KﬁQ%gJ

KHDOWKLHU SODQHW RXU VWUDW QGF\BQpQ@BgQ R @l ly RXU SDUWC

QG W S LQJ PRYH RXU LQ.
WKDW WKHVH WZR WKLQJV DUH LEQ; ; v\\//vg d@%%\%@@&NPQRUH vwiDLQgE
EHOLHYH WKDW LI ZH JHW LW ULD % ¢ qu OQREDO | RRES QIWAPMH G KQGHUWDNLQJ DV
XVXDOO\ DOVR JHW stw_csm/scw ‘3) J

D KHDOWKLHU YOd PR LDV MRYYLBY EH K ARKRE D Q!
g:\\//V%VRHQUV\';VEROP\RVinS\I'F‘{\G%i?ﬂ%%w& W Xg BTXLUH WKH zKkRBHHYBBRACHIDLQ WR ZRUN

WKHD 0°606 wr EH VXFFHVAX QRRE QHYE HP VLWV RW KHOHD VG

7KLV DSSURDFK HQVXUHV WKH GFHFQVHRYXVZR®FMMWDLQ PHDVXHHY a5lﬂsgv\,ﬁ>btbe RXU DFWLRQV

DUH JURXQGHG LQ GRLQJ WKH UL QIGW SVKIEQ $ DR W RH REIAR XU D I L QIR LML DIVEH GLYHUVLI\ RXU S

ZLWK D IRFXV RQ FXVWRPHUV SBRGWRWN U ¥ RPR POINHLKND O W K L Hiy REHRIE Y b8 WKR. P L8R RRD UER O

DQG DVVRFLDWHYV O DQG SODQHWRQ® ZJ)V\W\KUDWRRQVDCR@DYLJDWLR@,,YMJ\@HEOH DQG DFFHVVLEOH IRU
LPSDFWV IURP RXU RZQ RSHUDWLRQV D% ZRU

ZLWK IDUPHUV DQG VXSSOLHUV § QF%%%WQELH\[}/W%WXSS!HDDOUOHFDROPLSJDQHLGH\IQ Rl>J<V|_ J
DFURVV WKH HQWLUH VXSSO\ FK ( Q Q Q

‘H FROODERUDWH FORVHO\ ZLWK. H@bﬁﬂ%@'d)l\}v\kpﬁé VXVWDLQDEOH FKRLFHV HDV\ IRU HYHU\RQ!
EUDQGY WR HPSRZHU FXVWRPHUV WR MRLQ WKLV MRXUQH\

DQG PDNH KHDOWK\ DQG VXVWDLQDEOH FKRLFHV LQWR
HDV\ FKRLFHV IRU HYHU\RQH 2XU EUDQGV DLP WR

HQVXUH MXB¥WD OWK\ DQG VXVWDLQDEOH LV

DIIRUGDEOH DFFHVVLEOH DQG LQFOXVLYH IRU DOO WKURXJK
WKHLU PDUNHWLQJ UHZDUG SURJUDPV DQG VWRUH
GHVLIJQ 7KH\ LQQRYDWH WR PDNH SURGXFWV KHDOWKLHU
PRUH LQWHUHVWLQJ DQG PRUH YDULHG 7KH EUDQGYV DLP
WR VRXUFH ORFDOO\ KHOS IDUPHUV JHW D IDLU GHDO DQG
ZRUN WR LPSURYH WKH IRRG VXSSO\ FKDLQ $ORQJ WKH
ZzD\ ZH DUH WUDQVSDUHQW LQ KLIJKOLJKWLQJ RXU
SURJUHVY DQG PDNLQJ EHWWHU FKRLFHV FOHDU
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285 352*5(66 $1 )8785( 3/2XU_DLP LV WR QXGJH SHRSOH VQHW JHUR FDUERQ HPLVVLRQV DEUDQGY DUH ZRUNLQJ WR LPSURY'

2XU HOHYDWH KHDOWK\ DOG vX'GLHW WKDW LQFOXGHYV PDQ\ Rl RSHUDWLRQV E\ DQG EHFRPLRI YDQV WR DOORZ IRU PRUH RUGH
F H O WHWR/X O & KHID GWRSOH DQG 1ZLWK PRUH EDODQFH G PRUH YHEXVLQHVV DFURYV RXU HQWLUHllIVXSSO\D\Ij\P/(VI?_'LQ SURGXFWV
SODOHW VXVWDLQDEO\ SURGXFHG PHDW DQG VHUYLFHV E(6* O (QYLURIJIP

Q SURGXFHG LQ D KHDOWK\ DQG VIRU PRUH RQ RXU QHW JHUR DPELRRIKREPVWH FRQWLQXHV WR EH DC

+HDOWKLHU SHRSOH s IRU X LW LV QRW RQO\ DQ HQYLU
RU H[DPSO E QEHUW +HLM®Q DRSH R WWH ROV KDV D ILQDQFLDO LPSDFW RQ WKH
H

HPSRZHULQJ FXVWRPHUV DQG D LDy B ADOGY. ) 17 e HH J A ; B\ -
ZRUNLQJ WR GHYHORS KHDOWKL%BS i al SVR Kb.)YH "\F/S\IVSKUULIJ?'D \'6 KURXJK IRRG DQ&SebhiviRFREp% bl Qe
0 F

=s

Y
RY W 2R A U VHOLQH
VXVWDLQDEOH SURGXFW DVVRUW, ERQ"HPLVVLRQV IURBMQHER Q

7 M LS .
WR GR ZLWK VXSSRUWLQJ UHVL vév%ga%%m %&VKLEBZYO\SKN.Q\lXﬁn WLRQ UHIULJHUDQW OHBNPYH QQRWYPRMSRYYWRRG zDVvw
HYHU\ZKHUH WKH EUDQGV RSHUI, HPLVVLRQV LQ RXU EUHQGVx RSH!

\%
SHULHQFH 1) 8. KDV JOLOKG ZFMGIR0 I R PN 1 SURIUHY VbQ 0 BB A roh BALERGS S Rl Ub Py L

&XVWRPHUV DQG DVVRFELPAGRAP P ol o L 0 e R o SR Y v YA RSHUDWERRY h8IDJLQI FXVWRPHUV LQ WK
Q RXU EUDQGV FRQWLQXHG YK E e H[DPSOH 'HOKDL]H LQ %HOJLXP KE
PDNLQJ KHDOWK\ DQG VXVWDLQEGH F W VALY HRYY K DW IR 7 KLVQ MOUPRSK L 2 O ;

Q Q Q % l‘Jz}?L? $ % RIRXUFF2XU EUDQGV ZRUN WR UHGXFH HE%WWH%V&RH@WH’\U@DW JURXSV Sl
FXVWRPHUV DQG DVVRFLDWHV E é.ng LY q DVNLQ.RSHUDWLRQV E\ EXLOGLQJ DG BHPREWR MISHVWRHHHDY LQI WKHL
LQIRUPDWLRQ DQG UHZDUGLQJ IR NER WKH PRVW HQHUJ\ HIILFLHQW ZDQU)H?MWI@QIQSICSJ#VWI@QG DVWA LI H

MW DU

EHWWHU FKRLFHV O ERWK LQ V 4R/ boG RQOLQH 2XxU . wasH KHSY VWRPHUV V
EUDQGV LQIRUP FXVWRPHUV DEREWVKHDO KEKH RIWLRR¥YSDQ\ I\'*;e\%/vf\év‘,qqpqvgg/[(w?(l'éE\gbsJDDQ%GVﬁHDOuvH\v@,;gELvApg,lLPgﬁquélp{y,L\y%Hb YRU PRUH
LQ WKH VWRUHV WKURXJK VKHOIDWBIAWRERGXRE PREWOYXHG WR RIIHU SURGXFWV RQ /IREDO PDWWHUV " /RFDO VROXWLRC
DQG GHGLFDWHG KHDOWK VHFWMWRQM Us AM HUDWHEUDRBIM ZHG E\ :H FDQ DEDWH WKH HOHFWULFLW\ ZH VWLOO QHHG WR

KDYH LQ VWRUH QXWULWLRQLVWKZWR KHIOB HFXYMWRPHIMQWLI\ IFFRQVXPH VLPSO\' DQG HIITHFWLYH®O! W RAEND K QREFHGFH LV FROODET

JDLQ LQVLIKW LQWR WKHLU GLHWM RUKRDRX B WHHRAPRQADPHDQ(SXUFKDVH DJUHHPKH@WV 33y FUHDWH PRUH DZDUHQHVV DPRQJ
ST o ) Q Q . . IRRG ZDVWH_ )RU PRUHUREROPDWL

SODWIRUPV VHYHUDO RI RXU EUWRGHXIRV¥EPEHOH RQH WZR RU H DWLQJV 1
FXVWRPHUV WR DSSO\ ILOWHUV ZKHQR K ERSSWQd MR FABKHD O VR EH?M&EQ#@E@%%%VW&HWRGHO VWRPUDF""QV‘*”V??’J\LBE')\%F?VXVQ’/*:'
RQOI VHH KHDOWKLHU RUJDQLFDW OYGOHWDQUWDLR R ERGKR W UHIULJHUDWLRQ V\VWHPV ZLWK BRORETEHSSREB R RBEPROP QG 6WR

HQDEOLQJ WKHP WR PDNH EHWWHU FKRLFHV
QDEOLQ & QLWLHY SRWHQWLDO RU ZKHUH SRVVLE KK VEDYBWRDHBSS ZKLFK JLYHV
7R LGHQWLI\ UKHDOWKLHUU SURS B URR

YWon prud @ HYPRW Y Wi BLQLPLIH FRWRY! UK SYRGET WK AP ULQJ WKI
ZHOO HVWDEOLVKHG QXWULWLR% - %55
J

5 u ZLWK SODQQHG VAWK G B XSHPR &l & SQW R RII 7KLV
VXFK DV *XLGLQJ 6WDUV LQ WKk w5 s Do 5k WHUY DQG, Vol IR D K WrDW Ly WK DR GHE APA WK 1LUVW UHWDL O
\"

JHWKHU
LQ (XURSH 7KHVH VIVWHPV DUH FRQWLCUXKX UHIULJHUDQW V\VWHP LQVWDOOHJ &8 YHRRIKY MRxR/MiEY WKH DSS

XSGDWHG DFFRUGLQJ WR WKH O2XU EUDQGY DOUHDG\ VXSSRUW PDQ\ FDXVHV WKDW DUH $Q\ IRRG WKDW FEDQROW EHNQGE LV
H[DPSOH WKH 8 6 EUDQGV FRQ'LPSRUWDQW WR ORFDO FRPPXQLWlHM IRYyHI[DPSOH GLYHUWHG WR KHOS IHHG SHRSOH
FXLGLQJ BWDUVx QXWULWLRQDOILJKWLQJ KXQJIHU WKURXIK ILWZCHGSRVVILEOH EUDQGV PDNH YRR ® I/ IORRY )H@IEWISURYLGHG PRUH
DGYLFH RQ EHYHUDJHVY WR WKH GRQD' DQG E\ GLYHUWLQJ VXUS(‘V\\/L‘J'D(S' §R‘U\TVD'VV“L'I§Q PHWKRGV VRHIDOWY WRHRWIK EWW KSILRAOHMHULQJ
EDQNV DQG FRDULBKRIOG "HOKDLR'YY YHKLFOHV WKDW XVH ORZ FDUERQ HFLFK RRQRREHORQ V VWRUFK

SURGXFWV LWV EUDQGV GRADWHBQ LQ ILQI/K'H\"T0VR XVHA WHFKQRORJ\ WR XO8REBH HURLDEMH IRRG WKDW PLJK

2XU EUDQGV DUH PDNLQJ KHDOWIQEREL Y KYWWIRQDIERE! FDXVHV  RswiLpL]DWLRQ D HGXFH ODYZWVRLID WV RR/ WR FR R G KEERQNV L
FKRLFHV PRUH DFFHVVLEOH WKURXJK WKHLU SURGXFW ] Q DQG UHG 0 0 OFRGKERWNV L Q

DVVRUWPHQWY 7KH\ DUH UHIRURXOID@W WX Lsth B X OVDVQZH WK JRU H[DPSOH WKH 8 6 EUDQGV Q\%(HH F}i@EB;L &55 FLDFPH éngFF?,?PUL‘]\;

OHVV VXJDU VDOW DQG IDWV V:HDLP WR [ RXU JRDO RI D KHDCQHZ ODVW PLOH HQWHUSULVH uqe%gvd_%;( DX UWKHU E\

EDVNHW LV KHDOWKLHU DQG PRE\ IRFXVLQJ ERWK RQ RXU RSHUDXWRPDWHG URXWH SODQQLQJ @Q@HL&§A§HB§HU\ §QV ZLWK VSHE
IRRG VXSSO\ FKDLQ :H DUH FRPPLWWHG WR UHDFKLQJ

<3

$KROG 'HOHIQABO 5HSRUW
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WR KHOS NHHS IRRG IUHVKHU IRWQARYHPEHRU PRUM FRPPLWWHGRYR EHEBRLQYI VXSSOLHU DOG IZXWPEUDQGY FRQWLQXH WR LQWUR
LQIRUPDWIREDO/BBWWHUY 1RXUIWWLGUR EXVLQHVVHV DFURVV RXYOHPW QUMD WXSSOR| VFLHQFH EEDWMHS SUBRWHLY SURGXFWV LQ WK
FRPPXQLWLHV FKDLQ SURGXFWV DQG VHUYLFH:W B\UH VXOSRUWLQJ RXU EUDQ GV X SSEEEWWD LAV R@ WHWMQ @DNLQJ F
ZH XSGDWHG RXUHRWNURP\& D HBXHWURRZ Q HPLVVLRQV UHGXFWERQLWEBYJIHWV LQ OLQH ZLWK

SODVWLF SDFENDJLQJ UJHW RU WKH H LUH Y D O X M/ K K DOLIW N ¥ RSWHF L HRI FIIW 7 K H V H FRPPLWPHQW
2XU DLP WR UHGXFH WKH RYHUD E DY FIOHLQMUDRAH LPSURYHPHOWY L JQJU%)IZWK FXV
SULPDU\ SODVWLF SDFNDJLQJ X FQ@JQRF; H%ltg QV VFRSH PRV H U LDHO UHRKIIFD Q3 GHIRUHV SLQJ FXVWRF
SURGXFWV E\  E\ FRPSDUHGEWRp HG W J QHW BURFIEVVLQJIZUWR@BDDVWH UHGXFE J GHFLVLR
EDVHOLQH :KHQ SODVWLF LV xv ,iUL \ﬁ §| gb% HLU QHHGV
& @%I—W/wyWLPXOD
KURXJK

LW LV UHF\FODEOH UHXVDE g/u %&‘ UHGXm[ﬁ%\ésv\\?DUv\\;leRug@pHH[v?/Egg: UV\QPE;UE%F
‘H DOVR DLP WR DFKLHYH D S FR
F VL QJ SURGXF)
\WWHPV Dt

VHOHFWLR§ H'{gIHHG D§GLWLYH
PHQWYV DQG SU

UHF\FOHG FRQWHQW XVHG LQ SULWKUWREZW®Y XI®MWEHGCG VFRSH nggﬁb \P>Q g ELRJD\&IHY B
EV\W_QHK‘/DQ SURGXFW

W |_
SODVWLF SURGXFW SDFNDJLQJ WR GHFDUERQL]H RXU HQWLUH H G wr Wi
JHW LV ERXW KHDOWK\ OL|

OLPDWH WDUJHWV D LQH J
2XU EUDQGYV KDYH PDQ\ LQQRYDWFH; M?qu 5 ZDUPLFU Zﬁ%ﬁ‘\g hdre O§$ig/g/ LFQQ;'G

SODFH WR DFKLHYH WKHVH JRDQ) \w,mé |_ SDOVR DOLJ{S va WHFKQRORJ(S

JRRG EHFDPH WKH ILUVW UHWDL&’E‘ W éj gg& QLWL,@WHVWX_\QMQ’QQG‘PWMZBIFWDUERQ swm@wmkuv DFFHVV WR TUHH GLHY

&RDVW WR SDUWQHU ZLWK /RRS 151 b%é R GDQFH DIHKGWK IV Q.1 WM HDMPLSYUR Y H P HNGDVR ZR] HHG 1L M VBIO@IW | R U PV
RI RYHU ~ SURGXFWYV IURP OHD F Q xu ODWHVW DYDDUDEOWFHPQWVLRQGSWRH GHYHORSPHQW RI QHZ
EUDQGV SDFENDJHG LQ UHXVDEOl QWS Q k’ HYELQH IRU RXVRUHZPW QWM MWK OHVV HPEHGGHG HPLVVLRQV

LR XV EDVHOLQH

&XVWRPHUV UHWXUQ WKH SDFN \Y
DQG UHXVHG q W\MB(E%I lQ
H

JRU PRUH LQIRUPDWLRQ RQ KRZ . lRYg H, ZH MRLQHG WKH %XVLQHVV

| JOREDO FRDOLWLR RI 81
HOYLURQPHQWDO LPSDFW IURP Q§ Lng\IE_\%\L Q/va DQG LOGXYW Q Huv. L
VHHQYI URQPHQWDO VRELDO DQ D]UP‘ H@QQLé' ZLWK WKH 6%7L DQG D @ WJFE’.W}Q J
9DOXH FKDLQ —HURU FDPSDLJQ 2XU XSGDWHG WD

DWH UHSRUWLQJ F\FO Gyl
NGV ATRI (Lol S o T R Y
HPLVVLRQV DUH VFRSH RU LQ ,bEQ{/W&'F)HEFVVd'H%Y\)’\/I tﬁH’\' LQ RXU
WDNH SODFH DFURVV RXU HQWL
H[DPSOH HPLVVLRQV JHQHUDWHIR WKGRXHK*WKHPLVVLRQV DFURVVSRXPDVIESOWND LV FRPPLWWHG WR

SURGXFWLRQ DQG PDQXIDFWXUH RD MK Hz 8§ URGHF WY/HDHVLILHG WK H JANH
VHOO DQG ZKHQ FXVWRPHUV XVHWMKRRMHIWENRGXFWY 2XU Uﬁ‘?&%#% ‘]HIRRG ZDVWH E\ E\

YDOXH FKDLQ FRQVLVWYV RI WKRXVDQGV RI VXSSOLHUYV 7KLV UHTXLUHYVY HGXFDWLQJ

SURGXFHUVY DQG IDUPHUV ZKR VXSSO\RXRECUHHIGVRR P DWRRE RV V4l NH\ VWDNHKROGHUYV DORQJ WKH ZD\
WKRXVDQGV RI SURGXFWYVY WKDW DUHHRPRDVE PAOR/ PO ROURMW R F

FXVWRPHUV DFURVV WKH 8QLWHG 6WDWHYVY DQG (XURSH ,Q FROODERUDWLRQ ZLWK ::) LQ *UHHFH $0OID
HDFK GD\ 2XU EUDQGY SDUWQHU ZLWK VXSSOLHUV WR %HWD KDV ODXQFKHG D FXVWRPHU DZDUHQHVV
UHGXFH ZDVWH LQFUHDVH WKH QXPEHU RI ORZ FDUERQ FDPSDLJQ WKDW DLPV WR HGXFDWH FXVWRPHUYV
SURGXFWV LQ WKHLU DVVRUWPHQWY UHGXFH HPLVVLRQV DQG XOWLPDWHO\ UHGXFH IRRG ZDVWH LQ

IURP RXWVRXUFHG WUDQVSRUWDWLRQ DQG HQJDJH ZLWK KRXVHKROGV E\ IRFXVLQJ RQ LWV VLJQLILFDQW
VXSSOLHUV WR UHGXFH WKHLU HPLVVLRQV FOLPDWH LPSDEW

6HHRXU ZHEVLWH
IRU PRUH LQIRUPDWL

$KROG '"HOHQXABO 5HSRUW
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285 $0%, 271 PLVWDX LVODHUHTXLVLWH IRU EULQJLQJ RXW WKH )
2XU EUDQGV DUH GULYHQ E\WRPPIWWHS STHRSIH gV LV WKH IRXQGDWLRQ RI LQFOXVLRQ O WKH

WKRXWDMUERQJ WHDP PDNLQJ JEFLWKDW ELQGV XV WRIHWKHU D{G EULGJ/ VWHDt
GLIIHUHQFH WR FXVWRPHUV DQG kR RRBJIHIM iR PYROG 'HOKDL KQF w
XQLWHG LQ RXU VKDUHG YDOXH\(DrBllg:\R?Ht' PREHBOV K\ HOYLURQPHOW IRU RXU GLYHUVH
LQWHJULW\ WHDPZRUN DQG KXPRYGDREoW Hj§BUYPRRARWB o zRUNIRIURK Wk W ERVISIR Rxld WHV
DERIW EuoWLe) KNoowK) Ko IRCERTR LAFRKHIRN! 2kl on DU WHIBKIBITD O |UR P

[ C Y HVSRQGLQJ

EUDQGV VHUYH HYHQWYV LQ WKH ZRUOG DURXQG x\i%/%)zﬁgfg%@;%évEJUva
‘H SURYLGH D FDULQJ SODFH WRFRZRUN @KRBA\RMWULYH WR UDLVH BZ4PKHBBWK DO& RIbHYw\ RI FX Vv
SHRSOH IHHO ZHOFRPH +HUH HYHBIRGRAV VERRKIEWY DQG ZHOO EHLRIFLE @ WHLO WML HROVDW Y RW X WH S
YDOXHG DQG ILQGV SXUSRVH LOQWRSRYWRUKHRAWKEXFPODQFH  TXLFN UHVSRQVH RI '"HOKDL]H DV

ZH NQRZ WKDW ZKHQ DVVRFLDWHW Y YRL RXMN DIV EHPRQVWUDWHSBIEND Y RHHe@LYHY GXULQJ V
VXFFHHGV FRPPXQLWLHV LQ ZDV LQ WKHL'—L@EFK-Q%*ESMI\?’%’XP'D[% ‘\Q/%DWV((?V;’(EUEHUVD'—%\
2XU PRWWR U'DUH WR FDUHU VvXPWUSRINWEWVRpWKH 2 iDUQ @NUDL [-IE/)PHGS_‘LP?_'SRUWDQQFH R1 RXU ILU\?W
VSHFLDO DOZD\V KDYLQJ WKH FRAMLBLQHy oPSHEW Q) GR B XGHWHL

DVVRFLDWHV FXVWRPHUV DQG FRPPXQIMINIVDOVYREH DWHY zH 0D X0 FKIHK® @MY wWhRy EDVLF WUDLQLC
IXOILOO RXU SXUSRVH WR KHOS SHRSWK $ADVHGRPY VIPHN zZKLFK LQFORIEHE/KHU FRXUVHYV DQG S|

WLPH DQG OLYH EHWWHU ZHELQDUV VHOI HYDOXDWLRQ WRROVZRYNYE®RSY WR SUDFWLFH |
EHQHILWYV PHGLWDWLRQ DQG H[SHWWHFKQUIK®GY M WKRHZ KRZ W

675$7(*, & &+2,&(6 *OREDO 6XSSRUW 21ILFH WKHVH LQkWEPRWE YKV EH BHG '0oLHO 5RVH

$1'b&+$//(1*(6 VXSSRUWHG E\ GHGLFDWHG DVVRFLDWH FKDPSLRQV

'DULQJ WR FDUH ;
,Q WKH SDVW \HDU SHRSOH HYHUNZRHBRIAHERQWLQXHG WR VXSSRUW WY
LPSDFWHG E\ JOREDO HYHQWYV VWRFK @§LRRAHEBW ILRQ KD @DERQERIGXULJJ
8NUDLQH ULVLQJ SROLWLFDO D ®d RHRME ED & K\OW HY IWZHIGERDWW @ & RSLFV
PDFUR HFRQRPLF IDFWRUV DOOVRIFAKRF¥KKRBWAR VSHDN DERXW WKH ZDU LQ 8NUDLQH WR
DIIHFWHG PHQWDO KHDOWK DQGFKLOG WEHR QW KHKER QEHAWF DQG VRFLHWDO EDUULHUYV
ZH DJDLQ SULRULWL]HG FUHDW LU HBRWERROARRED OVVBLAKWY DQG JHQGHU HTXDOLW\

IRU DVVRFLDWHV DQG WHDPV  owpo KHDOWK LV DQ LPSRUWDQW WRSLF IRU RXU EUDQGV
([SHUWV GHVFULEH WKH FKDO O H@1WXHVE WX PV LRHOOH bR QRADIRUG IRU H[DPSOH KDV

LQ DV D PHQWDO KHDOWK SDQGHEMFRPI By ERNYW SIUNHWLFH IRU XV RQ KRZ WR DGGUHVYV
WKHVH LW LV LPSRUWDQW WK D\RHH{VPOy § HDQAWKDDRE gROOHEHLQJ LQ WKH VWRUH

WR WKH IXOOHVW $KROG 'HOKDH®@YbYB8 RPHRMW pIHRGHUV LQ WKH EUDQGVXx VWRUHV DUH
EUDQGY DUH ZRUNLQJ WR SULRUWLHSHIBREIOMK WEHR\LWQF@H WRROV DQG PDWHULDOV WR
VRFLDO DQG PHQWDO KHDOWK :@HDQWMRROH®EX G HIMIKBW WO\ DQG VXSSRUW DVVRFLDWHYV x
DOO DVVRFLDWHV DUH IUHH WR 2HHBVHPY WOMHH Y @G QRUPDOU ZH IDFH WRGD\ 7KH
H[SUHVV WKHLU IHHOLQJV 3V\FIER®RG P RIRHWY\O HASSDWKY VXSSRUW VHVVLRQV WR
EHOLHI WKDW RQH ZLOO QRW EHHEDEOHK MW RUHKRPRBIBWWH ' R JURZ DQG GHYHORS LQ

IRU VSHDNLQUGKOTKHVKVLRQV FROEHUADYXESRUW WRZDUGV DVVRFLDWHY

$P\ & (GPRQGVRQ

VVREEHWHYV
LQTR

o
PRUM UPDWLRQ
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$SWWUDFWLQJ DQG UHWDLZQ(EJ%‘IJ{VWD@%QV\NQHVV 6HUY L FHWX SR8 W BDRW DQ WRKIHP SOHPHQWLQJ 6$3
LQ FRPSOH[ WLPHV 86 UDQNHG 1R RQ )DVW &RPSBEOFHWV)DFWRUV DFURVV RXU JUHDW ORFDO EUDQGV LV

%9HVW R &\l/ ODFHV IRU ,QQRYDWRER OWDODWWZKILGB® KROROMYV XV WR ZRUN WRJHWKHU LQ D
e

g\\//vv@ﬁ%g\c/;vﬁg?th]YHHoZRHsfgleDHQgF%( JVM v PPWWQ%H\%%HQKRMLZEMLQQ DGGLWLRQ WR H[LVWLQJ DVVRFLDWHYV LQ
: L v/ KH L8 B WD Q & LW KIHHDHVDK B U GR«@BGY ZH UHFHQWO\
O DQG LW LV FULWLFDO WR qug % LBWDD RU GDKB Q

Fﬂi‘%@/ (Zb 3)5 FW VR ¥H VR QFBRIFUIRK GV S\OREODUML ROD [L DQG $OEHUW +HLMQ %HOJLXP
LQ ZDV LPSDFWHG E\ LQFUHD A %-EWR %‘VXS’K LQQRYDWRAG QRE KDYH DVVRFLDWHV RU PRUH WKDQ

VRFLDO XQUHVW DQG PDFUR HFRQRPLF |

w FFHVV)DFWRUV SODWIRUP
DV XQSUHFHGHQWHG LQIODWLR G ®OIQGYHIN B L'FHIDXK MV NJIHO®H UE L D DGR Q|£) }%}D&gg(} GD) D DUH NH\ HQDEOHUV LQ FUHDWLQJ
VKRUWDJHY /DERU FKDOOHQJHVZRH NHH SHRQARIWVHGIGZILA/K RXU (XU Sgl P}f? V& OF %Ht_\lé H[SHULHQFH 7KH LQWHJUDWLRQ
LOQWHQVLILHG LQ ZLWK LQYKHHBHDULY W R [BHWOEDD VIVWHP j‘JLV\;[p %k% HysY) gﬁﬁ’%GDWD FDSDELOLWLHY DEURVYV

MRE RSSRUWXQLWLHY DYDLODEQIK) WR PWNRFLVDWMMWRGIRULWKE K\F’KI&%\Z I@'E“_Llﬂ \E\%\ob\%\%u NLOJ D SRVLWLYH LPSDEW
FRQWLQXLQJ WDOHQW SRDFKLQX NGV EQOV HG/ RROFYDAHY VHQGLQJ RU 2 \"WR Q

WXUQRYHU Z®WLPDULO\ GXH WR WKH ®VUBR IDU WKH WHDP KDV 3/ XFFH VN 5098 URDDH G
SDUW WLPH ZRUNIRUFH DQG VH DRIRVD MOKLHWV \WQKHHRU MW VW R U HA (F R BWLQHDBR XMW PDNHV XV XQLTXH :H SULGH
WR WKLV LQGXVWUA RI WKH DVVRUWPHQW RXUVHOYHV RQ EXLOGLQJ DQ HQYLURQPHQW RI

2XU VWURQJ FRPSDQ\ FXOWXUH BXQISRKWURIGLFBOXAMRFLDWHYV ZHRQLWWRWRXVIRYR WKW VXSSRUWYV SHUVRQDO DQG

FRQWLQXHG WR JXLGH XV DQG KFHIKOBQXM DBBDH B HWBIVROQWOW LR QEEXLRGYWRHYHORSPHQW DQG EULQJIV XV WRIHWKHU

LQ WKH IDFH RI WKHVH FKDOOHQIMNYG HH lZ-H UV SOEDNGE @D\V R Z Y

WR VHH WKDW DVVRFLDWH HQJDWHFHKQ\R QRUR B D@H GHRIRM H ZRUN&L\?\ﬁ%@@R‘QEPQ/ VDIHW\ DQG

DW DV PHDVXUHG E\ RXU DVVRFRQWHQXHV WR LPSDFW RXU EX\WWOQEWOX Yo BB GHUVKLS

HQJDJHPHQW VXUYH\ DQG IHHGHEMAMS ROFGAQJ WR WKH HYROXWLR® WV iZRIUQJISYVEFKRIQORILGFDPO VDIHWN LV HVVHQWLDO WR

FROOHDJXHV RQ FDUHHU RSSRUWNKEGW LRIVDVFVRFRDMGI E\LQ YDULRMYDXWIRJI)RWZRUNSODFH ZKHUH RXU YDOXHYV DUH FOHDUO\
WKLV \HDU H[DPSOH RXU :RUNLQJ IURP $EURBI®OBEYRE DQRXBPPXQLFDWHG 2QH VWHS ZH WRRN WR

*ORBXGSRUW 2IILEKY WKH 1HWKHUWIDPNHD VDIHU HQYLURQPHQW LQ ZDV RIIHULQJ
285 352*5(66 $1' )8785( 3/;%%E0Hv SHRSOH WR JHW LQVSHISIGUDHQWIDHU ZIRUNSVEKRSY WR DVVRFLDWHY DW WKH *62
L

|1 H W, WWLQRO R W KR EFRIPEG Y H, 2RMIKHVH VHVVLRQV OHDGHUV DQG
2XU FXOWLYDWH EHVW WDOHQW %58:6158 T W@%‘*W RFLDWHY ZHUH HQFRXUDJHG WR VKDUH ZKDW
DURXQG IRXU SULRULWLHYV 2 Liaieili gt U"YDFDWPRY Q

SORWKHU H[DPSOH RI KRZ RXU EEJ%NHVV\AV;\Z/)@E/P IHHO SV\FKRORJLFDOC\ VDI DQG KRZ WR
&5($7( 7+()8785( 2) :25. | QFUMDVLQOJ IOH[LELOLW\ DQG LPSURYLOI DVVRELDWH KW K #RUNSODFH
$00 RXU EUDQGV DUH SUHSDUL Qi RY Nk F HRGOHRIN O LIH EDOBQFHVRVLOWOMGKGLPR LQWHUDFWLYH H[HUFLVH RQ
DQG FDSLWDOL]LQJ RQ WKH RSSRYWX DL WKHVEWKBW Z¥FRQVLGHIM\EKRORUEGQFYDUIHW LQ RXU *HDULQJ XS IRU *URZWK
FRPH ZLWK WKH IXWXUH RI ZRUN RKHHIDDARIGR Z QRN XBH WV RI1ISURI RRPWRHGEYWIORRPHQW RITHULQJ IRU KLIJK SRWHQWLDO
RI ZRUN OHDUQLQJV IURP WKH $RQ@KWPLFRP QS WIUNWLRY LWV WREUHF@RIGHUW SK#SDUHV DVVRFLDWHYV WR EHFRPH
IRU 1OHILELOLWA © HVSHELDOON o SRS b Vol Do s g BEE X0 WRMH Wk Wy LPRLH BQEOXVLYH OHDEHUY

S Ryl RXOG RIIH VVRF
GLVWULEXWLRQ FHQWHUV &V @ BRE B\ ZRq{jH%P EHH GLYLVLRéWf#QﬁQ%ﬁE&%%@gGHUVKLS FRQIHUHQFH WKH WRSLF
SODQQLQJ DQG UHVNLOOLQJ 2XU EUDQGV KDYH ZRUNHG D L GGUHVVHG DQG H[SHULHQFHG
LQ LQQRYDWLYH ZD\V WR FUHDWAHR EHWWHY RQ B/ WKS W HD BKD Q IW KIQREQKHY HBR WKV KREQRQ KRZ ZH FDQ VXSSRUW D
PRUH VXVWDLQDEOH VROXWLRQWP PER W KR Y IKWKQRH QRUNLQJI WR FUMNWMHHDRI JURZWK DQG GDULQJ WR FDUH W SXVKHG
3UHSDULQJ IRU WKH IXWXUH RI ZANUARQDE VY RFLAWH IIMSHULHQFB ®HWLY GRHIWH BRD WWQHLU FRPIRUW JRQHV WR H[SORUH ZKDW
DVVRFLDWHY RSSRUWXQLWLHV VERWDPREZD SREDGLWLHV WR LPSURNKVW 8V HAINHVWRHEDIQWR WHEWEOH DQG KRZ ZH FDQ FRQQHFW
PDLQWDLQLQJ D FRPSHWLWLYH POEDRMDIRFHQKWKHQJI DQG GHYHORBRXIGWR O ¢ LRAILWR UL WIVHV EXW DOVR RXU GLITHUHQFHV
EUDQGVx PDUNHWYV RQO\ SRVVLEOH LI ZH KDYH UREXVW V\VWHPV WR

Y
R
i
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Q ZH RIITHUHG RXU ,QFOXVLY,® (XDESHVRIXS EUDQGV VKRZ X\HQKOX\W BDWEQUR FWHDWH ,'3V ZHWEERRUHSDKMWQFLSDQWY WR OHD
SURJUDP IRU WKH IRXUWK FRQV BFREDHHKBIND QR ®LPLWY $V SDUKDRLAWY SBFYY@RBODFH IRU 935 URFHVG HMWR D GH3 IS @HH [SHUL HQ F F
SDUWQHUVKLS ZLWK OLQG*\P ,W. HI®E\WHW LFXW H bl Q BVODYQREO X Q W H MUKLHMUHSGRYHDR SO@HIDN SODQV SURYVGH DM X WW REUHEPIVR D Q\ H[DPSC
IXWXUH OHDGHUV WR OHDUQ S U PBWH FMDXQ EKHMEGSD\WERK LQJ | R UIBH PDMD KW @G DVVRFLDW H GIEDOQ(EX/HN’HWRU)(WLWDQGNRHOHEUD\
VNLOOV QHHGHG WR _OHDG PR U HERURHUALY FROK\QMHASWIUQ D F D P SOXLIRISSE Q ES DU WQH VY WKKSW DUH DOLJOHG WR DVVRFLDW

PRWLYDWLQJ DQG HY.RNIRFXWUXZMNI6MKH 5RPDQLDQ 5HG &URV VD \LRINRONILRQIWRIAG RITHU JURZW(<Q4\? 0H B EH@ YRLFHV DUH K
L YHUVIWY HTXIWAIRQ®ROQHF GXWIYRIQOMWHHUV  7KH EUDQG DOVR VXSSR WHG WKH DEK \HDU RXU DVVRFLDWH HQJDJ

Q Igll AN MYV
DQG WKH &KLOGUHQU IRXQGDWL &QEOFRP § QHZ LOWSIVHV'DVYRFLDWHY DFURVV WKH F
BHHO IREXY LY HUVI W - GROQDWLRQV DQG RUJDQLJLQJ i LW R QE $HDQG WRRSHOOI VKBUH WKHLU IHHOLQJ

LQFOXWRILRRRUH LQIRUPDV ~ QHZ FHQWHU ZKHUH FKLOGUH #H\ﬁgez%%,\]Q’%Ff,\,ﬂs\*f.ﬁ*\,o.?..nHP*ﬁP.Q)ﬂJ?,QnGnRXU EUDQGV
SURYLGHG ZLWK PHDOV VKRHV SSRU B@H VXUYH L.9 RXU SRVLWLYH DV\

YHY

SURGXFWV DQG VFKRRO VXSSOLH WLFHV DFURVV $SKROMGYDIHPHQW VFRUH UHPDLQHG WK
&ERQOQHFWLQJ ZLWK FRPPXQLWLHV N UWLFLSDWH LQ D GHYHORSPH™™ (‘\”n"'ZnKrl‘_(‘)“I-i“zH' VDZ 'DQ LQFUHLE
2XU FDULQJ FXOWXUH H[WHQGV IR BV {NQ RXU GBQDWKFH@SBUWRHP NLEN VWDUW VXFFHYQEOXVEYH'ZRONT "' X' RBMH DW
EUDQGV VHUYH DQG WKH FRPPXGHWELR 4P Y (f() ZbV DE&%&,%V NSEOWTS/ (17 SHUFHQWDJH SRLQW :H VDZ D SR

RXU IDPLO\ Rl EUDQGV RQFH 5?5&‘@(%%650“ JQHG WR Q 0 ( RXU GHYHORSP XS IRXURI

PDQ\ RSSRUWXQLWLHV WR JLYH eBERPD BHBRBOXUQC VLEN EDELHRRIGRHWDWA EMWRHVY LY &5 (EHOWD ' TRU TUDU LY (XURSH DQ
LQ WKH THWKHUODQGYV FUHDWHGZ U&Nz LRQ WR WKH &IPNjWUEHHIIIﬁUJJHlH@Cy\UWNGRFJKDOOI-”' CRODOE WKkH YOREDO"bKIBRUW

PDNH WKH GLITHUHQFH DQG KHOS

B o £ * WS THH'E PYENARIYDYVVRFELDWH\
SHVRXUFH "URXS 9%5* FDOOHG Ui Vs (&RVLWLRQHG WR GULYH IXWXUHP]F?J% S

WKDW VHHNV WR LQVSLUH DQG D7F LWLHV v \ WK M xv IXWXUH

DVVRFLDWHV LQ WKH 1HWKHUOD 5( HQV b@\ﬂg @\% %‘(/H ﬁH RP?‘SZ% @h""P‘ﬁN’H H DVVRFLDW

DQG WDOHQWYV WR JLYH EDFN W SRUW WK B RJU ZD Ey
|><wx YHU\R H Wi
YROXQWHHU )RU H[DPSOH PHPI:LI-PU HQWLDO OHQWRULQJ IRVWH Q \ﬁ,g gbg Q

UHDOL Ho\
VLVLWHG D KRPHOHVY VKHOW HU 7119, 56 FWA @Pozufblw LQJ WFERIQ%@E_R\ULD@KYD*@@YHW@\?HQ\\’AVE g\ga gk ilbp
WKH\ FRRNHG DQG VHUYHG 'RRG&'%Q'%F?WA‘@ SRBRWRELDWH H[s Rt WKW LRRR FONVVEKH VP FS P LWD DRE B [b iﬁ IRU WKHLU
ZKR QHHG LW PRVW DQG WKH VNLOOV RI \HVWHUGD\ D IRRERN B W\ YL RX IR XURSH%%%@%‘MBVV EUDQGYV

,Q WKH 8 6 RXU EUDQGV VKRZHWY KK VOO WikIWRVHE QI FDSDELORWDR £ It NE-S Rl V‘(,VF'ES CIDI-G\GDLVGFEQ)YEIZ\IaHDH X KEVVREL
PDQ\ GLITHUHQW LQLWLDWLYHV SRURWYDW'S R G7 lMKH VNLOOV ZLWV@WQ’%’W@”gh\Y/WQF@% UURXJK \%%H@Um\gw%uam%@@ 7H DGR S
*.$17 &RPSDQ\ NLFNHG RIl LWV DIOQRTV '@?E‘,*L%LDWKLQ WKH eLILwRED %Mﬁ'ﬁ% AR SoLune ZLWSU D FRHLGAM M HVXRR DV EDODQFHG V
JLYLQJ Z'-WK\*'-Y'-QJ 7XHVGD\ GRQIWUBIPHQ \WR DQRWKHU EUDQG IRU D VL[ WR WBRQWKDRHQWRWBRHOW SODQV W
FRPPXQLW\ RUJDQL]DWLRQV F REBW'@@)&% LQXHY WR OHYHUDJH LQGLYLGXDO RSSRUWXOLWLHYV LR URHRS OMHY H BV

LQVHFXULWY DQG VXSSRUWLQJ 1BRLQIIRS b \5" V¥V DORYH IERWHR KGIFORYY OLY H Z KR WK mid U R ERUMR 0Q IRUP D WL F
LWV IRRWSULQW 7KLV LQLWLDWWﬁIﬁé@O@%,ﬁ(&g\IﬁGX% TV V) DFWR BN (HIY HHESDOG R 7 | O J RQ
&RPSDQ\ IXOILOO LWV SXUSRVH %IMFEBMFWFQbV@%WLHHSDELOgWQ KURYIKRXW ZH ZRUNHG ZLWK

D
IRU D EHWWHU IXWXUH WUDLQLQJ WR XSVNLOO DQG UH¥%§%@§%M@%&%WFH%SD:EHL§%\Mﬁ%\\&m ﬁuﬁ SHRSOHM !
T¥HD%\S

7KH )RRG /LRQ JHHGV FKDULWDEOH IRXORMWPWIY FRPSOHWHG PRk MNP B F uRRACE-RE:G 'HOKDL] QV'\_ILF Fé' \?}2/3/5}
FRQWLQXHV WR PDNH D PHDQLQOPRBUPSHFRAREGXOHEN LWYHORSLQOILSWR HP Y HYYRNYGHP B 4B WK% gﬁ(ﬁ(oébg’HSRuw
LQFHSWLRQ LQ LW KDV JLYHRXHoPR §MUSKDVHLO IRML Q I WRGDM BQHQW)KDL]H 6HUELD FRO DWHV

WR JRRG FDXVHV LQ DORQH X@RGDPWKRQY WRPRUURZxV OHD LYH DQG (GXFDWLRQDO &HQWHU & (& DQ

DPRXQWHG WR PRUH WKDQ w) v IRFXVHG RQ WKH LQFOXVLRQ RI SHUVRQV
VWURQJ ORFDO QHWZRUN HQVXU@%%\&% %%DU-\Z%JEIOPNYH G H{ %%iﬁg@ Ew% %8 % LQWHOOHFWXDO GLVDELOLW\ 2QH RI
HITRUWV UHDFK WKRVH PRVW LQ YHODRVSVPRHFQLWWSQLGVD(()?OWVCEH : U WeR % WLDWLYHV EHWZHHQ &(& DQG

SURJUDPV WKDW VXSSRUW WKLV Lé%l'l'—'lzﬁDLV\\//I—PVZDFi.IUI—‘\l UHDGL SURJUDP WKDW

$KROG '"HOHQXABO 5HSRUW
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$KROG 'HOKDL]H DQG LWV EUDQGMAFR B H YDt H Q F H $00 RI WKH ZD\V ZH HQKDQFH RXU

Y POQ

$KROG '"HOHQXABO 5HSRUW

WKURXJK RXU EXVLQHVV ZKHHO .ZKdFK FYNHPMO) H FRPPHUFH SHDGHREPYQARBERWAXU DELOLW\ WR
VSLQQLQJ E\ D UHOHQWOHVV IRF(XUQQSQ%XQ/:QN]KI@@ BXWR WDNH 5® WOVK RQ BHHPDQG UHDO WLE
H

FXVWRPHUV GULYLQJ VDPH VWRWdH Wi WRIP ERFUIN GG QIKLOHZEABLVRBEBY B MUKRBP @RE DR FR(
WR IXQG JURZWK 2XU RSHUDWLRQDO,H OHRQF HxMREMH Yy DGYDQWDJIH RI'RSSRUWXQLWLHV 11

GULYHU KHOSV XV PDNH WKLV ZKHHO WXUQ IDVWHU DQG VWUHDPV VXFK DV PHGLD LQVLJK\
EHWWHU DOO WKH WLPH 2SWLPL]JLQJ RXU VXSSO\ MQBLLQ@ VWRUH VHUYLFHV

2XU ORFDO EUDQGV DUH RXWVWBRESI YD MR QWR DR WkBWUFKDQGLVLQJ

KDYH EHHQ UXQQLQJ UHWDLO EXAKLYHZ/VHY KRIO $ BMR I XUWKHU ORZHU SURGXFW FRVWYV
GHFDGHV O WKLV JLYHV WKHP WK®FUHIDYHVE WRFG R BWQRWILL@ DELOLWN DQG HQKDQFH
VWHDG\ SHUIRUPDQFH HYHQ DV PWHMK-QH VYV

FLUFXPVWDQFHV EHFRPH PRUH FKDOOHQJLQJ 7KH\

DUH DOZD\V ZRUNLQJ WR LPSURYH KRZ WKH\ RSHUDWH

VWRUHV '&V DQG KRPH GHOLYHU\ DQG SLFN XS

RSHUDWLRQV

2XU VWURQJ RSHUDWLQJ PRGHO LV LQWHJUDO WR WKHLU
VXFFHVV RXU QHWZRUN RI OHDGLQJ ORFDO EUDQGYV
VXSSRUWHG E\ VHUYLFH FRPSDQLHV WKDW RSHUDWH DW
VFDOH DQG OHYHUDJH WKHLU EHVW FDSDELOLWLHYV
UHJLRQDOO\ DQG JOREDOO\ ,W JLYHV XV D FRPSHWLWLYH
DGYDQWDJH DQG LV NH\ WR KRZ ZH EULQJ RXU
RPQLFKDQQHO FXVWRPHU YDOXH SURSRVLWLRQ WR OLIH

2XU RSHUDWLQJ PRGHO HQDEOHV XV WR WUDQVIRUP
TXLFNO\ DQG XVH RXU VFDOH LQ D ZD\ WKDW EDODQFHV
ZLWK WKH EUDQGVx QHHG WR FRQVLVWHQWO\ PHHW WKH
XQLTXH GHPDQGV RI FXVWRPHUV LQ WKHLU ORFDO
PDUNHWYVY :H EHOLHYH LW SURYLGHY D UHSHDWDEOH
IRUPXOD IRU JURZWK LQ WKH 8 6 (XURSH DQG
,QGRQHVLD

285Y6%9( )25 285 &86720(56Z

%86,1(66 :+((/

‘H VXSSRUW RXU RPQLFKDQQHO JURZWK DPELWLRQV E\
VDYLQJ IRU RXU FXVWRPHUV LPSURYLQJ RXU VXSSO\
FKDLQ HQKDQFLQJ VWRUH RSHUDWLRQV VWUHQJWKHQLQJ
LQWHUQDO RSHUDWLRQV DFURVV DOO IXQFWLRQV DQG
OHDYLQJ QR VWRQH XQWXUQHG DV ZH OHYHUDJH RXU
VFDOH LQ VRXUFLQJ $V ZH FRQWLQXH WR H[HFXWH RXU
SURYHQ VDYLQJV SURJUDPV ZH DUH DOVR ZRUNLQJ WR
LQQRYDWH LQ WKUHH NH\ DUHDV WKDW DUH FULWLFDO WR
DFKLHYLQJ RXU DPELWLRQV
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6758$7(*, & &+2,&(6 "HOLYHU VDOHV GHQVLW\ DQG2&D WL bH 66 \ED'oH8T 85( 3/$16

$1'b&+$//(1*(6 VRPHWKLQJ WKDW LV MXVW DZXWVVWQWQD\WKHQHRSHUDWLRQDO H[FHOOHQFH JURZWK

HYHU\ZKHUH HOWHMEGHQWHUHG DURXQG IRXU DUHDYV
( FRPPHUFH SURILWDELOLWHFOE YKRYWY QY
FXVWRPHU YDOXH SURSRVL U &XVWRPHUYV
Dly\l HF\& OHYHOV SUHYDOHQW LQ WKH 8 6
Lég_{\l; QGY DUH IRFXVHG RQ KHOSLQJ
L

Y U
2XU RQOLQH SHQHWUDWLRQ KDV P %5 HV \fJgVSHRVVV\I’_V'a. lrﬁs d PC
DFURVV RXU UHJLRQV VLQFH 7R 0 v hos ey iﬂ \%
WKLV FKDQQHO LV REYLRXV O DQG L@Q L poSEeo) QWO\ PDQDJH WKHLU VSHQGLQJ
FRQWULEXWRU WR $KROG 'HOKDL]HX \?Flz_ PeRR 6 USRS

|

\E% HFRUG KLJK VDYLQJV WKLV \HDU RI

+RZHYHU DFKLHYLQJ SURILWDELOLW\'L RPPHUFH PLO GRQRRX U PLOOLRQ 6DYH IRU 2XU

FRQWLQXHV WR EH D FKDOOHQJH ,ZBWHPHQWRSHUDWLRQV LQ |IX®&KMOPHOUWY FREVWNDPWLQJIJV SURJUDP RXU EUDQGV DUH

FRQVXPHUV KDYH EHFRPH XVHG WRPWHEM RSHUDWLRQV :H DUH H[ZRHWNPGR MWK VXSSOLHUV WR PLWLIJDWH FRVW LQFUHDVHYV

FRQYHQLHQFH RI VKRSSLQJ RQOLQBLMK EWWBWHIQ HYH W HF K QR ORIL A X VINWORP WKV, UGQS\IURB\XFLQJ PRUH HQWU\ SULFHG

DQG SLFNXS O DQG XVXDOO\ SUHIHSURW IVGRH BEY WR IWDH/GAK PN SLEFNISQROGRBWIYHBI[SBHQGLQI WKHLU KLJK TXDOLW\ RZQ EUDQG

SRVVLEOH +RZHYHU WKH\ KDYH \HMR WRVVBIMURON RRURBEHBDQGYV MY RIHYPRIQWB ®®RG GHOLYHULQJ SHUVRQDOL]HG YDOXH

GHOLYHU\ PRGHO 8 6 FRQVXPHUV XRYMLRQVWHRROWKHU WR ILQG WKWHRRSKW IGRIOWDO RPQLFKDQQHO OR\DOW\ SURJUDPYV

SUHIHUHQFH IRU FOLFN DQG FRO O HHVE HZK L Q HH OFKRBHW® H UHJLR%V ZKHUH RXU

VKRSSHUV SUHIHU KRPH GHOLYHU\ EHDWSHURSBIRID \G B\ ,PSURYH RXU VXSSO\ FKDLQ

QH[W GD\ RU LQVWDQW ‘H FRQWLQXH WR LQYHVW LQ LPSURYLQJ RXU VXSSO\
%XLOG FRPSOHPHQWDU\ UHY HQOPH ¢ WRHPHEW WM UQIXSSRUW RXU RPQLFKDQQHO

2XU EUDQGY DUH XQGHU LQFUHDVLWEKF GHWWIXUZH WIRSRBHHIW DFURNMHRINWL S PE VWOILOO WKH LQFUHDVLQJ GHPDQG IRU

FRQVXPHUVx HYHU ULVLQJ DQG HYHUDFEOQMRIKHOS IXHO LQYHVAINFHW VWWRsHQ KB QF H

H[SHFWDWLRQV $W WKH VDPH WLPWKW KE\WQHRHPEG WRRXUQH\

PLWLJDWH WKH GUDPDWLF LPSDFW RQOLQH JURFHU\ KDV JRU H[DPSOH LQ 0D\ ERO FRP FRPSOHWHG DQ

RQ RUGHU HFRQRPLFV DV WKH FRVW RI KRPH GHOLYHU\ H[SDQVLRXRILOWOWPHQW FHQWHU LQ :DDOZLMN

FDQ KDYH D VLJQLILFDQW DGYHUVH HIIHFW RQ PDUJLQV WKH 1HWKHUODQGYVY GRXEOLQJ WKH IDFLOLW\xV H[LVWLQJ
IORRU DUHD WR Pr DQG FUHDWLQJ RQH RI WKH

7R FRQWLQXH VHUYLQJ WKLV JURZLQJ RQOLQH GHPDQG PRVW VXVWDLQDEOH ORJLVWLFV EXLOGLQJV LQ WKH FRXQWU\

ZLWKRXW VLJQLILFDQWO\ FXWWLQJ LQWR PDUJLQV ZH DUH JRU PRUH LQIR/RORMDICR ©DW W H U V

IRFXVLQJ RXU LOYHVWPHQWY RQ WKH IROORZLQJ IRXU 'RXEOH FDSDFLW\

OHYHUV

$KROG "HOMOAAXBO 5HSRUW
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(QKDQFH VWRUH DQG H FRRPHUFHVKHQ LQWHUQDO RSHUDWLRQV

RSHUDWLRQV DFURVVDODOO IXQFWLRQV
2XU EUDQGYV DUH HQKDQFLQJ W KXW BAVDRUGHN XWR RIKMH U XQLTXH ORFDO NQRZOHGJH WR

WKHP HDVLHU WR VKRS DQG PRUGHNHDRLSHD YGD[GE FXWH VWUDWHJLH
VXVWDLQDEOH WR RSHUDWH SODQV WKDW FRQQHFW ZLWK FXVW l
W WKH

VLQH URYLGH W
SOEHUW LQYHVWHG LQ DXWRQRRY §g95&- E/L%V\ﬁ/\ﬁ HV DQG VHUYLFHV WKDW HQDEOH
WKDW FDQ FOHDQ DW QLJKW DV ULYH WKH RPQLEKDQRHO
RSHQLQJ KRXUV ZLWK FXVWRPH ,yﬁg # FH DOG ZLO |_
LQLWLDWLYH DLPV WR LPSURYH Fyﬂ)l&ﬁhwg I? Q Y H V W P H Q W
FOHDQLQJ TXDOLW\ KLJK
H

VXSSRUW EXVLQHVVHV LQFOXG DSRG
$WHOKDPEHOJIWKKH 1RW IRU 5HVD

GHSDUWPHQW VZLWFKHG VXSSO% %/ng DLI—?dl %gz(v SHHVE/XEJ EJH]QV%T_ ij WKH VKRSSLQJ H[SHU

IUHH]HU PRGHOV ZLWK KLJKHleJ \/ (%6 GULYHV

UJ HV FURVY,
VDYLQI DURXQG ~ LQ RSHUDWL DQGSURYLGHVH[SHM FXVWRPHUV

,Q WKHWKH EXVLQHVVHV KDYH HQS’N@@HEH\MKH-LQJDQFH DQG 1)5 VRXUFLQJ

ZHE EDVHG IRUHFDVWLQJ DSS 7WLWR&9US‘&&W(JL%\{J JUHDW ORFDOWRED QBKREQLY HQW¥HB W LQJ PLOOLRQ LQ LWV 1HZ <RUN &LW\ |
DFFXUDWH LWHP OHYHO IRUHFD \g) % MOV VRS HXWREH 26 (E8DYGZLO®IHHRRGHO PRVW RI WKH VWRUHV IRU D EHWWHU VKR
%

JXHVVZRUN RXW RI SURGXFLQJ L5 '75 Y| o W\, LQ WKH &]HFK PHEX PGIGF WERBVRA®Y RI QHZ LWHPV WR UHIOHFW WKH GLYHUVLW
VDQGZLFKHV IURP WKH GHOL P %»Q HPU Hdkmww rBMEHD @HLIKERUKRRGYV LW VHUYHV

EDNHU\ DQG FXW TUXLW SUHSDURWG MV (‘gDo VWUDWHJI\ WR KHOS WKHP JHW VWURQJHU

DVVRFLDWHV )JRU H[DPSOH LI D \W WH JURZWK’BEEVRYOWRHP QN BYLHRNYHVWLQJ LQ WKH FRPPXQLW\ ZLWK D P
SDFNDJLQJ FXW IUXLW DQG QHHQY i) fﬁ&'%v 7TRIHW K H G I KWK HR R® %@ WX BLW\ DFURVV WKH 1<& ERURXJKYV
ZDWHUPHORQ DQG FDQWDORXSH gﬁf LR'E)%/ 7KH\ DJUHHG WR IRFXV RQ

WHOOV WKHP XVLQJ D G\QDPLF JRUYHFP PDUNHW E\ VWUHQJWKHQLQJ WKH

EVRK%\\’NLEEQXGVVC’S:H VSHFMRB@"? g’ WER |_ LRQ DQG DFFHOHUDWLGQJ VDO HY. WURZWK
DFEWWERFPD Q o FDSWXUH VFDOH DFURVV W KRUUFRILR QOWR PDW L R

GHSOR\HG DW 6WRS 6KRS +DQQ{IRY, &J\%Qﬁd*\?\}‘kH RSHUDWLQJ PRGHO DQG GULYH VDYLQJV

*,$17 &RPSDQ\ WR RIIVHW LQIODWLRQDU\ FRVW\V—7KH WKLEUG VKDUHG
DPELWLRQ LV WR HPSRZHU SHRSOH DFURVV WKH UHJLRQV o
DQG FUHDWH FROODERUDWLYH LQQRYDWLYH DQG DJLOH
RUJDQL]DWLRQV $QG ILQDOO\ WKH\ ZLOO ZRUN WRJHWKHU HXUH SURXG WR PDNH VXFK D VLJ
WR FUHDWH IXWXUH RPQLFKDQQHO JURFHU\ EXVLQHVVHV LQYHVWPHQW LQ 1HZ <RUN &LW\ DC
WKDW DUH GDWD GULYHQ DQG KDYH ZLQQLQJ VKRZ FXVWRPHUV ZH FDQ EH WKH RC
HFRV\VWHPV RI FXVWRPHU H[SHULHQFH 'XULQJ IRU HYHU\WKLQJ WKH\ QHHG DQG V
WKH\ ZHUH DOUHDG\ DEOH WR KDUPRQL]JH RYHU GHOLYHULQJ JUHDW YDOXH SDUWL
RZQ EUDQG SURGXFWYV WKURXJK MRLQW SURGXFW FXUUHQW HFRQRPLF HQYLURQPF

GHYHORSPHQW DQG VRXUFLQJ “RUGRQ 5HLG

%UDQG BUHVLGHQW 6WRS 6KRS

$KROG '"HOHQXABO 5HSRUW



$KROG '"HOKDL]H KDV D)O1rs@4&,$/ &$3,7$/ 0$18)$&785,1*
WUDGLWLRQ RI VHUYLQ:# RDRGWDOQ D VXVWDLQDEOH PRR) EHEW) G
FXVWRPHUV FRPPXQLV\PLQFT\V'TB@/GLQYHVWPHQWV DQGLRYVBYBBGV GHYHORS EUDQG DQG PDUNHW RZQ

DVVRELDWHY ZLWK EDU'E®P2KLH® SRVLWLRQ EUDQG OLQHV LQ KRXVH WR KHOS WKHP RIIHU JUHDW
YDOXH DFURVV GLIIHUHQW SULFH SRLQWV DQG D

LPSDFW JRHV IDU EH\RQG RXU UHOHYDQW ORFDO DVVRUWPHQW 7KH\ SDUWQHU WR
EUDQGVX VWRUHYVY DQG '&V ZH KDYH WKHP SURGXFHG DQG SDFNDJHG IRU VDOH
ZRUN ZLWK VXSSOLHUVQD%@DOHV $00 RXU EUDQGYV DUH UHIRUPXODWLQJ RZQ EUDQG

, SURGXFW UHFLSHVY WR UHGXFH VXJDU VDOW
SDUWQHUV WR PDNH WKH HQWLUH FRORUDQWY DQG DGGLWLYHV ZKLOH VDIHIJXDUGLQJ
YDOXH FKDLQ PRUH VXVWDLQDEGCH SURGXFW LQWHJULW\ DQG VDIHW\ 21 RXU RZQ
DQOG WR SURYLGH FXVWRHHHFOVK I0RZ EUDQG IRRG SURG X FDMLHR QORIED DV

YRRG 6DIHW\ ,QLWLDWLYH *)6, FHUWLILHG RU

ZLWK GDLO\ PHDOV DQG FRPSO\ ZLWK DQ DFFHSWDEOH OHYHO RI
KHDOWKLHU FKRLFHVY WR KHOS DVVXUDQFH VWDQGDUG :H DLP WR DFKLHYH
WKHP OLYH EHWWHU +RA%H0$ ! RI RZQ EUDQG VDOHV IURP KHDOWK\

KA 5 R/ B
D \Y RGXFWV DQG RSBURBXERQNVNEWHO\ 2XU EUDQGV DUH DOVR
ZH XVH LQSXWV WR FUHRBWILURBS SHURXUFHY DOG UDREARWE WWR QG XF 1 SO0DVILE DOG LOFUHDYH

IRU RXU VWDNHKROGHUWYRP ERWK ORFDO DQG JOREDO UHFFODEIOH PDWHULDOV LQ RZQ EUDQG
EUDQGYV PDLQWDLQ ORQJ VWD QCGIIRNYWIUPWHILF
SDUWQHUVKLSY ZLWK IDUPHUV DQG ORFDO
SURGXFHUV FDUHIX00O\ VHOHFW&RIQWKRHPHEHWWS DFNDJHG JRRGV &3*V
SDUWQHUV WR VXSSO\ DQG SURPBWYRMMW VXSSOLHUV PDQXIDFWXUH EUDQGHG
PDWHULDOV IRU KLJK TXDOLW\ RZWREXPYWE® WKDW DUH GHOLYHUHG WR RXU EUDQGYV x
SURGXFWY 7KH\ SDUWQHU WR G'&VY HIGHRZH) VXSSOLHUV EHQHILW IURP WKH
FDUERQ HPLVVLRQV DQG SURWHRW®WL U WRWWRPGE LQVLIKWY RXU EUDQGYV
VXVWDLQ HFRV\WVWHPVYV PDNLQJ IGMYHDYRS WKURXJK WKHLU VWURQJ ORFDO SUHVHQFH
FXVWRPHUV WR PDNH VXVWDLQDEQ®@® GRRIFHBHULHQFH LQ JURFHU\ UHWDLO :H
ZKLOH ZH EXLOG D PRUH VXVWD D@®YROWKDUH H[SHUWLVH DQG VFDOH ZLWK RWKHU
EXVLQHVYV IRRG UHWDLOHUV WKURXJK WKH &RRSHUQLF

(XURSHDQ %X\LQJ $OOLDQFH DQG $06

UHDFK QHW JHUR FDUERQ HPLVVLRQV DFURVV
RXU RZQ RSHUDWLRQV

EHFRPH D QHW JHUR EXVLQHVY DFURVV RXU
HQWLUH VXSSO\ FKDLQ SURGXFWYVY DQG VHUYLFHV

$KROG '"HOHQXABO 5HSRUW
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' 675.%87.21 2XU ZHOO NQRZQ ORFDO EUDQGRXHUYDKWXH FKDLQ HQGV ZKHUH LW EHJLQV O ZLWK
$IWHU SURGXFWV DUH GHOLYHUREOMRRRUREIBH EPHNON LQ PRUWKIKBRVWRPHU $KROG "HOKDL]H KDV JURZQ

'&V WKH\ DUH SUHSDUHG IRU WUDOVERFEWUYR/PDOO IRUPDW DQGURPHWEZROWRLO\ UXQ JURFHU\ VWRUHV LQWR DQ
VWRUHY GDUN VWRUHV SLEN XxYWRUHYW\WPB6ERQ0OLQH WKURXJIKLRQMWHRDQPWQRQDO IDPLO\ Rl ORFDO RPQLFKDQQHO
FXVWRPHUVX KRPHV ‘H FROWLQWEKAYE HPEDEWO SSV DQG ZHEVLWEHM QEY HEDQENHU \HDUV RXU EUDQGV KDYH
RXU VXSSO\ FKDLQ WR EHWWHU YRB9KGHWERPWMRE RQOLQH UHWDHIO® KHQSKRHE SHRSOH HDW ZHOO DQG KDYH

O IRU H[DPSOH WKURXJK DXWRPPHUEOX[ ERO FRP KLOH WKH ROHVPRUWIQMGRIRMQGHG LQ VHUYLFH WR FXVWRPHUV

ZDUHKRXVHV DQG ,XO|LOOPHQW¢mWﬁﬁﬁﬁW IURP VHOOLQJ PORGRKRMAXWRWLHYV O ZKLFK H[WHQG IDU EH\RQG
HODEOH IDVWHU GHOLYHU\ :H GFR¥Y%WREHUV JURZLQJ FRPSOHPH®MHILL RZQ QHLIKERUKRRGV WR IDPLOLHV DOO
LQQRYDWLYH SURSULHWDU\ WHFKHRHRGN \)"I’WdMWLPFéfg@U'-YHQ E\ GRURWRG WEE ZRUOG $V WKHVH FRPPXQLWLHYV
DOG FROWULEXWH WR D KHDOWRIWRUSORBGEW PP RZV XV WR VDRIHY B Q@ RIHQR QYRIWRR KDV RXU UHVSRQVLELOLW\ WR
H[DPSOH E\ FROYHUWLQJ WUDQVPERBYY WiKtgYDOXH FKDLQ SURWHFW SHRSOH DQG WKH SODQHW 2XU EUDQGV

DUH HPSRZHULQJ FXVWRPHUV WR PDNH EHWWHU
lOHAWY WR JHUR FDUERQ DOWHULKBWLIBYCRAFQG EXVLQHVVHY HIPKSFEgLF?:\H 0G KQHOS FUHDWH D EHWWHU ZRUOG E\
UHGXFLQJ HQHUJ\ XVH WKURXJKGIRYWHD WWKRXVDQG DVVRFLDWHY,

YLGLQJ WKH EHVW SRVVLEOH RSWLRQV DFFHVV
RSWLPLIDWLRQ WHFKQRORJ\ DQERFPSERYE® xWKU FROOHFWLY QPDW RO RQ KHDOWK\ OLYLQJ D%G ZHOO
ILOO PHFKDQLVPV DJUHHPHQWYV 7KHVH PRWLYDWHS,, BQt‘gENVG?QQDWLRQV DQG SDUWQHULQJ ZLWK

DVVRFLDWHY DUH NH\ WR RXU E F .
Wi DU G woor txre s SRR 0 Sy srvoe T KRsn u
WKH EHVW VKR LQJ H HULHQF \
KXEV '«V RSHUDWHG E\ RXU EUDRGXFLQJ LWV HQYLURQPHQWDC{?R égg@v\?(f%nRSGOXDFVWWVLE\SDFNDDQJCI_;QUJHIC_;UXRFPHRXU
HI[DPSOH E\ EXLOGLQJ DQG UHPII:Q %%Y \ IURP
HQHUJ\ HIILFLHQW VWRUHYVY DQG UHSODF \35' IEU
UHWURILWWLQJ UHIULJHUDWRU V\VWHPV ZLWK ORZHU
SLFN XS SRLQWYV RSHUDWHG E\ RXUEUWHGQDWLYHY 6HYHUDO RI RXU EUDQGYV
DOUHDG\ XVH UHQHZDEOH VRXUEFEHV

IR D
SRUWLRQ RI WKHLU HQHUJ\ QHHggQgég%V'@mVDUH JHQHUDWHG E\ OR\DOW\
SODQV WR LQFUHDVH WKHLU UH E EOH

RQOLQH JURFHU\ SHQHWUDWLRQESHFWULFLW\ XVH HYHQ IXUWKHU E\

DFWLYH OR\DOW\ FDUG KROGHUYV

LQFUHDVH IURP
QHW FRQVXPHU RQOLQH VDOHV JURZWK

DW FRQVWDQW UDWHV

$KROG '"HOHQXABO 5HSRUW



$KROG "HGHMIQABO 5HSRUW



7KH IROORZLQJ H[S O DEQMIKRZEENNEN: 285 $662&,$7(6 285 &20081,7,(6 285 6+$5(+2/'(56
$KROG 'HOKDL]H DQG

FUHDWH YDOXH DQG C
RXWSXWY DQGbRXWFHF
GHVFULEH WKH HFRQHR
VRFLDObRU HQYLURQT

YDOXHbFUHDWHG WK \Y ELOO
DFWLYLWLHV IRU RXU
VWDNHKROGHU JURXS

\ SURGXFWYV
RPHUV
KRLFHV

RRWSULQW

$KROG 'HOBKIQYABO 5HSRUW



(1*$*’1*

$V OHDGLQJ JOREDO U
$KROGb'HOKDL]H DQG
WDNH LQWR DFFRXQW
PDQ\ GLITHUHQW VWDN
JURXSY LQ RXU GD\ WH
EXVLQHVYVY :'H GHILQH

DV LQGLYLGXDOV JUR
RUJDQL]DWLRQV WKD

FDQ EH DIIHFWHG E\ R
7KH IRXU PRVW LPSDF
VWDNHKROGHU JURXS
'HOKDL]H DUHbFXVWRP
DVVRFLDWHYV VKDUHKE
DQGbFRPPXQLWLHV

7KH YDOXH ZH FUHDWH IRU WKH
RQ RXU RZQ HIIRUWYV DW $KROG
EUDQGV EXW DOVR E\ IDEWRUV
HOYLURQPHQW PDUNHW LXRONQ
PDUNHW WWHR®KH UHODWLRQV
RXU VWDNHKROGHUYV

7KH\ PDNH XV EHWWHU E\ FKDOZ(
LQVLIKWY LQWR WKHLU FRQFHU
KRZ ZzH DUH GRLQJ DQG FROODE
VROYH SUREOHPV :H FRPPLW W
KLIK LQWHJULW\ ZLWK HYHU\RQ
RXU FRPSDQ\

‘H SURDFWLYHO\ PDQDJH UHOD

RSHQ GLDORJXH ZLWK DQG FDS
RXU VWDNHKROGHUV LQ ERWK I}
WKURXJKRXW WKH \HDU 7KHLU

DQQXDO PDWHULDOLW\ DVVHVVH
WKH DUHDV WKDW DUH LPSRUWI
WKH\ EHOLHYH ZH FDQ PDNH DQ
XV WR HQVXUH WKDW RXU VWUD
OLQH ZLWK WKHLU H[SHFWDWLR
VLIQLILFDQW LPSDFWYV

$KROG '"HOHQXABO 5HSRUW

(;3(&7%$7,216
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§$ VHDPOHVV DQG HDV\ VKRSSLQJ M{,QFOXVLYH ZRUNSODFH ZLWK KHD§' HOLYHU\ RI FRQVLVWHQW VWDEOH
HQDEOHG E\ WHFKQRORJ\ EDODQFH ZKHUH HYHU\RQH LV UHVYWURQJ IUHH EDVK IORZ GLYLGHQC

§+LJK TXDOLW\ SURGXFWV WKDW DUI\éggl\?/SV\IIQ;QELHV\(/DLRHQVJLQJ DQG KDV HTX UHSXUFKDVH ¥YRrRMBDPV
VWLEOO WDVWAY DOGBIIRUGDEQH %HLQJ D VXVWDLQDEOH IRRG UHWD

§ (PSRZHUHG FXVWRPHU FKRLFH WK §;':|TJ\/L§G$;E(\3>(DD%VSSUDRFI';VV\\’/FERJUSCZ)O%LQ FODVV DSSURDFK WR PLQLPL]H \
DQG HDV\ DFFHVV WR DIIRUGDEOH LS| Q Q Q LPSDFWV RQ WKH EXVLQHVV IURP H

RSWLRQV 8§$ VDIH ZRUNLQJ HQYLURQPHQW DQ(VRFLDO LVVXHV DQG WKURXJK VROI
DGGLWLRQDO VXSSRUW LQ FKDOOHQJLQJ WLPHV

§ &XVWRPHU VHUYLFH LQ VWRUHV R $QQXDO DVVRFLDWH HQJDJHPHQWE&84XDUWHUO\ GLVFORVXUHYVY RQ ERWK
RQOLQH VXUYHRMRBOWILYDWEH IRU UHWOOWMQVILQDQFLDO SHUIRUPDQFH EULHILQJ

§ LUHFW IHHGEDFN WR RXU EUDQGVE&RQWLQXRXV GLDORJIXH LQ VWRUHSYHYHQWMBWLE Do
ZHEVLWHV DQG VRFLDO PHGLD VXSSRUW RIILEHV §2QH WR RQH RU e PHHWLQJV Z

§ &XVWRPHU VXUYH\V VWXGLHV DQGiTHTYXHOW WRXFKSRLQWV LQFOXGLNXPYHKRAGHYY H
8§ &8RPPXQLFDWLRQV FDPSDLJQV WR VUHYLHZ SURFHVVHV UHFRJQLWLR§5HJXODU UHJLRQDO URDGVKRZV RU

LQ DUHDV VXFK DV DIIRUGDEOH DQCEHOHILW SU—R-JDDPV DOG WUDLOL
RSWLRQV )JRU H[DPSOH *LDQW )R Q QLQg2WKHU VKDUHKROGHU PHHWLQJV V

G HISDOGHG
UORUH IRU <RXU YDOXH FDPSDLJQ & 9LUWXDO | .WRZQ KDOOV H[SHUW V*HQHUDO OHHWLQJ Rl 6KDUHKROGH!
EXON LWHP DLVOH WKDW RIIHUV VDPHHWLQJV DQG HYHQWYV WR IDFLOL 1RYHPEHU 6HH RXU ZHEVLWH
777 DKROGGHC IRU PRUH>GHWDLOV

e e e s R L A Y

SURGXFWV 7KH EUDQG DOVR UDQ lzz7
WKURXJK LWV *LDQW )OH[LEOH 5HZ G/L\J/\BFULP\WU 5HQWDO KHDOWK LQLWEwwermy
SURJUDP WKDW HQDEOHG FXVWRP86SRQVRUVKLS DQG VXSSRUW RI %5*V
UHZDUGV SRLQWYV IRU KLJKO\ VRXJ &R“Px LW’%Z&@NDQG

SURGXFWV O VXFK DV EUHDG PLON YHJAWDEOHV DQG

ERWWOHG ZDWHU O DW UHGXFHG SRLQW UHTXLUHPHQWYV

§ &XVWRPHUV YDOXH SURGXFWV WK3$VVRFLDWHV WDNH SULGH LQ ZRUS:H DUH WUDQVSDUHQW DERXW RXU
UHVSHFW IRU SHRSOH DQLPDOV DQ'HOKDL]H DQG WKH EUDQGV DQG KL/HDGLQJ 7TRIHWKHU VWUDWHJI\ LQF
WKH\ VKDUH RXU FRQFHUQV DERXW VXSSRUW DQG WUDLQLQJ WR PD[LPDJDLQVW RXU WDUJHWV WR EXLOG
ZDVWH .H\ VRFLDO DQG FOLPDWH ¥3/Rel BWHV PDNH WKHLU YRLFHV .\E.X,\/LQHM&G WKLV
FXVWRPHUV WDON WR XV DERXW L

RQOLQH IRRG FKDQQHO FRPSHWLW
GHOLYHU\ RSWLRQV EHFDPH HYHQ PRUH LPSRUWDQW WR G?QDF?LFV 56 WKﬁQUROH o
FXVWRPHUV GXH WR WKH SDQGHPLF DQG UHPDLQ
LPSRUWDQW EXVLQHVV PRGHO
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&+$5,7,(6 $1' &,9,& *29(510(176

121 *29(510(17%/

6833/,(56

° 25*3$1,=%$7,216 25*$1,=%$7,216 1*26
—
D8 5 %HLQJ LQWHJUDO SDUWYV RI WKH FRFHPWSHAWLHI RO EQDVY GR/Q V §$V D PDMRU JOREDO JURFHU\ UHW®LROGIUW K@ SWIQO DIWHIVRR@WKL SV WKDW D
~ VHUYH K, HODWHG W
> §$GRSWLQJ D VWDNHKROGHU DSSUR%@%S@\@JW\%@%\%‘E@\&V\EKHU WRSLF%&%@%WL@@Q&’EPSRUWDQW WRSL
Nl §+HOSLQJ DGGUHVV EURDGHU VRFLHWMRR KRWOWDRIFKLHW\ DQG WKH HQYLUKJ DQG FOLPDWH
o3
Y
(]
¥ §3I(3?L(JSWQHUVKLSV ZISWK O[RFDS% FRPP&@URMHXQWLZQWKRQMOQLF SROLF\PMRHOV WHWFRGKHY WR 12 UHT §,QGLYLGXDO PHHWLQJV DQG RQOLQH
~ D FKDULWLHV )RU H[DPSOH D IRREGMHMWEXHDVVRFLDWLRQV IDFH W FH, PHHWL
6XSSOLHU HYHQWYV )RU H[DPSOH Wt
+ SDUWQHUVKLS WR HQVXUH IUHVK QDUMWM\H.QR)PR@WBGWFWWRUPDWLRg'é%lRYXLLﬁgQQV%%W[&SéV §|RU S WHQDP K%VWHé Ly R
~ DSSURDFKLQJ WKHLU VKHOI OLIH DSt W\WONIDSIBGLRQ LQ SXEOLF KHDULGYRWRUY[PREOHU HGIFKNG VHYHUEL QORYDWLRO 'DIV HYHOW GXULQJ Zk
Bl SUHYHQWLQJ IRRG ZDVWH ZKLOH HQY XU RJI KHDOWKY LoD L1H vxssrRUWHERRE@N RI WKH (DUWK 1HWK SUHVHQWHG WKH ODWHVW PDUNHW L
IRRGV JR WR WKRVH ZKR QHHG WK Y J P UHGXFH
ot ) HY RO ESYNow RI (8 GHIRUHVWDWLRG AP RBH G PR b Y& FRQFHSWV WR VWDNHKROGHUV LQ (X
Pl S6LQFH 7KH *,$17 &RPSDQ\ KDV SOUWRHFY RS\ LQ) spQHov bw wkH & E¥ELRAMUN ep\V DQG §3DUWQHUVKLSY LQFOXGLQJ
: SthvlvamJ%v?/ngORTJJ’SS\SIFLVSﬁVLHFXV(\;K Kﬂ??ﬁ%? % W l_ﬁ(WORRN RSOQHH QB PFFR RQGLRZ WRUWQHU © §U%HWWHU IRU 1DWXUH DQG )DUPHL
— ﬁ,gv\}dw Wi{'%z VXVWDLQXEOHHRRW WGVQHWZRUNV DQG | $OEHUW +HLMQxV FRRSHUDWLRQ ZL
VXVWDLQDEOH IRRG FKDLQ IURP ID U TREGOLEUY BOG IBUREUY . TR
M  HGXFDWLRQ UHVHDUFK DQG WUDILSIQQENSWHPEHU WKH $KROG 'HOKDL]HIBESRODQGV
XBERUWH E gkl KLWH +RXVH &RQBIBRXQBH ®RDSDUWQHU RI WKH /| PDNH DJUHHPHQWY DERXW VXVWDL
il $%UDQG RZQHG IRXQGDWLRQV )RU HY OU P HDOWK - FRORW MRLYWOBAUDFW UHWDLQ LQQRYDWLRQV DQG WKH HDUQLQUJ F
VWDUWHG WKH %ULJKW 6SDUNV UERDVHER 1OV L \WERQ ARG A : IRRG FKDLOQ
* WKURXJK ZKLFK LW FRQWULEXWHV WRPEL W QY W $RQ D WH PLOOLRQXPRSEYV IRQVERAYU *RRGV D
OSSR DV : §$'YDQWDJH $'86% 6XSSO\ &KDLQxXV |
RSSRUWXQLWLHV IRU FKLOGUHQ LQAWWHK RYWKHU RGXFHUV W RIQIHWW-ARLPNC IRU ([HF: O MR e e b w L
%HOJLXP E\ HQFRXUDJLQJ WKHP wRK WF‘&WL&R@GJBS}- DQFH VWDQGDUG é\DR/ S RQYJL 6‘ 9\%'@ IWKH DIWHUQLWV SR NEET R e e
VWRULHV DQG KHOSLQJ WKHP GHYH6RE R IWDDUREXFHVLQFHQWLYHYV \% \?\/X\ﬁ & el KP]:SLWLD\ Q
~ o WKDQ FRQVXPHU SDFNDJHG JRRC
ICERGURUVELSY RO DIDPSON SKROEY WG b UL ae RO Ol |LE V%FUJ Oy kG o%% oprsu SDUWQHULQJ ZLWK $KROG '"HOKDL]F
VXSSRUWHG WKH 5RWWHUGDP 3KLOKDUPFPROWRRHENHV@GPVWU\ DVVRFL L‘Iﬁi 2 DEW RI SC LOQQRYDWH VXSSO\ FKDLQ PDQDJHP
$FDGHP\ VLQFH 7KLV SURJUDP RIFHYQWIYOMQWGE JRYHUQPHQW RIIL LGV R MK HWhdS HOVXUH EXVWRPHUV FDQ DEEHVV W
\RXQJ PXVLFLDQV DQ H[WHQVLYH RUFKMN W HMWHGURYWIH DO EULQJILQJ SR J®IDW KWRZRIOEKHK W1 *OREDGC QHHG ZKHQ WKH\ QHHG WKHP WKU
LQ RQH RI (XURSH V OHDGLQJ V\PSKRIGQMRUERQWWUBXYWHV WR D KHDOWKIRY DG FRBExwW IRU DQG 6L FKDQQHO RI FKRLFH
VXVWDLQDEOH VRFLHW\ EHQFKPDUNV RQ (6* WRSLFV
(]
©
El S&RPPXQLW\ VWDNHKROGHUV SURY'S:H HQJDJH ZLWK SXEOLF SROLF\ Pf§2SSRUWXQLWLHV WR LPSURYH RXI§,QSXW RQ KRZ RXU EUDQGV FDQ FUH
“ IHHGEDFN IRU H[DPSOH RQ KRZ RXDQG VWUHQJWKHQ WKH UHSXWDWLIWUDQVSDUHQF\ RQ WRSLFV LQFOXCIRU FXVVWRPHUIKW YV
@ VWURQJHU SDUWQHUV LQ FUHDWLQDQG LWV EUDQGV DQG WR FUHDWH FOLPDWH FKDQJH GHIRUHVWDWLRS) HEL G QRY 2BW W UHGXFH IRRG |
g TRPPXQLWLHV UHJXODWRU\ IUDPHZRUN IRU WKH &0 SRPHFEVHV '1*2V H[SHFW XV WFLQFUHDVH HFRQRPLF VRFLDO DQG H
¥ EUDQGV DQG IRU WKH HQWLUH VHF'SROIFLHV RU'ZRUN'ZLWK RXU EUDGIRU WKH FRPPXQLWLHV RXU EUDQGV
= LPSURYH WKHLU (6* SHUIRUPDQFH IURP WKURXJKRXW WKH VXSSO\ FKDL
= §'LVFXVVLQJ WKH LPSDFW RI FOLPDW!

$KROG '"HOHQXABO 5HSRUW

VXSSO\ FKDLQ DQG ZD\V WR PLWLJDYV
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)5$1&+,6((6 ,1'8675< 6&+22/6 $1'
° $1'" $)),/,$7(6 $662&,%$7,216 5(6($5&+ ,167,787(6
—
Dl 5 7KH RSSRUWXQLW\ WR EXLOG D SUSRIRWBEWPHEXW EQ $XROG '"HOKDL]H BQXGQWEKEJIJEUDXQWVRWRU LQVLIKWY DQG VSRQVRUVKLS
~ G VV LQGXVWU\ FKDOI®KWOMR VQ WVWHDVEHDLWAKK SURMHFWV
§5HOLDEOH VXSSO\ Rl KLJK TXDOLW\ L@%K\(ﬁ— '?6 )
&+
2 PR PSHWLWLYH SULEH &B‘b L\% \If\&l DFWLRQ DQG GULYH LPSOHPHQWDWLRQ
Sl <7 ozLoLwt wr riiny exvwrenu] SRAILRLITGLR WKARLE RSHUDWLRGDO VirDaC UGy
) UHO\ RQ SURI[LPLW\ DQG IDVW VKRESIeLp TP AQY <L)
3 S&RPPXQLW\ VXSSRUW
o
Ml s OGLYLGXDO PHHWLQJV )RU H[DPSORFRQ YQHDWILKO®DO UHJLRQDO DQ G JORED QQQRBEKXWWUDODE ZLWK DFDGHPLF LOVWLWXWLRQV )RU
~ VWRUH YLVLWV DUH PDGH RQ D ZHHD\OXRFLWDWLRQDPHPEHUVKLSY &KDPHHMRSRH $,5/DE WKH MRLQW SURMHFW E\ $KROG
+ "HOKDL]H FRQVXOWDQW DQG UHJXORRPRHUMBH DQG QDWLRQDO UHWDLO' HIOGBUPWRRGVWABGHPLF LOQVWLWXWLRQV LV GULYLQJ
~ UHSUHVHQWDWLYH RI WKH '"HOKDL]H PDASQ®WH 3DUWQHUVKLS LOQRYDWLRQV DW WKH LOWHUVHFWLRQ RI UHWDLO $, DQG
- GHSDUWPHQW §&RQVXPHU *RRGV JRUXP *OREDO YRERWLFV
g S E6WUDWHJILF EXVLQHVV UHYLHZV 50XV QHVV DVVRFLDWLRQ 912 1&§.6§ﬁ%\(ﬁgé'ﬁ) VECA RS KLSY SW WKH HQG RI
Pl S6LPSOLILFDWLRQ DQG DFFHOHUDWL§&§§%$¢I¥M\/ S UREE B SO LR KR ' KDL]JH FRPPLWWHG WR VSRQVRULQJ
x RSHQLQJ SURFHVYV ( Q 8QLRQ WKH ,0& :HHNHQG 6FKRRO IRU WKUHH \HDUV 'XULQJ
Wl s RLOW PHHWLQJV LQFOXGLQOJ WUDLEQPLQI7THHWRAG VRESY WU\ $VVRFLDWWRQV SBULRG ZKLFK FRQFOXGHG DW WKH HQG RI
M SURGXFW GLVFRYHU\ GD\V §1IDWLRQDO S5HWDLO JHGHUDWLRQ BKROG HOKDLIH VXSSRUWHG WKH D) XWX O o o
” AT SUBETILEY YRRULED ¥ S TR o B QWUHSUHQHXUVKLSU FRXUVH ZKLFK ZDV WDXJKW DW
§ % : R HOKC) RRIE SOV O $VVRFLDW LR Qy F&/%i/
» UDO ORFDWLRQV LQ WKH 1IHWKHUODQGYV
& WKDW DUH EHVW LQ FODVV VR WKH\ FDWKHIRGH Wi L U
H[SHULHQFH ZLWK RWKHUV § (GXFDWLRQDO LQLWLDWLYHV )RU H[DPSOH LOQ
v §7KH )HGHUDWLRQ IRU &RPPHUFH D'Q0G GWUYRRKHVWDUWHG WKH 1HZ 6FKRRO 1XWULWLRQ
&RPHRV %HOJLXP 3URJUDP WKURXJK ZKLFK LW KHOSHG DGGUHVV IRRG
§7KH $VVRFLDWLRQ RI &RPPHUFH DBR@VHOXHLWE DW VEKRROV LQ WKH FRPPXQLWLHV WKH
62&5 &5 &]HFK 5HSXEOLF UDQG VHUYHV $OVR $OSKD %HWD RIiHUV
VFKRODUVKLSY WR WKH $PHULFDQ )DUP 6FKRRO LQ
§7KH $VVRFLDWLRQ RI /DUJH &RPPHURNPDORQLNL DQG WKH $IJULFXOWXUDO 8QLYHUVLW\ RI
IHWZRUNV $05&5 S5RPDQLD $WKHQV ZKHUH WKH WHDP KDV HGXFDWHYG RYHU
§&RQIOGOUDWLRQ /X[HPERXUJHRLVH GXSLRPPHUAHG VHFRQGDU\ VFKRRO /WXGHQWYV
O JOGOUDWLRQ GH Ox$OLPHQWDWRRQWHW GHQ@OLWYV RI KHDOWK\ HDWLQJ
'LVWULEXWLRQ &/& )/$' /X[HPERXUJ
(e}
(e}
tl 5§, 0SXW RQ RSHUDWLQJ VWRUHV DQ&.H\ LQGXVWU\ FKDOOHQJHV DU §$SFDGHPLF UHVHDUFK RQ WRSLFV VXFK DV URERWLFV LV
3 FRPPXQLWLHYV KHDOWK KXPDQ ULJKWV VXSS RIWHQ YHU\ VSHFLILF DQG WKHRUHWLFDO &ROODERUDWLRQ
B S6WUDWHJ\ DURXQG KHDOWK\ SURG&7KH EHOLHI WKDW FKDQJH QHH B SISOl AL TSSO X QL Y HUVLWLHY ILQG UHDO
@ VXVWDLQDELOLW\ DQG WRS GRZQ LQ RUGHU WR E ST AR A LR S e - < QRORJILHV DQG FR
B S&RPSHWLWLRQ LQ WKH EUDQGVx PESQWLFLSDWLQJ DQG XQGHUVWI Q
~ UHJLRQDO SXEOLF SROLF\ GHY
@ WKH FUHGLW FDUG QHWZRUN U

DQG WKH UROH RI VXSHUPDUNt}
IUHVK IRRG FKDLQV PRUH VXVYV

$KROG '"HOHQXABO 5HSRUW
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*URXS XQGHUO\LQJ j i
RSHUDWLQJbPDUJLQ

'LOXWHG XQGHUO\LQJ/R¥ WRREMEKVLQJOH GLJLW GHFOLQH YV SURXQG OHYHOV

1HW FDSLWDO H[SHQGLWXUENOOLRQ

% ELOOLRQ a v ELOOLRQ

JUHH FDVK IORZ a v ELOOLRQ

v ELOOLRQ av ELOOLRQ

'LYLGHQG SD\RXW UDWENROXWH LQFUHDVH LQ GLYRGEHEOVIHUQ GLY $SEVROXWH LQFUHDVH LQ
VKDUH VKDUH VKDUH
SD\RXW UDWLR SDARXW UDWLR SD\RXW UDWLR
6KDUH EX\EDFN v ELOOLRQ

v ELOOLRQ v ELOOLRQ

GHHUHILQLWIRQV DQG IIREE G H VL@WWLIRRQW
$W FXUUHQW UDWHV

7DUJHW H[FOXGHV 0 $
7KH GLYLGHQG SD\RXW UDWLR IRU UHVXOWYV LQ

LV FDOFXODWHG DV D SHUFHQWDJH RI XQGHUO\LQJ LQFRPH IURP FRQWLQXLQJ RSHUDWLRQV RQ D ZHHN EDVLV
ODQDJHPHUHBRMDLQV FRPPLWWHG WR WKH VKDUH EX\EDFN DQG GLYLGHQG SQOPRDIFUDRR HERRIRPH B MMKIHQS H R JRID F KIVOU XEMHF WRW B RARLDMWHUDBWLYLWLHY VXFK DV PDWHULDO 0 $ DF
1IRWH 7DUJHWYV DUH EDVHG RQ WKH SUHYLRXV \HDUxV IXOO \HDU UHVXOWV XQOHVV VWDWHG RWKHUZLVH

$KROG '"HOHQXABO 5HSRUW
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'5,9( 201,&+$11(/ *52:7+ 7$5*(7 5(68/76 ,1 7$5*(7
1HW FRQVXPHU RQOLQH VDOHV JURZWK +LJK VLQJOH GLJLW JURZWK
IRA\DOW\ VDOHYV JURZWK '"RXEOH GLJLW JURZWK

&RPSOHPHQWDU\ UHYI§IQXH

VWUHDPVbJURZWK °

(/(9%7( +($/7+< $1' 6867%,1$%/(7$5*(7 5(68/76 ,1 7$5*(7
+HDOWK\ RZQ EUDQG VDOHV

JRRG ZDVWH UHGXFWLRQ

&2 HPLVVLRQV UHGXFWURKHU UHGXFWLRQ YXUWKHU UHGXFWLRQ
&8/7,987( % (67 7%$/(17 7$5%(7 5(68/76 ,1 7$5*(7

$VVRFLDWH HQJDJHPHQW VFRUH 9

,QFOXVLYH ZRUNSODFH VFRUH 9

675(1*7+(1 23(5%$7,21%/ (;&(/1(1&$5*(7 5(68/76 ,1 7$5%(7
6DYH IRU 2XU &XVWRPHUVPLOOLRQ PLOOLRQ 9 ELOOLRQ

86 LQ KRXVH VHOI GLVWULEXWLRQ DQG
6XSSO\ FKDLQ LQLWLDWZR YOO\ DXWRPDWHG IUR]BG® mammmmwmmwswwumf&g(?\ DXWRPDWHG IURJHQ IDFL
E\ WKH HQG RI

ﬁI[QSQDV\(/)LVQLé%GD\\/NHEII;Q(?T:VF\Q/sPD LOV\S\XQFK RI ERO FRP VHPL DXWRPDWHG
"WKH 1HWKHUOD QESHR QG JUDIPW K@ JI XSVRM PHFKDQL]HG
,PSURYLQJ RQOLQH SURGXFWQ YRWAURSH 5D .
Q Q Q PLEUR IXOILOOPHQW FHOQ %%wg)(%WL%HQWHU EQQIKHOD@HBBSKHRGUHFKW LQ WKH

3HQQV\OYDQLD 8 6

/R\DOW\ VDOHV PHDVXUHV WKH VDOHV JHQHUDWHG E\ DFEWLYIHWD & QMEDQ/I) EREE BORRY B WYY RFRORIDBBWVKRQGHUYV 6HH
7KH UHGXFWLRQ LV PHDVXUHG DJDLQ W PLOCLUE* VWDWIIRU PRUH LOIRUPDWLRQ
7KH UHGXFWLRQ LV PHDVXUHG DJDLQ WKRXVDQG \ HTXLYDOHQW HI6* VWDWIIRU PRUH LQIRUPDWLRQ

$KROG 'HOHIQABO 5HSRUW
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, Q $KROG "HOKDL]H IDFHG HFRQRPLF SUHYYoUYFLY &RQis ey hani by hYER WV \Hpu(z oursnz s
6/2:'2:1 ,1 *'3 *52:7+
7KH \HDU ZDV PDUNHG E\ KLJK HFRQRPLF YRODWLOLW\ SDUWO\ FDXVHG E\ SRVW SDQGHPLF HIIHFWV VXFK
DV VXSSO\ FKDLQ FKDOOHQJHVY ODERU PDUNHW LQVWDELOLW\ DQG WKH ULVH RI LQIODWLRQ SDUWO\ UHVXOWLQJ IURP
5XVVLDxV ZDU LQ 8NUDLQH 7KH ZDU SURYRNHG RQH RI WKH KLIKHVW HQHUJ\ SULFH VKRFNV VLQFH ZKLFK
OHG WR D JOREDO HFRQRPLF VORZGRZQ VRXUFH U(FRQRPLF 2XWORRN U 2UJDQL]DWLRQ IRU (FRQRPLF &R
RSHUDWLRQ DQG '"HYHORSPHQW 2(&' :KLOH JURVYV GRPHVWLF SURGXFW *'3 UHDFKHG JOREDOO\ LQ
WKH 8 6 VKRZHG D JURZWK RI DQG WKH (XUR DUHD D JURZWK RI VRXUFH U'DWD PDSSHU U

,QWHUQDWLRQDO ORQHWDU\ )XQG

5HDO JURVV GRPHVWLF SURGXFW *'3 JURZWK({ Z (XURSH 7 86

6RXUFH 2(&" 0ODLQ (FRQRPLF ,QGLFDWRUV &&, $PSOLWXGH DGMXVWHG /RQJ WHUP DYHUD

685*,1* /(9(/6 2) ,1)/$7,21

2XU VHIPHQWY H[SHULHQFHG XQSUHFHGHQWHG JURZWK RI LQIODW
FRPPRGLWLHY IRRG ODERU DQG HQHUJ\ LQ DOO RI RXU EUDQGVx
YDULHG VLIJQLILFDQWO\ SHU VHJPHQW

,Q (XURSH WKH &RQVXPHU 3ULFH ,QGH[ &3, JUHZ VWHDGLO\ WKU/I
R LQ 4 7KH 8 6 UHFRUGHG DQ DQQXDO LQIODWLRQ UDWH RI
LQFUHDVH WKURXJKRXW WKH \HDU zZDV OHVV VKDUS WKDQ LQ (XUR
G\QDPLFV LQ DOO WKH FRXQWULHYV ZKHUH RXU (XURSHDQ EUDQGYV
*'3 UHSUHVHQWYV WKH WRWDO YDOXH DW FRQVWDQW SULFHV RI ILQDO JRRGV DQG VHUYLFHV SUR H RYHUS; R%WDO L%WHUIH WLR% %VXSSRUW RI FRQVXPHUV DC
6RXUFH ,0) *'3 UHSRUWV $QQXDO SHUFHQWDJH FKDQJH Gﬁﬁ(ﬁ\;w]ﬁﬂg \f 6 éjv %h‘?é ISU/W WL V\i%WO II-F HUJ\ FRPSDQLHY OLPLW HQ
SULFLQJ WR OLPLW LQIODWLRQ

JRRG LQIODWLRQ UDWHV ZHUH XQGHU HYHQ KLJKHU SUHVVXUH ZL

"(&5($6(" /(9(/6 2) &21680(5 &21),"(1&( LQ (XURSH DQG LQ WKH 8 6 E\WKHIRXUWK\TXDUWHU RI
7KH JDS EHWZHHQ LQFRPH DQG WKH FRVW RI OLYLQJ ZLGHQHG \/\H@LFF%’)URW\(NE\ FK?@ékﬁﬂlé’Vl‘—" SVWW%[S%%} §5WV O EX\LQJ LQ EX

SRZHU SXVKHG WKH FRQVXPHU FRQILGHQFH LQGH[ WR D UHFRUGD (WR%RleH Exc)'-§< FLQJ XWLOLWLHV FF
VRXUFH UODLQ (FRQRPLF .QGLFDWRUV U 2(&" DWLQJ VKRSSLQJ KDELWV DV LQIODWLRQ SXVKHV XS SULFH U &1

$KROG "HOMOAAXBO 5HSRUW
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. 5o _ (s &RQVMB VSHQGLQJ LQFUHDVHG GHVSLWH D GHFUHDVH LQ SXUEKDYV
&RQVXPHU 3ULFH ,QGH[ &3, DQG &3, Z 2(& Z (XURSE 86 7 jgg Z [RR  WUHQG WHOOLWAMG FKDQJHV LQ VSHQGLQJ EHKDYLRUV &RQVXPHUYV
FRQVFLRXV GHFLVLRQV DERXW VSHQGLQJ PRQH\ DV HQHDPBIOMHOV
FRQVXPHUV FXW EDFN RQ KRVSLWDOLW\ DQG QRQ HVVHQWLDO H[S
DQG IXUQLRKUFHHRPHPEHU &RQVXPHU 6XUYH\ O 5HWDLO DQG &F

*OREDO FRQVXPHU VSHQGLQJ GHYHORSPHQW Z 1RQ JURFHU\Z *URFHU\

6RXUFH 2(&' &RQVXPHU 3ULFH ,QGLFHV O &RPSOHWH 'DWDEDVH

67((31&5($6( ,1 &21680(5 *52&(5< 63(1',1*

&RQVXPHU VSHQGLQJ JURZWK ZDV FRQVLGHUDEOH LKRPSD WH® FKR QJ WULOOLRQ JOREDOO\

WULOOLRQ LQ 6SHQGLQJ LQ WKH QRQ JURFHU\ VHFWRU RXWSDFHG JURFHU\ VSHQGLQJ DW YHUVXV

UHVSHFWLYHO\

6RXUFH (GJH 5HWDLO ,QVLJKW E\ $VFHQWLDO_ ODUNHW O *OREDO &RQVXPHU 7UHQGV LQ 86' DW HI[F

'"HVSLWH ORZHU RYHUDOO *'3 JURZWK GXULQJ WKH \HDU SHUVRQDO FRQVXPSWLRQ LQFUHDVHG &RQVXPHU
VSHQGLQJ JUHZ E\ JOREDOO\ LQ DQG LRU(XURBHUVURFHUBYBPUH 2676 2) 352'8&76
D SHUFHQWDJH RI FRQVXPHU VGHQGLAKL@BY LQ WKH 8 6 \VLRXURBFKHGEYV IRU IRRG FRPPRGLWLHY VSLNHG FRQVLGHUDEO\ LQ O H
(GJH 5HWDLO ,QVLJKWYV E\ $VFHQWLDO GULYLQJ XS IRRG SURGXFW FRVWV JOREDID®\L DL RRR B | DADICH $IQ L &

)$2 IRRG SULFH LQGH[ VKRZV WKDW WKH SULFHV IRU ILYH PDLQ F

‘RUOG HITHFW RQ IRRG UHWDLOHUYVY DQG FRQVXPHUV

*URZWK JURFHU\ VSHQGLQJ )$2 IRRG SULFH LQGH] Z %2
*URFHU\ DV Rl WRWDO FRQVXPHU VSHQGLQJ

8QLWHG 6WDWHYV

*URZWK JURFHU\ VSHQGLQJ

*URFHU\ DV Rl WRWDO FRQVXPHU VSHQGLQJ

(XURSH

*URZWK JURFHU\ VSHQGLQJ

*URFHU\ DV RI WRWDO FRQVXPHU VSHQGLQJ
6RXUFH (GJH 5HWDLO ,QVLJKW E\ $VFHQWLDO YDULRXV UHSRUWYV LQ WKH GDWD IRU DQG KDV EHHQ UH VWDWHG E\ $VFHQWLDO

6RXUFH )RRG DQG $JULFXOWXUH 2UJDQL]DWLRQ RI WKH 8QLWHG 1DWLRQV )$2 IRRG SULFH LQ
SULFH LQGLFHV PHDW GDLU\ FHUHDOV YHJHWDEOH RLOV DQG VXJDU

$KROG "HOMOAAXBO 5HSRUW
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,1&5($6( ,1 120,18/ :$*(6 $1' 6$/%$5,(6 G, VDODULHY IRY (XPROMDIQ ZRLUNHIGY 7, 02HY 2QG VDODULE
$V D UHVXOW RI ULVLQJ LQIODWLRQ ZDJHV DQG VDODULHV LQ ERWK (XURSH DQG WKH 8 6 URVH LO FRPSDUHG W

WKH SUHYLRXV \HDU 'HVSLWH WKLV WKH HFRQRPLF VORZGRZQ ULVLQJ LQIODWLRQ DQG WKH VWDUW RI UHFHVVLRQDU\
EHKDYLRUV LQFOXGLQJ UHGXFHG DQG PRUH FDXWLRXV VSHQGLQJ DOO LQFUHDVHG FKDOOHQJHV RQ KRXVHKROG

EXGJHWV ([SUHVVLRQV VXFK DV UKHDW RU HDWU ZHUH FRPPRQSODFH DV GUDPDWLF ULVHV LQ JDV DQG HOHFWULFLW\

EXUGHQHG FRQVXPHU VSHQGLQJ ,Q WEHRUSH B WD KH\ KIHUG WIOID® WAKH SUHYLRXV

\HDU DW URXJKO\ LQ V R X/ D EHRGIE BBW AKW HVX RHZV UHOHDVH RQ (PSOR\PHQW
&RVW ,QGH[ 'HFHPEHU ,Q (XURSH ZDJHV DQG VDODULHV URVH VLJQLILFDQWO\ LQ HDFK RI WKH ILUVW WKUHH
TXDUWHUV RI WKHUH ZDV D \HDU RYHU \HDU LQFUHDVH RI DURXQG VRXUFH U(XUR LQGLFDWRUV

U0 (XURVWDW 0DQ\ FHQWUDO EDQNV KDYH UHDFWHG WR WKLV VSLNH E\ VWDUWLQJ WR DJJUHVVLYHO\ WLJKWHQ
PRQHWDU\ SROLF\ 7KHVH HIIRUWY DUH DLPHG DW SUHYHQWLQJ IXUWKHU LQIODWLRQ JURZWK VRXUFH ,0) YDULRXV
UHSRUWYV LQ $XJIXVW

'"HVSLWH VLIJQLILFDQW QRPLQDO ZDJH LQFUHDVHV LQ UHDO ZRJhV(xGHF oL @HG drQWRBQ) FRXQWULHV GXULQJ WKH

\HDU LQFUHDVLQJ SRYHUW\ OHYHOV LQHTXDOLW\ DQG VRFLDO XQUHVW DV ZHOO DV FRVW SUHVVXUH IRU EXVLQHVVHV
,QIODWLRQ URVH SURSRUWLRQDOO\ IDVWHU LQ 1RUWK $PHULFD ﬁg?%%%X%%gﬁ@H\%%%g,wg%%RssHG E\ LQMWKHs 7 o6
ILUVW KDOI RI ZKLOH LQ WKH (XURSHDQ 8QLRQ UHDO ZDJH 95 K c H PH SHULRG

VRXUFH U5LVLQJ LQIODWLRQ EULQJV VWULNLQJ IDOO LQ UHDO ZDJHV ,/2 UHSRUW ILQGV U ,QWHUQDWLRQDO /DERXU
2UJDQL]DWLRQ

7KH RYHUDOO HPSORABDW QW IVE @/ DWKILRRX J K R X W ZLWK WKH H[SORVLRQ RI XQHPSOR\PHQW DW

WKH EHJLQQLQJ RI WKH &29," SDQGHPLF KDYLQJ VHWWOHG ,Q WKH 8 6 WKH XQHPSOR\PHQW UDWH GHFUHDVHG
WR D KLVWRULFDOO\ ORZ UDQJH RI VLQFH ODUFK 7KH QXPEHU RI XQHPSOR\HG SHRSOH

UHPDLQHG XQFKDQJHG DW DURXQG VL[ PLOOLRQ WKURXJKRXW WKH \HDU VRXUFH U7KH (PSOR\PHQW 6LWXDWLRQ
'"HFHPEHU U086 %XUHDX RI /DERU 6WDWLVWLFV ,Q (XURSH WKH XQHPSOR\PHQW UDWH FRQWLQXHG WR
GHFUHDVH WKURXJKRXW IURP RQ DYHUDJH LQ 4 WRZDUG LQ 1RYHPEHU VRXUFH
U(XURLQGLFDWRUV 1RYHPEHU U (XURVWDW

:DJHV DQG VDODULHV IRU 8 6 FRYWXKLD QKDRQUMHUY  Z :DJHV DQG VDODULHYV

6RXUFH 2(&" /DERU PDUNHW VWDWLVWLFV

6RXUFH 8 6 %XUHDX RI /DERU 6WDWLVWLFV &KDUWV UHODWHG WR WKH ODWHVW U(PSOR\F

$KROG "HOMOAAXBO 5HSRUW
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*
63,.,1 (/(&75 &,7< &2676 ODUNHW \LHOG RQ 8 6 7UHDVXU\ VHEXULWLHV DV *6
(XURSHDQ HQHUJ\ PDUNHWY KDYH EHHQ WLJKWHQLQJ HYHU VLQFH WKH SDQGHPL EXW WKLV HVFDODWHG DIWHU KH

5XVVLDQ LQYDVLRQ RI 8NUDLQH +LJKHU JDV DQG DV D UHVXOW HOHFWULFLW\ SULFHV FRQWULEXWHG WR KLJKHU
LQIODWLRQ GXH WR WKH KHDY\ UHOLDQFH RQ JDV IURP 5XVVLD DURXQG RI WRWDO (8 JDV FRQVXPSWLRQ
VRXUFH U,QIRJUDSKLF O :KHUH GRHV WKH (8xV JDV FRPH IURP"U (XURSHDQ &RXQFLO (OHFWULFLW\ SULFHV LQ
(XURSH LQFUHDVH 30AKREPQ WKH ILUVW KDOI RIZK LRVKH VHFRQG KDOI RI

VHH WKH JUDSK U)XWXUHV SULFHV IRl WXH AHWKHUQFQEBVIHQGQ%HOJLXP
HOHFWULFLW\ SULFHV LQ WKH 8 6 ZDV \PPXUJER DO6 KRWP\S DUHIGPWR HX¥ D\RBXHWORRN U
86 (QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ

0ODQ\ JRYHUQPHQWYV KDYH WULHG WR PLWLJDWH WKH LPSDFW RI VRDULQJ HOHFWULFLW\ SULFHV IRU EXVLQHVVHV DQG
FRQVXPHUV E\ FRYHULQJ SDUW RI WKH FRVWY VRXUFH 9DULRXV QHZV LQ %ORRPEHUJ $KROG 'HOKDLI]H

VHFEXUHV LWV HOHFWULFLW\ VXSSO\ DQG SULFHV E\ SXUFKDVLQJ WKH HOHFWULFLW\ LQ DGYDQFH ZKHUH SRVVLEOH WKLYV
DOORZV WKH FRPSDQ\ WR PDQDJH WKH ULVNV DULVLQJ IURP WKH YRODWLOH HQHUJ\ PDUNHW

6RXUFH %RDUG RI *RYHUQRUV Rl WKH J)HGHUDO 5HVHUYH 6\VWHP 8 6 ODUNHW \LHOG RQ 8 6 7UHDVX
RQ DQ LQYHVWPHQW EDVLV >'*6 @ UHWULHYHG IURP )5(" )HGHUDO 5HVHUYH %DQN RI 6W /RXLV

JXWXUHV SULFHV IRU WKH 1HWKHUODQGYV DQG 9%ZHMYKHRPOZGEHY ¥ *P

)25(,*1 (;&+$1*( 5$7( )/8&78$7,216

,Q WKH YDOXH RI WKH 8 6 GROODU UHDFKHG LWV KLJKHVW OH
LQFUHDVHV KLIJK LQIODWLRQ DQG UHODWLYHO\ VWDEOH HFRQRPL
PHDQ IRU GHYHORSLQJ FRXQWULHV"U 81 '"HSDUWPHQW RI (FRQRPLF
LQFUHDVHG VLIJQLILFDQWO\ LQ $V D UHVXOWDWKIHQ & W VERH 6 X |
VRXUFH %ORRPEHUJ $ VWUHQJIJWKHQLQJ GROODU SRVLWLYHKB\ L
PDMRULW\ RI WKH $KROG 'HOKDL]H EUDQGVx RSHUDWLRQV DUH OR
8 6 GROAXDLBX LV WUDQVODWHG LQWR HXURV IRU FRQVRORMHNRG
WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

&+$1*( ,1 7
$9(5%*( $118]9

6RXUFH ,&( (1'(; 9%/8( 2) 7
&855(1&< &855(18&

5,6,1* ,17(5(67 5$7(6 8 6 GROODU 86" (85
2XU RSHUDWLRQDO UHVXOWY ZHUH DOVR DIIHFWHG E\ WKH PRY}F &]HFK FURZQ &=. (85
FRQVWDQW PDWXULW\ PDUNHW \LHOG RQ 8 6 7UHDVXU\ VHFXUL)\ 5RPDQLDQ OHE21 (85
IDYRUDEO\ LPSDFWHG WKH SUHVHQW YD® D RLWXRQLYRXW R DWH
RWKHU SRVW HPSOR\PHOW EHQHILWY ZHUH SRVLWLYHO\ DIIHFW|6HUELDQ GLQBB' (85

GHWDLOV RQ SHQVLRQAWRWBQ EH IRXQG LQ 6RXUFH $YHUDJH H[FKDQJH UDWHV %ORRPEHUJ

$KROG '"HOHQXABO 5HSRUW
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*5283 3(5)250$1&(

v 0,//,21 &+$1*( &+$1*
1HW VDOHV

21 ZKLFK RQOLQH VDOHV

&RVW RI VDOHV

*URVV SURILW

1(7 6$/(6

YV

&203$5$%/( 6$/(6 *52:

(;&/8",1* *$62/,1( 6%/ ( (NI
2SHUDWLQJ H[SHQVHYV

2SHUDWLQJ LQFRPH

1HW ILQDQFLDO H[SHQVH

,QFRPH EHIRUH LQFRPH WD[HV

,QFRPH WD[HV

6KDUH LQ LQFRPH RI MRLQW YHQWXUHV

23(5%7,1* ,1&20(

vV ,OFRPH IURP FRQWLQXLQJ RSHUDWLRQV
,QFRPH ORVV IURP GLVFRQWLQXHG RSBUDWLRQV (0]
81'(5/<,1* 23(5%$7,1* 1HW LQFRPH
,1&20(
2SHUDWLQJ LQFRPH
$GMXVWHG IRU
YV ,PSDLUPHQW ORVVHV DQG UHYHUVDOVOQHW
*DLQV ORVVHV RQ OHDVHV DQG WKH VDOH RI DVVHWYV ) QHW
81'(5/<,1* 23(5%$7,1* SHVWUXFWXULQJ DQG UHODWHG FKDUJHV DQG RWKHU LWHPYV
0%$5*,1 8QGHUO\LQJ RSHUDWLQJ LQFRPH
8QGHUO\LQJ RSHUDWLQJ LQFRPH PDUJLQ SIS
SRAY 8QGHUO\LQJ (%,7'$
8QGHUO\LQJ (%,7'$ PDUJLQ Ss
R LA D B LR b e RU Sl PLOOLRGIE PheORe e

PLOOLRQ PHQWLRQHG LQ WKLV IRRWQRWH UHODWHYV WR LWHPV WKDW ZHUH H[FOXGH

YV
$W FRQVWDQW UDWHYV

$KROG '"HOHQXABO 5HSRUW
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6+$5(+2/'(56 ,1)/$7,21 +$6 $ 326,7,9( ,ORUHLIQ H[FKDQJH WUDQVODWLRQ
VLJ ILFDQW HIIHFW RQ WKH ILQD

21 '63/(6 %87 § 1(*57,9( LLIELEDAW HINEW RQ WK 110D

1HW LQFRPH SHU VKDUH DWWULEXWDEOH WR FRPPRQ VKDUHKROGHUYV 2bv3®2), 7$%,/,7< WKH 8QLWHG 6WDWHV DQG GHQRPI

$KROG HOKDL]H GHOLYHIGROODUV Q DGGLWLRQ LQWHUH\
8QGHUO\LQJ LQFRPH SHU VKDUH IURP FRQWLQXLQJ RSHUDWLRQV 7| \wK VWURQJ VDOHV JURZWK ZSRVLWLYH HMHEW RG RXU *URXS R
"LYLGHQG SD\RXW UDWLR SSVWURQJ XQGHUO\LQJ RSHUDWLCPDUJLY DV FRQVHTXHQWO\ KLJKHU
. VDOHV ZHUH GULYHQ E\ SRVLWLIQVXUDOFH BOGSHQVLRQ OLDELO
LYLGHQG SHU FRPPRQ VKDUH SRVAYDRYED Db 2N

Q Q FRPSDUDEOH VDOHV JURZWK H[UHOHDVH LQ UHVHUYHV YHUVXV Ol
IRUHLJQ FXUUHQF\ WUDQVODWLRQ EHQHILWYV KLJKHU

JDVROLQH VDOHV DQG WR D OH2YHUDOO QHW VDC W VHG
27+(5 ,1)250%7,21 (1 DFT?(LVLWLRQ 7QKH DFETXLVLPLOGXH WR KLIKHU SULFHV ZKLO

R ) SR w Mo LB WERFIHBYHC TROORZLG) Wik Rz

LHW GHEW FRPSOHWHG LQ 6HSWHPEHU ITURP_WKH SLLI—]VVXUH RQ FRQVXPHL
VLIJQLILFDQW &29, UHODWHG 3UHVVXUH RQ XQLWV SHU EDVNHW
JUHH FDVK IORZ WKURXJKRXW DSDUW IURP WYLVLEOH ICQ ERWK UHJLRQV WKUR>
&DSLWDO H[SHQGLWXUHV LQFOXGHG LQ FDVK IORZ VWDWHPHQW RI WKH \HDU ZKHQ EULFN DQG F...WDU VDOHV LQ WKH
H[FOXGLQJ DFTXLVLWLRQV %HQHOX[ ZHUH SRVLWLYHO\ LPSTAW'Ro6LER VHOLYV YUHZ DW GRXE
1XPEHU RI HPSOR\HHV LQ WKRXVDQGV &ROWLOXHG VXSSO\ FKDLQ GLV(8.6 . ZFLQ (XURSH QHWGHFOL@HE
% %¢ % % 9 WKH &29," SDQGHPLF DQG OoDERW YHUI ORZ VLQ 7KH QRQ VRRIWH
&UHGLW UDWLQJ RXWORRN 6WDQGDUG 3R FSIRML VWD O ZKHPDUV UHRSHQHG UHVXOWHGFRPPHUFH PDUNHWYV RI RXU (XURS
o o RYHUDOO SULFH LQIODWLRQ HVYRIWHQHG DQG FDXVHG D Gy I1LFX(
&UHGLW UDWLQJ RXWORRN ORRG\xV VWD VWDEOH 6 ODERU PDUNHWYV DQG WKH EUREERZSPDF;JS\\%V%%-L-%WT:RICEUUVHWWEEL)SIVIT
&HUWDLQ NH\ SHUIRUPDQFH LQGLFDWRUV FRQWDLQ DOWHUQDWLYH SHUIRUP D QF HHRHDMMLIRIYV T (XURSH LQIODWLRQ ZDV HYHQ I, Q ueNEl 9 9"'""" ST
DE £ 1 VIDMFVRIGRQ R I WKLY 500XDO 5HSRUW WKH ZDU LQ 8NUDLQH UHVXOWLSULRU THDU ORENGARAQ PHDVXUHYV
JRU UHFRGFLOLDWL RO A AK HOr K KIOR D RS R W LQFUHDVHG HQHUJ\ SULFHV 7K PREIWH WK KEIR' LY DWLRQD UL
LQFUHDVHG DQG KRXVHKROGV ZJURVV'EURILW BJS XQGHUO\LQJ H
SUHVVXUH ZKLFK KDV OHG WR [ZH R DEOH WR VDTHIXDUG PDUJLQ
EHKDYLRU LQ ERWK RI RXU VHIPFEYH'IRU 2XU &XVWRPHUV FRVW VI

ORFDO EUDQGY DOVR H[SHULHQ. DQG.\_/_X_SSO\ FKDLQ DQG LQWHQVLY
RI LQIODWLRQ WKH ZDU LQ 8NUVXSSOLHUV WR PLWLJDWH FRVW L
KLJKHU HQHUJ\ SULFHV 2XU FR\ZKLOH DO SUHVVXUH RQ WKH RSHU
VLIQLILFDQWO\ DV ZHOO DV RWLQFRPH 7KDQNV WR WKHVH JUHDW
SUHVVXUH RQ WKH XQGHUO\LQJ XQGHUO\LQJI RSHUDWLQJ PDUJLQ F
'"HVSLWH WKHVH FKDOOHQJLQJ FEGHEURDVA T WR "KROG
"HOKDL]HxV ORFDO EUDQGV ZHUH DEOH WR PHHW WKHVH

QHZ FRQVXPHU GHPDQGYV DQG S )UHH FDVK IORZ LQFUHDVHG \HDU
LQIODWLRQ UHDOLVWLFDOO\ XV DW FRQVWD PLO GUIR'HQ
XQGHUVWDQGLQJ RI FRPPRGLW\EV'VWUROQ RSHUDWLQJIFDVK IORZ
PDUNHWYV +RZHYHU VRPH RI RXgWD\ ' 'SDLG LQFRPH WD
ZHUH IDFHG ZLWK UHVWULFWLR@R{ VTV P LD WKH 86 YHUVX
ORFDO PDUNHWYV

$KROG '"HOHQXABO 5HSRUW
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1HW VDOHYV RV i#UO/MLLRK

1HW VDOHV FRQWULEXWLRQ E'

7 7KH 8QLWHG 6WDWHV
Z (XURSH

$KROG 'HOHIQABO 5HSRUW

67521* ,1&5($6( ,1 1(6 6$/{HW VDOHV H[FOXGLQJ JDVRE\QH HREMNWRAHED-QH V
1HW VDOHV IRU WKH ILQDQFLDO \HDU B! QRK%FRPSDUHG Ve R/

-DOXDU\ ZH PLO D FRQVWDQW HI[F QJHV UDWHV ¢
LQQFU R PLO F FR%QSDUH](PVROLQH LQFUHBWHG PQOORRQ UHVWD W $i83 (
WR QHW PLO IRU WKH ILQD FLd:cBPSDUHG VOROHYVY JURZWK Rl KHDOWK\ RZQ

EUDQG IRRG VDOHV DV D
\HDU HQG-DQXDU\ $W FRQVWD LQOV GULYHQ E\ LQIODWLRQ
H[FKDQQJH USWHV QHW VD%HV ZRUKHFHY gQ RXU EUDQGVx VWRUF SURSRUWLRQ RI WRWDO

PLO R WUDQVODWLRQ EHQHILWV DQG [RZQ EUDQG IRRG VDOHV
DFTXLVLWLRQ Rl '((1 VWRUHV LQ WKH
*DVROLQH VDOHV L W® E\THWKHUODQGV 'XULQJ ZH IXUWKHU LQFUHDVHG \
PLO $W FRQVWDQW H[FKDQJH UDWHYV KHDOWK\ RZQ EUDQG SURGXFWV D

JDVROLQLQFU} BWHG GULYHQ E\QVREGLWLRQ FRPSDUDEOH VDOWRWY B8 ZAYH HIFOEELRRTKVDOHV W
RQJRLQJ ZDU LQ 8NUDLQH OHDGEBYR¥PR @HFRBYH ¥ HRtRPVHG EMLQFUHDVH UHVXOWHG IURP WKH FF

LQFUHDVH LQ JDVROLQH SULFHVFRRSEEHCCWR @ RXU (XURSHDQ EUDQGV WR UHIRUF
WKHLU RZQ EUDQG SR B GXPWSWOMHMQJ
1HW VDOHV VSOLW E\ FDWHJRU\ '"HOKDL]H 6HUELD LQWURGXFHG PR
gr$1%( TXDOLI\ DV $ DQG % XQGHU 1XWUL
9(5686 35,25 H[SDQG LWV KHDOW®\VDR/H RBUW PW R
SEEREYAFERIRI® UHVXOW ZDV GULYHQ E\ KLIJKHU YF
&9+($516*8(6 (&_(2&127127 (&_f&ﬁzfﬁ( PL[ VXSSRUWHG E\ LPSURYHG FXV
v 0,//,21 35,25 <($5 &+$1*( ’ 5%$7(6 ’ 58$7( SURSRVLWLRQV )RU H[DPSOH LQ
TR LQWHJUDWHG WKH *XLGLQJ 6WDUYV
SURJUDP WKURXJK LQ VWRUH FRPF

leéiELVFK JDVROLQH PDUNHWLQJ FDPSDLJQV
6Hla6* vwDwHPROWRUH LQIRUPDWL
%g\\yR\éDLOHV HIFOXGLQJ ZH PHDVXUH WKH SHUFHQWDJH RI

QH VDOHYV

21 ZKLFK RQOLQH
VDOHV

2ZQ EUDQG KHDOWKYV IERFO® VR
I1HW FRQVXPHU

RQOLQH VDOHV
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2QO0LQH VDOHV FRQWLQXHMEHWRPQE RIQ\ RWKHU LQLWLDW!
LHW FRQVXPHU RQEL@OVRQHYV C ZH FRQWLQXHG WR GHOLYHYRAWKR RHW RQOLQH VDOHV IR
FRQVXPHU RQOLQH VDOHV ZKLFRODFRROWHGHERVKH EUDQGYV WR R

PLOMIR® LQFUHDVIDGWE! SHUVRQDOLJHG GLILWDO H[SHULH

FRQVWDQW H[F 2QOLQH VDOHV JIRFWk PQBORYWILPSURYHG WHFKQFR
FROWULEXWRIGO WR QHW OHV VWDELOLW\ DQG VFDODELOLW\ VX

PLO JLRQ VLWH DYWDLODELOL

ORVW RI WKH RQOLQH VDOHV JURRWXYRSIH LQDWHE&QYRBHU RQOLQ
WKH 8 6 ZKHUHD FRQWLQXHG sSRVLwLYHH GHFOLQH ZDV GXH WR .
WUHQG RI FRQVXPHUV VKLIWLQJPWRRRBDY B @Rﬁ@ﬁW%ERQGLWLRQ\'
1HW RQOLQH VDOHV DW WKH 8 6 2ZEbDo ERQAWEBRWYIGSDM D KLIK VL

LQ FRQVWDQW VXSSRUWHBE&HRFY DQRG PRUWDU QRQ IRRG UHV
LQFUHDVHG QXPEHU RI FOLFN DSRPROWHRUY\ BRYPRFNGRZQ PHDV.

Y LQ 7KLV JURZWK ExWV&dV W TXDUWHU RI WKH \HDU‘
WKH VWURQJ FRQVWDQW FXLEL‘}H%E’\H RIWNPH Qs FRO FRP H[
2Q0LQH VIEQ®WLRQ 7 2QOLQH VDOAVERQWULEXWLRQ WR $KROG 'H@EXDHIHK Y. RN D¢HD U FDWHJRULHV LQFUHDVHG WKH QXI|

SDUWQHUV DQG DJDLQ LQFUHDVHG
2XU ORFDO EUDQGYVY IDFLOLWDWHG PDQ\ LOQLWLDWLYHV WKDW
HQDEOHG WKLV JURZWK 6RPH RiKpPU LEQEIRRScH FRPPHUFH VRIW
HGXFWE&H PLQLPXP RUGHU YDOXWPRHY PMWURKFPH(XURSHDQ EUDQGYV
DQG GHOLYHU\ IHHV DQG RWKHUG®RMD d*\&g?—l'-zW, W DD FW L QI WK
JHRJUDSKLHV )XUWKHUPRUH WRBRVELDIBYLIFEGRGGLILWDO DGYHL
SLFN XS ORFDWLRQV DW VWRUHY BRIV MWK HILEP YDHWBLRQ RI FR
WLPHY DGGLUWRRQEDYIUROOHG R MW V QRW RQO\ OHG WR LQFUI
PRUH WKDQ VWRUHV UHGXFLB8® YR WRWRFWWRY He VDOHV
DYHUDJH RHRIHQFLQJ LV D VHUYLFH WKDW

WULJJHUV DQ DFWLRQ ZKHQ D GHYLFH HQWHUV D VHW
ORFDWRBQI[DPSOH LW HQDEOHV FOLFN DQG FROOHFW

WHDPV WR UHFHLYH D PHVVDJH ZKHQ D FXVWRPHUXV

SKRQH LV QHDU WKH VWRUH HQDEOLQJ WKHP WR FROOHFW

TUGRUY Lo BEYDOTH BOS nRaxTH zoLw WL Ry
SICALE /KB 6 EUDQGV UH DVVHVVHG WKH 35,60 SODWIRUP

RI RQOLQH JURFHU\ SHQHWUDWLRQ SS SURSULHWDU\ VRIWZDUH ZKLFK HQDEOHV WKH

6HH MEIHQIWIRQV DQOG IRAEPRYHDVOURQFDWLRQ RQ KRZ WKLV LV FDOFXODWHG DXWRPDWLRQ RI FRPSOH[ SURFHVVHV DQG WKH
PDQDJHPHQW RI GRFXPHQWY DQG GDWD LQ
'"HFHPEHU ,Q WKH 8 6 VHJPHQW ZLOO

ZRUN WRZDUGY IXOO LPSOHPHQWDWLRQ E\ PLIJUDWLQJ
JRRG /LRQ DQG +DQQDIRUG WR WKLV SODWIRUP

$KROG 'HOHIQABO 5HSRUW
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*5266 357), JRRG ZDVWH

*URVV SURNEEA ZDVPLOORRQ
FRPSDUHG WW FRQVWDQW H[FKI

UHVWDWHRA$®S5*
JURVV SURILW LQFBHOUVURBRBQE\ =
*URVV SURILW PDUJLQ JURVV S 7TRQQHV RI IRRG ZDVWH SHU IRRG VDOHV W PLOOLRQ

RI QHW VBWHWVDV D GHFUHI UHGXFWLRQ LQ IRRG ZDVWH SHU IRRG VDOHV W PLOOLRQ

DSSUR[LPDWHO\ EDVLV SRLQWYV; ﬁ'ﬂ?é&LﬁW&d\’Lv PHDVXUHG DJDLQW W R oidienr mamchimoomRUH LQIRUPDWLRG

LQ DIIHFWHG PDLQO\ E\ DQ LQFUHDVH LQ R

EUDQG x R RAQDOFS/ G LV WHLSEXQW HR/Q

DV ZHOO @O\VOMMPEDFMQRODWLRQ RAGXFLQJ IRRG ZDVWH LV QRW RIAPFIWRRRXBXEREFWDQGY FRQWLQXHG WR ILQG

YHQGRU DUVO@RUDQEHSUHVVXUH GUAYKR@WEIQW VXVWDLQDELOLW)\ .BQARERYNWWONVR ZPOVLWRRUMGFW IRRG ZDVWH E\ JLYLQJ
IRRG LQIODWLRQ KDV EHHQ PLO @Y HFERRED UHSURRHVEKXU PDUJLQRXVWRPHUV DFFHVV WR IUHVK SURGXFH PHDW GDLU\
PDUNHW GXH WR FRQWLQXHG VDYLQJV LQLWLDWLYHYV EDNHU\ DQG RWKHU LWHPV QHDULQJ WKHLU EHVW E\ GDWH
DFURVV WKH EXVLQHVV GULYHQ E\CRYY WXERGWRERHYV RITRRG gW VAN SEMQMR &1 Xs wWR RIl )RU H[DPSOH LQ WKH

$EVROXWH IRR® Z\DKRXWDQGV |

6DYH IRU 2XU &XVWRPHUV SURJVPPHQEBuUwWLFRBBBUHG WR 86 WKHEUDQGY SDUWQHUHG ZLWn)@BMKWRRG  Bd DSS sxuHV zHUH

LQFUHDVLQJ U%X\ %HWWHUU LQLYLDW IpHA\R B RW H/ RRAE LN w H V\FF%WW(EW@UV FDQ XVH WR FKHFN erg?%ueggmemmammm\mj.HRHJQWH
DOOLDQFHV WKRXVDQG WROEMY WKDQ WHKH RG QHDULQJ LWV H[SLUD BCPYPRRH 7KH PRELOH

o
WKRXVDQG WRQQHV LQ 20QH 2% KXY &Y Y4lgyODU VKRSSHUV VDYH RYHU D
UHGXFH IRRG ZDVWH LV WKURXJH"HRURBQGWdﬁIHlJRP J&JRLFHd"\ ELOOV DQG VWRSV WKHVH

RXU EUDQGYV GRJDVQNGOG | PR GPRF WV QJWR ZDVWH $QRWKHU H[DPSOH LV
IHHG SHRSOH FRPSIDUHG WR OEHUW +HLMQxV UHFHQWO\ ODXQFKHG U/HIWRYHUVU

FDPSDLJQ SURYLGLQJ SULFH VDYLQJV RQ SURGXFWYV
JRRG VD@WWHBVHG PDL@IALYHQENLQJ SKDVHG RXW RU OHIW RYHU DW WKH HQG RI WKH
LQIODDMIRB[FKDQJH UDWHYV GD\

6HH [ﬂm\fP\/WDV\IHPFHLQWP?/UH LQIRUPDWLRQ RQ
KRZ ZH PHDVXUH RXU SHRGRAUPDWHH RQ IR

$KROG 'HOHIQABO 5HSRUW
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23(5%7,1* (;3(16(6 &DUER®L\RQV &DUERQ HPLVVLRQV IURP UHIULJH!I
,Q RSHUDWLQ JLIQ[BSHDE NG ZDV WKRXVDQG WRQQHV FRP
P ko W FROVW D oW h UHVWDWHGSS - ( HPL\YK/}T_FI;XQ\QDSSUWVRT?(QDB\}{N;%WD%E
PLOQ $W FRQVWDQW H
UDWHV Rsﬁ%wu_@,gum?mw@@%v $EVROXWHTE2YDOHQW HPLVVLRQV IURP RZQ RSHUDWLRQV 7KLV ZDV GULYHQ E\ RXU EUDC
PLOORRQ $V D SHUFHQWDJH VFRSH DQG  WKRXVDQG WRQQHV UHIULJHUDQWV ZLWK D ORZHU *OR

VDOHV RSHUDW GOIF B HSEYGI\GH V UHGXFWLRQ LQ DENVROBPWH®@E HPLVVLRQV IURP RZQ *:3 DQG DQ LQFUHDVH LQ OHDND/
SHUFHQWDJH SRLFRRSWRHG WR_RSHUDWLRQV VFRSH DQG FRQWLQXH WR LQVWDOO UHIULJHU
LQ ([FOXGLQJ JDVROLQH VDOHVsDXEWDAY E\RIQ NAVD QHWW D W WE R X VB QEGHW RQ B ERIDOH QW H bisv wwnw hewemarui O RZHU *:3 RU HYHQ QDWXUDO UHI
H[FKDQJH UDWHV RSHUDWLQJ H[SHBYWRPWLBY D WKH\ UHPRGHO VWRUHV 7KLV KHO
SHUFHQWDJH RG HFHWM DADHGH V Nt FRQWLQXHG wr LQvwDOooPHQHUYR HHRELHTE
SHUFHQWDJMHSSRDOWQJ H[SHQVHEXBHVWBHBRSH DQEIXI&2DOHQW HPL EK DV OLIJKWL

QI EHW WRIULHWKH &]HFK S5HSXEOLF [
SHUFHQWDJH Rl VDOHV ZHUH VORPPkWO\ BREWKHQ. 6\ HQHUJ\ FRQV H LyVLJHUDWL \

WRPSWWHPXUHQVHQVRUV WKDW GH
FRPSDUHG WR GHVSLWH WKHHRYDAIHW QG MUTFEVERIY W O O G WKH $KROG 'H DI FHR HAIWERWOW N T XDO LW\ RI IR

FKDOOHQJLQJ HFRQRPLF HQYLURWFP REW PHEY D WL IFISHRVHYV VWRUHV F@RSQRWHUVLRQV DQGLH_R_MHU,WKDQ

LQFUHDVH LQ HQHUJ\ FRVWYV G%%@ g\i\;/ BRJ W EUDQGYV RYWBBWWGSDUWO\ UHWURILWWHG RSHQ IULJHU

RSHUDWLRQDO H[FHOOHQFH DQ V, IXHO FRC
[ PE5BRY VW RRAHWH B W WKH GRI |1 WR LPSURY B RS S bW %N\;hﬁg%H >5m>;QWRWRc

2SHUDWLQJ HISHQVHV LQFOXGH LPSDLUPHGWKIDLOFUHDVH LQ K WMP 'E;URFF' '"HOKDL]H 6HLFERLPDS>DAJH IR WIMRG W R QQHV L
ORVVHV RQ OHDVHV DQG WKH WIORUHKMORRLPOHQW HPLVVLRQV 5 pwi PRV L T O MHRK WOTFUMRQQHY LQ
UHVWUXFWXULQJ DQG UHODWHG FKBBFRPUBGGWRWIOHWU LWIEB\VHO\?V }E RH[LVWLQY Aim\fR/WDWH WRUH LQIRUPD

XQGHUVWDQGLQJ RI WKH WUHQGZUHB DVWHIGL@RUMRN HG DPRXQW H[SHFWHG DB EXW SRZHU

GHYHORSPHQW RI RXU XQGHUO\IFRREXYHGHKQG PRUH HIILFLHQW DERXW 0:K SHU \HDU RQ WKH

,PSDLUPHQW ORVVHV DQG UHYHUYVVOWNPVYDHEXLYDBRHWRMVHPLVVLRQY|, OHYHO

RQ OHDVHVY DQG WKH VDOH RI DWWV BRYMVL @QFFEHDVHG

UHVWUXFWXULQJ DQG UHODWHG R @WPL%V%BVQHH&*QQHUJW %PQ k%@H %E(%"FFRUH JUHHQ HQHUJ\
P

EHORBHUDWLQJ H[SHQVHV LQ KDVH DJUHHPHQWYV 33$V LQ

FRQVLGHUDEO\ DIIHFWHG E\ LQFUHD k@ﬁv%%HJwEMLQ FRIWKH HQHUJ\ FRQVXPHG

WKDW PDQDJHPHQW EHOLHYHV FDQ QA VWRUKMHDRPLQ GULYHUV IR '% w Vlf_L %Wg,p 1QJ LQ EUDW@H&ng\ymgBHﬁBqE\HPLVVLR
e
AR

LQ WKH 8 6 DQG (XURSEHWRZN® HWHU R VD PV DI 55 UHQHZDEOH VRXUFHV FRPSDUHG WR
PDUNHIMWZHUH WR D FHUWDLQ \fg@é QJ bog—«

GXULQJ WKH \HDU LQ KHGJLQJ R § W

DQG RSWLPL]LQJ H[SHQVHV R

UHJXODWHG PDUNHWY ZKHUH ORFDO JRYHUQPHQWV KDYH
LQWHUYHQHG ZH ZHUH PRUH DIIHFWHG DV RSWLRQV WR
PLWLIJDWH HQHUJ\ FRVW SUHVVXUH ZHUH OLPLWHG

$KROG 'HOHIQABO 5HSRUW
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$KROG 'HOKDL]H UHFRUGHG WKH5HROMDRZAWIAULQI DQG UHODWHG FKEUPPRBYc MFKHFLOOLRQ  ¢KkROG '"HOKDL]HxV VKDUH LQ LQFR
LPSDLUPHQWY DQG UHYHUVDOV RWHPSDL@PBQWW®RH DV IROORZVFRPSDUHG WRLOQIRQ 7KIHQF UH Dy PLOC]_LQ?Q RU PLOGUR®HU WK
DVVHWYV e Rl PLOOLRRDLQO\ H[SODLQHG §p Wk Hn

DU

FKDQJHV LQ JURVV SURILW DQG RSHUDWLQJ H[SHQVHYV
DV H[SODLQHG DERYH $W FRQVWXOW KO PKDRIJH DMWY XOWYV GHF
VoL 7KH 8QLWHG 6WDWHYV

RSHUDWLQJ LQFRP IR LZDYRRY PLOOERBRSDUHG WR ODVW \HDU
7KH 8QLWHG 6WDWHV

(XURSH DGGLWLRQDO PLOOLRQ WD[ FKD

- _ 6XSHU ,QGRxV UHVXOWY UHPDLQH
(LR OR *OREDO 6XSSRUW 2IILFH o 1(7),131&,38/ (;3(16(6 FRPSDUSG W R2@ D VWK DRBIUR | LQGQLY
7RWDO CRWDO 1HW ILQDQFLDO H[SHQMSEA LQ

PPDWHULDO MRLQW YHQVWWXO®VRG
PLOORRQ WR PLOOER@SDUH [E#{H WR ODVW \HDU UHODWI
PSDLUPHQW F  ZHI  PLO XR%HVWUXFWXULQJ DQG UHODWHG Kﬁ\%\?&%%%K\,@W}&%VmZDE@ H %UHRSDHHUFM\HDW MRLQWVKH(
E PLO FRPSDU 7KH PDLQ WHPV Lﬁ/\/HVXOWHGDLQCQ_I-R\Q JDL QU @1 %S{\/Eg PDWLRQ DEJ
FRQWULEXWRU WR WKLYV LQFUHD7VKI-L\5J TR H U FRPSD HVXOWLQJ LQ D PLOOIV p*ﬂ,\lﬂ OLGDWHG I
LPSDLUPHQRI HVK'LUHFW WDNHQ LQ @;BWEE
) A
WL

GROODU GHQRP 7KL
, UHVW UXFWXULQ 6?
WKLUG TXDUWHU 7KLV LPSDLUP V HQVDWHG WHUHVW
Heasny oetibies BTaRIlG ol E%?bé%@a%f;ﬁaww EVRLIRRU LGl

H

WR WKH EURDG EDVHG UH UDWLQR] WKH T ggk'vwg? SUWKH U u
YDOXDWLRQV DQG UHGXFHG VFRpS nglv‘(/\f%‘é’oﬁﬁ\ﬁ'v\ﬂ“h\b RI WKH )(/5$ DQG 0$3 UHODWHG
ZKLFK LV QRZ SUHGRPLQDQWO\ \FRXANKG 51 WiKD HH v ey sio D Q, 4r2 O(HE $; (6
<RUN 7UL 6WDWH DUHD ,Q (XURSH WKH (PDLQO\ GUIDAHQ @&\ D LQFRPH WD[ H[SHQPMH DEQ

UHOHDVH RI D ZDJH WD[ SURYLVERQ LRL @GBPRESPUHG LR LR Q
*$,16 /266(6 21 /($6(6 SDUWLDOO\ RIIVHW E\ RQH RII LWHPYKIHQPWKS UMWKRQABQGWKH LQFUHDVH LQ LQFRPH
$1° 7+( 6$/( 2) $66(76 S 1(.Q WKH LQFRPH DOVR PDLQOWDHB®BMAGKVRYBVUKHQFRPH EHIRUH LQFRPH
$KROG 'HOKDL]H UHFRUGHG WKHSPUWLDO UHOHDVH RI WKH GHILQBG EHQHILW REOLJDWLRQ RI

LI

WKH J(158§ DQG 083 EHQHILW UHO WKH
ORVVHV RQ OHDVHV DQG WKH VLT, ),
" Q Q SPHULF DO SHVEXN 3000 SFwW LQ%EQ%%& LY. UDWH FDOFXODWHG DV D SHUFHQWDJH

WKH FKDUJHV PDLQO\ UHODWHG QWD[ ZDV

LOV KLQG WKH HIITHFWLYH
DT IV LW R UXFWXULQIFRVIGRY U%W A JIFF‘M EH IRXQG LQ

DFTXLVLWLRQ
7KH 8QLWHG 6WDWHV
(XURSH
*OREDO 6XSSRUW 2I1ILEH
7RWDO

7KH JDLQV ORVVHV RQ OHDVHV DQG WKH VDOHV RI
DVVH)\ ZHU PLO ZKLFK ZDV

PLO KLJKHU \ ODUJHO\ GXH WR
WKH VDOH RI IRXU 8 6 ZDUHKRXVHV WR 86 )RRGV

$KROG '"HOHQXABO 5HSRUW
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$1 81'(5/<,1* 23(5$7,l* E\bVHJPHQW/{
,1&20( 0$5%,1
8QGHUO\LQJ RSHUDWLQJ PQBGRRPRDV
LQ XS PLOORRQ YHUVXV
PLOQIQRQ 7KH FRQWULEXWLRQ E\
VHIPHQW ZDV E\ WKH 8 6 DQG E\
(XURSH UHVSHFWLYHO\ DQ HLJKW SRLQW PRYHPHQW XS
LQ WKH 8 6 DQG GRZQ LQ (XURSH FRPSDUHG ZLWK
7KLV GLIIHUHQFH LQ FRQWULEXWLRQ ZDV GULYHQ E\
UHODWLYHO\ VWURQJHU 8 6 JURZWK IDYRUDEOH IRUHLJQ
FXUUHQF\ WUDQVODWLRQ EHQHILWYV IURP 8 6 GROODUV WR
HXURVY DQG UHODWLYHO\ ZHDNHU (XURSHDQ PDUJLQV
8QGHUO\LQJ RSHUDWLQJ LQFRWPH PD"HJ'XQH%Q(DYH EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW Rl WKH LPSOHPHQWDWLRQ RI ,)56 /HDVHV )LQDQFLDO LQIRUPI
FRPSDUHG W®R $W FRQVWDQMbV QRW EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW RI WKH LPSOHPHQWDWLRQ RI ,)56 /HDVHV
H[FKDQJH UDWHV XQGHUO\LQJ RSHUDWLQJ LQFRPH
LQFUHDVHGPEWOORRIQ FRPSDUHG WR

6DYH IRU 2XU &XVRMMFRORCHWRWQ 6DYH IRU 2XU &XVWRPHyyvEDYH IRU 2XU &XVWRPHUV DV
2XU UHVXOWV ZHUH PDLQO\ GULYHQ E\ LOWHQVLILHG Z ZYSHUFHQWDIH RI VDORY
HIIRUWYV E\ RXU EUDQGV WR GHOLYHU FXVWRPHUV JUHDW
YDOXH WKURXJK RXU 6DYH IRU 2XU &XVWRPHUV FRVW

VDYLQJV SURJUDP DV WLJKW FRVW PDQDJHPHQW Z 7KH 8QLWHG 6WDWHYV
FRQWLQXHV WR UHPDLQ D FRUH REMHFWLYH RI RXU Z (XURSH
EXVLQHVV PRGHO %HIRUH *OREDO 6XSSRUW 2IILFH FRVWYV

2XU 6DYH IRU 2XU &XVWRPHUV SURJUDP GHOLYHUHG
PLOOLRQ SRVLWLYHO\ LPSDFWLQJ RXU

JURVV SURILW DHG FHRG\HHAB /G RQ J

PRUH VDYLQJV WKDQ RULJLQDOO\ H[SHFWHG LQ

GHVSLWH WKH FKDOOHQJLQJ PDUNHW HQYLURQPHQW

7KHVH VDYLQJV KDYH RIIVHW KLJKHU ODERU

GLVWULEXWLRQ DQG HQHUJ\ FRVWYV ILJXUHV KDYH EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW RI WKH LPSOHPHQWDWLRQ RI ,)56 /HDVHV )LQDQFLDO LQIRUPI

7KURXJK WKLY SURJUDP RXU JUHBR/\V/ WF%(SIQEWBB%V\(#G WR UHIOHFW WKH LPSDFW RI WKH LPSOHPHQWDWLRQ RI ,)56 /IHDVHV
DEVRUE FRVW LQFUHDVHV WR LQYHVW LQ EHWWHU FXVWRPHU

SURSRVLWLRQV DQG WR NHHS VKHOI SULFHV DV ORZ DV

SRVVLEOH HQDEOLQJ FXVWRPHUV WR PDQDJH WKHLU

VKRSSLQJ EDVNHWV HIILFLHQWO\ DQG HQVXULQJ DFFHVYV

WR DIIRUGDEOH DQG KHDOWK\ IRRG RSWLRQV LQ WKLV

LQIODWH@RRIURQPHQW

$KROG "HOMOAAXBO 5HSRUW
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BURSHUW\ SODQW DQG HTXLSPHQW

2) 727

5LJKW RI XVH DVVHW

,QWDQJLEOH DVVHWYV

3HQVLRQ DVVHWYV

2WKHU QRQ FXUUHQW DVVHWYV

&DVK FDVK HTXLYDOHQWYV DQG VKRUW WHUP GHSRVLWYV
DQG VLPLODU LQVWUXPHQWY DQG FXUUHQW SRUWLRQ
LQYHVWPHQW LQ GHEW LQVWUXPHQWYV

L, OYHQWRULHV

2WKHU FXUUHQW DVVHWYV

7TRWDO DVVHWYV

*URXS HTXLW\

1RQ FXUUHQW SRUWLRQ RI ORQJ WHUP GHEW

B3HQVLRQV DQG RWKHU SRVW HPSOR\PHQW EHQHILWYV

2WKHU QRQ FXUUHQW OLDELOLWLHV

6KRUW WHUP ERUURZLQJY DQG FXUUHQW SRUWLRQ RI ORQJ
WHUP GHEW DQG OHDVH OLDELOLWLHYV

3D\DEOHYV

2WKHU FXUUHQW OLDELOLWLHYV

7TRWDO HTXLW\ DQG OLDELOLWLHYV

6KRUW WHUP ERUURZLQJV DQG FXUUHQW SR UWRRMARRIQRQ O VDHE PR [BOUBRAYAR RAGHIW
ERUURZLQJINVLOCEIR@N RYHUGUDIPLYD AU HQW SRUWLRQ ORDQV WRMWRRRHWKHRU I
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$KROG '"HOHQXABO 5HSRUW

$KROG 'HOKDL]HxV FRQVRRHED/W&DS/EDPDWOKE HTXLYDOHQWY DQG VK
RFEDQXDU\ DQGQXDU\ DUH DQG VLPLODU LQVWUXPHQWV DQG
VXPPDUL]HG DV IROORZV LOQYHVWPHQW LQ GHEM HQWW G XP\H

P OPRQWO\ UHODWHG VXQGRUDPF
7TRWDO DQ¥HWEVHG PLOOCB.'RQSH"‘IW’Q @ QGR

RWLRQDO FDVK SRROLQJ DUUDQJ

S0DQW DOG MRXLSAGIERLOOLR )\ yiw €1 DO LEHOWLFDD DPRXQW

GROODU UHODWLY?—| WR WKH HXIORROW WHUE ERUURE&/%BQ/yH%)QG FX
WHUP GHEW DO'G''¢ ELOLW

H[SHQGLWXUHYV VXUSDVVLQJ GHSUHFLUWLKUY er\ug.ﬂ-PV

YRU PRUH LQIRUPRWHRIR WHKH ,OYHQWRULHV LQFBHO QMR QE\

FRQVROLGDWHG ILQDQFLDO VWDPLIOPH 'V LQFUHDVH ZDV VLJQLILFD

LQFUHDVHG OHYHOV DFURVV DOO
SLIKW RI XVHQFPMHEVWGPLOOLRCE Ry |LQIODWLRO DQG WKH DSSUH
7KH PDLQ GULYHUV RI WKLV LQF R 3Y LYH WR WKH HXUR
LQYHVWPHQWYV UHDVVHVVPHQW BEULDVHG DV WKFE
OHDVHV DQG WKH DSSUHFLDW LRt %% 0 DGGLW

U'HW X G
UHODWLYH VERIWBKIHKEKW RVKDQ 7 pjHKRXVH LOYHQWRULHY LQFUHE

GHSUHFLPRVWLRRUH LQIRUlmMJ'—LR(IGL‘V_\.NHULEXWLRQ WUDQVIRUPDWLRGQ
WR WKH FRQVROLGDWHG Qwyv

ILQDQFLLOU VWUDWHPFH
QwooaLcaigpuwawsPLoorre 10\DECY LEr UL RGOl o
KLJKHU EDODQFHV LQ ZHUH DOPRVW HQWLUHO\'GX
WR KLIJKHU JRRGZLOO GULYHQ [12XU SHQVLRQ DQG RWKHU SRVW HI
WKH 8 6 GROODU UHODWLYH WRGHFUHD PLO W PLO RWQ
OHVVHU HIWHQW E\ WKH DFTXL'PRUH LQIRUPILLRN IR 7KHHH
JRRGZLOO UHFRJQL]JHG IURP WKLV DFTXLVLWLRQ LV
DWWULEXWDEOH WR WKH VIQHUJLHVY H[SHFWHG IURP WKH
FRPELQDWLRQ RI WKH RSHUDWLRQV ZLWK ERO FRP $Q
LPSDLUPHQW ORVV UHODWHG WR )UHVK'LUHFW ZDV
UHFRJQL]JHG IRU JRRGZLOO DQG RWKHU LQWDQJLEOH
DVVHWY )RU PRUH LIQRPAUPE R MRKH VHH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
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C JURVVLQFUG E PLO WRC$KROG 'HOKDL]HxV PLO DDV
PLOOSBQPDULO\ GXH WR H R-DQXDU\ O [LQFU R PLOOLR@RVV DQG QHVEMWRCZ &DVK VKRUW WHUP GHSRVLWV DQZ\I‘UHRL\/O/DGHL%/W]N—LWRBH*@\WV
PRYHPHQWY RQ WKH 8 6 GROODIUR-DQXDU\ 7KH LQFUHDVH LQ QHW GHEW
RI WKH LPSDFW RI WKH VWURQJIZDV PDLQO\ WKH UHVXOMs Rl H[FKDQJH UDWH
'"HOKDL]H V RXWVWDQGLQJ 8 6 (PRYHPHQWYV RQ WI DQ LQFUHDOMHULQ
OLDELDAMHBWWRYHPHQWY LQFOXOHDVHVY WKH SD\PHQW Rl WKH FRPPRQ VWRFN

LQ OHDVH OLDPLOMOSRMHW O\ RIIV GLYLGHQG PLOOLRQ DQG WKH FRPSOHWLRQ RI WKH
GHFUHDVH LQ WKH DPRXQW KH( ELOOLRQ VKDUH EX\EDFN SURJUDP SDUWO\ RIIVHW E\
FDVK SRROLQJ DUUDQJHPHQW VWURQJ IUHH FDVK | PLO 3UR®/LRQ
(%7

-DQXDU\ -DQXD
v 0,//,21
/IRDQV

/HDVH OLDELOLWLHYV
1RQ FXUUHQW SRUWLRQ RI ORQJ WHUP GHEW

6KRUW WHUP ERUURZLQJV DQG FXUUHQW SRUWLRQ RI ORQJ WHUP GHEW ILJXUHV KDYH EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW RI WKH LPSOHPHQWDW
*URVV GHEW KDV QRW EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW RI WKH LPSOHPHQWDWLRQ F

/HVV FDVK FDVK HTXLYDOHQWV VKRUW WHUP GHSRVLWY DQG VLPLODU LQVWUXPHQWY DQG
VKRUW WHUP SRUWLRQ RI LQYHVWPHQWY LQ GHEW LQVWUXPHQWYV

1HW GHEW

6KRUW WHUP ERUURZLQJV DQG FXUUHQW SR UWPLLROQDRRIQYRIQQ L\V H [PE® OBM BRRQURNR MVSHULRY H

ERUURZLQJRLOCER@N RYHUGUD IPLYD CARREUHQW SRUWLRQ ORDQV URMWRRRHWKHRUPDWLRQ VHH

FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

6KRUW WHUP GHSRVLWV DQG VLPLODU LQVWUXPHQWY LQFOXGH LQYHVWPHQWYV ZLWK D PDWXULW\ Rl EHWZHHQ WKUHH DQG PRQWKV 7KH EDODQFH RI

WKHVH LQVWADXPYDQUNV DADYV PLOOCDRXDU\ PLOODR®@ LV SUHVHQWHG ZLWKLQ 2WKHU FXUUHQW ILQDQFLDO

DVVHWY LQ WKH FRQVROLGDWHG EDODQFH VKHHW

,QFOXGHG LQ WKH VKRUW WHUP SRUWLRQ RI LQYHVWPHQWYV LQ GHEW LQVWUXPHQWY LV D 8 6 7UHDVXU\ LQYHVWPHQW IXQG LQ WKH DPRXQW RI
PLOOIDRIXDU\ PLOOLRQ

%RRN RYHUGUDIWY UHSUHVHQWLQJ WKH H[FHVV Rl WRWDO LVVXHG FKHFNV RYHU DYDLODEOH FDVK EDODQFHV ZLWKLQ WKH *URXS FDVK FRQFHQWUDWLRQ

VWUXFWXUH DUH FODVVLILHG LQ DFFRXQWYV SD\DEOH DQIBQXRWRW ABUP BDWOLRQ QHW GHEW 7KLV EDODQFH DW

-DQXDU\ PLOOLRQ

&DVK DQG FDVK HTXLYDOHQWYV LQFOXGH DQ DPRXQW KHOG X QBIHUOMDRIRMMLIRQDO FDVK SRROLQJ DUUDQJHPHQW RI

PLOOLRQV FDVK DPRXQW LV IXOO\ RIIVHW E\ DQ LGHQWLFDO DPRXQW LQFOXGHG XQGHU VKRUW WHUP ERUURZLQJV DQG FXUUHQW SRUWLRQ RI
ORQJ WHUP GHEW

$KROG '"HOHQXABO 5HSRUW



7$5%(76 $1' 5(68/76 . .
[,48,"',7<

/,48,',7< 326,7,21 *5283 &5(',7 )$&,/,7< &5(',7 5%$7,1*6
$KROG 'HOKDL]H KDV DFFHVV WRODLQWBLQOQRQQYHVWPHQW JUDGH
v 0.l 21 SRR SOP2) FRPPLWWHG XQVHFXUHG PXOWERXQUWUBOWRQAB®| $KROG '"HOKDL]H
VIQGLFDWHG UHYROYLQJ FUHGLWHPEFXQHWX RKQ UBDMHRENURSWLPL]H
7RWDO FDVK DQG FDVURMWHITXLYDOHQWYV WKH &RPSDQ\ FORVHG D |LD/GIG\HDELOLWDWH DFFHVV WR D YD
6KRUW WHUP GHSRVLWY DQERWIHPLODU LQVWUXPHQWYV ELOOLRQ VXVWDLQDELOLW\ OLQRBGNHWNWR OHKLRYQ GF UHHOGKDAL ]IHD WL DX W
LQFOXGLQJ WZR RQH \HDU H[WHQWRR Q@ RBWIRFOQ¥FLWHG UDWLQJ DJF

L, QYHVWPHQWYV LQ GHEW LQVWUXPHORWH )93/ O FXUUHQW SRUWLRQ UMILODQFLQJ DQG XSVL]LQJ WKH G G

DWH ELOOLR
&DVK FDVK HTXLYDOHQWV VKRUW WHUP GHSRVLWV DQG VLPLODU LID¥WOXWHQ@WWKDR®PDWXULW\ LQ HFUPREBYG 3RRY V frusrRUDWH
VKRUW WHUP SRUWLRQ RI LQYHVWPHQWYV LQ GHEW LQVWUXPHQWY |DFLOLW\ OLQNV WKH FRVW RI ERGYWE [ P RE- WikHH RXWORRN VLQF

/HVV 1RWLRQDO FDVK SRROLQJ DUUDQJHPHQW VKRUW WHUP ERUURARSPQ\ V DQQXDO SHUIRUPDQFH RQ PRV BEW B R ROH RXWORRI

.3,V WKDW DUH DOLJQHG ZLWK L -
/LTXLGLW\ SRVLWLRO Q PORRBERXQERGXHU FUHGLW UDWLQ.

*RRGQHVV VWUDWHJ\ RXWORRN VLQFH )HEURDWD\ ZLWK

$KROG '"HOKDL]H YLHZV DYDLODEONHSVRQEWHEHFFHIWHQW RSHUDMIQR USHELRUPRREHWFRQwDLQVYMRERP BIWEPRNobow v
DQG IXQGV IURP RSHUDWLQJ DFWLYXWEHYW \DSRVWY LRA PWKEH &RPHBQ\ Ot HOI-HiY HIVD W KRW HF®PYSEW WKDW UHTXLUHV $KROG
VRXUFHV RI OLTXLGLW\ FRPSOHPHBRWHEG 6 \EA [RHUYIDWHLQJI DFWLYHWKIDY | W Kb BWOH AIREOW WKDW LWV FRUSRUDWH UDWLQJ
VRXUFHV RI IXQGV ZKHQ GHHPHGE WK EPORRXKHYHRZEQG WKH XQGUDPURPSAMWMIWGIBRURSI WIRRUxV DQG ORRG\xV LV ORZHU
$KROG '"HOKDL]H PDQDJHV VKRUW HWYHROP I0Q J ¥ UGIGAEW IDFLOLW\ Z WD B HyeVeoh! L RAHR W UMHR/ $XN@RFLYHO\ QRW WR H[FHHG D
EDVHG RQ SURMHFWHG- PQXRUORARUNNVOR|IFDSLWDO QHHGV FDSLPHQPKPS DUFHYOYUHWDWLR RI 7KH PD[LPXP

WKH &RPSDQ\xV OLTXLGLW)\ ISQWHWHRY SOPLPBOQWY\ GLYLGHQEMY WKHJR UIRKARFAEY XQFKDQIJHG FRPSDUHG WR WKH
FRQVLVWHG RIOMURFDPVK LQFOXELOQPKROUH EX\EDFNDRWRVBRRGXOHG RU FUH GIDMW HIGFL O LW\
VKRUW WHUP GHSRVLWYV DQG VLBHENM UHSDYRR@WYWRWLYEH QH[W PRQWKV ,Q
FXUUHQW SRUWLRQ RI LQYHVWPRG®VWLR @ HWWHL & R WIX@WH W/ D PEUNVAI wRQARK H Wi g RPSDQY ZDV LQ ,
DGMXVWHG IRU FDVK KHOG XQG H® DLYRE LRDIDNHWYVRDVHG RQ LWRPSAQUPRIW FOWE LI\WKBY W IFRMHQRDQWYV "XH WR LWV FUHGLW
SRROLQJ DUUDQJHPHQOW DQG WKH XOGUDZQ SRUWLRQ R UDWLQJ LW ZDV QRW UHTXLUHG WR WHVW WKH ILQDQFLDO

FRYHQDQWD@®@XDRU\ WKHUH ZHUH QR
WKH ELOOLRQ UHYROYLQJ FUHGLW IDFLOLW\
Q Q RXWVWDQGLQJ ERUURYALQIMVXQGHU WKH

$KROG '"HOHQXABO 5HSRUW
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$KROG '"HOKDL]HxV FRQVROLGDW®IG FDVHK DO/RIROIRRIZV

v 0,//,21

2SHUDWLQJ FDVK IORZV IURP FRQWLQXLQJ RSHUDWLRQV
3XUFKDVH RI QRQ FXUUHQW DVVHWY FDVK FDSLWDO H[SHQGLWXUH
'LYHVWPHQW RI DVVHWYV GLVSRVDO JURXSV KHOG IRU VDOH
'LYLGHQGYVY UHFHLYHG IURP MRLQW YHQWXUHV

,(QWHUHVW UHFHLYHG

/HDVH SD\PHQWVY UHFHLYHG RQ OHDVH UHFHLYDEOHYV

,QWHUHVW SDLG

5HSD\PHQWYV Rl OHDVH OLDELOLWLHYV

JUHH FDVK IORZ

BURFHHGV IURP ORQJ WHUP GHEW o
5HSD\PHQWYV RI ORDQV

&KDQJHV LQ VKRUW WHUP ORDQV

&KDQJHV LQ VKRUW WHUP GHSRVLWYV DQG VLPLODU LQVWUXPHQWYV
'LYLGHQGYV SDLG RQ FRPPRQ VKDUHV

6KDUH EX\EDFN

$FTXLVLWLRQ GLYHVWPHQWY RI EXVLQHVVHV QHW RI FDVK
2WKHU FDVK IORZV IURP GHULYDWLYHV o) o

2WKHU

2SHUDWLQJ FDVK IORZV IURP FRQWLQX\WLQH RISHY XWHRQM [UHH FDV
ZHUHJKEW PLOOBRQFRQVWDQW
H[FKDQJH UDWHV RSHUDWLQJ Fé@/'&Dllb'ﬁzf\%\l%%FPN SURJUDP IRU D V

FROQWLQXLQJ RSHUDWLRQV ZHUH KLJRHBOLR
PLOORRQ 7KH SXUFKDVH RI GR&@PPRQ VWRFN ILQDO GIHUWU GHKPE
FXUUHQW DWKVHKMEXUZDRLOORRQ IRU SDLG LQ DQG FRPPRQ \
PLOOORAHU DW FRQVWDQW H[FKB@HUVUPWHYL GHHQGVRKIDUH IRU
UHVXOWLQJ LQ D WRWDCPEOUKRRY
)5(( &%$6+ )/2:
JUHH FDVK IORZ P DWAQIQFQ I&DBEAH
PLOOARRBDUHG WPRDLQO\ GULYHQ
E\ DQ LQFUHDVH LQ RSHUDWLQJ FDVK IORZ RI
PLOODL®® D IDYRUDEOH LPSDFW IURP QHW

LQYHVWPHQWYV RI PLOOLRQ FRPSDUHG WR ODVW \HDU
SDUWLDOOKIRIKHWWJUBSD\PHQW RI OHDVH
OLDELOLWLHV RI PLOOLRQ

7KH 9RWLYH FKDQJHV LQ RSHUDWLQJ FDVK IORZ UHVXOW

IURP KLJKHU VDOHV GULYHQ RSHUDWLQJ UHVXOWV LQ WKH

86 DQG QARFRPH WDRIV SDRGOOLRQ

YHUVXV 7KLV PDLQO\ UHODWHV WR WKH SD\PHQW

RI DQ DGGLWLRQDO DVVHVVPHQW QRWLFH RI

DSSUR[LPDWRODQRQ WKDW RXU VXEVLGLDU\

'"HOKDL]H /H /LRQ 'H /HHXZ 6&$% UHFHLYHG DQG

WKDW ZDV SDLGURMWHWR/MH H

FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV IRU PRUH

LQIRUPDWLRQ RQ WKLV DGGLWLRQDO DVVHVVPHQW QRWLFH

2SHUDWLQJ FDVK IORZ ZDV RIIVHW E\ D GHFUHDVH RI
PLOOLRQ LQ ZRUNLQJ FDSLWDO FDXVHG E\

LQFUHDVHG LQYHQWRULHV GULYHQ E\ QRUPDOL]LQJ SRVW

1HW FDVK IURP RSHUDWLQJ LQYHVWLQJ DQG ILQDQFLQJ DFWLYLWLHHQGHPLF VWRUH LQYHQWRULHV DV ZHOO DV KLJKHU

$KROG '"HOHQXABO 5HSRUW

ZDUHKRXVH LQYHQWRULHYV IROORZLQJ WKH
WUDQVIRUPDWLRQ WR VHOI GLVWULEXWLRQ LQ WKH 8 6
8QIDLU 7UDGLQJ 3WIHIWVYPBDWILRQ DOVR KDG

D QHJDWLYH ZRUNLQJ FDSLWDO LPSDFW IURP SD\DEOHYV
LQ VHYHUDO RI RXU (XURSHDQ PDUNHWYV
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&DSLWDO H[SHQGLWRNXBLRDS([ $L®RUWLRQ Rl RXU DQQXDO LQYF&VQ/\UDO)E;QQV\QJ)LSWQ@:Q@/HG
DFTXLVLWLRQV DQG DGGLWLRQVRW RJHGXEW QI KX FDD/uVEFv\Q/lRRWSUL%yW 7KHVH FOXGH
L

L
DPRXQWHG WPRRLOOLRQWHUVXYV WKH UHSODFHPHQW RI UHIULJHUDW BV\’/P\P\NQ-P&R/EWH BoYWRUHY LQFOXGLQJ VWRUHV RSHUDW
PLOOLRQ WMHIOHFWLQJ WKH DEV HRU MVRH PXOYMIRRI UHIULJHUDQWYV )
DFTXLVLWLRQV LQ 7RWDO FIBUKREBIBIS () VRUMRWMKHIG XFH WKH HQ 02/03;(/;’11;*( $&42§'(51(, &’2662(/,
\HDU DPRXQWHGPWHROLRQ D@ IDFLOLWLHV WKH JUDGXDO SKD :
LQFUHRDVHPLOOLRQ FRPSDUHG WHR MEXHY WURQYLRXKKLFOHYV ZLWK Hit 7KH 8QLWHG 6WDWHYV
\HDU 7RWDO UHJXODU &DS([ ZDWRWBYUHOQ VQIFKWRYHG 6XSSRUW (xURSH
FRPSDUHG WR ODVW \HDU WKH YP8QWRHEXFVBIURGRVDOV DUH L
SUHVHQWHG LQ WKLV $QQXDO 5HSRUKWILH VOO B M WXPRWP 8D @\ vw._/RWDO QXPEHU RI VWRUHV
ORZHU QHHG IRU LQYHVWPHQWVHI@HORJERWVRKP SWLRQ DQG WKH

&DSLWDO LQYHVWPMQW\ODRPFFDM/IS%I?_\WESI\_NOLDO KDUPIXO HITHFWY

WKH H[SDQVLRQ UHPRGHO DQG $PWLWMHEDRGBNRRIERXHOKDL]H EUNS
VWRUH QHWZRUN RQOLQH FKDQRSIDU VW8 &I RAKHDWL QFBRSD,UHG W 1 xpPEHU RI VWRUHY RSHUDWHG E\ $KROG "HOKDL]H
LQIUDVWUXFWXUH DQG WKH GHYHORBKH @WPIDRXUV GALRMNDIDOV D O
FDSDELOLWLHYV WR PLOOORQUH PHWHURQBUHD 1XPEHU RI VWRUHY RSHUDWHG E\ IUDQFKLVHHV

RI RYHU WKH SULRU \HDU 1XPEHU RI VWRUHY RSHUDWHG

&$3,7%/ (;3(1',785(6 JUDQFKLVHHV RSHWDRMWHGY LQ WKH 1HWKHUODQGVY %HOJLXP /)

&+$1%(

v 0./l21 35’2(552?55 BNrl 7KH WRWDO QXPEHU RI SLFN XS SRLQWV LV DV IROORZV

7KH 8QLWHG 6WDWHYV &+$1%
(xURSH e
*OREDO 6XSSRUW 21ILFH 7KH 8QLWHG 6WDWHV

7RWDO UHJXODU FDSLWDO H[SHQGLWXUHV (XURSH

$FTXLVLWLRQ FDSLWDO H[SHQGLWXUHYV ZRWDO

7TRWDO FDSLWDO H[SHQGLWXUHYV

$W WKH HOQGS$KIROG 'HOKDL]H RSSHEDNWISGSRLQWYV ZARUFK WED Q |

7KHVH DUH HLWKHU VWDQGDORQH LQ VWRWL RN XRIIERH EMY H.(

7TRWDO UHJXODU FDSLWDO H[SHQGLWXUHV ZKLEK DUH FOLFN DQG FROOHFW SRLQWYV

5LJKW RI XVH DVVHWYV

&KDQJH LQ SURSHUW\ SODQW DQG HTXLSPHQW SD\DEOHYV
DQG RWKHU QRQ FDVK DGMXVWPHQWYV o

7RWDO FDVK &DS([ FDVK FDSLWDO H[SHQGLWXUH

'LYHVWPHQW RI DVVHWV GLVSRVDO JURXSV KHOG IRU VDOH

1HW FDSLWDO H[SHQGLWXUH

5LIJKW RI XVH DVVHWYV FI PLO UHDVVHVVPHQWY DQG PR( PLO IRU FRROH
LQIRUPDWLRWI WR WKH FRQVROLGDWHG ILQDQFLDO PLO DQG UHDVVHVORHQW
PRGLILFDWLRC PLC UHODWLQJ WR ULJKW RI XVH DVVHWV LQFOXGHG ZLWKLQ
1RWI WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$KROG '"HOHQXABO 5HSRUW
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$KROG 'HOKDL]H DOVR RSHUDWHTK W K\HR VRID®D RAIPEHEVRK FUHWDLO ORFDWLRQV RZQHG RU
SURSHUWLBQ)XDUR I OHDVHG E\ $KROG 'HOKIDL]H ZBIW

WRWDO LQPOXBUNYV VXEOHDVHG WR IUDQFKLVHHV
‘DUHKRXVH GLVWULEXWLRQ FHQWBQW®B SLFN XS SRLQWV LQ VWDQG DORQH ORFDWLRQV

SURGXFWLRQ IDFLOLWLHV RIILFHWKROG '"HOKDL]H DOVR RSHUDWHV  JDV VWDWLRQV LQ
3URSHUWLHYV XQGHU FRQVWUXFWLVW(\?H SUHPLVHV RI VRPH RI WKH JURXSxV VWRUHV 7KH
GHYHORSPHQW WRWDO QXPEHU RI UHWDLO ORFDWLRQV RZQHG RU OHDVHG

LQFUHDVHG-EPSDUHG WR
,QYHVWPHQW SURSHUWLHYV

7RWDO 7KH IROORZLQJ WDEOH EUHDNV GRZQ WKH RZQHUVKLS

VWUXFWXUH RUHRWXDLO ORFDWLRQV LQFOXVLYH RI

L QYHVWPHQW SURSHUWLHV FRQW vWﬁl%%EmévGowg 'URWRKUVHHV DQG

ODQG QRW HPSOR\HG LQ VXSSR %2%‘1—'{['5(

RSHUDWLRQV 7KH YDVW PDMRU
FRQVLVWHG RI VKRSSLQJ FHQW /28$7,216 3523(57,
PRUH $KROG 'HOKDL]H VWRUHV | &RPSDQ\ RZQHG RI

XQLWV JHQHUDWLQJ UHQWDO LCWRWDO
/[HDVHG Rl WRWDO

$KROG "HOMOAAXBO 5HSRUW
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,QFRPH IURP FRQWLQXLQJ RSHUDWSERQSRMVWHIDFRPNR QG L YSLHAH Q & DRITH

VKDUH EDVLF ZIMQFUHDIVH RUIRU WKH ILQDQFLDOQ L@QFUHDVH RBQRGHUO\LQJ LQFRPH IURP FRQWLQXLQJ RSHUDWL
FRPSDUHG WRKH PDLQ GULY HBFRIDUKIGY WRHIOHFWLQJ RXU DPELWLRQ WR

LQFUHDVH FDPH IURP IDYRUDEONXRWBLDD® ERUUBRE\GLYLGHQG SHU VKDUH 7KLV

WUDQVODWLRQ LPSDFWV UHODWBHESWRVH YWV HDQS DARKOXQDW BR\RDJ QHW

GROODU LQ YHUVXV D QG LQRR MW IFFRRPVMRMMLQXLQJ RSHUDWLRQV IRU  ZHHNYV

FXUUHQF\ VDOHV 7KH GHFUHDVH, L KH QXPEHU RI
RXWVWDQGLQJ VKDUHV DV D UHVX RRY Gﬁ.\/o"é%ﬁﬁ HQHUDO OHHWLQJ RI
QGLQ DGO LWHBHIDG R

VKDUH EX\EDFEN SURJUDP FDUULIQE’;% R QG H
SURYLGHG D IXUWKH UL R RO e L& & m LG LQ $SULO 7KLV LV LQ DGGLWLRQ WR WKH
FRQVROLGDWHG ILQDQFLDO VWD R GRPRVRIDUH ZKLFK ZDV

LQIRUPDWLRQ RQ WKH VKDUH P LFP%%@WH ! '?—i%%%\] F;(BOOLRGLC(LGHQG
LQFRPH IURP FRQWLQXLQJ RSHUDWERQW ¥, @ QLQ
VKDUH GLOXWH® DYFUHDVH RI

RU FRPSDUHG WRVR GULYHQ E\ 2XU ILJXUHV KDYH EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW Rl WKH LPSOHPHQ
IDYRUDEOH IRUHLIQ FXUUHQF\ WUDQI BN i h s eriaot o

$KROG 'HOKDL]HxV SROLF\ LV WR WDUJHW D GLYLGHQG

SD\RXW UDWLR UDQJH RI RI LWV XQGHUO\LQJ
LQFRPH IURP FRQWLQXLQJ RSHUDWLRQV 8QGHUO\LQJ
LOQFRPH IURP FRQWLQXLQJ RSHUDWLRQV IRU ZHHNV LYLGHQG SHU FRPPRQ VKDUH

DPRXQWHG WR DQ HVRLICPODIPRIG

DQG PLOQIQRQ $V SDUW RI RXU GLYLGHQG
SROLF\ ZH DGMXVWHG LQFRPH IURP FRQWLQXLQJ
RSHUDWLRQV DV IROORZV

%$6('b21 %3$6('b
v 0,//,21 ((.6 ((.6

,QFRPH IURP FRQWLQXLQJ RSHUDWLRQV
$GMXVWHG IRU

,PSDLUPHQW ORVVHY DQG UHYHUVDOV O QHW
*DLQV ORVVHV RQ OHDVHV DQG WKH VDOH RI DVVHWV O QHW
5SHVWUXFWXULQJ DQG UHODWHG FKDUJHVY DQG RWKHU LWHPV
8QXVXDO LWHPV LQ QHW ILQDQFLDO H[SHQVH o) o)
7D[ HITHFW RQ DGMXVWHG DQG XQXVXDO LWHPV
8QGHUO\LQJ LQFRPH IURP FRQWLQXLQJ RSHUDWLRQV

,QFRPH IURP FROQWLQXLQJ RSHUDWLRQV SHU VKDUH DWWULEXWDEOH WR FRPPRQ
VKDUHKROGHUYV

8QGHUO\LQJ LQFRPH IURP FRQWLQXLQJ RSHUDWLRQV SHU VKDUH DWWULEXWDEOH WR FRPPRQ
VKDUHKROGHUV

'LOXWHG XQGHUO\LQJ LQFRPH SHU VKDUH IURP FRQWLQXLQJ RSHUDWLRQV

$KROG '"HOHQXABO 5HSRUW
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(< ),1$1&,$/ $1' 121 ),1$1&)850$7,21
7KH VHIJPHQWDO NH\ ILQDQFLDO DQG QRQ ILQDQFLDO LQIRAPDWLROQUIHMHQWHREHRREZ

7+( 81,7(" 679 (8523

1HW VDOHYV PLOOLRQV

1HW VDOHYV PLOOLRQV

21 ZKLFK RQOLQH VDOHV PLOOLRQV

21 ZKLFK RQOLQH VDOHV PLOOLRQV

1HW VDOHV JURZWK LQ ORFDO FXUUHQF\

&RPSDUDEOH VDOHV JURZWK

&RPSDUDEOH VDOHV JURZWK H[FOXGLQJ JDVROLQH VDOHYV

I1HW FRQVXPHU RQOLQH VDOHV PLOOLRQV

I1HW FRQVXPHU RQOLQH VDOHV PLOOLRQYV

2SHUDWLQJ LQFRPH PLOOLRQV

2SHUDWLQJ LQFRPH PLOOLRQYV

8QGHUO\LQJ RSHUDWLQJ LQFRPH PLOOLRQV

8QGHUO\LQJ RSHUDWLQJ LQFRPH PLOOLRQV

8QGHUO\LQJ RSHUDWLQJ PDUJLQ

1XPEHU RI HPSOR\HHV KHDGFRXQW DW \HDU HQG LQ WKRXVDQGV

1XPEHU RI HPSOR\HHV )7(V DW \HDU HQG LQ WKRXVDQGYV

&RQWULEXWLRQ WR $KROG '"HOKDL]H QHW VDOHYV

&RQWULEXWLRQ WR $KROG 'HOKDL]H XQGHUO\LQJ RSHUDWLQJ LQFRPH

JRU WKH \HDU DQG FRPSDUDEOH VDOHV JURZWK LV SUHVHQWHG RQ D FRPSDUDEOH ZHHN EDVLV ,Q WKH \HDU FRPSDUDEOH VDOHV JURZWK LV SUHVHQW
,QFOXGHG LQ WKWLQ (XURSH LQ DUH )7(V LQ WKH IHWKHUODQGV
%HIRUH *OREDO 6XSSRUW 2IILFH FRVWYV

$KROG '"HOHQXABO 5HSRUW
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.Q QHW VDOHV ZHUW®ODRQ

LQFUHDVH RRLO®URQ FRPSDUHG W
A 51675 $W FRQVWDQW H[FKDQJH UDW|

v @2 35,25 <($5 &+$1%( S VKRZHG DQ LQFUHBDBHRY JURZWK

*5283 3(5)2508$1&(
1(7 6$/(6

&+$1*( &+$1*( 4

EQ YV

&203$5$%/( 6$/(6 *52:
(;&/8',1* *$62/,1( 6$/(

23(5%7,1* ,1&20(

=Xe) YV
81'(5/<,1* 23(5%$7,1*
,1&20(

=Xe) YV
81'(5/<,1* 23(5%$7,1*

0$5*,1
TSS

O SsYv

1(7 &21680(5 21/,1( 6%

EQ YV
$W FRQVWDQW UDWHV

$KROG '"HOHQXABO 5HSRUW

1HW VDOHYV
21 ZKLFK RQOLQH VDOHV

&RPSDUDEOH VDOHV JURZWK

&RPSDUDEOH VDOHV JURZWK H[FOXGLQJ
JDVROLQH

2SHUDWLQJ LQFRPH
$GMXVWHG IRU
,PSDLUPHQW ORVVHV DQG UHYHUVDOV O QHW

*DLQV ORVVHV RQ OHDVHV DQG WKH VDOH
RI DVVHWV O QHW

S5HVWUXFWXULQJ DQG UHODWHG FKDUJHV DQG
RWKHU LWHPV

8QGHUO\LQJ RSHUDWLQJ LQFRPH

8QGHUO\LQJ RSHUDWLQJ LQFRPH PDUJLQ

SRVLWLYHO\ LPSDFWHG E\ LQIODW
SURJUDP PDLQO\ DW 6WRS 6KRS
WKH DFTXLVLWLRQ RI  VWRUHV IL
*URFHUV LQ DQG RQOL QW LR Q

2Q0LQH VDOHV PHOWXRE\

FRPSDUHG WR WKH SULRU \HDU DW
UDWHV 7KH LQFUHDVH YHUVXV OD
GULENMWIOHE GLRILRQLFN XS ORFDWL
DQQXDOL]JHG VDDHV IIWRRIP B/RE DW LR
RSHQHG LO®QG WKH H[SDQVLRQ RI
FRPPHUFH RIIHULQJV DFURVV WKH

,Q DGGLWILARHY JURZWK ZDV IXUWKH!
E\ WKH VWURQJ SHUIRUPDQFH DQG
SDUWQHUVKLSV ZLWK WKLUG SDUYV
UHGXFHG FXVWRPHU OHDG DQG ZD
LPSURYLQJ FXVWRPHU YDOXH WKU
IHHV DQG UHGXFLQJ PLQLPXP RUG
VHUYLFH DQG GHOLYHU\ IHHV DQG
RQ SURGXFW ODXQFKHV DQG QHZ |
ZH DOVR LQYHVWHG LQ LPSURYLQJ
H[SHULHQFH DQG PRGHUQL]LQJ RX
WR VXSSRUW SHDN WUDIILF
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2ZQ EUDQG IRRG VDOHYV

7 %UDQGHG IRRG VDOHYV
7Z 2ZQ EUDQG IRRG VDOHV

1HW VDOHV E\ FDWHJRU\

Z JUHVK
Z 1RQ SHULVKDEOHYV
Z 1RQ IRRG
3KDUPDF\
*DV

$KROG "HOMOAAXBO 5HSRUW

7KH $KROG 'HOKDL]H 86% EUDQG& ,PRQWURKBAWVBRVVHY DQG UHYHQVDOXQW QBIOALQQ RSHUDWLQJ LQF

VWUHQJWKHQ WKH YDOXH SURSR\IP\§ DR Q PEAQHY SFEKDGLIGY DFRLFDOLWRBG WRLOOXIRQ PLOCRWRQ

WKHLU OHDGLQJ RZQ EUDQG RIIHWYHYIK\VPQ O ALRRY QQ WK H FRPSDUHG WR ODVW \HDU $W FRQ

EUDQG IRRG VDOHV RV IV ERARIEOH Q WIDSIBLUPHQWY UHODWHG SULPDUD\®M W RX & H WR\R Q 2 LRISH U D BALIQG L

VDOHV DFFRXQWHG IRU DQG RWKHU LQWDQJLEOH DVVHWV RI JUHVK'LUHFW 7KH
HQWUH@DWHG SULPDU

$V D SHUFHQWDJH MWRWW&GW%@%HQW SURSHUWLHYV DQ(%%HDZ%%%M@I%%B&S)—‘JVX XQGHUO\LQ

RI IUHVK SKDUPDRWRQ@®AJDADOHYV KM VDPH DV7K®

UHPDLQHG FRQUOMDWKH YRQUH Rr| / WRUHV DW BWRS —6KRS VDOHV ZHUH SRVLWLYHO\ DIIHFWH
SHULVKDEOHV LQFUHDVHG DQG WKBL\KD UWRRVIOR@®QRARIBDVHYV D Q.M MKV VRQBIUR ISHWHAUVHY LQ ERW
GHFUHDVHG WKLV \HDU FRPSDUH® WRWDV@WKHP WRWDO QHW JDRGHWIYWLQJ H[SHQVHV UHODWHG

P PDL UHODWHG WRDWHKXHWD @D RRURKKIDOOHQJHYV DQG
&RPSDUDEOH VDOHV H[FOXGLQJ JDé%g)\ll‘@% | E\E,e/ %/LIO/}EI o UJ\ FRVWY FUHDWHG
VHIPHQW LQFUHDVH® KE\WVRVW RI Vb I\-l( HS SHUWLHV VR Z8E0)R RS VH Q@

0 7ZDV. UHF H L Q O \P DURIPMMGHRBBIO D WL DQ WKFR® 6 7K
S e o U R R E PE)L %Q/é%cig%ﬁb% DF\ QFUJDSWLY HOPISDHF W ZDV RIIVHW E\
SHUIRUP Q QQ% 8H LR®V Qé LV HZ VXEOWDWHYWY ZKLFK UHIOHFWV WKH I

) QALRGGLWLRQ VDOHV LQ WK HIITHEFW RQ WKH &RPSDQ\ V LQVXUD
EHQHILWHG WKLV \HDU IURP QL QS5 IQHE DXFRAXH REHRQGIVHODWH & kP HY BRE RWKHYSvH LG Low
DQG UHPRGHOV LWHPV LQNKH QHW JDLQ LQ WKEBRRELMORIHGXEWLRO 1RU KROL
SHUDWLO JLOGERBN H P LOORRO PLOOLRQ ZDV PDLQO\ DWWULCEXWHG WR D IXUWKHU

FRPSDUHG WRGHUO\LQJ RS L%%WLRQ RI WKH GHILQHG EHQHILW REOLJDWLRQ RI WKH

9
LQFRPH ZDV PLOMER®R LY DGMXVW %/\g@t%ﬂ'&ﬁ')w:@ WR WKH SPHULFDQ
IROORZLQJ LWHPV LISFFWH \CH

LQFRPH DOVR UHVXOWHG IURP D SDUWLDO UHOHDVH RI
GHILQHG EHQHILW REOLJDWLRQ RI WKH )(/5%$ DQG
0$3 VHARWH
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1HW VDOHVZIHUH PLOOKB@E\
PLOGURQ FRPSDUHG WSRV

Sl SS8EME® FRQVWDQW H[FKDQJH UDWHV QHW
6DOHV JURZWK ZDV GULYHQ E

LQIODWLRQ LQ SDUWLFXODU LQ W
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EQ YV
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o) YV
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=Xe) YV
81'(5/<,1* 23(5%$7,1*

0$5*,1

S§V

1(7 &21680(5 21/,1( 6%

EQ YV

$W FRQVWDQW UDWHYV

$KROG '"HOHQXABO 5HSRUW

1HW VDOHYV
21 ZKLFK RQOLQH VDOHV

I1HW FRQVXPHU RQOLQH VDOHV

&RPSDUDEOH VDOHV JURZWK
&RPSDUDEOH VDOHV JURZWK H[FOXGLQJ
JDVROLQH

2SHUDWLQJ LQFRPH

$GMXVWHG IRU
,PSDLUPHQW ORVVHV DQG UHYHUVDOV O
QHW
*DLQV ORVVHV RQ OHDVHV DQG WKH
VDOH RI DVVHWV O QHW

S5HVWUXFWXULQJ DQG UHODWHG FKDUJHV
DQG RWKHU LWHPV

8QGHUO\LQJ RSHUDWLQJ LQFRPH

8QGHUO\LQJ RSHUDWLQJ LQFRPH PDUJLQ

\HDU DQG E\ WKH DFTXLVLWLRQ RI
WKH 1HWKHUODQGYV ZLWK LQFUHPE
FRQWULEXWLRQ XS WWRKLJIJK OHYHC
LQIODWLRQ RXU EUDQGV ZHUH IR
FXVWRPHUV HIILFLHQWO\ PDQDJH
FRVW UHGXFWLRQ SURJUDPV DOVR
EUDQGY WR DEVRUE FRVW LQFUHD
HQHUJ\ WUDQVSRUW DQG ODERU
SULFHV DV ORZ DV SRVVLEOH

1HW FRQVXPHU RZGHQIHQH PROBVRQ
GRZB\ FRPSDUHG WR FIDL\QW \\HD L
GULYHQ E\ QRQ IRRG H FRPPHUFH
UHVWULFWLRQV EHLQJ OLIWHG W!
PDUNHW LQ (XURSH GHFOLQHG :L\
FRQGLWLRQV WKH ILUVW KDOI RI
E\ ORZHU \HDU RYHU \HDU UHVXOW
ER® FRP ZzDV DEOH WR OLPLW VDOH
LQ DIWHU JURZLQJ ,QODEWLWLE
WKH EUDQG ZDV D E DWP I & NIHQW¥ WVH D
D GHFOLQLQJ PDUNHW %RO FRPxV
JURZWK ZDVGODYHBIROE\VXFFHVVIXO
FXVWRPHU SURSRVLWLRQ LQFOXG
SURJUDP FDWHJRU\ H[SDQVLRQ D¢
FDPSDLJQV DQG D QHZ ORJLVWLFD
SURSRVLWLRQ WKDW HQDEOHG WK
VWURQJHU UHODWLRQVKLSV ZLWK
QHWZRUN SDMWWKUWG SDUW\ SOD\
FXUUHQWO\ RIITHUV D PDUNHWSODF

30D]D SDUWQHUV UHPDLQV D
JURZWK GULYHUTKRIUCERRSHPR) EUD
UREXVW RQOLQH JURFHU\ RITHULQ
FRQVXPHUV ZWDOH \Z LGABKR SHI@\QD W
IRU WKH ORVV LQ QRQ IRRG
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2ZQ EUDQG IRRG VDOHYV

Z %YUDQGHG IRRG VDOHYV
Z 2ZQ EUDQG IRRG VDOHV

1HW VDOHV E\ FDWHJRU\

Z JUHVK
Z 1RQ SHULVKDEOHYV
Z 1RQ IRRG

$KROG "HOMOAAXBO 5HSRUW

7KH $KROG '"HOKDL]H EUDQGV LQ§(RSRSEHPHROWDRXNEY DQG UHYHQVDOXQE BWOALQY RSHUDWLQJ LQJ
WR JURZ WKHLU DOUHDG\ UHODWLYPSOL WP BIK WZRK B UDIQ\G PRROQRBEVWR PLOGRID\ PLOOREHEQ
VKDUH LQ E\ H[SDQGLQJ WKHL%HHRZD XRDWKH 1HWKHUODQGYV DQG 6HRIAES DUBIGF RBPRWBM UO\LQJ RSH L
DVVRUWPHQWYV 7KLV HQDEOHG RXRUEWRR GO WRURWM @RI LPSDLUPRDW EE ZDMY QG REG SHUFHQWDJ
YDOXH DQG KHOS FRQVXPHUV PDQBWKWKGDQ G5 DQGLBHOILXP BRLEBPSPLH@ GO UILQV LQ (XURS
LQ D WLPH RI FRVW LQFUHDVHV DQODWRHY WRLRQORMWGRBNRVUP L /HY WRKIGW D | H BWHBLB\ UWVLQJ HQ
Q0 RZQ EUDQG IRRG VDOHV FRIAHSIUIWHG WR D ILUH LQ D K\SHDRBUNFWDO®HQJILQJ HFRQRPLF HC
RI WRWDO IRRG VDOHV LPSDLUPHQW FKDUJHV DPRXQWFHRVWRHVFPOOWLR@YV DQG YROXPH
PDLQO) U G WR HUSHSURIYRXQH VIRE HW LLQFUHDVHG FR
$V D SHUFHQWDJH RI WRWDO VDO**HQ’ S’%«HJ% §§£ﬁﬁgs\ég®%bw RORCE WQKHHG ZLWK KLJKHU RSHUDWL ¢
RI QRQ IRRG DQG QRQ SHULVKDEQHY, LHFEFBY ZKL PDUJLQV IXUWKHU 6DYLQJV IURP |
WKH VKDUH RI IUHVK LQFUHDVHG D EXVWRBHUY SURIUDPY KH

IRU 2
*
&RPSDUDEOH VDOHV H[FOXGLQJ IgY Q%@/V Vﬁ/&/ O%H%\QWVJ%?_%’%%/\?L\P‘@BH\AR' DVVHWV
E}IVHWPE{-%%\ZCH;BLYYRHC?X';LSLJG'E';L;EJ; ég\/% ODWHG WI7KH (XURSHDQ EUDQGVx QHW VDO
u \' WKH VDOWR FRQVXPHUV DQG WR IUDQFKLV|
\F;)éguoHRF$%OE§LLJJVI\D/Q+GH\£NZ|SUDHQ2EROXHU E\A?NL\%H & |SHSXEOLF  VWRUHV RSHUDWH XQGHU WKH VDI
R &/% \&b&(\éov 'HOKDL]H RSHUDWHG VWRUHV )UD
DQG &]HFK SHSXEOLF ZHUH WKH ;gy% G UODQPHUFKDQGLVH SULPDULO\ IURP $KI

WR WKLV FRPSDUDEOH VDOHV LQRYH HSXEOLF PLOOLRQ IUDQFKLVH IHH DQG UHFHLYH VXS¢

ZSHUVSQILQI;]LLOQOFDRHPHF\C;VF:% E\ WKEH§%/ U F\IY{/\)I(ULQJ DQG UHODWHG FKDUJHVY DQG RWKHU
« , % HEKRULHY DPRXQWHG WR D QHW
LWHPV WKDW $KROG 'HOKDL]H DG B(L | iy !

FPPDLOO\"CULYHQ E\ D UHOHDVH
XQGHUOILQJ RSHUDWLQJ LQFRPH oy b™ 753 WD[ SURYL'SDU\/IL® GO0 JLXP

RINVHW E\ RQH RIl LWHPVY LQ WKH 1HWKHUODQGVY ,Q
WKH FKDUJHV DPRXQWHG WR PLOOLRQ
DQG LQFOXGHG RQH RII LWHPV PDLQO\ UHODWHG WR
UHVWUXFWXULQJ DQG VHWWOHPHQWY LQ WKH 1HWKHUODQGYV
PLOOLRQ DQG LQ %HOJLXP PLOOLRQ
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'ULYH RPQL (OHYDWH &EXOWLYDWH 6WUHQJIJWKHQ

FKDQQHO KHDOW K\ EHVW WDOHOQWRSHUDWLRQDO
JURZWK DQG VXVWDLQDEOH HIFHOOHQFH

$KROG "HOBQQABPO 5HSRUW
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*OREDO 6XSSRUW 2IILFH FRVWYV
*DLQV ORVVHV RQ OHDVHV DQG WKH VDOH RI

&+$1*(

DVVHWY QHW 10

5HVWUXFWXULQJ DQG UHODWHG FKDUJHVY DQG RWKHU

LWHPV 10
8QGHUO\LQJ *OREDO 6XSSRUW 2IILFH FRVWYV

RI' ZKLFK UHODWHG WR VHOI LQVXUDQFH DFWLYLWLHV 10

8QGHUO\LQJ *OREDO 6XSSRUW 2IILFH FRVWY H[FOXGLQJ
VHOI LQVXUDQFH

$KROG '"HOHQXABO 5HSRUW

*OREDO 6XSSRUW ZHERVWV LQ
PLOOGARIXYQ PLOCARRBSDUHG WR WKH
SULRU \HDU GULYHQ E\ D EHWWHU LQVXUDQFH UHVXOW RI
PLOOLRQ ,Q GLVFRXQW UDWHV LQFUHDVHG
FRPSDUHG WR WKH LQFUHDVH RI EDVLYV
SRLQWY OHG WR DQ LQVXUDQFH UHVXOW RI PLOOLRQ

8QGHUO\LQJ *OREDO 6XSSRUW 2IILFH FRVWV ZHUH
PLOOLR®LO @MRZQWKDQ 7KH
PLOOLGRFUHDVH LQ VHOI LQVXUDQFH DFWLYLWLHYV
ZDV WKH UHVXOW RI D VLJQLILFDQW LQFUHDVH LQ GLVFRXQW
UDWSIGHUO\LQJ *OREDO 6XSSRUW 2IILFH FRVWYV
H[FOXGLQJ VHOZHQWX PDQBEHRIQ
PLOOMRI/ XV ODAMAUWHIHFUHDVH ZDV
PDLQO\ GULYHQ E\ IDYRUDEOH H[FKDQJH UDWH
GLIIHUHQFHV
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6800$5< ‘H EHOLHYH WKLV VKRXOG HQVXU FR@M&QQH@&ZJ_ZO ,PSRUWDQWO\ RXU EUDQGV FRQW|I
%HORZ LV D VXPPDU\ Rl WKH |XOFOQQ_V%D@WNWQF\ VDOHV JUR éi %%\ﬁt)% L&Qd%\a(,y( FRPPXQLWLHV E\ SURYLGLQJ D VW
IR U DV FRQVXPHUV FRQWLQXH W 18 RIITHULQJV IRU FRQVXPHUV VHHNLC
YDOXH DW RXU EUDQGV 7KLV LVW&EsRUWHETEFRPY (081" +$@HPRQVWUDWHG E\ WKHLU KLJK R:
VWURQJ RZQ EUDQG SRUWIROLR +ZB/FX5RBQH/XS3529(1 5(6,/,PPWHV $QG ZLWK FRQVXPHUVx ZD
80GHUO\LQJ RSHUDWLOQJ RI VDOHV LQ (XURSH L®I VD®H\GA® D PDFUR 0,1 Y<VO- DWKID U\ RXWORWRKHG E\ LQIODWLRQ IRRG I
PDUJLQ 7KH 8QLWHG 6WDWHV ,Q ZH RSN WR 2KBWKIHD O '3 JURZWKNHO ERRKUWRPL (JHVLOLHQW LC
. H[SDQG RZQ EUDQG VDOHV DV D Hdit) kK QWDH s RU RK I RI DRURSRVLWLRQ DV D FKHDSHU DOW
LOXWHG XQGHBORQQIF36 OHYHOMUDOO *URXS VDOHV ZLWK R¥YCRZQ RV DA SRUWIRPS RKWY Y HFRXWVLGH RI WKH KRPH
JRA IS FRQWLQXLQJ WR SOD\ D SLYRWDERBROHMH VU EHHBWMG LQIODWLRQ UDWHYV DUH H[SHFWHG WR
6DYH IRU 2XU 9 ELOOLRQ FRQVXPHUV LQ RXU VWRUHV DQ&GYERF/ERRMOMWAQRKEG SUHVVXUH R 8!-'5R7Q+V(X5°I-(U3’§y_p 1* 285
&XVWRPHUYV OHDGLQJ ORFDO PDUNHW VKDUHY WK WKH ,0) IRUHFDVWLQJ RYH B(io i’ffﬂ%§§$7(*<
&DSLWDO H[SHQ@QGLWXUBWYWLRQ gRQVLVWHQW GHPDQG IURP WKH‘]PFBFZ&/B&IKFFQQ HLQ WKH 8 6 2XU DS ??RDFK WR EHLQJ D OHDGL
JUHH FDVK IORZ ELOOLRQ PDUNHW LQ FRQMXQFWLRQ ZLWK wKHY Wk RI RXU RPQLFKDQQHO IRRG UHWDLOHU FR

'LYLGHQG SD\RXW UDD\Q® \HDU OHDGLQJ ORFDO EUDQGV VKRXORGLOWLWIHFIRQRWERERPLF JURZWKZBIQG® FRQ® ZAIXHGHFW IXUWKHU Gl
RYHU \HDU LOFURB UDEOH VDOHV JURZWK IRUsB KV VB QUIRY LQIODWLRQ DUHJORNW®\ WVQRREDP HFRPPHUFH EXVLC
GLYLGHOQG SHU Vém BFK LV OLNHO\ WR EH VX SERGWKPH B U @R O LQ IRRGLWW KRPH.QJ RQOLQH SHQHWUDW
\ RYH DYHUDJH UDWHYV RI VK F
6KDUH EX\EDFN ELOOLRQ HAPBSYEFKDVOKODPWRRBRRFDOO\ EHHEXWIHUHVAWRQVLVWHQW

(Foxony o s ([SHFWHG FRPSDUDEOH VDOFI]\}él?}l%k@\]/ 5REH%ER YDULHVV‘\’/\HE'EH\@C@()QWEHF T Lb(jmy ZH ZLOO FRQV
&DOFXODWHG DV D SHUFHQWDJH RI xoeM?%ﬁ%@@cW:H@ FOrRRHZ VWRUH H[SDQVY L‘-I\ﬁ I§§§SWXUH G PRUWDU
FRQWLQXLQJ RSHUDWLRQV FURVV RXU &HQWUDO DQG 6RX KDYH I—LI O FRQWLQX
0DQDJHPHQW UHPDLQV FRPPLWWHG WR V‘p(DiU/NlPMN\}EX\ZRIf_I‘FRQﬁR WLQXH WR %@Bl E ROXPH DQG PD
GLYLGHQG SURJUDP EXW JLYHQ WKH XQF W KH Olg \ﬁ?&‘

ZLGHU PDFUR HFRQRPLF FRQVHTXHQFHV RWW oo Y 6%\7"? DZD\ IURP % '%'Q W WKH DQG

WKH\ ZLOO FRQWLQXH WR PRQLWRU PDFURDHEN HIRE VF QQYG{CVM %WGV PRGHUQ FODVVHV RI WUDGH IRU

7KH SURJUDP LV DOVR VXEMHFW WR FKDCDRFR/G—Q)WUI@R@D—W%NUFLWDVW-HIV 7KHVH IDYRUDEOH IDFWRUV

VXFK DV PDWHULDO G $ DFWLYLWA VKRXOG GULYH SRVLWLYH FRQVWDQW FXUUHQF\

VDOHV JURZWK DQG RIIVHW PRGHVW KHDGZLQGV IURP

&217,18(' 6%/(6 *52:7+ ORZHU JDVROLQH VDOHV RZLQJ WR UHGXFHG IXHO SULFHV

(;3(&7(" ,1 UWKHUPRUH RXU SRVLWLRQ DV D OHDGLQJ
7KH PDFUR HQYLURQPHQW KDV Lpﬁkb%%%'ﬂ)D\YkQHQbDUNHW VKRXOG DOVR VHUYH XV
GLIILFXOW IRU FRQVXPHUV ZKRf VB @ %#LFVM'(\QVXPHUV DUH VHDUFKLQJ IRU

PRXQWLQJ LQIODWLRQ WKURXJKREY) Fkp %A'ZP@WIQ% WLR?RV DQG LQ WXUQ VSHQGLQJ

OHYHOV DUH H[SHFWHG WR UHPWRQJHQQH‘ He YRR BDIKRRWH EXGIHWV RQOLQH :H

,Q WKLV FRQWH[W RXU EUDQ{GY 4y, #Q%WP@?HG LOYHVWPHQWY LQWR RXU GLJLWDO
WR UHGXFH FRVWV DQG FUHDWHSREHGLWYB QR Xidld ARNVQAHT¥RQWLQXHG RYHU
LQ RUGHU WR NHHS SULFHV DV %%@?NMD/FQ@E\‘R/H MOOHV JURZWK LQ WKLV FKDQQHO
FXVWRPHUV GXULQ.J

$KROG '"HOHQXABO 5HSRUW
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,1b YROXPHV ZLOO EH VHOI GLVWULEX 1 %\%?V\?E?ﬁ\%% (&OLWgQEQ +LJK HQIDJHPHQW KHOS
o

&
2XU PDUJLQV ZLOO HQFRXQWHWULRRYQYWLI H[SHFWHG WR FRPH Iﬁ;
SUHVVXUH IURP KLIKHU H[SHQVH\ WHQRWHBRWBFHQH UBXW R P D W EBL&OHL\H V\jég%%;\gﬁ LQWRSRRUHFVHRRDE DEE vy VDO JU

F
L%%DH DV RXU KW bYWKN WHRGWDUJIHW WKH IROOF
o) G SURG PPRRQY) Ko
'-\I/D\I/EfHUVDDQUH FURRPSXRFXV:SGFE(\B/V\I/E\\/ H%RQRgmoo\NR@KBVHQJ RWKHUY  XVWDLQDEOH LQLWLDWLYHV 2 PYY Rk R W [HQ P bl R H B YNM-IRWHIUR
FKDOOHQJHG FRQVXPHUV ZKR DWH(¥RBWHY GRQYWRXH WR LGERWLDRBSRQWRQQWIVHYRWR OHYHUY R YUREG¥MyWPABWNSODFH VF
KLJK UDWHV RI &3, LQIODWLRQ dj?’dﬁmrybq VéyHV DQG VFDOH D EDFEWVLRXWR FROML @XHVYEHMVVHY z WK YU F s Elw®8 POVR HQVXUH V
SXUFKDVLQJ SRZHU KURXJK SURGXFW VRXUFLQJ D QIGSRIRHGUIWKUGY AFHSHPWHG WR D\kﬁg}g WH DQLIFIGHRFURVY DOO EL

DOLJQPHQW VXFK DV LQ RXU &HQWUDO DQG $KROG "HOKDL]JH WR XQLIRUPO\ DV
IRQHWKHOHVV ZH H[SHFW WR V&N ARk QDRXWHUQG\URSH PDUNHWYV( 7851 1% &$3,7$/ 72 YRLFHV LQ WKLV IRFXV DUHD
OHDGLQJ *URXS XQGHUO\LQJ RSHUDWLQJ PDUJL% RI DW oy ’
OHDVW 7KLV RXWORRN UHIOHFWIAP RDHD ERABRYLQJ RQOLQH BUBB WM R2P'YSRKRA7,18(6 &6* 0%.7.216 (:7(1'(" 72
DSSURDFK ZLWK VWURQJ FRVW VDYPYs¥ RH B PWAPELWLRQ WR P WU RQFIREARMHBHRI IUHH FDV 1(85%2.0(41* § G'LQ
VDOHV OHYHUDJH ODUJHO\ RIIVHWWF 1Y RV RV RLPYPOORFIRKPYG FKROARORRADYKYFRUWY RXU of DUH

)RU H[DPSOH ZH SODQ WR REHEXR)EK DMVUHVHXWKRUL]DWLRQ D&R%Si\i’ W R yRPPE iRIUP DO 1L QL
\

R
*LYHQ WKH FKDOOHQJLQJ FRVW BRWRWPRHQAHRW FRB FRHKUFH IXOILOOPHWZHHOWIHN A RUWEH LGHQG SR i MR BFQWLQXH WR |

o) F

EUDQGVx RSHUDWLRQV ZH KDYH RW®&H 00E0-GML R Q DOD W H DV SRUW RIVRXIUQBERRGMPRZWK LQ RW@I—b%&‘Q’*XLDQj_W[bQWLYHV HPEHGGHG
SODQV LQ RYHU DQG DERYH RRUW\SWEFOVGIWRHAIBUYH JURZWISLWQ@I—HQ'GHJ—Q"(QFBLHV L Qs\W KW JBW@ HYXP VWUDWHIJ\ ZKLFK IRFX
2XU &XVWRPHUV SURJUDP WR UHGXFHQHRNSHWUD QE ROV Q XQGHUO\LQJ QHW LQFRPH SHRSOH DQG D KHDOWKLHU SODQH
RSHUDWLRQDO HIILFLHQFLHV :H DUH LQWURGXFLQJ D QHZ KHHOV RI DQ DFWLYH LQ ZKLF¥
LQLWLDWLYH FDOOHG $FFHOHU\%\?5 ;ggl_v \K/%L%\I/%ggyw EXLOGVH SURSRVH D FDVK GLMRAGMXE RIVFRSH BPLVVLRQV UHGXFWLRQ W
RQ RXU H[LVWLQJ /HDGLQJ 7RJH L? ||F?L§ QIS "H ILQDQFLDO \HDU DQ LARABDDMRIXRI VHFRQG +XPDQ 5LJKWV 5HSRU
PRUH DJLOH RUJDQL]DWLRQV FOEWEDE PRUH (VRE&HIE §cl WR ,| DSSURYHG E\ WKH *HQHY QM 2HHWEQORIRQ 6 XVWDLQDELOL
HPSRZHU DVVRFLDWHV WR WDNH DBPWLRQ WR GULYH 6KDUHKROGHUV D ILQD®HELYKDBREHWCOW )DFLOLW\

HIILFLRMQFYDOXDWLQJ DGGLWLRDDD RVPHU-RWY -0 RXWORRN IRBH SDW® ROVETIWAY LowRr7KLY LV.LQO DGGLWLRQ WR WKH

HIILFLHQF\ OHYHUV WR VWUHDP QAR B ¥ U BWK DO RED WRIQYD W L R ¢ Q% B kPLGLY HEHBISYRIU Ho ZKLFKEZDTIdBEBO O RIXRL QUIZR& UH G XF
DQG SURFHVVHV RSWLPL]H JR WRxBDUNHWIH FDVK I0RZ IRUHFDWR RHBWEERHY DwWHO\ T R R AR N TROXH
SURSRVLWLRQV IXUWKHU LQFUHDV i MR VRN HEWAI AWK RXU H[SHFWDWLRQ RI S R O R £
FRQVROLGDWHFJHDU SULRULW\ bWy WRQXRSBHW L Q IORTWK SUHGLFDWHG RQ soras S W AT RED QW AR B
UHVRXUFHV WR DFFHOHUDWH D QR DUEMKBIOHYX SSRAMK RXGG JRRG PDUJILQV Q QHW ]

6DYH IRU 2XU &XVWRPHUV SURJUDP DQG IRFXV DQG HPLVVLRQV E\ EULQJLQJ
LQYHVWPHQWY RQ KLJK UHWXUQOHAQKKIHHH ¥ WUSIURM HRWHLQJI FDSLWDO GULYHQ WKH 81 V. JRDO RI NHHSLQJ JORED
WR HQKDQFH WKH FXVWRPHU H[SHPHIHIER HE b W KHETRBWDYDWVRLRRYRIUDO RI p&

EUDQGV RXU (XURSHDQ PDUNHWV DQG WKH FRQWLQXDWLRQ RI

8 6 VHOlI GLVWULEXWLRQ ZLWK QHZ IDFLOLWLHV LV

$IWHU DFRRNWL.@D¥LQPLBOALRQ H[SHFWHG WR EH SDUWLDOO\ RIIVHW E\ VXSSO\ FKDLQ
RXU 6DYH IRU 2XU &XVWRPHBY ISMHY YVREM RSWLPL]DWLRQ SURJUDPV IRFXVLQJ RQ

H[SHFWHG WR \LHOG DW OHDVW | pEUR® HRQI R QH FDAIMHDN DIQBSHQW 2YHUDOO

FRQWLQXH DORQJ WKH SDWK WRZP YEYHRWIRKXDUUHM RDDPK IORZ JHQHUDWLRQ WR UHPDLQ

FXPXODWLYH ELOOLRQ LQ FRYWURDULRYM RWHKW WEHRPLQJ \HDUV DV ZHOO LQ OLQH

IRXU \HDU SHULRG HQGLQJ LQ ZLWK RXU PHGLXP WHUP FXPXODWLYH IUHH FDVK IORZ
IRUHFDVW RI ELOOLRQ RYHU WKH IRXU \HDU SHULRG ([FOXGHV 0
IURP WR

$KROG 'HOHIQABO 5HSRUW
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OHDQZKLOH RXU +XPDQ 5LJKXXW S5BHBIRQUGEGW ZLOO FRQWLQXH WR SURPRWH KHDOWK\ DQG
SURYLGHG DQ XSGDWH RQ RXU HMKRWD\VL OMREBVXUHWY E\ UHIRUPXODWLQJ RZQ EUDQG
KXPDQ ULJKWYVY DUH UHVSHFWHGSEBR®XFILWRDG XWRQG WKHLU OR\DOW\ SURJUDPV WR
'"HOKDL]H DQG WKH EUDQGYV DQ GUMHADRNGY AXKM/ RRBBU\IRU PDNLQJ KHDOWKLHU FKRLFHV
FKDLQV WKH\ UHO\ RQ $GGLWLR.?_|DOO\ WKH UHSRUW JD

v
DQ XSGDWH RQ NH\ SURJUDPV L(%/ﬁ%gvé?z%?')v e [P WHHO FRORY RQ RXU QHZ
RSHUDWLRQV LQFOXGLQJ WKH 'UF Q’%é WY N bR Q Q
DFKLHYH JHQGHU EDODQFH DW & jﬁ@b %%P H SURJUHVV RQ RXU

UHIGHEWLY H RI WKH PBUNHWYSHYE nte gH YHHUVLWA WR KHOS UHGXFH
DOG WR VWULYH IRU LOFOXVCRARUHVWDWLRQ DQG 0DQG FRQYHUVLRQ

/DVWO\ ZH HQGHG WKH \HDU E\ REEWH JOhW\DWgﬁH?QJDJH DVVRFLDWHV DQG JLYH WKHP
ELOOLRQ 6XVWDLQDELOLW\ O;&L §< Ny Tv \g/%%YtWRS DUH FULWLFDO GULYHUV RI RXU

)DFLOLW\ LQ 'HFHPEHU 7KH IDFL VYNRH K%ﬁ Rg riH ZLOO FRQWLQXH WR FUHDWH

ERUURZLQJ WR $KROG 'HOKDL]HRF & ZKHUH D DVVRFLDWHV DUH UHVSHFWHG

SHUIRUPDQFH RQ VXVWDLQDELOPW B\ PO & PR RN

VFRSH DQG HPLVVLRQV UHGXFRWLR Y MANIRIWVESURRRGHY DQ RYHUYLHZ RI WKH PRVW

ZDVWH UHGXFWLRQ DQG RXU LQLMSIRDMLYGIW V6R WIDOIHWY WKDW ZLOO GULYH RXU +HDOWK\

FXVWRPHUYV PDNH KHDOWKLHU FEKRGF6¥VWDLQDEOH VWUDWHJI\ DQG WKDW UHSUHVHQW WKH

.0 ZH UHPDLQ IRFXVHG RQ H?Nﬁ‘)@WL?ﬁEF&WUZH ZDQW WR PDNH D GLIIHUHQFH LQ
U*URXQGHG LQ *RRGQHVVUO VWUD L'PHG DW

PDNLQJ KHDOWK\ DQG VXVWDLQDEOH FKRLFHV HDV\

IRU HYHU\RQH

(6* SHUIRUPDQFHVLQGLFDWRU

3(5)250$1&( ,1',&%$725 '(6&5,37,21 7$5%(7 7$5*(7  7$5*(7 T1$5*(7 71$5%(

RI KHDOWK\ RZQ EUDQG IRRG VDOHV DV D
SURSRUWLRQ RI WRWDO RZQ EUDQG IRRG VDOHYV

5HGXFWLRQ LQ WRQQHV RI IRRG ZDVWH SHU IRRG
VDOHV W PLOOLRQ DJDLQVW EDVHOLQH

$EVROXWHTE2YDOHQW HPLVVLRQV IURP RZQ
RSHUDWLRQV VFRSH DQG WKRXVDQG WRQQHV
DJDLQVW EDVHOLQH IHW |

UHGXFWLRQ LQ DEVROXWH &2 HTXLYDOHQW
HPLVVLRQV IURP RXU YDOXH FKDLQ VFRSH
DJDLQVW EDVHOLQH IHW JHUR

WDUJHWV IRU KHDOWK\ VDOHV IRRG ZDVWH DQG VFRSH DQG FDUERQ HPLVVLRQV LQFUHDVHG GXH WR VWURQJ SHUIRUPDQFH

$KROG '"HOHQXABO 5HSRUW
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6+$5(6 $1' /,67,1*6 6+$5( 3(5)250%1&( ,1 RG 5HWDLOS(: 672
.RQLQNOLMNH $KROG '"HOKDL]H 120 'HF BPEXEO L FWOKH IFWORELQJ S UAKRO® 'BI@ KDL]H VKDUH SULFH ¢Z skroe Hokgt G 0T GRRT Sonp 7 © 0k
OLDELOLW\ FRPSDQ\ UHJLVWHUH$KRQ GV KHD KB WKHRO®IQEBEW\ VKDUH RQ (XURQH[W

ZLWK D OLVWLQJ RI VKDUHV RQ PYRVHU B $BVWHUGBPUHDVH

6WRFN ([FKDQJH $(; DQG (XURQFHWS®BUNMGVWR® 'HFHPEHU

7LFNHU $' %ORRPEHUJ FRGH $XUL QS WKHREBPH SHULRG WKH (XUR 672;;

1/ &86,3 1 ( SHXWHUM)GEHFUHEYHG DQG WKH $(; LQGH]

FRGH $' $6 GHFUHIEYHG

$KROG 'HOKDL]J]HxV VKDUHV WUDGHJLQIWKHKBQGWHGKDL]H VKDUHVY WUDGHG RQ

6WDWHV RQ WKH RYHU WKH FRXQXWRQH[M $PDWNHWDP DW DQ DYHUDJH FORVLQJ SULFH
ZZZ RWFPDUNHWY FRP LQ WKH RRUP RD@BHIUQ BPDYIUDJH GDLO\ WUDGLQJ YROXPH RI
'"HSRVLWDU\ 5HFHLSWV $'5V WLFNHWOBLRD< VKDUHY $KROG 'HOKDL]HxV PDUNHW
%ORRPEHUJ FRGH $'51< 86 ,6,1 FIRSAMWDOL]DWLEQOZDAMRYHDU HQG

86 &86,3 7KH KLIJIKHVW FORVLQJ SULFH IRU $KROG "HOKDL]HxV

X HIW $PVWRIQ GBP—2ZBV
7KH UDWLR EHWZHHQ $KROG 'HO] gg‘éf\'?\?dQ% (W 3 © G BP—Z5Y

WKH ORRBOVWKRIDWG 'HOKDL]H VKDUH SULFH +LJKHVW FORVLRJIRZHVW FORVL@JI<HDU HQG SULFH
RUGLQDU\ 1IHWKHUODQGV HXUR RPLQDWHG DUHV R ] Z4 Z Z

LV LH RQH $'5 UHSUHVHQWYV H $KROG

'"HOKDL]H RUGLQDU\ VKDUH 7KH FRPSOHWH OLVW RI WKH VHOHFW SHHU JURXS
LQFOXGHV :DOPDUW ,QF .URJHU &R 7HVFR 30F

EWUXFWXUH 6SRQVRUHG /HYHO&%VEWFR '"KROHVDOH &RUSRUDWLRQ &DUUHIRXU 6%

-3 ORUJDQ WKH '"HSRVLWDU\ DFWRLERWERH 30F 7DUJHW &RUSRUDWLRQ $OEHUWVRQV

GHSRVLWDU\ EDQN IRU $KROG 'HOKDIPIRAWHE 5, QF DQG &DVLQR 6% 7KH FKDUW

SURJUDP 30OHDWRROWWRWHRRUPHHYRYHQWY WKH SHUIRUPDQFH RI $KROG '"HOKDL]H

GHWDLOV RQ KRZ WR FRQWDFW VEDYRHYIBORMIBUEKQYUKH $(; (XUR 6WRJ[J DQG

WKH $'5 SURJUDP RXU SHHU JURXS RQ DQ HTXDO ZHLJKWHG EDVLV 7KH
SULFH SHUIRUPDQFH RI RXU VKDUHV VKRZQ LQ WKH
JUDSK DERYH LV QRW QHFHVVDULO\ LQGLFDWLYH RI IXWXUH
VWRFN SHUIRUPDQFH

2Q '"HFHPEHU WKH FORVLQJ SULFH RI $KROG
'"HOKDL]HxV $'5 ZDRZWWKDQ WKH FORVLQJ
SULFH RQ 'HFHPEHU ,Q WKH
VDPH SHULRG WKH 'R@HRWDHEY HGG H [

DQG WKH 6GHFUHIEXHG ,Q

WKH DYHUDJH GDLO\ WUDGLQJ YROXPH RI $KROG
'"HOKDL]H $PHULFDQ 'HSRVLWDU\ 5HFHLSWV $'5V
ZDV

$KROG "HOMOAAXBO 5HSRUW
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BHUIRUPDQFH RI $KROG 'HOKDLIH$\% ERPPR QB Y EDFHY S (

RQ (XURQH[W $PVWHUGDP

&ORVLQJ FRPPRQ VKDUH
SULFH DW FDOHQGDU \HDU

HQG LQ

$YHUDJH FORVLQJ
FRPPRQ VKDUH SULFH

LQ

+LIJKHVW FORVLQJ
FRPPRQ VKDUH SULFH

LQ

IRZHVW FORVLQJ
FRPPRQ VKDUH SULFH

LQ

$YHUDJH GDLO\ WUDGLQJ
YROXPH

ODUNHW FDSLWDOL]DWLRQ
PLOOLRQ

6RXUFH )DFW6HW

$KROG '"HOHQXABO 5HSRUW

$V RDQXDU\ WKHUH ZHUH

'XULQJ $KROG 'HOKDL]H UHDOLHEREWHIHYV KHOG LQ WUHDVX
LQFRPH IURP FRQWLQXLQJ RSHUPRARFY EHROEK BIPKRLIH WR FR £h
DQG GLOXWHG LQFRPH IURP FRQWYVHYPQURFHQWLYH SODQ -$18%5<  -$18$5
RSHUDWLRQV SHU WKDWIHF RIQCH$QRH&J '"HOKDL]HXV DXWKRULJHG
LQFRPH IURP FRQWLQXLQJ RSHWIWVALRY ZD¥RPSULVHG WKH IRO(8 - -UHODQG
VKDUH DQG GLOXWHG XQGHUO\LQJ LQFRPH IURP IRUWK SPHULED
FRQWLQXLQJ RSHUDWHEQAKEBDH S KLV FRPPRQ VKDUHV DW
GLIIHUHQFH EHWZHHQ RXU UHSR UXDHX i GI® FRKQGHUO\LQJ SHVW Rl (XURSH
LQFRPH IURP FRQWLQXLQJ RSHUDWLRQV L\ JHODWHE, WR D,y JUDQFH

QHWPLORIRRQH WLPH FKDUJHV VKDUHV DW SDU YDOXH HD 7KH 1HWKHUODQGV

6+$5( &$3,7$/ § FXPXODWLYH SUHIHUISHVW RI WKH ZRUOG

'XULQJ $KROG 'HOKDL]HxV LVVXHG D9V YDOXH HDFK *HUPDQ\
RXWVWDQGLQJ GKIFUHEDHBEWDO )RU DGGLWLRODO LQIRUPDWLRQ 8QGLVFORVHG
DSSURI[LPDWHDFIRPPRQ VKDUHV WRDUH FDSHRWEH WRHWKH FRQVROLGAWHG,, .

PLOCGHRRPRQ VKDUHV 7KLV GHEYHBY¥HDO VWDWHPHQWYV 7KH 1THWKHUODQGV H[FOXGHV WKH SHUFHQ
UHVXOWHG PDLQO\ IURP WKH VKDUH EX\EDFN RI DOO UHWDLO KROGLQJV DQG WUHDVXU\ VKD

ELOOLRQ DV DQQRXQFHG RQ 1RYHPEHU 8QGLVFORVHG
POMLQDOO\ RIIVHW E\ WKH LVVXDQFH RI VKDUHV IRU WKH
&RPSDQ\xV VKDUH EDVHG FRPSHQVDWLRQ SURJUDP

7KH FRPPRQ VKDUHV LVVXHG GHFUHDVHG E\
PLOOLRQPLOMWQVKH HQG7 IRH

GLIIHUHQFH EHWZHHQ WKH FRPPRQ VKDUHV

RXWVWDQGLQJ DQG FRPPRQ VKDUHV LVVXHG DUH WKH

WUHDVXU\ VKDUHV
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6LIJQLILFDQW RZQHUVKLS”T—'\HI'ROORZ'-QJ WDEOH OLVWV W@ND’SWR‘@@WUVW‘PWXUQV 6KDUH EX\EDFN

YRWLQJIbVKDUHV HFRUG '-Q WKHL$)SV|:JS;';/\\/NW:|U REQ I$IFWIXP U WKH *HQHUDO 024 WR QH FREIH U $KROG 'HOKDI
$FFRUGLQJ WR WKH 'XWFK )LQDQ Q BﬂHHd@HW{?"bgggﬁ‘?‘HG WKH BQYRXIQGERYWUZRXCRI UHWXUQ
6XSHUYLVLRQ $FW DQ\ SHUVRQ R%%C\I)/—Y Q\)%V V& RRRP QY SHU FRPPRQ VKDUH 7KH LQWKDUPIGROGBHQE\RPHDQV RI D VK
GLUHFWO\ RU LQGLUHFWO\ DFT)§L‘LLRHJVII—R\U%§D.QSRK2)HV RIVIKQUHKROGLQSJHU FRPPRQ VKDUH ZDV SDLEURQUIHS WHREKW DV FRPSOHWHG |
LQWHUHVW LQ $KROG HOKDL]HXVYFFDA‘HLLQ\HJB(WBR/LFO’HRWLCQRQLDQAX\D 7KH ILQDO GLYLEHQERAPRQ $Q DGGLWLRQDO ELOOLRQ Vv
PXvW LPPHSLDWHOL JLYH ZULWwdg FeLDDw Kkwaor o Vkouw 20V SDLO RQ SSULO  SURJUDE 20¥ DQQRXGEHS RO 1R
IHWKHUODQGV $XWKRULW\ IRU WK D v \ Y RO HWOIGHR

$XWRULWHLW )LQDQFL«OH 0DUNWH Q)GLL‘NNKH YRWLQJ Uﬁﬂgw,:ﬁ\gt\ﬁ%wd(% gt ODLQWDLQLQJ D EDODQFHG

DFTXLVLWLRQ RU GLVSRVDO FDXVIIW HUFHQWDJH RI FRPSDUHG WR UngHLF?NFLUQHJD RﬁHHQE}?%@LQJ JURZWK LQ NH\
RXWVWDQGLQJ FDSLWDO LQWHUlgié/\)o!DWHYGR/\WJL»-QJ\AN&MJ\&MWU‘W@RQVQVWDL\/Q(ﬁ)an-lmaoyszw& Rl WKH GFH ig#(é(g %'ﬂ)%ﬁﬁ.]@gg {éb "Fvﬁ/[\)(\)N'f

E\ WKDW SHUVRQ RU OHJDO HQWLW\ WRrWH RFBKY MKW G AW FORVYBSRIG VIHHAPE IHUS D \ R X\ WHIBVR
IDOO EHORZ DQ\ RI WKH IROORZLQJ WKUHVKROGYV H[SHFWHG GLYLGHQG SD\PHQV? Gﬁf\gﬂi,vaHWKxHF% é‘é";’gé’;\/”‘jé

§$PXQGL $VVHW 0DQDJHPHQwW o XQGHUOILQJ LQFRPH IURP FRQWIE 35'F b J*BB\LB'LF%%%DUW RI WKH |

VKDUHKROGLQJ YRWLQJ ULJHOWYURYUBOR\VWRHRQIQHUDO 0HHFWXBYHG WKURXJIK WKH SURJUDP
$XIXVW 6KDUHKROGHUV D ILQD G L WIKDHRG R
7KH REOLJDWLRO WR ORWLI\ WK S SO H SDLG RQ $SULO 7KLV LV LQ DGGLWLRQ WR
ZKHQ WKH SHUFSQWD?H RI FDSmeg\g]ﬁiﬁy\y&Q% Y ,MU_@VK,JDUH FERNpuLF GLYSIGHEEDRIH  ZKLFK
VR & V1R HG R RQ 6HSWHPEHU

ULJKWV UHIHUUHG WR DERYH FKDQJHV DV D UHVXOW RI
FKDQJH LQ $KROG '"HOKDL]H V WRY Kq:)@F %%QWDZQ\%@%?H ILOLQJ UHTXLUHPHQWVY WKH SHUFHQWDJHV
J

FDSLWDO RU YRWLQJ ULIKWV ,Q PovGa Nl RQyy @& BRw K X DiVo 8Os kv Rdwr Ebl Kokt o oo M 036l UIRUPDQFH LQGLFDWRUYV
DSSO\ WR LQYHVWRUYV YRWLQJ ULJKWV )XUWKHU [BHIADLDQ @D

JRU IXUWKHU GHWDLOV RQ WKH
VKDUHVY DQG WKH SHUFHQWDJH
FDSLWDO WKH\ UIHRSMIHWRQWKH/H )LQDO GLYLGHQG

FRQVROLGDWHG ILQDQFLDO VWL oQWHULP GLYLGHQG 13

'LYLGHQG SHU FRPPRQ VKDUH

'LYLGHQG \LHOG
3D\RXW UDWLR
GLYLGHQG VXEMHFW WR WKH DSSURYDO RI WKH DQQXDO *HQHUDO OHHWLQJ RI 6

$KROG '"HOHQXABO 5HSRUW
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7KH PXOWLSOH \HDU RYHUYLHZ LV SURYLGHG IRU WHQ \HDUV H[FHSW IRU HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH LQIRUPDWL
WKH LPSDFW RI ,)56 ,Q DGGLWLRQ LW VKRXOG EH QRWHG WKDW \HDUV SULRU WR RQO\ UHODWH WR WKH IRUPHU $KROG EXVL

5(68/76 &$6+ )/2: $1' 27+(5 ,1)250%$7,21

v 0,//,21 (;&(37 3(5 6+%$5( '$7$ (;&+$1*( 5$7(6 $1' 3(5&(17%*(6 UHVWDWHG{
1HW VDOHYV

21 ZKLFK RQOLQH VDOHYV

1HW VDOHV JURZWK DW FRQVWDQW H[FKDQJH UDWHYV

2SHUDWLQJ LQFRPH

8QGHUO\LQJ RSHUDWLQJ LQFRPH PDUJLQ

1HW ILQDQFLDO H[SHQVH

,QFRPH IURP FRQWLQXLQJ RSHUDWLRQV

,QFRPH ORVV IURP GLVFRQWLQXHG RSHUDWLRQV 0 o o o o
1HW LQFRPH

(DUQLQJV DQG GLYLGHQG SHU VKDUH

1HW LQFRPH SHU FRPPRQ VKDUH EDVLF

1HW LQFRPH SHU FRPPRQ VKDUH GLOXWHG

,QFRPH IURP FRQWLQXLQJ RSHUDWLRQV SHU FRPPRQ VKDUH EDVLF
,QFRPH IURP FRQWLQXLQJ RSHUDWLRQV SHU FRPPRQ VKDUH GLOXWHG
'LYLGHQG SHU FRPPRQ VKDUH

&DVK IORZV

JUHH FDVK IORZ

1HW FDVK IURP RSHUDWLQJ LQYHVWLQJ DQG ILQDQFLQJ DFWLYLWLHYV
&DSLWDO H[SHQGLWXUHV LQFOXGLQJ DFTXLVLWLRQV

&DSLWDO H[SHQGLWXUHV DV RI QHW VDOHYV

5HJXODU FDSLWDO H[SHQGLWXUHYV

5HJXODU FDSLWDO H[SHQGLWXUHV DV Rl QHW VDOHYV

$YHUDJH H[FKDQJH UDWH SHU

ILJXUHV KDYH EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW RI WKH LPSOHPHQWDWLRQ RI ,)56 /HDVHV )LQDQFLDO LQIRUPDWLRQ SULRU WR KDV QRW EHHQ UHVWI
,QFOXGHG IRUPHU "HOKDL]H EXVLQHVV DV RI -XO0O\
1HW VDOHV JURZWK LQ DQG LV DGMXVWHG IRU WKH LPSDFW RI ZHHN LQ DQG 1HW VDOHV JURZWK LQ DQG LV FDOFXODWHG EDVHG RQ D y
RQ D ZHHN FRPSDULVRQ WR DQG UHVSHFWLYHO\

7KH DPRXQWYV UHSUHVHQW DGGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW ULJKW RI XVH DVVHWY LQYHVWPHQW SURSHUW\ DQG LQWDQJLEOH DVVHWYV 7KH DPRXQ\
7KH DPRXQWYV UHSUHVHQW DGGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW ULJKW RI XVH DVVHWYV LQYHVWPHQW SURSHUW\ DQG LQWDQJLEOH DVVHWV H[FOXGLQJ

$KROG '"HOHQXABO 5HSRUW
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%$/$1&( 6+((7 $1' 27+(5 ,1)250%$7,21

"HFHPEHU
-DQXDU\ -DQXDU\ -DQXDUYHFHPEHU '"HFHPEHU -DQXDU\ -DQXDU\ 'HFHPEHHFHPEH

v 0,//,21 (;&(37 )25 180%(5 2) 6725(6 $1' 27+(5:,6( ,1',&$7(’ UHVWDWHG { { {

*URXS HTXLW\

6KDUH EX\EDFN [e)

*URVV GHEW

&DVK FDVK HTXLYDOHQWVYV DQG VKRUW WHUP GHSRVLWY DQG VLPLODU LQVWUXPHQWY DQG
LOQYHVWPHQWY LQ GHEW LQVWUXPHQWY O FXUUHQW SRUWLRQ

1HW GHEW

7RWDO DVVHWYV

1XPEHU Rl VWRUHV

1XPEHU RI HPSOR\HHV LQ WKRXVDQG )7(V

1XPEHU RI HPSOR\HHV LQ WKRXVDQGV KHDGFRXQW
&RPPRQ VKDUHV RXWVWDQGLQJ LQ PLOOLRQYV
6KDUH SULFH DW (XURQHI[W

ODUNHW FDSLWDOL]DWLRQ

<HDU HQG H[FKDQJH UDWH SHU

ILJIXUHV KDYH EHHQ UHVWDWHG WR UHIOHFW WKH LPSDFW RI WKH LPSOHPHQWDWLRQ RI ,)56 /HDVHV )LQDQFLDO LQIRUPDWLRQ SULRU WR KDV QRW EHHQ UHVWIL
,Q DQG DQ DGGLWLRQDO PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ ZHUH UHWXUQHG WR VKDUHKROGHUV WKURXJK D FDSLWDO UHSD\PHQW
$W 'HFHPEHU WKH QXPEHU RI VWRUHY DQG HPSOR\HHV LQFOXGH GLVFRQWLQXHG RSHUDWLRQV 6ORYDNLD

(19,5210(17$/ 62&,%$/ $1' *29(51$1&( ,1)250%$7,21
+HDOWK\ RZQ EUDQG IRRG VDOHV PLOOLRQ
RI KHDOWK\ RZQ EUDQG IRRG VDOHV RI WRWDO RZQ EUDQG IRRG VDOHV
UHGXFWLRQ LQ WRQQHV RI IRRG ZDVWH SHU IRRG VDOHV W PLOOLRQ

UHGXFWLRQ LQ DEVROXWH &2 HTXLYDOHQW HPLVVLRQV IURP RZQ RSHUDWLRQV VFRSH DQG %DVHOLQH
ILJXUHV DUH U&rwoumsd |[RU PRUH LQIRUPDWLRO 1RWH WKDW WKH DQG ILJXUHV ZHUH QRW UHVWDWHG WR WKH VDPH (6* UHSRUWLQJ VFRSH

7KH UHGXFWLRQ LV PHDVXUHG DJDLQ W PLOCU6* VWDWIIRU PRUH LQIRUPDWLRQ 1RWH WKDW WKH DQG ILJXUHV ZHUH QRW UHVWDWHG WR WKH VDPH (6* U
ZKLFK W PLOOLRQ

7KH UHGXFWLRQ LV PHDVXUHG DJDLQVW WKKR XM YG WHRED R HYWD DM IQOWL @ RISV MR W HIERHIQMRAU H L QIR BMHAWWRQW WKH DQG ILJXUHV ZHUH QRW UHVWDWHG WR WKH VDPH

DJDLQVW WKH EDVHOLQH XVHG MXRXVIZ®GFWROYH YV

$KROG '"HOHQXABO 5HSRUW
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2XU (QWHUSULVH 5LVN7('.’5 LD
(50 DVVHVVPHQW LV E
D

Gty |
&l pr

W SURYLGHV DQ RYHUYLHZ RI
LVNV LGHQWLILHG E\ WKH FRPSDQ\
QW WR WKH EUDQGVx RSHUDWLRQV

<R X

I-OV[L@I-HKRUL]RQ RI HDFK RI WKH ULVNYV

LGHQWLI\ DVVHVV DQGFLW 1] IE AVAHW®LOHG LQIRUPDWLRQ LQFOXGLQJ D
RQ ULVNV DQG RSSRU\AP%%PHV(\BQFIEFII:yF&Y/gRO\RI WKH DFWLRQV WDNHQ WR PDQDJH
ZLWK RXU VWUDWHJLF % e Y B S Py N v DQG XQFHUWDLQWLHYV

ILQDQFLDO DQG FRPSOL i sl oLwLRG R
EXVLQHVV REMHFWLYH @Rﬁ, SPHQWQ
PRVW VLIQLILFDQW RU YSULOFLSDC FLSDO

ULVNV LGHQWLILHG D UphERG Wia P B

ULVN DSSHWLWH DQG ULVN

HWKDW WKHVH FDWHJRUL]DWLRQV
HG WR HDFK ULVN DUH

SUHVHQW D PDWHULDOVXERQHFQIFHDQ Qiwv¥UNH DQG WKH DFWXDO PDWHULDOL]DWLRQ

DQG LPSDFW RI D ULVRK®MY GLIIHU

7KH SULQFLSDO ULVNV KDYH EHHRQ \FEMNIRE LIHG E\ WKHLU
UHODWLRQVKLS WR VWUDWHJILF RSHUDWLRQDO ILQDQFLDO
FRPSOLDQFH RU (6* UHODWHG EXVLQHVV REMHFWLYHV

DQG OLQNHG WR WKH UHODWHG JURZWK GULYHU :H IXUWKHU
GLIIHUHQWLDWH WKHVH SULQFLSDO ULVNV E\ WKH VHYHULW\ RI
WKH QHW ULVN HJ UFULWLFDOU RU UKLJKU WR WKH
RUJDQL]DWLRQ DQG KRZ LW KDV FKDQJHG RYHU WKH

FRXUVH Rl WKH \HDU 7KH VHYHULW\ FDWHJRUL]DWLRQ LV
EDVHG RQ RXU DVVHVVPHQW RI WKH OLNHOLKRRG RI WKH

ULVN RFFXUULQJ WKH SRWHQWLDO ILQDQFLDO DQG RU
UHSXWDWLRQDO LPSDFW DQG WKH UHOHYDQW PLWLJDWLQJ
DFWLRQV ZH KDYH LQ SODFH

(IFHSW IRU WKH DGGLWLRQ RI FOLPDWH UHODWHG DQG
LQVXUDQFWHKH BN QFLSDODWH/ NV UHSRUWHG

ODUJHO\ VLPLODU FRPSDUHG WR ZKDW ZDV GLVFORVHG LQ
RXU $QQXDO 5HSRUW WKH KR KDWHEHH Q

D JHQHUDO KHLJKWHQLQJ RI WKH VHYHULW\ RI D
VLIQLILFDQW QXPEHU RI WKHVH ULVNV 7KLV LV ODUJHO\
DVVRFLDWHG ZLWK WKH LPSDFW Rl WKH FKDOOHQJLQJ
PDFUR HFRQRPLF HQYLURQPHQW DQG LQIODWLRQDU\
SUHVVXUHV ZKLFK KDYH EURDG LPSOLFDWLRQV RQ WKH
ULVNV DQG RXU DELOLWLHVY WR PLWLJDWH WKHP ,QKHUHQW
ULVN UHODWHG WR F\EHU VHFXULW\ FRQWLQXHV WR ULVH
SDUWLFXODUO\ ZKHQ DOVR WDNLQJ LQWR FRQVLGHUDWLRQ
WKH LPSOLFDWLRQV RI VHFXULW\ EUHDFK LQFLGHQWYV DW
DQ\ Rl RXU WKLUG SDUW\ YHQGRUV 7KH LPSDFW RI WKH
&29," SDQGHPLF RQ RXU EXVLQHVV RSHUDWLRQYV

DQG ULVN SURILOH KDV VLJQLILFDQWO\ OHVVHQHG GXULQJ
WKH \HDU KRZHYHU ZH IDFH GLIIHUHQW FKDOOHQJHV LQ
WKH SRVW SDQGHPLF DGMXVWPHQW SHULRG DQG

FRQWLQXH WR PRQLWRU GHYHORSPHQWYV

$KROG '"HOHQXABO 5HSRUW

IURP

7KH DVVHVVPHQW Rl WKH SRWHQWLDO QHW ULVN VHYHULW\ DQC
DUH GHILQHG DV IROORZV

&ULWBHUPDQHQW UHGXFWLRQ RI JOREDO RU @RFHIRQEUW QY GPUHSSOLDWHR® RI JOREDO RU O
DQG RU PRQHWDU\ ORVV JUHDWHU WKDQ PL@® IRRQPRQHWDU\ ORVV OHVV WKDQ PLO!

e

5LVN WUHQG LQFUHDVISQ¥N WUHQG I0ODW 5LVN WUHQG GHFUHDVLQJ
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5,6.6 $1' 23325781,7,(6
(50 35,1&,3%/ 5,6. 352),/( EN

JROORDLRODUGHQLQJ RI WKH LQVXKDB ®XWFRBNHWWI RXU (50 DVVHVVPHQW DQG (6*

UHODWLQJ WR FHUWDLQ DUHDV RDWRIYHDODIWM\ZHVKBYMPHQW GHVFULEHG LQ WKH VHFWLRQV
UHFRJQL]JHG D QHZ SUQRRUSR® HRIMMEFREDO Ul VNV DEG QW UR G YWOLORQ HV

DGGLWLRQ JLYHQ LWV LQFUHDVWWR (§¥HQYH PD/QRH\ FESXWV WR RXU DQQXDO

KDYH VSOLW WKH (6* SHUIRUP D QAHUDM/HIUBSRBUWRIGAHQWLI\LQJ WDQJLEOH DFWLRQV DQG
WKH SUHYLRXV \HDU LQWR WZR VHSR WPLWH JDIWINR/Q SURFHVVHY WKDW GULYH WKH IRUPDWLRQ
UHFRJQL]JLQJ D SUBRFLSW®OLVNRIRSROLFLHY SURFHGXUHV DQG FRQWUROV WKH VFRSH RI
H[SHFWDWLRQV RQ@ Y6ZWCRB DRVD LQHZHUQDO DXGLW DFWLYLWLHV DQG RXU EXVLQHVV SODQQLQJ
SULQFLSDO ULVN WR O HBDW B WHDPSRYEHW RUPDQFH SURFHVV 7KH LPSOHPHQWDWLRQ RI
ULVMNWHLY!L URQPIRQWDPRUH GHWWNKMHIGGHQWLILHG DFWLRQV LV PRQLWRUHG WKURXJK
GLVFXVVLRQ RQ FOLPDWH FKDQJH DRI IXGIF Bl FWD B HHWAH

DUH WDNLQJ LQ UHODWLRQ WR R,\p %’(%@%@&@T@%ﬂ[@%@HDG FDUHIXOO\

RXU YDOXHREKIRALQJ LQYHVWPH
GXULa) WRH D0 D06 D Unext gﬁ? HGPHLER MK eRpsDQLY ExvLotY Lty

OLDELOLWLHV WKH SBHQVRRQO\ R W
SODQVVN KDV EHHO GRZQNDGH@ %\/}%ZSL g%loqq\,gﬁ/mgy $QQXDO 5HSRUW 7KHVH ULVNV DUH
FROVLGHUNG D SULQFLSD0 ULV ] KR S R YR F oW HUL Do LI oG RU KDYH D
;(RQUFESV?,'BVC/QRV%E?%‘WUWQD@DQG PDWHULDO DGYHUVH HIIHFW RQ $KROG 'HOKDL]HxV

ILQDQFLDO SRVLWLRQ UHSXWDWLRQ UHVXOWYV RI RSHUDWLRQV
‘H KDYH OLONHG WKH (BR\WWR SLB®QGFOQMKLGLW\ RU FDXVH DFWXDO UHVXOWV WR GLIIHU
LGHQWLILHED VBHII W HW | [ZV WY WRHNQMW LDO O\ ITURP WKH UHVXOWY FRQWHPSODWHG LQ WKH
UHODWHG SULQF 2XMIOlL D MUANMW BQYEBLZDUG ORRNLQJ VWDWMWKHEWY FRQWDLQHG LQ
DSSURDKKH PDWHULDOLW)\ DVVHV&PEOND SHBRHMW DV IXUWKHU VHW RXW LQ WKH
HQDEOHV XV WR LGHQWLI\ DQG RUDDRNILRM I H \RXRIMALAEHW
UHOHYDQW (6* WRSLFV EDVHG R% WHHTEO—P-SD EW

K] DQG

LPSRUWDQFH WR $KROG 'HOKDL] '*EW“"\LN'RDXDU‘Q*’ W#PQD@UFHHL%'LRVUNPBW(';R&QRPSOLD -

LPSRUWDQFH WR VWDNHKROGHU QDR Q Q
“5& )JUDPHZRUN (50 SURJUDP DQG ULVN

7KH IROORZL@UVAEMWSIRM ULVNV DO®SH'6HODWHULDOIW! D2XIWVPHQW
XQEHUWDSQRWMIHOMHY DQ RYHUYLHLQWHIUDWHG® HDRBURQ@P¥VKRU GHWDLOV RQ WKH
SULQFLSDO ULVNV LGHQWLILHG PIR¥FOXICDQ J & WHRBEFVSIMQAB® XRZ WKH\ DUH UHODWHG WR
WKH ULVN GHYHORSPHQWY QRWRDGUGKXIMNYSURILDBG D

EULHI GHVFULSWLRQ RI WKH SULPDU\ PLWLJDWLQJ DFWLRQV

LQ SODFH WR PDQDJH HDFK ULVN

6HEXU /HDGILQI1 7RIHWKHU V
IRU PRUH LQIRUPDWLRQ

$KROG "HOMOAAXBO 5HSRUW



5,6.6 $1' 23325781,7,(6 ..

35,1&,3%/ 5,6.6 $1' 81&(57%$,17,(6

675$7(*,& 5,6.6

&203(7,7,9( (19 5210(17 $1'6(9(5’7< '(9(/230(176 ,1 +2: :( 0%1%$*( 7+,6 5,6.
0$&52 (&2120,& '(9(/230(176 "HWHULRUDWLRQ LQ PDFUR HFRQRPL:H KDYH FRQWLQXHG WR LPSOHPHQW RXU /HDGLQ
U RV FéHQHUJ\SULFHV DQG UL'WHUYHG XV ZHOO GXULQJ 2XU IRXU NH\ JURZ\
\%VKUDD%JLHVG/L\QISDV(\SKFHRII:’EZ%VHLV\\IIVLLVI\?/EYI;'Q%DDﬂlLQFUHDVHG %f Vf %VHKROGV SXUFKDVLQJ HQVXUH WKDW RXU EUDQGV FRQWLQXH WR PHHW
. R RXU EXVLQHVV ,QI(H[SHFWDWLRQV RI FRQVXPHUV ZKLOH RIIHULQJ D

SV%DSQLI(:;\\//XHP?U’\::;V(\;/ ;E()QVCVHHD?/VXGQI%%S%EZVIXVD?L?EF)\!O H\RQG IRRG DQG HQHLLQ WKH PDUNHWYV WKH\ VHUYH )JRU PRUH GHWDLC
VHV WKURXJKRXW WKIVWUDWHJI\ DOG JUR REKKAHNRN G IHDIN 7 B/ HH D QEEXY W UL

(F;'EE\)NQHJUHLRSUDDF\ELD;(LQQLJQDSDGFSQV‘F"ERLQQF\{NP'i'LFl(Jéé"(SGLF\AF;E(FfO @QV%UWDWLRODFQJG ODERIREZRAKY 6 HMIMINRGXEW IRU GHWDLOV RQ RXU PD
g H‘E’.ﬂé‘,H&m% WKHU GHWDLOV $(DSSURDFK WR WKHVH VIOWMWHDA. QDELOLW\ WRSLFV

D GLVWLQFW UHVSRQVH E\ $KROG 'HOKDRYHD @R X0 KH UHWDLO ODOGVEDS

ORVV RI FRPSHWLWLYH DGYDQWDJH.:GREUHQ¥E LQ VKRSSLOJ SUHIHUHQEHYV Fh wu §IRV\§<U VKRUW WHUP S

HURVLRQ RI PDUJLQV DQG DQ LQDELOLW\ WR GHOLY « g\ |}z RQV RXU +H
DVY)K WQW

VIR SIS SIS Ll AN sxuFKDVLQQJGLV(\QIKUHHEIIS\L/JVD\%%UF\}/(?:%%UV Lé W'-HV < LFK
FKDOOHQJHV DQG RSSRUWXQLWLHV Egggg DOHQW UHSUHVHQW WK
WUDGLWLRQDO UHWDLOHUV KDYH UHW E\ DGMXVWLQJ SURGXFW
DVVRUWPHQWYV SULFLQJ DQG SURPRWLRQDO RIIHULQJV IRFXVLQJ RQ
WKH KHDOWK DQG VDIHW\ Rl FRQVXPHUV DQG UDPSLQJ XS
LQYHVWPHQW LQ KRPH GHOLYHU\ RU FOLFN DQG FROOHFW
FDSDELOLWLHV :H H[SHFW FRQVROLGDWLRQ ZLWKLQ WKH UHWDLO
VHFWRU LQ WKH 8 6 LQ SDUWLFXODU DQG WKH UHVXOWLQJ LPSDFW RQ
WKH FRPSHWLWLYH HQYLURQPHQW ZLOO UHTXLUH DWWHQWLRQ

201,&+$11(/ 6(9(5,7< "(9(/230(176 ,1 +2: :( 0%$1%*( 7+,6 5,6.

$1' ', *, 7%/ *52:7+ 7KH LPSDFW Rl &29," KDV FRQWLQX:KLOH RPQLFKDQQHO DQG GLJLWDO JURZWK ZDV |
HUH KDV EHHQ D VXEVHTX/HDGLQJ 7RIJHWKHU VWUDWHJ\ WKH LPSDFW RI W

EE%QDGE\I;SLRVIVI\HVJEQ%\eLLYVHGRHPSQHLQFGKIESVQWX(SRQ ZKHWKHU +RZHYHU WKLV VKLIWWR SULRULWL]H LOQYHVWPHQWY LQ RXU RPQLFKD(

VWULNH D EDODQFH EHWZHHO JURZWK DOG SURILWE QJ PDFUR HFRQRPLF FLQWHUQDO FDSDELOLWLHV 7KLV KDV LQFOXGHG

UHOLHV RQ RXU EUDQGVx FDSDFLW\ WR PHHW GHPD Ls VXPHUVx GLVSRVDEOSODWIRUPV VXSSO\ FKDLQ FDSDELOLWLHY DQG V

PD[LPLILQY FRVW HIILFLHQF\ 2XU E FKDQJHV LQ FRQVXPHUVx 1HZ <RUN &LW\ EDVHG JUHVK'LUHFW )RU PRUH LQ

LQLWLDWLYHV XQGHUZD\ WR EHWWH7U0%T-|2Y5H'L?I5JH RX Y Eé@'ée%@ﬁyém WKH SDQGHPIZH KDYH PD G WP QVEKD )QHO JURZWK

RSHUDWLRQDO LPSURYHPHQWYV )DLOXUHDWR VXFFH : K AOLYEED DOE POLEN DOE FREOQHER] RINEDEQIY

HIHEXWH WKHVH LOLWLDWLYHYV PD\ SUHYHOV H LSEQEG VWURQJ ,Q WKH PHGLXP WHUP SRVW SDQGHPLF

RXU JURZWK DPELWLRQV RU NHHSLQ3%SBFR 2%k RX X alC SIS LA AR DV e ST EOF IR DS L2l DO)S

FRPSHWLWLRQ DOG FROVXPHU H[SHEWDWLROV 7KL F NLQJ DUH OLNHO\ WR FRQWLQXH SUHYHQWLQJ D VXGGHQ

EURNHQ RXW VHSDUDWHO\ IURP WKH FRPSHWLWLYH SGWEDPFRI’\IQVIY\I;IRSUUHDQS(??J(&T/PSLRFQ(?HV\\I(;(\)NVKHZVXHUHEYURDOQYGL\gJ

ULVN JLYHQ LWV LPSRUWDQFH WR RXU RYHUDOO VW HU KDELWYV DQG DGMXVW WKHLU RPQLFKDQQHO RIIHULQJV

DFFRUGLQJO\ 7KH GHFLVLRQ ZDV PDGH GXULQJ WR SXW
WKH ERO FRP ,32 RQ KROG XQWLO PDUNHW FRQGLWLRQV DUH
PRUH IDYRUDEOH

$KROG "HOHQXABO 5HSRUW



5,6.6 $1' 23325781,7,(6 ..

35,1&,3%/ 5,6.6 $1' 81&(57%$,17,(6

23(5%$7,21%$/ 5,6.6

%86,1(66 &217,18,7< 6(9(5,7< "(9(/230(176 ,1 +2: :( 0$1$*( 7+,6 5,6.
'LVUXSWLRQ RI FULWLFDO EXVLQHVV SURFHVVHV G :KLOH GLVUXSWLRQ UHODWHG WR &29:H KDYH HYWDEOLVKHG D JOREDO EXVLQHVV FRQW
WHUP RU SHUPDQHQW ORVV RI NH\ SHUVRQQHO IDFWKHUH LV VWLOO D ULVN RI IXUWKHU JRYHUQDQFH VWUXFWXUH DQG IUDPHZRUN IRU HQV
XWLOLWLHV ,7 LQIUDVWUXFWXUH RU_NHY VXSSOLCHUDURXQG SRWHQWLDO QHZ YDULDQWYV 7KLV SURJUDP LV VXSSRUWHG E\ GHGLFDWHG EXVL
QRQ DYDLODELOLW\ RI SURGXFWV IRGEXVWRPHUV CWKURXJKRXW RXU EUDQGVx RSHUDWL JOREDOO\ DQG ZLWKLQ HDFK Rl RXU EUDQGV ZKR
VLIJQLILFDQW DGYHUVH LPSDFW RQ FRPPHUFLDO RS OHJDF\ VIVWHPV DQG WKLUG SDUW\ VISURWRFROV DQG UHSRUWLQJ DQG SURYLGH UHJXC
UHYHQXHV UHSXWDWLRQ DQG FXVWRPHU SHUFHSWISRVH FKDOOHQJHY DQG ULVNV WR EX'WR VHQLRU OHDGHUVKLS RQ FULVLV PDQDJHPHQW

7,0( +25,=21 HQHUJ\ FRVWY DQG WKH ULVN RI IXWXHYHQWYV 2XU EXVLQHVV FRQWLQXLW\ SURJUDP LQI
\HDUV UHVXOWLQJ IURP WKH ZDU LQ 8NUDLQDUHDYV DQG PRQLWRULQJ RI YHQGRUV DQG WKLUG
SDUWLFXODUO\ LQ (XURSH 6XSSO\ FKUHVSRQVH WR WKH ZDU LQ 8NUDLQH ZH DFWLYDW!|

*52:7+ '5,9(56 DYDLODELOLW\ LVVXHV ZKLFK ZHUH FSURWRFROV LQ RUGHU WR EDODQFH GHPDQG DFUR

HDVHG WRZDUGV WKH HQG RI WKH \HCVXSSRUW WKH EUDQVEVYHPTHOD/'WLRQV
DURXQG SDUWLFXODU SURGXFW FDWHJRULHV LQ VRPH UHJLRQV &OLPDWH
FKDQJH FRQWLQXHV WR EH WRS RI PLQG DQG FOLPDWH HYHQWV GXULQJ
UHFHQW \HDUV VKRZ WKH QHHG IRU FRQVLVWHQW FRQVLGHUDWLRQ RI
LQYHVWPHQWY DURXQG FOLPDWH FKDQJH DGDSWLRQ DQG PLWLJIJDWLRQ

&<%(56(&85,7< 6(9(5,7< '(9(/230(176 ,1 +2: :( 0%$1%$*( 7+,6 5,6.
2XU EUDQGVxXx EXVLQHVVY RSHUDWLRQV DUH GHSHQG 7KH RPQLFKDQQHO VKLIW DQG GLJLW:H KDYH LQ SODFH D JOREDO ,QIRUPDWLRQ 6HFXL
XQLOQWHUUXSWHG RSHUDWLRQ RI ,7 VIVWHPV QIRUFRQWLQXHG GXULQJ LQFUHDVLQ.DQG FRQWURO IUDPHZRUN DFURVYV DOO RXU UHJL

VHEXULW\ WKUHDWV RU WKH PDOLFLLRXV H[SORLWDV:H KDYH VHHQ DQ LQFUHDVHG OHYHODQG GHILQHV RXU SURFHGXUHV IRU PLWLJDWLQJ
YXOQHUDELOLW\ PD\ UHVXOW LQ D FRPSURPLVHG ,7RXU QHWZRUNV DQG LOQWHUQHW IDFL7KH\ LQFOXGH D YDULHW\ RI SUHYHQWLRQ DQG G
V\VWHP IDLOXUH RU D EUHDFK RI VHQVLWLYH FRPSL$QG DOWKRXJK WKHUH KDV EHHQ QFEXW QRW OLPLWHG WR DVVRFLDWH WUDLQLQJ D

LQIRUPDWLRQ RUJDQL]DWLRQ WR GDWH WKHUH KD SURYLGHUV :H FRQVLVWHQWO\ LPSURYH WLJKW|
7,0( +25,=21 LQFUHDVH LQ WKH IUHTXHQF\ DQG VIGHIHQVH FDSDELOLWLHY WR NHHS SDFH ZLWK WK
\HDU FRPSDQLHV ZKRVH VI\VWHPVY DQG GDVRXU FRPEDBD@Q

H[SORLWHG E\ PDOLFLRXV KDFNHUV
*52:7+ '5,9(56

$KROG "HOHQXABO 5HSRUW



5,6.6 $1' 23325781,7,(6

35,1&,3%/ 5,6.6 $1' 81&(57%$,17,(6

23(5%$7,21%$/ 5,6.6

25*$1,=("' /1$%25

6(9(5,7<

"(9(/230(176 ,1 +2: :( 0$1%*( 7+,6 5,6.

2XU XQLRQL]JHG EUDQGYV PD\ QRW EH DEOH WR QHJR 7KH &29,"' SDQGHPLF DQG WKH UHV.7KH +5 IXQFWLRQ LQ HDFK RI WKH EUDQGV PDQDJ
DFFHSWDEOH WHUPV IRU HIWHQVLRQV DQG UHSODFIZRUNLQJ SUDFWLFHV KDV FRQWLQXHDVVRFLDWHY DQG ZKHUH DSSOLFDEOH WKH XQL
FRQWUDFWY DV D UHVXOW RI LQFUHRYHG GHPDQGYV EHLQJ SK\VLFDO DQG PHQWDO KHDODUH PDGH WR HQVXUH DQ HDUO\ EDUJDLQLQJ DS

H[SHFWDWLRQV ZLWK UHJDUG WR FRP
IURP XQLRQV ZKLFK PD\ OHDG WR RUJDQL]JHG ZRUN
DDQG ULVLQJ ODERU FRVWYV :LWK WKIEUDQGY DOVR OLVWHQ WR DQG DFW XSRQ DVVRF

VWRSSDJHV RU RWKHU RSHUDWLRQ

HQVDWLRQ DDQG LQFOXVLRQ PRUH LQWR IRFXV ,PDQDJH FROOHFWLYH EDUJDLQLQJ DJUHHPHQW Q

DUH DOVR OHDGLQJ WR LQFUHDVISODQV DUH LQ SODFH WR PDQDJH WKH LPSDFW R

DO OHIDO O
UHSXWDWLRQDO LPSDFWV ,Q DGGLWIOR®25D¥23LODELPRELOH SXUFKDVLQJ FRPSHWLWLRQZRUNLQJ FRQGLWLRQV WKURXJK RXU DQQXDO DV
ZLWKLQ HDFK RI RXU EUDQGVx UHVSHEMDYH PDUNH\LQFUHDVHG DV ZHOO DQG UHJXODU SXOVH VXUYH\V

LQVXIILFLHQW WR PHHW LQ VWRUH BOGROOGLtOHGHPDQG

3(23/(

*52:7+ '5,9(56

6(9(5,7<

"(9(/230(176 ,1 +2: :( 0$1%*( 7+,6 5,6.

$KROG 'HOKDL]H DQG LWV EUDQGYV PD\ QRW EH DEOI7KH &29,' SDQGHPLF KDV H[SRVHG 7KH EUDQGY DUH FRPPLWWHG WR HPEHGGLQJ RXI
GHYHORS DQG UHWDLQ WRS WDOHQW LQ VXSSRUW FODERU PDUNHWY DQG WKH QHHG IRUDQG EHKDYLRUV ZLWKLQ WKHLU ZRUNIRUFHV 7Kt
ORQJ WHUP QHHGYVY DQG FDSDELOLWLHV

$KROG "HOHQXABO 5HSRUW

75(1"

7,0( +25,=21
\HDU DQG

*52:7+ '5,9(56

LQYHVWPHQW WR DGGUHVV ODERU V DFKLHYH WKLV LQFOXGLQJ EXW QRW OLPLWHG V
VNLOOV LV YLWDO IRU LQFOXVLYH D(HPSOR\HH YDOXH SURSRVLWLRQV WR DWWUDFW V
DGGUHVVLQJ WKH EURDGHU LVVXHV VWUDWHJILF FDSDELOLW\ SODQV DQG QHHGV LPS
LV DOVR LPSRUWDQW DV LV DWWUDIPDQDJHPHQW F\FOH DQG GHYHORSPHQW FRQYHU\
SRWHQWLDO HPSOR\HHV WKDW PD\ FGLYHUVLW\ HTXLW\ DQG LQFOXVLRQ '(, LQLWLE
PDUNHW 2Q WKH VXSSO\ VLGH GXULKDYH D ZRUNIRUFH WKDW LV UHSUHVHQWDWLYH |
ZHUH GULYHQ E\ WKH GLVUXSWLRQ R7KH\ DOVR OLVWHQ WR DQG DFW XSRQ DVVRFLDW
PLJUDWLRQ ZLWKLQ (XURSH E\ ZRUNDVVRFLDWH HQJDJHPHQW VXUYH\ DQG UHJXODU ¢
GXULQJ WKH &29," SDQGHPLF DQG LQIRUPDWLRQ RO WKH FRPPLWPHQOW WR DVVRFLD
WR WDNH XS MREV LQ FHUWDLQ VHFVWDIHW\ DQGLK RRERV)EHMAMVRWHIIHI"XLW\ DQG LQ
ZDJHV DQG ZRUNLQJ FRQGLWLRQV




5,6.6 $1' 23325781,7,(6 ..

35,1&,3%/ 5,6.6 $1' 81&(57%$,17,(6

),1$1&,%$/ 5,6.6

,1685%$1&( 6(9(5,7< "(9(/230(176 ,1 +2: :( 0$1$*( 7+,6 5,6.

1HZ RU UHQHZHG LQVXUDQFH SROLFLHV PD\ EH VXEISLVN WUDQVIHU WR LQVXUHUV LV GH$KROG 'HOKDL]H DQG LWV EUDQGY PDQDJH WKH L
LQFUHDVHV LQ SUHPLXPV DQG GHFUHDVHV LQ FRYH PDUNHW G\QDPLFV LQFOXGLQJ IOXF\FRPELQDWLRQ RI VHOI LQVXUDQFH DQG FRPPHUF
,Q DGGLWLRQ LQVXUDQFH FRYHUDJH,RYHU VSHFLILFHUWDLQ OLQHV RI FRYHUDJH WKH zZRUNHUVx FRPSHQVDWLRQ JHQHUDO OLDELOLW\
FRYHUDJH PD\ EH GLIILFXOW RU SURKLELWLYHO\ H[{XQGHUZULWH DQG $KROG 'HOKDL]H HFHUWDLQ KHDOWKFDUH UHODWHG FODLPV 2XU V

REWDLQ LQVXUDQFH SUHPLXPV KDYH LQFUHD'HVWLPDWHG EDVHG RQ DFWXDULDO YDOXDWLRQV
7.0( +25.=21 ObVW VHYHUDO \HDUV DV D KLJKHU DFWXDULDO HVWLPDWHY DUH UHDVRQDEOH WKH

' ' ZHDWKHU UHODWHG GDPDJH LV EHLQE\ FODLP UHSRUWLQJ SDWWHUQV FODLP VHWWO

\HDUV IXUWKHU F\EHUVHFXULW\ UHODWHG LHFRQRPLF FRQGLWLRQV DQG DGYHUVH OLWLJDWIL

REVHUYHG ZRUOGZLGH FRYHUDJH RIXV WR PRQLWRU FODLP DQG VHWWOHPHQW SDWW

52:7+ '5,9(56 WR LQFUHDVH LQ FRVW

YRU D VXPPDU\ RI RWKHU ILQDQFLDO ULVNV LGHQWLILHEE®WKNRKQR ®XIWNNIMQRQ G KEDF B VWWDLNPWMIQHY VHH

$KROG "HOHQXABO 5HSRUW
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5,6.6 $1' 23325781,7,(6
35,1&,3%/ 5,6.6 $1' 81&(57%$,17,(6 EE

&203/,$1&( 5,6.6

'$7%$ 35,9%&< 6(9(5,7< "(9(/230(176 ,1 +2: :( 0$1$*( 7+,6 5,6.

$ ODFN RI VHFXULW\ DURXQG RU QRQ FRPSOLDQFH ,Q D \HDU ZLWK FRQWLQXHG LQFUHD':H PDQDJH DQG PDLQWDLQ XS WR GDWH PLWLJDWL
SULYDF\ UHTXLUHPHQWY UHODWLQJ WR WKH FDSWX SXUFKDVLQJ FRXSOHG ZLWK LQFUHDRUJDQL]JDWLRQ LQFOXGLQJ D JOREDO 3HUVRQDO *
SURFHVVLQJ DQG UHWHQWLRQ RI FX¥WRPHU DOG6 D\UHIXODWLRQV UHJDUGLQJ GDWD SULSURFHGXUHV &RGH RI (WKLFV WUDLQLQJ RXU U/L
PD\ OHDG WR WKH H[SRVXUH PLVXVHRU PLVDSSUR{XVH DQG SURWHFWLRQ RI DVVRFLDW DZDUHQHVV SURJUDP WKH DSSOLFDWLRQ RI YDUL

GDWD ZKLFK FRXOG KDYH D VLJQLILFDQW OHJDO IIDOVR LQWRQVLILHG QHZ SURMHFWVY DQG WKH UROORXW RI GDWD SULY
UHSXWDWLRQDO LPSDFW H[SHFWDWLRQV DURXQG WKH HWKLFDO XVH RI GDV
7.0( +25,=21 NH\ WKLUG SDUWLHV ZKR DJUHH ZLWK DQG DUH RE

- Rl (QJDJHPHQW DQG WR FHUWDLQ YHQGRUV ZKR D!

LQWHUQDO FRQWURO DVVXUDQFH UHSRUWV ,Q DG

*52:7+ '5,9(56 EUHDFK VLPXODWLRQV DFURVV DOO OHYHOV RI WK

D VHQVLWLYLW\ DQDO\VLVWRR HGEGEW DWELLYH 1 | RK DVGHMHC
PRUH RQ WKH UHVXOWYV

/(*,6/$7,9( (1915210(17 6(9(5,7< '(9(/230(176 ,1 +2: :( 0$1$*( 7+,6 5,6.

&KDQJHV LQ RU IDLOXUH WR FRPSO\ ZLWK ODZV DC,Q FRQMXQFWLRQ ZLWK DQ LQFUHDV}I:H PDQDJH DQG UHJXODUO\ XSGDWH D JOREDO SRC
UHJXODWLRQV FRXOG LPSDFW WKH RSHUDWLRQV DCDQG VDIHW\ WKHUH KDV EHHQ LQFUIDQG LQWHUQDO FRQWUROV WKDW DUH GHVLJQHG '
SURILWDELOLW\ Rl $KROG 'HOKDL]H R LWV EXVLQHKHDOWK DQG VDIHW\ RI WKH SODQHWFULWLFDO FRPSDQ\ VWDQGDUGV DQG UHJXODWLRC
LWV ILQDQFLDO FRQGLWLRQ UHSXWDWLRQ RU UHVXLQWHQVLILHG RYHU FOLPDWH FKDQJIE\ EUDQG OHYHO SROLFLHV WDLORUHG WR PDLQW!I
,Q DGGLWLRQ $KROG 'HOKDL]H DQG LWV EXVLQHVVIVXVWDLQDEOH SDFNDJLQJ DQG H[St2XU JOREDO DQG EUDQG OHYHO /HJDO 7D[ DQG &R
WR D YDULHW\ Rl DQWLWUXVW DQG VPLOBUY O0BZY [LQYHVWRUV OHJLVODWRUV DQG RWKUHDO WLPH NQRZOHGJH DERXW SURSRVHG XSFRPI
WKH MXULVGLFWLRQV LQ ZKLFK WKH\HXSRYBWH WKLCLQFUHDVHG VLJQLILFDQWO\ 'DWD SUSDUWLFLSDWLRQ LQ LQGXVWU\ DVVRFLDWLRQV DQ
RU OLPLW WKHLU DELOLW\ WR UHDOL]HHHMWWDLQ DFDJDLQ ZLWK QHZ OHJLVODWLRQ IRU\HVWLPDWH WKH H[SRVXUH WR DQ\ OHJDO SURFHHC
GLYHVWPHQWY SDUWQHUVKLSV RU PHYIHUBVY——— DUHDV RI WKH 8 6 $OWKRXJK UHVWUWKHVH OLDELOLWLHV ZKHUH LW LV UHDVRQDEOH V

¥52:7+ '5,9(56 VSUHDG RI &29," UHPDLQ LQ VRPH NUHDOL]DWLRO RI D ORVV FRQWLQJHQF\ LV PRUH Ol

KDYH WR D ODUJH H[WHQW EHHQ OLRQ FRQWLQJIIRWIHV VHH

'XULQJ RXU EUDQGY DQG VXSSRUW RUJDQL]D
FRPSDQ\ ZLGH PHDVXUHV WR HQVXUH WKH KHDOYV
DVVRFLDWHY DQG FXVWRPHUV ZKLOH PDLQWDLQ
DQG JRYHUQPHQW UHVWULFWLRQV :H SXEOLVKH
5HSRUW GXULQJ DQG KDYH GHYHORSHG D PH
EUDQG H[SORUH KRZ LW LPSDFWV DVVRFLDWHYV |
SHRSOH LQ LWV VXSSO\ FKDLQV ZKLOH HQJDJLQ.
VRPHWLPHY HIWHUODO VWDNHKROGHUV DFURVYV
LOQIRUPDVILWKIEV. DOG K PDQ ULJKWYV

$KROG "HOHQXABO 5HSRUW
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7KHUH LV D ULVN WKDW FXVWRPHUV PD\ EHFRPH LQ :H FRQWLQXH WR PDLQWDLQ IRFXV QR:H KDYH LPSOHPHQWHG D JOREDO 3URGXFW ,QWH
IURP WKH XVH RU FRQVXPSWLRQ RI SURGXFWYV VROCVDIHW\ RI DVVRFLDWHY DQG FXVWRPHFRQWURO IUDPHZRUN DQG VWDQGDUG RSHUDWLQ
'"HOKDL]H EUDQGV ZKHWKHU WKH\ DUH FRQWDPLQD\WKH VDIHW\ RI WKH SURGXFWV RXU ELEUDQGV :H DOVR HQVXUH WKDW WKLUG SDUW\ V.
GHIHFWLYH LQWHQWLRQDOO\ WDPSHUHG ZLWK RU ZKLFK LQFUHDVHG GXULQJ &29,' KD $KROG 'HOKDL]H 6WDQGDUGV RI (QJDJHPHQW ZK
IRRG IUDXG LQ WKH VXSSO\ FKDLQ OHYHOV $GGLWLRQDOO\ LQ SHUVRQ SURGXFW VDIHW\ DQG HWKLFDO DQG KXPDQ ULJK
,Q DGGLWLRQ QHJIJDWLYH LPSDFWV RQ KXPDQ ULIJKVKDG EHHQ WHPSRUDULO\ VXVSHQGHG SHUIRUP D YDULHW\ RI TXDOLW\ DVVXUDQFH UHY
HQYLURQPHQW GXULQJ WKH SURGXFWLR@5RH2RXU SLUHVWULFWLRQV KDYH VWDUWHG EDFIDQG DW NH\ VXSSOLHUV DQG SUHIHUUHG DOWHU(

KXPDQ ULJKWYV YLRODWLRQV E\ VXSSOLNHHMYPD\ QH.HFRQRPLF FRQGLWLRQV GXULQJ D(PLWLJDWH RXU ULVNV LQ WKLY DUHD WKURXJK G
LPSDFW WKH UHSXWDWLRQ RU UHVXOWVR+$KRO66 ''[KDYH WKH SRWHQWLDO WR LQFUHDVHFRYHUDJH ZLWKLQ RXU EUDQGV )RU PRUH LQIRU
WKH EUDQGYV *52:7+ '5,9(56 ZLWK UHVXOWLQJ LPSDFWV RQ IRRG VUHVSHFWLQJ KXPLWKILEV. DOQG KIIPDQ ULJKWV

(19,5210(17%/ 62&,%$/ $1' *29(51$1&( 5,6.6

&/1,087( 5(/$7(' 5,6.6 6(9(5,7< "(9(/230(176 ,1 +2: :( 0$1$*( 7+,6 5,6.
&OLPDWH FKDQJH LQYROYHV SK\VLFDO DQG WUDQVL$ VLIQLILFDQW QXPEHU RI (XURSHDQ$FWLRQV WR DGGUHVV WKH ULVNV UHODWHG WR
ORUH IUHTXHQW DQG H[WUHPH ZHDWKHU HYHQWY VUHFRUG WHPSHUDWXUHV GXULQJ HFRQRP\ DQG UHODWHG WR WKH SK\VLEDO LPSDF

WHPSHUDWXUHV GURXJKWV IORRGYbBQEGIRUYHVW IIFROQWLQHQW H[SHULHQFHG GURXJKWRXWOLOHG LO GHWDLO ZLWKLQ WZDVN YRUPB QRO |
QHJDWLYHO\ LPSDFW RXU RSHUDWLR®BO LQIUDVWU $OWKRXJK VLIQLILFDQW GDPDJH WR [2&O0LPDWH UHODWHG '| WFORVXUHV 7&)"
VXSSO\ FKDLQ 5HJXODWRU\ DFWLRQV WR PLWLIJDWIDYRLGHG ZLOGILUHV LQ *UHHFH IRUFHG D SUHFDXWLRQDU\ FORVXUH
WR FOLPDWH FKDQJH VXFK DV WKH LOWURGXFWLRCRI FRPSDQ\ RIILFHVY DQG LPSDFWHG SDUW RI WKH GLVWULEXWLRQ
WD[HV PDWHULDO FRQVXPSWLRQ UBVoWYHELQWY OD QHWZRUN 6LPLODUO\ H[WUHPH ZLQWHU VWRUPV LQ WKH 8 6 GXULQJ
UHJXODWLRQV WUDQVSRUWDWLRQ UHé%(kISlEWIJP\a\%Vl RWKH HQG RI \HDU KROLGD\ SHULRG LPSDFWHG WUDYHO DQG
RQ *+*V PD\ QHIJDWLYHO\ DIIHFW RXU 6 WKGLVWULEXWLRQ LQ VHYHUDO UHJLRQV 7KHUH LV D KLJK OHYHO RI IRFXV
KLIKHU FRVWY RU RSHUDWZDVN ) RUHAHNAULEW HQV (RQ FOLPDWH FKDQJH DQG JRYHUQPHQWY DQG UHJXODWRUV
RQ &OILPDWH UHODWHG )L QD( IRDO 'LVFORVXUHV 7¢(DURXQG WKH ZRUOG FRQWLQXH WR GULYH UHODWHG UHJXODWRU\
IXUWKHU GHWDLOV RQ RXU FOLPDWH UHODWHG ULV FKDQJH DQG LQFUHDVHG UHSRUWLQJ UHTXLUHPHQWY :‘H FRQWLQXH
WR UHSRUW RQ WKH LPSDFW RI FOLPDWH FKDQJH IROORZLQJ WKH
UHFRPPHQGDWLRQV RI WKH 7DVN )RUFH RQ &OLPDWH UHODWHG
JLQDQFLDO 'LVFORVXUHV 7&)' )RU WKH (8 7TD[RQRP\
UHSRUWLQJ UHTXLUHPHQWY LQFUHDVHG GXH WR WKH DGGLWLRQDO
UHTXLUHPHQW IRU UHSRUWLQJ RQ DOLJQPHQW DV ZHOO DV HOLJLELOLW\

$KROG "HOHQXABO 5HSRUW
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21b(6*b723,&6 YROORZLQJ WKH WUHQG RI LQFUHDVF(OHYDWH KHDOWK\ DQG VXVWDLQDEOH LV RQH RI

$KROG '"HOKDL]H DQG LWV EUDQGV w i PO BRQWLQXHG WR UHFHLYH UHHDGLQJ 7TRIHWKHU VWUDWHJI\ DQG ZH DUH FRPPL
VFUXWLQ\ IURP YDULRXV VWDNHKROGHHUV DQG LQWH%ESX\)/ WRARFLOLW) LQLWLDWLYH\SRVLWLRQ DV DQ LQGXVWU\ OHDGHU RQ VXVWDLC
I[URP DVVRFLDWHYV RQ (6* WRSLFV VXFK DV SODVWLEQYHVWRUV DQG RWKHU NH\ VWDNHKRXU DPELWLRQ ZLWK UHJDUG WR GHFDUERQL]DW
SDFNDJLQJ FDUERQ HPLVVLRQV ODERU SUDFWLFHVOYYBRLPMIH KDYH LQFUHDVHG H[SH FKDLQ WR FRQWULEXWH WR D p& IXWXUH $ &KL

ULJKWY GLYHUVLW\ HTXLW\ DOG LQEOXVLRQ DQG PARIBPOHEDPUH ,QYHVWRUV KDYH KROGLQJ D SRVLWLRQ RQ WKH ([HFXWLYH &RPPLV
DJULFXOWXUH 7KHUH LV D ULVN WKDW +¢KRX0G zH YRW w&&mwwﬂw RI D PRUH H[WH(DFFRXQWDELOLW\ IRU GHYHORSLQJ D FOHDU LQV
PHHW VRFLHW\xV H[SHFWDWLRQV E\ GNﬁB@VWé@WL%ﬁWRbWZHQDE@g(GLQJ RQ ELRGLYHUVZLWK RXU *URXS VWUDWHJ\ IRU SURYLGLQJ WKR:
PDNLQJ D SRVLWLYH FROWULEXWLRG-DO6-WBNLOI DRWLEFFXPWRUH DQG H[SHFW FRPSDQIVXSSRUW WR WKH EUDQGV LQ GHOLYHULQJ RXU T
PLWLIDWH DO\ OHJDWLYH LPSDFWV HBRU £%\VABH VY P W WHKHJdPSDFW WKH\ KDYH RQ SHDQG FROODERUDWLRQ DFURVV WKH RUJDQL]DWLF
VRFLHW\ RU WKH HQYLURQPHQW ZH PD\ EH H[SRVHG Wk QJ ZH XSGDWHG RXU FOLPDVFURVV IXQFWLRQDO 6XVWDLQDELOLW\ /HDGHUVKI
UHSXWDWLRODO GDPDJH RU OLWLJDWLRQ DFWLRQV D3 WLRQ RI D QHZ VFRSH WDUJHWRI VXVWDDQ@DHZ GLWILQ SODVWLF

(QYIURQPHQWDO VREL IRU IXWWRHWUQDQFH S R Ry e @S 2o R SURXS, B W Rl RXuCoWHIUDWHe pssurRpFk zH sHU
+ R TS A AN A A N I R RO A\ R O S Y

LQIRUPDWLRQ RQ PEWHULDO (6= WhSLEV $KRO?3 oKD Bee MDEE R Ly e WV DY) SRS LEY TDELG] BEE RUIDOL] DL

5RDGPDS RQ +XPDQ 5LJKWYV DQ DQQXDO EDVLV DQG GHYHORS WDUJHWYV DQG

SHUIRUPDQFH DQG HQVXUH DFWLRQV DUH EHLQJ
SHUWLQHQW VRFLHWDO H[SHFWDWLRQV

$'',7,21%/ 5,6.6 $1' 81&(57%$,17,(6

,Q DGGLWLRQ WR WKH $UtQELSDOR LY BM67 (03/2<0(17 %(1(),76 27+(5 ),1$1&,$/ 5,6.6
LGHQWLILHG WKH IROQRZI N1 LI

|
ZHUH LGHQWLILHG DQCS.I-_IQIV'I‘_'II?‘Q\'_{IPHQGIII('HDOWKFDUH IXQGLQJ REOLJDWLRQV PD\ EH LPSDI2ZWKHU ILQDQFLDO ULVNV LQFOXGH IRUHNVNJQ WRBEL
FROMXQFWLRQ ZLWK RASI}-'ILIl'I‘R“UMD'QFI};l”FKDQJLQJ SHQVLRQ ODZV ORQJHYLW\ RI SDUWLFLSULVN LQWHUHVW ULVN OLTXLGLW\ ULWNILW OF[DUH

DGGLWLRQ VRPH RI RXU EUDQGY SDUWLFLSDWH LQ PXOWL HPSORSDUWLHY UHODWLQJ WR OHDVH JXDUD QWG I\D GF R
XLUHG LQ FHUWDLQ FLUFXPVWDQFHY WR LQFUHDVH WUHODWHG WR WKH OHJLVODWLYH DQOGSDHIKQWWR
WR WKH 0(3 )RU PRUH LQIRUPDWLRQ RQ WKH IHRARMAL\V WKIHLVNYV UIOLWLJDWLRQ )RU LQIRUPDWLRQURW.I 1ARWI| ILQD(
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV DQLRWI WR WKH FRQVROLGDWHG ILQDQFLDO VWD

2XU JRYHUQDQFH VWUXFWXUH LQFOXGHV D SHQVLRQ FRPPLWWHH UHVSRQVLEOH IRU PRQLWRULQJ SHQVLRQ SODQ |
DV ZHOO DV WKH VWDWXV RI RXU 0(3V ODQDJHPHQW RI HDFK 0(3 LV DGPLQLVWHUHG E\ D ERDUG RI WUXVWHHYV
DSSRLQWHG E\ WKH PDQDJHPHQW RI WKH SDUWLFLSDWLQJ HPSOR\HUV SODQ VSRQVRUV DQG XQLRQV 7KH UHOHYD
$KROG 'HOKDL]H EUDQGY KDYH EHHQ UHSUHVHQWHG DV D ERDUG RI WUXVWHH PHPEHU RQ VHYHUDO 0(3 ERDUGV
DQG WKURXJK WKHVH SRVLWLRQV PDQDJH DQG PRQLWRU WKH 0(3Vx IXQGLQJ

DVVHVVPHQW
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$W $KROG 'HOKDL]H ZH FORVHO
6LJQLILFDQW PEORFRIFHWLWLYH HQYL)DLOXUH WR HIITHFWLYHO\ DGMXVW FRPSRQHQWV RI RXU
RI GLIIHUHQW LQWHUQDO DQG H Q Q QYL) QHQ

HFRQRPLF PDFUR HFRQRPLF GF/HDGLQJ 7TRIJHWKHU VWUDWHJI\ LQ WKH HYHQW RI D
RSHUDWLRQV LQFOXGLQJ RXU S pyoy yrRQPHQW GHWHULRUDWLQJ PDFUR HFRQRPLF HQYLURQPHQW
XQFHUWDLQWLHV 7KH SXUSRVH GHWHULRUDWLRQ PDWHULDOL]LQJ LQ HFRQRPLF UHFHVVLRQ RU VXVWDLQHG
DQDO\VLV LV WR DVVHVV WKHVH SHULRGV Rl ORZ HFRQRPLF JURZWK DFURVY DOO RU
WKH FRPSDQ\xV FXUUHQW VWUD VRPH DUHDV Rl RSHUDWLRQ FRXOG OHDG WR DQ
WKHLU LPSDFW RQ RXU EXVLQH\ LQDELOLW\ WR DGDSW WR YDULRXV G\QDPLFV DIIHFWLQJ
RXU EXVLQHVV PRGHO DV ZHOO RXU SHUIRUPDQFH

PHHW RXU ILQDQFLDO OLDELOLV ,QFUHDVLQJ LQIODWLRQ PD\ UHVXOW LQ D FKDQJH LQ

2XU VWUDWHJ\ LV EDVHG RQ DV' FXVWRPHU EHKDYLRU SDUWLFXODUO\ GRZQ WUDGLQJ WR
WKH JOREDO HFRQRPLF FOLPDW YDOXH FRPSHWLWRUV GLVFRXQWHUYVY DV ZHOO DV
FRQVXPHU EHKDYLRU FRPSHWL) DGGLWLRQDO SUHVVXUH RQ RXU VXSSO\ FKDLQ DQG FRVW
G\QDPLFV DQG RXU FXUUHQW D¢ EDVH LQFOXGLQJ ODERU DQG HQHUJ\ QHHGV
DPRQJ RWKHU IDFWRUYV &RPELQHG WKHVH DIIHFWV FRXOG UHVXOW LQ D ORVV RI
PDUNHW VKDUH WR RWKHU PDUNHW SDUWLFLSDQWY DQG RU
JURWKH VHQVLWLYLW\ DQDO\VL) PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH
SULQFLSDO ULVNV DQG XQFHUW FRPSDQ\ V ILQDQFLDO SRVLWLRQ RSHUDWLRQV
FRPSRXQG LPSDFW RI WKH WZR DQG OLTXLGLW\
GHVFULEHG KHUH WR EH WKH PF QIRUPDWLRQ VHXFXWQIHVYV FRQWLQX,Q WKH HYHQW RI D VXFFHVVIXO GDWD EUHDFK WKH
VFHQDULR DQG RU GDWD EURDPOWLRQ VHFXUFRPSDQ\ RU WKH EUDQGV FRXOG EH VXEMHFW WR
DQG EXVLQHVVGDWD SULYDF\ PDWHULDO PRQHWDU\ SHQDOWLHV ORVV RI FXVWRPHUV
GLVUXSWLRQ DQG GDPDJH WR RXU FRUSRUDWH UHSXWDWLRQ LW FRXOG

DOVR OHDG WR SRWHQWLDO OLWLJDWLRQ $ VHULRXV EUHDFK
FRXOG DOVR LPSDFW WKH RSHUDWLRQ RI VLIQLILFDQW
EXVLQHVV SURFHVVHY DQG UHVXOW LQ QRQ DYDLODELOLW\
RI SURGXFWYV IRU FXVWRPHUV DQG WKH LQDELOLW\ WR
RSHUDWH WKH GD\ WR GD\ EXVLQHVYVY DW EUDQG OHYHO
LQFOXGLQJ VWRUHY DQG '&V

$KROG "HOHQXABO 5HSRUW
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(QYLURQPMRFWDO DQG ZRUN ZLWK IUDPHZRUNV VXFK D¥ FURH VAXQRWHRQDO 6XVWDLQDELCHW)DE BB HRUVAALP DHDP FKDQJIH
RY H DOEN DOVR EEI\P)'\'FN% éRwﬁQQVQLWLDWLYHG/% FKQGUHG E\ WKH &62 ZDV EZDMNWRIGFHQORQ &01LPDWH UHODWH

J UuQbQ S O U cp(j_g L \ RXQWLQJ W QEBUBVHQRMD WEH PDLQ GLPI—L@‘L&E@@M&UH(\HDOWK DQG

(6* S UHSUHVHQW WKH ¥¢64d WDt dNb®WVYR ORRN DW | XMWXWHLQDELOLW\ VRFLDO LPSDFW DQG JRYHUQDQFH LQ WKH
IDEWRUV XVHG WR PHDWL"J SPHQYWYV DQG KRZ WKHVH BRXQIG| B\ MWRHR WWDIOERO X G H V V@ﬁwwxwgc&:wp@qng@xwxv

P, IRU H[PLRSIDQF HV IRRRPPXQLFDWLRQV /HJ
VXVWDLQDELOLW\ DQG U%E&ﬁﬁﬁwl:?%@w H &RUSRKIUDMH XY DHSDBEGIGVWKH IRU %8 !W Y G HUVX LOWHUHVW |
RI D EXVLQHVYV RU FRPgI—&@L\WL,@ YUK EWLYH &65° 6XVWDLQDEOH 6WHHULQJ &RPPL LQXHV WR LQFUHDQVH SV LW

VHEWLRQ ZH RXWOLQH R Eddst oo ieiNBVHUQDO  7KH *OREDO 6XSSRUW 21ILFH *6SDUMDBWKRZ ZH PHDVXUH VXFFHV\
PDQDJH (6* WRSLFV DQUHTXLUHWRQRXW VWUDWHJ\ DQG 6XMNREWKQBGHLDHWY IXQFWLRQ UHSROKWLBH UZH WO H W R FRPLW 860G W R
SHUIRUPDQFH ZH PDGH FRPPLWPHQWYVY DQG VHAIKMWOIHIWHWVE&KLHI +XPDQ 5HVRXUPHSWRNMHPHQ W+ 52
DPELWLRQV DQG DVSLUDWLRQV U® PDHYHW DX FRFDRQDOWDWHVSRQYLEOH R%VD MRXUQH
,Q WKH QH[W VHFWLRQV ZH GHVEXREKE H K RZH &N F\QJHR/X/U FDUERQUQRGN)SCEJLL@JNGED_QSURIR\M\ HTXLW\ P %M?Z\'f‘gg%%@m RXU (6* GDWD F
PDWHULDOLW\ WR KHOS(B¥ XQGRDWWWIDQIXZWKHU LQFUHDVLQJ Klj20 %g%éb\ Vé) % LFéq_V UHV SR QN QEOSHIRIR HRVITHHO B MR VG H P HO W
WRSLFV DUH PRVW UHOHYDQW WHRURRG BWBEBNRWYGHBYURYGQJ R
PSOHPHQWDWRRQ B8DQEE@EOGEWRU FOXVWHUV \
GHILQH RXU PDWHULDO WRSLFV SORGNH G \8R RN UQ R D\Q G DLPLQDJ
L k‘H BQFH DURXO®GVYRRQUOIRROBEIDWW RZQ EUD
GULYHUV DQG WKH 8QLWHG 1DWDRGVLEF\OXYLYBEZRUNSODFH YV %‘ﬁ(ﬁ* ]Q—r] \ D RS EDENDILOY DOG KHDOWKL VDOHY
'"HYHORSPHQW'*RDM®QGHU WKH DPELWLRQV DQG DVSLUDWLRQV B \4"‘#%3 HBY o by GHULYHmHNnm/mmeDOWK\
HQYLURQPHQWDO VRFLDO DQG YRWHLUGIDWRHUWBFW LVRIQWP RYHU vv;u.(ﬁqmngv\y\kougNWWDQlQLDYE-LOLW\\m,@mE RQY v
ZH GHWDLO RXU DSSURDFK SURRXKVE&DDN MR KR\ BHH UIRHF D O/HHK BRARIMWKNKHU ZLWK WKH JLQDQFH %I@IP'\J/W §|IQ\(X/>RVL( WH%@IDQNRSLFV \
PHDVXUH SHUIRUPDQFH <RXxO GDM@m/RXIVVY B QEERSEWHY DAY FRHY WRWEHORQWLQJ WHDP GHWHUPLQH \Q/,igﬁ,\,@o,gg,qalvlbqw V- WR

GLVFORVXUHV DURXQG HWKLFV DQERKRPWQRQIKWYV WKH EH FROOHFWHG DQG UHSRUWHG WR DQG LQFOXGHG LQ
7&)' DQG WD[ WUDQVSDUHQF\ DQG UHVSRQVLELOLW\ WKH $QQXDO 5HSRUW RU RQ RXU7KI:|\E\ZIR\MIHI FPREGRBQGHEHB RQHDWLQJ F
+RZ ZH PDQDJH VXVWDLQ\@)@W@KW\LQGLFDWRUV LV VXPPZKDIWHGHL\OKBRBQ6*PHDVXUH DQG KF
2XU DSSURDFK WR VXVWQ)LQQ@&I@@LW\ FFRXQWLQJ 0ODQXDO XSGDWHGCRRJZEIQH\(QH’\PI-I_GDWQNDJ(ZLGDQFH LQ R
DOGb(6* 7KH ([HFXWLYH &RPPLWWHH VXS EDVL ,PQG DUW RI $KROG "H O KOR PROGDVO $ FLFRNMROW HGI )DQBQFH DV VR
QGb( ([ Y: Q $'$30 7KARGOHFWLRQ DQG UHSRUWLQJ SUF
$KROG '"HOKDL]HxV RYHUDOO VXWD\G¥LEYDELE\LWK W \§X BRMLHIL VR/U \ 0/ g R Q)olyx(,K S5 UR YALOVE\RAIUH, Q4R VRBWLRQ THFKQROR
EDVHG RQ WKH EHOLHI WKDW ZKDQGV6KNW/OW®D BIQEL W\ &RPPLWW HL b %Wﬁﬁ g RPPLWWW[ZlKIR:S(SR\wWXQLWLHV WR DX
VXVWDLQDEOH VKRXOG EH DYDLORLFE&HWWGOD AMAMY DWHIM DQ G GUr_L}Y Qv BHIHE R }é)XGLQJDLQI-GSUHSRQWDQ\ULYHVDIQJ\RFPZRUNHG
WR DOO gRt—JQR””WH 'm\qmmm””v' VRUN H@ W RQV VXFK DV ) LSAFQRH H RP MK H SURFHVVHV DQG
2XU DSSURDFK WR VXVWDLQDEL@LW T RR“W F%éjLHov'[ RUP\éDPV\Ii'\‘NRV\?HF:'QD X QF (él_ v %% +HDOWK L GeQWID L IQEDOHWY DRU LPSURYHF
ZLWK RXU HIIRUWV WR EHWWHU XQGHUV DQG WKH ZRUOG 2o Y A TYRPEWRAVE T SQav ‘H DUH FRQILGHOW WKDW WKLV SU

OLYH LQ WKH FKDOOHQUJHV ZH IDFBXIXWKH VKKRKRO G HOKDL]H RBREQWHR A B 6* L ,RUPDMN@@LW RH W XX WHISRUWLQJ DQG
PHGLXP DQG ORQJ WHUP DQG ZKWBWWDHWDELOLW\ 2IILFHU &62 %{J,l,mqu\,\,vm,\y,w %& WG  LGHQWLILEDWLRQ RLS,@DUHDQV IRUQLF
ZH GHWHUPLQH WKH WRSLFV ZKHYH ZA2KDW D FRBXFDQDEOH IRU WeGHHH Vi X Vi v dRet FB KIRIGS® 1w R Q W K$IR(G £ FLQIR WP Wt R'QHU DOLJQ RXU
KDYH WKH PRVW LPSDFW RU WKDM KPISIHARW XK@ WHIW PEWWYVLRQ MNWUWWH RN QEREGDQG WKH H[D @/Wﬁ(gbwg@@\ GHYHORSPHQWYV

6HMDWHUIDOL W\ DYEHYPPRMMWLDEBODWLYH WR DOO DVSHFWV RI M\Qmuuua@FPHstm@wmchGBGﬂQGH Q RO KRZ WKLV LPSDF

WRSLFY PRUH LQIRUPDWLRQ VXVWDLQDELOLW\ KHDOWK\ HDWDQIUWREEBOQWISO FE¥ WKH DQQX ,g § 3 EDVHOLQ
QXSO LEXPPO ULIKWY. DVVEHHIWAD | cEFB R HEB ALY R Q yy\mm pEGEDW LRGE

2XU VXVWDLQDELOLW\ DQG (6* G LQFOXVLYRI SUHERXELY JLQROEN DOG 5LYN &KE WHH RI WKH

VWUDWHJ\ DUH IXUWKHU VKDSH @DQFRQ% SHUYLVRU\ 9%ERDILEGR LAHAYH IRYHUQDQFH

(6* EHQFKPDUNV 06&, DQG 6XVWD QDO\WL |RU PRUH LQIRUPDWLRQ )RU PRUH LQIRUPDWLRQ RQ RXU

$KROG '"HOHQXABO 5HSRUW
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IXPDWHULDOLW\ DVVHWEP@/M@IRUP RXU PDWHULDO:RDWW & UVKBIQLE WIRIKWFY [ERP VW HIOKIOR DG BQG KREHWKHA DUH OLQN
F W X S GIDQNGH H{ WRIXIQ B O WHHIY HDQIEW\ W R G 5 WHAWP K RYIWOR/R W
SURFHVVY HQDEOHV XV &H (&/\ﬁ\/&dglb@li&%Q H[SHHWHFV?K}QW\GLO%S*DW\R‘SL[FW ZKLFK I\QNWNHQ%E@WKE ‘]' Rwlﬁ-ﬂ’gs‘ﬁ&%x“

\&XSGDWHG DAD/GIMY/ P ARMA WK HG VW UDWHJ\ HVXOWV KD
SULRULWL]H RXU PRVW %}g?g%ﬁgu %ﬂ( (XURBHOQ'DOLGDWHG DQG DSSURYFB@VES@\X\UHMHWN\HWHJQULFDQFH R
WRSLFV LWK VXVWDL LAKLEWRQ@ BDWHW H(OIBG 6 XSHUYLVRU\ %WRDWRRN WKH ORQJ OLVW RI (6% Ut

KHDUW RI RXU /HDGLQ}@FQQWWVJWKH LPSDFW PDWHAPLDCINIRYDREYWRH RUID QL DWW ROR QGO WKW U MEIQLILFDQF
VWUDWHI\ ZH DUH FRPPLWWHG VHOHFWHG D ORQJ OLVW RI WRSSHVRMR WK ® W K HAW B VUMD WH D
D \, DVVHVVPHBRM. G RQEALGHIHW HEIFLQJ LQW H U QPDIWLR QDDOUWM B B UFWL Q J
FUHDWLQJ ORQJ WHUP %(édﬂpb?dm &\I?XV KLEK JH H%WO%GQDDGN DLQE%XB%QJ kh *Q5 6$6$o 6WDQGDUGVQ
VWDNHKROGHUYV ‘H FR®HYR KRWLJRR MKDQ RXU SULQFmeeoNLKIvavv+REBvawHVHDUFK6VMH§|$MLURM+WHZ+ WKH PRVW VLIQL
g;ﬁWHWLK)@/WR%Q%U'DQ QRW D VIWDWEFDHIHYRLDE GWKIHH(EG DQDO\VUNSRIUWILQ 1RRIS EQIEXWWE\D OLVW

DVVHVVPHQW WR HQVX G WKH QDW | GLYEORVXUH PD
(6* VWUDWHJI\ LV VWLO®RAIHRY OHWE ZRH\GI S HO G L Q1 SR e ﬁb\wﬂfﬂé%ﬂnﬁi %i@f@@%ﬁﬁéfﬁ%{%ﬁ%@ﬁ%@ﬁsuR

VWDNHKROGHU HI[SHFWWISRERYY ﬁw@FSSJﬁBT%EB%‘%W@&&% g ﬁgﬁgoow ﬂ,gJRSSSL%@Qq%g WQQ%HULDO WLHU F
H[WHUQDO WUHQG\/ QHYROYI—ZM/UUDLFVNNLQJ HPHUJLQJ (6 \)'\/ LOYHVWRUV 1*2V RPN FEQWHKSL\J/HH \I/_V\|/<\|/_|)<

HOKDQFHG RXU PDWH UL-BYFWP SURGXFHUV IDUPHUV DQG JRYH®
Z D VR JDQV YD WWRIG W RIZ DWGIW G FRPSEDLU‘i 6ﬂijbﬂ$PW@WDWHJLFDOO\ LPS

GDWHG DVVHVVPHQW

DVVHVVPHQW DSSURDFZ‘{;S HQWLQJ D GRXEOS PDWHWKDBXWK DQVRYBERAAW XUYH\ W RHIOKHQ YWHL D QUGK RXWRBW PWHKRO G H U

FRQWLQXRXVO\ SULRUL?WJIB BIK D\g QHS W K D WWIKX-D GBMIO L IHQYH VDKIHH PRV W LP SR URMDIQMU | RRISRKRMDEQW WRSLFV WKDW
HU

H YDULRXV WRSLFV LV FRPSOH] KROG 'HOKDL]JH DQG RXU VWDNHK
PDQDJH WKH PDWWHUV EEL‘@H R SULRULWL]H WKH WRSIFEV I Q UHODWIRQ ® ] Q
QD

WUXOL LESRUWD QW WRBOE K0 IUnt b 1L000n Q0 B Rl bR & ownoioo wrsiry
VWDNHKROGHUV VRFL%WM\QW ZKLFK ZLOO HQDEQKUXEHVRWRBSE) XdWIKHYV WKDW FDPH DIWHU RXU DQDO\VLV LQF
WKHbHQYLURQPHQW &65' UHTXLUHPHQWYV

6LQFH ZH SHUIRUPHG WKH GDWH DVVHVVPHQW RI

XS
),567 67(36 72:$5'6 WKH PDWHULDO WRSLFV DW WKH HQG RI ZH ZLOO XVH
WKH LQVLJKWYV ZH GHULYHG IURP LW WR IXUWKHU GHYHORS
DQFH
HG

'28%/(b0$7(5,%/,7< RXU VWUDWHJ\ DQG SHUIRUP PHDVXUHPHQW
2XU POWHULDOLW\ DODOVVLY LG HRIGLILRY ZDUESH MRVERI RXLDQHG ZLWK WKH (656

EXVLQHVV PRGHO WKDW DUH PRYWTXHOHPBQWWR $KROG
"HOKDL]H DQG LWV VWDNHKROGHUY ) FROWLQXRXVO\
PRQLWRULQJ WKH FRQFHUQV s v
VWDNHKROGHUV ZH PDNH XUHM Cé:MCB)g/\}I?FgQ$§I%< $66(660(17
PDWHULDO LVVXHV FDQ EH WUDFQ%KRVHSLQQDLDG B KBWWAVHKH PDWHULDO
LGHQWLI\ (6* REMHFWLYHV WKDW6FUWHDSLHEVORI) GWWHBPPLQHG IRU RXU $QQXDO 5HSRUW
VXVWDLQDEOH YDOXH DQG WKDW ZH:H Xi$ ®EWHGVEKENIPOWHULDOLW\ DVVHVVPHQW IRU
RXU PDWHULDO WRSLFV WKH QHZ *5, UHTXLUHPHQWY EDVHG RQ
GHVNWRS UHVHDUFEK
$W $KROG 'HOKDL]H DQG WKH EUDQGV ZH ZDOQW WR
IRFXV RQ WKH WRSLFV WKDW W WKDV H#® \RW KW R6RXPDWHULDOLW\ DVVHVVPHQW ZH
VWDNHKROGHUV DQG KHOS XV FONBNWE YWOXHKRDOGHSIRUWU IHHGEDFN RQ WKH VFDOH

v
WKRVH (6* WRSLFV WKDP¥kR Ut‘;O WMKHxV LPSDFW RQ (6* WRSLFV DQG

Eglﬁggc\g\R% PRVW VLJQLILFDQW R K

X

HQYLURQPHQW DQG VRFLHW\ DQ RF@E& %i&g%ﬁ%lgv LQIOXHQFH WKHLU
PDWHULDOL]JH DV (6* ULVNV DQG l'.'J L s QRZ

RU LQ WKH IXWXUH

$KROG '"HOHQXABO 5HSRUW
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2XU PDWHULDO D&HWRFCHVEKE WDBMMHUYLHZY WR JDWKHU GDWD DSUEH 50 VIDW WR/QRIGR W KWK R DVBH RIPR. QN Y& &Y ¥ ARQRNV XXHHZLOO DGGUHVV V
EHORDG IXUWKHU H)SODRQRBQWDRSLFY IURP ERWK DQ LQVLGH RXWJIXOOWAVRGKROCGHQ YDOLGDWL QUKW KR XUKOX QWWRXAH$QQXDO 5HSR
VREIDO DQG JRMHIQDIF BOVR OLHQOWDGE WDV RQ WKH HFRQRP\ VIRFEEIWH® QGZWKHKWLQJ IRU VS H F)XU R KMUDMRHKHR OBLHMHUVLW) DQG LQ
RXU SULQFL2XO UQWHIIUDWHG DSQYRDEGPHQW DQG DQ RXWVLGI—UMQXBL\,QDQELDIUUMKN BEHJLRQV RPOMWEWRLQGV(RSWRBBWHIOFFRUGLQJ \
2XU GLVFORVXUHV RQ WKH (6* WRSSRVWSURWLGHKBKRHVRFLHW\ DQG WKH HOYLUR W28 Bdix v VVHVVPHQW +RZHYHU VLQFH WK
LQIRUPDWLRQ QHFHVVDU\ WR X QFGHHIDWWHDIRE BMRIO G HOKDL]H SHH\SWWLE%'}/WRSLFV v g L\|NF &Y BKGOGHAPKDLIH ZH ZL

LPDO ZH
GHYHORSPHQW SHUIRUPDQFH VLWLRQ Q\}?G LP Q
RI RXU DFWLYLWLHY UHODWLQJ ‘}{% DVVHVVPHQ—WNKZLI—F\$)O\ADCBXEJN\PIGI—QJ_DQFH ERWK RI ZKLFK DUH DOUHDG\

ﬁmg\'ﬂ_v RQ H JLQJ LQWH U QUDHF R QL HH & HDWQIDRIBRUWD QW D UHBNOEN WKRIOG 'WOMMHIIHDOLW\ DVVFE
H[SHUWV H J FXVWRPHUV DVVRFVEWSHRUNQBKH JOREDOO\ UHFRHYIXBIW LY BQUNHBRIPIVFDQW FKD(
285 (6* 0%$7(5,%/,7< PDQDJHPHQW LQGXVWU\ DVVRFIROWIR@DOWAYDMWRHH RUH RI RXU RPOQHBDOFKLQJ VWUDWHJILF JRDOV
$66(660(17b*2,1* )25:$5"' DVVRFLDWLRQV LQYHVWRUV 1*ZWOVXSB®SBIMDFK ,Q UHODWLREGWRLRRPIROLWEAHRWEKHU LPSRUW
7KH XSGDWHG PDWHULDOLW\ DVVHYRENBEMWUYH PRODGKPWHGI DUPHU Y DGV DRVHD YRPRQWRA@ ULVN DS SHIWMMHX FWX G HY & RU BRHGJ LRDWHUL D
LQ DV D ILUVW VWHS WRZDUGWRGFXEJAWDBRM\WU LD EWA LIV V LW KEHMKN (STIROADH) G WE W &R Q XSFRPLQJ \HDU 8VLQJ WKH LQVLJFK

VHYHUDO LPSRUWDQW GLIIHUHQFIH® PO RR U BYPFWVAXWLVYNV DQ S \ W ULPOLW\ DVVHVVP]|
VHYHUDO TOTRENIRA UL, unonuw SAMEET CRNRY

RDFK ZH WDNH
‘H FRQGXFWHG RQOLQH VXUYHIV DQG FROOHFWHG WKURXJK RXU XSGDWHGFPWSULP L EVVPHQW

285 0$7(5,823,&6

(19,5210(17$/

23 26 723,& '(),1,7,21 %281'$5< 7,(5 .(< .3,V 0($685%%/( 7$5%(76 $1' $0%,7,216
&2 HPLVVLREHWGXFH JUHHQKRXVH JDV *+* BHOOVVDBWV RQ8RKM FHQWDJIH UHGXFW LRHI X QY DDWHROK WPILE Y LRRRS HURP QRZ Q WDUJHW YV EDVHOLQH
DQG FOLPDWESSO\ FKDLQ DQG RZQ RSHUDWDRQW RKDRQHVRSHMUDWLRQV VFRSH DQG O PDUNHW EDVG DSSUWRHERKFWUR@LQVW D VHW
FKDQJH DQG ORJLVWLFV DQG LQFUHDVH HQHUJ\ HIILFLHRQA G H

RXU RZQ RSHUDWLRQV § UHGXFWLRQ

§3HUFHQWDJH UHGXFWLRHI XQYDDHROK WAL Y LEQV IURE Rk

UHGXFWLRQ DQG UHPR)
YDOXH FKDLQ VFRSH DJDLQVW D VHW EDVHOLgH
6FRSH WDUJHWYV EDVHOLQH

8 $00 RXU EUDQGV LQ (XURSH ZLOO FRPP
SURWHLQ UDWLR DQG VHW SURWHLQ UDWLR

§ 6XSSOLHUV WKDW UHSUHVHQW RI RX
DVNHG WR FRPPLW WR 6%7L DQG DOO RXU V
UHSRUW RQ VFRSH

8§ UHGXFWLRQ
8§ 1HW JHUR UHGXFWLRQ DQG UHPR)

JRRG ZDVWH3URPRWH UHVSRQVLEOH KDQG GO S\DRU WH CRIFFHRIRE QWDJH UHGXFWLRQ LQ IRRG ZDVWH FRWPSDURBUWRDY IHW LD WIROKDHH 'H UHGXFWLF
ZDVWH DQG LQFUHDVH UHXVH RMDBRIE ZONVMH DIORQIXUH WKLV ZLWK D UHODWLYH PHWULF |R\HQQNZ)@VWNQ%'|-U\/ R P HOOd RO \RW HRKEUVDOHV D

WKH VXSSO\ FKDLQ LQ GLVWULEXWLRQ DQG R$HYRWRRAY PR¥RG VDOHV 2XU WDUJHW LV WR KDYH UHGXFWLR
ZHOO DV LQ FXVWRPHUVx KRPHYV ZDVWH SHU PLOOLRQ RI IRRG VDOHV DJDLQV
6XVWDLQDEGHRPRWH DJULFXOWXUDO SUDFWUPHWY WEQ® \EX$IYRUWEWDIH VXVWDLQDEOH VRXUFLQJ IRU%¥HYHQ2PRPPRELWLRQ LY WRUDRKOGHYH JHUR Gt
DJULFXOWXWKHDOWK\ HFRV\VWHPV HFRQRPERPPLROGELWL W\ DD Y RF$OPRG XFWV FRQYHUVLRQ WKURXJK VXVWDLQDEOH VRXI
HTXLWA WUDGHUV §3HUFHQWDJH UHGXFWLRQ LQ DEVROXWH &2FRFTF§<'EYB%'|J|'5UV M"ﬂ?/\?LQR GRBRALELY 'RV RXU

YDOXH FKDLQ VFRSH DJDLQVW D VHW EDYBIOVRQWHH &2 HPLVVLRQV DQG FOLPDWH FKDC
PDWHULDO WRSLFV IRU WKH VFRSH WDUJHWYV

$KROG 'HOHIQABO 5HSRUW
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6XVWDLQDEBHGXFH WKH XVH RI SODVWLF D2Z® EWRRG SDENYRIUFHQOWDIH UHGXFWLRQ RI DEVROXWH YL@YALQ SODVWLFV XVHG LQ SULPDU\ RZQ

SDFNDJLQJ PDWHULDOV GHFUHDVH WKH ZHWH®&WM QU SDFNDQ@@Q@@@DVWLF SURGXFW SDFNDJLQJ §2XU WDUJHW LV WR UHGXFH WKH XVH RI YLU.
RUIGHOVFDHEWL
I,;ggL\jVHHDQVV:,_' F\{’%KSHDL;EE\JT_%EJ)ELOLW\F OLW§3DH%C%#6'\K/BFJOHH§| SRVW FRQVXPHU UHF\FOHG PROWPHOWS NRGE AW SRIEPBDIULRIZEY FRPSDUHC
EUDQG SURGXFW SDFNDJLQJ §2XU WDUJHW LV WR KDYH Rl RXU WRWDO R
§3HUFHQWDJH RI RZQ EUDQG SULPDU\ SODVWBSP BNREXFW.HbEMW RBDGH HURR SRVW FRQVXP
UHXVDEOH UHF\FODEOH RU FRPSRVWDEOH §2XU WDUJHW LV WKDW Rl SULPDU\ RZQ EU
UHXVDEOH UHF\FODEOH RU FRPSRVWDEOH L
62&,%/ 723,&6723,& '(),1,7,21 %281'$5< 7,(5 .(< .3,V 0($685%$%/( 7$5*(76 $1' $0%,7,216
+HDOWK\ SURGXHDWH WKH VKDUH DQG DYDIOPEXPWW\ RI KHDOWMIOWDJIH RI KHDOWK\ RZQ EUDQG IRRG ¥DOHV 2D\ DVOWR B WUWL W® KD WHRwWDO KHDOWK\
SURGXFWV LQ RXU EUDQGVx D V¥RYUMPRSPAH QW R 3¢ REYUSIG IRRG VDOHYV DV D SURSRUWLRQ RI WRWDO RZQ EUDQG IRRC

LQIRUPDWLRQ WR HQDEOH KHDABW®IEHUDQGQG PRUH
VXVWDLQDEOH GLHWV IRU FXVWRPHOULYDQG DVVRFLDWHYV
FRQVXPHU

)DLU ODERU3URPRWH UHVSHFW IRU KXPDQ BRAKWV ZDJHEDHEFHQWDJIH RI SURGXFWLRQ VLWHV RI RZ®& EUD QZXYURBEIPMLR QQL K LW R 1 DWN RI SURG
SUDFWLFHV L@FWRHYV DQG ODERU SUDFWLFHWDWHWUIRXAOKRXWr WXGWULHY DXGLWHG DJDLQVW DQ DFFHSWIDHDHG VIWREKD W 21QUKLBKY BIO N FIREQAWULHV L
VXSSO\ FKDMXSSO\ FKDLQ DQG SD\ D IDLU SDUPHQUR RESS QHERUWXHU FHUWLILFDWH DQG QR QRQ FRP\S\%@QQPM\G ROVEHBO'BOHB NPHBELW UHSRUW RU

IDUPHUV WUDGHUV RZQ RPSOLDQFHY RQ GHDO EUHDNHUYV
EUDQG
$VVRFLDWH &DHBWH D KHDOWK\ DQG VDIH ZBUNKHRXYIHUR Q& HQME MKRWLQMXULHY WKDW UHVXOW LQ ORZX¥WAMRFLYHRQ L7 WR KDYH D UHGXFWLRQ LQ
KHDOWK DQGRXMOH®V DVVRFLDWH ZHOO EH LD)QQJG RQ \HDU
EHLQJ GLVWULEXWLRQ
VHOOLQJ

*29(51$18&(
723,86

BURGXFW VDXDMADQWHH WKH KLIJIKHVW VD IHM\ODRIEU WADRL#HIHIFHQWDJH RI SURGXFWLRQ VLWHV RI RZ®& E UDQ&XIRRE ESWRLEAF WW WR KW YOUH RI WKH

DQG TXDOLWAWDQGDUGYV IRU WKH SURGXFWYDRXH EUDQGV ¥HO® DRBG PWFRUGLQJ WR D *)6, UHFRIQL]REV WHRE® URRBUSHIRIESTEWAL iR UL ILHG DFFRL
PLQLPXP FRPSO\ ZLWK DSSOLFDEOH ORFDO OHJt¥Q@OWBREH OHYHO RI DVVXUDQFH VWDQGYWRBQGDUG RU FRPSO\ ZLWK DQ DFFHSWDEOH

§3HUFHQWDJH RI KLJK ULVN QRQ IRRG RZQ EUDQG SURGXFWV WKDW DUH
SURGXFHG LQ SURGXFWLRQ XQLWV DXGLWHG E\ DQ LQGHSHQGHQW WKLUG SDUW\
DJDLQVW DQ DFFHSWDEOH VWDQGDUG RU ZKHUH HYHU\ ORW ZDV WHVWHG

723,& '(),1,7,21 %281'$5< 7,(5 .(< .3,V 0($685%%/( 7$5*(76 $1' $0%,7,216

$YDLODEOH MQ¥XUH SURGXFW DYDLODELOLWGI—[IQ:CG_QDIRUGD§CH—0§1AHEJL\Q§JQRRXU 6DYH IRU 2XU &XVWRPHUVGURJIJWLXRY WDUJHW LV WR GHOLYHU PRUH WKL

DIIRUGDEOHRXU EUDQGVx SURGXFWV WR PHARQWKAHGLHWDU\ QHHGV RI 6DYH IRU 2XU &XVWRPHUV SURJUDP
SURGXFWV FXVWRPHUYV
'LYHUVLW)\ D@®XUH HTXDO WUHDWPHQW RI| :DOEKRMXMRFLDWHYQGHU EDODQFH E\ OHYHO ‘H DVSLUH WR D ZRUNIRUFH WKDW LV
LQFOXVLRQ LQGHSHQGHQW RI JHQGHU DJHDQEOLJLRQ U FDVW IHMEEMU ERODERNE DY BEE G E G
VRFLDO EDFNJURXQG GLVDELO®gWMIWHW EKRWE R EHQ%%%&%BW\RXU PDUNHWYV 8 Q Q
PHPEHUVKLS LQ ZRUNHUV x RUJQQ@@L%LJRQV gR@p@yxvp@H LQGH] § UHIOHFWLYH RI WKH FRPPXQLWLHV ZH VH
DIILOLDWLRQ VH[XDO RULHQWDWLRQ RU § LQFOXVLYH O ZKHUH DOO YRLFHV DUH KH

SHUVRQDO FKDUDFWHULVWLF SURWHFWHG E\ ODZ

%RXQGDULHYV DV VKRZQ LQ WKH WDEOH SURYLGH DQ LQGLFDWLRQ RI ZKHUH HDFK WRSLF KDV WKH PR VI PRAMAMY PEDQWER QRW PDNH UHIHUHQFH WR WKH UHSRUWLQJ ER
7LHU ROH _7KH PDWHULDO WRSLFV WKDW DUH GHHPHG VWUDWHJLFDOO\ LPSRUWDQW WR $KROG 'HOKDL]H DQG RXU VWDNHKROGHUV 7LHU WZR 2WKHU LPSRUWDQW WRSI
6 R VWDWHPRHOWRUH LQIRUPDWLRQ RQ WKH .3,V DQG SHUIRUPDQFH

6HEDY LR QPARFEATRY H UG DFWLRQV IRU PRUH LOIRUPDWLRQ RQ WKH WDUJHWY DQG DPELWLRQV SHU (6* UHODWHG PDWHULDO WRSLF

JRU SHUIRUPDQFH RQ WKHVH VXVWDLODEWHENDIER RO R/® QWR RIHZRIEPMLVEH H

$KROG '"HOHQXABO 5HSRUW
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$KROG '"HOHQXABO 5HSRUW

$VSDWW RXU VWUDWHJI\ V
D KHDOWKLHU SODQHW

E\ RXU PDWHULDOLW\ DV
PHDVXUH DQG PDQDJH R
FRPSDQ\XV HQYLURQPHC
LPSDFWV UHPDWERJ@ WR
HPLVVIDRIG/ FOLPDWH FKI
IRRG ZDVWH VXVWDLQD
SDFNDJLQJ DQG VXVWDL
DIJULFXOWXUH

YRU PRUH LQIRUPDWLRQ RQ RXU St
WKHVH HQYLURQP H D&M DOV W FIPAHQ

(QYI URQPHQWDO

&2 (0,66,216 $1'
&/,087(b&+$1*(
'HYHORSPHQWYV LQ

7KH ,QWHUJRYHUQPHQWDO 3DQHO
3&& UHSRUW ZDUQHG WKDW \
UHDFK WKH z & OHYHO ZLWKLQ V
GHFDGHV 7KH FRQFOXVLRQV RI Wi
‘DUPLQJ Rl p & VSHFLDO UHSRUW
VWDWHG WKDW RQH KDOI GHJUHH
PHDQ VXEVWDQWLDOO\ PRUH SRYH
VHD OHYHO ULVH KDELWDW DQG F
GURXJKW

'XULQJ FOLPDWH FKDQJH ZDV |
IRU WKH ILUVW WLPH DV D SULQFL

,Q 1RYHPEHU $KROG 'HOKDL]H
&OLPDWBIVGDOQVHWWLQJ DQ XSGD\
WDUJHW RQ LWV GHJUHH GHFDU
6HIHO IREXV &DUERQ HPILVVLRQV L
EKDD@Q&OLPDWHRILOPRUH LQIRUPDW
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2XU LPSDEW 5HGXFLQJ WKH XVH RI FKHPLF DX MR UIUD@WNM RP RXU RZQ R $HH DDAOLERWWHDHID M YDOI GDWLRQ RI
+XPDQV FDXVH FOLPDWH FKDQJH BQG Vi WAFKG RJ WR ORZ *:3 UHMADGODZKWYH \RRRYU WRWDO Y DOKFWRIRIL § HPRZ/ VR B (AR UHVL Q IRUP
FDUERQ GLR[LGH DQG RWKHU *+*\ Y hRMRHW WHRSISR UWXQLW\ WR UG K F H HR WK WM JZDHV K DIMGIG®IQU K BWHF R QW UR O

7RGD\ WKHUH LV PRUH FDUERQ GERPIPEW LQ wWKH WKH ELJJHVW GLUHFW LPSDFW HH WIEDWHE $ROC HOKD
RODIQYVXHG LQ 1RYHPEHU

DWPRVSKHUH WKDQ WKHUH KDV BHHQWHP BWHOWRBW WkH DQQXDHORDO XRX BKDL@XH FKDLQ ZH KDYH RSSRUWXQLWLHV WR

SDVW WZR PLOOLRQ \HDUV HPLVVLRQV VFRSH DQG RIBHKERBH HOKDYIHRQV IURP RXU FXUUHQW SURGXFW

*+*V DUH SURGXFHG LQ GLIIHUH®W G MYH EUDQGV WRW PQ ®SISRIGIR B BMRIMIR WKURXJK WDUJHWHG2 ZGW RUEH QWLR QR SV WV F BPS H
WRQQHV RITEZRYDOHQW HPLVVLR®WQG7 GIRZ QVIWUHDR O IRU H[DPSO$FRESHHQBREUDHIPQVVLRQV FRPH PD

§%XUQLQJ IRV V)YRVVWAKONHOV VXEWFRNHRLORZQ LQ WKH GLDJUDP EN®RELHUV WR VHW WKHLU RZQ W& HH®BH FELIWAHESQ\E DUHIMW YH UD W L R

JDV DQG FRDO FRQWDLQ FDUERQ GLR[LGH WKDW KDV DQG ZRUNLQJ ZLWK ORJLVWLFV SDUAMQ HUY RKRI XQIDW\WIRV RI SRWH
EHHQ UORFNHG DZD\U LQ WKH JURXQEWRE WKRKRERRAGM ow ORZHU HPLVVLRQ WUDQVSRUW REMOIROMI LW LV SRVVLEOH WR UHG
RI \HDUV :KHQ ZH H[WUDFW WKHVH IXHOV DQG EXUQ _ D R QHXWUDO FRVW R
WKHP LQ WUXFNV ZKHQ WUDQVSRUWLQJ SURGXFWV RU WR [LWK WKH OLRQxV VKDUH RI RXUOY X L?_E\ FOH.RI WKH EDS
HPLVVLRQV IDOOLQJ RXWVLGH R?  EOW
KHDW FRRO RU RSHUDWH RXU VWRUHV ZH UHOHDVH WKH Q Q B YRY LoLwLbDv
VRFLHWDO FKDQJH DQG LQGXVWLY F Q
VWRUHG FDUERQ GLR[LGH LQWR WKH DLU 6RPH RI RXU Q QG LQ I v G WU
UHPDLQV FULWLFDO WR DFKLHY Q
EUDQGYV VHOO IXHO WR WKHLU FXVWRPHUV DQG LQ GRLQJ Q J E0bocv x
JRDOV RI WKH 3DULV $JUHHPH Q
VR SURGXFH LQGLUHFW *+*V QW) ILFDQW
VRFLHW\ DQG LQGXVWU\ FROOD DR B v WK valgtgvm@LWQ
§'HIRUHVWDWUR®WY UHPRYH DQG VWRUH DQ LQWHJUDO SDUW RI RXU SOD
FDUERQ GLR[LGH IURP WKH DWPRVSKHUH &XWWLQJ KH FXI;JOU\|/_|I'\9VL\JIHUVHXSOOWDEHPFHRQVVxVF\)Es
WKHP GRZQ PHDQV WKDW FDUERQ GLR[LGH EXLOGV XS 2XU DSSURDFK DQG SURJ@,‘;*WW RIPQRUHH HUJ
PRUH TXLFNO\ VLQFH WKHUH DUH IHZHU WUHHV WR 2XU DSSURDFK FRYHUYV DFWLYLWL@P?E\WQ%‘@W&(B% : OHV‘\?/ 3
DEVRUE LW $QG ZKHQ ZH EXUQ WUHHV WKH\ UHOHDVH RSHUDWLRQV DQG RXU YDOXH Fklﬂ'p‘a BVQZH@&%&H\QP&%N DOVR UH\
WKH FDUERQ WKH\ VWRUHG ,I ZH VHOO SURGXFWV ZRUN RXU EUDQGV GR WR LQIOXD%'(:B P%@LEWWHHW%LFLFHQWFERVQWV
SURGXFHG RQ GHIRUHVWHG ODQG $KROG 'HOKDL]H QWHQDQ
FROWULEXWHY WR GHIRUHVWDWLRO .Q ZH FRPPLWWHG WR VELHQEH EDVHG WDUJHWNM oo | o rxu
2XU VFRSH DQG WDUJHW zpv EpYHE R D
§$IULFXOWADEWLQJ FURSY DQG UHAULQJ ROLPDOV GHJUHH GHFDUERQL]DWLRQ sDWAZHKPEHE-RREWEREF WKH IROORZ
UHOHDVHYV PDQ\ GLITHUHQW W\SHV Rl *+*¥ LOWR WKH WDUJHW RQ D WZR GHJUHH GHFDYBRQLIRWARQ EDIRKZRP LWwWLQJ U
DLU )RU H[DPSOH DQLPDOV SUZ?éQHMJbﬁa@(bQ@WLRQ IRYHPEHU ZH XSGDWHG RBJU‘ ﬁwLmLﬂJL‘R\N\ LQFOXGHV UHSODF
ZKLFK LV WLPHV PRUH SRZHUZXBDHWKBOUPRWER Q . Q Hﬁ'ﬂ’&lr_WFd»-P WY\ WP ZLWK OR?
- o0 DPELWLRQ DQG PDGH D SXEOLF
[LGH DV D *+* 7KH QLWURXY R [L0GH NG IR U {QVWDOOLRQJ QDWXUDO K\EULG V
WL oL QHW JHUR FDUERQ HPL W DROY\R E
J[HUV LV WHQ WLPHV ZR4FRHEHP QG QHDUON\ o MbVY\h'iJPV ZLINK B DQG PLQLPL]L
WLPHV PRUH SRWHQOW WKDOQ FDUERQ GLRILGH 4Ky MRLQHG WKH %XVLQHVV $PELWL Y y NSV
SURGXFWV LQ RXU EUDQGV x VW—RI:'?JH(%/ WKHS‘:h'jiFﬁ?Uéﬁ DOVR XUJHQW FDOO WR DFWLRQ IURP HJHBB *FEE’&Q’]'TE%‘;L ﬁPBL\l?\I/’L\éIF% V IUR
GLUHFWO\ DQG LQGLUHFWO\ FROWYH BN WE APRSWREXEWYHpyn DJHQFLHV EXVLQHVV DQG LQGXVW?¥O GRUYE TR A PHQWQE\ X
Bl ey 7 SWKHU VERSH LQLWLDWLYH PRELOL]HV FRPSDGLHV WR YW BRW HBR

VFLHQFH EDVHG WDUJHWYV LQ OL@H) AYWEsSDH P BEQaWIRWE KDV SLR
§&RROLQJ IOVAUGRMOXRURFDUERQM WK&VFDPWHJIRULHV LQ WKH JUDSK VYRRIVKLHBA UM WR XSGDWH RXW Y BRYHF UPWRAPORELRD VWRUHV I
FRPPRQO\ XVHG FKHPLFDOV IRFRGROROQW IDRQEE UHIULJIHUPRWGRYR XMORS BAMUDRQYGSIRUMH QW ZLWK WKH y e HHUD WL W BRKRIX VHV
UHSUHVHQW D PDMRU FRQWULEXMRRWY W B G® L RARMANSHILMAVH. QJ HWKWVARYIW $IJUHHPHQW :H FRPPLWWHG WR RXU
FDXVD@SUR[LPDWHO\EDO RDUERRQWHJRULHY IRUP RXU VFRSH PRRGPIVHOWFRSH DPELWLRQ LQ 1RYHPEHU
HPLVVLRQV ZRUOGZLGH $KRO GUHOKDOBOIDMHEURYL P DRV HRXWU WRWDO GLUHFW
SURGXFWV WKDW UHTXLUH FRROOQILQG RUWHHNY MPRIERQ IRRWSULQW
PDLQWDLQ IRRG VDIHW\ DQG TXDOLW\ IRU FXVWRPHUV

$KROG '"HOHQXABO 5HSRUW
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7UDQVLWLRQ WR UHQHZDEOH HQQWEWHDVH HQHUJ\ HIILFLHQF\  $VVXPSWLRQV XVHG LQ HPLVVLREFR/DHJIHDWEG WUDQVLWLRQ SODQ
‘H DUH ZRUNLQJ RQ LQFUHDVLQXRQ\ELUWDH GN CHUD WXR®GLQJ D Q G2 K H PIRELIDA MQ IWMRVREKIM Y@ RXU FERKIRER® 'HPIKWDULIR@WQG LWV EUDQGYV
FDSDFLW\ DQG XVH RI SRZHU S X WHKKDRF RV BIHHRHQWMLFLHQW Z DU HERXYFMWERE BDUJHWY ZLWK WKH REMWLEARR R ® ERQF WLWWED WHIG Q VLW L
333V DQG UHQHZDEOH HQHUJ\ ARGV L5F&\H Q BV J\ HIILFLHQWR—Q’N\USI—H’I—HIQ(V\DR/MJED\NX/(XPSWLRQ_\PSDFW ZH FDQ H[SHFW WR PDWHL

SDUW RI WKLV ZRUN ZH DUH HV\WDEIOWVKGRROR RQWHUBLIHUDWRY FDELOHWY  KHDW %VLWLRQ IURP IRVVLO IXHOV I
SDUWQHUVKLSY ZLWK ORFDO UHQHERSEDHDMQRDI\ K HDA LIRS VSR & H FRPSDQ\ QHHGV WR UHSODFﬁlB PYRD l%P HOFUHDVH HQHUJ\
SURGXFHUV V\VWHPV ZKLFK QRW RQO\ UHGXEZS_'(gg \/UUR V\OL%&WLHFngéi%DSNSL\%?@%W%’%’WH8\‘%% Z%EOH HQHUJ\ 71
X P QHUJ\ HIILFLHQW WK %43;6 EH OLRINHG WR UHVR>
LRUW}_IL[UDHPGSCI)_HWLK'; Oﬁﬂj %/VRHPUSEQD\ FH& RUV DQG LPSURYHG I L\h\b’w M BUKHSODFLRR HRWMYWLRQV WKH EUDQGV
Dol RS BQY R D ORI %g%@%& %\@%&Nﬂmﬂwwmas\@m QH[W \HDUV  RI RRQLWERHQER HRNBYH SURIJUHVV W
WrDO VAR 0 R S FDUEIP VR U VHQV LA KHK LIOHV I @ HHWH & Lo 0 E MV PR SNMUHVGIWMPR & BR WHHVH SOD
HPLVVLRQV DVVRFELDWHG ZLWK LV\?\?I—P HQHUJ\ HITLFLHQWSWXRQHEY HH PWWLREHYHKLFOHVFREE® X Q LERMWKNGU R JIHQ
DQQXDOO\ 2XU EUDQGV FRQWLQXH WR IXUWRNDBOURBERY «4LWK IXHO FHOO &L .UM[JJO&FH(LIFQBLO

HPLVVLRQV LQ RXU RzQ RSHUDWLH¥BVKGRYR{bFESRPLQI HFRQR HIHQ IREXV &DUFRQ HPIVVLRQV L
7UDQVLWLRQ IURP IRVVLO |XHOVH6|R+BW] 6HUELD FRPPLWWHG WEDW MO AZ®R O M H U I\ 5(&V ISMJ[L@LD(PFELHH LOIRUPDWLRO Rg R X

DQGbWUDQVSRUWDWLRQ
M DURGYHUWLQJ RXU KHDY\ 6xWEYHEERS L T0 HWEMQ\%% LDUOHV\FQ\V‘(JRH%%MGZJE:‘F;LNVD\;E\//\)L}S/?MVMQ\&R%DULWS\UZRLJ\MH\A\!ULG SRZHU

EDWWHUV HOHFWULF YHKLFOHV D@ U EW W& P L wVESS SURILFO VO QKWL ®I KHDWLQJI HR 2V
KHDWLQJ ZLWK KHDW SXPSV DQ%J@%&L@J ?@*& Fx\gv SRZHUIS psrgw(pD MF&)QJE?LQVXODWLR ﬁ%ﬁﬁ@% Lt,ﬁEéJ:(Hp\sasgi\géJ&BbUDPE?,
DQG RWKHU KHDWLQJ VROXWLRQVE R xw 0'K SHU \HDU D|_Q SuU

DOW

LQJ DSSUR[LPDWHO\ g VLROV IURP Rz
'LWK WKH DFTXLVLWLRQ RI &\FORRQ WKH HQW%%RUDWILWQH SKRQQ uQDb 5 L1y Y IXHO VXFK DV KH >I<-|PSBQ vagdﬁg\ﬁ
RI $PS"UH DQG E\ ZRUNLQJ ZLWK R é’ AVAN

WYNHW EDVHG
U V ERPSOHWHG /(' FR ViR
SDUWQHUV ERO FRP LV PDNLQJ 5 HE N\W G W%‘?Hv UHW@J&XL(JWWHQ@ Y P bHow PRGHOHG§\&§% \E;@%ﬁﬁ)vﬁ sgégVHH F%':]PDEL)

2

GHOLYHUL UHODWHG HPLVVLRQV,.Q \}v R KDYH GWVDFQIGDLFMUMQJ QHW JHUR vV DLPL

ZDV WKH ILUVW H FRPPHUFH FRP> JHFL Ho Ry VKRZ KRZ PXFK PRUH ZH FDQ H[S FW SHQG

DQG WKH IHWKHUODQGV WR UHFHLY &OLPDWH YHUVXV D EXVLQHVV DV XV XD O 6HHSX WIDROH PRRBIRXU SHUIRUPDQF
IHXWUDO &HUWLILFDWLRQ PDUN$§$<®I\IE(QJDQQ KOWHWOYRO FDUERQ BXVEQOHAVRGHY XVXDO HPLVVLRQNVIRXMWFDN SRZIWHD [RDR B\
LQFUHDVHG VKLSPHQWYV VHQW ZiHWVXWROWVWRKGBS SER[HM DVR LQW H UL FRE ERQVSIUG- FoH MR ZLWK H[SHFWHG EXVLQHVYV

UHGXFH SDFNDJLQJ PDWHULDOVLQQIBVMP HEW BWRGRVDOV IURP WHKIROWKDEQBURREYXMARQ HJ LQ H FRPPHUFH

UHXVDEOH SDFNDJLQJ RSWLRQV ‘H FRQWLQXH WR ILQH WXQH W[K/\HJBBQU@V@LQ?J IURP WKH EUDQGVx 0
! OLPDWH FULWHWYbRY IRY BB8HQV
JRU WKH ODVW IHZ \HDUV VHYHLé §,§%[9 JXLGDQFH RQ KRZ WR OL8
EUDQGV LQ (XURSH KDYH UHGXFH m\ﬁé PHQW USH 8 R QWELRW HAUPA1QU QUKW Kl§ FRVWYV RI DEDWHPHQW DQG
UHGXFWLRQ LQLWLDWLYHV ZH XVHG FXUUHQW FRVWV L H

IRVVLO IXHO KHDWLQJ IURP WKHL gJ[

H[DPSOH DOO QHZ $OEHUW +HLM RUHV LQ WKH ZH GLG QRW DVVXPH FRVW UHGXFWLRQ WKDW PD\ WDNH
IHWKHUODQGY DUH EXLOW ZLWK DOWHUQDWLYH ZD\V RI SODFH ZKHQ WHFKQRORJ\ VFDOHV DQG PDWXUHV
KHDWLQJ LQFOXGLQJ KHDW SXPSV DQG KHDW

UHFXSHUDWLRQ

,Q WKH QH[W IHZ \HDUV $OEHUW +HLMQxV RSHUDWLRQV LQ
WKH 1HWKHUODQGYV ZLOO EH FRPSOHWHO\ IUHH IURP XVLQJ
QDWXUDO JDV

$KROG '"HOHQXABO 5HSRUW
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2XU WDV ((WHUQDO YDOLGDWLRQ R22RX$6WDUIHWYV ZLWKLQ RXU EUDQGVx FRPPXQLWL
7.00/,1( 6&23( $1' 6&23( 2XWHGLXP WHUP HPLVVLRQV UHGKFAB R WP HIHW VRUQ SURQJHG DSSURDFK WR GULYLQJ C
%$6(/,1( %$6(/,1( VFRSH  DIQEG W IVEROW K HVGIRM W Q RRG ZDVWH UHPDLQHG DQ LPSRUWRQW WRELRRG ZDVWH DFURVYV R

6KRUW WHUPGXFWLR@eKSsSsoLHUy KDV EHHQ IRUPDOON DSSURYHG ERWEH A 61 LQK'—V ELOOLRQV RI WROQHMVRROVREOFOXGLOI VWRUH.
WDUJHW UHSUHVHQWL%]HDQV WKDW WKH 6%7L KDV DV ViHR/y i EoW K Hy Y VWHG ZKLOH PWORGRENVURI $H ,SLQHFDSJ:}WLRQV
RI RXU IRRWSQUIPKQVW WKH HPLVVLRQV UHGXKkW§H '3@\ Xd @HVU RXULVKHG *UDLQYE8 DWBIGNFDWLRQ LOFOXGH

ZLoO EH DVNH@HFK VVDU\N IRU WKH ZRUOG WR %LPFSLd”Lll@l%E@\O\ARY RBIRLQJ zZDU LQ/RNEY®ILIQH DMRGEX\ VPDUWHU LQV
FRPPLW WR 6¥YHPSHUDWXUH ULVH  z & DERYH RIHKQABX VY Y HPIG & HRIHXO LIK W H 8 QWKeP RR SIRW[W DUHG SRUIRGXFWV
E\ DQG IRXQG WKHP WR EH FRQVLVWHEON Z YW EpNKHAVD QG WKH QHHG WARH EKQWRDRU\ FIOMH BWUM PLVWLQJ L
§$00 RXU vxss%%WuF\FPH RI UHVRXUFHV GHSDUWPHQW DQG HOHFWURQLF )

SRl N $KROG '"HOKDL]H XSGDWH RlRVéVZ\éEIWGRHV RW RQO\ QHJDWLY HBAPISIO$D O FAIRKRGLQJ WR "HOF

g DY Vi @XFWLRQ WDUJHWV FRQVLV LK W'EBCW i¥Hov FOLprwHW@@w DIOIW:RVGN BBIUHC SUR
$IJUHHPHQWxXV  GHJUHH DPELW*gQ @@Q@ﬁ_ WgLJRGXFHV b H MY B B F LY e Iy RPHUV ZK|

8S00 RXU EUDQ@NHQHYLVHG WDUJHW IRU 6%7'-F'Pe%$ﬁ{ﬂ WRIFOLPDWH FKDQJLHQOQ é;'t\kLHJ E?Wﬁi‘é QWFDWLRQ

(XURSH ZLOO py WKH QHZ EDVHOLQH \HDU KH EUDQC
A o Q Q ZDVWHG DOO WKH HQHUJ\ DQG ZD v@ié’? %E%% \}éé/J o

EDVHOLOH FXUUHQW JURZLQJ KDUYHVWLQJ WUDQVSRU Wy HwEe
SURWHLQ UDWLR DQG IRRG DUH DOVR ZDVWHG FRUQHUV U ODEHOHG ZLWK D JUH
VHW SURWHLQ UDWLR DOO LWV VXSHUPDUNHWY 7KH VW
WDUJHWV E\ WKH HQG 2XU LPSDFW FXVWRPHUYV WKDW WKH SXUFK
R JRRG ZDVWH FDQ KDYH QHJIDWLYH NGV HE®! th)v,s_.gg W DOGRERBLU 7
VRFLDO DQG ILQDQFLDO LPSDFWV 2 wrPR G R LQ¥HeRowD L o)
e N SRR © F' ZRUNLQJ WR UHGXFH WKH DPRXQW RI ZDVWH DV PXFK
DV SRVVLEOH LQ RXU VXSSO\ FKDLQI_}/ YWWV%%%MYHQQQG WR IRR
/RQJ WHIHW ]JHUR 1HW ]JHUR .
UHPRYDOV E\UHPRYDOV E\ SURGXFWY WR IRRG EDONV ZH?:DQ%U(EEIXIER}%}I\?I\)?&W% XINROG IRRG
EDVHOLQH EDVHOLQH
HQYLURQPHQWDO LPSDFW ZKLOH F@@IFB'\P\H_ KV IEW HWRGAHFHG WKH 1L
3URWHLO UDWLRY DUH GLQEMRAXYG $OWERBU XQGHU ROFHSW VWRUH LQ WKH &]HFK 5}
HPILVVIROV IO RXU YDOXH FKDLQ VRFLDO LPSDFW
7KH 6%7L KDV DSSURYHG $KROG 'HOKDL]HxV VFRSH DQG QHDU XQLTXH FRQFHSW LQ WKH VWRUH
WHUP VFLHQFH EDVHG HPLVVLR QWD UBBWFWLRO WDUJHW 7KLV 8QVROG IREBIJDONRHO\ LPSDFWV RXRYH QXQRYLEH DUHD LV WKH VS
EDVHG XSRQ D GHJUHH GHFDUERQL]DWLRQ SDWKZD\ UHVXOWY GXH WR WKH ORKWPP®UJIDYVRFLDWHYV ZKHUH &KHI 6WDQL)
&RPPLWWHG EXW QRW \HW DSSURYHG E\ 6%7L WKH WDUJHW LV EDVHG '"HOKDL]H EUDQGYV GRRXMWRGG |RRGRWIRU PHDOV XVLQJ XQVROG VW

XSRQ D GHJUHH GHFDUERQL]DWLRQ SDWKZD\

$KROG 'HOKDL]H KDV DOVR FRPPLWWHG WR VHW ORQJ WHUP HPLVVLRQV IHHG SHRSOH DQG WKEBRVWRG WRQ@H’HLﬁlGD\

UHGXFWLRQ WDUJHWYV ZLWK WKH 6%7L LQ OLQH ZLWK UHDFKLQJ QHW JHUR IRRG ZDVWHG $ VRRWIKX® RRRG ZDVWH RG ORQJHU VXLWDE
E\ ZDV UHF\FOHG WKH UHPDLQGH L WR RWKHU UHE\FO
7DUJHW LV LQFUHDVHG WR IURP ODVW \HDU WR DOLJQ IXWXUH ODQGILOO RU LQFLQHUDWLQ]J IDFL

DPELWLRQV ZLWK SHUIRUPDQFH LW IURP ODQGILOO 7KHYV

FOXGH DQLPDO IHHG SURGXFWL
2XU DSSURDFK DQG SURJUHL\&/ OLWLH\?RU LQGXVWULDO XVH
‘H DLP WR FRQWULEXWH WR D IRRG VI\VWHP WKDW
HQVXUHYVY HYHU\RQH KDV DFFHVV WR QXWULWLRXV IRRG
IRUJHQHUDWLRQV WR FRPH ‘H FRQWLQXRXVO\ UHYLHZ
RXU RSHUDWLRQDO SURFHVVHY WR UHGXFH IRRG ZDVWH

DQG GLYHUW XQVROG IRRG WR IHHG WKRVH LQ QHHG

$KROG '"HOHQXABO 5HSRUW
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:H DOVR ORRN IXUWKHU WKDQ R%\8 879 Sg—b)gpSNg%(&V_$*11* FROODERUDWLRQ ZLWK WKH 81 'H PRQLWRU SURJUHVV WKURXJK 7
$V D IRXQGLQJ PHPEHU RI WKH Réll @ \@%ng L O 3URJUDPPH &RPPLWPHQW 3URJUHVV 5HSRUW
L,QVWLWXWH [ [ LQLWLDWLYH K'D 4 4 \l/\(\}ﬁlH VLIJQDWRULHV SURY(OGHRQQ X:
EUDQGV KDYH VR IDU SDUWQHUISE LLYV.\ KA JOREH PLOOLRQV TKURXJK 7KH "OREDO &RPPLWPHYFESHWKXU')I"RY WKH SURJUHVV W
VXSSOLHUV WR URRW RXW IRRG @Q\C‘i VX§J;9 ODQGILOOYV EXUQHGDQG JRYHUQPHQWYV FRPPLW WR ﬁ“"\?\/’K'H"F'RPP’Lv‘\'/"P“ QWY GXULQJ WK
CUROPHAOW '0'DOG ' WKDW DPISURGXFH XVH DQG UHXVH SODVWE s i H i v
IRRG VXSSO\ FKDL HQY HERUW KD G WK'U ¥VMLOGLQJV
Q HYHU\\HDU ZLOO ZRUN WR HOLPLQDWH WKH SUUVWLF LWHFYV él'&l I!?\(R/ Q
'KLOH ZH ZRXOG OLNH WR GR HY PRUH WR UHGXEH {OREDO (QHHG LQORYDWH VR DOO SODVWLF ZH GR l%HHG |_v
IRRG ZDVWH RXU HIIRUWV DUH E oL ¥R Y li WREH.V.EEQUHE.\(‘/\,R.E.H VBIHOV'UHXVHG UMFRFORGR R VY LV EHLQJ PDGE
H[WHUQDO IDFWRUV IRU H[DPSO |_ LH/'W SU¥ 5DﬁFN,.ﬁ'?.S.R3’.WH\HW QKG“FLH EXODWH HYHWRWIR G N xvHMPRIHWY IRU H
KXQJHU UHOLHI RUJDQL]DWLRQVWLH K)%_'\I/ Dr\NDUJHWV 7 NS EW L WKATHERQRR) DQG RXWVRHWHW RI UHXVDEOH UHF\
PDUNHWY RXU EUDQGY VHUYH HOY LU Y%DH'L' WK UHDO FRPSRVWDEOH SODVWLF SDFEND
D FRPPRQ YLVLRQ RI D FLUFXODU U sobvwLF H[SHFWHG WR EH PLVVHG

EHH RXU ZHEVLWH IRU PrRuUy LQ ZKLFK LW QHYHU EHFRPHV ZI[,Q RXU EXVLQHVV PRGHO ZH PDLQO\ FRQVXPH

IRRG 7DVWH &RPPLWPHQW SURJUHVV UHSSODVWLFV WKURXJK RXU RZQ EUDQXKFRRYEWEW RE QRW PHHWLQ
DPRQJ RWKHUV WKDW ZKLOH VVYDULRXV VXSSOLHUV FRQVXPHU sHHN®IRBFIRRWY¥H XUJHQF\ IRU E
PDGH LQ VRPH DUHDV NH\ WWKDW PDQXIDFWXUH EUDQGHG SUR%WQRWHYQB\MBR\QRSDUWLH
+RZ ZH PHDVXUH SHUIRUPMRQFDAWRULHV WR WKH *OREDO (RXU RZQ RSMWIWLRQYV OH[LEOH SDFNDJLQJ DQG GHFF
§3HUFHQWDJH UHGXFWLRQ LQ IRRE&HMNWEH WRESDBHGVYHG 7KH SURVS%FWORGI OHROKDL]I- WKRXVBRG, JURZWK IURP SDFNDJLQJ XVH
WR D VHW EDVHOLQH :H PHDVXRHHWKQV ROWK D WDUJHWV UHLY RYELV BINKZo EUBRG SULPDUY Soﬁg\%b_QPH%g ch—me WR WDNH L
UHODWLYH PHWULF WRWDO WRE8YHXKLQRINGHAD WRHDS A O HUD Vg oo 0y Sy P ST w il e o NG FORGEWY SURJUHVV DO
PLOOLRQ RI IRRG VDOHYV DURXQG UHXVH IOH[LEOH SDFNLFJXLUUUHQUWB\UUHrX“\/\DunOL#uUHF\FODEO %ﬁ%v%éggy%ﬁ/'? SURPRWH D K
6 1 W owh P WU SHUIRUPDQ'):(VLQHVV JURZWK IURP SDFNDJLSST RAR Mo Rls RWLDWLRQV IF
R JR QDWLRQISURGXFWV WKH LQIOXHGRGEEZRIPILQVWUXPHQW RQ SOD\
2XU WDUJHWYV 2XU LPSDFW KDYH RQ RXU VXSSOLHUV LV OLPLWHG DQG ZH DUH
2XU EUDQGV FRQWLQXH WR LPSIGHSHOEHQW 'RG WKH TQIRUPDWLRQ WiH\ D&l 2LO@ E QW KW R )R X
SURGXFW SDFNDJLQJ E\ VZLWFK'SHRYIGHR"WR :H HOQOFRXUD/JH RXU ZHEVLWH IRU GHWDLOHG LQ
6KRUW WHHPKDYH D WDUJHW RI D HQYLURQPHQWDOO\ IULHQGO\ PYXSEOTHUV' WR'SOHGIR'"WR 7KH *OREDQ G& RRIRIBLWHFME@WY X SURJUI
LQ WRWDO WRQQHV RI IRRSDFENDJLQJ HOLPLQDWLQJ XQQFS5E EHFRPH PHP (OOHQ ODFBUWKXU FKDOOHQIHV LQ UHGXFLQJ ¢
PLOOLRQ RI IRRG VDOHV [SDFNDJLQJ DQG LQFUHDVLQJ WKYR¥SEDWLRQ 'SODVWLF SDFW ZKLFK UHTXLUHV WKHP WR
EDVHOLQH E\ FRQVXPHU UHF\FOHG FRQWHQW \y W DPELWLRXYV WDUJHWY w: HDOVR ZRUN ZLWK VHYHUD V XPE
"H KDYH D WDUJHW RI | URGXFWBK®®G '"HOKDL]H DQQRXQFRPPRQ YLVLRQ ZLWK VWULFW FX'VLFE);'—S%%_V‘\'f.sg(:"vé'fQR\;L'JREUU\[/)E\Q/\V/DD'—S

WRWDO WRQQHV Rl IRRG ZDWWHESHIQGV DLP WR UHGXFH WHRXQGDWLRQ 0DQ) RI RXU VLJQ e
PLOOLRQ R??RRG VDOHV D\A/D(LHDI}/NVI-%%Q EUDQG SULPDU\ sSURKDYH DOUHDG) PDGH WKLV FLF?]PPQDWLRQDO SODV.WLF SDFWV WKDW

EDVHOLQH E\ FRPSDUHG WRLQJ IRUZDUG ZzH z/[X2UHDO 0$56 1HVWOH 3HSVL&VYROXWLRQV WRZDUGV D FLUFXODL

&RPSDQ\ DQG 8QLOHYHU DORQJ)RU HIDPSOH $OEHUW +HLMQ LV D
OHGLXP WHURDYH D WDUJHW RI %%&gg I% S%RDXVUWILRFFE\C'RRGQX:-:J\TVGSXDF[SDFNDJQLQJQ’SURGXFHUV QLN H $P. XWFK 3ODVWLFV SDFW ZKLOH $KF

WRWDO WRQQHV RI IRRG SURGXFHUV VXEK DV 1RYDPRQWD PHPEHU Rl WKH 8 6 30DVWLFV 3
V FW LPSDFW RQ UHGX. - ;
PLOOLRQ RI IRRG VDOHYV DBBLQW/\/@M!U Q PDODIHPHOW VSHFLBOLVW 9HRC6XVWDLQDEOH 3DFENDJLQJ &RDOLW

=R HOLEN B 'H SOHGJHG WKDW ZH DLP WR HIDFERXQW IR0 D VLJQLTLFDOW SFEDVHG FROODERUDWLYH WKDW EH
DQG SROOXWLRQ DW WKH VRXUFSURGXEWV L RX0EOUMIFOVx RSILQGXVWUL WR PDNH SDFNDJLQJ PR
WDUJHW LV LQFUHDVHG WR ! IURP (FRQRP\ *OREDO &RPPLWPHQW U7KH *OREDO
IXWXUH DPELWLRQV ZLWK SHUIRUPDCE RPPLWPHQWU LQ 7KH *OREDO &RPPLWPHQW
LV OHG E\ WKH (OOHQ ODF$UWKXU )RXQGDWLRQ LQ

$KROG '"HOHQXABO 5HSRUW
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2XU DSSURDFK DQG SURJOR® WKH SODVWLF FRPSRQHQW BBIQFEFHOBEQHW\ PHDQV GLIIHUHQW RVIKIAQIR ZWR WA XRSUH QWUDMHFW R
2XU DSSURDFK WR VXVWDLQDEOMHSPMRWHE 'R ARREKY FPSHU WSBIRBRHER®WIGLIIHUHQW FRQWH[WWR ,RRWRH AR @\Q B[ W HFI\ MCOHH FHU WD
RQ RXU RZQ EUDQG SURGXFWV BRPSRRKQWYRP @ iEH UHF\FOHG *OREDO &RPPLWPHQW HQGRUVHEDWGIGRBOMRRHGDRNDILQJ UHDFK

SURFHVVHY ZLWKLO WKH YDOXH FK UHSRUWLQJ E\ $KROG 'HOKDL]H VB NG KIHTPOLQGWPHQW UHF\FODELC
Q 8k?IW WR UHXVDEOH UHF\FODEOHO LV QRW HQRXJK S5HFRBEDYH VRBQLORAVD QMBW +RZHY

JRU QDWLRQDO EUDQG SURGXFWAKHNKIRWQ RADKFRQRW RDQWEH XV HHRZWRGAMRUNXMPBOIDE LW VKRMNWGDEH SUREIHVDLR®DOMYHO :RUN
SODVWLF FRQVXPSWLRQ RU XVD$BD ZN WKLY WK H VYRQWH FDO SDUV$ RANDILRUIQEDNL @3 UHF\FOHG LQOSIYBIWRIFB FEQ®&/ IDRMQ DQG FUHDW L (

FKDLQ DQG ZH GR QRW DOZD\V USHFBIVWH FGSHRDA)OWM GRED W D VFDOH FXUUHQW UHF\FODELOLW\ SHUFHQ
RQ WKH W\SH Rl SODVWLFV XVHG ZLWKLO WKHYH SURGXFWY e WKH FRPPLWPH RI VLIQDWRULH
2>(<?u DSSURDFK IRU EUDOGHG SU %@Hw*l%q&a VIVIEUQHQG DQQREIPSRUWDQW VWHS WR DVVHV VLW %?FFWODE?_\%LW\ R Q

WR HOF FRQVXPHU SDFNDJHG JR UV EBd XUFKDVH DSODVWLE SOFNDJLQJ IRU $KROG "HOKD WKHUHIRUH LV

VXSSOLHUV WR EHFRPH PHPEHUY &R W Yol YHXVDEOH SDENDWR ILGG HYLGHQFH WKDW IRU HOW K KFOOVGNVE A QIRMNDG QKD W UHF\F
ODFSUWKXU )RXQGDWLRQ LQ RU@%‘@%@ g\}q &%IRVE%@/RRS WKH FDOWHJRU! LQ RXU RZQ ERDBG SFRWERVWVRD DLW\ SHUFHQWDJIHV L

VXSSOLHUV EHKLQG D FRPPRQ Y Bbﬁd&%fN £k Eg &\FOH &X\'I_'_'Q"IAU_I'D_'_\'./'.WAU__X‘IF_AV!XAT_J!_-| IRU UHF\FOLQW KHLAMOREDQ &8EPPIW/PH@QWQ®UH QR
HFRQRP\ IRU SODVWLFV NTLQ DQ\ RI H SDUWIDW VFDOH WRGD\ 7KDW PHDQV BIVVHQWPHPDMOX MQG FODLPV RI UHF
VXSHUPDUNHWY DQG SXUFKDVH UHF\FOLQJ UDWH RI RU KLIKHGLLIHUHRW BSKLBIVWLRQV RU PHWHK

JRXQGDWLRQ IUDPHzGHVLIJQHG SMRFNDJHG LQ UHXVDEOH FRQWDLQKDELWDQWY RQ WKH EDVLV RIXWHE COWKH FRIWHDRERDQVKH *OF
KHOS XV PRYH VRUH FLUFXODU WV@HPHIRMH SDFNDJLQJ &RPPLWPHQW V $QQXDO 5HF\FOL®HVADWHG YWMRYBHH DESOLHG DW D J

RZQ EUDQG SURGXFWV WKURXJK VHYHUDO RI RXU EUDQGVx PDUNEGRW MDLEON HBUWR DIQUIVGHFLILF JHF
$OEHUW +HLMQ DOVR ODXQFKHG 11 \Jrzs ey oo v Vv_In\_1J v
(OLPLQDWLRQ HQDEOHV FXVWRPHUV WR GR D (2QPVWLE SDENDILQJ WISHY WKERQW KRRW RRW WIHOBIWMRQV RU R
BOE DV %
F

(OLPLQDWLQJ SUREOHPDWLF RUWW@/%RN%U%VWP#QDEO\ U'H
M ®

SDFNDJLQJ WKURXJK UHGHVLJQ F? HXVDEOH E &

— (RSP

SODVWLEYV DR SRV W B E ROMMGODE HO V

H
GHOLYHU\ PRGHOV LV D SULRULW\ PR BFERR RQH BXHMHx o AW WD v < LOOLQJV WHD HITRUWV LQFOXGLQJ WKH VDOH DQ
HERQRP\ ZH QHHG WR FXUE JURRWIKREW WRHORRWEBH KRPH ZLWKHD KORWHOSHMMELD SDUWQHUHG Z EWKVOLRF D& \F RMFARUHW\EXW DOVR F
DPRXQW RI PDWHULDO WKDW QHAEYSWKDEP H XMW RE 7KH FRQAIDIV O G BWDUD 3D]RYD DQBFORMIRODW EPMWHORFDWLRQ W
:KLOH SODVWLFV EULQJ PDQ\ EHBRPGME BAW YHRpW KU H B DUWHRBUR @ SSEBIRHQW FRPSDQ\ 6HNRSDNGRRIWRRBRPKHQG XS LQ WKH HQYLUF
VRPH SUREOHPDWLF LWHPV RQ WJMF%WWWBWV%HV%RUHV VSHUHH ¥ RIQFERIS WUVWRVRHZ O L P SR UW D Q W8 D WWL.QYHW RWVXHISDVUW W SODVWLF LC
WR EH HOLPLQDWHG WR DFKLHYR @CrViktx oRPHRRHRWLRQ DURXQSFNWIZIQQOZ B W Wi DL ISGH S D U HIQGRAIRRUP DMIBOFOLQJ DQG

DQG VRPHWLPHY SODVWLF SDFNB@LGQWHMWHECH Ry R WLRQDO VWRRUHY FDQ DOO FRQWULEXWH RDEHWWHU HOYLURQOPHOW

—
-
UZ
m

RU RXI'EUDQGV' ZH KDYH VHW D W
DERXW PRUH WKDQ EDQV RQ VWUD{’%E@/ "L'FBE%JE%%ISRE\V@%géWL J% VHHGOLQJV gSFIiI(IlDJ!I_'LQJ Fvl SIH;?\L/”lSEgE\ Ea%\EgE
O LW LV D EURDG LQQRYDWLRQ FRs$REWkloEwW\ DQG DW VEDOH

P FQDELOLWLQ SUDFWLFH DQG | :H H[SHFWEWKI

JRU H[DPEIXBHUW +HLMO VWRSSH%T/‘HL'\L/JT/H’F'%:|\'\"/:\/'Cr)|"D1E|':L'F?'P'L'¥VL}LT/IHi/Uﬁf;(HFJ\EEPE%%&&%%\%?%%H? Fgg EDO ZH ZLOO QRW DFKLHYH WKLV WDUJ

SODVWLF EDJV LQ LWV IUXLW DQG YHJHWDEOH GHSDUWPHQWYV Y \ FRPUDQJLQJ IURP WKH VFDOLQJ XS RI

DFURVV DOO VWRUHV VDYLQJ 'HMIJQLRY SDFWIRYI WR EH UHRHMEROKRJUHROFAIFDRAWHLQWHUQDWWR WKH DYDLODELOLWWRI D UREX
NLORV Rl SODVWLF O SHU \RWEFRPASRVYRERG) LV D FUXFLDOVIWD QS DANG/S WK WRP $RYMOEDROILQIUDVWUXFWXUH IRU FHUWDLQ St

FXVWRPHUV FDQ XVH VXVWDLQDEHBRQRRVKVERQ® WKW LIHG LI SHBERBWILFEH L/QISFBAMX VGO0 H FDWHJRULHV ZLWKLQ VRPH RI RXU

DUH ZDVKDEOH DOG FDQ EH XVHBHXKNH® VURIFWIOPHE RU FRPSRVW L U FH \Y -

cHi DERAD. BOWALALN. BHXVDEGUREHIWIY Wk QHERVYDUY v wiE Tk L e e

FROOHFW VRUW DQG H||HFWLYH¥PI3|éfFHj\<M K\
$0ID %HWD ODXQFKHG D QHZ W\ﬁﬂﬁml\hﬂ@ﬂk%‘bw\l%}%\ﬁ Q R U GHUDWH WHKR\W QY BELRRMWKLQJ ZH KDYH GLUI

UHDG\ PHDOV 7KH QHZ FDUGERDUG WUD\V KDYH SHUFHQWDJHV WRGD\ 7KH WKUHWKB® G D®\DR GFLHUDHFW WLRBI/FW RQ U
OHVV SODVWLF FRPSDUHG WR WKH SUHYLRXV SDFNDJLQJ SURJUHVV WRZDUGV WDUJHWYV FDQ EH H[SHFWHG

$KROG 'HOHIQABO 5HSRUW
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'"HFRXSOLQJ IURP ILQLVNXUIWDVYUOAGBWYV 2XU DSSURDFK DQG SURJl:JCHWLO $OEHUW +HLMQ DQG 7RQ
UHVRXUFHV /DQG EDVHG DJULFXOWXUDO SURSGWFEt IFG LROW M AR QCRY DQRQR
—— WKH PDMRULW\ RI IRRG SUR GXFWUWMHRSG VEK R-dH FURIFR W 2SHQ &K

H
ORYLQJ WRZDUGV D FLUFXODU H QERBWPB FKRFRODWH IR

6KRUW WHUPRI RXU WRWDO RZQ EUDQGRBIFRAVEUDOGY 8QVXVWDLQDRERXI® LH
SDFNDJLQJ LQYROYHV GHFRXSO SODVWLF SDFNDJLQJ ZHLJ EQ |-§va 9 Q ? @l@@UﬁEWFK\NH K- dpeR §RFW RQ F
UHVRXUFHV 7KLV LV DFKLHYHG R % FRPSURPLVH W R'Y D
UHGXFLQJ WKH OHHG IRU YLUJL IURP SRVW FRQVXPHU UHFIROS G TRMN WY U D0 oDoc sxw subWW 8UWLRB wRH  SOEHUW +HLM
1 E\
HOLPLQDWLRQ UHXVH DQG XVH oo S oeT WDII\I%UGDELOLW\ RI IRRG DQG DYM%%E%[HW\ R Vi éHd\d‘d*UOQD%C;\(J
0
7KHQ RYHU WLPH DQ\ UHPDLQL WKH XVH RI YLUILG SODVWLE OO FYGHFW ELRGLYHUVLTH BREL @K i Mo FEFRGEHIA S 711
Eh VL WEKHE WRDHQHEDEOH 1T EUDQG SULPDU\ SURGXFW gD RWKHU FKRFRODWH PDNHUV WR DG
SURYHQ WR FRPH IURP UHVSRQ\ FRPSDUHG WR L RBLY AUV LW\

%LRGLYHUVLW\ LV WKH EDVLV REBVUM QADIWHE ORI TR IVOKHLU FRFFR

VRXUFRV DQE WR EH HQYLURQP SDFRN'Dit’cSZ’DL”V‘URHZSV'EUE%G%WFP' w&%%booo IRRG SURG X FVU/GWRD W ZP\ VHKR® DUHWR — 7RQ
JRU H[DPSOH WZR RI RXU EUDQ! FRPSRVWDEOH LQ SUDFWL et BdQRGLUHFWO\ GHULYHEWQIRPVEY RYH G HED ORI RY Q
SDFNDJLQJ IUHH VKHOYHV $OE*+ E\ UHVRXUFHV HLWKHU ZLOG RU GRPMAUWRFHIVEQRE FRFRD EHDQV WKUI
SURGXFWV FXVWRPHUV FDQ S DGGLWLRQ WKH EXON RI ZKDW ZKEBKXQ 0 GKHL@XP PP Rl FROODERUIL
SDFNDJHV ,Q $OEHUW +HLMQ LQWURGXFHG D PHGLFLQHV IURP DQG XVH DV LG XRFYHDY LDIZVLIQLILFDQWO\ M

SDFNDJLQJ IUHH UDQJH RI DURX@867SURGHFMWVE+TBRRE8/785( PDWHULDOV LV GHULYHG IURP QODWXIPYPFHURGXEWY WIRDW DUR

EUHDNIDVW FHUHDOV DQG VSUHDGY S@,W Q QRW VXVWDLQDEO\ VRXUFHG SRV DRWWUHRDMWE QHRG WKH DPRXQW RI
LQJUHGLHQWY VXFK DV SDVWD DQG VA L\& o Y, v}é\?/é% c&aL H 1DWUDFKRBEBYWIBWRY IRBHO@VRQ NLO
FDQ ILOO D UHXVDEOH EDJ RU M §v S N\Pfl_ BOH%J%%%&E R}’%g@W B/@Q FRQYHBWHGLRQWNR.ORJUDPV LQ
UH G F
i

VDYH GLVSRVDEOH SDFNDJLQJ \wkH SODQHW EHFRPHVQER I VKK SOHG ZIVK Wit QYK VWDLBPRGH +HLMQ

o) RXU LQFUHWKH XVH RI YIQHH® LQFUHDVHV IRU UHWDLOHU gwa%ﬁ‘%ﬂgﬁw L'J-\';EWF\DQ)' AR BRPIH KHUODQGV
SODVWLF LQ WKHLU RZQ EUDQG SURPNEHE ZRAMEWHVSHFW IRU W i3¢) DQQRXQFHG D SDUWQHUVKLS WR V
SDFNDJL FRPSDUHG WR LQFOXGLQJ EXW QRW OLPLWHG $KR OWK'IH SKERIWH FIDFEINRYIR RO H G IH VKW R ¥ W WRKRHG HQ Y WHPQP H QWDRK IR RV
ELRGLYHUVHWS D@\ EOH ZDWHU MHG WR FKDQJH WR UHGXFH WIEK\QUBBWUY y¥Y YIORSKHQEHDVNHW E
+RZ ZH PHDVXUH SHUIRUPDQFH RQ ELRGLYHUVLW\ 2XU EUDQGV XDWW QMKI-S6\ ALQOUGHHREZ RQ WKH
§3HUFHQWDJH UHGXFWLRQ RI DEARYXxMRASREWQ sobvwLFv LPSOHPHQWLQJ SURJUDPV WR PKWRVIPMHR WK ZRPED@W ZAWK VXSHU
XVHG LQ SULPDU\ RZQ EUDQG SDONVWYPESYRERKWFH SURGXFWYV JYRPLBY RQE SWIRMEsF o \O wrHHwWWEoSURYLGH D UVFLHQWLILF EOXH
SDFNDJLQJ ZRUOG DQG VHOO WKHP RXWVLGH WKEHMYYIURZOGRBUQLQJIV IURP FORR WH DY F\: WHR IERW bRQlY QHFHVVD

VHDVRQV %ULQJLQJ SURGXFWV YRR MG YMRY AR R S RRIQU vWWA LIOD VEKHRISRHIEY $RXUFH D
§3HUFHQWDJH RI SRVW FRQVXPHUx WNTL\TP R §RRNGTIQWVWRZLQJ UH@}R@@/G:uﬂkyﬂmy_,ultﬂ,yylfﬁQ%SQFEU|VL\,IDEPLHRZ@QJEWLLJJ\&/L%E$QHZLHoo EH MDVNLQJ R

XVHG LQ SULPDU\ RZQ EUDQC SHEGXRAWOEBFIIPVRRUFHY $V D WRSyN JRBER R ORRSW X UH UHODW HER) IMRI®F LD O

§3HUFHQWDJH RI RZQ EUDQG SUVPMALEOG Yy wHEKDYH D VHDW DW- Wiehh APESHY WRI SURMLPEHFW WR EH DEOH WR

SURGXFW SDFNDJLQJ EHLQJ UH%%%EWL%QM\'%%ZDEPOFHGRSUURGXFWMP%J‘Q%@%@-@%@GQ FK RQ ELRGLYHUVLW\ LQ

FRPSRVWDEOH WKH IXWXUH DQG KRZ IBRG FRRUEK SURGXFHG
VXVWDLQDEO\ ZLWK UHVSHFW WR WKH HQYLURQPHQW DQG

6HHE* VWDWHPRHQWXU SHUIRUPD@BRWHFWLQJ ELRGLYHUVLW\ :LWK RXU RZQ EUDQG
SURGXFWV ZH FDQ PDNH D UHDO LPSDFW GLUHFWLQJ
ZKDW LV VROG KRZ LW LV SURGXFHG DQG ZKHUH

$KROG 'HOHIQABO 5HSRUW
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'"HIRUHVWDWLRQ ‘H VWULYH WR KDYH RI FRFRD ZRRG ILEHU DQG

$URXQG WKH ZRUOG IRUHVWV FR ﬁ’.dj‘%lﬁ’ \ﬁlﬁ\&ltﬁ/%%QHBUUWL“—HG E\ D VWDQGDUG WKDW
RIWHQ WR EH XVHG IRU DJULFXO % '—1FX9WD<@®GDSW@\G-FH

ORJJLQJ SXUSRVHV 'HIRUHVWDW FQg \GLB) &a¢ Z HEM HRRBXRIR U H

FRQYHUVLRQ DUH D SDUWLFXODLBXARYF M’éﬁﬁu WURSLFDO

UDLQIRUHVWYV DQG HFRV\VWHPV ?—IUIRUPDQFH

FDSWXULQJ FDUERQ DQG KHOSL +JRrZLELH PHD)C%HJHWS

FKDQJH 7URSLFDO UDLQIRUHVWSSHUFHQWDIH VXVWOLQDEOH VRXUFLQJ IRU VHYHQ

(VRN N NN

WKH ZRUOG V ELRGLYHUVLW\ DQJF FRPPRGLWLHVY LQ RXU RZQ EUDQG SURGXFWV

V/ANOD OINU VY W T NN I

DFURVV WKH JOREH ,Q DGGLWLRGHENXRWIHE® LQID EVINORWIL FOLPDWH HPLVVLRQV IURP

DQG VXVWDLQDEO\ PDQDJLQJ QDWXWYDYp bRRVEXWHE VVFRSH DJDLQVW D VHW
VXFK DV ROG JURZWK IRUHVWV PBB\VKHYVQHRDQJIJURYHYV

DQG SHDWODQGY FRXOG KHOS WR DYRLG WKH ZRUVW
FOLPDWH VFHQDULRV %HFDXVH RI WK&Y sWKHUJRRG 1 ro wkHVE
LQGXVWU\ PXVW KHOS UHGXFH GHIRUKVWDWLR ©rD 0G; 0RQG s R
FRQYHUVLRQ DQG LGHQWLI\ DOWHUQmRWLYAHPHWKRGV WR
SURGXFH WKH FRPPRGLWLHY WKDW IHHG WKH ZRUOG

$KROG 'HOKDL]H DQG LwV EUDQEVHER B ERVOIER QY H

JHUR GHIRUHVWDWLRQ DQG FR QRN $0%,7,21

WKURXJK VXVWDLQDEOH VR

6KRUW WHIFKLHYH JHUR GHIRUHVWDWLRQ DQG
RLO FRFRD FRIIHH WHD DQG Z FRQYHUV]LRQ o A O W LRQ DQ
EUDQG SURGXFWV :H DOUHDG\ | VXVWDLQDEOH VRXUFLQJ Rl VR\ SDOP RLO
WDNLQJ WKH +LJK &RQVHUYDWL FRFRD FRIIHH WHD DQG ZRRG ILEHU IRU
WKH 1R '"HIRUHVWDWLRQ 1R 3HL RXU RZQ EUDQG SURGXFWYV

(ISORLWDWLRQ SULQFLSOH LQWR DFFRXQW RQ VR\ SDOP
RLO ZRRG ILEHU DQG EHHI :H XVH ULVN DVVHVVPHQWYV
WR GHWHFW RWKHU IRUPV Rl GHIRUHVWDWLRQ RU
FRQYHUVLRQ

2XU EUDQGYV DUH ZRUNLQJ WR IXUWKHU LQWHJUDWH
VXVWDLQDEOH DJULFXOWXUH H[SHFWDWLRQV LQWR VRXUFLQJ
UHTXLUHPHQWY 7KH\ ZRUN GLUHFWO\ ZLWK VXSSOLHUV WR
DGRSW VXVWDLQDEOH DJULFXOWXUH SUDFWLFHV WKDW
LQFOXGH FRQVHUYLQJ QDWXUDO UHVRXUFHV UHGXFLQJ
ODQG FRQYHUVLRQ DQG LPSURYLQJ VRLO KHDOWK

$KROG "HOMOAAXBO 5HSRUW
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$KROG '"HOHQXABO 5HSRUW

7KH YDVW PDMRULW\ Rl RXU *+* HPIRYHPEWWUH ZH MRLQHG WK YXMLQHBYYQ GHYHORSLQJ ORZ F
VFRSH RU LQGLUHFW HPLVVLRYNVEWWDRQWRNH Sg@D AHJOREDO FROWEWDRGWRID&H GULYLQJ WKH LP
DFURVV RXU HQWLUH YDOXH FKDLIHOQFIRW HEXP/IQH VYV DQG LQGXWNWVWQRQD @HWRUVMPHQWY DQG WKFE
HPLVVLRQV JHQHUDWHG WKURXJKDW W ISURIGLSE WILWR WRB 6% 7L DIQVG/ RUKWM PSHIQ@H/GZ I BIKF 8 HVR HKRHE H G ¢
PDQXIDFWXUH RI WKH SURGXFW\t ZHBRWHPIPB Q GJW KRXXVXSGDWHGFW Q WILHW H W S DLQW BR @XFH PRUH S
RI WKRVH SURGXFWV 2XU YDOXWERRDQ FRQFDWHVURISRUWLQJ FSRMRE RKW\W LWKB S§QRGKHFEWLRQ RI Z
WKRXVDQGV RI VXSSOLHUV SUR®XFHQW\DQEP ELWALHRDKY DIUHHP HQWIWH YV OHVV HPLVVLRQV WKDQ

ZKR VXSSO\ KXQGUHGV RI WKRX GV é‘s' Reégﬁ/}z am SSRUW FXVWRPHUV L
WKDW DUH VROG WR PLOOLRQV E&‘@% H +\Z{ \//k/R\f?P(HZ'-WKb % P FKRLEHV

H HQWLILHG WKU H NAYSOCRULWLHYV

8QLWHG 6WDWHV DQG (XURSH HDFK ,XWFK EUDOG SOEHUW +HLMO

2XU VFRSH HPLVVLRQV DUH Guﬁ?ﬁ FxpHVYHESOLHU DQG I WHG WR DFKLHYLQJ D GLV\
JRRGV DQG VHUYLFHV XVH RI V gé V\‘%'— R' VFELHQFH \@gﬁ/\/ Hd"¥ oo DQLPDO EDV
RWKHU FDWHJRULHV H J EXVL W ZH ZRUN WR DL]H %HOJLXP LV WDNL

UHSUHVHQWH® XU VFRSH HPLV LW DLPV

LQ WK U RZQ HPLVVLRQV UHGXFWE%% ly FQ @WE\ZLWK
WKH ODWHVW VFLHQWLILF HYLG H DQG VLJQ Q WR WKH

'KLOH RXU VFRSH HPLVVLRQV DoWAT IQ ROW WEKGIN F RRXKRLW WR HPLV\WORQRXWHBXB Q@GR Q QWKINRSH ZLOO
GLUHFW FRQWURO RXU EUDQGVZSDMOWIFHHEHW B WK S PG URYW MHROMKHLGQ ©X Y H WY OW ESRGDW R WQSW R W IHR.
ORZHU WKHP E\ UHGXFLQJ ZDVWHDFEZ POUHBDYLDO WRXUFLQJ GHIRWHMWEWVRQ UHGXFWLRQ

QXPEHU RI ORZ FDUERQ SURGXF WWRIFG{ WK HILU IRRG ZDVWH UHGXFWLR SDFNDJLQJ DQ

FDWHJRU\ USXUFKDVHG JRRGV D 'é Bg?ﬁ' QG VXSZE%VT/'ESS(%FW)%% & S\ﬁ\l’e’\%ﬁﬁw SURWHL

DVVRUWPHQWY DQG UHGXFLQJ HWUDQIMVERWW RP DUH SURDFWLY '_b%\ﬂQN]IP‘H- ZLWK FXV
RXWVRXUFHG WUDQVSRUWDWLR®@ XBK\L B O VED VKN 5RE W U H OHYH Rg J FXVWRF
VXSSOLHUV LQ UHGXFLQJ VFRSHW KHP ZRWIORR R | KIRFKGI W KWE D L O WR E GHFLVLR
LQ WKHLU YDOXH FKDLQV PRYHPHQW WRZDUG WKH UHGXF VW*KDW"-VV WKH'-U QHHGV
HPLVVLROV 7KLV LQFOXGHV VWLPXOD
/IDVW \HDU ZH FRPPLWWHG WR EHFRPLQJ QHW JHUR VXVWDLQDEOH FKRLFHV WKURXJK

EXVLQHVVHV DFURVV RXU HQWLZNW ESPQGNKPRQWULEXWH E\ VX6 BRURKXOW W KIQFWHDVLQJ SURGXF)
SURGXFWV DQG VHUYLFHV E\ VX@SOLHAW DQG IDUPHU SDUW QMKW RXWK §BQEIDAMWHRQ VI\VWHPV D
XSGDWHG RXU IHPUMULR Q@2 UHG XHFQWLIRIKRQPHQWD O D F W WR@X S BROWHRJSPRBYOLH) J DVVRUWPHQWY DQG SU
WDUJHW IRU WKH HQWLUH YDOXP GEDDQPMERKHD S WHRGXWH *+* HRIWIRRYG YHIHWDULDQ SURGXFW
OHDVW E\ IURP OLYHVWRFN WKURXJK QHZ WOIREQRORH IHBRRWYGD KHDOWK\ OL]

LWK WKLY XSGDWHG VERSH LO UDFWLFHYV VXFP;;DVRESWHULF IFHOPHRPHOUW LRF PAWWWK R QHHH GLHV
X U J HWLF NQBGHAPWGRRY KODWHGUPV
WR GHFDUERQL]H RXU HQWLUH Y, LFWW}¢[§ \)g) § g‘_% HQPH !Q DV IURP

WKDW DOO RXU FOLPDWH WDUJH gb F;%/@ & %L;LLFFEES%NQW:ZGHVL\J/RV

JRDO RI NHHSLQJ JOREDO ZDUPL\QIZJ PDQXU
XSGDWHG LOQWHULP WDUJHW LV DOVR DOLJQHG ZLWK W 6XSHU30XV OR\DOW\ SURJUDP ZKl

6%7LxV 1HW =HUR 6WDQGDUG ,@ID$:IFHRUGD}ED(I§HDZ_L]W*(VV\W(FE.S/ VXREOLWY VHPWUBHHWKIDQIH RI SURGXF
LQLWLDWLYH ZH DUH XVLQJ RXU KDWHYWHD®D VOIMERH DUH FRPPRWAWHBGWR VHWWLQJ

HPLVVLRQ SURILOH IURP DV WHKHHPDVMDRQW URIG RKWLRQ WDUJHWYV LQ OLQH ZLWK WKH

QHZ WDUJHW LQVWHDG RI RXU S@HYLRXV EDVHOLQH
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OHWKRGRORJ\ 2XU VFRSH IRRWSULQW FRQVLVAXY RRQUWGIHPDQW QHW JHUR VFRRHK jY BHEXF mqn;g@ WR
$KROG 'HOKDL]H DQG LWV EUDQJIV kP 1 ERPE WRAPHTP WRIRULHYV WIDUW RN L VEHRIQUMG VERQW 2L WK *i:ﬂﬁ b@'ﬁﬂ\’f&
ORQJ WHUP VFLHQFH EDVHG WD Wiy &+ iy RURNDFRRE o HiyXVH W ZRGRIFIDQ ERQ EPDOMDIRIRQHTXLUHG WE N Ny D va EUDQGV
JHUR YDOXH FKDLQ E\ DOG DEHWKREY FHILQHGC EV WKH *+* 3 WRIPBFHRI® WXKH LQFUHDVH WR % %s{:b E'?% ?TF W o VL W
RWKHU SDUWLHVY LO WKH YDOXHEKHLRI t & BWPoRQG VSHQG EDVHQPHMWKR®O WEBSHUDWXUHV D HI_Q 5 P& |_ WKHQ\QFDQ h
HPLVVLRQV UHGXFWLRQ SODQV DSSOV'WKH PHWKRG PRVW VXLW RE WHZ R/ R X KWAIRQHWRWU HWV O L LYHUY LeH
UHGXFWLRQ WDUJHW ,W LV EDV Lf_v Q
2XU FDUERQ IRRWSULQW PHWKRGRORJ\ IROOR7ZV UHGXFWLRQV DQG UHPRYDOV © LL%blj $C \Q WDUJHWV
WKH JXLGHOLQHV RI WKH :RUOG %XV LG4V ERYIRILEFMAUH LOIRL  yHTXLUHPHQWYV RI 6%7L WKH op{ OO RAHE HVRXUFH UF
IRU 6XVWDLQDEOH 'HYHORSPHQW :%&6' :RUOG WDUJHW VKRXOG UHSUHVHQW Wﬁﬂp 6* KH EUDQGYV
SHVRXUFHV ,QVWLWXWH :5, DQG *+* 3URWRFR UH SURJUHVV W

FWLRQV E\ DW WKH OD

UHJDUGLQJ FRUSRUDWH *+* DFFRXQW VoL G gGDWHG WDUjj'g Vi RQ UHGXFWLRQV E\ gl '1? t9 WKHVH SODQV
UHSRUWLQJ 2 XU QHD U WHUP VFRSH HER@rHﬂ} @G WKH UHPDL MY, R

UHGXFWLRQ WDUJHW LV D FRPE (R0 R Hv&%gQ L1H
&DOFXODWLQJ VFRSH HPLVVLRQA LYHRRP $RUTERWK 0DQG UHOD H@H\HHHUJP/@G %%%WI—)@HPLVV?,E‘;?J\FYDOV
EUDQGYV KDYH KXQGUHGYV RI WKW@@\@NGRIDS}GRQ}QEQWO/DQG UHODWHG HPLVVLRQV  %RWK HPLVVLRQV IURP SXUFKDV
RQ WKHLU VKHOYHV DQG '&V VXSG & \zR RKHDW KB Q WU DM H F W:RIUK DY VRCEPHW W HG I RXU XS G D WA VERSW DUH H[SHFWHG WR UHSL

GLUHFW VXSSOLHUV $00 REWKHVINVREUFRAGY DQG VHUYLFHAHBXEWLRRQWDWIHWY IRU DSSURY RO RKU WKHVERBIH | RRMASRLQW
VXSSOLHUV VRXUFH PDWHULDOV D Q| IRQWKHG MERWM WERRVH IR U\ VYV g KDUWBR DEDWH HPLVVLRQV UHSUHV
WKHLU RZQ VXSSOLHUV UHVXOWLRAHLQ WRPERHIKYESA 0DOQG ?5\5 é’i@fggé%%@%*v%w% VH Ry IFWYERR U@'—W\P\%Ni@yev QRZ
FKDLQV FRYHULQJ DOO DUHDV RI WKH ZRUOG \ LRQV UHGXFWLRQ WRZDUG WKH

7KH ODQG UHODWHG HPLVVLRQVSRIRNMHKGY RIRD RRBSDQ\xV QHDU:WAUPO/FRRWLRXH WR GHYHORS D
$V D UHVXOW RI WKLV FRPSOH[LW\ DFANKDP. GWWRD) B D BEXY\ WKH BRVYHG/YDUIJHWV &DUERQ FUHG GW¥ IPHOE RRYIPWHRQ WHFKQRORJLH
VFRSH *+* HPLVVLRQV LV FXUUHB@RWOERR® ZLWK D OLQHDU D Q GORIX WX G/ DRQRBIWLRQ IRU QHXR SBYHQ®IL DAL WXBXFH WKH QF
FRQVLVWHQWO\ DYDLODEOH DQERIYHMKHOOR® ODQG UHODWHG HPIPLWIVR@QR WBUJIWR 1ZBIDQFH DGGUWRRYDOVF QXRDMKE XYV UHPDLQV RC
DVVXPSWLRQV DQG HVWLPDWHYV ZKHh\RL EROFEPAMEQ) DQQOXDO URGWEWLWORWREHMRQG WKH VFLHQ@HFROERQWPWMIRIRBSSRUWX QLWL
WKHVH HPLVVLRQV :H FRQWLQXHJYB@ERY M W LPEERYKLY UHVXOWGXFOND RORWD©JE WYH DI IROORRSMKDWEBQYFRQEH DQXRKBKDLQ
WKLV $V RXU EUDQGV UHDFK RXMOWRDRRYHGNFWKRIQUUDWH IRU SKROLH VA o K MWK Q) GHYHORS RXU ORQJ WHUP SODQ IR
VXSSOLHUV ZH H[SHFW LQFUHD\RLRJ Dy RO WR 8K UR DGGUHVY KDUG WR DEDWH HPLVVL
GDWD ZKLFK ZLOO PDNH RXU GDWPRURRUHKRFEXNERIKLRQ (\?NUDMH \Qg % }\%&R v I|ng ?SS:RUU%V://;iDUDWH
QK HIQ WR BURYWDRG R Q
.0 YDOLGDWHG &DUERQ 'LVFERWEQH KW P EYWDO VLWXDWLR F;ngvaLHQpH E D \VHHP G VWIER ORI ENAED L P D W H F K D
&'3 VXSSOLHU GDWD ZDV UHFHLD\FH(L”?QU RYYYHISHFWHG JURZW G HEX XQGHINITIRQPHQWDO
Rl RXU WRWDO VDOHV HODWHG WR DQ\ HIIRUW RQ WKH SDUW RI $KROG
HOKDL]H VXFK DV VXSSOLHUV FRPPLWWLQJ WR 6%7L

‘H FROOHFW VFRSH *+* HPLVVLBRONH®RWD RIQMX®M JULG DQG WKH LPSDFW RI OHJLVODWLRQ
DQQXDO EDVLV :H UHSRUW RQ VFRSH HPLVVLRQV
ZLWK D RQH \HDU GHOD\ DV LQIRUPDWLRQ XVHG WR
FDOFXODWH WKH GDWD LV LQ VRPH FDVHV UHFHLYHG

IURP WKLUG SDUWLHV DQG QRW \HW DYDLODEOH DW
\HDU HQG

$KROG '"HOHQXABO 5HSRUW
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$KROG '"HOHQXABO 5HSRUW

$V ZH ZRUN WR EXLOG D
SODQHW ZH DOVR IRFXYV
SHRSOH DV SDUW RI RXU
LQ *RRGQHVV VWUDWHJ\

2XU FRPPLWPHQW WR KHDOWKLHU
HPSRZHULQJ FXVWRPHUV DQG DVV
EHWWHU FKRLFHV ZKHQ VKRSSLQJ
DQG RQOLQH :H DOVR VXSSRUW U
FRPPXQLWLHV HYHU\ZKHUH WKH E
$QG ILQDOO\ ZH ZRUN ZLWK IDUPH
HQVXUH WKDW WKH\ GHPRQVWUDW
EXVLQHVV HWKLFV DQG UHJDUG IR
WKDW RXU SURGXFWV DUH VDIH K
SURGXFHG LQ FOHDQ VDIH DQG HI
JRRG ZRUNLQJ FRQGLWLRQV

2XU VRFLDO LPSDFW JRHV EH\RQG
*RRGQHVV VWUDWHJI\ DQG LQFOXG
FXVWRPHU KHDOWK DQG QXWULWL
VXSSO\ FKDLQ DQG ZRUNSODFH FF
DVVRFLDWHV :H DLP WR GULYH SR
H[DPSOH E\ KHOSLQJ FXVWRPHUV I
PDNH KHDOWK\ DQG VXVWDLQDEOF
NHHSLQJ SHRSOH VDIH :H DOVR V)
QHJDWLYH LPSDFWV E\ VDIHJXDUC
LQ RXU EUDQGVx RZQ RSHUDWLRQ
FKDLQV

JRU RXU SHUIRUPDQFH RQ WKHVH "

(6* VMWDWHPHQWYV
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+($/7« 352'8&76 &RPPLVVLRQ WR SURSRVH (8 ZLGAWRS JLMODIWVRRAQRG D &RPPXQLWR ZHORQEWD VXUH SHUIRUPD
'"HYHORSPHQWV LQ 'VULFCvaVﬁv?[RSDFNDJH ODEEG'SS?V KO HO B DML O GNBRWY WKHUH 5o WDQ”ZL@W”%W&EZQ EUD
:H VHH D FRQWLQXLQJ VKLIW '-QFDFQ% H\%@U WKH 1XWSLGRWUB JORMBROWK LOLWLDWLYHY RII_%QFOIV)\);\%BLFI{_ J DWHVV\%'\%JVQU IgL\Jé\URDXQ

WRZDUG KHDOWK ZHOO EHLQJ DQEH M UHPDLQ V XESHS RHWMILIH GRUIVE\OLI) ISD R JUD P K HDYOW KW HD DHIWW

&RQVXPHUV ZDQW WR HDW KHDO % o -
MRS SR A i @XF*SWJE B8 T e B v ee o

WKHP DFFHVV SURGXFWV WKDW DUR KHDOWK\ XWULWLRQDO DIRUG ZDV SURXG WR FHOI-6KRUW WHUP KHDOWK\ RZQ EUDQG IRR

DQG DIIRUGDEOH 2XU EUDQGYV VWULYH WR SURY L @H & HD DUWKDLH\URR KLRALVF H\H DLQYGV H U DV D SURSRUWLRQ RI WRWDC
JXLGDQFH WR FXVWRPHUV ZKLO H KLF KWKHOWSD/PFHXWWRHP HUV PDNH VDOHV E\

2XU LPSDFW RIITHULQJ WKH ZLGH UDQJH RI SURGRXYFLVGL G R QWHKH XKW ULWLRQ H( KHDOWK\ RZQ EUDQG IRR

+HDOWK\ IRRG OHDGV WR KHD O WK PHRFPE XYQRLWN i HMBAD PRIRG 6 WRS KDV JURZQ VLJQLILFDQWO\ VLQF DV D SURSRUWLRQ Rl WRWDZC

UHGXFLQJ WKH ULVN RI FKURQLF GRS HODWOMF RAG WKH JUHVK &RQDMF\R BRI RIUWDHKRH ILUVW SURJUDF VDOHV E\

FRQWULEXWLQJ WR D FRPPXQLW3PWUWY HUDHOOWYHADLQ LgRIZFXHVH SURISIHUBGGEEDWBDUIBEWFDOH VXSHUPDUNHW UHWDLOHU LQ

DQG YLWDOLW\ &XVWRPHUV ORRN MARF B XHHEUBPRQIGIYDIGWKFDUH S WRKH GHRUMV\K R DSVWHFKQ VBHQ LW H G 6 W DDWHIW Ly D QFRYB DR IGGW R IURP | OD\

I[UHVK KHDOWK\ LQVSLUDWLRQ WWNQSMV\WPDSQ‘CWYHJHWDEOHVV[B(WSWHHIVUQ(RIZFIOEDYHV‘DFFLFH—IIVV WR PO HOPP WAL RRVRZG WK SHUIRUPDQFH

GHOLFLRXV QXWULWLRXV IDPLO\ PHDOV RQ WKH WDEOH HG XF R p PRUH WKD GLHWLWLDQV LQ RYHU

HYHU\ GD\ 2XU EUDQGV ZRUN WRKERXIpBNH[ RI LQ VWRUH)RRG, G|J %L% WMz QJODQQG DQG 1HZ <RUQN °

WKH\ HDW DQG KRZ LW LPSDFWVRFRRVLRGIMD DMV FERHY Y LR WHU M QDUV HDFK \HDU RQ WRSLFV
WR RIIHU DIIRUGDEOH wauLWL%%V'—éJu@z'thﬁ:'V\PQ@F‘QM#Q\} Woe P '—VV%E‘R PO HDWLQJ PHDO SODQQLQJ DQG
RWKHU LQIRUPDWLRQ DQG VXSSRUWU\BFIUFDDDI\}/H XXl WK M4fH U Q(ﬁ/u 7kH EUDQG DOVR SURYLGHV

HDWLQJ HDVLHU DQG PRUH DSSHD Uszz‘)/CD)I?H%LY)?LOGDL\ ZJLZVV';DV&@ %’@ '?%walf’/if VD OLEUDULHV DQG KHDOWK FDUH
Q MM FHRAVY AR IRUWY KDYH VXSSRUWHG PRUH WKDQ

2XU DSSURDFK DQG SURJLM—!MA/D HVW SRVVLEOH JURWKGRZSWK M WR IDU WKLV \HDU

‘H DLP WR PDNH KHDOWKLHU HD W} g PF%%% HESow YRRG
PDNLQJ IUHVK QXWULWLRXV DQG GHQLEERNM LN7RN WR SU'§§>6 %M 9 ZLWK YF\QéOYLQJ GLHWDU\ SDWWHUQV WKH
DYDLODEOH DQG DIIRUGDEOH IR{ d—|GY L.‘EE THOWURGXFHG D QHZ zD\ RI

\'-|

EUDQGV PDNH KHDOWKLHU HDWLQ) ﬁ\( LQlﬁl?J O/DJHV L'S W SURYLGHV
| g,B %&FH“PR QK RSSHUV DQG RXU EUDQGVx

EURDG UDQJHV RI SURGXFWYV WK WR O
@HQWLI\LQJ EHYHUDJHV WKDW KDYH

FXVWRPHUV DQG DVVRFLDWHV PREHLYZYBNLRIZWHSY WR LQFU] |lP 9 gﬂg (WKDQ LQ VWRUH FODVVHV
‘%@(J

<_

%&VYULLF%RSSGFf/vRuLDFg\\//sgSSQZWLW H|F|I % SlHvw surcyk LQJ DWWULEXWHV RU WKRVH ZH
R \gg '5| R FUHDWHGJ v(/'-l_é GLHWV ,WxV D JDPH FKDQJHU LQ

HQJIDJLQJI DFWLYLWLHV WR PDNH KHJE YDLODEOH RQ,
LIV WRZDUG EHWWHU FKRLFHV
DSSHDOLQJ DQG 1XQ 6SRWLI\ DQG DOUHDG\ LQ LWV \i?/'[é%q“\ﬁ%

$00 RI WKH $KROG 'HOKDL]H EUDGEVVOYRUKMHWBNKLERG IRRG FRQQHFE\MD@JGFD@’WLRH’HHFUH/ LV XVLQJ WKH )UXLW

OQXWULWLRQDO QDYLJDWLRQ V\VEALMEK WEKBHPHBMWE SBURGXFHUVIHIQIG BERPIXQIHVWLYDO DQG SURPRWLRQ FDPSDLJQV IRU
7KH 8 6 EUDQGV 'HOKDL]H IHISHW®M KR KHOS *LDQW SURYKGEB &KWROSIKR GXRWFHDN OHYHUV WR ERRVW VDOHV RI

$OEHUW +HLMQ LQ WKH 1HWKHUG®BBD SR®OZBYUD LY 1D VUL BF H | ROXMXWIWMRRXWVIRRWK W LV DOVR KHOSLQJ HGXFDWH

KDYH PHW WKLV WDUJHW DKH D GO BMWHO Hr R HIOVYH R X R Q G LW L RER/Q WXXFFHKULY VDERIXUWWORKMDLA WK RQ LQ FROODERUDWLRQ ZLWK

EUDQGV LQ WKH &HQWUDO DQG PRGVEHDENWIHNG QR DIRDQ VS L UQXWL B QW IRRIQW KW V.HD.OQ & BWHOOEBE\ IKQW WK L H V

&6( FRXQWULHV DUH LQ D GLIILWROW s K RPW WKd QWRQHHEHRW O HD 8 QDRRIBRK D EIR X W EWH WHMWWKDW RITHUV KHOSIXO LQIRUPDWLRQ

WKLV WDUJHW /RFDO DXWKRULWILIN:®UH KHVLWDQW DERXW WKIRQG HQDEOHV FXVWRPHUV WR FUHDWH WKHLU RZQ

DGRSWLRQ RI 1XWUL 6FRUH XVHG E\ '"HOKDL]H DQG SHUVRQDO QXWULWLRQ SODQV

$OEHUW +HLMQ DQG DUH ZDLWLQJ IRU WKH (XURSHDQ

$KROG '"HOHQXABO 5HSRUW
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)$,5 /$%25 35%$&7,&(6 ,1 7H+RZ ZH PHDVXUH SHUIRUPE6BRIE,$7( +($/7+
3HUFHQWDJH Rl SURGXFWLRQ VLgle'\b_cgs/Rzo)@ EYPQG
L

6833/< &+9%,1

'"HYHORSPHQWYV LQ

.Q -XQH ZH SXEOLVKHGPRRUSNH
5HSRUW FRQWDLQV DQ XSGDWH
DJDLQVW RXU 5RDGPDS RQ +XPDO 5LJKWV DQG
LQFOXGHV FDVH VWXGLHV WKDMK GHPREMWI DI t) WR Z
ZH LPSOHPHQW RXU FRPPLWP H Qg wawa ;
LOFOXGLQJ IDLU ODERU SUDFW LSS A

SURGXFWYV LQ KLJK ULVN FRXQW
DFFHSWDEOH VWDQGDUG ZLWK

oY
FB&VEJL%F\J/DRVSU"PV%G QR QRQ FRPSigngéHA—lg/l\g

6$)(7< (QVXULQJ D VDIH HQYLURQPHQW D
RUJDQL]DWLRQ UHTXLUHV DZDUHQ
W DQ HQJDIJHPHQW FRPSUHKHQVLYH RQ

RY DVVRFLDWHY DQG EDVLF SUHYHQW
U%’EE\}V WKH SDQ@PR§oWKSURQBWHIVIWEGDW PDNH S
\Y% DWH KHDOWK DIQ1X Z 81 PQEH LXIFK DV FXW UHVLVW
FRQWLQXHV WR EH UHOHYDQW DR$SHKEQLPDRUH IRRMWYIHO DYDLOD
$QG WKLV DSSOLHV QRW RQO\ WRQ$OWERVPRYW DOVERQFHG WHFKC
PHQWDO KHDOWK ZKLFK KDV EHWQUWHKOHOUHRD OILMAFWHIGDVV RFLDW
E\ WKH FLUFXPVWDQFHV Rl WKH SOEWDHEUBPUM) WUXFNV DQG GH(

A

6KRUW WHUP RI SURGXFWLRQ VLWHV_RI| RZQ _EUD

2XU LPSDFW

$V D JOREDO UHWDLOHU ZH FDC
LQIOXHQFH RQ KRZ EXVLQHVV W
VXSSO\ FKDLQ 7KH VWURQJ OR

RXU EUDQGV EXLOG ZLWK VXSSCerro - — =
YLVLELOLW\ LQWR DOO DUHDV RI WKH VXSSO\ FKDLQ DQG XVH
RXU LQIOXHQFH WR HQVXUH WKDW WKH FRPSDQLHV ZH

GHDO ZLWK RSHUDWH LQ D IDLU DQG HWKLFDO ZD\

2XU DSSURDFK DQG SURJUHVYV

‘H VWULYH WR HQVXUH WKDW DOO VXSSOLHUV GHPRQVWUDWH

D KLJK VWDQGDUG RI EXVLQHVV HWKLFV DQG UHJDUG IRU
KXPDQ ULJKWV DQG WKDW SURGXFWV DUH VDIH KLJK
TXDOLW\ DQG SURGXFHG LQ FOHDQ VDIH DQG HIILFLHQW
IDFLOLWLHV ZLWK JRRG ZRUNLQJ FRQGLWLRQV 2XU
H[SHFWDWLRQV DUH RXWOLQHG LQ WKH 6WDQGDUGV RI
(QIDIJHPHQW WKDW DUH SDUW RI HYHU\ EX\LQJ
DIJUHHPHQW <RX . EWQQAGODE RKR I

(QIDJIHPIRQWRXU ZHEVLWH

2XU EUDQGYV ZRUN WRJHWKHU ZLWK LQGXVWU\
RUJDQL]DWLRQV WR GULYH IRRG VDIHW\ DQG VRFLDO DQG
HQYLURQPHQWDO VXVWDLQDELOLW\ ,Q DGGLWLRQ ZH WDNH
DQ DFWLYH UROH LQ YDULRXV LQGXVWU\ FRPPLWWHHVY DQG
ZRUNLQJ JURXSV LQFOXGLQJ WKRVH RI WKH DPIRUL
%XVLQHVV 6RFLDO &RPSOLDQFH ,QLWLDWLYH %6&,
WKH 6XVWDLQDEOH 6XSSO\ &KDLQ ,QLWLDWLYH WR
DGGUHVV KXPDQ ULJKWV LVVXHV LQ FROODERUDWLRQ ZLWK
WKH EXVLQHVV FRPPXQLW\ DQG RWKHU UHOHYDQW
VWDNHKROGHUYV

DQG

6HH DOVR WKH DGGLWLRQDC
(WKILFVhDQG KXPDQ ULJKWYV

$KROG '"HOHQXABO 5HSRUW

G D W HQ W, WR LOHHW VI
SURGXFWV LQ KLJK ULVN FRX WBQWE?X%Y\WH&ZKHUH KDYH FIY h? xRE % o \}’Yﬁg LRQ FR
DIDLOVW DQ DFFHSWDEOHWH YO RDAWKHY WR NHHS ERWKIDVIREL bl d
YDOLG DXGLW UHSRUW RUFRXHYUWRIRHNWHKHPOPK\ DQG ZHOO
re FRrseleeEiy e CLIEEERLTM E\

WLRQ OHG WR
DQG PDWXULW\ LQ WKLV DUHD

XU LPSDFW .Q DGGLWLRQ RXU EUDQGV KDYH ¢
$W $KROG 'HOKDL]H DRYRBLDWHW ®@BBWHJILF IRFXV RQ WKH KHDOW |
WR RXU EUDQGV DQG EXVLQHVVY W SH\RY VG PHYBIMbPLOLHY DQ
SODFH WR ZRUN DQG FRQWULEXWK N R/ KA EV KGR PREHQHILW
ZHOO EHLQJ $V D FRPSDQ\ Rl ORRPRVERN® XEY MKRWoRYHQI ZRUN ¢
FORVH WR FRPPXQLWLHV ZH KDY HyBQ¥HM® VHFXULW\ LQ WKH VSL
XQGHUVWDQGLQJ RI WKH VSHFLI2fUQHGEBYGR/! SHRR XD ¥IQ SURJUDP\

DOO RXU PDUNHWYV DQG KRZ EH V3 WRe VX WHR UWR WA K HDOWK L H!

2XU DSSURDFK DQG SURJUHV\éHH DOVARXWWHYDWH EWNFWW
6DIHW\ SURJUDPV DW DOO RXU EUDQGNUDIGRGUHWYRUPDWLRQ RQ
UHIJXODWLRQV DQG LQLWLDWLYHV WKDW FFRQWH KBE X WHKWR G ZF+
SK\WVLFDO VDIHW\ DQG PHQWDO KHDOWK DW ZRUN 2XU

EUDQGY LQWHJIJUDWH VDIH ZRUNBHER STV VWHBY XILIKWSEHIWR UP D

WKH GHVLJQV HTXLSPHQW SXUFKPPEHUDRE @RRUPMAL RO W UHVXC
SUDFWLFHV Rl VWRUHV RIILFHV DQ&({&V 2XU EUDQGV

LPSURYH VDIHW\ QRW RQO\ WKURXJK YLVLEOH OHDGHUVKLS
EXW E\ HQJDJLQJ DVVRFLDWHYV WRX §0 D\PVEKHN UL R QUMW V

DTN o o
KDUDVVPHQW — —

6KRUW WHIPFELWLRQ WR KDYH D UHGXF
DEVHQWHHLVP UDWH \HDU R
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$KROG '"HOHQXABO 5HSRUW

$V LQ HYHU\ RWKHU DUH
EXVLQHVY ZH EHOLHYH
WKH ULIJKW JRYHUQDQFF
HQVXUH ZH WDNH D VWU
HITHFWLYH DSSURDFK WI
DPELWLRQV LV FULWLEFD
VXFFHVV

%XW JRYHUQDQFH LV PRUH WKDQ I
WKDW ZH XVH DFEFXUDWH DQG WUD
PHWKRGV DQG SXUVXH LQWHJULW\
VHOHFWLQJ RXU OHDGHUVKLS DQf¢
DFFRXQWDEOH WR RXU VKDUHKRO
DOVR HQVXUHV WKDW ZH KDYH SR«
SURFHGXUHV LQ SODFH WR JXLGH
EXVLQHVV LQFOXGLQJ RXU DSSUR
UHODWLRQ WR DVVRFLDWHV DQG
FXVWRPHUV DQG FRPPXQLWLHV KD
TXDOLW\ QXWULWLRXV SURGXFWYV

6HH DLAMRURGXEWLIRQ® WRZ(&@H PDQI
RXU (6* SHUIRUPD PR/ PDORUWHKHR Q
ROIPDWH UHODWHG )1LIQWHFA DROQ' LL K

PRUH RQ RXU FOLPDWH FKDQJH JR

JRU WKH SHUIRUPDQFH RQ W
WRSLFYAANHMWDWHPHQWV
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,9(56,7¢1' ,1&/86,21 2XU DSSURDFK DQG SURJBBZ\8&7 6$)(7< $1' 48%/, 7<(HQLVVC(LSDSVF\;|l_J\\(NHW*K)2 &;)Vz\éQ*ggLEJ(D;c\)/ RS
'"HYHORSPHQWYV LQ ‘H KDYH EROG DVSLUDWLRQV WR' ENARBR 8 PROHVV L Q SURGXENY. SV Do DEWLYH

1RZ PRUH WKDQ HYHU RUJDQL]@WXHQ\//HDLHHTXLWDEOH DQG LQFOQKVLYH AR RAFN sRIREXRFWLRQ O W, § 5632 578
SULRUIGKYHOQMTWLW\ DQG LQFO X WL U EUDQGV DQG EXVLQHVVf\b RA¥H G QJFIQE/Q\RJL(FWLR i ZHUHWE& P@év a f F%JZH%&H&RS DOC
:KLOH PDQ\ FRPSDQLHV PDGH UD¥WH VK/l WP XGHY WKUHH SLQ PS’NFWL'—M@-\H.% WRVDOGDUGY IRU VXVWDL
FRPPLWPHQWYV LQ WKH VXPPHU RMKLV ZRENPRXU SHRSOH RXU FRQW Xy PR § DOWQAHR® V ZK LWLHY LOF LOJ WHD FF
PDGH PHDQLQJIXO SURJUHVV EHFREEXQAWW BIWRPH UHVWULFWLRQV VWLOO DSSOLH 6H \y &E#EEEQ%%QZQI—RIPRIWEH
SURIUDPPLES 7KH XUIHQFL KDV e p Er G DL DOG WiKH 0RE D& LI 1P BHKAIQYH oY LV XDOTHOW L [RUPPWIRG RQ WKH SURG!
JUHDWHU WKH ZRUNIRUFH RI Wl@—kd[yi_ WKI,_,V\L,E;QBLQNHWDRW;JF&QFU%ng_g'g%gﬁww G;"L\p'\pggMRGXFW GESHWRL RN EES € IRXQG RQ F
GLYHUVH WKDQ HYHU DQG *HQ =% XL R SFQJ){_LFJZLbLPVEl‘__]NQQQV T ZHUH SURXG WR VHH ZZZ DKROGGHOKDL]H FRP

FRPSDQ\ YDOXHV LQ WKHLU HPSQRWHEMORVE¥MBRYYV LQGH[ JR XBXEY RGHSESHUKHQWD JH PHDVXUH SHUIRUPD
,Q ZH LQFRUSRUDWHG UHTXBRLR g@v&uh?é WK\ Uy H DOYRURKIKLEKRG SRBHFLHYV FRQWU @J g‘ ';) RGXFWLRQ VL\
DQG LQFOXVLRQ WHUPLQRORJ\ WR\UHY MHVWFW("UU@PQLWI*W@NW‘#WQQG@M@@H'WL\QD%M’R(WG \|7| UH FHUW
HYHU\RQH VKRXOG KDYH HTXDO BEr PR WR (XURSH JRU PRUR L@IRKYBBWERRWVHIXU EUDQGV VHO WiReF UG RU F

RSSRUWXQLWLHV UHJDUGOHVYV RREBXM U YHEML M BT LH\GD Q G LQF(L)JX\ISLSRSQURDFK DOG SURJU‘PI'V‘USWDEOH OHYHO Rl DVVXUDOQ

RXU FRPPLWPHQW WR HOLPLQDW,L EDY U

SUHYHQW WKH ?xoo SDUWLFSSDW@?Q@# '5 L\%@L§ é&/\lﬁ& Py Qikih ZRUOG V SRSXODWLRQ JYREVF HOWEDHHRRHKN LRRUHL VN QRQ I

JURXSV ZLWKLQ $KROG 'HOKDL]H "HQGHU €D ODQFH E\ OH FKDOOHQJLQJ WR SURYLGH VDIH BQRGIFWYLWKBWVDIRR G WG XFHG

OHIDR W RD NWKHHYRSYRANMG E\ DQ LQGHSHQGHQW W

7ZR DUHDV ZKHUH ZH PDGH SURJIPHNOHRNKYH B! RXU EUDQGVx F%?LQ\}@%@MJH PXVW EH DGGUFWQ’@@FD—WW@@S\HW\%NBQ@QDUGQRU |
ZHUH LQ SD\ SDULW\ DQG %5%V QRO \AWMGYGH| WKH VXSSO\ FKDLQ WHVWHG

DUH FRQGXFWLQJ JHQGHU SD\ UBVHDUFK DQG SDP\
HTXLW\ DQDO\WHV DQG SXWWLQ )R RRBE I GIRYEBMRFBR/VHMHHUVHWIDNH UHVSRQVLELOLW\ IRU P LQWB P QY WV [k KLIKHVW

WR HOLPLQDWH DQ\ JDSV WKH\ GRXEaNALN0O G xLQ &G XY LRQ OHYHOV RI VDIHW\ IRU RXU SUR

7,0(/,1( $0%,7,21
DUH JURZLQJ LQ VWUHQJWK DQG R LPSURYLQJ WKHLU HQYLURQPHQ
WR DGYRFDWH SRVLWLYH FKDQJa%}iﬁvgg@%WL%@ IRRWSULQWYV 2XU IRFXV LV RQ I6KRUW WHUP RI WKH SURGXFWLRQ VLW
DYYRELOMIY Lo B Vo R R RSP Y D SR ) Sk e s smeny e
YRLFH PDWWHIDIN DO RAS IRU ,
@ DVSLUDWLRQ LV WR EH JHQGHRUNDROD FRHGLWLRQV PDGH IU VWDQGDUG RU FRPSO\ ZLWK
2XU LPSDFW UHIOHFWLYH RI RXU FRPPXQLWLHRXUFG G FRIEFOEMVYHYV DQG FC OHYHO RI DVVXUDQFH VWDQC

II'RHJ\‘D(IDU\RIRWH\H-VI-ILW\ODEHOHG 7R GULYH JOREDO IRRG VDIHW\ DQG VRFLDO DQG
ZH KDYH D IOH[LEOH DQG DJLOHH&XN\)()I\U@MV(} XVLRQ HQYLURQPHQWDO VXVWDLQDELOLW\ ZH WDNH DQ DFWLYH
HQVXUH RXU DSSURDFK LV UHO RFDO UROH LQ YDULRXV VWDQGDUGY FRPPLWWHHY DQG ZRUNLQJ

EUDQGV *OREDOO\ ZH VKDUH DENTIETEEREECEY JURXSYV

JHQGHU DQG LQFOXVLR DQG
LPSOHPHQ?N DQQG GULYHQ'( QVWU/RQJ WHURB ZRUNIRUFH WKDW LV S FOHDU SROLFLHV DQG SURFHGXUHV LQ SODFH WR
WKH FRPPXQLWLHV LQ ZKLI’:K W K EDODQFHG DW DOO OHYHOR’/DNH VXUH SURGXFW VDIHW\ DQG TXDOLW\ LV

VHUYH 2XU EUDQGV VWULYH WF $ ZRUNIRUFH WKDW LV ORI e 6 o S o SRR Y PP g RX S EPRRS Y &Y

ZKHUH HYHU\ DVVRFLDWH FDQ W WKH FRPPXQLWLHV ZH VHJ%%: URV! 9%HIRUH SURGXFWY HQWHU RXU EUDQGVx

L Ny DY Y RELRVIH ED QY \ LOLWLHV WHPSHUDWXUH DQG H[SLUDWLRQ GDWHV DUH
Q $ ZRUNSODFH WKDW L&  YUQBDMWHGHDQG GDLO\ TXDOLW\ FKHFENV DUH GRQH LQ ERWK

EHOLHYH LQ ZRUNLQJ WRJHWKH ZKHUH DOO YRLFHV DUH KHOW® DGGVWPRYHE 2XU EUDQGYV DOVR SURYLGH WUDLQLQJ
RUJDQL]DWLRQV WKDW VKDUH R~xo—roonriy v WR DVVRELDWHY RO D UHIXODU EDVLY
VXSSRUW FRPPXQLWLHV

$V D FRPSDQ\ RSHUDWLQJ DFUR PFM_QW?J

$KROG '"HOHQXABO 5HSRUW
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$9%,/$%/( $1' $))25'$%/( 3DUW RI RXU SXUSRVH LV WR KHOS FXVWRPHUV OLYH

352'8&76 EHWWHU 2QH ZD\ WKH EUDQGV GR WKLV LV E\
VXSSRUWLQJ WKHP LQ PDNLQJ KHDOWKLHU DQG PRUH

'"HYHORSPHQWYV LQ VXVWDLQDEOH FKRLFHV IRU WKHPVHOYHV DQG WKH

S5XVVLDxV LQYDVLRQ RI 8NUDLQHHBF XV R G RHERW®R QMWK BDRODVVRUWPHQW WKDW LQFOXGHYV

XQUHVW DQG GLVUXSWHG VXSSO IFKDEQNOR WD EWWWWLRXY FKRLFHVY WKH EUDQGV DUH

SURGXFWV VXFK DV VXQIORZHU FRINL Q7K KW POW RLUIHVKOWIHE) HDVLHU

LQ KLJKHU HQHUJ\ SULFHV ZKLFK FRQWULEXWHG WR

LQIODWLRQ LQ RXU PDUNHWV 6XSSOLKUWRLQF UHBVHBVWKHR Q

SULFHV Rl SURGXFWV WU\LQJ WR UHPRR®ROIDEQHMIOB M7 IRUGDEO

PDWHULDO HQHUJ\ DQG WUDQVSRUW AMIHEYWIH S RS R (\q QD

DOVR LQFUHDVHG 7KLV HYHQWXDOO\ OHG WR UHWDLOHUV

LQFOXGLQJ RXU ORFDO EUDQGYV +HHZ QI H R HHGVWR HDEVHUIRUPDQFH

SULFHV VWUDLQLQJ FXVWRPHU\HIOQYHDG \RWLFXW EDXNYGH HRW 2XU &XVWRPHUV

7KLV LQFUHDVHG WKH QHHG IRU BIWRUBGDEOH SURGXFWYV

$W WKH VDPH WLPH &29," UHODWHG VXSSO\ FKDLQ

WXUPRLO FRQWLQXHG WR PDNH 2W B xWddhbHHVOY 1rRU

UHWDLOHUV WR HQVXUH SURG X ENYIRTEEIE

2XU LPSDFW 6KRUW WHAELPYH IRU 2XU &XVWRPHUV SURJUDP WR

2XU ORFDO EUDQGVx ORQJVWDQ _ _ _ I TR DY OLRQ LQ
EXLOGLQJ VWURQJ ORQJ WHUP UHODWLRQVKLSV ZLWK

VXSSOLHUV KHOSV WKHP WR NHHS VKHOYHV VWRFNHG VR

FXVWRPHUV FDQ JHW WKH SURGXFWV WKH\ QHHG HYHQ

LQ FKDOOHQJLQJ WLPHV

2XU DSSURDFK DQG SURJUHVYV

2XU 6DYH IRU 2XU &XVWRPHUV LQLWLDWLYHV HQDEOH RXU
EUDQGY WR RSHUDWH HIILFLHQWO\ NHHSLQJ FRVWV GRZQ
DQG SULFHV FRPSHWLWLYH IRU H[DPSOH E\
LQWURGXFLQJ PRUH HQWU\ SULFHG SURGXFWYV
H[SDQGLQJ WKHLU KLJK TXDOLW\ RZQ EUDQG
DVVRUWPHQWY DQG GHOLYHULQJ SHUVRQDOL]HG YDOXH
WKURXJK GLJLWDO RPQLFKDQQHO OR\DOW\ SURJUDPYV
7KHLU RZQ EUDQG UDQJHV DUH DQ LPSRUWDQW WRRO LQ
KHOSLQJ RIITHU FXVWRPHUV XQLTXH DQG KLJK TXDOLW\
SURGXFWV DW D JRRG YDOXH

$KROG "HOMOAAXBO 5HSRUW
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285'( , $3352$&+

$1'b675$7(*<
$V DQ LQWHUQDWLRQDO FRPSDQ\ RXU DJLOH '(,
VWUDWHJI\ HQVXUHV RXU DSSURDFK LV UHOHYDQW WR RXU
ORFDO EUDQGV *OREDOO\ ZH KDYH D FRPPRQ IRFXV

RQ JHQGHU DQG LQFOXVLRQ ORFDOO\ RXU EUDQGV

2XU DPELWLRQ DQG DVSLUDWLRQ

LPSOHPHQW DQG GULYH '(, VWUDWHILHY WDLORUHG WR
WKH FRPPXQLWLHYVY LQ ZKLFK WKH\ OLYH ZRUN DQG
VHUYH

2XU *OREDO '(, VWUDWHI\ LQFOXGHV WKUHH SLOODUYV
FULWLFDO WR DGYDQFLQJ WKLV ZRUN RXU SHRSOH RXU
FAOXUMHQG RXU FRPPXQLWLHV

2XU SHRSOH

‘H GHILQH DQG FHOHEUDWH GLYHUVLW\ DV DQ\WKLQJ DQG
HYHU\WKLQJ WKDW PDNHV XV XQLTXH DQG DQ\WKLQJ

DQG HYHU\WKLQJ WKDW PDNHV XV VLPLODU O LQFOXVLYH
RI EXW QRW OLPLWHG WR JHQHUDWLRQV /*%74

JHQGHU UDFH DQG HWKQLFLW\ GLVDELOLWLHYV
QHXURGLYHUVLW\ UHOLJLRQ QDWLRQDOLWLHY DQG PRUH

2XU FXOWXUH

2XU VKDUHG YDOXHV RI FRXUDJH FDUH WHDPZRUN
LQWHJULW\ DQG KXPRU DUH DW WKH FRUH RI RXU ZRUN
7KH\ HQVXUH WKDW HYHU\ YRLFH PDWWHUV DQG WKDW
HYHU\RQH IHHOV UHVSHFWHG DV SDUW RI WKH $KROG
'"HOKDL]H IDPLO\

2XU FRPPXQLWLHV

‘H EHOLHYH LQ ZRUNLQJ WRJHWKHU WR LPSURYH WKH
ZRUOG ZH OLYH LQ WKURXJK FRPPXQLW\ HQJDJHPHQW
DQG FROODERUDWLRQ ZLWK H[WHUQDO SDUWQHUV DQG
RUJDQL]DWLRQV WRDWHWKDUH RXU

$KROG "HOMOAAXBO 5HSRUW
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3HUIRUPDQFH WRZDUG R XRYMRFSQWHY\¥ LW G LVDEL LW LHKH &IRK QUDEKRD G '"HOKDL]H %5* VWULYHV WR DFWLYHO\

‘H DUH FRPPLWWHG WR WUDstp“WbJ#—\FMQ KRZ ZH FRQQHFW \RXQJ FROOHDJXHV ,W LV IRFXVHG RQ
UHSRUW RXU SURJUHVV RQ '(, SURPRWLQJ GHYHORSPHQW GLYHUVLW\ DQG ZHOO EHLQJ
LQFOXVLYH WRJHWKHUQHVV DQG SHUVRQDO KHDOWK DQG KHOSLQJ

JHQGHU EDODQFHG  *OREDOO\ RXU DVSLUDWLRQ LV WRHEHUD Q& QFEMFRPH PRUH IXWXUH SURRI OHPEHUYV

*OREDOO\ RXU DVSLUDWLRQ LV WRIKD E®\p FRONPRXME WiKbiw X ORI XRX@ P YRREGW VHROKDL]H LQ &]HFK 5HSXEOLF
LV JHQGHU EDODQFHG DW DO®RDAXYURR YWKIFHIHP Q LQFOXVUHAHORUN SOV HQGIH) RUSKDQDJH FORVH WR 3UDJXH WR

WR RXU RYHUDOO SURSRUWMRKP W, LARSR V\[ I RXU DQQXDO DPNMY®R RLOW KHRYOWKHHRU@MQLIDWLRQ ZRUNV DQG VSHQG
PDQDJHPHQW KDV UHPDLQHG WKYXVB PN W U ZH UHFHLYHG® DPHUFRIUVMKREKLOGUHQ 7KH\ DOVR VKDUHG LQIRUPDWLRQ
ZKLOH RXU 'LUHFWRU OHYHO UHSUHWVHR ISJ\NE’R RL WY WRSGHI XEKRKW WKH $OEHUW )RXQGDWLRQxV PLVVLRQ WR KHOS NLGV
IURP LQ WR LQ ‘H vBRZBYRYHY UHV FDUHHU RSPRPWRAUSUBIGHI PR B® QG 1*2V OHDUQ WKH EDVLFV RI

ELJJHVW LQFUHDVH DW H[HFXWL'\HH*%HQ%ESH@&J‘WWHLFV EXVLQSWEDUW RI W KMKSHWRII UFDRQ J

ZH PRYHG IURP W R WKLV \HDU 6HH WDEOH HQWUHSUHQHXUYVY KDYH WKH RSSRUWXQLW\ WR FUHDWH D
2XU '(_PHWULFV ( 6833257 SURGXFW VHW D SULFH DQG WKHQ VHOO WKHLU SURGXFWV LQ

[_'7' é\gf_o\/q)%%F\;HU DQG KROG é‘lgﬁJd')yd\WBI\:/OIIQWUDFURVV WKH $OEHUW VWRUHV

UHIOHFWLYH RI RXU F
[WHUQDO SDUWRNHW W kR PYW §RREYMY MR KHOS DVVRFLDWHV LQ WKH
2XU DVSLUDWLRQ LV WR KDYH DV@ %$H5HL\%5D(N MWKLQ RXU EXWKYHOBDGWRXYH WKHLU VNLOOV LGHDV DQG WDOHQWYV WR

UHIOHFWLYH RI-WHKH FRPPXQLWL@UD@J@VWVE\W’PW{KNLHV DQG VR\F%@&WQ\LR/\Y PHRKPDYUHDFURVY VRFLHW\ )RU H[DPSOH WKH
EUDQG WUDFNV DQG PHDVXUHV DGGLWLRQDO GLPHQVLRQV . UIDOL]HG b SLDOR FROFHUW EV 61ULDO SLDOLVW

RI GLYHUVLW\ WKDW DUH UHOHYGOQW WQ AWKWLE FPRRXU FRR WY P $KPDG DW WKH OXVHXP RI +XPDQLW\ 7KH

DQG ODERWPDORXW®Y EUDQGV aKKH%XVLQHVV SHVRXUFH *URxsl\_’Pl%fH\Y ‘?‘é"K‘ PDG SOD\LQJ KLV SLDQR DPLG WKH

IRFXV LV RQ UDFLDO DQG HWKQLFHP LOYWUMYVRI DVVRFLDWHV ZEREERQXRWMP M G\pRRPH 6\ULD ZHUH SLENHG XS E\ WKH
)RU H[DPSOH WR KRQRU ODUWL %&gﬁv H\>J| %Vvﬁlgm'?gx\ﬁg?q%m%fKF%W%FWVEE'TB‘%\}-%’ P'-DC @LS? V DQG EURDGFDVW ZRUOGZLGH
* $17 &RPSDQ\ GRQDWHG .
IROORZLQOJ RUIDQLIDWLROV ELVEUVA HTXLWDEOH DOG LOQF OB \BINMIGHRWNFRPPLWWHG WR SURPRWLQJ /*%74

HQYLURQPHQW LQFOXVLRQ E\ FUHDWLQJ D VDIH VSDFH IRU DOO
§ WR WKH &HQWUDO 3HQQV\OYDOIN 0/ "N\ DVVRFLDWHV WR PHHW RWKHUV DQG VKDUH H[SHULHQFHYV
RI BHUYLFH WR VXSSRUW ORFD$ “RPHQ LQ /IHDGHUVKLS $v D UHVXOW RI VXJJHVWLRQV WKDW FDPH XS LQ RSHQ

KH $KROG '"HOKDL]H :RPHQ LQ /MIDEHOH BELYFXVVLRQV ZLWK PHPEHUV RI WKH %E* ZH

§ WR WKH (DVWHUQ OLQRULF"réP’P“QT" V'LV FRPPLWWHG WR IRSWEHG DH 666 H UPMXVQ IVE HE B MRKQ® R &\
HYHORSERIQQWLD DVVLVW PLOQRRXU'DPELWLRQ WR KDYH D ZRUN'$H@KDH WKOVD GVRITLFHY LARVKH 1HWKHUODQGYV
EXVLQHVVHV LQ DFKLHYLQJ FH''&ESXVLVYH™ UHIOHFWLYH RI WEWXRAP AKQWHNMRRQH FDQ EH WKHPVHOYHV DW RXU
HOHYDWH GLYHUVH VXSSOLHUVEyUpQGY VHUYH DQG JHQ G H U \BXDERQAM ® IDIWE D OWDHIDUGOHVY RI WKHLU JHQGHU LGHQWLW\

5 WR &DPS &XUWLQ 1HLJKERQHYHOV 0 ZH FRQWLQXHG W OYH WKLV IRUXP

R HYR
WR DGGUHVV UDFLDO HFROQRPLWR KHDU WKH SHUVSHFWLYHV RI ﬁ'ig PR \W4 Fth’JZRUN RI $KROG "HOKDL]JH FRQQHFWYV

N
L
ZRPHQ DQG WR 'WDNH YLVLEOH R @ EL FXOWXUDO EDFNJURXQGV LQ D

7KH ORFDOFERIOQRY LQLWLDWLY VWURQIWKAQ WKH H[SHULHQFH FRE R WR & |§‘ ) FDQ EH WKHPVHOYHV DQG
SHRSOH LQ WKHLYFRPPIXREDHHEKROG 'HOKDL]HxV JUHDW ORFDd H@RZ0 GJH DQ H[SHULHQFH EXLOG
WKURXJK OHJD ,PDJHxV U3URMHFW RI 7RGD\ IRU DUHQHVV DQG SXVK IRU SROLF\ FKDQJH )RU
7RPRUURZU SURJUDP LQ 5RPDQLOXEKABEUPQ BLWRGRQHVLD %BPSI@BS\MBRIDFH@U WKH\ RUJDQL]JHG D JURXS GLQQHU
GLVDELOLWLHYV ZHUH JLYHQ WKH LFKIDIQF KXWRSIODQ® | @QRREHVLD ' BY WKHHU ERPOHDIXHY WR FHOHEUDWH (LG DO )LWU ZKLFK
YHJHWDEOHV DQG IUXLW LQ DQ XWHEDRQIDW &I5 OV DILAV K HIRFP O FKBEWNVWEHRKXKQE RYIGPPDGDQ DQG LV FHOHEUDWHG E\
DERXW KHDOWK\ HDWLQJ ,Q WKIGHRRIIPSKD § GV RKSEHRWy L Q W H UKD LIPVHDFURKN B WV BB HZRU O G

+HLMQ LV RQH RI WKH ODUJHVW HPISRPRIHRFKY LQ WKH UHJLRQ JHQHUDWLRQV
PXOWLFXOWXUDO /*%74 DQG YROXQWHHULQJ

$KROG 'HOHIQABO 5HSRUW
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$KROG '"HOKDL]H 86% %5* 2¥4 YYFEPEKU GLYHUVLW\ SURIBDP HRKRRAHV WKH ,Q DGGLWLRQ RXU EUDQGV DQG E
LWKLQ WKH 8 6 WKH JUHDW ORFDRFEHYB 'GQW_P%J@IHSW%\AE\ GHYF&‘R'&@GQJHYSWHBQND%G HDFK RI LV\Y\(/KE'UHE%'&)-@WF%Q\(%YI]Z_W IXQGDPHQV
D ORFDOL]HG VWUDWHJI\ IRU WK XY bfEHY évBWQ;WFbQ/Q/\Y oy ZLWEFRWRQSHRQWAKR GuvkWRESIRIW R HYN'L%\VMV% EYLEX oY WREQL MK E R WKH
FRPPXQLW\ DQG EXVLQHVV QHHEL YIDYEKHs RZ EBH ESVLQHVVHV WKRBW| RipHEY J X R@SWMHvDwWLRQ IRUSWRAWEZROQQG LQ UHVROYLQJ Gl
VXSSRUWY VHYHUDO %5*V EDVH® RRCERWYoPQG VHUYLFHV H[FHOOHQW FXVWRPHU RI DVVRFLDWHV LQ RXU EUDQGV D
GHPRJUDSKLF UHSUHVHQWDWLRYHEXbiuM ®R6\FRAFHWMLYEYH FRBIM HTXLW\N SULQFLSOHY FROOHFWLYH ODERU DJUHHPHQWYV

v
RYHUDFWLYH 8 6 %5*V WKDW VXS$RUW A XHG WR HQJD I EFALY |1||:|| KPY WKH WRWDO PYYRE LOUVRER RXWIMRG HRR)I MK H &/ S

/*%74 DELOLWLHV FDUHJLYHUW%@%@LLMM\%KQQ?&IE%NDWH VWURQJ %w%sb%\é slrvK'?_ VE§§DQ WKHDBGBREWIHGO ® @HQPSHIHNQGHQW MRE
JHQHUDWLRQV YHWHUDQV DQG §REHR G iyHi soPIUHAS dHWIOR S P H B ke bR

% XGHV RWKHUKPERGRRMN vRER DHUUN +D\ DQ
D ZLGH YDULHW\ RI LQLWLDWLYHYKGXWHRRQG \HDU LQ D URZ 3HOFSRALRS \l,:\,L
JRU H[DPSOH RQ ,QWHUQDWLRQBYV-RRAEYKDPWHRU HYRIUDP ZKLF R F%é/ VEIQH

<

V%E/Rl%yv@RSSRUWﬁap\NEHN’VV\ﬂ@@H'@@@FDZQRGJNV IRU Gl
BIHWA
* $17 &RPSDQ\xV /HDG ,QVSLUH 1HPWRMUN & diEfH SWLRQDO TX RZHQ l)/L

DQG WKPQ®HL WhHWMOWM $®E JUDGHV DQG ED
%5* DQG '(, THDP KRVWHG DQ L %{%L SDUWQHUVKLS ZLDSSF{}-EWB%%RQ%
L

Q%WKH ZRUNIRUKFROBOW IR QRRGHDJIH LQFUHDVH
W WR DYVRF v x ZH

| ¢ ) AT v uodlel 2 bl b EHbE g v

FRQYHUVDWLRQ RQ U%UHDNLQJ % FU-bo DQG DUH PHDVXUHG WKURXJK $K1|*2’oL{3HDer-klUL\FAL’}Jﬁ FUHDWLQJ DQG

(TXLWDEOH )XWXUH U JRRG /LRQ KRQRUHG GLYHUVH V) DS/S/RIFHLDW BXHQLIPUHPHQW VXUYHRQRG IUDPHZRUNV LV D FULWLFDOO

. WKDW LW LV HTXDOO\ LPSRUWDQW
)RRG /LRQxV $IULFDQ $PHULFDQ ‘REHRNYJLEWRUI ORQWK E\ Ku%gﬁ*gﬁ%dpg \';HTXLW\ LV DO LP BN RN LY LR |§QJJDFWLFHVQWI
i3

DVVRFLDWHYV ZHELQDUV DQG zRUNYKRSNEH VL@ HQY/SLULQJI Z .
KHDOWK DQG QXWULWLRQDO ZH&R G{/'\'/U\MRJQ\(;, GM%E/'F'REUHW\NHI—FH QGEBHDOQ&PL GD\(/?)E;SS'FSL;EI\;{,Rfﬁ;zgﬁmgg(zﬂog}fnOEKUDDL?SVDggci

LPSRUWDQFH RI )RRG /LRQxV WKHPHHE1IRYD LY FDUULHV DGRSWHG WKH IROORZLQJ VL[ RYRIKHDWRIOLRKHOQ DVVHVVLQJ WKH St

$ODFN OLQGV DQG %RGLHV U 'XU@%] W_ ?—P% ﬁyilé KLS SULQFLSOHV WR JXLGH IDLU FRPEHQWAWLURRHTXDO SD\ IRU HTXDO
0,

JRRG /LRQ GHPRQVWUDWHG LWV DQ\ GLIIHUHQFH LQ DYHUDJH PHG!
ZLWK GLYHUVH RZQHG VXSSOLHUYM L]JH SOD\V D FULWLFDO UROH L Q\ UHQ Q u

A S
- ' : HVYRPL G EPY K IHquFRPgDULQJEHWQHMQ PHQ DQG ZRPHQ :KLOH |
3ULGH HYHQWV DQG VXSSRUWLQYSW® ('fp o s« HITRUWY iH EHOL VL . '
WKDW FXOWLYDWHV D VDIH DQG\%%gdé %‘JKR ¢Z‘/|_o RB PR M IDEU B RN R U= B¥ AW ERiIp SHQvpwLRE) CLITHUHQRH DW ZRUN - WKHUH
P

HDQG WUHDW HDFK RWKHU GLVWLQFWLRQV EHWZHHQ WKH WZ
IRU /*%74 DVVRFLDWHV DQG FX
° Q D WRPHUV :H KDYH HPEHGG KB®RHFOQKIWYRQ LQ FRPSOLDQ THXZ[|5WKSWD HI??DZ HTXDO ZRUN
3HDSRG 'LILWDO /DExV 628/ ,QF GHKIRQ RHWZRWNR R XU OHDGHUVKLz HISHRWDPWLRQY D&GZRUN O U U
KRVWHG VHYHUDO SURJUDPV L QGFHXHEARSHG ZHOLOY EHNHQU OHDGHUYV [§DA55R§<% H Y RIFXNPG $KROG '"HOKDL]H DQG HDFK RI LWV

HYHQW DQG D GHHS GLYH RQ KRRQVP VXGBRWW BODFN( , IRXQGDW LRRN/SHQE DGR POEJIQHG ZLWIRPBEWWIHEX Wi HQVXULQJ DOO
RZQHG EUDQGV DQG VXSSOLHUVVNLOOVHWYV :H DUH UDLVLQJ DZD USIIQWIRW PRGFEXDRQG LEWD QG E X PEFRVYY PWROW HHOPKDL]IH DUH SDLC

WHDP VNLOOV LQ FUHDWLQJ SV\FKR@R&LF WR RV WWEBwW Lv Wug\évgﬁg(\é'BPgﬁUﬁ%Tgx\){LgvD,O[ H::inf MREV

6XSSOLHU GLYHUVLW\ IXUWKHU VWUHQJWKHQ LQFOXVLRQ el V WDNH
7KURXJK WKH GHGLFDWLRQ D QG gH{IHRADMM Rib WVHK HE NWHAD RV D WH Q W DRBEHEEOELEBEDH IRU WKH LRG¥HY W QQ\AP‘E%DB\;LE{\"E%LCJ;HPQDFNHQ/ VE

3HDSRG 'LJLWDO /DEV ZH DUH GHYHORSLQJ PXWXDOO\ ZKHQ DSSUR
EHQHILFLDO DQG VXFFHVVIXO SHWMP IWLIF\QISL'SQ/ ZLWEH ODXQFKHGIRYY LLgFlBWWWH‘RQ DERXW WKHDSQJC':“(%%FULDSFQ/\V’L\?F P®6H ibpLu skroG
Kk

GLYHUVH VXSSOLHUV O ERWK QO Y KRP UQHb o7& GDWHIRXQGHRERAYFHEVMMBOMRIEWY Hho6y PDGH JRRG SURJUHVV LQ
EXVLQHVVHYV KHDGTXDUWHUHGQZQWQ((EQUFY%LH%Hi'ﬁ @§§|¥‘4.'—%RQDO Z RS KDWKHERABBQVDWLRQ | 9 RXU MRXUQH\V WR PHDVXUH SD

IRRWSULQW :H GHYHORS WKHVHFBREBWWREVKLYRVRA EUDQGV WDUJHWLQJ DVVRFLDWHYV ZRUN IRUFHYV
LQFRUSRUDWLQJ GLYHUVH RzZQHBW RPOPHEVHYHYIWRPWRHDERYH

HYHU\GD\ SURFHVV RI FDWHIRU\. UHY I ¥ RRFLQXH WR GHYHORS RXU VNLOOVHWYV DQG
SURGXFW RU VHUYLFH ELGV FDSDELOLWLHYV LO

$KROG 'HOHIQABO 5HSRUW
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3ULRU WR WKLV \HDU RI RXU BHRQGV HK®IGDDIHHD GERPPLWWH G MRV W RUIMWKOKXLRX Y FRPPLWPHQW
SHUIRUPHG DQ HTXDO SD\ IRU HIMRG HR B WBIXGIUHQFH ILIXUHVY Q% FHOKPRBP L WWHG WR RXU '(, DVSLUDWLRQ WR

FRYHULQJ DVVRFLDWHV WNDADWDALRBGEWRRQGXFWLQJ LQWHEHRDHYHOGCHYHSRIHU EDODQFH DW DOO OHYHOV WR EH
LGHQWLI\ DUHDV RI IRFXV DQG HEMKUHHRFXHPEWSKTBILIBW RXU PRUH WKBQ OHFWLYH RI WKH FRPPXQLWLHV RXU EUDQGV
DVVRFLDWHV LQ WKH VDPH RU VLPLOMW $RNLWLRQV+RBRRWHU ZK{QHy4H |I5QYd-|H|LSHG E\ HDFK ORFDO EUDQG DOG WR
EUDQGV FRQGXFWHG SD\ GLIIHURQEH BQROUWNY RQ RXU JHQGHUySA)N G KWK HEQF LOFOXVLYH HYHU\ GD\ ,QYHVWLOQJ
LQWHUQDOO\ DQG RWKHUV FRQGXEWHGE HVT XDINEQY IRRPSDULVRQVAPEUBY P EBBRGY FDSDELOLWLHY DQG WUDLQLQJ
HTXDO ZRUN VWXGLHV WKURXJK KDY LSURYSHQ BKRWO WELUGI G XH R MK rR DR IOVEHY L HZLQJ RXU SURFHVVHV ZDV
SDUW\ H[SHUW LQ WKLV ILHOG \RDNORE D Q VRR IFFRDGM RIRF D Q G\ F WRAHbYX ULOJ ZH PDNH SRVLWLYH SURJUHVYV
OHJDO UHTXLUHPHQWYV +RZHYHWHBXWBWRIQGIRNLURQPHQW WRZDUGV RXU DPELWLRQ .0 IRU H[DPSOH $KROG
VWDUWHG LQGHSHQGHQW WKLUdHéJK Erpq A lv\Eﬁpj}(D JOREDCFB% ERY L WR A\ Z IHPDOH UHSUHVHQWDWLRQ DQG
HTXDO ZRUN DQDO\VHV ZKLFK DU fi G R e xow UL v HQWY RSk R @ 'PB@N 1894 QDEOH SD\ GLITHUHQFHY ZHUH
'LQDOLIHG LQ WKH ILUVW TXDU\A@@PE PSDUH IDFWRUV GDWD FROYEVHMWEEG UHIKBHWROBVR FRQVLVWHQWO\ DSSOLHG
%DVHG RQ WKHVH SD\ HTXLW\ D QNI WLHM PHIPKVE WDHJGVODW LR Q R WXHTSURERWY VI WR G [WHUQDO KLULQJ DQG LQWHUQDO
LGHQWLILHG RSSRUWXQLWLHYV WRREP®UR VY IHHIM QG H VHIUM G DM W W UNERHHY REROUCE Q1L Y WRRIDYVXUH ZH FRQVLGHU D
DQG GHYHORSHG SODQV WR PHHIWGWSUREBOV HMW HM MRQIG O\ LQ P EHY HUVH 8RRO RI FDQGLGDWHYV
EUDQGV IRXQG XQH[SODLQDEOH (XRGS HIDQUITQULFHM PHIOW DQG (8 RRREIES ¥ WMPWKHY 1IDLU FRPSHQVDWLRQ SULQFLSOHV HYHU\
DGMXVWHG WKHVH GLITHUHQFHVUMB AKISE YH DRI UXDH® OW RQ D Quie(® L BWLYH BRYHO 2DV UHYLHZHG WR DQDOV]H LWV
IRU HTXDO ZRUN (TXDO 3D\ DQG 3D\ 7UDQVSDUHQEpP s QFWKh Y Hrx L w)\ IT—!%SD\ DFURVV WKH SHHU JURXS ,Q
$KROG 'HOKDL]H DQG LWV EUDQG"tﬁHFWF"YH\:?G Hﬁﬁﬁ%vé.?JEﬁ\TszﬁLUH?W Y QPR RYRXG WR VHH IHPDOH
FROWLOXLOJ WR SHUIRUP SD\ H$ \ ) gRsOEPPHN PRERQ DW RXU PRVW VHQLRU OHYHO 93

QWLQXLQ VYROEXHMY HisSHFWHG WR S G CQUBR
UHIUHVKLQJ WKHP HYHU\ WKUHHA\ QG PR [ EJPUHBOMSRRIBG L ik ORUH LQIRUPDWLRQ

L’F CES{QBD gRZ 2dwkLo wKUHH BERIMy

WKH UHVXOWY WR FORVH DO\ XOW S WKH SHUIRUPDQFH WRZDUG RXU DVSLUDWLRQ DQG

LGHQWLILHG GLIIHUHQFHYV '"HVSLWH WKHVH FKDOOHQJHV zWkihSHRYEHMR &M R PDNLQJ RQ "(, FDQ EH
FRPPLWPHQW WR FUHDWH PRUH WESBE WK LRSIKESUW S BYHUVLWY HTXLW\

vV < g

7KH JHQGHU SD\ GLIITHUH@HRMUHQFH :H DUH PDNLQJ D VRB8GW-QLOWKEBQoxDO
FHQGHU SDV GLIIHUHQFH LV D PHOWVSRUMRE WKIV FORVLQJ D JHQGHY SBYGLRHRYOFRPPLWPHQW $KROG 'HOKDL]H DQG

o)
DE]UBE@WZLOO UHFXUUHQWO\ UHYLHZ WKHLU SROLFLHYV
HYUDR

DEZ

T

n)

eoalhdy s St e S e
EUDQGV LQ G
ODERU PDUNHW DV D ZKROH UHHRUEGRHVY RKYURGW XY FRYHUV WéHHQ\i’-(I%\gB%W\W DWZ/IL_Eg rjggsgr&vg\é IQRHF:(\;/VLQ:HO;(ESOZLWK

VHQLRULW\ 7KH DYHUDJH JHQGH H
VKSZV WKH GLIIHUHQFH EHWSHH HYWHJ@%%JW(%EE&BBD G VKRZHG I—ﬁSLngJ\fK\:g@Q?Q(UVHOYHV IXUWKHU LQ UHYLHZLQJ RXU

d
LIIHUHQF
UDWH IRU DOO PDOHYV FRPSDUHq;gby QD% QFFYREWLFRRCEGLBWHIUDWLQJI HTXLW\ LQWR RXU SHRSOH
DFURVV DOO EUDQGV H[SUHVVHG [V 1S

b
EhY 4 IHUHQFHsREL VLRV 'BOBUERLOGLQJI LOQOWHUQDO FDSDELOLWLHV ZLWK
WKH DYHUDJH KRXUO\ UDWH IRU (% j:(aﬁ: % m(ﬁ\zﬁ A‘VFOFE)VHQW){(\)'Y? WO DVEYW Wy R '(, VXFK DV

UDQN DOO PDOH DQG IHPDOH DV &/ - »%(g gﬁé

|

v
o 7 UHV XOWEY B Y H RS LRIF BBBYWHD HTXLW\ LQ RUGHU WR

JURP WKH ORZHVW WR WKH KLJK gﬂ_@ HEDVH DF@RWWP%QWQFR%Q@/ UHDWHU SODFH WR ZRUN DFURVYV

sbLG DVVRFLDWH UHSUHVHQWY WKH PHGLDQ 7KH DOO RI RXU EUDQGYV DQG WHDPV

PHGLDQ JHQGHU SD\ GLIIHUHQFH VKRZV WKH (IFOXVLYH RI MRLQW YHQWXUHV 6XSHU ,QGR DQG 3LQJR 'RFH

GLIIHUHQFH EHWZHHQ WKH PHGLDQ KRXUO\ EDVH UDWH 30HDVH QRWH WKDW WKLV VWXG\ GLIIHUV IURP WKH $OEHUW +HLMQ OLVVLRQ

IRU DOO PDOHYVY FRPSDUHG ZLWK DOO IHPDOHV 5HSRUW RQ IRUPXOD DQG SRSXODWLRQ

H[SUHVVHG DV D SHUFHQWDJH RI WKH PHGLDQ

KRXUO\ EDVH UDWH RI DOO PDOHYV

$KROG '"HOHQXABO 5HSRUW
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+2: 285 %5%$1'6 %5,1* 2XU FXOWXUH 2XU FRPPXQLWLHYV

", 72 1,)( ‘H EHOLHYH LQ IRVWHULQJ D FXOKVEH B LEHXYLH WQRRDRRAWDLQLQJ VWURQJ FRQQHFWLRQV ZLWK

2XU JUHDW ORFDO EUDQGV UHPKPERBPYMANHY WRFRXUDJIH FDRRIP AXQRMARWNO DQG RXU EUDQGV EULQJ WKLV

FUHDWLQJ GLYHUVH HTXLWDEOK® 'thHg;g—{Wé)P\Q_G(#&FhFEJLNL gU EUDRREW KWRHQAD @R OLIH HYHU\ GD\

L QWSODFH WR KHOS EXLQG D FXQWXUH_ZKHU
DQG VKRSSLQJ HQYLURQPHQWV LAKHVIAR l*E’)‘y'- X H e) 1B PHTBBYEY Hs a8 YU hiwp opvviorsRXORY

\ HG D e RIDPSOR $01L
HYROYH KRZ WKH\ GR WKLV WKU!*‘HXOW}E@D?% IDPLg\)\‘fDLUTdeN VKRZHG LW FDUHYV TRULWYV ORFDO FRPPXQLW\ E\
LQLWLDWLYHV GRQDWLQJ WR WKH QRQ SURILW RUJDQL]DWLRQ
SXEHRSOH JRU H[DPSOH 6WRS 6KRS GHSC 2SHQ $UPV +XJ

:LWK D GLYHUVH JURXS RI VWDNB%%%%Y%HTJ\E%%*S'#%@%EUW(;JHDI\;SE%E&%VG%&EJET{\%%I?WQUWHG 7KH 8UEDQ *DUGHQ SURMHFW

PLOOLRQ FXVWRPHUV LQ VWRUHV D KLOGUHQ LYLQJ ZLWK DXWLVP

DVVRFLDWHY SHRSOH DUH DW WIHHH K HILG V& RR ROXQ\ SDUWLFLSDWHG |9QE v |Jtuv Y H
EXVLQHVV 2XU EUDQGV DUH FRPPL\WWHG W RDPGDLGHGLFDWHG WK ¢ Q%LL F\%PHP,_I[\APWHU%:VGRFLRQPFPUXHDL\Q\I,'PJVZSUQ Y
VXUH DOO DVVRFLDWHY IHHO ZHEDX®WHK D) BI ADQF GXNVYDRQ ZLWK F mﬁ% ﬁ/éHJr Y Jhe R QZKLFK HPSRZHUV
WKHLU WUXH VHOYHV WR ZRUN OHDUQLQJ RSSRUWXQLWLHV HQ % H%HQ EVWHyEL Q

JRU H[DPSOH 3HDSRG 'LJLWDO /BEWLGmQYHORSHG LWV

VWUDWHJ\ WR HQVXUH DVVRFLDWHWXFF MWILRHWRG6HUYLFHY DOVR KHOG WKHLU ILUVW HYHU
'LUHFWRU UROHV LV GHWHUPLQU® X\ \OL®JISBIIUHVK *URZU VXPPLW ([HFXWLYH

GLYHUVH VODWH LQLWLDWLYH VSRQVRUV DQG %5* PHPEHUV VSHQW WZR IXOO GD\V

Pwpu H % , SLFV O I[URP ZHOOQHVV WR
*LDQW JRRG EHJDQ WR LQFRUSRE% |H\§6\PL(lg B% \};WK WR LQFOXVLRQ PLQGIXOQHVV O

EBVSKSXUVR%LX&’O/L?* ZLWK WK ¥ XSFE%Y R IRY T b WHQGHG WR VSDUN UREXVW

Q b FRQYHUVDWLRQ FUHDWLYLW\ DQG DFWLRQ

$0I1D %HWD FRPSOHWHG D EDODQ_BS—%%P(EH_PWE %%g%\gk&FKHG PDQGDWRU\ *(

E\QG GHYHORSHG VWHSV WR DFKHHBY P g3 é ®BY%VLYH OHDGHUVKLS LQ WKH RQERDUGLQJ
SURFHVV IRU DOO QHZ PDQDJHUV

HOKDLJH %HOJLXP GHYHORSHG GHERYWRHOQWRSP ¢§iFk 5SHSXEOLF ODXQFKHG LWV

VFRUHFDUGY DQDOVLQJ JHQHUDHLRRON, GrinFIMD R R0 WR VXSSRUW ZRUN

:/\|/—|RPDGOUTYUHH‘S(UHI;/FL_{FQRV\)/(%V\YVLDREQLCIJDLQV\(/B\(SglH \%R!?E FhRplo I-\ggﬂgﬁﬁu SDWKV ZLWK ZHELQDUV DQG
; I%%%%\ILDOI%PII—T VSHDNHUV

LQWHUYHQWLRQV RQ D GHSDUW

$KROG "HOMOAAXBO 5HSRUW
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2XU '(, PHWULFV
8 6 DVVRFLDWHV 5DFLDO DQC 8 6 DVVRFLDWHV GS5DFLDO DQC .y PH(DVXUH SURJUHVV EDVHG RQ GDWD IURP HDFK

RI WKH DSSOLFDEOH EUDQGY WKH\ PDQDJH WKHLU
ZRUNIRUFHY DQG DUH UHVSRQVLEOH IRU RXWFRPHV

7KH IROORZLQJ WDEOH RXWOLQHYV DJJUHIJDWHG GDWD IRU
WKH SXUSRVHV RI UHSRUWLQJ RQ SHUIRUPDQFH WRZDUG
RXU '"(, DVSLUDWLRQV

*HQGHU EDODQFHG

YJHPDOH DW 93 OHYHO

YJHPDOH DW GLUHFWRU OHYHO

YHPDOH DW PDQDJHU OHYHO

YJHPDOH EHORZ PDQDJHU OHYHO

JHPDOH 7RWDO $KROG 'HOKDL]H
,QFOXVLYH

Z KLWH Z -KLWH JQFOXVLYH ZRUNSODFH LQGH]

7 %ODFN RU $IULFDQ $PHULFDQ Z %ODFN RU $IULFDQ $PHULFDQ $00XDO DVVRFLDWH HQJDJH P O oS CVEE G WILRQY

7 +LVSDQLF RU /DWLQR 7 +LVSDQLF RU /DWLQR
7ZR RU PRUH UDFHYV 7ZR RU PRUH UDFHY -]
$VLDQ $VLDQ 5HIOHFWLYH RI FRPPXQLWLHV

7 $PHULFDQ ,QGLDQ $ODVNDQ 1DWLWWHULFDQ ,QGLDQ $ODVNDQ 1D\

5DFLDOO\ HWKQLFDOO\ XQGHUUHSUHVHQWHG DW 93 OHYHO 8 6
Z 1IDWLYH +DZDLLDQ 2WKHU 3DFLILZFLV@®DREHDZDLLDQ 2WKHU 3DFLI

5DFLDOO\ HWKQLFDOO\ XQGHUUHSUHVHQWHG DW GLUHFWRU OHYHO 8

$JJUHIJDWLRQ RI GDWD IURP HDFK 8 6 EUDQGUBDFWRRMHWKQDWD IURP HDFK 8 6 E 5DFLDOO\ HWKQLFDOO\ XQGHUUHSUHVHQWHG DW PDQDJHU OHYHO 8 6
GLYHUVLW\ LV EDVHG RQ VHOI LGHQWLILFBWYRQV IGMDWD/ ZOMHG RQ VHOI LGHQWLIL

LGHQWLILFDWLRQ LV PLVVLQJ LV QRW LQFIOXHEQWELLIQF W\WHRIQDW WUMWVLQJ LV QRW LC5DFLDOON HWKQLFDOO\ XQGHUUHSUHVHQWHG EHORZ PDQDJHU OHYHO

JLIXUHV DUH IRU DVVRFLDWHYV LQ WKH 8 6 RQO\ DQG H[FOXGH DVVRFLDWHV LQ (XUR
HWKQLFDOO\ XQGHUUHSUHVHQWHGU UHIHUV WR UDFLDO HWKQLF JURXSV WKDW DUH
$IULFDQ $PHULFDQ $VLDQ 1DWLYH $PHULFDQ RU $ODVND 1DWLYH +LVSDQLF RU /DW
ORUH 5DFHV 5HSRUWHG DVVRFLDWH UDFLDO HWKQLF FDWHJRULHV LQ WKH 8 6 DUH
PLVVLQJ UDFLDO HWKQLF FDWHJRU\ DUH QRW LQFOXGHG LQ WKH ILJXUHV DERYH (DF
RXU ', DPELWLRQV DQG WKHVH ILIJIXUHV UHSUHVHQW DQ DJJUHJDWLRQ RI WKH GDWD

$KROG '"HOHQXABO 5HSRUW
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(;7(51$/ &200,70(176 6KHOE\ 5'LYHU DQ\Q 7KUHH RI WKH $KROG 'HOKDL]H 86% EUDQGV ZHUH

a2 ' oNDz00s e g ey M

‘H DUH SURXG WKDW RXU ZRUN WRRE®GWKEKD(]HKB%6 DQG 7KH * W DUH OHDGLOJ WKH ZD\ LO PDNLQJ D

EHHQ UHFRJQL]JHG H[WHUQDOO\ Z+HWH MRAREB PHDQHUV DORQJ ZLG |i<I 17 &RPSDO\ ZDV KRORUHG IRU

H[DPSOHV IURP WKH SDVW \HDU OH?/VGKHHUXKI:SE\35HHIDSSRRUC\B/VXL\;]I_\/V|\I_|II2(; g(é%% F,k_@ ORFDO LPSDFW DQG VXVWDLQDELOLW)
LQ UIE JUYDWLRQ 6WRS 6KRS IRU

[($' THWZRUN &(2 3SOHGJHDQG ,QFOXVLRQ DZDUG GULYLQJ DZDUHQHVV RI IRRG LQVHFXULW\ DQG
7KURXJK WKH /($' LHWZRUN &(2 30HGJIH &(2V
GHOLYHULQJ ODUJH VFDOH GRQDWLRQV WR KHOS WKRVH

LQ (XURSH DUH FRPPLWWLQJ WR)©hEFB QUGB THFdHW ILJ W JHU DOG *LDOW JRRG IRU DGYRFDWLOJ
SDULW\ DQG GULYH LQFOXVLRQ %KWE& GQ MOKD UHHWMDD @NBIGG W K R Q SURJSDPV DQG )IRRG VLRSI D GQ
&RQVXPHU 3DFNDJHG *RRGV LQGRRMSID\QBEKR®DEY D OHDGHU LQ GL OHDGHUVKLg Q
'"HOKDL]H ZDV WKH RULJLQDO VSRRNKRLORHW ZH B0 B YHHD/GFL B O
DQG RXU &(2 )UDQV 0XOOHU WKHRQ BKR® WIKHIDD/GRD\QFR '( 6WRS 6KRS ZDV QDPHG 9,$%,/,7< ,QF V
$SULO RXU &(2 (XURSH DQG .OGROHV .D {QEXUQ](TXBX\/DQIBQ:(X\/LRQ(PS@\FU
:RXWHU .RON zZDV DSSRLQWHG D2WKHU "(, DGR GV R \KH IQEOMYV
/($' THWZRUNxV $GYLVRU\ %RDUG%6 UHFHLYHG WKH LQDXJXUDO H'-PYQ‘UJQ/\IP\Nb\E SWF‘{{P\W@QLWLHV DQG ZRUN H[SHULHQFH
+XPDO 5LIKWV &DPSDLJQ QIRfQ)((QV(IB_B?/V$ZIR?(%G I[URP WKH 6 KHO¥FR SHSRKRY VWRUH WHDPV SURYLGH WR DVVRFLDWHYV

*7$17 &RPSDQ\ zDV QDPHG WKHVKp@WMREKQYLWLHYV RU GLVDGYDQWDJHVY

&RUSRUDWH (TXDOLW\ , J'-R%DO &KDPEHU &DSLWDO SHIYLRARHARRBAU \HDU LQ D URZ 3HDSRG 'LJLWDO /DEV

7KH $KROG "HOKDL]H 86% EUDQGV JPRBW &RUSRUDWLRQx*V ZRY PRYSIMM Rl kY WA OxV U%HVW 30DFHV 7R :RUNU OLVW
*LDQW )RRG +DQQDIRUG 3HD3R§K[§#'SWFP@ RPEWVKH <HDU DW WKH’W@L@D%W\d\MLQQ FFR@SHBQQ'.,\?BVDWDO '

0,
SHWDLO %XVLQHVV 6HUYLFHV 5%"fDUQﬁ“(’R'ﬁHO(i*KERﬁJWLRQ FRPSHQVDWLRQ DQG IOH[LEOH/ ZRUN RSSRUWXQLWLHYV

DQG 7KH *,$17 &RPSDQ\ ZHUH UHFRJQLJHG D ,
%HVW 30DFHV WR :RUN IRU /*%7@H(]'DXD:’CDLJW‘?<V SURJUDP OHJID IRY Y SIRESPREHEx ZRUN FXOWXUHV LQFOXGLQJ "(,

DJDLQ LQ 2XU EUDQGV HDUQMB ‘SN HUMMWYVPRGHWQFOXVLRQ VHEHRREL @k PRS JSHRS @iy ILUVWO LQLWLDWLYH
RQ WKH +XPDQ 5LJKWV &DPSDLIJWKRXE@SOWIHRY WU DQGLQJ $ZDUGV *DOD LQ

&RUSRUDWH (TXDOLW\ ,QGH[ %&F KPRUHVW LQ WKH FDWHJRU\ %HVW '"LYHUVLW\
/*%74 LQFOXVLRQ ,QFOXVLRQ (PSOR\HU %UDQGLQJ &DPSDLJQ

$KROG "HOMOAAXBO 5HSRUW
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,Q DGGLWLRQ WR WKH PVWSLULEBO W B S+FE 6SHDN 8S /LQH $SSUR[LPDWHO\ RI U

GLVEXVVHG L WKH FKRSWHWKLFDO SULQFLSOH3SKROG "HOKDL]H DQG LWV EUDQ &V bl ®P\GdH DR BR PPV OV LQ 2
(OY] lm@pm@ﬁ,\%@G SW SKROG 'HOKDLIH RXU HWKLFBb WLAREIL SR DU LQFoXBHORRAY 6SHEN-@3 1 VG JDWHE D
Sk

J U J OLQH PRAWKUBBSERWLOVEHEO yw\ RILQYH
FRYHUQD @AHHUH DUH D S R AR v Yoo o G L 610 1800 7k sSHON 85 /EQHRIBEEGHGOWLDWRG 10 Wk

(6* WRSLFV ZH ZDQW W KUMSSR UMWV FXQ FRPPLWPHQW B Rl P, BYRRG*xV DVVRFLDWAEY WRRYE BYWH @ LHHS ZUWRA B! VLY

A

QWLQJ IUDXG |
HLWKHU EHEDXVH WKHUHOHKLDQW OHIDO DQG UHJXODWHR ﬁ%@wcwwi%w&géu vxssoVRRBY Y Dl & Wi

) o) RLFHV UHODWRGEWRFRWE ERWV FHUQV DERXW WA ¥R SHHDPHUKRY$RRoG '"HOK
PDQGDWRU\ UHSRUW L QEMWRSLHEY “REY =) (WKLFV HRR ISRVEERBLOMRPP WRRQV RI 0Py FROHFL HZQR R UHRIRUW Y U
EHFDXVH ZH ILQG WKHPRDWHRWEH ULIKWYV FKRLFHV DQGRIYRIRYEWRXRQ +XPDQ SLIKWMY gHY RQ D TXDUWHUO\ EDVLV DQC

HVVHQWLDO WR RXU E)E\%'g_'%\’wR\{VQ)VHKVLSR\;SLEV\(JKD528OVHHDUJ%%W?%EH?%W%%HF/;%‘QrJPQG Vb IKiHy DQGE%QWE%WR@@@@@VL&JVV WRLPS
G S%H::(jh KRXUV SHU GDY SHR

WKRXJIKDWHKH\ PD\ QRW (A BTN sURYLGHY IXL 5D RS CE A B R b g o005 03 S B IO R SR WH & LYV X HV

DVObPDWHULDODWRSLFVZKHUH WR DVN IRU DGYLFH RU UPSRUWRR FROSQPARRE HIbWH , WHOK BLER @@ hﬁwLB@D ¢/ FRQGX

HWKLFV EUHDFK VHFXUH VHUYLFH KRVWHG E\ 139§ XOMKUgE APNYdE DPRQJ DVVRFLDV

H

g
N
7KH SULQFLSOHV LQ WKH &RGH D@k \L\ fF DRFX S VVRWHSWW DOO B M QWY H Y Btk We YUK H DEFHVVLE
Rl $KROG 'HOKDL]H DQG LwV EXAHFWWH RPY BEYPRGEV* LQWUD *JPWVLH%V \Fwﬁljﬁss D',D\l'- SR/QLQSHH
OHYHO DQG DERYH DUH DVVLJQHEX P}@%S(@%@(&B%%@H RYKLFV W ,%NQH_%E‘] EyQFéVR FROGXFWHG D VXU
(WKLFV WUDLQLQJ ,Q DGGLWLR®GRWRXQdk 8IF RAFYRG pPVKH QWDHAKE IR B Y UNHG ZLWK 1$9(; WR
RXU HWKLFDO SULQFLSOHV DUH PRFPXRM KW Y ARWE-RE &ROMCWELY 5 PREH 7 :
DVVRELDWHY WKURXJK RXU 7HEWPL WY $RFBh WERHOLHy DV_ZH 0P B Y RVHWHWHWVIHE 6 SHD N

SDJHV OHDIOHWV SRVWHUV YL%&'@OBWW‘W*‘@KMG’@ﬁQ%D"H HthFYﬁ_ﬁ?WOFLF‘B’WLRQ

DQG LQ D JOREDO (WKLFV :HHN 7KH IXQQ &BSHDW 8S OLOHV UHF$KR®IG '"HOKDL]H DQG DOO RI LWV I
DYDLODEOH LQ WKH ERUSRUDWHyUJRERHMP@P QFH VHFWIRQ R RIHQARPKUDHHHIDLVLQJ FRQFHUQV DE
RXU ZHEVZIAWHDRROGGHOKDL]IH FRAHODWHG WR LVVXHV WKDW DU HE WKSLYRIRQOR K 3Q 8 O HEO E\ ¥H5R O D W L

QO DGGLWLRQ WR RXU &RGH RI (WKH¥EY LMY XHY FRQVLVW SULP D UIHOZ IRD O/ @ RAQ LEHWMRDGLDWH RU DOO!
JOREB®HUQDQFH 5LVN 0DQDJHPMSWOBELVVXHV XQIDLU WUHDWRMRWH ZKR LQ JRRG IDLWK UHSF

&RPSOLDGEHIUDPHZRUN WKDW DRI lf,ﬁz@wf\,y@-y LQDSSURSULDWH.EEBRI/LERRU $Q\ IRUP RI GLUHFW F
PRQLWRUV NH\ ULVNV WR RXU E®\PL mga@éé’ 'T%'-\A?;k';é?v\;'“)uDV%EE”W“&%XOWFLELWHG
IUDPHZRUN LQFOXGHV SROLFLHV DQ o

UHODWH WR LQWHUQDO SURFHVVHVPRG GCLYVHBERL GRHWLRQ 1'&%4UFUX’\5<W\”RQ DQG EULEHU\
UHSRUWLQJ FDSLWDO LQYHVWPHRWRP Sk PHH L%JJVDﬁd?XU VHQERB D GINPIHAW QG LWV EUDQGYV
WD[ DV ZHOO DV OHJDO DQG UHIXWHYKYPRRVANVYRXYFH UHODWHBQAWXKWMYVQ WKNVILQHVVY LQ DQ HW!
GDWD SULYDF\ FRPSHWLWLROQ D@%Vm'\NHWé&QWOb HSRUWHG LVPPXHHPZHURCZRRNSQ\DRH ZLWK WKF
FRUUXSWLRQ DQG EULEHU\ ,Q VDIWW\uH zHHAP@RVHH WKHIW GERXKQRYHUWY DQG MXULVGLEWLRQV
FULWLFDO FROQFHUQV UHODWHG W VWP FH REXGY LURQPRKEW B KRRGFRBPHWWPHQW LQFOXGHV FRP
LPSDFWV UHSRUWHG WKURXJK WKH *P&FuPPRORWNRQ RI'D ODZ UHODEWIOQU WER DWW L._F RAKHX SRR RE
<RX FDQ UHDG PRUH DERXW WKHPWH PRIZRRWGHSGWE WKH DSSURSHOK DN H @R EH R d WIRIRMRO R WX L
51 VN PDQDIHPHQW IRU UHYLHZ DQG WR SURPSW UHXRBOY/WIRQ DOQG SAURKIHELW RQLA!
- LQYHVWLIJDWLRQ $00 UHSRUWVFRIUWXEMNWRIOCRRY RUIFTURU QFOXG
SROLF\ ZLOO EH LQYHVWLJDWHGS D@ & @WMYHI WIKHV@F KDMW DYDLOD!
EHHO D YLRODWLRQ DSSURS U LDDWIY RRIDWEW DS BAVWL R UH\O/H G
EH WDNHQ DQG UHPHG\ SURYLGHWGUDLQLQJ DV ZHOO DV LQ WUDLQ

n
Pl

$KROG '"HOHQXABO 5HSRUW
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WR IXQFWLRQV WKDW DUH DW ULV RIFFRQFRKQWHYOW WR KXPOXP DQIJKMWKWY 5HSRUW  :H IRFXV RXU VRFLDO FRPSOLDQFH
FRUUXSWLRQ DQG EULEHU\ % DVihG, Rz B UnwiRQIWW BARLRR P D Q UmevaaLmewszmewqrﬁé%%&FWMRF@QP%RFDWLRQV LQ KLJK
VAIVWHPV DFURVV RXU RSHUDWLRQWG XURDBROGYADWEHQI) GHGLFDWBIROWVRSEGQ@BRAWLQJI7KH UHSR UMW IR@N IRUL %6&, DQG RXL
6SHDN 8S /LQH WKHUH ZHUH QRELQALGHRAFHWRIFDOO\ DQG DQFRRUMIGHLRUREHHY YWD GH VLQFH FRPH R&Q(%\GSURJUDPV DUH VSHFLI
EULEHU\ RU FRUUXSWLRQ GXULQJUWEH \SPW RI RXU &RGH RI (WKLAQKDH]HHMVBE EWY ORFDO EUDQ@@%@HF&’XUPP(MFB@DMRF'—DO LVVXHV \
1RQH RI $KRO G VHOKDQEY LQF XUt REBKpRWKHU 5RDGPDS RQ +XPDQ 5LIKWV $V DU IRREHEROPRRRQ.Q DEGGLWLRQ

OHJDO DFWLRQ ILQHV SHQDOWLHV RU \k@\@wOMBﬁQWHpNM@ﬁWQ PDQ SLIKWV WKH +XPDQ 5£RONP BHGRUNP eF - 2L W' Uil 2

WR DQWL FRPSHWLWLYH EXVLQHYVpHEeDEWERHNMKLRX WO LQHV quémﬁ;\m(?w ZHUH UHYLHZHG WLWKV6% O Hd-YORY F® ERG RQ RX|

Q Y QDO OHDGHUPNLEC gy WK SY YXFW FDWI

ESPGSVC\)/ESUFHHZZHEJV;'KQSD\/Zngb"EJFH%QWPL%%WQQWW@'WRQ LPSRUW ﬁwfﬁ_—; goﬁq,gbﬁ\}va 7KPPWRIED QY IfS KB WL RIGF JHRIUDS
Q ZEPWLRRY SXEOLVKHG LQ YHO GL\PFR)(”H’IPFE@\% dw(u DSSURDFK DQG \
6HFXULW\ DQG SULYDF\ [REQFLGH ZLWIE WL SXEDLFOW % % DQG PYG HKIRTHY W KLP@ ODERU DQG IR

JEWY SHARYY HWKH z L WK

3HUVRQDO GDWD IURP RXU vaw VH&W R%%ﬁ (%%3 HOHYD%WE @%g’ﬁ %&m@?ngUNv DQ 5'-JKWV 5HSRUW

DQG EXVLQHVV SDUWQHUV LV HQ) \%ﬁ LRQ ZLWK NB\WRMW HXPDQ 5LIKWV 5HSRUW §HP¢*|5|3\HDL)’\UER+QL%Q|QQBﬁFHVV WR UH
EXVLQHVVHY DQG ZH VDIHJXDUG IN'H @f WLILHG X SEDWDH® WK D & HE H WEHHEU RUHU FIRPR YW B AW W Y RD @ HH/ISHEL YH KXPDQ
FRQVLVWHQW ZLWK UHOHYDQW WR KXPRRPDIQ KWYKIYGWKURXJIKRXW RX§ R %l—PLﬂﬁN%'th %‘?a-ﬁ/\/ WR DGGL
OHJLVODWLRQ DQG UHJXODWLRQN, LQ V RFQ. MWK\H \QX B SG\L WH.IRIQQW FH WK FIX v K WK'@HR{DQPEH? H QRW EH
TR A DS oo kmmroe e LrE Sty e coRipHRaS ki

% X VL Q MARV LDHPH G X PRQWKH UHSRUW ZH
I * 86RFXP“QVWEP@,{R“‘?FGJJW”K'”“@”“@WWR"‘“UQDQMP'RL”@CKV’%D& Taiia bos oo
R JDQL W R & DLROOMMR R QG U H VE

GHWDLOV IRU RQOLQH RUGHUV ?e Hi ?MQ &é%ﬂ&#ﬁé@HvaQsmgmyw BWU: FIFlBNﬂ’PLWQPQHQW DRV YWy it DOVR H[SODLQ KRZ JU
JXLGH KRZ SHUVRQDO GDWD LV RIXQID G D¢ *XLGHOLQHV RUIDQLIDWLRQ DQG KRZ ZH HQIDHFKRQ LAEPHBUH LPSOHPHQWHG L

DYDLODE QZLERLENROG "HOKDL]H BSs JKWY D G HWK WKURXJIK Q4 ¥ BARWERMND W BRRQ ALy WKH VW
HDFK RI WKH EUDQGV KDYH D SULKIDPBRYRWLRE RRU+XPDQ 5LIKWY 1 QLQJV SKROW LASRHP \(y $QG ILQDOO\ ZH L
FXVWRPHUV DQG DVVRFLDWHYV LOURKQB IMKMKNGR FoO CH DW BIS0V W D %lg% GLUHFWHQI&Q#U% \yRWKH 6SHDN 8S /L

K40
REOLJDWLRQV DYDLODEOH RQ WRKSHLUD MHRQMWBQG LQ WKH VXSS JHQHUDOO\ WK URXJK
VSHELILF YXOQHUDEOH JURXSV E%@&ﬁ& D&%@%B\A%Wou&gsgsggg% () AU B JEWKH U 1HHG

OLPLWHG WR ZRPHQ PHPEHUV% ﬁ\;ﬁ_{ L SHUVRRXYHSHEN 85 /ILQH DGGLWLRQ
FRPPXQLW\ FKLOGUHQ SHUVRQ %LWI%| L DEE8 \K;LDIQV Q % H FRQFHUQV FDQ DOVR EH VKD

PLQRULWLHYV UHIXJHHV PLJUDQW PRVRHUS ®ME RXU RYHUDOO |-IDFS[$LL,CRLQj:JK|—NV\R(QF)(\)-#DKROGGHOKDL]
LQGLJHQRXV SHRSOHV 7KH 3RV IO DR QHRRFUHHDFOEH WKG\ RSHUDWLRQDO SURFHVVHV ZH XVH WR
H[SUHVVHV RXU FRPPLWPHQW E\PLQARJPBHRRXUPSDFWY DQG PDQDJH WKH VDOLHQW

DSSURDFK WR GXH GLOLJHQFH DIQ// SHWRY.IQGRRU REOHRSHUDWLRQV DQG VXSSO\ FKDLQ
LQIRUPDWLRQ DERXW KRZ $KROG KH ¥ KA G XMWY REVGY R1 (QJDIJHPHQW

EUDQGVY SURYLGH DFFHVV WR UI—ZFKI-L(EK GHILQH WKH PLQLPXP KXPDQ ULJKWYV

HEWL ROV WKDW ZH H[SHFW RXU VXSSOLHUV WR
7KH 3RVLWLRQ RQ +XPDQ 5LJKW >p

RSHUDWLRQV DQG VXSSOV FKDLQY ggggl‘_’vﬁﬁbﬁg QW DV ZHOO DV DQ H[SODQDWLRQ

RPSOLDQFH DQG FULWLFDO FRPPRGLW\
'HOKDL]H EUDQGV DQG EXVLQHYV JQJ)%B AQY'FPUIHWY WR PRQLWRU ZRUNLQJ
DQG IRUPDOO\ DSSURYHG E\ WK WL Q Q

D%% PL\%LJDWH VRFLDO LPSDFWV LQ RXU
&RPPLWWHH 7KH ODWHVW YHUV%E% SLOV\ 'IQK ‘:8
RXU ZHEVLWH

$KROG '"HOHQXABO 5HSRUW
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S5RDGPDS RQ +XPDQ 5LJKWYV

,PSOHPHQWLQJ RXU 5RDGPDS RQSB-I)D\SBBSDBJ WXPPQ SLIKWY
KDV EHHQ D OHDUQLQJ SURFHVV :LWK HYHU\ VWHS ZH
WDNH ZH GLVFRYHU PRUH WKDW QHHGV WR EH GRQH

7KDW LV ZK\ ZH LQFOXGHG DQ XSGDWHG 5RDGPDS LQ

RXU +XPDQ 5LJKWYV 5HSRUW

7KH ILUVW VWHS LV WR IXUWKHU IRUPDOL]H RXU
DSSURDFK WR GXH GLOLJHQFH LQ OLQH ZLWK
SURSRVHG OHJLVODWLRQ DQG WKH H[SHFWDWLRQV RI
RXU VWDNHKROGHUYV

‘H DOVR UHFRJQL]H WKDW WKHUH DUH OLPLWDWLRQV
WR RXU VRFLDO FRPSOLDQFH SURJUDP 7KDW LV

ZK\ DV D VHFRQG VWHS ZH SODQ WR UHIOHFW RQ
KRZ WR HITHFWLYHO\ XVH VRFLDO FRPSOLDQFH
DXGLWYV DQG EHWWHU HQJDJH WKH EXVLQHVV RQ
KXPDQ ULJKWYV

$vV D WKLUG VWHS ZH HQFRXUDJH HDFK RI RXU
EUDQGV WR HQJDJH ORFDOO\ ZLWK UHOHYDQW
SDUWQHUV WR DGGUHVY WKHLU VDOLHQW LVVXHV DQG
SODQ WR VXSSRUW VRPH RI WKDW ZRUN DW WKH
JOREDO OHYHO

$Q0G IRXUWK ZH EHOLHYH WKDW UZKDW JHWYV
PHDVXUHG JHWV GRQHU DQG ZH DSSO\ WKDW
FRQFHSW WR RXU VDOLHQW LVVXHV DQG SURJUHVYV
RQ KXPDQ ULJKWV

)LQDOO\ ZH VHH RSSRUWXQLWLHV WR IXUWKHU
HQJDJH ZLWK DIIHFWHG VWDNHKROGHUV DQG EXLOG
SURJUDPV WKDW DUH FROODERUDWLYH HIIHFWLYH
DQG WUDQVSDUHQW

$KROG "HOMOAAXBO 5HSRUW
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7KHROORZLQJ FKDSWH UL BA2RSEGITGZHY P &A%V%K%HPPHP;HR:IJVV\(/RKSW/KRHD%%W R L TR DG

DQbRYHUYLHZ RI $KRO@OL|EIWEFE%W\PQG WKH GH I Ul Des KR By ZH DUH DFXV
J W R HD O Ve K \RY QP BbDl\WABBBLWWHH - Ky ;g WMy HKOGIRIRQVILE QB IBFWL QI w

DFWLYLWLHV DV VXSSRS@&@%?&\%QJL %%Qé\lﬂg\? OLKFgFg({%{\pVHHLQ‘] VXVWDLQDELOLW\ yiRzHB FKDQJH RXU EXV

L
WDLQDELOLW\ &RPPLWWHH D -
)RUFH RQ &OLPDWH UH LPD\é/Jl_Ii-iCI;:&I LVVXHV O VXFK DV G bhlRIHY WRWALIRIQ & RPSDQ\xV ORQJ; %f}i/wgghwq%pﬂ%gﬂb )/E\SJ\\/IVURR;KTD%\)

JLODQFLDO "LVH GKRWXUIEMRGLYHUVLW\ ORVV DQG SROOXWUYRRGO ¥ RO WW HEX W B OV R DA Q0 0
DGRSWHG WKH 7&)'XV FOLPDWH FULVLV DQG ZLWK LW Fwﬁyo@wmwwnm@@pw@\pwgawxm\? g%%%?&%%aﬁ%wvﬁdv%mp
UHFRPPHQGDWLRQV D GWHKH BIODQHW ZKLFK XQGHUSERM WKPPLMOH BEHNQ U HRY PRIV L E SHKHDLO WKQ ISR RIQIHW MWvKB NH\ FRPS

XN DELW LW FRPSDQ\xV VXVWDLQDELOLW\ W HOHTWW e iKii@®DIWMAKA | QERYEXK VG D LY B
UHSRUWLQJ LQ OLQH Z WK WP FXOWXUH GHYHORSPHQW DQG DWVR& RKYIDWRHRDFK WR DGGUHVVL
ZKHUHbSRVVLEOH *29(51$18&( 6XSHUYLVRU\ %RDUG LQ IXOILOORXUY ERRSRRMUREINWY RQ ERWK Wi

. U WLHV IRU ULVNV B8 bbb AKR QWKIHR@RREX B EPKVH- Q H \
Q WKLV FKDSWHU  ZH GLVFXVV §§%Q'QNWLQ3KWK] W%ﬂgy+ﬁ5$%%wgq§%§ W BL ODES QLW HRIRIWMVWR FRRSIRXZILWK WKH 7&)
RSSRUWXQLWLHV IRU RXU EXVL%‘WBQQ\’P TRYR H 'S o Mk b L%bq b HELSAVRIWRY\ %ROUAQHVY DFWLYLWLHV LPSDFW W
FKDQJH :H H[DPLQH KRZ RXU EXVYKOIHVRPSPSDEWYLVNYV DQG RSS“-\FJL;‘R%QI%F&;R_H\}/WH%IRUPD °RQ RO H
RXU HQYLURQPHQW WKH FOLPDWRLEOY WWRKDSFW LRV zH RXU QWWI@LRQY%'%?@‘:WN&\BPPLWWHH ng%%gg%ﬁﬁ QG WKH EUDQGV
DUH WDNLQJ DQG SODQ WR WDNHLKER MWD BARE WXIRWH2ITLFHU 1 R R UH QHW JHUR
ULVNV :H DOVR GHWDLO KRZ ZHYRYSRQVRK VKH RYHUNVRIKWIRILERAY FoLPDWH DFURVV RZQ RSHUDWLRQV E\ \
DSSURDFK :H KDYH LQWHJUDWHS/EID@HF";@%%WB E@,HY@V&KRHsglngvﬁ);% %%%@%@ﬁWDV\\&FE{FOLPDWH F K DRQ @ EBHRH’HHHQH‘%\RWFGEXVLQHVVI-
G @) R EFDO-\ WK RXU EUDQ & @QWMDbGH YXIBISO WHOPPLVQ SURGXFW\
HE_DVIJ’:SC?XXL%HV\CKV\I:K;(;Y(;DK\TVEWFI\<NDK(;5|F1D FwAL KRR DQG EULQJLQJ @J@IQSWQ'@Q@@HW[#G&WS‘OMPHQWQLQDWHWLVRIQD/QZLWKL/@R@}HH JRU PR
(QYI1 URQPHM®DREXY &DUFRQIHPLIVY R WoWR WKLV LPSRUWD QM BWE Y WHHU\ MM KDV GH G L\FHHBMDHL.® DD FWK D Q JH VALEWIROPXQG

ODQDJHPHRIWG DQG ([HFXWLDW RRRRPWMRHY VFRSH DQG DQEXKIWMKH YDOXH FKDLQ

,QIRUPDWLRQ RQ WKH (8 7D[RQRPHOY DYFAKBHHDQWK DQG 6XVWRERSELOLMHERPRHWBAHHERQVLVW VVREL
WKE* VWDWHRBQWYLURQPH@WDRI WKH 6XSHUYLVRU\ %RDUG LQ QkRHALWEWRPWOWWNXFK DV VW R %:H\gjcgés ﬁ&% ';F('?"/&T\g'-lQ
FkDQJH soMmdes sruw veiEwWILRG lév" DEND U\ OHDGHU

DGGLWLRO ZH SURYLGH IXUWKHWHLYQFRAUPPWLRQ RQ FOLPDWH  yWRUH PDLOWHQDQFH DV ZHOO Ekpv %
2XU &KLHI )LQDQFLDO 2ILFHU PEQRQAMWOREHRANs RY HWR I WD Q FHVRK HG BB U EDFROEL W KH BRXWHG 5DFH W
RXU FOLPDWH UHODWHG ILQDQFERQ [[RMW//Y LMLV ONYE WKH DFKDLRY HPRUFWL R 1 RKAD WHIRSH VRE V& D Q (
UHSRUWLQJ VSRQVRULQJ WKH 7&hoRQRGF(BUERQ HPLVVLRQV UHGRPWRRY HyvBEIMLMHZ QEFH QW D O

7D[RQRP\ ZRUNLQJ JURXSV WKDW, ERREH by
FROOHDJXHV DFURVV RXU &OLPQ_\@I#ngLWgDIBRw@GQdé\gSSVL{/ RXU VKREW ARG ABRQLYEPBHPEHU RI Wt

=<t
E
7
xJ
T2
N o®
vl

DQG )LQDQFH WHDPV DQG PDLQWDLQ GD\ WR GD\ SHVRXUFHV ,QVWLWXWH :5, [ [

RYHUVLJKW RI WKHVH DUHDV 6HH DOVR KRZ ZH UHGXFH IRRG ZDVWH DQG D VLJQD
PDODJH (6* SHUIRUPDQFH DV H[SODL@HE2 XN WK rRUsaBwmLo 3ODVWLFV (FRQRP\ *OREDO &RPPL!
QWURGXFEW L\RHF WRR(® * (OOHQ ODF$UWKXU )RXQGDWLRQ L¢

WKH 81 (QYLURQPHQW 3URJUDPPH
SODVWLF ZDVWH DQG SROOXWLRQ
LQIRUPDWLRRG ZIDE@XVWDLQDEOH
SDFND XM@Y URQPHQWDO

$KROG '"HOHQXABO 5HSRUW
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$KROG 'HOKDL]JH RQJRLQJ SURJUDPV DORQJ WKH YDOXH FKDLQ 9,6. 0$1$*(0(17 &OLPDWH UHODWHG ULVN D

&RPSDQ\

3KDVH ,,, DQG EH\RQGKDVH ,,

DQG EH\RQG

$KROG "HOMOAAXBO 5HSRUW

30DQHW DC(
VRFLHW\

3KDVH

XS WR -XO0O\

&OLPDWH FKDQJH LV D SULQFLSDRHIZEN WIRYSIGRIOGFOLPDWH UHODYV
'"HOKDL]H WKDW KDV WKH SRWH QRWIMRUCGFDY WIRULABY ULVNV UHOD\
GHJUHHV O WR LPSDFW RXU EXVDQHRZHUQFWKHEHRKRBRQRP\ WUDQV
PHGLXP DQG ORQBIWNIPQ®HH ULVNV UHODWHG WR WKH SK\VLFD¢

RSSRUWXRUWIRHM LQIRUPDWLRQFRQ RMXU SK\VLFDO ULVNYV

SULQFLSDO ULVNV 7JUDQVLWLRQLQJ WR D ORZHU FDUT
‘H IDFH SRWHQWLDO SK\VLFDO UH@WWD LORP[\WMHIQWHFH SROLF\ OHJD
ZHDWKHU ZDWHU VFDUFLW\ DQGPRWIKHW AKBGWWNRWR DGGUHVV PL
FOLPDWH FKDQJH RQ RXU EXVLQBIGNSWIOMNLR@Q@UHTXLUHPHQWY UHC
FRQVXPHU SUHIHUHQFHY DQG | XMKOQI B ROLFH @R®JI RQ WKH QDWX
UHJXODWLRQ DVVRFLDWHG ZLWHKR¥FKN RKWWHVR BKORZHV WUDQVL
FDUERQ HFRQRP\ SUHVHQW W UD®QNUWIQRQOUI\HNOW ERIWLDOWAELDO DQ
RSSRUWXQLWLHV IRU RXU EXVLQ@HYRUJDQL]DWLRQ

$KROG '"HOKDL]HxV EXVLQHVV VVWBKDWHDOSURWNGHNMHDXOWLQJ IURP
GHJUHH RI UHVLOLHQFH WR VRPHHRHWHKMWHCGULYNY DFXWH RU OR
SDUWLFXODUO\ WKH SK\VLFDO UVYKNNV RW®W H[®PRIWH BODWWHUQV 3
GLYHUVLILHG VXSSO\ FKDLQ DSSIURDRK IKIHID § F SWOR FDURLYRRGW IRU R U
VRPH UHVLOLHQFH WR WKH LPSDGFWWHRW FCOOLPDIWHWK DQYH WY DQG

RQ SDUWLFXODU DUHDV DQG RXWXOSHOVUHKKINYLEDOUXWRURQ 2UJD(
IRRWSULQW ZLGHVSUHDG UHDF IS DQI® PPXIDAFIH FKI\QOAHVCR EH DIIHFW
EXVLQHVV SURYLGH VRPH UHVLOAHRQHEYH BNRD S R WHICONMDO VRXUFLQJ

ORFDO IORRGLQJ DQG KXUULFDQHRRWWERWWYG HIWUHPH WHPSHUL

7KH SURFHVV IRU DVVHVVL o "H BROLVHY RSHL
QJ D M‘&%\Xﬁé/ Qiﬁq:é“DVVRFLD'

UHODWHG ULVNV LV WKH VDPH D Vit

IRU WKH SULOFLSDO ULVNV DQG $IWRG BV HOKEHGHLQVWRBORZLQJ D S

VHFWALLR/QY. DOG RSSRRWRRUWLHKHOS XV XQGHUVWDQG WKH SRWH:(

LOIRUPDWLRQ RQ KRZ ZH RIDVQ\D J A KWDLQYNAV RQHRIXY EXVLQH
PDQD.JHIPIH@ WRYH U ¢ F&KPH W H U

$V SDUW RI WKH (QWHUSULVH 5LVN ODQDJHPHQW

(50 SURFHVV RXU WHDPV KDYH FRQVLGHUHG

FOLPDWH FKDQJH DV D ULVN RQ D EUDQG OHYHO DQG
LGHQWLILHG PRUH VSHFLILF ULVNV DQG PLWLJDWLQJ
DFWLRQV 7KHVH ULVNV DQG DFWLRQV ZHUH DVVLJQHG WR
VSHFLILF RZQHUV LQ WKH EXVLQHVV IRU PLWLJDWLRQ DQG
PDQDJHPHQW
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"RUNRPSOHWHG SULRU WR

,Q $KROG '"HOKDL]H FRQGXFWH&OSLKDR/WH UEhPpWHG YXOQHUDELOLWLHYV
ILUVW JOREDO DQDO\VLV RI FOLPDWH UHODWHG ULVNV DQG

WKH SRWHQWLDO PDWHULDO LPSDFWV RQ RXU YDOXH FKDLQ

‘H GHYHORSHG WZR FOLPDWH VFHQDULRV LQ OLQH ZLWK

§& DQG §& WUDMHFWRULHY DQG LGHQWLILHG FOLPDWH

UHODWHG YXOQHUDELOLWLHY VHH GLDJUDP WR WKH ULJKW

WKDW FRXOG LPSDFW RXU VXSSO\ FKDLQ VWRUHYV

ZDUHKRXVHV UHYHQXHV DQG JURVV PDUJLQ E\

DQG EH\RQG

Q ZH SHUIRUPHG 3KDVH ,, D GHHS GLYH WR
XQGHUVWDQG WKH H[SRVXUH RI WZR ODUJH $KROG

'HOKDL]H EUDQGY RQH LQ WKH 8 6 DQG RQH LQ

(XURSH WR FOLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHV

2XU VFHQDULR DQDO\VLY PRGHOHG WKH SRWHQWLDO
ILQDQFLDO LPSDFW RQ WKHVH EUDQGYV LQ WKH \HDU

XQGHU %& DQG 3& WUDMHFWRULHV XQGHU WKH
DVVXPSWLRQ WKDW RXU EXVLQHVV DFWLYLWLHV DW WKH
VHOHFWHG EUDQGV UHPDLQHG DV WKH\ DUH WRGD\ VR
ZLWKRXW FRQVLGHULQJ DQ\ DFWLRQV WKDW $KROG
'"HOKDL]H PLJKW WDNH WR PLWLJDWH RU DGDSW WR WKH
DGYHUVH LPSDFWV RU WR LQWURGXFH QHZ SURGXFWV WKDW
PLJKW RIIHU QHZ VRXUFHV Rl UHYHQXH DV FRQVXPHUYV
DGMXVW WR WKH QHZ FLUFXPVWDQFHV 7KH PRGHOHG

ULVNV XQGHU WKH §& DQG %& VFHQDULRV DUH

PXWXDOO\ H[FOXVLYH ZH KDYH QRW DVVHVVHG D
VLWXDWLRQ ZKHUH SK\VLFDO DQG WUDQVLWLRQ ULVNV RFFXU
LQ SDUDOOHO

‘H VHOH KW HG WWR/MNW ZH EHOLHYH
JUHDWHVW SRWHQWLDO WR LPSDF
IXUWKHU IRFXVHG RQ IUHVK SURG:
NH\ EXVLQHVV FDWHJRULHV ZLWK
SRWHQWLDO FOLPDWH ULVN WKDW
LQIOXHQFHG E\ $KROG 'HOKDL]H D«
KDYH WKH DELOLW\ WR FKDQJH WK
SURGXFW JURXSV WR SRWHQWLDO
2Q D FRQVROLGDWHG EDVLV QHW
SURGXFWV UHSEBHWHR@WDO QHW VDC

‘H XVHG WKH ODWHVW VFLHQWLILF
DVVXPSWLRQV DERXW WKH SK\VLF
FOLPDWH FKDQJH E\ LQFOXGLC
LQWR DFFRXQW WKLV \HDUxV QXPF
LQFLGHQWYV

7KH $8& VFHQDULR WKDW ZH XVHG
GHHS GLYH IRFXVHV RQ D ZRUOG Z
SROLF\ LV OHVV DPELWLRXV DQG F
WR D VIVWHPLF IDLOXUH WR DGGU
DVVXPHV OLPLWHG DQG IUDJPHQW
UHJXODWRU\ VXSSRUW IRU GHFDUI
IRFXVHV RQ VHYHUDO VLJQLILFDOQ\
ULVNV

&KURQLF FOLPDWH FKDQJH OHI
DQG DFXWH ZDWHU VWUHVV DQ(
DJULFXOWXUDO SURGXFWLYLW\
UDLVLQJ WKH SULFHV RI UDZ PD
UHGXFLQJ VXSSO\ YROXPHYV

2XU VFHQDULRYVY DUH EDVHG R WIBRYVHESHYHORSHG E Z 7(&+12/2*<
WKH QWQHUJRYHUQPHQWDO SDQQHO%@:?D%'HPLQ W‘ﬁ HDWKHU DFYWHORSPHQW RI QHZ WHFKQRORJLHVv%}JH@NH&uEWéTXHQF\ DQG VHY

HDW ZDYHV VIRFEOAWWH. RQV

DWKHU HYHQWY GLVUXSWLQJ

13&& _QFUHDVH LQ WHPSHUDWXUH DQG GURXJKWV FKURQLF RU FDXVLQJ GDPDJH WR RXU DV
7KH GHHS GLYH IRFXVHG RQ ng E%@@gﬁﬁdp}fgggﬁw 6KLIW LQ FRQVXPHU H[SHFWDWLRQV ZRUOG FDUERQ SULFHV UHPDLC
VL[ SULPDU\ ULVNV GHULYHG IURP WK SRWHQWL 6KLIW LQ EXVLQHVYV SDUWQHUVx H[SHFRMDOWR RIGE WKH ODWHVW VFLHQ)\
FOLPDWH YXOQHUDELOLWLHV LGHQ(\NHJHSIJE!EK LQ WKH LQLWLDO JOR;_E@(Q37$7 21 SK\VLFDO PDQLIHVWDWLRQV RI
DVVHVVPHQW DQG RQ IUHVK SURGQQ‘WS?WWHJ@Q HPQJ L 5HSXWDWLRQDO GDPDJH DQG WRRN \LHOG SURMHFWL
PHDW ILVK GDLU\ IUXLWV DQG YHIRWDEL l-gv SULFLQJ RQ 7+* HPLVYBRRWRI YLVLELOLW\ RI WKH $KROG 'HOKPKIHFMRRSY LQFUHDVH DQG H

SULFLQJ RQ ZDW
/HJLVODWLRQ RQ LPS%UW%G SURGYC\ARPP'FWBFLQ'W/LWB\J\ JKWLR) FKDQJIH HYHQWYVY WKDW UHGXFH HFRQRP

/HILVODWLRQ RQ FDUERQ VLQNV GHSQEVLRQ

/HILVODWLRQ RQ ODQG VFDUFLW\ ,QFUHDVH LQ VRFLDO LVVXHYV

$KROG "HOMOAAXBO 5HSRUW

JURZWK DQG VDOHV OHYHOV
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7KH §& VFHQDULR ZH XVHG LQ WKvEBHSQGWXH YXOQHUDELOLWLHY LGHQWLILHG LQ 3KDVH , BHVXOWY DQG LQVLJKWYV IURP WKFE
UHIOHFWV D ZRUOG WKDW DFWVULVNMVGIRUDIXEWRHYU DQDO\WVLV LQ RXU 3KDVH ,, GHHS GLYH JRU PRUH GHWDLOHG LQIRUPDWLR
FRRUGLQDWHG PDQQHU WR OLPLW *+* HP R O K GHHS GLYH $SVHXXRPRXIFHSRUW

VFHQDULR IRFXVHV RQ WUDQV L \EEHEENIGD AT NS 98/1(5%%,/,7< 7<3( 2) 5,6.
ZLWE WKH FKDQJHV Q%HGHGQE\ ,19(67,*$7,21 2XU GHHS GLYH DQDO\VLV LQGI

HPLVVLRQV LQ OLQH ZLWK WKH 7KH LPSDFW RI FDUERQ S5HFXQDWIORQUBYNFLQJ RQ *#8 Bi@YVWLRQW LGNV KRXW DFWLRQ ERWK VFHQDUL
LOFOXGLOJ SBUILG MODQFLDO LPSDFW RQ $KROG 'HO}

7KH LPSDFW RI DJULFXOSRBDEDVHOG® H[WUHPH ZHD3KWUFDO ULVN 2YHUDOO WKH H[SHFWDWLRQ LV W

&RRUGLQDWHG FDUERQ SULFI GHFUHDVHY DQG \LHOG VVHV EH PRUH LPSDFWIXO LQ D z& VFHC
LQFUHDVHV LQ FRVWV IRU ER UHYHQXH DQG JURVV PD @FQJ**DW LG RTUERE RHEH ZEAHTY WR FDUERQ SULFLQJ DQG D UDSLG
DQG UDZ PDWHULDO HJ GD § QFUHDVH LQ WHPSHUDWXUH DQG GURXJKWAXVWDLQDEOH DJULFXOWXUH &XV
PHWDO XVHG LQ SDFNDJLQJ
Q Q S6HD OHYHO ULVH H[SHFWHG WR EH PRUH FOLPDWH F
/RZ FDUERQ ODQG PDQDJHPH! SUHIHUHQFHV ZLOO VKLIW WRZDUC
VOBHYHQXH ORVVHV UHVXGWQRUHD®RIR LQ H{WUHPH ZHD3KKWIUFDO ULVN Q WKLV VFHQDULR WKH SULFLQJ
HJ &OLPDWH 6PDUW $JULF ¢\ yxSWLRO RI VWRUHYV. D , :
LPSOHPHQWHG WR FRPSO\ ZL poyyupwLRQV GXH WR éog%%wgm\QMY%W\)NUHPH KHDW ZDYHYV RYHUKHDG FRVWYV ZLOO LQFUHDVH
GHIRUHVWDWLRQ UHTXLUHPH § , QFUHDVH LQ WHPSHUDWXUH DQG GURXJK AYLFLQY 7TKH LPSDFW RQ JURVV P
SUHVVXUH RQ DJULFXOWXUDC( ‘ "eHSHQGHQW RQ ZKHWKHU FXVWRP
WKH SULFH RI FHUWDLQ UDZ §6HD OHYHO ULVH SD\ PRUH IRU ORZ FDUERQ SURGXF

&KDQJIHV LO FROVXPHU EHKD  (QFUHDVLQJI FRVWYV UHV X 0QFUGLD WHRPQDN MHUH P H ZHDIKKWUFDO ULVN GLITHUHQFH LQ WKH FRQWULEXWLF

ORZ FDUERQ YHUVXV FDUERQ LQW!
FROVXPSWLRQ SDWWHUQy o CGPPDJIH GXH WR FOLPDWH HANHRIWY 1o HIWUHPH KHDW ZDYHV

VLIQLILFDQW FKDQJHV LQ GH 3K\WLFDO ULVNV DUH H[SHFWHG W|

SURGXFW FDWHJRULHYV § QFUHDVH LQ WHPSHUDWXUH DQG GURX‘]KV\(/VLJQLILFDQW LPSDFW LQ D z& VFF

§6HD OHYHO ULVH EH\RQG /HDGLQJ FOLPDWH VFL
7KH LPSDFW RI FOLPDW H RKTUHDNVRQ Q WHPSHUDWX UM DQGL@URRIWWNN DW FKDQJILQJ ZHDWKHU FRQGLV
HQHUJ\ FRVWYV VLJQLILFDQWO\ LQFUHDVH \LHOG Y

§5HIJXODWLRQ SULFLQJ RQ *+* HPLVVLRQV ORVVHV ZKLEK ZLOO LPSDEW WKH

&KDQJHV LQ JURVV PDUJBBKLURAQ FXVWRPHU H[SHFWDMQAL\WRQWLRQ ULSNLFLQJ RI IJUHVK SURGXFH
FKDQJLQJ FXVWRPHU GLHWYV

$KROG 'HOHIQABO 5HSRUW
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0DQDJLQJ FOLPDWH UHOD®BMRGYAW KRPSRVLWLERXMNGXOWWHRBWUH FUHDWLQJ DZDUHQHVYIIRIQ GRS BP\UH & RIKRI FEHGW K H FD W

DOGbBRSSRUWXQLWLHV UHVWULFW RU EDQ WKH XVH RI FHRGKIFMV *Z kW K WRY B DEHRWR2 KLIKHVW LPSDFW EXW WKLV ZLO
7KH PRGHOLQJ VFHQDULRYV SUHS %HQW JQG LQJVUHGVbESQ HY(g(g\GD\ H86 kpyH spUWSIRFHE L RPKSUYRCGXFW PLI
XVHIXO IRU XQGHUVWDQGLQJ WK B E\k/?h WLD x@DWFﬁ ﬁ\?ﬁSIEQWIDQQVG\WWIDHEQODWIRUP
LPSDFWV RI FOLPDWH FKDQJH RQ TRLY v VAV W R LQ B BROOU g H WDIW URIDPELWLRQV |
WKHUH DUH OLPLWDWLRQV IRU H v DQG ULJ) % ,g_FQEE§d<\GLQJ FOL PO MQHIZDEDFWNQRAKE\ DV D ZD\ WR U
DQDO\WLV UHTXLUHG XV WR SLFN g Q/ ERYVW s Eb Wi 3HDSRG 'LIRRIG UDBWx WKH VKDUS LQFUHDVI|
PRGHO WKHP XVLQJ IL[HG DVVXPS SURSULHWDU\ H FRP DIOWRHKSODWIRWBDUNHG DQ LQFUHDVHG XUJH
U |_ \ DO G BWRGXY W B XBHMLGH WKLV WRR® RERWWMN QU WMLFARPEPG WAHH VKRUW D
H WKHUHIRUH ORRNHG PRUH E%qq JQLlLVD\QW\D\\/B)ﬂ-wiRRPHUV FDQ VHH D/KISGREERBG/RODU SDQHOV RQ DO
LQFRUSRUDWHG WKH LQSXW 'URP ﬁ uv DO/ WRQYREHOVWYKIDWLQJIV IRU VGG 1S SROGUAVQN WY LVEH N WVRH V |
LGHQWLILHG SRVVLEOH SK\V"FDO XUH FERRSOLDQFH ULVNV DQG DOWHUQDWLYHV OLNH FDUSRUWYV
DQG RSSRUWXQLWLHV WKDW ZH V OLONHG WR D UDGLF WR VRXUFH DW OHDVW  RI RXU H
EUDQGV DQG GHULYHG PLWLJDW VSDUHQW\&@Nd-\WIkER_@vUb\V&JNOOODU(NU'hWHULLLNPNFVZQ HQHUJ\ E\ ZR}
DFWLRQV WKDW ZHUH UROOHG RX R1 PDU & W Y KDW HDRY IPRURQ DQG ULVLRG GLQMILRIQ SO LFHLWDO H[SHQGLW.
LPSOHPHQWDWLRQ 7KHVH DFWLR LWRUV FRXOG EH GULYHQ E\ LQFUHD YV HGE GOLHRIN Ol) GF PRULIR @ RWKHWR FR
IXUWKHU H[SODLQHG EHORZ GHSOR\PHQW RI UHQHZDEOH HQHWAIM Y RIOMEW IDROIY IMOKH EOH RZQ V.
JHQHUDO DFWLRQV RYHUODS vy H RFLDWHG WUDQVPLVVLRQ GRYWUHBXINMRKQVRDDU SDQHOV DQ
UQHGX(IgH VFRSH (roTvmlmmnHov\/DP \A%HE’V%ES‘H gv\%%%éiH%(?VRVZVEDUREZRFQ\?\HhUD% FUi?/)l%/wuxpvvxw D QUK W Ri) D\GRISRMLRWRIRQV UHPDLQL
201 PDWH FEOGQMERSH HP LMY L Q X0 LQYHVWPHSW GHWW@JW@J*B \ #BQHR% W H F K Q RIOLR KIWHAH \IKFK \DRO DU SDQHOV DV
IREXV _&DUERQ HPLVVIRQV LQ R lﬁ%&%‘:‘ 2_[9\ ELR5BRQ ?M@ EBQWéQX URJHQ OFRLUW\HDWGH)VJ@U/WRODU SDQHOV
V WR LPSURYH R \LRY WLQJ UHVWULFWLRQV R
7UDQVLWLRQ ULVNYV 5HJ5’(§?E§'W\B¥J\/ k74 DVVHVV WKHy W RERK Fk'o'iivXHUH DOORZHG \N'ZRx'fJI \WWUI%MWWI&’RSWI—V@\XUFLQJ Wi

§
;EﬂELSSV\L/Jv%c[Ff\EU\g5®$§%&EWS%YVB%E§Q§£{%%%W§¢% RVDOV DIDLQYWA EXR QIR YR xwLoLw\ FRV \PU

FRVWV RQ D UHJLRQDO RU QD eieicd HUJ\ DOG FRPPRGLW\ PDUNHV‘\]/UYRO
%W Lé? é\WR LQFUHDVHG x%‘%ﬁ@v(/la'i%v\H\H
Q

DWH ‘H DOUHRGY %F#?Qb‘%RLL’PgﬁHW RXU RSHUP \%259%%’%@%3%NLQ (‘E'RJQ'-RRQS%(;J
HQ

H
DWLO

I
T
O

UJ\ WKURXJK 33%$V
L WA

WR KLIKHU FRVWYV Rl SURGXFW\HDQG WP DFNG PH RXQVFDUERQ | FH QD OfIRH G D UH
VLQFH LW PD\ QRW DOZD\V EH SRVQEONLYR SOFWLRROHPHQWLQX B @ RUHFDVWLQJ 1R B QBURAW Y 0Bl & S XUFKDVH DIUHI
LQFUHDVHG FRVWYV WR FXVWRPHUYL SRIREGWAW XVH DQG EXLOGLQFJFyPIF_,Iﬁ L BQG KLIKHU FR¥®@V DVVEPBEREFM vk  VWRUHV
FDWHJRULHV FRQVLGHUHG FDUH R QFIL®QHOMIWMH) BAXEW XY O & O L PHWH, FFJ%JJ-HPHQW 7KH ZDU L gggg,ygww,:p@mceWR WbLoRU WK
GDLU\ DUH H[SHFWHG WR EH P RRIW HDFEOHVG WKDQ G ED WRU XWLOL]E
JUXLWY DOG YHIHWDEOHY OHG WR PDUNHW YRODWLOLW\ g)? N V5 WiH U

‘H DUH DOVR PLWLJDWLQJ UHJXOBbRRWUNRYN® S WKURXHKY JUDLQ Gy PR EDODINPHOW
§/DQG XVH UHIJRRRWGERPGXFH ORRG ZRUN RQ VXVWDLQDEOH SDFNDYKBY I REEXEFMBAL VR LQFUHDRR JH GHPDOG DW RYH
DYDLODEOH IRU IRRG FURSYV SBXWXUDHODE® MW VREMELQJ UHIRUPKOBNRFR WV R | VAERBXNBIERIDV LQ Vi M/RDPdDC% Q s
ZKLFK FRXOG GULYH GHFUHDVHSURGRSE VRX WSXAG RS WUDQVSDUNGEWEEVRK¥HO RSWLRQV WKDIWR BYW ALK W%o?%%%t@ﬂcw\ﬁ

UHGXFH SHDN GHPDQG IRU H[DPS(
HV
LQFUHDVHG UDZ PDWHULDO SUHFBENQUVHRBXRIORXRXBUDQGVx UDQIHRIROLWEGREH KRY K WULJIJHUV WKDW PRYH +9%& VIVWH

DFFHVV WR RXU SULPDU\ FRPPRIRAWEBIVERQ SURGXFWV )RU H[Dg G,\)E?\]kal/}_\iNRPRKJOCBL WYDWUWHQH RI RSHUDWLRQ DQG PRYLQ.
%HOJLXP RIIHUV JHUR NLORPHWHY PWY 3 KO OH VD ZRU@QZ}HMVZVKFHIQHSWVZ/LL(E@H
LWV XUEDQ IDUP ZKHUH YHJHWD%%HFVRQJ%HDJZ%FEJ FiQCOLPDWH LVVXHV DQG WKHL
WKH URRI Rl D VXSHUPDUNHW ,Wg Q(QJ\#le(\}.Ld%QIE%\QLRU ZLo0 1DVRD lélﬂz\ﬁx'%l\b\gﬁ HQHUJ\ FRQVXPS
%HOJLDQ SURGXFWV WR FRQVXPH K 4% DL ER: o LQWHQE\)q_qugléq)%gpg(ffe,P Y BYRP UHQHZDE
U%(/ KDLJHU EUDQGLQJ RQ SDFNDW'R\QL%FMﬂd\WWI:EY\APLLd\‘d" WR JURVV FBREFOY HEoWRH wKH

PDLQ GULYHUV RI WKH LPSDFW 'DLU\ SURGXFWYV DUH

D& AH) RH S %lé H FRQWUDEFYV
R HQH

(@8

$KROG '"HOHQXABO 5HSRUW
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2XU EUDQGV LQ (XURSH DUH ZRUNWQUIRWR WDRUHD VH ':DWHU LV DOVR EHFRPLQJ DQ LQRU HIMI\QI® \UHDES H WM. |H W K H
WKHLU DVVRUWPHQWY Rl SODQW ERU B GHIKDAXH VDY G Q®'V EUDQ GV \DXUHH LKQWKH. QHVEKWHKODQGV HNGWRVYDPOQWQRWEVPNWY WKDW FD
PDNH WKHP PRUH YLVLEOH WR FXX®RPHUN YRRI GHYHORS VROXWILRIX/LWR D& GMKH/ D YILIVONVELO L WILRIDDFWEO TBVVHV VKRNGIG WKH L
H[DPSOH 'HOKDL]H %HOJLXP UHPURGGBGSERBRMW SURFXUHPHQW UHQWDKXIEL QK ZQ UNKIQUH LV WRRPOUMMAWDBOZDMWHU FDXVLQJ
EDVHG SURGXFWV LQ EOXH JUH HZL W R CBRIRG WRHUYFD®G VAR R S H U D W K ¥HMW WX Q &/Z DQWHN WHYHOV WR GURS 7KLV KDSSHQHG LQ
YLVLELOLW\ RQ VKHOYHV DGGHGUM HQKRXY HR QD EWELM LHY WKDW WK /X8 ERQ W IRU H[DPSOH $$9 RebW XsulpW LHV
FRPPHUFH SODWIRUP VR FXVWR RHHQU\L FRQPHIMW.DO® FRQGLWLRQV RSFHLBD O WR BXDDRGKKNQ QB QR V *LlUgH MW B IH VDR L @ LW/Y MERH D WAR M QB W \
VHOHFW YHJHWDULDQ DQG YHJDQHSURG XPWALYBQIG ULFXOWXUDO 6HNHUML BWR X2XW DU BNB Y\ UDS B RE®d Pijg FIMRWH-QJ WR EH PRUH
LQFOXGHG SODQW EDVHG SURGXFWWWQ BHOWH SURWWFRHUM RQYH VW XRQROQMA R\E® IDG Y DD BWAIHW\ FKBO@OGMHGHIWQREDBYAHYWURQJI GHVI
HYHU\GD\ ORZ SULFH SURJUDP HJ WRPDWRHY DQG FXFXPEHUW RZL® D R Q LYFOQM HRMDLHIVR WV D Q GS ¥HWSSRIVEH 0EAJ \Y @& WB RVRIMQA SDUWL
RlI OHDI\ YHJHWDEOHV WKDW FD Q@RZ G\ KAHW K@ @ HY[MW HPKH LPSDFVWRNEZQD WK NS RQWIWELFOHW\ IRU LWV
SK\WLFDO ULVNV WHPSHUDWXUHVY RU GLVHDVHYV DR@ WIKH WRFSHS GDRHWKHVH SUR G XPRWAL KDVHE H®IIQP B WhHL WHIZEQ J H

§'HFUHDVHV LQ DJULF X&KDXQUDQ IJPIRNAHGWKHLU SURGXFWLRQ DUHDV WR KLIJKHU DOWLWXGHYV WR
ZHDWKHU FROGLWLRQV DUH OLMQIXGNRL\JKJWHIH’_SHQN\MDXL?HV 'H FRQVLGHU FOLPDWH UHODWH GQUKDWNH GRUHSKXKWIMHWLRQ ZLWK VWI

LOFUHDVH \LHOG YRODWLOLW) DOG \LHOG ORVV 7KH SURMHFWY DQG OLPLW ILQDQFLDPO @RMWHVREUSRRFKRDBY WR FOLP
G%FOLQH RI NH\ DJULFXOWXUD@X%JHE:}EJ,Q @ V@V RS LYVSHUVH WISURSEWN VR GYPDOH BLQOA WX VLQH\OL Y QAMHYY Y6RVRXY DPELWLRQV DV
%

*QREDO

DJULFXOWXUDO GURXJKWV DQG WRPQH ¥XGRAORBERBRWLQI ZBWK DLQDYUB QXPBHDLRIVW GDPBXNLUQRF¥VQDMPXUBQKDQFH RXU EUL
IRU H[DPSOH DQG WKH LQFUED@%%G@(E\MJ\@,DQ[QNM MPWHJILF SDBDWQBNIW URYS & HM HUHRQ WHD WK H U (FX BAR R 8 UMY B Q & \R WAHWK B\ VWD N
ZHDWKHU HYHQWYV DUH OLNHO\W@\%WJWQVH&FMWW\WDJWRK\WUVWW@WDW ZLQWHU PWRUMFUHDVLQJION LOWHUHVWHG
SURGXFWLRQ RI IRRG DQG LQ SBY \‘K’/V WLpo FQLPOWH, , (FRESDQLHY WKDW DUH QRW RQOL I

5?5

QKD W R XYW KHU XQGHUVWD, 5\5 H S
SURGXFWV B6XVWDLQHG KLJK WHPSRY P& UHYWN ¥/t o/ RXUFLQJ S’%P % Y VN HOJL
OHDG WR UHGXFHG FURS RXWSRWYRIMXQIRWE H\ ke R4 W g D W H HQ,Q’P'-CE; VRKRE I ngqwtg\k PG S/INX\)U@HQELO\:HQ\J/SI:IQU@LHGLHUVLF;E
LQ VRLO SURGXFWLYLW\ zmméﬁ%f@@@'%@b@v%%ﬁ@ﬂil \% NDQ’\(HFJE,E;@?E@WHH JB WLHW\ RI KD]DUGYQ ¥ RFRF Bk @ QD WX UD O )
KLIJKHU UDZ PDWHULDO SULFHVSUR X Q FDWDVWURSKHQ\; 5LVN HQJLQHHULQJ VSHFLDOLVWYV YLVLW

(XURSH RU &DOLIRUQLD DUH H[EH¥ WHRY WRHE HHEOR Pk IH % HO J L XFR @ VDU NRIGXWR BRWDWLRQ WR SH@E;VR*@P[%RRGguwmli%i%HF?gSHuﬁ
KHDYLO\ LPSDFWHG $OWHUQDWYRA WAPRMRFMWIRR,QDO UHODWLRQVKLEBVVHWIR NYETORLGE \S WRY L EHODFWE R SHRS P

SURGXFWV DWW KLIKHU ULV N H e e B O & i PR K D LDV VRO BENCHDAS 150 IOWH B.@GS 0 DOW E DV
§([WUHPH ZHDWKHBXOGH QWM LILFRQMPDEOHY DQG QRZ KDYH PRUB REDIMQ$VVHWNIDRWHEWLRQ LQ DOWHNRBPOMYHIWR VQLPDO EDVHG
GLVUXSW RXU HQWLUH YDOXH FRRNRQ HIVLZHIDYY KH K YEHDQWHY R U L VL W/LKIHDWAHL B Q PN X VU KIVS § U R D F WL Y, H QG HllF_lfwd) HQ My OLHQF
VXFK DV KXUULFDQHV KHDY\ VRBEUHDYIRWIUIXRRMCEEQG YROXPH SQMNRQLQJ EHWWHHHUQUHHX/lUOLHQFF@!&Q&%E%“W@%W \);|QHUJ\
EHFRPH LQFUHDVLQJO\ FRPPROED®G d R WH B WiH\WHKLS'SOLHUV O%%HULIS&%KUH ULYN R AMHG K QRORILHVKWHSUHVHOWY D VK
FRXOG GLVUXSW RXU GLVWULEXYWRB@DBSHYDVWUXFWXUH D G ORRNLQJ EDVLYV Bt D@)E&I@@ HUIL VXSS
UHVXOWLQJ LQ RXW RI VWRFN VLWXDWLRQV DQG H[SHUWLVH RI WKH ULVN HQJLQHHUAW | RiJQO\HL IH32
VXEVHTXHQWO\ VW[N\UJHF’B\M(H)CU:MKDYH EHHQ ZRUNLQJ ZLWK VXSHULBHQY DQARBRNFMRIXFWLRQ SURMHMWKY R K RSOMPWEWHQHZDE
HYHQWY FRXOG DOVR LPSDFW RS HERPEHBHHGHFDGHV RQ LV VUUHAN VPK B/W JIDQWAGRQG H OMPH Q WV GXHIQ B U DVKUR @ ODQH VI RUDJH DQG |
EXVLQHVV E\ DIIHFWLQJ KRPH G1RF UHPY L FKDOOHQJH RI ZDWSKIDYHD)RD EH[@IPVSOHQ ZH UHFHQW®RVEWWORN D 7&l Y RRXOG GULYH Gt
6LJQLILFDQW G HVIHDIFKRHR O YHRIRZLQJ DUHDV :LWKLQ 6SDLQ LZ& WKH LBHIWAKHIMODQGYV PHWH WK B EYRDYHX J RFK® 10 YAHKO- WHR RSHQLQ
FRXDGVR UHGXEH RUXGHUV‘(&J‘R:’\DWIVQJ FURSV IURP WKH ZHOO NRIRVZIQ D WRIZILCORIRIBEU Ui IDWN JWHR E|E|:D|—\|/VVRVUWKH XWLOLW\ PDUNHW
DQG SXUFKDVLQJ SRZHU LQ D"Eg%@ﬁ‘@z?ﬁﬁwo%ﬁ%gggwéﬂVVVV Qyug#LDF%%gHNﬁQUWHULB/LQLQJ WRHRY wLos

&HUWDLQ EUDQGV DUH PRUH H[SRYANE DV B \K¥YELER@WMMIU DFFH b WA Yl VRY PQG YﬁDW@%bDWOWW?Wﬂ%@‘
RU IORRGLQJ OHDGLQJ WR DQ W¥HUDOA KbEK DY W\LENZDWHU U VWDUWH WR LPSOHPHQW WRUWPIDFURRWMEXWMLDIPD O *:

DWH SRUWIROLR VWDUWLQJIJHURVMP ZVWIKRQN ZEOX VD DTOMR GO O |

HY, 3 %%HR@XWQ(FDWHRIQVWURQ\
QIpH

$KROG '"HOHQXABO 5HSRUW
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HIILFLHQW DQG UHVXOW LQ ORZAMFRKDLEWE GFQ A FRYIW&ULWH U L7IR NRHL FHO MPKCHV/ I RKSIS@UHW X Q LW L HMH D Q @& HP® NJHL \DN ¥ RVQ &/ IDYAHORFDW H
7KLV VZLWFK ZLOO FRPH DW D FRG\W SRV IVBICRQVDRQWIOH VFRSH RI GRIUNURNHHO ZHSEHIBOWRYH FRPSDEXWVQBINMGRIMRHUY :H ZLOO LQYHV

FDSLWDO H[SHQGLWXUH LQ WK H VFFRFPH. ®I1] WH RUW FKDOOHQJH DVVXPSWLRQV LQ REW \WWHUHBRQLRRRU SURJUHVV DQG
VWS{V% H [agp %%%% WKH S ®RDRWVQIRZD R G $H RRQL 6OQBPDWH UHOD\
$FWLRQV WDNHQ ,Q DGGLWLRQ WKH ZRUN ZH GLGyWE, gﬁﬁ&”w 'ﬂS/ D JUHDGM YDUWRWRWNSVREKDVVLRYRUD Q

,Q '"HFHPEHU $KROG '"HOKDL]H HEXFRKRRH B DUJHW LQ SURVY.LGH K WA
WKH FORVLQJ RI LWV ELOOLR\KDKGD){/WWBD(SHBLAK)\LWXLO/MQHNMGEHIL:gSr H%%fﬁ?@} BMWW %W%ZM%??;WDWUFRQJDQQG UHDC
5HYROYLQJ &UHGLW )DFLOLW\ WHPH WYDROOLWKD R X KR XW RX LQr Q¥ EEOL Q) EHE WD ROV RO v BY AR 1 BY MY & B @W\ QDWHG
)DFLOLW\ LQFOXGHV WKUHH VXVMEBEXYDRDDIERY) MR/ WRL RQV LQ R D%%&IK\H{'SI IRRG ZKLOHN U gbgl_gg WKHziRsa \bRQ{;/PIED% WR Gt
UHGXFH $KROG '"HOKDL]HxV FDUERQ HPLVVLRQV ZLWKL A VW, P 'DGGLW
RXU RZQ RSHUDWLRQV VFRSH pQaV XAk WAHD RESG Q%[W VWF‘L%%PCW PQG PEEYJV\';QDJQQ[SLS'\:(V,X FLQ{%Z E\ﬁu’tﬁé%\s'ﬁad%ﬂ%ﬂgb NUHQW
ZDVWH DQG KHOS FXVWRPHUV PBXKH KHYNOWNVHYVPHQWY IURP ' KPYWERG WDNLQJ LQWR DFFRXQW WKH ODW}
FKRLFHV 7KH )DFLOLW\ DOVR L QFLOMEXNV LR QVVENWMAIR QD ILWK WK Ih EEFO0REW WKIVHVMRO OOHQJIH DH) 6 RIQWGE QR AHVRQZBUWN DVVHVVPF
IHDWXUH WR DGG VFRSH FDUERMOKAWLWKIRBRVW VLIQLILFDQW LeFSDE WM RH FIDURDMKH/ WRPHUV D @6 ZORWQ W RYILPIS WRYHP WKR] TXDOL
UHGXFWLRQ SHUIRUPDQFH WDUJHKDQEH RQ RXH EDXMWQHVYV DUH ®RMEHNY IGHHOWRLHU DQG PRUH VXYW DYDY EHO MPGHAMAW UHODWLQJ WF
WKDW WKH IDFLOLW\ LQFOXGHYV DURSHUIM\QBER DI K\ UFLYGNHG ORYNGEXH WRLOVENGM DFURVV WK H BIDS\DLUMH PYRDUOHK A RFRKDULKOK HQ VLY H D

PHFKDQLVP GHPRQVWUDWHY $KREARGKFND LHHXKWHU SURGXFW SULSHNPRQAH KLIKGIUY FRVWW\ DQG UMD®YRHFIRRGLBEGLIDWKMH R HTXLUH
FRPPLWPHQW WR LWV (6* VWUDWRKRARKDRQ\G KIRIKGIW HQHUJ\ FRVWYV WRVMRRO RXU EUDQGV x 7D[RQRP\ DQG EULQJ WRJIJHWKHU W

‘H DUH FDSLWDOL]LQJ RQ LQQRYVDV\\//va_L\J(ﬂVSURGXFW DQG ‘H ZLOO DOVR FRQWLQXH WR GL@%)E\Z\E%@XPDD%HRLFHM FWiyLHY LQWE
VHUYLFH RSSRUWXQLWLHV E\ RIRHRUWKHDVMBX O QM \RWRHIDQz& ZRUQ GV NWKHLRRKVWXU VXSSOLHUV OHDUQ ITURP WKHLU DFWLRQ

DQG YHJHWDULDQ SURGXFWV 2 JRWIEE EQWJE SREMYWORQJI RED IYPW ¥ & KRN ALRPHMHKHU WR LGHQWLI\ RSSRUWXQLWLHYV
+HLMQ IRU H[DPSOH FRPPLWWHRDWRHEFELBROGF\ LOWHUYHQWLRQVFRO 6 FKUBIWRJIRQ SURMHFW® WikD & & pofol U YSEFH EBUERQ
SODQW EDVHG DQG DQLPDO EWYRHIGRSHUAFRMHRIPG ¥ WAHNQ GV V X F KHIPL VWHIR@W WO RRXMU YDOXH FKDL@KRRBK H@KDL]JH DQG WKH ORFDO |
E\ UHODWHG WR FDUERQ SULFLQJ OBHOMNYBWIYRGXFUINFXOWXUH WRZLOO LOQWHJUDWH WKHVH LQ

FRPSRVLWLRQ VRXUFLQJ WUD u CSIRG X F W
‘H DUH DOVR VHL]LQJ UHVRXUFHgH Eifd HQF \ © N QWSS P Q€ §5HDFKLQJ QHW JHUR FDUERQ HPL

RSSRUWXQLWLHV E\ JHQHUDWLQJ UHQHZDEOH HOHFWULFLW\ 'H ZLOO FROWLOXH WR DGGUHVV RKHUDMWINRQFHQWLROQHR S DQG
DW RXU RZQ VLWHV ZKHUH IHDVXHOW RDQIGH WEKOLHWQG VRFLR HFRQRPEUNDMOBWAR S ODPDWH UH@RWHEPY OUNYHW JHUR EXVLQHVVH\
HPLVVLRQV UHGXFWLRQ IURP RXUOBRUYULDWGFYUHNVSISON HBBDFW L\ (K ik NSRD@IBARM WRIEH RCWEWLINLQEDPWERQWHBWLUH VXSSO\ FKDLQ\
DQG RZQ YHKLFQRYOHRGP WD O @HUI\ VIVWHP  ZKLFK ZH H[SHFMLWRIBWUIRWKHFLOROOLQJI RXW DFWINR QY \ RSO B B QW HEKD Y v
2OIPDWH FRDO@RUH LQIRUPDWLRHERHUJ\ SULFHV DQG PDUNHW YRRQMWIEQIDQ\G .RUMAH) RHAW LQ RWKHY ERPRAGARISDWLRO RQ RXU W

IXWXUH ZH ZLOO DOVR H[SHULHQEBUWKY ERSWFYWUBFWLFHV oYL UROPHOWDO & 80LPDWE KD
$GGLWDORODYN SHUIRUPHG L$X\VLFDO HQYLURQPHQW ULVNV DVVRFLDWHG ZLWK D e S e C
7KH NH\ OHVVRQV OHDUQHG DQGZDBWHEB GO LRDMXOHYH® LQ D  p& DRI ®E® VK VS kMW LQJI RXU LOYIHVWRFFQAW %V %J IRUPDWL
E\ WKH WZR EUDQGV WKDW SHUIBRWH® WIKHOGHHWN G IDYQHGLIQ QD QFPEHEEF Y BY¥ ¥ K \WILBR P LW YV UHOD OKE}{: XUHG D

ZHUH VKDUHG ZLWK DOO EUDXIRE DRU ADQUFSLQIDWRRQp& DUH v'EBéﬂE QYA Y W RXU EXVLQH 8

DQG OHDUQLQJ PLWLJDWLQJ DFWLRQV DUH WDNRBBNRK kW PRSI WX WK PURRI 7KHWKBMB @QRWKBW LRSO®PHQWHG D
%quﬁﬁg%F WL QRO X G HVRRRIHDE R W R R HWKRIVVLEOH LPSD|

w O ULVNV WKDW ZRXOd!
‘H DOVR DUUDQJHG WUDLQLQJ D@g&gﬁé@%wﬂtggv\m p& DUH SROHAEREHQWING BPSDFW RI LQ YWY WHOVAG L@ RKKH GHWDLOHG D

VHVVLRQV WR LQFUHDVH WKH Jwy&géﬁw} W PRGHOV DQG GHWHUPLQH KRZ WRHWQRWRGXEK (8 EXW ZH GR PRQ
ZLWKLQ WKH EUDQGV RQ FOLPDWH VoL WD[RQRP\ UHODWHG GDWD SRLQWARVVGIWEBSQRQRRURQFH FODLPV I
DVVHVVPHQWY DQG DGDSWDWLR®M DOVRVVHKLRVSBRUWXQLWLHV 1RKRX R UDRFRAWHWR v FOLPDWH UHODWHG SHULOV

FRPELQHG ZLWK WKH ZR& N ZH GVEBXRIFMBRSXODU SURGXFWV IURP %HZ DUHDYV Dm
ZD[RORROLJLELOLW) DQG DOLJQPHEW AX®P®JILQJ FXVWRPHU QHHGEV Z4 QXK ROBR YOWW KHU H[SDQG WKH (50 SURFHVV DQG

VSHFLILFDOO\ WKH 'R 1RW 6LJQLDQRDRME\ THOUPLW\ SURGXFWV WLMIDE BB R N RARXWY AR EHWWHU DGGUHVY FOLPDWH

$KROG '"HOHQXABO 5HSRUW
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7%, 75$163$5(1&< $1' 7UDQVSDUHQF\

5(63216,%,/,7< ‘H DUH SURXG RI WKH IDFW WKDK%}C \&)\ W %Dﬁi%?\'movt\ﬁﬁw')o w ﬁgigﬁ,ﬂgfgé{:(g WRWDO W
$W $KROG 'HOKDL]H ZH VHHN WRPWRHIY §RW R VRXQWULHV Z §‘ ZH v PLOOLRQ
FPE6RSHYHORSPHOW LQ

LPSDFW LQ WKH FRPPXQLWLHV zZKRQYWYUAF RYHUWRYH IRGRPLF DQG V
EH JRRG QHLJKERUV 2QH zD\ ZHVKK Wk ERAQWYLHV $OVR ZLWK RXU WRWDO WD]
SD\LQJ WD[HV LQ D zD\ WKDW WHROWUSRRWLRQ ZH VXSSRUW WKH 81 6XVWDLQDEOH

FRQVLGHUDWLRQ VRFLDO DQG FRU i QW VEREWLELO LW
DQG WKH LQWHUHVWYV RI DOO RXl VWDNKKEKRE ClHY¥D 2PHUFROOHFWHG DQG ERUQH
RYHUDOO WD[ DSSURDFK LV LQ & AMYK\SKRRAPD[HY SD\UROO WD[ FRUSRUDWH

"HOKDLJHxV %XVLQHVV SULQFLSQR¥ RPHDYMK\OXAYDOXH DGGHG WD[ 937 VDOHV DQG
6XVWDLQDEOH VWUDWHJ\ DQG &RGH Rl &RRSXFWRSHUW\ WD[ DQG UHDO HVWDWH WD]

2XU WD[ SROLF\ FRQVLVWV RI ILPL PSR E Y HuHdFLE D PR G FXVWRPV GXWLHV DQG
WUDQVSDUHQF\ DFFRXQWLQJ D@dVERV¥YyY FSDFNDJLQJ WD[ IRU D WRWDO DPRXQW RI
FRPSOLDQFH UHODWLRQVKLSV zLWKO®¥WRR & RWHINEEHEH WRWDO WD|

EXVLQHVV VWUXFWXUH 2XU WD[FRRVHOEL BRWMVRRUMD o L JIHWDIHY ERUQH

ZLWK 7KH % 7HDPxV SHVSRQVLEGHK {RY Bl p@FWHP MR QWULEXWLRQ DQG FRUSRUDWH LQFRPH
GHYHORSHG E\ D JURXS RI OHDGW@J §B YW HSRJWHG SHU FRXQWU\ DUH

LQYROYHPHQW IURP FLYLO VRFLUWSpBRYHVIWRYY DG
UHSUHVHQWDWLYHV IURP LOQOWHUQDWLRQDO LQVWLWXWLRQV ,Q

7KH % 7HDP EURXJKW WRJHWKHWUHMKFEWIHYG VQGFRRPH WD[ UDWH (75 RYHU
7D[ IURP QLQH PXOWLQDWLRQDOZDWR GHYHKOKEIWRMNU ZRUOGZLGH LQFRPH WD]

5HVSRQVLEOH 7D[ 3ULQFLSOHV RKk$EQWDLRW WKH EQWQFLDO \HDU DPRXQWLQJ WR
RQ KRZ EXVLQHVVHYV DSSURDFK WD[PBOQEGLRQ VKRZQ DV D SHUFHQWDJH RI WKH
WUDQVSDUHQF\ DQG KHOS IRUJH-BQMROERQWHIGYVXQFRPH EHIRUHZL QB RO W/ VB[V Z 7KH 8QLWHG 6WDWHYV
DURXQG ZKDW UHVSRQVLEOH WD[ SUDFWLFH ORRNY OLNH Z 9%7 DQG 6 8 WD]| 7 7KH 1IHWKHUODQGV
JRU PRUH GHWDLOV RQ RXU 0
$KROG 'HOKDL]H HPEUDFHV WKH SULQFLSQBEVAFQFO sewawrRyry Z &RUSRUDWH LQFRPH WD] Z %HOJLXP
LQ WKH 912 1&: 7D[ *RYHUQDQFH &RGFIFR:Q}/@OLGDWHG ILQDQFLDO ([FLVH DQG FXVWRPV GXWLHV &HFK 5HSXEOLF
VLIQHG WKH &RGH WRJHWKHU ZLWK PRUH WKDQ SURSHUW\ DQG UHDO HVWDWH WD[*UHHFH
ODUJH 'XWFK LOQWHUQDWLRQDOO\ RSHUDWLQJ FRPSDQLHV 7 'LYLGHQG WD] 7 BHUELD
LQ 0D\ 2WKHU 5RPDQLD
2WKHU

$KROG "HOBQQABPO 5HSRUW
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$KROG 'HOKDL]H FRUSRUDV
SHU FR¥QWBLOOLRQ
v PLOOLRQ

Z 7KH 8QLWHG 6WDWHYV
7KH 1HWKHUODQGYV
7 %HOJLXP
&]HFK 5HSXEOLF
*UHHFH
7 6HUELD
7 5RPDQLD
2WKHU

N

$KROG "HOBQQABPO 5HSRUW

$FFRXQWLQJ DQG JRYHUQ§[%§}ZH-|G RQ WKH DQQXDO LQWH UXKR® G XBOWDSPH QVVRFLDWHYV KDY
$KROG 'HOKDL]H KDV D ZHOO HTXVE&OHEWHE WD[HV DQG RU MXUIZKE VRWDLR Q U RAHU DX ®IHVIHRG UHSRL
SURIHVVLRQDO 7D[ IXQFWLRQ ,W UHYRY SWUYHIFQV 8 QPR @Yy UABRBWLORQWH R YW KHURNVUBQ@DWHG
&)2 DQG KDV GLUHFW DFFHVV WR WXH RPHYODWERSW I HFWLYHQH\SW BF WIKAH W DIf FROQVELROWD[ PDWV

%RDUG DQG WKH 6XSHUYLVRU\ %RDWES ooy @ HPAPRH BB RS ?UI%PHZRIHJNDUR—IUD@PV\RSRQWLE{BB\ LQYROYHG

\HDU WKH IXQFWLRQ SUHVHQWYV ‘WM’[%M%Q)DWL%%W Q WHFKQRORJ\ :H KDYH GUDIWHG D
WKH LPSOHPHQWDWLRQ DQG H[HFXWLRQ RIFWKH WD] FKORORJ\ VWUDWHJI\ DOG URDG

W H

VWUDWHJI\ WR WKH $XGLW )LQDRFRFDQGBRLYRIHPHQW VLIQV D QH WM VLIKWY GDWD GULYH
&RPPLWWHH RI WKH 6XSHUYLVRUW%ADYBHQMD WORRDRQ D TXDUWHEREBY, JBEBVLQY X UH S URRI
WD[ SROLF\ LV DSSURYHG E\ WKH DPR®I RMHGIMW W RDIVBY W KH\ D UH 50 RRRS QEPRARHKE BWHY U GLUHFW

DOO WD[ FROWUROV DQG SROE
2XU WD[ ULVN DSSHWLWH LV EDVHG RQ $K[ROGQHOKDL]H><(\?/ &RXQW UL EV @RXQWUV 5HSRUWLQJ |

RYHUDOO FRPSOLDQFH UHODWHG)UHTXHSE HVSIGMDN HZ RHEHWVLQ JV 2 LW R DEKOPBDEIEREHYEERDUG DQG

YHU\ ORZ :H UHFRJQL]H WKH ULVEXVKQWVYRWHDPV WD[ GLVFLSOLQHV H J 9%7 VROXV
FRPSOLDQFH ZLWK DSSOLFDEOH vgg/% VO@Q% WR RSWLPLJH DQG XSJUDGH RXU W
UHJXODWLRQV FRXOG UHVXOW LY ﬁ@ﬁ Sdaaee FORVHO\ DOLJQ ZLWK EURDGHU 1L

'"HOKDL]HxV UHSXWDWLRQ RU W R§ WHUP U W DR W@ 8 ZbWWHD P PO HPHQWDWLRQV DQG RXU , 71X
RXU KRVW FRXQWULHV )R USR/NH UHD B WRHBVIXROE WMHRH) V ZLQ\NK RXU WD[ WHFKTQIKROKRKRSGRMH

PDQDIHPHQW '"HOKDL]H ZLGH LPSRIHP HQWVZ DA/RIURQ

(DFK TXDUWHU RXU EUDQGV VLJQQDQHWWHIYRP SRUWDQW HQDEO
7D[ LQ FROQWURO VWDWHRHSYHWVHQWDWLRQ ZKLFK LQFOWGHHFK @RORSSURDGE DG D
%HLQJ LQ FRQWURO LQ UHODWLEBQVRUWBYWHLRE RN WKH DFFXUDF\ DQG FRPSOHWHQHVV
UHVSRQVLEOH WD[DWLRQ LV DQ RPBXU W] w REMHANL v (RRUYH D WD[ VWUDWHJI\ LQ
WKH 7D[ GHSDUWPHQW DQG WKHSURTGWKEDWRYSSURDFWLYHO\ FRPPXQLFDWHG
$FWLYLWLHV VXSSRUWLQJ WKLVWHYR XIKRXW WKH FRPSDQ\ DQG ZH RUJDQL]JH WUDLQLQJ

IRU VHOHFWHG EUDQGY DQG MXULVGLFWLRQV GXULQJ ZKLFK

§:H KDYH D WD[ FRQWURO IUDPHWRUWNWEZ] SARDEF\WRG LWV PDLQ SULQFLSOHV DUH

DVVHVV DQG FRQWURDDWDRXYY VN dRU JHCHWKURXIK WD[ ULVN ZRUNVKRSV
WD[HV DQG MXULVGLFWLRQV
2Q D UHJXODU EDVLV ZH PRQLWRU WKDW WKH WD]

§7D[ FRQWUROV UHVXOWLQJ IURPWUYWHPMVIHWVEBHRWHG ZLWK WKH $KROG 'HOKDL]H
H[HUFLVHV DUH GHILQHG LPSO#RHWQWMHC BOGCQ¥HYWHKYE +HDOWK\ DQG 6XVWDLQDEOH
E\ YDULRXV PRQLWRULQJ IXQFWMRIDWH ARPSELWKRI&ERGH RI &RQGXFW )RU H[DPSOH
VHQLRU PDQDJHPHQW WKH 5LVWKH&RIIWELHEDWWPHQWxV DQQXDO REMHFWLYHYV DUH EDVHG
VHFRQG OLQH RI GHIHQVH DQ®& QOWKHJQBRYHFHIWLRQHG SULQFLSOHYV DQG VWUDWHJ\
WHDPV O PDNLQJ XVH RI VSHFLPDGFGEKBOGD'GIPE BDLRHLQGLYLGXDO DVVRFLDWHVXx JRDOV
WRROV GHYHORSHG IRU WKLV SKEBBWHPHQW DQG DVVRFLDWH SHUIRUPDQFH
FRPSDUHG WR WKHVH REMHFWLYHV LV PHDVXUHG DW
OHDVW RQFH SHU \HDU
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&GRPSOLDQFH BHODWLRQVKLSYV ZLWK W I YD XOWKVRW X M. MV H §:H DUH WUDQVSDUHQW DERXW WK
2XU WD[ FRPSOLDQFH LV EDVHG RKRWEHHRODIRALBQIDIHV ZLWK WDK IDWHV R RSKAWLFHNYO SMMHWHVGAH W QRIEERBWHWR WKH FRQVROLGDWHG
H[DPSOHV Rl JRRG WD[ SUDFWLFEHINVHG RQ PXWXDO WUXVW DQG ZKHVYHHN REEBDIMHEIROORZ LQW H Y ¥HPWIHPHHRYOM

_ WUDQVSDUHQW ZRUNLQJ UHODWDRBNSWSI\G ZQRUKP W IDH)RG VWD Q G D 4G RU

§:H DLP WR ILOH RXU WD[HV LQ 'é@@vf@ﬁs\ﬂ?k%%ﬁ[ZDB%’V%KRULWLH@/FRQWRL[FQ&FL@B?HJLPUD\WU_R%@ DQG %pﬁé%éﬁ%@v\é’;g BIR%QMULSUDERUSV(%:
ORFDO ODzV DQG UHJXODWLRQYKH\ UHTXLUH ZLWKLQ D UHDVRQOBQ R @ UPBIVHDRIRVLRIQDQG 3URKLW 8K HVLRWR FUHDWH D WD[ El

§:H EDVH RXU WD[ FRPSOLDQFH KBOSV ERWRQ WKGHW D[ DXWKRULWABRSHQ® BRAQ 'HOKDL]H ZKDW LV UHDVRQDEO\ XQGHUVWR
DQG UHVSRQVLEOH LQWHUSUHWIWIRRWRP WOHPHO2\WPQG HIILFLH &F%ﬁwfﬁ-%%g%QG 2(& BHYKOBWPRW/WD[ UXOHV
L

IHWKHUODQGYV ZH KDYH DQ LQG’ N
§:H DLP WR FRPS@MHMWWHKUVKWH ZHODDBVL WK DFH ZLWK WK H -XWFKLH ' LW %O$CVHHD[VSH3%$4W@%BEQJIHV6H%VLWH DW
HAY KDL]H FRP IRU PRUH}
P

VSLELWKH ODZ %HOJLXP ZH KDYH SDUWLFLSDWiSi)EB

Q
Babnn s
Vel | RWKHU
§:H DWWHPSW WR GLVFXVV DQG \%QiD&tﬁW\S?bP—QBWSH(?WLﬂ'H?/ &7&3U$|VSHVI‘:/WSL\}VF§;M§{L$OODU LpSOHpHg@%éJWF?_%%\HZWW[ WLRQ
DERXW WKH WD[ WUHDWPHQW XS18RDW zLWK WKH wD]
WD[ GHFLVLRQ PDNLQJ SURFHVV LV EDVHG RQ WKH

PHAWKRULWLRY 6WDNHKROGHU HQJDJHP’%@%RZLSJ H[DPSOHV RI JRRG WD[ SUDFWLFHYV
§:H RQO\ VHHN UXOLQJV IURP WBVDXWRRIDQ\LHORVR WR VRFLHW\ ZH YDOXH
FRQILUP WKH DSSOLFDEOH W U HRQ MW FRWY LOIHZ @ LIDER IXH RQ WDI[HE R IQRWWKWHDQVIHU YDOXH FUHDWHG WR MXULVGLFWLRQV
UHJXODWLRQV EDVHG RQ IXO0 SFRYHORRHQW \RILQ KHKH FRXQW U LHWL Y WHIGH RZH WRISH (® WEODFNOLVWU RI QRQ FRRSHUDWLYH
UHOHYDQW IDFWV DQG ZH UHVSRQG WR JRYHUQPHQWXARRYGXOEWDRQWRORURYD[ SXUSRVHV XSGDWHG E\ WKH
SURSRVHG FKDOJHV WR OHJLVODWRKQFAIOVRI WKHH KR RBRHDQ 8QLRQ RQ )HEUXDU\
§:H RQO\ PDNH XVH RI WD[ LQFH@Wk YV Z¥ B @wWHh B bEOH OHILVODWLRRU ORZ WD[ MXULVGLFWLRQV OLVWHG RQ WKH
DUH DOLJQHG ZLWK RXU EXVLQHVYVY DQG RSHUDWLRQDO 1HWKHUODOQOGVXx EODFNOLVW SXEOLVKHG LQ WKH
REMHFWLYHV IROORZ IURP WK HQWDG @DWIKBQ BDRUMXWKRULWLHV XY @,J}Ig\}&&%fﬁw\)(m RQ 'HFHPEHU
JHQHUDOO\ DYDLODEOH WR DO® ®WR NRQWOXBHWLEFY BBYRYYV FXVWRPHU EXVLQHVYV
SDUWQHUV QRQ JRYHUQPHQWDG RUIDQWDWRRSWRILWY DFFRUGLQJ WR ZKHUH YDOXH
HPSOR\HHVY DQG WKH EURDGHU FRNPKOQHPMWH® ZOWKILEKVNKH QRUPDO FRXUVH RI EXVLQHVV
ZH RSHUMWMHUH DQ DFWLYH PHPEH
QXPEHU RI VWDNHKROGHU UHsug{gij(EB/ﬁ'&VE%@Qﬁ%gﬁ)Hu SULFLQJ SROLF\ RQ WKH DUPxV
VXFK DV WKH 912 1&: WD[ JURXS
1HGHUODQGVH 2UGH YDQ %HODVaWH @I @RW KX¥BIVRSBTXH FRUSRUDWH VWUXFWXUHV RU
DOVR SDUWLFLSDWH DQG SURYLGWKIRFMALY HW X BIWW EBFINQLQRW K#ID[ MXULVGLFWLRQV WR KLGH
9%'2 WD[ WUDQVSDUHQF\ LQLWLDWHYHYIDQEBVWKHRURPDWLRQ IURP WKH WD[ DXWKRULWLHV
VXVWDLQDELOLW\ LQLWLDWLYH :H DFWLYHO\ SDUWLFLSDWH L

| Q
WKH (%7) TRWDO 7D &RQWULEX\/\?tHQSS@\ﬁ%*\'UDWHRXQWULHV OLVWHG LQ ORZ WD[
MXULVGLFWLRQV

$KROG '"HOHQXABO 5HSRUW
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