81,7(' 67$7(6
6(&85,7,(6 $1' (;&+$1*( &200,66,21

':DVKLQJWRQ ' &

)250 .

ODUN 2QH

foles $118%/ 5(3257 38568$17 72 6(&7,21 25 G 2) 7+( 6(&85,7,(6 (;&+$1*( $&7 2)
YRU WKH ILVFDO \HDU HQGHG -DQXDU\

RU
0s$ 75$16,7,21 5(3257 38568%17 72 6(&7,21 25 G 2) 7+( 6(&85,7,(6 (;&+$1*( $&7 2)
JRU WKH WUDQVLWLRQ SHULRG IURP WR

&RPPLVVLRQ )LOH 1XPEHU

607& &25325%$7,21

([DFW QDPH RI UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU
'"HODZDUH
6WDWH RU RWKHU MXULVGLFWLRQ RI LQFRUSRUDWLRQ RU RUJDQL

,56 (PSOR\HU ,GHQWLILFDWLRQ 1XPEHU
+22' 528"
0$5.+$0 217%5,2 &$1'$
$GGUHVV RI BULQFLSDO ([HFXWLYH 2IILFHV
/5 1
=LS &RGH
S5HILVWUDQWITV WHOHSKRQH QXPEHU LQFOXGLQJ DUHD FRGH
6HFXULWLHYV UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E RI WKH !
7LWOH RI HDFK FODVV 1DPH RI HDFK H[FKDQJH RQ ZKLFK UH
&RPPRQ VWRFN SDU YDOXH SHU VKDUH 1$6'$4 *OREDO ODUNHW

6HFXULWLHYV UHJLVWHUHG SXUVXDQW WR 6HFWLRQ J RI WKH $FW
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHBVRIZEG LVVXHU DV (
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR ILOHO$HSFREWYV SXU"
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWYV UHTXL
SUHFHGLQJ PRQWKY RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQW ZDV UHTXLL
GD\V OEHYY®S
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOC
VXEPLWWHG DQG SRVWHG SXUVXDQW WR 5XOH Rl 5GHIXODWLRQ 6 7 RI WKLV FKDSW
ZDV UHTXLUHG WR VXEPLW O®GIERVW VXFK ILOHV <HV
,QGLFDWH E\ FKHFN PDUN LI GLVFORVXUH RI GHOLQTXHQW ILOHUV SXUVXDQW WR ,WHP
EHVW RI UHJLVWUDQWYfV NQRZOHGJH LQ GHILQLWLYH SUR[\ RU LQIRUPDWLRQ VWDWHPHQWYV |
oS
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU |
GHILQLWLRQV RI 30DUJH DFFHOHUDWHG ILOHU ~ 3DFFHOHUDWHG ILOHU  DQG 3VPDOOHU UHSRU

/DUJH DFFHOOSUDWHG $EEHOHUDYHG ILOHU 1RQ DFFHOHISDWHG |ILE&ADWDOHU UHSRO®LQJ FRPSDQ
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHO®@&REB®Q\ DV GHILQHG
7KH DJJUHJDWH PDUNHW YDOXH RI FRPPRQ VWRFN RI WKH UHJLVWUDQW KHOG E\ QRQ DIIL¢

SXUSRVHV RI WKH IRUHJRLQJ VHQWHQFH WKH WHUP 3DIILOLDWH" LQFOXGHY HDFK GLUHFWR

UHJLVWUDQWITV FRPPRQ VWRFN 7KLV GHWHUPLQDWLRQ RI DIILOLDWH VWDWXV LV QRW QHF!

PDUNHW YDOXH RI WKH UHJLVWUDQWY FRPPRQ VWRFN LV EDVHG XSRQ WKH FORVLQJ SULFH F

$V RI ODUFK 607& &RUSRUDWLRQ KDG VKDUHV RI FRPPRQ VWRFN SDU YDOXH




3$57,

8QOHVV WKH FRQWH[W RWKHUZLVH UHTXLUHV LQ WKLV DQQXDO UHSRUW RQ )RUP . Wi
ZH PHDQ 607& &RUSRUDWLRQ DQG LWV VXEVLGLDULHY DV DSSOLFDEOH :KHUH ZH UHIHU Wl
RWKHUZLVH QRWHG RU WKH FRQWH[W RWKHUZLVH UHTXLUHVY DOO UHIHUHQFHV WR \HDUV L(

$ QXPEHU Rl WKH VWDWHPHQWY PDGH LQ WKLV )RUP . DUH IRUZDUG ORRNLQJ LQ QDW.
VXUURXQGLQJ IXWXUH H[SHFWDWLRQV JHQHUDOO\ 607& FDXWLRQV UHDGHUV WKDW DOO V!
FRQVWLWXWH IRUZDUG ORRNLQJ VWDWHPHQWY $00 Rl WKHVH IRUZDUG ORRNLQJ VWDWHP!
DOWKRXJK EHOLHYHG WR EH UHDVRQDEOH DUH LQKHUHQWO\ XQFHUWDLQ 7KHUHIRUH XQ¢
DQ\ Rl WKH UHVXOWY FRQWHPSODWHG E\ WKRVH VWDWHPHQWY ZLOO EH UHDOL]HG DQG LW
IRUZDUG ORRNLQJ VWDWHPHQWY )DFWRUV WKDW PD\ FDXVH VXFK GLIIHUHQFHV LQFOXGH
EXVLQHVY SODQ DQG PDLQWDLQ FRYHQDQW FRPSOLDQFH XQGHU RXU FUHGLW DJUHHPHQWYV
FRVW RI ERUURZLQJV RU ODFN RI DYDLODELOLW\ RI DGGLWLRQDO GHEW RU HTXLW\ FDSLWI
OHJLVODWLRQ RU UHJXODWLRQ RU DGYHUVH GHWHUPLQDWLRQV E\ UHJXODWRUV FKDQ.
IOXFWXDWLRQV LQ GHPDQG LQ WKH HOHFWURQLFV LQGXVWU\ WKH LQDELOLW\ WR PDQ
WR VXVWDLQ KLVWRULFDO PDUJLQV DV WKH LQGXVWU\ GHYHORSYV DQG FKDOOHQJHV L¢
607&TV EXVLQHVV DQG UHVXOWV RI RSHUDWLRQV DUH VXEMHFW WR WKH ULVNV DQG XQFHU
WLPH WR WLPH LQ 607&TV RWKHU ILOLQJV ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVL

JWHP %XVLQHVV
%86,1(66
2YHUYLHZ

607& &RUSRUDWLRQ LV D SURYLGHU RI HQG WR HQG HOHFWURQLFV PDQXIDFWXULQJ VHU
SULQWHG FLUFXLW ERDUG DVVHPEO\ 33&%$”° SURGXFWLRQ HQFORVXUH FDEOH DVVHPEO\
FRQILIJIXUDWLRQ WR RUGHU 3&72° EXLOG WR RUGHU 3%72°" DQG GLUHFW RUGHU IXOILOOPHQ
DSSUR[LPDWHO\ HPSOR\HHV RI ZKLFK DUH IXOO WLPH HPSOR\HHV 607&fYV VHUYLFHV H
GHYHORSPHQW DQG QHZ SURGXFW LQWURGXFWLRQ 313, WKURXJK WR JURZWK PDWXULW\ |
WR JOREDO RULJLQDO HTXLSPHQW PDQXIDFWXUHUV 32(0V’ DQG WHFKQRORJ\ FRPSDQLHV SI
DQG PHGLFDO PDUNHW VHFWRUYV

607& KDV FXVWRPHU UHODWLRQVKLSV ZLWK LQGXVWU\ OHDGLQJ 2(0V :H GHYHORSHG WKk
QRQ FRUH PDQXIDFWXULQJ VHUYLFHV WR FRQVROLGDWH WKHLU VXSSOLHU EDVH DQG WR IR
FORVHO\ ZLWK DQG DUH KLJKO\ UHVSRQVLYH WR RXU FXVWRPHUV WKURXJKRXW WKH GHVLJ
JURZ RXU EXVLQHVYV WKURXJK WKH DGGLWLRQ RI QHZ KLJK TXDOLW\ FXVWRPHUV WKH H[SD
RI H[LVWLQJ FXVWRPHUV

‘H EHOLHYH WKDW IXQGDPHQWDO WR WKH NH\ EHQHILWY ZH RIIHU LV RXU VWUDWHJILF D¢
DQG EULQJLQJ LQQRYDWLYH VROXWLRQV WR HQKDQFH WKHLU FRPSHWLWLYHQHVY WLPH WR
TXDOLW\N DQG UHOLDELOLW\ DFFHOHUDWH QHZ SURGXFWV WR PDUNHW LPSURYHV VHUYLFH C
LQ LPSURYHPHQW RI RXU FXVWRPHUVY RYHUDOO PDUJLQVY DQG HQG FXVWRPHU VDWLVIDFWLEFE

2XU J)UHPRQW IRUPHUO\ 6DQ -RVH &DOLIRUQLD IDFLOLW\ RSHUDWHV LQ D p&RS\ ([DFWY O
VHUYLFHV DQG LV )'$ DQG ,7$5 UHJLVWHUHG




2XU ODUNKDP 2QWDULR 7RURQWR VLWH VHUYHV DV WKH FRUSRUDWH RIILFH DQG DV D N
PDQXIDFWXULQJ ORFDWLRQV LQ YDOXH HQJLQHHULQJ WUDQVLWLRQ PDQDJHPHQW JOREDO
LQIRUPDWLRQ WHFKQRORJ\ ,Q DGGLWLRQ WKH &2( ZRUNV GLUHFWO\ ZLWK FXVWRPHUV RQ ¢

2XU &KLKXDKXD OH[LFR IDFLOLW\ VHUYHV DV 607&TV ODUJHVW PDQXIDFWXULQJ DQG DVV
VLWH 7KLV IDFLOLW\ RSHUDWHYV LQ D p&RS\ ([DFWY OHDQ SURFHVV HQYLURQPHQW ORFDWHG
LOQOWHJUDWLRQ VHUYLFHV DORQJ ZLWK FDEOH KDUQHVYVY DVVHPEO\ HQFORVXUH DQG SUHFL\
1RUWK $PHULFDQ PDQXIDFWXULQJ VROXWLRQV

607& RSHUDWHV WZR ODUJH VFDOH PDQXIDFWXULQJ IDFLOLWLHY ORFDWHG LQ &KLQD 2Q
ERWK RSHUDWH LQ p&RS\ ([DFWT HQYLURQPHQWY DQG HQDEOH 607& WR FDSLWDOL]H RQ WK
FXVWRPHUV ZLWK KLJKO\ HIILFLHQW ORZ FRVW $VLD EDVHG HOHFWURQLF PDQXIDFWXULQJ \
LQFOXGLQJ 3&%$% WHVWLQJ ER[ EXLOG ILQDO SURGXFW LQWHJUDWLRQ ZRUOG ZLGH FXVWF
DQG SURFXUHPHQW RIILFH

,QGXVWU\ %DFNJURXQG

7KH (06 VHFWRU LV WKH RXWVRXUFHG SRUWLRQ RI WKH ZRUOGZLGH HOHFWURQLFV DVVFE
2(0V LQ UHVSRQVH WR UDSLGO\ FKDQJLQJ PDUNHWYV WHFKQRORJLHY DQG DFFHOHUDWLQJ S
FRVWY LQWR D YDULDEOH FRVW PRGHO

+LVWRULFDOO\ 2(0V ZHUH YHUWLFDOO\ LQWHJUDWHG PDQXIDFWXUHUV WKDW LQYHVWHG
VHUYLFH DQG GLVWULEXWH WKHLU SURGXFWV (06 RULJLQDWHG DV ODERU LQWHQVLYH IXQI
GHPDQG (DUO\ (06 SURYLGHUV ZHUH HVVHQWLDOO\ VXEFRQWUDFWRUV SURYLGLQJ SURGXF
PDQXIDFWXULQJ SURFHVV WHFKQRORJ\ (06 SURYLGHUV GHYHORSHG DGGLWLRQDO FDSDELO!I
JXUWKHUPRUH DV WKH FDSDELOLWLHV RI (06 FRPSDQLHV H[SDQGHG DQ LQFUHDVLQJ QXPEH
HQJDJHG (06 SURYLGHUV WR SHUIRUP D EURDGHU DUUD\ RI PDQXIDFWXULQJ VHUYLFHV LQF(
IXUWKHU H[SDQGHG WKHLU UDQJH RI VHUYLFHV WR LQFOXGH DGYDQFHG PDQXIDFWXULQJ FI
DGGLWLRQ PDQ\ 2(0V DUH UHGXFLQJ WKH QXPEHU RI YHQGRUV IURP ZKLFK RXWVRXUFHG VH
H[SHUWLVH

%\ RXWVRXUFLQJ PDQXIDFWXULQJ 2(0V WDNH DGYDQWDJH RI WKH WHFKQRORJ\ DQG PDQ
OHYHUDJLQJ WKH PDQXIDFWXULQJ HIILFLHQF\ DQG FDSLWDO LQYHVWPHQW RI (06 SURYLGHU"

1 /RZHULQJ 3URGXF VYW &BRWIVGHUV DUH EHWWHU DEOH WR UHGXFH WRWDO SURGXFW FRVW
PDQXIDFWXULQJ FDSDFLW\ VSUHDG RYHU D ZLGHU UDQJH RI SURGXFW W\SHV 'XH WR W
VXSSOLHUV (06 SURYLGHUV DUH DEOH WR DFKLHYH EHWWHU SULFLQJ DQG EHWWHU ZRL

f SGHGXHFL@H WR ODUNHFPWURQLF SURGXFWY DUH H[SHULHQFLQJ VKRUWHU SURGXFW OLIH F
QHZ SURGXFWV WR PDUNHW 2(0V FDQ VLJQLILFDQWO\ LPSURYH SURGXFW GHYHORSPHQ\V\
LQIUDVWUXFWXUH RI (06 SURYLGHUV 7KLV H[SHUWLVH LQFOXGHV FDSDELOLWLHY UHOD
WR KLJK YROXPH SURGXFWLRQ ZLWK WKH FULWLFDO VXSSRUW RI ZRUOGZLGH VXSSO\ F

t PSURYLQJ 6XSSO\ &KDLZYOW EDMWP ARQXIDFWXUH LQWHUQDOO\ DUH IDFHG ZLWK JUHDW|
LQYHQWRU\ PDQDJHPHQW GXH WR IUHTXHQW GHVLJQ FKDQJHV VKRUW SURGXFW OLIH |
RXWVRXUFLQJ WR (06 SURYLGHUV WKDW SRVVHVV VRSKLVWLFDWHG VXSSO\ FKDLQ PDQ
DGYDQWDJHV WR ORZHU SURGXFW FRVWYV

t $FFHVVLQJ $GYDQFHG ODQXIDFWXULQJ &DSDEQEWWU R LFQIU BRGK FMWWVDTQHF KQR G RULRHQL F
LQFUHDVLQJO\ VRSKLVWLFDWHG DQG FRPSOH[ PDNLQJ LW GLIILFXOW IRU PDQ\ 2(0V WR
PDQXIDFWXUH SURGXFWVY LQWHUQDOO\ %\ ZRUNLQJ FORVHO\ ZLWK (06 SURYLGHUV 2(0\
DUHDV RI DGYDQFHG SURFHVV LQWHUFRQQHFW DQG WHVW WHFKQRORJLHV




¥ ,PSURYLQJ $FFHVV WR 20REDOHDHRHWNOO\ LQFUHDVLQJ WKHLU LOQWHUQDWLRQDO DFW
PDUNHWYV (06 FRPSDQLHV ZLWK ZRUOGZLGH FDSDELOLWLHY DUH DEOH WR RIIHU WKRVH
UHTXLUHPHQWY DQG WR GLVWULEXWH SURGXFWY HIILFLHQWO\ DURXQG WKH ZRUOG DW

$f SHGXFLQJ &DSLWDO2(QWY DWW PDHEODMVWR UHGXFH WKHLU FDSLWDO LQYHVWPHQWY LQ LQYF
WR (06 SURYLGHUVY DQG DOORFDWLQJ WKHLU UHVRXUFHV WRZDUGYV WKHLU FRUH EXVLQ

f 6KLIW IURP D )L[HG WR 9DUKDRAHK&RYXWVIRGOHQQJ 2(0V DUH DEOH WR VKHG VXEVWDQW
(06 SURYLGHUVY HIILFLHQW IDFLOLWLHY UHVXOWLQJ LQ D KLJKO\ YDULDEOH DQG HIILFL

607& &DSDELOLWLHYV DQG 3HUIRUPDQFH

607&T1V HOHFWURQLF PDQXIDFWXULQJ VHUYLFHVY VSDQ WKH HQWLUH HOHFWURQLF SURGX
JURZWK PDWXULW\ DQG HQG RI OLIH SKDVHV :H EHOLHYH WKDW 607&TV LQQRYDWLYH PDQ:
WLPH WR PDUNHW ZKLFK LPSURYHV FRPSHWLWLYHQHVYV :H FRQWLQXRXVO\ ZRUN ZLWK RXU F

607& RITHUV WKUHH YHUWLFDOO\ LQWHJUDWHG PDQXIDFWXULQJ VWUHDPV HQFORVXUHV
JRU HDFK RI WKHVH VWUHDPV 607& SURYLGHVY D EURDG UDQJH RI HQG WR HQG PDQXIDFWXU
WHVW &72 %72 DQG '2) 7KHVH FRUH VHUYLFHVY DUH FRPSOHPHQWHG ZLWK FDEOH DVVHPEO\
VWUHDPVY DUH YHUWLFDOO\ LQWHJUDWHG WR EHWWHU FRQWURO TXDOLW\ OHDG WLPHV DQC
SURYLGHG E\ ORRVHO\ FRQQHFWHG HQWLWLHYV &XVWRPHUV EHQHILW IURP ORZHU FRVWYV E

2XU YHUWLFDOO\ LOQWHJUDWHG PDQXIDFWXULQJ VHUYLFHV LQFOXGH

3&8%% 6HUYLHHSURYLGH DGYDQFHG SURGXFW DVVHPEO\ DQG VA\VWHP OHYHO LQWHJUDWLF
DQG SURFHVVHV 2XU IOH[LEOH HQYLURQPHQW DOORZV 607& WR VXSSRUW ORZ PHGLXP DQG ¥
SURGXFW GLUHFWO\ WR WKH HQG FXVWRPHU

6\VWHP /HYHO ,OQOWHJUDWLRQ@X¥WRY\WWXHOGDDRDQGXHBVWWHP DVVHPEO\ VHUYLFHY LQYROYH
3&%$VY FDEOHV DQG KDUQHVVHV EDWWHU\ ER[HV DQG FRQQHFWRU EORFNV SRZHU VXSSOL
WHFKQRORJLHY SUHVHQW LQ WRGD\YfV VA\VWHP OHYHO SURGXFWV LQFOXGLQJ KLJK VSHHG G
FRPSOHWH HOHFWULFDO DQG PHFKDQLFDO WHVWLQJ IRU FDEOHV KDUQHVVHV 3&%$V VXED
KRXVH H[SHUWLVH HQDEOHV XV WR SURYLGH FXVWRP WHVW GHYHORSPHQW VHUYLFHV WR R

(QFORVXUHY DQG 3UHFLVLREOD&EWDOV)SBUHPERWURQGH VKHHW VWHHO VWDLQOHVV VWHH
DGYDQFHG HTXLSPHQW DQG SURFHVVHY HQDEOH 607& WR SURGXFH PHGLXP WR FRPSOH[ SUF
2XU VRIW WRROLQJ DSSURDFK PLQLPL]JHV XSIURQW FRVWY DQG SURYLGHV IOH[LELOLW\ WR L

&XVWRP ,QWHUFRMWHHAMHULHQFHG LQ WKH GHVLJQ GHYHORSPHQW DQG PDQXIDFWXULQ
KDUQHVY DVVHPEOLHV RIIHULQJ FXVWRPHUV DGYDQFHG H[SHUWLVH DQG ORZ FRVW RSWLR(

(QILQHHULQJ :6HOYR¥HGH VHUYLFHV DFURVV WKH HQWLUH SURGXFW OLIH F\FOH LQFOXG
HQJLQHHULQJ WKURXJK SURGXFW HQG RI OLIH




*OREDO 3URFXUHPHQW DQG 6X% DM@\ EKDH@QVLRY RRIRXKU RITHULQJ RI YHUWLFDOO\ LQWHJU
*URXS SOD\V D IXQGDPHQWDO UROH LQ RXU PDQDJLQJ D SRUWIROLR RI DVVHWY DQG UHODWL
RXWVRXUFLQJ EDVHG RQ PDUNHW FRQGLWLRQV DQG GHPDQG PDQDJHPHQW FULWHULD HVWDI
VXSSO\ FKDLQ VSHFLILF WR LQGLYLGXDO FXVWRPHU QHHGVY DQG KDYLQJ WKH DELOLW\ WR ¢
WKH &RPSDQ\fV VXSSO\ QHWZRUN 7KLV WHDP ZRUNV WRJHWKHU ZLWK RXU FXVWRPHUV WR
XQLTXH GHOLYHU\ UHTXLUHPHQWY DUH PHW 7KURXJK WKH XVH RI YDULRXV PDQDJHPHQW W
REVROHWH LQYHQWRU\ ULVN DQG UHGXFHY RYHUDOO FRVWV WR 607& FXVWRPHUV

ODQDIJHPHQW OHWKR GV /RZQIGCDYRIREWME EDVHG VI\VWHP WKURXJK ZKLFK LW FDQ FRPPXQLFD
LQ UHDO WLPH ZLWK LWV FXVWRPHUV DQG VXSSOLHUV 7KLV V\VWHP DFFHOHUDWHY WKH WLF
607& FDQ UHVSRQG WR FXVWRPHUV H[SHULHQFLQJ XQH[SHFWHG PDUNHW IOXFWXDWLRQV 6(
SURFHVY SODQQLQJ DQG FRQWLQXRXV LPSURYHPHQW PHWKRGRORJLHV

607& )RRWSULQW

607& KDV IRXU PDQXIDFWXULQJ WHFKQRORJ\ FHQWHUYV ZRUOGZLGH DSSUR[LPDWHO\
OLQHV 7KHVH IDFLOLWLHYVY DUH VWUDWHJLFDOO\ ORFDWHG LQ WKH 8QLWHG 6WDWHV OH[LFR
FHQWHUV IRU KLJKHU YROXPH SURGXFWLRQ $00O 607& IDFLOLWLHY DGKHUH WR WKH 3&RS\ ([C
SURGXFWLRQ EHWZHHQ IDFLOLWLHV WR KHOS FXVWRPHUV UHDFK WKHLU FRVW DQG YROXPH

607& .H\ %HQHILWYV WR &XVWRPHUYV
7TKUHH RYHUDUFKLQJ WKHPHV IRUP WKH FRUH RI 607&TV GLIIHUHQWLDWLRQ DQG XQLTXH

2SHUDWLRQDO &HRXMDODWHUBBMWLPH WR XQGHUVWDQG RXU FXVWRPHUVY EXVLQHVV REMHF
SRVLWLRQLQJ DQG VWUDWHI\2WR GULYH EHWWHU YDOXH :H JHW LQYROYHG ZLWK RXU FXVW
WKHLU EXVLQHVYVY KHOSLQJ RXU FXVWRPHUV JURZ LPSURYH FRPSHWLWLYHQHVV PDUJLQV I

7KH 607& &XVWRPHWQIKHERPRIFPHY VWURQJ SHUIRUPDQFH ZLWK D SDUWQHUVKLS DSSURI
FRPPLWWLQJ H[SHUWLVH DQG UHVRXUFHVY WRZDUGV FXVWRPHU JRDOV :H EHOLHYH LW LV R(

2XU B3HRS®GHB7&TV FXVWRPHU EDVHG WHDPV DUH WLHG WR WKH FXVWRPHU DW D VWUDWHJ
FHOHEUDWHYV FROODERUDWLRQ DQG WHDPZRUN :H IRVWHU D SDUWLFLSDWRU\ ZRUNSODFH W
WKDW SXW WKH FXVWRPHU ILUVW

(IHFXWLYH OLQGOKDIXKO\ HQJDJHV ZLWK LWV FXVWRPHUV RQ PDQ\ OHYHOV2IURP RSHUDW
VWUDWHJILF SDUWQHUVKLS DSSURDFK 6HQLRU PDQDJHPHQW LV DFFHVVLEOH WR DQG LQYRC
H[SHULHQFHG SURIHVVLRQDO PDQDJHPHQW

6WUDWHJLW ADWQRUYJ 2(0V ORRN IRU ZLQQLQJ PDQXIDFWXULQJ SDUWQHUV 607& PLWLJ
YDOXH

*OREDO )RRWBLURQOWUY D OHDGLQJ VWUDWHJILF DQG RSHUDWLRQDO IRRWSULQW ZLWK IRX
VTXDUH IHHW RI FDSDFLW\ DQG PRUH WKDQ PDQXIDFWXULQJ DQG DVVHPEO\ OLQHV 2XU II
DQG &KLQD

6XSHULRU 9@00%XHFRQWLQXRXVO\ ZRUNV FROODERUDWLYHO\ ZLWK FXVWRPHUV WR LGHQWL
FROODERUDWLYHO\ KHOSV HQVXUH VXSHULRU VHUYLFH RSHUDWLRQDO H[FHOOHQFH DQG FF

&XVWRPLIHG 6RDOX WV RSQURDFWLYH2ZH SURYLGH LQQRYDWLYH PDQXIDFWXULQJ VROXWLRQ




607&TV 6WUDWHJ\

2XU REMHFWLYH LV WR FUHDWH LQFUHDVLQJ ORQJ WHUP YDOXH WR RXU VWRFNKROGHU\
607&TV VWUDWHI\ LV RXU FXVWRPHU FHQWULF IRFXV WKURXJKRXW WKH RUJDQL]JDWLRQ 2XL

BURYLGH 2XWVWDQGLQJ &XVWRPHEX6WHURRHFH DRTK BHIUVWR BRDMFE OR\DOW\N FRPHV IURP RX
FXVWRPHUVY EXVLQHVV SHUIRUPDQFH UHTXLUHPHQWY DQG RXU H[SHUWLVH LQ PHHWLQJ RU
IRFXV HIWHQGV WR RXU XQLTXH RITHULQJ RI GHGLFDWHG UHVRXUFHY D GHWDLOHG XQGHU\
WKHLU JRDOV 2XU GHGLFDWHG WHDP DSSURDFK LV XVHG WKURXJKRXW 607& IDFLOLWLHYV DC(
WKH XQLTXH QHHGV RI WKH FXVWRPHU WKHLU FKDOOHQJHV DQG IXWXUH SODQV 2XU VWUR
607&T1V VHQLRU H[HFXWLYH WHDP GHPRQVWUDWLQJ RXU FRPPLWPHQW WR XQGHUVWDQGLQJ
EHWWHU RYHUDOO VROXWLRQ

JREXV RQ :HOO 'HILQHG &XVWSR PRIFRX VBV NHWVYSHFLILF FXVWRPHU VHFWRUV WKDW DOLJQ Z
LQFOXGH LQGXVWULDO QHWZRUNLQJ DQG FRPPXQLFDWLRQV SRZHU DQG HQHUJ\ DQG PHGLF/|
UHTXLUHPHQWY ZLWK D QHHG IRU D KLJK OHYHO RI UHVSRQVLYHQHVV WR FKDQJLQJ PDUNHW
RXU H[SHULHQFH DQG HVWDEOLVKHG UHODWLRQVKLSYV LQ RXU H[LVWLQJ PDUNHW VHJIJPHQWYV

BURYLGH $GYDQFHG 7THFKQRORKIEPDQ BRBPIEVOHWLWR HQKDQFLQJ RXU FDSDELOLWLHV D¢
FXVWRPHUVY RSHUDWLRQV 7KURXJK RXU LQYHVWPHQW LQ DVVHPEO\ DQG IDEULFDWLRQ WH
FXVWRPHUV ZLWK D YDULHW\ RI DGYDQFHG GHVLJQ DQG PDQXIDFWXULQJ VROXWLRQV

BURYLGH &RPSUHKHQVLYH66AHUJML EHW RDIG WDLLQUDA RI HOHFWURQLF PDQXIDFWXULQJ VHUYLFH
LQWURGXFWLRQ DQG GHYHORSPHQW RI QHZ SURGXFWV WR WKH VXSSRUW RI SURGXFWV WR
WHVW DQG FRPSOHPHQW WKHVH FDSDELOLWLHV ZLWK SUHFLVLRQ HQFORVXUH IDEULFDWLRG(
PDWXUH ZH SURYLGH FRPSUHKHQVLYH YDOXH HQJLQHHULQJ VHUYLFHY WR UHGXFH WKH FR
QHDU WKHLU HQG RI OLIH 607&TV VXVWDLQLQJ HQJLQHHULQJ DQG VXSSO\ FKDLQ PDQDJHPF
ZKLOH PLWLJDWLQJ WKH ULVNV DVVRFLDWHG ZLWK GHFOLQLQJ LQYHQWRULHY :H EHOLHYH
HQDEOHV XV WR RIIHU RXU FXVWRPHUV D FRPSOHWH HQG WR HQG VROXWLRQ WKDW LV WLF

ODLQWDLQ D &RPSHWLWLYH @6GFPODEWEHLLORDY W FBRPABBHXWFWXAYH FRVW VWUXFWXUH WKDW QR
DOVR LV ERWK YDULDEOH DQG VFDODEOH DV PDUNHW FRQGLWLRQV GLFWDWH :H VWULYH WF
OHYHUDJLQJ IL[HG FRVWY DQG LQFUHDVHG FDSDFLW\ XWLOL]DWLRQ :H KDYH PDGH LQYHVWI

7THFKQRORJ\ 3URFHVVHV DQG 'HYHORSPHQW

7KH 607& HQJLQHHULQJ VHUYLFHY WHDP GHOLYHUV D UDQJH RI GHVLJQ HQJLQHHULQJ D¢
PDUNHWYV LQFOXGLQJ LQGXVWULDO QHWZRUNLQJ DQG FRPPXQLFDWLRQV SRZHU DQG HQHU
FDOLEUDWLRQ VWDQGDUGY SRVVLEOH :H IROORZ D FRPSUHKHQVLYH SUHYHQWDWLYH PDLQYV
ILUPZDUH GHYHORSPHQW WR HOHFWURQLF GHVLJQ PHFKDQLFDO GHVLJQ DQG 3&% OD\RXW ¢
KLJKHU \LHOGV DQG IDVWHU WLPH WR PDUNHW ZLWK WKH REMHFWLYH RI DVVLVWLQJ RXU F;
FXVWRPHUV WR GHOLYHU LQQRYDWLYH PDQXIDFWXULQJ VROXWLRQV DOLJQHG ZLWK WKHLU
DQG PDQXIDFWXULQJ WR RQ VLWH HQJLQHHULQJ VXSSRUW

2XU WHVW H[SHUWLVH HQFRPSDVVHV WKH IXOO DUUD\ RI WHFKQRORJLHYVY SUHVHQW LQ W
SRZHU WKHUPDO DQG RSWLFDO :H SURYLGH FRPSOHWH HOHFWULFDO DQG PHFKDQLFDO WF
UHTXLUHPHQWY DQG VSHFLILFDWLRQV 2XU LQ KRXVH H[SHUWLVH HQDEOHV XV WR SURYLGH
VSHFLILF WHVWYV




607&TV ER[ EXLOG H[SHULHQFH VSDQV WKH SDVW \HDUV ZLWK DOO PDQXIDFWXULQJ VL\
ER[ EXLOG DVVHPEO\ VHUYLFHVY LQYROYH FRPELQLQJ D ZLGH UDQJH RI VXEDVVHPEOLHYV LQF
EDWWHU\ ER[HVY DQG FRQQHFWRU EORFNV SRZHU VXSSOLHV IDQ WUD\V EDFNSODQHV DQG
SHULSKHUDOV '2) DQG %72 DUH KDQGOHG WKURXJKRXW WKH LQWHJUDWLRQ VHUYLFH VSHF

607&TV '2) DQG GLVWULEXWLRQ RSHUDWLRQV KHOS RXU FXVWRPHUV UHGXFH PDWHULDO
LPSOHPHQW UHVSRQVLYH HIILFLHQW DQG FRVW HIIHFWLYH FRQILJXUH WR RUGHU DQG RUGH
DQG GLVWULEXWLRQ REMHFWLYHVY WR HOLPLQDWH UHGXQGDQFLHYVY DQG DVVRFLDWHG FRVW

607&TV FRQWLQXHVY WR LQYHVW LQ QHZ SURFHVVHY DQG HTXLSPHQW WKDW HQDEOH WKF
DXWRPDWHG ' VROGHU SDVWH LQVSHFWLRQ ' [ UD\ LQVSHFWLRQ KLJK YROXPH VHOHFWLYH
SRWWLQJ RI HOHFWURQLFV FRPSXWHU QXPHULFDO FRQWURO PDFKLQLQJ RI SUHFLVLRQ PHW

‘H EHOLHYH WKDW 607& DSSOLHV EHVW LQ FODVV TXDOLW\ SURJUDPV SURFHVVHV DQG I
WKH TXDOLW\ UHTXLUHPHQWYV IRU HYHU\ FXVWRPHU DQG ZH FRQWLQXRXVO\ UHYLHZ DQG LPS
FXUUHQWO\ XVH &RPSXWHU ,QWHJUDWHG ODQXIDFWXULQJ 323&,0° D FRPPRQ TXDOLW\ PDQDJ}t
DQG UHSRUWY RQ DOO VWHSV LQ WKH PDQXIDFWXULQJ SURFHVV 607& LV FRQWLQXLQJ WR P
ZLWK )DFWRU\ /RJL[ D SURGXFW IURP $HJLV ,QGXVWULDO 6RIWZDUH 7KLV LQYHVWPHQW ZLO
FRPSRQHQW DQG SURGXFW OHYHO :H XVH D FXVWRPHU FHQWULF WHDP EDVHG DSSURDFK V
NH\ TXDOLW\ UHTXLUHPHQWY DQG ZKHUH DSSOLFDEOH WKH\ HQVXUH VXSSOLHUY DGKHUH V
2UJDQL]DWLRQ IRU 6WDQGDUGL]DWLRQ 3,62° ,62 TXDOLW\ PDQDJHPHQW V\VWHP VWDQGD!
(QYLURQPHQWDO 0DQDJHPHQW 6WDQGDUGYV ,62 FHUWLILFDWLRQ (DFK RI WKHVH VWDQGI
DVVRFLDWLRQ FRQQHFWLQJ WKH HOHFWURQLF LQGXVWULHY DQG KDV EHHQ DQ ,3& PHPEHU
/DERUDWRULHV D VDIHW\ FRQVXOWLQJ DQG FHUWLILFDWLRQ FRPSDQ\ DQG &DQDGLDQ 6WDQ

ODUNHWLQJ DQG 6DOHV

2XU GLUHFW VDOHVY FKDQQHO PRGHO LV RUJDQL]J]HG DQG PDQDJHG ZLWK WHUULWRULDO
PDUNHWLQJ DQG VDOHVY WHDP ZRUN FROODERUDWLYHO\ WR JDLQ LQVLIJKW RQ SRWHQWLDO
HQKDQFH SURILWDELOLW\ PDUNHW SRVLWLRQLQJ DQG EXVLQHVYV SHUIRUPDQFH IRU FXVWRP

‘H GHYHORS UHODWLRQVKLSYV ZLWK RXU FXVWRPHUV DQG PDUNHW RXU YHUWLFDOO\ LQ
GLUHFW VDOHVY WHDPV ZRUN FORVHO\ ZLWK WKH FXVWRPHUV HQJLQHHULQJ DQG WHFKQLFD
EXVLQHVV VWUDWHIJ\ RI SURYLGLQJ HQG WR HQG VHUYLFHV E\ HQFRXUDJLQJ FURVV VHOOLC
SURGXFWY 7R DFKLHYH WKLV REMHFWLYH RXU PDUNHWLQJ DQG VDOHVY WHDPV ZRUN FORVF
PDUNHWLQJ DQG VDOHYV DFWLYLWLHY WDUJHWHG WRZDUGV NH\ FXVWRPHU RSSRUWXQLWLHV

2XU FXVWRPHU FHQWULF IRFXV FRQWLQXHV WKURXJK WR WKH H[HFXWLRQ SKDVH RI RX
DSSURDFK WKURXJKRXW DOO 607& IDFLOLWLHY $ GHGLFDWHG DFFRXQW WHDP LQFOXGLQJ D
DFFRXQWV *OREDO DFFRXQW PDQDJHUV FRRUGLQDWH DFWLYLWLHY DFURVV JHRJUDSKLF O
PDQDJHPHQW WR TXLFNO\ DGGUHVV FXVWRPHU FRQFHUQV /RFDO FXVWRPHU DFFRXQW WHDI
FRPPXQLFDWLRQV DQG LQIRUPDWLRQ PDQDJHPHQW LQIUDVWUXFWXUH

*OREDO 3URFXUHPHQW DQG 6XSSO\ &KDLQ ODQDJHPHQW

607& GHOLYHUV VXSSO\ FKDLQ FDSDELOLWLHY DQG VROXWLRQV WKDW VXSSRUW WKH WR
LQWHJUDWH WKH HQWLUH VXSSO\ FKDLQ 2XU H[WHQGHG VXSSO\ FKDLQ PRGHO UHFRJQL]HV
HQVXUH RYHUDOO VXSSO\ FKDLQ RSWLPL]DWLRQ IURP SURGXFW GHVLJQ SURFHVVHV PDQXI
7KH HQG UHVXOW LV JUHDWHU FRQWURO RYHU D FRPSOH[ H[WHQGHG VXSSO\ FKDLQ WR KHO
FRPSHWLWLYH DGYDQWDJHV




,Q OHDQ PDQXIDFWXULQJ HQYLURQPHQWY VXFFHVV LV GHILQHG E\ KRZ IDVW DQG KRZ H
JOREDO VXSSO\ FKDLQ FRQGLWLRQV 607& OHYHUDJHYV VXSSO\ FKDLQ WRROV DQG V\VWHPYV
UHO\ RQ 607&fYV FRUH SURFHVVHY DQG FDSDELOLWLHV WR GULYH WKH VXFFHVV RI WKHLU V
FXVWRPHUfV XQLTXH UHTXLUHPHQWYV

607& HPSOR\V $JLOH 3URGXFW /LIHF\FOH ODQDJHPHQW 3$JLOH" VROXWLRQV VRIWZDUH V
FRPSOLDQFH DQG GULYH LQQRYDWLRQ WKURXJKRXW WKH SURGXFW OLIHF\FOH $JLOH SUR"
LOQWHJUDWLRQ UHTXLUHPHQWY $JLOH HQDEOHV D VLQJOH HQWHUSULVH YLHZ RI WKH SURG
LOWURGXFWLRQ WLPH UHGXFH GLUHFW PDWHULDO FRVWY DQG HQVXUH UHJXODWRU\ FRPSO

7KH GHPDQG PDQDJHPHQW SURFHVV LV D FRUH SURFHVV DW 607& ZKLFK GULYHV VKRUW
RSWLPL]JHV PDWHULDOV DYDLODELOLW\ VXSSO\ EDVH SHUIRUPDQFH DQG RYHUDOO OLDELOLYV
HIWHQVLYH FXVWRPHU FRPPXQLFDWLRQ DQG YLVLELOLW\ WR HQVXUH HIIHFWLYH GHPDQG PD
FKDQJHV LQ FXVWRPHU DQG HQG PDUNHW GHPDQG UDSLG FRPPXQLFDWLRQ WR VXSSOLHUV

607& DOVR HPSORDGEIHNDPORMY HQWHIUDWHG UHVSRQVH PDQDJHPHQW WRRO WKDW DOORZV
DQG HQDEOH FROODERUDWLRQ DFURVV HIWHQGHG VXSSO\ QHWZRUNV 7KH WRRO DOORZV 60
UDSLG PDQXIDFWXULQJ UHVRXUFH SODQQLQJ FOHDU WR EXLOG DQDO\VLY DQG 5BBPHRQIRQW
607& WHDPV DUH DEOH WR DFKLHYH KLJK OHYHOV RI VXSSO\ FKDLQ DJLOLW\ ZLWK LPPHGLDW
HQDEOHYVY UHDO WLPH VXSSO\ FKDLQ YLVLELOLW\ DQG RQ OLQH FROODERUDWLRQ DQ\ZKHUH L
UHVSRQG WR D ZLGH YDULHW\ RI VXSSO\ FKDLQ FKDOOHQJHV

9LVLELOLW\ VROXWLRQV DUH FXVWRPL]JHG WR VXSSRUW D UDQJH RI UHTXLUHPHQWYVY LQF(
DYDLODEOH WR SURPLVH HQG PDUNHW GHPDQG VWHHULQJ DQG VHUYLFH SDUWYV PDQDJHPH
KXE ORFDWLRQV DV ZHOO DV D YLHZ RI PDWHULDOV VXSSO\ &XVWRP UHSRUWYV FDQ EH VHW
7KLV LQYHQWRU\N DQG VXSSO\ EDVH OLDELOLWLHY GDVKERDUG KDV SURYHQ WR EH D YDOXD
SURFHVVHY DQG PXOWL QRGH VXSSO\ FKDLQV

7KH &RPSDQ\ KDV D JOREDO FRPPRGLW\ PDQDJHU LQ .RZORRQ +RQJ .RQJ ZKR VHUYHV W
UHJLRQ DQG SURYLGHV WKH &RPSDQ\ ZLWK FRPSHWLWLYH SULFLQJ 7KH +RQJ .RQJ RIILFH P

607& 6XSSOLHUYV

5DSIHVSRARWUNY KDQG LQ KDQG ZLWK FXVWRP HOHFWURQLFDO GDWD LQWHUFKDQJH 3(',”
LQIRUPDWLRQ H[FKDQJH DQG WUDQVDFWLRQV ZLWK VXSSOLHUV 7KURXJK (', SURJUDPV 607
HITHFWLYHO\ SODQ IDFWRU\ FDSDFLWLHY DQG SURYLGH FXVWRPHU GHOLYHU\ FRPPLWPHQWYV

:LWK RXU ZHE EDVHG FROODERUDWLYH SODQQLQJ VI\VWHPV RXU FXVWRPHUVY QHHGV DL
DFKLHYDEOH WKURXJK WUDGLWLRQDO (', :H EHOLHYH RXU YROXPH RI SURFXUHPHQW HQKLEL
DQG REWDLQ VXSSO\ RI FRPSRQHQWY LQ FRQVWUDLQHG PDUNHWYV

‘H JHQHUDOO\ RUGHU PDWHULDOV DQG FRPSRQHQWY XQGHU RXU DJUHHPHQWYV ZLWK FXV
‘H KDYH LPSOHPHQWHG VSHFLILF LQYHQWRU\ PDQDJHPHQW VWUDWHJILHYV ZLWK FHUWDLQ VX:
JOXFWXDWLRQV LQ PDWHULDO FRVWYV W\SLFDOO\ DUH SDVVHG WKURXJK WR FXVWRPHUV :H
FDXVHV D FRUUHVSRQGLQJ GHOD\ LQ RXU UHYHQXH UHFRJQLWLRQ DQG DQ LQFUHDVH LQ LQY
SXUFKDVHG DQG JRRGV PDQXIDFWXUHG RQ WKHLU EHKDOI




607& &XVWRPHUV
607& LV D GLVWLQFWLYH PLG WLHU (06 SURYLGHU VXSSRUWLQJ FXVWRPHUV LQ LQGXVWU

5HYHQXH LQ ZDV DWWULEXWHG WR WKH IROORZLQJ LQGXVWU\ VHFWRUYV IURP LQ(
DQG IURP PHGLFDO

,QGXVWULDO SURGXFW H[SHUWLVH LQFOXGHV

" BHPLFRQGXFWRU PDQXIDFWXULQJ DQG WHVW HTXLSPHQW
" (OHFWULFDO GLVWULEXWLRQ LQGXVWULDO FRQWUROV

" 3RLQW RI 6DOH 326 WHUPLQDOV

" &XUUHQF\ UHFRJQLWLRQ GHYLFHYV

" BHVLGHQWLDO DQG FRPPHUFLDO VHFXULW\ VIVWHPV

" *36 QDYLJDWLRQ DQG SRVLWLRQLQJ VI\VWHPYV

" &RPSRQHQWY DQG VXE VIVWHPV IRU UDSLG SURWRW\SLQJ HTXLSPHQW
" 5) PRGXOHV IRU VDWHOOLWH EDVHG WUDFNLQJ VIVWHPYV
" 3URWRFRO DQDO\]HUV

" /IDVHU SUHFLVLRQ PHDVXUHPHQW HTXLSPHQW

" &&' DQG &026 FDPHUDV IRU PDFKLQH YLVLRQ V\VWHPV

" 5RERWLFV DXWRPDWLRQ V\VWHPYV

" +LJK HQG DXGLR V\VWHPYV

" +RPH VHFXULW\ VA\VWHPV

" 6SRUWYV DQG UHFUHDWLRQDO HTXLSPHQW

"'LJLWDO LPDJLQJ FDPHUD SURGXFWYV

" 7JRXFK VFUHHQ KDQGKHOG SDQHO GHYLFHYV

" *36 DQG VHQVRU HQDEOHG PLFUR RSWLFV GLVSOD\V

IHWZRUNLQJ DQG &RPPXQLFDWLRQ SURGXFW H[SHUWLVH LQFOXGHYV

" 9R,3 LQIUDVWUXFWXUH DFFHVVLQJ ,95 VIVWHPV

" &DUULHU FODVV VZLWFKLQJ DQG URXWLQJ VIVWHPYV

" %URDGFDVW FRPPXQLFDWLRQ HTXLSPHQW

" %URDGEDQG DFFHVVLQJ $'6/ DQG ZLUHOHVV JDWHZD\ PRGHP

" 9LGHR DQG DXGLR VLJQDO SURFHVVLQJ DQG GLVWULEXWLRQ V\VWHPV

" 1HWZRUN WUDIILF PDQDJHPHQW GHYLFHV

" 1HWZRUN DSSOLFDWLRQ GHOLYHU\ DQG RSWLPL]DWLRQ

" 7THVW DQG OHDVXUHPHQW HQKDQFHG HTXLSPHQW

" 3ULYDWH ,3 FRPPXQLFDWLRQV GHYLFHV

" 5DGLR JUHTXHQF\ HQKDQFHG HTXLSPHQW

" 3URIHVVLRQDO DXGLR DQG YLGHR SURFHVVLQJ DQG GLVWULEXWLRQ V\VWHPV
" +DQGKHOG LQWHUQHW DFFHVV GHYLFHV

" +LJK HQG VWRUDJH GHYLFHV

" 21ILFH SULQWHUV QHWZRUNHG SURGXFWLRQ DQG LQGXVWULDO SULQWLQJ VIVWHPV
" OLG UDQJH VHUYHUV DQG FRPSXWLQJ VIVWHPV

" (OHFWURQLF GLVSOD\ VIVWHPV

" )LQDQFLDO WHUPLQDOV ZLWK ELRPHWULF DXWKHQWLFDWLRQ

" 'LILWDO PHGLD V\VWHPV

" BXSHUFRPSXWLQJ DQG FORXG FRPSXWLQJ SODWIRUPV

* ORELOH 6PDUW DQG :L )L %OXHWRRWK GHYLFHV




3RZHU DQG (QHUJ\ SURGXFW H[SHUWLVH LQFOXGHYV

" 6RODU FDSLWDO HTXLSPHQW SURGXFWYV
" 39 PRGXOH DVVHPEO\ DQG PDQXIDFWXULQJ

" 6PDOO PHGLXP DQG ODUJH LQYHUWHUV FRPELQHUV DQG SRZHU SURGXFWYV
" 6PDUW JULG SURGXFWYV

" BRODU SRZHU LQYHUWHUV

" 3RZHU VWRUDJH FRQYHUWRUV

" 1RWHERRN DQG WDEOHW UHFKDUJHDEOH EDWWHU\

" 3RZHU PRQLWRU DQG FRQWUROOHUYV

" 3RZHU EDWWHU\ FKDUJHUV DQDO\]HUV

" (QHUJ\ FRQWUROOHUYV DQG PRQLWRUV

" (QYLURQPHQW FRQWURO WKHUPRVWDWYV

" /(" OLIKWLQJ VI\VWHPV

OHGLFDO SURGXFW H[SHUWLVH LQFOXGHYV

" '"LDJQRVWLF GHYLFHV

" PDJLQJ DQG ODERUDWRU\ HTXLSPHQW

" 3DWLHQW PRQLWRULQJ VI\VWHPV

" _QIXVLRQ SXPSV DQG GLVSHQVLQJ VI\VWHPV

" OHGLFDWLRQ GLVSHQVLQJ GHYLFHV

" +HDOWK DQG ZHOOQHVV SHUVRQDO SURGXFWYV

" +HDOWKFDUH PDQDJHPHQW

" '"HQWDO HTXLSPHQW

" (OHFWURQ PLFURVFRSHYV

" (QYLURQPHQWDO HTXLSPHQW SURFHVV IRU VFLHQWLILF LQVWUXPHQWYV
" %ORRG JOXFRVH PHWHUYV

" OHGLFDO LPDJLQJ DQG ODERUDWRU\ ; UD\ HTXLSPHQW

607& DFKLHYHG ,62 FHUWLILFDWLRQ DW DOO VLWHV ZRUOGZLGH ,62 LV DQ LQWHU
PDQXIDFWXUH RI PHGLFDO GHYLFHV 7KH ,62 FHUWLILFDWLRQ PD\ RSHQ XS QHZ RSSRUWX
607&TV H[SHUWLVH DQG FDSDELOLWLHVY WKDW SURYLGH WKH VDIH GHVLJQ PDQXIDFWXULQJ
PRUH WKDQ \HDUVY H[SHULHQFH ZRUNLQJ LQ SDUWQHUVKLS ZLWK 2(0V 2XU )UHPRQW ORFD\
DQG LV LQ FRPSOLDQFH ZLWK IHGHUDO *RRG ODQXIDFWXULQJ 3UDFWLFH DQG WKH 4XDOLW\ 6

,Q 607& ODXQFKHG RXU TXLFN WXUQ SURWRW\SH PDQXIDFWXULQJ VHUYLFHV WKURXJK
SURWRW\SLQJ IDFLOLW\ LV ORFDWHG LQ WKH KHDUW RI 6LOLFRQ 9DOOH\ LQ RXU JUHPRQW IDI
HPHUJLQJ FRPSDQLHV ZKR QHHG SURWRW\SHV RI WKHLU QHZ LQYHQWLRQV 7KH 13, 7THFKQLF
YDOXH DGG VWHSYV ZKLOH VWLOO OHYHUDJLQJ UREXVW VXSSO\ FKDLQ DQG PDQXIDFWXULQJ I
SURYLGHYV VHUYLFHV VXFK DV ELOO RI PDWHULDOV YDOLGDWLRQ FXVWRP GHVLJQ SURGXF\
WLIKW LQWHJUDWLRQ ZLWK QHZ SURGXFW LQWURGXFWLRQ DQG SURGXFWLRQ WHDPV DOORZ




2XU &RPSHWLWLRQ

7KH (06 LQGXVWU\ LV FRPSRVHG RI QXPHURXV FRPSDQLHVY WKDW SURYLGH D UDQJH RI PD
VI\VWHP DVVHPEO\ FRQILIJIXUDWLRQ RUGHU IXOILOOPHQW UHSDLU DQG DIWHUPDUNHW VHUYI
PDQXIDFWXUHUV RU 2'0V &0V PDQXIDFWXUH SURGXFWY WKDW KDYH EHHQ GHVLJQHG E\ WKI
PDQ\ LQVWDQFHY DUH LQ GLUHFW FRPSHWLWLRQ ZLWK WKH 2(0V 607& SDUWLFLSDWHV LQ WK

&0 SURYLGHUV IDOO ZLWKLQ RQH RI IRXU WLHUV

/DUJH 7LHU *OREDO RSHUDWLRQV ZLWK PDQXIDFWXULQJ IDFLOLWLHY LQ 1RUWK $PHULFI
(XURSH /DUJH &0V DQQXDO UHYHQXHV JHQHUDOO\ DUH JUHDWHU WKDQ ELOOLRQ

OLG VL]H 7LHU 8VXDOO\ IRFXVHG LQ RQH UHJLRQ VXFK DV 1RUWK $PHULFD (XURSH RU §
UHJLRQV OLG VL]HG &0V JHQHUDOO\ KDYH DQQXDO UHYHQXHV RI XS WR ELOOLRQ

5HJLRQDO 7LHU 8VXDOO\ IRFXVHG LQ 1RUWK $PHULFD DQG W\SLFDOO\ ZLWK PLQLPXP R¢
UHYHQXHV

6PDOO 7LHU 8VXDOO\ VLQJOH IDFLOLW\ RSHUDWLRQV ZLWK DQQXDO UHYHQXHV OHVV WK

607& FRPSHWHYV DJDLQVW ODUJH &06 VXFK DV &HOHVWLFD ,QF )OH[WURQLFV ,QWHUQDWL
&RUS 6SDUWRQ ,(& 6LJPDWURQ .H\ 7URQLF &RUS DV ZHOO DV QXPHURXV PLG VL]H UHJLRQI

*RYHUQPHQWDO 5HIJXODWLRQ

2XU RSHUDWLRQV DUH VXEMHFW WR FHUWDLQ IHGHUDO VWDWH SURYLQFLDO DQG ORFD(
ZDVWH PDQDJHPHQW DQG KHDOWK DQG VDIHW\ PDWWHUV ,Q SDUWLFXODU ZH DUH VXEMHF\
GLVFKDUJH DQG GLVSRVDO RI KDJDUGRXVY FKHPLFDOV XVHG LQ WKH PDQXIDFWXULQJ SURFH

2XU FRPPLWPHQW LV WR FRQGXFW RXU EXVLQHVV LQ VXFK D ZD\ WKDW SURWHFWYV D
WKH FRPPXQLWLHYV ZKHUH ZH OLYH DQG RSHUDWH 7KH &RPSDQ\ FRRSHUDWHYV ZLWK JRYHUQ
obzv

7KH HOHFWURQLFV LQGXVWU\ LV VXEMHFW WR WKH (XURSHDQ 8QLRQYTV 5HVWULFWLRQV F
:((( GLUHFWLYHV 7KH 6WDWH RI &DOLIRUQLD SXW LQWR HIIHFW D VLPLODU PHDVXUH XQGHU !
RI 7R[LF 6XEVWDQFHV &RQWURO WR DGRSW UHJXODWLRQV WR SURKLELW WKH VDOH RI HOHF
FHUWDLQ KHDY\ PHWDOV 3DUDOOHO LQLWLDWLYHV DUH EHLQJ SURSRVHG LQ RWKHU MXULV(
&KLQD 5R+6 SURKLELWY WKH XVH Rl OHDG PHUFXU\ DQG FHUWDLQ RWKHU VSHFLILHG VXEV
UHVSRQVLELOLW)\ IRU WKH FROOHFWLRQ UHF\FOLQJ DQG PDQDJHPHQW RI ZDVWH HOHFWURC
FRPSOLDQW SURGXFWV DV GLUHFWHG E\ RXU FXVWRPHUV ,Q WKH FDVH RI :((( WKH FRPSOLEL
+RZHYHU 2(0V PD\ WXUQ WR (06 FRPSDQLHV IRU DVVLVWDQFH LQ PHHWLQJ WKHLU :((( REOLJI
UHTXLUH GLVFORVXUHV UHJDUGLQJ FRQIOLFW PLQHUDOV DQG PHDVXUHV WDNHQ WR FRPEDW
LQGXVWU\ JURXSV VXFK DV WKH *OREDO H 6XVWDLQDELOLW)\ ,QLWLDWLYH *H6, DQG WKH (,
VXSSOLHUV WR HQFRXUDJH WKHLU FRPSOLDQFH ZLWK WKH (,&& V VXSSO\ FKDLQ LQLWLDWLY

7R GDWH WKH FRVWV RI FRPSOLDQFH DQG HQYLURQPHQWDO UHPHGLDWLRQ KDYH QRW E}
IXWXUH ,1 VXFK DGGLWLRQDO RU PRGLILHG UHTXLUHPHQWY DUH LPSRVHG RQ XV RU LI FRQG
HI[SHQGLWXUHV




2XU 6WUXFWXUH DQG 2XU +LVWRU\

2XU &RPSDQ\TVY SUHVHQW FRUSRUDWH VWUXFWXUH UHVXOWHG IURP WKH -XO\ FRPELQ
6XEVHTXHQW WR WKH FRPELQDWLRQ DOO RI 6XUIDFH ORXQWYfVY RSHUDWLQJ VXEVLGLDULHV
, Q ZH H[SDQGHG RXU RSHUDWLRQV LQ 6DQ -RVH &DOLIRUQLD ZLWK WKH DFTXLVLWLRQ RI
VHUYLFHVY SURYLGHU ,Q WKH $VLDQ HQWLWLHV RI 607& (OHFWURQLFV 'RQJJIJXDQ &RPSDQ\

%DFNORJ

2XU EDFNORJ LV W\SLFDOO\ D FRPELQDWLRQ RI SXUFKDVH RUGHUV DQG IRUHFDVWV 2XU
WR GD\V :H DUH DOVR SURYLGHG DGGLWLRQDO GHPDQG EH\RQG GD\V WR GULYH PDWHU
EDFNORJ Rl H[SHFWHG SURGXFW VDOHV FRYHUHG RQO\ E\ SXUFKDVH RUGHUV LV D PHDQLQJ
UHVFKHGXOHG RU FDQFHOHG

(PSOR\HHV

$V RI -DQXDU\ ZH HPSOR\HG DSSUR[LPDWHO\ HPSOR\HHV RI ZKLFK DUH IX0OO0 !
HPSOR\HHVY DV RXU SURGXFWLRQ GHPDQGY *LYHQ WKH YDULDEOH QDWXUH RI RXU SURMHFW
DEOH WR TXLFNO\ DGMXVW RXU SURGXFWLRQ OHYHOV WR PD[LPL]JH HIILFLHQF\ 7R DFKLHYH V
RXWVLGH FRQWUDFWRUV WR TXDOLI\ RXU WHPSRUDU\ HPSOR\HHV RQ D VLWH E\ VLWH EDVLV
ZH DUH WHDP RULHQWHG G\QDPLF DQG UHVXOWY RULHQWHG ZLWK DQ HPSKDVLV RQ FXVWRP
WR EH DEOH WR IXOO\ XWLOL]J]H WKH LQWHOOHFWXDO FDSLWDO RI RXU HPSOR\HHV %HFDXVH
SDFENDJHV WR GDWH ZH KDYH QRW H[SHULHQFHG DQ\ LVVXHV DWWUDFWLQJ VNLOOHG HPSO

$V RI -DQXDU\ RXU RQO\ XQLRQL]J]HG HPSOR\HHVY ZHUH DW RXU OH[LFR IDFLOLW\ UHS
ZRUN VWRSSDJH RU VWULNH DQG EHOLHYH ZH KDYH JRRG HPSOR\HH UHODWLRQV
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$ PDMRULW\ RI RXU UHYHQXH FRPHV IURP D VPDOO QXPEHU RI FXVWRPHUV LI ZH ORVH DQ\ RI WI

‘H RSHUDWH LQ D KLJKO\ FRPSHWLWLYH DQG G\QDPLF PDUNHWSODFH LQ ZKLFK FXUUHQW
ELGGLQJ SURFHVY DPRQJ (06 SURYLGHUV 7KLV SURFHVVY FUHDWHY DQ RSSRUWXQLW\ WR LC
LV bOVR WKH SRWHQWLDO IRU UHYHQXH GHFOLQH WR WKH H[WHQW ZH DUH XQVXFFHVVIXO L
WR GHFUHDVH

2XU WZR ODUJHVW FXVWRPHUV UHSUHVHQWHG DQG RI WRWDO UHYHQXH IRU WK
UHSUHVHQWHG RI RXU WRWDO UHYHQXH IRU WKH \HDU HQGHG -DQXDU\ ‘H H[SHFW
VLIJQLILFDQW SHUFHQWDJH RI RXU UHYHQXH ,Q DGGLWLRQ WR KDYLQJ D OLPLWHG QXPEHU R
ZH ORVH DQ\ Rl RXU ODUJHVW FXVWRPHUV DV ZH KDYH KLVWRULFDOO\ H[SHULHQFHG LQ WK
H[SHULHQFH D VLJQLILFDQW UHGXFWLRQ LQ RXU UHYHQXH 7KH LQVROYHQF\ Rl RQH RU PRU}
SD\ IRU LWV RUGHUV ZRXOG GHFUHDVH UHYHQXH VLJQLILFDQWO\ $ UHGXFWLRQ LQ UHYHQX
DQG UHVXOWV RI RSHUDWLRQV

‘H DUH H[SRVHG WR JHQHUDO HFRQRPLF FRQGLWLRQV ZKLFK FRXOG KDYH DQ DGYHUVH LPSDFW

$V D UHVXOW RI XQIDYRUDEOH HFRQRPLF FRQGLWLRQV UHGXFHG FDSLWDO VSHQGL(
GHFOLQHG GXULQJ HDFK RI WKH ODVW WKUHH \HDUV ,I JHQHUDO HFRQRPLF FRQGLWLRQV
ILQDQFLDO FRQGLWLRQ VLQFH HQG FXVWRPHU GHPDQG IRU RXU FXVWRPHUVYT SURGXFWYV
&RPSDQ\YV DELOLW\ WR SUHGLFW WKH HIIHFW VXFK FRQGLWLRQV ZLOO KDYH RQ LWV FXVW
HFRQRPLF VORZGRZQ PD\ KDYH RQ LW

:H DUH H[SRVHG WR IOXFWXDWLRQV LQ FXUUHQFLHY DJDLQVW WKH 8 6 GROODU

ORVW RI RXU VDOHY DQG FRPSRQHQW SXUFKDVHV DUH GHQRPLQDWHG LQ 8 6 GROODUYV
RWKHU YDULRXV H[SHQVHY DUH GHQRPLQDWHG LQ ORFDO FXUUHQFLHV $V D UHVXOW WKH
H[FKDQJH FXUUHQF\ UDWH IOXFWXDWLRQV UHODWHG WR WKH IRUHFDVWHG &DQDGLDQ GROCGC
IRUHLJQ H[FKDQJH FXUUHQF\ UHODWHG WR (XUR FRPSRQHQW SXUFKDVHV RU $VLDQ SD\UROCGC
H[FKDQJH UDWH IOXFWXDWLRQV RXU UHYHQXHV DQG SURILWDELOLW\ FRXOG EH DGYHUVHO'

2XU LQGXVWU\N LV YHU\ FRPSHWLWLYH DQG ZH PD\ QRW EH VXFFHVVIXO LI ZH IDLO WR FRPSHWH H

7KH (06 LQGXVWU\N LV KLIJIKO\ FRPSHWLWLYH :H FRPSHWH DJDLQVW QXPHURXYVY ODUJH GRP
,QWHUQDWLRQDO /WG -DELO &LUFXLW ,QF ©6DQPLQD &RUS %HQFKPDUN (OHFWURQLFV ,QF
DJDLQVW QXPHURXYVY VPDOOHU FRPSHWLWRUV :H PD\ LQ WKH IXWXUH HQFRXQWHU FRPSHWLW
HOHFWURQLFV PDQXIDFWXULQJ VHUYLFHV 6RPH RI RXU FRPSHWLWRUV KDYH VXEVWDQWLDO
DQG ORZHU FRVW VWUXFWXUHYV WKDQ XV :H DOVR IDFH FRPSHWLWLRQ IURP WKH PDQXIDFW
WKH PHULWYV RI PDQXIDFWXULQJ SURGXFWYVY LQWHUQDOO\ YHUVXV WKH DGYDQWDJHV RI XVL




‘H H[SHULHQFH YDULDELOLW\ LQ RXU RSHUDWLQJ UHVXOWV ZKLFK FRXOG QHJDWLYHO\ LPSDFW

2XU DQQXDO DQG TXDUWHUO\ UHVXOWY KDYH IOXFWXDWHG LQ WKH SDVW 7KH UHDVRQV
LQYHVWRUV VKRXOG QRW UHO\ VROHO\ RQ RXU UHVXOWY RI RSHUDWLRQV LQ DQ\ SDVW SHU
IOXFWXDWH LQ WKH IXWXUH DV D UHVXOW RI PDQ\ IDFWRUV LQFOXGLQJ

YDULDWLRQV LQ WKH WLPLQJ DQG YROXPH RI FXVWRPHU RUGHUV UHODWLYH WR RXU PDC
YDULDWLRQV LQ WKH WLPLQJ RI VKLSPHQWY RI SURGXFWV WR FXVWRPHUYV
LOWURGXFWLRQ DQG PDUNHW DFFHSWDQFH RI RXU FXVWRPHUVY QHZ SURGXFWV
FKDQJHV LQ GHPDQG IRU RXU FXVWRPHUVYT H[LVWLQJ SURGXFWYV

WKH DFFXUDF\ Rl RXU FXVWRPHUVY IRUHFDVWV RI IXWXUH SURGXFWLRQ UHTXLUHPHQW\
FKDQJHV LQ FXVWRPHUV DQG FXVWRPHU RU SURGXFW DWWULWLRQ

HITHFWLYHQHVY LQ PDQDJLQJ RXU PDQXIDFWXULQJ SURFHVVHY LQYHQWRU\ OHYHOV D(
FKDQJHV LQ FRPSHWLWLYH DQG HFRQRPLF FRQGLWLRQV JHQHUDOO\ RU LQ RXU FXVWRPF
ZLOOLQJQHVV RI VXSSOLHUV WR VXSSO\ WKH &RPSDQ\ RQ QRUPDO FUHGLW WHUPV DQG
FKDQJHV LQ WKH FRVW RU DYDLODELOLW\ Rl FRPSRQHQWYVY RU VNLOOHG ODERU

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

,Q DGGLWLRQ PRVW RI RXU FXVWRPHUV W\SLFDOO\ GR QRW FRPPLW WR ILUP SURGXFWLR
IRUHFDVW WKH OHYHO RI FXVWRPHU RUGHUV ZLWK FHUWDLQW\ $V D UHVXOW ZH PD\ QRW Et}
SDVW ZH KDYH EHHQ UHTXLUHG WR LQFUHDVH VWDIILQJ SXUFKDVH PDWHULDOV DQG LQFXU
RUGHUV IURP FXVWRPHUV KDYH IDLOHG WR PDWHULDOL]H DQG DW WLPHV GHOLYHU\ VFKHG
FDQFHOODWLRQ RU UHGXFWLRQ RI RUGHUV IURP RXU ODUJHU FXVWRPHUV FRXOG FDXVH RXLl
PDUJLQVY DQG DGYHUVHO\ DIIHFW RXU EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI
LQ SURGXFWLRQ ZKLFK KDYH SODFHG EXUGHQV RQ RXU PDQXIDFWXULQJ FDSDFLW\ DQG VX

$Q\ RI WKHVH IDFWRUV RU D FRPELQDWLRQ RI WKHVH IDFWRUV FRXOG KDYH DQ DGYHUV
‘H DUH GHSHQGHQW XSRQ WKH LQGXVWU\ VHFWRUV ZH VHUYLFH ZKLFK SURGXFH HOHFWURQLF S

ORVW RI RXU FXVWRPHUY GHYHORS WHFKQRORJLFDOO\ DGYDQFHG HOHFWURQLF SURGXF
VLIQLILFDQW IOXFWXDWLRQV LQ SURGXFW GHPDQG ,Q DGGLWLRQ WKHVH SURGXFWV DUH
DUH XQDEOH WR FUHDWH SURGXFWV WKDW NHHS SDFH ZLWK WKH FKDQJLQJ WHFKQRORJLFD
FRXOG VLIJQLILFDQWO\ GHFOLQH 2XU VXFFHVV LV ODUJHO\ GHSHQGHQW RQ WKH VXFFHVV D
HOHFWURQLFV LQGXVWU\ LV VXEMHFW WR HFRQRPLF F\FOHV DQG KDV LQ WKH SDVW H[SHUL
DQ DGYHUVH LPSDFW RQ RXU EXVLQHVYVY ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDW|

&RQVROLGDWLRQ LQ WKH LQGXVWU\ VHFWRUV ZH RSHUDWH LQ PD\ DGYHUVHO\ DITHFW RXU EXVL

&RQVROLGDWLRQ LQ WKH LQGXVWU\ VHFWRUYV DPRQJ RXU FRPSHWLWRUV RXU FXVWRPHI
VLIJQLILFDQW EX\LQJ DQG PDUNHW SRZHU RI WKHVH FRPSDQLHVY PD\ LQFUHDVH FRPSHWLWLY
RXU ODUJH FXVWRPHUY DUH DFTXLUHG RU PHUJHG ZH PD\ ORVH WKDW FXVWRPHUfV EXVLQF

6KRUWDJHV RU SULFH IOXFWXDWLRQV RI FRPSRQHQW SDUWYV VSHFLILHG E\ RXU FXVWRPHUV FRXC

$ VXEVWDQWLDO SRUWLRQ RI RXU UHYHQXH LV GHULYHG IURP WXUQNH\ PDQXIDFWXULQJ
VHUYLFHV I ZH IDLO WR PDQDJH RXU LQYHQWRU\ HIITHFWLYHO\ ZH PD\ EHDU WKH ULVN RI 10
DGYHUVH LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQ
LQ DQ H[FHVV RI PDWHULDOV 2UGHUV UHFHLYHG IURP FXVWRPHUV ZLWKLQ FRPSRQHQW OHD
VKRUWDJH RI PDWHULDOV $ VKRUWDJH RI PDWHULDOV FRXOG OHQJWKHQ SURGXFWLRQ VFK
LQYHQWRU\ DQG PD\ LQFUHDVH WKH ULVN RI LOYHQWRU\ REVROHVFHQFH ERWK RI ZKLFK PC




0DQ\ RI WKH SURGXFWYV ZH PDQXIDFWXUH UHTXLUH RQH RU PRUH FRPSRQHQWY WKDW ZH
FDQ GHOD\ SURGXFWLRQ RI DOO SURGXFWV XVLQJ WKDW FRPSRQHQW RU FDXVH FRVW LQFU
VXFK DV PHPRU\ DQG ORJLF GHYLFHVY KDYH EHHQ VXEMHFW WR LQGXVWU\ ZLGH VKRUWDJH\
KDYH QRW EHHQ DEOH WR REWDLQ DOO RI WKH PDWHULDOV UHTXLUHG 2XU LQDELOLW\ WR F
LQFUHDVH FRVWY DQG UHGXFH RSHUDWLQJ LQFRPH $OVR ZH PD\ EHDU WKH ULVN RI SHULR(
FRXOG UHGXFH RXU RSHUDWLQJ LQFRPH ,Q DGGLWLRQ ZH UHO\ RQ D YDULHW\ RI FRPPRQ FI
SRUWV $ ZRUN VWRSSDJH VWULNH RU VKXWGRZQ RI D PDMRU SRUW RU DLUSRUW FRXOG UH
DGYHUVH LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQ

9RODWLOLW\ LQ WKH ILQDQFLDO PDUNHWYV

2XU DELOLW\ WR REWDLQ IXWXUH ILQDQFLQJ RU DPHQG WKH H[LVWLQJ WHUPV RI RXU FXUI
LPSDFWHG E\ WKH YRODWLOLW\ RI WKH FUHGLW PDUNHWY ,Q DGGLWLRQ WKH YRODWLOLW\
LPSDFWV FRXOG OHDG WR D GHFUHDVH LQ GHPDQG IRU RXU VHUYLFHVY DV ZHOO DV RXU FX\
HITHFW RQ RXU UHVXOWY RI RSHUDWLRQV RU LQ RXU FXVWRPHUYV KDYLQJ LQVXIILFLHQW ILC

,/ ZH DUH XQDEOH WR UHVSRQG WR UDSLGO\ FKDQJLQJ WHFKQRORJ\ DQG SURFHVV GHYHORSPHQW

7KH PDUNHW IRU RXU VHUYLFHV LV FKDUDFWHUL]JHG E\ UDSLGO\ FKDQJLQJ WHFKQRORJ\
GHSHQG LQ ODUJH SDUW XSRQ RXU DELOLW\ WR PDLQWDLQ DQG HQKDQFH RXU WHFKQRORJL
WR VXFFHVVIXOO\ DQWLFLSDWH RU UHVSRQG WR WHFKQRORJLFDO FKDQJHV RQ D FRVW HIIF
FRPSHWLWLRQ IURP QHZ RU UHYLVHG WHFKQRORJLHY WKDW UHQGHU H[LVWLQJ WHFKQRORJ}!
DEOH WR HIIHFWLYHO\ UHVSRQG WR WKH WHFKQRORJLFDO UHTXLUHPHQWY RI WKH FKDQJLQ!.
UHPDLQ FRPSHWLWLYH WKH GHYHORSPHQW DFTXLVLWLRQ DQG LPSOHPHQWDWLRQ RI VXFK
PD\ QRW EH DEOH WR DFFHVV FDSLWDO IRU WKHVH SXUSRVHV LQ WKH IXWXUH DQG LQYHVWI

&\EHU VHFXULW\ LOQFLGHQWY FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU RSHUDWLRQV C

2XU RSHUDWLRQV DQG VA\VWHPV FRXOG EH LQWHUUXSWHG E\ F\EHU VHFXULW\ DWWDFNV
FXVWRPHUV GXH WR RXU UHOLDQFH RQ RXU V\VWHPV LQ WKH GD\ WR GD\ RSHUDWLRQV RI F
UHFRYHU\ SODQV WKDW DUH LOWHQGHG WR DOORZ XV WR UHFRYHU IURP QDWXUDO GLVDVW
IXOO\ UHGXQGDQW DQG ZH FDQQRW EH VXUH WKDW RXU SODQV ZLOO IXOO\ SURWHFW XV IUF

I WKH SURGXFWV ZH PDQXIDFWXUH DUH GHIHFWLYH GHPDQG IRU RXU VHUYLFHV PD\ GHFOLQH DQ:

'"HIHFWV LQ WKH SURGXFWV ZH PDQXIDFWXUH ZKHWKHU FDXVHG E\ D GHVLJQ HQJLQHHU
SURFHVVHVY FRXOG UHVXOW LQ SURGXFW RU FRPSRQHQW IDLOXUHV ZKLFK PD\ GDPDJH RXU

,] D SURGXFW RU FRPSRQHQW ZH PDQXIDFWXUH LV IRXQG WR FDXVH DQ\ SHUVRQDO LQM:.
VLIQLILFDQW H[SHQGLWXUHV WR UHVROYH DQ\ SRWHQWLDO FODLPV UHVXOWLQJ IURP VXFK
PDUNHWSODFH ZKLFK FRXOG UHVXOW LQ WKH ORVV RI H[LVWLQJ FXVWRPHUV DQG RXU DELO
KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG UHVXO

$OWKRXJIJK JHQHUDOO\ OLDELOLW\ IRU WKHVH FODLPV LQ RXU FRQWUDFWYV UHVW ZLWK |
FRVWY RU OLDELOLWLHY DULVLQJ IURP D GHIHFWLYH SURGXFW RU FRPSRQHQW IRU ZKLFK W
‘H DUH VXEMHFW WR WKH ULVN RI LQFUHDVHG WDJ[HV

:H EDVH RXU WD[ SRVLWLRQ XSRQ WKH DQWLFLSDWHG QDWXUH DQG FRQGXFW RI RXU E:

ZH KDYH DVVHWYV RU FRQGXFW DFWLYLWLHV 2XU WD[ SRVLWLRQ KRZHYHU LV VXEMHFW WR
FDQQRW GHWHUPLQH LQ DGYDQFH WKH H[WHQW WR ZKLFK VRPH MXULVGLFWLRQV PD\ DVVHYV




2XU EXVLQHVYV ZLOO VXIIHU LI ZH DUH XQDEOH WR DWWUDFW DQG UHWDLQ NH\ SHUVRQQHO DQG

2XU EXVLQHVYVY GHSHQGY RQ RXU DELOLW\ WR FRQWLQXH WR UHFUXLW WUDLQ DQG UHWLEL
SHUVRQQHO S5HFUXLWLQJ SHUVRQQHO LQ RXU LQGXVWU\ LV KLIJIKO\ FRPSHWLWLYH 2XU DEL
DQG UHWDLQ PDQDJHPHQW DQG H[LVWLQJ HPSOR\HHV 7KHUH FDQ EH QR DVVXUDQFH WKDW .
SHUVRQQHO ,Q DGGLWLRQ LI ZH UHFHLYH D VLJQLILFDQW YROXPH RI QHZ RUGHUYV DW DQ\ F
DQG DFFRUGLQJO\ PD\ H[SHULHQFH GHOD\V WKDW FRXOG DGYHUVHO\ DIIHFW RXU DELOLW\ W

5LVNV SDUWLFXODU WR RXU LQWHUQDWLRQDO PDQXIDFWXULQJ RSHUDWLRQV FRXOG DGYHUVHO

2XU LQWHUQDWLRQDO PDQXIDFWXULQJ RSHUDWLRQV DUH VXEMHFW WR LQKHUHQW ULVN\
IOXFWXDWLRQV LQ WKH YDOXH RI FXUUHQFLHY DQG KLJK OHYHOV RI LQIODWLRQ
ORQJHU SD\PHQW F\FOHV DQG JUHDWHU GLIILFXOW\ LQ FROOHFWLQJ DPRXQWY UHFHLYDI
UHGXFHG FUHGLW DQG SD\PHQW WHUPV ZLWK YHQGRUYV

XQH[SHFWHG FKDQJHV LQ DQG WKH EXUGHQV DQG FRVWV RI FRPSOLDQFH ZLWK D YDULH
SROLWLFDO DQG HFRQRPLF LQVWDELOLW\

LQFUHDVHV LQ GXWLHV DQG WD[DWLRQ

FKDQJHV LQ LQWHUQDWLRQDO WUDGH DJUHHPHQWYV

LPSRVLWLRQ RI UHVWULFWLRQV RQ FXUUHQF\ FRQYHUVLRQ RU WKH WUDQVIHU RI IXQGV
WUDGH UHVWULFWLRQV

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

,Q RI RXU UHYHQXH ZDV HDUQHG IURP SURGXFWV WKDW ZH PDQXIDFWXUHG LQWH
DJUHHPHQWY LQ UHODWLRQ WR OH[LFR RU &KLQD FRXOG KDYH DQ DGYHUVH LPSDFW RQ RXU

‘H DUH VXEMHFW WR D YDULHW\ RI HQYLURQPHQWDO ODZV ZKLFK H[SRVH XV WR SRWHQWLDO OLC

2XU RSHUDWLRQV DUH UHJXODWHG XQGHU D QXPEHU RI IHGHUDO VWDWH SURYLQFLDO
RWKHU WKLQJYV WKH GLVFKDUJH RI KD]JDUGRXV PDWHULDOV LQWR WKH DLU DQG ZDWHU DV z
HQYLURQPHQWDO ODZV LV D PDMRU FRQVLGHUDWLRQ IRU XV EHFDXVH ZH XVH PHWDOV DQG
HQYLURQPHQWDO ODZV IRU WKH FRVW RI FOHDQLQJ XS SURSHUWLHV ZH RZQ RU RSHUDWH LI
ZKHWKHU ZH FDXVHG VXFK UHOHDVH ,Q DGGLWLRQ ZH PD\ EH OLDEOH IRU FRVWYV DVVRFLDW
GLVSRVDO RI KD]JDUGRXV ZDVWHV LI VXFK VLWHVY EHFRPH FRQWDPLQDWHG HYHQ LI ZH IXOO
YLRODWLRQ RI HQYLURQPHQWDO ODZV ZH FRXOG EH KHOG OLDEOH IRU GDPDJHV LQFOXGLQ.
UHYRFDWLRQ RI RXU GLVFKDUJH SHUPLWV $Q\ VXFK UHYRFDWLRQV FRXOG UHTXLUH XV WR
HITHFW RQ RXU RSHUDWLRQV (QYLURQPHQWDO ODZV FRXOG DOVR EHFRPH PRUH VWULQJHQV
DVVRFLDWHG ZLWK DQ\ YLRODWLRQ ZKLFK FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLC

2XU FXVWRPHUV PD\ FDQFHO WKHLU RUGHUV FKDQJH SURGXFWLRQ TXDQWLWLHV RU ORFDWLRQ"
GHPDQGV FRXOG KDUP RXU EXVLQHVYV

2XU LQGXVWU\ PXVW SURYLGH LQFUHDVLQJO\ UDSLG SURGXFW WXUQDURXQG IRU LWV FX\
FXVWRPHUV DQG ZH FRQWLQXH WR H[SHULHQFH UHGXFHG OHDG WLPHV LQ FXVWRPHU RUGHL
FKDQJH WKHLU VRXUFLQJ VWUDWHIJ\ IRU D QXPEHU RI UHDVRQV 6XFK FKDQJHV GHOD\V DQ
LOQYHQWRU\ ZKLFK ZH PD\ QRW EH DEOH WR VHOO WR WKH FXVWRPHU RU D WKLUG SDUW\ 7
UHGXFWLRQV GHOD\V RU FKDQJHV LQ VRXUFLQJ VWUDWHJI\ E\ D VLIQLILFDQW FXVWRPHU R
QXPEHU RI SURGXFWV WKDW ZH VHOO GHOD\LQJ WKH SD\PHQW WR XV IRU LQYHQWRU\ WKDV
DVVRFLDWHG IL[HG FRVWY QRW GHSHQGHQW RQ RXU OHYHO RI UHYHQXH

,Q DGGLWLRQ ZH PDNH VLJQLILFDQW GHFLVLRQV LQFOXGLQJ GHWHUPLQLQJ WKH OHYHC
SURFXUHPHQW FRPPLWPHQWVY SHUVRQQHO QHHGYV DQG RWKHU UHVRXUFH UHTXLUHPHQWYV |
FXVWRPHUVY FRPPLWPHQWYV DQG WKH SRVVLELOLW\ Rl UDSLG FKDQJHV LQ GHPDQG IRU WKH
FXVWRPHUV




2Q RFFDVLRQ FXVWRPHUV PD\ UHTXLUH UDSLG LQFUHDVHYV LQ SURGXFWLRQ ZKLFK FDQ
RXU FRVWY DQG RSHUDWLQJ H[SHQVHVY DUH UHODWLYHO\ IL[HG D UHGXFWLRQ LQ FXVWRPH!

‘H VWUXFWXUH RXU DJUHHPHQWYV ZLWK FXVWRPHUV WR PLWLJDWH RXU ULVNVY UHODWHG
PDWHULDO H[SHQVH DQG GHOD\ LQ SD\PHQW IRU LQYHQWRU\ ,I DQ\ RI RXU VLIJQLILFDQW FX"
PDWHULDOO\ KDUPHG

,QWHOOHFWXDO SURSHUW\ LQIULQJHPHQW FODLPV DJDLQVW RXU FXVWRPHUV RU XV FRXOG KDL

2XU GHVLJQ DQG PDQXIDFWXULQJ VHUYLFHV RIITHULQJY LQYROYH WKH FUHDWLRQ DQG XV
SURSHUW\ LQIULQJHPHQW IURP WKLUG SDUWLHVY DV ZHOO DV FODLPV DULVLQJ IURP WKH DO
FXVWRPHUV PD\ UHTXLUH WKDW ZH LQGHPQLI\ WKHP DJDLQVW WKH ULVN RI LQWHOOHFWXDO
LQIULQJHPHQW ZKHWKHU RU QRW WKH\ KDYH PHULW ZH FRXOG EH UHTXLUHG WR H[SHQG VLl
FODLP ZH PD\ EH UHTXLUHG WR VSHQG D VLJQLILFDQW DPRXQW RI PRQH\ WR GHYHORS QRQ
VXFK DOWHUQDWLYHYVY RU REWDLQLQJ VXFK OLFHQVHVY RQ UHDVRQDEOH WHUPV RU DW DOO

‘H KDYH LOQFXUUHG VXEVWDQWLDO UHVWUXFWXULQJ FKDUJHV LQ WKH SDVW DQG ZH PD\ QHHG W

‘H KDYH LQFXUUHG VLJQLILFDQW H[SHQVHY UHODWHG WR UHVWUXFWXULQJ RI RXU RSHUDWI
PD\ LQFXU LQ WKH IXWXUH FRVWY UHODWHG WR ZRUNIRUFH UHGXFWLRQV DQG IDFLOLW\ FO
WKH IXWXUH EXW FDQQRW SUHGLFW WKH WLPLQJ RU DPRXQW RI VXFK FKDUJHV $Q\ VXFK F

I 2(0V VWRS RU UHGXFH WKHLU PDQXIDFWXULQJ DQG VXSSO\ FKDLQ RXWVRXUFLQJ RXU EXVLQH"

)XWXUH JURZWK LQ RXU UHYHQXHY GHSHQGY RQ QHZ RXWVRXUFLQJ RSSRUWXQLWLHV LC
UHVSRQVLELOLWLHV IURP 2(0V &XUUHQW DQG SURVSHFWLYH FXVWRPHUV FRQWLQXRXVO\ H’
SURGXFWV WKHPVHOYHV 7R WKH H[WHQW WKDW RXWVRXUFLQJ RSSRUWXQLWLHYV DUH QRW
XVH RWKHU SURYLGHUV RI WKHVH VHUYLFHV RXU IXWXUH JURZWK ZRXOG EH OLPLWHG

JURP WLPH WR WLPH ZH DUH LQYROYHG LQ YDULRXVY OHJDO SURFHHGLQJV

,Q WKH SDVW ZH KDYH EHHQ QRWLILHG Rl FODLPY UHODWLQJ WR YDULRXV PDWWHUYV LQI
RUGLQDU\ FRXUVH RI EXVLQHVV ,Q WKH HYHQW RI VXFK D FODLP ZH PD\ EH UHTXLUHG WR \
OLWLIJDWLRQ HYHQ ZKHUH D FODLP LV ZLWKRXW PHULW FRXOG UHVXOW LQ VXEVWDQWLDO
GLVSXWHV HYHQ WKRVH HQFRXQWHUHG LQ WKH RUGLQDU\ FRXUVH RI EXVLQHVV FRXOG KI
UHVXOWY RI RSHUDWLRQV




5,6.6 5(/$7(' 72 285 &$3,7$/ 6758&785(
2XU LQGHEWHGQHVV FRXOG DGYHUVHO\ DIIHFW RXU ILQDQFLDO KHDOWK DQG VHYHUHO\ OLPLW F

7KH &RPSDQ\ ERUURZYV PRQH\ XQGHU D 5HYROYLQJ &UHGLW DQG 6HFXULW\ $JUHHPHQW Z
'"HEW )DFLOLW\ FROOHFWLYHO\ WKH 331& )DFLOLWLHV" ZLWK 31& %DQN 1DWLRQDO $VVRFLDW
5HYROYLQJ &UHGLW )DFLOLW\ EHDU LQWHUHVW DW WKH 8 6 EDVH UDWH SOXV 7KH DSSOI
EDVH FRPPHUFLDO OHQGLQJ UDWH VKRXOG DSSUR[LPDWH SULPH UDWH

2XU GHEW RXWVWDQGLQJ XQGHU WKH 31& )DFLOLWLHYV FRXOG KDYH DGYHUVH FRQVHTX}

ZLOO EH PRUH YXOQHUDEOH WR DGYHUVH JHQHUDO HFRQRPLF FRQGLWLRQV

ZLOO EH UHTXLUHG WR GHGLFDWH D VXEVWDQWLDO SRUWLRQ RI RXU FDVK IORZ IURP

PD\ KDYH GLIILFXOW\ REWDLQLQJ ILQDQFLQJ LQ WKH IXWXUH IRU ZRUNLQJ FDSLWDO

PD\ KDYH OLPLWHG IOH[LELOLW\ LQ SODQQLQJ IRU RU UHDFWLQJ WR FKDQJHV LQ RXU

‘H FRXOG EH OLPLWHG LQ RXU ERUURZLQJ RI DGGLWLRQDO IXQGY DQG PDNLQJ VWUDWHJ
FUHGLW DUUDQJHPHQWYV

t :H PD\ IDLO WR FRPSO\ ZLWK FRYHQDQWYV XQGHU RXU 31& )DFLOLWLHV 7KH ILQDQFLDO FR
DQG OLPLW XQIXQGHG FDSLWDO H[SHQGLWXUHV DOO DV GHILQHG LQ WKH 5HYROYLQJ &Ut
FKDUJH FRYHUDJH UDWLR LV LQ HIIHFW RQ D UROOLQJ WZHOYH PRQWK EDVLV XQWLO -DQ
DVVXUDQFH WKDW WKH &RPSDQ\ ZLOO PHHW WKHVH FRYHQDQWV $ IDLOXUH WR FRPSO\
DQG LV QRW FXUHG RU ZDLYHG LW FRXOG UHVXOW LQ DOO DPRXQWYV RXWVWDQGLQJ WF
&RPSDQ\ REWDLQV D ZDLYHU IURP WKH OHQGHU

H o
IITITITTXT

2XU OHYHUDJH DQG UHVWULFWLRQV FRQWDLQHG LQ WKH 31& )DFLOLWLHYV PD\ PDWHULDO
HQJDJH LQ RWKHU EXVLQHVYV DFWLYLWLHVY ,Q DGGLWLRQ RXU DELOLW\ WR SD\ SULQFLSDO
IXWXUH RSHUDWLQJ SHUIRUPDQFH ZKLFK ZLOO EH DIIHFWHG E\ SUHYDLOLQJ HFRQRPLF FRQ
FRQWURDO

‘H IDFH VLJQLILFDQW UHVWULFWLRQV RQ RXU DELOLW\ WR RSHUDWH XQGHU WKH WHUPV RI RXU

7KH WHUPV RI RXU 31& )DFLOLWLHY JHQHUDOO\ UHVWULFW DPRQJ RWKHU WKLQJV RXU D
LQYHVWPHQWY SD\ GLYLGHQGY RU PDNH FHUWDLQ RWKHU UHVWULFWHG SD\PHQWV FRQVXF
DIILOLDWHY PHUJH FRQVROLGDWH RU VHOO DVVLJQ WUDQVIHU OHDVH FRQYH\ RU RWKHI
J)DFLOLWLHY DOVR KDV D ERUURZLQJ EDVH IRUPXOD WKDW OLPLWY RXU DELOLW\ WR ERUURZ
LQYHQWRU\ 6XEVWDQWLDOO\ DOO RI RXU DVVHWY DQG WKRVH RI RXU VXEVLGLDULHY DUH S

,] ZH DUH QRW DEOH WR FRPSO\ ZLWK WKHVH FRYHQDQWY DQG UHTXLUHPHQWY 31& KDV
VRXUFHV RI ILQDQFLQJ ZKLFK PD\ QRW EH DYDLODEOH RU EH DYDLODEOH RQ DFFHSWDEOH
RUGHUV ZLWK XV ZKLFK PD\ KDYH DQ DGYHUVH LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQ(
VXIILFLHQW DFFHVV WR FDSLWDO WR ILQDQFH RSHUDWLRQV RU FDSLWDO QHHGYV




5,6.6 5(/$7(' 72 7$; /266 87,/,=$7,21 $1' 7$; 5(*8/$7,21
2XU DELOLW\ WR UHFRJQL]H WD[ EHQHILWY RQ RXU H[LVWLQJ 8 6 QHW RSHUDWLQJ ORVV SRVLW

‘H KDYH JHQHUDWHG VXEVWDQWLDO ORVV FDUU\IRUZDUGY DQG RWKHU WD[ DVVHWYV IRU
2XU DELOLW\ WR IXO0O\ XVH WKHVH WD[ DVVHWYV ZLOO EH DGYHUVHO\ DIIHFWHG LI ZH KDYH D
3,5&" $Q RZQHUVKLS FKDQJH LV JHQHUDOO\ GHILQHG DV D JUHDWHU WKDQ SHUFHQWDJH
GHILQHG IRU SXUSRVHV RI 6HFWLRQ RI WKH ,5& LQ D UROOLQJ WKUHH \HDU SHULRG

$W RXU $QQXDO *HQHUDO OHHWLQJ WKH &RPSDQ\ UDWLILHG D 7D[ %HQHILWYV 3UHVHUY
ORVVHV 312/V" DQG RWKHU WD[ DVVHWYV IURP DQ 3RZQHUVKLS FKDQJH" XQGHU 8 6 IHGHUDO
SURWHFWLQJ RXU 12/V DQG RWKHU WD[ DVVHWYV

,Q WKH SDVW WKH &RPSDQ\ KDV KDG KLVWRULFDO QHW RSHUDWLQJ ORVVHV H[SLUH XQX
WKHVH ORVVHV ZLOO FRQWLQXH WR H[SLUH XQXWLOL]J]HG DQG ZH PD\ QRW EH DEOH WR UHFR
7KHUH PD\ EH DGYHUVH FRQVHTXHQFHVY UHVXOWLQJ IURP IXWXUH JRYHUQPHQWDO WD[ DXGLWV Fk

7KH &RPSDQ\ KDV WDNHQ YDULRXV WD[ SRVLWLRQV LQ GHWHUPLQLQJ LWV WD[ OLDELOLW
UHJXODWLRQ PD\ UHTXLUH WKH &RPSDQ\ WR FKDQJH LWV SULRU SHULRG WD[ UHWXUQV DQG




5,6.6 5(/$7(' 72 6(&85,7,(6 5(*8/$7,216 $1' /$:6
&KDQJHV LQ WKH VHFXULWLHV ODZV DQG UHJXODWLRQV KDYH LQFUHDVHG DQG PD\ FRQWLQXH

7KH 6DUEDQHYV 2[OH\ $FW RI DV ZHOO DV UHODWHG UXOHV SURPXOJDWHG E\ WKH 6(&
VHFXULWLHY GLVFORVXUH DQG FRPSOLDQFH SUDFWLFHV &RPSOLDQFH ZLWK WKHVH UXOHYV
DQQRXQFHPHQW DQG HIIHFWLYHQHVYVY RI WKHVH QHZ UXOHV :KLOH WKHVH FRVWY DUH QR Ol
WKH VHFXULWLHY DQG FUHGLW PDUNHWYV LQ DV ZHOO DV WKH JOREDO HFRQRP\ PDQ\ 8 €
EXW QRW OLPLWHG WR WKH 6(& DQG 1$6'$4 HQDFWHG DGGLWLRQDO FKDQJHV LQ WKHLU ODz
BURWHFWLRQ $FW DQG PD\ EH FRQWHPSODWLQJ DGGLWLRQDO FKDQJHV 7KHVH FKDQJHV I
LQFUHDVH

5,6.6 5(/$7(' 72 $66(660(17 2) ,17(51$/ &21752/

‘H PD\ LQ WKH IXWXUH LGHQWLI\ D PDWHULDO ZHDNQHVV LQ RXU LQWHUQDO FRQWURO RYHU ILQ
LQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

2XU PDQDJHPHQW LV UHVSRQVLEOH IRU HYWDEOLVKLQJ DQG PDLQWDLQLQJ DGHTXDWH LQ
6HFXULWLHV ([FKDQJH $FW

‘H FDQQRW DVVXUH \RX WKDW VLJQLILFDQW GHILFLHQFLHY RU PDWHULDO ZHDNQHVVHV L
H[LVWHQFH RI D VLIJQLILFDQW GHILFLHQF\ RU PDWHULDO ZHDNQHVY FRXOG UHVXOW LQ HUUF
ILQDQFLDO VWDWHPHQWY FDXVH XV WR IDLO WR PHHW RXU UHSRUWLQJ REOLJDWLRQV RU F
LQIRUPDWLRQ $Q\ FRPELQDWLRQ RI WKH DERYH FRXOG OHDG WR KDUPIXO HIIHFWV RQ RXU




,WHP 3URSHUWLHV

‘H FRQGXFW RXU RSHUDWLRQV ZLWKLQ DSSUR[LPDWHO\ VTXDUH IHHW RI EXLOGLQJ
DQG SURYLGH FDSDFLW\ IRU IXWXUH YROXPH JURZWK 2XU SULQFLSDO VHUYLFH DW DOO ORF
ZKHUH ZH DOVR PDQXIDFWXUH SUHFLVLRQ HQFORVXUHV DQG ODUNKDP ZKLFK VHUYHV DV WKF

$SSUR]
6TXDUH
/REDWLRQ YRRWDJH /HDVHG 2ZQH
JUHPRQW &DOLIRUQLD /HDVHG
&KLKXDKXD OH[LFR 2ZQHG
&KDQJ $Q 'RQJJIJXDQ &KLQD /HDVHG
6X]KRX &KLQD /HDVHG

7KH SULQFLSDO H[HFXWLYH RIILFH Rl 607& LV ORFDWHG DW +RRG 5RDG ODUNKDP 2QWDULR

,WHP /HJDO 3URFHHGLQJV

:H DUH D SDUW\ WR YDULRXV OHJDO DFWLRQV DULVLQJ LQ WKH RUGLQDU\ FRXUVH RI RXLl
KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU ILQDQFLDO SRVLWLRQ RU UHVXOWY RI RSHUDWI

,WHP OLQH 6DIHW\ 'LVFORVXUHYV

1RW $SSOLFDEOH




3%$57 ,,
,WHP ODUNHW IRU 5HJLVWUDQWTV &RPPRQ (TXLW\ 5HODWHG 6WRFNKROGHU 0ODWWHUV DQG ,VVX
ODUNHW ,QIRUPDWLRQ

2XU FRPPRQ VWRFN WUDGHYV RQ WKH 1$6'$4 6 WRFN ODUNHW XQGHU WKH V\PERO 3607; ~ 7K
VWRFN DV UHSRUWHG E\ WKH 1$6'$4 6WRFN ODUNHW IRU HDFK TXDUWHU LQ WKH \HDUV HQGHG

&RPPRQ 6WRFN 3ULFH

+LJK /RZ +LJK /IRZ

JLUVW 4XDUWHU
6HFRQG 4XDUWHU
7KLUG 4XDUWHU
JRXUWK 4XDUWHU

6WRFN SHUIRUPDQFH JUDSK

7KH IROORZLQJ JUDSK VHWV IRUWK WKH &RPSDQ\TV WRWDO FXPXODWLYH VWRFNKROGHU
WKH &RPSDQ\ IRU WKH 33HHU *URXS"~ 7KH 3HHU *URXS LV FRPSULVHG RI WKH IROORZLQJ ¥t
6LIJPDWURQ ,QWHUQDWLRQDO ,QF 6SDUWRQ &RUS DQG 6\SULV 6ROXWLRQV ,QF 1RWH $3, 7
3HHU *URXS DV WKHVH FRPSDQLHV DUH QR ORQJHU SXEOLFO\ WUDGHG RQ WKH 1%$6'$4




7KH WRWDO VWRFNKROGHU UHWXUQ DVVXPHYV LQYHVWHG RQ -DQXDU\ LQ 607&MV FRPF
*URXS RI FRPSDQLHV WKDW DUH L SXEOLFO\ WUDGHG DQG LL PLG RU ODUJH WLHU SURYL
UHLQYHVWPHQW RI GLYLGHQGYV

+ROGHUV
$V Rl )HEUXDU\ WKHUH ZHUH DSSUR[LPDWHO\ KROGHUV RI UHFRUG RI WKH &RPSD
$V RI )HEUXDU\ WKH &RPSDQ\TV FDSLWDO VWRFN FRQVLVWHG RI DXWKRULI]H
GDWH VKDUHV ZHUH LVVXHG DQG RXWVWDQGLQJ DQG DXWKRUL]JHG VKDUHV R

DUH QR RXWVWDQGLQJ VSHFLDO YRWLQJ VWREFN
'LYLGHQGYV

7KH &RPSDQ\ KDV QHYHU GHFODUHG D FDVK GLYLGHQG RQ LWV FRPPRQ VWRFN 2XU %RD
RQ RXU FRPPRQ VWRFN LQ WKH IRUHVHHDEOH IXWXUH ,W LV WKH SUHVHQW SROLF\ RI WKH &




,WHP 6HOHFWHG )LQDQFLDO 'DWD

7KH GDWD VHW IRUWK EHORZ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK RXU 30DQDJHPHC
DQG RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH UHODWHG QRWHYV WKHUHWR L

7KH &RPSDQ\TV ILQDQFLDO UHSRUWLQJ \HDU LV D RU ZHHN ILVFDO SHULRG HQGLQJ F
VKHHW VWDWHPHQWY RI RSHUDWLRQVY DQG FRPSUHKHQVLYH ORVV WKH FRQVROLGDWHG V

DUH UHSRUWHG IRU WKH SHULRGV IURP -DQXDU\ WR -DQXDU\ S\HDU HQGHG -DQXDU
DQG 'HFHPEHU WR '"HFHPEHU 3\HDU HQGHG 'HFHPEHU © 'HFHPEHU v
-DQXDU\ WR '"HFHPEHU S\HDU HQGHG 'HFHPEHU ‘

6HOHFWHG FRQVROLGDWHG ILQDQFLDO GDWD KDV EHHQ GHULYHG IURP FRQVROLGDWHG

&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV DQG &RPSUHKHQVLYH /RVV 'DWD
LQ 86' PLOOLRQV H[FHSW ZHLJKWHG DYHUDJH VKDUHV ZKLFK LV LQ PLOOLRQYV

<HDUV (QGHG
“DQXDU\ “DQXDU\ "HFHPEHU  'HFHPEHU 'HFHPEHU

5HYHQXH
&RVW Rl VDOHYV

*URVV SURILW

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

/JRVV JDLQ RQ FRQWLQJHQW FRQVLGHUDWLRQ D 2 2
SHVWUXFWXULQJ FKDUJHV E 2
*DLQ ORVV RQ GLVSRVDO RI FDSLWDO DVVHWYV 2 2

2SHUDWLQJ HDUQLQJV ORVYV
,OWHUHVW H[SHQVH QHW

(DUQLQJV ORVV EHIRUH LQFRPH WD[HV
,QFRPH WD[ H[SHQVH UHFRYHU\

,QFRPH ORVV DOVR EHLQJ FRPSUHKHQVLYH LQFRPH ORVYV

%DVLF HDUQLQJV ORVV SHU FRPPRQ VKDUH

'LOXWHG HDUQLQJVY ORVV SHU FRPPRQ VKDUH

HLIKWHG DYHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ

%DVLF

‘LOXWHG

D 8SRQ WKH DFTXLVLWLRQ RI =) $UUD\ RQ $XJIXVW WKH &RPSDQ\ SDLG PLOOLRQ LQ F
FROQWLQJHQW FRQVLGHUDWLRQ &RQWLQJHQW FRQVLGHUDWLRQ ZDV EDVHG RQ ILQDQFLD
WKH DFTXLVLWLRQ GDWH WR D PD[LPXP RI PLOOLRQ %DVHG RQ WKH UHVXOWYVY DQG D¢
ZDV UHGXFHG GXULQJ UHVXOWLQJ LQ UHFRJQLWLRQ RI D JDLQ RI PLOOLRQ ,Q

UHVXOWLQJ LQ D ORVV RI PLOOLRQ &RQWLQJHQW FRQVLGHUDWLRQ ZDV VHWWOHG LQ




E 'XULQJ UHVWUXFWXULQJ FKDUJHY UHODWHG WR RQH H[HFXWLYH WHUPLQDWHG LQ WKt
'XULQJ UHVWUXFWXULQJ FKDUJHV RI PLOOLRQ ZHUH LQFXUUHG UHODWHG WR VHYH
DGGLWLRQDO UHVWUXFWXULQJ FKDUJHV RI PLOOLRQ ZHUH UHFRUGHG LQ FRQQHFW

WKH &RPSDQ\ UHFRUGHG UHVWUXFWXULQJ FKDUJHV RI PLOOLRQ FRQVLVWLQJ RI IDFLC

&RQVROLGDWHG %DODQFH 6KHHW 'DWD DQG &DVK YORZ 'DWD
LQ 86' PLOOLRQV

$V DW DQG IRU WKH <HDUV (QGHG

-DQXDU\ -DQXDU\ '"HFHPEHU 'HFHPEHU 'HFHPEHU

& D VK

:RUNLQJ FDSLWDO

7TRWDO DVVHWYV

/IRQJ WHUP GHEW DQG FDSLWDO OHDVH REOLJDWLRQV
6KDUHKROGHUVY HTXLW\

&DSLWDO H[SHQGLWXUHV

&DVK IORZV SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV

&DVK IORZV XVHG LQ SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV
&DVK IORZV XVHG LQ LOQYHVWLQJ DFWLYLWLHV

&DOFXODWHG DV FXUUHQW DVVHWY PLQXV FXUUHQW OLDELOLWLHV




,WHP ODQDJHPHQWYV 'LVFXVVLRQ DQG $QDO\VLV Rl )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV RI 28

<RX VKRXOG UHDG WKLV ODQDJHPHQWYTV 'LVFXVVLRQ DQG $QDO\VLV Rl )LQDQFLDO &RQ(
DFFRPSDQ\LQJ DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH DFFRPSDQ\L
*$$3 LQFOXGHG ZLWKLQ WKLV DQQXDO UHSRUW

7KLV 0' $ FRQWDLQV GLVFXVVLRQ LQ WKRXVDQGV RI 8 6 GROODUV XQOHVV VSHFLILFDO
2YHUYLHZ

607& &RUSRUDWLRQ LV D SURYLGHU RI HQG WR HQG HOHFWURQLFV PDQXIDFWXULQJ VHU
SULQWHG FLUFXLW ERDUG DVVHPEO\ 33&%%$° SURGXFWLRQ HQFORVXUH FDEOH DVVHPEO\
FRQILJIXUDWLRQ WR RUGHU 3&72° EXLOG WR RUGHU 3%72°" DQG GLUHFW RUGHU IXOILOOPHQ
DSSUR[LPDWHO\ HPSOR\HHV RI ZKLFK DUH IXOO WLPH HPSOR\HHV 607&fYV VHUYLFHV H
GHYHORSPHQW DQG QHZ SURGXFW LQWURGXFWLRQ 313, WKURXJK WR JURZWK PDWXULW\ |
WR JOREDO RULJLQDO HTXLSPHQW PDQXIDFWXUHUV 32(0V’ DQG WHFKQRORJ\ FRPSDQLHV Sl
DQG PHGLFDO PDUNHW VHFWRUYV

'"HYHORSPHQWYV LQ WKH \HDU HQGHG -DQXDU\

7TRWDO UHYHQXH GHFUHDVHG E\ PLOOLRQ RU LQ FRPSDUHG WR 7KH ORVV F
PLOOLRQ LQ UHYHQXHV 5S5HYHQXHV IXUWKHU GHFUHDVHG DV D UHVXOW RI SURGXFWV UHDFK

PLOOLRQ 2QH QHWZRUNLQJ DQG FRPPXQLFDWLRQV FXVWRPHU VHUYLFHG LQ OH[LFR UHSL
VHUYLFHG RXW RI &KLQD UHSUHVHQWHG PLOOLRQ RI WKLV UHGXFWLRQ 7KHVH UHGXFWLR
QHZ PHGLFDO FXVWRPHU VHUYLFHG LQ &KLQD ZLWK UHYHQXH RI PLOOLRQ

'"HVSLWH WKH GHFUHDVH LQ UHYHQXH RI PLOOLRQ RSHUDWLQJ HDUQLQJV RQO\ GHFOLQ
JURVV PDUJLQV DQG UHGXFHG VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV RI PLC
UHODWHG WR WKH QHZ JUHPRQW RIILFH ORFDWLRQ LQ &DOLIRUQLD LQ DGGLWLRQ WR PLOO
LQFXUUHG UHODWHG WR SURIHVVLRQDO IHHV IRU WKH SUHYLRXVO\ GLVFORVHG PHUJHUV D¢

,Q IRYHPEHU WKH &RPSDQ\ HOQOWHUHG LQWR WKH HOHYHQWK DPHQGPHQW WR WKH 31&
7KLY DPHQGPHQW UHGXFHG LQWHUHVW UDWHV RQ RXWVWDQGLQJ ERUURZLQJV DQG LPS

5HGXFWLRQ RI GHEW FRQWLQXHV WR EH D IRFXV DUHD 7KH &RPSDQ\ JHQHUDWHG SRVLWLYF
PLOOLRQ LQ WKH SULRU \HDU

$GMXVWHG (%,7'$ ZKLFK WKH &RPSDQ\ GHILQHV DV HDUQLQJV EHIRUH UHVWUXFWXULQJ
IRUHLJQ H[FKDQJH JDLQV DQG ORVVHV RQ XQVHWWOHG IRUZDUG IRUHLJQ H[FKDQJH FRQWUL
PRQLWRU EXVLQHVV SHUIRUPDQFH DV ZHOO DV FRPSOLDQFH ZLWK EDQN FRYHQDQWYV $GMXVW
$GMXVWHG (%,7'$ DV D SHUFHQWDJH RI UHYHQXH LQFUHDVHG WR LQ FRPSDUHG WR
UHGXFHG UHYHQXH ZKLFK ZDV RIIVHW E\ LPSURYHG JURVYV PDUJLQV LQ RYHU DQG UHG
UHFRQFLOLDWLRQ RI $GMXVWHG (%,7'$ WR QHW ORVV ZKLFK ZH EHOLHYH WR EH WKH PRVW F




5HVXOWYV RI 2SHUDWLRQV
7KH IROORZLQJ WDEOH VHWV IRUWK FHUWDLQ RSHUDWLQJ GDWD H[SUHVVHG DV D SHUFH

<HDU HQGHG <HDU HQGHG <HDU HQGHG
-DQXDU\ -DQXDU\ '"HFHPEHU

5HYHQXH
&RVW RI VDOHYV

*URVV SURILW

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

SEHVWUXFWXULQJ FKDUJHV 2
*DLQ RQ GLVSRVDO RI FDSLWDO DVVHWYV 2 2
2SHUDWLQJ HDUQLQJV ORVV

,QWHUHVW H[SHQVH

(DUQLQJV ORVV EHIRUH LQFRPH WD[HV

,QFRPH WD[ H[SHQVH

&XUUHQW

‘"HIHUUHG

1HW ORVYV

<HDU HQGHG -DQXDU\ FRPSDUHG WR WKH \HDU HQGHG -DQXDU\

5HYHQXH

<HDU HQGHG <HDU HQGHG
,QGXVWU\ 6HFWRU -DQXDU\ -DQXDU\ &KDQJH

" QGXVWULDO
IHWZRUNLQJ DQG &RPPXQLFDWLRQV
3RZHU DQG (QHUJ\
OHGLFDO

7RWDO

'XULQJ WKH &RPSDQ\ UHFRUGHG DSSUR[LPDWHO\ PLOOLRQ RI VDOHV RI UDZ PDWHUI
PLOOLRQ LQ 7KH &RPSDQ\TVY FRQWUDFW WHUPY DUH VWUXFWXUHG VXFK WKDW LW SXUFK
VXEVHTXHQWO\ UHTXHVWV WKDW DQ RUGHU WR EH DOWHUHG RU FKDQJHG WKH FXVWRPHU

'XH WR FKDQJHV LQ PDUNHW FRQGLWLRQV WKH OLIH F\FOH RI SURGXFWV WKH QDWXUH

YDU\ IURP \HDU WR \HDU 7KH &RPSDQ\TV WHQ ODUJHVW FXVWRPHUV UHSUHVHQWHG RI UH
FXVWRPHUV GXULQJ ZDV PLOOLRQ DQG PLOOLRQ UHSUHVHQWLQJ DQG R1 L
FXVWRPHUV GXULQJ R PLOOLRQ DQG PLOOLRQ UHSUHVHQWLQJ DQG RI UH
\HDU

,Q DGGLWLRQ WR WUDFNLQJ RXU UHYHQXHYV EDVHG RQ LQGXVWU\ VHFWRU WKH &RPSDC
ORFDWLRQ RI RXU RSHUDWLRQV ZKLFK DUH OH[LFR &KLQD DQG WKH 8QLWHG 6WDWHV 7KLV
RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

'XULQJ RI RXU UHYHQXH ZDV DWWULEXWDEOH WR RXU RSHUDWLRQV LQ OH[LFR
DWWULEXWDEOH WR RXU RSHUDWLRQV LQ OH[LFR LQ &KLQD DQG LQ WKH 8 6
















































































































































































































