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To the Shareholders and Board of Directors
of Organigram Global Inc.:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated statements of financial position of Organigram
Global Inc. (the “Company”) as of September 30, 2025 and 2024, and the related consolidated
statements of operations and comprehensive loss, changes in equity, and cash flows for each of
the two years in the period ended September 30, 2025, and the related notes (collectively referred
to as the “consolidated financial statements”). In our opinion, the consolidated financial
statements present fairly, in all material respects, the financial position of the Company as of
September 30, 2025 and 2024, and the results of its operations and its cash flows for each of the
two years in the period ended September 30, 2025, in conformity with International Financial
Reporting Standards as issued by the International Accounting Standards Board.

We have also audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States) (“PCAOB”), the Company’s internal control over financial
reporting as of September 30, 2025, based on criteria established in Internal Control-Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSQ"), and our report dated December 16, 2025, expressed an adverse opinion
on the effectiveness of the Company’s internal control over financial reporting.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on the Company's consolidated financial statements
based on our audits. We are a public accounting firm registered with the PCAOB and are required
to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and
the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement, whether due to error or fraud.
Our audits included performing procedures to assess the risks of material misstatement of the
consolidated financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding
the amounts and disclosures in the consolidated financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements. We believe
that our audits provide a reasonable basis for our opinion.

PKF O'CONNOR DAVIES LLP
245 Park Avenue, New York, NY 10167 | Tel: 212.867.8000 or 212.286.2600 | Fax: 212.286.4080 | www.pkfod.com

PKF O'Connor Davies LLP is a member firm of the PKF International Limited network of legally independent firms and does not accept any
responsibility or liability for the actions or inactions on the part of any other individual member firm or firms



Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit
of the consolidated financial statements that were communicated or required to be communicated
to the audit committee and that: (1) relate to accounts or disclosures that are material to the
consolidated financial statements and (2) involved our especially challenging, subjective, or
complex judgments. The communication of critical audit matters does not alter in any way our
opinion on the consolidated financial statements, taken as a whole, and we are not, by
communicating the critical audit matters below, providing separate opinions on the critical audit
matters or on the accounts or disclosures to which they relate.

Assessment of Measurement of the Fair Value of Biological Assets

As described in Notes 3iv, 3xx, and 6, to the consolidated financial statements, the Company
measures biological assets, which consist of cannabis plants, at fair value less costs to sell up to
the point of harvest, which then becomes the basis for the cost of finished goods inventories after
harvest. As disclosed in Note 6 to the consolidated financial statements, as of September 30,
2025, the carrying value of the Company’s biological assets was $17.9 million. The fair value less
cost to sell of biological assets is determined using a model which estimates the expected harvest
yield in grams for plants currently being cultivated, then adjusts that amount for the average selling
price per gram, and for any additional costs incurred.

We identified the assessment of the significant assumptions used to estimate the fair value less
cost to sell of biological assets as a critical audit matter as a high degree of auditor judgement is
required to evaluate the significant assumptions. The significant assumptions used to determine
the fair value less cost to sell of biological assets are the expected average yield per plant and
the average selling price per gram.

The primary procedures we performed to address this critical audit matter included:

o Tested the following estimates used to determine the Fair Value Less Costs to
Sell (“FVLCS”) of the biological assets:

o Average Selling Price (“ASP”) Per Gram: We tested the accuracy of the sales
report used in the Company’s model to calculate the ASP by reconciling the report
totals to the trial balance and tracing a sample of transactions back to the revenue
sub-ledger & sales invoice. In addition, we performed variability testing of the ASP
by comparing actual sales prices from before and after year-end to the ASP at
year-end.

o Expected Average Yield per Plant: We tested the accuracy of the harvest reports
used to determine the average yields for each strain by comparing the averages
to historical actual yields and verified the accuracy of the data by selecting a
sample of the historical yields and comparing to quality assurance records. We
further verified the number and ages of the plants through observation procedures.

o Wastage Rates: We tested the wastage rate calculation by performing various
analytics and comparing the historical kill rates to quality assurance records.




Assessment of Measurement of the Fair Value of Biological Assets(continued)

o Costs to Sell: We tested the various costs to sell (post-harvest, drying, packaging)
by performing analytics, vouching invoices, and reconciling the underlying data to
sub-ledgers.

o We tested the accuracy of the unrealized gain on changes in fair value of biological assets
by performing a rollforward analysis and testing the underlying data through the various
tests mentioned above.

e Assessed the appropriateness of disclosures in the consolidated financial statements.

Fair value measurement of the Greentank Technologies Corp., Phylos Bioscience Inc.,
Open Book Extracts, Sanity Group GmbH, and British American Tobacco P.L.C. financial
instruments

As discussed in Notes 3xx, 11, and 12 to the consolidated financial statements, the Company has
other financial assets and preferred shares and warrants issued pursuant to equity offerings that
are potentially exercisable in cash or on a cashless basis resulting in a variable number of shares
being issued that are considered derivative liabilities and therefore measured at fair value through
profit or loss at each reporting period. As of September 30, 2025, there were financial instruments
that were recorded as other financial assets of $49.5 million, preferred shares of $68.7 million,
current derivative liabilities of $28.8 million, and noncurrent derivative liabilities of $5.5 million with
a fair value loss of $27.5 million recognized in the change in fair value of derivative liabilities,
preferred shares and other financial assets, in the year ended September 30, 2025.

We identified the assessment of the fair value measurement of the financial instruments as a
critical audit matter. There was a high degree of subjective auditor judgment in the evaluation of
the key assumptions that were not directly observable, when determining the fair value of the
financial instruments. The key assumptions included discount rates, volatility, credit spreads, the
probability of each scenario, time to liquidity event, company's prevailing capital structure.
Additionally, the audit effort associated with the evaluation of the discount rate, volatility of
underlying portfolio companies, tranche specific volatilities of the specific equity classes, credit
spreads, time to liquidity event and probability of each scenario required specialized skills and
knowledge.

The following are the primary procedures we performed to address this critical audit matter:

e |Involved valuation professionals with specialized skills and knowledge who assisted in
evaluating the Company’s key assumptions. The evaluation was achieved by applying the
below procedures as applicable to the various financial instruments:

o Equity Allocation: Assessed whether key inputs and assumptions such as stock
price, volatility, risk free rate, credit spreads, liquidation preferences, conversion
features, seniority and option rights were appropriately incorporated into
management’s fair value allocation models, including the option-pricing models
and lattice methodologies used to distribute equity value across classes.

o Volatility Analysis: Assessed the volatility of portfolio companies (Greentank, OBX,
Sanity Group, Phylos, BAT) using Guideline Public Companies from a third-party
database and evaluated tranche-specific volatilities based on comparable market
data and specialized models.

o Credit Spreads: Determined appropriate credit spreads using reputable data
sources.
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DUH PHDVXUHG DW IDLU YDOXH

+LVWRULFDO FRVW LV WKH IDLU YDOXH RI WKH FRQVLGHUDWLRQ JLYHQ LQ H[FKDQJ
WKH IDLU YDOXH RI WKH FRQVLGHUDWLRQ JLYHQ LQ H[FKDQJH IRU DVVHWYV DW WKH

LLI%DVLV RI FRQVROLGDWLRQ

TKHWRQVROLUGQW®IBLDO VWDWHPHQWY LQFOXGH WKH DFFRXQWYV RI WKH &RPSDQ\ D
DIWHU HOLPLQDWLRQ RI LOWHUFRPSDQ\ WUDQVDFWLRQV DQG EDODQFHV G6XEVLG
H[SRVHG RU KDV ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW DQG KI
GLUHFW WKH UHOHYDQW DFWLYLWLHV RI WKH VXEVLGLDULHVY 7KH UHVXOWYV RI VXE
GDWH RI DFTXLVLWLRQ

$VVRFLDWHY DUH DOO HQWLWLHV RYHU ZKLFK WKH &RPSDQ\ KDV VLJQLILFDQW LQI
DVVRFLDWHY DUH DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG DIWHU LQLWLDO UH
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ZKLFK WKH &RPSDQ\ KDV MRLQW FRQWURO 7KH &RPSDQ\ LQFOXGHV LWV SURSRUW
LQFXUUHG RI WKH MRLQW RSHUDWLRQ

LY )RUHLJQ FXUUHQF\ WUDQVODWLRQ

YXQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQE\

7KHVHRQVROLIGRWOBLDO VWDWHPHQWY DUH SUHVHQWHG LQ &DQDGLDQ GROODUV
IXQFWLRQDO FXUUHQF\ H[FHSW IRU WKH &RPSDQ\xV VXEVLGLDU\ 2*, 86% IRU ZKLFKk
EH 8QLWHG 6WDWHV GROODUYV

7UDQVDFWLRQV DQG EDODQFHYV
JRUHLJQ FXUUHQF\ WUDQVDFWLRQV DUH WUDQVODWHG LQWR WKH IXQFWLRQDO FXL
WKH WUDQVDFWLRQV )RUHLJQ H[FKDQJH JDLQV DQG ORVVHV UHVXOWLQJ IURP WKH
WKH WUDQVODWLRQ DW SHULRG HQG H[FKDQJH UDWHV RI PRQHWDU\ DVVHWV DQG
RSHUDWLRQxV IXQFWLRQDO F X URRI@\FR OWGADMKHFER HQW M GR L & S\GHD WK RQVLIY @GO RV V

JRUHLJQ RSHUDWLRQV

7KH DVVHWYV DQG OLDELOLWLHV Rl IRUHLJQ RSHUDWLRQV LQFOXGLQJ JRRGZLOO
WUDQVODWHG WR &DQDGLDQ GROODUYV DW H[FKDQJH UDWHV DW WKH UHSRUWLQJ C
WUDQVODWHG WR &DQDGLDQ GROODUV XVLQJ DYHUDJH H[FKDQJH UDWHYV IRU WKH |

FXUUHQF\ GLIIHUHQFHYV D U H RCAVRRI IQGAVDHGM ERH QW WM R RESRIRIDUNHLKRHRW MG IOIRQY VR W K H L
FRPSUHKHQVLYH ORVV LQFRPH DQG DUH DFFXPXODWHG LQ DFFXPXODWHG RWKHU F

:KHQ WKH &RPSDQ\ GLVSRVHV RI LWV HQWLUH LOQWHUHVW LQ D IRUHLJQ RSHUDWLRC
FXUUHQF\ JDLQV RU ORVVHY DFFXPXODWHG LQ RWKHU FRPSUHKHQVLYH ORVV LQFF
WKHRQVROLMNMMNWHEGPHQWY RI RERSDWKRQVLYGNMRRWMRPSDQ\ GLVSRVHV RI SDUW RI DQ
RSHUDWLRQ WKDW UHPDLQV D VXEVLGLDU\ D SURSRUWLRQDWH DPRXQW RI IRUH
FRPSUHKHQVLYH ORVV LQFRPH UHODWHG WR WKH VXEVLGLDU\ LV UHDOORFDWHG E

0$7(5,%/ $&&2817,1* 32/,&< ,1)250%$7,21
L & DVK
&DVK LV D ILQDQFLDO DVVHW WKDW LV PHDVXUHG DW DPRUWL]HG FRVW ZKLFK DS
GHSRVLWYVY KHOG ZLWK ILQDQFLQJ LQVWLWXWLRQV

LL 6 KRUW WHUP LQYHVWPHQWYV
7KH &RPSDQ\ FRQVLGHUV VKRUW WHUP LQYHVWPHQWY LQ WKH IRUP RI JXDUDQWHH
7KHVH LQYHVWPHQWY DUH PHDVXUHG DW DPRUWL]HG FRVW

LLL )LQDQFLDO DVVHWYV

$FFRXQWY DQG RWKHU UHFHLYDEOHV DUH LQLWLDOO\ UHFRJQL]JHG ZKHQ WKH\ DL
UHFRJQL]HG ZKHQ WKH &RPSDQ\ EHFRPHVY D SDUW\ WR WKH FRQWUDFWXDO SURYLVL
DVVHWY DUH FODVVLILHG DV PHDVXUHG DW DPRUWL]JHG FRVW IDLU YDOXH WKURX
FRPSUHKHQVLYH LQFRPH )972&, J)LODQFLDO DVVHWYV DUH QRW UHFODVVLILHG V
&RPSDQ\ FKDQJHV LWV EXVLQHVVY PRGHO IRU PDQDJLQJ ILQDQFLDO DVVHWYV LQ ZKLI
RQ WKH ILUVW GD\ RI WKH ILUVW UHSRUWLQJ SHULRG IROORZLQJ WKH FKDQJH LQ Wk

$ ILQDQFLDO DVVHW LV PHDVXUHG DW DPRUWL]HG FRVW LI LW PHHWV ERWK RI WKH |

a LWLV KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVH REMHFWLYH LV WR KROG DVVH)

a LWV FRQWUDFWXDO WHUPV JLYH ULVH RQ VSHFLILHG GDWHYVY WR FDVK IORZV \
WKH SULQFLSDO DPRXQW RXWVWDQGLQJ

2Q LQLWLDO UHFRJIJQLWLRQ RI DQ HTXLW\ LQYHVWPHQW WKDW LV QRW KHOG IRU
VXEVHTXHQW FKDQJHV LQ WKH LQYHVWPHQW V IDLU YDOXH LQ RWKHU FRPSUHKHGQC
LQYHVWPHQW E\ LQYHVWPHQW EDVLYV

JLOQODQFLDO DVVHWY QRW FODVVLILHG DV EHLQJ PHDVXUHG DW DPRUWL]HG FRVW RU
7KLY LQFOXGHY DOO GHULYDWLYH ILQDQFLDO DVVHWYV 2Q LQLWLDO UHFRJQLWLRQ
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WKDW RWKHUZLVH PHHWY WKH UHTXLUHPHQWY WR EH PHDVXUHG DW DPRUWL]HG FR
VLIQLILFDQWO\ UHGXFHY DQ DFFRXQWLQJ PLVPDWFK WKDW ZRXOG RWKHUZLVH DULV

7KH &RPSDQ\ LQLWLDOO\ PHDVXUHYV D ILQDQFLDO DVVHW DW LWV IDLU YDOXH SO
WUDQVDFWLRQ FRVWY 6XEVHTXHQW WR LQLWLDO PHDVXUHPHQW ILQDQFLDO DVVHW
a )LQDQFLDO DVVHWYV DW )973/ 7KHVH DVVHWV DUH VXEVHTXHQWO\ PHDVXUHG
DO\ LOWHUHVW RU GLYLGHQG LQFRPH DUH UHFRJQL]JHG LQ WKRPSERIGWROLEB\
ORVYV
a )LQDQFLDO DVVHWV DW DPRUWL]HG FRVW 7KHVH DVVHWY DUH VXEVHTXHQWO
LQWHUHVW PHWKRG 7KH DPRUWL]JHG FRVW LV UHGXFHG E\ LPSDLUPHQW ORVVI
DQG ORVVHV DQG LPSDLUPHQW DUH UHFRJQL]JHG LQ WKH FRQVROLGDWHG V!
GHUHFRJQLWLRQ LV UHFRJQL]JHG LQ WKH FRQVRRRESDOMKHORVWDHVERMQWYV RI RSt
a 'HEW LQYHVWPHQWYV DW )92&, 7KHVH DVVHWV DUH VXEVHTXHQWO\ PHDVXUHG
WKH HIITHFWLYH LOWHUHVW PHWKRG IRUHLJQ H[FKDQJH JDLQV DQG ORVVHV D!
VWDWHPHQW RI RSHUDWLRQV 2WKHU QHW JDLQV DQG ORVVHV DUH UHFRJQL
GHUHFRJQLWLRQ JDLQV DQG ORVVHV DFFXPXODWHG LQ 2&, DUH UHFODVVLILH(
FRPSUHKHQVLYH ORVYV
a (TXLW\ LQVWUXPHQWY DW )92&, 7KHVH DVVHWYV DUH VXEVHTXHQWO\ PHDVXUFE
LOQFRPH LQ WKH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV DQG FRPSUHKHF
UHFRYHU\ RI SDUW RI WKH FRVW RI WKH LQYHVWPHQW 2WKHU QHW JDLQV D
UHFODVVLILHG WR WKH FRQVROLGDWHRGP 8 WBMHPHYWVORVRSHUDWLRQV DQG

LY %LRORJLFDO DVVHWYV

:KLOH WKH &RPSDQ\xV ELRORJLFDO DVVHW\$IUKF XZWKHL B WVUKH W HRGE IRQGEBOHFW FR
DVVHWY DUH GHWHUPLQHG XVLQJ DQ DSSURDFK VLPLODU ,WRHQKH B DI VVOEFOLX]®MAL RA
GLUHFW FRVW RI ODERXU VHHGY DQG JURZLQJ PDWHULDOV DV ZHOO DV RWKHU L
JURZLQJ SURFHVV ,QGLUHFW ODERXU FRVW IRU LQGLYLGXDOV LQYROYHG LQ WKH JL
DV GHSUHFLDWLRQ RI PDQXIDFWXULQJ DVVHWY $00 GLUHFW DQG LQGLUHFW FRVW)\
%LRORJLFDO DVVHWY DUH PHDVXUHG DW WKHLU IDLU YDOXH OHVV FRVWV WR VHOC(
XQUHDOL]HG IDLU YDOXH JDLQV ORVVHV RQ JURZWK RI ELRORJLFDO DVVHWY DUH LU
DQBRPSUHKHQVLYH ORVV

Y L QYHQWRULHYV
,QYHQWRULHV RI ILQLVKHG JRRGY DQG SDFNDJLQJ DQG VXSSOLHV DUH LQLWLDOO\ Y
QHW UHDOL]DEOH YDOXH RQ WKH FRQVROLGDWHG VWDWHPHQWY RI ILQDQFLDO SRV
WKH RUGLQDU\ FRXUVH RI EXVLQHVV OHVV WKH HVWLPDWHG FRVWV WR VHOO 7KH
DQG VORZ PRYLQJ JRRGV DQG DQ\ VXFK LQYHQWRULHV LGHQWLILHG DUH ZULWWHQ
FRVWV RI ILQLVKHG JRRGY LQYHQWRU\ LQLWLDOO\ LQFOXGH WKH IDLU YDOXH RI WK
VXEVHTXHQW FRVWV VXFK DV PDWHULDOV ODERXU DQG GHSUHFLDWLRQ H[SHQVH
LQVSHEFWLRQ $00 GLUHFW DQG LQGLUHFW FRVWV UHODWHG WR LQYHQWRU\ DUH F
UHFRUGHG ZLWKLQ FRVW Rl VDOHV RQ WKH FRQFRPS$ G BNHBY I WHMKRH? WQ W \R K R SHLYT
VROG

YL 3URSHUW\ SODQW DQG HTXLSPHQW
3URSHUW\ SODQW DQG HTXLSPHQW DUH LQLWLDOO\ UHFRJQL]JHG DW DFTXLVLWLRQ
DWWULEXWDEOH WR EULQJLQJ WKH DVVHWV WR WKH ORFDWLRQ DQG FRQGLWLRQ
PDQQHU LQWHQGHG E\ WKH &RPSDQ\xV PDQDJHPHQW 3URSHUW\ SODQW DQG HTXL
DFFXPXODWHG GHSUHFLDWLRQ DQG LPSDLUPHQW ORVVHV LI DQ\

'"HSUHFLDWLRQ LV UHFRJQL]JHG RQ D VWUDLJKW OLQH EDVLV WR UHGXFH WKH FRV!
DVVHM(W IROORZLQJ XVHIXO OLYHV DUH DSSOLHG

%XLOGLQJV \HDUV
*URZLQJ DQG SURFHVVLQJ HTXLSPHQM UV
&RPSXWHU HTXLSPHQW \HDUV
9HKLFOHYV \HDUV
YXUQLWXUH DQG IL[WXUHV \HDUYV
/JHDVHKROG LPSURYHPHQWYV \HDUV
5LJKW RI XVH DVVHWYV WHUP RI OHDVH

*DLQV RU ORVVHV DULVLQJ RQ WKH GLVSRVDO RI SURSHUW\ SODQW DQG HTXLSPHQV
SURFHHGY DQG WKH FDUU\LQJ DPRXQW RI WKH DVVHWY DQG DUH UHFRJQL]JHG DV .
RSHUDWLRRRSDAHEHQVLYH ORVV
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&RQVWUXFWLRQ LQ SURFHVV LV WUDQVIHUUHG WR WKH DSSURSULDWH DVVHW FODYV
FRPPHQFHVY DW WKDW SRLQW

$Q DVVHWxV UHVLGXDO YDOXH XVHIXO OLIH DQG GHSUHFLDWLRQ PHWKRG DUH UHY/!
Rl DQ LWHP RI HTXLSPHQW KDYH GLIITHUHQW XVHIXO OLYHV WKH\ DUH DFFRXQWH
GHSUHFLDWHG DFFRUGLQJO\

YLL *RRGZLOO

*RRGZLOO UHSUHVHQWYV WKH IXWXUH HFRQRPLF EHQHILWY DULVLQJ IURP D EXVLQH
VHSDUDWHO\ UHFRJQL]HG *RRGZLOO LV FDUULHG DW FRVW OHVV DFFXPXODWHG LP¢
DW WKH JURXS RI FDVK JHQHUDWLQJ XQLW U&*8U OHYHO DQG DFFRUGLQJO\ IRU W
DOORFDWHG WR WKH JURXS RI &*8V

*RRGZLOO LV WHVWHG DQQXDOO\ IRU LPSDLUPHQW DW \HDU HQG RU PRUH IUHTXH
LPSDLUHG ,I| WKH UHFRYHUDEOH DPRXQW UHSUHVHQWLQJ WKH KLJKHU RI LWV IDLU
RI &*8V LV OHVV WKDQ LWV FDUU\LQJ DPRXQW DQ\ UHVXOWLQJ LPSDLUPHQW ORVYV |
DVVHWYV RQ D SUR UDWD EDVLVY EXW QRW EHORZ WKH IDLU YDOXH RI WKH DVVHWYV

LQ WKH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV DQG FRPSUHKHQVLYH ORYV
LPSDLUPHQW ORVVHV IRU JRRGZLOO DUH QRW UHYHUVHG LQ VXEVHTXHQW SHULRGYV

'XULQJ WKH \HDU HQGHG 6HSWHPEHU WKH &RPSDQ\ UHDVVHVVHG WKH LGHQV
,Q WKH SULRU \HDU WKH &WRIS@BVKDE QMR RIDAHESXY /DF 6XSOULHXU DQG :LQQ

$V D UHVXOW RI RSHUDWLRQDO FKDQJHV LPSOHPHQWHG LQ WKH FXUUHQW \HDU LQ
FKDLQ IXQFWLRQV FHQWUDOL]DWLRQ RI EXGIJHWLQJ DQG SHUIRUPDQFH PRQLWRULC
GHWHUPLQHG WKDW FDVK LQIORZV FDWRBRHPRIQOWVIHAX PO BWNWSW US EXYWMHRG WCR WEHQW L ILF
PRQLWRUV FDVKWERIBRZ®IDQWGLDQ &*8 UHSUHVHQWLQJ DOO FDQQDELY UHODWHG D
UHSUHVHQWLQJ WKH QHZO\ DFTXLUHG &3/ EXVLQHVYV

7KH FKDQJH LQ &*8 VWUXFWXUH GLG QRW UHVXOW LQ DQ LPSDLUPHQW WHVW RQ SU
IXOO\ LPSDLUHG LQ WKH SULRU \HDU &RPSDUDWLYH LQIRUPDWLRQ KDV QRW EHHQ
SHUIRUPHG XVLQJ WKH &*8 VWUXFWXUH DSSOLFDEOH DW WKDW WLPH

YLLLPSDLUPHQW RI QRQ ILQDQFLDO DVVHWYV

*RRGZLOO DQG LQGHILQLWH OLIH LQWDQJLEOH DVVHWVY DUH WHVWHG DQQXDOO\ IRL
WKDW JRRGZLOO DQG LQGHILQLWH OLIH LQWDQJLEOH DVVHWYV PD\ EH LPSDLUHG 3
DVVHWV DUH UHYLHZHG HDFK UHSRUWLQJ SHULRG IRU LQGLEFDWRUV RI LPSDLUPHQ
FDQQRW EH WHVWHG LQGLYLGXDOO\ DUH JURXSHG WRJHWKHU LQWR WKH VPDOO}
FRQWLQXLQJ XVH WKDW DUH ODUJHO\ LQGHSHQGHQW RI WKH FDVK LQIORZV RI RWK
JRRGZLOO DW WKH JURXS RI &*8V OHYHO DQG DFFRUGLQJO\ IRU WKH SXUSRVH RI LF
JURXS RI &*8V 7KHUH PD\ EH DQ LQGLFDWLRQ RI DQ LPSDLUPHQW RI DQ LQGLYLGHX
JRRGZLOO ,Q VXFK FLUFXPVWDQFHV WKH &RPSDQ\ WHVWV WKH LQGLYLGXDO &*8 ||
ORVV IRU WKDW &*8 EHIRUH WHVWLQJ IRU LPSDLUPHQW RI WKH JURXS RI &*8V WR
DPRXQW RI WKH LQGLYLGXDO &*8 LV OHVV WKDQ LWV EDUU\LQJ DPRXQW DQ\ UHVXC
WKH LQGLYLGXDO &*8 RQ D SUR UDWD EDVLV XVLQJ WKH FDUU\LQJ DPRXQW RI HDFk
DPRXQW RI WKH JURXS RI &*8V LV OHVV WKDQ LWV FDUU\LQJ DPRXQW DQ\ UHVXOW
VXEVHTXHQWO\ WR RWKHU DVVHWVY RQ D SUR UDWD EDVLV IRU HDFK LQGLYLGXDO &*
QRW UHGXFH WKH FDUU\LQJ DPRXQW RI DQ DVVHW RU ORZHU OHYHO &*8V EHORZ LW
RI IDLU YDOXH OHVV FRVWV RI GLVSRVDO DQG YDOXH LQ XVH

([FHSW IRU JRRGZLOO ZKHUH DQ LPSDLUPHQW ORVV VXEVHTXHQWO\ UHYHUVHV W|
OHVVHU Rl WKH UHYLVHG HVWLPDWH RI UHFRYHUDEOH DPRXQW DQG WKH FDUU\L
LPSDLUPHQW ORVV EHHQ UHFRJQL]JHG SUHYLRXVO\

L[ 6KDUH EDVHG SD\PHQWYV

7KH &RPSDQ\ PHDVXUHV HTXLW\ VHWWOHG VKDUH EDVHG SD\PHQWV EDVHG RQ WKI
FRPSHQVDWLRQ FRVW RYHU WKH YHVWLQJ SHULRG EDVHG RQ WKH &RPSDQ\xV HVW|

)DLU YDOXH IRU RSWLRQV LV GHWHUPLQHG XVLQJ WKH %ODFN 6FKROHV RSWLRQ S
568V DQG SHUIRUPDQFH VKDUH XQLWV 368V LV GHWHUPLQHG XVLQJ WKH &RPSEL

([SHFWHG IRUIHLWXUHY DUH HVWLPDWHG DW WKH GDWH RI WKH JUDQW DQG VXEVH
IRUIHLWXUHYV PD\ YDU\ IURP WKH RULJLQDO HVWLPDWH 7KH LPSDFW RI WKH UHYLVL
VXFK WKDW WKH FXPXODWLYH FRVW UHFRJQL]JHG LV UHIOHFWHG LQ WKH SHULRG W
VHWWOHG VKDUH EDVHG SD\PHQWYV DUH DFFRXQWHG IRU DV DQ DFFHOHUDWLRQ R
UHFRJQL]HG LPPHGLDWHO\ LQ SURILW RU ORVV
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JRU VWRFN RSWLRQV JUDQWHG WR QRQ HPSOR\HHV WKH FRVW LV PHDVXUHG DW WK
ZKHQ WKH IDLU YDOXH FDQQRW EH HVWLPDWHG LQ ZKLFK FDVH LW LV PHDVXUHG DW

&RQVLGHUDWLRQ SDLG E\ HPSOR\HHV RU QRQ HPSOR\HHV RQ WKH H[HUFLVH RI RSWIL.
WKH UHODWHG VKDUH EDVHG SD\PHQW FRVW LV WUDQVIHUUHG IURP HTXLW\ UHVHUY

[ ,QYHVWPHQWY LQ DVVRFLDWHY DQG MRLQW RSHUDWLRQYV

$VVRFLDWHV DUH FRPSDQLHV RYHU ZKLFK WKH &RPSDQ\ KDV VLJQLILFDQW LQIOXH
&RPSDQ\ KDV DQ RZQHUVKLS LQWHUHVW JUHDWHU WKDQ XQOHVV FHUWDLQ
&RQYHUVHO\ ZKHUH WKH &RPSDQ\ KDV DQ RZQHUVKLS LQWHUHVW RI OHVV WKDQ
VLIQLILFDQW LQIOXHQFH XQOHVV FHUWDLQ TXDOLWDWLYH IDFWRUV RYHUFRPH WK
RZQHUVKLS LQWHUHVW SRWHQWLDO YRWLQJ ULJKWV WKDW DUH FXUUHQWO\ H[HUFL

, QYHVWPHQWY LQ DVVRFLDWHY DUH DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG
WUDQVDFWLRQ FRVWY 7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH W
PRYHPHQW RI HTXLW\ DFFRXQWHG DVVRFLDWHYV ,Q DFFRUGDQFH ZLWK ,)56 WKt
VWDWHPHQWY DUH XVHG LQ WKH DSSOLFDWLRQ RI WKH HTXLW\ PHWKRG :KHUH
&RPSDQ\xV WKH DVVRFLDWH SUHSDUHV ILQDQFLDO LQIRUPDWLRQ DV RI WKH VDPH ¢
WR GR VR 2WKHUZLVH WKH &RPSDQ\ ZLOO DGMXVW IRU LWV VKDUH RI LQFRPH D
DVVRFLDWHxV PRVW UHFHQWO\ FRPSOHWHG ILQDQFLDO VWDWHPHQWY DGMXVWHG
GRHVY QRW UHFRJQL]H ORVVHV H[FHHGLQJ WKH FDUU\LQJ YDOXH RI LWV LQWHUHVW L

7KH &RPSDQ\ UHFRJQL]JHV LWV VKDUH Rl WKH DVVHWY OLDELOLWLHVY UHYHQXH DQG
UHODWHG DJUHHPHQWY 1RWH

, QYHVWPHQWY LQ DVVRFLDWHY DUH FRQVLGHUHG LPSDLUHG DQG LPSDLUPHQW OR)
HYLGHQFH RI LPSDLUPHQW DV D UHVXOW RI RQH RU PRUH HYHQWY WKDW RFFXUUHG
HYHQW DQG WKDW ORVV HYHQW RU HYHQWYVY KDV DQ LPSDFW RQ WKH HVWLPDWH(
UHOLDEO\ HVWLPDWHG ,Q VXFK FDVHV WKH FDUU\LQJ YDOXH RI WKH DVVRFLDWH I
KLIJKHU RI YDOXH LQ XVH DQG IDLU YDOXH OHVV FRVWV RI GLVSRVDO

[L ,QWDQJLEOH DVVHWYV

,QWDQJLEOH DVVHWY DUH UHFRUGHG DW FRVW OHVV DFFXPXODWHG DPRUWL]DWLRQ
LQ D EXVLQHVV FRPELQDWLRQ DUH PHDVXUHG DW IDLU YDOXH DW WKH DFTXLVLWLF
UHFRUGHG RQ D VWUDLJKW OLQH EDVLV RYHU WKHLU HVWLPDWHG XVHIXWIOHYHV 7
LQWDQJLEOH DVVHWYV ZLWK D GHILQLWH XVHIXO OLIH DUH DPRUWL]HG RYHU WKH HV

/ILFHQVH DJUHHPHQWYV \HDUV
%UDQGV \HDUV
1RQ FRPSHWH DJUHHPHQWYV \HDUV
&XVWRPHU UHODWLRQVKLS \HDUV

7KH HVWLPDWHG XVHIXO OLYHV UHVLGXDO YDOXHV DQG DPRUWL]DWLRQ PHWKRGYV
HVWLPDWHYVY DUH DFFRXQWHG IRU SURVSHFWLYHO\ ,QWDQJLEOH DVVHWYV ZLWK DQ L
DPRUWL]DWLRQ EXW DUH WHVWHG IRU LPSDLUPHQW DQQXDOO\ 7KH &RPSDQ\ GRHV
OLIH LOQWDQJLEOH DVVHWYV

5HVHDUFK FRVWV DUH H[SHQVHG DV LQFXUUUH FDSLWDOL]J]HG RQO\ LI GHYHBORSPF
PHDVXUHG UHOLDEO\ WKH SURGXFW RU SURFHVV LV WHFKQLFDOO\ DQG FRPPHUFLD!
WKH &RPSDQ\ LQWHQGYV WR DQG KDV VXIILFLHQW UHVRXUFHV WR FRPSOHWH GHYHO
RWKHU UHODWHG H[SHQGLWXUHV WKDW DUH QRW HOLJLEOH WR EH FDSLWDOL]JHG Dl
RI RSHUDWFRPSUHKHQ DV LQFXWUHG

[LL BURYLVLRQV

B3URYLVLRQV DUH UHFRJQL]JHG ZKHQ WKH &RPSDQ\ KDV D SUHVHQW OHJDO RU FRQ
SUREDEOH WKDW DQ RXWIORZ RI HFRQRPLF UHVRXUFHV ZLOO EH UHTXLUHG WR VH
HVWLPDWHG 3URYLVLRQV DUH PHDVXUHG DW WKH SUHVHQW YDOXH RI WKH HVWLPD
HITHFW RI WKH WLPH YDOXH RI PRQH\ LV PDWHULDO

[LLL/RVVSHU VKDUH

%DVLF DQGORMWWHEDUH LV FDOFXODWR®MEW GLEXWDEDHMAR FRPPRQ VKDUHKROCG
DYHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ GXULQJ WKGRWAU V.KBHQHWLKH B B OFX QB
VLPLODU PDQQHU EXW ZLWK DGMXVWPHQWYV WR JLYH HIIHFW WR DOO GLOXWLYH S
GLOXWLYH HIIHFW RI ZDUUDQWYV RSWLRQV 7RS XS 5LJKWV 568V DQG 368V LV FDOF
HITHFWV RI SRWHQWLDO FRQYHUVLRQV RI VHFXULWLHY DUH LIJIQRUHG IRU WKLV FDOF
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[LY 5HYHQXH UHFRJQLWLRQ

5HYHQXH IURP WKH GLUHFW VDOH Rl FDQQDELYV GULHG IORZHU DQG FDQQDELV GHU
WKH &RPSDQ\ WUDQVIHUV FRQWURO RI WKH JRRGV WR WKH FXVWRPHU 7KLV WUDQ\
FDVHV ZKHQ WKH SURGXFW LV VKLSSHG IURP WKH &RPSDQ\ V IDFLOLWLHV

*URVV UHYHQXH LQFOXGHV H[FLVH WD[HV ZKLFK WKH &RPSDQ\ SD\V DV SULQFLSDO
RI WKLUG SDUWLHV *URVV UHYHQXH DOVR LQFOXGHV WKH QHW FRQVLGHUDWLRQ
UHYHQXH LV UHFRJQL]HG WR WKH H[WHQW WKDW LW LV KLJKO\ SUREDEOH WKDW D \
LV VWDWHG QHW RI H[SHFWHG SULFH GLVFRXQWY DOORZDQFHV IRU FXVWRPHU UHW
*HQHUDOO\ SD\PHQW RI WKH WUDQVDFWLRQ SULFH LV GXH ZLWKLQ FUHGLW WHUF
HOHPHQW RI ILQDQFLQJ

I1HW UHYHQXH LV UHYHQXH OHVV H[FLVH WD[HV ([FLVH WD[HV DUH HIIHFWLYHO\ D
SURGXFW LV UHPRYHG IURP WKH &RPSDQ\xV SUHPLVHVY DQG PD\ RU PD\ QRW EH GL
SURYLQFH RI VDOH ,W LV JHQHUDOO\ QRW LQFOXGHG DV D VHSDUDWH LWHP RQ HJ
SDVVHG RQ WR WKH FXVWRPHU DQG ZKHUH D FXVWRPHU IDLOV WR SD\ IRU SURGXF
WD[ 7KH &RPSDQ\ WKHUHIRUH UHFRJQL]HV H[FLVH WD[ XQOHVV LW UHJDUGV LWVHC(
DQG UHGXFWLRQ WR UHYHQXH IRU WKH &RPSDQ\

[Y 'HULYDWLYH OLDELOLWLHV

'"HULYDWLYH OLDELOLWLHY DUH LQLWLDOO\ UHFRJQL]HG DW IDLU YDOXH DW WKH C
DWWULEXWDEOH WUDQVDFWLRQ FRVW VVIWHVGIHHRMD R G RLER SIKWK RQWYDE GO G G
6XEVHTXHQW WR LQLWLDO UHFRJQLWLRQ GHULYDWLYH OLDELOLWLHY DUH PHDVXUH
UH PHDVXUHPHQW JDLQ RU ORVV EHLQJ UHFRJQLYM® WRPHEGMDW R O ¥ REP SMMHK FFQ D LDRDE
ORV¥KH &RPSDQ\ GRHV QRW HQWHU LQWR RU KROG GHULYDWLYH ILQDQFLDO LQVWU>

JRU PRUH GHWDLOV RQ GHULYDWLYH OLDELOLWLHVY FRQVLVWLQJ RI ZDUUDQWV 7R
GHILQHG LQ 1QWHKH IXWXUH DQG D VHFXUHG FRQYHUWLEOH ORDQ VHH 1RWH

[YL BUHIHUUHG VKDUHV

7KH 3UHIHUUHG 6KDUHV FRQWDLQ HPEHGGHG GHULYDWLYHV WKDW QRUPDOO\ UHTX
DFFRXQW IRU WKH HQWLUH LQVWUXPHQW DV )973/ DIWHU GHWHUPLQLQJ XQGHU ,)56
IRU XQGHU VXFK )973/ PHWKRG

[YLL,QFRPH WD[HV

7KH PHDVXUHPHQW RI LQFRPH WD[HV SD\DEOH DQG GHIHUUHG LQFRPH WD[ DVVHW
MXGJPHQWY LQ WKH LQWHUSUHWDWLRQ DQG DSSOLFDWLRQ RI WKH UHOHYDQW WD]
XSRQ ILOLQJ DQG DFFHSWDQFH RI WKH WD[ UHWXUQ E\ WKH UHOHYDQW DXWKRUL
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

,QFRPH WD[ H[SHOQKH FRQVROLGDWHG VWD VFRPISQWKHRIVRS HUDRWVYXO\VRDEBBUUHQW DQ
WD[ DV H[SODLQHG EHORZ

&XUUHQW WD[ LV WKH H[SHFWHG LQFRPH WD[ SD\DEOH UHFRYHUDEOH RQ WKH W
HOQDFWHG RU VXEVWDQWLYHO\ HQDFWHG DV DW WKH HQG RI WKH UHSRUWLQJ \t
FRQVROLGDWHG VWDWH P HERWP\S RH KREEGINADAMOBIIR WD Q&K H FXUUHQW WD[ IRU WKH UHSRLU
WR WKH FXUUHQW WD[ RI SULRU \HDUV OHVV FXUUHQW WD[ UHFRUGHG GLUHFWO\ LC

'"HIHUUHG WD[HVY DUH DFFRXQWHG IRU XQGHU WKH OLDELOLW\ PHWKRG DQG DUH WHK
WHPSRUDU\ GLIITHUHQFHY EHWZHHQ WKH FDUU\LQJ DPRXQWV RI DVVHWY DQG OLDEL
FRUUHVSRQGLQJ WD[ EDVHV XVHG LQ WKH FRPSXWDWLRQ RI WD[DEOH LQFRPH 'HIF
WD[DEOH WHPSRUDU\ GLIITHUHQFHY DQG GHIHUUHG WD[ DVVHWYV DUH UHFRJQL]JHG W]
EH DYDLODEOH DJDLQVW ZKLFK GHGXFWLEOH WHPSRUDU\ GLIITHUHQFHY DQG XQXVH!
WD[ LV FDOFXODWHG RQ D QRQ GLVFRXQWHG EDVLV XVLQJ HQDFWHG RU VXEVWDQ
LQFRPH LQ WKH \HDUV LQ ZKLFK WKRVH WHPSRUDU\ GLIIHUHQFHY DUH H[SHFWHG W
LQGLYLGXDO GHIHUUHG WD[ DVVHWY DUH UHYLHZHG DW WKH HQG RI HDFK UHSRUWL
SUREDEOH WKDW WKH UHODWHG WD[ EHQHILW ZLOO EH UHDOL]JHG VXFK UHGXFWLRC
LPSURYHVY 8QUHFRJQL]JHG GHIHUUHG WD[ DVVHWY DUH UHDVVHVVHG DW HDFK UHSF
EHFRPH SUREDEOH WKDW IXWXUH WD[DEOH SURILWY ZLOO EH DYDLODEOH DJDLQVW

'"HIHUUHG WD[ LV QRW UHFRJQL]JHG IRU L WHPSRUDU\ GLIIHUHQFHVY UHODWHG WI|
WUDQVDFWLRQ WKDW LV QRW D EXVLQHVV FRPELQDWLRQ DQG WKDW DIIHFWV QHL!
UHODWLQJ WR LQYHVWPHQWYV LQ VXEVLGLDULHVY WR WKH HIWHQW WKDW LW LV SURE
GLIITHUHQFHYVY DULVLQJ RQ WKH LQLWLDO UHFRJQLWLRQ RI JRRGZLOO
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[YLLWRUURZLQJ FRVWYV

%RUURZLQJ FRVWYV GLUHFWO\ DWWULEXWDEOH WR WKH DFTXLVLWLRQ FRQVWUXFW
QHFHVVDULO\ WDNH D VXEVWDQWLDO SHULRG RI WLPH WR JHW UHDG\ IRU WKHLU LQ
XQWLO VXFK WLPH WKDW WKH DVVHWY DUH VXEVWDQWLDOO\ UHDG\ IRU WKHLU LQW!
SHULRG LQ ZKLFK WKH\ DUH LQFXUUHG DQG UHSRUWHG LQ ILQDQFH FRVWV 1R E
SUHVHQWHG

[L[ %XVLQHVV FRPELQDWLRQV

7KH &RPSDQ\ DFFRXQWV IRU EXVLQHVV FRPELQDWLRQV XVLQJ WKH DFTXLVLWLRQ PH
PHHWV WKH GHILQLWLRQ RI D EXVLQHVV DQG FRQWURO LV WUDQVIHUUHG WR WKt
DFWLYLWLHY DQG DVVHWV LV D EXVLQHVV WKH &RPSDQ\ DVVHVVHV ZKHWKHU WKH
PLQLPXP DQ LQSXW DQG VXEVWDQWLYH SURFHVV DQG ZKHWKHU WKH DFTXLUHG VF
RXWSXWV

7KH &RPSDQ\ KDV DQ RSWLRQ WR DSSO\' D FRQFHQWUDWLRQ WHVW WKDW SHUPLWYV
DFWLYLWLHY DQG DVVHWYV LV QRW D EXVLQHVV 7KH RSWLRQDO FRQFHQWUDWLRQ \
DVVHWY DFTXLUHG LV FRQFHQWUDWHG LQ D VLQJOH LGHQWLILDEOH DVVHW RU JURX

7KH FRQVLGHUDWLRQ WUDQVIHUUHG LQ WKH DFTXLVLWLRQ LV JHQHUDOO\ PHDVXUH!
OLDELOLWLHY DVVXPHG *RRGZLOO LV WKH H[FHVV RI FRQVLGHUDWLRQ WUDQVIHUL
DVVHWY DFTXLUHG DW WKH DFTXLVLWLRQ GDWH DQG LV WHVWHG DQQXDOO\ IRU LP
RQ D EDUJDLQ SXUFKDVH LV UHFRJQL]JHG LQ SURILW RU ORVV LPPHGLDWHO\ 7UDQVELC
WR WKH LVVXDQFH RI GHEW RU HTXLW\ VHFXULWLHV 7KH FRQVLGHUDWLRQ WUDQVI
RI DQ\ SUH H[LVWLQJ UHODWLRQVKLSY 6XFK DPRXQWY DUH JHQHUDOO\ UHFRJQL]HG

$Q\ FRQWLQJHQW FRQVLGHUDWLRQ LV PHDVXUHG DW IDLU YDOXH DW WKH GDWH
FRQVLGHUDWLRQ WKDW PHHWYV WKH GHILQLWLRQ RI D ILQDQFLDO LQVWUXPHQW LV F
LV DFFRXQWHG IRU ZLWKLQ HTXLW\ 2WKHUZLVH RWKHU FRQWLQJHQW FRQVLGHUDW
VXEVHTXHQW FKDQJHV LQ WKH IDLU YDOXH RI WKH FRQWLQJHQW FRQVLGHUDWLRQ D

[[ &ULWLFDO D FHRRXIPPVIDMDSVM XGJIPHQW YV

7KH SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ FRQIRUPL
HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW WKH DSSOLFDWLRQ RI DFFRXQWLQJ
LQFRPH DQG H[SHQVHV $FWXDO UHVXOWV PD\ GLIIHU I[IURP WKHVH HVWLPDWHV (VW
DQ RQJRLQJ EDVLV 5HYLVLRQV WR DFFRXQWLQJ HVWLPDWHY DUH UHFRJQL]JHG LQ W
IXWXUH \HDUV DIIHFWHG

7KH IROORZLQJ DUH WKH HVWLPDWHY DQG MXGJPHQWY PDGH E\ PDQDJHPHQW LQ DS
KDYH WKH PRVW VLIJQLILFDQW HIIHFW RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPFE

%LRORJLFDO DVVHWY DQG LOQYHQWRULHYV
'"HWHUPLQDWLRQ RI WKH IDLU YDOXH RI ELRORJLFDO DVVHWYV UHTXLUHV PDQDJ
HYWLPDWLQJ WKH DYHUDJH VHOOLQJ SULFH SHU JUDP DQG H[SHFWHG DYHUDJH \
XQVDODEOH LQYHQWRULHYVY DW WKH ORZHU RI FRVW DQG QHW UHDOL]DEOH YDOX
EDVHG RQ REVROHVFHQFH WUHQGY KLVWRULFDO H[SHULHQFH IRUHFDVW GHPI
XQVDODEOH LQYHQWRULBIQGIRHIHYUWKHBWRBYRUPDWLRQ

8VHIXO OLYHVY DQG LPSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW DQG IL
$PRUWL]DWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW DQG ILQLWH OLIH LQWDQJ|
GHWHUPLQHG WKURXJK WKH H[HUFLVH RI MXGJPHQW 7KH DVVHVVPHQW RI DQ\ I
HVWLPDWHYV RI UHFRYHUDEOH DPRXQWV WDNLQJ LQWR FRQVLGHUDWLRQ IDFWRU"

6KDUH EDVHG SD\PHQWYV
,Q GHWHUPLQLQJ WKH IDLU YDOXH RI RSWLRQV DQG UHODWHG FRVWV PDQDJHF
H[SHFWHG YRODWLOLW\ RI WKH &RPSDQ\xV VKDUH SULFH WKH ULVN I[UHHRUQWHU/|
IXUWKHU LQIRUPDWLRQ

BURYLVLRQ IRU UHWXUQV DQG SULFH DGMXVWPHQWYV
*RYHUQPHQW FXVWRPHUV W\SLFDOO\ KDYH WKH ULJKW WR UHWXUQ SURGXFWV D
SURGXFWV WKDW DUH VXEVHTXHQWO\ GLVFRXQWHG RU VROG IRU D ORZHU SULF
IXWXUH UHWXUQV DQG SULFLQJ DGMXVWPHQWY LQFOXGHV WKH XVH RI PDQDJHI
FHUWDLQ JLYHQ WKH HYROYLQJ QDWXUH RI WKH LQGXVWU\
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,PSDLUPHQW Rl QRQ ILQDQFLDO DVVHWYV

7KH UHFRYHUDEOH DPRXQW RI DQ LQGLYLGXDO &*8 DQG JURXS RI &*8V LV GHWHU
XVH RI D GLVFRXQWHG FDVK IORZ PRGHO DQG VLJQLILFDQW DVVXPSWLRQV ZKLF
UDWH DQG SRVW WD[ GLVFRXQW UDWHV ,Q DOORFDWLQJ DQ\ LPSDLUPHQW ORVYV
LWV SURSHUW\ SODQW DQG HTXLSPHQW 7KH UHFRYHUDEOH DPRXQW RI SURSHU
FRVWV RI GLVSRVDO DQG LQYROYHV WKH XVH Rl FDSLWDOL]DWLRQ UDWHV PDU}
5HIHU WR 1RWH IRU IXUWKHU LQIRUPDWLRQ

'"HULYDWLYH OLDELOLWLHV
:DUUDQWY LVVXHG SXUVXDQW WR HTXLW\ RITHULQJY WKDW DUH SRWHQWLDOO\ H
YDULDEOH QXPEHU RI VKDUHV EHLQJ LVVXHG DUH FRQVLGHUHG GHULYDWLYH OLI
SURILW RU ORVV 7KH &RPSDQ\ XVHV WKH %ODFN 6FKROHV RSWLRQ SULFLQJ PRC
LQFHSWLRQ RQ HDFK H[HUFLVH DQG VXEVHTXHQWO\ DW WKH SHULRG HQG GDW
H[SHFWHG IXWXUH YRODWLOLW\ LQ WKH SULFH RI WKH &RPSDQ\xV &RPPRQ 6KDUH

7KH SRWHQWLDO LVVXDQFH RI &RPPRQ 6KDUHV UHODWHG WR 7RS XS 5LJKWV LV
PHDVXUHG DW IDLU YDOXH WKURXJK SURILW RU ORVV 7KH &RPSDQ\ XVHV WKH 0K
RI VXFK 7RS XS 5LJKWV DW LQFHSWLRQ XSRQ HDFK H[HUFLVH DQG DW \HDU HQC
H[SHFWHG IXWXUH YRODWLOLW\ RI WKH SULFH RI WKH &RPSDQ\ V &RPPRQ 6KDUHYV
LV GHVFULEHG LQ 1RWH

SHFRIJQLWLRQ DQG PHDVXUHPHQW RI SUHIHUUHG VKDUHY DQG GHULYDWLYH IL
,Q GHWHUPLQLQJ WKH LQLWLDO DQG VXEVHTXHQW PHDVXUHPHQW RI WKH 3UHIHU
DSSOLHG VLIJQLILFDQW MXGJPHQW DQG HVWLPDWLRQ LQ UHJDUGY WR WKH IDLU °
OLDELOLW\ 5HIHWQ®RRIRMHWKHU LQIRUPDWLRQ

S5SHFRIQLWLRQ DQG PHDVXUHPHQW RI RWKHU ILQDQFLDO DVVHWYV
,Q GHWHUPLQLQJ WKH LQLWLDO DQG VXEVHTXHQW UHFRJQLWLRQ DQG PHDVXUHF
DSSOLHG VLIJQLILFDQW MXGJPHQW DQG HVWLPDWHY LQFOXGLQJ EXW QRW OLPLW
DQG NH\ LQSXWV 5HIHQYCGWRULRWHMWKHU LQIRUPDWLRQ

%XVLQHVYV &RPELQDWLRQV

ODQDIJHPHQW SHUIRUPVY D YDOXDWLRQ DQDO\VLVY WR DOORFDWH WKH SXUFKDVH ¢
LGHQWLILDEOH DVVHWY DFTXLUHG DQG OLDELOLWLHY DVVXPHG 'HWHUPLQLQJ Wt
DVVXPHG RQ WKH DFTXLVLWLRQ GDWH DQG FRQWLQJHQW FRQVLGHUDWLRQ UHTX
WR WKH DFTXLVLWLRQV WKH VLIQLILFDQW DVVXPSWLRQV UHODWHG WR HVWLPD
UHODWLRQVKLSVY LQFOXGHG WKH UR\DOW\ UDWH IRUHFDVWHG UHYHQXHV DQG
RQ WKH LQSXWV XVHG DQG DVVXPSWLRQV PDGH E\ PDQDJHPHQW UHJDUGLQJ WK
FKDQJHV LQ WKH GLVFRXQW UDWH DSSOLHG

1HZ DQG DPHQGHG DFFRXQWLQJ VWDQGDUGYV HIIHFWLYH IRU WKH FXUUHQW \HDU

$PHQGPHQWYV WR ,$6 &ODVVLILFDWLRQ RI /LDELOLWLHY DV &XUUHQW RU 1RQ ¢
&RYHQDQWYV
,Q -DQXDU\ DQG 2FWREHU WKH ,$6% LVVXHG DPHQGPHQWYV WR ,$6 WR VSHF

ZKHWKHU D OLDELOLW\ VKRXOG EH SUHVHQWHG DV FXUUHQW RU QRQ FXUUHQW L
UHTXLUHPHQWY WKH DVVHVVPHQW RI ZKHWKHU D OLDELOLW\ LV SUHVHQWHG DV
DUUDQJHPHQWY LQ SODFH DV DW WKH UHSRUWLQJ GDWH DQG GRHV QRW LPSDFW W
DOVR FODULI\ KRZ FRQGLWLRQV ZLWK ZKLFK DQ HQWLW\ PXVW FRPSO\ ZLWKLQ W
FODVVLILFDWLRQ RI D OLDELOLW\ 7KH DPHQGPHQWY DSSO\ UHWURVSHFWLYHO\ IRU

7KHVH DPHQGPHQWY GR QRW KDYH D PDWHULDO LPSDFW RQ WKH &RPSDQ\xV FRC(

$PHQGPHQWYV WR ,)56 /HDVH /LDELOLW\ LQ D 6DOH DQG /HDVHEDEN

2Q 6HSWHPEHU WKH ,$6% LVVXHG DPHQGPHQWV WR ,)56 /HDVHV WR VSHF
XVHV LQ PHDVXULQJ WKH OHDVH OLDELOLW\ DULVLQJ LQ D VDOH DQG OHDVHEDFN W
DQ\ DPRXQW RI WKH JDLQ RU ORVV WKDW UHODWHYV WR WKH ULJKW RI XVH LW UHW
SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXDU\ DQG PXVW EH DSSOLHG UHWURVSH
LQWR DIWHU WKH GDWH RI LQLWLDO DSSOLFDWLRQ RI ,)56 (DUOLHU DSSOLFDW
&RPSDQ\ KDV QRW HOQOWHUHG LQWR DQ\ VDOH DQG OHDVHEDFN WUDQVDFWLRQV LQ W
7TKHUHIRUH WKHVH DPHQGPHQWY GR QRW KDYH DQ LPSDFW RQ WKH &RPSDQ\ V FRQV

$PHQGPHQWYV WR ,$6 DQG ,)56 6XSSOLHU )LQDQFH $UUDQJHPHQWYV

,Q 0D\ WKH ,$6% LVVXHG DPHQGPHQWYV WR ,$6 6WDWHPHQW RI &DVK )ORZV DQC
WR FODULI\ WKH FKDUDFWHULVWLFV RI VXSSOLHU ILQDQFH DUUDQJHPHQWY DQG U
GLVFORVXUH UHTXLUHPHQWY LQ WKH DPHQGPHQWY DUH LOWHQGHG WR DVVLVW XVH
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VXSSOLHU ILQDQFH DUUDQJHPHQWY RQ DQ HQWLW\xV OLDELOLWLHV FDVK IORZV D
KDYH DQ LPSDFW RQ WKH &RPSDQ\xV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$FFRXQWLQJ VWDQGDUGY LVVXHG EXW QRW \HW HIIHFWLYH

7KH QHZ DQG DPHQGHG VWDQGDUGY DQG LQWHUSUHWDWLRQV WKDW DUH LVVXHG E.
&RPSDQ\ V FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH GLVFORVHG EHORZ 7KH
VWDQGDUGY DQG LQWHUSUHWDWLRQV ZKHQ WKH\ EHFRPH HIIHFWLYH

$PHQGPHQW WR WKH &ODVVLILFDWLRQ DQG OHDVXUHPHQW RI )LQDQFLDO ,QVWUXPH(
,Q 0D\ WKH ,$6% LVVXHG DPHQGPHQWYV WR ,)56 DQG ,)56 WR UHVSRQG WR UF
LQFOXGH QHZ UHTXLUHPHQWY QRW RQO\ IRU ILQDQFLDO LQVWLWXWLRQV EXW DOVR

a FODULI\ WKH GDWH RI UHFRJQLWLRQ DQG GHUHFRJQLWLRQ RI VRPH ILQDQFLDO
ILQDQFLDO OLDELOLWLHYVY VHWWOHG WKURXJK DQ HOHFWURQLF FDVK WUDQVIH

a FODULI\ DQG DGG IXUWKHU JXLGDQFH IRU DVVHVVLQJ ZKHWKHU D ILQDQFLDO
LQWHUHVW 633, FULWHULRQ

a DGG QHZ GLVFORVXUHV IRU FHUWDLQ LQVWUXPHQWY ZLWK FRQWUDFWXDO W
ILQDQFLDO LQVWUXPHQWY ZLWK IHDWXUHV OLQNHG WR WKH DFKLHYHPHQW RI

a XSGDWH WKH GLVFORVXUHV IRU HTXLW\ LOQVWUXPHQWY GHVLJQDWHG DW IDLU |

7KHVH DPHQGPHQWY DUH HIIHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ
UHWURVSHFWLYHO\ (DUOLHU DSSOLFDWLRQ LV SHUPLWWHG 7KH &RPSDQ\ LV FXI
DPHQGPHQWY RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

,)56 BUHVHQWDWLRQ DQG 'LVFORVXUH LQ )LQDQFLDO 6WDWHPHQWYV

,Q $SULO WKH ,$6% LVVXHG ,)56 ZKLFK UHSODFHV ,$6 SUHVHQWDWLRQ RI Il
UHTXLUHPHQWY IRU SUHVHQWDWLRQ ZLWKLQ WKH VWDWHPHQW RI SURILW RU ORYV
HOQWLWLHY DUH UHTXLUHG WR FODVVLI\ DOO LQFRPH DQG H[SHQVHV ZLWKLQ WKH
RSHUDWLQJ LQYHVWLQJ ILQDQFLQJ LQFRPH WD[HV DQG GLVFRQWLQXHG RSHUDWLF

, W DOVR UHTXLUHV GLVFORVXUH RI QHZO\ GHILQHG PDQDJHPHQW GHILQHG SHUIRUP
DQG LQFOXGHV QHZ UHTXLUHPHQWYV IRU DJJUHIJDWLRQ DQG GLVDJJUHIJDWLRQ RI IL!
WKH SULPDU\ ILQDQFLDO VWDWHPHQWY 3)6 DQG WKH QRWHV

,Q DGGLWLRQ QDUURZ VFRSH DPHQGPHQWYV KDYH EHHQ PDGH WR ,$6 6WDWHPHQ
VWDUWLQJ SRLQW IRU GHWHUPLQLQJ FDVK IORZV I[URP RSHUDWLRQV XQGHU WKH LC
ORVV DQG UHPRYLQJ WKH RSWLRQDOLW\ DURXQG FODVVLILFDWLRQ RI FDVK IORZ
FRQVHTXHQWLDO DPHQGPHQWYVY WR VHYHUDO RWKHU VWDQGDUGYV

,)56 DQG WKH DPHQGPHQWY WR WKH RWKHU VWDQGDUGY DUH HIIHFWLYH IRU DQC
EXW HDUOLHU DSSOLFDWLRQ LV SHUPLWWHG DQG PXVW EH GLVFORVHG )5
FXUUHQWO\ HYDOXDWLQJ WKH SRWHQWLDO LPSDFW RI ,)56 RQ WKH &RPSDQ\xV FR(

,)56 6XEVLGLDULHYV ZLWKRXW 3XEOLF $FFRXQWDELOLW\ 'LVFORVXUHVY DQG DPHQG
,Q 0D\ WKH ,$6% LVVXHG DPHQGPHQWYV WR ,)56 ZKLFK SHUPLWY DQ HOLJLEOF¢
DFFRXQWDELOLW\ ZKRVH XOWLPDWH RU LQWHUPHGLDWH SDUHQW SUHSDUHV FRQVR
GLVFORVXUH UHTXLUHPHQWY ZKLOH RWKHUZLVH DSSO\LQJ IXOO ,)56 UHFRJQLWLR!
VWDQGDUG LV HIIHFWLYH IRU DQQXDO SHULRGYV EHJLQQLQJ RQ RU DIWHU -DQXDU\

DSSOLFDWLRQ SHUPLWWHG

$V WKH &RPSDQ\ LV QRW D VXEVLGLDU\ DQG KDV SXEOLF DFFRXQWDELOLW\ LWV VKI
DQG WKHUHIRUH WKHVH DPHQGPHQWY DUH QRW H[SHFWHG WR KDYH DQ\ LPSEC
VWDWHPHQWYV

$PHQGPHQWV WR ,%$6 IDEN RI ([FKDQJHDELOLW\

,Q $XIXVW WKH ,$6% DPHQGHG ,$6 WR FODULI\ ZKHQ D FXUUHQF\ LV H[FKDQ
FRPSDQ\ HVYWLPDWHY D VSRW UDWH ZKHQ D FXUUHQF\ ODFNV H[FKDQJHDELOLW\ 7]
SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXDU\ DQG PXVW EH DSSOLHG SURVSHFW
WKH GDWH RI LQLWLDO DSSOLFDWLRQ 7KHVH DPHQGPHQWY DUH QRW H[SHFWHG WR
ILQDQFLDO VWDWHPHQWYV

5(675,8&7(" &$6+
$V BWSWHPEHU WKH &RPSDQ\ KHOG UHVWULFWHG 6AHLBWKHPEEBDQFHYV RI 7KHVH
EDODQFHYVY UHSUHVHQW SURFHHGYV UHFHLYHG XQGHU WKH SURGXFW GHYHORSPHQW
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3'&« $JUHHPHQW DQG WKH VXEVFULSWLRQ DJUHHPHQW GDWHG 1RYHPEHU zZ
VXEVLGLDU\ RI %ULWLVK $PHULFDQ 7REDFFR S O F WRJHWKHU ZLWK LQYHVWPHQWV
WKDW OLPLW WKHLU XVH IRU JHQHUDO FRUSRUDWH SXUSRVHV $FFRUGLQJO\ WKHYV
VWDWHPHQWY RI ILODQFLDO SRVLWLRQ DQG H[FOXGHG IURP FDVK DQG FDVK HTXLYD

$V RIHSWHPEHU WKH &RPSDQ\ KDG DFEBWR/IR®EHYLRXVO\ UHVWULFWHG IXQGV SXU
ZDLYHU JUDQWHG E\ %$7 7KH ZDLYHU SHUPLWV XVH RI WKHVH IXQGV IRU JHQHUDO S
RULJLQDO UHVWULFWLRQV DUH UHLQVWDWHG 7KH &RPSDQ\ KDV FODVVLILHG WKH\
VXEVWDQFH RI WKH DUUDQJHPHQW

$&&28176 $1' 27+(5 5(&(,9$%/(6
7KH &RPSDQ\xV DFFRXQWY UHFHLYDEOH LQF®OKSWHWEHURDQBIAVQHPEHHADQFHY DV DW

6(37(0%(5 |6(37(0%(5

*URVV WUDGH UHFHLYDEOHYV

/JHVV UHVHUYHV IRU SURGXFW UHWXUQV DQG SULFH DGMXVWPHQWYV
/JHVV H[SHFWHG FUHGLW ORVVHYV

7UDGH UHFHLYDEOHYV

5HFHLYDEOH IURP UHODWHG SDUW\

6DOHV WD[HV UHFHLYDEOH

&XUUHQW SRUWLRQ RI QHW LQYHVWPHQW LQ VXEOHDVHYV

2WKHU UHFHLYDEOHYV

'XULQJI\MWI HQGHEGSWHPEHU WKH &RPSDQ\ UHFRJQL]JHG D SURYLVLRR IR&HISMBEHP BHIG F L
LQFOXGHG LQ JHQHUDO DQG DGPLRRYWROMWMWMMMB PFHHQWHWRILQ SWK B W
FRPSUHKHQVLYH GRRWLVLRQ IRU H[SHFWHG FUHGLW ORVVHV RQ UHFHLYDEOHV LV G

%,2/2*,&%/ $66(76
7KH &RPSDQ\ PHDVXUHYVY ELRORJLFDO DVVHWYV ZKLFK FRQVLVW RI FDQQDELYV SODQYV
KDUYHVW ZKLFK WKHQ EHFRPHV WKH EDVLV IRU WKH FRVW Rl ILQLVKHG JRRGV L
LQFXUUHG RQ WKHVH ILQLVKHG JRRGV LQYHQWRULHYV QIYWHUIWRDULHNVW DUH FDSLWDC

7KH FKDQJHVY LQ WKH FDUU\LQJ YD O XHSRNHRRHOWR JD BEHDOS WAHWHEW Y DYUIHWWDV IROORZV

%,2/2*,&$/

$66(7 )$,5
&$3,78/,=(" 9$/8(
&267 $'-8670(17 $02817

%DODQFEWHPEHU

8QUHDOL]HG JDLQ RQ FKDQJHV LQ IDLU YDOXH RI ELRORJOFDO DVVHWYV
BURGXFWLRQ FRVWV FDSLWDOL]JHG o
7UDQVIHU WR LQYHQWRU\ XSRQ KDUYHVW

%DODQFEWHPEHU

8QUHDOL]HG JDLQ RQ FKDQJHV LQ IDLU YDOXH RI ELRORJ2FDO DVVHWYV
SBURGXFWLRQ FRVWV FDSLWDOL]JHG o
7UDQVIHU WR LQYHQWRU\ XSRQ KDUYHVW

%DODQFEWHPEHU

7KH IDLU YDOXH OHVV FRVWYVY WR VHOO RI ELRORJLFDO DVVHWYV LV GHWHUPLQHG XV
JUDPV IRU SODQWYV FXUUHQWO\ EHLQJ FXOWLYDWHG WKHQ DGMXVWV WKDW DPRX
DGGLWLRQDO FRVWV WR EH LQFXUUHG VXFK DV SRVW KDUYHVW FRVWV 7KH IROOF
OHYHO ZLWKLQ WKH IDLU YDOXBIUKHLXVBGFKQ) GHWHIRPL®LQJ WKH IDLU YDOXH RI ELR

L DYHUDJH VHOOLQJ SULFH SHU JUDP O FDOFXODWHG DV WKH ZHLJKWHG DYHUI
&RPSDQ\ DGMXVWHG IRU H[SHFWDWLRQV DERXW IXWXUH SULFLQJ

LL H{TSHFWHG DYHUDJH \LHOG SHU SODQW O UHSUHVHQWY WKH QXPEHU RI JUDPV
WR EH REWDLQHG IURP HDFK KDUYHVWHG FDQQDELY SODQW FXUUHQWO\ XQGH!

LLIZDVWDJH RI SODQWY EDVHG RQ WKHLU YDULRXV VWDJHV Rl JURZWK O UHSUHV}
DVVHWY ZKLFK DUH H[SHFWHG WR IDLO WR PDWXUH LQWR FDQQDELYV SODQWV V

&2162/,'$7('),1$1&,$/ 67$7(0(176)25 7<($5 (1'(' 6(37(0%(5 $1°



LY SRVW KDUYHVW FRVWVY O FDOFXODWHG DV WKH FRVW SHU JUDP RI KDUYHVWH{(
SRVW KDUYHVW FRQVLVWLQJ RI WKH FRVW RI GLUHFW DQG LQGLUHFW PDW|
SDFNDJLQJ DQG

Y VWDJH RI FRPSOHWLRQ LQ WKH FXOWLYDWLRQ SURFHVV O FDOFXODWHG E\ WD
D WRWDO DYHUDJH JURZ F\FOH RI DSSUR[LPDWHO\ ZHHNV

7KH &RPSDQ\ HVYWLPDWHV WKH KDUYHVW \LHOGV IRU WKH FDQQDELY RQ SODQWYV DW
PDWXUH S OD®NSW HBFERIU LW LV H[SHFWHG WKDW WKH &RPSDQ\xV HJRBB&WHDEHD VYV

¢} NJRI FDQQDELY ZKHQ HYHQWXDOO\ KDUYHVWHG 7KH &RPSDQ\xV HVWL
FKDQJH DQG GLIIHUHQFHV IURP WKH H[SHFWHG \LHOG ZLOO EH UHIOHFWHG LQ WK
SHULRGV 7KH &RPSDQ\ DFFUHWHYV IDLU YDOXH RQ D VWUDLJKW OLQH EDVLV DFFRU
WKDW LWKURXJK LWV ZHHN JURZLQJ F\FOH ZRXOG EIHLDWF KDBEHG \DVE SCUIRYIHP Bl WSHHE\V
OHVV FRVWV WR VHOO VXEMHFW WR ZDVWDJH DGMXVWPHQWYV

ODQDIJHPHQW EHOLHYHV WKH PRVW VLIJQLILFDQW XQREVHUYDEOH LQSXWV DQG WKHL

6,1,),&$17 ,13876 S *+7( $9(58*( ,1387 ())(&7 21 )$,5 9%$/8(

$668037,216 6HSWHPEHU 6HSWHPEHU 6HSWHPEHU 6HSWHPEHU
6(16,7,9,7<

$YHUDJH VHOOLQJ SULFH SHU JUDP ,QFUHDVH RU GHFUHDVH

H[FOXGLQJ WULP E\ SHU JUDP

,QFUHDVH RU GHFUHDVH
([SHFWHG DYHUDJH \LHOG SHUJBOBPQW JUDPV E\ JUDPYV

7KH H[SHFWHG DYHUDJH ®BIHBOWH BEHKUS CBJQWRDDWUHIOHFWY WKH DYHUDJH \LHOG RI Wl
WKH SODQW

,19(1725,(6
7KH &RPSDQ\xV LQYHQWRULHYV DUH FRPSULVEBSRVHPEH URO Q&ZIWB EEHODQFHY DV DW

&$3,7%/,=(" )$,5 9%/8( &$55<,1*

&267 $'-8670(17 9$/8(

30DQWV LQ GU\LQJ VWDJH

'U\ FDQQDELV

$YDLODEOH IRU SDFNDJLQJ

3DFNDJHG LQYHQWRU\

YORZHU DQG WULP DYDLODEOH IRU HIWUDFWLRQ

&RQFHQWUDWHG H[WUDFW

YRUPXODWHG H[WUDFWV

$YDLODEOH IRU SDFNDJLQJ

3DFNDJHG LQYHQWRU\

3DFNDJLQJ DQG VXSSOLHV o
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6(37(0% (5

&$3,7$/, )$.5 9$/8( &$55<,1*
&267 $'-8670(17 9$/8(

30DQWV LQ GU\LQJ VWDJH

'U\ FDQQDELV

$YDLODEOH IRU SDFNDJLQJ

3DFNDJHG LQYHQWRU\

YORZHU DQG WULP DYDLODEOH IRU H{WUDFWLRQ

&RQFHQWUDWHG H[WUDFW

YRUPXODWHG H[WUDFWV

$YDLODEOH IRU SDFNDJLQJ

3DFNDJHG LQYHQWRU\

3DFNDJLQJ DQG VXSSOLHV o

JORZHU DQG WULP DYDLODEOH IRU HIWUDFWLRQ DUH FRQYHUWHG LQWR FRQFHQWL
FRPELQLQJ ZLWK D FDUULHU RLO RU RWKHU SURGXFWV VXFK DV HGLEOHV KDVK DC

7KH DPRXQW RI LQYHQWRU\ H[SHQVHG DL)Q ERIMEWRIPEBOHVZ DRU WKHBHSWHPEHU
7KH DPRXQW RI LOQOYHQWRU\ SURYLVLRQV DQG SURDBHR\QVGAGHES WER B8 ESHUFND JL
ZDV 6HSWHPEHU ZKLFK LQFOXGHY SURYLVLRQV IRU H[FHVV DQG XQV
6HSWHPEHU DGMXVWPHQWY WR QHW UHBEEWHEHPEHHUYDOXH RDQG SURFHVVLQ.
DQG SDFNDJLQJ ZDVBMWHSWHPEHU ZKLFK LV FRPSULVHG RI WKH SURGXFWLRQ
WKHVH LQYHQWRULHY 7KH UHPDLQLQJ EDODQFH RI FRVW RI VDOHY UHODWHYVY WR U

7KH DPRXQW Rl UHDOL]JHG IDLU YDOXH RQ LQYHQWRULHY YRGECHOWB PEWKHBADNM YHQW
6HSWHPEHU LQFOXGLQJ UHDOL]HG IDLU YDOXH FFISWNMPABMRULHYV VRC
,QYHQWRU\ SURYLVLRQV WR UHFRJQL]H WKH UHDOL]HG IDLU YDOXH RQ ZDVV
\HDHQGHBH¥BSWHPEHU ZHUH 6HSWHPEHU FRQVLVWLQJ BHSWHPEHU
UHFRJQL]HG LQ FRVW RIENBWHY EHUG UHFRJQL]JHG LQ IDLU YDOXH DGMXVWHF

3523(57< 3/$17 $1' (48,30(17

521, 1%
352&(66,1* [($6(+2/" 5,547 2)
/$1" %8,/',1*6 (48,30(17 ,03529(0(176 27+(5 86( $66(76 727%$1
&RVW
%DODQFSWHPEHU
$GGLWLRQV o] l¢]
"LVSRVDOV o o] l¢]
%DODQREWHPEHU
$FTXLVLWLRQV WKURXJK EX¥LQHVVY O
FRPELQDWLRQV 1RWH
$GGLWLRQV o] o
"LVSRVDOV o l¢] l¢] l¢] o]
%DODQREWHPEHU
$FFXPXODWHG GHSUHFLDWLRQ
DQG LPSDLUPHQW
%DODQFRSEWHPEHU
$GMXVWPHQW o 0o le] o
"HSUHFLDWLRQ l¢] le]
"LVSRVDOV o o] le]
%DODQFEWHPEHU
'"HSUHFLDWLRQ o
"LVSRVDOV o l¢] o o e}

%DODQREWHPEHU

&DUU\LQJ DPRXQW
6HSWHPEHU
6HSWHPEHU
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,QFOXGHG LQ GHIHUUHG FK 1V6e DSMEHBHBRVLWYV LYDLG WR VHFXUH WKH DFTXLVLW
DQG SURFHVVLQJ KA XOLBRXQWY ZLOO EH UHFRUGHG ZLWKLQ WKR SHXWS PHOQMNQ W DUHI K

5HFRQFLOLDWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW DGGLWLRQV WR WKH VWD\
7KH IROORZLQJ WDEOH UHFRQFLOHYVY DGGLWLRQV RI SURSHUW\ SODQW DQG HTXLS
SODQW DQG HTXLSPHQW SHU WKH VWDWHPHQWY RI FDVK IORZV

7RWDO DGGLWLRQV LQFOXGLQJ ULJKW RI XVH OHDVH DVVHWYV
$GGLWLRQV UHODWHG WR EXVLQHVV FRPELQDWLRQV o
$GGLWLRQV UHODWHG WR ULJKW RI XVH OHDVH DVVHWYV o

1HW FKDQJH LQ GHIHUUHG FKDUJHV DQG GHSRVLWY UHODWHG WR SXUFKDVHV RI SURSHUW\ S
HTXLSPHQW

1HW FKDQJH LQ DFFRXQWYV SD\DEOH DQG DFFUXHG OLDELOLWLHVY UHODWHG WR SXUFKDVHV RI
HTXLSPHQW

3XUFKDVH RI SURSHUW\ SODQW DQG HTXLSPHQW

17$1%,%/( $66(76

121
/,&(16( &20387(5 &203(7( &86720(5
$*5((0(176  %5%$1'6  62)7:$5( $*5((0(17 5(/$7,216+,3 727$/
&RVW
%DODQHSEWHPEHU o}
$GGLWLRQV o] o] o) )
%DODQHEWHPEHU ¢)

$FTXLVLWLRQV WKURXJK EXVLQHVV
FRPELQDWLRQV 1RWH o) o)

$GGLWLRQV o) o] o) )
%DODQHSEWHPEHU

$FFXPXODWHG DPRUWL]DWLRQ
DQG LPSDLUPHQW

%DODQHEWHPEHU ¢)
$PRUWL]DWLRQ o) )
%DODQAHSEWHPEHU o]

$PRUWL]DWLRQ
%DODQREWHPEHU

&DUU\LQJ DPRXQW
6HSWHPEHU o) )
6HSWHPEHU

*22':. 11/

L *RRGZLOO

'XULQJ WKH \HOHUSWGRIBHBU WKH &RPSDQ\ DFTRLWHK®G LVVXHG DQG RXWVWDQGLQJ V
&3/ $vV D UHVXOW Rl WKHVH DFTXLVLWLRQV WKH FRXIDVKHUHEBRWIOLIBE URRBUZGQQJR
Rl WKH DVVHWV DFTXLUHG DQG OLDELOLWLHY DVVXPHG LQ FRQQHFWLRQ ZLWK WKHYV

7KH &RPSDQ\ SHUIRUPHG LWV DQQXDO JRRGZLOO LPSDLUPHQW WHVW DV DW 6HSWHI
RlI &*8V WR ZKLFK JRRGZLOO LV DOORFDWHG ZDV GHWHUPLQHG EDVHG RQ D YDOXH L
IURP ILQDQFLDO EXGJHWV DSSURYHG E\ VHRXBHD SPHWIIRIG P QWD FIRFHQWQFRM FO XG
UHFRYHUDEOH DPRXQW H[FHHGHG WKH FDUU\LQDVYDWXIHEWBPEHBR[LPDWHO$FFRUG
LPSDLUPHQW RI JRRGZLOO ZDV UHFRJQL]JHG GXULQJ WKH \HDU

7KH VLIQLILFDQW DVVXPSWLRQV DSSOLHG LQ WKH GHWHUPLQDWLRQ RI WKH UHFRYH
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D )RUHFDVWHG FDVK IORZV (VWLPDWHG FDVK IORZV ZHUH SURMHFWHG EDVHG R
IRU WKH IXWXUH )RUHFDVWHG FDVK IORZV DUH EDVHG RQ WKH &RPSDQ\ V H
$OWKRXIK PDQDIHPHQW H[SHFWV WKH &RPSDQ\xV PDUNHW VKDUH MR WXBWKF
IRUHFDVWHG FDVK IORZV ZRXOG UHVXOW LQ WKH FDUU\LQJ DPRXQW RI WKH JU

E 3RVW WD[ GLVFRXQW UDWH 7KH SRVW WD[ GLVFRXQW UDWKLPBESADI\H G HWRHIRW I
WKH JURXS RI &*8V ZHLJKWHG DYHUDJH FRVW RI FDSLWDO $&& $Q LQFUHLEL
L H LQFUHDVH ZRXOG UHVXOW LQ FDUU\LQJ DPRXQW RI WKH JURXS RI &*8V

F 7HUPLQDO JURZWK UDWH 7KH IRUHFDORY\$OGSHIMKR GOREZM HHNRIQG RMOMDINREZGY KV L Q
UDWH EDVHG RQ SURMHFWHG FRQVXPHU SULFH LQIODWIOR® KHQ &/ HQRELDQ/DAMU Y UK.
ZRXOG UHVXOW LQ WKH FDUU\LQJ DPRXQW RI WKH JURXS RI &*8V H[FHHGLQJ LV

LL &*8 ,PSDLUPHQW

,Q DGGLWLRQ WR SHUIRUPLQJ LWV DQQXDO JRRGZLOO LPSDLUPHQW WHVW WKH &
ZKHWKHU WKHUH DUH DQ\ LQGLFDWRUV RI LPSDLUPHQW IRU DQ\ &*8 7KLV DVVHVVE
LQFOXGLQJ RYHUDOO ILQDQFLDO SHUIRUPDQFH PDUNHW FRQGLWLRQV FKDQJHYV
GHYHORSPHQWY WKDW FRXOG LQGLFDWHSI I$REWHQ WR D Q DLUIMHFIHQMW HXLW8 GRW WGHQWL
RU FKDQJHV LQ FLUFXPVWDQFHY WKDW ZRXOG LQGLFDWH WKDW DQ\ &*8 ZDV LPSDLU

A27+(5 ),1$1&,%/ $66(76
7KH IROORZLQJ WDEOH RXWOLQHYV FKDQJHWURYRWHKM D Q@D Q@ODODE MW\ VO ¥YRRMHW K
RI HDFK LQYHVWPHQW

(17,7< $66(7 7<3( %$/$1L&( )81 (" )$,5 9%$/8( %$/B1L&(
6(37(0%(5 '85,1% 7+( &+$1*(6 6(37(0% (5
<($5
HHNHQG +ROGLQJV &RUKBIHUUHG VKDUHYV (o]
T+ &
3K\ORV %LRVFLBRWFIRMWHFXUHG FRQYHUWLEOH o
ORDQ

BWHDG\ 6WDWH //& G & RYHIMQEOH ORDQ
%RRN ([WUDFWV  2%;

6DQLW\ *URXS *PE+ BRQYWYWLEOH ORDQ o)
*URXS
6DQLW\ *URXS &RPPRQ VKDUHYV 0]

L :HHNHQG +ROGLQJV &RUS
2Q ODUFK WKH &RPSDQ\ HQWHUHG LQWR D SURGHKEQWSQWFREFKQRDWRKHHA K
*UHHQWDQMWHDGLQJ YDSRUL]DWLRQ WHFKQRORJ\ FRPSDQ\ DQG D VXEVFULSWLRQ [
:+& 7KH SURGXFW SXUFKDVH DJUHHPHQW JUDQWY WKH &RPSDQ\ DQ H[FOXVLYLW)\ St
YDSH FDUWULGJHYV DQG RWKHU IRUPDWV IRU FDQQDELY LQFOXGLQJ WKH GHYHO
SHULRG RI H[FOXFRQMWMOLO/RZLQJ LWV FRPPHUFLDOL]DWLRQ 8QGHU WKH WHUPV F
&RPSDQ\ VXEVFULEHG IRU SUHIHUUHG VKDUHV Rl :+& IRU DQPR ORI WOF@XBYBUL S
WUDQVDFWLRQ HRMWHMWVHQWLQJ DQ DSGWRLIPDWHQ :+&

$W LQLWLDO UHFRJQLWLRE LWKHODYYHMWMBHRW L@ HTXLW\ LQYHVWPHQW DQG WKH
PHDVXUH WKLV LQYHVWPHQW DW IDLU YDOXH WK URKIWHPEKHU MRES UBKH Y WIPYHD WQR
IDLU YDOXH BHSWHPEHU O 'XULQJIHDKIQ GBHHGSWHPEHU WKH &RPSDQ\ UHFRJQL]H
LQFUHDVH LQ IDLUGHBMWHPRHU O LQ WKGOVROLODDWHEP HQWYV RI AFRPEDWKRQV LYBIC
ORVVYWKLQ RWKHU FRPSUHKHQVLYH LQFRPH

LL3IK\ORV %LRVFLHQFH ,QF

2Q 0D\ WKH &RPSDQ\ HQWHUHG LQWR D VHFXUHG FRQYHUWLEOH ORDQ D.
$IJUHHPHQW ZLW Kk BEQDELY JHQHWLFVY FRPSDQ\ DQG SURYLGHU RI SURGXFWLRQ UF
8QGHU WKH WHUPV RI WKLV DJUHHPHQW WKHP&RRARQKZYVRIOUBQ@ YD EKHVXS WK BW XU
VHFXUHG FRQYHUWLEOH ORDQ 7KH &RPSDQ\ DPYDQER® RK\EPARVLQIL GDWLIDRI8WKH |
WKH VHFXUHG FRQYHUWLEOH ORDQ 7KH VHFXUHG FRQYHUWLEOH ORDQ DFFUXHV S
5DWH ZLWK DQ RYHUDOWXEMSRN WR FHUWDLQ FRQGLWLRQV 7KH PDWXULW\ GDWH
RQ WKH ILIWK DQQLYHUVDU\ RI W K HRLQMHVD HDW HFO/MR\RIQQVI 0EVID WWHK Y XERVWPISPW \WRG LV FUHW
FRQGLWLRQV VWLSXODWHG LQ WKH 6HFXUHG &RQYHUWLEOH /RDQ $JUHHPHQW
RXWVWDQGLQJ LV FRQYHUWLEOH LQWR FRPPRQ VKDUH HTXLW\ Rl 3K\ORV XQGHU FH

,Q 1RYHPEHU DQG 0D\ 3K\ORV PHW WKH ILUVW DQG VHFRQG PLOHVWRQHV |
/IRDQ $JUHHPHQW DQG WKH &RPSDQ\ IXQGHG WKH O/GIFR@ GDWYGDRIFKWLRIO 8WKLUG W
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86 PLOOLRQ 7KH LQLWLDO UHFRJQLWLRQ RI WKHVH WUDQFKHYV ZDV DGMXVWHG D
ZDV DOUHDG\ UHFRJQL]J]HG DV SDUW RI WKH RYHUDOO WUDQVDFWLRQ DW WKH WLPF
FRQYHUWLEOH ORDQ ISIHIHIRWRXURWKH U LQIRUPDWLRQ

$V DBWSWHPEHU WKHMFYUHG FRQYHKIWG HOMWRWDQ IDLU YSHEXWHHREHU O
'XULQI\WEBHMQGHESWHPEHU WKH &RPSDQ\ UHFRJQL]J]HG DQ LQFUH®HVSWIHP EBIIUU YD O XH
¢} LQ AWRKGOIVROMMDMDMWHEP HQWY RI REREDWKRQVLYQRG RVYV

LLEWHDG\ 6WDWH //& G E D 2SHQ %RRN ([WUDFWYV
,Q ODUFK WKH &RPSDQ\ PDGH LWV ILUVW LQYHVWPHQW |DRKEQMHV YWKIERELV®BDUL BR R O
LQ 2%; LQ WKH IRUP RI D FRQYHUWLEOH SURPLVVRU\ QRWH 8 6 EDVHG 2%;
SURGXFWLRQ DQG VHUYHVY DV D RQH VWRS IRUPXODWLRQ DQG ILQLVKHG JRRGV PDC(
FRQYHUWLEOH SURPLVVRU\ QRWH DFFUXHV VLPSOH LQWH WH\S8 HDGNWARK B PD[Q R XPl RO .
$00 DFFUXHG LQWHUHVW LV GXH DQG SD\DEOH LQ IXO0O XSRQ PDWXULW\ FRQYHUV
8QOHVYV FRQYHUWHG HDUOLHU WKH SULQFLSDO DPRXQW DQG DOO DFFUXHG LQWHL
PDWXULW\ RI WKH FRQYHUWLEOH SURPLVVRU\ QRWH WKH SULQFLSDO DPRXQW DQ
&RPSDQ\xV RSWLRQ LQWR VKDUHV RI W% D WKBFHRRED RRAUIWFVZBNM HEFRIQLIHG@DYV DQ |
WKRHRQVRO MMNDDWHEP HQWYV RI REREDWKRQVLYGRG RVYV

,Q 6HSWHPEHU WKH FRPSDQ\ DGYDQFHG DQ DGGLWPEPRQODDRQRRY 2 %7 H K LM WHU P
1RWH DFFUXHV VLPSOH LQWHUHVW DW WKH DQ®RPS XWHGH RED \BELHIK WHBIQ EBWIRH QWK
SULQFLSDO DPRXQW DQG DOO DFFUXHG LQWHUHVW ZLOO EH GXH DQG SD\DEOH RQ 6

$V BWSWHPEHU WKHRQYHUWLEOH S KPR WY RRWORWIBD LU ¢HDSWHPEHU O
"XULQJI\WBMQGHESWHPEHU WKH &RPSDQ\ UHFRJQL]JHG DQ LQF UGHDSAMHRE HRLUWYDOXH
LQ WHKGIVROMMMNWHEGPHQWY RI REREDWKRQVLYQG RVYV

LYBDQLW\ *URXS *PE+
,Q -XQH WKH &RPSDQ\ HQWHUHG LQWR DQ DUUDQJHPHQW ZLWK 6DQLW\ *URXS |
$V SHU WKH DUUDQJHPHQW WKH &RPSDQ\ DJUHHG WR DFTXLUH D PLQRULW\ VWDNH
H[LVWLQJ 6DQLW\ *URXS IRXQGHUV PRGODRIBUW RRDGHIFYFHWR GDQLW\ *URXS E\ ZD\ |
XQVHFXUHG FRQYHUWLEOH QRWH &RQYHUWLE O H PILRO/OH RIRWOR RMRWDO LQLWLDO LQ

2Q -XQH WKH &RPSDQ\ DGYDQFHG D ILUVW WUDQPKE CRIRW K HZ& RUKY Bl @ VRISEADLHR @
DGYDQFH D INDPUWRKMRQYKH IXWXUH VXEMHFW WR WKH VDWLVIDFWLRQ RI FHUWDLQ FR(
LQWHUHVWHU DQQXP DQG KDV D PIREWKWRPUWIKRH FORVLQJ GDWH RI ILUVW WUDQFKH F
PDWXULW\ GDWH 2Q WKH PDWXULW\ GDWH XQOHVV FRQYHUWHG HDUOLHU GXH WR
UHSD\ WKH SULQFLSDO DPRXQW DQG DOO DFFUXHG LQWHUHVW LL H[WHQG WKH PD
PRVW VHQLRU FOBVVBRISWKIPEHW WKH &RQY H UKDIE OHWIRRWIHO IDLU BB OWHIREH U

o) 'XULQJIHDWIH GEIBSWHPEHU WKH &RPSDQ\ UHFRJQL]JHG DQ LQFUHDVH LQ
BHSWHPEHU O LQ WRK®IVROLMDDWVHEP HQWY RI RERSDWKRQVLYB®GRVYV

2Q -XO\ WKH &RPSDQ\ FRPSOHWHNGWNY KK \®KUMMIHIRQY $V BWSWHPEHU

WKH &RPSDQ\ UHYDOXHG LWV QLWL MIRGEEGWRILQRDPWICQ EQLHODMH. U YDOXKSWRHPEHU

¢} LQ WK®VROLMMMWHEGPHQWY RI RERSEDWKRQVIKEGORRYDQ\ LWEBERQVBEWLRIQ FRVWYV
6HSWHPEHU O DQG WKLV ZDV UHFRJQL]JHG DARMQRB[LSMPWHEPHQWY RI RSHUDW
FRPSUHKHQVLYH ORVYV

7KH &RPSDQ\ PDGH WKH DIRUHPHQWLRQHG LQYHX®IPMQQWERRO6DQLW\ *URXS IURP WK
"(5,9$7,9( /,$%,/,7,(6

7KH IROORZLQJ WDEOH RXWOLQHV FKDQJHYV LQ GHULYDWLYH OLDELOLWLHV ZKLFK D
VWDWHPHQWYV RI FFRHPODWKRQV DGO RV V

6(37(0% (5 6(37(0% (5
&855(17 /21* 7(50 &855(17 [21*% 7(50

7RS XS 5LIKWV (o} (o}
6HFXUHG &RQYHUWLEOH /RDQ $JUHHPHQW o (o)
1RQ YRWLQJ &0ODVV $ SUHIHUUHG VKDUHYV (o) ()
:DUUDQWYV o 0o

L :DUUDQWYV
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8QLW RIIHULQJ
2Q $SULO WKH &RPSDQ\ FORVHG WKH XQLW RIIHULQJ WKH PLEOLRI &RPSDQRVR GG
XQLWV HDFK D 8QLW BWUDSQUW HZRLFK LQF®XIGME VROG SXUVXDQW WR WKH
RI WKH XQGHUZULWHUVXx RYHU DOORWPHQRWQ RS MWRRQ 6 KDFAKHSMQ & RYH RPOY IRMHREQR | Z [
‘:DUUDQW  (DFK :DUUDQW LV H[HUFLVDEOH WR DFTXLUH RQH &RPPRQR&NBDUYYV HDF K
IROORZLQJ WKH FORVLQJ GDWH RI WKH 21IHBHQJ: DWJI D QWH [fKWDALW HVXEMHF\W I WR DG
HYHQWAH KROGHUV RI WKH :DUUDQWV LVVXHG SXUVXDQW WR WKH 21IHULQJ PD\ HO
UHJLVWUDWLRQ VWDWHPHQW XQGHU WKH 8QLWHG 6WDWHV 6HFXULWLHV $FW RI
DYDLODEOH IRU WKH RIIHU DQG VDOH RI WKH &RPPRQ 6KDUHV WR WKH :DUUDQW K
FDVKOHVV H[HUFLVH RSWLRQ WR UHFHLYH :DUUDQW 6KDUHV HTXDO WR WKH IDLU Y
H[HUFLVH 7KH IDLU YDOXH LV GHWHUPLQHG E\ PXOWLSO\LQJ WKH QXPEHU RI :DUUD
SULFH OHVV WKH H[HUFLVH SULFH ZLWK WKH GLIIHUHQFH EHLQJ GLYLGHG E\ WKH
H[HUFLVHV WKLV RSWLRQ WKHUH ZLOO EH YDULDELOLW\ LQ WKH QXPEHU RI VKDUHYV

,Q DFFRUGDQFH JILQMXQRIBDO ,QVWUXPHQIV¥RQUWHNMHUWWW LIRMYXH D YDULDEOH QXPEH!
WKH GHILQLWLRQ RI HTXLW\ DQG PXVW LQVWHDG EH FODVVLILHG DV D GHULYDWLY}
YDOXH UHFRJQL]HG LQ WKH VWDWHPHQW RI RSHUDWLRQV DQG FRPSUHKHQVLYH OF
OLDELOLWLHV DUH H[SHFWHG WR XOWLPDWHO\ EH FRQYHUWHG LQWR WKH &RPSD
H[HUFLVHG RU ZLOO EH H[WLQJXLVKHG RQ WKH H[SLU\ RI WKH RXWVWDQGLQJ :DUUD
&RPSDQ\

$W LQLWLDO UHFRJIJQLWLRQ RQ $SULO WKH &RPSED\VUHIBFRQ GMHGH GFHVIN YDA M E [
WKH :DUUDQWY DW WKDW GDWH XVLQJ WKH %ODFN 6FKROHV R SZHIRD WHHRFLQU] HPR &
FRVWY DOORFDWHG WR GHULYDWLYH OLDELOLWLHY EDVHG RQ D SUR UDWD DOORFD
WKH :DUUDQWY DQG WKH &RPPRQ 6KDUHV LVVXHG DV SDUW RI WKH 2IIHULQJ

$V DBWMSWHPEHU WKH &RPSDQ\ UHYDOXHG WKH UHPDLQLQJ GHULYDWLYH OLDELOL
6HSWHPEHU 7KH &RPSDQ\ UHFRUGHG D GHFUHDVH LQ WKH HVWLPDWHG ID
OLDELOLWLHYV IR B HSKHH PHEHW HRIGHG 6HSWHPEHU

7KH IROORZLQJ LQSXWV ZHUH XVHG WR HVWLBBWW HWPKEH UD DO TsOWHPEHWKH :DUUDQV

6(37(0% (5 6(37(0%(5

5LVN IUHH LQWHUHVW UDWH

/LIH Rl :DUUDQWYV \HDUV

ODUNHW SULFH RI &RPPRQ 6KDUHYV

([SHFWHG IXWXUH YRODWLOLW\ RI &RPPRQ 6KDUHV
)DLU YDOXH SHU :DUUDQW

8QLW RIIHULQJ
1RZDUUDQWY ZHUH H[HUFLVHG 6NSW®P BKH \GHDSUWHEBHG 1L@DUULC7KH ZDUUDQWYV
H[SLUHG RQ 1RYHPEHU 6HSWHREBY WKHUFQ ZDUUDQWYV RXWVWDQGLQJ

LL 7RS XS 5LIJKWYV
2Q ODUFK WKURXJK WKH VWUDWHJILF LQYHVWPHQW IURP %7 '( ,QYHVWPHQW!
&RPSDQ\ LVVXHG &RPPRQ 6KDUHV UHVXOWLQJ LQ %$7 V EHQHILFLDO RZQHUVKLS

3XUVXDQW WR WKH ,QYHVWRU 5LJKWV $JUHHPHQW GDWHG ODUFK DV DPHQ
$PHQGHG ,5$ EHWZHHQ WKH &RPSDQ\ DQG %$7 WKH &RPSDQ\ JUDQWHG %$7 FHU\
SDUWLFLSDWH LQ GLVWULEXWLRQV RI &RPPRQ 6KDUHV WR PDLQWDLQ LWV SURSRU
RWKHU ULJKWV 7RS XS 5LJKWV WR VXEVFULEH IRU DGGLWLRQDO &RPPRQ 6KDUH\
ULJKWV DUH QRW DSSOLFDEOH UHIHUUHG WR LQ WKH $PHQGHG ,5$ DV KHUHLQDI\
FLUEFXPVWDQFHV ZKHUH SUH HPSWLYH ULJKWV ZHUH QRW H[HUFLVHG UHIHUUHG WR

7KH SULFH SHU &RPPRQ 6KDUH WR EH SDLG E\ %$7 SXUVXDQW WR WKH H[HUFLVH RI |
SDUWLFLSDQWY LQ WKH ([HPSW 'LVWULEXWLRQ RU ERXJKW GHDO 'LVWULEXWLRQ V)
SHUPLWWHG SXUVXDQW WR DSSOLFDEOH VHFXULWLHY ODZV DW WKH ORZHVW SULFF

7KH &RPSDQ\ KDV FODVVLILHG WKH 7RS XS 5LJKWV DV D GHULYDWLYH OLDELOLW\ D¢
VKDUH XQLWYV SHUIRUPDQFH VKDUH XQLWY DQG ZDUUDQWYVY WKDW ZHUH RXWVWDQG
WKH ,5$¢ WKH &RPSDQ\ UHFRUGHG D GHDVYMDWRQY W RHDHEVLWLRDVRHG IDLU YDOXH RI W
GDWH XVLQJ D ORQWH &DUOR SULFLQJ PRGHO
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,Q FRQQHFWLRQ ZLWK WKH FORVLQJ RI WKH ILUVW WUDQFKH RI WWHKH RORPEBD QQ DRI
%$7 HOQWHUHG LQWR WKH $PHQGHG ,5% WKW HKWDWVRWXS HIKWAHG G UM K P HHDVD IG8.BH) VAR 0 D
IRWHIRU IXUWKHU LQIRUPDWLRQ

$V BWSWHPEHU WKH &RPSDQ\ UHYDOXHG WKH 7RS XS 5LIJKWV,R$ WR7 IBX HWX\DLP\I WWHR
YDORH 6HSWHPEHU O 7KH &RPSDQ\ UHFRUGHG DQ LQFUHDVH LQ WKH HVWLF
S5LIKWV IR MMXGHFHHESWHPEHU R 6HSWHPEHU

7KH IROORZLQJ LQSXWV ZHUH XVHG WR HVWLPDWH 6MISNV HFPIEWH Y D MXBHRBIWHMIRE HBR S X S

672&. 237,216 :$55$176 368V 568V 723 83 237,2
$YHUDJH H[HUFLVH SULFH 0o 0o
5LVN IUHH LQWHUHVW UDWH

([SHFWHG IXWXUH YRODWLOLW\ RI &RPPRQ
6KDUHV

(ISHFWHG OLIH
JRUIHLWXUH UDWH o o)

672&. 237,216 :$55$176 723 83 237,2

$YHUDJH H[HUFLVH SULFH
5LVN ITUHH LQWHUHVW UDWH

([SHFWHG IXWXUH YRODWLOLW\ RI &RPPRQ
6KDUHV

([SHFWHG OLIH
JRUIHLWXUH UDWH o) o)

([HUFLVH SULFH DQG H[SHFWHG OLIH IRU VWRFN RSWLRQV ZHUH GHWHUPLQWG XVLQJ WKH UDQJH RI H[HUFL

LLLBHFXUHG &RQYHUWLEOH /RDQ $JUHHPHQW

2Q 0D\ WKH &RPSDQ\ HQWHUHG LQWR WKH 6HFXUHG &RQYHUWLEOH /RDQ $JU
DJUHHPHQW XSRQ WKH FRPSOHWLRQ Rl FHUWDLQ PLOHVWRQHYV WPK D GRRANEDR)\ KDV
WUDQFKHV ZLOMK PR QWKRP WKH LQLWLDO FORVLQJ GDWH 7KLV FRPPLWPHQW PHHW\
YDOXH Rl VXFK GHULYDWLYH ZDV FRQVLGHUHG DV SDUW Rl WKH RYHUDOO WUDQ\
FRQYHUWLEOH ORDQ DQG LQWDQJLEOH DVVHWV $W LQLWLDO UHFRJEDWHRBQR QVWI H&
HVWLPDWHG IDLU YDOXH RI WKH VHFXUHG FRQYHUWLEOH ORDQ

,Q 1RYHPEHUWKH &RPSDQ\ IXQGHG WKH VHFRQBL OODIXE OH GRHIUB¥ DWLYH OAMELOLW\

GHUHFRJQL]JHG 7KHUHDIWHU LQ -XO\ W R H OSCREFREIIWGK\H D\® K RUIK QVGHDA® BEH DQG D GF
ZDV GHUHFBYQBMBNVHPEHU WKH &RPSDQ\ UHYDOXHG WKH FRPPLWPHQW WR IXQ

DQ HVWLPDWHG IDI6W YWBRXEHRI O DQG UHFRUGHG D FKRDOXH LEHSWHPEHU

o) IRU WD QGEHBSWHPEHU 7KH Q@HAWILWH OLDELOLWNKH AXQFOKGWM GG HQLYDWLYH O

FRQVROLGDWHG VWDWHPHQWYV RI ILQDQFLDO SRVLWLRQ

LY 1RQ YRWLQJ &ODVV $ FRQYHUWLEOH SUHIHUUHG VKDUHYV
,Q UHODWLRQ WR WKH )ROORZ RQ %$7 ,QYHVWPHQW WKH &RPSDQ\ LV UHTXLUHG WR
BUHIHUUHG 6KDUHV  7KH 3UHIHUUHG 6KDUHV WR EH LVVXHG DV SDUW RI IXWXUH
GHOLYHU D YDULDEOH QXPEHU RI LWV RZQ &RPPRQ 6KDUHV DQG KHQFH PHHW WKH
ILQDQFLDO LQVWUXP WD QFLBBU, QBN UXP H QMKW SRPIYBIQWHHMMXQHG WKH GHULYDWL
LQLWLDO UHFRJQLWLRQ 7KH GHULYDWLYH ILQDQFLDO LQVWUXPHQW LV FODVVLILHG
RQ ZKHWKHU WKH IDLU YDOXH RI WKH &RPSDQ\ V 3UHIHUUMBE®KDUSW LIRQ DERLYH R
UHFRJQLWLRQ WKH GHULYDWLYH ILQDQFLDO LQVWUXPHQW ZDV UHFRJQL]HG DV D
5HIHU WR IRQ\GH LLL IRU IXUWKHU LQIRUPDWLRQ UHJDUGLQJ WKH )ROORZ RQ %$7 ,QY

,Q $XIXVW WKH &RPSDQ\ FORVHG WKH VHFRQG WUDQFKH RI WKH )ROHIRZ RHG %
6KDUHV 7KH IDLU YDOXH Rl WKH GHULYDWLYH OLDELOLW\ WKDW ZDN GHUHFRJQI
6XEVHTXHRWERUXDU\ WKH &RPSDQ\ FORVHG WKH WKLUG DQ&UHIGIDNO HGU BIQE W H VD

WKH WLPH RI FORVLQJ RI WKH ILQDO WUDQFKH WKH &RPSDQ\ GHUHFRJQL]JHG WKH Gl
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$V BBWMSWHPEHU WKH IDLU YEBEODUH ROWLEHOEZOWHPEHU O 'XULQIHDWHQ GHG
6HSWHPEHU WKH &RPSDQ\ UHFRJQL]HG D IDL s HIVMDKME BILQORORVY RI LQ WKH
FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQVY DQG FRPSUHKHQVLYH ORVV

35()(55(' 6+%$5(6

2Q $XIXVW LQ UHODWLRQ WR WKH )ROORZ RQ %$7 ,Q YHNWIRUH QMG WHMHU &R PRSI
&RPSDQ@KH 3UHIHUUHG 6KDUHV DUH HOLJLEOH IRU FRQYHUVLRQ LQWR &RPPRQ 6K
FRQYHUVLRQ ZRXOG QRW UHVXOW LQ %$7xV YRWLQJ (IDFW HIUHM WUIUGH GV 1§ K D&JRIP § B CH FH
HTXLYDOHQW WR D &RPPRQ 6KDUH DQG LV FRQYHUWLEOH LQWR &RPPRQ 6KDUHV ZL
LQLWLDO FRQYRQWRRQRQBWDR GWKLY UDWLR LQFHUDBBQXPW PREBBRXQBIHG DQQXDO
WLPH DV WKH 3UHIHUUHG 6KDUHV DUH FRQYHUWHG LQWR &RPPRQ 6KDUHV RU WKH
LQFOXVLYH Rl ERWK WKH &RPPRQ 6KDUHV DQG 3UHIHUUHG 6KDUHV DV ZKHRQYH!
3UHIHUUHG 6KDUHV DUH QRW HQWLWOHG WR YRWH XQWLO WKH\ DUH FRQYHUWHG L
3UHIHUUHG 6KDUHV WR WKH H[WHQW WKDW LWV KROGI5¢{JHRI WRH BWWPARQ BIGIBUMAL
LQIRUPDWLRQ RQ WKH )ROORZ RQ %$7 ,QYHVWPHQW

$V WKH QXPEHU RI &RPPRQ 6KDUHV WR EH LVVXHG XSRQ FRQYHUVLRQ LV QRW IL[HC
OLDELOLWLHVY XQGHU ,)56 DQG DUH PHDVXUHG DW )973/ $OWKRXJK WKH FRQYHUVL
ZRXOG TXDOLI\ IRU ELIXUFDWLRQ WKH &RPSDQ\ KDV HOHFWHG WR PHDVXUH WKH HQ

2Q LQLWLDO UHFRJQLWLRQ WKHWHD BXHHIBDDWGCDBIKXBHY $2H WHKH WLPH RI FORVLQJ |
WUDQFKH )ROORZ RQ %%$7 ,QYHVWPHQW WKAREWFSRIQD Q® FXID\H & HFRD Q¥ IHFS\VDIRGE)
H[SHQVHYV DQGIBHSWKHWWORVLQJ RI VHFRQG WUDQFKADV2RWORFWRWO ONRI 3UHIHUUH!
ZDV UHFRJQL]HG DWW Q Q¥R BHRYVIMNDDWHEP HOQWY RI REFRSDWKRQVEMGKSO RVR 1RWH IRU
IXUWKHU GHWDLOV

,Q JHEUXDU\ WKH &RPSDQ\ FORVHG WKH WKLUG DQG |LQDDQW® UNVYKKIKK DIQWKGEG)R
BUHIHUUHG 6KDUHV RI WKH &RPSDQ\ 2Q LQLWLDO UHFRIJQLWLRQ WKHVH 3UF
7KH &RPSDQ\ KDG SUHYLRXVO\FRYMXW BH ® W WDKQHY WHRWHRKI WKH ILUVW WUDQFI

ZDV UHFRJIQIUMHG MNG H[SHQVHV WHEGED HERWIRWW KLY ILQDO WUDAIRK D ODIRWBWWH ® F

BUHIHUUHG 6KDUHV DQG UHFRUQ WR® \DR/ODMNBNVSHERNQ@WY RI RERSBDWKRQVLNBGRVYV

$V BWSWHPEHU WKH 3UHIHU K& &K BNWLPDWHG |DLBHSIWHAERU )J)RU
WKHDUHQGEMBSWHPEHU WKH &RPSDQ\ UHFRJQL]JHWRD IDLUGNSWMNKREGRV JDLQ RI
LQ WHKGVROMMMNWHEGPHQWY RI REREDWKRQVLYQG RVYV

6+$5( &$3,7%/
L $XWKRUL]JHG VKDUH FDSLWDO
7KH DXWKRUL]J]HG VKDUH FDSLWDO RI WKH &RPSDQ\ LV DQ XQOLPLWHG QXPEHU RI &
QXPEHU RI SUHIHUUHG VKDUHYV ZLWKRXW SDU YDOXH

LL ,VVXHG VKDUH FDSLWDO
$V DBWSWHPEHU WKH &RPSDQ\xV LVVXHG DQG RXWVWDQGLQJ VKDAHSEWHBHESEWDO FR(
0 &RPPRQ 6KDUHV ZLWK D FDUU\IEGBEWBIOEH R

LLL,VVXDQFHV RI VKDUH FDSLWDO
7KH ORWLI /DEV /WG DFTXLVLWLRQ
2Q 'HFHPEHU WKH &RPSDQ\ LWVWRPHPRQ 6KDUHV LQ FRQQHFWLRQ ZLWK LWV D
GHVFULEHG LQ 1RWH IDLU YDOXH RI WKH &RPPRQ 6KDUHV R WWKH IGIDUWHH KK DWN XIVQFP
FRVWV LQFXUUNG QBPIWHG WR OLVWLQJ IHHVY DQG ZHUH DOORFDWHG WR WKH &RPPRQ

JROORZ RQ %$7 ,QYHVWPHQW

,Q 1IRYHPEHU WKH &RPSDQ\ HQWHUHG LQWR D VXEVFULSWLRQ DJUHHPHQW WKH
PLOORP@RZ RQ LQYHVWPHQW WKH )ROORZ RQ %%$7 ,QYHVWPHQW ZKHUHE\ %$7 DF
L, QYHVWPHQWYV ,QF DJUHHG WR VXEVFUKBEUHWRW\L I/ BWDEHBRY K D U HWKKIHRDODIKF K H V
VXEMHFW WR WKH UHFHLSW Rl VKDUHKROGHU DSSURYDO FHUWDLQ UHJXODWRU\ DS

,Q -DQXDU\ WKH &RPSDQ\ REWDLQHG VKDUHKROGHU DQG RW KW K UWHIX@EWHR UR 1D
WKH )ROORZ RQ %$7 ,QYHVWPHQW 3XUVXDQW WR WKH ILUVE&&R RPRIO BKIB UH/R RIL QW F
&RPSDQ\ DW D SULFSHRI VKDUH IRU JURVV SURRMNGEGGEHRULQJ DW WKH WLPH RI FORVL
ZDV HVWLPDWHG WKDW WKH &RPSDQ\ ZLOO EH LVVXLQJ WKH 3UHIHUUHG 6KDUHV
REOLJDWLRQ IRU WKH &RPSDQ\ WR GHOLYHU D YDULDEOH QXPEHU RI LWV RZQ &R
LOQVWUXPHQW FODVVLILHG DV D GHULYDWLYHQDQPQBOD @ VW VWRK@K¥E W 3N NVHHQW 5 8/
WKH YDOXH RI VXFK GHULYDWLYH WR EH UHFRJQL]JHG DV SDUW RI FORVLQJ RI WKH
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&RPPRQ 6KDUHV LVVXHG LQ WKH ILUVW WUDQFKH RQ LQLWLDO UHFRUMPFPMILR @ & DV RMPH
%%$7 IRU WKH ILUVW WUDQFKH PLQXWVQWUWRIQN DB WML RFQ GRN WY R KoHH IGIHJU WYRD INRLWY HI RRU
IXUWKHU GHWDLOV

$W WKH WLPH RI FORVLQJ RI WKH ILUVW WUDQFKH RWWN &RRD QYK HQRUWPURIG ONLR W D¢
UHJXODWRU\ IHHVY DQG OHJDO DQG SURIHVVLRDO OD0BBRFDRXM R IWWR KWK HV & RFFDRCR ® RO
LVVXHG RQ FORVLQJ RI WKHRIQORY RQUBHPFKB YRHIIVWRHQW 21 WKH UH PDIORKDIWHRGY W
GHULYDWLYH OLDELOLW\ DQG UG ARIRRL|RIGLD/DMNWSHH MOV R FRHPBLDWKRQV IXPEO RV V

ZDV UHFRJQL]JHG DV SUHSDLG H[SHQVHV DQG GHSRVLWY UHODWHG WR D IXWXUt
WUDQFKHYV

2Q $XJIXVW WKH &RPSDQ\ FORKBMBHWRHAKWHHWFRQG RVWRPFPRQ 6KDUHV DQG
B3UHIHUUHG 6KDUHV RI WKH &RPSD@GHDW BDYBILFRIURIURVY SURKRHHGVWRIDO UHFRJQLV
&RPSDQ\ UHFRJQL]HG WKH WRWDO FRQVLGHUDWLRQ IRU WKH VHFRQG WUDQFKH ZK

DQG GHUHFRJQL]JHG WKH GHULYDWLY HR UL OMIX®F VIHEG RQLD BALOD R KRl 7KH FDUU\L
&RPPRQ 6KDUHV LVVXHG LQ WKH VHFRQG WUDQFKH ZDV PHDVXUHG DV WKH UHVLGXLCL
DQG WKH IDLU YDOXH RI WKH 3UHIRQUDGGLBWROH WRID QV DIFW URQ IFRVRVWY WWR WKH LVV,
&RPPRQ 6KDUHV ZHUH GHGXFWHG IURP WKH FDUU\LQJ DPRXQW RI WKH &RPPRQ 6
WUDQVDFWLRQ FRMWN BROORFDWHG WR 3UHIHUUHG 6KDUHV DQGQZMRRHQ VRIGRGQMWHC
VWDWHPHQWYV RI FRHPBDW KR QV IDMHEORWWR 1IIRWHRU IXUWKHU GHWDLOV

,Q JHEUXDU\ WKH &RPSDQ\ FORVHG WKH WKLUG DQG ILQDOQWGUDQFXHGRI WKH )
&RPPRQ 6KDUHV DQG3UHIHUUHG 6KDUHV RDWKH SSLRAFF$SIDRAHU VKDUH IRU JURVV SURI

2Q LQLWLDO UHFRJQLWLRQ WKH &RPSDQ\ UHFRJQLJHG WKH WRWDO FRQVLC
UHFRJQLWLRQ RI JURVV SWUIDRFHHKFHWHRARIQLWLRQ RI WKH GHLRY DVWKH HLRYDOHW Y DRJIF |
FDUU\LQJ DPRXQW RI WKH &RPPRQ 6KDUHV LVVXHG LQ WKH ILQDO WUDQFKH ZDV PHI
WKH ILQDO WUDQFKH DQG WKH IDLU YDOXH RI WKH 3UHIBQGBHG B8KDMEBHFWQGHG®NULYD!

$W WKH WLPH RI FORVLQJ RI WKH ILUVW WUDQFKH )ROORZ RQ BBR¥WYYRNW@GEQW W

ZDV UHFRJIQIUMHG MNVG H[SHQVHV IROQGWEKHSRORWLNVQJ RI WKLV ILQDO WUDRBRBYXH 2XW
DOORFDWHG WR 3UHIHUUHG 6KDUHV DQG 2V WHRHDR RQLLEG /G PIHQ VAVSRQWRESHUD W
FRPSUHKHQV LZKH ORXYNYVY GHGXFWHG IURP WKH FDUU\LQJ DPRXQW RI WKH &RPPRQ 6KD

,Q DGGLWLRQ WR WKH DERYH WUDQVDFWLR®LBR¥YWO\ WKAODVRIPGD/MR LYFXDQHB RI &F
ZDV DOVR GHGXFWHG IURP WKH FDUU\LQJ DPRXQW RI WKH &RPPRQ 6KDUHYV

3XUVXDQW WR WKH 6XEVFULSWLRQ $JUHHPHQW RQH KDOI RI HDFK RI WKH ILUVW W
VXEVFULSWLRQ SURFHHGY DQG DOO RI WKH WKLUG WUDQFKH VXEVFULSWLRQ SURF
UHJXODU FDVK LQ RUGHU WR IXQG D VWUDWHILF LQYHVWPHQW SRRO WKH -XSLV
JHRJUDSKLF IRRWSULQW DQG FDSLWDOL]H RQ HPHUJLQJ UHWR XWHKHRHERW W X QKWL BIXE
$IJUHHPHQW RQH KDOI RI WKH ILUVW DQG VHFRQ®ZDWHDQHKHWH®R VVRPURKHHER/PRD Q\
FDVBEQG FDWODVVLILHG DV UHVWULFWHG FDVK RQ WKH FRQVROLGDWHG VWDWHPHQWYV

,Q FRQQHFWLRQ ZLWK WKH FORVLQJ RI WKH ILUVW WWBREFKH QU SXUVXDQW DNRGZ%E
%$7 LV HOLJLEOH V RI WKH %RDUG RI 'LUHFWRUV )X UWHKWHRREUWHWWIK S BPHRG HGE W!
%$7 LV HOLJLEOH WR H[HUFLVH FIRBR®Y MKW HRS V8K H5 EDKRVY. QURGDWH Rl WKH ILQDO WU
L QYHVWPHQW

8QLW RIIHULQJ

2Q $SULO WKH &RPSDQ\ FORVHG WKH 2I1IHULQJ IRUODIRERPBPION ¥R BRBQLWYV DW D
SULFH RISHU 8QLW ZKLFK LQF®XIGME VROG SXUVXDQW WR WKH H[HUFLVH LQ IX00O R
RSWLRQ (DFK 8QLW LRQFRRPERRYHKIRUH RI WKH &RPSDQRQMDPE UD@HVKXOFKRI:DUUDQ
H[HUFLVDEOH WR DFTXLUH RQH :D UIRX@W HEROW R ZIRYJ DVEHUERRBVRQJ GDWH RI WKH 2
SULFH RI SHU :DUUDQW B6KDUH VXEMHFW WR D&W GHW P HDREH G QL ® HILRRCHWX H YIHIGRW V
SURFHHGV ZDV DOORFDWHG WR GHULYDWLY HZ®L B E LUWDH SWULHHWH DIWWK WAKKHH YUDHOWLHG D@ R F
6KDUHV EHLQJ UHFRUGHG LQ VKDUH FDSLW D OZ KALKFIKUHQIE\DUWGHIVR FRVWIWYHRE RI
SDLG WR SODFHPHQW DJHQWV ZLWK WKH EDODQFH UHODWHG WR ILOLQJ OHJDO DQ
WKH WRWIRO WKH VKDUH LVVXDQFH FRVWV ZHUH DOORFDWHG WR WIRK \GROULLG/DWH G
VWDWHPHQWYV Rl FERPESD\WN KR QV IDIHEEWRNNEDOD QEBVRDOORFDWHG WR WKH &RPPRQ 6KE
VKDUH FDSLWDO

([HUFLVH RI VWRFN RSWLRQV

'XULQIJ\WBHQGHESWHPEHU 6HSWHPEHU O VKDUH RSWLRQV ZHUH H[HUFLVHG

H[HUFLVH SULFGHBWHPEHU IRU FDVK SURF6&HMSWHRPIEHU DQG DQ LQFUHDVH
6HSWHPEHU WR VKDUH FDSLWDO DQG D GHFUH®NSFWMR BEHIXLW\ UHVHUYHV RI
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([HUFLVH RI 568V
"XULQJ \WRM QGBIBSWHPEHU 6HSWHPEHU O 568V ZHUH H[HUFLVHG IR
LQFUHDVH RBHSWHPEHU WR VKDUH FDSLWDO DQG D GHFUHDVH MBRVHPEHW\ U

([HUFLVH RI 368V
"XULQJ\WBHQGG6ISWHPEHU BHSWHPEHU O 368V ZHUH H[HUFLVHG IRU DQ L
6HSWHPEHU WR VKDUH FDSLWDO DQG D GHFUHDV¥HSWRIHEKUW\ UHVHUYHV RI

([HUFLVH RI ZDUUDQWV
"XULQJ\WHEMQGHESWHPEHU QBBSWHPEHU QLO ZDUUDQWYVY ZHUH H[HUFLVHG

LY 6KDUH EDVHG FRPSHQVDWLRQ

'XULQJ WKH \HPHSMQ@I®HEHE U WKH &RPSDQ\ URMRIQ MKDBUW EDVHG FRPSHQVDWLRQ F
WKRVH UHODWHG WR SURGXFWLRQ HPSOR\HHV WKDW DUH FKD&HSWHWFEHIUL RORJLFDC

6WRFN RSWLRQV
7KH IROORZLQJ WDEOH VXPPDUL]JHV FKDQJHV LQ WKH &RPPHQ\GHIBMWWPWIBQQGCLQI VWF

LR+ T(

$9(58*(
180% (5 (;(5&,6( 35,8&(
%DODQEHSWHPEHU
(I[HUFLVHG
(ISLUHG

%DODQEHSWHPEHU

7KH IROORZLQJ LV D VXPPDU\ RI WKH RX6MBEWHPEHQJ VWRFN RSWLRQV DV DW

237,216 28767$1",1* 237,216 (;(5&,6%%/(
5DQJH RI ([HUFLVH ‘HLIJKWHG $YHUDJH 5HPDLQLQJ
3ULFHV AXDQWLWY 2XWVWDQGL@RIRQWUDFWXDO /LIH \HDUWXDQWLW\ ([HUFLVDEOH

7RWDO VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV LQFOXGLQJ WKRVH UHODWHG WR
DVVHWYV DQG LQYWHDWMRGHHTSW WKEHU ZHUH 6HSWHPEHU O UHODWHG WR WKH &RP
VWRFN RSWLRQ SODQ 7KH IDLU YDOXH RH®GSHMHERQHP EHDQ & Bl &) IGOHSIVOH PW K H

7KHVH RSWLRQV DUH PHDVXUHG DW IDLU YDOXH DW WKH GDWH RI JUDQW DQG [
LV W\SLPMDKOUUHEW HUP ZLWK RSWLRQV YHVWLQJ LQ DQQXDO WUDQFKHV HYHQO\ RYH!
%ODFN 6FKROHV RSWLRQ SULFLQJ PRGHO WR HVWLPDWH WKH IDLU YDOXH RI RSWLR

(TXLW\ ,QFHQWLYH 30DQ

'XULQJ WKH \HOWISWOIGEEBU WKH &RPSDQ\ KDV JHABYWHG BBWK XQGHU WKH 1HZ
,QFHQWLYH 30DQ 7KH JUDQW SULFH RI DQ\ 568 RU 368 ZDV GHWHUPLQHG EDVHG RC
76; UXOHV DW WKH WLPH RI JUDQW DQG ZLWK UHVSHFW WR 368V DGMXVWHG IRU
FRQGLWLRQV LQ DFFR USKDQMHHEDLWHIG ,3D8P HQW

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH PRYHPHQWY LQ WKH &RPSDQ\xV RXWVWDQG

180% (5
%DODQEHMSWHPEHU
*UDQWHG
([HUFLVHG
&DQFHOOHG )RUIHLWHG
%»DODQEMSWHPEHU
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7KH HVWLPDWHG IDLU YDOXH RI WKH HTXLW\\MBWWQYOHKBS WEGBRVEKUD QX\DH/G GXULQJ V

6HSWHPEHU ZKLFK ZDV EDVHG RQ WKH &RPSDQ\xV VKDUH SULFH DW WKH JUL
H[SHQVH RYHU WKH YHVWLQJ SHULRG RI WKHWXEBWH AR DERRMW RINHUQ\IM ISHHURER @&/ KRH
6HSWHPEHU 6HSWHPEHU KDV EHHQ UHFRJQL]JHG DV VKDUH EDVHG FRPSH

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH PRYHPHQWY LQ WKH &RPSDQ\xV RXWVWDQG

180% (5
%DODQEHSWHPEHU
*UDQWHG
([HUFLVHG
&DQFHOOHG )RUIHLWHG
%»DODQEHMSWHPEHU

7KH HVWLPDWHG IDLU YDOXH RI WKH HTXLW\\MBW®OGHIGS 8WGBVEKUD QAIDH/G GXULQJ V

BHSWHPEHU ZKLFK ZDV EDVHG RQ WKH &RPSDQ\xV VKDUH SULFH DW WKH JUEL
OLNHOLKRRG RI IRUIHLWXUH DQG ZLOO EH UHFRJQL]HG DV DQ HYSKUMWBIURYHRRWWH Y
JUDQWRW WHKDHH Q GBIKBS WHPEH U 6HSWHPEHU KDV EHHQ UHFRJQL]HG DV VKL

FRPSHQVDWLRQ H[SHQVH

Y /RVVSHU VKDUH
%DVLF DQGORMXKWNGDUH UBSWHORWQWM-EXWDEOH WR FRPPRQ VKDUHKROGHUV GLYL
QXPEHU RI &RPPRQ 6KDUHV RXWVWDQGLQJ GXULQJ WKH \HDU

7KH ZHLJKWHG DYHUDJH QXPEHU RI &RPPRQ 6KDUHV ORWB/GUL QKK H\ HHUBD GVGEGHSW L R C
6HSWHPEHU ZDV 6HSWHPEHU

7KH RXWVWDQGLQJ QXPEHU DQG W\SHV RI SRWHQWLDO RUGLQDU\ VKDUHV WKDW FF

IURP WKH FDOFXODWLRQ RI GLOXWHG (36 EHFDXVH WKHLU HIIHFW ZDV DQWL GLOXYV
FRQYHUWLEOH 3UHIHUUHG 6KDUHV

27+(5 &855(17 $1' /21* 7(50 /,%$%,/,7,(6
7KH FDUU\LQJ YDOXH RI RWKHU FXUUH @W SMHP DR J DWEEH PWOHADEEH O LFARLGIWL W \D W |

6(37(0% (5 6(37(0% (5

&855(17 /21* 7(50 &855(17 /21* 7(50

/HDVH OLDELOLWLHYV

&RQWLQJHQW FRQVLGHUDWLRQ 1RWH
'"HIHUUHG FRQVLGHUDWLRQ 1RWH
/IRQJ WHUP GHEW

o O
o O
o O

7KH &RPSDQ\ UHFRUGV LWV OHDVHV LQ DFFRUGDQFH ZLWK ,)56 DQG DV D UHVXOW
FRUUHVSRQGLQJ OHDVH OLDELOLWLHYV 528 DVVHWYV DUH UHFRUGWG KR GUIKHQINW B U Q
WHUP SRUWLRQ RI OHDVH OLDELOLWLHY UHFRUGHG XQGHU RWKHU OLDELOLWLHV

7KH FKDQJHV LQ WKH FDUU\L QU RQOWHUPI ENDVHOQUL DK ®LWLHY DUH DV IROORZV

%DODQREWHPEHU

$FTXLVLWLRQV WKURXJK EXVLQHVV FRPELQDWLRQV 1RWH
/HDVH SD\PHQWYV

,QWHUHVW H[SHQVH RQ OHDVH OLDELOLWLHYV
%DODQ@REWHPEHU

&XUUHQW SRUWLRQ LQFOXGHG LQ RWKHU OLDELOLWLHYV
/IRQJ WHUP SRUWLRQ
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7KH XQGLVFRXQWHG FRQWUDFWXDO SD\PHQWYVY UHODWLQJ WR WKH FXUUHQW DQG IX!

/IHVV WKDQ \HDU

WR \HDUV

WR \HDUV

WR \HDUV

WR \HDUV
7TKHUHDIWHU
7TRWDO

,19(670(176 ,1 $662&,$7(6
D +\DV\QWK %LRORJLFDOV ,QF
2Q 6HSWHPEHU WKH &RPSDQ\ LQYHVWHG LQ +\DVI\QWK %LRORJLFDOV ,QF
GHEHQWXUHV WR BEWK&IMBHOKDAKHE IDRG YDOXHG LQ WKH DJJWHJIDW MW MRXOQQF KRH 7UL
ZDV LVVXHG RQ 6HSWHPEHU WKH VHFRQG WUDQFKH U7UDQFKH U ZDV LVVXI
DQG WKH WKLUG WUDQFKH 7TUDQFKH ZDV LVVXHG RQ '"HFHPEHU DV GHVFUL

+\DV\QWK LV D SULYDWHO\ KHOG ELRWHFKQRORJ\ FRPSDQ\ EDVHG LQ ORQWUHDO
ELRVIQWKHVLYV 7KH &RPSDQ\xV LQYHVWPHQW LV LQ WKH IRUP RI FRQYHUWLEOH GHE
Rl1 XS WR EDVHG RQ WKH FXPXODWLYH LQYHVWPHQW IURP 7UDQFKH 7TUDQFKH DQCG

&RQFXUUHQW ZLWK WKH &RPSDQ\xV LQYHVWPHQW LQ +\DV\QWK WKH SDUWLHV HQ
ZKHUHE\ WKH &RPSDQ\ KDV WKH DELOLW\I WRDSVQUFKHOW HD XGXWB FDQQDELQRLG RU
SURGXFWLRQ ®WWHRXQW WR WKH DJUHHG XSRQ ZKROHVDOHDRNMNRWHWKSUG DK HRU\ DV ¢
FRPPHQFHVY FRPPHUFLDO SURGXFWLRQ

7TUDQFKH RI WKH FRQYHUWLEOH GHEHQWXEHD WD V¥ QDN HIURSHA W DID¥BIXRI LV VHFXUHG
PDWXUHV RQ WKH HDUOLHU RI $XJXVW RU WKH FORVLQJ GDWH RI D TXDOLILH
FRQYHUVLRQ KDV RFFXUUHG 7UDQFKH RI WKH FRQYHUWLEOH GHEHQWXUHYV LV FR
SULFH R$HU VKDUH RU IFRWRRQ VKDUHV &RQYHUVLRQ RI WKH GHEHQWXUHV PD\ EH
RQ WKH FRPSOHWLRQ RI D TXDOLILHG WUDQVDFWLRQ RU +\DV\QWKxV IDFLOLW\ UHDF

2Q 2FWREHU WKH &RPSDQ\ DGYDQFWR P\Q® D\@GMKWERXDORI FRQYHUWLEOH GHE
RI +\DV\QWKxV DFKLHYHPHQW RI WKH FRQWUDFWXDO SURGXFWLRQ UHODWHG PLOHV

2Q 'HFHPEHU WKH SUHYLRXVO\ LVVXHG GHEHQWXUH DJUHHPHQW ZDV DPHQGH
7UDQFKH FRQYHUWLEOH GHEHQWXUH 6XEVHTXHQWO\ W IS %\RMSDIQ VIDGY\LGRRH ERVE
WR +\DVI\QWK IRU WKH 7UDQFKH FRQYHUWLEOH GHEHQWXUHV EULQJLQJ ZKKFK&RP S|
SURYLGHV WKH &RPSDQ\ ZLWK D SRWHQWLD® @ ZQ HXO/X\L 6 LLAXMHHIEH EVVR M XS WR

,Q DGGLWLRQ WR WKH RZQHUVKLS LQWHUHVW WKH &RPSDQ\ DOVR FRQVLGHUHG Y
LQIOXHQFH H[LVWV LQFOXGLQJ UHSUHVHQWDWLRQ RQ +\DV\QWKxV ERDUG RI GL!
FRQFOXGHG WKDW WKH HTXLW\ PHWKRG RI DFFRXQWLQJ WZ®BESHRWBUNVWMR AKKH&R
+\DV\QWK

JROORZLQJ WKH RULJLQDO PDWXULW\ GDWH RI WKHVBERIEHQGWRXHEAWYV WKHF&KRPBEHQG
PDWXULW\ GDWH LQLWLDOO\ WR ODUFK DQG WKHQ VXEVHTXHQWO\ WR -XQl
&RPSDQ\ KDV WKH ULJKW WEDABVYHRUIDAMIQWWHQ QRWLFH WR FRQYHUW WKH GHEHQW
UHSD\PHQW RI WKH RXWVWDQGLQJ EDODQFH RI WKH GHEHQWXUHV $V DW 6HSWHP
LQWHUHVW ZDV UHGRFB GXWR\ GLOXWHG EDVLYV

$V DW 6HSWHPEHU WKH &RPSDQ\ GHWHUPLQHG WKDW WKHUH DUH LQGLFDV
+\DV\QWK 7KH &RPSDQ\ GHWHUPLQHG WKH UHFRYHOQLRBQHLPBRKQMH@W EBRUDIVSRUR[L
UHFRJQL]HG LQ WKH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV DQG FRPSUHKH
JROORZLQJ WKLV QR IXUWKHU VKDUH RI SURII6W SRAUHP RNV K DAK HE HFHDQ WA DR JDR RK®@ W
LQYHVWPERW LV

5(/$7(' 3$57< 75$16$&7,216
.H\ PDQDJHPHQW SHUVRQQHO DUH WKRVH SHUVRQV KDYLQJ WKH DXWKRULW\ DQG U
DFWLYLWLHYV RI WKH &RPSDQ\ GLUHFWO\ RU LQGLUHFWO\ 7KH NH\ PDQDJHPHQW ¢
&RPSDQ\xV H[HFXWLYH PDQDJHPHQW WHDP DQG %RDUG RI 'LUHFWRUYV
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ODQDJHPHQW DQG %RDUG FRPSHQVDWLRQ
YRU WKBUHQGHIBSWHPEHU DQWKHMDHQGHEBSWHPEHU WKH &RPSDQ\xV H[SHQVHV LQF
IROORZLQJ PDQDJHPHQW DQG %RDUG RI 'LUHFWRUV FRPSHQVDWLRQ

<($5 (1'("

6DODULHV ERQXV DQG FRQVXOWLQJ IHHV
6KDUH EDVHG FRPSHQVDWLRQ
7RWDO NH\ PDQDJHPHQW FRPSHQVDWLRQ

'XULQJ WMPMIQGHEABSWHPEHU QLOWRFN RSWSWBPEHU O ZHUH JUDQWHG WR

PDQDJHPHQW SHUVRQQHO ZLWK D@ DEHSWHPWHU DOU Y DO XHDRIGLWLRQHBKQYGEE WKH

6HSWHPEHU 568VBHSWHPEHU O ZHUH JUDQWHG WR NH\ PDQDJHPHQW S

DJJUHJDWH IDLU YDOKHWRIPEHU O YRU VHIOHA Q GBIBSWHPEHU 368V

BHSWHPEHU O ZHUH LVVXHG WR NH\ PDQDJHPHQW SHUVRQQHO BHSW DREHBDIUH
o)

6LIJQLILFDQW 7UDQVDFWLRQV ZLWK $VVRFLDWHYV DQG -RLQW 2SHUDWLRQV
7KH &RPSDQ\ KDV WUDQVDFWLRQV ZLWK UHODVSHGDSCHGN BBV WD VD G BOLIRYESGEKH XK |, HE)
XQGHUWDNHQ LQ WKH QRUPDO FRXUVH RI EXVLQHVV

JRU WHKBUHQGGHEHKBSWHPEHU XQGHU WKH 3'& $JUHHPHQW EHWZHHQ WKH &RPSDQ\ DQG
6HSWHPEHU O RI GLUHFW H[SHQVHV DQG WKH &RPIDIPRHEMFXOUHG Rl GLUHFW
H[SHQVHV DQG FDSLWDO HI8BBEQ@GEPWHUHVORI UHODWHG WR WKH &HQWHU RI ([FHOC
&RPSDQ\ UHFRUGHOG B 6WBSM/HP EH U 6HSWHPEHU O Rl WKHVH H[SHQGLW
ZLWKLQ UHVHDUFK DQG GHYHGRFNROWGDWHGVHWMINWRHQW RI RSHUD\WRURWKMHD QG FR
HQGHBSWHPEHU WKH &RPSDQ\ UHHBWEHPEHU O RI FDSLWDO H[SHQGLWXUHV ZKLF
LQ WROVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ

"XULQJI\WHMQGHGSWHPEHU %S$HA[HUFIQMEBSWHPEHU O QLGRS XS 5LJKWHNSWWMDEWHU
WKHUH LV DHFHQA DN QEBB7IBRP6HSWHPEHU O

,Q 1RYHPEHU WKH &RPSDQ\ HQWHUHG LQWR D VXEVFULSWLRQ DJUHHPHQW ZLWK
5HIHU WR 1IRWRHJ IXUWKHU LQIRUPDWLRQ

&$3,7$/ 0$1$*(0(17
7KH &RPSDQ\ V FDSLWDG QRRWHMURWFDEMELQJ FXUUHQW SRUWLRQ GHULYDWLYH OLI
FDSLWDO HTXLW\ UHVHUYHV DFFXPXODWHG RWKHU FRPSUHKHQVLYHSWHREBHUORVV
LV 6HSWHPEHU (TXLW\ UHVHUYHV LV FRPSULVHG RI DQ\ DPRXQWYV U
UHFRJQLWLRQ RI VKDUH EDVHG FRPSHQVDWLRQ H[SHQVH RSWLRQV 568V RU 368V
RWKHU FRPSUHKHQVLYH ORVV LV HQWLUHO\ FRPSULVHG RI IDLU YDOXH FKDQJHV UHI

7KH &RPSDQ\ PDQDJHV LWV FDSLWDO VWUXFWXUH DQG DGMXVWV LW EDVHG RQ IX
JURZWK 7KH %RDUG RI 'LUHFWRUVY GRHV QRW HVWDEOLVK TXDQWLWDWLYH UHWXUC
WKH H[SHUWLVH RI WKH &RPSDQ\xV PDQDJHPHQW WR VXVWDLQ IXWXUH GHYHORSPHC

ODQDJHPHQW UHYLHZV LWV FDSLWDO PDQDJHPHQW DSSURDFK RQ DQ RQJRLQJ EDVL\
VWDJH RI WKH &RPSDQ\ LV UHDVRQDEOH 7KHUH ZHUH QR FKDQJHV WR WKH &RPSD(
\HDU

)$,5 9$/8( 2) ),1$1&,$/ ,167580(176 $1' ),1$1&,%$/ 5,6. )$&7256
L )DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV
JLQDQFLDO LQVWUXPHQWY UHFRUGHG DW IDLU YDOXH RQ WKH FRQVROLGDWHG VWD\
KLHUDUFK\ WKDW UHIOHFWYV WKH VLJQLILFDQFH RI WKH LQSXWV XVHG LQ PDNLQJ Wk
PHDVXUHPHQWY DFFRUGLQJ WR D WKUHH OHYHO KLHUDUFK\ 7KH KLHUDUFK\ SULR
WHFKQLTXHV $ OHYHO LV DVVLJQHG WR HDFK IDLU YDOXH PHDVXUHPHQW EDVHG R
PHDVXUHPHQW LQ LWV HQWLUHW\

7KH WKUHH OHYHOV RI WKH IDLU YDOXH KLHUDUFK\ DUH GHVFULEHG DV IROORZV
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a /HYHO LOQSXWV DUH TXRWHG SULFHV LQ DFWLYH PDUNHWYV IRU LGHQWLFDO C
PHDVXUHPHQW GDWH

a /HYHO LOQSXWV RWKHU WKDQ TXRWHG SULFHV LQFOXGHG ZLWKLQ /HYHO W
GLUHFWO\ RU LQGLUHFWO\ DQG

a /HYHO LQSXWV DUH XQREVHUYDEOH LQSXWV IRU WKH DVVHW RU OLDELOLW\

7KH IDLU YDOXHV RI FDVK VKRUW WHUP LQYHVWPHQWY DFFRXQWYV DQG RWKHU UHF
UHVWULFWHG FDVK DSSUR[LPDWH WKHLU FDUU\LQJ DPRXQWV GXH WR WKHLU VK
DSSUR[LPDWHBSWHPEHU O ZKLFK LV LWV FDUU\LQJ YDOXH

7KH IDLU YDOXH RI WKH LQYHVWPHQW LQ :+& LV SULPDULO\ EDVHG RQ /HYHO XQRE
EDVHG DSSURDFK EDVHG RQ UHYHQXH PXOWLSOHV IRU FRPSDUDEOH FRPSDQLHV

,Q GHWHUPLQLQJ WKH LPSDLUPHQW ORVV WKH )9/&" RI SURSHUW\ SODQW DQG H-
DSSUDLVDO XVLQJ PDUNHW DQG UHSODFHPHQW FRVW DSSURDFKHV &RQVLGHUDWL
LQGXVWU\ VWDQGDUGV ZKLFK FRQVWLWXWH ERWK REVHUYDEOH DQG XQREVHUYDEO

7KH IDLU YDOXH RI WKH FRQYHUWLEOH SURPLVVRU\ QRWH LVVXHG WR 2%; ZDV GH\
DVVXPSWLRQV XVHG LQ WKH PRGHO DUH 2%; VWRFN SULFH GLYLGHQG \LHOG H[SHF
GLVFRXQWLQJ UDWH ULVN IUHH UDWH DQG SUREDELOLW\ DQG WLPLQJ RI FHUWDLQ
DQG WKH H[SHFWHG HTXLW\ YRODWLOLW\ DUH EDVHG RQ XQREVHUYDEOH LQSXWYV DC

7KH IDLU YDOXH RI WKH VHFXUHG FRQYHUWLEOH ORDQ DGYDQFHG WR 3K\ORV ZDV ¢
EHHQ FODVVLILHG DV OHYHO LQ WKH IDLU YDOXH KLHUDUFK\ 7KH IDLU YDOXH R
DVVXPSWLRQV LQFOXGLQJ OLNHOLKRRG DQG WLPLQJ RI WKH IHGHUDO OHJDOL]DW
6LPLODUO\ WKH |PBRWP FID/MOXHHORVM WRHXQG D@ IDCCZDRMQERYEGC B® FHUWDLQ DVVXPSWLRC
SUREDELOLW\ RI 3BK\ORV PHHWLQJ FHUWDLQ UHTXLUHG PLOHVWRQHYV

7KH IDLU YDOXH RI WKH /DXUHQWLDQ FRQWLQJHQW VKDUH FRQVLGHUDWLRQ LV SUL
&DUOR SULFLQJ PRGHO 7KH GHWHUPLQDWLRQ RI WKH IDLU YDOXH RI WKLV OLDELC
IDXUHQWLDQ DFKLHYLQJ LWV EXVLQHVV REMHFWLYHYVY 7KH NH\ DVVXPSWLRQV XVHG
DQG VHOOLQJ SULFHV XVHG LQ GHWHUPLQLQJ /DXUHQWLDQ V IXWXUH DGMXVWHC
DPRUWL]DWLRQ DQG :$&&

7KH IDLU YDO&RQRIHUWLHEOH 1RWeHD @IGWD QUFRDGS WBY GHWHUPLQHG XVLQJ WKH ELQRP
DVVXPSWLRQV XVHG LQ WKH ORGHO IRU DUH 6DQLW\ *URXS VWRFN SULFH GLYLGH
VWRFN FUHGLW ULVN DGMXVWHG GLVFRXQWLQJ UDWH ULVN IUHH UDWH DQG SUR
HYHQWY 7KH FUHGLW ULVN DGMXVWHG GLVFRXQWLQJ UDWH DQG WKH H[SHFWHG HT
FDWHJRUL]JHG DV /HYHO LQ WKH IDLU YDOXH KLHUDUFK\

7KH IDLU YDOXH RI HTXLW\ LQWHUHVW LQ WKH 6DQLW\ *URXS ZDV GHWHUPLQHG XVL
WKH 6DQLW\ *URXS ZDV DOORFDWHG WR WKH YDULRXV W\SHV Rl VKDUHV EDVHG RQ
6DQLW\ *URXS ZDV GHWHUPLQHG XVLQJ WKH EDFNVROYH DSSURDFK ZKLFK EHQFKPD
ODWHVW IXQGLQJ WUDQVDFWLRQ

7KH IDLU YDOXH RI GHULYDWLYH ZDUUDQW OLDELOLWLHYV LV EDVHG RQ /HYHO DQG
WR HVWLPDWH WKH IDLU YDOXH RI VXFK :DUUDQWY 7KH NH\ DVVXPSWLRQ XVHG LQ
RI WKH &RPSDQ\xV &RPPRQ 6KDUHV || WKH HEBRAPWG G KRWHN WU YR BW WKIHVE RS & H

WKH HVWLPDWHG IDLU YDOXH RI WKH GHULYDWLYH ZDUUDRW LO LLIME IGAHPMHDYB CQE
WKH HVWLPDWHG IDLU YDOXH RI WKH GHULYDWLYH ZDUUDQW OLDELOLW\ DQG QHW O

7KH IDLU YDOXH RI WKH 7RS XS 5LJKWV LV EDVHG RQ /HYHO LOQSXWV XWLOL]JHG LQ
RI VXFK 7RS XS 5LJKWV 7KH NH\ DVVXPSWLRQV XVHG LQ WKH PRGHO DUH WKH HJS
6KDUHVY WKH ZHLJKWHG DYHUDJH H[SHFWHG OLIH RI WKH LQVWUXPHQWY DQG WKt
6KDUHV $ VHQVLWLYLW\ DQDO\VLV IRU FKDQJHV LQ NH\ LQSXWV ZDV QRW SUHVHQ\
FKDQJHV LQ NH\ LQSXWV ZRXOG QRW EH VLIJQLILFDQW

7KH IDLU YDOXH RI WKH FRQWUDFWXDO FRPPLWPHQW WR LVVXH 3UHIHUUHG 6KDUHYV
LEQSXwWY DQG LV GHWHUPLQHG EDVHG RQ HVWLPDWHG IDLU YDOXH RI WKH 3UHIHUL
DJUHHG ZLWK %$7 7KH IDLU YDOXH RI WKH 3UHIHUUHG 6KDUHV ZDV HVWLPDWHG XV
FRPPRQ VKDUHVY DQG SRWHQWLDO VIXQ® HKKUGNVEKROGBMWUGYSHFWLYHO\ PDUNHW SU
&RPSDQ\ V &RPPRQ 6KDUHV ULVN IUHH UDWH DQG GLVFRXQW IRU ODFN RI PDUNHWD
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7KH IDLU YDOXH RI 3UHIHUUHG 6KDUHV LV EDVHG RQ /HYHO /IHYHO DQG /HYHO
DQG YRODWLOLW\ RI WKH &RPSDQ\ V &RPPRQ 6KDUHV ULVN IUHH UDWH DQG GLVFRX

'XULQJ WKH \HDU WKHUH ZHUH QR WUDQVIHUV RI DPRXQWYVY EHWZHHQ /HYHOV DQ

JRU WHBHQGG6KMSWHPEHU DQ&HSWHPEHU WKH &RPSDQ\ UHFRUGHG WKH IROORZLQJ
UHODWHG WR LWV ILQDQFLDO LQVWUXPHQWYV

<($5 (1'("
,QYHVWPHQW LQ 3K\ORV
,QYHVWPHQW LQ 2%;
,QYHVWPHQW LQ 6DQLW\ *URXS FRQYHUWLEOH ORDQ
,QYHVWPHQW LQ 6DQLW\ *URXS FRPPRQ VKDUHV
7RS XS 5LIJKWV
&RPPLWPHQW WR IXQG WKLUG WUDQFKH RI 3K\ORV FRQYHUWLEOH ORDQ
&RPPLWPHQW WR LVVXH 3UHIHUUHG 6KDUHV
'DUUDQWYV
3UHIHUUHG VKDUHYV

$GGLWLRQD OHD HIREHBIWMHPEHU WKH &RPSDQ\ DOVR IDLU YDOXHG LWV LQDQVWPHQ!
LQFUHIDQ/ HDLU YDOXYHRWHPEHU O LQ WKOVROLGDIMWHEBPHQWYV RI ERPBDWKRQV LY®IC
ORVVWKLQ RWKHU FRPSUHKHQVLYH LQFRPH

LL)LQDQFLDO ULVN IDFWRUYV
7KH &RPSDQ\ LV H[SRVHG WR YDULRXV ULVNV WKURXJK LWV ILQDQFLDO LQVWUXPHQ)

D &UHGLWUUVWN IURP GHSRVLWV ZLWK EDQNV VKRUW WHUP LQYHVWPHQWY RXW\
FDVK DQG RWKHU ILQDQFLDO DVVHWYV )RU WUDGH UHFHLYDEOHV WKH &RPSDQ\ GRF}
ULVN E\ GHDOLQJ RQO\ ZLWK ZKDW PDQDJHPHQW EHOLHYHV WR EH ILQDQFLDOO\
DQWLFLSDWH VLJQLILFDQW ORVV IRU QRQ SHUIRUPDQFH H[FHSW SRWHQWLDOO\ IU
FXVWRPHUV )RU FHUWDLQ WUDGH DQG RWKHU UHFHLYDEOHY PDQDJHPHQW DOVR
DJUHHPHQWY ZKHUH DSSOLFDEOH 7KH PD[LPXP H[SRVXUH WR FUHGLW ULVN RI FD
ILQDQFLDO DVVHWV DQG DFFRXQWY DQG RWKHU UHFHLYDEOHV RQ BWKHVFHPEWROLGD
DSSUR[LPDWHV6HSWHPEHU

$V BRHSWHPEHU DQBHSWHPEHU WKH &RPSDQ\xV DJLQJ Rl WUDGH UHFHLYDEOHV ZDV
6(37(0%(5 6(37(0% (5

GD\V
ORUH WKDQ GD\V
*URVV WUDGH UHFHLYDEOHV
/IHVV ([SHFWHG FUHGLW ORVVHV DQG UHVHUYH IRU SURGXFW UHWXUQV DQG SULFH DGMXVWPHQWYV

E /LTXLGLWV UNLKM ULVN WKDW WKH &RPSDQ\ ZLOO QRW EH DEOH WR PHHW LWV I
&RPSDQ\ PDQDJHV LWV OLTXLGLW\ ULVN E\ UHYLHZLQJ RQ DO RWRIPEHED WKH. WV F
&RPSDQ\ KDG G6HSWHPEHU O RlI FDVK DQG ZRUNLQJ FDGHSW@PEHU

JXUWKHU WKH &RPSDQ\ PD\ DFFHVV HTXLW\ FDSLWDO WKURXJK WKH FDSLWD

UHTXLUHG
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7KH &RPSDQ\ LV REOLIJDWHG WR WKH IROORZLQJ FRQWUDFWXDO P D&HSINLMWRENUUHOD

&DUU\LQ&RQWUDFV\HX\D/OWKDQVR \HD UVR \HD?R/UH \W

$PRXQW&DVK )ORZV \HDU \HDU
$FFRXQWV SD\DEOH DQG DFFUXHG OLDELOLWLHV o o o
/RQJ WHUP GHEW 0o 0o 0o

/HDVH REOLJDWLRQV

7KH FRQWUDFWXDO PDWXULWLHY QRWHG DERYH DUH EDVHG RQ FRQWUDFWXDO GXH

,Q FRQQHFWLRQ ZLWK WKH &RPSDQ\xV IDFLOLWLHV WKH &RPSDQ\ LRI FD3WWDPW
H[SHQGLWXUHV

F ODUNHWVUWKM ULVN WKDW WKH IDLU YDOXH RU IXWXUH FDVK IORZV RI D ILQDQFI
PDUNHW SULFHV ODUNHW ULVN IRU WKH &RPSDQ\ LV FRPSULVHG RI

,(QWHUHVW UDWH R IWMNVN WKDW WKH IDLU YDOXH RU IXWXUH FDVK IORZV RI D ILQDQF
PDUNHW LQWHUHVW UDWHV 7KH &RPSDQ\xV H[SRVXUH WR WKH ULVN RI FKDQJHV
&RPSDQ\xV GHEW REOLJDWLRQV ZLWK D IORDWLQJ LQWHUH VA DOMHL F KH &R F SDRYA (
KDYH D PDWHULDO LPSDFW RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

5(9(18(
1HW UHYHQXH IRU WKH &RPSDQ\ LV GHILQHG DV JURVV UHYHQXH ZKLFK LV QHW RI I
DQG UHFRYHULHV OHVV H[FLVH WD[HV

5HYHQXH NRW MXKXEGBHESWHPEHU DQEHSWHPEHU LV GLVDJJUHJDWHG DV IROORZV

<($5(1'(

6(37(0% (5 6(37(0% (5
5HFUHDWLRQDO UHYHQXH &DQDGLDQ

"LUHFW WR SDWLHQW PHGLFDO DQG PHGLFDO ZKROHVDOH UHYHQXH &DQDGLDQ
,QWHUQDWLRQDO ZKROHVDOH

:KROHVDOH WR OLFHQVHG SURGXFHUV &DQDGLDQ
2WKHU UHYHQXH

*URVV UHYHQXH

([FLVH WD[HV

1HW UHYHQXH

5HFUHDWLRQDO UHYHQXH LV SULPDULO\ FRPSULVHG RI SURYLQFLDO JRYHUQPHQW E
UHVSHFWLYH GLVWULEXWLRQ PRGHOV ZKHUHDV LQWHUQDWLRQDO DQG GRPHVWLF Z
RWKHU FDQQDELY FRPSDQLHV LQFOXGLQJ OLFHQVHG SURGXFHUV IRU IXUWKHU SUR

"XULQJ\WBHQGGHMSWHPEHU WKH &RPSDI@XEXO\GWRBHSWHPEHU OIRXEXVWRPHUV  WKE
LQGLYLGXDOO\ UHSUHVHRWWKHP&RPISWRDQ/ QHW UHYHQXH

&267 2) 6$/(6
&RVW RI VDOHV LV FRPSULVHG RI WKH FRVW RI LQYHQWRULHY VROG GXULQJ WKH \H
ELRORJLFDO DVVHWV WKDW DUH GLVSRVHG Rl SURYLVLRQV IRU LQYHQWRU\ WKDW
DQG REVROHWH SURGXFWY DQG SDFNDJLQJ DQG RWKHU SURGXFWLRQ RYHUKHDG

'XULQJI\WBHQGHEBESWHPEHU WKH &RPSDQ\ UHFRUGHG SURYLVLRQV LQ UHODWLRQ WR
DQG ELRORJLFDO DVVHWY DV ZHOO DV DGMXVWPHQMEWHRPEHW UHDOL]DIEIORK YODUHX H

GHWDLOHG LQ 1RWH

&217,1*(1&,(6
7KH &RPSDQ\ UHFRJQL]JHV ORVV FRQWLQJHQF\ SURYLVLRQV IRU SUREDEOH ORVVHV
ORVV :KHQ WKH HVWLPDWHG ORVV OLHV ZLWKLQ D UDQJH WKH &RPSDQ\ UHFRUG
HVWLPDWH RI WKH SUREDEOH ORVV || QR SDUWLFXODU DPRXQW ZLWKLQ WKDW UD
SRLQW RI WKH UDQJH LV XVHG $V LQIRUPDWLRQ EHFRPHV NQRZQ D ORVV FRQWL!
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HVWLPDWH FDQ EH PDGH 7KH HVWLPDWHYV DUH UHYLHZHG DW HDFK UHSRUWLQJ GD\
DUH UHYLVHG $Q RXWFRPH WKDW GHYLDWHVY IURP WKH &RPSDQ\xV HVWLPDWH PD\ L
DFFRXQWLQJ SHULRG

*(1(5%$/ $1' $'0,1,675%$7,9( (;3(16(6 %< 1$785(

<($5 (1'(

2IILFH DQG JHQHUDO

:DJHV DQG EHQHILWYV

BURIHVVLRQDO IHHV

'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ

7UDYHO DQG DFFRPPRGDWLRQ

S8WLOLWLHV

7TRWDO JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV

'XULQJI\WKKHQ GHEGSWHPEHU WKH &RPSDQ\ UHFRJQL]JHG D SURYLVLRQ IR&HISMBHFP BHIG F L
LQFOXGHG LQ WKH RIILFH DQG JHQHUDO FDWHJRU\ DERYH

,1&20( 7$:(6
&RPSRQHQWYVY RI UBFRVHUWIRZMN OO

<($5(1'("

&XUUHQW WD]
&XUUHQW H[SHQVH o) o)

o) o
"HIHUUHG WD]
2ULJLODWLRQ DQG UHYHUVDO RI WHPSRUDU\ GLIIHUHQFHV
&KDQJH LQ WD[ UDWH DQG UDWH GLIITHUHQFHYV
&KDQJH LQ XQUHFRJQL]JHG WHPSRUDU\ GLIIHUHQFHV
3ULRU \HDU DGMXVWPHQWYV o)

o

7RWDO L Q FRRFFHHR WD\ 0

$ UHFRQFLOLDWLRQHFRYPWRWHKHVDWDWXWRU\ UDWH WR DPRXQWYV UHFRUGHG LQ WK
SURYLGHG EHORZ

<($5(1'(

/RVV EHIRUH LQFRPH WD[HV

6WDWXWRU\ LQFRPH WD[ UDWH

7D[ FDOFXODWHG DW VWDWXWRU\ UDWH

1RQ GHGXFWLEOH QRQ WD[DEOH LWHPV

&KDQJH LQ XQUHFRJQL]HG WHPSRUDU\ GLIIHUHQFHYV

7D[ UDWH GLIIHUHQFHY DQG WD[ UDWH FKDQJHV

3ULRU \HDU WD[ DGMXVWPHQWYV o
,QFRPHUMBRYHU\ o)
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5HFRJQL]JHG GHIHUUHG WD[ DVVHWY DQG OLDELOLWLHY FRQVLVW RI WKH IROORZLQJ

'"HIHUUHG WD[ DVVHWY DUH DWWULEXWDEOH WR WKH IROORZLQJ

1RQ FDSLWDO ORVVHV
/HDVH OLDELOLWLHV
'"HIHUUHG WD[ DVVHWV
6HW RIlI RI WDJ[

1HW GHIHUUHG WD[ DVVHW

'"HIHUUHG WD[ OLDELOLWLHY DUH DWWULEXWDEOH WR WKH IROORZLQJ

3URSHUW\ SODQW DQG HTXLSPHQW

,QWDQJLEOH DVVHWYV
%LRORJLFDO DVVHWYV
,QYHQWRULHYV

5LJKW RI XVH DVVHWYV

1HW LQYHVWPHQW LQ VXEOHDVH
2WKHU

‘"HIHUUHG WD[ OLDELOLWLHV
6HW RIl RI WD]

1HW GHIHUUHG WD[ OLDELOLW\

o) (]

7KH FKDQJHV LQ WHPSV GXUL(\HI HQGHGIBI HQG6HSWHPEHU DC6HSWHPEHU

UHVSHFWLYHO\ ZHUH DV IROORZV

1RQ FDSLWDO ORVVHYV

1(7 %$/$1&( H(&2*1,=(" ,1 $&48,5(" ,1 $1(7 %$/$1&(

6(37(0% (5

352),7 25

%86,1(66 6(37(0%(5
&20%,1$7,21

BURSHUW\ SODQW DQG HTXLSPHQW

,QWDQJLEOH DVVHWYV

%LRORJLFDO DVVHWYV o

L QYHQWRULHV

/HDVH OLDELOLWLHV

1HW LQYHVWPHQW LQ VXEOHDVH o o]

2WKHU
1HW WD[ OLDELOLWLHV DVVHWYV

1RQ FDSLWDO ORVVHYV

3URSHUW\ SODQW DQG HTXLSPHQW

,QWDQJLEOHYV
%LRORJLFDO DVVHWYV

L QYHQWRULHV

/HDVH OLDELOLWLHV

1HW LQYHVWPHQW LQ VXEOHDVH
2WKHU

1HW WD[ OLDELOLWLHV

$V DBWMSWHPEHU WKH &RPSDQ\ KD\6HSWHPEHU

6(37(0%(5

1(7 %$/$1&( B(&2*1,=(" ,11(7 %$/$1&(

352),7 25 6(37(0%(5

/1266

6] (]

QRQ FDSLWDO ORVV FDUU!

DYDLODEOH WR RIIVHW IXWXUH WD[DEOH LQFRPH LQ &DQDGD ZKLFK EHJLQ WR H[SLL

7KH &RPSDQ\ UHFRJQL]JHV WD[ EHQHILWY RQ ORVVHV RU RWKHU GHGXFWLEOH DPRXC
GHIHUUHG WD[ DVVHWY KDV EHHQ PHW 7KH &RPSDQ\ V XQUHFRJQL]JHG GHGXFWLEOF
ZKLFK QR GHIHUUHG WD[ DVVHW LV UHFRJQL]J]HG FRQVLVW RI WKH IROORZLQJ DPRXQ'

&2162/,'$7('),1$1&,$/ 67$7(0(176)25 7<($5 (1'("
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'"HGXFWLEOH WHPSRUDU\ GLIIHUHQFHYV
7D[ ORVVHV

352'8&7 '(9(/230(17 &2//$%25%$7,21

2Q ODUFK LQ FRQMXQFWLRQ ZLWK WKH VWUDWHJILF LQYHVWPHQW UHFHLYHG
LQWR WKH 3'& $JUHHPHQW SXUVXDQW WR ZKLFK WKH &R( ZDV HVWDEOLVKHG WR IR
SURGXFWV ZLWK DQ LQLWLDO IRFXV RQ &%' 7KH &R( LV ORFDWHG DW WKH &RPSDQ\>
,QF KROGV WKH +HDOWK &DQDGD OLFHQVHV UHTXLUHG WR FRQGXFW UHVHDUEFK
SURGXFWV %RWK FRPSDQLHVY DUH FRQWULEXWLQJ VFLHQWLVWY UHVHDUFKHUV DQ
VWHHULQJ FRPPLWWHH FRQVLVWLQJ RI DQ HTXDO QXPEHU RI VHQLRU PHPEHUV IlUI
$IJUHHPHQW ERWK WKH &RPSDQ\ DQG %$7 KDYH DFFHVV WR FHUWDLQ RI HDFK RW
FHUWDLQ OLPLWDWLRQV KDYH WKH ULJKW WR LQGHSHQGHQWO\ JOREDOO\ FRPPHL
&R( SXUVXDQW WR WKH 3'& $JUHHPHQW

3XUVXDQW WR WKH WHUPV RI WKHRB'W KH LKNMHYVQWPHQW SURFHHGYV ZHUH UHVHUYHG L
VDWLVI\ FHUWDLQ RI WKH &RPSDQ\xV IXWXUH REOLJDWLRQV XQGHU WKH 3'& $JUHHF
REOLJDWLRQV XQGHU D PXWXDOO\ DJUHHG LQLWLDO EXGJHW IRU WKH &R( &RVWYV |
DQG %$7 %DODQFHV DUH WUDQVIHUUHG IURP UHVWULFWHG FDVK WR WKH &RPSI
H[SHQGLWXUHYV DUH SHULRGLFDOO\ UHFRQFLOHG DQG D SSHSBSRWHIRCEHAIKHLEDODQFH LQ
6HSWHPEHU

7KH &R( LV DFFRXQWHG IRU DV D MRLQW RSHUDWLRQ Rl WKH FRVWYV LQFXVU® MG 7E
7KH &RPSDQ\ UHFRJQL]HG LWV VKDUH RI WKH H[SHQVHV LQFXUUHG E\ WKH &R( LQ
FRPSUHKHQ XQGHU 5HVHDUFK DC )RU \HI HQC6HSWHPEHU 6HSWHPEHU

RI HI[SHQVHY KDYH EHKH VWDWHPHQWY RIFRPSUHKHQ 'VYIHQGRVV

$&48,6,7,21 2) 68%6,',$5,(6

L $FTXLVLWLRQ RI ORWLI

2Q 'HFHPEHU WKH &RPSDQ\RDPFMKHUWGXHG DQG RXWVWDQGLQJ VKDUHV RI ORW
YDSH DQG LQIXVHG SUH UROO FDWHJRULHV EDFNHG E\ D SRUWIROLR RIPVWQIRRYY R:
7KLV LQFOXBHGOL®FDVK DBGOORRWKH &RPSDQ\ V FRPPRQ VKDUHV SULFHG EDVHG
YROXPH ZHLJKWHG DYHUDJH SULFHQ ®D:6BLWIRQ ORWLI V IRUPHU VKDUHKROGHUV
DGGLWLRQDO FRQWLQJHQW LKRROSBRA@BHUMD WORYKRI &RPSDQ\ V FRPPRQ VKDUHV FRQG!
DFKLHYLQJ D SULFH SHU VKD SH W [FKMHGHL QEDVHG RQ WKH UROOLQJ WUDGLQJ GD\
PRQWKVY RI WKH GDWH Rl WKH WUDQVDFWLRQ

7KH &RPSDQ\ HOHFWHG QRW WR DSSO\ WKH RSWLRQDO FRQFHQWUDWLRQ WHVW D(
RXWSXWV DQG VXEVWDQWLYH SURFHVVHV ,QFOXGHG LQ WKH LGHQWLILDEOH DV\
DFTXLVLWLRQ RI ORWLI DUH LQSXWV SURGXFWLRQ HTXLSPHQW PDQXIDFWXULQJ IDF
RUJDQL]JHG ZRUNIRUFH 7KH &RPSDQ\ KDV GHWHUPLQHG WKDW WRJHWKHU WKH DFTX
WKH DELOLW\ WR FUHDWH UHYHQXH 7KH &RPSDQ\ KDV FRQFOXGHG WKDW WKH DFTXI

(TXLW\ LQVWUXPHQWY LVVXHG

7KH IDLU YDOXH RI VMRRPRQ 6KDUHV LVVXHGERVHMG RQ WKH 76; OLVWHGS\HKD VKD3JUHL F I
Rl WKH &RPSDQ\ DW WKH FORVLQJ RQ '"HFHPEHU 7KH QXPEHU RI &RPPRQ 6KDU
WRWDO VKDUH FRQVRICHUDNOERQ WIKH VKDUH SXUFKDVH DJUHHPHQW E\ WKH GD\ Y
OLVWHG VKDUH SWFHFRGLQJ WKH FORVLQJ GDWH

$FTXLVLWLRQ FRVWYV
7KH &RPSDQ\ LOQFXUUBM@®FTXLVLWLRQ UHODWHG FRVWYV IRU OHJDO IHHV ZQ® GXH
UHFRUGHG LQ WKH VWDWHPHQW RI RSHUDWLRRYVDEDLE EWR P U HKG QVLY KDWRIVIVV \ZKD Q Hi

$VVHWYV DFTXLUHG DQG OLDELOLWLHYV DVVXPHG
7KH IROORZLQJ WDEOH VXPPDUH]HRI PLQILRIE PRAIQWVWHWY DFTXLUHG DQG OLDELOL
DFTXLVLWLRQ

)$,5 9$/8( 21
$8&48,6,7,21

$VVHWYV
$FFRXQWY DQG RWKHU UHFHLYDEOH
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&DVK
,QYHQWRULHV

3URSHUW\ SODQW DQG HTXLSPHQW
5LJKW RI XVH DVVHWYV

,QWDQJLEOH DVVHWYV

3UHSDLG H[SHQVHV DQG GHSRVLWYV
7RWDO DVVHWYV

/ILDELOLWLHYV

$FFRXQWYVY SD\DEOH DQG DFFUXHG OLDELOLWLHYV
/HDVH OLDELOLW\

2WKHU OLDELOLWLHYV

/IRDQ SD\DEOH

'"HIHUUHG LQFRPH WD[HV

7TRWDO OLDELOLWLHYV

7TRWDO LGHQWLILDEOH QHW DVVHWY DW IDLU
YDOXH

&RQVLGHUDWLRQ WUDQVIHUUHG
&DVK FRQVLGHUDWLRQ

(TXLW\ LQVWUXPHQ&RPPRQ
6KDUHV

&RQWLQJHQW FRQVLGHUDWLRQ
6HWWOHPHQW RI SUH DFTXLVLWLRQ UHODWLRQVKLS
'RUNLQJ FDSLWDO DGMXVWPHQW

*RRGZLOO DULVLQJ RQ DFTXLVLWLRQ

*RRGZLOO DULVLQJ IURP WKH DFTXLVLWLRQ UHSUHVHQWY WKH H[SHFWHG V\QHUJLH
GR QRW TXDOLI\ IRU VHSDUDWH UHFRJQLWLRQ 1RQH RI WKH JRRGZLOO UHFRJQL]H
GHIHUUHG WD[ OLDELOLW\ PDLQO\ FRPSULVHV WKH WD[ HIIHFW RI WKH DFFHOHUDWF
DVVHWYV

&RQWLQJHQW &RQVLGHUDWLRQ
$V BWSWHPEHU WKH &RPSDQ\ UHYDOXHG WKH FRQWLQJHQW FRQVLGHUDILIQRQMMR D
\HI HQG6HSWHPEHU D GHFUHDVH LQ IDLU YZOXDWHRRY ®RU]JFRQVROLGDWHG VWDWHI
RSHUDWLFRPSUHKHQVLYH ORVV

2Q $suULO ORWLI ZLWK 2UJDQUBQBPFRFWLQXHG DV D VLQJOH FRUSRUDWLRQ XQ
,QF ULRU WR WKH DPDOJDPDWLRQLQRWRN WV RHWWUHIOEM B LQFRPH WR WKH FR
UHVXOWYV I WKH DFTXLVLWLRQ KDG RFFXUUHG RQ 2FWREHU PDQDJHPHQW HV
PRQWKYV HQGHG 6HSWHPEHU ZRXOG KDYH EMHGM® MBRGYURQILEBEDWHHEG QHW ORVV Z
DSSUR[LPDWHO\

LLSFTXLVLWLRQ RI &3/

2Q ODUFK WKH &RPSDQ\ RETWKBHGYVVXHG DQG RXWVWDQGLQJ VKDUHV RI &:

RSHUDWLQJ LQ WKH 7+& DQG KHPS GHULYHG 7+& EHYHUDJH FDWHJRULHV VXSSRUWH

FRQVLGHUDWLRQLERQJIJLQDO &RQVLGHUDWLRQ &3/ V IRUPHU VKDUHKROGHUV WKH
PLOAQIKRORQWLQIJHQW FRQVLGHUDWLRQ VXEMHFW WR DFKLHYHPHQW RI FHUWDLQ

7KH &RPSDQ\ HOHFWHG QRW WR DSSO\ WKH RSWLRQDO FRQFHQWUDWLRQ WHVW D
RXWSXWV DQG VXEVWDQWLYH SURFHVVHV ,QFOXGHG LQ WKH LGHQWLILDEOH DV\
DFTXLVLWLRQ RI &3/ DUH LQSXWV I|IRUPXODWLRQYV GLVWULEXWRU UHODWLRQVK
GHWHUPLQHG WKDW WKH DFTXLUHG LQSXWV DQG SURFHVVHV FROOHFWLYHO\ UHS
JHQHUDWLQJ UHYHQXH $V VXFK WKH &RPSDQ\ KDV FRQFOXGHG WKDW WKH DFTXLUFL

$FTXLVLWLRQ FRVWYV
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7KH &RPSDQ\ LOQFXUYWHWETXLVLWLRQ UHODWHG FRVWYV IRU OHJDO IHHV DQG GXH GL(
FRQVROMMNDMNMHHGPHQWY RI RSHUDWLRQV DQG FRPSUHKHQVLYH ORVYV

$VVHWYV DFTXLUHG DQG OLDELOLWLHYV DVVXPHG

%HFDXVH WKH WUDQVDFWLRQ ZDV FORVHG RQ WKH ODVW GD\ RI WKH UHSRUWLQJ S
DFFRXQWLQJ LQFOXGLQJ GHWHUPLQDWLRQ RI DKH IRQD® Z2RUNWRE G B S\LXPPD WDLG MY\
SURYLVLRQDO UHFRJQLWLRQ RI DVVHWY DFTXLUHG DQG OLDELOLWLHY DVVXPHG DW

)$,5 9%/8( 21
$&48,6,7,21

$VVHWYV

$FFRXQWYV DQG RWKHU UHFHLYDEOH
&DVK

,QYHQWRULHV

,QWDQJLEOH DVVHWYV

3UHSDLG H[SHQVHV DQG GHSRVLWYV
7RWDO DVVHWYV

/ILDELOLWLHYV

$FFRXQWY SD\DEOH DQG DFFUXHG OLDELOLWLHYV
'"HIHUUHG LQFRPH WD[HV

7TRWDO OLDELOLWLHYV

7TRWDO LGHQWLILDEOH QHW DVVHWY DW IDLU YDOXH

&RQVLGHUDWLRQ WUDQVIHUUHG
&DVK FRQVLGHUDWLRQ
&RQWLQJHQW FRQVLGHUDWLRQ
'"HIHUUHG FRQVLGHUDWLRQ
"RUNLQJ FDSLWDO DGMXVWPHQW

*RRGZLOO DULVLQJ RQ DFTXLVLWLRQ

*RRGZLOO DULVLQJ IURP WKH DFTXLVLWLRQ UHSUHVHQWY WKH H[SHFWHG V\QHUJLH
GR QRW TXDOLI\ IRU VHSDUDWH UHFRJQLWLRQ 1RQH RI WKH JRRGZLOO UHFRJQL]H
GHIHUUHG WD[ OLDELOLW\ PDLQO\ FRPSULVHV WKH WD[ HIITHFW RI WKH DFFHOHUDWF
DVVHWYV

&RQWLQJHQW &RQVLGHUDWLRQ
7KH DFTXLVLWLRQ Rl &3/ LQFOXGHV WKH IROORZLQJ PLOHVWRQH DQG HDUQRXW SD\F

OLOHVWRQH 3D\PHQWYV
D ,1 RQ RU EHIRUH -XQH &3/ DFKLHYHV FXPXOPMWLAUHR BDIOMHW &R 6 DKH PH BHW
EHYHUDJH EXVLQHVV WKH &RPSD@I WKIOKD @G HOULWKU® RI WKH DFKLHYHPHQW RI V
6HOOHU D PLOHVWRQH SD\PHQW )LUVWPQLICOHEMWAPRIH W WL DQQW KHHU DRPIRIXRPM RILD W H O\
WR DQ DFFRXQW GHVLIJQDWHG E\ WKH 6HOOHU &3/ GLG QRW DFKLHYH WKH VSHEF
DQG WKHUHIRUH QR PLOHVWRQH SD\PHQW ZDV LQFXUUHG DQG

E ,1 RQ RUEHIRUH 6HSWHPEHU &3/ DFKLHYHV FXFPXOUR®LYW W B GH K RRP D & HQJI
EHYHUDJH EXVLQHVV WKH &RPSD@I WKIOKD @G HOULWKU® RI WKH DFKLHYHPHQW RI V
6HOOHU D PLOHVWRQH SD\PHQW 6HFRQG PLOMMWARQH W.WDQYYKH D AR XPWHILDW
IXQGVY WR DQ DFFRXQW GHVLIJQDWHG E\ WKH 6HOOHU &3/ GLG QRW DFKLHYH WK
GDWH DQG WKHUHIRUH QR PLOHVWRQH SD\PHQW ZDV LQFXUUHG

(DUQRXW 3D\PHQWYV

D 7KH ILUVW HOLJLEOH HDUQRXW SD\PHQW U)LUVW (DUQRXWU LI DSSOLFDEOH
RQ WLPHV WKH WUDLOLQJ WZHOYH PRQWKYV QHW UDHWYXBQW R REGN\SMBGHHRIEDHAIL R |
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GDWH LQFOXGLQJ WKH 2ULJLQDO &RQVLGHUDWLRQ )LUVW OLOHVWRQH DQG 6H
EH SDLGLQ FDVK DQ® WKH &RPSDQ\ V &RPPRQ 6KDRDYGNVSEY OEFHG VWKH BOM SULRU
VHWWOHP HHSWHP BMU WKH &RPSDQ\ H[SHFWV WR SDRFLDBSEBRERJLRB WIHOKW (DUQR?
WKLV DPRXQW LV LQFOXGHG LQ WKH RWKHU FXUUHQW OLDELOLWLHV DQG

E 7KH VHFRQG HOLJLEOH HDUQRXW SD\PHQW UB6HFRQG (DUQRXWU LI DSSOLFDEO
RQ WLPHV WKH WUDLOLQJ WZHOYH PRQWKV QHW UHYHQXH WR 6HSWHPEHU
GDWH LQFOXGLQJ WKH 2ULJLQDO &RQVLGHUDWLRQ )LUVW OLOHVWRQH 6HFR
(DUQRXW LI DSSOLFDEOHMQLNWNDWR BE®RREGWIKEH &RPSDQ\ V &RPPRQ 6KDWHDW&BULFHG L
9:$3 WKH GD\ SULRU WR VHWWOHPHQW

$V DW WKH DFTXLVLWLRQ GDWH WKH IDLU YDOXH RI WKH &R QWJ\Q B3 W HFREHWL GH U L

WKH &RQWLQJIJHQW &RQVLGHUDWLRRUZQV\®I HQ GWSBISSWWIREH U WKH &RPSDQ\
UHFRJQL]HG D GHFUHDVH LQ IDLQ WRBXHRQVR® IRGDWHG VW D WHRFPSQW K HRQJ VR ZBTH UDRWL\F
WKH WRWDO FRQWLQJHQWLVRIQQHGHWHD LRQWKH RWKHU FXUUHQW OLDELOLWLHV DC
RWKHU ORQJ WHUP OLDELOLWLHYV

23(5%$7,1* 6(*0(176
$Q RSHUDWLQJ VHIJPHQW LV D FRPSRQHQW RI WKH &RPSDQ\ IRU ZKLFK GLVFUHW!
RSHUDWLQJ UHVXOWY DUH UHJXODUO\ UHYLHZHG E\ WKH &RPSDQ\ V FKLHI RSHUDWL
WR EH DOORFDWHG WR WKH VHIJPHQW DQG DVVHVV LWV SHUIRUPDQFH DQG WKDW
UHYHQXH DQG LQFXKXH RBPRNVOIYVRROR XKHYWDWLQJ VHIPHQW

&203$5%$7,9( ),*85(6

&HUWDLQ UHFODVVLILFDWLRQV KDYH EHHQ PDGH WR WKH SULRU SHULRGV FRPSDUI
SHULRG ILQDQFLDO VWDWHPHQWY QRQH RI WKH UHFODVVLILFDWLRQV UHVXOW LQ D

&2162/,'$7('),1$1&,$/ 67$7(0(176)25 7<($5 (1'(' 6(37(0%(5 $1°
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