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/UDFHDELOLW\ PLOHVWRQH RYHId g [PkQQLKQjEdrEkR lghuhmf hlo 'bs sggntfg o°gsmdqgrghor "mc

IDUPV PDSSHG PHHWLQJ (8'5 WURKEHWBEMOLW\kpv FrRowLOXHG WR wHVW wkH THTIDY n$RA M, wkn JorEDO

UHTXLUHPHQWY DQG VHWWLQJ DFRHRL BEFQFRRARD OUWH VHFWRU ZLWK RQJRLQJ BKH FHROR QDMUMD WU WWEBROWVKILGIM @8 KDYH ZLWK RXU FX\
\LQJ FRQGLWLRQV FOLPDWH LQGXFHG FURS GEHODWHVKE REDUWZAQRXU VXVWDLQDELOLW\ LPSDFW ,(
IRU VXSSOV FKDLQ WUDQVSDUHQEEFHUWDLQW\ DURXQG SROLF\ GULYHQ VXVWDLQD BEAM R P IBRE BWeRUEHR WKEORX W FRFRD IDUPHUV

Q/EIb\I/@\/\{yIBQNR 6WDNHKROYGHUWDELZKIMWIHRSOHRYHUQDQFHX)' *5, D HSRUBROLFLHYV

JDUPHUYV FRFRD IDUPHUYV LQ RXKLW X5 BEYH UHPDLQHG IRFXVHG RQ RXU FRUHDERYRH UWKH SHOHYMUYIAAIQH RQH \HDW DK HID\G RH WKW Wt
FKDLQ OLIWHG DERYH WKH SRYHUWP-IFPE HKLJK TXDOLWY DQG WDLORUHG VXVWRKQNEHDYHW VRIOWD RRIVHWRPHHNMWPDUNV D VLIQLILFDQ
WKH QHHGV RI RXU FXVWRPHUYV IRUZDUG EXW LW KW HQGIURKRIRXJIK LQLWLDWLYHV VXFK
SHJHQHUDWLRQ ODXQFK RI DVVLVWﬁG QDWXUDO KDUYHVW LQWHUYHQWLRQV ZH DUH EXLOGLQJ PRGHOV
UHJHQHUDWLRQ LQLWLDWLYH LQFRfsgMHs Gfthy RMdHnngchm ™ sdc ok ™ m en qvigwPr Akihabm wdk FRFRD IDUPHU OLYHOLKRRGYV
FRYHULQJ RYHU KHFWDUHVY 1pYLIDWLQJ D YRODWLOH HQYLURQPHQW UHTXLU7|—,V\5IF§@|¥\%NEB Uﬁ/%ﬁ'U?{\P%ﬁUHF[SDQGHG RXU DJURIRUHVWL

B HI?G%LSQ/\FWV LQ DVVLVWHG QD
Vv I%QJRLQJ FRPPLWPHQW W

bg\/&/R IDUPLQJ 7KHVH HIIF
Y DQG WKH HVWDEOLVKI

)XWXUH )DUPLQJ .QLWLDWLYH GRYEOHEIRRIRDY 0 200 napansins uiieQhie Ui REtibng
VHHGOLQJ SURGXPWQBRDRWYR

FULVLY LW LV D SURDFWLYH DSSURDFK WR OHDGVL
&DUERQ UHPRYDOV LQFUHVD&H(H VKRSLQJ WKH IXWXUH RI FRFRD DQG FKRFRODWH DUOOV\\YHHPV O DGGLWLF

Q)
WRQU H
GULYHQ E\ RXU DJUR|RUH\9HWVV5J‘XK$'BJWXVL9'DD|9 oo e Y EW ER LR WG WIPEI\#U—I_}IP/VP/ %DIRUHQV% Vl._\JI/%EIVHFWLRQ PQLWLDWLYHV DFL
| P

an|

IULFD “7KH SDWK IRUZDUG LV FOHDU SROL
+XPDQ ULJKWYV LPSOHPHQWDWLRQYRIWERRPWP XM MPRUH PROH\ LO WKH KDOGV R

\/ ROPH O VWHZDUGVKLS ,0Q0 SDU
6\VWHPV 6WUHQJWKHQLQJ PRGHOQOQHQLRLHPAYHY LQ WKH YDOXH FKDLQ DQG Vv X s 9B UW "t?l—l](s;%% \}\?vgq:}w%LLR’KD@%\IEPGD EROWLOXL O W?{ UR
Gi YRLUH *KDOD &GO WL@\IXJ;\%\%SHFLHV 7KHVH DUH QRW MXVW RSHUDWL%@%ﬁ@‘@DQ?HV WEMMLE H VRLUH *KDOD DOG 1LIHUL
u, Q ® HROQL XUDO VKLIWV DQG WKH\ UHTXLUH FRRUG%%\SV\FI—IERDGFIV\PILR Q AIW G W X Q Q
UHPHGLDWLRQ RI FDVHV RI FKsWwOG@IUDPHZRUNY DUH JXLGLQJ RXU ZRUN VWDUQNLKd'j_IEtIVF\)/IﬂQ&V%\V/V IE'[?,'?IFRWURHXU FRQWLQXHG SURJUHVYV ¥
ODERU ZKHUH ZH DUH TXDQWLI\LQJ WKH WUXH FRVW RI e QW 9FbFPUFBGSH5%QCRIL\5VkRQV DQG FKDOOHQJLQJ EXILC

VLIQLILFDQWO\ LPSDFWHG VRPH RI RXU YROXPH UHODW
XQGHUVFRUHV WKH LPSRUWDQFH RI RXU ORQJ WHUP DS
UHLQIRUFHV RXU FRPPLWPHQW WR EXLOGLQJ UHVLOLHC
YDOXH FKDLQ

\LHOGLQJ GHIRUHVWDWHRWRUHH FRFRD
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Xb khmf mc dwo mchmf ntg e glhmf rnktshnmr
ongsenkhn

Q ZH FRQWLQXHG WR EXLOG RQ RXU SRUWIROLR RI IDUPLQJ
VROXWLRQV 2XU )XWXUH )DUPLQJ ,QLWLDWLYH )), LQ %DKLD %UD]JLO LV
VHWWLQJ QHZ EHQFKPDUNV IRU VFDODEOH UHOLDEOH DQG KLJK WHFK FRFRD
IDUPLQJ 7KLV \HDU ZH GRXEOHG VHHGOLQJ SURGXFWLRQ WR PLOOLRQ DQG
H[SDQGHG RXU H[SHUW RQ WKH JURXQG WHDP EULQJLQJ WRJHWKHU GHHS
FDSDELOLWLHV LQ SODQWLQJ GHVLJQ DXWRPDWLRQ DQG VXVWDLQDELOLW\
7KLV \HDUGV SURJUHVV KDV RQO\ EHHQ PDGH SRVVLEOH E\ WKH GHGLFDWLRQ
H[SHUWLVH DQG KDUG ZRUN RI RXU %DUU\ &DOOHEDXW FROOHDJXHV 7KHLU
FRPPLWPHQW DORQJVLGH WKH VXSSRUW RI RXU FXVWRPHUV DQG SDUWQHUV
FRQWLQXHV WR SRZHU RXU WUDQVIRUPDWLRQ DQG LPSDFW $V ZH DSSURDFK
WKH WHIIBLOHVWRQH R R&KIR FRUDNWHKID WHJ\ LQ ez R

ZH UHPDLQ FRPPLWWHG WR LWV IRXU SLOODUV 3URVSHULQJ &K LHI ([HEXWLYH 211LFHU
J)DUPHUV +XPDQ 5LJKWV 7KULYLQJ 1DWXUH DQG 6XVWDLQDEOH
,QJUHGLHQWV $W WKH KHDUW RI WKLV UHSRUW \RX ZLOO ILQG RXU RUHYHU
&KRFRODWH SURJUHVV UHLQIRUFHG E\ GHHSHU LQVLJKWVY LQWR KRZ ZH DUH
EXLOGLQJ UHVLOLHQFH DFURVV RXU VXSSO\ FKDLQ
'H DUH SURXG WR EH OHDGLQJ WKLV WUDQVIRUPDWLRQ DQG ZH DUH JUDWHIXO
IRU \RXU FRQWLQXHG SDUWQHUVKLS DQG WUXVW 'R QRW KHVLWDWH WR JHW LQ
WRXFK ZLWK %DUU\ & DOOHEDXW LI \RX KDYH DQ\ VXJIJHVWLRQV RU
FRPPHQWY RQ RXU HIIRUWYV
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TZWXZXYFEFNSFGOI @ NS A

FORE ER

2008 201 2012 2013 2014 2015 2016 CHOCOLATE
,QWURGXFWLRQ RI \HOWHG WKH i J)LUVW GHGLFDWHGHFRJQL]HG DV 6FRSH HPLVVLRQV (VWDEOLVKPHQW RI i /DXQFK RI )RUHYHU &KRFRODWH
HQYLURQPHQWDO WDERMQGWDEOH RI 6XVWDLQDELOLW)\ Wé6DS\RWBM. QDEOH UHSRUWHG IRUPDOO\WKH &RFRD +RUL]JRQV RXU SODQ WR PDNH VXVWDLQDEOH

UHGXFWLRQ LQ *+*¢XVWDLQDEOH 3DOP SXEOLVKHG 6WDQGDUG 6HWWHUpPLQbRXU VXVWDLQDELXRMWO\GDWLRQ FKRFRODWH WKH QRUP E\
HPLVVLRQV IURP RXU2LO 5632 i &RPPHQFHPHQW RIE\ WKH 5DLQIRUHVW GLVFORVXUHV
IDFWRULHV DQG VKDUH &RFRD +RUL]JRQV $OOLDQFH . U ,QFOXGHG LQ WKH 6;,
RI UHQHZDEOH HQHUJ\ E\

6ZLW]HUODQG 6XVWDLQDELOLW\ p
ERWK DFKLHYHG LQGH[ UHFRJQL]JLQJ WKH PRVW
VXVWDLQDEOH OLVWHG FRPSDQLHYV
LQ 6ZLW]HUODQG

2021 2020 2019 2018 2017
3DUWQHUVKLS ZLWK WKH 6HBEBVDORU &KDQJH LQLWLDWILYNWW FRPSDQ\ FHUWLILHG E\3XEOLVKHG ILUVW PDWHUL®OQIGMW\QJ PHPEHU RI &RFRD
,QVWLWXWH Rl THFKQRORDYDUGHG DW WKH HGLH 6XVWDLQ&(57 IRU FDUERQ DVVHVVPHQW WR LGHQWLYRDIQWGWb,QLWLDWLYH &), D SXEOLF SULYDWH
=XULFKb (7+ WR DSSO\ $,6XQ®&DLQDELOLW\ /HDGHUV UHPRYDOVbYLDbDJURIRUHVWUSULRULWL]H NH\ (6* WRSLFYUWQHUVKLS WR HQG GHIRUHVWDWLRQ DQG
UHPRWH VHQVLQJ IRU $ZDUGVDbIRU HPSOR\HH GULY&ER IRXQGLQJ RI WKH 6XVWDLQIXEE®OHFDWLRQ RI ILUVW )FSLUJ}FR?}RLWH IRUHVW UHVWRUDWLRQ LQ *KDQD
DGYDQFHG GHIRUHVWDWLIRREDFW RQ IDUPHU OLYHOLKERERFRMQOXW 5RXQGWDEOH ZLWK &KRFRODWH WKLUG SDUWPQGb&YWH GGOG,YRLUH
PRQLWRULQJ DQG HQYLURQPHQWDO SURWGHFIWNVNBLROHHQ ,QYHVW $VLD DXGLWHGbSURJUHVV UHS ‘/ S
0 6LJQDWRU\ RI WKH 81 i )RUHYHU &KRFRODWH UDQNHG % World Gocoa
‘RPHQ V (PSRZHUPHQW VXVWDLQDELOLW\ VWUDWHI\ LQ SDFNDJHG
BULQFLSOHV IRRGV E\ 6XVWDLQDO\WLFV
2022 2023 2024 2025
U :KROH)UXLW &KRFRODWH ZLQV 1DWLRQDO &RIHHBPWERQPBEBYNG WR )RUHYHU U 3XEOLFDWLR®WI=RDUR U FRFRD IDUPHUV LQ RXU VXSSO\
$VVRFLDWLRQ ,QQRYDWLRQ $ZDUG &KRFRODWH ZLWK XSGDWHG WDUJHWV5RMGPDSEQFOXGLQJ UH FRPPLWPHQW FKDLQ DUH QRZ DERYH WKH SRYHUW\ OLQH
U (VWDEOLVKPHQW RI )DUP RI WKH )XWXUH (FXb@&® EH\RQG WR 6%7L)RILWMKW /DQG DQG U &RPSOHWLRQ RI PDSSLQJ IRU RYHU
U /DXQFK Rl &DOOHEDXW 1:7 SODQW EDVIHB@XEOLFDWLR@LRVHNKHBBUFRFRD $JULFXOWXUH ODQG EDVHG HPLVVLRQV PLOOLRQ FRFRD IDUPV PHHWLQJ WKH
FKREFRODWH IDUPLQJ RXWOLQLQJ GDWD GULYHQ VRDX& URIBRYEZFOVDQG XSGDWHG WUDFHDELOLW\ VWDQGDUGYV VHW E\ WKH
i 5SHFRJQL]HG RQ WKH &'3 )RUHVWV $ oLVW IRVWBRBE@YIVHK SRYHUWN DQG WUDQVIRUP FRARDUJHWYV (8'5 DQG HVWDEOLVKLQJ D QHZ
LQ FRUSRUDWH WUDQVSDUHQF\ H[FHOOHQFHIY HRYHRW VY& ULFD U /DXQFK RI WKH )XWXUH )DUPLQJ LQGXVWU\ EHQFKPDUN IRU VXSSO\ FKDLQ
OHDGHUVKLS OHYHO LQ &'3 6XSSOLHU (QJDJHPHQW 5DWLQJ ,QLWLDWLYH )), LQ %UD]LO WUDQVSDUHQF\ DQG DFFRXQWDELOLW\


https://www.barry-callebaut.com/en/about-us/media/news-stories/barry-callebaut-releases-report-key-findings-cocoa-farming-cote-ivoire
https://www.barry-callebaut.com/en/about-us/media/news-stories/barry-callebaut-presents-roadmap-decarbonize-its-value-chain-and-become
https://www.barry-callebaut.com/en/about-us/media/news-stories/barry-callebaut-presents-roadmap-decarbonize-its-value-chain-and-become
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$ORQJIJVLGH FRQWLQXHG SURJUHVV WRUHYGEH RXKRREAODMWWH KDV UHPDLQHG, WRRHVODLOAWHRBWOYH DFKLHYHG IXOO0 W

&KRFRODWH DPELWLRQV ZH KDYH H[EDQIBGE RRARXBRARXQGLQJ SLOODUV BLDNRK OHHYIHIDI IRU DOO FRFRD YROXPHYV
7KLV UHSRUW FRYHUV %DUU\ &DOOHBDKIWIMVY&EDO \HDU LQFOXGLQJ QHZ YMURHWW LYXHPD QB LIKWY 7KULYLQJ 1LIIRWXWKH DROBRSHDQ PDUNHW WKH ZR

SHUIRUPDQFH DQG SURKHHVIVWVRWHWFDOURIRUHVWU\ FRFRD GLVHDVH PDQBIMWHQQYDBOOMLQIJUHGLHQWY 7KHVH FFRKFRORRDDWBHPOHMRWW KRU LQGLUHFWO
\HD U D \HDU PDUNHG E\ XQSUHGHRBMHQWHKEOG ODERU PLWLIJDWLRQ NHOQGVBBVHDOD UBK QMRLILHG E\ RXU VWDANHHKROG RQVRKIWD VRSB OLHUY DQG DUH
FKDOOHQ@WHKWH JGRERDQG FKRFRODWHTXDQWLI\ WKH FRVW RI VHFWRU ZLGHMMWBOVDRU WD WVR@EGYPRQWNVNQXH WRZLWK WKHP WR PHHW WKH VDPH ULJR
LOQGXVWHMSLWH WKLV RXU FRPPLWPHQWYWRH GG,YRLUH UHSUHVHQW WKH PRVW PDWHULDO LWWHYGCDRIWGRNYHRBESSO\ WR RXU RZQ GL
VXVWDLQDELOLW\ KDV UHPDLQHG XQZDYHULQJ YDOXH FKDLQ 7KLV ZRUN QRW RQO\ SUHSDUHG XV IR
'H DUH EXLOGLQJ RQ RXU SRUWIROLR?EI?2I AQPLRM qduhdv 8QLRQ "HIRUHVWDWLRQ 5SHIXODWLRQ

VROXWLRQV WKDW DUH LQQRYDWLYH UHOLDEOH DQG UHVLOLHQW UHJDUGOHVYV RI LMXW DPH/&RLQHIOHFW

WDLORUHG WR WKH QHHGV RI RxU PRHF¥¥WHHKWWRULE OHYHOV RI YROD\A(?E%O}AL/&:Q?/{(RQ\F@%H |I>gjdc > ohunsEKIOLHI WKDW WUDFHDELOLW\ LV IXQG

P H | FOLPDWH LQGXFHG
$QFKRUHG LQ RXU JRUHYHU &KRFRODWH STORYup'P RUKLY . ULIJRURXV VXVWDLQDEOH DQG WUDOQ
UHSRUW UHSUHVHQWYV D FRPSUHKHQ5555%5H5§L\QF§OF§|PHV DEE KLVWRULA BULRS kN T84 Intgmd X dmrt%mmﬁé DUH MWD QGLQJ RQ WKH VLGHO

RXU VWUDWHJILF UHVSROVH DQG UHIOHEWYRHYG VWHDGIDVW LQ RXU DPELWEEEK XxSWVhMVRH-hkhdmbd hr gHzdubh m@mdwLRQV MDRYHEKE®GLQJ

Nmsqgnctbshnm

GHWHUPLQDWLRQ WR OHDG V\VWHPLF WUb |F5)G<|5/[Y\<Nlﬂﬁggf\l73v H1H WKDW LQ Mh %@\‘EY{#VN@%P COEmEr mie IR T e W QORI STIRIDTE 2H DOE

S

P ZH KDYH HVVHG WKH VFDOL

WKH FRFRD DQG FKRFRODWH VXSSO\ FF§<%W§ 4 F PDNH LQIRUPHG UHVSRQVLEOH V
E VXVWDLQDELOLW\ DJHQGDV E\ VRPH RRygdosgomvdudg vd mddc San[: N O

LQVWLWXWLRQV DQG’IFLR\/USRIUIN\ANI{IR‘Q\I%[QL‘Vé-IQ]tq \Oan\bg b m VhSQI’S\mC "mc

Gx vngjhbmfkk ang shudkx vh%XKHQV&ESSQ/LEELS\,)\(V;IWSKUHRIJEVéC\;El;gxx@/RWQD§UQSDnELeC)tLSY\/t\q[)CIQ%nbn‘ ognctbKm@ighudg Hgnbnk sd athkchmf
’ epd@ g shnm ne d ' gkx “bshnm

btrsnldgr mc nsgdq rs jdgnkem@wH[{w RXU ORQJ WHUP vxvwDLQDguow\ Yghr gdrhkhdmbd |Ihm

"mc cqg 'vhmf nm sgd cddo dwodgsNfglQWY EHFRPH HYHQ PRUH Ykg%’hnﬁ?f?véﬂ‘('\%v\)’vd hmmnu sd hmH®rsRUHYHU &KRFRODWH ZDV ODXQF
WR DLOQWDLQ PRPHQWXP EXW WR OH GJKHUH RWKHUYV VXVWDLQDELOLW\ ODQGVFDSH ORRNH(

mc cdchb shnm ne ntq dloknxdd{yp¥W@ poc wr urpPbLG D wuxvwhHE §pREHuMEubNkk ang sd WUDFHDELOLW\ ZDV VWLOO LO LW
bnmshmtd sn ognlnsd onrhshuxivwiodie®agQH VROXWLRQV IUDJPHQWHG GDWD DQG OLPLWHG GLJ
vhcd bg mfd athkchmf gdrhkhdms (TXDOO\ SLYRWDO KDV EHHQ RXU ZRYR IR WHPFHPELRLWRH FRQFHSW RI O
. . $W WKH KHDUW RI RXU (6* VWUDWHJI\SYLRIV )RUHYHIUKDYH PDSSHG RYHU HBHO9PLBEREXW QRW \HW ZLGHO\ DGRS
e qlhmf rxrsdlr "mc rtookx bg& PhopwH RxU ORQJ WHUP FRPPLWPRHEPNWIDMRPY D PDMRU PLOHVWRQH "W KDWY W\ BRNLFRGY ZRXUD JURZLQJ FRQF
vghkrkrncdkhudghmf sno!pt kWsRNOLQJ WKH PRVW SUHVVLQJ LVVeH\H B Rk WRHRDV pWhis WUDQVSDUHQFR @& LHY KDG FRPPLWWHG WR IRUH
bnbn> “mc bgnbnk sd FKRFRODWH VXSSO\ FKDLQ 6LQFH LWWERF FRQRWWEROLW) :KDW GRHV WKLV §RBQONQFRYDPHFW LEHiXxODWRUN IUDPHZR



https://www.barry-callebaut.com/system/files/2023-11/Barry%20Callebaut%20Double%20Materiality%20Report%202023.pdf
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,PSDFW 5HSRUW

(8'5 ZHUH QRW SDUW RI WKH GLVFX
DFWLRQ GRPLQDWHG WKH DJHQGD
WRGD\ DQG WKH ODQGVFDSH KDV |
7UDFHDELOLW\ LV GHPDQGHG E\ FX
VWDNHKROGHUV )RUHVW SURWHFW
RSWLRQDO UDWKHU LW LV VHHOQ
HQVXUH WKULYLQJ HFRV\VWHPV DQ
DOLNH

2YHU WKH SDVW GHFDGH ZH KDYH
FRPPLWWHG WR RXU WDUJHWYV OLI
IDUPHUVY RXW RI SRYHUW\ FUHDWL
VXSSO\ FKDLQV WKDW QRW RQO\ SL
EXW DOVR UHVWRUH HFRV\VWHPV
EXVLQHVV WR UHDFK QHW JHUR JUF
HPLVVLRQV SURWHFWLQJ KXPDQ U
WKDW DOO LQJUHGLHQWY DUH VXV
WUDFHDEOH WR IDUP OHYHO 7KHV|
DVSLUDWLRQV WKH\ UHPDLQ PHDV
FRPPLWPHQWY WKDW JXLGH RXU Gl
RXU YLVLRQ DV D FRPSDQ\ <HW D)
ODQGVFDSH KDV HYROWRXAW ME&8SWRR
'H KDYH FRQWLQXRXVO\ UHILQHG R
VWUHQIJWKHQHG RXU GDWD V\VWHP
RXU UHVHDUFK WR HQVXUH RXU DS
UHPDLQ ERWK FUHRSERWI PQ G

Pdx ghfgkhfgsr hm ?2=?A0?B Q SDUDOOHO ZH FRQWLQXHG

,Q ZH FRQWLQXHG WR PDNH PHDVXGHEMILHG FKLOG ODERU FD

SURMMIDFURVYV DOO IRXW FBRIOPD DUV FKLOG ODERU FDVHV XQGHU U
DFKLHYHPHQWYV DW® KRUKOLJK ‘H YH UHILQHG RXU DSSURDEFK

:H UHDFKHG D PDMRU PLOHVWRQH LYRMNDLQDEOH VRXUFLQJ E\ IR
MRXUQH\ WRZDUG HQDEOLQJ D OLYLQRJIUGERMIRWY ZKHUH ZH KDYH
IRU FRFRD IDUPHUV D WRWDO RI LQIOXHQFH ,QVWHDG RI FRYH
FRFRD IDUPHUV LQ RXU VXSSO\ FKDL DUHERRWY ZH QRZ FRQFH
DERYH WKH SRYHUW\ OLQH HLJKW NH\ UDZ PDAVRHEFRIDD W\ JD
'H PDSSHG RYHU PLOOLRQ FRFRDGBYBY SDOP FRFRQXW VR\ Y
DV RI DFKLHYLQJ WKH OHYHO RIKDJHOQXWV  ZKLFK WRJHWKH
WUDFHDELOLW\ UHTXLUHG IRU (8'5 DQARVEBWWRYPD PDWHULDO YR(
D QHZ EHQFKPDUN IRU WUDQVSDUH@EDP Y RQ WKLYV QHZ PHWKRGH
DFFRXQWDELOLW) LQ RXU VXSSO\ FKDLQ RI WKH FRFRD DQG
‘H ODXQFKHG DQ DVVLVWHG QDWXUDKRFRODWH SURGXFWV ZH VR(
UHJHQHUDWLRQ $15 SLORW LQ &IWHIBW kliRHEHRU YHULILHG FRFR

ZLWK 5,620( DQG &,5%$' FRYHULQWU D GHHS GLYH LQWR RXU VXVW
KHFWDUHV DQG IDUPHUYV SURJUHVYVY DQG .3,V SOHDVH VHH

&DUERQ UHPRYDOV LQFUHDVHG FKDSWHURURIYHU &KRFRODWH

W&2 H GULYHI[ED QAKBR & X U

DJURIRUHVWU\ DSSURDFK

8QGHU RXU +XPDQ 5LJKWV SLOODU ZH
FROQWLQXHG RXU &RPPXQLW)\ 6\WWHPV
BWUHQJWKHQLQJ PRGHO LQ &TWH GG,YRLUH

*KDQD DQG 1LJHULD WR IRVWHU SURWHFWLYH
HQYLURQPHQWY IRU FKLOGUHQ E\ DGGUHVVLQJ
WKH URRW FDXVHV Rl FKLOG SURWHFWLRQ LVVXHV
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YMJ ZWLJISY STW MVIXNQNJISY HTHTF

7KH JOREDO DJULFXOWXUDO VHFWR USIWEGXFW PRXOWL@® PDQ\ SURGXFHU FRERBOQ WXSSBOVROWREGRD VLQFH HDUPRFRD PDUNHWYV DQG EXLOG D PRUH VXVWEL
ZDYH RI ULVNV B6HYHUDO LOQWHUFRQOBHWHWKHKDOSOUROIAWLRQ GHFOLQHVFKQUBNFNWHUIHF® E\ UHFRUG FRFRD SUHWHWIDHQ@®N JOREDO FRFRD YDOXH FKDLQ
KDYH HPHUJHG LQ UHFHQW \HDUV WK MW WRFERRYO \WIRH&TWH Gd,YRLUH DRGVVKPWQIFDRDIR\ORZ FRFRD VWRFNSLOHV 2Q WKH EDFN RI
YXOQHUDELOLW\ RI FRFRD FXOWLYDWRER@DSWUWH ¥ X30USPVW WKHLU PRVWRRURIGXFIGLEDORDANENY DQG VXSSO\Nmsdqudmshnmr sn athkc ~ bkhl's
WKURXJK WKH LPSDFWV RI FOLPDWH @PKDGIRIDMRQUHGXFHG \LHOGV 7KH IYRRQWILDOOVQW KU R X JKQWK H gdrhkhdms rtookx bg hm
IDUPV DQG GHFOLQLQJ SURGXFWLYLWRJLY® VWDOXEXVXYDHUY WR UHSODQWIH®N RRVR F RFRIDHYURBF@Y UHDFKHG DQ DOO WLPH KLJK LQ

k

FKDOOHQJHV IRU VPDOOKROGHUYV PDNH LW FKDOOHQJLQJ IRU VPDOOKROGHU FRUPHWAKIVNR SHU PHWULF WRQQH ¢n
&OLPDWH FKDQJH SRVHV RQH Rl WKHUFSWP @YHYKHBY IDUPV $W WKH VDP$OWKREKJRXARFROWMXWXUHV SULFHV GRFOIQRG §#Rimdqg shnm
WKUHDWV WR FXUUHQW FRFRD FXOWEXOWLKEVWRHEWREHNOYV LQ VHYHUDO $FRERDVSWHRFREKFAHUHOO DERYH WKHLU K5V W DB ETY Sy UROPHOWDO ULVNY DUH
ZLWK FRFRD IDUPHUV IDFLQJ D JURZIFEXRQYHMLEAWQRRWDPEO\ IXOO0 VXQ FRFRRLVXOROD'WWIR@QY¥HORBPHQW KDV %QB@%%EB?&&W@@, ELOLW\ DOG VXVWI
ULVLQJ WHP S HWDD W XUHMDEGE GHWVW DFEFRD WUHHV PRUH YXOQHUDEOH WRS WHRWVRUHFR\QVIRIREDO VXSSOV PDNLQQL LW RRUH .
DO FRD SURGXFWLRQ :H FRQGXFWH
GLVHDVH RXVREBKWDWKH SDVW GHFDGHOERPRG!T FKDQJH DQG LQFUHDVH WKHAKDOIG/NHRUVRLAWR VRXUFH LQJUHGLHQWY WKDW PHHW RXU- VELHOWLILF UHVF
IDUPHUV KDYH H[SHULHQFHG PRUH IUHRHRAR pIGD UHVXOW IDUP SURGXEWEXYW VLW RO IVQHOHE L O L W\ VWDQGDUg(iGmﬁ,I\\I,\},SDddR,V}Z,Q%%WHQWLDO EHQHILWV
LQWHQVH ZHDWKHU H[WUHPHV LQ PDWMRUOARARXKLOH WKH DUHDV ZKHUH WHKHRH LV VN VWDRE OHKH FRFRD DQG FKRERQRWH LRKRXEY o v LO RXU VRXUFLQJ F
SURGXFLQJ UHJLRQV QRWDEO\ LQ &1®WH SURGRNFIHLBREFRQWLQXH WR VKUEQOAO OLNHO\ LQWHQVLI\ DV FRFRD IQUPHUVRFR@\}Q\/H%GQZF%VKVLRQV RI RXU UHVH
*KDQD ZKLFK DUH UHVSRQVLEOH IRU&BBRBXLIGAN RWKHVH SK\WLFDO DQG IHPUHRQRHQWBOUDWLF ZHDWKHU DEE Y5 Ru KeHIBQVL%L JCHVSUHDG DSSOL
SHUFHOW RI WKH ZRUOG 0V XARFRD WKWDY DUH GHHS URRWHG VWUXFWXOBY FEDWOHIMWVH RXWEUHDNY DQG SIERR Rl MERRY W

Q RRJ PIYRERIHYWUL PRGHOV FDQ KHOS SURWHFV
WKH FRXUVH RI WKH ODVW WKUHH \HDHKVWE RWRVKRYFRQVWUDLQ VHFWR U VRIRGKIFRAQLW MR IDREAJRYH SURGXFWLYLWL FP%(EPUDWHL UEVREE Yk prwH VXVWDLQD
KDYH IDFHG D FRPELQDWLRQ RI SURGCFERIUNEQRWIKIW IRU JURZWK 7KLV ¥FOQQBWBERQGWAFIRQRPLF VKRFENV SURGXFWLR DOG EXLOG PRUH UHVLOLHO\
KLIJIKHU WKDQ QRUPDO WHPSHUDWXUHVSBBIGDPRVBWURQRXQFHG LQ UHJLRQNVKSH WYH QKB HFKIPGOMNH B8 PHYV IDFLQJ ng JOREDO I—QRFRI%H WLRODO DJURIRUHVYWL
I[UHTXHQW DQG VHYHUH SHVW LQIHVWbD®IRK)\FD\OG FUIRGMVKFK DV FRFRD VIHESWCRU\LDH MWL OXH WR XSKROG qus”\R/{fU HFSKEHF@W\/QZH (B LWSDWHG e LoRwW
RXWEUHDNV LQFOXGLRQRRRRXIWEIROOMRYNY WR ERWK OLYHOLKRRGV DQG ERRPGWE HI®RW PR IGVHAOLYHULQJ KLJK xSDOLFW\ Q Q

VI—&C‘% RQ DVVLVWHG QDWXUDAG
GU,YRLUH SDUWQHULQJ ZLW

YKHYRWEBQ SODQWLQI QHZ W

6KRRW 9LUXV &669 PDUNHWYV VXVWDLQDEOH LQJUHGLHQWY IRU RX

$
$JDLQVW WKH EDFNGURS RI FKDQJLQIKFOERPDXYWDWUYHIHIIHFW RI WKHVH URRUN WBED @ HYHWHGEH UHFRJQL]H WKH%
FRFRD IDUPV KDYH DOVR VWHDGLO\ ®I XQISWKHGI GIHHONEHG PDUNHW HQY LURQWPWMODMWQ HHU DFMH. RQ WR FRPEDW WK

=
=
=
sco
<3

o

'D\PRQG $ HW DO $ *OREDO 5HYLHZ RI &RFRD )DUPLQJ 6\VWHP
KWWSV 777 EDUU\ FDOOHEDXW FRP VA\VWHP ILOHYV %DUU\ &aDOOHEDXW *URXS +DOIl <HDU 5HVXOWYV )LVFDO <HDU B(1 SGI



https://www.icco.org/wp-content/uploads/Global-Review-of-Cocoa-Farming-Systems_Final.pdf
https://www.barry-callebaut.com/system/files/2025-04/Barry-Callebaut-Group-Half-Year-Results-Fiscal-Year%202024-25_EN.pdf
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HPSKDVL]HV VDIHJXDUGLQJ DQG QX UXNDWHKWE UHHWEDE®\WKH HDUO\ V RBBRD YDUGXHEWHNXHQW PRQLWRULQ J%D FRVILVUIMILHFRXQWU\ OHYHO LQVLJKWYV LQ\
HPHUJLQJ VHHGOLQJY DOUHDG\ SUHWDQMWVEBQHDGPUISQAG O\ WKURXJK :HVWZ$QQ AHJWIGG RYHU VHYHUDO \HDUV IDQBLERDONHRBEOV DQG RXWFRPHV WKH UHV
J)DUPHUV LQYROYHG LQ WKH LQLWLDWLWHKEX\QHIRPMHGBLROPVH DFWLRQ &TWHLESRBWWDK W DR RORVMHZEXWY RQJWR RXUHQDEOHG XV WR EHWWHU XQGHUVWDQG WK
WDLORUHG WUDLQLQJ SORW VSHFLILF HSBIOREQWRRIVLWY GRFRD SURGXF\RERI® RYEXUHW KH ZHO Q @DW. JK\W W UVNDKDLVR FSRWW XQLWLHV IDFLQJ FRFRD IDUPHUV LC

HOYLURQPHQWDOO\ OLQNHG SHUIR U RIHIWHGLHFFDHEHN LY H V KHOS FRPEDW &669 DQG EXLOG PRUHFEBY DO ZHKQW HRIERHQFH KDV JXLGHG RXU LG
7KLV LOWHJUDWHG DSSURDFK ZHDYHV ELRGLYHUVLW\ HERV\WWHPV WRZDUGV WKH IDFWRUV WKDW PRVW HIIHFYV
FRQVHUYDWLRQ LQWR URXWLQH DJULFXOWXUDO SUDFWLFEHV IDUPHU SURGXFWLYLW\ DQG OLYHOLKRRGYV
7KH SLORW VSDQQHG ~ KHFWDUHV DY@ HRAPaH&gd fgnvhmf ghrj oné@iuhmst e gl I'm fdldms “mc bnpAtJKW AHDUV RI GDWD  zH KDYH VXFFHVVIX
FRFRD SURGXFHUV ,QLWLDO ILQGLQJV UHYXSSO SURPLYLQY de ° oFMEKS HgahiQnfhb GHYHORSHG WDUJHWHG LQWHUYHQWLRQV V
UHJHQHUDWLRO RXWFRPHV zLWK Do@XHOgK Ry Vd C nodc 0 ID SURGXFWLYLW\ DQG ERRVW FRFRD

UPHU
~ | ZH ODXQFKHG D VWUDWHJILF SDUWQHU
VDSOLQIVHXYGI® WRLRWQRRIW VSHFLHVIBHSd ¢ Nunhqgd hm ?_?AO?&%W%InGG,YRLUH ZLWK WKH 5DLQIRUHY UH$'$[8|E)§

KLS %Q -
I]__-IH \%/Lg(LH/RJLFuV UHVHDUFK XQGH
KHFWDUH 7KHVH UHVXOWV XQGHUVFRUH,WKH ODWHQ SIE)

. 2y H RI JRRG DJULFXOWXU
HERORJLFDO ULFKOHVV LO FRERD JuRZA & MaulE ¥ %d\/ﬁé oq bshbdr hWV\’FI'i%QC))QDFEORHU;\L/’V?_(;g ’ZQDLVWIéa\\/,VLLJYQHHéLJr FE)éQHHi%LFIYHHXlaLFDWLRQ LQ HOKDQFLQJ |
P

< 7KH w
WKRVH SUHYLRXVO\ GHJUDGHG GHPBQOvYWUPALRINWKDAIMd m s ansang(JHUVWDQGLQJ Rl WKH FRERD IDU é Cl;\)(i%\@FPQGQOLLNHR)J_Q(LFqRQJ/ WKH
VLIQLILFDQW QDWXUDO UHJURZWK FDQ RFFXU ZLWKRXW DOG JHOHUDWH LOVLIKWY RO WKH Gvb RFRD IDUPHU FRRSHUDWLYH
SOD

DFWLYH UHSODQWLQJ $Y SDUW RXU EURDGHU VWUDWHJ\SWR GRPE DY W6 @90G VXVWDLQDELOL

RI
$15 LV D FRVW HIIHFWLYH DQG ORFDO GV HYWSRYYEBT 7H KDYH ODXQFKHG \DX 8 KORWKRXRMKRWG G\QDPLEV |DUP?§J sFiJEE  WUDLOHG ZRUNHUY F
YWURWHINWRDW KROGY SRWHOWLDORY 6N PRVPUTES  KHFWDUHV LQ RQSDWHB\AL WKHOGY DQG IDUP OHYH( IPRQCL)J A WKDQW SURYLGH SUT
DGRSWLRQ RI'UHJHQHUDWLYH PHWKRGYWLQ U F RS UHYDOHQFH DLPLQIJWKRH GHPHQRWIOH) VERSH RI GDWD FRO IEIE\HL%
F

ZKHUH KLJK UHIRUHVWDWLRQ H[SHQVYHY,RRE\VIRBYQDJIHPHQW IUDPHZRUN IWED@QVMGEBEBIROG &IWH G  YRLUH WR" FAYoRAFK DV SODQWLQJ SUXQL

VHHGOLQJ VXUYLYDO KDYH SRVHG FKDQQHIIHMR00RZLOI WKH EHVW SUD RVMIPFHHM RIRPDW & LHWODP DoORzLOIRUTD" EQIXVHQ}QEF?SFUHRJ:_(I';\H/;V\J/\L;Rﬁi\é)zl;(:‘suﬁ

&,5%$' %DU&R SURMHFW .H\ DFWLYLW ERVP XMGHVUMWMHNHQLGHQFH EDVH DFU RUPDO ODERU DOG FUHDW H
Ttg qdrd gbg hmsn Hnbn Xvnkkdm WgoWsS\HDU LQFOXGH LGHQWLI\LQJ DQRUNHOMHFWKQY ®ODWHEWKDY SURYLGH oA UHVF\§)>L§J(5|[LEJWLHV IR U S[()QUWLFLSDW
[hgtr GLDJQRVLQJ DQG PDSSLQJ LQIHFWHGYEBERRWYV ZKOWDEGUDRYHY GLITHUHQFHYV L§\E§< 8%

W

U KH QXPEHU Rl ODERU JURXS
&669 LV D SODQW YLUXV WKDW SRVHWYIDHFYRTE PUHDWN WRG LOWURGXFLQJILOBRBH BHWIZHUHQ WRXQWULHYV RIIHUIﬁgj' o Q
FRFRD SURGXFWLRQ LQ PDMRU SURGRXHHYHRW BHYHRYH VSUHDG 7KLV SLORWRBQVRRAHBERARIDBURGXFWLRQ L%K

HQ

%EQE\EH WEKHNMOH REMHFEFWLY F
XVH RI SDLG ODERU JURXS
Y
H

® 4

=

NO
-u;GU)
70

IPLF JR(\H\FWDUHV RI FRFRD IDUPV

D
XIJK WKHVH LQLWLDWLYHYVY ZH DUH WD

| | WHVWLQJ VFDODEOHRRXRMXUNIHR/QV DQG
7UDQVPLWWHG WKURXJK YLUXV FDUUWR®OQEFEHDIRRPXIRM Q R Q Q OH FRRSHUDWLYHY DOG WKHLU PHPEH

&669 LQIHFWV FRFRD SODQWYV FDXV L3 RUPHRY WRHAS G, QJ HITRUWYV IRU &669 WROHUDQW

$PH\DZ *$ HW DO SHUVSHEWLYHY RQ FRFRD VZROOHQ VKRRW YLUXV GLVHDVH &669" PDQDJHPHQW LQ *KDQD
$ND 5 HW DO &RFRD 6ZROOHQ 6KRRW 'LVHDVH LQ &TWH 'G,YRLUH +LVWRU\ RI ([SDQVLRQ IURP WR



https://www.sciencedirect.com/science/article/abs/pii/S0261219414002142
https://www.researchgate.net/publication/338705912_Cocoa_Swollen_Shoot_Disease_in_Cote_D'ivoire_History_of_Expansion_from_2008_to_2016

%$55< &$//(%$87$§SQDXFDV\?56HRSFRL5V(\)/ PRG (QYLURQ/EIW%[BJOWR 6WDNRKROGHUR _j 2XU SHRSOHRYHUQDQFH)' *5, SHSRUBROLFLHV

VXVWDLQDEOH DQG ODERU FRPSOLD®GW RAWIRKFKGHFWRRQWULHY WR LQIRUP LOQFRPBDPRGEYQYJ D FRUH REMRMEHYH @RKIFPKUDUH DOLIJQHG ZLWK RXU FOLPDWH UF
SUDFWLFHVY HQKDQFH SURGXFWLYLW ILDRX® SRREFEWVKHDON LOWHUQDWLRQD® SRHHINOMDALDEG SDYLQJ WKH ZD\ IRURG XFWLYLWN FULWHULD :H DOVR LQLWLLE
LQFRPH VWDELOLW\ DFURVYV RXU VRXBHQBDK PHARGNG WIKHHOYIJLMDFRPH %Y HRKKPIMNWIUND QVIRUPDWLYH FRFRD IDUPLQJ PRSXHDWMWVWRDWQHQDBEBUHYQJ OHYHO WHVWLQJ IF
'HVW $IULFD DQG /DWLQ $PHULFD % \UHR/KOWL@QU DQDO\VHV KLIJIKOLJKWHGPWKH GRLUMHHJUHQWR HDUQ D OLYLQJ LQEHRWHG FRFRD SRG KDUYHVWLQJ URERW ZK

IDUPHU SURGXFWLYLW\ DQG OLYHOL KERKP®\D HQK HY DIPEHREIFRUWXQLWLHYV IRU FORVLQJ WKH OLYLQJ EHFRPH D NH\ HQDEOHU RI IDUP ODERU SUR
IRUZDUGV RXU FRPPLWRPHEIMW VDR )DURKERPH JDS LQ FRXQWULHV VXFK DV G HrCihvRE Ugtt g lhmf rnktshnmmRYHU WKH FRPLQJ \HDUV 7R VXSSRUW ORQ
WR VXSSRUW EHWWHU IDUP PDQDJHPHOWDQQ KKBIFHHURRQ 7KH\ DOVR RIGINHE RN RIKWV JURZWK WKLV \HDU ZH DOVR GHVLJQHG WK
\LHOGV IRU IDUPHUV LQ RXU VXSSO\ WIRDHQKRBRIEGHRXU OLYLQJ LQFRPH VWUDWHJI\ ZKLFK IRU VFDOLQJ )), WKURXJK D VWUXFWXUHG L
KHOSLQJ XV WR GHOLYHU UHOLDEOH FRRRELRHW IRQWRMUY HQWLRQV DFURVV WKHPHV 4P el VLIQLILFDQW VWU LEHYW-80LIJQV RSHUDWLRQDO H[SDQVLRQ Z
FXVWRPHUYV ODQG RZQHUVKLS LQFHQWLYL]LQJ VRGWBREPRORFRpRWXUH )DUPLQJ . QLYFHHN BERHMY G IXWXUH FROODERUDWLR
2XU SDUWQHUVKLS ZLWK $JUL /RILF SUR®XFAWLRQ EDVHG RQ DJURIRUHVWUNRYBBEPHEFRVRRMEDUN IRU VEDODEQHsRHWXRERXA HRQRB QG DUH LQ GLVFXVVLRCG

5DLQIRUHVW $OOLDQFH KDV DOVR |IDPDRGN W8 EWY EHWGNVIH@DQFH KLJK WHFK FRD IDUPLQJ 7KLV \HDYp gl GRIF DHE 0DQGRZQHUV WR RSHUDWL

FR

XQGHUVWDQGLQJ RI WKH IDFWRUV WERBW HKIHRBWARMRDEHWWHU XQGHUVWDOE WEH BU VYRR RY b > UREOHARIRQ WEsyRrRDFK

IDUPHUV WR HDUQ D QL YALKHYHQWRPHOLYLQJ LQFRPH KDYH SURGXFHG WD(%;JVLVEBlE—IOELIy hﬂf\/ﬁ/Ql'ﬂaLﬁ“ WKH ODUJHVW FRERD VHHGOLQ

PLOOLRQ FRFRD IDUPHUVPDRIRQGEMB HD WKHUV LQ RXU VXSSO\ FKDLQ DQG RIMERYEWRPE Y PILO H DOVRAXUWHKIU YWY AR P A % f sq bd ahkhsx

X QG MKGWHUQDWRRGDW)\ BRUALQJ ONRVHYHU &KRFRODWH JRDO WR OLIw RXU HEJHEBY WHDP RQ WKH JURXQG HQgi IZHL%:]\NWKR B EEPPLWPHOW WR WUDFH
W K DS SHU GD\ ZKLOH SHUFHQBURHUYV RXW RI SRYHUW\ %\ DsSo\LOSRES U WHDUER SODQWLQI GHVLIQR DXWRPDWIRRXD @ Q

P
; FDQWO\ DGYDQFHG RXU
JOREDO FRFRD SURGXFWLRQ FRPHV IWR FR X B DOO/KRILGHIE L O L W\ LQLWLDWL\<(>I(—I\</WI?({TQ/\H<EI-|‘96WL)\J(Q’(9 DEGLWLRQ ZHEKIIEXL OXH D/ KLQKIB-FDQ Q

IDUPV UDQJLQJ IURP WZR WRKILYH KHEWHUHVXLSSHG IDUPHUV LQ RXU vxéﬂéﬁ?kﬁgﬁg\}?% LFXOWXUDO OHDGHUWRKESDEHORWL WWWBHPY LQ HXLOGLC
WUHQG KDV LPSRUWDQW LPSOLFDWLREW IRYRZOM ¥ XI5 SWRROV DQG DSSURDERNYI WK PR YHYFRYCG LQ PDODJILQHDQGLHPDIOIIRUWY 2H UROORG RXW EDJ OH
FKDLQ DQG RXU EXVLQHVV DV KHDOWHKHISURGRRWH YW UHDPV DQG ERRVW BFGPENJRYDY! VIVWHPY DFURVY GWYREHWRELOLWY DFURVY DOO GLUHFW FRER
IDUPHUV DUH EHWWHU HTXLSSHG WR\LB®BVWSVODWKHMXOW IDUPHUV DUH FHWWRIKGEYH g/ HISHUWLVH LV FREKIEHP HQWKE LRI 1X00 YLVLELOLWA TURP 1L
IDUPV DQG WKHLU FRPPXQLWLHV UHFEEW VQUDWKILEHWQYHVWPHOWYV LQ RWKHREQpUPRIVWDQGLQJ FDSDELOLWIDFWREI\FRPRE FRFRD EDJ LV WDJJHG 2L WK
\LHOGV DQG PRUH VXVWDLQDEO\ SURGXEH® FRERP LREUHDVHG IHUWLOL]HY YRARE R HGE PWIRYHYHE JURXS REMWHRKGLFBODEOLQJ URDO WLPH WUDFNLQ.
RXU FXVWRPHUV ODERU WKHUHE\ ERRVWLQJ \LHOGV UG8 N-PMRPYY LQ WKH XSVWUHDP VXSSO\ FKDLQ

2YHU WKH FRXUVRORDERUDWLRQ ZLWKSGHIG E\ GDWD ULFK HYLGHQFH DQ& FRVFHLRHYIVWRQH WKLV \HDU ZDV7TWKW \GIRUH IRSPMQAWH P KDV ERHQ UHILQHG
/JRILF ,'+ DOG 5DLOIRUEMWKBOBLDORQWHUYHQWLRQV RQ WKH JURXQG zR!dD¥HIVLRFHHMRIEOHS URDGPDS IRURBMOPLONG PDNLQJ LW RQH RI WKH EHVW |

KDUQHVVHG WKH ULFK GDWD FROOHFOLHE LIRNURYWUNHY  IDUPHUV RXW RI'‘ORAVRWRADHFP R(ILRGXVWULDO FRFRD IDQELRRVWXEEGRDQAES WUDFHDELOLWY VROX
E\ WKH LGHQWLILFDWLRQ RI ODQG IXQQHO SURSHUWLHV

'D\PRQG $ HW DG *OREDO 5HYLHZ RI &RFRD )DUPLQJ 6\VWHPV
YDQ 90OLHW - $ HW DO $ /LYLQJ . QFRPH IRU &RFRD 3URGXFHUV LQ &RWH G ,YRLUH DQG *KDQD



https://www.worldbank.org/en/news/factsheet/2025/06/05/june-2025-update-to-global-poverty-lines
https://www.worldbank.org/en/news/factsheet/2025/06/05/june-2025-update-to-global-poverty-lines
https://www.worldbank.org/en/news/factsheet/2025/06/05/june-2025-update-to-global-poverty-lines
https://www.living-income.com/the-concept/measurement/
https://www.icco.org/wp-content/uploads/Global-Review-of-Cocoa-Farming-Systems_Final.pdf
https://www.icco.org/wp-content/uploads/Global-Review-of-Cocoa-Farming-Systems_Final.pdf
https://www.icco.org/wp-content/uploads/Global-Review-of-Cocoa-Farming-Systems_Final.pdf
https://www.icco.org/wp-content/uploads/Global-Review-of-Cocoa-Farming-Systems_Final.pdf
https://www.frontiersin.org/journals/sustainable-food-systems/articles/10.3389/fsufs.2021.732831/full
https://www.frontiersin.org/journals/sustainable-food-systems/articles/10.3389/fsufs.2021.732831/full
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JOREDOO\b D EHQFKPDUN IRU EHVW DG GOHDWW WKBSB\FKDOOHQPHYVYHGH OPXQERHIBHHIFKLOG ODERU DQG SURPRWHHXEOWGPLWLIJDWH FOLPDWH DQG VRFLDO
FKDLQ WUDQVSDUHQF\ PHWKRGV\ VWK ®VVHVVY WKH HIILFDF\ RGXPODWEZRBWLWHUDWXUH UHYLHZ |RXHD\GNW KIDQ\G ERWKDVHY DQG IRVWHU D PRUI
/IRRNLQJ DKHDG ZH DUH SLORWLQJ 59P6URHWURHFWKBGEY DPRQJ SDUHQWYV T7XQFRM\GLOWLR RDWRBABG FRQGLWLRQDCSBRGK FWILDIGYV IBIQE MKREZWDEOH FRFRD YDO?
,GHQWLILFDWLRQ 5),' EDVHG WUDFHWEXGLWN YRDODAIWE PRWLYDWLRQV IRUKXQIGIBUBRRERHWORQUHGXFLQJ FKLOG ODXEHRAH BEWKRQV KDYH WDQJLEOH EHQHILW\
ZKLFK ZLOO IXUWKHU RSWLPL]H WKHRIHEDHIDLRRD®QG SURYLGHG VWUDWHIRR QXLWE DRGBORFDVK WUDQVIHUV UWHBXKHKRRGEHOSG OVDKRYRUWLQI WKH SURGX

HIILFLHQF\ RI WUDFHDELOLW\ IXWXUH GDWD FROOHFWLRQ HIITRUWYVSIURPDEXHQ@FH BHQKBERHMROWDJIH SRLOQWVUBIQEDEOH KLJK TXDOLW\ DQG VXVWDLQDE
2XWVLGH RI *KDQD ZH DUH SLORWLQBHWHU XQGHUVWDQGLW&HODERSHLRFWRBLWLRQDO WUDQVIHUV E\ XS WR ZKE88HFUHRKFIH)I PDWHULDO UHSXWDWLRQTE
LPSOHPHQWDWLRQ RI EDUFRGH WUDHFRIRDOY WS 3@\ &KW L4 Q SRLQWYV 8QFRQGLWLRQDO DQG FRQGHAWLFRN D@ FWWH. VNV 2XU LQYHVWPHQWYV DC

GO,YRLUH PDUNLQJ WKH QH[W VWHS 1KLR YWHDVPHBUWK K®WRXLGHG RXU HQWUBRMOWWOWERRQWOVR LOQFUHDVH VFKRAQ DWW IRQGWR KOHBG E\ HIDPSOH VWUHQ
VEDOH WKLV LQGXVWU\ OHDGLQJ V\VRAHO B FORERURDQSLODYIRUPHG WKH GHVA . WRRI DQG SHUFHQWDJH SRLQWW X$I$0F HFKWLYHZIRALOH GHPRQVWUDWLQJ EHV

LOQWHUYHQWLRQV WR UHGXFH LWV SBOYWLEPHQWHHOLQEWWHK VWXGLHV FDQ KHG®GS URIGKKERVWKR ULVN PDQDJHPHQW DQG V;
Fccgdrrhmf sgd ogdu kdmbd HESHYHKOLQ .Q SDUWLFXODU WKLVQFPNEEQRHIRODEBKWEGDERU LQ RXU YUBSRFWKRRQWRQWKH EURDGHU VHFWRU
kang fnhmf adkgimkc Q ang WKH SRWHQWLDO ELDVHV LQ GLUHFWKBSRHWRWKHVRBERKIHN¥NPB QWS LRIKRXU %\ ZRUNLQJ FROODERUDWLYHO\ ZLWK RWKF
Rnmhsnghmf “mc Wdldch shnmWKRGV DQG WKH EHQHILWYV RI GHSORMHEGW DRHVQGKHIWHFWHGXFLQJ PDWHWWDRHMNVOEHUR %HUUMPDLQ FRPPLWWHG W
Xxrsdlr &HQRW X' DSSURDFK EDVHG RQ IDUP REVHUYDWRRQHED XWWUBIQ&RXU FXVWRPHUV  SRVLWLYH VHFWRU ZLGH WUDQVIRUPDWLR

RXU DSSURDFK WR FKLOG ODERU LQ *KDQD KDV EHHQ UHVLOLHQW IDUPLQJ FRPPXQLWLHYV QXUWX
7KH SHUVLVWHQFH RI FKLOG ODERU MQ®D WKRIUFHREF RIR WRESWRU FKLOG ODERU pyHYBOH@RMHMKHREAK ~ gdrhkheRysVWHREY DQG GHOLYHULQJ WRS TXDOL
FKDLQ KDV ORQJ SRVHG RSHUDWLRQDQGUHISERW I/WURGDOHWKRGYV 7KH VWKG\SDRYR akd bnbn> "mc bgnbnkKRRRODWH WR RXU FXVWRPHUV

OHJDO DQG FRPSOLDQFH ULVNV WR WHKQH RREBDHIQBEKXKWNRUWUDLQ PRUH VWlPtIO%Q(X ba hm $V ZH ORRN DKHDG WR DQG EH\RQG Z
,Q UHVSRQVH VLJQLILFDQW HIITRUWVVKHKDHMHXPDHKEQ PDSBLQFLSOHY WR SURWHFW FKLOGUHQ LQ RXU HWHQG RXU KHDUWIHOW WKDQNV WR RXU [
ZLWKLQ WKH VHFWRU WR PHDVXUH WHHFHWLYHAIMEIHYF HVR IDEKARD GQVSLUHG IXUVWKRB Y IKHYWM B B W PRXQGHVWPHQWYV | L ngﬁ%%ﬁgag%oo RWKHU VWDNHKROGHE

ODERU LQ SURGXFHU FRXQWULHV WRWKHGSRWWOQ®WGDWKRI FDVK WUDQVIHU®WRI @RwRHRWH Ak yWULYH WR PHHW WEBEKRJQGRRMLEEREBIV \RXxU EHOLHI LQ FKI
VFRSH RI WKH SUREOHP DQG LGHQWLIQNR®KWHR QY AKROG ODERU DQG SURBRRY FURGEHYLRQ LQ WKH = VW FHQWKQWWR PG CHHYMrxu FRPPLWPHOW WR V
UHGXFH FKLOG O/IHER WD FHFRXZAMD W H VXVWDLQDELOLW\ REMHFWLYHV LQ WWHKHRFRD ¢HFWRIGUHDPWYV WR 'DUPHUV\P&5§\9|LFJ&%GV\YLRQ KDYH EHHQ LQVWUXPHQ\
PHDVXUHPHQW LV FRPSOLFDWHG E\ AKRDIGEXFQUHE D OLWHUDWXUH UHYLHZWRAQJISPSHURP WKH HITHFWV RI FOLPDWH, KKRQH PR G

DVVRFLDWHG ZLWK LQWHUYLHZLQJ FKEOGQHQID&HEQRWRIUDQG 6RXWK $PHOHOEFPLQkRJ DIJULFXOWXUDO SURGXFWLYLW\ WR WKH LPSDFWYV

VWDNHKROGHUV LQFOXGLQJ HWKLFDEDKFRQBPE WQVLAMRPBPIQDEO$SVLD WR HYDO XD &AW O epfstolfQfs ODERU  7KHVH LQYHVWPHQWYV

GHVLUDELOLW\ ELDV DQG RWKHU UH SRR UWWIFRD ELDBARY DIR D DBVRKRWGDWRRHIIDY HFWO\ LQIRUP RXU DSSURDFK WR ERRVW FRFRD

/[HSLQH $ HW DO (VWLPDWLQJ WKH SUHYDOHQFH RI FKLOG ODERXU LQ WKH FRFRD LQGXVWU\ YLD LQGLUHFW HOLFLWDWLRQ PHWKRGYV D PL[HG PHWKRGV VWXG\
(7+ =XULFK 1$'(/ IRUWKFRPLQJ 7KH 3RWHQWLDO RI &4DVK 7UDQVIHUV IRU 6XVWDLQDELOLW\ LQ WKH &RFRD 6HFWRU $ /LWHUDWXUH 5HYLHZ &RQGXFWHG ZLWK (7+ =XULFK 1$'(/ WKLV VWXG\ ZLOO E

VSDQQLQJ IURP



https://link.springer.com/article/10.1007/s00148-024-01054-3
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NSYIJW[NUNYMSNHTQFXTZSFWI [U JXL XZXYFNSFEWEGNYFGNQNY”?

ShbnkRntm gqc dwok hmsg ssgddhb hlongs mebdgd

Ughbd Y f rstcx hm rg ohmfrsrgdhenisagd babn

S'uhf shmf bg‘mfhmf Qdftk\%(ﬁvﬁl‘)&JH YDOXH FKDLQ )AXUWKHUPRU
dehqnmIdms ZDV UHFRJQL]JHG E\ +%$&(0V &KLOG /D

YHQFKPDUN DV D VWDQG RXW OHDG KDW LV %DUU\ &DOOHEDXW0OV DSSURDFK WR FRFRD VHFWRU WUDQVIR

2XU JRUHYHU &KRFRODWH VWUDWHI\FRQWHYX¥HYHWRKLIW IURP D FKLOG O &KRFRODWH ILW LOWR WKLV VWUDWHJ\"

SRVLWLRQ XV VWURQJO\ LQ DQ HYRONRPZ UHKIKXKOVWRUEKLOG SURWHFWLR 2XU WUDQVIRUPDWLRQ DJHQGD LV DQFKRUHG LQ FRXQWU\ VSHFLILF y
HQYLURQPHQW 7RGD\ VXVWDLQDELQH¥REE QWILRY HKY M IEJHKWYV RXU OHD IUDPHZRUNV RXWOLQH WKH SDWK WRZDUG D PRGHUQ FRFRD VHFWRU
D IXQGDPHQWDO UHTXLUHPHQW IRU FRPPWWPRQAW WR HPEHGGLQJ FKLOG JUHH FOLPDWH UHVLOLHQW DQG FRPPXQLW\ EDVHG 7KH\ UHIOHFW D
FRUSRUDWH OLFHQVH WR RSHUDWH GLOLJHQFH VWDQGDUGYV LQWR RXU J UHFRJQL]LQJ WKDW VXVWDLQDELOLW\ SURJUDPVY DORQH DUH QRW HQR
5HIJDUGOHVV RI WLPHOLQH LPSOHPHQWDWWRJIR GHOIDN\NVYHBKXKWDWLBQVRR QW WKH ULJKW LOWHUYHQWLRQV WKH ULJKW HQDEOLQJ HQYLUYROQHHDW L
DUH SUHSDUHG IRU WKH FXUUHQW (8BWWUDFW FRQILGHQFH IURP WKH IL( &KRFRODPRWZHUYV WKH |LUWWK RIL WKW 1 @ MUXYFHKQ BAL D J U R | R USHMAWKID DYQHDY W
LPSOHPHQWDWLRQ GDWH RQ -DQXDUDV GHPRQYVWHHWHG WKLV \HDU E\ W VROXWLRWWF®OLQJ WKHVH LQWHUYHQWLRQV GHPDQGV UREXVW UHVH
VDPH WLPH ZH DUH FRQWLQXLQJ SUBMFWMLYPRIR@Y IRUBHUIRUPDQFH ,QGLH RI LQOYHVWPHQW ,Q &YWH G0O,YRLUH IRU H[DPSOH RXU y1RUWK 6WDUFL
FRPSOLDQFH ZLWK WKH &RUSRUDWH 63WWVNDQWRE RXUWH[LVWLQJ VXVWDLQI WUDQVIRUPDWLRQ OHYHUV \LHOG FOLPDWH DQG SULFH ,WaV D FDOG(
SHSRUWLQJ "LUHFWLYH &65° DQG WHIH¥ROBSRODWWHWHGLW IDFLOLWLHV 7K SURWHFW IRUHVWY DW VFDOH DQG HQVXUH PRUH YDOXH UHDFKHV ID
6XVWDLQDELOLW\ "XH '"LOLJHQFH "LUFKEMEIHUH/ FRAUUHV WKH WUXVW WKDW ED VXVWDLQDELOLW\ DV D SURJUDP WR VXVWDLQDELOLW\ DV WUDQVIRUP
7KLV \HDU ZH DOVR GLVFORVHG LQ QRQHYZHW K KRKR GDWM VWUDWHJI\ DQC

JRUFH RQ &OLPDWH UHODWHG )LQDQRBIR WHRPRYXOKN 7KH QHZO\ LQWU "KDW LV %DUU\ &DOOHEDXWaV y3ULFH 7DJp VWXG\ DQG KRZ GRHV LW

78)" DOLJQHG ZLWK RXU PRVW PDWHULDG WUDQVIRUPDWLRQ DJHQGD"

Wdbnfmhshnm ne ntq ogqnfqd /P RIRWKHU LPSRUWDQW PLOHYV 7KH Yy3ULFH 7DJp VWXG\ LV GHVLIJQHG WR DGGUHVV D FULWLFDO DQG R
WR VKDSH WKH IXWXUH Rl FKRFROD

hlo bs DFWXDOO\ FRVW WR WUDQVIRUP D FRFRD IDUPLQJ VIVWHP LQWR RQH
. ) 2XU OHDGHUVKLS LQ WKLV ILHOG DO IJUHH FOLPDWH UHVLOLHQW DQG FRPPXQLW\ EDVHG"

#DUUY &DOOHEDXWUV VXVWDLQDELOEMKEQUEIRXGDAFHDWHIL . Q 14 FR 7KH Yy3ULFH 7DJp VWXG\ LV D FRUQHUVWRQH Rl RXU RSHUDWLRQDO SO
FROQWLQXHV WR EH UHFRJIQLIHG E\ OHOCLENVWDLQDELOLW! ZD RIDPH® R &IWH GO,YRLUHGOV FRFRD VHFWRU 7R GDWH WKHUH LV OLPLWHG SXEO
EHQFKPDUNV ,Q &'3 DZDUGHG XWVRPXWUKRISHOV 7RS &KLHI 6XVWDLQD ’

DFWXDO FRVW RI VXFK D WUMNQMWRGP DWPRWKRK LOOXPLQDWH WKH WUXH
HVSHFLDOO\ DV SUHOLPLQDU\ LQVLIJKWY SRLQW WR D VXEVWDQWLDO J
ZKDW LV WUXO\ QHHGHG WR GULHYVWDEWILWVKLBRKDMyYSULFH WDJ p ZH D
LQIRUPHG DQG FRQVWUXFWLYH GLDORJXH DFURVV WKH VHFWRU DQG
SROLF\ UHIRUP UHTXLUHG WR FUHDWH DQ HQDEOLQJ :HQILLR RURP HRWF CR
WKH VWXG\ LQ WKH HDUO\ SDUW R

UDWLQJ IRU &OLPDWH &KDQJH DQG DE{AIKWD)WWXU IR ,QVWLWXWH ZLWK
JRUHVWYV DFNQRZOHGJLQJ RXU WUDQWMBNPLLWIHIQE® DFFWAERPLQJ WKH :RUOG (
RQ GHIRUHVWDWLRQ DQG VXSSOLHUs$HQXDIH PHAWLRY 7KLV UHFRJQLWLR
VFRSH HPLVVLRQV 7KHVH UHVXOWM KE$DKQWLRKW, RRXW\ & DOOHEDXWOV ZR
HITRUWYV WR GULYH FOLPDWH DFWLRGEEMNIIDER RDW LYHUBNESMURDEK WR VXV
RSHUDWLRQV DQG WR HPEHG VXVWDIOMHPEIPUWKRIBFURVY WKH
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KTWJ[JW HMTHTQFYJ Ttg fn k

% \ FRFRD IDUPHUYV
RXU VXSSO\ FKDLQ ZLOO KD
RXW RI SRYHUW\ %\ ZH
PRELOLJ]HG NH\ VWDNHKROG
WUDQVIRUPDWLYH FREFERD ID

UW T X U J W i
KFWRJW X

Nmsqgnctbshnm %XLOGLQJ D VXVWDLQDEOH FRFRD D

7KH FRFRD VHFWRU LV IDFLQJ XQSUHFHEH O WMBUWY ZLWK VWUHQJWKHQL
FKDOOHQJHV 2YHU WKH SDVW  PRQWRYN FRERK' & IFHARD IDUPHUV DQG
KDYH VXUJHG WR KL&/QUPDERHKQJIKW Y FRPPXQLWLHV 0DQ\ IDUPHUV SDUW
FRPSRXQGLQJ WKH FULVLV ZLWK HUUBWLFEDZ PPFRHWKH UHVRXUFHV WR L
ULVLQJ WHPSHUDWXUHV DQG LQFUHDMWHE KM YWY & FW LY DWR HYUWKIEIK DY
GLVHDVH SUHVVXUH GLVUXSWLQJ 10N YR X\ PEFVSEPEWLQJ PDWHULD
VKRUWHQLQJ KDUYHVWV 7KHVH FKDOOHWHKSHY PRYVWUDLQ LQFRPH SRWH(

LOQWHQVLILHG E\ DJLQJ WUHHMREGLPLWH\GCLBFHRVYY WR
DJULFXOWXUDOD G® BRRIUFWKD G H
PDQDJHPHQW

%DUU\ &DOOHEDXW KDV FRQGXFWHG GHWDLOBBWRHMHDQFXKXHQFHQW IFROARDQID WKHUVG LQFRPHV D(
Gi0,YRLUH *KDQD DQG &DPHURRQ 7KH DYHUDJH FRFRD IDUPHU FXOWLYDWHYVY MXVW KHFWDUHYV
OLYLQJ LQFRPH D FRFRD IDUPHU QHHGV WR PDQDJH DURXQG ILYH KHFWDUHV RI FRFRD ZLWK \LH(
JDS LQ WHUPV RI SURGXFWLYLW\ DQG ODQG VL]H WKDW QHHGV WR EH DGGUHVVHG




QQXDO 6RFLDO DQG (QYLURQPRHQMW,D,0
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PSDFW 5HSRUW

KTWJ[JW HMTHTQFYJ
UWTXUJWNSL KFWRJWX

Ttq ‘oogn'bg ,Q GHVSLWH FOLPDWH UHODWHOG & XBIOBQEXHIMOG D PRUH UHVLOLHQW DQG SURVSHURXYV
3URVSHULQJ )DUPHUV LV RQH RI WKHD|(H??(§<FL5:<VWLLJR8\'/:M 'jREﬁ/g' FEIQHW'EHESFYJHUW‘EEUF'RQF'QRUDPR“B'H@H
SLOODUV RI RXU JRUHYHU &KRFRODWILh I;NHUUV%\/H\F}Q& 2])\((6) QI SRYHQUW\ -
ZRUN RQ WKLV SLOODU LV JXLGHG E\ Q2R YW uflﬁ% HEWY & I*fgneandrsqx "mc rgcd I 'm fdldms
WDUJHWYV %)\ FREFRD IDUPHUV LAVRMRH WK JHATOHFEWY WKH VERGE S ﬁ; FLPSBJFMVLRVI SXWWLQUIFRNRD IDUPLQJ DW
UJL 0% QBYHE SURIUDPY DQG s p & {THPIN K PSP
VXSSO\ FKDLQ ZLOO KDYH EHHQ OLI I Y H \ W gj \HHEE y%WﬁBEV DFRHOWGDWLF UDLQIDOO
+REFYHY KLY \FV MXVW WKH ILUVW /
% \ ZH ZLOO KDYH PRELOL]JHG NH\ V N R P D = JURZLQJ UHJLRQV OHVV VXLWDEOH IRU
BE0R Q Q
DURXQG D WUDQVIRUPDWLYH FRFRD IV}{)FEJPL leP_IR%Lf-II_bFRPPLWWHG WR FRQWLR R F e DRQUHHY DUH KLJKO\
WKDW JHQHUDWHV D OLYLQJ LQFRPH "R VEBORD WUDQVIRUPDWLYH FRER G O G R ORQIHG GURXIKW DOG ZDWHU
WKDW VXSSRUWY D OLYLQJ LQFRPH Q Q Q
DYH VFDUFIbV\F/e\ HTXLULQJ RYHU PP RI UHJXODU

O

/R VXSSRUW WKLV DPELWLRQ ZH7K %RXU YLVLRO ZH DLP Wlf XP '}tj

WkUW\ E[\) LQFUHDVLQJ IDUP l(J)HLY(T)-I(90 YHQV(%/VXPDCSO\RWRFMA_I_P([[HLQ
S
S

L HQW
UH KDUYHVW ODERU D7 GVIyVOLLI-Ig WHQ I8UP UHVLOLHQFH ZH DUH VFDOLQJ XS

V J RQ
SDWKZD\ WRZDUG D PRGHUQ KLJK \L 5<L 9 | P L V VXFK DV DJURIRUHVWU\ 5HVHDUFK
HV L H UDFWLFHV 7KLV ZLOO H \)‘)95‘]815-{%9\)% E'T'
GHIRUHVWDWLRQ IUHH FOLPDWH UH\l/JLOLl—Pc%W cg‘% HODEOLQJ SROLF) UHII}\/&B\;\OVWIS_PQ/I\:{/%GIIQIO GHVLJQHG VKDGH FRYHU FDQ ORZHU

FRPPXQLW\ EDVHG FRFRD VHFWRU
Q I_R/U|P XF\/\PA?@AFI§IRHYJH D OLYLQJ LQF I—IDUPW SHUDW X UH\H K3 HKAJSJ WHRV
GHYHORSHG 1RUWK 6WDU VWUDWHJL dU 1 u, L UH &HOVERNSDUHG WR XQVKDGHWMG FRFRD SORW

*KDQD &DPHURRQ (FXDGRU DQG ,QGMWL'T)VK?HK@I\?HRVSHULW‘UFE“WEML@\GVKHOSL J FRFRD WUHHV ZLWKVWDQG KHDW DQG GURXJKW
IUDPHZRUNV UHIOHFW RXxU EHOLHI WREWRSY WRYHBERQQM WHG IREXV DRRDY YEDW, o4 bovR VXSSRUWLOJ LOFUHDVHG \LHOGV
JRAF OGP HRVH PRG VWUHQIWKHQ RXU_HILVWLQY
DORQH LV QRW HQRXJK $FKLHYLQJ 5
A WU\ VRLO Pqu/g BRGH{O SURPRWHV GLYHUVLILHG DJURIRUHVWU\
UHTXLUHYV D FRPELQDWLRQ RI WDUJH%‘?C&J LBWW#&M%%\O \VWHP ZLWK DURXQG VKDGH FRYHU FRPELQLQJ

WKURXJK VXVWDLQDELOLW\ SURJUDPIVQBVd_IG-I%W#&D%%YWPQ@JBEH@MH PIE)F\QAFI—BLPLWWLD{Q-G LQFRPH JHQHUDWLQJ WUHHV

SROLF\ HQYLURQPHQW FRPSHOOLQJ 'dDUUDWIHHY Wk 5RFRD S ORIRWA Q.

WUDLQLQJ DQG WHFKQLFDO VXSSRUW
GULYH FKDQJH DQG WKH ULJKW OHYE%PF§|R|9(5|YQ'}N/\OVHHbWRUFH RXU DJULF%éwHIi(;S\\/b)?)U?S%%\%ﬁﬁl\(/ FDQ DGRSW DQG DGDSW WKHVH

SUDFWISFVMHSDUW RI RXU 7KULYLQJ 1DWXUH SLOODU

o<
<0
Im

$uUlL1ib 6DODPDOFED $ - HW DO 9XOQHUDFI Ol W\ RI FRERD FDVHG DJURIRUHVWU\ VIVWHPVY WR FOLPDWH FKDQJH LQ :HVW $IULFD
iRPGIHOH ( OROXD ( / $VVHVVPHOW RI WKH IPSDFW RI FOIPDWH DQG QRQ FOIPDWIF SDUDPHWHUYVY RQ FRFRD SURGXFWLRQ D FRQWH[WXDO DQDO\VLV IRU &DPHURRQ
%HUPXGH]T 6 HW DO *OREDO ODUNHW 5HSRUW &RFRD SULFHV DQG VXVWDLQDELOLW\

2SRNX ( HW DO &RFRD XQGHU KHDW DQG GURXJKW VWUHVYV
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KTWJ[JW HMTHTQFYJ
UWTXUJWNSL KFWRJWX

Yn ccqgdrr sgd fgnvh
ne HXX[ vd k tmbgdc
hm HHsd ¢ NusnhAd 2

WKLY DSSURDFK LV EHLQJ UROOHG RXWRHGBRVV VRFRPIPHOQGDWLRQV DQGSERWRFEFRNWH GURSY DFW DV SK\WLFDO E | m fd sgd chrd rd a
UHJLRQV IXUWKHU GHWDLOV FDQ EH IRXPMHGV VORYHWI IHUWLOL]JHUV PHDO\EXJV WKH YLUXVOV SULPDU\ YHFW bkd‘qhmf hmedbsdc c
/KULYLQJ 1BPRDSWHH U KHDOWK\ FRFRD VHHGOLQJV ZLOO EH UH K h f . hd b
\ . Co ok mshmf a

Udrs “me chrd rd I'm fdidms 2100 EROW|OXH ZRUNLQJ FORVHOL ZLWi cknvhmt HNWE! g
Xnhk I'm fdldms SV enkknvhm 0(Q

9DULRXV SHVWY DQG GLVHDVHYV WKUEBW\H HF IB G OREDO VWDNHKROGHUYV
'H IRFXV RQ LQFUHDVLQJ \LHOGV E\ KSHO@OLWDWDLBRPNUYLWK VSHFLILF FKDO\pd—b(%g I\_/R%lv” %\/&WDIHJXDUG WKH ORQJ

KH

RSWLPL]H WKH ODQG WKH\ DOUHDG\ BRORVY (ARN QIMUNKRXIQG FRQWLQHQWY - JLNHZEYHA S

FROYHUWLQJ DGGLWLRQDO QDWXUD®DKDEQWBUGH FRAFWGBRY PHDVXUHVY GHSHQG RQ WKH ODWXUH

RI FRFRD IDUPLQJ RQ SUHYLRXV UDLA®IRVKNEHWMHERY GLVHDVH 7R DGGUHVV WKHVH ULVNV DQ

ZLWKRXW SURSHU VRLO PDQDJHPHOQWOQKDNWHJOWE GVBRHVW DQG 'LVHDVH 0DQMIH® HiPWw mMe cdudknoldms ne bnbn-
ZLGHVSUHDG VRLO GHJUDGDWLRQ RQEBBRDFK LV UHFRPPHQGHG %\ FORQKON PRBILWRGAB JK

SODQWDWLRQV +HDOWK\ VRLOV DUHGHWWHDYW LS HOWG DQG DVVHVVLQJ SRWH@®WFRDO DELOFPHDUW IDFH LQFUHDVLQJO\ FRPSOH|

VXVWDLQDEOH FRFRD IDUPV SURYLGRODURFREPHFDWY DG DSSOLHG RQO\ HRMOURKPHH\OMDO FRQGLWLRQV SURORQJHG GURXJKWYV

UHVLOLHQFH RYHU WLPH DOORZLQJ IRU D VLIJQLILFDQW UHGXRWNVRQJL @/ MPKSHHUDYW\XHJHY DQG HVFDO%WH%%W@WQJ@QJ IDUPHUV FDQ DFFHVV

7R DGGUHVYV WKLV ZHOYH VWUHQJWK(H@HWLF\WX‘U,Q@QLLKHTXLUHV WKRURXJK NGQRFAODNGJIJHURIVYV XUHYV DFFHVV WR L&%%%ﬁW@GKqLé@LHWLHV WKURXJK KLJK TXDO
VDPSOLQJ SURWRFRO DFURVV IDUPV EiQVWUSYDEWLFHY DQG VWURQJ IDUPHAXDHIIMIBRPBPQWLQR PDWHULDO LV PRYHEGYWW EBBO WKP® WR HODEOH IDUPHUYV
SDUWLFLSDWLQJ LQ RXU VXVWDLQDEHQVWV IS WVRKFUFDINVIXRLYXVWDLQDEOH HPDHQD JHPH @WRLFH RI FRFRD YDULHWYS§bBRMAWP\PDWHULDO WKURXJK VHHG JDUG
HQDEOHV PRUH DFFXUDWH DQDO\VLV)RQWKMKIPRUH WKHUH LV DQ XUJHQW QIPXe QFH Y SERIGKFWLYLW\ DQG UHYHUFRFI VP RNLEXEXPRRG JDUGHQV FORQD
GHYHORSPHQW RI WDLORUHG QXWULMWHEWN BHEHAOGW WKBWRHRIHOGZROOHQ 6 KRRV QHY XY I&RK8EYXVWDLQDEOH FRFRDRRIX@WWLHRRWMLRERQJA® PVWDEOLVKHG DQG PDL(
UHVWRUH VRLO KHDOWK DQG ERRVW LDHGBGIGW EIKILFH® QRW RQO\ WKURXJKFRDQDURPHOQWPDWH QXUVHULHV LQ WKHLU FRPPXQLWLHV
PLQLPL]LQJ H[FHVV UHVRXUFH XVH GSUDRWWBPNY EXW DOVR E\ LQWHQVLI\Z)QU B R OUHD/EKRIED WLRVS HULQJ JDUPHUV VWUDWHJ\ ZLOO

VXSSRUWLQJ RXU JRDO RI LPSURYLQZUWKPHHVHDUFK LQVWLWXWHY WR DARHFGMUDQVW KWHKHVWDEOLVKPHQW RI D UHVHDUFK SLSHOLQH

SURGXFWLYLW\ DQG LQFRPH EUHHGLQJ RI &669 WROHUDQW RU UHRUVIWBQWYAHRFRRFRD YDULHWLHY 7KLV ZLOO EH DFKLHYHG

7KLV \HDU ZH IRUPDOL]HG D SDWMVQ KWIDWKIHWZIHVK 7R DGGUHVV WKH JURZLW K WRXUIH DR RV K. F6RIQ QVIXE RQ\W WL G QW LR QDO

JHUWLOL]HUV WR H[SDQG VXSSRUW ZZWIRBXQWRPE|PSLORW LQ &TWHNR ,YRRERDLRROOHFWLRQV DQG QDWLRQDO UHVHDUFK LQVWLWXWHYV

QXWULWLRQ UHFRPPHQGDWLRQV DQ@D@PHN WWR GLYEDWMHULQJ LQIHFWHG SORWYV

TXDOLW\ IHUWLOL]JHUV DW DIIRUGDE ®H G BLrHYW QR W RIMBLO GIRK BER S V
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PSDFW 5HSRUW

KTWJ[JW HMTHTQFYJ
UWTXUJWNSL KFWRJWX

Yghr xd g vd dwo mcdc

mtqrdgx hmeq rsqtbstqa
hmbqgd rhmf ntg b o bhs
Q ang hmudrslidms Qhuhmf hmbnld cdkhudg gdrhkhdms bnb
$FFRUGLQJ WR WKH ODWHVW $JUL /R$ERLGHDYWQJ PRERDPLQJ LQFRPH LV WKH RY cddckhmfr
IDUPHUV LQ &TWH G0O,YRLUIHHVSHQW RMKDWHERQQHFWYV DOO HOHPHQWYV RI RXU
GD\V RQ SUH KDUYHVW ODERU ZKLOBRHDWLP HKVQDWYBMWHJI\ DV ZHOO DV WKH FR
DYHUDJH ZDV GD\V 7KLV UHSUHVBEQWK WKH RWKHU WZR SLOODUV 7KULYLQ
VXEVWDQWLDO WLPH LQYHVWPHQW |RXNPORD 6IOKKRMOME MK RXU FROODERUDWLRG
IDUPHUV DQG KLJKOLJKWYV WKH LPSREWDQRHARVWDLQDEOH 7UDGH ,QLWLDWL

RUJDQL]JHG ODERU VROXWLRQV WR XBDREN UHVONG $SSROVIDQWHD®@HIYH GHHSHQH
DQG VFDOH JRRG DJULFXOWXUDO SUBPWHRNWWDQGLQJ RI WKH VIVWHPLF EDUULHUV SUHYHQWLQJ

, Q RXU 3URVSHULQJ )DUPHUV SRBRWRRODRPHUV IURPLMDQQERBH @)\
LQFOXGHG WDLORUHG VXSSRUW VXFKBYHMORHWS WRWD IURP NH\ SURGXF%>

FRXQWULHY A
8& O V. IHVWO«OV ,QFRPH $FFHOH
DJULFXOWXUDO LQSXWV OLNH IHUWLOHINBVCHIQE FR&RISG DQ LQFRPH PRGHQ | |§I§E§P%ﬂ QE\L/FJFK'SI%URYLGH\(/Q FDVK LQFHQW
SURWHFWLRQ DQG SUXQLQJ VHUYLFARPSRHWUMRQ | ZRMYW WBMMHUQODWLRQODO. o \\\v |RU IDUPLOJ IDPLOLHY WR PDNH
FOM HVAHWRIHRVER O F LIXJIG Q FR P H
VXSSRUWHG E\ RXU FXVWRPHUV D QG SSMHUAH K P DQG KRXVHKROG OHYHO WR UHG)

& RFRD + RU] RQV 0 RQGHE] , QMALODVIRQDADQG %4HQ FHQFKPDUKWVH LQVLIJKWYV KDYH VKD H§% - HAHBOWH 3URJUDPPH L
-HUU\GV DLP WR LQFUHDVH RQ IDUNNWRPR\WDHJI\ IRFXVLQJ RQ ODQG WHQWBLDFJ(?F@E@ U\ A <
RRJLY

YHV LQ 1HVWO«QOV VXSSO\ |
SURGXFWLYLW\ DQG IDUP UHVLOLHQHRMFHQWLYHV DQG DFFHVV WR LQSX ,}AH— <

/KLMVRBDUZH H[SDQGHG RXU QXUVHYMERY VKRUWDJHV UHPDLQ D NH\ EDUYHNY WAWHERE@WORQ ZKHWKHU SU§PS\VM'RS)(Q/H[KLRmQYLEHNVHHGX\S;WNRE\W[;/FWLRQV V)
LQIUDVWUXFWXUH LQ %UDILO 2LWK ViR & QRULEYBYWKXRD ElsuDFwLFHY 200 ORIRA YWRIX SHQKDQFLQJI VRLO PDORIHFHOW ;) Fx| 0GUHO LO VFKRRO DGRSWL
PQ DGGLWLRQDO YHJAWDWLRQ KRXVEcEYHYVDWKRY RKBOOHQIH E\ VXSSONGYP QRLOD HQWHKEERMMG SHVW PDQRIFPEQW ' ybo SUDFWLFHY HOQJDJILQJ LO I
FDSDFLWY WR GHOLYHU UHVLOLHQW FRERPDERDBLQRHEVEFHYWDVNY VXFK DRSYIBXQQQDFRERE WR KLIK TXDOLWL SODQWLQY, PRWHULEOr b wKURXIK IRRG

H[SDQVLRQ LV FORVH@DO DA NHRIWRWRKH Y DQG DSSO\LQJ DIJIULFXOWXUDBUW QQRWHD KIH@ISRQJIIDUP ODERU LQYHVWRHQWRQG

Loz

(=

V. PRY
ZKLFK DLPV WR SODQW KHFWDUHVoRRPAURIBROWKBL WL HV FORVHU WR DFKLHYLQJ D OLYLQJ LQ ng;gE%SEQFDWﬁ%%%EU&;g\

DQG UHVWRUDWLRQ VXSSRUWLQJ ERWK HQY H WUHOJWKHOLOJ WKHLU UHVLOLHOE
fog WIGRD PIREBRIUDP FRYHUHY Q QLQ QP bO $VVRFLDWLRQV 96/8V  ZH KHOS EXLO

UHJHQHUDWLRQ DQG ORQJ WHUP IDUP UH .
KW BB AR Y -H DOVR IRFXV RQ@ MELCAIA WR LQYHYWEy i w\ DOG XQOREN LQYHRKWWH QW EDSD

DJURIRUHVWU) S RDXIF KHIHYIMDK | pypHUV LPSURYH SURGXFWLYLW\ ZKSORGHUMOLW LYY OREIEHVLIQHG WR K %EJ,JQ%%SE
< Hb L



KTWJ[JW HMTHTQFYJ

UWTXUJWNSL KFWRJWX

96/$V RIWHQ OHG E\ ZRPHQ VWUHQJWKHOQ

FRPPXQLW\ UHVLOLHQFH DQG DFFHVV WR FUHGLW ORUH
LOIRUPDWLRQ RQ 96/$V FDIHHPDRXQG LQ

5LEWNFKDSWHU

,Q SDUDOOHO ZH DUH VFDOLQJ GLJLWDO SUHPLXP
SD\PHQWV WR VWUHQJWKHQ ILQDQFLDO LQFOXVLRQ DQG
WUDQVSDRPXQELILWDO SD\PHQW SURJUDP KDV

KHOSHG WKRXVDQGV RI :HVW $IULFDQ IDUPHUV WR
REWDLQ QDWLRQDO ,' GRFXPHQWY UHPRYLQJ D NH\
EDUULHU WR DFFHVVLQJ IRUPDO VHUYLFHV DQG VXEVLGLHV
7R IXUWKHU VWUHQJWKHQ RXU DSSURDFK ZH DUH
FROGXFWLQJ D VWXG\ ZLWK (7+ =XULFK 1$'(/ RQ
HITHFWLYH FDVK WUDQVIHU PRGHOV IRU FRFRD IDUPHUV
ZKLFK ZLOO LQIRUP IXWXUH LPSOHPHQWDWLRQ
VWUDWHJILHV

U gsmdqrghor cqghuhmf ognfgdrr
UDQVIRUPLQJ WKH FRFRD VHFWRU UHTXLUHYV PRUH

WWHUYWR 6WDNRPKRQGHIIY j 3XU 3HRSOHRYHUQDQFHR)' *5, BHSRURBROLFLHYV

FROWULEXWH ODERU RU UHVRXUFHV WRGRXOKHWVXHNUNMROQWLQXHG HQJDJHPHQW LQ
VXSSRUW LPSOHPHQWDWLRQ E\ SURPRMWROUH SHFGIBBUWQHBRXHKLS &/$3
SUDFWLFHV LOQYROYHPHQW LQ LOQLWLDWLYHY OLNH &/%$3
UHIOHFWY RXU FRPPLWPHQW WR VKDSLQJ C
Xsgdmfsgdmhmf rntgbhmf mc dm akRMmEYRQPHQW IRU IDUPHUV =H DGYRFDWH
rdbsng sq‘mrenql‘shnm GDWD VKDULQJ LOQWHJUDWHG ODQG XVH SF

H[SD%GHG ILQDOFLDO LQFOXVLRQ WR VXSS

&UHDWLQJ WKH FRQGLWLRQV IRU IDUHP'IH>H_ BE%%IH[BJ(S@\UQIQ/YBLHQW FRFRD HFRQR
UHTXLUHY UHWKLQNLQJ KRZ FRFRD LV VRXUFHG DQG

SXUFKDVHG

‘'H FROWLQOXHG FROWULEXWLQJ WR VHENRY UAALYp bs

WKURXJK WKH &fWH G0,YRLUH *KDQD2XRFRDW D LARIDWIQN¥HY WR VKRZ WKDW SRY|
&,*&, SDUWLFLSDWLQJ LQ D ZRUNLOHOGXRWS RRFXWKBELYHQ E\ WKUHH NH\ IDFW
RQ SULFLQJ PHFKDQLVPV 2XU DGYRHDEWPHWIKDQEHSULFH $JLQJ FRFRD WUHHYV
D PRUH HTXLWDEOH GLVWULEXWLRQ EHNOOXIHOB ORI GQYVKPIFURVY :HVW SIULFD X
FRFRD VXSSO\ FKDLQ DQG VWUHQJIWKHH®IRVKHREREW RPUP PDQDJHPHQW 7KDYV
WKH IDUP JDWH SULFH DV D FULWLFDZHWRRMN QRVWISRBHRXW\ IRFXV RQ SUH KDUYH
UHGXFWLRQ $ ZHOO IXQFWLRQLQJ WQMWINISODIUUHOWMRSYLERGEOD XGLQJ SUXQLQJ VR
VI\VWHP WKDW UHZDUGV VXVWDLQDE®® OQI3HBUHRYXSWNYWHDQG GLVHDVH FRQWUR

WKDQ LQGLYLGXDO DFWLRQ LW GHPDRGEXH XRWRLBSURFHVVIZED \IvUsailDRRLQRJI FDQ SURYLGH D VWURQJHU IRXEGDWIORWIRRODQWLQJ PDWHULDO DQG V

FROODERUDWLRQ $ORQJVLGH ROHU RZR DH@MHRGVRWLERQYH WR D wuDbQVsOBHBWUDRF R IHOSHORQI WHUP VHFRMRIL WHNRIDALHQ FH

ZRUN FORVHXUZEWKWRPRYVORFDO UHVSROVLEOH V%S®EGEHFKDH ®DYH DOVRVWLQJ FKDQJH LQ WKH FRFRD VHFWROQWHDPRLWRWKHVHBERUWYRXSRXU
RUJDQL]DWLRQV DVVRFLDWLRQV GHYHQRHFRHAMHG ILHOG OHYHO VXVWD LYY BWHPILE\UHURYPDPYG DOLIQPHQW DFURIWDEXEZGLF KD BRYHKHFRBNDUHYV LQ
SDUWQHUV DQG ORFDWR FRHERWPHRMW YU %HQ -HUU\GV DOLJQHG ZLWK WRHLUYDWH IDFWRIAMRPFRYHUQPHQWY SOD\ D FHQWEEA WRRGPUGHUV UHFHLYHG RXU

VROXWLRQV WKDW DUH HITHFWLYH ORFPHO) JURXQGHG DQG
$FURVV DOO SDUWQHUVKLSV ZH IRF¥\RPY¥x VOHHRI WKHQRLQJI WUDFHDELOLSISRUPGWR KHOS WKHP LPSURYH ALHOG D

ILQDQFLDOO\ YLDEOH

LPSURYLQJ UXUDO LQIUDVWUXFWXUHIURBRUOWLYLWDIPFNDIH ZKLFK LQFOXGHYV

VXVWDLQLQJ VFDODEOH SURJUDPV bB8PHBHEWERIFKRXQG DIULFXOWXUDOUFRDURGHFWIRU WA SHFRIQLILQJ WKH LPS
LQYHVWPHQW PHFKDQLVPV WKURXJKIERRERHDEBHMIPSRUW LQFOXVLYH ODQ@E UHIQVWUQWERBRD IDUPV ZH DOVR GL\
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KTWJ[JW HMTHTQFYJ
UWTXUJWNSL KFWRJWX

FRFRD VHHGOLQJDWRHUY DFURVVYQFUHDVH LQ WKH SRYHUW\ EHQFKPDUN ZH
RXU VRXUFLQJ UHJLRQV KHOSLQJ WD OUHIBDGFBHAKIUHNYXHG DQG HIFHHGHG RXU )RUHYHU
WUHHY DQG VWUHQJIJWKHQ IDUP UHVLOKRBFEGD\WH WRHJIJHW IRU WKH UHSRUWLQJ
| XWXUH SHULRGQG D WRWDO RIFRFRD

7KH SDVW \HDU ZDV PDUNHG E\ VLJQLUDPUFMHUAY LKL RKY VXSSO\ FKDLQ KDYH ULVHQ DERYH WKH
WKH FRFRD VHFWRU &OLPDWH VWUHSRYDIQUWY PDWRHPFUHDVH FRPSDUHG WR

HYHQWY OHG WR JOREDO FRFRD VKRUWDJHM PO KILVWRULF

SULFH VSQNHHW SRQVH JRYHUQPHQWWVKIQV&YMKHHYHPHQW UHIOHFWYV WKH FRPELQHC ILPSDF'W R
GO,YRLUH DQG *KDQD UDLVHG WKH IDWAVUQWHDESBLFHWHNRULFHY DQG WKH VFDOH RI RXU ILHOG
&)$ NJ DQG *+6 NJ UHVSHFWLOYHYONO LQWHUYHQWLRQV +RZHYHU ZH UHFRJQL]H WKDW
KLOH WKHVH LQFUHDVHY FROQWULEXWHBFWRQUPWKRYHRrHUW\ OLQH LV RQO\ WKH EHJLQQLQJ
IDUPHU LQFRPH WKH\ DORQH DUH QRWWXLVERBQW WR EXLOG D WUDQVIRUPDWLYHY FRERD

HQVXUH ORQJ WH WRVOLEXODQ RL\D O IDUPLQJ PRGHO WKDW HQDEOHV D OLYLQJ LQFRPH LQ

Q ZHSSGDWHG RXU SRYHUWYRHQFKPDUN

UHIOHFWRMWK® % DONIV -NEMI WUR Q $V ZH PRYH EH\RQG WKH PLOHVWRQH RI OL!WLQ.

86" SHU SHUVRQ SHU GD\ 7KLV HQVXUHARRRRD IDUPHUV RXW Rl SRYHUW\ RXU QH[W

LPSDFW PHDVXUHPHQW UHPDLQV WUPRUSDUWOIW DWQEOHDU HQDEOLQJ IDUPHUV QRW MXVW WR
DOLJQHG ZLWK JOREDO VWDQGDUGYV VXU LPIS OE R DMMRICRKRRM EHWHVLOLHQW IDUPLQ.J

DUH YLVLEOH LQ RXU UHSRUWHG UHWXOWMPVKIGLQFWHDOVHG QQFRPH VWUHDPV DQG IDLU

WHUPV RI IDUPHUV UHDFKLQJ WKH SFSYDHUML\FOSDRW LRQOHY WKH FRFRD HFRQRP\ 7RJHWKHU ZLWK
VWHHS HYHQ WKRXJK WKHUH ZDV DX\ QSDMWBNMIHUY ZH ZLOO FRQWLQXH WR LOQYHVW LQ VFDODEOH
WHUPV RI FRFRD SULFHV LQ WKH SDWROKZIVERBDRDWKDW GULYH ODVWLQJ FKDQJH DFURVV WKH
VHDWRQ VHFWRU

, Q ZH UHDFKHG D PDMRU PLOHVWRQH LQ RXU
MRXUQH\ WRZDUG HQDEOLQJ D OLYLQJ LQFRPH IRU FRFRD
IDUPHUY 'HVSLWH FOLPDWH UHODWHG FKDOOHQJHY DQG D

YDQ 901 HW - $ HW DO $/1YILQJ QFRPH IRU &RFRD 3URGXFHUV LQ &TWH G ,YRLUH DQG *KDQD"

,Q -XQH WKH :RUOG %DQN UHYLVHG WKH LQWHUQDWLRQDO SRYHUW\ OLQH IURP 86" GD\ SHUVRQ EDVHG RQ 3XUFKDVLQJ 3RZHU 3DULWLHYV

333V WR 86" GD\ SHUVRQ EDVHG RQ 333v. ,Q UHVSRQVH %DUU\ &DOOHEDXW KDV UHFDOLEUDWHG WKLV WKUHVKROG SHU FRXQWU\ XVLQJ WKHLU
UHVSHFWLYH 333V DQG QDWLRQDO LQIODWLRQ 7KLV DGMXVWPHQW LV UHIOHFWHG LQ RXU ILVFDO \HDU .3, UIXPEHU RI IDUPHUVY DERYH WKH :RUOG %DQN
LOQWHUQDWLRQDO SRYHUW\ OLQH RI 86" GD\G 7R HQVXUH FRPSDUDELOLW\ ZLWK SHUIRUPDQFH %DUU\ 4DOOHEDXW UHWURVSHFWLYHO\ DSSOLHG WKH
XSGDWHG WKUHVKROG WR ODVW \HDUGV GDWD 8QGHU WKH SUHYLRXV WKUHVKROG RI 86" GD\ SHUVRQ IDUPHUV ZHUH UHSRUWHG DV OLYLQJ DERYH WKH
SRYHUW\ OLQH $SSO\LQJ WKH UHYLVHG WKUHVKROG RI 86" GD\ SHUVRQ WR WKH VDPH GDWDVHW UHVXOWYV LQ IDUPHUVY DERYH WKH SRYHUW\ OLQH
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KTWJ[JW HMTHTQFYJ

MZRFS
WNLMY X

Nmsgnctbshnm ZKLOH GULYLQJ ODVWLQJ LPSDFW LQ

$V SDUW RI RXU )RUHYHU &KRFRODWHRAWEBWHI\ zH DUH
FRPPLWWHG WR HPEHGGLQJ KXPDQ UTWKW Q IVFHRYLQR AXU DELOLWY WR S

YDOXH FKDLQ ZLWK D VWURQJ IRFXVVRQKIFPRWHFWKYV LPSDFWV UHPDLQ
FKLOGUHQ 2XU DSSURDFK LV EXLOWRIGRWARVLHY SHVHDUFRKLERQLVIRWMAH @
FRPSOHPHQWDU\ SLOODUV 7KURXJK WkPHH bY &P B6xyHDG SUHYDOHQF

GLOLJHQFH +5'" ZH DVVHVV PRQLWRRFRIQHEURZLQJ UHJLRQV ZKLFK XQG
PLWLJDWH ULVNV LQ RXU RSHUDWLR®@V b cRWUXxESIN HKlgL HKDQJIH H EHO
,Q SDUDOOHO RXU FRPPXQLW\ EDVHEURKSURHPFrkQ WKH 81 *XLGLQJ 3ULQF
DGGUHVVHV WKH URRW FDXVHV RI FKR®%e OPERY F\WJKWV #HBRYV HQJDJLQ
VXSSRUWLQJ DFFHVV WR HGXFDWLRJ RRWVMHFIWKHGINIRQ JLQ GLITLFXOW FRQ
FKLOG SURWHFWLRQ VI\VWHPV DQG HARWILYRPFEBWNRIHRI SDUW RI WKH

QRUPV WKDW SULRULWL]H IDUP ODERIRRE4RLRY KRR DRG FRQVWUXF
7RIJHWKHU WKHVH SLOODUV HQDEOHYWNHWR UHGXFH ULVNYV

Ttg fn kK

% \ RXU HQWLUH VXSSO\
EHbFRYHUHG E\ +XPDQ 5LJK
'LOLIJHQFH UHPHGLDWLQJ D
FDVHV LGHQWLILHG %)\

FRPPXQLWLHY ZH VRXUFH IU
HPSRZHUHG WR SURWHFW F

S5SHSRUBROLFLHYV
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KTWJ[JW HMTHTQFYJ
MZRFS WNLMY X

Ttg "oogn'bg &RFRD 6HFWRU WKH &KLOGUHQUGV 5LIKWYV DQG % XVLQHVYV

+XPDQ 5LJKWV LV RQH RI WKH IRXU VIWUOWHIPE S Ed §pfif) PQRG WKH 81 "OREDO
QFW ' F IGKHUH WR WKH SULQFLSOHV RI WKH 81

RI RXU )RUHYHU &KRFRODWH vwuDw &R’ |

IRU WKLV SLOODU IROORZV WZR LQWRRF kK%PF(@VFTH:9\/%%[?1Y—Y\'NF\Q/Q RI +XPDQ SLIJKWV WKH ,/2

%\ RXU HQWLUH VXSS0\ FKDLQ zLOO P PR RY R QEDPHQWDO SULQFLSOHV DQG SLIKWY
45" ZLWK DOO LGHQWLILHG FDVHV R? ¥k RYE SHERYVERQYHQWEKRELY DQG W

UHPHGLDWHG %) WKH IDUPLQJ FREBXGRWILFR RQ WKH SLIKWV RI WKH &KRLOG

ZH VRXUFH IURP ZLOO EH HPSRZHUHGYWR SURWHFWRWLQRXHG WR VWUHQJWKHQ DQG

U
FKLOGUHQGV ULJKWV 7KH IROORZLQRYMERWRBIBLLIG RFY +>°° VIVWHP DOLJIQHG ZLWK WKH

KRZ ZH DUH SXWWLQJ WKHVH FRPPLWPH WY THQRREVWKH . QWHUQDWLRQDO &RFRD
SUDEWLEH QL WLYH V ,&, VL[ NH\ HOHPHQWYV ZKLOH XSKROGLQ]J

2XU DFWLRQV JR EH\RQG GHWHFWLQY PKIUP BBERYSZRQFESOHY

DLP WR VWUHQJWKHQ DQG FROQHFW ZLIWREREMKH 2(&'aV VL[ VWHS TUDPHZRUN ZKLFK
SURWHFWLRQ VIVWHPV HPSRZHU FRPPXJ N HNVPDQEUXFWXUHG SURFHVV IRU LGHQWLILQJ
SURPRWH ORFDO RZQHUVKLS DQG FKPYE 'SBUMHFL §R I IREYHVVLQI KXPDQ ULIJKWV ULVNV

‘H EHOLHYH HQIRUFHPHQW RI1 D VWU&&P%M%%L{NE%Q/MHH FRODRzLQJ SDJH
IUDPHZRUN WR SUHYHQW PLWLJDWH DQG UHVSRQG WR

KXPDQ ULJKWV DEXVH DQG YLRODWLRQV LQ RULJLQ
FRXQWULHY VKRXOG EH SDUW RI D EURDGHU HIIRUW WR
VWUHQJWKHQ DQ HQDEOLQJ HQYLURQPHQW IRU
VXVWDLQDEOH IDUPLQJ

%DUU\ &DOOHEDXWQaV +5'"" DSSURDFK LV JXLGHG E\

ORFDO QDWLRQDO DQG LQWHUQDWLRQDO ODZV DQG
VWDQGDUGYV VXEX' DYI\GKILQHV IRU

OXOWILODWILRQODO (QWHUSULVHY RQ 5HVSRQVLEOH %XVLQHVV

EROGXPWE' *XLGHOLQHVY WKH 81*3V WKH
2(&" %XVLQHVV +DQGERRN RQ 'XH 'LOLJHQFH LQ WKH

TUY"WR 6WDNHRKRQAGHIK j 3XU 3HRSCHRYHUQDQFHR)'

*5,

S5SHSRUBROLFLHYV
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KTWJ[JW HMTHTQFYJ
MZRFS WNLMY X

TIJHI Itd IThkhfdmbd Lthc mbd enqg Wdronmrhakd Gtrhmd
Hnmctbs qghrj'la rdc ctd chkhfdmbd eq ldvnqgj

ollEm_SJeW f) UWme_\" N J{{W{{
KRZ LPSDEWYV JU..Wz{W _|wJS«{

DUH DGGUHVVHG LQ RSHUDWLRQV VXSSO\

FKDLQV EXVLQHVV
UHODWLRQVKLSYV

> .20... _ UW \oz

IRWU zW{wom{_RjW 0zySoowWzJeW

RE{ mW{{ SomUE€S- LQ UHPHGLDWLRQ
LOWR SROLFLHV ZKHQ DSSURSULDW
PDQDJHPHQW V\VWHPYV

5zJSi WI{Wj wzW..Wme
A LPSOHPHQWDWLRQ z |_+_Jd-W

DQG UHVXOWYV GYHUVH LPSDFWYV

IHVSRQVLEOH EX
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MZRFS WNLMY X

IRWUU _m] zW{wom{ RjW RE{ mWPSSHRWEELQJ +5'' DFURVV RXU HQWILLNH \OXISOWN 0DSOHFURIW 7KHVH LQMADRQYRXIQUFH G KW UWBO WLPH REVHUYDWL

meo WOJBUWIMIIWIWme {"{+WI{ FKDLQ GHHSHQHG WKURXJK +XPDQ 5LJKWV ,PBOH® VXUYH\ KHOSV LGHQWLI\ DQG UHSRL

6% . i N 2XUULHYDOQFH PHFKIOVVP FHOWUDO $ROHVVBHQWY +5,8V FRQGXFWHG VKXQFBIQ ULJKM)N YLRODWLRQV VXSSRUWHG E
2XU +5'° SURFHVV LV DOFKRUHG Lo DHPEENAGF QRBHMSRQVLEOH EXVLQHVYV, ERRGR¥WDL QWP GRU % UD]JLO &fWH\VGNDYRDQE UKDUUDOV WR QDWLRQDO FKLO
50G SURFHGXUDO IUDPHZRUN 7K 5%DRQR XA YYWWHPYV DQG HQVXUL@PPHURRQ DQG 1LJHULD 7KHVH DVVHYEPHRFWNO ZHOIDUH VIVWHPV ,PSRUWDQ\
SROH Rl &ROGXFW RXU 6XSSOLHU &Pl REQWOERPHW! W HQDEOHV HPSORME@WLIDYPAUNQW KXPDQ ULJKWYV URYNQRIHFEQIHI LQWHUYLHZHG DV SDUW R
+XPDO 5LIJKWV 6WDWHPHOW DOG s KLBESHEHY DQG HIWHUQDO VWDNHKRROGHHUIWVWR G HFSFFRPPM QLWLHYV  ZLWK DZ 8 DRV Y AWAHIR WRFHXQNV RXU DOLJQPHQW ZLW
EWDWHPHQW VHW FOHDU KXPDQ ULJKWRREMYQMAAA kGHLEHQWY WKURXIR QKD QBN XFKEDIRPHQ (DFK +5,$ UIRWERDDWLRQDO DQG UHJLRQDO FKLOG St
DFURVY RXU RSHUDWLROV DOG vxssWKHESOWHILIWWR/HQMXUH FRQVLVWHOWKEQEHG SDUWLFLSDWRU\ DSSU R DFHKJ DQGDWH\RQOBYG UHGXFHV WKH ULVN RI |
GRFXPHOWY DGKHUH WR LOWHUQDWLROTR DOLWH; PRYSRQVHY WR UHSRU®WHGFRXEDMQUUVHAFVILF DFWLRQ SODQ ZLWK FRQFUHWH
LOVWUXPHOWY DQG VWDQOGDUGYV RO KxBBBWHRRW /APYY ' &DOOHEDXW KDNWHPDWWOBEYLNRKHBLWLJDWLRQ SUHYHQWLREIDRE wzW . Jiwehd_m]]Je_m] JU..Wz{W
FKLOG SURWHFWLRQ UHFRJOL]LOJ RXUREROH ¥R 5LIKWV 5HVSRQVH SURWRFERODWKRRK , ®RXU IRFXV ZDV RQ  rgigm z_]"ef _Iw-BS$e{

FRPSDQ\ ZLWKLQ WKH EURDGHU FKLGSHERECWN AP JXLGDQFH WR WKHLERRSPLITDRFHOW PR PRQLWRULQJ WKE:QVHF\'(&';WLR? XPDO ULIKWYV YLRODWLROV |
VIVWHP 7KH\ DUH VXSSRUWHG E\ LpSOSOROMHDWPRE SDUWQHWRUHHH VWHSE,$V DUH UHYLHZHG DQG XS GHDNMH/G U5 PR

SURWRFROV HVFDODWLRO PHEKDOLVA}REBRWMARRGRIRWY JULHYDQFH PHWRDWQUVPNBYREIWHVY DQG UHILQH RX VLR DRD ERWIRUWRRWLRQV WKDW DGGUHV

‘ D IRVWHU SURWHFWLYH HQYLUR
7RIHWKHU WKH\ IRUP WKH EDVLV IR URKRE AR ISEDHVY ¢ RRBIXWWU XSFRPLQJAHDU zH DUH FRQGXFWLQVj;ﬁggD%ééQSGI\/DE&(S)LHV DOG FRPPXQLWLHYV
DVVHVV DQG KROG RXUVHOYHV DQG RXU SDUWQHUV *5,$V LQ (FXDGRU ,QGRQHVLD DQG W UL W JWKHOHG SUHYHOMW
DFERXOWDEOH UWm~ m] IFMW{{ m] JU.. Wz{w ~EIR¥KQWULHV ZLWK HPSKDVLV RQ FKLOGYSWRARROWLRG YWYHE

$V D ILUVW VWHS LO RXU +5'" SURFHVVZ_ZIE *d v wds®¥p.oo “OREDOO\ ZH ZLOO DOVR H[SDQG RxYHRELY WRIFGEGEER T1 Y VIWOTL A SBE8-0
Q : WKH VXSSO\ FKDLQV Rl QRQ FRFRD L8PPHEPHYYWEDAQFREDXW VWDII TURP KHDG

H
RXU DJULFXOWXUDO UDZ PDWHULDO WVIXBPWLHHVGYWR FLOIRIRQEH EHILQV ZEWKE KRR YN WPRD R EDoH KDJHOOXWP YR oM Bigl YHG WUDLQLQJ LQ VDIHIXDUGIH
6XSSOLHU &RGH RU GHPRQVWUDWH HAMUBEUHR Bid ®RI1ZK\ KXPDQ ULJKWYV ULVNWB5E6%D,Q FRFRD IULHQGO\ HQJDJHPHQW ,Q :HVW $IULFD ZH
FRPSOLDQFH WKURXJK PXWXDO UHFRIWQRMNIRQUBYLRRY WKHVH ULVNV DU URRWH LP P HG D 7UDLQLQJ RI 7UDLQHUV PF
RYHU RI RXU UDZ PDWHULD Oy WUXFQMUDO FKDOOHQJHV VXFK Dvl%g)glé g\]{’%%W\ﬁ\%g@@(%ﬁg‘fuugx F)R2>|E:5FH3T E(%é%((\%eﬁ:K%Q%KE§ FRQGXFWLQJ IDUP REV
X R
F
Y

KDG VLIQHG RXU 6XSSOLHU &RGH RULHYPHRKIPDOHS\ DQG OLPLWHG DFFHVV WR W.LR VH IW VNLOOV LQFOXGLQ.

HW
PDUNLQJ D ILUVW VWHS WRZDUG RXUz kRPHSBURDFK VWDUWYV ZLWK FRXQWLY Qs HORRRE WLRORQLMONMW WKURXJKSGGLWLRQDOOV RYHU VWDII JOREDOO\ Z
VXSSOLHU ULVN VFUHHQLQJ XVLQJ WKLUG SHUNW ROVCE&HY 01 ERWK DoORXBEYY BERSRQGHUV LQ RXU GLUHFW VXSSO



QQXDO 6RFLDO DQG (QYLURGR UM,
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KTWJ[JW HMTHTQFYJ
MZRFS WNLMY X

SDUWLFLSDWHG LQ D VDIHIJXDUGLQJ IRU BMMIOHYJLRURIHRPYLRUDO ,QVLJKWYV IRU &KLOGUHQ

7KLV WUDLQLQJ HQKDQFHV WKHLU DE&R®®WWA WR RHWSKRRQ & MWMRIHWHG FRPPXEKLIWWEAVHFNlon mdmsr rHen B|gnh h s X
VDIHIJXDUGLQJ FRQFHUQV HQDEOH HFRHFWW ¥ AWM ERUW IMQJI QHKG IRWKHU KDQ|

PHFKDQLVPV DOG DGGUHVY EDUULHURI WK KBEROWLBERFLDO &RQWUDF WXz XdoSeGh Mt 1S qCﬂ mfs 0 dmhmf o0 gn b 0
)XUWKHUPRUH ZH FRQWLOXHG WR VXSSRUW RXU

VXSSOLHUV LQ HVWDEOLVKLQJ +5' SBRBHDWWH W DIBEH SURMHFW WKLV EHKDYLRUDO

H[SDQGHG WKH VHWXS DQG FRDFKLQYRIHOQFADDSSURDFK DLPV WR UHGXFH FKLOGUHQQV

5LIKWVY &RPPLWWHHV +5&V DW WKHHOQUPHUPBHORKXEQ KD]DUGRXV WDVNV DQG LQFUHDVH

OHYHO 7KH +5&V RYHUVHH SUHYHQWLRKR R Q @ WMAHSRED/IF H

HIIRUWV UHODWHG WR KXPDQ ULJKW YQYLRNPON LVRIQY 0\ /LIH 0\ 5LIKWYV SURMPEET

Q DGGLWLRQ LQ@H NLFNHG RIl RXU LPSOHPHQWHG E\ 5LJKW 7R 30D\ IRFXVHV ROQ

&RPPXQLW\ 6\WVWHPV 6WUHQJWKHQLQHPBERIHRDEK FKLOGUHQ WKURXJK SOD\ EDVHG GCHDUGLQJ

DFURVV &TWH GO,YRLUH *KDQD DQG,QLJHULD WRKRRWHW®XEV ZHUH HVWDEOLVKHG ZLWEK
SURWHFWLYH HQYLURQPHTKMVPIRG&HPOKW @ B UGG MXQLRU OHDGHUV IDFLOLWDWLQJ DFWLYLWLHV VXFK DV
EXLOW DURXQG ILYH LQWH U F R Q/QHHF WA-OX E RPBRIQH RWVKLOG ODERU HGXFDWLRQDO JDPHV DQG
JUDSKLHFIITHFWLYHO\ IXQFWLRQLQJ FKL®IG §BR®HWWNRRQV

PHFKDQLVPV LPSURYLQJ FRPPXQLW\ Q 1LJHBXD SDUWQHUVKLS ZLWK 7HUUH GHV KRPPHV
LQIUDVWUXFWXUH HQKDQFLQJ DFFH¥WMWR XWKLW\SDUWLFLSDWRU\ EDV%%%@HhSZKdHrUH
HGXFDWLRQ DQG OLYHOLKRRGV DQGFKR\OGHWIQRVYKDWWE OLIH VWRULHY DV D A Rhl DPSOLI\LQJ
VWDNHKROGHU FR®OPFODWRG DLWLRRP P X QLRMHLU YRLFHY DQG LQIRUPLQJ WDUJHWHG DFWLRQ XQGHU
RZQHUVKLS DQG FKLOG SDUWLFLSDWHh RBRQVWWPDRE GBMVRIHVEWKHDUFK PRGHO 7KLV PRGHO

URRW FDXVHV RI FKLOG SURWHFWLRQGURYXGINVLR ®RZHUIXO EDVLV IRU VKDSLQJ

VXVWDLQDEOH ZD\ LOQWHUYHQWLRQV WKDW DUH FRQWH[W VSHFLILF QG

,Q &TWH GG,YRLUH D NH\ PLOHVWRQHREZ®PRZWHKHGA ROIORKXWHRIDVY FR UHVHDUFKHUV LQ VKDSLQJ
9LOODJH 6RFLDO &RQMVIUD® PWYVHHPHQWWVSRQVHY WR WKH LVVXHV WKDW DIIHFW WKHP

FUHDWHG E\ FRPPXQLWLHV RXWOLQLQ@ NWXHMWKBEAR SURMHFW FRXQWULHY D FRUH DFWLYLW\ LQ

FRPPLWPHQWY WR FKLOGUHQUGV ZHOOEHLQZDYDVHWMNIQOWKG RU UHLQIRUFLQJ &KLOG
E\ 6DYH WKH &KLOGUHQ DQG VXSSRUWHG E\ WKH &HQWHU



QQXDO 6RFLDO DQG (QYLURQPRHQMW,D,0

%$55< &$//(%$8'7$ WWHUOYWR BWDNRKERQGHUIR j 3XU 3HRSOHRYHUQDQFHR)' *5, BHSRUBROLFLHV
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SURWHFWLRQ &RPPLWWHHV &3&V 7KHWK QRWRLBQDO FKLOG SURWHFWLRQ JRDEW FBQe WSS B UM veSHN. . WRROV LQFOXGLQJ WHPSODWHY DQG H[DP!
DQFKRUHG VWUXFWXUHY UHVSRQG WR FRROGLWDWWE VHFWRUDO UHVSRQ'VI-FFRPPXQL DWH RXU SHUIRUPDOQFH G\IH(QJCI}E)%J_H(%IPLQ)NHG WR ORFDO FRQWH[WV W

F
YLRODWLRQV DQG KHOS SUHYHQW ULONAK W/EDF KZLHO WS QR UW WKH 6&$/( LQ%W#PHV&B'?)GOFbGYEL\JRQPHQWDO PSDF\EF%)&%\%H\,\IV&?EULF 6WDQGDUG 2SHUDWLQJ
VHUYLQJ DV NH\ HQWU\N SRLQWYV IRU SUKHW-HDFWREYH)RXQGDWLRQ DQG WKH OLBE¥YWYNBIEXVWRPHU DOG SUF’UUDP SR ABRYIKEXY (RR VWUHQIWKHQLQJ UHODW
HQYLURQPHQWY DQG UHIHUUDO SDWKZRFOWLRQ WR VWUHQJIJWKHOQ SXEOLgLégﬁFDWLR(QI_PWDYH SXEOLVKHG WKIRETYQFWRW DIHQFLHV WKURXJK FDSDFLW

6EWUHQJIJWKHQLQJ &3&V WKURXJK WUDLEDQH RQEHIDRLOO H[SDQG WHDFKHUWYDHAUQIRARF HU akRFRODWH suURMURNHKROFHYYPDSSLQI DQG WKH VHWWLQ.

::UHDPV\I/—IUZSCL)JNSVDlIJDV(\Q/GRIFI;I;(Cl)JGvi\/UURDV\\;VHHFJV\VbVRWD:LKﬂ?\QD-HJSQ@PH‘DlLLMLQQJ WR VEKRRAM oW RSO WZBR 03 vWDOGLOJ FRIPINPROWS RWKZD\V ,Q &IWH Ga,YRLUH *t
FRSPXQLW\ R e e R UG IR B UFKHL O G UH Q WUDQVSDUHQW UHSRUWLQJ EH\RQG é‘F?F?&BJLWH ZRUN ZLWK H[SHUW RUJDQL]
2XU UHSRUWLQJ DQWLFLSDWHYV HYROYLOJUH HJQ/WU\J%[?% HG FKLOG SURWHFEW

PDQUDJIHPHQW ZLWK VRELDO VHUYLFHV

7KHVH FRXQWU\ OHYHO HIIRUWYV DUH VESHERUMKGWEWMPM+Js_om IJmU zW{€i*dyHVWRU H[SHFWDWLRIQFVR OW L O XHC
JOREDO &RPPXQLW\ RI 3UDFWLFH EULQg$QJ WRIHWKHU SUHSDULOJ IRU WKH IRUWKFRPLOJ &RB3RYERHY ZLWK RXU 12 SDUWQHUV ZH HQ

LPSOHPHQWLQJ SDUWQHUV DQG ,&, WR VKDUH._ L %RYDWLYH : FDWA—I I&%ORZV D VWUXFWXUHG SURFHVV |
|5) DXy L RUWLQJ 'LUHFWL
SUDFWLFHV PRGHOV DQG WRROV IRJlIJI[I)IFHN: LJY]S-IC%_| I%B(SJEDQFH LV HVVHQWL WRLRQ ¥ X O RV IeBiW Q HQW WR LQGLYLGXDO FDVH SODQQ

P
SURWHFWLRQ VIVWHPV DFURVYV &RFR%X-IUR%Eﬁ?ﬁbO[}(égQFH VA\VWHP LV HIIH%HBRQGDFF[N\RH(LQQ\DIEUHSRUWQQ\UHLZ(BlDSRJ\ﬁ\IL—’I_I!QWH \\//ROXWLRQ $ FDVH LV RQO\ FOR\

DQG FRQWLQX VO\ LPSURYLQJ :H PRMDRWRIOWMKURXIK FURVYV FR)O(LQWU\&%—?BQ\?K%%
FXVWRPHU SURJUDPYV HAX/H/
PSOHP)é WDWILRQ RI DFWLYLWLHV D&ERRRXQLWO ROIHYWHDAMWLFH KDV EHFRPI—IIZFE)QI\EI-I_II\UQ LV D GHTAD ®\G DQG D ILQDO YL
L

L
/R DGGUHVV WKH HFRQRPLF GULYHUYU%IPFﬁ( Y?g%gé FZDI_{/H PDODJHPHOVE MDRVERE P X R UWAKD UL QJ H[SHULHQFH@%deUPV D GXUDEOH VROXWLRQ KDV EHHQ

/DRODVRVF$RVQVV¥LF(BE)<\I;IV(ERVXVS59R63¥VVLQJFQRLPOPC)&JHEIM?FPFYWV\(?HJQ/W%QLGHQWL'\ ZKDW ZRUNWUDGL WK ZEHQYHDOLJQPHQW

VFK?—IPHV WKDW SURQYLGH DFFHVV WR %?é%g%% RB3\ B8 VWDNHKROGHU BDQG UHJXODWRUN fgnke Q and Ramhsnghmt me Wdldeh sh
. rsd RWX'

KHOS EXLOG ILQDQFLDO UHVLOLHQFH?[Y\KHVHD L%E VoW LYHV 1WIW(L)J_J _m] cgu...Wz{W AELIm z_ S din& )

FRQWULEXWH WR ORQJ WHUP HFRQRPLE %g\/%éi AL Eﬁ:éRQ ZH WUDFN WKHBBROORXW DQ Xo RQ EHKDOI RI RXU FXVWRPHUV ZH

UHGXFH KRXVHKROG UHOLDQFH RQ FKREEUDERR FE)' R

oo e ouL Y P RERIIBURNG  Bionrwy rxu unvsnBRRULONICER MRS axL o8 PERY ¢
U
F

,Q &TWH G0O,YRLUH ZH FRQWLQXHG R?(EJXVHLYLWLW:'PVIQ vﬂszoo DV FDVHV UHIRRBYHEW KB FEYExw wr wonH vwux HEHEL }g&@ﬂfévwmmwm&voaxu
D

LVP Vv a\
&/() (QVHPEOH FRQWUH OH WUDYDLO GHV HQIDQWV DFWLRQ ZKHQ KDUP RFFXUV :H GHYHd\?Vféq"PG F%<>§U?, OGLYLGXDO UHPHGLDWL
QDWLRQDO SODWIRUP FR OHG E\ WKH JRYHUQPHQW DQG *OREDO +XPDQ 5LJKWV 5HVSRQVH 3URWRBREERWR 158+

F W $IULFD L&, OLQH ZLWt

FXVHG FDWLR VRFLDO LVVXHV |
LQGXVWU\ WKDW DOLJQV FKLOG ODERU HOLPLQDWLRQ HPSOR\HHV DQG SDUWQHUYV LQ UHVSH%\)GXL J W QK@(%%S UDWQLRQV H\ DEWLYLW]|
VWUDWHJILHYVY 2XU SDUWLFLSDWLR HQVXUHY DOLJQPHQW ULIJKWYV YLRODWLRQVY DFURVYVY RSHUD I_ID E \52)(§_ (5\ '
QHQ Q Q VW U VFKRRO NLWV DQG ELUWK F
FKDLQV 7KH SURWRFRO LV VXSSRUWIG-IlG \ é’ ¥V\)V8IQDOF
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KTWJ[JW HMTHTQFYJ
MZRFS WNLMY X

HVVHQWLDO OHJDO GRFXPHQWYV WKDWMDY)HPEBIUGRI FKLOG ODERU FDVHV XQGHU

FKLOGUHQ V ULJKWYV DQG HQDEOH WKIHPHGEPWVYR WRDV DW LQ

HGXFDWLRQ $GGLWLRQEDOO\ ZH SURXL®H WWKDVQLQRUHRLVH UHIOHFWY LQWHQVLILHG

IDPLOLHY DQG FRPPXQLWLHYV RQ FKLOGHOQMHRUFDWLRQ HIITRUWYV LW DOVR XQGHUVFRUHYV WKH WLPH
DZDUHQHVYVY DQG FRQGXFW UHJXODUDIROETERUKXKIMIXLWNG WR HQVXUH HDFK FDVH LV

WR IDUPHUV0O KRPHVY WR HQVXUH RQIJIRGQUNWKGIBRVWWXXVWDLQDEO\

SHPHGLDWLRQ LV D ORQJ WHUP SURFHVV DQG WKLV
Ttq Id rtqdc hio bs ILJXUH XQGHUVFRUHV RXU FRQWLQXHG FRPPLWPHQW WR

V R J HYHU\ FKLOG ODERU FDVH LGHOQWLILHG
, Q WKH SHUFHQWDJH RI IDUPHU fl?F?xéJ\)Nl': ‘Qr
RXU GLUHFW VXSSO\ FKDLQ WKDW KD@%—FVQ%\I?VIE-I% lE Féz)OV FVHVXFFHVVIXOO\ UHPHGLLWHG

WR SUHYHQW PRQLWRU DQG UHPHG LW ERYBE WHFPry YLVH FRPSDUHG WR

LQFUHDVHG IXUWKH@ WRH ODVW ILVFDO \HDU
ZH LGHOQWLILHEDVHV Rl FKLOG ODERUR DGGUHVV LQFRPH GLYHUVLILFDWLRQ DQG ILQDQFLDO

UHSUHVHQWLQJLMFUHDVH IURP WKH SOVRGLHQFH ZH VXI8RUIWMKURXJK
\HDU 7KLV LQFUHDVH LV suLPDULO\ &%H v RPHS DO GRROOHFWLYRGY) VDYHG D WRWDO RI
&/056 FRYHUDJH DFURVV RXU FXVWRPHU sQRUBBpy 7KHVH VDYLQJV DUH RIWHQ

'Q SDUDOOHO zH FRQWLQXHG VKLIWEGYQIRF KRR K ROE LQSXWYV HGXFDWLRG DQG VPDOO

OHYHO PRQLWRULQJ WKURXJK LQGLYEGXD®VIWUUFRAM WrWLQI WR ORQJ WHUP VWDELOLWI

EURDGHU FKLOG SURWHFWLRQ DSSURDFK IRFXVHG RQ
SUHYHQWLRQ DQG V\WVWHPLF UHVSRQVH 7KLV WUDQVLWLRQ
DOLJQHG ZLWK H[SHUW JXLGDQFH UHGXFHYV

VDIHIJXDUGLQJ ULVNV DQG HWKLFDO FRQFHUQV OLQNHG WR
GLUHFW FKLOG LQWHUYLHZV $V SDUW RI WKLV VKLIW ZH
GHYHORSHG DQG FRQWLQXHG WR LPSOHPHQW QHZ WRROV
LOFOXGLQJ IDUP REVHUYDWLRQ VXUYH\V ZKLOH
PDLQWDLQLQJ RXWUHDFK OHYHOV



% $55< &$//(%$8'7$§,§QDXF\A?56HRSFRLSVC\), DQG (RQYLURGRHLRCwr BWDNRERQGHIK j 3XU 3HRSOHRYHUQDQFHR)' *5  EHSRUBROLFLHV

> GHIRUHVWDWLRQ
QWUDO WR WKLV HIIRUW
UDWLQJ LQYHVWPHQW
)LQV 2XU DPELWLRQ WR
DWLRQ IUHH LV RQH
1HW =HUR



%$55< &$//(%B8 7 22O EGHRSFQSVC\)/ PQG (QYLURGREHINZOWR 6WDNHPKROGHIV | 3XU 3HRSOMRYHUQDQFH)'  *5, 5HSRURROLFLHV

KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

Ttg “ogn'bg IRUHVW SURWHFWLRQ LQLWLDWLYHY HDAMAMVLMHKB PR KROKWD@PEH GLYXR DQG LQ DFFXUDWH VXSSO\LQJ ODQG SORWYV GDW

7KULYLQJ 1DWXUH LV ROH RI WKH IR;@QBVSB\BV%éfk%JLgBBS\yFDSHV VHWWDQO PUGIKEZVRXUFLQJ VWUDWHJILHY DG PHWLIYBDOML RIQV SURYLGHYV D IRUZDUG OR

RI RXU JRUHYHU &KRERODWH vwUDWH I 280 i e85 Gy LS b7REBPSIHNBG  FRXQWUL ULVN DVVHYYRNQIGNHEEW R IRKK VXSSOLHUY GULYLQ)
IRU WKLV SLOODU LV JXLGHG E\ WZR L I_B\)%_PPUG\ QI-YW%\H—I& - C Q RNQ 2 Q

WDUJHWY %HERPLQJ IRUHVW SRVLWLD dDCEZQVWUDWH WKDW GLVWLQFW ULVN SURILOHV WKDW LQIRRWMPLRRXU PA\QEREPEEQVLIORQRLOO OHYHO GDWI

: ' RMLGH IRUHVW SURWHFWLR LOQOVWEDRDWWYIRWYDQ @HIRUHVWDWLR ULVN DQD ¢
GHFDUERQL]JLQJ RXU YDOXH FKDLQ HPLV\'/lI'_W k/QDWEj_IQX%%RSH RIWKH (8'5 QG | QLQ R QRQ Q Q

YF\BCO V_.YRXUFHG WR VXSSO\ RARUVILJEQVLWLHV L FRQWH[WXDO IDFWRUV WKLY DVVHVVPHQW
ZLWK DGHIUHHY &HOVLXV SDWEKzD1 7KH LK Iffll% \\,( HG,YRLUH ZH KDYH DFKLHYHG ? FHQWUDO UROH LQ VKDSLQJ RXU IRUHVW S|
VHFWLRQV RXWOLQH KRZ ZH DUH LPSOHPHB\%EQJ V@K%—IK/VI\[I :

GHFRUHVWDWLRQ IUHH VRXUFR@Ww] Wz J{{W{{IWme JmU Wm]J]WYWMPWHI\ LQ SDOP RLO

WDUJHWYV LQ SUDFWLFH
$ WLRODOO\ ZH KDYH PDSSHG_l_I:EE|

LWL gy
‘H IXOO\ VXSSRUW WKH (8 '"HIRUHVWDWL § OXDWH VXSSOLHUV EDVHG RQ WKHLU DELOLW\ WR
(8'5 DV ZH EHOLHYH WKDW ELQGLQJ UHj)D DHVI\Z/% \ﬁﬁ/}éb%% 'DUPV DV RI GHOLYHU WUDFHDEOH GHIRUHVWDWPROIWHR virdxdmH Wzl JH{W{{IWme
HVVHQWLDO WR GULYLQJ V\VWHPLF FKDQ \Bée KLV VFRSH ZH LPSOHPHOW HENERY BT Y orHOW WR RXU 6X S S)DUHU RHRYGHD WUDFHDELOLW\ LV D FRUQHUV
GHIRUHVWDWLRO 6LOFH WKH RXWVHW Z2 KpRECHEWREH o\FRQGXFWLQJ FREQUWIA G- ¥E xH GLOLIHQFH V\VWHP VGWKDUM P BW LG IUHH VRXUFLQJ VWUDWHJ

VXSSRUWHG WKLV OHJLVODWLRQ JXLGHBVKI:\QV)%/VLFHQWV DFURVV DOO VRX%[RQI‘]:\H/H\J/\}'LR? VVqQG LQGLUHFWO\ VRXWRHG WRWXKRHVKH RULJLQ RI FRFRD DVVHYV
UHVSRQVLELOLW\ WRZDUGY DOO VXSSO\ I'F?(BL%/F
V

LQJ LQ IRUHVW SURWHFWLRQ LQ KLIK UEY N 6 VXxSSOLHU HO DB WRXOWH DQG UHVSRQG ZLWK WDUJHWH
VWDNHKROGHUYV IURP IDUPHUYV WR FXVV@IIQ)IQI-?J D%/\H?V TKHVH HITRUWV DU D(EJIV\PLI_,:FXVX)%\J \ I'X)URXQG (8'5 UHDGLOQHVVFRODHBWYGEBWOGLOHG GDWD IRU HDFK IDL
KHOS KDOW GHIRUHYWDWMRH)L HOEBCHR W H FRQQHFWHG WR RXU EURDGHU WWISJIP(%LH(?\FIQ% (Vg 5 UHTXLUHPHQWY DQRSVHDBERUWNAQFOXGLQJ QDPH IDUP VL]H
WUDFHDEOH IDUPLQJ SUDFWLFHYV DQG SBQ&/I—YF&MWQ&Q\?\%QH LQJUHGLHQW\Y\\V\%PI R S%UDGHV WR HQVXUH WUDFHREUGLWDWRVIDD®G SRO\JRQV PDSSHG ER.

KLV FRPSUHKHQVLYH DSSURDEK HQVAHMA N Y« e i QDEOHG PRQLWRULQUHRY PRERIDDAGVKHQ RYHUODLG ZLWK OD
Gdbnlhmf enadrs onrhshud ax »=op2 DY WHUP FRPSOLDQFEH zLWK (8°5 LypRIEREGHE LQ WUHH FRYHU ORVV GDWD WR HYDOXDWH GH
q - "D ORQJHU WHUP VWUDWHJ\ WKDW LV JHDUHG %/HR%%E&%VV% UHG ZLWK ORVDLULYN 7WKRHSHUDWLRQDOL]JH WKLV ZH OHYH

2XU IRUHVW SRVLWLYH DPELWLRQ L | §
D LOVRDARA 16X GEOLUNQFH DQG WUDFHDELIKE G IFPHCR! (DUWKTXDOL]HW BBIQ RIRRILWHY UHO\LQJ RQ VDWHOOLWH F

WUDFHDELOLW\ ULJRURXV GXH GLOLJHQFH DQG IRUHVW
< Q 'LIJILWDO WR FRQGXFW D SURDFWLYHV\WYWRHEDO HIIDMNSHG ZLWK KLIJK UHVROXWLR

SURWHFWLRQ DFURVV RXU VXSSO\ FKBE@MYz Ajw..Wj UEW U_j_JWmMSW pyyHyyPHQW RI DOO SDOP RLO PLOOWHW HFMQIRLIYWHERY®W XUEDQFH LQ DQG DU

7KLY DSSURDFK LV VXSSRUWHG E\ WKH UHTXLUHPHQWV
: X O\ FKDL 7KLV DVSRRWAH QW LYY YWROQWHHW ZRUNLQJ ZLWK SDL
VHW IRUWK LO WKH (8'5 IRU ZKLFK zi'dh RRU0RZQ FRXQWU\ ULV N ROXAY BV DRI QMW BR Q o b® Q

. . % 9 6WDUOLQJ GHY
SUHSDUHG HTXLSSHG ZLWK JHRORFDBWR BOPUS WG I &YH WHRWLRQ DQG OHOBIORWHMILI WY R ERMIOO DQG OHJDOVPRIRS QUDIAF® WA VN, 5% Q

Q\P%\é q_QI(PJ Q/Q\FW\Q)I(_)I%/QDWLRQDO OHY HOML BIDVAHEGHRRUHVWDWLRQ 1R 3HDW BQWEXR DQG (DUWKZRUP )RXQGDWLRQ SUR
WUDFHDELOLW\ WRROV DQG VWURQJ . : R HDU UHDO WVPH IRUHVW LP
2XU DPELWLRO DOVR LOFOXGHYV LQYI—II'\Q\)O/LI_bUJQIP&R/\D%leILVQIlI_I(? FULWHULD B6RXIPROWDWILRRQW BUHDQG (8'5 FULWHUHBROURIBRRHQ

KLIKOLJKW ER[ RQ IROOR HQDE®DMHM XV WR

u}x o
O

XIT

m
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KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

PRQLWRU GHIRUHVWDWLRQ HYHQWYV ZQBNKL Q ORFD O URX EEBWZHHQ H[SHFW
FRFRD IDUPV DQG VXSSRUWV ERWK LBRFHRDQDROKPGWUKWVIM)JI IDUP VL]H D
DQG (8'5 FRPSOLDQFKBh DRYOESRUWY RIYUR HFRORJLFDO FRQGLWLRQV ZH
SDOP RLO HIIRUWYV E\ YHULI\LQJ RXU\PHOG\OBWW BARAH HQ\ VXSSO\ YROX
\HDU DQG SURYLGLQJ ELZHHNO\ PRQ MWKRIWIHQEHRQFKPDUNY DUH LQYHVWLJIL
GHIRUHVWDWLRQ SHDWODQG FRQYHBVHREGQWQWKHUKMLOWUDWLRQ RI QR
DFURVV RXU HQWLUH VXSSO\ FKDLQ DXWWURKISDEMWHHPR FRBILWWR RXU GHI
VXSSRUW DOVR LQFOXGHV DVVLVWDQMREPHY FDVH
SULRULWL]DWLRQ DQG HQJDJHPHQW DV QHHGHG

/R GDWH ZH KDYH PDSSHG D WRWDO RIW ., F{]Lr@S)\NRIQ’VS/\Jm_{Id:

'DUP SORWV 7KLV \HDU DORQH ZH QHZOVPRSSHC) o 5o poc wuDQVSE
FRFRD IDUP SORWWQDEOLQJ ID
Q Q IyHFKD LVP WKDW DOORZV DQ\ VWD
OHYHO WUDFHDELOLW)\ D%URWLQ MIGHVH, HODWH WR VRXUFLQJ
HDFK IDUP WR LWV JHRORFDWLRQ Wulp ISIIJ_D bg Y PO FEHY DUH ORJ

DQG ULVN SURILOH ZH DUH EXLOGLQg/IPUW)kl\PK fS\PV\VU)?%VXUHG IUDPHZRU

LQJ
J RX

VIVWHP WKDW VXSSRUWYV ERWK RXU HPV
FRPPLWPHQWYV DQG HYROYLQJ UHJIXOD FOWLRQ VWDNHKROGHU HQJE v SUl
UHTXLUHPHOWYV R FWLYH DFWLRQ ZKHUH QHHGH OJH T
HQKDQFHV DFFRXQWDELOLW\ LQFUH QVLV
| GLDORJXH DQG VHUYHV DV DQ HDUO HOW
UU_-_omJj UEW U_j_JWmSW IWJ{€gWMiNy QRW FDSWXUHG E\ UHPRWH V
%H\RQG VXSSOLHU DVVHVVPHQWYV DQ&EHWIPWAY RQVRXU JULHYDQFH PHFKD ULV N
PRQLWRULQJ ZH DSSO\ DGGLWLRQD G @& RN IR@N/VW R RIQIGSVF MU 2 I XW
VWUHQJWKHQ WKH LQWHJULW\ DQG Wa\DRRPIDQHQB\GOVWRXBULYHQ FRQWU DO G
VRXUFLQJ V\VWHPV VWDNHKROGHU HQJDJHPHQW ZH DU LOJ K
RXU DELOLW\ WR GHWHFW ULVNV HD - ERF
> WjU Somezoj IWSAJm {l¢ HITHFWLYHO\ DQG XSKROG WKH LQW RUH

SURWHFWLR% FRPPLWPHQWYV
2XU ILUVW PLOH WUDFHDELOLW\ VA\VWHP LV XQLTXH W

LOQFOXMHHNM LRQHFLUHOG FRQWURO PRGHO WKDW
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KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

Kngdmggnsdbsmgmidbdrm bnbn® "mc o kl k mcrb odr

JRUHVW SURWHFWLRQ LV WKH FRUQHAKWDWOORQKIRAHRXRIRQ 1LIJHULD
VWUDWHJ\ WR EH IRUHVW SRVLWLYH OCHODOQWID/W DQQXDOO\

LQ WDUJHWHG FRQVHUYDWLRQ HITRUWY DFURVY KLJK ULVN
FRFRD DQG SDOP ODQGVFDSHV LQ &TWH GGO,YRLUH

WWHUYWR 6WDNRKERQGHII j 3XU 3HRSOHRYHUQDQFHR)'

,QGRQ

*5, BHSRU®BROLFLHV

LULD
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KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

Ffgnengdrsgx mc rg cd I'm fdldms ®m ZHRQWLQXHG LPSOHPHQWLC
bnbn’ DJURIRUHVWU\ SURJUDP HVWDEOLYV

$JURIRUHVWU\ LV D NH\ vwubwHJI\ wRIBYWEY HG Rp [34i g THYRMHPWL Q J ]
FKDQJH DGDSWDWLRQ LQ FRFRD 0DQEGRPI VR W HHHIEYS VFRSH FDUER

EXIIHU FRFRD IDUPV DJDLQVW ULVLQT WHPRBBEX§gyWDPLR&(57 SO0 WU
UHGXFH GURXJKW VWUHVV DQG SURWHFW EBFRD PRoEy FRFRD IDUP SRC
KHOSLQJ IDUPHUV DGDSW WR PRUH HIWRRPHPSEFGFPUERQ SHUIRUPDQFEH F
XQSUHGLFWDEOH ZHDWKHU :H DFKLHRRQTEMNP Wwurx #Q "KDQD DQG &TW LU
VKDGH PDQDJHPHQW DQG WKH LQWHJRIWIRG RARGAVR RUHVWUL PRGHO '
DQG IUXLW WUHH VSHFLHV WR FUHDW&PREPE RAVLEEIHGW Y CGLDJQRVWLFE LW |
FRFRD VIVWHPV WKDW DUH EHWWHU BEHESRAE R FAAPDWY UHSODFHPH
FKDQJH PRQLWRULQJ RI WUHH VXUYLYDO DQ DOG
&RFRD JURZQ XQGHU VKDGH WUHHV V' YEFRPRYRQLC WHQXUH LQWHUYHC H YH!
UHVLOLHQW WR GURXJKW DQG GLVHDVH WXsYRUWyHH EDVHG SURGXEWY DQG
KHDOWKLHU VRLO VWUXFWXUH DoG RXUTYHW-EHURR BEXLOG HFRQRPLFE UH LQJ
WUDMHFWRU\ ORUH LQIRUPDWLRQ RGRXJGSARUNVWHRERSWLRQ DQG ORQJ WKH
VXSSRUW LQFRPH GLYHUVLILFDWLRQDPOE GAVROTYHENUY ZLWK 3DAPHQW SUHV
EXLOGLQJ FDQ EH RRRYGHOLWKHDUPKGUYYLFHV 3(6  7KURXJK 3(6 IDUPH HDUF
EKDSWHU DQQXDO SD\PHQWV EDVHG RQ WKH V HUDW
$JURIRUHVWU\ IXUWKHU VXSSRUWYV QD WXDBBBPSWR!T WKH WUHHV WKHA S Q\J/szLlj_
FRQWURO VKDGHG FRFRD IDUPV EDQ VI VYT'LVFB%%&)J\HFW 'LQDQFLDO LQF ek
ORZHU SHVW DQG GLVHDVH SUvaxu'ﬁHPROEV%'B\u%% RIPUMNVERRG FRQWULEX
PRQRFXOWXUHV $V VXSSRUWHG E\ UHVADPELHPRYDO DVQIDUP O+ HO KH S
RSWLPDO VKDGH FRYHUDJH Fp 8 WEEXYH G SDAPHQWY RQ KHFWDUH RORJ
EODFN SRG DQG PLULG GDPDJH ORZ L?LUQEJD\(RLkﬁQcEWGFRQWUDFW 3D\PHQ DGRS
'RU EKHRLEGQSXWV &IWH Ga,YRLUH ZHUH SURFHVVHG G 0J R
PRQH\ HQVXULQJ VSHHG DQHs DWFHFHV QG 5,
DOVR H[SDQGLQJ RXU 3(6 PRGHO WR W H
) SRW

%»ODVHU +DUW - HW DO &OI PDWH VPDUW VXVWDIQDFOH DIJUIEXOWXUH LQ ORZ WR LQWHU

» SURL



KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

%UDDLG ,QGRQHVLD GHVLJQ SKDVHWHKDYEKEPH®UH DOVR OHDGLQJ WKH
FRPSOHWHG DQG IHDVLELOLW\ VWXGL[S0 PWH)S FK@RERGDLMVYY DOWHIUH DWL
&DPHURRQ DQG (FXDGRU VXSSRUW LDJQRKH DS IDGORQJ WHUP FRPPHUFL
JURZWK RI RXU FOLPDWH VPDUW FRFRDWKPEQWQR®V$ JRRGV &KROLYD WF

JURXQGEUHDNLQJ QRQOFRFRD DOWH
Hkhi sd ghrj “mc qdrhkhdmbd ORFDOO\ DYDLODEOH FURSV VXFK D

8QGHUVWDQGLQJ DQG DGGUHVVLQJ EJLPBWH TAGp fih &YW HELE S YW

ULVNV LV FHQWUDO WR RXU ORQJ WFﬁM&XVM%é%’EEB@V@\L% %VLW\ RI $5

RUH FRFRD FHOO FXO'
EXVLQHVVY VWUDWHI\ZHQPRGHOOHG RX% PHU J RYDWLRQ WKDW HC(
FOLPDWH ULVNV XVLQJ WKH SODWIRlPP |_| I{é(U]WLSL W%%FRFRD FHOOV LQ F
S5LVIOLE®EHK SURYLGHG YDOXDEOH L nglz I

PH KLOH VWLOO L HI

HISRVXUH DFURVV RXU VRXUFLQJ UHWKL FGK \\ KDV WKH SRW?—IQV
FKDL®HH \LHOG PDS

FRF V J VWUHQJWIKNQOWHS

ZKLFK IRFXVHV RQ EXLOGLQJ UHVLOL[?—|
OHYHO DQG DFURVV RXU EURDGHU R H /
PLWLJDWLRQ HIIRUWV LOQFOXGH ZR “F
IDUPI—TUV WRQLPSOUHPHQV;? D(?JU(I;?IRUH%/\H/U \é/) Frthv] gx
YDWLRQ %3
DQG VKDGH PDQDJHPHQW SUDFWLFHV vD
DSSURDFKHV KHOS LPSURYH ELRGLYHUVLW\ DQG VX
ORQJ WHUP VRLO KHDOWK

'H DOVR FRQGXFWHG RXU ILUVW UHSRUWLQJ LQ OLQH ZLWK
WKH 7DVN )RUFH RQ &OLPDWH UHODWHG )LQDQFLDO
'LVFORVXUHYVY 7&)' UHFRPPHQGDWLRQV WKLV \HDU
RXWOLQLQJ RXU JRYHUQDQFH VWUDWHJ\ DQG ULVN
PDQDIJHPHQW DSSURDFK WR FOLPDWH UHODWHG ULVNYV
DQG RSSRUWXWQHA/I HZ/LVFORMXWHYV

GHWDLOV

RPELQHV RXU FKIF
I: (%WLILF OHDGHUVK
éJ FRPPLWPHQW WR
G VXVWDLQDEOH JU

D
/KHVH ILQGLQJV LQIRUP RXU PLWLJDWLR UD \

(I-%I< WFKND FDEJLE)RGXFW SRVVLEL

SWE 89‘”

;Um;U;Umé
O<
/<
NI

SSRUW

’"WR 6WDNRKRQGHIK j 2XU 3HRSOHRYHUQDQFHR)' *5, BHSRUBROLFLHV

7KH PDS EHORZ LOOXVWUDWHY WKH SURMHFWHG \LHOG LPSDFW RI
FOLPDWH FKDQJH E\ KA GHHWHNY &HOVLXV ZDUPLQ

VFHQDULR IRFXVLQJ RQ WKUHH RI %9DUU\ &DOOHEDXWOV NH\ UDZ
PODWHULDOV ,W FRPSDUHVY SRWHQWLDO HIIHFWYVY DFURVY YDULRXV RULJLQ
FRXQWULHYVY IRU HDFK UHVSHFWLYH FURS QRW FRQVLGHULQJ RXU
PLWLIJDWLRQ DFWLRQV

JRU IXUWKHU GHWDLOV DERXW ULVN PB8&G RYSFRRWXQHWLHYVY VHH RXU
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,PSDFW 5HSRUW ’

WWHTUYWR 6WDNRRPKRQGHIIY | 3XU 3HRSOHRYHUQDQFHR)' *5  EHSRUBROLFLHV

KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

Fcu mbhmf nm ntg Sds _dgn Ontgm&Xxbsnghdr

,Q ZH SXEOLVHKH®W RMUR 5RDGPDPSGXFLQJ RXU VFRSH DQG HPLVYV
RXWOLQLQJ D VFLHQFH EDVHG WUDMRFEFWRU\IWW BHBRFERDGPDS ZKLFK W
WRWDO HPLVVLRQV E\YHU¥EXV UHGXFWLRQ EQ RI HOHFWULT

EDVH \HDQG UHDFK 1HW =HUR E\ XKHG JOREDOO\ FDPH IURP UHQHZDE
URDGPDS KDV EHHQ YDOLGDWHG E\ WKRXo¥ IRHIPFWRDNVHGE RSHUDWHG IXOC
7DUJHWYV LQLWLDWLYH 6%7L DV DO LHOWMEWALLEKWXK H
GHJUHHV &HOVLXV SDWKZD\ RI WKH 3QULV $JOHHRMOW QXHG H[SDQGLQJ |
'HYHORSHG RYHU PRUH WKDQ VL[ PROWRWZDBXKH HOHFWUL BIQAB LG QXJINXON
VXSSRUW IURP 4XDQWLV WKH URDGPOBUUH IOHEWNEWRWKWOV ILUVW RQVLW
ODWHVW VFLHQFH DQG LQWHUQDWLRYDXXOVWHEHEDBWFVY ZMWVKDKQ LQVWDOC
VKDSHG WKURXJK LQWHUQDO DQG H[WHU® D/R YWWWHHNHK EOEWKUVKH RQVLWH
HQJDJHPHQW PLWLJDWLRQ VFHQDULRONRIOHEO MWLRQGWKH SODQW QRZ V
DFWLRQ SULRULWL]DQE®DIHHG ®HOWREOHFWULFLW\ IURP RQVLWH UHQHZD
&RUSRUDWH &DUERQ )RRWSULQW PHWKRGROHRIPDOD/RLSEHEXHG RXU ILUVW
ZLWK RXU QHZ UHFDOFXODWLRQ SRORF\WLWH VRODU WHVUKR BRZAHUI 3XUFK
7KH IROORZLQJ VHFWLRQV RXWOLQH$JIRWHHARHRLQMW, VLIQHG LQ *KDQD WR RI
DSSO\LQJ NH\ OHYHUV WR UHGXFH DOGREHP RHL OV EXLOW VRODU IDUP IR
HPLVVLRQV DFURVV RXU YDOXH FKDLI®FWRAP 1HyRWRFDQWON UHGXFLQJ

VKL

DMH F\
7TKUF
YLWL
DU RC
KHLL

IDEWR U\ HPLVVLRQV RI RXU RSHUDWLRQV HO’C()D
,Q ZH DOVR DGYDQFHG HIIRUW OLIOF

IRVVLO IXHO UHOLDQFH DFURVV RXU SRUW

QHZHVW IDFWRU\ LQ&BQDGWTRUSSH  EH\T

SRW YV

2XU WDUJHW IRU IRU VFRSH IRU VFRSH )RUHVW /DQG DQG $JULFXOYWRBEH )IRQ )/$*
FI S RI RXU 1HW =HUR 5RDGPDS
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KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

ZLWK KHDW SXPS WHFKQRORJ\ WR SURKMVGHOWE®HYV JHY RJWPY VWHRWUDQVSRUW
GHIJUHHV &KBVWAWYI QHHGHG LQ D VXO/YQD VAWEOB QHZ EHQFKPDUN IRU VXVWDLQDEOH
ZD\ ORJLVWLFV LQ RXU JOREDO QHWZRUN

)Y XUWKHUPRUH ZH ODXQFKHG RXU &LWHKOYVH DFERMRRPWDUWHG WR HQJDJH HIWHUQDO
MRXUQH\ DFURVYV VLWHY PDUNLQJWUPIWER YWHSLRQ SDUWQHUV ZLWK D IRFXV RQ
WRZDUG D PRUH VXVWDLQDEOH DQG GHNDOERQW]JLULRWRFHDQ IUHLIKW WR IXUWKHU UHGXFH
2XU VWUDWHJI\ DLPV WR WDFNOH UHWODXQJFH FXFOMMQ HPLVVLRQV

HQYLURQPHQWDO LPSDFW DQG ZDVWH WKURXJK WKUHH

NH\ SLOODUV JHUR ZDVWH WR ODQGILOO.  ZPM Wit U HGXFNER R shnm “mc
DQG YDORULIDWLRQ DQG VXVWDLQDE G, DENRALQI Q

DGGLWLRQ WR UHGXFLQJ ZDVWH E\ \({KLIWLQ
OLQHDU WR D FLUFXODU PRGHO ZH D/H_\/\ (%)c?_
UHVRXUFH HIILFLHQF\ DQG LQFUHDVI—'I:%%W I5'
UHF\FODELOLW\ 2XU JRDOV IRU RF)ﬁJRHgll-'IB
VLWHV LQFOXGH JHUR ZDVWH WR OD é(ﬁ_%%UW

UHF\FOLQJ DQG D UHGXFWLRQ LQ LLbRJY)\{-IVg(gTIZI RFRD VHFWRU

SDFNDJLQJ ZKLOH UHGXFLQJ YLUJLQ ‘SloBbWhvp G WR EH LQFOXGHG RQFH DJDLQ RQ WKH
&'3 &OLPDWH 4$ /LVWG UHFRJQL]LQJ RXU OHDGHUVKLS LQ

FOLPDWH GLVFORVXUHH QG SHUIRUPDQF

EL,DO SDUWQHUAMKLSV LQ

WR D FURVV LQGXVWU\ FOLPDWH LQLWLDWLYH
\QGWKH :RUOG &RFRD )RXQGDWLRQ

IDWHU DOLJQPHQW DQG DPELWLRQ

T<wD) QOcTT
O
Jn

5zJm{woz-

Q ZH DFKLHYHG D PLOHVWRQH LQ

VXVWDLQDEOH ORJLVWLFV ZLWK WKH IXOO HOHFWULILFDWLRQ RI

WKH VKXWWOH ODQH EHWZHHQ RXU :LH]H

PDQXIDFWXULQJ VLWH DQG WKH *OREDO 'LVWULEXWLRQ

&HQWHU LQ /RNHUHQ %HOJLXP 7KH IOHHW WKUHH

HOHFWULF WUXFNV DQG WHPSHUDWXUH FRQWUROOHG WUDLOHUV
RSHUDWHY FRQWLQXRXVO\ FKDUJHG GXULQJ XQORDGLQJ

DQG SRZHUHG E\ RQVLWH VRODU HQHUJ\

TUY"WR 6WDNHRKRQAGHIK j 3XU 3HRSCHRYHUQDQFHR)'

*5,

S5SHSRUBROLFLHYV
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KTWJ[JW HMTHTQFYJ
YMWNI[NSL SFYZW]

PUNT=?A07B Ttg bnllhsldms sn
sgd ZS XILrt

Ttg Id rtqdc hlo bs HFRV\VWHPV $V VXFK IBREPDUGV ZH
Q RXU QHW FDUERQ IRRWSULQ%LBHD'BEXC\{ RQ UHSRUWLQJ RQ UDZ powHUL OB BrBF 7 B C>

PLOOWRQ H UHSUHVHQWWBGXFWLRQ UFE\?IS\LjHUVLHPg\LVRV\\/KDHQELSJ?S\TWZFKKHDUoHoﬁHgiuyy%mWLB'stRYLDOV IURP 7TRWDO FDUERQ LQWHQVLW\ SHU
FRPSDUHG WR WKH STKINV R IMBY YV Q QIH Y RYAFHYWEILQWe2 H  WROQOH RI SURGXFW ZLWKRXW

GHFDUERQL]DWLRQ MRXUQH\ Q Q

% UHGLEOH DQG LPSDFWIXO
TKURXJK RXU LQWHQVLILHG DJURIRUHVWU RJU ZH

? = >
DFKLHYHG VLJQLILFDQW VFRSH FDU: R%H |5?\((I CSSD\SfJ\HFTF;(T_E"HV:LVQHV(\;/VVZV;VEE'I‘QJ FRP o LEQw ? A @
LQGHSHQGHQWO\ YHULILHG E\ 6XVWD 5 SkéHG RFYIHQUG RR QID U P \D 7RWDO QHW FDUERQ IRRWKBHWQWHVQRODJURIRUHVWU\
ZH HVYWDEOLVKHG DQ DGGLWL B

H RRY, OOLRQ W&BMZO\ HYWDEOLVKHG
KHEFWDUHV RI DJURIRUHVWU\ )XUWKHU 95' 2(3—14 WFI?DDW(;(QD(IBZE:;/(FI\?/VUDHE\LSZ(Vl\j\FsKLV \HSP?’S)/OV\EF%H
GLVWULEXWHGQRQ FRFRD VKDGH WU HQ Q Q Q

R/\ﬁ
FRFRD IDUPHUV VXSSRUWLQJ IDUP o%—HHQrS'ZF \ FI)E PHGPRERD IDUP SORWVY OF@ @AF D?”B DEB
5

U
VLQNV LPSURYHG ELRGLYHUVLW\ S%K g?JK\}V l} UNVKDV ?ORI)I/VFVIT/SOR\XSLJUIIE_II-TSEITG XK
FOLPDWH UHVLOLHQFH 7KLV \HDU R \? EEW’ IJ:DI-PH&S{ F&Jg< h MKW KDGH WUHHYV 1R RI SORWV PDSSHG

UHYLVLQJ RXU DSSURDFK EDVHG RQ W DEl}gll' D d WSSP\I;ISI!VUDHO \\//VVRVEJ(EJSF(?#F\I):/TQ)I/DULLE&WII_—IIG WR IDUPHUYV

WKH ODVW IHZ \HDUV DQG WKH ODWH IQ I? Q Q Q Q '

6LOFH RXU EDVH \HDU ZH KDYHDUHGS%II?—I FWLYHO\ GHYHORSLQJ V\VWHPV WKDW H%DEOH XV
&(XU%XRVWRPHUV WR PDNH LQIRUPHG [EQQ E @E

QHW FDUERQ LQWHOQINQW\DEEKLHYHG DUl(I-SIVSR
GHFUHDVH LQ DEVROXWH QHW HfDLVVng
W

VLE(%H VRXUFLQJ GHFLVLRQV UDWKHU WKDQ
MY EBR RUWJXODWLRQ WR WDNH H”HF?\/VIUFHQW[SU—LR[DU\ 1R IDFWRULHV XVLQJ RQO\
UHGXFWLRQV XQGHUOLQH WKH LPSDFW RI WDUJHWHG %| MRXUFHG UDZ GHIRUHVWDWLRQ OLQNHGHRXUFHGH HOHFWULFLW\ VRXUFHYV
DFWLRQ DFURVV NH\ VRXUFLQJ RULJLOV DQG L H
Q Q WH%LD X HV ZHUH GHPRQVWUDWH%D(g\/RPV\PWﬁEUéQOV GHPRQVWUDWHG

J
Q ZH DOVR FRQGXFWHG DQ LQ %ﬁ YRS W v R
DVVHVVPHQW WR UHYLHZ WKH ULVNV, DVVRFIDWH& 71
HYHU\ UDZ PDWHULDO ZH VRXUFH 7KLY KDV KHDOS
WR LGHQWLI\ PDWHULDOV WKDW DUH JURZQ L Q UH
ZKHUH ULVNV RI GHIRUHVWDWLRQ DU\MU%)%J\PSLDJbﬁg
ZKLFK SURGXFWLRQ GRHY QRW LQYROVYH

UHRWDWLRRH 6D VW WR EH FROQWULEXWLQJ WR

VWGLUHFWO\ VRXUFHG FRFRBYHVWDWLRQ
G RFRD LQIUHGLHQWY 7KHVH JDLQV

hgmeSwv LQ vxssol\ FkpLe @ EE B @ =
\RYREYRQ PDSSLQJI DQG PRQLWRULQJY

F L
H 7RWDO HQHUJ\ FRQVXPHG
ubDoO 0:K
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O
,PSDFW 5HSRUW

G FRFRD DQG
RI RXU
H WR IDUP

DELOLW\

DQG

WKDW R

HG LQ RXU SURGXFWYV
OO\ WUDFHDEOH WR

UHV FXVWRPL]HG
UHIOHFW WKH VSHFLILF
O\LQJ ULVNV RI HDFK
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XZXYFNSFGQJ NSLWJINJSYX

Ttq ooan bg dehmf dchdmsr
6XVWDLQDEOH ,QJUHGLHQWV LV RQH RI
VWUDWHJLF SLOODUV RI RXU )RUHYHO € [Ews{hy shnm

VWUDWHJ\ 2XU WDUJHW IRU WKLYV SLOODU LV FOHDU %\

RI RXU FRFRD DQG RWKHU LQ
ZLOO EH FRUWMHUHGEHG DQG WUDFHD
OHYHO 7KH IROORZLQJ VHFWLRQV V
DGYDQFLQJ WRZDUGV IXO0O WUDFHDE
RQO\ VXVWDLQDEOH LQJUHGLHQWYV

,Q OLQH ZLWK RXU RUHYHU &KRFROI
UHILQHG RXU IRFXV LQ WR FRQFH
NH\ LQJUHGLHQWY FRFRD VXJDU EI
GDLU\ SDOP DQG SDOP NHUQHO RLO
YDQLOOD DQG K\RHOWKMU UHSUHVHC
RI RXU WRWDO LQJUHGLHQW YROXPH
LOOXVWUDWHY KRZ WKH HLJKW NH\ L
VHOHFWHG XVLQJ D SU L RALMKL /DK\H. R
D[LWVHSUHVHQWH®@ GN WK HQJ VRFLDO
DQG HQYLURQPHQWDO ULVN DV SHU
7KH : D[LV UHSUHVHQWY KRZ UHOHYI
LV IRU WKH EXVLQHVV LQ WHUPV RI
LPSDFW DQG FXVWRPHU DZDUHQHVYV
UHOHYDQFH DQG ODSOHFURIW ULVN |
SHU LQJUHGLHQW DQG WKH ILQDO VE
LQJUHGLHQWVSULRULWL]DWLRQ DOO|
FRQFHQWUDWH HIIRUWYV ZKHUH ZH FI
JUHDWHVW LPSDFW

Pdx hmfgdchdmsr
&RFRD

6XJDU EHHW DQG FDQH
'DLU\

3DOP DQG SDOP NHUQHO
&RFRQXW

6R\

9DQLOOD

+D]HOQXW

Sns jdx

6 KHD

$OPRQG

6XQIORZHU 5DSHVHHG
6ZHHWHQHUV &RUQ
6SHFLDOWLHV

6RXUFLQJ SRZHU FULWLFDO UHFLSH LPSDFW FXVWRPHU DZDUHQHVV

*5,

S5SHSRUBROLFLHYV



QQXDO 6RFLDO DQG (QYLURQPRHQMW,D,0

%$55< &$// (%87 POWR 6WDNERQGHIN j 3XU 3HRSOHRYHUQDQFHR)'  *5.

PSDFW 5HSRUW

KTWJ[JW HMTHTQFYJ
XZXYFNSFGQJ NSLWJINJSYX

,Q DGGLWLRQ WKLV \HDU ZH DOVR WXI3WRIGWWREZPRIQLRQCGHYHORSPHQW'HIRWKY IV VWIUR@JIJLR 3HDW 1R ([SORLWDW
SK\WLFDO VXVWDZ PDBIHJLDO YROXPHRFX¥R RQ SURWHFWLQJ ERWK QDWXUFRRPRGWKHQWYVHXFURVV RXU SDQP VXSSO\
DOORZ IRU EHWWHU DOLJQPHQW ZLWK)WUDFHDRFARLWRDPIQRQV VXSSRUWHG ZH UHDFKH&UDFHDELOLW\ WR PLOC
KXPDQ ULJKWV FULWHULD 7KLV DSSURPRK BORR PHPORNDFURVYV VHYHQ FRRX®EWBUMAHG E\ RXU SDUWQHUVKLS ZLWK (
ZRUNLQJ PRUH FORVHO\ ZLWK RXU VXX¥PEKHDYWVIV RI &RFRD +RUL]JRQV SURXFW ¥ YHIOHHPWHGLW\ WR SODQWDWLRQ
7R UHDFK RXU WDUJHW ZH DSSO\&B)PXOWLOMHYRHPLXPYV GLUHFWO\ TXOI@HQWRROV SURYLGH QHDU UHDO WLPH
DSSURDFK WKDW FRPELQHV VXSSOLHW KHQJDBEMNEOQWWURKIK &RFRD +RULJRBRQLWRULQJ DQG VXSSO\ FKDLQ YLVLELO
RQ WKH JURXQG LOQOWHUYHQWLRQV DO® G FOWWWRDGHU VRXUFLQJ VWUDWHQD QAMDOMVMLIHR Q MR UHILQHU\ )XOO WUDFHI
FROODERUDWLRQ :H ZRUN FORVHO\ RIQOK FNB®QOQKHUWPXWRRPHU H[SHFWDWERQW EXW PEOWHRFWLYH ZLWK D WDUJHW W
LPSOHPHQW VXVWDLQDELOLW\ SURMNHWWERUCGEHQFKWRIYH®OY IRU LPSDFW GUUNHRHDELOLW\ E\

SDUWLFLSDWLQJ LQ SODWIRUPV ZRUWO\QW DIURXBMODWE LQ FRFRD 7KHVH HIIRUWV DUH D FRUH

VWDQGDUG VHWWLQJ ERGLHV WR GUISDH WRFROIORDFW DPE LDIFVRIRW R EH WKH L@GX\ VWAV JOHIGHQ J

DQG VA\VWHPLF FKDQJH VXVWDLQDELOLW\ VROXWLRQ SURYLG‘HUDbSIF%E@I—F&BﬁB?B%% LO LOGXVWU\ LO

DQG FRFRD LQGXVWU\
Q Q GULYH SURJUHVYVY 'H FRQWULEXWH WR WK

Hnbn" JRU D GHWDLOHG RYHUYLHZ RI &RFR%FTBBID]E%?QJVDWLRQ *URXS 32&* LQFOXGLC

&RFRD LV DW WKH KHDUW RI RXU VX\,R/\I.’ng'L“YﬁngLrH\(“PQG SURJUHVV SOHDVGM&%&’%%E%&Q/WB&\&DUGV

&RF +RUI'TROV PI G \HD HSRUW
VWUDWHIJ\ 7KURXJK D UDQJH RI WD U. ' E U UHSRU 3DOP RLO UHPDLQV KLJK ULVN QRW RQO\

R
UITHWHG SURJUDPV
PHOQWLRQHG LQ WKH RWKHU SLOODU\)XEWIH_IIJFL G\II_I!QWL%LSQJVR$IQ RXU WUDFHDE&IQILF\WJ\HQ/WLDFgé E)@\ﬁ DOVR KXPDQ ULJKMW
IDUPHU OLYHOLKRRGY SURPRWH UH%%%VE%&#?@WIP%E:ZOHPHQWHG WKLBJHR\])%)‘]UKG)L[I;EDRILJKWV RI PLJUDQW ZRUNHUYV
H. H

SUDFWLFHY DQG GHOLYHU WUDFHDE(I):QI->I<UL9 IEE\/WGIEJFBI\:/RH VRXUFLQJ FDQ EEQ'E%H—PQ'?Q\)NIJ—(&PPI«LQ/LV‘HLD-W ZH SODFHG

FKDSWHIRNS H U ILP. G

KULYLQI IDWXSYHoWHU HPSKDVLY RQ WKHVH LVVXHV S

$W WKH FRUH RI WKHVH HIIRUWV LV &RFRD +RUL]JRQV RXU ZRUNLQJ JURXSV DQG VWUHQJIJWKHQLQJ D
IODJVKLS LQLWLDWLYH DOLJQHG ZLWWK WKH )RUHYHU RXU +XPDQ 5LJKWV 'XH 'LOLJHQFH +5"

&KRFRODWH DPELWLRQ DQG DGGUHVYDQP DQOQBAVBPEHP NHUQHO EDVHG SURYXRIVPWHAPDKEWKHHUPRUH ZH DUH D ORQ.
H[SHFWDWLRQV (VWDEOLVKHG LQ LQUWKHGRRR®Y LQ RXU SURGPRAWSRMAMREHR Rl WKH 5RXQGWDEOH RQ 6XVWDL!
+RUL]JRQV )RXQGDWLRQ ZRUNV WR IRWMHW ¥EMWHPOQWDEXOH6XVWDLQDEOH 3DdPr BRXDUFRQGE FXUUHQWO\N VHUYH DV DQ
HOQWUHSUHQHXULDO IDUPLQJ LQFUHBRB LSV RGO W IHPLRW\GIVQREX U IRUHVW SWWHWEXEEDERN PR GDUG SHYLHZ DQG HQJD

FRFRD WR RXU FXVWRPHUYV

S5HSRUBROLFLHV

\'d qgd Knmfrs mchmf
ldladqg ne sgd

Wntmcs akd nm
Xtrs hm akd U kl Thk
SWXUT' mc btggdmsk:
rdgud r m nardqudqg F
sgd Xtookx Hg hm

Xs mc gc Wduhdv
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KTWJ[JW HMTHTQFYJ
XZXYFNSFGQJ NSLWJINJSYX

WKH WHFKQLFDO VXE FRPPLWWHHYV IRYPPOR\UBINYXYXORKY RH RXU VXSSOLHUWH DI VIRQER AHOYHHROW 1'3( ,PSOHPHQWDVWNVRE DYVMSRUWKQY SURFHVYV FURVV IXQFWLF
DOVR FROODERUDWH WKURXJK WKH 6aQ@V BYW® 2BORJUHVYV WUDFNLQJ JUDPHZRUN ,5) SURILOHV WR DVVHVXRRRFNKRISD/QFHUH KHOG ZLWK %DUU\ &&DOOH

1IHWZRUN ZKHUH ZH H[FKDQJH LQVLJIKNESE BRQHHYRORILWMHVY RQ /HYHO G6FRDHERYE RXYWUYQA VXSSO\ EDVH IURP 6RXUFLQJ WR +XPDQ 5LJKWV WR HQ
SDOP FULWHULD :H DOVR FROQWLQXHeEQUBPILQJ ZLWK %\ FRPELQLQJ WUDFHDELOLW\ ULVN BEONVHIP HNRIWUPQGIVKDUHG RZQHUVKLS DFUR
RWKHU FURVV LQGXVWU\ SODWIRUPV WR SURPRWH W23 DQG RQ WKH JURXQG WUDQVIRUPDWLROQSRXW BDEBRKU LQGXVWIN BDGHEHDUWPHQW
VXVWDLQDEOH SDOP RLO VRXUFLQJ 1w  wj jwiwm«{ 250: VWUDWHJI\ UHIOHFWYV WKH GHSWK DQRI FUKIHG RER @ X\AURHMHGPHERQUGY D RWR XYQHFQ O
2XU SDOP VRXUFLQJ LV IXOO\ DOLJQHEYZUWIKe WdWDEB&RPPLWPHQWYV WR OHDG RQ VXVWDLQDELOLW)\ LQ KLIKQW.WNEXWSS W RFERHOQVYROXWLRQ RI LWV \
'HIRUHVWDWLRQ 5HIJXODWLRQ (8'5 D:QEDOGLIUHEMVOIRPPLWPHQWYV 7KLY SRVLWLRQV XV DV D IURQWUXQ QUHUP H@ RAHO LAKHWLYHIDU ZH DOVR MRLQHG %
VXSSRUWYV RXU GHIRUHVWDWLRQ DQ&XFRAAUHUYWR@QLHMHERYHUHG E\ SROLF\ VFDODEOH VXSSO\ FKDLQ VROXWLRQQHZO\ HVWHEERPDR 5LJKWV 7DVN )RUFH
WDUJHW E\ WKH HQG RI DV RXWObIQHG/ IVMQV BRXEOLVKHG ORUH LQIRUPDWLRQ RQ RXU RQ WKH HYRNOE®D DFRHER W R A GHQWLI\ DQG DQDO\]H
7KULYL QJ 1MKDSWHH U ,PSOHPHQWDWLRQ 30DQ SDOP RLO FDQ EH XD &I WBWXUHULIJKWY DQG GHFHQW ZRUN LVVXHV LQ WKH
B3URJUHVV 5HSRUWLQJ FKDSWHU VHFWRU ZLWK D IRFXV RQ ,QGLD DQG WR |
&EMA "WA]zdEMUWm *ULHYDQFH OHFKDQLVP UHFRPPHQGDWLRQV IRU SURJUHVV

1&6 3URFHVV 'H DUH DOVR IRXQGLQJ PHPEHUV RI WKH 6X

: H md rtf"
KLOH 5632 FHUWLILFOWLRQ UHPDLQY 75D EBYTOTgM, Ty q &ROODERUDWLRQ *URXS 6a D SUH FRPSH
EDVHG DSSURDFK WKDW LQFOXGHV V HU OSFLPYF%JAJ_CL)YHVV RQ /HYHO 6FRUME}%L{'GZ“$\X/%%9]]\WV|WFH° IRUXP IRU VXJDU VHFWRU FRPSDQLHV WR D
Q PR P WRROV VKDUH NQRZOHGJH DQG DGGUHVYV
DVVHVVPHWWXS SRKW ZH HQJDJHG VL[WHHQ W 0 ZH FRQWLQXHG ZRUNLQJ FO%%%%\O%@M%V $GGLWLRQDOO\ ZH DFWLYHO
GLUHFW VXSSOLHUV WKURXJK WKH (DH%W%ZRUP . e W2z VXSSOLHUV DQG SDUWQHUV WR VW U RRJIW KHR .
RXQGDWLRQOV JDJHPHQW IRU 3ROTEF— RAALLLCS 220, D (QYLURQPHQWDO "RZQVWUH
JRXQ AV (Q N T'3( 3ROLF\ (OHPHQWYV VXVWDLQDELOLWY RI RXU FDQH VXJDUgYjRS/n U HEPWF Q0 ¥ N\ RXWFRPH RI WKLV
PSORPHQWDWLRQ (3, WRRO FRYHUGL oL 1Y BEGhpHowpwiLrg sURJUDP  DSSURDFK EXLOGV RQ UHFRJIQLIHG VIDQSPIHEIDYARG A WKH GHYHORSPHQW R
SDOP RLO YROXPH 7KH DVVHVVPHQWgxEKbTKUFMGIEY¥DSH DQGc %RQVXFUR ZKLFK ZH HQGRUVHG LQ j0RrRB®FYHUVDO FIKLGKLAMWEHJIDQ
LOQOWHUQDWLRQDO DQG UHJLRQDO VXSGIOMWIHDWLYMMIDFENV FRQWLQXHV WR HYROYH DV ZH LQWHQBQWIL_II -HWQQgLZJKWR/ ‘
, = N i VXSSOLHUV WR HQKD
JRYHUQDQFH 1'3( SROLF\ SURJUHVYV 6WSSPrHDEFUOHYPQFH DQG 1&6 . - X
U101 boc snulitrowLralC (QYLURQPHQWDO “XH "LOLJHQFHWHHFHBRRKS e sSRUW VXSSOLHU WUDQVIRUF
GRr oY SPRIboEY BOyHE RO WD Uwé?wﬁwﬁiw{ofés]w Wi - 7KLV AHDU ZH LQWHQVLILHG HIIRUWW Ry §RY Wifrtiidd U ORZ LQWHUHVW ILQDQFL
VXSSOLHU VSHFLILF DFWLRQ SODQV DQ@€fwmp WMgR W ... ZLWK 3URIRUHVW ZKR DGYLVHG XV R &HYHKOBSLRASBEOLHUY LO H[FKDOJH IRU E
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LPSURYHP2QW WKH SDVWD\GI®WG ZH $,0 3URJUHVV DQG LPSOHPHQWHG E\R[JIDREDO IUDPHZRUN ODXQFKHG E\ 63/,3gRDWIRUP WR

QHZ VXSSOLHU LQ OH[LFR DQG HQKD @A BXVYVUPGWLYRU\ 6HUYLFH 2%$6 VXS DPRIHWDOXYRSOLHUV LQ WUDQVLWLRQLQJ WR UHJHQHUDWLYH

FULWHULD WR EHWWHU SURPRWH HQIDYHRROHQME L7KIDV+XPDQ 5LIJKWV 6SRWDLUKWXOWRKNMMFW OHG MUE{+z~ Wm]J]WIWm:s

LQFOXEHAYPLVVLRQ UHGXFWERQQIUWIQAEH BURIRUHVW LQ WKH 1RUWK (DVW DQG 6RXWK (DVW RI

< R L < ( Q ( 'DLU\ LV D NH\ LQJUHGLHQW LQ PDQ\ RI RXL
WKH WRWDO QXPEHU RI PLOOV EHQHM WH FRKQRPUWKH PHG DW LGHQWLINL QInERRW FR%EMURIS. om

LQLWLDWLYH WR ILYH WKH PRVW VDOLHQW ULVNV DQG WR DOLJQLQJ ZLWK SURGXFWV DQG RQH RI WKH ODUJHVW FRQV
VWDONHKROGHUV 'Q 6HUELD ERWK RI RXU PDMRU EHHWXXRYW VXGOS QUHHQKRXVH JDV *+* HPLVV

_ _ PDGH VLJQLILFDQW SURJUMYN LQ SDUWLFXODUO\ WKURXJK DJULFXOWXUDO U
EMAe*"WA]Jzo€mU JSe om
- ‘ DFKLHYHG )6$ YHULILFDWLRQ LQ WK H D5QG DIGRX § JWHIDAS ODNELN VL RQV 7R
'Q OH[LER SLORWHG WKH FROQYHUJHG Gdggs rtf' g WKWHFRQG LV FXUUHQWO\ XQGHUJRLQG GWKHVMWKHVH FKDOOHQJHV ZH FRQWLQ:
DVVHVVPHQW WRRO GHYHORSHG MRLQWO\ E\ $,0 DXGLW SURAPNWDU WKH WHFKQLFDOMKMHHDPSAQHRARQWDWLRQ RI RXU 9LVLRQ'DLU
3URJUHV\&RWKMPHU *RRGV)PRWXMERUMUE{sz" Wm]J[WIWm- IDUPHUVG RUJDQL]DWLRQV ZHUH WUDUQREZRAAREZLQW WR RXQG SULQFLSOHV

$VVRFLDWLRQ )/$ DQG OHG E\ 3URIRHHMWWY BIF® RRPPLWWHG WR DGYDQFLWKHWRIRMWDQGDUG JXLGHG E\ WKUHH HPRHBWY ZWRORDUH IDUP JRYHUQDQFH DQG

WKUHH VWUDWHJILF PLOOV 57KHD QGORWK VR BOBEEHGOt W\ RI RXU EHHW V XJDBRPBDLI\HW kPIPROQIK. QJ VHYHUDO KXQ GQN G UKRHFRVWHIMUWHDI/ORSHUIRUPDQFH 6LQFH
+XPDQ 5LJKWV ,PSDFW $VVHVVPHQW\W L. %¥\Y SDUWLFLSDWLRQ LQ WKH exXxVYwblh EHOM $IDEK X OMXUWHGLUHFW RYXSHWWALQ KW HISF 1 RW W )$, )DUPV WR EHQFKPDUT!
VXSSRUWHG E\ ILHOG YLVLWV DQG LQWHMYDWEYH LMK $vV D PHPEHU RI WWKRUROWHDY PDUNV D NH\ FDSDFLWUHENIQHGWEH &KDUWHU DJDLQVW QDWLRQDO
VXSSO\ FKDLQ VWDNHKROGHUV $W R:@h NIl QMKHMK € LY WKH % HHW 6XJD B LUHRWHRQH #RIU UHVSRQVLEOH VRXUZ¥W@PRGE WKWH UHJILRQ
ZH SDUWQHUHG ZLWK 3HUQRG SLFDUGRWR BEREPBRWH ZLWK VXSSOLHUV DFURVAXVMIDREXWRROODERUDWLYH HITRRUDVHZDWKVRKULQJ &RPPLWWHH PHPEHU RI
UHIJHQHUDWLYH DJULFXOWXUH DQG KRP RMNGHI RXUWDIIDEDEIOH DIJULFXOWXODOJSIVIVFRFHHAEWVVIXSGSOLHUY HQDEOHGXMWWW RQDAEKQAH YBILU\ 3BDUWQHUVKLS 6'3 DQ
DQG VDIHW\ IRU FDQH FXWWHUV WKURXYIERVWD LRUR 5 XOREDLQDELOLW\ $VVBY\VRIDYWU )@BQG *ROG OHYHO YHULILARD WHHBXWXH MR WODKH GHYHORSPHQW RI VH
WKH SURYLVLRQ RI 3HUVRQDO 3URWHRMLYHFOMALREHQW WR PDMRU PLOHVWRQH IRU UHJLRQDO VXWNDIIGIDIEGYLIRU +HDG RI 5HVSRQVLEOH 6F
ZRUNHUV :H DOVR DFWLYHO\ VXSSRYWREKY $BFBRIEPHY WKH UHVSRQVLEXWH 2ZRMHNRUQ 6HUELD DQG 5XVVLD GHPRQYR WB DFMBY RN WKH 6'3 DQG WKH 'DLU\ :
SDUD OD 6RVWHQLELOLGDG GH OD $J§J|.IR\JL\Q§|3(|_V(§M.|W}W@@O KHDOWK SUHWMHELYOOLWLRQR VFDOH YHULILHG VXVWDLWRYED H: VRKIUWK®II6I$SQ 3SODWIRUP VLQFH -DQ
&D*D GH $]%FDU $63%&3%0 DQG WKH VEPRIERFKPYN SURWHFWLRQ DQG HQRARBSAHLEIHQRQD® FRQWH[WV UHLQIRUMXSSRYWIWROWKH/ FUHDWLRQ RI WRROV
RI WKH IDLU UHFUXLWPHQW SUDFW L FgVH GV RMEWT WY B PRE-FRI VXSSRUW RYXOUVWRBSWLRIQWGUQYHQ VXVWDLQDE L O LMW DEH I HAL IHFQU RAV*VUHSRUWLQJ IUDPHZRUN
,Q %UD]JLO ZH VXSSRUW D SURMHFW PMHWRRQ DR OEIBYW VLOYHU OHYHO FaM WWPD@BGDQEWHGLHQW YV DQLPDO ZHOIDUH DVVHVVPHQW WRRO
IDUP OHYHO WR DVVHVYV DQG LPSURYHHUWMUHN® QFKIURXJIK )6 % DXGLWV ,Q DGGLWLRQ ZH ,Q DGGLWLRQ ZH DUH D PHPEHU RI WKH 'Dl
PHFKDQLVPV LQ WKH VXJDUFDQH VXSHEON FKROGELO@HEHPEHUV RI 5HIJHQHUDWLYH 7RJHWKHU 6XVWDLQDELOLW\ $OOLDQFH E\ WKH ,QQRYI
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IRU 86 'DLU\ :H HQGRUVH WKH 6'3 IUBBPRGXEWWYRU DOO RXU 6ZLVV EUDQ®&DOW B p WKH LQGXWDWRWHDFKHG D
DQ DOLJQHG LQGXVWU\ WRRO WR DGYDREXPAWYWDLQDEOH PLOHVWRQH ZLWK WKH ODXQFK RI WKH ILUVW HYHU

GDLU\ DQG SURPRWH LWV XSWDNH Q SDUDOOHO ZH DUH SUHSDULQJ WHKR @HMWUWWMNMPDREG RKG IRU VXVWDLQDEOH FRFRQXW
GHFDUERQL]DWLRQ VWUBWHINMURXGDILQW HXXGLQJ D IRUPDO YHULILFDWLRQ SURFHVV :H
&mAs "WA]zoEmMU JS+ _om SDUWQHUVKLS RXWVLGH RI FRFRD ZLOUWH FABOOMHKHEQ WKH ODXQFK LQ 2ZFWREHU DQG DUH
UHQWO\ SLORWLQJ WKH VWDQGDUG WKURXJK RXU RQ WKH
W LZLP\UGKVD\L/}/%ngg\/LR\A PLOHVWRQH ZIFXW Q Q Q Q

OHULILFDWLRQ DJDLQVW WKH 9LVLRQ"

H ? U 1H —=HUR DPELWLR DRIWRNXNQREELERFRQXW SURMHFW LQ WKH 3KLOLSSLQHYV
VXFFHVVIXOO\ FRPSOHWHG ZLWK D JU V%E@ (%Z%E&IUV\LQI Q N Q °
VVLR LQJUHGLHQWY DQG PDUN D NH\ VWHS LQ

2
RXU NH\ GDLU\ VXSSOLHWVDLQHVXOW ¢ X
UHDFKHG D UHRRUGYDLQDEO\ VRXUFHE GpLbRQLQI %DUUL &DOOHEDXW DVEKA+ OMRZloEMU IS _om

YROXPH JOREDOO\ H[FHHGLQJ LQWHMé%\gDVb 5 R W VROWWER@FR@@W}GGT%&‘I? ZH KDYH SDUWQHUHG ZLWK WKH *UDPHHQ
HVSHFLDOO\ LQ (XURSH DQG $PHULF[§) , WK BRAL @SV WU JRXQGDWERQ*UDPHHQ WR LPSOHPHQW RXU

\HDUV RXU IRFXV ZLOO LQFUHDVLQJO\ EH RQ GULYLQJ VXVWDLQDEOH FRFRQXW SURMHFW LQ 'DYDR WKH
VXVWDLQDEOH GDLU\ LQ PRUH HPHUJH QB MDISNHWYV VXFK 3KLOLSSLQHV 7KH SURMHFW ZRUNV GLUHFWO\ ZLWK

DV $VLD DQG /DWL® $PWWIQFBPAHILFD VPDOOKROGHU IDUPHUVY DQG FRRSHUDWLYHV WR UHJLVWHU
DUH DQ DFWLYH SDUWLFLSDQW LQ wWKMWs{owLW KN bN MK G H U IDUPHUV GLWHBWMYROXPHYVY DQG SURYLGH

LQLWLDWLYH ZLWK .HUU\ DQG ,QWHUIRRR WiR1BQERPHR E-FXR&XW zH DUH IRROBEIQW\ EXLOGLQJ )DUPHUV UHFHLYH WUDLQLQJ RQ

PRYH ILYH VXSSOLHUV LQ %UD]LO WRoMWEHHYV BY S BWWHUH QJ &RPPLWWH H PRI® PHYLFR(OWXUDO SUDFWLFHV LQFOXGLQJ TXDOLW\

6'3 IUDPHZRUN 7KH SURMHFW ZLOO RRMWeRWWHRQHERPYEHRFRQXW &KDUWSDURREWHURG Y&-RRSHUDWLYHV UHFHLYH WHFKQLFDO

WR LQFOXGH VXSSOLHUV LQ SUH QWL @Ry R Ak BUSNVWDLQDEOH &RFRQXW 3DVMLEWDRKEIHS WKRIRXJIJK *UDPHHQGOV YROXQWHHU SURJUDP
PDLQWDLQ FORVH GLDORJXH ZLWK RX%Y Y8 SAHHVNYKEBGHU LQGXVWU\ OHRD OOBE | %0 R NHHUVQHAW KRXW %RUGHUV 7KHVH YROXQWHHUV
PRQLWRU LPSOHPHQWDWLRQ DQG GUZKHW BAMMNIWIRXIDEOH FRFRQXW VXSBOLEFKDHQAPQRERROGYWUDWHI\ PDQDJHPHQW DQG
LPSURYHPHQW ORRN OLNH ,W GHILQHV VXVWDLQDEE&SVWQ HVYY WHIHBWYMW VIR IXUWKHU LPSURYH SURGXFW

,Q 6ZLW]HUODQG ZH FROODERUDWH ZUWKUWKH RB&EQWHOE IRFXVHY RQ LPEXROLYY DQG UHGXFH PLQHUDO RLO FRQWDPLQDWLRQ
ODUJHVW GDLU\ FRRSHUDWLYH ORRK/PBHROREBYRBY¥Y OLYHOLKRRGY HOQKDQ®#2®% 028HFHHMEDCAG®HG ODUJH VFDOH GU\HUV IRU

DQLPDO ZHOIDUH ELRGLYHUVLW\ D3 HYWRWHYH @SA+RUHVWDWLRQ DQG DREUHYVWKH GOLB® WRFRQXW NHUQHO RU PHDW XVHG WR
UHGXFWLRQV HQDEOLQJ VXVWDLQDEM®SWRMUFHG GDLU\ HWUDFW FRFRQXW RLO DW WKH FRRSHUDWLYH OHYHO

HQDEOLQJ FHQWUDOL]J]HG FRQWUROOHG GU\LQJ



KTWJ[JW HMTHTQFYJ

m

WWHUYWR 6WDNRPKRQGHIIY j 3XU 3HRSOHRYHUQDQFHR)' *5, BHSRURBROLFLHYV

XZXYFNSFGQJ NSLWJINJSYX

$GGLWLRQDOO\ GXH WR WKHLU VXFFHYWI1XO WUDFN UHFRUG
ILYH RI WKH WZHQW\ FRRSHUDWLYHV UHFHLYHG
DGGLWLRQDO WHFKQLFZ® WHOAK WD QRURQSE " Wm]J]WIWm e
DZDUGHG FDWDO\VW JUDQWV IURP 5DER JRXQGDWLRQ
QDWXUDO HPXOVLILHU

6R\ OHFEWKLQ D
WR/WUHQJWKHARS HVVHV
Q RSWHOALLLLD PHY. %DUU\ &DQOHEDXW UHFRJQL]HV

YRQX

B R R L B

W ILUVWQWLPH LY DU QIW R0 HE kT2 30KR7HUUD 5RXQGWDEOH R¢
6R\ 5756 'RQDX 6RMD ,6&& DQG 2UJDQLF

Q WKH SKLOLSSLQHV zH DUH D PHPEHY R WX DyH EHHQ SDUW RI WKH 3UR7HI

&RFRQXW $OOLDQFH DQG DUH SDUW QRIH-QYIRH B MREBYoFLO DQG DFWLYHO\ HQ

SURMHFW ZLWK VL[ RWKHU PXOWLQDWEEQPE KRS Ysur7HUUD LV D FUXFLDO

JRRGV FRPSDQLHV DQG WKH "HXWVF KA GHYEH MV WHW LR 1TUHH WDUJHW ZKLFK
1%U ,QWHUQDWLRQDOH =XVDPPHQDUEHLW . * = *PE+

RQ VXVWDLQDEOH FRFRQXW RLO SURGISI(FlYNV\Il_KRle 7RIHWKHU

ZH DUH SRROLQJ UHVRXUFHV DQG H[SHU.\N;\VHNTQGHU W K H

GHYHOR333 SURJUDPPH WKURXJK zkEP¥ wrYAlzoemU JSe om

*HUPDQ JHGHUDO OLQLVWU\ IRU (FRQRPLF ZH VDZ D VXEVWDQWLDO LQFUHDV

&RRSHUDWLRQ DQG 'HYHORSPHQW %W0XSYAKIBRUQUDIHPHQW IRU WUDFHDELOLW

VXVWDLQDEOH EXVLQHVV LQLWLDWLYHMREXYYIDWWLRRPUHH DFWLYRWLHV *ORED

WR HQG WKH SURJUDP DLPV WVRKWURSORFHWKLQ YROXPH LV QRZ VXVWDLOQ!

WKH SURGXFWLRQ FRQGLWLRQV RI FRRRQRXWCGRIR) Z&LWER LV FRQVLGHUHG

UHJLRQV LQ WKH 3KLOLSSLQHY DQG BIHWRUMKMWDWKRQ IUHH :H DUH DFWLYHO\ Z

FRFRQXW IDUPHUV OLYHOLKRRGY RXU ELJJHVW VXSSOLHUV WR REWDLQ DQ R
FHUWLILFDWH IRU HDFK GHOLYHU\ RI VR\ O
DOORZLQJ IRU EHWWHU WUDFHDELOLW)\ RI \

PDWHULDO WRIIPLIORDDQG®HYHO
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% $55< &$//(%$8'7$ TUYWR 6WDNRRPKRQGHDR j 3XU 3HRSOHRYHUQDQFHR)' *5, BHSRUBROLFLHV

PSDFW 5HSRUW

KTWJ[JW HMTHTQFYJ
XZXYFNSFGQJ NSLWJINJSYX

"mhkk’ WRGD\ DURXQG RI WKH IDUPHUV OLO®B®R EXIOQULXPWNLQJ FRQGLWLRQV IRU PLJUDQW DQG
FRFRD 7KLV VKLIW OHG WR LQFUHDVWHEDFREDID YRUXNMUW LQ 7% UNL\HGV KDJHOQXW VHFWRU
MUE{+z" Wm]I]WIWm- DQG WKH FRQVWUXFWLRQ RI D VHFRQ\WXBRRRI FDSDFLW\ EXLOGLQJ IDUP OHYHO PRQLWRULQJ

$V SDUW Rl RXU FRPPLWPHOW WR L IHUVPHQWDWLRQ FHOQWHBSIURYLQJ SRYVWG FKLOG SURWHFWLRQ SURJUDPYV 7KHVH HITRUWY DUH
Q Q%éu SURFHVVL%]JD\DQG LQFRPH F®OWHOMGE RXW ZLWK ORFDO VXSSOLHUYVY DQG SXEOLF

VW
0
WUDQVIRUPDWLRQ %DUU\ &DOOHEDxé\’é @V%Wﬁgxgﬁ/ VCV%%\)*S%‘O(/?Q VLGH LQ DGPLQIMHWYDRMIRNV UHIOHFWLQJ RXU FRPPLWPHQW WR
PQDFWLYH UROH LQ WKH 6XVWDLQDERH %L é z%v WKH 0LV VRXUL % RMRICOLFBHROUDNIGHH DOQG UHVSRQVLEOH ODERU SUDFWLFHYV
69, ZRUNLQJ zLWK VWDNHKROGHUVOWRYBEYRG LR ’

*2 SUR JURIRUHVWU\ DQG
SESQQWF;L;ELUQHVVLOLHQFH R VXVWD@@ER%U?HOVV\&[BV\%II-Ig(%jgleUEgD&L%LQJ (ITRUW VE&RAR W AW HOQEMWY RIS R FOR

VFKRROV ZKHUH IUXLW DQG YHJHWD_EHOEDJ U%/%CRIYLI\&%HPDMRU VWHS IRUZDUG E\

: -
PDLQWDLQHG DQG HQYLURQPHQWDO X F R
gmAerWA]zoEMU JS+ om SUR%RWH% Q Q QPHQ ERvnBRSCSIRXU RZQ 6XVWDLQDEOH +DJHOQXW &KDUWHU
LQ SDUWQHUVKLS ZLWK 6XUH+DUYHVW 7KH &KDUWHU VHWYV

RXW FRPSUHKHQVLYH FULWHULD IRU HQYLURQPHQWDO
VRFLDO DQG HFRQRPLF VXVWDLQDELOLW\ LQ KDJHOQXW

PH
L 73 XFL PRUH WKDOURGFWKIRQ DQG H[SOLFLWO\ DGGUHVVHYV NH\ ULVNV VXFK
WKH 9DQLOOH 'XUDEOH %HPDQHYLND 8“%3) é“dﬁi\'l\h \ﬁuci\%v QJ U Q Q DQ [

L ODERU IRUFHG ODERU DQG HQYLURQPHQWDO
Soaosouras iene b e s BEAREI vy o o rrorLawastes eocy muEns ooERy oo HevLbRorHS
&KDUWHU WKH LOQLWLDWLYH DGGUHVYV \P WlU9< \>6§U¥\)/ ’
\/ II:I U\/D
U

Y = JDWH DQG UHPHGLDWH WKHVH ULVNV
FKDOOHQJHV LQ YDQLOOD SURGXFWLR & N %ES&FDO VRXUFLQJ W& DS DL ¥, WO\ PDY/E Q
H
S5 ISP eErwk L Q G XKD WHD DXQNG KWDABEHIMWHLEF HVVIX0OO0\ DXGLWHG

LOVWDELOLW\ DJULFXOWXUDO ULVNY - B3E
XO\ABRVBJDSSSUOR\YH VRFLDO P\QIBQHIQYGHRDPEHOGM W KLUG SDUW\ $V D UHVXOW ZH

SUHVVXUHV ZKLOH DLPLQJ WR LPSU\%Q/BH
OLYHOLKRRGY DQG VHFXUH D VXVWD
Q §, QO KDJHOOXW VRXUFLQJ DFKLHEHGYHU DOG %URQIH HTXI YDOHQF\ XQGHU WKH
YDQLOOD
PHQ

6LQFH ZH KDYH SDUWQHUHG ZLWK IODYRU
SURGXFHU 3URYD ZLWK ILQDQFLDO W\SS,%R(%VYSIURP
6 XVWDLQDEOH 7UDGH ,QLWLDWLYH ,'+ WR LPSOH

—

%

({)\568 JRUHYHU &KRFRODANHSLORWHG WKH &KDUWHU GXULQJ WKH

D H
' Q
I9:R/0FlR_\[; VVV\IQLIJ:iEV(\)/XGUHHYGHgléz);(HQGV\I/R)[()U §LHOOYL W 7KH )6% WKH LQGXVWU\NGVY EHQFKPDUN IRU VXVWDLQDEOH
SURMHEW EXUUHOW®D I:I(DGI;QHI‘DUPQHU\}T]QU(::{.ZA WMm]JIWIWme DJULFXOWXUH OHG E\ WKH 6%, SODWIRUP 7KLV PDNHYV
Q Q %DUU\ &DOOHEDXW WKH ILUVW 6%, SODWIRUP PHPEHU WR

DFURVYV YLOODJHV ZLWK VWURQJ BRSWHKWLVORBXVWU\ OHYHO ZH FRQWLQ&(&-ILEQH é'gLE%-PQV\élK%‘blIJ@LQJ IRU D KDJHOQXW VSHFLILF
LOQFRPH GLYHUVLILFDWLRQ 7R WKLV #+DQU& HDWPQIWWKH )XWXUH D PXOWL E/RI)D(IEJIEE \SURJUDP
RQ

UHFHLYHG FRFRD VHHGOLQJY DQG WHKYLPMO PWOHMWEQFE 7KH SURMHFW IRFX
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PSDFW 5HSRUW

KTWJ[JW HMTHTQFYJ
XZXYFNSFGQJ NSLWUJINJISY X sun=2a078 Ttq bnllhsidms

sn sgd&lS XILr

7KH &KDUWHU LV QRZ EHLQJ UROOHGFRRWRDIDWKHWKRIVHMBNRUNRP LQ WKH EB C b >A > b
VXSSOLHUV LQ 7% UNL\H DV SDUW RI| BXH YLIPRSXOHPHIQUNDWLRQ

SKDVH FRQWULEXWLQJ WR SURJUHVY KUY PRUHSREXQMHG DQG VWULQIJHQW PHWEBRGRIORWDIH RI SORWYV 3HUFHQWDJH RI ZRPHQ
IDUP OHYHO WUDFHDELOLW\ FRPPLWRHKMQQIWHWFWY RXU FRPPLWPHQW WR JR GHHSHWDZKEHBHZLWKLQ RXU GLUBBWHIUWXVWDLQDELOLW\

PDWWHUV PRVW RQ KLJK YROXPH KLJK UERKNRD VXSSO\ FKDLQ  SURJUDPYV
Ttq Id rtqdc hlo bs LQJUHGLHQWYV ZLWK WKH JUHDWHVW SRWHQWLDO IRU

PSP UHLQIRUFHV RXU SRVLWLRQ DV_D WUXVWHG
,Q ZH LQWURGXFHG D PRUH ULJRUR®V'D N 9

IRFXVHG DSSURDFK WR GHILQLQJ DQ& UNSRT LWQHU poc vwuHQiwkHQv RxB @ F Db BB EDb
i

VXVWDLQDEOH VRXUFLQJ 5DWKHU WRDO FRYH ) Qe WKH RREBWVWUL ZL WK WKH

F JH RI FHUWLILHGUFHQWDJH RI FRFRD DQG
LEO LPSDFWIXO UHVSROQVLEOH %L%(dﬁ?
LQJUHGLHQWY ZH QRZ FRQFHQWUDWFF}J HLOH R CFI\ Q RU YHULILHG DJULFXOWXAKRFRODWH SURGXFWV VROG

U P
LQIUHGLHQWYV FRFRD VXJDU GDLUYP OPPFRFRQXW UDZ PDW HWURDWAH G WKDW FRQWDLQ FHUWLILHG RU
VR\ YDQLOOD DQG KDJHOQXW ZKLF’}@\HBJFﬁ\W/KgHE DOVR FRQWLQXHG WR VWUHQJWKHQ YHULILHG FRERD

UHSUHVHQW  RI RXU WRWDO QRQ FRFRHRHZ OLWI DQG IDUP OHYHO GDWD FROOHFWLRQ ,Q

PDWHULDO YROXPH 7KHVH ZHUH VHOHFWHG XVIRQSSPEWYV ZLWKLQ RXU GLUHFW&;RD b C?B A> =
LQWHUQDOO\ GHYHORSHG PHWKRGROR®RFRPELRQFHUH PDSSHG HQDEOLQJ W : —
H DOG LPSURYHG PRQLWRULQJ RI
ODSOHFURIW ULVN VEFRUHV DQG RULJ't%"\{:J'ﬁsz\éLV%WW'iﬁlév QLYL PR DQG GéIII_IFy?JFI—ITI\Q\}o/[PVe/ﬂ FHUWLILH®G RI IDUPHUV LO RXU
ZLWK EXVLQHVV UHOHYDQFH IDFWRUYYRFKTHY WRLPH K S QJ LQ Q QRO AV P LRI VXVWDLODELOLW\ SURJUDP
U JIRREN
SRZHU YROXPH DQG UHFLSH LPsDFw! Y4dlo FWHG NH\ LOJUHGLHOWY VRXUFHG
LQJUHGLHQWY VFRUH KLJK RQ ERWK R Vi\VDb@e oM HRRNQ IDUPHUYV
UHOHYDQFH UHSUHVHQWHG SDUWLFLSDQWYV LQ RXU

80GHU WKH QHZ PHWKR®R R NH\ VXVWDLQDELOLW\ SURJUDPV UHIOHFWLQJ RQJRLQJ

LOJUHGLHOWY ZHUH VXVWDLODEO\ vHXRHYY WR SURPRWH LQFOXVLYH DQG HTXLWDEOH DFFHVYV
FRPSDUHG WRRI ORO FRFRD LOJUHGLWBWMMDLQLQJI UHVRXUFHV DQG VXSSRUW DFURVV FRFRD
UHSRUWHG LQ XQGHU WKH SULRYRELRDERBPXQLWLHYV

VFRSH DQG PHWKRGRORJ\
JRU FRFRD DQG FKRFRODWH WKH VKDUH RI SURGXFWYV
VROG FRQWDLQLQJ VXVWDLQDEOH FRFRD RU
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UWTLWJIXX NS SZRGJ

N ;Jz_JmS ;Jz_JmS
anrodqhmf K qldqr .Z_0z > J{W >\ J{W >V
: - - ,Jz_JIJmSW{ JzZRom \ooewz_me W _m - & - - -
IDUPHUV DERYH WKH :% ,QWHUQDWLRQDO 3RYHUW)\ /LQH RI 86" GD\ 6 FRSH
KD FRYHUHG E\ SURJUDPV WR VXSSRUW IDUPHUV ZLWK SDLG ODERU JURXSYV 6FRSH
IDUPHUV ZKR UHFHLYHG FRFRD VHHGOLQJV 6FRSH PDUNHW EDVHG
IDUPHUV ZLWK D 3URGXFWLYLW\ 3DFNDJH 6FRSH JURVV WRWDO Z R UHPRYDOV
IDUPHUV ZKR KDYH UHFHLYHG )DUP 6HUYLFH DFWLYLWLHYV 6FRSH QHW WRWDO LQFO UHPRYDOV
6FRSH 1RQ )/$*
Mtl m Whifgsr 6FRSH )/$* QHW
*
| ] ] Jz_ImSW{ RI ;KLFK 6FRSH )/$ UHPRYDOY .
IDUPHU JURXSV LQ RXU GLUHFW VXSSO\ FKDLQ WKDW KDYH V\VWHPV LQ 50°J) mW- SJzRom \oo-wz_m- -_mSjjzWIlo.. Ji{j i - i -
SODFH WR SUHYHQW PRQLWRU DQG UHPHGLDWH FKLOG ODERU 7RWDO QHW FDUERQ HQWM@®RVYLW\ >W&2
IDUPHUV LQ IDUPHU JURXSV FRYHUHG E\ RXU FKLOG ODERU PRQLWRULQJ SURGXFW@
DQG UHPHGLDWLRQ DFWLYLWLHYV
FKLOG ODERU FDVHV LGHQWLILHG Xtrs’hm akd Nmfgdchdmsr
FKLOG ODERU FDVHV XQGHU UHPHGLDWLRQ
- - , Jz_JmSW({

UHPHGLDWHG FKLOG ODERU FDVHYV :
RI SORWYV PDSSHG ZLWKLQ RXU GLUHFW FRFRD VXSSO\ FKDLQ

96/$V HVWDEOLVKHG RU IXQFWLRQLQJ

FHUWLILHG RU YHULILHG DJULFXOWXUDO UDZ PDWHULDOV VRXUFHG

7RWDO DPRXQW VDYHG WKURXJK 96/$V &+)

FRFRD DQG FKRFRODWH SURGXFWV VROG ZKLFK FRQWDLQ FHUWLILHG RU

7RWDO DPRXQW ORDQHG WKURXJK 96/$V  &+) YHULILMG FRERD

. RI FHUWLILHG RU YHULILHG NH\ LQJUHGLHQWY VRXUFHG
Ygghuhmf S stqgd IDUPHUV LQ RXU VXVWDLQDELOLW\ SURJUDP
i i :Jz_JmSW{ ZRPHQ IDUPHUV LQ VXVWDLQDELOLW\ SURJUDPYV

SORWYV PDSSHG

KD RI DJURIRUHVWU\ QHZO\ HVWDEOLVKHG

SULPDU\ GHIRUHVWDWLRQ OLQNHG VRXUFHG UDZ PDWHULDOV GHPRQVWUDWHG
QRW WR EH FRQWULEXWLQJ WR GHIRUHVWDWLRQ

VKDGH WUHHYV GLVWULEXWHG WR IDUPHUYV

7RWDO HQHUJ\ FRQVXPHG 0:K

IDFWRULHV XVLQJ RQO\ UHQHZDEOH HOHFWULFLW\ VRXUFHYV

,Q -XQH WKH :RUOG %DQN UDLVHG WKH LQWHUQDWLRQDO SRYHUW\ OLQH IURP 86" WR 86' 33@D\ :$HHWKN RO [EEDWIMVEHREQW K L \3 XMKEKHDWH. RO G K5 HHIU FRXUDMWMULHXV L Q J 333V DQG LQIODWLRQ DQG XSGDWHC

7KH XQLW DSSOLHV IRU WKH ZKROH WDEOH XQOHVV VWDWHG GLIITHUHQWO\

$00 FDUERQ UHPRYDOV FRPH IURP DJURIRUHVWU\ LQVHWWLQJ LQGHSHQGHQWO\ YHULILHG E\ 6XVWDLQ&(57 7KH DPRXQW H[FOXGHV D ZLWKKROGLQJ EXIIHU VDIHJXDUGLQJ DJDLQVW SRWHQWLDO XQIR

6FRSHRUHVW /DQG DQG $IPLFXIORMRYDOV [URP DJURIRUHVWU\ LQVHWWLQJ

,Q RXU EDVH \HDU ZH GLG QRW FRQVLGHU RXU 6FRSH )/$* UHPRYDOV LQ RXU WRWDO QHW FDUERQ IRRWSULQW $JURIRUHVWU\ LQVHWWLQJ LV DQ DGGLWLRQDO HIIRUW WR GHFUHDVH FDUERQ HPLV

Q ZH LQWURGXFHG D PRUH ULJRURXV DQG IRFXVHG DSSURDFK WR GHILQLQJ DQG UHSRUWLQJ VXVWDLQDEOH VRXUFLQJ 5DWKHU WKDQ FRYHULQJ DOO LQJUHGLHQWY ZH QRZ FRQFHQWUDWH RQ HLJ
EXVLOHVY UHOHYDQFH IDFWRUV VXFK DV VRXUFLQJ SRZHU YROXPH DQG UHFLSH LPSDFW



< %hg ALQXDO BRELDO DQG (QYLURGRHEWROWE awp N R emE @Y E I W wi VERYHUOD 0 )] [F5 EHSRUBROIFLHV

TZW UJTUQJ

lwjio"WW W __WjowlWme
N zldma{ tJzU{
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JRUQT”JJ IJ[JQTURJISY

2XU SHRSOH DUH WKH FRUQHUVWRQH/MURXENVXGARAEDXW LPSOHPHQWYV +HIXEKWKKDQREUPDPIHWRUN FRQGXFW LV FRDWE @HDG HOUUWQELS EHKDYLRUYV DUH OLYHG L
7KH FRPPLWPHQW RI HDFK WHDP PHPWHD LR RIXDW ORFDO UHJLRQDO DQGLUYRE BOGO&NHD TKIKWLYQMXU\ RQORQERRUGIL@D WRBVAMD DHBU GHYHORSPHQW Z
FRUH YDEXMWRPHU IRFXV SDVVLRQ LQFOXGHGLQ®@ MK DWLRQDO RQERDUGDYHGDQY DGGLWLRQ WR WKH UHJLVWWHWIWIQZRIUNGDOFHNVZKHUH HYHU\RQH IHH
HOQOWUHSUHQHXUVKLS WHDP VSLULW DOQREDOWHIWLORFDO OHYHO VLWH V®%BURIUYL ENUPHBR XYW QW UHFRUGV SHRASRDMUHR® WR H[FHO

GULYHV XV IRUZDUG 7KHVH VKDUHG YBILROD FRPAALIQH®J GAIHMRFXVHG RBHDVXUHYV =HUR +DUP GHWHFWHG VDY{dVE&XVIMWINPHVBHO WRXUDJH GLYHUVH

ZLWK RXU GHGLFDWLRQ WR FRFRD DOXGURMKKRHR B RQWBIQFLQJ RXU SUDFWLFHGID®H @QRWDPHEKNOWVLREDQ LQMXU\ DQGIWUHNK®HURKLSY GULYLQJ LQQRYDWLRQ DQ
HIWHQG EH\RQG RXU FRPSDQ\ LQIOXEBREFHXILWKFRPU FRUSRUDWH SROLFLEREW QU YDMRIRQ+ADOMWW GLDORJXH EHWAHHRL P RXR\ERKVLQHVY SUDFWLFHV ZLWK
IDUPHUV VXSSOLHUV FXVWRPHUV FRIDQWXRHUQ/G DQGLWRKBPHQW :H DGKHUW ARWAR SWKRHYH VDIHW\ DZDUHQHVV XQ@8BUOXWWQGLQJ DQG

FRPPXQLWLHV ZKHUH ZH RSHUDWH :HMKWHADO 7UDGLQJ ,QLWLDWLYH (7, &BWKPY&LREH ORFDO 2XU &RPPXQLMW DH\SOLI\ RXU SRVLWLYH LPSE
FRPPLWWHG WR FXOWLYDWLQJ DQ LQIF@X\QDWMLRQDIOURBPHVQMDWLRQ DQG RXU FXVWRPHUV RQ WKH HQYLURQPHQW DQG RXU FRPPXQLW
ZKHUH HYHU\RQH FDQ EH WKHLU DXWHK[SQWWD WHRYHMW QG UHTXLUHPHQWV K 2XYRAMILEdud B Hiwodghdmbd sgqntfQKDQFLQJ HPSOR\HH HQJDJHPHQW

ZKLOH HPSRZHULQJ RWKHUV WR VXFFHHGU V2 XWRIJRQRDIQFH EHVW SUDFWLFHY RGP RV SFR R ktrhnm 7JKURXJKRXW WKH \HDU RXU JOREDO ' . WH

WYL 0 FXOWKUN KoM 0B M B B W XSG ER TR 0a aroxviRUIDSLASOD LoUWOWL Y GV
Q [ Q Q QR @ Q Q SR WY 5V RO sorEDO WHDP ZPHRY QY)Y DQG IRVWHU D VHQVH RI EHORC

VXVWDLQDEOH JURZWK RI RXU FRPSDWKH SDVW \HDU 7KH WRWDO QXPEHU (J)DI_IIHHOV KHDUG YDOXHG DD%%&P&S%QQQJ'FI'CB'\N@QLYHUVLW\ WRSLFV :H I
,QMXU\ 5DWH /7,5 WKH LQGLFDWRUV\l/JIydll__yl\—/IV

Knrsdghmf "~ r 'ed mc tmhptd vnqonP'BFdLGHQWV UHVXOWLQJ LQ DEVHQF HH:éﬁP

) b
W
LOQMXULHV SHU  HPSOR\HHV FDOFX -
SW %DUU\ &DOOHEDXW WKH VDIHW\ RIFRXU SRS, krRx UV YHOREPHQW SURJUDPV WKDW [RVAVRG RYY § FOITDEPR g KH /(8" THWZRUN (GXFC

ZKLFK UHSUHYHQWV J HUQDO +RZ WR /HDG
: H D YRLEHVY DUH ZHOFRPH 5 ROERQGy RS PwHWHUQ
FRPHVY ILUVW :H DUH FRPPLWWHG W%HF\(J[?—l'S'VH FRPSDUHG WR WKH SUHYL (@J 80 U O G 55 BRQ 35

VVHO UL $V. DW
ZRUNSODFH DQG UHFRJQLJH WKDW ZH DQQ,KDYH D gé FHOHE DWW KH GLYHUVH LeHQWUPLHRF®HEURIUDPY RQ LQFOXVLYLW\ DQG

RI RXU VLWHV ZHUH 60
UHVSRQVLELOLW\ WR SURWHFW RXU ¥Bb'4s\%l8§\?/ ZHOO %%WULEXWLRQV RI RXU SHRSOH FX¥RRPYHRHPWleRJ WKHVH HIIRAUWV ZH FRQG
SDUWQH \g GRLQJ VR ZH HPEHG ERIRYKREYV WK DV /HDQ ,QaVvV ~ :D\V WR )l

EHLQJ DQG WKDW RI RXU FROOHDJXHV  “H GZLWK uv
VDIHW\ UHJXODWLRQV DQG PHDVXUHV' D LcLI_z{\f‘LDooO RO FROOHFWY LQIRUBPIYL LR(ggH HIGR JURXQGHG LQ RXOLPYDUYE HPRWHES DW :RUN ZKLFK HTXLS
kRS Y K STRERbYLRUV DQG sDvVLRY POW JQRYHMKYDLW K WKH VNLOOV WR LGF
\ o)
3
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O
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TI
Py,

XS FRUUHFW RU UHSRUW WR D PDQH)'?H%

QRWLFH VLWXDWLRQV ZKHWDWDANW\ 1V bR IFLy N/ RYW 7TLPH SFFLGHQW DQRRFSCHP oL wy zKLOH HPEUDFLQEERYHUWHHFWOL ZKLOH HPSRZHULQJ WKHP \

&DOOHEDXWaV +HDOWK DQBGV6DIHW\ \;\5%(7{/ HPSOR\HH LV XQDEOH WRMAYERG N Rott ¥HuvsHFwLYHY HITHFWLYH DOOLHV LQ WKH ZRUNSODFH

XQGHUSLQQHG E\ WKH %DUU\ &DOOHE | %‘\]% D[)\GMS)I(_IQ/V\\//VI—LIJCL-_FZV\IQ_LIJCI;‘\I 'EQOHt'}'G'f‘EE\)//g'VUYI%%éV\JF}WQEVXLOW DURXQG WKNAMWsPRQWK@\ HYHQWYV DQG VKDUH RQJ

6\VWHP D FFURHOMUR LQMXU\ DQG % %W%%QNHLPRE&'&WHLUQWR HYHU\ DVSHRARP RFLFDWLRQ WR UDLVH DZDUHQHVYV DQ
R

U
XOWLQJ
H MXU\ UHTXLULQJ PHGLFDO L H
KDUP HQYLURQPHQW Q LR NS U HoFH HQvxULBR RIRINY AWUP BEKRAW WKH \HDU VXFK DV
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, QWHUQDWLRQDO :RPHQOV 'D\ 'LVDED®GUWRYVYQFORKMILIRSKLHY ,Q DGGLWLRQWDH MW L &N X\WRYHULQFOXVLYH MRE GHV¥AWLBEWWRE®Y VKB G LQ IRXU KXEV WZR U
DQG ,QGLJHQRXV 3HRSOHV(O FHOHEUDWPPQWDWJHKIMVMFWKURXJK HOQODEOHPHQWFRIOPWWLLRQAWWR R LQYHVW LQ RXU FDUMHUN[ISEFODWQRBUPD @B\WVLD DQG WZR JOREDC
FUHDWH JUHDWHU XQGHUVWDQGLQJ BQGYHHIORIDVIHRHQW DQG HQVXUH HPRDRMHHNS DHDHBGAHG RXU UHDFK DQG UHLTRRODBIGDROBUWGLD 7KHVH KXEV DUH WR G
DFURVY RXU JOREDO 2UJDQL]DWLRQ FRQQHFWHG DQG VXSSRUWHG GXULQ&DWPHEDR WRKDWHSEXWDWLRQ DV DQ HHEBPAUOHOQORHFERBRPHFEWLYHO\ LGHQWLI\LQJ R
$GGLWLRQDOO\ RXU ORFDO (PSOR\HBGHWRXRIFHOUR BN IRUPDQFH PDQDJIRPHQINERDW WKHVH FKDQJHV ZH XSVYRUGWHRGEHRKW DQG FXVWRPHU H[SHULHQFH
(5*V SOD\ DQ HVVHQWLDO UROH LQ VWH$IQWKHQMCODWKYRXIK JOREDO WUBEQKQWHDWY ILIQHG (93 DFWLYDWLRQLPBQ® GHRHYWO WRROV

WDLORUHG WR WKH VSHFLILF QHHGV ZUWKKWKH BHULROQRDQQEWKWDQDIHPHQWK&ANWKHDSDELOLWLHY KDYH KHOSHG®WPSWRWHHD Kb UORYI SURFHVVHY DQG OHYHUI

D IRFXV RQ HQKDQFLQJ ZRUNSODFH GLYHUVLW\ TXDOLW\ LQFUHDVH FDQGLGDWH HQIPHHPHRWRIDNQBS6 HQKDQFHYVY RSHUDWLRQDC
VXSSRUWLQJ PHPEHUV(O SURIHVVLROQBILhGHENMPRSRERY *mc b o'ahkhshdrHQVXUH VWURQJHU DOLJQPHQW ZLWK @ANWUHWNERGVVVWHQW VHUYLFH GHOLYHU\
HHGV

DQG GULYLQJ PHDQLQJIXO FRPPXQLV\%\D%XH\%W%BséDJHPHQW 2DV VLJQLILFDQQWO\ H[SDOGHG DQG LPSURYHV FXVWRPHUREGO\LHQFH

WR HQVXUH WKH LGHQWLILFDWLRQ RI WRS WDOHQW DFURVV DOO
ldudknohmf kd cdqr fgnvhmf s ’kdm$HILRQV DQG IXQFWLRQV $ PDMRU PIGHNWIEE HC zDV
cghuhmf bg mfd DFKLHYLQJ VXFFHVVLRQ SODQQLQH RWUHRPVULQXH WR LQYHVW LQ OHDGHUVKLS DQG

7KLV \HDU ZH IRFXVHG RQ SUHSDULQHRGH $HURISOHIBOQ@IRUFLQJ RUJDQL]BWQRQADE PROMNAQXANWMHOV H[SDQG PHQWRULQJ SURJUDPYV
2UJDQL]DWLRQ IRU WKH IXWXUH E\ VRQEBJXWKNOLOHIDGLQHVYV 7R GHYHORBQWKH U8 KOQREMUER-DEHCBMWMRGHRVHYH RXU

OHDGHUVKLS EXLOGLQJ FULWLFDO VIRUWOWKYHD®WY XX SRRUUWDERFKHG WKH Spble S3FD @HPDLQ DW WKH KHDUW RI RXU JURZWK DQG
FXOWXUDO WUDQVIRUPDWLRQ :H SUGHOMWHWIEI RYHU WDLORUHG OHDWQDQY FRRIPODMWHWRYRHTXLSSHG ZLWK WKH PLQGVHW DQG

HPSRZHULQJ OHDGHUY DQG HPSOR\HHVXWAR WKIQRHHYV LQ RXU VHUYLFH KXESDELWKWILKY WRKMWLYH VXVWDLQDEOH JURZWK LQ D

WKURXJK WUDQVIRUPDWLRQ DQG HPEHEBU®QIL VL DGEGWLQGVHW :H DOVR H{SDDPEAHGOREDO HQYLURQPHQW

/IHYHO SUDFWLFHV DFURVV WKH 2UJDIXQBWLRQDQ@QXQUFDGHPLHV LQ DUHDV VXFK DV

HITRUWYV FHQWHUKE RQLQMHMHDWQJ &RPPHUFLDO ([FHOOHQFH ODUNHWLQJ PRR i r Xdguhbdr &LGX"' cqghuhmf
WKURXJK WUDQVIRUPDWLRQ EXLOGLZXNUWDHZHD W 'HOGHUVKLS %HKDYLRUVn‘BB%‘@RﬁHmRk’ PRBPdkkdmbd

FDSDELOLWLHY DWWUDFWLQJ DQG USIMRE.@H ¢V RV WHO HOWP KLULQJ WR SHUIRUPDQFH
EERZPLWHQW RI RXU IXWXUH UHDG\

* 0
PDQDJHPHQW HQVXULQJ OHDGHUVKLSEVYBALY |
RXU YDOXHYV RSHUDWLQJ PRGHO 'ULYLQJ SHUIRUPDQFH H[FHOOHQFH

Qd chmf sggntfg sq mrengl shnm DQG EURDGHQLQJ FDSDELOLWLHV *%6 VFDOHYV

'H VXSSRUWHG HPSOR\HHV WKURXJK FXOWXUDO ] ~ RSHUDWLRQV DFURVV DOO KXEV LQWURGXFLQJ PXOWL
HYROXWLRQ DQG RUJDQL]DWLRQDO FRPFUR ENMRIBE IR hmT sno s Kiss wWLRQDO FURVV WHDP FROODERUDWLRQ VHWXS

RYHU 2SHUDWLQJ ORGHO ZRUNVKRSN DWURWMWKHQHG RXU UHFUXLWPHQW RRGHAEE RI WKH VHFRQG TRODWWHU R

OHDGHUVKLS WHDPV LQWURGXFLQJ bOAMRIPIWHW HQV E¥%E WHDPV LOQWR UHJERQDEWRDODIRWDY VXFFHVVIXOO\ LPSOHPHQWHG LQ

&KDQJH ODQDJHPHQW 7RRONLW DQGHEHBRLYHWLRQ LPSURYLQJ VSHHG DJWRUWH BREGVHV DEMBUPWWHIIMY 'HVLIQ DQG

FKDQJH UHDGLQHVYV WUDLQLQJ WR PREARMRBIMPELOLWN 7KLV VKLIW HQDEQ@HUGQVNMWIHQ D BAH\OMGWRI RQ WKLV IRXQGDWLRQ *%6 QRZ
HPSOR\HHV :LWK WKH ODXQFK RI RXWBORBMNWO UHGXFHG WLPH WR ILOO DIRGEGXWHNDWEH G/ WDPEHRWH JLQJ QHZO\ FHQWUDOL]HG SURFHVVHYV
%XVLQHVVY 6HUYLFHV *%6 KXE LQ ,Q6BROVEZVHWWHQW KLULQJ H[SHULHQFH DEREKRYW GHIYR@VY FRQWLQXRXV LPSURYHPHQW DQG
HPSKDVL]HG FXOWXUDO DZDUHQHVYV AWKQWKQKH WR HQKDQFH RXU (PSOR\HHOBMOWH QJ VHUYLFH GHOLYHU\ WR QHZ OHYHOV RI
GHGLFDWHG VHVVLRQV VWUHQJWKHQUBS FRIOWMIDER UBWLWE DWWUDFW DQIB[HHI OB KSH YHUVH
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Jloknxddr odq Jlioknxddr odg etmbshnm Ldmcdg ne dloknxddr ax etmisflinme dloknxddr ax etmbshnm
fdnfg oghb ennsoqhms $V DW $XJIXVW $V DW $XJIXVW $V DW $XJIXVW

$V DW $XIXVW
M HVWHUQ (XURSH B ODQDJHPHQW
B &HQWUDO DQG (DVWHUQ (XURSH B 2IILFH

1RUWK $PHULFD SURGXFWLRQ
M /DWLQ $PHULFD $EIRWZ o\ Wlwjo W W{ i

B $vLD 3DFLILF OLGGOH (DVW DQG S$IULFD
$EIRWz o\ WIiwjo"WW/{ i

M )HPDOH ]
B O0ODOH |
1R JHQGHU LGHQWLILFDWLRQ !
Ldmcdg qdogdrdms shnm Yno B m shnm khshdr
kdudk $V DW $XJIJXVW 1XPEHU RI HPSOR\HHV

Fudg fd rdmhnghsx hm xd gr SV DW $XJIXVW
ax fdnfqg oghb ennsoghms

$V DW $XIXVW

‘HVWHUQ (XURSH

&HQWUDO DQG (DVWHUQ (XURSH

1RUWK $PHULFD

/IDWLQ $PHULFD

$VLD 3DFLILF OLGGOH (DVW DQG $IULFD

MW )HPDOH
M ODOH
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LQQHUV LQ DOSKDEHWLFDO RUGHU

SHEHFFD
%DLOH\
869%

ODJGDOHQD
JHOLV

3RODQG

ODUWKD
OHJD

OH[LFR

*LQR O9HURQLED
&DOOHEDXW'ZLUDK
%HOJLXP *KDQD

'HQL =RH
/JHVPDQD / X
,QGRQHVLD &KLQD
-HQQD 'H

OLOOLHUYV

6RXWK $IULFD

6]\PRQ
)DPXOVNL

3RODQG

I XF
SRRPYV

%YHOJLXP
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PSDFW 5HSRUW

| T[JWSFSHJ

2XURYHUQDQFH IUDPHZRUN LV GHVLJQHG WR JXLIGcR D@ R HUHNEGRUWLQJ DQG HQVXULQJ DGKHUH@E WHRH W W RDQGVXBBHO DAMKRUY 7KLY VWDWHPHQW LV
RSHUDWLRQV LQ D ZD\ WKDW GHOLYHUV ORQJ WHWHTXDOKRHRWWUOBOHYDQW WR VXVWDLQDELOLWEDKIHVS$)54&& PHHWYV VL]

VWDNHKROGHUVY ZKLOH HPEHGGLQJ HQYLURQPHOMW.POIVVRIFHDY DREG(6* LV DQ LQFOXGHG LWHP RQ2WHKH OIUHRBGPK WR JRYHUQDQFH LV VWUXFWXUHG WR HC
JRYHUQDQFH (6* SULRULWLHV LQWR RXU FRUH SXWHSRRVPLQDWLRQ DQG &RPSHQVDWLRQ &RPPLWWHHW K&&H DXGEYCLY PR (MKMHRULQJ UHSRUWLQJ DQG DGMXVW
7KH %YRDUG KDV WKH XOWLPDWH UHVSRQVLELOLWARRD WG BRFWQWHIYRWHQY L(EGULWHULD LQWR H[HRPWOY D FRP DIGVBPRQWDRQ XRXYV LPSURYHPHQW %\ HPEF
DQG FRQW URORDCHD WEXHAWDWDQDIJHPHQW DQG IRXFFHVVLRQ SODQQLQJ DQG OHDGHUVKLS DSSRLVDKHP ARWH/ RHEXXUQAYYV RSHUDWLRQV ZH QRW RQO\ DG
VXSHUYLVLQJ WKHLU FRPSOLDQFH ZLWK DSSOLFD¥EOHQYSPVWHO@MORQR®EGEBPSOLDQW SURFHVVHV WK DU VXLSBHRRHND W X UE X YWV VDV R EXILOIGVW UXVW ZLWK VWDNHEK
UHJXODWLRQV 7KH %YRDUG HVWDEOLVKHV WKH VREWWAWLFH LUHFWLRQ DQG WKH DQG FUHDWH ORQJ WHUP YDOXH

RUJDQL]DWLRQDO DQG ILQDQFLDO SROLFLHV WR EKHI ROWRIZH GD UW LODIS FULLQW. D WIKYH &RPPLWWHH ))RGRRBWKWHIHGHWDDQ@QWR®! RXU DFWXVLRRHWDRG BRROLF
([HFEXWLYH &RPPLWWHH WR ZKLFK LW KDV GHOH JORW¥FHER ®KIHVRASHHHU BW WK@GIDWRDUG ,WV FXUUHQW PH@&=HUV DUH )HUQDQGR

PDQDJHPHQW RI WKH &RPSDQ\ %HVLGHV LWV QRQIWUDWHY IRKDEOPDIQ®QG 7KRPDV ,QWUDWRU 7KH )), &RPPLWWHH

LQDOLHQDEOH GXWLHV SXUVXDQW WR 6ZLVV FRUSBRDPMWGHO VX SWMKML%WRRQORKRDBVIXLGDQFH IRU FHUWDLQ )), UHODWHG DFWLYLWLHV

UHWDLQHG FHUWDLQ UHVSRQVLELOLWLHY DV VHW QRBUMWXYLYHNVNKWMKERPSDMWRDUG E\ UHSRUWLQJ RQ LWV ILQGLQJY DQG SUHSDULQJ

2UJDQL]DWLRQDO 5HIJXODWLRQV ZKLFK DUH DYDUGBR® AHR)®EG DWW HRZIHEWVWB SSIURYDO

%DUU\ &DOXMAMXW 777 FDUU\ FDOOHFEDXW FRP HRH ERRMDOBOVI3 (6* 6XVWDLQDELOLW\ DQG 7UDFHDELOLW\ D PHPEHU RI WKH

l QYHVWRUV FRUSRUDWH JRYHUQD QFXUNOCQIFQWL RV W HERIHEG/HDGHUVKLS 7HDP (/7 KROGVY RYHUDOO UHVSRQVLELOLW)\ IRU WKH

WKH &RPSDQ\GV $UWLFOHV RI ,QFRUSRUDWLRQ QRPSPEHIW ROWKBOONROVNNMEDLQDELOLW\ SURJUDP DW WKH (/7 OHYHO 7KLV UROH
PD\ KROG PRUH WKDQ DbDGGLWLRQDO PDQGDWHV QRIOXISIHAK IXFSBRYHQW K\DKH SURJUDPOYV VWUDWHJI\ GLUHFWLRQ DQG UHVRXUFHYV
ILYH PD\ EH LQ VWRFN H[FKDQJH OLVWHG FRPSDQ@@}¥ VHUYLQJ DV WKH H[HFXWLYH VSRQVRU 7KH 93 LV VXSSRUWHG E\ WKH

$V DW $XIXVW WKH %YRDUG FRQVLVWHG RIBKVWILQRE L[HF¥X WD/GHHUVKLS 7THDP 6/7 7KH 6/7 GHYHORSYV LQLWLDWLYHYV
PHPEHUV (DFK PHPEHU RI WKH %RDUG LV HOHFWWR& BGWEK®E FHK BUW IORGGPNYDIHY HQIJDIJHPHQW RQ HQYLURQPHQWDO DQG

Rl WKH &RPSDQ\ DW WKH $QQXDO *HQHUDO OHHWVRFIFDGBKDUKKR DEHMBRYVRUKH YDOXH FKDLQ

D WHUP RI RIILFH RI RQH \HDU DQG PD\ EH UH HOHFWHRFHB Y VXFHHWVHFEHGGHG LQWR RXU SROLFLHY DQG PDQDJHPHQW

WHUPV VI\VWHPV E\ LOQWHJUDWLQJ FOHDU SROLFLHVY WKDW DOLJQ ZLWK (6* JRDOV VXFK
2XU %YRDUG RI 'LUHFWRUV KDV WKH RYHUDOO UH\WDS/RRXWU BXSLS/O\L R U HERGH LOKILWK DWSOLHY WR DOO VXSSOLHUV DQG WKHLU

(6* UHODWHG SROLFLHY DQG VWUDWHRDRVHIYPRONBESQR\HHWLYURYH&LQJ SURGXFWY PDWHULDOV H[SHUWLVH DQG UHODWHG
&KRFRODWH DOLJQ ZLWK WKH ORQJ WHUP VWUDWHU\Y DBV EW R LMV ORRSHKOR BWEKFHOLHU &RGH VHWYV RXW WKH

WKFHRPSDQ(\6* WRSLFV DUH UHJXODUO\ LOQFOXGHGHWH®AWUBGGPYBXPYXPRDWTXLUHPHQWY H[SHFWHG IURP HDFK VXSSOLHU 2XU
ZLWK FHUWDLQ PDWWHUYV DGGUHVVHG LQ IRFXVH®REVOLRWIMWHPAQMKRQ +XPDQ 5LJKWV LQFOXGLQJ WKH SUHYHQWLRQ RI
UHOHYDQW %RDUG FRPPLWWHHY DV QHHGHG PRGHUQ VODYHU\ DQG KXPDQ WUDIILFNLQJ GHVFULEHV RXU DSSURDFK DQG
7KH $XGLW )LODQFH 5LVN 4XDOLW\ DQG &RPSOHDIRAIWNYRWREWWHNDIHIXDUGLQJ KXPDQ ULJKWV DQG HQVXULQJ WKDW VODYHU\
$)548&& VXSSRUWV WKH %RDUG LQ RYHUVHHLQJ PRRAUK®PWH® WDMNFNLQE DUH QRW WDNLQJ SODFH LQ DQ\ SDUW RI RXU
FRPSOLDQFH E\ UHYLHZLQJ LOQWHUQDO FRQWUROV ILQDQFLDO DQG QRQ

7TKURXJKRXW WKLV UHSRUW WKH WHUPV %DUU\ &DOOHEDXW WKH *URXS WKH &RPSDQ\ DQG WKH 2UJDQL]DWLRQ DUH XVHG LQWHUFKDQJHDEO\ WR UHIHU WR WKH %DUU\ &DOOHEDXW *URXS
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Tgf mhy shnbhmgkgs r ne sgd otakhb shnm c sd WasgagdsFmmG&rnk gmme Ihgdbsnqgr

2= ?2 B
] AOBJ 7KH FRPSRVLWLRQ RI WKH %YRDUG BXWKWNE&RP SA2DQA DV IIRMDOR ZV
$IIW $Je_omJj_ " #WIRWz { mSW_ €mSe+ _om 10 $
%RDUG RI 'LUHFWRUYV 3DWULFEN 'H
&KDLUPDQ 3DWULFN 'H ODHVHQHLUH ODHVHQHLB&HIOJLDQ &KDLUPDQ
ODUNXYV 5 OLFH
IHXKDXV 6ZLVYV &KDLUPDQ&KDLUPDQ
$)54&& 1&& ). JHUQDQGR
&KDLUPDQ ODUNXV 5 1HXKDXKDLUPDQ )HUQDQGR $JXLWBWKBLUPDQ )HUQDQGR $JXLUURBJIJXLUUH 86 OH[LFDQ 'LUHFWRU &KDLUPDQ&KDLUPDQ
ODXULFLR
*UDEHU OH[LFDQ 'LUHFWRU OHPEHU
*URXS ,QWHUQDO $XGLW &RUSRUDWH 6HFUHWDU\ 7KRPDV
ODUNXVY 6WXGKDOWHU 3KLOLSS OXKHLP DG LQWHULP , QWUDWRUGBZLVV 'LUHFWRUOHPEHU OHPEHU

1LFRODYV
-DFREV 6ZLVV 'LUHFWRUOHPEHU

& (2 %DUEDUD

SHWHU )HOG SLFKPRQG %ULWLVK 'LUHFWRUOHPEHU
$UXQD
-D\DQWKL ,QGLDQ 'LUHFWRU OHPEHU
&KLHI )LQDQFLDO &KLHI &XVWRPHU &KLHI 3HRSOH
2IILFHU 6XSSO\ 'HYHORSPHQW &XOWXUH 2IILFHU 7KH PDWUL[ EHORZ VHWV RXW WKH NH\ VNLOOV RI WKH %RDUG EDVHG RQ LQWHL
SHWHU 9DQQHVWH 2IILFHU OLFWRULD *D]]R

&OHPHQV :RHKUOH

Xjhkkr | 'sghw

$XGLW )LQDQFH 5LVN 4XDOLW\ DQG &RPSOLDQFH &RPPLWWHH $)54&&

IRPLQDWLRQ DQG &RPSHQVDWLRQ &RPPLWWHH 1&&

)XWXUH )DUPLQJ ,QLWLDWLYH

LWK HIITHFW DV RI 6HSW -XWWD 6XFKDQHN VWHSSHG GRZQ IURP KHU UROH DV &KLHI 3HRSOH 'LYHUVLW\ 2IILFHU DQG ZDV UHSODFHG E\ 9LFWRULD *D]]R

7KH PDQGDWHV RI WKH IRUPHU ERDUG PHPEHUV 7LP OLQJHV $QWRLQH GH 6DLQW $IIULTXH DQG <HQ <HQ 7DQ HQGHG DV RI '"HFHPEHU DV WKH\ GLG QRW VWDQG IRU UH HOHFWLRQ DW WKH SULRU $QQ>
KWWSV 777 EDUU\ FDOOHEDXW FRP VIWHV GHIDXOW Il OHV %DUU\B&DOOHEDXWB$QQXDOB5HSRUWB SGI




%0 $55< &S/ (%8BT S Cran o 2o COYEURGRUSH

TUYWR 6WDN HKRWM®H QWD ELZXNIWIRHRSOH .. WzmJImSIR)'

*5,

S5SHSRUBROLFLHYV

TZWFUUWTFRM YT RFEYJWNF

, Q %DUU\ &DOOHEDXW SXEOLVKRG WKVYWRVW (QWHUSULVH 5LVN ODQRHFQY J W N F m YW N
UHFHQW GRXEOH PDWHULDOLW\ DVVHNGSHFHOQWLVWNVNVZRUNHG6D OWRHDIRR.GH R X

SURFHVV LGHQWLILHY DQG SULRULWLGHWQWKH WKH ILOQDQFLDO DQG EXVLQHVYVY ULVNV WLHG WR WKH
(QYLURQPHQWDO 6RFLDO DQG *RYHURPOQWBLYBNHG (6* WRSLFV ,Q WKLY SURFHVV WKH HQWLUH
WRSLFV PRVW UHOHYDQW WR RXU RSHDOXH RRDLE@ XDVGDR@ O\]HG DQG D WLPH KRUL]JRQ IRU
HIWHQVLYH VWDNHKROGHU FRQV X0 WDRMNIRRQ VRXE WHR ZDV DGRSWHG

PDWHULDOLW\ FRQVLGHUV ERWK RXU2¥RYIDOWY RQXRUSHRSOEBRXEOH PDWHULDOLW\

DQG WKH SODQHW LPSDFW PDWHULDOVWVVPHROGWEGHFRQILUPHG RXU FRPPLWPHQW WR WKH
UHODWHG ULVNV DQG RSSRUWXQLWLRUWXPW £KRFAROHDAWH SLOODUV 3URVSHULQJ )DUPHUYV

RXU ILQDQFLDO SHUIRUPDQFH ILQD@¥PDO 5LJKWV 7KULYLQJ 1DWXUH DQG 6XVWDLQDEOH
PDWHULDOLW\ 2XU DVVHVVPHQW IRQORHAE GHWMH *5LWKLQ WKHVH SLOODUV WKHUH DUH ILYH
6WDQGDUGYV DQG LV LBWHIHUHQAYDWR RXW WRSLFV FRQVLGHUHG WR EH PDWHULDO 6XSSO\
&RUSRUDWH 6XVWDLQDELOLW\ 5HSRKWWKDQY LtUBFWHLEFHOLW\ &OLPDWH DQG (QHUJ\

&65' DQG WKH (XURSHDQ 6XVWDLQD®LARGWYHUVLW\ DQG (FRV\VWHPV :RUNHUV LQ WKH 9DOXH
5HSRUWLQJ 6WDQGDUKHIN (65WRSLF &KDLQ DQG $IIHFWHG &RPPXQLWLHV 7KH PDWHULDO
IUDPHZRUN JXLGHG E\ &65" UHTXLUHRWRIN¥W QKBUH DSSURYHG DW WKH %RDUG RI 'LUHFWRUYV
EURDG VWDNHKROGHU HQJDJHPHQW PHR®MXGLQ FRFRD

IDUPHUV SXEOLF LQWHUHVW JURXSVgW %8 SUHGDUH IRRPS®I DOFHLOO
FXVWRPHUV HPSORVHHV DQG LQYHVWHRVAW L W HRMWP WIW¢HULDOLW\ DVVHVVPHQW :KLOH ZH GR

D VKRUWOLVW RI SULRULWY WRSLFV gKWVH[$QREWXNGHOLILFDQW FKDQJHV WR RXU FXUUHQW
FOLPDWH FKDQJH DGDSWDWLRQ FRFRPWRUPDWIWRSLHEQFHILYHQ WKHLU ORQJ VWDQGLQJ

DQG WKH LPSRUWDQFH RI VWURQJ ORFHOHPPYMRHEMKAES\VH[SDQG RU UHILQH RXU

WR HQVXUH WUDFHDELOLW\ WR IDUP OHMHRVRXEPWR UHIOHFW DGGLWLRQDO RU HYROYLQJ WRSLFV
PDWHULDOLW\ DOVR LQFOXGHV WKH RH@REKPRKNL@3eRIUBOH ZRUN

OLVW RI SULRULW\ (6* WRSLFV DJDLQRY WKH HPEE WDKK LOQWR RXU GRXEOH PDWHULDOLW\
RIWKHP KDV RU FDQ KDYH RQ WKH phRQRMPAHHW SOHDVH VH%RKU\SXEOLFDWLRQ

SHUIRUPDQFH RI' D FRPSDQ\ DQG LWVgpH\HHHHHYMVaY DSSURDFK WR 'RXEOH ODWHULDOLW\
PRGHO

7KH UHVXOWYV RI RXU PDWHULDOLW\ DVVHVVPHQW DUH PDSSHG RQWR D ODWHULDOLW\ ODWUL[
,Q WKLV PDWUL[ LPSDFW PDWHULDOLW\ IRUPV WKH [ D[LV ZKLOH ILQDQFLDO PDWHULDOLW\ IRUPV WKH \

7R YLVXDOO\ UHSUHVHQW WKH UHVXOWY RI WKH VWDNHKROGHU VXUYH\ RQ WKH PDWUL[

IURP WKH VWDNHKROGHU VXUYH\ DQG LQWHUYLHZV

ZH XVHG EXEEO]I
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WNXP T[JW[NJ\

Jmsdgoghrd Whrj R m fdldms SURWHFWLQJ WKH *URXSaV GHVLUHG FUHGLWUBDWORU WRQDIWRHRWXQBYQHZ PHHWLQJYV DQG GHGLFD
7KH *URXS RSHUDWHV LQ WKH IRRG LQGXVWU\ DQG PR DLZXERLYB QMK RYHEY XOWLPDWHO\ VDIHIXBIUGbOYA/RBOQMKRBE Y TUHTXHQWOL DV QHFHVVDUL K
XQFHUWDLQ RSSRUWXQLWLHYV DQG WKUHDWV ULVNVL@WHWHVYOG LPSDFW LWV PLQLPXP RI WKUHH PHHWLQJV SHU ILVFDO \HDU WR DG

VWUDWHJILF REMHFWLYHV 7R PDQDJH WKHVH ULVNV HQKFQFIQHOR R WKL DUFPHHSZLWK FRUSRUDWH JRVHFGYRMHUIPWEBE 0 P QPIHPHQW SVVXUDQFH IXQFWI
KDV LPSOHPHQWHG DQ (QWHUSULVH 5LVN 0DQDJHPH@WDFLAHUPBRRBUNSSOLFDEOH ODZV DQG UHJIXGFW RJY 0PQDJHPHQW 4XDOLWA $VVXUDQFH 6DIHWI

GHVLJQHG WR HQVXUH WKDW WKH HIITHFWV RI XOQOFHUWDLQW\ RQ REMHFWLYHV DUH (QYLURQPHQW "LJLWDO 6HFXULW\ (6" &RPSOLDQFH ,Q
WKRURXJKO\ HYDOXDWHG WKURXJKRXW WKH 2UJQQLIPWLRO BOG LQWHIUDWHE RU H[WHUQDO DXWKRULWLHY DQG UHJXODWRUYV
LQWR FULWLFDO GHFLVLRQ PDNLQJ SURFHVVHV 7KH (50 IUDPHZRUN TRVWHUYV JXUWKHUPRUH *URXS S5LVN ODQDJHPHQW IDFLOLWDWHYV

WKH DGRSWLRQ RI WDLORUHG ULVN PDQDJHPHQW §lt BXEMWLFHRRMN kDY BRIQVILESAL WY TRU HVWDEOLVRIHQ U UMM FEWRIWRQ Q[RADEYGE- @Y54&& RQ DQ DQQXDO E
LOWHJUDWHG LQWR WKH *URXSaV EXVLQHVV SURMKIVRYIBRL NP WRERL EHUD WR ROYQDQRFH ULVN PDQURNWRBQ®I BROXOIROURQRUWY RQ WKH SURJUHVYV RI Nt
DUH VHDPOHVVO\ LQFRUSRUDWHG LOWR vVWUDWHIRFSOIHFST s Ddiedgy OLHY ZLWK WKH %RDUBQRIX'UHWHFRRUW QWRKXY RYHUVLIKW DQG UHVSRQVLYHQ!
RSHUDWLRQV WKHUHE\ DYRLGLQJ DQ\ LVRODWLR&®RERXE rwkHU ERRYGHRY DVVLIQHG WKH HYDOXWWHBRER IDBKBQURXEULVN PDQDIJHPHQW DFWLYLWLHV ZL
DEFWLYLWLHY ,Q DGGLWLRQ WR WKH LPSOHPHQWDMWLRERROVEHHMLYN HHHREHERRWURO IUDPHZRUNV W® UDKHHI K 6 IRE MH-RW QYFHIV SLVN

ULVN PDQDJHPHQW SUDFWLFHV WKH *URXS HPSORA\RB-Wkp SFFRQPEP RV &RPPLWWHH WKH $)54&&K 1 SGEMVLR @QRPRQRABKIEIHG WKDW WKH *URXS IDFHV PI
(50 SURFHVV 7KLV VWUXFWXUHG DSSURDFK V\VWRBBWE Kol QWHEWWYHEGWKH (IHFXWLYH &RPPLWHOHHL SMEW (1&RG WIKMKNH\ ULVNV ZKLFK LQFOXGH WRSL
DODO\]HV DJJUHJDWHV DQG HYDOXDWHV Doo w\¥ XYM VRIVE RPNV Y RJ P QRG FDUUNLQJI RXW AYRHNGRXE@BHH bW WU I DO 1 W WIKDWH FFRXEDBWS RWHQW LD O O\
VWUDWHJILF H[WHUQDO RSHUDWLRQDO ILODQFLDORRUVERYsEKPRIFR U AFWRSBYIRGEHG DQRG LQWHINOW Mk h ¥ R LI H-RHLW RQWKH *URXSOV VWUDWHJIL
LOFOXGLQJ WKH LOQWHJUDWLRQ RI (6* UHODWHG ULYRWLBL ROURR B PH QW RXWOLQHG LQ WKH WDEOH RQ WKH VXEVHTXHQW SDJHV
FRPSUHKHQVLYH YLHZ RI WKH *URXS V ULVN ODQ&KHSH B @MV PEWWKRE IRVWHULQJ ULVN DZDUHR BEWO LIo®RWS RUKIWIA QJURDFK RI KRZ WKH *URXS LQWF
HQVXULQJ FOHDU DFFRXQWDELOLWLHY HYDOXDWLWREV!ILFHE® W H RN MvERYWRL R B URY LRIRW GHFLVLRQARPHNURE &S WRFSHEVHMQWR EWY (QWHUSULVH 5LVN 0DQDJ
*URXS V NH\ ULVNV LQ DOLJQPHQW ZLWK WKH RYHQYSH LELIVWVEHVYI N\yBDWRHJPHDVXUHY DQG FRQWYRE VY HorlHWG @l W B BloH LREAPY PRWHY (6* PDWHULDO WRSL

7KLV KROLVWLF DSSURDFK WR ULVN PDQDJHPHQWXHNLRQAREY FORYPIHTETRIWp WRUHRYHU  WKHY DUHWKRVANRK & WWVIRXEOH ODWHULDOLW\ $VVHVVPHQW IURP |

XQFHUWDLQWLHY DQG VHL]H RSSRUWXQLWLHV W kBwOHE HRWAQN kY EwFOFHVALOV BB EFRLWLIDWLRQ DROWVVREY AKHR WKHPHPE WK SHUWLQHQW NH\ZRUGV LQ WK
REMHEWLYHV E\ QHFHVVDUY 7KH *URXS 5LVN ODQDJHPHQW IXQFWpPR® IIBWVRE YHARWRO URUHLQVWDQFH (6* PDWHULDO

5DLVLQJ DZDUHQHVY DPRQJ NH\ LOWHUQDO Vb NHKRPS YIB! WRESUHKHQVLYH HQWHUSWRVEHOY PHW R WG VIRHUW SERFOL\ONHG WR WKH ULVN RI

W DLGVY LQO WKH LGHQWLILFDWLRQ DQG FRPSUHK | pW K
“URXSOV ULVNV DOG WKHLU SRWHOWLDO LPS f)\ﬁ/éﬁ Q Q Q DQ RURMH B IDWKRIQH RS Y DSSURDFK LV LOQWHQGHG WR IC

FLSDO ULVNV DOORFDWLRQ RI RZQHUVKLS DRAEs §RKMOIWH RHOM RIKH LQWHIJUDWLRQ RI (6* FRQVLGH

SURYLGLQJI PULWLFDO ULVN URORYDQW LQIRFELYRER BWRYEHEVKEHY WR PLWLIDWH VvDLG ULMNYDIHPHQW WKHUHE\ XQGHUVFRULQJ WKH *URXS V Gl
OHDGHUVKLS WR PDNH ZHOO LQIRUPHG WLPHO\ GHFLVLRQYV

RQ
‘ WUDQVSDUHQF\ DQG DFFRXQWDELOLW\ LQ DGGUHVVLQJ
/JHYHUDJLQJ VWUDWHILF RSSRUWXQLWLHV wKDW'B8PIRMHrp G Wdongshmi Q Q Q Q Q Q
*
FRPSUHKHOVLYH XOGHUVWDOGLOJ RI ULVNy /KH fURXS V FRQWLQXRXV PRQLWRULQJ RI LWV SULPDU\ ULVNV DQG WKH

FRUUHVSRQGLQJ ULVN PDQDJHPHQW HIIRUWY DUH GHHSO\ HPEHGGHG LQ
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Pdx Whrjr Whrj Idrbghoshnm Rhshf shnmORd rtqdr JXL R sdgh k Ynohb

i 1JeWAzZWjJeWU wA™{ SJj z {&OAPDWH UHODWHG SK\VLFDO ULVNV SRVH ERWK VKRUWSQGHB DMHO RBPH UMM FRD OIOMQ JRYHUDUFKLQJ VXVWDLIQDEURKXW\OVYNYDWHKH IRRORYHQJ
{"oze 0 jom]AeWzIl zJT IJeWz_ WjR WKH *URXSOV DELOLW\ WR VHFXUH D VXVWDLQDEORKRFROEDWRI KLKK TOURXISWIRFRWRIY DQG UHSRUWYV RQ PRXWHWHOSWESDEW GLR HEBMOH WR
fewwj” z_{i{ EHDQV DQG RWKHU HVVHQWLDO DJULFXOWXUDO UDZ WRWWMDLODEOH @ KRKR ODKNRH W KHHQRUP 7KHVH SLOODUV ULWRVSHWQRYU )DUPHUV +XPDQ
HIWUHPH ZHDWKHU HYHQWYV DQG VKLIWLQJ FOLPDWBLIRWWHUQV 7KULNDRQJOHD® XWHR DQG 6XVWDLQDECHDLRMDWHGLOIQ@ WQHUJ\
LOFUHDVHG YRODWLOLW\ LQ FURS \LHOGYV LQFOXGR X W @DQUH HDV FKIRGH. VAW RFS  DOBLSOMRIDHAK DWWRB DGGUHVVLQJ FOLEDRWGLYHODUMGD S&\WERNOV W HPN
GLVHDVH RXWEUHDNV 2YHU WKH PLG WR ORQJ WHUP UWKRMJ FX]R QO DMWLDYW HIEWRWE BRUWIROLR RI LQWHUFRQQHRWRH S HRN/D VX WHVH LYD O X HXFE KBIGQ W\
FOLPDWH FKDQJH GHIRUHVWDWLRQ QXWULHQMW KGCHSFHHWHELORHQFH /ROD@HUP PHDVXUHV LQFOXGH WHKH F\RBD® EFRPRXD LWWIHVXDWLRQ
VKLIW LQ FXOWLYDWLRQ SUHIHUHQFHVY WRZDUG DOWHUQDRWLEHY AFURSMFDWLRD\ RIHVXOSOLYPMXUFHY LQ RULJLQ FRYRQSASWLHRK DL QWKUHD EH Y EHIORISPH Q
VWUXFWXUDO VKRUWIDOO RI KLJK TXDOLW)\ UDZ PDWH ULMIONVP SWKRIHHIBW B Q GQLU QIR W VY B LBIQAH ROWXUDO SUDFWLFHV IRU FRFRD IDUPV DQG
WKH *URXSOV VXSSO\ FKDLQ DQG LWV DELOLW\ WR PREMQWRDQL®) DQ ® FRVRGXEWGRPYWU\ GLDORIXH ZLWK NH\ VWDNHKROGHUV LQ ERWK RULJI
REMHFWLYHYV DQG FRQVXPHU FRXQWULHYV )XUWKHU GHWDLOV RQ WKH *URXSGV VXVWDLQDELOLW\
VWUDWHJI\ DQG IUDPHZRUN DUH DYDLODEOH LQ WKH 6XVWDLQDELOLW\ VHFWLRQ RI WKH
$QQXDO 6RFLDO DQG (QYLURQPHQWDO ,PSDFW 5HSRUW

i 1JeWAzWjJeWU wr"{ _SJj z {7TKM *URXSOV IDFLOLWLHVY RSHUDWLRQV DQG VXSSO\ FRRHQ* QRX\SARUBIXSE8B\HEERVAGEWRDIWHI\ GHSDUWPHQW LQKH JUBWS VO SENWL FADKH A Q DRRE HQ J
owWzJe om{ JmU {€ww]" SAJ ®WDQJH RI DFXWH DQG FKURQLF FOLPDWH UHODWHG SKLVINFDIDFWRUNKRQMIGHUDLWERXGEH QWR LWV VWUDWHJILPDRRWSEDDQWRBS QP \FLVHBQ® \GWRL
U {z€ws om z_ {i{ HIWUHPH ZHDWKHU HYHQWYV VXFK DV IORRGV GURDXNKQ®IN SUREWVL¥BQHWDDWIGFXODUO\ IRU QHZ VLWH GHWNORSPERWY RU VLIQLILFDQW

KHDWZDYHV DV ZHOO DV ORQJHU WHUP VWUHVVRUV GPIRGLIZBD/\NURQFD WRL VA\[L VW LULN DVQIV H V JRU FXUUHQW FRBHPWOMHLRQE HRRMW\HIITHFWLYH
WHPSHUDWXUHV DQG VKLIWLQJ FOLPDWH JRQHYV UBXE K LHOHFGWLVP SDRYHIRWROOMW IDQH FRQWLQXRXVO\ HYDOXDWHG DQG LPSOHPHQWHG
IDFLOLW\ GDPDJH SURGXFWLRQ GRZQWLPH HQHUJ\ VKRYWDDPY DVXEH WHRQNISRUWDXWWRPHU VXSSO\ DQG GHYHORSPHQW IXQFWLRQV PDQDJH D
GHOD\V WKHUHE\ LPSDFWLQJ EXVLQHVV FRQWLQXLW\ ZH® ODGGYMULRIQ L H/GK HVQIG FOQRLMEBH QHWZRUN VXSSRUWHG E\ D VWUXFWXUHG DQG
UHODWHG ULVN IDFWRUV PD\ LQIOXHQFH SURGXFW TXPRORWELDOQ® H®D UIKWREDHR WHQMRPIMAM\DQG ORFDO VDOHY DQG RSHUDWLRQV SODQQLQJ SURF
DOWHULQJ WKH ULVN SURILOH DQG UHTXLULQJ DGDSWHGFRPWUHKWQRQYRHDWWOUHPDODPIHBBAQW V\VWHP VXSSRUWHG E\ WDUJHWHG EXVLQHVV
WKHVH ULVNV FRXOG OHDG WR LQFUHDVHG RSHUDWLREOP@WYR®DW\L SDWQ VK IHEWXIUARVEKWLOBGY FRQWLQXLW\ DQG UHFRYHU\ GXULQJ GLVUXSWLR
UHGXFHG UHVLOLHQFH DFURVV WKH YDOXH FKDLQ *OREDO VRXUFLQJ WHDPV FRQWLQXRXVO\ PRQLWRU NH\ ULVN LQGLFDWRUV LQFOXGLQJ
ZHDWKHU SDWWHUQV KDUYHVW FRQGLWLRQV DQG RWKHU FOLPDWH UHOHYDQW IDFWRUV
SURDFWLYHO\ PLWLJDWH SRWHQWLDO VXSSO\ VKRUWDJHV RU GLVUXSWLRQV DIIHFWLQJ U
PDWHULDOV HTXLSPHQW ORJLVWLFV DQG VHUYLFHV 6KRUW WHUP PLWLJDWLRQ
VWUDWHILHYVY LQFOXGH PDLQWDLQLQJ DGHTXDWH VDIHW\ VWRFN DQG OHYHUDJLQJ D
GLYHUVLILHG UHJLRQDO VXSSO\ EDVH /RQJ WHUP DGDSWDWLRQ PHDVXUHV LQYROYH
VWUDWHILF UHYLHZV RI WKH *URXSOV VRXUFLQJ RSHUDWLRQV DQG VXSSO\ FKDLQ
IRRWSULQW



%$55< &$//(%B8 7 22O R POC LQYLURGRUSNDOWR 6 WD N KR OGH QD ELTAUWIHRSOW . W7 mImSM)  *5, SHSRUBROLFLHV
Pdx Whrjr Whrj Idrbghoshnm Rhshf shnmORd rtqdr JXL R sdgh k Ynohb

i 1JeWAZWjJeWU ezJm{_ + om ZKH{*MRXSOV VWUDWHJILF DQG RSHUDWLRQDO REMHFWL$NV SIDWHVL @ F UMDW LEQURD /KD SHWBLEDWH UHVLOLHQFH VWU KHUR X8Q G L Q NWN WKMQ CRIGI® R DD J
zW]€jJeoz” z_{i{ ImU €EmSWz+JFRPSWKH[ DQG HYROYLQJ FOLPDWH UHODWHG UHJXODWRSSUBRDERVPERSHL Q8 YKH 5RWDWQRVLWKH WUDQVLWLRQ WRZPDWHUDRZ AMREERY BERGRWO\ WR
VXUURXQGLQJ FXUUHQW DQG HPHUJLQJ UHJXODWLRQV WIHUWULRXS DKDOA GO YIHOHRBWH & XFKLIBW =HUR VWUDWHJ\ WKIWN YMWUWDQIWKHQV UHVLOLHQFH
FOLPDWH FKDQJH PLWLJDWLRQ FDUERQ HPLVVLRQVDFURHI RWAWN WDWXHR FKDLQ DIKEY VWUDWHJI\ LV EXLOW RQ FOHDIWG RMQGVHYRUBRPPLWPHQW
VXSSO\ FKDLQ WUDFHDELOLW\ SRVH VLJOQLILFDQW UWWRNW B\ERX MK HHPURXSRYVDELODWURWY DOO VFRSHVY DQG HDLRGUNWYUVOWD O XV HFBRYG/ WHPV
PDLQWDLQ FRPSOLDQW RSHUDWLRQV VHFXUH VXVWDRIOUDLEXD WKRM}UBHQ@DWBGGLPEBHHEWY ZKLFK DUH SDUWLFXODVRS SJ\ORHKYIDLAWWW R FRHODLEPLDON. AV \U H |
VWDNHKROGHU H[SHFWDWLRQV 7KHVH ULVNV DUH DPSGK\WHGE DX UURKNVOUQGHPIRDGRURILQ FRXQWULHYV ([HFXWLRQ RI WKH VWUDWHJ\ LV PHDVXUH
HQYLURQPHQWDO DFFRXQWDELOLW\ IURP UHJXODWRUV DQGY HWWRUW HBX X WRPIH V¥ L HD@QFEH FELDAMLKG PHWKRGRORJLHY YDOLGDWHG E\ LQGHSHQGHQW
VRFLHW\ HVSHFLDOO\ LQ UHODWLRQ WR JRYHUQDQFH ~NOWWPIDWHHIV U D PYK RADNI/D JHEPWQWL QD FAJHGLELOLW\ DQG FRQVLVWHQF\ LQ WUDFNLQJ SURJUH\
FOLPDWH UHODWHG GLVFORVXUHV ,QFRQVLVWHQW LPSDBBHPWDPMWLR] FQGPHWRUBHPMYW7RH DSSURDFK LV FRPSUHKHQVLYH DQG DFWLRQ
FOLPDWH UHJXODWLRQV DFURVV MXULVGLFWLRQV PD\ RUHDH® WRS UHGH QW WMLR@DD LIOPD VD QJH RI GHFDUERQL]DWLRQ OHYHUV DFURVV WKH YDOX
OHJDO H[SRVXUH DQG RSHUDWLRQDO GLVUXSWLRQV FERWMHQW.HOD\LXRGHWHP LOULRBRWKEJ DJURIRUHVWU\ DQG IRUHVW SURWHFWLRQ
*URXSOV SURJUHVV WRZDUG FOLPDWH UHVLOLHQFH DQGOHDN EQ U R @ RPSLS/OR HKWYQ WUDQVSDUHQF\ DQG WUDFHDELOLW)\ HQJDJLQJ VXSSOLHUYV
RQ HPLVVLRQV UHGXFWLRQ WUDQVLWLRQLQJ WR UHQHZDEOH HQHUJ\ DGRSWLQJ
ORZ FDUERQ WUDQVSRUW VROXWLRQV DQG LQQRYDWLQJ ORZ FDUERQ SURGXFW
RITHULQJV ,Q DGGLWLRQ WKH LPSOLFDWLRQV RI FDUERQ WD[DWLRQ DUH
UHIOHFWHG LQ WKH *URXS V FRVW SOXV SULFLQJ PRGHO DQG SURDFWLYHO\ PRQLWRUHG L
FROODERUDWLRQ ZLWK FXVWRPHUV SDUWLFXODUO\ LQ OLJKW RI SRWHQWLDO GHPDQ
LPSDFWV DULVLQJ IURP FRQVXPHU VSHQGLQJ FRQVWUDLQWYV
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Pdx Whrjr

20S_JjA JmU Jo..WzmJImSWAzWBH WWRXSGV DELOLW\ WR FRQVLVWHQWO\ GHOLYHU KLIKHTXDRXS® \KBRFRDD RQE VAKREEDPWHRRPPLWPHQW WR VXVKHD EQRXS 00 MO NN QW KIHG HROMIRZH§ J
z {i{ A toziWz{ m «"W ..JjEWSBRGXFWY UHOLHV RQ D VWDEOH DQG HWKLFDOO\ VRXBBMWGH WLXSE® OV RF LIPROF RDQBH DIRY DUQED QFH WRSLFV EDVHRDWRHULORXWEHLFAD W HWH BW DW \W R

JmU J\WWS+WU Soll€m_+ W{

...0j€e_om o\ S€{*0lWz IJmU
Som{€IWz UWIJmU

RWKHU DJULFXOWXUDO UDZ PDWHULDOV +RZHYHU VRPAPLDHV \DRHD WRS HUQ@PLGFOH VY H OID\WHHGHPHQWY RI WKH *URNBUN YXOWMDUWQDELOLW) VWUDWHJ\
ULVNV VXFK DV SRRU DJULFXOWXUDO SUDFWLFHV DQGD GG FOH QIRQUIP D Q WHi UUHWVHW GLHV FDUPHGQGJLQ PRUH GHWDLO LQ@RWKHU$YQLIX V& H6 R B DIX®! BKOEL Q
DPRQJ \RXQJHU JHQHUDWLRQV SRVH VLJQLILFDQW WKUONYWYRY®RHQRM@OWHASBFWREMERQW ¢ 7KH *URXS LV FRP FLWFMG GV R RFRPQ\P L QX RIXV O\
VWDELOLW\ DQG SURGXFW TXDOLW\ 7KHVH FKDOOHQJHW SURY IOIU YIRE L 050 IDYHD JRY 8 UBDMHFGE VSHFLILF RYHUVLJIKWX S SVQNXFRDUOH W UADRE HDCEDL D@ MV \W K
DFFHVV WR UHVRXUFHV LQDGHTXDWH WUDLQLQJ DQG DXOWKM R |GHYFHHIRSPHOW RHREWYQIAXH GLOLIJHQFH SURFHVVHV DQG VXSSO\ FKDLQ
ORZ IDUPHU SURGXFWLYLW\ DQG LQVXIILFLHQW OLYHOMKRRFEHDEEGPW\ V\VWAPNYGGLWLRROLVWLF FRPPXQLW\ EDVHG SURJUDPV IRFXVHG RQ
KXPDQ ULJKWV YLRODWLRQYV LOQFOXGLQJ IRUFHG D@RR K L®IG HIDARUFDLWLRBUWBEGYVY WR HGXFDWLRQ DQG FKLOG SURWHFWLRQ DQG
UHJLRQV H[SRVH WKH *URXS WR UHSXWDWLRQDO GDPDJH|HFNDOHOWBER O WWQH VI UD®E ZIR ONRW V o $ GHGLFDWHG (6* IXQFWLRQ RYHUVHHV
RI FRQVXPHU WUXVW 7KHVH ULVNV DUH IXUWKHU LQWHRRALGLLH® VEM W LIVQ G JDOWDNH PROGHWOHYDQW (6* DFWLYLWLHY WR DFKLHYH WKHVH REMHFW
H[SHFWDWLRQV DURXQG VRFLDO DFFRXQWDELOLW)\ UH¥SHROY LEOIH MIRXWHVY QD U I QOEF WREK®W SURPRWHG LQ WKH *URXSOV LQWHUDFWLRQV ZLWK
GXH GLOLJHQFH 7KH HYROYLQJ UHJXODWRU\ ODQGVF D S\HX SSSIOUW UR/X D Q G OR XWAIPRIGULY) D §BESBOM HPEHGGHG LQ FRQWUDFWXDO UHODWLRQVKLSYV ZLW
FKDLQ WUDFHDELOLW)\ DQG ODERU ULJKWV FRPSOLDKWFH VWD N HIGRO/GHYVYWKNUWKHU VWDNHKROGHU DVVXUDQFH LV REWDLQHG WKURXJK
FRPSOH[LW\ DQG XQFHUWDLQW\ ,QDGHTXDWH LPSOHPHQWBWQBQ RDWHQURUB A BHIMXGIRWY ,WV SURJUHVV LV UHIOHFWHG LQ VHYHUDO UHQRZQHG (
WKHVH HPHUJLQJ UHJXODWRU\ UHTXLUHPHQWY FRXSBUIRHPDBQRPMREHRGHUIDNVUINRQ DQ@G DVVHVVPHQWY 'HGLFDWHG WHDPV SURDFWLYHO\
GLVUXSWLRQV OLWLJDWLRQ DQG QHJDWLYH EUDQG SHBRBSWRRQWKH HYROYLQJ UHJXODWRU\ ODQGVFDSH WR HQVXUH FRPSOLDQFH ZLWK
HPHUJLQJ UHTXLUHPHQWY DV WKH\ GHYHORS

5DSLGO\ HYROYLQJ WUHQGYV DPRQJ FXVWRPHUV VXFK DVURRG PD@XODVMYX EN UWKHKHURXSOV PDUNHWLQJ DQG EBXVWRPHU LQVIQ&W WHREVXPHU
DUWLVDQV DQG FRQVXPHUV KDYH WKH SRWHQWLDO WR/ )GIYRXEWGP EUNHW \VGA QO@EWVY. ROQDXD FRPPHUFLDO DQG RSQOWRLWHRQD/ODWHDPRSEZRWHMIGQ E\ (
LPSDFW WKH *URXSOV IXWXUH JURZWK 6RFLHWDO VKLPDRVHQY IZURKP FRWWDRPARYFHHDULE®V WR LGHQWLI\ PDUNHRSBWIB B HD® UM R SIVF VE RMAR HLRWV K M/Q M §
WHFKQRORJLFDO DGYDQFHPHQWVY GLHWDU\ SUHIHUHQF®E® QSBDWWYHRDOWGHYHORSPHQWNIH 7KH *URXS FRQWEQRRX \VER HM QIRWNV M [ § Q LFFR §/\DX PHHUW
UHJXODWRU\ FKDQJHV DQG HFRQRPLF G\QDPLFV VKDB3®G EFRWK RPHWERMHDDRI GDWD DQDO\WLFV 5' DQGIRSHUDWERQDPRUFHIDDLVDILRQ HVL Q V
FRQVXPHU KDELWV 7KHVH IDFWRUV FROOHFWLYHO\ SDUWXRRQPHZISOEB I MWHRFWXUBGQGGSURFHVYVY HQDEOLQJ WERHVEERMRBSPHGWZRY HFXVWRWHUGF
EHKDYLRUV GULYLQJ FKDQJHV LQ PDUNHW GHPDQG D RF XWX NVRIOXWLRQGQXRWHILIHYIVS$SVXFK DV QHZ SURGXFW \D FINQKRZQMHGE H- D SDWKGILWLHD GR QB8 F
GHHS XQGHUVWDQGLQJ RI WKHVH IRUFHV LV FUXFLDOH|RDQD W LEGLSWWILEXNWYRIQVFKDIMMAHOV WKDW SURDFWLYBOVRREOWH\RY HEHROZHDQ (W HRDGWH I
DGDSWLQJ HIIHFWLYHO\ WR HYROYLQJ FXVWRPHU D QG KRV QR HWH MBI \& D W Q/NHULDNQ J WRSLFV DQG FXVWRPHU DQG FRQV:
VXVWDLQHG JURZWK DQG FRQWLQXHG PDUNHW UHOHYDQFH VHQWLPHQWYV
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Pdx Whrjr

PSDFW 5HSRUW

QXDO 6RFLDO DQG (\QYLURCQIﬁ"n‘“n"

WWHUYWR 6 WDN HKRO®HODELIXNIWIHRSOH .. WzmJImSTR)' *5, BHSRUBROLFLHV

Whrj Idrbghoshnm Rhshf shnmORd rtqdr JXL R sdgh k Ynohb

€{ MW{{ ezIJm{\ozlJe _om

7KH WLPHO\ FRPPHQFHPHQW DQG VXFFHVVIXO LPSOHRHDWDMWREBQE XR/ILEXWL QHYIVQVIRUPDWLRQ LQLWLDWLYHW KH HUSRXISR OL'W NM & KOH) GRR ORIV BB
WUDQVIRUPDWLRQ LQLWLDWLYHV DUH FULWLFDO L®HSXBDWHE WXWLDWMYLFURBDMHEWLDAWLVYRQ DQG 6W UDWHPD WHLR\D OZ WIRFKL PV HS IEDRIFWYXOQ OV R
DYRLGLQJ GLVUXSWLRQV HQKDQFLQJ DJLOLW\ DQG D/GIIDSWFMWHMIG VER W K R OXULRXIS R/D UMRW 7KH *URXS DVVLJQV WISHFSROD|BIGEG WHDPV ZLWK
FROQGLWLRQV ,QHIIHFWLYH SURMHFW SRUWIROLR PDPODJHRADRQYW DHJSHWH[HERWLRBQRILFLHQF\ DQG FDSDELOLW\OWFR WD @RGHHABBKR\ VSHFLILF
LOVXIILFLHQW GXH GLOLJHQFH LQDFFXUDWH DVVXPSWDRQWD HWDV WHKIHD EXNRIUPHWYL BQ BQ R R HFW 7KHVH WHDPV ELRREDLFNMUYH BN IRO® RIE PD\WMHVP V
LODGHTXDWH DFTXLVLWLRQ DQG GLYHVWPHQW SURFHVWHFKQRORID IDHD R WKRH X QWJHRAEDEOB G ZRUN LQ FORVH FRARUDEHRWYDMWL RE H YU R XN FRBDLRQ
RXWFRPHV ,QYHVWLQJ LQ WHFKQRORJ\ WKDW LV QR @RI HIH FIRRPGEHMHW HYESMHWRU HDBHGBQDO DGYLVRUV DQG WK IHERMHSI VFRAERQISWEEBKMDUO\
EHFRPHV REVROHWH PD\ IXUWKHU LPSHGH WKH VXFFHVWHXO HGH SURERY W IIEXVWE&RHVHWYDOXDWLRQ H[HFXWLRQ D/XG SIOQ WK DWU QW RDF HRD ER D MK U
WUDQVIRUPDWLRQ 7KHVH IDFWRUV KDYH WKH SRWEQM QBY YV WARUDWHINRORDWIQRQIVQLY HPSOR\HG 7R HIIHFWLYHO\ PDQDJH WDOHQW DQG
XQGHUSHUIRUPLQJ EXVLQHVV GLPLQLVKHG EHQHILWV ZRUNKRUKHU WHKWROQWQWRQFLBSPMWHRNLYHY DQG DVVRFLDWHG ULVNV GXULQJ PDMRU
FRVWYV WUDQVIRUPDWLRQ SURMHFWVY WKH *URXS OHYHUDJHV WRROV VXFK DV FRQVLVWHQW DQ
WUDQVSDUHQW FRPPXQLFDWLRQ ZLWK HPSOR\HHV DQG VWDNHKROGHUV VWUXFWXUHG
HPSOR\HH VXUYH\V GHVLJQHG WR JHQHUDWH DFWLRQDEOH LQVLJKWV DQG FXVWRPL]HG
LOFHQWLYH SURJUDPV 7KH SHUIRUPDQFH RI PDMRU WUDQVIRUPDWLRQDO SURMHFWV LV
SHULRGLFDOO\ UHYLHZHG DJDLQVW WKHLU JRDOV $ VLPLODU SURFHVV LV HPSOR\HG IRU W
H[HFXWLRQ RI PDMRU DFTXLVLWLRQV DQG GLYHVWLWXUHYV

feWzmJj woj_+ SJj JmU WSom@QFEUWDLQ SROLWLFDO DQG HFRQRPLF FRQGLWLRQV/ KNKDRXS FESHWBKWHVQIFQYHERWIQGHYHORSHG DQG HPHUJIMULRXVNHWY PDVONUDLIDD. Q WR SLF

Wm.. zomIWme

FRPSOH[LW\ RI D PXOWLSRODU ZRUOG FKDUDFWHUL]HZH@E0 GKYHUNVNQILHGREROWSRZHR DFURVV YDULRXV PDURRQ@VWISURENFWV KLQ&OKFXWW R@ HIWU
G\QDPLFV JURZLQJ UHJLRQDO LQIOXHQFH DQG IUDJPHYWHGIQOWOLDB¥FHYDPIDQIJUHWXLUBREDO RSHUDWLRQV DQI®XIQUEIRVYIDRYLRRY QRMAIX® UNW JLVRIQH C
WKH *URXS WR UHDVVHVV NH\ ORQJ WHUP DVVXPSWLRURXXQEGHHO\QGR VLMWV ROREDMR VZLIWO\ UHVSRQG WR RXORERPHUSRORIQED D Q B (B3 R HIFRHD
VWUDWHI\ DQG RSHUDWLQJ PRGHO ORUHRYHU VXGGHMH[PPDMHRURBSWLPHYHGYXROXWLRQV WKDW DGDSW WR HYROLEDUDMILRNOHYW BRGG L WILIRRHZ R Y
SDQGHPLFV UHJLRQDO EODFNRXWV DUPHG FRQIOLFWNRQOMHOQXRYNVOW BROGIDFRYLQIQDWEEBEDO SROLWLFDO D@®RZHIYAHRODRPLEH GHINRXSBR SERIDW VQ R \
GLVDVWHUV WUDGH SROLFLHV DQG HPEDUJRV ILQDQSDD® LFXIOMHVO\KLH UHQLRMWLRQ KRIUIJKWHQHG XQFHUWBLROLFLWRM *HRWPD EDQWKF L DD W KB\
HFRQRPLF GHSUHVVLRQV FRXOG VHYHUHO\ GLVUXSW SFOVUHGWLD ORSAHQ VURRW DQXESBONHY LQIRUPHG GHFLVLIFRMW RAOWKRD WERX\SUHBSWKHU 7KHFR.
FKDLQV DQG DFFHVV WR FULWLFDO UDZ PDWHULDOV 7FKRXBUONKDDOGHSWHDE®D\| GRYDBQWPWLRQ DQG UREXVIW VVMWUDAMHIRQQ ERWHGHMWWY DV S
UHGXFHG GHPDQG IRU FRFRD DQG FKRFRODWH SURGXFWWRQ VFRUPOIWAHL RE \DDIEF QOWVXWRPDQDIJHPHQW SURFHVVHWKIQD EOWFOWRWKRHDGGUHVYV ERWK
H[SDQVLRQ QHFHVVLWDWH DGMXVWPHQWY WR WKH *URXISRSRIRRWMSUXOSO\DRGGQBHPWOGHUKRFNY DV ZHOO DV VWUXFWXUDO VKLIWV LQ WKH
DIIHFW ILQDQFLDO SHUIRUPDQFH )DLOXUH WR DGDSWRIUIWWNPDONRQWKHFNRIQRFROYAMIGVFDSH 7R IXUWKHU HQKDQFH UREXVWQHVV DJDLQVW
FROGLWLRQV FRXOG FRPSURPLVH WKH *URXSaOV VWUDWXQLR URENHHRWHMHVUDQG BRBQWNHEP\RQG WKH *URXS V FRQWURO WKH &XVWRPHU 6XSSO\
VXVWDLQDELOLW\ 1RQHWKHOHVV WKH *URXS FRXOG D ®WOR | LKDYGH DRFEPW R VR S8R DV FRQWILHEVHUY D ZLGH UDQJH RI H[WHUQDO IDFWRUV ZKHOQ
UHJLRQV H[SHULHQFLQJ HFRQRPLF H[SDQVLRQ DQG WKURXNKQIHXY WWDWGHIDBUBHFHQMWRQYV DERXW WKH *URXS V RSHUDWLRQDO IRRWSULQW WR
SRVLWLRQLQJ LWVHOI WR EHQHILW IURP WKHVH GHYHORSPSH@®WM UHVLOLHQFH ZKLOH WKH WUHDVXU\ GHSDUWPHQW FDUHIXOO\ PDQDJHV FDSDFLW
DFURVV PXOWLSOH IXQGLQJ VRXUFHV WR PDLQWDLQ ILQDQFLDO VWDELOLW\ DQG VHFXU
DFFHVV WR OLTXLGLW\ LQ WKH IDFH Rl VXFK HYHQWYV
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Pdx Whrjr Whrj Idrbghoshnm Rhshf shnmORd rtqdr JXL R sdgh k Ynohb

lom]AeWzl 0€<{0€2zS m] J]zWWIWH *{URXS KDV HQWHUHG LQWR D QXPEHU RI LPSRUWDGEW ORRXNSWKDY RBRXMMKOUFGQYHUVLILHG JOREDO FXVWRKRHUURXSHUHHBUMVHY WLIQH IDQKH L
DJUHHPHQWY ZLWK FXVWRPHUV )DLOXUH WR UHQHZ HKOHIIDO WKH PRI FRDWPPQ@ R PFHGYWR @R G ODUJH FXVWRPHUVLQWHUFRQQHFWHGQHVY EHWZHHQ
ORQJ WHUP RXWVRXUFLQJ DJUHHPHQWY IDLOXUH WR H@RWHUOREWR QHLZUDIWHHRFH EWYWRPHUY WKH *URXS KBWYWHNMWDEOWRSHEY ORQG WWIYP FXV
IDLOXUH WR QHJRWLDWH WHUPV WKDW DUH DWWUDFWLRWNVRXYE LD YHI DHRPWE WM ORYPRIDEWI PXWXDO FRRSHUYDWKRQ SOBEBMVWLEB R v WHAKKIRXAE K

RQ RSHUDWLRQDO UHVXOWYV IRU TXDOLW\ TXDQWLW\ FRPPLWPHQWY SULFLQJ VHUOYRKS OGRNMMOQRW (ORYDRMVWRD BYOE
HWKLFV D GLUHFW FRUUHODWLRQ LQ

JRU WKHVH FXVWRPHUV WKH *URXS KDV DSSRLQWHG GHAWHPRYEUHD W wWRDMWRBAY HB RV
DQG PDLQWDLQ D FORVH UHODWLRQVKLS LQ RUGHU WWXEVYWWBRWEDWR WKQ WRPYIH Q il GV
SURIHVVLRQDOO\ DQG SURPSWO\ DQG WR SURYLGH KL WYL WU YW EXNWRPKDW DUH
PXWXDOO\ EHQHILFLDO IRU DOO VWDNHKROGHUV FRQFHUQHG 7KHVH FXVWRPHU
UHODWLRQVKLS PDQDJHPHQW WHDPV KDYH H[SHUWLVH LQ FXVWRPHU VHUYLFH DQG
LQQRYDWLRQ DV ZHOO DV LQ FRPPHUFLDO DQG SULFLQJ PDWWHUYV

5JjWme JmU tozi\ozSW IJmJ]WDL®XUH WR DWWUDFW UHWDLQ DQG GHYHORS D WDO®GWHE | IZRRUIMNIIRUPB GH WIR XBWXWHKW GLYHUVH DQG LQBDMVRXM Z&U W HQNUUBQ PW R B/L RAK [P
FDSDELOLWLHY DQG VNLOOV FRXOG LPSDFW WKH *URXSIV DEXSSORWW WR DIFKKHRSWLRPD & VBUBRWHMVYAY DQG SROLFLBAVOWHRQBEWWWR AW * WRDOH FW H BSHY R\
REMHFWLYHV 7LJKW DQG FRPSHWLWLYH ODERU PDUNHWMZDFEGHDG G DWHEDEQ VK DIOH@W ZNMWKO WKH ULJKW FDSPEDQIGW DHVS DRER VINK DRY MPIE KDY
UHTXLUHPHQWY QHZ ZD\V Rl ZRUNLQJ DQG GHPRJUDSKDF KRLW YWHH FKIQRR ORI RDFDIY WKW UDDW HJILF REMHFWLYHV 7K RWR R 8 LDRS O/R\ \D | MKFFW HMWWY. RZGR U N |
RU RWKHU IDFWRUV FRXOG OHDG WR D VKRUWDJH RI VNIODMHGE @D EVR D ORHDQ W DIDHYQWM Z\Q VHENPWHBWLRQ EHQFKPIDE NRUL HYRRU WKMGVXKEROWFRKBU®
UHJLRQV DQG IXQFWLRQV 6XVWDLQHG VKRUWDJHV DQ® FHXPW EDH 156 DV XU QRNHQ LODIWHMG OHDGHUVKLS GHY HONRKSH HOWR 88 R BIRIHPAN QRWZ HB 5 DN VW
FRXOG IXUWKHU LPSDFW WKH *URXS V FRVWY DQG RSHUWWRR Y DWORUWOIDEUWLIMQG PHDVXUH WKH VXFFHVV Rl DOBVWIOHEDH \SKJ R FGIVIWVHFMW TR HBRYOSN

VWUDWHJ\ IRU 'LYHUVLW\ ,QFOXVLRQ LV GHVFULEHGWKQVPRUWFGRWOLHD LW DWNQRZRUY C
3HRSOHp VHFWLRQ RI WKH $QQXDO 6RFLDO DQG (QY LUDKKMRHH@WD I0Q WPHSLDAFRN) GHIBWR H &/Q H V \
)XUWKHU WKH *URXS FRQWLQXRXVO\ LQYHVWYV LQ EXVLQHVV SURFHVV WHFKQRORJ\ DQG
DXWRPDWLRQ WR PDNH ZRUN PRUH SURGXFWLYH FROODERUDWLYH DQG UHZDUGLQJ IRU
LWV HPSOR\HHYV
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ooU {J\We"| y€Jj_* N zW]€jJd4RGXFWV WKDW IDLO WR PHHW HVWDEOLVKHG VWDQGDAKGYV TRDOIRRG PMDQBWHP AR SWRJIJDQBY DQG V\VWHPV RIZTKHKH X¥XDAXW\ HDEE PECRG/ VDIHW\ U
UHJXODWRU\ FRPSOLDQFH SRVH VLJQLILFDQW ULVNV W HRQVKPRVWY | XXRMWLRPHLY WHMSRQVLELOLWLHYV UREXO\DW GW\WD & DRIG W K H Xt GRYOS. QR-DA  ET
WKH *URXS 6XFK QRQ FRPSOLDQW SURGXFWV PD\ UHVXGWRFHGSXWH¥FDDKKDUWR RS VYVCHIYHOWLYH TXDOLW\ SURJULRP IO IF @ DMGE EX ROOWAL\R N § K(B © PHDGV H |
WR FRQVXPHUV DV ZHOO DV EXVLQHVV GLVUXSWLRQV ODOGDHGERBIED/HWH\SURDBXERXQLIELSDHAMNY LQFOXGLQJ WWRSAFVLHQHPHVYDWBWLQDQBGMX V)
FODLPV DQG UHFDOOV $GGLWLRQDOO\ WKH *URXS V UHSXWBWHRYVPODEWMRDE GHWYHO\ DQG WHVWLQJ SURFHWRHY WXWHW KHUPRXSH VD ST R DODRV\
DIIHFWHG SRWHQWLDOO\ OHDGLQJ WR UHYHQXH ORVV SUR® FONGH F COL FKX QG XRBIURHW X\DIOOWH DQG IRRG VDIHW\PHGIRIPWIG E\ WXHNV HPRXS WQG
7KHUH LV DOVR D SRVVLELOLW\ RI DFFLGHQWDO RU P D[MEFRVRIXYHFRRWHDIPLOWBEWLRY RHIIHFANLYHO\ LPSOHPHQW G RWHKGRYHKRXW $\@KMHK RKQW LUHWK L
PDWHULDOV RU ILQLVKHG SURGXFWV DW YDULRXV VWDRHYDRILMWKH RMXNSFOHBGKRUE WKLWKDOO HPSOR\HHV PDLQGIDAFRYD R VAXLUHG V IG\R HRM ] HURRWG H HH B @ vV
IXUWKHU DPSOLILHV WKH ULVN )XUWKHUPRUH SURGXBW HMHOHIFRW\H P@H GR BERF HOVHIRMR PDQDJLQJ LVVXHV LV LIQVSMDERH VK HDX G DWIOK W YDRIUXDH/DOHDGY
KXPDQ HUURU HTXLSPHQW PDOIXQFWLRQ RU RWKHU FRIDO VERWOQ W HF WRUNMQVXUH SURPSW DQG DSSURSULDWBBRWXISV SIRHOPRH Q Q] FAVK HWHKHH QWD R LDH

IRRG VDIHW\ TXDOLW\ RU UHJXODWRU\ LQFLGHQW LOQOWHUFRQQHFWHGQHVV EHWZHHQ
IDFWRUYV

&wWzJe om{ JmU {€wwj" SAJ_mMKH *URXSOV RSHUDWLRQV DQG VXSSO\ FKDLQ QHWZRUN KR XOUR KSEAN GULRXNXBSMWLRQFXNMRPHU VXSSO\ DQG GHYKBRBRHQMN\GEOSBUWRHQWDIHW\ U
0e"Wz +AJm Sj 1JsWAzWjJ*WUDzZ{iGH UDQJH RI DFXWH DQG FKURQLF FOLPDWH UHO DWRHIE BEMV DF Z 8 0uL \GNLY HDUN B ILLHHYGL XV OH[LEOH RSHUDWLRQQ QHWBRUR| WSS RWRKS BPD\D E
GHVFULEHG EXW WKHUH DUH DOVR ULVNV IURP YDULRXW URVFMKW VR XOUFG VF RWG IOQDWHG WRREDO UHJLRQDO LDQ)Q O XOIRFBHG ED OBV LIRXE RS HRIDWVHL L
FOLPDWH FKDQJH VXFK DV QDWXUDO GLVDVWHUV SQBQQLQIKBURPHWY $CERPBUHKHQVLYH LVVXH PDQDJHPRSLEVV\\QMFEPR VML WRWSEQDFBGMX V)
RXWEUHDNV DIIHFWLQJ KXPDQV RU FURSV SROLWLVROSRWNVNM®EEDLWD UNDAEHRGY DEXVLQHVY FRQWLQXLW\ SVRDQV WKWHR HOVRXS VEXVIRBOYW\
ZRUNIRUFH GLVUXSWLRQV DQG RWKHU IDFWRUV WKDW PRDQVWKLQGHW\ \BRIE UHPRSY M UD ELOULMQJ WLPHY Rl GLVUXSWPRQDIBRHQ® VR FMWHPPQG DRFS O
WR SURGXFH DQG GHOLYHU SURGXFWV WR FXVWRPHUV FKDDG GLMILRQ FROQWHQYERIWQGPROLWWRU NH\ ULVN LQGLSDRRUMXULKFOXGSQWEBRERO VX\SI
ZLWK ULVN IDFWRUV UHODWHG WR JHRSROLWLFDO RU JHRBIFR GRPIGL WK RIQW KQ UNOHRED R XWWRPHHY SROLWLFDO GLVRYR \DXQUH R WERHN U HDRW D QHY SIDILE
IORZV DQG HYROYLQJ UHJXODWRU\ FKDQJHV FRXOG IXUWRHYURQEWUPHOM RLKWHL UHWW HOSR@HIQWLDO VXSSO\ VKR UHWIIHEO RUWK GO VERIXSHFIWR AR DU HHJFDWL
RI WKH *URXS0OV JOREDO RSHUDWLRQV DQG VXSSO\ FKDIWDDHWAMHLUNDOV PDFKLQHU\ HTXLSPHQW LQGLUHFW PDWRMNIDOWFRRQLWNWLFWKBQ A @ KIDWDH
VHUYLFHVY 6KRUW WHUP PLWLJDWLRQ VWUDWHJILHV LDGE®KGHRDDHFWDIGERHMV EGRT2HDHDH
VDIHW\ VWRFN OHYHOV DQG OHYHUDJLQJ D GLYHUVLILH®BEUWRIURQDO VXSSO\ QHWZRUN ZKL
ORQJ WHUP DGDSWDWLRQ DQG UHVLOLHQFH PHDVXUHV LQYROYH VWUDWHJILF UHYLHZV RI W
*URXSOV VRXUFLQJ RSHUDWLRQV DQG VXSSO\ FKDLQ IRRWSULQW
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] _«Jj {WS€z_ " 7KH *URXS0OV EXVLQHVV SURFHVVHV LQFOXGLQJ LQWHUWDPFWRROWVV ZUWKW DXV VGRIBHWWPHQW LQ FRQMXQFWEZRB LMK DWKWWUEBMWHDIWIRRQVKH *

VXSSOLHUV DQG UHPRWH HPSOR\HHV UHO\ KHDYLO\ R QG WSXBIUW-PGILODVE L KIDW\ B D\8 DIEHOADMKIHG! RRPSUHKHQVLYH HG® MR HQ G UK\ELDD/ HIFRQH WA\Q UILDVANL O
LWV LQIRUPDWLRQ DQG RSHUDWLRQV V\VWHPV &\EHUDRDWDENY HQDW JH VR IKZRR XY FULNWIHF DODPHZRUNY SURYLGWKH K FOGFIK\L\W IY Fl FDFHSGSW R IRAK R/RM H F W L
LQIRUPDWLRQ DQG RSHUDWLRQV WHFKQRORJ\ DVVHWW\BHUWHRQRMQ VED G HRUQ SRIVEGBDU JRYHUQDQFH DQG VIVRIDRAWH/I\Y Z K L RK W QEXOX.EHW D FB/R ¥ E
GDPDJH WR JOREDO GDWD FHQWHUV ZLGHVSUHDG QHWQ@RERYIIROFWHW RPU VIHDLRWKMDQDJIHPHQW DQG NH\ EXQERRPSDVWWQ N HKRWWHUV SHRUWD L
VLIQLILFDQW VHFXULW\ LQFLGHQWY FRXOG FRPSURPLVNDVKHXDYGL®WRELQIRXSRY EQMMUIRDW \ERVLQHVYV DSSOLFDWR RQNUDRRK VO RED WIDRVH/U LID O D & RS
WKHVH HVVHQWLDO WHFKQRORJ\ DVVHWYV 7KLV FRXOG SJHNKDQW LY HE XFVHL DX WHVQ WMBYV U XESWODRQWSOHPHQWHG 7KHYH WEED X GHVPGRDXQUFHH GG RH V
ORVV RI FRQILGHQWLDO GDWD GLUHFW ILQDQFLDO ORWHAKQLBDRG VDRMXMAMRSO/L DIHFHK IDWK QWHUQDO DZDUHQHNSORLFR SID\I Q \H VIVMDE GLEKU V IDF X WAL
GDWD SURWHFWLRQ ODZV RU RWKHU UHJXODWRU\ UHTXWUIDROQYY IRDMRO & \EPSQAR\HHOH@WYE VHOHFW FRQWUBRWRMWODWIKHYH PHIWXUHY DURXS
PD\ DOVR KDUP WKH *URXSOV UHSXWDWLRQ SRWHQWLDGRQWHQZDQOWRBHY ORAWGRDQBYHRXHRYHG ,Q WKH HYHDMN @R ZID HWVGE IV | L F QW L Q EIQKHHQW C
DQG PDUNHW VKDUH UREXVW LQFLGHQW UHVSRQVH DQG GLVDVWHU UHFROMMHUGRONQYERQVWLHSODHWZHBQG'L
SURFHGXUHV DUH LQ SODFH DQG DUH UHJXODUO\ XSGDDWH® $GEXEWDREBQBQDEOB WP L\ERW DGR
SODQ WR HQKDQFH LQIRUPDWLRQ DQG RSHUDWLRQVPDWHEFKD® Q&RJWRSHFXYULW\ LV
FRQVLVWHQWO\ GHYHORSHG DQG H[HFXWHG WR HQVXUH RQJRLQJ LPSURYHPHQW
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.Z2_SW ..0jJe_j_ " 0o\ zJT I J-WZ0D{YUNHW SULFHV IRU UDZ PDWHULDOV HQHUJ\ DQG RWRHKH IPQ88XWiIM AFARRBRGDW\ZHOONDYDQDJIJHPHQW SROLFLHM KWDHIH. WH DW KW D OFCR PPLR/GIL W\

JmU 0**"Wz mwe€e \JSe02z{

€mU_m] JmU j y€ U_ o~

WKH VWUXFWXUH RI WKH WHUPLQDO PDUNHWY FRXOG KHFIRYRULIHYI OOXUHH) AKH B OQHW KED*AUNRWRIEZDFN LQ DFFRUGDQBHLEHWKD QWK N ROHDOVMOVWOHE\ WAH W I I H
OLTXLGLW\ DQG RSHUDWLRQDO UHVXOWYV 7R PDQDJH LWWVDH[BRR/XN H WRRP WMWK KIN HPIDFFNVRW VV X\FKKH H[SRVXUHYVY DUH YWDQWRXWG ULWR IDRWRWWY LQFO:
*URXS XVHV GHULYDWLYH ILQDQFLDO LQVWUXPHQWNRQNAUDFWR UEZD/ULQ@ HWBK\VMLEPRPKWO\ WKH )RRG ODQXIDFWXUYHDWVWLRYMROBEWDWRNMED & RKLRELFV |
FRPPLWPHQWY J/LTXLGLW\ DQG RSHUDWLQJ UHVXOWYV PD¥FERXQWYFWHGCGWHKH.QEMRBWWYHRI WKH EXVLQHVV WKH "WRKXS PURXIDWGHGBRHWRHWLP STOBE®WLRL)\
KHGJLQJ VWUDWHILHVY RU E\ SRVLWLRQV WDNHQ )IXROWEKWUCRWHLQWHH. FHYRRISOWZ PDWHULDO DQG RWKHU LGBHRW UD FDV RBUW VY MFRAU FFRIKU B GFIRW MR ¢
SURILWDELOLW\ FDQ EH DIIHFWHG E\ LWV H[SRVXUH WRSWKHL®R OR/GIHIO. WA DRI RDKWHRRPEOLQHGFH H[SRVXUHV DULVLWAHOBRWXBERIQ WW DUFNF F/1.Q QIHXYI VWDKIHH
FRFRD UDWLR ZKLFK H[SUHVVHV WKH FRPELQHG VDOHWBGIHBVLRDFFRURGD @ KM WIHVJKDWIGH FRPPRGLW\ ULVN PDIQQOWHRIFQ WQAHIFRFLMRQUDPHZRUN
FRFRD SRZGHU LQ UHODWLRQ WR WKH FRFRD EHDQ SUIBRH FHHW$E RAHX WHKWH WRRXW KW WFRQWXW FRVW IDFWRUV DUH PDQDJHG WKURXJK LQGH[ EDVHG
SOXV SULFLQJ PRGHO YRODWLOLW\ LQ UDZ PDWHULDO SWUAHM PBI\FRBIQGYR\R FEDMOKCHOORXYPHQY 3URGXFW *URXS WKH *URXS DSSOLHV D SULFH
IXOO\ DQG WLPHO\ SDVVLQJ RQ FRVW LQFUHDVHV WR BXVWRFPHWUHO ZKHWHDHDQ RUIHVMVOOMWH® VDOHY DUH KHGJHG DQG SULFH OLVWY DUH DGDSWHG F
LQFUHDVHG GHPDQG YRODWLOLW\ DQG XQFHUWDLQW\ RD PBUXQQUGHBYHODVHY SDUWLFXODUO\

LQ SULFH VHQVLWLYH PDUNHWYV $GKHUHQFH WR WKH OLPLW IUDPHZRUN LV UHJXODUO\ PRQLWRUHG E\ H[SHUWV RQ ORFDO
UHJLRQDO DV ZHOO DV RQ JURXS OHYHO

,Q WKH &RFRD 3URGXFW *URXS WKH *URXS DWWHPSWV WR PLWLIJDWH WKH HIIHFWV RI
WKH YRODWLOLW\ Rl WKH FRPELQHG UDWLR E\ PHDQV RI D FHQWUDO PDQDJHPHQW
VIVWHP ZKLFK PRQLWRUV WKH SRVLWLRQV DQG H[SRVXUHV UHODWHG WR FRFRD SURGXFWV
JOREDOO\ WDNLQJ LQWR DFFRXQW ERWK LOQWHUQDO DQG H[WHUQDO GHPDQG

7KH *URXSQOV ILQDQFLDO ULVN PDQDJHPHQW IUDPHZRUN UHODWHG WR FRPPRGLWLHYV
IRUHLJQ FXUUHQFLHV LQWHUHVW UDWHV DQG OLTXLGLW\ LV GHVFULEHG LQ PRUH GHWD!
QRWH WR WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7KH *URXSOV RSHUDWLRQV DUH H[SRVHG WR OLTXLGLKH *UWURX\SH KIBVWHVWDDVED L VRKBIIBLDQUREXVW ILQDQFLDO U&VNGR QD JHWPHE@MQ JU D P HHZFDWDWNK D W L |
FXUUHQF\ DQG FUHGLW ULVNV 9RODWLOLW\ LQ UDZ PDWBUULIRYHYQIDFHVH DVOBUX K B/SKW\H F KTKIH) *URXSOV OLTXLGLMRQGWXFMMXUEG EDWHOOV DRHQFL
UHTXLUHPHQWY DIIHFW WKH *URXSGOV ZRUNLQJ FDSLWDOQUHBXEDUHFURXEBVZDRIE FPRYOQKWBRZQ®J DQG SODQQLQJ RI MORQGLWLWRRBEBUQBWHG ELFWKH D
DQG FRXOG UHVXOW LQ IXQGLQJ DQG OLTXLGLW\ LVVXUHRXS)DLGKQMW UDRLGHG IWHIKWDRROUNBHSDUWPHQW YRODWLOLW\ SHUWDLQLQJ WR L

SDUDPHWHUV LQFOXGLQJ FDVK IORZ FRXOG UHVXOW LQLRDERAQ@QIUDEHGRI DUKH FRIRKSBHE WKURXJK D FRPELODWURWYHM D®RGXDWRUHLHE Q L W FX UKL

FUHGLW UDWLQJ DQG UHVWULFW LWV DFFHVV WR ILODQFLW®X RIHENHWNEOH ILOQDQFLDO LQVWLWXWLRQV DQG VKRIUMKDRIE WRWH W HUMH diREWF WISV
PDUNHW SURGXFWV ,Q DGGLWLRQ WKH *URXS0OV WUHBXKRWLWXGHF\ WRHTXLWHW W KIDWWIRG
IRUHLJQ FXUUHQF\ H[SRVXUHV LQ D IORDWLQJ FXUUHQHQBERBERY VIR F HDO®V BV YLIDUALIRXN V We
UDWH ULVN H[SRVXUHV DUH KHGJHG LQ DFFRUGDQFRDWHWKD® KM RBEHGEEWHEO0 WK RKWK
IUDPHZRUN IURP WKH PRPHQW VXFK H[SRVXUHV DUH HOWRIUIHG RIIWRRWKH[SORKISW®\ DUW/
ILQDQFLDO ULVN PDQDJHPHQW IUDPHZRUN UHODWHG WR GLAHEGMWM QBRDY E O®WIXR G L W W K/L

GHVFULEHG LQ PRUH GHWDLO LQ QRWH WR WKH &R QVRIOLFEDRAWHKG H L Q b\W F LIDFAN @ W DAHHPHOA
LPSOLFLW LOWHUFRQQHFWHGQHVV
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7

Pdx Whrjr Whrj Idrbghoshnm Rhshf shnmORd rtqdr JXL R sdgh k Ynohb

IW]Jjj zW]€jJe0z” JmU Solwj JMKSHW*URXS LV VXEMHFW WR ERWK LQWHUQDWLRQDO DQGHGDRL\R A 0B OUEDIZRQ G IXQ® VOIRFPW DRQFWLRQDO PDQDJRKN *VURXSRO MWMHG/ BN KHE HR OD® Z]HE)
VWDQGDUGY LQ VXFK GLYHUVH DUHDV DV SURGXFWFRDSRWDWSHUKRKG@FMM RQDEHOA GJWHUQDO DGYLVRUV HQVWOMHERPSO WIRGHE IF VZ IGA K HDF/$@\L FDRE (
HQYLURQPHQW KHDOWK DQG VDIHW\ HPSOR\PHQW DDGDKXCPDBIJNODKWWRQY 7KH *URXS KDV UREXVW SROLBLNW SUORFHYVHY DQG FRQWUROV |
LOQWHOOHFWXDO SURSHUW\ ULJKWV DQWLWUXVW DQ®@QDFH. EKUW DK GJ HHARFYUDGW LIRH DWUDKBH *URXSGV /HIDO FORAPODWHD QG GRSIDUWPHQW
VDQFWLRQV GDWD SULYDF\ VXSSO\ FKDLQ WUDFHDELORWHUVHHVYX®EGLHUREZXHVCGEPMRIAQBAFH SURJUDP ZKLFK HQELREHLW HDIZDILWKHQDIYE RFRVKWWH PV
FOLPDWH DQG VRFLDO UHODWHG ODZV DQG UHJIJXODFPRPBQYDQFH ULVNWMRWSRUDWKHH *URXSOV FRPSOLDQFH VWRYGBUEVLQ7WKH &FOEHKHRFKDLQ
WUDQVDFWLRQV DQG WD[HV LQ WKH FRXQWULHV LQ ZKLERQLGNX RV H WIX\M HA/X SCB\O ZHIO & REHV WA ENRWKHU *URXS SROLFLKHNFWHVE RRRP XVEKHNOHVYDO DQG
H[FKDQJH OLVWLQJ DQG GLVFORVXUH UHJXODWLRQV HWXLBD®ROWDNQ@RDWXRYV FKID@HKPY LRU H[SHFWHG IURP DO/ XSR0 FRAKBINQ MQUD AHDEH W WE
UHJXODWRU\ HQYLURQPHQW )DLOXUH WR FRPSO\ ZMWKNBSROIGFHIEOH ODZV DQG
UHJXODWLRQV FRXOG H[SRVH WKH *URXS WR LQYHVWLJDWLRQV OLWLJDWLRQ
DGPLQLVWUDWLYH DQG RU FULPLQDO SURFHHGLQJV SRWHQWLDOO\ OHDGLQJ WR VLJQLILFDQW
FRVWV ILQHV DQG RU FULPLQDO VDQFWLRQV DJDLQVW WKH *URXS DQG RU LWV GLUHFWRUV
RIILFHUV DQG HPSOR\HHV ZLWK SRVVLEOH UHSXWDWLRQDO GDPDJH
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PSDFW 5HSRUW

GZXNSJIXX HTSIZHY

%DUU\ &DOOHEDXW LV FRPPLWWHG WR HQVXULQJIWMRKBOKL HEH\OWR \WW ¥ Q GIOH) @ RAH VV DU\ GRFXPHQW Dtk B! 4 § hRIZ Y RS B g Kdis h n m

LQWHJULW\ DQG HWKLFDO FRQGXFW :H H[SHFW DOOFKNWEDR\&GRRPWWWIRH/ DQG VLIQHG E\ WKH &KL HA(EREYBY oW LY EHUL DOG &RUHU XBRODILED 3ROLE\
UHVSRQVLEO\ GHPRQVWUDWH JRRG FRUSRUDWH RBUWLJHQVKRSHRDOBRESNHWHYVDYDLODEOH LQ QRGP BNV KR Co b PHED OOHEDXW LV GHDOLQJ ZLWK E
GHDOLQJYV DQG KRQRU RXU FRPSDQ\ YDOXHV L H\MHASORRHYVI REKX\Q WERR MRLIEO®KHP SOR\HHYV ZLV¥| SQQQ/XUH LQ LWV EXVLQHVV DFWLYLWLHY &RUUXSWLR
HOQWUHSUHQHXUVKLS WHDP VSLULW SDVVLRQ DRFNLYWHIRUWN &PDIOHOHEDXW HPDLO DFFRXQW UHFHLNH NG GLWERRRP NP ARV ERNY. Do GHYHORSPHQW ,V
FRPPLWPHQWY DUH VR RGRIXR/I IRR ®EMFWPSOHPHQWHKE &RGH RQ D UHJXODU EDVLV )XUWKHUPRUH HYHUNFRG WD YT pR oW s urRexFwLYLWY DQG xow
LQ RXU SROLFLHV DQG SURFHGXUHV ZKLFK GHVFEREHWNH RRBYREMDAWIAG WR DOO HPSORVHHV YLD, LQWBPEHYoRAPFRBRPPE JURZWK 7KH SXUSRVH RI WKL

v

ZRUNLQJ %DUU\ &DOOHEDXW KDV DO XB KRIRS WX SURFHWYV HHWRDFN RQ SRWHQWLDO VFHQDULRV,, BQG VW @B SbUU\ e DOOHEDXW DEWLYHO\ PDQDJ
YDOXHV &RGH RI &RQGXFW SROLFLHV DQG SURHWERRMNWHVE DELOLW\ WR DFW XSRQ YLRODWLRQVGRR MW I GRGHVRVERN WY LWK LOWHUQODWLRODO VWDO«
R

§RG AR
UHVSRQVLELOLW\ RI HDFK HPSOR\HH WR XSKROG LY\HKJI*@bJWQ b%OIil/y(rBK W\%HE‘%{WaRW OLPLWHG WR WKH 8
Ygd entmc shnm G qqx H kkda ts Hncd ne HnmgcqgsHPSOR\HHV DUH HQFRXUDJHG WR VHHN DGYLH PR EFN§ éJIR/VVl)_'&§§H\4/\V/VK‘HR@.V%ULEHU\ $SFW 8.%% DQC

7KH %DUU\ &DOOHEDXW &K @/H IR e RBEIE X E WY W U FRQFHUQV DW DQ\ WLPH ZLWK WKHLU PDQDJIHY 5 PERWIRGLHFEWKBY MXULVGLFWLRQV 7KLV 3ROLF
ODXQOFKHG Lo XSGDWHYV LO DOG *UR;([{S /GH%), &RPSOLDQFH WKH DQWL EULEHU\ PDQDJHPHQW V\VWHP E\ SURYLGLQ:
LW %DUUN &DOOHEDXW WKH JRYHUQDQFH RQyRRHEBOUY QDO BAREXWPHRYOR\HHY RQ WKH SURFHGXUH

VLQFH HYROYHG DQG LV UHJXODUOY DPHQGHG WR §R\AP R & JHid XL HTWRBWYRXY aRPSOLDQFH &RBRIVRWHE wWSRBS B LA QR k H[SRVXUH DQG LW RXWOLQH

VHWV IRUWK PDQGDWRU\ SULQFLSOHV DQG UHTXLUHRHQWY, [RU FAKRYLRGEPO G| Win aRPSOLDQFHU&RRE LW Bildhny 8 2RI RO G
LV FRPSOHPHQWHCO;‘- E\ RXU JOREDO DQG ORFDO SRQIFLHVR ANH RS oUW HU zKDW PHDVXUHV VUIbRXOG \ﬁﬂ@@WﬁWEﬁp%%R%PSD%LGDgEEFYHLSVSSXVHLE?;[ELX
DSSOLHV WR DOO %DUU\ &DOOHEDXW HPSOR\HHV, ZRUQG LI O QMR HBIFAPRYH e RPSoLDOFH P B.QRUHPAHIQYS & LNVAAR W |RU ULVNY UHODWHG WR FRUU

RXU PLQLPXP VWDQGDUGV UHIDUGLQJ EXVLQHVV FROGXEW, TKE ARG RIbo L 1oWLRO 6HFROGON WAy P 2 Y Y T o B O X s e WS R POy
GRREOXTW SURYLORY JxLEERI SULRFLSoHY IR CHHPL W SRV VEEbR FRY s oD oFH YLRODWLRQYHAKHpEKABYLDRAENULYVNY DUH GHILQHG DV IROORZV
RXWOLQHV WKH UHJXODWLRQV DQG FRPSDQ\ SROLELHY, WKDW T Q

D
F
S w,
VLWXDWLRQV ZLWKRXW H[FHSWLRQ ,Q DFFRUGDQ)?&V\;*UVA(ZV}(ImﬂﬁIQFXé_FQVPIgORFMN_' IROGRBQHIXQFWL&%%L%KIJ—'IEILIJUXSWLRQ EULEHU\ 5LVN RI SXEOLF EU

P8RV D0 &aRXOVHO +HDG *URXS &RP QLDQFH |
YDOXHV WKH &RGH RI §RQGXFW HPSRZHURXBYHU\RQH,ZLWKLO WY WR_IRUHLIQ SXEOLF RIILFLDOV GRQH ZL

P
W{XII_II-IU O $XGLW 7KH &RPSOLDQFH &REB I:{/VI_W
WR VHUYH DV DQ DPEDVVDGRU RI LQWHJULW\ ZLV\<N QMIBIELQU%&%H 8LDQFH DOG PHHWV IRXU WLPI_I?\I;\/gHbQ\HR[BJUUIIﬁ\MDd_Q EXVLQHVYV RU DQ DGYDQWDJH 1

Y;
R
UHVSRQVLELOLWLHV %DUU\ &DOOHEDXW HQFRXUDJHY N H-IARQE MR KOS bocLwiro WKH &kDLUPDOQER\VWRHVYRSSEECRIF EULEHUV LI GLVFRYHUHG DQG L

SUHYHQW GHWHFW DQG UHVSRQG WR DQ\ YLRODWELRQ RGN H @(%[55 FR' 5LVN 4XDOLW\ &RPSOLDQFRXYRPERY yWMhLHY PD\ UHVXOW LQ VHYHUH UHSXWDWL
SRQGXFW zKLFK VAWV WKH TUDPHZRUN TRU VXVWPLQREQ %% UO\ VL[ WLPHV SHU \HDU LQIRUPHIHBEWKWH SXEOLFLW\ DQG VLJIQLILFDQW ILQHV DQG
W

H
v Vv
([SHFWDWLRQV DQG SURFHGXUHV IRU UHSRUWLQ¢ZMRQIHHR P FE DOG FRPSOLDQFH DFWLYLWLHY YLRODWLRQ RI )&3$ RU 8. %ULEHU\ $FW ULVN SULF
VXVSHFWHG ZURQJIXO DFWV LQ YLRODWLRQ RI WKH &RGH DUH FRPPXQ HG

_n
o
=
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PSDFW 5HSRUW

HPHUJLQJ PDUNHWY LQ WKH DUHDV RI LPSRUW HhekHMWs ﬁévw\hlﬁfd/qdrs $ %DUU\ &DOOHEDXW HPSOR\HH PD\ QRW VLJQ DQ\ FRQV

HQWHULQJ QHZ PDUNHWV FRXQWULHV DQG OLRRRQYHVoSVHULkWWILROQV PD\ FUHDWH D FRQIOLFW %%V\/:ZH—HAGLWKERLP(?:\)VW@#@WVR@ EHKDOI RI %DUUL &DOOH
3XEOLF FRUUXSWLRQ EULEHU\ $Q\ RITHU RIppJh\V o FHEPAW BWERWKH LOWHUHVWYV RI D %555§'§850b?|§6<>%\?v HERE YRILRY D FORVHOL DVVRFLDWHG -
SD\PHQW DQ\WKLQJ RI YDOXH RU HYHQ LQYLWPMNLRRY | &R @k LYX\UHGWHRIWHO\ DITHFW WKH %o UV EBEBHEDXW I HF YR\ BRI PUCOHVV RIEEZKHWKHU WKDW
HYHQWYV WKDW PLJKW EH VHHQ DV LQIOXHQFLQG HSH®E AW IDFA® REMHFWLYH MXGJPHQW DQG clz—llD\éFE(S{\X/II_-II%IHUH ZLWK WKH
GHFLVLRQ PDNLQJ SURFHVV LV VWULFWO\ IRVELRBHEAHQQQG HIIHFWLYH SHUIRUPDQFH RI WKH HPSOR\HH V MRE
3ULYDWH FRUUXSWLRQ EULEHU\ WKURXJK NUHNVESRQW VEK®IPWYVHWR | KU PD\ MHRSDUGL]H %DUUWM®BDAOTHBDXWNMEXVLQHVYV
SURPLVHVY DQG JLIWV 5LVN WKDW HPSOR\HHNVQWHHHH WWVEDBRESHWRPSURPLVH WKH HPSOR\HH V GR\DPXOWKOEYWERQODBVFWRSD©® ZH QHHG WR EH DZDUH
WKURXJK NLENEDFN VFKHPHV ZLWK YDULRXV ¥RYd &PPPHARAWsOPPEBLDNY ZKR DUH HPSOR\RGUDW P QDO HWHR®E! XADGH VDQFWLRQV DUH SROLWLFD
DSSOLFDEOH WR SXUFKDVLQJ PDQDJHUV HQWLW\ RI WKW "WARKE DSSOLHVY WR WKH PHPEHUWRVWHKHFWRWUGGH 7UDGH VDQFWLRQV DUH SHQDOWLH)\
'LUHFWRUV RI %DUU\ &DOOHEDXW RQWR RWKHU FRXQWULHY RU SHUVRQV SULYDWH RUJD!
] ) ] ] ] 7R SUHYHQW FRQIOLFWV RI LQWHUHVW D %DUU\ &IWXDBBD X RUHVLSORD WH R/® B2 ® O MOHY Q DIWKLVRY DIDQ G R U
Hnlltmhb shnm "mc sq hmhmt "ants msh!bnqdtgsRIB po\ RXWVLGH DFWLYLWLHV WKDW PD\ DG YIKQ\GHDPHRDIWDFOV GHFREBDWLF SULQFLSOHYV 7UDGH VDQF)
onkhbhdr "mc ognbdctqdr LOGHSHQGHQW DQG REMHFWLYH MXGJPHQW LQWIDUHUH ZOWKEDWWRHEXYQGHVY RSHUDWLRQV E\ SODFL
/LNH DOO SROLFLHV ZH FRPPXQLFDWH %DUU\ &DAQAQHEWXWH VS HORRDPDEIWLRI KLV KHU MRE FRQIOFRWWUW® \WRQ WKH ORVHEPX®WRI JRRGV VHUYLFHV DQ
WULEHUN DQG &RUUXSWLRQ 3ROLF\ WR DOO HPSORXNHY HA\RWOGWHEH VWHIDQYGORIY ¥RPSURPLVH KLV #HAH QRUD QWO FHERQOFMFVR BV FDQ DOVR DSSO\ WR VSHF
RI WKHLU ORFDWLRQ RU MRE OHYHO DQG LW LV WWHQHEWWL RQ WKH FRPSDQ\aV RUJDQL]DWLRQV OHJDO HQWLWLHYVY RU QDWXUDO SHUYV
LQWUDQHW %DVLF FRPSOLDQFH WUDLQLQJ RQ Wit XP\CHLYCTBHEBB XKW HPQBR\RIHY PXVW GLVFORVH DQWLWYROQYHPGH QWGRYLGXDOV LW LV LPSRUWDQW WKD
&RQGXFW PDQGDWRU\N IRU DOO SHUPDQHQW HPS@RWIFHVHBYEN BUHKUW MWHEIRI UHODWHG SDUWLHV 7 KLY SIUGRIBSUN. G MAH VIKRIOUHIKIROG WORIERP SO\ ZLWK VDQFWLRQV
\HDUV LQFOXGHV VHFWLRQV RQ EULEHU\ DQG FRpHXSWHRIDDQGWEKUAWKREROVKLS DGGLWLRQDOHNRSOBRWHRWOWLWLHY DQG ,QGLYLGXDOV &RQVHTXHOQ
KDQGOLQJ RI' LVVXHV OLQNHG WR JLIWV HQWHUWBIQFHRY sPYEKFYS UWHEGM\DO LQWHUHVW  WHKRWXFRXONK JUMHDWIGY W RVRRIPSOLDQFH ZLWK VDQFWLRQV
7KH DVVRFLDWHG H OHDUQLQJ PRGXOH ZDV UHFHRQOO X RWHOE WHIGHVW )RU WKH SXUSRVH RI WKHVLSRDWHG WEW IWHWR/ BBGDWEGYLGXDOV DIJDLQVW WK
UHODXQFKHG WRZDUGV WKH HQG RI WKH ILVFDO BhhW LAW LY QAPGREMD Q WYL RV QHRWEBLUHFWO\ RU LQGVYWHWFWYOH IPROQMZUBRQO HHGLRWLQJ FXVWRPHU DQG RU VXS
WKDW FRPSOHWLRQ RI WKLV WUDLQLQJ LV PDQGDBMWRW)ILFO ®PWO\HRIYORMIHFHG E\ WKH HPSOR\HH RIDUWQKIUF K 2K KMAKKHIDYHW LV VROG WR VKLSSHG WR
LQFOXGLQJ PHPEHUV RI WKH ([HFXWLYH &RPPLWWH HQR QG BVKW Y[RWHIQQmIHSR ZHU 7KLV DOVR LQFOXGRINV®LEHPWRBWQRIGLEBGVFKHFNHG DJDLQVW WKH VSHFL
/[HDGHUVKLS 7HDP (/7 HPSOR\HHV FORVH IDPLO\ PHPEHUV DQG LQGLY L@BXWORQDIOY DQY WS WKHLGBIBHE\ 'RZ -RQHV DV SDUW RI W
$V SBMIXVW WKMRWDO QXPEHU RI UHSRUWHG KRRRSBKRBQBH URXWLQH NQRZ \RXU FXVWRPHU UHVSHFWLYHO\ NQR:
FDVHV DPRXQWHG WR DOM RXWKRQYW O\ SHQGL@EOR\MHM PXVW QRW FDXVH RU LQIOXHQFH %DUBKEBDMKEHREXWQHWN ISQWHBEDQYWRRQWDLQY DOO LQIRUPD
KLIKHVW ULVN FDWHJRU\ RI DQWL EULEHU\ FRUUX®WMRID JVDEWL R ZIOMKW RVKLUG SDUW\ LQ ZKL K HHDKDME ORVIVWHV RRU &K ALUUFH RI )RUHLJQ $VVHWYV &RQ
LQWHUW DWW &DOOHEDXW LOHARYHDIBALRG WR FORVH IDPLO\ PHPEHUV RU IULHQGY KDYH DQ LOQWRPRYUWLROXWHBXU LW\ &RXQFLO 6DQFWLRQV &RPPLWW
FRQILUPHG LQFLGHQWYV LQ WKH KHWAFHDPRGIDUPHGWUDQVDFWLRQ LV GHPRQVWUDEO\ DGYDQWDJHR X\VZ WR % WDWHE OMFHEWXWLDMWK HRU (FRQRPLF $IIDLUV 6(&
LQFLGHQWYV ®IMFMWSROLQD UNRDEQMIRVOWLIDWLRQV RGBGHBUURKDDDOHEDXW HPSOR\HH PXVW HQVXUH WKDWD®QEKEM MRQIM LRWWKH
FRPSODLQWY ZHUH EURXJKW DJDLQVW %DUU\ &D QWHED O RIURIQWVYUHPSOWHUPL QHG E\ D FRPSHW L WIKHHFKIHG NWK R WO BOBHHD GRQH RQ D UHJXODU EDVLVY EDVH
HVWDEOLVKHY WKH IDLUQHVYV RI WKH WHUPV DQ GMYMHI P WWGIKQ DWMHK FOR@®LIW P RIQWUE Y WBIEOHEDXW KDV
%DUU\ &DOOHEDXW HPSORDMK RWQAHWOQWG K D FRIQQWVWIDFOMOHG DQ DXWRPDWHG VROXWLRQ WKDW LV IHG E
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PSDFW 5HSRUW

GDWDEDVH DQG WKH 'RZ -RQHV GDWDEDVH ,Q FDVH RI D IXO0O RU SDUWLDO

PDWFK RI D EXVLQHVV SDUWQHU ZLWK VDQFWLRQHG SHUVRQV DSSHDULQJ RQ

DQ\ RI WKH 6DQFWLRQV /LVWV WKH *URXS &RPSOLDQFH 2IILFHU VKDOO

UHFHLYH D QRWLILFDWLRQ ,W LV LQ WKH GLVFUHWLRQ Rl WKH *URXS &RPSOLDQFH
2IILFHU WR LQVWDQWO\ EORFN D WUDQVDFWLRQ FRQWHPSODWHG ZLWK DQ\ VXFK
EXVLQHVYVY SDUWQHU

\ghrskdaknvhmf "mc sgd gdongshmf ne fghdu mbdr

%DUU\ &DOOHEDXW KDV HVWDEOLVKHG D GHGLFDWHG ZKLVWOHEORZLQJ DQG
JULHYDQFH SOMRWIRWRIULWIALDQKHVH PHFKDQLVPV ZH

LOYLWH LQSXW IURP DOO HPSOR\HHVY DQG H[WHUQDO VWDNHKROGHUV WR UHSRUW
QRQ FRPSOLDQFH DQG VXVSLFLRXV WUDQVDFWLRQV DQG KHOS XV WR LGHQWLI\
SRWHQWLDO LVVXHV RU YLRODWLRQV LQFUHDVH WUDQVSDUHQF\ DQG SURPRWH
FROWLQXRXV LPSURYHPHQW 2XU JULHYDQFH SODWIRUP FRYHUV RXU HQWLUH
VXSSO\ FKDLQ 7KH &RPSOLDQFH WHDP KRVWV ERWK SODWIRUPV DQG DFWYV

DV D FRRUGLQDWRU WR HQVXUH WKH DGHTXDWH SURFHVVLQJ RI LQFRPLQJ
JULHYDQFHV

L~ WzmJImSTN

N

*5,

S5SHSRUBROLFLHYV
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HONRFYJIWJOQORNSIFSHNFOQ
INXHQTXZWJX

'Q VXSSRUW RI WKH 7DVN )RUFH RQ &OLPDWWADEBDBDWHE KLIJKOLIJKWY ZKHUH HDFK 7&)' GLVFORVXUH
J)LODQFLDO 'LVFORVXUHV 7&)' UHFRPPHOOBWHRQVLWDGBGUHVVHG LQ WKLV $QQXDO 6RFLDO DQG
&DOOHHEDMRPPLWWHG WR WUDQVSDUHQW (QYSRBRWPEOWOO ,PSDFW 5HSRUW

FOLPDWH UHODWR SSRIUWNX/QR @/ LHV

Fgd lhrbknrtgqd gdbnlldmc shnm Wdedgdmbd

0. WzmJmSW »RDUGOV RYHUVLJKW RI FOLPDWH UHODWHG ULVNV DQG RSBRHMWXMQQML HV
'LVFORVXUH RI JRYHUQDQFH

PURXQG FOLPDWH UHORWSG ypHQway UROH LQ DVVHVVLQJ DQG PDQDJLQJ FOLPDWH UHODWHG ULVNV DQG
ULVNV DQG RSSRUWXQLWIHN Wy oL wi Hv

2¢zJ* W]~ &OLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHYVY WKDW WKXKHRILGIHOQWID W R RDVDIQGHOREIND FWGRRFBOWUWPDWH UHODWHG ULVNVY RQ WKH 2UJDQL]DWLRQ
'LVFORVXUH RI WKI WKH VKRUW PHGLXP DQG ORQJ WHUP

SRWHQWLDO LPSDF
FOLPDWH UHODWH:«
RSSRUWXQLWLHV F

7KH LPSDFW RI FOLPDWH UHODWHG ULVNV DQG RSSRUWXKH WGHWWIOQI KM RO TG 1IDRPBIDFFAOMRIT FOI PDWH UHODWHG RSSRUWXQLWLHY RQ WKH

EXVLQHVVHV VWUDWHJI\ DQG ILQDQFLDO SODQQLQJ 2UIDQLIDWLRQ
RUJDQL]DWLRQUGV E
VWUDWHJI\ DQG IL!
SODQQLQJ ZKHUH \ 7KH UHVLOLHQFH RI WKH RUJDQL]DWLRQOV VWUDWHJI\ W ZNKIH I H\QUWR HARTHY R G MKW LRIID (GLL]ID MLIRQW VW UDWH J\
LOIRUPDWLRQ LV P FOLPDWH UHODWHG VFHQDULRYV LQFOXGLQJ D GHJUHHV &HOVLXV RU ORZHU VFHQDULR

7TKURXJKRXW WKLV UHSRUW WKH WHUPV %DUU\ &DOOHEDXW WKH *URXS WKH &RPSDQ\ DQG WKH 2UJDQL]DWLRQ DUH XVHG LQWHUFKDQJHDEO\ WR UHIHU WR WKH %DUU\ &DOOHEDXW *URXS
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Fgqd lhrbknrtgd gdbnlldmc shnm

Wdedgdmbd

1 {i #ImJI]WIWme 7KH RUJDQL]DWLRQUGV SURFHVVHV IRU LGHQWLI\LQJ DQG DYVWNVIYHU¥OHPDWH UHODWHG ULVNYV

'LVFORVXUH RI KRZ WKH

RUJDQL]DWLRQ LGHQW L/ H\WRUIDQLIDWLRQOV SURFHVVHV IRU PDQDJLQJ FOLPDWH UHODWHG ULVNYV

DVVHVVHV DQG PDQDJHYV
+
FOLPDWH UHODWHG ULVﬁ

6 SURFHVVHV IRU LGHQWLI\LQJ DVVHVVLQJ DQG PDQEDJLQJ FOLPDWH UHODWHG ULVNV DUH

LOQWHJUDWHG LQWR WKH RUJDQL]DWLRQOV RYHUDOO ULVN PDQDJHPHQW

#Wez_ S{ IJmU 5Jz]We{ 'LVFORVXUHV RI WKH PHWULFV XVHG E\ WKH RUJDQL]DWIK® WWRRERYVHNVNNNFODPUWHWVDHQDWHGLW\ OHDGHUVKLS SRVLWLRQ LQ LWV LQGXVWU\ DQG KI
'LVFORVXUH RI WKH PHWILMMEY DQG RSSRUWXQLWLHY LQ OLQH ZLWK LWV VWUDWHJIXDERQIEIBWHIGY NWNYQBOHPBQW SWRBBWWI\ DQG 6FLHQFH %DVHG 7DUJHWYV LQLWLDWLYH 6% 7L

DQG WDUJHWV XVHG WR DVVHVV
DQG PDQDJH UHOHYDQW
FOLPDWH UHODWHG ULVNV DQG
RSSRUWXQLWLHV ZKHUH VXFK
LQIRUPDWLRQ LV PDWHULDO

'LVFORVXUH RI 6FRSH 6FRSH DQG LI
HPLVVLRQV DQG WKH UHODWHG ULVNYV

FRPPLWPHQW WR WKH PRVW UHFHQW DFFRXQWLQJ VWDQGDUGYV DQG EHVW SUDFWLFHV
&RPPLWWLQJ WR D FOLPDWH VWUDWHJ\ DQG WR 6%7L UHTXLUHV WKH VHWWLQJ RI D UREXYV
JUHHQKRXVH JDV *4x HPLVVLRQVY EDVHOLQH $V Rl ILVFDO \HDU

VXVWDLQDELOLW\ WDUJHWYV DUH SDUW RI WKH .3,V IRU RXU /RQJ 7THUP ,QFHQWLYHV /7,
30DbQ DSSOLFDEOH WR DOO /7, SDUWLFLSDQWYV EHLQJ JUDQWHG 3HUIRUPDQFH 6KDUHV 7Kl
.3,V UHODWH WR WKH UHGXFWLRQ LQ 1HW &RUSRUDWH &DUERQ )RRWSULQW IXOO\ DOLJQHG
%»DUU\ &DOOHEDXW V SXEOLF FRPPLWPHQW WR DFKLHYH D UHGXFWLRQ E\

FRPSDUHG WR ILVFDO \HDU WKH EDVH \HDU

7KH &RPSDQ\ &4DUERQ )RRWSULQW RI WKH *URXS LV DOLJQHG ZLWK WKH *+* BURWRFRO

ZKLFK FDWHJRUL]HV *+* HPLVVLRQV LQWR WKUHH VFRSHVY DFFRUGLQJ WR WKHLU XQGHUO\LQ.

DFWLYLW\

u 6FRSH HPLVVLRQV DUH GLUHFW *+* HPLVVLRQV UHVXOWLQJ IURP HPLVVLRQ VRXUFHYV
ZKLFK DUH FRQWUROOHG RU RZQHG E\ %DUU\ &DOOHEDXW 7KLV HVSHFLDOO\ LQFOXGHV WK
FRPEXVWLRQ RI IRVVLO IXHOV L H JDV DQG RLO

u 6FRSH HPLVVLRQV DUH LQGLUHFW *+* HPLVVLRQV DVVRFLDWHG ZLWK WKH JURXSOV
SXUFKDVH RI HOHFWULFLW\ VWHDP KHDW RU FRROLQJ

u 6FRSH LQFOXGHY DOO RWKHU HPLVVLRQ VRXUFHYVY LQ D FRPSDQ\ V YDOXH FKDLQ
XSVWUHDP DQG GRZQVWUHDP DQG LV VXEGLYLGHG LQWR ILIWHHQ VSHFLILF FDWHJRULHYV

DSSURSULDWH 6FRSRHIUBVMHOK RXFEHHIDN *+*

'HVFULSWLRQ RI WKH WDUJHWYV XVHG E\ WKH RUJDQL]DW  [$&Y MR IPMIRODHR KO | PHVW H HIUHRO DRAXKH @ H \
ULVNV DQG RSSRUWXQLWLHY DQG SHUIRUPDQFH DJDLQVW WDUJHWYV
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XYWYH LA
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H sdfngx ghr

Whrj Nlo bs cdrbghoshnm Khm mbh k h

S3K\WWVLFDO 5LVN

6KRUW WR ORQJ WHUP 8OZPDWH UHODWHG SK\WLFDO ULVNV SRVH ERWK VKRUW WHUP DQG ORQLUWIKWHUP FKDOOHQJHV WR WKH *URXSOV DELOLW\

PDWHULDO VXSSO\ ULVWR VHFXUH D VXVWDLQDEOH VXSSO\ RI KLJK TXDOLW\ FRFRD EHDQV DQG RWKHU HVVHQWLDO DJULFXOWXUDO UDZ
PDWHULDOV ,Q WKH VKRUW WHUP H[WUHPH ZHDWKHU HYHQWYV DQG VKLIWLQJ FOLPDWH SDWWHUQV FDQ OHDG WR
LQFUHDVHG YRODWLOLW\ LQ FURS \LHOGYV LQFOXGLQJ ODUJH VFDOH FURS IDLOXUHY DQG GLVHDVH RXWEUHDNV 2YHU WKH
PLG WR ORQJ WHUP WKH FXPXODWLYH HIIHFWV RI FOLPDWH FKDQJH GHIRUHVWDWLRQ QXWULHQW GHSOHWHG VRLOV
DQG D VKLIW LQ FXOWLYDWLRQ SUHIHUHQFHY WRZDUG DOWHUQDWLYH FURSY PD\ UHVXOW LQ D VWUXFWXUDO VKRUWIDOO RI
KLJK TXDOLW\ ubz PDWHULDOV WKUHDWHQLQJ WKH UHVLOLHQFH RI WKH *URXS0OV VXSSO\ FKDLQ DQG LWV DELOLW\ WR
PHHW TXDOLW\ DQG SURGXFWLRQ REMHFWLYHV

33K\ VLFDO ULVN

2SHUDWLRQV DQG VXSSIKH *URXSaOV IDFLOLWLHV RSHUDWLRQV DQG VXSSO\ FKDLQ QHWZRUNRRBRUH H[SRVHG WR D UDQJH RI DFXWH DQG
FKDLQ GLVUXSWLRQ ULMNNWRQLF FOLPDWH UHODWHG SK\VLFDO ULVNV 7KHVH LQFOXGH H[WUHPH ZHDWKHU HYHQWY DV ZHOO DV ORQJHU WHUP
VWUHVVRUYVY OLNH ZDWHU VFDUFLW\ ULVLQJ WHPSHUDWXUHYVY DQG VKLIWLQJ FOLPDWH JRQHV

/TUDQVLWLRQ ULVN

5HIJXODWRU\ ULVN DQG7KH *URXSGV VWUDWHILF DQG RSHUDWLRQDO REMHFWLYHV DUH LQFYUHIXVLQJO\ LQIOXHQFHG E\ D FRPSOH[ DQG

XQFHUWDLQWLHYV HYROYLQJ FOLPDWH UHODWHG UHJXODWRU\ ODQGVFDSH 8QFHUWDLQWLHY DURXQG FXUUHQW DQG HPHUJLQJ UXOHV
HVSHFLDOO\ RQ FOLPDWH PLWLJDWLRQ FDUERQ HPLVVLRQV GHIRUHVWDWLRQ DQG VXSSO\ FKDLQ WUDFHDELOLW\ SRVH
VLIJQLILFDQW FRPSOLDQFH DQG VRXUFLQJ ULVNV 7KHVH DUH LQWHQVLILHG E\ ULVLQJ GHPDQGV IRU HQYLURQPHQWDO
DFFRXQWDELOLW\ DFURVV JRYHUQDQFH VWUDWHJ\ ULVN PDQDJHPHQW DQG GLVFORVXUHV ,QFRQVLVWHQW
UHJXODWLRQ DFURVV MXULVGLFWLRQV PD\ OHDG WR UHSXWDWLRQDO OHJDO DQG RSHUDWLRQDO FKDOOHQJHV
SRWHQWLDOO\ KLQGHULQJ SURJUHVV WRZDUG FOLPDWH UHVLOLHQFH DQG 1HW =HUR JRDOV

7UDQVLWLRQ ULVN

(YROXWLRQ RI FXVWRPHDSD@®\ HYROYLQJ WUHQGY DPRQJ FXVWRPHUV DQG FRQVXPHUV KDYOHHGALKHP SRWHQWLDO WR GLVUXSW PDUNHW

FRQVXPHU GHPDQG G\QDPLFV GULYHQ E\ FOLPDWH UHODWHG VRFLHWDO VKLIWV HQYLURQPHQWDO FRQFHUQV WHFKQRORJLFDO
DGYDQFHPHQWY GLHWDU\ SUHIHUHQFHV SROLWLFDO GHYHORSPHQWY UHJXODWRU\ FKDQJHV DQG HFRQRPLF
G\QDPLFV 7KHVH IDFWRUV FDQ LPSDFW JURZWK DQG RSHUDWLRQDO UHVXOWY DQG UHTXLUH WKH JURXS WR KDYH D
GHHS XQGHUVWDQGLQJ RI WKHVH IRUFHV IRU DQWLFLSDWLQJ VKLIWV DQG DGDSWLQJ HIIHFWLYHO\ WR HYROYLQJ
FXVWRPHU DQG FRQVXPHU QHHGV HQVXULQJ VXVWDLQHG JURZWK DQG FRQWLQXHG PDUNHW UHOHYDQFH

JRU D PRUH GHWDLO

HG LPSDBWVAHAYHIWULSBMWHARQ VHH
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$IJURIRUHVWU\

%\ LPSOHPHQWLQJ DJURIRUHVWU\ V\VWHPVY DQG VKDGH PDQDJHPHQW SUDFWLFHV ZH HQKDQHBLWRH FOLPDWH UHVLOLHQFH RI FRFRD SURGXFWLRQ
7KHVH SUDFWLFHV KHOS PLWLJDWH SK\VLFDO FOLPDWH ULVNV LQFOXGLQJ ULVLQJ WHPSHUDWXUHY DQG GURXJKW VWUHVV ZKLOH LPSURYLQJ VRLO K
LQFUHDVLQJ UHVLVWDQFH WR SHVWVY DQG GLVHDVHV $JURIRUHVWU\ DOVR SOD\V D FULWLFDO UROH LQ RXU QHW JHUR VWUDWHJ\ VHUYLQJ DV RQH RI
OHYHUV WRZDUG DFKLHYLQJ RXU 6FLHQFH %DVHG 7DUJHWYV LQLWLDWLYH 6%7L JRDOV E\ ERRVWLQJ RQ IDUP FDUERQ VHTXHVWUDWLRQ DQG HPLVVL
UHGXFWLRQV

2SHUDWLRQDO UHVLOLHRHH*URXSOV VRXUFLQJ RSHUDWLRQV DQG VXSSO\ FKDLQ GHSDUWPHQWV PDQDJH D ZHORZGLYHUVLILHG DQG IOH[LEOH RSHUDWLRQV QHWZRUN

HQKDQFHPHQWYV

XQGHUSLQQHG E\ D VWUXFWXUHG DQG FRRUGLQDWHG JOREDO UHJLRQDO DQG ORFDO VDOHV DQG RSHUDWLRQV SODQQLQJ SURFHVV ,W LV FRQWL
H[SORULQJ LOQOQRYDWLYH DQG WUDQVIRUPDWLYH LQLWLDWLYHVY WR VWUHQJWKHQ RSHUDWLRQDO DJLOLW\ DQG DGDSWDELOLW\ 7KLV IRUZDUG ORRNLQ
DLPV WR LGHQWLI\ FRVW HIIHFWLYH PHFKDQLVPV WR HQKDQFH RYHUDOO UREXVWQHVV DQG LPSURYH WKH PDQDJHPHQW RI RSHUDWLRQDO DQG VXSS
FKDLQ ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH

)DYRUDEOH FOLPDWH S®RADREDOO\ DOLJQHG FOLPDWH UHODWHG SROLWLFDO HQYLURQPHQW SURYLGHV FHUWDLQW\OWBLX®YHVW LQ JUHHQ WHFKQRORJLHV VXVWDLQDEOH V

HQYLURQPHQW

FLUFXODU HFRQRP\ LQLWLDWLYHV $GGLWLRQDOO\ HFRQRPLF UHFRYHU\ SODQV LQ PDQ\ UHJLRQV HPSKDVL]H UHVLOLHQFH DQG ORZ FDUERQ JURZ)\
DOLJQLQJ SXEOLF IXQGLQJ DQG PDUNHW GHPDQG ZLWK VXVWDLQDEOH EXVLQHVYV SUDFWLFHYV 7KH *URXS SURDFWLYHO\ DGDSWV DQG DOLJQV ZLWK HYF
UHJXODWLRQV DQG VHHNV WR VKDUSHQ LWV FRPSHWLWLYH HGJH DQG HQKDQFH LWV UHSXWDWLRQ DPRQJ HQYLURQPHQWDOO\ FRQVFLRXVY VWDNHKROGH

6ROXWLRQV RIITHULQJ

, QFUHDVHG HQG FRQVXPHU GHPDQG IRU VXVWDLQDEOH SURGXFWV LQGLFDWHYV D SUHIHUHQFHJKRU ORZ HPLVVLRQ RSWLRQV WKHUHE\ HQKDQFLQJ W
FRPSDQ\GtV FRPSHWLWLYH PDUNHW VWDQFH ZLWK RXU 1HW =HUR &KRFRODWH 6ROXWLRQV LQFOXGLQJ 6%7L FHUWLILFDWLRQ /HYHUDJLQJ LWV JOR
RSHUDWLRQV DQG LQQRYDWLRQ QHWZRUNV WKH *URXS LV ZHOO SRVLWLRQHG WR VZLIWO\ UHVSRQG WR FXVWRPHU GHPDQGV DQG SURYLGH IOH]JL
RSWLPLIHG VROXWLRQV WKDW DGDSW WR HYROYLQJ PDUNHW FRQGLWLRQV

~mImS_Jj _lwJS-

IRZ OHGLXP +LJK ! SHODWLYH HDUQLQJVbYDOXHbDDWbLULVN

~mJImS_Jj lwJS-
IWeroUo0jo0O]~

$VVHVVLQJ IXWXUH GHYHORSPHQWY LQYROYHYV LQKHUHQW XQFHUWDLQW\ ZKLFK JURZV RYHU H[WHQGHG WLPH KRUL]JRQV 7KH *URXS XVHV VFHQDULR
UHODWHG LPSDFWV 7KHVH VFHQDULRYV PD\ GLIIHU VLIJQLILFDQWO\ IURP DFWXDO RXWFRPHV GXH WR LQKHUHQW XQFHUWDLQW\ DQG WKH XQSUHGLFWDEI
LPSDFW UHIOHFWV WKH UHODWLYH HDUQLQJY DW ULVN FDOFXODWHG E\ FRPSDULQJ WKH SURMHFWHG FXPXODWLYH HDUQLQJY GHYLDWLRQV RYHU D
bJbLQvw D VWDWLF EDVHOLQH ZKLFK UHSUHVHQWV WKH *URXS V FXUUHQW FRPPHUFLDO RSHUDWLRQDO DQG ILQDQFLDO VWUXFWXUH 7KH ILQDQFL
PLWLIJDWLRQ PHDVXUHV ZKHUHDV WKH ILQDQFLDO LPSDFW RI RSSRUWXQLWLHYVY UHIOHFWYV WKH LQIOXHQFH RI UHVLOLHQFH VWUDWHJLHY DQG PD\ LQI
ILQDQFLDO LPSDFWV PD\ DFFHOHUDWH RYHU WLPH 7KH NH\ DVVXPSWLRQV XVHG WR HVWLPDWH WKH ILQDQFLDO LPSDFW RI ULVNV DUH SULPDULO\ GH
TXDQWLILFDWLRQ WRRO ZLWK OLPLWHG UHOLDQFH RQ LQWHUQDO H[SHUW MXGJPHQW ,Q FRQWUDVW WKH ILQDQFLDO LPSDFW RI RSSRUWXQLWLHYV
HYDOXDWLRQV




Ygd gqgdrhkhdmbd ne sgd Tqf mhy shnm r rsq sdfx

$V SDUW RI WKH *URXS0OV RQJRLQJ FRPPLVPAHQLW KWRRXQWUILHY WKDW KDYH PDGH FOLPDWH UHODWHG
UHVLOLHQFH DJDLQVW FOLPDWH FKDQJH SOH G RHOG KR FOPPOIQOMWSWHIKHP LQ DGGLWLRQ WR FXUUHQW SROLFLHYV
HIWHQVLYH DQG WDUJHWHG DQDO\VHV WX S WHHNY WKYLWWUDYWHHIIRF DPELWLRQ E\ UHGXFLQJ JUHHQKRXVH
HI[SRVXUH 7KHVH FRQWLQXRXV HYDOXDWIDRQNPLINY &RI\S ORQBHQING DSW PMDR/XUHV

XQGHUVWDQG DQG DGGUHVV WKH SRWHQWKIHOWKPEBHEWVWRDVH VRMHQD&EXBUHQW 3ROLFLHV

FOLPDWH UHODWHG ULVNV RQ RXU EXVLQHHWHRVDQWMWHSDWHY D WHPSHUDWXUH LQFUHDVH H[FHHGLQJ

,Q OLQH ZLWK RXU FRPPLWPHQW WR WKH &@HJJUHHV &HOVLXV

UHFRPPHQGDWLRQV WKH *URXS XWLOL]HAKB ¢Y HWQDLELR. PRWP®\VLY FRPSOHPHQWY WKH *URXSOV

FOLPDWH ULVN DQDO\WVLVY WRRO WKDW GHORIWHUSULEH QEXNWDORDIEBIRHQW IUDPHZRUN ZKLFK

DJJUHJDWHG DVVHVVPHQW 7KLV SURYLGHYWH FRPYHMKIEQWIHNADPWHG ULVNV DQG HQVXUHV DOLJQPHQW ZLWK
YLHZ RI WKH ILQDQFLDO LPSDFWV RI FOLPWWBWKD.FIJREQGHW WEBHIJUHHY &HOVLXV

FRYHULQJ ERWK SK\VLFDO DQG WUDQVLWRHROMIUKRYILQGLQJIV VXJIHVW WKDW WKH *URXSOV VWUDWHJ\

W XVHV WKH 1HWZRUN RI &HQWUDO %D QWNNPIdE 6 XIRPGEANRYHYVLOLHQW DVVXPLQJ WKDW UHVLOLHQFH
IRU *UHHQLQJ WKH J)LODQFLDO 6\WWHP 1k@BLWUBBHXKYN XFK DV WKH *URXS0V 1HW =HUR 5RDGPDS DQG
ZKLFK ZDV FUHDWHG 1*Q6 LWWVHK®I LV D JORE@PRLQI GHFDUERQL]DWLRQ HIIRUWY GHOLYHU WKH H[SHFWHG
FRDOLWLRQ RI ILODQFLDO UHJXODWRUV H¥WHPOWLKAW LRQ EH@RILWYV
HQKDQWHKH ILQDQFLDO VHFWRUGOV FDSDFLW\ARRWPOBWH XQGHUKABKKHW ZRD R W/IKGU
FOLPDWH UHODWHG ULVNV DQG VXSSRUW WHK@DWURY VWWHRRQWR\BWLY LQGLFDWHYVY DQ LQFUHDVHG LPSDFW RI
VXVWDLQDEOH 7HRFRQIRPN ULVN DQDO\VLYV SKKWLED® ULVNV DQG WUDQVLWLRQDO ULVNV SDUWLFXODUO\ LQ FRFRD
GHYHORSVY FOLPDWH VFHQDULRYV WKDW UHIBHIFQUI ¢JIHIHBR B W7 BRIDAE WHN\NHV*WR K HWLVNV
DQG SK\VWLFDO ULVNIKSHD WRWKAD\V DUH GHWVPBOHEMHRWLQI) WDUJHWHG DQG SURDFWLYH DGDSWDWLRAQ
DMROORAUGHUO\ WUDQVLWLRQ VFHQDULRRHDMYXKHDOUQ\FROODEBDQW RQ ZWWKHKROGHUV
FRRUGLQDWHG FOLPDWH DFWLRQ GLVRUBGWHREIWE®UOQA&UWY R&X1) 1IKRNDXSWHEH V H
VFHQDULRY ZKHUH GHOD\HG RU IUDJPHQWQ@WGLSRWGVFRUHN EBEABMWWHQW ZLWK WKH *URXSOV GRXEOH
KLIJKHU WUDQVLWLRQ ULVNV DQG KRW KRRWH @ RDOIGNY DMYDHIYIVIPHQW ZKLFK LGHQWLILHG FOLPDWH
ZLWK LQVXIILFLHQW DFWLRQ OHDGLQJ WRHVHOHHQAFSKMNIGYWDNHKROGHU FROODERUDWLRQ DV NH\ VWUDWHJILF
LPSDFWV IURP FOLPDMW\WKERQDMQKHVH FDWHSRURHYWLHYVY ,Q WKH WDEOHY DERYH WKH ILQDQFLDO LPSDFW UHIHUV
WKH)6 LQFOXGHVY GRWQLOK®EK DV 1HW =HWRWHMDWLPH KRUL]JRQ DQG DQ LQWHUPHGLDWH VFHQDULR

%HORZ 'HOD\HG 7UDQVLWLRQ 'LYHUBHQWGHMWHHY &HOVLXV ZDUPLQJ
~HUR 1DWLRQDOO\ 'HWHUPLQHG &RQWULEXWLRQV 1'&V DQG
&XUUHQW 3ROLFLHV

7KH *URXSOV DQDO\VLWKBENWKE RQS6

VFHQDUZLRAKLQ D PHGLXP WLPHHORWZKRHQ WHQ \

ILUVW LV WKH 1HW =HUR VFHQDULR ZKLFK DVVXPHV D
JOREDO WHPSHUDW X U H GHIFJHHDN EIBIRIE L X V

HQYLVLRQV FDUERQ GLR[LGH HPLVVLRQV UHDFKLQJ RU
DSSURDFKLQJ |JHURKH VHFRQG LV DQ
LOQWHUPHGLDWHNKHHD RV L\RF FSQUIRWLHRFW L QJ D

WHPSHUDWXUH ULVH RI DSSUR[LPDWHO\ GHJUHHV &HOVLXYV

WWHUYWR 6 WDN -6KRQM®HOWDELZXNIWRHRSOCHRYHUQD QFH x5,

S5SHSRUBROLFLHYV
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LPSDEW 5HSRUW

LWN WJUTWY
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WIQJ[FSY LWN XYFSIFWI&X'

1 WmWwWzJj _{Sjo{€zW{

7KH RUJDQL]DWLRQ DQG LWV UHDPRUIMLWUIRQDO GHWDLOV
SUDFWLFHYV (QWLWLHY LQFOXGHG LQ WKH RUJDQL]DWLRQGV VXVWDLQDELOLW\ UHSRUWLQJ
5HSRUWLQJ SHULRG IUHTXHQF\ DQG FRQWDFW SRLQW
SHVWDWHPHQWY RI LQIRUPDWLRQ
(IWHUQDO $VVXUDQFH
$FWLYLWLHY YDOXH FKDLQ DQG RWKHU EXVLQHVV UHODWLRQVKLSYV
(PSOR\HHYV
‘RUNHUV ZKR DUH QRW HPSOR\HHV

*RYHUQDQFH *RYHUQDQFH VWUXFWXUH DQG FRPSRVLWLRQ
5ROH RI WKH KLJKHVW JRYHUQDQFH ERG\ LQ RYHUVHHLQJ WKH PDQDJHPHQW RI LPSDFWV

6WUDWHJ\ SROLFLHV DQG SUBMMDMWFHR/HQW RQ VXVWDLQDEOH GHYHORSPHQW VWUDWHJ\
S3ROLF\ FRPPLWPHQWYV
(PEHGGLQJ SROLF\ FRPPLWPHQWYV
URFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWYV
&RPSOLDQFH ZLWK ODZV DQG UHJXODWLRQV
OHPEHUVKLS DVVRFLDWLRQV

6WDNHKROGHU HQJDJHPHQW $SSURDFK WR VWDNHKROGHU HQJDJHPHQW
&ROOHFWLYH EDUJDLQLQJ DJUHHPHQWYV

1 #JeWz_Jj 50w _S{

3URFHVV WR GHWHUPLQH PDWHULDO WRSLFV
/ILVW RI PDWHULDO WRSLFV
ODQDJHPHQW RI PDWHULDO WRSLFV
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$QQXDO 6RFLDO DQG (QYLURGEHI
PSDFW 5HSRUW THWWH

"UYWR 6W DN KR Q/M®H QD ELITXNIWEHRSOHRYHUQDQFHR)'

#JeWz_Jj Sow_S{

6XSSO\ &KDLQ 7UDFHDELOLWWXSSOLHU (QYLURQPHQWDO $VVHVVPHQW

6XSSOLHU 6RFLDO $VVHVVPHQW

%LRGLYHUVLW\ (FRV\VWHPV%LRGLYHUVLW\

6XSSOLHU (QYLURQPHQWDO $VVHVVPHQW

&OLPDWH DQG (QHUJ\

(QHUJ\
"DWHU
(PLVVLRQV

'RUNHUV LQ WKH 9DOXH &KDL&KLOG /DERU

+XPDQ 5LJKWV $VVHVVPHQW
6XSSOLHU 6RFLDO $VVHVVPHQW

$INTHFWHG &RPPXQLWLHYV

SLIKW RI ,QGLIJHQRXV 3HRSOH
IRFDO &RPPXQLWLHYV

$omA#JeWz_Jj 5ow_S{

(FRQRPLF 3HUIRUPDQFH
,QGLUHFW (FRQRPLF ,PSDFWV

$QWL FRUUXSWLRQ

$QWL FRPSHWLWLYH %HKDYLRU
(PSOR\PHQW
2FFXSDWLRQDO +HDOWK DQG 6DIHW\
7UDLQLQJ DQG (GXFDWLRQ
'LYHUVLW\ DQG (TXDO 2SSRUWXQLW\
JRUFHG RU &RPSXOVRU\ /DERU
BHFXULW\ 3UDFWLFHV

3XEOLF 3ROLF\

*5,

S5SHSRUBROLFLHYV
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LWN ? Ldmdqg k lhrbknrtgdr

Ygd ngf mhy shnm mc hsr gdongshmf oqg bshbdr

A &z]dm_<Je_omJj UWeJ_ j{
D /HIDO 1DPH %DUU\ &DOOHEDXW $*
E IDWXUH RI RZQHUWKRDS WD QD OOHEDXW $* y7KH &RPSDQ\p y%wDUU\ &DOOHEDXWp y7KH *URXSp ZDV LQFRUSRUDWHG RQ 'HFHPEHU XQGHU 6ZLVV ODZ KDYLQJ L
OHJDO IRUP KHDG RIILFH LQ =XULFK 6ZLW]JHUODQG DW +DUGWXUPVWUDVVH =XULFK %DUU\ &DOOHEDXW $* LV UHJLVWHUHG LQ 6ZLW]JHUODQG DQG KDV E!
RQ WKH 6,; 6ZLVV ([FKDQJH %$51 ,6,1 1XPEHU &+ $XVKQWH Wi N PWUNHW FDSLWDOL]DWLRQ EDVHG RQ
LVVXHG VKDUHV ZDWEOPERIXVW &+) PLOOLRQ 7KH VLJQLILFDOW VKDUHKROGHUV RI WKH &RPSDQ\ DUH OLVWHG LQ 1RWH

WR WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQW\KWWSV 777 FDUU\ FDOOHFEDXW FRP HQO DERXW XV PHGLD QHZV
VWRUIHV IXO0 \HDU UHVXOWYV ZLWHKD GDIH®ENV ,QYHVWPHQWYV $* IRUPHUO\ KHOG E\ -DFREV +ROGLQJ $* DV WKH UHIHUHQFH
VKDUHKROGHU KRBGWXIHH LVVXHG VKDUH FDSLWDO

F IRFDWLRQ RI KHDGHPDUWEBDW®OHEDXW $*
+DUGWXUPVWUDVVH
=XULFK 6ZLW]J]HUODQG

G &ERXQWULHV RI RSHAUDWILRED OOHEDXW RIITHUV LWV FRRXROXEFMWAW LQ RYHU

me_ W{ _mSjEUWU _m "W
0z]IJm_<«<Je_omU{
A {€{¢J_mMJIR_j_ " zWwoze_m]

D (QWLWLHV LQFOXGHIKGHLRQWLWLHY FRYHIRHGH XIDIG K RFREDOPWHHUYV RI1 WKLV $QQXDO 6RFLDO DQG (QYLURCFDHOBEW O LREBG6EW 5HSRUW
VXVWDLQDELOLW\ YHBRUKH @QY¥VXUDQFH 6WDWVWMPHEMV 777 EDUUN FDOOHEDXW FRP HQ JURXS IRUHYHU FKRFRODWH VXVWDLQDELOLW\ UHSRUWLQJ YHULILFDWLRQ
DVVXUDQFH UHSRUWYV

E 'LITHUHQFHY EHWZHKRUAHLDWH GLIIHUHQFHYV EHWZHHQ WKH OLVW RI HQWLWLHYV LQFOXGHIRUBYHOQDXKRHAKIDIWERE Y VRLQVKDLYG WKRVH LQFOXGHG LQ WKH
RI HQWLWLHV LQFOOXQGHK®QBRFLDO DQG (QYLURQPHQWDO ,PSDFW 5HSRUW
ILQDQFLDO UHSRUWHGJ$MAXX DA VIHSRUKWWSY 777 EDUU\ FDOOHEDXW FRP HQ DERXW XV PHGID QHZV VWRULHXHXOO \HDU UHVXOWYV ILVFDO \HDU
LQFOXGHG LQ VXVWDWIMELHM WRY HUHRG) KDKEH & RRFRDPDWHHU V R1 WKLV $QQXDO 6RFLDO DQG (QYLUR®GPKYOBWHDOL HPZ3 DG W LPH WKHW

UHSRUWLQJ $VVXUDQFH 6WDWHPHQWKWWSY 777 EDUU\ FDOOHEDXW FRP HQ JURXS IRUHYHU FKRFRODWH VXVWDLQDELOLW\ UHSRUWLQJ YHULILFDWLRQ
DVVXUDQFH UHSRUWYV
F , | PXOWLSOH HQWLAHHHSBQQXDO 5HSRUW

DSSURDFK XVHG IFKWWSV 777 FDUU\ FDOOHFEDXW FRP HO DFRXW XV PHGID OH7V VWRULHYV IXO00 \HDU UHVXOWYV ILVEDO \HDU
FRQVROLGDWLQJ WKH
LQIRUPDWLRQ

1Wwoze m] wWz_oUj
\ZWYy€WmMS”™ JmU SomeJS-

A WOo_me
D 6XVWDLQDELOLW\ $®RDWLQJ
SHULRG DQG ITUHTXHEHSWHPEHU $XIXVW

E JLODQFLDO UHSRUWBRSWVWHRERG $XIXVW

F SXEOLFDWLRQ GDWHORXDESSRUFWDO DQG (QYLURQPHQWDO ,PSDFW 5HSRUW ZKLERYHPEEOXUGHY WKH *5, 5HSRUW
$QOXDO 5 HSRUW1RYHPEHU

G &ERQWDFW SRLQW IRDUVGQ SRGWH\ +HDG RI (6* (QJDIJHPHQW 5HSRUWLQJ
3KRQH

(PDLO WDU\QBULGOH\#EDUU\ FDOOHEDXW FRP
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PSDFW 5HSRUW

QXDO 6RFLDO DQG (\QYLURCQIﬁ"n‘“n"

WWHUYWR 6 WDN -6KRQ®H OWDELZXNIWRHRSCHRYHUQDQFHR)' *5, BHSRUBROLFLHYV

N IW{eJeWIWme{ 0\
A __m\ozIJ-=om

D SHVWDWHPHQWYV [URRH
SUHYLRXV UHSRUWLQJ SHULRGYV

A teWzmJj {{€£zJmSW

D SROLF\ DQG SUDFWAKH $RGLW )LQDQFH 5LVN 4XDOLW\ &RPSOLDQFH &RPPLWWHH D VXE FRPPLWWHH RI WKH %RDUG RI 'LUHFWRUV UHYLHZV RXU LQWHUQDO V\VWHF
VHHNLQJ HIWHUQDOLVNY TXDOLW\ DQG WKH UHOLDELOLW\ RI RXU H[WHUQDO UHSRUWLQJ ,W DOVR RYHUVHHV WKH LPSOHPHQWDWLRQ RI (6* SURFHVVHV FRQWL

DVVXUDQFH

UHSRUWLQJ DQG WKH GLUHFW LQWHJUDWLRQ RI (6* LQWR WKH DXGLW VWUXFWXUH DQG WKH UHODWLRQVKLS ZLWK LQYHVWRU UHODWLRQV

E 'HOHJDWLQJ DXWKRKHWDXGLWLQJ SDUWQHU 3Z& 8. DXGLWHG H[WHUQDO LQGHSHQGHQW OLPLWHG DVVX)MRUHFHHE\ 3Z2& WR D VHOHFWLRQ RI .3,V IHDWXUHG LQ WKF

RKRFROPRDISWHUV RI WKLV $QQXDO 6RFLDO DQG (QYLURQPHQWDO ,PSDFW 5HSRUW

$Q DVVXUDQFH UHSRUW DQG VWDWHPHQW LV SKWWSKFO\ZhX FIDADRA HD ORXHEIDOXWY ¥FRB HQ JURXS IRUHYHU FKRFRODWH
VXVWDIQDFEILOI W\ UHSRUWI QJ YHUILILFDWLRQ DVVXUDQFH UHSRUWYV

Fbshuhshdr mc vngjdgr

Se ...+ W{i ..JJEW SAJ m IJmU
0*"Wz RE€{_mW{{
A zWjJe_om{"_ w{
D 6HFWRUYV %DUU\ &DOOHEDXW VHUYHV FXVWRPHUV LQ WKH )RRG %HYHUDJH LQGXVWU\ 7KH &RPSDQ\ VHUYHV WKH HOQWLUH LQGXVWU\ IURP IRRG PDQXIDFW
DUWLVDQVY DQG SURIHVVLRQDO XVHUV RI FKRFRODWH VXFK DV FKRFRODWLHUV SDVWU\ FKHIV RU EDNHUV WKH &RPSDQ\ DOVR VXSSOLHV SURGXF\
PDFKLQHYV
E 9DOXH FKDLQ %»DUU\ &DOOHEDXW LV IXOO\ YHUWLFDOO\ LQWHJUDWHG DORQJ WKH HQWLUH YDOXH FKDLQ 7KH &RPSDQ\ VRXUFHV FRFRD GLUHFWO\ IURP VPDOOK
&TWH G ,YRLUH *KDQD &DPHURRQ ,QGRQHVLD %UD]JLO (FXDGRU DQG 1LJHULD DV ZHOO DV IURP WKLUG SDUW\ VXSSOLHUYV IURP WKH PDLQ FRFRD
FRXQWULHYV &RFRD EHDQV DQG FKRFRODWH DUHDBWRBHMY HGE RUDSNMHRG GEME AVWQO\ EN\ %DUU\ &DOOHEDXW %DUU\ &DOOHEDXW VHUYHYV
DV D WUXVWHG SDUWQHU IRU WKH HQWLUH IRRG LQGXVWU\ I|IURP ODUJH VFDOH IRRG PDQXIDFWXUHUV WR DUWLVDQDO DQG SURIHVVLRQDO X\
FKRFRODWLHUYV SDVWU\ FKHIV EDNHUV KRWHOV UHVWDXUDQWY DQG FDWHUHUV ZLWK &DOOHEDXWp DV LWV PDLQ JOREDO EUDQG
F %XVLQHVYV UHODW L$FPPRWKILBANKH PDLQ H[WHUQDO LQLWLDWLYHV ZKLFK %DUU\ &DOOHEDXW HQGRUVHVY DQG VXSSRUWV DUH WKH '"XWFK 6XVWDLQDEOH 7UDGH ,QLWLDW

*HUPDQ 'HYHORSPHQW )LQDQFH ,QVWLWXWLRQ '(* )DLUWUDGH -DFREV )RXQGDWLRQ 5DLQIRUHVW $OOLDQFH WKH 6XVWDLQDEOH $JULFXOWXUH
3ODWIRUP DQG WKH ,QWHUQDWLRQDO &RFRD ,QLWLDWLYH &, JRUHVW 6WHZDUGVKLS &RXQFLO )6& 3DOP 2LO 1HWZRUN 6ZLW]JHUODQG 'DLU\
*URXS 6XVWDLQDEOH 'DLU\ 3 DUWQHUVKLS $,0 3URJUHVV %RQVXFUR 6XJDU &ROODERUDWLRQ *URXS 3UR7HUUD 5RXQGWDEOH RQ 5HVSRQVLEOH 6R
DQG 5RXQGWDEOH RQ 6XVWDLQDEOH 3DOP 2LO 5632

&RFRD UHOHYDQW

$%,8&%% $,'(3,7 $,3& $OOLDQFH $PFKDP $QLD $VFKRNR &RQILPH[ %'6, %// %9( %HOJLDQ &RQIHFWLRQDU\ $VVRFLDWLRQ &KRSUDELVFR
%H\RQG &KRFRODWH %LVFRVXLVH %XQGHVYHUEDQG GHU 'HXWVFKHQ 6XHVVZDUHQLQGXVWULH &KLQD 1DWLRQDO &DQG\ $VVRFLDWLRQ &KRFRODWE}
$VVRFLDWLRQ RI -DSDQ &KRFRVXLVVH &RFRD $VVRFLDWLRQ RI $VLD &RFRD OHUFKDQWV $VVRFLDWLRQ Rl $PHULFD &0$$ ',6&2 ()26= (XURSHDQ
&RFRD $VVRFLDWLRQ (&% (XURSHDQ &RQIHFWLRQDU\ $VVRFLDWLRQ &DRELVFR )HGHUDOLPHQWDUH )5,6&2 *,6&2 )$$53 )JHGHUDWLRQ RI
ODOD\VLDQ ODQXIDFWXUHU )(9,% )'3 ),$/ )1/ *$300 ,QGRQHVLD *(3(; +XQELVFR ,QGH[ 1XRYR /HRQ ,QWHUQDWLRQDO &RFRD ,QLWLDWLYH
 QWHUQDWLRQDO &RFRD 2UJDQL]DWLRQ ,1& ,QWHUQDWLRQDO 1XW DQG 'ULHG )RRG ,QGRQHVLD &RFRD $VVRFLDWLRQ -DSDQ ,QWHUQDWLRQDO &
$JHQF\ -,&% 1DWLRQDO &RQIHFWLRQHUV $VVRFLDWLRQ 3ROELVFR 3URGXOFH 6*/+ 6LQJDSRUH ODQXIDFWXULQJ )HGHUDWLRQ 6:,66&2 69/4 69*
9%= 8QLRQH ,QG /, 9&2 :RUOG &RFRD )RXQGDWLRQ &RFRD )RUHVWV ,QLWLDWLYH &),




SFSOOXDO 6RFLDO DOG ( cHdoOWDO )
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\ PSDFW 5HSRUW 2 ) )
G &KDQJHV WR SUHYLXYV WKH VLIJQLILFDQW FKDQJHV WR WKH &RPSDQ\GV VLIH DQG VWUXFWXUH LQFOXGH WKH IROORZLQJ
UHSRUWLQJ SHULRG
6HSWHPEHU
%DUU\ &DOOHEDXW ODXQFKHVY WKH &DOOHEDXW ODVWHUV RI 7TDVWH FDPSDLJQ H{WHUQDOO\ SUHVHQWLQJ WKH QHZ EUDQG LGHQWLW\ DQG D QHZ S
JRXUPHW VHFWRU
- X0\
%DUU\ &DOOHEDXW LQDXJXUDWHG LWV WKLUG FKRFRODWH IDFWRU\ LQ 1HHPUDQD ,QGLD WR VXSSRUW JURZLQJ GHPDQG LQ WKH UHJLRQ
- X0\
%»DUU\ &DOOHEDXW SDUWQHUV ZLWK WKH =XULFK 8QLYHUVLW\ RI $SSOLHG 6FLHQFHV =+8: WR H[SORUH FRFRD FHOO FXOWXUH WHFKQRORJ\ W
VXVWDLQDELOLW\ DQG VXSSO\ FKDLQ UHVLOLHQFH
_XQH
%DUU\ &DOOHEDXW LQDXJXUDWHG LWV ILUVW ZLQG WXUELQH DW LWV +DOOH SURGXFWLRQ VLWH LQ %9HOJLXP FRYHULQJ QHDUO\ KDOI RI WKH IDFWR
DQG UHGXFLQJ &2 HPLVVLRQV
_XQH
%DUU\ &DOOHEDXW RSHQHG LWV *OREDO %XVLQHVV 6HUYLFHV +XE LQ +\GHUDEDG ,QGLD MRLOQLQJ LWV JOREDO QHWZRUN RI IRXU *%6 FHQWHI
RSHUDWLRQDO
$SULO
SURGXFWLRQ EHJLQV LQ QHZ 0*UHHQILHOGO IDFLOLW\ LQ %UDQWIRUG &DQDGD
'"HFHPEHU
%»DUU\ &DOOHEDXW KROGV WKH ILUVW [IXOO0O\ YLUWXDO $QQXDO 6KDUHKROGHUV OHHWLQJ LQ DQ HIIRUW WR LQFUHDVH LQFOXVLRQ DQG HQJDJ
LOQOWHUQDWLRQDO VKDUHKROGHU EDVH %DUEDUD 5LFKPRQG DQG $UXQD -D\DQWKL HOHFWHG DV QHZ PHPEHUV RI WKH %RDUG RI 'LUHFWRUYV
1RYHPEHU
%DUU\ &DOOHEDXW KDV DGGHG XSF\FOHG FDFDRIUXLW SURGXFWV WR LWV SRUWIROLR RITHULQJ LQJUHGLHQWY WKDW FRPELQH WDVWH KHDOW
SRVLWLYH HQYLURQPHQWDO LPSDFW
6HSWHPEHU
%DUU\ &DOOHEDXW KDV ODXQFKHG LWV 1HW =HUR 5RDGPDS FRPPLWWLQJ WR UHGXFH WRWDO HPLVVLRQV E\ E\ DQG DFKLHYH IXOO GHFDUERQ
RI LWV YDOXH FKDLQ E\
A lwjo "W W {
D 1XPEHU RI HPSOR\M¥MV WEKH HQG RI WKH ILVFD@DHDU &DOOHEDXWHRK®GR\HHYVY 7KH FRPSDQ\IKPBOH HPSOR\HHADOH
JHQGHU DQG UHIJLRMH®P SOR\HHY HPGOR\HHYVY ZLWKRXW JHQGHU LGHQWLILFDWLRQ (PSPRSHOHRVYHIHY HYWHQY UURORBAG (DVWHUQ (XURSH
HPSOR\HHV LQ 1RUWK $PARSDRDHHYV LQ /DWLQ $RPPEFQRDPHHY LQ $VLD 3DFLILF OLGGOH (DVW DQG $IULFD
E 1XPEHU RI HPSOR\$MVVEKH HQG RI WKH ILVFDWDWD\WU&DOOHED XWRAKIOR\HHY SHUPDQHQW DMHFPSRUDUN IHPDOH HPSOR\HHYV
W\SH RI HPSOR\PH@WUPDQHQW DWBPSRUDU\ PDOH HPSGRP" DHOWMHOQW WHHRSRUDU\ HPSOR\HHV ZLWKRXW JHQGHU LGHQWLILFDWLRQ (PSOR\HHV LQ
HVWHUQ (XURSHHUPDQHQW WHABSRUDU\ &HQWUDO DQG (DS WMHPQEMQRSHEBSRUDU\ 1RUWK $PHULFD
SHUPDQHQW WOEBSRUDU\ /DWLQ $PIHUFDOHOW WABSRUDU\ $VLD 3DFLILF OLGGOH VWP DMHON TG
WHPSRUDU\
IXOO WLPH BDGW WLPH IHPDOH HP$SX®OHWYPH BRGW WLPH PDOH HPSO&RWHRH HPSOR\HHYV ZLWKRXW JHQGHU
LGHQWLILFDWREROWDOD@YGPH HPSOR\HHV ZLWKRXW JHQGHU LGHQWLILFDWLRQ
F OHWKRGRORJLHVY DDOP&D UHODWHG WR HPSOR\HHV DUH UHSRUWHG LQ KHDGFRWOWNUBQEROUHPWHG XKMRWIK RXU +&0 V\VWHP DQG
DVVXPSWLRQV IRUKGMBDMNEIRUDWHG WKURXJK TXHULHYV
FRPSLOLQJ
G &ERQWH[WXDO LQIRURDWREBXODWLRQ LQFOXGHYVY LQWHUQDO HPSOR\HHV ZLWK IROORZLQJ HPSOR\HH FODVV DVVLJQHHVY DSSUHQWLFHV HPSOR\HHV

JUDGXDWHYV LQWHI
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H JOXFWXDWLRQV 7KH WRWDO WXUQRYHU RI HPIKHRWHHMORDWU RI HPSOR\HHV E\ JHR]J]RQH DQG JHQGHU

‘HVWHUQ (XURSHPDOH DQBDOH

&HQWUDO DQG (DVWHUIHPOORSBIQEDOH
1RUWK $PHULABPDOH DQBDOH

/IDWLQ $PHULABPDOH DQBDOH

$VLD 3DFLILF OLGGOH (DVWI DRI S$I WD O H

7KH WXUQRYHU RI HPSOR\HHV E\ DJH DQG JHQGHU
%YHORZ \HDUV R@&8DOH DQ®DOH

YYHWZHHQ \HDUVIRGBGOH DQB8DOH

$ERYH \HDUV RIGI&EDOH DQGDOH

<oziWz{ 70 JzW mo-

A WIlwjo W W{
D 1XPEHU RI ZRUNHUX@RMR WKH VHQVLWLYH QDWXUH RI FHUWDLQ GDWD VSHFLILF GHWDLOV ZLWKLQ *5, 6WDQGDUGYV UHJDUGLQJ RUJDQL]DWLRQDO LPSDFWV
HPSOR\HHV RSSRUWXQLWLHY KDYH EHHQ RPLWWHG IURP WKLV UHSRUW WR HQVXUH WKH SURWHFWLRQ Rl FRQILGHQWLDO LQIRUPDWLRQ

Lhnudgm mbd

0. WzmJImSW {+z€S€zW IJmU

A Solwo{_+_om ]
D *RYHUQDQFH VWU X RWXWH D Q FH
E &RPPLWWHHV RI WKRYHUQDQFH

KLIKHVW JRYHUQDQFH ERG\

1o0jW o\ "W A JAW{e
Jo.. WzmJImSW RoU™ m
0..Wz{WW_m] "W

A IImJJWIWme o\ _1wJS-{

D 5ROH RI WKH KLJKHRWHUOQDOQFH
JRYHUQDQFH ERG\ DQG RI
VHQLRU H[HFXWLYHYV
RUJDQL]DWLRQQOV SXUSRVH
YDOXH RU PLVVLRQ
VWDWHPHQWY VWUDWHJILHV
SROLFLHVY DQG JRDOV
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Xsq sdfx onkhbhdr mc oqg bshbdr

2J*WIWme om {€{*J _mMmJIRjW
A UW.. WjowlWme {ezJeW]"

D BWDWHPHQW DERXWHWWHU WR 6WDNHKROGHUV
UHOHYDQFH RI VXVWDLQDEOH
GHYHORSPHQW WR WKH
RUJDQL]DWLRQ DQG LWV
VWUDWHJ\

A 0] _S” Soll_<IWm-{

D 3ROLF\ FRPPLWPHOMXWIRMVY &aRQGXFW
UHVSRQVLEOH EXVLQHVYV
FRQGXFW

E 3ROLF\ FRPPLWPHQMWPDR) 51 JKWV
UHVSHFW KXPDQ ULJKWYV

F ILQNV WR WKH SRO&BRVV UHIHUHQFH WR JHOHYDQW SROLFLHYV
FRPPLWPHQWYV

G $SSURYDO RI SROLFRYHUQDQFH
FRPPLWPHQWYV ZLWKLQ WKH
RUJDQL]DWLRQ

H (IWHQW RI DSSOLFDRYIRIPWILOJ D FKDOQJILOJ UHIXODWRU\ HQYLURQPHQW

| &RPPXQLFDWLRQ R RSRIODHAVYV ZRQGXFW
FRPPLWPHQWYV

IRWUU_ m] woj_ S~
A Soll_<IWm-{

D (PEHGGLQJ WKURXWORMXNWHVYV 2aRQGXFW
DFEFWLYLWLHY DQG EXVLQHVYV
UHODWLRQVKLSYV

+XPDO 51 JKWV

3URVSHUIQJ )DUPHUV

"7ZKUIYI OJ 1IDWXUH

BXVWDI DDFIOMGLHQW YV

7/DOHQW GLYHUVLW\ HPSOR\HH HQJDJHPHQW DQG2KHDIHREDRWL RQIHW\ LV GHWDLOHG LQ

ZRPHQ DW "'LUHFWRU OHYHO

ZRPHQ DW 'LUHFWRU OHYHO LQ 6DOHYV
'H DUH FRPPLWWHG WR FRQWLQXH QXUWXULQJ DQ LQFOXVLYH HQYLURQPHQW ZKHUH HYHU\RQH LV JLYHQ WKH RSSRUWXQLW\ WR OHDUQ 1IXOILO WK
EH DW WKHLU EHVW

ZOSW{{W{ 0 ZWIWU _JW
A mWJJe .. W _TwJSe{_

D &RPPLWPHQWY LQ &HDVIOQJ SUHYHOWIQJ DOG PIWIJIDWIQJ DGYHUVH KXPDQ ULJKWV LPSDFWYV
UHPHGLDWLRQ RI (GHPHWEIYVYWI QO] DGYHUVH KXPDQ ULJKWYVY LPSDFWYV
LPSDFWYV
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E $SSURDFK WR LGHOMAHGOBGOQJ UHVSROVIFOH FXVIOHVV FROGXFW | OWR SROLFLHY DOG PDQDJHPHQW V\VWHPV
DGGUHVV JULHYDQFRMHVOWI I\l QJ DOG DVVHVVIQJ DGYHUVH KXPDQ ULJKWV LPSDFWV

F BURFHVVHV IRU UHPHBHGMIWIQJ DGYHUVH KXPDQ ULJKWYV LPSDFWYV
RI QHIJDWLYH LPSDFWYV

G 6WDNHKROGHU LQ®RRHIMHPHOWUHYHOWI 0J DOG PIWIJDWIOJ D3YHUVH KXPDQ ULJKWV LPSDFWYV
SEHPHGIDWI OJ DGYHUVH KXPDQ ULJKWVY LPSDFWYV

H (ITHFWLYHQHVV RI aNUHYHIIMHIHG L PSDFW 1 Q +XPDQ 5LJKWV
PHFKDQLVPV DQG
UHPHGLDWLRQ SURFHVVHYV

olwj_JIJmSW Tt _" jJt{ IJmU
A ZW]€jJe _om{

D 1XPEHU RI LQVWDQ®%BVWI&DOOHEDXW KDV QRW LGHQWLILHG VLJQLILFDQW ILQHV RU QRQ PRQHWDU\ VDQFWLRQV IRU QRQ FRPSOLDQFH ZLWK ODZV LQ WKH VRFLDO DQ!
QRQ FRPSOLDQFH ZIQMKKMDAWFDO \HDU
DQG UHJXODWLRQV

E 1XPEHU DQG PRQHWRMU\ D
YDOXH RI ILQHV

F '"HVFULSWLRQ RI LOY¥WDQ®DHV

G '"HWHUPLQDWLRQ R15, D
LQVWDQFHYV

A #WIRWz{" w J{{oS_Je_ _om{
D SDUWLFLSDWLRQ LQRWRNUHOEBYWQW
UROH %HOJLDQ &RQIHFWLRQDU\ $VVRFLDWLRQ &KRSUDELVFR %H\RQG &KRFRODWH %LVFRVXLVH %XQGHVYHUEDQG GHU "HXWVFKHQ 6XHVVZDUHQLQGXV)
IDWLRQDO &DQG\ $VVRFLDWLRQ &KRFRODWH DQG &RFRD $VVRFLDWLRQ Rl -DSDQ &KRFRVXLVVH &RFRD $VVRFLDWLRQ RI $VLD &RFRD OHUFK
$VVRFLDWLRQ RI $PHULFD &0%$% ',6&2 ()26= (XURSHDQ &RFRD $VVRFLDWLRQ (&% (XURSHDQ &RQIHFWLRQDU\ $VVRFLDWLRQ &DRELVFR

JHGHUDOLPHQWDUH )5,6&2 *,6&2 )$$53 )HGHUDWLRQ RI ODOD\VLDQ ODQXIDFWXUHU )(9,% )'3 ),$/ )1/ *$300 ,QGRQHVLD *(3(;

+XQELVFR ,QGH[ 1XRYR /HRQ ,QWHUQDWLRQDO &RFRD ,QLWLDWLYH ,QWHUQDWLRQDO &RFRD 2UJDQL]DWLRQ ,1& ,QWHUQDWLRQDO 1XW DQG 'l
,OGRQHVLD &RFRD $VVRFLDWLRQ -DSDQ ,QWHUQDWLRQDO &RRSHUDWLRQ $JHQF\ -,&% ODOD\VLD &RFRD %RDUG 1DWLRQDO &RQIHFWLRQHUV $VVI
3ROELVFR 3URGXOFH 6*/+ 6LQJDSRUH ODQXIDFWXULQJ )HGHUDWLRQ 6:,66&2 69/4 69* 9%= 8QLRQH ,QG /, 9&2 :RUOG &RFRD )RXQGDWLRQ

&)
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Xs jdgnkcdg dmf fdldms

wWwzoJS” e0 {¢JiIWr0OjUWZ
A WmJJIWIWme

D $SSURDFK WR HQJ-Q-)(LLDI:DSSURDFK, WR PDWHULDOLW\
ZLWK VWDNHKROGHUYV

OjjWSe_ .. W RJz]J_m_m]
A J]ZWWIWm-«{

D 3HUFHQWDJH RI HPS-ORARHBWDJH Rl HPSOR\HHVY FRYHUHG E\ FROOHFWLYH EDUJDLQLQJ DJUHHPHQWV LV
FRYHUHG E\ FROOHFWLYH
EDUJDLQLQJ DJUHHPHQWYV

E &RQGLWLRQV IRU HPBOR\ KD OMERIWIRPRFSOHPHQWRGRIXRI & RQEXFEWSHFLILHY RXU PDLQ SULQFLSOHY RQ KRZ ZH WUHDW RXU SHRSOH ,W GHILQHYV
QRW FRYHUHG E\ FRIODUANPLEM QFKPDUNY LQ UHVSHFW RI SUDFWLFHV PHDVXUHV DQG FRQWUROV WR EH UHVSHFWHG E\ DQG ZLWKLQ RXU HQWLWLHV ZRUOGZL
EDUJDLQLQJ DJUHHMPHOQWFHQWDWLRQ RI WKLV SROLF\ LV PDQGDWRU\ IRU DOO RXU HQWLWLHVY DQG DSSOLHV WR DOO %DUU\ &DOOHEDXW HPSOR\HHV ZRUOGZLG
LPSOHPHQWDWLRQ RI WKLV SROLF\ ZH SXW LQ SODFH D IRXQGDWLRQ IRU DGKHUHQFH WR WKH 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV WKH ,
/IDERU 2UJDQL]DWLRQQOV ,/2 'HFODUDWLRQ RQ )XQGDPHQWDO 3ULQFLSOHV DQG 5LJKWV DW :RUN (7, %DVH &RGH ORFDO QDWLRQDO DQG LQWHUQD
DQG VWDQGDUGY DV ZHOO DV WR FXVWRPHUV®O H[SHFWDWLRQV DQG UHTXLUHPHQWYV

LWN @ R sdgh k Ynohbr

lhrbknrtgdr nm | sdgh k snohbr

.ZOSW{{ 0 UWeWz| mW

A 1JeWz_Jj sow_S{
D "HVFULSWLRQ Rl WRMUSDRFHNBFK WR PDWHULDOLW\
IRU GHWHUPLQLQJ PDWHULDO
WRSLFV
E 6WDNHKROGHUV D@XU[BERSWRDFK WR PDWHULDOLW\

FRQVXOWHG

A ! {0\ 1JeWz Jj cow_S{
D /JLVW RI PDWHULDC2WR DNFSWURDFK WR PDWHULDOLW\
E &KDQJHV WR SUHYPRXWVDSSURDFK WR PDWHULDOLW\
UHSRUWLQJ SHULRG

A #IMI|WIWme wwzoJSH

ODQDJHPHQW RI PDAXHUDDR®URDFK WR PDWHULDOLW)\
WRSLFV
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R sdghlkrbknrtqdr

LWN @== Jmuhgnmldms k Xs mc qcr
mWz]~
(QHUJ\ FRQVXPSWLRAHUI\ FRQVXPSWLRQ UHIHUV WR WKH HQHUJ\ FRQVXPHG E\ RXU IDFWRUOLKHV2RQYGRZ KW KKVZPFRQVNXPSRWRQ JULG
ZLWKLQ WKH RUJDQL]DWQA:KQLY FRPLQJ IURP UHQHZDEOH VRXUFHYVY UHSUHVHQWLQJ RI %DUU\ &DOOHEDXWiOV FRQVXPSWLRQ 5HQHZDEOH VRXUFHV LQFOXGH UHQHZD

HOHFWULFLW\ IURP WKH JULG RQVLWH SURGXFHG DQG VHOI FRQVXPHG VRODU DQG ZLQG HOHFWULFLW\ ELRJDV DQG HQHUJ\ SURGXFHG E\ VKHOO E
JDV FRQVXPSWLRQ ZOX 7RWDO HOHFWULFLW\ FRQVXPSWLRQ IURP QRQ UHKQHZDEOH VRXUFHV ZDV
6HH DOYMR RUDMM-UDQVSRUW

(QHUJ\ LOQWHQVLW\(QHUJ\ LQWHQVLW\ UDWLR SHU PHWULFNVIR QX\OMWQ JRD \D W QDRIPLQDWRU WKH DFWLYLW\ LQ OW GHYHORSHG DW IDFWRU\ OHYHO

<J.W2Z
:DWHU ZLWKGUDZDM®@MWHU XVDJH LV FRYHUHG LQ RXU (QYLURQPHQWDO $XGLWV ‘H PRQLWRU RXU ZDWHU FRQVXPSWLRQ RQ D PRQWKO\ EDVLV DQG DQDO\]JH WKH WU
VRXUFH UHGXFH FRQVXPSWLRQ WKURXJK LPSURYHPHQW SURMHFWY :DWHU FRQVXPSWLRQ DQG PDQDJHPHQW RI ZDWHU HIIOXHQWYV DUH NH\ FRPSRQHQWYV

(QYLURQPHQWDO 5LVN $VVHVVPHQW VWDQGDUG ZKLFK ZDV SXEOLVKHG LQ -XO\ DQG LV EHLQJ LPSOHPHQWHG DFURVYV DOO RXU IDFWRULHV
7RWDO YROXPH Rl ZDWHU ZLWKGPDIRFEZPXQLFLSDO ZDWHU VXSSOLHVY DUWHVLDQ ZHOOV DQG RWKHU SXEOLF RU SULYDWH ZDWHU XWLOLWLHYV
%DUU\ &DOOHEDXW KDV FRPPLWWHG WR UHGXFH ZDWHU FRQVXPSWLRQ ZLWK D UHGXFWLRQ \HDU RQ \HDU DQG EH HQYLURQPHQWDO ZDWHU QI
,Q DGGLWLRQ %DUU\ &DOOHEDXW FRQWLQXHV WR ZRUN RQ D QHZ DQG LQWHJUDWHG VWUDWHJILF ZDWHU PDQDJHPHQW DSSURDFK 7KLV ZL
UHSRUWLQJ RQ ZDWHU ZLWKGUDZDO SHU VRXUFH LQ WKH IXWXUH 2YHUDOO JURZWK LQ FRQVXPSWLRQ LV PDLQO\ UHODWHG WR WKH SURJUHVVLYF
VLWHV %DUU\ &DOOHEDXWGOV :DWHU 5LVN ODQDJHPHQW ZDV GHYHORSHG DQG LV EDVHG RQ ::) FULWHULD
%DUU\ &DOOHEDXWGOV RYHUDOO ZDWHU XVDJH LV OLPLWHG DQG SULPDULO\ IRFXVHG RQ XWLOLWLHV VXFK DV VWHDP JHQHUDWLRQ ZDUP FROG ZD
DQG JHQHUDO K\JLHQH SXUSRVHV 5HJDUGLQJ ZDWHU GLVFKDUJH ZH HQVXUH WKDW RXU ZDWHU HIIOXHQWY DUH HLWKHU WUHDWHG LQ RXU RZQ
WUHDWPHQW SODQWY RU VHQW WR PXQLFLSDOLW\ RU VLWH HQFODYHV WKDW KDYH FRQWURO PHDVXUHV LQ SODFH IRU ZDVWHZDWHU WUHDWPHQW
'H SULRULWL]H UDLVLQJ DZDUHQHVV DPRQJ RXU WHDPV DQG LPSOHPHQWLQJ YDULRXV ORFDO LQLWLDWLYHV VXFK DV LQYHVWPHQWY LQ UHYHUVH
DQG VPDUW ZDWHU PHWHULQJ :KLOVW ZDWHU ZDV QRW LGHQWLILHGRX PRI DM VIEY 1Y VABHNGRPRHAQGAH UV LQ RXU ODWHVW

UHFRJQL]H DQG DGDSW WR WKH ULVN SRVHG E\ SRWHQWLDO ZDWHU VKRUWDJH IURP WKH HIIHFWV RI FOLPDWH FKDQJH )RU H[DPSOH ZH DUH PLWL
HITHFWV RI FOLPDWH FKDQJH ZLWK WRHURBNH\VAHWVDUVH GRLQJ LQ

__ouU_..wz{ "

+DELWDWYV SURWH BWHRIRWHVWU\ DQG VKDGH PDODJHPHQW LQ FRFRD
UHVWRUHG

|_{{_om{

SHGXFWLRQ RI *+* $GYDOFIQJ RQO RXU 1HW =HUORU-RXUWIHADWXUH VHFWLRQ
HPLVVLRQV

1LWURJHQ R[LGHV WRPU\ &DOOHEDXW UHVSHFWV OHJDO UHTXLUHPHQWYV IRU HPLVVLRQ OHYHOV LQ HDFK FRXQWU\ RI RSHUDWLRQ ,Q WKH &RPSDQ\ KDV QRW

VXOIXU R[LGHV 62VLIXQEGLFDQW ILQHV IRU H[FHHGLQJ WKH OHJDO OLPLWV $W WKH PRPHQW %DUU\ &DOOHEDXW GRHV QRW WUDFN 12[ DQG 62[ HPLVVLRQV LQ W

RWKHU VLIQLILFDQWRMNWAIULQWLQJ WRRO

HPLVVLRQV OHDVXUHV RI GLITHUHQW SDUDPHWHUV DUH IROORZHG GHSHQGLQJ RQ WKH HTXLSPHQW VL]H DQG ORFDO OHJLVODWLRQ VR D YDULHW\ RI IUHTXHQF
DQRG SDUDPHWHUYV DUH WUDFNHG LQ PDQ\ FDVHV EH\RQG 12[ RU 62] L H GXVW RU VPRNH ZLWK 763 630 RU 30
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2€wWwW] Wz m... _ zomlWmeJj
{{W{{IWm-e

1HIJDWLYH HQYLURDRHIOW DO 1DWXUH
LPSDFWV LQ WKH VXSSO\
FKDLQ DQG DFWLRQV WDNHQ

LWN == Xnbh k Ynohbr

A _jUu 1JRoz

2SHUDWLRQV DQG-VXBBOIEHIJJ‘KWV
DW VLIJQLILFDQW ULVN IRU
LQFLGHQWY RI FKLOG ODERU

1 ]re{ o\ mU_JWmo€({
.Wow]W{

,QFLGHQWYV RI YLROTAMIGRII\D] UHVSRQVIFOH EXVIQHVV FRQGXFW I QWR SROLFLHV DQG PDQDJHPHQW VA\VWHPV
LQYROYLQJ ULJKWV RI
LQGLIJHQRXV SHRSOHYV

€lIm 1 _J7e{ {{W{{IWwm=

2SHUDWLRQV WKDWGKHTMHI I\1 OJ DOG DVVHVVI QI DGYHUVH KXPDQ ULJKWV LPSDFWYV
EHHQ VXEMHFW WRIKRBOBVYXAHEHIRQ +XPDQ 5LIJIKWYV

ULJKWYV UHYLHZV RU LPSDFW

DVVHVVPHQWYV

'loSJ] oll€m_« W{

2SHUDWLRQV ZLWEK GREWOI\I Q] DOG DVVHVVIQJ DGYHUVH KXPDQ ULJKWV LPSDFWYV

FRPPXQLW\ HQJDJIHRAHYMWN QJ SUHYHQWIQJ DQG PIWIJIDWIQJ DGYHUVH KXPDQ ULJKWV LPSDFWYV
LPSDFW DVVHVVPHQWYV DQG

GHYHORSPHQW SURJUDPYV

2€wwj_Wz 20S_Jj
{{W{{IWm-e

THIJDWLYH VRFLDO AXP\SMMBWMYDIFOH QJUHGLHQWYV
WKH VXSSO\ FKDLQ DQG
DFWLRQV WDNHQ
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Snm!R sdqghhkbknrtqgdr

LWN ?== Jbnmnlhb Ynohbr

SomoI=S Wz\ozlIJmSW

'LUHFW HFRQRPLF YN®IXM HFRQRPLF YDOXH JHQHUDWHG DQG GLVWULEXWHG (9* ' LQ WKRXVDQGYV
JHQHUDWHG DQG G(IRRQRIPEXWH® XH JHQHUDWHG &+)

(FRQRPLF YDOXH GLVWULEXWHG
&RVW RI JRRGV VROG &+ODUNHWLQJ DQG VDOHV H[SHQVHQHBBD DQG DGPLQLVWUDWLRQ H[SHQVHV &+)
2WKHU H[SHQVHV LQFRPH QHMHWG&+LQRDQFH H[SHQVH &} RPH WD[ H[SHQVHV &+)

1HW SURILW DWWULEXWDEOH WR
6KDUHKROGHUV Rl %DUU\ &DOOHEDXW $* &+)
1RQ FRQWUROOLQJ LQWHUHVW &+)

(FRQRPLF YDOXH UHWDLQHG &+)

JLODQFLDO LPSOLFIIWNRITMH DT '
RWKHU ULVNV DQG
RSSRUWXQLWLHV GXH WR
FOLPDWH FKDQJH

mU_zWSe WSomol_S _IwJSe-

6LIJQLILFDQW LOQGLBIHMNNV2YHUYLHZ
HFRQRPLF LPSDFWYV

me ASozz€we om

2SHUDWLRQV DVVHMYMWMGOIHRYN ZRQGXF W
ULVNV UHODWHG WR FRUUXSWLRQ

SRPPXOLFDWLROQ C&®RPPXOIFDWIRO DOG WUDIOILOJ DERXW DOWI FRUUXSWLRQ SROLFLHY DOG SURFHGXUHV
WUDLQLQJ DERXW DQWL

FRUUXSWLRQ SROLFLHV DQG

SURFHGXUHYV

&RQILUPHG LQFLGIR@®REPXRIIFDWIRQ DOG WUDIQIQJ DERXW DOWI FRUUXSWLRQ SROLFLHVY DQG SURFHGXUHYV
FRUUXSWLRQ DQG DFWLRQV
WDNHQ

me ASolwWe « .. W WAJ... 0z

/HJDO DFWLRQV IROKHQWLZHUH QR FDVHV RI OHJDO DFWLRQV SHQGLQJ RU FRPSOHWHG GXULQJ WKH UHSRUWLQJ SHULRG UHJDUGLQJ DQWL FRPSHWLWLYH EHKDYLRU D
FRPSHWLWLYH EHKDYWRUNUXVW DQG PRQRSRO\ OHJLVODWLRQ LQ ZKLFK %DUU\ &DOOHEDXW KDV EHHQ LGHQWLILHG DV D OLWLJDQW

DQWL WUXVW DQG PRQRSRO\

SUDFWLFHYV




WI55< &SIT(NI87T S Ew 5HSRUW

LWN

$

7

QXDO 6RFLDO DQG (\QYLURCQIﬁ"n‘“n"
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== Xnbh k Ynohbr

Ilwjo " ITWme

1HZ HPSOR\HH KLUHY WRIK UHSRUWLQJ SHULRG %DUUQRDEBPRPEHERMIMHKLUHG
HPSOR\HH WXUQRY&H3JOLW E\ DIHHPSOR\HHV EHORZ \HDHUIR/SRBGHAHY EHWZHHQ \HPSORGIGY DERYH \HDUV ROG

6SOLW E\ JHQGHRDOH DQ®DOH HPSOR\BEHWK QR JHQGHU LQGLFDWLRQ

6SOLW E\ UHJLRQHVWHUQ (XURBBHQWUDO DQG (DVWHOQQLRUWRSHPHURFMWLQ $PHUWPRIDR\HHY LQ $VLD
3DFLILF OLGGOH (DVW DQG $IULFD

JRU HPSOR\HHV WXARQRYHU VHH

&SS€wJe omJ] W]jen

Ny2J\We"

7\SHV RI LOMXU\ DORBVMMBWHSJ D VDIH DOG XQLTXH ZRUNSODFH
RI LQMXU\ RFFXSDWLRQDO
GLVHDVHV ORVW GD\V DQG
DEVHQWHHLVP DQG QXPEHU

RI ZRUN UHODWHG

IDWDOLWLHYV

5zJ_m_m] JmU U€SJe_om

BURJUDPV IRU XSJUBGYQHDU RXU PDLQ IRFXV LQ SHRSOH GHYHORSPHQW zZDV WR HQDEOH OHDGHUY DQG HPSOR\HHV WR WKULYH WKURXJK WUDQVIRUPDWLRQ WR LP
HPSOR\HH VNLOOVIDHQ® /HYHO WKURXJKRXW DOO OHYHOV RI WKH RUJDQL]DWLRQ DQG WR EXLOG DQG UHWDLQ FULWLFDO IXQFWLRQDO FDSDELOLWLHYV
WUDQVLWLRQ DVVLHUWDIQH SHG RXU OHDGHUV WR GULYH FXOWXUDO DQG RUJDQL]DWLRQDO FKDQJH WKURXJK RSHUDWLQJ PRGHO ZRUNVKRSVY D FKDQJH PDQDJHPHQ

SURJUDPYV

DQG FXOWXUDO DZDUHQHVYVY WUDLQLQJ SDUWORXODUY X ZILGHKY W 6 HKIBMEDE@VKQRAB XY QHZ LQWHUDFWLYH ,QGLYLGXDO

'HYHORSPHQW 30DQ ,'3 ZRUNERRN ZDV ODXQFKHG WR VXSSRUW PHDQLQJIXO FDUHHU FRQYHUVDWLRQV DQG VHOI GULYHQ JURZWK DQG D JOREDO P
SROLF\ ZDV FUHDWHG WR IRVWHU JURZWK WKURXJK WUDGLWLRQDO SHHU DQG UHYHUVH PHQWRULQJ 7UDLQHG PHQWRUYVY DUH QRZ DYDLODEOH WF
GHYHORSPHQW DQG NQRZOHGJH H[FKDQJH

7R VWUHQJIJWKHQ IXQFWLRQDO FDSDELOLWLHVY ZH ODXQFKHG WKH &RPPHUFLDO ([FHOOHQFH /HDUQLQJ $FDGHP\ UHDFKLQJ &EXVWRPHU %XV
'HYHORSPHQW &%' FROOHDJXHV ZLWK WDLORUHG OHDUQLQJ PDSSHG WR NH\ UROHV 7KLV VHUYHG DV D EOXHSULQW IRU IXUWKHU $FDGHPLHV LQFC
ODUNHWLQJ DQG PRUH $V SDUW RI WKH %DUU\ &DOOHEDXW 2SHUDWLQJ 6\VWHP %&26 ZH LQWURGXFHG D 3HRSOH &DSDELOLW\ 3LOODU WR VWD
JOREDO GHYHORSPHQW SUDFWLFHY DQG GULYH FDSDELOLW\ EXLOGLQJ LQ HDFK RI RXU VLWHV )LQDOO\ WKH *%6 $FDGHP\ ZDV HVWDEOLVKHG WR
KXEV ZLWK WKH ULJKW H[SHUWLVH DQG PLQGVHW IRU VFDODEOH LPSDFW 7KHVH LQLWLDWLYHYVY UHIOHFW RXU FRPPLWPHQW WR HPSRZHULQJ HPSO
WUDQVIRUPDWLRQ DQG EXLOGLQJ IXWXUH UHDG\ FDSDELOLWLHY DFURVV WKH RUJDQL]DWLRQ

. Wz{ " IJmU y€7J]j

&wwoze€m

'LYHUVLW\ RI JRYH®Q@DQBEHRI "'LUHPWRBVPHPEHUVIBRBOH PHPERHPEHU XQGHU \HDPUHW RO EHWZHHQ \HDUV ROG DQG
ERGLHVY DQG HPSORHPEHUYV DERYH \HDUV ROG

([HEXWLYH &RPPIPDWHHPHPEHUVIHDRDAOH PHPEPKHPEHU XQGHU \HPWHWP IRFOG EHWZHHQ \HDUV ROG DQG
PHPEHUVY DERYH \HDUV ROG
7KH &RPSDQ\ KDIGIPDOH DQ®DOH HPSOR\HHV

RI HPSOR\HHV DUH EHORZ RHBBY RFOEHY DUH EHWZHHQ R\HIPSS\VORXHGHY DUH DERYH \HDUV ROG
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HWTXXVJIKJIJWJISHJ YT WJQJ[F

UTQNHNJX

$W %DUU\ &DOOHEDXW RXU YDOXHV UHSUHVHQW D PLQGVHW DQG ZD\ RI GRAQIWBKXEL@HVYV WKRBWsE\JWRRPLWHHG WR
JHOQHUDWLQJ VXVWDLQDEOH HDUQLQJY RYHU WLPH DQG FUHDWLQJ ORQJ WhIBROPERW IR 3 RIDOEX W WOIRNA R RQGIHBRY P HRWRRMH3IROLF\ VHWYV RXW WKH GLUHFWLRQV I

QPHQWDO LPSDFW RI RXU EXVLQHVYV

GHGLFDWHG WR UXQQLQJ DOO RXU RSHUDWLRQV ZLWK WUDQVSDUHQF\ DQG LQWHJULW\ LQF@ﬁé&é@ﬁUW@%@Q@G%@?QﬁNV boG SRVVLEOL LPSDEW RI RXU @
(QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH (6* PDQDJHPHQW DQG ULVNV :H DUH FRPPLWWHhGFYRLRBDVQYURIGXEQ@IRQ DFWLYLWLHY DOG VXSSO\ FKDLO

UREXVW SURFHGXUHV WKDW IRVWHU FRQVLVWH®W E\/HLQ)[RQ‘V\VEIDIH@WWRWWW?&“{&RRSQ,DGPDS

7KLY URDGPDS RXWOLQHV RXU VWUDWHIJ\ WR GHFDUERQL]H RXU HQW

RXU PRVW UHTXHVWHG SROLFLHV )RU D FRPSUHKHQVLYH OLVW RI RXU SROLFLHV DQG SRVLWARQ /W OM HRKGMWVwWR @HPMHH MIREIDW zDUPLQJ WR GHJUHHV &¢F

RXU GHGIFDWHG SDJH

WDUJHWYV IRU DQG DFKLHYH 1HW =HUR E\

AXDO1 W\ OLVVLRQ 2XU 4XDOLW\ OLVVLRQ LV LQWHJUDWHG ZLWK ERWK WKH %DUU\ &DO

=HUR SURJUDP |JHUR DFFLGHQWYV ]JHUR GHIHFWV ]JHUR GHOD\V

&RGH RI ERRQGXFW 2XU &RGH RI 4RQGXFW LV D SUDFWLFDO JXLGH IRU DOO HPSOR\HHYV

SRWHQWLDO FRQIOLFWY RI LQWHUHVWY DQG RWKHU HWKLFDO GLOH
RXU EXVLQHVY OLYHV 7KH SULQFLSOHV DQG JXLGHOLQHV IRU EHKD
Rl §RQGXFW

XSSOl HU &RGH DQG_GZO(VUNBXQSGDHHU &RGH DQG 6XVWDLQDEOH 6RXUFLQJ 3ROLFLHV OD\ R

6RXUFI QJ 3ROLFLHY VXVWDLQDEOH VRXUFLQJ DFWLYLWLHV DQG UHIOHFW RXU )RUHYF

DPELWLRQV

*ORFDO +5 /DFRU 3ROL/AKLY SROLF\ GHILQHYVY PLQLPXP EHQFKPDUNV LQ UHVSHFW RI SUD

FRQWUROV WR EH UHVSHFWHG E\ DQG ZLWKLQ RXU HQWLWLHYV ZRUO
WKLY SROLF\ LV PDQGDWRU\ IRU DOO RXU HQWLWLHV DQG DSSO
HPSOR\HHV DQG PDQDJHUV ZRUOGZLGH

+XPDQ 51 JKWV 6WDWHPKIOW VWDWHPHQW GHVFULEHV %DUU\ &DOOHEDXWOV DSSURDEFK

VDIHIXDUGLQJ KXPDQ ULJKWV DQG HQVXULQJ WKDW VODYHU\ DQG K
WDNLQJ SODFH LQ DQ\ SDUW RI RXU EXVLQHVV DQG RXU VXSSO\ FKI
DQG LV PDGH LQ DFFRUGDQFH ZLWK &DQDGDGV )LIJKWLQJ $JDLQVW )
IDERXU LQ 6XSSO\ &KDLQV $FW WKH 8QLWHG .LQJGRPOV ORGHUQ
WKH &DOLIRUQLD 7UDQVSDUHQF\ LQ 6XSSO\ &KDLQV $FW R
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