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DYNAVAX TECHNOLOGIES CORPORATION
2100 Powell Street, Suite 900
Emeryville, California 94608
NOTICE OF 2020 ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 28, 2020
Dear Stockholder:
You are cordially invited to attend the 2020 Annual Meeting of Stockholders (the ‘‘Annual Meeting’’) of
Dynavax Technologies Corporation, a Delaware corporation (the ‘‘Company’’). The Annual Meeting will be held
virtually on May 28, 2020, at 9:00 a.m. Pacific Time at www.virtualshareholdermeeting.com/DVAX2020.
The Annual Meeting will be held online only and you will not be able to attend the Annual Meeting in
person. You will be able to vote your shares electronically by Internet or by phone and submit questions online
during the Annual Meeting by logging in to the website listed above using the 16-digit control number included
in your Notice of Internet Availability of Proxy Materials, on your proxy card or on the instructions that
accompanied our proxy materials. Online check-in will begin at 8:45 a.m. Pacific Time and should allow ample
time for the check-in procedures. The Annual Meeting is being convened for the following purposes:
1. To elect our three nominees for Class II directors to hold office until the 2023 Annual Meeting of
Stockholders or until their respective successors are duly elected and qualified.
2. To approve an amendment to the Company’s Sixth Amended and Restated Certificate of Incorporation,
as amended, to increase the authorized number of shares of common stock from 139,000,000 to
278,000,000.
3. To approve an amendment and restatement of the Dynavax Technologies Corporation 2018 Equity
Incentive Plan (the ‘‘2018 EIP’’) to, among other things, increase the aggregate number of shares of
common stock authorized for issuance under the 2018 EIP by 7,600,000.
4. To approve, on an advisory basis, the compensation of the Company’s named executive officers, as
disclosed in the Proxy Statement accompanying this Notice.
5. To ratify the selection of Ernst & Young LLP as the independent registered public accounting firm of
the Company for its fiscal year ending December 31, 2020.
6. To conduct any other business properly brought before the meeting or any adjournment(s) thereof.
These items of business are more fully described in the accompanying Proxy Statement.
The record date for the Annual Meeting is April 6, 2020 (the ‘‘Record Date’’). Only stockholders of record
at the close of business on that date may vote at the meeting or any adjournment thereof. The Company’s list of
stockholders as of April 6, 2020 will be available for inspection for the 10 days prior to the Annual Meeting. In
addition, the list of stockholders will also be available during the Annual Meeting through the meeting website
for those stockholders who choose to attend.
Important Notice Regarding the Availability of Proxy Materials for the 2020 Annual Meeting of
Stockholders to Be Held Virtually at 9:00 a.m., Pacific Time, on May 28, 2020 at
www.virtualshareholdermeeting.com/DVAX2020.
The Proxy Statement and Annual Report to Stockholders for the year ended December 31, 2019 are
available at www.proxyvote.com.
The Board of Directors recommends that you vote FOR the proposals identified above.
By Order of the Board of Directors
/s/ Steven N. Gersten
Steven N. Gersten
Secretary
Emeryville, California
April 17, 2020
Your vote is very important, regardless of the number of shares you own. Whether or not you expect to
attend the virtual Annual Meeting, please complete, date, sign and return the proxy mailed to you, or vote
over the Internet or by phone as instructed in these materials, as promptly as possible in order to ensure
your representation at the Annual Meeting. Even if you have voted by proxy card or over the Internet or
by phone, you may still vote electronically during the Annual Meeting.

DYNAVAX TECHNOLOGIES CORPORATION
2100 Powell Street, Suite 900
Emeryville, California 94608
PROXY STATEMENT
FOR THE 2020 ANNUAL MEETING OF STOCKHOLDERS
To be Held on May 28, 2020
QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING
Why did I receive a notice regarding the availability of proxy materials on the Internet?
We have sent you the proxy notice because the Board of Directors (the ‘‘Board’’) of Dynavax Technologies
Corporation (the ‘‘Company,’’ ‘‘Dynavax,’’ ‘‘we’’ or ‘‘us’’) is soliciting your proxy to vote at the 2020 Annual
Meeting of Stockholders (the ‘‘Annual Meeting’’).
In accordance with the rules adopted by the Securities and Exchange Commission (the ‘‘SEC’’), instead of
mailing a printed copy of our proxy materials, including our annual report, we have decided to provide access to
these materials via the Internet. Accordingly, on or about April 17, 2020, we will begin mailing a Notice
Regarding Internet Availability of Proxy Materials (the ‘‘Notice’’), to stockholders of record as of April 6, 2020
(the ‘‘Record Date’’), and will have posted our proxy materials on the website referenced in the Notice
(www.proxyvote.com). As more fully described in the Notice, all stockholders may choose to access our proxy
materials on that website, and any stockholder may request a printed set of such materials as follows:
•

by telephone: call 1-800-579-1639 free of charge and follow the instructions;

•

by Internet: go to www.proxyvote.com and follow the instructions; or

•

by e-mail: send an e-mail message to sendmaterial@proxyvote.com. Please send a blank e-mail and
insert the 16-Digit Control Number located in your Notice in the subject line.

Please note that you do not need to attend the Annual Meeting to vote your shares. Instead, you may vote
before the Annual Meeting by Internet, by phone or by proxy using a proxy card that you may request or that we
may elect to deliver at a later time.
Will I receive any proxy materials by mail other than the Notice?
No, you will not receive any other proxy materials by mail unless you request a paper copy of the proxy
materials.
How do I attend the Annual Meeting?
The Annual Meeting will be held virtually on May 28, 2020 at 9:00 a.m. Pacific Time at
www.virtualshareholdermeeting.com/DVAX2020. The Annual Meeting will be held online only. During the
meeting, you will be able to vote your shares electronically by Internet and submit questions online by logging in
to the website listed above using the 16-digit control number included in the Notice, or you may vote before the
meeting by using a proxy card that you may request or that we may elect to deliver at a later time. You may also
vote by phone before the meeting by calling 1-800-690-6903. Online check-in for the Annual Meeting will begin
at 8:45 a.m. Pacific Time and you should allow ample time for the check-in procedures. You may submit
questions during the meeting by visiting www.virtualshareholdermeeting.com/DVAX2020. We will respond to as
many appropriate inquiries at the Annual Meeting as time allows.
You may vote your shares electronically before the meeting by Internet, by phone or by proxy using a proxy
card that you may request or that we may elect to deliver at a later time, and you do not need to access the
virtual Annual Meeting to vote if you submitted your vote via Internet, phone or proxy card in advance of the
Annual Meeting.
Who can vote at the Annual Meeting?
Only stockholders of record at the close of business on the Record Date will be entitled to vote at the
Annual Meeting. On the Record Date, there were 87,599,440 shares of common stock outstanding and entitled to
vote.
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Stockholder of Record: Shares Registered in Your Name
If on the Record Date, your shares were registered directly in your name with our transfer agent,
Computershare, then you are a stockholder of record. As a stockholder of record, you may vote by Internet
before or during the Annual Meeting, or before the Annual Meeting by using a proxy card that you may request
or that we may elect to deliver at a later time. You may also vote by phone before the meeting by calling
1-800-690-6903. Whether or not you plan to attend, we urge you to fill out and return the proxy card or vote by
Internet or by phone before the Annual Meeting to ensure your vote is counted.
Beneficial Owner: Shares Registered in the Name of a Broker or Bank
If on the Record Date, your shares were held, not in your name, but rather in an account at a brokerage
firm, bank, dealer or other similar organization, then you are the beneficial owner of shares held in ‘‘street
name’’ and the Notice is being forwarded to you by that organization. Simply follow the voting instructions in
such notice to ensure that your vote is counted. The organization holding your account is considered to be the
stockholder of record for purposes of voting at the Annual Meeting. As a beneficial owner, you have the right to
direct your broker or other agent regarding how to vote the shares in your account. You are also invited to attend
the Annual Meeting. To vote live at the Annual Meeting, follow the instructions after logging into the meeting
website.
What am I voting on?
We are asking you to vote on five proposals:
1.

To elect our three nominees for Class II directors to hold office until the 2023 Annual Meeting of
Stockholders or until their respective successors are duly elected and qualified.

2.

To approve an amendment to the Company’s Sixth Amended and Restated Certificate of Incorporation,
as amended, to increase the authorized number of shares of common stock from 139,000,000 to
278,000,000.

3.

To approve an amendment and restatement of the Dynavax Technologies Corporation 2018 Equity
Incentive Plan (the ‘‘2018 EIP’’) to, among other things, increase the aggregate number of shares of
common stock authorized for issuance under the 2018 EIP by 7,600,000.

4.

To approve, on an advisory basis, the compensation of the Company’s named executive officers, as
disclosed in the Proxy Statement accompanying this Notice.

5.

To ratify the selection of Ernst & Young LLP as the independent registered public accounting firm of
the Company for its fiscal year ending December 31, 2020.

Why are we proposing to increase the authorized number of shares of common stock pursuant to
Proposal 2?
We desire to have additional shares available to provide additional flexibility to use our capital stock for
business and financial purposes in the future. The additional shares may be used for various purposes without
further stockholder approval. These purposes may include raising capital; providing equity incentives to
employees, officers or directors; establishing strategic relationships with other companies; expanding our business
or product candidates through the acquisition of other businesses or products; and other purposes related to our
business. The additional shares of common stock that would become available for issuance if the proposal were
adopted could also be used by us to oppose a hostile takeover attempt or to delay or prevent changes in control
or our management.
What is the Board’s recommendation?
The Board recommends that you vote ‘‘For’’ each of the five proposals.
What if another matter is properly brought before the Annual Meeting?
The Board knows of no other matters that will be presented for consideration at the Annual Meeting. If any
other matters are properly brought before the Annual Meeting, it is the intention of the persons named in the
accompanying proxy to vote on those matters in accordance with her or his best judgment.
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How do I vote?
You may either vote ‘‘For’’ all the nominees to the Board or you may ‘‘Withhold’’ your vote for any
nominee you specify. For each of the other matters to be voted on, you may vote ‘‘For’’ or ‘‘Against’’ or abstain
from voting. The procedures for voting are fairly simple:
Stockholder of Record: Shares Registered in Your Name
If you are a stockholder of record, you may vote by Internet before or during the Annual Meeting, by phone
before the Annual Meeting or by proxy before the Annual Meeting using a proxy card that you may request or
that we may elect to deliver at a later time. Whether or not you plan to attend the Annual Meeting, we urge you
to vote to ensure your vote is counted.
•

To vote using the proxy card, simply complete, sign and date the proxy card that may be delivered and
return it promptly in the envelope provided. If you return your signed proxy card to us before the
Annual Meeting, we will vote your shares as you direct.

•

To vote by phone, call 1-800-690-6903 free of charge and follow the recorded instructions. You will be
asked to provide the control number from the Notice. Your telephone vote must be received by
11:59 p.m., Eastern Time on May 27, 2020 to be counted.

•

To vote through the Internet before the meeting, go to www.proxyvote.com and follow the on-screen
instructions to complete an electronic proxy card. You will be asked to provide the control number
from the Notice. Your Internet vote must be received by 11:59 p.m., Eastern Time on May 27, 2020 to
be counted.

•

To vote through the Internet during the meeting, please visit
www.virtualshareholdermeeting.com/DVAX2020 and have available the 16-digit control number
included in your Notice.

Beneficial Owner: Shares Registered in the Name of Broker or Bank
If you are a beneficial owner of shares registered in the name of your broker or other agent, you should
have received a notice containing voting instructions from that organization rather than from Dynavax. Simply
follow the voting instructions in such notice to ensure that your vote is counted. To vote live at the Annual
Meeting, follow the instructions after logging into the meeting website.
How many votes do I have?
On each matter to be voted upon, you have one vote for each share of common stock you own as of the
Record Date.
What happens if I do not vote?
Stockholder of Record: Shares Registered in Your Name
If you are a stockholder of record and do not vote before the Annual Meeting by phone or by using a proxy
card that you may request or that we may elect to deliver at a later time, or through the Internet before or at the
Annual Meeting, your shares will not be voted.
Beneficial Owner: Shares Registered in the Name of Broker or Bank
If you are a beneficial owner and do not instruct your broker, bank, or other agent how to vote your shares,
the question of whether your broker or nominee will still be able to vote your shares depends on whether the
applicable stock exchange deems the particular proposal to be a ‘‘routine’’ matter. Brokers and nominees can use
their discretion to vote ‘‘uninstructed’’ shares with respect to matters that are considered to be ‘‘routine,’’ but not
with respect to ‘‘non-routine’’ matters. Under the rules and interpretations of the New York Stock Exchange,
‘‘non-routine’’ matters are matters that may substantially affect the rights or privileges of stockholders, such as
mergers, stockholder proposals, elections of directors (even if not contested), executive compensation (including
any advisory stockholder votes on executive compensation and on the frequency of stockholder votes on
executive compensation), and certain corporate governance proposals, even if management-supported.
Accordingly, your broker or nominee may not vote your shares on Proposals 1, 3 or 4 without your instructions,
but may vote your shares on Proposals 2 and 5.
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What if I return a proxy card but do not make specific choices?
If you return a signed and dated proxy card or otherwise vote without marking any voting selections, your
shares will be voted:
•

Proposal 1: ‘‘For’’ election of our three nominees as Class II directors.

•

Proposal 2: ‘‘For’’ approval of an amendment to the Company’s Sixth Amended and Restated
Certificate of Incorporation, as amended, to increase the authorized number of shares of common stock
from 139,000,000 to 278,000,000;

•

Proposal 3: ‘‘For’’ approval of an amendment and restatement of the 2018 EIP to, among other things,
increase the aggregate number of shares of common stock authorized for issuance under the 2018 EIP
by 7,600,000;

•

Proposal 4: ‘‘For’’ advisory approval of executive compensation; and

•

Proposal 5: ‘‘For’’ ratification of the selection of Ernst & Young LLP as the independent registered
public accounting firm of the Company for its fiscal year ending December 31, 2020.

If any other matter is properly presented at the Annual Meeting, your proxyholder (one of the individuals
named on your proxy card) will vote your shares using his or her best judgment.
Who is paying for this proxy solicitation?
We will pay for the entire cost of soliciting proxies. In addition to these proxy materials, our directors and
employees may also solicit proxies in person, by telephone, or by other means of communication. Directors and
employees will not be paid any additional compensation for soliciting proxies. We may also reimburse brokerage
firms, banks and other agents for the cost of forwarding proxy materials to beneficial owners.
What does it mean if I receive more than one Notice?
If you receive more than one Notice, your shares may be registered in more than one name or are registered
in different accounts. Please follow the voting instructions on each of the Notices to ensure that all of your
shares are voted.
Can I change my vote after submitting my proxy?
Stockholder of Record: Shares Registered in Your Name
Yes. You can revoke your proxy at any time before the final vote at the meeting. If you are the record
holder of your shares, you may revoke your proxy in any one of the following ways:
•

You may submit another properly completed proxy card with a later date.

•

You may submit a later-dated vote by telephone by calling 1-800-690-6903. You will need the 16-digit
control number included on your Notice or your proxy card (if you received a printed copy of the
proxy materials). Votes submitted by telephone must be received by 11:59 p.m., Eastern Time on
May 27, 2020 to be counted.

•

You may grant a subsequent proxy through the Internet. You will need the 16-digit control number
included on your Notice or your proxy card (if you received a printed copy of the proxy materials).

•

You may send a timely written notice that you are revoking your proxy to Dynavax Technologies
Corporation, Attention: Corporate Secretary, 2100 Powell Street, Suite 900, Emeryville, California
94608.

•

You may virtually attend the Annual Meeting and vote by Internet by visiting
www.virtualshareholdermeeting.com/DVAX2020. To attend the Annual Meeting, you will need the
16-digit control number included in your Notice, on your proxy card or on the instructions that
accompanied your proxy materials. Simply attending the meeting will not, by itself, revoke your proxy.

Your most current proxy card or telephone vote or Internet proxy is the one that is counted.
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Beneficial Owner: Shares Registered in the Name of Broker or Agent
If your shares are held by your broker or bank as a nominee or agent, you should follow the instructions
provided by your broker or bank.
When are stockholder proposals due for next year’s annual meeting?
To be considered for inclusion in next year’s proxy materials, your proposal must be submitted in writing by
December 18, 2020 to Dynavax Technologies Corporation, Attention: Corporate Secretary, 2100 Powell Street,
Suite 900, Emeryville, California 94608. However, if our 2021 Annual Meeting of Stockholders is not held
between April 28, 2021, and June 27, 2021, then the deadline will be a reasonable time before we begin to print
and send our proxy materials. If you wish to submit a proposal (including a director nomination) that is not to be
included in next year’s proxy materials, you must do so no later than the close of business on March 1, 2021,
and no earlier than the close of business on January 28, 2021. However, if our 2021 Annual Meeting of
Stockholders is not held between April 28, 2021, and June 27, 2021, then you must submit your proposal
(or director nomination) not earlier than the close of business on the 120th day prior to such annual meeting and
not later than the close of business on the 90th day prior to such annual meeting or the 10th day following the
day on which public announcement of the date of such meeting is first made.
How many votes are needed to approve each proposal?
•

Proposal 1: to elect our three nominees for Class II directors, the three nominees receiving the most
‘‘For’’ votes from the holders of shares present (either in person or represented by proxy) and cast for
the election of directors will be elected. Only votes ‘‘For’’ will affect the outcome of the vote;
‘‘Withhold’’ votes will have no effect on the outcome of the vote. However, if a nominee receives a
greater number of ‘‘Withhold’’ votes than ‘‘For’’ votes, such nominee will submit his or her offer of
resignation for consideration by our Nominating and Corporate Governance Committee in accordance
with our Majority Vote Policy discussed in more detail in the section entitled ‘‘Corporate Governance –
Majority Vote Policy’’ in this proxy statement.

•

Proposal 2: to approve an amendment to the Company’s Sixth Amended and Restated Certificate of
Incorporation, as amended, to increase the authorized number of shares of common stock from
139,000,000 to 278,00,000, such amendment must receive ‘‘For’’ votes from the holders of a majority
of the Company’s outstanding shares entitled to vote on the matter. If you are a stockholder of record
and return a signed and dated proxy card without providing specific voting instructions on Proposal 2,
or do not specify your vote on Proposal 2 when voting using the Internet or by phone, your shares will
be voted ‘‘For’’ Proposal 2 in accordance with the recommendations of the Board. Abstentions and
broker non-votes will have the same effect as ‘‘Against’’ votes. We believe that Proposal 2 is deemed
to be a ‘‘routine’’ matter. Therefore, if you are a beneficial owner of shares registered in the name of
your broker or other nominee and you fail to provide instructions to your broker or nominee as to how
to vote your shares on Proposal 2, your broker or nominee will have the discretion to vote your shares
on Proposal 2. Accordingly, if you fail to provide voting instructions to your broker or nominee, your
broker or nominee can vote your shares on Proposal 2 in a manner that is contrary to what you intend.
For example, if you are against the approval of Proposal 2 but you do not provide any voting
instructions to your broker, your broker can nonetheless vote your shares ‘‘For’’ Proposal 2. While we
do not expect any broker non-votes on Proposal 2, if you do not provide voting instructions and your
broker or nominee fails to vote your shares, this will have the same effect as an ‘‘Against’’ vote. If you
are a beneficial owner of shares registered in the name of your broker or other nominee, we strongly
encourage you to provide voting instructions to the broker or nominee that holds your shares to ensure
that your shares are voted in the manner in which you want them to be voted.

•

Proposal 3: to approve an amendment and restatement of the 2018 EIP to, among other things, increase
the aggregate number of shares of common stock authorized for issuance under the 2018 EIP by
7,600,000, such amendment and restatement must receive ‘‘For’’ votes from the holders of a majority
of shares present (either in person or by proxy) and entitled to vote on the matter at the meeting. If you
return your proxy and select ‘‘Abstain,’’ it will have the same effect as an ‘‘Against’’ vote. Broker
non-votes will have no effect.
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•

Proposal 4: to approve, on an advisory basis, the compensation of the Company’s named executive
officers, such advisory approval must receive ‘‘For’’ votes from the holders of a majority of shares
present (either in person or by proxy) and entitled to vote on the matter at the meeting. If you return
your proxy and select ‘‘Abstain’’ from voting, it will have the same effect as an ‘‘Against’’ vote. Broker
non-votes will have no effect.

•

Proposal 5: to ratify the selection of Ernst & Young LLP as the Company’s independent registered
public accounting firm for our fiscal year ending December 31, 2020, such ratification must receive
‘‘For’’ votes from the holders of a majority of shares present (either in person or by proxy) and entitled
to vote on the matter at the meeting. If you return your proxy and select ‘‘Abstain’’ from voting, it will
have the same effect as an ‘‘Against’’ vote. Broker non-votes will have no effect. However, as Proposal
5 is considered a ‘‘routine’’ matter, we do not expect to receive any broker non-votes.

What is the quorum requirement?
A quorum of stockholders is necessary to hold a valid Annual Meeting. A quorum will be present if
stockholders holding at least a majority of the outstanding shares entitled to vote are present at the Annual
Meeting in person or represented by proxy. On the record date, there were 87,599,440 shares outstanding and
entitled to vote.
Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on
your behalf by your broker, bank or other nominee) or if you vote at the Annual Meeting. Abstentions and broker
non-votes will be counted towards the quorum requirement. If there is no quorum, the holders of a majority of
shares present at the Annual Meeting in person or represented by proxy may adjourn the Annual Meeting to
another date.
How can I find out the results of the voting at the Annual Meeting?
Preliminary voting results will be announced at the Annual Meeting. Final voting results will be published
in a current report on Form 8-K within four business days following the voting. If we are unable to obtain final
results in that time, we will announce the preliminary results and subsequently file a second current report on
Form 8-K with the final results.
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PROPOSAL 1
ELECTION OF DIRECTORS
Our Board is divided into three classes, and each class has a three-year term. Vacancies on the Board may
be filled only by persons elected by a majority of the remaining directors. A director elected by the Board to fill
a vacancy in a class, including vacancies created by an increase in the number of directors, shall serve for the
remainder of the full term of that class and until the director’s successor is elected and qualified.
Our Board presently has seven members. There are three Class II directors whose term of office expires in
2020: Daniel L. Kisner, M.D., Natale Ricciardi, and Ryan Spencer, each of whom is a nominee for director and
currently a director of the Company. Dr. Kisner and Mr. Ricciardi were previously elected by the stockholders in
2017. Upon effectiveness of his appointment as the Company’s Chief Executive Officer and upon
recommendation of the Nominating and Corporate Governance Committee of the Company, on December 12,
2019, the Board appointed Mr. Spencer to serve as a Class II Director. If each nominee is elected at the Annual
Meeting, each of these nominees will serve until the 2023 Annual Meeting and until his successor is elected and
has qualified, or, if sooner, until the director’s death, resignation or removal. We have a policy encouraging our
directors’ attendance at our annual meetings. There were five directors in attendance at our 2019 Annual
Meeting, which does not include Mr. Spencer, who also attended although he was not a director at that time.
Vote Required
Directors are elected by a plurality of the votes of the holders of shares present in person or represented by
proxy and entitled to vote on the election of directors. The three nominees receiving the highest number of
affirmative votes will be elected. Shares represented by executed proxies will be voted, if authority to do so is
not withheld, for the election of the nominees named below. Although the election of directors at the Annual
Meeting is uncontested and directors are elected by a plurality of votes cast, and we therefore anticipate that each
of the named nominees for director will be elected at the Annual Meeting, under our Corporate Governance
Guidelines, any nominee for director is required to submit an offer of resignation for consideration by the
Nominating and Corporate Governance Committee if such nominee for director (in an uncontested election)
receives a greater number of ‘‘Withhold’’ votes than ‘‘For’’ votes. In such case, the Nominating and Corporate
Governance Committee will then consider all of the relevant facts and circumstances and recommend to the
Board the action to be taken with respect to such offer of resignation. For more information on this policy see
the section entitled ‘‘Corporate Governance – Majority Vote Policy.’’ If any nominee becomes unavailable for
election as a result of an unexpected occurrence, your shares will be voted for the election of a substitute
nominee proposed by our Board. Each person nominated for election has agreed to serve if elected. Our Board
has no reason to believe that any nominee will be unable to serve.
THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF EACH NAMED NOMINEE.
Set forth below is certain biographical information as of April 6, 2020, for the nominees and each person
whose term as a director will continue after the Annual Meeting.
Name

Age

Francis R. Cano, Ph.D.
Andrew Hack, M.D., Ph.D.
Daniel L. Kisner, M.D.
Arnold L. Oronsky, Ph.D.
Peggy V. Phillips
Natale Ricciardi
Ryan Spencer

75
46
73
80
66
71
42

Position

Director
Interim Chairperson of the Board
Director
Director
Director
Director
Director and Chief Executive Officer
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CLASS II DIRECTOR NOMINEES
Daniel L. Kisner, M.D.
Dr. Kisner has been a member of our Board since July 2010. From 2003 to 2010, Dr. Kisner served as a
partner at Aberdare Ventures and prior to that as President and CEO of Caliper Technologies, leading its
evolution from a start-up focused on microfluidic lab-on-chip technology to a publicly traded, commercial
organization. Prior to Caliper, he was the President and Chief Operating Officer of Isis Pharmaceuticals, Inc., a
biomedical pharmaceutical company. Previously, Dr. Kisner was Division Vice President of Pharmaceutical
Development for Abbott Laboratories and Vice President of Clinical Research and Development at SmithKline
Beckman Pharmaceuticals. In addition, he held a tenured position in the Division of Oncology at the University
of Texas, San Antonio School of Medicine and is certified by the American Board of Internal Medicine in
Internal Medicine and Medical Oncology. Additionally, he is currently serving on the boards of Conatus
Pharmaceuticals, Inc., a biotechnology company, and Zynerba Pharmaceuticals, a biotechnology company.
Dr. Kisner previously served as Chairman of the board for Tekmira Pharmaceuticals, a biopharmaceutical
company, until March 2015, and as a director of Lpath, Inc., a medical device company. He holds a B.A. from
Rutgers University and an M.D. from Georgetown University. Our Board believes that Dr. Kisner’s background
with larger, complex technology-based organizations as well as his significant experience with corporate
transactions, including investing in venture-backed life science companies provides the Board with insights for
setting strategy of the Company and qualifies him to be nominated as a director.
Natale Ricciardi
Mr. Ricciardi has been a member of our Board since June 2013. Mr. Ricciardi spent his entire 39-year
career at Pfizer Inc., a biopharmaceutical company, retiring in 2011 as a member of the Pfizer Executive
Leadership Team. While holding the positions of President, Pfizer Global Manufacturing, and Senior Vice
President of Pfizer Inc. from 2004 until 2011, Mr. Ricciardi was directly responsible for all of Pfizer’s internal
and external supply organization, a global enterprise that grew to more than 100 manufacturing facilities
supplying small and large molecule pharmaceuticals, vaccines, consumer, nutrition and animal health products.
Mr. Ricciardi maintained responsibility for global manufacturing activities from 2004 through 2011. Previously,
from 1999 to 2004, he had oversight for Pfizer’s U.S. manufacturing operations and from 1995 to 1999 was Vice
President of Manufacturing for Pfizer’s Animal Health Group. Mr. Ricciardi serves on the board of directors of
Prestige Consumer Healthcare, Inc., a public company that sells, manufactures and distributes consumer
healthcare products. He also serves on the board of directors of Rapid MicroBiosystems, Inc., a private company
that provides automated, growth-based, rapid microbial detection technology. He is currently on the Strategic
Advisory Board of HealthCare Royalty Partners. Mr. Ricciardi served on the boards of the National Association
of Manufacturers and Mediacom Communications Corporation until its privatization in 2011. Mr. Ricciardi
earned a degree in Chemical Engineering from The City College of New York and an MBA in Finance and
International Business from Fordham University. Our Board believes Mr. Ricciardi’s 39-year career at Pfizer Inc.,
a leading pharmaceutical company, including as a member of the Pfizer Executive Leadership Team and direct
responsibility for all of Pfizer’s internal supply organization, including global manufacturing, provides the Board
with insights for reviewing the operations of the Company and qualifies him to serve as a director.
Ryan Spencer
Mr. Spencer has been a member of our Board since December 2019. Mr. Spencer joined Dynavax in 2006
and has served as our Chief Executive Officer since December 2019, and as interim co-President between May
and December 2019. At the time of his appointment as interim co-President in May 2019, Mr. Spencer served as
Senior Vice President, Commercial where he was instrumental in leading the launch and commercialization of
HEPLISAV-B. Throughout his time at Dynavax since November 2006, Mr. Spencer has held a variety of
positions with increasing responsibility, building from a foundation in corporate finance to business strategy and
investor relations, including Senior Director Strategic Planning until his promotion in September 2016 to Senior
Product Director, followed by promotions in February 2017 to Vice President Corporate Strategy &
Commercialization and in May 2019 to Senior Vice President, Commercial. Prior to joining Dynavax,
Mr. Spencer was the Assistant Controller at QRS Corporation, a publicly-held technology company, and was a
member of the audit practice at Ernst & Young. Mr. Spencer earned a B.A. in Business Economics from
University of California, Santa Barbara. Our Board believes that Mr. Spencer’s prior experience, including his
financial and commercialization experience, his tenure at Dynavax and his role as a Chief Executive Officer
qualifies him to be nominated as a director.
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CLASS III DIRECTORS CONTINUING IN OFFICE UNTIL THE 2021 ANNUAL MEETING
Arnold L. Oronsky, Ph.D.
Dr. Oronsky has been a member of our Board since November 1996. Dr. Oronsky has been a managing
director with InterWest Partners, a venture capital firm, since 2009. Prior to joining InterWest Partners in 1994,
Dr. Oronsky was Vice President of Discovery Research for the Lederle Laboratories division of American
Cyanamid, a pharmaceutical company. From 1973 until 1976, Dr. Oronsky was head of the inflammation, allergy
and immunology research program at Ciba-Geigy Pharmaceutical Company. Dr. Oronsky also serves as a senior
lecturer in the Department of Medicine at The Johns Hopkins Medical School. Dr. Oronsky has won numerous
grants and awards and has published over 125 scientific articles. Dr. Oronsky currently serves on the board of
directors of KalVista Pharmaceuticals, Inc., a publicly traded biopharmaceutical company. Dr. Oronsky also
served on the board of directors of MacroGenics, Inc., a biopharmaceutical company, from 2000 to 2014,
Applied Genetic Technologies Corporation, a biotechnology company, from November 2003 until August 2017,
and Tesaro, Inc., an oncology-focused biopharmaceutical company from June 2011 until May 2018. He received
his Ph.D. from Columbia University, College of Physicians and Surgeons and his A.B. from New York
University. The Board believes that Dr. Oronsky’s significant experience in growing and developing life sciences
companies, particularly in the immunology area, provides significant leadership and insights for the Board in
defining the strategy of the Company and qualifies him to serve as a director.
Francis R. Cano, Ph.D.
Dr. Cano was appointed to our Board in November 2009. Dr. Cano has been President and Founder of Cano
Biotech Corp., a consulting firm focusing on the vaccine business, since 1996 and also serves on the board of
Biomerica, Inc., a developer and manufacturer of diagnostic products. Previously, Dr. Cano served on the board
of Arbor Vita Corporation, a biopharmaceutical company. From 1993 to 1996, Dr. Cano was President and Chief
Operating Officer for Aviron, a biopharmaceutical company, which was later acquired by MedImmune in 2001.
As a Co-Founder of Aviron, he completed two rounds of venture financing, a licensing agreement with
SmithKline Biologicals and in-licensed Flu-Mist influenza vaccine from the National Institutes of Health.
For 21 years, Dr. Cano worked with the Lederle Laboratories Division of American Cyanamid, including as its
Vice President and General Manager of the Biologicals unit. He earned a Ph.D. in Microbiology from
Pennsylvania State University, served as a Research Associate at Rutgers Institute of Microbiology, and holds a
M.S. in Microbiology and a B.S. in Biology from St. John’s University. The Board believes that Dr. Cano’s
experience as a founder of and advisor to established vaccine businesses provides significant insights for the
strategy of the Company with respect to key technical and operational issues in vaccine development and
qualifies him to serve as a director.
Peggy V. Phillips
Ms. Phillips has been a member of our Board since August 2006. Ms. Phillips served on the board of
directors of several biopharmaceutical companies: PhaseRx, Inc. from 2016 to 2018, Tekmira Pharmaceuticals
from 2014 to 2015, Portola Pharmaceuticals from 2006 to 2013, as well as the Naval Academy Foundation from
2003 to 2011. From 1996 until 2002, she served on the board of directors of Immunex Corporation, a
biotechnology company, and, from 1999, she served as its Chief Operating Officer until the company was
acquired by Amgen in 2002. During her career at Immunex, she held positions of increasing responsibility in
research, development, manufacturing, sales and marketing. As Senior Vice President for Pharmaceutical
Development and General Manager for Enbrel ® from 1994 until 1998, she was responsible for clinical
development and regulatory affairs as well as the launch, sales and marketing of the product. Prior to joining
Immunex, Ms. Phillips worked at Miles Laboratories. Ms. Phillips holds a B.S. and a M.S. in microbiology from
the University of Idaho. The Board believes that Ms. Phillips provides significant experience in development and
commercialization of biotechnology products. Her background and experience with larger, complex organizations
provides significant operational and strategic insights in assessing the strategy of the Company and qualifies her
to serve as a director.
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CLASS I DIRECTOR CONTINUING IN OFFICE UNTIL THE 2022 ANNUAL MEETING
Andrew Hack, M.D., Ph.D.
Dr. Hack has served as a member of our Board of Directors since August 2019 and currently serves as
Interim Chairperson of the Board. Dr. Hack serves as a Managing Director of Bain Capital Life Sciences, L.P.
Before joining Bain Capital, Dr. Hack was the Chief Financial Officer of Editas Medicine, Inc., a gene editing
company, from July 2015 to March 2019. Prior to joining Editas, from May 2011 to June 2015, Dr. Hack was a
portfolio manager at Millennium Management LLC, an institutional asset manager, or Millennium, where he ran
a healthcare fund focused on biotechnology, pharmaceutical, and medical device companies. Before joining
Millennium, Dr. Hack was a healthcare analyst at HealthCor Management, L.P., a registered investment advisor,
or HealthCor, from December 2008 to May 2011. Prior to HealthCor, Dr. Hack served as a healthcare analyst for
hedge fund Carlyle-Blue Wave Partners and as principal of the MPM BioEquities Fund, a hedge fund that was
affiliated with MPM Capital. Dr. Hack began his investment career covering the biotechnology sector at
investment banks Banc of America Securities LLC and Rodman & Renshaw, LLC. Previously, Dr. Hack was
Director of Life Sciences and co-founder of Reify Corporation, a life science tools and drug discovery company.
Dr. Hack serves as a director of Allena Pharmaceutical, Inc., a biopharmaceutical company, and Mersana
Therapeutics, Inc., a clinical stage biopharmaceutical company. Dr. Hack received his B.A. in biology with
special honors from the University of Chicago, where he also received his M.D. and Ph.D. We believe Dr.
Hack’s financial background and extensive and diverse experience in the life sciences industry qualify him to
serve on our Board of Directors.
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PROPOSAL 2
AMENDMENT TO THE SIXTH AMENDED AND RESTATED CERTIFICATE OF INCORPORATION,
AS AMENDED
The Board is requesting stockholder approval of an amendment to the Company’s Sixth Amended and
Restated Certificate of Incorporation, as amended (the ‘‘Charter’’), to increase the authorized number of shares of
common stock from 139,000,000 to 278,000,000 (the ‘‘Charter Amendment’’). This description is qualified by
the full text of the Charter Amendment that is attached as Appendix A to this proxy statement.
The additional common stock to be authorized by adoption of the amendment would have rights identical to
the currently outstanding common stock of the Company. Stockholders have no preemptive rights to acquire
shares of common stock issued by the Company under its Charter. This means that current stockholders do not
have a right to purchase any new issue of our capital stock in order to maintain their proportionate ownership of
common stock. Adoption of the proposed amendment and issuance of the common stock would not affect the
rights of the holders of currently outstanding common stock of the Company, except for effects incidental to
increasing the number of shares of the Company’s common stock outstanding, such as dilution of the earnings
per share and voting rights of current holders of common stock. The issuance of additional shares of our
common stock, or the perception that additional shares may be issued, may adversely affect the market price of
our common stock. The additional shares of common stock authorized by the approval of this Proposal 2 could
be issued by our Board without further vote of our stockholders except as may be required in particular cases by
our Charter, applicable law, regulatory agencies or the rules of the Nasdaq Stock Market. In addition to the
87,599,440 shares of common stock outstanding on April 6, 2020, there were:
•

5,841,250 shares of common stock reserved for future issuance upon the exercise of outstanding
warrants;

•

4,840,000 shares of common stock reserved for future issuance upon the conversion of outstanding
shares of our Series B Preferred Stock;

•

359,264 shares of common stock reserved for future issuance under the Company’s Amended and
Restated 2014 Employee Stock Purchase Plan; and

•

11,892,001 shares of common stock reserved for future issuance under the Company’s 2018 EIP.

The above list does not include shares of our common stock reserved for future issuance under our
At Market Sales Agreement with Cowen and Company, LLC entered in November 2017 (the ‘‘2017 ATM
Agreement’’).
We have financed our operations and internal growth primarily through public offerings and private
placements of our common stock and funding from collaborations and government grants. We do not currently
have any commitments for future external funding and, until we can generate a sufficient amount of product
revenue, which we may never do, we expect to finance future cash needs through one or more of the following:
public or private equity offerings; debt financings; collaboration and licensing arrangements, which often involve
the possibility of an equity investment; and interest income earned on the investment of our cash and short-term
investments.
Although the Board has no immediate plans to issue the additional shares of common stock to be authorized
by the adoption of the amendment, it desires to have the shares available to provide additional flexibility to use
its common stock for business and financial purposes in the future as well to have sufficient shares available to
provide appropriate equity incentives for our employees. The additional shares may be used for various purposes
without further stockholder approval. These purposes may include raising capital; providing equity incentives to
employees, officers, directors, consultants and/or advisors; establishing strategic relationships with other
companies; expanding our business through the acquisition of other businesses, products or technologies; and
other purposes. For example, we will need to raise substantial additional funds to, among other things, finance
our operations and the ongoing commercial activities for our product HEPLISAV-B®. Thus, we will need to
obtain significant amounts of additional capital and the additional shares may be used for a financing if we have
an appropriate opportunity. Although we may pursue other sources of funding, such as corporate collaborations
and partnerships, if we are not successful with these efforts or if our Board otherwise determines that a financing
through issuing additional shares is attractive, we want to be in a position to act quickly depending on market
conditions. If this Proposal 2 is not approved by our stockholders, it is possible that financing alternatives for the
Company may be limited by the lack of sufficient unissued and unreserved authorized shares of common stock,
and stockholder value may be harmed by this limitation. In addition, our success depends in part on our
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continued ability to attract, retain and motivate highly qualified management and clinical and scientific personnel,
and if this Proposal 2 is not approved by our stockholders, the lack of sufficient unissued and unreserved
authorized shares of common stock to provide future equity incentive opportunities could adversely impact our
ability to achieve these goals.
If our stockholders do not approve this Proposal 2, we may not be able to access the capital markets;
complete corporate collaborations or partnerships; attract, retain and motivate employees; or pursue other
business opportunities integral to our growth and success.
Our Board believes that the proposed increase in authorized common stock will make sufficient shares
available to provide the additional flexibility necessary to pursue our strategic objectives. Over the past several
years, flexibility has allowed us to pursue a number of strategic and financing transactions. For example, in
August 2019, we sold 18,525,000 shares of common stock, 4,840 shares of Series B Preferred Stock and
warrants to purchase an aggregate of 5,841,250 shares of common stock in an underwritten public offering.
Total net proceeds from the offering were approximately $65.6 million. In addition, for the year ended
December 31, 2019, we received net cash proceeds of $13.9 million from sales of 1,386,906 shares of our
common stock under the 2017 ATM Agreement. As of December 31, 2019, $118.6 million of common stock
remained available for sale under the 2017 ATM Agreement. Subsequent to December 31, 2019 and through
March 11, 2020, we sold 2,180,266 shares of common stock for net proceeds of $11.7 million under the 2017
ATM Agreement. Unless our stockholders approve this Proposal 2, we will not have sufficient unissued and
unreserved authorized shares of common stock to engage in similar transactions or to meet exigent needs to
implement new or revised equity compensation arrangements in the future.
The proposed Charter Amendment could, under certain circumstances, have an anti-takeover effect.
The additional shares of common stock that would become available for issuance if this Proposal 2 is approved
could also be used by us to oppose a hostile takeover attempt or to delay or prevent changes in control or our
management of the Company. Additionally, without further stockholder approval, the Board could strategically
sell shares of common stock in a private transaction to purchasers who would oppose a takeover or favor the
current Board. Although this proposal to increase the authorized common stock has been prompted by business
and financial considerations and not by the threat of any hostile takeover attempt (nor is the Board currently
aware of any such attempts directed at us), nevertheless, stockholders should be aware that approval of this
Proposal 2 could facilitate future efforts by us to deter or prevent changes in control of the Company, including
transactions in which the stockholders might otherwise receive a premium for their shares over then current
market prices.
If this Proposal 2 is approved, the Charter Amendment will become effective upon filing with the Secretary
of State of the State of Delaware and the authorized shares would be available for issuance. No further
stockholder authorization would be required prior to the issuance of such shares by the Company, except where
stockholder approval is required under Delaware corporate law or Nasdaq rules.
Vote Required
The Charter Amendment must receive ‘‘For’’ votes from the holders of a majority of the Company’s
outstanding shares entitled to vote. A stockholder of record that returns a signed and dated proxy card without
providing specific voting instructions on Proposal 2, or does not specify such vote on Proposal 2 when voting
using the Internet or by phone, such shares will be voted ‘‘For’’ Proposal 2 in accordance with the
recommendations of the Board. Abstentions and broker non-votes will have the same effect as ‘‘Against’’ votes.
We believe that Proposal 2 is deemed to be a ‘‘routine’’ matter. Therefore, if you are a beneficial owner of shares
registered in the name of your broker or other nominee and you fail to provide instructions to your broker or
nominee as to how to vote your shares on Proposal 2, your broker or nominee will have the discretion to vote
your shares on Proposal 2. Accordingly, if you fail to provide voting instructions to your broker or nominee, your
broker or nominee can vote your shares on Proposal 2 in a manner that is contrary to what you intend.
For example, if you are against the approval of Proposal 2 but you do not provide any voting instructions to your
broker, your broker can nonetheless vote your shares ‘‘For’’ Proposal 2. While we do not expect any broker
non-votes on Proposal 2, if you do not provide voting instructions and your broker or nominee fails to vote your
shares, this will have the same effect as an ‘‘Against’’ vote. If you are a beneficial owner of shares registered in
the name of your broker or other nominee, we strongly encourage you to provide voting instructions to the
broker or nominee that holds your shares to ensure that your shares are voted in the manner in which you want
them to be voted.
THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 2.
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PROPOSAL 3
AMENDMENT AND RESTATEMENT OF THE 2018 EQUITY INCENTIVE PLAN
The Board is requesting stockholder approval of an amendment and restatement of the Dynavax
Technologies Corporation 2018 Equity Incentive Plan (the ‘‘2018 EIP’’). We refer to such amendment and
restatement of the 2018 EIP in this proxy statement as the ‘‘Amended 2018 EIP’’.
The Amended 2018 EIP contains the following material changes from the 2018 EIP:
•

Subject to adjustment for certain changes in our capitalization, the aggregate number of shares of our
common stock that may be issued under the Amended 2018 EIP will not exceed 15,040,250 shares
(plus the Prior Plans’ Returning Shares (as defined below), as such shares become available from time
to time), which is an increase of 7,600,000 shares over the aggregate number of shares of our common
stock that may be issued under the 2018 EIP.

•

Subject to adjustment for certain changes in our capitalization, the aggregate maximum number of
shares of our common stock that may be issued pursuant to the exercise of incentive stock options
under the Amended 2018 EIP will be 17,600,000 shares, which is an increase of 7,600,000 shares over
the aggregate maximum number of shares of our common stock that may be issued pursuant to the
exercise of incentive stock options under the 2018 EIP.
Why We Are Asking Our Stockholders to Approve the Amended 2018 EIP

We are seeking stockholder approval of the Amended 2018 EIP to increase the number of shares available
for the grant of stock options, restricted stock unit awards and other awards by 7,600,000 shares, which will
enable us to have a competitive equity incentive program to compete with our peer group for key talent.
Our stockholders’ approval of the Amended 2018 EIP will allow us to continue to grant stock options,
restricted stock unit awards and other awards at levels determined appropriate by the Board or Compensation
Committee. The Amended 2018 EIP will also allow us to further utilize a broad array of equity incentives in
order to secure and retain the services of our employees and directors, and to continue to provide long-term
incentives that align the interests of our employees and directors with the interests of our stockholders.
Stockholder Approval
If this Proposal 3 is approved by our stockholders, the Amended 2018 EIP will become effective as of the
date of the Annual Meeting. In the event that our stockholders do not approve this Proposal 3, the Amended
2018 EIP will not become effective and the 2018 EIP will continue in its current form.
Why You Should Vote for the Amended 2018 EIP
The Amended 2018 EIP Combines Compensation and Governance Best Practices
The Amended 2018 EIP includes provisions that are designed to protect our stockholders’ interests and to
reflect corporate governance best practices including:
•

Stockholder approval is required for additional shares. The Amended 2018 EIP does not contain an
annual ‘‘evergreen’’ provision. The Amended 2018 EIP authorizes a fixed number of shares, so that
stockholder approval is required to issue any additional shares.

•

Repricing is not allowed. The Amended 2018 EIP prohibits the repricing of stock options and stock
appreciation rights without prior stockholder approval.

•

No discounted stock options or stock appreciation rights. All stock options and stock appreciation
rights granted under the Amended 2018 EIP must have an exercise price equal to or greater than the
fair market value of our common stock on the date the stock option or stock appreciation right is
granted.

•

Reasonable share counting provisions. In general, when awards granted under the Amended 2018 EIP
lapse or are canceled, the shares reserved for those awards will be returned to the share reserve and be
available for future awards. However, any shares received from the exercise of stock options or
withheld for taxes will not be returned to our share reserve.
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•

Minimum vesting requirements. The Amended 2018 EIP provides that no award may vest until at least
12 months following the date of grant of such award, except that shares up to 5% of the share reserve
of the Amended 2018 EIP may be issued pursuant to awards that do not meet such vesting
requirements.

•

Limit on non-employee director compensation. The aggregate value of all cash and equity-based
compensation granted or paid by us to any individual for service as a non-employee director of the
Board with respect to any fiscal year of the Company will not exceed (i) a total of $200,000 with
respect to any such cash compensation and (ii) $800,000 in total value with respect to any such
equity-based compensation (including awards granted under the Amended 2018 EIP and any other
equity-based awards), calculating the value of any such awards based on the grant date fair value of
such awards for financial reporting purposes.

•

Restrictions on dividends. The Amended 2018 EIP provides that (i) no dividends or dividend
equivalents may be paid with respect to any shares of our common stock subject to an award before
the date such shares have vested, (ii) any dividends or dividend equivalents that are credited with
respect to any such shares will be subject to all of the terms and conditions applicable to such shares
under the terms of the applicable award agreement (including any vesting conditions), and (iii) any
dividends or dividend equivalents that are credited with respect to any such shares will be forfeited to
us on the date such shares are forfeited to or repurchased by us due to a failure to vest.

•

Award vesting upon a corporate transaction or change in control. The Amended 2018 EIP provides
that if a corporate transaction or change in control (each, a ‘‘Transaction’’) occurs and the surviving or
acquiring corporation (or its parent company) does not assume or continue outstanding awards under
the Amended 2018 EIP and/or any Prior Plan (i.e., the Dynavax Technologies Corporation 2011 Equity
Incentive Plan (the ‘‘2011 EIP’’) or the Dynavax Technologies Corporation 2017 Inducement Award
Plan), or substitute similar stock awards for such outstanding awards, then with respect to any such
awards that have not been assumed, continued or substituted and that are held by participants whose
continuous service has not terminated prior to the Transaction, the vesting of such awards will be
accelerated in full (and with respect to performance stock awards, vesting will be deemed to be
satisfied at the target level of performance).

Overhang
The following table provides certain information regarding our equity incentive program.
As of
April 6, 2020

Total number of shares of common stock subject to outstanding stock options
Weighted-average exercise price of outstanding stock options
Weighted-average remaining term of outstanding stock options
Total number of shares of common stock subject to outstanding full value awards
Total number of shares of common stock available for grant under the 2018 EIP(1)
Total number of shares of common stock outstanding
Per-share closing price of common stock as reported on Nasdaq Capital Market
(1)

9,279,122
12.62
4.57 years
2,183,310
429,569
87,599,440
$
3.25

$

As of April 6, 2020, there were no shares of common stock available for grant under any of our other equity incentive plans.

We Manage Our Equity Incentive Award Use Carefully and Dilution Is Reasonable
We continue to believe that equity incentive awards such as stock options and restricted stock unit awards
are a vital part of our overall compensation program. Our compensation philosophy reflects broad-based
eligibility for equity incentive awards, and we grant awards to substantially all of our employees. However, we
recognize that equity incentive awards dilute existing stockholders, and, therefore, we must responsibly manage
the growth of our equity compensation program. We are committed to effectively monitoring our equity
compensation share reserve, including our ‘‘burn rate,’’ to ensure that we maximize stockholders’ value by
granting the appropriate number of equity incentive awards necessary to attract, reward, and retain employees.
In addition, the vesting of some of our equity awards granted to our named executive officers are contingent on
meeting pre-defined performance criteria, thereby ensuring alignment with value creation.
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The following table shows our responsible historical dilution and burn rate percentages.
As of December 31

2019

Full Dilution(1)
Gross Burn Rate (as discussed in greater detail below)(2)
(1)
(2)

2018

15.39%
7.73%

2017

16.31%
4.75%

14.92%
5.23%

Full Dilution is calculated as (shares available for grant + shares subject to outstanding equity incentive awards)/(weighted average
common stock outstanding + shares available for grant + shares subject to outstanding equity incentive awards).
Gross Burn Rate is calculated as (shares subject to options granted + shares subject to other equity incentive awards granted)/weighted
average common stock outstanding.

The Size of Our Share Reserve Increase Request Is Reasonable
If this Proposal 3 is approved by our stockholders, we will have 7,600,000 new shares available for grant
after our Annual Meeting for a total of approximately 8,029,569 shares available for grant after our Annual
Meeting (based on shares available under the 2018 EIP as of April 6, 2020) (plus the Prior Plans’ Returning
Shares (as defined below), as such shares become available from time to time), and absent any unforeseen
circumstances, we anticipate returning to stockholders for additional shares in 2022.
Burn Rate
The following table provides detailed information regarding the activity related to our equity incentive plans
for fiscal years 2019, 2018 and 2017.
Fiscal Year 2019

Total number of shares of common stock subject to stock
options granted
Total number of shares of common stock subject to full value
awards granted
Weighted-average number of shares of common stock
outstanding
Burn Rate

Fiscal Year 2018

Fiscal Year 2017

3,745,751

2,502,817

535,497

1,822,257

457,542

2,217,303

72,023,571
7.73%

62,361,828
4.75%

52,613,215
5.23%

Description of the Amended 2018 EIP
A summary of the principal features of the Amended 2018 EIP follows below. The summary is qualified by
the full text of the Amended 2018 EIP that is attached as Appendix B to this proxy statement.
Purpose
The Amended 2018 EIP is designed to secure and retain the services of our employees and directors,
provide incentives for our employees and directors to exert maximum efforts for the success of the Company and
its affiliates, and provide a means by which our employees and directors may be given an opportunity to benefit
from increases in the value of our common stock.
Types of Awards
The Amended 2018 EIP provides for the grant of incentive stock options, nonstatutory stock options, stock
appreciation rights, restricted stock awards, restricted stock unit awards, performance stock awards, and other
stock awards.
Shares Available for Awards
Subject to adjustment for certain changes in our capitalization, the aggregate number of shares of our
common stock that may be issued under the Amended 2018 EIP will not exceed 15,040,250 shares (which is the
sum of (i) 140,250 shares (the number of unallocated shares that were available for grant under the 2011 EIP as
of the effective date of the 2018 EIP), (ii) 5,000,000 additional shares that were reserved as of the effective date
of the 2018 EIP, (iii) 2,300,000 shares that were approved at the 2019 Annual Meeting, and (iv) 7,600,000 newly
requested shares), plus the Prior Plans’ Returning Shares (as defined below), as such shares become available
from time to time.
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The term ‘‘Prior Plans’ Returning Shares’’ refers to the following shares of our common stock subject to any
outstanding stock award granted under either of the Prior Plans: (i) any shares subject to such stock award that
are not issued because such stock award expires or otherwise terminates without all of the shares covered by
such stock award having been issued; (ii) any shares subject to such stock award that are not issued because such
stock award is settled in cash; and (iii) any shares issued pursuant to such stock award that are forfeited back to
or repurchased by us because of a failure to vest.
The following shares of our common stock (collectively, the ‘‘Amended 2018 EIP Returning Shares’’) will
also become available again for issuance under the Amended 2018 EIP: (i) any shares subject to a stock award
granted under the Amended 2018 EIP that are not issued because such stock award expires or otherwise
terminates without all of the shares covered by such stock award having been issued; (ii) any shares subject to a
stock award granted under the Amended 2018 EIP that are not issued because such stock award is settled in
cash; and (iii) any shares issued pursuant to a stock award granted under the Amended 2018 EIP that are
forfeited back to or repurchased by us because of a failure to vest.
The following shares of our common stock will not become available again for issuance under the Amended
2018 EIP: (i) any shares that are reacquired or withheld (or not issued) by us to satisfy the exercise, strike or
purchase price of a stock award granted under the Amended 2018 EIP or any Prior Plan (including any shares
subject to such award that are not delivered because such award is exercised through a reduction of shares
subject to such award); (ii) any shares that are reacquired or withheld (or not issued) by us to satisfy a tax
withholding obligation in connection with a stock award granted under the Amended 2018 EIP or any Prior Plan;
(iii) any shares repurchased by us on the open market with the proceeds of the exercise, strike or purchase price
of a stock award granted under the Amended 2018 EIP or any Prior Plan; and (iv) in the event that a stock
appreciation right granted under the Amended 2018 EIP or any Prior Plan is settled in shares, the gross number
of shares subject to such award.
The number of shares of our common stock available for issuance under the Amended 2018 EIP will be
reduced by: (i) one share for each share issued pursuant to an Appreciation Award granted under the Amended
2018 EIP; (ii) 1.28 shares for each share issued pursuant to a Full Value Award granted under the Amended
2018 EIP prior to May 30, 2019; and (iii) 1.40 shares for each share issued pursuant to a Full Value Award
granted under the Amended 2018 EIP on or after May 30, 2019.
The number of shares of our common stock available for issuance under the Amended 2018 EIP will be
increased by: (i) one share for each Prior Plans’ Returning Share or Amended 2018 EIP Returning Share subject
to an Appreciation Award; (ii) 1.28 shares for each Prior Plans’ Returning Share or Amended 2018 EIP Returning
Share subject to a Full Value Award that returns to the Amended 2018 EIP prior to May 30, 2019; and
(iii) 1.40 shares for each Prior Plans’ Returning Share or Amended 2018 EIP Returning Share subject to a Full
Value Award that returns to the Amended 2018 EIP on or after May 30, 2019.
Eligibility
All of our (including our affiliates’) employees and non-employee directors are eligible to participate in the
Amended 2018 EIP and may receive all types of awards other than incentive stock options. Incentive stock
options may be granted under the Amended 2018 EIP only to our (including our affiliates’) employees.
As of April 6, 2020, we (including our affiliates) had approximately 235 employees and six non-employee
directors.
Non-Employee Director Compensation Limit
The aggregate value of all cash and equity-based compensation granted or paid by us to any individual for
service as a non-employee director of the Board with respect to any fiscal year of the Company will not exceed
(i) a total of $200,000 with respect to any such cash compensation and (ii) $800,000 in total value with respect
to any such equity-based compensation (including awards granted under the Amended 2018 EIP and any other
equity-based awards), calculating the value of any such awards based on the grant date fair value of such awards
for financial reporting purposes.
Administration
The Amended 2018 EIP will be administered by our Board, which may in turn delegate authority to
administer the Amended 2018 EIP to a committee. Our Board has delegated concurrent authority to administer
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the Amended 2018 EIP to our Compensation Committee, but may, at any time, re-vest in itself some or all of the
power delegated to our Compensation Committee. Our Board and Compensation Committee are each considered
to be a Plan Administrator for purposes of this Proposal 3.
Subject to the terms of the Amended 2018 EIP, the Plan Administrator may determine the recipients, the
types of awards to be granted, the number of shares of our common subject to or the cash value of awards, and
the terms and conditions of awards granted under the Amended 2018 EIP, including the period of their
exercisability and vesting. The Plan Administrator also has the authority to provide for accelerated exercisability
and vesting of awards. Subject to the limitations set forth below, the Plan Administrator also determines the fair
market value applicable to a stock award and the exercise or strike price of stock options and stock appreciation
rights granted under the Amended 2018 EIP.
The Plan Administrator may also delegate to one or more officers the authority to designate employees who
are not officers to be recipients of certain stock awards and the number of shares of our common stock subject to
such stock awards. Under any such delegation, the Plan Administrator will specify the total number of shares of
our common stock that may be subject to the stock awards granted by such officer. The officer may not grant a
stock award to himself or herself.
Repricing; Cancellation and Re-Grant of Stock Awards
Under the Amended 2018 EIP, the Plan Administrator does not have the authority to reprice any outstanding
stock option or stock appreciation right by reducing the exercise or strike price of the stock option or stock
appreciation right or to cancel any outstanding stock option or stock appreciation right that has an exercise or
strike price greater than the then-current fair market value of our common stock in exchange for cash or other
stock awards without obtaining the approval of our stockholders. Such approval must be obtained within
12 months prior to such an event.
Minimum Vesting Requirements
Under the Amended 2018 EIP, no award may vest until at least 12 months following the date of grant of
such award, except that shares up to 5% of the share reserve of the Amended 2018 EIP may be issued pursuant
to awards that do not meet such vesting requirements.
Dividends and Dividend Equivalents
The Amended 2018 EIP provides that dividends or dividend equivalents may be paid or credited with
respect to any shares of our common stock subject to an award, as determined by the Plan Administrator and
contained in the applicable award agreement; provided, however, that (i) no dividends or dividend equivalents
may be paid with respect to any such shares before the date such shares have vested, (ii) any dividends or
dividend equivalents that are credited with respect to any such shares will be subject to all of the terms and
conditions applicable to such shares under the terms of the applicable award agreement (including any vesting
conditions), and (iii) any dividends or dividend equivalents that are credited with respect to any such shares will
be forfeited to us on the date such shares are forfeited to or repurchased by us due to a failure to vest.
Stock Options
Stock options may be granted under the Amended 2018 EIP pursuant to stock option agreements.
The Amended 2018 EIP permits the grant of stock options that are intended to qualify as incentive stock options,
or ISOs, and nonstatutory stock options, or NSOs.
The exercise price of a stock option granted under the Amended 2018 EIP may not be less than 100% of the
fair market value of our common stock on the date of grant and, in some cases (see ‘‘Limitations on Incentive
Stock Options’’ below), may not be less than 110% of such fair market value.
The term of stock options granted under the Amended 2018 EIP may not exceed seven years from the date
of grant and, in some cases (see ‘‘Limitations on Incentive Stock Options’’ below), may not exceed five years
from the date of grant. Except as otherwise provided in a participant’s stock option agreement or other written
agreement with us or one of our affiliates, if a participant’s service relationship with us or any of our affiliates
(referred to in this Proposal 3 as ‘‘continuous service’’) terminates (other than for cause and other than upon the
participant’s death or disability), the participant may exercise any vested stock options for up to three months
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following the participant’s termination of continuous service. Except as otherwise provided in a participant’s
stock option agreement or other written agreement with us or one of our affiliates, if a participant’s continuous
service terminates due to the participant’s disability or death (or the participant dies within a specified period, if
any, following termination of continuous service), the participant, or his or her beneficiary, as applicable, may
exercise any vested stock options for up to 12 months following the participant’s termination due to the
participant’s disability or for up to 18 months following the participant’s death. Except as explicitly provided
otherwise in a participant’s stock option agreement or other written agreement with us or one of our affiliates, if
a participant’s continuous service is terminated for cause (as defined in the Amended 2018 EIP), all stock options
held by the participant will terminate upon the participant’s termination of continuous service and the participant
will be prohibited from exercising any stock option from and after such termination date. Except as otherwise
provided in a participant’s stock option agreement or other written agreement with us or one of our affiliates, the
term of a stock option may be extended if the exercise of the stock option following the participant’s termination
of continuous service (other than for cause and other than upon the participant’s death or disability) would be
prohibited by applicable securities laws or if the sale of any common stock received upon exercise of the stock
option following the participant’s termination of continuous service (other than for cause) would violate our
insider trading policy. In no event, however, may a stock option be exercised after its original expiration date.
Acceptable forms of consideration for the purchase of our common stock pursuant to the exercise of a stock
option under the Amended 2018 EIP will be determined by the Plan Administrator and may include payment:
(i) by cash, check, bank draft or money order payable to us; (ii) pursuant to a program developed under
Regulation T as promulgated by the Federal Reserve Board; (iii) by delivery to us of shares of our common
stock (either by actual delivery or attestation); (iv) by a net exercise arrangement (for NSOs only); or (v) in other
legal consideration approved by the Plan Administrator.
Stock options granted under the Amended 2018 EIP may vest and become exercisable in cumulative
increments, as determined by the Plan Administrator at the rate specified in the stock option agreement (subject
to the limitations described in ‘‘Minimum Vesting Requirements’’ above). Shares covered by different stock
options granted under the Amended 2018 EIP may be subject to different vesting schedules as the Plan
Administrator may determine.
The Plan Administrator may impose limitations on the transferability of stock options granted under the
Amended 2018 EIP in its discretion. Generally, a participant may not transfer a stock option granted under the
Amended 2018 EIP other than by will or the laws of descent and distribution or, subject to approval by the Plan
Administrator, pursuant to a domestic relations order or an official marital settlement agreement. However, the
Plan Administrator may permit transfer of a stock option in a manner that is not prohibited by applicable tax and
securities laws. In addition, subject to approval by the Plan Administrator, a participant may designate a
beneficiary who may exercise the stock option following the participant’s death. Notwithstanding the foregoing,
no option may be transferred to any financial institution without prior stockholder approval.
Limitations on Incentive Stock Options
The aggregate fair market value, determined at the time of grant, of shares of our common stock with
respect to ISOs that are exercisable for the first time by a participant during any calendar year under all of our
stock plans may not exceed $100,000. The stock options or portions of stock options that exceed this limit or
otherwise fail to qualify as ISOs are treated as NSOs. No ISO may be granted to any person who, at the time of
grant, owns or is deemed to own stock possessing more than 10% of our total combined voting power or that of
any affiliate unless the following conditions are satisfied:
•

the exercise price of the ISO must be at least 110% of the fair market value of our common stock on
the date of grant; and

•

the term of the ISO must not exceed five years from the date of grant.

Subject to adjustment for certain changes in our capitalization, the aggregate maximum number of shares of
our common stock that may be issued pursuant to the exercise of ISOs under the Amended 2018 EIP is
17,600,000 shares.

18

Stock Appreciation Rights
Stock appreciation rights may be granted under the Amended 2018 EIP pursuant to stock appreciation right
agreements. Each stock appreciation right is denominated in common stock share equivalents. The strike price of
each stock appreciation right will be determined by the Plan Administrator, but will in no event be less than
100% of the fair market value of our common stock on the date of grant. The term of stock appreciation rights
granted under the Amended 2018 EIP may not exceed seven years from the date of grant. The Plan Administrator
may also impose restrictions or conditions upon the vesting of stock appreciation rights that it deems appropriate
(subject to the limitations described in ‘‘Minimum Vesting Requirements’’ above). The appreciation distribution
payable upon exercise of a stock appreciation right may be paid in shares of our common stock, in cash, in a
combination of cash and stock, or in any other form of consideration determined by the Plan Administrator and
set forth in the stock appreciation right agreement. Stock appreciation rights will be subject to the same
conditions upon termination of continuous service and restrictions on transfer as stock options under the
Amended 2018 EIP.
Restricted Stock Awards
Restricted stock awards may be granted under the Amended 2018 EIP pursuant to restricted stock award
agreements. A restricted stock award may be granted in consideration for cash, check, bank draft or money order
payable to us, the participant’s services performed for us or any of our affiliates, or any other form of legal
consideration acceptable to the Plan Administrator. Shares of our common stock acquired under a restricted stock
award may be subject to forfeiture to or repurchase by us in accordance with a vesting schedule to be determined
by the Plan Administrator (subject to the limitations described in ‘‘Minimum Vesting Requirements’’ above).
Rights to acquire shares of our common stock under a restricted stock award may be transferred only upon such
terms and conditions as are set forth in the restricted stock award agreement; provided, however, that no
restricted stock award may be transferred to any financial institution without prior stockholder approval. Upon a
participant’s termination of continuous service for any reason, any shares subject to restricted stock awards held
by the participant that have not vested as of such termination date may be forfeited to or repurchased by us.
Restricted Stock Unit Awards
Restricted stock unit awards may be granted under the Amended 2018 EIP pursuant to restricted stock unit
award agreements. Payment of any purchase price may be made in any form of legal consideration acceptable to
the Plan Administrator. A restricted stock unit award may be settled by the delivery of shares of our common
stock, in cash, in a combination of cash and stock, or in any other form of consideration determined by the Plan
Administrator and set forth in the restricted stock unit award agreement. Restricted stock unit awards may be
subject to vesting in accordance with a vesting schedule to be determined by the Plan Administrator (subject to
the limitations described in ‘‘Minimum Vesting Requirements’’ above). Except as otherwise provided in a
participant’s restricted stock unit award agreement or other written agreement with us or one of our affiliates,
restricted stock units that have not vested will be forfeited upon the participant’s termination of continuous
service for any reason.
Performance Stock Awards
A performance stock award is a stock award that is payable (including that may be granted, may vest, or
may be exercised) contingent upon the attainment of pre-determined performance goals during a performance
period. A performance stock award may require the completion of a specified period of continuous service.
The length of any performance period, the performance goals to be achieved during the performance period, and
the measure of whether and to what degree such performance goals have been attained will be determined by the
Plan Administrator (subject to the limitations described in ‘‘Minimum Vesting Requirements’’ above). In addition,
to the extent permitted by applicable law and the performance stock award agreement, the Plan Administrator
may determine that cash may be used in payment of performance stock awards.
Performance goals under the Amended 2018 EIP will be based on any one or more of the following
performance criteria: (i) earnings (including earnings per share and net earnings); (ii) earnings before interest,
taxes and depreciation; (iii) earnings before interest, taxes, depreciation and amortization (EBITDA); (iv) total
stockholder return; (v) return on equity or average stockholder’s equity; (vi) return on assets, investment, or
capital employed; (vii) stock price or stock price performance; (viii) margin (including gross margin); (ix) net
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income (before or after taxes); (x) operating income; (xi) operating income after taxes; (xii) pre-tax profit;
(xiii) operating cash flow; (xiv) sales or revenue targets; (xv) increases in revenue or product revenue;
(xvi) expenses and cost reduction goals; (xvii) improvement in or attainment of working capital levels;
(xviii) economic value added (or an equivalent metric); (xix) market share; (xx) cash flow; (xxi) cash flow
per share; (xxii) share price performance; (xxiii) debt reduction; (xxiv) implementation or completion of projects
or processes; (xxv) customer satisfaction; (xxvi) stockholders’ equity; (xxvii) capital expenditures; (xxviii) debt
levels; (xxix) operating profit or net operating profit; (xxx) workforce diversity; (xxxi) growth of net income or
operating income; (xxxii) billings; (xxxiii) submission to, or approval by, a regulatory body (including but not
limited to the U.S. Food and Drug Administration) of an applicable filing for a product candidate or other
product development milestones; (xxxiv) acquisitions, divestitures, joint ventures, strategic alliances, licenses or
collaborations; (xxxv) spin-offs, split-ups, reorganizations, recapitalizations, restructurings, financings (debt or
equity) or refinancings; (xxxvi) manufacturing or process development, clinical trial, regulatory, intellectual
property, compliance or research objectives; and (xxxvii) any other measures of performance selected by the Plan
Administrator.
Performance goals may be based on a company-wide basis, with respect to one or more business units,
divisions, affiliates or business segments, and in either absolute terms or relative to the performance of one or
more comparable companies or the performance of one or more relevant indices. The Plan Administrator is
authorized to make appropriate adjustments in the method of calculating the attainment of performance goals for
a performance period as follows: (i) to exclude restructuring and/or other nonrecurring charges; (ii) to exclude
exchange rate effects, as applicable, for non-U.S. dollar denominated performance goals; (iii) to exclude the
effects of changes to generally accepted accounting principles; (iv) to exclude the effects of any statutory
adjustments to corporate tax rates; (v) to exclude the effects of items that are ‘‘unusual’’ in nature or occur
‘‘infrequently’’ as determined under generally accepted accounting principles; (vi) to exclude the dilutive effects
of acquisitions or joint ventures; (vii) to assume that any business divested by the Company achieved
performance objectives at targeted levels during the balance of a performance period following such divestiture;
(viii) to exclude the effect of any change in the outstanding shares of our common stock by reason of any stock
dividend or split, stock repurchase, reorganization, recapitalization, merger, consolidation, spin-off, combination
or exchange of shares or other similar corporate change, or any distributions to common stockholders other than
regular cash dividends; (ix) to exclude the effects of stock based compensation and/or the award of an annual
cash incentive under our Annual Incentive Program; (x) to exclude the effect of any other unusual, non-recurring
gain or loss or other extraordinary item; and (xi) to make other appropriate adjustments selected by the Plan
Administrator.
In addition, the Plan Administrator retains the discretion to reduce or eliminate the compensation or
economic benefit due upon the attainment of any performance goals and to define the manner of calculating the
performance criteria it selects to use for a performance period.
Other Stock Awards
Other forms of stock awards valued in whole or in part by reference to, or otherwise based on, our common
stock may be granted either alone or in addition to other stock awards under the Amended 2018 EIP. Subject to
the terms of the Amended 2018 EIP (including the limitations described in ‘‘Minimum Vesting Requirements’’
above), the Plan Administrator will have sole and complete authority to determine the persons to whom and the
time or times at which such other stock awards will be granted, the number of shares of our common stock to be
granted and all other terms and conditions of such other stock awards.
Clawback/Recoupment
Awards granted under the Amended 2018 EIP will be subject to recoupment in accordance with any
clawback policy that we are required to adopt pursuant to the listing standards of any national securities
exchange or association on which our securities are listed or as is otherwise required by the Dodd-Frank Wall
Street Reform and Consumer Protection Act or other applicable law. In addition, the Plan Administrator may
impose other clawback, recovery or recoupment provisions in an award agreement, including a reacquisition right
in respect of previously acquired shares or other cash or property upon the occurrence of cause.
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Changes to Capital Structure
In the event of certain capitalization adjustments, the Plan Administrator will appropriately adjust: (i) the
class(es) and maximum number of securities subject to the Amended 2018 EIP; (ii) the class(es) and maximum
number of securities that may be issued pursuant to the exercise of ISOs; and (iii) the class(es) and number of
securities and price per share of stock subject to outstanding stock awards.
Corporate Transaction and Change in Control
The following provisions will apply to outstanding awards under the Amended 2018 EIP and any Prior Plan
in the event of a corporate transaction (as defined in the Amended 2018 EIP and described below) or a change in
control (as defined in the Amended 2018 EIP and described below) unless otherwise provided in the instrument
evidencing the award, in any other written agreement between us or one of our affiliates and the participant, or
in our director compensation policy. For purposes of this Proposal 3, the term ‘‘Transaction’’ will mean such
corporate transaction or change in control.
In the event of a Transaction, any surviving or acquiring corporation (or its parent company) may assume or
continue any or all outstanding awards under the Amended 2018 EIP and/or any Prior Plan, or may substitute
similar stock awards for such outstanding awards (including, but not limited to, awards to acquire the same
consideration paid to the stockholders of the Company pursuant to the Transaction), and any reacquisition or
repurchase rights held by the Company in respect of shares issued pursuant to any outstanding awards under the
Amended 2018 EIP and/or any Prior Plan may be assigned by the Company to the surviving or acquiring
corporation (or its parent company). The terms of any such assumption, continuation or substitution will be set
by the Plan Administrator.
In the event of a Transaction in which the surviving or acquiring corporation (or its parent company) does
not assume or continue outstanding awards under the Amended 2018 EIP and/or any Prior Plan, or substitute
similar stock awards for such outstanding awards, then with respect to any such awards that have not been
assumed, continued or substituted and that are held by participants whose continuous service has not terminated
prior to the effective time of the Transaction (the ‘‘Current Participants’’), the vesting (and exercisability, if
applicable) of such awards will be accelerated in full (and with respect to performance stock awards, vesting will
be deemed to be satisfied at the target level of performance) to a date prior to the effective time of the
Transaction (contingent upon the closing or completion of the Transaction) as the Plan Administrator will
determine (or, if the Plan Administrator does not determine such a date, to the date that is five days prior to the
effective time of the Transaction), and such awards will terminate if not exercised (if applicable) prior to the
effective time of the Transaction in accordance with the exercise procedures determined by the Plan
Administrator, and any reacquisition or repurchase rights held by the Company with respect to such awards will
lapse (contingent upon the closing or completion of the Transaction).
In the event of a Transaction in which the surviving or acquiring corporation (or its parent company) does
not assume or continue outstanding awards under the Amended 2018 EIP and/or any Prior Plan, or substitute
similar stock awards for such outstanding awards, then with respect to any such awards that have not been
assumed, continued or substituted and that are held by participants other than the Current Participants, such
awards will terminate if not exercised (if applicable) prior to the effective time of the Transaction in accordance
with the exercise procedures determined by the Plan Administrator; provided, however, that any reacquisition or
repurchase rights held by the Company with respect to such awards will not terminate and may continue to be
exercised notwithstanding the Transaction.
Notwithstanding the foregoing, in the event any outstanding award under the Amended 2018 EIP and/or any
Prior Plan held by a participant will terminate if not exercised prior to the effective time of a Transaction, the
Plan Administrator may provide that the participant may not exercise such award but instead will receive a
payment, in such form as may be determined by the Plan Administrator, equal in value to the excess, if any, of
(i) the value of the property the participant would have received upon the exercise of such award immediately
prior to the effective time of the Transaction, over (ii) any exercise price payable by the participant in connection
with such exercise.
Unless provided otherwise in the participant’s award agreement, in any other written agreement or plan with
us or one of our affiliates, or in our director compensation policy, outstanding awards under the Amended
2018 EIP and any Prior Plan will not be subject to additional acceleration of vesting and exercisability upon or
after a change in control.
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For purposes of the Amended 2018 EIP, a corporate transaction generally will be deemed to occur in the
event of the consummation of: (i) a sale or other disposition of all or substantially all of our consolidated assets;
(ii) a sale or other disposition of at least 90% of our outstanding securities; (iii) a merger, consolidation or
similar transaction following which we are not the surviving corporation; or (iv) a merger, consolidation or
similar transaction following which we are the surviving corporation but the shares of our common stock
outstanding immediately prior to the transaction are converted or exchanged into other property by virtue of the
transaction.
For purposes of the Amended 2018 EIP, a change in control generally will be deemed to occur in the event:
(i) a person, entity or group acquires, directly or indirectly, our securities representing more than 50% of the
combined voting power of our then outstanding securities, other than by virtue of a merger, consolidation, or
similar transaction; (ii) there is consummated a merger, consolidation, or similar transaction and, immediately
after the consummation of such transaction, our stockholders immediately prior thereto do not own, directly or
indirectly, more than 50% of the combined outstanding voting power of the surviving entity or the parent of the
surviving entity in substantially the same proportions as their ownership of our outstanding voting securities
immediately prior to such transaction; (iii) there is consummated a sale or other disposition of all or substantially
all of our consolidated assets, other than a sale or other disposition to an entity in which more than 50% of the
entity’s combined voting power is owned by our stockholders in substantially the same proportions as their
ownership of our outstanding voting securities immediately prior to such sale or other disposition; or (iv) over a
period of 12 months or less, a majority of our Board becomes comprised of individuals whose nomination,
appointment, or election was not approved by a majority of the Board members or their approved successors.
Plan Amendments and Termination
The Plan Administrator has the authority to amend or terminate the Amended 2018 EIP at any time.
However, except as otherwise provided in the Amended 2018 EIP or an award agreement, no amendment or
termination of the Amended 2018 EIP may materially impair a participant’s rights under his or her outstanding
awards without the participant’s consent.
We will obtain stockholder approval of any amendment to the Amended 2018 EIP as required by applicable
law and listing requirements. No incentive stock options may be granted under the Amended 2018 EIP after
April 8, 2028, which is the tenth anniversary of the date the 2018 EIP was originally adopted by the Board.
U.S. Federal Income Tax Consequences
The following is a summary of the principal United States federal income tax consequences to participants
and us with respect to participation in the Amended 2018 EIP. This summary is not intended to be exhaustive
and does not discuss the income tax laws of any local, state or foreign jurisdiction in which a participant may
reside. The information is based upon current federal income tax rules and therefore is subject to change when
those rules change. Because the tax consequences to any participant may depend on his or her particular
situation, each participant should consult the participant’s tax adviser regarding the federal, state, local and other
tax consequences of the grant or exercise of an award or the disposition of stock acquired the Amended
2018 EIP. The Amended 2018 EIP is not qualified under the provisions of Section 401(a) of the Internal Revenue
Code of 1986, as amended (the ‘‘Code’’), and is not subject to any of the provisions of the Employee Retirement
Income Security Act of 1974. Our ability to realize the benefit of any tax deductions described below depends on
our generation of taxable income as well as the requirement of reasonableness, the provisions of Section 162(m)
of the Code and the satisfaction of our tax reporting obligations.
Nonstatutory Stock Options
Generally, there is no taxation upon the grant of an NSO if the stock option is granted with an exercise
price equal to the fair market value of the underlying stock on the grant date. Upon exercise, a participant will
recognize ordinary income equal to the excess, if any, of the fair market value of the underlying stock on the
date of exercise of the stock option over the exercise price. If the participant is employed by us or one of our
affiliates, that income will be subject to withholding taxes. The participant’s tax basis in those shares will be
equal to their fair market value on the date of exercise of the stock option, and the participant’s capital gain
holding period for those shares will begin on that date.
We will generally be entitled to a tax deduction equal to the taxable ordinary income realized by the
participant.
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Incentive Stock Options
The Amended 2018 EIP provides for the grant of stock options that are intended to qualify as ‘‘incentive
stock options,’’ as defined in Section 422 of the Code. Under the Code, a participant generally is not subject to
ordinary income tax upon the grant or exercise of an ISO. If the participant holds a share received upon exercise
of an ISO for more than two years from the date the stock option was granted and more than one year from the
date the stock option was exercised, which is referred to as the required holding period, the difference, if any,
between the amount realized on a sale or other taxable disposition of that share and the participant’s tax basis in
that share will be long-term capital gain or loss.
If, however, a participant disposes of a share acquired upon exercise of an ISO before the end of the
required holding period, which is referred to as a disqualifying disposition, the participant generally will
recognize ordinary income in the year of the disqualifying disposition equal to the excess, if any, of the fair
market value of the share on the date of exercise of the stock option over the exercise price. However, if the
sales proceeds are less than the fair market value of the share on the date of exercise of the stock option, the
amount of ordinary income recognized by the participant will not exceed the gain, if any, realized on the sale.
If the amount realized on a disqualifying disposition exceeds the fair market value of the share on the date of
exercise of the stock option, that excess will be short-term or long-term capital gain, depending on whether the
holding period for the share exceeds one year.
For purposes of the alternative minimum tax, the amount by which the fair market value of a share of stock
acquired upon exercise of an ISO exceeds the exercise price of the stock option generally will be an adjustment
included in the participant’s alternative minimum taxable income for the year in which the stock option is
exercised. If, however, there is a disqualifying disposition of the share in the year in which the stock option is
exercised, there will be no adjustment for alternative minimum tax purposes with respect to that share. In
computing alternative minimum taxable income, the tax basis of a share acquired upon exercise of an ISO is
increased by the amount of the adjustment taken into account with respect to that share for alternative minimum
tax purposes in the year the stock option is exercised.
We are not allowed a tax deduction with respect to the grant or exercise of an ISO or the disposition of a
share acquired upon exercise of an ISO after the required holding period. If there is a disqualifying disposition of
a share, however, we will generally be entitled to a tax deduction equal to the taxable ordinary income realized
by the participant, provided that either the employee includes that amount in income or we timely satisfy our
reporting requirements with respect to that amount.
Restricted Stock Awards
Generally, the recipient of a restricted stock award will recognize ordinary income at the time the stock is
received equal to the excess, if any, of the fair market value of the stock received over any amount paid by the
recipient in exchange for the stock. If, however, the stock is not vested when it is received (for example, if the
employee is required to work for a period of time in order to have the right to sell the stock), the recipient
generally will not recognize income until the stock becomes vested, at which time the recipient will recognize
ordinary income equal to the excess, if any, of the fair market value of the stock on the date it becomes vested
over any amount paid by the recipient in exchange for the stock. A recipient may, however, file an election with
the Internal Revenue Service, within 30 days following his or her receipt of the stock award, to recognize
ordinary income, as of the date the recipient receives the award, equal to the excess, if any, of the fair market
value of the stock on the date the award is granted over any amount paid by the recipient for the stock.
The recipient’s basis for the determination of gain or loss upon the subsequent disposition of shares acquired
from a restricted stock award will be the amount paid for such shares plus any ordinary income recognized either
when the stock is received or when the stock becomes vested.
We will generally be entitled to a tax deduction equal to the taxable ordinary income realized by the
recipient of the restricted stock award.
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Restricted Stock Unit Awards
Generally, the recipient of a restricted stock unit award structured to comply with the requirements of
Section 409A of the Code or an exemption to Section 409A of the Code will recognize ordinary income at the
time the stock is delivered equal to the excess, if any, of the fair market value of the stock received over any
amount paid by the recipient in exchange for the stock. To comply with the requirements of Section 409A of the
Code, the stock subject to a restricted stock unit award may generally only be delivered upon one of the
following events: a fixed calendar date (or dates), separation from service, death, disability or a change in
control. If delivery occurs on another date, unless the restricted stock unit award otherwise complies with or
qualifies for an exemption to the requirements of Section 409A of the Code, in addition to the tax treatment
described above, the recipient will owe an additional 20% federal tax and interest on any taxes owed.
The recipient’s basis for the determination of gain or loss upon the subsequent disposition of shares acquired
from a restricted stock unit award will be the amount paid for such shares plus any ordinary income recognized
when the stock is delivered.
We will generally be entitled to a tax deduction equal to the taxable ordinary income realized by the
recipient of the restricted stock unit award.
Stock Appreciation Rights
Generally, if a stock appreciation right is granted with an exercise price equal to the fair market value of the
underlying stock on the grant date, the recipient will recognize ordinary income equal to the fair market value of
the stock or cash received upon such exercise. We will generally be entitled to a tax deduction equal to the
taxable ordinary income realized by the recipient of the stock appreciation right.
Section 162(m) Limitations
Under Section 162(m) of the Code (‘‘Section 162(m)’’), compensation paid to any publicly held
corporation’s ‘‘covered employees’’ that exceeds $1 million per taxable year for any covered employee is
generally non-deductible. Awards granted under the Amended 2018 EIP will be subject to the deduction limit
under Section 162(m) and will not be eligible to qualify for the performance-based compensation exception
under Section 162(m) pursuant to the transition relief provided by the Tax Cuts and Jobs Act.
New Plan Benefits under Amended 2018 EIP
Name and Position

Number of Shares

Ryan Spencer
Chief Executive Officer and Director
Eddie Gray
Former Chief Executive Officer and Director
David F. Novack
President and Chief Operating Officer
Michael S. Ostrach
Senior Vice President, Chief Financial Officer and Chief Business Officer
Robert Janssen, M.D.
Senior Vice President and Chief Medical Officer
Robert L. Coffman, Ph.D.
Former Senior Vice President and Chief Scientific Officer
All current executive officers as a group
All current directors who are not executive officers as a group
All employees, including all current officers who are not executive officers, as a group
(1)

(2)

(1)
(2)
(1)
(1)
(1)
(3)
(1)
(4)
(1)

Awards granted under the Amended 2018 EIP to our executive officers and other employees are discretionary and are not subject to set
benefits or amounts under the terms of the Amended 2018 EIP, and our Board and our Compensation Committee have not granted any
awards under the Amended 2018 EIP subject to stockholder approval of this Proposal 3. Accordingly, the benefits or amounts that will
be received by or allocated to our executive officers and other employees under the Amended 2018 EIP are not determinable.
In May 2019, Mr. Gray submitted notice of his retirement from the Company, including the Board, effective August 1, 2019. Therefore,
he is not eligible to receive any future awards under the Amended 2018 EIP.
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(3)

In October 2019, Dr. Coffman submitted notice of his retirement from the Company, effective December 1, 2019. Therefore, he is not
eligible to receive any future awards under the Amended 2018 EIP.

(4)

Awards granted under the Amended 2018 EIP to our non-employee directors are discretionary and are not subject to set benefits or
amounts under the terms of the Amended 2018 EIP. However, pursuant to our current compensation program for non-employee
directors, the aggregate number of shares of our common stock subject to awards that will automatically be granted on an annual basis
to all of our current directors who are not executive officers as a group will be as follows: (i) with respect to such awards to be granted
on the date of the 2020 Annual Meeting, such aggregate number will be 143,750 shares (which consists of a stock option to purchase
25,000 shares of our common stock for each of our current non-employee directors, other than Dr. Hack (who was appointed to the
Board on August 12, 2019 and, therefore, is only eligible to receive a stock option to purchase 18,750 shares of our common stock));
and (ii) with respect to such awards to be granted on the date of each Annual Meeting after the 2020 Annual Meeting, such aggregate
number will be 150,000 shares (which consists of a stock option to purchase 25,000 shares of our common stock for each of our
current non-employee directors). On and after the date of the 2020 Annual Meeting, any such stock options will be granted under the
Amended 2018 EIP if this Proposal 3 is approved by our stockholders. For additional information regarding our current compensation
program for non-employee directors, please see ‘‘Director Compensation’’ below.

Awards Granted under the 2018 EIP
The following table sets forth, for each of the individuals and various groups indicated, the total number of
shares of our common stock subject to awards that have been granted under the 2018 EIP as of April 6, 2020.
2018 Equity Incentive Plan
As of
April 6, 2020
Number of Shares

Name and Position

Ryan Spencer
Chief Executive Officer and Director
Eddie Gray
Former Chief Executive Officer and Director
David F. Novack
President and Chief Operating Officer
Michael S. Ostrach
Senior Vice President, Chief Financial Officer and Chief Business Officer
Robert Janssen, M.D.
Senior Vice President and Chief Medical Officer
Robert L. Coffman, Ph.D.
Former Senior Vice President and Chief Scientific Officer
All current executive officers as a group
All current directors who are not executive officers as a group
Each nominee for election as a director:
Daniel L. Kisner, M.D.
Natale Ricciardi
Ryan Spencer
Each associate of any executive officers, current directors or director nominees
Each other person who received or is to receive 5% of awards
All employees, including all current officers who are not executive officers, as a group

682,050
350,000
534,000
240,000
260,000
110,000
1,716,050
165,000
30,000
30,000
682,050
—
—
6,204,535

Vote Required
The affirmative vote of the holders of a majority of shares present (either in person or by proxy) and
entitled to vote on the matter at the Annual Meeting will be required to approve this Proposal 3. Abstentions will
be counted toward the tabulation of votes cast on proposals presented to the stockholders and will have the same
effect as negative votes. Broker non-votes are counted towards a quorum but are not counted for any purpose in
determining whether this Proposal 3 has been approved.
THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 3.
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PROPOSAL 4
ADVISORY VOTE ON EXECUTIVE COMPENSATION
Under the Dodd-Frank Wall Street Reform and Consumer Protection Act and Section 14A of the Securities
Exchange Act of 1934, as amended (the ‘‘Exchange Act’’), Dynavax stockholders are being asked to approve, on
an advisory basis, the compensation of our named executive officers as disclosed in this proxy statement, which
is commonly referred to as a ‘‘say-on-pay vote.’’ This vote is not intended to address any specific item of
compensation, but rather the overall compensation of our named executive officers, which results from our
compensation philosophy, policies and practices as discussed in this proxy statement. The compensation of our
named executive officers subject to the say-on-pay vote is described in the Compensation Discussion and
Analysis, the accompanying tables, and the related narrative disclosure contained in this proxy statement.
Our Compensation Committee is responsible for designing and administering our executive compensation
programs. Our Compensation Committee firmly believes that Dynavax’s executive compensation programs
should reward our named executive officers for performance, and that when key performance objectives are not
achieved, the compensation of our named executive officers should reflect as much. We believe that the
compensation of our named executive officers, as disclosed in this proxy, reflects this philosophy. In addition,
our Compensation Committee believes that the compensation programs for our named executive officers have
been instrumental in helping Dynavax be able to attract, retain and motivate our executive team, thereby enabling
our company to be in a position to move forward with our business strategy.
Our Board of Directors is now asking our stockholders to indicate their support for the compensation of our
named executive officers as described in this proxy statement by casting a non-binding advisory vote ‘‘For’’ the
following resolution:
‘‘RESOLVED, that the compensation paid to Dynavax’s named executive officers, as disclosed pursuant to
Item 402 of Regulation S-K, including the Compensation Overview, compensation tables and narrative
discussion, is hereby APPROVED.’’
Although this vote is advisory and the outcome is not binding on our Board, the views expressed by our
stockholders, whether through this vote or otherwise, are important to us. As a result, the Board and the
Compensation Committee will carefully review the results of this vote, and they will consider these results in
making future decisions about our executive compensation programs and arrangements.
Unless our Board modifies its policy on the frequency of future advisory votes on the compensation of our
named executive officers, which are currently submitted to stockholders on an annual basis, the next advisory
vote on the compensation of our named executive officers will be held at the 2021 annual meeting of
stockholders.
Vote Required
Approval of this advisory proposal requires the affirmative vote of the holders of a majority of shares
present (either in person or by proxy) and entitled to vote on the matter at the Annual Meeting. Abstentions will
be counted toward the tabulation of votes cast on proposals presented to the stockholders and will have the same
effect as negative votes. Broker non-votes are counted towards a quorum but are not counted for any purpose in
determining whether this Proposal 4 has been approved.
THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 4.
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PROPOSAL 5
RATIFICATION OF SELECTION OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Audit Committee has selected Ernst & Young LLP, or Ernst & Young, as our independent registered
public accounting firm for the fiscal year ending December 31, 2020. Ernst & Young has audited our financial
statements since 2002. Representatives of Ernst & Young are expected to be present at the Annual Meeting. Ernst
& Young will have an opportunity to make a statement if it so desires and will be available to respond to
appropriate questions.
If the stockholders fail to ratify the selection of Ernst & Young, the Audit Committee will reconsider
whether or not to retain that firm. Even if the selection is ratified, the Audit Committee in its discretion may
direct the appointment of a different independent registered public accounting firm at any time during the year if
it determines that such a change would be in the best interests of the Company and its stockholders.
Vote Required
The affirmative vote of the holders of a majority of the shares present (either in person or by proxy) and
entitled to vote on the matter at the Annual Meeting will be required to ratify the selection of Ernst & Young.
Abstentions will be counted toward the tabulation of votes cast on proposals presented to the stockholders and
will have the same effect as negative votes. Broker non-votes are counted towards a quorum but are not counted
for any purpose in determining whether this matter has been approved; however, Proposal 5 is considered a
‘‘routine’’ matter, and therefore no broker non-votes are expected in connection with this Proposal 5.
THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 5.
AUDIT FEES
In connection with the audit of our 2019 financial statements, we entered into an engagement agreement
with Ernst & Young which sets forth the terms by which Ernst & Young will perform audit services for us.
The following table represents aggregate fees billed to the Company for the fiscal years ended
December 31, 2019 and 2018 by Ernst & Young, our principal auditors. The Audit Committee pre-approved all
service fees described below.
Fiscal Year Ended
2019
2018
(1)

Audit Fees
Tax Fees(2)
All Other Fees(3)
Total Fees
(1)

(2)
(3)

$1,475,391
46,550
1,995
$1,523,936

$1,442,681
79,200
1,995
$1,523,876

Audit fees include fees for the audit of our consolidated financial statements and interim reviews of our quarterly financial statements,
including compliance with the provisions of Section 404 of the Sarbanes-Oxley Act as well as fees related to registration statements,
consents and other services related to SEC matters. In each of 2018 and 2019, audit fees included fees related to a comfort letter in
connection with an equity offering.
Tax fees include Section 382 study and other tax advisory services.
All other fees represent subscription fees for an online accounting research tool and related database.

PRE-APPROVAL POLICIES AND PROCEDURES
Our Audit Committee has adopted a policy and procedures for the pre-approval of audit and non-audit
services rendered by our independent registered public accounting firm, Ernst & Young. Under the policy, the
Audit Committee pre-approves specified services in the defined categories of audit services, audit-related
services, tax services and all other services up to specified amounts. Pre-approval may be given as part of the
Audit Committee’s approval of the scope of the engagement of the independent registered public accounting firm
or on an interim basis by the Audit Committee Chair, as needed and on a case-by-case basis before the
independent registered public accounting firm is engaged to provide each service.
The Audit Committee has determined that services rendered by Ernst & Young are compatible with
maintaining the principal auditors’ independence.
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EXECUTIVE OFFICERS
The following table sets forth certain information with respect to our executive officers as of April 6, 2020:
Name

Age

Position

Ryan Spencer(1)
David F. Novack
Michael S. Ostrach
Robert Janssen, M.D.

42
58
68
66

Chief Executive Officer and Director
President and Chief Operating Officer
Senior Vice President, Chief Financial Officer and Chief Business Officer
Chief Medical Officer and Senior Vice President, Clinical Development,
Medical and Regulatory Affairs

(1)

Please see ‘‘Proposal 1 – Election of Directors’’ in this proxy statement for more information about Mr. Spencer.

David F. Novack – President and Chief Operating Officer
Mr. Novack joined Dynavax in March 2013 as Senior Vice President, Operations and Quality, served as an
interim co-President between May and December 2019, and has served as our President and Chief Operating
Officer since December 2019. Mr. Novack was formerly with Novartis Vaccines & Diagnostics where he served
since 2009 as the Global Head of Technical Operations and Supply Chain for Diagnostics and previously from
2007 to 2009 as the Global Head of Vaccine Manufacturing Strategy. Prior to Novartis, Mr. Novack was the
Vice President, Business Development for Vaxin, Inc., a vaccine company, from 2004 to 2006. From 1993 until
2004, Mr. Novack worked at MedImmune, formerly Aviron, serving in several capacities including business
development, manufacturing, contract operations and most recently as Senior Director, Supply Chain Operations.
Previously, from 1989 to 1993, Mr. Novack was with American Cyanamid Company in various roles.
Mr. Novack received a B.S. in Biology from State University of New York and an M.B.A. from
Columbia University.
Michael S. Ostrach – Senior Vice President, Chief Financial Officer and Chief Business Officer
Mr. Ostrach is our Senior Vice President, Chief Financial Officer and Chief Business Officer. Mr. Ostrach
joined Dynavax in October 2006 as Vice President, Chief Business Officer and General Counsel, and became
Principal Financial Officer in September 2013, Chief Financial Officer in March 2015 and Senior Vice President
in February 2016. Mr. Ostrach held the position of Dynavax’s General Counsel from October 2006 to September
2015. From 2005 to 2006, he was Chief Operating Officer, Chief Financial Officer and General Counsel at
Threshold Pharmaceuticals. From 1997 to 2004, Mr. Ostrach was at Kosan Biosciences, most recently as
President and Chief Operating Officer. Mr. Ostrach began his corporate career at Cetus Corporation, where he
served in several capacities between 1981 and 1991, initially as General Counsel and finally as Senior
Vice President of Corporate Affairs and General Counsel. Following the acquisition of Cetus by Chiron
Corporation in 1991, Mr. Ostrach became President of Chiron Technologies. He holds a B.A. from Brown
University and a J.D. from Stanford Law School.
Robert Janssen, M.D. – Chief Medical Officer and Senior Vice President, Clinical Development, Medical
and Regulatory Affairs
Dr. Janssen was appointed Chief Medical Officer and Senior Vice President, Clinical Development, Medical
and Regulatory Affairs in January 2018. Dr. Janssen was appointed Chief Medical Officer and Vice President,
Clinical Development and Regulatory Affairs in July 2013. He served as Dynavax’s Vice President, Medical
Affairs since November 2012 and was previously Senior Director, Clinical Development at Dynavax from 2010
through 2012, during which time he was extensively involved with Phase 3 clinical development of
HEPLISAV-B and its U.S. and European licensing applications. Prior to joining Dynavax, Dr. Janssen was Vice
President, Medical Affairs at Gilead from 2008 to 2010 where he was responsible for oversight of physician and
health care provider education focused on HIV and hepatitis B therapies. Until 2008, Dr. Janssen spent 23 years
at the U.S. Centers for Disease Control and Prevention (‘‘CDC’’), most recently as the Director of the Division
of HIV/AIDS Prevention from 2000 to 2008. Under his leadership, the CDC first explored HIV treatment as a
mode of HIV prevention and launched several of the earliest Phase 3 trials of pre-exposure prophylaxis for HIV.
Dr. Janssen received a Bachelor of Arts degree with Honors in Humanities from Stanford University and his
M.D. degree from the University of Southern California. He is a neurologist with training in virology received at
the University of Pennsylvania. Dr. Janssen has been the beneficiary of numerous honors and awards during his
career. He has published over 130 scientific articles in a variety of journals and has served as a reviewer for
leading scientific journals.
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COMPENSATION OVERVIEW
Overview
This Compensation Overview discusses our executive compensation philosophy and practices and provides
an overview of the Compensation Committee’s 2019 decisions for the following named executive officers
(‘‘NEOs’’) whose compensation is set forth in the Summary Compensation Table and other related tables
contained in this proxy statement:
•

Ryan Spencer, Chief Executive Officer and Director;

•

Eddie Gray, former Chief Executive Officer and Director;

•

David F. Novack, President and Chief Operating Officer;

•

Michael S. Ostrach, Senior Vice President, Chief Financial Officer and Chief Business Officer;

•

Robert Janssen, M.D., Chief Medical Officer and Senior Vice President, Clinical Development, Medical
and Regulatory Affairs; and

•

Robert L. Coffman, Ph.D., former Senior Vice President and Chief Scientific Officer.

Business Overview, Corporate Developments in 2019 and Early 2020 and Relationship to Executive
Compensation
We are a commercial stage biopharmaceutical company focused on developing and commercializing novel
vaccines. Our first commercial product, HEPLISAV-B® (Hepatitis B Vaccine (Recombinant), Adjuvanted), was
approved by the United States Food and Drug Administration (‘‘FDA’’) in November 2017 for prevention of
infection caused by all known subtypes of hepatitis B virus in adults age 18 years and older. We commenced
commercial shipments of HEPLISAV-B in the U.S. in January 2018 and deployed our sales force in February
2018. We have world-wide commercial rights to HEPLISAV-B.
For 2020, our business is focused on continued commercialization of HEPLISAV-B in the U.S., advancing
our Marketing Authorization Application (‘‘MAA’’) for HEPLISAV-B in Europe, and developing novel vaccines
using our proprietary adjuvant, CpG 1018, which was approved by the FDA as part of HEPLISAV-B. We
continue to explore strategic alternatives for our immuno-oncology (‘‘I/O’’) assets.
Given that full commercialization of a new vaccine takes several years and the long product development
cycles in our business, we believe delivery of long-term value to our stockholders is the best measure of our
performance.
At the outset of 2019, our business strategy focused on: (1) continued commercialization of HEPLISAV-B,
and (2) advancing our I/O pipeline. In May of 2019, following a comprehensive analysis of our assets, strengths
and opportunities, and taking into consideration investor feedback, we determined we should focus our resources
on HEPLISAV-B, and wind down our I/O programs and seek strategic alternatives for these programs. We also
announced that as a result of the adjustment in strategic focus, the Board and Company management decided to
reduce our work force by approximately 36% (approximately 80 positions). At the same time, we announced that
Eddie Gray would be retiring from his positions as Chief Executive Officer and Director of the Company,
effective August 1, 2019, and that David Novack (Senior Vice President, Operations and Quality) and Ryan
Spencer (Senior Vice President, Commercial), were appointed by the Board as interim Co-Presidents. In
December of 2019, following a search conducted by our Nominating and Corporate Governance Committee of
internal and external Chief Executive Officer candidates, the Board appointed Ryan Spencer as Chief Executive
Officer and Director and David Novack as President and Chief Operating Officer. In December 2019, Dr. Robert
Coffman, our Chief Scientific Officer, retired from Dynavax.
In addition to executing on our new strategic focus, Messrs. Spencer and Novack, our other NEOs, and our
broader leadership team devoted substantial time and energy last year ensuring an orderly transition of the
Company through the period of significant change, including managing execution of the reduction in force, the
wind down of the I/O program, and other changes associated with the new strategic focus and associated needs,
such as subletting to another party at a higher rent the new corporate headquarters we had previously planned to
move into which included laboratory space we no longer needed, and finding and leading an orderly move to
less costly corporate headquarters in Emeryville, California.
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Currently, total U.S. gross sales for adult hepatitis B vaccines is over $400 million annually, but we believe
the market opportunity for HEPLISAV-B in the United States may be up to approximately $700 million in gross
sales annually. Our field sales force of approximately 60 people across 6 regions and 3 National Accounts is
sized to cover approximately 25% of the total vaccine outlets, which we believe represent approximately 70% of
hepatitis B vaccine sales in the U.S. We converted our previously contracted field sales team into full-time
Dynavax employees on April 1, 2019. This was an important step to help ensure we retained the sales team and
provided operational efficiencies.
In furtherance of the new strategic focus, our NEOs focused on executing our HEPLISAV-B business
strategy by continuing work toward successful commercialization, bringing the field sales force in-house, further
developing a distribution network, and ensuring that we achieved sufficient manufacturing capability to
successfully meet demand and that such manufacturing was done in accordance with applicable quality
requirements. In addition, we recognized the importance of advancing our post-marketing safety study and
initiating our study of the use of HEPLISAV-B in patients undergoing hemodialysis. Our NEOs also focused on
vaccine development and winding down our I/O program.
We believe it was a year of many positive developments for our Company that positioned us for future
success. At the outset, the strategic reorganization around our vaccine business and the wind-down of our I/O
program best positions the Company for the future. For HEPLISAV-B, we continued the commercialization
process with further significant strides by advancing it through the multiple-step decision-making process
employed by institutional hepatitis B vaccine purchasers. We also made substantial progress in our
post-marketing safety study, including announcing positive interim results in December 2019. Importantly, we
demonstrated continued compliance with quality requirements. Each of these developments served to lay a
foundation for future commercial success for HEPLISAV-B through advocacy and adoption efforts.
Certain key events that occurred in our company in 2019 and early 2020 are summarized below.
HEPLISAV-B
For 2019, we note several key accomplishments pertaining to HEPLISAV-B. From a product sales
perspective, we achieved annual product revenues of $34.6 million in 2019, as compared to $6.8 million in 2018.
In addition, we entered into collaborations with Sam’s Club and Albertsons which resulted in HEPLISAV-B
becoming available in thousands of in-store pharmacies nationwide. We also converted our contract sales force to
employees to allow for enhanced collaboration and coordination.
In March 2019, the European Medicines Agency accepted our MAA for review of HEPLISAV-B. This
marked the beginning of the regulatory review process for HEPLISAV-B in the European Union. In addition, we
exercised our option to draw down $75 million of non-dilutive capital under our existing term loan agreement
with CRG Servicing LLC, a healthcare-focused investment firm. This provided necessary funding to continue our
commercialization of HEPLISAV-B, bring our contract field sales force in-house, and to meet other general
business needs.
In May 2019, we announced the enrollment of the first patient in our open-label, single-arm study of
HEPLISAV-B in adults with end-stage renal disease who are initiating or undergoing hemodialysis. The primary
endpoints are to evaluate the immunogenicity induced by HEPLISAV-B at week 20 as measured by
seroprotection rate and to evaluate the safety of HEPLISAV-B with respect to clinically significant adverse
events.
In December 2019, we filed a report on a cumulative analysis (comprising both required interim analyses)
of our post-marketing study of HEPLISAV-B for review by the FDA. The study is assessing the rates of
occurrence of acute myocardial infarction (‘‘AMI’’) in persons receiving HEPLISAV-B compared with
Engerix-B. The interim report assesses unadjudicated events of AMI. The event rates in this interim analysis
were similar between the two treatment arms. The independent data monitoring committee concurred this
analysis showed no evidence of an increase in AMI events in the HEPLISAV-B arm. The study was initiated in
August 2018 and will continue through November 2020.
FINANCING
In August 2019, we completed an underwritten public offering that provided proceeds of approximately
$65.6 million, net of issuance costs of $4.5 million, including an investment of approximately $35 million by
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funds affiliated with Bain Capital Life Sciences Investors, LLC (‘‘Bain Capital Life Sciences’’). In addition, we
subsequently announced the appointment of Andrew A. F. Hack, M.D., Ph.D., a managing director at Bain
Capital Life Sciences, to our Board.
CpG 1018 COLLABORATION ACTIVITY
CpG 1018 is the proprietary Dynavax adjuvant contained in HEPLISAV-B, which demonstrated higher rates
of immunogenicity with lower doses compared to prior existing hepatitis-b vaccines. With our strategic
transformation to focus on our vaccine business, CpG 1018 represents a valuable asset of Dynavax. Thus, we are
seeking to leverage CpG 1018 to develop new and improved vaccines. In March 2020, we announced
collaborations with the University of Queensland, Clover Biopharmaceuticals, and the Coalition for Epidemic
Preparedness Innovations to develop a vaccine for COVID-19 leveraging CpG 1018. In addition, we have an
on-going collaboration with Serum Institute of India, Ltd., the world’s largest vaccine manufacturer, to develop
vaccines containing CpG 1018, including an improved pertussis vaccine.
I/O WIND-DOWN
We have wound down our I/O program, including decreasing R&D expenses in Q4 2019 to $12.3 million,
as compared to $22.9 in Q4 2018, and are exploring options for the sale or transfer of our I/O assets.
Compensation Governance Highlights
What we do

What we do not do

☒

Design executive compensation program to align
pay with performance

☒

☒

Prohibit hedging and discourage pledging by
executive officers and directors (no pledging
occurred in 2019)
Grant equity awards with performance-based
vesting of greater than one year
Conduct an annual say-on-pay vote
Seek input from, listen to and respond to
stockholders

☒

☒
☒
☒

No excessive change in control or severance
payments (no cash severance multiplier greater
than 1.75x base + target bonus)
No repricing of underwater stock options without
stockholder approval

☒

No tax gross-ups

☒
☒

No perquisites
No guaranteed bonuses

Consideration of Our Prior Say-on-Pay Votes and Related Stockholder Engagement
In 2016, our Board of Directors adopted, and our stockholders approved, a policy that we would hold a
say-on-pay vote on a yearly basis. Since adjusting to an annual say-on-pay practice, we have experienced
continued favorable voting results with our say-on-pay practices. The results of the past three years’ voting have
been over 85%, 95%, and 75% in fiscal years 2017, 2018, and 2019, respectively, of stockholders voting in favor
of our pay practices.
We routinely seek and obtain feedback from our stockholders throughout the course of the year. In addition,
we seek feedback from the governance teams of our largest institutional stockholders each year pertaining to
executive compensation. In late 2019 and early 2020, we reached out to the governance teams, and we spoke
with 100% of the stockholders that wanted to provide us with feedback at that time about our executive
compensation practices. During these discussions, which included an opportunity for detailed questions, none of
our stockholders expressed any concerns about our executive compensation practices. The bulk of the
stockholders, while appreciating the outreach, did not feel a need to talk at the time. Additionally, we considered
feedback from Institutional Shareholder Services and Glass Lewis. Based on the feedback, we made the
following two changes: (1) we increased the percentage of our NEO’s performance-based equity compensation
from 20% to 25%; and (2) we established performance goals that would be expected to take longer than a year
to be completed, whereas in the past the NEO performance goals were expected to have a completion period of
one year. These changes provide for an increased link between executive compensation and longer-term
performance. This is in addition to time-based stock options the value of which is determined by long-term stock
performance.
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Executive Compensation Philosophy and Objectives
We believe our NEOs’ compensation should align our executives’ success with that of our stockholders over
the long-term through achievement of strategic corporate objectives that are fundamental to our business and that
are intended to create long-term stockholder value. Our executive compensation programs are designed to be
competitive with our peer group to enable us to attract, motivate, reward, and retain outstanding talent. Our
compensation programs are based on the following key principles:
•

Link a significant proportion of pay with performance and the achievement of our strategic goals;

•

Align our executives’ interests with those of our stockholders through equity compensation;

•

Achieve a mix of overall compensation that is competitive in the industry in which we compete for
executive talent; and

•

Recognize individual contributions, teamwork and corporate performance.

Compensation-Setting Process – 2019 Peer Group
Our Compensation Committee primarily uses relevant publicly disclosed market data for a general
understanding of executive market compensation practices and our positioning within the market, including
within our peer group. Our Compensation Committee believes that over-reliance on benchmarking could result in
compensation that is unrelated to the value delivered by the NEOs because compensation benchmarking does not
take the specific performance of the NEOs, or the performance of the Company, into account.
Our Compensation Committee does not have a specific target compensation level for the NEOs or otherwise
use a formulaic approach to setting pay at a particular positioning within the market data; rather, the
Compensation Committee reviews a range of market data reference points including relevant Radford Global Life
Sciences survey data as well as data from the Company’s peer group with respect to total target cash
compensation (including both base salary and the annual target performance bonus) and equity compensation
(valued based on disclosed grant date fair value and also considered as shares as a percentage of total common
shares outstanding) to support its compensation decisions.
For 2019 compensation decisions, our Compensation Committee approved a peer group of biotechnology
companies at a similar stage of product development with which we compete for executive talent that were of
similar size to the Company in terms of market capitalization, product portfolio, pipeline and number of
employees. To align with our strategic plan at that time, which included commercialization of HEPLISAV-B and
expansion of our pipeline with early clinical development in cancer immunotherapy, our peer group included
companies that were:
•

Commercial-stage (italicized in the list below and representing approximately 57% of the companies in
our peer group);

•

Both I/O and non-I/O focused; and

•

Had their own manufacturing operations.
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The change in our peer group from 2018 to 2019 included removing seven companies for various reasons
including market caps that were out of range or because such companies had been acquired. The companies that
were removed were Cytokinetics, Inc., Emergent BioSolutions, Inc., Nektar Therapeutics, Inc., Sarepta
Therapeutics, Inc., Xenocor, Inc., and Ziopharm Oncology, Inc. The following thirteen companies were added to
the peer list: Acadia Pharmaceuticals, Inc., Acceleron Pharma Inc., Acorda Therapeutics Inc., Alder
Biopharmaceuticals, Arcus Biosciences, Inc., Five Prime Therapeutics Inc., Halozyne Therapeutics, Inc., Insmed
Incorporated, Momenta Pharmaceuticals, Inc., Pacira Biosciences, Inc., Portola Pharmaceuticals, Inc., The
Medicines Company, and Theravance Biopharma, Inc. As of September 2018, which was shortly before the
Compensation Committee approved the 2019 peer group, the companies in the 2019 peer group had market
capitalizations ranging between $455 million to $3.3 billion and the median market capitalization of our peer
group was $1.7 billion. At that time, our market capitalization was $1.1 billion. The following table lists our
2019 peer group.
•
•
•
•
•
•
•
•
•
•
•
•
•

Acadia Pharmaceuticals, Inc.
Acceleron Pharma Inc.
Acorda Therapeutics Inc.
Aduro Biotech, Inc.
Alder Biopharmaceuticals
Amicus Therapeutics, Inc.
Arcus Biosciences, Inc.
Array Biopharma, Inc.
Biocryst Pharmaceuticals, Inc.
ChemoCentryx, Inc.
Clovis Oncology, Inc.
Depomed, Inc.
Eagle Pharmaceuticals, Inc.

•
•
•
•
•
•
•
•
•
•
•
•
•

Epizyme, Inc.
Five Prime Therapeutics Inc.
Halozyne Therapeutics, Inc.
Heron Therapeutics, Inc.
Immunogen, Inc.
Insmed Incorporated
Macrogenics, Inc.
Momenta Pharmaceuticals, Inc.
Novavax Inc.
Pacira Biosciences, Inc.
Portola Pharmaceuticals, Inc.
Puma Biotechnology, Inc.
Repligen Corp.

•
•
•
•

Supernus Pharmaceuticals, Inc.
TG Therapeutics, Inc.
The Medicines Company
Theravance Biopharma, Inc.

Elements of Executive Compensation
Our executive team continues to manage a changing and increasingly complex business. We strive to
recognize these efforts by compensating our NEOs for the demands and risks associated with our business
through three primary elements that are designed to reward performance in a simple and straightforward manner
– base salaries, annual performance-based cash incentives and long-term equity awards. During our annual
stockholder outreach, our key stockholders expressed support for the elements of our executive compensation
program, including our continued use of stock options as one portion of long-term equity awards and continuing
to grant a portion of long-term equity awards with performance-based vesting. As reflected in the chart below,
we utilized performance-based vesting for a portion of our 2019 long-term equity awards.
The table below summarizes the purpose and key characteristics of each of our compensation elements.
Element

Purpose

Key Characteristics

Base Salary

Provides a fixed level of compensation
for performing the essential elements of
the job; gives executives a degree of
certainty in light of having a majority of
their compensation at risk.

Annual Incentive
Program

Motivates executive officers to achieve
corporate and individual business goals,
which we believe increase stockholder
value, while providing flexibility to
respond to opportunities and changing
market conditions.

Fixed compensation that is reviewed
annually and adjusted if and when
appropriate; reflects each NEO’s
performance, experience, skills, level of
responsibility and the breadth, scope and
complexity of the position as well as the
competitive marketplace for executive talent
specific to our industry.
Annual cash incentive based on corporate
and individual performance compared to
pre-established goals. At the beginning of
the year, as has been our standard practice
in prior years, our then-Chief Executive
Officer’s annual incentive compensation was
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Element

Purpose

Key Characteristics

Long-Term Equity
Incentives (Stock
Options)

Motivates executive officers to achieve
our business objectives by tying
incentives to the appreciation of our
common stock over the long term.

Long-Term Equity
Incentives (RSUs)

Motivates executive officers to achieve
our corporate objectives by tying
compensation to the performance of our
common stock over the long term and/or
the achievement of business and clinical
development goals over the long term;
motivates our executive officers to
remain with the Company by mitigating
swings in incentive values during
periods when market volatility weighs
on our stock price.
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based entirely on corporate goals. Due to the
Board’s appointment in December 2019 of
our new Chief Executive Officer, and
President and Chief Operating Officer, their
2019 annual incentive compensation is based
on both corporate goals and individual goals
set for them earlier in the year. For 2020,
their annual incentive is based entirely on
corporate goals. Corporate goals focus on
overarching objectives for the Company
which will support long-term value, while
individual objectives are aligned to corporate
objectives and other strategic priorities of
the Company. Corporate goals are aligned
with our business strategy and weighted by
relative importance so that overall corporate
achievement can be objectively measured.
Stock options with an exercise price equal to
the fair market value on the date of grant
vesting over three years; the ultimate value
realized, if any, depends on the appreciation
of our common stock price. If our stock
price does not appreciate, there is no value
realized. In determining the aggregate size
of equity grants in any given year, the
Compensation Committee generally
considers the same factors described above
under ‘‘Base Salaries’’ as well as the
criticality of the executive to the long-term
achievement of corporate goals. In February
2019, except for Ryan Spencer, as further
described below, 20% of our NEO’s annual
grants were performance-based RSU awards
vesting upon the Compensation Committee’s
certification of achievement of
pre-established performance goals discussed
below. From time to time, we may also use
special grants of stock options to encourage
retention or for other purposes as determined
by the Board.
Restricted stock unit awards may vest based
on continued service over a specified period
of time and/or achievement of performance
goals; the ultimate value realized varies with
our common stock price. From time to time,
we may also use special RSU awards to
encourage retention or for other purposes as
determined by the Board. No such RSUs
were granted to NEOs in 2019.

Element

Purpose

Key Characteristics

Other
Compensation

Our executive officers participate in the
same benefits offered to all other
employees, which promote employee
health and welfare and assist in
attracting and retaining our executive
officers.

Severance and
Change in Control
Benefits

Serves our retention objectives by
helping our named executive officers
maintain continued focus and dedication
to their responsibilities to maximize
stockholder value, including in the event
of a transaction that could result in a
change in control of our Company.

Indirect compensation element consisting of
programs such as medical, vision, dental,
life and accidental death, long-term care and
disability insurance as well as a 401(k) plan
with a Company matching contribution, and
other plans and programs made available to
all regular full-time employees.
Provides protection in the event of a
termination of employment under specified
circumstances, including following a change
in control of our Company as described
below under ‘‘Potential Payments Upon
Change in Control or Involuntary
Termination.’’

2019 Executive Compensation Decisions
Total Target Cash Compensation – Base Salaries and Target Bonus Percentages
When determining 2019 base salary and target bonus percentage adjustments, the Compensation Committee
considered each individual’s performance and criticality, each individual’s industry experience and tenure,
internal pay equity, and retention concerns. The Compensation Committee also reviewed a range of market data
reference points (including the 10th, 25th, 50th, 60th, 75th and 90th percentiles of market and peer group data)
with respect to total target cash compensation (including both base salary and the annual target performance
bonus).
The Compensation Committee (and the board of directors, with respect to Mr. Gray) decided that for 2019
each NEO’s target bonus percentage would remain the same as in 2018 (which has not increased for any of our
NEOs since 2013) and base salaries would be increased as shown in the table below. In determining NEO
compensation, the Compensation Committee takes into account disclosed peer group as well as survey data; each
NEO’s industry experience, expertise, and tenure with the Company; internal pay equity; and the Company’s
annual salary budget.

Name

2019 Base Salary

$515,000(1)
$640,000
$495,000(3)
$450,872
$453,333
$495,212

Ryan Spencer
Eddie Gray
David F. Novack
Michael S. Ostrach
Robert Janssen, M.D.
Robert L. Coffman, Ph.D.
(1)

(2)

(3)

(4)

% Increase
from Prior
Year

80%
3%
23%
3.5%
3.5%
2%

2019 Target
Bonus

50%(2)
60%
50%(4)
50%
50%
50%

From January 1 until May 15, 2019 Mr. Spencer, in the role of Vice President, Corporate Strategy & Communication, had an annual
base salary of $296,010. On May 16, 2019, Mr. Spencer was promoted to the role of Senior Vice President, Commercial and his annual
base salary increased to $360,000. On May 21, 2019, Mr. Spencer received the interim appointment to the shared office of the
President and he began receiving an additional monthly stipend of $6,500 for his interim role. On December 16, 2019, Mr. Spencer
was promoted to Chief Executive Officer and his base salary was increased to $515,000, and the additional monthly stipend of $6,500
was discontinued. Peer and market data were considered in connection with the base salary adjustments.
From January 1, 2019, to May 15, 2019, Mr. Spencer’s target bonus was 40%, and from May 16, 2019 to December 31, 2019 his
target bonus was 50%. On January 1, 2020 Mr. Spencer’s target bonus increased to 60% to reflect his recent promotion to Chief
Executive Officer.
From January 1 until May 23, 2019, Mr. Novack, in the role of Senior Vice President, Operations, had an annual base salary of
$413,750. On May 21, 2019, Mr. Novack received the interim appointment to the shared office of the President and he began receiving
an additional monthly stipend of $6,500 for his interim role. On December 16, 2019, Mr. Novack was promoted to President and Chief
Operating Officer and his base salary increased to $495,000, and the additional monthly stipend of $6,500 was discontinued.
From January 1, 2019 to December 31, 2019, Mr. Novack’s target bonus was 50%. On January 1, 2020 Mr. Novack’s target bonus was
increased to 55% to reflect his recent promotion to President and Chief Operating Officer.
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Long-Term Equity Incentive Awards
In making annual long-term equity incentive awards to our NEOs in early 2019, the Compensation
Committee considered each NEO’s total options outstanding as of December 31, 2018, his performance during
2018, the potential amount that could be realized at different hypothetical stock prices upon exercise of those
awards and each NEO’s percentage of ownership of the Company. The Compensation Committee also reviewed
market and peer group data reference points (the 10th, 25th, 50th, 60th, 75th and 90th percentiles of the data)
with respect to an approximation of grant date fair value and shares as a percentage of total common shares
outstanding. Additionally, the Compensation Committee considered the mix of stock options and RSUs granted in
2018. The Compensation Committee made final determinations based on its judgment in accordance with our
pay-for-performance philosophy and the need to retain and motivate these highly experienced and essential
members of our management team.
For 2019, the Compensation Committee (and the board of directors, with respect to Mr. Gray) determined to
grant each NEO’s annual long-term incentive compensation with a blend of both time-based stock options and
performance-based RSUs. The Compensation Committee’s determination to grant stock options and RSUs to
each NEO in 2019 was partially based upon the Compensation Committee’s grant of both time-and
performance-based stock options in 2018 as part of each NEO’s annual long-term incentive compensation, as
well one-time retention grants of stock options to our NEOs that were made in 2018. As a result, the
Compensation Committee determined that a blend of time-based stock options and performance-based RSUs was
most appropriate.
In February 2019, the Compensation Committee approved annual grants for the NEOs at that time in the
form of stock options and RSUs. 80% of each NEO’s 2019 annual grant was in the form of a time-based stock
option, subject to each individual’s continuous service, one-third of the shares subject to each grant vested on
February 1, 2020 and the remainder vests in equal monthly installments thereafter.
The remaining 20% of each NEO’s 2019 annual grant were performance-based RSUs that vest solely upon
the Compensation Committee’s certification of achievement of equally weighted performance goals. In August of
2019, following the Company’s strategic reorganization, the Compensation Committee revised the performance
goals applicable to the NEOs for whom performance grants were made in February so that they were aligned
with and measure performance under the new Company focus. The goals were:
•

Complete recruitment and interim analysis of study HBV25 (20%)

•

Initiate HBV24 (20%)

•

Complete successful FDA inspection of Dusseldorf (20%)

•

Sufficient supply to achieve sales plan (20%)

•

Develop Dynavax spending and financing plan to ensure sufficient capital to reach positive cash flow (20%)

In February 2020, the Compensation Committee (and the Board, with respect to Mr. Spencer) affirmed the
achievement of the performance goals at the 100% level and the vesting of these RSUs at such level. In
assessing the performance goals, the Committee took into consideration the above goals and determined that each
goal was met.
The table below describes the aggregate grant date fair value of these stock options and RSUs granted in
fiscal year 2019.
Grant Date Fair Value
of February 2019
Time-Based Stock
Option Awards

Name

$
—(1)
$1,945,468
$1,701,362
$ 611,433
$ 722,602
$ 611,433

Ryan Spencer
Eddie Gray
David F. Novack
Michael S. Ostrach
Robert Janssen, M.D.
Robert L. Coffman, Ph.D.
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Grant Date Fair Value
of February 2019
Performance-Based
RSU Awards

$
—
$732,900(2)
$272,220
$230,340
$272,220
$230,340(2)

(1)

(2)

Mr. Spencer was granted 50,000 time-based stock option awards in June 2019 upon his appointment as Co-President of the Company
and was granted 400,000 time-based stock option awards in December 2019 upon his appointment as Chief Executive Officer. The
grant date fair value of these options was $1,957,520.
These performance based RSUs were subsequently cancelled.

At the time of the Compensation Committee’s grant of performance-based RSU awards in early 2019,
Mr. Spencer was not an NEO of Dynavax and thus did not receive a performance-based RSU grant.
In February 2020, our Board (with respect to Mr. Spencer and upon the recommendation of the
Compensation Committee) and the Compensation Committee (with respect to our other NEOs) approved annual
long-term equity incentive awards to our NEOs. Based on investor feedback received and as part of the
Compensation Committee’s desire to further increase the link between compensation and performance, in 2020
the Committee increased the percentage of equity grants for NEOs that are directly linked to performance
objectives from 20% to 25%. In addition, also based on feedback received, it extended the measurement periods
for the performance-based grants to be longer than one year, whereas in prior years the performance objectives
were ones that could be completed in one year. The increase in the percentage of annual stock grants for the
NEOs that are linked to performance measures and setting performance measures that would require longer than
one year to complete, further aligns NEO compensation with longer-term business success and stockholder
returns. These awards consisted of 75% time-based stock option awards, and 25% performance-based RSU
awards. The time-based stock option grants vest over three years, with one-third of the shares subject to each
portion vesting 12 months after the grant date, and the remainder vesting in equal monthly installments
thereafter. The performance-based RSUs will vest, if at all, upon the Compensation Committee’s determination
that certain performance goals are met.
2019 Annual Incentive – Structure, Goals and Payout Decision
Structure. With their appointments to the positions of Chief Executive Officer and President and Chief
Operating Officer in December of 2019, neither Mr. Spencer nor Mr. Novack will have individual goals separate
from the Company’s corporate objectives in 2020. This aligns their incentive compensation with the completion
of corporate goals that measure business performance and are intended to drive long term stockholder value. In
early 2019, Mr. Gray’s incentive compensation was based solely on our achievement of corporate goals, while
Mssrs. Spencer and Novack’s total cash incentive payout for 2019, along with our other NEOs, was based on a
weighting of 50% corporate and 50% individual goals. Our Chief Executive Officer typically recommends
individual goals for each NEO, which are aligned with our business strategy and linked with corporate goals, and
our Compensation Committee approves these goals. The individual goals for the NEOs are in addition to the
general responsibilities each officer has for managing his respective functional or operational area.
2019 Corporate Goals.
Heading into 2019, our focus was balanced between ongoing manufacturing, quality, commercialization and
market adoption efforts for HEPLISAV-B, and advancing our I/O program. Thus, in early 2019, the
Compensation Committee established corporate and individual goals to align NEO cash incentive compensation
with performance. Our corporate goals were focused on increasing HEPLISAV-B product revenue, completing
recruitment and the interim analysis of our post-marketing safety study and initiating enrollment in our dialysis
study, completing a successful FDA inspection, developing and implementing a current strategy for our oncology
program, and executing upon our business plan which included maintaining one year cash at year end and
controlling cash usage to stay within the approved budget.
Following the restructuring in May 2019 to focus on our vaccine business, we viewed our success in 2019
and beyond as being based on our commercialization progress for HEPLISAV-B and our vaccine development
efforts, while winding down our I/O program. In connection with the restructuring and post-restructuring period,
our NEOs were expected to and did provide strong leadership to ensure the Company successfully completed the
restructuring and positioned itself for future success as a HEPLISAV-B and vaccine development business. This
included overseeing the reduction-in-force, budgetary revisions, and keeping the remaining organization
motivated, performing at a high level, and retaining key employees.
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Thus, following the restructuring, the Compensation Committee approved the revised corporate and
individual NEO goals to link compensation to achievement of the specific, related objectives that would advance
our business strategy and create long-term value for our stockholders. Because we are a fully-integrated
biopharmaceutical company with a marketed product and vaccine development program, our corporate goals
were directly aligned with the specific strategic objectives: further our HEPLISAV-B U.S. sales, advance our
post-marketing safety study, advance our EU MAA, and further our vaccine development efforts. These are
programs that we continue to believe will create long-term value for stockholders.
In February 2020, the Compensation Committee evaluated the accomplishments and performance of the
Company against such corporate goals. With respect to each of the categories of Corporate Goals (e.g.,
HEPLISAV-B, Vaccine Business, Immuno-Oncology, and Financial), the Committee took into consideration each
of the goals identified and the level of completion in making an overall determination of goal completion for
each category. After its consideration of the Company’s performance, as more specifically described in the
following chart, the Compensation Committee rated our 2019 corporate achievement at 86% of our 2019
corporate goals.

Corporate Goal

HEPLISAV-B
•
•
•
•
•
•
•

Corporate Achievement

60%

The Compensation Committee
determined that we achieved the goals
in this category at an overall percentage
of 80%. In determining this percentage,
the Compensation Committee
considered several factors, including:

HEPLISAV-B net sales of $35M.
Complete recruitment and interim
analysis of study HBV25
Initiate HBV24.
File EU MAA and complete a
successful MAA GCP inspection.
Complete successful FDA inspection
of Dusseldorf.
Sufficient supply to achieve sales
plan.
Evaluate opportunity and develop
overall strategy for HEPLISAV-B
ex-US.

Vaccine Business
•

Weight

Create a vaccine business strategy
including a Pertussis vaccine
development plan.

80%

•

10%

HEPLISAV-B net sales of
$34.6 million.
• Successful completion of
enrollment in HBV25 and
publication of interim analysis.
• Initiation of HBV24.
• Filing of EU MAA and successful
GCP inspection.
• Successful FDA inspection in
Dusseldorf.
• Sufficient supply.
• Ex-US strategy development.
The Compensation Committee
determined that we achieved the goals
in this category at an overall percentage
of 90%. In determining this percentage,
the Compensation Committee
considered several factors, including:

Corporate
Achievement
Percentage

•
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Vaccine business strategy created,
including Pertussis.

90%

Corporate Goal

Immuno-Oncology
•

Weight

Corporate Achievement

10%

The Compensation Committee
determined that we achieved the goal in
this category at an overall percentage
of 90%. In determining this percentage,
the Compensation Committee
considered several factors, including:

Wind down all clinical I/O activity
by October while ensuring
completion of treatment regimens
and minimize I/O spend by year
end.

90%

•

Financial
•

Develop Dynavax spending and
financing plan to ensure sufficient
capital to reach positive cash flow.
Total

20%

Wind down substantially
completed, except with respect to
a small number of subjects still
receiving pembrolizumab, as per
protocol.
• Spend minimized.
Spending and financing plan developed.
The Compensation Committee
determined that we achieved the goals
in this category at an overall percentage
of 100%.

Corporate
Achievement
Percentage

100%

100%

86%

2019 Individual Goals. As described above, Eddie Gray, our Chief Executive Officer at the beginning of
2019, did not have individual goals and his incentive compensation was based on achievement of our corporate
goals. In addition, given their appointments in December 2019 as Chief Executive Officer and President and
Chief Operating Officer, respectively, Ryan Spencer and David Novack had individual goals separate from the
Company’s corporate objectives in 2019, but will not for 2020.
Thus, for Messrs. Spencer and Novack and our other NEOs, the total cash incentive payout for 2019 was
based on a weighting of 50% corporate and 50% individual goals. At the beginning of each year, our Chief
Executive Officer typically recommends individual goals for each NEO, which are aligned with our business
strategy and linked with corporate goals, and our Compensation Committee approves these goals. The individual
goals for our NEOs include critical responsibilities each has that go beyond the corporate goals and are
significant to our success. The 2019 individual goals for the NEOs, when established early in the year, focused
on objectives linked to our then business strategy. As with our corporate goals, the Compensation Committee
approved modified individual goals following the restructuring in May 2019 so that they aligned with the new
business strategy. The modified goals are listed below. These specific goals were in addition to the general
responsibilities each officer had for managing his respective functional operational area, including through the
period of significant change during and following the restructuring.
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Our Compensation Committee, in recognition of the fact that 50% of the incentive payout for each NEO is
based on corporate goal achievement, believes it is of equal importance to assess the individual achievement
portion of the goal grading in a manner that is reflective of performance against the individual goals. Thus, as is
the case with respect to the 2019 individual goals, there will be circumstances where the individual goal grading
exceeds the corporate goal grading, and there will be instances where the corporate goal grading will surpass the
individual goal grading. In early 2020, based on the recommendation of Mr. Spencer, as well as the observations
by Compensation Committee members of these officers and its own assessment of each NEO’s effectiveness, the
Compensation Committee determined the level of achievement of each NEO’s individual performance goals as
follows:

Name

Individual Goals

Individual Achievement

Individual
Achievement
Percentage

Ryan Spencer

1.

Achieve 2019 Revenue Goal for
HEPLISAV-B in the U.S. market,
including securing contracts with retail
pharmacies, developing a probability
segmentation framework to support field
engagement strategies, and developing
and implementing a broadly available
rebate programs to facilitate timely
adoption.
2. Advance the long-term value for
HEPLISAV-B, including evaluating
opportunities outside of the U.S.,
developing overall strategy, including
executing pilot programs for diabetes
vaccination within retail pharmacies, and
setting policy objectives to support
revenue growth.
3. Execute financing transactions of at least
$50M; develop financial plan to support
path to profitability; increase ownership
from-long fundamental based investors by
positioning Dynavax as a transparent,
knowledgeable, and capable organization
through direct and open communications;
and develop a succession plan for finance
leadership which can be fully
implemented by March of 2020.

Mr. Spencer partially
achieved his 2019 Revenue
Goal for HEPLISAV-B, met
his goal for advancing long
term value for
HEPLISAV-B, and slightly
exceeded his goal related to
financial and investor
relations.

90%

David F.
Novack

1.

Mr. Novack exceeded his
HEPLISAV-B goal, slightly
exceeded his TDAP &
vaccine business goal, and
met his immuno-oncology
goal.

111%

2.

Support HEPLISAV-B manufacturing by
enhancing commercial supply &
distribution to support sales and safety
stock targets, process development and
continuous improvement, regulatory
filings, inspections, and GCP oversight,
and quality systems and operational
expenditures.
Support the partnership with the Serum
Institute pertaining to Tdap+CpG 1018,
and create a vaccine business strategy
including a pertussis development plan.
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Name

Michael S.
Ostrach

Individual Goals

3.

Ensure continuity of clinical supply and
stability for ongoing clinical studies of
SD101 (melanoma + other indications)
and DV281 (lung cancer).

1.

Execute an equity financing strategy,
including budget control, managing the
at-the-market financing facility and
otherwise achieving a specified amount of
financing, establishing and begin
implementation of a financial
management succession plan, integrate the
sales team into the IT and Finance
operations, manage the transition of
Berkeley office space to Emeryville office
space.
Obtain U.S. patent protection on DV230
and the use of HEPLISAV-B for Chronic
Liver Disease, allocate our patents
between I/O and vaccines and discontinue
protection for obsolete patents.

Mr. Ostrach met all of his
personal goals in 2019 and
obtained additional patents
beyond those in his goals.

100%

Advance HEPLISAV-B Clinical Studies
and Regulatory Filings.
Advance our HEPLISAV-B medical
affairs plan by initiate one or more ISRs,
label enabling ACTG ISR—FPI, initiate
one or more web-based CME program,
publishing the HHS letter highlighting
need for hepatitis B prevention associated
with the opioid crisis, and submitting
manuscripts on HBV-18 and HBV-19.
Advance our vaccine pipeline, including
creating a vaccine business strategy, and a
pertussis development plan.
Wind down all clinical I/O activity and
minimize all I/O spend.

Dr. Janssen met all of his
2019 personal goals.

100%

Complete pre-clinical studies of
DV230-Ficoll and advance TLR 7 and 8
agonists to initiate IND-enabling studies.
Evaluate in preclinical models new double
or triple combinations reflecting scientific
and business development priorities.
Evaluate feasibility of antibody targeting
of TLR 7/8 agonists to tumors.
Support development of partnering
opportunities for cancer and vaccine
programs.

N/A (Dr. Coffman retired in
2019.)

2.

Robert
Janssen, M.D.

1.
2.

3.

4.

Robert L.
Coffman
Ph.D.

Individual Achievement

Individual
Achievement
Percentage

1.

2.

3.
4.
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N/A

After making these determinations regarding levels of corporate and individual performance achieved against the
pre-established performance goals, the Compensation Committee (and the Board with respect to Mr. Spencer)
reviewed and approved the cash incentive payouts noted below. As noted above, for the NEOs other than the Mssrs.
Spencer and Novack, the cash incentive payouts are based 50% on achievement of corporate goals and 50% on
achievement of individual goals. There were no changes to the NEOs’ target annual cash incentive percentages
between 2018 and 2019, but Mr. Spencer’s target annual cash incentive percentage was increased from 40% to 50% in
connection with his promotion to Senior Vice President, Commercial in May 2019.
2019 Actual Annual Cash Incentive Paid
2019 Target Annual Cash
Incentive
Name

Ryan Spencer (January 1,
2019 – May 15, 2019)
Ryan Spencer (May 16, 2019
– December 31, 2019)
Ryan Spencer total
David F. Novack
Michael S. Ostrach
Robert Janssen, M.D.
Eddie Gray(3)
Robert L. Coffman, Ph.D.(4)
(1)
(2)
(3)
(4)

% of Base
Salary

$(1)

Achievement of Corporate
Goals
% of Target
Annual Cash
Incentive
$(1)

Achievement of Individual
Goals
% of Target
Annual Cash
Incentive
$(1)

Total(1)

40%

$ 44,402

86%

$ 19,093

90%

$ 19,981

$ 39,074

50%

$128,750(2)

86%

$ 55,363

90%

$ 57,938

50%
50%
50%
60%
50%

$232,876(2)
$225,436
$226,665
$384,000
$207,606

86%
86%
86%
N/A
N/A

$100,136
$ 96,937
$ 97,466
N/A
N/A

111%
100%
100%
N/A
N/A

$129,246
$112,718
$113,333
N/A
N/A

$113,301
$152,375
$229,382
$209,655
$210,799
N/A
N/A

Amounts are rounded to nearest dollar.
Includes the monthly stipend of $6,500 for the interim appointment to the shared office of the President for 8 months.
Mr. Gray retired from the Company, effective August 1, 2019, and was therefore not eligible to receive an annual cash incentive payout
for 2019.
Dr. Coffman retired from the Company, effective December 1, 2019, and was therefore not eligible to receive an annual cash incentive
payout for 2019.

Other Executive Compensation Matters
Severance Payouts in 2019 to Departed NEOs
In August 2019, Eddie Gray retired as our Chief Executive Officer and a member of the Board. Mr. Gray
received a severance payout and benefits in retirement that matched what he was entitled under the Management
Continuity and Severance Agreement (‘‘MCSA’’) that the Company entered into at the time of Mr. Gray’s
appointment as Chief Executive Officer in 2013. Mr. Gray’s severance is reflected in the Summary Compensation
Table below.
In addition, in December 2019, Robert Coffman, Ph.D., our Chief Scientific Officer, retired from Dynavax.
Dr. Coffman received a severance payout and benefits in retirement that matched his MCSA. The Company did
not back-fill Dr. Coffman’s position, given its new strategic focus on vaccines and decision to wind down the I/O
program. Dr. Coffman’s severance is reflected in the Summary Compensation Table below.
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SUMMARY COMPENSATION TABLE
The following table shows for the fiscal years ended December 31, 2019 and 2018, compensation awarded
to or paid to, or earned by, NEOs.
Salary

Option
Awards(2)

Non-Equity
Incentive
Compensation(3)

$1,957,520

$152,375

$

2,000

$3,157,482

$732,900(7) $4,391,449
$
— $3,790,500

$
—
$335,340

$3,727,518
$
2,000

$9,227,662
$4,748,840

Stock
Awards(1)

All Other
Compensation(4)

Name and Principal Position

Year

Ryan Spencer
Chief Executive
Officer and Director
Eddie Gray(6)
Former Chief Executive
Officer and Director
David F. Novack
President and Chief
Operating Officer
Michael S. Ostrach
Senior Vice President,
Chief Financial Officer,
Chief Business Officer
Robert Janssen, M.D.
Senior Vice President and
Chief Medical Officer
Robert L. Coffman, Ph.D.
Former Senior Vice
President and Chief
Scientific Officer

2019

$391,212(5) $654,375

Total

2019
2018

$375,795
$621,000

2019
2018

$465,886(8) $272,220
$401,700 $
—

$1,701,362
$1,083,000

$229,382
$210,892

$
$

2,000
2,000

$2,670,850
$1,697,592

2019
2018

$450,872
$439,875

$230,340
$
—

$ 611,433
$2,904,000

$209,665
$216,639

$
$

2,000
2,000

$1,504,310
$3,562,514

2019
2018

$453,330
$438,000

$272,220
$
—

$ 722,602
$1,083,000

$210,798
$216,810

$
$

2,000
2,000

$1,660,950
$1,739,810

2019
2018

$455,849
$483,134

$230,340(7) $ 621,407
$
— $2,904,000

$
—
$239,151

$ 522,791
$
2,000

$1,830,387
$3,628,285

(1)

Represents the aggregate grant date fair value of RSUs granted in the fiscal year in accordance with ASC 718. Mr. Spencer received a
time-based RSU on February 22, 2019 prior to becoming an NEO. Each of Mr. Gray, Mr. Novack, Mr. Ostrach, Dr. Janssen and
Dr. Coffman were granted RSUs with performance-based vesting in 2019, and the grant date fair value included in the table above
assumes the highest level of achievement had been met. Mr. Spencer did not receive a grant of RSUs with performance-based vesting
because Mr. Spencer was not an NEO at the time such RSU grant was awarded to our NEOs. See note 15 of our ‘‘Notes to
Consolidated Financial Statements’’ in our annual report on Form 10-K filed with the SEC on March 11, 2020 for a discussion of
assumptions we made in determining the compensation costs included in this column. For further discussion of these
performance-based RSUs, see the section entitled ‘‘Compensation Overview – 2019 Executive Compensation Decisions – Long-Term
Equity Incentive Awards.’’

(2)

Represents the aggregate grant date fair value of option awards granted in the fiscal year in accordance with ASC 718, and includes
(i) for Mr. Gray, $2,445,981 in incremental value of modified equity awards, calculated in accordance with ASC 718, representing the
extension of the exercise period of stock options, and (ii) for Dr. Coffman, $9,974 in incremental value of modified equity awards,
calculated in accordance with ASC 718, representing the extension of the exercise period of stock options. For further discussion, see
the section entitled ‘‘Compensation Overview – Potential Payments Upon Change In Control Or Involuntary Termination – Separation
Agreements – Eddie Gray and Dr. Coffman.’’ See note 15 of our ‘‘Notes to Consolidated Financial Statements’’ in our annual report on
Form 10-K filed with the SEC on March 11, 2020 for a discussion of assumptions we made in determining the compensation costs
included in this column.

(3)

Represents the annual incentive bonuses earned pursuant to our annual incentive bonus plan for services rendered in the fiscal year.
For further discussion see the section entitled ‘‘Compensation Overview – 2019 Executive Compensation Decisions – 2019 Annual
Incentive Program – Structure, Goals and Payout Decision.’’

(4)

Represents $2,000 401(k) matching contribution for each NEO made by the Company in the fiscal year, plus (i) for Mr. Gray,
$2,048,000 in a lump-sum cash severance payment, $58,871 in COBRA payments and $1,618,647 in the value of the accelerated
vesting of 100% of Mr. Gray’s outstanding equity awards that were subject to time-based vesting criteria (and not any
performance-based vesting criteria) and (ii) for Dr. Coffman, $495,212 in a lump-sum cash severance payment and $25,579 in COBRA
payments.

(5)

From January 1 until May 15, 2019 Mr. Spencer, in the role of Vice President, Corporate Strategy & Communication, had an annual
base salary of $296,010. On May 16, 2019, Mr. Spencer was promoted to the role of Senior Vice President, Commercial and his annual
base salary increased to $360,000. On May 21, 2019, Mr. Spencer received the interim appointment to the shared office of the
President and he began receiving an additional monthly stipend of $6,500 for his interim role. On December 16, 2019, Mr. Spencer
was promoted to Chief Executive Officer and his base salary was increased to $515,000, and the additional monthly stipend of
$6,500 was discontinued.

(6)

In May 2019, Mr. Gray submitted notice of his retirement from the Company, including the Board, effective August 1, 2019.

(7)

These performance based RSUs were subsequently cancelled.

(8)

From January 1 until May 23, 2019, Mr. Novack, in the role of Senior Vice President, Operations, had an annual base salary of
$413,750. On May 21, 2019, Mr. Novack received the interim appointment to the shared office of the President and he began receiving
an additional monthly stipend of $6,500 for his interim role. On December 16, 2019, Mr. Novack was promoted to President and Chief
Operating Officer and his base salary increased to $495,000, and the additional monthly stipend of $6,500 was discontinued.
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NARRATIVE DISCLOSURE TO SUMMARY COMPENSATION TABLE
The material terms of NEO annual compensation and the explanations of the amounts of base salary, annual
cash-based incentives, and equity-based awards in proportion to total compensation are described under
‘‘Compensation Overview’’ in this proxy statement. Our severance and change in control benefits are described
under ‘‘Summary of Change in Control and Involuntary Termination Arrangements’’ in this proxy statement.
As discussed in the ‘‘Compensation Overview,’’ the fiscal year 2019 cash incentive amounts were paid
pursuant to the annual cash incentive compensation program, based on the achievement of certain corporate and
individual performance goals. Equity-based awards were granted in 2019 under our 2019 Plan and represent a
mix of time based and performance-based options, as described in the ‘‘Compensation Overview.’’
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR END
The following table shows certain information regarding outstanding equity awards for NEOs as of December 31, 2019.
Option Awards

Number of
Securities
Underlying
Unexercised
Options (#)
Exercisable

Name

Ryan Spencer

(6)
(3)
(2)
(2)
(2)
(7)

Eddie Gray

David F. Novack

(3)
(2)

(2)
(2)
(2)
(5)

Michael S. Ostrach

(3)
(2)

(4)
(2)
(5)

Stock Awards

Equity
Incentive
Plan
Awards:
Number of
Number of
Securities
Securities
Underlying Underlying Option
Unexercised Unexercised Exercise
Vesting
Options (#)
Unearned
Price Commencement
Unexercisable Options (#)
($)
Date

Option
Expiration
Date

1,500
4,500
4,500
2,000
5,250
3,500
9,500
2,000
—
—
34,222
—
—
—

—
—
—
—
—
—
—
—
—
—
21,778
50,000
400,000
—

—
—
—
—
—
—
—
—
—
—
—
—
—
—

$14.80
$31.40
$36.80
$42.60
$30.60
$16.70
$16.00
$30.49
—
—
$16.45
$ 3.81
$ 6.80
—

2/25/2010
1/6/2011
2/1/2012
10/22/2012
2/6/2013
2/6/2014
2/9/2015
9/10/2015
—
—
2/1/2018
6/14/2019
12/16/2019
—

2/24/2020
1/5/2021
1/31/2022
10/21/2022
2/5/2023
2/5/2024
2/8/2025
9/9/2025
—
—
1/31/2025
6/13/2026
12/15/2026
—

150,000
75,001
150,000
225,000
280,000
280,000
63,000
280,000

—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—

$22.10
$17.40
$17.10
$16.00
$21.99
$16.45
$16.45
$10.47

5/1/2013
1/31/2014
2/4/2014
2/9/2015
2/4/2016
2/1/2018
—
2/22/2019

8/1/2022
8/1/2022
8/1/2022
8/1/2022
8/1/2022
8/1/2022
8/1/2022
8/1/2022

30,000
22,000
75,000
64,000
—
48,889
18,000
—
—
—
—

—
—
—
—
—
31,111
—
104,000
25,000
200,000
—

—
—
—
—
—
—
—
—
—
—
—

$21.40
$17.10
$16.00
$21.99
—
$16.45
$16.45
$10.47
$ 3.81
$ 6.80
—

3/25/2013
2/4/2014
2/9/2015
2/4/2016
—
2/1/2018
—
2/22/2019
6/14/2019
12/16/2019
—

3/24/2023
2/3/2024
2/8/2025
2/3/2023
—
1/31/2025
1/31/2025
2/21/2026
6/13/2026
12/15/2026
—

2,673
25,000
18,000
20,000
27,000
67,000
29,000
84,000
—
42,457
18,000
—
—
—

—
—
—
—
—
—
—
—
—
37,543
—
150,000
88,000
—

—
—
—
—
—
—
—
—
—
—
—
—
—
—

$15.80
$31.40
$34.80
$30.80
$17.10
$16.00
$28.45
$21.99
—
$16.45
$16.45
$18.40
$10.47
—

2/19/2010
1/6/2011
1/31/2012
2/5/2013
2/4/2014
2/9/2015
8/27/2015
2/4/2016
—
2/1/2018
—
3/21/2018
2/22/2019
—

2/18/2020
1/5/2021
1/30/2022
2/4/2023
2/3/2024
2/8/2025
8/26/2025
2/3/2023
—
1/31/2025
1/31/2025
3/20/2025
2/21/2026
—
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Market
Number of
Value
Shares or
of Stock
Units that
that
Have Not
Have Not
Vested (#) Vested ($)(1)

1,562
6,375

$ 8,935
$ 36,465

62,500

$357,500

8,500

$ 48,620

26,000

$148,720

8,500

$ 48,620

22,000

$125,840

Equity
Equity
Incentive
Incentive
Plan
Plan
Awards:
Awards: Market or
Number of
Payout
Unearned
Value of
Shares or Unearned
Other
Shares or
Rights
Other
that Have Rights that
Not
Have Not
Vested (#) Vested ($)

Option Awards

Number of
Securities
Underlying
Unexercised
Options (#)
Exercisable

Name

Robert Janssen,
M.D.

(3)
(2)

6,000
2,250
2,500
15,000
18,000
56,000
80,000
—
48,889
18,000

(5)

Robert L. Coffman,
Ph.D.

(1)
(2)
(3)
(4)
(5)
(6)
(7)

Equity
Incentive
Plan
Awards:
Number of
Number of
Securities
Securities
Underlying Underlying Option
Unexercised Unexercised Exercise
Vesting
Options (#)
Unearned
Price Commencement
Unexercisable Options (#)
($)
Date

—
—
—
—
—
—
—
—
—
—

—

—
—
—
—
—
—
—
—
31,111
—
104,000
—

10,000
30,000
18,000
18,000
75,000
16,501
84,000
42,457
18,000

—
—
—
—
—
—
—
—
—

(2)

Stock Awards

Option
Expiration
Date

—

$13.60
$31.40
$36.80
$41.40
$17.10
$16.00
$21.99
—
$16.45
$16.45
$17.45
—

4/7/2010
1/6/2011
2/1/2012
10/31/2012
2/4/2014
2/9/2015
2/4/2016
—
2/1/2018
—
2/22/2019
—

4/6/2020
1/5/2021
1/31/2022
10/30/2022
2/3/2024
2/8/2025
2/3/2023
—
1/31/2025
1/31/2025
2/21/2026
—

—
—
—
—
—
—
—
—
—

$15.80
$31.40
$34.80
$30.80
$16.00
$28.45
$21.99
$16.45
$16.45

2/19/2010
1/6/2011
1/31/2012
2/5/2013
2/9/2015
8/27/2015
2/4/2016
2/1/2018
—

2/18/2020
12/2/2020
12/2/2020
12/2/2020
12/2/2020
12/2/2020
12/2/2020
12/2/2020
12/2/2020

Market
Number of
Value
Shares or
of Stock
Units that
that
Have Not
Have Not
Vested (#) Vested ($)(1)

8,500

$ 48,620

26,000

$148,720

Equity
Equity
Incentive
Incentive
Plan
Plan
Awards:
Awards: Market or
Number of
Payout
Unearned
Value of
Shares or Unearned
Other
Shares or
Rights
Other
that Have Rights that
Not
Have Not
Vested (#) Vested ($)

Represents the aggregate fair value of RSUs in accordance with ASC 718, based on the last closing price per share as of December 31, 2019 of
$5.72.
Options vest at the rate of 1/3rd of the shares on the first anniversary of the vesting commencement date, with 1/36th of the total number of
shares vesting each month thereafter.
RSU vests one-third on February 22, 2018, one-third will vest on February 22, 2019 and the remainder will vest on February 22, 2020.
Options vest 50% on March 21, 2020 and the remainder will vest on March 21, 2021.
Represents the number of RSU granted in the fiscal year that are subject to performance-based vesting.
RSU vests over four years with one-quarter vesting on each annual anniversary date.
This RSU was granted on February 22, 2019 prior to Mr. Spencer becoming an NEO. The RSU vests over three years with one-third vesting on
each annual anniversary date.

PENSION BENEFITS
None of the NEOs participates in or has an account balance under any pension or qualified or non-qualified defined
benefit retirement plan sponsored by the Company.
NON-QUALIFIED DEFERRED COMPENSATION
None of the NEOs participates in or has an account balance under any non-qualified defined contribution plan or
other non-qualified deferred compensation plan maintained by the Company.
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POTENTIAL PAYMENTS UPON CHANGE IN CONTROL OR INVOLUNTARY TERMINATION
Summary of Change in Control and Involuntary Termination Arrangements.
To promote retention of certain key executives, our Board has authorized the Company to enter into MCSAs
with each NEO. We refer to such agreements in effect as of December 31, 2019 as the ‘‘Management
Agreements.’’ In order to be eligible to receive benefits under the Management Agreements, our NEOs and other
officers must execute a general waiver and release of claims, and such release must become effective in
accordance with its terms.
Change in Control.
NEOs do not receive an equity acceleration benefit in the event of a change in control (unless there is
termination of employment without cause or for good reason) of the Company, as described below.
Qualifying Termination in Connection with a Change in Control.
Under the Management Agreements, if, on or during the two-year period following a change in control
(as described below), the NEO’s employment is involuntarily terminated, the NEO will, subject to the execution
of a release of claims, be entitled to receive:
•

a lump-sum cash payment equal to a specified number of months (21 months for Mr. Spencer,
18 months for Mr. Novack, and 15 months for our other NEOs) of the executive’s then-effective annual
base salary;

•

a lump-sum cash payment equal to a specified percentage of the NEO’s target annual variable cash
compensation (175% of such target for Mr. Spencer, 150% for Mr. Novack, and 120% of such target
for our other NEOs) for the year of termination;

•

cash payments equal to the applicable COBRA premiums for up to the same number of months as the
NEO receives in base salary, as set forth in the first bullet (the ‘‘COBRA Payment’’);

•

acceleration of vesting of all outstanding equity awards at the time of such termination; and

•

the extension of exercisability of all stock options to purchase the Company’s common stock for a
period of 3 years following termination of employment (but in any event not beyond each option’s
expiration date).

In addition, if any payments or benefits would constitute a ‘‘parachute payment’’ within the meaning of
Section 280G of the Code and such payments would be subject to the excise tax imposed by Section 4999 of the
Code, then such payments will either be (1) provided to the NEO in full or (2) reduced to such lesser amount
that would result in no portion of such payments being subject to the excise tax, whichever amount after taking
into account all applicable taxes, including the excise tax, would result in the NEO’s receipt, on an after-tax
basis, of the greatest amount of such payments.
The Management Agreements generally define a change in control to mean the occurrence of a change in
the majority ownership of the voting securities of the Company; a merger that results in change in the majority
ownership of the voting securities of the Company; the sale of all or substantially all of the assets; or over a
period of 12 months or less, when a majority of our Board becomes comprised of individuals who were not
serving on our Board as of a specified date, or whose nomination, appointment, or election was not approved by
a majority of the directors who were serving on our Board as of such specified date.
Involuntary Termination.
Under the terms of the Management Agreements, upon an ‘‘involuntary’’ termination without ‘‘cause’’ or, if
applicable, upon a resignation for ‘‘good reason’’ (as defined below), the NEO will, subject to the execution of a
release of claims, be entitled to receive:
•

a lump-sum cash payment equal to the specified number of months (ranging from 12 to 21) of the
executive’s then-effective annual base salary;

•

the COBRA Payment; and
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•

for Messrs. Spencer and Novack, the extension of exercisability of all vested stock options to purchase
the Company’s common stock for a period of 18 months, and 15 months, respectively (and 12 months
for all other NEOs) following termination of employment (but in any event not beyond each option’s
expiration date).

For purposes of the Management Agreements, ‘‘cause’’ generally means (1) gross negligence or willful
misconduct in the performance of duties to the Company, where such gross negligence or willful misconduct has
resulted or is likely to result in substantial and material damage to the Company or its subsidiaries; (2) repeated
unexplained or unjustified absence from the Company; (3) a material and willful violation of any federal or state
law; (4) commission of any act of fraud with respect to the Company; or (5) conviction of a felony or a crime
involving moral turpitude causing material harm to the standing and reputation of the Company, in each case as
determined in good faith by the Board.
For purposes of the Management Agreements, ‘‘good reason’’ generally means the NEO’s voluntary
termination following (1) a material reduction or change in job duties, responsibilities, and requirements
inconsistent with the NEO’s position with the Company and his or her prior duties, responsibilities, and
requirements, or a material change in the level of management to which the NEO reports; (2) any material
reduction of base compensation (other than in connection with a general decrease in base salaries for most
officers of the successor corporation); or (3) the refusal to relocate to a facility or location more than 35 miles
from the Company’s current location. The NEO must provide 90 days’ notice of the event giving rise to good
reason, give the Company 30 days’ to cure (if curable), and any resignation for good reason must occur within
180 days after the occurrence of the event giving rise to such resignation right.
Separation Agreements – Eddie Gray and Dr. Coffman.
On May 20, 2019, in connection with the restructuring described above, Eddie Gray, the Company’s
then-Chief Executive Officer and a member of the Board, submitted notice of his retirement from the Company,
including the Board, effective August 1, 2019. In connection with his retirement, Mr. Gray entered into a
separation agreement with the Company. Under the separation agreement, Mr. Gray received the following
severance benefits (which amounts are consistent with Mr. Gray’s MCSA): (a) a lump sum cash severance
payment of $2,048,000, which is equal to 24 months of Mr. Gray’s 2019 monthly base salary and target annual
bonus (60% of base salary) less applicable withholdings; (b) a cash payment equal to the amount of COBRA
premiums for continued health insurance for 24 months; (c) accelerated vesting of 100% of his outstanding
equity awards that are subject to time-based vesting criteria (and not any performance-based vesting criteria); and
(d) an extended period of time to exercise any outstanding vested stock options (and other vested equity awards
which carry a right to exercise) held by Mr. Gray as of the date of his retirement, which extended exercisability
period will end upon the earlier of (i) the date on which the original term of such stock options would otherwise
expire or (ii) August 1, 2022.
On October 2, 2019, Robert L. Coffman, Ph.D., the Company’s then-Senior Vice President and Chief
Scientific Officer, submitted notice of his retirement from the Company, effective December 1, 2019. In
connection with his retirement, Dr. Coffman received the following severance benefits (which amounts are
consistent with Dr. Coffman’s MCSA): (a) a lump sum cash severance payment of $495,212, which is equal to
12 months of Dr. Coffman’s 2019 monthly base salary, less applicable withholdings; (b) a cash payment equal to
the amount of COBRA premiums for continued health insurance for 12 months; and (c) an extended period of
time to exercise any outstanding vested stock options held by Dr. Coffman as of the date of his retirement, which
extended exercisability period ended upon the earlier of (i) the date on which the original term of such stock
options would otherwise expire or (ii) December 2, 2020.
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DIRECTOR COMPENSATION
NON-EMPLOYEE DIRECTOR COMPENSATION PHILOSOPHY
Our non-employee director compensation philosophy is based on the following guiding principles:
•

Aligning the long-term interests of stockholders and directors; and

•

Compensating directors appropriately and adequately for their time, effort and experience

The elements of director compensation consist of annual cash retainers and equity awards, as well as
customary and usual expense reimbursement in attending Board and committee meetings. In an effort to align the
long-term interests of our stockholders and non-employee directors, the mix of cash and equity compensation has
historically been, and is currently, weighted more heavily to equity.
The Compensation Committee recommends non-employee director compensation to the Board, and the full
Board reviews and approves or disapproves such compensation. When considering non-employee director
compensation decisions, the Compensation Committee believes it is important to be informed as to current
compensation practices of comparable publicly-held companies in the life sciences industry, especially to
understand the demand and competitiveness for attracting and retaining an individual with each non-employee
director’s specific expertise and experience. Thus, the Compensation Committee considers recommendations from
Arnosti Consulting, Inc. based on an analysis of peer group Board compensation. Our compensation
arrangements for our non-employee directors are set forth in our Non-Employee Director Compensation Policy
(the ‘‘Director Compensation Policy’’). The Director Compensation Policy outlines cash and equity compensation
automatically payable to non-employee members of the Board, unless such non-employee director declines
receipt of such cash or equity compensation by written notice to us. The Compensation Committee reviews our
non-employee director compensation relative to industry practices every year, and the last review was done in
November of 2019. No changes were made to Director cash compensation in 2019. Changes to Director equity
compensation are described in the ‘‘Equity Awards’’ section below.
In 2018, our stockholders approved a limit on the amount of non-employee director compensation under our
2018 Equity Incentive Plan. The aggregate value of all cash and equity-based compensation granted or paid by
us to any individual for service as a non-employee director of the Board with respect to any fiscal year of the
Company may not exceed (i) a total of $200,000 with respect to any such cash compensation and
(ii) $800,000 in total value with respect to any such equity-based compensation (including awards granted under
our 2018 Equity Incentive Plan and any other equity-based awards), calculating the value of any such awards
based on the grant date fair value of such awards for financial reporting purposes. This limit was not intended to
serve as an increase in the annual amount of non-employee director compensation; rather, this action was
approved for the purpose of limiting the amount of compensation the Board can approve for non-employee
directors each year.
CASH COMPENSATION ARRANGEMENTS
During 2019, each member of our Board who was not an employee or officer of the Company received the
following cash compensation for Board services:
•

A $65,000 annual retainer for service as chairman of the Board or, alternatively, a $40,000 annual
retainer for service as a member of the Board.

•

A $20,000 annual retainer for the Chair of the Audit Committee and a $10,000 annual retainer for each
additional member of the Audit Committee.

•

A $15,000 annual retainer for the Chair of the Compensation Committee and a $7,000 annual retainer
for each additional member of the Compensation Committee.

•

A $10,000 annual retainer for the Chair of the Nominating and Corporate Governance Committee and
$5,000 annual retainer for each additional member of the Nominating and Corporate Governance
Committee.

We also reimburse our non-employee directors for their reasonable expenses incurred in attending meetings
of our Board and committees of our Board.
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EQUITY AWARDS
During 2019, our compensation program for non-employee directors provided for the following equity
compensation for Board services:
•

Each director and the chairman of the Board automatically received an initial equity award (‘‘Initial
Grant’’) consisting of a non-qualified stock option to purchase 15,000 shares and 25,000 shares,
respectively, of Dynavax common stock upon the date each such person is elected or appointed to the
Board.

•

On the date of each annual meeting of the Company’s stockholders, each non-employee director also
automatically received a subsequent equity award (‘‘Subsequent Grant’’), consisting of a non-qualified
stock option to purchase 15,000 shares of Dynavax common stock. However, the non-employee
director’s first Subsequent Grant was reduced to –
○

75% of the Subsequent Grant, or 11,250 shares, if the service period from the non-employee
director’s initial election date to the annual meeting was between 7 and 10 months;

○

50% of the Subsequent Grant, or 7,500 shares, if the service period from the non-employee
director’s initial election date to the annual meeting was between 4 and 7 months; and

○

25% of the Subsequent Grant, or 3,750 shares, if the service period from the non-employee
director’s initial election date to the annual meeting was between 1 and 4 months.

Our compensation program for non-employee directors was modified and became effective in November
2019 to increase of the size of the Subsequent Grant from 15,000 stock options to 25,000 stock options, and the
Initial Grant from 15,000 shares for a Director and 25,000 for the Chairman, to 50,000 shares for all new
appointments. Accordingly, our compensation program for non-employee directors currently provides for the
following equity compensation for Board services:
•

Each director automatically receives an Initial Grant consisting of a non-qualified stock option to
purchase 50,000 shares of Dynavax common stock upon the date each such person is elected or
appointed to the Board.

•

On the date of each annual meeting of the Company’s stockholders, each non-employee director also
automatically receives a Subsequent Grant consisting of a non-qualified stock option to purchase
25,000 shares of Dynavax common stock. However, the non-employee director’s first Subsequent Grant
shall be reduced to –
○

75% of the Subsequent Grant, or 18,750 shares, if the service period from the non-employee
director’s initial election date to the annual meeting is between 7 and 10 months;

○

50% of the Subsequent Grant, or 12,500 shares, if the service period from the non-employee
director’s initial election date to the annual meeting is between 4 and 7 months; and

○

25% of the Subsequent Grant, or 6,250 shares, if the service period from the non-employee
director’s initial election date to the annual meeting is between 1 and 4 months.

Each Initial Grant vests in equal annual installments over three years on the anniversary of the grant date.
Each Subsequent Grant vests in full on the one-year anniversary of the grant date. The exercise price per share
of each Initial Grant and Subsequent Grant equals one hundred percent of the fair market value per share on the
date of grant.
Our Board may approve additional cash and equity awards for our non-employee directors in its discretion.
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DIRECTOR COMPENSATION TABLE
The following table shows for the fiscal year ended December 31, 2019, certain information with respect to
the cash compensation of all non-employee directors of the Company:
Name

Fees Earned or
Paid in Cash(1)

Option
Awards(2)(3)

Total

$22,500
$75,000
$57,000
$40,000
$52,000
$60,000
$45,000
$65,000

$33,465
$49,640
$49,640
$49,640
$49,640
$49,640
$49,640
$49,640

$ 55,965
$124,640
$106,640
$ 89,640
$101,640
$109,640
$ 94,640
$114,640

Andrew A. F. Hack, M.D., Ph.D.
Arnold L. Oronsky, Ph.D.
Daniel L. Kisner, M.D.
Dennis A. Carson, M.D.
Francis R. Cano, Ph.D.
Laura Brege
Natale Ricciardi
Peggy V. Phillips
(1)

Consists of fees earned or paid in 2019 for Board and committee membership as described above.

(2)

Represents the aggregate grant date fair value of stock options granted in the fiscal year in accordance with ASC 718. See note 15 of
our ‘‘Notes to Consolidated Financial Statements’’ in our annual report on Form 10-K filed with the SEC on March 11, 2020, for a
discussion of assumptions we made in determining the compensation costs included in this column.

(3)

As of December 31, 2019, each non-employee director held stock options to purchase the following number of shares of our common
stock. Dr. Oronsky held options to purchase 72,950 shares of our common stock. Ms. Brege held options to purchase 57,675 shares of
our common stock. Dr. Cano held options to purchase 68,050 shares of our common stock. Dr. Carson held options to purchase
62,750 shares of our common stock. Dr. Hack held options to purchase 15,000 shares of our common stock. Dr. Kisner held options to
purchase 73,450 shares of our common stock. Ms. Phillips held options to purchase 72,950 shares of our common stock; and
Mr. Ricciardi held options to purchase 57,750 shares of our common stock.

EQUITY COMPENSATION PLANS
The following table shows activity under our equity compensation plans as of the fiscal year ended
December 31, 2019.

Plan Category

Number
of securities remaining
available for future
Number of
Weighted-average
issuance under
securities to
exercise price of
equity compensation
be issued upon exercise
outstanding
plans (excluding
of outstanding options, options, warrants securities reflected in
warrants and rights
and rights
the first column)

Equity compensation plans approved by security
holders:
2004 Stock Incentive Plan
2011 Equity Incentive Plan
2014 Employee Stock Purchase Plan(1)
2018 Equity Incentive Plan
Equity compensation plans not approved by security
holders:
2010 Employment Inducement Award Plan(2)
2017 Inducement Award Plan(3)
Total:

24,448
4,233,272
—
3,433,237

$16.22
$18.99
$ —
$ 7.18

—
—
450,917
3,308,216

11,450
303,192
8,005,599

$16.55
$17.67
$13.86

—
—
3,759,133

(1)

As of December 31, 2019, an aggregate of 450,917 shares remained available for future issuance under the 2014 Employee Stock
Purchase Plan, and as of April 6, 2020, up to a maximum of 359,264 shares may be purchased in the current purchase period.

(2)

In order to induce qualified individuals to join our Company, our Board adopted the 2010 Employment Inducement Award Plan, or the
2010 Inducement Plan, effective January 8, 2010, which provided for the issuance of up to 150,000 shares of Company common stock
to new employees of the Company. Stockholder approval of the 2010 Inducement Plan was not required under Nasdaq Marketplace
Rule 5635(c)(4). Upon the effectiveness of the Amended 2011 Plan, no additional awards were granted under either the 2004 Stock
Incentive Plan or the 2010 Inducement Plan. All shares currently subject to awards outstanding under the 2004 Stock Incentive Plan or
2010 Inducement Plan, which awards expire or are forfeited, will be included in the reserve for the Amended 2011 Plan to the extent
such shares would otherwise return to such plans. Awards granted under the 2010 Inducement Plan have a term of 10 years.
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Exercisability, option price and other terms are determined by the plan administrator, but the option price cannot be less than 100% of
fair market value of those shares on the date of grant. Stock options granted under the 2010 Inducement Plan generally vest over a
period of four years, with the exception of performance based awards which will vest upon achievement of certain performance
conditions.
(3)

In order to induce qualified individuals to join our Company, on November 28, 2017, our Board adopted the 2017 Inducement Award
Plan, or the 2017 Inducement Plan, which provided for the issuance of up to 1,200,000 shares of Company common stock to new
employees of the Company. Stockholder approval of the 2017 Inducement Plan was not required under Nasdaq Marketplace
Rule 5635(c)(4). Upon the effectiveness of the 2018 Equity Incentive Plan, no additional awards were granted under the 2017
Inducement Plan. All shares currently subject to awards outstanding under the 2017 Inducement Plan, which awards expire or are
forfeited, are included in the reserve for the 2018 Equity Incentive Plan to the extent such shares would otherwise return to such plan.
Awards granted under the 2017 Inducement Plan have a term of 10 years. Exercisability, option price and other terms are determined
by the plan administrator, but the option price cannot be less than 100% of fair market value of those shares on the date of grant. Stock
options granted under the 2017 Inducement Plan generally vest over a period of four years, with the exception of performance based
awards which will vest upon achievement of certain performance conditions.
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CORPORATE GOVERNANCE
CORPORATE GOVERNANCE GUIDELINES
In February 2016, our Board adopted Corporate Governance Guidelines that set forth key principles to guide
the Board in its exercise of responsibilities and serve the interests of the Company and our stockholders.
The Corporate Governance Guidelines were reviewed and updated by the Board in February 2018. Our Corporate
Governance Guidelines can be found on the Corporate Governance page under the Investors and Media –
Corporate Governance section of our website at www.dynavax.com. In addition, these guidelines are available in
print to any stockholder who requests a copy. Please direct all requests to our Corporate Secretary, Dynavax
Technologies Corporation, 2100 Powell Street, Suite 900, Emeryville, California 94608.
STOCKHOLDER OUTREACH AND ENGAGEMENT
Our Board of Directors and management team value the views of our stockholders and we proactively
engage with our major stockholders on a regular basis throughout the year. In addition, we seek feedback from
the governance teams of our largest institutional stockholders each year. We believe our outreach efforts help
ensure that our stockholders are aware of our governance initiatives and provide us with valuable feedback in
order to enhance our governance practices and disclosure to stockholders. We contacted the governance teams of
our largest institutional stockholders in late 2019 and early 2020. The bulk of the stockholders, while
appreciating the outreach, did not feel a need to talk at the time. We spoke with 100% of the stockholders that
wanted to provide us with feedback at that time. During these discussions, which included an opportunity for
detailed questions, our stockholders did not express concerns about our corporate governance program.
MAJORITY VOTE POLICY
Our Corporate Governance Guidelines include a provision whereby any nominee for director in an
uncontested election would submit an offer of resignation for consideration by the Nominating and Corporate
Governance Committee of the Board, if such nominee receives a greater number of ‘‘Withhold’’ votes than
‘‘For’’ votes. The Nominating and Corporate Governance Committee would then consider all of the relevant facts
and circumstances and recommend to the Board the action to be taken with respect to such offer of resignation.
Promptly following the Board’s decision, we would disclose that decision and an explanation of such decision in
a filing with the SEC or a press release.
INDEPENDENCE OF THE BOARD OF DIRECTORS
As required under the Nasdaq Stock Market, or Nasdaq listing standards, and our Corporate Governance
Guidelines, a majority of the members of a listed company’s board of directors must qualify as ‘‘independent,’’
as affirmatively determined by the board of directors. In addition, applicable Nasdaq rules require that, subject to
specified exceptions, each member of a listed company’s audit, compensation and nominating committees be
independent within the meaning of applicable Nasdaq rules. Audit committee members must also satisfy the
independence criteria set forth in Rule 10A-3 under the Exchange Act.
Consistent with these considerations, our Board undertook a review of the independence of each director
and considered whether any director has a material relationship that could compromise his or her ability to
exercise independent judgment in carrying out his or her responsibilities. After review of all relevant transactions
or relationships between each director, or any of his or her family members, and the Company, its senior
management and its independent registered public accounting firm, the Board has affirmatively determined that
the following directors are independent directors within the meaning of the applicable Nasdaq listing standards:
Ms. Brege, Dr. Hack, Ms. Phillips, and Mr. Ricciardi as well as Drs. Cano, Carson, Kisner and Oronsky.
In making this determination, our Board considered certain relationships and transactions that occurred in the
ordinary course of business between the Company and entities which some of our directors are or have been
affiliated, including, (i) in August 2019, the purchase by Bain Capital Life Sciences Fund, L.P. and BCIP Life
Sciences Associates, L.P. (together, ‘‘Bain Life Sciences’’) of our securities in an underwritten public offering in
the aggregate amount of approximately $35 million, and the affiliation of Dr. Hack with Bain Life Sciences as a
managing director of Bain Capital life Sciences Investors, LLC, the general partner of Bain Life Sciences and
(ii) in March 2020, the execution of a registration rights agreement and warrant exchange agreement with Bain
Life Sciences, as further described below under ‘‘Certain Transactions – Transactions With Related Persons’’.

53

The Board determined that such transactions would not impair the particular director’s independence or interfere
with the exercise of independent judgment in carrying out director responsibilities. The Board also determined
that Dennis Carson, M.D., who served on the Board until his retirement effective January 31, 2020, was
independent within the meaning of the Nasdaq listing standards and that he did not have a material or other
disqualifying relationship with the Company.
By virtue of his employment with the Company as Chief Executive Officer, Ryan Spencer is not an
independent director. Prior to his resignation from the Board in August 2019, our then-Chief Executive Officer,
Eddie Gray, was not an independent director.
BOARD LEADERSHIP STRUCTURE
Our Board is currently chaired on an interim-basis by Dr. Hack. The duties of the chairperson include
presiding over all meetings of the Board; preparing the agenda for Board meetings in consultation with the
Chief Executive Officer and other members of our Board; calling and presiding over meetings of non-employee
directors; and managing the Board’s process for annual evaluation of the Chief Executive Officer. Accordingly,
the chairperson has substantial ability to shape the work of our Board. Our Board currently believes that
separation of the positions of chairperson and Chief Executive Officer reinforces the independence of our Board
in its oversight of our business and affairs. In addition, such separation helps create an environment that is more
conducive to objective evaluation and oversight of management’s performance, increasing management
accountability and improving the ability of our Board to monitor whether management’s actions are in the best
interests of our Company and its stockholders.
Our Board also believes there may be advantages to having an independent chairperson for matters such as
communications and relations between our Board, the Chief Executive Officer and other senior management and
in assisting our Board in reaching consensus on particular strategies and policies. Having a chairperson separate
from the Chief Executive Officer also allows the chairperson to focus on assisting the Chief Executive Officer
and other senior management in seeking and adopting successful business strategies and risk management
policies and in making successful choices in management succession.
BOARD’S ROLE IN RISK OVERSIGHT
Risk assessment and oversight are an integral part of our governance and management processes. Our Board
encourages management to promote a culture that incorporates risk management into our corporate strategy and
day-to-day business operations. Management discusses strategic and operational risks at regular management
meetings, and conducts specific strategic planning and review sessions during the year that include a focused
discussion and analysis of the risks facing the Company. For example, due to the public health concerns
regarding the COVID-19 outbreak, our management required that all employees work from home, except for
those who had to be in the office in order to complete their job function, and we assessed and made plans for
potential supply chain risk and other potential impact on the business globally. We continue to monitor potential
impact of the evolving COVID-19 situation on our business. Throughout the year, senior management reviews
these risks with the Board at regular Board meetings as part of management presentations that focus on particular
business functions, operations or strategies, and presents the steps taken by management to mitigate or eliminate
such risks.
Our Board does not have a standing risk management committee but rather administers this oversight
function directly through our Board as a whole as well as through various standing committees of our Board that
address risks inherent in their respective areas of oversight. In particular, our Board is responsible for monitoring
and assessing strategic risk exposure, including overseeing our healthcare compliance program pertaining to
healthcare laws, regulations and industry standards applicable to pharmaceutical companies. Our Audit
Committee has the responsibility to oversee our major financial risk exposures and the steps our management has
taken to monitor and control these exposures as well as oversight of our enterprise risk management program.
The Audit Committee also monitors compliance with legal and regulatory requirements, oversees the performance
of our internal audit function and approves or disapproves any related-persons transactions. Our Nominating and
Corporate Governance Committee monitors the effectiveness of our corporate governance guidelines and
manages the process for annual director self-assessment and evaluation of the Board. Our Compensation
Committee assesses and monitors whether any of our compensation policies and programs has the potential to
encourage excessive risk-taking.
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MEETINGS OF THE BOARD OF DIRECTORS
Our Board met 11 times during fiscal year 2019. All Board members attended at least 75% or more of the
aggregate of the meetings of the Board and of the committees on which the member served held during the
period of service as a director or committee member.
COMMITTEES OF THE BOARD OF DIRECTORS
Our Board has three standing committees: an Audit Committee, a Compensation Committee and a
Nominating and Corporate Governance Committee. The following table provides membership and meeting
information for fiscal year 2019 for each of the Board committees:
Name

Audit Compensation Nominating
(1)

Andrew A. F. Hack, M.D., Ph.D.
Arnold L. Oronsky, Ph.D.
Daniel L. Kisner, M.D.
Francis R. Cano, Ph.D.
Laura Brege(1)
Natale Ricciardi
Peggy V. Phillips
Total Members
Total Meetings
*
(1)

X
X
X
X

X*
X

X*
X
X
4
4

X*
3
11

3
5

Committee Chairperson
Ms. Brege served as the chairperson of our Audit Committee for the duration of 2019, and upon her resignation from the Board in
February 2020, Dr. Hack became Chairperson of the Audit Committee. Dr. Hack joined the Audit Committee in October 2019.

Below is a description of each committee of our Board. Each of the committees has authority to engage
legal counsel or other experts or consultants as it deems appropriate to carry out its responsibilities. Our Board
has determined that each member of each committee meets the applicable Nasdaq listing standards and related
rules and regulations regarding ‘‘independence’’ and that each member is free of any relationship that would
impair his or her individual exercise of independent judgment with regard to the Company.
Audit Committee
The Audit Committee for 2019 was comprised of three directors until the inclusion of Dr. Hack in October
2019: Ms. Brege (Chairperson), Dr. Oronsky and Ms. Phillips. Following Ms. Brege’s resignation from the Board
in February 2020, Dr. Hack has become the Chairperson of the Audit Committee. In addition to determining that
all members of the Audit Committee are independent (as independence is currently defined in Rule
5605(c)(2)(A)(i) and (ii) of the Nasdaq listing standards), the Board determined that Dr. Hack qualified as an
‘‘audit committee financial expert,’’ as defined in applicable SEC rules. The Board made a qualitative assessment
of Dr. Hack’s level of knowledge and experience based on a number of factors, including his formal education
and experience as a chief financial officer. The Audit Committee was established by the Board in accordance
with Section 3(a)(58)(A) of the Exchange Act to oversee the Company’s corporate accounting and financial
reporting processes and audits of its financial statements. The Audit Committee operates under a written charter
that is available on the Company’s website at http://investors.dynavax.com/corporate-governance.
Among other things, the charter specifically requires our Audit Committee to:
•

review and monitor the policies and procedures adopted by the Company to fulfill its responsibilities
regarding the fair and accurate presentation of the Company’s financial statements;

•

appoint, compensate, and oversee the work of the Company’s independent registered public accounting
firm;

•

approve and monitor all audit and non-audit services performed by the Company’s independent
registered public accounting firm;

•

investigate, review and report the propriety and ethical implications of any transactions between the
Company and any related persons;
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•

consult and discuss with management and the independent registered public accounting firm regarding
the effectiveness of the Company’s internal controls over financial reporting;

•

establish procedures, as required under applicable law, for the receipt, retention and treatment of
complaints received by the Company regarding accounting, internal controls or auditing matters and the
confidential and anonymous submission by employees of concerns regarding questionable accounting or
auditing matters;

•

review and evaluate the Company’s accounting principles and systems of internal controls; and

•

review and discuss the disclosure of the Company’s annual audited financial statements and quarterly
financial statements, including reviewing the Company’s disclosures under ‘‘Management’s Discussion
and Analysis of Financial Condition and Results of Operations.’’

Management is responsible for the financial reporting process, including the system of internal controls and
for the preparation of consolidated financial statements in accordance with accounting principles generally
accepted in the United States. Ernst & Young, the Company’s independent registered public accounting firm, is
responsible for auditing or reviewing those financial statements. The Audit Committee monitors and reviews
these processes.
Report of the Audit Committee of the Board of Directors
During 2019, the Audit Committee met on four occasions. During these meetings the Audit Committee met
with Ernst & Young, without the presence of the Company’s management. During the course of these meetings,
we:
•

discussed with management and Ernst & Young management’s continued testing and evaluation of its
system of internal control over financial reporting. We also reviewed Ernst & Young’s Report of
Independent Registered Public Accounting Firm included in the Annual Report on Form 10-K, or
Annual Report, related to its audit of the effectiveness of the Company’s internal control over financial
reporting;

•

reviewed and discussed with management and Ernst & Young the annual audited financial statements
before filing the Annual Report with the SEC, addressing the acceptability of the Company’s
accounting principles and such other matters as applicable auditing standards require us to discuss; the
Audit Committee has discussed with Ernst & Young the matters required to be discussed by the Public
Company Accounting Oversight Board and the SEC and recommended to the Board that the financial
statements should be included in the Annual Report;

•

reviewed and discussed with management and Ernst & Young the Company’s quarterly unaudited
financial statements before the issuance of its quarterly financial results press releases and the filing of
its Quarterly Reports on Form 10-Q with the SEC;

•

discussed with management and Ernst & Young significant financial reporting matters, including
liquidity and capital requirements, and the accounting for significant transactions;

•

appointed and oversaw the work and compensation of Ernst & Young, including the review of
engagement agreement terms;

•

reviewed and provided guidance with respect to the external audit and the Company’s relationship with
Ernst & Young by (1) reviewing Ernst & Young’s proposed audit scope, approach, compensation and
independence; (2) obtaining written statements and disclosures from Ernst & Young regarding
relationships and services with the Company which may impact independence as required by applicable
requirements of the PCAOB regarding the accounting firm’s independence; (3) discussing with Ernst &
Young the financial statements and audit findings, including any significant adjustments, management
judgments and accounting estimates, significant new accounting policies and whether there were
disagreements with management; and (4) obtaining assurance from Ernst & Young that the
requirements of Section 10A of the Exchange Act have been met; and

•

reviewed, in conjunction with the Company’s legal counsel, all legal matters that could have a
significant impact on the Company’s financial statements or compliance policies.
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Based on our reviews and discussions as described above, and based on the report of Ernst & Young, we
recommended to the Board, and the Board approved, that the audited financial statements be included in the
Company’s Annual Report for the year ended December 31, 2019, filed with the SEC. We also approved, subject
to stockholder ratification, the selection of Ernst & Young as the Company’s independent registered public
accounting firm for 2020. In making this recommendation, we considered whether Ernst & Young’s provision of
services other than audit services is compatible with maintaining independence of our independent registered
public accounting firm. Although we have the sole authority to appoint the independent registered public
accounting firm, we continued the long-standing practice of recommending that the Board ask the stockholders at
their Annual Meeting to ratify the appointment of Ernst & Young as the Company’s independent registered public
accounting firm.
The material in this report is not ‘‘soliciting material,’’ is not deemed ‘‘filed’’ with the SEC and is not to be
incorporated by reference in any filing of the Company under the Securities Act of 1933, as amended (the
‘‘Securities Act’’) or the Exchange Act, whether made before or after the date hereof and irrespective of any
general incorporation language in any such filing.
Andrew A. F. Hack, M.D., Ph.D. (Chairperson)
Dr. Arnold L. Oronsky, Ph.D.
Ms. Peggy V. Phillips
Compensation Committee
Our Compensation Committee is composed of three directors: Ms. Phillips (Chairperson) and Drs. Kisner
and Cano. All members of the Compensation Committee are independent as required by Nasdaq Rule 5605(d)
(as independence is currently defined in Rule 5605(a)(2) of the Nasdaq listing standards), are ‘‘outside directors’’
for purposes of Section 162(m) of the Code and are ‘‘non-employee directors’’ for purposes of Rule 16b-3 under
the Exchange Act.
During 2019, the Compensation Committee held eleven meetings. The Compensation Committee acts on
behalf of the Board to review, recommend for adoption, and oversee the Company’s compensation strategy,
policies, plans and programs. The Compensation Committee operates under a written charter that is available on
the Company’s website at http://investors.dynavax.com/corporate-governance. Among other things, the charter
specifically requires our Compensation Committee to:
•

Annually review and approve the Company’s corporate goals and objectives relevant to Chief
Executive Officer compensation, evaluate the Chief Executive Officer’s performance in light of such
goals and objectives, and recommend to the Board the Chief Executive Officer’s compensation level
based on this evaluation. In determining the long-term incentive component of the Chief Executive
Officer’s compensation, the Compensation Committee will consider the Company’s performance and
relative stockholder return, the value of similar incentive awards to Chief Executive Officers at
comparable companies, and the awards given to the Company’s Chief Executive Officer in past years;

•

annually review and make recommendations to the Board with respect to incentive compensation plans
and equity-based plans;

•

annually review Director compensation and make recommendation to the Board;

•

administer the Company’s incentive-compensation plans and equity-based plans as in effect and as
adopted from time to time by the Board provided that the Board shall retain the authority to interpret
such plans;

•

annually review and approve for the Company’s executive officers as defined in Rule 16a-1(f) of the
Exchange Act: i) annual base salary levels; ii) annual incentive compensation levels; iii) long-term
incentive compensation levels; and iv) employment agreements, severance agreements, change of
control agreements/provisions and any other compensatory arrangements, in each case as, when and if
appropriate;

•

make regular reports to the Board; and

•

perform such other functions and have such other powers consistent with the Compensation Committee
Charter, the Company’s Bylaws and governing laws as the Compensation Committee or the Board may
deem appropriate.
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Under its charter, our Compensation Committee may form, and delegate authority to, subcommittees, as
appropriate. Our Compensation Committee has authorized and delegated authority to our Chief Executive Officer
to grant stock options to employees and consultants who are not officers of the Company from pre-approved
pools and in accordance with guidelines designated for new hire and annual grants. The purpose of this
delegation is to enhance the flexibility of option administration within the Company and to facilitate the timely
grant of options to non-executive employees, particularly new employees, within specified limits and values
approved by our Compensation Committee.
Nominating and Corporate Governance Committee
Our Nominating and Corporate Governance Committee is composed of three directors: Drs. Kisner
(Chairperson) and Cano, and Mr. Ricciardi. All members of the Nominating and Corporate Governance
Committee are independent (as independence is currently defined in Rule 5605(a)(2) of the Nasdaq listing
standards). The Nominating and Corporate Governance Committee is responsible for identifying, reviewing and
evaluating candidates to serve as directors of the Company (consistent with criteria approved by the Board),
reviewing and evaluating incumbent directors and identifying with the Chief Executive Officer candidates for
appointment or election to the Board.
In identifying potential director candidates, the Nominating and Corporate Governance Committee considers
Board candidates through a variety of methods and sources. These include suggestions from current Board
members, senior management, stockholders, professional search firms and other sources. At this time, the
Nominating and Corporate Governance Committee does not have a policy with regard to the consideration of
director candidates recommended by stockholders. While the Nominating and Corporate Governance Committee
does not have such a formal policy, it will consider such a recommendation, as reflected by its decision to
recommend Mr. Ricciardi to the Board following a stockholder recommendation. Our Board believes that it is
appropriate that the Nominating and Corporate Governance Committee does not have such a policy because the
Nominating and Corporate Governance Committee reviews all candidates in the same manner regardless of the
source of the recommendation. In the case of a new director candidate, the Nominating and Corporate
Governance Committee also determines whether the nominee is independent based upon applicable Nasdaq
listing standards, applicable SEC rules and regulations and the advice of counsel, if necessary. Among the
qualifications to be considered in the selection of candidates are broad experience in business, finance or
administration, familiarity with the Company’s industry, and prominence and reputation. Since prominence and
reputation in a particular profession or field of endeavor are what bring most persons to the Board’s attention,
there is further consideration of whether the individual has the time available to devote to the work of the Board
and one or more of its committees. In addition, our Nominating and Corporate Governance Committee will
consider whether the candidate assists in achieving a mix of members that represents a diversity of backgrounds
and experience, including with respect to age, gender, international background, race and specialized experience.
Each year, our Nominating and Corporate Governance Committee reviews its Board membership criteria and
assesses the composition of the Board against the criteria.
The members of the Nominating and Corporate Governance Committee informally discussed committee
business a number of times during the year and the Nominating and Corporate Governance Committee held five
formal meetings during 2019. The Nominating and Corporate Governance Committee has adopted a written
charter that is available to stockholders on the Company’s website at
http://investors.dynavax.com/corporate-governance.
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STOCKHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECTORS
Stockholders may communicate with our Board by directing comments, concerns, and questions to the
Corporate Secretary at Dynavax Technologies Corporation, 2100 Powell Street, Suite 900, Emeryville,
California 94608. Communications will be distributed to the Board, or to any individual directors as appropriate,
depending on the facts and circumstances outlined in the communication. In that regard, our Board has requested
that certain items that are unrelated to the duties and responsibilities of the Board be filtered, including product
complaints or inquiries, new product suggestions, résumés and other forms of job inquiries, surveys, or business
solicitations or advertisements. In addition, material that is unduly hostile, threatening, illegal or similarly
unsuitable will be excluded, with the provision that any communication that is filtered out must be made
available to any non-employee director upon request. Stockholders may also communicate with our Board as a
group through our website at http://investors.dynavax.com/contact-board. All communications directed to the
Audit Committee in accordance with our whistleblower policy that relate to questionable accounting or auditing
matters involving the Company will be promptly and directly forwarded to the chairperson of the Audit
Committee. Every effort has been made to ensure that the views of stockholders are heard by the Board or
individual directors, as applicable, and that appropriate responses are provided to stockholders in a timely
manner. We believe our responsiveness to stockholder communications to the Board has been excellent.
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CERTAIN TRANSACTIONS
Except as described below, since January 1, 2018, there has not been, nor is there currently proposed, any
transaction or series of similar transactions to which the Company was or is to be a party in which the amount
involved exceeds $120,000 and in which any current director, executive officer, holder of more than 5% of our
common stock or any immediate family member of any of the foregoing persons had or will have a direct or
indirect material interest other than compensation arrangements, described under the sections entitled ‘‘Executive
Compensation’’ and ‘‘ Director Compensation,’’ other than with respect to the indemnification agreements
described below.
Related Persons Transactions and Indemnification
Policies and Procedures for Related Person Transactions
Our Audit Committee is responsible for reviewing and approving all related party transactions, which would
include a transaction, arrangement or relationship (or any series of similar transactions, arrangements or
relationships) in which we and any ‘‘related person’’ are participants involving an amount that exceeds $120,000,
not including transactions involving compensation for services provided to Dynavax as an employee, director,
consultant or similar capacity by a related person. Related parties include any of our directors or executive
officers, certain of our stockholders and their immediate family members. This obligation is set forth in writing
in the Audit Committee charter. A copy of the Audit Committee charter is available on the Company’s website at
http://investors.dynavax.com/corporate-governance.
Where a transaction has been identified as a related-person transaction, management would present
information regarding the proposed related-person transaction to the Audit Committee (or, where Audit
Committee approval would be inappropriate, to another independent body of the Board) for consideration and
approval or ratification. The presentation would include a description of, among other things, the material facts,
the interests, direct and indirect, of the related persons, the benefits to Dynavax of the transaction and whether
any alternative transactions were available. To identify related-person transactions in advance, the Audit
Committee relies on information supplied by our executive officers and directors. In considering related-person
transactions, the Audit Committee takes into account the relevant available facts and circumstances including, but
not limited to (a) the risks, costs and benefits to Dynavax, (b) the impact on a director’s independence in the
event the related person is a director, immediate family member of a director or an entity with which a director
is affiliated, (c) the terms of the transaction, (d) the availability of other sources for comparable services or
products and (e) the terms available to or from, as the case may be, unrelated third parties or to or from
employees generally. In the event a director has an interest in the proposed transaction, the director must recuse
himself or herself from the deliberations and approval. In determining whether to approve, ratify or reject a
related-person transaction, the Audit Committee considers, in light of known circumstances, whether the
transaction is in, or is not inconsistent with, the best interests of Dynavax and our stockholders, as the Audit
Committee determines in the good faith exercise of its discretion.
Transactions With Related Persons
In August 2019, Bain Life Sciences acquired shares of our common stock and Series B convertible preferred
stock and warrants to purchase shares of our common stock in an underwritten public offering. Bain Capital Life
Sciences Investors, LLC is the general partner of Bain Life Sciences. Andrew A. F. Hack, M.D., Ph.D., a
managing director of Bain Capital Life Sciences Investors, LLC, is a director of Dynavax.
On March 11, 2020, we entered into a registration rights agreement with Bain Life Sciences, pursuant to
which we agreed, subject to certain exceptions, to register all of the shares of our common stock and Series B
convertible preferred stock, and warrants to purchase shares of our common stock, held by Bain Life Sciences as
of the date of the registration rights agreement. We have agreed to provide Bain Life Sciences with customary
indemnification in in connection with the registration and sale of Bain Life Sciences’ securities pursuant to the
registration rights agreement.
On March 11, 2020, we also entered into a warrant exchange agreement with Bain Life Sciences pursuant to
which we agreed that we would, upon future notice from Bain Life Sciences (and subject to certain other
conditions), exchange all or a portion of the common stock warrants held by Bain Life Sciences for warrants to
purchase a new Series C convertible preferred stock. Such preferred warrants would be exercisable for a number
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of shares of Series C convertible preferred stock equal to (x) the number of shares of common stock for which
the outstanding common warrants then remain exercisable, divided by (y) 1,000. In connection with such
exchange, if any, we would be obligated to file a certificate of designation to specify the powers, preferences,
rights, qualifications, limitations and restrictions of the Series C convertible preferred stock. The Series C
certificate of designation will provide that each share of Series C convertible preferred stock would be
convertible into 1,000 shares of common stock, with a conversion price of $4.50, and would be on parity with,
and would otherwise have substantially identical rights to, our Series B convertible preferred stock. Our
obligations under the warrant exchange agreement also include the execution of a registration rights agreement,
upon request of Bain Life Sciences, concurrent with the warrant exchange, if any, pursuant to which we would
register the exchange securities in a manner substantially similar to the registration rights agreement described
above.
Indemnity Agreements
We have entered into indemnity agreements with some of our officers and directors so that they will be free
from undue concern about personal liability in connection with their service to the Company. The indemnity
agreements provide, among other things, that the Company will indemnify such officer or director, under the
circumstances and to the extent provided for therein, for expenses, damages, judgments, fines and settlements he
or she may be required to pay in actions or proceedings which he or she is or may be made a party by reason of
his or her position as a director, officer or other agent of the Company, and otherwise to the fullest extent
permitted under Delaware law.
DELINQUENT SECTION 16(A) REPORTS
Section 16(a) of the Exchange Act requires the Company’s directors and executive officers, and persons who
own more than ten percent of a registered class of the Company’s equity securities, to file with the SEC initial
reports of ownership and reports of changes in ownership of common stock and other equity securities of the
Company. Officers, directors and greater-than-ten-percent stockholders are required by SEC regulation to furnish
the Company with copies of all Section 16(a) forms they file.
To the Company’s knowledge, based solely on a review of the copies of such reports furnished to the
Company and written representations that no other reports were required, during the fiscal year ended
December 31, 2019, all Section 16(a) filing requirements applicable to its officers, directors and
greater-than-ten-percent beneficial owners were in compliance, other than one report on Form 4 that was filed
late by David Johnson, our Vice President and Chief Accounting Officer, covering one transaction which was
required to report the receipt of an equity award.
CODE OF BUSINESS CONDUCT AND ETHICS
We have adopted the Dynavax Code of Business Conduct and Ethics that applies to all officers, directors
and employees. Our Code of Business Conduct and Ethics is available on our website at
http://investors.dynavax.com/corporate-governance. We will provide a written copy of the Dynavax Code of
Business Conduct and Ethics to anyone without charge, upon request written to Dynavax Technologies
Corporation, Attention: Corporate Secretary, 2100 Powell Street, Suite 900, Emeryville, California 94608, or
contact Dynavax’s Corporate Secretary at (510) 848-5100. If we make any substantive amendments to or grant
any waiver from a provision of the Code of Business Conduct and Ethics to any executive officer or director, we
will promptly disclose the nature of the amendment or waiver on our website. There have been no waivers under
the Code of Business Conduct and Ethics as of April 6, 2020.
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SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information regarding the ownership of the Company’s common stock
as of January 31, 2020 by: (i) each director and nominee for director; (ii) the NEOs; (iii) all executive officers
and directors of the Company as a group; and (iv) all those known by the Company to be beneficial owners of
more than five percent of its common stock.
Number of
Shares(2)

Name and Address of Beneficial Holder

5% Stockholders
Federated Hermes, Inc.(4)
Federated Investors, Inc.(5)
Bain Capital Life Sciences Fund, L.P.(6)
BlackRock, Inc.(7)
NEOs and Directors(1)
Ryan Spencer(8)
Eddie Gray(9)
David F. Novack(10)
Michael S. Ostrach(11)
Robert Janssen, M.D.(12)
Robert L. Coffman, Ph.D.(13)
Arnold L. Oronsky, Ph.D.(14)
Laura Brege(15)
Francis R. Cano, Ph.D.(16)
Andrew A. F. Hack, M.D., Ph.D.(17)
Daniel L. Kisner, M.D.(18)
Peggy V. Phillips(19)
Natale Ricciardi(20)
All executive officers and directors as a group (13 persons)(21)

Percent of Shares
Beneficially
Owned(3)

9,821,800
9,326,450
7,525,000
6,181,895

11.55%
10.97%
8.85%
7.27%

109,506
1,783,046
500,357
634,452
565,665
271,501
95,456
42,675
69,717
7,525,000
59,950
88,418
42,750
11,788,493

*
2.06%
*
*
*
*
*
*
*
8.85%
*
*
*
13.33%

*

Less than one percent.

(1)

The address of each of the NEOs and directors is c/o Dynavax Technologies Corporation, 2100 Powell Street, Suite 900, Emeryville,
California 94608.

(2)

To our knowledge, except as set forth in the footnotes to this table, and subject to applicable community property laws, each person
named in this table has sole voting and investment power with respect to the shares set forth opposite such person’s name.

(3)

Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with
respect to the securities. Shares of our common stock subject to options currently exercisable or that will become exercisable within
60 days after January 31, 2020, are deemed outstanding for computing the percentage of the person holding such options but are not
deemed outstanding for computing the percentage of any other person. Applicable percentages are based on 85,005,658 shares of our
common stock outstanding as of January 31, 2020, adjusted as required by the rules of the SEC.
This information is based solely on Schedule 13G/A filed by Federated Hermes, Inc. on February 14, 2020, with the SEC. Federated
Hermes, Inc. beneficially owns 9,821,800 shares and has sole dispositive or sole voting power. The address of the principal business
and office of Federated Hermes, Inc. is, 1001 Liberty Avenue, Pittsburgh, PA 15222-3779. The Schedule 13G provides information only
as of December 31, 2019 and consequently, the beneficial ownership of the above-mentioned reporting person may have changed
between December 31, 2019 and January 31, 2020.
This information is based solely on Schedule 13G/A filed by Federated Investors, Inc. on September 10, 2019, with the SEC. Federated
Investors, Inc. beneficially owns 9,326,450 shares and has sole dispositive and sole voting power. The address of the principal business
and office of Federated Investors, Inc. is, Federated Investors Tower, Pittsburgh, PA 15222-3779. The Schedule 13G provides
information only as of August 31, 2019 and consequently, the beneficial ownership of the above-mentioned reporting person may have
changed between August 31, 2019 and January 31, 2020.
This information is based solely on Schedule 13D/A filed by Bain Capital Life Sciences Fund, L.P. on March 12, 2020, with the SEC.
Bain Capital Life Sciences Fund L.P. holds 6,826,266 shares of common stock, 3,756 shares of Series B preferred stock and warrants
to purchase 2,645,566 shares of common stock. BCIP Life Sciences Associates, LP holds 698,734 shares of common stock, 384 shares
of Series B preferred stock and warrants to purchase 270,684 shares of common stock. As a result of the Beneficial Ownership
Blocker, beneficial ownership is capped at 9.99% of the outstanding common stock of the issuer. The address of the principal business
and office of Bain Capital Life Sciences Fund, L.P. is, 200 Clarendon Street, Boston, MA 02116. The Schedule 13G provides
information only as of March 12, 2020.
This information is based solely on Schedule 13G/A filed by BlackRock, Inc. on February 5, 2020 with the SEC. BlackRock, Inc.

(4)

(5)

(6)

(7)
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beneficially owns and has sole dispositive power over 6,181,895 shares of common stock, of which 5,996,422 shares are held with sole
voting power. The address of the principal business and office of BlackRock, Inc. is, 55 East 52nd Street, New York, NY 10055.
The Schedule 13G provides information only as of December 31, 2019 and consequently, the beneficial ownership of the
above-mentioned reporting person may have changed between December 31, 2019 and January 31, 2020.
(8)

Consists of 26,555 shares of common stock owned directly by Mr. Spencer, restricted stock awards to be converted into 12,812 shares
of common stock within 60 days of January 31, 2020 and options to purchase 70,139 shares of common stock exercisable within
60 days of January 31, 2020.

(9)

Consists of 280,045 shares of common stock owned directly by Mr. Gray and options to purchase 1,503,001 shares of common stock
exercisable within 60 days of January 31, 2020.

(10) Consists of 118,484 shares of common stock owned directly by Mr. Novack, restricted stock awards to be converted into 79,763 shares
of common stock within 60 days of January 31, 2020 and options to purchase 302,110 shares of common stock exercisable within
60 days of January 31, 2020.
(11) Consists of 131,604 shares of common stock owned directly by Mr. Ostrach, restricted stock awards to be converted into 58,304 shares
of common stock within 60 days of January 31, 2020 and options to purchase 444,544 shares of common stock exercisable within
60 days of January 31, 2020.
(12) Consists of 193,430 shares of common stock owned directly by Dr. Janssen, restricted stock awards to be converted into 55,375 shares
of common stock within 60 days of January 31, 2020 and options to purchase 316,860 shares of common stock exercisable within
60 days of January 31, 2020.
(13) Consists of 30,000 shares of common stock owned directly by Dr. Coffman and options to purchase 241,501 shares of common stock
exercisable within 60 days of January 31, 2020.
(14) Consists of 37,506 shares of common stock owned directly by Dr. Oronsky and options to purchase 57,950 shares of common stock
exercisable within 60 days of January 31, 2020.
(15) Consists of options to purchase 42,675 shares of common stock exercisable within 60 days of January 31, 2020.
(16) Consists of 16,667 shares of common stock owned directly by Dr. Cano and options to purchase 53,050 shares of common stock
exercisable within 60 days of January 31, 2020.
(17) Bain Capital Life Sciences Fund L.P. (‘‘BCLS’’) holds 6,826,266 shares of common stock and BCIP Life Sciences Associates, LP
(‘‘BCIPLS’’ and, together with BCLS, the ‘‘Bain Life Sciences Entities’’) holds 698,734 shares of common stock. Bain Capital Life
Sciences Investors, LLC (‘‘BCLSI’’) is the ultimate general partner of BCLS and governs the investment strategy and decision making
process with respect to investments held by BCIPLS. Dr. Hack is a Managing Director of BCLSI. By virtue of these relationships,
Dr. Hack may be deemed to share voting and dispositive power with respect to shares of common stock held by the Bain Life Sciences
Entities. Dr. Hack disclaims beneficial ownership of such securities except to the extent of his pecuniary interest therein.
(18) Consists of 1,500 shares of common stock owned directly by Dr. Kisner and options to purchase 58,450 shares of common stock
exercisable within 60 days of January 31, 2020.
(19) Consists of 30,468 shares of common stock owned directly by Ms. Phillips and options to purchase 57,950 shares of common stock
exercisable within 60 days of January 31, 2020.
(20) Consists of options to purchase 42,750 shares of common stock exercisable within 60 days of January 31, 2020.
(21) Total number of shares includes 8,391,259 shares of common stock in aggregate held as of January 31, 2020, by our executive officers
and directors and entities affiliated with such executive officers and directors. Also includes restricted stock awards to be converted into
206,254 shares of common stock within 60 days of January 31, 2020 and options to purchase 3,190,980 shares of common stock
exercisable within 60 days of January 31, 2020.
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HOUSEHOLDING OF PROXY MATERIALS
The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery
requirements for Notices of Internet Availability of Proxy Materials or other annual meeting materials with
respect to two or more stockholders sharing the same address by delivering a single Notice of Internet
Availability of Proxy Materials or other annual meeting materials addressed to those stockholders. This process,
which is commonly referred to as ‘‘householding,’’ potentially means extra convenience for stockholders and cost
savings for companies.
This year, a number of brokers with account holders who are Dynavax stockholders will be ‘‘householding’’
the Company’s proxy materials. A single Notice of Internet Availability of Proxy Materials will be delivered to
multiple stockholders sharing an address unless contrary instructions have been received from the affected
stockholders. Once you have received notice from your broker that they will be ‘‘householding’’ communications
to your address, ‘‘householding’’ will continue until you are notified otherwise or until you revoke your consent.
If, at any time, you no longer wish to participate in ‘‘householding’’ and would prefer to receive a separate
Notice of Internet Availability of Proxy Materials, please notify your broker or Dynavax. Direct your written
request to Dynavax Technologies Corporation, Attention: Corporate Secretary, 2100 Powell Street, Suite 900,
Emeryville, California 94608, or contact Dynavax’s Corporate Secretary at (510) 848-5100. Stockholders who
currently receive multiple copies of the Annual Meeting materials at their addresses and would like to request
‘‘householding’’ of their communications should contact their brokers.
OTHER MATTERS
The Board knows of no other matters that will be presented for consideration at the Annual Meeting. If any
other matters are properly brought before the Annual Meeting, it is the intention of the persons named in the
accompanying proxy to vote on such matters in accordance with their best judgment.
By Order of the Board of Directors
/s/ Steven N. Gersten
Steven N. Gersten
Secretary
April 17, 2020
A copy of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2019,
is available without charge upon written request to: Dynavax Technologies Corporation, Attention:
Corporate Secretary, 2100 Powell Street, Suite 900, Emeryville, California 94608.
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APPENDIX A
CHARTER AMENDMENT

CERTIFICATE OF AMENDMENT OF THE
SIXTH AMENDED AND RESTATED CERTIFICATE OF INCORPORATION OF
DYNAVAX TECHNOLOGIES CORPORATION
DYNAVAX TECHNOLOGIES CORPORATION, a corporation organized and existing under and by
virtue of the General Corporation Law of the State of Delaware (the ‘‘Corporation’’), hereby certifies that:
FIRST: The name of the Corporation is DYNAVAX TECHNOLOGIES CORPORATION.
SECOND: The Corporation was originally incorporated under the same name and the original Certificate of
Incorporation was filed with the Secretary of State of the State of Delaware on November 6, 2000.
THIRD: The Board of Directors of the Corporation, acting in accordance with the provisions of
Sections 141 and 242 of the General Corporation Law of the State of Delaware, adopted resolutions to amend its
Sixth Amended and Restated Certificate of Incorporation as follows:
1. Article IV shall be amended and restated to read in its entirety as follows:
‘‘The Corporation is authorized to issue two classes of stock to be designated, respectively, Common
Stock and Preferred Stock. The Corporation shall be authorized to issue 278,000,000 shares of
Common Stock at $0.001 par value, and 5,000,000 shares of Preferred Stock at $0.001 par value.
The Preferred Stock may be issued from time to time in one or more series pursuant to a resolution or
resolutions providing for such issue duly adopted by the Board of Directors (authority to do so being
hereby expressly vested in the Board of Directors). The rights, preferences, privileges and restrictions
granted to or imposed upon the Preferred Stock or any series of Preferred Stock will be determined or
altered by the Board of Directors. The Board of Directors shall also have the authority to fix or alter
the number of shares of any series of Preferred Stock and the designation of any such series of
Preferred Stock. The Board of Directors, within the limits and restrictions stated in any resolution or
resolutions of the Board of Directors originally fixing the number of shares constituting any series, may
increase or decrease (but not below the number of shares in any such series then outstanding), the
number of shares of any series subsequent to the issue of shares of that series.’’
FOURTH: Thereafter pursuant to a resolution of the Board of Directors, this Certificate of Amendment was
submitted to the stockholders of the Corporation for their approval, and was duly adopted at the Annual
Meeting of Stockholders held on May 28, 2020 in accordance with the provisions of Section 242 of the
General Corporation Law of the State of Delaware.
IN WITNESS WHEREOF, the Corporation has caused this Certificate of Amendment to be signed by its
Chief Executive Officer this
day of
, 2020.

DYNAVAX TECHNOLOGIES CORPORATION
By:
Ryan Spencer, Chief Executive Officer

APPENDIX B
AMENDED 2018 EIP

DYNAVAX TECHNOLOGIES CORPORATION
2018 EQUITY INCENTIVE PLAN
ADOPTED BY THE BOARD OF DIRECTORS: APRIL 8, 2018
APPROVED BY THE STOCKHOLDERS: MAY 31, 2018
AMENDED AND RESTATED BY THE BOARD OF DIRECTORS: APRIL 9, 2019
APPROVED BY THE STOCKHOLDERS: MAY 30, 2019
AMENDED AND RESTATED BY THE BOARD OF DIRECTORS: APRIL 3, 2020
[APPROVED BY THE STOCKHOLDERS: MAY 28, 2020]
1.

GENERAL.

(a) Successor to and Continuation of 2011 Plan. The Plan is intended as the successor to and
continuation of the Dynavax Technologies Corporation 2011 Equity Incentive Plan (the ‘‘2011 Plan’’). Following
the Effective Date, no additional awards may be granted under the 2011 Plan or the Dynavax Technologies
Corporation 2017 Inducement Award Plan (the ‘‘2017 Inducement Plan’’) (each of the 2011 Plan and 2017
Inducement Plan, a ‘‘Prior Plan’’). Any unallocated shares remaining available for grant under the 2011 Plan as
of 12:01 a.m. Pacific Time on the Effective Date (the ‘‘2011 Plan’s Available Reserve’’) will cease to be
available under the 2011 Plan at such time and will be added to the Share Reserve (as defined in Section 3(a)(i))
and be then immediately available for grant and issuance pursuant to Awards granted under this Plan. From and
after 12:01 a.m. Pacific Time on the Effective Date, except as provided in Sections 9(c), 9(d) and 9(e), all
outstanding stock awards granted under either of the Prior Plans (each, a ‘‘Prior Plan Award’’) will remain
subject to the terms of the applicable Prior Plan; provided, however, that the following shares of Common Stock
subject to any outstanding Prior Plan Award (collectively, the ‘‘Prior Plans’ Returning Shares’’) will
immediately be added to the Share Reserve (as defined in Section 3(a)(i)) as and when such shares become Prior
Plans’ Returning Shares and will become available for grant and issuance pursuant to Awards granted under this
Plan: (i) any shares subject to such stock award that are not issued because such stock award or any portion
thereof expires or otherwise terminates without all of the shares covered by such stock award having been
issued; (ii) any shares subject to such stock award that are not issued because such stock award or any portion
thereof is settled in cash; and (iii) any shares issued pursuant to such stock award that are forfeited back to or
repurchased by the Company because of the failure to meet a contingency or condition required for the vesting
of such shares. All Awards granted on or after 12:01 a.m. Pacific Time on the Effective Date will be subject to
the terms of this Plan.
(b) Eligible Award Recipients. Subject to Section 4, Employees and Directors are eligible to receive
Awards.
(c) Available Awards. The Plan provides for the grant of the following types of Awards: (i) Incentive
Stock Options; (ii) Nonstatutory Stock Options; (iii) Stock Appreciation Rights; (iv) Restricted Stock Awards;
(v) Restricted Stock Unit Awards; (vi) Performance Stock Awards; and (vii) Other Stock Awards.
(d) Purpose. The Plan, through the granting of Awards, is intended to help the Company and any Affiliate
secure and retain the services of eligible award recipients, provide incentives for such persons to exert maximum
efforts for the success of the Company and any Affiliate and provide a means by which such persons may benefit
from increases in value of the Common Stock.
2.

ADMINISTRATION.

(a) Administration by Board. The Board will administer the Plan. The Board may delegate
administration of the Plan to a Committee or Committees, as provided in Section 2(c).
(b) Powers of Board. The Board will have the power, subject to, and within the limitations of, the express
provisions of the Plan:
(i) To determine (A) who will be granted Awards, (B) when and how each Award will be granted,
(C) what type of Award will be granted, (D) the provisions of each Award (which need not be identical),
including when a Participant will be permitted to exercise or otherwise receive cash or Common Stock
under the Award, (E) the number of shares of Common Stock subject to, or the cash value of, an Award,
and (F) the Fair Market Value applicable to an Award.

B-1

(ii) To construe and interpret the Plan and Awards granted under it, and to establish, amend and
revoke rules and regulations for administration of the Plan and Awards. The Board, in the exercise of these
powers, may correct any defect, omission or inconsistency in the Plan or in any Award Agreement, in a
manner and to the extent it will deem necessary or expedient to make the Plan or Award fully effective.
(iii)

To settle all controversies regarding the Plan and Awards granted under it.

(iv) To accelerate, in whole or in part, the time at which an Award may be exercised or vest (or at
which cash or shares of Common Stock may be issued in settlement thereof).
(v) To suspend or terminate the Plan at any time. Except as otherwise provided in the Plan (including
Section 2(b)(viii)) or an Award Agreement, suspension or termination of the Plan will not materially impair
a Participant’s rights under an outstanding Award without his or her written consent.
(vi) To amend the Plan in any respect the Board deems necessary or advisable, including, without
limitation, by adopting amendments relating to Incentive Stock Options and certain nonqualified deferred
compensation under Section 409A of the Code and/or to make the Plan or Awards granted under the Plan
compliant with the requirements for Incentive Stock Options or exempt from or compliant with the
requirements for nonqualified deferred compensation under Section 409A of the Code, subject to the
limitations, if any, of applicable law. However, if required by applicable law or listing requirements, and
except as provided in Section 9(a) relating to Capitalization Adjustments, the Company will seek
stockholder approval of any amendment of the Plan that (A) materially increases the number of shares of
Common Stock available for issuance under the Plan, (B) materially expands the class of individuals eligible
to receive Awards under the Plan, (C) materially increases the benefits accruing to Participants under the
Plan, (D) materially reduces the price at which shares of Common Stock may be issued or purchased under
the Plan, or (E) materially expands the types of Awards available for issuance under the Plan. Except as
otherwise provided in the Plan (including Section 2(b)(viii)) or an Award Agreement, no amendment of the
Plan will materially impair a Participant’s rights under an outstanding Award without his or her written
consent.
(vii) To submit any amendment to the Plan for stockholder approval, including, but not limited to,
amendments to the Plan intended to satisfy the requirements of (A) Section 422 of the Code regarding
incentive stock options or (B) Rule 16b-3.
(viii) To approve forms of Award Agreements for use under the Plan and to amend the terms of any
one or more outstanding Awards, including, but not limited to, amendments to provide terms more favorable
to the Participant than previously provided in the Award Agreement, subject to any specified limits in the
Plan that are not subject to Board discretion; provided, however, that except as otherwise provided in the
Plan (including this Section 2(b)(viii)) or an Award Agreement, no amendment of an outstanding Award will
materially impair a Participant’s rights under such Award without his or her written consent.
Notwithstanding the foregoing or anything in the Plan to the contrary, unless prohibited by applicable law,
the Board may amend the terms of any outstanding Award or the Plan, or may suspend or terminate the Plan,
without the affected Participant’s consent, (A) to maintain the qualified status of the Award as an Incentive Stock
Option under Section 422 of the Code, (B) to change the terms of an Incentive Stock Option, if such change
results in impairment of the Award solely because it impairs the qualified status of the Award as an Incentive
Stock Option under Section 422 of the Code, (C) to clarify the manner of exemption from, or to bring the Award
or the Plan into compliance with, Section 409A of the Code or (D) to comply with other applicable laws or
listing requirements.
(ix) Generally, to exercise such powers and to perform such acts as the Board deems necessary or
expedient to promote the best interests of the Company and that are not in conflict with the provisions of
the Plan or Awards.
(x) To adopt such procedures and sub-plans as are necessary or appropriate to permit participation in
the Plan by Employees or Directors who are foreign nationals or employed outside the United States
(provided that Board approval will not be necessary for immaterial modifications to the Plan or any Award
Agreement that are required for compliance with the laws of the relevant foreign jurisdiction).
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(c)

Delegation to Committee.

(i) General. The Board may delegate some or all of the administration of the Plan to a Committee or
Committees. If administration of the Plan is delegated to a Committee, the Committee will have, in
connection with the administration of the Plan, the powers theretofore possessed by the Board that have
been delegated to the Committee, including the power to delegate to a subcommittee of the Committee any
of the administrative powers the Committee is authorized to exercise (and references in this Plan to the
Board will thereafter be to the Committee or subcommittee, as applicable). Any delegation of administrative
powers will be reflected in resolutions, not inconsistent with the provisions of the Plan, adopted from time
to time by the Board or Committee (as applicable). The Committee may, at any time, abolish the
subcommittee and/or revest in the Committee any powers delegated to the subcommittee. The Board may
retain the authority to concurrently administer the Plan with the Committee and may, at any time, revest in
the Board some or all of the powers previously delegated.
(ii) Rule 16b-3 Compliance. The Committee may consist solely of two or more Non-Employee
Directors in accordance with Rule 16b-3.
(d) Delegation to an Officer. The Board may delegate to one or more Officers the authority to do one or
both of the following: (i) designate Employees who are not Officers to be recipients of Options and SARs (and,
to the extent permitted by applicable law, other Awards) and, to the extent permitted by applicable law, the terms
of such Awards; and (ii) determine the number of shares of Common Stock to be subject to such Awards granted
to such Employees; provided, however, that the Board resolutions regarding such delegation will specify the total
number of shares of Common Stock that may be subject to the Awards granted by such Officer and that such
Officer may not grant an Award to himself or herself. Any such Awards will be granted on the form of Award
Agreement most recently approved for use by the Committee or the Board, unless otherwise provided in the
resolutions approving the delegation of authority. The Board may not delegate authority to an Officer who is
acting solely in the capacity of an Officer (and not also as a Director) to determine the Fair Market Value of the
Common Stock pursuant to Section 13(w)(iii).
(e) Effect of Board’s Decision. All determinations, interpretations and constructions made by the Board in
good faith will not be subject to review by any person and will be final, binding and conclusive on all persons.
(f) Cancellation and Re-Grant of Awards. Neither the Board nor any Committee will have the authority
to (i) reduce the exercise or strike price of any outstanding Option or SAR or (ii) cancel any outstanding Option
or SAR that has an exercise or strike price (per share) greater than the then-current Fair Market Value of the
Common Stock in exchange for cash or other Awards under the Plan, unless the stockholders of the Company
have approved such an action within 12 months prior to such an event.
(g) Minimum Vesting Requirements. No Award may vest (or, if applicable, be exercisable) until at least
12 months following the date of grant of the Award; provided, however, that shares of Common Stock up to 5%
of the Share Reserve (as defined in Section 3(a)(i)) may be issued pursuant to Awards that do not meet such
vesting (and, if applicable, exercisability) requirements.
(h) Dividends and Dividend Equivalents. Dividends or dividend equivalents may be paid or credited, as
applicable, with respect to any shares of Common Stock subject to an Award, as determined by the Board and
contained in the applicable Award Agreement; provided, however, that (i) no dividends or dividend equivalents
may be paid with respect to any such shares before the date such shares have vested under the terms of such
Award Agreement, (ii) any dividends or dividend equivalents that are credited with respect to any such shares
will be subject to all of the terms and conditions applicable to such shares under the terms of such Award
Agreement (including, but not limited to, any vesting conditions), and (iii) any dividends or dividend equivalents
that are credited with respect to any such shares will be forfeited to the Company on the date, if any, such shares
are forfeited to or repurchased by the Company due to a failure to meet any vesting conditions under the terms
of such Award Agreement.
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3.

SHARES SUBJECT TO THE PLAN.
(a)

Share Reserve.

(i) Subject to Section 3(a)(iii) and Section 9(a) relating to Capitalization Adjustments, the aggregate
number of shares of Common Stock that may be issued pursuant to Awards from and after the Effective
Date will not exceed (A) 15,040,250 shares (which number is the sum of (i) the number of shares (140,250)
subject to the 2011 Plan’s Available Reserve, (ii) an additional 5,000,000 shares that were approved at the
Company’s 2018 Annual Meeting of Stockholders, (iii) an additional 2,300,000 shares that were approved at
the Company’s 2019 Annual Meeting of Stockholders, and (iv) an additional 7,600,000 shares that were
approved at the Company’s 2020 Annual Meeting of Stockholders), plus (B) the Prior Plans’ Returning
Shares, if any, which become available for issuance under this Plan from time to time (such aggregate
number of shares described in (A) and (B), the ‘‘Share Reserve’’).
(ii) Subject to Section 3(b), the number of shares of Common Stock available for issuance under the
Plan will be reduced by: (A) one share for each share of Common Stock issued pursuant to an Appreciation
Award granted under the Plan; (B) 1.28 shares for each share of Common Stock issued pursuant to a Full
Value Award granted under the Plan prior to May 30, 2019; and (C) 1.40 shares for each share of Common
Stock issued pursuant to a Full Value Award granted under the Plan on or after May 30, 2019.
(iii) Subject to Section 3(b), the number of shares of Common Stock available for issuance under the
Plan will be increased by: (A) one share for each Prior Plans’ Returning Share or 2018 Plan Returning
Share (as defined in Section 3(b)(i)) subject to an Appreciation Award; (B) 1.28 shares for each Prior Plans’
Returning Share or 2018 Plan Returning Share subject to a Full Value Award that returns to the Plan prior to
May 30, 2019; and (C) 1.40 shares for each Prior Plans’ Returning Share or 2018 Plan Returning Share
subject to a Full Value Award that returns to the Plan on or after May 30, 2019.
(iv) For clarity, the Share Reserve in this Section 3(a) is a limitation on the number of shares of
Common Stock that may be issued pursuant to the Plan. Accordingly, this Section 3(a) does not limit the
granting of Awards except as provided in Section 7(a). Shares may be issued in connection with a merger or
acquisition as permitted by Nasdaq Listing Rule 5635(c) or, if applicable, NYSE Listed Company Manual
Section 303A.08, AMEX Company Guide Section 711 or other applicable rule, and such issuance will not
reduce the number of shares available for issuance under the Plan.
(b)

Reversion of Shares to the Share Reserve.

(i) Shares Available for Subsequent Issuance. The following shares of Common Stock (collectively,
the ‘‘2018 Plan Returning Shares’’) will become available again for issuance under the Plan: (A) any shares
subject to an Award that are not issued because such Award or any portion thereof expires or otherwise
terminates without all of the shares covered by such Award having been issued; (B) any shares subject to an
Award that are not issued because such Award or any portion thereof is settled in cash; and (C) any shares
issued pursuant to an Award that are forfeited back to or repurchased by the Company because of the failure
to meet a contingency or condition required for the vesting of such shares.
(ii) Shares Not Available for Subsequent Issuance. The following shares of Common Stock will not
become available again for issuance under the Plan: (A) any shares that are reacquired or withheld (or not
issued) by the Company to satisfy the exercise, strike or purchase price of an Award or a Prior Plan Award
(including any shares subject to such award that are not delivered because such award is exercised through a
reduction of shares subject to such award (i.e., ‘‘net exercised’’)); (B) any shares that are reacquired or
withheld (or not issued) by the Company to satisfy a tax withholding obligation in connection with an
Award or a Prior Plan Award; (C) any shares repurchased by the Company on the open market with the
proceeds of the exercise, strike or purchase price of an Award or a Prior Plan Award; and (D) in the event
that a Stock Appreciation Right granted under the Plan or a stock appreciation right granted under either of
the Prior Plans is settled in shares of Common Stock, the gross number of shares of Common Stock subject
to such award.
(c) Incentive Stock Option Limit. Subject to the Share Reserve and Section 9(a) relating to Capitalization
Adjustments, the aggregate maximum number of shares of Common Stock that may be issued pursuant to the
exercise of Incentive Stock Options will be 17,600,000 shares.
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(d) Non-Employee Director Compensation Limit. The aggregate value of all cash and equity-based
compensation granted or paid, as applicable, by the Company to any individual for service as a Non-Employee
Director with respect to any fiscal year of the Company will not exceed (i) a total of $200,000 with respect to
any such cash compensation and (ii) $800,000 in total value with respect to any such equity-based compensation
(including Awards and any other equity-based awards), calculating the value of any such awards based on the
grant date fair value of such awards for financial reporting purposes.
(e) Source of Shares. The stock issuable under the Plan will be shares of authorized but unissued or
reacquired Common Stock, including shares repurchased by the Company on the open market or otherwise.
4.

ELIGIBILITY.

(a) Eligibility for Specific Awards. Incentive Stock Options may be granted only to employees of the
Company or a ‘‘parent corporation’’ or ‘‘subsidiary corporation’’ thereof (as such terms are defined in
Sections 424(e) and 424(f) of the Code). Awards other than Incentive Stock Options may be granted to
Employees and Directors; provided, however, that Awards may not be granted to Employees and Directors who
are providing Continuous Service only to any ‘‘parent’’ of the Company, as such term is defined in Rule 405,
unless (i) the stock underlying such Awards is treated as ‘‘service recipient stock’’ under Section 409A of the
Code (for example, because the Awards are granted pursuant to a corporate transaction such as a spin off
transaction) or (ii) the Company, in consultation with its legal counsel, has determined that such Awards are
otherwise exempt from or alternatively comply with Section 409A of the Code.
(b) Ten Percent Stockholders. A Ten Percent Stockholder will not be granted an Incentive Stock Option
unless the exercise price (per share) of such Option is at least 110% of the Fair Market Value of the Common
Stock on the date of grant of such Option and the Option is not exercisable after the expiration of five years
from the date of grant.
5.

PROVISIONS RELATING TO OPTIONS AND STOCK APPRECIATION RIGHTS.

Each Option or SAR Agreement will be in such form and will contain such terms and conditions as the
Board deems appropriate. All Options will be separately designated Incentive Stock Options or Nonstatutory
Stock Options at the time of grant, and, if certificates are issued, a separate certificate or certificates will be
issued for shares of Common Stock purchased on exercise of each type of Option. If an Option is not
specifically designated as an Incentive Stock Option, or if an Option is designated as an Incentive Stock Option
but some portion or all of the Option fails to qualify as an Incentive Stock Option under the applicable rules,
then the Option (or portion thereof) will be a Nonstatutory Stock Option. The terms and conditions of separate
Option or SAR Agreements need not be identical; provided, however, that each Award Agreement will conform
to (through incorporation of the provisions hereof by reference in the applicable Award Agreement or otherwise)
the substance of each of the following provisions:
(a) Term. Subject to the provisions of Section 4(b) regarding Ten Percent Stockholders, no Option or SAR
will be exercisable after the expiration of seven years from the date of its grant or such shorter period specified
in the Award Agreement.
(b) Exercise or Strike Price. Subject to the provisions of Section 4(b) regarding Ten Percent
Stockholders, the exercise or strike price (per share) of each Option or SAR will be not less than 100% of the
Fair Market Value of the Common Stock on the date the Award is granted. Notwithstanding the foregoing, an
Option or SAR may be granted with an exercise or strike price (per share) less than 100% of the Fair Market
Value of the Common Stock on the date the Award is granted if such Award is granted pursuant to an assumption
of, or substitution for, another option or stock appreciation right pursuant to a Transaction and in a manner
consistent with the provisions of Section 409A of the Code and, if applicable, Section 424(a) of the Code. Each
SAR will be denominated in shares of Common Stock equivalents.
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(c) Payment of Exercise Price for Options. The exercise price of an Option may be paid, to the extent
permitted by applicable law and as determined by the Board in its sole discretion, by one or more of the methods
of payment set forth below that are specified in the Option Agreement. The Board has the authority to grant
Options that do not permit all of the following methods of payment (or that otherwise restrict the ability to
utilize certain methods) and to grant Options that require the consent of the Company to utilize a particular
method of payment.
(i) By cash (including electronic funds transfers), check, bank draft or money order payable to the
Company;
(ii) Pursuant to a program developed under Regulation T as promulgated by the Federal Reserve
Board that, prior to the issuance of the Common Stock subject to the Option, results in either the receipt of
cash (or check) by the Company or the receipt of irrevocable instructions to pay the aggregate exercise price
to the Company from the sales proceeds;
(iii)
Stock;

By delivery to the Company (either by actual delivery or attestation) of shares of Common

(iv) If an Option is a Nonstatutory Stock Option, by a ‘‘net exercise’’ arrangement pursuant to which
the Company will reduce the number of shares of Common Stock issuable upon exercise by the largest
whole number of shares with a Fair Market Value that does not exceed the aggregate exercise price;
provided, however, that the Company will accept a cash or other payment from the Participant to the extent
of any remaining balance of the aggregate exercise price not satisfied by such reduction in the number of
whole shares to be issued. Shares of Common Stock will no longer be subject to an Option and will not be
exercisable thereafter to the extent that (A) shares issuable upon exercise are used to pay the exercise price
pursuant to the ‘‘net exercise,’’ (B) shares are delivered to the Participant as a result of such exercise, and
(C) shares are withheld to satisfy tax withholding obligations; or
(v) In any other form of legal consideration that may be acceptable to the Board and specified in the
applicable Award Agreement.
(d) Exercise and Payment of a SAR. To exercise any outstanding SAR, the Participant must provide
written notice of exercise to the Company in compliance with the provisions of the Award Agreement evidencing
such SAR. The appreciation distribution payable on the exercise of a SAR will be not greater than an amount
equal to the excess of (A) the aggregate Fair Market Value (on the date of the exercise of the SAR) of a number
of shares of Common Stock equal to the number of Common Stock equivalents in which the Participant is vested
under such SAR, and with respect to which the Participant is exercising the SAR on such date, over (B) the
aggregate strike price of the number of Common Stock equivalents with respect to which the Participant is
exercising the SAR on such date. The appreciation distribution may be paid in Common Stock, in cash, in any
combination of the two or in any other form of consideration, as determined by the Board and contained in the
Award Agreement evidencing such SAR.
(e) Transferability of Options and SARs. The Board may, in its sole discretion, impose such limitations
on the transferability of Options and SARs as the Board will determine. In the absence of such a determination
by the Board to the contrary, the restrictions set forth in this Section 5(e) on the transferability of Options and
SARs will apply. Notwithstanding the foregoing or anything in the Plan or an Award Agreement to the contrary,
no Option or SAR may be transferred to any financial institution without prior stockholder approval.
(i) Restrictions on Transfer. An Option or SAR will not be transferable, except by will or by the
laws of descent and distribution (and pursuant to Sections 5(e)(ii) and 5(e)(iii) below), and will be
exercisable during the lifetime of the Participant only by the Participant. Subject to the foregoing paragraph,
the Board may, in its sole discretion, permit transfer of the Option or SAR in a manner that is not
prohibited by applicable tax and securities laws. Except as explicitly provided in the Plan, neither an Option
nor a SAR may be transferred for consideration.
(ii) Domestic Relations Orders. Subject to the approval of the Board or a duly authorized Officer, an
Option or SAR may be transferred pursuant to the terms of a domestic relations order, official marital
settlement agreement or other divorce or separation instrument as permitted by Treasury Regulations
Section 1.421-1(b)(2). If an Option is an Incentive Stock Option, such Option may be deemed to be a
Nonstatutory Stock Option as a result of such transfer.
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(iii) Beneficiary Designation. Subject to the approval of the Board or a duly authorized Officer, a
Participant may, by delivering written notice to the Company, in a form approved by the Company (or the
designated broker), designate a third party who, upon the death of the Participant, will thereafter be entitled
to exercise the Option or SAR and receive the Common Stock or other consideration resulting from such
exercise. In the absence of such a designation, upon the death of the Participant, the executor or
administrator of the Participant’s estate will be entitled to exercise the Option or SAR and receive the
Common Stock or other consideration resulting from such exercise. However, the Company may prohibit
designation of a beneficiary at any time, including due to any conclusion by the Company that such
designation would be inconsistent with the provisions of applicable laws.
(f) Vesting. The total number of shares of Common Stock subject to an Option or SAR may vest and
become exercisable in periodic installments that may or may not be equal. The Option or SAR may be subject to
such other terms and conditions on the time or times when it may or may not be exercised (which may be based
on the satisfaction of Performance Goals or other criteria) as the Board may deem appropriate. The vesting
provisions of individual Options or SARs may vary. The provisions of this Section 5(f) are subject to
Section 2(g) and any Option or SAR provisions governing the minimum number of shares of Common Stock as
to which an Option or SAR may be exercised.
(g) Termination of Continuous Service. Except as otherwise provided in the applicable Award Agreement
or other written agreement between a Participant and the Company or an Affiliate, if a Participant’s Continuous
Service terminates (other than for Cause and other than upon the Participant’s death or Disability), the Participant
may exercise his or her Option or SAR (to the extent that the Participant was entitled to exercise such Option or
SAR as of the date of termination of Continuous Service), but only within such period of time ending on the
earlier of (i) the date that is three months following such termination of Continuous Service (or such longer or
shorter period specified in the Award Agreement), and (ii) the expiration of the term of the Option or SAR as set
forth in the Award Agreement. If, after such termination of Continuous Service, the Participant does not exercise
his or her Option or SAR (as applicable) within the applicable time period, the Option or SAR (as applicable)
will terminate.
(h) Extension of Termination Date. Except as otherwise provided in the applicable Award Agreement or
other written agreement between a Participant and the Company or an Affiliate, if the exercise of an Option or
SAR following the termination of a Participant’s Continuous Service (other than for Cause and other than upon
the Participant’s death or Disability) would be prohibited at any time solely because the issuance of shares of
Common Stock would violate the registration requirements under the Securities Act, then the Option or SAR will
terminate on the earlier of (i) the expiration of a total period of time (that need not be consecutive) equal to the
applicable post-termination exercise period after the termination of the Participant’s Continuous Service during
which the exercise of the Option or SAR would not be in violation of such registration requirements or (ii) the
expiration of the term of the Option or SAR as set forth in the applicable Award Agreement. In addition, except
as otherwise provided in the applicable Award Agreement or other written agreement between a Participant and
the Company or an Affiliate, if the sale of any Common Stock received upon exercise of an Option or SAR
following the termination of a Participant’s Continuous Service (other than for Cause) would violate the
Company’s insider trading policy, then the Option or SAR will terminate on the earlier of (i) the expiration of a
total period of time (that need not be consecutive) equal to the applicable post-termination exercise period after
the termination of the Participant’s Continuous Service during which the sale of the Common Stock received
upon exercise of the Option or SAR would not be in violation of the Company’s insider trading policy or (ii) the
expiration of the term of the Option or SAR as set forth in the applicable Award Agreement.
(i) Disability of Participant. Except as otherwise provided in the applicable Award Agreement or other
written agreement between a Participant and the Company or an Affiliate, if a Participant’s Continuous Service
terminates as a result of the Participant’s Disability, the Participant may exercise his or her Option or SAR
(to the extent that the Participant was entitled to exercise such Option or SAR as of the date of termination of
Continuous Service), but only within such period of time ending on the earlier of (i) the date that is 12 months
following such termination of Continuous Service (or such longer or shorter period specified in the Award
Agreement), and (ii) the expiration of the term of the Option or SAR as set forth in the Award Agreement. If,
after such termination of Continuous Service, the Participant does not exercise his or her Option or SAR
(as applicable) within the applicable time period, the Option or SAR (as applicable) will terminate.
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(j) Death of Participant. Except as otherwise provided in the applicable Award Agreement or other
written agreement between a Participant and the Company or an Affiliate, if (i) a Participant’s Continuous
Service terminates as a result of the Participant’s death, or (ii) a Participant dies within the period (if any)
specified in the Award Agreement for exercisability after the termination of the Participant’s Continuous Service
(for a reason other than death), then the Participant’s Option or SAR may be exercised (to the extent that the
Participant was entitled to exercise such Option or SAR as of the date of death) by the Participant’s estate, by a
person who acquired the right to exercise the Option or SAR by bequest or inheritance, or by a person
designated to exercise the Option or SAR upon the Participant’s death, but only within such period of time
ending on the earlier of (i) the date that is 18 months following the date of death (or such longer or shorter
period specified in the Award Agreement), and (ii) the expiration of the term of the Option or SAR as set forth
in the Award Agreement. If, after the Participant’s death, the Option or SAR (as applicable) is not exercised
within the applicable time period, the Option or SAR (as applicable) will terminate.
(k) Termination for Cause. Except as explicitly provided otherwise in the applicable Award Agreement or
other individual written agreement between a Participant and the Company or an Affiliate, if a Participant’s
Continuous Service is terminated for Cause, the Participant’s Option or SAR will terminate immediately upon
such termination of Continuous Service, and the Participant will be prohibited from exercising his or her Option
or SAR from and after the time of such termination of Continuous Service.
(l) Non-Exempt Employees. If an Option or SAR is granted to an Employee who is a non-exempt
employee for purposes of the Fair Labor Standards Act of 1938, as amended, the Option or SAR will not be first
exercisable for any shares of Common Stock until at least six months following the date of grant of the Option
or SAR (although the Award may vest prior to such date). Consistent with the provisions of the Worker
Economic Opportunity Act, (i) if such non-exempt employee dies or suffers a Disability, (ii) upon a Transaction
in which such Option or SAR is not assumed, continued or substituted, (iii) upon a Change in Control, or
(iv) upon the Participant’s retirement (as such term may be defined in the Participant’s Award Agreement, in
another written agreement between the Participant and the Company or an Affiliate, or, if no such definition, in
accordance with the Company’s or Affiliate’s then current employment policies and guidelines), the vested
portion of any Options and SARs may be exercised earlier than six months following the date of grant. The
foregoing provision is intended to operate so that any income derived by a non-exempt employee in connection
with the exercise or vesting of an Option or SAR will be exempt from his or her regular rate of pay. To the
extent permitted and/or required for compliance with the Worker Economic Opportunity Act to ensure that any
income derived by a non-exempt employee in connection with the exercise, vesting or issuance of any shares
under any other Award will be exempt from the employee’s regular rate of pay, the provisions of this Section 5(l)
will apply to all Awards and are hereby incorporated by reference into such Award Agreements.
6.

PROVISIONS OF AWARDS OTHER THAN OPTIONS AND SARS.

(a) Restricted Stock Awards. Each Restricted Stock Award Agreement will be in such form and will
contain such terms and conditions as the Board deems appropriate. To the extent consistent with the Company’s
bylaws, at the Board’s election, shares of Common Stock underlying a Restricted Stock Award may be (i) held in
book entry form subject to the Company’s instructions until any restrictions relating to the Restricted Stock
Award lapse, or (ii) evidenced by a certificate, which certificate will be held in such form and manner as
determined by the Board. The terms and conditions of separate Restricted Stock Award Agreements need not be
identical; provided, however, that each Restricted Stock Award Agreement will conform to (through incorporation
of the provisions hereof by reference in the applicable Award Agreement or otherwise) the substance of each of
the following provisions:
(i) Consideration. A Restricted Stock Award may be awarded in consideration for (A) cash (including
electronic funds transfers), check, bank draft or money order payable to the Company, (B) past services to
the Company or an Affiliate or (C) any other form of legal consideration (including future services) that
may be acceptable to the Board, in its sole discretion, and permissible under applicable law.
(ii) Vesting. Subject to Section 2(g), shares of Common Stock awarded under a Restricted Stock
Award Agreement may be subject to forfeiture to or repurchase by the Company in accordance with a
vesting schedule to be determined by the Board.
(iii) Termination of Continuous Service. If a Participant’s Continuous Service terminates, the
Company may receive through a forfeiture condition or a repurchase right any or all of the shares of
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Common Stock held by the Participant that have not vested as of the date of such termination under the
terms of the Participant’s Restricted Stock Award Agreement.
(iv) Transferability. Rights to acquire shares of Common Stock under a Restricted Stock Award
Agreement will be transferable by the Participant only upon such terms and conditions as are set forth in the
Restricted Stock Award Agreement, as the Board will determine in its sole discretion, so long as Common
Stock awarded under the Restricted Stock Award Agreement remains subject to the terms of the Restricted
Stock Award Agreement. Notwithstanding the foregoing or anything in the Plan or a Restricted Stock Award
Agreement to the contrary, no Restricted Stock Award may be transferred to any financial institution without
prior stockholder approval.
(b) Restricted Stock Unit Awards. Each Restricted Stock Unit Award Agreement will be in such form
and will contain such terms and conditions as the Board deems appropriate. The terms and conditions of separate
Restricted Stock Unit Award Agreements need not be identical; provided, however, that each Restricted Stock
Unit Award Agreement will conform to (through incorporation of the provisions hereof by reference in the
applicable Award Agreement or otherwise) the substance of each of the following provisions:
(i) Consideration. At the time of grant of a Restricted Stock Unit Award, the Board will determine
the consideration, if any, to be paid by the Participant upon delivery of each share of Common Stock
subject to the Restricted Stock Unit Award. The consideration to be paid (if any) by the Participant for each
share of Common Stock subject to a Restricted Stock Unit Award may be paid in any form of legal
consideration that may be acceptable to the Board, in its sole discretion, and permissible under applicable
law.
(ii) Vesting. Subject to Section 2(g), at the time of the grant of a Restricted Stock Unit Award, the
Board may impose such restrictions on or conditions to the vesting of the Restricted Stock Unit Award as it,
in its sole discretion, deems appropriate.
(iii) Payment. A Restricted Stock Unit Award may be settled by the delivery of shares of Common
Stock, their cash equivalent, any combination thereof or in any other form of consideration, as determined
by the Board and contained in the Restricted Stock Unit Award Agreement.
(iv) Additional Restrictions. At the time of the grant of a Restricted Stock Unit Award, the Board, as
it deems appropriate, may impose such restrictions or conditions that delay the delivery of the shares of
Common Stock (or their cash equivalent) subject to the Restricted Stock Unit Award to a time after the
vesting of the Restricted Stock Unit Award.
(v) Termination of Continuous Service. Except as otherwise provided in the applicable Restricted
Stock Unit Award Agreement or other written agreement between a Participant and the Company or an
Affiliate, if a Participant’s Continuous Service terminates, any portion of the Participant’s Restricted Stock
Unit Award that has not vested as of the date of such termination will be forfeited upon such termination.
(c)

Performance Stock Awards.

(i) General. A Performance Stock Award is an Award that is payable (including that may be granted,
vest or be exercised) contingent upon the attainment during a Performance Period of specified Performance
Goals. A Performance Stock Award may, but need not, require the Participant’s completion of a specified
period of Continuous Service. Subject to Section 2(g), the length of any Performance Period, the
Performance Goals to be achieved during the Performance Period, and the measure of whether and to what
degree such Performance Goals have been attained will be conclusively determined by the Board, in its sole
discretion. In addition, to the extent permitted by applicable law and the applicable Award Agreement, the
Board may determine that cash may be used in payment of Performance Stock Awards.
(ii) Board Discretion. With respect to any Performance Stock Award, the Board retains the discretion
to (A) reduce or eliminate the compensation or economic benefit due upon the attainment of any
Performance Goals on the basis of any considerations as the Board, in its sole discretion, may determine
and (B) define the manner of calculating the Performance Criteria it selects to use for a Performance Period.
(d) Other Stock Awards. Other forms of Awards valued in whole or in part by reference to, or otherwise
based on, Common Stock, including the appreciation in value thereof (e.g., options or stock appreciation rights
with an exercise or strike price (per share) less than 100% of the Fair Market Value of the Common Stock on the
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date of grant) may be granted either alone or in addition to Awards granted under Section 5 and this Section 6.
Subject to the provisions of the Plan (including, but not limited to, Sections 2(g) and 2(h)), the Board will have
sole and complete authority to determine the persons to whom and the time or times at which such Other Stock
Awards will be granted, the number of shares of Common Stock (or the cash equivalent thereof) to be granted
pursuant to such Other Stock Awards and all other terms and conditions of such Other Stock Awards.
7.

COVENANTS OF THE COMPANY.

(a) Availability of Shares. The Company will keep available at all times the number of shares of
Common Stock reasonably required to satisfy then-outstanding Awards.
(b) Securities Law Compliance. The Company will seek to obtain from each regulatory commission or
agency having jurisdiction over the Plan the authority required to grant Awards and to issue and sell shares of
Common Stock upon exercise of the Awards; provided, however, that this undertaking will not require the
Company to register under the Securities Act the Plan, any Award or any Common Stock issued or issuable
pursuant to any such Award. If, after reasonable efforts and at a reasonable cost, the Company is unable to obtain
from any such regulatory commission or agency the authority that counsel for the Company deems necessary for
the lawful issuance and sale of Common Stock under the Plan, the Company will be relieved from any liability
for failure to issue and sell Common Stock upon exercise of such Awards unless and until such authority is
obtained. A Participant will not be eligible for the grant of an Award or the subsequent issuance of cash or
Common Stock pursuant to the Award if such grant or issuance would be in violation of any applicable securities
law.
(c) No Obligation to Notify or Minimize Taxes. The Company will have no duty or obligation to any
Participant to advise such holder as to the time or manner of exercising an Award. Furthermore, the Company
will have no duty or obligation to warn or otherwise advise such holder of a pending termination or expiration of
an Award or a possible period in which the Award may not be exercised. The Company has no duty or obligation
to minimize the tax consequences of an Award to the holder of such Award.
8.

MISCELLANEOUS.

(a) Use of Proceeds from Sales of Common Stock. Proceeds from the sale of shares of Common Stock
issued pursuant to Awards will constitute general funds of the Company.
(b) Corporate Action Constituting Grant of Awards. Corporate action constituting a grant by the
Company of an Award to any Participant will be deemed completed as of the date of such corporate action,
unless otherwise determined by the Board, regardless of when the instrument, certificate or letter evidencing the
Award is communicated to, or actually received or accepted by, the Participant. In the event that the corporate
records (e.g., Board consents, resolutions or minutes) documenting the corporate action constituting the grant
contain terms (e.g., exercise price, vesting schedule or number of shares) that are inconsistent with those in the
Award Agreement or related grant documents as a result of a clerical error in the papering of the Award
Agreement or related grant documents, the corporate records will control and the Participant will have no legally
binding right to the incorrect term in the Award Agreement or related grant documents.
(c) Stockholder Rights. No Participant will be deemed to be the holder of, or to have any of the rights of
a holder with respect to, any shares of Common Stock subject to an Award unless and until (i) such Participant
has satisfied all requirements for exercise of, or the issuance of shares of Common Stock under, the Award
pursuant to its terms, and (ii) the issuance of the Common Stock subject to such Award has been entered into the
books and records of the Company.
(d) No Employment or Other Service Rights. Nothing in the Plan, any Award Agreement or any other
instrument executed thereunder or in connection with any Award granted pursuant thereto will confer upon any
Participant any right to continue to serve the Company or an Affiliate in the capacity in effect at the time the
Award was granted or will affect the right of the Company or an Affiliate to terminate (i) the employment of an
Employee with or without notice and with or without cause, or (ii) the service of a Director pursuant to the
bylaws of the Company or an Affiliate, and any applicable provisions of the corporate law of the state in which
the Company or the Affiliate is incorporated, as the case may be.
(e) Change in Time Commitment. In the event a Participant’s regular level of time commitment in the
performance of his or her services for the Company or any Affiliate is reduced (for example, and without
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limitation, if the Participant is an Employee of the Company and the Employee has a change in status from a
full-time Employee to a part-time Employee or takes an extended leave of absence) after the date of grant of any
Award to the Participant, the Board has the right in its sole discretion to (i) make a corresponding reduction in
the number of shares or cash amount subject to any portion of such Award that is scheduled to vest or become
payable after the date of such change in time commitment, and (ii) in lieu of or in combination with such a
reduction, extend the vesting or payment schedule applicable to such Award. In the event of any such reduction,
the Participant will have no right with respect to any portion of the Award that is so reduced or extended.
(f) Incentive Stock Option Limitation. To the extent that the aggregate Fair Market Value (determined at
the time of grant) of Common Stock with respect to which Incentive Stock Options are exercisable for the first
time by any Participant during any calendar year (under all plans of the Company and any Affiliates) exceeds
$100,000 (or such other limit established in the Code) or otherwise does not comply with the rules governing
Incentive Stock Options, the Options or portions thereof that exceed such limit (according to the order in which
they were granted) or otherwise do not comply with such rules will be treated as Nonstatutory Stock Options,
notwithstanding any contrary provision of the applicable Option Agreement(s).
(g) Investment Assurances. The Company may require a Participant, as a condition of exercising or
acquiring Common Stock under any Award, (i) to give written assurances satisfactory to the Company as to the
Participant’s knowledge and experience in financial and business matters and/or to employ a purchaser
representative reasonably satisfactory to the Company who is knowledgeable and experienced in financial and
business matters and that he or she is capable of evaluating, alone or together with the purchaser representative,
the merits and risks of exercising the Award and (ii) to give written assurances satisfactory to the Company
stating that the Participant is acquiring Common Stock subject to the Award for the Participant’s own account
and not with any present intention of selling or otherwise distributing the Common Stock. The foregoing
requirements, and any assurances given pursuant to such requirements, will be inoperative if (A) the issuance of
the shares upon the exercise or acquisition of Common Stock under the Award has been registered under a then
currently effective registration statement under the Securities Act or (B) as to any particular requirement, a
determination is made by counsel for the Company that such requirement need not be met in the circumstances
under the then applicable securities laws. The Company may, upon advice of counsel to the Company, place
legends on stock certificates issued under the Plan as such counsel deems necessary or appropriate in order to
comply with applicable securities laws, including, but not limited to, legends restricting the transfer of the
Common Stock.
(h) Withholding Obligations. Unless prohibited by the terms of an Award Agreement, the Company may,
in its sole discretion, satisfy any federal, state, local or foreign tax withholding obligation relating to an Award
by any of the following means or by a combination of such means: (i) causing the Participant to tender a cash
payment; (ii) withholding shares of Common Stock from the shares of Common Stock issued or otherwise
issuable to the Participant in connection with the Award; (iii) withholding cash from an Award settled in cash;
(iv) withholding payment from any amounts otherwise payable to the Participant; or (v) by such other method as
may be set forth in the Award Agreement.
(i) Electronic Delivery. Any reference herein to a ‘‘written’’ agreement or document will include any
agreement or document delivered electronically, filed publicly at www.sec.gov (or any successor website thereto)
or posted on the Company’s intranet (or other shared electronic medium controlled by the Company to which the
Participant has access).
(j) Deferrals. To the extent permitted by applicable law, the Board, in its sole discretion, may determine
that the delivery of Common Stock or the payment of cash, upon the exercise, vesting or settlement of all or a
portion of any Award may be deferred and may establish programs and procedures for deferral elections to be
made by Participants. Deferrals by Participants will be made in accordance with Section 409A of the Code.
Consistent with Section 409A of the Code, the Board may provide for distributions while a Participant is still an
employee or otherwise providing services to the Company or an Affiliate. The Board is authorized to make
deferrals of Awards and determine when, and in what annual percentages, Participants may receive payments,
including lump sum payments, following the Participant’s termination of Continuous Service, and implement
such other terms and conditions consistent with the provisions of the Plan and in accordance with applicable law.
(k) Section 409A. Unless otherwise expressly provided for in an Award Agreement, the Plan and Award
Agreements will be interpreted to the greatest extent possible in a manner that makes the Plan and the Awards
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granted hereunder exempt from Section 409A of the Code, and, to the extent not so exempt, in compliance with
Section 409A of the Code. If the Board determines that any Award granted hereunder is not exempt from and is
therefore subject to Section 409A of the Code, the Award Agreement evidencing such Award will incorporate the
terms and conditions necessary to avoid the consequences specified in Section 409A(a)(1) of the Code, and to
the extent an Award Agreement is silent on terms necessary for compliance with Section 409A of the Code, such
terms are hereby incorporated by reference into the Award Agreement. Notwithstanding anything to the contrary
in this Plan (and unless the Award Agreement specifically provides otherwise), if the shares of Common Stock
are publicly traded, and if a Participant holding an Award that constitutes ‘‘deferred compensation’’ under
Section 409A of the Code is a ‘‘specified employee’’ for purposes of Section 409A of the Code, no distribution
or payment of any amount under such Award that is due because of a ‘‘separation from service’’ (as defined in
Section 409A of the Code without regard to alternative definitions thereunder) will be issued or paid before the
date that is six months and one day following the date of such Participant’s ‘‘separation from service’’ or, if
earlier, the date of the Participant’s death, unless such distribution or payment may be made in a manner that
complies with Section 409A of the Code, and any amounts so deferred will be paid in a lump sum on the day
after such six-month period elapses, with the balance paid thereafter on the original schedule.
(l) Clawback/Recovery. All Awards granted under the Plan will be subject to recoupment in accordance
with any clawback policy that the Company is required to adopt pursuant to the listing standards of any national
securities exchange or association on which the Company’s securities are listed or as is otherwise required by the
Dodd-Frank Wall Street Reform and Consumer Protection Act or other applicable law. In addition, the Board
may impose such other clawback, recovery or recoupment provisions in an Award Agreement as the Board
determines necessary or appropriate, including, but not limited to, a reacquisition right in respect of previously
acquired shares of Common Stock or other cash or property upon the occurrence of Cause. No recovery of
compensation under such a clawback policy will be an event giving rise to a right to resign for ‘‘good reason’’ or
‘‘constructive termination’’ (or similar term) under any agreement with the Company or an Affiliate.
9.

ADJUSTMENTS UPON CHANGES IN COMMON STOCK; OTHER CORPORATE EVENTS.

(a) Capitalization Adjustments. In the event of a Capitalization Adjustment, the Board will appropriately
and proportionately adjust: (i) the class(es) and maximum number of securities subject to the Plan pursuant to
Section 3(a); (ii) the class(es) and maximum number of securities that may be issued pursuant to the exercise of
Incentive Stock Options pursuant to Section 3(c); and (iii) the class(es) and number of securities and price per
share of stock subject to outstanding Awards. The Board will make such adjustments and its determination will
be final, binding and conclusive.
(b) Dissolution or Liquidation. Except as otherwise provided in the applicable Award Agreement or other
written agreement between a Participant and the Company or an Affiliate, in the event of a dissolution or
liquidation of the Company, all outstanding Awards (other than Awards consisting of vested and outstanding
shares of Common Stock not subject to a forfeiture condition or the Company’s right of repurchase) will
terminate immediately prior to the completion of such dissolution or liquidation, and the shares of Common
Stock subject to a forfeiture condition or the Company’s right of repurchase may be reacquired or repurchased by
the Company notwithstanding the fact that the holder of such Award is providing Continuous Service.
(c) Transactions. In the event of a Transaction, the provisions of this Section 9(c) will apply to each
outstanding Award and Prior Plan Award, in each case unless otherwise provided in the instrument evidencing the
Award or Prior Plan Award (as applicable), in any other written agreement between the Company or any Affiliate
and the Participant, or in any director compensation policy of the Company.
(i) Awards May Be Assumed. In the event of a Transaction, any surviving corporation or acquiring
corporation (or the surviving or acquiring corporation’s parent company) may assume or continue any or all
outstanding Awards and/or Prior Plan Awards or may substitute similar stock awards for any or all
outstanding Awards and/or Prior Plan Awards (including, but not limited to, awards to acquire the same
consideration paid to the stockholders of the Company pursuant to the Transaction), and any reacquisition or
repurchase rights held by the Company in respect of Common Stock issued pursuant to any outstanding
Awards and/or Prior Plan Awards may be assigned by the Company to the surviving corporation or
acquiring corporation (or the surviving or acquiring corporation’s parent company). For clarity, in the event
of a Transaction, any surviving corporation or acquiring corporation (or the surviving or acquiring
corporation’s parent company) may choose to assume or continue only a portion of an outstanding Award or
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Prior Plan Award, to substitute a similar stock award for only a portion of an outstanding Award or Prior
Plan Award, or to assume or continue, or substitute similar stock awards for, the outstanding Awards and/or
Prior Plan Awards held by some, but not all, Participants. The terms of any such assumption, continuation or
substitution will be set by the Board.
(ii) Awards Held by Current Participants. In the event of a Transaction in which the surviving
corporation or acquiring corporation (or the surviving or acquiring corporation’s parent company) does not
assume or continue outstanding Awards and/or Prior Plan Awards, or substitute similar stock awards for
outstanding Awards and/or Prior Plan Awards, then with respect to any such Awards and/or Prior Plan
Awards that have not been assumed, continued or substituted and that are held by Participants whose
Continuous Service has not terminated prior to the effective time of the Transaction (referred to as the
‘‘Current Participants’’), the vesting (and exercisability, if applicable) of such Awards and Prior Plan
Awards will be accelerated in full (and with respect to Performance Stock Awards, vesting will be deemed
to be satisfied at the target level of performance) to a date prior to the effective time of the Transaction
(contingent upon the closing or completion of the Transaction) as the Board will determine (or, if the Board
does not determine such a date, to the date that is five days prior to the effective time of the Transaction),
and such Awards and Prior Plan Awards will terminate if not exercised (if applicable) prior to the effective
time of the Transaction in accordance with the exercise procedures determined by the Board, and any
reacquisition or repurchase rights held by the Company with respect to such Awards and Prior Plan Awards
will lapse (contingent upon the closing or completion of the Transaction).
(iii) Awards Held by Participants other than Current Participants. In the event of a Transaction
in which the surviving corporation or acquiring corporation (or the surviving or acquiring corporation’s
parent company) does not assume or continue outstanding Awards and/or Prior Plan Awards, or substitute
similar stock awards for outstanding Awards and/or Prior Plan Awards, then with respect to any such Awards
and/or Prior Plan Awards that have not been assumed, continued or substituted and that are held by
Participants other than Current Participants, such Awards and Prior Plan Awards will terminate if not
exercised (if applicable) prior to the effective time of the Transaction in accordance with the exercise
procedures determined by the Board; provided, however, that any reacquisition or repurchase rights held by
the Company with respect to such Awards and Prior Plan Awards will not terminate and may continue to be
exercised notwithstanding the Transaction.
(iv) Payment for Awards in Lieu of Exercise. Notwithstanding the foregoing, in the event any
outstanding Award or Prior Plan Award held by a Participant will terminate if not exercised prior to the
effective time of a Transaction, the Board may provide that the Participant may not exercise such Award or
Prior Plan Award but instead will receive a payment, in such form as may be determined by the Board,
equal in value to the excess, if any, of (A) the value of the property the Participant would have received
upon the exercise of such Award or Prior Plan Award immediately prior to the effective time of the
Transaction, over (B) any exercise price payable by the Participant in connection with such exercise. For
clarity, such payment may be zero if the value of such property is equal to or less than the exercise price.
Payments under this provision may be delayed to the same extent that payment of consideration to the
holders of the Common Stock in connection with the Transaction is delayed as a result of escrows, earn
outs, holdbacks or any other contingencies.
(d) Change in Control. Unless provided otherwise in the Award Agreement for an Award or award
agreement for a Prior Plan Award (as applicable), in any other written agreement or plan between the Company
or any Affiliate and the Participant, or in any director compensation policy of the Company, an Award or Prior
Plan Award will not be subject to additional acceleration of vesting and exercisability upon or after a Change in
Control.
(e) Prior Plan Awards. For clarity, with respect to any Prior Plan Award, the terms set forth in
Sections 9(c) and 9(d) will supersede any terms set forth in the applicable Prior Plan regarding the treatment of
such Prior Plan Award in the event of a Corporate Transaction (as defined in the applicable Prior Plan) or
Change in Control (as defined in the applicable Prior Plan).
(f) Parachute Payments. Except as otherwise provided in the applicable Award Agreement or other
written agreement between a Participant and the Company or an Affiliate, if any payment or benefit the
Participant would receive pursuant to a Change in Control from the Company or otherwise (‘‘Payment’’) would
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(i) constitute a ‘‘parachute payment’’ within the meaning of Section 280G of the Code, and (ii) but for this
sentence, be subject to the excise tax imposed by Section 4999 of the Code (the ‘‘Excise Tax’’), then such
Payment will be equal to the Reduced Amount. The ‘‘Reduced Amount’’ will be either (x) the largest portion of
the Payment that would result in no portion of the Payment being subject to the Excise Tax or (y) the largest
portion, up to and including the total, of the Payment, whichever amount, after taking into account all applicable
federal, state and local employment taxes, income taxes, and the Excise Tax (all computed at the highest
applicable marginal rate), results in the Participant’s receipt, on an after-tax basis, of the greater amount of the
Payment notwithstanding that all or some portion of the Payment may be subject to the Excise Tax. If a
reduction in payments or benefits constituting ‘‘parachute payments’’ is necessary so that the Payment equals the
Reduced Amount, reduction will occur in the following order: (A) reduction of cash payments; (B) cancellation
of accelerated vesting of equity awards other than stock options; (C) cancellation of accelerated vesting of stock
options; and (D) reduction of other benefits paid to the Participant. Within any such category of payments and
benefits (that is, (A), (B), (C) or (D)), a reduction will occur first with respect to amounts that are not ‘‘deferred
compensation’’ within the meaning of Section 409A of the Code and then with respect to amounts that are. In the
event that acceleration of compensation from a Participant’s equity awards is to be reduced, such acceleration of
vesting will be canceled, subject to the immediately preceding sentence, in the reverse order of the date of grant.
The accounting firm engaged by the Company for general audit purposes as of the day prior to the effective date
of the Change in Control will perform the foregoing calculations. If the accounting firm so engaged by the
Company is serving as accountant or auditor for the individual, entity or group effecting the Change in Control,
the Company will appoint a nationally recognized accounting firm to make the determinations required
hereunder. The Company will bear all expenses with respect to the determinations by such accounting firm
required to be made hereunder. The accounting firm engaged to make the determinations hereunder will provide
its calculations, together with detailed supporting documentation, to the Participant and the Company within
15 calendar days after the date on which the Participant’s right to a Payment is triggered (if requested at that
time by the Participant or the Company) or such other time as reasonably requested by the Participant or the
Company. Any good faith determinations of the accounting firm made hereunder will be final, binding and
conclusive upon the Participant and the Company.
10. TERMINATION OR SUSPENSION OF THE PLAN.
(a) Termination or Suspension. The Board may suspend or terminate the Plan at any time. No Incentive
Stock Option may be granted after the tenth anniversary of the earlier of (i) the Adoption Date or (ii) the date
the Plan is approved by the stockholders of the Company. No Awards may be granted under the Plan while the
Plan is suspended or after it is terminated.
(b) No Impairment of Rights. Suspension or termination of the Plan will not materially impair rights and
obligations under any Award granted while the Plan is in effect except with the written consent of the affected
Participant or as otherwise permitted in the Plan (including Section 2(b)(viii)) or an Award Agreement.
11. EFFECTIVE DATE OF PLAN.
This Plan will become effective on the Effective Date.
12. CHOICE OF LAW.
The laws of the State of Delaware will govern all questions concerning the construction, validity and
interpretation of this Plan, without regard to that state’s conflict of laws rules.
13. DEFINITIONS. As used in the Plan, the following definitions will apply to the capitalized terms indicated
below:
(a)

‘‘Adoption Date’’ means April 8, 2018, which is the date the Plan was adopted by the Board.

(b) ‘‘Affiliate’’ means, at the time of determination, any ‘‘parent’’ or ‘‘subsidiary’’ of the Company as such
terms are defined in Rule 405. The Board will have the authority to determine the time or times at which
‘‘parent’’ or ‘‘subsidiary’’ status is determined within the foregoing definition.
(c) ‘‘Appreciation Award’’ means (i) a stock option or stock appreciation right granted under any of the
Prior Plans or (ii) an Option or Stock Appreciation Right, in each case with respect to which the exercise or
strike price is at least 100% of the Fair Market Value of the Common Stock subject to the stock option or stock
appreciation right, or Option or Stock Appreciation Right, as applicable, on the date of grant.
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(d) ‘‘Award’’ means an Incentive Stock Option, a Nonstatutory Stock Option, a Stock Appreciation Right,
a Restricted Stock Award, a Restricted Stock Unit Award, a Performance Stock Award or any Other Stock Award.
(e) ‘‘Award Agreement’’ means a written agreement between the Company and a Participant evidencing
the terms and conditions of an Award.
(f) ‘‘Board’’ means the Board of Directors of the Company.
(g) ‘‘Capitalization Adjustment’’ means any change that is made in, or other events that occur with respect
to, the Common Stock subject to the Plan or subject to any Award after the Adoption Date without the receipt of
consideration by the Company through merger, consolidation, reorganization, recapitalization, reincorporation,
stock dividend, dividend in property other than cash, large nonrecurring cash dividend, stock split, reverse stock
split, liquidating dividend, combination of shares, exchange of shares, change in corporate structure or any
similar equity restructuring transaction, as that term is used in Statement of Financial Accounting Standards
No. 123 (revised). Notwithstanding the foregoing, the conversion of any convertible securities of the Company
will not be treated as a Capitalization Adjustment.
(h) ‘‘Cause’’ will have the meaning ascribed to such term in any written agreement between a Participant
and the Company or an Affiliate defining such term and, in the absence of such agreement, such term means,
with respect to a Participant, the occurrence of one or more of the following: (i) the Participant’s theft,
dishonesty, willful misconduct, breach of fiduciary duty for personal profit, or falsification of any Company or
Affiliate documents or records; (ii) the Participant’s material failure to abide by the code of conduct or other
policies (including, without limitation, policies relating to confidentiality and reasonable workplace conduct) of
the Company or an Affiliate; (iii) the Participant’s unauthorized use, misappropriation, destruction or diversion of
any tangible or intangible asset or corporate opportunity of the Company or an Affiliate (including, without
limitation, the Participant’s improper use or disclosure of confidential or proprietary information of the Company
or an Affiliate); (iv) any intentional act by the Participant which has a material detrimental effect on the
reputation or business of the Company or an Affiliate; (v) the Participant’s repeated failure or inability to perform
any reasonable assigned duties after written notice from the Company or an Affiliate, and a reasonable
opportunity to cure, such failure or inability; (vi) any material breach by the Participant of any employment or
service agreement between the Participant and the Company or an Affiliate, which breach is not cured pursuant
to the terms of such agreement; or (vii) the Participant’s conviction (including any plea of guilty or nolo
contendere) of any criminal act involving fraud, dishonesty, misappropriation or moral turpitude, or which
impairs the Participant’s ability to perform his or her duties. The determination that a termination of a
Participant’s Continuous Service is either for Cause or without Cause will be made by the Company, in its sole
discretion. Any determination by the Company that the Continuous Service of a Participant was terminated with
or without Cause for the purposes of outstanding Awards held by the Participant will have no effect upon any
determination of the rights or obligations of the Company or the Participant for any other purpose.
(i) ‘‘Change in Control’’ means the occurrence, in a single transaction or in a series of related
transactions, of any one or more of the following events:
(i) any Exchange Act Person becomes the Owner, directly or indirectly, of securities of the Company
representing more than 50% of the combined voting power of the Company’s then outstanding securities
other than by virtue of a merger, consolidation or similar transaction. Notwithstanding the foregoing, a
Change in Control will not be deemed to occur (A) on account of the acquisition of securities of the
Company directly from the Company, (B) on account of the acquisition of securities of the Company by an
investor, any affiliate thereof or any other Exchange Act Person that acquires the Company’s securities in a
transaction or series of related transactions the primary purpose of which is to obtain financing for the
Company through the issuance of equity securities, or (C) solely because the level of Ownership held by
any Exchange Act Person (the ‘‘Subject Person’’) exceeds the designated percentage threshold of the
outstanding voting securities as a result of a repurchase or other acquisition of voting securities by the
Company reducing the number of shares outstanding, provided that if a Change in Control would occur (but
for the operation of this sentence) as a result of the acquisition of voting securities by the Company, and
after such share acquisition, the Subject Person becomes the Owner of any additional voting securities that,
assuming the repurchase or other acquisition had not occurred, increases the percentage of the then
outstanding voting securities Owned by the Subject Person over the designated percentage threshold, then a
Change in Control will be deemed to occur;
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(ii) there is consummated a merger, consolidation or similar transaction involving (directly or
indirectly) the Company and, immediately after the consummation of such merger, consolidation or similar
transaction, the stockholders of the Company immediately prior thereto do not Own, directly or indirectly,
either (A) outstanding voting securities representing more than 50% of the combined outstanding voting
power of the surviving Entity in such merger, consolidation or similar transaction or (B) more than 50% of
the combined outstanding voting power of the parent of the surviving Entity in such merger, consolidation
or similar transaction, in each case in substantially the same proportions as their Ownership of the
outstanding voting securities of the Company immediately prior to such transaction;
(iii) there is consummated a sale, lease, exclusive license or other disposition of all or substantially all
of the consolidated assets of the Company and its Subsidiaries, other than a sale, lease, license or other
disposition of all or substantially all of the consolidated assets of the Company and its Subsidiaries to an
Entity, more than 50% of the combined voting power of the voting securities of which are Owned by
stockholders of the Company in substantially the same proportions as their Ownership of the outstanding
voting securities of the Company immediately prior to such sale, lease, license or other disposition; or
(iv) over a period of 12 months or less, individuals who, on the Adoption Date, are members of the
Board (the ‘‘Incumbent Board’’) cease for any reason to constitute at least a majority of the members of the
Board; provided, however, that if the appointment or election (or nomination for election) of any new Board
member was approved or recommended by a majority vote of the members of the Incumbent Board then
still in office, such new member will, for purposes of this Plan, be considered as a member of the
Incumbent Board.
Notwithstanding the foregoing or any other provision of this Plan, (A) the term Change in Control will not
include a sale of assets, merger or other transaction effected exclusively for the purpose of changing the domicile
of the Company, and (B) the definition of Change in Control (or any analogous term) in an individual written
agreement between a Participant and the Company or an Affiliate will supersede the foregoing definition with
respect to Awards and/or Prior Plan Awards (as applicable) subject to such agreement; provided, however, that
(1) if no definition of Change in Control (or any analogous term) is set forth in such an individual written
agreement, the foregoing definition will apply; and (2) no Change in Control (or any analogous term) will be
deemed to occur with respect to Awards and/or Prior Plan Awards (as applicable) subject to such an individual
written agreement without a requirement that the Change in Control (or any analogous term) actually occur.
If required for compliance with Section 409A of the Code, in no event will an event be deemed a Change in
Control if such event is not also a ‘‘change in the ownership of’’ the Company, a ‘‘change in the effective control
of’’ the Company or a ‘‘change in the ownership of a substantial portion of the assets of’’ the Company, each as
determined under Treasury Regulations Section 1.409A-3(i)(5) (without regard to any alternative definition
thereunder). The Board may, in its sole discretion and without a Participant’s consent, amend the definition of
‘‘Change in Control’’ to conform to the definition of a ‘‘change in control event’’ under Section 409A of the
Code and the regulations thereunder.
(j) ‘‘Code’’ means the Internal Revenue Code of 1986, as amended, including any applicable regulations
and guidance thereunder.
(k) ‘‘Committee’’ means a committee of one or more Directors to whom authority has been delegated by
the Board in accordance with Section 2(c).
(l) ‘‘Common Stock’’ means the common stock of the Company.
(m) ‘‘Company’’ means Dynavax Technologies Corporation, a Delaware corporation.
(n) ‘‘Continuous Service’’ means that the Participant’s service with the Company or an Affiliate, whether
as an Employee or Director, is not interrupted or terminated. A change in the capacity in which the Participant
renders service to the Company or an Affiliate as an Employee or Director or a change in the Entity for which
the Participant renders such service, provided that there is no interruption or termination of the Participant’s
service with the Company or an Affiliate, will not terminate a Participant’s Continuous Service; provided,
however, that if the Entity for which a Participant is rendering services ceases to qualify as an Affiliate, as
determined by the Board, in its sole discretion, such Participant’s Continuous Service will be considered to have
terminated on the date such Entity ceases to qualify as an Affiliate. For example, a change in status from an
Employee of the Company to a Director will not constitute an interruption of Continuous Service. To the extent
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permitted by law, the Board or the chief executive officer of the Company, in that party’s sole discretion, may
determine whether Continuous Service will be considered interrupted in the case of (i) any leave of absence
approved by the Board or chief executive officer, including sick leave, military leave or any other personal leave,
or (ii) transfers between the Company, an Affiliate or their successors. Notwithstanding the foregoing, a leave of
absence will be treated as Continuous Service for purposes of vesting in an Award only to such extent as may be
provided in the Company’s or Affiliate’s leave of absence policy, in the written terms of any leave of absence
agreement or policy applicable to the Participant, or as otherwise required by law.
(o) ‘‘Corporate Transaction’’ means the occurrence, in a single transaction or in a series of related
transactions, of any one or more of the following events:
(i) the consummation of a sale or other disposition of all or substantially all, as determined by the
Board, in its sole discretion, of the consolidated assets of the Company and its Subsidiaries;
(ii) the consummation of a sale or other disposition of at least 90% of the outstanding securities of
the Company;
(iii) the consummation of a merger, consolidation or similar transaction following which the Company
is not the surviving corporation; or
(iv) the consummation of a merger, consolidation or similar transaction following which the Company
is the surviving corporation but the shares of Common Stock outstanding immediately preceding the merger,
consolidation or similar transaction are converted or exchanged by virtue of the merger, consolidation or
similar transaction into other property, whether in the form of securities, cash or otherwise.
If required for compliance with Section 409A of the Code, in no event will an event be deemed a Corporate
Transaction if such event is not also a ‘‘change in the ownership of’’ the Company, a ‘‘change in the effective
control of’’ the Company or a ‘‘change in the ownership of a substantial portion of the assets of’’ the Company,
each as determined under Treasury Regulations Section 1.409A-3(i)(5) (without regard to any alternative
definition thereunder). The Board may, in its sole discretion and without a Participant’s consent, amend the
definition of ‘‘Corporate Transaction’’ to conform to the definition of a ‘‘change in control event’’ under
Section 409A of the Code and the regulations thereunder.
(p)‘‘Director’’ means a member of the Board.
(q) ‘‘Disability’’ means, with respect to a Participant, the inability of such Participant to engage in any
substantial gainful activity by reason of any medically determinable physical or mental impairment that can be
expected to result in death or that has lasted or can be expected to last for a continuous period of not less than
12 months, as provided in Sections 22(e)(3) and 409A(a)(2)(c)(i) of the Code, and will be determined by the
Board on the basis of such medical evidence as the Board deems warranted under the circumstances.
(r) ‘‘Effective Date’’ means the effective date of this Plan, which is the date of the Annual Meeting of
Stockholders of the Company held in 2018, provided that this Plan is approved by the Company’s stockholders at
such meeting.
(s) ‘‘Employee’’ means any person employed by the Company or an Affiliate. However, service solely as a
Director, or payment of a fee for such services, will not cause a Director to be considered an ‘‘Employee’’ for
purposes of the Plan.
(t) ‘‘Entity’’ means a corporation, partnership, limited liability company or other entity.
(u) ‘‘Exchange Act’’ means the Securities Exchange Act of 1934, as amended, and the rules and
regulations promulgated thereunder.
(v) ‘‘Exchange Act Person’’ means any natural person, Entity or ‘‘group’’ (within the meaning of
Section 13(d) or 14(d) of the Exchange Act), except that ‘‘Exchange Act Person’’ will not include (i) the
Company or any Subsidiary of the Company, (ii) any employee benefit plan of the Company or any Subsidiary
of the Company or any trustee or other fiduciary holding securities under an employee benefit plan of the
Company or any Subsidiary of the Company, (iii) an underwriter temporarily holding securities pursuant to a
registered public offering of such securities, (iv) an Entity Owned, directly or indirectly, by the stockholders of
the Company in substantially the same proportions as their Ownership of stock of the Company, or (v) any
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natural person, Entity or ‘‘group’’ (within the meaning of Section 13(d) or 14(d) of the Exchange Act) that, as of
the Effective Date, is the Owner, directly or indirectly, of securities of the Company representing more than fifty
percent 50% of the combined voting power of the Company’s then outstanding securities.
(w)

‘‘Fair Market Value’’ means, as of any date, the value of the Common Stock determined as follows:

(i) Unless otherwise provided by the Board, if the Common Stock is listed on any established stock
exchange or traded on any established market, then the Fair Market Value of a share of Common Stock will
be the closing sales price for such stock as quoted on such exchange or market (or the exchange or market
with the greatest volume of trading in the Common Stock) on the date of determination, as reported in a
source the Board deems reliable.
(ii) Unless otherwise provided by the Board, if there is no closing sales price for the Common Stock
on the date of determination, then the Fair Market Value of a share of Common Stock will be the closing
sales price for such stock on the last preceding date for which such quotation exists.
(iii) In the absence of such markets for the Common Stock, the Fair Market Value of a share of
Common Stock will be determined by the Board in good faith and in a manner that complies with Sections
409A and 422 of the Code.
(x) ‘‘Full Value Award’’ means (i) a stock award granted under any of the Prior Plans or (ii) an Award, in
each case that is not an Appreciation Award.
(y) ‘‘Incentive Stock Option’’ means an option granted pursuant to Section 5 that is intended to be, and
that qualifies as, an ‘‘incentive stock option’’ within the meaning of Section 422 of the Code.
(z) ‘‘Non-Employee Director’’ means a Director who either (i) is not a current employee or officer of the
Company or an Affiliate, does not receive compensation, either directly or indirectly, from the Company or an
Affiliate for services rendered as a consultant or in any capacity other than as a Director (except for an amount
as to which disclosure would not be required under Item 404(a) of Regulation S-K promulgated pursuant to the
Securities Act (‘‘Regulation S-K’’)), does not possess an interest in any other transaction for which disclosure
would be required under Item 404(a) of Regulation S-K, and is not engaged in a business relationship for which
disclosure would be required pursuant to Item 404(b) of Regulation S-K, or (ii) is otherwise considered a
‘‘non-employee director’’ for purposes of Rule 16b-3.
(aa) ‘‘Nonstatutory Stock Option’’ means an option granted pursuant to Section 5 that does not qualify as
an Incentive Stock Option.
(bb) ‘‘Officer’’ means a person who is an officer of the Company within the meaning of Section 16 of the
Exchange Act.
(cc) ‘‘Option’’ means an Incentive Stock Option or a Nonstatutory Stock Option to purchase shares of
Common Stock granted pursuant to the Plan.
(dd) ‘‘Option Agreement’’ means a written agreement between the Company and a holder of an Option
evidencing the terms and conditions of an Option grant. Each Option Agreement will be subject to the terms and
conditions of the Plan.
(ee) ‘‘Other Stock Award’’ means an award based in whole or in part by reference to the Common Stock
which is granted pursuant to the terms and conditions of Section 6(d).
(ff) ‘‘Other Stock Award Agreement’’ means a written agreement between the Company and a holder of
an Other Stock Award evidencing the terms and conditions of an Other Stock Award grant. Each Other Stock
Award Agreement will be subject to the terms and conditions of the Plan.
(gg) ‘‘Own,’’ ‘‘Owned,’’ ‘‘Owner,’’ ‘‘Ownership’’ A person or Entity will be deemed to ‘‘Own,’’ to have
‘‘Owned,’’ to be the ‘‘Owner’’ of, or to have acquired ‘‘Ownership’’ of securities if such person or Entity,
directly or indirectly, through any contract, arrangement, understanding, relationship or otherwise, has or shares
voting power, which includes the power to vote or to direct the voting, with respect to such securities.
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(hh) ‘‘Participant’’ means (i) with respect to any Award, a person to whom such Award is granted
pursuant to the Plan or, if applicable, such other person who holds an outstanding Award, and (ii) with respect to
any Prior Plan Award, a person to whom such Prior Plan Award is granted pursuant to any Prior Plan or, if
applicable, such other person who holds an outstanding Prior Plan Award.
(ii) ‘‘Performance Criteria’’ means the one or more criteria that the Board will select for purposes of
establishing the Performance Goals for a Performance Period. The Performance Criteria that will be used to
establish such Performance Goals may be based on any one of, or combination of, the following, as determined
by the Board: (i) earnings (including earnings per share and net earnings); (ii) earnings before interest, taxes and
depreciation; (iii) earnings before interest, taxes, depreciation and amortization (EBITDA); (iv) total stockholder
return; (v) return on equity or average stockholder’s equity; (vi) return on assets, investment, or capital
employed; (vii) stock price or stock price performance; (viii) margin (including gross margin); (ix) net income
(before or after taxes); (x) operating income; (xi) operating income after taxes; (xii) pre-tax profit;
(xiii) operating cash flow; (xiv) sales or revenue targets; (xv) increases in revenue or product revenue;
(xvi) expenses and cost reduction goals; (xvii) improvement in or attainment of working capital levels;
(xviii) economic value added (or an equivalent metric); (xix) market share; (xx) cash flow; (xxi) cash flow per
share; (xxii) share price performance; (xxiii) debt reduction; (xxiv) implementation or completion of projects or
processes; (xxv) customer satisfaction; (xxvi) stockholders’ equity; (xxvii) capital expenditures; (xxviii) debt
levels; (xxix) operating profit or net operating profit; (xxx) workforce diversity; (xxxi) growth of net income or
operating income; (xxxii) billings; (xxxiii) submission to, or approval by, a regulatory body (including but not
limited to the U.S. Food and Drug Administration) of an applicable filing for a product candidate or other
product development milestones; (xxxiv) acquisitions, divestitures, joint ventures, strategic alliances, licenses or
collaborations; (xxxv) spin-offs, split-ups, reorganizations, recapitalizations, restructurings, financings (debt or
equity) or refinancings; (xxxvi) manufacturing or process development, clinical trial, regulatory, intellectual
property, compliance or research objectives; and (xxxvii) any other measures of performance selected by the
Board. Partial achievement of the specified criteria may result in the payment or vesting corresponding to the
degree of achievement as specified in the applicable Award Agreement.
(jj) ‘‘Performance Goals’’ means, for a Performance Period, the one or more goals established by the
Board for the Performance Period based upon the Performance Criteria. Performance Goals may be based on a
Company-wide basis, with respect to one or more business units, divisions, Affiliates, or business segments, and
in either absolute terms or relative to the performance of one or more comparable companies or the performance
of one or more relevant indices. The Board is authorized to make appropriate adjustments in the method of
calculating the attainment of Performance Goals for a Performance Period as follows: (i) to exclude restructuring
and/or other nonrecurring charges; (ii) to exclude exchange rate effects, as applicable, for non-U.S. dollar
denominated Performance Goals; (iii) to exclude the effects of changes to generally accepted accounting
principles; (iv) to exclude the effects of any statutory adjustments to corporate tax rates; (v) to exclude the
effects of items that are ‘‘unusual’’ in nature or occur ‘‘infrequently’’ as determined under generally accepted
accounting principles; (vi) to exclude the dilutive effects of acquisitions or joint ventures; (vii) to assume that
any business divested by the Company achieved performance objectives at targeted levels during the balance of a
Performance Period following such divestiture; (viii) to exclude the effect of any change in the outstanding
shares of common stock of the Company by reason of any stock dividend or split, stock repurchase,
reorganization, recapitalization, merger, consolidation, spin-off, combination or exchange of shares or other
similar corporate change, or any distributions to common stockholders other than regular cash dividends; (ix) to
exclude the effects of stock based compensation and/or the award of an annual cash incentive under the
Company’s Annual Incentive Program; (x) to exclude the effect of any other unusual, non-recurring gain or loss
or other extraordinary item; and (xi) to make other appropriate adjustments selected by the Board.
(kk) ‘‘Performance Period’’ means the period of time selected by the Board over which the attainment of
one or more Performance Goals will be measured for the purpose of determining a Participant’s right to and the
payment of a Performance Stock Award. Performance Periods may be of varying and overlapping duration, at the
sole discretion of the Board.
(ll) ‘‘Performance Stock Award’’ means an Award granted under the terms and conditions of Section 6(c).
(mm) ‘‘Plan’’ means this Dynavax Technologies Corporation 2018 Equity Incentive Plan.
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(nn) ‘‘Restricted Stock Award’’ means an award of shares of Common Stock which is granted pursuant to
the terms and conditions of Section 6(a).
(oo) ‘‘Restricted Stock Award Agreement’’ means a written agreement between the Company and a holder
of a Restricted Stock Award evidencing the terms and conditions of a Restricted Stock Award grant. Each
Restricted Stock Award Agreement will be subject to the terms and conditions of the Plan.
(pp) ‘‘Restricted Stock Unit Award’’ means a right to receive shares of Common Stock which is granted
pursuant to the terms and conditions of Section 6(b).
(qq) ‘‘Restricted Stock Unit Award Agreement’’ means a written agreement between the Company and a
holder of a Restricted Stock Unit Award evidencing the terms and conditions of a Restricted Stock Unit Award
grant. Each Restricted Stock Unit Award Agreement will be subject to the terms and conditions of the Plan.
(rr) ‘‘Rule 16b-3’’ means Rule 16b-3 promulgated under the Exchange Act or any successor to
Rule 16b-3, as in effect from time to time.
(ss) ‘‘Rule 405’’ means Rule 405 promulgated under the Securities Act.
(tt) ‘‘Securities Act’’ means the Securities Act of 1933, as amended, and the rules and regulations
promulgated thereunder.
(uu) ‘‘Stock Appreciation Right’’ or ‘‘SAR’’ means a right to receive the appreciation on Common Stock
that is granted pursuant to the terms and conditions of Section 5.
(vv) ‘‘Stock Appreciation Right Agreement’’ or ‘‘SAR Agreement’’ means a written agreement between
the Company and a holder of a Stock Appreciation Right evidencing the terms and conditions of a Stock
Appreciation Right grant. Each Stock Appreciation Right Agreement will be subject to the terms and conditions
of the Plan.
(ww) ‘‘Subsidiary’’ means, with respect to the Company, (i) any corporation of which more than 50% of
the outstanding capital stock having ordinary voting power to elect a majority of the board of directors of such
corporation (irrespective of whether, at the time, stock of any other class or classes of such corporation will have
or might have voting power by reason of the happening of any contingency) is at the time, directly or indirectly,
Owned by the Company, and (ii) any partnership, limited liability company or other entity in which the
Company has a direct or indirect interest (whether in the form of voting or participation in profits or capital
contribution) of more than 50%.
(xx) ‘‘Ten Percent Stockholder’’ means a person who Owns (or is deemed to Own pursuant to
Section 424(d) of the Code) stock possessing more than 10% of the total combined voting power of all classes of
stock of the Company or any Affiliate.
(yy)

‘‘Transaction’’ means a Corporate Transaction or a Change in Control.
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6HFXULWLHVUHJLVWHUHGSXUVXDQWWR6HFWLRQ E RIWKH$FW
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7UDGLQJV\PERO V 
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'9$;
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,QGLFDWHE\FKHFNPDUNLIWKHUHJLVWUDQWLVDZHOONQRZQVHDVRQHGLVVXHUDVGHILQHGLQ5XOHRIWKH6HFXULWLHV$FW<HV1R
,QGLFDWHE\FKHFNPDUNLIWKHUHJLVWUDQWLVQRWUHTXLUHGWRILOHUHSRUWVSXUVXDQWWR6HFWLRQRU6HFWLRQ G RIWKH$FW<HV1R
,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQW  KDVILOHGDOOUHSRUWVUHTXLUHGWREHILOHGE\6HFWLRQRU G RIWKH6HFXULWLHV([FKDQJH$FWRIGXULQJWKH
SUHFHGLQJPRQWKV RUIRUVXFKVKRUWHUSHULRGWKDWWKHUHJLVWUDQWZDVUHTXLUHGWRILOHVXFKUHSRUWV DQG  KDVEHHQVXEMHFWWRVXFKILOLQJUHTXLUHPHQWVIRUWKHSDVW
GD\V<HV1R
,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWKDVVXEPLWWHGHOHFWURQLFDOO\HYHU\,QWHUDFWLYH'DWD)LOHUHTXLUHGWREHVXEPLWWHGSXUVXDQWWR5XOHRI5HJXODWLRQ
67 hRIWKLVFKDSWHU GXULQJWKHSUHFHGLQJPRQWKV RUIRUVXFKVKRUWHUSHULRGWKDWWKHUHJLVWUDWLRQZDVUHTXLUHGWRVXEPLWVXFKILOHV <HV1R
,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWLVDODUJHDFFHOHUDWHGILOHUDQDFFHOHUDWHGILOHUDQRQDFFHOHUDWHGILOHUDVPDOOHUUHSRUWLQJFRPSDQ\RUDQHPHUJLQJ
JURZWKFRPSDQ\6HHWKHGHILQLWLRQVRIȐODUJHDFFHOHUDWHGILOHUȑȐDFFHOHUDWHGILOHUȑȐVPDOOHUUHSRUWLQJFRPSDQ\ȑDQGȐHPHUJLQJJURZWKFRPSDQ\ȑLQ5XOHERIWKH
([FKDQJH$FW
/DUJHDFFHOHUDWHGILOHU

$FFHOHUDWHGILOHU

1RQDFFHOHUDWHGILOHU

6PDOOHUUHSRUWLQJFRPSDQ\
(PHUJLQJJURZWKFRPSDQ\






,IDQHPHUJLQJJURZWKFRPSDQ\LQGLFDWHE\FKHFNPDUNLIWKHUHJLVWUDQWKDVHOHFWHGQRWWRXVHWKHH[WHQGHGWUDQVLWLRQSHULRGIRUFRPSO\LQJZLWKDQ\QHZRUUHYLVHG
ILQDQFLDODFFRXQWLQJVWDQGDUGVSURYLGHGSXUVXDQWWR6HFWLRQ D RIWKH([FKDQJH$FW
,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWLVDVKHOOFRPSDQ\ DVGHILQHGLQ5XOHERIWKH$FW <HV1R
7KHDJJUHJDWHPDUNHWYDOXHRIWKHYRWLQJDQGQRQYRWLQJVWRFNKHOGE\QRQDIILOLDWHVRIWKHUHJLVWUDQWEDVHGXSRQWKHFORVLQJVDOHSULFHRIWKHFRPPRQVWRFNRQ
-XQHDVUHSRUWHGRQWKH1DVGDT&DSLWDO0DUNHWZDVDSSUR[LPDWHO\6KDUHVRIFRPPRQVWRFNKHOGE\HDFKRIILFHUDQGGLUHFWRUDQGE\HDFKSHUVRQ
NQRZQWRWKH&RPSDQ\ZKRRZQVRUPRUHRIWKHRXWVWDQGLQJFRPPRQVWRFNKDYHEHHQH[FOXGHGLQWKDWVXFKSHUVRQVPD\EHGHHPHGWREHDIILOLDWHV7KLVGHWHUPLQDWLRQ
RIDIILOLDWHVWDWXVLVQRWQHFHVVDULO\DFRQFOXVLYHGHWHUPLQDWLRQIRURWKHUSXUSRVHV
$VRI0DUFKWKHUHJLVWUDQWKDGRXWVWDQGLQJVKDUHVRIFRPPRQVWRFN
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7KLV$QQXDO5HSRUWRQ)RUP.FRQWDLQVIRUZDUGORRNLQJVWDWHPHQWVZLWKLQWKHPHDQLQJRI6HFWLRQ$RIWKH6HFXULWLHV$FWRIDQG6HFWLRQ
(RIWKH6HFXULWLHV([FKDQJH$FWRIZKLFKDUHVXEMHFWWRDQXPEHURIULVNVDQGXQFHUWDLQWLHV$OOVWDWHPHQWVWKDWDUHQRWKLVWRULFDOIDFWVDUH
IRUZDUGORRNLQJVWDWHPHQWVLQFOXGLQJVWDWHPHQWVDERXWRXUDELOLW\WRVXFFHVVIXOO\FRPPHUFLDOL]H+(3/,6$9%nRXUDQWLFLSDWHGPDUNHWRSSRUWXQLW\DQG
OHYHORIVDOHVRI+(3/,6$9%RXUEXVLQHVVFROODERUDWLRQDQGUHJXODWRU\VWUDWHJ\RXUDELOLW\WRPDQXIDFWXUHFRPPHUFLDOVXSSO\DQGPHHWUHJXODWRU\
UHTXLUHPHQWVXQFHUWDLQW\UHJDUGLQJRXUFDSLWDOQHHGVDQGIXWXUHRSHUDWLQJUHVXOWVDQGSURILWDELOLW\DQWLFLSDWHGVRXUFHVRIIXQGVOLTXLGLW\DQGFDVKQHHGV
DVZHOODVRXUSODQVREMHFWLYHVVWUDWHJLHVH[SHFWDWLRQVDQGLQWHQWLRQV7KHVHVWDWHPHQWVDSSHDUWKURXJKRXWRXUGRFXPHQWDQGFDQEHLGHQWLILHGE\WKHXVH
RIIRUZDUGORRNLQJODQJXDJHVXFKDVȐPD\ȑȐZLOOȑȐVKRXOGȑȐH[SHFWȑȐSODQȑȐDQWLFLSDWHȑȐEHOLHYHȑȐHVWLPDWHȑȐSUHGLFWȑȐIXWXUHȑRUȐLQWHQGȑ
RUWKHQHJDWLYHRIWKHVHWHUPVRURWKHUYDULDWLRQVRUFRPSDUDEOHWHUPLQRORJ\,QDGGLWLRQVWDWHPHQWVWKDWȐZHEHOLHYHȑDQGVLPLODUVWDWHPHQWVUHIOHFWRXU
EHOLHIVDQGRSLQLRQVRQWKHUHOHYDQWVXEMHFW7KHVHVWDWHPHQWVDUHEDVHGXSRQLQIRUPDWLRQDYDLODEOHWRXVDVRIWKHGDWHRIWKLV)RUP.DQGZKLOHZH
EHOLHYHVXFKLQIRUPDWLRQIRUPVDUHDVRQDEOHEDVLVIRUVXFKVWDWHPHQWVVXFKLQIRUPDWLRQPD\EHOLPLWHGRULQFRPSOHWHDQGRXUVWDWHPHQWVVKRXOGQRWEH
UHDGWRLQGLFDWHWKDWZHKDYHFRQGXFWHGDQH[KDXVWLYHLQTXLU\LQWRRUUHYLHZRIDOOSRWHQWLDOO\DYDLODEOHUHOHYDQWLQIRUPDWLRQ7KHVHVWDWHPHQWVDUH
LQKHUHQWO\XQFHUWDLQDQGLQYHVWRUVDUHFDXWLRQHGQRWWRXQGXO\UHO\XSRQWKHVHVWDWHPHQWV
$FWXDOUHVXOWVPD\YDU\PDWHULDOO\IURPWKRVHLQRXUIRUZDUGORRNLQJVWDWHPHQWVDVDUHVXOWRIYDULRXVIDFWRUVWKDWDUHLGHQWLILHGLQȐ,WHP$ȉ5LVN
)DFWRUVȑDQGȐ,WHPȉ0DQDJHPHQWȍV'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQVȑDQGHOVHZKHUHLQWKLVGRFXPHQW1R
DVVXUDQFHFDQEHJLYHQWKDWWKHULVNIDFWRUVGHVFULEHGLQWKLV$QQXDO5HSRUWRQ)RUP.DUHDOORIWKHIDFWRUVWKDWFRXOGFDXVHDFWXDOUHVXOWVWRYDU\
PDWHULDOO\IURPWKHIRUZDUGORRNLQJVWDWHPHQWV$OOIRUZDUGORRNLQJVWDWHPHQWVVSHDNRQO\DVRIWKHGDWHRIWKLV$QQXDO5HSRUWRQ)RUP.5HDGHUV
VKRXOGQRWSODFHXQGXHUHOLDQFHRQWKHVHIRUZDUGORRNLQJVWDWHPHQWVDQGDUHFDXWLRQHGWKDWDQ\VXFKIRUZDUGORRNLQJVWDWHPHQWVDUHQRWJXDUDQWHHVRI
IXWXUHSHUIRUPDQFH:HDVVXPHQRREOLJDWLRQWRXSGDWHDQ\IRUZDUGORRNLQJVWDWHPHQWV
7KLV$QQXDO5HSRUWRQ)RUP.LQFOXGHVWUDGHPDUNVDQGUHJLVWHUHGWUDGHPDUNVRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ3URGXFWVRUVHUYLFH
QDPHVRIRWKHUFRPSDQLHVPHQWLRQHGLQWKLV$QQXDO5HSRUWRQ)RUP.PD\EHWUDGHPDUNVRUUHJLVWHUHGWUDGHPDUNVRIWKHLUUHVSHFWLYHRZQHUV
5HIHUHQFHVKHUHLQWRȐZHȑȐRXUȑȐXVȑȐ'\QDYD[ȑRUWKHȐ&RPSDQ\ȑUHIHUWR'\QDYD[7HFKQRORJLHV&RUSRUDWLRQDQGLWVVXEVLGLDU\
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:HDUHDIXOO\LQWHJUDWHGELRSKDUPDFHXWLFDOFRPSDQ\IRFXVHGRQGHYHORSLQJDQGFRPPHUFLDOL]LQJQRYHOYDFFLQHV2XUILUVWFRPPHUFLDOSURGXFW
+(3/,6$9%n +HSDWLWLV%9DFFLQH 5HFRPELQDQW $GMXYDQWHG LVDSSURYHGE\WKH8QLWHG6WDWHV)RRGDQG'UXJ$GPLQLVWUDWLRQ Ȑ)'$ȑ IRUSUHYHQWLRQ
RILQIHFWLRQFDXVHGE\DOONQRZQVXEW\SHVRIKHSDWLWLV%YLUXVLQDGXOWVDJH\HDUVDQGROGHU:HFRPPHQFHGFRPPHUFLDOVKLSPHQWVRI+(3/,6$9%LQ
-DQXDU\,Q3KDVHWULDOV+(3/,6$9%GHPRQVWUDWHGIDVWHUDQGKLJKHUUDWHVRISURWHFWLRQZLWKWZRGRVHVLQRQHPRQWKFRPSDUHGWRDQRWKHU
FXUUHQWO\DSSURYHGKHSDWLWLV%YDFFLQHZKLFKUHTXLUHVWKUHHGRVHVRYHUVL[PRQWKVZLWKDVLPLODUVDIHW\SURILOH+(3/,6$9%LVWKHRQO\WZRGRVH
KHSDWLWLV%YDFFLQHIRUDGXOWVDSSURYHGLQWKH86
9$&&,1(6$1'9$&&,1($'-89$176$1'+(3/,6$9%ȍ6129(/$'-89$17
9DFFLQHVDUHSURGXFWVWKDWVWLPXODWHDSHUVRQȍVLPPXQHV\VWHPWRSURWHFWDJDLQVWDVSHFLILFGLVHDVH9DFFLQHVJHQHUDOO\FRQVLVWRIDYLUXVEDFWHULDRU
RWKHUSDWKRJHQRUDFRPSRQHQWFDOOHGDQDQWLJHQWKDWFDQJHQHUDWHDQLPPXQHUHVSRQVHDJDLQVWWKDWSDWKRJHQ0DQ\DQWLJHQVLQFOXGLQJWKRVHXVHGLQ
UHFRPELQDQWVXEXQLWYDFFLQHVDUHRIWHQSRRUO\LPPXQRJHQLFDQGUHTXLUHDGGLWLRQDOFRPSRQHQWVWRKHOSVWLPXODWHSURWHFWLYHLPPXQLW\EDVHGRQDQWLERGLHV
DQGHIIHFWRU7FHOOIXQFWLRQV7KHVHDGGLWLRQDOFRPSRQHQWVFDOOHGDGMXYDQWVSURYLGHWKHKHOSQHHGHGWRHQKDQFHWKHLPPXQRJHQLFLW\RIYDFFLQH
DQWLJHQV$GMXYDQWVFDQLQFUHDVHWKHPDJQLWXGHRIDQDGDSWLYHUHVSRQVHWRDYDFFLQHDQGFDQJXLGHWKHW\SHRIDGDSWLYHUHVSRQVHWRSURGXFHWKHPRVW
DSSURSULDWHIRUPRILPPXQLW\IRUHDFKVSHFLILFSDWKRJHQ
+(3/,6$9%DQGHDFKRIWKHYDFFLQHVLWGLUHFWO\FRPSHWHVDJDLQVWXVHUHFRPELQDQWKHSDWLWLV%VXUIDFHDQWLJHQ ȐU+%V$JȑRUȐ+%V$Jȑ WRHOLFLW
DQLPPXQHUHVSRQVHWRWKHYLUXV7KHRWKHU)'$DSSURYHG+%9YDFFLQHVXVHDOXPLQXPDVDQDGMXYDQWDQGZHXVHRXUSURSULHWDU\7ROO/LNH
5HFHSWRU Ȑ7/5ȍ DJRQLVWDGMXYDQW,Q3KDVHWULDOV+(3/,6$9%GHPRQVWUDWHGIDVWHUDQGKLJKHUUDWHVRISURWHFWLRQDQGLQFUHDVHGDQWLERG\WLWHUVDQG
LQFUHDVHGVHURFRQYHUVLRQUDWHVLQDJHQHUDODGXOWSRSXODWLRQDQGDGXOWSRSXODWLRQVZLWKUHGXFHGUHVSRQVLYHQHVVZLWKWZRGRVHVLQRQHPRQWKFRPSDUHGWR
WKUHHGRVHVRYHUVL[PRQWKVUHTXLUHGIRUDFRPSHWLWRUSURGXFWFRQWDLQLQJDOXPDQGLWKDGDVLPLODUVDIHW\SURILOH
7ROOOLNH5HFHSWRU,PPXQH0RGXODWLRQ3ODWIRUP
7ROOOLNHUHFHSWRUV Ȑ7/5Vȑ DUHDIDPLO\RIWUDQVPHPEUDQHSURWHLQVWKDWSOD\DYLWDOUROHLQLQQDWHLPPXQLW\DQGVXEVHTXHQWDGDSWLYHLPPXQLW\
6LJQDOLQJWKURXJKWKHVHUHFHSWRUVLVWULJJHUHGE\WKHELQGLQJRIDYDULHW\RISDWKRJHQDVVRFLDWHGPROHFXOHVDQGLVHVVHQWLDOWRJHQHUDWLRQRILQQDWH
LPPXQLW\7KHLQQDWHLPPXQHUHVSRQVHLVLQHIIHFWWKHILUVWOLQHRIGHIHQVHDJDLQVWYLUXVHVEDFWHULDDQGRWKHUSRWHQWLDOSDWKRJHQV7KHLQQDWHUHVSRQVH
DOVRLQLWLDWHVDQGUHJXODWHVWKHJHQHUDWLRQRIDQDGDSWLYHLPPXQHUHVSRQVHFRPSRVHGRIKLJKO\VSHFLILFDQWLERGLHVDQG7FHOOV2XUZRUNKDVEHHQIRFXVHG
SULPDULO\RQVWLPXODWLRQRIDVXEVHWRI7/5VWKDWKDYHHYROYHGWRUHFRJQL]HEDFWHULDODQGYLUDOQXFOHLFDFLGV7KLVZRUNUHVXOWHGLQWKHLGHQWLILFDWLRQRI
SURSULHWDU\V\QWKHWLFROLJRQXFOHRWLGHV VKRUWVHJPHQWVRI'1$ WKDWPLPLFWKHDFWLYLW\RIPLFURELDO'1$DQGVHOHFWLYHO\DFWLYDWHRQHRIWKHVHLPSRUWDQW
UHFHSWRUV7/57KHVHDUHFDOOHG&S*ROLJRQXFOHRWLGHVȈ&S*VIRUVKRUWȈUHIHUULQJWRWKHSUHVHQFHRIVSHFLILFQXFOHRWLGHVHTXHQFHVFRQWDLQLQJWKH&*
EDVHSDLU
2XUYDFFLQHUHVHDUFKWRGDWHKDVIRFXVHGRQWKHXVHRI7/5DJRQLVWVDVQRYHOYDFFLQHDGMXYDQWV&S*%&ODVV7/5DJRQLVWVVXFKDVRXU
YDFFLQHDGMXYDQWVWLPXODWHUHOHDVHRIF\WRNLQHVQHFHVVDU\IRU7FHOODFWLYDWLRQDQGHVWDEOLVKLQJORQJWHUPLPPXQLW\7/5VWLPXODWLRQDOVRKHOSVJHQHUDWH
PHPRU\7+HOSHU Ȑ7Kȑ FHOOVWKDWFDQVWLPXODWHWKHLPPXQHV\VWHPWRLQGXFHORQJODVWLQJHIIHFWV$VDUHVXOW7/5DGMXYDQWHGYDFFLQHVLQGXFHD
VSHFLILF7KLPPXQHUHVSRQVHDQGGXUDEOHOHYHOVRISURWHFWLYHDQWLERGLHV
285675$7(*<
2XUSULPDU\REMHFWLYHLVWRPDNH+(3/,6$9%WKHVWDQGDUGRIFDUHLQWKH86IRULPPXQL]DWLRQRIDGXOWVDJDLQVWKHSDWLWLV%2XUVWUDWHJ\LVWR
IRFXVRXUFRPPHUFLDOHIIRUWVRQ


ȕ

FRQYHUWLQJWKHFXUUHQWPDUNHWWR+(3/,6$9%



ȕ

GHYHORSPHQWRIDGRVLQJUHJLPHQIRUWKHGLDO\VLVVHJPHQW



ȕ

H[SDQGLQJDGXOWLPPXQL]DWLRQDQGFRYHUDJHUDWHV



ȕ

LQFUHDVLQJVHFRQGGRVHFRPSOLDQFHDQG



ȕ

H[SDQVLRQRIWKHPDUNHWWRSHUVRQVZLWKGLDEHWHV


,Q0DUFKZHVXEPLWWHGDQGWKH(XURSHDQ0HGLFLQHV$JHQF\ Ȑ(0$ȑ DFFHSWHGRXU0DUNHWLQJ$XWKRUL]DWLRQ$SSOLFDWLRQ Ȑ0$$ȑ IRU
+(3/,6$9%:HDUHH[SORULQJWHUULWRULHVZKHUHLWZRXOGEHFRPPHUFLDOO\IHDVLEOHWRPDUNHWRQRXURZQRUWKURXJKWKLUGSDUWLHV
:HDOVRDUHHYDOXDWLQJDSSOLFDWLRQRIRXUDGMXYDQWWHFKQRORJ\WRDGGLWLRQDOYDFFLQHVLQFOXGLQJRXUDGMXYDQW2XULQLWLDOSURJUDPLVD
FROODERUDWLRQZLWKWKH6HUXP,QVWLWXWHRI,QGLD3YW/WGWRGHYHORSDQLPSURYHGSHUWXVVLVYDFFLQH
+(3/,6$9%
7KH&RPSDQ\ VILUVWFRPPHUFLDOSURGXFW+(3/,6$9% +HSDWLWLV%9DFFLQH 5HFRPELQDQW $GMXYDQWHG LVDSSURYHGE\WKH)'$IRUSUHYHQWLRQ
RILQIHFWLRQFDXVHGE\DOONQRZQVXEW\SHVRIKHSDWLWLV%YLUXVLQDGXOWVDJH\HDUVDQGROGHU
+(3/,6$9%FRPELQHVRXUSURSULHWDU\7/5DJRQLVWDGMXYDQWDQGUHFRPELQDQWKHSDWLWLV%VXUIDFHDQWLJHQ ȐU+%V$JȑRUȐ+%V$Jȑ WKDWLV
PDQXIDFWXUHGE\'\QDYD[*PE+RXUZKROO\RZQHGVXEVLGLDU\LQ'¼VVHOGRUI*HUPDQ\$ERXW+HSDWLWLV%
+HSDWLWLV%LVDYLUDOGLVHDVHRIWKHOLYHUWKDWFDQEHFRPHFKURQLFDQGOHDGWRFLUUKRVLVRIWKHOLYHUOLYHUFDQFHUDQGGHDWK+HSDWLWLV%YLUXVLVDQ
H[WUHPHO\LQIHFWLRXVDQGSRWHQWLDOO\GHDGO\YLUXV,WFDQEHVSUHDGWKURXJKWKHH[FKDQJHRIERG\IOXLGVVXFKDVVHPHQRUEORRGDQGLVWRWLPHVPRUH
LQIHFWLRXVWKDQ+,9
+HSDWLWLV%FDQEHHLWKHUDFXWHRUFKURQLF$FXWHKHSDWLWLV%YLUXVLQIHFWLRQLVDVKRUWWHUPLOOQHVVWKDWRFFXUVZLWKLQWKHILUVWVL[PRQWKVDIWHU
H[SRVXUHWRWKHKHSDWLWLV%YLUXV$FXWHLQIHFWLRQFDQȉEXWGRHVQRWDOZD\VȉOHDGWRFKURQLFLQIHFWLRQ&KURQLFKHSDWLWLV%YLUXVLQIHFWLRQLVDORQJWHUP
LOOQHVVWKDWRFFXUVZKHQWKHKHSDWLWLV%YLUXVUHPDLQVLQDSHUVRQȍVERG\
7KHUHLVQRFXUHIRUKHSDWLWLV%EXWWKHGLVHDVHFDQEHSUHYHQWHGWKURXJKHIIHFWLYHYDFFLQDWLRQ7KH:RUOG+HDOWK2UJDQL]DWLRQ Ȑ:+2ȑ DQG
&HQWHUVIRU'LVHDVH&RQWURODQG3UHYHQWLRQ Ȑ&'&ȑ KDYHVHWDJRDOWRHOLPLQDWHDOOYLUDOKHSDWLWLVLQIHFWLRQVLQFOXGLQJKHSDWLWLV%JOREDOO\E\DQG
DUHFDOOLQJIRUDFRQWLQXHGFRPPLWPHQWWRLQFUHDVHVHUYLFHVWRHOLPLQDWHKHSDWLWLV
:RUOGZLGHDQHVWLPDWHGPLOOLRQSHRSOHDUHOLYLQJZLWKKHSDWLWLV%LQFOXGLQJDWOHDVWLQWKH8QLWHG6WDWHVZKHUHDQHVWLPDWHG
QHZLQIHFWLRQVRFFXUHDFK\HDU
,QDGXOWVVH[XDOWUDQVPLVVLRQRIKHSDWLWLV%PD\RFFXUSDUWLFXODUO\LQXQYDFFLQDWHGPHQZKRKDYHVH[ZLWKPHQDQGKHWHURVH[XDOSHUVRQVZKR
KDYHPXOWLSOHVH[SDUWQHUVRUFRQWDFWZLWKVH[ZRUNHUV7UDQVPLVVLRQRIWKHYLUXVPD\DOVRRFFXUWKURXJKWKHUHXVHRIQHHGOHVDQGV\ULQJHVHLWKHULQ
KHDOWKFDUHVHWWLQJVRUDPRQJSHUVRQVZKRLQMHFWGUXJV,QIHFWLRQDOVRFDQRFFXUGXULQJPHGLFDOVXUJLFDODQGGHQWDOSURFHGXUHVWKURXJKWDWWRRLQJRUWKHXVH
RIUD]RUVFRQWDPLQDWHGZLWKLQIHFWHGEORRG
3UHYHQWLRQLQ$GXOWVZLWK(IIHFWLYH9DFFLQDWLRQ
$GXOWYDFFLQDWLRQWRSUHYHQWKHSDWLWLV%LVUHFRPPHQGHGE\WKH&'&$GYLVRU\&RPPLWWHHRQ,PPXQL]DWLRQ3UDFWLFHV Ȑ$&,3ȑ IRUPDQ\DWULVN
SRSXODWLRQVLQFOXGLQJFHUWDLQKHDOWKFDUHDQGSXEOLFVDIHW\ZRUNHUVSHRSOHZLWKGLDEHWHVDQGWUDYHOHUV7KH$&,3UHFRPPHQGDWLRQLQFOXGHVDGXOWVZLWKWKH
IROORZLQJULVNV


ȕ

(QYLURQPHQWDO5HODWHG5LVN+HDOWKFDUHDQGILUVWUHVSRQGHUVWUDYHOHUVSHUVRQVZKRDUHLQFORVHFRQWDFWZLWKKHSDWLWLV%LQIHFWHGSDWLHQWV
UHVLGHQWVDQGVWDIIRIIDFLOLWLHVIRUGHYHORSPHQWDOO\GLVDEOHGDQGWKRVHZKRZRUNZLWK+%9LQIHFWHGSULPDWHVRU+%9LQWKHODE



ȕ

,QFUHDVHG5LVNRU6HYHULW\RI'LVHDVHGXHWR&KURQLF&RQGLWLRQV$GXOWVZLWKGLDEHWHVHQGVWDJHUHQDOGLVHDVH+,9DQGFKURQLFOLYHU
GLVHDVH



ȕ

%HKDYLRUDO5LVNȈ0HQZKRKDYHVH[ZLWKPHQSHUVRQVZLWKPXOWLSOHVH[SDUWQHUV67'FOLQLFSDWLHQWVLQPDWHV,9GUXJXVHUV


3URWHFWLRQ$JDLQVW+HSDWLWLV%
7KHDSSURYDORI+(3/,6$9%ZDVEDVHGRQGDWDIURPWKUHH3KDVHQRQLQIHULRULW\WULDOVRIQHDUO\DGXOWSDUWLFLSDQWVZKRUHFHLYHG
+(3/,6$9%7KHVHSLYRWDOVWXGLHVFRPSDUHG+(3/,6$9%DGPLQLVWHUHGLQWZRGRVHVRYHURQHPRQWKWR(QJHUL[%nDGPLQLVWHUHGLQWKUHHGRVHVRYHUD
VL[PRQWKVFKHGXOH5HVXOWVIURP+%9WKHODUJHVW3KDVHWULDOZKLFKLQFOXGHGSDUWLFLSDQWVVKRZHGWKDW+(3/,6$9%GHPRQVWUDWHGD
VWDWLVWLFDOO\VLJQLILFDQWO\KLJKHUUDWHRISURWHFWLRQRIFRPSDUHGZLWKIRU(QJHUL[%$FURVVWKHWKUHHFOLQLFDOWULDOVWKHPRVWFRPPRQORFDO
UHDFWLRQZDVLQMHFWLRQVLWHSDLQ WR 7KHPRVWFRPPRQV\VWHPLFUHDFWLRQVZHUHIDWLJXH WR DQGKHDGDFKH WR 
:HDUHFRQGXFWLQJDQRSHQODEHOVLQJOHDUPVWXG\HYDOXDWLQJ+(3/,6$9%LQDGXOWVZLWKHQGVWDJHUHQDOGLVHDVHZKRDUHLQLWLDWLQJRUXQGHUJRLQJ
KHPRGLDO\VLV7KHVWXG\LVGHVLJQHGWRHYDOXDWHWKHLPPXQRJHQLFLW\DQGVDIHW\RIDIRXUGRVHUHJLPHQLQWKHVHVXEMHFWV,QLWLDOGDWDDUHH[SHFWHGGXULQJ

&RPPHUFLDOL]DWLRQRI+(3/,6$9%LQWKH8QLWHG6WDWHV
'\QDYD[KDVZRUOGZLGHFRPPHUFLDOULJKWVWR+(3/,6$9%7KHUHDUHWKUHHRWKHUYDFFLQHVDSSURYHGIRUWKHSUHYHQWLRQRIKHSDWLWLV%LQWKH86
(QJHUL[%DQG7ZLQUL[nIURP*OD[R6PLWK.OLQHSOF Ȑ*6.ȑ DQG5HFRPELYD[+%nIURP0HUFN &R Ȑ0HUFNȑ 
7RWDO86JURVVVDOHVIRUDGXOWKHSDWLWLV%YDFFLQHVDUHHVWLPDWHGWREHDSSUR[LPDWHO\PLOOLRQDQQXDOO\7KHPDUNHWRSSRUWXQLW\FRXOGLQFUHDVH
WRRYHUPLOOLRQLQJURVVVDOHVDQQXDOO\ZLWKH[SDQGLQJDGXOWLPPXQL]DWLRQDQGFRYHUDJHUDWHVLQFUHDVHGVHFRQGGRVHFRPSOLDQFHSULFHLQFUHDVHVDQG
H[SDQVLRQRIXVHLQSHUVRQVZLWKGLDEHWHV7KHODUJHVWVHJPHQWVRIWKHPDUNHWDUHFRQFHQWUDWHGLQLQGHSHQGHQWKRVSLWDOVDQGFOLQLFVLQWHJUDWHGGHOLYHU\
QHWZRUNVGLDO\VLVFHQWHUVSXEOLFKHDOWKFOLQLFVDQGSULVRQVWKH'HSDUWPHQWVRI'HIHQVHDQG9HWHUDQV$IIDLUVDQGUHWDLOSKDUPDFLHV2XUSURPRWLRQDO
DFWLYLW\LVIRFXVHGRQWKHODUJHVWDFFRXQWVLQHDFKVHJPHQW:HDUHFXUUHQWO\WDUJHWLQJDSSUR[LPDWHO\RIKHSDWLWLV%YDFFLQHVDOHVLQWKH86ZLWKRXU
ILHOGVDOHVIRUFHRIDSSUR[LPDWHO\SHRSOHDFURVVUHJLRQV:HDUHFXUUHQWO\VWXG\LQJDIRXUGRVHUHJLPHQRI+(3/,6$9%IRUSDWLHQWVRQKHPRGLDO\VLV
8SRQDYDLODELOLW\RIWKLVGRVLQJVFKHGXOHZHH[SHFWWRDGGGLDO\VLVFHQWHUVWRRXUSHUVRQDOSURPRWLRQHIIRUWVZKLFKFRXOGLQFUHDVHRXUFRYHUDJHRIWKH86
PDUNHWWRDSSUR[LPDWHO\
,QODWHWKH$&,3H[SDQGHGLWVUHFRPPHQGDWLRQIRUDGXOWVZKRVKRXOGEHYDFFLQDWHGDJDLQVWKHSDWLWLV%WRLQFOXGHSHRSOHZLWKGLDEHWHV
PHOOLWXV W\SHDQGW\SH $FFRUGLQJWRWKH&'&WKHUHDUHPLOOLRQDGXOWVGLDJQRVHGZLWKGLDEHWHVDQGDQRWKHUPLOOLRQQHZFDVHVGLDJQRVHGHDFK
\HDU7KLVSRSXODWLRQUHSUHVHQWVDVLJQLILFDQWLQFUHDVHLQWKHQXPEHURIDGXOWVUHFRPPHQGHGIRUYDFFLQDWLRQDJDLQVWKHSDWLWLV%LQWKH86$GGLWLRQDO
VRXUFHVRISRWHQWLDOJURZWKLQWKHPDUNHWRSSRUWXQLW\LQFOXGHLPSURYHGVHFRQGGRVHFRPSOLDQFHDQGLQFUHDVHVLQDGXOWLPPXQL]DWLRQDQGFRYHUDJHUDWHV
3RVW0DUNHWLQJ2EOLJDWLRQV5HODWHGWR+(3/,6$9%
2XU)'$DSSURYDOLVVXEMHFWWRFHUWDLQSRVWPDUNHWLQJREOLJDWLRQV)RUH[DPSOHZHDUHFRQGXFWLQJDQREVHUYDWLRQDOFRPSDUDWLYHVWXG\RI
+(3/,6$9%WR(QJHUL[%WRDVVHVVRFFXUUHQFHRIDFXWHP\RFDUGLDOLQIDUFWLRQRU$0,7KLVVWXG\ZDVLQLWLDWHGLQ$XJXVWDQGLVVFKHGXOHGWR
FRQWLQXHWKURXJK1RYHPEHU,Q'HFHPEHUZHILOHGZLWKWKH)'$DFXPXODWLYHUHSRUWRQERWKLQWHULPDQDO\VHVRIWKHVWXG\7KHHYHQWUDWHV
UHIOHFWHGLQWKHLQWHULPDQDO\VHVZHUHVLPLODUEHWZHHQWKHWZRWUHDWPHQWDUPV7KHLQGHSHQGHQWGDWDPRQLWRULQJFRPPLWWHHFRQFXUUHGWKHDQDO\VHVVKRZHG
QRHYLGHQFHRIDQLQFUHDVHLQ$0,HYHQWVLQWKH+(3/,6$9%DUPDVFRPSDUHGWRWKH(QJHUL[%DUP
,17(//(&78$/3523(57<
2XUFRPPHUFLDOVXFFHVVGHSHQGVLQSDUWRQRXUDELOLW\WRREWDLQDQGPDLQWDLQSURSULHWDU\SURWHFWLRQIRURXUSURGXFWFDQGLGDWHVWHFKQRORJ\DQG
NQRZKRZWRRSHUDWHZLWKRXWLQIULQJLQJWKHSURSULHWDU\ULJKWVRIRWKHUVDQGWRSUHYHQWRWKHUVIURPLQIULQJLQJRXUSURSULHWDU\ULJKWV*HQHUDOO\ZHVHHN
SDWHQWSURWHFWLRQLQWKH86DQGIRUHLJQFRXQWULHVRQDVHOHFWLYHEDVLVWRIXUWKHUSURWHFWWKHLQYHQWLRQVWKDWZHRURXUSDUWQHUVFRQVLGHULPSRUWDQWWRWKH
GHYHORSPHQWRIRXUEXVLQHVV:HDOVRUHO\RQWUDGHVHFUHWVDQGFRQWUDFWVWRSURWHFWRXUSURSULHWDU\LQIRUPDWLRQ
$VRI'HFHPEHURXULQWHOOHFWXDOSURSHUW\SRUWIROLRLQFOXGHGRYHULVVXHG86SDWHQWVRYHULVVXHGRUJUDQWHGIRUHLJQSDWHQWVDQG
RYHUDGGLWLRQDORZQHGRUFRRZQHGSHQGLQJ86DQGIRUHLJQSDWHQWDSSOLFDWLRQVFODLPLQJFRPSRVLWLRQVFRQWDLQLQJ7/5DJRQLVWVRUDQWDJRQLVWV
PHWKRGVRIXVHDQGRUPHWKRGVRIPDQXIDFWXUHWKHUHRI0RVWRIWKHVHSDWHQWVDQGSDWHQWDSSOLFDWLRQVUHODWHWRRXUGLVFRQWLQXHGLPPXQRRQFRORJ\
SURJUDPV:HKDYHWKUHHLVVXHG86SDWHQWVUHODWLQJWRFHUWDLQXVHVRI+(3/,6$9%WKDWH[SLUHLQ


,QGLYLGXDOSDWHQWVH[WHQGIRUYDU\LQJSHULRGVGHSHQGLQJRQWKHGDWHRIILOLQJRIWKHSDWHQWDSSOLFDWLRQRUWKHGDWHRISDWHQWLVVXDQFHDQGWKHOHJDO
WHUPRISDWHQWVLQWKHFRXQWULHVLQZKLFKWKH\DUHREWDLQHG*HQHUDOO\SDWHQWVLVVXHGLQWKH86DUHHIIHFWLYHIRU


ȕ

WKHORQJHURI\HDUVIURPWKHLVVXHGDWHRU\HDUVIURPWKHHDUOLHVWHIIHFWLYHILOLQJGDWHLIWKHSDWHQWDSSOLFDWLRQZDVILOHGSULRUWR-XQH
DQG



ȕ

\HDUVIURPWKHHDUOLHVWHIIHFWLYHILOLQJGDWHLIWKHSDWHQWDSSOLFDWLRQZDVILOHGRQRUDIWHU-XQH

,QDGGLWLRQLQFHUWDLQLQVWDQFHVDSDWHQWWHUPFDQEHH[WHQGHGWRUHFDSWXUHDSRUWLRQRIWKHWHUPHIIHFWLYHO\ORVWDVDUHVXOWRIWKH)'$UHJXODWRU\
UHYLHZSHULRG7KHGXUDWLRQRISDWHQWVYDULHVLQDFFRUGDQFHZLWKSURYLVLRQVRIDSSOLFDEOHORFDOODZEXWW\SLFDOO\LV\HDUVIURPWKHILOLQJGDWH2XUSDWHQW
HVWDWHEDVHGRQSDWHQWVH[LVWLQJQRZDQGH[SHFWHGE\XVWRLVVXHEDVHGRQSHQGLQJDSSOLFDWLRQVZLOOH[SLUHRQGDWHVUDQJLQJIURPWR
7KHDFWXDOSURWHFWLRQDIIRUGHGE\DSDWHQWYDULHVRQDSURGXFWE\SURGXFWEDVLVIURPFRXQWU\WRFRXQWU\DQGGHSHQGVXSRQPDQ\IDFWRUVLQFOXGLQJ
WKHW\SHRISDWHQWWKHVFRSHRILWVFRYHUDJHWKHDYDLODELOLW\RIUHJXODWRU\UHODWHGH[WHQVLRQVWKHDYDLODELOLW\RIOHJDOUHPHGLHVLQDSDUWLFXODUFRXQWU\DQG
WKHYDOLGLW\DQGHQIRUFHDELOLW\RIWKHSDWHQWV
%HFDXVHSDWHQWDSSOLFDWLRQVLQWKH86DQGPDQ\IRUHLJQMXULVGLFWLRQVW\SLFDOO\DUHQRWSXEOLVKHGXQWLOPRQWKVDIWHUILOLQJDQGSXEOLFDWLRQVRI
GLVFRYHULHVLQWKHVFLHQWLILFOLWHUDWXUHRIWHQODJEHKLQGDFWXDOGLVFRYHULHVZHFDQQRWEHFHUWDLQWKDWZHZHUHWKHILUVWWRPDNHWKHLQYHQWLRQVFODLPHGLQHDFK
RIRXULVVXHGSDWHQWVRUSHQGLQJSDWHQWDSSOLFDWLRQVRUWKDWZHZHUHWKHILUVWWRLQYHQWDQGRUWKHILUVWWRILOHIRUSURWHFWLRQRIWKHLQYHQWLRQVVHWIRUWKLQ
WKHVHSDWHQWDSSOLFDWLRQV7KH863DWHQWDQG7UDGHPDUN2IILFH Ȑ372ȑ PD\GHFODUHLQWHUIHUHQFHSURFHHGLQJVWRGHWHUPLQHWKHSULRULW\RILQYHQWLRQVZLWK
UHVSHFWWRRXUSDWHQWDSSOLFDWLRQVDQGWKRVHRIRWKHUSDUWLHVRUUHH[DPLQDWLRQRUUHLVVXHSURFHHGLQJVWRGHWHUPLQHLIWKHVFRSHRIDSDWHQWVKRXOGEH
QDUURZHG
2XUFRPPHUFLDOVXFFHVVGHSHQGVVLJQLILFDQWO\RQRXUDELOLW\WRRSHUDWHZLWKRXWLQIULQJLQJSDWHQWVDQGSURSULHWDU\ULJKWVRIWKLUGSDUWLHV$QXPEHU
RISKDUPDFHXWLFDOFRPSDQLHVDQGELRWHFKQRORJ\FRPSDQLHVDVZHOODVXQLYHUVLWLHVDQGUHVHDUFKLQVWLWXWLRQVPD\KDYHILOHGSDWHQWDSSOLFDWLRQVRUPD\
KDYHEHHQJUDQWHGSDWHQWVWKDWFRYHULQYHQWLRQVVLPLODUWRWKHLQYHQWLRQVRZQHGRUOLFHQVHGWRXV:HFDQQRWGHWHUPLQHZLWKFHUWDLQW\ZKHWKHUSDWHQWVRU
SDWHQWDSSOLFDWLRQVRIRWKHUSDUWLHVPD\PDWHULDOO\DIIHFWRXUDELOLW\WRPDNHXVHRUVHOODQ\SURGXFWV,IDQRWKHUSDUW\FRQWUROVSDWHQWVRUSDWHQW
DSSOLFDWLRQVFRYHULQJRXUSURGXFWVZHPD\QRWEHDEOHWRREWDLQWKHULJKWVZHQHHGWRWKRVHSDWHQWVRUSDWHQWDSSOLFDWLRQVLQRUGHUWRFRPPHUFLDOL]HRXU
SURGXFWV2QHRIRXUFRPSHWLWRUV0HUFNLVDQH[FOXVLYHOLFHQVHHRIDQXPEHURIEURDGSDWHQWVFRYHULQJ+%V$JDFRPSRQHQWRI+(3/,6$9%:HKDYHD
QRQH[FOXVLYHOLFHQVHWRWKRVHSDWHQWVFRQWUROOHGE\0HUFNZKLFKZDVREWDLQHGLQ
/LWLJDWLRQPD\EHQHFHVVDU\WRHQIRUFHSDWHQWVLVVXHGRUOLFHQVHGWRXVRUWRGHWHUPLQHWKHVFRSHRUYDOLGLW\RIDQRWKHUSDUW\ȍVSURSULHWDU\ULJKWV
7KHH[LVWHQFHRIWKLUGSDUW\SDWHQWDSSOLFDWLRQVDQGSDWHQWVFRXOGVLJQLILFDQWO\UHGXFHWKHFRYHUDJHRIWKHSDWHQWVRZQHGE\RUOLFHQVHGWRXVDQGOLPLWRXU
DELOLW\WRREWDLQPHDQLQJIXOSDWHQWSURWHFWLRQ)RUH[DPSOH3IL]HU,QFKDVLVVXHG86DQGIRUHLJQSDWHQWFODLPVDVZHOODVSDWHQWFODLPVSHQGLQJZLWKWKH
372DQGIRUHLJQSDWHQWRIILFHVWKDWLIKHOGWREHYDOLGFRXOGUHTXLUHXVWRREWDLQDOLFHQVHLQRUGHUWRFRPPHUFLDOL]HRQHRUPRUHRIRXUIRUPXODWLRQVRI
7/5DJRQLVWRWKHUWKDQZLWKUHVSHFWWR+(3/,6$9%IRUZKLFKZHKDYHDOLFHQVH/LWLJDWLRQRUDQ\RWKHUSURFHHGLQJVVXFKDVSDWHQWLQWHUIHUHQFHVFRXOG
UHVXOWLQVXEVWDQWLDOFRVWVWRDQGGLYHUVLRQRIHIIRUWE\XVDQGDQDGYHUVHRXWFRPHLQDFRXUWRUSDWHQWRIILFHFRXOGVXEMHFWXVWRVLJQLILFDQWOLDELOLWLHV
UHTXLUHGLVSXWHGULJKWVWREHOLFHQVHGIURPRWKHUSDUWLHVRUUHTXLUHXVWRFHDVHXVLQJVRPHRIRXUWHFKQRORJ\:HPD\QRWSUHYDLOLQWKHVHDFWLRQVRU
SURFHHGLQJVLIDQ\
,QDGGLWLRQRWKHUSDUWLHVPD\GXSOLFDWHGHVLJQDURXQGRULQGHSHQGHQWO\GHYHORSVLPLODURUDOWHUQDWLYHWHFKQRORJLHVWRRXUVRURXUOLFHQVRUV
:HPD\UHO\LQVRPHFLUFXPVWDQFHVRQWUDGHVHFUHWVDQGFRQILGHQWLDOLW\DJUHHPHQWVWRSURWHFWRXUWHFKQRORJ\$OWKRXJKWUDGHVHFUHWVDUHGLIILFXOW
WRSURWHFWZKHUHYHUSRVVLEOHZHXVHFRQILGHQWLDOGLVFORVXUHDJUHHPHQWVWRSURWHFWWKHSURSULHWDU\QDWXUHRIRXUWHFKQRORJ\2XUSROLF\LVWRUHTXLUHHDFKRI
RXUFRPPHUFLDOSDUWQHUVHPSOR\HHVFRQVXOWDQWVDQGDGYLVRUVWRHQWHULQWRDQDJUHHPHQWEHIRUHEHJLQQLQJWKHLUHPSOR\PHQWFRQVXOWLQJRUDGYLVRU\
UHODWLRQVKLSZLWKXVWKDWLQJHQHUDOSURYLGHVWKDWWKHLQGLYLGXDOVPXVWNHHSFRQILGHQWLDODQGQRWGLVFORVHWRRWKHUSDUWLHVDQ\RIRXUFRQILGHQWLDOLQIRUPDWLRQ
GHYHORSHGRUOHDUQHGE\WKHLQGLYLGXDOVGXULQJWKHFRXUVHRIWKHLUUHODWLRQVKLSZLWKXVH[FHSWLQOLPLWHGFLUFXPVWDQFHV7KHVHDJUHHPHQWVDOVRJHQHUDOO\
SURYLGHWKDWZHRZQDOOLQYHQWLRQVFRQFHLYHGE\WKHLQGLYLGXDOVLQWKHFRXUVHRIUHQGHULQJWKHLUHPSOR\PHQWRUVHUYLFHVWRXV+RZHYHUWKHUHFDQEHQR
DVVXUDQFHWKDWWKHVHDJUHHPHQWVZLOOQRWEHEUHDFKHGWKDWZHZLOOKDYHDGHTXDWHUHPHGLHVIRUDQ\EUHDFKRUWKDWRXUWUDGHVHFUHWVDQGRUSURSULHWDU\
LQIRUPDWLRQZLOOQRWRWKHUZLVHEHFRPHNQRZQRUEHLQGHSHQGHQWO\GLVFRYHUHGE\FRPSHWLWRUV7RWKHH[WHQWWKDWRXUHPSOR\HHVFRQVXOWDQWVRUFRQWUDFWRUV
XVHLQWHOOHFWXDOSURSHUW\RZQHGE\RWKHUVLQWKHLUZRUNIRUXVGLVSXWHVPD\DOVRDULVHDVWRWKHULJKWVLQUHODWHGRUUHVXOWLQJNQRZKRZDQGLQYHQWLRQV


&203(7,7,21
7KHELRWHFKQRORJ\DQGSKDUPDFHXWLFDOLQGXVWULHVDUHFKDUDFWHUL]HGE\UDSLGO\DGYDQFLQJWHFKQRORJLHVLQWHQVHFRPSHWLWLRQDQGDVWURQJHPSKDVLV
RQSURSULHWDU\SURGXFWV2XUSURGXFWVDQGGHYHORSPHQWSURJUDPVWDUJHWDQXPEHURIDUHDVLQFOXGLQJYDFFLQHDGMXYDQWVFDQFHULPPXQRWKHUDS\DQG
DXWRLPPXQHDQGLQIODPPDWRU\GLVHDVHV7KHUHDUHPDQ\FRPPHUFLDOO\DYDLODEOHSURGXFWVIRUWKHSUHYHQWLRQDQGWUHDWPHQWRIWKHVHGLVHDVHV0DQ\
FRPSDQLHVDQGLQVWLWXWLRQVDUHPDNLQJVXEVWDQWLDOLQYHVWPHQWVLQGHYHORSLQJDGGLWLRQDOSURGXFWVWRWUHDWWKHVHGLVHDVHVWKDWFRXOGFRPSHWHGLUHFWO\RU
LQGLUHFWO\ZLWKRXUSURGXFWVXQGHUGHYHORSPHQW
+(3/,6$9%DWZRGRVHLQRQHPRQWKDGXOWKHSDWLWLV%YDFFLQHFRPSHWHVGLUHFWO\ZLWKFRQYHQWLRQDOWKUHHGRVHRYHUVL[PRQWKVPDUNHWHG
YDFFLQHV(QJHUL[%IURP*6.DVZHOODV5HFRPELYD[+%PDUNHWHGE\0HUFN7KHUHDUHDOVRPRGLILHGVFKHGXOHVRIFRQYHQWLRQDOKHSDWLWLV%YDFFLQHVIRU
OLPLWHGDJHUDQJHVWKDWDUHDSSURYHGLQWKH(XURSHDQ8QLRQDQG86,QDGGLWLRQ+(3/,6$9%FRPSHWHVDJDLQVW7ZLQUL[DELYDOHQWYDFFLQHPDUNHWHGE\
*6.IRUSURWHFWLRQDJDLQVWKHSDWLWLV%DQGKHSDWLWLV$$WKUHHGRVH+%9YDFFLQHLVUHSRUWHGWREHXQGHUGHYHORSPHQWE\9%,9DFFLQHV,QF Ȑ9%,ȑ 
:HDUHLQFRPSHWLWLRQZLWKFRPSDQLHVGHYHORSLQJYDFFLQHVDQGYDFFLQHDGMXYDQWVLQFOXGLQJ*6.3IL]HU,QF6DQRIL6$0HUFN6HTLUXV
$JHQXV,QF(PHUJHQW%LR6ROXWLRQV,QF1RYDYD[,QF0HGLFDJR,QF9DOQHYD6(DQG9%,
0DQ\RIWKHHQWLWLHVGHYHORSLQJRUPDUNHWLQJWKHVHFRPSHWLQJSURGXFWVKDYHVLJQLILFDQWO\JUHDWHUILQDQFLDOUHVRXUFHVDQGH[SHUWLVHLQUHVHDUFKDQG
GHYHORSPHQWPDQXIDFWXULQJSUHFOLQLFDOWHVWLQJFRQGXFWLQJFOLQLFDOWULDOVREWDLQLQJUHJXODWRU\DSSURYDOVDQGPDUNHWLQJWKDQZHGR6PDOOHURUHDUO\VWDJH
FRPSDQLHVPD\DOVRSURYHWREHVLJQLILFDQWFRPSHWLWRUVSDUWLFXODUO\WKURXJKFROODERUDWLYHDJUHHPHQWVZLWKODUJHHVWDEOLVKHGFRPSDQLHVZLWKDFFHVVWR
FDSLWDO7KHVHHQWLWLHVPD\DOVRFRPSHWHZLWKXVLQUHFUXLWLQJDQGUHWDLQLQJTXDOLILHGVFLHQWLILFDQGPDQDJHPHQWSHUVRQQHODVZHOODVLQDFTXLULQJ
WHFKQRORJLHVFRPSOHPHQWDU\WRRUQHFHVVDU\IRURXUSURJUDPV
5(*8/$725<&216,'(5$7,216
*RYHUQPHQW5HJXODWLRQ
7KH)'$DQGFRPSDUDEOHUHJXODWRU\DJHQFLHVLQVWDWHDQGORFDOMXULVGLFWLRQVDQGLQIRUHLJQFRXQWULHVLPSRVHH[WHQVLYHUHTXLUHPHQWVXSRQWKH
FOLQLFDOGHYHORSPHQWSUHPDUNHWDSSURYDOPDQXIDFWXUHODEHOLQJPDUNHWLQJSURPRWLRQSULFLQJLPSRUWH[SRUWVWRUDJHDQGGLVWULEXWLRQRI
ELRSKDUPDFHXWLFDOV7KHVHDJHQFLHVDQGRWKHUUHJXODWRU\DJHQFLHVUHJXODWHUHVHDUFKDQGGHYHORSPHQWDFWLYLWLHVDQGWKHWHVWLQJDSSURYDOPDQXIDFWXUH
TXDOLW\FRQWUROVDIHW\HIIHFWLYHQHVVODEHOLQJVWRUDJHUHFRUGNHHSLQJDGYHUWLVLQJDQGSURPRWLRQRIGUXJVDQGELRORJLFV)DLOXUHWRFRPSO\ZLWKDSSOLFDEOH
)'$RUIRUHLJQUHJXODWRU\DJHQF\UHTXLUHPHQWVPD\UHVXOWLQZDUQLQJOHWWHUVILQHVFLYLORUFULPLQDOSHQDOWLHVDGGLWLRQDOUHSRUWLQJREOLJDWLRQVDQGRU
DJHQF\RYHUVLJKWVXVSHQVLRQRUGHOD\VLQFOLQLFDOGHYHORSPHQWUHFDOORUVHL]XUHRISURGXFWVSDUWLDORUWRWDOVXVSHQVLRQRISURGXFWLRQRUZLWKGUDZDORID
SURGXFWIURPWKHPDUNHW
,QWKH8QLWHG6WDWHVWKH)'$UHJXODWHVGUXJSURGXFWVXQGHUWKH)HGHUDO)RRG'UXJDQG&RVPHWLF$FWDQGLWVLPSOHPHQWLQJUHJXODWLRQVDQG
ELRORJLFVDGGLWLRQDOO\XQGHUWKH3XEOLF+HDOWK6HUYLFH$FW7KHSURFHVVUHTXLUHGE\WKH)'$EHIRUHELRSKDUPDFHXWLFDOVPD\EHPDUNHWHGLQWKH8QLWHG
6WDWHVJHQHUDOO\LQYROYHVWKHIROORZLQJ


ȕ

VXEPLVVLRQWRWKH)'$RIDQ,1'ZKLFKPXVWEHFRPHHIIHFWLYHEHIRUHKXPDQFOLQLFDOWULDOVPD\EHJLQDQGPXVWEHXSGDWHGDQQXDOO\



ȕ

FRPSOHWLRQRIH[WHQVLYHSUHFOLQLFDOODERUDWRU\WHVWVDQGSUHFOLQLFDODQLPDOVWXGLHVDOOSHUIRUPHGLQDFFRUGDQFHZLWKWKH)'$ȍV*RRG
/DERUDWRU\3UDFWLFHRU*/3UHJXODWLRQV



ȕ

SHUIRUPDQFHRIDGHTXDWHDQGZHOOFRQWUROOHGKXPDQFOLQLFDOWULDOVWRHVWDEOLVKWKHVDIHW\DQGHIILFDF\RIWKHSURGXFWIRUHDFKSURSRVHG
LQGLFDWLRQ



ȕ

VXEPLVVLRQWRWKH)'$RIDQHZGUXJDSSOLFDWLRQRUDELRORJLFVOLFHQVHDSSOLFDWLRQ1'$RU%/$GHSHQGLQJRQWKHQDWXUHRIWKHSURGXFWDIWHU
FRPSOHWLRQRIDOOSLYRWDOFOLQLFDOWULDOVWRGHPRQVWUDWHWKHVDIHW\SXULW\DQGSRWHQF\RIWKHSURGXFWIRUWKHLQGLFDWLRQIRUXVH



ȕ

DGHWHUPLQDWLRQE\WKH)'$WRDFFHSWWKHDSSOLFDWLRQIRUUHYLHZ



ȕ

VDWLVIDFWRU\FRPSOHWLRQRIDQ)'$SUHDSSURYDOLQVSHFWLRQRIWKHPDQXIDFWXULQJIDFLOLWLHVWRDVVHVVFRPSOLDQFHZLWKWKH)'$ȍVFXUUHQWJRRG
PDQXIDFWXULQJSUDFWLFHVUHJXODWLRQVIRUSKDUPDFHXWLFDOVRUF*03VDQG



ȕ

)'$UHYLHZDQGDSSURYDORIDQ1'$RU%/$SULRUWRDQ\FRPPHUFLDOPDUNHWLQJRUVDOHRIWKHSURGXFWLQWKH8QLWHG6WDWHV


7KHGHYHORSPHQWDQGDSSURYDOSURFHVVUHTXLUHVVXEVWDQWLDOWLPHHIIRUWDQGILQDQFLDOUHVRXUFHVDQGZHFDQQRWEHFHUWDLQWKDWDQ\DSSURYDOVIRURXU
SURGXFWFDQGLGDWHVZLOOEHJUDQWHGRQDWLPHO\EDVLVLIDWDOO
7KHUHVXOWVRISUHFOLQLFDOWHVWV ZKLFKLQFOXGHODERUDWRU\HYDOXDWLRQDVZHOODV*/3VWXGLHVWRHYDOXDWHWR[LFLW\LQDQLPDOV IRUDSDUWLFXODUSURGXFW
FDQGLGDWHWRJHWKHUZLWKUHODWHGPDQXIDFWXULQJLQIRUPDWLRQDQGDQDO\WLFDOGDWDDUHVXEPLWWHGDVSDUWRIDQ,1'WRWKH)'$7KH,1'DXWRPDWLFDOO\
EHFRPHVHIIHFWLYHGD\VDIWHUUHFHLSWE\WKH)'$XQOHVVWKH)'$ZLWKLQWKHWKLUW\GD\WLPHSHULRGUDLVHVFRQFHUQVRUTXHVWLRQVDERXWWKHFRQGXFWRI
WKHSURSRVHGFOLQLFDOWULDOLQFOXGLQJFRQFHUQVWKDWKXPDQUHVHDUFKVXEMHFWVZLOOEHH[SRVHGWRXQUHDVRQDEOHKHDOWKULVNV,QVXFKDFDVHWKH,1'VSRQVRU
DQGWKH)'$PXVWUHVROYHDQ\RXWVWDQGLQJFRQFHUQVEHIRUHWKHFOLQLFDOWULDOFDQEHJLQ,1'VXEPLVVLRQVPD\QRWUHVXOWLQ)'$DXWKRUL]DWLRQWRFRPPHQFH
DFOLQLFDOWULDO$VHSDUDWHVXEPLVVLRQWRDQH[LVWLQJ,1'PXVWDOVREHPDGHIRUHDFKVXFFHVVLYHFOLQLFDOWULDOFRQGXFWHGGXULQJSURGXFWGHYHORSPHQW
)XUWKHUDQLQGHSHQGHQWLQVWLWXWLRQDOUHYLHZERDUGRU,5%IRUHDFKPHGLFDOFHQWHUSURSRVLQJWRFRQGXFWWKHFOLQLFDOWULDOPXVWUHYLHZDQGDSSURYHWKHSODQ
IRUDQ\FOLQLFDOWULDOEHIRUHLWFRPPHQFHVDWWKDWFHQWHUDQGLWPXVWPRQLWRUWKHVWXG\XQWLOFRPSOHWHG7KH)'$WKH,5%RUWKHVSRQVRUPD\VXVSHQGD
FOLQLFDOWULDODWDQ\WLPHRQYDULRXVJURXQGVLQFOXGLQJDILQGLQJWKDWWKHVXEMHFWVRUSDWLHQWVDUHEHLQJH[SRVHGWRDQXQDFFHSWDEOHKHDOWKULVN&OLQLFDO
WHVWLQJDOVRPXVWVDWLVI\H[WHQVLYHJRRGFOLQLFDOSUDFWLFHUHJXODWLRQVDQGUHJXODWLRQVIRULQIRUPHGFRQVHQWDQGSULYDF\RILQGLYLGXDOO\LGHQWLILDEOH
LQIRUPDWLRQ
&OLQLFDO7ULDOV)RUSXUSRVHVRIDQ1'$RU%/$VXEPLVVLRQDQGDSSURYDOFOLQLFDOWULDOVDUHW\SLFDOO\FRQGXFWHGLQWKHIROORZLQJVHTXHQWLDOSKDVHV
ZKLFKPD\RYHUODS


ȕ

3KDVH6WXGLHVDUHLQLWLDOO\FRQGXFWHGLQDOLPLWHGSRSXODWLRQWRWHVWWKHSURGXFWFDQGLGDWHIRUVDIHW\GRVHWROHUDQFHDEVRUSWLRQGLVWULEXWLRQ
PHWDEROLVPDQGH[FUHWLRQW\SLFDOO\LQKHDOWK\KXPDQVEXWLQVRPHFDVHVLQSDWLHQWV



ȕ

3KDVH6WXGLHVDUHJHQHUDOO\FRQGXFWHGLQDOLPLWHGSDWLHQWSRSXODWLRQWRLGHQWLI\SRVVLEOHDGYHUVHHIIHFWVDQGVDIHW\ULVNVH[SORUHWKHLQLWLDO
HIILFDF\RIWKHSURGXFWIRUVSHFLILFWDUJHWHGLQGLFDWLRQVDQGWRGHWHUPLQHGRVHUDQJHRUSKDUPDFRG\QDPLFV0XOWLSOH3KDVHFOLQLFDOWULDOVPD\
EHFRQGXFWHGE\WKHVSRQVRUWRREWDLQLQIRUPDWLRQSULRUWREHJLQQLQJODUJHUDQGPRUHH[SHQVLYH3KDVHFOLQLFDOWULDOV



ȕ

3KDVH7KHVHDUHFRPPRQO\UHIHUUHGWRDVSLYRWDOVWXGLHV:KHQ3KDVHHYDOXDWLRQVGHPRQVWUDWHWKDWDGRVHUDQJHRIWKHSURGXFWLV
HIIHFWLYHDQGKDVDQDFFHSWDEOHVDIHW\SURILOH3KDVHFOLQLFDOWULDOVDUHXQGHUWDNHQLQODUJHSDWLHQWSRSXODWLRQVWRIXUWKHUHYDOXDWHGRVDJH
SURYLGHVXEVWDQWLDOHYLGHQFHRIFOLQLFDOHIILFDF\DQGIXUWKHUWHVWIRUVDIHW\LQDQH[SDQGHGDQGGLYHUVHSDWLHQWSRSXODWLRQDWPXOWLSOH
JHRJUDSKLFDOO\GLVSHUVHGFOLQLFDOWULDOFHQWHUV



ȕ

3KDVH7KH)'$PD\DSSURYHDQ1'$RU%/$IRUDSURGXFWFDQGLGDWHEXWUHTXLUHWKDWWKHVSRQVRUFRQGXFWDGGLWLRQDOFOLQLFDOWULDOVWR
IXUWKHUDVVHVVWKHSURGXFWDIWHUDSSURYDOXQGHUDSRVWPDUNHWLQJFRPPLWPHQWRUSRVWPDUNHWLQJUHTXLUHPHQW,QDGGLWLRQDVSRQVRUPD\
GHFLGHWRFRQGXFWDGGLWLRQDOFOLQLFDOWULDOVDIWHUWKH)'$KDVDSSURYHGDSURGXFW3RVWDSSURYDOWULDOVDUHW\SLFDOO\UHIHUUHGWRDV3KDVH
FOLQLFDOWULDOV

7KHUHVXOWVRIELRORJLFGHYHORSPHQWSUHFOLQLFDOVWXGLHVDQGFOLQLFDOWULDOVDUHVXEPLWWHGWRWKH)'$DVSDUWRIDQ1'$RU%/$$SSOLFDWLRQVDOVR
PXVWFRQWDLQH[WHQVLYHPDQXIDFWXULQJDQGFRQWUROLQIRUPDWLRQ$SSOLFDWLRQVPXVWEHDFFRPSDQLHGE\DVLJQLILFDQWXVHUIHH2QFHWKHVXEPLVVLRQKDVEHHQ
DFFHSWHGIRUILOLQJWKH)'$ȍVJRDOLVWRUHYLHZDSSOLFDWLRQVZLWKLQWHQPRQWKVRIVXEPLVVLRQRULIWKHDSSOLFDWLRQUHODWHVWRDQXQPHWPHGLFDOQHHGLQD
VHULRXVRUOLIHWKUHDWHQLQJLQGLFDWLRQHLJKWPRQWKVIURPVXEPLVVLRQ7KHUHYLHZSURFHVVLVRIWHQVLJQLILFDQWO\H[WHQGHGE\)'$UHTXHVWVIRUDGGLWLRQDO
LQIRUPDWLRQRUFODULILFDWLRQ7KH)'$ZLOOW\SLFDOO\FRQGXFWDSUHDSSURYDOLQVSHFWLRQRIWKHPDQXIDFWXUHUWRHQVXUHWKDWWKHSURGXFWFDQEHUHOLDEO\
SURGXFHGLQFRPSOLDQFHZLWKF*03VDQGZLOOW\SLFDOO\LQVSHFWFHUWDLQFOLQLFDOWULDOVLWHVIRUFRPSOLDQFHZLWKJRRGFOLQLFDOSUDFWLFHRU*&37KH)'$PD\
UHIHUWKHDSSOLFDWLRQWRDQDGYLVRU\FRPPLWWHHIRUUHYLHZHYDOXDWLRQDQGUHFRPPHQGDWLRQDVWRZKHWKHUWKHDSSOLFDWLRQVKRXOGEHDSSURYHG7KH)'$LV
QRWERXQGE\WKHUHFRPPHQGDWLRQRIDQDGYLVRU\FRPPLWWHHEXWLWW\SLFDOO\IROORZVVXFKUHFRPPHQGDWLRQV7KH)'$PD\GHQ\DSSURYDORIDQDSSOLFDWLRQ
E\LVVXLQJD&RPSOHWH5HVSRQVH/HWWHULIWKHDSSOLFDEOHUHJXODWRU\FULWHULDDUHQRWVDWLVILHG$&RPSOHWH5HVSRQVH/HWWHUPD\UHTXLUHDGGLWLRQDOFOLQLFDO
GDWDDQGRUWULDO V DQGRURWKHUVLJQLILFDQWH[SHQVLYHDQGWLPHFRQVXPLQJUHTXLUHPHQWVUHODWHGWRFOLQLFDOWULDOVSUHFOLQLFDOVWXGLHVRUPDQXIDFWXULQJ
$SSURYDOPD\RFFXUZLWKER[HGZDUQLQJVRQSURGXFWODEHOLQJRU5LVN(YDOXDWLRQDQG0LWLJDWLRQ6WUDWHJLHVRU5(06ZKLFKOLPLWWKHODEHOLQJ
GLVWULEXWLRQRUSURPRWLRQRIDSURGXFW2QFHLVVXHGWKH)'$PD\ZLWKGUDZSURGXFWDSSURYDOLIRQJRLQJUHJXODWRU\UHTXLUHPHQWVDUHQRWPHWRULIVDIHW\
SUREOHPVRFFXUDIWHUWKHSURGXFWUHDFKHVWKHPDUNHW,QDGGLWLRQWKH)'$PD\UHTXLUHWHVWLQJLQFOXGLQJ3KDVHFOLQLFDOWULDOVDQGVXUYHLOODQFHSURJUDPV
WRPRQLWRUWKHVDIHW\HIIHFWVRIDSSURYHGSURGXFWVZKLFKKDYHEHHQFRPPHUFLDOL]HGDQGWKH)'$KDVWKHSRZHUWRSUHYHQWRUOLPLWIXUWKHUPDUNHWLQJRID
SURGXFWEDVHGRQWKHUHVXOWVRIWKHVHSRVWPDUNHWLQJSURJUDPVRURWKHULQIRUPDWLRQ


2WKHU5HJXODWRU\5HTXLUHPHQWV3URGXFWVPDQXIDFWXUHGRUGLVWULEXWHGSXUVXDQWWR)'$DSSURYDOVDUHVXEMHFWWRFRQWLQXLQJUHJXODWLRQE\WKH)'$
LQFOXGLQJUHFRUGNHHSLQJDQQXDOSURGXFWTXDOLW\UHYLHZSD\PHQWRISURJUDPXVHUIHHVDQGUHSRUWLQJUHTXLUHPHQWV$GYHUVHHYHQWH[SHULHQFHZLWKWKH
SURGXFWPXVWEHUHSRUWHGWRWKH)'$LQDWLPHO\IDVKLRQDQGSKDUPDFRYLJLODQFHSURJUDPVWRSURDFWLYHO\ORRNIRUWKHVHDGYHUVHHYHQWVDUHPDQGDWHGE\WKH
)'$0DQXIDFWXUHUVDQGWKHLUVXEFRQWUDFWRUVDUHUHTXLUHGWRUHJLVWHUWKHLUHVWDEOLVKPHQWVZLWKWKH)'$DQGFHUWDLQVWDWHDJHQFLHVDQGDUHVXEMHFWWR
SHULRGLFXQDQQRXQFHGLQVSHFWLRQVE\WKH)'$DQGFHUWDLQVWDWHDJHQFLHVIRUFRPSOLDQFHZLWKRQJRLQJUHJXODWRU\UHTXLUHPHQWVLQFOXGLQJF*03VZKLFK
LPSRVHFHUWDLQSURFHGXUDODQGGRFXPHQWDWLRQUHTXLUHPHQWVXSRQXVDQGRXUWKLUGSDUW\PDQXIDFWXUHUV)DLOXUHWRFRPSO\ZLWKWKHVWDWXWRU\DQGUHJXODWRU\
UHTXLUHPHQWVFDQVXEMHFWDPDQXIDFWXUHUWRSRVVLEOHOHJDORUUHJXODWRU\DFWLRQVXFKDVVXVSHQVLRQRIPDQXIDFWXULQJVHL]XUHRISURGXFWLQMXQFWLYHDFWLRQ
DGGLWLRQDOUHSRUWLQJUHTXLUHPHQWVDQGRURYHUVLJKWE\WKHDJHQF\LPSRUWDOHUWRUSRVVLEOHFLYLORUFULPLQDOSHQDOWLHV7KH)'$PD\DOVRUHTXLUHXVWRUHFDOO
DSURGXFWIURPGLVWULEXWLRQRUZLWKGUDZDSSURYDOIRUWKDWSURGXFW
7KH)'$FORVHO\UHJXODWHVWKHSRVWDSSURYDOPDUNHWLQJDQGSURPRWLRQRISKDUPDFHXWLFDOVLQFOXGLQJVWDQGDUGVDQGUHJXODWLRQVIRUGLUHFWWR
FRQVXPHUDGYHUWLVLQJGLVVHPLQDWLRQRIRIIODEHOLQIRUPDWLRQLQGXVWU\VSRQVRUHGVFLHQWLILFDQGHGXFDWLRQDODFWLYLWLHVDQGSURPRWLRQDODFWLYLWLHVLQYROYLQJ
WKH,QWHUQHWLQFOXGLQJFHUWDLQVRFLDOPHGLDDFWLYLWLHV)XUWKHULIWKHUHDUHDQ\PRGLILFDWLRQVWRWKHSURGXFWLQFOXGLQJFKDQJHVLQLQGLFDWLRQVODEHOLQJRU
PDQXIDFWXULQJSURFHVVHVRUIDFLOLWLHVZHPD\EHUHTXLUHGWRVXEPLWDQGREWDLQ)'$DSSURYDORIDQHZRUVXSSOHPHQWDODSSOLFDWLRQZKLFKPD\UHTXLUHXV
WRGHYHORSDGGLWLRQDOGDWDRUFRQGXFWDGGLWLRQDOSUHFOLQLFDOVWXGLHVDQGFOLQLFDOWULDOV)DLOXUHWRFRPSO\ZLWKWKHVHUHTXLUHPHQWVFDQUHVXOWLQDGYHUVH
SXEOLFLW\ZDUQLQJOHWWHUVFRUUHFWLYHDGYHUWLVLQJDQGSRWHQWLDODGPLQLVWUDWLYHFLYLODQGFULPLQDOSHQDOWLHVDVZHOODVGDPDJHVILQHVZLWKGUDZDORI
UHJXODWRU\DSSURYDOWKHFXUWDLOPHQWRUUHVWUXFWXULQJRIRXURSHUDWLRQVWKHH[FOXVLRQIURPSDUWLFLSDWLRQLQIHGHUDODQGVWDWHKHDOWKFDUHSURJUDPVDGGLWLRQDO
UHSRUWLQJUHTXLUHPHQWVDQGRURYHUVLJKWE\WKHDJHQF\DQGLPSULVRQPHQWDQ\RIZKLFKFRXOGDGYHUVHO\DIIHFWRXUDELOLW\WRVHOORXUSURGXFWVRURSHUDWHRXU
EXVLQHVVDQGDOVRDGYHUVHO\DIIHFWRXUILQDQFLDOUHVXOWV
3K\VLFLDQVPD\LQWKHLULQGHSHQGHQWPHGLFDOMXGJPHQWSUHVFULEHOHJDOO\DYDLODEOHSKDUPDFHXWLFDOVIRUXVHVWKDWDUHQRWGHVFULEHGLQWKHSURGXFWȍV
ODEHOLQJDQGWKDWGLIIHUIURPWKRVHWHVWHGE\XVDQGDSSURYHGE\WKH)'$6XFKRIIODEHOXVHVDUHFRPPRQDFURVVPHGLFDOVSHFLDOWLHV3K\VLFLDQVPD\
EHOLHYHWKDWVXFKRIIODEHOXVHVDUHWKHEHVWWUHDWPHQWIRUPDQ\SDWLHQWVLQYDULHGFLUFXPVWDQFHV7KH)'$GRHVQRWUHJXODWHWKHEHKDYLRURISK\VLFLDQVLQ
WKHLUFKRLFHRIWUHDWPHQWV7KH)'$GRHVKRZHYHULPSRVHVWULQJHQWUHVWULFWLRQVRQPDQXIDFWXUHUVȍFRPPXQLFDWLRQVUHJDUGLQJRIIODEHOXVH$GGLWLRQDOO\
DVLJQLILFDQWQXPEHURISKDUPDFHXWLFDOFRPSDQLHVKDYHEHHQWKHWDUJHWRILQTXLULHVDQGLQYHVWLJDWLRQVE\YDULRXV86IHGHUDODQGVWDWHUHJXODWRU\
LQYHVWLJDWLYHSURVHFXWRULDODQGDGPLQLVWUDWLYHHQWLWLHVLQFRQQHFWLRQZLWKWKHSURPRWLRQRISURGXFWVIRURIIODEHOXVHVDQGRWKHUVDOHVSUDFWLFHV7KHVH
LQYHVWLJDWLRQVKDYHDOOHJHGYLRODWLRQVRIYDULRXV86IHGHUDODQGVWDWHODZVDQGUHJXODWLRQVLQFOXGLQJFODLPVDVVHUWLQJDQWLWUXVWYLRODWLRQVYLRODWLRQVRIWKH
)RRG'UXJDQG&RVPHWLF$FWIDOVHFODLPVODZVWKH3UHVFULSWLRQ'UXJ0DUNHWLQJ$FWRU3'0$DQWLNLFNEDFNODZVDQGRWKHUDOOHJHGYLRODWLRQVLQ
FRQQHFWLRQZLWKWKHSURPRWLRQRISURGXFWVIRUXQDSSURYHGXVHVSULFLQJDQG0HGLFDUHDQGRU0HGLFDLGUHLPEXUVHPHQW,IRXUSURPRWLRQDODFWLYLWLHV
LQFOXGLQJDQ\SURPRWLRQDODFWLYLWLHVWKDWDFRQWUDFWHGVDOHVIRUFHPD\SHUIRUPRQRXUEHKDOIIDLOWRFRPSO\ZLWKWKHVHUHJXODWLRQVRUJXLGHOLQHVZHPD\EH
VXEMHFWWRZDUQLQJVIURPRUHQIRUFHPHQWDFWLRQE\WKHVHDXWKRULWLHV,QDGGLWLRQRXUIDLOXUHWRIROORZ)'$UXOHVDQGJXLGHOLQHVUHODWLQJWRSURPRWLRQDQG
DGYHUWLVLQJPD\FDXVHWKH)'$WRLVVXHZDUQLQJOHWWHUVRUXQWLWOHGOHWWHUVVXVSHQGRUZLWKGUDZDQDSSURYHGSURGXFWIURPWKHPDUNHWUHTXLUHFRUUHFWLYH
DGYHUWLVLQJRUDUHFDOORULQVWLWXWHILQHVRUFLYLOILQHVDGGLWLRQDOUHSRUWLQJUHTXLUHPHQWVDQGRURYHUVLJKWRUFRXOGUHVXOWLQGLVJRUJHPHQWRIPRQH\RSHUDWLQJ
UHVWULFWLRQVLQMXQFWLRQVRUFULPLQDOSURVHFXWLRQDQ\RIZKLFKFRXOGKDUPRXUEXVLQHVV
2XWVLGHWKH8QLWHG6WDWHVWKHDELOLW\RIRXUSDUWQHUVDQGXVWRPDUNHWDSURGXFWLVFRQWLQJHQWXSRQREWDLQLQJPDUNHWLQJDXWKRUL]DWLRQIURPWKH
DSSURSULDWHUHJXODWRU\DXWKRULWLHV7KHUHTXLUHPHQWVJRYHUQLQJPDUNHWLQJDXWKRUL]DWLRQSULFLQJDQGUHLPEXUVHPHQWYDU\ZLGHO\IURPFRXQWU\WRFRXQWU\
DQGUHJLRQWRUHJLRQ
+HDOWKFDUH)UDXGDQG$EXVH/DZV$VDSKDUPDFHXWLFDOFRPSDQ\FHUWDLQIHGHUDODQGVWDWHKHDOWKFDUHODZVDQGUHJXODWLRQVSHUWDLQLQJWRIUDXGDQG
DEXVHDQGSDWLHQWVȍULJKWVPD\EHDSSOLFDEOHWRRXUEXVLQHVV:HPD\EHVXEMHFWWRYDULRXVIHGHUDODQGVWDWHODZVWDUJHWLQJIUDXGDQGDEXVHLQWKHKHDOWKFDUH
LQGXVWU\)RUH[DPSOHLQWKH8QLWHG6WDWHVWKHUHDUHIHGHUDODQGVWDWHDQWLNLFNEDFNODZVWKDWSURKLELWWKHSD\PHQWRUUHFHLSWRINLFNEDFNVEULEHVRURWKHU
UHPXQHUDWLRQLQWHQGHGWRLQGXFHWKHSXUFKDVHRUUHFRPPHQGDWLRQRIKHDOWKFDUHSURGXFWVDQGVHUYLFHVRUUHZDUGSDVWSXUFKDVHVRUUHFRPPHQGDWLRQV7KHVH
ODZVDUHDSSOLFDEOHWRPDQXIDFWXUHUVRISURGXFWVUHJXODWHGE\WKH)'$VXFKDVXVDQGSKDUPDFLHVKRVSLWDOVSK\VLFLDQVDQGRWKHUSRWHQWLDOSXUFKDVHUVRI
VXFKSURGXFWV
7KHIHGHUDO$QWL.LFNEDFN6WDWXWHSURKLELWVSHUVRQVIURPNQRZLQJO\DQGZLOOIXOO\VROLFLWLQJUHFHLYLQJRIIHULQJRUSD\LQJUHPXQHUDWLRQGLUHFWO\RU
LQGLUHFWO\WRLQGXFHHLWKHUWKHUHIHUUDORIDQLQGLYLGXDORUWKHIXUQLVKLQJUHFRPPHQGLQJRUDUUDQJLQJIRUDJRRGRUVHUYLFHIRUZKLFKSD\PHQWPD\EH
PDGHLQZKROHRULQSDUWXQGHUDIHGHUDOKHDOWKFDUHSURJUDPVXFKDVWKH0HGLFDUHDQG0HGLFDLGSURJUDPV7KHWHUPȐUHPXQHUDWLRQȑLVGHILQHGDVDQ\
UHPXQHUDWLRQGLUHFWRULQGLUHFWRYHUWRUFRYHUWLQFDVKRULQNLQGDQGKDVEHHQEURDGO\LQWHUSUHWHGWRLQFOXGHDQ\WKLQJRIYDOXHLQFOXGLQJIRUH[DPSOH
JLIWV


GLVFRXQWVWKHIXUQLVKLQJRIVXSSOLHVRUHTXLSPHQWFUHGLWDUUDQJHPHQWVSD\PHQWVRIFDVKZDLYHUVRISD\PHQWRZQHUVKLSLQWHUHVWVDQGSURYLGLQJDQ\WKLQJ
DWOHVVWKDQLWVIDLUPDUNHWYDOXH6HYHUDOFRXUWVKDYHLQWHUSUHWHGWKHVWDWXWHȍVLQWHQWUHTXLUHPHQWWRPHDQWKDWLIDQ\RQHSXUSRVHRIDQDUUDQJHPHQW
LQYROYLQJUHPXQHUDWLRQLVWRLQGXFHUHIHUUDOVRIIHGHUDOKHDOWKFDUHFRYHUHGEXVLQHVVWKHVWDWXWHPD\KDYHEHHQYLRODWHGDQGHQIRUFHPHQWZLOOGHSHQGRQ
WKHUHOHYDQWIDFWVDQGFLUFXPVWDQFHV7KH3DWLHQW3URWHFWLRQDQG$IIRUGDEOH&DUH$FWRIDVDPHQGHGE\WKH+HDOWK&DUHDQG(GXFDWLRQ5HFRQFLOLDWLRQ
$FWRIRUFROOHFWLYHO\WKH$&$DPRQJRWKHUWKLQJVDPHQGHGWKHLQWHQWUHTXLUHPHQWRIWKHIHGHUDO$QWL.LFNEDFN6WDWXWHWRVWDWHWKDWDSHUVRQRU
HQWLW\QHHGQRWKDYHDFWXDONQRZOHGJHRIWKLVVWDWXWHRUVSHFLILFLQWHQWWRYLRODWHLWLQRUGHUWRKDYHFRPPLWWHGDYLRODWLRQ,QDGGLWLRQWKH$&$SURYLGHV
WKDWWKHJRYHUQPHQWPD\DVVHUWWKDWDFODLPLQFOXGLQJLWHPVRUVHUYLFHVUHVXOWLQJIURPDYLRODWLRQRIWKHIHGHUDO$QWL.LFNEDFN6WDWXWHFRQVWLWXWHVDIDOVHRU
IUDXGXOHQWFODLPIRUSXUSRVHVRIWKHFLYLO)DOVH&ODLPV$FW GLVFXVVHGEHORZ RUWKHFLYLOPRQHWDU\SHQDOWLHVVWDWXWHZKLFKLPSRVHVSHQDOWLHVDJDLQVWDQ\
SHUVRQZKRLVGHWHUPLQHGWRKDYHSUHVHQWHGRUFDXVHGWREHSUHVHQWHGDFODLPWRDIHGHUDOKHDOWKSURJUDPWKDWWKHSHUVRQNQRZVRUVKRXOGNQRZLVIRUDQ
LWHPRUVHUYLFHWKDWZDVQRWSURYLGHGDVFODLPHGRULVIDOVHRUIUDXGXOHQWRUWRKDYHRIIHUHGLPSURSHULQGXFHPHQWVWRIHGHUDOKHDOWKFDUHSURJUDP
EHQHILFLDULHVWRVHOHFWDSDUWLFXODUSURYLGHURUVXSSOLHU7KHIHGHUDO$QWL.LFNEDFN6WDWXWHLVEURDGDQGGHVSLWHDVHULHVRIQDUURZVWDWXWRU\H[FHSWLRQVDQG
UHJXODWRU\VDIHKDUERUVSURKLELWVPDQ\DUUDQJHPHQWVDQGSUDFWLFHVWKDWDUHODZIXOLQEXVLQHVVHVRXWVLGHRIWKHKHDOWKFDUHLQGXVWU\0DQ\VWDWHVKDYHDOVR
DGRSWHGODZVVLPLODUWRWKHIHGHUDO$QWL.LFNEDFN6WDWXWHVRPHRIZKLFKDSSO\WRWKHUHIHUUDORISDWLHQWVIRUKHDOWKFDUHLWHPVRUVHUYLFHVUHLPEXUVHGE\
DQ\VRXUFHQRWRQO\WKH0HGLFDUHDQG0HGLFDLGSURJUDPVDQGGRQRWFRQWDLQLGHQWLFDOVDIHKDUERUV,QDGGLWLRQZKHUHVXFKDFWLYLWLHVLQYROYHIRUHLJQ
JRYHUQPHQWRIILFLDOVWKH\PD\DOVRSRWHQWLDOO\EHVXEMHFWWRWKH)RUHLJQ&RUUXSW3UDFWLFHV$FW%HFDXVHRIWKHEUHDGWKRIWKHVHODZVDQGWKHQDUURZQHVVRI
WKHVWDWXWRU\H[FHSWLRQVDQGUHJXODWRU\VDIHKDUERUVDYDLODEOHLWLVSRVVLEOHWKDWVRPHRIRXUEXVLQHVVDFWLYLWLHVLQFOXGLQJRXUDFWLYLWLHVZLWKSK\VLFLDQ
FXVWRPHUVSKDUPDFLHVDQGSDWLHQWVDVZHOODVRXUDFWLYLWLHVSXUVXDQWWRSDUWQHUVKLSVZLWKRWKHUFRPSDQLHVDQGSXUVXDQWWRFRQWUDFWVZLWKFRQWUDFWUHVHDUFK
RUJDQL]DWLRQVFRXOGEHVXEMHFWWRFKDOOHQJHXQGHURQHRUPRUHRIVXFKODZV
7KHIHGHUDOFULPLQDODQGFLYLOIDOVHFODLPVODZVLQFOXGLQJWKHFLYLO)DOVH&ODLPV$FWZKLFKSURKLELWVDQ\SHUVRQIURPNQRZLQJO\SUHVHQWLQJRU
FDXVLQJWREHSUHVHQWHGDIDOVHFODLPIRUSD\PHQWWRWKHIHGHUDOJRYHUQPHQWRUNQRZLQJO\PDNLQJXVLQJRUFDXVLQJWREHPDGHRUXVHGDIDOVHUHFRUGRU
VWDWHPHQWPDWHULDOWRDIDOVHRUIUDXGXOHQWFODLPWRWKHIHGHUDOJRYHUQPHQW$FODLPLQFOXGHVȐDQ\UHTXHVWRUGHPDQGȑIRUPRQH\RUSURSHUW\SUHVHQWHGWR
WKH86JRYHUQPHQW,QDGGLWLRQWKH$&$VSHFLILHGWKDWDFODLPLQFOXGLQJLWHPVRUVHUYLFHVUHVXOWLQJIURPDYLRODWLRQRIWKHIHGHUDO$QWL.LFNEDFN6WDWXWH
FRQVWLWXWHVDIDOVHRUIUDXGXOHQWFODLPIRUSXUSRVHVRIWKHFLYLO)DOVH&ODLPV$FW7KHFLYLOIHGHUDO)DOVH&ODLPV$FWKDVEHHQWKHEDVLVIRUQXPHURXV
HQIRUFHPHQWDFWLRQVDQGVHWWOHPHQWVE\SKDUPDFHXWLFDODQGRWKHUKHDOWKFDUHFRPSDQLHVLQFRQQHFWLRQZLWKYDULRXVDOOHJHGILQDQFLDOUHODWLRQVKLSVZLWK
FXVWRPHUV,QDGGLWLRQDQXPEHURISKDUPDFHXWLFDOPDQXIDFWXUHUVKDYHUHDFKHGVXEVWDQWLDOILQDQFLDOVHWWOHPHQWVLQFRQQHFWLRQZLWKDOOHJHGO\FDXVLQJIDOVH
FODLPVWREHVXEPLWWHGEHFDXVHRIWKHFRPSDQLHVȍPDUNHWLQJRISURGXFWVIRUXQDSSURYHGDQGWKXVQRQUHLPEXUVDEOHXVHV&HUWDLQPDUNHWLQJSUDFWLFHV
LQFOXGLQJRIIODEHOSURPRWLRQPD\DOVRYLRODWHIDOVHFODLPVODZVDVPLJKWYLRODWLRQVRIWKHIHGHUDOSK\VLFLDQVHOIUHIHUUDOODZVVXFKDVWKH6WDUNODZV
ZKLFKSURKLELWDSK\VLFLDQIURPPDNLQJDUHIHUUDOWRFHUWDLQGHVLJQDWHGKHDOWKVHUYLFHVZLWKZKLFKWKHSK\VLFLDQRUWKHSK\VLFLDQȍVIDPLO\PHPEHUKDVD
ILQDQFLDOLQWHUHVWDQGSURKLELWVXEPLVVLRQRIDFODLPIRUUHLPEXUVHPHQWSXUVXDQWWRWKHSURKLELWHGUHIHUUDO7KHȐTXLWDPȑSURYLVLRQVRIWKHFLYLO)DOVH
&ODLPV$FWDOORZDSULYDWHLQGLYLGXDOWREULQJFLYLODFWLRQVRQEHKDOIRIWKHIHGHUDOJRYHUQPHQWDOOHJLQJWKDWWKHGHIHQGDQWKDVVXEPLWWHGDIDOVHFODLPWR
WKHIHGHUDOJRYHUQPHQWDQGWRVKDUHLQDQ\PRQHWDU\UHFRYHU\,QDGGLWLRQYDULRXVVWDWHVKDYHHQDFWHGVLPLODUIUDXGDQGDEXVHVWDWXWHVRUUHJXODWLRQV
LQFOXGLQJZLWKRXWOLPLWDWLRQIDOVHFODLPVODZVDQDORJRXVWRWKHFLYLO)DOVH&ODLPV$FWWKDWDSSO\WRLWHPVDQGVHUYLFHVUHLPEXUVHGXQGHU0HGLFDLGDQG
RWKHUVWDWHSURJUDPVRULQVHYHUDOVWDWHVDSSO\UHJDUGOHVVRIWKHSD\RU
6HSDUDWHO\WKHUHDUHDQXPEHURIRWKHUIUDXGDQGDEXVHODZVWKDWSKDUPDFHXWLFDOPDQXIDFWXUHUVPXVWEHPLQGIXORISDUWLFXODUO\DIWHUDSURGXFW
FDQGLGDWHKDVEHHQDSSURYHGIRUPDUNHWLQJLQWKH8QLWHG6WDWHV)RUH[DPSOHDIHGHUDOFULPLQDOODZHQDFWHGDVSDUWRIWKH+HDOWK,QVXUDQFH3RUWDELOLW\DQG
$FFRXQWDELOLW\$FWRIRU+,3$$SURKLELWVDPRQJRWKHUWKLQJVNQRZLQJO\DQGZLOOIXOO\H[HFXWLQJDVFKHPHWRGHIUDXGDQ\KHDOWKFDUHEHQHILW
SURJUDPLQFOXGLQJSULYDWHWKLUGSDUW\SD\RUV7KHIDOVHVWDWHPHQWVVWDWXWHSURKLELWVNQRZLQJO\DQGZLOOIXOO\IDOVLI\LQJFRQFHDOLQJRUFRYHULQJXSD
PDWHULDOIDFWRUPDNLQJDQ\PDWHULDOO\IDOVHILFWLWLRXVRUIUDXGXOHQWVWDWHPHQWLQFRQQHFWLRQZLWKWKHGHOLYHU\RIRUSD\PHQWIRUKHDOWKFDUHEHQHILWVLWHPV
RUVHUYLFHV7KHUHDUHDOVRIHGHUDODQGVWDWHFRQVXPHUSURWHFWLRQDQGXQIDLUFRPSHWLWLRQODZVZKLFKEURDGO\UHJXODWHPDUNHWSODFHDFWLYLWLHVDQGDFWLYLWLHV
WKDWSRWHQWLDOO\KDUPFRQVXPHUV
+HDOWKFDUH3ULYDF\DQG6HFXULW\/DZV:HPD\EHVXEMHFWWRRURXUPDUNHWLQJDFWLYLWLHVPD\EHOLPLWHGE\+,3$$DVDPHQGHGE\WKH+HDOWK
,QIRUPDWLRQ7HFKQRORJ\IRU(FRQRPLFDQG&OLQLFDO+HDOWK$FWRIRU+,7(&+DQGWKHLUUHVSHFWLYHLPSOHPHQWLQJUHJXODWLRQVZKLFKHVWDEOLVKHG
XQLIRUPVWDQGDUGVIRUFHUWDLQȐFRYHUHGHQWLWLHVȑ FHUWDLQKHDOWKFDUHSURYLGHUVKHDOWKSODQVDQGKHDOWKFDUHFOHDULQJKRXVHV JRYHUQLQJWKHFRQGXFWRIFHUWDLQ
HOHFWURQLFKHDOWKFDUHWUDQVDFWLRQVDQGSURWHFWLQJWKHVHFXULW\DQGSULYDF\RISURWHFWHGKHDOWKLQIRUPDWLRQ$PRQJRWKHUWKLQJV+,3$$ȍVSULYDF\DQG
VHFXULW\VWDQGDUGVDUHGLUHFWO\DSSOLFDEOHWRȐEXVLQHVVDVVRFLDWHVȑȉLQGHSHQGHQWFRQWUDFWRUVRUDJHQWVRIFRYHUHGHQWLWLHVWKDWFUHDWHUHFHLYHPDLQWDLQRU
WUDQVPLWSURWHFWHGKHDOWKLQIRUPDWLRQLQFRQQHFWLRQZLWKSURYLGLQJDVHUYLFHIRURURQEHKDOIRIDFRYHUHGHQWLW\,QDGGLWLRQWRSRVVLEOHFLYLODQGFULPLQDO
SHQDOWLHVIRUYLRODWLRQV+,7(&+FUHDWHGQHZWLHUVRIFLYLOPRQHWDU\


SHQDOWLHVDPHQGHG+,3$$WRPDNHFLYLODQGFULPLQDOSHQDOWLHVGLUHFWO\DSSOLFDEOHWREXVLQHVVDVVRFLDWHVDQGJDYHVWDWHDWWRUQH\VJHQHUDODXWKRULW\WRILOH
FLYLODFWLRQVIRUGDPDJHVRULQMXQFWLRQVLQIHGHUDOFRXUWVWRHQIRUFH+,3$$DQGVHHNDWWRUQH\ȍVIHHVDQGFRVWVDVVRFLDWHGZLWKSXUVXLQJIHGHUDOFLYLODFWLRQV
6WDWHODZVDOVRJRYHUQWKHSULYDF\DQGVHFXULW\RIKHDOWKLQIRUPDWLRQLQFHUWDLQFLUFXPVWDQFHVPDQ\RIZKLFKGLIIHUIURPHDFKRWKHULQVLJQLILFDQWZD\V
DQGPD\QRWKDYHWKHVDPHHIIHFWWKXVFRPSOLFDWLQJFRPSOLDQFHHIIRUWV)XUWKHUZHDUHUHTXLUHGWRFRPSO\ZLWKLQWHUQDWLRQDOSHUVRQDOGDWDSURWHFWLRQODZV
DQGUHJXODWLRQVSDUWLFXODUO\DVWKHUHVXOWRIRXURSHUDWLRQVLQ'¼VVHOGRUI*HUPDQ\8QGHUWKH(XURSHDQ*HQHUDO'DWD3URWHFWLRQ5HJXODWLRQRU*'35
(8 SHUVRQDOLQIRUPDWLRQDERXW(XURSHDQ8QLRQ Ȑ(8ȑ FLWL]HQVFDQRQO\EHWUDQVIHUUHGIURPWKH(8WRFRXQWULHVZLWKDGHTXDWHGDWD
SURWHFWLRQ
Ȑ6XQVKLQHȑDQG0DUNHWLQJ'LVFORVXUH/DZV7KHUHDUHDQLQFUHDVLQJQXPEHURIIHGHUDODQGVWDWHȐVXQVKLQHȑODZVWKDWUHTXLUHSKDUPDFHXWLFDO
PDQXIDFWXUHUVWRPDNHUHSRUWVWRVWDWHVRQSULFLQJDQGPDUNHWLQJLQIRUPDWLRQ6HYHUDOVWDWHVDQGORFDOMXULVGLFWLRQVKDYHHQDFWHGOHJLVODWLRQUHTXLULQJ
SKDUPDFHXWLFDOFRPSDQLHVWRDPRQJRWKHUWKLQJVHVWDEOLVKPDUNHWLQJFRPSOLDQFHSURJUDPVILOHSHULRGLFUHSRUWVZLWKWKHVWDWHPDNHSHULRGLFSXEOLF
GLVFORVXUHVRQVDOHVDQGPDUNHWLQJDFWLYLWLHVUHJLVWHUSKDUPDFHXWLFDOVDOHVUHSUHVHQWDWLYHVDQGSURKLELWLQJFHUWDLQRWKHUVDOHVDQGPDUNHWLQJSUDFWLFHV,Q
DGGLWLRQDVLPLODUIHGHUDOUHTXLUHPHQWNQRZQDVWKH3K\VLFLDQ3D\PHQWV6XQVKLQH$FWUHTXLUHVPDQXIDFWXUHUVLQFOXGLQJSKDUPDFHXWLFDOPDQXIDFWXUHUV
WRWUDFNDQGUHSRUWDQQXDOO\WRWKHIHGHUDOJRYHUQPHQWFHUWDLQSD\PHQWVDQGRWKHUWUDQVIHUVRIYDOXHPDGHWRSK\VLFLDQVDVGHILQHGE\VXFKODZDQGRWKHU
KHDOWKFDUHSURIHVVLRQDOVDQGWHDFKLQJKRVSLWDOVDQGRZQHUVKLSRULQYHVWPHQWLQWHUHVWVKHOGE\VXFKSK\VLFLDQVDQGWKHLULPPHGLDWHIDPLO\PHPEHUV7KH
IHGHUDOJRYHUQPHQWGLVFORVHVWKHUHSRUWHGLQIRUPDWLRQRQDSXEOLFO\DYDLODEOHZHEVLWH&HUWDLQVWDWHVVXFKDV0DVVDFKXVHWWVDOVRPDNHWKHUHSRUWHG
LQIRUPDWLRQSXEOLFO\DYDLODEOH,QDGGLWLRQWKHUHDUHVWDWHDQGORFDOODZVWKDWUHTXLUHSKDUPDFHXWLFDOUHSUHVHQWDWLYHVWREHOLFHQVHGDQGFRPSO\ZLWKFRGHV
RIFRQGXFWWUDQVSDUHQF\UHSRUWLQJDQGRWKHUREOLJDWLRQV7KHVHODZVPD\DGYHUVHO\DIIHFWRXUVDOHVPDUNHWLQJDQGRWKHUDFWLYLWLHVZLWKUHVSHFWWRRXU
SURGXFWVLQWKH8QLWHG6WDWHVE\LPSRVLQJDGPLQLVWUDWLYHDQGFRPSOLDQFHEXUGHQVRQXV,IZHIDLOWRWUDFNDQGUHSRUWDVUHTXLUHGE\WKHVHODZVRURWKHUZLVH
FRPSO\ZLWKWKHVHODZVZHFRXOGEHVXEMHFWWRWKHSHQDOW\SURYLVLRQVRIWKHSHUWLQHQWVWDWHDQGIHGHUDODXWKRULWLHV
*RYHUQPHQW3ULFH5HSRUWLQJ)RUWKRVHPDUNHWHGSURGXFWVZKLFKDUHFRYHUHGLQWKH8QLWHG6WDWHVE\WKH0HGLFDLGSURJUDPVZHKDYHYDULRXV
REOLJDWLRQVLQFOXGLQJJRYHUQPHQWSULFHUHSRUWLQJDQGUHEDWHUHTXLUHPHQWVZKLFKJHQHUDOO\UHTXLUHSURGXFWVEHRIIHUHGDWVXEVWDQWLDOUHEDWHVGLVFRXQWVWR
0HGLFDLGDQGFHUWDLQSXUFKDVHUV LQFOXGLQJȐFRYHUHGHQWLWLHVȑSXUFKDVLQJXQGHUWKH%'UXJ'LVFRXQW3URJUDP :HDUHDOVRUHTXLUHGWRGLVFRXQWVXFK
SURGXFWVWRDXWKRUL]HGXVHUVRIWKH)HGHUDO6XSSO\6FKHGXOHRIWKH*HQHUDO6HUYLFHV$GPLQLVWUDWLRQXQGHUZKLFKDGGLWLRQDOODZVDQGUHTXLUHPHQWVDSSO\
7KHVHSURJUDPVUHTXLUHVXEPLVVLRQRISULFLQJGDWDDQGFDOFXODWLRQRIGLVFRXQWVDQGUHEDWHVSXUVXDQWWRFRPSOH[VWDWXWRU\IRUPXODVDVZHOODVWKHHQWU\
LQWRJRYHUQPHQWSURFXUHPHQWFRQWUDFWVJRYHUQHGE\WKH)HGHUDO$FTXLVLWLRQ5HJXODWLRQVDQGWKHJXLGDQFHJRYHUQLQJVXFKFDOFXODWLRQVLVQRWDOZD\VFOHDU
&RPSOLDQFHZLWKVXFKUHTXLUHPHQWVFDQUHTXLUHVLJQLILFDQWLQYHVWPHQWLQSHUVRQQHOV\VWHPVDQGUHVRXUFHVEXWIDLOXUHWRSURSHUO\FDOFXODWHRXUSULFHVRU
RIIHUUHTXLUHGGLVFRXQWVRUUHEDWHVFRXOGVXEMHFWXVWRVXEVWDQWLDOSHQDOWLHV2QHFRPSRQHQWRIWKHUHEDWHDQGGLVFRXQWFDOFXODWLRQVXQGHUWKH0HGLFDLGDQG
%SURJUDPVUHVSHFWLYHO\LVWKHȐDGGLWLRQDOUHEDWHȑDFRPSOH[FDOFXODWLRQZKLFKLVEDVHGLQSDUWRQWKHUDWHDWZKLFKDEUDQGHGGUXJSULFHLQFUHDVHV
RYHUWLPHPRUHWKDQWKHUDWHRILQIODWLRQ EDVHGRQWKH&3,8 7KLVFRPSDULVRQLVEDVHGRQWKHEDVHOLQHSULFLQJGDWDIRUWKHILUVWIXOOTXDUWHURIVDOHV
DVVRFLDWHGZLWKDEUDQGHGGUXJȍV1'$DQGEDVHOLQHGDWDFDQQRWJHQHUDOO\EHUHVHWHYHQRQWUDQVIHURIWKH1'$WRDQRWKHUPDQXIDFWXUHU7KLVȐDGGLWLRQDO
UHEDWHȑFDOFXODWLRQFDQLQVRPHFDVHVZKHUHSULFHLQFUHDVHKDVEHHQUHODWLYHO\KLJKYHUVXVWKHILUVWTXDUWHURIVDOHVRIWKH1'$UHVXOWLQ0HGLFDLGUHEDWHV
XSWRSHUFHQWRIDGUXJȍVȐDYHUDJHPDQXIDFWXUHUSULFHȑDQG%SULFHVRIRQHSHQQ\
,Q*HQHUDO%HFDXVHRIWKHEUHDGWKRIWKHVHODZVDQGWKHQDUURZQHVVRIDYDLODEOHVWDWXWRU\H[FHSWLRQDQGUHJXODWRU\VDIHKDUERUVLWLVSRVVLEOHWKDW
VRPHRIRXUEXVLQHVVDFWLYLWLHVLQWKH8QLWHG6WDWHVFRXOGEHVXEMHFWWRFKDOOHQJHXQGHURQHRUPRUHRIVXFKODZV0RUHRYHUVWDWHJRYHUQPHQWDODJHQFLHV
PD\SURSRVHRUHQDFWODZVDQGUHJXODWLRQVWKDWH[WHQGRUFRQWUDGLFWIHGHUDOUHTXLUHPHQWV,IZHRURXURSHUDWLRQVDUHIRXQGWREHLQYLRODWLRQRIDQ\RIWKH
VWDWHRUIHGHUDOODZVGHVFULEHGDERYHRUDQ\RWKHUJRYHUQPHQWDOUHJXODWLRQVWKDWDSSO\WRXVZHPD\EHVXEMHFWWRSHQDOWLHVLQFOXGLQJVLJQLILFDQWFLYLO
FULPLQDODQGDGPLQLVWUDWLYHSHQDOWLHVGDPDJHVILQHVGLVJRUJHPHQWLPSULVRQPHQWH[FOXVLRQIURPSDUWLFLSDWLRQLQ86IHGHUDORUVWDWHKHDOWKFDUH
SURJUDPVDGGLWLRQDOUHSRUWLQJUHTXLUHPHQWVDQGRURYHUVLJKWLIVXEMHFWWRDFRUSRUDWHLQWHJULW\DJUHHPHQWRUVLPLODUDJUHHPHQWWRUHVROYHDOOHJDWLRQVRI
QRQFRPSOLDQFHZLWKWKHVHODZVH[FOXVLRQIURPSDUWLFLSDWLRQLQIHGHUDOKHDOWKFDUHSURJUDPVFRQWUDFWXDOGDPDJHVUHSXWDWLRQDOKDUPGLPLQLVKHGSURILWV
DQGIXWXUHHDUQLQJVDQGWKHFXUWDLOPHQWRUUHVWUXFWXULQJRIRXURSHUDWLRQV$Q\SHQDOWLHVGDPDJHVILQHVFXUWDLOPHQWRUUHVWUXFWXULQJRIRXURSHUDWLRQV
FRXOGPDWHULDOO\DGYHUVHO\DIIHFWRXUDELOLW\WRRSHUDWHRXUEXVLQHVVDQGRXUILQDQFLDOUHVXOWV$OWKRXJKFRPSOLDQFHSURJUDPVFDQPLWLJDWHWKHULVNRI
LQYHVWLJDWLRQDQGSURVHFXWLRQIRUYLRODWLRQVRIWKHVHODZVWKHULVNVFDQQRWEHHQWLUHO\HOLPLQDWHG$Q\DFWLRQDJDLQVWXVIRUYLRODWLRQRIWKHVHODZVHYHQLI
ZHVXFFHVVIXOO\GHIHQGDJDLQVWLWFRXOGFDXVHXVWRLQFXUVLJQLILFDQWOHJDOH[SHQVHVDQGGLYHUWRXUPDQDJHPHQWȍVDWWHQWLRQIURPWKHRSHUDWLRQRIRXU
EXVLQHVV0RUHRYHUDFKLHYLQJDQGVXVWDLQLQJFRPSOLDQFHZLWKDSSOLFDEOHIHGHUDODQGVWDWHSULYDF\VHFXULW\VXQVKLQHJRYHUQPHQWSULFHUHSRUWLQJDQG
IUDXGODZVPD\SURYHFRVWO\


,PSDFWRI+HDOWKFDUH5HIRUPDQG5HFHQW3XEOLF6FUXWLQ\RI6SHFLDOW\'UXJ3ULFLQJRQ&RYHUDJH5HLPEXUVHPHQWDQG3ULFLQJ,QWKH8QLWHG6WDWHV
DQGRWKHUSRWHQWLDOO\VLJQLILFDQWPDUNHWVIRURXUSURGXFWVIHGHUDODQGVWDWHDXWKRULWLHVDVZHOODVWKLUGSDUW\SD\RUVDUHLQFUHDVLQJO\DWWHPSWLQJWROLPLWRU
UHJXODWHWKHSULFHRIPHGLFDOSURGXFWVDQGVHUYLFHVSDUWLFXODUO\IRUQHZDQGLQQRYDWLYHSURGXFWVDQGWKHUDSLHVZKLFKKDVUHVXOWHGLQORZHUDYHUDJHQHW
VHOOLQJSULFHV)XUWKHUWKHUHLVLQFUHDVHGVFUXWLQ\RISUHVFULSWLRQGUXJSULFLQJSUDFWLFHVE\IHGHUDODQGVWDWHODZPDNHUVDQGHQIRUFHPHQWDXWKRULWLHV,Q
DGGLWLRQWKHUHLVDQHPSKDVLVRQPDQDJHGKHDOWKFDUHLQWKH8QLWHG6WDWHVZKLFKZLOOSXWDGGLWLRQDOSUHVVXUHRQSURGXFWSULFLQJUHLPEXUVHPHQWDQGXVDJH
ZKLFKPD\DGYHUVHO\DIIHFWRXUIXWXUHSURGXFWVDOHVDQGUHVXOWVRIRSHUDWLRQV7KHVHSUHVVXUHVFDQDULVHIURPUXOHVDQGSUDFWLFHVRIPDQDJHGFDUHJURXSV
MXGLFLDOGHFLVLRQVDQGJRYHUQPHQWDOODZVDQGUHJXODWLRQVUHODWHGWR0HGLFDUH0HGLFDLGDQGKHDOWKFDUHUHIRUPSKDUPDFHXWLFDOUHLPEXUVHPHQWSROLFLHVDQG
SULFLQJLQJHQHUDO
7KH86DQGVRPHIRUHLJQMXULVGLFWLRQVDUHFRQVLGHULQJRUKDYHHQDFWHGDQXPEHURIDGGLWLRQDOOHJLVODWLYHDQGUHJXODWRU\SURSRVDOVWRFKDQJHWKH
KHDOWKFDUHV\VWHPLQZD\VWKDWFRXOGDIIHFWRXUDELOLW\WRVHOORXUSURGXFWVSURILWDEO\$PRQJSROLF\PDNHUVDQGSD\RUVLQWKH8QLWHG6WDWHVDQGHOVHZKHUH
WKHUHLVVLJQLILFDQWLQWHUHVWLQSURPRWLQJFKDQJHVLQKHDOWKFDUHV\VWHPVZLWKWKHVWDWHGJRDOVRIFRQWDLQLQJKHDOWKFDUHFRVWV LQFOXGLQJDQXPEHURI
SURSRVDOVSHUWDLQLQJWRSUHVFULSWLRQGUXJVVSHFLILFDOO\ LPSURYLQJTXDOLW\DQGRUH[SDQGLQJDFFHVV)RUH[DPSOHLQ0DVVDFKXVHWWVWKH0DVV+HDOWK
SURJUDPKDVUHTXHVWHGSHUPLVVLRQIURPWKHIHGHUDOJRYHUQPHQWWRXVHFRPPHUFLDOWRROVVXFKDVDFORVHGIRUPXODU\WRQHJRWLDWHPRUHIDYRUDEOHUHEDWH
DJUHHPHQWVIURPGUXJPDQXIDFWXUHV7KHUHDOVRKDVEHHQSDUWLFXODUDQGLQFUHDVLQJOHJLVODWLYHDQGHQIRUFHPHQWLQWHUHVWLQWKH8QLWHG6WDWHVZLWKUHVSHFWWR
VSHFLDOW\GUXJSULFLQJSUDFWLFHVSDUWLFXODUO\ZLWKUHVSHFWWRGUXJVWKDWKDYHEHHQVXEMHFWWRUHODWLYHO\ODUJHSULFHLQFUHDVHVRYHUUHODWLYHO\VKRUWWLPH
SHULRGV6XFKLQWHUHVWKDVUHVXOWHGLQVHYHUDOUHFHQW86&RQJUHVVLRQDOLQTXLULHVDQGSURSRVHGDQGHQDFWHGIHGHUDODQGVWDWHOHJLVODWLRQGHVLJQHGWRDPRQJ
RWKHUWKLQJVEULQJPRUHWUDQVSDUHQF\WRGUXJSULFLQJUHYLHZWKHUHODWLRQVKLSEHWZHHQSULFLQJDQGPDQXIDFWXUHUSDWLHQWSURJUDPVUHGXFHWKHFRVWRIGUXJV
XQGHU0HGLFDUHDQGUHIRUPJRYHUQPHQWSURJUDPUHLPEXUVHPHQWPHWKRGRORJLHVIRUGUXJV$WWKHIHGHUDOOHYHOWKH7UXPSDGPLQLVWUDWLRQȍVEXGJHWSURSRVDO
IRUILVFDO\HDULQFOXGHVDELOOLRQDOORZDQFHWRVXSSRUWOHJLVODWLYHSURSRVDOVVHHNLQJWRUHGXFHGUXJSULFHVLQFUHDVHFRPSHWLWLRQORZHURXWRI
SRFNHWGUXJFRVWVIRUSDWLHQWVDQGLQFUHDVHSDWLHQWDFFHVVWRORZHUFRVWJHQHULFDQGELRVLPLODUGUXJV$GGLWLRQDOO\WKH7UXPSDGPLQLVWUDWLRQSUHYLRXVO\
UHOHDVHGDȐ%OXHSULQWȑWRORZHUGUXJSULFHVDQGUHGXFHRXWRISRFNHWFRVWVRIGUXJVWKDWFRQWDLQHGSURSRVDOVWRLQFUHDVHPDQXIDFWXUHUFRPSHWLWLRQLQFUHDVH
WKHQHJRWLDWLQJSRZHURIFHUWDLQIHGHUDOKHDOWKFDUHSURJUDPVLQFHQWLYL]HPDQXIDFWXUHUVWRORZHUWKHOLVWSULFHRIWKHLUSURGXFWVDQGUHGXFHWKHRXWRISRFNHW
FRVWVRIGUXJSURGXFWVSDLGE\FRQVXPHUV7KH86'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHVRU++6VROLFLWHGIHHGEDFNRQVRPHRIWKHVHPHDVXUHVDQG
KDVLPSOHPHQWHGRWKHUVXQGHULWVH[LVWLQJDXWKRULW\)RUH[DPSOHLQ0D\&06LVVXHGDILQDOUXOHWRDOORZ0HGLFDUH$GYDQWDJHSODQVWKHRSWLRQWR
XVHVWHSWKHUDS\IRU3DUW%GUXJVEHJLQQLQJ-DQXDU\7KLVILQDOUXOHFRGLILHG&06ȍVSROLF\FKDQJHWKDWZDVHIIHFWLYH-DQXDU\:KLOHVRPH
RIWKHVHDQGRWKHUPHDVXUHVPD\UHTXLUHDGGLWLRQDODXWKRUL]DWLRQWREHFRPHHIIHFWLYH&RQJUHVVDQGWKH7UXPSDGPLQLVWUDWLRQKDYHHDFKLQGLFDWHGWKDWLW
ZLOOFRQWLQXHWRVHHNQHZOHJLVODWLYHDQGRUDGPLQLVWUDWLYHPHDVXUHVWRFRQWUROGUXJFRVWV$WWKHVWDWHOHYHOOHJLVODWXUHVKDYHLQFUHDVLQJO\SDVVHG
OHJLVODWLRQDQGLPSOHPHQWHGUHJXODWLRQVGHVLJQHGWRFRQWUROSKDUPDFHXWLFDODQGELRORJLFDOSURGXFWSULFLQJLQFOXGLQJSULFHRUSDWLHQWUHLPEXUVHPHQW
FRQVWUDLQWVGLVFRXQWVUHVWULFWLRQVRQFHUWDLQSURGXFWDFFHVVDQGPDUNHWLQJFRVWGLVFORVXUHDQGWUDQVSDUHQF\PHDVXUHVDQGLQVRPHFDVHVGHVLJQHGWR
HQFRXUDJHLPSRUWDWLRQIURPRWKHUFRXQWULHVDQGEXONSXUFKDVLQJ)RUH[DPSOHLQ&DOLIRUQLDHIIHFWLYH-DQXDU\GUXJFRPSDQLHVPXVWQRWLI\
LQVXUHUVDQGJRYHUQPHQWUHJXODWRUVRIFHUWDLQSULFHLQFUHDVHVDQGSURYLGHDQH[SODQDWLRQRIWKHUHDVRQVIRUVXFKLQFUHDVHV
,QWKH8QLWHG6WDWHVWKHSKDUPDFHXWLFDOLQGXVWU\KDVDOUHDG\EHHQVLJQLILFDQWO\DIIHFWHGE\PDMRUOHJLVODWLYHLQLWLDWLYHVLQFOXGLQJIRUH[DPSOHWKH
$&$7KH$&$DPRQJRWKHUWKLQJVLPSRVHVDVLJQLILFDQWDQQXDOIHHRQFRPSDQLHVWKDWPDQXIDFWXUHRULPSRUWEUDQGHGSUHVFULSWLRQGUXJSURGXFWV,WDOVR
FRQWDLQVVXEVWDQWLDOSURYLVLRQVLQWHQGHGWREURDGHQDFFHVVWRKHDOWKLQVXUDQFHUHGXFHRUFRQVWUDLQWKHJURZWKRIKHDOWKFDUHVSHQGLQJDQGLPSRVHDGGLWLRQDO
KHDOWKSROLF\UHIRUPVDQ\RUDOORIZKLFKPD\DIIHFWRXUEXVLQHVV
7KHUHUHPDLQMXGLFLDODQG&RQJUHVVLRQDOFKDOOHQJHVWRFHUWDLQDVSHFWVRIWKH$&$DVZHOODVUHFHQWHIIRUWVE\WKH7UXPSDGPLQLVWUDWLRQWRUHSHDORU
UHSODFHFHUWDLQDVSHFWVRIWKH$&$6LQFH-DQXDU\3UHVLGHQW7UXPSKDVVLJQHGWZR([HFXWLYH2UGHUVDQGRWKHUGLUHFWLYHVGHVLJQHGWRGHOD\WKH
LPSOHPHQWDWLRQRIFHUWDLQSURYLVLRQVRIWKH$&$RURWKHUZLVHFLUFXPYHQWVRPHRIWKHUHTXLUHPHQWVIRUKHDOWKLQVXUDQFHPDQGDWHGE\WKH$&$
&RQFXUUHQWO\&RQJUHVVKDVFRQVLGHUHGOHJLVODWLRQWKDWZRXOGUHSHDORUUHSHDODQGUHSODFHDOORUSDUWRIWKH$&$:KLOH&RQJUHVVKDVQRWSDVVHG
FRPSUHKHQVLYHUHSHDOOHJLVODWLRQVHYHUDOELOOVDIIHFWLQJWKHLPSOHPHQWDWLRQRIFHUWDLQWD[HVXQGHUWKH$&$KDYHEHHQVLJQHGLQWRODZ7KH7D[&XWVDQG
-REV$FWRIRU7D[$FWLQFOXGHVDSURYLVLRQUHSHDOLQJHIIHFWLYH-DQXDU\WKHWD[EDVHGVKDUHGUHVSRQVLELOLW\SD\PHQWLPSRVHGE\WKH$&$
RQFHUWDLQLQGLYLGXDOVZKRIDLOWRPDLQWDLQTXDOLI\LQJKHDOWKFRYHUDJHIRUDOORUSDUWRID\HDUWKDWLVFRPPRQO\UHIHUUHGWRDVWKHȐLQGLYLGXDOPDQGDWHȑ,Q
DGGLWLRQWKHIHGHUDOVSHQGLQJSDFNDJHSHUPDQHQWO\HOLPLQDWHGHIIHFWLYH-DQXDU\WKH$&$PDQGDWHGȐ&DGLOODFȑWD[RQKLJKFRVWHPSOR\HU
VSRQVRUHGKHDOWKFRYHUDJHDQGPHGLFDOGHYLFHWD[DQGHIIHFWLYH-DQXDU\DOVRHOLPLQDWHVWKHKHDOWKLQVXUHUWD[7KH%LSDUWLVDQ%XGJHW$FWRI
RUWKH%%$DPRQJRWKHUWKLQJVDPHQGHGWKH$&$HIIHFWLYH-DQXDU\WRLQFUHDVHIURPSHUFHQWWRSHUFHQWWKHSRLQWRIVDOHGLVFRXQWWKDWLV
RZHGE\SKDUPDFHXWLFDOPDQXIDFWXUHUVZKRSDUWLFLSDWHLQ0HGLFDUH


3DUW'DQGFORVHWKHFRYHUDJHJDSLQPRVW0HGLFDUHGUXJSODQVFRPPRQO\UHIHUUHGWRDVWKHȐGRQXWKROHȑ,Q'HFHPEHU&06SXEOLVKHGDQHZILQDO
UXOHSHUPLWWLQJIXUWKHUFROOHFWLRQVDQGSD\PHQWVWRDQGIURPFHUWDLQ$&$TXDOLILHGKHDOWKSODQVDQGKHDOWKLQVXUDQFHLVVXHUVXQGHUWKH$&$ULVN
DGMXVWPHQWSURJUDPLQUHVSRQVHWRWKHRXWFRPHRIIHGHUDOGLVWULFWFRXUWOLWLJDWLRQUHJDUGLQJWKHPHWKRG&06XVHVWRGHWHUPLQHWKLVULVNDGMXVWPHQW2Q
'HFHPEHUD7H[DV86'LVWULFW&RXUW-XGJHUXOHGWKDWWKH$&$LVXQFRQVWLWXWLRQDOLQLWVHQWLUHW\EHFDXVHWKHȐLQGLYLGXDOPDQGDWHȑZDVUHSHDOHG
E\&RQJUHVVDVSDUWRIWKH7D[$FW$GGLWLRQDOO\RQ'HFHPEHUWKH86&RXUWRI$SSHDOVIRUWKHWK&LUFXLWXSKHOGWKH'LVWULFW&RXUWUXOLQJWKDW
WKHLQGLYLGXDOPDQGDWHZDVXQFRQVWLWXWLRQDODQGUHPDQGHGWKHFDVHEDFNWRWKH'LVWULFW&RXUWWRGHWHUPLQHZKHWKHUWKHUHPDLQLQJSURYLVLRQVRIWKH$&$
DUHLQYDOLGDVZHOO,WLVXQFOHDUKRZWKLVGHFLVLRQIXWXUHGHFLVLRQVVXEVHTXHQWDSSHDOVDQGRWKHUHIIRUWVWRUHSHDODQGUHSODFHWKH$&$ZLOOLPSDFWWKH
$&$
2WKHUOHJLVODWLYHFKDQJHVKDYHDOVREHHQSURSRVHGDQGDGRSWHGVLQFHWKH$&$ZDVHQDFWHG)RUH[DPSOHWKH%XGJHW&RQWURO$FWRIUHVXOWHG
LQDJJUHJDWHUHGXFWLRQVLQ0HGLFDUHSD\PHQWVWRSURYLGHUVRIXSWRWZRSHUFHQWSHUILVFDO\HDUVWDUWLQJLQDQGGXHWRVXEVHTXHQWOHJLVODWLYH
DPHQGPHQWVWRWKHVWDWXWHLQFOXGLQJWKH%%$ZLOOUHPDLQLQHIIHFWWKURXJKXQOHVVDGGLWLRQDO&RQJUHVVLRQDODFWLRQLVWDNHQ,QDGGLWLRQWKH
$PHULFDQ7D[SD\HU5HOLHI$FWRIDPRQJRWKHUWKLQJVUHGXFHG0HGLFDUHSD\PHQWVWRVHYHUDOW\SHVRISURYLGHUVDQGLQFUHDVHGWKHVWDWXWHRI
OLPLWDWLRQVSHULRGIRUWKHJRYHUQPHQWWRUHFRYHURYHUSD\PHQWVWRSURYLGHUVIURPWKUHHWRILYH\HDUV6XFKODZVDQGRWKHUVWKDWPD\DIIHFWRXUEXVLQHVVWKDW
KDYHEHHQUHFHQWO\HQDFWHGRUPD\LQWKHIXWXUHEHHQDFWHGPD\UHVXOWLQDGGLWLRQDOUHGXFWLRQVLQ0HGLFDUHDQGRWKHUKHDOWKFDUHIXQGLQJ
$GGLWLRQDOO\RQ0D\WKH7ULFNHWW:HQGOHU)UDQN0RQJLHOOR-RUGDQ0F/LQQDQG0DWWKHZ%HOOLQD5LJKWWR7U\$FWRIRUWKH5LJKW
WR7U\$FWZDVVLJQHGLQWRODZ7KHODZDPRQJRWKHUWKLQJVSURYLGHVDIHGHUDOIUDPHZRUNIRUFHUWDLQSDWLHQWVWRDFFHVVFHUWDLQLQYHVWLJDWLRQDOQHZGUXJ
SURGXFWVWKDWKDYHFRPSOHWHGD3KDVH,FOLQLFDOWULDODQGWKDWDUHXQGHUJRLQJLQYHVWLJDWLRQIRU)'$DSSURYDO8QGHUFHUWDLQFLUFXPVWDQFHVHOLJLEOHSDWLHQWV
FDQVHHNWUHDWPHQWZLWKRXWHQUROOLQJLQFOLQLFDOWULDOVDQGZLWKRXWREWDLQLQJ)'$SHUPLVVLRQXQGHUWKH)'$H[SDQGHGDFFHVVSURJUDP7KHUHLVQR
REOLJDWLRQIRUDSKDUPDFHXWLFDOPDQXIDFWXUHUWRPDNHLWVGUXJSURGXFWVDYDLODEOHWRHOLJLEOHSDWLHQWVDVDUHVXOWRIWKH5LJKWWR7U\$FWDQGWKH5LJKWWR7U\
$FWGRHVQRWLQYDOLGDWHFXUUHQWO\H[LVWLQJH[SDQGHGDFFHVVSURJUDPV
0$18)$&785,1*
:HUHO\RQRXUIDFLOLW\LQ'¼VVHOGRUI*HUPDQ\DQGWKLUGSDUWLHVWRSHUIRUPWKHPXOWLSOHSURFHVVHVLQYROYHGLQPDQXIDFWXULQJ+(3/,6$9%DQGRXU
SURGXFWFDQGLGDWHVLQFOXGLQJWKHPDQXIDFWXULQJRI7/5DJRQLVWVDQWLJHQVDQGWKHIRUPXODWLRQILOODQGILQLVKRIWKHUHVXOWDQWSURGXFWV:HKDYHUHOLHGRQ
DOLPLWHGQXPEHURIVXSSOLHUVWRSURGXFHSURGXFWVIRUFOLQLFDOWULDOVDQGDVLQJOHVXSSOLHUWRSURGXFHRXUIRU+(3/,6$9%,QRUGHUWRVXFFHVVIXOO\
PDQXIDFWXUHDQGFRPPHUFLDOL]H+(3/,6$9%ZHKDYHVHFXUHGORQJWHUPVXSSO\DJUHHPHQWVZLWKWKHNH\WKLUGSDUW\VXSSOLHUVDQGYHQGRUVIRUVXSSO\RI
SURGXFWIRUFRPPHUFLDOL]DWLRQ7RGDWHZHKDYHPDQXIDFWXUHGRQO\VPDOOTXDQWLWLHVRI7/5DJRQLVWVRXUVHOYHVIRUGHYHORSPHQWSXUSRVHV:HFXUUHQWO\
PDQXIDFWXUHWKH+%V$JIRU+(3/,6$9%DWRXU'\QDYD[*PE+IDFLOLW\
&200,70(1772&203/,$1&($1'(19,5210(17
:HDUHFRPPLWWHGWRFRQGXFWLQJRXUEXVLQHVVLQFRPSOLDQFHZLWKDOODSSOLFDEOHOHJDODQGHWKLFDOVWDQGDUGV,QDGGLWLRQZHDUHFRPPLWWHGWR
KHOSLQJWRSURWHFWWKHHQYLURQPHQW
2XU(WKLFVDQG&RPSOLDQFHSURJUDPLQFOXGHVRXU&RGHRI%XVLQHVV&RQGXFW Ȑ&RGHȑ ZKLFKVHWVIRUWKRXUH[SHFWDWLRQVRIDOO'\QDYD[HPSOR\HHV
JOREDOO\WKDWWKH\FRQGXFWWKHLUEXVLQHVVDFWLYLWLHVLQDOHJDODQGHWKLFDOPDQQHU7KH&RGHFDQEHIRXQGRQ'\QDYD[FRPXQGHUWKHKHDGHUȐ,QYHVWRU
5HODWLRQVȑDQGZLWKLQWKDWXQGHUWKHKHDGHUȐ&RUSRUDWH*RYHUQDQFHDQG&RPSOLDQFHȑ:HKDYHD&KLHI(WKLFVDQG&RPSOLDQFH2IILFHUD&RPSOLDQFH
6WHHULQJ&RPPLWWHHDQGSROLFLHVSURFHGXUHVDQGWUDLQLQJDGGUHVVLQJVSHFLILFDVSHFWVRIRXUEXVLQHVVLQFOXGLQJDGYHUWLVLQJDQGSURPRWLRQHQJDJHPHQWV
ZLWKKHDOWKFDUHSURYLGHUVDQGUHJDUGLQJRXUEXVLQHVVDFWLYLWLHVRXWVLGHWKH8QLWHG6WDWHVWRHQVXUHWKH\FRPSO\ZLWKWKH86)RUHLJQ&RUUXSW3UDFWLFHV
$FWDQGDOORWKHUDSSOLFDEOHDQWLFRUUXSWLRQODZV:HFHUWLI\RQDQDQQXDOEDVLVWRKDYLQJDFRPSUHKHQVLYHFRPSOLDQFHSURJUDPWKDWPHHWVWKHVWDQGDUGVVHW
IRUWKXQGHU&DOLIRUQLDODZ7KLVFHUWLILFDWLRQZKLFKVHWVIRUWKDOORIWKHHOHPHQWVRIRXUKHDOWKFDUHFRPSOLDQFHSURJUDPFDQEHIRXQGRQRXUZHEVLWH


:HDOVRFDUHDERXWWKHHQYLURQPHQW7RWKDWHQGRXUKHDGTXDUWHUVLVLQDEXLOGLQJFHUWLILHGDVȐ*ROGȑOHYHORQWKH/(('6FRUHFDUGDVVHWIRUWKE\
WKH8QLWHG6WDWHV*UHHQ%XLOGLQJ&RPPLWWHH$GGLWLRQDOO\WKH&RPSDQ\RIIHUVLQFHQWLYHVWRHPSOR\HHVWRXWLOL]HSXEOLFWUDQVLWLQRUGHUWRUHGXFHWUDIILF
FRQJHVWLRQDQGSROOXWLRQDQGWKHUHLVDIUHHVKXWWOHIURPRXUEXLOGLQJWRSXEOLFWUDQVSRUWDWLRQ:HDOVRDOORZRXUHPSOR\HHVWRWHOHFRPPXWHRQHRUPRUH
GD\VDZHHNGHSHQGLQJRQWKHQDWXUHRIWKHLUUROHZKLFKIXUWKHUKHOSVUHGXFHFRQJHVWLRQDQGSROOXWLRQ,QDGGLWLRQZHKDYHDQDFWLYHUHF\FOLQJSURJUDP
:HFRQWLQXHWRFRQVLGHURWKHUZD\VLQZKLFKZHFDQFRQGXFWRXUEXVLQHVVLQDQHQYLURQPHQWDOO\IULHQGO\PDQQHU
:HKDYHPDGHDQGZLOOFRQWLQXHWRPDNHH[SHQGLWXUHVIRUHQYLURQPHQWDOFRPSOLDQFHDQGSURWHFWLRQ:HGRQRWH[SHFWWKDWH[SHQGLWXUHVIRU
FRPSOLDQFHZLWKHQYLURQPHQWDOODZVZLOOKDYHDPDWHULDOHIIHFWRQRXUUHVXOWVRIRSHUDWLRQVLQWKHIXWXUH
(03/2<((6
$VRI'HFHPEHUZHKDGHPSOR\HHVLQFOXGLQJHPSOR\HHVDWRXUFRUSRUDWHKHDGTXDUWHUVLQ(PHU\YLOOH&DOLIRUQLDILHOGEDVHG
HPSOR\HHVORFDWHGWKURXJKRXWWKH86DQGHPSOR\HHVLQRXURIILFHDQGPDQXIDFWXULQJIDFLOLW\LQ'¼VVHOGRUI*HUPDQ\
7+(&203$1<$1'%$&.*5281'
'\QDYD[7HFKQRORJLHV&RUSRUDWLRQZDVLQFRUSRUDWHGLQ&DOLIRUQLDLQ$XJXVWXQGHUWKHQDPH'RXEOH+HOL[&RUSRUDWLRQDQGZHFKDQJHGRXU
QDPHWR'\QDYD[7HFKQRORJLHV&RUSRUDWLRQLQ6HSWHPEHU:HZHUHUHLQFRUSRUDWHGLQ'HODZDUHLQ1RYHPEHUDQGOLVWHGRQWKH1DVGDT&DSLWDO
0DUNHWXQGHUWKHWLFNHUV\PEROȐ'9$;ȑ
2XUSULQFLSDOH[HFXWLYHRIILFHVDUHORFDWHGDW3RZHOO6WUHHW6XLWH(PHU\YLOOH&DOLIRUQLD2XUWHOHSKRQHQXPEHULV  
:HPDNHDYDLODEOHIUHHRIFKDUJHRQRXUZHEVLWHORFDWHGDWZZZG\QDYD[FRPRXUDQQXDOUHSRUWRQ)RUP.TXDUWHUO\UHSRUWVRQ)RUP4
FXUUHQWUHSRUWVRQ)RUP.DQGDQ\DPHQGPHQWVWRWKRVHUHSRUWVDVVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUILOLQJVXFKUHSRUWVZLWKWKH6HFXULWLHVDQG
([FKDQJH&RPPLVVLRQ2XUFRGHRIFRQGXFWDXGLWFRPPLWWHHFKDUWHUQRPLQDWLQJDQGFRUSRUDWHJRYHUQDQFHFRPPLWWHHFKDUWHUFRPSHQVDWLRQFRPPLWWHH
FKDUWHUDQGDXGLWFRPPLWWHHFRPSODLQWSURFHGXUHVDUHDOVRSRVWHGRQRXUZHEVLWHDQGDUHHDFKDYDLODEOHLQSULQWWRDQ\VWRFNKROGHUXSRQUHTXHVWE\ZULWLQJ
WR3RZHOO6WUHHW6XLWH(PHU\YLOOH&DOLIRUQLD7KHFRQWHQWVRIRXUZHEVLWHDUHQRWLQFRUSRUDWHGE\UHIHUHQFHLQWRWKLVUHSRUW


,7(0$

5,6.)$&7256

9DULRXVVWDWHPHQWVLQWKLV$QQXDO5HSRUWRQ)RUP.DUHIRUZDUGORRNLQJVWDWHPHQWVFRQFHUQLQJRXUIXWXUHHIIRUWVWRREWDLQUHJXODWRU\DSSURYDO
DFKLHYHUHVWUXFWXULQJJRDOVFRPPHUFLDOL]HDSSURYHGSURGXFWVH[SHQVHVUHYHQXHVOLTXLGLW\DQGFDVKQHHGVDVZHOODVRXUSODQVDQGVWUDWHJLHV7KHVH
IRUZDUGORRNLQJVWDWHPHQWVDUHEDVHGRQFXUUHQWH[SHFWDWLRQVDQGZHDVVXPHQRREOLJDWLRQWRXSGDWHWKLVLQIRUPDWLRQ1XPHURXVIDFWRUVFRXOGFDXVHRXU
DFWXDOUHVXOWVWRGLIIHUVLJQLILFDQWO\IURPWKHUHVXOWVGHVFULEHGLQWKHVHIRUZDUGORRNLQJVWDWHPHQWVLQFOXGLQJWKHIROORZLQJULVNIDFWRUV
5LVNV5HODWHGWRRXU%XVLQHVVDQG&DSLWDO5HTXLUHPHQWV
+(3/,6$9%KDVEHHQODXQFKHGLQWKH8QLWHG6WDWHVDQGWKHUHLVVLJQLILFDQWFRPSHWLWLRQLQWKHPDUNHWSODFH6LQFHWKLVLVRXUILUVWPDUNHWHGSURGXFW
WKHWLPLQJRIXSWDNHDQGGLVWULEXWLRQHIIRUWVDUHXQSUHGLFWDEOHDQGWKHUHLVDULVNWKDWZHPD\QRWDFKLHYHDQGVXVWDLQFRPPHUFLDOVXFFHVVIRU
+(3/,6$9%
:HKDYHHVWDEOLVKHGVDOHVPDUNHWLQJDQGGLVWULEXWLRQFDSDELOLWLHVDQGFRPPHUFLDOL]HG+(3/,6$9%LQWKH866XFFHVVIXOFRPPHUFLDOL]DWLRQRI
+(3/,6$9%ZLOOUHTXLUHVLJQLILFDQWUHVRXUFHVDQGWLPHDQGZKLOH'\QDYD[SHUVRQQHODUHH[SHULHQFHGZLWKUHVSHFWWRPDUNHWLQJRIKHDOWKFDUHSURGXFWV
EHFDXVH+(3/,6$9%LVWKHFRPSDQ\ȍVILUVWPDUNHWHGSURGXFWWKHSRWHQWLDOXSWDNHRIWKHSURGXFWLQGLVWULEXWLRQDQGWKHWLPLQJIRUJURZWKLQVDOHVLIDQ\
LVXQSUHGLFWDEOHDQGZHPD\QRWEHVXFFHVVIXOLQFRPPHUFLDOL]LQJ+(3/,6$9%,QSDUWLFXODUVXFFHVVIXOFRPPHUFLDOL]DWLRQRI+(3/,6$9%ZLOOUHTXLUH
WKDWZHFRQWLQXHWRQHJRWLDWHDQGHQWHULQWRFRQWUDFWVZLWKZKROHVDOHUVGLVWULEXWRUVJURXSSXUFKDVLQJRUJDQL]DWLRQVDQGRWKHUSDUWLHVDQGWKDWZHPDLQWDLQ
WKRVHFRQWUDFWXDOUHODWLRQVKLSV7KHUHLVDULVNWKDWZHPD\QRWFRPSOHWHRUPDLQWDLQDOORIWKHVHLPSRUWDQWFRQWUDFWVRQIDYRUDEOHWHUPVRUWKDWLQD
SRWHQWLDOO\HYROYLQJUHLPEXUVHPHQWHQYLURQPHQWRXUHIIRUWVFDQRYHUFRPHHVWDEOLVKHGFRPSHWLWLRQDWIDYRUDEOHSULFLQJ
:HFRQYHUWHGRXUFRQWUDFWHGILHOGVDOHVWHDPLQWRIXOOWLPH'\QDYD[HPSOR\HHVLQWKHVHFRQGTXDUWHURI:HKDYHQRWSUHYLRXVO\HPSOR\HGDQ
LQKRXVHILHOGVDOHVWHDPDQGWKXVKDYHOLPLWHGH[SHULHQFHLQRYHUVHHLQJDQGPDQDJLQJDQHPSOR\HGVDOHVIRUFH,QDGGLWLRQUHWHQWLRQRIFDSDEOHVDOHV
SHUVRQQHOPD\EHPRUHGLIILFXOWZLWKDVLQJOHSURGXFWRIIHULQJDQGZHPXVWUHWDLQRXUVDOHVIRUFHLQRUGHUIRU+(3/,6$9%WRHVWDEOLVKDFRPPHUFLDO
SUHVHQFH
0RUHRYHUZHH[SHFWWKDWVLJQLILFDQWUHVRXUFHVZLOOQHHGWREHLQYHVWHGLQRUGHUWRVXFFHVVIXOO\PDUNHWVHOODQGGLVWULEXWH+(3/,6$9%IRUXVH
ZLWKGLDEHWHVSDWLHQWVRQHRIRXUWDUJHWHGSDWLHQWSRSXODWLRQV$OWKRXJKWKH&HQWHUVIRU'LVHDVH&RQWURODQG3UHYHQWLRQ Ȑ&'&ȑ DQGWKH&'&ȍV$GYLVRU\
&RPPLWWHHRQ,PPXQL]DWLRQ3UDFWLFHV Ȑ$&,3ȑ UHFRPPHQGWKDWSDWLHQWVZLWKGLDEHWHVUHFHLYHKHSDWLWLV%YDFFLQDWLRQVZHDUHXQDEOHWRSUHGLFWKRZ
PDQ\RIWKRVHSDWLHQWVPD\UHFHLYH+(3/,6$9%
,QDGGLWLRQWRWKHULVNVZLWKHPSOR\LQJDQGPDLQWDLQLQJRXURZQFRPPHUFLDOFDSDELOLWLHVDQGZLWKFRQWUDFWLQJRWKHUIDFWRUVWKDWPD\LQKLELWRXU
HIIRUWVWRVXFFHVVIXOO\FRPPHUFLDOL]H+(3/,6$9%LQFOXGH


ȕ

ZKHWKHUZHDUHDEOHWRUHFUXLWDQGUHWDLQDGHTXDWHQXPEHUVRIHIIHFWLYHVDOHVDQGPDUNHWLQJSHUVRQQHO



ȕ

ZKHWKHUZHDUHDEOHWRDFFHVVNH\KHDOWKFDUHSURYLGHUVWRGLVFXVV+(3/,6$9%



ȕ

ZKHWKHUZHFDQFRPSHWHVXFFHVVIXOO\DVDQHZHQWUDQWLQHVWDEOLVKHGGLVWULEXWLRQFKDQQHOVIRUYDFFLQHSURGXFWVDQG



ȕ

ZKHWKHUZHZLOOPDLQWDLQVXIILFLHQWIXQGLQJWRFRYHUWKHFRVWVDQGH[SHQVHVDVVRFLDWHGZLWKFUHDWLQJDQGVXVWDLQLQJDFDSDEOHVDOHVDQG
PDUNHWLQJRUJDQL]DWLRQDQGUHODWHGFRPPHUFLDOLQIUDVWUXFWXUH

,IZHDUHQRWVXFFHVVIXOZHPD\EHUHTXLUHGWRFROODERUDWHRUSDUWQHU+(3/,6$9%ZLWKDWKLUGSDUW\SKDUPDFHXWLFDORUELRWHFKQRORJ\FRPSDQ\
ZLWKH[LVWLQJSURGXFWV7RWKHH[WHQWZHFROODERUDWHRUSDUWQHUWKHILQDQFLDOYDOXHZLOOEHVKDUHGZLWKDQRWKHUSDUW\DQGZHZLOOQHHGWRHVWDEOLVKDQG
PDLQWDLQDVXFFHVVIXOFROODERUDWLRQDUUDQJHPHQWDQGZHPD\QRWEHDEOHWRHQWHULQWRWKHVHDUUDQJHPHQWVRQDFFHSWDEOHWHUPVRULQDWLPHO\PDQQHULQ
RUGHUWRHVWDEOLVK+(3/,6$9%LQWKHPDUNHW7RWKHH[WHQWWKDWZHHQWHULQWRFRSURPRWLRQRURWKHUDUUDQJHPHQWVDQ\UHYHQXHVZHUHFHLYHZLOOGHSHQG
XSRQWKHHIIRUWVRIWKLUGSDUWLHVZKLFKPD\QRWEHVXFFHVVIXODQGDUHRQO\SDUWLDOO\LQRXUFRQWURO,QWKDWHYHQWRXUSURGXFWUHYHQXHVPD\EHORZHUWKDQLI
ZHPDUNHWHGDQGVROGRXUSURGXFWVGLUHFWO\ZLWKWKHKLJKHVWSULRULW\DQGZHPD\EHUHTXLUHGWRUHGXFHRUHOLPLQDWHPXFKRIRXUFRPPHUFLDOLQIUDVWUXFWXUH
DQGSHUVRQQHODVDUHVXOWRIVXFKFROODERUDWLRQRUSDUWQHUVKLS
,IZHRURXUSDUWQHUVLIDQ\DUHQRWVXFFHVVIXOLQVHWWLQJRXUPDUNHWLQJSULFLQJDQGUHLPEXUVHPHQWVWUDWHJLHVUHFUXLWLQJDQGPDLQWDLQLQJHIIHFWLYH
VDOHVDQGPDUNHWLQJSHUVRQQHORULQEXLOGLQJDQGPDLQWDLQLQJWKHLQIUDVWUXFWXUHWRVXSSRUWFRPPHUFLDORSHUDWLRQVZHZLOOKDYHGLIILFXOW\VXFFHVVIXOO\
FRPPHUFLDOL]LQJ+(3/,6$9%ZKLFKZRXOGDGYHUVHO\DIIHFWRXUEXVLQHVVDQGILQDQFLDOFRQGLWLRQ


:HIDFHXQFHUWDLQW\UHJDUGLQJFRYHUDJHSULFLQJDQGUHLPEXUVHPHQWDQGWKHSUDFWLFHVRIWKLUGSDUW\SD\RUVZKLFKPD\PDNHLWGLIILFXOWRULPSRVVLEOH
WRVHOORXUSURGXFWRUSURGXFWFDQGLGDWHVRQFRPPHUFLDOO\UHDVRQDEOHWHUPV
,QERWKGRPHVWLFDQGIRUHLJQPDUNHWVRXUDELOLW\WRDFKLHYHSURILWDELOLW\ZLOOGHSHQGLQSDUWRQWKHQHJRWLDWLRQRIDIDYRUDEOHSULFHDVZHOODVWKH
DYDLODELOLW\RIFRYHUDJHDQGDGHTXDWHUHLPEXUVHPHQWIURPWKLUGSDUW\SD\RUVLQSDUWLFXODUIRU+(3/,6$9%ZKHUHH[LVWLQJSURGXFWVDUHDOUHDG\
PDUNHWHG,QWKH86SULFLQJIRUKHSDWLWLV%YDFFLQHVLVFXUUHQWO\VWDEOHDQGUHLPEXUVHPHQWLVIDYRUDEOHDVSULYDWHDQGSXEOLFSD\RUVUHFRJQL]HWKHYDOXHRI
SURSK\OD[LVLQWKLVVHWWLQJJLYHQWKHKLJKFRVWVRISRWHQWLDOPRUELGLW\DQGPRUWDOLW\DQGZHKDYHDFKLHYHGFRYHUDJHZLWKPRVWWKLUGSDUW\SD\RUV+RZHYHU
WKHUHLVDULVNWKDWVRPHSD\RUVPD\OLPLWFRYHUDJHWRVSHFLILFSURGXFWVRQDQDSSURYHGOLVWDOVRNQRZQDVDIRUPXODU\ZKLFKPLJKWQRWLQFOXGH
+(3/,6$9%7KXVWKHUHFDQEHQRDVVXUDQFHWKDW+(3/,6$9%ZLOODFKLHYHDQGVXVWDLQVWDEOHSULFLQJDQGIDYRUDEOHUHLPEXUVHPHQW2XUDELOLW\WR
VXFFHVVIXOO\REWDLQDQGUHWDLQPDUNHWVKDUHDQGDFKLHYHDQGVXVWDLQSURILWDELOLW\ZLOOEHVLJQLILFDQWO\GHSHQGHQWRQWKHPDUNHWȍVDFFHSWDQFHRIDSULFHIRU
+(3/6,$9%VXIILFLHQWWRDFKLHYHSURILWDELOLW\DQGIXWXUHDFFHSWDQFHRIVXFKSULFLQJ
7KLUGSDUW\SD\RUVDUHLQFUHDVLQJO\FKDOOHQJLQJWKHSULFHDQGFRVWHIIHFWLYHQHVVRIPHGLFDOSURGXFWVDQGVHUYLFHVDQGSULFLQJDVZHOODVFRYHUDJH
DQGUHLPEXUVHPHQWGHFLVLRQVPD\QRWDOORZRXUIXWXUHSURGXFWVWRFRPSHWHHIIHFWLYHO\ZLWKH[LVWLQJFRPSHWLWLYHSURGXFWV%HFDXVHZHLQWHQGWRRIIHU
SURGXFWVLIDSSURYHGWKDWLQYROYHQHZWHFKQRORJLHVDQGQHZDSSURDFKHVWRWUHDWLQJGLVHDVHWKHZLOOLQJQHVVRIWKLUGSDUW\SD\RUVWRUHLPEXUVHIRURXU
SURGXFWVLVXQFHUWDLQ:HZLOOKDYHWRFKDUJHDSULFHIRURXUSURGXFWVWKDWLVVXIILFLHQWWRHQDEOHXVWRUHFRYHURXUFRQVLGHUDEOHLQYHVWPHQWLQSURGXFW
GHYHORSPHQWDQGRXURSHUDWLQJFRVWV$GHTXDWHWKLUGSDUW\SD\RUUHLPEXUVHPHQWPD\QRWEHDYDLODEOHWRHQDEOHXVWRPDLQWDLQSULFHOHYHOVVXIILFLHQWWR
DFKLHYHSURILWDELOLW\DQGVXFKXQDYDLODELOLW\FRXOGKDUPRXUIXWXUHSURVSHFWVDQGUHGXFHRXUVWRFNSULFH
$OVRWKHUHKDVEHHQKHLJKWHQHGJRYHUQPHQWDOVFUXWLQ\UHFHQWO\LQWKH86RYHUSKDUPDFHXWLFDOSULFLQJSUDFWLFHVLQOLJKWRIWKHULVLQJFRVWRI
SUHVFULSWLRQGUXJVDQGELRORJLFV6XFKVFUXWLQ\KDVUHVXOWHGLQVHYHUDOUHFHQW&RQJUHVVLRQDOLQTXLULHVDQGSURSRVHGDQGHQDFWHGIHGHUDODQGVWDWHOHJLVODWLRQ
GHVLJQHGWRDPRQJRWKHUWKLQJVEULQJPRUHWUDQVSDUHQF\WRSURGXFWSULFLQJUHYLHZWKHUHODWLRQVKLSEHWZHHQSULFLQJDQGPDQXIDFWXUHUSDWLHQWSURJUDPV
DQGUHIRUPJRYHUQPHQWSURJUDPUHLPEXUVHPHQWPHWKRGRORJLHVIRUSURGXFWV$WWKHIHGHUDOOHYHOWKH7UXPSDGPLQLVWUDWLRQȍVEXGJHWSURSRVDOIRUILVFDO
\HDULQFOXGHVDELOOLRQDOORZDQFHWRVXSSRUWOHJLVODWLYHSURSRVDOVVHHNLQJWRUHGXFHGUXJSULFHVLQFUHDVHFRPSHWLWLRQORZHURXWRISRFNHWGUXJ
FRVWVIRUSDWLHQWVDQGLQFUHDVHSDWLHQWDFFHVVWRORZHUFRVWJHQHULFDQGELRVLPLODUGUXJV$GGLWLRQDOO\WKH7UXPSDGPLQLVWUDWLRQSUHYLRXVO\UHOHDVHGD
Ȑ%OXHSULQWȑWRORZHUGUXJSULFHVDQGUHGXFHRXWRISRFNHWFRVWVRIGUXJVWKDWFRQWDLQHGSURSRVDOVWRLQFUHDVHPDQXIDFWXUHUFRPSHWLWLRQLQFUHDVHWKH
QHJRWLDWLQJSRZHURIFHUWDLQIHGHUDOKHDOWKFDUHSURJUDPVLQFHQWLYL]HPDQXIDFWXUHUVWRORZHUWKHOLVWSULFHRIWKHLUSURGXFWVDQGUHGXFHWKHRXWRISRFNHW
FRVWVRIGUXJSURGXFWVSDLGE\FRQVXPHUV7KH86'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHVRU++6KDVVROLFLWHGIHHGEDFNRQVRPHRIWKHVHPHDVXUHV
DQGKDVLPSOHPHQWHGRWKHUVXQGHULWVH[LVWLQJDXWKRULW\)RUH[DPSOHLQ0D\&06LVVXHGDILQDOUXOHWRDOORZ0HGLFDUH$GYDQWDJH3ODQVWKHRSWLRQ
RIXVLQJVWHSWKHUDS\IRU3DUW%GUXJVEHJLQQLQJ-DQXDU\7KLVILQDOUXOHFRGLILHG&06ȍVSROLF\FKDQJHWKDWZDVHIIHFWLYH-DQXDU\:KLOHD
QXPEHURIWKHVHDQGRWKHUPHDVXUHVPD\UHTXLUHDGGLWLRQDODXWKRUL]DWLRQWREHFRPHHIIHFWLYH&RQJUHVVDQGWKH7UXPSDGPLQLVWUDWLRQKDYHHDFKLQGLFDWHG
WKDWLWZLOOFRQWLQXHWRVHHNQHZOHJLVODWLYHDQGRUDGPLQLVWUDWLYHPHDVXUHVWRFRQWUROGUXJFRVWV$WWKHVWDWHOHYHOOHJLVODWXUHVKDYHLQFUHDVLQJO\SDVVHG
OHJLVODWLRQDQGLPSOHPHQWHGUHJXODWLRQVGHVLJQHGWRFRQWUROSKDUPDFHXWLFDODQGELRORJLFDOSURGXFWSULFLQJLQFOXGLQJSULFHRUSDWLHQWUHLPEXUVHPHQW
FRQVWUDLQWVGLVFRXQWVDQGUHVWULFWLRQVRQFHUWDLQSURGXFWDFFHVV,QVRPHFDVHVVXFKOHJLVODWLRQDQGUHJXODWLRQVKDYHEHHQGHVLJQHGWRHQFRXUDJH
LPSRUWDWLRQIURPRWKHUFRXQWULHVDQGEXONSXUFKDVLQJ7KHUHKDYHEHHQDQGOLNHO\ZLOOFRQWLQXHWREHOHJLVODWLYHDQGUHJXODWRU\SURSRVDOVDWWKHIRUHLJQ
IHGHUDODQGVWDWHOHYHOVGLUHFWHGDWEURDGHQLQJWKHDYDLODELOLW\RIKHDOWKFDUHDQGFRQWDLQLQJRUORZHULQJWKHFRVWRIKHDOWKFDUH:HFDQQRWSUHGLFWWKH
LQLWLDWLYHVWKDWPD\EHDGRSWHGLQWKHIXWXUHRUWKHHIIHFWDQ\VXFKLQLWLDWLYHVPD\KDYHRQRXUEXVLQHVV
:HLPSOHPHQWHGDVWUDWHJLFUHVWUXFWXULQJWRSULRULWL]HRXUYDFFLQHEXVLQHVVDQGH[SORUHVWUDWHJLFDOWHUQDWLYHVIRURXULPPXQRRQFRORJ\SRUWIROLRDQG
ZHFDQQRWDVVXUH\RXWKDWZHZLOOEHDEOHWRVXFFHVVIXOO\H[HFXWHRQDVWUDWHJLFDOWHUQDWLYHIRURXULPPXQRRQFRORJ\SRUWIROLR
,QWKHVHFRQGTXDUWHURIZHLPSOHPHQWHGDVWUDWHJLFUHVWUXFWXULQJWKDWZRXOGIRFXVRXUHIIRUWVRQ+(3/,6$9%ZKLFKLQFOXGHGDUHGXFWLRQ
LQRXUZRUNIRUFHDQGRSHUDWLRQVWRIRFXVUHVRXUFHVRQ+(3/,6$9%FRPPHUFLDOL]DWLRQDQGVDOHVH[HFXWLRQDVZHOODVDVVHVVDGGLWLRQDORSSRUWXQLWLHVWR
OHYHUDJHRXUDGMXYDQW$GGLWLRQDOO\ZHDUHVHHNLQJVWUDWHJLFDOWHUQDWLYHVIRURXULPPXQRRQFRORJ\SRUWIROLRLQFOXGLQJRXUGHYHORSPHQWVWDJH
SURGXFWVVXFKDV6'DQG'9,QFRQQHFWLRQZLWKWKHUHVWUXFWXULQJZHPDGHWKHGHWHUPLQDWLRQWRZLQGGRZQRQJRLQJLPPXQRRQFRORJ\WULDOV2XU
DELOLW\WRVXFFHVVIXOO\H[HFXWHRQDVWUDWHJLFDOWHUQDWLYHIRURXULPPXQRRQFRORJ\SRUWIROLRLVGHSHQGHQWRQDQXPEHURIIDFWRUVDQGZHPD\QRWEHDEOHWR
H[HFXWHXSRQDWUDQVDFWLRQRURWKHUVWUDWHJLFDOWHUQDWLYHIRURXULPPXQRRQFRORJ\SRUWIROLRXSRQIDYRUDEOHWHUPVZLWKLQDQDGYDQWDJHRXVWLPHIUDPHDQG
UHFRJQL]HVLJQLILFDQWYDOXHIRUWKHVHDVVHWVLIDWDOO$GGLWLRQDOO\WKHQHJRWLDWLRQDQGFRQVXPPDWLRQRIDWUDQVDFWLRQRURWKHUVWUDWHJLFDOWHUQDWLYHLQYROYLQJ
RXULPPXQRRQFRORJ\PD\EHFRVWO\DQGWLPHFRQVXPLQJ2XUVWUDWHJLFUHVWUXFWXULQJPD\QRWUHVXOWLQDQWLFLSDWHGVDYLQJVRURWKHUHFRQRPLFEHQHILWV
FRXOGUHVXOWLQWRWDOFRVWVDQGH[SHQVHVWKDWDUHJUHDWHUWKDQH[SHFWHGFRXOGPDNHLWPRUHGLIILFXOWWRDWWUDFWDQGUHWDLQTXDOLILHGSHUVRQQHODQGPD\GLVUXSW
RXURSHUDWLRQVHDFKRIZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV


:HDUHVXEMHFWWRRQJRLQJ)'$SRVWPDUNHWLQJREOLJDWLRQVFRQFHUQLQJ+(3/,6$9%ZKLFKPD\UHVXOWLQVLJQLILFDQWDGGLWLRQDOH[SHQVHDQGZHPD\
EHVXEMHFWWRSHQDOWLHVLIZHIDLOWRFRPSO\ZLWKUHJXODWRU\UHTXLUHPHQWVRUH[SHULHQFHXQDQWLFLSDWHGSUREOHPVZLWK+(3/,6$9%
2XU+(3/,6$9%UHJXODWRU\DSSURYDOLQWKH8QLWHG6WDWHVLVVXEMHFWWRFHUWDLQSRVWPDUNHWLQJREOLJDWLRQVDQGFRPPLWPHQWVWRWKH)'$)RU
H[DPSOHZHPXVWFRQGXFWDQREVHUYDWLRQDOFRPSDUDWLYHVWXG\RI+(3/,6$9%WR(QHUJL[%WRDVVHVVRFFXUUHQFHRIDFXWHP\RFDUGLDOLQIDUFWLRQRU$0,
7KLVVWXG\ZDVLQLWLDWHGLQ$XJXVWDQGLVVFKHGXOHGWRFRQWLQXHWKURXJK1RYHPEHU:HPXVWDOVRWFRQGXFWDQREVHUYDWLRQDOVXUYHLOODQFHVWXG\
WRHYDOXDWHWKHLQFLGHQFHRIQHZRQVHWLPPXQHPHGLDWHGGLVHDVHVKHUSHV]RVWHUDQGDQDSK\OD[LVDQGZHDUHUHTXLUHGWRHVWDEOLVKDSUHJQDQF\UHJLVWU\WR
SURYLGHLQIRUPDWLRQRQRXWFRPHVIROORZLQJSUHJQDQF\H[SRVXUHWR+(3/,6$9%7KHVHVWXGLHVZLOOUHTXLUHVLJQLILFDQWHIIRUWDQGUHVRXUFHVDQGIDLOXUHWR
WLPHO\FRQGXFWWKHVHVWXGLHVRUFRPSOHWHWKHVHVWXGLHVWRWKHVDWLVIDFWLRQRI)'$FRXOGUHVXOWLQZLWKGUDZDORIRXU%/$DSSURYDOZKLFKZRXOGKDYHD
PDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVILQDQFLDOFRQGLWLRQDQGSURVSHFWV7KHUHVXOWVRISRVWPDUNHWLQJVWXGLHVPD\DOVRUHVXOWLQ
DGGLWLRQDOZDUQLQJVRUSUHFDXWLRQVIRUWKH+(3/,6$9%ODEHORUH[SRVHDGGLWLRQDOVDIHW\FRQFHUQVWKDWPD\UHVXOWLQSURGXFWOLDELOLW\DQGZLWKGUDZDORI
WKHSURGXFWIURPWKHPDUNHWDQ\RIZKLFKPD\KDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVILQDQFLDOFRQGLWLRQDQGSURVSHFWV
,Q'HFHPEHUZHILOHGZLWKWKH)'$DFXPXODWLYHUHSRUWRQERWKLQWHULPDQDO\VHVRIWKHRQJRLQJREVHUYDWLRQDOFRPSDUDWLYH$0,VWXG\7KH
LQWHULPDQDO\VHVZHUHEDVHGRQFXUUHQWO\DYDLODEOHGDWDDQGWKHILQDOUHVXOWVUHODWHGILQGLQJVDQGFRQFOXVLRQVRIWKHVWXG\ZLOOQRWEHNQRZQXQWLOLWV
FRPSOHWLRQDQGWKHUHFHLSWDQGUHYLHZRIWKHFRPSOHWHVWXG\GDWD,QWHULPUHVXOWVPD\QRWEHUHSURGXFHGLQWKHIXWXUHDQGWKXVVKRXOGEHFRQVLGHUHG
FDUHIXOO\DQGQRWUHOLHGXSRQDVLQGLFDWLYHRIIXWXUHVWXG\UHVXOWV0DWHULDODGYHUVHGLIIHUHQFHVLQILQDOGDWDFRPSDUHGWRLQWHULPGDWDFRXOGVLJQLILFDQWO\
DGYHUVHO\DIIHFWRXUEXVLQHVVDQGEXVLQHVVSURVSHFWVLQFOXGLQJRXUIXWXUH+(3/,6$9%EXVLQHVV&HUWDLQDVVXPSWLRQVHVWLPDWLRQVFDOFXODWLRQVDQG
FRQFOXVLRQVPD\KDYHEHHQPDGHLQFRQQHFWLRQZLWKWKHLQWHULPDQDO\VHVRIWKHVWXG\GDWDDQGRWKHUVLQFOXGLQJUHJXODWRU\DJHQFLHVPD\QRWDFFHSWRU
DJUHHZLWKWKHVHDVVXPSWLRQVHVWLPDWLRQVFDOFXODWLRQVRUFRQFOXVLRQVRUPD\LQWHUSUHWRUZHLJKWKHLPSRUWDQFHRIGDWDGLIIHUHQWO\ZKLFKFRXOGLPSDFWWKH
DFWXDORUSHUFHLYHGYDOXHRIWKHVWXG\+(3/,6$9%RUWKH&RPSDQ\LQJHQHUDO
,QDGGLWLRQWKHPDQXIDFWXULQJSURFHVVHVODEHOOLQJSDFNDJLQJGLVWULEXWLRQDGYHUVHHYHQWUHSRUWLQJVWRUDJHDGYHUWLVLQJSURPRWLRQDQG
UHFRUGNHHSLQJIRU+(3/,6$9%DUHVXEMHFWWRH[WHQVLYHDQGRQJRLQJUHJXODWRU\UHTXLUHPHQWV7KHVHUHTXLUHPHQWVLQFOXGHVXEPLVVLRQVRIVDIHW\DQGRWKHU
SRVWPDUNHWLQJLQIRUPDWLRQDQGUHSRUWVUHJLVWUDWLRQDVZHOODVFRQWLQXHGFRPSOLDQFHZLWKF*03V*&3V,&+JXLGHOLQHVDQG*/3V,IZHDUHQRWDEOHWR
PHHWDQGPDLQWDLQUHJXODWRU\FRPSOLDQFHZHPD\ORVHPDUNHWLQJDSSURYDODQGEHUHTXLUHGWRZLWKGUDZRXUSURGXFW$VQRWHGLQWKHSUHFHGLQJSDUDJUDSK
ZLWKGUDZDOZRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV
,I+(3/,6$9%RUDQ\SURGXFWVZHGHYHORSDUHQRWDFFHSWHGE\WKHPDUNHWRULIUHJXODWRU\DJHQFLHVOLPLWRXUODEHOLQJLQGLFDWLRQVUHTXLUHODEHOLQJ
FRQWHQWWKDWGLPLQLVKHVPDUNHWXSWDNHRI+(3/,6$9%RUDQ\RWKHUSURGXFWVZHGHYHORSRUOLPLWVRXUPDUNHWLQJFODLPVZHPD\EHXQDEOHWR
JHQHUDWHVLJQLILFDQWUHYHQXHVLIDQ\
(YHQLIZHREWDLQUHJXODWRU\DSSURYDOIRURXUSURGXFWFDQGLGDWHVVXFKDVWKH)'$DSSURYDORI+(3/,6$9%LQ1RYHPEHUDQGDUHDEOHWR
FRPPHUFLDOL]HWKHPDVZHKDYHZLWK+(3/,6$9%RXUSURGXFWVPD\QRWJDLQPDUNHWDFFHSWDQFHDPRQJSK\VLFLDQVSDWLHQWVKHDOWKFDUHSD\RUVDQGWKH
PHGLFDOFRPPXQLW\
7KHGHJUHHRIPDUNHWDFFHSWDQFHRI+(3/,6$9%DQGDQ\RIRXUIXWXUHDSSURYHGSURGXFWVZLOOGHSHQGXSRQDQXPEHURIIDFWRUVLQFOXGLQJ


ȕ

WKHLQGLFDWLRQIRUZKLFKWKHSURGXFWLVDSSURYHGDQGLWVDSSURYHGODEHOLQJ



ȕ

WKHSUHVHQFHRIRWKHUFRPSHWLQJDSSURYHGWKHUDSLHV



ȕ

WKHSRWHQWLDODGYDQWDJHVRIWKHSURGXFWRYHUH[LVWLQJDQGIXWXUHWUHDWPHQWPHWKRGV



ȕ

WKHUHODWLYHFRQYHQLHQFHDQGHDVHRIDGPLQLVWUDWLRQRIWKHSURGXFW



ȕ

WKHVWUHQJWKRIRXUVDOHVPDUNHWLQJDQGGLVWULEXWLRQVXSSRUW



ȕ

WKHSULFHDQGFRVWHIIHFWLYHQHVVRIWKHSURGXFWDQG



ȕ

WKLUGSDUW\FRYHUDJHDQGDGHTXDWHUHLPEXUVHPHQWDQGWKHZLOOLQJQHVVRISDWLHQWVWRSD\RXWRISRFNHWLQWKHDEVHQFHRIVXIILFLHQW
UHLPEXUVHPHQWE\WKLUGSDUW\SD\RUV


7KH)'$RURWKHUUHJXODWRU\DJHQFLHVFRXOGOLPLWWKHODEHOLQJLQGLFDWLRQIRUZKLFKRXUSURGXFWFDQGLGDWHVPD\EHPDUNHWHGRUFRXOGRWKHUZLVH
OLPLWPDUNHWLQJHIIRUWVIRURXUSURGXFWV,IZHDUHXQDEOHWRDFKLHYHDSSURYDORUVXFFHVVIXOO\PDUNHWDQ\RIRXUSURGXFWFDQGLGDWHVRUPDUNHWLQJHIIRUWVDUH
UHVWULFWHGE\UHJXODWRU\OLPLWVRXUDELOLW\WRJHQHUDWHUHYHQXHVFRXOGEHVLJQLILFDQWO\LPSDLUHG
0DQ\RIRXUFRPSHWLWRUVKDYHJUHDWHUILQDQFLDOUHVRXUFHVDQGH[SHUWLVHWKDQZHGR,IZHDUHXQDEOHWRVXFFHVVIXOO\FRPSHWHZLWKH[LVWLQJRUSRWHQWLDO
FRPSHWLWRUVDVDUHVXOWRIWKHVHGLVDGYDQWDJHVZHPD\EHXQDEOHWRJHQHUDWHUHYHQXHVDQGRXUEXVLQHVVZLOOEHKDUPHG
:HFRPSHWHZLWKSKDUPDFHXWLFDOFRPSDQLHVELRWHFKQRORJ\FRPSDQLHVDFDGHPLFLQVWLWXWLRQVDQGUHVHDUFKRUJDQL]DWLRQVLQGHYHORSLQJDQG
PDUNHWLQJWKHUDSLHVWRSUHYHQWRUWUHDWFDQFHUDQGLQIHFWLRXVDQGLQIODPPDWRU\GLVHDVHV)RUH[DPSOH+(3/,6$9%FRPSHWHVLQWKH86ZLWKHVWDEOLVKHG
KHSDWLWLV%YDFFLQHVPDUNHWHGE\0HUFNDQG*OD[R6PLWK.OLQHSOF Ȑ*6.ȑ DQGLIDSSURYHGRXWVLGHWKH86ZLWKYDFFLQHVIURPWKRVHFRPSDQLHVDVZHOO
DVVHYHUDODGGLWLRQDOHVWDEOLVKHGSKDUPDFHXWLFDOFRPSDQLHV7KHUHDUHDOVRPRGLILHGVFKHGXOHVRIFRQYHQWLRQDOKHSDWLWLV%YDFFLQHVIRUOLPLWHGDJHUDQJHV
WKDWDUHDSSURYHGLQWKH(XURSHDQ8QLRQDQG86,QDGGLWLRQ+(3/,6$9%FRPSHWHVDJDLQVW7ZLQUL[DELYDOHQWYDFFLQHPDUNHWHGE\*6.IRUSURWHFWLRQ
DJDLQVWKHSDWLWLV%DQGKHSDWLWLV$$WKUHHGRVH+%9YDFFLQHLVUHSRUWHGWREHXQGHUGHYHORSPHQWE\9%,9DFFLQHV,QF Ȑ9%,ȑ 
:HDUHLQFRPSHWLWLRQZLWKFRPSDQLHVGHYHORSLQJYDFFLQHVDQGYDFFLQHDGMXYDQWVLQFOXGLQJ*6.3IL]HU6DQRIL0HUFN6HTLUXV$JHQXV
(PHUJHQW%LR6ROXWLRQV1RYDYD[0HGLFDJRDQG9%,
([LVWLQJDQGSRWHQWLDOFRPSHWLWRUVPD\DOVRFRPSHWHZLWKXVIRUTXDOLILHGFRPPHUFLDOVFLHQWLILFDQGPDQDJHPHQWSHUVRQQHODVZHOODVIRU
WHFKQRORJ\WKDWZRXOGRWKHUZLVHEHDGYDQWDJHRXVWRRXUEXVLQHVV2XUVXFFHVVLQGHYHORSLQJPDUNHWDEOHSURGXFWVDQGDFKLHYLQJDFRPSHWLWLYHSRVLWLRQZLOO
GHSHQGLQSDUWRQRXUDELOLW\WRDWWUDFWDQGUHWDLQTXDOLILHGSHUVRQQHOLQWKHQHDUWHUPSDUWLFXODUO\ZLWKUHVSHFWWR+(3/,6$9%FRPPHUFLDOL]DWLRQ,IZH
GRQRWVXFFHHGLQDWWUDFWLQJQHZSHUVRQQHODQGUHWDLQLQJDQGPRWLYDWLQJH[LVWLQJSHUVRQQHORXURSHUDWLRQVPD\VXIIHUDQGZHPD\EHXQDEOHWRREWDLQ
ILQDQFLQJHQWHULQWRFROODERUDWLYHDUUDQJHPHQWVVHOORXUSURGXFWFDQGLGDWHVRUJHQHUDWHUHYHQXHV
:HKDYHLQFXUUHGQHWORVVHVLQHDFK\HDUVLQFHRXULQFHSWLRQDQGDQWLFLSDWHWKDWZHZLOOFRQWLQXHWRLQFXUVLJQLILFDQWORVVHVIRUWKHIRUHVHHDEOHIXWXUH
XQOHVVZHFDQVXFFHVVIXOO\FRPPHUFLDOL]H+(3/,6$9%DQGLIZHDUHXQDEOHWRDFKLHYHDQGVXVWDLQSURILWDELOLW\WKHPDUNHWYDOXHRIRXUFRPPRQ
VWRFNZLOOOLNHO\GHFOLQH
:HKDYHJHQHUDWHGOLPLWHGUHYHQXHIURPWKHVDOHRISURGXFWVDQGKDYHLQFXUUHGORVVHVLQHDFK\HDUVLQFHZHFRPPHQFHGRSHUDWLRQVLQ2XU
QHWORVVHVIRU\HDUVHQGHG'HFHPEHUDQGZHUHPLOOLRQDQGPLOOLRQUHVSHFWLYHO\$VRI'HFHPEHUZHKDGDQ
DFFXPXODWHGGHILFLWRIELOOLRQ
:LWKRXULQYHVWPHQWLQWKHODXQFKDQGFRPPHUFLDOL]DWLRQRI+(3/,6$9%LQWKH86ZHH[SHFWWRFRQWLQXHLQFXUULQJRSHUDWLQJORVVHVIRUWKH
IRUHVHHDEOHIXWXUH2XUH[SHQVHVKDYHLQFUHDVHGVXEVWDQWLDOO\DVZHHVWDEOLVKHGDQGPDLQWDLQRXU+(3/,6$9%FRPPHUFLDOLQIUDVWUXFWXUHLQFOXGLQJ
LQYHVWPHQWVLQLQWHUQDOLQIUDVWUXFWXUHWRVXSSRUWRXUILHOGVDOHVIRUFHDQGLQYHVWPHQWVLQPDQXIDFWXULQJDQGVXSSO\FKDLQFRPPLWPHQWVWRPDLQWDLQ
FRPPHUFLDOVXSSO\RI+(3/,6$9%7KHWLPLQJIRUXSWDNHRIRXUSURGXFWLQWKH86KDVIXUWKHULQFUHDVHGORVVHVUHODWHGWRFRPPHUFLDOL]DWLRQDQGWKH
DGYDQFHPHQWRIRXURQFRORJ\SLSHOLQHKDVKLVWRULFDOO\LQFUHDVHGRXUFRVWVDVZHFRQGXFWHGPRUHDQGODUJHUVWXGLHVWRLQYHVWLQFOLQLFDOGHYHORSPHQW:KLOH
ZHDQWLFLSDWHRSHUDWLQJH[SHQGLWXUHVUHODWHGWRH[WHUQDORQFRORJ\FRVWVZLOOGHFUHDVHDVDUHVXOWRIRXUVWUDWHJLFUHVWUXFWXULQJGXHWRWKHQXPHURXVULVNVDQG
XQFHUWDLQWLHVDVVRFLDWHGZLWKGHYHORSLQJDQGFRPPHUFLDOL]LQJYDFFLQHDQGSKDUPDFHXWLFDOSURGXFWVZHDUHXQDEOHWRSUHGLFWWKHH[WHQWRIDQ\IXWXUHORVVHV
RUZKHQLIHYHUZHZLOOEHFRPHSURILWDEOH
8QWLOZHDUHDEOHWRJHQHUDWHVLJQLILFDQWUHYHQXHVRUDFKLHYHSURILWDELOLW\WKURXJKSURGXFWVDOHVZHZLOOUHTXLUHVXEVWDQWLDODGGLWLRQDOFDSLWDOWR
ILQDQFHRXURSHUDWLRQV
$VRI'HFHPEHUZHKDGPLOOLRQLQFDVKFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHV:HH[SHFWWRLQFXURSHUDWLQJORVVHVIRUWKH
IRUHVHHDEOHIXWXUHDVZHFRQWLQXHWRLQYHVWLQFRPPHUFLDOL]DWLRQRI+(3/,6$9%LQFOXGLQJLQYHVWPHQWLQ+(3/,6$9%LQYHQWRU\PDQXIDFWXULQJDQG
VHHNVWUDWHJLFDOWHUQDWLYHVIRURXULPPXQRRQFRORJ\SURGXFWFDQGLGDWHV8QWLOZHFDQJHQHUDWHDVXIILFLHQWDPRXQWRIUHYHQXHZHZLOOQHHGWRILQDQFHRXU
RSHUDWLRQVWKURXJKVWUDWHJLFDOOLDQFHDQGOLFHQVLQJDUUDQJHPHQWVDQGRUSXEOLFRUSULYDWHGHEWDQGHTXLW\ILQDQFLQJV$GHTXDWHILQDQFLQJPD\QRWEH
DYDLODEOHWRXVRQDFFHSWDEOHWHUPVRUDWDOO,IDGHTXDWHIXQGVDUHQRWDYDLODEOHZKHQQHHGHGZHPD\QHHGWRVLJQLILFDQWO\UHGXFHRXURSHUDWLRQVZKLOHZH
VHHNDGGLWLRQDOVWUDWHJLFDOWHUQDWLYHVZKLFKFRXOGKDYHDQDGYHUVHLPSDFWRQRXUDELOLW\WRDFKLHYHRXUEXVLQHVVREMHFWLYHV


2XUDELOLW\WRUDLVHDGGLWLRQDOFDSLWDOLQWKHHTXLW\DQGGHEWPDUNHWVVKRXOGZHFKRRVHWRGRVRLVGHSHQGHQWRQDQXPEHURIIDFWRUVLQFOXGLQJEXW
QRWOLPLWHGWRWKHPDUNHWGHPDQGIRURXUFRPPRQVWRFNZKLFKLWVHOILVVXEMHFWWRDQXPEHURIGHYHORSPHQWDQGEXVLQHVVULVNVDQGXQFHUWDLQWLHVRXU
FUHGLWZRUWKLQHVVDQGWKHXQFHUWDLQW\WKDWZHZRXOGEHDEOHWRUDLVHVXFKDGGLWLRQDOFDSLWDODWDSULFHRURQWHUPVWKDWDUHIDYRUDEOHWRXV5DLVLQJDGGLWLRQDO
IXQGVWKURXJKWKHLVVXDQFHRIHTXLW\RUGHEWVHFXULWLHVFRXOGUHVXOWLQGLOXWLRQWRRXUH[LVWLQJVWRFNKROGHUVLQFUHDVHGIL[HGSD\PHQWREOLJDWLRQVRUERWK,Q
DGGLWLRQWKHVHVHFXULWLHVPD\KDYHULJKWVVHQLRUWRWKRVHRIRXUFRPPRQVWRFNDQGFRXOGLQFOXGHFRYHQDQWVWKDWZRXOGUHVWULFWRXURSHUDWLRQV
:HPD\GHYHORSVHHNUHJXODWRU\DSSURYDOIRUDQGPDUNHW+(3/,6$9%RUDQ\RWKHUSURGXFWFDQGLGDWHVZHPD\GHYHORSRXWVLGHWKH86UHTXLULQJD
VLJQLILFDQWFRPPLWPHQWRIUHVRXUFHV)DLOXUHWRVXFFHVVIXOO\PDQDJHRXULQWHUQDWLRQDORSHUDWLRQVFRXOGUHVXOWLQVLJQLILFDQWXQDQWLFLSDWHGFRVWVDQG
GHOD\VLQUHJXODWRU\DSSURYDORUFRPPHUFLDOL]DWLRQRIRXUSURGXFWFDQGLGDWHV
:HPD\VHHNWRLQWURGXFH+(3/,6$9%RUDQ\RWKHUSURGXFWFDQGLGDWHVZHPD\GHYHORSLQYDULRXVPDUNHWVRXWVLGHWKH86'HYHORSLQJVHHNLQJ
UHJXODWRU\DSSURYDOIRUDQGPDUNHWLQJRXUSURGXFWFDQGLGDWHVRXWVLGHWKH86FRXOGLPSRVHVXEVWDQWLDOFRVWVDVZHOODVEXUGHQVRQRXUSHUVRQQHOUHVRXUFHV
LQDGGLWLRQWRSRWHQWLDOGLYHUVLRQRIPDQDJHPHQWȍVDWWHQWLRQIURPGRPHVWLFRSHUDWLRQV,QWHUQDWLRQDORSHUDWLRQVDUHVXEMHFWWRULVNLQFOXGLQJ


ȕ

WKHGLIILFXOW\RIPDQDJLQJJHRJUDSKLFDOO\GLVWDQWRSHUDWLRQVLQFOXGLQJUHFUXLWLQJDQGUHWDLQLQJTXDOLILHGHPSOR\HHVORFDWLQJDGHTXDWH
IDFLOLWLHVDQGHVWDEOLVKLQJXVHIXOEXVLQHVVVXSSRUWUHODWLRQVKLSVLQWKHORFDOFRPPXQLW\



ȕ

FRPSOLDQFHZLWKYDU\LQJLQWHUQDWLRQDOUHJXODWRU\UHTXLUHPHQWVODZVDQGWUHDWLHV



ȕ

VHFXULQJLQWHUQDWLRQDOGLVWULEXWLRQPDUNHWLQJDQGVDOHVFDSDELOLWLHVXSRQIDYRUDEOHWHUPV



ȕ

DGHTXDWHSURWHFWLRQRIRXULQWHOOHFWXDOSURSHUW\ULJKWV



ȕ

REWDLQLQJUHJXODWRU\DQGSULFLQJDSSURYDOVDWDOHYHOVXIILFLHQWWRMXVWLI\FRPPHUFLDOL]DWLRQ



ȕ

OHJDOXQFHUWDLQWLHVDQGSRWHQWLDOWLPLQJGHOD\VDVVRFLDWHGZLWKWDULIIVH[SRUWOLFHQVHVDQGRWKHUWUDGHEDUULHUV



ȕ

GLYHUVHWD[FRQVHTXHQFHV



ȕ

WKHIOXFWXDWLRQRIFRQYHUVLRQUDWHVEHWZHHQIRUHLJQFXUUHQFLHVDQGWKH86GROODUDQG



ȕ

UHJLRQDODQGJHRSROLWLFDOULVNV

,QWKHHYHQWWKDWZHGHWHUPLQHWRSXUVXHFRPPHUFLDOL]DWLRQRI+(3/,6$9%RXWVLGHWKH8QLWHG6WDWHVVXFKDVLQ(XURSHRXURSSRUWXQLW\ZLOO
GHSHQGXSRQRXUUHFHLYLQJUHJXODWRU\DSSURYDOZKLFKFDQEHFRVWO\DQGWLPHFRQVXPLQJDQGWKHUHLVDULVNWKDWRQHRUPRUHUHJXODWRU\ERGLHVPD\UHTXLUH
WKDWZHFRQGXFWDGGLWLRQDOFOLQLFDOWULDOVDQGRUWDNHRWKHUPHDVXUHVZKLFKZLOOWDNHWLPHDQGUHTXLUHWKDWZHLQFXUVLJQLILFDQWDGGLWLRQDOH[SHQVH,Q
DGGLWLRQWKHUHLVWKHULVNWKDWZHPD\QRWUHFHLYHDSSURYDOLQRQHRUPRUHMXULVGLFWLRQV,Q0DUFKZHVXEPLWWHGDQGWKH(XURSHDQ0HGLFDO$JHQF\
Ȑ(0$ȑ DFFHSWHGRXU0DUNHWLQJ$XWKRUL]DWLRQ$SSOLFDWLRQ Ȑ0$$ȑ IRU+(3/,6$9%:HPD\QRWEHDEOHWRSURYLGHVXIILFLHQWGDWDRUUHVSRQGWR
FRPPHQWVWRRXU0$$VXIILFLHQWWRREWDLQUHJXODWRU\DSSURYDOLQ(XURSHLQDUHDVRQDEOHWLPHSHULRGRUDWDOO
7KHUHVXOWVRIFOLQLFDOWULDOVFRQGXFWHGWRVXSSRUWUHJXODWRU\DSSURYDOLQRQHRUPRUHMXULVGLFWLRQVDQGDQ\IDLOXUHRUGHOD\LQREWDLQLQJUHJXODWRU\
DSSURYDOLQRQHRUPRUHMXULVGLFWLRQVPD\KDYHDQHJDWLYHHIIHFWRQWKHUHJXODWRU\DSSURYDOSURFHVVLQRWKHUMXULVGLFWLRQVLQFOXGLQJRXUUHJXODWRU\
DSSURYDOLQWKH8QLWHG6WDWHV,IZHDUHXQDEOHWRVXFFHVVIXOO\PDQDJHRXULQWHUQDWLRQDORSHUDWLRQVZHPD\LQFXUVLJQLILFDQWXQDQWLFLSDWHGFRVWVDQGGHOD\V
LQUHJXODWRU\DSSURYDORUFRPPHUFLDOL]DWLRQRIRXUSURGXFWFDQGLGDWHVZKLFKZRXOGLPSDLURXUDELOLW\WRJHQHUDWHUHYHQXHV
&OLQLFDOWULDOVIRURXUFRPPHUFLDOSURGXFWDQGSURGXFWFDQGLGDWHVDUHH[SHQVLYHDQGWLPHFRQVXPLQJPD\WDNHORQJHUWKDQZHH[SHFWRUPD\QRWEH
FRPSOHWHGDWDOODQGWKHLURXWFRPHVDUHXQFHUWDLQ
&OLQLFDOWULDOVLQFOXGLQJSRVWPDUNHWLQJVWXGLHVWRJHQHUDWHVXIILFLHQWGDWDWRPHHW)'$UHTXLUHPHQWVDUHH[SHQVLYHDQGWLPHFRQVXPLQJPD\WDNH
PRUHWLPHWRFRPSOHWHWKDQH[SHFWHGRUPD\QRWEHFRPSOHWHGDQGPD\QRWKDYHIDYRUDEOHRXWFRPHV,QDGGLWLRQUHVXOWVIURPVPDOOHUHDUOLHUVWDJH
FOLQLFDOVWXGLHVPD\QRWEHUHSUHVHQWDWLYHRIODUJHUFRQWUROOHGFOLQLFDOWULDOVWKDWZRXOGEHUHTXLUHGLQRUGHUWRREWDLQUHJXODWRU\DSSURYDORIDSURGXFW
FDQGLGDWH


(DFKRIRXUFOLQLFDOWULDOVUHTXLUHVWKHLQYHVWPHQWRIVXEVWDQWLDOSODQQLQJH[SHQVHDQGWLPHDQGWKHWLPLQJRIWKHFRPPHQFHPHQWFRQWLQXDWLRQDQG
FRPSOHWLRQRIWKHVHFOLQLFDOWULDOVPD\EHVXEMHFWWRVLJQLILFDQWGHOD\VUHODWLQJWRYDULRXVFDXVHVLQFOXGLQJVFKHGXOLQJFRQIOLFWVZLWKSDUWLFLSDWLQJFOLQLFLDQV
DQGFOLQLFDOLQVWLWXWLRQVGLIILFXOWLHVLQLGHQWLI\LQJDQGHQUROOLQJSDUWLFLSDQWVZKRPHHWWULDOHOLJLELOLW\FULWHULDIDLOXUHRISDUWLFLSDQWVWRFRPSOHWHWKHFOLQLFDO
WULDOGHOD\RUIDLOXUHWRREWDLQ,QVWLWXWLRQDO5HYLHZ%RDUG Ȑ,5%ȑ RUUHJXODWRU\DSSURYDOWRFRQGXFWDFOLQLFDOWULDODWDSURVSHFWLYHVLWHXQH[SHFWHG
DGYHUVHHYHQWVDQGVKRUWDJHVRIDYDLODEOHGUXJVXSSO\3DUWLFLSDQWHQUROOPHQWLVDIXQFWLRQRIPDQ\IDFWRUVLQFOXGLQJWKHVL]HRIWKHUHOHYDQWSRSXODWLRQWKH
SUR[LPLW\RISDUWLFLSDQWVWRFOLQLFDOVLWHVWKHHOLJLELOLW\FULWHULDIRUWKHWULDOWKHH[LVWHQFHRIFRPSHWLQJFOLQLFDOWULDOVDQGWKHDYDLODELOLW\RIDOWHUQDWLYHRU
QHZWUHDWPHQWV
$VDELRSKDUPDFHXWLFDOFRPSDQ\ZHHQJDJH&52VWRFRQGXFWFOLQLFDOVWXGLHVDQGIDLOXUHE\XVRURXU&52VWRFRQGXFWDFOLQLFDOVWXG\LQDFFRUGDQFH
ZLWK*&3VWDQGDUGVDQGRWKHUDSSOLFDEOHUHJXODWRU\UHTXLUHPHQWVFRXOGUHVXOWLQGLVTXDOLILFDWLRQRIWKHDSSOLFDEOHFOLQLFDOWULDOIURPFRQVLGHUDWLRQLQ
VXSSRUWRIDSSURYDORIDSRWHQWLDOSURGXFW
:HDUHUHVSRQVLEOHIRUFRQGXFWLQJRXUFOLQLFDOWULDOVFRQVLVWHQWZLWK*&3VWDQGDUGVDQGIRURYHUVLJKWRIRXUYHQGRUVWRHQVXUHWKDWWKH\FRPSO\ZLWK
VXFKVWDQGDUGV:HGHSHQGRQPHGLFDOLQVWLWXWLRQVDQG&52VWRFRQGXFWRXUFOLQLFDOWULDOVLQFRPSOLDQFHZLWK*&37RWKHH[WHQWWKDWZHRUWKH\IDLOWR
FRPSO\ZLWK*&3VWDQGDUGVIDLOWRHQUROOSDUWLFLSDQWVIRURXUFOLQLFDOWULDOVRUDUHGHOD\HGIRUDVLJQLILFDQWWLPHLQWKHH[HFXWLRQRIRXUWULDOVLQFOXGLQJ
DFKLHYLQJIXOOHQUROOPHQWZHPD\EHDIIHFWHGE\LQFUHDVHGFRVWVSURJUDPGHOD\VRUERWKZKLFKPD\KDUPRXUEXVLQHVV
&OLQLFDOWULDOVPXVWEHFRQGXFWHGLQDFFRUGDQFHZLWK)'$RURWKHUDSSOLFDEOHIRUHLJQJRYHUQPHQWJXLGHOLQHVDQGDUHVXEMHFWWRRYHUVLJKWE\WKH
)'$RWKHUIRUHLJQJRYHUQPHQWDODJHQFLHVDQG,5%VDWWKHPHGLFDOLQVWLWXWLRQVZKHUHWKHFOLQLFDOWULDOVDUHFRQGXFWHG,QDGGLWLRQFOLQLFDOWULDOVPXVWEH
FRQGXFWHGZLWKVXSSOLHVRIRXUSURGXFWFDQGLGDWHVSURGXFHGXQGHU*03DQGRWKHUUHTXLUHPHQWVLQIRUHLJQFRXQWULHVDQGPD\UHTXLUHODUJHQXPEHUVRI
SDUWLFLSDQWV
,QDGGLWLRQZHREWDLQJXLGDQFHIURPUHJXODWRU\DXWKRULWLHVRQFHUWDLQDVSHFWVRIRXUFOLQLFDOGHYHORSPHQWDFWLYLWLHVDQGVHHNWRFRPSO\ZLWKZULWWHQ
JXLGHOLQHVSURYLGHGE\WKHDXWKRULWLHV7KHVHGLVFXVVLRQVDQGZULWWHQJXLGHOLQHVDUHQRWELQGLQJREOLJDWLRQVRQWKHSDUWRIWKHUHJXODWRU\DXWKRULWLHVDQGWKH
UHJXODWRU\DXWKRULWLHVPD\UHTXLUHDGGLWLRQDOSDWLHQWGDWDRUVWXGLHVWREHFRQGXFWHG5HJXODWRU\DXWKRULWLHVPD\UHYLVHRUUHWUDFWSUHYLRXVJXLGDQFHGXULQJ
WKHFRXUVHRIDFOLQLFDOWULDORUDIWHUFRPSOHWLRQRIWKHWULDO7KHDXWKRULWLHVPD\DOVRGLVTXDOLI\DFOLQLFDOWULDOIURPFRQVLGHUDWLRQLQVXSSRUWRIDSSURYDORID
SRWHQWLDOSURGXFWLIWKH\GHHPWKHJXLGHOLQHVKDYHQRWEHHQPHW7KH)'$RUIRUHLJQUHJXODWRU\DJHQFLHVPD\GHWHUPLQHRXUFOLQLFDOWULDOVRURWKHUGDWD
UHJDUGLQJVDIHW\HIILFDF\RUFRQVLVWHQF\RIPDQXIDFWXUHRUFRPSOLDQFHZLWK*03UHJXODWLRQVDUHLQVXIILFLHQWIRUUHJXODWRU\DSSURYDO
7KH)'$RURWKHUIRUHLJQJRYHUQPHQWDODJHQFLHVRUZHRXUVHOYHVFRXOGGHOD\VXVSHQGRUKDOWRXUFOLQLFDOWULDOVRIDSURGXFWFDQGLGDWHIRU
QXPHURXVUHDVRQVLQFOXGLQJZLWKUHVSHFWWRRXUSURGXFWFDQGLGDWHVDQGWKRVHRIRXUSDUWQHUVLQFRPELQDWLRQDJHQWVWXGLHV


ȕ

GHILFLHQFLHVLQWKHWULDOGHVLJQ



ȕ

GHILFLHQFLHVLQWKHFRQGXFWRIWKHFOLQLFDOWULDOLQFOXGLQJIDLOXUHWRFRQGXFWWKHFOLQLFDOWULDOLQDFFRUGDQFHZLWKUHJXODWRU\UHTXLUHPHQWVRU
FOLQLFDOSURWRFROV



ȕ

GHILFLHQFLHVLQWKHFOLQLFDOWULDORSHUDWLRQVRUWULDOVLWHVUHVXOWLQJLQWKHLPSRVLWLRQRIDFOLQLFDOKROG



ȕ

DSURGXFWFDQGLGDWHPD\KDYHXQIRUHVHHQDGYHUVHVLGHHIIHFWVLQFOXGLQJIDWDOLWLHVRUDGHWHUPLQDWLRQPD\EHPDGHWKDWDFOLQLFDOWULDOSUHVHQWV
XQDFFHSWDEOHKHDOWKULVNV



ȕ

WKHWLPHUHTXLUHGWRGHWHUPLQHZKHWKHUDSURGXFWFDQGLGDWHLVHIIHFWLYHPD\EHORQJHUWKDQH[SHFWHG



ȕ

IDWDOLWLHVRURWKHUDGYHUVHHYHQWVDULVLQJGXULQJDFOLQLFDOWULDOWKDWPD\QRWEHUHODWHGWRFOLQLFDOWULDOWUHDWPHQWV



ȕ

DSURGXFWFDQGLGDWHRUFRPELQDWLRQVWXG\PD\DSSHDUWREHQRPRUHHIIHFWLYHWKDQFXUUHQWWKHUDSLHV



ȕ

WKHTXDOLW\RUVWDELOLW\RIDSURGXFWFDQGLGDWHPD\IDLOWRFRQIRUPWRDFFHSWDEOHVWDQGDUGV



ȕ

WKHLQDELOLW\WRSURGXFHRUREWDLQVXIILFLHQWTXDQWLWLHVRIDSURGXFWFDQGLGDWHWRFRPSOHWHWKHWULDOV



ȕ

RXULQDELOLW\WRUHDFKDJUHHPHQWRQDFFHSWDEOHWHUPVZLWKSURVSHFWLYH&52VDQGWULDOVLWHVWKHWHUPVRIZKLFKFDQEHVXEMHFWWRH[WHQVLYH
QHJRWLDWLRQDQGPD\YDU\VLJQLILFDQWO\DPRQJGLIIHUHQW&52VDQGWULDOVLWHV



ȕ

RXULQDELOLW\WRREWDLQ,5%DSSURYDOWRFRQGXFWDFOLQLFDOWULDODWDSURVSHFWLYHVLWH



ȕ

WKHLQDELOLW\WRREWDLQUHJXODWRU\DSSURYDOWRFRQGXFWDFOLQLFDOWULDO




ȕ

ODFNRIDGHTXDWHIXQGLQJWRFRQWLQXHDFOLQLFDOWULDOLQFOXGLQJWKHRFFXUUHQFHRIXQIRUHVHHQFRVWVGXHWRHQUROOPHQWGHOD\VUHTXLUHPHQWVWR
FRQGXFWDGGLWLRQDOWULDOVDQGVWXGLHVDQGLQFUHDVHGH[SHQVHVDVVRFLDWHGZLWKWKHVHUYLFHVRIRXU&52VDQGRWKHUWKLUGSDUWLHV



ȕ

WKHLQDELOLW\WRUHFUXLWDQGHQUROOLQGLYLGXDOVWRSDUWLFLSDWHLQFOLQLFDOWULDOVIRUUHDVRQVLQFOXGLQJFRPSHWLWLRQIURPRWKHUFOLQLFDOWULDOSURJUDPV
IRUWKHVDPHRUVLPLODULQGLFDWLRQVRU



ȕ

WKHLQDELOLW\WRUHWDLQSDUWLFLSDQWVZKRKDYHLQLWLDWHGDFOLQLFDOWULDOEXWPD\ZLWKGUDZGXHWRVLGHHIIHFWVIURPWKHWKHUDS\ODFNRIHIILFDF\RU
SHUVRQDOLVVXHVRUZKRDUHORVWWRIXUWKHUIROORZXS

,QDGGLWLRQZHPD\H[SHULHQFHVLJQLILFDQWVHWEDFNVLQDGYDQFHGFOLQLFDOWULDOVHYHQDIWHUSURPLVLQJUHVXOWVLQHDUOLHUWULDOVVXFKDVXQH[SHFWHG
DGYHUVHHYHQWVWKDWRFFXUZKHQRXUSURGXFWFDQGLGDWHVDUHFRPELQHGZLWKRWKHUWKHUDSLHVDQGGUXJVRUJLYHQWRODUJHUSDWLHQWSRSXODWLRQVZKLFKRIWHQ
RFFXULQODWHUVWDJHFOLQLFDOWULDOVRUOHVVIDYRUDEOHFOLQLFDORXWFRPHV0RUHRYHUFOLQLFDOUHVXOWVDUHIUHTXHQWO\VXVFHSWLEOHWRYDU\LQJLQWHUSUHWDWLRQVWKDW
PD\GHOD\OLPLWRUSUHYHQWUHJXODWRU\DSSURYDOV
7KLUGSDUW\RUJDQL]DWLRQVVXFKDVSDWLHQWDGYRFDF\JURXSVDQGSDUHQWVRIWULDOSDUWLFLSDQWVPD\GHPDQGDGGLWLRQDOFOLQLFDOWULDOVRUFRQWLQXHGDFFHVV
WRGUXJHYHQLIRXULQWHUSUHWDWLRQRIFOLQLFDOUHVXOWVUHFHLYHGWKXVIDUOHDGVXVWRGHWHUPLQHWKDWDGGLWLRQDOFOLQLFDOWULDOVRUFRQWLQXHGDFFHVVDUHXQZDUUDQWHG
$Q\GLVDJUHHPHQWZLWKSDWLHQWDGYRFDF\JURXSVRUSDUHQWVRIWULDOSDUWLFLSDQWVPD\UHTXLUHPDQDJHPHQWȍVWLPHDQGDWWHQWLRQDQGPD\UHVXOWLQOHJDO
SURFHHGLQJVEHLQJLQVWLWXWHGDJDLQVWXVZKLFKFRXOGEHH[SHQVLYHWLPHFRQVXPLQJDQGGLVWUDFWLQJDQGPD\UHVXOWLQGHOD\RIWKHSURJUDP1HJDWLYHRU
LQFRQFOXVLYHUHVXOWVRUDGYHUVHPHGLFDOHYHQWVLQFOXGLQJSDUWLFLSDQWIDWDOLWLHVWKDWPD\EHDWWULEXWDEOHWRRXUSURGXFWFDQGLGDWHVGXULQJDFOLQLFDOWULDOPD\
QHFHVVLWDWHWKDWLWEHUHGHVLJQHGUHSHDWHGRUWHUPLQDWHG)XUWKHUVRPHRIRXUFOLQLFDOWULDOVPD\EHRYHUVHHQE\D'DWD6DIHW\0RQLWRULQJ%RDUG
Ȑ'60%ȑ DQGWKH'60%PD\GHWHUPLQHWRGHOD\RUVXVSHQGRQHRUPRUHRIWKHVHWULDOVGXHWRVDIHW\RUIXWLOLW\ILQGLQJVEDVHGRQHYHQWVRFFXUULQJGXULQJ
DFOLQLFDOWULDO$Q\VXFKGHOD\VXVSHQVLRQWHUPLQDWLRQRUUHTXHVWWRUHSHDWRUUHGHVLJQDWULDOFRXOGLQFUHDVHRXUFRVWVDQGSUHYHQWRUVLJQLILFDQWO\GHOD\
RXUDELOLW\WRFRPPHUFLDOL]HRXUSURGXFWFDQGLGDWHV
7KH(0$DQGRWKHU5HJXODWRU\$XWKRULWLHVPD\UHTXLUHPRUHFOLQLFDOWULDOVIRURXUSURGXFWFDQGLGDWHVWKDQZHFXUUHQWO\H[SHFWRUDUHFRQGXFWLQJ
EHIRUHJUDQWLQJUHJXODWRU\DSSURYDOLIUHJXODWRU\DSSURYDOLVJUDQWHGDWDOO2XUFOLQLFDOWULDOVPD\EHH[WHQGHGZKLFKPD\OHDGWRVXEVWDQWLDOGHOD\VLQ
WKHUHJXODWRU\DSSURYDOSURFHVVIRURXUSURGXFWFDQGLGDWHVDQGPD\LPSDLURXUDELOLW\WRJHQHUDWHUHYHQXHV
2XUUHJLVWUDWLRQDQGFRPPHUFLDOWLPHOLQHVGHSHQGRQIXUWKHUGLVFXVVLRQVZLWKUHJXODWRU\DJHQFLHVDQGUHTXLUHPHQWVDQGUHTXHVWVWKH\PD\PDNHIRU
DGGLWLRQDOGDWDRUFRPSOHWLRQRIDGGLWLRQDOFOLQLFDOWULDOV$Q\VXFKUHTXLUHPHQWVRUUHTXHVWVFRXOG


ȕ

DGYHUVHO\DIIHFWRXUDELOLW\WRWLPHO\DQGVXFFHVVIXOO\FRPPHUFLDOL]HRUPDUNHWWKHVHSURGXFWFDQGLGDWHV



ȕ

UHVXOWLQVLJQLILFDQWDGGLWLRQDOFRVWV



ȕ

SRWHQWLDOO\GLPLQLVKDQ\FRPSHWLWLYHDGYDQWDJHVIRUWKRVHSURGXFWV



ȕ

SRWHQWLDOO\OLPLWWKHPDUNHWVIRUWKRVHSURGXFWV



ȕ

DGYHUVHO\DIIHFWRXUDELOLW\WRHQWHULQWRFROODERUDWLRQVRUUHFHLYHPLOHVWRQHSD\PHQWVRUUR\DOWLHVIURPSRWHQWLDOFROODERUDWRUV



ȕ

FDXVHXVWRDEDQGRQWKHGHYHORSPHQWRIWKHDIIHFWHGSURGXFWFDQGLGDWHRU



ȕ

OLPLWRXUDELOLW\WRREWDLQDGGLWLRQDOILQDQFLQJRQDFFHSWDEOHWHUPVLIDWDOO

+(3/,6$9%6'DQGPRVWRIRXUHDUOLHUVWDJHSURJUDPVUHO\RQROLJRQXFOHRWLGH7/5DJRQLVWV6HULRXVDGYHUVHHYHQWGDWDUHODWLQJWR7/5
DJRQLVWVPD\UHTXLUHXVWRUHGXFHWKHVFRSHRIRUGLVFRQWLQXHRXURSHUDWLRQVRUUHHYDOXDWHWKHYLDELOLW\RIVWUDWHJLFDOWHUQDWLYHV
0RVWRIRXUSURJUDPVLQFOXGLQJ+(3/,6$9%DQG6'LQFRUSRUDWH7/5DJRQLVW&S*ROLJRQXFOHRWLGHV,IDQ\RIRXUSURGXFWFDQGLGDWHVLQ
FOLQLFDOWULDOVRUVLPLODUSURGXFWVIURPFRPSHWLWRUVSURGXFHVHULRXVDGYHUVHHYHQWGDWDZHPD\EHUHTXLUHGWRGHOD\GLVFRQWLQXHRUPRGLI\RXUFOLQLFDO
WULDOVRURXUFOLQLFDOWULDOVWUDWHJ\RUVLJQLILFDQWO\UHHYDOXDWHVWUDWHJLFDOWHUQDWLYHV,IDVDIHW\ULVNEDVHGRQPHFKDQLVPRIDFWLRQRUWKHPROHFXODUVWUXFWXUH
ZHUHLGHQWLILHGLWPD\KLQGHURXUDELOLW\WRGHYHORSRXUSURGXFWFDQGLGDWHVRUHQWHULQWRSRWHQWLDOFROODERUDWLRQRUFRPPHUFLDODUUDQJHPHQWV5DUHGLVHDVHV
DQGDQXPHULFDOLPEDODQFHLQFDUGLDFDGYHUVHHYHQWVKDYHEHHQREVHUYHGLQSDWLHQWVLQRXUFOLQLFDOWULDOV,IDGYHUVHHYHQWGDWDDUHIRXQGWRDSSO\WRRXU
7/5DJRQLVWDQGRULQKLELWRUWHFKQRORJ\DVDZKROHZHPD\EHUHTXLUHGWRVLJQLILFDQWO\UHGXFHRUGLVFRQWLQXHRXURSHUDWLRQV


:HUHO\RQRXUIDFLOLW\LQ'¼VVHOGRUI*HUPDQ\DQGWKLUGSDUWLHVWRVXSSO\PDWHULDOVRUSHUIRUPSURFHVVHVQHFHVVDU\WRPDQXIDFWXUH+(3/,6$9%DQG
RXUSURGXFWFDQGLGDWHV:HUHO\RQDOLPLWHGQXPEHURIVXSSOLHUVWRSURGXFHWKHROLJRQXFOHRWLGHVZHUHTXLUHIRUGHYHORSPHQWDQGFRPPHUFLDOL]DWLRQ
$GGLWLRQDOO\ZHKDYHOLPLWHGH[SHULHQFHLQPDQXIDFWXULQJRXUSURGXFWFDQGLGDWHVLQFRPPHUFLDOTXDQWLWLHV:LWKUHVSHFWWR+(3/,6$9%ZHKDYH
VZLWFKHGWRDSUHILOOHGV\ULQJHSUHVHQWDWLRQRIWKHYDFFLQHDQGRXUDELOLW\WRPHHWIXWXUHGHPDQGZLOOGHSHQGRQRXUDELOLW\WRPDQXIDFWXUHVXIILFLHQW
VXSSO\LQWKLVSUHVHQWDWLRQ
:HUHO\RQRXUIDFLOLW\LQ'¼VVHOGRUIDQGWKLUGSDUWLHVWRSHUIRUPWKHPXOWLSOHSURFHVVHVLQYROYHGLQPDQXIDFWXULQJ+(3/,6$9%FHUWDLQDQWLJHQV
WKHFRPELQDWLRQRIWKHROLJRQXFOHRWLGHDQGWKHDQWLJHQVDQGIRUPXODWLRQILOODQGILQLVK7KH)'$DSSURYHGRXUSUHILOOHGSUHVHQWDWLRQRI+(3/,6$9%LQ
DQGZHH[SHFWVXFKSUHVHQWDWLRQZLOOEHWKHVROHSUHVHQWDWLRQIRU+(3/,6$9%JRLQJIRUZDUG:HKDYHOLPLWHGH[SHULHQFHLQPDQXIDFWXULQJDQG
VXSSO\LQJWKLVSUHVHQWDWLRQDQGWKHUHFDQEHQRDVVXUDQFHWKDWZHFDQVXFFHVVIXOO\PDQXIDFWXUHVXIILFLHQWTXDQWLWLHVRISUHILOOHGV\ULQJHVLQFRPSOLDQFH
ZLWK*03LQRUGHUWRPHHWPDUNHWGHPDQG
:HKDYHDOVRUHOLHGRQDOLPLWHGQXPEHURIVXSSOLHUVWRSURGXFHROLJRQXFOHRWLGHVIRUFOLQLFDOWULDOVDQGDVLQJOHVXSSOLHUWRSURGXFHRXUIRU
+(3/,6$9%7RGDWHZHKDYHPDQXIDFWXUHGRQO\VPDOOTXDQWLWLHVRIROLJRQXFOHRWLGHVRXUVHOYHVIRUGHYHORSPHQWSXUSRVHV,IZHZHUHXQDEOHWRPDLQWDLQ
RXUH[LVWLQJVXSSOLHUIRUZHZRXOGKDYHWRHVWDEOLVKDQDOWHUQDWHTXDOLILHGPDQXIDFWXULQJFDSDELOLW\ZKLFKZRXOGUHVXOWLQVLJQLILFDQWDGGLWLRQDO
RSHUDWLQJFRVWVDQGGHOD\VLQGHYHORSLQJDQGFRPPHUFLDOL]LQJRXUSURGXFWFDQGLGDWHVSDUWLFXODUO\+(3/,6$9%:HRURWKHUWKLUGSDUWLHVPD\QRWEHDEOH
WRSURGXFHSURGXFWDWDFRVWTXDQWLW\DQGTXDOLW\WKDWDUHDYDLODEOHIURPRXUFXUUHQWWKLUGSDUW\VXSSOLHUVRUDWDOO
,QFRXQWULHVRXWVLGHRIWKH86ZHPD\QRWEHDEOHWRFRPSO\ZLWKRQJRLQJDQGFRPSDUDEOHIRUHLJQUHJXODWLRQVDQGRXUPDQXIDFWXULQJSURFHVV
PD\EHVXEMHFWWRGHOD\VGLVUXSWLRQVRUTXDOLW\FRQWUROTXDOLW\DVVXUDQFHSUREOHPV1RQFRPSOLDQFHZLWKWKHVHUHJXODWLRQVRURWKHUSUREOHPVZLWKRXU
PDQXIDFWXULQJSURFHVVPD\OLPLWRUGLVUXSWWKHFRPPHUFLDOL]DWLRQRI+(3/,6$9%RURXURWKHUSURGXFWFDQGLGDWHVDQGFRXOGUHVXOWLQVLJQLILFDQWH[SHQVH
+(3/,6$9%LVVXEMHFWWR)'$REOLJDWLRQVDQGFRQWLQXHGUHJXODWRU\UHYLHZDQGLIZHUHFHLYHUHJXODWRU\DSSURYDOIRURXURWKHUSURGXFWFDQGLGDWHV
ZHZLOOEHVXEMHFWWRRQJRLQJ)'$DQGIRUHLJQUHJXODWRU\REOLJDWLRQVDQGFRQWLQXHGUHJXODWRU\UHYLHZIRUVXFKSURGXFWV
:LWKUHVSHFWWR+(3/,6$9%DQGRXURWKHUSURGXFWFDQGLGDWHVLQGHYHORSPHQWZHDQGRXUWKLUGSDUW\PDQXIDFWXUHUVDQGVXSSOLHUVDUHUHTXLUHGWR
FRPSO\ZLWKDSSOLFDEOH*03UHJXODWLRQVDQGRWKHULQWHUQDWLRQDOUHJXODWRU\UHTXLUHPHQWV7KHUHJXODWLRQVUHTXLUHWKDWRXUSURGXFWFDQGLGDWHVEH
PDQXIDFWXUHGDQGUHFRUGVPDLQWDLQHGLQDSUHVFULEHGPDQQHUZLWKUHVSHFWWRPDQXIDFWXULQJWHVWLQJDQGTXDOLW\FRQWUROTXDOLW\DVVXUDQFHDFWLYLWLHV
0DQXIDFWXUHUVDQGVXSSOLHUVRINH\FRPSRQHQWVDQGPDWHULDOVPXVWEHQDPHGLQD%/$VXEPLWWHGWRWKH)'$IRUDQ\SURGXFWFDQGLGDWHIRUZKLFKZHDUH
VHHNLQJ)'$DSSURYDO$GGLWLRQDOO\WKLUGSDUW\PDQXIDFWXUHUVDQGVXSSOLHUVDQGDQ\PDQXIDFWXULQJIDFLOLW\PXVWXQGHUJRDSUHDSSURYDOLQVSHFWLRQEHIRUH
ZHFDQREWDLQPDUNHWLQJDXWKRUL]DWLRQIRUDQ\RIRXUSURGXFWFDQGLGDWHV(YHQDIWHUDPDQXIDFWXUHUKDVEHHQTXDOLILHGE\WKH)'$WKHPDQXIDFWXUHUPXVW
FRQWLQXHWRH[SHQGWLPHPRQH\DQGHIIRUWLQWKHDUHDRISURGXFWLRQDQGTXDOLW\FRQWUROWRHQVXUHIXOOFRPSOLDQFHZLWK*030DQXIDFWXUHUVDUHVXEMHFWWR
UHJXODUSHULRGLFLQVSHFWLRQVE\WKH)'$IROORZLQJLQLWLDODSSURYDO)XUWKHUWRWKHH[WHQWWKDWZHFRQWUDFWZLWKWKLUGSDUWLHVIRUWKHPDQXIDFWXUHRIRXU
SURGXFWVRXUDELOLW\WRFRQWUROWKLUGSDUW\FRPSOLDQFHZLWK)'$UHTXLUHPHQWVZLOOEHOLPLWHGWRFRQWUDFWXDOUHPHGLHVDQGULJKWVRILQVSHFWLRQ
,IDVDUHVXOWRIWKH)'$ȍVLQVSHFWLRQVLWGHWHUPLQHVWKDWWKHHTXLSPHQWIDFLOLWLHVODERUDWRULHVRUSURFHVVHVGRQRWFRPSO\ZLWKDSSOLFDEOH)'$
UHJXODWLRQVDQGFRQGLWLRQVRISURGXFWDSSURYDOWKH)'$PD\QRWDSSURYHWKHSURGXFWRUPD\VXVSHQGWKHPDQXIDFWXULQJRSHUDWLRQV,IWKHPDQXIDFWXULQJ
RSHUDWLRQVRIDQ\RIWKHVXSSOLHUVIRURXUSURGXFWFDQGLGDWHVDUHVXVSHQGHGZHPD\EHXQDEOHWRJHQHUDWHVXIILFLHQWTXDQWLWLHVRIFRPPHUFLDORUFOLQLFDO
VXSSOLHVRISURGXFWWRPHHWPDUNHWGHPDQGZKLFKZRXOGKDUPRXUEXVLQHVV,QDGGLWLRQLIGHOLYHU\RIPDWHULDOIURPRXUVXSSOLHUVZHUHLQWHUUXSWHGIRUDQ\
UHDVRQZHPLJKWEHXQDEOHWRVKLSRXUDSSURYHGSURGXFWIRUFRPPHUFLDOVXSSO\RUWRVXSSO\RXUSURGXFWVLQGHYHORSPHQWIRUFOLQLFDOWULDOV6LJQLILFDQWDQG
FRVWO\GHOD\VFDQRFFXULIWKHTXDOLILFDWLRQRIDQHZVXSSOLHULVUHTXLUHG
)XUWKHULQ0DUFKZHVXEPLWWHGDQGWKH(0$DFFHSWHGRXU0$$IRU+(3/,6$9%:HPD\QRWEHDEOHWRSURYLGHVXIILFLHQWGDWDRU
UHVSRQGWRFRPPHQWVWRRXU0$$VXIILFLHQWWRREWDLQUHJXODWRU\DSSURYDOLQ(XURSHLQDUHDVRQDEOHWLPHSHULRGRUDWDOO$Q\IDLOXUHRUGHOD\LQREWDLQLQJ
UHJXODWRU\DSSURYDOLQRQHMXULVGLFWLRQPD\KDYHDQHJDWLYHHIIHFWRQWKHUHJXODWRU\DSSURYDOSURFHVVLQRWKHUMXULVGLFWLRQV,IZHDUHXQDEOHWRVXFFHVVIXOO\
PDQDJHRXULQWHUQDWLRQDORSHUDWLRQVZHPD\LQFXUVLJQLILFDQWXQDQWLFLSDWHGFRVWVDQGGHOD\VLQUHJXODWRU\DSSURYDORUFRPPHUFLDOL]DWLRQRIRXUSURGXFW
FDQGLGDWHVZKLFKZRXOGLPSDLURXUDELOLW\WRJHQHUDWHUHYHQXHV


)DLOXUHWRFRPSO\ZLWKUHJXODWRU\UHTXLUHPHQWVFRXOGSUHYHQWRUGHOD\PDUNHWLQJDSSURYDORUUHTXLUHWKHH[SHQGLWXUHRIPRQH\RURWKHUUHVRXUFHVWR
FRUUHFW)DLOXUHWRFRPSO\ZLWKDSSOLFDEOHUHTXLUHPHQWVPD\DOVRUHVXOWLQZDUQLQJOHWWHUVILQHVLQMXQFWLRQVFLYLOSHQDOWLHVUHFDOORUVHL]XUHRISURGXFWV
WRWDORUSDUWLDOVXVSHQVLRQRISURGXFWLRQUHIXVDORIWKHJRYHUQPHQWWRUHQHZPDUNHWLQJDSSOLFDWLRQVDQGFULPLQDOSURVHFXWLRQDQ\RIZKLFKFRXOGEH
KDUPIXOWRRXUDELOLW\WRJHQHUDWHUHYHQXHVDQGRXUVWRFNSULFH
$Q\UHJXODWRU\DSSURYDOVWKDWZHUHFHLYHIRURXUSURGXFWFDQGLGDWHVDUHOLNHO\WRFRQWDLQUHTXLUHPHQWVIRUSRVWPDUNHWLQJIROORZXSVWXGLHVZKLFK
PD\EHFRVWO\3URGXFWDSSURYDOVRQFHJUDQWHGPD\EHPRGLILHGEDVHGRQGDWDIURPVXEVHTXHQWVWXGLHVRUFRPPHUFLDOXVH$VDUHVXOWOLPLWDWLRQVRQ
ODEHOLQJLQGLFDWLRQVRUPDUNHWLQJFODLPVRUZLWKGUDZDOIURPWKHPDUNHWPD\EHUHTXLUHGLISUREOHPVRFFXUDIWHUDSSURYDODQGFRPPHUFLDOL]DWLRQ
$NH\SDUWRIRXUEXVLQHVVVWUDWHJ\IRUSURGXFWVLQGHYHORSPHQWLVWRHVWDEOLVKFROODERUDWLYHUHODWLRQVKLSVWRKHOSIXQGGHYHORSPHQWDQG
FRPPHUFLDOL]DWLRQRIRXUSURGXFWFDQGLGDWHVDQGUHVHDUFKSURJUDPV:HPD\QRWVXFFHHGLQHVWDEOLVKLQJDQGPDLQWDLQLQJFROODERUDWLYHUHODWLRQVKLSV
ZKLFKPD\VLJQLILFDQWO\OLPLWRXUDELOLW\WRFRQWLQXHWRGHYHORSDQGFRPPHUFLDOL]HWKRVHSURGXFWVDQGSURJUDPVLIDWDOO
:HPD\QHHGWRHVWDEOLVKFROODERUDWLYHUHODWLRQVKLSVWRREWDLQGRPHVWLFDQGRULQWHUQDWLRQDOVDOHVPDUNHWLQJUHVHDUFKGHYHORSPHQWDQG
GLVWULEXWLRQFDSDELOLWLHVIRURXUSURGXFWFDQGLGDWHVDQGRXUGLVFRYHU\UHVHDUFKSURJUDPV)DLOXUHWRREWDLQDFROODERUDWLYHUHODWLRQVKLSIRUWKRVHSURGXFW
FDQGLGDWHVDQGSURJUDPVRU+(3/,6$9%LQPDUNHWVRXWVLGHWKH86UHTXLULQJH[WHQVLYHVDOHVHIIRUWVPD\VLJQLILFDQWO\LPSDLUWKHSRWHQWLDOIRUWKRVH
SURGXFWVDQGSURJUDPVDQGZHPD\EHUHTXLUHGWRUDLVHDGGLWLRQDOFDSLWDOWRFRQWLQXHWKHP7KHSURFHVVRIHVWDEOLVKLQJDQGPDLQWDLQLQJFROODERUDWLYH
UHODWLRQVKLSVLVGLIILFXOWDQGWLPHFRQVXPLQJDQGHYHQLIZHHVWDEOLVKVXFKUHODWLRQVKLSVWKH\PD\LQYROYHVLJQLILFDQWXQFHUWDLQW\LQFOXGLQJ


ȕ

RXUSDUWQHUVPD\VHHNWRUHQHJRWLDWHRUWHUPLQDWHWKHLUUHODWLRQVKLSVZLWKXVGXHWRXQVDWLVIDFWRU\FOLQLFDOUHVXOWVPDQXIDFWXULQJLVVXHVD
FKDQJHLQEXVLQHVVVWUDWHJ\DFKDQJHRIFRQWURORURWKHUUHDVRQV



ȕ

RXUVKRUWDJHRIFDSLWDOUHVRXUFHVPD\LPSDFWWKHZLOOLQJQHVVRIFRPSDQLHVWRFROODERUDWHZLWKXV



ȕ

RXUFRQWUDFWVIRUFROODERUDWLYHDUUDQJHPHQWVDUHWHUPLQDEOHDWZLOORQZULWWHQQRWLFHDQGPD\RWKHUZLVHH[SLUHRUWHUPLQDWHDQGZHPD\QRW
KDYHDOWHUQDWLYHIXQGLQJDYDLODEOH



ȕ

RXUSDUWQHUVPD\FKRRVHWRSXUVXHDOWHUQDWLYHWHFKQRORJLHVLQFOXGLQJWKRVHRIRXUFRPSHWLWRUV



ȕ

ZHPD\KDYHGLVSXWHVZLWKDSDUWQHUWKDWFRXOGOHDGWROLWLJDWLRQRUDUELWUDWLRQ



ȕ

ZHKDYHOLPLWHGFRQWURORYHUWKHGHFLVLRQVRIRXUSDUWQHUVDQGWKH\PD\FKDQJHWKHSULRULW\RIRXUSURJUDPVLQDPDQQHUWKDWZRXOGUHVXOWLQ
WHUPLQDWLRQRIWKHDJUHHPHQWRUDGGVLJQLILFDQWGHOD\LQWKHSDUWQHUHGSURJUDP



ȕ

RXUDELOLW\WRJHQHUDWHIXWXUHSD\PHQWVDQGUR\DOWLHVIURPRXUSDUWQHUVGHSHQGVXSRQWKHDELOLWLHVRIRXUSDUWQHUVWRHVWDEOLVKWKHVDIHW\DQG
HIILFDF\RIRXUGUXJFDQGLGDWHVREWDLQUHJXODWRU\DSSURYDOVDQGVXFFHVVIXOO\PDQXIDFWXUHDQGDFKLHYHPDUNHWDFFHSWDQFHRISURGXFWV
GHYHORSHGIURPRXUGUXJFDQGLGDWHV



ȕ

ZHRURXUSDUWQHUVPD\IDLOWRSURSHUO\LQLWLDWHPDLQWDLQRUGHIHQGRXULQWHOOHFWXDOSURSHUW\ULJKWVZKHUHDSSOLFDEOHRUDSDUW\PD\XVHRXU
SURSULHWDU\LQIRUPDWLRQLQVXFKDZD\DVWRLQYLWHOLWLJDWLRQWKDWFRXOGMHRSDUGL]HRUSRWHQWLDOO\LQYDOLGDWHRXUSURSULHWDU\LQIRUPDWLRQRU
H[SRVHXVWRSRWHQWLDOOLDELOLW\



ȕ

RXUSDUWQHUVPD\QRWGHYRWHVXIILFLHQWFDSLWDORUUHVRXUFHVWRZDUGVRXUSURGXFWFDQGLGDWHVDQG



ȕ

RXUSDUWQHUVPD\QRWFRPSO\ZLWKDSSOLFDEOHJRYHUQPHQWUHJXODWRU\UHTXLUHPHQWV

6XSSRUWLQJGLOLJHQFHDFWLYLWLHVFRQGXFWHGE\SRWHQWLDOFROODERUDWRUVDQGQHJRWLDWLQJWKHILQDQFLDODQGRWKHUWHUPVRIDFROODERUDWLRQDJUHHPHQWDUH
ORQJDQGFRPSOH[SURFHVVHVZLWKXQFHUWDLQUHVXOWV(YHQLIZHDUHVXFFHVVIXOLQHQWHULQJLQWRRQHRUPRUHFROODERUDWLRQDJUHHPHQWVFROODERUDWLRQVPD\
LQYROYHJUHDWHUXQFHUWDLQW\IRUXVDVZHPD\KDYHOHVVFRQWURORYHUFHUWDLQDVSHFWVRIRXUFROODERUDWLYHSURJUDPVWKDQZHGRRYHURXUSURSULHWDU\
GHYHORSPHQWDQGFRPPHUFLDOL]DWLRQSURJUDPVDQGWKHILQDQFLDOWHUPVXSRQZKLFKFROODERUDWRUVPD\EHZLOOLQJWRHQWHULQWRVXFKDQDUUDQJHPHQWFDQQRW
EHFHUWDLQ
,IDQ\FROODERUDWRUIDLOVWRIXOILOOLWVUHVSRQVLELOLWLHVLQDWLPHO\PDQQHURUDWDOORXUUHVHDUFKFOLQLFDOGHYHORSPHQWPDQXIDFWXULQJRU
FRPPHUFLDOL]DWLRQHIIRUWVSXUVXDQWWRWKDWFROODERUDWLRQFRXOGEHGHOD\HGRUWHUPLQDWHGRULWPD\EHQHFHVVDU\IRUXVWRDVVXPHUHVSRQVLELOLW\IRUH[SHQVHV
RUDFWLYLWLHVWKDWZRXOGRWKHUZLVHKDYHEHHQWKHUHVSRQVLELOLW\RIRXUFROODERUDWRU'HVSLWHRXUHIIRUWVZHPD\EHXQDEOHWRVHFXUHFROODERUDWLYH
DUUDQJHPHQWV,IZHDUHXQDEOHWRHVWDEOLVKDQGPDLQWDLQFROODERUDWLYHUHODWLRQVKLSVRQDFFHSWDEOHWHUPVRUWRVXFFHVVIXOO\WUDQVLWLRQWHUPLQDWHG
FROODERUDWLYHDJUHHPHQWVZHPD\KDYHWRGHOD\RUGLVFRQWLQXHIXUWKHUGHYHORSPHQWRIRQHRUPRUHRIRXUSURGXFWFDQGLGDWHVXQGHUWDNHGHYHORSPHQWDQG
FRPPHUFLDOL]DWLRQDFWLYLWLHVDWRXURZQH[SHQVHRUILQGDOWHUQDWLYHVRXUFHVRIFDSLWDO


7KHWHUPORDQDJUHHPHQWZHHQWHUHGLQWRLQ)HEUXDU\LPSRVHVVLJQLILFDQWRSHUDWLQJDQGILQDQFLDOUHVWULFWLRQVRQXVWKDWPD\SUHYHQWXVIURP
SXUVXLQJFHUWDLQEXVLQHVVRSSRUWXQLWLHVDQGUHVWULFWRXUDELOLW\WRRSHUDWHRXUEXVLQHVV
,Q)HEUXDU\ZHHQWHUHGLQWRDWHUPORDQDJUHHPHQWXQGHUZKLFKZHKDYHERUURZHGPLOOLRQZKLFKLQFOXGHVSDLGLQNLQGLQWHUHVW7KH
DJUHHPHQWFRQWDLQVFRYHQDQWVWKDWUHVWULFWRXUDELOLW\WRWDNHYDULRXVDFWLRQVLQFOXGLQJDPRQJRWKHUWKLQJVLQFXUDGGLWLRQDOLQGHEWHGQHVVSD\GLYLGHQGVRU
GLVWULEXWLRQVRUPDNHFHUWDLQLQYHVWPHQWVFUHDWHRULQFXUFHUWDLQOLHQVWUDQVIHUVHOOOHDVHRUGLVSRVHRIDVVHWVHQWHULQWRWUDQVDFWLRQVZLWKDIILOLDWHV
FRQVXPPDWHDPHUJHURUVHOORURWKHUGLVSRVHRIDVVHWV7KHDJUHHPHQWDOVRUHTXLUHVXVWRFRPSO\ZLWKDGDLO\PLQLPXPOLTXLGLW\FRYHQDQWDQGDQDQQXDO
UHYHQXHUHTXLUHPHQWEDVHGRQWKHVDOHVRI+(3/,6$9%ZKLFKLVPLOOLRQIRUWKHSHULRG-XO\WKURXJK-XQHWKHILUVWSHULRGIRUZKLFK
ZHDUHVXEMHFWWRVXFKUHTXLUHPHQW7KHDJUHHPHQWVSHFLILHVDQXPEHURIHYHQWVRIGHIDXOWVRPHRIZKLFKDUHVXEMHFWWRDSSOLFDEOHJUDFHRUFXUHSHULRGV
LQFOXGLQJDPRQJRWKHUWKLQJVQRQSD\PHQWGHIDXOWVFRYHQDQWGHIDXOWVFURVVGHIDXOWVWRRWKHUPDWHULDOLQGHEWHGQHVVEDQNUXSWF\DQGLQVROYHQF\GHIDXOWV
DQGQRQSD\PHQWRIPDWHULDOMXGJPHQWV
2XUDELOLW\WRFRPSO\ZLWKWKHVHFRYHQDQWVZLOOOLNHO\EHDIIHFWHGE\PDQ\IDFWRUVLQFOXGLQJHYHQWVEH\RQGRXUFRQWURODQGZHPD\QRWVDWLVI\
WKRVHUHTXLUHPHQWV2XUIDLOXUHWRFRPSO\ZLWKRXUREOLJDWLRQVFRXOGUHVXOWLQDQHYHQWRIGHIDXOWDQGWKHDFFHOHUDWLRQRIRXUUHSD\PHQWREOLJDWLRQDWDWLPH
ZKHQZHPD\QRWKDYHWKHFDVKWRFRPSO\ZLWKWKDWREOLJDWLRQZKLFKFRXOGUHVXOWLQDVHL]XUHRIPRVWRIRXUDVVHWV7KHUHVWULFWLRQVFRQWDLQHGLQWKH
DJUHHPHQWFRXOGDOVROLPLWRXUDELOLW\WRPHHWFDSLWDOQHHGVRURWKHUZLVHUHVWULFWRXUDFWLYLWLHVDQGDGYHUVHO\DIIHFWRXUDELOLW\WRILQDQFHRXURSHUDWLRQV
HQWHULQWRDFTXLVLWLRQVRUWRHQJDJHLQRWKHUEXVLQHVVDFWLYLWLHVWKDWZRXOGEHLQRXULQWHUHVW
:HUHO\RQ&52VDQG&OLQLFDO6LWHVDQG,QYHVWLJDWRUVIRURXUFOLQLFDOWULDOV,IWKHVHWKLUGSDUWLHVGRQRWIXOILOOWKHLUFRQWUDFWXDOREOLJDWLRQVRUPHHW
H[SHFWHGGHDGOLQHVRXUSODQQHGFOLQLFDOWULDOVPD\EHGHOD\HGDQGZHPD\IDLOWRREWDLQWKHUHJXODWRU\DSSURYDOVQHFHVVDU\WRFRPPHUFLDOL]HRXU
SURGXFWFDQGLGDWHV
:HUHO\RQ&52V&OLQLFDO6LWHVDQG,QYHVWLJDWRUVIRURXUFOLQLFDOWULDOV,IWKHVHWKLUGSDUWLHVGRQRWSHUIRUPWKHLUREOLJDWLRQVRUPHHWH[SHFWHG
GHDGOLQHVRXUSODQQHGFOLQLFDOWULDOVPD\EHH[WHQGHGGHOD\HGPRGLILHGRUWHUPLQDWHG:KLOHZHPDLQWDLQRYHUVLJKWRYHURXUFOLQLFDOWULDOVDQGFRQGXFW
UHJXODUUHYLHZVRIWKHGDWDZHDUHGHSHQGHQWRQWKHSURFHVVHVDQGTXDOLW\FRQWUROHIIRUWVRIRXUWKLUGSDUW\FRQWUDFWRUVWRHQVXUHWKDWFOLQLFDOWULDOVDUH
FRQGXFWHGSURSHUO\DQGWKDWGHWDLOHGTXDOLW\UHFRUGVDUHPDLQWDLQHGWRVXSSRUWWKHUHVXOWVRIWKHFOLQLFDOWULDOVWKDWWKH\DUHFRQGXFWLQJRQRXUEHKDOI$Q\
H[WHQVLRQGHOD\PRGLILFDWLRQRUWHUPLQDWLRQRIRXUFOLQLFDOWULDOVRUIDLOXUHWRHQVXUHDGHTXDWHGRFXPHQWDWLRQDQGWKHTXDOLW\RIWKHUHVXOWVLQWKHFOLQLFDO
WULDOVFRXOGGHOD\RURWKHUZLVHDGYHUVHO\DIIHFWRXUDELOLW\WRFRPPHUFLDOL]HRXUSURGXFWFDQGLGDWHVDQGFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV
DQGRSHUDWLRQV
$VZHIRFXVRQFRPPHUFLDOL]DWLRQRI+(3/,6$9%ZHPD\HQFRXQWHUGLIILFXOWLHVLQPDQDJLQJRXUFRPPHUFLDOJURZWKDQGH[SDQGLQJRXURSHUDWLRQV
VXFFHVVIXOO\
$VRXUFRPPHUFLDORSHUDWLRQVH[SDQGZHH[SHFWWKDWZHZLOODOVRQHHGWRPDQDJHDGGLWLRQDOUHODWLRQVKLSVZLWKYDULRXVWKLUGSDUWLHVLQFOXGLQJVROH
VRXUFHVXSSOLHUVGLVWULEXWRUVZKROHVDOHUVDQGKRVSLWDOFXVWRPHUV)XWXUHJURZWKLQFOXGLQJPDQDJLQJDQLQKRXVHILHOGVDOHVWHDPZLOOLPSRVHVLJQLILFDQW
DGGHGUHVSRQVLELOLWLHVRQRXURUJDQL]DWLRQLQSDUWLFXODURQPDQDJHPHQW2XUIXWXUHILQDQFLDOSHUIRUPDQFHDQGRXUDELOLW\WRVXFFHVVIXOO\FRPPHUFLDOL]H
+(3/,6$9%DQGWRFRPSHWHHIIHFWLYHO\ZLOOGHSHQGLQSDUWRQRXUDELOLW\WRPDQDJHDQ\IXWXUHJURZWKHIIHFWLYHO\7RWKDWHQGZHPD\QRWEHDEOHWR
PDQDJHRXUJURZWKHIIRUWVHIIHFWLYHO\DQGKLUHWUDLQDQGLQWHJUDWHDGGLWLRQDOPDQDJHPHQWDGPLQLVWUDWLYHDQGVDOHVDQGPDUNHWLQJSHUVRQQHODQGRXU
IDLOXUHWRDFFRPSOLVKDQ\RIWKHVHDFWLYLWLHVFRXOGSUHYHQWXVIURPVXFFHVVIXOO\JURZLQJRXUFRPSDQ\


,IZHIDLOWRFRPSO\ZLWKWKHH[WHQVLYHUHTXLUHPHQWVDSSOLFDEOHWRELRSKDUPDFHXWLFDOPDQXIDFWXUHUVDQGPDUNHWHUVXQGHUWKHKHDOWKFDUHIUDXGDQG
DEXVHDQWLFRUUXSWLRQSULYDF\WUDQVSDUHQF\DQGRWKHUODZVRIWKHMXULVGLFWLRQVLQZKLFKZHFRQGXFWRXUEXVLQHVVZHPD\EHVXEMHFWWRVLJQLILFDQW
OLDELOLW\
2XUDFWLYLWLHVDQGWKHDFWLYLWLHVRIRXUDJHQWVLQFOXGLQJVRPHFRQWUDFWHGWKLUGSDUWLHVDUHVXEMHFWWRH[WHQVLYHJRYHUQPHQWUHJXODWLRQDQGRYHUVLJKW
ERWKLQWKH86DQGLQIRUHLJQMXULVGLFWLRQV2XULQWHUDFWLRQVZLWKSK\VLFLDQVDQGRWKHUVLQDSRVLWLRQWRSUHVFULEHRUSXUFKDVHRXUSURGXFWVDUHVXEMHFWWRD
OHJDOUHJLPHGHVLJQHGWRSUHYHQWKHDOWKFDUHIUDXGDQGDEXVHDQGRIIODEHOSURPRWLRQ:HDOVRDUHVXEMHFWWRODZVSHUWDLQLQJWRWUDQVSDUHQF\RIWUDQVIHUVRI
YDOXHWRKHDOWKFDUHSURYLGHUVSULYDF\DQGGDWDSURWHFWLRQFRPSOLDQFHZLWKLQGXVWU\YROXQWDU\FRPSOLDQFHJXLGHOLQHVDQGSURKLELWLQJWKHSD\PHQWRI
EULEHV5HOHYDQW86ODZVLQFOXGH


ȕ

WKHIHGHUDO$QWL.LFNEDFN6WDWXWHZKLFKSURKLELWVSHUVRQVIURPDPRQJRWKHUWKLQJVNQRZLQJO\DQGZLOOIXOO\VROLFLWLQJUHFHLYLQJRIIHULQJRU
SD\LQJUHPXQHUDWLRQGLUHFWO\RULQGLUHFWO\LQH[FKDQJHIRURUWRLQGXFHHLWKHUWKHUHIHUUDORIDQLQGLYLGXDOIRURUWKHSXUFKDVHRUGHURU
UHFRPPHQGDWLRQRIDQ\JRRGRUVHUYLFHIRUZKLFKSD\PHQWPD\EHPDGHXQGHUIHGHUDOKHDOWKFDUHSURJUDPVVXFKDVWKH0HGLFDUHDQG
0HGLFDLGSURJUDPV



ȕ

IHGHUDOIDOVHFODLPVODZVLQFOXGLQJWKHFLYLO)DOVH&ODLPV$FWDQGFLYLOPRQHWDU\SHQDOW\ODZZKLFKSURKLELWLQGLYLGXDOVRUHQWLWLHVIURP
DPRQJRWKHUWKLQJVNQRZLQJO\SUHVHQWLQJRUFDXVLQJWREHSUHVHQWHGFODLPVIRUSD\PHQWWRWKHJRYHUQPHQWRULWVDJHQWVWKDWDUHIDOVHRU
IUDXGXOHQW



ȕ

WKH)HGHUDO)RRG'UXJDQG&RVPHWLF$FWDQGJRYHUQLQJUHJXODWLRQVZKLFKDPRQJRWKHUWKLQJVSURKLELWRIIODEHOSURPRWLRQRISUHVFULSWLRQ
GUXJV



ȕ

WKHIHGHUDO3K\VLFLDQ3D\PHQWV6XQVKLQH$FWFUHDWHGXQGHUWKH3DWLHQW3URWHFWLRQDQG$IIRUGDEOH&DUH$FWRIDVDPHQGHGE\WKH+HDOWK
&DUHDQG(GXFDWLRQDQG5HFRQFLOLDWLRQ$FWRI FROOHFWLYHO\Ȑ$&$ȑ ZKLFKUHTXLUHVFHUWDLQPDQXIDFWXUHUVRIGUXJVGHYLFHVELRORJLFV
DQGPHGLFDOVXSSOLHVWRUHSRUWDQQXDOO\WRWKH&HQWHUVIRU0HGLFDUH 0HGLFDLG6HUYLFHV Ȑ&06ȑ LQIRUPDWLRQUHODWHGWRSD\PHQWVDQGRWKHU
WUDQVIHUVRIYDOXHWRSK\VLFLDQVDVGHILQHGE\VXFKODZDQGWHDFKLQJKRVSLWDOVDQGRZQHUVKLSDQGLQYHVWPHQWLQWHUHVWVKHOGE\VXFK
SK\VLFLDQVDQGWKHLULPPHGLDWHIDPLO\PHPEHUV



ȕ

WKHIHGHUDO+HDOWK,QVXUDQFH3RUWDELOLW\DQG$FFRXQWDELOLW\$FWRI Ȑ+,3$$ȑ ZKLFKFUHDWHGDPRQJRWKHUWKLQJVQHZIHGHUDOFULPLQDO
VWDWXWHVWKDWSURKLELWH[HFXWLQJDVFKHPHWRGHIUDXGDQ\KHDOWKFDUHEHQHILWSURJUDPDQGPDNLQJIDOVHVWDWHPHQWVUHODWLQJWRKHDOWKFDUHPDWWHUV



ȕ

+,3$$DVDPHQGHGE\WKH+HDOWK,QIRUPDWLRQ7HFKQRORJ\IRU(FRQRPLFDQG&OLQLFDO+HDOWK$FWDQGWKHLULPSOHPHQWLQJUHJXODWLRQVZKLFK
LPSRVHVFHUWDLQUHTXLUHPHQWVUHODWLQJWRWKHSULYDF\VHFXULW\DQGWUDQVPLVVLRQRILQGLYLGXDOO\LGHQWLILDEOHKHDOWKLQIRUPDWLRQ



ȕ

WKH)RUHLJQ&RUUXSW3UDFWLFHV$FWZKLFKSURKLELWVWKHSD\PHQWRIEULEHVWRIRUHLJQJRYHUQPHQWRIILFLDOVDQGUHTXLUHVWKDWDFRPSDQ\ȍVERRNV
DQGUHFRUGVDFFXUDWHO\UHIOHFWWKHFRPSDQ\ȍVWUDQVDFWLRQVDQG



ȕ

IRUHLJQDQGVWDWHODZHTXLYDOHQWVRIHDFKRIWKHIHGHUDOODZVGHVFULEHGDERYHVXFKDVDQWLNLFNEDFNDQGIDOVHFODLPVODZVZKLFKPD\DSSO\WR
LWHPVRUVHUYLFHVUHLPEXUVHGE\VWDWHKHDOWKLQVXUDQFHSURJUDPVRUDQ\WKLUGSDUW\SD\RULQFOXGLQJFRPPHUFLDOLQVXUHUVVWDWHODZVWKDW
UHTXLUHSKDUPDFHXWLFDOFRPSDQLHVWRFRPSO\ZLWKWKHSKDUPDFHXWLFDOLQGXVWU\ȍVYROXQWDU\FRPSOLDQFHJXLGHOLQHVDQGWKHDSSOLFDEOH
FRPSOLDQFHJXLGDQFHSURPXOJDWHGE\WKHIHGHUDOJRYHUQPHQWVWDWHODZVWKDWUHTXLUHGUXJPDQXIDFWXUHUVWRUHSRUWLQIRUPDWLRQRQWKHSULFLQJ
RIFHUWDLQGUXJVVWDWHDQGORFDOODZVWKDWUHTXLUHWKHUHJLVWUDWLRQRISKDUPDFHXWLFDOVDOHVUHSUHVHQWDWLYHVDQGVWDWHDQGIRUHLJQODZVJRYHUQLQJ
WKHSULYDF\DQGVHFXULW\RIKHDOWKLQIRUPDWLRQPDQ\RIZKLFKGLIIHUIURPHDFKRWKHULQVLJQLILFDQWZD\VDQGRIWHQDUHQRWSUHHPSWHGE\
+,3$$

7KH2IILFHRI,QVSHFWRU*HQHUDOIRUWKH'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHVWKH'HSDUWPHQWRI-XVWLFHVWDWHVȍ$WWRUQH\V*HQHUDODQGRWKHU
JRYHUQPHQWDODXWKRULWLHVDFWLYHO\HQIRUFHWKHODZVDQGUHJXODWLRQVGLVFXVVHGDERYH7KHVHHQWLWLHVDOVRFRRUGLQDWHH[WHQVLYHO\ZLWKWKH)'$XVLQJOHJDO
WKHRULHVWKDWFRQQHFWYLRODWLRQVRIWKH)HGHUDO)RRG'UXJDQG&RVPHWLF$FW VXFKDVRIIODEHOSURPRWLRQ WRWKHHYHQWXDOVXEPLVVLRQRIIDOVHFODLPVWR
JRYHUQPHQWKHDOWKFDUHSURJUDPV3URVHFXWLRQRIVXFKSURPRWLRQFDVHVXQGHUWKHIHGHUDOFLYLO)DOVH&ODLPV$FWSURYLGHVWKHSRWHQWLDOIRUSULYDWHSDUWLHV
TXLWDPUHODWRUVRUȐZKLVWOHEORZHUVȑ WRLQLWLDWHFDVHVRQEHKDOIRIWKHJRYHUQPHQWDQGSURYLGHVIRUVLJQLILFDQWO\KLJKHUSHQDOWLHVXSRQFRQYLFWLRQ
,QWKH86SKDUPDFHXWLFDODQGELRWHFKQRORJ\FRPSDQLHVKDYHEHHQWKHWDUJHWRIQXPHURXVJRYHUQPHQWSURVHFXWLRQVDQGLQYHVWLJDWLRQVDOOHJLQJ
YLRODWLRQVRIODZLQFOXGLQJFODLPVDVVHUWLQJLPSHUPLVVLEOHRIIODEHOSURPRWLRQRISKDUPDFHXWLFDOSURGXFWVSD\PHQWVLQWHQGHGWRLQIOXHQFHWKHUHIHUUDORI
IHGHUDORUVWDWHKHDOWKFDUHEXVLQHVVVXEPLVVLRQRIIDOVHFODLPVIRUJRYHUQPHQWUHLPEXUVHPHQWRUVXEPLVVLRQRILQFRUUHFWSULFLQJLQIRUPDWLRQ


9LRODWLRQVRIDQ\RIWKHODZVGHVFULEHGDERYHRUDQ\RWKHUDSSOLFDEOHJRYHUQPHQWDOUHJXODWLRQVDQGRWKHUVLPLODUIRUHLJQODZVPD\VXEMHFWXVRXU
HPSOR\HHVRURXUDJHQWVWRVLJQLILFDQWFULPLQDOFLYLODQGDGPLQLVWUDWLYHSHQDOWLHVLQFOXGLQJILQHVFLYLOPRQHWDU\SHQDOWLHVH[FOXVLRQIURPSDUWLFLSDWLRQLQ
JRYHUQPHQWKHDOWKFDUHSURJUDPV LQFOXGLQJ0HGLFDUHDQG0HGLFDLG GLVJRUJHPHQWLPSULVRQPHQWDGGLWLRQDOUHSRUWLQJUHTXLUHPHQWVDQGRYHUVLJKWLIZH
EHFRPHVXEMHFWWRDFRUSRUDWHLQWHJULW\DJUHHPHQWRUVLPLODUDJUHHPHQWWRUHVROYHDOOHJDWLRQVRIQRQFRPSOLDQFHZLWKWKHVHODZVDQGWKHUHVWULFWLRQRU
UHVWUXFWXULQJRIRXURSHUDWLRQVDQ\RIZKLFKFRXOGDGYHUVHO\DIIHFWRXUDELOLW\WRRSHUDWHRXUEXVLQHVVDQGRXUILQDQFLDOUHVXOWV$GGLWLRQDOO\ZKHWKHURU
QRWZHKDYHFRPSOLHGZLWKWKHODZDQLQYHVWLJDWLRQLQWRDOOHJHGXQODZIXOFRQGXFWPD\FDXVHXVWRLQFXUVLJQLILFDQWH[SHQVHFDXVHUHSXWDWLRQDOGDPDJH
GLYHUWPDQDJHPHQWWLPHDQGDWWHQWLRQDQGRWKHUZLVHDGYHUVHO\DIIHFWRXUEXVLQHVV:KLOHZHKDYHGHYHORSHGDQGLQVWLWXWHGDFRUSRUDWHFRPSOLDQFH
SURJUDPZHFDQQRWJXDUDQWHHWKDWZHRXUHPSOR\HHVRXUFRQVXOWDQWVFRQWUDFWRUVRURWKHUDJHQWVDUHRUZLOOEHLQFRPSOLDQFHZLWKDOODSSOLFDEOH86RU
IRUHLJQODZV
:HH[SHFWWKHUHZLOOFRQWLQXHWREHIHGHUDODQGVWDWHODZVDQGRUUHJXODWLRQVSURSRVHGDQGLPSOHPHQWHGWKDWFRXOGLPSDFWRXURSHUDWLRQVDQG
EXVLQHVV)RUH[DPSOHWKH$&$DPRQJRWKHUWKLQJVLPSRVHVDVLJQLILFDQWDQQXDOIHHRQFRPSDQLHVWKDWPDQXIDFWXUHRULPSRUWEUDQGHGSUHVFULSWLRQGUXJ
SURGXFWV,WDOVRFRQWDLQVVXEVWDQWLDOSURYLVLRQVLQWHQGHGWREURDGHQDFFHVVWRKHDOWKLQVXUDQFHUHGXFHRUFRQVWUDLQWKHJURZWKRIKHDOWKFDUHVSHQGLQJDQG
LPSRVHDGGLWLRQDOKHDOWKSROLF\UHIRUPVDQ\RUDOORIZKLFKPD\DIIHFWRXUEXVLQHVV7KHUHUHPDLQOHJDODQGSROLWLFDOFKDOOHQJHVWRFHUWDLQDVSHFWVRI$&$
DVZHOODVHIIRUWVE\WKH7UXPSDGPLQLVWUDWLRQWRUHSHDORUUHSODFHFHUWDLQDVSHFWVRIWKH$&$6LQFH-DQXDU\3UHVLGHQW7UXPSKDVVLJQHGWZR
H[HFXWLYHRUGHUVDQGRWKHUGLUHFWLYHVGHVLJQHGWRGHOD\FLUFXPYHQWRUORRVHQFHUWDLQUHTXLUHPHQWVPDQGDWHGE\$&$&RQFXUUHQWO\&RQJUHVVKDV
FRQVLGHUHGOHJLVODWLRQWKDWZRXOGUHSHDORUUHSHDODQGUHSODFHDOORUSDUWRI$&$:KLOH&RQJUHVVKDVQRWSDVVHGFRPSUHKHQVLYHUHSHDOOHJLVODWLRQVHYHUDO
ELOOVDIIHFWLQJWKHLPSOHPHQWDWLRQRIFHUWDLQWD[HVXQGHUWKH$&$KDYHEHHQVLJQHGLQWRODZ7KH7D[&XWVDQG-REV$FWRIRU7D[$FWLQFOXGHVD
SURYLVLRQUHSHDOLQJHIIHFWLYH-DQXDU\WKHWD[EDVHGVKDUHGUHVSRQVLELOLW\SD\PHQWLPSRVHGE\$&$RQFHUWDLQLQGLYLGXDOVZKRIDLOWRPDLQWDLQ
TXDOLI\LQJKHDOWKFRYHUDJHIRUDOORUSDUWRID\HDUWKDWLVFRPPRQO\UHIHUUHGWRDVWKHȐLQGLYLGXDOPDQGDWHȑ,QDGGLWLRQWKHIHGHUDOVSHQGLQJSDFNDJH
SHUPDQHQWO\HOLPLQDWHGHIIHFWLYH-DQXDU\WKH$&$PDQGDWHGȐ&DGLOODFȑWD[RQKLJKFRVWHPSOR\HUVSRQVRUHGKHDOWKFRYHUDJHDQGPHGLFDO
GHYLFHWD[DQGHIIHFWLYH-DQXDU\ODOVRHOLPLQDWHVWKHKHDOWKLQVXUHUWD[7KH%LSDUWLVDQ%XGJHW$FWRIRUWKH%%$DPRQJRWKHUWKLQJV
DPHQGVWKH$&$HIIHFWLYH-DQXDU\WRLQFUHDVHIURPSHUFHQWWRSHUFHQWWKHSRLQWRIVDOHGLVFRXQWWKDWLVRZHGE\SKDUPDFHXWLFDO
PDQXIDFWXUHUVZKRSDUWLFLSDWHLQ0HGLFDUH3DUW'DQGFORVHWKHFRYHUDJHJDSLQPRVW0HGLFDUHGUXJSODQVFRPPRQO\UHIHUUHGWRDVWKHȐGRQXWKROHȑ,Q
'HFHPEHU&06SXEOLVKHGDQHZILQDOUXOHSHUPLWWLQJIXUWKHUFROOHFWLRQVDQGSD\PHQWVWRDQGIURPFHUWDLQ33$&$TXDOLILHGKHDOWKSODQVDQGKHDOWK
LQVXUDQFHLVVXHUVXQGHUWKH$&$ULVNDGMXVWPHQWSURJUDPLQUHVSRQVHWRWKHRXWFRPHRIIHGHUDOGLVWULFWFRXUWOLWLJDWLRQUHJDUGLQJWKHPHWKRG&06XVHVWR
GHWHUPLQHWKLVULVNDGMXVWPHQW2Q'HFHPEHUD7H[DV86'LVWULFW&RXUW-XGJHUXOHGWKDWWKH$&$LVXQFRQVWLWXWLRQDOLQLWVHQWLUHW\EHFDXVHWKH
ȐLQGLYLGXDOPDQGDWHȑZDVUHSHDOHGE\&RQJUHVVDVSDUWRIWKH7D[$FW$GGLWLRQDOO\RQ'HFHPEHUWKH86&RXUWRI$SSHDOVIRUWKHWK&LUFXLW
XSKHOGWKH'LVWULFW&RXUWUXOLQJWKDWWKHLQGLYLGXDOPDQGDWHZDVXQFRQVWLWXWLRQDODQGUHPDQGHGWKHFDVHEDFNWRWKH'LVWULFW&RXUWWRGHWHUPLQHZKHWKHUWKH
UHPDLQLQJSURYLVLRQVRIWKH$&$DUHLQYDOLGDVZHOO,WLVXQFOHDUKRZWKLVGHFLVLRQIXWXUHGHFLVLRQVVXEVHTXHQWDSSHDOVDQGRWKHUHIIRUWVWRUHSHDODQG
UHSODFHWKH33$&$ZLOOLPSDFWWKH33$&$DQGRQRXUEXVLQHVV
2WKHUOHJLVODWLYHFKDQJHVKDYHDOVREHHQSURSRVHGDQGDGRSWHGVLQFHWKH33$&$ZDVHQDFWHG)RUH[DPSOHWKH%XGJHW&RQWURO$FWRI
UHVXOWHGLQDJJUHJDWHUHGXFWLRQVLQ0HGLFDUHSD\PHQWVWRSURYLGHUVRIXSWRWZRSHUFHQWSHUILVFDO\HDUVWDUWLQJLQDQGGXHWRVXEVHTXHQWOHJLVODWLYH
DPHQGPHQWVWRWKHVWDWXWHLQFOXGLQJWKH%%$ZLOOUHPDLQLQHIIHFWWKURXJKXQOHVVDGGLWLRQDO&RQJUHVVLRQDODFWLRQLVWDNHQ,QDGGLWLRQWKH
$PHULFDQ7D[SD\HU5HOLHI$FWRIDPRQJRWKHUWKLQJVUHGXFHG0HGLFDUHSD\PHQWVWRVHYHUDOW\SHVRISURYLGHUVDQGLQFUHDVHGWKHVWDWXWHRI
OLPLWDWLRQVSHULRGIRUWKHJRYHUQPHQWWRUHFRYHURYHUSD\PHQWVWRSURYLGHUVIURPWKUHHWRILYH\HDUV6XFKODZVDQGRWKHUVWKDWPD\DIIHFWRXUEXVLQHVVWKDW
KDYHEHHQUHFHQWO\HQDFWHGRUPD\LQWKHIXWXUHEHHQDFWHGPD\UHVXOWLQDGGLWLRQDOUHGXFWLRQVLQ0HGLFDUHDQGRWKHUKHDOWKFDUHIXQGLQJ
,QWKHIXWXUHWKHUHZLOOOLNHO\FRQWLQXHWREHDGGLWLRQDOSURSRVDOVUHODWLQJWRWKHUHIRUPRIWKH86KHDOWKFDUHV\VWHPVRPHRIZKLFKFRXOGIXUWKHU
OLPLWFRYHUDJHDQGUHLPEXUVHPHQWRISURGXFWVLQFOXGLQJRXUSURGXFWFDQGLGDWHV$Q\UHGXFWLRQLQUHLPEXUVHPHQWIURP0HGLFDUHRURWKHUJRYHUQPHQW
SURJUDPVPD\UHVXOWLQDVLPLODUUHGXFWLRQLQSD\PHQWVIURPSULYDWHSD\RUV7KHLPSOHPHQWDWLRQRIFRVWFRQWDLQPHQWPHDVXUHVRURWKHUKHDOWKFDUHUHIRUPV
PD\SUHYHQWXVIURPEHLQJDEOHWRJHQHUDWHUHYHQXHDWWDLQSURILWDELOLW\RUFRPPHUFLDOL]HRXUSURGXFWV


7KHORVVRINH\SHUVRQQHOFRXOGGHOD\RUSUHYHQWDFKLHYLQJRXUREMHFWLYHV,QDGGLWLRQRXUFRQWLQXHGJURZWKWRVXSSRUWFRPPHUFLDOL]DWLRQPD\UHVXOW
LQGLIILFXOWLHVLQPDQDJLQJRXUJURZWKDQGH[SDQGLQJRXURSHUDWLRQVVXFFHVVIXOO\
:HGHSHQGRQRXUVHQLRUH[HFXWLYHRIILFHUVDVZHOODVRWKHUNH\VFLHQWLILFSHUVRQQHO2XUFRPPHUFLDODQGEXVLQHVVHIIRUWVFRXOGEHDGYHUVHO\
DIIHFWHGE\WKHORVVRIRQHRUPRUHNH\PHPEHUVRIRXUFRPPHUFLDORUPDQDJHPHQWVWDIILQFOXGLQJRXUVHQLRUH[HFXWLYHRIILFHUV:HFXUUHQWO\KDYHQRNH\
SHUVRQLQVXUDQFHRQDQ\RIRXUHPSOR\HHV
$VRXURSHUDWLRQVH[SDQGZHH[SHFWWKDWZHZLOOQHHGWRPDQDJHDGGLWLRQDOUHODWLRQVKLSVZLWKYDULRXVYHQGRUVSDUWQHUVVXSSOLHUVDQGRWKHUWKLUG
SDUWLHV)XWXUHJURZWKZLOOLPSRVHVLJQLILFDQWDGGHGUHVSRQVLELOLWLHVRQPHPEHUVRIPDQDJHPHQW2XUIXWXUHILQDQFLDOSHUIRUPDQFHDQGRXUDELOLW\WR
VXFFHVVIXOO\FRPPHUFLDOL]H+(3/,6$9%DQGWRFRPSHWHHIIHFWLYHO\ZLOOGHSHQGLQSDUWRQRXUDELOLW\WRPDQDJHDQ\IXWXUHJURZWKHIIHFWLYHO\7RWKDW
HQGZHPXVWEHDEOHWRHIIHFWLYHO\PDQDJHRXUFRPPHUFLDOL]DWLRQHIIRUWVUHVHDUFKHIIRUWVDQGFOLQLFDOWULDOVDQGKLUHWUDLQDQGLQWHJUDWHDGGLWLRQDO
UHJXODWRU\PDQXIDFWXULQJDGPLQLVWUDWLYHDQGVDOHVDQGPDUNHWLQJSHUVRQQHO:HPD\QRWEHDEOHWRDFFRPSOLVKWKHVHWDVNVDQGRXUIDLOXUHWRDFFRPSOLVK
DQ\RIWKHPFRXOGSUHYHQWXVIURPVXFFHVVIXOO\JURZLQJRXUFRPSDQ\DQGDFKLHYLQJSURILWDELOLW\
:HIDFHSURGXFWOLDELOLW\H[SRVXUHZKLFKLIQRWFRYHUHGE\LQVXUDQFHFRXOGUHVXOWLQVLJQLILFDQWILQDQFLDOOLDELOLW\
:KLOHZHKDYHQRWH[SHULHQFHGDQ\SURGXFWOLDELOLW\FODLPVWRGDWHWKHXVHRIDQ\RIRXUSURGXFWFDQGLGDWHVLQFOLQLFDOWULDOVDQGWKHVDOHRIDQ\
DSSURYHGSURGXFWVLQFOXGLQJ+(3/,6$9%ZLOOVXEMHFWXVWRSRWHQWLDOSURGXFWOLDELOLW\FODLPVDQGPD\UDLVHTXHVWLRQVDERXWDSURGXFWȍVVDIHW\DQG
HIILFDF\$VDUHVXOWZHFRXOGH[SHULHQFHDGHOD\LQRXUDELOLW\WRFRPPHUFLDOL]HRQHRUPRUHRIRXUSURGXFWFDQGLGDWHVRUUHGXFHGVDOHVRIDQ\DSSURYHG
SURGXFWFDQGLGDWHV,QDGGLWLRQDSURGXFWOLDELOLW\FODLPPD\H[FHHGWKHOLPLWVRIRXULQVXUDQFHSROLFLHVDQGH[KDXVWRXULQWHUQDOUHVRXUFHV:HKDYH
REWDLQHGOLPLWHGFOLQLFDOWULDOOLDELOLW\DQGXPEUHOODLQVXUDQFHFRYHUDJHIRURXUFOLQLFDOWULDOV7KLVFRYHUDJHPD\QRWEHDGHTXDWHRUPD\QRWFRQWLQXHWREH
DYDLODEOHLQVXIILFLHQWDPRXQWVDWDQDFFHSWDEOHFRVWRUDWDOO:KLOHZHKDYHREWDLQHGSURGXFWOLDELOLW\LQVXUDQFHFRYHUDJHIRU+(3/,6$9%WKHUHLVDULVN
WKDWWKLVFRYHUDJHPD\QRWEHDGHTXDWHRUPD\QRWFRQWLQXHWREHDYDLODEOHLQVXIILFLHQWDPRXQWVDWDQDFFHSWDEOHFRVWRUDWDOO:HDOVRPD\QRWEHDEOHWR
REWDLQFRPPHUFLDOO\UHDVRQDEOHSURGXFWOLDELOLW\LQVXUDQFHIRUDQ\SURGXFWDSSURYHGIRUPDUNHWLQJLQWKHIXWXUH$SURGXFWOLDELOLW\FODLPSURGXFWUHFDOOV
RURWKHUFODLPVDVZHOODVDQ\FODLPVIRUXQLQVXUHGOLDELOLWLHVRULQH[FHVVRILQVXUHGOLDELOLWLHVZRXOGGLYHUWRXUPDQDJHPHQWȍVDWWHQWLRQIURPRXUEXVLQHVV
DQGFRXOGUHVXOWLQVLJQLILFDQWILQDQFLDOOLDELOLW\
2XUEXVLQHVVRSHUDWLRQVDUHYXOQHUDEOHWRLQWHUUXSWLRQVE\QDWXUDOGLVDVWHUVHSLGHPLFVDQGRWKHUFDWDVWURSKLFHYHQWVEH\RQGRXUFRQWUROWKH
RFFXUUHQFHRIZKLFKFRXOGPDWHULDOO\KDUPRXUPDQXIDFWXULQJGLVWULEXWLRQVDOHVEXVLQHVVRSHUDWLRQVDQGILQDQFLDOUHVXOWV
2XUEXVLQHVVRSHUDWLRQVDUHVXEMHFWWRLQWHUUXSWLRQE\QDWXUDOGLVDVWHUVDQGRWKHUFDWDVWURSKLFHYHQWVEH\RQGRXUFRQWUROLQFOXGLQJEXWQRWOLPLWHG
WRHDUWKTXDNHVKXUULFDQHVILUHVGURXJKWVWRUQDGRHVHOHFWULFDOEODFNRXWVSXEOLFKHDOWKFULVHVDQGSDQGHPLFVZDUWHUURULVPDQGJHRSROLWLFDOXQUHVWDQG
XQFHUWDLQWLHV:HKDYHQRWXQGHUWDNHQDV\VWHPDWLFDQDO\VLVRIWKHSRWHQWLDOFRQVHTXHQFHVWRRXUEXVLQHVVWKDWPLJKWUHVXOWIURPDQ\VXFKQDWXUDOGLVDVWHURU
RWKHUFDWDVWURSKLFHYHQWDQGKDYHOLPLWHGUHFRYHU\SODQVLQSODFH,IDQ\RIWKHVHHYHQWVRFFXURXUPDQXIDFWXULQJDQGVXSSO\FKDLQGLVWULEXWLRQVDOHVDQG
PDUNHWLQJHIIRUWVDQGRWKHUEXVLQHVVRSHUDWLRQVFRXOGEHVXEMHFWWREXVLQHVVVKXWGRZQVRUGLVUXSWLRQVDQGILQDQFLDOUHVXOWVFRXOGEHDGYHUVHO\DIIHFWHG:H
FDQQRWSUHVHQWO\SUHGLFWWKHVFRSHDQGVHYHULW\RIDQ\SRWHQWLDOEXVLQHVVVKXWGRZQVRUGLVUXSWLRQVUHVXOWLQJIURPWKHVHHYHQWVEXWLIZHRUDQ\RIWKHWKLUG
SDUWLHVZLWKZKRPZHHQJDJHLQFOXGLQJWKHVXSSOLHUVFRQWUDFWPDQXIDFWXUHUVGLVWULEXWRUVDQGRWKHUWKLUGSDUWLHVZLWKZKRPZHFRQGXFWEXVLQHVVZHUHWR
H[SHULHQFHVKXWGRZQVRURWKHUEXVLQHVVGLVUXSWLRQVRXUDELOLW\WRFRQGXFWRXUEXVLQHVVLQWKHPDQQHUDQGRQWKHWLPHOLQHVSUHVHQWO\SODQQHGFRXOGEH
PDWHULDOO\DQGDGYHUVHO\DIIHFWHGLQDQXPEHURIZD\VVRPHRIZKLFKDUHQRWSUHGLFDEOH
2XUEXVLQHVVFRXOGEHDGYHUVHO\DIIHFWHGE\KHDOWKHSLGHPLFVLQUHJLRQVZKHUHZHKDYHPDQXIDFWXULQJIDFLOLWLHVVDOHVDFWLYLWLHVRURWKHUEXVLQHVV
RSHUDWLRQV)RUH[DPSOHRXWEUHDNVRIHSLGHPLFRUSDQGHPLFGLVHDVHVVXFKDVPLJKWEHFDXVHGE\WKH&29,'FRURQDYLUXVRUWKHIHDURIVXFKHYHQWV
FRXOGFDXVHUHVWULFWLRQVRQVXSSO\FKDLQVDFFHVVWRZRUNSODFHVDQGDIIHFWHPSOR\HHKHDOWKDQGDYDLODELOLW\,IWKH&29,'RXWEUHDNFRQWLQXHVWRVSUHDG
ZHPD\QHHGWROLPLWRSHUDWLRQVRULPSOHPHQWOLPLWDWLRQVLQFOXGLQJZRUNIURPKRPHSROLFLHV,QDGGLWLRQFXVWRPHUVPD\SRVWSRQHIDFHWRIDFHPHHWLQJV
DQGLPSRVHUHVWULFWLRQVRQDFFHVVE\QRQHVVHQWLDOSHUVRQQHOLQKRVSLWDOVRUFOLQLFVDOORIZKLFKFRXOGVORZDGRSWLRQDQGLPSOHPHQWDWLRQE\VRPH
FXVWRPHUVUHVXOWLQJLQORZHUVDOHV
$OWKRXJKZHPDLQWDLQLQYHQWRULHVRI+(3/,6$9%DQGLWVFRPSRQHQWVRXUDELOLW\DQGWKRVHRIRXUFRQWUDFWRUVDQGGLVWULEXWRUVWRSURGXFHDQG
GLVWULEXWH+(3/,6$9%FRXOGEHDGYHUVHO\DIIHFWHG$SDQGHPLFRUVLPLODUKHDOWKFKDOOHQJHFRXOGVHYHUHO\LPSDFWWKH86KHDOWKFDUHV\VWHPZKLFKPD\
KDYHDQDGYHUVHHIIHFWRQXVDJHDQGVDOHVRI+(3/,6$9%,QDGGLWLRQDQ\VXFKHYHQWFRXOGUHVXOWLQZLGHVSUHDGJOREDOKHDOWKFULVLVWKDWFRXOGDGYHUVHO\
DIIHFWJOREDOHFRQRPLHVDQG


ILQDQFLDOPDUNHWVUHVXOWLQJLQDQHFRQRPLFGRZQWXUQWKDWFRXOGDIIHFWWKHGHPDQGIRU+(3/,6$9%DQGIXWXUHUHYHQXHDQGRSHUDWLQJUHVXOWVDQGRXUDELOLW\
WRUDLVHDGGLWLRQDOFDSLWDOZKHQQHHGHGRQDFFHSWDEOHWHUPVLIDWDOO
$GGLWLRQDOO\RXUFRUSRUDWHKHDGTXDUWHUVLQ(PHU\YLOOH&$LVORFDWHGLQDVHLVPLFDOO\DFWLYHUHJLRQWKDWDOVRLVVXEMHFWWRSRVVLEOHHOHFWULFDO
VKXWGRZQVDQGZLOGILUHV%HFDXVHZHGRQRWFDUU\HDUWKTXDNHLQVXUDQFHIRUHDUWKTXDNHUHODWHGORVVHVDQGVLJQLILFDQWUHFRYHU\WLPHFRXOGEHUHTXLUHGWR
UHVXPHRSHUDWLRQVRXUILQDQFLDOFRQGLWLRQDQGRSHUDWLQJUHVXOWVFRXOGEHPDWHULDOO\DGYHUVHO\DIIHFWHGLQWKHHYHQWRIDPDMRUHDUWKTXDNHRUFDWDVWURSKLF
HYHQW:HFDUU\RQO\OLPLWHGEXVLQHVVLQWHUUXSWLRQLQVXUDQFHWKDWZRXOGFRPSHQVDWHXVIRUDFWXDOORVVHVIURPLQWHUUXSWLRQRIRXUEXVLQHVVWKDWPD\RFFXU
DQGDQ\ORVVHVRUGDPDJHVLQFXUUHGE\XVLQH[FHVVRILQVXUHGDPRXQWVFRXOGFDXVHRXUEXVLQHVVWRPDWHULDOO\VXIIHU
6LJQLILFDQWGLVUXSWLRQVRILQIRUPDWLRQWHFKQRORJ\V\VWHPVRUEUHDFKHVRIGDWDVHFXULW\FRXOGDGYHUVHO\DIIHFWRXUEXVLQHVV
2XUEXVLQHVVLVLQFUHDVLQJO\GHSHQGHQWRQFULWLFDOFRPSOH[DQGLQWHUGHSHQGHQWLQIRUPDWLRQWHFKQRORJ\V\VWHPVLQFOXGLQJLQWHUQHWEDVHGV\VWHPV
WRVXSSRUWEXVLQHVVSURFHVVHVDVZHOODVLQWHUQDODQGH[WHUQDOFRPPXQLFDWLRQV7KHVL]HDQGFRPSOH[LW\RIRXUFRPSXWHUV\VWHPVPDNHWKHPSRWHQWLDOO\
YXOQHUDEOHWREUHDNGRZQPDOLFLRXVLQWUXVLRQDQGFRPSXWHUYLUXVHVWKDWPD\UHVXOWLQWKHLPSDLUPHQWRINH\EXVLQHVVSURFHVVHV
,QDGGLWLRQRXUV\VWHPVDUHSRWHQWLDOO\YXOQHUDEOHWRGDWDVHFXULW\EUHDFKHVȉZKHWKHUE\HPSOR\HHVRURWKHUVȉWKDWPD\H[SRVHVHQVLWLYHGDWDWR
XQDXWKRUL]HGSHUVRQV6XFKGDWDVHFXULW\EUHDFKHVFRXOGOHDGWRWKHORVVRIWUDGHVHFUHWVRURWKHULQWHOOHFWXDOSURSHUW\RUFRXOGOHDGWRWKHSXEOLFH[SRVXUH
RISHUVRQDOO\LGHQWLILDEOHLQIRUPDWLRQ LQFOXGLQJVHQVLWLYHSHUVRQDOLQIRUPDWLRQ RIRXUHPSOR\HHVFROODERUDWRUVFOLQLFDOWULDOSDWLHQWVDQGRWKHUV$GDWD
VHFXULW\EUHDFKRUSULYDF\YLRODWLRQWKDWOHDGVWRGLVFORVXUHRUPRGLILFDWLRQRIRUSUHYHQWVDFFHVVWRSDWLHQWLQIRUPDWLRQLQFOXGLQJSHUVRQDOO\LGHQWLILDEOH
LQIRUPDWLRQRUSURWHFWHGKHDOWKLQIRUPDWLRQFRXOGKDUPRXUUHSXWDWLRQFRPSHOXVWRFRPSO\ZLWKIHGHUDOVWDWHDQGRULQWHUQDWLRQDOEUHDFKQRWLILFDWLRQ
ODZVVXEMHFWXVWRPDQGDWRU\FRUUHFWLYHDFWLRQUHTXLUHXVWRYHULI\WKHFRUUHFWQHVVRIGDWDEDVHFRQWHQWVDQGRWKHUZLVHVXEMHFWXVWROLDELOLW\XQGHUODZVDQG
UHJXODWLRQVWKDWSURWHFWSHUVRQDOGDWDLQFOXGLQJEXWQRWOLPLWHGWR+,3$$VLPLODUVWDWHGDWDSURWHFWLRQUHJXODWLRQVDQGWKH(8*HQHUDO'DWD3URWHFWLRQ
5HJXODWLRQRU*'35 (8 UHVXOWLQJLQVLJQLILFDQWSHQDOWLHVLQFUHDVHGFRVWVRUORVVRIUHYHQXH
,QWKH8QLWHG6WDWHV&DOLIRUQLDDGRSWHGWKH&DOLIRUQLD&RQVXPHU3ULYDF\$FWRI Ȑ&&3$ȑ ZKLFKEHFDPHHIIHFWLYHLQ-DQXDU\7KH
&&3$HVWDEOLVKHVDSULYDF\IUDPHZRUNIRUFRYHUHGEXVLQHVVHVLQFOXGLQJDQH[SDQVLYHGHILQLWLRQRISHUVRQDOLQIRUPDWLRQDQGGDWDSULYDF\ULJKWVIRU
&DOLIRUQLDUHVLGHQWV7KH&&3$LQFOXGHVDIUDPHZRUNZLWKSRWHQWLDOO\VHYHUHVWDWXWRU\GDPDJHVDQGSULYDWHULJKWVRIDFWLRQ7KH&&3$UHTXLUHVFRYHUHG
FRPSDQLHVWRSURYLGHQHZGLVFORVXUHVWR&DOLIRUQLDFRQVXPHUV DVWKDWZRUGLVEURDGO\GHILQHGLQWKH&&3$ SURYLGHVXFKFRQVXPHUVQHZZD\VWRRSWRXW
RIFHUWDLQVDOHVRISHUVRQDOLQIRUPDWLRQDQGDOORZIRUDQHZFDXVHRIDFWLRQIRUGDWDEUHDFKHV,WUHPDLQVXQFOHDUKRZWKH&&3$ZLOOEHLQWHUSUHWHGEXWDV
FXUUHQWO\ZULWWHQLWZLOOOLNHO\LPSDFWRXUEXVLQHVVDFWLYLWLHVDQGH[HPSOLILHVWKHYXOQHUDELOLW\RIRXUEXVLQHVVWRQRWRQO\F\EHUWKUHDWVEXWDOVRWKH
HYROYLQJUHJXODWRU\HQYLURQPHQWUHODWHGWRSHUVRQDOGDWD$VZHH[SDQGRXURSHUDWLRQVWKH&&3$PD\LQFUHDVHRXUFRPSOLDQFHFRVWVDQGSRWHQWLDO
OLDELOLW\6RPHREVHUYHUVKDYHQRWHGWKDWWKH&&3$FRXOGPDUNWKHEHJLQQLQJRIDWUHQGWRZDUGPRUHVWULQJHQWSULYDF\OHJLVODWLRQLQWKH8QLWHG
6WDWHV2WKHUVWDWHVDUHEHJLQQLQJWRSDVVVLPLODUODZV

&RPSOLDQFHZLWKWKHVHDQGDQ\RWKHUDSSOLFDEOHSULYDF\DQGGDWDVHFXULW\ODZVDQGUHJXODWLRQVLVDULJRURXVDQGWLPHLQWHQVLYHSURFHVVDQGZH
PD\EHUHTXLUHGWRSXWLQSODFHDGGLWLRQDOPHFKDQLVPVHQVXULQJFRPSOLDQFHZLWKWKHQHZGDWDSURWHFWLRQUXOHV,IZHIDLOWRFRPSO\ZLWKDQ\VXFKODZVRU
UHJXODWLRQVZHPD\IDFHVLJQLILFDQWILQHVDQGSHQDOWLHVWKDWFRXOGDGYHUVHO\DIIHFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV)XUWKHUPRUH
WKHODZVDUHQRWFRQVLVWHQWDQGFRPSOLDQFHLQWKHHYHQWRIDZLGHVSUHDGGDWDEUHDFKLVFRVWO\
,IZHDUHXQDEOHWRSUHYHQWVXFKGDWDVHFXULW\EUHDFKHVRUSULYDF\YLRODWLRQVRULPSOHPHQWVDWLVIDFWRU\UHPHGLDOPHDVXUHVRXURSHUDWLRQVFRXOGEH
GLVUXSWHGDQGZHPD\VXIIHUORVVRIUHSXWDWLRQILQDQFLDOORVVDQGRWKHUUHJXODWRU\SHQDOWLHVEHFDXVHRIORVWRUPLVDSSURSULDWHGLQIRUPDWLRQLQFOXGLQJ
VHQVLWLYHSDWLHQWGDWD,QDGGLWLRQWKHVHEUHDFKHVDQGRWKHULQDSSURSULDWHDFFHVVFDQEHGLIILFXOWWRGHWHFWDQGDQ\GHOD\LQLGHQWLI\LQJWKHPPD\OHDGWR
LQFUHDVHGKDUPRIWKHW\SHGHVFULEHGDERYH0RUHRYHUWKHSUHYDOHQWXVHRIPRELOHGHYLFHVWKDWDFFHVVFRQILGHQWLDOLQIRUPDWLRQLQFUHDVHVWKHULVNRIGDWD
VHFXULW\EUHDFKHVZKLFKFRXOGOHDGWRWKHORVVRIFRQILGHQWLDOLQIRUPDWLRQWUDGHVHFUHWVRURWKHULQWHOOHFWXDOSURSHUW\:KLOHZHKDYHLPSOHPHQWHGVHFXULW\
PHDVXUHVWKDWDUHLQWHQGHGWRSURWHFWRXUGDWDVHFXULW\DQGLQIRUPDWLRQWHFKQRORJ\V\VWHPVVXFKPHDVXUHVPD\QRWSUHYHQWVXFKHYHQWV
6XFKGLVUXSWLRQVDQGEUHDFKHVRIVHFXULW\FRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV


5LVNV5HODWHGWRRXU,QWHOOHFWXDO3URSHUW\
:HUHO\RQOLFHQVHVWRLQWHOOHFWXDOSURSHUW\IURPWKLUGSDUWLHV,PSDLUPHQWRIWKHVHOLFHQVHVRURXULQDELOLW\WRPDLQWDLQWKHPZRXOGVHYHUHO\KDUPRXU
EXVLQHVV
2XUFXUUHQWUHVHDUFKDQGGHYHORSPHQWHIIRUWVGHSHQGLQSDUWXSRQRXUOLFHQVHDUUDQJHPHQWVIRULQWHOOHFWXDOSURSHUW\RZQHGE\WKLUGSDUWLHV2XU
GHSHQGHQFHRQWKHVHOLFHQVHVVXEMHFWVXVWRQXPHURXVULVNVVXFKDVGLVSXWHVUHJDUGLQJWKHXVHRIWKHOLFHQVHGLQWHOOHFWXDOSURSHUW\DQGWKHFUHDWLRQDQG
RZQHUVKLSRIQHZGLVFRYHULHVXQGHUVXFKOLFHQVHDJUHHPHQWV,QDGGLWLRQWKHVHOLFHQVHDUUDQJHPHQWVUHTXLUHXVWRPDNHWLPHO\SD\PHQWVWRPDLQWDLQRXU
OLFHQVHVDQGW\SLFDOO\FRQWDLQGLOLJHQFHRUPLOHVWRQHEDVHGWHUPLQDWLRQSURYLVLRQV2XUIDLOXUHWRPHHWDQ\REOLJDWLRQVSXUVXDQWWRWKHVHDJUHHPHQWVFRXOG
DOORZRXUOLFHQVRUVWRWHUPLQDWHRXUDJUHHPHQWVRUXQGHUWDNHRWKHUUHPHGLHVVXFKDVFRQYHUWLQJH[FOXVLYHWRQRQH[FOXVLYHOLFHQVHVLIZHDUHXQDEOHWRFXUH
RUREWDLQZDLYHUVIRUVXFKIDLOXUHVRUDPHQGVXFKDJUHHPHQWVRQWHUPVDFFHSWDEOHWRXV,QDGGLWLRQRXUOLFHQVHDJUHHPHQWVPD\EHWHUPLQDWHGRUPD\
H[SLUHE\WKHLUWHUPVDQGZHPD\QRWEHDEOHWRPDLQWDLQWKHH[FOXVLYLW\RIWKHVHOLFHQVHV,IZHFDQQRWREWDLQDQGPDLQWDLQOLFHQVHVWKDWDUHDGYDQWDJHRXV
RUQHFHVVDU\WRWKHGHYHORSPHQWRUWKHFRPPHUFLDOL]DWLRQRIRXUSURGXFWFDQGLGDWHVZHPD\EHUHTXLUHGWRH[SHQGVLJQLILFDQWWLPHDQGUHVRXUFHVWR
GHYHORSRUOLFHQVHVLPLODUWHFKQRORJ\RUWRILQGRWKHUDOWHUQDWLYHVWRPDLQWDLQLQJWKHFRPSHWLWLYHSRVLWLRQRIRXUSURGXFWV,IVXFKDOWHUQDWLYHVDUHQRW
DYDLODEOHWRXVLQDWLPHO\PDQQHURURQDFFHSWDEOHWHUPVZHPD\EHXQDEOHWRFRQWLQXHGHYHORSPHQWRUFRPPHUFLDOL]HRXUSURGXFWFDQGLGDWHV,QWKH
DEVHQFHRIDFXUUHQWOLFHQVHZHPD\EHUHTXLUHGWRUHGHVLJQRXUWHFKQRORJ\VRLWGRHVQRWLQIULQJHDWKLUGSDUW\ȍVSDWHQWVZKLFKPD\QRWEHSRVVLEOHRU
FRXOGUHTXLUHVXEVWDQWLDOIXQGVDQGWLPH
,IWKLUGSDUWLHVVXFFHVVIXOO\DVVHUWWKDWZHKDYHLQIULQJHGWKHLUSDWHQWVDQGSURSULHWDU\ULJKWVRUFKDOOHQJHRXUSDWHQWVDQGSURSULHWDU\ULJKWVZHPD\
EHFRPHLQYROYHGLQLQWHOOHFWXDOSURSHUW\GLVSXWHVDQGOLWLJDWLRQWKDWZRXOGEHFRVWO\WLPHFRQVXPLQJDQGGHOD\RUSUHYHQWGHYHORSPHQWRU
FRPPHUFLDOL]DWLRQRIRXUSURGXFWFDQGLGDWHV
:HPD\EHH[SRVHGWRIXWXUHOLWLJDWLRQE\WKLUGSDUWLHVEDVHGRQFODLPVWKDWRXUSURGXFWFDQGLGDWHVRUSURSULHWDU\WHFKQRORJLHVLQIULQJHWKHLU
LQWHOOHFWXDOSURSHUW\ULJKWVRUZHPD\EHUHTXLUHGWRHQWHULQWROLWLJDWLRQWRHQIRUFHSDWHQWVLVVXHGRUOLFHQVHGWRXVRUWRGHWHUPLQHWKHRZQHUVKLSVFRSHRU
YDOLGLW\RIRXURUDQRWKHUSDUW\ȍVSURSULHWDU\ULJKWVLQFOXGLQJDFKDOOHQJHDVWRWKHYDOLGLW\RIRXULVVXHGDQGSHQGLQJFODLPV)URPWLPHWRWLPHZHDUH
LQYROYHGLQYDULRXVLQWHUIHUHQFHDQGRWKHUDGPLQLVWUDWLYHSURFHHGLQJVUHODWHGWRRXULQWHOOHFWXDOSURSHUW\ZKLFKKDVFDXVHGXVWRLQFXUFHUWDLQOHJDO
H[SHQVHV,IZHEHFRPHLQYROYHGLQDQ\OLWLJDWLRQDQGRURWKHUVLJQLILFDQWLQWHUIHUHQFHSURFHHGLQJVUHODWHGWRRXULQWHOOHFWXDOSURSHUW\RUWKHLQWHOOHFWXDO
SURSHUW\RIRWKHUVZHZLOOLQFXUVXEVWDQWLDODGGLWLRQDOH[SHQVHVDQGLWZLOOGLYHUWWKHHIIRUWVRIRXUWHFKQLFDODQGPDQDJHPHQWSHUVRQQHO
,IZHRURXUFROODERUDWRUVDUHXQVXFFHVVIXOLQGHIHQGLQJRUSURVHFXWLQJRXULVVXHGDQGSHQGLQJFODLPVRULQGHIHQGLQJSRWHQWLDOFODLPVDJDLQVWRXU
SURGXFWVIRUH[DPSOHDVPD\DULVHLQFRQQHFWLRQZLWKWKHFRPPHUFLDOL]DWLRQRI+(3/,6$9%RUDQ\VLPLODUSURGXFWFDQGLGDWHZHRURXUFROODERUDWRU
FRXOGEHUHTXLUHGWRSD\VXEVWDQWLDOGDPDJHVRUEHXQDEOHWRFRPPHUFLDOL]HRXUSURGXFWFDQGLGDWHVRUXVHRXUSURSULHWDU\WHFKQRORJLHVZLWKRXWDOLFHQVH
IURPVXFKWKLUGSDUW\$OLFHQVHPD\UHTXLUHWKHSD\PHQWRIVXEVWDQWLDOIHHVRUUR\DOWLHVUHTXLUHDJUDQWRIDFURVVOLFHQVHWRRXUWHFKQRORJ\RUPD\QRWEH
DYDLODEOHRQDFFHSWDEOHWHUPVLIDWDOO$Q\RIWKHVHRXWFRPHVFRXOGUHTXLUHXVWRFKDQJHRXUEXVLQHVVVWUDWHJ\DQGFRXOGPDWHULDOO\LPSDFWRXUEXVLQHVV
DQGRSHUDWLRQV
,IWKHFRPELQDWLRQRISDWHQWVWUDGHVHFUHWVDQGFRQWUDFWXDOSURYLVLRQVWKDWZHUHO\RQWRSURWHFWRXULQWHOOHFWXDOSURSHUW\LVLQDGHTXDWHWKHYDOXHRIRXU
SURGXFWFDQGLGDWHVZLOOGHFUHDVH
2XUVXFFHVVGHSHQGVRQRXUDELOLW\WR


ȕ

REWDLQDQGSURWHFWFRPPHUFLDOO\YDOXDEOHSDWHQWVRUWKHULJKWVWRSDWHQWVERWKGRPHVWLFDOO\DQGDEURDG



ȕ

RSHUDWHZLWKRXWLQIULQJLQJXSRQWKHSURSULHWDU\ULJKWVRIRWKHUVDQG



ȕ

SUHYHQWRWKHUVIURPVXFFHVVIXOO\FKDOOHQJLQJRULQIULQJLQJRXUSURSULHWDU\ULJKWV

:HZLOOEHDEOHWRSURWHFWRXUSURSULHWDU\ULJKWVIURPXQDXWKRUL]HGXVHRQO\WRWKHH[WHQWWKDWWKHVHULJKWVDUHFRYHUHGE\YDOLGDQGHQIRUFHDEOH
SDWHQWVIRUDFRPPHUFLDOO\VXIILFLHQWWHUPRUDUHRWKHUZLVHHIIHFWLYHO\PDLQWDLQHGDVWUDGHVHFUHWV:HWU\WRSURWHFWRXUSURSULHWDU\ULJKWVE\ILOLQJDQG
SURVHFXWLQJ86DQGIRUHLJQSDWHQWDSSOLFDWLRQV+RZHYHULQFHUWDLQFDVHVVXFKSURWHFWLRQPD\EHOLPLWHGGHSHQGLQJLQSDUWRQH[LVWLQJSDWHQWVKHOGE\
WKLUGSDUWLHVZKLFKPD\RQO\DOORZXVWRREWDLQUHODWLYHO\QDUURZSDWHQWSURWHFWLRQ,QWKH86OHJDOVWDQGDUGVUHODWLQJWRWKHYDOLGLW\DQGVFRSHRISDWHQW
FODLPVLQWKHELRSKDUPDFHXWLFDOILHOGFDQEHKLJKO\XQFHUWDLQDUHVWLOOHYROYLQJDQGLQYROYHFRPSOH[OHJDODQGIDFWXDOTXHVWLRQVIRUZKLFKLPSRUWDQWOHJDO
SULQFLSOHVUHPDLQXQUHVROYHG


7KHELRSKDUPDFHXWLFDOSDWHQWHQYLURQPHQWRXWVLGHWKH86LVHYHQPRUHXQFHUWDLQ:HPD\EHSDUWLFXODUO\DIIHFWHGE\WKLVXQFHUWDLQW\VLQFH
VHYHUDORIRXUSURGXFWFDQGLGDWHVPD\LQLWLDOO\DGGUHVVPDUNHWRSSRUWXQLWLHVRXWVLGHWKH86ZKHUHZHPD\RQO\EHDEOHWRREWDLQOLPLWHGSDWHQW
SURWHFWLRQ
7KHULVNVDQGXQFHUWDLQWLHVWKDWZHIDFHZLWKUHVSHFWWRRXUSDWHQWVDQGRWKHUSURSULHWDU\ULJKWVLQFOXGHWKHIROORZLQJ


ȕ

ZHPD\QRWUHFHLYHDQLVVXHGSDWHQWIRUDQ\RIRXUSDWHQWDSSOLFDWLRQVRUIRUDQ\SDWHQWDSSOLFDWLRQVWKDWZHKDYHH[FOXVLYHO\OLFHQVHG



ȕ

WKHSHQGLQJSDWHQWDSSOLFDWLRQVZHKDYHILOHGRUWRZKLFKZHKDYHH[FOXVLYHULJKWVPD\WDNHORQJHUWKDQZHH[SHFWWRUHVXOWLQLVVXHGSDWHQWV



ȕ

WKHFODLPVRIDQ\SDWHQWVWKDWDUHLVVXHGPD\QRWSURYLGHPHDQLQJIXOSURWHFWLRQRUPD\QRWEHYDOLGRUHQIRUFHDEOH



ȕ

ZHPLJKWQRWEHDEOHWRGHYHORSDGGLWLRQDOSURSULHWDU\WHFKQRORJLHVWKDWDUHSDWHQWDEOH



ȕ

WKHSDWHQWVOLFHQVHGRULVVXHGWRXVRURXUFROODERUDWRUVPD\QRWSURYLGHDFRPSHWLWLYHDGYDQWDJH



ȕ

SDWHQWVLVVXHGWRRWKHUSDUWLHVPD\OLPLWRXULQWHOOHFWXDOSURSHUW\SURWHFWLRQRUKDUPRXUDELOLW\WRGREXVLQHVV



ȕ

RWKHUSDUWLHVPD\LQGHSHQGHQWO\GHYHORSVLPLODURUDOWHUQDWLYHWHFKQRORJLHVRUGXSOLFDWHRXUWHFKQRORJLHVDQGFRPPHUFLDOL]HGLVFRYHULHVWKDW
ZHDWWHPSWWRSDWHQWDQG



ȕ

RWKHUSDUWLHVPD\GHVLJQDURXQGWHFKQRORJLHVZHKDYHOLFHQVHGSDWHQWHGRUGHYHORSHG

:HDOVRUHO\RQWUDGHVHFUHWSURWHFWLRQDQGFRQILGHQWLDOLW\DJUHHPHQWVWRSURWHFWRXULQWHUHVWVLQSURSULHWDU\NQRZKRZWKDWLVQRWSDWHQWDEOHDQGIRU
SURFHVVHVIRUZKLFKSDWHQWVDUHGLIILFXOWWRHQIRUFH:HFDQQRWEHFHUWDLQWKDWZHZLOOEHDEOHWRSURWHFWRXUWUDGHVHFUHWVDGHTXDWHO\$Q\GLVFORVXUHRI
FRQILGHQWLDOGDWDLQWKHSXEOLFGRPDLQRUWRWKLUGSDUWLHVFRXOGDOORZRXUFRPSHWLWRUVWROHDUQRXUWUDGHVHFUHWV,IZHDUHXQDEOHWRDGHTXDWHO\REWDLQRU
HQIRUFHSURSULHWDU\ULJKWVZHPD\EHXQDEOHWRFRPPHUFLDOL]HRXUSURGXFWVHQWHULQWRFROODERUDWLRQVJHQHUDWHUHYHQXHVRUPDLQWDLQDQ\DGYDQWDJHZH
PD\KDYHZLWKUHVSHFWWRH[LVWLQJRUSRWHQWLDOFRPSHWLWRUV
5LVNV5HODWHGWRDQ,QYHVWPHQWLQRXU&RPPRQ6WRFN
2XUVWRFNSULFHLVVXEMHFWWRYRODWLOLW\DQG\RXULQYHVWPHQWPD\VXIIHUDGHFOLQHLQYDOXH
7KHPDUNHWSULFHVIRUVHFXULWLHVRIELRSKDUPDFHXWLFDOFRPSDQLHVKDYHLQWKHSDVWEHHQDQGDUHOLNHO\WRFRQWLQXHLQWKHIXWXUHWREHYHU\YRODWLOH
7KHPDUNHWSULFHRIRXUFRPPRQVWRFNLVVXEMHFWWRVXEVWDQWLDOYRODWLOLW\GHSHQGLQJXSRQPDQ\IDFWRUVPDQ\RIZKLFKDUHEH\RQGRXUFRQWUROLQFOXGLQJ


ȕ

SURJUHVVRUUHVXOWVRIDQ\RIRXUFOLQLFDOWULDOVRUUHJXODWRU\RUPDQXIDFWXULQJHIIRUWVLQSDUWLFXODUDQ\DQQRXQFHPHQWVUHJDUGLQJWKHSURJUHVV
RUUHVXOWVRIRXUSODQQHGWULDOVDQG%/$ILOLQJDQGFRPPXQLFDWLRQVIURPWKH)'$RURWKHUUHJXODWRU\DJHQFLHV



ȕ

RXUDELOLW\WRUHFHLYHWLPHO\UHJXODWRU\DSSURYDOIRURXUSURGXFWFDQGLGDWHV



ȕ

RXUDELOLW\WRHVWDEOLVKDQGPDLQWDLQFROODERUDWLRQVIRUWKHGHYHORSPHQWDQGFRPPHUFLDOL]DWLRQRIRXUSURGXFWFDQGLGDWHV



ȕ

RXUDELOLW\WRUDLVHDGGLWLRQDOFDSLWDOWRIXQGRXURSHUDWLRQV



ȕ

WKHVXFFHVVRUIDLOXUHRIFOLQLFDOWULDOVLQYROYLQJRXULPPXQRRQFRORJ\SURGXFWFDQGLGDWHVDQGWKHSURGXFWFDQGLGDWHVRIWKLUGSDUW\
FROODERUDWRUVLQFRPELQDWLRQVWXGLHV



ȕ

WHFKQRORJLFDOLQQRYDWLRQVQHZFRPPHUFLDOSURGXFWVRUGUXJGLVFRYHU\HIIRUWVDQGSUHFOLQLFDODQGFOLQLFDODFWLYLWLHVE\XVRURXUFRPSHWLWRUV



ȕ

FKDQJHVLQRXULQWHOOHFWXDOSURSHUW\SRUWIROLRRUGHYHORSPHQWVRUGLVSXWHVFRQFHUQLQJWKHSURSULHWDU\ULJKWVRIRXUSURGXFWVRUSURGXFW
FDQGLGDWHV



ȕ

RXUDELOLW\WRREWDLQFRPSRQHQWPDWHULDOVDQGVXFFHVVIXOO\HQWHULQWRPDQXIDFWXULQJUHODWLRQVKLSVIRURXUSURGXFWFDQGLGDWHVRUHVWDEOLVK
PDQXIDFWXULQJFDSDFLW\RQRXURZQ



ȕ

RXUDELOLW\WRHVWDEOLVKDQGPDLQWDLQOLFHQVLQJDJUHHPHQWVIRULQWHOOHFWXDOSURSHUW\QHFHVVDU\IRUWKHGHYHORSPHQWRIRXUSURGXFWFDQGLGDWHV



ȕ

FKDQJHVLQJRYHUQPHQWUHJXODWLRQVJHQHUDOHFRQRPLFFRQGLWLRQVRULQGXVWU\DQQRXQFHPHQWV




ȕ

FKDQJHVLQWKHVWUXFWXUHRIKHDOWKFDUHSD\PHQWV\VWHPV



ȕ

LVVXDQFHRIQHZRUFKDQJHGVHFXULWLHVDQDO\VWVȍUHSRUWVRUUHFRPPHQGDWLRQV



ȕ

DFWXDORUDQWLFLSDWHGIOXFWXDWLRQVLQRXUTXDUWHUO\ILQDQFLDODQGRSHUDWLQJUHVXOWVDQG



ȕ

WKHYROXPHRIWUDGLQJLQRXUFRPPRQVWRFN

2QHRUPRUHRIWKHVHIDFWRUVFRXOGFDXVHDVXEVWDQWLDOGHFOLQHLQWKHSULFHRIRXUFRPPRQVWRFN,QDGGLWLRQVHFXULWLHVFODVVDFWLRQDQGVKDUHKROGHU
GHULYDWLYHOLWLJDWLRQKDVRIWHQEHHQEURXJKWDJDLQVWDFRPSDQ\IROORZLQJDGHFOLQHLQWKHPDUNHWSULFHRILWVVHFXULWLHV:HKDYHLQWKHSDVWEHHQDQGZH
PD\LQWKHIXWXUHEHWKHWDUJHWRIVXFKOLWLJDWLRQ6HFXULWLHVDQGVKDUHKROGHUGHULYDWLYHOLWLJDWLRQFRXOGUHVXOWLQVXEVWDQWLDOFRVWVDQGGLYHUWPDQDJHPHQWȍV
DWWHQWLRQDQGUHVRXUFHVZKLFKFRXOGKDUPRXUEXVLQHVVRSHUDWLQJUHVXOWVDQGILQDQFLDOFRQGLWLRQ
:HZLOOFRQWLQXHWRLQFXULQFUHDVHGFRVWVDQGGHPDQGVXSRQPDQDJHPHQWDVDUHVXOWRIFRPSO\LQJZLWKWKHODZVDQGUHJXODWLRQVDIIHFWLQJSXEOLF
FRPSDQLHVZKLFKFRXOGDIIHFWRXURSHUDWLQJUHVXOWV
$VDSXEOLFFRPSDQ\ZHZLOOFRQWLQXHWRLQFXUOHJDODFFRXQWLQJDQGRWKHUH[SHQVHVDVVRFLDWHGZLWKUHSRUWLQJUHTXLUHPHQWVDQGFRUSRUDWH
JRYHUQDQFHUHTXLUHPHQWVLQFOXGLQJUHTXLUHPHQWVXQGHUWKH6DUEDQHV2[OH\$FWRIDVZHOODVDQ\QHZUXOHVLPSOHPHQWHGE\WKH6HFXULWLHVDQG
([FKDQJH&RPPLVVLRQDQGWKH1DVGDT6WRFN0DUNHW//&:HPD\QHHGWRFRQWLQXHWRLPSOHPHQWDGGLWLRQDOILQDQFLDODQGDFFRXQWLQJV\VWHPVSURFHGXUHV
DQGFRQWUROVWRDFFRPPRGDWHFKDQJHVLQRXUEXVLQHVVDQGRUJDQL]DWLRQDQGWRFRPSO\ZLWKQHZUHSRUWLQJUHTXLUHPHQWV7KHUHFDQEHQRDVVXUDQFHWKDWZH
ZLOOEHDEOHWRPDLQWDLQDIDYRUDEOHDVVHVVPHQWDVWRWKHDGHTXDF\RIRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ,IZHDUHXQDEOHWRUHDFKDQXQTXDOLILHG
DVVHVVPHQWRURXULQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUPLVXQDEOHWRLVVXHDQXQTXDOLILHGDWWHVWDWLRQDVWRWKHHIIHFWLYHQHVVRIRXULQWHUQDOFRQWURO
RYHUILQDQFLDOUHSRUWLQJDVRIWKHHQGRIRXUILVFDO\HDULQYHVWRUVFRXOGORVHFRQILGHQFHLQWKHUHOLDELOLW\RIRXUILQDQFLDOUHSRUWLQJZKLFKFRXOGKDUPRXU
EXVLQHVVDQGFRXOGLPSDFWWKHSULFHRIRXUFRPPRQVWRFN
)XWXUHVDOHVRIRXUFRPPRQVWRFNRUWKHSHUFHSWLRQWKDWVXFKVDOHVPD\RFFXULQWKHSXEOLFPDUNHWFRXOGFDXVHRXUVWRFNSULFHWRIDOO
6DOHVRIDVXEVWDQWLDOQXPEHURIVKDUHVRIRXUFRPPRQVWRFNLQWKHSXEOLFPDUNHWRUWKHSHUFHSWLRQWKDWWKHVHVDOHVPLJKWRFFXUFRXOGGHSUHVVWKH
PDUNHWSULFHRIRXUFRPPRQVWRFNDQGFRXOGLPSDLURXUDELOLW\WRUDLVHFDSLWDOWKURXJKWKHVDOHRIDGGLWLRQDOHTXLW\VHFXULWLHV
8QGHURXUXQLYHUVDOVKHOIUHJLVWUDWLRQVWDWHPHQWZHPD\VHOODQ\FRPELQDWLRQRIFRPPRQVWRFNSUHIHUUHGVWRFNGHEWVHFXULWLHVDQGZDUUDQWVLQRQH
RUPRUHRIIHULQJVLQFOXGLQJSXUVXDQWWRRXU$70$JUHHPHQWZLWK&RZHQXQGHUZKLFKZHFDQRIIHUDQGVHOORXUFRPPRQVWRFNIURPWLPHWRWLPHXS
WRDJJUHJDWHVDOHVSURFHHGVRIPLOOLRQ$VRI'HFHPEHUZHKDYHPLOOLRQUHPDLQLQJXQGHUWKLVDJUHHPHQW7KHVDOHRULVVXDQFHRIRXU
VHFXULWLHVLQFOXGLQJWKRVHLVVXDEOHXSRQH[HUFLVHRIWKHRXWVWDQGLQJZDUUDQWVRUFRQYHUVLRQRIWKHSUHIHUUHGVWRFNDVZHOODVWKHH[LVWHQFHRIRXWVWDQGLQJ
RSWLRQVDQGVKDUHVRIFRPPRQVWRFNUHVHUYHGIRULVVXDQFHXQGHURXURSWLRQDQGHTXLW\LQFHQWLYHSODQVDOVRPD\DGYHUVHO\DIIHFWWKHWHUPVXSRQZKLFKZH
DUHDEOHWRREWDLQDGGLWLRQDOFDSLWDOWKURXJKWKHVDOHRIHTXLW\VHFXULWLHV
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0DUNHW,QIRUPDWLRQDQG+ROGHUV
2XUFRPPRQVWRFNLVWUDGHGRQWKH1DVGDT&DSLWDO0DUNHWXQGHUWKHWLFNHUV\PEROȐ'9$;ȑ3XEOLFWUDGLQJRIRXUFRPPRQVWRFNFRPPHQFHGRQ
)HEUXDU\


$VRI0DUFKWKHUHZHUHDSSUR[LPDWHO\KROGHUVRIUHFRUGRIRXUFRPPRQVWRFNRQHRIZKLFKZDV&HGH &RDQRPLQHHIRU
'HSRVLWRU\7UXVW&RPSDQ\ Ȑ'7&ȑ $OORIWKHVKDUHVRIRXUFRPPRQVWRFNKHOGE\EURNHUDJHILUPVEDQNVDQGRWKHUILQDQFLDOLQVWLWXWLRQVDVQRPLQHHVIRU
EHQHILFLDORZQHUVDUHGHSRVLWHGLQWRSDUWLFLSDQWDFFRXQWVDW'7&DQGDUHWKHUHIRUHFRQVLGHUHGWREHKHOGRIUHFRUGE\&HGH &RDVRQHVWRFNKROGHU
'LYLGHQGV
:HKDYHQHYHUSDLGDQ\FDVKGLYLGHQGVRQRXUFRPPRQVWRFN:HFXUUHQWO\H[SHFWWRUHWDLQIXWXUHHDUQLQJVIRUXVHLQWKHRSHUDWLRQDQGH[SDQVLRQ
RIRXUEXVLQHVVDQGGRQRWDQWLFLSDWHSD\LQJDQ\FDVKGLYLGHQGVLQWKHIRUHVHHDEOHIXWXUH


,Q)HEUXDU\ZHHQWHUHGLQWRDPLOOLRQWHUPORDQDJUHHPHQW Ȑ/RDQ$JUHHPHQWȑ ZLWK&5*6HUYLFLQJ//&7KH/RDQ$JUHHPHQW
UHVWULFWVRXUDELOLW\WRSD\DQ\GLYLGHQG
5HFHQW6DOHVRI8QUHJLVWHUHG6HFXULWLHV
1RQH
,VVXHU3XUFKDVHVRI(TXLW\6HFXULWLHV
1RQH


,7(0

6(/(&7('),1$1&,$/'$7$

7KHIROORZLQJVHOHFWHGILQDQFLDOGDWDVKRXOGEHUHDGLQFRQMXQFWLRQZLWK0DQDJHPHQWȍV'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWV
RI2SHUDWLRQVDQGZLWKWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVDQG1RWHVWKHUHWRZKLFKDUHLQFOXGHGHOVHZKHUHLQWKLV)RUP.7KH&RQVROLGDWHG
6WDWHPHQWVRI2SHUDWLRQV'DWDIRUWKH\HDUVHQGHG'HFHPEHUDQGDQGWKH&RQVROLGDWHG%DODQFH6KHHWV'DWDDVRI'HFHPEHU
DQGDUHGHULYHGIURPWKHDXGLWHG&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVLQFOXGHGHOVHZKHUHLQWKLV)RUP.7KH&RQVROLGDWHG6WDWHPHQWVRI
2SHUDWLRQV'DWDIRUWKH\HDUVHQGHG'HFHPEHUDQGDQGWKH&RQVROLGDWHG%DODQFH6KHHWV'DWDDVRI'HFHPEHUDQG
DUHGHULYHGIURPDXGLWHG&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVWKDWDUHQRWLQFOXGHGLQWKLV)RUP.+LVWRULFDOUHVXOWVDUHQRWQHFHVVDULO\LQGLFDWLYHRI
UHVXOWVWREHDQWLFLSDWHGLQWKHIXWXUH
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7KH'HFHPEHUEDODQFHLQFOXGHVRSHUDWLQJOHDVHULJKWRIXVHDVVHWVRIPLOOLRQDVDUHVXOWRIWKH$6&DGRSWLRQRQ-DQXDU\





,7(0

0$1$*(0(17ȍ6',6&866,21$1'$1$/<6,62)),1$1&,$/&21',7,21$1'5(68/762)23(5$7,216

7KHIROORZLQJ0DQDJHPHQWȍV'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQVFRQWDLQVIRUZDUGORRNLQJVWDWHPHQWVWKDW
LQYROYHDQXPEHURIULVNVDQGXQFHUWDLQWLHV2XUDFWXDOUHVXOWVFRXOGGLIIHUPDWHULDOO\IURPWKRVHLQGLFDWHGE\IRUZDUGORRNLQJVWDWHPHQWVDVDUHVXOWRI
YDULRXVIDFWRUVLQFOXGLQJEXWQRWOLPLWHGWRWKHSHULRGIRUZKLFKZHHVWLPDWHRXUFDVKUHVRXUFHVDUHVXIILFLHQWWKHDYDLODELOLW\RIDGGLWLRQDOIXQGVDVZHOO
DVWKRVHVHWIRUWKXQGHUȐ5LVN)DFWRUVȑDQGWKRVHWKDWPD\EHLGHQWLILHGIURPWLPHWRWLPHLQRXUUHSRUWVDQGUHJLVWUDWLRQVWDWHPHQWVILOHGZLWKWKH
6HFXULWLHVDQG([FKDQJH&RPPLVVLRQ
7KHIROORZLQJGLVFXVVLRQDQGDQDO\VLVLVLQWHQGHGWRSURYLGHDQLQYHVWRUZLWKDQDUUDWLYHRIRXUILQDQFLDOUHVXOWVDQGDQHYDOXDWLRQRIRXUILQDQFLDO
FRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV7KHGLVFXVVLRQVKRXOGEHUHDGLQFRQMXQFWLRQZLWKȐ,WHPȉ6HOHFWHG)LQDQFLDO'DWDȑDQGWKH&RQVROLGDWHG)LQDQFLDO
6WDWHPHQWVDQGWKHUHODWHGQRWHVWKHUHWRVHWIRUWKLQȐ,WHPȉ)LQDQFLDO6WDWHPHQWVDQG6XSSOHPHQWDU\'DWDȑ
2YHUYLHZ
:HDUHDIXOO\LQWHJUDWHGELRSKDUPDFHXWLFDOFRPSDQ\IRFXVHGRQGHYHORSLQJDQGFRPPHUFLDOL]LQJQRYHOYDFFLQHV2XUILUVWFRPPHUFLDOSURGXFW
+(3/,6$9%n +HSDWLWLV%9DFFLQH 5HFRPELQDQW $GMXYDQWHG LVDSSURYHGE\WKH8QLWHG6WDWHV)RRGDQG'UXJ$GPLQLVWUDWLRQ Ȑ)'$ȑ IRUSUHYHQWLRQ
RILQIHFWLRQFDXVHGE\DOONQRZQVXEW\SHVRIKHSDWLWLV%YLUXVLQDGXOWVDJH\HDUVDQGROGHU:HFRPPHQFHGFRPPHUFLDOVKLSPHQWVRI+(3/,6$9%LQ
-DQXDU\,Q3KDVHWULDOV+(3/,6$9%GHPRQVWUDWHGIDVWHUDQGKLJKHUUDWHVRISURWHFWLRQZLWKWZRGRVHVLQRQHPRQWKFRPSDUHGWRDQRWKHU
FXUUHQWO\DSSURYHGKHSDWLWLV%YDFFLQHZKLFKUHTXLUHVWKUHHGRVHVRYHUVL[PRQWKVZLWKDVLPLODUVDIHW\SURILOH+(3/,6$9%LVWKHRQO\WZRGRVH
KHSDWLWLV%YDFFLQHIRUDGXOWVDSSURYHGLQWKH86
:HKDYHZRUOGZLGHFRPPHUFLDOULJKWVWR+(3/,6$9%7KHUHDUHWKUHHRWKHUYDFFLQHVDSSURYHGIRUWKHSUHYHQWLRQRIKHSDWLWLV%LQWKH86
(QJHUL[%DQG7ZLQUL[nIURP*OD[R6PLWK.OLQHSOFDQG5HFRPELYD[+%nIURP0HUFN &R
$OORISURGXFWUHYHQXHLVIURPVDOHVRI+(3/,6$9%WRFHUWDLQZKROHVDOHUVDQGVSHFLDOW\GLVWULEXWRUVLQWKH86ZKRVHSULQFLSDOFXVWRPHUVLQFOXGH
LQGHSHQGHQWKRVSLWDOVDQGFOLQLFVLQWHJUDWHGGHOLYHU\QHWZRUNVSXEOLFKHDOWKFOLQLFVDQGSULVRQVWKH'HSDUWPHQWVRI'HIHQVHDQG9HWHUDQV$IIDLUVDQG
UHWDLOSKDUPDFLHV)RUWKH\HDUHQGHG'HFHPEHUSURGXFWUHYHQXHQHWZDVPLOOLRQ
2Q0D\ZHLPSOHPHQWHGDVWUDWHJLFRUJDQL]DWLRQDOUHVWUXFWXULQJSULQFLSDOO\WRDOLJQRXURSHUDWLRQVDURXQGRXUYDFFLQHEXVLQHVVDQG
VLJQLILFDQWO\FXUWDLOIXUWKHULQYHVWPHQWLQRXULPPXQRRQFRORJ\EXVLQHVV,QFRQQHFWLRQZLWKWKHUHVWUXFWXULQJZHUHGXFHGRXUZRUNIRUFHE\
DSSUR[LPDWHO\SRVLWLRQVRUDSSUR[LPDWHO\RI86EDVHGSHUVRQQHO:HKDYHFRPSOHWHGRXUUHVWUXFWXULQJDFWLYLWLHVDQGUHFRJQL]HGUHVWUXFWXULQJ
FRVWVRIPLOOLRQLQ
,Q)HEUXDU\ZHHQWHUHGLQWRDWHUPORDQDJUHHPHQWZLWK&5*6HUYLFLQJ//&:HERUURZHGPLOOLRQDWFORVLQJDQGWKHUHPDLQLQJ
PLOOLRQLQ0DUFK$W'HFHPEHUWKHEDODQFHRIWKHWHUPORDQZDVPLOOLRQDQGWKHORDQDQGUHODWHGXQSDLGLQWHUHVWDQGIHHVDUHGXHLQ
'HFHPEHU
,Q$XJXVWZHVROGVKDUHVRIFRPPRQVWRFNVKDUHVRI6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNDQGZDUUDQWVWRSXUFKDVHDQ
DJJUHJDWHRIVKDUHVRIFRPPRQVWRFNLQDQXQGHUZULWWHQSXEOLFRIIHULQJ7RWDOQHWSURFHHGVIURPWKHRIIHULQJZHUHDSSUR[LPDWHO\PLOOLRQ
,QDGGLWLRQIRUWKH\HDUHQGHG'HFHPEHUZHUHFHLYHGQHWFDVKSURFHHGVRIPLOOLRQIURPVDOHVRIVKDUHVRIRXUFRPPRQVWRFN
XQGHUWKH$W0DUNHW6DOHV$JUHHPHQWZLWK&RZHQDQG&RPSDQ\//&HQWHUHGLQ1RYHPEHU
&ULWLFDO$FFRXQWLQJ3ROLFLHVDQGWKH8VHRI(VWLPDWHV
7KHDFFRPSDQ\LQJGLVFXVVLRQDQGDQDO\VLVRIRXUILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQVDUHEDVHGXSRQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
DQGWKHUHODWHGGLVFORVXUHVZKLFKKDYHEHHQSUHSDUHGLQDFFRUGDQFHZLWK86JHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV7KHSUHSDUDWLRQRIWKHVHILQDQFLDO
VWDWHPHQWVUHTXLUHVXVWRPDNHHVWLPDWHVDVVXPSWLRQVDQGMXGJPHQWVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVDQGOLDELOLWLHVDQGGLVFORVXUHRIFRQWLQJHQW
DVVHWVDQGOLDELOLWLHVDWWKHEDODQFHVKHHWGDWHVDQGWKHUHSRUWHGDPRXQWVRIUHYHQXHVDQGH[SHQVHVIRUWKHSHULRGVSUHVHQWHG2QDQRQJRLQJEDVLVZH
HYDOXDWHRXUHVWLPDWHVDVVXPSWLRQVDQGMXGJPHQWVGHVFULEHGEHORZWKDWKDYHWKHJUHDWHVWSRWHQWLDOLPSDFWRQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
LQFOXGLQJWKRVHUHODWHGWRUHYHQXHUHFRJQLWLRQUHVHDUFKDQGGHYHORSPHQWDFWLYLWLHVVWRFNEDVHGFRPSHQVDWLRQLQYHQWRULHVDQGOHDVHV:HEDVHRXU
HVWLPDWHVRQKLVWRULFDOH[SHULHQFHDQGRQYDULRXVRWKHUDVVXPSWLRQVWKDWZHEHOLHYHWREHUHDVRQDEOHXQGHUWKHFLUFXPVWDQFHVWKHUHVXOWVRIZKLFKIRUPWKH
EDVLVIRUPDNLQJMXGJPHQWVDERXWWKHFDUU\LQJYDOXHVRIDVVHWVDQGOLDELOLWLHVWKDWDUHQRWUHDGLO\DSSDUHQWIURPRWKHUVRXUFHV$FFRXQWLQJDVVXPSWLRQVDQG
HVWLPDWHVDUHLQKHUHQWO\XQFHUWDLQDQGDFWXDOUHVXOWVPD\GLIIHUPDWHULDOO\IURPWKHVHHVWLPDWHVXQGHUGLIIHUHQWDVVXPSWLRQVRUFRQGLWLRQV


:KLOHRXUVLJQLILFDQWDFFRXQWLQJSROLFLHVDUHPRUHIXOO\GHVFULEHGLQ1RWHWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVZHEHOLHYHWKHIROORZLQJ
DFFRXQWLQJSROLFLHVUHIOHFWWKHPRUHFULWLFDODQGVLJQLILFDQWMXGJPHQWVDQGHVWLPDWHVXVHGLQWKHSUHSDUDWLRQRIRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
5HYHQXH5HFRJQLWLRQ
:HUHFRJQL]HUHYHQXHZKHQWKHFXVWRPHUREWDLQVFRQWURORISURPLVHGJRRGVRUVHUYLFHVLQDQDPRXQWWKDWUHIOHFWVWKHFRQVLGHUDWLRQZKLFKZH
H[SHFWWRUHFHLYHLQH[FKDQJHIRUWKRVHJRRGVRUVHUYLFHV7RGHWHUPLQHUHYHQXHUHFRJQLWLRQIRUDUUDQJHPHQWVWKDWZHGHWHUPLQHDUHZLWKLQWKHVFRSHRI
$FFRXQWLQJ6WDQGDUGV&RGLILFDWLRQ Ȑ$6&ȑ ZHSHUIRUPWKHIROORZLQJILYHVWHSV L LGHQWLI\WKHFRQWUDFW V ZLWKDFXVWRPHU LL LGHQWLI\WKH
SHUIRUPDQFHREOLJDWLRQVLQWKHFRQWUDFW LLL GHWHUPLQHWKHWUDQVDFWLRQSULFH LY DOORFDWHWKHWUDQVDFWLRQSULFHWRWKHSHUIRUPDQFHREOLJDWLRQVLQWKH
FRQWUDFWDQG Y UHFRJQL]HUHYHQXHZKHQ RUDV ZHVDWLVI\DSHUIRUPDQFHREOLJDWLRQ:HRQO\DSSO\WKHILYHVWHSPRGHOWRFRQWUDFWVZKHQLWLVSUREDEOH
WKDWZHZLOOFROOHFWWKHFRQVLGHUDWLRQZHDUHHQWLWOHGWRLQH[FKDQJHIRUWKHJRRGVRUVHUYLFHVZHWUDQVIHUWRWKHFXVWRPHU$WFRQWUDFWLQFHSWLRQRQFHWKH
FRQWUDFWLVGHWHUPLQHGWREHZLWKLQWKHVFRSHRI$6&ZHDVVHVVWKHJRRGVRUVHUYLFHVSURPLVHGZLWKLQHDFKFRQWUDFWDQGGHWHUPLQHWKRVHWKDWDUH
SHUIRUPDQFHREOLJDWLRQVDQGDVVHVVZKHWKHUHDFKSURPLVHGJRRGRUVHUYLFHLVGLVWLQFW:HWKHQUHFRJQL]HDVUHYHQXHWKHDPRXQWRIWKHWUDQVDFWLRQSULFH
WKDWLVDOORFDWHGWRWKHUHVSHFWLYHSHUIRUPDQFHREOLJDWLRQZKHQ RUDV WKHSHUIRUPDQFHREOLJDWLRQLVVDWLVILHG
3URGXFW5HYHQXH1HW
:HVHOORXUSURGXFWWRDOLPLWHGQXPEHURIZKROHVDOHUVDQGVSHFLDOW\GLVWULEXWRUVLQWKH86 FROOHFWLYHO\RXUȐ&XVWRPHUVȑ 5HYHQXHVIURP
SURGXFWVDOHVDUHUHFRJQL]HGZKHQZHKDYHVDWLVILHGRXUSHUIRUPDQFHREOLJDWLRQZKLFKLVWKHWUDQVIHURIFRQWURORIRXUSURGXFWXSRQGHOLYHU\WRWKH
&XVWRPHU7KHWLPLQJEHWZHHQWKHUHFRJQLWLRQRIUHYHQXHIRUSURGXFWVDOHVDQGWKHUHFHLSWRISD\PHQWLVQRWVLJQLILFDQW%HFDXVHRXUVWDQGDUGFUHGLWWHUPV
DUHVKRUWWHUPDQGZHH[SHFWWRUHFHLYHSD\PHQWLQOHVVWKDQRQH\HDUWKHUHLVQRILQDQFLQJFRPSRQHQWRQWKHUHODWHGUHFHLYDEOHV7D[HVFROOHFWHGIURP
&XVWRPHUVUHODWLQJWRSURGXFWVDOHVDQGUHPLWWHGWRJRYHUQPHQWDODXWKRULWLHVDUHH[FOXGHGIURPUHYHQXHV
2YHUDOOSURGXFWUHYHQXHQHWUHIOHFWVRXUEHVWHVWLPDWHVRIWKHDPRXQWRIFRQVLGHUDWLRQWRZKLFKZHDUHHQWLWOHGEDVHGRQWKHWHUPVRIWKHFRQWUDFW
7KHDPRXQWRIYDULDEOHFRQVLGHUDWLRQLVLQFOXGHGLQWKHQHWVDOHVSULFHRQO\WRWKHH[WHQWWKDWLWLVSUREDEOHWKDWDVLJQLILFDQWUHYHUVDOLQWKHDPRXQWRIWKH
FXPXODWLYHUHYHQXHUHFRJQL]HGZLOOQRWRFFXULQDIXWXUHSHULRG,IRXUHVWLPDWHVGLIIHUVLJQLILFDQWO\IURPDFWXDOVZHZLOOUHFRUGDGMXVWPHQWVWKDWZRXOG
DIIHFWSURGXFWUHYHQXHQHWLQWKHSHULRGRIDGMXVWPHQW
5HVHUYHVIRU9DULDEOH&RQVLGHUDWLRQ
5HYHQXHVIURPSURGXFWVDOHVDUHUHFRUGHGDWWKHQHWVDOHVSULFHZKLFKLQFOXGHVHVWLPDWHVRIYDULDEOHFRQVLGHUDWLRQVXFKDVSURGXFWUHWXUQV
FKDUJHEDFNVGLVFRXQWVUHEDWHVDQGRWKHUIHHVWKDWDUHRIIHUHGZLWKLQFRQWUDFWVEHWZHHQXVDQGRXU&XVWRPHUVKHDOWKFDUHSURYLGHUVSKDUPDFLHVDQGRWKHUV
UHODWLQJWRRXUSURGXFWVDOHV:HHVWLPDWHYDULDEOHFRQVLGHUDWLRQXVLQJHLWKHUWKHPRVWOLNHO\DPRXQWPHWKRGRUWKHH[SHFWHGYDOXHPHWKRGGHSHQGLQJRQ
WKHW\SHRIYDULDEOHFRQVLGHUDWLRQDQGZKDWPHWKRGEHWWHUSUHGLFWVWKHDPRXQWRIFRQVLGHUDWLRQZHH[SHFWWRUHFHLYH:HWDNHLQWRFRQVLGHUDWLRQUHOHYDQW
IDFWRUVVXFKDVLQGXVWU\GDWDFXUUHQWFRQWUDFWXDOWHUPVDYDLODEOHLQIRUPDWLRQDERXW&XVWRPHUVȍLQYHQWRU\UHVDOHDQGFKDUJHEDFNGDWDDQGIRUHFDVWHG
FXVWRPHUEX\LQJDQGSD\PHQWSDWWHUQVLQHVWLPDWLQJHDFKYDULDEOHFRQVLGHUDWLRQ7KHYDULDEOHFRQVLGHUDWLRQLVUHFRUGHGDWWKHWLPHSURGXFWVDOHVLV
UHFRJQL]HGUHVXOWLQJLQDUHGXFWLRQLQSURGXFWUHYHQXHDQGDUHGXFWLRQLQDFFRXQWVUHFHLYDEOH LIWKH&XVWRPHURIIVHWVWKHDPRXQWDJDLQVWLWVDFFRXQWV
UHFHLYDEOH RUDVDQDFFUXHGOLDELOLW\ LIZHSD\WKHDPRXQWWKURXJKRXUDFFRXQWVSD\DEOHSURFHVV 9DULDEOHFRQVLGHUDWLRQUHTXLUHVVLJQLILFDQWHVWLPDWHV
MXGJPHQWDQGLQIRUPDWLRQREWDLQHGIURPH[WHUQDOVRXUFHV7KHDPRXQWRIYDULDEOHFRQVLGHUDWLRQLVLQFOXGHGLQWKHQHWVDOHVSULFHRQO\WRWKHH[WHQWWKDWLWLV
SUREDEOHWKDWDVLJQLILFDQWUHYHUVDOLQWKHDPRXQWRIWKHFXPXODWLYHUHYHQXHUHFRJQL]HGZLOOQRWRFFXULQDIXWXUHSHULRG,IRXUHVWLPDWHVGLIIHUVLJQLILFDQWO\
IURPDFWXDOVZHZLOOUHFRUGDGMXVWPHQWVWKDWZRXOGDIIHFWSURGXFWUHYHQXHQHWLQWKHSHULRGRIDGMXVWPHQW,IZHZHUHWRFKDQJHDQ\RIWKHVHMXGJPHQWVRU
HVWLPDWHVLWFRXOGFDXVHDPDWHULDOLQFUHDVHRUGHFUHDVHLQWKHDPRXQWRIUHYHQXHWKDWZHUHSRUWLQDSDUWLFXODUSHULRG7KHUHKDYHEHHQQRPDWHULDO
DGMXVWPHQWVWRWKHVHHVWLPDWHVIRUWKH\HDUVHQGHG'HFHPEHUDQG
3URGXFW5HWXUQV&RQVLVWHQWZLWKLQGXVWU\SUDFWLFHZHRIIHURXU&XVWRPHUVDOLPLWHGULJKWRIUHWXUQEDVHGRQWKHSURGXFWȍVH[SLUDWLRQGDWHIRU
SURGXFWWKDWKDVEHHQSXUFKDVHGIURPXV:HHVWLPDWHWKHDPRXQWRIRXUSURGXFWVDOHVWKDWPD\EHUHWXUQHGE\RXU&XVWRPHUVDQGUHFRUGWKLVHVWLPDWHDVD
UHGXFWLRQRIUHYHQXHLQWKHSHULRGWKHUHODWHGSURGXFWUHYHQXHLVUHFRJQL]HG:HFRQVLGHUVHYHUDOIDFWRUVLQWKHHVWLPDWLRQRISRWHQWLDOSURGXFWUHWXUQV
LQFOXGLQJH[SLUDWLRQGDWHVRIWKHSURGXFWVKLSSHGWKHOLPLWHGSURGXFWUHWXUQULJKWVDYDLODEOHLQIRUPDWLRQDERXW&XVWRPHUVȍLQYHQWRU\VKHOIOLIHRIWKH
SURGXFWDQGRWKHUUHOHYDQWIDFWRUV


&KDUJHEDFNV2XU&XVWRPHUVVXEVHTXHQWO\UHVHOORXUSURGXFWWRKHDOWKFDUHSURYLGHUVSKDUPDFLHVDQGRWKHUV,QDGGLWLRQWRGLVWULEXWLRQDJUHHPHQWV
ZLWK&XVWRPHUVZHHQWHULQWRDUUDQJHPHQWVZLWKTXDOLILHGKHDOWKFDUHSURYLGHUVWKDWSURYLGHIRUFKDUJHEDFNVDQGGLVFRXQWVZLWKUHVSHFWWRWKHSXUFKDVHRI
RXUSURGXFW&KDUJHEDFNVUHSUHVHQWWKHHVWLPDWHGREOLJDWLRQVUHVXOWLQJIURPFRQWUDFWXDOFRPPLWPHQWVWRVHOOSURGXFWWRTXDOLILHGKHDOWKFDUHSURYLGHUVDW
SULFHVORZHUWKDQWKHOLVWSULFHVFKDUJHGWR&XVWRPHUVZKRGLUHFWO\SXUFKDVHWKHSURGXFWIURPXV&XVWRPHUVFKDUJHXVIRUWKHGLIIHUHQFHEHWZHHQZKDWWKH\
SD\IRUWKHSURGXFWDQGWKHXOWLPDWHVHOOLQJSULFHWRWKHTXDOLILHGKHDOWKFDUHSURYLGHUV7KHVHUHVHUYHVDUHHVWDEOLVKHGLQWKHVDPHSHULRGWKDWWKHUHODWHG
UHYHQXHLVUHFRJQL]HGUHVXOWLQJLQDUHGXFWLRQRISURGXFWUHYHQXHDQGDFFRXQWVUHFHLYDEOH&KDUJHEDFNDPRXQWVDUHGHWHUPLQHGDWWKHWLPHRIUHVDOHWRWKH
TXDOLILHGKHDOWKFDUHSURYLGHUVE\&XVWRPHUVDQGZHLVVXHFUHGLWVIRUVXFKDPRXQWVJHQHUDOO\ZLWKLQDIHZZHHNVRIWKH&XVWRPHUȍVQRWLILFDWLRQWRXVRIWKH
UHVDOH5HVHUYHVIRUFKDUJHEDFNVFRQVLVWVRIFUHGLWVWKDWZHH[SHFWWRLVVXHIRUXQLWVWKDWUHPDLQLQWKHGLVWULEXWLRQFKDQQHOLQYHQWRULHVDWHDFKUHSRUWLQJ
SHULRGHQGWKDWZHH[SHFWZLOOEHVROGWRWKHTXDOLILHGKHDOWKFDUHSURYLGHUVDQGFKDUJHEDFNVIRUXQLWVWKDWRXU&XVWRPHUVKDYHVROGWRWKHTXDOLILHG
KHDOWKFDUHSURYLGHUVEXWIRUZKLFKFUHGLWVKDYHQRWEHHQLVVXHG
7UDGH'LVFRXQWVDQG$OORZDQFHV:HSURYLGHRXU&XVWRPHUVZLWKGLVFRXQWVZKLFKLQFOXGHHDUO\SD\PHQWLQFHQWLYHVWKDWDUHH[SOLFLWO\VWDWHGLQRXU
FRQWUDFWVDQGDUHUHFRUGHGDVDUHGXFWLRQRIUHYHQXHLQWKHSHULRGWKHUHODWHGSURGXFWUHYHQXHLVUHFRJQL]HG
'LVWULEXWLRQ)HHV'LVWULEXWLRQIHHVLQFOXGHIHHVSDLGWRFHUWDLQ&XVWRPHUVIRUVDOHVRUGHUPDQDJHPHQWGDWDDQGGLVWULEXWLRQVHUYLFHV'LVWULEXWLRQ
IHHVDUHUHFRUGHGDVDUHGXFWLRQRIUHYHQXHLQWKHSHULRGWKHUHODWHGSURGXFWUHYHQXHLVUHFRJQL]HG
5HEDWHV8QGHUFHUWDLQFRQWUDFWVFXVWRPHUVPD\REWDLQUHEDWHVIRUSXUFKDVLQJPLQLPXPYROXPHVRIRXUSURGXFW:HHVWLPDWHWKHVHUHEDWHVEDVHG
XSRQWKHH[SHFWHGSXUFKDVHVDQGWKHFRQWUDFWXDOUHEDWHUDWHDQGUHFRUGWKLVHVWLPDWHDVDUHGXFWLRQLQUHYHQXHLQWKHSHULRGWKHUHODWHGUHYHQXHLV
UHFRJQL]HG
&ROODERUDWLRQDQG0DQXIDFWXULQJ6HUYLFH5HYHQXH
:HKDYHHQWHUHGLQWRFROODERUDWLYHDUUDQJHPHQWVDQGDUUDQJHPHQWVWRSURYLGHPDQXIDFWXULQJVHUYLFHVWRRWKHUFRPSDQLHV6XFKDUUDQJHPHQWVPD\
LQFOXGHSURPLVHVWRFXVWRPHUVZKLFKLIFDSDEOHRIEHLQJGLVWLQFWDUHDFFRXQWHGIRUDVVHSDUDWHSHUIRUPDQFHREOLJDWLRQV)RUDJUHHPHQWVZLWKPXOWLSOH
SHUIRUPDQFHREOLJDWLRQVZHDOORFDWHHVWLPDWHGUHYHQXHWRHDFKSHUIRUPDQFHREOLJDWLRQDWFRQWUDFWLQFHSWLRQEDVHGRQWKHHVWLPDWHGWUDQVDFWLRQSULFHRI
HDFKSHUIRUPDQFHREOLJDWLRQ5HYHQXHDOORFDWHGWRHDFKSHUIRUPDQFHREOLJDWLRQLVWKHQUHFRJQL]HGZKHQZHVDWLVI\WKHSHUIRUPDQFHREOLJDWLRQE\
WUDQVIHUULQJFRQWURORIWKHSURPLVHGJRRGRUVHUYLFHWRWKHFXVWRPHU0DQXIDFWXULQJVHUYLFHUHYHQXHLVLQFOXGHGLQRWKHUUHYHQXHLQRXUFRQVROLGDWHG
VWDWHPHQWVRIRSHUDWLRQV
5HVHDUFKDQG'HYHORSPHQW([SHQVHVDQG$FFUXDOV
5HVHDUFKDQGGHYHORSPHQWH[SHQVHVLQFOXGHSHUVRQQHODQGIDFLOLW\UHODWHGH[SHQVHVRXWVLGHFRQWUDFWHGVHUYLFHVLQFOXGLQJFOLQLFDOWULDOFRVWV
PDQXIDFWXULQJDQGSURFHVVGHYHORSPHQWFRVWVUHVHDUFKFRVWVDQGRWKHUFRQVXOWLQJVHUYLFHVDQGQRQFDVKVWRFNEDVHGFRPSHQVDWLRQ5HVHDUFKDQG
GHYHORSPHQWFRVWVDUHH[SHQVHGDVLQFXUUHG$PRXQWVGXHXQGHUFRQWUDFWVZLWKWKLUGSDUWLHVPD\EHHLWKHUIL[HGIHHRUIHHIRUVHUYLFHDQGPD\LQFOXGH
XSIURQWSD\PHQWVPRQWKO\SD\PHQWVDQGSD\PHQWVXSRQWKHFRPSOHWLRQRIPLOHVWRQHVRUUHFHLSWRIGHOLYHUDEOHV1RQUHIXQGDEOHDGYDQFHSD\PHQWVXQGHU
DJUHHPHQWVDUHFDSLWDOL]HGDQGH[SHQVHGDVWKHUHODWHGJRRGVDUHGHOLYHUHGRUVHUYLFHVDUHSHUIRUPHG
:HFRQWUDFWZLWKWKLUGSDUWLHVWRSHUIRUPYDULRXVFOLQLFDOWULDODFWLYLWLHVLQWKHRQJRLQJGHYHORSPHQWRISRWHQWLDOSURGXFWV7KHILQDQFLDOWHUPVRI
WKHVHDJUHHPHQWVDUHVXEMHFWWRQHJRWLDWLRQYDU\IURPFRQWUDFWWRFRQWUDFWDQGPD\UHVXOWLQXQHYHQSD\PHQWIORZVWRRXUYHQGRUV3D\PHQWVXQGHUWKH
FRQWUDFWVGHSHQGRQIDFWRUVVXFKDVWKHDFKLHYHPHQWRIFHUWDLQHYHQWVVXFFHVVIXOHQUROOPHQWRISDWLHQWVDQGFRPSOHWLRQRISRUWLRQVRIWKHFOLQLFDOWULDORU
VLPLODUFRQGLWLRQV2XUDFFUXDOIRUFOLQLFDOWULDOVLVEDVHGRQHVWLPDWHVRIWKHVHUYLFHVUHFHLYHGDQGHIIRUWVH[SHQGHGSXUVXDQWWRFRQWUDFWVZLWKFOLQLFDOWULDO
FHQWHUVDQGFOLQLFDOUHVHDUFKRUJDQL]DWLRQV:HPD\WHUPLQDWHWKHVHFRQWUDFWVXSRQZULWWHQQRWLFHDQGZHDUHJHQHUDOO\RQO\OLDEOHIRUDFWXDOHIIRUW
H[SHQGHGE\WKHRUJDQL]DWLRQVWRWKHGDWHRIWHUPLQDWLRQDOWKRXJKLQFHUWDLQLQVWDQFHVZHPD\EHIXUWKHUUHVSRQVLEOHIRUWHUPLQDWLRQIHHVDQGSHQDOWLHV:H
HVWLPDWHUHVHDUFKDQGGHYHORSPHQWH[SHQVHVDQGWKHUHODWHGDFFUXDODVRIHDFKEDODQFHVKHHWGDWHEDVHGRQWKHIDFWVDQGFLUFXPVWDQFHVNQRZQWRXVDWWKDW
WLPH7KHUHKDYHEHHQQRPDWHULDODGMXVWPHQWVWRWKHSULRUSHULRGDFFUXHGHVWLPDWHVIRUFOLQLFDOWULDODFWLYLWLHVGXULQJWKH\HDUVSUHVHQWHG
6WRFN%DVHG&RPSHQVDWLRQ
6WRFNEDVHGFRPSHQVDWLRQH[SHQVHIRUUHVWULFWHGVWRFNXQLWVDQGVWRFNRSWLRQVLVHVWLPDWHGDWWKHJUDQWGDWHEDVHGRQWKHDZDUGȍVHVWLPDWHGIDLU
YDOXHDQGLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHDZDUGȍVUHTXLVLWHVHUYLFHSHULRGDVVXPLQJHVWLPDWHGIRUIHLWXUHUDWHV)DLUYDOXHRIUHVWULFWHGVWRFN
XQLWVLVGHWHUPLQHGDWWKHGDWHRIJUDQWXVLQJWKH&RPSDQ\ȍVFORVLQJVWRFNSULFH2XUGHWHUPLQDWLRQRIWKHIDLUYDOXHRIVWRFNRSWLRQVRQWKHGDWHRIJUDQW
XVLQJDQRSWLRQSULFLQJPRGHOLVDIIHFWHGE\RXUVWRFNSULFHDVZHOODVDVVXPSWLRQVUHJDUGLQJDQXPEHURIVXEMHFWLYHYDULDEOHV:HVHOHFWHGWKH%ODFN
6FKROHVRSWLRQ


SULFLQJPRGHODVWKHPRVWDSSURSULDWHPHWKRGIRUGHWHUPLQLQJWKHHVWLPDWHGIDLUYDOXHEDVHGPHDVXUHPHQWRIRXUVWRFNRSWLRQV7KH%ODFN6FKROHVPRGHO
UHTXLUHVWKHXVHRIVXEMHFWLYHDVVXPSWLRQVZKLFKGHWHUPLQHWKHIDLUYDOXHEDVHGPHDVXUHPHQWRIVWRFNRSWLRQV7KHVHDVVXPSWLRQVLQFOXGHEXWDUHQRW
OLPLWHGWRRXUH[SHFWHGVWRFNSULFHYRODWLOLW\RYHUWKHWHUPRIWKHDZDUGVDQGSURMHFWHGHPSOR\HHVWRFNRSWLRQH[HUFLVHEHKDYLRUV,QWKHIXWXUHDV
DGGLWLRQDOHPSLULFDOHYLGHQFHUHJDUGLQJWKHVHLQSXWHVWLPDWHVEHFRPHVDYDLODEOHZHPD\FKDQJHRUUHILQHRXUDSSURDFKRIGHULYLQJWKHVHLQSXWHVWLPDWHV
7KHVHFKDQJHVFRXOGLPSDFWRXUIDLUYDOXHRIVWRFNRSWLRQVJUDQWHGLQWKHIXWXUH&KDQJHVLQWKHIDLUYDOXHRIVWRFNDZDUGVFRXOGPDWHULDOO\LPSDFWRXU
RSHUDWLQJUHVXOWV
2XUFXUUHQWHVWLPDWHRIYRODWLOLW\LVEDVHGRQWKHKLVWRULFDOYRODWLOLW\RIRXUVWRFNSULFH7RWKHH[WHQWYRODWLOLW\LQRXUVWRFNSULFHLQFUHDVHVLQWKH
IXWXUHRXUHVWLPDWHVRIWKHIDLUYDOXHRIRSWLRQVJUDQWHGLQWKHIXWXUHFRXOGLQFUHDVHWKHUHE\LQFUHDVLQJVWRFNEDVHGFRPSHQVDWLRQFRVWUHFRJQL]HGLQIXWXUH
SHULRGV:HGHULYHWKHH[SHFWHGWHUPDVVXPSWLRQSULPDULO\EDVHGRQRXUKLVWRULFDOVHWWOHPHQWH[SHULHQFHZKLOHJLYLQJFRQVLGHUDWLRQWRRSWLRQVWKDWKDYH
QRW\HWFRPSOHWHGDIXOOOLIHF\FOH6WRFNEDVHGFRPSHQVDWLRQFRVWLVUHFRJQL]HGRQO\IRUDZDUGVXOWLPDWHO\H[SHFWHGWRYHVW2XUHVWLPDWHRIWKHIRUIHLWXUH
UDWHLVEDVHGSULPDULO\RQRXUKLVWRULFDOH[SHULHQFH7RWKHH[WHQWZHUHYLVHWKLVHVWLPDWHLQWKHIXWXUHRXUVKDUHEDVHGFRPSHQVDWLRQFRVWFRXOGEH
PDWHULDOO\LPSDFWHGLQWKHSHULRGRIUHYLVLRQ7KHUHKDYHEHHQQRPDWHULDODGMXVWPHQWVWRWKHVHHVWLPDWHVGXULQJWKH\HDUVSUHVHQWHG
,QYHQWRULHV
,QYHQWRU\LVVWDWHGDWWKHORZHURIFRVWRUHVWLPDWHGQHWUHDOL]DEOHYDOXHRQDILUVWLQILUVWRXWRU),)2EDVLV:HSULPDULO\XVHDFWXDOFRVWVWR
GHWHUPLQHRXUFRVWEDVLVIRULQYHQWRULHV2XUDVVHVVPHQWRIPDUNHWYDOXHUHTXLUHVWKHXVHRIHVWLPDWHVUHJDUGLQJWKHQHWUHDOL]DEOHYDOXHRIRXULQYHQWRU\
EDODQFHVLQFOXGLQJDQDVVHVVPHQWRIH[FHVVRUREVROHWHLQYHQWRU\:HGHWHUPLQHH[FHVVRUREVROHWHLQYHQWRU\EDVHGRQPXOWLSOHIDFWRUVLQFOXGLQJDQ
HVWLPDWHRIWKHIXWXUHGHPDQGIRURXUSURGXFWVSURGXFWH[SLUDWLRQGDWHVDQGFXUUHQWVDOHVOHYHOV2XUDVVXPSWLRQVRIIXWXUHGHPDQGIRURXUSURGXFWVDUH
LQKHUHQWO\XQFHUWDLQDQGLIZHZHUHWRFKDQJHDQ\RIWKHVHMXGJPHQWVRUHVWLPDWHVLWFRXOGFDXVHDPDWHULDOLQFUHDVHRUGHFUHDVHLQWKHDPRXQWRILQYHQWRU\
UHVHUYHVWKDWZHUHSRUWLQDSDUWLFXODUSHULRG
:HFRQVLGHUUHJXODWRU\DSSURYDORISURGXFWFDQGLGDWHVWREHXQFHUWDLQDQGSURGXFWPDQXIDFWXUHGSULRUWRUHJXODWRU\DSSURYDOPD\QRWEHVROG
XQOHVVUHJXODWRU\DSSURYDOLVREWDLQHG$VVXFKWKHPDQXIDFWXULQJFRVWVIRUSURGXFWFDQGLGDWHVLQFXUUHGSULRUWRUHJXODWRU\DSSURYDODUHQRWFDSLWDOL]HGDV
LQYHQWRU\EXWDUHH[SHQVHGDVUHVHDUFKDQGGHYHORSPHQWFRVWV:HEHJLQFDSLWDOL]DWLRQRIWKHVHLQYHQWRU\UHODWHGFRVWVRQFHUHJXODWRU\DSSURYDOLV
REWDLQHG
+(3/,6$9%ZDVDSSURYHGE\WKH)'$RQ1RYHPEHUDWZKLFKWLPHZHEHJDQWRFDSLWDOL]HLQYHQWRU\FRVWVDVVRFLDWHGZLWKWKHYLDO
SUHVHQWDWLRQRI+(3/,6$9%,Q0DUFKZHUHFHLYHGUHJXODWRU\DSSURYDORIWKHSUHILOOHGV\ULQJH Ȑ3)6ȑ SUHVHQWDWLRQRI+(3/,6$9%3ULRUWR
)'$DSSURYDORI+(3/,6$9%DOOFRVWVUHODWHGWRWKHPDQXIDFWXULQJRI+(3/,6$9%WKDWFRXOGSRWHQWLDOO\EHDYDLODEOHWRVXSSRUWWKHFRPPHUFLDOODXQFK
RIRXUSURGXFWVZHUHFKDUJHGWRUHVHDUFKDQGGHYHORSPHQWH[SHQVHLQWKHSHULRGLQFXUUHGDVWKHUHZDVQRDOWHUQDWLYHIXWXUHXVH3ULRUWRUHJXODWRU\
DSSURYDORI3)6FRVWVDVVRFLDWHGZLWKUHVXPLQJRSHUDWLQJDFWLYLWLHVDWWKH'¼VVHOGRUIPDQXIDFWXULQJIDFLOLW\ZHUHDOVRLQFOXGHGLQUHVHDUFKDQG
GHYHORSPHQWH[SHQVH6XEVHTXHQWWRUHJXODWRU\DSSURYDORI3)6FRVWVDVVRFLDWHGZLWKUHVXPLQJPDQXIDFWXULQJDFWLYLWLHVDWWKH'¼VVHOGRUIIDFLOLW\ZHUH
LQFOXGHGLQFRVWRIVDOHVȈSURGXFWXQWLOFRPPHUFLDOSURGXFWLRQUHVXPHGLQPLGDWZKLFKWLPHWKHVHFRVWVZHUHUHFRUGHGDVUDZPDWHULDOVLQYHQWRU\
/HDVHV
2Q-DQXDU\ZHDGRSWHG$6&/HDVHVXVLQJWKHPRGLILHGUHWURVSHFWLYHDSSURDFK3ULRUSHULRGDPRXQWVFRQWLQXHWREHUHSRUWHGLQ
DFFRUGDQFHZLWKRXUKLVWRULFDFFRXQWLQJXQGHUSUHYLRXVOHDVHJXLGDQFH$6&/HDVHV:HHOHFWHGWKHSDFNDJHRISUDFWLFDOH[SHGLHQWVZKLFKDPRQJ
RWKHUWKLQJVDOORZHGXVWRFDUU\IRUZDUGWKHKLVWRULFDOOHDVHFODVVLILFDWLRQRIOHDVHVLQSODFHDVRI-DQXDU\:HKDYHDOVRHOHFWHGWKHSUDFWLFDO
H[SHGLHQWWRQRWVHSDUDWHOHDVHFRPSRQHQWVIURPQRQOHDVHFRPSRQHQWV$VDUHVXOWRIDGRSWLQJ$6&ZHUHFRJQL]HGULJKWRIXVHDVVHWDQGOHDVH
OLDELOLWLHVIRURSHUDWLQJOHDVHVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\RQ-DQXDU\7KHUHZDVQRDGMXVWPHQWWRWKHRSHQLQJEDODQFHRI
DFFXPXODWHGGHILFLWDVDUHVXOWRIWKHDGRSWLRQRI$6&
:HGHWHUPLQHLIDQDUUDQJHPHQWLQFOXGHVDOHDVHDWLQFHSWLRQ2SHUDWLQJOHDVHVDUHLQFOXGHGLQRSHUDWLQJOHDVHULJKWRIXVHDVVHWVRWKHUFXUUHQW
OLDELOLWLHVDQGORQJWHUPSRUWLRQRIOHDVHOLDELOLWLHVLQRXUFRQVROLGDWHGEDODQFHVKHHWV5LJKWRIXVHDVVHWVUHSUHVHQWRXUULJKWWRXVHDQXQGHUO\LQJDVVHW
GXULQJWKHOHDVHWHUPDQGOHDVHOLDELOLWLHVUHSUHVHQWRXUREOLJDWLRQWRPDNHOHDVHSD\PHQWVDULVLQJIURPWKHOHDVH2SHUDWLQJOHDVHULJKWRIXVHDVVHWVDQG
OLDELOLWLHVDUHUHFRJQL]HGDWWKHOHDVHFRPPHQFHPHQWGDWHEDVHGRQWKHSUHVHQWYDOXHRIOHDVHSD\PHQWVRYHUWKHOHDVHWHUP,QGHWHUPLQLQJWKHQHWSUHVHQW
YDOXHRIOHDVHSD\PHQWVZHXVHRXULQFUHPHQWDOERUURZLQJUDWHZKLFKUHSUHVHQWVDQHVWLPDWHGUDWHRILQWHUHVWWKDWZHZRXOGKDYHWRSD\WRERUURZ
HTXLYDOHQWIXQGVRQDFROODWHUDOL]HGEDVLVDWWKHOHDVHFRPPHQFHPHQWGDWH


2XUOHDVHVPD\LQFOXGHRSWLRQVWRH[WHQGRUWHUPLQDWHWKHOHDVHZKLFKDUHLQFOXGHGLQWKHOHDVHWHUPZKHQLWLVUHDVRQDEO\FHUWDLQWKDWZHZLOO
H[HUFLVHDQ\VXFKRSWLRQV/HDVHH[SHQVHLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHH[SHFWHGOHDVHWHUP:HKDYHHOHFWHGQRWWRDSSO\WKHUHFRJQLWLRQ
UHTXLUHPHQWVRI$6&IRUVKRUWWHUPOHDVHV
$VOHVVRUVZHGHWHUPLQHLIDQDUUDQJHPHQWLQFOXGHVDOHDVHDWLQFHSWLRQ:HHOHFWHGWKHSUDFWLFDOH[SHGLHQWWRQRWVHSDUDWHOHDVHFRPSRQHQWVIURP
QRQOHDVHFRPSRQHQWV6XEOHDVHLQFRPHLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHH[SHFWHGOHDVHWHUPDQGLVLQFOXGHGLQRWKHULQFRPH H[SHQVH LQRXU
FRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV
5HVWUXFWXULQJ
5HVWUXFWXULQJVFRVWVDUHFRPSULVHGRIVHYHUDQFHRWKHUWHUPLQDWLRQEHQHILWFRVWVVWRFNEDVHGFRPSHQVDWLRQH[SHQVHIRUVWRFNDZDUGDQGVWRFN
RSWLRQPRGLILFDWLRQVUHODWHGWRZRUNIRUFHUHGXFWLRQVDQGDFFHOHUDWHGGHSUHFLDWLRQ:HUHFRJQL]HUHVWUXFWXULQJFKDUJHVZKHQWKHOLDELOLW\LVSUREDEOHDQGWKH
DPRXQWLVHVWLPDEOH(PSOR\HHWHUPLQDWLRQEHQHILWVDUHDFFUXHGDWWKHGDWHPDQDJHPHQWKDVFRPPLWWHGWRDSODQRIWHUPLQDWLRQDQGDIIHFWHGHPSOR\HHV
KDYHEHHQQRWLILHGRIWKHLUWHUPLQDWLRQGDWHDQGH[SHFWHGVHYHUDQFHEHQHILWV
5HFHQW$FFRXQWLQJ3URQRXQFHPHQWV
$FFRXQWLQJ6WDQGDUGV8SGDWH
,Q-XQHWKH)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUG Ȑ)$6%ȑ LVVXHG$FFRXQWLQJ6WDQGDUGV8SGDWH Ȑ$68ȑ 1R)LQDQFLDO
,QVWUXPHQWVȈ&UHGLW/RVVHV 7RSLF 0HDVXUHPHQWRI&UHGLW/RVVHVRI)LQDQFLDO,QVWUXPHQWV7KHVWDQGDUGFKDQJHVWKHPHWKRGRORJ\IRUPHDVXULQJ
FUHGLWORVVHVRQILQDQFLDOLQVWUXPHQWVDQGWKHWLPLQJRIZKHQVXFKORVVHVDUHUHFRUGHG$VDVPDOOHUUHSRUWLQJFRPSDQ\WKLV$68DQGLWVVXEVHTXHQW
XSGDWHVLVHIIHFWLYHIRUILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHU:HDUHFXUUHQWO\HYDOXDWLQJWKHLPSDFWWKLVVWDQGDUGZLOOKDYHRQRXUFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWV


5HVXOWVRI2SHUDWLRQV
5HYHQXHV
5HYHQXHVFRQVLVWHGRIDPRXQWVHDUQHGIURPSURGXFWVDOHVPDQXIDFWXULQJVHUYLFHDQGFROODERUDWLRQUHYHQXH
3URGXFWUHYHQXHQHWUHIOHFWVVDOHVRI+(3/,6$9%:HFRPPHQFHGFRPPHUFLDOVKLSPHQWVRI+(3/,6$9%LQ-DQXDU\GHSOR\HGRXUILHOG
VDOHVIRUFHLQ)HEUXDU\DQGLQ$SULOFRQYHUWHGWKHH[WHUQDOVDOHVIRUFHWRRXUHPSOR\HHV
5HYHQXHIURPSURGXFWVDOHVLVUHFRUGHGDWWKHQHWVDOHVSULFHZKLFKLQFOXGHVHVWLPDWHVRISURGXFWUHWXUQVFKDUJHEDFNVGLVFRXQWVUHEDWHVDQGRWKHU
IHHV2YHUDOOSURGXFWUHYHQXHQHWUHIOHFWVRXUEHVWHVWLPDWHVRIWKHDPRXQWRIFRQVLGHUDWLRQWRZKLFKZHDUHHQWLWOHGEDVHGRQWKHWHUPVRIWKHFRQWUDFW
$FWXDODPRXQWVRIFRQVLGHUDWLRQXOWLPDWHO\UHFHLYHGPD\GLIIHUIURPRXUHVWLPDWHV,IDFWXDOUHVXOWVLQWKHIXWXUHYDU\IURPRXUHVWLPDWHVZHZLOODGMXVW
WKHVHHVWLPDWHVZKLFKZRXOGDIIHFWQHWSURGXFWUHYHQXHDQGHDUQLQJVLQWKHSHULRGVXFKYDULDQFHVEHFRPHNQRZQ
7KHIROORZLQJLVDVXPPDU\RIRXUUHYHQXHV LQWKRXVDQGVH[FHSWIRUSHUFHQWDJHV 





5HYHQXHV
3URGXFWUHYHQXHQHW
&ROODERUDWLRQUHYHQXH
2WKHUUHYHQXH
7RWDOUHYHQXHV













 
 

 
 

<HDU(QGHG'HFHPEHU


 

 



  
  


  
  


  
  


  
  
















,QFUHDVH
'HFUHDVH IURP
WR
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,QFUHDVH
'HFUHDVH IURP
WR
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10 1RWPHDQLQJIXO
YHUVXV
)RUWKH\HDUHQGHG'HFHPEHUSURGXFWUHYHQXHQHWLQFUHDVHGGXHWRKLJKHUYROXPHDVDGGLWLRQDOKHDOWKFDUHSURYLGHUVFRPSOHWHG
RSHUDWLRQDODFWLYLWLHVUHTXLUHGWRVZLWFKWR+(3/,6$9%DQGH[LVWLQJFXVWRPHUVSODFHGUHSHDWRUGHUV:HH[SHFWTXDUWHUO\VDOHVZLOOLQFUHDVHGXULQJ
DVKHDOWKFDUHSURYLGHUVFRPSOHWHWKHLUUHYLHZVDQGRSHUDWLRQDODFWLYLWLHVUHTXLUHGWRVZLWFKWRWKHQHZGRVHUHJLPHQSURYLGHGE\+(3/,6$9%DQG
H[LVWLQJFXVWRPHUVUHSHDWRUGHUV$WRXUFXUUHQWVFDOHTXDUWHUO\SURGXFWVDOHVFDQEHDIIHFWHGE\YDULDWLRQVLQVHDVRQDOIDFWRUVVXFKDVWKHORZHU
'HSDUWPHQWRI'HIHQVHSXUFKDVHVIROORZLQJWKHVXPPHUVXUJHRIQHZUHFUXLWVGD\VORVWWRKROLGD\SHULRGVZKLFKFDQGHOD\LPSOHPHQWDWLRQDQGRUGHULQJ
E\FXVWRPHUVDQGWKHVWRFNLQJSDWWHUQVRIRXUGLVWULEXWRUV
&ROODERUDWLRQUHYHQXHUHODWHVWRVHUYLFHVSHUIRUPHGLQXQGHUDFROODERUDWLRQDJUHHPHQWZLWK6HUXP,QVWLWXWHRI,QGLD3YW/WG2WKHUUHYHQXH
LQFOXGHVPDQXIDFWXULQJVHUYLFHUHYHQXHRIPLOOLRQ
YHUVXV
,QLWLDOVDOHVHIIRUWVGXULQJIRFXVHGRQHQVXULQJPDUNHWDFFHVVWRHQDEOHKHDOWKFDUHSURYLGHUVWRSXUFKDVH+(3/,6$9%LQFOXGLQJREWDLQLQJ
SD\RUFRYHUDJHDQGVHFXULQJFRQWUDFWVZLWKGLVWULEXWRUVJURXSSXUFKDVLQJRUJDQL]DWLRQVSK\VLFLDQEX\LQJJURXSVDQGIHGHUDOJRYHUQPHQWHQWLWLHV6DOHV
HIIRUWVZHUHIRFXVHGRQDGYDQFLQJ+(3/,6$9%WKURXJKWKHFRPSOH[DSSURYDODQGSURFXUHPHQWSURFHVVHVLQODUJHLQVWLWXWLRQDODFFRXQWVDFURVVWKH
FRXQWU\
&ROODERUDWLRQUHYHQXHUHODWHVWRVHUYLFHVSHUIRUPHGLQXQGHUDFROODERUDWLRQDJUHHPHQWZLWK6HUXP,QVWLWXWHRI,QGLD3YW/WG


&RVWRI6DOHVȈ3URGXFW
7KHIROORZLQJLVDVXPPDU\RIRXUFRVWRIVDOHVSURGXFW LQWKRXVDQGVH[FHSWIRUSHUFHQWDJHV 


 

 

 

 
,QFUHDVH

 

 

 

 
'HFUHDVH IURP


<HDU(QGHG'HFHPEHU

WR




 

 


 

&RVWRIVDOHVSURGXFW
 
  
  
  
  










  

,QFUHDVH
'HFUHDVH IURP
WR
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YHUVXV
&RVWRIVDOHVSURGXFWIRUWKH\HDUHQGHG'HFHPEHUSULPDULO\LQFOXGHVFHUWDLQILOOILQLVKDQGRYHUKHDGFRVWVIRUSUHILOOHGV\ULQJHV
Ȑ3)6ȑ RI+(3/,6$9%DQGFRVWVUHODWHGWRDWHUPLQDWHGEDWFK2XU+(3/,6$9%3)6ILQLVKHGJRRGVLQYHQWRU\LQFOXGHVFRPSRQHQWVIRUZKLFKDSRUWLRQ
RIWKHPDQXIDFWXULQJFRVWVZHUHSUHYLRXVO\H[SHQVHGWRUHVHDUFKDQGGHYHORSPHQWSULRUWRWKHDSSURYDORIWKH3)6SUHVHQWDWLRQE\WKH)'$LQ0DUFK
:HH[SHFWWRXVHWKLV+(3/,6$9%3)6LQYHQWRU\RYHUDSSUR[LPDWHO\WKHQH[WVL[WRQLQHPRQWKV:HH[SHFWFRVWRIVDOHVRI+(3/,6$9%3)6RQDSHU
XQLWEDVLVWRLQFUHDVHDVZHSURGXFHDQGWKHQVHOOLQYHQWRU\WKDWUHIOHFWVWKHIXOOFRVWRIPDQXIDFWXULQJWKHSURGXFW
$W'HFHPEHULQYHQWRULHVQHWLQFUHDVHGWRPLOOLRQIURPPLOOLRQDW'HFHPEHUWRVXSSRUWLQFUHDVHGSURMHFWHGVDOHV
&RVWRI6DOHV$PRUWL]DWLRQRI,QWDQJLEOH$VVHWV
7KHIROORZLQJLVDVXPPDU\RIRXUFRVWRIVDOHVȈDPRUWL]DWLRQRILQWDQJLEOHDVVHWV LQWKRXVDQGVH[FHSWIRUSHUFHQWDJHV 


 

 

 

 
,QFUHDVH
 
,QFUHDVH


 

 

 

 
'HFUHDVH IURP
 
'HFUHDVH IURP



<HDU(QGHG'HFHPEHU

WR
 
WR






 

 


 

 

 

&RVWRIVDOHVDPRUWL]DWLRQRI

LQWDQJLEOHDVVHWV

  
  
  
  
   
  


&RVWRIVDOHVDPRUWL]DWLRQRILQWDQJLEOHDVVHWVFRQVLVWVRIDPRUWL]DWLRQRIWKHLQWDQJLEOHDVVHWUHFRUGHGDVDUHVXOWRIDUHJXODWRU\PLOHVWRQHDQG
VXEOLFHQVHIHHVWR&ROH\3KDUPDFHXWLFDO*URXS,QF Ȑ&ROH\ȑ 0HUFN6KDUSH 'RKPH&RUS Ȑ0HUFNȑ DQG*OD[R6PLWK.OLQH%LRORJLFDOV6$ Ȑ*6.ȑ 
XSRQRUDIWHU)'$DSSURYDORI+(3/,6$9%LQ1RYHPEHU7KHLQWDQJLEOHDVVHWVUHODWHGWR&ROH\DQG*6.KDYHEHHQIXOO\DPRUWL]HGLQ$W
'HFHPEHUWKHLQWDQJLEOHDVVHWUHODWHGWR0HUFNRIPLOOLRQKDVDQHVWLPDWHGUHPDLQLQJXVHIXOOLIHWKURXJKWKHSDWHQWH[SLUDWLRQGDWHLQ$SULO

5HVHDUFKDQG'HYHORSPHQW
5HVHDUFKDQGGHYHORSPHQWH[SHQVHFRQVLVWVSULPDULO\RIFRPSHQVDWLRQDQGUHODWHGSHUVRQQHOFRVWV ZKLFKLQFOXGHEHQHILWVUHFUXLWPHQWWUDYHODQG
VXSSO\FRVWV RXWVLGHVHUYLFHVDOORFDWHGIDFLOLW\FRVWVDQGQRQFDVKVWRFNEDVHGFRPSHQVDWLRQ2XWVLGHVHUYLFHVFRQVLVWRIFRVWVDVVRFLDWHGZLWKFOLQLFDO
GHYHORSPHQWSURFHVVGHYHORSPHQWSUHFOLQLFDOGLVFRYHU\DQGGHYHORSPHQWUHJXODWRU\ILOLQJVDQGUHVHDUFKLQFOXGLQJIHHVDQGH[SHQVHVLQFXUUHGE\
FRQWUDFWUHVHDUFKRUJDQL]DWLRQVFOLQLFDOVWXG\VLWHVDQGRWKHUVHUYLFHSURYLGHUVDQGFRVWVRIPDQXIDFWXULQJSURGXFWFDQGLGDWHVSULRUWRDSSURYDO


7KHIROORZLQJLVDVXPPDU\RIRXUUHVHDUFKDQGGHYHORSPHQWH[SHQVH LQWKRXVDQGVH[FHSWIRUSHUFHQWDJHV 



 

 

 
,QFUHDVH
 
,QFUHDVH





 

 

 
'HFUHDVH IURP
 
'HFUHDVH IURP



<HDU(QGHG'HFHPEHU
 
WR
 
WR

5HVHDUFKDQG'HYHORSPHQW


 

 

 

 

 

 


&RPSHQVDWLRQDQGUHODWHG
SHUVRQQHOFRVWV
 
  
  
  
  
   
  

2XWVLGHVHUYLFHV
 
  
  
  
  
   
  

)DFLOLW\FRVWV
 
  
  
  
  
  
  
 
1RQFDVKVWRFNEDVHG
FRPSHQVDWLRQ
 
  
  
  
  
   
  

7RWDOUHVHDUFKDQGGHYHORSPHQW
 
  
  
  
  
   
  


,Q0D\ZHDQQRXQFHGDVWUDWHJLFRUJDQL]DWLRQDOUHVWUXFWXULQJWRDOLJQRXURSHUDWLRQVDURXQGRXUYDFFLQHEXVLQHVVDQGVLJQLILFDQWO\FXUWDLO
IXUWKHULQYHVWPHQWLQLPPXQRRQFRORJ\UHVHDUFKDQGGHYHORSPHQW

YHUVXV
&RPSHQVDWLRQDQGUHODWHGSHUVRQQHOFRVWVDQGQRQFDVKVWRFNEDVHGFRPSHQVDWLRQGHFUHDVHGLQWKHSHULRGVFRPSDUHGWRWKHSHULRGVGXH
WRORZHUUHVHDUFKDQGGHYHORSPHQWKHDGFRXQWDVDUHVXOWRIRXUUHVWUXFWXULQJLQ0D\2XWVLGHVHUYLFHVLQGHFUHDVHGYHUVXVWKHFRPSDUDEOH
SHULRGLQGXHWRDQRYHUDOOUHGXFWLRQLQFRVWVWRVXSSRUWWKHGHYHORSPHQWRI6'DQGHDUOLHUVWDJHLPPXQRRQFRORJ\SURJUDPVDIWHUWKH
UHVWUXFWXULQJ
YHUVXV
&RPSHQVDWLRQDQGUHODWHGSHUVRQQHOFRVWVDQGQRQFDVKVWRFNEDVHGFRPSHQVDWLRQLQFUHDVHGGXHWRDQRYHUDOOLQFUHDVHLQKHDGFRXQWWRVXSSRUWWKH
RQJRLQJGHYHORSPHQWRI6''9DQGHDUOLHUVWDJHRQFRORJ\SURJUDPV2XWVLGHVHUYLFHVLQFUHDVHGSULPDULO\GXHWRWKHRQJRLQJGHYHORSPHQWRI
6'
)RUWKH\HDUHQGHG'HFHPEHUDQGDVDUHVXOWRIWKHUHJXODWRU\DSSURYDORI3)6RI+(3/,6$9%LQODWH0DUFKFRVWVLQFXUUHGDWRXU
'¼VVHOGRUIIDFLOLW\WRUHVXPHRSHUDWLQJDFWLYLWLHVZHUHFKDUJHGWRFRVWRIVDOHVȈSURGXFWZKLOHFRVWVLQFXUUHGWRPDQXIDFWXUH+(3/,6$9%IRUFRPPHUFLDO
VDOHZHUHDFFRXQWHGIRUDVLQYHQWRU\)RUWKHFRPSDUDWLYHSULRU\HDUSHULRGIDFLOLW\FRVWVZKLFKLQFOXGHDQRYHUKHDGDOORFDWLRQRIRFFXSDQF\DQGUHODWHG
H[SHQVHVLQFOXGHGIXOORSHUDWLQJFRVWVRIRXU'¼VVHOGRUIIDFLOLW\
6HOOLQJ*HQHUDODQG$GPLQLVWUDWLYH
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHFRQVLVWVSULPDULO\RIFRPSHQVDWLRQDQGUHODWHGFRVWVIRURXUFRPPHUFLDOVXSSRUWSHUVRQQHOPHGLFDO
HGXFDWLRQSURIHVVLRQDOVDQGSHUVRQQHOLQH[HFXWLYHDQGRWKHUDGPLQLVWUDWLYHIXQFWLRQVLQFOXGLQJOHJDOILQDQFHDQGLQIRUPDWLRQWHFKQRORJ\FRVWVIRU
RXWVLGHVHUYLFHVVXFKDVVDOHVDQGPDUNHWLQJSRVWPDUNHWLQJVWXGLHVRI+(3/,6$9%DFFRXQWLQJFRPPHUFLDOGHYHORSPHQWFRQVXOWLQJEXVLQHVV
GHYHORSPHQWLQYHVWRUUHODWLRQVDQGLQVXUDQFHOHJDOFRVWVWKDWLQFOXGHFRUSRUDWHDQGSDWHQWUHODWHGH[SHQVHVDOORFDWHGIDFLOLW\FRVWVDQGQRQFDVKVWRFN
EDVHGFRPSHQVDWLRQ


7KHIROORZLQJLVDVXPPDU\RIRXUVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV LQWKRXVDQGVH[FHSWIRUSHUFHQWDJHV 




6HOOLQJ*HQHUDODQG
$GPLQLVWUDWLYH
&RPSHQVDWLRQDQGUHODWHG
SHUVRQQHOFRVWV
2XWVLGHVHUYLFHV
/HJDOFRVWV
)DFLOLW\FRVWV
1RQFDVKVWRFNEDVHG
FRPSHQVDWLRQ
7RWDOVHOOLQJJHQHUDODQG
DGPLQLVWUDWLYH














 

 
 

 
<HDU(QGHG'HFHPEHU







 

















 




















 
 
 

,QFUHDVH
'HFUHDVH IURP
WR

 

















 





























 
  
  
 

,QFUHDVH
'HFUHDVH IURP
WR






 





























 

  

  

  

  

   

  



 

  

  

  

  

  

  



YHUVXV
7KHLQFUHDVHLQFRPSHQVDWLRQDQGUHODWHGSHUVRQQHOFRVWVDQGWKHUHODWHGGHFUHDVHLQRXWVLGHVHUYLFHVZDVGXHWRWKHFRQYHUVLRQRIWKHH[WHUQDOVDOHV
IRUFHWRRXUHPSOR\HHVHIIHFWLYH$SULO7KHFRUUHVSRQGLQJGHFUHDVHLQRXWVLGHVHUYLFHVZDVSDUWLDOO\RIIVHWE\DQLQFUHDVHLQSRVWPDUNHWLQJVWXG\
FRVWVIRUFRPSOHWLRQRIFHUWDLQPLOHVWRQHVLQWKH+(3/,6$9%SRVWPDUNHWLQJVWXG\DQGFRVWVIRULQFUHDVHGVDOHVDQGPDUNHWLQJDFWLYLWLHV/HJDOFRVWV
GHFUHDVHGSULPDULO\GXHWRRXWVLGHFRXQVHOFRVWVLQFXUUHGLQWKHILUVWTXDUWHURILQFRQQHFWLRQZLWKWKHORDQILQDQFLQJ)DFLOLW\FRVWVZKLFKLQFOXGHDQ
RYHUKHDGDOORFDWLRQRIRFFXSDQF\DQGUHODWHGH[SHQVHVLQFUHDVHGSULPDULO\GXHWRDGGLWLRQDOUHQWFRVWVSXUVXDQWWRRXU+RUWRQ6WUHHWOHDVH:HDUH
UHFRXSLQJWKHVHDGGLWLRQDOUHQWFRVWVWKURXJKRXUVXEOHDVHRIWKHVSDFHWRDWKLUGSDUW\7KHUHODWHGVXEOHDVHLQFRPHLVEHLQJUHFRUGHGDVSDUWRIRWKHU
LQFRPH H[SHQVH LQRXUFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV1RQFDVKVWRFNEDVHGFRPSHQVDWLRQGHFUHDVHGFRPSDUHGWRWKHSULRUSHULRGGXHWRWKH
WLPLQJRIYHVWLQJRIFHUWDLQVWRFNDZDUGVJUDQWHGLQ
YHUVXV
&RPSHQVDWLRQDQGUHODWHGSHUVRQQHOFRVWVDQGQRQFDVKVWRFNEDVHGFRPSHQVDWLRQLQFUHDVHGSULPDULO\GXHWRDQLQFUHDVHLQHPSOR\HHKHDGFRXQW
WRVXSSRUW+(3/,6$9%FRPPHUFLDODFWLYLWLHV2XWVLGHVHUYLFHVLQFUHDVHGGXHWRDQRYHUDOOLQFUHDVHLQ+(3/,6$9%VDOHVPDUNHWLQJDQGFRPPHUFLDO
DFWLYLWLHVLQFOXGLQJIXOOGHSOR\PHQWRIDFRQWUDFWVDOHVIRUFHSRVWPDUNHWLQJVWXGLHVDQGFRQVXOWDQWVIRUFRPPHUFLDOGHYHORSPHQWVHUYLFHV)DFLOLW\FRVWV
ZKLFKLQFOXGHDQRYHUKHDGDOORFDWLRQDQGLVSULPDULO\FRPSULVHGRIRFFXSDQF\DQGUHODWHGH[SHQVHVLQFUHDVHGGXHWRRYHUDOOKLJKHUIDFLOLW\UHODWHGFRVWV
DQGDQLQFUHDVHLQKHDGFRXQW
5HVWUXFWXULQJ
2Q0D\ZHLPSOHPHQWHGDVWUDWHJLFRUJDQL]DWLRQDOUHVWUXFWXULQJSULQFLSDOO\WRDOLJQRXURSHUDWLRQVDURXQGRXUYDFFLQHEXVLQHVVDQG
VLJQLILFDQWO\FXUWDLOIXUWKHULQYHVWPHQWLQRXULPPXQRRQFRORJ\EXVLQHVV,QFRQQHFWLRQZLWKWKHUHVWUXFWXULQJZHUHGXFHGRXUZRUNIRUFHE\
DSSUR[LPDWHO\SRVLWLRQVRUE\DSSUR[LPDWHO\RI86EDVHGSHUVRQQHO:HKDYHFRPSOHWHGRXUUHVWUXFWXULQJDFWLYLWLHVDQGUHFRJQL]HG
UHVWUXFWXULQJFRVWVRIPLOOLRQLQ
2WKHU,QFRPH ([SHQVH
,QWHUHVWLQFRPHLVUHSRUWHGQHWRIDPRUWL]DWLRQRISUHPLXPVDQGGLVFRXQWVRQPDUNHWDEOHVHFXULWLHV,QWHUHVWH[SHQVHLQFOXGHVWKHVWDWHGLQWHUHVWDQG
DFFUHWLRQRIGLVFRXQWDQGHQGRIWHUPIHHUHODWHGWRRXUORQJWHUPGHEWDJUHHPHQWHQWHUHGLQWRLQ)HEUXDU\6XEOHDVHLQFRPHLVUHFRJQL]HGLQ
FRQQHFWLRQZLWKRXUVXEOHDVHRIRIILFHDQGODERUDWRU\VSDFH&KDQJHLQIDLUYDOXHRIZDUUDQWOLDELOLW\UHIOHFWVWKHFKDQJHVLQIDLUYDOXHRIZDUUDQWVLVVXHGLQ
FRQQHFWLRQZLWKHTXLW\ILQDQFLQJLQ$XJXVW2WKHULQFRPHQHWLQFOXGHVJDLQVDQGORVVHVRQIRUHLJQFXUUHQF\WUDQVDFWLRQVDQGGLVSRVDORISURSHUW\DQG
HTXLSPHQW


7KHIROORZLQJLVDVXPPDU\RIRXURWKHULQFRPH H[SHQVH  LQWKRXVDQGVH[FHSWIRUSHUFHQWDJHV 


 
 
 

,QFUHDVH
 

 
 
 

'HFUHDVH IURP
 


<HDU(QGHG'HFHPEHU

WR
 




 

 


 

 
,QWHUHVWLQFRPH
 
  
  
  
  
  
,QWHUHVWH[SHQVH
 
  
  
  
  
 
6XEOHDVHLQFRPH
 
  
  
  
 
10 
&KDQJHLQIDLUYDOXHRI
ZDUUDQWOLDELOLW\
 
  
  
  
 
10 
2WKHULQFRPH H[SHQVH QHW
 
  
  
  
  
 







,QFUHDVH

'HFUHDVH IURP

WR



 

  

 
10
 
10
 
  

10
 


10 1RWPHDQLQJIXO
YHUVXV
,QWHUHVWH[SHQVHLQFUHDVHGGXHWRWKHERUURZLQJRIWKHUHPDLQLQJPLOOLRQLQ0DUFKXQGHUWKHWHUPORDQDJUHHPHQWZLWK&5*6HUYLFLQJ
//& Ȑ/RDQ$JUHHPHQWȑ 'XULQJZHUHFRJQL]HGVXEOHDVHLQFRPHRIPLOOLRQLQFRQQHFWLRQZLWKRXUVXEOHDVHRIRIILFHDQGODERUDWRU\VSDFH
ORFDWHGDW+RUWRQ6WUHHW(PHU\YLOOH&DOLIRUQLDWRDWKLUGSDUW\7KHFKDQJHLQWKHIDLUYDOXHRIWKHZDUUDQWOLDELOLW\LVSULPDULO\GXHWRLQFUHDVHLQRXU
VWRFNSULFH7KHFKDQJHLQRWKHULQFRPHQHWLVSULPDULO\GXHWRIRUHLJQFXUUHQF\WUDQVDFWLRQVDQGUHODWHGIOXFWXDWLRQVLQWKHYDOXHRIWKH(XURFRPSDUHGWR
WKH86GROODU
YHUVXV
,QWHUHVWLQFRPHLQFUHDVHGSULPDULO\GXHWRDKLJKHU\LHOGDQGKLJKHUDYHUDJHLQYHVWPHQWEDODQFH:HEHJDQLQFXUULQJLQWHUHVWH[SHQVHIRUWKH
PLOOLRQZHERUURZHGRQ)HEUXDU\XQGHUDWHUPORDQDJUHHPHQWZLWK&5*6HUYLFLQJ//&7KHFKDQJHLQRWKHUH[SHQVHQHWLVSULPDULO\GXHWR
IRUHLJQFXUUHQF\WUDQVDFWLRQVDQGUHODWHGIOXFWXDWLRQVLQWKHYDOXHRIWKH(XURFRPSDUHGWRWKH86GROODU
/LTXLGLW\DQG&DSLWDO5HVRXUFHV
$VRI'HFHPEHUZHKDGPLOOLRQLQFDVKFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHV6LQFHRXULQFHSWLRQZHKDYHUHOLHGSULPDULO\
RQWKHSURFHHGVIURPSXEOLFDQGSULYDWHVDOHVRIRXUHTXLW\VHFXULWLHVERUURZLQJVJRYHUQPHQWJUDQWVDQGUHYHQXHVIURPSURGXFWVDOHVDQGFROODERUDWLRQ
DJUHHPHQWVWRIXQGRXURSHUDWLRQV2XUIXQGVDUHFXUUHQWO\LQYHVWHGLQPRQH\PDUNHWIXQGV86WUHDVXULHV86JRYHUQPHQWDJHQF\VHFXULWLHVDQG
FRUSRUDWHGHEWVHFXULWLHV:HFXUUHQWO\DQWLFLSDWHWKDWRXUFDVKFDVKHTXLYDOHQWVDQGVKRUWWHUPPDUNHWDEOHVHFXULWLHVDVRI'HFHPEHUDQG
DQWLFLSDWHGUHYHQXHVIURP+(3/,6$9%ZLOOEHVXIILFLHQWWRIXQGRXURSHUDWLRQVIRUDWOHDVWWKHQH[WPRQWKVIURPWKHGDWHRIWKLVILOLQJ
$W'HFHPEHUPLOOLRQRIFRPPRQVWRFNUHPDLQHGDYDLODEOHIRUVDOHXQGHURXU$W0DUNHW6DOHV$JUHHPHQWZLWK&RZHQDQG
&RPSDQ\//& Ȑ$70$JUHHPHQWȑ 6XEVHTXHQWWR'HFHPEHUDQGWKURXJK0DUFKZHVROGVKDUHVRIFRPPRQVWRFNIRU
QHWSURFHHGVRIPLOOLRQXQGHUWKH$70$JUHHPHQW
:HH[SHFWWRLQFXURSHUDWLQJORVVHVIRUWKHIRUHVHHDEOHIXWXUHDVZHFRQWLQXHWRLQYHVWLQFRPPHUFLDOL]DWLRQRI+(3/,6$9%,IZHFDQQRWJHQHUDWH
DVXIILFLHQWDPRXQWRIUHYHQXHIURPSURGXFWVDOHVZHZLOOQHHGWRILQDQFHRXURSHUDWLRQVWKURXJKVWUDWHJLFDOOLDQFHDQGOLFHQVLQJDUUDQJHPHQWVDQGRU
IXWXUHSXEOLFRUSULYDWHGHEWDQGHTXLW\ILQDQFLQJV$GHTXDWHILQDQFLQJPD\QRWEHDYDLODEOHWRXVRQDFFHSWDEOHWHUPVRUDWDOO,IDGHTXDWHIXQGVDUHQRW
DYDLODEOHZKHQQHHGHGZHPD\QHHGWRVLJQLILFDQWO\UHGXFHRXURSHUDWLRQVZKLOHZHVHHNVWUDWHJLFDOWHUQDWLYHVZKLFKFRXOGKDYHDQDGYHUVHLPSDFWRQRXU
DELOLW\WRDFKLHYHRXULQWHQGHGEXVLQHVVREMHFWLYHV
2XUDELOLW\WRUDLVHDGGLWLRQDOFDSLWDOLQWKHHTXLW\DQGGHEWPDUNHWVVKRXOGZHFKRRVHWRGRVRLVGHSHQGHQWRQDQXPEHURIIDFWRUVLQFOXGLQJEXW
QRWOLPLWHGWRWKHPDUNHWGHPDQGIRURXUFRPPRQVWRFNZKLFKLWVHOILVVXEMHFWWRDQXPEHURIGHYHORSPHQWDQGEXVLQHVVULVNVDQGXQFHUWDLQWLHVRXU
FUHGLWZRUWKLQHVVDQGWKHXQFHUWDLQW\WKDWZHZRXOGEHDEOHWRUDLVHVXFKDGGLWLRQDOFDSLWDODWDSULFHRURQWHUPVWKDWDUHIDYRUDEOHWRXV5DLVLQJDGGLWLRQDO
IXQGVWKURXJKWKHLVVXDQFHRIHTXLW\RUGHEWVHFXULWLHVFRXOGUHVXOWLQGLOXWLRQWRRXUH[LVWLQJVWRFNKROGHUVLQFUHDVHGIL[HGSD\PHQWREOLJDWLRQVRUERWK,Q


DGGLWLRQWKHVHVHFXULWLHVPD\KDYHULJKWVVHQLRUWRWKRVHRIRXUFRPPRQVWRFNDQGFRXOGLQFOXGHFRYHQDQWVWKDWZRXOGUHVWULFWRXURSHUDWLRQV
YHUVXV
'XULQJWKH\HDUHQGHG'HFHPEHUZHXVHGPLOOLRQRIFDVKIRURXURSHUDWLRQVSULPDULO\GXHWRRXUQHWORVVRIPLOOLRQRI
ZKLFKPLOOLRQFRQVLVWHGRIQRQFDVKFKDUJHVVXFKDVVWRFNEDVHGFRPSHQVDWLRQDPRUWL]DWLRQRILQWDQJLEOHDVVHWVGHSUHFLDWLRQDQGDPRUWL]DWLRQ
FKDQJHLQIDLUYDOXHRIZDUUDQWOLDELOLW\QRQFDVKLQWHUHVWH[SHQVHDPRUWL]DWLRQRIULJKWRIXVHDVVHWVDQGDFFUHWLRQDQGDPRUWL]DWLRQRQPDUNHWDEOH
VHFXULWLHV'XULQJWKH\HDUHQGHG'HFHPEHUZHXVHGPLOOLRQRIFDVKIRURXURSHUDWLRQVSULPDULO\GXHWRRXUQHWORVVRIPLOOLRQRI
ZKLFKPLOOLRQFRQVLVWHGRIQRQFDVKFKDUJHVVXFKDVVWRFNEDVHGFRPSHQVDWLRQDPRUWL]DWLRQRILQWDQJLEOHDVVHWVGHSUHFLDWLRQDQGDPRUWL]DWLRQ
QRQFDVKLQWHUHVWH[SHQVHDQGDFFUHWLRQDQGDPRUWL]DWLRQRQPDUNHWDEOHVHFXULWLHV&DVKXVHGLQRXURSHUDWLRQVGXULQJGHFUHDVHGE\PLOOLRQ
)RUWKH\HDUHQGHG'HFHPEHUZHUHFHLYHGWHQDQWLPSURYHPHQWUHLPEXUVHPHQWVIURPWKHODQGORUGRI+RUWRQ6WUHHWWRWDOLQJPLOOLRQ
'XULQJWKH\HDUHQGHG'HFHPEHUZHLQYHVWHGDSSUR[LPDWHO\PLOOLRQLQ+(3/,6$9%LQYHQWRU\WRVXSSRUWLQFUHDVHGSURMHFWHGVDOHV1HW
FDVKXVHGLQRSHUDWLQJDFWLYLWLHVLVLPSDFWHGE\FKDQJHVLQRXURSHUDWLQJDVVHWVDQGOLDELOLWLHVGXHWRWLPLQJRIFDVKUHFHLSWVDQGH[SHQGLWXUHV
'XULQJWKH\HDUHQGHG'HFHPEHUFDVKXVHGLQLQYHVWLQJDFWLYLWLHVZDVPLOOLRQFRPSDUHGWRPLOOLRQRIFDVKSURYLGHGE\
LQYHVWLQJDFWLYLWLHVIRUWKH\HDUHQGHG'HFHPEHU&DVKXVHGLQLQYHVWLQJDFWLYLWLHVGXULQJWKH\HDUHQGHG'HFHPEHULQFOXGHG
PLOOLRQRIQHWSXUFKDVHVRIPDUNHWDEOHVHFXULWLHVFRPSDUHGWRPLOOLRQRIQHWSURFHHGVIURPPDWXULWLHVRIPDUNHWDEOHVHFXULWLHVGXULQJ'XULQJ
WKH\HDUHQGHG'HFHPEHUZHSDLGPLOOLRQRIVXEOLFHQVHSD\PHQW0HUFNFRPSDUHGWRPLOOLRQRIPLOHVWRQHDQGVXEOLFHQVHSD\PHQWVWR
&ROH\0HUFNDQG*6.GXULQJ1HWFDVKXVHGLQWKHSXUFKDVHVRISURSHUW\SODQWDQGHTXLSPHQWLQFUHDVHGE\PLOOLRQIURPWR7KH
LQFUHDVHLVSULPDULO\GXHWRWKHLQVWDOODWLRQRIIDFLOLW\LPSURYHPHQWV
'XULQJWKH\HDUHQGHG'HFHPEHUDQGQHWFDVKSURYLGHGE\ILQDQFLQJDFWLYLWLHVZDVPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
&DVKSURYLGHGE\ILQDQFLQJDFWLYLWLHVIRUWKH\HDUHQGHG'HFHPEHULQFOXGHGQHWSURFHHGVRIPLOOLRQIURPWKHVHFRQGWUDQFKHRIWKH/RDQ
$JUHHPHQWQHWSURFHHGVRIPLOOLRQDQGPLOOLRQIURPWKHLVVXDQFHRIFRPPRQVWRFNDQG6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNUHVSHFWLYHO\
IURPRXUXQGHUZULWWHQSXEOLFRIIHULQJLQ$XJXVWDQGQHWSURFHHGVRIPLOOLRQIURPWKHLVVXDQFHRIFRPPRQVWRFNXQGHURXU$70
$JUHHPHQW'XULQJWKH\HDUHQGHG'HFHPEHUZHUHFHLYHGQHWFDVKSURFHHGVRIPLOOLRQIURPWKH/RDQ$JUHHPHQW
YHUVXV
'XULQJWKH\HDUHQGHG'HFHPEHUZHXVHGPLOOLRQRIFDVKIRURXURSHUDWLRQVSULPDULO\GXHWRRXUQHWORVVRIPLOOLRQRI
ZKLFKPLOOLRQFRQVLVWHGRIQRQFDVKFKDUJHVVXFKDVVWRFNEDVHGFRPSHQVDWLRQDPRUWL]DWLRQRILQWDQJLEOHDVVHWVGHSUHFLDWLRQDQGDPRUWL]DWLRQ
QRQFDVKLQWHUHVWH[SHQVHDQGDFFUHWLRQDQGDPRUWL]DWLRQRQPDUNHWDEOHVHFXULWLHV'XULQJWKH\HDUHQGHG'HFHPEHUZHXVHGPLOOLRQRI
FDVKIRURXURSHUDWLRQVSULPDULO\GXHWRDQHWORVVRIPLOOLRQRIZKLFKPLOOLRQFRQVLVWHGRIQRQFDVKFKDUJHVVXFKDVVWRFNEDVHG
FRPSHQVDWLRQGHSUHFLDWLRQDQGDPRUWL]DWLRQDPRUWL]DWLRQRILQWDQJLEOHDVVHWVDQGDFFUHWLRQDQGDPRUWL]DWLRQRQPDUNHWDEOHVHFXULWLHV&DVKXVHGLQRXU
RSHUDWLRQVGXULQJLQFUHDVHGE\PLOOLRQ1HWFDVKXVHGLQRSHUDWLQJDFWLYLWLHVLVLPSDFWHGE\FKDQJHVLQRXURSHUDWLQJDVVHWVDQGOLDELOLWLHVGXH
WRWLPLQJRIFDVKUHFHLSWVDQGH[SHQGLWXUHV
'XULQJWKH\HDUHQGHG'HFHPEHUFDVKSURYLGHGE\LQYHVWLQJDFWLYLWLHVZDVPLOOLRQFRPSDUHGWRPLOOLRQRIFDVKXVHGLQ
LQYHVWLQJDFWLYLWLHVIRUWKH\HDUHQGHG'HFHPEHU&DVKSURYLGHGE\LQYHVWLQJDFWLYLWLHVGXULQJWKH\HDUHQGHG'HFHPEHULQFOXGHG
PLOOLRQRIQHWSURFHHGVIURPPDWXULWLHVRIPDUNHWDEOHVHFXULWLHVFRPSDUHGWRPLOOLRQRIQHWSXUFKDVHVRIPDUNHWDEOHVHFXULWLHVGXULQJ'XULQJ
WKH\HDUHQGHG'HFHPEHUZHSDLGPLOOLRQRIPLOHVWRQHDQGVXEOLFHQVHSD\PHQWVWR&ROH\0HUFNDQG*6.1HWFDVKXVHGLQWKHSXUFKDVHV
RISURSHUW\SODQWDQGHTXLSPHQWLQFUHDVHGE\PLOOLRQIURPWR7KHLQFUHDVHLVSULPDULO\GXHWRWKHLQVWDOODWLRQRIIDFLOLW\LPSURYHPHQWV
DQGSXUFKDVHVRIODERUDWRU\HTXLSPHQWDW+RUWRQ6WUHHW(PHU\YLOOH&DOLIRUQLDDQGSXUFKDVHVRIPDQXIDFWXULQJHTXLSPHQWIRURXUIDFLOLW\LQ
'¼VVHOGRUI
'XULQJWKH\HDUHQGHG'HFHPEHUDQGQHWFDVKSURYLGHGE\ILQDQFLQJDFWLYLWLHVZDVPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
'XULQJWKH\HDUHQGHG'HFHPEHUZHUHFHLYHGQHWFDVKSURFHHGVRIPLOOLRQIURPWKH/RDQ$JUHHPHQW'XULQJWKH\HDUHQGHG'HFHPEHU
ZHUHFHLYHGQHWFDVKSURFHHGVRIPLOOLRQIURPLVVXDQFHRIFRPPRQVWRFNXQGHURXU$70$JUHHPHQWVDQGPLOOLRQLQQHWSURFHHGVIURP
LVVXDQFHRIRXUFRPPRQVWRFNIURPRXU$XJXVWXQGHUZULWWHQSXEOLFRIIHULQJ:HUHFHLYHGQHWSURFHHGVRIPLOOLRQDQGPLOOLRQIURP
H[HUFLVHVRIRSWLRQVDVZHOODVHPSOR\HHSXUFKDVHVRIRXUFRPPRQVWRFNXQGHUWKH(PSOR\HH6WRFN3XUFKDVH3ODQGXULQJWKH\HDUHQGHG'HFHPEHU
DQGUHVSHFWLYHO\


&RQWUDFWXDO2EOLJDWLRQV
7KHIROORZLQJVXPPDUL]HVRXUVLJQLILFDQWFRQWUDFWXDOREOLJDWLRQVDW'HFHPEHUDQGWKHHIIHFWWKRVHREOLJDWLRQVDUHH[SHFWHGWRKDYHRQRXU
OLTXLGLW\DQGFDVKIORZVLQIXWXUHSHULRGV LQWKRXVDQGV 

DQG
&RQWUDFWXDO2EOLJDWLRQV

7RWDO
 

        7KHUHDIWHU 
2SHUDWLQJOHDVHV
 
  
  
  
  

/RQJWHUPGHEWREOLJDWLRQ
 
  
  
  
  

3XUFKDVHFRPPLWPHQWV
 
  
  
  
  

6XEOLFHQVHDJUHHPHQW
 
  
  
  
  

7RWDOFRQWUDFWXDOREOLJDWLRQV
 
  
  
  
  




:HOHDVHRXUIDFLOLWLHVLQ(PHU\YLOOH&DOLIRUQLDDQG'¼VVHOGRUI*HUPDQ\
,Q-XO\ZHHQWHUHGLQWRDQDJUHHPHQWWRVXEOHDVHVTXDUHIHHWRIRIILFHVSDFHORFDWHGDW3RZHOO6WUHHW(PHU\YLOOH&DOLIRUQLDIRU
RXUQHZJOREDOKHDGTXDUWHUV7KLVVXEOHDVHDJUHHPHQWZLOOFRQWLQXHXQWLO-XQH$VRI'HFHPEHUZHDUHREOLJDWHGWRPDNHOHDVH
SD\PHQWVWRWDOLQJPLOOLRQSOXVDQ\RSHUDWLQJH[SHQVHVDQGWD[HVRYHUWKHOHDVHWHUP
,Q6HSWHPEHUZHHQWHUHGLQWRDQDJUHHPHQWWROHDVHVTXDUHIHHWRIODERUDWRU\DQGRIILFHVSDFHORFDWHGDW+RUWRQ6WUHHW
(PHU\YLOOH&DOLIRUQLDDWWKHUDWHRISHUVTXDUHIRRWSDLGRQDPRQWKO\EDVLV Ȑ+RUWRQ6WUHHW/HDVHȑ $VRI'HFHPEHUZHDUHREOLJDWHGWR
PDNHOHDVHSD\PHQWVWRWDOLQJPLOOLRQSOXVDQ\RSHUDWLQJH[SHQVHVDQGWD[HVRYHUWKH+RUWRQ6WUHHW/HDVHWHUP,Q-XO\ZHHQWHUHGLQWRDQ
DJUHHPHQWWRVXEOHDVHWKHHQWLUHVTXDUHIHHWWRDWKLUGSDUW\DWWKHUDWHRISHUVTXDUHIRRWSDLGRQDPRQWKO\EDVLV Ȑ+RUWRQ6WUHHW6XEOHDVHȑ 
%RWKWKH+RUWRQ6WUHHW/HDVHDQGWKH+RUWRQ6WUHHW6XEOHDVHZLOOFRQWLQXHXQWLO0DUFK
:HDOVROHDVHRXUIDFLOLW\LQ'¼VVHOGRUI*HUPDQ\ Ȑ'¼VVHOGRUI/HDVHȑ XQGHUDQRSHUDWLQJOHDVHWKDWH[SLUHVLQ0DUFKZLWKDQRSWLRQWR
UHQHZIRUWZRILYH\HDUWHUP$VRI'HFHPEHUZHDUHREOLJDWHGWRPDNHOHDVHSD\PHQWVWRWDOLQJPLOOLRQSOXVDQ\RSHUDWLQJH[SHQVHVDQG
WD[HVRYHUWKHOHDVHWHUP'XULQJZHDOVRHVWDEOLVKHGDOHWWHURIFUHGLWZLWK'HXWVFKH%DQNDVVHFXULW\IRURXU'¼VVHOGRUI/HDVHLQWKHDPRXQWRI
PLOOLRQ(XURV7KHOHWWHURIFUHGLWUHPDLQHGRXWVWDQGLQJWKURXJK'HFHPEHUDQGLVFROODWHUDOL]HGE\DFHUWLILFDWHRIGHSRVLWIRUPLOOLRQ(XURV
ZKLFKKDVEHHQLQFOXGHGLQUHVWULFWHGFDVKLQWKHFRQVROLGDWHGEDODQFHVKHHWVDVRI'HFHPEHUDQG
2Q)HEUXDU\ZHHQWHUHGLQWRDPLOOLRQWHUPORDQDJUHHPHQW Ȑ/RDQ$JUHHPHQWȑ ZLWK&5*6HUYLFLQJ//&:HERUURZHG
PLOOLRQXQGHUWKH/RDQ$JUHHPHQWDWFORVLQJDQGWKHUHPDLQLQJPLOOLRQLQ0DUFK FROOHFWLYHO\Ȑ7HUP/RDQVȑ $WRXURSWLRQXQWLO6HSWHPEHU
DSRUWLRQRIWKHLQWHUHVWSD\PHQWVPD\EHSDLGLQNLQGDQGWKHUHE\DGGHGWRWKHSULQFLSDO7KURXJK'HFHPEHUDSRUWLRQRIRXULQWHUHVW
ZDVSDLGLQNLQGZKLFKLQFUHDVHGWKHSULQFLSDODPRXQWRIWKH7HUP/RDQVWRPLOOLRQQHWRIGHEWGLVFRXQWRIPLOOLRQ,QFOXGHGLQRXUWRWDO
FRQWUDFWXDOREOLJDWLRQVRIPLOOLRQLVWKHSULQFLSDODPRXQWRIPLOOLRQSDLGLQNLQGLQWHUHVWRIPLOOLRQDQGWKHEDFNHQGIDFLOLW\IHHRI
PLOOLRQ7KH7HUP/RDQVKDYHDPDWXULW\GDWHRI'HFHPEHUXQOHVVHDUOLHUSUHSDLG
,Q)HEUXDU\ZHHQWHUHGLQWRDVXEOLFHQVHDJUHHPHQWZLWK0HUFN6KDUSH 'RKPH&RUS8QGHUWKHDJUHHPHQWZHSDLGWKHWKLUGDQGODVW
LQVWDOOPHQWRIPLOOLRQLQ)HEUXDU\
:HKDYHHQWHUHGLQWRPDWHULDOSXUFKDVHFRPPLWPHQWVZLWKFRPPHUFLDOPDQXIDFWXUHUVIRUWKHVXSSO\RI+(3/,6$9%7RWKHH[WHQWWKHVH
FRPPLWPHQWVDUHQRQFDQFHODEOHWKH\DUHUHIOHFWHGLQWKHDERYHWDEOH
,QDGGLWLRQWRWKHQRQFDQFHODEOHFRPPLWPHQWVLQFOXGHGDERYHZHKDYHHQWHUHGLQWRFRQWUDFWXDODUUDQJHPHQWVWKDWREOLJDWHXVWRPDNHSD\PHQWVWR
WKHFRQWUDFWXDOFRXQWHUSDUWLHVXSRQWKHRFFXUUHQFHRIIXWXUHHYHQWV,QDGGLWLRQLQWKHQRUPDOFRXUVHRIRSHUDWLRQVZHKDYHHQWHUHGLQWROLFHQVHDQGRWKHU
DJUHHPHQWVDQGLQWHQGWRFRQWLQXHWRVHHNDGGLWLRQDOULJKWVUHODWLQJWRFRPSRXQGVRUWHFKQRORJLHVLQFRQQHFWLRQZLWKRXUGLVFRYHU\PDQXIDFWXULQJDQG
GHYHORSPHQWSURJUDPV8QGHUWKHWHUPVRIWKHDJUHHPHQWVZHPD\EHUHTXLUHGWRSD\IXWXUHXSIURQWIHHVPLOHVWRQHVDQGUR\DOWLHVRQQHWVDOHVRI
SURGXFWVRULJLQDWLQJIURPWKHOLFHQVHGWHFKQRORJLHVLIDQ\RURWKHUSD\PHQWVFRQWLQJHQWXSRQWKHRFFXUUHQFHRIIXWXUHHYHQWVWKDWFDQQRWUHDVRQDEO\EH
HVWLPDWHG


:HDOVRUHO\RQDQGKDYHHQWHUHGLQWRDJUHHPHQWVZLWKUHVHDUFKLQVWLWXWLRQVFRQWUDFWUHVHDUFKRUJDQL]DWLRQVDQGFOLQLFDOLQYHVWLJDWRUVDVZHOODV
FOLQLFDOPDWHULDOPDQXIDFWXUHUV7KHVHDJUHHPHQWVDUHWHUPLQDEOHE\XVXSRQZULWWHQQRWLFH*HQHUDOO\ZHDUHOLDEOHRQO\IRUDFWXDOHIIRUWH[SHQGHGE\WKH
RUJDQL]DWLRQVDWDQ\SRLQWLQWLPHGXULQJWKHFRQWUDFWWKURXJKWKHQRWLFHSHULRG
,QFRQMXQFWLRQZLWKDILQDQFLQJDUUDQJHPHQWZLWK6\PSKRQ\'\QDPR,QFDQG6\PSKRQ\'\QDPR+ROGLQJV//& Ȑ+ROGLQJVȑ LQ1RYHPEHU
ZHDJUHHGWRPDNHFRQWLQJHQWFDVKSD\PHQWVWR+ROGLQJVHTXDOWRRIWKHILUVWPLOOLRQIURPDQ\XSIURQWSUHFRPPHUFLDOL]DWLRQPLOHVWRQHRU
VLPLODUSD\PHQWVUHFHLYHGE\XVIURPDQ\DJUHHPHQWZLWKDQ\WKLUGSDUW\ZLWKUHVSHFWWRWKHGHYHORSPHQWDQGRUFRPPHUFLDOL]DWLRQRIFDQFHUDQGKHSDWLWLV
&WKHUDSLHVRULJLQDOO\OLFHQVHGWR6\PSKRQ\'\QDPR,QFLQFOXGLQJ6':HKDYHPDGHQRSD\PHQWVDQGKDYHQRWUHFRUGHGDOLDELOLW\DVRI
'HFHPEHU
2IIEDODQFH6KHHW$UUDQJHPHQWV
:HGRQRWKDYHDQ\RIIEDODQFHVKHHWDUUDQJHPHQWVDVGHILQHGE\UXOHVHQDFWHGE\WKH6(&DQGDFFRUGLQJO\QRVXFKDUUDQJHPHQWVDUHOLNHO\WR
KDYHDFXUUHQWRUIXWXUHHIIHFWRQRXUILQDQFLDOSRVLWLRQ
,7(0$

48$17,7$7,9($1'48$/,7$7,9(',6&/2685(6$%2870$5.(75,6.

4XDQWLWDWLYHDQG4XDOLWDWLYH'LVFORVXUHDERXW0DUNHW5LVN
,QWHUHVW5DWH5LVN
:HDUHVXEMHFWWRLQWHUHVWUDWHULVN2XULQYHVWPHQWSRUWIROLRLVPDLQWDLQHGLQDFFRUGDQFHZLWKRXULQYHVWPHQWSROLF\ZKLFKGHILQHVDOORZDEOH
LQYHVWPHQWVVSHFLILHVFUHGLWTXDOLW\VWDQGDUGVDQGOLPLWVWKHFUHGLWH[SRVXUHRIDQ\VLQJOHLVVXHU7KHSULPDU\REMHFWLYHRIRXULQYHVWPHQWDFWLYLWLHVLVWR
SUHVHUYHSULQFLSDODQGVHFRQGDULO\WRPD[LPL]HLQFRPHZHUHFHLYHIURPRXULQYHVWPHQWVZLWKRXWVLJQLILFDQWO\LQFUHDVLQJULVN6RPHRIWKHVHFXULWLHVWKDW
ZHLQYHVWLQPD\KDYHPDUNHWULVN7KLVPHDQVWKDWDFKDQJHLQSUHYDLOLQJLQWHUHVWUDWHVPD\FDXVHWKHSULQFLSDODPRXQWRIWKHLQYHVWPHQWWRIOXFWXDWH7R
PLQLPL]HWKLVULVNZHPDLQWDLQRXUSRUWIROLRRIFDVKHTXLYDOHQWVDQGLQYHVWPHQWVLQVKRUWWHUPPRQH\PDUNHWIXQGV86JRYHUQPHQWDJHQF\VHFXULWLHV
86WUHDVXULHVDQGFRUSRUDWHGHEWVHFXULWLHV:HGRQRWLQYHVWLQDXFWLRQUDWHVHFXULWLHVRUVHFXULWLHVFROODWHUDOL]HGE\KRPHPRUWJDJHVPRUWJDJHEDQNGHEW
RUKRPHHTXLW\ORDQV:HGRQRWKDYHGHULYDWLYHILQDQFLDOLQVWUXPHQWVLQRXULQYHVWPHQWSRUWIROLR7RDVVHVVRXUULVNZHFDOFXODWHWKDWLILQWHUHVWUDWHVZHUH
WRULVHRUIDOOIURPFXUUHQWOHYHOVE\EDVLVSRLQWVRUE\EDVLVSRLQWVWKHSURIRUPDFKDQJHLQIDLUYDOXHRILQYHVWPHQWVZRXOGEHPLOOLRQRU
PLOOLRQUHVSHFWLYHO\
'XHWRWKHVKRUWGXUDWLRQDQGQDWXUHRIRXUFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHVDVZHOODVRXULQWHQWLRQWRKROGWKHLQYHVWPHQWVWRPDWXULW\
ZHGRQRWH[SHFWDQ\PDWHULDOORVVZLWKUHVSHFWWRRXULQYHVWPHQWSRUWIROLR
)RUHLJQ&XUUHQF\5LVN
:HKDYHFHUWDLQLQYHVWPHQWVRXWVLGHWKH86IRUWKHRSHUDWLRQVRI'\QDYD[*PE+ZLWKH[SRVXUHWRIRUHLJQH[FKDQJHUDWHIOXFWXDWLRQV7KH
FXPXODWLYHWUDQVODWLRQDGMXVWPHQWUHSRUWHGLQWKHFRQVROLGDWHGEDODQFHVKHHWDVRI'HFHPEHUZDVPLOOLRQSULPDULO\UHODWHGWRWUDQVODWLRQRI
'\QDYD[*PE+DVVHWVOLDELOLWLHVDQGRSHUDWLQJUHVXOWVIURP(XURVWR86GROODUV$VRI'HFHPEHUWKHHIIHFWRIRXUH[SRVXUHWRWKHVHH[FKDQJH
UDWHIOXFWXDWLRQVKDVQRWEHHQPDWHULDODQGZHGRQRWH[SHFWLWWREHFRPHPDWHULDOLQWKHIRUHVHHDEOHIXWXUH:HGRQRWKHGJHRXUIRUHLJQFXUUHQF\
H[SRVXUHVDQGKDYHQRWXVHGGHULYDWLYHILQDQFLDOLQVWUXPHQWVIRUVSHFXODWLRQRUWUDGLQJSXUSRVHV
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5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP

 3DJH1R





&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV

 



&RQVROLGDWHG%DODQFH6KHHWV


&RQVROLGDWHG6WDWHPHQWVRI2SHUDWLRQV


&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH/RVV


&RQVROLGDWHG6WDWHPHQWVRI6WRFNKROGHUVȍ(TXLW\


&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZV


1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV





























5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP
7RWKH6WRFNKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ
2SLQLRQRQWKH)LQDQFLDO6WDWHPHQWV
:HKDYHDXGLWHGWKHDFFRPSDQ\LQJFRQVROLGDWHGEDODQFHVKHHWVRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ WKH&RPSDQ\ DVRI'HFHPEHUDQG
WKHUHODWHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQVFRPSUHKHQVLYHORVVVWRFNKROGHUVȍHTXLW\DQGFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG
'HFHPEHUDQGWKHUHODWHGQRWHV FROOHFWLYHO\UHIHUUHGWRDVWKHȐFRQVROLGDWHGILQDQFLDOVWDWHPHQWVȑ ,QRXURSLQLRQWKHFRQVROLGDWHGILQDQFLDO
VWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWVWKHILQDQFLDOSRVLWLRQRIWKH&RPSDQ\DW'HFHPEHUDQGDQGWKHUHVXOWVRILWVRSHUDWLRQV
DQGLWVFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG'HFHPEHULQFRQIRUPLW\ZLWK86JHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV
:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG 8QLWHG6WDWHV  3&$2% WKH&RPSDQ\ V
LQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQFULWHULDHVWDEOLVKHGLQ,QWHUQDO&RQWURO,QWHJUDWHG)UDPHZRUNLVVXHGE\WKH
&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ IUDPHZRUN DQGRXUUHSRUWGDWHG0DUFKH[SUHVVHGDQXQTXDOLILHG
RSLQLRQWKHUHRQ
$GRSWLRQRI$681R
$VGLVFXVVHGLQ1RWHWRWKHILQDQFLDOVWDWHPHQWVWKH&RPSDQ\FKDQJHGLWVPHWKRGRIDFFRXQWLQJIRUOHDVHVLQGXHWRWKHDGRSWLRQRI$FFRXQWLQJ
6WDQGDUGV8SGDWH $68 1R/HDVHV 7RSLF DQGWKHUHODWHGDPHQGPHQWVHIIHFWLYH-DQXDU\
%DVLVIRU2SLQLRQ
7KHVHILQDQFLDOVWDWHPHQWVDUHWKHUHVSRQVLELOLW\RIWKH&RPSDQ\ȍVPDQDJHPHQW2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKH&RPSDQ\ȍVILQDQFLDO
VWDWHPHQWVEDVHGRQRXUDXGLWV:HDUHDSXEOLFDFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWREHLQGHSHQGHQWZLWKUHVSHFWWRWKH
&RPSDQ\LQDFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOHUXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQDQGWKH
3&$2%
:HFRQGXFWHGRXUDXGLWVLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQGSHUIRUPWKHDXGLWWRREWDLQUHDVRQDEOH
DVVXUDQFHDERXWZKHWKHUWKHILQDQFLDOVWDWHPHQWVDUHIUHHRIPDWHULDOPLVVWDWHPHQWZKHWKHUGXHWRHUURURUIUDXG2XUDXGLWVLQFOXGHGSHUIRUPLQJ
SURFHGXUHVWRDVVHVVWKHULVNVRIPDWHULDOPLVVWDWHPHQWRIWKHILQDQFLDOVWDWHPHQWVZKHWKHUGXHWRHUURURUIUDXGDQGSHUIRUPLQJSURFHGXUHVWKDWUHVSRQGWR
WKRVHULVNV6XFKSURFHGXUHVLQFOXGHGH[DPLQLQJRQDWHVWEDVLVHYLGHQFHUHJDUGLQJWKHDPRXQWVDQGGLVFORVXUHVLQWKHILQDQFLDOVWDWHPHQWV2XUDXGLWV
DOVRLQFOXGHGHYDOXDWLQJWKHDFFRXQWLQJSULQFLSOHVXVHGDQGVLJQLILFDQWHVWLPDWHVPDGHE\PDQDJHPHQWDVZHOODVHYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKH
ILQDQFLDOVWDWHPHQWV:HEHOLHYHWKDWRXUDXGLWVSURYLGHDUHDVRQDEOHEDVLVIRURXURSLQLRQ
V(UQVW <RXQJ//3
:HKDYHVHUYHGDVWKH&RPSDQ\ȍVDXGLWRUVLQFH
6DQ)UDQFLVFR&DOLIRUQLD
0DUFK
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$VVHWV
&XUUHQWDVVHWV
&DVKDQGFDVKHTXLYDOHQWV
0DUNHWDEOHVHFXULWLHVDYDLODEOHIRUVDOH
$FFRXQWVDQGRWKHUUHFHLYDEOHVQHW
,QYHQWRULHVQHW
3UHSDLGH[SHQVHVDQGRWKHUFXUUHQWDVVHWV
7RWDOFXUUHQWDVVHWV
3URSHUW\DQGHTXLSPHQWQHW
,QWDQJLEOHDVVHWVQHW
2SHUDWLQJOHDVHULJKWRIXVHDVVHWV
*RRGZLOO
5HVWULFWHGFDVK
2WKHUDVVHWV
7RWDODVVHWV



/LDELOLWLHVDQGVWRFNKROGHUVȍHTXLW\
&XUUHQWOLDELOLWLHV
$FFRXQWVSD\DEOH
$FFUXHGUHVHDUFKDQGGHYHORSPHQW
$FFUXHGOLDELOLWLHV
:DUUDQWOLDELOLW\
2WKHUFXUUHQWOLDELOLWLHV
7RWDOFXUUHQWOLDELOLWLHV
/RQJWHUPGHEWQHW
/RQJWHUPSRUWLRQRIOHDVHOLDELOLWLHV
2WKHUORQJWHUPOLDELOLWLHV
7RWDOOLDELOLWLHV
&RPPLWPHQWVDQGFRQWLQJHQFLHV 1RWH
6WRFNKROGHUVȍHTXLW\
3UHIHUUHGVWRFNSDUYDOXH
$XWKRUL]HGVKDUHV,VVXHGDQGRXWVWDQGLQJ
6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNȉVKDUHVDW'HFHPEHUDQG
QRVKDUHVDW'HFHPEHU
&RPPRQVWRFNSDUYDOXHVKDUHVDXWKRUL]HGDW'HFHPEHU
DQGDQGVKDUHVLVVXHGDQGRXWVWDQGLQJ
DW'HFHPEHUDQGUHVSHFWLYHO\
$GGLWLRQDOSDLGLQFDSLWDO
$FFXPXODWHGRWKHUFRPSUHKHQVLYHORVV
$FFXPXODWHGGHILFLW
7RWDOVWRFNKROGHUVȍHTXLW\
7RWDOOLDELOLWLHVDQGVWRFNKROGHUVȍHTXLW\




































'HFHPEHU

 
 
  
  
  
  
  
  
  
  
  
  
  
  
  






















































6HHDFFRPSDQ\LQJQRWHV
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5HYHQXHV
3URGXFWUHYHQXHQHW
&ROODERUDWLRQUHYHQXH
2WKHUUHYHQXH
7RWDOUHYHQXHV
2SHUDWLQJH[SHQVHV
&RVWRIVDOHVSURGXFW
&RVWRIVDOHVDPRUWL]DWLRQRILQWDQJLEOHDVVHWV
5HVHDUFKDQGGHYHORSPHQW
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYH
5HVWUXFWXULQJ
7RWDORSHUDWLQJH[SHQVHV
/RVVIURPRSHUDWLRQV
2WKHULQFRPH H[SHQVH 
,QWHUHVWLQFRPH
,QWHUHVWH[SHQVH
6XEOHDVHLQFRPH
&KDQJHLQIDLUYDOXHRIZDUUDQWOLDELOLW\
2WKHULQFRPH H[SHQVH QHW
1HWORVV
3UHIHUUHGVWRFNGHHPHGGLYLGHQG

























1HWORVVDOORFDEOHWRFRPPRQVWRFNKROGHUV

 

  

  



1HWORVVSHUVKDUHDOORFDEOHWRFRPPRQVWRFNKROGHUV
EDVLFDQGGLOXWHG

 

  

  



:HLJKWHGDYHUDJHVKDUHVXVHGWRFRPSXWHEDVLFDQGGLOXWHG
QHWORVVSHUVKDUHDOORFDEOHWRFRPPRQVWRFNKROGHUV

 

  

  







<HDU(QGHG'HFHPEHU
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<HDU(QGHG'HFHPEHU














 
 


  
  


  
  

















1HWORVV
2WKHUFRPSUHKHQVLYH ORVV LQFRPHQHWRIWD[
8QUHDOL]HGJDLQ ORVV RQPDUNHWDEOHVHFXULWLHVDYDLODEOHIRUVDOH
&XPXODWLYHIRUHLJQFXUUHQF\WUDQVODWLRQDGMXVWPHQWV
7RWDORWKHUFRPSUHKHQVLYH ORVV LQFRPH
7RWDOFRPSUHKHQVLYHORVV


6HHDFFRPSDQ\LQJQRWHV
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%DODQFHVDW'HFHPEHU
,VVXDQFHRIFRPPRQVWRFNXSRQ
H[HUFLVHRIVWRFNRSWLRQVDQG
UHVWULFWHGVWRFNDZDUGVQHW
,VVXDQFHRIFRPPRQVWRFNXQGHU
(PSOR\HH6WRFN3XUFKDVH3ODQ
,VVXDQFHRIFRPPRQVWRFNQHWRI
LVVXDQFHFRVWV
6WRFNFRPSHQVDWLRQH[SHQVH
7RWDORWKHUFRPSUHKHQVLYHLQFRPH
1HWORVV
%DODQFHVDW'HFHPEHU
,VVXDQFH ZLWKKROGLQJ RI
FRPPRQVWRFNXSRQ
H[HUFLVHRIVWRFNRSWLRQV
DQGUHVWULFWHGVWRFN
DZDUGVQHW
,VVXDQFHRIFRPPRQVWRFNXQGHU
(PSOR\HH6WRFN3XUFKDVH3ODQ
6WRFNFRPSHQVDWLRQH[SHQVH
7RWDORWKHUFRPSUHKHQVLYHORVV
1HWORVV
%DODQFHVDW'HFHPEHU
,VVXDQFHRIFRPPRQVWRFN
XSRQH[HUFLVHRIVWRFN
RSWLRQVDQGUHVWULFWHG
VWRFNDZDUGVQHW
,VVXDQFHRIFRPPRQVWRFNXQGHU
(PSOR\HH6WRFN3XUFKDVH3ODQ
,VVXDQFHRIFRPPRQVWRFNQHWRI
LVVXDQFHFRVWVLQFRQMXQFWLRQ
ZLWKDQXQGHUZULWWHQSXEOLF
RIIHULQJDQGDQ$W0DUNHW6DOHV
$JUHHPHQW VHH1RWH
,VVXDQFHRI6HULHV%&RQYHUWLEOH
3UHIHUUHG6WRFNQHWRILVVXDQFH
FRVWVLQFRQMXQFWLRQZLWKDQ
XQGHUZULWWHQSXEOLFRIIHULQJ
 VHH1RWH
6WRFNFRPSHQVDWLRQH[SHQVH
7RWDORWKHUFRPSUHKHQVLYHORVV
1HWORVV
%DODQFHVDW'HFHPEHU



 
&RPPRQ6WRFN



 
 



 



3UHIHUUHG6WRFN

 



 

 



 



$GGLWLRQDO
3DLG,Q

6KDUHV   3DU$PRXQW   6KDUHV   3DU$PRXQW  
&DSLWDO
 




 
  


 
  
   

 
 












 












   
   
 



 













   
 



 













  
  
 



 













  




 





















  
  

 
 
 
 
  









  



 
 
 
 
  































   
   
 
 


 













  
 
 


 













 



 






 

 


$FFXPXODWHG
7RWDO
2WKHU
6WRFNKROGHUV
&RPSUHKHQVLYH
$FFXPXODWHG
(TXLW\

/RVV ,QFRPH
 
'HILFLW
 






 

  
  


 















  


















  
  


















  


















 
 
 
 
 

 


 
 


 

 

   

  





  

  

  

  



 

   

  





  

   

  

  

 

 

   

   





  

   

  

  

 











 





 

 
 
 
 
  


















































6HHDFFRPSDQ\LQJQRWHV
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<HDU(QGHG'HFHPEHU



2SHUDWLQJDFWLYLWLHV
1HWORVV
$GMXVWPHQWVWRUHFRQFLOHQHWORVVWRQHWFDVKXVHGLQRSHUDWLQJDFWLYLWLHV
'HSUHFLDWLRQDQGDPRUWL]DWLRQ
$PRUWL]DWLRQRIULJKWRIXVHDVVHWV
/RVV JDLQ RQGLVSRVDORISURSHUW\DQGHTXLSPHQW
$FFUHWLRQRIGLVFRXQWVDQGDPRUWL]DWLRQRISUHPLXPVRQPDUNHWDEOH
VHFXULWLHV
&KDQJHLQIDLUYDOXHRIZDUUDQWOLDELOLW\
5HYHUVDORIGHIHUUHGUHQWXSRQOHDVHDPHQGPHQW
6WRFNFRPSHQVDWLRQH[SHQVH
&RVWRIVDOHVDPRUWL]DWLRQRILQWDQJLEOHDVVHWV
1RQFDVKLQWHUHVWH[SHQVH
7HQDQWLPSURYHPHQWVSURYLGHGE\WKHODQGORUG
&KDQJHVLQRSHUDWLQJDVVHWVDQGOLDELOLWLHV
$FFRXQWVDQGRWKHUUHFHLYDEOHVQHW
,QYHQWRULHVQHW
3UHSDLGH[SHQVHVDQGRWKHUFXUUHQWDVVHWV
2WKHUDVVHWV
$FFRXQWVSD\DEOH
/HDVHOLDELOLWLHV
$FFUXHGOLDELOLWLHVDQGRWKHUORQJWHUPOLDELOLWLHV
1HWFDVKXVHGLQRSHUDWLQJDFWLYLWLHV
,QYHVWLQJDFWLYLWLHV
$FTXLVLWLRQRIWHFKQRORJ\OLFHQVHV
3XUFKDVHVRIPDUNHWDEOHVHFXULWLHV
3URFHHGVIURPPDWXULWLHVDQGUHGHPSWLRQVRIPDUNHWDEOHVHFXULWLHV
3XUFKDVHVRISURSHUW\DQGHTXLSPHQWQHW
1HWFDVK XVHGLQ SURYLGHGE\LQYHVWLQJDFWLYLWLHV
)LQDQFLQJDFWLYLWLHV
3URFHHGVIURPORQJWHUPGHEWQHW
3URFHHGVIURPLVVXDQFHVRIFRPPRQVWRFNQHW
3URFHHGVIURPLVVXDQFHVRISUHIHUUHGVWRFNQHW
3URFHHGV WD[ZLWKKROGLQJ IURPH[HUFLVHRIVWRFNRSWLRQVDQGUHVWULFWHG
VWRFNDZDUGVQHW
3URFHHGVIURP(PSOR\HH6WRFN3XUFKDVH3ODQ
1HWFDVKSURYLGHGE\ILQDQFLQJDFWLYLWLHV
(IIHFWRIH[FKDQJHUDWHFKDQJHVRQFDVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVK
1HW GHFUHDVH LQFUHDVHLQFDVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVK
&DVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKDWEHJLQQLQJRI\HDU
&DVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKDWHQGRI\HDU



 





$V$GMXVWHG

 










 

 




  
 
  
 
 
 

  
 
  
 
 
 

























































































 








 





 






































 








 





 































































































6XSSOHPHQWDOGLVFORVXUHRIFDVKIORZLQIRUPDWLRQ
&DVKSDLGGXULQJWKH\HDUIRULQWHUHVW

  
 

  
 

  
 

5HOHDVHRIDFFUXDOIRUOLWLJDWLRQVHWWOHPHQWDQGLQVXUDQFHUHFRYHU\

 





1RQFDVKLQYHVWLQJDQGILQDQFLQJDFWLYLWLHV
1RQFDVKDFTXLVLWLRQRIWHFKQRORJ\OLFHQVH

  
 

  
 





  
 














3XUFKDVHVRISURSHUW\DQGHTXLSPHQWQRW\HWSDLG

 





 



3URFHHGVDOORFDWHGWRZDUUDQWOLDELOLW\DWLVVXDQFH

 





 



5LJKWRIXVHDVVHWVREWDLQHGLQH[FKDQJHIRURSHUDWLQJOHDVHOLDELOLWLHV

 














6HHDFFRPSDQ\LQJQRWHV
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2UJDQL]DWLRQ

'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ ȐZHȑȐRXUȑȐXVȑȐ'\QDYD[ȑRUWKHȐ&RPSDQ\ȑ LVDFRPPHUFLDOVWDJHELRSKDUPDFHXWLFDOFRPSDQ\
GHYHORSLQJDQGFRPPHUFLDOL]LQJQRYHOYDFFLQHV:HODXQFKHGRXUILUVWSURGXFW+(3/,6$9%n>+HSDWLWLV%9DFFLQH 5HFRPELQDQW $GMXYDQWHG@LQ
)HEUXDU\IROORZLQJ8QLWHG6WDWHV)RRGDQG'UXJ$GPLQLVWUDWLRQ Ȑ)'$ȑ DSSURYDOIRUSUHYHQWLRQRILQIHFWLRQFDXVHGE\DOONQRZQVXEW\SHVRI
KHSDWLWLV%YLUXVLQDGXOWVDJH\HDUVDQGROGHU:HZHUHLQFRUSRUDWHGLQ&DOLIRUQLDLQ$XJXVWXQGHUWKHQDPH'RXEOH+HOL[&RUSRUDWLRQDQGZH
FKDQJHGRXUQDPHWR'\QDYD[7HFKQRORJLHV&RUSRUDWLRQLQ6HSWHPEHU:HUHLQFRUSRUDWHGLQ'HODZDUHLQ





6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV

%DVLVRI3UHVHQWDWLRQDQG3ULQFLSOHVRI&RQVROLGDWLRQ
7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHSUHSDUHGLQDFFRUGDQFHZLWK86JHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV Ȑ*$$3ȑ DQGLQFOXGHRXU
DFFRXQWVDQGWKRVHRIRXUZKROO\RZQHGVXEVLGLDU\'\QDYD[*PE+ORFDWHGLQ'¼VVHOGRUI*HUPDQ\$OOVLJQLILFDQWLQWHUFRPSDQ\DFFRXQWVDQG
WUDQVDFWLRQVDPRQJWKHHQWLWLHVKDYHEHHQHOLPLQDWHGIURPWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV:HRSHUDWHLQRQHEXVLQHVVVHJPHQWGLVFRYHU\
GHYHORSPHQWDQGFRPPHUFLDOL]DWLRQRIQRYHOYDFFLQHV
/LTXLGLW\DQG)LQDQFLDO&RQGLWLRQ
$VRI'HFHPEHUZHKDGFDVKFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHVRIPLOOLRQ
7KH&RPSDQ\KDVLQFXUUHGORVVHVDQGQHJDWLYHFDVKIORZVIURPRSHUDWLRQVVLQFHLWVLQFHSWLRQDQGH[SHFWVWRLQFXURSHUDWLQJORVVHVIRUWKH
IRUHVHHDEOHIXWXUHDVZHFRQWLQXHWRLQYHVWLQFRPPHUFLDOL]DWLRQRI+(3/,6$9%,IZHFDQQRWJHQHUDWHDVXIILFLHQWDPRXQWRIUHYHQXHIURPSURGXFWVDOHV
ZHZLOOQHHGWRILQDQFHRXURSHUDWLRQVWKURXJKVWUDWHJLFDOOLDQFHDQGOLFHQVLQJDUUDQJHPHQWVDQGRUIXWXUHSXEOLFRUSULYDWHGHEWDQGHTXLW\ILQDQFLQJV
$GHTXDWHILQDQFLQJPD\QRWEHDYDLODEOHWRXVRQDFFHSWDEOHWHUPVRUDWDOO
:HFXUUHQWO\DQWLFLSDWHWKDWRXUFDVKFDVKHTXLYDOHQWVDQGVKRUWWHUPPDUNHWDEOHVHFXULWLHVDVRI'HFHPEHUDQGDQWLFLSDWHGUHYHQXHV
IURP+(3/,6$9%ZLOOEHVXIILFLHQWWRIXQGRXURSHUDWLRQVIRUDWOHDVWWKHQH[WPRQWKVIURPWKHGDWHRIWKLVILOLQJ
2XUDELOLW\WRUDLVHDGGLWLRQDOFDSLWDOLQWKHHTXLW\DQGGHEWPDUNHWVVKRXOGZHFKRRVHWRGRVRLVGHSHQGHQWRQDQXPEHURIIDFWRUVLQFOXGLQJEXW
QRWOLPLWHGWRWKHPDUNHWGHPDQGIRURXUFRPPRQVWRFNZKLFKLWVHOILVVXEMHFWWRDQXPEHURIGHYHORSPHQWDQGEXVLQHVVULVNVDQGXQFHUWDLQWLHVRXU
FUHGLWZRUWKLQHVVDQGWKHXQFHUWDLQW\WKDWZHZRXOGEHDEOHWRUDLVHVXFKDGGLWLRQDOFDSLWDODWDSULFHRURQWHUPVWKDWDUHIDYRUDEOHWRXV5DLVLQJDGGLWLRQDO
IXQGVWKURXJKWKHLVVXDQFHRIHTXLW\RUGHEWVHFXULWLHVFRXOGUHVXOWLQGLOXWLRQWRRXUH[LVWLQJVWRFNKROGHUVLQFUHDVHGIL[HGSD\PHQWREOLJDWLRQVRUERWK,Q
DGGLWLRQWKHVHVHFXULWLHVPD\KDYHULJKWVVHQLRUWRWKRVHRIRXUFRPPRQVWRFNDQGFRXOGLQFOXGHFRYHQDQWVWKDWZRXOGUHVWULFWRXURSHUDWLRQV
8VHRI(VWLPDWHV
7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\ZLWK*$$3UHTXLUHVPDQDJHPHQWWRPDNHLQIRUPHGHVWLPDWHVDQGDVVXPSWLRQVWKDWDIIHFWWKH
DPRXQWVUHSRUWHGLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGDFFRPSDQ\LQJQRWHV0DQDJHPHQWȍVHVWLPDWHVDUHEDVHGRQKLVWRULFDOLQIRUPDWLRQDYDLODEOH
DVRIWKHGDWHRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGYDULRXVRWKHUDVVXPSWLRQVZHEHOLHYHDUHUHDVRQDEOHXQGHUWKHFLUFXPVWDQFHV$FWXDOUHVXOWV
FRXOGGLIIHUPDWHULDOO\IURPWKHVHHVWLPDWHV


)RUHLJQ&XUUHQF\7UDQVODWLRQ
:HFRQVLGHUWKHORFDOFXUUHQF\WREHWKHIXQFWLRQDOFXUUHQF\IRURXULQWHUQDWLRQDOVXEVLGLDU\'\QDYD[*PE+$FFRUGLQJO\DVVHWVDQGOLDELOLWLHV
GHQRPLQDWHGLQWKLVIRUHLJQFXUUHQF\DUHWUDQVODWHGLQWR86GROODUVXVLQJWKHH[FKDQJHUDWHLQHIIHFWRQWKHEDODQFHVKHHWGDWH5HYHQXHVDQGH[SHQVHVDUH
WUDQVODWHGDWDYHUDJHH[FKDQJHUDWHVSUHYDLOLQJGXULQJWKH\HDU&XUUHQF\WUDQVODWLRQDGMXVWPHQWVDULVLQJIURPSHULRGWRSHULRGDUHFKDUJHGRUFUHGLWHGWR
DFFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPH ORVV LQVWRFNKROGHUVȍHTXLW\)RUWKH\HDUVHQGHG'HFHPEHUDQGZHUHSRUWHGDQ
XQUHDOL]HG ORVV JDLQRI  PLOOLRQ  PLOOLRQDQGPLOOLRQUHVSHFWLYHO\5HDOL]HGJDLQVDQGORVVHVUHVXOWLQJIURPFXUUHQF\WUDQVDFWLRQVDUH
LQFOXGHGLQRWKHULQFRPH H[SHQVH LQWKHFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV)RUWKH\HDUVHQGHG'HFHPEHUDQGZHUHSRUWHGD
JDLQ ORVV RIPLOOLRQPLOOLRQDQG  PLOOLRQUHVSHFWLYHO\UHVXOWLQJIURPFXUUHQF\WUDQVDFWLRQVLQRXUFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV
&DVK&DVK(TXLYDOHQWVDQG0DUNHWDEOH6HFXULWLHV
:HFRQVLGHUDOOOLTXLGLQYHVWPHQWVSXUFKDVHGZLWKDQRULJLQDOPDWXULW\RIWKUHHPRQWKVRUOHVVDQGWKDWFDQEHOLTXLGDWHGZLWKRXWSULRUQRWLFHRU
SHQDOW\WREHFDVKHTXLYDOHQWV0DQDJHPHQWGHWHUPLQHVWKHDSSURSULDWHFODVVLILFDWLRQRIPDUNHWDEOHVHFXULWLHVDWWKHWLPHRISXUFKDVH,QDFFRUGDQFHZLWK
RXULQYHVWPHQWSROLF\ZHLQYHVWLQVKRUWWHUPPRQH\PDUNHWIXQGV86WUHDVXULHV86JRYHUQPHQWDJHQF\VHFXULWLHVDQGFRUSRUDWHGHEWVHFXULWLHV:H
EHOLHYHWKHVHW\SHVRILQYHVWPHQWVDUHVXEMHFWWRPLQLPDOFUHGLWDQGPDUNHWULVN
:HKDYHFODVVLILHGRXUHQWLUHLQYHVWPHQWSRUWIROLRDVDYDLODEOHIRUVDOHDQGDYDLODEOHIRUXVHLQFXUUHQWRSHUDWLRQVDQGDFFRUGLQJO\KDYHFODVVLILHG
DOOLQYHVWPHQWVDVVKRUWWHUP$YDLODEOHIRUVDOHVHFXULWLHVDUHFDUULHGDWIDLUYDOXHEDVHGRQLQSXWVWKDWDUHREVHUYDEOHHLWKHUGLUHFWO\RULQGLUHFWO\VXFKDV
TXRWHGPDUNHWSULFHVIRUVLPLODUVHFXULWLHVTXRWHGSULFHVLQPDUNHWVWKDWDUHQRWDFWLYHRURWKHULQSXWVWKDWDUHREVHUYDEOHRUFDQEHFRUURERUDWHGE\
REVHUYDEOHPDUNHWGDWDIRUVXEVWDQWLDOO\WKHIXOOWHUPRIWKHVHFXULWLHVZLWKXQUHDOL]HGJDLQVDQGORVVHVLQFOXGHGLQDFFXPXODWHGRWKHUFRPSUHKHQVLYHORVV
LQVWRFNKROGHUVȍHTXLW\5HDOL]HGJDLQVDQGORVVHVDQGGHFOLQHVLQYDOXHLIDQ\MXGJHGWREHRWKHUWKDQWHPSRUDU\RQDYDLODEOHIRUVDOHVHFXULWLHVDUH
LQFOXGHGLQLQWHUHVWLQFRPHRUH[SHQVH7KHFRVWRIVHFXULWLHVVROGLVEDVHGRQWKHVSHFLILFLGHQWLILFDWLRQPHWKRG0DQDJHPHQWDVVHVVHVZKHWKHUGHFOLQHVLQ
WKHIDLUYDOXHRILQYHVWPHQWVHFXULWLHVDUHRWKHUWKDQWHPSRUDU\,QGHWHUPLQLQJZKHWKHUDGHFOLQHLVRWKHUWKDQWHPSRUDU\PDQDJHPHQWFRQVLGHUVWKH
IROORZLQJIDFWRUV


ȕ

ZKHWKHUWKHLQYHVWPHQWKDVEHHQLQDFRQWLQXRXVUHDOL]HGORVVSRVLWLRQIRURYHUPRQWKV



ȕ

WKHGXUDWLRQWRPDWXULW\RIRXULQYHVWPHQWV



ȕ

RXULQWHQWLRQDQGDELOLW\WRKROGWKHLQYHVWPHQWWRPDWXULW\DQGLILWLVQRWPRUHOLNHO\WKDQQRWWKDWZHZLOOEHUHTXLUHGWRVHOOWKHLQYHVWPHQW
EHIRUHUHFRYHU\RIWKHDPRUWL]HGFRVWEDVHV



ȕ

WKHFUHGLWUDWLQJILQDQFLDOFRQGLWLRQDQGQHDUWHUPSURVSHFWVRIWKHLVVXHUDQG



ȕ

WKHW\SHRILQYHVWPHQWVPDGH

7RGDWHWKHUHKDYHEHHQQRGHFOLQHVLQIDLUYDOXHWKDWKDYHEHHQLGHQWLILHGDVRWKHUWKDQWHPSRUDU\
&RQFHQWUDWLRQRI&UHGLW5LVNDQG2WKHU5LVNVDQG8QFHUWDLQWLHV
)LQDQFLDOLQVWUXPHQWVWKDWDUHVXEMHFWWRFRQFHQWUDWLRQRIFUHGLWULVNFRQVLVWSULPDULO\RIFDVKHTXLYDOHQWVPDUNHWDEOHVHFXULWLHVDQGDFFRXQWV
UHFHLYDEOH
2XUSROLF\LVWRLQYHVWFDVKLQLQVWLWXWLRQDOPRQH\PDUNHWIXQGVDQGPDUNHWDEOHVHFXULWLHVRIWKH86JRYHUQPHQWDQGFRUSRUDWHLVVXHUVZLWKKLJK
FUHGLWTXDOLW\WROLPLWWKHDPRXQWRIFUHGLWH[SRVXUH:HFXUUHQWO\PDLQWDLQDSRUWIROLRRIFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHVLQDYDULHW\RI
VHFXULWLHVLQFOXGLQJVKRUWWHUPPRQH\PDUNHWIXQGV86WUHDVXULHV86JRYHUQPHQWDJHQF\VHFXULWLHVDQGFRUSRUDWHGHEWVHFXULWLHV:HKDYHQRW
H[SHULHQFHGDQ\ORVVHVRQRXUFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHV
2XUDFFRXQWVUHFHLYDEOHEDODQFHFRQVLVWVSULPDULO\RIDPRXQWVGXHIURPSURGXFWVDOHV$FFRXQWVUHFHLYDEOHDUHUHFRUGHGQHWRIUHVHUYHVIRU
FKDUJHEDFNVGLVWULEXWLRQIHHVWUDGHGLVFRXQWVDQGGRXEWIXODFFRXQWV:HHVWLPDWHRXUDOORZDQFHIRUGRXEWIXODFFRXQWVEDVHGRQDQHYDOXDWLRQRIWKHDJLQJ
RIRXUUHFHLYDEOHV$FFRXQWVUHFHLYDEOHEDODQFHVDUHZULWWHQRIIDJDLQVWWKHDOORZDQFHZKHQLWLVSUREDEOHWKDWWKHUHFHLYDEOHZLOOQRWEHFROOHFWHG7RGDWH
ZHKDYHQRWUHFRUGHGDQ\DOORZDQFHIRUGRXEWIXODFFRXQWV


2XUSURGXFWFDQGLGDWHVZLOOUHTXLUHDSSURYDOIURPWKH)'$DQGIRUHLJQUHJXODWRU\DJHQFLHVEHIRUHFRPPHUFLDOVDOHVFDQFRPPHQFH7KHUHFDQEH
QRDVVXUDQFHWKDWRXUSURGXFWVZLOOUHFHLYHDQ\RIWKHVHUHTXLUHGDSSURYDOV7KHGHQLDORUGHOD\RIVXFKDSSURYDOVPD\KDYHDPDWHULDODGYHUVHLPSDFWRQ
RXUEXVLQHVVDQGPD\LPSDFWRXUEXVLQHVVLQWKHIXWXUH,QDGGLWLRQDIWHUWKHDSSURYDORI+(3/,6$9%E\WKH)'$WKHUHLVVWLOODQRQJRLQJULVNRIDGYHUVH
HYHQWVWKDWGLGQRWDSSHDUGXULQJWKHGUXJDSSURYDOSURFHVV
:HDUHVXEMHFWWRULVNVFRPPRQWRFRPSDQLHVLQWKHELRSKDUPDFHXWLFDOLQGXVWU\LQFOXGLQJEXWQRWOLPLWHGWRQHZWHFKQRORJLFDOLQQRYDWLRQV
FOLQLFDOGHYHORSPHQWULVNHVWDEOLVKPHQWRIDSSURSULDWHFRPPHUFLDOSDUWQHUVKLSVSURWHFWLRQRISURSULHWDU\WHFKQRORJ\FRPSOLDQFHZLWKJRYHUQPHQWDQG
HQYLURQPHQWDOUHJXODWLRQVXQFHUWDLQW\RIPDUNHWDFFHSWDQFHRISURGXFWFDQGLGDWHVSURGXFWOLDELOLW\WKHYRODWLOLW\RIRXUVWRFNSULFHDQGWKHQHHGWRREWDLQ
DGGLWLRQDOILQDQFLQJ
'XULQJWKH\HDUHQGHG'HFHPEHUDQGDQGUHVSHFWLYHO\RIRXUUHYHQXHVZHUHHDUQHGLQWKH8QLWHG6WDWHV$V
RI'HFHPEHUDQGDQGUHVSHFWLYHO\RIRXUORQJOLYHGDVVHWVZHUHORFDWHGLQWKH8QLWHG6WDWHVDQGWKHUHPDLQLQJORQJOLYHGDVVHWV
ZHUHORFDWHGLQ*HUPDQ\
2XUVRXUFHRISURGXFWUHYHQXHFRQVLVWVRIVDOHVRI+(3/,6$9%:HKDYHHQWHUHGLQWRGLVWULEXWLRQDJUHHPHQWVZLWKDOLPLWHGQXPEHURI
ZKROHVDOHUVDQGVSHFLDOW\GLVWULEXWRUVLQWKH86$OORIRXUSURGXFWUHYHQXHLVIURPWKHVHFXVWRPHUV)RUWKH\HDUHQGHG'HFHPEHUDQGRXU
WKUHHODUJHVWFXVWRPHUVFROOHFWLYHO\UHSUHVHQWHGDSSUR[LPDWHO\DQGRIRXUSURGXFWUHYHQXHUHVSHFWLYHO\$VRI'HFHPEHUDQGRXU
WKUHHODUJHVWFXVWRPHUVFROOHFWLYHO\UHSUHVHQWHGDSSUR[LPDWHO\DQGRIRXUWUDGHUHFHLYDEOHEDODQFH
,QYHQWRULHV
,QYHQWRU\LVVWDWHGDWWKHORZHURIFRVWRUHVWLPDWHGQHWUHDOL]DEOHYDOXHRQDILUVWLQILUVWRXWRU),)2EDVLV:HSULPDULO\XVHDFWXDOFRVWVWR
GHWHUPLQHRXUFRVWEDVLVIRULQYHQWRULHV2XUDVVHVVPHQWRIPDUNHWYDOXHUHTXLUHVWKHXVHRIHVWLPDWHVUHJDUGLQJWKHQHWUHDOL]DEOHYDOXHRIRXULQYHQWRU\
EDODQFHVLQFOXGLQJDQDVVHVVPHQWRIH[FHVVRUREVROHWHLQYHQWRU\:HGHWHUPLQHH[FHVVRUREVROHWHLQYHQWRU\EDVHGRQPXOWLSOHIDFWRUVLQFOXGLQJDQ
HVWLPDWHRIWKHIXWXUHGHPDQGIRURXUSURGXFWVSURGXFWH[SLUDWLRQGDWHVDQGFXUUHQWVDOHVOHYHOV2XUDVVXPSWLRQVRIIXWXUHGHPDQGIRURXUSURGXFWVDUH
LQKHUHQWO\XQFHUWDLQDQGLIZHZHUHWRFKDQJHDQ\RIWKHVHMXGJPHQWVRUHVWLPDWHVLWFRXOGFDXVHDPDWHULDOLQFUHDVHRUGHFUHDVHLQWKHDPRXQWRILQYHQWRU\
UHVHUYHVWKDWZHUHSRUWLQDSDUWLFXODUSHULRG
:HFRQVLGHUUHJXODWRU\DSSURYDORISURGXFWFDQGLGDWHVWREHXQFHUWDLQDQGSURGXFWPDQXIDFWXUHGSULRUWRUHJXODWRU\DSSURYDOPD\QRWEHVROG
XQOHVVUHJXODWRU\DSSURYDOLVREWDLQHG$VVXFKWKHPDQXIDFWXULQJFRVWVIRUSURGXFWFDQGLGDWHVLQFXUUHGSULRUWRUHJXODWRU\DSSURYDODUHQRWFDSLWDOL]HGDV
LQYHQWRU\EXWDUHH[SHQVHGDVUHVHDUFKDQGGHYHORSPHQWFRVWV:HEHJLQFDSLWDOL]DWLRQRIWKHVHLQYHQWRU\UHODWHGFRVWVRQFHUHJXODWRU\DSSURYDOLV
REWDLQHG
+(3/,6$9%ZDVDSSURYHGE\WKH)'$RQ1RYHPEHUDWZKLFKWLPHZHEHJDQWRFDSLWDOL]HLQYHQWRU\FRVWVDVVRFLDWHGZLWKWKHYLDO
SUHVHQWDWLRQRI+(3/,6$9%,Q0DUFKZHUHFHLYHGUHJXODWRU\DSSURYDORIWKHSUHILOOHGV\ULQJH Ȑ3)6ȑ SUHVHQWDWLRQRI+(3/,6$9%3ULRUWR
)'$DSSURYDORI+(3/,6$9%DOOFRVWVUHODWHGWRWKHPDQXIDFWXULQJRI+(3/,6$9%WKDWFRXOGSRWHQWLDOO\EHDYDLODEOHWRVXSSRUWWKHFRPPHUFLDOODXQFK
RIRXUSURGXFWVZHUHFKDUJHGWRUHVHDUFKDQGGHYHORSPHQWH[SHQVHLQWKHSHULRGLQFXUUHGDVWKHUHZDVQRDOWHUQDWLYHIXWXUHXVH3ULRUWRUHJXODWRU\
DSSURYDORI3)6FRVWVDVVRFLDWHGZLWKUHVXPLQJRSHUDWLQJDFWLYLWLHVDWWKH'¼VVHOGRUIPDQXIDFWXULQJIDFLOLW\ZHUHDOVRLQFOXGHGLQUHVHDUFKDQG
GHYHORSPHQWH[SHQVH6XEVHTXHQWWRUHJXODWRU\DSSURYDORI3)6FRVWVDVVRFLDWHGZLWKUHVXPLQJPDQXIDFWXULQJDFWLYLWLHVDWWKH'¼VVHOGRUIIDFLOLW\ZHUH
LQFOXGHGLQFRVWRIVDOHVȈSURGXFWXQWLOFRPPHUFLDOSURGXFWLRQUHVXPHGLQPLGDWZKLFKWLPHWKHVHFRVWVZHUHUHFRUGHGDVUDZPDWHULDOVLQYHQWRU\
,QWDQJLEOH$VVHWV
:HUHFRUGGHILQLWHOLYHGLQWDQJLEOHDVVHWVUHODWHGWRFHUWDLQFDSLWDOL]HGPLOHVWRQHDQGVXEOLFHQVHSD\PHQWV$IWHUGHWHUPLQLQJWKDWWKHSDWWHUQRI
IXWXUHFDVKIORZVDVVRFLDWHGZLWKLQWDQJLEOHDVVHWFRXOGQRWEHUHOLDEO\HVWLPDWHGZLWKDKLJKOHYHORISUHFLVLRQWKHVHDVVHWVDUHDPRUWL]HGRQDVWUDLJKWOLQH
EDVLVRYHUWKHLUUHPDLQLQJXVHIXOOLYHVZKLFKDUHHVWLPDWHGWREHWKHUHPDLQLQJSDWHQWOLIH:HDVVHVVRXULQWDQJLEOHDVVHWVIRULPSDLUPHQWLILQGLFDWRUVDUH
SUHVHQWRUFKDQJHVLQFLUFXPVWDQFHVXJJHVWWKDWLPSDLUPHQWPD\H[LVW1RLPSDLUPHQWKDVEHHQLGHQWLILHGGXULQJWKH\HDUVSUHVHQWHG


/RQJ/LYHG$VVHWV
3URSHUW\DQGHTXLSPHQWDUHUHFRUGHGDWFRVW'HSUHFLDWLRQLVFRPSXWHGXVLQJWKHVWUDLJKWOLQHPHWKRGRYHUWKHHVWLPDWHGXVHIXOOLYHVRIWKH
UHVSHFWLYHDVVHWV$GGLWLRQVPDMRUUHQHZDOVDQGLPSURYHPHQWVDUHFDSLWDOL]HGDQGUHSDLUDQGPDLQWHQDQFHFRVWVDUHFKDUJHGWRH[SHQVHDVLQFXUUHG
/HDVHKROGLPSURYHPHQWVDUHDPRUWL]HGRYHUWKHUHPDLQLQJOLIHRIWKHLQLWLDOOHDVHWHUPRUWKHHVWLPDWHGXVHIXOOLYHVRIWKHDVVHWVZKLFKHYHULVVKRUWHU
:HHYDOXDWHWKHFDUU\LQJYDOXHRIORQJOLYHGDVVHWVZKHQHYHUHYHQWVRUFKDQJHVLQEXVLQHVVFLUFXPVWDQFHVRURXUSODQQHGXVHRIORQJOLYHGDVVHWV
LQGLFDWHEDVHGRQXQGLVFRXQWHGIXWXUHRSHUDWLQJFDVKIORZVWKDWWKHLUFDUU\LQJDPRXQWVPD\QRWEHIXOO\UHFRYHUDEOHRUWKDWWKHLUXVHIXOOLYHVDUHQRORQJHU
DSSURSULDWH:KHQDQLQGLFDWRURILPSDLUPHQWH[LVWVXQGLVFRXQWHGIXWXUHRSHUDWLQJFDVKIORZVRIORQJOLYHGDVVHWVDUHFRPSDUHGWRWKHLUUHVSHFWLYH
FDUU\LQJYDOXH,IWKHFDUU\LQJYDOXHLVJUHDWHUWKDQWKHXQGLVFRXQWHGIXWXUHRSHUDWLQJFDVKIORZVRIORQJOLYHGDVVHWVWKHORQJOLYHGDVVHWVDUHZULWWHQGRZQ
WRWKHLUUHVSHFWLYHIDLUYDOXHVDQGDQLPSDLUPHQWORVVLVUHFRUGHG)DLUYDOXHLVGHWHUPLQHGSULPDULO\XVLQJWKHGLVFRXQWHGFDVKIORZVH[SHFWHGWREH
JHQHUDWHGIURPWKHXVHRIDVVHWV6LJQLILFDQWPDQDJHPHQWMXGJPHQWLVUHTXLUHGLQWKHIRUHFDVWRIIXWXUHRSHUDWLQJUHVXOWVWKDWDUHXVHGLQWKHSUHSDUDWLRQRI
H[SHFWHGFDVKIORZV,QWKHWKLUGTXDUWHURIZHUHFRUGHGDFFHOHUDWHGGHSUHFLDWLRQRIPLOOLRQUHODWHGWRFHUWDLQORQJOLYHGDVVHWV6HH1RWH
/HDVHV
2Q-DQXDU\ZHDGRSWHG$6&/HDVHVXVLQJWKHPRGLILHGUHWURVSHFWLYHDSSURDFK3ULRUSHULRGDPRXQWVFRQWLQXHWREHUHSRUWHGLQ
DFFRUGDQFHZLWKRXUKLVWRULFDFFRXQWLQJXQGHUSUHYLRXVOHDVHJXLGDQFH$6&/HDVHV:HHOHFWHGWKHSDFNDJHRISUDFWLFDOH[SHGLHQWVZKLFKDPRQJ
RWKHUWKLQJVDOORZHGXVWRFDUU\IRUZDUGWKHKLVWRULFDOOHDVHFODVVLILFDWLRQRIOHDVHVLQSODFHDVRI-DQXDU\:HKDYHDOVRHOHFWHGWKHSUDFWLFDO
H[SHGLHQWWRQRWVHSDUDWHOHDVHFRPSRQHQWVIURPQRQOHDVHFRPSRQHQWV$VDUHVXOWRIDGRSWLQJ$6&ZHUHFRJQL]HGULJKWRIXVHDVVHWDQGOHDVH
OLDELOLWLHVIRURSHUDWLQJOHDVHVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\RQ-DQXDU\7KHUHZDVQRDGMXVWPHQWWRWKHRSHQLQJEDODQFHRI
DFFXPXODWHGGHILFLWDVDUHVXOWRIWKHDGRSWLRQRI$6&
:HGHWHUPLQHLIDQDUUDQJHPHQWLQFOXGHVDOHDVHDWLQFHSWLRQ2SHUDWLQJOHDVHVDUHLQFOXGHGLQRSHUDWLQJOHDVHULJKWRIXVHDVVHWVRWKHUFXUUHQW
OLDELOLWLHVDQGORQJWHUPSRUWLRQRIOHDVHOLDELOLWLHVLQRXUFRQVROLGDWHGEDODQFHVKHHWV5LJKWRIXVHDVVHWVUHSUHVHQWRXUULJKWWRXVHDQXQGHUO\LQJDVVHW
GXULQJWKHOHDVHWHUPDQGOHDVHOLDELOLWLHVUHSUHVHQWRXUREOLJDWLRQWRPDNHOHDVHSD\PHQWVDULVLQJIURPWKHOHDVH2SHUDWLQJOHDVHULJKWRIXVHDVVHWVDQG
OLDELOLWLHVDUHUHFRJQL]HGDWWKHOHDVHFRPPHQFHPHQWGDWHEDVHGRQWKHSUHVHQWYDOXHRIOHDVHSD\PHQWVRYHUWKHOHDVHWHUP,QGHWHUPLQLQJWKHQHWSUHVHQW
YDOXHRIOHDVHSD\PHQWVZHXVHRXULQFUHPHQWDOERUURZLQJUDWHZKLFKUHSUHVHQWVDQHVWLPDWHGUDWHRILQWHUHVWWKDWZHZRXOGKDYHWRSD\WRERUURZ
HTXLYDOHQWIXQGVRQDFROODWHUDOL]HGEDVLVDWWKHOHDVHFRPPHQFHPHQWGDWH
2XUOHDVHVPD\LQFOXGHRSWLRQVWRH[WHQGRUWHUPLQDWHWKHOHDVHZKLFKDUHLQFOXGHGLQWKHOHDVHWHUPZKHQLWLVUHDVRQDEO\FHUWDLQWKDWZHZLOO
H[HUFLVHDQ\VXFKRSWLRQV/HDVHH[SHQVHLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHH[SHFWHGOHDVHWHUP:HKDYHHOHFWHGQRWWRDSSO\WKHUHFRJQLWLRQ
UHTXLUHPHQWVRI$6&IRUVKRUWWHUPOHDVHV
$VOHVVRUVZHGHWHUPLQHLIDQDUUDQJHPHQWLQFOXGHVDOHDVHDWLQFHSWLRQ:HHOHFWHGWKHSUDFWLFDOH[SHGLHQWWRQRWVHSDUDWHOHDVHFRPSRQHQWVIURP
QRQOHDVHFRPSRQHQWV6XEOHDVHLQFRPHLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHH[SHFWHGOHDVHWHUPDQGLVLQFOXGHGLQRWKHULQFRPH H[SHQVH LQRXU
FRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV
*RRGZLOO
2XUJRRGZLOOEDODQFHUHODWHVWRRXU$SULODFTXLVLWLRQRI'\QDYD[*PE+*RRGZLOOUHSUHVHQWVWKHH[FHVVSXUFKDVHSULFHRYHUWKHIDLUYDOXHRI
WDQJLEOHDQGLQWDQJLEOHDVVHWVDFTXLUHGDQGOLDELOLWLHVDVVXPHG*RRGZLOOLVQRWDPRUWL]HGEXWLVVXEMHFWWRDQDQQXDOLPSDLUPHQWWHVW,QSHUIRUPLQJLWV
JRRGZLOOLPSDLUPHQWUHYLHZZHDVVHVVTXDOLWDWLYHIDFWRUVWRGHWHUPLQHZKHWKHULWLVPRUHOLNHO\WKDQQRWWKDWWKHIDLUYDOXHRILWVUHSRUWLQJXQLWLVOHVVWKDQ
LWVFDUU\LQJDPRXQWLQFOXGLQJJRRGZLOO7KHTXDOLWDWLYHIDFWRUVLQFOXGHEXWDUHQRWOLPLWHGWRPDFURHFRQRPLFFRQGLWLRQVLQGXVWU\DQGPDUNHW
FRQVLGHUDWLRQVDQGWKHRYHUDOOILQDQFLDOSHUIRUPDQFHRIWKH&RPSDQ\,IDIWHUDVVHVVLQJWKHWRWDOLW\RIWKHVHTXDOLWDWLYHIDFWRUVZHGHWHUPLQHWKDWLWLVQRW
PRUHOLNHO\WKDQQRWWKDWWKHIDLUYDOXHRILWVUHSRUWLQJXQLWLVOHVVWKDQLWVFDUU\LQJDPRXQWWKHQQRDGGLWLRQDODVVHVVPHQWLVGHHPHGQHFHVVDU\2WKHUZLVH
ZHZLOOSURFHHGWRSHUIRUPDWHVWIRUJRRGZLOOLPSDLUPHQW7KHILUVWVWHSLQYROYHVFRPSDULQJWKHHVWLPDWHGIDLUYDOXHRIWKHUHODWHGUHSRUWLQJXQLWDJDLQVWLWV
FDUU\LQJDPRXQWLQFOXGLQJJRRGZLOO,IWKHFDUU\LQJDPRXQWH[FHHGVWKHIDLUYDOXHLPSDLUPHQWLVFDOFXODWHGDQGUHFRUGHGDVDFKDUJHLQWKHFRQVROLGDWHG
VWDWHPHQWVRIRSHUDWLRQV:HGHWHUPLQHGWKDWZHKDYHRQO\RQHRSHUDWLQJVHJPHQWDQGWKHUHDUHQRFRPSRQHQWVRIWKDWRSHUDWLQJVHJPHQWWKDWDUHGHHPHG
WREHVHSDUDWHUHSRUWLQJXQLWVVXFKWKDWZHKDYHRQHUHSRUWLQJXQLWIRUSXUSRVHVRIRXUJRRGZLOOLPSDLUPHQWWHVWLQJ:HHYDOXDWHJRRGZLOOIRULPSDLUPHQW
RQDQDQQXDOEDVLVDQGRQDQLQWHULPEDVLVLIHYHQWVRUFKDQJHVLQFLUFXPVWDQFHVEHWZHHQDQQXDOLPSDLUPHQWWHVWVLQGLFDWHWKDWWKHDVVHWPLJKWEHLPSDLUHG
1RLPSDLUPHQWKDVEHHQLGHQWLILHGIRUWKH\HDUVSUHVHQWHG


5HYHQXH5HFRJQLWLRQ
:HUHFRJQL]HUHYHQXHZKHQWKHFXVWRPHUREWDLQVFRQWURORISURPLVHGJRRGVRUVHUYLFHVLQDQDPRXQWWKDWUHIOHFWVWKHFRQVLGHUDWLRQZKLFKZH
H[SHFWWRUHFHLYHLQH[FKDQJHIRUWKRVHJRRGVRUVHUYLFHV7RGHWHUPLQHUHYHQXHUHFRJQLWLRQIRUDUUDQJHPHQWVWKDWZHGHWHUPLQHDUHZLWKLQWKHVFRSHRI
$FFRXQWLQJ6WDQGDUGV&RGLILFDWLRQ Ȑ$6&ȑ ZHSHUIRUPWKHIROORZLQJILYHVWHSV L LGHQWLI\WKHFRQWUDFW V ZLWKDFXVWRPHU LL LGHQWLI\WKH
SHUIRUPDQFHREOLJDWLRQVLQWKHFRQWUDFW LLL GHWHUPLQHWKHWUDQVDFWLRQSULFH LY DOORFDWHWKHWUDQVDFWLRQSULFHWRWKHSHUIRUPDQFHREOLJDWLRQVLQWKH
FRQWUDFWDQG Y UHFRJQL]HUHYHQXHZKHQ RUDV ZHVDWLVI\DSHUIRUPDQFHREOLJDWLRQ:HRQO\DSSO\WKHILYHVWHSPRGHOWRFRQWUDFWVZKHQLWLVSUREDEOH
WKDWZHZLOOFROOHFWWKHFRQVLGHUDWLRQZHDUHHQWLWOHGWRLQH[FKDQJHIRUWKHJRRGVRUVHUYLFHVZHWUDQVIHUWRWKHFXVWRPHU$WFRQWUDFWLQFHSWLRQRQFHWKH
FRQWUDFWLVGHWHUPLQHGWREHZLWKLQWKHVFRSHRI$6&ZHDVVHVVWKHJRRGVRUVHUYLFHVSURPLVHGZLWKLQHDFKFRQWUDFWDQGGHWHUPLQHWKRVHWKDWDUH
SHUIRUPDQFHREOLJDWLRQVDQGDVVHVVZKHWKHUHDFKSURPLVHGJRRGRUVHUYLFHLVGLVWLQFW:HWKHQUHFRJQL]HDVUHYHQXHWKHDPRXQWRIWKHWUDQVDFWLRQSULFH
WKDWLVDOORFDWHGWRWKHUHVSHFWLYHSHUIRUPDQFHREOLJDWLRQZKHQ RUDV WKHSHUIRUPDQFHREOLJDWLRQLVVDWLVILHG
3URGXFW5HYHQXH1HW
:HVHOORXUSURGXFWWRDOLPLWHGQXPEHURIZKROHVDOHUVDQGVSHFLDOW\GLVWULEXWRUVLQWKH86 FROOHFWLYHO\RXUȐ&XVWRPHUVȑ 5HYHQXHVIURP
SURGXFWVDOHVDUHUHFRJQL]HGZKHQZHKDYHVDWLVILHGRXUSHUIRUPDQFHREOLJDWLRQZKLFKLVWKHWUDQVIHURIFRQWURORIRXUSURGXFWXSRQGHOLYHU\WRWKH
&XVWRPHU7KHWLPLQJEHWZHHQWKHUHFRJQLWLRQRIUHYHQXHIRUSURGXFWVDOHVDQGWKHUHFHLSWRISD\PHQWLVQRWVLJQLILFDQW%HFDXVHRXUVWDQGDUGFUHGLWWHUPV
DUHVKRUWWHUPDQGZHH[SHFWWRUHFHLYHSD\PHQWLQOHVVWKDQRQH\HDUWKHUHLVQRILQDQFLQJFRPSRQHQWRQWKHUHODWHGUHFHLYDEOHV7D[HVFROOHFWHGIURP
&XVWRPHUVUHODWLQJWRSURGXFWVDOHVDQGUHPLWWHGWRJRYHUQPHQWDODXWKRULWLHVDUHH[FOXGHGIURPUHYHQXHV
2YHUDOOSURGXFWUHYHQXHQHWUHIOHFWVRXUEHVWHVWLPDWHVRIWKHDPRXQWRIFRQVLGHUDWLRQWRZKLFKZHDUHHQWLWOHGEDVHGRQWKHWHUPVRIWKHFRQWUDFW
7KHDPRXQWRIYDULDEOHFRQVLGHUDWLRQLVLQFOXGHGLQWKHQHWVDOHVSULFHRQO\WRWKHH[WHQWWKDWLWLVSUREDEOHWKDWDVLJQLILFDQWUHYHUVDOLQWKHDPRXQWRIWKH
FXPXODWLYHUHYHQXHUHFRJQL]HGZLOOQRWRFFXULQDIXWXUHSHULRG,IRXUHVWLPDWHVGLIIHUVLJQLILFDQWO\IURPDFWXDOVZHZLOOUHFRUGDGMXVWPHQWVWKDWZRXOG
DIIHFWSURGXFWUHYHQXHQHWLQWKHSHULRGRIDGMXVWPHQW
5HVHUYHVIRU9DULDEOH&RQVLGHUDWLRQ
5HYHQXHVIURPSURGXFWVDOHVDUHUHFRUGHGDWWKHQHWVDOHVSULFHZKLFKLQFOXGHVHVWLPDWHVRIYDULDEOHFRQVLGHUDWLRQVXFKDVSURGXFWUHWXUQV
FKDUJHEDFNVGLVFRXQWVUHEDWHVDQGRWKHUIHHVWKDWDUHRIIHUHGZLWKLQFRQWUDFWVEHWZHHQXVDQGRXU&XVWRPHUVKHDOWKFDUHSURYLGHUVSKDUPDFLHVDQGRWKHUV
UHODWLQJWRRXUSURGXFWVDOHV:HHVWLPDWHYDULDEOHFRQVLGHUDWLRQXVLQJHLWKHUWKHPRVWOLNHO\DPRXQWPHWKRGRUWKHH[SHFWHGYDOXHPHWKRGGHSHQGLQJRQ
WKHW\SHRIYDULDEOHFRQVLGHUDWLRQDQGZKDWPHWKRGEHWWHUSUHGLFWVWKHDPRXQWRIFRQVLGHUDWLRQZHH[SHFWWRUHFHLYH:HWDNHLQWRFRQVLGHUDWLRQUHOHYDQW
IDFWRUVVXFKDVLQGXVWU\GDWDFXUUHQWFRQWUDFWXDOWHUPVDYDLODEOHLQIRUPDWLRQDERXW&XVWRPHUVȍLQYHQWRU\UHVDOHDQGFKDUJHEDFNGDWDDQGIRUHFDVWHG
FXVWRPHUEX\LQJDQGSD\PHQWSDWWHUQVLQHVWLPDWLQJHDFKYDULDEOHFRQVLGHUDWLRQ7KHYDULDEOHFRQVLGHUDWLRQLVUHFRUGHGDWWKHWLPHSURGXFWVDOHVLV
UHFRJQL]HGUHVXOWLQJLQDUHGXFWLRQLQSURGXFWUHYHQXHDQGDUHGXFWLRQLQDFFRXQWVUHFHLYDEOH LIWKH&XVWRPHURIIVHWVWKHDPRXQWDJDLQVWLWVDFFRXQWV
UHFHLYDEOH RUDVDQDFFUXHGOLDELOLW\ LIZHSD\WKHDPRXQWWKURXJKRXUDFFRXQWVSD\DEOHSURFHVV 9DULDEOHFRQVLGHUDWLRQUHTXLUHVVLJQLILFDQWHVWLPDWHV
MXGJPHQWDQGLQIRUPDWLRQREWDLQHGIURPH[WHUQDOVRXUFHV7KHDPRXQWRIYDULDEOHFRQVLGHUDWLRQLVLQFOXGHGLQWKHQHWVDOHVSULFHRQO\WRWKHH[WHQWWKDWLWLV
SUREDEOHWKDWDVLJQLILFDQWUHYHUVDOLQWKHDPRXQWRIWKHFXPXODWLYHUHYHQXHUHFRJQL]HGZLOOQRWRFFXULQDIXWXUHSHULRG,IRXUHVWLPDWHVGLIIHUVLJQLILFDQWO\
IURPDFWXDOVZHZLOOUHFRUGDGMXVWPHQWVWKDWZRXOGDIIHFWSURGXFWUHYHQXHQHWLQWKHSHULRGRIDGMXVWPHQW,IZHZHUHWRFKDQJHDQ\RIWKHVHMXGJPHQWVRU
HVWLPDWHVLWFRXOGFDXVHDPDWHULDOLQFUHDVHRUGHFUHDVHLQWKHDPRXQWRIUHYHQXHWKDWZHUHSRUWLQDSDUWLFXODUSHULRG7KHUHKDYHEHHQQRPDWHULDO
DGMXVWPHQWVWRWKHVHHVWLPDWHVIRUWKH\HDUVHQGHG'HFHPEHUDQG
3URGXFW5HWXUQV&RQVLVWHQWZLWKLQGXVWU\SUDFWLFHZHRIIHURXU&XVWRPHUVDOLPLWHGULJKWRIUHWXUQEDVHGRQWKHSURGXFWȍVH[SLUDWLRQGDWHIRU
SURGXFWWKDWKDVEHHQSXUFKDVHGIURPXV:HHVWLPDWHWKHDPRXQWRIRXUSURGXFWVDOHVWKDWPD\EHUHWXUQHGE\RXU&XVWRPHUVDQGUHFRUGWKLVHVWLPDWHDVD
UHGXFWLRQRIUHYHQXHLQWKHSHULRGWKHUHODWHGSURGXFWUHYHQXHLVUHFRJQL]HG:HFRQVLGHUVHYHUDOIDFWRUVLQWKHHVWLPDWLRQRISRWHQWLDOSURGXFWUHWXUQV
LQFOXGLQJH[SLUDWLRQGDWHVRIWKHSURGXFWVKLSSHGWKHOLPLWHGSURGXFWUHWXUQULJKWVDYDLODEOHLQIRUPDWLRQDERXW&XVWRPHUVȍLQYHQWRU\VKHOIOLIHRIWKH
SURGXFWDQGRWKHUUHOHYDQWIDFWRUV
&KDUJHEDFNV2XU&XVWRPHUVVXEVHTXHQWO\UHVHOORXUSURGXFWWRKHDOWKFDUHSURYLGHUVSKDUPDFLHVDQGRWKHUV,QDGGLWLRQWRGLVWULEXWLRQDJUHHPHQWV
ZLWK&XVWRPHUVZHHQWHULQWRDUUDQJHPHQWVZLWKTXDOLILHGKHDOWKFDUHSURYLGHUVWKDWSURYLGHIRUFKDUJHEDFNVDQGGLVFRXQWVZLWKUHVSHFWWRWKHSXUFKDVHRI
RXUSURGXFW&KDUJHEDFNVUHSUHVHQWWKHHVWLPDWHGREOLJDWLRQVUHVXOWLQJIURPFRQWUDFWXDOFRPPLWPHQWVWRVHOOSURGXFWWRTXDOLILHGKHDOWKFDUHSURYLGHUVDW
SULFHVORZHUWKDQWKHOLVWSULFHVFKDUJHGWR&XVWRPHUVZKRGLUHFWO\SXUFKDVHWKHSURGXFWIURPXV&XVWRPHUVFKDUJHXVIRUWKHGLIIHUHQFHEHWZHHQZKDWWKH\
SD\IRUWKHSURGXFWDQGWKHXOWLPDWHVHOOLQJSULFHWRWKHTXDOLILHGKHDOWKFDUHSURYLGHUV7KHVHUHVHUYHVDUH


HVWDEOLVKHGLQWKHVDPHSHULRGWKDWWKHUHODWHGUHYHQXHLVUHFRJQL]HGUHVXOWLQJLQDUHGXFWLRQRISURGXFWUHYHQXHDQGDFFRXQWVUHFHLYDEOH&KDUJHEDFN
DPRXQWVDUHGHWHUPLQHGDWWKHWLPHRIUHVDOHWRWKHTXDOLILHGKHDOWKFDUHSURYLGHUVE\&XVWRPHUVDQGZHLVVXHFUHGLWVIRUVXFKDPRXQWVJHQHUDOO\ZLWKLQD
IHZZHHNVRIWKH&XVWRPHUȍVQRWLILFDWLRQWRXVRIWKHUHVDOH5HVHUYHVIRUFKDUJHEDFNVFRQVLVWVRIFUHGLWVWKDWZHH[SHFWWRLVVXHIRUXQLWVWKDWUHPDLQLQWKH
GLVWULEXWLRQFKDQQHOLQYHQWRULHVDWHDFKUHSRUWLQJSHULRGHQGWKDWZHH[SHFWZLOOEHVROGWRWKHTXDOLILHGKHDOWKFDUHSURYLGHUVDQGFKDUJHEDFNVIRUXQLWVWKDW
RXU&XVWRPHUVKDYHVROGWRWKHTXDOLILHGKHDOWKFDUHSURYLGHUVEXWIRUZKLFKFUHGLWVKDYHQRWEHHQLVVXHG
7UDGH'LVFRXQWVDQG$OORZDQFHV:HSURYLGHRXU&XVWRPHUVZLWKGLVFRXQWVZKLFKLQFOXGHHDUO\SD\PHQWLQFHQWLYHVWKDWDUHH[SOLFLWO\VWDWHGLQRXU
FRQWUDFWVDQGDUHUHFRUGHGDVDUHGXFWLRQRIUHYHQXHLQWKHSHULRGWKHUHODWHGSURGXFWUHYHQXHLVUHFRJQL]HG
'LVWULEXWLRQ)HHV'LVWULEXWLRQIHHVLQFOXGHIHHVSDLGWRFHUWDLQ&XVWRPHUVIRUVDOHVRUGHUPDQDJHPHQWGDWDDQGGLVWULEXWLRQVHUYLFHV'LVWULEXWLRQ
IHHVDUHUHFRUGHGDVDUHGXFWLRQRIUHYHQXHLQWKHSHULRGWKHUHODWHGSURGXFWUHYHQXHLVUHFRJQL]HG
5HEDWHV8QGHUFHUWDLQFRQWUDFWVFXVWRPHUVPD\REWDLQUHEDWHVIRUSXUFKDVLQJPLQLPXPYROXPHVRIRXUSURGXFW:HHVWLPDWHWKHVHUHEDWHVEDVHG
XSRQWKHH[SHFWHGSXUFKDVHVDQGWKHFRQWUDFWXDOUHEDWHUDWHDQGUHFRUGWKLVHVWLPDWHDVDUHGXFWLRQLQUHYHQXHLQWKHSHULRGWKHUHODWHGUHYHQXHLV
UHFRJQL]HG
&ROODERUDWLRQDQG0DQXIDFWXULQJ6HUYLFH5HYHQXH
:HKDYHHQWHUHGLQWRFROODERUDWLYHDUUDQJHPHQWVDQGDUUDQJHPHQWVWRSURYLGHPDQXIDFWXULQJVHUYLFHVWRRWKHUFRPSDQLHV6XFKDUUDQJHPHQWVPD\
LQFOXGHSURPLVHVWRFXVWRPHUVZKLFKLIFDSDEOHRIEHLQJGLVWLQFWDUHDFFRXQWHGIRUDVVHSDUDWHSHUIRUPDQFHREOLJDWLRQV)RUDJUHHPHQWVZLWKPXOWLSOH
SHUIRUPDQFHREOLJDWLRQVZHDOORFDWHHVWLPDWHGUHYHQXHWRHDFKSHUIRUPDQFHREOLJDWLRQDWFRQWUDFWLQFHSWLRQEDVHGRQWKHHVWLPDWHGWUDQVDFWLRQSULFHRI
HDFKSHUIRUPDQFHREOLJDWLRQ5HYHQXHDOORFDWHGWRHDFKSHUIRUPDQFHREOLJDWLRQLVWKHQUHFRJQL]HGZKHQZHVDWLVI\WKHSHUIRUPDQFHREOLJDWLRQE\
WUDQVIHUULQJFRQWURORIWKHSURPLVHGJRRGRUVHUYLFHWRWKHFXVWRPHU0DQXIDFWXULQJVHUYLFHUHYHQXHLVLQFOXGHGLQRWKHUUHYHQXHLQRXUFRQVROLGDWHG
VWDWHPHQWVRIRSHUDWLRQV
5HVHDUFKDQG'HYHORSPHQW([SHQVHVDQG$FFUXDOV
5HVHDUFKDQGGHYHORSPHQWH[SHQVHVLQFOXGHSHUVRQQHODQGIDFLOLW\UHODWHGH[SHQVHVRXWVLGHFRQWUDFWHGVHUYLFHVLQFOXGLQJFOLQLFDOWULDOFRVWV
PDQXIDFWXULQJDQGSURFHVVGHYHORSPHQWFRVWVUHVHDUFKFRVWVDQGRWKHUFRQVXOWLQJVHUYLFHVDQGQRQFDVKVWRFNEDVHGFRPSHQVDWLRQ5HVHDUFKDQG
GHYHORSPHQWFRVWVDUHH[SHQVHGDVLQFXUUHG$PRXQWVGXHXQGHUFRQWUDFWVZLWKWKLUGSDUWLHVPD\EHHLWKHUIL[HGIHHRUIHHIRUVHUYLFHDQGPD\LQFOXGH
XSIURQWSD\PHQWVPRQWKO\SD\PHQWVDQGSD\PHQWVXSRQWKHFRPSOHWLRQRIPLOHVWRQHVRUUHFHLSWRIGHOLYHUDEOHV1RQUHIXQGDEOHDGYDQFHSD\PHQWVXQGHU
DJUHHPHQWVDUHFDSLWDOL]HGDQGH[SHQVHGDVWKHUHODWHGJRRGVDUHGHOLYHUHGRUVHUYLFHVDUHSHUIRUPHG
:HFRQWUDFWZLWKWKLUGSDUWLHVWRSHUIRUPYDULRXVFOLQLFDOWULDODFWLYLWLHVLQWKHRQJRLQJGHYHORSPHQWRISRWHQWLDOSURGXFWV7KHILQDQFLDOWHUPVRI
WKHVHDJUHHPHQWVDUHVXEMHFWWRQHJRWLDWLRQYDU\IURPFRQWUDFWWRFRQWUDFWDQGPD\UHVXOWLQXQHYHQSD\PHQWIORZVWRRXUYHQGRUV3D\PHQWVXQGHUWKH
FRQWUDFWVGHSHQGRQIDFWRUVVXFKDVWKHDFKLHYHPHQWRIFHUWDLQHYHQWVVXFFHVVIXOHQUROOPHQWRISDWLHQWVDQGFRPSOHWLRQRISRUWLRQVRIWKHFOLQLFDOWULDORU
VLPLODUFRQGLWLRQV2XUDFFUXDOIRUFOLQLFDOWULDOVLVEDVHGRQHVWLPDWHVRIWKHVHUYLFHVUHFHLYHGDQGHIIRUWVH[SHQGHGSXUVXDQWWRFRQWUDFWVZLWKFOLQLFDOWULDO
FHQWHUVDQGFOLQLFDOUHVHDUFKRUJDQL]DWLRQV:HPD\WHUPLQDWHWKHVHFRQWUDFWVXSRQZULWWHQQRWLFHDQGZHDUHJHQHUDOO\RQO\OLDEOHIRUDFWXDOHIIRUW
H[SHQGHGE\WKHRUJDQL]DWLRQVWRWKHGDWHRIWHUPLQDWLRQDOWKRXJKLQFHUWDLQLQVWDQFHVZHPD\EHIXUWKHUUHVSRQVLEOHIRUWHUPLQDWLRQIHHVDQGSHQDOWLHV:H
HVWLPDWHUHVHDUFKDQGGHYHORSPHQWH[SHQVHVDQGWKHUHODWHGDFFUXDODVRIHDFKEDODQFHVKHHWGDWHEDVHGRQWKHIDFWVDQGFLUFXPVWDQFHVNQRZQWRXVDWWKDW
WLPH7KHUHKDYHEHHQQRPDWHULDODGMXVWPHQWVWRWKHSULRUSHULRGDFFUXHGHVWLPDWHVIRUFOLQLFDOWULDODFWLYLWLHVGXULQJWKH\HDUVSUHVHQWHG
6WRFN%DVHG&RPSHQVDWLRQ
6WRFNEDVHGFRPSHQVDWLRQH[SHQVHIRUUHVWULFWHGVWRFNXQLWVDQGVWRFNRSWLRQVLVHVWLPDWHGDWWKHJUDQWGDWHEDVHGRQWKHDZDUGȍVHVWLPDWHGIDLU
YDOXHDQGLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHDZDUGȍVUHTXLVLWHVHUYLFHSHULRGDVVXPLQJHVWLPDWHGIRUIHLWXUHUDWHV)DLUYDOXHRIUHVWULFWHGVWRFN
XQLWVLVGHWHUPLQHGDWWKHGDWHRIJUDQWXVLQJWKH&RPSDQ\ȍVFORVLQJVWRFNSULFH2XUGHWHUPLQDWLRQRIWKHIDLUYDOXHRIVWRFNRSWLRQVRQWKHGDWHRIJUDQW
XVLQJDQRSWLRQSULFLQJPRGHOLVDIIHFWHGE\RXUVWRFNSULFHDVZHOODVDVVXPSWLRQVUHJDUGLQJDQXPEHURIVXEMHFWLYHYDULDEOHV:HVHOHFWHGWKH%ODFN
6FKROHVRSWLRQSULFLQJPRGHODVWKHPRVWDSSURSULDWHPHWKRGIRUGHWHUPLQLQJWKHHVWLPDWHGIDLUYDOXHEDVHGPHDVXUHPHQWRIRXUVWRFNRSWLRQV7KH%ODFN
6FKROHVPRGHOUHTXLUHVWKHXVHRIVXEMHFWLYHDVVXPSWLRQVZKLFKGHWHUPLQHWKHIDLUYDOXHEDVHGPHDVXUHPHQWRIVWRFNRSWLRQV7KHVHDVVXPSWLRQVLQFOXGH
EXWDUHQRWOLPLWHGWRRXUH[SHFWHGVWRFNSULFHYRODWLOLW\RYHUWKH


WHUPRIWKHDZDUGVDQGSURMHFWHGHPSOR\HHVWRFNRSWLRQH[HUFLVHEHKDYLRUV,QWKHIXWXUHDVDGGLWLRQDOHPSLULFDOHYLGHQFHUHJDUGLQJWKHVHLQSXWHVWLPDWHV
EHFRPHVDYDLODEOHZHPD\FKDQJHRUUHILQHRXUDSSURDFKRIGHULYLQJWKHVHLQSXWHVWLPDWHV7KHVHFKDQJHVFRXOGLPSDFWRXUIDLUYDOXHRIVWRFNRSWLRQV
JUDQWHGLQWKHIXWXUH&KDQJHVLQWKHIDLUYDOXHRIVWRFNDZDUGVFRXOGPDWHULDOO\LPSDFWRXURSHUDWLQJUHVXOWV
2XUFXUUHQWHVWLPDWHRIYRODWLOLW\LVEDVHGRQWKHKLVWRULFDOYRODWLOLW\RIRXUVWRFNSULFH7RWKHH[WHQWYRODWLOLW\LQRXUVWRFNSULFHLQFUHDVHVLQWKH
IXWXUHRXUHVWLPDWHVRIWKHIDLUYDOXHRIRSWLRQVJUDQWHGLQWKHIXWXUHFRXOGLQFUHDVHWKHUHE\LQFUHDVLQJVWRFNEDVHGFRPSHQVDWLRQFRVWUHFRJQL]HGLQIXWXUH
SHULRGV:HGHULYHWKHH[SHFWHGWHUPDVVXPSWLRQSULPDULO\EDVHGRQRXUKLVWRULFDOVHWWOHPHQWH[SHULHQFHZKLOHJLYLQJFRQVLGHUDWLRQWRRSWLRQVWKDWKDYH
QRW\HWFRPSOHWHGDIXOOOLIHF\FOH6WRFNEDVHGFRPSHQVDWLRQFRVWLVUHFRJQL]HGRQO\IRUDZDUGVXOWLPDWHO\H[SHFWHGWRYHVW2XUHVWLPDWHRIWKHIRUIHLWXUH
UDWHLVEDVHGSULPDULO\RQRXUKLVWRULFDOH[SHULHQFH7RWKHH[WHQWZHUHYLVHWKLVHVWLPDWHLQWKHIXWXUHRXUVKDUHEDVHGFRPSHQVDWLRQFRVWFRXOGEH
PDWHULDOO\LPSDFWHGLQWKHSHULRGRIUHYLVLRQ7KHUHKDYHEHHQQRPDWHULDODGMXVWPHQWVWRWKHVHHVWLPDWHVGXULQJWKH\HDUVSUHVHQWHG
,QFRPH7D[HV
7KHDVVHWDQGOLDELOLW\DSSURDFKLVXVHGWRUHFRJQL]HGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVIRUWKHH[SHFWHGIXWXUHWD[FRQVHTXHQFHVRIWHPSRUDU\
GLIIHUHQFHVEHWZHHQWKHFDUU\LQJDPRXQWVDQGWKHWD[EDVHVRIDVVHWVDQGOLDELOLWLHV7D[ODZDQGUDWHFKDQJHVDUHUHIOHFWHGLQLQFRPHLQWKHSHULRGVXFK
FKDQJHVDUHHQDFWHG:HLQFOXGHLQWHUHVWDQGSHQDOWLHVUHODWHGWRLQFRPHWD[HVLQFOXGLQJXQUHFRJQL]HGWD[EHQHILWVZLWKLQLQFRPHWD[H[SHQVH
2XULQFRPHWD[UHWXUQVDUHEDVHGRQFDOFXODWLRQVDQGDVVXPSWLRQVWKDWDUHVXEMHFWWRH[DPLQDWLRQE\WKH,QWHUQDO5HYHQXH6HUYLFHDQGRWKHUWD[
DXWKRULWLHV,QDGGLWLRQWKHFDOFXODWLRQRIRXUWD[OLDELOLWLHVLQYROYHVGHDOLQJZLWKXQFHUWDLQWLHVLQWKHDSSOLFDWLRQRIFRPSOH[WD[UHJXODWLRQV:HUHFRJQL]H
OLDELOLWLHVIRUXQFHUWDLQWD[SRVLWLRQVEDVHGRQDWZRVWHSSURFHVV7KHILUVWVWHSLVWRHYDOXDWHWKHWD[SRVLWLRQIRUUHFRJQLWLRQE\GHWHUPLQLQJLIWKHZHLJKW
RIDYDLODEOHHYLGHQFHLQGLFDWHVWKDWLWLVPRUHOLNHO\WKDQQRWWKDWWKHSRVLWLRQZLOOEHVXVWDLQHGRQDXGLWLQFOXGLQJUHVROXWLRQRIUHODWHGDSSHDOVRUOLWLJDWLRQ
SURFHVVHVLIDQ\7KHVHFRQGVWHSLVWRPHDVXUHWKHWD[EHQHILWDVWKHODUJHVWDPRXQWWKDWLVPRUHWKDQOLNHO\RIEHLQJUHDOL]HGXSRQVHWWOHPHQW:KLOH
ZHEHOLHYHZHKDYHDSSURSULDWHVXSSRUWIRUWKHSRVLWLRQVWDNHQRQRXUWD[UHWXUQVZHUHJXODUO\DVVHVVWKHSRWHQWLDORXWFRPHVRIH[DPLQDWLRQVE\WD[
DXWKRULWLHVLQGHWHUPLQLQJWKHDGHTXDF\RIRXUSURYLVLRQIRULQFRPHWD[HV:HFRQWLQXDOO\DVVHVVWKHOLNHOLKRRGDQGDPRXQWRISRWHQWLDODGMXVWPHQWVDQG
DGMXVWWKHLQFRPHWD[SURYLVLRQLQFRPHWD[HVSD\DEOHDQGGHIHUUHGWD[HVLQWKHSHULRGLQZKLFKWKHIDFWVWKDWJLYHULVHWRDUHYLVLRQEHFRPHNQRZQ
6LJQLILFDQWMXGJPHQWLVUHTXLUHGLQGHWHUPLQLQJRXUSURYLVLRQIRULQFRPHWD[HVRXUGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVDQGWKHYDOXDWLRQDOORZDQFH
UHFRUGHGDJDLQVWRXUQHWGHIHUUHGWD[DVVHWV'HIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHGHWHUPLQHGXVLQJWKHHQDFWHGWD[UDWHVLQHIIHFWIRUWKH\HDUVLQZKLFK
WKRVHWD[DVVHWVDUHH[SHFWHGWREHUHDOL]HG$YDOXDWLRQDOORZDQFHLVHVWDEOLVKHGZKHQLWLVPRUHOLNHO\WKDQQRWWKHIXWXUHUHDOL]DWLRQRIDOORUVRPHRIWKH
GHIHUUHGWD[DVVHWVZLOOQRWEHDFKLHYHG7KHHYDOXDWLRQRIWKHQHHGIRUDYDOXDWLRQDOORZDQFHLVSHUIRUPHGRQDMXULVGLFWLRQE\MXULVGLFWLRQEDVLVDQG
LQFOXGHVDUHYLHZRIDOODYDLODEOHSRVLWLYHDQGQHJDWLYHHYLGHQFH)DFWRUVUHYLHZHGLQFOXGHSURMHFWLRQVRISUHWD[ERRNLQFRPHIRUWKHIRUHVHHDEOHIXWXUH
GHWHUPLQDWLRQRIFXPXODWLYHSUHWD[ERRNLQFRPHDIWHUSHUPDQHQWGLIIHUHQFHVHDUQLQJVKLVWRU\DQGUHOLDELOLW\RIIRUHFDVWLQJ
%DVHGRQRXUUHYLHZZHFRQFOXGHGWKDWLWZDVPRUHOLNHO\WKDQQRWWKDWZHZRXOGQRWEHDEOHWRUHDOL]HWKHEHQHILWRIRXUGRPHVWLFDQGIRUHLJQ
GHIHUUHGWD[DVVHWVLQWKHIXWXUH7KLVFRQFOXVLRQZDVEDVHGRQKLVWRULFDODQGSURMHFWHGRSHUDWLQJSHUIRUPDQFHDVZHOODVRXUH[SHFWDWLRQWKDWRXU
RSHUDWLRQVZLOOQRWJHQHUDWHVXIILFLHQWWD[DEOHLQFRPHLQIXWXUHSHULRGVWRUHDOL]HWKHWD[EHQHILWVDVVRFLDWHGZLWKWKHGHIHUUHGWD[DVVHWVZLWKLQWKHVWDWXWRU\
FDUU\RYHUSHULRGV7KHUHIRUHZHKDYHPDLQWDLQHGDIXOOYDOXDWLRQDOORZDQFHRQRXUGHIHUUHGWD[DVVHWVDVRI'HFHPEHUDQG:HZLOO
FRQWLQXHWRDVVHVVWKHQHHGIRUDYDOXDWLRQDOORZDQFHRQRXUGHIHUUHGWD[DVVHWVE\HYDOXDWLQJERWKSRVLWLYHDQGQHJDWLYHHYLGHQFHWKDWPD\H[LVW$Q\
DGMXVWPHQWWRWKHQHWGHIHUUHGWD[DVVHWYDOXDWLRQDOORZDQFHZRXOGEHUHFRUGHGLQWKHVWDWHPHQWRIRSHUDWLRQVIRUWKHSHULRGWKDWWKHDGMXVWPHQWLV
GHWHUPLQHGWREHUHTXLUHG
5HVWUXFWXULQJ
5HVWUXFWXULQJFRVWVDUHFRPSULVHGRIVHYHUDQFHRWKHUWHUPLQDWLRQEHQHILWFRVWVVWRFNEDVHGFRPSHQVDWLRQH[SHQVHIRUVWRFNDZDUGDQGVWRFNRSWLRQ
PRGLILFDWLRQVUHODWHGWRZRUNIRUFHUHGXFWLRQVDQGDFFHOHUDWHGGHSUHFLDWLRQ:HUHFRJQL]HUHVWUXFWXULQJFKDUJHVZKHQWKHOLDELOLW\LVSUREDEOHDQGWKH
DPRXQWLVHVWLPDEOH(PSOR\HHWHUPLQDWLRQEHQHILWVDUHDFFUXHGDWWKHGDWHPDQDJHPHQWKDVFRPPLWWHGWRDSODQRIWHUPLQDWLRQDQGDIIHFWHGHPSOR\HHV
KDYHEHHQQRWLILHGRIWKHLUWHUPLQDWLRQGDWHDQGH[SHFWHGVHYHUDQFHEHQHILWV


5HFHQW$FFRXQWLQJ3URQRXQFHPHQWV
$FFRXQWLQJ6WDQGDUGV8SGDWH
,Q-XQHWKH)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUG Ȑ)$6%ȑ LVVXHG$FFRXQWLQJ6WDQGDUGV8SGDWH Ȑ$68ȑ 1R)LQDQFLDO
,QVWUXPHQWVȈ&UHGLW/RVVHV 7RSLF 0HDVXUHPHQWRI&UHGLW/RVVHVRI)LQDQFLDO,QVWUXPHQWV7KHVWDQGDUGFKDQJHVWKHPHWKRGRORJ\IRUPHDVXULQJ
FUHGLWORVVHVRQILQDQFLDOLQVWUXPHQWVDQGWKHWLPLQJRIZKHQVXFKORVVHVDUHUHFRUGHG$VDVPDOOHUUHSRUWLQJFRPSDQ\WKLV$68DQGLWVVXEVHTXHQW
XSGDWHVLVHIIHFWLYHIRUILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHU:HDUHFXUUHQWO\HYDOXDWLQJWKHLPSDFWWKLVVWDQGDUGZLOOKDYHRQRXUFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWV
$FFRXQWLQJ6WDQGDUGV8SGDWH
,Q-DQXDU\WKH)$6%LVVXHG$681R,QWDQJLEOHVȈ*RRGZLOODQG2WKHU 7RSLF ZKLFKVLPSOLILHVWKHWHVWIRUJRRGZLOO
LPSDLUPHQWE\HOLPLQDWLQJDSUHYLRXVUHTXLUHPHQWWRFDOFXODWHWKHLPSOLHGIDLUYDOXHRIJRRGZLOOWRPHDVXUHDJRRGZLOOLPSDLUPHQWFKDUJH:HDGRSWHG
WKLV$68RQ-DQXDU\DQGWKHDGRSWLRQRIWKLVVWDQGDUGGLGQRWKDYHDPDWHULDOLPSDFWRQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
$FFRXQWLQJ6WDQGDUGV8SGDWH
,Q$XJXVWWKH)$6%LVVXHG$681R)DLU9DOXH0HDVXUHPHQW 7RSLF WKDWHOLPLQDWHVDGGVDQGPRGLILHVFHUWDLQGLVFORVXUH
UHTXLUHPHQWVRIIDLUYDOXHPHDVXUHPHQWV(QWLWLHVZLOOQRORQJHUEHUHTXLUHGWRGLVFORVHWKHDPRXQWRIDQGUHDVRQVIRUWUDQVIHUVEHWZHHQ/HYHODQG/HYHO
RIWKHIDLUYDOXHKLHUDUFK\EXWSXEOLFFRPSDQLHVZLOOEHUHTXLUHGWRGLVFORVHWKHUDQJHDQGZHLJKWHGDYHUDJHXVHGWRGHYHORSVLJQLILFDQWXQREVHUYDEOH
LQSXWVIRU/HYHOIDLUYDOXHPHDVXUHPHQWV:HDGRSWHGWKLV$68RQ-DQXDU\DQGWKHDGRSWLRQRIWKLVVWDQGDUGGLGQRWKDYHDPDWHULDOLPSDFWRQ
RXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
$FFRXQWLQJ6WDQGDUGV8SGDWH
,Q$XJXVWWKH)$6%LVVXHG$681R,QWDQJLEOHVȈ*RRGZLOODQG2WKHUȈ,QWHUQDO8VH6RIWZDUH 6XEWRSLF 7KLV$68
UHTXLUHVDFXVWRPHULQDFORXGFRPSXWLQJDUUDQJHPHQW LHKRVWLQJDUUDQJHPHQW WKDWLVDVHUYLFHFRQWUDFWWRIROORZWKHLQWHUQDOXVHVRIWZDUHJXLGDQFHLQ
$6&WRGHWHUPLQHZKLFKLPSOHPHQWDWLRQFRVWVWRFDSLWDOL]HDVDVVHWVRUH[SHQVHDVLQFXUUHG$6&UHTXLUHVWKDWFHUWDLQFRVWVLQFXUUHGGXULQJ
WKHDSSOLFDWLRQGHYHORSPHQWVWDJHEHFDSLWDOL]HGDQGRWKHUFRVWVLQFXUUHGGXULQJWKHSUHOLPLQDU\SURMHFWDQGSRVWLPSOHPHQWDWLRQVWDJHVEHH[SHQVHGDV
LQFXUUHG:HDGRSWHGWKLV$68RQ-DQXDU\DQGWKHDGRSWLRQRIWKLVVWDQGDUGGLGQRWKDYHDPDWHULDOLPSDFWRQRXUFRQVROLGDWHGILQDQFLDO
VWDWHPHQWV
$FFRXQWLQJ6WDQGDUGV8SGDWH
,Q'HFHPEHUWKH)$6%LVVXHG$681R6LPSOLI\LQJWKH$FFRXQWLQJIRU,QFRPH7D[HV 7RSLF 7KLV$68VLPSOLILHVWKH
DFFRXQWLQJIRULQFRPHWD[HVE\UHPRYLQJFHUWDLQH[FHSWLRQVDQGLPSURYLQJFRQVLVWHQWDSSOLFDWLRQLQFHUWDLQDUHDVRI7RSLF7KH$68LVHIIHFWLYHIRU
DQQXDOSHULRGVEHJLQQLQJDIWHU'HFHPEHUZLWKHDUO\DGRSWLRQSHUPLWWHG:HDUHFXUUHQWO\HYDOXDWLQJWKHLPSDFWWKLVVWDQGDUGZLOOKDYHRQRXU
FRQVROLGDWHGILQDQFLDOVWDWHPHQWV



)DLU9DOXH0HDVXUHPHQWV

:HPHDVXUHIDLUYDOXHDVWKHH[FKDQJHSULFHWKDWZRXOGEHUHFHLYHGIRUDQDVVHWRUSDLGWRWUDQVIHUDOLDELOLW\ DQH[LWSULFH LQWKHSULQFLSDORUPRVW
DGYDQWDJHRXVPDUNHWIRUWKHDVVHWRUOLDELOLW\LQDQRUGHUO\WUDQVDFWLRQEHWZHHQPDUNHWSDUWLFLSDQWVRQWKHPHDVXUHPHQWGDWH9DOXDWLRQWHFKQLTXHVXVHGWR
PHDVXUHIDLUYDOXHPXVWPD[LPL]HWKHXVHRIREVHUYDEOHLQSXWVDQGPLQLPL]HWKHXVHRIXQREVHUYDEOHLQSXWV7KHDFFRXQWLQJVWDQGDUGGHVFULEHVDIDLUYDOXH
KLHUDUFK\EDVHGRQWKUHHOHYHOVRILQSXWVRIZKLFKWKHILUVWWZRDUHFRQVLGHUHGREVHUYDEOHDQGWKHODVWXQREVHUYDEOHWKDWPD\EHXVHGWRPHDVXUHIDLUYDOXH
ZKLFKDUHWKHIROORZLQJ


ȕ

/HYHOȉ2EVHUYDEOHLQSXWVVXFKDVTXRWHGSULFHVLQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV



ȕ

/HYHOȉ,QSXWVRWKHUWKDQ/HYHOWKDWDUHREVHUYDEOHHLWKHUGLUHFWO\RULQGLUHFWO\VXFKDVTXRWHGSULFHVIRUVLPLODUDVVHWVRUOLDELOLWLHV
TXRWHGSULFHVLQPDUNHWVWKDWDUHQRWDFWLYHRURWKHULQSXWVWKDWDUHREVHUYDEOHRUFDQEHFRUURERUDWHGE\REVHUYDEOHPDUNHWGDWDIRU
VXEVWDQWLDOO\WKHIXOOWHUPRIWKHDVVHWVRUOLDELOLWLHVDQG



ȕ

/HYHOȉ8QREVHUYDEOHLQSXWVWKDWDUHVXSSRUWHGE\OLWWOHRUQRPDUNHWDFWLYLW\DQGWKDWDUHVLJQLILFDQWWRWKHIDLUYDOXHRIWKHDVVHWVRU
OLDELOLWLHVWKHUHIRUHUHTXLULQJDQHQWLW\WRGHYHORSLWVRZQYDOXDWLRQWHFKQLTXHVDQGDVVXPSWLRQV


$VVHWVDQGOLDELOLWLHVDUHFODVVLILHGEDVHGRQWKHORZHVWOHYHORILQSXWWKDWLVVLJQLILFDQWWRWKHIDLUYDOXHPHDVXUHPHQWV:HUHYLHZWKHIDLUYDOXH
KLHUDUFK\FODVVLILFDWLRQRQDTXDUWHUO\EDVLV&KDQJHVLQWKHDELOLW\WRREVHUYHYDOXDWLRQLQSXWVPD\UHVXOWLQDUHFODVVLILFDWLRQRIOHYHOVIRUFHUWDLQDVVHWVRU
OLDELOLWLHVZLWKLQWKHIDLUYDOXHKLHUDUFK\7KHUHZHUHQRWUDQVIHUVEHWZHHQ/HYHODQGGXULQJWKH\HDUVHQGHG'HFHPEHUDQG
7KHFDUU\LQJDPRXQWVRIFDVKHTXLYDOHQWVDFFRXQWVDQGRWKHUUHFHLYDEOHVDFFRXQWVSD\DEOHDQGDFFUXHGOLDELOLWLHVDUHFRQVLGHUHGUHDVRQDEOH
HVWLPDWHVRIWKHLUUHVSHFWLYHIDLUYDOXHEHFDXVHRIWKHLUVKRUWWHUPQDWXUH
5HFXUULQJ)DLU9DOXH0HDVXUHPHQWV
7KHIROORZLQJWDEOHUHSUHVHQWVWKHIDLUYDOXHKLHUDUFK\IRURXUILQDQFLDODVVHWV FDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHV DQGOLDELOLWLHVPHDVXUHG
DWIDLUYDOXHRQDUHFXUULQJEDVLV LQWKRXVDQGV 


/HYHO  
/HYHO  
/HYHO  
7RWDO

'HFHPEHU

 
 
 

$VVHWV

 
 
 

0RQH\PDUNHWIXQGV

 
 
 

86WUHDVXULHV

 
 
 

86JRYHUQPHQWDJHQF\VHFXULWLHV

 
 
 

&RUSRUDWHGHEWVHFXULWLHV

 
 
 

7RWDODVVHWV

 
 
 

/LDELOLWLHV
:DUUDQWOLDELOLW\
6XEOLFHQVHOLDELOLW\
7RWDOOLDELOLWLHV








'HFHPEHU
$VVHWV
0RQH\PDUNHWIXQGV
86WUHDVXULHV
86JRYHUQPHQWDJHQF\VHFXULWLHV
&RUSRUDWHGHEWVHFXULWLHV
7RWDODVVHWV










/LDELOLWLHV
6XEOLFHQVHOLDELOLW\









 









 









 
 
 
/HYHO  
/HYHO
 
 
 
 
 
 
 
 
 
 
 
 
 
 

/HYHO




 





 


 




 
 
 
 
 
 
 
 
 




 
















7RWDO







0RQH\PDUNHWIXQGVDUHKLJKO\OLTXLGLQYHVWPHQWVDQGDUHDFWLYHO\WUDGHG7KHSULFLQJLQIRUPDWLRQRQWKHVHLQYHVWPHQWLQVWUXPHQWVLVUHDGLO\
DYDLODEOHDQGFDQEHLQGHSHQGHQWO\YDOLGDWHGDVRIWKHPHDVXUHPHQWGDWH7KLVDSSURDFKUHVXOWVLQWKHFODVVLILFDWLRQRIWKHVHVHFXULWLHVDV/HYHORIWKHIDLU
YDOXHKLHUDUFK\
86WUHDVXULHV86JRYHUQPHQWDJHQF\VHFXULWLHVDQGFRUSRUDWHGHEWVHFXULWLHVDUHPHDVXUHGDWIDLUYDOXHXVLQJ/HYHOLQSXWV:HUHYLHZWUDGLQJ
DFWLYLW\DQGSULFLQJIRUWKHVHLQYHVWPHQWVDVRIHDFKPHDVXUHPHQWGDWH:KHQVXIILFLHQWTXRWHGSULFLQJIRULGHQWLFDOVHFXULWLHVLVQRWDYDLODEOHZHXVH
PDUNHWSULFLQJDQGRWKHUREVHUYDEOHPDUNHWLQSXWVIRUVLPLODUVHFXULWLHVREWDLQHGIURPYDULRXVWKLUGSDUW\GDWDSURYLGHUV7KHVHLQSXWVUHSUHVHQWTXRWHG
SULFHVIRUVLPLODUDVVHWVLQDFWLYHPDUNHWVRUWKHVHLQSXWVKDYHEHHQGHULYHGIURPREVHUYDEOHPDUNHWGDWD7KLVDSSURDFKUHVXOWVLQWKHFODVVLILFDWLRQRIWKHVH
VHFXULWLHVDV/HYHORIWKHIDLUYDOXHKLHUDUFK\
:DUUDQWVZHUHLVVXHGLQFRQQHFWLRQZLWKWKHXQGHUZULWWHQSXEOLFRIIHULQJLQ$XJXVWDQGDUHDFFRXQWHGIRUDVDGHULYDWLYHOLDELOLW\DWIDLUYDOXH
6HH1RWH7KHIDLUYDOXHRIWKHZDUUDQWOLDELOLW\LVHVWLPDWHGXVLQJWKH%ODFN6FKROHVPRGHOZKLFKUHTXLUHVDVVXPSWLRQVVXFKDVH[SHFWHGWHUPH[SHFWHG
YRODWLOLW\DQGULVNIUHHLQWHUHVWUDWH7KHVHDVVXPSWLRQVDUHVXEMHFWLYHDQGUHTXLUHMXGJHPHQWWRGHYHORS([SHFWHGWHUPLVHVWLPDWHGXVLQJWKHIXOO
UHPDLQLQJFRQWUDFWXDOWHUPRIWKHZDUUDQWV:HGHWHUPLQHH[SHFWHGYRODWLOLW\EDVHGRQRXUKLVWRULFDOFRPPRQVWRFNSULFHYRODWLOLW\7KHZDUUDQWOLDELOLW\LV
FODVVLILHGDVD/HYHOLQVWUXPHQWDVLWVYDOXHLVEDVHGRQXQREVHUYDEOHLQSXWVWKDWDUHVXSSRUWHGE\OLWWOHRUQRPDUNHWDFWLYLW\


$VRI'HFHPEHUZHXVHGWKHIROORZLQJNH\DVVXPSWLRQVWRHVWLPDWHWKHIDLUYDOXHRIZDUUDQWOLDELOLW\

1XPEHURIVKDUHV
([SHFWHGWHUP
([SHFWHGYRODWLOLW\
5LVNIUHHLQWHUHVWUDWH
'LYLGHQG\LHOG













\HDUV




7KHIROORZLQJWDEOHSURYLGHVDVXPPDU\RIFKDQJHVLQWKHIDLUYDOXHZDUUDQWOLDELOLW\IRU\HDUHQGHG'HFHPEHU LQWKRXVDQGV 

%DODQFHDW'HFHPEHU
 
)DLUYDOXHRIZDUUDQWOLDELOLW\DWLVVXDQFHGDWH
 
,QFUHDVHLQHVWLPDWHGIDLUYDOXHRIZDUUDQWOLDELOLW\XSRQUHYDOXDWLRQ
 
%DODQFHDW'HFHPEHU
 







$VRI'HFHPEHUZHPHDVXUHGWKHIDLUYDOXHRIRXUPLOOLRQSD\PHQWWR0HUFN6KDUSH 'RKPH&RUS Ȑ0HUFNȑ ZKLFKLVGXHLQ
WKHILUVWTXDUWHURIEDVHGRQ/HYHOLQSXWVGXHWRWKHXVHRIXQREVHUYDEOHLQSXWVWKDWFDQQRWEHFRUURERUDWHGE\REVHUYDEOHPDUNHWGDWD:H
HVWLPDWHGWKHIDLUYDOXHRIWKHOLDELOLW\XVLQJDGLVFRXQWHGFDVKIORZWHFKQLTXHXVLQJWKHHIIHFWLYHLQWHUHVWUDWHRQRXUWHUPORDQ7KHOLDELOLW\KDGDIDLU
YDOXHRIPLOOLRQDVRI'HFHPEHU





&DVK&DVK(TXLYDOHQWV5HVWULFWHG&DVKDQG0DUNHWDEOH6HFXULWLHV

7KHIROORZLQJWDEOHSURYLGHVDUHFRQFLOLDWLRQRIFDVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKUHSRUWHGZLWKLQWKHFRQVROLGDWHGEDODQFHVKHHWVWKDWVXP
WRWKHWRWDORIWKHVDPHDPRXQWVVKRZQLQWKHFRQVROLGDWHGVWDWHPHQWVRIFDVKIORZV



'HFHPEHU









&DVKDQGFDVKHTXLYDOHQWV
 
  
  

 
  
  

5HVWULFWHGFDVK
7RWDOFDVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKVKRZQLQWKH
FRQVROLGDWHGVWDWHPHQWVRIFDVKIORZV
 
  
  





5HVWULFWHGFDVKEDODQFHVUHODWHWRFHUWLILFDWHVRIGHSRVLWLVVXHGDVFROODWHUDOWRFHUWDLQOHWWHUVRIFUHGLWLVVXHGDVVHFXULW\WRRXUOHDVHDUUDQJHPHQWV
6HH1RWH
&DVKFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHVFRQVLVWRIWKHIROORZLQJ LQWKRXVDQGV 


'HFHPEHU
&DVKDQGFDVKHTXLYDOHQWV
&DVK
0RQH\PDUNHWIXQGV
&RUSRUDWHGHEWVHFXULWLHV
7RWDOFDVKDQGFDVKHTXLYDOHQWV
0DUNHWDEOHVHFXULWLHVDYDLODEOHIRUVDOH
86WUHDVXULHV
86JRYHUQPHQWDJHQF\VHFXULWLHV
&RUSRUDWHGHEWVHFXULWLHV
7RWDOPDUNHWDEOHVHFXULWLHVDYDLODEOHIRUVDOH
7RWDOFDVKFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHV















$PRUWL]HG
&RVW


























8QUHDOL]HG

*DLQV

 

 

 

 

 

 

 

 

 

 

 

 


8QUHDOL]HG

/RVVHV

 

 

 

 

 

 

 

 

 

 

 

 


(VWLPDWHG
 )DLU9DOXH 
 

 

 

 

 

 

 

 

 

 

 

 


'HFHPEHU
&DVKDQGFDVKHTXLYDOHQWV
&DVK
0RQH\PDUNHWIXQGV
&RUSRUDWHGHEWVHFXULWLHV
7RWDOFDVKDQGFDVKHTXLYDOHQWV
0DUNHWDEOHVHFXULWLHVDYDLODEOHIRUVDOH
86WUHDVXULHV
86JRYHUQPHQWDJHQF\VHFXULWLHV
&RUSRUDWHGHEWVHFXULWLHV
7RWDOPDUNHWDEOHVHFXULWLHVDYDLODEOHIRUVDOH
7RWDOFDVKFDVKHTXLYDOHQWVDQGPDUNHWDEOHVHFXULWLHV

































































































































































7KHPDWXULWLHVRIRXUPDUNHWDEOHVHFXULWLHVDYDLODEOHIRUVDOHDUHDVIROORZV LQWKRXVDQGV 



'HFHPEHU

$PRUWL]HG
(VWLPDWHG
&RVW
 
)DLU9DOXH

 

 

 








0DWXUHLQRQH\HDURUOHVV
0DWXUHDIWHURQH\HDUWKURXJKWZR\HDUV









7KHUHZHUHQRUHDOL]HGJDLQVRUORVVHVIURPWKHVDOHRIPDUNHWDEOHVHFXULWLHVLQWKH\HDUVHQGHG'HFHPEHUDQG$OORIRXU
LQYHVWPHQWVDUHFODVVLILHGDVVKRUWWHUPDQGDYDLODEOHIRUVDOHDVZHFRQVLGHUWKHPDYDLODEOHWRIXQGFXUUHQWRSHUDWLRQVDQGPD\QRWKROGRXULQYHVWPHQWV
XQWLOPDWXULW\



,QYHQWRULHVQHW



7KHIROORZLQJWDEOHSUHVHQWVLQYHQWRULHVQHW LQWKRXVDQGV 









5DZPDWHULDOV
:RUNLQSURFHVV
)LQLVKHGJRRGV
7RWDO














'HFHPEHU

  
  
  
  













,QWDQJLEOH$VVHWVQHW



,QWDQJLEOHDVVHWVDUHUHODWHGWRFHUWDLQFDSLWDOL]HGPLOHVWRQHDQGVXEOLFHQVHSD\PHQWV7KHIROORZLQJWDEOHSUHVHQWVLQWDQJLEOHDVVHWV LQWKRXVDQGV 



'HFHPEHU




 


,QWDQJLEOHDVVHWV
 
  

/HVVDFFXPXODWHGDPRUWL]DWLRQ
 
  

7RWDO
 
  


:HUHFRUGHGFRVWRIVDOHVDPRUWL]DWLRQRILQWDQJLEOHDVVHWVUHODWHGWRFDSLWDOL]HGPLOHVWRQHDQGVXEOLFHQVHSD\PHQWVWR0HUFN*OD[R6PLWK.OLQH
%LRORJLFDOV6$ Ȑ*6.ȑ DQG&ROH\3KDUPDFHXWLFDO*URXS,QF Ȑ&ROH\ȑ WKDWZHFDSLWDOL]HGXSRQRUDIWHU)'$DSSURYDORI+(3/,6$9%LQ1RYHPEHU
6HH1RWH,QFRVWRIVDOHVȈDPRUWL]DWLRQRILQWDQJLEOHDVVHWVRIPLOOLRQZDVUHODWHGWRFDSLWDOL]HG0HUFNSD\PHQWV,QFRVWRI
VDOHVȈDPRUWL]DWLRQRILQWDQJLEOHDVVHWVRIPLOOLRQPLOOLRQDQGPLOOLRQZHUHUHODWHGWRFDSLWDOL]HG0HUFN*6.DQG&ROH\SD\PHQWV
UHVSHFWLYHO\,QFRVWRIVDOHVȈDPRUWL]DWLRQRILQWDQJLEOHDVVHWVRIPLOOLRQZDVUHODWHGWRFDSLWDOL]HG&ROH\SD\PHQW


$W'HFHPEHULQWDQJLEOHDVVHWVUHODWHGWR*6.DQG&ROH\KDYHEHHQIXOO\DPRUWL]HG7KHUHPDLQLQJLQWDQJLEOHDVVHWUHODWHGWR0HUFNZLOO
EHIXOO\DPRUWL]HGE\$SULO1RLPSDLUPHQWRILQWDQJLEOHDVVHWVKDVEHHQLGHQWLILHGGXULQJWKH\HDUVSUHVHQWHG



3URSHUW\DQG(TXLSPHQWQHW
3URSHUW\DQGHTXLSPHQWFRQVLVWRIWKHIROORZLQJ LQWKRXVDQGV 




(VWLPDWHG8VHIXO
/LIH
,Q\HDUV








0DQXIDFWXULQJHTXLSPHQW
/DEHTXLSPHQW
&RPSXWHUHTXLSPHQW
)XUQLWXUHDQGIL[WXUHV
/HDVHKROGLPSURYHPHQWV
$VVHWVLQSURJUHVV

/HVVDFFXPXODWHGGHSUHFLDWLRQDQGDPRUWL]DWLRQ
7RWDO

















'HFHPEHU



























































'HSUHFLDWLRQDQGDPRUWL]DWLRQH[SHQVHRQSURSHUW\DQGHTXLSPHQWZDVPLOOLRQPLOOLRQDQGPLOOLRQIRUWKH\HDUVHQGHG
'HFHPEHUDQGUHVSHFWLYHO\,QFOXGHGLQGHSUHFLDWLRQDQGDPRUWL]DWLRQH[SHQVHIRUWKH\HDUHQGHG'HFHPEHUZDVDFFHOHUDWHG
GHSUHFLDWLRQRIPLOOLRQUHODWHGWRFHUWDLQORQJOLYHGDVVHWV6HH1RWH







&XUUHQW$FFUXHG/LDELOLWLHVDQG$FFUXHG5HVHDUFKDQG'HYHORSPHQW

&XUUHQWDFFUXHGOLDELOLWLHVDQGDFFUXHGUHVHDUFKDQGGHYHORSPHQWFRQVLVWRIWKHIROORZLQJ LQWKRXVDQGV 


'HFHPEHU


 
3D\UROODQGUHODWHGH[SHQVHV



5HYHQXHUHVHUYHDFFUXDOV



7KLUGSDUW\UHVHDUFKH[SHQVHV



7KLUGSDUW\GHYHORSPHQWH[SHQVHV



5HVWUXFWXULQJOLDELOLW\



2WKHUDFFUXHGOLDELOLWLHV



7RWDO






















&RPPLWPHQWVDQG&RQWLQJHQFLHV

/HDVHV
$VGHVFULEHGLQ1RWHZHDGRSWHG$6&DVRI-DQXDU\:HHYDOXDWHGRXUFRQWUDFWVDQGKDYHGHWHUPLQHGWKDWHIIHFWLYHXSRQWKH
DGRSWLRQRI$6&RXURSHUDWLQJOHDVHVLQFOXGHGHTXLSPHQWRIILFHODERUDWRU\DQGPDQXIDFWXULQJIDFLOLW\OHDVHV
:HOHDVHRXUIDFLOLWLHVLQ(PHU\YLOOH&DOLIRUQLDDQG'¼VVHOGRUI*HUPDQ\
,Q-XO\ZHHQWHUHGLQWRDVXEOHDVHIRURIILFHVSDFHORFDWHGDW3RZHOO6WUHHW(PHU\YLOOH&DOLIRUQLD WKHȐ3RZHOO6WUHHW6XEOHDVHȑ DQG
WKHOHDVHIRURXUIRUPHUFRUSRUDWHKHDGTXDUWHUVDW6HYHQWK6WUHHW%HUNHOH\&DOLIRUQLDZDVWHUPLQDWHGHIIHFWLYH$XJXVW8QGHUWKHWHUPVRI
WKH3RZHOO6WUHHW6XEOHDVHZHDUHOHDVLQJVTXDUHIHHWDWWKHUDWHRISHUVTXDUHIRRWSDLGRQDPRQWKO\EDVLV5HQWLVVXEMHFWWRVFKHGXOHG
DQQXDOLQFUHDVHVDQGZHDUHUHVSRQVLEOHIRUFHUWDLQRSHUDWLQJH[SHQVHVDQGWD[HVWKURXJKRXWWKHOLIHRIWKH3RZHOO6WUHHW6XEOHDVH7KH3RZHOO6WUHHW
6XEOHDVHZLOOFRQWLQXHXQWLO-XQH7KHUHLVQRRSWLRQWRH[WHQGWKHVXEOHDVHWHUP
2Q6HSWHPEHUZHHQWHUHGLQWRDOHDVH Ȑ+RUWRQ6WUHHW0DVWHU/HDVHȑ IRURIILFHDQGODERUDWRU\VSDFHORFDWHGDW+RUWRQ6WUHHW
(PHU\YLOOH&DOLIRUQLD Ȑ+RUWRQ6WUHHW3UHPLVHVȑ 8QGHUWKHWHUPVRIWKH+RUWRQ6WUHHW0DVWHU/HDVHZHDUHOHDVLQJVTXDUHIHHWDWWKHUDWHRI
SHUVTXDUHIRRWSDLGRQDPRQWKO\EDVLVVWDUWLQJRQ$SULO Ȑ&RPPHQFHPHQW'DWHȑ 5HQWLVVXEMHFWWRVFKHGXOHGDQQXDOLQFUHDVHVDQGZH
DUHDOVRUHVSRQVLEOHIRUFHUWDLQRSHUDWLQJH[SHQVHVDQGWD[HVWKURXJKRXWWKHOLIHRI+RUWRQ6WUHHW0DVWHU/HDVH,QFRQQHFWLRQZLWKWKH+RUWRQ6WUHHW0DVWHU
/HDVHZHDUHHQWLWOHGWRDWHQDQWLPSURYHPHQWDOORZDQFHRIXSWRPLOOLRQRIZKLFKPLOOLRQZDVUHFHLYHGWKURXJK'HFHPEHU7KH
+RUWRQ6WUHHW0DVWHU/HDVHKDVDQLQLWLDOWHUPRI\HDUVIROORZLQJWKH&RPPHQFHPHQW'DWHZLWKDQRSWLRQWRH[WHQGWKHOHDVHIRUWZRVXFFHVVLYHILYH
\HDUWHUPV7KHRSWLRQDOSHULRGVZHUHQRWLQFOXGHGLQWKHOHDVHWHUPXVHGLQGHWHUPLQLQJWKHULJKWRIXVHDVVHWRUWKHOHDVHOLDELOLW\DVZHGLGQRWFRQVLGHULW
UHDVRQDEO\FHUWDLQWKDWZHZRXOGH[HUFLVHWKHRSWLRQV7KHRSHUDWLQJOHDVHULJKWRIXVHDVVHWVDQGOLDELOLWLHVRQRXU'HFHPEHUFRQVROLGDWHG
EDODQFHVKHHWVSULPDULO\UHODWHWRWKH+RUWRQ6WUHHW0DVWHU/HDVH
,QFRQQHFWLRQZLWKWKHRUJDQL]DWLRQDOUHVWUXFWXULQJLQ0D\ VHH1RWH ZHGLGQRWRFFXS\WKH+RUWRQ6WUHHW3UHPLVHVDQGLQ-XO\ZH
HQWHUHGLQWRDQDJUHHPHQWWRVXEOHDVHWKH+RUWRQ6WUHHW3UHPLVHVWRDWKLUGSDUW\ Ȑ+RUWRQ6WUHHW6XEOHDVHȑ 8QGHUWKHWHUPVRIWKH+RUWRQ6WUHHW6XEOHDVH
ZHDUHVXEOHDVLQJWKHHQWLUHUHQWDEOHVTXDUHIHHWDWWKHUDWHRISHUVTXDUHIRRWSDLGRQDPRQWKO\EDVLV5HQWLVVXEMHFWWRVFKHGXOHGDQQXDO
LQFUHDVHVDQGWKHVXEWHQDQW Ȑ6XEWHQDQWȑ LVUHVSRQVLEOHIRUFHUWDLQRSHUDWLQJH[SHQVHVDQGWD[HVWKURXJKRXWWKHOLIHRIWKH+RUWRQ6WUHHW6XEOHDVH7KH
+RUWRQ6WUHHW6XEOHDVHZLOOFRQWLQXHXQWLO0DUFKXQOHVVHDUOLHUWHUPLQDWHGFRQFXUUHQWZLWKWKHWHUPRIRXU+RUWRQ6WUHHW0DVWHU/HDVH7KH
6XEWHQDQWKDVQRRSWLRQWRH[WHQGWKHVXEOHDVHWHUP)RUWKH\HDUHQGHG'HFHPEHUZHUHFRJQL]HGPLOOLRQRIVXEOHDVHLQFRPHLQFOXGHGLQ
RWKHULQFRPH H[SHQVH LQRXUFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV
8QGHUWKHWHUPVRIWKH+RUWRQ6WUHHW0DVWHU/HDVHUHQWUHFHLYHGIURPWKH6XEWHQDQWLQH[FHVVRIUHQWSDLGWRWKHODQGORUGLVVKDUHGE\SD\LQJWKH
ODQGORUGRIWKHH[FHVVUHQW7KHH[FHVVUHQWLVFRQVLGHUHGDYDULDEOHOHDVHSD\PHQWDQGWKHWRWDOHVWLPDWHGSD\PHQWVDUHEHLQJUHFRJQL]HGDVDGGLWLRQDO
UHQWH[SHQVHRQDVWUDLJKWOLQHEDVLV
2XUOHDVHH[SHQVHFRPSULVHVRIWKHIROORZLQJ LQWKRXVDQGV 







2SHUDWLQJOHDVHH[SHQVH

 

<HDU(QGHG'HFHPEHU


 

  




 

  











&DVKSDLGIRUDPRXQWVLQFOXGHGLQWKHPHDVXUHPHQWRIOHDVHOLDELOLWLHVIRUWKH\HDUHQGHG'HFHPEHUZDVPLOOLRQDQGZDVLQFOXGHGLQ
RSHUDWLQJFDVKIORZVLQRXUFRQVROLGDWHGVWDWHPHQWRIFDVKIORZV
7KHEDODQFHVKHHWFODVVLILFDWLRQRIRXURSHUDWLQJOHDVHOLDELOLWLHVZDVDVIROORZV LQWKRXVDQGV 

'HFHPEHU
 


2SHUDWLQJOHDVHOLDELOLWLHV
 

 
 
&XUUHQWSRUWLRQRIOHDVHOLDELOLWLHV LQFOXGHGLQRWKHUFXUUHQWOLDELOLWLHV
 
 
/RQJWHUPSRUWLRQRIOHDVHOLDELOLWLHV
7RWDORSHUDWLQJOHDVHOLDELOLWLHV
 
 

$W'HFHPEHUWKHPDWXULWLHVRIRXUVXEOHDVHLQFRPHDQGRSHUDWLQJOHDVHOLDELOLWLHVZHUHDVIROORZV LQWKRXVDQGV 



<HDUVHQGLQJ'HFHPEHU

6XEOHDVH,QFRPH





'HFHPEHU














2SHUDWLQJ/HDVH
/LDELOLWLHV




 
  


 
  


 
  


 
  


 
  

7KHUHDIWHU
 
  

7RWDO
 
  

/HVV
 
  

3UHVHQWYDOXHDGMXVWPHQW
 
  

7RWDO
 
  


$VRI'HFHPEHUWKHZHLJKWHGDYHUDJHUHPDLQLQJOHDVHWHUPLV\HDUVDQGWKHZHLJKWHGDYHUDJHGLVFRXQWUDWHXVHGWRGHWHUPLQHWKH
RSHUDWLQJOHDVHOLDELOLW\ZDV


&RPPLWPHQWV
2Q)HEUXDU\ZHHQWHUHGLQWRDPLOOLRQWHUPORDQDJUHHPHQW Ȑ/RDQ$JUHHPHQWȑ ZLWK&5*6HUYLFLQJ//&:HERUURZHG
PLOOLRQXQGHUWKH/RDQ$JUHHPHQWDWFORVLQJDQGWKHUHPDLQLQJPLOOLRQLQ0DUFK FROOHFWLYHO\Ȑ7HUP/RDQVȑ $WRXURSWLRQXQWLO6HSWHPEHU
DSRUWLRQRIWKHLQWHUHVWSD\PHQWVPD\EHSDLGLQNLQGDQGWKHUHE\DGGHGWRWKHSULQFLSDO7KURXJK'HFHPEHUDSRUWLRQRIRXULQWHUHVW
ZDVSDLGLQNLQGZKLFKLQFUHDVHGWKHSULQFLSDODPRXQWRIWKH7HUP/RDQVWRPLOOLRQQHWRIGHEWGLVFRXQWRIPLOOLRQ,QFOXGHGLQRXUWRWDO
FRQWUDFWXDOREOLJDWLRQVRIPLOOLRQLVWKHSULQFLSDODPRXQWRIPLOOLRQSDLGLQNLQGLQWHUHVWRIPLOOLRQDQGWKHEDFNHQGIDFLOLW\IHHRI
PLOOLRQ7KH7HUP/RDQVKDYHDPDWXULW\GDWHRI'HFHPEHUXQOHVVHDUOLHUSUHSDLG6HH1RWH
,Q)HEUXDU\ZHHQWHUHGLQWRDVXEOLFHQVHDJUHHPHQWZLWK0HUFN8QGHUWKHDJUHHPHQWZHSDLGWKHWKLUGDQGODVWLQVWDOOPHQWRIPLOOLRQ
LQ)HEUXDU\6HH1RWH
$VRI'HFHPEHURXUPDWHULDOQRQFDQFHODEOHSXUFKDVHDQGRWKHUFRPPLWPHQWVIRUWKHVXSSO\RI+(3/,6$9%WRWDOHGPLOOLRQ
'XULQJZHDOVRHVWDEOLVKHGDOHWWHURIFUHGLWZLWK'HXWVFKH%DQNDVVHFXULW\IRURXU'¼VVHOGRUI/HDVHLQWKHDPRXQWRIPLOOLRQ(XURV7KH
OHWWHURIFUHGLWUHPDLQHGRXWVWDQGLQJWKURXJK'HFHPEHUDQGLVFROODWHUDOL]HGE\DFHUWLILFDWHRIGHSRVLWIRUPLOOLRQ(XURVZKLFKKDVEHHQ
LQFOXGHGLQUHVWULFWHGFDVKLQWKHFRQVROLGDWHGEDODQFHVKHHWVDVRI'HFHPEHUDQG


,QDGGLWLRQWRWKHQRQFDQFHODEOHFRPPLWPHQWVLQFOXGHGDERYHZHKDYHHQWHUHGLQWRFRQWUDFWXDODUUDQJHPHQWVWKDWREOLJDWHXVWRPDNHSD\PHQWVWR
WKHFRQWUDFWXDOFRXQWHUSDUWLHVXSRQWKHRFFXUUHQFHRIIXWXUHHYHQWV,QDGGLWLRQLQWKHQRUPDOFRXUVHRIRSHUDWLRQVZHKDYHHQWHUHGLQWROLFHQVHDQGRWKHU
DJUHHPHQWVDQGLQWHQGWRFRQWLQXHWRVHHNDGGLWLRQDOULJKWVUHODWLQJWRFRPSRXQGVRUWHFKQRORJLHVLQFRQQHFWLRQZLWKRXUGLVFRYHU\PDQXIDFWXULQJDQG
GHYHORSPHQWSURJUDPV8QGHUWKHWHUPVRIWKHDJUHHPHQWVZHPD\EHUHTXLUHGWRSD\IXWXUHXSIURQWIHHVPLOHVWRQHVDQGUR\DOWLHVRQQHWVDOHVRI
SURGXFWVRULJLQDWLQJIURPWKHOLFHQVHGWHFKQRORJLHVLIDQ\RURWKHUSD\PHQWVFRQWLQJHQWXSRQWKHRFFXUUHQFHRIIXWXUHHYHQWVWKDWFDQQRWUHDVRQDEO\EH
HVWLPDWHG
:HDOVRUHO\RQDQGKDYHHQWHUHGLQWRDJUHHPHQWVZLWKUHVHDUFKLQVWLWXWLRQVFRQWUDFWUHVHDUFKRUJDQL]DWLRQVDQGFOLQLFDOLQYHVWLJDWRUV7KHVH
DJUHHPHQWVDUHWHUPLQDEOHE\XVXSRQZULWWHQQRWLFH*HQHUDOO\ZHDUHOLDEOHRQO\IRUDFWXDOHIIRUWH[SHQGHGE\WKHRUJDQL]DWLRQVDWDQ\SRLQWLQWLPH
GXULQJWKHFRQWUDFWWKURXJKWKHQRWLFHSHULRG
,QFRQMXQFWLRQZLWKDILQDQFLQJDUUDQJHPHQWZLWK6\PSKRQ\'\QDPR,QFDQG6\PSKRQ\'\QDPR+ROGLQJV//& Ȑ+ROGLQJVȑ LQ1RYHPEHU
ZHDJUHHGWRPDNHFRQWLQJHQWFDVKSD\PHQWVWR+ROGLQJVHTXDOWRRIWKHILUVWPLOOLRQIURPDQ\XSIURQWSUHFRPPHUFLDOL]DWLRQPLOHVWRQHRU
VLPLODUSD\PHQWVUHFHLYHGE\XVIURPDQ\DJUHHPHQWZLWKDQ\WKLUGSDUW\ZLWKUHVSHFWWRWKHGHYHORSPHQWDQGRUFRPPHUFLDOL]DWLRQRIFDQFHUDQGKHSDWLWLV
&WKHUDSLHVRULJLQDOO\OLFHQVHGWR6\PSKRQ\'\QDPR,QFLQFOXGLQJ6':HKDYHPDGHQRSD\PHQWVDQGKDYHQRWUHFRUGHGDOLDELOLW\DVRI
'HFHPEHUDQG
&RQWLQJHQFLHV
)URPWLPHWRWLPHZHPD\EHLQYROYHGLQFODLPVVXLWVDQGSURFHHGLQJVDULVLQJIURPWKHRUGLQDU\FRXUVHRIRXUEXVLQHVVLQFOXGLQJDFWLRQVZLWK
UHVSHFWWRLQWHOOHFWXDOSURSHUW\FODLPVFRPPHUFLDOFODLPVDQGRWKHUPDWWHUV6XFKFODLPVVXLWVDQGSURFHHGLQJVDUHLQKHUHQWO\XQFHUWDLQDQGWKHLUUHVXOWV
FDQQRWEHSUHGLFWHGZLWKFHUWDLQW\5HJDUGOHVVRIWKHRXWFRPHVXFKOHJDOSURFHHGLQJVFDQKDYHDQDGYHUVHLPSDFWRQXVEHFDXVHRIOHJDOFRVWVGLYHUVLRQRI
PDQDJHPHQWUHVRXUFHVDQGRWKHUIDFWRUV,QDGGLWLRQLWLVSRVVLEOHWKDWDUHVROXWLRQRIRQHRUPRUHVXFKSURFHHGLQJVFRXOGUHVXOWLQVXEVWDQWLDOGDPDJHV
ILQHVSHQDOWLHVRURUGHUVUHTXLULQJDFKDQJHLQRXUEXVLQHVVSUDFWLFHVZKLFKFRXOGLQWKHIXWXUHPDWHULDOO\DQGDGYHUVHO\DIIHFWRXUILQDQFLDOSRVLWLRQ
ILQDQFLDOVWDWHPHQWVUHVXOWVRIRSHUDWLRQVRUFDVKIORZVLQDSDUWLFXODUSHULRG




&ROODERUDWLYH5HVHDUFK'HYHORSPHQWDQG/LFHQVH$JUHHPHQWV

6HUXP,QVWLWXWHRI,QGLD3YW/WG
,Q-XQHZHHQWHUHGLQWRDQDJUHHPHQWWRSURYLGH6HUXP,QVWLWXWHRI,QGLD3YW/WG Ȑ6,,3/ȑ ZLWKWHFKQLFDOVXSSRUW,QFRQVLGHUDWLRQ6,,3/
DJUHHGWRSD\XVDWDQDJUHHGXSRQKRXUO\UDWHIRUVHUYLFHVDQGUHLPEXUVHFHUWDLQRXWRISRFNHWH[SHQVHV,QDGGLWLRQZHKDYHULJKWVWRFRPPHUFLDOL]DWLRQ
RIFHUWDLQSRWHQWLDOSURGXFWVPDQXIDFWXUHGDWWKH6,,3/IDFLOLW\)RUWKH\HDUHQGHG'HFHPEHUDQGZHUHFRJQL]HGFROODERUDWLRQUHYHQXHRI
PLOOLRQDQGPLOOLRQUHVSHFWLYHO\1RFROODERUDWLYHUHYHQXHZDVUHFRJQL]HGSULRUWR
0HUFN6KDUS 'RKPH&RUS
,Q)HEUXDU\ZHHQWHUHGLQWRD6XEOLFHQVH$JUHHPHQW WKHȐ6XEOLFHQVH$JUHHPHQWȑ ZLWK0HUFN7KH6XEOLFHQVH$JUHHPHQWJUDQWVXVXQGHU
FHUWDLQQRQH[FOXVLYH86SDWHQWULJKWVFRQWUROOHGE\0HUFNZKLFKUHODWHWRUHFRPELQDQWSURGXFWLRQRIKHSDWLWLV%VXUIDFHDQWLJHQWKHULJKWWR
PDQXIDFWXUHXVHRIIHUIRUVDOHVHOODQGLPSRUW+(3/,6$9%LQWKH8QLWHG6WDWHVDQGLQFOXGHVWKHULJKWWRJUDQWIXUWKHUVXEOLFHQVHV8QGHUWKHWHUPVRI
WKH6XEOLFHQVH$JUHHPHQWZHDUHREOLJDWHGWRSD\PLOOLRQLQWKUHHLQVWDOOPHQWV7KHILUVWVHFRQGDQGWKLUGLQVWDOOPHQWRIPLOOLRQHDFKZDVSDLG
LQ)HEUXDU\DQGUHVSHFWLYHO\7KHSD\PHQWLQLVFODVVLILHGRQWKHFRQVROLGDWHGEDODQFHVKHHWVDVRWKHUFXUUHQWOLDELOLWLHV,Q)HEUXDU\
ZHUHFRUGHGPLOOLRQDVDQLQWDQJLEOHDVVHW$W'HFHPEHUWKHLQWDQJLEOHDVVHWQHWEDODQFHZDVPLOOLRQ6HH1RWH7KH
6XEOLFHQVH$JUHHPHQWFRQWLQXHVWREHLQHIIHFWWKURXJK$SULODWZKLFKWLPHWKHOLFHQVHEHFRPHVSHUSHWXDOLUUHYRFDEOHIXOO\SDLGXSDQGUR\DOW\
IUHH
*OD[R6PLWK.OLQH%LRORJLFDOV6$
2Q-XO\ZHHQWHUHGLQWRDVXEOLFHQVHDJUHHPHQWZLWK*6.7KH*6.VXEOLFHQVHDJUHHPHQWJUDQWVXVXQGHUFHUWDLQQRQH[FOXVLYH86
SDWHQWULJKWVFRQWUROOHGE\*6.WKHULJKWWRPDQXIDFWXUHXVHRIIHUWRVHOOVHOODQGLPSRUW+(3/,6$9%LQWKH8QLWHG6WDWHVDQGLQFOXGHVWKHULJKWWR
JUDQWIXUWKHUVXEOLFHQVHV,QFRQVLGHUDWLRQZHSDLGDPLOOLRQOLFHQVHIHHWR*6.LQ-XO\DQGUHFRUGHGWKLVSD\PHQWDVDQLQWDQJLEOHDVVHW$W
'HFHPEHUWKHLQWDQJLEOHDVVHWKDVEHHQIXOO\DPRUWL]HG6HH1RWH,QDGGLWLRQZHZHUHREOLJDWHGWRSD\*6.UR\DOWLHVRIRIQHWVDOHVRI
+(3/,6$9%IURP'HFHPEHUWKURXJK-XO\)RUWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGPLOOLRQRIUR\DOWLHVLQFRVWRIVDOHV
ȈSURGXFWLQWKHFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV


&ROH\3KDUPDFHXWLFDO*URXS,QF
,Q-XQHZHHQWHUHGLQWRDOLFHQVHDJUHHPHQWZLWK&ROH\XQGHUZKLFK&ROH\JUDQWHGXVDQRQH[FOXVLYHUR\DOW\EHDULQJOLFHQVHWRSDWHQWV
ZLWKWKHULJKWWRJUDQWVXEOLFHQVHVIRU+(3/,6$9% WKHȐ&ROH\$JUHHPHQW :HPHWRQHRIWKHUHJXODWRU\PLOHVWRQHVXSRQ)'$DSSURYDORI+(3/,6$9
%LQ1RYHPEHUDQGSDLGPLOOLRQLQ-DQXDU\WR&ROH\ZKLFKZDVUHFRUGHGDVDQLQWDQJLEOHDVVHWRQWKHFRQVROLGDWHGEDODQFHVKHHWV6HH
1RWH7KH&ROH\$JUHHPHQWWHUPLQDWHGLQ)HEUXDU\DWZKLFKWLPHWKHOLFHQVHEHFDPHDSHUSHWXDOLUUHYRFDEOHIXOO\SDLGXSDQGUR\DOW\IUHH
OLFHQVH$VRI'HFHPEHUWKHPLOOLRQLQWDQJLEOHDVVHWKDVEHHQIXOO\DPRUWL]HG


/RQJ7HUP'HEW

/RQJ7HUP'HEW
2Q)HEUXDU\ZHHQWHUHGLQWRDPLOOLRQ/RDQ$JUHHPHQWZLWK&5*6HUYLFLQJ//&1HWSURFHHGVXQGHUWKH/RDQ$JUHHPHQWZHUH
PLOOLRQ7KH7HUP/RDQVXQGHUWKH/RDQ$JUHHPHQWEHDULQWHUHVWDWDUDWHHTXDOWRSHUDQQXP$W'HFHPEHUWKHHIIHFWLYHLQWHUHVW
UDWHZDV$WRXURSWLRQXQWLO6HSWHPEHUDSRUWLRQRIWKHLQWHUHVWSD\PHQWVPD\EHSDLGLQNLQGDQGWKHUHE\DGGHGWRWKHSULQFLSDO
7KURXJK'HFHPEHUDSRUWLRQRIRXULQWHUHVWZDVSDLGLQNLQGZKLFKLQFUHDVHGWKHSULQFLSDODPRXQWRIWKH7HUP/RDQVWRPLOOLRQQHWRI
GHEWGLVFRXQWRIPLOOLRQ7KH7HUP/RDQVKDYHDPDWXULW\GDWHRI'HFHPEHUXQOHVVHDUOLHUSUHSDLG7KH7HUP/RDQVDQGSDLGLQNLQG
LQWHUHVWZLOOEHHQWLUHO\SD\DEOHDWPDWXULW\
,Q$XJXVWZHHQWHUHGLQWRDVHFRQGDPHQGPHQWWRWKH/RDQ$JUHHPHQW WKHȐ6HFRQG$PHQGPHQWȑ 7KH6HFRQG$PHQGPHQWDPHQGHGWKH
DQQXDOQHWVDOHVWKUHVKROGIRUVDOHVRI+(3/,6$9%UHYLVLQJWKHWZHOYHPRQWKPHDVXUHPHQWSHULRGVIURPEHJLQQLQJRQ-DQXDU\RIHDFK\HDUWR
EHJLQQLQJRQ-XO\RIHDFK\HDU LQFOXGLQJ DQGHQGLQJRQ-XQH7KH6HFRQG$PHQGPHQWDOVRUHYLVHGWKHIHHSD\DEOHXSRQSDUWLDO
SUHSD\PHQWRUDWPDWXULW\RIWKH7HUP/RDQVIURPWRRIWKHDJJUHJDWHSULQFLSDODPRXQWV
7KHREOLJDWLRQVXQGHUWKH/RDQ$JUHHPHQWDUHVHFXUHGVXEMHFWWRFXVWRPDU\SHUPLWWHGOLHQVDQGRWKHUDJUHHGXSRQH[FHSWLRQVE\DSHUIHFWHG
VHFXULW\LQWHUHVWLQ L DOOWDQJLEOHDQGLQWDQJLEOHDVVHWVRIWKH&RPSDQ\DQGDQ\IXWXUHVXEVLGLDU\JXDUDQWRUVH[FHSWIRUFHUWDLQFXVWRPDU\H[FOXGHG
SURSHUW\DQG LL DOORIWKHFDSLWDOVWRFNRZQHGE\WKH&RPSDQ\DQGVXFKIXWXUHVXEVLGLDU\JXDUDQWRUV OLPLWHGLQWKHFDVHRIWKHVWRFNRIFHUWDLQQRQ86
VXEVLGLDULHVRIWKH&RPSDQ\DQGFHUWDLQ86VXEVLGLDULHVVXEVWDQWLDOO\DOORIZKRVHDVVHWVFRQVLVWRIHTXLW\LQWHUHVWVLQQRQ86VXEVLGLDULHVWRRIWKH
FDSLWDOVWRFNRIVXFKVXEVLGLDULHVVXEMHFWWRFHUWDLQH[FHSWLRQV 7KHREOLJDWLRQVXQGHUWKH/RDQ$JUHHPHQWZLOOEHJXDUDQWHHGE\HDFKRIWKH&RPSDQ\ȍV
IXWXUHGLUHFWDQGLQGLUHFWVXEVLGLDULHV RWKHUWKDQFHUWDLQQRQ86VXEVLGLDULHVRIWKH&RPSDQ\DQGFHUWDLQ86VXEVLGLDULHVVXEVWDQWLDOO\DOORIZKRVH
DVVHWVFRQVLVWRIHTXLW\LQWHUHVWVLQQRQ86VXEVLGLDULHVVXEMHFWWRFHUWDLQH[FHSWLRQV 7KH/RDQ$JUHHPHQWFRQWDLQVFXVWRPDU\FRYHQDQWVDQGUHTXLUHV
XVWRFRPSO\ZLWKDPLOOLRQGDLO\PLQLPXPFRPELQHGFDVKDQGLQYHVWPHQWEDODQFHFRYHQDQWDQGDWZHOYHPRQWKSHULRGUHYHQXHUHTXLUHPHQWVWDUWLQJ
RQ-XO\IRUVDOHVRI+(3/,6$9%
7KH7HUP/RDQVPD\EHSUHSDLGE\XVDWDQ\WLPH,IWKH7HUP/RDQVDUHSUHSDLGSULRUWRWKHVHFRQGDQQLYHUVDU\RIWKHLQLWLDOERUURZLQJGDWHZH
DUHVXEMHFWWRDUHSD\PHQWSUHPLXPRIXSWRRIWKHSULQFLSDODPRXQWSUHSDLGGHSHQGLQJRQWKHGDWHRISUHSD\PHQW
:HUHFRUGHGPLOOLRQDQGPLOOLRQRILQWHUHVWH[SHQVHUHODWHGWRWKH7HUP/RDQVGXULQJWKH\HDUHQGHG'HFHPEHUDQG
UHVSHFWLYHO\




5HYHQXH5HFRJQLWLRQ

2XUVRXUFHRISURGXFWUHYHQXHFRQVLVWVRIVDOHVRI+(3/,6$9%LQWKH867KHIROORZLQJWDEOHVXPPDUL]HVEDODQFHVDQGDFWLYLW\LQHDFKRIWKH
SURGXFWUHYHQXHDOORZDQFHDQGUHVHUYHFDWHJRULHVIRUWKH\HDUHQGHG'HFHPEHUDQG LQWKRXVDQGV 

%DODQFHDW
3URYLVLRQV
&UHGLWRUSD\PHQWV
%DODQFH
%HJLQQLQJRI
UHODWHGWRFXUUHQW
PDGHGXULQJ
DW(QGRI


3HULRG

SHULRGVDOHV

WKHSHULRG

3HULRG

<HDUHQGHG'HFHPEHU
 
  
   
 

$FFRXQWVUHFHLYDEOHUHVHUYHV 
 
  
  
  

5HYHQXHUHVHUYHDFFUXDOV 
 
  
  
  

<HDUHQGHG'HFHPEHU
 
  
  
  

$FFRXQWVUHFHLYDEOHUHVHUYHV 
 
  
  
  

5HYHQXHUHVHUYHDFFUXDOV 
 
  
  
  








5HVHUYHVDUHIRUFKDUJHEDFNVGLVFRXQWVDQGRWKHUIHHV
$FFUXDOVDUHIRUUHWXUQVUHEDWHVDQGRWKHUIHHV
1HW/RVV3HU6KDUH

%DVLFQHWORVVSHUVKDUHLVFDOFXODWHGE\GLYLGLQJWKHQHWORVVE\WKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVRXWVWDQGLQJGXULQJWKHSHULRG
'LOXWHGQHWORVVSHUVKDUHLVFRPSXWHGE\GLYLGLQJWKHQHWORVVE\WKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVRXWVWDQGLQJGXULQJWKHSHULRGDQGJLYLQJ
HIIHFWWRDOOSRWHQWLDOO\GLOXWLYHFRPPRQVKDUHVXVLQJWKHWUHDVXU\VWRFNPHWKRG)RUSXUSRVHVRIWKLVFDOFXODWLRQRXWVWDQGLQJVWRFNRSWLRQVDQGVWRFN
DZDUGVDUHFRQVLGHUHGWREHSRWHQWLDOO\GLOXWLYHFRPPRQVKDUHVDQGDUHRQO\LQFOXGHGLQWKHFDOFXODWLRQRIGLOXWHGQHWORVVSHUVKDUHZKHQWKHLUHIIHFWLV
GLOXWLYH



'HFHPEHU




 

 


%DVLFDQGGLOXWHGQHWORVVSHUVKDUH LQWKRXVDQGVH[FHSWSHU

VKDUHDPRXQWV 

  
  

1XPHUDWRU
 
  
  

1HWORVV

 
 

3UHIHUUHGVWRFNGHHPHGGLYLGHQG

 
 

1HWORVVDOORFDEOHWRFRPPRQVWRFNKROGHUV

 
 

'HQRPLQDWRUIRUEDVLFDQGGLOXWHGQHWORVVSHUVKDUHDOORFDEOHWR
FRPPRQVWRFNKROGHUV
:HLJKWHGDYHUDJHFRPPRQVKDUHVRXWVWDQGLQJ






  
 

  
 




%DVLFDQGGLOXWHGQHWORVVSHUVKDUHDOORFDEOHWRFRPPRQVWRFNKROGHUV

 
 


2XWVWDQGLQJVWRFNRSWLRQVDQGVWRFNDZDUGVZHUHH[FOXGHGIURPWKHFDOFXODWLRQRIQHWORVVSHUVKDUHDOORFDEOHWRFRPPRQVWRFNKROGHUVDVWKHHIIHFW
RIWKHLULQFOXVLRQZRXOGKDYHEHHQDQWLGLOXWLYH



'HFHPEHU




 

 


2XWVWDQGLQJVHFXULWLHVQRWLQFOXGHGLQGLOXWHGQHWORVVSHU

VKDUHFDOFXODWLRQ LQWKRXVDQGV 

 
 

6WRFNRSWLRQVDQGVWRFNDZDUGV

 
 

6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFN DVFRQYHUWHGWRFRPPRQVWRFN

 
 

:DUUDQWV

 
 








&RPPRQ6WRFN

&RPPRQ6WRFN2XWVWDQGLQJ
$VRI'HFHPEHUWKHUHZHUHVKDUHVRIRXUFRPPRQVWRFNRXWVWDQGLQJ
,Q$XJXVWZHVROG L VKDUHVRIRXUFRPPRQVWRFNSDUYDOXHSHUVKDUH LL VKDUHVRIRXU6HULHV%3UHIHUUHG6WRFN
SDUYDOXHSHUVKDUH Ȑ6HULHV%3UHIHUUHG6WRFNȑ DQG LLL ZDUUDQWVWRSXUFKDVHXSWRDQDJJUHJDWHRIVKDUHVRIRXUFRPPRQVWRFNLQDQ
XQGHUZULWWHQSXEOLFRIIHULQJ WKHȐ2IIHULQJȑ (DFKVKDUHRIFRPPRQVWRFNZDVVROGWRJHWKHUZLWKDZDUUDQWWRSXUFKDVHVKDUHVRIFRPPRQVWRFNDWD
FRPELQHGSULFHRISHUVKDUHRIFRPPRQVWRFNDQGWKHDFFRPSDQ\LQJZDUUDQW(DFKVKDUHRI6HULHV%3UHIHUUHG6WRFNZDVVROGWRJHWKHUZLWKD
ZDUUDQWWRSXUFKDVHVKDUHVRIFRPPRQVWRFNDWDFRPELQHGSULFHRISHUVKDUHDQGWKHDFFRPSDQ\LQJZDUUDQW3URFHHGVIURPWKH2IIHULQJZHUH
DSSUR[LPDWHO\PLOOLRQQHWRILVVXDQFHFRVWVRIPLOOLRQ
,QYHVWPHQWIXQGVDVVRFLDWHGZLWK%DLQ&DSLWDO/LIH6FLHQFHV,QYHVWRUV//&RU%DLQ&DSLWDO/LIH6FLHQFHVKDYHSXUFKDVHGDSSUR[LPDWHO\
PLOOLRQRIFRPPRQVWRFN6HULHV%3UHIHUUHG6WRFNDQGZDUUDQWVLQWKLV2IIHULQJDWWKHSXEOLFRIIHULQJSULFH3XUVXDQWWRWKH2IIHULQJ L %DLQ&DSLWDO/LIH
6FLHQFHV)XQG/3SXUFKDVHGVKDUHVRIFRPPRQVWRFNVKDUHVRI6HULHV%3UHIHUUHG6WRFNDQGZDUUDQWVWRSXUFKDVHVKDUHVRI
FRPPRQVWRFNIRUDWRWDOSXUFKDVHSULFHRIDSSUR[LPDWHO\PLOOLRQDQG LL %&,3/LIH6FLHQFHV$VVRFLDWHV/3SXUFKDVHGVKDUHVRIFRPPRQ
VWRFNVKDUHVRI6HULHV%3UHIHUUHG6WRFNDQGZDUUDQWVWRSXUFKDVHVKDUHVRIFRPPRQVWRFNIRUDWRWDOSXUFKDVHSULFHRIDSSUR[LPDWHO\
PLOOLRQ%DLQ&DSLWDO/LIH6FLHQFHV,QYHVWRUV//&LVWKHJHQHUDOSDUWQHURI%DLQ/LIH6FLHQFHV7KHSDUWLFLSDWLRQE\WKHVHLQYHVWRUVZDVRQWKHVDPHWHUPV
DVWKHRWKHULQYHVWRUVLQWKH2IIHULQJ
)ROORZLQJWKHRIIHULQJ$QGUHZ$)+DFN0'3K'DQG0DQDJLQJ'LUHFWRURI%DLQ&DSLWDO/LIH6FLHQFHV DUHODWHGSDUW\ ZDVDSSRLQWHGWR
RXUERDUGRIGLUHFWRUV
2Q1RYHPEHUZHHQWHUHGLQWRDQ$W0DUNHW6DOHV$JUHHPHQW Ȑ$70$JUHHPHQWȑ ZLWK&RZHQDQG&RPSDQ\//& Ȑ&RZHQȑ
XQGHUZKLFKZHPD\RIIHUDQGVHOOIURPWLPHWRWLPHDWRXUVROHGLVFUHWLRQVKDUHVRIRXUFRPPRQVWRFNKDYLQJDQDJJUHJDWHRIIHULQJSULFHXSWR
PLOOLRQWKURXJK&RZHQDVRXUVDOHVDJHQW:HSD\&RZHQDFRPPLVVLRQRIXSWRRIWKHJURVVVDOHVSURFHHGVRIDQ\FRPPRQVWRFNVROGWKURXJK&RZHQ
XQGHUWKH$70$JUHHPHQW)RUWKH\HDUHQGHG'HFHPEHUZHUHFHLYHGQHWFDVKSURFHHGVRIPLOOLRQUHVXOWLQJIURPVDOHVRI
VKDUHVRIRXUFRPPRQVWRFN$VRI'HFHPEHUZHKDYHPLOOLRQUHPDLQLQJXQGHUWKH$70$JUHHPHQW6XEVHTXHQWWR'HFHPEHU
DQGWKURXJK0DUFKZHVROGVKDUHVRIFRPPRQVWRFNIRUQHWSURFHHGVRIPLOOLRQXQGHUWKH$70$JUHHPHQW
3UHIHUUHG6WRFN2XWVWDQGLQJ
$VRI'HFHPEHUWKHUHZHUHVKDUHVRI6HULHV%3UHIHUUHG6WRFNRXWVWDQGLQJ
(DFKVKDUHRI6HULHV%3UHIHUUHG6WRFNLVFRQYHUWLEOHLQWRVKDUHVRIFRPPRQVWRFNDWDQ\WLPHDWWKHKROGHUȍVRSWLRQ+RZHYHUWKHKROGHULV
SURKLELWHGIURPFRQYHUWLQJWKH6HULHV%3UHIHUUHG6WRFNLQWRVKDUHVRIFRPPRQVWRFNLIDVDUHVXOWRIVXFKFRQYHUVLRQWKHKROGHUDQGLWVDIILOLDWHVZRXOG
RZQPRUHWKDQRIWKHWRWDOQXPEHURIVKDUHVRIFRPPRQVWRFNWKHQLVVXHGDQGRXWVWDQGLQJZKLFKSHUFHQWDJHPD\EHFKDQJHGDWWKHKROGHUVȍ
HOHFWLRQWRDKLJKHURUORZHUSHUFHQWDJH QRWWRH[FHHG XSRQGD\VȍQRWLFHWRWKH&RPSDQ\,QWKHHYHQWRIOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJ
XSWKHKROGHURI6HULHV%3UHIHUUHG6WRFNZLOOUHFHLYHSD\PHQWRQVKDUHVRI6HULHV%3UHIHUUHG6WRFN GHWHUPLQHGRQDQDVFRQYHUWHGWRFRPPRQVWRFN
EDVLV HTXDOWRWKHDPRXQWWKDWZRXOGEHSDLGRQRXUFRPPRQVWRFN6KDUHVRI6HULHV%3UHIHUUHG6WRFNJHQHUDOO\KDYHQRYRWLQJULJKWVH[FHSWDVUHTXLUHG
E\ODZDQGH[FHSWWKDWWKHFRQVHQWRIKROGHUVRIDPDMRULW\RIWKHRXWVWDQGLQJ6HULHV%3UHIHUUHG6WRFNLVUHTXLUHGWRDPHQGWKHWHUPVRIWKH6HULHV%
3UHIHUUHG6WRFN+ROGHUVRI6HULHV%3UHIHUUHG6WRFNDUHQRWHQWLWOHGWRUHFHLYHDQ\GLYLGHQGVXQOHVVDQGXQWLOVSHFLILFDOO\GHFODUHGE\RXUERDUGRI
GLUHFWRUV7KH6HULHV%3UHIHUUHG6WRFNUDQNVRQSDULW\ZLWKRXUFRPPRQVWRFNDVWRGLVWULEXWLRQVRIDVVHWVXSRQOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXS7KH
6HULHV%3UHIHUUHG6WRFNPD\UDQNVHQLRUWRRQSDULW\ZLWKRUMXQLRUWRDQ\FODVVRUVHULHVRIFDSLWDOVWRFNFUHDWHGLQWKHIXWXUHGHSHQGLQJXSRQWKHVSHFLILF
WHUPVRIVXFKIXWXUHVWRFNLVVXDQFH
7KHIDLUYDOXHRIWKHFRPPRQVWRFNLQWRZKLFKWKH6HULHV%3UHIHUUHG6WRFNLVFRQYHUWLEOHH[FHHGHGWKHDOORFDWHGSXUFKDVHSULFHRIWKH6HULHV%
3UHIHUUHG6WRFNE\PLOOLRQRQWKHGDWHRILVVXDQFHIRUZKLFKZHUHFRUGHGDGHHPHGGLYLGHQG:HUHFRJQL]HGDGHHPHGGLYLGHQGHTXDOWRWKHQXPEHU
RIFRPPRQVWRFNLQWRZKLFKWKH6HULHV%3UHIHUUHG6WRFNLVFRQYHUWLEOHPXOWLSOLHGE\WKHGLIIHUHQFHEHWZHHQWKHYDOXHRIWKHFRPPRQVWRFNDQGWKH6HULHV
%3UHIHUUHG6WRFNFRQYHUVLRQSULFHSHUVKDUHRQWKHGDWHRILVVXDQFHZKLFKLVWKHGDWHWKHVWRFNILUVWEHFDPHFRQYHUWLEOH7KHGLYLGHQGZDVUHIOHFWHGDVD
RQHWLPHQRQFDVKGHHPHGGLYLGHQGWRWKHKROGHUVRI6HULHV%3UHIHUUHG6WRFNRQWKHGDWHRILVVXDQFH


:DUUDQWV
$VRI'HFHPEHUWKHIROORZLQJFRPPRQVWRFNZDUUDQWVZHUHRXWVWDQGLQJ

:DUUDQWV,VVXDQFH'DWH

$XJXVW


 

6KDUHV,VVXDEOH
LQWKRXVDQGV



 

([SLUDWLRQ'DWH

 

)HEUXDU\

([HUFLVH3ULFH
SHU6KDUH







 

 

2XWVWDQGLQJDVRI
'HFHPEHU
LQWKRXVDQGV




:DUUDQWVZHUHH[HUFLVDEOHXSRQLVVXDQFH7KHKROGHULVSURKLELWHGIURPH[HUFLVLQJWKHVHZDUUDQWVLIDVDUHVXOWRIVXFKH[HUFLVHWKHKROGHUDQGLWV
DIILOLDWHVZRXOGRZQPRUHWKDQRIWKHWRWDOQXPEHURIVKDUHVRIFRPPRQVWRFNWKHQLVVXHGDQGRXWVWDQGLQJZKLFKSHUFHQWDJHPD\EHFKDQJHGDW
WKHKROGHUVȍHOHFWLRQWRDKLJKHURUORZHUSHUFHQWDJH QRWWRH[FHHG XSRQGD\VȍQRWLFHWRWKH&RPSDQ\




7KHZDUUDQWVFRQWDLQSURYLVLRQVWKDWPD\REOLJDWHXVWRUHSXUFKDVHWKHPIRUDQDPRXQWWKDWGRHVQRWUHSUHVHQWIDLUYDOXHLQWKHHYHQWRIDFKDQJHRI
FRQWURO'XHWRWKLVSURYLVLRQWKHZDUUDQWVGRQRWPHHWWKHFULWHULDWREHFRQVLGHUHGLQGH[HGWRRXURZQVWRFN$FFRUGLQJO\ZHUHFRUGHGWKHZDUUDQWVDVD
GHULYDWLYHOLDELOLW\DWIDLUYDOXHRIPLOOLRQRQWKHLVVXDQFHGDWHZKLFKZDVHVWLPDWHGXVLQJWKH%ODFN6FKROHVPRGHO
7KHZDUUDQWVZLOOEHUHYDOXHGDWHDFKUHSRUWLQJSHULRGXVLQJWKH%ODFN6FKROHVPRGHODQGWKHFKDQJHLQWKHIDLUYDOXHRIWKHZDUUDQWVZLOO
UHFRJQL]HGDVRWKHULQFRPH H[SHQVH LQWKHFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV$W'HFHPEHUWKHHVWLPDWHGIDLUYDOXHRIZDUUDQWOLDELOLW\ZDV
PLOOLRQ)RU\HDUHQGHG'HFHPEHUZHUHFRJQL]HGWKHPLOOLRQLQFUHDVHLQWKHHVWLPDWHGIDLUYDOXHDVDORVVRQZDUUDQWOLDELOLW\LQRWKHU
LQFRPH H[SHQVH QHWLQRXUFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV



(TXLW\3ODQVDQG6WRFN%DVHG&RPSHQVDWLRQ

(TXLW\3ODQV
2XU(TXLW\,QFHQWLYH3ODQ WKHȐ(,3ȑ LVLQWHQGHGWREHWKHVXFFHVVRUWRDQGFRQWLQXDWLRQRIWKH'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ
(TXLW\,QFHQWLYH3ODQ WKHȐ(,3ȑ 7KHDJJUHJDWHQXPEHURIVKDUHVRIRXUFRPPRQVWRFNWKDWPD\EHLVVXHGXQGHUWKH(,3 VXEMHFWWR
DGMXVWPHQWIRUFHUWDLQFKDQJHVLQFDSLWDOL]DWLRQ LVFRPSULVHGRIWKHVXPRI L QHZO\UHVHUYHGVKDUHVRIFRPPRQVWRFN LL XQDOORFDWHG
VKDUHVRIFRPPRQVWRFNUHPDLQLQJDYDLODEOHIRUJUDQWXQGHUWKH(,3DVRI0D\DQG LLL VKDUHVVXEMHFWWRRXWVWDQGLQJVWRFN
DZDUGVJUDQWHGXQGHUWKH(,3DQGWKH'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ,QGXFHPHQW$ZDUG3ODQWKDWPD\EHFRPHDYDLODEOHIURPWLPHWRWLPH
DVVHWIRUWKLQWKH(,37KH(,3SURYLGHVIRUWKHLVVXDQFHRIXSWRVKDUHVRIRXUFRPPRQVWRFNWRRXUHPSOR\HHVDQGGLUHFWRUV
2Q0D\RXUVWRFNKROGHUVDSSURYHGDQDPHQGPHQWWR(TXLW\,QFHQWLYH3ODQ WKHȐ$PHQGHG(,3ȑ WRDPRQJRWKHUWKLQJV
LQFUHDVHWKHDJJUHJDWHQXPEHURIVKDUHVRIFRPPRQVWRFNDXWKRUL]HGIRULVVXDQFHE\8QGHUWKH$PHQGHG(,3WKHDJJUHJDWHQXPEHURI
VKDUHVRIRXUFRPPRQVWRFNWKDWPD\EHLVVXHGWRHPSOR\HHVDQGGLUHFWRUV VXEMHFWWRDGMXVWPHQWIRUFHUWDLQFKDQJHVLQFDSLWDOL]DWLRQ LV
7KH$PHQGHG(,3LVDGPLQLVWHUHGE\RXU%RDUGRI'LUHFWRUVRUDGHVLJQDWHGFRPPLWWHHRIWKH%RDUGRI'LUHFWRUVDQGDZDUGVJUDQWHGXQGHU
WKH$PHQGHG(,3KDYHDWHUPRI\HDUVXQOHVVHDUOLHUWHUPLQDWHGE\WKH%RDUGRI'LUHFWRUV$VRI'HFHPEHUWKHUHZHUHVKDUHV
RIFRPPRQVWRFNUHVHUYHGIRULVVXDQFHXQGHUWKH$PHQGHG(,3


$FWLYLW\XQGHURXUVWRFNSODQVLVVHWIRUWKEHORZ

6KDUHV8QGHUO\LQJ
2XWVWDQGLQJ2SWLRQV
LQWKRXVDQGV





%DODQFHDW'HFHPEHU
2SWLRQVJUDQWHG
2SWLRQVH[HUFLVHG
2SWLRQVFDQFHOOHG
2SWLRQVIRUIHLWHG XQYHVWHG
2SWLRQVH[SLUHG YHVWHG
%DODQFHDW'HFHPEHU









9HVWHGDQGH[SHFWHGWRYHVWDW
'HFHPEHU







([HUFLVDEOHDW'HFHPEHU















:HLJKWHG$YHUDJH([HUFLVH
3ULFH3HU6KDUH






 


































:HLJKWHG$YHUDJH
5HPDLQLQJ
&RQWUDFWXDO7HUP
\HDUV












$JJUHJDWH
,QWULQVLF9DOXH
LQWKRXVDQGV











 
 
 
 
 
 




























7KHWRWDOLQWULQVLFYDOXHRIVWRFNRSWLRQVH[HUFLVHGGXULQJWKH\HDUVHQGHG'HFHPEHUDQGZDVPLOOLRQDQG
PLOOLRQUHVSHFWLYHO\7KHWRWDOLQWULQVLFYDOXHRIH[HUFLVHGVWRFNRSWLRQVLVFDOFXODWHGEDVHGRQWKHGLIIHUHQFHEHWZHHQWKHH[HUFLVHSULFHDQGWKHTXRWHG
PDUNHWSULFHRIRXUFRPPRQVWRFNDVRIWKHFORVHRIWKHH[HUFLVHGDWH
7KHWRWDOIDLUYDOXHRIVWRFNRSWLRQVYHVWHGGXULQJWKH\HDUVHQGHG'HFHPEHUDQGZDVPLOOLRQPLOOLRQDQG
PLOOLRQUHVSHFWLYHO\
2XUQRQYHVWHGVWRFNDZDUGVDUHFRPSULVHGRIUHVWULFWHGVWRFNXQLWVJUDQWHGZLWKSHUIRUPDQFHDQGWLPHEDVHGYHVWLQJFULWHULD$VXPPDU\RIWKH
VWDWXVRIQRQYHVWHGUHVWULFWHGVWRFNXQLWVDVRI'HFHPEHUDQGDFWLYLWLHVGXULQJDUHVXPPDUL]HGDVIROORZV

1XPEHURI6KDUHV

:HLJKWHG$YHUDJH


,QWKRXVDQGV


*UDQW'DWH)DLU9DOXH

1RQYHVWHGDVRI'HFHPEHU




*UDQWHG




9HVWHG




)RUIHLWHG




1RQYHVWHGDVRI'HFHPEHU





6WRFNEDVHGFRPSHQVDWLRQH[SHQVHUHODWHGWRUHVWULFWHGVWRFNXQLWVZDVDSSUR[LPDWHO\PLOOLRQIRUWKH\HDUHQGHG'HFHPEHU7KH
DJJUHJDWHLQWULQVLFYDOXHRIWKHUHVWULFWHGVWRFNXQLWVRXWVWDQGLQJDVRI'HFHPEHUEDVHGRQRXUVWRFNSULFHRQWKDWGDWHZDVPLOOLRQ


7KHWRWDOIDLUYDOXHRIUHVWULFWHGVWRFNXQLWVYHVWHGGXULQJWKH\HDUVHQGHG'HFHPEHUDQGZDVPLOOLRQPLOOLRQDQG
PLOOLRQUHVSHFWLYHO\
6WRFN%DVHG&RPSHQVDWLRQ
8QGHURXUVWRFNEDVHGFRPSHQVDWLRQSODQVRSWLRQDZDUGVJHQHUDOO\YHVWRYHUDWKUHH\HDURUIRXU\HDUSHULRGFRQWLQJHQWXSRQFRQWLQXRXVVHUYLFH
DQGXQOHVVH[HUFLVHGH[SLUHVHYHQRUWHQ\HDUVIURPWKHGDWHRIJUDQW RUHDUOLHUXSRQWHUPLQDWLRQRIFRQWLQXRXVVHUYLFH 7KH&RPSDQ\KDVDOVRJUDQWHG
SHUIRUPDQFHEDVHGHTXLW\DZDUGVWRFHUWDLQRIRXUHPSOR\HHV$VRI'HFHPEHUDSSUR[LPDWHO\VKDUHVXQGHUO\LQJVWRFNRSWLRQVDQG
DSSUR[LPDWHO\UHVWULFWHGVWRFNXQLWDZDUGVZLWKSHUIRUPDQFHEDVHGYHVWLQJFULWHULDZHUHRXWVWDQGLQJ$OORIWKHDZDUGVZLWKSHUIRUPDQFHEDVHG
YHVWLQJFULWHULDZHUHGHHPHGSUREDEOHDVRI'HFHPEHU:HUHFRJQL]HGVWRFNEDVHGFRPSHQVDWLRQH[SHQVHIRUDZDUGVZLWKSHUIRUPDQFHEDVHG
YHVWLQJFULWHULDGXULQJWKH\HDUVHQGHG'HFHPEHUDQGRIPLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\


7KHIDLUYDOXHRIHDFKRSWLRQLVHVWLPDWHGRQWKHGDWHRIJUDQWXVLQJWKH%ODFN6FKROHVRSWLRQYDOXDWLRQPRGHODQGWKHIROORZLQJZHLJKWHGDYHUDJH
DVVXPSWLRQV



6WRFN2SWLRQV
 
(PSOR\HH6WRFN3XUFKDVH3ODQ



<HDU(QGHG'HFHPEHU
 
<HDU(QGHG'HFHPEHU



  
  
  
  
  
 
:HLJKWHGDYHUDJHIDLUYDOXH
 






  
  

5LVNIUHHLQWHUHVWUDWH
 
 
 
 
 
 

([SHFWHGOLIH LQ\HDUV
 






  
  

([SHFWHG9RODWLOLW\
 






  
  


([SHFWHGYRODWLOLW\LVEDVHGRQKLVWRULFDOYRODWLOLW\RIRXUVWRFNSULFH7KHH[SHFWHGOLIHRIRSWLRQVJUDQWHGLVHVWLPDWHGEDVHGRQKLVWRULFDORSWLRQ
H[HUFLVHDQGHPSOR\HHWHUPLQDWLRQGDWD2XUVHQLRUPDQDJHPHQWZKRKROGDPDMRULW\RIWKHRSWLRQVRXWVWDQGLQJDQGRWKHUHPSOR\HHVZHUHJURXSHGDQG
FRQVLGHUHGVHSDUDWHO\IRUYDOXDWLRQSXUSRVHV7KHULVNIUHHUDWHIRUSHULRGVZLWKLQWKHFRQWUDFWXDOOLIHRIWKHRSWLRQLVEDVHGRQWKH867UHDVXU\\LHOG
FXUYHLQHIIHFWDWWKHWLPHRIJUDQW)RUIHLWXUHHVWLPDWHVDUHEDVHGRQKLVWRULFDOHPSOR\HHWXUQRYHU7KHGLYLGHQG\LHOGLV]HURSHUFHQWIRUDOO\HDUVDQGLV
EDVHGRQRXUKLVWRU\DQGH[SHFWDWLRQRIGLYLGHQGSD\RXWV


&RPSHQVDWLRQH[SHQVHLVEDVHGRQDZDUGVXOWLPDWHO\H[SHFWHGWRYHVWDQGUHIOHFWVHVWLPDWHGIRUIHLWXUHV)RUHTXLW\DZDUGVZLWKWLPHEDVHGYHVWLQJ
WKHIDLUYDOXHLVDPRUWL]HGWRH[SHQVHRQDVWUDLJKWOLQHEDVLVRYHUWKHYHVWLQJSHULRGV)RUHTXLW\DZDUGVZLWKSHUIRUPDQFHEDVHGYHVWLQJFULWHULDWKHIDLU
YDOXHLVDPRUWL]HGWRH[SHQVHZKHQWKHDFKLHYHPHQWRIWKHYHVWLQJFULWHULDEHFRPHVSUREDEOH6WRFNEDVHGFRPSHQVDWLRQFRVWIRUWKH\HDUHQGHG'HFHPEHU
LQFOXGHVLQFUHPHQWDOFRVWRIPLOOLRQIRUDFFHOHUDWHGYHVWLQJRIVWRFNDZDUGVDQGH[WHQVLRQRIH[HUFLVHSHULRGRIVWRFNRSWLRQVLQFRQQHFWLRQ
ZLWKWKHUHWLUHPHQWRIRXU&KLHI([HFXWLYH2IILFHU6HH1RWH
:HUHFRJQL]HGWKHIROORZLQJDPRXQWVRIVWRFNEDVHGFRPSHQVDWLRQH[SHQVH LQWKRXVDQGV 



<HDU(QGHG'HFHPEHU




 

 


(PSOR\HHVDQGGLUHFWRUVVWRFNEDVHGFRPSHQVDWLRQH[SHQVH
 
 
 


 
 
 



<HDU(QGHG'HFHPEHU




 

 


5HVHDUFKDQGGHYHORSPHQW
 
 
 

6HOOLQJJHQHUDODQGDGPLQLVWUDWLYH
 
 
 

&RVWRIVDOHVSURGXFW
 
 
 

,QYHQWRU\
 
 
 

5HVWUXFWXULQJ
 
 
 

7RWDO
 
 
 


$VRI'HFHPEHUWKHWRWDOXQUHFRJQL]HGFRPSHQVDWLRQFRVWUHODWHGWRQRQYHVWHGVWRFNRSWLRQVDQGDZDUGVGHHPHGSUREDEOHRIYHVWLQJ
LQFOXGLQJDOOVWRFNRSWLRQVZLWKWLPHEDVHGYHVWLQJQHWRIHVWLPDWHGIRUIHLWXUHVDPRXQWHGWRPLOOLRQZKLFKLVH[SHFWHGWREHUHFRJQL]HGRYHUWKH
UHPDLQLQJZHLJKWHGDYHUDJHYHVWLQJSHULRGRI\HDUV$GGLWLRQDOO\DVRI'HFHPEHUWKHWRWDOXQUHFRJQL]HGFRPSHQVDWLRQFRVWUHODWHGWRHTXLW\
DZDUGVZLWKSHUIRUPDQFHEDVHGYHVWLQJFULWHULDDPRXQWHGWRPLOOLRQ


(PSOR\HH6WRFN3XUFKDVH3ODQ
7KH$PHQGHGDQG5HVWDWHG(PSOR\HH6WRFN3XUFKDVH3ODQ WKHȐ3XUFKDVH3ODQȑ SURYLGHVIRUWKHSXUFKDVHRIFRPPRQVWRFNE\HOLJLEOH
HPSOR\HHVDQGEHFDPHHIIHFWLYHRQ0D\2Q0D\RXUVWRFNKROGHUVDSSURYHGDQDPHQGPHQWWRWKH3XUFKDVH3ODQWRLQFUHDVHWKH
DJJUHJDWHQXPEHURIVKDUHVRIFRPPRQVWRFNDXWKRUL]HGIRULVVXDQFHE\VKDUHV7KHSXUFKDVHSULFHSHUVKDUHLVWKHOHVVHURI L RIWKHIDLU
PDUNHWYDOXHRIWKHFRPPRQVWRFNRQWKHFRPPHQFHPHQWRIWKHWZR\HDURIIHUSHULRG JHQHUDOO\WKHVL[WHHQWKGD\LQ)HEUXDU\RU$XJXVW RU LL RI
WKHIDLUPDUNHWYDOXHRIWKHFRPPRQVWRFNRQWKHH[HUFLVHGDWHZKLFKLVWKHODVWGD\RIDSXUFKDVHSHULRG JHQHUDOO\WKHILIWHHQWKGD\LQ)HEUXDU\RU
$XJXVW )RUWKH\HDUHQGHG'HFHPEHUHPSOR\HHVKDYHDFTXLUHGVKDUHVRIRXUFRPPRQVWRFNXQGHUWKH3XUFKDVH3ODQDQG
VKDUHVRIRXUFRPPRQVWRFNUHPDLQHGDYDLODEOHIRUIXWXUHSXUFKDVHVXQGHUWKH3XUFKDVH3ODQ


$VRI'HFHPEHUWKHWRWDOXQUHFRJQL]HGFRPSHQVDWLRQFRVWUHODWHGWRVKDUHVRIRXUFRPPRQVWRFNXQGHUWKH3XUFKDVH3ODQDPRXQWHGWR
PLOOLRQZKLFKLVH[SHFWHGWREHUHFRJQL]HGRYHUWKHUHPDLQLQJZHLJKWHGDYHUDJHYHVWLQJSHULRGRI\HDUV





(PSOR\HH%HQHILW3ODQ

:HPDLQWDLQD N 3ODQZKLFKTXDOLILHVDVDGHIHUUHGVDODU\DUUDQJHPHQWXQGHU6HFWLRQ N RIWKH,QWHUQDO5HYHQXH&RGH8QGHUWKH N
3ODQSDUWLFLSDWLQJHPSOR\HHVPD\GHIHUDSRUWLRQRIWKHLUSUHWD[HDUQLQJV:HPD\DWRXUGLVFUHWLRQFRQWULEXWHIRUWKHEHQHILWRIHOLJLEOHHPSOR\HHV7KH
&RPSDQ\ȍVFRQWULEXWLRQWRWKH N 3ODQZDVDSSUR[LPDWHO\PLOOLRQIRUWKH\HDUHQGHG'HFHPEHUDQGDSSUR[LPDWHO\PLOOLRQIRUHDFK
RIWKH\HDUVHQGHG'HFHPEHUDQG





5HVWUXFWXULQJ

2Q0D\ZHLPSOHPHQWHGDVWUDWHJLFRUJDQL]DWLRQDOUHVWUXFWXULQJSULQFLSDOO\WRDOLJQRXURSHUDWLRQVDURXQGRXUYDFFLQHEXVLQHVVDQG
VLJQLILFDQWO\FXUWDLOIXUWKHULQYHVWPHQWLQRXULPPXQRRQFRORJ\EXVLQHVV,QFRQQHFWLRQZLWKWKHUHVWUXFWXULQJZHUHGXFHGRXUZRUNIRUFHE\
DSSUR[LPDWHO\SRVLWLRQVRUDSSUR[LPDWHO\RI86EDVHGSHUVRQQHO$OVRLQFRQQHFWLRQZLWKWKHUHVWUXFWXULQJRXU&KLHI([HFXWLYH2IILFHUDOVRD
PHPEHURIWKH%RDUGRI'LUHFWRUV WKHȐ%RDUGȑ VXEPLWWHGQRWLFHRIKLVUHWLUHPHQWIURPWKH&RPSDQ\DQGWKH%RDUGHIIHFWLYH$XJXVW$VRI
'HFHPEHUZHKDYHFRPSOHWHGRXUUHVWUXFWXULQJDFWLYLWLHVDQGDOOFRVWVKDYHEHHQLQFXUUHG
7KHPDMRUFRPSRQHQWVRIRXUUHVWUXFWXULQJFRVWVDUHVXPPDUL]HGDVIROORZV LQWKRXVDQGV 

7RWDO5HVWUXFWXULQJ
&RVWV([SHFWHGWR
EH,QFXUUHG


&RPSRQHQWVRI5HVWUXFWXULQJ&RVWV




5HVWUXFWXULQJ&RVWV
,QFXUUHGIRUWKH
<HDU(QGHG
'HFHPEHU

6HYHUDQFHDQGRWKHUWHUPLQDWLRQEHQHILWV
 
  
6WRFNEDVHGFRPSHQVDWLRQH[SHQVH D
 
  
$FFHOHUDWHGGHSUHFLDWLRQ
 
  
 
  
7RWDOUHVWUXFWXULQJFRVW

 D $VDUHVXOWRIDFFHOHUDWHGYHVWLQJRIVWRFNDZDUGVDQGWKHH[WHQVLRQRIH[HUFLVHSHULRGRIVWRFNRSWLRQV









5HPDLQLQJWREH,QFXUUHG



















7KHRXWVWDQGLQJUHVWUXFWXULQJOLDELOLWLHVDUHLQFOXGHGLQDFFUXHGOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV$VRI'HFHPEHUWKH
FRPSRQHQWVRIWKHUHVWUXFWXULQJOLDELOLWLHVZHUHDVIROORZV LQWKRXVDQGV 

6HYHUDQFHDQG2WKHU
7HUPLQDWLRQ%HQHILWV





%DODQFHDW'HFHPEHU


6HYHUDQFHDQGRWKHUWHUPLQDWLRQEHQHILWV


&DVKSD\PHQWVRUVHWWOHPHQWV


%DODQFHDW'HFHPEHU



,Q-DQXDU\ZHLPSOHPHQWHGRUJDQL]DWLRQDOUHVWUXFWXULQJDQGFRVWUHGXFWLRQSODQVWRDOLJQDURXQGRXULPPXQRRQFRORJ\EXVLQHVVZKLOH
DOORZLQJXVWRDGYDQFH+(3/,6$9%WKURXJKWKH)'$UHYLHZDQGDSSURYDOSURFHVV7RDFKLHYHWKHVHFRVWUHGXFWLRQVZHVXVSHQGHGPDQXIDFWXULQJ
DFWLYLWLHVFRPPHUFLDOSUHSDUDWLRQVDQGRWKHUORQJWHUPLQYHVWPHQWUHODWHGWR+(3/,6$9%DQGUHGXFHGRXUJOREDOZRUNIRUFHE\DSSUR[LPDWHO\SHUFHQW
,QWKHILUVWTXDUWHURIZHUHFRUGHGFKDUJHVRIPLOOLRQUHODWHGWRVHYHUDQFHRWKHUWHUPLQDWLRQEHQHILWVDQGRXWSODFHPHQWVHUYLFHV$OORIWKH
PLOOLRQZDVSDLGLQ







,QFRPH7D[HV

&RQVROLGDWHG ORVV LQFRPHEHIRUHSURYLVLRQIRULQFRPHWD[HVFRQVLVWHGRIWKHIROORZLQJ LQWKRXVDQGV 



<HDU(QGHG'HFHPEHU






86
 
  
  
1RQ86
 
  
  
7RWDO
 
  
  









1RLQFRPHWD[H[SHQVHZDVUHFRUGHGIRUWKH\HDUVHQGHG'HFHPEHUDQGGXHWRRXUIXOOYDOXDWLRQDOORZDQFHSRVLWLRQ7KH
GLIIHUHQFHEHWZHHQWKHFRQVROLGDWHGLQFRPHWD[EHQHILWDQGWKHDPRXQWFRPSXWHGE\DSSO\LQJWKHIHGHUDOVWDWXWRU\LQFRPHWD[UDWHWRWKHFRQVROLGDWHGORVV
EHIRUHLQFRPHWD[HVZDVDVIROORZV LQWKRXVDQGV 



<HDU(QGHG'HFHPEHU




 

 


,QFRPHWD[EHQHILWDWIHGHUDOVWDWXWRU\UDWH
 
  
  

6WDWHWD[
 
  
  

%XVLQHVVFUHGLWV
 
  
  

8QFHUWDLQWD[SRVLWLRQV
 
  
  

'HIHUUHGFRPSHQVDWLRQFKDUJHV
 
  
  

&KDQJHLQYDOXDWLRQDOORZDQFH
 
  
  

5DWHFKDQJH
 
  
  

1HWRSHUDWLQJORVVDQGWD[FUHGLWOLPLWDWLRQ
 
  
  

6HFWLRQ P OLPLWDWLRQ
 
  
  

0DUNWRPDUNHWRIZDUUDQWV
 
  
  

2WKHU
 
  
  

7RWDOLQFRPHWD[H[SHQVH
 
  
  




'HIHUUHGWD[DVVHWVDQGOLDELOLWLHVFRQVLVWHGRIWKHIROORZLQJ LQWKRXVDQGV 



'HIHUUHGWD[DVVHWV
1HWRSHUDWLQJORVVFDUU\IRUZDUGV
5HVHDUFKWD[FUHGLWFDUU\IRUZDUGV
$FFUXDOVDQGUHVHUYHV
&DSLWDOL]HGUHVHDUFKFRVWV
2WKHU
7RWDOGHIHUUHGWD[DVVHWV
/HVVYDOXDWLRQDOORZDQFH
1HWGHIHUUHGWD[DVVHWV
'HIHUUHGWD[OLDELOLWLHV
)L[HGDVVHWV
2SHUDWLQJOHDVHULJKWRIXVHDVVHWV
7RWDOGHIHUUHGWD[OLDELOLWLHV
1HWGHIHUUHGWD[DVVHWV




































'HFHPEHU


 
































































7KHWD[EHQHILWRIQHWRSHUDWLQJORVVHVWHPSRUDU\GLIIHUHQFHVDQGFUHGLWFDUU\IRUZDUGVLVUHTXLUHGWREHUHFRUGHGDVDQDVVHWWRWKHH[WHQWWKDW
PDQDJHPHQWDVVHVVHVWKDWUHDOL]DWLRQLVȐPRUHOLNHO\WKDQQRWȑ5HDOL]DWLRQRIWKHIXWXUHWD[EHQHILWVLVGHSHQGHQWRQRXUDELOLW\WRJHQHUDWHVXIILFLHQW
WD[DEOHLQFRPHZLWKLQWKHFDUU\IRUZDUGSHULRG%HFDXVHRIRXUUHFHQWKLVWRU\RIRSHUDWLQJORVVHVPDQDJHPHQWEHOLHYHVWKDWUHFRJQLWLRQRIWKHGHIHUUHGWD[
DVVHWVDULVLQJIURPWKHDERYHPHQWLRQHGIXWXUHWD[EHQHILWVLVFXUUHQWO\QRWOLNHO\WREHUHDOL]HGDQGDFFRUGLQJO\KDVSURYLGHGDIXOOYDOXDWLRQDOORZDQFH
7KHYDOXDWLRQDOORZDQFHLQFUHDVHGE\PLOOLRQDQGPLOOLRQIRUWKH\HDUVHQGHG'HFHPEHUDQGUHVSHFWLYHO\GXHWRDQLQFUHDVHLQ
RXUGHIHUUHGWD[DVVHWV


$VRI'HFHPEHUZHKDGIHGHUDOQHWRSHUDWLQJORVVFDUU\IRUZDUGVRIDSSUR[LPDWHO\PLOOLRQZKLFKZLOOEHJLQWRH[SLUHLQWKH\HDU
DQGIHGHUDOUHVHDUFKDQGGHYHORSPHQWWD[FUHGLWVRIDSSUR[LPDWHO\PLOOLRQZKLFKH[SLUHLQWKH\HDUVWKURXJK
$VRI'HFHPEHUZHKDGQHWRSHUDWLQJORVVFDUU\IRUZDUGVIRU&DOLIRUQLDDQGRWKHUVWDWHVIRULQFRPHWD[SXUSRVHVRIDSSUR[LPDWHO\
PLOOLRQZKLFKH[SLUHLQWKH\HDUVWKURXJKDQG&DOLIRUQLDVWDWHUHVHDUFKDQGGHYHORSPHQWWD[FUHGLWVRIDSSUR[LPDWHO\PLOOLRQZKLFKGR
QRWH[SLUH
$VRI'HFHPEHUZHKDGQHWRSHUDWLQJORVVFDUU\IRUZDUGVIRUIRUHLJQLQFRPHWD[SXUSRVHVRIDSSUR[LPDWHO\PLOOLRQZKLFKGRQRW
H[SLUH
8QFHUWDLQ,QFRPH7D[SRVLWLRQV
7KHWRWDODPRXQWRIXQUHFRJQL]HGWD[EHQHILWVZDVPLOOLRQDQGPLOOLRQDVRI'HFHPEHUDQGUHVSHFWLYHO\,IUHFRJQL]HG
QRQHRIWKHXQUHFRJQL]HGWD[EHQHILWVZRXOGDIIHFWWKHHIIHFWLYHWD[UDWH
7KHIROORZLQJWDEOHVXPPDUL]HVWKHDFWLYLW\UHODWHGWRRXUXQUHFRJQL]HGWD[EHQHILWV

%DODQFHDW'HFHPEHU
7D[SRVLWLRQVUHODWHGWRWKHFXUUHQW\HDU
$GGLWLRQV
5HGXFWLRQV
7D[SRVLWLRQVUHODWHGWRWKHSULRU\HDU
$GGLWLRQV
5HGXFWLRQV
%DODQFHDW'HFHPEHU































2XUSROLF\LVWRDFFRXQWIRULQWHUHVWDQGSHQDOWLHVDVLQFRPHWD[H[SHQVH$VRI'HFHPEHUWKHUHZDVQRLQWHUHVWUHODWHGWRXQUHFRJQL]HG
WD[EHQHILWV1RDPRXQWVRISHQDOWLHVUHODWHGWRXQUHFRJQL]HGWD[EHQHILWVZHUHUHFRJQL]HGLQWKHSURYLVLRQIRULQFRPHWD[HV:HGRQRWDQWLFLSDWHDQ\
VLJQLILFDQWFKDQJHZLWKLQPRQWKVRIWKLVUHSRUWLQJGDWHRILWVXQFHUWDLQWD[SRVLWLRQV
7KH7D[5HIRUP$FWRIOLPLWVWKHDQQXDOXVHRIQHWRSHUDWLQJORVVDQGWD[FUHGLWFDUU\IRUZDUGVLQFHUWDLQVLWXDWLRQVZKHUHFKDQJHVRFFXULQ
VWRFNRZQHUVKLSRIDFRPSDQ\,QWKHHYHQWWKHUHLVDFKDQJHLQRZQHUVKLSDVGHILQHGWKHDQQXDOXWLOL]DWLRQRIVXFKFDUU\IRUZDUGVFRXOGEHOLPLWHG%DVHG
RQDQDQDO\VLVXQGHU6HFWLRQRIWKH,QWHUQDO5HYHQXH&RGHFRPSOHWHGWKURXJK'HFHPEHUZHH[SHULHQFHGRZQHUVKLSFKDQJHVLQ
DQGZKLFKOLPLWWKHIXWXUHXVHRILWVSUHFKDQJHIHGHUDOQHWRSHUDWLQJORVVFDUU\IRUZDUGVDQGIHGHUDOUHVHDUFKDQGGHYHORSPHQWWD[FUHGLWV:H
H[FOXGHGWKHVHIHGHUDOQHWRSHUDWLQJORVVFDUU\IRUZDUGVDQGIHGHUDOUHVHDUFKDQGGHYHORSPHQWWD[FUHGLWVWKDWZLOOH[SLUHDVDUHVXOWRIWKHDQQXDO
OLPLWDWLRQVLQWKHGHIHUUHGWD[DVVHWVDVRI'HFHPEHU$OLPLWDWLRQFDOFXODWLRQKDVQRWEHHQSHUIRUPHGZLWKUHVSHFWWRWKH&DOLIRUQLDQHWRSHUDWLQJ
ORVVFDUU\IRUZDUGVDQGUHVHDUFKDQGGHYHORSPHQWWD[FUHGLWVDQGZHEHOLHYHWKDWRXUDELOLW\WRXVHWKHVH&DOLIRUQLDQHWRSHUDWLQJORVVFDUU\IRUZDUGVDQG
UHVHDUFKDQGGHYHORSPHQWWD[FUHGLWVLQWKHIXWXUHPD\EHOLPLWHG:HKDYHQRWFRPSOHWHGDQDQDO\VLVDQGDOLPLWDWLRQFDOFXODWLRQKDVQRWEHHQSHUIRUPHG
VXEVHTXHQWWRWKHSHULRGHQGLQJ'HFHPEHU'XHWRHTXLW\LVVXDQFHVLQDQGFKDQJHVLQRZQHUVKLSRIRXUFRPPRQVWRFNZHEHOLHYHWKDWRXU
QHWRSHUDWLQJORVVHVDQGWD[FUHGLWVLQWKHIXWXUHPD\EHIXUWKHUOLPLWHG
:HDUHVXEMHFWWRLQFRPHWD[H[DPLQDWLRQVIRU86IHGHUDODQGVWDWHLQFRPHWD[HVIURPIRUZDUG:HDUHVXEMHFWWRWD[H[DPLQDWLRQLQ
*HUPDQ\IURPIRUZDUGDQGLQ,QGLDIURPIRUZDUG









6HOHFWHG4XDUWHUO\)LQDQFLDO'DWD 8QDXGLWHGLQWKRXVDQGVH[FHSWSHUVKDUHDPRXQWV


7RWDOUHYHQXHV
1HWORVV
1HWORVVDOORFDEOHWRFRPPRQVWRFNKROGHUV
1HWORVVSHUVKDUHDOORFDEOHWRFRPPRQVWRFNKROGHUVEDVLF
DQGGLOXWHG
:HLJKWHGDYHUDJHVKDUHVXVHGWRFRPSXWHEDVLFDQGGLOXWHG
QHWORVVSHUVKDUHDOORFDEOHWRFRPPRQVWRFNKROGHUV




7RWDOUHYHQXHV
1HWORVV
1HWORVVSHUVKDUHEDVLFDQGGLOXWHG
:HLJKWHGDYHUDJHVKDUHVXVHGWRFRPSXWHEDVLFDQGGLOXWHG
QHWORVVSHUVKDUH
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<HDU(QGHG'HFHPEHU
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<HDU(QGHG'HFHPEHU
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6XEVHTXHQW(YHQW



2Q0DUFKZHHQWHUHGLQWRDZDUUDQWH[FKDQJHDJUHHPHQWZLWK%DLQ&DSLWDO/LIH6FLHQFHV)XQG/3DQG%&,3/LIH6FLHQFHV$VVRFLDWHV
/3 WRJHWKHUȐ%DLQ/LIH6FLHQFHVȑ SXUVXDQWWRZKLFKZHDJUHHGWKDWZHZRXOGXSRQIXWXUHQRWLFHIURP%DLQ/LIH6FLHQFHVWRH[FKDQJHDOORUDSRUWLRQ
RIWKHFRPPRQVWRFNZDUUDQWVKHOGE\%DLQ/LIH6FLHQFHVIRUZDUUDQWVWRSXUFKDVHDQHZ6HULHV&FRQYHUWLEOHSUHIHUUHGVWRFN(DFKVKDUHRI6HULHV&
FRQYHUWLEOHSUHIHUUHGVWRFNZRXOGEHFRQYHUWLEOHLQWRVKDUHVRIFRPPRQVWRFNZLWKDFRQYHUVLRQSULFHRIDQGZRXOGKDYHVXEVWDQWLDOO\
LGHQWLFDOULJKWVWRRXU6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFN


,7(0

&+$1*(6,1$1'',6$*5((0(176:,7+$&&2817$17621$&&2817,1*$1'),1$1&,$/',6&/2685(

1RQH
,7(0$

&21752/6$1'352&('85(6

D (YDOXDWLRQRI'LVFORVXUH&RQWUROVDQG3URFHGXUHV
:HPDLQWDLQGLVFORVXUHFRQWUROVDQGSURFHGXUHV DVGHILQHGLQ5XOHVD H DQGG H XQGHUWKH6HFXULWLHV([FKDQJH$FWRI ȐWKH
([FKDQJH$FWȑ WKDWDUHGHVLJQHGWRHQVXUHWKDWLQIRUPDWLRQUHTXLUHGWREHGLVFORVHGLQRXU([FKDQJH$FWUHSRUWVLVUHFRUGHGSURFHVVHGVXPPDUL]HGDQG
UHSRUWHGZLWKLQWKHWLPHSHULRGVVSHFLILHGLQWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQUXOHVDQGIRUPVDQGWKDWVXFKLQIRUPDWLRQLVDFFXPXODWHGDQG
FRPPXQLFDWHGWRRXUPDQDJHPHQWLQFOXGLQJRXU&KLHI([HFXWLYH2IILFHUDQG3ULQFLSDO)LQDQFLDO2IILFHUDVDSSURSULDWHWRDOORZIRUWLPHO\GHFLVLRQV
UHJDUGLQJUHTXLUHGGLVFORVXUH,QGHVLJQLQJDQGHYDOXDWLQJWKHGLVFORVXUHFRQWUROVDQGSURFHGXUHVPDQDJHPHQWUHFRJQL]HVWKDWDQ\FRQWUROVDQG
SURFHGXUHVQRPDWWHUKRZZHOOGHVLJQHGDQGRSHUDWHGFDQRQO\SURYLGHUHDVRQDEOHQRWDEVROXWHDVVXUDQFHRIDFKLHYLQJWKHGHVLUHGFRQWUROREMHFWLYHV
%DVHGRQWKHLUHYDOXDWLRQRIWKHHIIHFWLYHQHVVRIWKHGHVLJQDQGRSHUDWLRQRIRXUGLVFORVXUHFRQWUROVDQGSURFHGXUHVDVRIWKHHQGRIWKHSHULRG
FRYHUHGE\WKLVUHSRUWRXUPDQDJHPHQWZLWKWKHSDUWLFLSDWLRQRIRXU&KLHI([HFXWLYH2IILFHUDQGRXU&KLHI)LQDQFLDO2IILFHUFRQFOXGHGWKDWRXU
GLVFORVXUHFRQWUROVDQGSURFHGXUHVDUHHIIHFWLYHDQGZHUHRSHUDWLQJDWWKHUHDVRQDEOHDVVXUDQFHOHYHOWRHQVXUHWKDWLQIRUPDWLRQUHTXLUHGWREHGLVFORVHGE\
XVLQUHSRUWVWKDWZHILOHRUVXEPLWXQGHUWKH([FKDQJH$FWLVUHFRUGHGSURFHVVHGVXPPDUL]HGDQGUHSRUWHGZLWKLQWKHWLPHSHULRGVVSHFLILHGLQWKH
6HFXULWLHVDQG([FKDQJH&RPPLVVLRQUXOHVDQGIRUPV
E 0DQDJHPHQWȍV$QQXDO5HSRUWRQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ
2XUPDQDJHPHQWLVUHVSRQVLEOHIRUHVWDEOLVKLQJDQGPDLQWDLQLQJDGHTXDWHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVGHILQHGLQ5XOHVD I
DQGG I XQGHUWKH([FKDQJH$FW2XUPDQDJHPHQWZLWKWKHSDUWLFLSDWLRQRIRXU&KLHI([HFXWLYH2IILFHUDQG&KLHI)LQDQFLDO2IILFHUFRQGXFWHGDQ
HYDOXDWLRQRIWKHHIIHFWLYHQHVVRIRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJEDVHGRQWKHIUDPHZRUNLQ,QWHUQDO&RQWURO,QWHJUDWHG)UDPHZRUNLVVXHGE\
WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ )UDPHZRUN %DVHGRQWKDWHYDOXDWLRQRXUPDQDJHPHQWFRQFOXGHGWKDW
RXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJZDVHIIHFWLYHDVRI'HFHPEHU7KH&RPSDQ\ȍVLQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWDQWV(UQVW
<RXQJ//3DXGLWHGWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHGLQWKLV$QQXDO5HSRUWRQ)RUP.DQGKDYHLVVXHGDUHSRUWRQWKH&RPSDQ\ȍVLQWHUQDO
FRQWURORYHUILQDQFLDOUHSRUWLQJ7KHUHSRUWRQWKHDXGLWRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDSSHDUVEHORZ


5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP
7RWKH6WRFNKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ

2SLQLRQRQ,QWHUQDO&RQWURORYHU)LQDQFLDO5HSRUWLQJ
:HKDYHDXGLWHG'\QDYD[7HFKQRORJLHV&RUSRUDWLRQȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQFULWHULDHVWDEOLVKHGLQ
,QWHUQDO&RQWUROȉ,QWHJUDWHG)UDPHZRUNLVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ IUDPHZRUN  WKH
&262FULWHULD ,QRXURSLQLRQ'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ WKH&RPSDQ\ PDLQWDLQHGLQDOOPDWHULDOUHVSHFWVHIIHFWLYHLQWHUQDOFRQWURORYHU
ILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQWKH&262FULWHULD
:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG 8QLWHG6WDWHV  3&$2% WKHFRQVROLGDWHG
EDODQFHVKHHWVRIWKH&RPSDQ\DVRI'HFHPEHUDQGDQGWKHUHODWHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQVFRPSUHKHQVLYHORVV
VWRFNKROGHUVȍHTXLW\DQGFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG'HFHPEHUDQGWKHUHODWHGQRWHVRIWKH&RPSDQ\DQGRXUUHSRUW
GDWHG0DUFKH[SUHVVHGDQXQTXDOLILHGRSLQLRQWKHUHRQ
%DVLVIRU2SLQLRQ
7KH&RPSDQ\ȍVPDQDJHPHQWLVUHVSRQVLEOHIRUPDLQWDLQLQJHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDQGIRULWVDVVHVVPHQWRIWKHHIIHFWLYHQHVVRI
LQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHGLQWKHDFFRPSDQ\LQJ0DQDJHPHQWȍV$QQXDO5HSRUWRQ,QWHUQDO&RQWURORYHU)LQDQFLDO5HSRUWLQJ2XU
UHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKH&RPSDQ\ȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJEDVHGRQRXUDXGLW:HDUHDSXEOLFDFFRXQWLQJILUP
UHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWREHLQGHSHQGHQWZLWKUHVSHFWWRWKH&RPSDQ\LQDFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKH
DSSOLFDEOHUXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQDQGWKH3&$2%
:HFRQGXFWHGRXUDXGLWLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQGSHUIRUPWKHDXGLWWRREWDLQUHDVRQDEOH
DVVXUDQFHDERXWZKHWKHUHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJZDVPDLQWDLQHGLQDOOPDWHULDOUHVSHFWV2XUDXGLWLQFOXGHGREWDLQLQJDQ
XQGHUVWDQGLQJRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVVHVVLQJWKHULVNWKDWDPDWHULDOZHDNQHVVH[LVWVWHVWLQJDQGHYDOXDWLQJWKHGHVLJQDQGRSHUDWLQJ
HIIHFWLYHQHVVRILQWHUQDOFRQWUROEDVHGRQWKHDVVHVVHGULVNDQGSHUIRUPLQJVXFKRWKHUSURFHGXUHVDVZHFRQVLGHUHGQHFHVVDU\LQWKHFLUFXPVWDQFHV:H
EHOLHYHWKDWRXUDXGLWSURYLGHVDUHDVRQDEOHEDVLVIRURXURSLQLRQ
'HILQLWLRQDQG/LPLWDWLRQVRI,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ
$FRPSDQ\ȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVDSURFHVVGHVLJQHGWRSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJWKHUHOLDELOLW\RIILQDQFLDOUHSRUWLQJ
DQGWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV$FRPSDQ\ȍVLQWHUQDOFRQWURO
RYHUILQDQFLDOUHSRUWLQJLQFOXGHVWKRVHSROLFLHVDQGSURFHGXUHVWKDW  SHUWDLQWRWKHPDLQWHQDQFHRIUHFRUGVWKDWLQUHDVRQDEOHGHWDLODFFXUDWHO\DQGIDLUO\
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'(6&5,37,212)&$3,7$/672&.
5HIHUHQFHVKHUHLQWRȐ'\QDYD[ȑȐRXUȑȐZHȑȐXVȑDQGWKHȐ&RPSDQ\ȑUHIHURQO\WR'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ
*HQHUDO
2XUDXWKRUL]HGFDSLWDOVWRFNFRQVLVWVRIVKDUHVRIFRPPRQVWRFNSDUYDOXHSHUVKDUHDQGVKDUHVRISUHIHUUHGVWRFN
SDUYDOXHSHUVKDUHVKDUHVRIZKLFKKDYHEHHQGHVLJQDWHGDV6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFN2XUFRPPRQVWRFNLVWKHRQO\VHFXULW\RI
WKH&RPSDQ\UHJLVWHUHGSXUVXDQWWR6HFWLRQRIWKH6HFXULWLHV([FKDQJH$FWRIDVDPHQGHGRUWKH([FKDQJH$FW
7KHIROORZLQJVXPPDU\GHVFULSWLRQLVTXDOLILHGHQWLUHO\E\UHIHUHQFHWRWKHDSSOLFDEOHSURYLVLRQVRIRXUFHUWLILFDWHRILQFRUSRUDWLRQE\ODZVDQGWKH
'HODZDUH*HQHUDO&RUSRUDWLRQ/DZRU'HODZDUH/DZ2XUFHUWLILFDWHRILQFRUSRUDWLRQDQGRXUE\ODZVDUHLQFRUSRUDWHGE\UHIHUHQFHDVH[KLELWVWRWKLV
$QQXDO5HSRUWRQ)RUP.WRZKLFKWKLV'HVFULSWLRQRI&DSLWDO6WRFNLVDQH[KLELW
&RPPRQ6WRFN
9RWLQJ5LJKWV(DFKKROGHURIFRPPRQVWRFNLVHQWLWOHGWRRQHYRWHIRUHDFKVKDUHRQDOOPDWWHUVVXEPLWWHGWRDYRWHRIWKHVWRFNKROGHUVLQFOXGLQJ
WKHHOHFWLRQRIGLUHFWRUV2XUFHUWLILFDWHRILQFRUSRUDWLRQDQGE\ODZVGRQRWSURYLGHIRUFXPXODWLYHYRWLQJULJKWV%HFDXVHRIWKLVWKHKROGHUVRIDPDMRULW\
RIWKHVKDUHVRIFRPPRQVWRFNHQWLWOHGWRYRWHLQDQ\HOHFWLRQRIGLUHFWRUVFDQHOHFWDOORIWKHGLUHFWRUVVWDQGLQJIRUHOHFWLRQLIWKH\VKRXOGVRFKRRVH
'LYLGHQGV6XEMHFWWRSUHIHUHQFHVWKDWPD\EHDSSOLFDEOHWRDQ\WKHQRXWVWDQGLQJSUHIHUUHGVWRFNKROGHUVRIFRPPRQVWRFNDUHHQWLWOHGWRUHFHLYH
GLYLGHQGVLIDQ\DVPD\EHGHFODUHGIURPWLPHWRWLPHE\RXUERDUGRIGLUHFWRUVRXWRIOHJDOO\DYDLODEOHIXQGV
/LTXLGDWLRQ,QWKHHYHQWRIRXUOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSKROGHUVRIFRPPRQVWRFNZLOOEHHQWLWOHGWRVKDUHUDWDEO\LQWKHQHWDVVHWV
OHJDOO\DYDLODEOHIRUGLVWULEXWLRQWRVWRFNKROGHUVDIWHUWKHSD\PHQWRIDOORIRXUGHEWVDQGRWKHUOLDELOLWLHVDQGWKHVDWLVIDFWLRQRIDQ\OLTXLGDWLRQSUHIHUHQFH
JUDQWHGWRWKHKROGHUVRIDQ\WKHQRXWVWDQGLQJVKDUHVRISUHIHUUHGVWRFN
5LJKWVDQG3UHIHUHQFHV+ROGHUVRIFRPPRQVWRFNKDYHQRSUHHPSWLYHFRQYHUVLRQRUVXEVFULSWLRQULJKWVDQGWKHUHDUHQRUHGHPSWLRQRUVLQNLQJ
IXQGSURYLVLRQVDSSOLFDEOHWRWKHFRPPRQVWRFN7KHULJKWVSUHIHUHQFHVDQGSULYLOHJHVRIWKHKROGHUVRIFRPPRQVWRFNDUHVXEMHFWWRDQGPD\EH
DGYHUVHO\DIIHFWHGE\WKHULJKWVRIWKHKROGHUVRIVKDUHVRIDQ\VHULHVRISUHIHUUHGVWRFNZKLFKZHPD\GHVLJQDWHLQWKHIXWXUH
3UHIHUUHG6WRFN
*HQHUDO3XUVXDQWWRRXUFHUWLILFDWHRILQFRUSRUDWLRQRXUERDUGRIGLUHFWRUVKDVWKHDXWKRULW\ZLWKRXWIXUWKHUDFWLRQE\WKHVWRFNKROGHUV XQOHVV
VXFKVWRFNKROGHUDFWLRQLVUHTXLUHGE\DSSOLFDEOHODZRUWKHUXOHVRIDQ\VWRFNH[FKDQJHRUPDUNHWRQZKLFKRXUVHFXULWLHVDUHWKHQWUDGHG WRGHVLJQDWHDQG
LVVXHXSWRVKDUHVRISUHIHUUHGVWRFNLQRQHRUPRUHVHULHVWRHVWDEOLVKIURPWLPHWRWLPHWKHQXPEHURIVKDUHVWREHLQFOXGHGLQHDFKVXFKVHULHV
WRIL[WKHGHVLJQDWLRQVYRWLQJSRZHUVSUHIHUHQFHVDQGRWKHUULJKWVRIWKHVKDUHVRIHDFKZKROO\XQLVVXHGVHULHVDQGDQ\TXDOLILFDWLRQVOLPLWDWLRQVRU
UHVWULFWLRQVWKHUHRIDQ\RUDOORIZKLFKPD\EHJUHDWHUWKDQWKHULJKWVRIRXUFRPPRQVWRFN7KHLVVXDQFHRISUHIHUUHGVWRFNFRXOGDGYHUVHO\DIIHFWWKH
YRWLQJSRZHURIKROGHUVRIFRPPRQVWRFNDQGUHGXFHWKHOLNHOLKRRGWKDWFRPPRQVWRFNKROGHUVZLOOUHFHLYHGLYLGHQGSD\PHQWVDQGSD\PHQWVXSRQ
3UHIHUUHGVWRFNFDQDOVREHLVVXHGTXLFNO\ZLWKWHUPVWKDWFRXOGKDYHWKHHIIHFWRIGHOD\LQJGHWHUULQJRUSUHYHQWLQJDFKDQJHLQFRQWURORIRXUFRPSDQ\RU
PDNHUHPRYDORIPDQDJHPHQWPRUHGLIILFXOW$GGLWLRQDOO\WKHLVVXDQFHRISUHIHUUHGVWRFNPD\KDYHWKHHIIHFWRIGHFUHDVLQJWKHPDUNHWSULFHRIRXU
FRPPRQVWRFN



6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFN
7KHIROORZLQJVXPPDU\RIFHUWDLQWHUPVDQGSURYLVLRQVRIWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNLVVXEMHFWWRDQGTXDOLILHGLQLWVHQWLUHW\E\
UHIHUHQFHWRWKHWHUPVDQGSURYLVLRQVVHWIRUWKLQRXUFHUWLILFDWHRIGHVLJQDWLRQRISUHIHUHQFHVULJKWVDQGOLPLWDWLRQVRI6HULHV%&RQYHUWLEOH3UHIHUUHG
6WRFNLQFRUSRUDWHGE\UHIHUHQFHDVH[KLELWWRWKLV$QQXDO5HSRUWRQ)RUP.
5DQN7KH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNUDQN


ȕ

RQSDULW\ZLWKDOORIRXUFRPPRQVWRFN



ȕ

VHQLRUWRDQ\FODVVRUVHULHVRIRXUFDSLWDOVWRFNFUHDWHGVSHFLILFDOO\UDQNLQJE\LWVWHUPVMXQLRUWRWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFN



ȕ

RQSDULW\ZLWKDQ\FODVVRUVHULHVRIRXUFDSLWDOVWRFNFUHDWHGVSHFLILFDOO\UDQNLQJE\LWVWHUPVRQSDULW\ZLWKWKH6HULHV%&RQYHUWLEOH
3UHIHUUHG6WRFN



ȕ

MXQLRUWRDQ\FODVVRUVHULHVRIRXUFDSLWDOVWRFNFUHDWHGVSHFLILFDOO\UDQNLQJE\LWVWHUPVVHQLRUWRWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFN

LQHDFKFDVHDVWRGLVWULEXWLRQVRIDVVHWVXSRQRXUOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSZKHWKHUYROXQWDULO\RULQYROXQWDULO\
&RQYHUVLRQ(DFKVKDUHRIWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNLVFRQYHUWLEOHLQWRVKDUHVRIRXUFRPPRQVWRFN VXEMHFWWRDGMXVWPHQWDV
SURYLGHGLQWKHUHODWHGFHUWLILFDWHRIGHVLJQDWLRQRISUHIHUHQFHV DWDQ\WLPHDWWKHRSWLRQRIWKHKROGHUSURYLGHGWKDWWKHKROGHULVSURKLELWHGIURP
FRQYHUWLQJWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNLQWRVKDUHVRIRXUFRPPRQVWRFNLIDVDUHVXOWRIVXFKFRQYHUVLRQWKHKROGHUWRJHWKHUZLWKLWV
DIILOLDWHVZRXOGRZQPRUHWKDQRIWKHWRWDOQXPEHURIVKDUHVRIRXUFRPPRQVWRFNWKHQLVVXHGDQGRXWVWDQGLQJSURYLGHGIXUWKHUWKDWDKROGHUPD\
XSRQZULWWHQQRWLFHWRXVHOHFWWRLQFUHDVHRUGHFUHDVHWKHEHQHILFLDORZQHUVKLSOLPLWDWLRQZLWKDQ\LQFUHDVHWREHHIIHFWLYHRQO\DIWHUGD\VIURP
GHOLYHU\RIVXFKQRWLFH
/LTXLGDWLRQ3UHIHUHQFH,QWKHHYHQWRIRXUOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSKROGHUVRIWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNKDYHWKH
ULJKWWRUHFHLYHDSD\PHQWHTXDOWRWKHDPRXQWWKDWZRXOGEHSDLGRQWKHFRPPRQVWRFNXQGHUO\LQJWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNGHWHUPLQHG
RQDQDVFRQYHUWHGEDVLV
9RWLQJ5LJKWV7KHVKDUHVRI6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNJHQHUDOO\KDYHQRYRWLQJULJKWVH[FHSWDVUHTXLUHGE\ODZDQGH[FHSWWKDWWKH
FRQVHQWRIKROGHUVRIDPDMRULW\RIWKHRXWVWDQGLQJ6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNLVUHTXLUHGWRDPHQGWKHWHUPVRIWKH6HULHV%&RQYHUWLEOH
3UHIHUUHG6WRFN
'LYLGHQGV7KHVKDUHVRI6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNDUHQRWHQWLWOHGWRUHFHLYHDQ\GLYLGHQGVH[FHSWWRWKHH[WHQWWKDWGLYLGHQGVDUHSDLG
RQRXUFRPPRQVWRFNLQZKLFKFDVHWKHKROGHUVRIWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNZLOOEHHQWLWOHGWRSDUWLFLSDWHLQVXFKGLYLGHQGVRQDQDV
FRQYHUWHGEDVLV
5HGHPSWLRQ7KHVKDUHVRI6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNDUHQRWHQWLWOHGWRDQ\UHGHPSWLRQULJKWVRUPDQGDWRU\VLQNLQJIXQGRUDQDORJRXV
IXQGSURYLVLRQV
)XQGDPHQWDO7UDQVDFWLRQ,ID)XQGDPHQWDO7UDQVDFWLRQ DVPRUHSDUWLFXODUO\GHILQHGLQWKHFHUWLILFDWHRIGHVLJQDWLRQRISUHIHUHQFHVULJKWVDQG
OLPLWDWLRQVRI6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFN RFFXUVZKLOHDQ\VKDUHVRIWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNDUHRXWVWDQGLQJWKHQXSRQDQ\
VXEVHTXHQWFRQYHUVLRQRIWKH6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNHDFKKROGHUKDVWKHULJKWWRUHFHLYHLQOLHXRIWKHULJKWWRUHFHLYHWKHVKDUHVRIRXU
FRPPRQVWRFNWKDWZRXOGKDYHEHHQLVVXDEOHXSRQVXFKFRQYHUVLRQLPPHGLDWHO\SULRUWRWKHRFFXUUHQFHRIVXFK)XQGDPHQWDO7UDQVDFWLRQWKHVDPHNLQG
DQGDPRXQWRIVHFXULWLHVFDVKRUSURSHUW\DVVXFKKROGHUZRXOGKDYHEHHQHQWLWOHGWRUHFHLYHXSRQWKHRFFXUUHQFHRIVXFK)XQGDPHQWDO7UDQVDFWLRQLILW
KDGLPPHGLDWHO\SULRUWRVXFK)XQGDPHQWDO7UDQVDFWLRQFRQYHUWHGLWVVKDUHVRI6HULHV%&RQYHUWLEOH3UHIHUUHG6WRFNLQWRFRPPRQVWRFN,IKROGHUVRIRXU
FRPPRQVWRFNDUHJLYHQDFKRLFHDVWRWKHVHFXULWLHVFDVKRUSURSHUW\WREHUHFHLYHGLQD)XQGDPHQWDO7UDQVDFWLRQWKHQHDFKKROGHURIWKH6HULHV%
&RQYHUWLEOH3UHIHUUHG6WRFNVKDOOEHJLYHQWKHVDPHFKRLFHDVWRWKHFRQVLGHUDWLRQLWUHFHLYHVXSRQDQ\FRQYHUVLRQRIWKH6HULHV%&RQYHUWLEOH3UHIHUUHG
6WRFNIROORZLQJVXFK)XQGDPHQWDO7UDQVDFWLRQ



$QWL7DNHRYHU(IIHFWVRI3URYLVLRQVRI2XU&HUWLILFDWHRI,QFRUSRUDWLRQ%\ODZVDQG'HODZDUH/DZ
&HUWLILFDWHRI,QFRUSRUDWLRQDQG%\ODZV
2XUFHUWLILFDWHRILQFRUSRUDWLRQDQGE\ODZVSURYLGHIRURXUERDUGRIGLUHFWRUVWREHGLYLGHGLQWRWKUHHFODVVHVZLWKVWDJJHUHGWKUHH\HDUWHUPV2QO\
RQHFODVVRIGLUHFWRUVLVHOHFWHGDWHDFKDQQXDOPHHWLQJRIRXUVWRFNKROGHUVZLWKWKHRWKHUFODVVHVFRQWLQXLQJIRUWKHUHPDLQGHURIWKHLUUHVSHFWLYHWKUHH
\HDUWHUPV%HFDXVHRXUVWRFNKROGHUVGRQRWKDYHFXPXODWLYHYRWLQJULJKWVRXUVWRFNKROGHUVUHSUHVHQWLQJDPDMRULW\RIWKHVKDUHVRIFRPPRQVWRFN
RXWVWDQGLQJZLOOEHDEOHWRHOHFWDOORIRXUGLUHFWRUVGXHWREHHOHFWHGDWHDFKDQQXDOPHHWLQJRIRXUVWRFNKROGHUV,QDGGLWLRQRXUFHUWLILFDWHRI
LQFRUSRUDWLRQSURYLGHVWKDWYDFDQFLHVRQRXUERDUGRIGLUHFWRUVUHVXOWLQJIURPGHDWKUHVLJQDWLRQGLVTXDOLILFDWLRQUHPRYDORURWKHUFDXVHVPD\EHILOOHGE\
WKHDIILUPDWLYHYRWHRIDPDMRULW\RIWKHUHPDLQLQJGLUHFWRUVLQRIILFHHYHQLIOHVVWKDQDTXRUXPDQGWKDWQHZO\FUHDWHGGLUHFWRUVKLSVVKDOOEHILOOHGE\WKH
DIILUPDWLYHYRWHRIDPDMRULW\RIWKHGLUHFWRUVWKHQLQRIILFHHYHQLIOHVVWKDQDTXRUXPXQOHVVRXUERDUGRIGLUHFWRUVGHWHUPLQHVRWKHUZLVH2XUE\ODZV
SURYLGHWKDWDOOVWRFNKROGHUDFWLRQPXVWEHHIIHFWHGDWDGXO\FDOOHGPHHWLQJRIVWRFNKROGHUVDQGQRWE\DFRQVHQWLQZULWLQJDQGWKDWRQO\WKHFKDLUPDQRI
RXUERDUGRXUSUHVLGHQWRXUVHFUHWDU\RUDPDMRULW\RIWKHDXWKRUL]HGQXPEHURIGLUHFWRUVPD\FDOODVSHFLDOPHHWLQJRIVWRFNKROGHUV2XUFHUWLILFDWHRI
LQFRUSRUDWLRQUHTXLUHVDVWRFNKROGHUYRWHIRUWKHDPHQGPHQWUHSHDORUPRGLILFDWLRQRIFHUWDLQSURYLVLRQVRIRXUFHUWLILFDWHRILQFRUSRUDWLRQ
UHODWLQJWRDPRQJRWKHUWKLQJVWKHFODVVLILFDWLRQRIRXUERDUGRIGLUHFWRUVDQGILOOLQJRIYDFDQFLHVRQRXUERDUGRIGLUHFWRUV2XUFHUWLILFDWHRILQFRUSRUDWLRQ
DQGE\ODZVDOVRUHTXLUHDVWRFNKROGHUYRWHIRUWKHVWRFNKROGHUVWRDGRSWDPHQGRUUHSHDOFHUWDLQSURYLVLRQVRIRXUE\ODZVUHODWLQJWRVWRFNKROGHU
SURSRVDOVDWDQQXDOPHHWLQJVGLUHFWRUQRPLQHHVDQGWKHQXPEHUDQGWHUPRIRIILFHRIGLUHFWRUV2XUERDUGRIGLUHFWRUVDOVRKDVWKHXQLODWHUDODXWKRULW\WR
UHSHDODOWHURUDPHQGRXUE\ODZVRUDGRSWQHZE\ODZVE\XQDQLPRXVZULWWHQFRQVHQWRUDWDPHHWLQJE\WKHDIILUPDWLYHYRWHRIDPDMRULW\RIWKHGLUHFWRUV
7KHFRPELQDWLRQRIWKHFODVVLILFDWLRQRIRXUERDUGRIGLUHFWRUVWKHODFNRIFXPXODWLYHYRWLQJDQGWKHVWRFNKROGHUYRWLQJUHTXLUHPHQWVZLOO
PDNHLWPRUHGLIILFXOWIRURXUH[LVWLQJVWRFNKROGHUVWRUHSODFHRXUERDUGRIGLUHFWRUVDVZHOODVIRUDQRWKHUSDUW\WRREWDLQFRQWURORIXVE\UHSODFLQJRXU
ERDUGRIGLUHFWRUV6LQFHRXUERDUGRIGLUHFWRUVKDVWKHSRZHUWRUHWDLQDQGGLVFKDUJHRXURIILFHUVWKHVHSURYLVLRQVFRXOGDOVRPDNHLWPRUHGLIILFXOWIRU
H[LVWLQJVWRFNKROGHUVRUDQRWKHUSDUW\WRHIIHFWDFKDQJHLQPDQDJHPHQW,QDGGLWLRQWKHDXWKRUL]DWLRQRIXQGHVLJQDWHGSUHIHUUHGVWRFNPDNHVLWSRVVLEOHIRU
RXUERDUGRIGLUHFWRUVWRLVVXHSUHIHUUHGVWRFNZLWKYRWLQJRURWKHUULJKWVRUSUHIHUHQFHVWKDWFRXOGLPSHGHWKHVXFFHVVRIDQ\DWWHPSWWRHIIHFWDFKDQJHRI
RXUFRQWURO
7KHVHSURYLVLRQVPD\KDYHWKHHIIHFWRIGHWHUULQJKRVWLOHWDNHRYHUVRUGHOD\LQJFKDQJHVLQRXUFRQWURORULQRXUPDQDJHPHQW7KHVHSURYLVLRQVDUH
LQWHQGHGWRHQKDQFHWKHOLNHOLKRRGRIFRQWLQXHGVWDELOLW\LQWKHFRPSRVLWLRQRIRXUERDUGRIGLUHFWRUVDQGLQWKHSROLFLHVWKH\LPSOHPHQWDQGWRGLVFRXUDJH
FHUWDLQW\SHVRIWUDQVDFWLRQVWKDWPD\LQYROYHDQDFWXDORUWKUHDWHQHGFKDQJHRIRXUFRQWURO7KHVHSURYLVLRQVDUHGHVLJQHGWRUHGXFHRXUYXOQHUDELOLW\WRDQ
XQVROLFLWHGDFTXLVLWLRQSURSRVDO7KHSURYLVLRQVDOVRDUHLQWHQGHGWRGLVFRXUDJHFHUWDLQWDFWLFVWKDWPD\EHXVHGLQSUR[\ILJKWV+RZHYHUVXFKSURYLVLRQV
FRXOGKDYHWKHHIIHFWRIGLVFRXUDJLQJRWKHUVIURPPDNLQJWHQGHURIIHUVIRURXUVKDUHVDQGDVDFRQVHTXHQFHWKH\DOVRPD\LQKLELWIOXFWXDWLRQVLQWKH
PDUNHWSULFHRIRXUVKDUHVWKDWFRXOGUHVXOWIURPDFWXDORUUXPRUHGWDNHRYHUDWWHPSWV
6HFWLRQRI'HODZDUH/DZ
:HDUHVXEMHFWWR6HFWLRQRI'HODZDUH/DZRU6HFWLRQZKLFKSURKLELWVD'HODZDUHFRUSRUDWLRQIURPHQJDJLQJLQDQ\EXVLQHVV
FRPELQDWLRQZLWKDQ\LQWHUHVWHGVWRFNKROGHUIRUDSHULRGRIWKUHH\HDUVDIWHUWKHGDWHWKDWVXFKVWRFNKROGHUEHFDPHDQLQWHUHVWHGVWRFNKROGHUZLWKWKH
IROORZLQJH[FHSWLRQV


ȕ



ȕ

EHIRUHVXFKGDWHWKHERDUGRIGLUHFWRUVRIWKHFRUSRUDWLRQDSSURYHGHLWKHUWKHEXVLQHVVFRPELQDWLRQRUWKHWUDQVDFWLRQWKDWUHVXOWHGLQWKH
VWRFNKROGHUEHFRPLQJDQLQWHUHVWHGVWRFNKROGHU




XSRQFRPSOHWLRQRIWKHWUDQVDFWLRQWKDWUHVXOWHGLQWKHVWRFNKROGHUEHFRPLQJDQLQWHUHVWHGVWRFNKROGHUWKHLQWHUHVWHGVWRFNKROGHURZQHGDW
OHDVWRIWKHYRWLQJVWRFNRIWKHFRUSRUDWLRQRXWVWDQGLQJDWWKHWLPHWKHWUDQVDFWLRQEHJDQH[FOXGLQJIRUSXUSRVHVRIGHWHUPLQLQJWKH
YRWLQJVWRFNRXWVWDQGLQJ EXWQRWWKHRXWVWDQGLQJYRWLQJVWRFNRZQHGE\WKHLQWHUHVWHGVWRFNKROGHU WKRVHVKDUHVRZQHG L E\SHUVRQVZKR
DUHGLUHFWRUVDQGDOVRRIILFHUVDQG LL HPSOR\HHVWRFNSODQVLQZKLFKHPSOR\HHSDUWLFLSDQWVGRQRWKDYHWKHULJKWWRGHWHUPLQH
FRQILGHQWLDOO\ZKHWKHUVKDUHVKHOGVXEMHFWWRWKHSODQZLOOEHWHQGHUHGLQDWHQGHURUH[FKDQJHRIIHURU






ȕ

RQRUDIWHUVXFKGDWHWKHEXVLQHVVFRPELQDWLRQLVDSSURYHGE\WKHERDUGRIGLUHFWRUVDQGDXWKRUL]HGDWDQDQQXDORUVSHFLDOPHHWLQJRIWKH
VWRFNKROGHUVDQGQRWE\ZULWWHQFRQVHQWE\WKHDIILUPDWLYHYRWHRIDWOHDVWRIWKHRXWVWDQGLQJYRWLQJVWRFNWKDWLVQRWRZQHGE\
WKHLQWHUHVWHGVWRFNKROGHU

,QJHQHUDO6HFWLRQGHILQHVEXVLQHVVFRPELQDWLRQWRLQFOXGHWKHIROORZLQJ




ȕ

DQ\PHUJHURUFRQVROLGDWLRQLQYROYLQJWKHFRUSRUDWLRQDQGWKHLQWHUHVWHGVWRFNKROGHU



ȕ

DQ\VDOHOHDVHH[FKDQJHPRUWJDJHWUDQVIHUSOHGJHRURWKHUGLVSRVLWLRQLQYROYLQJWKHLQWHUHVWHGVWRFNKROGHU LQRQHWUDQVDFWLRQRUDVHULHV
RIWUDQVDFWLRQV RIDVVHWVRIWKHFRUSRUDWLRQKDYLQJDQDJJUHJDWHPDUNHWYDOXHHTXDOWRRUPRUHRIWKHDJJUHJDWHPDUNHWYDOXHRIHLWKHU
DOORIWKHDVVHWVRIWKHFRUSRUDWLRQRULWVRXWVWDQGLQJVWRFN



ȕ

VXEMHFWWRH[FHSWLRQVDQ\WUDQVDFWLRQWKDWUHVXOWVLQWKHLVVXDQFHRUWUDQVIHUE\WKHFRUSRUDWLRQRIDQ\VWRFNRIWKHFRUSRUDWLRQWRWKH
LQWHUHVWHGVWRFNKROGHU



ȕ

VXEMHFWWRH[FHSWLRQVDQ\WUDQVDFWLRQLQYROYLQJWKHFRUSRUDWLRQWKDWKDVWKHHIIHFWGLUHFWO\RULQGLUHFWO\RILQFUHDVLQJWKHSURSRUWLRQDWH
VKDUHRIWKHVWRFNRUDQ\FODVVRUVHULHVRIWKHFRUSRUDWLRQEHQHILFLDOO\RZQHGE\WKHLQWHUHVWHGVWRFNKROGHUDQG



ȕ

WKHUHFHLSWE\WKHLQWHUHVWHGVWRFNKROGHURIWKHEHQHILWGLUHFWO\RULQGLUHFWO\ H[FHSWSURSRUWLRQDWHO\DVDVWRFNKROGHURIVXFKFRUSRUDWLRQ 
RIDQ\ORDQVDGYDQFHVJXDUDQWHHVSOHGJHVRURWKHUILQDQFLDOEHQHILWVRWKHUWKDQFHUWDLQEHQHILWVVHWIRUWKLQ6HFWLRQSURYLGHGE\RU
WKURXJKWKHFRUSRUDWLRQ

6HFWLRQGHILQHVDQȐLQWHUHVWHGVWRFNKROGHUȑDVDQHQWLW\RUSHUVRQZKRWRJHWKHUZLWKWKHSHUVRQȍVDIILOLDWHVDQGDVVRFLDWHVEHQHILFLDOO\RZQV
RUZLWKLQWKUHH\HDUVSULRUWRWKHWLPHRIGHWHUPLQDWLRQRILQWHUHVWHGVWRFNKROGHUVWDWXVGLGRZQRUPRUHRIWKHRXWVWDQGLQJYRWLQJVWRFNRIWKH
FRUSRUDWLRQ


([KLELW




'HFHPEHU

0U5\DQ6SHQFHU

5H$SSRLQWPHQWDV&KLHI([HFXWLYH2IILFHU

2QEHKDOIRIWKH%RDUGRI'LUHFWRUV WKHȐ%RDUGȑ RI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ WKHȐ&RPSDQ\ȑ ,DPSOHDVHGWRFRQILUPWKHWHUPVRI
\RXUDSSRLQWPHQWWRWKHSRVLWLRQRI&KLHI([HFXWLYH2IILFHU &(2 HIIHFWLYH'HFHPEHURQWKHWHUPVVHWIRUWKLQWKLVOHWWHUDJUHHPHQW WKH
Ȑ$JUHHPHQWȑ 

,Q\RXUSRVLWLRQDV&(2RIWKH&RPSDQ\\RXZLOOUHSRUWWRWKH%RDUG<RXZLOOKDYHWKRVHGXWLHVDQGUHVSRQVLELOLWLHVDVFXVWRPDU\IRUD&(2DQG
DVPD\EHGLUHFWHGE\WKH%RDUG<RXZLOOEHEDVHGLQWKH&RPSDQ\ȍVFRUSRUDWHKHDGTXDUWHUVLQ(PHU\YLOOH&DOLIRUQLDDQG\RXUSRVLWLRQZLOOHQWDLO
EXVLQHVVWUDYHO2QRUSURPSWO\DIWHUWKHFRPPHQFHPHQWRI\RXUVHUYLFHDV&(2WKH&RPSDQ\ZLOOXVHLWVEHVWHIIRUWVWRDSSRLQW\RXDVDPHPEHURI
WKH%RDUG,QWKHHYHQWRIWKHWHUPLQDWLRQRI\RXUHPSOR\PHQWIRUDQ\UHDVRQ ZKHWKHUDW\RXUUHTXHVWRUWKH&RPSDQ\ȍVUHTXHVW RU\RXUUHPRYDO
IURPWKHSRVLWLRQRI&(2\RXDJUHHWRSURPSWO\UHVLJQDVDPHPEHURIWKH%RDUGHIIHFWLYHQRODWHUWKDQVXFKWHUPLQDWLRQRUUHPRYDOGDWH'XULQJ
\RXUHPSOR\PHQWZLWKWKH&RPSDQ\\RXZLOOGHYRWH\RXUIXOOWLPHEHVWHIIRUWVWRWKHEXVLQHVVRIWKH&RPSDQ\

(IIHFWLYH'HFHPEHU\RXUDQQXDOEDVHVDODU\ZLOOEHOHVVVWDQGDUGSD\UROOGHGXFWLRQVDQGWD[ZLWKKROGLQJV<RXZLOOEHSDLG\RXU
EDVHVDODU\RQDVHPLPRQWKO\EDVLVRQWKH&RPSDQ\ȍVQRUPDOSD\UROOVFKHGXOH<RXZLOOFRQWLQXH\RXUHOLJLELOLW\WRSDUWLFLSDWHLQWKH&RPSDQ\ȍV
VWDQGDUGHPSOR\HHEHQHILWV SXUVXDQWWRWKHWHUPVDQGFRQGLWLRQVRIWKHEHQHILWSODQVDQGDSSOLFDEOHSROLFLHV 

7KH%RDUGZLOOUHYLHZ\RXUEDVHVDODU\IRUSRWHQWLDOPRGLILFDWLRQRQDQDQQXDOEDVLVVWDUWLQJLQSURYLGHGWKDWWKH%RDUGPD\QRWGHFUHDVH\RXU
EDVH VDODU\ H[FHSW SURSRUWLRQDWHO\ LQ FRQQHFWLRQ ZLWK DQ DFURVVWKHERDUG GHFUHDVH RI EDVH VDODULHV DSSOLFDEOH WR DOO VHQLRU H[HFXWLYHV RI WKH
&RPSDQ\

<RXUDQQXDOLQFHQWLYHERQXVWDUJHWIRUWKHSODQ\HDUZLOOEHVL[W\SHUFHQW  RI\RXUEDVHVDODU\DVGHWHUPLQHGZLWKLQWKHGLVFUHWLRQRIWKH
%RDUG7KHLQFHQWLYHERQXVZLOOEHEDVHGXSRQSHUIRUPDQFHRIWKH&RPSDQ\ZLWKLQWKHGLVFUHWLRQRIWKH%RDUG)ROORZLQJWKHFORVHRIHDFKFDOHQGDU
\HDUWKH%RDUGZLOOGHWHUPLQHZKHWKHU\RXKDYHHDUQHGDQLQFHQWLYHERQXVDQGWKHDPRXQWRIDQ\LQFHQWLYHERQXV*HQHUDOO\LQFHQWLYHERQXVHVDUH
SDLGLQWKHILUVWTXDUWHURIWKHIROORZLQJ\HDU<RXPXVWEHDQHPSOR\HHLQJRRGVWDQGLQJRQWKHERQXVSD\PHQWGDWHWREHHOLJLEOHWRUHFHLYHD
ERQXV<RXUDQQXDOLQFHQWLYHERQXVLVQRWJXDUDQWHHG

7KH&RPSDQ\ZLOOJUDQW\RXDVWRFNRSWLRQXQGHUWKH&RPSDQ\ȍV(TXLW\,QFHQWLYH3ODQ WKHȐ(TXLW\3ODQȑ WRSXUFKDVHVKDUHVRIWKH
&RPPRQ6WRFNRIWKH&RPSDQ\ZLWKDQH[HUFLVHSULFHHTXDOWRWKHIDLUPDUNHWYDOXHRIWKH&RPPRQ6WRFNRQWKHGDWHRIJUDQW7KLVVWRFNRSWLRQ
LVVXEMHFWWRDOOWKHWHUPVDQGFRQGLWLRQVVHWIRUWKLQWKHDSSOLFDEOHDZDUGDJUHHPHQWDQGWKH(TXLW\3ODQ<RXUVWRFNRSWLRQJUDQWRIVKDUHV
RIWKH&RPPRQ6WRFNRIWKH&RPSDQ\ZLOOYHVWDVIROORZVRQHWKLUG  RIWKH6KDUHVVXEMHFWWRWKH2SWLRQVKDOOYHVWWZHOYHPRQWKVDIWHUWKH
9HVWLQJ&RPPHQFHPHQW'DWHDQGRIWKH6KDUHVVXEMHFWWRWKH2SWLRQVKDOOYHVWRQWKHODVWGD\RIHDFKPRQWKSURYLGHGWKDWYHVWLQJVKDOO
FHDVHXSRQWHUPLQDWLRQRI\RXUFRQWLQXRXVVHUYLFHWRWKH&RPSDQ\,QDGGLWLRQWRWKHYHVWLQJVFKHGXOHVGLVFXVVHGDERYHWKH2SWLRQVZLOOEHVXEMHFW
WR DFFHOHUDWHG YHVWLQJ XQGHU FHUWDLQ FLUFXPVWDQFHV DV ZLOO EH SURYLGHG LQ DQ $PHQGHG 0DQDJHPHQW &RQWLQXLW\ DQG 6HYHUDQFH $JUHHPHQW
Ȑ0&6$ȑ IXUWKHUUHIHUHQFHGEHORZWKDWZLOOEHHQWHUHGLQWREHWZHHQ\RXDQGWKH&RPSDQ\



3KRQH







3RZHOO6WUHHW6XLWH(PHU\YLOOH&DOLIRUQLD
7ROO)UHH
)D[


ZZZG\QDYD[FRP








<RXZLOOEHH[SHFWHGWRFRQWLQXHWRDELGHE\&RPSDQ\UXOHVDQGUHJXODWLRQVDVZHOODVWKH'\QDYD[&RGHRI%XVLQHVV&RQGXFWDQG(WKLFVDQGWKH
&RPSDQ\ȍV VWDQGDUG 3URSULHWDU\ ,QIRUPDWLRQ DQG ,QYHQWLRQV $JUHHPHQW ZKLFK SURKLELWV XQDXWKRUL]HG XVH RU GLVFORVXUH RI WKH &RPSDQ\ V
SURSULHWDU\LQIRUPDWLRQ

7KURXJKRXW\RXUHPSOR\PHQWZLWKWKH&RPSDQ\\RXPD\HQJDJHLQFLYLFDQGQRWIRUSURILWDFWLYLWLHVVRORQJDVVXFKDFWLYLWLHVGRQRWLQWHUIHUHZLWK
WKHSHUIRUPDQFHRI\RXUGXWLHVKHUHXQGHURUSUHVHQWDFRQIOLFWRILQWHUHVWZLWKWKH&RPSDQ\6XEMHFWWRWKHUHVWULFWLRQVVHWIRUWKKHUHLQDQG ZLWK
SULRUZULWWHQGLVFORVXUHWRDQGFRQVHQWRIWKH%RDUG\RXPD\VHUYHDVDGLUHFWRURIRWKHUFRUSRUDWLRQVDQGPD\GHYRWHDUHDVRQDEOHDPRXQWRI\RXU
WLPH WR RWKHU W\SHV RI EXVLQHVV RU SXEOLF DFWLYLWLHV LQFOXGLQJ FKDULWDEOH DFWLYLWLHV  QRW H[SUHVVO\ PHQWLRQHG LQ WKLV SDUDJUDSK 7KH %RDUG PD\
UHVFLQG VXFK FRQVHQW LI WKH %RDUG GHWHUPLQHV LQ LWV VROH GLVFUHWLRQ WKDW VXFK DFWLYLWLHV FRPSURPLVH RU WKUHDWHQ WR FRPSURPLVH WKH &RPSDQ\ȍV
EXVLQHVVLQWHUHVWVRUFRQIOLFWZLWK\RXUGXWLHVWRWKH&RPSDQ\

'XULQJ\RXUHPSOR\PHQWE\WKH&RPSDQ\\RXZLOOQRWZLWKRXWWKHH[SUHVVZULWWHQFRQVHQWRIWKH%RDUGGLUHFWO\RULQGLUHFWO\ VHUYH DV DQ RIILFHU
GLUHFWRUVWRFNKROGHUHPSOR\HHSDUWQHUSURSULHWRULQYHVWRUMRLQWYHQWXUHDVVRFLDWHUHSUHVHQWDWLYHRUFRQVXOWDQWRIDQ\SHUVRQRUHQWLW\HQJDJHGLQ
RU SODQQLQJ RU SUHSDULQJ WR HQJDJH LQ EXVLQHVV DFWLYLW\ FRPSHWLWLYH ZLWK DQ\ OLQH RI EXVLQHVV HQJDJHG LQ RU SODQQHG WR EH HQJDJHG LQ  E\ WKH
&RPSDQ\SURYLGHGKRZHYHUWKDW\RXPD\SXUFKDVHRURWKHUZLVHDFTXLUHXSWR EXWQRWPRUHWKDQ RQHSHUFHQW  RIDQ\FODVVRIVHFXULWLHVRI
DQ\ HQWHUSULVH EXW ZLWKRXW SDUWLFLSDWLQJ LQ WKH DFWLYLWLHV RI VXFK HQWHUSULVH  LI VXFK VHFXULWLHV DUH OLVWHG RQ DQ\ QDWLRQDO RU UHJLRQDO VHFXULWLHV
H[FKDQJH

<RXUHPSOR\PHQWUHODWLRQVKLSZLWKWKH&RPSDQ\LVDWZLOO$FFRUGLQJO\\RXPD\WHUPLQDWH\RXUHPSOR\PHQWZLWKWKH&RPSDQ\DWDQ\WLPHDQG
IRUDQ\UHDVRQZKDWVRHYHUVLPSO\E\QRWLI\LQJWKH&RPSDQ\DQGWKH&RPSDQ\PD\WHUPLQDWH\RXUHPSOR\PHQWDWDQ\WLPHZLWKRUZLWKRXWFDXVHRU
SULRUQRWLFH

%\VLJQLQJWKLVOHWWHU\RXUHSUHVHQWWKDW\RXDUHDEOHWRSHUIRUP\RXUMREGXWLHVZLWKLQWKHVHJXLGHOLQHV

<RXZLOOEHHOLJLEOHIRUFHUWDLQVHYHUDQFHEHQHILWVLQFRQQHFWLRQZLWKWKHWHUPLQDWLRQRI\RXUHPSOR\PHQWXQGHUFHUWDLQFLUFXPVWDQFHVDVZLOOEHVHW
IRUWKLQWKHDERYHUHIHUHQFHG0&6$

7KLV$JUHHPHQWPD\EHH[HFXWHGLQFRXQWHUSDUWVZKLFKVKDOOEHGHHPHGWREHSDUWRIRQHRULJLQDODQGVLJQDWXUHVWUDQVPLWWHG E\ 3') ILOH VKDOO EH
HTXLYDOHQWWRRULJLQDOVLJQDWXUHV

:HDUHGHOLJKWHGWRDSSRLQW\RXWRWKLVSRVLWLRQ7KH%RDUGORRNVIRUZDUGWRDSURGXFWLYHDQGHQMR\DEOHZRUNUHODWLRQVKLS

6LQFHUHO\

V3HJJ\3KLOOLSV


3HJJ\3KLOOLSV


'LUHFWRUDQG&KDLURIWKH&RPSHQVDWLRQ&RPPLWWHH





5HYLHZHG8QGHUVWRRGDQG$FFHSWHG





V5\DQ6SHQFHU


5\DQ6SHQFHU

'HFHPEHU




([KLELW




'HFHPEHU


0U'DYLG1RYDFN

5H3URPRWLRQWR3UHVLGHQWDQG&KLHI2SHUDWLQJ2IILFHU

'HDU'DYLG

2QEHKDOIRIWKH%RDUGRI'LUHFWRUV WKHȐ%RDUGȑ RI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ WKHȐ&RPSDQ\ȑ ,DPSOHDVHGWRFRQILUPWKH
WHUPVRI\RXUDSSRLQWPHQWWRWKHSRVLWLRQRI3UHVLGHQWDQG&KLHI2SHUDWLQJ2IILFHU &22 HIIHFWLYH'HFHPEHURQWKHWHUPVVHW
IRUWKLQWKLVOHWWHUDJUHHPHQW WKHȐ$JUHHPHQWȑ 








,Q \RXU SRVLWLRQ DV 3UHVLGHQW  &22 RI WKH &RPSDQ\ \RX ZLOO UHSRUW WR 5\DQ 6SHQFHU &KLHI ([HFXWLYH 2IILFHU <RX ZLOO KDYH WKRVH
GXWLHVDQGUHVSRQVLELOLWLHVDVFXVWRPDU\IRUD3UHVLGHQW &22DQGDVPD\EHGLUHFWHGE\\RXUGLUHFW0DQDJHU<RXZLOOEHEDVHGLQWKH
&RPSDQ\ȍVFRUSRUDWHKHDGTXDUWHUVLQ(PHU\YLOOH&DOLIRUQLDDQG\RXUSRVLWLRQZLOOHQWDLOEXVLQHVVWUDYHO'XULQJ\RXUHPSOR\PHQWZLWK
WKH&RPSDQ\\RXZLOOGHYRWH\RXUIXOOWLPHEHVWHIIRUWVWRWKHEXVLQHVVRIWKH&RPSDQ\
(IIHFWLYH'HFHPEHU\RXUDQQXDOEDVHVDODU\ZLOOEHOHVVVWDQGDUGSD\UROOGHGXFWLRQVDQGWD[ZLWKKROGLQJV<RXZLOOEH
SDLG\RXUEDVHVDODU\RQDVHPLPRQWKO\EDVLVRQWKH&RPSDQ\ȍVQRUPDOSD\UROOVFKHGXOH<RXZLOOFRQWLQXH\RXUHOLJLELOLW\WRSDUWLFLSDWH
LQWKH&RPSDQ\ȍVVWDQGDUGHPSOR\HHEHQHILWV SXUVXDQWWRWKHWHUPVDQGFRQGLWLRQVRIWKHEHQHILWSODQVDQGDSSOLFDEOHSROLFLHV 
7KH%RDUGZLOOUHYLHZ\RXUEDVHVDODU\IRUSRWHQWLDOPRGLILFDWLRQRQDQDQQXDOEDVLVVWDUWLQJLQ SURYLGHG WKDW WKH %RDUG PD\ QRW
GHFUHDVH\RXUEDVHVDODU\H[FHSWSURSRUWLRQDWHO\LQFRQQHFWLRQZLWKDQDFURVVWKHERDUGGHFUHDVHRIEDVHVDODULHVDSSOLFDEOHWRDOOVHQLRU
H[HFXWLYHVRIWKH&RPSDQ\
<RXUDQQXDOLQFHQWLYHERQXVWDUJHWIRUWKHSODQ\HDUZLOOEHSHUFHQWRI\RXUEDVHVDODU\DVGHWHUPLQHGZLWKLQWKHGLVFUHWLRQRIWKH
%RDUG7KHLQFHQWLYHERQXVZLOOEHEDVHGXSRQSHUIRUPDQFHRIWKH&RPSDQ\ZLWKLQWKHGLVFUHWLRQRIWKH%RDUG)ROORZLQJWKHFORVHRI
HDFK FDOHQGDU \HDU WKH %RDUG ZLOO GHWHUPLQH ZKHWKHU \RX KDYH HDUQHG DQ LQFHQWLYH ERQXV DQG WKH DPRXQW RI DQ\ LQFHQWLYH ERQXV
*HQHUDOO\LQFHQWLYHERQXVHVDUHSDLGLQWKHILUVWTXDUWHURIWKHIROORZLQJ \HDU <RX PXVW EH DQ HPSOR\HH LQ JRRG VWDQGLQJ RQ WKH ERQXV
SD\PHQWGDWHWREHHOLJLEOHWRUHFHLYHDERQXV<RXUDQQXDOLQFHQWLYHERQXVLVQRWJXDUDQWHHG



7KH &RPSDQ\ ZLOO JUDQW \RX D VWRFN RSWLRQ XQGHU WKH &RPSDQ\ȍV  (TXLW\ ,QFHQWLYH 3ODQ WKH Ȑ(TXLW\ 3ODQȑ  WR SXUFKDVH
VKDUHVRIWKH&RPPRQ6WRFNRIWKH&RPSDQ\ZLWKDQH[HUFLVHSULFHHTXDOWRWKHIDLUPDUNHWYDOXHRI WKH &RPPRQ 6WRFN RQ WKH GDWH RI
JUDQW7KLVVWRFNRSWLRQLVVXEMHFWWRDOOWKHWHUPVDQGFRQGLWLRQVVHWIRUWKLQWKHDSSOLFDEOHDZDUGDJUHHPHQWDQGWKH(TXLW\ 3ODQ<RXU
VWRFNRSWLRQJUDQWRIVKDUHVRIWKH&RPPRQ6WRFNRIWKH&RPSDQ\ZLOOYHVWDVIROORZVRQHWKLUG  RIWKH6KDUHVVXEMHFWWR
WKH2SWLRQVKDOOYHVWWZHOYHPRQWKVDIWHUWKH9HVWLQJ&RPPHQFHPHQW'DWHDQGRIWKH6KDUHVVXEMHFWWRWKH2SWLRQVKDOOYHVWRQWKH
ODVWGD\RIHDFKPRQWKSURYLGHGWKDWYHVWLQJVKDOOFHDVHXSRQWHUPLQDWLRQRI\RXUFRQWLQXRXVVHUYLFHWRWKH&RPSDQ\,QDGGLWLRQWRWKH
YHVWLQJVFKHGXOHVGLVFXVVHGDERYHWKH2SWLRQVZLOOEHVXEMHFWWRDFFHOHUDWHGYHVWLQJXQGHUFHUWDLQFLUFXPVWDQFHVDVZLOOEH


3RZHOO6WUHHW6XLWH(PHU\YLOOH&DOLIRUQLD
3KRQH




7ROO)UHH
ZZZG\QDYD[FRP

)D[








SURYLGHGLQWKH$PHQGHG0DQDJHPHQW&RQWLQXLW\DQG6HYHUDQFH$JUHHPHQW Ȑ0&6$ȑ IXUWKHUUHIHUHQFHGEHORZ
EHWZHHQ\RXDQGWKH&RPSDQ\

<RX ZLOO EH H[SHFWHG WR FRQWLQXH WR DELGH E\ &RPSDQ\ UXOHV DQG UHJXODWLRQV DV ZHOO DV WKH '\QDYD[ &RGH RI %XVLQHVV &RQGXFW DQG
(WKLFVDQGWKH&RPSDQ\ȍVVWDQGDUG3URSULHWDU\,QIRUPDWLRQDQG,QYHQWLRQV$JUHHPHQWZKLFKSURKLELWVXQDXWKRUL]HGXVHRUGLVFORVXUHRI
WKH&RPSDQ\ VSURSULHWDU\LQIRUPDWLRQ


<RXUHPSOR\PHQWUHODWLRQVKLSZLWKWKH&RPSDQ\LVDWZLOO$FFRUGLQJO\\RXPD\WHUPLQDWH\RXUHPSOR\PHQWZLWKWKH&RPSDQ\DWDQ\
WLPHDQGIRUDQ\UHDVRQZKDWVRHYHUVLPSO\E\QRWLI\LQJWKH&RPSDQ\DQGWKH&RPSDQ\PD\WHUPLQDWH\RXUHPSOR\PHQWDWDQ\WLPHZLWK
RUZLWKRXWFDXVHRUSULRUQRWLFH

%\VLJQLQJWKLVOHWWHU\RXUHSUHVHQWWKDW\RXDUHDEOHWRSHUIRUP\RXUMREGXWLHVZLWKLQWKHVHJXLGHOLQHV

<RXZLOOEHHOLJLEOHIRUFHUWDLQVHYHUDQFHEHQHILWVLQFRQQHFWLRQZLWKWKHWHUPLQDWLRQRI\RXUHPSOR\PHQWXQGHUFHUWDLQFLUFXPVWDQFHVDV
ZLOOEHVHWIRUWKLQWKH0&6$


7KLV$JUHHPHQWPD\EHH[HFXWHGLQFRXQWHUSDUWVZKLFKVKDOOEHGHHPHGWREHSDUWRIRQHRULJLQDODQGVLJQDWXUHVWUDQVPLWWHGE\3')ILOH
VKDOOEHHTXLYDOHQWWRRULJLQDOVLJQDWXUHV

:HDUHGHOLJKWHGWRDSSRLQW\RXWRWKLVSRVLWLRQ7KH%RDUGORRNVIRUZDUGWRDSURGXFWLYHDQGHQMR\DEOHZRUNUHODWLRQVKLS

6LQFHUHO\

V3HJJ\3KLOOLSV
3HJJ\3KLOOLSV
'LUHFWRUDQG&KDLURIWKH&RPSHQVDWLRQ&RPPLWWHH

5HYLHZHG8QGHUVWRRGDQG$FFHSWHG

V'DYLG1RYDFN
'DYLG1RYDFN


'DWH'HFHPEHU

([KLELW


'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ

86$QQXDO%RQXV3ODQ

3XUSRVHDQG(IIHFWLYH'DWH

'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ Ȓ'\QDYD[ȓRUWKHȒ&RPSDQ\ȓ KDVHVWDEOLVKHGWKLV$QQXDO%RQXV3ODQ WKHȒ%RQXV3ODQȓ WR
DOLJQHPSOR\HHSHUIRUPDQFHZLWKDQQXDOFRUSRUDWHDQGLQGLYLGXDOJRDOVDQGWRUHZDUGWKHDFKLHYHPHQWRIVXFKJRDOVGXULQJD
SHUIRUPDQFH\HDU7KH%RQXV3ODQZLOOEHFRPHHIIHFWLYHRQ-DQXDU\EHJLQQLQJZLWKWKHSHUIRUPDQFH\HDU

$GPLQLVWUDWLRQ

7KH%RDUGDQGWKH&RPSHQVDWLRQ&RPPLWWHHVKDOOKDYHWKHVROHGLVFUHWLRQDQGDXWKRULW\WRDGPLQLVWHUDQGLQWHUSUHWWKH%RQXV
3ODQ 7KH GHFLVLRQV RI WKH %RDUG DQG WKH &RPSHQVDWLRQ &RPPLWWHH VKDOO LQ HYHU\ FDVH EH ILQDO DQG ELQGLQJ RQ DOO SHUVRQV
KDYLQJ DQ LQWHUHVW LQ WKH %RQXV 3ODQ 7KH %RDUG DQG &RPSHQVDWLRQ &RPPLWWHH PD\ ZLWK UHVSHFW WR DQ\ SHUIRUPDQFH \HDU
GHWHUPLQH WKH OHYHO RI DFKLHYHPHQW RI FRUSRUDWH DQG LQGLYLGXDO JRDOV RU FKRRVH QRW WR IXQG WKH %RQXV 3ODQ DOO DW LWV VROH
GLVFUHWLRQ1RWZLWKVWDQGLQJWKHIRUHJRLQJWKH%RQXV3ODQPD\EHDGPLQLVWHUHGE\WKH&RPSDQ\ȏVPDQDJHPHQWLIWKH%RDUGRU
&RPSHQVDWLRQ&RPPLWWHHGHOHJDWHVVXFKDXWKRULW\DQGLQVXFKHYHQWWKH&RPSDQ\ȏVPDQDJHPHQWVKDOOKDYHWKHGLVFUHWLRQ
DQG DXWKRULW\ WR DGPLQLVWHU DQG LQWHUSUHW VXFK DVSHFWV RI WKH %RQXV 3ODQ DQG WKH GHFLVLRQV RI WKH &RPSDQ\ȏV PDQDJHPHQW
VKDOOLQVXFKFDVHVEHILQDODQGELQGLQJ

(OLJLELOLW\

,QRUGHUWREHHOLJLEOHWRSDUWLFLSDWHLQWKH%RQXV3ODQIRUDSHUIRUPDQFH\HDUDQLQGLYLGXDOPXVW D EHD'\QDYD[HPSOR\HHLQ
WKH 8QLWHG 6WDWHV ZKR ZRUNV DW OHDVW  KRXUV SHU ZHHN LQFOXGLQJ ([HFXWLYH 2IILFHUV E  KDYH EHFRPH DQ HPSOR\HH RI
'\QDYD[ EHIRUH RU RQ WKH ILUVW EXVLQHVV GD\ LQ 2FWREHU RI VXFK SHUIRUPDQFH \HDU DQG F  QRW EH D SDUWLFLSDQW LQ '\QDYD[ȏV
6DOHV,QFHQWLYH&RPSHQVDWLRQSURJUDP

%HFDXVH '\QDYD[ LQWHQGV WR LQFHQWLYL]H VXFFHVVIXO 3DUWLFLSDQWV WR UHPDLQ ZLWK '\QDYD[ 3DUWLFLSDQWV PXVW EH HPSOR\HG E\
'\QDYD[RQWKHGD\SD\PHQWLVPDGHWRHDUQDQGEHHOLJLEOHIRUDERQXVSD\PHQWXQGHUWKH%RQXV3ODQ

$SSOLFDWLRQRI%RQXV7DUJHWV

'\QDYD[ VHWV D Ȓ%RQXV 7DUJHWȓ IRU HDFK 3DUWLFLSDQW PHDVXUHG DV D SHUFHQWDJH RI WKH 3DUWLFLSDQWȏV %DVH 6DODU\ IRU WKH
DSSOLFDEOHSHUIRUPDQFH\HDUDVVHWIRUWKLQWKH$QQXDO&ULWHULD

8QOHVVGHWHUPLQHGRWKHUZLVH%RQXV7DUJHWVDUHDSSOLHGDVIROORZV


ȕ
,I D 3DUWLFLSDQW LV SURPRWHG GXULQJ D SHUIRUPDQFH \HDU DQG WKH 3DUWLFLSDQWȏV %RQXV 7DUJHW SHUFHQWDJH LQFUHDVHV LQ
FRQQHFWLRQZLWKWKHSURPRWLRQWKHQWKH%RQXV7DUJHWIRUVXFK3DUWLFLSDQWZLOOHTXDOWKHJUHDWHU%RQXV7DUJHWLQHIIHFW
DIWHUVXFKSURPRWLRQDQGZLOOEHPHDVXUHGDVDSHUFHQWDJHRIWKH3DUWLFLSDQWȏV%DVH6DODU\

ȕ
,ID3DUWLFLSDQWPRYHVWRDSRVLWLRQDQGRUUHVSRQVLELOLW\OHYHOZLWKDORZHU%RQXV7DUJHWGXULQJDSHUIRUPDQFH\HDU
WKHQ WKH %RQXV 7DUJHW IRU VXFK 3DUWLFLSDQW ZLOO HTXDO WKH ORZHU %RQXV 7DUJHW LQ HIIHFW DIWHU VXFK PRYH DQG ZLOO EH
PHDVXUHGDVDSHUFHQWDJHRIWKH3DUWLFLSDQWȏV%DVH6DODU\




:HLJKWLQJRI3HUIRUPDQFH2EMHFWLYHV

7KH%RQXV7DUJHWIRUWKH&(2LVEDVHGVROHO\RQ'\QDYD[ȏVDFKLHYHPHQWRIFRUSRUDWHJRDOV Ȓ&RUSRUDWH3HUIRUPDQFHȓ  7KH
%RQXV 7DUJHW IRU HDFK HPSOR\HH RWKHU WKDQ WKH &(2 LV EDVHG RQ  &RUSRUDWH 3HUIRUPDQFH DQG HDFK 3DUWLFLSDQWȏV LQGLYLGXDO
SHUIRUPDQFH LQFOXGLQJ HDFK 3DUWLFLSDQWȏV FRQWULEXWLRQ WR &RUSRUDWH 3HUIRUPDQFH
FROOHFWLYHO\ Ȓ,QGLYLGXDO
3HUIRUPDQFHȓ   '\QDYD[ȏV %RDUG RU &RPSHQVDWLRQ &RPPLWWHH SHULRGLFDOO\ UHYLHZV DQG GHWHUPLQHV WKH ZHLJKWLQJ EHWZHHQ
WKHVHWZRHOHPHQWVLQGHWHUPLQLQJERQXVHVXQGHUWKH%RQXV3ODQZLWKLQSXWIURP'\QDYD[ȏVPDQDJHPHQWDVVHWIRUWKLQWKH
$QQXDO&ULWHULD7KHZHLJKWLQJEHWZHHQ&RUSRUDWH3HUIRUPDQFHDQG,QGLYLGXDO3HUIRUPDQFHYDULHVE\OHYHOZLWKLQ'\QDYD[

&RUSRUDWH3HUIRUPDQFH

$IWHUWKHHQGRIDSHUIRUPDQFH\HDU&RUSRUDWH3HUIRUPDQFHZLOOEHDVVHVVHGE\WKH%RDUGRU&RPSHQVDWLRQ&RPPLWWHHZKR
ZLOO GHWHUPLQH WKH Ȓ&RUSRUDWH 3HUIRUPDQFH 0XOWLSOLHUȓ IRU WKH SHUIRUPDQFH \HDU ZKLFK ZLOO UHIOHFW WKLV DVVHVVPHQW DV ZHOO DV
RWKHU VXFFHVVHV DQG FRQVLGHUDWLRQV WKH %RDUG RU &RPSHQVDWLRQ &RPPLWWHH PD\ GHHP UHOHYDQW IRU WKH SHUIRUPDQFH \HDU
8QOHVV GHWHUPLQHG RWKHUZLVH '\QDYD[ ZLOO DSSO\ WKH VDPH &RUSRUDWH 3HUIRUPDQFH 0XOWLSOLHU IRU DOO 3DUWLFLSDQWV IRU D JLYHQ
SHUIRUPDQFH\HDU7KH%RDUGRU&RPSHQVDWLRQ&RPPLWWHHPD\VHWWKH&RUSRUDWH3HUIRUPDQFH0XOWLSOLHUDERYHEXWLQ
DQ\HYHQWQRWDERYH

,QGLYLGXDO3HUIRUPDQFH

$IWHUWKHHQGRIDSHUIRUPDQFH\HDUHDFK3DUWLFLSDQWȏV,QGLYLGXDO3HUIRUPDQFHZLOOEHDVVHVVHGE\WKH%RDUG&RPSHQVDWLRQ
&RPPLWWHHDQGRUPDQDJHPHQWDVDSSOLFDEOHZKRZLOOGHWHUPLQHWKHȒ,QGLYLGXDO3HUIRUPDQFH0XOWLSOLHUȓZKLFKZLOOUHIOHFWWKLV
DVVHVVPHQW DV ZHOO DV RWKHU VXFFHVVHV DQG FRQVLGHUDWLRQV DV GHWHUPLQHG DIWHU WKH HQG RI HDFK SHUIRUPDQFH \HDU E\
PDQDJHPHQWRULQWKHFDVHRI([HFXWLYH2IILFHUV RWKHUWKDQWKH&(2 E\WKH%RDUGRU&RPSHQVDWLRQ&RPPLWWHHDVVHWIRUWK
LQWKH$QQXDO&ULWHULD7KH%RDUGRU&RPSHQVDWLRQ&RPPLWWHHZLOOWDNHLQWRDFFRXQWWKHUHFRPPHQGDWLRQVDQGHYDOXDWLRQRI
HDFK ([HFXWLYH 2IILFHUȏV ,QGLYLGXDO 3HUIRUPDQFH E\ WKH &(2 RU WKH 2IILFH RI WKH 3UHVLGHQW $ 3DUWLFLSDQWȏV ,QGLYLGXDO
3HUIRUPDQFH0XOWLSOLHUPD\EHDERYHEXWLQDQ\HYHQWQRWDERYH

'HWHUPLQDWLRQDQG3D\PHQWRI%RQXVHV

7KHERQXVDPRXQWSDLGWRHDFK3DUWLFLSDQWZLOOEHGHWHUPLQHGDVIROORZV


&RUSRUDWH3HUIRUPDQFH

,QGLYLGXDO3HUIRUPDQFH

7RWDO
3RUWLRQ
3RUWLRQ
%DVH6DODU\[%RQXV7DUJHW[

%DVH6DODU\[%RQXV7DUJHW[

&RUSRUDWH3HUIRUPDQFH
,QGLYLGXDO3HUIRUPDQFH
0XOWLSOLHU[:HLJKWLQJ
0XOWLSOLHU[:HLJKWLQJ

'\QDYD[ PDLQWDLQV DEVROXWH GLVFUHWLRQ LQ GHWHUPLQLQJ WKH VFRSH DQG LPSDFW RI DFFRPSOLVKPHQWV DV ZHOO DV WKH ILQDO ERQXV
SD\RXW IRU DOO 3DUWLFLSDQWV  3DUWLFLSDQWV ZKR KDYH UHFHLYHG IRUPDO GLVFLSOLQDU\ DFWLRQ GXULQJ RU DIWHU D SHUIRUPDQFH \HDU PD\
KDYHWKHLUERQXVSD\RXWUHGXFHGRUHOLPLQDWHGIRUWKDWSHUIRUPDQFH\HDUDWWKHVROHGLVFUHWLRQRIPDQDJHPHQWRUWKH%RDUGRU
WKH&RPSHQVDWLRQ&RPPLWWHHDVDSSOLFDEOH






$OOSD\PHQWVPDGHXQGHUWKLV%RQXV3ODQZLOOEHVXEMHFWWRUHFRXSPHQWLQDFFRUGDQFHZLWKDQ\FODZEDFNSROLF\WKDW'\QDYD[
DGRSWVSXUVXDQWWRWKHOLVWLQJVWDQGDUGVRIDQ\QDWLRQDOVHFXULWLHVH[FKDQJHRUDVVRFLDWLRQRQZKLFK'\QDYD[ȏV VHFXULWLHV DUH
OLVWHGRURWKHUZLVHZKHWKHUEHIRUHRUDIWHUWKHGDWHRIDQ\SD\PHQWPDGHXQGHUWKLV%RQXV3ODQ1RUHFRYHU\RIFRPSHQVDWLRQ
XQGHUVXFKDFODZEDFNSROLF\ZLOOEHDQHYHQWJLYLQJULVHWRDULJKWWRUHVLJQIRUȒJRRGUHDVRQȓRUȒFRQVWUXFWLYHWHUPLQDWLRQȓ RU
VLPLODUWHUP XQGHUDQ\DJUHHPHQWZLWK'\QDYD[RUDQ\RI'\QDYD[ȏVDIILOLDWHV

%RQXVHVIRUDSHUIRUPDQFH\HDUZLOOEHSDLGLQFDVKWRHDFK3DUWLFLSDQW RUKLVKHUEHQHILFLDU\LQWKHHYHQWRIGHDWK E\0DUFK
WKRIWKHIROORZLQJ\HDUH[FHSW L DVLVRWKHUZLVHGHWHUPLQHGLQWKHVROHGLVFUHWLRQRIWKH%RDUGWKH&RPSHQVDWLRQ&RPPLWWHH
RU PDQDJHPHQW DV DSSURSULDWH RU LL  DV PD\ EH QHFHVVDU\ RU DGYLVDEOH WR FRPSO\ ZLWK UHJXODWLRQV ODZV HPSOR\PHQW
DJUHHPHQWV RU HPSOR\PHQW FRQWUDFWV DSSOLFDEOH WR D SDUWLFXODU 3DUWLFLSDQW SURYLGHGKRZHYHU WKDW LQ DOO FDVHV WKH SD\PHQW
GDWHRIDQ\ERQXVIRUDQ\3DUWLFLSDQWZKRLVVXEMHFWWR6HFWLRQ$RIWKH,QWHUQDO5HYHQXH&RGHRIDVDPHQGHGRUDQ\
VWDWH ODZ RI VLPLODU HIIHFW Ȓ6HFWLRQ$ȓ  ZLOO EH GHVLJQHG WR HLWKHU FRPSO\ ZLWK 6HFWLRQ $ RU VDWLVI\ DQ H[HPSWLRQ IURP
DSSOLFDWLRQ RI 6HFWLRQ $ DQG WKH %RQXV 3ODQ ZLOO EH DGPLQLVWHUHG DQG LQWHUSUHWHG WR WKH JUHDWHVW H[WHQW SRVVLEOH LQ
FRPSOLDQFH ZLWK 6HFWLRQ $ RU LQ DFFRUGDQFH ZLWK VXFK H[HPSWLRQ DV DSSOLFDEOH %HQHILWV XQGHU WKLV %RQXV 3ODQ DUH QRW
WUDQVIHUDEOHDQGWKH%RQXV3ODQLVXQIXQGHG

0LVFHOODQHRXV

7KH HVWDEOLVKPHQW RI WKLV %RQXV 3ODQ DQ\ SURYLVLRQV RI WKLV %RQXV 3ODQ DQGRU DQ\ DFWLRQ RI WKH %RDUG &RPSHQVDWLRQ
&RPPLWWHH RU PDQDJHPHQW ZLWK UHVSHFW WR WKLV %RQXV 3ODQ GRHV QRW FRQIHU XSRQ DQ\ 3DUWLFLSDQW WKH ULJKW WR FRQWLQXHG
HPSOR\PHQWZLWK'\QDYD['\QDYD[UHVHUYHVWKHULJKWWRGLVPLVVDQ\3DUWLFLSDQWDWZLOO DWDQ\WLPHZLWKRUZLWKRXWSULRUQRWLFH
ZLWKRUZLWKRXWFDXVH 

$OO ERQXV SD\PHQWV PDGH XQGHU WKLV %RQXV 3ODQ VKDOO EH VXEMHFW WR LQFRPH DQG HPSOR\PHQW WD[ ZLWKKROGLQJ DV UHTXLUHG E\
DSSOLFDEOHIHGHUDOVWDWHRUORFDOODZ

7KLV%RQXV3ODQDQGDQ\DPHQGPHQWVWKHUHWRVKDOOEHFRQVWUXHGDGPLQLVWHUHGDQGJRYHUQHGLQDOOUHVSHFWVLQDFFRUGDQFHZLWK
WKHODZVRIWKH6WDWHRI'HODZDUH UHJDUGOHVVRIWKHODZWKDWPLJKWRWKHUZLVHJRYHUQXQGHUDSSOLFDEOHSULQFLSOHVRIFRQIOLFWRI
ODZV ,IDQ\SURYLVLRQRIWKLV%RQXV3ODQVKDOOEHGHWHUPLQHGWREHLOOHJDOLQYDOLGRUXQHQIRUFHDEOHVXFKGHWHUPLQDWLRQVKDOOLQ
QRPDQQHUDIIHFWWKHOHJDOLW\YDOLGLW\RUHQIRUFHDELOLW\RIDQ\RWKHUSURYLVLRQKHUHRI

'HILQLWLRQV

Ȓ$QQXDO &ULWHULDȓ PHDQV WKH WHUPV DQG FRQGLWLRQV DSSOLFDEOH WR D VSHFLILF SHUIRUPDQFH \HDU DV DSSURYHG E\ WKH %RDUG RU
&RPSHQVDWLRQ&RPPLWWHH7KH$QQXDO&ULWHULDZLOOLQFOXGHWKH%RQXV7DUJHWVWKHZHLJKWLQJEHWZHHQ &RUSRUDWH 3HUIRUPDQFH
DQG,QGLYLGXDO3HUIRUPDQFHIRU3DUWLFLSDQWVFRUSRUDWHJRDOVDQGLQGLYLGXDOJRDOVLIDQ\DQGRWKHUWHUPVDSSURYHGE\WKH%RDUG
RU&RPSHQVDWLRQ&RPPLWWHHIRUVXFKSHUIRUPDQFH\HDUDVQRWLQFRQVLVWHQWZLWKWKH%RQXV3ODQ

Ȓ%DVH6DODU\ȓPHDQVWKHWRWDODPRXQWRIEDVHVDODU\RUKRXUO\ZDJHVDFWXDOO\SDLGWRWKH3DUWLFLSDQWGXULQJWKHSHULRGRIKLVRU
KHUSDUWLFLSDWLRQLQWKH%RQXV3ODQIRUWKHDSSOLFDEOHSHUIRUPDQFH\HDUUDWKHUWKDQWKH3DUWLFLSDQWȏVEDVHVDODU\OHYHORUKRXUO\
ZDJHUDWHDWDQ\SDUWLFXODUSRLQWGXULQJWKHDSSOLFDEOHSHUIRUPDQFH\HDU HJ WKH %DVH 6DODU\ IRU DQ HPSOR\HH ZKRVH EDVH
VDODU\RUKRXUO\ZDJHUDWHLVDGMXVWHGGXULQJWKHDSSOLFDEOHSHUIRUPDQFH\HDURUIRU





DQHPSOR\HHZKRLVKLUHGGXULQJWKHDSSOLFDEOHSHUIRUPDQFH\HDUZLOOEHWKHWRWDODPRXQWRIEDVHVDODU\RUKRXUO\ZDJHUDWH
DFWXDOO\ SDLG WR WKH HPSOR\HH GXULQJ WKH SHULRG RI KLV RU KHU SDUWLFLSDWLRQ LQ WKH %RQXV 3ODQ IRU WKH DSSOLFDEOH SHUIRUPDQFH
SHULRG %DVH6DODU\LQFOXGHV D DQ\DPRXQWVSDLGE\'\QDYD[GXULQJSHULRGVRIDEVHQFHDQGRUOHDYH HJ372RUSDLGOHDYH
EHQHILWV IURP WKH &RPSDQ\  DQG E  ZLWK UHVSHFW WR QRQH[HPSW HPSOR\HHV DQ\ RYHUWLPH SD\PHQWV %DVH 6DODU\ GRHV QRW
LQFOXGHDQ\H[SHQVHUHLPEXUVHPHQWVUHORFDWLRQSD\PHQWVLQFHQWLYHFRPSHQVDWLRQFRPPLVVLRQVERQXVHV LQFOXGLQJVLJQLQJ
ERQXVHV DPRXQWVUHFHLYHGDVDUHVXOWRIHTXLW\DZDUGVVKRUWWHUPRUORQJWHUPGLVDELOLW\EHQHILWVIURPWKHVWDWHRUWKURXJKD
WKLUGSDUW\EHQHILWSODQRUVKLIWGLIIHUHQWLDOSD\PHQWVȒRQFDOOȓSD\RUVLPLODURQHWLPHRUXQXVXDOSD\PHQWV

Ȓ%RDUGȓPHDQVWKH%RDUGRI'LUHFWRUVRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ

Ȓ&RPSHQVDWLRQ&RPPLWWHHȓPHDQVWKH&RPSHQVDWLRQ&RPPLWWHHRIWKH%RDUG

Ȓ([HFXWLYH2IILFHUVȓPHDQVWKH&RPSDQ\ȏVH[HFXWLYHRIILFHUVDVWKDWWHUPLVGHILQHGLQ6HFWLRQRIWKH6HFXULWLHV([FKDQJH
$FWRIDVDPHQGHGIURPWLPHWRWLPHDQG5XOHDWKHUHXQGHU

Ȓ3DUWLFLSDQWȓPHDQVDQLQGLYLGXDOZKRPHHWVWKHHOLJLELOLW\UHTXLUHPHQWVLQWKHVHFWLRQDERYHHQWLWOHGȒ(OLJLELOLW\ȓ



$GRSWHGE\WKH&RPSHQVDWLRQ&RPPLWWHHRQ1RYHPEHU







([KLELW
/LVWRI6XEVLGLDULHV


'\QDYD[*PE+





([KLELW
&RQVHQWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP
:HFRQVHQWWRWKHLQFRUSRUDWLRQE\UHIHUHQFHLQWKHIROORZLQJ5HJLVWUDWLRQ6WDWHPHQWV


 5HJLVWUDWLRQ6WDWHPHQW )RUP6$651RVDQG RI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQDQGLQWKHUHODWHG3URVSHFWXVHV
DQG


 5HJLVWUDWLRQ6WDWHPHQWV )RUP61RV
DQG SHUWDLQLQJWRWKH$PHQGHGDQG5HVWDWHG(TXLW\,QFHQWLYH3ODQWKH$PHQGHGDQG5HVWDWHG(PSOR\HH6WRFN
3XUFKDVH3ODQWKH,QGXFHPHQW$ZDUG3ODQDQGWKH(TXLW\,QFHQWLYH3ODQRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ

RIRXUUHSRUWVGDWHG0DUFKZLWKUHVSHFWWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQDQGWKHHIIHFWLYHQHVVRI
LQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJRI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQLQFOXGHGLQWKLV$QQXDO5HSRUW )RUP. RI'\QDYD[7HFKQRORJLHV
&RUSRUDWLRQIRUWKH\HDUHQGHG'HFHPEHU

V(UQVW <RXQJ//3
6DQ)UDQFLVFR&DOLIRUQLD
0DUFK




([KLELW
5XOHD D &HUWLILFDWLRQRI&KLHI([HFXWLYH2IILFHU
&(57,),&$7,216
,5\DQ6SHQFHUFHUWLI\WKDW




,KDYHUHYLHZHGWKLVDQQXDOUHSRUWRQ)RUP.RI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ WKHȐUHJLVWUDQWȑ 







%DVHGRQP\NQRZOHGJHWKLVUHSRUWGRHVQRWFRQWDLQDQ\XQWUXHVWDWHPHQWRIDPDWHULDOIDFWRURPLWWRVWDWHDPDWHULDOIDFW
QHFHVVDU\WRPDNHWKHVWDWHPHQWVPDGHLQOLJKWRIWKHFLUFXPVWDQFHVXQGHUZKLFKVXFKVWDWHPHQWVZHUHPDGHQRWPLVOHDGLQJZLWK
UHVSHFWWRWKHSHULRGFRYHUHGE\WKLVUHSRUW







%DVHGRQP\NQRZOHGJHWKHILQDQFLDOVWDWHPHQWVDQGRWKHUILQDQFLDOLQIRUPDWLRQLQFOXGHGLQWKLVUHSRUWIDLUO\SUHVHQWLQDOO
PDWHULDOUHVSHFWVWKHILQDQFLDOFRQGLWLRQUHVXOWVRIRSHUDWLRQVDQGFDVKIORZVRIWKHUHJLVWUDQWDVRIDQGIRUWKHSHULRGVSUHVHQWHGLQ
WKLVUHSRUW







7KHUHJLVWUDQWȍVRWKHUFHUWLI\LQJRIILFHUDQG,DUHUHVSRQVLEOHIRUHVWDEOLVKLQJDQGPDLQWDLQLQJGLVFORVXUHFRQWUROVDQGSURFHGXUHV DV
GHILQHGLQ([FKDQJH$FW5XOHVD H DQGG H DQGLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ DVGHILQHGLQ([FKDQJH$FW
5XOHVD I DQGG I IRUWKHUHJLVWUDQWDQGKDYH









D

GHVLJQHGVXFKGLVFORVXUHFRQWUROVDQGSURFHGXUHVRUFDXVHGVXFKGLVFORVXUHFRQWUROVDQGSURFHGXUHVWREHGHVLJQHGXQGHU
RXUVXSHUYLVLRQWRHQVXUHWKDWPDWHULDOLQIRUPDWLRQUHODWLQJWRWKHUHJLVWUDQWLQFOXGLQJLWVFRQVROLGDWHGVXEVLGLDULHVLVPDGH
NQRZQWRXVE\RWKHUVZLWKLQWKRVHHQWLWLHVSDUWLFXODUO\GXULQJWKHSHULRGLQZKLFKWKLVUHSRUWLVEHLQJSUHSDUHG









E

GHVLJQHGVXFKLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJRUFDXVHGVXFKLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJWREH
GHVLJQHGXQGHURXUVXSHUYLVLRQWRSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJWKHUHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQGWKH
SUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV









F

HYDOXDWHGWKHHIIHFWLYHQHVVRIWKHUHJLVWUDQWȍVGLVFORVXUHFRQWUROVDQGSURFHGXUHVDQGSUHVHQWHGLQWKLVUHSRUWRXUFRQFOXVLRQV
DERXWWKHHIIHFWLYHQHVVRIWKHGLVFORVXUHFRQWUROVDQGSURFHGXUHVDVRIWKHHQGRIWKHSHULRGFRYHUHGE\WKLVUHSRUWEDVHGRQ
VXFKHYDOXDWLRQDQG









G

GLVFORVHGLQWKLVUHSRUWDQ\FKDQJHLQWKHUHJLVWUDQWȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJWKDWRFFXUUHGGXULQJWKH
UHJLVWUDQWȍVPRVWUHFHQWILVFDOTXDUWHU WKHUHJLVWUDQWȍVIRXUWKILVFDOTXDUWHULQWKHFDVHRIDQDQQXDOUHSRUW WKDWKDVPDWHULDOO\
DIIHFWHGRULVUHDVRQDEO\OLNHO\WRPDWHULDOO\DIIHFWWKHUHJLVWUDQWȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDQG







7KHUHJLVWUDQWȍVRWKHUFHUWLI\LQJRIILFHUDQG,KDYHGLVFORVHGEDVHGRQRXUPRVWUHFHQWHYDOXDWLRQRILQWHUQDOFRQWURORYHUILQDQFLDO
UHSRUWLQJWRWKHUHJLVWUDQWȍVDXGLWRUVDQGWKHDXGLWFRPPLWWHHRIWKHUHJLVWUDQWȍVERDUGRIGLUHFWRUV RUSHUVRQVSHUIRUPLQJWKH
HTXLYDOHQWIXQFWLRQV 









D

DOOVLJQLILFDQWGHILFLHQFLHVDQGPDWHULDOZHDNQHVVHVLQWKHGHVLJQRURSHUDWLRQRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ
ZKLFKDUHUHDVRQDEO\OLNHO\WRDGYHUVHO\DIIHFWWKHUHJLVWUDQWȍVDELOLW\WRUHFRUGSURFHVVVXPPDUL]HDQGUHSRUWILQDQFLDO
LQIRUPDWLRQDQG









E

DQ\IUDXGZKHWKHURUQRWPDWHULDOWKDWLQYROYHVPDQDJHPHQWRURWKHUHPSOR\HHVZKRKDYHDVLJQLILFDQWUROHLQWKH
UHJLVWUDQWȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ


%\ 



'DWH0DUFK




V5<$163(1&(5
5\DQ6SHQFHU
&KLHI([HFXWLYH2IILFHU
3ULQFLSDO([HFXWLYH2IILFHU


([KLELW
5XOHD D &HUWLILFDWLRQRI3ULQFLSDO)LQDQFLDO2IILFHU
&(57,),&$7,216
,0LFKDHO2VWUDFKFHUWLI\WKDW




,KDYHUHYLHZHGWKLVDQQXDOUHSRUWRQ)RUP.RI'\QDYD[7HFKQRORJLHV&RUSRUDWLRQ WKHȐUHJLVWUDQWȑ 







%DVHGRQP\NQRZOHGJHWKLVUHSRUWGRHVQRWFRQWDLQDQ\XQWUXHVWDWHPHQWRIDPDWHULDOIDFWRURPLWWRVWDWHDPDWHULDOIDFW
QHFHVVDU\WRPDNHWKHVWDWHPHQWVPDGHLQOLJKWRIWKHFLUFXPVWDQFHVXQGHUZKLFKVXFKVWDWHPHQWVZHUHPDGHQRWPLVOHDGLQJZLWK
UHVSHFWWRWKHSHULRGFRYHUHGE\WKLVUHSRUW







%DVHGRQP\NQRZOHGJHWKHILQDQFLDOVWDWHPHQWVDQGRWKHUILQDQFLDOLQIRUPDWLRQLQFOXGHGLQWKLVUHSRUWIDLUO\SUHVHQWLQDOO
PDWHULDOUHVSHFWVWKHILQDQFLDOFRQGLWLRQUHVXOWVRIRSHUDWLRQVDQGFDVKIORZVRIWKHUHJLVWUDQWDVRIDQGIRUWKHSHULRGVSUHVHQWHGLQ
WKLVUHSRUW







7KHUHJLVWUDQWȍVRWKHUFHUWLI\LQJRIILFHUDQG,DUHUHVSRQVLEOHIRUHVWDEOLVKLQJDQGPDLQWDLQLQJGLVFORVXUHFRQWUROVDQGSURFHGXUHV DV
GHILQHGLQ([FKDQJH$FW5XOHVD H DQGG H DQGLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ DVGHILQHGLQ([FKDQJH$FW
5XOHVD I DQGG I IRUWKHUHJLVWUDQWDQGKDYH









D

GHVLJQHGVXFKGLVFORVXUHFRQWUROVDQGSURFHGXUHVRUFDXVHGVXFKGLVFORVXUHFRQWUROVDQGSURFHGXUHVWREHGHVLJQHGXQGHU
RXUVXSHUYLVLRQWRHQVXUHWKDWPDWHULDOLQIRUPDWLRQUHODWLQJWRWKHUHJLVWUDQWLQFOXGLQJLWVFRQVROLGDWHGVXEVLGLDULHVLVPDGH
NQRZQWRXVE\RWKHUVZLWKLQWKRVHHQWLWLHVSDUWLFXODUO\GXULQJWKHSHULRGLQZKLFKWKLVUHSRUWLVEHLQJSUHSDUHG









E

GHVLJQHGVXFKLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJRUFDXVHGVXFKLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJWREH
GHVLJQHGXQGHURXUVXSHUYLVLRQWRSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJWKHUHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQGWKH
SUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV









F

HYDOXDWHGWKHHIIHFWLYHQHVVRIWKHUHJLVWUDQWȍVGLVFORVXUHFRQWUROVDQGSURFHGXUHVDQGSUHVHQWHGLQWKLVUHSRUWRXUFRQFOXVLRQV
DERXWWKHHIIHFWLYHQHVVRIWKHGLVFORVXUHFRQWUROVDQGSURFHGXUHVDVRIWKHHQGRIWKHSHULRGFRYHUHGE\WKLVUHSRUWEDVHGRQ
VXFKHYDOXDWLRQDQG









G

GLVFORVHGLQWKLVUHSRUWDQ\FKDQJHLQWKHUHJLVWUDQWȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJWKDWRFFXUUHGGXULQJWKH
UHJLVWUDQWȍVPRVWUHFHQWILVFDOTXDUWHU WKHUHJLVWUDQWȍVIRXUWKILVFDOTXDUWHULQWKHFDVHRIDQDQQXDOUHSRUW WKDWKDVPDWHULDOO\
DIIHFWHGRULVUHDVRQDEO\OLNHO\WRPDWHULDOO\DIIHFWWKHUHJLVWUDQWȍVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDQG







7KHUHJLVWUDQWȍVRWKHUFHUWLI\LQJRIILFHUDQG,KDYHGLVFORVHGEDVHGRQRXUPRVWUHFHQWHYDOXDWLRQRILQWHUQDOFRQWURORYHUILQDQFLDO
UHSRUWLQJWRWKHUHJLVWUDQWȍVDXGLWRUVDQGWKHDXGLWFRPPLWWHHRIWKHUHJLVWUDQWȍVERDUGRIGLUHFWRUV RUSHUVRQVSHUIRUPLQJWKH
HTXLYDOHQWIXQFWLRQV 









D

DOOVLJQLILFDQWGHILFLHQFLHVDQGPDWHULDOZHDNQHVVHVLQWKHGHVLJQRURSHUDWLRQRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ
ZKLFKDUHUHDVRQDEO\OLNHO\WRDGYHUVHO\DIIHFWWKHUHJLVWUDQWȍVDELOLW\WRUHFRUGSURFHVVVXPPDUL]HDQGUHSRUWILQDQFLDO
LQIRUPDWLRQDQG









E
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