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³2XU�YLVLRQ�LV�WR�PDNH�IRRG�SHUVRQDO�DJDLQ�DQG�WR�UXQ�D�EXVLQHVV�WKDW�FDQ�GR�JRRG�DQG�GR�ZHOO�DW�WKH�
VDPH�WLPH�´�VDLG�8QLYHUVLW\�RI�&DOLIRUQLD�DW�%HUNHOH\�JUDGXDWHV��¶����1LNKLO�$URUD�DQG�$OH[�9HOH]��
FR�IRXQGHUV�RI�2DNODQG��&DOLIRUQLD�EDVHG�%DFN�WR�WKH�5RRWV�9HQWXUHV��%775��� 7KH�%�&RUSRUDWLRQ�

ODXQFKHG�LQ������DV�D�VXSSOLHU�RI�XVHG�FRIIHH�JURXQGV�EDVHG�JURZLQJ�PHGLXP�IRU�PXVKURRP�IDUPHUV��
KRZHYHU�E\�������%775�KDG�SLYRWHG�QXPHURXV�WLPHV�EHIRUH�HVWDEOLVKLQJ�LWVHOI�DV�D�VXVWDLQDEOH�
FRQVXPHU�SDFNDJHG�JRRGV��&3*��FRPSDQ\��

$URUD�DQG�9HOH]��ERWK�XQGHUJUDGXDWH�EXVLQHVV�PDMRUV�DW�%HUNHOH\�+DDV��KDG�D�KLVWRU\�RI�GHPRQVWUDWHG�
LQWHUHVWV�LQ�HGXFDWLRQ�DQG�VXVWDLQDELOLW\���9HOH]�KDG�UHFHQWO\�IRXQGHG�WKH�6DJH�0HQWRUVKLS�3URMHFW��
%HUNHOH\¶V�ODUJHVW�RQH�RQ�RQH�PHQWRUVKLS�RUJDQL]DWLRQ�IRU�HOHPHQWDU\�VFKRRO�NLGV��DQG�$URUD�KDG�
UHFHQWO\�ZRUNHG�DW�WKH�8QLYHUVLW\�RI�*KDQD�RQ�FDPSXV�VXVWDLQDELOLW\��

6LQFH�LWV�IRXQGLQJ��%775�KDG�DFKLHYHG�PXFK�VXFFHVV���,Q�WKH�HDUO\�\HDUV��WKH�IRXQGHUV�KDG�UHFHLYHG�
���������LQ�JUDQWV� VXFK�DV�WKH������0LOOHUV&RRUV�8UEDQ�(QWUHSUHQHXUVKLS�QDWLRQDO�EXVLQHVV�
FRPSHWLWLRQ�DZDUG����������JUDQW����7KH\�KDG�EHHQ�QDPHG�³$PHULFD¶V�7RS����0RVW�3URPLVLQJ�6RFLDO�
(QWUHSUHQHXUV´�E\�%XVLQHVV:HHN��³7RS���&RPSDQ\´�LQ�WKH�1HZVZHHN�:RUOG�&KDOOHQJH��DQG�³���
8QGHU���´�E\�,QF� $URUD�DQG�9HOH]�KDG�VSRNHQ�DW�YDULRXV�7HG;�HYHQWV�DFURVV�WKH�FRXQWU\���7KH�
FRPSDQ\�JHQHUDWHG�VLJQLILFDQW�PHGLD�EX]]�LQ�WKH�1HZ�<RUN�7LPHV��:DOO�6WUHHW�-RXUQDO��/RV�$QJHOHV�

� 3URQRXQFHG�³EHWWHU�´
��$�FRUSRUDWH�IRUP��EHQHILW�FRUSRUDWLRQ��ZKHUH�RUJDQL]DWLRQV�DUH�IRU�SURILW�HQWLWLHV�WKDW�DOVR�IRFXV�RQ�VRFLHW\�DQG�WKH�HQYLURQPHQW��

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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7LPHV��079��1HZVZHHN��%%&��DQG�RQ�0DUWKD�6WHZDUW¶V�VKRZ���%775�ZDV�HYHQ�UHFRJQL]HG�DW�WKH�
:KLWH�+RXVH�LQ������DV�D�WRS�����HQWUHSUHQHXU�DV�SDUW�RI�LWV�(PSDFW�$ZDUGV��([KLELW������

%\�������WKH�FRPSDQ\�KDG�QRW�WDNHQ�DQ\�VLJQLILFDQW�RXWVLGH�LQYHVWPHQW� FKRRVLQJ�WR�LQVWHDG�XVH JUDQWV�
DQG�EDQN�FUHGLW�OLQHV�RI����������LQ����������������LQ�������DQG����������LQ������DV�LWV�VHHG�FDSLWDO�
³:H¶YH�ZRUNHG�KDUG WR ERRWVWUDS�%775�´ VDLG�9HOH]�

6LGGKDUWK�6DQJKYL��DQ�H[SHULHQFHG VRFLDO�HQWUHSUHQHXU�KLUH�DQG�YLFH�SUHVLGHQW�RI�PDUNHWLQJ�DQG�
RSHUDWLRQV�DGGHG��³1LNKLO�DQG�$OH[�KDYH�DOZD\V�GUHDPHG�ELJ���7KH\¶YH�ZDQWHG�WR�EXLOG�D�FRPSDQ\�
WKDW�LV�VFDODEOH�DQG�UHDFKHV�D�ORW�RI�SHRSOH«WR�EXLOG�D�SODWIRUP�WKDW�LQIOXHQFHV�PLOOLRQV�RI�SHRSOH�WR�
XQGHUVWDQG�ZKHUH�WKHLU�IRRG�FRPHV�IURP���2XU�SURGXFWV�DUH�DOPRVW�VHFRQGDU\�´

6HUHQGLSLW\

$URUD�DQG�9HOH] ILUVW�OHDUQHG�DERXW�WKH�SRVVLELOLW\ RI�JURZLQJ�PXVKURRPV�RQ�UHF\FOHG�FRIIHH�JURXQGV�
LQ�WKHLU�ODVW�VHPHVWHU DW�%HUNHOH\�ZKHQ�3URIHVVRU�*XQWHU�3DXOL� JXHVW�OHFWXUHG�LQ�D�EXVLQHVV�HWKLFV�
FODVV WDXJKW�E\�3URIHVVRU�$ODQ�5RVV� 3DXOL�KDG�PHQWLRQHG�WKDW�ZRPHQ�LQ�&RORPELD�DQG�SDUWV�RI�(DVW�
$IULFD�ZHUH�JURZLQJ�PXVKURRPV�IURP�FRIIHH�JURXQGV�WR�ILJKW�PDOQXWULWLRQ� &RIIHH�JURXQGV�ZRUNHG
DV�D�VRLO�IRU�PXVKURRPV�EHFDXVH�WKH\�ZHUH ULFK�LQ�FHOOXORVH��ZHUH�DOUHDG\�VWHULOL]HG�WKURXJK�WKH�
EUHZLQJ�SURFHVV��DQG�KDG WKH�ULJKW�PRLVWXUH�FRQWHQW�QHHGHG�WR�JURZ�PXVKURRPV��

$URUD�DQG�9HOH]�GLGQ¶W�NQRZ�HDFK�RWKHU��EXW�ERWK�FRQWDFWHG 5RVV�DERXW�WKH�SURFHVV DQG�WKH�SURIHVVRU
PDGH�WKH�LQLWLDO�LQWURGXFWLRQ���³:H�ZHUH�ERWK�LQWULJXHG�E\�WKH�IDFW�WKDW�\RX�FRXOG�WXUQ�ZDVWH�LQWR�
ZDJHV�E\�JURZLQJ�ORFDO��IUHVK��DQG�VXVWDLQDEOH�IRRG�´�VDLG�$URUD�� 9HOH]�DGGHG��³:H�MXVW�WKRXJKW�LW�
ZDV�D�FRRO�LGHD EXW�ZH�NQHZ�QRWKLQJ�DERXW�PXVKURRPV��DJULFXOWXUH��RU�IDUPLQJ� ,Q�WKH�EHJLQQLQJ��ZH�
KDG�QR LGHD�ZH¶G�HYHQWXDOO\�EHFRPH�PXVKURRP�IDUPHUV�´

7KH�WZR�KLW�LW�RII ULJKW�DZD\��EHFRPLQJ�H[FLWHG�DERXW�H[SORULQJ�FRIIHH�EHDQV�DQG�PXVKURRPV�WRJHWKHU�
7KH\�DOVR�KDG FRPSOHPHQWDU\�VNLOO�VHWV�RI�ILQDQFH��9HOH]��DQG�PDUNHWLQJ��$URUD���DQG FRPPRQ�
LQWHUHVWV�LQ�HGXFDWLRQ�DQG�VXVWDLQDELOLW\���$URUD�VDLG��³:KHQ�ZH¶UH�ZRUNLQJ�WRJHWKHU��LW�GRHVQ¶W�VHHP�
OLNH�ZRUN�� ,W�MXVW�VHHPV�OLNH�IXQ�� :H�ERWK�KDYH�WKH�VDPH�PLQGVHW�RQ�RXU�YDOXHV��PLVVLRQ��YLVLRQ� DQG�
WKH�DWWLWXGH�ZH�ZDQW�WR�EULQJ�WR�ZRUN� ,�WKLQN�LW¶V VR�LPSRUWDQW²WKH�LGHD�RI�D�SDUWQHUVKLS�DQG�KDYLQJ�D�
SDUWQHU�ZKHQ�\RX¶UH�VWDUWLQJ�D�EXVLQHVV�´

:KHQ�WKH\�OHDUQHG�WKDW�����SHUFHQW�RI�D�FRIIHH�EHDQ�LV�XVHG�LQ�PDNLQJ�D�FXS�RI�FRIIHH��ZLWK�WKH�UHVW�
GLVFDUGHG�� WKHLU�LQLWLDO�FRQFHSW�ZDV�ERUQ���7KH\�FRXOG�EXLOG�D�FROOHFWLRQ�URXWH�DURXQG�FRIIHH�ZDVWH�DQG�
³SDFN�LW�XS�DQG�VHOO�LW�WR�PXVKURRP�IDUPHUV�´�UHFDOOHG 9HOH]���³:H�GHILQLWHO\�ZDQWHG�WR�ILQG�D�PDUNHW�
EHIRUH�VSHQGLQJ�D�GLPH��ZKLFK�KDV�EHHQ�RXU�SKLORVRSK\�DOO�DORQJ��VR�ZH�ZHQW�WR IDUPHUV¶�PDUNHWV�
DVNLQJ PXVKURRP�JURZHUV�KRZ�PXFK�WKH\�SDLG�IRU�WKHLU FXUUHQW�JURZLQJ�PHGLXPV DQG�LI�WKH\�ZRXOG�
SD\�IRU�RXU�FRIIHH�JURZLQJ�PHGLXP���:H�WROG�WKHP�RXUV�ZDV�JUHDW��HYHQ�WKRXJK�ZH�KDG�QR�LGHD�LI�LW�
ZDV�´

7KURXJK�WKHVH�LQLWLDO�FRQYHUVDWLRQV��WKH\�GLVFRYHUHG�WKDW IDUPHUV�ZHUH�RQO\�ZLOOLQJ�WR�SD\�³SHQQLHV´�
IRU�WKH�JURZLQJ�PHGLXP�DQG�WKH�PDUJLQV�ZRXOG�EH�³QHJDWLYH�DIWHU�WUDQVSRUWDWLRQ�FRVWV�´ VDLG�9HOH]�
³:H�OHDUQHG�WKDW�WKH\�ZRXOG QRW SD\�PXFK�IRU�LW�DQG�ZH�ZRXOG�EH�LQ�D�YHU\�ORZ�PDUJLQ�EXVLQHVV�´

� $XWKRU�RI�7KH�%OXH�(FRQRP\�����<HDUV²����,QQRYDWLRQV²����0LOOLRQ�-REV��D�ERRN�WKDW�DUJXHV�WKDW�VRFLHW\�ZLOO�VKLIW�IURP�VFDUFLW\�WR�
DEXQGDQFH�³ZLWK�ZKDW�ZH�KDYH´��

� KWWS���QLNKLODURUD�FRP���7('[�7DON�± $OHMDQGUR�9HOH]���1LNKLO�$URUD��7('[<6(��:DVKLQJWRQ '&��
� KWWS���HQ�ZLNLSHGLD�RUJ�ZLNL�%775B9HQWXUHV�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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9HOH]�UHIOHFWHG�RQ�WKHVH�HDUO\�GD\V�RI�WKHLU�MRXUQH\��³:H�GLGQ¶W�WKLQN�DERXW�KRZ�ZH�WDON�DERXW�LW�
WRGD\²ZH�MXVW�VDLG��µ2K��OHW¶V�H[SORUH�PXVKURRP�IDUPLQJ�¶��,W¶V�ZKDW ,�ORYH�DERXW�WKH�\RXQJ�$OH[�
DQG�1LNKLO²ZH�ZRXOG�MXVW�MXPS�KHDG�ILUVW�LQWR�DQ\�LGHD�ZH�KDG�DQG�KLW�RXU�KHDGV�VR�KDUG�WKDW�ZH¶G�
UHDOL]H�WKDW�SUREDEO\�ZRQ¶W�ZRUN�´

$W�WKDW�SRLQW��WKH\ VKLIWHG WKHLU�WKLQNLQJ� ³0D\EH�ZH�VKRXOG�FROOHFW FRIIHH�ZDVWH�WR�DFWXDOO\�JURZ
PXVKURRPV�´�VDLG�9HOH]���7KH\�ZHQW WR�&DIp�6WUDGD�DQG�D�IHZ�ORFDO�FRIIHH�VKRSV�WR�SLFN�XS�FRIIHH�
JURXQGV WR�ODXQFK�WKHLU�H[SHULPHQW���³$W�WKDW�SRLQW��RXU�EXVLQHVV�PRGHO�FKDQJHG�����GHJUHHV�´�VDLG�
9HOH]��

)XOO�7LPH�0XVKURRP�)DUPHUV

$URUD�DQG�9HOH]�EUDLQVWRUPHG DERXW�PXVKURRP�JURZLQJ��ZDWFKHG�<RX7XEH�YLGHRV��FRQVXOWHG�ZLWK�
H[SHUW�P\FRORJLVWV�VXFK�DV 3DXO�6WDPHWV��RUGHUHG�VSRUHV��DQG�XVHG�9HOH]¶V�IUDWHUQLW\�KRXVH�NLWFKHQ�WR�
UXQ�VRPH�WHVWV���7KH\�ILOOHG����SODVWLF�EXFNHWV�ZLWK�VRLO�DQG�VSRUHV DQG�OHIW�IRU�VSULQJ�EUHDN��D�IHZ�
PRQWKV�EHIRUH�JUDGXDWLRQ���$URUD�UHIOHFWHG�RQ�WKHLU�ODFN�RI�H[SHULHQFH��³:H�MXVW�UHDOL]HG�WKLV�ZDV�D�
JRRG�LGHD�ZLWK�D�ORW�RI�SRWHQWLDO���,W�ZDV D�WRWDO�E\�WKH�ERRW�VWUDS��OHDUQ�DV�\RX�JR�RSHUDWLRQ�´�

� 6DUDK�+HQU\��³(PHU\YLOOH¶V�µ0XVKURRP�*X\V¶�*URZ�7KHLU�%XVLQHVV�´�7KH�%D\�&LWL]HQ��1RYHPEHU����������

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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³:H�FDPH�EDFN�IURP�VSULQJ�EUHDN�DQG�RSHQHG�WKH�FORVHW�ZKHUH�WKHVH�EXFNHWV�ZHUH�DQG�QLQH�RI�WKH�
EXFNHWV�ZHUH�FRQWDPLQDWHG�EXW�LQ�WKLV�RQH�EXFNHW��WKHUH�ZHUH�WKHVH�EHDXWLIXO�R\VWHU�PXVKURRPV�´
UHFDOOHG�$URUD�� *LGG\�ZLWK�H[FLWHPHQW��WKH\ EURXJKW�WKHLU�EXFNHW�WR�&KH] 3DQLVVH��WKH�IDPRXV�
%HUNHOH\�UHVWDXUDQW�VWDUWHG�E\�$OLFH�:DWHUV� :DWHUV��ZKRP�WKH\�GLG�QRW�NQRZ DW�WKH�WLPH� KDSSHQHG�
WR�EH�WKHUH DQG�DVNHG�WKH�FKHI &DO�3DWHUQHOO�WR VDXWp WKHP�RQ�WKH�VSRW���³+H VDLG�WKH\�ZHUH�GHOLFLRXV�
DQG�JRRG�PXVKURRPV�´ �([KLELW����

$URUD�DQG�9HOH] WRRN�WKDW�VDPH EDWFK�RI�PXVKURRPV�WR�:KROH�)RRGV�LQ�%HUNHOH\�DQG�UDQ XS�WR�WKH�
ILUVW�SHUVRQ�WKH\�VDZ�LQ�WKH�SURGXFH�GHSDUWPHQW�WR�H[FLWHGO\�VKRZ KLP�WKH�EXFNHW���7KH�SURGXFH�
SHUVRQ VHQW�WKHP�WR�VRPHRQH�HOVH�ZKR�VHQW�WKHP�WR�VRPHRQH�HOVH��DQG�DIWHU�D�IHZ�ZHHNV��WKH�UHJLRQDO�
EX\HU�IRU�1RUWKHUQ�&DOLIRUQLD�:KROH�)RRGV �5DQG\�'XFXPPRQ��VHQW�$URUD�DQG�9HOH] DQ�HPDLO WR�
DUUDQJH�D�SKRQH�FDOO���$URUD�VDLG��³7KH�UHJLRQDO�EX\HU�WROG�XV�WKDW�LI�ZH�FRXOG�ILJXUH�RXW�D�ZD\�WR�JHW�
KLP�HQRXJK�SURGXFW��KH�FRXOG�µEORZ�WKLV�EXVLQHVV�XS�¶��:H�KDG�QR�LGHD�ZKDW�ZH�ZHUH�GRLQJ��EXW�KH�
ERXJKW�LQWR�WKH�µZK\¶�DQG�ZH�ZRXOG�ILJXUH�RXW�WKH�µZKDW¶�ODWHU�´� $URUD�H[SODLQHG��³:H�KDG
PXVKURRPV�WKDW�WDVWHG JRRG��ZH�KDG GHPDQG�IURP�:KROH�)RRGV��DOO�ZH�QHHGHG ZDV�VXSSO\�´��

7KH\ VXEVHTXHQWO\�EXLOW�D�UHODWLRQVKLS�ZLWK�3HHW¶V�&RIIHH��6KLULQ�0RD\\DG��SULRU�'LUHFWRU�RI�&RIIHH��
WR�VXSSO\�WKH�FRIIHH�ZDVWH���2Q�3HHWV��$URUD�VDLG��³:KHQ�ZH�ILUVW�DSSURDFKHG�WKHP��ZH�GLGQ¶W�NQRZ�
KRZ�WKH\�ZRXOG�UHVSRQG�WR�XV���%XW�WKH\�ZHUH�VR�KDSS\�IRU�XV�WR�WDNH�WKH�JURXQGV�RII�WKHLU�KDQGV�WKDW�
WKH\�VWDUWHG�SD\LQJ�XV�WR�GR�LW�´ ,Q�WKH�HDUO\�GD\V��$URUD�DQG�9HOH]�FROOHFWHG JURXQGV�DW����FDIpV�
HYHU\�PRUQLQJ�DW���D�P�

7KH�EXGGLQJ�HQWUHSUHQHXUV�DOVR�UHFHLYHG�D��������JUDQW�IURP�WKH�8�&��%HUNHOH\�&KDQFHOORU�IRU�VRFLDO�
LQQRYDWLRQ D�IHZ�ZHHNV�EHIRUH�JUDGXDWLRQ���7KH\�GHFLGHG�WR�IRUJR�WKHLU�LQYHVWPHQW�EDQNLQJ��9HOH]��
DQG�PDQDJHPHQW�FRQVXOWLQJ��$URUD��MRE�RIIHUV�DQG�EHFRPH�IXOO�WLPH�XUEDQ�PXVKURRP�IDUPHUV��
ODXQFKLQJ %DFN�WR�WKH�5RRWV��ZLWK�WKH�QDPH�UHSUHVHQWLQJ�VXVWDLQDELOLW\��LQQRYDWLRQ��DQG�VRFLDO�
UHVSRQVLELOLW\²D�³EHWWHU´�ZD\�RI�GRLQJ�EXVLQHVV���$QG�%DFN�WR�WKH�5RRWV�UHIHUUHG�WR�WKH�FRPSOHWHO\�
FORVHG�ORRS�V\VWHP�RI�%775¶V�EXVLQHVV� 9HOH]�VDLG��³2XU�ILUVW�HVWLPDWH�RI�WKH�8�6��JRXUPHW�
PXVKURRP�LQGXVWU\�PDUNHW�ZDV�DURXQG������PLOOLRQ��D�VPDOO�PDUNHW��EXW�ZH�DOVR�VDZ�WKDW�WKLV�ZDV�
WUHQGLQJ�XSZDUGV�EHFDXVH�SHRSOH�LQ�WKH�8�6��ZHUH�OHDUQLQJ�DERXW�WKH�KHDOWK�EHQHILWV�RI�PXVKURRPV�
DQG�SURWHLQ�DQG�YLWDPLQ�'���3OXV�WKH�$VLDQ�PDUNHW�ZDV����ELOOLRQ�VR�ZH�WKRXJKW�LW�FRXOG�FRQWLQXH�WR�
JURZ�LQ�WKH�8�6�´

7KH�HQWUHSUHQHXUV�LQYHVWHG�LQ�IDUP�SURFHVVLQJ�DQG�HTXLSPHQW�WR�EXLOG�XS�RSHUDWLRQV�IRU�VFDOLQJ�D�
EXVLQHVV�RI�PXVKURRP�SURGXFWLRQ�IURP�UHF\FOHG�FRIIHH�JURXQGV�� 2Q 2FWREHU����������%775 KDG�LWV
ILUVW�FRQVLVWHQW�FURS�DQG�VROG WKH �����SRXQGV�RI�IUHVK�JRXUPHW�R\VWHU�PXVKURRPV�WKDW�KDG�JURZQ�RXW�
RI�EDVNHWEDOO�VL]HG�SODVWLF�EDJV�WR�:KROH�)RRGV�LQ�%HUNHOH\� 7KH�EX\HU�³EDVLFDOO\�ORVW�TXLWH�D�ELW�RI�
PRQH\�SHU�RXQFH�MXVW�WR�KHOS�XV�RXW�EHFDXVH�R\VWHU�PXVKURRPV�VROG�DURXQG�����WR�����SHU�SRXQG��EXW�
WKH\�SDLG�XV�D�ZKRSSLQJ�����SHU�SRXQG�´�VDLG�9HOH]���$�PRQWK�DQG�D�KDOI�ODWHU� %775 KDG�H[SDQGHG�
WR�����SRXQGV�SHU�ZHHN�WR�DOO����ORFDO�:KROH�)RRGV�VWRUHV�DQG����RWKHU�QDWXUDO�IRRG�PDUNHWV�LQ�WKH�
DUHD�

$V�$URUD�DQG�9HOH]�FRQWLQXHG�WR�RSHUDWH�DV�XUEDQ�PXVKURRP�IDUPHUV��KRZHYHU��WKH\�TXLFNO\�UHDOL]HG�
WKH�FKDOOHQJH�RI�PDNLQJ�PRQH\�LQ�PXVKURRPV�ZLWK�D�VPDOO�DJULFXOWXUDO�RSHUDWLRQ��D�ODERU�LQWHQVLYH�
SURFHVV ZLWK�KLJK�RYHUKHDG��� 7KH\�GLG��KRZHYHU��QRWLFH�WKDW�WKH\�KDG�JHQHUDWHG�D�ORW�RI�H[FLWHPHQW�
IURP�FRQVXPHUV�ZDQWLQJ�WR�OHDUQ�PRUH�DERXW�JURZLQJ WKHLU�RZQ�PXVKURRPV�

� KWWS���QLNKLODURUD�FRP���7('[�7DON�± $OHMDQGUR�9HOH]���1LNKLO�$URUD��7('[<6(��:DVKLQJWRQ '&��
� 6DUDK�+HQU\��³(PHU\YLOOH¶V�µ0XVKURRP�*X\V¶�*URZ�7KHLU�%XVLQHVV�´�7KH�%D\�&LWL]HQ��1RYHPEHU����������

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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,QWURGXFWLRQ�RI�WKH�'�,�<� .LW

$URUD�DQG�9HOH] ZDQWHG�WR�DOORZ�FXVWRPHUV�WR�UHSOLFDWH�WKH�PXVKURRP�JURZLQJ�SURFHVV�WKHPVHOYHV�
�EHFDXVH�FXVWRPHUV�KDG�EHHQ�DVNLQJ DQG�DJULFXOWXUDO�IDUPLQJ�SUHVHQWHG�LWV�RZQ�VHW�RI�FKDOOHQJHV��
7KH�WZR�GHFLGHG�WR�GHYHORS D�JURZ�\RXU�RZQ�PXVKURRP�NLW²WKH�³%775�*RXUPHW�0XVKURRP�
*DUGHQ´�LQ�D�JUHHQ�FDUGERDUG�ER[��([KLELW����WKDW ODXQFKHG�LQ�0DUFK �����DV�D�VPDOO�WHVW�DW�:KROH�
)RRGV�IRU������� �WKH�FRVW�RI�JRRGV�IRU�WKH�NLW�HYHQWXDOO\�VHWWOHG�DW�������IRU�WKH�UHJXODU�YHUVLRQ��

7KHVH�HDUO\�NLWV�LQFOXGHG�R\VWHU�PXVKURRP�VSDZQ� PL[HG�ZLWK�QXWULHQW�ULFK�FRIIHH�JURXQG�VXEVWUDWH�
WKDW�VHUYHG�DV�WKH�JURZLQJ�VRLO���$W�WKHLU�RZQ�ZDUHKRXVH��%775�ILUVW�SUHVVHG�WKH�FRIIHH�JURXQGV�WR�JHW�
WKH�ULJKW�PRLVWXUH�OHYHO��WKHQ�GXULQJ�LQRFXODWLRQ�SODFHG�VHHGV�VSDZQ�LQWR�WKH�FRIIHH�JURXQGV���,Q�DQ�
LQFXEDWLRQ�URRP��WKH�EDJV�VDW�IRU�WKUHH�ZHHNV�ZKHUH�P\FHOLXP��YHJHWDWLYH�SDUW�RI�IXQJXV��VWDUWHG�WR�
JURZ���7KH�EDJV�ZHUH�WKHQ�SDFNDJHG�IRU�VDOH���&RQVXPHUV�SXUFKDVHG�WKH�NLWV��VSUD\HG�WKHP�ZLWK�ZDWHU�
ZLWK�SURYLGHG�VPDOO�VSUD\�ERWWOHV��DQG�ZDWFKHG�WKHP JURZ���7KH�NLWV�SURYLGHG�XS�WR�RQH�SRXQG�RI�
PXVKURRPV IURP�WKH�IURQW�RI�WKH�ER[�LQ�DV�OLWWOH�DV����GD\V� /DWHU�YHUVLRQV�SURYLGHG�RQH�SRXQG�RI�
PXVKURRPV�RU�PRUH�RYHU�PXOWLSOH�FURSV��IURQW�DQG�EDFN�RI�WKH�ER[����

$URUD�DQG�9HOH] KDG�FRPH�XS�ZLWK�WKH�PXVKURRP�NLW�LGHD�ZKLOH�GLVFXVVLQJ�WKH�PXVKURRP�JURZLQJ�
SURFHVV�ZLWK�WKHLU�:KROH�)RRGV�EX\HU�PHQWRU���9HOH]�UHFDOOHG��³:H�UHDOL]HG�WKH�SURFHVV�RI�JURZLQJ�
PXVKURRPV�XVLQJ�FRIIHH�JURXQGV�ZDV�SUHWW\�VLPSOH�DQG�WKDW¶V�ZKHQ�ZH�VWDUWHG�DVNLQJ�KRZ�ZH�FRXOG
WDNH�WKLV�PRGHO�DQG�PDNH LW�HYHQ�PRUH�ORFDO�ZKHUH�SHRSOH�FRXOG JURZ�PXVKURRPV�DW�KRPH� 7KDW¶V�
ZKHQ�ZH�VKRZHG�RXU�:KROH�)RRGV�EX\HU�RXU�SODVWLF�EDJV�ZLWK�PXVKURRPV�JURZLQJ�RXW�RI�WKHP�DQG�
VDLG��µZKDW�LI�ZH�WKURZ�D�VWLFNHU�RQ�WKHVH�EDJV�DQG�\RX�FDQ�VHOO�WKHP�LQ�\RXU�VWRUH"¶��+H�VDLG��µWKRVH�
EDJV�DUH�KLGHRXV�EXW�,�OLNH�WKH�FRQFHSW�¶´

7KH�SDLU�VWDUWHG�WKLQNLQJ�DERXW�SDFNDJH�GHVLJQ�DQG�FDPH�XS�ZLWK�DQ�DWWUDFWLYH�DQG�LQQRYDWLYH�SDFNDJH�
WKDW�ZDV�WKLQ�DQG�WDOO��UHVHPEOLQJ�D�ZLGHU�ZLQH�ERWWOH�FDUWRQ���7KLV�ILUVW�JUHHQ�ER[�DOVR�KDG�D�
PXVKURRP�VKDSHG�FXWRXW�LQ�WKH�IURQW IURP�ZKHUH WKH�PXVKURRPV�ZRXOG�JURZ���2Q�WKH�GHVLJQ�
FKDOOHQJHV RI�WKH�IRRG�PRYHPHQW��$URUD�VDLG��³7KH�JURZ�DW�KRPH�IRRG�PRYHPHQW�LV�VWLOO�NLQG�RI�
VWXFN�LQ�WKH�%HUNHOH\�KLSSLH�VWHUHRW\SH���$SSOH�EURXJKW�GHVLJQ��HDVH�RI�XVH�WR�JDGJHWV²ZH�WKRXJKW��
µKRZ�FDQ�ZH�EULQJ�GHVLJQ�DQG�HDVH�RI�XVH�WR�WKLV"¶´�

³2XU�YLVLRQ�LV�WR�PDNH�IRRG�SHUVRQDO�DJDLQ�´�VDLG�$URUD���³:H¶UH�WU\LQJ�WR�VKRZ�WKDW�DQ\RQH�FDQ�JURZ�
WKHLU�RZQ�´�� +H�DGGHG��³:H¶UH�WKH�ILUVW�WR�DGPLW�WKDW�WKLV�NLW�LV�QRW�JRLQJ�WR�VROYH�ZRUOG�KXQJHU���
:H¶UH�WU\LQJ�WR�FUHDWH�WRROV���:H�ORRN�DW�WKLV�OLNH�WKH�ILUVW�WLPH�\RX�ULGH�D�ELNH²LW¶V�DQ�H[SHULHQFH�D�
NLG�QHYHU�IRUJHWV���7KH\�FDQ�JURZ�WKLV�NLW��DQG�LW�PLJKW�LQVSLUH�WKHP�WR�WKLQN��µ,I�,�FDQ�JURZ�WKLV��
ZKHUH¶V�WKH�RWKHU�VWXII�,¶P�HDWLQJ�FRPLQJ�IURP"¶´�� 9HOH]�DGGHG�WKDW�WKH�VKLIW�WR�D�',<�NLW�³DOORZHG�
XV�WR�EHFRPH�D�WUXH�SURGXFW FRPSDQ\���%HIRUH��MXVW�JURZLQJ�IUHVK�PXVKURRPV��LW¶V�LPSRVVLEOH�WR�EXLOG�
D�EUDQG�DQG�GLIIHUHQWLDWH�´

7KH�WHVW NLWV LQ�WKH�%HUNHOH\�:KROH�)RRGV�PDUNHW�ZHUH D�³KLW�ZLWK�WKH�NLGV��IDPLOLHV��IRRGLHV��FKHIV��
DQG�SHRSOH�ZKR�ZHUH�LQWR�HQYLURQPHQWDOLVP�´�VDLG�9HOH]���³:LWKLQ�WKUHH�DQG�D�KDOI�ZHHNV��ZH�ZHQW�
IURP�RQH�VWRUH�LQWR�HYHU\�VLQJOH�1RUFDO�:KROH�)RRGV�VWRUH���:H�WKHQ�JRW�D�FDOO�IURP�5DQG\�
>'XFXPPRQ@�ZKR�DVNHG�IRU�WZR�NLWV���+H�WROG�XV�WKDW�KH�MXVW�GURSSHG�WKH�SURGXFW�RII�ZLWK�WKH�JOREDO�
SURGXFH�EX\HU�DW�:KROH�)RRGV²µOHW�PH�NQRZ�LI�\RX�JHW�D�FDOO�EDFN�¶�KH�WROG�XV���6XUH�HQRXJK��WZR�
ZHHNV�ODWHU��-RH�6DQGUR�FDOOHG�XV�DQG�VDLG�KH�JDYH�WKH�NLW�WR�KLV�NLG�DQG�KH�ORYHG�LW�DQG�KH�ZDQWHG�WR�
WDNH�XV�QDWLRQDO���:H�ZHQW�IURP�RQH�VWRUH�WR����:KROH�)RRGV�DFURVV����VWDWHV�ZLWKLQ�WKUHH�PRQWKV���

� -HQQLIHU�(ONV��³%DFN�WR�WKH�5RRWV�*URZLQJ�)RRG�(GXFDWLRQ��5HGXFLQJ�:DVWH�7KDQNV�WR�6PDUW�'HVLJQ�´�6XVWDLQDEOH�%UDQGV�,VVXH�LQ�)RFXV��
)HEUXDU\����������

�� :KLWQH\�3DVWRUHN��³%DFN�WR�WKH�5RRWV��7ZR�)XQ�*X\V�+HOS�<RX�*URZ�<RXU�2ZQ�0XVKURRPV�´�&R�H[LVW��-XQH���������
�� ,ELG�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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7KLV�LV�ZKHQ�ZH�UHDOL]HG�WKLV�LV�QRW�MXVW�DERXW�FRIIHH�RU�PXVKURRPV��EXW�DERXW�D�PRYHPHQW�RI�JURZLQJ�
\RXU�RZQ�DQG�NQRZLQJ�ZKHUH�\RXU�IRRG�FRPHV�IURP�´��

3HHW¶V�DOVR�SURYLGHG�D����FRXSRQ�IRU�D�EDJ�RI�FRIIHH�WKDW�ZDV LQVHUWHG�LQ�HYHU\�PXVKURRP�NLW� 9HOH]�
GLVFXVVHG�WKLV�SDUWQHUVKLS��³7KLV�H[HPSOLILHV�WKH�FRQVWDQW�LQWHUFKDQJH�RI�YDOXH�EHWZHHQ�SDUWQHUVKLSV���
2XU�FXVWRPHUV�ZHUH�JHWWLQJ�UHZDUGHG�IRU�PDNLQJ�DQRWKHU�EXVLQHVV�PRUH�VXVWDLQDEOH�DQG�FRXOG�JHW����
SHUFHQW�RII�D�SURGXFW�WKH\�DOUHDG\�ORYHG���$QG�WKDW�EURXJKW�XS�D�QDWXUDO�GLVFXVVLRQ�RI�XV�DVNLQJ�WKHP�
WR�SXW�WKH�PXVKURRP�NLW�LQ�3HHWV¶�VWRUHV�LQ������´�� $URUD�DGGHG��³:KHQ�\RX¶UH�LQ�VFKRRO��\RX¶UH�
WDXJKW�WKDW�\RX�KDYH�WR�FRQVWDQWO\�LQQRYDWH�WR�PD[LPL]H�\RXU�RZQ�YDOXH���%XW�ZKDW�ZH¶YH�OHDUQHG�
WKURXJK�%775�LV�WKDW�WR�JURZ�\RXU�RZQ�EXVLQHVV�\RX¶YH�JRW�WR�FRQVWDQWO\�LQQRYDWH�WR�PD[LPL]H�\RXU�
SDUWQHU¶V�YDOXH� 7KDW�WR�XV�LV�DQ�HFRQRPLF�VXVWDLQDEOH�EXVLQHVV� WKDW�LV�EXVLQHVV�����´

$URUD�UHIOHFWHG�RQ�KLV�DQG�9HOH]¶�HDUO\�SDVVLRQ DERXW�WKH�',<�PXVKURRP�NLWV��³)LUVW��WKLV�VKRZV�XV�
WKDW QR�PDWWHU�ZKDW�\RXU�H[SHUWLVH«DQ\RQH�FDQ�JURZ�ORFDO�DQG�VXVWDLQDEOH�IRRG�HDVLO\�DQG�ZH�WKLQN�
WKDW�VHQVH�RI�HPSRZHUPHQW�LV�UHDOO\�LPSRUWDQW���6HFRQG��LV�WXUQLQJ�WKLV�ZKROH�LGHD�RI�ZDVWH�XSVLGH�
GRZQ²QRWKLQJ�LV�UHDOO\�ZDVWH�DQG�KRSHIXOO\�ZH�FDQ�JHW�SHRSOH�WR�ORRN�DW�DOO�WKH�RWKHU�ZDVWH�VWUHDPV�
WKH\�HQFRXQWHU�LQ�WKHLU�OLYHV�DQG�DVNLQJ�ZKDW�HOVH�WKH\�FDQ�GR�ZLWK�WKRVH���$QG�ILQDOO\��E\�IDU�WKH�WKLQJ�
WKDW�JHWV�XV�PRVW�H[FLWHG�LV�WKH�NLGV²WKH�HQHUJ\�DQG�H[FLWHPHQW�WKH\�EULQJ�WR�XV�HYHU\�VLQJOH�GD\�
WKURXJK�SKRWRV�DQG�QRWHV��VKRZLQJ�XV�KRZ�LPSRUWDQW�LW�LV�IRU�FKLOGUHQ�DQG�WKH�\RXWK�WR�VWDUW�DVNLQJ�
WKRVH�TXHVWLRQV�RI�ZKHUH�WKHLU�IRRG�FRPHV�IURP�´��

7KH�PXVKURRP�NLW�ZDV�VR�VXFFHVVIXO LQ UHFHLYLQJ�VLJQLILFDQW�PHGLD�FRYHUDJH WKDW�%775�EHFDPH�
SURILWDEOH�LQ�LWV�ILUVW�IHZ�\HDUV RI�EXVLQHVV��ZLWK����������LQ�UHYHQXH�DQG���������LQ�SURILW�ZLWK�RQO\�D�
KDQGIXO�RI�HPSOR\HHV �\HDU�RQH�� 7KH\�JHQHUDWHG������PLOOLRQ�DQG����������LQ�SURILW�LQ�WKH�VHFRQG�
\HDU���%775�DOVR�H[SDQGHG�WR�RWKHU�UHWDLOHUV�VXFK�DV�1RUGVWURP��6DIHZD\��+61��7R\V�³5´�8V��
7KUHH6L[W\��/REODZV��DQG�HYHQWXDOO\�&RVWFR�DQG�6DP¶V�&OXE�

([SHULPHQWLQJ ZLWK�&ORVHG�/RRS 2SHUDWLRQV

$V�WKH�EXVLQHVV�JUHZ��WKH�FRPSDQ\�VWDUWHG�JHQHUDWLQJ�LWV�RZQ�ZDVWH���2QH�GD\��WKH %775�WHDP SXW�
VRPH�VHHGV�ZLWKLQ�WKH�ZDVWH�DQG�D�WRPDWR�SODQW�VWDUWHG�JURZLQJ���7KH\�WHVWHG�WKHLU�ZDVWH�DJDLQVW�
UHJXODU�SRWWLQJ�VRLO�DQG�VDZ�WKDW�WKHLU�SUHPLXP�VRLO�DPHQGPHQW�ZDV�³VR�PXFK�EHWWHU�´��$URUD�
H[SODLQHG��³2XU�ZDVWH�SURGXFW�VWDUWHG�JURZLQJ�LQ�RXU�IDFLOLW\�DQG�ZH�NQHZ�ZH�KDG�WR�GR�VRPHWKLQJ�
VR�ZKDW�GR�WZR�QDwYH�HQWUHSUHQHXUV GR"��:H�SXW�LW�RQ�&UDLJVOLVW���:LWKLQ�WZR�ZHHNV��ZH�KDG�D�WZR�
PRQWK�EDFNRUGHU�RQ�RXU�ZDVWH���:H�KDG�D�ZDVWH�VWUHDP�EXW�ZH�KDG�WKLV�FRPPXQLW\�RI�XUEDQ�JDUGHQV
DQG�VFKRRO�JDUGHQV�SLFNLQJ�XS�RXU�ZDVWH�ZKR�NQHZ�D�WRQ�DERXW�LW���7KLV�FRPPXQLW\�KHOSHG�XV�SDFNDJH�
DQG�FHUWLI\�RXU�RZQ�ZDVWH�WR�VHOO�WR�VXSSRUW�RXU�EXVLQHVV�´��

7KLV�SURFHVV�WXUQHG�LQWR�D�SDFNDJHG�%775�VRLO�DPHQGPHQW�WKDW�ZDV�VROG�LQ�HYHU\�:KROH�)RRGV�LQ�
1RUWKHUQ�&DOLIRUQLD�E\��������$URUD VDLG��³7KDW�VWRU\�VXPV�XS�RXU�ILUVW�\HDU�DQG�D�KDOI��ZKLFK�LV��
µFRXUDJH�WR�DVN�¶��:H�DVNHG�WKH�TXHVWLRQ«ZKDW�ZH�FDQ�GR�ZLWK�RXU�RZQ�ZDVWH«DQG�ZH�OHDUQHG�WKDW�
QRQH�RI�XV�KDYH�DOO�WKH�DQVZHUV�EXW�ZH�DOO�KDYH�D�WRQ�RI�TXHVWLRQV�DOO�LQ�RXU�KHDGV� $V�ORQJ�DV�ZH�NHHS�
DVNLQJ�WKHVH�TXHVWLRQV�WRJHWKHU��ZH�FDQ�PDNH�WKH�ZRUOG�D�EHWWHU�SODFH�´��

%775�DOVR�EXLOW�UHWDLO�GLVSOD\�XQLWV�IRU�LWV�PXVKURRP�NLWV�RXW�RI�ZRRGHQ�SDOOHWV�WKURZQ�DZD\�E\�
+RPH�'HSRW���9HOH]�VDLG��³+RPH�'HSRW�WKHQ�SXW�RXU�PXVKURRP�NLWV�ZLWK�WKHLU�UHF\FOHG�SDOOHWV�DV�
GLVSOD\�FDVHV�LQ�WKHLU�VWRUHV�DQG�WKH�WHDP�PHPEHUV�DUH�SXPSHG�WKDW�ZH¶UH�UHF\FOLQJ�WKHLU�ZRRGHQ�

�� KWWS���QLNKLODURUD�FRP���7('[�7DON�± $OHMDQGUR�9HOH]���1LNKLO�$URUD��7('[<6(��:DVKLQJWRQ '&��
�� 7HG;�3UHVLGLR��KWWSV���ZZZ�\RXWXEH�FRP�ZDWFK"Y QERD(�2�](���$SULO���������
�� KWWS���QLNKLODURUD�FRP���7('[�7DON�± $OHMDQGUR�9HOH]���1LNKLO�$URUD��7('[<6(��:DVKLQJWRQ '&��
�� ,ELG�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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SDOOHWV�VR�WKH\�JLYH�XV�HYHQ�PRUH�SURPLQHQW�GLVSOD\�DQG�KHOS�XV�VHOO�HYHQ�PRUH���:H¶YH�VHHQ�����WR���
WLPHV�PRUH�VHOO�WKURXJK�LQ�HYHU\�VWRUH�ZH¶YH�SXW�RXU�GLVSOD\�FDVHV�LQ�´��

$V�%775�JUHZ��WKH�FRPSDQ\�UHFHLYHG�D�VLJQLILFDQW�DPRXQW�RI�PHGLD�DQG�FRQVXPHU�LQWHUHVW�DURXQG�LWV�
PXVKURRP�NLWV���,Q�WKH�PHDQWLPH��XUEDQ�PXVKURRP�IDUPLQJ�ZDV�WDNLQJ�XS�D�ORW�RI�WKHLU�WLPH�EXW�QRW�
PDNLQJ�WKHP�WKDW�PXFK�PRQH\���

9HOH]�VDLG��³:H�KDG�LQFUHGLEOH�PHQWRUV�ZKR�DUH�VWLOO�PHQWRUV�WRGD\�WKDW�DW�WKH�WLPH��WROG�XV�WR�UDLVH����
WR����PLOOLRQ�GROODUV�DQG�EXLOG�WKH�ODUJHVW�PXVKURRP�IDUP�RXW�WKHUH���1RDK�RI�1RDK¶V�%DJHOV�VDLG�WKDW�
KH�ZRXOG�LQYHVW�LQ�RXU�FRPSDQ\�RQO\�LI�ZH�GURSSHG�RXU�PXVKURRP�NLWV�DQG�IRFXVHG�RQ�IUHVK�
PXVKURRPV�´����

'LYHVWLQJ

,Q�������%775�VKLIWHG�DZD\�IURP�IDUPLQJ�WR�NLWV���$URUD�UHIOHFWHG��³)RU�D�ZKLOH�ZH�ZHUH�GRLQJ�ERWK�
DQG�KDG�D�ZDUHKRXVH�VSOLW������«ZH�WKRXJKW�ZH�FRXOG�GR�ERWK«DW�WKH�HQG�RI�LW«DERXW�WZR�RU�WKUHH�
ZHHNV�DZD\�IURP�JRLQJ RXW�RI�EXVLQHVV��ZH�TXLFNO\�UHDOL]HG�WKDW�WKHVH�ZHUH�WZR�YHU\�GLIIHUHQW�
EXVLQHVV�PRGHOV� :H�KDG�RQH�ZKHUH�ZH�ZHUH�JURZLQJ�IUHVK�ZKROHVDOH�SURGXFH� DQG�WKH�PXVKURRP�
NLWV�ZHUH�D�FRQVXPHU�EUDQGHG�LWHP�WKDW�WRRN�D�ORW�RI�GLIIHUHQW�W\SH�RI�ZRUN���:H�HQGHG�XS�KDYLQJ�WR�
PDNH�WKDW�GHFLVLRQ�WR�SLFN�RQH�RI�WKHVH�DQG�ZH�WKRXJKW�ZH�FRXOG�EXLOG�D�QDWLRQDO�EUDQG�´

7KH�IRXQGHUV�KDG�WR�GHFLGH�EHWZHHQ�H[SDQGLQJ�WKH�XVH�RI�NLWV�LQ�LQGLYLGXDO�KRPHV�DFURVV�WKH�FRXQWU\��
YHUVXV�LQYHVWLQJ�LQ�ORFDOO\�JURZQ�IDUPLQJ�DQG�IRRG�SURGXFWLRQ�� $IWHU�UHFRJQL]LQJ�WKDW�WKH�NLWV�ZHUH�
UHDOO\�WKH�SDWK�WR�EXLOGLQJ�D�QDWLRQDO�EUDQG�%775��$URUD�VDLG� ³:H�GHFLGHG�WR�VWRS�WKH�IUHVK�
PXVKURRP�SURGXFWLRQ�ZKLFK�ZDV�RXU�EDE\���,W�ZDV�RQH�RI�WKH�WRXJKHVW�GHFLVLRQV�ZH¶YH�KDG�WR�PDNH�
7KH�µD�KD¶ PRPHQW�IRU�XV�ZDV�WKDW�LQ�D�VWDUWXS��LW¶V�DOO�DERXW�IRFXV�DQG�\RX�KDYH�WR�SLFN�RQH�WKLQJ�DQG�
MXVW�GR�WKDW�RQH�WKLQJ�EHWWHU�WKDQ�DQ\RQH�HOVH�RQ�WKH�SODQHW�DQG�SXW�DOO�\RXU�HQHUJ\�DQG�VRXO�LQWR�LW�´��

$W�WKDW�WLPH��%775�KDG�YHU\�OLWWOH�GDWD�RQ�WKH�PXVKURRP�NLWV�DQG�KRZ�WKH\�ZRXOG�VHOO DQG�NQHZ�WKH�
FKDOOHQJHV�RI�D�SURGXFW�WKDW�³QR�RQH�ZDV�ORRNLQJ�IRU�´ DFFRUGLQJ�WR�$URUD���+RZHYHU��DFFRUGLQJ�WR�
9HOH]��³,W�IHOW�ULJKW��ZH�WUXVWHG�RXU�LQWXLWLRQ��DQG�LW�ZDV�ZKDW�H[FLWHG�XV���:H�ORYHG�ZDWFKLQJ�KRZ�
KDSS\�LW�PDGH�SHRSOH�WR�JURZ�WKHLU�PXVKURRPV��ZH�ZDQWHG�WR�UHFUHDWH�WKLV�H[SHULHQFH�RYHU�DQG�RYHU�
DJDLQ�´

2Q�WKH�DGYLFH�UHFHLYHG�IURP�1RDK¶V�%DJHOV��9HOH]�VDLG��³7KDW�ZDV�D�OHVVRQ�IRU�XV²LW�WDNHV�PRUH�WKDQ�
RQH�GDWD�SRLQW�WR�PDNH�VWUDWHJLF�GHFLVLRQ�´��

3DFNDJH�'HVLJQ

$OWKRXJK�WKH�GHVLJQ�RI�WKH�PXVKURRP�NLWV�ZDV�DWWUDFWLYH�DQG�LQQRYDWLYH��%775�UDQ�LQWR�VRPH�
PHVVDJLQJ�FKDOOHQJHV�ZLWK�LWV�LQLWLDO�JUHHQ�ER[��DFFRUGLQJ�WR�$URUD��³2XU�FRPSDQ\�VWDUWHG�DV�%DFN�WR�
WKH�5RRWV�DQG�DV�%775�9HQWXUHV���:H�WKRXJKW�LW�ZDV�EULOOLDQW²EHWWHU�PXVKURRPV��EHWWHU�SURGXFWV��
EXW�ZLWKLQ�D�ZHHN��RXU�FXVWRPHUV�ZHUH�DVNLQJ�XV�ZK\�ZH�ZHUH�VHOOLQJ�µELWWHU¶�PXVKURRPV�RU�µEXWWHU¶�
PXVKURRPV���:H�VORZO\�JRW�EHWWHU�DW�GHVLJQ�DQG�WKH�FXVWRPHU�IHHGEDFN�SURFHVVHV�´�� %\�WKH�HQG�RI�
������WKH�%775�WHDP�KDG�LWHUDWHG�WKHLU�SDFNDJH�GHVLJQ�DQG�HPHUJHG�ZLWK�D�EURZQ�FDUGERDUG�YHUVLRQ�
ZLWK�QHZ�PHVVDJLQJ�ZLWKRXW�WKH�³%775´�WH[W��([KLELW������7KH�WHDP�DOVR�FKDQJHG�WKH�RSHQLQJ�VKDSH�
WR�D�PRUH�UHFWDQJXODU�RQH�VLQFH�WKH�PXVKURRP�VKDSH�ZDV�QRW�RSWLPDO�IRU�PXVKURRP�JURZWK�

�� KWWSV���ZZZ�\RXWXEH�FRP�ZDWFK"Y .�,�BJ�-Y�J�
�� KWWS���ZZZ�HQWUHSUHQHXURQILUH�FRP�SRGFDVW�QLNKLO�DURUD�LQWHUYLHZ�RI�EDFN�WR�WKH�URRWV�ZLWK�MRKQ�OHH�GXPDV�RI�HQWUHSUHQHXU�RQ�ILUH��
�� %RRWVWUDS�/LYH��3DUW����KWWSV���ZZZ�\RXWXEH�FRP�ZDWFK"Y 02V�\.�*X�(�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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$URUD�VDLG�RQ�WKLV�LWHUDWLRQ��³:H�OHDUQHG�DERXW�UHWDLO�DV�ZH�ZHQW�DORQJ���7KLV�ILUVW�ER[�DIWHU�WKH�JUHHQ�
RQH�KDG�DQ�HVVD\�RQ�HYHU\�VLGH�WKDW�ZDV�LQ�VL]H�ILYH�IRQW���:H�KDG�D�TXRWH�RQ�WKH�ER[�WKDW�VDLG��µ3RQFH�
GH�/HRQ�GLGQ¶W�GLVFRYHU�WKH�IRXQWDLQ�RI�\RXWK��EXW�ZH�WKLQN�ZH�GLG�ZLWK�R\VWHU�PXVKURRPV�¶�DQG�ZH�
VRXQGHG�VR�FRFN\�DQG�ULGLFXORXV�DQG�QRZ�NQRZ�WKDW�D�SLFWXUH�VSHDNV�D�WKRXVDQG�ZRUGV�´

7KH�NLW�ZRXOG�EH�UHGHVLJQHG�VHYHUDO�PRUH�WLPHV�E\�������([KLELW��� ERWK�LQ�WHUPV�RI�PHVVDJLQJ�DQG�
GHVLJQ LPSURYHPHQW� )RU�H[DPSOH��0DULQHOOD�(UDVR��RSHUDWLRQV�PDQDJHU��VDLG��³6RPH�RI�RXU�ER[HV�
ZHUH�VPDVKHG�EHFDXVH�WKH�KDQGOHV�ZHUH�D�SUREOHP�DQG�ZH�KDG�WR�UHSODFH�WKH�HQWLUH�FDVHV�ZLWK�VRPH�
YHQGRUV�HYHQ�WKRXJK�WKH�SURGXFW�ZDV�ILQH� 6R�ZH�FDPH�XS�ZLWK�IROGDEOH�KDQGOHV DQG�XVHG�VWURQJHU�
FDUGERDUG���7KHUH�DUH�MXVW�VRPH�WKLQJV�WKDW�\RX�KDYH�WR�OHDUQ�E\�GRLQJ���(YHQ�LI�ZH�KDG�EURXJKW�LQ�D�
SDFNDJLQJ�H[SHUW��WKH\�PD\�QRW�KDYH�ILJXUHG�LW�RXW�´

$URUD�DQG�9HOH]�UHIOHFWHG��³:H�QHJOHFWHG�WKH�SUHVHQWDWLRQ�DQG�SDFNDJLQJ�RI�RXU�SURGXFW� 2XU�ILUVW�
PXVKURRP�NLW�ZDV�D�ELJ��EXON\��EDVNHWEDOO�VL]H�EDJ�RI�IXQJXV�ZLWK�D�VWLFNHU�VODSSHG�RQ«�6LQFH�WKHQ��
ZH¶YH�LQYHVWHG�FRQVLGHUDEOH�WLPH�DQG�UHVRXUFHV�LQWR�WKH�XVHU�H[SHULHQFH��SDFNDJLQJ��DQG�GHVLJQ�DQG�
GLVWLOOHG�WKH�0XVKURRP�)DUP�LQWR�D�IXQ�DQG�DWWUDFWLYH�ER[«�,W¶V�JUHDW�WR�EH�VFUDSS\²ZRUN�RXW�RI�D�
JDUDJH��JHW�:L�)L�DW�FDIpV��HWF���EXW�ZKHQ�LW�FRPHV�WR�SURGXFW��WDNH�D�OHVVRQ�IURP�RXU�PLVWDNH�DQG�
LQYHVW�LQ�SURGXFW�GHYHORSPHQW�HDUO\�´��

7KH�QDPH�RI�WKH�PXVKURRP�NLW�FKDQJHG�WRR���7KH�SURGXFW�VWDUWHG�RXW�DV�³%775�*RXUPHW�*DUGHQ�´�
VZLWFKHG�WR�³0XVKURRP�*DUGHQ�´�WKHQ�WR�³0XVKURRP�.LW�´�DQG�ILQDOO\�WR�³2UJDQLF�0XVKURRP�)DUP�´��
(UDVR�VDLG�RQ�WKH�PRVW�UHFHQW�GHVLJQ�LWHUDWLRQ��³:H�IHOW�OLNH�LI�SHRSOH�VDZ�RXU�ER[��WKH\�PLJKW�QRW�
NQRZ�ZKDW�LW�ZDV�DQG�FRQVXPHUV RQO\�KDYH�IRXU�VHFRQGV�WR�XQGHUVWDQG�ZKDW�LW�LV� VR�ZH�WRRN�IHHGEDFN�
IURP�RXU�FXVWRPHUV�DQG�WULHG�WR�FRQYH\�WKH�PHVVDJH�RI�ZKDW�LW�ZDV���6R�LQ�RXU�ODWHVW�YHUVLRQ��ZH�KDYH�
D�SLFWXUH�RI�WKH�PXVKURRPV�JURZLQJ�RXW�RI�WKH�ER[�´

,QYHQWRU\�&KDOOHQJHV

,Q�WKH�VXPPHU�RI�������%775 ORVW����������ZRUWK�RI�LQYHQWRU\�GXH�WR�LQFRUUHFWO\�IRUHFDVWLQJ�VDOHV�
DQG�WKXV�RYHUSURGXFLQJ�WKRXVDQGV�RI�PXVKURRP�NLWV���³,W¶V�QRW�OLNH�SURGXFLQJ�VWHHO�RU�LURQ�WKDW�FDQ�VLW�
IRU�D�ZKLOH���,W¶V�D�OLYLQJ�SODQW�DQG�ZH�ORVW�WKRXVDQGV�RI�NLWV�DQG�KDG�RWKHU�LVVXHV�EHFDXVH�RI�WKDW���:H�
VWUHWFKHG�RXU�FDVK�IORZ�WR�WKH�OLPLW�EHFDXVH�\RX¶UH�VSHQGLQJ�UHDO�PRQH\�WR�PDNH�WKDW�LQYHQWRU\«ZH�
OHDUQHG�D�ORW�RI�OHVVRQV�EXW�\RX�OHDUQ�WKH�PRVW�GLYLQJ�LQWR�LW�DQG�PDNLQJ�WKH�PLVWDNHV�´�VDLG�$URUD���

7KH H[WUD�LQYHQWRU\�ZDV�ORVW�EHFDXVH WKH�ZDUHKRXVH�³ZDVQ¶W�WHPSHUDWXUH�FRQWUROOHG�IRU�SDUW�RI�WKH�
VXPPHU�´�DFFRUGLQJ�WR -DVPLQH�-DFNVRQ��%775¶V�³&RPPXQLW\�+DSS\QHVV�*XUX´��FXVWRPHU�
UHODWLRQV����6KH�DGGHG��³:H�GRQDWHG�WKH�SURGXFWV�RQ�&UDLJVOLVW�DQG�DOO�WKH�ORFDO�IDUPHUV�FDPH�DQG�WRRN�
RXU�NLWV�WR�XVH�IRU�VRLO�DPHQGPHQW�´��

7KH�OHVVRQ�WKH�%775�WHDP�OHDUQHG�IURP�WKH�IRUHFDVWLQJ�SUREOHP�ZDV�³KRZ�OHDQ�DQG�IOH[LEOH�\RX�KDYH
WR�EH�LQ�WHUPV�RI�SURGXFW�DQG�SURGXFWLRQ�SURMHFWLRQV�´�VDLG�$URUD���+H IHOW�WKDW�WKH�WHDP�GLG QRW�
HYDOXDWH�SUHYLRXV�TXDUWHUO\�JRDOV�TXLFNO\�HQRXJK��� ³7KH�WUXWK�LV�WKDW�ZH�GRQ¶W�KDYH�WKH�OX[XU\�LQ�D�
VWDUWXS�RI�KDYLQJ�DQ�DQQXDO�ILVFDO�SODQ«RQH�ELJ�QHZ�DFFRXQW�WKDW�KLWV�RU�PLVVHV�FDQ�WRWDOO\�FKDQJH�
HYHU\WKLQJ«VR�RXU�ELJJHVW�OHVVRQ�OHDUQHG�LV�WKDW�QRZ�ZH�KDYH�ZHHNO\�VDOHV�DQG�SURGXFWLRQ�PHHWLQJV�
VR�ZH�FDQ�FKHFN�RXU�SURMHFWLRQV�DQG�DVVXPSWLRQV�HYHU\�VLQJOH�ZHHN�MXVW�VR�ZH�NQRZ�ZH¶UH�RQ�WRS�RI�
LW�´��

�� KWWS���ZZZ�PDUWKDVWHZDUW�FRP���������ILYH�WKLQJV�ZH�OHDUQHG�VWDUWLQJ�EXVLQHVV�
�� KWWS���ZZZ�HQWUHSUHQHXURQILUH�FRP�SRGFDVW�QLNKLO�DURUD�LQWHUYLHZ�RI�EDFN�WR�WKH�URRWV�ZLWK�MRKQ�OHH�GXPDV�RI�HQWUHSUHQHXU�RQ�ILUH��
�� ,ELG�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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4XDOLW\�3UREOHPV

6LQFH�ODXQFKLQJ�LWV�PXVKURRP�NLWV��%775�IDFHG�VLJQLILFDQW�TXDOLW\�LVVXHV��VRPH�VLPSO\ GLGQ¶W�JURZ�RU�
JUHZ�VR�LQFRQVLVWHQWO\�WKDW�WKH�FRPSDQ\�HYHQ�KDG�D�³1DPH�WKDW�0XVKURRP´�FRQWHVW�LQ������RQ�WKHLU�
)DFHERRN�SDJH�WR�VKRZFDVH�WKH�ZLOGO\�GLIIHUHQW�PXVKURRP�VKDSHV����7KH�WHDP�H[SHULPHQWHG�ZLWK�
WKHLU�JURZLQJ�PHGLXP��XVLQJ�ULFH�KXOOV�DQG�DFWLYDWHG�FKDUFRDO��DORQJ�ZLWK�WKH�FRIIHH�ZDVWH��DV�MXVW�D�
IHZ�H[DPSOHV���-DFNVRQ�VDLG��³$OH[�DQG�1LNKLO�ZHUH�JHWWLQJ�DGYLFH�IURP�H[SHUW�PXVKURRP�IDUPHUV�
DQG�ZH�ZHUH�H[SHULPHQWLQJ�ZLWK�WKRVH�LGHDV�WR�JHW�RXU�PXVKURRP�NLWV�WR�JURZ���$W�RQH�SRLQW��P\�
DSDUWPHQW�ZDV�ILOOHG�ZLWK�PXVKURRP�NLWV�EHFDXVH�ZH�ZHUH�WU\LQJ�KDUG�WR�UHSOLFDWH�WKH�KRPH�JURZLQJ�
HQYLURQPHQW�LQ�RUGHU�WR�LPSURYH�TXDOLW\�´ 'HVSLWH�WKHLU�EHVW�HIIRUWV��WKH�PXVKURRP�NLWV�FRQWLQXHG�WR�
KDYH�TXDOLW\�SUREOHPV�

2XWVRXUFLQJ

,Q�HDUO\�������%775 SDUWQHUHG�ZLWK�D�%D\�$UHD��6HEDVWRSRO��JURZHU�FDOOHG�*RXUPHW�0XVKURRPV��,QF�
�*0,���H[SHUW�PXVKURRP�JURZHUV�ZLWK�GHFDGHV�RI�H[SHULHQFH� WR�JURZ�WKH�PXVKURRP�NLWV���6KLIWLQJ�WR�
*0,�DOVR�PHDQW�PRYLQJ�DZD\�IURP�FRIIHH�JURXQGV�DV�D�JURZLQJ�PHGLXP���*0,¶V�JURZLQJ�PHGLXP�
LQFOXGHG�YDULRXV�DJULFXOWXUDO�E\SURGXFWV�ZDVWH��VXFK�DV VDZGXVW��FRUQ�FREV� DQG FRUQ�KXVNV���%775�
VROG�LWV�RZQ�PXVKURRP�IDUP�DQG�DOO�WKH�HTXLSPHQW�DQG�PRYHG�WKH�HTXLSPHQW�XS�WR�6HEDVWRSRO� ,W�ZDV�
DW�WKDW�SRLQW��%775�VKLIWHG�IURP�D��������VTXDUH�IRRW�XUEDQ�IDUP�WR�D�������VTXDUH�IRRW�RIILFH�VSDFH���

1RW�KDYLQJ�FRIIHH�JURXQGV�LQ�WKH�JURZWK�PHGLXP�GLG�QRW�GHWHU�WKH�FXVWRPHU�HQJDJHPHQW�DQG�
VDWLVIDFWLRQ�� (YDQ�6DQWLDJR��%775¶V�³)LQDQFH�*X\´ VDLG��³&RIIHH�ZDV�QRW�D�JRRG�JURZLQJ�VRXUFH�IRU�
WKH�NLWV�DQG�KDYLQJ�D�TXDOLW\�SURGXFW�ZDV�PRUH�LPSRUWDQW�WR�XV�´��-DFNVRQ��ZKR�UHJXODUO\�VSRNH�ZLWK�
RU�HPDLOHG�����WR�����FXVWRPHUV�SHU�GD\ RQ�YDULRXV�SURGXFW�TXHVWLRQV��LVVXHV��DQG�FRPPHQWV IRU�DOO�RI�
%775¶V SURGXFWV� DGGHG��³:H�VWRSSHG�XVLQJ�FRIIHH�JURXQGV�EHFDXVH�ZH�VDZ�KRZ�ZHOO�WKH�
PXVKURRPV�WKDW�*0,�VHQW�XV�JUHZ�DQG�ZH�NQHZ�WKDW�FRXOG�UHDOO\�FKDQJH�RXU�FXVWRPHU�H[SHULHQFH�´
-DFNVRQ�DOVR�VDLG�WKH�FXVWRPHUV�GLG�QRW�KDYH�DQ\�SUREOHPV�ZLWK�%775¶V�VKLIW�DZD\�IURP�FRIIHH�
JURXQGV�EHFDXVH�³LQ�WKH�HQG��WKH\�MXVW�ZDQWHG�SURGXFWV�WKDW�ZRUNHG�´��6KH�DGGHG��³:H�ZHUH�YHU\�
XSIURQW�DQG�WUDQVSDUHQW�ZLWK�RXU�FXVWRPHUV�DQG�WROG�WKHP�H[DFWO\�ZKDW�ZH�ZHUH�GRLQJ�DQG�WKH\�ZHUH�
YHU\�VXSSRUWLYH�´��$URUD�EHOLHYHG�WKH�FRPSDQ\�KDG�WR�EH YHU\�VWURQJ�DW�FXVWRPHU�VHUYLFH�GXH�WR�³QRW�
EHLQJ�WKH�EHVW�DW�JURZLQJ�PXVKURRP�NLWV�LQLWLDOO\���-DVPLQH¶V�PDQWUD�ZDV�WR�GR�ZKDWHYHU�LW�WDNHV�WR�
PDNH�RXU�FXVWRPHUV�KDSS\�´

2Q�PHVVDJLQJ�DZD\�IURP�FRIIHH�JURXQGV��6DQWLDJR�VDLG��³1RZ�ZH�IRFXV�PRUH�RQ�WKH NQRZOHGJH�RI�
ZKDW¶V�LQ�\RXU�IRRG�YHUVXV�WKH�UHF\FOLQJ�FRPSRQHQW���:H¶UH�VWLOO�IRFXVHG�RQ�EHLQJ�D�VXVWDLQDEOH�
FRPSDQ\�DQG�EHLQJ�HQYLURQPHQWDOO\�IULHQGO\�DQG�ZKDW¶V�JRLQJ�LQ�RXU�SURGXFWV�LQ�WHUPV�RI�SDFNDJLQJ�
DQG�FRQWHQWV�WKRXJK�´ 2WKHUV OLNH $OLVVD�%RGGLH��ZKR�ZRUNHG�RQ�SURGXFW�GHYHORSPHQW�DQG�H[HFXWLYH�
FRRUGLQDWLRQ�DW�%775��VDLG��³<RX�FDQ¶W�VDFULILFH�TXDOLW\�IRU�D�VWRU\�´

9HOH]�VDLG�WKDW�RQH�WHDP�PHPEHU�WKUHDWHQHG�WR�TXLW�LI�WKH�FRPSDQ\�PRYHG�DZD\�IURP�FRIIHH���
,URQLFDOO\��WKLV�SHUVRQ�ZDV�WKH�RQO\�SHUVRQ�RQ�WKH�WHDP��H[FOXGLQJ�9HOH]¶V VWHSIDWKHU��ZKR�ZDV�VWLOO�
ZLWK�WKH�WHDP IURP�WKH�HDUO\�JURXS���³:H¶YH�WXUQHG�RYHU�RXU�WHDP�PDQ\�WLPHV�RYHU�´�VDLG�9HOH]���³,W¶V�
FUD]\� ,W¶V�KDUG�WR�UHFUXLW� :H�IRFXV�RQ�IXQ��SDVVLRQ��DQG�IDPLO\��EXW�ZH�ZRUN�RXU�DVVHV�RII���(LJKW�RI�
XV�SOD\HG�FROOHJH�VSRUWV�DQG�ZH�DUH�DOO�YHU\�GULYHQ��VHOI�GLVFLSOLQHG��DQG�YHU\�KDUG�RQ�RXUVHOYHV� ,W¶V�
QRW�DQ�HDV\�FXOWXUH�WR�FUHDWH�DQG�QRW�DQ�HDV\�RQH�IRU�SHRSOH�WR�EH�D�SDUW�RI�´

9HOH]�UHIOHFWHG�RQ�SDUWQHULQJ�ZLWK�*0,��ZKR�KDG�EHHQ�%775¶V�PHQWRUV��³:H�KDG�WR�FRQYLQFH�*0,�WR�
ZRUN�ZLWK�XV���,W�ZDV�D�OHDS�RI�IDLWK�RQ�WKHLU�SDUW���7KHVH�JX\V�KDYH�EHHQ�LQ�WKH�LQGXVWU\�IRU�GHFDGHV�
DQG�WKH\�NQHZ�ZH�VXFNHG�DW�PXVKURRP�IDUPLQJ�DQG�GLGQ¶W�MXGJH�XV�IRU�WKDW�´��7KH�WZR�FRPSDQLHV�KDG�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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DQ�H[FOXVLYH�DJUHHPHQW�ZKHUH�*0,�FRXOG�RQO\�PDNH�PXVKURRP�NLWV�IRU�%775���*0,�HYHQWXDOO\�
H[SDQGHG�GXH�WR�%775¶V�JURZWK�DQG�RSHQHG�XS�DQRWKHU�IDUP�LQ�0LFKLJDQ�LQ������

6KRUWO\�DIWHU�WKH�FRPSDQ\¶V�VKLIW�WR�*0,��%775�DOVR�VKLIWHG WKHLU�VDOHV�WHDP��DURXQG����SHRSOH�
VFDWWHUHG�DFURVV�WKH�FRXQWU\�DQG�RQH�LQ�&DQDGD��EDFN�WR�KHDGTXDUWHUV�LQ�2DNODQG��ZKLFK�PHDQW�OD\LQJ�
HPSOR\HHV�RII� %RGGLH�VDLG��³:H�ZDQWHG�D�FRUH�WHDP�WRJHWKHU�EHFDXVH�D�NH\�FRPSHWLWLYH�DGYDQWDJH�LV�
RXU�FXOWXUH�´ $URUD VDLG��³+LULQJ��JURZLQJ��DQG�PDQDJLQJ�D�QDWLRQDO�VDOHV�WHDP�ZDV�D�KXJH�OHDUQLQJ�
FXUYH�IRU�XV�´��

$IWHU�RXWVRXUFLQJ�SURGXFWLRQ�RI�WKH�PXVKURRP�NLWV�WR�*0,��%775�DOVR�IRXQG�D�ORJLVWLFV�FRPSDQ\�WR�
KDQGOH�VKLSSLQJ�RI�VRPH�RI�WKH�NLWV �DQG�ODWHU�WKH�QRQ�ZKROHVDOH�$TXD)DUPV����$V�D�UHVXOW��WKH�
FRPSDQ\�EHJDQ�WR�IRFXV�RQ�QHZ�SURGXFWV�DQG�VKLIWHG�LWV�IRFXV�WR�SURGXFW�GHVLJQ��PDUNHWLQJ��DQG�
GLVWULEXWLRQ���

(QG�RI�3DUW��

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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3$57��

'�,�<� 3URGXFW�/LQH�([SDQVLRQ

,Q�0D\�RI������ %775�ODXQFKHG�LWV $TXD)DUP�SURGXFW��D�VHOI�FOHDQLQJ�ILVK�WDQN�WKDW�DOVR�JUHZ IRRG
�KHUEV� �([KLELW������³7KH�SURGXFW�ZDV�EDVHG�RQ�D�FHQWXULHV�ROG�FORVHG�ORRS�PHWKRG��DTXDSRQLFV��RI�
JURZLQJ�IRRG�WKDW�XVHV�ILVK�ZDVWH�WR�IHUWLOL]H�SODQWV��ZKLFK�WKHQ�FOHDQ�DQG�R[\JHQDWH�WKH ZDWHU�IRU�WKH�
ILVK�´�� %775¶V VWUDWHJ\�ZDV�WR�ODXQFK�RQH�RU�WZR�³LQQRYDWLYH��LPSDFWIXO�SURGXFWV�D�\HDU�DQG�WKHQ�JR�
GHHS�ZLWK�WKHP�´�VDLG�$URUD���

$URUD�DQG�9HOH]�KDG�VWDUWHG�LQYHVWLJDWLQJ DTXDSRQLFV�LQ�WKH�VSULQJ�RI��������7KH\�KDG�YLVLWHG�VHYHUDO�
DTXDSRQLF�IDUPV�LQ�/RV�$QJHOHV DQG�RWKHU�SODFHV�DURXQG�WKH�FRXQWU\�DQG�WKRXJKW�WKH�FRQFHSW�ZDV�
³UHDOO\�FRRO�´��$URUD�VDLG��³,W¶V�WKH�VDPH�NLQG�RI�WKLQJ�DV�FRIIHH�JURXQG�ZDVWH�WR�IRRG��MXVW�LQ�WKLV�FDVH�
LW¶V�ILVK�ELR�ZDVWH�WR�IRRG�´ $V�WKH\�ZHUH�LQYHVWLJDWLQJ��WKH\�RQO\�IRXQG�ODUJH�V\VWHPV�WKDW�FRVW�
DURXQG�������VR�WKH\�HPEDUNHG�RQ�GHVLJQLQJ�D�V\VWHP�IRU�NLWFKHQ�FRXQWHUV�DQG�FODVVURRPV���³6LQFH�
WKHUH�ZDV�QRWKLQJ�RXW�WKHUH��ZH�ILJXUHG�WKLV�ZDV�D�ELJ�RSSRUWXQLW\�´ KH�VDLG���

7KH�$TXD)DUP LQFOXGHG�D�WKUHH�JDOORQ�DFU\OLF�WDQN��ILYH�SDFNV�RI�RUJDQLF�VHHGV��ILYH�JURZ�SRWV��D�
SXPS��JUDYHO�IRU�WKH�WDQN��DQG�D�FRXSRQ�IRU�D�IUHH�EHWD�ILVK�IURP�3HWFR���7KH�SURGXFW�UHWDLOHG IRU�
�������DQG�WKH�FRVW�RI�JRRGV�RQ�WKH�$TXD)DUP�ZDV�DURXQG�������7KH�$TXD)DUP��ZLWK�LWV����SDUWV��ZDV�
PRUH�FRPSOLFDWHG�WR�GHYHORS�WKDQ�WKH�PXVKURRP�NLW���&RQVXPHUV�FRXOG�EX\�WKH�SURGXFW�RQ�WKH�%775�
ZHEVLWH��DV�ZHOO�DV�DW�WKH�FRPSDQ\¶V�RWKHU�SDUWQHU�VWRUHV�VXFK�DV�:KROH�)RRGV��1RUGVWURP��DQG�RQOLQH�
UHWDLOHUV�VXFK�DV 8QFRPPRQ*RRGV�

(UDVR�VDLG�RQ�WKH�GHFLVLRQ�WR�ODXQFK�WKH�$TXD)DUP��³:H�KDG�VR�PDQ\�LGHDV�WKDW�FRXOG�SRWHQWLDOO\�
FKDQJH�ZKDW�WKH�FRPSDQ\�VWRRG�IRU���<HV��WKHUH�LV�D�UHODWLRQVKLS�EHWZHHQ�WKH�PXVKURRP�NLW�DQG�WKH�
$TXD)DUP��EXW�WKH\�DUH�UHDOO\�WZR�WRWDOO\�GLIIHUHQW�SURGXFWV� 6R�WKH�FKDOOHQJH�ZDV�WR�FUHDWH�D�SURGXFW�
WKDW�ZDV�DERXW�FRQQHFWLQJ�SHRSOH�WR�WKHLU�IRRG�DQG�ZDV�FRQVLVWHQW�ZLWK�RXU�FRPSDQ\¶V�PLVVLRQ��EXW�DW�
WKH�VDPH�WLPH�NHSW LQQRYDWLQJ�WKH�PDUNHW�´

'HVSLWH�HYHQWXDO�SDUWQHU�VXSSRUW��WKH�%775�WHDP�KDG�WR�FRQYLQFH�:KROH�)RRGV RI�WKH�YDOXH�RI�WKH�
$TXD)DUP�SURGXFW���³,W�ZDVQ¶W�HDV\�´�VDLG�9HOH]���,Q�RUGHU�WR�GHPRQVWUDWH�GHPDQG�DQG�WR�GH�ULVN�WKH�
SURMHFW��WKH�FRPSDQ\�GHYHORSHG�D�SURWRW\SH� ,Q�1RYHPEHU����� %775 ODXQFKHG�D�.LFNVWDUWHU�
FDPSDLJQ VL[�PRQWKV�EHIRUH�ODXQFK���7KH�WHDP�UDLVHG��������� IURP�WKH FDPSDLJQ ZLWK�PRUH�WKDQ�
����� EDFNHUV DQG�UHFHLYHG YDOXDEOH�IHHGEDFN�� ³$�ORW�RI�SHRSOH�WKLQN�RI�.LFNVWDUWHU�DV�MXVW�D�
ILQDQFLQJ�WKLQJ�EXW�LW�KHOSV�ZLWK�SURRI�RI�FRQFHSW YDOLGDWLRQ�´�$URUD�VDLG��� 7KH\�OHDUQHG�WKLQJV�VXFK�
DV�QHHGLQJ�PRUH�VSDFH�EHWZHHQ�WKHLU�LQLWLDO�SODQWHUV�IRU�EHWWHU�DHUDWLRQ�WR�SUHYHQW�URRW�URW�

+DOI�RI�WKH�PRQH\�UDLVHG�ZDV�XVHG�WR�SD\�IRU�WKH�FRVW�RI�JRRGV�DQG�WKH�UHVW�RI�WKH�PRQH\�ZHQW�WR�
SURGXFH�PROGV�IRU�WKH�QHZ�SURGXFW���$IWHU�WKDW��%775�REWDLQHG�DQ�DGGLWLRQDO����������LQ�ILQDQFLQJ�
IURP�)XQG�*RRG�-REV WR�IXOO\�ODXQFK�WKH�SURGXFW���)XQG�*RRG�-REV�ZDV�DQ�RUJDQL]DWLRQ�WKDW�SURYLGHG�
EOHQGHG�FDSLWDO�LQ�WKH�IRUP�RI�HTXLW\�DQG�FRQYHUWLEOH�GHEW�DQG�FRQVXOWLQJ�WR�VPDOO�EXVLQHVVHV�

%775¶V�$TXD)DUPV�ZHUH�PDGH�LQ�WKH�8QLWHG�6WDWHV�E\�GHVLJQ�H[FHSW�IRU�WZR�FRPSRQHQWV��WKH�SRWV�
DQG�WKH�SXPS�ZHUH�PDGH�LQ�&KLQD����%775�SDUWQHUHG�ZLWK�D�QXPEHU�RI�FRPSDQLHV�VXFK�DV�'D\OLJKW�

�� -HQQLIHU�(ONV��³%DFN�WR�WKH�5RRWV�*URZLQJ�)RRG�(GXFDWLRQ��5HGXFLQJ�:DVWH�7KDQNV�WR�6PDUW�'HVLJQ�´�6XVWDLQDEOH�%UDQGV�,VVXH�LQ�)RFXV��
)HEUXDU\����������

�� ,ELG�
�� ,ELG�
�� ,ELG�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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'HVLJQ�WR KHOS�ZLWK�WKH�ILVK�KDELWDW��.RUGRQ��DQ�DTXDULXP�FRPSDQ\�DQG 6HHGV�RI�&KDQJH �D�OHDGLQJ�
RUJDQLF�QRQ�*02�VHHG�SURYLGHU�LQ�&DOLIRUQLD� IRU�WKH�VHHGV� ³,¶P�DJQRVWLF�DERXW�0DGH�LQ�$PHULFD�´�
VDLG�6DQJKYL���³:H¶UH�QRW�JRLQJ�WR�VDYH�D�ORW�RQ�PDUJLQV�ZLWK�RXU�PXVKURRP�NLW�LI�ZH�PDQXIDFWXUH�
RYHUVHDV� :H�PLJKW�VDYH�D�OLWWOH�PRUH�RQ�WKH�$TXD)DUPV�LI�ZH�JR�RYHUVHDV� OLNH�WKH�FRVW�RI�JRRGV�
PLJKW�EH�����YHUVXV������EXW�WKH�VKLSSLQJ�ZRXOG�EH H[SHQVLYH�DQG�LW¶V�EXON\�´

7KH�FXVWRPHU�IHHGEDFN�WR�WKH�$TXD)DUP ZDV�LQLWLDOO\�YHU\�KDQGV�RQ� -DFNVRQ�VDLG��³:H�KDG�WR�EULQJ�
RQ�LQWHUQV�DQG�RWKHUV�WR�KHOS�ZLWK�FXVWRPHU�VHUYLFH���,�ZDV�UHDOO\�VKRFNHG�WR�VHH�KRZ�PDQ\�TXHVWLRQV�
FXVWRPHUV�KDG�UHJDUGLQJ�WKLV�SURGXFW�EHFDXVH�LQ�RXU�PLQGV��ZH�KDG�PDGH�WKH�SURGXFW�DV�VLPSOH�DV�ZH�
SRVVLEO\�FRXOG���7KHUH�ZDV�DQ�LQVDQH�DPRXQW�RI�HQJDJHPHQW�ZH�QHHGHG�WR�KDYH�ZLWK�RXU�FXVWRPHUV���
:H�ZHUH�GHDOLQJ�ZLWK�D�OLYLQJ�DQLPDO��D�ILVK� DQG�SHRSOH�ZHUH�QHUYRXV�DERXW�WKDW�DQG�KDG�D�ORW�RI�
TXHVWLRQV�´

7KH�$TXD)DUP�FHUWDLQO\�ZDV�PRUH�FKDOOHQJLQJ�WKDQ�WKH�0XVKURRP�.LW�� )RU�H[DPSOH��%775�KDG�WR�
VZLWFK�PDQXIDFWXUHUV�UHODWHG�WR�WKH�SXPSV�LQ�WKH�$TXD)DUP�ZKLOH�IXOILOOLQJ�.LFNVWDUWHU�RUGHUV�EHFDXVH�
WKH�SXPSV�KDG�VWRSSHG�ZRUNLQJ��%775�UHSODFHG�FRQVXPHUV¶ SXPSV HYHQWXDOO\����$URUD�DQG�9HOH]�
VDLG��³:H�GLGQ¶W�GR�D�JRRG�HQRXJK�MRE�RI�YHWWLQJ�WKH�DLU�SXPS�WKDW�ZDV�DW�WKH�KHDUW�RI�WKH�V\VWHP���
&DXJKW�XS�LQ�WKH�UXVK�WR�GHOLYHU��ZH�GLGQ¶W�WHVW�RXU�SURGXFW�HQRXJK��DQG�ZH�VKLSSHG�RXW�D�QRW�VR�JUHDW�
SXPS�WKDW�VWDUWHG�IDLOLQJ�TXLFNO\�´��

'HVSLWH�%775¶V�VXFFHVV��$URUD�ZDVQ¶W�ZRUULHG�DERXW�FRPSHWLWLRQ�IRU�DQ\�RI�LWV�SURGXFWV�GHVSLWH�WKH�
���FRS\FDW�PXVKURRP�NLWV�DQG�WZR�FRS\FDW�$TXD)DUPV���0RVW�RI�WKH�FRS\FDWV�ZHUH�RYHUVHDV�
FRPSDQLHV�ZLWK�RQO\�RQH�EHLQJ�LQ�WKH�8QLWHG�6WDWHV���³:H�GR�KDYH�D�SDWHQW�RQ�RXU�GHVLJQ�RI�WKH�
PXVKURRP�NLW�� 6LQFH�RXU�SURGXFW LV�WKH�ILUVW�RQH�RI�LWV�NLQG²LW�JURZV�TXLFNO\��LV�VPDOO�HQRXJK�WR EH�
SXW�RQ�WKH�NLWFKHQ�FRXQWHU²ZH¶UH�QRW�WRR�ZRUULHG�DERXW�FRS\FDWV�RU�FRPSHWLWRUV�EHFDXVH�ZH¶YH�UHDOO\�
GXJ�LQ�DQG�EXLOW�WKH�ILUVW�QLFKH�IRU�WKH�SURGXFW��:H¶UH�DOVR�VWDUWLQJ�WR�H[SDQG�RXU�SURGXFWV��VR�HYHQ�LI�
VRPHRQH�HOVH�SXWV�RXW�D�VLPLODU�SURGXFW��ZH¶OO�VWLOO�KDYH�RWKHU�RIIHULQJV�´�� 9HOH]�DJUHHG��³:H�DUH�D�
VPDOO�WHDP�DQG�ZH�GRQ¶W�ZDQW�WR�VSHQG�D�ORW�RI�PRQH\�RQ�OHJDO�IHHV�VR�ZH¶UH�QRW�WRR�ZRUULHG�ULJKW�
QRZ�EHFDXVH�WKH�FRS\FDWV�DUH�VPDOO�´

,Q�WKH�IDOO�RI�������%775�ODXQFKHG�D�SURGXFW�H[WHQVLRQ�RI�WKH�PXVKURRP�NLW��WKH�0XVKURRP�
0LQLIDUP��ZLWK�VHOHFW�UHWDLOHUV �([KLELW������7KH�0LQLIDUP�ZDV�D�VPDOOHU�PRUH�DIIRUGDEOH�YHUVLRQ�RI�
WKH�PXVKURRP�NLW�DQG�VROG�IRU�������WR���������GHSHQGLQJ�RQ�WKH�UHWDLOHU���7KH�SURGXFW�ZDV�VROG�
H[FOXVLYHO\�WKURXJK�:KROH�)RRGV��+RPH�'HSRW��DQG�7KH�)UHVK�0DUNHW��JRXUPHW�VXSHUPDUNHWV�EDVHG�
LQ�1RUWK�&DUROLQD���DQG WKH�0LQLIDUP�ZDV�QRW�DYDLODEOH�RQOLQH�

-DFNVRQ�FRPPHQWHG�RQ�WKH�0LQLIDUP��³,�WKLQN�WKH�UHJXODU�PXVKURRP�NLW�LV�UHDOO\�H[SHQVLYH�DQG�ZH¶UH�
QRW�DEOH�WR�UHDFK�DV�PDQ\�SHRSOH�DV�ZH¶G�OLNH���7KH�0LQLIDUP�LV�DW�D�ORZHU�SULFH�SRLQW�DQG�FDQ�UHDFK�D�
ORW�PRUH�SHRSOH�´

6RFLDO�,PSDFW�DQG�(GXFDWLRQ

9HOH]��DUPHG�ZLWK�KLV�PLQRU�LQ�HGXFDWLRQ DQG�KDYLQJ�VWDUWHG�WKH�6DJH�0HQWRUVKLS�3URMHFW�DW�%HUNHOH\�
GHVFULEHG�KLPVHOI�DV�KDYLQJ�DQ�³REVHVVLRQ�ZLWK�PHQWRUVKLS�´�SDUWLFXODUO\�UHODWHG�WR�WKH�LQHTXDOLW\�RI�
HWKQLF�PLQRULWLHV�LQ�$PHULFD¶V�HGXFDWLRQDO�V\VWHP �9HOH]�ZDV�IURP�&RORPELD DQG�$URUD¶V�SDUHQWV�KDG�
LPPLJUDWHG�IURP�,QGLD����³$W�RXU�FRUH��1LNKLO�DQG�,�KDYH�HGXFDWLRQ��OHDUQLQJ��DQG�\RXWKIXOQHVV�LQ�XV�´�
KH�DGGHG���³,�GRQ¶W�WKLQN�RI�XV�DV�VRFLDO�HQWUHSUHQHXUV«�,W¶V�MXVW�WKH�WKLQJV�ZH�OLNH�DQG�ZH�NHHS�GRLQJ�
PRUH�RI�LW���7KDW¶V�KRZ�ZH�UHFUXLW�WKH�WHDP�WRR²LW¶V�EDVHG�RQ�SDVVLRQ�´

�� KWWS���ZZZ�PDUWKDVWHZDUW�FRP���������ILYH�WKLQJV�ZH�OHDUQHG�VWDUWLQJ�EXVLQHVV�
�� KWWS���XVLQGLDPRQLWRU�FRP������������LQWHUYLHZ�ZLWK�EDFN�WR�WKH�URRWV�FR�IRXQGHU�QLNKLO�DURUD��

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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%HFDXVH�RI 9HOH]¶V�DQG�$URUD¶V�EDFNJURXQGV DQG�LQWHUHVWV� %775¶V PLVVLRQ�DOZD\V�LQFOXGHG�VRFLDO�
LPSDFW�DQG�HGXFDWLRQ��HYHQ�WKRXJK�LW�PD\�QRW�KDYH�EHHQ�H[SOLFLWO\�DUWLFXODWHG���³:H�KDYH�GHILQLWHO\�
JRWWHQ�EHWWHU�DW�DUWLFXODWLQJ�RXU�PLVVLRQ�EHFDXVH�ZH�KDG�WR�H[SODLQ�WR RXUVHOYHV�DQG�RXU�WHDP�ZK\�ZH�
ZHUH�JHWWLQJ�XS�HYHU\�PRUQLQJ�´�VDLG�9HOH]���³2XU�IRFXV�RQ�HGXFDWLRQ�KDV�EHHQ�WKHUH ULJKW�IURP WKH�
EHJLQQLQJ��DOWKRXJK�PRUH�LPSOLFLWO\�´

%775�DOVR�FRQVLGHUHG�WKH�VRFLDO�PLVVLRQ�DV�V\QRQ\PRXV�ZLWK�ILQDQFLDO�UHWXUQ�� 9HOH]�IHOW�WKDW�WKHUH�
ZDV�DQ�³RSSRUWXQLW\´ YHUVXV�D�WHQVLRQ EHWZHHQ�VRFLDO�DQG�ILQDQFLDO�JRDOV� ³)RU�FRPSDQLHV�WRGD\��LI�
WKH\�GRQ¶W�OHDG�ZLWK�WUDQVSDUHQF\��WKH\�ZRQ¶W�EH�DV�VXFFHVVIXO���,�GRQ¶W�VHH�IRFXVLQJ�RQ�VRFLDO�LPSDFW
DV�D�VRFLDO�JRRG��,�VHH�LW�DV�MXVW�EHLQJ�WUDQVSDUHQW�ZLWK�ZKDW�\RX�GR HYHU\�GD\���,�GRQ¶W�WKLQN�WKHUH¶V�D�
WHQVLRQ��EXW�D�KXJH�RSSRUWXQLW\��HVSHFLDOO\�IRU�VPDOO�EUDQGV���6R�ZK\�QRW�VWDUW�IURP�WKH�JURXQG�XS"´
$URUD�DGGHG��³2XU�SXUSRVH�KDV�QHYHU�EHHQ�MXVW�DERXW�VFDOLQJ�UHYHQXH��EXW�KRZ ZH�GR�LW���:H�GRQ¶W�
WKLQN�RI�RXUVHOYHV�DV�D�QRQSURILW�RU�IRU�SURILW��EXW�D�µIRU�SXUSRVH�¶�DQG�XQGHUVWDQGLQJ�ZK\�ZH�DUH�
GRLQJ�ZKDW�ZH�GRLQJ�´

)RU�H[DPSOH��%775�GRQDWHG�WKRXVDQGV�RI�NLWV�WR�HOHPHQWDU\�VFKRRO�FODVVURRPV�DURXQG�WKH�FRXQWU\�
WKURXJK�LWV�)DFHERRN�³��IRU��´�FDPSDLJQ�ODXQFKHG�LQ�������ZKHUH�IRU�HYHU\�SKRWR�RI�WKH�PXVKURRP�
NLW�WKDW�D�FKLOG SRVWHG�RQ�%775¶V�)DFHERRN�VLWH��WKH�FRPSDQ\�GRQDWHG�D�NLW�DQG�VXVWDLQDELOLW\�
FXUULFXOXP�WR�D�VFKRRO�RI�WKHLU�FKRLFH���%\�������WKH�FRPSDQ\ KDG�GRQDWHG�RYHU��������NLWV�WR VFKRROV�
DFURVV�WKH�FRXQWU\���$URUD�VDLG��³7KH�KXQGUHGV�RI�SKRWRV�WKDW�VKRZHG�XS�RQ�RXU�)DFHERRN�SDJH�ZHUH
GULYLQJ�D�WRQ�RI�WUDIILF�WR�RXU�ZHEVLWH��UHVXOWLQJ�LQ�KLJK�PDUJLQ�GLUHFW�WR�FRQVXPHU�VDOHV�WKDW�IXQGHG�
RXU�GRQDWLRQV���,W�EHFDPH�WKLV�UHDOO\�FRRO�XSZDUG�F\FOH�WKDW�WKH�PRUH�ZH�JDYH��WKH�PRUH�ZH�JRW� :H�
OHDUQHG�WKDW�VXSSRUWLQJ�\RXU�FRPPXQLW\�FDQ�DOVR�VXSSRUW�\RXU�ERWWRP�OLQH�´�� 7KH�%775�VWDII�DOVR�
FRQGXFWHG�³KDQGV�RQ�VXVWDLQDELOLW\´�ZRUNVKRSV�LQ�FODVVURRPV�DFURVV�WKH�FRXQWU\�ZKHUH�VWDII�WDXJKW�
NLGV�DERXW�JURZLQJ�WKHLU�RZQ�IRRG�DQG�VXVWDLQDELOLW\�

$OVR�LQ�������%775�KDG�D�:KROH�)RRGV�³��.LW����'ROODU�&DPSDLJQ´�ZKHUH�IRU�HYHU\�NLW�VROG�LQ�
:KROH�)RRGV�QDWLRQZLGH��WKH�FRPSDQ\�GRQDWHG����WR�WKH�:KROH�)RRGV�.LGV�)RXQGDWLRQ�WR�HQFRXUDJH�
D�KHDOWK\�DQG�DFWLYH�OLIHVW\OH�DPRQJVW�NLGV���

%775�LQFUHDVHG�DWWHQWLRQ�RQ�WKHLU�FDPSDLJQ�E\�SDUWQHULQJ�ZLWK�FRPSDQLHV�VXFK�DV 5HYROXWLRQ�
)RRGV��� ZKHUH�WKH\ GHYHORSHG�D�³*URZ�)RRG� *LYH�)RRG´�FDPSDLJQ LQ�'HFHPEHU������� %775�
OHYHUDJHG�RQ�SDFNDJH�PDUNHWLQJ�WR�HQFRXUDJH FRQVXPHUV�WR�ORJ�RQWR�5HYROXWLRQ�)RRGV¶�)DFHERRN�
SDJH�WR�FKRRVH�RQH�RI�WKUHH�QRPLQDWHG�VFKRROV�WR�UHFHLYH�D�GRQDWHG�VHUYLQJ�RI�YHJHWDEOHV���7KH�WKUHH�
VFKRROV�ZHUH�FKRVHQ�IURP�D�ODUJHU�SRRO�RI����5HYROXWLRQ�)RRGV�SDUWQHU�VFKRROV�WKDW�KDG�VXEPLWWHG�
DSSOLFDWLRQV�RQ�WKH�FRPSDQ\¶V�)DFHERRN�SDJH���$OO����VHPL�ILQDOLVWV�UHFHLYHG�D�IUHH�%775�PXVKURRP�
NLW�DQG�DQ�$TXD)DUP�VR�VWXGHQWV�FRXOG�H[SHULHQFH�JURZLQJ�WKHLU�RZQ�IRRG���

$URUD¶V�DGYLFH�WR�RWKHU�HQWUHSUHQHXUV�ZDV��³'RQ¶W�MXVW�IRFXV�RQ�SURILWV���,W¶V�LPSRUWDQW�WR�WKLQN�DERXW�
WKH�FRPPXQLW\��HQYLURQPHQW��DQG�VXVWDLQDELOLW\���&XVWRPHUV�ZLOO�VXSSRUW�FRPSDQLHV�GXULQJ�WRXJK�
WLPHV�LI�WKH\�SURGXFH�D�TXDOLW\�SURGXFW�DQG�RSHUDWH�ZLWK�LQWHJULW\��UHVSHFW��DQG�D�GHVLUH�WR�KHOS�WKH�
FRPPXQLWLHV�WKH\¶UH�LQ���3XUVXH�RSSRUWXQLWLHV�WKDW�SXOO�DW�\RXU�KHDUW���,I�\RX�EHOLHYH�LQ�\RXU�SURGXFW��
PLVVLRQ��DQG�ORQJ�WHUP�YLVLRQ��WKH�WUHPHQGRXV�DPRXQW�RI�WLPH�DQG�HQHUJ\²ZH�ZRUN����WR����KRXU�
GD\V²GRHVQ¶W�VHHP�VR�KDUG���*HW�RXW�WKHUH�HYHU\�GD\��SXW�\RXUVHOI�LQ�IURQW�RI�FXVWRPHUV�DQG�WHOO�\RXU�
VWRU\���7KH�FRPPXQLW\�VXSSRUW�DQG�IHHGEDFN�\RX�ZLOO�JHW�LQ�UHWXUQ�ZLOO�EH�LQYDOXDEOH�´��

�� KWWSV���ZZZ�\RXWXEH�FRP�ZDWFK"Y .�,�BJ�-Y�J�
�� $�IRRG�FRPSDQ\�WKDW�SURYLGHG�KHDOWK\�VFKRRO�OXQFKHV�WR�VFKRROV�
�� 6DUDK�+HQU\��³(PHU\YLOOH¶V�µ0XVKURRP�*X\V¶�*URZ�7KHLU�%XVLQHVV�´�7KH�%D\�&LWL]HQ��1RYHPEHU����������

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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'HVSLWH�WKH�FRPSDQ\¶V�IRFXV�RQ�VRFLDO�LPSDFW��6DQJKYL�VDLG�WKDW�UHYHQXH�ZDV�VWLOO�WKH�PRVW�LPSRUWDQW�
PHWULF�IRU�WKH�FRPSDQ\���³5HYHQXH�LV�D�URXJK�SUR[\�IRU�KRZ�PDQ\�SHRSOH�ZH¶UH�UHDFKLQJ���:H¶UH�QRW�
D�VRFLDOO\�UHVSRQVLEOH�EXVLQHVV���:H¶UH�D�EXVLQHVV�DQG�WKH�ZRUN�WKDW�ZH�GR�GRHV�KDYH�EHQHILWV�VXFK�DV�
LQFUHDVLQJ�DZDUHQHVV�DERXW�KHDOWK\�HDWLQJ�DQG�ZKHUH�RXU�IRRG�FRPHV�IURP���,I�ZH�IRFXV�RQ�VHOOLQJ�DV�
PXFK�DV�SRVVLEOH��ZH¶UH�JRLQJ�WR�KLW�ERWK�RI�RXU�PHWULFV���$�ORW�RI�FRPSDQLHV�KDYH�D�VRFLDO�JRRG�
PLVVLRQ�WKDW¶V�VHSDUDWH�IURP�WKHLU�EXVLQHVV��EXW�ZKHQ�WLPHV�JHW WRXJK��WKDW�JHWV�FXW���6R�LW¶V�LPSRUWDQW�
WKDW�WKH�PLVVLRQ�WKDW¶V�GRLQJ�JRRG�LV�IXOO\�LQWHJUDWHG�LQWR�WKH�EXVLQHVV�PLVVLRQ�´

/RRNLQJ�LQWR�WKH�)XWXUH

%775�EHJDQ�WR�HYDOXDWH�LWV�WUXH�SDWK�WR�H[SRQHQWLDO�JURZWK�E\�WKLQNLQJ�WKURXJK�WKHLU�NH\�VWUHQJWKV�
DQG�GLIIHUHQWLDWLQJ�IDFWRUV�� %RGGLH�H[SODLQHG��³2XU�ELJJHVW�GLIIHUHQWLDWLRQ�LV�LQ�GHVLJQ���:H¶YH�
UHDOL]HG�RYHU�WKH�\HDUV�WKDW�RXU�VWURQJ�VXLW�LV�UHDOO\�LQ�GHVLJQ��PDUNHWLQJ� DQG RXU�FRPPXQLFDWLRQ�WR�
WKH�FXVWRPHU��ZKLFK�LV�IRFXVHG�RQ�JHWWLQJ�DQ\RQH�WR�EHOLHYH�WKDW�WKH\�FDQ�JURZ�WKHLU�RZQ�IRRG�´�

6DQJKYL�IHOW�VLPLODUO\�WR�%RGGLH�RQ�%775¶V�FRPSHWLWLYH�DGYDQWDJHV��EXW�IHOW�WKDW�%775¶V�VWURQJ�VXLWV�
ZHUH�ILUVW�DQG�IRUHPRVW�$URUD�DQG�9HOH]�WKHPVHOYHV���1H[W�FDPH�GLVWULEXWLRQ�UHODWLRQVKLSV�DQG�WKH�
VWRU\���+H�VDLG��³$OH[�DQG�1LNKLO�GR�DQ�DPD]LQJ�MRE�EXLOGLQJ�UHODWLRQVKLSV�ZLWK�GLVWULEXWRUV�DQG�&(2V�
IURP�:KROH�)RRGV��1RUGVWURP��DQG�7DUJHW���7KH\�FDQ�VHOO�LFH�WR�DQ�(VNLPR���7KLV�LV�H[WUHPHO\�
YDOXDEOH�DV�DQ�DVVHW���7KH\�KDYH�D�YLVLRQ�DQG�DUH�YHU\�H[FLWHG�DERXW�LW� DQG�WKH\�DUH�LQFUHGLEO\�KDUG�
ZRUNHUV���7KH\�ZLOO�QHYHU�WDNH�µQR¶ IRU�DQ�DQVZHU�DQG�WKH\�OLVWHQ�WR�IHHGEDFN��DQG�SHRSOH�DUH�YHU\�
LPSUHVVHG�E\�WKHVH�TXDOLWLHV���:H�DUH�DOVR�UHDOO\�FUHDWLYH�LQ�WHUPV�RI�35�DQG�EXLOGLQJ�WKH�EUDQG�DQG�
VWRU\�DURXQG�WKH�SURGXFWV���:H¶UH�JRRG�DW�SURGXFW�GHVLJQ��EXW�ZH�GR�KDYH�FKDOOHQJHV�ZLWK�RXU�
SURGXFWV�VR�,�ZRXOG�SXW�WKDW�EHORZ�WKHVH�RWKHU�WKLQJV�´��

6DQWLDJR�GLVFXVVHG�WKH�ILQDQFLDO VXVWDLQDELOLW\�FKDOOHQJHV�RI�%775¶V�FXUUHQW�SURGXFW�VHW���³:H�KDYH�
KXJH�XSV�DQG�GRZQV�VR�RXU�EXVLQHVV�LVQ¶W�VXVWDLQDEOH�LQ�WHUPV�RI�FDVK�IORZ�RU�SURGXFWLRQ�´�KH�VDLG���
³:H�ZDQW�WR�ODXQFK�QHZ�SURGXFWV�WKDW�FRQVXPHUV�DOUHDG\�XVH�UHJXODUO\�DQG�DUH�IDPLOLDU�ZLWK���:H�
WKLQN�WKDW¶V�ZKHUH�WKH�JURZWK�LV�JRLQJ�WR�EH�´��$URUD�DJUHHG�DQG�VDLG��³0DQDJLQJ�LQYHQWRU\�LV�DOZD\V�
D�FKDOOHQJH�EHFDXVH�ZH¶UH�VXFK�D�VHDVRQDO�EXVLQHVV�ZKHUH�ZH�KDYH�RQH�VKRW�WR�PDNH�D�EHW�RQ�KRZ�
PXFK�ZH�QHHG�WR�SURGXFH�IRU�WKH�VHDVRQ���$QG�ZLWK�QHZ�DFFRXQWV�FRPLQJ�RQ��LW¶V�UHDOO\�KDUG�WR�
HVWLPDWH�KRZ�PXFK�SURGXFW�WR�SURGXFH�´

%RGGLH�DGGHG��³:H�MXVW�GRQ¶W�VHH�RXUVHOYHV�GRLQJ�',<�ORQJ�WHUP�EHFDXVH�WKHUH¶V�RQO\�VR�PXFK�
JURZWK�LQ�',<�ZH�FDQ�GR�DQG�WKDW¶V�QR�ORQJHU�RXU�VWURQJ�VXLW���,W�WRRN�D�ZKLOH�IRU�XV�WR�JHW�WKH�
PXVKURRP�NLW�ULJKW�DQG�WR�RXWVRXUFH�WR�*0,���',<�LV�D�UHDOO\�KDUG�VSDFH�DQG�UHTXLUHV�D�ORW RI�
LQYHVWPHQW²WRROLQJ��SURGXFW�LQYHVWPHQW��DQG�FRPPXQLFDWLRQV�´��

6DQJKYL�DJUHHG��VWDWLQJ�WKDW�WKH�FRPSDQ\¶V�ULVN�DSSHWLWH�ZDV�VWLOO�YHU\�KLJK��DV�ORQJ�DV�LW�ZDV�
³LQIRUPHG�ULVN´��³2XU�YLVLRQ�LV�YHU\�ELJ�DQG�D�ORW�RI�WKLQJV�FDQ�ILW�LQWR�LW��ZKLFK�FDQ�EH�D FKDOOHQJH���
2XU�ILUVW�WZR�SURGXFWV�GLGQ¶W�UHDOO\�KDYH�D�PDUNHW�DQG�ZH�FUHDWHG�SURGXFWV�IURP�VFUDWFK�DQG�FUHDWHG�
WKLV�PDUNHW�EDVHG�RQ�SDVVLRQ���%XW�SXUH�SDVVLRQ�FDQ�RQO\�JHW�\RX�VR�IDU���:H�KDYH�VRPH�UXQZD\�OHIW�RQ�
WKHVH�SURGXFWV��EXW�WKH\¶UH�OLPLWHG�EHFDXVH�WKH\¶UH�QLFKH�QRYHOW\�SURGXFWV���7KH�IXWXUH�LV�GHILQLWHO\�QRW�
LQ�WKHVH�SURGXFWV���7KH�IXWXUH�LV�LQ�SURGXFWV�WKDW�SHRSOH�EX\�UHJXODUO\�´

&RQWLQXLQJ�3URGXFW�/LQH�([SDQVLRQ�DQG�1HZ�0DUNHW

$V�WKH�FRPSDQ\�FRQWLQXHG�WR�JURZ��WKH�%775�WHDP�ORRNHG�IRU�QHZ�SURGXFW�RSSRUWXQLWLHV���7KH\�ZHUH�
LQVSLUHG�E\�$QQLH¶V�PRGHO�RI�SURGXFW�H[SDQVLRQ��ZKHUH WKHUH�DUH�WKUHH�NH\�GULYHUV�RI�WKH�SURGXFW�
GHYHORSPHQW�WULDQJOH�����SURGXFW�LWHUDWLRQ�DW�WKH�ERWWRP�RI�WKH�WULDQJOH²WKH�FRQVWDQW�QRQ�VH[\�
LPSURYHPHQWV�RI�WKH�SURGXFWV�EDVHG�RQ�FXVWRPHU�UHVSRQVH��DQDO\]HG�RQ�D�ZHHNO\�EDVLV������SURGXFW�
H[WHQVLRQ�RQ�DQRWKHU VLGH�RI�WKH�WULDQJOH²WKH�0XVKURRP�0LQLIDUP�NLW�ZDV�DQ�H[DPSOH�RI�WKLV�����WKH�
ELJ�LGHD��VKLIWLQJ�IURP�D�PXVKURRP�NLW�WR�DQ�$TXD)DUP��IRU�H[DPSOH���

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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%\������ %775�SODQQHG�WR�ODXQFK�D�³*DUGHQ�LQ�D�&DQ´ SURGXFW WKDW�FRXOG�JURZ�EDVLO��FLODQWUR��
RUHJDQR��RU�WK\PH���9HOH]�VDLG��³:H�KDYH�WKUHH�SLOODUV�ZLWK�WKLV�SURGXFW�H[WHQVLRQ���:H�KRSH�WR�WDNH�
RXU�OHQV�RI�SXUSRVHIXO��EHDXWLIXO��DQG�IXQFWLRQDO�GHVLJQ�DQG�DSSO\�LW�WR�WKLV�SURGXFW��IRFXV�RQ�
WUDQVSDUHQF\�DQG�VXVWDLQDELOLW\�LQ�KRZ�LW¶V�SDFNDJHG��FXUUHQW�SURGXFWV�DUH�FKHDS�ORRNLQJ���DQG�
HPSKDVL]H�IXQ�EUDQGLQJ�WKDW�LV�QRW�JRXUPHW�IRRG\�RU�FKHHV\�WKDW�\RX�PLJKW�ILQG�RQ�D�VDOH�UDFN�´��7KH�
SODQ�ZDV�WR�ODXQFK�D�IHZ�YDULHWLHV�RI�JURZ�NLWV�ZLWK�UHWDLOHUV�VXFK�DV�:KROH�)RRGV��7DUJHW��DQG�+RPH�
'HSRW�

%RGGLH�VDLG�WKDW�FXUUHQWO\ VRPH�KLJK�WHFK�JURZLQJ�SURGXFWV�H[LVWHG�OLNH &OLFN�	�*URZ�WKDW�UHWDLOHG�
DURXQG������DQG�$HUR*URZ�WKDW�FRXOG�UHWDLO�IRU�RYHU�������ZLWK�NLG�YHUVLRQV�DW������� 2WKHU�SURGXFWV�
ZHUH�³FKHDS�DQG�WDFN\´ JURZLQJ�SURGXFWV�WKDW�GLGQ¶W�KDYH�JRRG�GHVLJQ�DQG�³HVSHFLDOO\�GLG�QRW�PHHW�
WKH�QHHGV�RI�PLOOHQQLDO�VKRSSHUV�´�VDLG�%RGGLH���³:H�ZDQWHG�WR�ILQG�VRPHWKLQJ�LQ�WKH�PLGGOH�WKDW�
ZRXOG�KDYH�D�ORZHU�SULFH�SRLQW�DQG�VDWLVILHG�GHVLJQ�WDVWHV�LI�\RX�SXW�LW�LQ�WKH�NLWFKHQ�´

%775�ZDV�DOVR�ORRNLQJ�IRU�WKH�³QH[W�ELJ�LGHD�´ 7KH\�ZRUNHG�ZLWK�:KROH�)RRGV�WR�IRFXV�RQ�ZKHDW�
DQG�JUDLQV�WR�ODXQFK D�EUHDNIDVW�FHUHDO���9HOH]�VDLG� ³:KHDW�DQG�JUDLQV�DUH�JHWWLQJ�EHDWHQ�E\�WKLV
ZKROH�JOXWHQ�IUHH�%6�WKDW�LV�JRLQJ�RQ���*OXWHQ�IUHH�LV�HQWLUHO\�D�PDUNHWLQJ�VFKHPH�DQG�WKHUH�LV�D�ZDU�
DJDLQVW ZKHDW���7KHUH�LV�D�UHDOO\�JRRG�RSSRUWXQLW\�IRU�D�IHZ�EUDQGV�WR�GR�ZKHDW�ULJKW�DQG�EULQJ�SHRSOH�
EDFN�WR�KHDOWK\�JUDLQV�´� 7KH�FHUHDO�LGHD�WKXV�FDPH�RXW�RI�PXOWLSOH�LQWHUQDO�EUDLQVWRUP�VHVVLRQV��DV�
ZHOO�DV�SDUWLFLSDWLRQ�IURP�PHQWRUV�DW�$QQLH¶V�IRRG�FRPSDQ\� 3DQGRUD� :KROH�)RRGV��DQG�H[WHUQDO�
DGYLVRUV�IURP�FHUHDO�FRPSDQLHV�

7KH�%775�FHUHDO�KDV�RQO\�ILYH�LQJUHGLHQWV �GLVSOD\HG�VLPSO\�RQ�IURQW�RI�WKH�SDFNDJH�ODEHOLQJ���,I�
FRPSDUHG�WR�H[LVWLQJ�SURGXFWV²WKH�VXJDU\�FHUHDOV�DQG�WKH�RWKHU�FHUHDOV�ZLWK�WKHLU�KHDOWK\�ORRNLQJ�
SDFNDJLQJ��RI�ZKLFK�PDQ\�KDG�VLPLODU�LQJUHGLHQWV�DV�WKH�VXJDU\�FHUHDOV�²WKH�FHUHDO�RIIHUV�
³VRPHWKLQJ�WKDW�NLGV�OLNH�DQG�DGXOWV�DSSUHFLDWH�´�VDLG�%RGGLH���³,W¶V�D�EROG�PRYH��EXW�ZH�FDQ�RIIHU�
VRPHWKLQJ�WKDW�QR�RQH�HOVH�LV�GRLQJ���:H¶UH�WU\LQJ�WR�GR�VRPHWKLQJ�WKDW�LV�WKH�VLPSOHVW�DQG�PRVW�
ZKROHVRPH�ZD\�WR�PDNH�D�SDFNDJHG�IRRG�SURGXFW�ZKLOH�DGGLQJ�LQ�LQQRYDWLRQ�LQ�SDFNDJLQJ�´��,Q�WHUPV�
RI�SULFLQJ��%RGGLH�EHOLHYHG�%775�FRXOG�SULFH�WKH�SURGXFW�VLPLODUO\�WR�SULFH�SRLQWV�RI�FRPSDUDEOH�
KHDOWKLHU�FHUHDOV�

6DQJKYL�VDLG��³7KH�FRQFHSW�FDPH�IURP�WKH�LGHD�RI�FRQQHFWLQJ�SHRSOH�WR�WKHLU�IRRG�LQ�D�ZD\�WKDW�ZDV�
YHU\�VLPSOH�DQG�ZRXOG�DSSHDO�WR�PLOOHQQLDOV���:H�H[SORUHG�RWKHU�SURGXFW�LGHDV�OLNH�XQLTXH�SDFNDJLQJ�
IRU�PLQL�EDQDQDV���7KHQ�ZH�ZHQW�WR�D�FRQIHUHQFH�DQG�OHDUQHG�DERXW�JUDLQV�DQG�ZH�GLVFXVVHG�ZKHWKHU�
ZH�VKRXOG�VHOO�KHLUORRP�JUDLQV�DQG�JR�EDFN�WR�WKH�URRWV�RI�IRRG�´��7KH�IDFW�WKDW�YHU\�OLWWOH�LQQRYDWLRQ�
DQG�GHVLJQ�LPSURYHPHQWV�KDG�EHHQ�PDGH�WR�FHUHDO��LW¶V�VWLOO�D�EDJ�LQ�D�ER[��IRU�GHFDGHV��DQG�WKDW�
EX\HUV�JDYH�SRVLWLYH�IHHGEDFN��OHG�WKH�%775�WHDP�WR�XVH�FHUHDO�WR�UHLQWURGXFH�FRQVXPHU�LQWHUHVW�LQ�
JUDLQV�

%RWK�WKH�*DUGHQ�LQ�D�&DQ�DQG�WKH�FHUHDO�ZRXOG�EH�ODXQFKHG�WKURXJK�WZR�QDWLRQDO�SDUWQHUV��:KROH�
)RRGV�DQG�+RPH�'HSRW���

7KH�%LJ�%HW

%RWK�6DQJKYL�DQG�(UDVR�GLVFXVVHG�WKH�SRWHQWLDO�FKDOOHQJHV�RI�FHUHDO LQFOXGLQJ�WKH�IDFW�WKDW�PDQ\�
VXFFHVVIXO�SOD\HUV�DOUHDG\�H[LVWHG� )LQDQFLDOO\��FHUHDOV�KDYH�YHU\�ORZ�PDUJLQV��H[SHQVLYH�
DGYHUWLVLQJ�PDUNHWLQJ��DQG�DUH�WKUHDWHQHG�E\�SRWHQWLDO�UHOXFWDQFH�RI�FRQVXPHUV�WR�FKDQJH�WKHLU�
EUHDNIDVW�KDELWV���

(UDVR�VDLG��³&HUHDO�LV�D�UHDOO\�FKDOOHQJLQJ�SURGXFW�EHFDXVH�WKHUH�DUH�VR�PDQ\�FRPSHWLWRUV�WKDW�DUH�
PXFK�ELJJHU�WKDQ�XV�ZKR�KDYH�D�ORW�PRUH�PRQH\���:H�UHDOO\�KDYH�WR�HGXFDWH�SHRSOH�DERXW WKHLU�IRRG�
DQG�LW�ZLOO�FRVW D�ORW WR�GR�VR���:LWK�RXU�PXVKURRP�NLW��LW�ZDV�D�ZKROH�QHZ�SURGXFW�VR�SHRSOH�ZDQWHG�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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WR�ZULWH�DERXW�XV�VR�ZH�GLGQ¶W�VSHQG�PRQH\�RQ�PDUNHWLQJ���7KLQJV�KHUH�KDSSHQ�VR�IDVW�WKDW�ZH�GRQ¶W�
KDYH�WLPH�WR�WKLQN�DERXW�ZKHWKHU�ZH�KDYH�WKH H[SHULHQFH�LQ�FHUHDO���:H�MXVW�IRFXV�RQ�ZKDW�ZH�GR�EHVW�
YHUVXV�GRLQJ�WRR�PXFK�´

6DQJKYL�DGGHG��³7KLV�LV�RXU�ELJ�EHW�DQG�GHILQLWHO\�D�ELJ�OHDS�LQWR�WKH�XQNQRZQ�´ +H DOVR�
DFNQRZOHGJHG�WKDW�%775�KDG�OLWWOH�WR�VSHQG�RQ�SURGXFW�PDUNHWLQJ�FRPSDUHG�WR�ODUJH�IRRG�FRPSDQLHV��
EXW�KH�VDLG�%775�ZRXOG�IRFXV�RQ�WKH�VLPSOLFLW\�RI�WKH�SURGXFW ZLWK�LWV�ILYH�LQJUHGLHQWV��SDFNDJLQJ��
DQG�EUDQGLQJ���³&HUHDO�LV�DOPRVW�D�FRPPRGLW\�DQG�ZKDW�ZLOO�PDNH�D�GLIIHUHQFH�LV�WKH�EUDQG�DQG�JHWWLQJ�
WKH�ZRUG�RXW� ,I�ZH¶UH�DEOH�WR�GR�WKDW�LQ�FRQMXQFWLRQ�ZLWK�RXU�UHWDLO�SDUWQHUV�LQ�D�ZD\�WKDW�DSSHDOV�WR�
RXU�WDUJHW�DXGLHQFH��,�WKLQN�ZH¶OO�KDYH�D�SUHWW\�JRRG�VKRW�´

$W�WKH�VDPH�WLPH��6DQJKYL�IHOW�WKDW�WKH�WHDP�KDG�OHDUQHG�IURP�LWV�³PLVWDNHV�ZLWK�WKH�PXVKURRP�NLW�DQG�
WKH�$TXD)DUP�´�DQG�WKDW KH�RIWHQ�SOD\HG�D�³IRLO´�WR�WKH�IRXQGHUV���³:H�DOO�WDNH�RSSRVLQJ�VLGHV�VR�ZH�
FDQ�KDYH D�EDODQFHG�DSSURDFK���:H¶UH�DOO�DOZD\V�RSHQ�WR�IHHGEDFN��DQG�LW¶V�LPSUHVVLYH�KRZ�RSHQ�$OH[�
DQG�1LNKLO�DUH�WR�QHZ�LGHDV���:H�FRXOG�DOZD\V�GR�PRUH�WHVWLQJ��EXW�WKHUH¶V�D�EDODQFH�EHWZHHQ�JHWWLQJ�
WR�PDUNHW�DQG�WHVWLQJ�DGHTXDWHO\� $OH[�DQG�1LNKLO�DUH�UHDOO\�JRRG�DW�JHWWLQJ�RXW�RI�WKLQJV DQG�PDNLQJ�
WKLQJV�KDSSHQ��EXW�JRLQJ�IRUZDUG�DV�ZH�JHW�ELJJHU�DQG�VFDOH��ZH�ZLOO�QHHG�WR�KDYH�PRUH�SODQQLQJ�DQG�
SURFHVV²ZKHQ�\RX¶UH�GHDOLQJ�ZLWK�ODUJHU�SURGXFWLRQ�DQG�VDOHV� \RX�FDQ¶W�KDYH�RXU�ODVW�PLQXWH�
PHQWDOLW\���:H¶OO�KDYH�WR�PDWXUH�DQG�SODQ�DQG�DFFHSW�WKDW�VRPHWLPHV�WKLQJV�ZLOO�WDNH�D�OLWWOH�ORQJHU�
2XU�FRPSDQ\�KDV�D�JUHDW�FXOWXUH�LQ�WKDW�ZH�DUH�DOO�SDVVLRQDWH�DERXW�ZKDW�ZH�GR���%XW�RXU�WHDP�LV�YHU\�
\RXQJ�DQG�GRHVQ¶W�KDYH�D�ORW�RI�H[SHULHQFH�DQG�GRHVQ¶W�DOZD\V�XQGHUVWDQG�WKH�UDPLILFDWLRQV�RI�
HYHU\WKLQJ�´

$URUD�DJUHHG��³2XU�RSHUDWLRQV�DQG�VXSSO\�FKDLQ�FRXOG�GHILQLWHO\�EH�PRUH�RUJDQL]HG���:H¶UH�WU\LQJ�WR�
PRYH�VR�TXLFNO\�DOO�WKH�WLPH�WKDW�ZH�DUH�DOZD\V�PDNLQJ�FKDQJHV�DW�WKH�ODVW�PLQXWH� $V�ZH�VFDOH��LW¶V�
IRUFLQJ�XV�WR�FKDQJH�DQG�DGDSW�KRZ�ZH�ZRUN�DQG�KRZ�ZH�DOZD\V�GR WKLQJV�VR�TXLFNO\���:LWK�FHUHDO��
LW¶V�D�ORZ�SULFH�SRLQW��KLJK�YROXPH�EXVLQHVV�VR�SDFNDJLQJ�LV�D�PXFK�ELJJHU�GHDO�ZKHUH�RXU�RUGHUV�DUH�
QR�ORQJHU�������PXVKURRP�NLWV��EXW�������� SDFNDJHV�´

$URUD�DOVR�IHOW�WKDW�WKH�FRPSDQ\�FRXOG�LPSURYH�LWV�PDUNHWLQJ�IXQFWLRQ��³2Q�WKH�35�VLGH��ZH¶UH�
SURDFWLYH��EXW�ZH�KDYHQ¶W�HYHQ�VFUDWFKHG�WKH�VXUIDFH�LQ�WHUPV�RI�SDLG�DGV�RQ�*RRJOH�DQG�RQ�)DFHERRN�
RU�7ZLWWHU���2Q�)DFHERRN��LW¶V�PRVWO\�RXU�FXVWRPHUV�SRVWLQJ�VR�ZH�KDYH�D�ORW�RI�RSSRUWXQLWLHV�IRU�
LPSURYHPHQW�´ $URUD�QRWHG��KRZHYHU��WKDW�WKH�FRPSDQ\�RQO\�KDG�RQH�SHUVRQ�LQ�HDFK�IXQFWLRQ�ZKLOH�LW�
ZDV�WU\LQJ�WR�JURZ�TXLFNO\��IRUFLQJ�WKH�FRPSDQ\�WR ³SULRULWL]H�ZLWKLQ�SULRULWLHV�´

7KH�)XWXUH

1LNKLO�$URUD�DQG�$OH[�9HOH]�KLJK�ILYHG�HDFK�RWKHU�DV�WKH\�ZDONHG�RXW�RI�D�FRQIHUHQFH�URRP��,W�ZDV�
QHDULQJ�WKH�HQG�RI�������DQG�WKH\�KDG�MXVW�VHFXUHG�H[WHUQDO�ILQDQFLQJ�IURP�KLJK�SURILOH�LQYHVWRUV�VXFK�
DV�-RKQ�)RUDNHU��&(2�RI�$QQLH¶V�+RPHJURZQ� .HYLQ�&OHDU\��&(2�RI�&OLI�%DU� DQG�&KLS�&RQOH\��
IRXQGHU�RI�-RLH�GH�9LYUH�+RWHOV���2WKHU�LQYHVWRUV�LQFOXGHG�D�FR�IRXQGHU�RI�/LYLQJ6RFLDO� -HVVLFD�6WHHO��
IRUPHU�YLFH�SUHVLGHQW�DW�3DQGRUD� D�FR�IRXQGHU�RI�6ZHHW�'UHDPV��DQG�RWKHUV���7KH\�EHDPHG�DW�HDFK�
RWKHU�ZLWK�GLVEHOLHI�DW�WKH�������PLOOLRQ�RI�FRQYHUWLEOH�GHEW��WKH�URXQG�ZDV�DFWXDOO\�RYHUVXEVFULEHG�DW�
������PLOOLRQ��WKDW�WKH\�KDG�MXVW�UDLVHG�DQG�ZHUH�H[FLWHG�WKDW�DOO�RI�WKHLU�³KXVWOH�DQG�SDVVLRQ´�VLQFH�
JUDGXDWLRQ�ZDV�FRQWLQXLQJ�WR�SD\�RII�

6DQJKYL�VDLG��³7KLV�QHZ�VPDUW�PRQH\�LV�DV�IDYRUDEOH�DV�ZH�FRXOG�JHW�EHFDXVH�WKHUH¶V�QR�YDOXDWLRQ�
DSSOLHG�\HW�DQG�LW�ZRQ¶W FRQYHUW�XQWLO WKH�ILUVW�SULFHG�URXQG���,W�FRPHV�ZLWK�QR�VWULQJV�DWWDFKHG�LQ�WHUPV�
RI�WKH�GLUHFWLRQ�RI�WKH�FRPSDQ\� WKH�LQYHVWRUV�KDYH�VRPH�VNLQ�LQ�WKH�JDPH��DQG�ZH�FDQ�KDYH�KHOS�IURP�
DOO�WKHVH�JUHDW�LQYHVWRUV�ZKHQ�ZH�QHHG�LW�´��

7KH�IRXQGHUV�UHIOHFWHG�RQ�DOO�WKDW�WKH\�KDG�DFKLHYHG���%\�WKH�HQG�RI�������WKH�WHDP KDG�WUDQVIRUPHG�
WKH�FRPSDQ\�WR�RQH�WKDW�EURXJKW�VXVWDLQDEOH�JURZ�DW�KRPH�IRRG�SURGXFWV�LQWR�KRXVHKROGV�DFURVV�WKH�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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FRXQWU\���7KH\�KDG�VXFFHVVIXOO\�PDUNHWHG�DQG�VROG�',<�PXVKURRP�JURZLQJ�NLWV��DV�ZHOO�DV�DQ�
$TXD)DUP�WR�FRQVXPHUV�DW�:KROH�)RRGV��D�NH\�SDUWQHU��DQG�DW�RYHU�������UHWDLOHUV�DFURVV�WKH�FRXQWU\�
IURP�1RUGVWURP��+RPH�'HSRW��&RVWFR��DQG�6DP¶V�&OXE��WR�RQOLQH�FKDQQHOV�VXFK�DV�
8QFRPPRQ*RRGV���

)LQDQFLDOO\��WKH�VWDUWXS�SURMHFWHG����PLOOLRQ�LQ�VDOHV�IRU����������PLOOLRQ�IURP��������$TXD)DUPV�DQG�
���PLOOLRQ�IURP���������UHJXODU�DQG�PLQL�PXVKURRP�NLWV��DQG����������WR����������LQ�SURILWV�
�([KLELW�����ZLWK�PRVW�VDOHV�LQ�WKH�8�6��� $QG�WKH�FRPSDQ\�KDG JURZQ�WR����VWDII� SOXV�VHYHQ�PRUH�LQ�
WKH�ZDUHKRXVH���

'HVSLWH�WKHLU�VXFFHVVHV��$URUD�DQG�9HOH]�KDG�ELJJHU�DPELWLRQV���6DQJKYL�VDLG��³)URP�WKH�ILUVW�WLPH�,�
PHW�$OH[�DQG�1LNKLO��WKH\�VDLG�WKH\�ZDQWHG�WR�EH�D�ELOOLRQ�GROODU�FRPSDQ\���,�GRQ¶W�WKLQN�LW�ZLOO
KDSSHQ�LQ�WZR�RU�WKUHH�\HDUV��EXW�WKH\�DUH�YHU\�YHU\�DPELWLRXV�DQG�KDYH�D�YHU\�FOHDU�LGHD���7KH\�ZDQW�
WR�JURZ�WKH�FUDS�RXW�RI�LW�´��

$V�$URUD�DQG�9HOH]�ORRNHG�WR�WKH�IXWXUH��WKH\�ZHUH�ERWK�H[FLWHG�DQG�QHUYRXV�DERXW�QHZ�FKDOOHQJHV���

(QG�RI�3DUW��

�� KWWS���HQ�ZLNLSHGLD�RUJ�ZLNL�%775B9HQWXUHV�
�� $OWKRXJK�%775�VROG�PRVW�RI�LWV�SURGXFWV�LQ�WKH�8�6���WKH�WHDP�ZDV�³RSSRUWXQLVWLF´�DERXW�LQWHUQDWLRQDO�RSSRUWXQLWLHV�ZKHQ�WKH\�FDPH�XS���
7KH\�VROG�LQ�&DQDGD�WKURXJK�$PD]RQ�DQG�D�IHZ�EX\HUV�IURP�5XVVLD��$XVWUDOLD��DQG�(XURSH�KDYH�SXUFKDVHG�ODUJHU�TXDQWLWLHV�RI�SURGXFWV���%\�
������%775¶V�LQWHUQDWLRQDO�EXVLQHVV�ZDV�LQ�WKH�³VLQJOH�GLJLW�SHUFHQWDJH´�RI�WRWDO�UHYHQXH��DFFRUGLQJ�WR�6DQJKYL�DQG�ZRXOG�SRWHQWLDOO\�JURZ�LQ�
WKH�IXWXUH��EXW�GXH�WR�WD[��GXWLHV��DQG�SHULVKDELOLW\�LVVXHV��%775�ZRXOG�QHHG�WR�VHOO�KLJKHU�YROXPHV�EHIRUH�VXFK�IL[HG�FRVWV�FRXOG�EH�
DPRUWL]HG�

��0RVW�VWDII�PHPEHUV�ZHUH�UHFHQW�FROOHJH�JUDGXDWHV�DQG�LQWHUQV�ZLWK�WKH�ROGHVW�EHLQJ�6DQJKYL�ZKR�ZDV����\HDUV�ROG�DQG�2VYDOGR�&DVDORQJXH��
RSHUDWLRQV�PDQDJHU��9HOH]¶�VWHSIDWKHU�ZKR�ZDV�LQ�KLV�PLG�ILIWLHV��

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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([KLELW�� &RPSDQ\�7LPHOLQH

'DWH (YHQW
$SULO����� %775�IRXQGHG
2FWREHU����� )LUVW�FURS�RI�PXVKURRPV�VROG�WR�:KROH�)RRGV
1RYHPEHU����� )HDWXUHG�LQ�6)*DWH
0DUFK����� /DXQFKHG�³%775�*RXUPHW�*DUGHQ�0XVKURRP�.LW´�DQG�VWDUWHG�VHOOLQJ�LQ�:KROH�

)RRGV
-XO\����� 1DPHG�WRS���VRFLDO�YHQWXUH�LQ�%%&�1HZVZHHN������6RFLDO�9HQWXUHV�:RUOG�&KDOOHQJH
-XO\����� )HDWXUHG�RQ�079¶V�/DVW�&DOO�VKRZ
-XO\����� 1DPHG�$PHULFD¶V����0RVW�3URPLVLQJ�6RFLDO�(QWUHSUHQHXUV�E\�%XVLQHVV:HHN
1RYHPEHU����� %%&�IHDWXUHG�%775�IRU�WKH�VHFRQG�WLPH
-DQXDU\����� $URUD�DQG�9HOH]�VSRNH�DW�7HG;�LQ�:DVKLQJWRQ��'�&�
0DUFK����� %775�6RLO�$PHQGPHQW�IRU�VDOH�DW�:KROH�)RRGV
0DUFK����� 5HFHLYHG���������JUDQW�IURP�WKH�����������0LOOHUV&RRUV�8UEDQ�(QWUHSUHQHXUV�6HULHV�

%XVLQHVV�3ODQ�&RPSHWLWLRQ
-XO\����� &11�QDPHG�%775�³���1H[W�*HQ�(QWUHSUHQHXUV�WR�:DWFK´
$XJXVW����� $URUD�DQG�9HOH]�VSRNH DW�7HG;�3UHVLGLR
$XJXVW����� )HDWXUHG�RQ�2SUDK�5DGLR
$XJXVW����� :KLWH�+RXVH�ZURWH DERXW�%775�DV�&KDPSLRQV�RI�&KDQJH
2FWREHU����� )HDWXUHG�LQ�2SUDK¶V�2�0DJD]LQH�LQ�)DYRULWH�7KLQJV�VHFWLRQ
1RYHPEHU����� )HDWXUHG�RQ�:DOO�6WUHHW�-RXUQDO¶V�0RVW�,QQRYDWLYH�(QWUHSUHQHXU�IHDWXUH
0DUFK����� )HDWXUHG�RQ�&%6�QDWLRQDO�HYHQLQJ�QHZV
���� /DXQFKHG�)DFHERRN���IRU���&DPSDLJQ
-XQH����� �������IDQV�RQ�%775¶V�)DFHERRN SDJH
-XQH����� %HFDPH D�%�&RUSRUDWLRQ
2FWREHU����� /DXQFKHG�0XVKURRP�.LWV�DW�1RUGVWURP
2FWREHU����� )HDWXUHG�DW�WKH�:KLWH�+RXVH�DV�WRS�����HQWUHSUHQHXU��(PSDFW�$ZDUGV�
2FWREHU����� /DXQFKHG�DW�%HG�%DWK�DQG�%H\RQG
2FWREHU����� /DXQFKHG�DW�1DWXUH¶V�0DUNHWSODFH�RQ�WKH�(DVW�&RDVW
1RYHPEHU����� /DXQFKHG�.LFNVWDUWHU�FDPSDLJQ�IRU�LWV�$TXD)DUP��³+RPH�$TXDSRQLFV�*DUGHQ´�
0DUFK����� )HDWXUHG�RQ�%ORRPEHUJ�1HZV�DV�D�FRPSDQ\�IRFXVHG�RQ�³PDNLQJ�IRRG�SHUVRQDO�DJDLQ´
(DUO\����� 3DUWQHUHG�ZLWK�*RXUPHW�0XVKURRPV� ,QF��WR�SURGXFH�PXVKURRP�NLWV�DQG�VKLIWHG�

DZD\�IURP�UHF\FOHG�FRIIHH�JURXQGV
$SULO����� 0RYHG�LQWR�QHZ�RIILFH�VSDFH
0D\����� 'RQDWHG���������WR�:KROH�)RRGV�WR�WKH�:KROH�.LGV�)RXQGDWLRQ�IRU����XUEDQ�VFKRRO�

JDUGHQV��IXQGV�UDLVHG�IURP�LWV������³��.LW����'ROODU´�FDPSDLJQ�
0D\����� /DXQFKHG�DW�7R\V�³5´ 8V
-XQH����� /DXQFKHG�$TXD)DUP
-XO\����� �������IDQV�RQ�%775¶V�)DFHERRN�SDJH
)DOO����� /DXQFKHG�0XVKURRP�0LQLIDUP
2FWREHU����� )HDWXUHG�RQ�0DUWKD�6WHZDUW¶V����$PHULFDQ�0DGH�SURGXFWV�IRU�KROLGD\�VHDVRQ
)HEUXDU\����� /DXQFKHG�*URZ�)RRG�*LYH�)RRG�&DPSDLJQ�ZLWK�5HYROXWLRQ�)RRGV
$SULO����� )HDWXUHG�LQ�%HWWHU�+RPHV�DQG�*DUGHQV�,QQRYDWLRQ�,VVXH
$XJXVW����� 5DQNHG������RQ�,QF��0DJD]LQH¶V�/LVW�RI�WKH�������)DVWHVW�*URZLQJ�3ULYDWH�&RPSDQLHV�LQ�

$PHULFD�ZLWK�D�VSHFLDO�IXOO�SDJH�IHDWXUH�RI�WKH�$TXD)DUP
6XPPHU����� 5HFHLYHG�QHZ�IXQGLQJ�IURP�H[WHUQDO�LQYHVWRUV
(DUO\����� *DUGHQ�LQ�D�&DQ�DQG�&HUHDO�SURGXFW�ODXQFKHV

6RXUFH��&DVH�ZULWHU�DQDO\VLV�DQG�%775�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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([KLELW�� $URUD�DQG�9HOH]¶V�*URZLQJ�7KHLU�)LUVW�%XFNHW�RI�0XVKURRPV

6RXUFH��%775�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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([KLELW�� )LUVW�0XVKURRP�.LW�3DFNDJLQJ

6RXUFH��%775�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������

7KLV�GRFXPHQW�LV�DXWKRUL]HG�IRU�XVH�RQO\�E\�$KPDG�$OVKXTDLTL�LQ�6SULQJ������(QWUHSUHQHXUVKLS�WDXJKW�E\�'U�'RQDOG�(��+DW¿HOG��9LUJLQLD�7HFK�8QLYHUVLW\�IURP�-DQXDU\������WR�-XQH������
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([KLELW�� 1HZ�0XVKURRP�.LW�3DFNDJLQJ �9HUVLRQV���DQG���

�/HIW��YHUVLRQ���SDFNDJLQJ�ODXQFKHG�LQ������DQG�5LJKW��YHUVLRQ���SDFNDJLQJ�ODXQFKHG�LQ������

9HUVLRQ���������

6RXUFH��%775�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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([KLELW�� $TXD)DUP

6RXUFH��%775�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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([KLELW�� 0XVKURRP�0LQLIDUP

6RXUFH��%775�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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([KLELW����%775�)LQDQFLDOV

<HDU 5HYHQXH 3URILW

���� �������� �������

���� �����PLOOLRQ ��������

���� �����PLOOLRQ ���������

���� �����PLOOLRQ ��������

���� a���PLOOLRQ a�����������������

6RXUFH��%775�

)RU�WKH�H[FOXVLYH�XVH�RI�$��$OVKXTDLTL�������
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