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WĂŐĞ�ϭ ŽĨ�ϭϬ

2FWREHU ��������

7KH�,QGHSHQGHQW�6KDUL
D�$XGLWRU¶V�5HSRUW

$OO�SUDLVH�LV�GXH�WR�$OODK�DORQH��SUD\HUV�DQG�SHDFH�EH�XSRQ�WKH�ODVW�3URSKHW��KLV�5HODWLYHV��
&RPSDQLRQV�	�ZKRHYHU�IROORZV�WKHP�ULJKWHRXVO\�WR�WKH�'D\�RI�-XGJPHQW��7R�SURFHHG�

7R���6KDUHKROGHUV 	�&OLHQWV
$PHULFDQ�)LQDQFH�+RXVH��/$5,%$
������(DVW�:KLWWLHU�%RXOHYDUG� 6XLWH����
:KLWWLHU��&$������� 86$���

6KDUL
D�&RPSOLDQFH�5HSRUW

�� 2Q�0DUFK�����������ZH�DV�WKH�,QGHSHQGHQW�6KDUL¶D�$XGLWRU�LVVXHG�D�UHSRUW�ZLWK�UHJDUG�WR�
/$5,%$�5HVLGHQWLDO�+RPH�)LQDQFLQJ��'HFOLQLQJ�3DUWLFLSDWLRQ�LQ�WKH�8VXIUXFW��'38��´
7KH� UHSRUW� VWDWHG� WKDW� WKH� GHVLJQ� RI� SURGXFW¶V� SURFHGXUHV� DQG� GRFXPHQWDWLRQV LV� LQ�
FRPSOLDQFH�ZLWK�6KDUL
D� UXOHV� LQ�DFFRUGDQFH�ZLWK�6KDUL
D� VWDQGDUGV�IRU� ,VODPLF� ILQDQFLDO�
,QVWLWXWLRQV�WKDW�DUH LVVXHG�E\�6KDUL
D�%RDUG�RI�WKH�$FFRXQWLQJ�DQG�$XGLWLQJ�2UJDQL]DWLRQ�
IRU�,VODPLF�)LQDQFLDO�,QVWLWXWLRQV��$$2,),� DQG WKH UHODWHG GHFLVLRQV�RI�,VODPLF�DFDGHPLHV
DQG�MXULVSUXGHQFH�VHPLQDUV���

�� :H�KDYH�DXGLWHG�WKH�FRQWUDFWV�DQG�WUDQVDFWLRQV�H[HFXWHG�E\�/$5,%$�LQ�������������:H�
KDYH�WDNHQ�ZKDW�LV�QHFHVVDU\�WR�DVVXUH�XSGDWLQJ�WKH LPSOHPHQWDWLRQ�SUDFWLFHV�RI�WKH�SURGXFW�
DQG�LWV�SROLFLHV�DQG�SURFHGXUHV�LQ�FRPSOLDQFH�ZLWK�6KDUL¶D���

�� )RU�WKH�SXUSRVH�RI�WKLV�UHSRUW��ZH�KDYH�DXGLWHG�WKH�FRQWUDFWV�DQG WUDQVDFWLRQV H[HFXWHG�E\�
/$5,%$ �7KH�&RPSDQ\��GXULQJ�WKH�WKLUG TXDUWHU RI����� WR�H[SUHVV�DQ�RSLQLRQ�DERXW�WKH�
H[WHQW�RI�WKH�FRPSDQ\ FRPSOLDQFH�ZLWK�WKH�UXOHV�RI�6KDUL¶D�DV�SHU�WKH�6KDUL¶D�6WDQGDUGV�
LVVXHG� E\� WKH $FFRXQWLQJ� DQG�$XGLWLQJ 2UJDQL]DWLRQ� IRU ,VODPLF� )LQDQFLDO� ,QVWLWXWLRQV�
�$$2,),�� DQG�GHFLVLRQV�RI�GRFWULQDO� DVVRFLDWLRQV�DFFHSWHG�E\� XV DV�SHU�SURFHGXUHV� DQG�
GRFXPHQWV DJUHHG�XSRQ LQ�WKH�SUHYLRXV�UHSRUW�

3URGXFW¶V�VWUXFWXUH�	 SURFHGXUHV

�� /$5,%$ 5HVLGHQWLDO�3URSHUW\ )LQDQFLQJ�0RGHO��'HFOLQLQJ�3DUWLFLSDWLRQ�LQ�WKH�8VXIUXFW�
�'38�´�LV�D�ILQDQFLQJ�PRGHO�EDVHG�RQ�WKH�ILQDQFLHU�SXUFKDVH�RI WKH�SURSHUW\�MRLQWO\�ZLWK�
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WKH� FOLHQW EHIRUH� VHOOLQJ� WKH� ILQDQFLHU¶V� VKDUH� ZLWK� WKH� H[FHSWLRQ� RI� WKH� XVXIUXFW� IRU� D�
VSHFLILF�SHULRG��%DL¶X�$O�$LQ�P¶D�,VWLVQD¶H�$O�0DQID¶D�� 7KHUHDIWHU��WKH�ILQDQFLHU¶V�VKDUH�
LQ�WKH�XVXIUXFW�LV UHQWLQJ�RXW�WR WKH�FOLHQW�WKURXJKRXW WKH�ILQDQFLQJ�SHULRG�DV�GHVFULEHG�RQ�
WKH�IROORZLQJ�VWHSV�
D� 7KH�FOLHQW�DSSOLHV�IRU�UHVLGHQWLDO�SURSHUW\ ILQDQFLQJ�
E� /$5,%$�REWDLQV�WKH�DSSURYDO�RI�DQ�*6(��)DQQLH�0DH�RU )UHGGLH�0DF��WR�SDUWLFLSDWH�

LQ�WKH�WUDQVDFWLRQ�DV DQ�DJHQW��D�:DNHHO� RI�WKH�*6(���
F� /$5,%$ SUHVHQWV�WKH�FOLHQW D SUHTXDOLILFDWLRQ�OHWWHU��ZKLFK�LV�D�OHWWHU�WR�SURYH�WKDW�WKH�

FOLHQW�LV�FDSDEOH�DQG�TXDOLILHG�WR�JHW�WKH�ILQDQFLQJ�
G� /$5,%$�SURYLGHV WKH�FOLHQW�ZLWK�DQ�³5)�3UHOLPLQDU\�7HUP�6KHHW´�WR�LQIRUP WKH�FOLHQW

DQG�GHVFULEH� WKH� ILQDQFLQJ�SURFHGXUHV� 7KLV�SUHOLPLQDU\� WHUP� VKHHW�KDV�QR OHJDO� RU�
6KDUL
D�HIIHFW�

H� %RWK�SDUWLHV� /$5,%$�	 WKH�FOLHQW��VLJQ D SUR[\�DJUHHPHQW��:DNDOD�$JUHHPHQW���
I� 7KH� FOLHQW� �:DNHHO 	 3DUWQHU� VLQJV� WKH�³3XUFKDVLQJ�$JUHHPHQW´� ZLWK� WKH� RULJLQDO�

RZQHU�DV�D�SULQFLSDO�DQG�RQ�EHKDOI�RI�/$5,%$�LQ�LWV�VKDUH�
J� /$5,%$� HYDOXDWHV� WKH� SUXGHQFH� RI� EX\LQJ� D� KRXVH� EDVHG� RQ� WKH� UDWH� RI� UHWXUQ� RQ�

LQYHVWPHQW� UHDOL]HG� LI� WKH�SURSHUW\� ZHUH� WR� EH� OHDVHG� LQ� WKH� RSHQ�PDUNHW��/$5,%$�
ILQDQFH�RIILFHU�DQG�WKH�FXVWRPHU�UHVHDUFK�WKH�PDUNHW�UHQW�RI�D�VLPLODU�SURSHUW\�LQ�WKH�
VDPH�QHLJKERUKRRG��(DFK�RI�WKH�ILQDQFH�RIILFHU�DQG�WKH�FXVWRPHU�FRPH�XS�ZLWK�WKUHH
PDUNHW�HVWLPDWHV�RI�WKH�UHQW��/$5,%$�ILQDQFH�RIILFHU�DQG�FXVWRPHU�DJUHH�RQ�D�IDLU�UHQW�
WR�EH�WKH�DYHUDJH�RI�WKH�VL[�UHQW�HVWLPDWHV���
/$5,%$� WKHQ� DSSOLHV� LWV� XQLTXH� DQG� SDWHQWHG� FRPSXWHU� DOJRULWKP� WR� HYDOXDWH� WKH�
HFRQRPLF�UDWH�RI�UHWXUQ�RQ�LQYHVWPHQW�E\�XVLQJ�LWV�SURSULHWDU\�FRPSXWHU�PRGHO�EDVHG�
RQ�WKH�/$5,%$�5)�)LQDQFH�PRGHO�FDOOHG�³,6/$0$%$'´�� ,Q� WKH�FRPSXWHU�PRGHO�
/$5,%$�LQSXWV�WKH�LQYHVWHG�DPRXQW��WKH�QXPEHU�RI�\HDUV�RI�ILQDQFLQJ�DQG�WKH�DYHUDJH�
UHQWDO�YDOXH�EDVHG�RQ�WKH�OLYH�PDUNHW��7KH�XQNQRZQ�LV�WKH�5DWH�RI�5HWXUQ�RQ�LQYHVWPHQW��
7KLV�LV�LQ�FRQWUDVW�WR�ZKDW�RWKHU�EDQNV�GR�DV�VKRZQ�EHORZ�

3OHDVH�QRWH�WKDW�/$5,%$�GRHV�QRW�VWDUW�ZLWK�DQ�LQWHUHVW�UDWH��LQWHUHVW�LV�WKH�UDWH�RI�UHQWDO�
RI�PRQH\�ZKLFK�LV�5LED��EXW�UHOLHV�RQ�DFWXDO�UHQWDO�YDOXH�RI�D�VLPLODU�SURSHUW\�LQ�WKH�
VDPH�QHLJKERUKRRG�DV�GHVFULEHG�HDUOLHU��
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,� ,I� WKH� UDWH� RI� UHWXUQ� LV� KLJKHU� RU� HTXDO� WR� WKH� FKDUJHG� E\� WKH� FRPSHWLWLRQ�
/$5,%$� LVVXHV� D� ³&RPPLWPHQW� /HWWHU´�� ,I� LW� LV� KLJKHU�� WKHQ� /$5,%$�
YROXQWDULO\�UHGXFHV�WKH�DJUHHG�XSRQ�PDUNHW�UHQW�VXFK�WKDW�WKH�PRQWKO\�SD\PHQW�
LV�FRPSHWLWLYH�ZLWK�UDWHV�RIIHUHG�E\�RWKHU�EDQNV�DQG�ILQDQFH�LQVWLWXWLRQV���

,,� ,I�WKH�UDWH�RI�UHWXUQ�LV�YHU\�ORZ�LQGLFDWLQJ�WKDW�LW�LV�LPSUXGHQW�WR�LQYHVW�LQ�WKLV�
SURSHUW\��/$5,%$�GHFOLQHV�ILQDQFLQJ�DQG�DGYLVHV�FXVWRPHU�WKDW�WKH�SURSHUW\�LV�
RYHUSULFHG� HYHQ� WKRXJK� WKH� DSSUDLVHG� YDOXH�PD\� LQGLFDWH� RWKHUZLVH�� 7KLV� LV�
ZKDW�VDYHG�PDQ\�RI�/$5,%$�FXVWRPHUV�IURP�SDUWLFLSDWLQJ�LQ�WKH�86�HFRQRPLF�
SULFH�EXEEOH�RI�����

K� %RWK� SDUWLHV� VLJQ� GLVFORVXUH� GRFXPHQWV WKDW PHHW� )HGHUDO� DQG� 6KDUL¶D OHJDO�
UHTXLUHPHQWV�

L� %RWK�SDUWLHV�VLJQ�³5)�)LQDO�7HUP�6KHHW´�LQ ZKLFK�/$5,%$ VHOO�LWV�VKDUH�RI�WKH SURSHUW\�
WR�WKH�FOLHQW�ZLWKRXW�WKH�XVXIUXFW IRU� WKH�ILQDQFLQJ�SHULRG�� 7KH�H[FOXGHG�XVXIUXFW� LV�
UHQWHG�WKURXJKRXW WKH�ILQDQFLQJ�SHULRG�

M� 3URSHUW\�WLWOH�LV�WR�EH�UHJLVWHUHG LQ WKH�QDPH�RI WKH FOLHQW�
N� $�PRUWJDJH�OLHQ�LV�SHUIHFWHG�LQ�WKH�QDPH�RI�/$5,%$��WKH�FOLHQW�VLJQV�D GHHG�RI�WUXVW�

ZKLFK�LV�D�FRQYHQWLRQDO GRFXPHQW ZKHUH�VRPH�WHUPLQRORJLHV�VXFK�DV�ORDQ� LQWHUHVW�DQG�
ODWH�SD\PHQW� IHHV�DUH�VKRZQ�LQ�WKLV�GRFXPHQW�WR�SURWHFW�ERWK�SDUWLHV¶ LQWHUHVW�DV�SHU�
OHJDO�UHTXLUHPHQWV�

O� 3URSHUW\�LV�WR�EH�KDQGHG�RYHU�WR WKH FOLHQW�
P� :KHQ�WKH�SHULRG�RI�ILQDQFLQJ�HQGV��RU�WKH�FOLHQW�SUH�SD\V�WKH�HQWLUH�SULQFLSDO�DPRXQW��

WKH� H[FHSWLRQ�RI� WKH� XVXIUXFW� �+DTXO�0DQIDD� HQGV� DQG� WKH�FOLHQW� EHFRPHV� WKH� VROH�
RZQHU RI�WKH�XVXIUXFW��DQG�WKH�WUDQVDFWLRQ�ZRXOG�EH�FORVHG�

3URGXFW¶V�GRFXPHQWV

�� 7KH�3URGXFW¶V�GRFXPHQW�FRQWDLQV�WZR�W\SHV�RI�GRFXPHQWV�
D� 6KDUL¶D�GRFXPHQWV�
E� &RQYHQWLRQDO�GRFXPHQWV��'LVFORVXUHV�DQG�'HHG�RI�7UXVW�RU�0RUWJDJH�ZKLFK�FRQVWLWXWHV�

HYLGHQFH� RI� ³/LHQ´� WKHVH� GRFXPHQWV� FRQILUP� WKH� OLDELOLW\� LQLWLDWHG� E\� WKH 6KDUL¶D�
FRPSOLDQW�GRFXPHQWV�

3URGXFW¶V�6KDUL¶D�)RXQGDWLRQ

�� ³'HFOLQLQJ�3DUWLFLSDWLRQ� LQ�8VXIUXFW´� LV�D� ILQDQFLQJ� WRRO�ZKLFK� LV�VWUXFWXUHG�EDVHG�RQ�D�
ZHOO�NQRZQ�OHJLVODWLYH�FDVH�WKDW�LV�VHOOLQJ�WKH�WLWOH��$O�5DTDEDK��DQG�NHHSLQJ�WKH�XVXIUXFW�
�$O�0DQIDD����7KLV�PRGHO�GLIIHUV IURP�WKH�ZHOO�NQRZQ�IROORZLQJ�PRGHOV��0XUDEDKD�ZLWK�
D�SURPLVH�WR�EX\��OHDVH�SXUFKDVH��UHQW�WR�RZQ���DQG�GLPLQLVKLQJ�0XVKDUDND���7KH�6KDUL¶D�
UXOLQJV�RI�WKHVH�SURGXFWV�DUH�GHVFULEH�EHORZ�

$O�.DIL�IL�$O�)LTK�� ,EQ�4XGDPDK�DO�0DTGLVVL ± �6DOH�&KDSWHU�± H[HPSWLRQ VHFWLRQ��
�� ,EQ� 4XGDPDK� 0DTGLVL� PHQWLRQHG� LQ� KLV� ERRN� $O�.DIL�� +DQEDOL� ERRN�� WKH� WHUPV� DQG�

FRQGLWLRQV�RI�WKLV�WRRO��KH�VDLG��
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7KH�VDOH�LV�OHJDO�IRU�ZKRHYHU�VROG�DQ�DVVHW�DQG�H[FOXGHG�WKH�XVXIUXFW�IRU�D�GHILQLWH�
SHULRG�RI�WLPH�VXFK�DV��D�FDPHO�ZLWK�D�FRQGLWLRQ�WR�ULGH�WR�D�VSHFLILF�GHVWLQDWLRQ��D�
SURSHUW\�ZLWK�D�FRQGLWLRQ WR VWD\�LQ�IRU�D�PRQWK��DQG�VODYH�ZLWK�FRQGLWLRQ�WR�VWD\�
VHUYLQJ�KLP�KHU�IRU�D�\HDU��DV�LW�ZDV�QDUUDWHG�WKDW�-DELU�ELQ�
$EGXOODK�VROG�WR�WKH�
3URSKHW� �SSXK�� D� FDPHO� ZLWK� FRQGLWLRQ� WR� ULGH� LW� WR� 0DGLQD�� �$O�%XNKDUL� DQG�
0XVOLP����$QG�EHFDXVH�WKH�H[HPSWLRQ�LV�H[SOLFLW��LW�FRPSOLHV�ZLWK�$EX�+XUDLUDK¶V�
KDGLWK����$O�.DIL�

7KLV�LV�FRQVLGHUHG�DV�DQ�DXWKRUL]LQJ RI WKH FDVH�IRXQGDWLRQ�LQ�UHIHUHQFH�WR�-DELU¶V�+DGLWK�
DQG�WKH�$EX�+XUDLUDK¶V��QDUUDWHG�E\�$O�7HUPLWK\��LQ�ZKLFK�WKH�3URSKHW��SSXK��IRUEDGH�WKH�
H[HPSWLRQV�XQOHVV�LW�LV�GHILQHG�VXFK�DV�LW�LV�IRU�ZKRHYHU�VROG�DQ�RUFKDUG�DQG�H[HPSWHG�D�
SDUWLFXODU�WUHH�RU�VROG D�KHUG�DQG�H[HPSWHG�D�VSHFLILF�VKHHS���

�� ,EQ�4XGDPDK�GLVFXVVHV�IXUWKHU�WKH�WRRO�DQG�VD\V��
³,I�WKH�SXUFKDVHU�RIIHUHG�WR�SD\�WKH�VHOOHU�LQ�H[FKDQJH�WR�LW��L�H��WKH�XVXIUXFW���WKH�
VHOOHU�LV�QRW�REOLJDWHG�WR�DFFHSW�EHFDXVH�LW�LV�KLV�KHU�ULJKW��DV�LI�KH�VKH�KDV�UHQWHG�LW��
DQG�HYHQ�LI�KH�LQWHQGHG�WR�UHQW�LW�RXW�IRU�WKDW�SHULRG���,EQ�$THHO�VDLG�WKDW��7KLV�FDVH�
LV�DFFHSWDEOH�LQ�+DQEDOL¶V�4L\DV�EHFDXVH�KH�VKH�RZQHG�WKH�XVXIUXFW�VR�KH�VKH�KDV�
WKH�ULJKW�WR�UHQW�LW�RXW�DV�D�WHQDQW´����$O�.DIL�

7KHVH�DUH�WKH�IRXQGDWLRQV�RI�WKH�/$5,%$¶V�XWLOL]DWLRQ�RI�WKH�H[HPSW XVXIUXFW���/$5,%$
LV�WKH�RZQHU�RI�WKH�XVXIUXFW�DV�LI�/$5,%$ UHQWHG�LW�DQG�KDV�WKH�ULJKW�WR�XWLOL]H�WKH�XVXIUXFW�
IRU�/$5,%$ GLUHFWO\�RU�LQGLUHFWO\�E\�UHQWLQJ�LW�RXW�HYHQ�WR�WKH�FOLHQW�ZKR�SXUFKDVHG�WKH�
WLWOH���/$5,%$ LV�QRW�REOLJDWHG�WR�UHQW� WKH�XVXIUXFW� WR� WKH�FOLHQW��EXW� WKH�UHODWLRQ�FDQ�EH�
FRQGXFWHG� RQ� WKH� EDVLV� RI� D� ELQGLQJ� SURPLVH� IURP� HLWKHU� RQH� RI� WKH� WZR� SDUWLHV� DV� WKH�
ELQGLQJ�SURPLVH�IURP�RQH�SDUW\� LV�DFFHSWHG�E\� WKH�,QWHUQDWLRQDO� ,VODPLF�)LTK�$FDGHP\�
1R�>���������������@�DQG�WKH�SDUDJUDSK���������IURP�WKH�6KDUL¶D�VWDQGDUG�1R����0XUDEDKD���
:RUWK�QRWLQJ��UHQWLQJ�WKH�H[HPSW�XVXIUXFW�WR�WKH�FOLHQWV�LV�QRW�IRUELGGHQ�LQ�6KDUL¶D�DQG�LW�
FDQQRW�EH�GHVFULEHG�DV�(LQDK�EHFDXVH�/$5,%$ KDV�SRVVHVVHG� WKH�XVXIUXFW� IURP�D� WKLUG�
SDUW\�WKDW�LV�WKH�ILUVW�RZQHU�RI�WKH�WLWOH�DQG�LWV�XVXIUXFW���7KXV��WKH�/$,5%$¶V�SURILWV�FRPH
IURP�UHQWLQJ�WKH�H[HPSW�XVXIUXFW�DQG�WKH�UHQWDO YDOXH�UHSUHVHQWV�WKH�UHWXUQ�RQ�LQYHVWPHQW���

�� :LWK�UHJDUG�WR WKH�WLWOH�GDPDJH�FRQVHTXHQFH�RI�ORVLQJ�WKH�H[HPSW�XVXIUXFW��,EQ�4XGDPDK�
VD\V���

,I� WKH� SXUFKDVHU� GDPDJHG� WKH� WLWOH�� KH�VKH�PXVW� SD\� LWV� YDOXH«� EHFDXVH� KH�VKH�
GDPDJHV� DQRWKHU� SHUVRQ¶V� ULJKW� RI� RZQHUVKLS�� � ,I� WKH� GDPDJHV� KDSSHQHG�
XQLQWHQWLRQDOO\� ZLWKRXW� DQ\� FDUHOHVVQHVV�� $KPDG¶V� VD\LQJ� LPSOLHV� KROGLQJ� WKH�
SXUFKDVHU�UHVSRQVLEOH�EXW�KH�VKH�FRXOG�QRW�EH�VR�EHFDXVH�WKH�VHOOHU�GLG�QRW�SRVVHVV�
WKH�XVXIUXFW�IURP�WKH�SXUFKDVHU��WKHUHIRUH��WKH�SXUFKDVHU�VKRXOG�QRW�FRPSHQVDWH�IRU�
WKH�GDPDJH���6XFK�DV��LI�D�VROG�IHUWLOL]HG�SDOP�WUHH�ZDV�GDPDJHG�RU�DQ�RUFKDUG�IURP�
ZKLFK�D� WUHH�ZDV�H[HPSWHG�� �7KXV��$KPDG¶V�VD\LQJ� VKDOO�EH� LQWHUSUHWHG� WR�KROG�
WKRVH�ZKR�KDSSHQHG�WR�FDUHOHVV´����$O�.DIL�

7KLV�TXRWH�H[SODLQ�WKDW�WKH�FOLHQW�VKDOO�QRW�EH�KHOG�UHVSRQVLEOH�WR�/$5,%$ IRU�WKH�XVXIUXFW�
LQ�WKH�H[HPSWLRQ�SHULRG�LQ�FDVH�WKHUH�ZDV�QR�FDUHOHVVQHVV�IURP�KLV�KHU�VLGH��WKH�SXUFKDVHU����
$KPDG¶V� RSLQLRQ� ZRXOG� EH� PRUH� DSSURSULDWH� WR� FRQVLGHU� ZKHQ WKH� GDPDJH� KDSSHQHG�
LQWHQWLRQDOO\�RU�EHFDXVH�RI�FDUHOHVVQHVV�IURP�WKH�SXUFKDVHU VLGH��WKH�RZQHU�RI�WKH�WLWOH��
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��� ,EQ�4XGDPDK�VWDWHV�WKDW�WKH�SXUFKDVHU�KDV�WKH�ULJKW�WR�VHOO�WKH�WLWOH�WR�RWKHUV�� +H�VDLG��³,I�
WKH� SXUFKDVHU� VROG� WKH� WLWOH�� WKH� GHDO� LV� DFFHSWHG� DQG� WKH� XVXIUXFW� LV� H[HPSWHG´�� � 7KLV�
WUDQVDFWLRQ�LV�FRQGLWLRQHG�ZLWK�WKH�VHFRQG�SXUFKDVHU¶V DZDUHQHVV�RI�WKH�H[HPSWLRQ�RI�WKH�
XVXIUXFW�DQG�FRQGLWLRQHG�ZLWK�WKH�DFFHSWDQFH�RI�WKH�EDQN�WKDW�KDV�D�OLHQ�RYHU�WKH�SURSHUW\�
ZKLFK�LW WKH XVXIUXFW WKDW ZDV�H[HPSWHG� DV�LW�LV�WKH�SUDFWLFH�RI /$5,%$ 0RGHO�

)DWDZD RI�$O�%DUDND�6HPLQDU�1R����������DQG�����
��� )DWZD� RI� $O�%DUDND� 6HPLQDU� 1R�� ������ KHOG� RQ� $OJHULD� GDWHG� 0DUFK ���� ����� &�(�

FRQFHUQLQJ�+RPH�)LQDQFLQJ�SURGXFW�IRU�$O�%DUDND�%DQN�/RQGRQ�ZKLFK�VWDWHV�
5HJLVWHULQJ� WKH� KRXVH¶V� WLWOH� LQ� WKH� SDUWQHU¶V� QDPH�� EDVHG� RQ� WUXVW�� IURP� WKH�
LQFHSWLRQ�RI�WKH�FRQWUDFW� LV�SHUPLVVLEOH�XQGHU�6KDUL¶D��5HJLVWHULQJ� WKH�SURSHUW\¶V�
WLWOH�LQ�WKLV�PDQQHU�GRHV�QRW�FRQWUDGLFW�WKH�DJUHHG�XSRQ�SDUWQHUVKLS��HVSHFLDOO\�VLQFH�
WKH�SDUWQHU¶V� DELOLW\� WR� VHOO� WKH�KRPH� LV� UHVWULFWHG�XQWLO�KLV� IXOO�RZQHUVKLS�RI� WKH�
SURSHUW\�LV�HVWDEOLVKHG��,Q�WKLV�UHJDUG��ZH�WRRN�LQWR�FRQVLGHUDWLRQ�WKH�IDFW�WKDW�WKLV�
UHJLVWUDWLRQ�RI�WLWOH�LV�D�IRUP�RI�GRFXPHQWDWLRQ�LQVXUHG�E\�WKH�RIILFLDOO\�HVWDEOLVKHG�
OLHQ�RQ�WKH�SURSHUW\��DFFRUGLQJ�WR�WKH�FRQGLWLRQV�DJUHHG�XSRQ�ZLWK�WKH�SDUWQHU� �$O�
%DUDND�
0DNLQJ�WKH�SDUWQHU�DORQH�UHVSRQVLEOH�IRU�DOO�>FORVLQJ�FRVWV�OLNH@�UHJLVWUDWLRQ��VXUYH\��
DQG�RWKHU�GRFXPHQWDWLRQ�FRVWV�DVVRFLDWHG�ZLWK�WKH�MRLQWO\�RZQHG�SURSHUW\�IURP�WKH�
LQFHSWLRQ�RI�WKH�FRQWUDFW��DQG�DEVROYLQJ�WKH�EDQN�IURP�UHVSRQVLELOLW\�IRU�VXFK�FRVWV�
LV�SHUPLVVLEOH�LI�WKH�SDUWQHUV�DJUHHG�DFFRUGLQJO\��7KLV�LV�SDUWLFXODUO\�DSSURSULDWH��
VLQFH�WKH�SDUWQHU�ZLOO�XOWLPDWHO\�EHFRPH�WKH�VROH�RZQHU�RI�WKH�SURSHUW\�DW�WKH�HQG�
RI�WKH�ILQDQFLQJ�FRQWUDFW����$O�%DUDND�

��� $FFRUGLQJ�WR�WKH PHQWLRQHG�IDWZD�RI�$O�%DUDN��WKH�SURFHVV�LV�DUUDQJHG�DV�IROORZV�
D� ³7KH� EDQN� DQG� WKH� FOLHQW� MRLQWO\� SXUFKDVH� WKH� KRPH� DFFRUGLQJ� WR� WKH� DJUHHG�XSRQ�

SURSRUWLRQV��
E� 7KH�EDQN�VHOOV�LWV�VKDUH�LQ�WKH�SK\VLFDO�SURSHUW\�RZQHUVKLS��PLON�$O�5DTDEDK��WR�LWV�

SDUWQHU��ZKLOH�UHWDLQLQJ� LWV�VKDUH�RI�RZQHUVKLS�RI� WKH�ULJKW� WR�XVH�LW��KDTXO�PDQID¶K��
XQWLO�LWV�SDUWQHU�SD\V�WKH�UHPDLQLQJ�SRUWLRQ�RI�WKH�SULFH��

F� 7KH�EDQN�FROOHFWV�DQ�DQQXDO� UHQW� LQ�SURSRUWLRQ ZLWK� WKH�DFWXDOO\� SDLG�SRUWLRQ�RI� WKH�
SURSHUW\¶V�SULFH´�

��� 7KH�DSSURYHG�SURFHGXUHV�RI�WKH�SURGXFW�LQ /$5,%$ FRPSO\�ZLWK�SURFHVV�DUUDQJHPHQW LQ
$OEDUDND¶V IDWZD�PRWLRQHG�DERYH� $FFRUGLQJ�WR�WKH�DSSURYHG�SURFHGXUHV�RI�WKH�SURGXFW�LQ
/$5,%$� WKH FOLHQW�VLQJV�D�³3XUFKDVLQJ�$JUHHPHQW´�DV�D�:DNHHO��WKHQ /$5,%$ VHOOV LWV�
VKDUH�RI�0LONXO�5DTDEDK �RZQHUVKLS RI�SURSHUW\�WLWOH��WR�WKH�FOLHQW� DQG�ILQDOO\ WKH�SURSHUW\�
WLWOH�LV�UHJLVWHUHG LQ WKH�QDPH�RI�FOLHQW��$QG�WKH�FOLHQW�SD\V IRU�WKH�DSSOLFDEOH�IHHV�

��� )DWZD�$O�%DUDND�6HPLQDU�1R��������KHOG�RQ�$OJHULD�GDWHG�����0DUFK������&�( FRQFHUQLQJ�
XVLQJ� WKH�WHUP�³LQWHUHVW´�DV�DQ�DOWHUQDWLYH� WR� WKH�WHUP�³SURILW´�RU�³UDWH�RI�UHWXUQ´�ZKLFK�
VWDWHV�

'HVSLWH� WKH� IDFW� WKDW� LQWHUHVW�� DV� FRQYHQWLRQDOO\� XVHG� LQ� EDQNLQJ� WUDQVDFWLRQV��
FRLQFLGHV�SUHFLVHO\�ZLWK�WKH�5LED�WKDW�LV�IRUELGGHQ�LQ�WKH�/DZ��6KDUL¶D��WR�SD\�RU�
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UHFHLYH��DQG�UHJDUGOHVV�RI�ZKHWKHU�WKH�XQGHUO\LQJ�WUDQVDFWLRQ�LV�D�FRQVXPSWLRQ�RU�
SURGXFWLRQ� ORDQ��ZH�KDYH� IRXQG� WKDW� WKHUH� LV�QR�REMHFWLRQ� WR� WKH�XVH�RI� WKH� WHUP�
�LQWHUHVW� LQ�WKH�FDVHV�UHODWHG�WR�WKRVH�GHDOLQJ�ZLWK�$O�%DUDND�%DQN��/RQGRQ��DLPLQJ�
WR� EHQHILW� IURP� WKH� ILQDQFLDO� DGYDQWDJHV� JLYHQ� WR� LQWHUHVWV LQ� YDULRXV� FDVHV� RI�
GHSRVLWV�DQG�ILQDQFLQJ� �$O�%DUDND�
,Q�WKLV�UHJDUG��LW�LV�LPSHUDWLYH�WR�HQVXUH�WKDW�WKH�WHUP��LQWHUHVW� LQ�WKH�VHQVH�GHVFULEHG�
DERYH�LV�XVHG�RQO\� LQ�WKH�IRUPV�UHTXLUHG�E\�HQWLWLHV�RWKHU�WKDQ�WKH�EDQN��H�J�� WD[�
GHFODUDWLRQ�IRUPV�IRU�GHSRVLWRUV��RU�VSHFLDO�IRUPV�XVHG�LQ�YDULRXV ILQDQFLQJ�FDVHV��
+RZHYHU�� LI� WKH� LQWHQW� LV� WR� FKDQJH� WKH� QDWXUH� RI� WKH� WUDQVDFWLRQ� WR�PDNH� LW� DQ�
LQWHUHVW�EHDULQJ� ORDQ��WKHQ�VXFK�WUDQVDFWLRQ�ZLOO�EH�IXQGDPHQWDOO\� LPSHUPLVVLEOH���
�$O�%DUDND�

��� )DWZD�RI�$O�%DUDND� 6HPLQDU�1R�� ������KHOG�RQ� -HGGDK�GDWHG�)HEUXDU\������ �����&�(�
FRQFHUQLQJ� HVWDEOLVKPHQW� RI� SUR� IRUPD� OLJDWXUHV� RU� FRQWUDFWV�� RU� IRUPDWLRQ� RI� VLVWHU� RU�
EUDQFK� VSHFLDO� SXUSRVH� HQWLWLHV� WR�EHQHILW� IURP� WD[�DGYDQWDJHV� JLYHQ� WR�5LEDZL� LQWHUHVW�
ZKLFK�VWDWHV�

,VODPLF�EDQNV�VKRXOG�EH�ZDU\�RI�ZULWLQJ�SUR�IRUPD�5LEDZL FRQWUDFWV�RU�OLJDWXUHV�
ZLWK� SUR� IRUPD� 5LEDZL� LQWHUHVW� WR� EHQHILW� IURP� WD[� RU� RWKHU� DGYDQWDJHV� OHJDOO\�
RIIHUHG�WR�5LEDZL�LQWHUHVW�� �$O�%DUDND�
7KHUH�LV�QRWKLQJ�ZURQJ�LI�,VODPLF�EDQNV�XVH�ODQJXDJH�LQ�WKHLU�ILQDQFLDO�VWDWHPHQWV�
WR�H[SODLQ�WKH�QDWXUH�RI�SHUPLVVLEOH�SURILW��)RU�LQVWDQFH��WKH�%DQN�PD\�VD\�WKDW�>VXFK�
SURILW@�LV��WKH�,VODPLF�DOWHUQDWLYH�IRU�LQWHUHVW�LQ�WKH�5LEDZL�V\VWHP� RU�WKDW��LW�LV�WKH�
UHWXUQ� RQ� LQYHVWPHQW� LI� VXFK� ODQJXDJH� ZLOO� DOORZ� WKHP� WR� EHQHILW� IURP� WKH� WD[�
DGYDQWDJHV� RIIHUHG� E\� 5LEDZL� V\VWHPV�� +RZHYHU�� WKH� WHUPLQRORJLHV �5LED� RU�
�LQWHUHVW� PXVW�QHYHU�EH�XVHG�LQ�DQ\�ILQDQFLDO�VWDWHPHQW�LVVXHG�E\�WKH�,VODPLF EDQN�
�$O�%DUDND�

��� 7KH�DSSURYHG�SURFHGXUHV�RI�WKH�SURGXFW�LQ�/$5,%$�FRPSO\�ZLWK�WKH�WHUPV�DQG�FRQGLWLRQV
RI $OEDUDND¶V IDWZDV�PRWLRQHG�DERYH��WKH�6KDUL¶D�SURFHGXUHV�KDYH�LQFOXGHG�ZKDW�LV�UHODWHG�
WR�WKH�SDUWQHUVKLS �0XVKDUDND���DJHQF\��:DNDOD���EX\LQJ��RZQLQJ��VDOH�DQG�OHDVLQJ�RI�WKH�
SURGXFW�� $OVR� WKH� GRFXPHQWV� WKDW� DUH� GRFXPHQWLQJ� WKHVH SURFHGXUHV FRPSO\� DV� ZHOO�
LQFOXVLYH�RI�WKH�FRPPLWPHQW WR�SD\�ODWH�SD\PHQW�IHHV�WR�D�VSHFLDO�FKDULWDEOH�IXQG�

��� 7KH�XVH�RI� WHUPLQRORJLHV� VXFK�DV� ORDQ�� LQWHUHVW�DQG� ODWH�SD\PHQW� IHHV� LQ�PRUWJDJH� OLHQ�
GRFXPHQW�ZKLFK�LV�QRW�LVVXHG�E\�/$5,%$ GRHV QRW FRQWUDGLFW WKH�DFWXDO�ILQDQFLQJ�SURFHVV�
DV�VKRZQ�LQ WKH 6KDUL¶D�FRPSOLDQW�GRFXPHQWDWLRQ��7KHVH�WHUPLQRORJLHV�UHIHU WR�WKH�YDOXH�
RI�0LONXO�5DTDEDK �ILQDQFLQJ�SULQFLSDO��DQG�WKH�YDOXH�RI�+DTXO�0DQIDD��ILQDQFLQJ�UHWXUQ��
DQG WKH ODWH�SD\PHQW�IHHV�DV�D�FRPPLWPHQW�RI GRQDWLRQ WR D�WKLUG�SDUW\�

6KDUL¶D�VWDQGDUG�1R�����'HIDXOW�LQ�SD\PHQW�E\�D�GHEWRU��
��� 3DUDJUDSK���������RQ�6KDUL¶D�VWDQGDUG�1R���³'HIDXOW�LQ�SD\PHQW�E\�D�GHEWRU´�PHQWLRQHG�

WKDW�
,W¶V�SHUPLWWHG�WR�SUHVFULEH�LQ�FRQWUDFWV�LQYROYLQJ�LQGHEWHGQHVV«�DQ�REOLJDWLRQ�RQ�
WKH�GHEWRU��LQ�WKH�FDVH�RI�GHIDXOW�LQ�SD\PHQW��WR�GRQDWH�DQ�DPRXQW�RU�D�SHUFHQWDJH�
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RI�WKH�SD\PHQW�GXH�RQ�FRQGLWLRQ�WKDW�WKLV�EH�GRQDWHG�WR�FKDULWDEOH�FRXUVHV�XQGHU�WKH�
VXSHUYLVLRQ�RI�WKH�EDQN¶V�6KDUL¶D�VXSHUYLVRU\�ERDUG�� �6KDUL¶D�6WDQGDUG�1R����

7KH DSSURYHG SURFHGXUHV�RI�WKH�SURGXFW�LQ�/$5,%$ FRPSO\�ZLWK�WKH�FRQWHQWV�RI�6KDUL¶D�
VWDQGDUG PHQWLRQHG DERYH VLQFH�WKH�SURFHGXUHV�DQG�GRFXPHQWV�LQFOXGH�WKH�REOLJDWLRQ�RI�
ODWH�SD\PHQW�IHHV�DV�D�FRPPLWPHQW�RI�GRQDWLRQ�WR�D�VSHFLDO�FKDULWDEOH IXQG�

,QWHUQDWLRQDO�,VODPLF�)LTK�$FDGHP\�UHVROXWLRQ�1R�����������
��� ,QWHUQDWLRQDO� ,VODPLF�)LTK�$FDGHP\� UHVROXWLRQ�QR�����������FRQFHUQLQJ� HDUO\� VHWWOHPHQW�

PHQWLRQHG�WKDW�
7R�UHGXFH�D�GHIHUUHG�GHEW�ZLWK�WKH�DLP�RI�DFFHOHUDWLQJ�LWV�UHSD\PHQW��ZKHWKHU�DW�WKH�
UHTXHVW�RI�WKH�FUHGLWRU�RU�RI�WKH�GHEWRU��SD\�OHVV�EXW�DKHDG�RI�WLPH���LV�SHUPLVVLEOH�
LQ�6KDUL
D�DQG�GRHV�QRW�IDOO�ZLWKLQ�WKH�SURYLQFH�RI�5LED��ZKLFK�LV�IRUELGGHQ��DV�ORQJ�
DV�LW�LV�QRW�EDVHG�RQ�DQ�DGYDQFH�DJUHHPHQW�DQG�DV�ORQJ�DV�WKH�UHODWLRQVKLS�EHWZHHQ�
WKH�FUHGLWRU�DQG�WKH�GHEWRU�DUH�ELODWHUDO��,I� WKHUH�LV�D�WKLUG�SDUW\� DPRQJ WKHP��WKH�
UHGXFWLRQ�LV�QRW�SHUPLVVLEOH�DV�LW�ZLOO�WKHQ�EH�VXEMHFW�WR�WKH�UXOLQJ�RQ�GLVFRXQW�RI�
FRPPHUFLDO�SDSHUV� �5HVROXWLRQ�1R�����

6KDUL¶D�VWDQGDUG�1R�����0XUDEDKD�
��� 3DUDJUDSK� ������ RI� 6KDUL¶D� VWDQGDUG� 1R��� �0XUDEDKD�� FRQFHUQLQJ� HDUO\� VHWWOHPHQW�

PHQWLRQHG�WKDW���³,W�LV�SHUPLVVLEOH�IRU�WKH�LQVWLWXWLRQ�WR�JLYH�XS�SDUW�RI�WKH�VHOOLQJ�SULFH�LI�
WKH�FXVWRPHU�SD\V�HDUO\��SURYLGHG�WKLV�ZDV�QRW�SDUW�RI�WKH�FRQWUDFWXDO�DJUHHPHQW´�

��� ,Q�FDVH�WKH�FOLHQW�ZKR�RZQV�$O�5DTDED��WKH�WLWOH� SD\V�WKH�UHPDLQLQJ�YDOXH�RI�WKH�5DTDED�
�ILQDQFLQJ�SULQFLSDO� HDUO\�� WKHQ�WKH�XVXIUXFW�RZQHU�KDV� WZR�FKRLFHV�� )LUVW� WR�FODLP�WKH�
YDOXH�RI�WKH�H[FOXGHG�XVXIUXFW�IRU�WKH�UHPDLQLQJ�SHULRG�DIWHU�UHFDOFXODWLQJ�DV�LI�LW�ZDV�SDLG�
LQ�DGYDQFH��WKDW�PHDQV�D�GLVFRXQW�WR EH�JLYHQ�WR�WKH�FOLHQW� 6HFRQG��WKH�VHOOHU�³XVXIUXFW�
RZQHU´�IRUJRHV WKH�XVXIUXFW�DW�DQ\�WLPH�ZKHQ�WKH�FOLHQW�VHWWOHV DOO�WKH�UHPDLQLQJ�ILQDQFLQJ�
DPRXQW��7KH�VHFRQG�FKRLFH LV�WKH�RQH�WKDW�LV�DSSOLHG LQ /$5,%$¶V PRGHO�DV�PHQWLRQHG�
SUHYLRXVO\�LQ�SURGXFW¶V�SURFHGXUHV�DQG�GRFXPHQWDWLRQV�

'LVFXVVLRQ� RI� WKH� UHVROXWLRQ� E\� WKH� IDWZD�&RPPLWWHH� RI� WKH�0XVOLPV� -XULVWV� RI� $PHULFD�
�$0-$��FRQFHUQLQJ�WKH�SURGXFW
��� 7KH $0-$�)DWZD�&RPPLWWHH�LVVXHG�D�UHVROXWLRQ�FRQFHUQLQJ ,VODPLF�+RPH�)LQDQFLQJ�LQ�

WKH� 8QLWHG� 6WDWHV� LQ� WKH� PHHWLQJ� KHOG� LQ� +RXVWRQ� RQ� 'KXO�4DGDK ������ ����� $�+��
�6HSWHPEHU������� �����&�(���� 7KH�UHVROXWLRQ�FRQWDLQV�6KDUL¶D�UXOLQJV RQ ZKHWKHU�GHDOLQJ�
ZLWK� FHUWDLQ� FRPSDQLHV� LQ�8�6�PDUNHW LV� SHUPLVVLEOH� RU� QRW�� WKH� UHVROXWLRQ� FRQWDLQV� DQ�
LPSRUWDQW�SDUDJUDSK VWDWHG DV�IROORZ���

³7KH�&RPPLWWHH�ZRXOG�OLNH�WR�HPSKDVL]H�WKDW�WKLV�UXOLQJ�RQ�WKLV�LVVXH�LV�GLUHFWHG�
WRZDUGV�WKRVH�ZKR�ZLVK�WR�GHDO ZLWK�WKHVH�FRPSDQLHV�WR�SXUFKDVH�UHDO�HVWDWH�YLD�
WKHLU�ILQDQFLQJ�DQG�FRQWUDFWV�DQG�WKH�UXOLQJ�KROGV�DV�ORQJ�DV�WKH�FRQWUDFWV�DUH�DV�WKH\�
DUH�LQ�WKH�SUHVHQW�VWDWH�DQG�WKH�PRGHV�RI�SXUFKDVH�DUH�DV�WKH\�DUH�QRZ��$Q\�FKDQJH�
LQ�WKHLU�FRQWUDFWV�RU�PDQQHU�RI�H[HFXWLRQ�ZRXOG�WKHUHIRUH�UHTXLUH�D�FKDQJH�LQ�WKH�
UXOLQJ�
$V�IRU�WKH�FRPSDQLHV�WKHPVHOYHV��WKLV�UXOLQJ�LV�DFWXDOO\�LQ�QHHG�RI�PRUH�FODULILFDWLRQ�
IURP� WKHP� FRQFHUQLQJ� WKHLU� UHODWLRQVKLS� ZLWK� WKH� 3XEOLF� JRYHUQPHQW�VSRQVRUHG�
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HQWHUSULVHV� IHGHUDO� ILQDQFLQJ� LQVWLWXWLRQV� >VXFK� DV� )UHGGLH� 0DF@�� D� PDWWHU
FRQFHUQLQJ� ZKLFK� WKH� 5)&� &RPPLWWHH� ZDV� QRW� DEOH� WR� UHFHLYH� D� GHWDLOHG�
FODULILFDWLRQ´����$0-$�

��� 7KH�FRPPLWWHH�UHVROXWLRQ�PHQWLRQHG�D�QXPEHU�RI�KRPH�ILQDQFLQJ�FRPSDQLHV�LQ�8�6�PDUNHW�
DQG�FODULILHG WKH�RSLQLRQ RI� WKH�FRPPLWWHH RQ ZKHWKHU�GHDOLQJ�ZLWK� WKHVH� FRPSDQLHV� LV�
SHUPLVVLEOH�LQ�6KDUL¶D�RU�QRW LQFOXGLQJ�WKH�RSLQLRQ�LQ�UHJDUG�WR /$5,%$ DV�IROORZ�

³7KH� FRQWUDFW� RI� WKLV� FRPSDQ\� GRHV� QRW� GLIIHU� IURP� D� WUDGLWLRQDO�PRUWJDJH� WKDW�
LQWHUHVW�EDVHG�EDQNV�SURYLGH��7KLV�LV�WKH�RYHUULGLQJ�FRQWUDFW�EHWZHHQ�WKLV�FRPSDQ\�
DQG�WKH�SXUFKDVHU�DQG�ZKDW�WKH\�SUHVHQW�DV�DQ�,VODPLF�IRUP�WR�LW�DFWXDOO\�KDV�QR�
H[LVWHQFH�LQ�UHDOLW\�DQG�KDV�QR�OHJDO�DXWKRULW\�LQ�FDVH�RI�GLVSXWH�
7KH�UXOLQJ�RI�WKH�&RPPLWWHH�LV�WKDW�LW�LV�QRW�DOORZHG�WR�GHDO�ZLWK�WKLV�FRPSDQ\�DV�
WKHLU�PRGHO�FRQWDLQV�FOHDU�DQG�H[SOLFLW�LQWHUHVW��:H�DGYLVH�WKRVH�LQ�FKDUJH�RI�WKLV�
FRPSDQ\�WR�UHYLHZ�DQG�FRUUHFW�WKHLU�PRGHO�DQG�WR�IXOILOO�WKH�WUXVW�WKDW�KDV�EHHQ�SXW�
LQ�WKHP�E\�WKRVH�ZKR�ZLVK�WR�DYRLG�LQWHUHVW�LQ�WKHLU�ILQDQFLDO�GHDOLQJV´� �$0-$�

��� ,W¶V� FOHDU� WKDW� WKH� LPSOLFDWLRQ�RI�$0-$�IDWZD LV OLPLWHG� WR� WKH�DSSOLFDEOH� FRQWUDFWV� DQG�
SURFHGXUHV�DW�WKH�WLPH�RI LVVXLQJ WKH�UHVROXWLRQ�� ,Q�FDVH�RI�DQ\�PRGLILFDWLRQ�LQ�WKH�FRQWUDFWV�
RU�WKH�SURFHGXUHV�RU�H[LVWHQFH�RI�FRQWUDFWV�DQG�SURFHGXUHV�WKDW�WKH�FRPPLWWHH�KDV�QRW VHHQ��
WKH�IDWZD�GRHV QRW�DSSO\�� $FFRUGLQJO\��ZH�FODULI\� WKDW�WKH�FRQWUDFWV�DQG�SURFHGXUHV�WKDW�
ZH�EDVH�WKLV�UHSRUW�RQ�VKRZV WKH�IROORZLQJ�
D� 6KDUL¶D� SURFHGXUHV� IRU� SDUWQHUVKLS� �0XVKDUDND��� DJHQF\� �:DNDOD��� EX\LQJ�� RZQLQJ��

VDOH�DQG�OHDVLQJ�RI�WKH�SURGXFW��DQG�WKH�GRFXPHQWDWLRQ�RI�WKHVH SURFHGXUHV�
E� $FFRUGLQJ� WR�SUHYLRXV�SURFHGXUHV�� WKH IXOO RZQHUVKLS�RI WKH�WLWOH��$O�5DTDEDK��HQGV�

ZLWK WKH� FOLHQW�� ZKLOH� WKH� +DTXO� 0DQIDD� �XVXIUXFW�� LV� UHQWHG WR� WKH� FOLHQW� GXULQJ�
ILQDQFLQJ�SHULRG�

F� $�PRUWJDJH�OLHQ�LV�SHUIHFWHG�LQ�WKH�QDPH�RI�/$5,%$ RQ�WKH�WLWOH��$O�5DTDEDK��DLPLQJ�
WR� JXDUDQWHH� WKH� SD\PHQW� RI� /$5,%$ VKDUH� LQ� WKH WLWOH� �$O�5DTDEDK�� DQG� XVXIUXFW
�+DTXO�0DQIDD�� )RU�GRFXPHQWLQJ�WKH�PRUWJDJH��)HGHUDO�DQG�6WDWH�OHJDO�GRFXPHQWV�DUH�
EHLQJ�XVHG�

G� ,Q�WKH�HYHQW�RI�OHJDO�GLVSXWH��WKH�PHQWLRQHG OHJDO�GRFXPHQWV ZLOO�EH�VXIILFLHQW�IURP�WKH�
6KDUL¶D�SRLQW�RI�YLHZ�WR�SURWHFW�ERWK�SDUWLHV¶ ULJKWV�

H� 7KH�XVH�RI�WHUPLQRORJLHV�VXFK�DV�ORDQ��LQWHUHVW�DQG�ODWH�SD\PHQW�IHHV�LQ�PRUWJDJH�OLHQ�
GRFXPHQW�GRHVQ¶W�UHIOHFW�WKH�DFWXDO�ILQDQFLQJ�SURFHVV�DV�VKRZQ�LQ�SURGXFW¶V�SURFHGXUHV�
DQG�GRFXPHQWDWLRQV�

��� ,W¶V�FOHDU�WKDW�WKH�FRPPLWWHH�ZDV�QRW�DEOH�WR�VXUYH\ WKH�UHODWLRQVKLS�EHWZHHQ�,VODPLF�ILQDQFH�
FRPSDQLHV�LQ�WKH�86�PDUNHW�DQG�WKH�IHGHUDO�LQVWLWXWLRQV�VXFK�DV�³)UHGGLH�0DF´�DQG�³)DQQLH�
0DH´� ,Q WKLV�UHJDUG� /$5,%$ KDG�IRXQG�DQ�DFFHSWDEOH�ZD\�IURP WKH 6KDUL
D�SRLQW�RI�YLHZ�
WR� GHDO� ZLWK� WKH� IHGHUDO� LQVWLWXWLRQV� 7KLV� ZDV� LV� GHVFULEHG� E\� WKH� IHGHUDO� LQVWLWXWLRQV�
HQJDJLQJ ZLWK� WKH DYDLODEOH� ILQDQFLQJ� WUDQVDFWLRQV IRU� ,VODPLF� ILQDQFH� FRPSDQLHV� DV� DQ�
LQYHVWRU�� HLWKHU� WKURXJK� SD\LQJ� WKH� IXOO� DPRXQW�RI� IXQGLQJ� RU� WKRXJK� SDUWLFLSDWLQJ ZLWK�
/$5,%$� LQ�IXQGLQJ�� ,Q�DOO FDVHV��IROORZ�XS�RI�GHEW�VHUYLFH�DQG�GHEW�FROOHFWLRQ�ZLOO�EH�
ZLWK�/$5,%$ WKDW KDV�H[HFXWHG WKH�FRQWUDFW�ZLWK�WKH�FOLHQW�DFFRUGLQJ�WR�6KDUL¶D�SURFHGXUHV�
DQG�GRFXPHQWDWLRQV�ZKLFK�ZDV�LQFOXGHG LQ�WKLV�UHSRUW�
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'LVFXVVLRQ�2XWFRPH�
��� 6KDUL¶D�SURFHGXUHV�DQG�GRFXPHQWV�ZKLFK�LV�WKH�EDVLV�RI�WKLV�UHSRUW�UHSUHVHQWV�WKH�DSSOLFDEOH�

DQG�DFWXDO�PRGHO��QRW�D�YLUWXDO�RQH�

��� 7KH�FRQYHQWLRQDO PRUWJDJH�GRFXPHQWDWLRQ LV�QRW�WKH�EDVH�GRFXPHQWDWLRQ IRU�WKH�PRGHO� ,W
LV� D� GRFXPHQWDWLRQ� IRU� LQGHEWHGQHVV� LQLWLDWHG� E\� WKH 6KDUL¶D� FRPSOLDQW� SURFHGXUHV� DQG�
GRFXPHQWV�

��� 7KH�DUELWUDWLRQ�LQ�WKH�FDVH�RI�GLVSXWH�EDVHG�RQ�WKH�WUDGLWLRQDO�PRUWJDJH�OLHQ�GRHV QRW�OHDG�
WR�DQ\�6KDUL¶D�YLRODWLRQV��EHFDXVH�ZKDW�ZDV�PHQWLRQHG�LQ�LW DV�D ORDQ�DQG�LQWHUHVWV UHSUHVHQW
WKH WLWOH��$O�5DTDEDK��DQG�XVXIUXFW �+DTXO�0DQIDD� DFFRUGLQJ�WR�6KDUL¶D�GRFXPHQWV� $OVR�
ZKDW�LV�PHQWLRQHG�DV ODWH�SD\PHQW�IHHV�UHSUHVHQWV D�SHUPLVVLEOH�SHQDOW\�DV�D�FRPPLWPHQW�
RI�REOLJDWHG GRQDWLRQ WR D�WKLUG�SDUW\�WKDW LV�PHQWLRQHG�LQ�WKH�GRFXPHQWV�

��� 7KH�UHODWLRQVKLS�ZLWK ³)UHGGLH�0DF´�DQG�³)DQQLH�0DH´�GRHV QRW�LQFOXGH�VDOH�RI�GHEW�

��� %DVHG� RQ� WKH� DERYH�� WKH� FRPPLWWHH� UHVROXWLRQ� GRHV� QRW� DSSO\� FRQFHUQLQJ� /$5,%$�
5HVLGHQWLDO�)LQDQFLQJ�SURGXFW�

6KDUL¶D�5HIHUHQFHV
��� $O�.DIL�IL�$O�)LTK��,EQ�4XGDPDK�DO�0DTGLVVL ± 6DOH�&KDSWHU��([HPSWLRQ 6HFWLRQ�
��� 'HFLVLRQV�RI�,VODPLF�-XULVSUXGHQFH�DFDGHPLHV�LQ�UHODWLRQ�
��� 6KDUL
D�6WDQGDUGV�IRU�,VODPLF�)LQDQFLDO�,QVWLWXWLRQV��66,),V��LVVXHG�E\�WKH�$FFRXQWLQJ�DQG�

$XGLWLQJ�2UJDQL]DWLRQ�IRU�,VODPLF�)LQDQFLDO�,QVWLWXWLRQV��$$,2),��
��� $O�%DUDND�6KDUL¶D�RSLQLRQV��)DWZD�

5HVSRQVLELOLW\�RI�WKH�0DQDJHPHQW�RQ�6KDUL¶D�&RPSOLDQFH�

��� 7KH�FRPSOLDQFH�UHVSRQVLELOLW\�WR�LPSOHPHQW�WKH�FRQWUDFWV�DQG�WKH�WUDQVDFWLRQV�DFFRUGLQJ�
WR� WKH� SURYLVLRQV� RI� ,VODPLF� 6KDUL¶D� DFFHSWHG� E\� XV� VKDOO� UHVLGH� ZLWK� WKH� FRPSDQ\
PDQDJHPHQW�� � 7KH�PDQDJHPHQW� LV� DOVR� UHVSRQVLEOH� DERXW� WKH� UHTXLUHG� ,QWHUQDO� 6KDUL¶D�
&RQWURO� WR� DVVXUH� WKH� H[HFXWLRQ� RI� WKH� FRQWUDFWV� DQG� WKH� WUDQVDFWLRQV� DFFRUGLQJ� WR� WKH�
SURYLVLRQV�RI�,VODPLF�6KDUL¶D�DFFHSWHG�E\�XV���

5HVSRQVLELOLW\�RI�WKH�6KDUL¶D�$XGLWRU�

��� 2XU� UHVSRQVLELOLW\� LV� OLPLWHG� WR� H[SUHVVLQJ� DQ� LQGHSHQGHQW� RSLQLRQ� DERXW� WKH� FRPSDQ\
FRPSOLDQFH�ZLWK�DFFHSWHG�E\�XV�UXOHV�DQG�SULQFLSOHV�RI�6KDUL¶D�EDVHG�RQ�RXU�DXGLW���:H�
KDYH�FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�VWDQGDUGV�DQG�FULWHULD�LVVXHG�E\�$$2,), DQG�
LQ� DFFRUGDQFH� ZLWK� WKH� LQWHUQDWLRQDO� VWDQGDUGV� RI� DVVXUDQFH� RSHUDWLRQV� LVVXHG� E\ WKH�
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,QWHUQDWLRQDO�$XGLWLQJ�DQG�$VVXUDQFH�6WDQGDUGV�%RDUG� WKDW�ERWK� UHTXLUH� XV� WR� DELGH� E\�
SURIHVVLRQDO�FRGH�RI�HWKLFV�DQG�SODQ�DQG� LPSOHPHQW� WKH�UHTXLUHG�DXGLWLQJ�SURFHGXUHV� WR�
REWDLQ� DOO� LQIRUPDWLRQ�� LQWHUSUHWDWLRQV�� UHSUHVHQWDWLRQV� DQG� DVVXUDQFHV� WKDW� ZH� GHHP�
QHFHVVDU\� WR�SURYLGH�XV�ZLWK�DGHTXDWH�HYLGHQFHV�WR�JLYH�D�UHDVRQDEOH�DVVXUDQFH� WKDW�WKH�
FRPSDQ\ LV�LQ�FRPSOLDQFH�ZLWK�WKH�DFFHSWHG�E\�XV�UXOHV�RI�,VODPLF�6KDUL¶D�

��� $XGLW�SHUIRUPDQFH�LQFOXGHV SURFHGXUHV�WR�REWDLQ�DXGLW�SURYHV�ZLWK UHJDUG�WR WKH�H[WHQW�RI�
FRPSOLDQFH�ZLWK�6KDUL¶D�UXOHV�DQG�SULQFLSOHV�DFFHSWHG�E\�XV��:H�EHOLHYH�WKDW�DXGLWV�FDUULHG�
RXW�E\�XV�SURYLGH�DQ�DSSURSULDWH�EDVLV�WR�JLYH�RXU�RSLQLRQ��

2SLQLRQ�

��� ,Q� RXU� RSLQLRQ�� DOO� FRQWUDFWV�	 WUDQVDFWLRQV H[HFXWHG� E\� /$5,%$ GXULQJ� WKH� ILQDQFLDO�
SHULRG ZHUH�H[HFXWHG�LQ�FRPSOLDQFH�ZLWK�WKH�6KDUL¶D�UXOHV DQG�SULQFLSOHV�DFFHSWHG�E\�XV�

0D\�$OODK¶V�SHDFH��PHUF\�DQG�EOHVVLQJV�EH�XSRQ�\RX�

$EGXOEDUL�0DVKDO��3K�'�
0DQDJLQJ�3DUWQHU
5DTDED�//&


