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7KH LQRWP DIRQ QKLY SUHIP ICDY SURVSHRMY LV QRWFRP SBMW DQG P D\ EH FKDQIHG 7 KHVH VHRXUMAV P D QRWEH VRT XQIDKH UHJ MADURQ
ADWP HQNVIBIG Z W \WH 6 HEXUMIAV DQG ( [ FKDQIH &RP P MRQLY HIHARYH 7KLY SUHIP ICDY SURVSHRMY 1V CRADQ RITHUR VHOQRUGRHV IWHHN DQ
RIHUR EX\ WHVH VHEXUMEV [Q DQ. MUMGARMRQ Z KHUH WH RIHURUVD®! IV GRASHIP IMHG

6 XEMFVWIR & RP SBMRQ ' DWGO0 D\

M BLACKLINE

6 KDUHV
BlackLine, Inc.

&RP P RQ6 \RFN
SHUWKDUH

7KH VHOOLQJ VWRFNKROGHUYV QDPHG LQ WKLV SURVSHFWKV DQ® RW OLHRHX S HWRQX KDURFH R |
VKDUHV RI FRPPRQ VWRFN E\ WKH VHOOLQJ VWRFNKROGHUV

2XU FRPPRQ VWRFN LV OLVWHG RQ WKH 1$6'$4 *OREDO 6HOHFW ODUNHW XQGHU WKH V\PERO
1$6'$4 *OREDO 6HOHFW ODUNHW RQ 0D\ ZDV SHU VKDUH

JROORZLQUHWKQY FRIXU 3ULQFLSDO 6WRFNKROGHUV DV GHILQHG KHUHLQ ZLOO FRQWURO PR
ZLOO FRQWLQXH WR EH D FRQWUROOHG FRPSDQ\ ZLWKLQ WKH PHDQLQJ RI WK HK BRH SHRUHRWH GR(
DGYDQWDJH Rl WKH FRQWUROOHG FRPSDQ\ H[HPSWLRQ

:H DUH DQ HPHUJLQJ JURZWK FRPSDQ\ DV WKDW WHUP LV XVHG LQ WKH -XPSVWDUW 2XU %
ZLWK FHUWDLQ UHGXFHG SXEOLF FRPSDQ\ UHSRUWLQJ UHTXLUHPHQWYV

6HHSLVN )DFWQUW\WJIH WR UHDG DERXW IDFWRUV \RX VKRXOG FRQVLGHU EHIRUH EX\LQJ VKI

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities or passed
upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

3HU6 KDWH 7RIO

3XECE RIHIQ) SUEH

8 QEHZ UMQY GVFRXQINV DQG FRP P MWRQY
3 WRFHHGY \R VHE WRFNKRGHY

6HH WKH VHFWLRQ WLWOHG 8QGHUZULWLQJ IRU D GHVFULSWLRQ RI WKH FRPSHQVDWLRQ S

7R WKH HIWHQW WKDW WKH XQGHUZULWHUV VHOO PRUH WKDQ VKDUHV RI FRPPR!
DGGLWLRQDO VKDUHV IURP WKH VHOOLQJ VWRFNKROICHU ¥ ULLE H QA\HV I HWE KIHQ X\WQ IGIHVU 3 U R
FRPPLVVLRQV

7KH XQGHUZULWHUV H[SHFW WR GHOLYHU WRAHNVKBPDNVRRIJDLQVW SD\PHQW LQ 1HZ <
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BURVSHFWXYV. 6XPPDU\

6XPPDU\ &RQVROLGDWHG )LQDQFLDO 'DWD

5LVN )DFWRUV

6SHFLDO 1RWH 5HJDUGLQJ )RUZDUG /RRNLQJ 6WDWHPHQWYV
_.OQGXVWU\ DOG ODUNHW 'DWD

8VH Rl 3URFHHGYV

ODUNHW 3ULFH RI &RPPRQ 6WRFN

'LYLGHQG 3ROLF\

6HOHFWHG &RQVROLGDWHG )LQDQFLDO 'DWD

0ODQODJHPHQWFXVVLROQO DQG $QDO\VLY RI JLODQFLDO &RQGLWLRQ DQG 5HVXOWYV RI 2SHUDYV
%XVLQHVV

0ODODJHPHQW

([HEXWLYH &RPSHQVDWLRQ

&HUWDLQ 5HODWLRQVKLSVDID®EWORYWHG 3DUW\ 7

3ULQFLSDO DQG 6HOOLQJ 6WRFNKROGHUYV

'"HVFULSWLRQ RI &DSLWDO 6WRFN

6KDUHY (OLJLEOH IRU )XWXUH 6DOH

ODWHULDO 8Q0LWHG 6WDWH¥RBSH UDODEDFR MHRJ G HRXURLRPPRQ 6WRFN

8QGHUZULWLQJ
/HIJDO ODWWHUV

([SHUWV
"KHUHRX &DQ )LQG ORUH ,QIRUPDWLRQ
. OQGH[ WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV )

None of us, the selling stockholders or underwriters have authorized anyone to provide any information or to make any
representations other than those contained in this prospectus or in any free writing prospectuses we have prepared. None of us, the
selling stockholders or underwriters take responsibility for, and can provide no assurance as to the reliability of, any information that
others may give you. This prospectus is an offer to sell only the shares offered hereby, but only under circumstances and in
jurisdictions where it is lawful to do so. The information contained in this prospectus is current only as of its date.

JRU LQYHVWRUV RXWVLGH WKH 8QLWHG 6WDWHV 1RQH RI XV WKH VHOOLQJ VWRFNK
SXEOLHFURRJ RU SRVVHVVLRQ RU GLVWULEXWLRQ RI WKLV SURVSHFWXV LQ DQ\ MXULVGLF'
6WDWHYV 3HUVRQV RXWVLGH WKH 8QLWHG 6WDWHYV ZKR FRPH LOWR SRVVHVVLRQ RI WKLV
UHVWULFWLRQV UHODWLRQD WKRH WKBURMY RI RXU FRPPRQ VWRFN DQG WKH GLVWULEXWLRQ
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PROSPECTUS SUMMARY

7KLV VXPPDU\ KLJKOLJKWY VHOHFWHG LQIRUPDWLRQ RS §KR XODGJUHD\GH WKHHU IR © Q RAZ
ZLWK WKH PRUH GHWDLOHG LQIRUPDWLRQ DSSHDULQJ LQ WKLV SURVSHFWXV LQFOXGL
VHFWLRQV WLWOHG 5LVN )DFWRVNX\D\Q® Q0D QB JHPHOWLY Rl )LQDQFLDO &RQGLWLRQ D(
HOVHZKHUH LQ WKLV SURVSHFWXV EHIRUH GHFLGLQJ ZKHWKHU WR SXUFKDVH VKDUHYV
WHUPV %ODFN/LQH ,QF ZHWKMWRPE®QRXU LQ WKLV SURVSHFWXV UHIHU WR WKH FRQ
FRQVROLGDWHG VXEVLGLDULHYV DV D ZKROH UHIHUHQFHY WR 6LOYHU /DNH 6X PKEGX6 LA
IDNHFHEKQRORJ\ ,QYHVWRUD @&PHUKUHBFHY WR ,FRQLT UHIHU WR DQ\ RUERO QG BRW FRWHE
3DUWQHUVDQG ,FRQLT 6W U D&RH JQ ¥ HB\BWK GHWMHHV HIHU WR 6LOYHU /DNH 6 X PYHRNH U ARG D)
6SDQLFFLDWL FROOHFWLYHO\ DV RXU 3ULQFLSDO 6WRFNKROGHUV

[ S g— S

BlackLine, Inc.

2YHUYLHZ

:H KDYH FUHDWHG D FRPSUHKHQVLYH FORXG EDVHG VRIWZDUH SODWIRUP GHVLJQH
RSHUDWLRQV IRU RUJDQL]DWLRQV RI DOO W\SHV DQG VL]HV 2XU VHFXUH VFDODEOH S(C
FORVH DFFRXQW UHFRQFLOLDWLRQ LQWHUFRPSDQ\ DFFRXQWLQJ DQG FRQWUROV DVV.
HODEOH WKHP WR IXQFWHRHP BR2MWU RXRIXNMOYWRPHUVY WR LPSURYH WKH LOQWHILFLWQ RIL NN
HQKDQFH UHDO WLPH YLVLELOLW\ LQWR WKHLU RSHUDWLRQV

&ULWLFDO DFFRXQWLQJ DQG ILQDQFH SURFHVVHW XQG B Q BILBIOWKHHS RN ¥ MWL XKW\ ORD
DQG ILQDQFH WRROVIEPIH QWVXQ® AXQPEEAIHVRPH SURFHVVHVY DQG LQ VRPH FDVHV I\DFBR[
ZHOO DV PDWHULDO ZHDNQHVVHV DQDBGVIIQR QLDF®D @WWHU BEILNVGIFUNVREHPM 6 Q& DAROL QH Q
HIHFWLYH VROXWLRQV IRU SURFHVVHV KD/QIHIHGE R ® VXHEGSIHB R IE D Q RUFHD @ KDL E F R X Q
LQWHUFRPSDQ\ WUDQVDFWLRQ DFFRXQWLQJ DQG WKH EURDGHU ILQDQFLDO FORVH SUR]J
VIVWHPV ZLWKRXW IR SLOMWAUPQWRHHUDWH WKHP $V D UHVXOW WR PDQDJH WKHVH WD
HUURU SURQH DQG ODERU LQWHQVLYH SURFHVVHV WKDW DUH XQVXLWHG IRU WKH LQF
PDQ\ PRGHUQ EXVH GEHNOLHHW H: WKDW ZH DUH FUHDWLQJ D QHZ FDWHJRU\ Rl SRZHUIXO F
VWUHDPOLQLQJ DFFRXQWLQJ DQG ILQDQFH RSHUDWLRQV LQ D PDQQHU WKDMOERPH
FXVWRPHUV EHQHILW IURP FRVW VDYLQJV WKURXJK LPSURVYRBNOMWYIIWEE WR RQVW P PO D
ILQDQFLDO FORVH

2XU PLVVLRQ LV WR WUDQVIRUP KRZ DFFRXQWLQJ DQG ILQDQFH GHSDUWPHQWV RS}
GRQH WKURXJK EDWFK SURFHVVLQJ DQG PDQXDO FRQWUROV WHDLFBQGD Q BSDQ H® R \||
G\QDPLF ZRUNIORZV HPEHGGHG ZLWKLQ D UHDO WLPH KLJKO\ DXWRPDWHG IUDPHZRUN
HQDE®SIWR GRWEO\WLFV SURYLGHV LQGXVWU\ EHQFKPDUNHG PHWULFVILIFQG QW GBHAK L@
JUHDWHU DFRQWDFRO DQG WH E®OWEBYHQFKH QHHG IRU RXU VRIWZDUH KDV EHHQ GULYH
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LQIRUPDWLRQ WHFKQRORJ\ FRPSOH[LWLHV WUDQVDFWLRQ YROXPHV DQG H[SDQGLQJ U
GDWD IURP PRUHHWHKQW®W (5GM\VWHPV LQFOXGLQJDIHWEXNGWDM ZHDF ON BB\ RWKHU ILQ
DSSOLFDWLRQV VXFK VX E D@ NDIPEMDRXRIGNDWV D ED V H V

H EHOLHYH WKDW ZH KDYH D OHDGLQJ SRVLWLRQ LQ WKH HQKDQFHG ILQDQFLDO H
FRPSDQLHV WR EULQJ VRIWZDUH ZLWK WKLV IXQFWLRQDOLW\ WR PDUNHW DQG Z H GHQ
XV DV D /HDGHU LQ WKH ODJLF 4XDGUDQW IRU )LQDQFLDO &RUSRUDWH 3HUIRUPDQFH 00
WR H[HFXWH $FFRUGLQJ WR D VWXG\ ZH FRPPLVVLRQHG ZLWK J)URVW 6X0OOLYDQ LQ
1RUWK $PHULFD DQG PRUH WKDQ ZRUOGZLGH WKDW DUH LQ RXU DGGUHVVDEOH P
JURVW 6XOOLYDQ WKHVH FRPSDQLHV HPSOR\ RYHU PLOOLRQ DFFRXQWLQJ DQG ILQI
ZKRP FRXOG EH SRWHQWLDO XVHUV Rl RXU VRIWZDUH SODWIRUP %DVHG RQ LWV DVVH
ILQDQFH SHUVRQQHO JOREDOO\ DQG FHUWDLQ DVVXPSWLRQV UHJDUGLQJ SULFLQJ RI R
PDUNHW LQ ZDV ELOOLRQ LQ 1RUWK $PHULFD DQG ELOOLRQ LQ (XURSH $VLD
JOREDO WRWDO DGGUHVVDEOH PDUNHW RI ELOOLRQ E\

:H VHOO RXU VRIWZDUH VROXWLRQV SULPDULO\ WKURXJK RXU GLUHFW VDOHV IRUFK

SURIHVVLRQDO VHUYLFHV ILUPV DQG EXVLQHVV SURFHVV RXWVRXUFHUV WR H[SDQG R
EDVHG ROPQG DQG RRE®HGDQG LV GHVLIQHG WR FDSLWDOL]JH RQ WKH HDVH RI XVH DQG
DQG SULYDWH RUJDQL]DWHRQXPDWK\W RBIOVYOHD/QBFURVY D YDULHW\ RI LQGXVWULHV LQF
WHOHFRPPXQLFDWLRQV ILQDQFLDO VHUYLFHV FRQVXPHU UHWDLO DQG LQGXVWULDO

FXVWRPHUV ZLWK RYHU XVHUV LQ RYHU FRXQWULHV H[FOXVLYH R L WLKRH) DX
FRQWLQXH WR EXLOG VWUDWHILF UHODWLRQVKLSY ZLWK WHFKQRORJ\ YHQGRUV SURIH

H DUH D KROGLQJ FRPSDQ\ DQG FRQGXFW RXU RSHUDW LRQN FW KLLRX 6 KVRMP ¥ K RIDFO
6\WWHPV ,QF IXQGHG LWV EXVLQHVV ZLYWRKNHRX b\ RPGQML D QR P& KL AUBNE ROVYKHCRRZV |
RSHUDWLRQV XQWLO 6HSWHPEHU ZKHQ ZH DFTXLUHG %ODFN/LQH 6\WVWHPV ,QF 0
LOQWHUHVW LQ XV ZKLFK ZH UHIHU WRR UD'MHWKWR 6L GFRXLAMLNH. BRPHUX DQG ,FRQLT FRO(
$FTXLVLWLRQ ZDV DFFRXQWHG IRU DV D EXVLQHVV FRPELQDWLRQ XQGHU DFFRXQWLQJ
*$$3 DQG UHVXOWHG LQ D FKDQJH LQ DFFRXQWLQJ EDVLV DV RI WKH GDWH Rl WKH $

2Q $XIXVW ZH DFTXLUHG 5XQERRNVVRRSODY&HVIEDVHG SURYLGHU RI OLFHQV
VRIWZDUH DQG LQWHJUDWLRQ IRU 6%$3 FXVWRPHUV RU 5XQERRN ZKLFK ZH UHIHU WR D
$FTXLVLWLRQ ZDV WR HQKDQFH RXU SRVLWLRQ DV D OHDGLQJ SURYLGHU RI VRIWZDUH
DQG VHFRQGDULO\ WR VXSSRUW RXU (XURSHDQ H[SDQVLRQ VWUDWHJI\

H KDYH H[SHULHQFHG VLJQLILFDQW UHYHQXH JURZWK DQG DGRSWLRQ RI RXU SOD
DQG ZH KDG UHYHQXHV RI PLOOLRQ D@ G ZHPLOPXRQH & HWHSIM VR IVY/HION\ R |
PLOOLRQ UHVSHFWLYHO\

6HH ,QGXVWU\ DQG ODUNHW 'DWD
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JRU WKH WKUHH PRQWKY HQGHG ODUFK DQG ZH KDG UHYHQXHV RQG Z H PLL@FXU
ORVVHV RI PLOOLRQ DQG 6RHLHD CBLXFP® DW A & RHPARIOYLME@W HG )LQDQF VDOV BXWD/ LRQGD @
Rl )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV Rl 2SHUDWLRQV DQG RWKHU LQIRUPDWLRQ L
SHUIRUPDQFH

AT A A

,QGXVWU\ %DFNJURXQG
$FFRXQWLQJ LV D 8QLYHUVDO DQG OLVVLRQ &ULWLFDO )XQFWLRQ

2UJDQL]DWLRQV QHHG UHOLDEOH ILQDQFLDO LQIRUPDWLRQ WR SODQ DQG H[HFXWH
UHJXODWRU\ DQG ILQDQFLDSHREQGHIMEGRISIU L)\RHW BHIDFRX QWLQJ IXQFWLRQV W\SLFDOO\ U
UHSRUW ILQDQFLDO WUDQVDFWLRQV WKDW DUH FRQ\DFGAMGIRDBE RRARK XWHQ & G REGD @
EDODQFH VKHHW DFFRXQW UHFRQFLOLDWLRQ LQWHUFRPSDQ\ WUDQVDEKWYR @ HDHG RPOXN
WUDFNHG ZLWK VSUHDGVKHHWY WKDW ZHUH PDQXDOO\ UHFRQFLOHG RIQ FL I5GIWLRGE FV K |
HUURU

N7 L ae

ORGHUQ %XVLQHVV LV ,QFUHDVLQJO\ &RPSOH]

2UJDQL]DWLRQV RI DOO VL]HVY DUH RSHUDWLQJ LQ DQ LQFUHDVLQJO\ IDVW PRYLQJ
YHULI\ WUDQVDFWLRQV WKDW RFFXU ERWK ZLWKLQ DQG DFURVV LQWHUQDWLRQDO ERU
OHJDO UHJXODWRU\ DQG WD[ IUDPHZRUNV ,W LV FRPARRQHAW BE ARIUGW ¥ VFRMWWR W DIYE
UHFRUGY DQG WR XVIH QOXQWUIRRW GRILDO DQG RSHUDWLRQDO VI\VWHPV WR VWRUH GDWD

>~ -

7KH 5LVN RI 5HIR@D&ARABO ULD/QFIHIQLILFDQW

B3XEOLF DFFRXQWLQJ IROORZV D YDULHW\ RI UXOHV DQG ULJRURRW YWD RIGHDNG VQMEH
JHRIJUDSKLHVY DQG LQ VRPH FDVHV SURYLGH FRQIOLFWLQJ JXLGDQFH 7KH UHVXOWLQ]
RUJDQL]DWLRQV PDLQWDLQ PRUH WKDQ RQH VHW RI UHFRUGV LQYHVW KHDYLO\ LQ LPS§
DQG WLPH FRQVXPLQJ DXGLWV ,QFRUUHFW ILQDQFLDO LQIRUPDWLRQ FDQ KD YWHUHSBYXHAUID
WR H[SHQVLYH UHPHGLDWLRQ DQG LQYHVWRU ODZVXLWYV

&RPSDQLHV /DFNPFHO3GWLRQDEOH 'DWD IURP 7KHLU $FFRXQWLQJ '"HSDUWPHQWYV

$V FRPSOMUWQ®VDFWLRQ YROXPH DQG UHJXODWRU\ VFUXWLQ\ LQFUHDVH PDQDJHP
LPPHGLDWH LQVLIKW LOQWR WKHLU DFFRXQWLQJ DQG ILQDQFH SURFHVVHV DQG UHVXOW
RXW RI GDMWMHMNLQJ WKIH BDVELOH®N WWRDIHFN DQG DQDO\V]H IOXFWXDWLRQV DQG WUHQGV GH
WUDQVDFWLRQ ULVN SURILOHVY 6XFK ODFN RI YLVLELOLW\ OLPLWY WKH DELOLW\ RI DF}
OHDG WR FRVWO\ HUURUV VXFK DV XQUHFRQFLOHG EDODQFHV RU XQDSSURYHG IXQG W

—

i =
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$FFRXQWLQJ 3URIHVVLRQDOV )DFH &RPSUHVVHG 'HDGOLQHV DQG D +HLJKWHQHG ([SHFV

0DQ\ RUJDQL]DWLRQV DQG SXEOLKBRPASDRRSWH® 3BWWEREBUR]I UHSRUWLQJ ILQD
IROORZLQJ WKHLU TXDUWHU FORVH *LYHQ OLPLWHG UHVRXUFHV DQ DFFHOHRBRWHMEBLWY I
IXQFWLRQ $FFRXQWLQJ SURIHVVLRQDOV DUH H[SHFWHG QRW RQO\ WR DGGUHVV EXVLQ
DFFXUDF\ Rl RSHUDWLQJ UHVXOWVY WR HQVXUH ILQDQFLDO LQWHJULW\

7JUDGLWLRQDO $FFRXQW L QR RQ\R PRHIMEKMDQ G 7

7KH SURFHVVHVY DQG VRIWZDUH VROXWLRQV WUDGLWLRQDOO\ HPSOR\HG E\ DFFRX(
SURYLIGHFWLYH VROXWLRRY JRQHAUEIN UFDPFRXQWLQJ DQG ILQDQFH SURFHVVHV VXFK DV
LOQOWHUFRPSDQ\ WUDQVDFWLRQ DFFRXQWLQJ DQG WKH RYHUDOO PDQDJHPHQW RI WKH |
DUH GHVLJQHG DV EDWFK WUDQVDFWLRQ UHSRVLWRULHV ZLWKRXW WKH DELOLW\ WR F
RUJDQL]DWLRQV XVH PXOWLSOH (53V DQG PDQ\ RWKHU ILQDQFLDO V\VWHDBP WG LDFIURYINOWDK
DFFRXQWLQJ WRROV DUH LQIOH[LEOH H[SHQVLYH WR FRYIIDIXUNXME ZBILQWD DG GOV §
QHZVFDODEOH DFFRXQWLQJ DQG ILQDQFH WRROV WKDW FDQ FRQVXPH DQG SURFHVV FR
WR KDYH D PRUH VWUHDPOLQHG FRQWLQXRXV DSSURDFK WR DFFRXQWLQJ

2XU 6ROXWLRQ

:H SURYLGH D SRZHUIXO FORXG EDVHG VRIWZDUH SODWIRUP WKDW LV GHVLJQHG
7KH NH\ HOHPHQWYV RI RXU VROXWLRQ LQFOXGH

&RPSUHKHQVLYH 3O-DWHRUPQ LQWHJUDWHG VXLWH Rl DSSOLFDWLRQV WKDW GHOLY#
UHTXLUH WKH SXUFKDVH DQG XVH Rl PXOWLSOH SURGXFWV WR VXSSRUW FULWLFDO DF
LQWHUFRPSDQ\ DFFRXQWLQJ DQG FRQWUROV DVVXUDQFH 2XU SODWIRUP FRQVLVWV RI
7DVN ODQDJHBEQWDHFWLRQ ODWFKLQ@WULRREE KD DOWLY &RQVROLGDWLRQ ,QWHJULW\ 00
&XVWRPHUV W\SLFDOO\ SXUFKDVH WKHVH SURGXFWV LQ SDFNDJHV WKDW ZH UHIHU WR
LQGLYL@XNWAHQW VROXWLRQV LQFOXGH RXU 5HFRQFLOLDWLRQ ODQDJHPHQW DQG )LQD

(QWHUSULVH ,QWRXWOSMMARWIRUP LQWHJIJUDWHY ZLWK D ZLGH YDULHW\ RILIHRRX DD (
GDWDEDVHV FXVWRPHU DSSOLFDWLRQV DQG GDWD DQG RYHU (RIUNBPY DROVGLYRERXG L
FRPSDQLHV ZLWK PXOWLSOH V\VWHPY DQG FRPSOH[ QHHGYV ZH FDQ FRQQHFW ZUMWKRDY
PDQ\ RI WKH LVVXHV DVVRFLDWHG ZLWK FRQVROLGDWLQJ GDWD DFURVV VA\VWHPYV

,QGHSHQGHQFHU SODWIRUP LV QRW GHSHQGHQW RQ DQ\ VLQJOH RSHUDWLQJ V\VWH
FXVWRPHUV PD\ XVH 2XU FURVV V\VWHP IXQFWLRQDOLW\ DOORZV XV WR UHDFK D EURD

(DVH Rl 8VH2XU SODWIRUP LV GHVLJQHG E\ DFFRXQWDQWYV IRU DFFRXQWDQWV WR E
SURYLGHV FOHDU YLVXDOL]DWLRQ RI DFFRXQWLQJ DQG ILQDQFH GDWD HQDEOHV XVHU

—
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,QQRYDWLRRU DELOLW\ WR GHYHORS LQQRYDWLYH SURGXFWYV KDV EHHQ D NH\ GUL
DQG FXOWXUH RI WKRXJKW OHDGHUVKLS ZH KDYH FUHDWHG D QHZ FDWHJRU\ Rl SRZHU
DFFRXQWLQJ SURFHVVHV WR EHWWHU PHHW RXU FOLHQWY GLYHUVH DQG UDSLGO\ FKD
VROXWLRQV WR WLPH DQG ODERU LQWHQVLYH DFFRXQWLQJ SUDFWLFHV ([DPSOHV RI U
,QVLIKWYV VROXWLRQV

6HFXULWAN KDYH HPEHGGHG UREXVW VHFXULW\ IHDWXUHV LQ RXU SODWIRUP GHVLJ
VWULQJHQW VHFXULW\ UHTXLUHPHQWY RI RXU FXVWRPHUYV

.H\ % HQHILWYV WR RXU &XVWRPHUYV
2XU SODWIRUP SURYLGHV WKH IROORZLQJ EHQHILWY WR RXU FXVWRPHUYV

JOH[LELOLW\ DQG 6 RXWDXQDILWG FORXG SODWIRUP LV GHVLJQHG IRU PRGHUQ EXVL
DFURVVY ODUJH DQG VPDOO RUJDQKHDSWRWWUQ@ VISERGBWYWWRIPSOH[ FRUSRUDWH VWUXH
ILQDQFLDO V\VWHPV PDQDJHV PXOWLSOH FXUUHQFLHY DQG ODQJXDJHV DQG VFDOHV W

(PEHGGHG &RQWURWODNIODRZ XU SODWIRUP HPEHGYV NH\ FRQWUROV ZLWKLQ VWDQGDU
ZRUNIORZV WR KHOS HQVXUH FRPSOLDQFH ZLWK FRPSOH[ UHJXODWRU\ HQYLURQPHQWWV

5HDO WLPHEROLMWK FRQILIXUDEOH GDVKERDUGY XVHU GHILQHG UHSRUWLQJ DQG
DQG WDVNV ZH SURYLGH XVHUV ZLWK UHDO WLPH YLVLELOLW\ LQWR WKH VWDWXV SUH

$XWRPDWLRQLBIOHQ F\2XU SODWIRUP FDQ LQJHVW GDWD IURP D YDULHW\ RI VRXUFH
UHFRQFLOLDWLRQV MRXUQDOV DQG WUDQVDFWLRQV 7KLV VWUHDPOLQHY DFFRXQWLQ
SURGXFWLYLW\ WR KHOS HQVXUH WKDW DFFRXQWLQJ SURFHVVHV DUH FRPSOHWHG RQ
DGGHG DFWLYLWLHYV LQVWHDG RI SURFHVV PDQDJHPHQW

&RQWLQXRXV 3URFRAHXWISDDWIRUP KHOSV RUJDQL]DWLRQV HPEHG TXDOLW\ FRQWUR
GD\ WRDFFRXQWLQJ SURFHVVHV $FWLYLWLHV VXFK DV DFFRXQW UHFRQFLOLDWLRQ DQ
WKH ULVN RI HUURU DQG FUHDWLQJ D PRUH DJLOH DFFRXQWLQJ HQYLURQPHQW

*URZWK 6WUDWHJ\
2XU SULQFLSDO JURZWK VWUDWHJILHY LQFOXGH WKH IROORZLQJ
&RQWLQXH WR ,QQRYDWH DQG ([SDXUE RELD B D WIAREEFNHM RH REZQJ DSSOLFDWLRQV,

LQWHJUDO WR RXU VXFFHVV DQG ZH LOQWHQG WR FRQWLQXH HIWHQGLQJ WKH IXQFWLR
DFFRXQWLQJ DQG ILQDQFH

(QKDQFH 2XU /HDGHUVKLS 3RVLWLRQ LQ WIKG (QWRHKVSAUR ¥/ H UO 25 B NBHWO DIQGH ZH KDYH I
SRVLWLRQ LQ WKH HQKDQFHG ILQDQFLDO FRQWUROV DQG DRMGE P D WXRW RPHWNW WD BIGWAH
UHFRJQL]HG DV D /HDGHU LQL@KWK*HD 0 WIIHU4XBDSRIDWW IRU )LOQDQFLDO &RUSRUDWH 3HU

6HH ,QGXVWU\ DQG ODUNHW 'DWD

—-— =~ — 7
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BROXWLRQV IRU RXU FRPSOHWHQHVV RHYLYWRIQ ® QR DOEHLOHWD JWRRKMHEXNW®OG : KLVWRU\ R
PDLQWDLQ DQG JURZ RXU OHDGHUVKLS SRVLWLRQ ZLWK HQWHUSULVH PDUNHW FXVWRP
DQQXDO UHYHQXH ,Q DG G P GRRD EMNEWGIMVNE WAKOWK ZH GHILQH DV FRPSDQLHV ZLWK [
DQQXDO UHYHQXH DUH SDUWLFXODUO\ XQGHUVHUYHG DQG WKDW RXU SODWIRUP FDQ H
SURFH V VIHA\L HQ W ON D/DIGYHHBDYH PDGH UHFHQW L QY HRAVGP PIDWNDHWIR JWHRZPROWQG ZH SODQ W
QHWZRUN RI UHVHOPIHG VP DURKHWRZH RXUJOREDO O\

o d

,QFUHDVH &XVWRPHU 6SHQG WKURXJK ([SDQGHG 8VDJH DQG $G B3 UNREJR $GG MPEH
PRGHO DQG EHOLHYH WKHUH LV VLIJQLILFDQW RSSRUWXQLW\ WR LQFUHDVH VDOHV RI R
GHVLJQHG WR DOORZ XV WR FDSWXUH DGGLWLRQDO UHYHQXH DV RXU FXVWRPHUV XVD|
WKH OLIHWLPH YDOXH RI RXU FXVWRPHU UHODWLRQVKLSV

N

([SDQG 2XU ,QWHUQDWLRQDO 2SHUDWLRQV D BIGO&XW\MRP KDW RZRIWKSIMKW VLIQLILFD(
XVH RI RXU FORXG EDVHG SURGXFWYV HRXW Y HGH WK ®E IOW M EHENVBDWHMH QFH LQ $XVWUDO
*HUPDQ@DOD\VLD 1HWKHUODQGV 3RODQG 6LQJDSRUH 6RXWK $IULFD DQG WKH 8QLWH
IRRWSULQW LQ WKHVH DQG RWKHU UHJLRQV

— nJ

(IWHQG 2XU &XVWRPHU 5HODWLRQVKLSV DQG KIVYWH HEXWDLEFOQ \&KHD® YWRNRQJ UHODW |
YHQGRUV VXFK DV 6$3 DQG 1HW6XLWH SURIHVVLR®HOKHHDPGFHV*LDOG EXFK ®HV\HCR R
VXFK DV &RJQL]DQW *HQSDFW IZMHIRELR X, @ FOWMRAKO®IBOH QG\RHEXMBYHBY VROXWLRQ WE
UHODWLRQVKLS ZIQWHRE3 WR FRQWLQXH WR VWUHQJWKHQ DQG H[SDQG RXU H[LVWLQJ U
RXU GLVWULEXWLRQ FKDQQHOV WR KHOS XV H[SDQG LQWR QHZ PDUNHWYV DQG LQFUHD

5LVNMEFWLQJ 8V

2XU EXVLQHVYV LV VXEMHFW WR QXPHURXYVY ULVNV DQG XQFHUWDLQWLHV LQFOXGL(
IROORZLQJ WKLV SURVSHPWXVLYNRPDQUROXGH EXW DUH QRW OLPLWHG WR WKH IROORZ

LI ZH DUH XQDEOH WR DWWUDFW QHZ FXVWRPHUYV DQG H[SDQG VDOHV WR H[LVWL
H[SHFW DQG RXU EXVLQHVV PD\ EH KDUPHG

RXU EXVLQHVY DQG JURZWK GHSHQG VXEVWDQWLDOO\ RQ FXVWRPHUV UHQHZLQJ
FXVWRPHU UHQHZDOV FRRORRGYKNWXHEBG\RDSHUDWLQJ UHVXOWYV

ZH KDYH D KLVWRU\ RI ORVVHV LQ UHFHQW SHULRGM BLH WHUMHDNHQRXRW WHR DE®HHW F
SURILWDELOLW\

ZH KDYH H[SHULHQFHG UDSLG JURZWK DQG RUJDQL]DWLRQDO FKDQJH U FWHFAHHDM
PD\ EH XQDEOH WR H[HFXWH RXU EXVLQHVV SODQ

LI ZH DUH QRW DEOH WR SURYLGH VXFFHVVIXO HQKDQFHPHQWY QHZ IHDWXUHV D
EH DGYHUWH®HDI

ZH GHULYH VXEVWDQWLDOO\ DOO RI RXU UHYHQXHV IURP D OLPLWHG QXPEHU RI
VXFFHVV

~ —
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LI RXU UHODWLRQVKLSYV ZLWK WHFKQRORJ\ YHQGRUV DQG EXVLQHVV SURFHVV RX
KDUPHG

LI RXU VHFXULW\ FRQWUROV DUH EUHDFKHG RU XQDXWKRUL]J]HG RU LQDGYHUWHQ
VROXWLRQV PD\ EH SHUFHLYHG DV LQVHFXUH ZH PD\ ORVH H[LVWLQJ FXVWRPHU
VLIQLILFDQW OLDELOLWLHYV

LOQOWHUUXSWLRQV RU SHUIRUPDQFH SUREOHPY DVVRFLDWHG ZLWK RXU V RHWW DRI
EXVLQHVV DQG RSHUDWLQJ UHVXOWYV DQG

LI RXU VRIWZDUH FRQWDLQV VHULRXVY HUURUV RU GHIHFWYVY ZH PD\ ORVH UHYHQX
VHWWOH SURGXFW OLDELOLW\ FODLPV

,QYHVWPHQW E\ 6LOYHU /DNH 6XPHUX DQG ,FRQLT

H RSHUDWHG DV %ODFN/LQH 6\WVWHPV ,QF ZKLFKURI® UHIKQWLRODOHSWHPBHHGHFH
%ODFN/LQH ,QF ZKLFK ZH UHIH W FTX IDUWHW® K40 BRKRAHH BWWHPY ,QF LQ FRQQHFW
6XFFHVVRU ZDV FUHDWHG IRU WKH VROH SXUSRVH RI DFTXLULQH WHIHBUKHR IBEBY ¥R U DN]
,FRQLT FROOHFWLYHO\ DV RXU ,QYHVWRUV DQG LQ FRQQHFWLRQ ZLWK WKH $FTXL

$IWHU JUWERJ MIRHUKOW RRXU ,QYHVWRUV ZLOO EHQHILFLDOO\ RZQ DSSUR[LPDWHO\
VWREN RU RI RXU LVVXHG DQG RXWVWDQGLQJ FRPPRQ VWRFN DVVXPLQJ IXO(
VKDUHV  $1W HKFINL WL RRAMIOW RIKXMNHAREK G & KLHI ([HERMRMQYGI ®DULR 6SDQLFFLDWL RIXAHZALQ
EHQHILFLDOO\ RZQ DSSUR[LPDWHO\ DQG RI RXU LVIWUHG DQG RX VY ®f
RI RXU LVVXHG DQG RXWVWDQGLQJ FRPPRQ VWRFN DVVXPLQJ IXO0 H[HUFLVH RI WKH X

3UHVHQWDWLRQ RI 2XU )LQDQFLDO 6WDWHPHQWYV

7KH $FTXLVLWLRQ ZDV DFFRXQWHG IRU DV D EXKLBK WHF¥RO RHLD M. DQFXQGHH |
WKH GDWH RI WKH $FTXLVLWLRQ $V D UHVXOW RXU FRQVROLGDWHG ILQDQFLDO VW
GLHUHQW EDVLV WKDQ WKDW IRU WKH SHULRGYV EHIRUH 6HSWHPEHU GXH WR WKH
DQG WKHUHIRUH DUH GHRWHFIRP S\DRJ WEKGHSHULRG IURP -DQXDU\ WR 6HSWHPEHU
SHULRG IURP 6HSWHPEHU WR 'HFHPEHU DV WKH 6XFFHVVRU 3HULRG 3O0H
RQ SDJH RI WKLV SURVSHFWXV IRU IXUWKHU LQIRUPDWLRQ

&RUSRUDWH ,QIRUPDWLRQ

:H ZHUH LQFRUSRUDWHG LQ 'HODZDUH LQ $XJIXVW 2Q 6HSWHPEHU 6 &RUZRIUDR

LQFRUSRUDWHG LQ 0D\ DQG 6LOYHU /DNH 6XPHUX DQG ,FRQLT DFTXHUFRP B CFHRQ MG R
SXEOLHFURRJ LQ 1RYHPEHU DQG RXU FRPPRQ VWRFN LV OLVWHG RQ WKH 1$6'$4 *ORE
H[HFXWLYHHRIDUH ORFDWIR® DWW %R X®HYMREBRGODQG +LOOV &DOLIRUQLD RXU WHO

DQG RXU PDLQ FRUSRUDRGIDEFMNBVLIQMHFRY ZZZIRUPDWLRQ FRQWDLQHG RQ RU WKD

NY

=
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GRHVY QRW FRQVWLWXWH D SDUW RI WKLV SURVSHFWXV RU WKH UHJLVWUDWLRQ VWDWH
UHIHUHQFH KHUIMMH LOQFOXGHG RXU ZHEVLWH DGGUHVY LQ WKLV SURVSHFWXV VROHO\ |
LQIRUPDWLRQ FRQWDLQHG RQ RU WKDW FDQ EH DFFHVVHG WKURXJK RXU ZHEVLWH DV
RXU FRPPRQ VWRFN

7KH QDPHV %ODFEN/LQH %ODFN/LQH 6\VWHPV ,QWHUFRPSDQ\ +XE DQG RXU OR
WUDGHPDUNY DQG WUDGH QDPHV RI RWKHU EXVLQHVVHV WKB VK DYH R\WPH KV B@ESWHHIALR Q
DV DSSOLFDEOH IRU WKH WUDGHPDUNYV ZH QDPH LQ WKLV SURVSHFWXV

H DUH DQ HPHUJLQJ JURXZWKHFRPISGQQ WKH -XPSVWDUW 2XU %XVLQHVV 6WDUWXS|
WR FRPSO\ ZLWK FHUWDLQ UHGXFHG SXEOLFHFRPGO QAHPIDSRUMQ. QH PHHTIX IQU HFURZWAK E R P

L WKH ODVW GD\ RI WKH ILVFDO \HDU IROORZLQJ WKH ILIWK HDW®LY HUL DWK R IOW K M/ FERH !

\HDU LQ ZKLFK RXU DQQXDO JURVV UHYHQXH LV ELOOLRQ RU PRUH LLL WKH GDWH
LVVXHG PRUH WKD@RQ FIROQ)XIIBHWWEWHIFXULWLHY RU LY WKH GDWH RQ ZKLFK ZH DUH GH
GHILQHG LQ WKH ([AKDKIHU $WR WKH -XPSVWDUW 2XU %XVLQHVV 6WDUWXSV $FW RI K

HPHUJLQJ JURZWK FRPSDQ\ DUH LQWHQGHG WR KDYH WKH PHDQLQJ DVVRFLDWHG ZLW

AT
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THE OFFERING

&RPPRQ VWRFNHWRGEH\RWKH VHOOLQJ 6KDUHV RU 6KDUHV LI WKH XQGHUZU
VWRFNKROGHUYV DGGLWLRQDO VKDUHV LQ IXOO

&RPPRQ VWRFN WR EH RXWVWDQGLQJ LPFKRIDALHDWHO\ DIWHU
WKLWHRLQJ

2SWLRQ WR SXUFKDVH DGGLWLRQDO VIGKBEDHWWRI FRPPRQ
VWRFN IURP WKH VHOOLQJ VWRFNKROGHUV

8VH RI SURFHHGYV :H ZLOO QRW UHFHLYH DQ\ SURFHHGV IURP WKH VDOH
VWRFNKROGHUV

5LVN IDFWRUYV 6HH 5LVN )DFWRUV DQG RWKHU LQIRUPDWLRQ LQFOXG
IDFWRUV \RX VKRXOG FDUHIXOO\ FRQVLGHU EHIRUH GH
VWRFN

&RQWUROOHG FRPSDQ\ JROORZLQUHWKQY RIXU 3ULQFLSDO 6WRFNKROGHUV ZLO|

RI WKH FRPELQHG YRWLQJ SRZHU RI RXU FRPPRQ VWRH
FRQWUROOHG FRPSDQ\ ZLWKLQ WKH PHDQLQJ RI WKH
1$6'$4 6WRFN ODH MIWH:HOHFWHG QRW WR WDNH DGYD
FRPSDQ\ H[HPSWLRQ

1$6'$4 *OREDO 6HOHFW ODUNHW V%?ERO

7KH QXPEHU RI VKDUHV RI RXU FRPPRQ VWRFN WKDMQ Z LQ/OEBN RXWQWDQGLQY IODW Hf\
VWRFN RXWVWDQGLQJ DV RI ODUFK DQG H[FOXGHYV

VKDUHV RI RXU FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI RSWLRQYV
VKDUHV RI RXU FRPPRQ VWRFN RXWVWDQGLQJ DV RI ODUFK ZLWK D ZHLJKW

VKDUHV RI RXU FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI RSWLRQV
FRPPRQ VWRFN RXWVWDQGLQJ DV RI ODUFK ZLWK D ZHLJKWHG DYHUDJH H]|

VKDUHV RI RXU FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI ZDUUDQW
DV RI ODUFK ZLWK DQ H[HUFLVH SULFH RI SHU VKDUH DQG

VKDUHV RI RXU FRPPRQ VWRFN UHVHUYHG IRU IXWXUH LVVXDQFH XQGHU R
RSWLRQV WR SXUFKDVH DQ DJJUHJDWH RI VKDUHV Rl RXU FRPPRQ VWRFN Z
VKDUH ZHUH JUDQWHG DIWHU O0DUFK XQGHU RXU 30DQ 2XU 30DQ DO
QXPEHU RI VKDUHV UHVHUYHG XQGHU RXU 30DQ DV PRUH IXOO\ GHVFULEHG L
30DQV

bl

([FHsSwW DV RWKHUZLVH LQGLFDWHG DOO LQIRUPDWLRQ LQ WKLV SURVSHFWXV DVV
QR H[HUFLVH RI RXWVWDQGLQJ RSWLRQV RU ZDUUDQWYV VXEVHTXHQW WR ODUFK
QR H[HUFLVH E\ WKH XQGHUZULWHUV RI WKHLU RSWLRQ WR SXUFKDVH DGGLWLRQ
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SUMMARY CONSOLIDATED FINANCIAL DATA

7KH IROORZLQJ WDEOHV VXPPDUL]H RXWRERQOR®IGE DWHG WIQAD/QFXPPDEDWRQVYROLG[
RXU ODQDJMPHIFWVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV RI 2S
UHODWHG QRWHV LQFOXGHG HOVHZKHUH LQ WKLV SURVSHFWXYV

—

2Q 6HSWHPEHU ZH DFTXLUHG %ODFN/LQH 6\VWHPV ,QF ZKLFK ZH UBFAXIWRY
ZH KDG QR VLJQLILFDQW RSHUDWLRQV $V D UHVXOW WKH FRQVROLGDWHG ILQDQFLDO
DUH SUHVHQWHG DV %ODFN/LQH 6\VWHPV ,QF ZKLFK ZH UHIHU WR DV WKH 3UHGHFHV
,QF ZKLFK ZH UHIHU WR DV WKH 6XFFHVVRU 7KH 6XFFHVVRU ILQDQFLDO VWDWHPHQV
$FTXLVLWLRQ DQG WKHUHIRUH DUH QRW FRPSDUDE O HHWR MAKIHW3RJ MVKHHF SNV RRIGI L Q R B F DD
6HSWHPEHU DV WKH 3UHGHFHVVRU 3HULRG DQG WKH SHULRG IURP 6HSWHPEHU
3HULRG

= =

7KH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV GDWD IRU WKH \HDUV HQGHG 'H
VKHHW GDWD DW '"HFHPEHU DQG DUH GHULYHG IURP DQG TXDOLILHG E\ UHIHU
HOVHZKHUH LQ WKLV SURVSHFWXV 7KH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV
FROQVROLGDWHG EDODQFH VKHHW GDWD DV RI ODUFK DUH GHULYHG IURP WKH XQ
LQFOXGHG HOVHZKHUH LQ WKLY SURVSHFWXV 7KH FRQVROLGDWHG EDODQFH VKHHW G
VWDWHPHQWY QRW LQFOXGHG LQ WKLV SURVSHFWXV 7KH FRQVROLGDWHG VWDWHPHQV
FRQVROLGDWHG EDODQFH VKHHW GDWD DV RI '"HFHPEHU DUH GHULYHG IURP WKH
LQFOXGHG LQ WKLV SURVSHFWXV 7KH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV (
ILQDQFLDO VWDWHPHQWY RI WKH 3UHGHFHVVRU QRW LQFOXGHG LQ WKLV SURVSHFWXV
KDYH EHHQ SUHSDUHG RQ WKH VDPH EDVLVY DV RXU DXGLWHG FRQVROLGDWHG ILQDQFLE
DGMXVWPHQWY ZKLFK FRQVLVW RQO\ RI QRUPDO UHFXUULQJ DGMXVWPHQWY QHFHVVD
ILQDQFLDO VWDWHPHQWY 2XU KLVWRULFDO UHVXOWY DUH QRW QHFHVVDULO\ LQGLFDW

J
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&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV 'DWD

Three Months

Ended Year Ended 2013 2013
March 31, December 31, Successor Predecessor
2017 2016 2016(1) 2015 2014 Period Period

S5HYHQXHV
6XEVFULSWLRQ DQG VXSSRUW
B3URIHVVLRQDO VHUYLFHV

(in thousands, except per share data)

7TRWDO UHYHQXHV

&RVW RI UHYHQXHV
6XEVFULSWLRQ DQG VXSSRUW
BURIHVVLRQDO VHUYLFHYV

7TRWDO FRVW RI UHYHQXHYV

*URVV SURILW

2SHUDWLQJ H[SHQVHV
6DOHYV DQG PDUNHWLQJ
SHVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH

7TRWDO RSHUDWLQJ H[SHQVHYV

/IRVV IURP RSHUDWLRQV

2WKHU H[SHQVH

,QWHUHVW LQFRPH H[SHQVH QHW

&KDQJH LQ IDLU YDOXH RI WKH FRPPRQ VWRFN ZDUUDQW OLDELOLW\

2WKHU H[SHQVH QHW

/IRVV EHIRUH LQFRPH WD[HV
%HQHILW IURP LQFRPH WD[HV

1HW ORVV

1HW ORVV SHU VKDUH EDVLF DQG GLOXWHG

:HLJKWHG DYHUDJH FRPPRQ VKDUHV RXWVWDQGLQJ

EDVLF DQG GLOXWHG

2Q $XJIXVW
LQFOXGHG LQ RXU FRQVROLGDWHG UHVXOWYV RI
HOVHZKHUH LQ WKLV SURVSHFWXV

Three Months

ZH FRPSOHWHG WKH 5XQERRN $FTXLVLWLRQ 7KH 5XQERRN $FTXLVLWLRQ KDV EHHQ DFFRX

RSHUDWLRQV IRU WKH SHULRG VXEVHTXHQW WR WKH DFTXL

7KH IROORZLQJ WDEOH SUHVHQWY VWRFN EDVHG FRPSHQVDWLRQ LQFOXGHG LQ HDFK UHVSHFWLYH H[SHQVH

Ended Year Ended
March 31, December 31, 2013 2013
2017 2016 2016 2015 2014 Successor Period Predecessor Period

&RVW RI UHYHQXHV

6DOHV DQG PDUNHWLQJ
S5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH

(in thousands)
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7KH IROORZLQJ WDEOH SUHVHQWY WKH DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWY LQFOXGHG LQ HDFK UHVSHF

Three Months

Ended Year Ended
March 31, December 31, 2013 2013
2017 2016 2016 2015 2014 Successor Period Predecessor Period

(in thousands)
&RVW RI UHYHQXHV

6DOHV DQG PDUNHWLQJ
*HQHUDO DQG DGPLQLVWUDWLYH

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFOXGH LQFUHDVHV LQ IDLU YDOXH RI FRQWLQJHQW FRQVLGHU

0DUFK DQG DQG WKH \HDUV HQGHG 'HFHPEHU DQG DDQBFUHDWHVIS® FBMLY FOOXH RI FRQWLQJHQW FR
HQGHG "HFHPEHU

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFOXGH DFTXLVLWLRQ UHODWHG FRVWY WRWDOLQJ PLOOLR
6XFFHVVRU 3HULRG DQG WKH BUHGHFHVVRU 3HULRG UHVSHFWLYHO\

&RQVROLGDWHG %DODQFH 6KHHW 'DWD

As of March 31, As of December 31,
2017 2016 2016 2015 2014 2013
(in thousands)

&DVK DQG FDVK HTXLYDOHQWYV

ODUNHWDEOH VHFXULWLHYV

7ZRWDO DVVHWYV

'"HIHUUHG UHYHQXH

'"HIHUUHG UHYHQXH QRQFXUUHQW

&DSLWDO OHDVH REOLJDWLRQV QHW RI FXUUHQW SRUWLRQ
/RQJ WHUP GHEW

7ZRWDO VWRFNKROGHUV HTXLW\

Key Metrics

:H UHJXODUO\ UHYLHZ D QXPEHU RI PHWULFV LQFOXGLQJ WKH IROORZLQJ NH\ PHW
LGHQWLI\ VHBEMWQ Q@Y RXKU EXVLQHVYV IRUPXODWH ILQDQFLDO SURMHFWLRQV DQG PDNH VW
LPSDFW RI WKH 5XQERRN $FTXLVLWLRQ

Three Months Ended
March 31, Year Ended December 31,
2017 2016 2016 2015 2014 2013
'ROODU EDVHG QHW UHYHQXH UHWHQWLRQ UDWH
1XPEHU RI FXVWRPHUV DV RI HQG RI SHULRG

1XPEHU RI XVHUV DV RI HQG RI SHULRG

JRU DGGLWLRQDO LQIRUPDWLRQ UHIHU WR 6HOHFWHG &RQVROLGDWHG )LQDQFLDO

EQR
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Non-GAAP Financial Measures

,Q DGGLWLRQ WR RXU UHVXOWV GHWH WRL @ H G LRI FASRRB-GIVQAHH ¥ LEWHKO RSB D UH XV HI X
LQYHVWRUV LQ HYDOXDWLQR®@X$SBODE@QHWVO PKBVHUHY DUH XVHIXO EHFDXVH WKH\ SUF
RXU SDVW SHUIRUPSQEFHR GDWECEMADRID/ RQV Rl RSHUDWLRQV DQG IDFLOLWDWH FRPSDU
ZKLFK XVH YRPL'GHBBQDQFLDO PHDVXUHV WR VXSSOHPHQW WKHLU *$$3 UHVXOWYV

Three Months
Ended March 31, Year Ended December 31,
2017 2016 2016 2015 2014 2013
(in thousands, except percentages)

1RQ *$$BHYHQXHYV
1RQ *$$8URVV 3URILW
1RQ *$$8URVV 0DUJLQ
1RQ *$$BHW /RVV

JRU DGGLWLRQDO LQIRUPDWLRQRIQ TS RXQWD QI E R Q FRIOD D XWULHRMI VRRV R$ $BHOHFWHG &RQ\
'DWD 1RQ *$4DQFLDO OHDVXUHYV
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RISK FACTORS

,QYHVWLQJ LQ RXU FRPPRQ VWRFN LQRROWHR/XD K IFIKU 8 XIQVGI\HFRIQWILYGM U<sWKH IROORZI
LQIRUPDWLRQ FRQWDLQHG LQ WKLV SURVSHFWXV LQFOXGLQJ RXU ILQDQFLDO VWDWHPH(
VWRFN $Q\ RI WKH IROORZLQJ ULVNV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU
WKH WUDGLQJ SULFH RI RXU FRPPRQ VWRFN WR GHFOLQH ZKLFK ZRXOG FDXVH \RX WR O}

Risks Related to Our Business and Industry

,| ZH DUH XQDEOH WR DWWUDFW QHZ FXVWRPHUV DQG H[SDQG VDOHV WR H[LVWLQJ FXVW
DQG RXU EXVLQHVV PD\ EH KDUPHG

2XU IXWXUH JURZWK GHSHQGV LQ SDUW XSRQ LQFUHDVLQJ RXU FXVWRPHU EDVH 2XL
GHSHQG LQ ODUJH $BEWL Y-SRV W IRH RXU VD ORVW\W GE R WY NGIR\PLHQIWH.IF D O:®i\ DI GK D @ AFHRO@\D.
DWWUDFWLQJ D SRWHQWLDO FOLHQW WKDW KDV DOUHDG\ LQYHVWRG %X EWMRDW DD LSHY
EXVLQHVV DV VXFK RUJDQL]DWLRQV PD\ EH UHOXFWDQW RU XQZLOOLQJ WR LQYHVW LQ C
WKRVH FXVWRPHU UHODWLRQVKLSY RXU UHYHQXHV ZLOO JURZ PRUH VORZO\ WKDQ H[SHI

2XU IXWXUH JURZWK DOVR GHSHQGVY XSRQ RXU DELOLW\ WR DGG XVHUV DQG VHOO D¢
IXWXUH JURZWK RI RXU EXVLQHVV WKDW RXU H[LVWLQJ FXVWRPHUV PDNH DGGLWLRQDO \
SODWIRUP 2XU EXVLQHVV DOVR GHSHQGY RQ UHWDLQLQJ H[LVWLQJ FXVWRPHUV ,I ZH GF
SURGXFWV RU ZH GR QRW DGG DGGLWLRQDO XVHUV WR RXU SODWIRUP RXU UHYHQXHV P
$GGLWLRQBFOBDVLQJ LQFUHPHQWDO VDOHV WR RXU FXUUHQWIRXWNVRW KDWE DWH R\DD U TKH
PDQDJHPHQW 7KHUH FDQ EH QRIPWW X UZRXFHG WHKDAX RW UL GIILQFUHDVHG VDOHV WR H[LVWLC

2XU EXVLQHVV DQG JURZWK GHSHQG VXEVWDQWLDOO\ RQ FXVWRPHUYV UHQHZLQJ WKHLU \
FXVWRPHU UHQHZDOV FRHFG& RXWUHIXWHDOIHDRSHUDWLQJ UHVXOWYV

2XU LQLWLDO VXEVFULSWLRQ SHULRG IRU WKH PDMRULW\ Rl RXU FXVWRPHUV LV RQH
LPSRUWDQW WKDW RXU H[LVWLQJ FXVWRPHUV UHQHZ WKHLU VXEVFULSWLRQ DJUHHPHQW
LQFOXGH DXWRPDWLF UHQHZDO ODQJXDJH RXU FXVWRPHUV PD\ FDQFHO WKHLU DJUHHPH
PD\ UHQHZ IRU IHZHU XVHUV UHQHZ IRU VKRUWHU FRQWUDFW OHQJWKY RU UHQHZ IRU IH
RU IOXFWXDWH DV D UHVXOW RI D YDULHW\ Rl IDFWRUV LQFOXGLQJ WKHLU VDWLVIDFWLF
SULFLQJ VWUXFWXUH WKH SULFLQJ RU F D-SIDHEG CEL VRIXHLV FARI PSS BHRIEANXWVRRW HRRBRGHR B Y. E FFHR/QRSIL W L
RXU FXVWRPHUV VSHQGLQJ OHYHOV $V WKH PDUNHWYV IRU RXU H[LVWLQJ VROXWLRQV PI
VHUYLFHV WKDW FRPSHWH ZLWK RXUV ZH PD\ H[SHULHQFH SULFLQJ SUHVVXUH DQG EH X
QHZ FXVWRPHUV DW SULFHV WKDW DUH SURM WD ESRYWFRE GM WIKWWLXHZBERIXOW RK R F FEXW S UFIKF
LQFHQWLYHV RU UHGXFH RXU SULFHV ,I RXU FXVWRPHUV GR QRW UHQHZ WKHLU DJUHHPF
GHFOLQH
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:H KDYH D KLVWRU\ RI ORVVHV LQ UHFHQW SHULRGV D QIG-ZHQPD \UG R WQEHH DNERD B KR HIHHD R U

H KDYH LQFXUUHG QHW ORVVHV LQ UHFHQW SHULRGV LQFOXGLQJ PLOOLRQ DQ
UHVSHFWLYGIO\ PLOOLRQ IRU WKH WKUHH PR QWKIVGHRG G FXORMEKDWHG GHILFLW RI HP L
PD\ QRW EH DEOH WRFLHQMUDWHHDXIH WR DFKLHY H:HD QG WR WNTH FOVSRIRULMROELD WR LQFUHI
FRQWLQXH WR H[SHQG VXEVWDQWLDO ILQDQFLDO DQG RWKHU UHVRXUFHV RQ

GHYHORSPHQW RI RXU FORXG EDVHG SODWIRUP LQFOXGLQJ LQYHVWPHQWY LQ UHYV
DQG IXQFWLRQDOLW\ RI RXU VRIWZDUH VROXWLRQV DQG LPSURYHPHQWYVY WR WKH V

VDOHVY DQG PDUNHWLQJ LQFOXGLQJ H[SDQVLRQ RI RXU GLUHFW VDOHV IRUFH DQG
ILUPV EXVLQHVV SURFHVV RXWVRXUFHUV DQG UHVHOOHUYV

DGGLWLRQDO LOQWHUQDWILRWOQD WR[SQRYHBQHLRXNQFKVNWRPHU EDVH DQG VDOHV DQC
JHQHUDO DGPLQLVWUDWLRQ LQFOXGLQJ OHJDO DFFRXQWLQJ DQG RWKHU H[SHQV}

7TKHVH LQYHVWPHQWY PD\ QRW UHVXOW LQ LQFUHDVHG UHYHQXH RU JURZWK RI RXU
DFKLHYH RU VXVWDLQ SURILWDELOLW\

:H KDYH H[SHULHQFHG UDSLG JURZWK DQG RUJDQL]DWLRQDO FKDQJH LQ UHFHRMW. ZHHOPRR{
EH XQDEOH WR H[HFXWH RXU EXVLQHVV SODQ

:H LQFUHDVHG RXU QXPEHU RI IXOO WLPH HPSOR\HHV IURP DV RI '"HFHPEHU
JURZWK LQ QXPEHU RI FXVWRPHUV DQG H[SDQGHG RXU RSHUDWLRQV 2XU JURZWK KDV S¢
PDQDJHULDO DGPLQLVWUDWLYH RSHUDWLRDDQWH®Q@® WR DXU\DRIGURMEDQ & RXRXKHFBEFR )
GRPHVWLFDOO\ DQG ZLQMKHOR MW VRQDQOK WKDW RXU EXVLQHYV\&RQWLHYL@IHWA G 0 HIRQAV D
DQG PDQDJLQJ D JHRJUDSKLFDOO\ GLVSHUVHG ZRUNIRURMK V¥ L &/ K D TXCLRIFD WX ROWRIQYADLADYCL
DQG VLJQLILFDQW DGGLWLRQDO LQYHYWEPO EW UG TRMW HQ | WRVMRIXVFMQOXIHO O\ LPSURYH RXLU
FRQWUROV DQG RXU UHSRUWLQJ SURFHGXUHN FINQ@ KOF R ARG E)H EUA/MEY WEHBK OW\HR | R
RYHUDOO EXVLQHVV ,Q DGGLWLRQ ZH PD\ EH KRDECHD WRQPW K B JIK R X U HH [BKIQAKH R DH 1Q HJ D
RU RSHUDWLQJ H[SHQVHV LQ DRV ISRWKEZH XDIDA WRADMDUH RXU DQWLFLSDWHG JURZWK DC
NH\ DVSHFWV RI RXU FRUSRUDWH FXOWXUH WKH IHXDIOLAK\ RR XRXE HREBNERYH GRIDXGV DRV U
KDUP RXU DELOLW\ WR UHWDLQ DQG DWWUDFW FXVWRPHUV

2XU TXDUWHUO\ UHVXOWYV PD\ IOXFWXDWH DQG LI ZH IDLO WR PHHW WKH H[SHFWDWLRQV
LOQOYHVWPHQW FRXOG GHFOLQH VXEVWDQWLDOO\

2XU TXDUWHUO\ ILQDQFLDO UHVXOWYV PD\ IOXFWXDWH DV D UHVXOW RI D YDULHW\ RI
ILQDQFLDO UHVXOWY IDOO EHORZ WKH H[SHFWDWLRQV RI LQYHVWRUV RU DQ\ VHFXULWLF
GHFOLQH VXEVRVMDHQRILWEEB\LPSRUWDQW IDFWRUV WKDW PD\ FDXVH RXU UHYHQXH RSHUDV
TXDUWHU LQFOXGH

RXU DELOLW\ WR DWWUDFW QHZ FXVWRPHUVY DQG UHWDLQ DQG LQFUHDVH VDOHV W
WKH QXPEHU RI QHZ HPSOR\HHVY DGGHG
WKH UDWH RI HISDQVLRQ DQG SURGXFWLYLW\ RI RXU VDOHV IRUFH



Table of Contents

FKDQJHV LQ RXU RU RXU FRPSHWLWRUV SULFLQJ SROLFLHYV

WKH DPRXQW DQG WLPLQJ RI RSHUDWLQJ FRVWY DQG FDSLWDO H[SHQGLWXUHV UHC
QHZ SURGXFWV IHDWXUHV RU IXQFWLRQDOLWLHY LQWURGXFHG E\ XV DQG RXU FRF
VLIQLILFDQW VHFEXULW\ BURDPGWHWVWHFKQWHNQ XGIWLRQV WR RXU SODWIRUP

WKH WLPLQJ RI FXVWRPHU SD\PHQWY DQG SD\PHQW GHIDXOWYV E\ FXVWRPHUYV

JHQHUDO HFRQRPLF FRQGLWLRIG¥WKDWKRHU RBEY HXWAVRPHIUV DELOLW\ RU ZLOOLQ.
VHUYLFHVY GHOD\ D SURW SKRW KDN LRXV @IRFMVULARY \WRBRPHU UHWHQWLRQ

FKDQJHV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWHYV
WKH LPSDFW RI QHZ DFFRXQWLQJ SURQRXQFHPHQWYV DQG
WKH WLPLQJ DQG WKH DPRXQW RI JUDQWY RU YHVWLQJ RI HTXLW\ DZDUGV WR HPS(

0DQ\ RI WKHVH IDFWRUV DUH RXWVLGH Rl RXU FRQWURO DQG WKH RFFXUUHQFH RI R
FDVK IORZV WR N UXXFIG HZOA E HTXICHMWHHW KRR PSDWWWRIQV RI RXU UHYHQXH RSHUDWLQJ Uk
PHDQLQJIXO DQG VKRXOG QRW EH UHOLHG XSRQ DV DQ LQGLFDWLRQ RI IXWXUH SHUIRUPI

,] ZH DUH QRW DEOH WR SURYLGH VXFFHVVIXO HQKDQFHPHQWY QHZ IHDWXUHYV RU PRGLI
DGYHUVHIWHG

.| ZH DUH XQDEOH WR SURYLGH HQKDQFHPHQWY DQG QHZ IHDWXUHV IRU RXU H[LVWL
WKDW NHHS SDFH ZLWK UDSLG WHFKQRORJLFDO GHYHORB/PH® WAK HR ¥ ¥ FEXWIVQ RNV M GFKRXQFH
VROXWLRQV GHSHQGY RQ VHYHUDO IDFWRUV LQFOXGLQJ WLPH®\PPRPB FRWYUWRQ XHQWR PG
H[SHFWDWLRQV DQG UHTXLUHPHQWYV RI RXU FXVWRPHUV DQG EHFDXVH RXU SODWIRUP L)\
FRQWLQXRXVO\ PRGLI\ DQG HQKDQFH RXU VROXWLRQV WR NHHS SDFH ZLWK FKDQJHV LQ |
EURZVHU DQG GDWDEDVH WHFKQRORJLHV 2XU SODWIRUP LV DOVR GHVLJQHG VDR GRUW i&.DU
DQG ZLOO UHTXLUH PRGLILFDWLRQV DQG HQKDQFHPHQWY DV WKHVH V\VWHPIWFWKDQH &\RM
SODWIRUPY DQG WHFKQRORJLHYV FRXOG UHGXFH WKH GHPDQG IRU RXU VROXWLRQV RU UF
WLPLQJ DQG QDWXUH RI QHZ VROXWLRQV RU WHFKQRORJLHY RU PRGLILFDWLRQV WR H[L'
GHYHORSPHQW H[SHQVHV ,I ZH DUH QRW VXFFHVVIXO LQ GHYHORSLQJ PRGLILFDWLRQV D
PDUNHW LQ D WLPHO\ IDVKLRQ RXU VROXWLRQV PD\ EHFRPH OHVV PDUNHWDEOH OHVV F
LPSDLUHG DQG RXU EXVLQHVMFRX®@G EH DGYHUVHO\ DI

:H GHULYH VXEVWDQWLDOO\ DOO RI RXU UHYHQXHV IURP D OLPLWHG QXPEHU RI VRIWZDL
VXFFHVV

*H FXUUHQWO\ GHULYH DQG H[SHFW WR FRQWLQXH WR GHULYH VXEVWDQWLDOO\ DOC
5HFRQFLOLDWLRQ ODQDJHPHQW VROXWLRQV $V VXFK WKH FRQWLQXHG JURZWK LQ PDUN
KDYH UHFHQWO\ LQWURGXFHG WZR QHZ VRIWZDUH VROXWLRQV ,QWHUFRPSDQ\ +XE DQG
UHYHQXHV ,Q DGGLWLRQ WKRVH VROXWLRQV DUH GHVLJQHG WR EH XVHG ZLWK RXU )LQI
DQG ZLOO QRW EH VR®BFRUGHRRHQEX\OVOBWY DQG ILQDQFLDO UHVXOWY ZLOO EH VXEVWDC(
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,] RXU UHODWLRQVKLSV ZLWK WHFKQRORJ\ YHQGRUV DQG EXVLQHVV SURFHVV RXWVRXUF
KDUPHG

:H GHSHQG RQ DQG DQWLFLSDWH WKDW ZH ZLOO FRQWLQXH WR GHSHQG RQ YDULR:
:H KDYH HVYWDEOLVKHG VWURQJ UHODWLRQVKLSYV ZLWK WHFKQRORJ\ YHQGRUV VXFK DV 6
VROXWLRQV DQG SURIHVVLRQDO VHUYLFHV ILUPV VXFK DV '"HORLWWH DQG .30* DQG EXV
VXSSOHPHQW GHOLYHU\ DQG LPSOHPHQWDBWLLHRYHRW RKWHDW$ISOD AWRDIWRWER V & D \HRMUEXDHHWX R WUR
RIHULQJ D FRPSOHPHQWDU\ VXLWHZH KBYN LOF NW U DRWSHIULW LAK@ODWLRQVKLS ZLWK 6% (W8 P
VROXWLRQV 2XU 6WRBOHKOWARBXMG@HY VROXWLRQ WK MW 530 WRHA X\ WRIQY/VZ 1BWIG 16 B3R X U DK IUHH
HOWHUHG LQWR LQ ZH SD\ 6$3 D IHH EDVHG RQ D SHUFHQWDJH RI UHYHQXHVH UWRR WX
SD\ 6%$3 D IHH IRU WKHVH FXVWRPHUVY RYHU WKH WHUP RI WKHLU VXEVFULSWLRQ DJUHHP}
FXVWRPHUV WKDW XVH DQ 6%$3 (53 VROXWLRQ DFFRXQWHG IRU PLOOLRQ RU DSSURILP
'HFHPEHU UHYHQXHV IURP RXU FXVWRPHUV WKDW XVH DQ 6%$3 (53 VROXWLRQ DFFR
UHYHQXHV ,I ZH DUH XQVXFFHVVIXO LQ PDLQWRWD LLQ lZGJI RXKU XUHNOOFW HR @ VKA 3 @ LIMWXIS SBRB WL Q
ZLWK RWKHU FRPSDQLHV RXU EXVUERAWWE@RXOG EH DGYHUVHO\ DI

,GHQWLI\LQJ QHJRWLDWLQJ DQG GRFXPHQWLQJ UHODWLRQVKLSV ZLWK RWKHU FRPS
WHFKQRORJ\ YHQGRUV DUH W\SQRIQOM[FOKPDWHGOAMEGKUSRIRQRWLFH DQG GR QRW SURK
ZLWK RXU FRPSHWLRWRW RBABRWIR)J VHUYLFHV )RU H[DPSOH RXU DJUHHPHQW ZLWK 6%
PRQWKY QRWLFH DQG WKHUH LV QR DVVXURZDRGA WRKOWLRXWY U,H Q@ BRI RHIDERL B RIS \EBQV R C
EXVLQHVV FRXOG HH MMGHG UMHDFRPSHWHW®RUYHPDQ BRI RYLGLQJ LQFHQWLYHV WR WKLUG S
WR SUHYHQW RU UHGXFH VXEVFULSWLRQV WR RXU SODWIRUP ,1 ZH DUH XQVXFFHVVIXO L
WKH PDUNHWSODFH RU WR JURZ RXU UHYHQXH FRXOG EH HBSBIQUHIGZB QA R XX RBHW\DIWQ Q
WKDW WKHVH UHODWLRQVKLSY ZLOO UHVXOW LQ LPSURYHG RSHUDWLQJ UHVXOWV

, RXU VHFXULW\ FRQWUROV DUH EUHDFKHG RU XQDXWKRUHJMHSO RUH RDGRW KMWUH Q@ RWQDEG H §
RWKHUZLVH REWDLQHG RXU VRIWZDUH VROXWLRQV PD\ EH SHUFHLYHG DV LQVHFXUH ZH
FXVWRPHUV RXU EXVLQHVYV PD\ EH KDUPHG DQG ZH PD\ LQFXU VLJQLILFDQW OLDELOLWL

8VH RI RXU SODWIRUP LQYROYHV WKH VWRUDJH WUDQVPLVVLRQ DQG SURFHVVLQJ R
ILQDQFLDO LQIRUPDWLRQ UHJDUGLQJ WKHLU EXVLQHVYV DQG SHUVRQDO RU LGHQWLI\LQJ
ULVN IRU EUHDFKHYV DV D UHVXOW RI WKLUG SDUW\ DFQ RD VIDRSFOR \RIbI RVHKHAR LD RW RFR\Q V
LQDGYHUWHQW DFFHVV WR RU D VHFXULW\ EUHDFK RI VRKXH¥ BQDHWIRQW R RKOWY U RV XIOME H(
EXVLQHVYV VHYHUH UHSXWDWLR{FNWOL GDFRYMW RBN B WRWHDQ VPHVWRU FRQILGHQFH UHJXODWEF
LQGHPQLW\ REOLJDWLRQV GDPDJHV IRU FRQWUDFW EUHDFK RU SHQDOWLHV IRU YLRODW
LQ VLJQLILFDQW FRVWV IRU UHPHGLDWLRQ WKDW PD\ LQFOXGH OLDELOLW)\ IRU VWROHQ [
FDXVHG LQFHUMIGY AR EXVWRPHUV RU RWKH URIXW VORI \P\D ISOW VIQH B X VLA BQVHUHODWLR QV K
OLDELOLWLHYV

:H LQFXU VLIJQLILFDQW H[SHQVHV WR SUHYHQW VHFXULW\ EUHDFKHV LQFOXGLQJ GH
HPSOR\HHV DQG HQJDJLQJ WKLUG SDUW\ HI[SHUWYV DQG
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FRQWUDFWRUV ,I D KLJK SURILOH VHFXULW\ EUHDFK RFEFXUV ZLWK U HWRXHFRMO WHRQDVYR VXK
PD\ ORVH WUXVW LQ WKH VHFXULW\ RI RXU SODWIRUPBKRB K. G RXIOH EDDY6HEX\HLOQ H\P\S B R\S HRX
FOLHQWV RU DWWUDFW QHZ RQHV (YHQ LQ WKH DEVHQFH RI DQ\ YHEXNEWR LE GIDOVIK S BRW
WKHP IURP XVLQJ RXU SODWIRUP IRU DFWLYLWLHV WKDW LQYROYH SHUVRQDO RU RWKHU
FHUWDLQ VHFXULW\ DQG SULYDF\ GDPDJHV O DML HQ VLR R [FSRFSHQAN P BWHQIRMD \B B RWSIR VI H QRADLL
OLDELOLW\ LQVXUDQFH ZH FDQQRW EH FHUWDLQ WKDW RXU FRYHUDJH ZLOO EH DGHTXD\
DYDLODEOH WR XV RQ HFRQRPLFDOO\ UHDVRQDEOH WHUPV RU DW DOO

%HFDXVH WKH WHFKQLTXHV XVHG WR REWDLQ XQDXWKRUL]JHG DFFHVV RU WR VDERWI|
WKH\ DUH ODXQFKHG DJDLQVW D WDUJHW ZH PD\ EH XQDEOH WR DQWLFLSDWH WKHVRADWVF
DOVR H[SHULHQFH VHFXULW\ EUHDFKHVY WKDW PD\ UHPDLQ XQGHWHFWHG IRU DQ H[WHQG
LQFOXGLQJ GLUHFWHG SKLVKLQJ DWWDFNV DJDLQVW RXU HPSOR\HHVY ZHE DWWDFNV DC
FRPSDQ\ RI RXU VLIH 7KHVH WKUHDWYV ARQWWQOWR WBHGLFAWY 8 X0HQW R DB YDLQFHY LQ FRPS>
ILHOG RI FU\SWRJUDSK\ DQG QHZ DQG VRSKLVWLFDWHG PHWKRGV XVHG E\ FULPLQDOV L(
QR DVVXUDQFHV WKDW RXU GHIHQVLYH PHDVXUHYVY ZLOO SUHYHQW F\EHU DWWDFNV DQG
LPSDFW RXU EXVLQHVV

%HFDXVH GDWD VHFXULW\ LV D FULWLFDOZFRPENMHW QWER MH R B ¥ WRWD We! REKQWAQ G & VRXWA €
DJUHHPHQWVY WKURXJK RXU FHUWLILFDWLRQV WR SULYDF\ VWDQGDUGY DQG LQ RXU PDU
LQFOXGLQJ GHWDLOHG GHVFULSWLRQV 6K RX-OFX DIQW \RP BADKVHWVUHH V VE BIVHPISHOQRRW VY EH X QWU X H |
FLUFXPVWDQFHV EH\RQG RXU UHDVRQDEOH FRQWURO ZH PD\ IDFH FODLPV RUPGHU&RRPIL
VWDWH DQG IRUHLJQ UHJXODWRUVY DQG SULYDWH OLWLJDQWYV 2XU HUURUV DQG RPLVVLF
H[SHQVHV PD\ QRML EGIW YMR FRPSHQVDWH IRU DOO OLDELOLWLHYV

,QWHUUXSWLRQV RU SHUIRUPDQFH SUREOHPY DVVRFLDWHG ZLWK RXU VRIWZDUH PV GRXW L
EXVLQHVV DQG RSHUDWLQJ UHVXOWYV

2XU FRQWLQXHG JURZWK GHSHQGV LQ SDUW RQ WKH DELOLW\ RI RXU H[LVWLQJ DQG
LV SURSURBWIZW\UHO\ RQ WKH H[SHUWLVH RI PHPEHUV Rl RXU HQJLQHHULQJ RSHUDWLRC
SHUIRUPDR KD Y:H H[SHULHQFHG DQG PD\ LQ WKH IXWXUH H[SHULHQFH GLVUXSWLRQV RX
IDFWRUV LQFOXGLQJ LQIUDVWUXFWXUH FKDQBMN?DRQQRWI RB NFIDLIRK Y RU FAHZ POBDELRQ F®I
QXPEHU RI XVHUV DFFHVVLQJ RXU SERWDRURI WIHFPXYOWEB CHRWBENY RU RWKHU VHFXULW\ U
QRW EH DEOH WR LGHQWLI\ WKH FDXVH RU FDXVHV Rl WKHVH SHUIRUPDQFH SUREOHPV ZL
ILQDQFLDO FORVH DFWLYLWLHV LQFUHDVLQJ FRPSOH[LW\ Rl RXU S OLDAXIRRW PV R QIS AXYDWG-
WLPHO\ DGGUHVV SHUIRUPDQFH DQG FDSDFLW\ QHHGV GXULQJ SHDN ORDG WLPHV ,I RXU
UHDVRQDEOH DPRXQW RI WLPH RU DW DOO RXU EXVLQHVV ZRXOG EH KDUPHG ,Q DGGLWI
RI GDWD 7KHUHIRUH LQ WKH HYHQW RI DQ\ RI WKH IDFWRUV GHVFULEHG DERYH RU RWK
ORVW 2XU FXVWRPHU DJUHHPHQWY W\SLFDOO\ LQFOXGH SHUIRUPDQFH JXDUDQWHHV DQC
RI D VLIQLILFDQW GLVUXSRWWRE HOWRHQUWSW REMRIR HGR QBWUHVYV FDSDFLW\
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FRQVWUDLQWY XSJUDGH RXU VA\VWHPV DQG FRQWLQXDOO\ GHYHORS RXU WHFKQRORJ\ DC
FKDQJHV LQ WHRPKWRERORUQHVYVY DQG RSHUDWLQJ UHMXB® YV PD\ EH DGYHUVHO\ DI

,] RXU VRIWZDUH FRQWDLQV VHULRXVY HUURUV RU GHIHFWV ZH PD\ ORVH UHYHQXH DQG P
SURGXFW OLDELOLW\ FODLPV

&RPSOH[ VRIWZDUH VXFK DV RXUV RIWHQ FRQWDLQV HUURUV RU GHIHFWYVY SDUWLFX(
DUH UHOHDVHG 'HVSLWH LQWHUQDO DQG WKLUG SDUW\ WHVWLQJ DQG WHVWLQJ E\ RXU |
ZKLFK FRXOG UHVXOW LQ ORVW UHYHQXH RU D GHOD\ LQ PDUNHW DFFHSWDQFH

6LOQFH RXU FXVWRPHUV XVH RXU SODWIRUP IRU FULWLFDO EXVLQHVV IXQFWLRQV VX
SURFHVV HUURUV GHIHFWV RU RWKHU SHUIRUPDQFH SUREOHPYVY FRXOG UHVXOW LQ GDPI
XV IRU WKH ORVNUBBWO WKRXIMXRXU FXVWRPHU DJUHHPHQWY W\A\SLFDOO\ FRQWDLQ SURYLVLF
FODLPV H[LVWLQJ RU IXWXUH ODZV RU XQIDYRUDEOH MXGLFLDO GHFLVLRQV FRXOG QHJD
EURXJKW DJDLQVW XV ZRXOG OLNHO\ EH WLPH FRQVXPLQJ DQG FRVWO\ DQG FRXOG VHUL
XV WR VHOO RXU SURGXFWYV

:H GHSHQG RQ RXU H[HFMWDYQGRWKHU NH\ HPSOR\HHV DQG WKH ORVV RI RQH RU PRUH |
DQG UHWDLQ KLJKO\ VNLOOHG HPSORFMNHRXARERGLDBYNUVHO\ DI

2XU VXFFHVV GHSHQGYV ODUJHO\ XSRQ WKH FR QWFHQXHIZQGH R W KFHHV NRH \URHKS GRRY FRMIL &
WHDP LQ WKH DUHDV RI UHVHDUFK DQG GHFBIONRMBWHQW VASHUID WIQRQ VH YHBROLIVQ G D G AROQ
IRXQGHU DQG &KLHILAHBXSWIRWYH. GHYV RXU VWUDWHJILF GLUHFWLRQ DQG KDV EXLOW DQG PLC
FXOWXUH $Q\ IDLOXUH WR SUHVHUY HHEXW AEXO W K UGILMR XVORS (QHHRIDX\LIW HD@\GDUHWDLQ SHUVF
FKDQJHV LQ RXU H[HFXWLYH PDQDJHPHQW WHDP UHVXOWLQJ IURP WKH KLULQJ RU GHSDU
RI RXU FXUUHQW PDQDJHPHQW DQG ILQDQFH WHDPV KDYH RQO\ EHHQ ZRUNLQJ WRJHWKH
LQWHJUDWLQJ WKHVH NH\ HPSOR\HHV LQWR RXU RUJDQL]DWLRQ W)XSFRK QRMOXDWHFRRSGRGH
DJUHHPHQWYV ZLWK RIXAHHWHRYVWRWKHRI NH\ SHUVRQQHO WKDW UHTXLUH WKHP WR FRQWLQ
WKH\ FRXOG WHUPLQDWH WKHLU HPSOR\PHQW ZLWK XV DW DQLRMHWWH RUKNHQO RMW\S @R RV R
IRXQGHU DQG &KL HILFHERWOLS K2YH D QHB & YRIQ \RK B IEXVLQHVV

,Q DGGLWLRQ WR H[HFXWH RXU JURZWK SODQ ZH PXVW DWWUDFW DQG UHWDLQ KLJ
HVSHFLDOO\ IRU HQJLQHHUV H[SHULHQFHG LQ GHVLJQLQJ DQG GHYHORSLQJ WRKWYHBUHJIR!
WR WLPH H[SHULHQFHG DQG ZH H[SHFWLRROMR QWLIQXH. @R HJSHUHWQEBLGLIHPSOR\HHV Z
WKH FRPSDQLHV ZLWK ZKLFK ZH FRPSHWH IRU H[SHULHQFHG SHUVRQQHO KDYH JUHDWHU
RWKHU FRPSDQLHV WKHLU IRUPHU HPSOR\HUV PD\ DWWHPSW WR DVVHUW WKDW WKHVH F
GLYHUVLRQ RI RXU WLPH DQG UHVRXUFHV /LNHZLVH LI FRPSHWLWRUV KLUH RXU HPSOR\
IRUPHU HPSOR\HHV RU WKHLU QHZ HPSOR\HUV Rl WKHLU OHJDO RE O EZHDKD R E RV K HI FHKL
DVVHUWHG VXFK FODLPV LQ WKH SDVW ,Q DGGLWLRQ MRE FDQGLGDWHY DQG H[LVWLQJ I
FRQQHFWLRQ ZLWK WKHLU HPSOR\PHQW ,| WKH SHUFHLYHG YDOXH RI
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RXU HTXLW\ DZDUGV GHFOLQH¥WLRXRDD BLCOMHAVWM B \UHIFUXLW DQG UHWDLQ KLJKO\ VNLOOF
WR UHWDLQ DQG PRWLYDWH RXU FXUUHQW SHUVRQQHO RXU EXVIRHWWYW®QG IXWXUH JUR:

] RXU LQGXVWU\ GRHVY QRW FRQWLQXH WR GHYHORS DV ZH DQWLFLSDWH RU LI SRWHQWL
ZRXOG QRW JURZ DV TXLFNO\ DV H[SHFWHG RU DW DOO DQG RXU EXVLQHVV DQG RSHUD\
DIHFWHG

*H RSHUDWH LQ D UDSLGO\ HYROYLQJ LQGXVWU\ IRFXVHG RQ PRGHUQL]LQJ ILQDQFLI
KDYH EHHQ GHYHORSHG WR UHVSRQG WR DQ LQFUHDVLQJO\ JOREDO DQG FRPSOH[ EXVLQ
RUJDQL]DWLRQV GR QRW LQFUHDVLQJO\ DOORFDWH WKHLU EXGJHWY WR ILQDQFLDO DXWI
SRWHQWLDO FXVWRPHUV WKDW RXU SODWIRUP VKRXOG EH DQ LQWHJUDO SDUW RI WKHLU
TXLFNO\ DV DQWLFLSDWHG RU DW DOO 2XU EXVLQHVV LV VXEVWDQWLDOO\ G HISHLHIHQ W\
SHUYDVLYH DQIGI PWHY®RWDH3GUHVVHG E\ OHJDF\ VROXWLRQV )XWXUH GHWHULRUDWLRQ |
FXVWRPHUV WR FXW WKHLU RYHUDOO LQIRUPDWLRQ WHFKQRORURW SHQWE Z Q Il HD\QREO X WHIR ©
HIWHQW FXVWRPHUV YLHZ RXU VRIORXULR®Y DYXELERHMVWQRRQDQYFUHDVH IRU DQ\ Rl WKHVH
ILQDQFLDO FRQGLWLRQ DQG RSHUDWLQJ UHVRVOMG/ PD\ EH PDWHULDOO\ DGYHUVHO\ DI

7KH PDUNHW LQ ZKLFK ZH SDUWLFLSDWH LV LQWHQVHO\ ARPWHYRIWLREHDDW LLQ JZHH/K QW'

7KH PDUNHW IRU DFFRXQWLQJ DQG ILQDQFLDO VRIWZDUH DQG VHUYLFHV LV KLJKO\ F
WKH EUHDGWK DQG VFRSH RI WKH SIHRIGIX RWWHRQQFRR F 5H WIHF A VWKKRIW RHU YHQGRUV RI ILQDC(
TULQWHFBOOVR FRPSHWH ZLWK ODUJH ZHOO HVWDEOLVKHG HQWHUSULVH DSSOLFDWLRQ
FRQWDLQV FRPSRQHQWY WKDW FRPSHWH ZLWK RXHUI@QDWSRWPRIVDZWHKH PRYRGHL @F BRBSHR
DV SDUW RI LWNHVWDIYCRPWBWEMRM ROHH VWDQGDORQH YHUVLRQ RI D RR''WKMUFHVW.FPEODWKWE& YRE
FXUUHQWO\ IRFXVHG RQ DFFRXQWLQJ DQG ILQDQFH VRIWZDUH DQG VHUYLFHV PD\ H[SDQC

2XU FRPSHWLWRUV PD\ KDYH JUHDWHU QDPH UHFRJQLWLRQ ORQJHU RSHUDWLQJ KL\
ODUJHU PDUNHWLQJ EXGJHWYV DQG VLJQLILFDQWO\ JUHDWHU UHVRXUFHV WKL YHGOI RN KB
QHZ RU FKDQJLQJ RSSRUWXQLWLHVY WHFKQRORJLHV VWDQGDUGV RU FXVWRPHU UHTXLU
KDYH DFTXLUHG DQG PD\ LQ WKH IXWXUH SDUWQHIHZLWHURUFBINT XOLHMMH LFDUKQ U WR A § H VW IRU
ZKLFK PDNHVY RU ZRXOGIPENMHW IWRPRRABEBWIH ZLWK WKHP

'LWK WKH LQWURGXFWLRQ RI QHZ WHFKQRORJLHY WKH HYROXWLRQ RI RXU SODWIRU
IXWXUH ,QFUHDVHG FRPSHWLWLRQ JHQHUDOO\ FRXOG UHVXOW LQ UHGXFHG VDOHV UHG
PRUH ZLGHVSUHDG PDUNHW DFFHSWDQFH DQ\ Rl ZKLFK FRXOG KDUP RXU EXVLQHVYV



Table of Contents

2XU ILQDQFLDO UHVXOWYV PD\ IOXFWXDWH GXH WR RXU ORQJ DQG YDULDEOH VDOHV F\FO}

2XU VDOHV F\FOH JHQHUDOO\ YDULHV LQ GXUDWLRQ EHWZHHQ IRXU WR QLQH PRQWK
SRWHQWLDO 7RV WIRGCHY F\FOH IRU RXU JOREDO HQWHUSULVH FXPWR PHUNKXNW RIREHY D PORAW
LQIOXHQFH WKH OHQJWK DQG YDULDELOLW\ RI RXU VDOHV F\FOH LQFOXGH

WKH QHHG WR HGXFDWH SRWHQWLDO FXVWRPHUV DERXW WKH XVHV DQG EHQHILWYV
WKH QHHG WR HGXFDWH SRWH QAW IHRF H X VEW RVEZHHURMRBAUB & RMBVIR DDV DQG 6DD6 VROXW
WKH UHODWLYHO\ ORQJ GXUDWLRQ RI WKH FRPPLWPHQW FXVWRPHUV PDNH LQ WKH
WKH GLVFUHWLRQDU\ QDWXUH DQG WLPLQJ RI SRWHQWLDO FXVWRPHUV SXUFKDVL!
WKH FRPSHWLWLYH QDWXUH RI SRWHQWLDO FXVWRPHUV HYDOXDWLRQ DQG SXUFK
DQQRXQFHPHQWY RU SODQQHG LQWURGXFWLRQV RI QHZ SURGXFWYV E\ XV RU RXU F
OHQJWK\ SXUFKDVLQJ DSSURYDO SURFHVVHV RI SRWHQWLDO FXVWRPHUV

H PD\ LQFXU KLJKHU FRVWY DQG ORQJHU VDOHV F\FOHV DV D UHVXOW RI ODUJH HQ\
PDUNHW WKH GHFLVLRQ WR VXEVFULEH WR RXU VROXWLRQV PD\ UHTXLUH WKH DSSURYD!
OHYHOV ZLWKLQ D SRVRHIQWQDI®WXRWRPRAG LI VR WKHVH W\SHV RI VDOHV UHTXLUH XV WF
,Q DGGLWLRQ ODUJHU RUJDQL]DWLRQV PD\ GHPDQG PRUH IHDWXUHYVY DQG LQWHJUDWLRQ
QHIRWLDWLQJ FRQWUDFWXDO DUUDQJHPHQWYV ZLWK XV ZKLFK PD\ FRQWDLQ UHVWULFWL
WKHVH VDOHV RSSRUWXQLWLHYV PD\ UHTXLUH XV WR GHYRWH JUHDWHU UHVHDUFK DQG G|

WR LQGLYLGXDO FXVWRPHUV UHVXOWLQJ LQ LOREGHDRXGGFRVYMNWNOD @3 QHEBKHFE GR % U RVLSWIFI
RXU UHVRXUFHV

,Q DGGLWLRQ PRUH VDOHV DUH FORVHG LQ WKH ODVW PRQWK RI DLFXBDQW HWUW Q ¥ D FF
SDUWLFXODU SHULRG RU LI D VLIQLILFDQW DPRXQW RI WUDQVDFWLRQV DUH GHOD\HG X(C
IXWXUH SHULRGV LQ ZKLFK UHYHQXH IURP VXFK WUDQVDFWLRQ ZRXOGHRWKBUZLVH KDYH

:H UHFRJQL]JH VXEVFULSWLRQ UHYHQXH RYHU WKH WHUP RI RXGRZXYWRPRIYV FBR X8 WXEWQV
QRW EH LPPHGLDWHO\ UHIOHFWHG LQ RXU RISHXMDWLWR GHVEABWY DQG PD\ EH GLI

H UHFRJQL]H VXEVFULSWLRQ UHYHQXH IURP RXU SODWIRUP UDWDEO\ RYHU R®&H WB
WHUPV EXW DQ LQFUHDVLQJ QXPEHU RI ZKLFK KDYH XS WR WKUHH \HDU WHUPV $V D UHV
WKH UHFRJQLWLRQ RI GHIHUUHG UHYHQXH UHODWLQJ WR VXEVFULSW REG\F GIOWHH UG @ M D K
VXEVFULSWLRQV LQ DQ\ VLQJOH TXDUWHU PD\ KDYH D VPDOOrRRE PWMF R @ RHF O HY H @XHEFQW
RXU UHYHQXH LQ IXWXUH TWKBWHWR| YEBRWUGLFPIDW GRZQWXUQV LQ VDOHV DQG PDUNHW |
FKDQJHV LQ RXU SULFLQJ SROLFLHVY RU UDWH RI H[SDQVLRQ RU UHWHQWLRQ PD\ QRMWPBk
DOVR EH XQDEOH WR UHGXFH RXU FRVW VWUXFWXUH LQ OLQH ZLWK D VLJQLILFDQW GHW!
H[SHQVHG DV LQFXUUHG ZKLOH UHYHQXH LV UHFRJQL]HG RYKBYV W KHOXOMWRI WKH DJUHHP
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LQFUHDVHG JURZWK LQ WKH QXPEHU RI RXU FXVWRPHUY FRXOG FRQWLQXH WR UHVXOW L
WHUPV RI RXU DJUHHPHQWY 2XU VXEVFUWFSMMWR QRRPRCOHT D OV LRRDONHM EWH®IMH RXU UHYHC
SHULRG DV UHYHQXH IURP QHZ FXVWRPHUV PXVW EH UHFRJQL]JHG RYHU WKH DSSOLFDEO

H SUHYLRXVO\ LGHQWLILHG PDWHULDO ZHDNQHVVHV LQ RXU LQWHUQDO FRQWURO RYHU
ZHDNQHVVHV KDYH VLQFH EHHQ UHPHGLDWHG ZH PD\ LGHQWLI\ PDWHULDO ZHDNQHVZWHY |
VIVWHP RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQ WKH IXWXUH DQG PD\ Q
RU UHVXOWYV RI RSHUDWLRQV ZKERKLRDAHIVOWRHUFRQILIHQFH LQ XV DQG WKH SULFH RI RX

$V D SXEOLF FRPSDO\UHTXLUHG WR PDLQWDLQ LQWHUQDO FRQWURO RYHU ILQDQFLD
LQWHUQDO FRQWUROV 6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW RI RU WKH 6DUEDQH
HIHFWLYHQHVV Rl RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSR UW UQA KIHQ G DEH Bl Q@Q kX
SURYLGH D PDQDJHPHQW UHSRUW RQ LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUW
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ $OWKRXJK ZH KDYH UHPHGLDWHG WKHVH PDWHU
DGGLWLRQDO PDWHULDO ZHDNQHVVHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UH:

7KH SURFHVV RI GHVLJQLQJ DQG LPSOHPHQWLQJ LQWHUQDO FRQWURO RYHU ILQDQFL
2[OH\ $FW ZLOO EH WLPH FRQVXPLQJ FRVWO\ DQG FRPSOLFDWHG ,I GXULQJ WKH HYDOX
ZHDNQHVVHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ RXU PDQDJHPHC
LVIHFWLYH (YHQ LI RXU PDQDJHPHQW FRQFOXGHV WKDW R Xt F\@ WHJ GRXQ ARGW S R Q GRHYGIW
DFFRXQWLQJ ILUP PD\ FRQFOXGH WKDW WKHUH DUH PDWHULDO ZHDNQHVVHV ZLWK UHVSF
GRFXPHQWHG GHVLJQHG LPSOHPHQWHG RU UHYLHZHG ,l ZH DUH XQDEOH WR{BWYMHWRV
UHTXLUHG LQ WKH IXWXUH LI RXU LQGHSHQGHQW UHJLVWHUHG SXEOLFHBRARX@WMVYJRILE
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQYHVWRUV PD\ ORVH FRQILGHQFH LQ WKH DFFX
FRPPRQ VWRFN FRXO Gl EFHWMHEY HUWGH E@HDARXOG EHFRPH VXEMHFW WR OLWLJDWLRQ RU LQY
VHFXULWLHV DUH OLVWHG WKH 6(& RU RWKHU UHJXODWRU\ DXWKRULWLHV ZKLFK FRXO(

:H UHO\ RQ D OLPLWHG QXPEHU RI GDWD FHQWHUV WR GHOLYHU RXU FORXG EDVHG VRIW
FRXOG KDUP RXU EXVLQHVV

:H PDQDJH RXU VRIWZDUH VROXWLRQV DQG VHUYH PRVW RI RXU FXVWRPHUV XVLQJ L
Rl WKLUG SDUW\ GDWD FHQWHU IDFLOLWHL IR LQR WR BRQKWIPRHQ MFKOH DRSH DWRLRQ RI WKHVH |
VHUYLFH OHYHOV DW RXU GDWD FHQWHUYV RU DQ\ GLVUXSWLRQV RU GHOD\V IURP HUURU\
LQWHQWLRQDO EDG DFWV RU SHUIRUPDQFH SUREOHPVY FRXOG KDUP RXU UHS$SKKVD W XK QE X
DQG RSHUDWLQJ UHVXOWY 2XU GDWD FHQWHUY DUH DOVR YXOQHUDEOH WR GDPMHURRBU
DWWDFNV SRZHU ORVVHV KDUGZDUH IDLOXUHV VA\VWHPV IDLOXUHV WHOHFRPPXQLFDWL
RU XQDYDLODEOH RU RXU XVHUV ZHUH XQDEOH WR DFFHVV RXU VROXWLRQV IRU DQ\ UHD
DIHFWHG
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2XU FXVWRPHUV KDYH H[SHULHQFHG PLQRU GLVUXSWLRQV DQG RXWDJHV LQ DFFHVVI
GLVUXSWLRQV RXWDJHV DQG RWKHU SHUIRUPDQFH SUREQWMPWVR $HIDWVER ¥ W K BIWH RHQ & OFCR
RI KDQGOLQJ H[LVWLQJIIDRGHYHFW\HDWKIE DVELLIIL W\ RI RXIHF® R XG0 CPDHID VIR ®XQW ILREG W FDR/ H
GHSHQGV RQ RXU WKLUG SDUW\ SURYLGHUV 2XU WKLUG SDUW\ GDWD FHQWHU SURYLGHU
FRYHU SHDN OHYHOVLFUDQSL NHW 0L @ MWMXIDIW RXU FXVWRPHUV PD\ H[SHULHQFH GHOD\V LQ
SHUIRUPDQFH LQ RXU VROXWLRQV ZKLFK FRXOG VLJQLILFDQWO\ KDUP WKH RSHUDWLRQV
UHYHQXH FDXVH XV WR LVVXH FUHGLWYV WR FXVIN&E HWD\X V\HX E XN\ RIP X W R/ i RWHHI@WQ D & HO
UHQHZDO UDWHYV

.l ZH GR QRW DFFXUDWHO\ SUHGLFW RXU LQIUDVWUXFWXUH FDSDFLW\ UHTXLUHPHQW
RI DGGLWLRQDO FORXG KRVWLQJ FDSDFLW\ DQG GDWD FHQWHU LQIUDVWUXFWXUH UHTXL
PDQDJHPHQW SODQV DQG LQFUHDVH FDSDFLW\ LQ H[LVWLQJ DQG IXWXUH GDWD FHQWHUV
H[DPSOH LQ HDUO\ ZH EHJDQ KRVWLQJ FXVWRPHUIUNVDWHY B®DVD HD S L @& HWS UHEPDXWH.® Q
SURFHVVHVY DQG SURFHGXUHV DQ\ XQVXFFHVVIXO GDWD WUDQVIHUV PD\ LPSDLU WKH GH
FRQQHFWLRQ ZLWK WKH WUDQVIHU RI GDWD WR RWKHU IDFLOLWLHV ZKLFR PO \UBIQHRE BNDR/
RZQHUV Rl RXU GDWD FHQWHU IDFLOLWLHYV KDYH QR REOLJDWLRQ WR UHQHZ WKHLU DJUF
XQDEOH WR UHQHZ WKHVH DJUHHPHQWY RQ FRPPHUFLDOO\ UHDVRQDEOH WHUPV ZH PD\ |
LQFXU VLJQLILFDQW FRVWVY DQG SRVVLEOH VHUYLFH LQWHUUXSWLRQ LQ FRQQHFWLRQ ZL

J)DLOXUHHFR/IHMHO\ H[SDQG RXU VDOHV FDSDELOLWLHVY FRXOG KDUP RXU DELOLW\ WR LQF

,QFUHDVLQJ RXU FXVWRPHU EDVH DQG VDOHV ZLOO GH S HIQRBW MR ®\ \H[3PLQ GFRXQW VHY O/
RSHUDWLRQV DQB DBWIWXEWVIWIVQWLDOO\ GHSHQGHQW RQ RXU GLUHFW VDOHV IRUFH WR R

RXU VDOHV DQG PDUNHWLQJ WHDPV LQFUHBVIHID W RMR FRARVL QKA SYOR \H[BWD QG RXU GL!I
DQG LQWHUQH VEHROQBYE\WKDW WKHUH LV VLIJQLILFDQW FRPSHWLWLRQ IRU H[SHULHQFHG
NQRZOHGJH WKDW ZH UHTXLUH 2XU DELOLW\ WR DFKLHYH VLJQLILFDQW UHYHQXH JURZW
DQG UHWDLIQEQH@W®R®KPEHU Rl H[SHULHQFHG VDOHVY SURIHVVLRQDOV 1HZ KLUHV UHTXLU
SURGXFWDYMIL\FXODUO\ LQ QHZ VDOHV VHIJPHQWY DQG WHUULWRULHV 2XU UHFHQW KLUH
H[SHFW DQG ZH PD\ EH XQDE OIHPAZR QW UHX R B HWWWPILDXDOILILHG LQGLYLGXDOV LQ WKH IXW
EXVLQHVV ZLOO EH KDUPHG LIRKWWOGRHRW[SBEQWUPWHID VLIQLILFDQW LQFUHDVH LQ UH

,] ZH DUH XQDEOH WR GHYHORS DQG PDLQWDLQ VXFFHVVIXO UHODWLRQVKLSV ZLWK UHVH
FRXOG EH DGYHBWH®G\ DI

:H EHOLHYH WKDW FRQWLQXHG JURZWK LQ RXU EXVLQHVV LV GHSHQGHQW XSRQ LGH
FRPSDQLHV WKDW UHV HO®ORXQUWR B KS\DLR@ R XU VPDOO EXW JURZLQJ QHWZRUN RI UHVHOO
JURZ RKG PDUEMNWQHVY JOREDODWHHPHQWY ZLWK RXUQHRQ VY E Q B MIHQHHIIO B \WHMKMIEH B X VRDR FR-
SURGXFWYV RIITMHHRWOPREISIDQLHY LQFOXGLQJ SURGXFWYV WKDW FRPSHWH ZLWK RXUV 7Kl
QRWLFH DQG ZLWK OLWWOH
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RU QR SHQIDOWMHFW WKDW DQ\ DGGLWLRQDO UHVHOOHUVQRRQLGHFOXYEGYRRS BERXBGRES RRO:
FRQWLQXH WR PDUNHW RXU VROXWLRQV ,I ZH IDLO WR LGHQWLLIN PBQOMUP@IDO R b \DHUIGOX
FXUUHQW DQG IXWXUH UHVHOOHUV LQ LQGHSHQGHQWO\ VHOOLQJ RXU VROXWLRQV RXU I
DIHFWHG ,I UHVHOCRWIW BA\PRWNMHW DQG VHOO RXU VROXWLRQV RU IDLO WR PHHW WKH
RXU EXVLQHVV PD\ DOVRHEWHG YHUVHO\ DI

.l ZH DUH QRW DEOH WR PDLQWDLQ DQG HQKDQFH RXU EUDQG RXU EXVLQHVV RSHUBWWE

*H EHOLHYH WKDW PDLQWDLQLQJ DQG HQKDQFLQJ RXU UHSXWDWLRQ IRU DFFRXQW L (
H[LVWLQJ FXVWRPHUV DQG WR RXU DELOLW\ WR DWWUDFW QHZ FXVWRPHUV 7KH VXFFHV)\
LOFOXGLQJ RXUIRDWNHWXQJIELOLW\ WR FRQWLQXH WR GHYHORS KLJK TTKDEQWALDRIN RXUI
FRPSHWLWLYH SURGXFWV DQG VHUYLFHV 2XU EUDQG SURPRWLRQ DFWLYLWLHV PD\ QRW
LQGHSHQGHQW LQGXVWU\ DQDO\WWY SURYLGH UHYLHZV RI IRMIHS GDVR)RW FRB 8 HAMIOWRLWY S|
SODWIRUP LQ WKH PDUNHWSODFH PD\ EH VLJQLILFDQWO\ LQIOXHQFHG E\ WKHVH UHYLHZV
RI RXU FRPSHWLWRUV SURGXFWV DQG VHUYIHFWWH® XU EUDQG PD\ EH DGYHUVHO\ DI

7KH SURPRWLRQ RI RXU EUDQG UHTXLUHV XV WR PDNH VXEVWDQWLDO H[SHQGLWXUH
PDUNHW EHFRPHVY PRUH FRPSHWLWLYH DV ZH H[SDQG LQWR QHRZWKH NHWHQMQ & KDDWPW K H "
LQFUHDVHG UHYHQXH WKLUVHWM YWKHX HOFFDM\HQ R W GR H,[ISHH) GHRVQARIWLQYXKRHVVIXOO\ PDLQWDLQ
EXVLQHVV PD\ QRIWPDUKDYH UHGXFHG SULFLQJ SRZHU UHODWLYH WR FRPSHWLWRUV DQG
FXVWRPHUV DOO Rl ZKLFKHERXRXSUDEXYWHUWMHOA DNIHVXOWY RI RSHUDWLRQV DQG ILQDQFLDO

2XU ORQJ WHUP VXFFHVV GHSHQGV LQ SDUW RQ RXU DELOLW\ WR H[SDQG WKH VDOHV R
6WDWHY DQG WKXV RXU EXVLQHVV LV VXVFHSWLEOH WR ULVNV DVVRFLDWHG ZLWK LQWH

H FXUUHQWO\IPPHQWRGQRRI KDYH VDOHV SHUVRQQHO LQ $XYIMUD\@LD &BQWKE D O PUDGE;
6LQJDSRUH 6RXWK $IULFD DQG WKH 8QLWHG .LQJGRP DQG ZH LQWHQG WR EXLOG RXW F
H[SDQVLRQ VMU ®X\VIKIAW ZH DFTXLUHG 5XQERRN D 1HWKHUODQGV EDVHG SURYLGHU R
FXVWRPHUGHULYHG DSSUR[LPDWHO\ RI RXU UHYHQXHV IURP VDOHY RXWVLGH WKH 8QL'
ZH GHULYHG DSSUR[LPDWHO\ RI RXU UHYHQXHV IURP VDOHV RXWVLGH WKH 8QLWHG 6W
H[SDQVURQWYW WKDW ZH PD\ XQGHUWDNH LQFOXGLQJ WKH 5XQERRN $FTXLVLWLRQ PD\ QI
RSHUDWLRQV LQ QHZ PDUNHWYV VXEMHFWY XV WR QHZ ULVNV WKDW ZH KDYH QRW JHQHUL

ORFDOL]DWLRQ RI RXU VROXWLRQV LQFOXGLQJ WUDQVODWLRQ LQWR IRUHLJQ ODQ
ODFN RI IDPLOLDULW\ DQG EXUGHQV RI FRPSO\LQJ ZLWK IRUHLJQI\DDZYG GRH\J DU VE\DL
XQH[SHFWHG FKDQJHV LQ UHJXODWRU\ UHTIXLUHBROQW VI X\R I/[BIW FXWDVGRHP GDXAWL HVD RL
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GLHULQJ WHFKQRORJ\ VWDQGDUGV

ORQJHU DFFRXQWYVY UHFHLYDEQHFXD\W HIQW LFQ FRROW B OW LI DFFRXQWYV UHFHLYDEOH
GLUIFXOWLHV LQ PDQUIQLQQWRGQDWLRQDHBEAUBNRSRQVVHDQHP SCR\HH UHODWLRQVKL
IOXFWXDWLRQV LQ H[FKDQJH UDWHV WKDW PD\ LQFUHDVH WKH YRODWLOLW\ RI RXL

SRWHQWLDOO\ DGYHUVH WD[ FRQVHTXHQFHV LQFOXGLQJ WKH FRPSOH[LWLHV RI IR
UHSDWULDWLRQ RI HDUQLQJV

XQFHUWDLQ SROLWLFDO DQG HFRQRPLF FOLPDWHY LQFOXGLQJ WKH VLJQLILFDQW
UHGXFHG RU YDULHG SURWHFWLRQ IRU LQWHOOHFWXDO SURSHUW\ ULJKWV LQ VRP

7KHVH IDFWRUV PD\ FDXVH RXU LQWHUQDWLRQDO FRVWV Rl GRLQJ EXVLQHVV WR H[F
PDUNHWY DOVR UHTXLUHV VLJQLILFDQW PDQDJHPHQW DWWHQWLRQ DQG ILQDQF L DROUWHNVF
QHJDWLYHO\ LPSDFW RXU EXVLQHVV UHVXOWV Rl RSHUDWLRQV DQG ILQDQFLDO FRQGLW!I

,Q DGGLWLRQ WKH 3UHVLGHQW RI WKH 8QLWHG 6WDWHYV DQ &DSLR@®XWH FKDIQIHIY SIURSG
DQG WD[ UHIRUP WKDW ZRXOG KDYH XQFHURMDL @ @ G & US R WAHL.AWMIVIVO G R WG QRVWL\DHD VD[ UH IR
VLIJQLILFDQW FKDQJHV LQ WKH UXOHV JRYHUQLQJ 8QLWHG 6WDWHV IHGHUWB® IRIFRRH WX\
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RISHWD W KR QW GEXUAKOFW D R FIR) WIDG HDWODARLRIQV R1 !
FRPPRQ VWRFN DV GLVFXVVHG EHORDL®@RQNVWHXHDEMBE6WROIGHUVRTY RXU &RPPRQ 6WRFN

:H XVH WKLUG SDUW\ FRQWUDFWRUV RXWVLGH RI WKH 8QLWHG 6WDWHV WR VXSSOHPHQW
H[SRVH XV WR ULVNV LQFOXGLQJ ULVNV LQKHUHQW LQ IRUHLJQ RSHUDWLRQV

:H XVH WKLUG SDUW\ FRQWUDFWRUV RXWVLGH RI WKH 8QLWHG 6WDWHYV HWRX\UWUSSOME
WKLUG SDUW\ FRQWUDFWRUV ORFDWHG LQ 5RPDQLD DQG &KLQD ODQDJLQJIRBXOWWLER®R ¥
EH DEOH WR PDQDJH WKHVH WKLUG SDIUNA ARCOVW R DR QW B X0 FHYREGXEOW\LYH UHODWLRH VI
PD\ EH UHTXLUHG WR GHYHORS IRXUH@ROD DWHSRBWR/YWO PID QBIMY BRG RXU SURGXFW UHOHDVH
KLUH VRIWZDUH GHYHORSHUV RU ILQG DOWHUQDWLYH ERIQO\HUDIHF W B NN FHQRIFPDEKQWM. RUHW RORL
FRPSRQHQWY GHYHORSHG E\ RXU WKLUG SDUW\ FRQWUDFWRUV DUH UHYLHZHG DQG WKDYV
FRXOG UHVXOW LQ LQIULQJHPHQW RU PLVDSSURBVUKDWRRQHRIDRXW EQ W HRO GNBWRQDJISHU R
FRQILGHQWLDO LQIRUPDWLRQ RU RWKHU PDOLFLRXV F\EHU LQFLGHQWY DWWULEXWHG W
H[SRVH XV WR OLWLJDWLRQ DQG OHDG WR UHSXWDWLRQBPWBQPRWHK DWQPRQG AJARRGWW

$Q\ IDLOXUH WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKWV FRXOG LPSDLU RXU DI

2XU VXFFHVV DQG DELOLW\ WR FRPSHWH GHSHQG :HQFSDUWQW®R X RWH R QM 3O W/HFEMWNX
UHVXOW LQ DQ LMVEHGPEIMWHEHQWHO\ RQ FRS\ULJKW WUDGH VHFUHW DQG WUDGHPDUN ODz
DJUHHPHQWYV ZLWK RXU HPSOR\HHV FXVWRPHUV SDUWQHUV DQG RWKWHWY WW FSMN WHH FVAD
RXU LQWHOOHFWXDO SURSHUW\ ULJKWV PD\ EH LQDGHTXDWH
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,Q RUGHU WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKWV ZH PD\ EH UHTXLUH
WKH SDVW ZH KDYH XWLOL]HG GHPDQG OHWWHUVY DV D PHDQV WR DVVHUW DQG UHVROYHK
LQIRUPDWLRQ /LWLJDWLRQ EURXJKW WR SURWHFW DQG HQIRWPH FERWD V QRWHI OHFGV B D ¥ WL
PDQDJHPHQW DQG FRXOG UHVXOW LQ WKH LPSDLUPHQW RBXUMRKMAW R RIRRIWR/X B @MH R Il FRUKFUH LR
SURSHUW\ ULJKWV PD\ EH PHW ZLWK GHIHQVHY FRXQWHUFODLPV DQG FRXQWHUVXLWYV D\
2XU IDLOXUH WR VHFXUH SURWHFW DQG HQIRUFH RXUIHEWHXWUHEWXQG g 8 STHAWH UWLHIG\W

6XLWV E\ WKLUG SDUWLHV IRU DOOHJHG LQIULQJHPHQW RI WKHLU SURSULHWDU\ ULJKWYV

7KHUH LV FRQVLGHUDEOH SDWHQW DQG RWKHU LQWHOOHF2XD DX WX R $ HUXWF\F 8 M Y HXHRSS
LQIULQJLQJ XSRQ WKH LQWHOOHFWXDO SURSHUW\ ULJKWV Rl RWKHUV )URP WLPH WR WL
XQGHUO\LQJ WHFKQRORJ\ LQIULQJH RU YLRODWH WKHLU LQWHOOHFWXDO SURSHBPBA EH JK
XQDZDUH Rl WKH LQWHOOHFWXDO SURSHUW)\ ULJKWV Rl RWEKWUNFODKBW PO \OERW.HD WRR®
VLIJQLILFDQW H[SHQVHV DQG LI VXFFHVVIXOO\ DVVHUWHG DJDLQVW XV FRXOG UHTXLUH
XV IURPRIQJ RXU VROXWLRQV RU UHTXLUH WKDW ZH H P®S M\OARN KHRREKHLLI X\Y HIGY R/RD EQGIH
RWKHU FRPSDQLHV LQ FRQQHFWLRQ ZLWK DQ\ VXFK OLWLJDWLRQ DQG WR REWDLQ OLFHQ
H[KDXVW RXU UHVRXUFHV ,Q DGGLWLRQ ZH PD\ LQFXU VXEVWDQWLDO FRVWV WR UHVRO"
ZKLFK FRXOG LQFOXGH SD\PHQW RI VLJQLILFDQW VHWWOHPHQW UR\DOW\ RU OLFHQVH IH
IHHV (YHQ LI ZH ZHUH WR SUHYDLO LQ WKH HYHQW RI FODLPV RU OLWLJDWLRQ DJDLQVW
FRVWO\ DQG WLPH FRQVXPLQJ DQG GLYHUW WKH DWWHQWLRQ RI RXU PDQDJHPHQW DQG |
DOVR GLVUXSW RXU VROXWLRQV DGYHUVHO\ LPSDFWLQJ RXU FXVWRPHU VDWLVIDFWLRQ

:H XVH RSHQ VRXUFH VRIWZDUH LQ RXU SURGXFWV ZKLFK FRXOG VXEMHFW XV WR OLWLJ

H XVH RSHQ VRXUFH VRIWZDUH LQ RXU SURGXFWV DQG PD\ XVH PRUH RSHQ VRXUFH
FODLPY FKDOOHQJLQJ WKH XVH RI RSHQ VRXUFH VRIWZDUH DJDLQVW FRPSDQLHV WKDW L
FRXOG EH VXEMHFW WR VXLWV E\ SDUWLHV FODLPLQZK®IW XYWHERIO [RLUY B WRIEW RRHPRPBXQ
EH FRVWO\ IRU XV WR GHIHHF W BQHRX @ RSHWDWH. ®J UHVXOWYV DQG ILQDQFLDO FRQGLWLF
GHYHORSPHQW UHVRXUFHV WR FKDQJH RXU SURGXFWV ,Q DGGLWLRQ LI ZH ZHUH WR FRF
D FHUWDLQ P DBRXOG XQGHU FHUWDLQ Rl WKH RSHQ VRXUFH OLFHQVHV EH UHTXLUHG W
.l ZH LQDSSURSULDWHO\ XVH RSHQ VRXUFHUWRH\@ Z DRXHH H b RREXFEAHY UBTXER B ® MORKH WKH VD
UHPHGLDO DFWLRQV

3ULYDF\ DQG GDWD VHFXULW\ FRQFHUQV DQG GDWD FROOHFWLRQ DQG WUDQVIHU UHVWL
WKH XVH DQG DGRSWLRQ RI RXU VRODMAMLRRYV ERGLREVMUVHO\ DI

3HUVRQDO SQLRDFDWLRRQGIBXODWMWSURWHFWLRQ DUH VLJQLILFDQW LVVXHV LQ WKH 8
ZKHUH ZHURRXU SODWIRUP 7KH UHJXODWRU\ I[UDPHZRUN
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JRYHUQLQJ WKH FROOHFWLRQ SURFHVVLQJ VWRUDJH DQG XVH RHEWVYLIQWDQ E DD RUWPW /A
SHUVRQDO GDWD LV UDSLGO\ HYROYLQJ DQG DQ\ IDLOXUH RU $HEXUILWNH® UDE&DW D HS WRWH
UHIJXODWLRQV PDNHF®&YRXYXVHEXWVDOHVV

7KH 8 6 IHGHUDO DQG YDULRXV VWDWH DQG IRUHLJQ JRYHUQPHQWY KDYH DGRSWHG
XVH VHFRQGWWRUDJH RI SHUVRQDOO\ LGHQWLILDEOH LQIRUPDWLRQ DQG RWKHU GDWD |
ODzZV DUH EHLQJ DSSOLHG WR HQIRUFH UHIJXODWLRQV UHODWHG WR WKH RQOLQH FROOH
REOLJDWLRQV RQ FRPSDQLHV WR QRWLI\ LQGLYLGXDOV RI VHFXULW\ EUHDFKHY LQYROYL
H[SHULHQFHG E\ XV RU E\ RUJDQL]DWLRQV ZLWK ZKLFK ZH KDYH IRUPHG VWUDWHJLF UHO
VXFK RUJDQL]DWLRQV QRWLILFDWLRQV UHODWHG WR D VHFXULW\ EUHDFK FRXOG LPSDFV
PDUNHWY RU FDXVH XV WR ORVH H[LVWLQJ FXVWRPHUV

YXUWKADRQ\ IRUHLJQ FRXQWULHY DQG JRYHUQPHQWDO ERGLHY LQFOXGLQJ WKH (XUR!:
RILFHV KDYH ODZV DQG UHJXODWLRQV FRQFHUQLQJ WKH FROOHFWLRQ DQG XVH RI SHUVI
ZLWKLQ WKHLU MXULVGLFWLRQ 7KHVH ODZV DQG UHJXODWLRQV RIWHQ DUH PRUH UHVWL
MXULVGLFWLRQV DSSO\ EURDGO\ WR WKH FROOHFWLRQ XVH VWRUDJH GLVFORVXUH DQ(
LQGLYLGXDO VXFK DV QDPHV HPDLO DGGUHVVHV DQG L® &&BHWXWLVGWKMLRIDW G QWRH G
GDWD IURP RXU (XURSHDQ HPSOR\HHV DQG FXVWRPHUV WR WKH 8QLWHG 6WDWHN 6 H K{Dv
3ULYDF\ 3ULQFLSOHV DQG FRP 63DQIQF 6 Z&XNK WEBIH +DUERU JUDPHZRUNYV DV DJUHHG WR
&RPPHUFH DQG WKH (XURSHDQ 8QLRQ DQG 6ZLW]HUODQG ZKLFK HVWDEOLVKHG PHDQV Il
EXVLQHVV LQ (XURSH IURP WKH (8 WR WKH 8 6 $V D UHVXOW RI WKH 2FWREHU 6FKUMBR:
'DWD 3URWHFWLRQ &RW RHV(\&L-RIXHBL QR USH/KIHH +DUERU )UDPHZRUN ZDV GHHPHG DQ LQYDOLC
UHVWULFWLRQV RQ HGRBN\DHWUDNHQHUHMIWDLQ PHDVXUHVY WR OHJLWLPL]JH RXU WUDQVIHUV |
FXVWRPHUV IURP WKH (8 WR WKH 8QLWHG 6WDWHV LQ8VEKBGZBMNH KRR MLKH. F&H-O5XDWE R UL G\G
BULYDF\ 6KLHOG RQ -XO\ ZKLFK PD\ SURYLGH D QHZ PHFKDQLVP IRU FRPSDQLHV WF
QRZ KDYH 3ULYDF\ 6KLHOG FHUWLILFDWLRQ LQ SODFH WKDW ZH EHOLHYH DOORZ IRU WKHK
WKDW WKHVH PHFKDQLVPV PD\ EH FKDOOHQJHG RU HYROYH WR LQFOXGH QHZ OHJDO UHT
WKLV WLPH ZKHWKHU WKH 8 6 (8 3ULYDF\ 6KLHOG ZLOO VHUYH DV DQ DSSURSULDWH PHD
BWDWHV 2XU PHDQV IRU WUDQVIHUULQJ SHUVRQDO GDWD IURP WKH (8 PD\ QRW EH DGRS
GDWD SURWHFWLRQ DXWKRULWLHY DQG ZH PD\ H[SHULHQFH UHOXFWDQFH RU UHIXVDO E
H[SRVXUH DV D UHVXOW RH /@B R&-USKOVWRPHUV IDFH D ULVN RI HQIRUFHPHQW DFWLRQV
GDWD WUDQVIHUV IURP WKH (8 WR WKH 8QLWHG 6WDWHYV

:H DOVR H[SHFW WKDW WKHUH ZLOO FRQWLQXH WR EH QHZ SURSRVHG ODZNW DHIX®\WE
DQG LQIRUPDWLRQ VHFXULW\ LQ WKH 8QLWHG 6WDWHY WKH (8 DQG RWKHU MXULVGLFWLI
'DWD 3URWHFWLRQHHIXOBDWQRID\H I WKDW ZLOO VXSHUVHGH FXUUHQW (8 GDWD SURWH
SURWHFWLRQ UHTXLUHPHQWY DQG SURYLGH IRUHIEBIQ@RW \SHWOD COWHRWP LRH Q/K@IFIRAPSIDAMWD (
DQG VWDQGDUGYV PD\ KDYH RQ RXU EXVLQHVYV 6XFK ODIZINULQG UMWXOBWHRWPW DR @ VRDW & Q!



Table of Contents

EH LQFRQVLVWHQW DPRQJ MXULVGLFWLRQV 7KHVH DQG RWKHU UHTXLUHPHQWY FRXOG U
JURZ RXU EXVLQHVV RU UHVWULFW RXU DEQOLRPHVRDVWR UIHP B Q BWAJB R X UDEM O D WADHRRD RV R P
PD\ VXEMHFW XV)WVRWKIEDELBZVWI QHZ RU PRGLILHG IHGHUDO VWDWH RU IRUHLJQ ODZV D(
REOLIJDWLRQV DQG RWKHU OHJDO REOLJDWLRQV RU DQ\ FKDQJHV LQ WKHLU LQWHUSUHV
EXVLQHVYVY DFWLYLWLHY DQG SUDFWLFHV RU WR H[SHQG VLJQLILFDQW UHVRXUFHV WR PR¢
PD\ EH XQDEOH WR PDNH VXFK FKDQJHV DQG PRGLILFDWLRQV LQ D FRPPHUFLDOO\ UHDVR
DQG IHDWXUHV FRXOG EH OLPLWHG

YXUWKROORZLQJ D UHIHUHQGXP LQ -XQH LQ ZKLFK YRWHUV LQ WKH 8QLWHG .LQJC
JRYHUQPHQW KDV LQLWLDWHG D SURFHVV WR OHDYH WKH (8 RIWHQ UHIHUUHG WR DV %!l
RI GDWD SURWHFWLRQ LQ WKH SQLW HE XMFGHRPU IKSWEWUF¥RBWBQLWHG .LQJGRP ZLOO H
GHVLJQHG WR EH FRQVLVWHQW ZLWK WKH SHQGLQJ (8 *HQHUDO 'DWD 3URWHFWLRQ 5HJX(
UHJXODWHG

2XU FXVWRPHUV DOVR H[SHFW WKDW ZH FRPSO\ ZLWK UHJXODWRU\ VWDQGDUGV WKD
PHHW YROXQWDU\ FHUWLILFDWLRQVY RU DGKHUH WR VWDQGDUGY HVWDEOLVKHG E\ WKLUC
GHPDQG WKDW WKH\ EH SURYLGHG D UHSRUW IURP RXU DXGLWRUV WKDW ZH DUH LQ FRPS
VWDQGDUGYV LW FRMPW BRBYHWXWMRPHUY GHPDQG IRU RXU VHUYLFH DQG FRXOG KDUP RX

7KH FRVWV Rl FRPSOLDQFH ZLWK DQG RWKHU EXUGHQV LPSRVHG E\ ODZV UHJXODWL
DQG UHGXFH RYHUDOO GHPDQG IRU LW RU OHDG WR VLJQLILFDQW ILQIQVR $PDQW DRQ W RX
SURWHFWLRQ FRQFHUQV ZKHWKHU YDOLG RU QRW YDOLG PD\ LQKLELW PDUNHW DGRSWL

:H GHSHQG DQG UHO\ XSRQ 6DD6 DSSOLFDWLRQV IURP WKLUG SDUWLHV WR RSHUDWH RX
WKHVH WHFKQRORJLHV PHDRW @XHUBXML\QHIVY DQG RSHUDWLQJ UHVXOWYV

:H UHO\ KHDYLO\ RQ 6DD6 DSSOLFDWLRQV IURP WKLUG SDUWLHYVY LQ RUGHU WR RSHU
PDQDJHPHQW HQWHUSULVH UHVRXUFH SODQQLQJ DQG ILQDQFLDO DFFRXQWLQJ VHUYLFH
LOWHUUXSWLRQV RU EHFDXVH WKH\ DUH QR ORQJHU DYDLODEOH RQ FRPPHUFLDOO\ UHDV
ILOQODQFHY FRXOG EH LQWHUUXSWHG DQG RXU SURFHVVHV IRU PDQDJLQJ VDOHV RI RXU VF
HTXLYDOHQW VHUYLFHV LI DYDLODEOH DUH LGHQWLILHG REWDBIEFWHRXLDQEXNRYBGINFHQWH (

:H UHO\ RQ WKLUG SDUW\ FRPSXWHU KDUGZDUHFRQ® WRWHDBOWD MK RW PHONFKHFRIXIOG FD XV
VRIWZDUH VROXWLRQV

:H UHO\ RQ FRPSXWHU KDUGZDUH SXUFKDVHG RU OHDVHG DQG VRIWZDUH OLFHQVHG
KDUGZDUH DQG VRIWZDUH PD\ QRW FRQWLQXH WR EH DYDLODEOH RQ FRPPHUFLDOO\ UHD
KDUGZDUH RU VRIWZDUH FRXOG UHVXOW LQ GHOD\LQJ RU SUHYHQWLQJ RXU DELOLW\ WR
GHYHORSHG El| RVIRWDEOH LGHQWLILHG REWDLQHG DQG LQWHJUDWHG ,Q DGGLWLRQ H
VRIWZDUH VROXWLRQV FRXOG UHVXOW LQ
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HUURUV RU D IDLOXUH ZKLFK FRXOG GDPDJH RXU UHSXWDWLRQ LPSHGH RXU DELOHRAW W
EXVLQHVVY DQG UHVXOWY RI RSHUDWLRQV

:H IDFH H[SRVXUH WR IRUHLJQ FXUUHQF\ H[FKDQJH UDWH IOXFWXDWLRQV WKDW FRXOG K

:H FRQGXFW WUDQVDFWLRQV SDUWLFXODUO\ LQWHUFRPSDQ\ WDLP\DDAVDL RAKH R4QJ EX
(XUBV ZH JURZ RXU LQWHUQDWLRQDO RSHUDWLRQV ZH H[SHFW WKH DPRXQW RI RXU UHY
IXWXUH $FFREBQQHB®\LQ WKH YDOXH RI IRUHLJQ FXUUHQFIHHWURDOD WHY H QX \BRIE RSHGR'
WUDQVDFWLRQDO DQG WUDQVODWLRQDO UHPHDVXUHPHQWY WKDW DUH UHIOHFWHG LQ R:
IOXFWXDWLRQV LWIIFRXIDVG \ER BRWH BWIXQGHUO\LQJ WUHQGYV LQ RXU EXVLQHVV DQG UHYV
LQ FXUUHQF\ H[FKDQJH UDWHV FDXVH RKU UHRPXRWY H[ISR § WD RRYVRW RWEIH H[SHFWDWLF
RXU FRPPRQ VWRFN FRXOHFBWH ®GYHUVHO\ DI

$GGLWLPQYDD OHVXOW RI %UH[LW JOREDO PDUNHWY DQG IRUHLJQ FWHKHHQIFQ KN RH WHK
SRXQG GHFOLQHG DV FRPSDUHG WR WKH 8 6 GROODU DQG RWKHU FXUUHQFLHV 7KLV YR«
QHIJRWLDWHY DQG H[HFXWHV LWV H[LW IURP WKH (XURSHDQ 8QLRQ EXWLIQLLVFRQMHIAWZHI
SRXQG FRPSDUHG WR WKH 8 6 GROOBBW ROORBXKDEXVDQHVYMWLIEQGHLDO FRQGLWLRQ DQG

:H GR QRW FXUUHQWO\ PDLQWDLQ D SURJUDP WR KHGJH WUDQVDRRWLRID DXOWMKXGRVXH
GHULYDWLYH LQVWUXPHQWY VXFK DV IRUHLJQ FXUUHQF\ IRUZDUG DQG RSWLRQ FRQWUD
UDWHV 7KH XVH RI VXFK KHGJLQHWFWQLYR W IPHRW R DN KDRWDR$ RUW L R B FRM WYKIHXDGY HRIWBIEIQ B
IRUHLJQ H[FKDQJH UDWHV RYHU WKH OLPLWHG WWKH WKH RH&BB\V LBQUHL QY V8 OB FH Q WR/UMIR\Y
DUH XQDEOH WRH¥WUXHAWXWBGH HY ZLWK VXFK LQVWUXPHQWYV

:H DUH VXEMHFW WR JRYHUQPHQWDO H[SRUW DQG LPSRUW FRQWUROV WKDW FRXOG LPSI
OLFHQVLQJ UHTXLUHPHQWY DQG VXEMHFW XV WR OLDELOLW\ LI ZH DUH QRW LQ IXOO FRP

2XU VROXWLRQV DUH VXEMHFW WR H[SRUW FRQWVY ROSR U\W FRBGXPE IQQ.Y W/ BIWLRRRP B H FXIO'E
HFRQRPLF DQG WUDGH VDQFWLRQV U HUXKD\DWWAR 8 § UHRAMPHERAL YRKUIGLEDQ WKMHWY &RQWUROV
DXWKRUL]DWLRQV LQFOXGLQJ DQ\ UHTXLUHG OLFHQVH IRU D SDUWLFXODU H[SRUW RU V
RU ORVV RI VDOHVY RSSRUWXQLWLHY 7KH 8 6 H[SRUW FRQWURO QMHHZM [ BRRUIGWAFRQWRIFHLLF R/IDY
SURGXFWY DQG VHUYLFHVY WR 8 6 HPEDUJRHG RU VDQFWLRQHG FRXQWULHYV JRYHUQPHQ
VROXWLRQV IURP EHLQJ SURYLGHG WR 8 6 VDQFWLRQV WDUJHWV RXU VROXWLRQV FRXO
FRXQWULHY GHVSLWH VXFK SUHFDXWLRQV )DLOXUH WR FRPSO\ ZLWK WKH 8 6 H[SRUW FI
LQFOXGLQJ JRYHUQPHQW LQYHVWLIJDWLRQVH SIQGDRPXWL HY 00R3 HHVS RKRVDOVG. ERIDVAX KEMUH P W: W |
LQFOXGLQJ WKH SRVVLEOH ORVV RI H[SRUW RU LPSRUW SULYLOHJHV ILQHV DQG LQ H[W
DGGLWLRQ LI RXU UHVHOOHUV IDLO W RURE W[SBRQAMS/HR/S R U DDAXHV KRS R DAW LHRIG R U BHFFAB & DAOI
UHSXWDWLRQDO KDUP DQG SHQDOWLHV
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,Q DGGLWLRQ YDULRXV FRXQWULHV UHJXO DWH REXGILRIRW KU R X HIQ E B SSRUIVR G HAUHPE KA
KDYH HQDFWHG ODZV WKDW FRXOG OLPLW RXU DELOLW\ WR GLVWULEXWH RXU VROXWLRQ
WKRVH FRXQWULHV &KDQJHV LQ RXU VROXWLRQV RU FKDQJHV LQ H[SRUW VDQFWLRQV D
RXU VROXWLRQV LQ LQWHUQDWLRQDO PDUNHWY SUHYHQW RXU FXVWRP H UM Z\V RRKH L DAWHHW,
SUHYHQWLQJ WKH H[SRUW RU LPSRUW RI RXU VROXWLRQV WR $RP i KFIRXIHNIUQ HY SRRWHR Q |
HFRQRPLF VDQFWLRQV RU UHODWHG ODZV VKLIW LQ WKH HQIRUFHPHQW RU VFRSH RI HJ[L
WHFKQRORJLHVY WDUJHWHG E\ VXFK UHJXODWLRQV FRXOG UHVXOW LQ GHFUHDVHG XVH R
WR H[LVWLQJ RU SRWHQWLDO FXVWRPHUV ZLWK LQWHUQDWLRQDO RSHUDWLRQV $Q\ GHF
VROXWLRQV ZRXOG OHRWORXWGEXVUVGBYWDIILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHU

H PD\ EH XQDEOH WR LQWHJUDWH DFTXLUHG EXVLQHVVHV DQG WHFKQRORJLHV VXFFHVV
WUDQVDFWLRQV

2Q $XJIXVW ZH FRPSOHWHG WKHHXQERRW WRT MYWDIOXIDRMH DQG FRQVLGHU SRWH
DFTXLVLWLRQV RI RULQYHVWPHQWY LQ EXVLQHVVHV WHFKQRORJHHNO VR WPYDLFHYW 85 URLG
ZLWK RWKHU EXVLQHVVHV WR H[SDQG RXU SURGXFWY DQG VHUYLFHV ZKLFK FRXOG LQYR
RU GLVFRXQW SULFLQJ

7KH 5XQERRN $FTXLVLWLRQ RU DQ\ IXWXUH DFTXLVLWLRQ LQYHVWPHQW RULEXVOVQLHH
H[SHQGLWXUHV ,ZH STOUVHLGFRKFOXMOEW 6 W IGHV DVVLPLODWLQJ RU LQWHJUDWLQJ WKH EXVLQHV)
RSHUDWLRQV Rl WKH DFTXLUHG FRPSDQLHV VXFK DV 5XQERRN SDUWLFXODUO\ LI WKH NI
VRIWZDUH LV QRW HDVLO\ DGDSWHG WR ZR URXDMWKUR XD SQ@IDWI BMKH RXVIHRRBYM BLDQ\ D
RZQHUVKLS PDQDJHPHQW RU RWKHUZHWK RID DCHRERVHRWL BE QERRWRIFXVWRPHUV ,1 ZH D
FXVWRPHUV WR RXU FORXG VROXWLRQ RU LVRE BUHRMRYBZOKW HW RLMKWRX U 5\ B \§ KRUER RRWX U
DIHFWHG $FTXLVLWLRQV PD\ DOVR GLVUXSW RXU EXVLQHVV GLYHUW RXU UHVRXUFHV DC(
DYDLODEOH IRU GHYHORSPHQW RI RXUNHKH \DWMOLF ESYWQIKEYEH Q RUHARW IRU DQ\ DFTXLVLWLRQ
QRW EH UHDOL]HG RU ZH PD\ EH H[SRVHG WR XQNQRZQ ULVNV RU OLDELOLWLHYV

1HJRWLDWLQJ WKHVH WUDQVDFWLRQNXPODA EGHGCWH[BSH GRIOMK PRQG XU DELOLW\ WR FR
VXEMHFW WR DSSURYDOV WKDW DUH EHVNRE®&HR WW FQ QIFIRICR QR HWYHHTIX HQ WQQORXQFHG PD\
WKRVH WUDQVDFWLRQV ZH PD\

LVVXH DGGLWLRQDO HTXLW\ VHFXULWLHY WKDW ZRXOG GLOXWH RXU H[LVWLQJ VWF
XVH FDVK WKDW ZH PD\ QHHG LQ WKH IXWXUH WR RSHUDWH RXU EXVLQHVV

LQFXU ODUJH FKDUJHVY RU VXEVWDQWLDO OLDELOLWLHYV

LQFXU GHEW RQ WHUPV XQIDYRUDEOH WR XV RU WKDW ZH DUH XQDEOH WR UHSD\
HQFRXQWHMNOGNLHY UHWDLQLQJ NH\ HPSOR\HHV RI WKH DFTXLUHG FRPSDQ\ RU LQW!
EHFRPH VXEMHFW WR DGYHUVH WD[ FRQVHTXHQFHVY VXEVWDQWLDO GHSUHFLDWLRH
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7KH QDWXUH RI RXU EXVLQHVV UHTXLUHV WKH DSSOLFDWLRQ RI FRPSOH[ UHYHQXH DQG
UHJXODWRU\ HQYIHFRQRHQW @HUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV LV XQFHUWDL
DIHFW RXU ILQDQFLDO VWDWHPHQWY JRLQJ IRUZDUG DQG FKDQJHV LQ ILQDQFLDO DFFRX(
XQH[SHFWHG ILQDQFLDO UHSRUWLQJ IOXFWXDWLRQV DQG KDUP RXU RSHUDWLQJ UHVXOW

7KH DFFRXQWLQJ UXOHV DQG UHJXODWLRQV WKDW ZH PXVW FRPSO\ ¥6% KWKXUHH 6F & FOSX
YDULRXV ERGLHV IRUPHG WR SURPXOJDWH DQG LQWHUSUHW DSSURSULDWH DFFBE® \WLQW
6(& KDYH IRFXVHG RQ WKH LQWHJULW)\ RI ILQDQFLDO UHSRUWLQJ DQG LQWHUQDO FRQWU
KHLJKWHQHG VFUXWLQ\ E\ UHJXO DWWRKH DRFR X\KWLINEWLEH YXDRK B IXODWLRQV DUH FRQ
PDWHULDOO\ LPSDFW RXU ILQDQFLDO VWDWHBE® WV V XRIG K FFARSQRHV LL@J G6W D Q GRWIKGY )8 S G D
5HYHQXH IURP &RQWUDFWR ZURAVK & XDAWRPHOQEFKGZLOO VXSHUVHGH QHDUO\ DOO H[LVWLQJ

WKH QHZ VWDQGDUG SHUPLWYV HDUO\ DGRSW LIRIG W VY HDGDW B \R F DMKHD QHZ UH Y MQOHHHM W D Q ¢
VWDQGDUG SHUPLWY DGRSWLRQ HLWKHU E\ XVLQJ L D IXO0 UHWURVSHFWLYH DSSURDFEk
UHWURVSHFWLYH DSSURDFHKHAW R IWIQH WKBRODWESB\HRJ WKH QHZ VWDQGDUG UHFRJQL]H
FHUWDLQ DGGLWLR®DZL GQVFORYWUWHK/H QHZ UHYHQXH JXLGDQFH LQ WKH ILUVW TXDUWHU
DGRSW XVLQJ D IXO0O UHWURVSHFWLYH R UHPRGH. IEXGUBIWIDR \DSHFHNMLIQ D BIKHRDFKD EW R1 \
DUUDQJHPHQXVWUHQWO\ EHOLHYH WKDW WKH QHZ JXLGDQFH ZLOO LPSDFW WKH DPRXQW |
VDOHV FRPPLMVILRR@YUDOO\ GR QRW SD\ VDOHV FRPPLVVLRQV XSRQ FRQWUDFW UHQHZDO

FRPPLVVLRQV ZLOO EH UHFRJQL]HG RYHU DQ HVW L ®RWHED BX VHEPBXQG HI B FYOWUK-HUWWIKKD. G
JXLGDQFH LV DOVR H[SHFWHG WR LPSDFW RXU DUUDQJHPHQWYV VXEMHFW WR FXUUHQW VI
GLVFORVXUHV RI RXU UHYHHQ XB YOHJ QRQIHPM QWD QWLILHG WKH LPSDFW RI WKHVH FKDQJHV
FKDQJHV WR RXU EXVLQHVV SURFHVVHV V\VWHPV DQG FRQWUROV W R WK SRRW WHWKUR DHY
VXFK FKDQJHV

:H FDQQRW SUHGLFW WKH LPSDFW RI IXWXUH FKDQJHVY WR DFFRXQWLQJ SULQFLSOH\
IRUZDUG ZKLFK FRXOG KIHWWFWDRQLR®UI UHB®W WH G | L Q D QHFRE W OV K H VIXIDSARW VWLAOG) RR ADWGD QN D F
DOQQRXQFHPHQW RI WKH FKDQJH ,Q DGGLWLRQ LI ZH ZHUH WR FKDQJH RXU FULWLFDO DF
OLFHQVH UHYHQXH DQG RWKHU UHYHQXH VRXUFHY RXHFRSHWDWLQJ UHVXOWY FRXOG EH

,QFRUUHFW RU LPSURSHU LPSOHPHQWDWLRQ RU XVH RI RXU VROXWLRQV FRXMHFW HRXO W
EXVLQHVV UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG JURZWK SURVSHFWYV

2XU SODWIRUP LV GHSOR\HG LQ D ZLGH YDULHW\ RI WHFKQRORJ\ HQYLURQPHQWYV DQ
LQWHJUDWHG LQWR ODUJH VFDOH HQWHUSULVH ZLGH WHFKQRORJ\ HQYLURQPHQWY DQG
LPSOHPHQW RXU SODWIRUP VXFFHVVIKHAROWH®@ WKMVWWHR X UURQPHROPHWY: LQ LPSOHPHQWLC
DWWHPSW WR LPSOHPHQW HYHQ FRPSOH[ GHSOR\PHQWV WKHPVHOYHV RU XVH D WKLUG S
SODWIRUP VXFRAHDVIKXQDEOH WR GR VREXQWRWHP HBHUFBIGYWHBQV RI RXU SODWIRUP DQG F
UHSXWDWLRQ DQAHUWMGGFRYWWRPIHUYV PD\ FKRRVH QRW WR UHQHZ RU H[SDQG WKH XVH RI
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2XU FXVWRPHUV DQG WKLUG SDUW\ UHVHOOHUYV PD\ QHHG WUDLQLQJ LQ WKH SURSHL
LPSOHPHQWHG RU XVHG FRUUHFWO\ RU DV LQWHQGHG LQFOXGLQJ LI FXVWRPHUV LQSXW
SHUIRUPDQFH PD\ UHVXOW %HFDXVH RXU FXVWRPHUV UHO\ RQ RXU SODWIRUP WR PDQDJ
LPSURSHU LPSOHPHQWDWLRQ RU XVH RI RXU SODWIRUR FRNQ WDHEXAURM HWOR YANUD R UF XS\OVD RVA
SURYLGH DGHTXDWH SURGXFW VXSSRUW WR RXU FXVWRPHUV PD\ UHVXOW LQ QHJDWLYH
FXVWRPHU EDVH DQ\ IDLOXUH E\ XV WR SURSHUO\ SURYLGH WKHVH VHUYLFHYVY ZLOO OLNF

$Q\V IDLOXUHUVRLRK TXDOLW\ SURGXFW V XSIHFOWVRXD\ DHYBIWNVRQVIOUSY ZLWK RXU FXVWRPF

,Q GHSOR\LQJ DQG XVLQJ RXU VROXWLRQV RXU FXVWRPHUV GHSHQG RQ RXU VXSSRL
LVVXHN PD\ EH XQDEOH WR UHVSRQG TXLFNO\ HQRXJK WR DFFRPPRGDWH VKRUW WH DO VR
PD\ EH XQDEOH WR PRGLI\ WKH QDWXUH VFRSH DQG GHOLYHU\ RI RXU SURGXFW VXSSRU\
RXU FRPSHWLWRUV ,QFUHDVHG FXVWRPHU GHPDQG IRU SURGXFW VXSSRUW ZLWKIRIEW R
RSHUDWLQJ UHVXOWYV 2XU VDOHV DUH KLJKO\ GHSHQGHQW RQ RXU EXVLQHVV UHSXWDWL
IDLOXUH WR PDLQWDLQ KLJK TXDOLW\ SURGXFW VXSSRUW RU D PDUNHW SHUFHSWLRQHF¥I
RXU UHSXWDWLRQ RXU DELOLW\ WR VHOO RXU VROXWLRQV WR H[LVWLQJ DQG SURVSHFW

,] WKH PDUNHW IRU 6DD6 VROXWLRQV GHYHORSV PRUH VORZO\ WKDQ ZH H[SHRAWWRHGGHFO

7KH PDUNHW IRU 6DD6 VROXWLRQV LV ORKY\S PHDMBYWWZ IMKHD Q@ SABIOH. FPIDW INRIQW | FOWQ G WK H [
PD\ EH VORZHU DW FRPSDQLHV LQ LQGXVWULHV ZLWK KHLJKWHQHG GDWD VHFXULW\ LQWI
VRIWZDUH 0DQ\ RUJDQL]DWLRQV KDYH LQYHVWHG VXEVWDQWLDO SHUW BQ B RROXWNA RIQQDK
EXVLQHVVHV DQG WKHUHIRUH PD\ EH UHOXFWDQW RU XQZLOOLQJ WR SXUFKDVH 6DD6 VR
FORXG EDVHG VROXWLRQV EHFDXVH WKH\ KDYH FRQFHUQV UHJDUGLQJ WKH ULVNV DVVRF
DVVRFLDWHG ZLWK WKHVH VROXWLRQV %HFDXVH RXU VROXWLRQV LQYROYH WKH DJJUHJ
LQFOXGLQJ KLJKO\ FRQILGHQWLDO ILQDQFLDO GDWD VRPH FXVWRPHUV PD\ EH UHOXFWD

W LMY oW WR SUHGLFW FXVWRPHU DGRSWLRQ UDWHYVY DQG GHPDQG IRU RXU VRIWZCL
HQWU\ RI FRPSHWLWLYH SURGXFWYV RU VHUYLFHV 7KH H[SDQVLRQ RI WKH 6DD6 VROXWLR
SHUIRUPDQFH DQG SHUFHLYHG YDOXH DVVRFLDWHG ZLWK 6DD6 DV ZHOO DV WKH DELOLW
*RYHUQPHQW DJHQFLHVY KDYH DGRSWHG RU PD\ DGRSW ODZV DQG UHJXODWLRQV UHJDU!
FRQVXPHUV DQG RWKHU LQGLYLGXDOV RU PD\ VHHN WR DFFHVV LQIRUPDWLRQ RQ RXU S¢
SODWIRUP ,I ZH RU RWKHU 6DD6 SURYLGHUV H[SHULHQFH GDWD VHFXULWUL R WIKGIHQSWR K
PDUNHW IRU 6DD6 VROXWLRQV LQFOXGLQJRKXKWHODWERDEB WOOXEHMLARYDGR YOHRON BRQWLQ X
WKHUH LV D UHGXFWLRQ LQ GHPDQG IRU 6DD6 VROXWLRQV FDXVHG E\ D ODFN RI FXVWRP|
FRQFHUQV JRYHUQPHQWDO UHJXODWLRQ FRPSHWLQJ WHFKQRORJLHY DQG SURGXFWV R
GHFUHDVHG UHYHQXH DQG RXU EXVURBRARWWJERXOG EH DGYHUVHO\ DI
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8QIDYRUDEOH FRQGLWLRQV LQ RXU LQGXVWU\ RU WKH JOREDO HFRQRP\ FRXOG IGHFX VR RWX
RSHUDWLQJ UHVXOWYV

2XU RSHUDWLQJ UHVXOWV PD\ YDU\ EDVHG RQ WKH LPSDFW RI FKDQJHV LQ RXU LQGX
JURZWK DQG SRWHQWLDO SURILWDELOLW\ RI RXU EXVLQHVV GHSHQG RQ GHPDQG IRU EX\
DQG ILQDQFH VIVWHPMDR BEBRQRFXP FBHFGL WKRIQWDMH RI DFFRXQWLQJ DQG ILQDQFH DQG
FRXOG DGYHUFWHRXDIFXVWRPHUV RU SRWHQWLDO FXVWRPHUV DELOLW\ RU ZLOOLQJQHV"
UHGXFH WKH YDOXH RU GXUDWLRQ RI WHFM LD WX\EWLFW L B @/ LUFDQV FIR Q I OI0I FRW\VRKR B O F IR X DG LG
HFRQRPLF FRQGLWLRQV GHWHULRUDWH RXU FXVWRPHUV DQG SURVSHFWLYH FXVWRPHUYV
WHFKQRORJ\ EXGJHWYV ZKLFK ZRXOG OLPLW RXU DE LIGIEW\ R JRRZURNL @ X WIH/HKOWNQG Q

&KDQJHV LQ ODZV DQG UHIJXODWLRQV UHODWHG WR WKH LOQWHUQHW DQG FORXG FRPSXW
GHPDQG IRU RXU VROXWLRQV DQG FRXOG KDYH D QHIJDWLYH LPSDFW RQ RXU EXVLQHVYV

7TKH IXWXUH VXFFHVV RI RXU EXVLQHVV GHSHQGYV XSRQ WKH FRQWLQXHG XVH RI WKH
DQG EXVLQHVYVY DSSOLFDWLRQV )HGHUDO VWDWH RU IRUHLJQ JRYHUQPHQW ERGLHV RU L
UHIXODWHRWNVNQDIWKH XVH RI WKH LOWHUQHW DV D FRPPHUFLDO PHGLXP 5HJXODWRUV LC
DGRSW UHJXODWLRQV RU LQWHUSUHWLYH SRVLWLRQV UHJDUGLQJ WKH XVH RI 6DD6 DQG
UHJXODWRUYV KDYH LPSRVHG JXLGHOLQHV IRU WKH XVH RI FORXG FRPSXWLQJ VHUYLFHV \
WR REWDLQ UHJXODWRU\ DSSURYDO SULRU WR XWLOL]JLQJ VXFK VRIWZDUH &KDQJHV LQ \
WR FRPSO\ ZLWK WKHVH FKDQJHV ,Q DGGLWLRQ JRYHUQPHQW DJHQFLHV RU SULYDWH RI
RWKHU FKDUJHV IRU DFFHVVLQJ WKH LQWHUQHW RU FRPPHUFH FRQGXFWHG YLD WKH LQW
FRPPHUFH RU FRPPXQLFDRURMHWIBYHUP OB GXFWLRQV LQ WKH GHPDQG IRU LQWHUQHW EL
WKH XVH RI WKH LQWHUQHW DV D EXVLHHAFWNGWERRD WR)XEHD BEHV DLOQYWKWYH®NYHORSPHQW RU
WR KDQGOH LQFUHDVHG GHPD§B N XRULHADLVIDFFR YR WH DRFIVIXEFHEW V LEQOG LMX\DO LW\ RI VHUYLFH 7tk
LQWHUQHW DQG LWV DFFHSWDQFH DV D EDHVVOHHE \EW RROXK/BW EHEHRUPGY BQGHWLPRIODU PD1
KDV H[SHULHQFHG D YDULHW\ RI RXWDJHV DQG RWKHU GHOD\V DV D UHVXOW RI GDPDJH V
DIHFWHG E\ WKHVH LVVXHV GHPDQG IRU RXU VROXWLRQV FRXOG GHFOLQH

:H SURYLGH VHUYLFH OHYHO FRPPLWPHQWY XQGHU RXU FXVWRPHU FRQWUDFWY DQG LI
UHYHQXHV FRXOG EHHFGWHHA VHO\ DI

2XU FXVWRPHU DJUHHPHQWY W\SLFDOO\ SURYLGH VHUYLFH OHYHO FRPPLWPHQWYV I
VXHU HIWHQGHG SHULRGV RI XQDYDLODELOLW\ IRU RXU DSSOLFDWLRQV ZH PD\ EH FRQW
UHIXQGV IRU SUHSDLG DPRXQWV UHODWHG WR XQXVHG VXEVFULSWLRQ VHUYLFHV RU ZH
DIHFWHG LIHIHXYQMFKHGXOHG GRZQWLPH WKDW H[FHHGV WKH DOORZHG GRZQWLPHV XQGH
RXWDJHV FRXOGIBBWHUVMHOH®SXWDWLRQ UHYHQXHYVY DQG RSHUDWLQJ UHVXOWYV
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6HDVRQDOLW\ FRXOG FDXVH RXU RSHUDWLQJ UHVXOWY DQG ILQDQFLDO PHWULFV WIRF XD
SUHGLFW

:H W\SLFDOO\ DGG IHZHU FXVWRPHUV LQ WKH ILUVWHTXOWRVH[USR U MWKHFH D WK MWIKIHQ RF
HQG RI HDFK TXDUWKUFBQ® \RIMHQ WKH UHVXOW RI EX\LQJ GHFLVLRQV E\ RXU FXVWRPHU
DQG VRPHWLPHYVY PD\ QRW EH LPPHGLDWHO\ DSSDUHQW LQ RXU UHYHQXH GXH WR WKH ILC
DJUHHPH®WAWD\:DOVR LQFUHDVH H[SHQVHV LQ D SHULRG LQ DQWLFLSDWLRQ RI IXWXUH UH
GLHUHQW SHULRGYV ZLOO FDXVH IOXFWXDWLRQV LQ RXU ILQDQFLDO PHWULFV DQG WR D (
ZLOIKMBW RXU UHVXOWY RQ D TXDUWHUO\ EDVLY DQG ZLOO PDNH IRUHFDMWKQWRXU IXWXU

2XU LQWHUQDWLRQDO RSHUDWLRQV VXEMHFW XV WR SRWHQWLDOO\ DGYHUVH WD[ FRQVH

:H UHSRUW RXU WD[DEOH LQFRPH LQ YDULRXVY MXULVGLFWLRQV ZRUOGZLGH EDVHG
LOWHUFRPSDQ\ UHODWLRQVKLSY DUH VXEMHFW WR FRPSOH[ WUDQVIHU SULFLQJ UHJXOD\
UHOHYDQW WD[LQJ DXWKRULWLHYV PD\ GLVDJUHH ZLWK RXU GHWHUPLQDWLRQV DV WR WK
VSHFLILF MXULVGLFWLRQV ,I VXFK DDQIGVRIUHIHFPHQW ZGI ZH WR RRRA¥F XMXVWDLQHG ZH FRXO
LQWHUHVW DQG SHQDOWLH\W H vWAPKH FFKR PO ¢ HYHHKW KHRIQM D[ UDWHYV UHGXFHG FDVK IORZV
RXU RSHUDMWERQYHYH WKDW RXU ILQDQFLDO VWDWHPHQWY UHIOHFW X\EHTKBWH RDHY BEH YO
WKDW UHJDUG

7KH HODFWPHQW RI OHJLVODWLRQ LPSOHPHQWLQJ FKDQJHV LQ WKH 8 6 WD[DWLRQ RI LQ
UHIRUP SROLFLHVY FRXOG PDWHULDOO\ LPSDFW RXU ILQDQFLDO SRVLWLRQ DQG UHVXOWYV

5HFHQW FKDQJHV WR 8 6 WD[ ODZV LQFOXGLQJ OLPLWDWLRQV RQ WKH DELOLW\ RI \
WR 8 6 WD[ ODZV WKDW PD\ EH HQDFWHG LQ WKH IXWXUH FRXOG LPSDFW WKH WD[ WUHD
EXVLQHVYV DFWLYLWLHYV DQ\ FKDQJHV LQ WKH 8 6 WD[DWLRQHFWLYRK WEWULDYWMLBEGP BRI
ILQDQFLDO SRVLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

2XU DELOLW\ WR XVH RXU QHWIRHWUIDXWXYHORYNDHO WR @EARPH PD\ EH VXEMHFW WR OLPLW

$V RI '"HFHPEHU ZH KDG IHGHUDO DQG VWDWH QHW RSHUDWLQJ ORVV FDUU\IRL
UHVSHFWQYHIOHUDO XQGHU 6HFWLRQ RI WKH ,QWHUQDO 5HYHQXH &RGH RI DV DP}
RZQHUVKLS FKDQJH LV VXEMHFW WR OLPLWDWILVRHMW IRQ/ X WH BB [DEGH WERFRWHO R KU LI VV1
OLPLWDWLRQV DULVLQJ IURP SUHYLRXV RZQHUVKLS FKDQJHY DQG LI ZH XQ GHWLUI@JID @ XRLZ (
XWLOL]H 12/V FRXOG EH IXUWKHU OLPLWHG E\ 6HFWLRQ RI WKH &RGH )XWXUH FKDQJH
FRXOG UHVXOW LQ DQ RZQHUVKLS FKDQJH XQGHU 6HFWLRQ RI WKH &RGH )XUWKHUPRL
WKH IXWXUH PD\ EH VXEMHFW WR OLPLWDWLRQV 7KHUH LV DOVR D ULVN WKDW GXH WR L
XQIRUHVHHQ UHDVRQV RXU H[LVWLQJ 12/V FRXOG H VSLW HXR\WUX B W K QE RIP\HH WVEDH XOQ DEDOQ W E
QRW EH DEOH WR UHDOL]JH D WD[ EHQHILW IURP WKH XVH Rl RXU 12/V ZKHWKHU RU QRW :
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7D[LQJ DXWKRULWLHYV PD\ VXFFHVVIXOO\ DVVHUW WKDW ZH VKRXOG KDYH FROOHFWHG R
VLPLODU WD[HV DQG ZH FRXOG EH VXEMHFW WR OLDELOLW\ ZLWK UHVSHFW WRUSDNWXRBW
RSHUDWLRQV

6DOHVY DQG XVH YDOXH DGGHG DQG VLPLODU WD[ ODZV DQG UDWHV YDU\ JUHDWO\ E
MXULVGLFWLRQV LQ ZKLFK ZH GR QRW FROOHFW VXFK WD[HV PD\ DVVHUW WKDW VXFK WD
LQWHUHVW DQG ZH PD\ EH UHTXLUHG WR FROOHFW VXFK WD[HV LQ WKH IXWXUH 6XFK WI
DGYHUVHBWDRXU UHVXOWY RI RSHUDWLRQV

7KH HYWLPDWHVY RI PDUNHW RSSRUWXQLW\ DQG IRUHFDVWY RI PDUNHW JURZWK LQFOXGH
WKH PDUNHW LQ ZKLFK ZH FRPSHWH DFKLHYHVY WKH IRUHFDVWHG JURZWK RXU EXVLQHVV

ODUNHW RSSRUWXQLW\ HVWLPDWHYV DQG JURZWK IRUHFDVWY DUH VXEMHFW WR VLJQ
PD\ QRW SURYH WR EH DFFXUDWH 7KH HVWLPDWHY DQG IRUHFDVWYVY LQ WKLY SURVSHFWX
FRPSUHKHQVLYH SODWIRUP WR DXWRPDWH DFFRXQWLQJ DQG ILQDQFH SURFHVVHV DQG L
ZKLFK ZH FRPSHWH PHHWYV WKH VL]H HVWLPDWHY DQG JURZWK IRUHFDVWHG LQ WKLV SUR

:H PLIKW UHTXLUH DGGLWLRQDO FDSLWDO WR VXSSRUW EXVLQHVY JURZWK DQG WKLV F

:HLQWHQG WR FRQWLQXH WR PDNH LQYHVWPHQWY WR VXSSRUW RXU EXVLQHVV JUR
FKDOOHQJHV LQFOXGLQJ WKH QHHG WR GHYHORS QHZ IHDWXUHV RU HQKDQFH RXU H[LVV
FRPSOHPHQWDU\ EXVLQHVVHYVY DQG WHFRQDWRQRHBGHW RSHERDIEHL QQONTXLW\ RU GHEW ILQDQF
UDLVH DGGLWLRQDO IXQGV WKURXJK IXUWKHU LVVXDQFHV RI HTXLW\ RU ARQWHUWLB®B @&
DQG DQ\ QHZ HTXLW\ VHFXULWLHV ZH LVVXH FRXOG KDYH ULJKWV SUHIHUHQFHV DQG SUL
ILQDQFLQJ VHFXUHG E\ XV LQ WKH IXWXUH FRXOG LQYROYH UHVWULFWLYH FRYHQDQWYV U
PDWWHUV ZKLFK PD\ PIDRXHO WWMRPWR YN ®R REWDLQ DGGLWLRQDO FDSLWDO DQG WR SXUVXH
DGGLWLRQ ZH PD\ QRW EH DEOH WR REWDLQ DGGLWLRQDO ILQDQFLQJ RQ WHUPV IDYRUD
ILQDQFLQJ RQ WHUPV VDWLVIDFWRU\ WR XV ZKHQ ZH UHTXLUH LW RXU DELOLW\ WR FRQ
FKDOOHQJHY FRXOG EH VLIJQLILFDQWO\ LPSDLUHG

I1DWXUDO GLVDVWHUY DQG RWKHU HYHQWY EH\RQG RXU FRQWURO FRXOG KDUP RXU EXVL

1DWXUDO GLVDVWHUY RU RWKHU FDWDVWURSKLF HYHQWYV PD\ FDXVH GDPDJH RU GLV
HFRQRP\QG WKXV FRXOG KDYH DHFW URRID X\Q H2DOUWE XWULIHVY RSHUDWLRQV DUH VXEMHFW Wi
VKRUWDJHV SDQGHPLFV DQG RWKHU HYHQWV EH\RQG RXU FRQWURO $OWKRXJK ZH PDLC
FRXOG PDNHFX®WGRU LPSRVVLEOH IRU XV WR GHOLYHU RXU VROXWLRQV WR RXU FXVWRPH
RXU UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHY FRUSRUDWH KHDGTXDUWHUV LQIRUPD\
ORFDWHG LQ &DOLIRUQLD ZKLFK KDV H[SHULHQFHG PDMRU HDUWKTXDNHV LQ WKH SDVW
RXU ILQDQFLDO FRQGLWLRQ DQG RSHUDWLQJ UHVXOWY FRXOG EH KDUPHG LQ WKH HYHQV
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,] RXU JRRGZLOO RU LQWDQJLEOH DVVHWYVY EHFRPH LPSDLUHG ZH PD\ EH UHTXLUHG WR U

:H UHYLHZ RXU JRRGZLOO DQG LQWDQJLEOH DVVHWYV IRU LPSDLUPHQW ZKHQ HYHQW'
EH UHFRYHUDEOH *RRGZLOO LV UHTXLUHG WR EHSWHRWHHG® FRU LPSDLAH KR & IRR @HLDO/AV O
ZLWK D QHW ERRN YDOXH RI PLOOLRQ UHODWHG WR WKH $FTXLVLWLRQ DQG WKH 5
SDUWLFXODUO\ LI VXFKHFRDRU R KKDQJ MWIKIHRHIH RI RXU FULWLFDO DVVXPSWLRQV RU HVWLPE
YDOXH WKDW FRXOG UHVXOW LQ DQ LPSDLUPHQW FKDUJH WR RXU JRRGZLOO RU LQWDQJL
RSHUDWLQJ UHVXOWYV

Risks Related to Ownership of Our Common Stock and this Offering

7KH PDUNHW SULFH RI RXU FRPPRQ VWRFN PD\ EH YRODWLOH DQG \RX FRXOG ORVH DOO

7KH PDUNHW SULFH RI RXU FRPPRQ VWRENQILKRBEN EXHQ Q@IOELP D\ PREONVIFOXIH WR EH VI
UHVSRQVH WR YDULRXV IDFWRUV VRPH RI ZKLFK DUH EH\RQG RXU FRQWURO DQG PD\ QR\
IOXFWXDWLRQV LQ WKH PDUNHW SULFH RI RXU FRPPRQ VWRFN LQFOXGH WKH IROORZLQJ

DFWXDO RU DQWLFLSDWHG IOXFWXDWLRQV LQ RXU RSHUDWLQJ UHVXOWYV
WKH ILOQODQFLDO SURMHFWLRQV ZH PD\ SURYLGH WR WKH SXEOLF DQ\ FKDQJHV LQ \

IDLOXUH RI VHFXULWLHY DQDO\WWYV WR LOQLWLDIFWEB @RIHWVRIOQW Q DQ FLROYGH IV WH. RD \R K Y
ZKR IROORZ RXU FRPSDQ\ RU RXU IDLOXUH WR PHHW WKHVH HVWLPDWHYV RU WKH H|

UDWLQJV FKDQJHV E\ DQ\ VHFXULWLHY DQDO\WWV ZKR IROORZ RXU FRPSDQ\

DQQRXQFHPHQWYV E\ XV RU RXU FRPSHWLWRUV RI VLIQLILFDQW WHFKQLFDO LQQRYI
FDSLWDO FRPPLWPHQWYV

FKDQJHV LQ RSHUDWLQJ SHUIRUPDQFH DQG VWRFN PDUNHW YD ORKWD WLKRQH R IQRRAXKH |
SDUWLFXODU

SULFH DQG YROXPH IOXFWXDWLRQV LQ WKH RYHUDOO VWRFN PDUNHW IURP WLPH W
FKDQJHV LQ DFFRXQWLQJ VWDQGDUGY SROLFLHV JXLGHOLQHV LOWHUSUHWDWLRC(
DFWXDO RU DQWLFLSDWHG GHYHORSPHQWY LQ RXU EXVLQHVV RU RXU FRPSHWLWRI
GHYHORSPHQWY RU GLVSXWHV FRQFHURL ®RX R>SW R Q@ WHOW R EWXDIOU § USRBLHWWS UR S UL |
DQQRXQFHG RU FRPSOHWHG DFTXLVLWLRQV RI EXVLQHVVHV RU WHFKQRORJLHV E\ |
QHZ ODZV RU UHJXODWLRQV RU QHZ LQWHUSUHWDWLRQV RI H[LVWLQJ ODZV RU UH
DQ\ PDMRU FKDQJH LQ RXU ERDUG RI GLUHFWRUV RU PDQDJHPHQW

VDOHV RI VKDUHV RI RXU FRPPRQ VWRFN E\ XV RU RXU VWRFNKROGHUV

ODZVXLWY WKUHDWHQHG RU ILOHG DJDLQVW XV DQG

RWKHU HYHQWY RU IDFWRUV LQFOXIGQRLIGW R RAWHRU HWEKOWRLWLIV PURRPU ZDHDIV SRQVHYV WR
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,Q DGGLWLRQ WKH VWRFN PDUNHWY DQG LQ SDUWLFXODU WKH PDUNHW RQ ZKLFK R
YROXPH IOXFWXDWILRRW HWGK D GK BR @ ADM QXKIHWPRFDDNHW SULFHV RI HTXLW\ VHFXULWLHV RI P
PDQ\ WHFKQRORJ\ FRPSDQLHYV KDYH IOXFWXDWHG LQ D PDQQHU XQUHODWHG RU GLVSURS
SDVW VWRFNKROGHUV KDYH LQVWLWXWHG VHFXULWLHY FODVWM ZRWIHIH OLRV EHIFW PRIQL OR/(C
OLWLIJDWLRQ LW FRXOG VXEMHFW XV WR VXEVWDQWLDO FRVWY GLYHUW UHVRXUFHV DQ
DIHFW RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG FDVK IOR.

7KH &RPSDQ\ LV FRQWUROOHG E\ FHUWDLQ RI RXU 3ULQFLSDPBUsWRMMNWKEEHWR RWRMH V@

,PPHGLDWHO\ IROBRERQJ RXKLBWRIQFLSDO 6WRFNKROGHUV ZLOO EHQHILFLDOO\ RZQ 1
FRPPRQ VWRFN DQOGLUWHWRUWRIRXU 3ULQFLSDO 6WRFNKROGHUYV ZLOO FRPBHIKDH B RO
LQWR D 6WRFNKROGHUV $JUHHPHQW ZLWK WKH 3ULQFLSDO 6WRFNKROGHUV ZKLFK SURY
RI RXU ERDUG RI GLUHFWRUYVY DV GHVFULEHG LQ HODQWILHPEDWHWOWRRDW WWKMHSEMUWLRE WR
DJUHH WR YRWH IRU WKHVH QRPLQHHY DV ZHOO DV RWKHU GLUHFWRUV UHFRPPHQGHG E\

8QGHU WKH 6WRFNKROGHUV $JUHHPHQW DQG VXEMHFW WR RXU DPHQGHG DQG UHVW
DQG DSSOLFDEONRPDRQJ DV WKH 3ULQFLSDO 6WRFNKROGHUV FROOHFWQWHOHN RZQURUDIRK
RI WKHLU FBRRPOW P DYHY DV GHILQHG LQ WKH 6WRFNKROGHUV $JUHHPHQW DV DGMXVV
GLYLGHQG VWRFN VSOLW UHYHUVH VWRFN VSOLW RU VLPLODU FKDQJHV LQ RXU FDSLWI
GLUHFWRUV LQEORDWQYNWKRVH RI DW OHDVW WZR GLUHFWRUYV GHVLIJQDWHG E\ 6LOYHU

DQ\ YROXQWDU\ OLTXLGDWLRQ ZLQGLQJ XS RU GLVVROXWLRJHRUJDQ\L IFWLLRR® RIH O
WKH FRPSDQ\ RU LWV VXEVLGLDULHV

FHUWDLQ GLVSRVLWLRQV RI DVVHWYV LQ H[FHVV RI PLOOLRQ RU HQWU\ LQWR MR/
LQ HDFK FDVH E\ WKH FRPSDQ\ RU LWV VXEVLGLDULHV

IXQGDPHQWDO FKDQJHV LQ WKKN @DWXVM VRAIEW KELPRRFHVQH[LVWLQJ OLQHV RI EXVLC
RI EXVLQHVYV

DQ\ DPHQGPHQWYV WR/ WRHERPSDWG UHVWDWHG FHUWLILFDWH Rl LQFRUSRUDWLRQ
LQFXUUHQFH RI LQGHEWHGQHVV LQ H[FHVV RI PLOOLRQ

DSSRLQWPHQW RU WHUPLQDWLROQFRIUWRBBGKLHI ([HFXWLYH 21

FKDQJH Rl FRQWURO WUDQVDFWLRQV

6HH &HUWDLQ 5HODWLRQVKIWEDOQNQEWIHHROPWHG 3DUW\ 7

JROORZLQJ RXU LIGIM DDO VeKHESGUR RFLSDO 6WRFNKROGHUY DUH DEOH WR GHWHUPLQH
DSSURYDO LQFOXGLQJ PHUJHUV DQG RWKHU PDWHULDO WUDQVDFWLRQV DQG ZLOO EH C
GLUHFWRUV RU D FKDQJH LQ FRQWURO RI RXU FRPSDQ\ WKDW FRXOG GHSULYH RXU VWRF
DV SDUW RI D VDOH RI RXU FRPSDI®IF QW KRHL PIOW NKFOW SRID WHI R\ RIXU FRPPRQ VWRFEN
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JXUWKRXUJ DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDW L RAMX B URRHAMW Bl VOWM
RSSRUWXQLW\ ZLOO QRW DSSO\ WR 6LOYHU /DOHDOXPRWURU WKGLG L WHFA R UYHW EH F\@ HWH JB
6WRFNKROGHUV $JUHHPHQW LQ D PDQQHU WKDW ZRXOG SURKLELW WKHP IURP LQYHVWL(
FXVWRPHUV $FWKUHFHQGODUHFWRUYV ZLOO KDYH WKH ULJKWV WR SXUVXH EXVLQHVV RSSRU
ZRXOG RWKHUZLVH QHHG WR SE@RK LGH PR SWKIHR BR& 3 SIMWHDROY BIMFRFN RBBIQWOD DZDUH /DZ DQG 2
,QFRUSRUDWLRQ DQG %\ODzV

$OWKRXJIK ZH GR QRW H[SHFW WR UHO\ RQ WKH FRQWUROOHG FRPSDQ\ H[HPSWLRQ ZH I
VWRFN H[FKDQJH UXOHV DQG ZH TXDOLI\ IRU HIHPSWLRQV IURP FHUWDLQ FRUSRUDWH JR"

%HFDXVH RXU 3ULQFLSDO 6WRFNKROGHUV FROOHFWLYHO\ RZQ D PDMRULW\ RI RXU R
FRPSDQ\ DV WKDW WHUP LV VHW IRUWK LQ WKH VWRFN H[FKDQJH UXOHV 8QGHU WKHVH !
E\ DQRWKHU SHUVRQ RU JURXS Rl SHUVRQV DFWLQJ WRJHWKHU LV D FRQWUROOHG FRPS
UHJDUGLQJ FRUSRUDWH JRYHUQDQFH LQFOXGLQJ

WKH UHTXLUHPHQW WKDW D PDMRULW\ RI LWV ERDUG RI GLUHFWRUV FRQVLVW RI L

WKH UHTXLUHPHQW WKDW LWV QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLW
FKDUWHU DGGUHVVLBISWHSRAMRPBDRDWWHH SRQVLELOLWLHY DQG

WKH UHTXLUHPHQW WKDW LWV FRPSHQVDWLRQ FRPPLWWHH EH FRPSRVHG HQWLUH(
FRPPLWWEKRUSRVH DQG UHVSRQVLELOLWLHYV

7TKHVH UHTXLUHPHQWY ZLOO QRW DSSO\ WR XV DV OFRIWNKIRX ZK ZHHFRDQ O\ PR QDN FR®A
QRW H[SHFW WR UHO\ RQ WKLV H[HPSWLRQ DQG LQWHQG WR IXOO\ FRPSO\ ZLWK DOO FRU
+RZHYHW ZH ZHUH WR XWLOL]H VRPH RU DOO Rl WKHVH H[HPSWURQGH\® XV R DV WORRF/N KOG & HW
DUH VXEMHFW WR DOO RI WKH VWRFN H[FKDQJH UXOHV UHJDUGLQJ FRUSRUDWH JRYHUQD

6XEVWDQWLDO IXWXUH VDOHV RI VKDUHV RI RXU FRPPRQ VWRFN FRXOG FDXVH WKH PDUN

7KH PDUNHW SULFH RI RXU FRPPRQ VWRFN FRXOG GHFOLQH DV D UHVXOW RI VXEVWD
GLUHFWRUV H[HFEXWDYQ:GRILIQLILFDQW VWRFNKROGHUY D ODUJH QXPEHU RI VKDUHV RI R
SHUFHSWLRQ LQ WKH PDUNHW WKDW KROGHUV RI D ODUJH QXPEHU RI VKDIUHN £ & VDHXGGRW
HIHFXWLYHRBY 3ULQFLSDO 6WRFNKROGHUV DQG WKH ORPNOIXEIHWR R WR/RDIGHKU W KB YXHQ 6 QU
RI RXU FRPPRQ VWRFN IRU GD\V DIWHU WKH GDWH RI WKLV SURYBIHFWHNNXHRYGR URIQED K
RI WKH XQGHUZULWHUV PD\ SHUPLW IX¥HRXU 3QWLWHEWBOWVWHRARKRWOGHWY DQG WKH VHOOL
ORFNDX®HHPHQWY WR VHOO VKDUKD\RBNEHRULRE WKH HQG RI WKH

JROORZLQJ WKH H[ORFDNDXSRIQHRHWYWN UHIHUUHG WR DERYH FHUWDLQ VWRFENKROGHU)
VWRFN RZQHG E\ WKHP IRU SXEOLF VDOH LQ WKH 8QLWHG 6WDWHYVY ,Q DGGLWLRQ ZH ILO
UHVHUYHG IRU IXWXUH LVVXDQFH XQ &M W RXWV KD XYWL WAXI EQFHH-QWWRHWSOD QDVWLVIDFWLRQ RI
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SHULRGV WKH VKDUHV RI RXU FRPPRQ VWRFN LVVXHG XSRQ H[HUFLVH RI RXWVWDQGLQJ
LPPHGLDWH UHVDOH LQ WKH 8QLWHG 6WDWHY LQ WKH RSHQ PDUNHW

6DOHV RI RXU FRPPRQ VWRFN DV UHVWULFWLRQV HQG RU SXIWLFXODOAWI MR XM WR/ WK O @/
WKH IXWXUH DW D WLPH DQG DW D SUKHN WYXDWHXHD®WRPFRI®OWGREDXDM MW KH PDUNHW SULF
PDNH LW RRRX¥O®LIRU \RX WR VHOO VKDUHV RI RXU FRPPRQ VWRFN

BURYLVLRQV RI RXU FRUSRUDWH JRYHUQDQFH GRFXPHQWY FRXOG HDRNXOMQ DIFT XV LIWPLSRHQ
E\ RXU VWRFNKROGHUV WR UHSODFH RU UHPRYH RXU FXUUHQW PDQDJHPHQW HYHQ LI EH

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH Rl LQFRUSRUDWLRQ DQG DPHQGHG RQG
'*&/ FRQWDLQ SURYLVLRQV WKDWFKRX\O R BDNWKMUBRILHUWLIWR DFTXLUH XV HYHQ LI GRL
$PRQJ RWKHU WKLQJV

ZH KDYH DXWKRUL]JHG EXW XQLVVXHG VKDUHV RI XQGHVLJQDWHG SUHIHUUHG VWRF
ZKLFK PD\ EH LVVXHG ZLWKRXW VWRFNKROGHU DSSURYDO DQG ZKLFK PD\ LQFOXG}H
ULJKWV RU SUHIHUHQFHY VXSHULRU WR WKH ULJKWV RI VWRFNKROGHUV

ZH KDYH D FODVVLILHG ERDUG RI GLUHFWRUV ZLWK VWDJJHUHG WKUHH \HDU WHUP"'

VWRFNKROGHU DFWLRQ E\ ZULWWHQ FRQVHQW ZLOO EH SURKLELWHG IURP DQG DI\
WKH DJJUHJDWH OHVV WKDQ LQ YRWLQJ SRZHU RI RXU VWRFN HQWLWOHG WR Y

IRU DV ORQJ DV WKH 3ULQFLSDO 6WRFNKROGHUV EHQHILFLDOO\ RZQ LQ WKH DJJUL
JHQHUDOO\ LQ WKH HOHFWLRQ RI GLUHFWRUV DQ\ DPHQGPHQW DOWHUDWLRQ UH’
DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRIUDWDRDWQYEN RRKWH WRFN RR OWGKHHL
VWRFN HOWLWOHG WR YRWH WKHUHRQ YRWLQJ WRJHWKHU DV D VLQJOH FODVV DQ
DJJUHIJDWH OHVV WKDQ LQ YRWLQJ SRZHU RI RXU VWRFN HQWLWOHG WR YRWH .
UHVFLVVLRQ RU UHSHDO RI RXU DPHQGHG DQG UHVWDWHG E\ODZV RU RI FHUWDLQ
LQFRUSRUDWLRQ E\ RXU VWRFNKBRPIWUWHZYRW HJRT X\MKH WRIOFGBUYV RI DW OHDVW
YRWH WKHUHRQ YRWLQJ WRJHWKHU DV D VLQJOH FODVV RXWVWDQGLQJ DQG

VWRFNKROGHUY DUH UHTXLUHG WR FRPSO\ ZLWK DGYDQFH QRWLFH UHTXLUHPHQW\
SURSRVLQJ PDWWHUV WKDW FDQ EH DFWHG XSRQ E\ VWRFNKROWKLW B XF X WREFNDKRK
SURFHGXUHV ZLOO QRW DSSO\ WR WKH 3ULQFLSDO 6WRFNKROGHUV DW DQ\ WLPH V
SRZHU Rl RXU VWRFN HQWLWOHG WR YRWH JHQHUDOO\ LQ WKH HOHFWLRQ RI GLUHI

YXUWKIHWD 'HODZDUH FRUSRUDWLRQ ZH DUH DOVR VXKMHARKVP IR SR \DL QW RR YHOL
VWRFNKROGHUV PD\ ILQG EHQHILFLDO 7KHVH DQWL WDNHRYHU SURYLVLRQV DQG RWKHU
WUDQVDFWLRQ LQYROYLQJ D FKDQJH EQ X@RIQON URFOVRR @\K iV KRSPXROU VWRFNKRO GH UV HFDA ¢
WUDGLQJ SULFH RI RXU FRPPRQ VWRFN 7KHVH SURYLVLRQV FRXO Gl DEXRVGIIRLF RRX DIHG SR
WR HOHFW GLUHFWRUV RI \RXU FKRRVLQJ DQG WR FDXVH XV WR WDNH RWKHU FRUSRUDW
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:H DUH DQ HPHUJLQJ JURZWK FRPSDQ\ DQG ZH FDQQRW EH FHUWDLQ LI WKH UHGXFHG G
FRPSDQLHYV ZLOO PDNH RXU FRPPRQ VWRFN OHVV DWWUDFWLYH WR LQYHVWRUYV

:H DUH DQ HPHUJLQJ JURZWKHFRP@IHGQQ WKH IHGHUDO VHFXULWLHY ODZV DQG ZH KI
UHSRUWLQJ UHTXLUHPHQWY WKDW DUH DSSOLFDEOH WR RWKHU SXEOLF FRPSDQLHV WKD'
EHLQJ UHTXLUHG WR FRPSO\ ZLWK WKH DXGLWRU DWWHVWDWLRQ UHTXLUHPHQWY RI 6HF)
UHJDUGLQJ H[HFXWLYH FRPSHQVDWLRQ LQ RXU SHULRGLF UHSRUWYVY DQG SUR[\ VWDWHPH
DGYLVRU\ YRWH RQ HI[HFXWLYH FRPSHQVDWLRQ DQG VWRFNKROGHU DSSURYDOHRF D@Q R W/«
LI LQYHVWRUV ZLOO ILQG RXU FRPPRQ VWRFN OHVV DWWUDFWLYH EHFDXVH ZH KDYH UHO
DWWUDFWLYH DV D UHVXOW WKHUH PD\ EH D OHVV DFWLYH WUDGLQJ PDUNHWH U QRX W HFk
HPHUJLQJ JURZWK FRPSDQ\ XQWLO WKH ODVW GD\ RI WKH ILVFDO \HDU IROORZLQH WKH
DOWKRXJK LI WKH PDUNHW YDOXH RI RXWR GIRCDR BIQFAHW R VN W KROLW QVRIQHDWG EN WKH HQG RI W
\HDU SULRU WR WKH ILYHEH\HRY MD&® GHDNUHVWR\EH DQ HPHUJLQJ JURZWK FRPSDQ\ DV RI Wk

7KH UHTXLUHPHQWY RI EHLQJ D SXEOLF FRPSDQ\ PD\ VWU D IVQ DRNXW HQHAVLFRXE@ WHY)XGUDD EH O WWR
DQG UHWDLQ H[HFXWLYH PDQDJHPHQW DQG TXDOLILHG ERDUG PHPEHUV

$V D SXEOLF FRPODA\VXEMHFW WR WKH UHSRUWLQJ UHTXLUHPHQWY RI WKH 6HEXULV
$FW WKH 6DUEDQHV 2[OH\ $FMOONKWURB®W BHDRWMP: DQG &RQVXPHU 3URWHFWLRQ $FW RI
DQG RWKHU PDUNHWV XSRQ ZKLFK RXU FRPPRQ VWRFN LV OLVWHG DQG RWKHU DSSOLFD
UHJXODWLRQV ZLOO LQFUHDVH RXU OHJDO DQG ILQDQFLDI FRP\S O WLE@ FHHF RRWWRL@® D QAEUNF
GHPDQG RQ RXU VI\VWHPV DQG UHVRXUFHV SDUWLFXODUO\ DIWHW K @ EKDQR H KW HILHD R
RWKHU WKLQJV WKDW ZH ILOH DQQXDO TXDUWHUO\ DQG FXUUHQW UHSRUWV ZLWK UHVS
DPRQJ RWKHU WKLQJV \WKDMLYH 6 DVRWWOQQUHIFRQWUROV DQG SURFHGXUHY DQG LQWHUQ
DQG LI UHTXLUHG LPSURYH RXU GLVFORVXUH FRQWUROV DQG SURFHGXUHY DQG LQWHU(
UHVRXUFHY DQG PDQDJHPHQW RYHUWVZURW P®\UEHH XILHIKE WHRG GLVFORVH FKDQJHV PDGH LQ
TXDUWHUO\ EDVLY DQG ZH ZLOO EH UHTXLUHG WR IXUQLVK D UHBRUIW HEQ RDY RJI HPH WQ R/G
ILQDQFLDO UHSRUWLQJ IRU WKHRKVFID@GHIHQGHQWRIHYHWWHUHG SXEOLF DFFRXQWLQJ IL
HIHFWLYHQHVV Rl RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ SXUVXDQW WR
UHTXLUHG WR EH ILOHG ZLWK WKH 6(& RU WKH GDWH ZH DBWHDQRH® K Q WH B | DVQK H{ FR B SI0QH] L
ZLWK WKH UXOHV DQG UHJXODWLRQV DSSOLFDEUHOWR ISQWQRE PHOR ITHQGHVHBWH & DQRB HA
FRXOG DGYHUFWHRXDIEXVLQHVY DQG RSHUDWLQJ UHVXOWV $OWKRXJK ZH KDYH DOUHDG\
WKHVH UHTXLUHPHQWY ZH PD\ QHHG WR KLUH PRUH HPSOR\HHV LQ WKH IXWXUH RU HQJD

,Q DGGLWLRQ FKDQJLQJ ODZV UHIJXODWLRQV DQG VWDQGDUGY UHODWLQJ WR FRUS|
SXEOLF FRPSDQLHVY LQFUHDVLQJ OHJDO DQG ILQDQFLDO FRPSOLDQFH FRVWY DQG PDNL(
VWDQGDUGY DUH VXEMHFW WR YDU\LQJ LQWHUSUHWDWLP@Q\G BQVADQHV¥RUWY WKHLWR WKF
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DSSOLFDWLRQ LQ SUDFWLFH PD\ HYROYH RYHU WLPH DV QHZ JXLGDQFH LV SURYLGHG E\ |
XQFHUWDLQW)\ UHJDUGLQJ FRPSOLDQFH PDWWHUV DQG KLJKHU FRVWY QHFHVVLW DM HG WER
WR LQYHVW VXEVWDQWLDO UHVRXUFHV WR FRPSO\ ZLWK HYROYLQJ ODZV UHJXODWLRQYV
DGPLQLVWUDWLYH H[SHQVHV DQG D WLPHUNQE ® WWRIADLRP HQRP EXVLQHVV RSHUMRMWMRQ\
FRPSO\ ZLWK QHZ ODZV UHJXO DML RQR/PDVY IGHV VDML WAV G LQWHQGHG E\ UHJXODWRU\ RU
WKHLU DSSOLFDWLRQ DQG SUDFWLFH UHJXODWRU\ DXWKRULWLHV PD\ LQLWLDWH WHGED O

:H DOVR H[SHFW WKDW EHLQJ D SXEOLF FRPSDQ\ DQG WKHVH QHZ UXOHV DQG UHJXO
RILFHU OLDELOLW\ LQVXUDQFH DQG ZH PD\ EH UHTXLUHG WR DFFHSW UHGXFHG FRYHUDJ
FRXOG DOVR PDNHFXWW RRY GCLIWR DWWUDFW DQG UHWDLQ TXDOLILHG PHPEHUV RI RXU E
DQG FRPSHQVDWLRQ FRPPLWWHH IDRBUVXDOLILHG H[HFXWLYH RI

$V D UHVXOW RI GLVFORVXUH RI LQIRUPDWLRQ LQ WKLV SURVSHRPWXEXNVQQ H\QV VDI}G |1
FRQGLWLRQ ZLOO EHFRPH PRUH YLVLEOH ZKLFK ZH EHOLHYH PD\ UHVXOW LQ WKUHDWHQ
VXFK FODLPV DUH VXFFHVVIXO RXU EXVLQHVV DQGIRBWHBWDRQGE WHH QO M WHRIX PGDE IR \D G R
UHVROYHG LQWKHWNHDFRDLPV DQG WKH WLPH DQG UHVRXUFHV QHFHVVDU\ WR UHVROYH W
DGYHUVMHOGWDRXU EXVLQHVY DQG RSHUDWLQJ UHVXOWYV

:H GR QRW LQWHQG WR SD\ GLYLGHQGY RQ RXU FRPPRQ VWRFN VR DQ\ UHWXUQV ZLOO E

H KDYH QHYHU GHFODUHG RU SDLG DQ\ FDVK 8 LF{GHQBEW OR D Q WUl FALFSFDRRKY W MIRW NZ H:
GHYHORSPHQW RSHUDWLRQ DQG H[SDQVLRQ RI RXU EXVLQHVYV DQG GR QRW DQWLFLSDWI
$Q\ UHWXUQ WR VWRFNKROGHUV ZLOO WK H U HRIRRXUEWARLFNL \& Bl IGF W RZW KFHK LRF\UE B YH U LR FFQ

./ VHFEXULWLHYV RU LQGXVWU\ DQDO\VWYVY GR QRW SXEOLVK UHVHDUFK RU SXEOLVK LQDFFX
SULFH DQG WUDGLQJ YROXPH FRXOG GHFOLQH

7KH WUDGLQJ PDUNHW IRU RXU FRPPRQ VWRFN ZLOO GHSHQG LQ SDUW RQ WKH UHVH
XV RU RXU EXVLQHVV I IHZ VHFXULWLHY DQDO\VWYV FRPPHQFH FRYHUDJH RI XV RU LI LQ
FRPPRQ VWRFN ZRXOG IHFF WWHGDWLR@®\RDI PRUH RI WKH DQDO\VWYVY ZKR FRYHU XV GRZQJUIL
XQIDYRUDEOH UHVHDUFK DERXW RXU EXVLQHVV RXU FRPPRQ VWRFN SULFH ZRXOG OLNH(
IDLO WR SXEOLVK UHSRGNMPDRG XKRUURIXY FIRPCPRQ VWRFN FRXOG GHFUHDVH ZKLFK PLJKW
YROXPH WR GHFOLQH

2XU DPHQGHG DQG UHVWDWHG E\ODZV GHVLJQDWH D VWDWH RU IHGHUDO FRXUW ORFDWF
FHUWDLQ OLWLJDWLRQ WKDW PD\ EH LQLWLDWHG E\ RXU VWRFNKROGHUV ZKLFK FRXOG (
IRU GLVSXWHV ZLWK XV

3XUVXDQW WR RXU DPHQGHG DQG UHVWDWHG E\ODZV XQOHVV ZH FRQVHQW LQ ZULW
IRUXP IRU DQ\ GHULYDWLYH DFWLRQ RU SURFHHGLQJ EURXJKW RQ
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RXU EHKDOI DQ\ DFWLRQ DVVHUWLQJ D FODLP RI EUHDFK RILFHUGXFU RW KHUWN RZE B\ IE
VWRFNKROGHUYV DQ\ DFWLRQ DVVHUWLQJ D FODLP DJDLQVW XV DULVLQJ SXUVXDQW W
XV WKDW LV JRYHUQHGDEUWIGRR EWWHYQ MRIDAO EH D VWDWH RU IHGHUDO FRXUW ORFDWHC
FRXWWDYLQJ SHUVRQDO MXULVGLFWLRQ RYHU LQGLVSHQVDEOH SDUWLHY QDPHG DV GHIH
LQWHUHVW LQ VKDUHV RI RXU FDSLWDO VWRFN VKDOO EH GHHPHG WR KDYH QRWLFH RI D
DPHQGHG DQG UHVWDWHG EVBBWVRR DA LWIFRK WDKIHHI ODZVXLWYV DJIDILERHW XDOMQBUPRX O LALLM |
DELOLW\ WR REWDLQ D IDYRUDEOH MXGLFLDO IRUXP IRU GLVSXWHV ZLWK XV
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

7KLV SURVSHFWXV FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY ZLWKLQ WKH PHDQLQ
ULVNV DQG XQFHUWDLQWLHV )RUZDUG ORRNLQJ VWDWHPHQWY JHQHUDOO\ UHODWH WR |
FDVHV \RX FDQ LGHQWLI\ IRUZDUG ORRNLQJ VWDWHPHQWVZEBBD X WK RMKMG FRIQMS B EQ/ \Z R U
FRXOG LQWHQGY WDUJHW SURMHFWVY FRQWHPSODWHY EHOLHYHV HVWLPDWH
RWKHU VLPLODU WHUPV RU H[SUHVVLRQV WK DS/ B QQ FRHU DQRKHIQM[ISRIG W D)\ UR Q U G VO\RLRONA ©J
SURVSHFWXV LQFOXGH EXW DUH QRW OLPLWHG WR VWDWHPHQWY DERXW

RXU DELOLW\ WR DWWUDFW QHZ FXVWRPHUVY DQG H[SDQG VDOHV WR H[LVWLQJ FXV'
WKH UHWHQWLRQ RI RXU FXVWRPHUYV

RXU DELOLW\ WR PDHFDMIHY HORZWK H I

RXU IXWXUH ILQDQFLDO SHUIRUPDQFH DQG DELOLW\ WR DFKLHYH DQG PDLQWDLQ S
RXU DELOLW\ WR SURYLGH VXFFHVVIXO HQKDQFHPHQWY QHZ IHDWXUHV DQG PRGLI
WKH VXFFHVV RI D OLPLWHG QXPEHU RI VROXWLRQV IRU ZKLFK ZH GHULYH VXEVWD
RXU UHODWLRQVKLSV ZLWK WHFKQRORJ\ YHQGRUV SURIHVVLRQDO VHUYLFHV ILUP)
EUHDFKHV RU XQDXWKRUL]JHG DFFHVV WR FXVWRPHU GDWD

LOWHUUXSWLRQV RU SHUIRUPDQFH SUREOHPV DVVRFLDWHG ZLWK RXU VROXWLRQV
RXU DELOLW\ WR SUHYHQW VHULRXV HUURUV RU GHIHFWYV LQ RXU SURGXFWV

:H FDXWLRQ \RX WKDW WKH IRUHJRLQJ OLVW PD\ QRW FRQWDLQ DOO RI WKH IRUZDU:

<RX VKRXOG QRW UHO\ XSRQ IRUZDUG ORRNLQJ VWDW HKEHMHWED N ¥ G WHKGIL FRMULARDQME RO R'§
FROQWDLQHG LQ WKLV SURVSHFWXV SULPDULO\ RQ RXU FXUUHQW H[SHFWDWLRQV DQEBWSR}
EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQG SURVSHFWV 7KH RXW
VXEMHFW WR ULVNV XQFHUWDLQWLHY DQG RWKHU IDFWRUV GHVFULEHG LQ WKH VHHWLR
RSHUDWH LQ D YHU\ FRPSHWLWLYH DQG UDSLGO\ FKDQJLQJ HQYLURQPHQW 1HZ ULVNYV D(
WR SUHGLFW DOO ULVNV DQG XQFHUWDLQWLHV WKDW FRXOG KDYH DQ LPSDFW RDQQKRNIE
\RX WKDW WKH UHVXOWYV HYHQWY DQG FLUFXPVWDQFHV UHIOHFWHG LQQ/WKBHRWRXDDUWGHY R
FLUFXPVWDQFHVUFRXWBUELDIOO\ IURP WKRVH GHVFULEHG LQ WKH IRUZDUG ORRNLQJ VWDW

7KH IRUZDUG ORRNLQJ VWDWHPHQWY PDGH LQ WKLV SURVSHFWXV UHODWH RQB\ WR
XQGHUWDNH QR REOLJDWLRQ WR XSGDWH DQ\ IRUZDUG ORRNLQJ VWDWHPHQWY PDGH LQ
SURVSHFWXV RU WR UHIOHFW QHZ LQIRUPDWLRQ RU WKH RFFXUUHOQH PRI XRW @OW WPLZO A
SODQV LQWHQWLRQV RU H[SHFWDWLRQV GLVFORVHG LQ RXU IRUZDUG ORRNLQJ VWDWHP
VWDWHPHQWY 2XU IRUZDUG ORRNLQJ VWDWHPHQWY GR QRW UHIOHFW WKH SRWHQWLDO
LOQYHVWPHQWY ZH PD\ PDNH
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INDUSTRY AND MARKET DATA

8QOHVYV RWKHUZLVH LQGLFDWHG LQIRUPDWLRQ FRQWDLQHG LQ WKLV SURVSHFWXYV F
RSSRUWXQLW\ DQG PDUNHW VL]H LV EDVHG RQ LQIRUPDWLRQ IURP YDULRXV VRXUFHV L¢(
LOQGHSHQGHQW LQGXVWU\ SXEOLFDWLRQ E\ *DUWQHU ,QF RU *DUWQHU

7KH *DUWQHU 5HSRUW V GHVFULEHG KHUHLQ WKH *DUWQHU 5HSRUW V UHSUHVH
VIQGLFDWHG VXEVFULSWLRQVHUYDBW QEH\U*D UMQIHDUH QRW UHSUHVHQWDWLRQV RI IDFW
SXEOLFDWLRQ GDWH DQG QRW DV RI WKH GDWH RI WKLV 3URVSHFWXV DQG WKH RSLQLR
QRWLFH *DUWQHU GRHV QRWURXGHWRWYPHYMOFRGHSLFWHG LQ LWV UHVHDUFK SXEOLFI
VHOHFW RQO\ WKRVH YHQGRUV ZLWK WKH KLJKHVW UDWLQJV RU RWKHU GHVLJQDW LRV HT
RUJDQL]DWLRQ DQG VKRXOG QRW EH FRQVWUXHG DV VWDWHPHQWYV RI IDFW *DUWQHU GL
UHVHDUFK LQFOXGLQJ DQ\ ZDUUDQWLHYV RI PHUFKDQWDELOLW\ RU ILWQHVYV IRU D SDUWL

,Q FHUWDLQ LQVWDQFHY ZKHUH WKH *DUWQHU 5HSRUW LV LGHQWLILHG DV WKH VRXL
DSSOLFDEOH UHSRUW LV LGHQWLILHG E\ VXSHUVFULSW QRWDWLRQV 7KH VRXUFH RI WKL

*DUWQ@HULF 4XDGUDQW IRU )LQDQFLDO &RUSRUDWH 3HUIRUPDQFH ODQDJHPHQW 6R¢

,Q SUHVHQWLQJ WKLV LQIRUPDWLRQ ZH KDYH DOVR PDGH DVVXPSWLRQV EDVHG RQ
PDUNHWY IRU RXU VROXWLRQV :KLOH ZH DUH QRW DZDUH RI DQ\ PLVVWDWHPHQWY UHJDI
HVWLPDWHV RI WKLUG SDUWLHVY SDUWLFXODUO\ DV WKH\ UHODWH WR SURMHFWLRQV LQ
VXEMHFW WR FKDQJH EDVHG RQ YDULRXV IDFWRUV LQFOXGLQJ WKRVH GHVFULEHG LQ WE
DQG RWKHU IDFWRUV FRXO{3J FDDX\W HUWLBDXOQ WYRW RWERIVH H[SUHVVHG LQ WKH HVWLPDWHYV F
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USE OF PROCEEDS
HZLOO QRW UHFHLYH DQ\ SURFHHGV IURP WKH VDOH RI VKDUHV RI

FRPPRQ VWRFN
MARKET PRICE OF COMMON STOCK

2XU FRPPRQ VWRFN KDV EHHQ WUDGHG RQ WKH 1%$6'$4 *OREDO 6HOHFW ODUNHW XQGI
WLPH WKHUH ZDV QR SXEOLF PDUNHW IRU RXU FRPPRQ VWRFN

7KH IROORZLQJ WDEOH VI
SULFHV IRU RXU FRPPRQ VWRFN DV UHSRUWHG RQ WKH 1%$6'$4 *OREDO 6HOHFW ODUNHW

High Low
Year Ended December 31, 2016:
JRXUWK 4XDUWHU IURP 2FWREHU
Year Ended December 31, 2017:

JLUVW 4XDUWHU
6HFRQG 4XDUWHU

2Q 0D\

WKURXJK 0D\

WKH ODVW UHSRUWHG VDOHV SULFH RQ WKH 1%$6'$4 *OREDO 6HOHFW 0D
Holders of Record

$V RI ODUFK WKHUH ZHUH VKDUHKROGHUV RI UHFRUG 7KH QXPEHU RI UHFR
WKHLU VKDUHV LQ VWUHHW QDPH
WRWDO QXPEHU RI

PHDQLQJ WKDW WKH VKDUHV DUH KHOG 2R WE MXIHLYJHDV
EHQHILFLDO KROGHUV LV KLJKHU WKDQ WKH QXPEHU RI

RXU VKDUHKR:
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DIVIDEND POLICY

:H KDYH QHYHU GHFODUHG RU SDLG DQ\ FDVK I IFXIGHDEWOR Q QR QFAR RVARR Q HWWADR_FON DAL
ILQDQFH RXU RSHUDWLRQV DQG GR QRW DQWLFLSDWH SD\LQJ DQ\ FDVK GLYLGHQGV RQ R
DV WR WKH GHFODUDWLRQ DQG SD\PHQW RI GLYLGHQGYV ZLOO EH DW WKH GLVFUHWLRQ R
LQFOXGLQJ RXU ILQDQFLDO FRQGLWLRQ RSHUDWLQJ UHVXOWV FRQWUDFWXDO UHVWULF

GLUHFWRUV PD\ GHHP UHOHYDQW
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SELECTED CONSOLIDATED FINANCIAL DATA

7KH IROORZLQJ WDEOHV VXPPDUL]H RXWRKRKRX®IG DWBHG WIQL/QWFHD 8 FBADHMGDFRQVROLG
ODQDJHPHQWFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWYV RI 2SHUD)
QRWHV LQFOXGHG HOVHZKHUH LQ WKLV SURVSHFWXV

2Q 6HSWHPEHU ZH DFTXLUHG %ODFN/LQH 6\VWHPV ,QF ZKLFK ZH UBFIXLMWR VDL
KDG QR VLIJQLILFDQW RSHUDWLRQV $V D UHVXOW WKH FRQVROLGDWHG ILQDQFLDO VWD\
SUHVHQWHG DV %ODFN/LQH 6\VWHPV ,QF ZKLBPKQGHDOB®I NXYEVR DWVHYWHSBHUHEBVHVYVR B UH"
ZH UHIHU WR DV WKH 6XFFHVVRU 7KH 6XFFHVVRU ILQDQFLDO VWDWHPHQWY UHIOHFW D
WKHUHIRUH DUH QRW FRPSDUDEOH WR WKH BUH3HBHWR RUKH @BIQ E REBOI W RVD WDHPHDQW V-

BUHGHFHVVRU 3HULRG DQG WKH SHULRG IURP 6HSWHPEHU WR '"HFHPEHU D

7KH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV GDWD IRU WKH \HDUV HQGHG 'HFH
VKHHW GDWD DW 'HFHPEHU DQG DUH GHULYHG IURP DQG TXDOLILHG E\ UHIHUH«
WKLV SURVSHFWXV 7KH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV GDWD IRU WKH W
EDODQFH VKHHW GDWD DV RI ODUFK DUH GHULYHG IURP WKH XQDXGLWHG LQWHULP
LQ WKLV SURVSHFWXV 7KH FRQVROLGDWHG EDODQFH VKHHW GDWD DV RI '"HFHPEHU
WKLV SURVSHFWXV 7KH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV GDWD IRU WKH
'"HFHPEHU DUH GHULYHG IURP WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI WKk
VWDWHPHQWY RI RSHUDWLRQV GDWD IRU WKH 3UHGHFHVVRU SHULRGY DUH GHULYHG
LQ WKLV SURVSHFWXV 2XU XQDXGLWHG LOQWHULP FRQGHQVHG FRQVROLGDWHG ILQDQFLD
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG LQ WKH RSLQLRQ RI PDQDJHPHQW UHIOF
QHFHVVDU\ IRU WKH IDLU VWDWHPHQW RI WKRVH XQDXGLWHG FRQGHQVHG FRQVROLGDWH
LQGLFDWLYH RI WKH UHVXOWY WKDW PD\ EH H[SHFWHG LQ WKH IXWXUH
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&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV 'DWD

Three Months Ended 2013 2013
March 31, Year Ended December 31, Successor Predecessor
2017 2016 2016(1) 2015 2014 Period Period

(in thousands, except per share data)
SHYHQXHV
6XEVFULSWLRQ DQG VXSSRUW
BURIHVVLRQDO VHUYLFHV
7TRWDO UHYHQXHV
&RVW RI UHYHQXHV
6XEVFULSWLRQ DQG VXSSRUW
BURIHVVLRQDO VHUYLFHV
7TRWDO FRVW RI UHYHQXHV
*URVV SURILW
2SHUDWLQJ H[SHQVHV
6DOHYVY DQG PDUNHWLQJ
5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
7RWDO RSHUDWLQJ H[SHQVHYV
/IRVV IURP RSHUDWLRQV
2WKHU H[SHQVH
,QWHUHVW LQFRPH H[SHQVH QHW
&KDQJH LQ IDLU YDOXH RI WKH FRPPRQ VWRFN ZDUUDQW OLDELOLW\
2WKHU H[SHQVH QHW
/RVV EHIRUH LQFRPH WD[HV
%HQHILW IURP LQFRPH WD[HV
1HW ORVV

1HW ORVV SHU VKDUH EDVLF DQG GLOXWHG
: HLJKWHG DYHUDJH FRPPRQ VKDUHV RXWVWDQGLQJ EDVLF DQG GLOXWHG

2Q $XJIXVW ZH FRPSOHWHG WKH 5XQERRN $FTXLVLWLRQ 7KH 5XQERRN $FTXLVLWLRQ KDV EHHQ DFFRXQW
LQ RXU FRQVROLGDWHG UHVXOWYV RI RSHUDWLRQV IRU WKH SHULRG VXEVHTXHQW WR WKH DFTXLVLWLRQ GDWH
7KH IROORZLQJ WDEOH SUHVHQWY VWRFN EDVHG FRPSHQVDWLRQ LQFOXGHG LQ HDFK UHVSHFWLYH H[SHQVH FD

Three Months Ended Year Ended 2013 2013
March 31, December 31, Successor Predecessor
2017 2016 2016 2015 2014 Period Period

(in thousands)
&RVW RI UHYHQXHV
6DOHYVY DQG PDUNHWLQJ
5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
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7KH IROORZLQJ WDEOH SUHVHQWYV WKH DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWV LQFOXGHG LQ HDFK UHVSHFWL

Three Months Ended Year Ended 2013 2013
March 31, December 31, Successor Predecessor
2017 2016 2016 2015 2014 Period Period

(in thousands)
&RVW RI UHYHQXHV

6DOHYV DQG PDUNHWLQJ
*HQHUDO DQG DGPLQLVWUDWLYH

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFOXGH LQFUHDVHV LQ IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDW

ODUFK DQG DQG WKH \HDUV HQGHG 'HFHPEHU DQG DQBFUHDYVHVISHFMLY NOOXH RI FRQWLQJHQW FRQV
'"HFHPEHU

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFOXGH DFTXLVLWLRQ UHODWHG FRVWYV WRWDOLQJ PLOOLRQ
3HULRG DQG WKH SBUHGHFHVVRU 3HULRG UHVSHFWLYHO\

&RQVROLGDWHG %DODQFH 6KHHW 'DWD

As of March 31, As of December 31,
2017 2016 2016 2015 2014 2013
(in thousands)

&DVK DQG FDVK HTXLYDOHQWYV

ODUNHWDEOH VHFXULWLHV

7ZRWDO DVVHWYV

'"HIHUUHG UHYHQXH

'"HIHUUHG UHYHQXH QRQFXUUHQW

&DSLWDO OHDVH REOLJDWLRQV QHW RI FXUUHQW SRUWLRQ
/IRQJ WHUP GHEW

7ZRWDO VWRFNKROGHUV HTXLW\

Key Metrics

:H UHJXODUO\ UHYLHZ D QXPEHU RI PHWULFV LQFOXGLQJ WKH IROORZLQJ NH\ PHWU
WUHQIG¥WILQJ RXU EXVLQHVV IRUPXODWH ILQDQFLDO SURMHFWLRQV DQG PDNH VWUDWH
5XQERRN $FTXLVLWLRQ

Three Months Ended March 31 Year Ended December 31,

2017 2016 2016 2015 2014 2013
'ROODU EDVHG QHW UHYHQXH UHWHQWLRQ UDWH
I1XPEHU RI FXVWRPHUV DV RI HQG RI SHULRG
1XPEHU RI XVHUV DV RI HQG RI SHULRG

'ROODU EDVHG QHW UHYHQXH EHWHROYW. RMXDWWHR OODU EDVHG QHW UHYHQXH UHWHQ
ORQJ WHUP YDOXH RI FXVWRPHU DJUHHPHQWY DQG RXU DELOLW\ WR UHWDLQ H @ BOIRMXRIYD K
EDVHG QHW UHYHQXH UHWHQWLRQ UDWH DV WKH LPSOLHG PRQWKO\ VXEVFULSWLRQ DQG
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IRU WKH EDVH VHW RI FXVWRPHUV IURP ZKLFK ZH JHQHUDWHG VXEVFULSWLRQ UHYHQXH L
VXEVFULSWLRQ DQG VXSSRUW UHYHQXH RQH \HDU SULRU WR WKH GDWH RI FDOFXODWLRC
PRQWKO\ VXEVFULSWLRQ DQG VXSSRUW UHY HQ XRQIHR UBQHIZL R 6 VEWRWP ISR DHIFG\R @ KGR WER-P\M|
WHUPLQDWHG GXULM) EMIK®BHBERGHG PRQWKO\ VXEVFULSWLRQ DQG VXSSRUW UHYHQXH |
VXSSRUW UHYHQXH FRQWUDFWXDOO\ FRPPLWWHG WR XQGHU HDFK RI RXU FXVWRPHU DJl
Rl PRQWKVY LQ WKH WHUP Rl WKH DJUHHPHQW

1XPEHU RI FXVWRIPHWOLHYH WKDW RXU DELOLW\ WR H[SDQG RXU FXVWRPHU EDVH LV
RI RXU EXVHQGBNMMQH D FXVWRPHU DV DQ HQWLW\ ZLWK DQ DFWLYH VXEVFULSWLRQ DJUHF
RUJDQL]DWLRQ KDV PXOWLSOH VXEVLGLDULHY RU GLYLVLRQV HDFK HQWLW\ WKDARZNYIHQ
ZKHUH DQ H[LVWLQJ FXVWRPHU UHTXHVWV LWV LQYRLFH EH GLYLGHG IRU WKH VROH SXU!
LQFUHPHQWDO LQFUHDVH LQ UHYHQXH VXFK FXVWRPHU PHRQWLIQK M¥DWR BB GHLH DHFEH 6 B

WKH 6XFFHVVRU 3HULRG WKH 3UHGHFHVVRU 3HULRG DQG WKH WKUHH PRQWK\
DFFRXQWHG IRU PRUH WKDQ RI RXU WRWDO UHYHQXHYV

1XPEHU RI XVHUUWFH RXU FXVWRPHUYV JHQHUDOO\ SD\ IHHV EDVHG RQ WKH QXPEHU R
EHOLHYH WKH WRWDO QXPEHU RI XVHUV LV DQ L@ WRYVRE WKH QU R4 WWR RV HROXQU IEX \LIOF
EDVHG VWUDWHILF SURGXFWV

Non-GAAP Financial Measures

,Q DGGLWLRQ WR RXU UHVXOWYV GHWHWRL @H G LUMRE FARRFBHCIVQOAHH ¥ LEHO R D UH XVHIXO
LQYHVWRUV LQ HYDOXDWLQR® X3 IBOQDLIHWVWO PKBVHUHY DUH XVHIXO EHFDXVH WKH\ SURY
SDVW SHUIRUPDQHHU LR G LW EWBISMHRIG/VRQV RI RSHUDWLRQV DQG IDFLOLWDWH FRPSDULVRC(C
VLPLOPY *$34BQDQFLDO PHDVXUHVY WR VXSSOHPHQW WKHLU *$$3 UHVXOWYV

Three Months Ended March 31, Year Ended December 31,
2017 2016 2016 2015 2014 2013
(in thousands, except percentages)

1RQ *$$BHYHQXHYV
1RQ *$$8BURVV 3URILW
1RQ *$$8URVV 0DUJLQ
1RQ *$$BHW /RVYV

1RQ *$$3HYHQXHWRQ *$$8YHQXHY DUH GHILQHG DV *$$3 UHYHQXHV DGMXVWHG IRU W
IURP WKH $FTXLVLWLRQ DQG WKH 5XQERRN $FTXLVLWLRQ 8SRQ WKH FRPSOHWLRQ RI
UHYHQXH ZDV UHFRUGHG DW IDLU YDOXH UHVXOWLQJ LQ D UHGXFWLRQ IURP LWV WKHQ |
UHVXOWHG LQ UHGXFHG UHYHQXH IRU WKH \HDU HQGHG 'HFHPEHU DQG WKH 6 XF
5XQERRN $FTXLVLWLRQ UHVXOWHG LQ UHGXFHG UHYHQ X H RRU*$4BH \H Q X HVQIGRRIGW K A H PIBHIL
'"HFHPEHU FRPELQHV WKH *$$3 UHYHQXHV IRU WKH B3UHGHFHVVRU 3HULRG DQG W
DFFRXQWLQJ DGMXVWPHQW 7KH LPSDFW Rl SXUFKDVH DFFRXQWLQJ UHODWHG WR WKH 55
TXDUWHUV HQGHG 6HSWHPEHU DQG 'HFHPEHU EXW GLG QRW LPSDFW *$$3 UF
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PRQWKV HQGHG ODUFK 7KH SXUFKDVH DFFRXQWLQJ DGMXVWPHQW UHODWHG WR W
QRW PHDQLQJIXO DQG ZDV WK E W GIRW s WH\DE/R & B BYBHYW DAHY LV XVHIXO WR LQYHVWRUV I
SXUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXHV WR DOORZ IRU D GLUHFW FRPSDULYV

1RQ *$$3URVV 3URILRQD@®S3URVYV 0DUJU®Q *$¥4BRVV SURILW QR G HS$HMBHNGHRXHV OHVV *$
UHYHQXH DGMXVWHG IRU WKH LPSDFW RI SXUFKDVH DFFRXQWLQJ UHVXOWLQJ IURP WKH
DFTXLUHG GHYHORSHG WHFKQRORJ\ UHVXOWLQJ IURP WKH $FTXLVLWLRQ D QRSQWI$H 35X
JURVV PDUJLQ L\ RG MSGFRR DY SURILW) BQ YI$SGBHEY HQ XHYRQXBEVRVV 3URQRW PSERRVV 0DUJL
WKH \HDU HQGHG 'HFHPEHU FRPELQHV WKH *$$3 *URVV 3URILW DQG *$$3 *URVV 0DU
6XFFHVVRU 3HULRG DGMXVWHG HREHWKHYH VG EQW/OUPHIHEWY: D UJILQ LV XVHIXO WR LQYH\
LPSDFW RIGRIQWBY®HQVHY DQG DOORZV D GLUHFW FRPSDULVRQ RI JURVV PDUJLQ EHWZH

1RQ *$$3HW /RVVIRQ *$3BW ORVV LV GHILQHG DV *$$3 QHW ORVV DGMXVWHG IRU WKH
ZHUH DEOH WR UHFRJQL]H DV D UHVXOW Rl WKH GHIHUUHG WD[ OLDELOLWLHV DVVRFLDWI
5XQERRN $FTXLVLWLRQ WKH LPSDFW RI SXUFKDVH DFFRXQWLQJ WR UHYHQXHV UHVXOWL
DPRUWL]DWLRQ RI DFTXLUHG LQWDQJLEOH DVVHWY UHVXOWLQJ IURP WKH $FTXLVLWLI
DQBULWIRIRGHEW GLVFRXQW SHUWD L @FFU MR ZRQUDRIBIGUW D QML GLWERXQW UHODWLQJ WR
ZLWK RXU FUHBKW FBPIQIHWMNQ WKH IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDWLRQ WKH Fi
DFTXLVLWLRQ UHODWHG FRVWV IRU WKH $FTXLROWLREPHR G MRH GW Y BRR NV WRFXNLRBWL
ZLWK WK$FTXLVLWIQR® 2%4MHW /RVV IRU WKH \HDU HQGHG 'HFHPEHU FRPELQHV WKH
3HULRG DQG WKH 6XFFHVVRU 3HULRG DG MXBHOH G Y R UNV\K RQAR/GIUEHGBHIWWE R @ WLV XVHIXO \
HOLPLQDWHY WKH LPSDFW RI LWHPV WKDW KDYH EHHQ LPSDFWHG E\ WKH $FTXLVLWLFR
UHODWHG FRVWV LQ RUGHU WR DOORZ D GLUHFW FRPSDULVRQ RI QHW ORVV EHWZHHQ FX

7KH EHQHILW IURP LQFRPH WD[HV H[FOXGHG IURP RXU *$$3 QHW ORVV UHSUHVHQWYV
Rl WKH GHIHUUHG WD[ OLDELOLWLHY DVVRFLDWHG ZLWK WKH LQWDQJLEOH DVVHWN ENWI
WKDW WKH UHDOL]DWLRQ RI WKH GHIHUUHG WD[ DV \ZHWW YWY &KW PRROULH/ IOH & HO Y BVXODIMWQ R ¢
GHIHUUHG WD[ DVVHWV )RU DQG ZH ZLOO QR ORQJHU EH DEOH WR IXI®/6WUMWHA RIDAF
EHQHILW WKDQ IRU WKH \HDUV HQGHG 'HFHPEHZH EHOL DK W K Q WOSEHKEH\Q WIRYN ZLW KR X W
EHQHILW LV XVHIXO WR LQYHVWRUV WR HQKDQFH FRP SDYBEQRWWH[RORGHG HYRRMY WPRH
LQWHUQDWLRQDO RSHUDWLRQV ZKHUH ZH DUH QRW DEOH WR UHFRJQL]H D WD[ EHQHILW
HVWDEOLVKHG XSRQ WKH $FTXLVLWLRQ DQG WKH 5XQERRN $FTXLVLWLRQ DV ZH H[SHF
RSHUDWLRQV

7KH SXUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXH UHVXOWLQJ IURP WKH $F

SHULRGY DQG WKH SHUDRG WKH SHEWKPIMB\DFFRXQWLQJ DGMXVWPHQW WR UHYHQ X
H[SHFWHG WR KDYH D PDWHULDO LPSDFW RXU UHVXOWY DQG DV D UHVXOW WKHVH I
FRPSDUDELOLW\ WR RWKHU SHULRGYV SUHVHQWHG
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$PRUWL]DWLRQ RI LQWDQJLEOHY LQFOXGHV WKH DPRUWL]DWLRQ@H PSHHRABAQ BFVR/MRFH YV W
DJUHHPHQWY DQG FXVWRPHU UHODWLRQVKLSY WKDW ZHUH FDSLWDOL]HG DV D UHVXOW
H[SHQVHV ZRXOG QRW KDYH EHHQ LQFXUUHG DEVHQW WKH $FTXLVLWLRQ DQG WKH 5X
HQKDQFH FRPSDUDELOLW\ WR FRPSHWLWRUV WKDW GLG QRW XQGHUJR D VLPLODU WUDQ\

H KDYH H[FOXBHFGW VWRKH/ WRFN EDVHG FRPSHQVDWLR@RIP[SHIBAMW LERWEKA KX B DAWLRFN REO
FRPSHQVDWLRQ LV DINHHGQWR RXUYHPRBIOR\HHY DQG GLUHFWRUV ZH FRQWLQXH WR HYDO
FRPSHQVDWLRQ Hi[BHHFORAHG VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH UHODWHG WR JUDQWYV
WHUPV RI WKH JUDQWY VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH PD\ YDU\ VLJQLILFDQWO\

:H LQFXUUHG DGGLWLRQDO LQGHEWHGQHVV WR IXQG WKH $FTXLVLWLRQ DQG WK
ZDUUDQW GLVFRXQWV WKDW ZH DFFUHWHG WKURXJK LQWHUHVW H[SHQVH 7KH DFFUHWLF
WKHVH FRVWVY ZRXOG QRW KDYH EHHQ LQFXUUHG ZLWKRXW WKH $FTXLVLWLRQ DQG WI
WUDQVDFWLRQV QRW XVHG WR IXQG WKH $FTXLVLWLRQ DQG WKH 5XQBDRRN*$ &I LLQNF
ORVV DV WKHVH ILQDQFLQJV ZHUH XVHG WR ILQDQFH JHQHUDO FRUSRUDWH PDWWHUYV

&RQWLQIJHQW FRQVLGHUDWLRQ UHSUHVHQWY WKH FDVK FRQVLGHUDWLRQ UHTXLUHG
QHW RSHUDWLQJ ORVVHVY JHQHUDWHG IURP VWRFN RSWLRQV H[HUFLVHG FRQFXUUHQW ZL
FRQVLGHUDWLRQ OLDELOLW\ SULPDULO\ UHIOHFWV FKDQJHV LQ WKH H[SHFWHG WLPLQJ R
KDG WKH $FTXLVLWLRQ QRW RFFXUUHG DQG WKXV ZH H[FOXGH FKDQJHV LQ WKH IDLU

&RPPRQ VWRFN ZDUUDQWY ZHUH LVVXHG LQ FRQMXQFWLRQ ZLWK GHEW XVHG WR IXQ
E\ D QXPEHU RI IDFWRUV QRW GLUHFWO\ DWWULEXWDEOH WRVRRU RXQDWWRBFN SHUFRUPO®
FRPSDQLHV VWRFN SULRH RMUFRQBHUWI@DO ILQDQFLDO PHDVXUHV ZH H[FOXGH WKH FKDQJ
*$$3 QHW ORVV

7KH DFTXLVLWLRQ UHODWHG FRVWYV LQ DQG WKH DFTXLVLWLRQ UHODWHG FRVWYV
KROGHUV ZHUH D GLUHFW UHVXOW RI WKH 5XQERRN $FTXDWQGEZRXDQK M KB XGHGFWXIHWPLW
HDFK UHVSHFWLYH SHULRG WR HQKDQFH FRPSDUDELOLW\ RI RXU UHVXOWYV EHWZHHQ SHU

:H EHOLHYH WKDYR QUH$BHWNVORYYV LV XVHIXO WR LQYHVWRUV DV LW HOLPLQDWHYV WK
$FTXLVLWLRQ DQG WKH 5XQERRN $FTXLVLWLRQ SXUFKDVH DFFRXQWLQJ DQG RWKHU
EHWZHHQ FXUUHQW DQG IXWXUH SHULRGYV

2XQRQ *$$4BQDQFLDO PHDVXUHV KDYH OLPLWDWLRQV DV DQDO\WLFDO WRROV DQG \R
DQDO\VLV RI RXU UHVXKMY KK QEHUD*®XPEHU RI OLPLWDW L RQRQ U'$ HDQDHGE MDRO VP IKIHD KX/BIHR/ | Y
QHDUHVW *$$3 HTXL QRQHGWBEH Y)HQXMY *$PIRVV RARQ FWIDVRVV PDUQR@ DHIBHW ORVV DUH (
VXEVWLWXWHY IRU UHYHQXH JURVV SURILW JBRVRQ@P® QR Y3 SEQQIQW LORVRH DX/ SHIE W DY t
LQIRUPDWLRQ GLUHFWO\ FRPSDUDEOH WR PHDVXUHV SDRWW.ERGHER \R WHKBI F FRPBQIOAR @ DE
ILQDQFLDO P HIDWKQWMBILIFXODUO\ UHODWHG WR DGMXVWPHQWYV IRU
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DFTXLVLWLRQ DFFRQ QWE@PIHMIHY 7KIQRX Y$¥BHVMH XUHV H[FOXGH FHUWDLQ UHFXUULQJ +
FRQWLQXH WR EH VLJQLILFDQW H[SHQVHV RI RXU EXVLQHVV

5HFRQFLOLDRQR®$BLQDQFLDO OHDVXUHV

7KH IROORZLQJ WDEOH SUHVHQWY D UHFRQFLOLDWLRQ RI UHYHQXHV JURVV SURILW
QRQ *$3$BHYHQXRY *$FVRVV R WPV RVYV PDUQRR@ DRYEBHW ORVV

Three Months Ended 2013 2013
March 31, Year Ended December 31, 2013 Successor Predecessor
2017 2016 2016 2015 2014 Combined Period Period

(in thousands, except percentages)
Non-GAAP Revenues
S5HYHQXHV
3XUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXHYV
TRWIDRXQ *$$3HYHQXHV

Non-GAAP Gross Profit:
*URVV SURILW
3XUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXHV
$PRUWL]DWLRQ RI GHYHORSHG WHFKQRORJ\

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH

TRWDRXQ *$$8URVV 3URILW

*URVV 0DUJLQ

1RQ *$$BURVYV 0DUJLQ

Non-GAAP Net Loss:

1HW /RVV

%HQHILW IURP LQFRPH WD[HV

3XUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXHYV

$PRUWL]DWLRQ RI LQWDQJLEOHV

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH

$FFUHWLROQLDIGRGREHEW GLVFRXQW

$FFUHWLROQLDIGRGRZDUUDQW GLVFRXQW

&KDQJH LQ IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDWLRQ

&KDQJH LQ IDLU YDOXH RI WKH FRPPRQ VWRFN ZDUUDQW
OLDELOLW\

$FTXLVLWLRQ UHODWHG FRVWV

&RPSHQVDWLRQ FRVWV IRU SD\PHQWV WR VWRFN RSWLRQ
KROGHUV LQ DVVRFLDWLRQ ZLWK WKH $FTXLVLWLRQ

TRWIDRX *$$BHW /RVV

7KH SXUFKDVH DFFRXQWLQJ DGMXVWPHQW IRU WKH TXDUWHU HQGHG ODUFK UHODWHG WR WKH 5XQERRN
SUHVHQWRQBIBHW UHYHQXHV IRU FRQVLVWHQF\ ZLWK SULRU SUHVHQWDWLRQYV
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

7KH IROORZLQJ OW QD/FHPHQWQ DQG $QDO\VLV Rl )LQDQFLDO &RQGLWLRQ DQG 5HVXO\
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ QRWHYV LQFOXGHG HOVHZK
LQIRUPDWLRQ DQG IRUZDUG ORRNLQJ LQIRUPDWLRQ WKDW LQYROYHV ULVN XQFHUWDLQ\
PDQDJHPHBWHFWDWLRQV DV D UHVXOW RI YDULRXV IDFWRUV LQFOXGLQJ EXW QRW OLP

Overview

:H KDYH FUHDWHG D FRPSUHKHQVLYH FORXG EDVHG VRIWZDUH SODWIRUP GHVLJQHG
IRU RUJDQL]DWLRQV RI DOO W\SHV DQG VL]HV 2XU VHFXUH VFDODEOH SODWIRUP VXSSR!
UHFRQFLOLDWLRQV LQWHUFRPSDQ\ DFFRXQWLQJ DQG FRQWUROV DVVXUDQFH %\ LQWUF
IXQFWLRQ FRQ@MLOXKRRXIOY RXU FXVWRPHUV WR LPSURYH WKH LQW HJUAIQREN WE MLKIHILLY D¢
ILQDQFH SURFHVVHY DQG HQKDQFH UHDO WLPH YLVLELOLW\ LQWR WKHLU RSHUDWLRQV

$V RI ODUFK ZH KDG PRUH WKDQ FXVWRPHUV ZLWK RYHU XVHUV LQ R
$FTXLVLWLRQ $SGGERQRQDXRPBP\WR EXLOG VWUDWHILF UHODWLRQVKLSY ZLWK WHFKQRORJ\
RXWVRXUFHUV DQG UHVHOOHUV

H DUH D KROGLQJ FRPSDQ\ DQG FRQGXFW RXU RSHUDW LRQNFW KLLRX 6KVRMP ¥ K RIDFO \%
,QF IXQGHG LWV EXVLQHVV ZLWK LQYHVWPHQWYV IURP RXU IRXQGHU DQG FDVK IORZV IUR
6\WVWHPV ,QF DQG 6LOYHU /DNH 6XPHUX DQG ,FRQLT DFTXLUHG D FRQWUROOLQB WUMHNHWU M
6LOYHU /DNH 6XPHUX DQG ,FRQLT FROOHFWLYHO\ DV RXU ,QYHVWRUV 7KH $FTXLVLW
UHVXOWHG LQ D FKDQJH LQ DFFRXQWLQJ EDVLV DV Rl WKH GDWH Rl WKH $FTXLVLWLR!

2XU SODWIRUP FRQVLVWV RI VHYHQ FRUH FORXG EDVHG BV R GDRWDV HBGERWOEMQAR QFFD
-RXUQDO PQWDRFH $QDO\VLVY &RQVROLGDWGR®QLQWIHIUR@HALODL@WIHRIQ &XVWRPHUV W\SLF
SDFNDJHV WKDW ZH UHIHU WR DV VROXWLRQV EXW WKH\ KDYH &XUHU R WL RROW R/ ISKQ\F K. DV
ODQDJHPHQW DQG )LQDQFLDO &0RVH O0DQDJHPHQW DV ZHOO DV ,QWHUFRPSDQ\ +XE DQG

:H GHULYHG DSSUR[LPDWHO\ RI RXU UHYHQXH IURP VXEVFULSWLRQ DQG VXSSRUW
RXU OHJDF\ RQ SUHPLVH VRIWZDUH DQG DSSUR[LPDWHO\ IURP SURIHVVLRQDO VHUYLFH
VXEVFULSWLRQV DHRH RQBOWKLRHKER Q WED®HFWY ZLWK D JURZLQJ SHUFHQWDJH RI VXEVFU
:H SULFH RXU VXEVFULSWLRQV EDVHG RQ D QXPEHU RI IDFWRUV SULPDULO\ WKH QXPEH!I
SXUFKDVHG E\ WKBEXEX\FWRPWURQ UHYHQXH LV UHFRJQL]J]HG UDWDEO\ RYHU WKH WHUP RI \
IHHV DUH W\SLFDOO\ SD\DEOH ZLWKLQ GD\V DIWHU HIHFXWLRQ RI D FRQWUDFW DQG WI

3URIHVVLRQDO VHUYLFHV FRQVLVW RI LPSOHPHQWDWLRQ DQG FRQVXOWLQJ VHUYLFF
FXVWRPHU KDV DFFHVV WR LW ZH W\SLFDOO\ KHOS FXVWRPHUV LPSOHPHQW RXU VROXWL
UHFRJQL]JHG RQ D
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SURSRUWLRQDO SHUIRUPDQFH EDVLYVY DM WEWRVHEURYESBW BRQVSHIWRQBH/GBEHUYLFHYVY WR KHO!
SURGXFWNKDUJH FXVWRPHUV IRU RXU BFRPWHX D YE PID WNHUIWLIDFH® RHQ WDHFRJQL]JH WKDW UHYH!(
SHUIRUPHG

H W\SLFDOO\ LQYRLFH FXVWRPHUV DQQXDOO\ LQ DGYDQFH IRU DQQXDO DQG PXOWL
WLPH DQG PEDWHIWL DROW SURIHVV LR QBEGRWHUPPRKVOWY LQYRLFHG IRU SRUWLRQV RI DQQXDO
RU VHUYLFHV WKDW KDYH QRW EHHQ SHUIRUPHG DV GHIHUUHG UHYHQXH RQ RXU FRQVRO

H VHOO RXU SODWIRUP SULPDULO\ WKURXJK RXU GLUHFW VDOHV IRUFH ZKLFK OHY!
VHUYLFHV ILUPV DQG EXVLQHVV SURFHAN KXY B XUFBDW H,JQ FS D HXXDAM RONGISE G IDWEHD @Y 81 G
EXVLQHVYV VROXWLRQ WKDW(ERWROXDWRYVZ LG BE3RXU DKIUFKHEPH M) WHW K GEQWR LQ

EDVHG RQ D SHUFHQWDJH RI UHYHQXHV IURP RXU QHZ FXVWREWUYXHKWR XDHG6BQ B $IH K5 BR
RYHU WKH WHUP RI WKHLU VXEVFULSWLRQ DJUHHPHQWY )RU WKH WKUHH PRQWKV HQGHC
DFFRXQWHG IRU PLOOLRQ RU DSSUR[LPDWHO\ RI RXU WRWDO UHYHQXHV )RU WKH
XQGHU WKLV DJUHHPHQW DFFRXQWHG IRU PLOOLRQ RU DSSUR[LPDWHO\ RI RXU W
IURP RXU FXVWRPHUV XQGHU WKLV DJUHHPHQW DFFRXQWHG IRU PLOOLRQZHH D WS SYRD
RXU FKDQQHO RI UHVHOOHUV SDUWLFXODUO\ LQ PDUNHWY RXWVLGH RI WKH 8QLWHG B6WI

*H WDUJHW RXU VDOHVRQW/ MM ERW KQRIDSV A D EENXKHAMD BNGHEVH ILQH WKH HQWHUSULVH P
ZLWK JUHDWHU WKDQ PLOOLRQ LQ PQG XTDODNVHMAIRSTHQ LHYGZZ W/ G IEH\Y BH H Q DQG F
JRU WKH WKUHH PRQWKY HQGHG ODUFK PLG P/DUDKNAWRER HHOW b SUH V H OVQHEG DQG RI
UHVSHFWRYHWKH \HDUV HQGHG 'HFHPEHU DQG VDOHV WR HQWHUSULVH FXXW®RH
WRLG PDUFNNWRPHUV UHSUHVHQWHG DQG DQG R$ R IUWUL B IDHYQDAM J/H RUHRKBIDFV E R WE\ Q H
DQG H[LVWLQJ FXVWRPHUV ([LVWLQJ FXVWRPHUV PD\ UHQHZ WKHLU VXEVFULSWLRQV DQ
E\ LQFUHDVLQJ WKH QXPEHU RI XVHUV DFFHVVLQJ RXU SB XW M- R LRW R U DEEAQV VLG G H\G LB
DJUHHPHQWYV ZLWK QHZ FXVWRPHUV DV ZHOO DV UHQHZDO DJUHHPHQWYV ZLWK H[LVWLQJ
ODVW PRQWK RI AMKKM FRQUEBMHDWWULEXWHG WR EX\LQJ SDW V$M UWQR/HWN S IUPPD/ORL (P RAKW R R RX.
DJUHHPHQWY DUH PHDVXUHG LQ IX0OO \HDU LQFUHPHQWY DJUHHPHQWYV LQLWLDOO\ HQWH
FRPH XS IRU UHQHZDO DW WKDW VDPH WLPH LQ VXEVHTXHQW \HDUV 7KLV VHDVRQDOLW\
TXDUWHUO\ UHYHQXHV LV PLQLPDO GXH WR WKH IDFW WKDW ZH UHFRJQL]H VXEVFULSWLR

:H EHOLHYH WKH DGGUHVVDEOH PDUNHW IRU RXU SODWIRUP LV ODUJH DQG JURZLQJ

WKHUH ZHUH PRUH WKDQ FRUSRUDWH RUJDQL]DWLRQV ZRUOGZLGH WKDW DUH L
$V D UHVXOW ZH H[SHFW WR FRQWLQXH WR JURZ RXU GLUHFW VDOHV WHDP DQG WR H[SC
ILUPV EXVLQHVV SURFHVV RXWVHRPDONRUNVQ W R QA WRHEROHMWIENVNQ XH WR LQYHVW LQ UHVHDUFt
RXU SODWIRUP DQG GHYHORS QHZ VROXWLRQV DQG IHDWXUHYV

YRU WKH \HDUV HQGHG 'HFHPEHU DQG ZH KDG UHYHQXHV RI PLOOL
DQG ZH LQFXUUHG QHW ORVVHV RI PLOOLRQ PROOLRI) WRGHH P RPQ W& VRHQ WHIW DD
ZH KDG UHYHQXHV RI PLOOLRQ DQG DQG RHOIOQRQU UHG/ HHFMWORNOHYV R PLOOLRQ D
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2Q 1RYHPEHU ZH FRPSOHWHIG BXQJLDQ & lUDA \SKKE WIHWREURFHHGY RI DSSURJ[LPD)
PLOOLRQ RI WKH SURFHHGYVY WR UHSD\ DOO DPRXQWYV RXWVWDQGLQJ XQGHU RXU FUHI

Runbook Acquisition

2Q$XIXVW ZH FRPSOHWHG RXU DFTXLVLWLRQ RN GERENR RN BRPKEBDQOPQEGY EDVH
DXWRPDWLRQ VRIWZDUH DQG LOQWHJUDWLRQ VROXWLRQV IRDBESXIFHVWRRPRABERRR WW KH) KK
DQG LQWHJUDWLRQ RI RXU SODWIRUHR WHROA$BY B QEKR W IOHF T XM\WMWHRQ HQKDQFHV RXU SRVL
VROXWLRQV WR DXWRPDWH WKH ILQDQFLDO FORVH SURFHVV IRU 6$3 FXVWRPHUV DQG VX

7KH DJJUHJDWH SXUFKDVH FRQVLGHUDWLRQ RI PLOOLRQ IRU WKH 5XQERRN $FTX
DGMXVWPHQWYV ZDV SDLG LQ FDVK RQ WKH DFTXLVLWLRQ GDWH 7KH HVWLPDWHG SXUHFK
DPHQGHG RXU FUHGLW IDFLOLW\ WR DGG DQ DGGLWLRQDO WHUP ORDQ SXUVXDQW WR ZKI
IXQG WKH DFTXLVLWLRQ ,Q FRQQHFWILRQ ZAW K HSOL G CLOV). D® BXEW VFRRW VAW DFE UQHE QG |
WUDQVDFWLRQ FRVWY DQG IHHV WR FRPSOHWH WKH 5XQERRN $FTXLVLWLRQ

5XQERRNHYHQXHYVY FRQVLVW RI OLFHQVH IHHWR Q@ \SWRFRLIBDMWE G WH WKRWWHF RQW/H RF W WK S
VHUYLFHY UHTXLUHG WR LPSOHPHQW LWV VROXWLRQV DQG WUDLQ LWV FXVWRPHUV

Factors Affecting Performance

:H EHOLHYH WKDW RXU IXWXUH SHUIRUPDQFH ZLOO GHSHQG R PO WIIDHWRDVHDYF®
RSSRUWWBHWDOVR SUHVHQW ULVNV WKDW ZH PXVW PDQDJH WR DFKLHYH VXFFHVVIXO UH
DGGUHVV WKHVH FKDOOHQJHY RXU EXVLQHVY DQGHFMWHUDWLQJ UHVXOWY FRXOG EH DGYI

([SDQVLRQ DQG )XUWKHU 3HQHWUDWLRQ HR HPS0 RYWINGRPOG RBDHMGVWUDWHJ\ WK BMH I
DFTXLULQJ QHZ FXVWRPHUV DQG JURZLQJ RXU UHODWLRQVKLSV ZLWK H[LVWLQJ FXVWRP}
DWWUDFWLQJ QHZ FXVWRPHUV DQG H[SDQGLQJ WKHLU UHYHQXH ZLWK XV RYHU WLPH %X
XV WR DFTXLUH QHZ FXVWRPHUV PQ & W KWNMRAH & O W HDUF JJIRMWVHDIDADGJHRJUDSKLHY DV ZHOO
VHOOLQJ DGGLWLRQDO SURGXFWYV DQG LQFUHDVLQJ WKH QXPEHU RI XVHUV ZLWKLQ RXU
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Total Annualized Subscription and Support Revenue by Customer Cohort

Customer Cohorts

@& 2012
& 2013
o 2014
& 2016
2018
2017

2012 2013 2014 2015 2016 2017

7KH FKDUW UHIOHFWY DQQXDOL]JHG VXEVFULSWLRQ DQG VXSSRUW UHYHQXH IRU WKH
FRKRUWSHPRKRUW LV D JURXSLQJ RI FXVWRPHUV E\ WKH \HDU VSHFLILHG )RU LQVWDQFI
GDWH LV EHWZHHQ -DQXDU\ DQE MFHPEHNWH DQQXDOL]JHG VXEVFULSWLRQ DQG VXS
WRWDO DPRXQW RI PLQLPXP VXEVFULSWLRQ DQG VXSSRUW UHYHQXH FRQWUDFWXDOO\ FF
WKH UHPDLQLQJ WHUP RI WKH DJUHHPHQW GLYLGHG E\ WKH UHPDLQLQJ QXPEHU RI PRQW
DQQXDOL]HG VXEVFULSWLRQ DQG VXSSRUW UHYHQXH DV RI ODUFK IRU HDFK RI RXU
UHSUHVHQWHG DQ LQFUHDVH RYHU WKH LQLWLDO DQQXDOL]J]HG VXEVFULSWLRQ DQG VXSS
[ UHVSHFWILFBOFXODWH LQLWLDO DQQXDOL]JHG VXEVFULSWLRQ DQG VXSSRUW UHYHQXI
DQG VXSSRUW UHYHQXH DV RI WKH ILUVW PRQWK RI HDFK FXVWRPHU DJUHS$PHING MXIBR Q;
WR DQQXDOL]HG VXEVFULSWLRQ DQG VXSSRUW UHYHQXH LQLWLDO DQQXDOL]JHG VXEVFUI
GXH XQGHU RU WKH GXUDWLRQ RI FXVWRPHU DJUHHPHQWY IROORZLQJ WKH ILUVW PRQWK
5XQERRN $FTXLVLWLRQ

,QYHVWPHQW LQ HUR@W® WR FRQWLQXH WR LQYHVW LQ RXU EXVLQHVV VR WKDVQWH @
FRQWLQXH WR JURZ RXU JOREDO VDOHV DQG PDUNHWLQJ WHDP WR DFTXLUH K HD \FKQ\GRP
FRQWLQXH WR JURZ RXU UHVHDUFK DQG GHYHORSPHQW WHDP WR H[WHQG WKH IXQFWLRG
WR DFFRXQWLQJ DQG | ZGIDI[BSH FWR RKYHWDOHY DQG PDUNHWLQJ H[SHQVHYV DQG UHVHDUFK
UHYHQXHV WR GHFUHDVH RYHU WLPH DV ZH JURZ RXU UHYHQXHV DQG JDLQ HFRQRPLHV R
H[LVWLQJ FXVWRIPEMOLBIWH WKDW WKHVH LQYHVWPHQWY ZLOO FRQWULEXWH WIR RXWRBORQ
SURILWDELOLW)\ LQ WKH QHDU WHUP
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/HYHUDJLQJ 6WUDWHJLF 5HCSDOMIR YRKEBYWLQXH WR VWUHQJWKHQ DQG H[SDQG RXU |
SURIHVVLRQDO VHUYLFHV ILUPV EXVLQHVV SURFHVV RXWVRXUFHUV DQG UHVHOOHUV 7t
RIHU D ZLGHU UDQJH Rl LQWHJUDW H GHVHQW HRHV WRR VROSLS R X WWRIPHIWIY H[LVWLQJ UHODWLR!
IXUWKHU H[SDQG RXU FKDQQHO Rl UHVHOOHUV WR KHOS XV LQFUHDVH RXU SUHVHQFH LQ
UHVXOWYV RI RSHUDWLRQVHAW®GE E\ \RXQ IVIX FBIQWOL @ IOHYHUDJLQJ DQG H[SDQGLQJ WKHVF

ODUN$GARSWLRQ RI 2XU SONHWIRERY RI RXU VDOHVRD® R UNHVDMAIQHIPDUNHW DZDUHC(
FORXG EDVHG 6DD6 SODWIRUP 7KH PDUNHW IRU 6DD6 VROXWLRQV IRU DR XXQW PEFHXQWDA
DQG ILQDQFH VRIWZDUH DSSOLFDWLRQV DQG SRWHQWLDO FXVWRPHUV PD\ EH VORZ RU X
PDQXDO SURFHVVHV RU KRPH JUFX®@ WROKWURIGYFYWFXWWRIPHU DGRSWLRQ UDWHYV DQG Gl
6DD6 SODWIRUP IRU DFFRXQWLQJ DQG ILQDQFH PDUNHW RU WKH HQWU\ RI FRPSHWLWLYH
DIHFWHG E\ WKH GHJUHH WR DQG VSHHG ZLWK ZKLFK RUJDQL]DWLRQV DGRSW RXU VROX

Key Metrics

:H UHJXODUO\ UHYLHZ D QXPEHU RI PHWULFV LQFOXGLQJ WKH IROORZLQJ NH\ PHWU
WUHQIG¥WILQJ RXU EXVLQHVV IRUPXODWH ILQDQFLDO SURMHFWLRQVY DQG PDNH VWUDWH
5XQERRN $FTXLVLWLRQ

Three Months Ended March 31 Year Ended December 31,
2017 2016 2016 2015 2014

'ROODU EDVHG QHW UHYHQXH UHWHQWLRQ UDWH
I1XPEHU RI FXVWRPHUV DV RI HQG RI SHULRG
I1XPEHU RI XVHUV DV RI HQG RI SHULRG

JRU DGGLWLRQDO LQIRUPDWLRQ UHIHU WR 6HOHFWHG &RQVROLGDWHG )LQDQFLDO '

Key Components of our Results of Operations

SHYHQXHV

6XEVFULSWLRQ DQGKWXBBRRWLW\ Rl VXEVFULSWQRQWRW H VR OIEAPMERKIWY DQG D JU|
RI VXEVFULSWLRQV DUH VROG WKURXJK WKUHH \HDU FRQWUDFWV )HHV DUH EDVHG RQ D
SURGXFWV DQG WKH QXPEHU RI SURGXFW K HS XLUPKD WH B UE R MANKXHE F R UWRWHRIQ IHHV DUH W\S
H[HFXWLRQ RI D FRQWUDFW DQG WVKBUWDDWIOYU XIS RRUGHWKADXKEVFULSWLRQ IHHV DV GHII
VWUDLJKW OLQH EDVLV RYHU WKH WHUP RI WKH DJUHHPHQW $W DQ\ WLPH GXULQJ WKH \
DGG SURGXFWV $GGLWLRQDO IHHV DUH SD\DEOH IRU WKH UHPDLQGHU RI WKH LQLWLDO F
XVHUV RU VXEVFULSWLRQ WR SURGXFWV XSRQ UHQHZDO Rl WKHLU DUUDQJHPHQW B5HYHC
DSSUR[LPDWHO\ RI RXU UHYHQXHV IRU WKH WKUHH PRQWKYV HQGHG ODUFK

6XEVFULSWLRQ DQG VXSSRUW UHYHQXHV DOVR L QFQ S®&H RIRWAHZDAUHY OLVAHRALIDW B Q & U
WR RXU PLJUDWLRQ WR 6DD6 LQ ZH OLFHQVHG RXU OHJDF\
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RQ SUHRFRYWZDURR:ORQJHU GHYHORS DQ\ QHZ DSSOLFDWRRQYURIWRYXWEWURQ BRXWWAHI FFR @RV
SRVW FRQWUDFW VXSSRUW WR ILYH FXVWRPHUV WKDW KDG QRW PLJUDWHG WR RXU 6DD6

2Q $XIXVW ZH DFTXLUHGOGX@BRRRLIUD VOH IBKQMEHRR S URGXFWY WR D FORXG ED\
VHOO 5XVFERBNHRNFRYWZDUH WR H[LVWLQJ 5XQERRN FXVWRPHUY DQG SURYLGH SRVW FRQW

5HYHQXHV UHFRJQL]HG IURP VDOHV RI VRIWZDUH OLFHQVHV VXSSRUW DQG LPSOHPH
DQG OHVRQWKRMIOI RI WRWDO UHYHQXHV IRU WKH WKUHH PRQWKY HQGMHBGOOHYK WKDQ |
WRWDO UHYHQXHV IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\

SURIHVVLRQDO VHIURHEHRXU FXVWRPHUYV LPSOHPHQWDWLRQ DQG FRQVXOWLQJ VHUYL
LPPHGLDWHO\ DIWHU D QHZ FXVWRPHU KDV DFFHVV WR LW ZH W\SLFDOO\ KHOS FXVWRPH
RYHU WKH SHULRG VXFK VHUMLBFEGVRDIUBRYHGIHR BRIPEXOWLQJ DQG WUDLQLQJ VHUYLFHV WR
:H FKDUJH FXVWRPHUV IRU RXU FRQVXOWLRH DQG WBINHQIL PO GHAH UHHFR RWLTH UHYHQXH L
B3URIHVVLRQDO VHUYLFHVY UHYHQXHV FRPSULVHG DSSUR[LPDWHO\ RI' RXU UHYHQXHYV IRL

YRU D GHVFULSWLRQ RI RXU UHYHQXH DFFRXQMARXVSRRQFLAE $\QDO\UDQ RIHRBOQQWFLD
2SHUDWLRQV &ULWLFDO $FFRXQWLQJ 3ROLFLHYV DQG (VWLPDWHYV

&RVW RI 5HYHQXHV

6XEVFULSWLRQ DQG VXSSRUW BREWFRILEWYRQXHYG VXSSRUW FRVW RI UHYHQXHV SUL
WHFKQRORJ\ FRVWYV UHVXOWLQJ IURP WKH $FTXLVLWLRQ DQG WKH 5XQERRN $FTXLVLV
ZLWK RXU KRVWLQJ RSHUDWLRQV DQG VXSSRUW SHUVRQQHO GDWD FHQWHU FRVWYV UHOI
LQWHUQDRIWXYBIUH HFIDVOWWR DOORFDWH D SRUWLRQ RI RYHUKHDG WR VXEVFULSWLRQ DQG V

BURIHVVLRQDO VHUYLFHV FRBWVW YV DNYREXKBIWHG ZLWK SURYLGLQJ SURIHVVLRQDO V
DQG VWRFN EDVHG FRPSHQVDWLRQ DVVRFLDWHG ZLWK RXU LPSOHPHQWDWLRQ SHUVRQQ'
SHUIRUPH®OVR DOORFDWH D SRUWLRQ RI RYHUKHDG WR SURIHVVLRQDO VHUYLFHV FRVW

2SHUDWLQJ ([SHQVHV

6DOHV DQG PDUNHWHYIDQG PDUNHWLQJ H[SHQVHV FRQVLVW SULPDULO\ Rl SHUVRQQ!|
LQFOXGLQJ VDODULHV VDOHV FRPPLVVLRQV DQG LQFHQWLYHV EHQHILWY DQG VWRFN EL
LQ FRQQHFWLRQ ZLWK RXU VWUDWHJILF UHODWLRQVKLSY RXWVLGH FRQVXOWLQJ IHHV P
FRQIHUHQFH DGYHUWLVLQJ DQG WUDGH VKRZV RWKHU HYHQGWIHSMRUHV [DXGS SOAUMNRFHDY
DPRUWL]H WKHP UDWDEO\ RYHU WKH WHUP RI WKH FRUUHVSRQGLQJ VXEVFULSWLRQ DJUH
FXVWRPHU UHODWLRQVKLS HQSHFQJ VO®H D DHBVRFD UNHWLQJ H[SHQVHY ZLOO LQFUHDVH D\
VDOHV WKURXJK RXU VWUDWHJILF UHODWLRQVKLSY DQG UHVHOOHUV

5HVHDUFK DQG GHYHBDRWBIPHOMK DQG GHYHORSPHQW H[SHQVHV FRQVLVW SULPDULO\ R
DVVRFLDWHG ZLWK RXU HQJLQHHULQJ SURGXFW DQG TXDOLW\
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DVVXUDQFH SHUVRQQHO DQG DOORFDWHG RYHUKHDG FRVWY 5HVHDUFK DQG GHYHORSPH
WKDQWHUQDRIWYBIUH GHYHORSPHQW FRVWY WKDW TXDOLI\ IRU FDSLWDOL]DWLRQ WHN[EM
UHVHDUFK DQG GHYHORSPHQW FRVWV WR LQFUHDVH DV ZH GHYHORS QHZ VROXWLRQV DQ

*HQHUDO DQG DGPLQYWVQHUDMOLYBG DGPLQLVWUDWLYH H[SHQVHV FRQVLVW SULPDULO
DVVRFLDWHG ZLWK RXU H[HFXWLYH ILQDQFH OHJDO KXPDQ UHVRXUFHV FRPSOLDQFH [
SURIHVVLRQDO VHUYLFHV IHHV UHFUXLWPHQW FRVWV RWKHU FRUSRUDWH UHODWHG H[S
H[SHQVHY DOVR LQFOXGH DPRUWL]DWLRQ Rl FRYHQDQW QRW WR FRPSHWH DQG WUDGHQL
DFTXLVLWLRQ UHODWHG FRVWYV WR EXVLQHVV FRPELQDWLRQV DQ Gi WKSHFKD @& KH WQJ HILHU
DGPLQLVWUDWLYH H[SHQVHV ZLOO LQFUHDVH DV ZH LQFXU WKH FRVWYV RI| FIRPFOXG®IQFH O
DQG FRQVXOWLQJ IHHV

,QWHUHVW ,QFRPH ([SHQVH

,QWHUHVW LQFRPH H[SHQVH QHW FRQVLVWY SULPDULO\ RI LQWHUHVW H[SHQVH IUF
GLVFRXQWV DQG LVWXDKFBILBRVANXQO DOO RXWVWDQGLQJ GHEW DQG WHUPLQDWHG RXU
WHUPLQDWLRQ RI RXH FAJPS$IHEQWHID A WKHQ XQDPRUWL]JHG GHEW GLVFRXQWYV DQG LVVXD

&KDQJH LQDOXH R &RPPRQDSWMRNA: /LDELOLW\

:HLVVXHG ZDUUDQWYV WR SXUFKDVH FRPPRQ VWRFNKH) ZERIQUDHAVW. B Q H IPW B \RXUMH BUDBI\
ZLWK FKDQJHV LQ IDLU YDOXH UHFRUGHG LQ RXU FRQVROLGDWHG VWDWHPHQW RI RSHUD
SHULRG XQWLO WKH HDUOLHU RI WKHLU H[HUFLVH RU WHUPLQDWLRQ ,QFUHDVHV LQ WKH
RXU FRPPRQ VWRFN ZDUUDQW OLDELOLW\ DQG D FRUUHVSRQGLQJ LQFUHDVH LQ RXU QHW

%HQHILW IURPDRQHPRPH 7

:H DUH VXEMHFW WR IHGHUDO DQG VWDWH LQFRPH WD[HV LQ WKH 8QLWHG 6WDWHYV
LQ D QHW GHIHUUHG WD[ OLDELOLW\ SRVLWLRQ SULPDULO\ DV D UHVXOW RI LQWDQJLEOH
GHIHUUHG WD[ OLDELOLWLHY SUHYLRXVO\ UHFRUGHG DV D UHVXOW RI WKH $FTXLVLWI
IRUHLJQ DQG 8 6 MXULVGLFWHRKQDYBQCHPRBRBUGLRQA\QFRPH WD[ EHQHILW LQ RXU VWDWH

*H UHFRUG D YDOXDWLRQ DOORZDQFH DJDLQVW RXU GHIHUUHG WD[ DVVHWV WR WKH
FRQVLGHUDWLRQ RI RXU GHIHUUHG WD[ OLDELOLWLHV LV QRW PRUH OLNHO\ WKDQ QRW
WD[HV RXU GHIHUUHG DVVHWYV H[FHHGHG RXU GHIHUUHG WD[ OLDELOLWLHY DQG EHFDXV
RI WKH GHIHUUHG WD[ DVVHWV LV FXUUHQWO\ZGIRKD PR WH PRUEBE WWKYVMOFXRW LR DFROGRRQD(
GHIHUUHG WID[PVMRW\VL.QWHUQDWLRQDO RSHUDWLRQV DUH QRW PDWHULDO IRU WKH \HDU

2XUIHFWLYH WD[ UDWH IRU WKHWHULREWERHHBVE QWBEUIDO WD[ UDWH RI GXH SULP
IHGHUDO DQG VWDWH QHW GHIHUUHG WD[ DVVHWY H[SHQVHV QRW GHGXFWLEOH IRU LQF
ZzbuubQwyvy VWDWH WD[HV DFTXLVLWLRQ UHODWHG FRVWY DQG RWKHU WD[ FUHGLWYV
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Non-GAAP Financial Measures

,Q DGGLWLRQ WR RXU UHVXOWY GHWHWRL € H G LIADRI FARMB-CID\QAHH Y LEHO RSB D UH XVHIXO
LQYHVWRUV LQ HYDOXDWLQR®X$$BODLEQAH\VNO PKBVHUHY DUH XVHIXO EHFDXVH WKH\ SURY
SDVW SHUIRUPDQEHU LRG LW EWEBISMHRIG/RQV Rl RSHUDWLRQV DQG IDFLOLWDWH FRPSDULVRQ
VLPLOP® *$$4BQDQFLDO PHDVXUHV WR VXSSOHPHQW WKHLU *$$3 UHVXOWV

Three Months Ended March 31, Year Ended December 31,
2017 2016 2016 2015 2014
(in thousands, except percentages)

1RQ *$$BHYHQXHYV
1RQ *$$BURVV 3URILW
1RQ *$$BURVV 0DUJLQ
1RQ *$$BHW /RVV

)RU DGGLWLRQDO LQIRUPDWLRDRDQG $BXYDDHFERQFRBD U YILRIGI WRVR$$SBHOHFWHG &RQVR
'DWD 1RQ *$4NDQFLDO OHDVXUHV

Results of Operations
:H DFFRXQWHG IRU WKH $FTXLVLWLRQ DQG WKH 5XQERRN $FTXLVLWLRQ DV EXVL(
$FTXLVLWLRQ UHVXOWHG LQ WKH IROORZLQJ SULQFLSDO LPSDFWV RQ RXU FRQVROLGDWF

$ UHGXFWLRQ LQ UHYHQXHV IRU WKH \HDU HQGHG 'HFHPEHU DV D UHVXOW RI
UHFRUGHG DW IDLU YDOXH DW DQ DPRXQW OHVV WKDQ LWV WKHQ FDUU\LQJ YDOXH

,QFUHDVHG DPRUWL]DWLRQ FRVWVY UHVXOWLQJ IURP WHHERBRBUQ JDRIRUQW. DIV LRQHRD'
WHFKQRORJ\ LQ FRVW Rl UHYHQXHV DPRUWL]DWLRQ Rl FXYWRPHU UHODWLRQVKLS®
QRW WR FRPSHWH DQG WUDGHQDPH LQWDQJLEOH DVVHWYV LQ JHQHUDO DQG DGPLQ

6KRUWO\ DIWHU WKH $FTXLVLWLRQ ZH LVVXHG GHEW ZKLFK LQFUHDVHG RXU Lt
ILQDQFHG WKH SXUFKDVH RI WKH 5XQERRN $FTXLVLWLRQ WKURXJK D WHUP ORDQ Z
WHUPLQDWLRQ RI WKHIR¥VMHPIEWMMUDFLOEZW\WUHSDLG RXU FUHGLW IDFLOLW\ LQ IXKDWLRU

,QFUHDVHG RSHUDWLQJ FRVWV LQ DV D UHVXOW RI WKH HPSOR\HHV DQG FRQWU

&RPSDULVRQ RI 7KUHH ORQWKY (QGHG ODUFK DQG
7TRWDO 5HYHQXHYV
Three Months Ended March 31,

2017 2016
(in thousands)

6XEVFULSWLRQ DQG VXSSRUW
3URIHVVLRQDO VHUYLFHV

7TRWDO UHYHQXHV
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March 31,
2017 2016

1XPEHU RI FXVWRPHUV DV RI HQG RI SHULRG
1XPEHU RI XVHUV DV RI HQG RI SHULRG

([FOXVLYH RI WKH 5XQERRN $FTXLVLWLRQ

7TRWDO UHYHQXHYV LQFUHDVHG E\ PLOOLRQ RU IRU WKH WKUHH PRQWKY HQGH
SHULRG SULPDULO\ GXH WR DQ LQFUHDVH LQ WKH QXPEHU RI FXVWRPHUV DQ LQFUHDVH
LQ WKH QXPEHU RI SURGXFWY SXUFKDVHG E\ HI[LVWLQJ FXVWRPHUV 7KH WRWDO QXPEHU
LQFUHDVHG E\ EHWZHHQ ODUFK DQG ODUFK

7TRWDO FRVW RI UHYHQXHYV

Three Months Ended March 31,
2017 2016
(in thousands, except percentages)

6XEVFULSWLRQ DQG VXSSRUW
BURIHVVLRQDO VHUYLFHV

7RWDO FRVW RI UHYHQXHYV
*URVYV ODUJLQ

7TRWDO FRVW RI UHYHQXHV LQFUHDVHG E\ PLOOLRQ RU GXULQJ WKH WKUHH PF

SHULRG SULPDULO\ GXH WR D PLOOLRQ LQFUHDVH LQ VDODULHYVY EHQHILWY DQG V
FDSLWDOL]HG VRIWZDUH FRVWYV DQG D PLOOLRQ LQFUHDOVID UQHYP EHWH]IDW VRIQ B! \OMR
LQFUHDVHG SULPDULO\ GXH WR JURZWK LQ KHDGFRXQW ZKLFK LQFUHDVHG E\ EHWZHH
VRIWZDUH GHYHORSPHQW FRVWY LQFUHDVHG GXH WR ODUJHU WRWDO FDSLWDOL]HG FRV)
GHYHORSHG WHFKQRORJ\ LQFUHDVHG GXH WR WKH 5XQERRN $FTXLVLWLRQ

7KH LPSURYHPHQW LQ JURVV PDUJLQ GXULQJ WKH WKUHH PRQWKY HQGHG ODUFK
SULPDULO\ WKH UHVXOW RI DPRUWL]DWLRQ Rl GHYHORSHG WHFKQRORJ\ DVVRFLDWHG ZL)\
FRVW HDFK SHULRGD @G RAFRRWGHDYIOLQ UHYHQXHYV UHVXOWHG LQ DQ LPSURYHPHQW LQ RXU .

6DOHV DQG PDUNHWLQJ

Three Months Ended March 31,
2017 2016
(in thousands, except percentages)

6DOHY DQG PDUNHWLQJ
SHUFHQWDJH RI WRWDO UHYHQXHYV

6DOHYVY DQG PDUNHWLQJ H[SHQVHV LQFUHDVHG E\ PLOOLRQ RU GXULQJ WKH W
FRUUHVSRQGLQJ SHULRG SULPDULO\ GXH WR D PLOOLRQ LQFUHDVH LQ VDODULHYV
FRPPLVVLRQV SD\DEOH WR WKLUG SDUWLHV WKDW UHIHU FXVWRPHUV WR XV D PLOOL

LQ WUDYHO DQG UHODWHG FRVWY 7KH LQFUHDVH LQ VDODULHYV VDOHV FRPPLVVLRQV DC(C
UHYHQXH JURZWK 2XU VDOHVY DQG PDUNHWLQJ KHDGFRXQW LQFUHDVHG E\ EHWZHHQ O
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FRPPLVVLRQV SD\DEOH WR WKLUG SDUWLHV ZDV SULPDULO\ GULYHQ E\ WKH H[SDQYKRQ R
LQFUHDVH LQ DGYHUWLVLQJ DQG WUDGH VKRZV ZDV SU LR DWMDYHIX B Q\GR UDHID D Q/FHLGH DR MWD
H[SDQVLRQ Rl RXU VDOHV RUJDQL]DWLRQ

5HVHDUFK DQG GHYHORSPHQW

Three Months Ended March 31,
2017 2016
(in thousands, except percentages)

5HVHDUFK DQG GHYHORSPHQW
SHUFHQWDJH RI WRWDO UHYHQXHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHY LQFUHDVHG E\ PLOOLRQ RU GXULQJ
WKH FRUUHVSRQGLQJ SHULRG SULPDULO\ GXH WR D PLOOLRQ LQFUHDVH LQ VDODU
WKLUG SDUW\ FRQWUDFWRUV 7 KHIWH WQER\UMN \HHFW HBVH SQ@Q FVBEDWOORJHG FRVWY UHODWH(
UHVHDUFK DQG GHYHORSPHQW KHDGFRXQW LQFUHDVHG E\ EHWZHHQ ODUFK DQG
FROQOWUDFWRUV ZHUH XVHG WR IXUWKHU PDLQWDLQ HQKDQFH DQG GHYHORS RXU SODWIR

*HQHUDO DQG DGPLQLVWUDWLYH

Three Months Ended March 31,
2017 2016
(in thousands, except percentages)

*HQHUDO DQG DGPLQLVWUDWLYH
SHUFHQWDJH RI WRWDO UHYHQXHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYVY LQFUHDVHG E\ PLOOLRQ RU GXUL
WKH FRUUHVSRQGLQJ SHULRG SULPDULO\ GXH WR D PLOOLRQ LQFUHDVH LQ RXWVL
VWRFN EDVHG FRPSHQVDWLRQ 7KH LQFUHDVH LQ RXWVLGH VHUYLFHVY FRPSULVHG SULPD
SXEOLF FRPRBQWQFUHDVH LQ VDODULHVY EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLRQ ZL
DQG DGPLQLVWUDWLYH KHDGFRXQW LQFUHDVHG E\ EHWZHHQ ODUFK DQG

,QWHUHVW LQFRPH

Three Months Ended March 31,
2017 2016
(in thousands)

,QWHUHVW LQFRPH

,QWHUHVW LQFRPH LQFUHDVHG E\ PLOOLRQ GXULQJ WKH WKUHH PRQWKY HQGHG 1
GXH WR LQWHUHVW HDUQHG IURP LQYHVWPHQWY LQ PDUNHWDEOH VHFXHUWQHWQ®@ ARNAI
WKH SURFHHGV WR LQYHVW LQ PDUNHWDEOH VHFXULWLHV

,QWHUHVW H[SHQVH

Three Months Ended March 31,
2017 2016
(in thousands)

,(QWHUHVW H[SHQVH
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,QWHUHVW H[SHQVH GHFUHDVHG E\ PLOOLRQ GXULQJ WKH WKUHH PRQWKY HQGHG
GXH WR WKH WHUPLQDWLRQ RI RXU FUHGLW IDFLOLW\ DQG DVVRFLDWHG UHSD\PHQW RI W

&KDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUDQW OLDELOLW\

Three Months Ended March 31,
2017 2016
(in thousands)

&KDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUDQW OLDELOLW\

:H YDOXH RXU FRPPRQ VWRFN ZDUUDQWYV XVLQJ D ELQRPLDO ODWWLFH PRGHO 7KH
FRPPRQ VWRFN 7KH IDLU YDOXH RI RXU FRPPRQ VWRFN LQFUHDVHG E\ DSSUR[LPDWHO\
FRPPRQ VWRFN OLDELOLW\ E\ PLOOLRQ RU 7TKHUH ZDV QR VLIJQLILFDQW FKDQJH LQ
ODUFK

%HQHILW IURP LQFRPH WD[HV

Three Months Ended March 31,
2017 2016
(in thousands)

%HQHILW IURP LQFRPH WD[HV

7KHIHFWLYH WD[ UDWH IRU WKH WKUHH PRQWKNUQIGWHR® WDKHR 6 IHGRUDO WBWDWXWE
UHVXOW RI WKH YDOXDWLRQ DOORZDQFH IRU 8 6HFWALHWDW DO QU WW D RWH WRHRWKUWHMBI[RR QT

GLHUV IURP WKH 8 6 IHGHUDO VWDWXWRU\ UDWH RI SULPDULO\N DV D UHVXOW RI V'
DOORZDQFH RQ 6WDWH RI &DOLIRUHLDHA RV GBINDONXKOG W RQQOVUPBWXYDQFH DIJDLQVW RXU G
UHDOL]DWLRQ RI WKH GHIHUUHG WD[ DVVHWV LQFOXGLQJ FRQVLGHUDWLRQ RI LWV GHIHL

SHULRG LV D UHVXOW RI WKH DEVRUSWLRQ RI GHIHUUH$FW)YL VO BHHE@ RW LLHMWWHRIRRDUNGLHR
QRW PDWHULDO IRU WKH WKUHH PRQWKY HQGHG ODUFK DQG

&RPSDULVRHDBVY {QGHG 'HFHPEHU DQG
7TRWDO UHYHQXHYV

Year Ended December 31,

2016 2015 2014
(in thousands)
6XEVFULSWLRQ DQG VXSSRUW
BURIHVVLRQDO VHUYLFHV
/RWDO UHYHQXHV
Year Ended December 31,
2016 2015 2014

1XPEHU RI FXVWRPHUV DV RI HQG RI SHULRG
1XPEHU RI XVHUV DV RI HQG RI SHULRG

([FOXVLYH RI WKH 5XQERRN $FTXLVLWLRQ
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7TRWDO UHYHQXHY LQFUHDVHG E\ PLOOLRQ RU DQG PLOOLRQ RU IR
UHVSHFWIWHRRFPSDUHG WR WKH \HDUV HQGHG 'HFHPEHUSULPD WG GXH W BIPFWQAFUHOD V H
DQ LQFUHDVH LQ WKH QXPEHU RI XVHUV DGGHG E\ H[LVWLQJ FXVWRPHUYV DQG DQ LQFUHD
WRWDO QXPEHU RI FXVWRPHUV LQFUHDVHG E\ DQG GXULQJ WKH \HDUMHQGRMED'E |
XVHUV LQFUHDVHG E\ DQG GXULQJ WKH \HDUV HQGHG 'HFHPEHU DQG Ul

7KH LQFUHDVH LQ WRWDO UHYHQXHYV IURP WKH \HDU HQGHG 'HFHPEHU WR 'HFH
,Q FROQOQHFWLRQ ZLWK WKH $FTXLVLWLRQ GHIHUUHG UHYHQXH ZDV UHFRUGHG DW IDL
UHGXFWLRQ UHVXOWHG LQ UHGXFHG UHYHQXH LQ WKH SHULRG E\ PLOOLRQ 7KHUF
LPSDFW RI WKLV SXUFKDVH DFFRXQWLQJ DGMXVWPHQW RXU WRWDO UHYHQXH LQFUHDVH

7TRWDO FRVW RI UHYHQXHV

Year Ended December 31,

2016 2015 2014
(in thousands, except percentages)

6XEVFULSWLRQ DQG VXSSRUW
BURIHVVLRQDO VHUYLFHV
7RWDO FRVW RI UHYHQXHYV
*URVV 0DUJLQ

7TRWDO FRVW RI UHYHQXHV LQFUHDVHG E\ PLOOLRQ RU LQ DV FRPSDUHG
VDODULHV EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLRQ DQG D PLOOLRQ LQFUHDVH

VWRFN EDVHG FRPSHQVDWLRQ LQFUHDVHG SULPDULO\ GXH WR JURZWK LQ KHDGFRXQW Z
$PRUWL]DWLRQ RI RXU FDSLWDOL]JHG VRIWZDUH GHYHORSPHQW FRVWY LQFUHDVHG GXH W
VROXWLRQV

7RWDO FRVW RI UHYHQXHV LQFUHDVHG E\ PLOOLRQ RU LQ DV FRPSDUHG
VDODULHV EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLRQ D PLOOLRQ LQFUHDVH LQ G
FDSLWDOL]HG VRIWZDUH FRVWVY 6DODULHV EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLR
EHWZHHQ 'HFHPEHU DQG &RVWV DVVRFLDWHG ZLWK RXU GDWDFHQWHU LQFU
WKH JURZWK LQ RXU FXVWRPHU EDVH $PRUWL]JDWLRQ Rl RXU FDSLWDOL]HG VRIWZDUH G}
H[SDQGHG WKH IXQFWLRQDOLW\ Rl RXU VROXWLRQYV

2XU JURVYV PDUJLQ ZDV DQG IRU WKH \HDUV HQGHG 'HFHPEHUKH LPSURY
JURVY PDUJLQ LQ FRPSDUHG WR ZDV SULPDULO\ WKH UHVXOW RI DPRUWL]DWLRQ R
LQFOXGHG LQ RXU FRVW RI UHYHQXHYV ZKLFK LV DQILMFRUARVW H@ K BSHQXKRE WHFVROQWHGI!
PDUJLQ 7KH LPSURYHPHQW LQ JURVWUWWDDRIJWRH DY SIDWMWDDWABRQRH[SHQVH RI DFTXLUHG GH
5XQERRN $FTXLVLWLRQ LQ $XJIXVW

7KH LPSURYHPHQW LQ JURVYV PDUJLQ LQ FRPSDUHG WR ZDV SULPDULO\ WKH Ul
ZKLFK UHGXFHG UHYHQXH LQ WKH SHULRG ZLWK QR
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FRUUHVSRQGLQJ DGMXVWPHQWYV LQ ,Q DGGLWLRQ WKH LQFUHDVH LQ JURVV PDUJLQ
GHYHORSHG WHFKQRORJ\ LQFOXGHG LQ RXU FRVW RI UHYHQXHV ZKLFK LV D IL[HG FRVW

6DOHY DQG PDUNHWLQJ

Year Ended December 31,
2016 2015 2014
(in thousands, except percentages)

6DOHY DQG PDUNHWLQJ
SHUFHQWDJH RI WRWDO UHYHQXHYV

6DOHYVY DQG PDUNHWLQJ H[SHQVHYV LQFUHDVHG E\ PLOOLRQ RU IRU WKH \HD
LQFUHDVH LQ VDODULHVY VDOHV FRPPLVVLRQV DQG LQFHQWLYHY DQG VWRFN EDVHG FRP
SDUWLHVY WKDW UHIHU FXVWRPHUV WR XV D PLOOLRQ LQFUHDVH LQ WUDYHO DQG UHC(
PLOOLRQ LQFUHDVH LQ RXWVLGH FRQVXOWLQJ IHHVY 7KH LQFUHDVH LQ VDODULHV VD
SULPDULO\ GULYHQ E\ DQ LQFUHDVH LQ KHDGFRXQW DQG UHYHQXH JURZWK 2XU VDOHV D
DQG 7KH LQFUHDVH LQ FRPPLVVLRQV SD\DEOH WR WKLUG SDUWLHV ZDV SULPDULC
6$3 DV DQ HQGRUVHG EXVLQHVV VROXWLRQ 7KH LQFUHDVH LQ DGYHUWLVLQJ DQGIRUW®S
LQFUHDVH LQ FRQVXOWLQJ IHHV ZDV SULPDULO\ GXH WR DQ LQFUHDVH LQ GLJLWDO PDUN

6DOHV DQG PDUNHWLQJ H[SHQVHV LQFUHDVHG E\ PLOOLRQ RU IRU WKH \HD
LQFUHDVH LQ VDODULHV VDOHV FRPPLVVLRQV DQG LQFHQWLYHV DQG VWRFN EDVHG FRP
SDUWLHV WKDW UHIHU FXVWRPHUV WR XV D PLOOLRQ LQFUHDVH LQ WUDYHO DQG UH(
PLOOLRQ LQFUHDVH LQ RXWVLGH FRQVXOWLQJ IHHV 7KH LQFUHDVH LQ VDODULHV VD
SULPDULO\ GULYHQ E\ DQ LQFUHDVH LQ KHDGFRXQW DQG UHYHQXH JURZWK 2XU VDOHV D
DQG 7KH LQFUHDVH LQ FRPPLVVLRQV SD\DEOH WR WKLUG SDUWLHV ZDV SULPDULC
YHQGRUV LQFOXGLQQMB$ADVH LQ DGYHUWLVLQJ DQG WUDGH VKRZV ZDV SEURDU LTGK\HGLXQHF \
RXWVLGH FRQVXOWLQJ IHHV ZDV SULPDULO\ GXH WR DQ LQFUHDVH LQ GLJLWDO PDUNHWL

5HVHDUFK DQG GHYHORSPHQW

Year Ended December 31,

2016 2015 2014
(in thousands, except percentages)
5HVHDUFK DQG GHYHORSPHQW
3HUFHQWDJH RI WRWDO UHYHQXHYV
5HVHDUFK DQG GHYHORSPHQW H[SHQVHY LQFUHDVHG E\ PLOOLRQ RU IRU Wk

PLOOLRQ LQFUHDVH LQ VDODULHV EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLRQ GXH
SURYLGHG E\ WKLUG SDUW\ FRQWUDFWR UIW H¥ HEV H Q QRUFHDADHAH 2HU FIDSL WW 0D PG RRVW V |

PLOOLRQ 2XU UHVHDUFK DQG GHYHORSPHQW KHDGFRXQW LQFUHDVHG E\ EHWZHHQ
LQFUHDVHG E\ EHWZHHQ DQG 7KH DGGLWLRQDO KHDGFRXQW DQG QXPEHU RI W
HQKDQFH DQG GHYHORS RXU SODWIRUP
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5HVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFUHDVHG E\ PLOOLRQ RU IRU Wk

PLOOLRQ LQFUHDVH LQ VDODULHV EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLRQ GXH
SURYLGHG E\ WKLUG SDUW\ FRQWUDFWR U HVK HEV H Q QFUFHUD\DHAH Z2HU DS W IOD.PHOG RRVW V |

PLOOLRQ 2XU UHVHDUFK DQG GHYHORSPHQW KHDGFRXQW LQFUHDVHG E\ EHWZHHQ
LQFUHDVHG E\ EHWZHHQ DQG 7KH DGGLWLRQDO KHDGFRXQW DQG QXPEHU RI W
HQKDQFH DQG GHYHORS RXU SODWIRUP

*HQHUDO DQG DGPLQLVWUDWLYH

Year Ended December 31,
2016 2015 2014
(in thousands, except percentages)

*HQHUDO DQG DGPLQLVWUDWLYH
3HUFHQWDJH RI WRWDO UHYHQXHV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFUHDVHG E\ PLOOLRQ RU GXU
PLOOLRQ LQFUHDVH LQ VDODULHV EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLRQ GXH
DQG D PLOOLRQ LQFUHDVH LQ FRPSXWHU VRIWZDUH H[SHQVHV D PLOOLRQ LQI
PLOOLRQ LQFUHDVH LQ OHJDO DFFRXQWLQJ DQG DXGLWLQW HM \E\UBD OBI\G X BWLR QVRH 5
SXEOLHFURRQJ UHDGLQHVV IHHV DQG UHFUXLWPHQW FRVWV DQG D PLOOLRQ LQFUHDVH
WKH 8 6 'RO®BUWGLWLRQ RXU JHQHUDO DQG DGPLQLVWUDWLYH FRVWV LQ LQFUHDVHG
FRQVLGHUDWLRQ 7KHUH ZDV QR VLJQLILFDQW FKDQJH LQ FRQWLQJHQW FRQVLGHUDWLRC

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFUHDVHG E\ PLOOLRQ RU GXU
PLOOLRQ LQFUHDVH LQ VDODULHV EHQHILWY DQG VWRFN EDVHG FRPSHQVDWLRQ GXH
DQG DQG VWRFN RSWLRQ JUDQRHAUW P QG RWKHXWPB®RIHHYV D PLOOLRQ LQFUHDV}
OHJDO DFFRXQWLQJ DQG DXGLWLQJ IHHV DVHAH GU HB®® HVE LIFRRYD RXWHIFQLXW WIPG G W EFOR\FWRI
UHODWHG H[SHQVHVY UHODWHG WR WKH H[SDQVLRQ RI RXU JOREDO KHDGTXDUWHUV ,Q D¢
PLOOLRQ UHODWLQJ WR WKH FKDQJH LQ IDLU YDOXH Rl FRQWLQJHQW FRQVLGHUDWLR

,QWHUHVW H[SHQVH QHW

Year Ended December 31,
2016 2015 2014
(in thousands)

,QWHUHVW H[SHQVH QHW

,QWHUHVW H[SHQVH QHW LQFUHDVHG E\ PLOOLRQ RU GXULQJ WKH \HDU HQ(
LQFUHDVH LQ WK HZD ERURHRGLHREQVDIQ/G/ XDQFH FRVWYV DVVRFLDWHG ZLWK ERUBR@DQRD XSWGSU
IRU HDUO\ WHUPLQDWLRQRIGRXU FWPHOGIOWRQAL@AWHADVH LQ LQWHUHVW H[SHQVH SULPDULC(
IDFLOLW\ LVVXHG WR IXQG WKH 5XQERRN $FTXLVLWLROQHWOESXDXVWPLOOTRIQVIHQEQ HDNBIVIHQ
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,QWHUHVW H[SHQVH QHW LQFUHDVHG E\ PLOOLRQ RU GXULQJ WKH \HDU HQG
RQ D ObDUJHU ORQJ WHUP GHEW SULQFLSDO EDODQFH 'XULQJ WKH \HDU HQGHG 'HFHPEHU
FDVK DQG WKH UHPDLQGHU LQFUHDVHG WKH SULQFLSDO EDODQFH

&KDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUDQW OLDELOLW\

Year Ended December 31,
2016 2015 2014
(in thousands)

&KDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUDQW OLDELOLW\

:H YDOXH RXU FRPPRQ VWRFN ZDUUDQWYV XVLQJ D ELQRPLDO ODWWLFH PRGHO 7KH
FRPPRQ VWRFN 7KH IDLU YDOXH RI RXU FRPPRQ VWRFN LQFUHDVHG E\ DSSUR[LPDWHO\
UHVXOWLQJ LQ D PLOOLRQ RU LQFUHDVH LQ RXU FRPPRQ VWRFN ZDUUDQW OLDEL

7KH IDLU YDOXH RI RXU FRPPRQ VWRFN GLG QRW VLJIJQLILFDQWO\ FKDQJH EHWZHHQ 'l

%HQHILW IURP LQFRPH WD[HV

Year Ended December 31,

2016 2015 2014
(in thousands)
%HQHILW IURP LQFRPH WD[HV
2XUIHFWLYH WD[ UDWH ZDV LQ LQ CHFGV LY H WIHUYWDMKRHFGHMKH 8 6 THG
UDWH RI LQ SULPDULO\ EHFDXVH RI RXU IXOO YDOXDWLRQ DOORZDQFH RQ RXU IHGI

LQFRPH WD[ SXUSRVHV LQFOXGLQJ WKH FKDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUD
RWKHU WD[ RUMFIRUNG D YDOXDWLRQ DOORZDQFH DJDLQVW RXU GHIHUUHG WD[ DVVHWV W
FRQVLGHUDWLRQ RI RXU GHIHUUHG WD[ OLDELOLWLHV LV QRW PRUH OLNHO\ WKDQ QRW

WD[ OLDELOLWLHY DQG JLYHQ RXU FXPXODWLYH ORVVHV ZH EHOLHYH WKDW LW LV QRW |
$FFRUGLDH@HFRUGHG D YDOXDWLRQ DOORZDQFH RQ RXU QHW GHIHUUHG WD[ DVVHWV
&DOLIRUQLD GHIHUUHG WD[ DVVHWY DV WKHVH GHIHUUHG WD[ DVVHW YD [H\F HRIG RX R X Q V6 W
RSHUDWLRQV ZHUH QRW PDWHULDO LQ DQG

4XDUWHUO\ 5HVXOWV RI 2SHUDWLRQV

7KH IROORZLQJ WDEOHV VHW IRUWK VHOHFWHG NH\ PHWULFV DQG XQDXGLWHG TXDU'
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVY IRU HDFK RI WKHVH TXDUWHUO\ SHULRGV
VWDWHPHQWY DQG LQFOXGH LQ WKH RSLQLRQ RI PDQDJHPHQW DOO QRUPDO UHFXUULQ.
LQIRUPDWLRQ FRQWDLQHG LQ WKHVH VWDWHPHQWY 7KH KLVWRULFDO ILQDQFLDO UHVXO
FROMXQFWLRQ ZLWK RXU DQQXDO ILQDQFLDO VWDWHPHQWY DQG WKH UHODWHG QRWHV L
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7KH IROORZLQJ WDEOH VHWYV IRUWK VHOHFWHG PHWULFVY GDWD IRU HDFK RI WKH SHL

Three Months Ended
March 31, Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30,
2017 2016 2016 2016 2016 2015 2015 2015
'ROODU EDVHG QHW UHYHQXH UHWHQWLRQ UDWH
I1XPEHU RI FXVWRPHUV DV RI HQG RI SHULRG
I1XPEHU RI XVHUV DV RI HQG RI SHULRG

([FOXVLYH RI 5XQERRN $FTXLVLWLRQ

7KH IROORZLQJ WDEOH VHWV IRUWK VHOHFWHG *$$3 LQIRUPDWLRQ IRU HDFK RI WKH

Three Months Ended
March 31, Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30,
2017 2016 2016 2016 2016 2015 2015 2015
(in thousands, except per share data)

SHYHQXHV
*URVV 3URILW
*URVV 0DUJLQ
1HW /RVV

7KH IROORZLQJ WDEOH YR V3$IE30 MK FB\WHR® HREU HDFK RI WKH SHULRGV LQGLFDWHG

Three Months Ended
Mar 31, Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30,
2017 2016 2016 2016 2016 2015 2015 2015
(in thousands, except percentages)

1RQ *$$8HYHQXHV
1RQ *$$8URVV 3URILW
1RQ *$$8URVV 0DUJLQ
1RQ *$$BHW /RVV
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7KH IROORZLQJ WDEOH SUHVHQWY D UHFRQFLOLDWLRQ RI UHYHQXHV JURVV SURILW
QRQ *$4BHYHQXRIY *$FYIRVV RRRILWHIRVV PDUQRM DHFBHW ORVV

Three Months Ended
March 31, Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30,
2017 2016 2016 2016 2016 2015 2015 2015
(in thousands, except percentages)

1RQ *$$BHYHQXHV

SHYHQXHV

3XUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXHV
1RQ *$$BHYHQXHV

1RQ *$$BURVV 3URILW

*URVV SURILW

3XUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXHV
$PRUWL]DWLRQ RI GHYHORSHG WHFKQRORJ\

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH

1RQ *$3$8URVV 3URILW

*URVYV 0DUJLQ

1RQ *$$8URVV 0DUJLQ

1RQ *$$BHW /RVV

1HW /RVV

%HQHILW IURP LQFRPH WD[HV

3XUFKDVH DFFRXQWLQJ DGMXVWPHQW WR UHYHQXHV
$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH
$FFUHWLRQLIIGGREHEW GLVFRXQW
$FFUHWLRQLIIGRGRIDUUDQW GLVFRXQW

&KDQJH LQ IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDWLRQ
&KDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUDQW OLDELOLW\
$FTXLVLWLRQ UHODWHG FRVWYV

1RQ *$$BHW /RVV

1RQ *$$8HYHQXRIY *$FVRVV QR WFVRVYV PDUQR® DHIBHW ORVYV DUH QRW D PHDVXUH RI RXU ILQDQFLDO SHUIRU
FRQVLGHUHG DV DQ DOWHUQDWLYH WR UHYHQXHV JURVVLEURFIEWR U GDRWAH FRIWIK. G $IB BIIBR Q i RADBHRNAQQEHN*SHEB VRV
SURQRW *$PVRVV PDUQR® DOKBHW ORVV VHH 6HOHFWHG '©R\D/RRQGHBNE G QEDRD® PHDY X UHV

/ILTXLGLW\ DQG &DSLWDO 5HVRXUFHV

$W ODUFK RXU SULQFLSDO VRXUFHV RI OLTXLGLW\ ZHUH PLOOLRQ RI FDVt
SULPDULO\ FRQVLVW RI VKRUW WHUP LQ YAFRWSRIPW H UDR3HS FR B P6H UFL B D VXIS HERQG W DQG
EHOLHYH RXU H[LVWLQJ FDVK DQG FDVK HTXLYDOHQWY LQYHVWPHQWYV LQ PLOHQWA WIRE B+
ZRUNLQJ FDSLWDO QHHGV FDSLWDO H[SHQGLWXUHV DQG ILQDQFLQJ REOLJDWLRQV IRU D

2XU IXWXUH FDSLWDO UHTXLUHPHQWY ZLOO GHSHQG RQ PDQ\ IDFWRUV LQFOXGLQJ F
UHODWLRQVKLSY DQG LQWHUQDWLRQDO RSHUDWLRQV WKH WLPLQJ DQG
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HIWHQW RI VSHQGLQJ WR VXSSRUW IRRUWV\D UFEGDW & HG FIRGW RS R HQIW PHDIU N H WH DPFOR HBHWTIXQ B H
HTXLW\ RU GHEW ILQDQFLQJ 6DOHV RI DGGLWLRQDO HTXLW\ FRXOG UHVXOW LQ GLOXWLF
WHUPV RI WKRVH ILQDQFLQJ DUUDQJHPHQWY ZRXOG UHTXLUH XV WR LQFXU DGGLWLRQDO
UHVWULFWLRQV RQ RXU EXVLQHVV WKDW ERXD® LSFUSFOLLG R XQR RIBHUXOUADLQGFH | @VHL\E LG &/L W L
RULI DYDLODEOH WKDW ZH FRXOG EH DEOH WR REWDLQ ILQDQFLQJ RQ WHUPV IDYRUDEO}
ZRXOG EH UHTXLUHG WR FXUWDLO RXU RSHUDWLQJ DFWLYLWLHY DQG FDSLWDO H[SHQGL\

DGYHUVHBGWHBIG

+LVWRULFDO &DVK )ORZV
7KH IROORZLQJ WDEOH VHWV IRUWK D VXPPDU\ RI RXU FDVK IORZV IRU WKH SHULRGYV

Three Months Ended
March 31, Year Ended December 31,
2017 2016 2016 2015 2014
(in thousands)

1HW FDVK SURYLGHG E\ XVHG LQ RSHUDWLQJ DEWLYLWLHYV
1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHYV
1HW FDVK SURYLGHG E\ ILODQFLQJ DFWLYLWLHV

1HW &DVK 3URYLGHG E\ 8VHG ,Q 2SHUDWLQJ $FWLYLWLHYV

2XU QHW ORVV DQG FDVK IORZV IURP RSHUDWLQJ DFWLYLWLHV DUH VLIJQLILFDQWON\ 1
VXSSRUW DQWLFLSDWHG JURZWK ,Q UHFHQW SHULRGVY RXU QHW ORVV KDV JHQHUDOO\ E
WR RXU VXEVFULSWLRQ EDVHG UHYHQXH PRGHO LQ ZKLFK ELOOLQJV RFFXU LQ DQRDQFMHV
FKDUJHV LQFXUUHG E\ XV 1RQ FDVK FKDUJHV SULPDULO\ LQFOXGH GHS QHREL B IVQR/® DH\GNI
UHODWHG WR WKBULMFRIR®HRYW BQBFRXQWYV SDLG LQ NLQG LQWHUHVW DQG GHIHUUHG W

JRU WKH WKUHH PRQWKY HQGHG ODUFK FDVK XVHG LQ RSHUDWLRQV ZDVVHWPH
QHWRQ FBIYEHQVHV RI PLOOLRQ DQG QHW FDVK IORZ XVHG WKURXJK FKDQJHV LQ RSHL
RI QHW FDVK IORZV XVHG DV D UHVXOW RI FKDQJHV LQ RXU RSHUDWLQJ DVVHWY DQG OLCL
RI WKH JURZWK RI RXU FXVWRPHU DQG XVHU EDVH ZKLFK DUH ELOOHG LQ DGYDQFH RI RX
OLDELOLWLHV AMDHWSPWUWLDO®MCRALRQ GHFUHDVH LQ DFFRXQWYV SD\DEOH D PLOOLRQ C
SD\PHQWYV RI HPSOR\HH ERQXVHV GXULQJ WKH TXDUWHU DQG D PLOOLRQ LQFUHDYV
XVHU EDVH

JRU WKH WKUHH PRQWKY HQGHG O0DUFK FDVK XVHG LQ RSHUDWLRQV ZDVVHWPH
QHWRQ FBIYEKHQVHV RI PLOOLRQ DQG QHW FDVK IORZ XVHG WKURXJK FKDQJHV LQ RSHL
RI QHW FDVK IORZV XVHG DV D UHVXOW RI FKDQJHV LQ RXU RSHUDWLQJ DVVHWYV DQG OLEL
RI WKH JURZWK RI RXU FXVWRPHU DQG XVHU EDVH ZKLFK DUH ELOOHG LQ DGYDQFH RI RX
OLDELOLWLHV DMMHWSBWUWLDOPLGRILRQ GHFUHDVH LQ DFFUXHG H[SHQVHV SULPDULO\ DVVR
WKH TXDUWHU DQG D PLOOLRQ LQFUHDVH LQ DFFRXQWY UHFHLYDEOH GXH WR WKH JU

YRU WKH \HDU HQGHG 'HFHPEHU FDVK XVHG LQ RSHUDWLRQV ZDV PLOOLRQ
PLOOLRQ SBPH® WOLRWGE® HVWVEWUEHQH WI
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FDVK IORZV SURYLGHG WK WQRQ Kk FKEHQWNVVLRI QHW PLOOLRQ DQG FKDQJHV LQ RXU RSHUDV
7KH PLOOLRQ RI QHW FDVK IORZV SURYLGHG DV D UHVXOW RI FKDQJHV LQ RXU RSHUL
GHIHUUHG UHYHQXH DV D UHVXOW RI WKH JURZWK RI RXU FXVWRPHU DQG XVHU EDVH ZK
LQFUHDVH LQ DFFUXHG H[SHQVHV SULPDULO\ DVVRFLDWHG ZLWK LQFUHDVHYV LQ HPSOR\H
DQG D PLOOLRQ LQFUHDVH LQ DFFRXQWY SD\DEOH DVVRFLDWHG ZLWK WKH JURZWK RI
ZHUH SDUWHMNO B\ RI PLOOLRQ LQFUHDVH LQ DFFRXQWY UHFHLYDEOH GXH WR WKH JUR
GHIHUUHG VDOHV FRPPLVVLRQV GXH WR DQ LQFUHDVH LQ UHYHQXH D PLOOLRQ LQFUI
LQFUHDVHY LQ SUHSDLG VRIWZDUH VXEVFULSWLRQV DQG LQVXUDQFH UHFRJQL]JHG WR HJ¢
RWKHU ORQJ WHUP OLDELOLWLHY GXH SULPDULO\ WR DPRUWL]DWLRQ RI OHDVHKROG LPS
RXU FRUSRUDWH KHDGTXDUWHUV

YRU WKH \HDU HQGHG 'HFHPEHU FDVK SURYLGHG E\ RSHUDWLRQV ZDV PLOC
RIVHW E\ QHW FDVK IORZV SURYLGHG WKURXJK FKDQJHV LQ RXU RS QRIMWAENEE QVHW\R D Q C
7KH PLOOLRQ RI QHW FDVK IORZV SURYLGHG DV D UHVXOW RI FKDQJHV LQ RXU RSHUEL
GHIHUUHG UHYHQXH DV D UHVXOW RI WKH JURZWK RI RXU FXVWRPHU DQG XVHU EDVH ZK
LQFUHDVH LQ DFFUXHG H[SHQVHV SULPDULO\ DVVRFLDWHG ZLWK LQFUHDVHV LQ HPSOR\H
DQG SURIHVVLRQDO VHUYLFHV FRVWV D PLOOLRQ LQFUHDVH LQ RWKHU ORQJ WHUP O
LPSURYHPHQW DOORZDQFHV DQG IUHH UHQW SHULRGV DVVRFLDWHG ZLWK WKH H[SDQVLR
DFFRXQWY SD\DEOH DVVRFLDWHG ZLWK WKH JURZWK RI RXU EXVLQHVV 7KH FKOHWHY DQ

PLOOLRQ LQFUHDVH LQ DFFRXQWV UHFHLYDEOH GXH WR WKH JURZWK RI RXU FXVWRP}
FRPPLVVLRQV GXH WR DQ LQFUHDVH LQ UHYHQXHYV

'XULQJ WKH \HDU HQGHG 'HFHPEHU FDVK SURYLGHG E\ RSHUDWLRQV ZDV P
RIVHW E\ QHW FDVK IORZV SURYLGHG WKURXJK FKDQJHV LQ RXU RBRHQY B BVEHQDAHWHRIV D Qd
7KH PLOOLRQ RI QHW FDVK IORZV SURYLGHG DV D UHVXOW RI FKDQJHV LQ RXU RSHUEL
GHIHUUHG UHYHQXH DV D UHVXOW RI WKH JURZWK RI RXU FXVWRPHU DQG XVHU EDVH ZKL
LQFUHDVH LQ DFFUXHG H[SHQVHV SULPDULO\ DVVRFLDWHG ZLWK LQFUHDVHV LQ HPSOR\H

PLOOLRQ LQFUHDVH LQ GHIHUUHG UHQW GXH WR WKH OHDVHKROG LPSURYHPHQW DOO
FRUSRUDWH KHDGTXDUWHUV 7KH FKDQJHV LQ RXU RSHIWBWLB\ DV VHRM\O O QREQOLL@EW D WH. |
GXH WR WKH JURZWK RI RXU FXVWRPHU DQG XVHU EDVH D PLOOLRQ LQFUHDVH LQ GH
UHYHQXHV DQG D PLOOLRQ LQFUHDVH LQ SUHSDLG H[SHQVHY DQG RWKHU FXUUHQW D

1HW &DVK 8VHG ,Q$ FQWLHV\LWIL® Y

2XU SULPDU\ LQYHVWLQJ DFWLYLWLHYV KDYH FRQVLVWHG RI FDSLWDO H[SHQGLWXUH\
FRVWYVYV ,Q $XJIXVW ZH FRPSOHWHG RXU 5XQERRN $FTXLVLWLRQ ,QHRYGP PG XVHBHD
WKH SURFHHGVY WR LQYHVW LQ PDUNHWDEOH VHFXULWLHV
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JRU WKH WKUHH PRQWKY HQGHG ODUFK FDVK SURYLGHG E\ LQYHVWLQJ DFWLY
PDUNHWDEOH WVMAYWUEWLHVWIROOLRQ LQ SD\PHQWV RI FRVWY UHODWHG WR FDSLWDOL]HG \
SXUFKDVHV RI SURSHUW\ DQG HTXLSPHQW

JRU WKH WKUHH PRQWKY HQGHG ODUFK ZH XVHG PLOOLRQ LQ FDVK SULPDU
WR FDSLWDOL]HG VRIWZDUH GHYHORSPHQW DFWLYLWLHV 'XULQJ WKH WKUHH PRQWKYV H(
HTXLSPHQW

JRU WKH \HDU HQGHG 'HFHPEHU ZH XVHG PLOOLRQ LQ FDVK DV D UHVXOW
ZKLFK DUH SULPDULO\ FRRBVKVHO QRG FRUSRUDWH ERQGY WKH 5XQERRN $FTXLVLWLRQ Z
WR D ILQDO ZRUNLQJ FOSHWDE\ BOMK\DFPNRDWHRLQ WKH DPRXQW RI PLOOLRQ PLOC(
DQG PLOOLRQ RI SXUFKDVHV RI SURSHUW\ DQG HTXLSPHQW

JRU WKH \HDU HQGHG 'HFHPEHU ZH XVHG PLOOLRQ LQ FDVK SULPDULO\ DV
HTXLSPHQW RI ZKLFK PLOOLRQ UHODWHG WR WKH H[SDQVLRQ RI RXU JOREDO KHDGTX
FDSLWDOL]HG VRIWZDUH GHYHORSPHQW DFWLYLWLHV

JRU WKH \HDU HQGHG 'HFHPEHU ZH XVHG PLOOLRQ LQ FDVK DV D UHVXOW F
DQG PLOOLRQ RI SXUFKDVHV RI SURSHUW\ DQG HTXLSPHQW RI ZKLFK PLOOLRQ UH

1HW &DVK 3URYLGHG %\ )LQDQFLQJ $FWLYLWLHV

JRU WKH WKUHH PRQWKY HQGHG ODUFK FDVK XVHG LQ ILQDQFLQJ DFWLYLWLH)
SULQFLSDO SD\PHQWV RQ FDSLWDO OHDVH REOLJDWLRQV

YRU WKH WKUHH PRQWKY HQGHG ODUFK ILQDQFLQJ DFWLYLWLHV SURYLGHG

WHUP ORDQ QHW RI LVVXDQFH FRVWV RI PLOOLRQ LVVXHB/HQ EDSAKRPHQWWHVH S
LQLWLD O FXEDLFRIWV

)RU WKH \HDU HQGHG 'HFHPEHU ILQDQFLQJ DFWLYLWLHV SURYLGHG PLOO
FRPSOHWLRQ Rl RXWUHUQOWLEZRLEXEWHFXPIWHG LQ SURFHHGV RI PLOOLRQ QHW RI XQC
RIHULQJ H[SHQVHV LQFOXGLQJ PLOOLRQLIQY FRVYKV'S D DGIARLD &/MRH UMFBWL K H G PLOOL

RXU FUHGLW IDPRICCOMRQ LQ SURFHHGV IURP RXU LVVXDQFH RI FRPPRQ VWRFNDMQRE IRURPHO ¢
SURFHHGYV IURP H[HUFLVH RI VWRFN RSWLRQV 7KH QHW FDVIKWIBWREALW KB WWHIULRDIDAW OR @I

1RYHPEHU DQG WKH DVVRFLDWHG UHSD\PHQW Rl WHUP ORDQV DQG SUHSD\PHQW SHQEL
)RU WKH \HDU HQGHG 'HFHPEHU ILQDQFLQJ DFWLYLWLHV SURYLGHG PLOOL

IURP H[HUFLVHV Rl VWRFN RSWLRQV 7HMMW EURFHPGWVOLROHLDIWIPFAGDRISD\PHQWYV RQ
YRU WKH \HDU HQGHG 'HFHPEHU ILQODQFLQJ DFWLYLWLHV SURYLGHG PLOOL

VWRFN

%DFNORJ

:H HQWHU LQWR ERWK VLQJOH DQG PXOWL \HDU VXEVFULSWLRQ FRQWUDFWYV IRU RXI
WHUP DQG WKXV YDULHVY DPRQJ RXU VXEVFULSWLRQ FRQWUDFWV )RU
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PXOWL \HDU DJUHHPHQWY LW LV FRPPRQ WR LQYRLFH DQ LQLWLDO DPRXQW DW FRQWUDI
FRQWUDFW WHUP WKHUH FDQ EH DPRXQWV WKDW ZH KDYH QRW \HW EHHQ FRQWUDFWXDC
DUH QRW UHFRUGHG LQ UHYHQXHV GHIHUUHG UHYHQXH RU HOVHZKHUH LQ RXU FRQVROL
Rl '"HFHPEHU DQG ODUFK ZH KDG EDFNORJ Rl DSSUR[LPDWHO\ :H HPSOPOWRD P
FKDQJH IURP SHULRG WR SHULRG IRU VHYHUDO UHDVRQV LQFOXGLQJ WKH WLPLQJ DQG C
DJUHHPHQWVY DQG WKH WLPLQJ DQG GXUDWLRQ RI FXVWRPHU UHQHZDOV %HFDXVH UHYH
UHYHQXH XQGHU FRQWUDFWYV LQ H[LVWHQFH DW WKH EHJLQQLQJ Rl WKH SHULRG DV ZHO
EDFNORJ DW WKH EHJLQQLQJ RI DQ\ SHULRG LV QRW QHFHVVB WG QRWG XKML\ L YHH ERD AN /KL
PHWULF LQWHUQDOO\

&RQWUDFWXDO 2EOLJDWLRQV DQG &RPPLWPHQWYV
7KH IROORZLQJ WDEOH VXPPDUL]JHV RXU FRQWUDFWXDO REOLJDWLRQV DW ODUFK

Less Than More than
Total 1 Year 1-3 Years 3-5 Years 5 Years

2SHUDWLQJ OHDVH REOLJDWLRQV
&DSLWDO OHDVH REOLJDWLRQV
3XUFKDVH REOLJDWLRQV

2SHUDWLQJ OHDVHV LQFOXGH WRWDO | XVORWH FRLOIARPSEPE DINQ W JS O HIDH/GIWD/I M BBRIWQWY DV GHVFULEHG LQ 1RWH
DSSHDULQJ HOVHZKHUH LQ WKLV SURVSHFWXV

:H DUH UHTXLUHG WR SD\ XS WR D PD[LPXP RI PLOOLRQ RI FRQWLQJHQW FRQVLGHI
IURP WKH XVH RI QHW RSHUDWLQJ ORVVHYVY JHQHUDWHG IURP WKH VWRFN RBWHRXRW[HQFC
REOLJDWLRQ LQ WKH WDEOH DERYH EHFDXVH WKHUH LV D KLJK GHJUHH RI XQFHUWDLQW
OLDEY&EHWHWWOHPHQW RI WKLY OLDELOLW\ GHSHQGY RQ RXU DELOLW\ WR JHQHUDWH WI

$W 'HFHPEHU OLDELOLWLHV IRU XQUHFRJQL]JHG WD[ EHQHILWV RI PLOOLRQ
QDWXUH WKHUH LV D KLJK GHJUHH RI XQFHUWDLQW\ UHJDUGLQJ WKH WLPLQJ RI IXWXUH

21l %DOD®KHHW $UUDQJIJHPHQWYV

$V SDUW RI RXU RQJRLQJ EXVLQHVV ZH GR QRW KDYH DQ\ UHODWLRQVKLSV ZLWK RW
UHIHUUHG WR DV VWUXFWXUHG ILQDQFH RU VSHFLDO SXUSRVH HQWLWRIHEDW R\QRFHHK /'Y H E }
DUUDQJHPHQWY RU RWKHU FRQWUDFWXDBOMUY HQ WKBIR A IRW 1@ ICPRW HES RX HSRWERVNGI\WI L R D GFRJLE
FRXOG DULVH LI ZH KDG HQJDJHG LQ WKRVH W\SHV RI UHODWLRQVKLSYV

,Q WKH RUGLQDU\ FRXUVH RI EXVLQHVV ZH PD\ SURYLGH LQGHPQLILFDWLRQ RI YDU\I
DQGIRAHUY ZLWK UHVSHFW WR FHUWDLQ PDWWHUVY LQFOXGLQJ EXW QRW OLPLWHG WR (
SURYLGHG E\ XV RU IURP LQWHOOHFWXDO SURSHUW\ LQIULQJHPHQW FODLPV PDGH E\ WK
WKH XQGHUO\LQJ DJUHHPHQW DQG WKH PD[LPXP SRWHQWLDO DPRXQW RI IXWXUH SD\PHQ
SURYLVLRQV PD\ QRW EH VXEMHFW WR PD[LPXP
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ORVV FODXVHV 7KH PD[LPXP SRWHQWLDO DPRXQW RI IXWXUH SD\PHQWYVY ZH FRXOG EH UH
LQGHWHUP HQWEDH QHYHU SDLG D PDWHULDO FODLP QRU KDYH ZH EHHQ VXHG LQ FRQQHF
'"HFHPEHU ZH KDYH QRW DFFUXHG D OLDELOLW\ IRU WKHVH LQGHPQLILFDWLRQ DUU
REOLJDWLRIQ ERDQHFWLRQ ZLWK WKHVH LQGHPQLILFDWLRQ DUUDQJHPHQWYV LV QRW SUR

&ULWLFDO $FFRXQWLQJ 3ROLFLHY DQG (VWLPDWHYV

2XU ILQDQFLDO VWDWHPHQWY DQG WKH UHODWHG QRWHV LQFOXGHG HOVHZKHUH LQ
DFFRXQWLQJ SULQFILLROWWHRWD EHGEG 6WDWHY 7KH SUHSDUDWLRQ RI FRQVROLGDWHG ILQI
PDQDJHPHQW WR PDNH HVWLPDWHM BWONVKWYYXRSRUWEE WRRXWQIMV Rl DVVHWY DQG OLDEL(
DQG OLDELOLWLHYVY DW WKH GDWHV RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV DC(
SHULRGHYDOXDWH RXU HVWLPDWHY DQG DVVXPSWLRQV RQ DQ RQJRLQJ EDVLV 2XU HVWIL
DVVXPSWLRQV WKDW ZH EHOLHYH WR EH UHDVRQDEOH XQGHHUNVIKHR F LN P M VY QFHP\D W2HK\W

:H EHOLHYH WKDW WKH IROORZLQJ FULWLFDO DFFRXQWLQJ SROLFLHVY LQYROYH D JU
SROLBEARUGLWBKEBVH DUH WKH SROLFLHV ZH EHOLHYH DUH WKH PRVW FULWLFDO WR D IXGC
FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV 6HH 6LJQLILFDQW $FFRXQWLQJ 3ROLFLHV L
VWDWHPHQWY IRU DGGLWLRQDO LQIRUPDWLRQ

SHYHQXH 5HFRIJQLWLRQ DQG 'HIHUUHG 5HYHQXH

6XEVFULSWLRQ DQG VX&SKWWPUHHMHEOBHVXEVFULSWLRQ IHHV IRU DFFHVR QWR \RSEHW 6 R C
PRUH OLPLWHG FDVHV FXVWRPHUV PD\ SD\ IRU XS WR WKUHH \HDUV LQ DGYDQFH )HHV D
VXEVFULEHG IRU E\ WKH FXVWRPHU DQG WKH QXPEHU RI XVHUV KDYLQJ DFFHVV WR WKH

GD\V DIWHU WKH H[HFXWLRQ RI WKH DUUD QJH PHIQQN. WR.Q G QN KIHHLAHRIU &/ MK M SIRXE WHHQLFSANDLR
UHFRJQL]H UHYHQXH RQ D VWUDLJKW OLQH EDVLV RYHU WKH WHUP Rl WKH DJUHHPHQW §
QXPEHU RI WKHLU XVHUV RU VXEVFULEH IRU DGGLWLRQDO SURGXFWV $GGLWLRQDO XVHL
RI WKH LQLWLDO RU H[WHQGHG FRQWUDFW WHUP 6XEVFULSWLRQ DQG VXSSRUW UHYHQX!
RQ OHJDF\ %ODFN/LQH VROXWLRQV DQG VRIWZDUH OLFHQVH DQG PDLQWHQDQFH UHYHQX!

BURIHVVLRQDO :\FHRWU FAAFKWWRPHUYV DVVLVWDQFH LQ LPSOHPHQWLQJ RXU VROXWLRQV
LQFOXGH WUDLQLQJ bDQG FRQVXOWLQJ 7KHVH VHUYLFHVY DUH ELOOHG RQ HLWKHU D IL[HC(
DUUDQJHPHQWY DUH UHFRJQL]JHG DV VHUYLFHY DUH SHUIRUPHG DQG UHYHQXHV IURP IL[F
UHFRJQL]JHG RQ D SURSRUWLRQDO SHUIRUPDQFH EDVLY DV WKH VHUYLFHVY DUH SHUIRUPH

H UHFRJQL]H UHYHQXHV ZKHQ L SHUVXDVLYH HYLGHQFH RI DQ DUUDQJHPHQW IRU
VHUYLFHV H[LVWV LL WKH VROXWLRQV KDYH EHHQ PDGH DYDLODEOH RU GHOLYHUHG R
GHWHUPLQDEOH DQG LY FROOHFWDELOLW\ LV UHDVRQDEO\ DVVXUHG 7KH WLPLQJ DQG
FLUFXPVWDQFHV RI ¥ DFRMUBRQVWRIRPGW (YLGHQFH RI DQ DUUDQJHPHQW
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FRQVLVWY RI D VLIQHG FXWHWRRPGHWL CHUWUHWRBEBQYWGHOLYHU\ RI D VROXWLRQ KDV FRPPRIQE®GG
LQIRUPDWLRQ WR DFFHVV DQG XVH WKH VROXWLRQ )HHV DUH IL[HG EDV HGDR § AW DRRHD® k
EDVHG RQ D QXPEHU RI IDFWRUV LQFOXGLQJ WHWHYALUWHZGR W& R H MK LIQGHIVY FR D @ KK IRXNA/DRPLH
FROOHFWDELOLW\ LV QRW FRQVLGHUHG UHDVRQDEO\ DVVXUHG UHYHQXH LV GHIHUUHG X

7KH PDMRULW\ Rl FXVWRPHU DUUDQJHPHQWY LQFOXGH PXOWLSOH GHOLYHUDEOHYV V:

H UHFRJQL]H UHYHQXH LQ DFFRUGDQFH ZLWK WKH JXLGDQFH IRU DUUDQJHPHQWYV ZLWK
5HYHQXH 5HFRIJQIMFLRQ 70XOWLSOH 'HOLYHUDEOH 5HYHQXH $UUDQJHPHQWYN PRE&HRS(

$68 YRU VXEVFULSWLRQ DJUHHPHQWY DV FXVWRPHUV GR QRW KDYH WKH ULJKW WR
UHYHQXH DUUDQJHPHQWY DUH RXWVLGH WKH VFRSH Rl VRIWZDUHRBHN HQX6RUMERNE@LWLR
DJUHHPHQWY GR QRW FRQWDLQ DQ\ UHIXQG S U FRORY [SHUV RRERIDBEFHWDKEBQ LQ WKH HYHQW RI

JRU PXOWLSOH GHOLYHUDEOH UHYHQXH DUUDQJHPHQWY ZH ILUVW DVVHVV ZKHWKHU
:H KDYH GHWHUPLQHG WKDW WKH 6DD6 VROXWLRQV KDYH VWDQGDORQM KB R XBAHFDXW |
IXQFWLRQDO DQG GR QRW UHTXLUH DQ\ DGGLWLRQDO GHYHORSPHQW PRGLILFDWLRQ RU
WKLUG SDUW\ SDUWQHUY DQG FXVWRPHUV WKHPVHOYHYV FDQ SHUIRUP WKHVH VHUYLFHV .
VHUYLFHVY JHQHUDOO\ GRHVY QRW UHTXLUH KLJKO\ VSHFLDOL]HG RU WHFKQRORJLFDOO\ VI
IXQFWLRQDOLW\ RI WKH VROXWLRQV

:H DOORFDWH UHYHQXH DOFRRI ¥ RAQHE M)E BRMIDMED HY LQ DQ DUUDQJHPHQW XQGHU WKH
VHOOLQJ SULFH KLHUDUFK\ HVWIKE® LKIKHHGD UG K6 BHTXLUHY WKH VHOOLQJ SULFH RI HDFK !
DUUDQJHPHQW WR EH EDVHG RQ LQ GHVFHQGLQJ RUGHU L YHQGRU VSHFLILF REMHFWL
YDOXH3RWU LLL PDQEHVAMHOWWLPDWH RI WKH VHOOLQJ SULFH RU %(63

:H DUH QRW DEOH WR GHWHUPLQH 962( RU 73( IRU RXU GHOLYHUDEOHY EHFDXVH Wk
VHSDUDWHO\ ZLWKLQ D FRQVLVWHRM) B UHFHQW DY 68 &HW PR Q B G ON K DHW MAINUBHDW IR @IRE Y
WR RXU VREKWHRQUWH WKH VHOOLQJ SULFHV RI VXEVFULSWLRQV WR WKH 6DD6 VRAXWLRC
GHWHUPLQDWLRQ RI %(63 UHTXLUHV XV WR PDNH W FRIQYEGBW GIXRHWPRXWHN BW B UWVX & HAFHO
GHOLYHUDEOHV WKHPVFAXWWMRPBHRIUBISKQG QXPEHU Rl XVHUV DQG GLVFRXQWLQJ SUDFW
FRQVXOWDWLRQ ZLWK VHQXRBG DD RXHPHQWLPDWHY Rl %(63 RQ DQ RQJRLQJ EDVLV DV HY
PDUNHWLQJ VWUDWHJILHY HYROYH ZH PD\ PRGLI\ LWV SULFLQJ SUDFWLFHV LQ WKH IXWX!

,Q DGGLWLRQ WR RXU GLUHRRUWWO H'\H KQ@QG HP VY WNUHDWMIHIL. HIUHODWLRQVKLSYV ZLWK EXV1
UHVHO®BHUN¥32Y DQG UHVHOOHUYV SODFH RUGHUV ZLWK XV DIWHKHPBEAVYRQG D& VRHIOEHHU M
WHUPV RI VDOH VLPLODU WR WKRVH UHFHLYHG E\ RXU GLUHFW FXVWRPHUV DQG SD\PHQ\
FXVWRRFHKH %32V DQG UHVHOOHUYV QHIJRWLDWH SULFLQJ ZLWK WKH HQG FXVWRPHQ® (RULF
VXSSRUW OHYHOV GLUHFWO\H IUWMKRVOH]HQGH ¥ QWRMRYMHU WKH WHUP RI WKH DUUDQJHPHC
%32 RU UHRQEEHWFFHVYVY WR RXU VROXWLRQ KDV EHHQ SURYLGHG WR WKH HQG FXVWRPHL
DERYH KDYH EHHQ PHW
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'HIHUUHG 6DOHV &RPPLVVLRQV

'"HIHUUHG VDOHV FRPPLVVLRQV DUH WKH LQFUHPHQWDRQ FRNW W BVBNORVHIDSIML 8 Q UFHRFQWOU
FXVWRPHUV DQG FRQVLVW RI VDOHV FRPPLVVLRQV SDLG WR RXU GLUHFW VDOHV IRUFH D
RYHUQRKHFDQFWONPOHRI WKH UHODWHG FXVWRPHU FRQWUDFWW KAZKERR DLW WVRGQ LFMD\@E QR
IXOO WKH PRQWK DIWNHB WHHHXRWRREGBHY 7KH GHIHUUHG FRPPLVVLRQ DPRXQWY DUH UF
XQGHWWRRHDQFAXDODWRAHU FROWHMOEMYWH WKLV LV WKH SUHIHUDEOH PHWKRG RI DFFRXQW|
FORVHO\ UHODWHG WR WRKR BEHQYARARBWRERRUWKRQWUDFWY WKDW WKH\ VKRXOG EH UHFRUG
WKH VDPH SHULRG WKDW WKH VXEVFULSWLRQ UHYHQXH LV UHFRJQL]JHG $PRUWL]DWLRQ I
FROQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV

6WRFN EDVHG &RPSHQVDWLRQ

:H DFFRXQW IRU VWRFN EDVHG FRPSHQVDWLRQ DZDUGY JUDQWHG WR HPSOR\HHV DQ
YDOXH HVWLPDWH WKH IDLU YDOXH RI RXU VWRFN RSWLRQV XVLQJ WKH %ODFN 6FKROHYV
FRQWLQXHG VHUYLFH VHUYLFH RQO\ YHVWLQJ FRQGLWLRQV WKH UHVXOWLQJ IDLU YD
WKH SHULRG GXULQJ ZKLFK DQ HPSOR\HH LV UHTXLUHG WR SURYLGH VHUYLFH LQ H[FKDQ
\HDUW UHFRJQL]H WKH IDLU YDOXH RI VWRFN RSWLRQV ZKLFK FRQWDLQ SHUIRUPDQFH FF
EHLQJ PHW QHW RI HVWLPDWHG IRUIHLWXUHYV XVLQJ WKH JUDGHG YHVWLQJ PHWKRG (V'
UHYLVH RXU HVWLPDWQVV XE\QHPH/YW WBHU LR GV IHIUDIFMR R DLOR LRULIBIQ VHX/WH\P B\WIH V

'"HWHUPLQLQJ WKH JUDQW GDWH IDLU YDOXH RI RSWLRQV XVLQJ WKH %ODFN 6FKROH"
DQG MXGJPHQWY 7KHVH HVWLPDWHYV LQY R OHBIHIQXK BDWN @ S MQRUWODL® \EHHY XYEA | \GLRF
FRXOG KDYH EHHQIPDMMW LDAO\WKH DPRXQWY UHFRUGHG

7KH DVVXPSWLRQV DQG HVWLPDWHY DUH DV IROORZV

9DOXH SHU VKDUH RI RXU FRRPRRQ WWRFNU IHQLWID@ X BRIEHR | EHFDXVH WKHUH
FRPPRQ VWRFN RXU PDQDJHPHQW ZLWK WKH DVVLVWDQFH RI D WKLUG SDUW\ YDO
DW WKH WLPH RI WKH JUDQW RI VWRFN RSWLRQV E\ FRQVLGHULQJ D QXPEHU RI REW
ILOQODQFLDO SHUIRUPDQFH PDUNHW FRQGLWLRQVY DQG SHUIRUPDQFH RI FRPSDUDEO
RXU FRPSWKRM OLNHOLKRRG RI DFKLHYLQJ D OLTXLGLW\ HYHQW DQG WUDQVDFWLRQ"
YDOXH RI WKH XQGHUO\LQJ FRPPRQ VWRFN ZDV GHWHUPLQHG E\ RXU ERBDUIGQR| GKH
YDOXH RI RXU FRPPRQ VWRFN ZDV GHWHUPLQHG LQ DFFRUGDQFH ZLWK DSSOLFDEO
RI §HUWLILHG 3XEOWFOXFPRXRAWWBODBMWYLYDWHO\ +HOG &RPSDQ\ (TXLW\ BRIE XOZDNIGW J,U
VXEVHTXHQW WR RXWIHUQQWLWRHS XEIOLFROXH RI RXU FRPPRQ VWRFN LV EDVHG RQ W
UHSRUWHG RQ WKH 1%$6'$4 *OREDO 6HOHFW ODUNHW RQ WKH GDWH RI JUDQW

([SHFWHG YRODIWGEBMWMHWUPLQH WKH H[SHFWHG YRODWLOLW\ EDVHG RQ KLVWRULFDO
FRUUHVSRQGLQJ WR WKH H[SHFWHG WHUP RI WKH DZDUGV

([SHFWHG WHUBHWHUPLQH WKH H[SHFWHG WHUP RI DZDUGY ZKLFK FRQWDLQ VHUYL
DSSURDFK LQ ZKLFK WKH H[SHFWHG WHUP RI DQ DZDUG LV
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SUHVXPHG WWR G5 IKWWZ HHQ WKH YHVWLQJ GDWH DQG WKH H[SLUDWLRQ GDWH RI W
SHUIRUPDQFH FRQGLWLRQV ZH HVWLPDWH WKH H[SHFWHG WHUP EDVHG RQ HVWLPI
DFFRXQW WKH OLIH RI WKH DZDUG

5LVN IUHH LQWHWKH WLVBWHHH LQWHUHVW UDWH LV HEDWXG RICH O/GHPEAQ YoR H QOEVWD KVHH
RSWLRQV ZHUH JUDQWHG FRUUHVSRQGLQJ WR WKH H[SHFWHG WHUP RI WKH DZDUG

(VWLPDWHG GLYLGHKAGHMWIORSOWHG GLYLGHQG \LHOG LV ]JHUR DV ZH GR QRW FXUUH
IXWXUH

,Q 2FWREHU ZH JUDQWHG RSWLRQV WR SXUFKDVH VKDBHYVRW KRR AP RQVWANRE R QWRH
SHUIRUPDQFH FRQGLWLRQV DQG FRQWLQXHG VHUYLFH 7KH SHUIRUPDQFH FRQGLWLRQV L
UHFXUULQJ UHYHQXH WDUJHWV WKURXJK .| HDFK \HDUO\ FDVK IORZ WDUJHW LV PHW

LV QRW PHW WKIH AH{H¥XDAWLHY MVRLOO DEOH WR YHVW LQ WKH DZDUG LI DQ DGGLWLRQDC
UHYHQXH WDUJHW WKURXJK DUH DFKLHYHG 7KH FDVK IORZ SHUIRUPDQFH WDUJHWV II
SURFHVV DQG EHFDXVH HDFK \HDUO\ WDUJHW KDV QRW \HW EHHQ VHW QR JUDQW GDWH I
GHWHUPLQHG WKDW WKH DFKLHYHPHQW RI WKH SHUIRUP Q& PHMWR BN JHWAH G VF & R B/H QR B\DLER(
UHFRUGHG IRU WIRHWKH BEDWBYW7WKDW WKH DZDUGV EHFRPH SUREDEOH RI YHVWLQJ SULR
EH UHFRJQL]HG ZLOO EH EDVHG RQ WKH WKHQ IDLU YDOXH RI WKH RSWLRQV 7KH IDLU YC
EHHQ HVWDEOLVKH®WRFNREBVEGOFRPSHQVIWRLRIY FIRFR QLI]IP@\ZLOO GHSHQG RQ WKH YDC
SHUIRUPDQFH FRQGLWLRQV KDYH EHHQ VHW DQG ZKHWKHU WKH SHUIRUPDQFH FRQGLWLR

&DSLWDOL]JHG 6RIWZDUH &RVWYV

:H DFFRXQW IRU WKH FRVWV Rl FRPSXWHU VRIWZDUH REWDLQHG RU GHMWHD®BLHG® HR/U
DQG 2WKi6& H:FDSLWDOL]H FHUWDLQ FRVWV LQ WKH GHYHORSPHQW RI RXU 6DD6 VXEV
FRPSOHWHG LL PDQDJHPHQW KDV DXWKRUL]JHG IXUWKHU IXQGLQJ IRU WKH FRPSOHWLR(
DQG SHUIRUPHG D¥WH\QWHDMSHGDOL]HG FRVWV LQFOXGH SHUVRQQHO DQG UHODWHG H[SHQ
ZKR DUH GLUHFWO\ DVVRFLDWHG ZIQMKH D QWRY W R BEHY B WRIMMERMH WR G ZKHQ PDWHULDO L¢
GHYHORSPHQW &DSLWDOL]JDWLRQ Rl WKHVH FRVWY FHDVHY RQFH WKH SURMHFW LV VXEV
&RVWV LQFXUUHG IRU VLJQLILFDQW XSJUDGHV DQG HQKDQFHPHQWY WR RXU 6DD6 VRIWZL
FRQILJIXUDWLRQ WUDLQLQJ PDLQWHQDQFH DQG PLQRU PRGLILFDWLRQV RU HQKDQFHPHQ'
DUH DPRUWL]HG XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU DQ HVWLPDWHG XVHIXO OLIH

%XVLQHVYV &RPELQDWLRQV

7KH UHVXOWY RI EXVLQHVVHY DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ DUH LQFOXG
DFTXLVLWLRQ 3XUFKDVH DFFRXQWLQJ UHVXOWY LQ DVVHWY DQG OLDELOLWLHV RI DQ DF
DFTXLVLWLRQ GDWH $Q\ H[FHVV FRQVLGHUDWLRQ RYHU WKH IDLU YDOXH RI DVVHWYV DFT
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:H SHUIRUP YDOXDWLRQV RI DVVHWY DFTXLUHG DQG OLDELOLWLHY DVVXPHG DQG DC
'"HWHUPLQLQJ WKH IDLU YDOXH RI DVVHWYV DFTXLUHG DQG OLDELOLWLHY DVVXPHG UHTXL
WKH VHOHFWLRQ RI YDOXDWLRQ PHWKRGRORJLHV HVWLPDWHV RI IXWXUH UHYHQXH FRV
FRPSDQLHWQJDJH WKH DVVLVWDQFH RI YDOXDWLRQ VSHFLDOLVWYV LQ FRQFOXGLQJ RQ ID
RI DVVHWYVY DFTXLUHG DQG OLDELOLWLHY DVVXPHG LQ D EXVLQHVYV FRPELQDWLRQ

7KH IDLU YDOXH RI WKH GHIHUUHG UHYHQXH DW WKH GDWH RI DFTXLVLWLRQ LV GHW
WKH OHJDO SHUIRUPDQFH REOLJDWLRQV DVVRFLDWHG ZLWK WKR @&HKH H WM IEQWH WHKOX\H WEKE
GHIHUUHG UHYHQXH DW WKH DFTWXMWHKMWQ FQ WGID\WRJILYDOKWY WKBD QHWHQXH LQ SHULRGYV VXI
XQWLO VXFK WLPH WKDW WKH XQGHUO\LQJ UHYHQXH LV UHFRJQL]HG

&RQWLQJHQW FRQVLGHUDWLRQ SD\DEOH LQ FDVK DULVLQJ IURP EXVLQHVV FRPELQD\
SHULRG &KDQJHV LQ IDLU YDOXH DUH UHFRUGHG LQ JHQHUDO DQG DGPLQLVWUDWLYH HJ
IDLU YDOXH Rl WKH FRQWLQJHQW FRQVLGHUDWLRQ HDFK SHULRG UHTXLUHV RXU PDQDJH
LQKHUHQW XQFHUWBUB@WHMWD®BSIWLRQY KDG EHHQ XVHG WKH IDLU YDOXH RI FR QWLLHI®
IURP WKH DPRXQWHW DHFARWKETHG. UHG WR SD\ XS WR D PD[LPXP RI  PLOOLRQ RI BRDX\LLVQIML
UHDOL]JH D WD[ EHQHILW IURP WKH XVH Rl QHW RSHUDWLQJ ORVVHV JHQHUDWHG IURP WK
GHWHUPLQH WKH IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDWLRQ E\ GLVFRXQWLQJ HVWLPL
PHDVXUHPHQW RI FRQWLQJHQW FRQVLGHUDWLRQ DUH WKH WLPLQJ DQG DPRXQW RI WDI[D
GLVFRXQW UDWH ZKLFK FRQVLGHUV WKH ULVN DVVRFLDWHG ZLWK WKH IRUHFDVWHG WD
DQG WKH SHULRGV LQ ZKLFK WKH\ DUH JHQHUDWHG ZRXOG VLJQLILFDQWO\ LPSDFW WKH |

,QFRPB[HYV

:H XVH WKH OLDELOLW\ PHWKRG RI DFFRXQWLQJ IRU LQFRPH WD[HV 8QGHU WKH OLL
WHPSRUDMHWHRWHHY EHWZHHQ WKH ILOQDQFLDO VWDWHPHQW DQG WD[ EDVHV RI DHAW VB X WDLAD
\HDUV LQ ZKLFK WHKWHWHBRBPWNVDGHI H[SHFWHG WR UHYHUVH $ YDOXDWLRQ DOORZDQFH LV UH
GHIHUUHG WD[ DVVHWYVY ZLOO QRW EH UHDOL]HG

:H KDYH DVVHVVHG RXU LQFRPH WD[ SRVLWLRQV DQG UHFRUGHG WD[ EHQHILWYV IRU
WKH IDFWV FLUFXPVWDQFHV DQG LRHRURDYWRE ORDH \DEOSRYVMWWVHRBRRY ZKHUH ZH KDYH Gt
OLNHOLKRRG WKDW D WD[ EHQHILW ZLOO EH VXVWDLQHG ZH KDYH UHFRUGHG WKH OD/!
XOWLPDWH VHWWOHPHQW ZLWK D WD[LQJ DXWKRULW\ WKDW KDV IXOO NQRZOHGJH RI DO
GHWHUPLQHG WKHUH LV D OHVV WKDQ OLNHOLKRRG WKDW D WD[ EHQHILW ZLOO EH VX

J)DLWDOXH RI &RPPRQDINWRRNVV

,Q 6HSWHPEHU LQ FRQQHFWLRQ ZLWK D PLOOLRQ WHUP ORDQ DJUHHPHQW ZH
VWRFN DW DQ H[HUFLVH SULFH SHU VKDUH RI 7KH zbuubQwWY DUH H[HUFLVDEOH DW
WKH LVVXDQFH GDWH RU WKH VDOH RI RXU FRPSDQ\
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7KHVH ZDUUDQWY DUH FODVVLILHG DV D OLDELOLW\ DQG DUH PHDVXUHG DW IDLU YD
FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV 7KH ZDUUDQWYV ZLOO FRQWLQXH WR EH PF
WHUPLQDWLRQ

'"HWHUPLQLQJ WKH IDLU YDOXH Rl WKH FRPPRQ VWRFN ZDUUDQWY HDFK SHULRG UHT?
7KHVH HVWLPDWHY LQYROYH L QK HHBIQ@MWX DV WXIRMEDA IRV X DR EHH @ XNVHG IDLU YDOXH RI
EHHQ PDWHBIUMN®DW BURP WKH DPRXQWY UHFRUGHG 7KH IDLU YDOXH LV GHAMHUWPLIHGLRDC
XVHG LQ WKH IDLU YDOXH PHDVXUHPHQW RI WKH FRPPRQ VWRFN ZDUUDQWY DUH WKH HV\
H[SHFWHG VW R PANKHRSWREIDEIVO\L W\ Rl1 D FKDQJH LQ FRQWURO DQG IXWXUH VWRFN LVVXDQ
LQFUHDVHVY RU GHFUHDVHV LQ WKH HVWLPDWHG IDLU YDOXH RI RXU FRPPRQ VWRFK H RXIO
YDOXH RI RXU FRPPRQ VWRFN LV EDVHG RQ D QXPEHU RI TXDQWLWDWLYH DQG TXDOLWDW

5HFHQW $FFRXQWLQJ 3URQRXQFHPHQWYV

6HH 1RWH 6LJQLILFDQW $FFRXQWLQJ 3ROLFLHV 5HFHQWO\ ,VVXHG $FFRXQWLQJ 6W
DQG 1RWH %DVLV RI 3UHVHQWDWLRQ 6LJQLILFDQW $FFRXQWLQJ 3ROLFLHYV DQG 5HFHQ
&RQGHQVHG &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQFOXGHG HOVHZKHUH LQ WKLV €
LQFOXGLQJ WKH H[SHFWHG GDWHYV IRIF /¢RBY RKQ DIQYD @FWOLE® FRAGLWLRQ UHVXOWYV RI R¢

AXDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHY DERXW ODUNHW 5LVN

:H KDYH RSHUDWLRQV ERWK ZLWKLQ WKH ®QIGNHE BWD WIHS\R DIOG W@ WPHDUWQIHIWIL B QWDNOVO L
EXVLQHVV 7KHVH ULVNV SULPDULO\ LQFOXGH LQWHUHVW UDWH IRUHLJQ H[FKDQJH DQG
HFRQRPLF FRQGLWLRQV LQ WKH FRXQW UR HWVHBKH BIHWAH ¥ R QG XRNW E2XH PRIQVWRU WKH ILQD(
FUHGLW H[SRVXUH E\ FROOHFWLQJ LQ DGYDQFH DQG VHWWLQJ FUHGLW OLPLWV DV ZH GH
WR LQYHVW LQ ILQDQFLDO LQVWUXPHQWY WKDW DUH KLJKO\ OLTXLG DQG UHDGLO\ FRQY*}
SXUFKDR/IEDWH ZH KDYH QRW XVHG GHULYDWLYH LQVWUXPHQWY WR HLKDLYIID \B B WRK &8 R\P ST
LQWHQG WR XVH GHULYDWLYHV IRU WUDGLQJ RU VSHFXODWLYH SXUSRVHV

,QWHUHVW 5DWH 5LVN
:HDUH H[SRVHG WR PDUNHW ULVN UHODWHG WR FKDQJHV LQ LOQWHUHVW UDWHYV

:H KDG FDVK DQG FDVK HTXLYDOHQWY DQG PDUNHWDEOH VHFXULWLHV RI PLOOL
VHFEXULWLHYV FRQVLVW RI KLJKO\ OLTXLG LRRUHYRWPHOMW DBRQGW BRE PWURDY® WBDEBRHQEGY DC
FDUU\LQJ DPRXQW RI RXU FDVK HTXLYDOHQWY DQG PDUNHWDEOH VHFXULWLHY UHDVRQDE
LOQVWUXPHQWY 7KH SULPDU\ REMHFWLYHV RI RXU LQYHVWPHQW DFWLYLWLHY DUH WKH S
FRQWURO RI FDVK DQI GRYHRW PHIQOWMAVY LQWR LQYHVWPHQWY IRU WUDGLQJ RU VSHFXODWI
GXH WR IOXFWXDWLRQV LQ LQAQWHWHW UDWHVHXKMNEQPORHODQG WKH IDLU PDUNHW YDOXEF
RI' RXU LQYHVWPHQW SRHVEIR QIRRV ERRDHYNH DQ LPPHGLDWH LQFUHDVH RU GHFUHBNWN R
WKH IDLU PDUNHW YDOXHWKHRXUIBRHVERQRRY H[SHFW RXU RSHUDWLQJ IHHWXHIBNE\ FDU VEXEEWK
LQ PDUNHW LQWHUHVW UDWHYV
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*H GR QRW EHOLHYH RXU FDVK HTXLYDOHQWY DQG PDUNHWDEOH VKE®HLIH HW &KIDHYH
HTXLYDOHQWY DQG PDUNHWDEOH VHFXULWLHY GR QRW FRQWDLQ H[FHVVLYH ULVN ZH FD
QRW EH VXEMHFW WR DGYHUVH FKDQJHV LQ PDUNHW YDOXH ,Q DGGLWLRQ ZH PDLQWDLC
ILOQODQFLDO LQVWLWXWLRQV WKDW DUH L FH]RKWRW RE H HDG/HNVXDEGIG\ W R B WUHHG Z010PQ \@ R W: H[SH

JRUHLJQ &XUUHQF\ 5LVN

H KDYH IRUHLJQ FXUUHQF\ ULVNV UHODWHG WR RXU UHYHQXH DQG RSHUDWLQJ 2{Sl
KLVWRULFDO UHYHQXHV KDYH SULPDULO\ EHHQ GHQRPLQDWHG LQ 8 6 'ROODUV DQG D V
LQ 86 'ROODUVZHRI[IISHFW DQ LQFUHDVLQJ SRUWLRQ RI RXU IXWXUH UHYHQXHV WR EH GI
SULPDULO\ WKH (XUR DQG IHBMWNVRVR GRRPBGIZBEWHII DGYHUVH FKDQJH LQ IRUHLJQ H[FKD
UHFHLYDEOH DW ODUFK ZRXOG QRW EH PDWHULDO WR RXU ILQDQFLDO FRQGLWLRQ
GHQRPLQDWHG LQ WKH FXUUHQFLHV Rl WKH FRXQWULHV LQ ZKLFK RXU RSHUDWLRQV DUH
8QLWHG .LQJGRP RWKHU (XURSHDQ 8QLRQ FRXQWULHV &DQDGD $XVWUDOLD 6LQJDSRUI
IRUHLJQ GHQRPLQDWHG UHYHQXH IURP PRYHPHQWYV L@ HRUH\LWX Hi [FRDQH ¥ SIRIME H @ JD G H FSD
IRUHLJQ GHQRPLQDWHG RSHUDWLQJ H[SHQVHYV

$V RXU LQWHUQDWLRQRX R SHYBNW IIRQARBUBRWHG ZLWK IOXFWXDWLRQDRE HUDIHRF \FRL
UHDVVHVV RXU DSSURDFK WR PDQDJLQJ WKLV ULVN ,Q DGGLWLRQ FXUUHQF\ IOXFWXDWL
LQWHUQDWLRQROGHDWBQYHRKDYH QRW HQWHUHG LQWR DQ\ IRUHLJQ FXUUHQF\ KHGJLQJ FI
PDWHULDO LPSDFW RQ RXU RSHUDWLQJ UHVXOWV DQG FDVK IORZV %DVHG RQ RXU FXUU}
DFWLYLWLHV LQ WKH QHDU IXWXUH

,QIODWLRQ 5LVN

*H GR QRW EHOLHYH WKDW LQI0B RV R KD KEDXG/ DQMIYW H LLQDIDQALDO FRQGLWLRQ RU
FRVWV ZHUH WR EHFRPH VXEMHFW WR VLJQLILFDQW LQIODWLR Q/XEFK SKULHKWXIUFHRNV VEW WB\U &
LQDELOLW\ RU IDLOXUH WR GR VR FRXOG KDUP RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ D
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BUSINESS

Overview

H KDYH FUHDWHG D FRPSUHKHQVLYH FORXG EDVHG VRIWZDUH SODWIRUP GHVLJQHG
IRU RUJDQL]DWLRQV RI DOO W\SHV DQG VL]HV 2XU VHFXUH VFDODEOH SODWIRUP VXSSR!
UHFRQFLOLDWLRQ LQWHUFRPSDQ\ DFFRXQWLQJ DQG FRQWUROV DVVXUDQFH %\ LQWURC
IXQFWLRQ FR@MLRKXKRXIOY RXU FXVWRPHUV WR LPSURYH WKH LQWHILFLWQRLHVKBQG HQLN
YLVLELOLW\ LQWR WKHLU RSHUDWLRQYV

&ULWLFDO DFFRXQWLQJ DQG ILQDQFH SURFHVVHW XQG B Q PILBIOWKHHS RQN ¥ VWL IKM\ GRB FIRQXR
ILQDQFH WRROV FDL@ UHQMW W & FXPEHUVRPH SURFHVVHY DQG LQ VRPH FDVHV I\DFBR XG\G
PDWHULDO ZHDNQHVVHYV DQG VUDGILIWERQWOGHOQWFHHOBLMM WNVIRWHPM 6 Q& DAROA @ H QRHUB \0EB0K
VROXWLRQV IRU SURFHVVHV KDQGOW G HRXMMLGEXHRE JBW K DDDXRHAB WKRIGW DFFRXQW UHFRQ
WUDQVDFWLRQ DFFRXQWLQJ DQG WKH EURDGHU ILQDQFLDO FORVH SURFHVV 0DQ\ RUJDQ
SODW IR UIPFWHRQMIO\ LQWHJUDWH WKHP $V D UHVXOW WR PDQDJH WKHVH WDVNV RUJDQL]
LQWHQVLYH SURFHVVHV WKDW DUH XQVXLWHG IRU WKH LQFUHDVLQJ UHJXODWRU\ FRPSOI
:H EHOLHYH WKDW ZH DUH FUHDWLQJ D QHZ FDWHJRU\ RI SRZHUIXO FORXG EDVHG VRIWZ
ILQDQFH RSHUDWLRQV LQ D PDQQHU WKDW FRPSOHPHQWEHIDQG WK RKXRIUMXW W R P IS W ERIQ@M
WKURXJK LPSURYHPHQWYV LQ SURHAHWRBXEDQFRMELW DREG WR/ PIDQDJLQJ D IDVWHU ILQDQFI

2XU PLVVLRQ LV WR WUDQVIRUP KRZ DFFRXQWLQJ DQG ILQDQFH GHSDUWPHQWYV RSHL
WKURXJK EDWFK SURFHVVLQJ DQG PDQXDO FRQWUROV W\SUFDW BRCEOELEG RQRY K XDQ G J
ZRUNIORZV HPEHGGHG ZLWKLQ D UHDO WLPH KLJKO\ DXWRPDWHG IUDPHZRUN D XI$SRWRW
DQDO\WLFV SURYLGHV LQGXVWU\ EHQFKPDUNHG PHWULFVIDRLG QW GHXKIQH @ KL K ¥IBERIFN
DQG WUDQVSDEHQEHYH WKH QHHG IRU RXU VRIWZDUH KDV EHHQ GULYHQ E\ JURZLQJ EXV
YROXPHV DQG H[SDQGLQJ UHJXODWRU\ UHTXLUHPHQWYV 2XU VRIWZDUH ILHQUWHQM BS8HW\ ¥ W
LQFOXGLQJ 1HW6EXLWH RUDNEDY B$00 DV PDQ\ RWKHU ILQDQFLDO V\VWHPV D QX b SS8-DDIBIE
LQ KRBWDHVDEDVHYV

H EHOLHYH WKDW ZH KDYH D OHDGLQJ SRVLWLRQ LQ WKH HQKDQFHG ILQDQFLDO FR
FRPSDQLHV WR EULQJ VRIWZDUH ZLWK WKLV IXQFWLRQDOLW\ WR PDUNHW DQG ZHGHDQ\MLD
DV D /HDGHU LQ WKH ODJLF 4XDGUDQW IRU )LQDQFLDO &RUSRUDWH 3HUIRUPDQFH ODQDJH
H[HFXWH $FFRUGLQJ WR D VWXG\ ZH FRPPLVVLRQHG ZLWK JURVW 6X0O0OLYDQ LQ WK
$PHULFD DQG PRUH WKDQ ZRUOGZLGH WKDW DUH LQ RXU DGGUHVVDEOH PDUNHW ZL
6XOOLYDQ WKHVH FRPSDQLHY HPSOR\ RYHU PLOOLRQ DFFRXQWLQJ DQG ILQDQFH SHUV
FRXOG EH SRWHQWLDO XVHUV Rl RXU VRIWZDUH SODWIRUP %DVHG

6HH ,QGXVWU\ DQG ODUNHW 'DWD
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RQ LWV DVVHVVPHQW RI WKH QXPEHU RI FRUSRUDWH RUJDQL]DWLRQV DFFRXQWLQJ DQG
RI RXU SURGXFWV )J)URVW 6XOOLYDQ HVWLPDWHY WKDW RXU WRWDO DGGUHVVDEOH PDU
$VLD 3DFLILF DQG /DWLQ $PHULFD DQG LV H[SHFWHG WR JURZ WR D JOREDO WRWDO DGG

:H VHOO RXU VRIWZDUH VROXWLRQV SULPDULO\ WKURXJK RXU GLUHFW VDOHV IRUFH
SURIHVVLRQDO VHUYLFHV ILUPV DQG EXVLQHVV SURFHVV RXWVRXUFHUV WR H[SDQG RXU
D ODQG DQG RRIDHBDQG LV GHVLIJQHG WR FDSLWDOL]H RQ WKH HDVH RI XVH DQG LPSOHFP
RUJDQL]DWLRQV PRIG MEDERMLQEVVHY DFURVY D YDULHW\ RI LQGXVWULWMNOHBRPREQ DBDKW
ILQDQFLDO VHUYLFHV FRQVXPHU UHWDLO DQG LQGXVWULDO HTXLSPHQW DQG VHUYLFHV

XVHUV LQ RYHU FRXQWULHV H[FOXVLYH RI WKH 5XGERLRN. BRTHEQWWQRD WR GNVEG
UHODWLRQVKLSYV ZLWK WHFKQRORJ\ YHQGRUV SURIHVVLRQDO VHUYLFHV ILUPV EXVLQHV

H DUH D KROGLQJ FRPSDQ\ DQG FRQGXFW RXU RSHUDW L9RQNFW KLLRX 6 KVRMP ¥ K RIDFO \%
,QF IXQGHG LWV EXVLQHVV ZLWK XX HRMP HRXQG HIR P @& HAKH A HIIDHF XYY XK H®RZYV IURP RSFH
6HSWHPEHU ZKHQ ZH DFTXLUHG %ODFN/LQH 6\VWHPV ,QF DQG 6LOYHU /DNH 6XPHU
UHIHU WR DV WKH HS BHXHVLWR RBQOYHU /DNH 6XPHUX DQG ,FRQLT FROOHFWLYHO\ DV R}
IRU DV D EXVLQHVV FRPELQDWLRQ XQGHU DFFRXQWLQJ SULQFLSOHV JHQ HQBE0 0K \DXG WHI\G
LQ DFFRXQWLQJ EDVLV DV Rl WKH GDWH RI WKH $FTXLVLWLRQ

2Q $XJIXVW ZH DFTXLUHG 5XQERRN 7KH SULPDU\ SXUSRVH RI WKH 5XQERRN $F
SURYLGHU RI VRIWZDUH VROXWLRQV WR DXWRPDWH WKH ILQDQFLDO FORVH SURFHVV IRU
VWUDWHJ\

:H KDYH H[SHULHQFHG VLJQLILFDQW UHYHQXH JURZWK DQG DGRSWLRQ RI RXU SODW

DQG ZH KDG UHYHQXHV RI PLOOLRQ D@ G ZHPLOPXRBRQH & HWHSM VR IVY/HHO\ R | PL<(
UHVSHFWRYHWKH WKUHH PRQWKY HQGHG ODUFK DQG ZH KDG UHYHQXHVDRIG ZH
LQFXUUHG QHW ORVVHYV RI PLOOLRQ6BRG6XPPLOWVE&RQVREBNVGBEBWWGEYHQDQFNVDOQVBXWD LB

$QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV RI 2SHUDWLRQV DQG RWKHU LQIRUPI
SHUIRUPDQFH

Industry Background

$FFRXQWLQJ LV D 8QLYHUVDO OLVVLRQ &ULWLFDO )XQFWLRQ

2UJDQL]DWLRQV QHHG UHOLDEOH ILQDQFLDO LQIRUPDWLRQ WR SODQ DQG H[HFXWH E
UHJXODWRU\ DQG ILQDQFLD®HRE B GHIWMGRWSU L)\RHW BIDFRX QWLQJ IXQFWLRQV W\SLFDOO\ UHF
UHSRUW ILQDQFLDO WUDQVDFWLRQV WKDW DUH FRQVROLGDWHG LQWR XVHDEOH ILQDQFL
VXFK DV SD\URGQ@ RW X H B WXQRSB\HU WRURFHWVBEGLWLRROQODEFRXQWLQJ SURFHVVHV VXFK
UHFRQFLOLDWLRQ LQWHUFRPSDQ\ WUDQVDFWLRQ DFFRXDWH. © D @M & ) & URWDISANH & @ DY
PDQXDOO\ UHFRQFLOHG RQ D SHULRGLF EDVLV DDMELERM Q@G H RURHEG ORER U 7LKHWUHIQAN WY
LQFOXGH ODSVHV LQ UHJXODWRU\ FRPSOLDQFH GDPDJH WR EUDQG DQG SXEOLF LPDJH [
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ORGHUQ %XVLQHVV LV ,QFUHDVLQJO\ &RPSOH]

2UJDQL]DWLRQV RI DOO VL]HV DUH RSHUDWLQJ LQ DQ LQFUHDVLQJO\ JOREDO FRPSO
FKDOOHQJHV WR WKH SHUIRUPDQFH Rl WKH DFFRXQWLQJ DQG ILQDQFH IXQFWLRQV $FFR.
DQG DFURVV LQWHUQDWLRQDO ERUGHUV LQYROYH PXOWLSOH FXUUHQFLHY DQG UHTXLUt
WUDQVDFWLRQDO FRPSOH[LW\ LV H[DFHUEDWHG E\ RWKHU IDFWRUV W\SLFD OHRIL ®O REIDRCH I
DGGLWLRQ PRGHUQ HQWHUSULVHV JHQHUDWH PDVVLYH DPRXQWV RI WUDQVDFWHLRQQB®D W
DFFRXQWY SRWHQWLD O O\UHERSIEW PQIVEL Q OPIRIPEXRIVGLQDQFLDO DQG RSHUDWLRQDO V\V\V
FRPSDQLHV HPSOR\ LQFUHDVLQJO\ VRSKLVWLFDWHG FRUSRUDWH VWUXFWXUHV WKDW RIW
XQLWY DQG JHRH WEHIKIHWH WKDW WKH FRPSOH[LW\ RI PRGHUQ FRUSRUDWH VWUXFWXUHV
YROXPHV DQG D IUDJPHQWHG LQIRUPDWLRQ WHFKQRORJ\ ODQGVFDSH |EBHDWMWH\D DR &/ Y1YIL
DFFRXQWLQJ DQG ILQDQFH

7KH 5LVN RI 5HIR@D&ARABO UD/QFIHIQLILFDQW

3XEOLF DFFRXQWLQJ IROORZV D YDULHW\ RI UXOHV DQG VWDQGDUGY IRU WKH SURFH
VXFK DV JHQHUDOO\ DFFHSWHG DFFREQW®L QW B UR@MLISFOD/O RIUQTHEEBLDO 5HSRUWLQJ 6WDQ
GLWUHQWO\ DFURVV LQGXVWULHY DQG JHRJUDSKLHYV DQG LQ VRPH FDVHV SURYLGH FRQI
2[OH\ $FW RI JRYHUQ LQWHUQDO FRQWUROV GLVFORVXUH PDQDJHPHQW DQG DXGLW F
VHUYLFHV JDPLQJ DQG LQVXUDQFH KDYH DGGLWLRQDO VSHFLILF UHJXODWRU\ UHTXLUHI
WKH UHYHQXH UHFRJQLWLRQ DFFRXQWLQJ VWDQGDUG LVVXHG E$68K HQ L QD KLIFK PHARX ¢
SXEOLF FRPSDQLHV E\ QH[W \HDU DQG ZLOO UHTXLUH DQ RYHUKDXO RI PDQ\ SXEOLF DFFF
FKDQJLQJ DQG VRPHWLPHV FRQIOLFWLQJ UHJXODWLRQV W\SLFDOO\ UHTXLUHV WKDW RUJ
LPSOHPHQWLQJ DQG PRQLWRULQJ LQWHUQDO FRQWUROV DQG XQGHUJR H[SHQVLYH DQG

,QFRUUHFW ILQDQFLDO LQIRUPDWLRQ FDQ KDYH VHYHUH UHSHUFXVVLRQV $ VLQJOH
DXGLW IHHVY OHDG WR VLJQLILFDQW UHPHGLDWLRQ H[SHQVHV JHQHUDNWHEXRWDWLRQ OD I
ZHDNQHVV FDQ DOVR WULJJHU QRQFRPSOLDQFH ZLWK GW FW HKRMM QRQ W X LDYHS/ \& DPKOH 6 HDRQ
&RPPLVVLRQ RU 6(& KDV DOVR SURSRVHG QHZ UXOHV WKDW ZLOO UHTXLUH FRPSDQLHV
RI DQ DFFRXQWLQJ UHVWDWHPHQW $FFRUGLQRPWR WKXR &HQWH U DR B RGW WQ4J XIDHM WD W H F
UHSRUWLQJ FRPSDQLHV LQFOXGLQJ UH VW D WHHPW DGV VL Q B DXL DIOQ V WHIWWWPXMWAH RQW K
QHJDWLYH QHBBEWNVRIQ PVMH SXEOLF PDUNHW SULFH RI VHFXULWLHV RI PDQ\ FRPSDQLHV PD

&RPSDQLHV /DFNPFHO3GWLRQDEOH 'DWD IURP 7KHLU $FFRXQWLQJ '"HSDUWPHQWYV

$V FRPSOMUWQVDFWLRQ YROXPH DQG UHJXODWRU\ VFUXWLQ\ LQFUHDVH PDQDJHPHC
LQVLIJKW LQWR WKHLU DFFRXQWLQJ DQG ILQDQFH SURFHVVHV DY &RUBNXYWORQE BRWWLED
DSSOLFDWLRQV RU ZLWK WKH XVH RI VSUHDGVKHHWY OHDYLQJ PDQDJHPHQW ZLWK DQ LC
HDFK SHULRG %\ WKH WLPH GDWD LV PDQXDO GXMR RS GGV LY JL W KRIH\FDWEQ GHIDNY WRURD B N HINQ/(
IOXFWXDWLRQV DQG WUHQGY GHWDLOHG PHWULFV RQ LQGLYLGXDO DQG WHDP SHUIRUPEL
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6XFK ODFN RI YLVLELOLW\ OLPLWV WKH DELOLW\ RI DFFRXQWLQJ PDQDJHUV WR LQIO
WR FRQGXFWLQJ TXDOLW\ FRQWURO PHDVXUHV DIWHU D SURFHVV LV FRPSOHWHG ,PSRU\
HUURUV VXFK DV XQUHFRQFLOHG EDODQFHV RU XQDSSURYHG IXQG WUDQVIHUV PD\ JR X
HVWDEOLVKHG PHWULFV E\ ZKLFK WR JDXJH SHUIRUPDQFH

$FFRXQWLQJ 3URIHVVLRQDOV )DFH &RPSUHVVHG '"HDGOLQHY DQG D +HLIJKWHQHG ([SHFWD

0DQ\ RUJDQL]DWLRQV DQG SXEOLFKBRPASD®RSWH® 3 SWWEMTEBURI UHSRUWLQJ ILQDQ
WKHLU TXDUWHU FORVH *LYHQ OLPLWHG UHVRXUFHV DQ DFFHOHUDVWHGE RXIQPHIMOIIEIXID FW |
SURIHVVLRQDOV DUH H[SHFWHG QRW RQO\ WR DGGUHVV EXVLQHVV DQG UHJXODWRU\ FKD
UHVXOWYV WR HQVXUH HILYQH@ MLV HQRKIDIOUAMQAJIHY DQG GHDGOLQHV DFFRXQWDQWYV DUH R
XQUHFRQFLOHG ZKLFK FDQ GUDPDWLFDOO\ LQFUHDVH ULVN DQG FU HIRWHIUWL VQX® B XREQ W R
PHPEHUV

7JUDGLWLRQDO $FFRXQW L QR RINR PHIHFHMDQ G 7

7KH SURFHVVHV DQG VRIWZDUH VROXWLRQV WUDGLWLRQDOO\ HPSOR\HG E\ DFFRXQW
HIHFWLYH VROXW LRRY J R QOHFUIELH UFDPFRXQWLQJ DQG ILQDQFH SURFHVVHV VXFK DV EDODQ
WUDQVDFWLRQ DFFRXQWLQJ DQG WKH RYHUDOO PDQDJHPHQW RI WKH HQWLUH ILQDQFLD(
DV EDWFK WUDQVDFWLRQ UHSRVLWRULHV ZLWKRXW WKH DELOLW\ WR FRQVXPH DQG SURF
PXOWLSOH (53V DQG PDQ\ RWKHU ILQDQFLDO V\VWDHA\W D R QR DD WIKWDL IUO 7 EKDGY D B RRPGI\Y MQ/L
FRQILJXUH DQG PDLQWDLQ D®@ bR BRXO WFXGHDWBVRGGUHVVLQJ D FOHDU QHHG IRU QHZ
FRQVXPH GDWD IURP D YDULHW\ RI VRXUFHV SURFHVV LW TXLFNO\ ZLWK HPEHGGHG EXVL
WKHQ VWRUH LQIRUPDWLRQ ZLWKLQ D GDWD ZDUHKRXVH RU (53 VIVWHP )XUWKHUPRUH I
LQVWHDG UHPDLQ IRFXVHG RQ SURGXFLQSHUQRQELQBULQIR WKHWILRRY R@QIOE BPWHAG IRU D P
DSSURDFK WR DFFRXQWLQJ

The BlackLine Solution

:H SURYLGH D SRZHUIXO FORXG EDVHG VRIWZDUH SODWIRUP GHVLIJQHG WR DXWRPD\
HOHPHQWY RI RXU VROXWLRQV LQFOXGH

&RPSUHKHQVLYH 30ODWIRUP

H RHU DQ LQWHJUDWHG VXLWH RI DSSOLFDWLRQV WKDW GHOLYHUV D EURDG UDQJH
PXOWLSOH SURGXFWV WR VXSSRUW FULWLFDO DFFRXQWLQJ SURFHVVHV VXFK DV WKH ILC
FRQWUROV DVVXUDQFH 2XU SODWIRUP FRQVLVWYV RI VHYHQ FRUH FORXN (EDY/IHIG BB @ ®XF\
ODWFKLQJ -RXUDDIDHFRMONWLY &RQVROLGDW LRIDQ,® WHIU LIWHFRIDFRLOHLDWLRQ &XVWRPHUV
SURGXFWV LQ SDFNDJHV WKDW ZH UHIHU WR DV VROXWLRQV EXW W K H& ¥UDUYHHQ WK VAR ROSKWYLL R
5HFRQFLOLDWLRQ ODQDJHPHQW DQG )LQDQFLDO &ORVH ODQDJHPHQW ,QWHUFRPSDQ\ +XE
LQFOXGHV D FRPSUHKHQVLYH EDVH Rl DFFRXQWLQJ VSHFLILF EXVLQHVV ORJLF DQG UXOFK
DFFRXQWLQJ



Table of Contents

(QWHUSULVH ,QWHJUDWLRQ

2XU SODWIRUP SURYLGHV VLPSOH VHFXUH DQG DXWRPDWHG WRROV DQG LQWHJUDW
SURFHVVHV DQG V\VWHPV LQFOXGLQJL®3KR GEDDEDLDIOVV\VQEH RWRBG FXVWRP DSSOLFDW
LQWHJUDWHY ZLWK RYHU (53 VIVWHPV L QFQ@®RE NG HD\EGLIWLHR Q2 URBORR PESBQLHY ZLWK
QHHGV ZH FDQ FRQQHFW ZLWK DQ\ QXPEHU Rl JHQHHUNRCOHIHRDDWRIHW K HV L ¥ X R MAD QM R R
GDWD DFURVV V\VWHPV

,QGHSHQGHQFH

2XU SODWIRUP LV QRW GHSHQGHQW RQ DQ\ VLQJOH RSHUDWLQJ VIVWHP DQG ZRUNYV
VIVWHP IXQFWLRQDOLW\ DOORZV XV WR UH DHF R WDH EDJAR\DRG B B QI RUGS IRIFR X VRAQRBBGVLQQRYDW
LUUHVSHFWLYH Rl XSGDWHV RU FKDQ M EHML WX MWKHYLV@/GEBSHQBWBAFM SURYLGHV XV ZLW
LQGXVWU\ RYHU WUDGLWLRQDO PHWKRGYV

(DVH RI 8VH

2XU SODWIRUP LV GHVLIJQHG E\ DFFRXQWDQWYV I|IRU DFHARXQWDQN WRWHRQDHE QI W QL WLV
RXU SODWIRUP WR PDQDJH WKHLU DFFRXQWLQJ DQG ILQDQFH DFWLYLWLHV IURP WKH VL
SURYLGHY FOHDU YLVXDOL]DWLRQ RI DFFRXQWLQJ DQG ILQDQFH GDWD HQDEOHV XVHU F

,QQRYDWLRQ

2XU DELOLW\ WR GHYHORS LQQRYDWLYH SURGXFWY KDV EHHQ D NH\ GULYHU RI RXU "'
WKRXJKW OHDGHUVKLS ZH KDYH FUHDWHG D QHZ FDWHJRU\ Rl SRZHUIXO VRIWZDUH WKD)
SURFHVVHV WR EHWWHU PHHW RXU FOLHQWY GLYHUVH DQG UDSLGO\ FKDQJLQJ QHHGV [
ODERU LOQWHQVLYH DFFRXQWLQJ SUDFWLFHYVY ([DPSOHV RI UHFHQW LQQRYDWLRQV LQFOX
PDQDJH DOO LQWHUFRPSDQ\ WUDQVDFWLRQV WKURXJK RQH FHQWUDOL]JHG FORXG EDVHCGC
WLPH SHUIRUPDQFH PHDVXUHY DQG D EHQFKPDUNLQJ GDVKERDUG

6HFXULW\

7KH UREXVW VHFXULW\ IHDWXUHYV HPEHGGHG LQ RXU SODWIRUP DUH GHVLJQHG WR P
UHTXLUHPHQWY RI RHUHRXDWHRRBOGWHSHQGHQW VHFXULWHN BDXIGYL.AERUW VWRR B XYV HRWP SWKHHKHRQ V|
SURJUDP FRQVLVWLQJ RI ULVN GULYHQ SROLFLHVY DQG SURFHGXUHYV

Key Benefits
2XU SODWIRUP LV GHVLIQHG WR SURYLGH WKH IROORZLQJ EHQHILWY WR RXU FXVWRI

JOH[LELOLW\ DQG VFDODELOLW\

2XU XQLILHG FORXG SODWIRUP LV GHVLJQHG IRU PRGHUQ EXVLQHVY HQYLURQPHQWYV
LQ DOPRVW DQIKH)SRDWURUP VXSSRUWYVY FRPSOH[ FRUSRUDWH VWUXFWXUHYVY SURYLGHV L
PXOWLSOH FXUUHQFLHY DQG ODQJXDJHV DQG VFDOHV WR VXSSRUW KLJK WUDQVDFWLRQ
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(PEHGGHG FRQWUROV DQG ZRUNIORZ

2XU SODWIRUP ZDV GHVLJQHG IRU WKH FRPSOH[ JOREDO UHJXODWRU\ HQYLURQPHQW
UHSHDWDEOH DQG ZHOO GRFXPHQWHG ZRUNIORZV ZKLFK DUH GRWQLBRPS®RLBR QFHINDX\OW H @ .
JUHDWHU WROHUDQFH IRU UHJXODWRU\ FRPSOH[LW\ DQG LQFUHDVHG FRQILGHQFH LQ ILQ

5HDO WLPH YLVLELOLW\

:H SURYLGH XVHUV ZLWK UHDO WLPH YLVLELOLW\ LQWR WKH VWDWXV SURJUHVV DQ
XVHU GHILQHG UHSRUWLQJ DQG WKH DELOLW\ WR GULOO GRZQ WR LQGLYLGXDO UHFRQFL
ZLWKLQ D SURFHVV RU LQWHUYHQH WR SUHYHQW PLVWDNHYV

$XWRPDWLR L BIGHR AV

2XU SODWIRUP FDQ LQJHVW GDWD IURP D YDULHW\ RI VRXUFHV LQFOXGLQJ (53 V\VW
DXWRPDWLRQ WR UHFRQFLOLDWLRQV MRXUQDOV DQG WUDQVDFWLRQV 7KLV VWUHDPOLC
LQGLYLGXDO SURGXFWLYLW\ WR KHOS HQVXUH WKDW DFFRXQWLQJ SURFHVVHYVY DUH FRPS
DGGHG DFWLYLWLHYV LQVWHDG RI SURFHVV PDQDJHPHQW

&RQWLQXRXV SURFHVVLQJ

2XU SODWIRUP KHOSV RUJDQL]DWLRQV HPEHG TXDOLW\ FRQ@DR® RBRIRGG VNG FHUD@X
RQ WKH WUDGLWLRQDO SURFHVV RI YDOLGDWLQJ ILQDQFLDO LQIRUPDWLRQ DW WKH HQG
DQDO\VLYV FDQ EH SHUIRUPHG LQ UHDO WLPH WKXV UHGXFLQJ WKH ULVN RI HUURUV DQG

Our Growth Strategy

HLOWHQG WR FRQWLQXH LQYHVWLQJ LQ D QXPEHU RI JURZWK LQLWLDWLYHV WR SL
H[SDQG RXU PDUNHWXRISSRURPLGBIDM\ JURZWK VWUDWHILHY LQFOXGH WKH IROORZLQJ

&RQWLQXH WR ,QQRYDWH DQG ([SDQG 2XU 30DWIRUP

2XU DELOLW\ WR BHYMOW SOBEBLQJ DSSOLFDWLRQV DQG IXQFWLRQWBQWLWMR ERQ\® W
IXQFWLRQDOLW\ DQG UDQJH RI RXU DSSOLFDWLRQV WR EULQJ QHZ DQG LPSURYHG VROXMW
WKH ODXQFK RI RXU ,QWHUFRPSDQ\ +XE VROXWLRQ ZKLFK LV GHVLJQHG WR PDQDJH DOO
VIVWHP DQG WKH ODXQFK RI RXU ,QVLJKWV VROXWLRQ ZKLFK SURYLGHYV UHDO WLPH SHU

(QKDQFH 2XU /HDGHUVKLS 3RVLWLRQ LQ WIKG (DR WRHKWVEVR FHUOZDODNHW DQG

H EHOLHYH ZH KDYH D OHDGLQJ SRVLWLRQ LQ WKH HQKDQFHG ILQDQFLDO FRQWURC
PLG PDUFXNWRPHUV DQG ZH ZHUH UHFRJQL]JHG DV D QHMDKSH{ 0 DLXQ. AV & XD @UDAMH UR BH)S RODW F L
ODQDJHPHQW 6ROXWLRQV IRU

6HH ,QGXVWU\ DQG ODUNHW 'DWD
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RXU FRPSOHWHQHVV RI YLVLRQHO RGGDERO HWN KDR) H[HFRWWWRPHUV DFURVYV D YDULHW\ RI
ODUFK H[FOXVLYH RI WKH 5XQERRN $FTXLVLWLRQ 2XU FXVWRPHUV LQFOXGH VRPH
PHGLXP DQG VPDOO EXVLQHYVV HVLRDWRHMIEE WK B PRHWDWIEIH: RXU EUDQG KLVWRU\ RI LQQRYD!
RXU OHDGHUVKLS SRVLWLRQ ZLWK HIQ\EHO 8 H Pt BWRIDWENKKWOFHXVAWHR/PBIWN S:DUWLFXODUO\ XQ(
SODWIRUP FDQ KHOS WKHVH EXVLQHVVHV PRGHUQL]H IWKIHHQWORFRRLGMWAIBIDIY Bl QRD GLH) DEFH Q
LQYHVWPHQWVPLR PDRIDRWY WHDP DQG SODQ WR FRQWLQXH OHYHUDJRIQE RIXUENGNWG EHR/ Y NI

,QFUHDVH &XVWRPHU 6SHQG WKURXJK ([SDQGHG 8VDJH DQG $GRSWLRQ Rl $GGLWLRQDO 3

:H EHOLHYH WKHUH LV D VLIQLILFDQW RSSRUWXQLW\ WR LQFUHDVH WDIOXHMW RH XU S
ODQG DQG WPIHYGPRGHO WR LQFUHDVH WKH XVH RI RXU SODWIRUP E\ VHOOLQJ DGGLWLR
ZLWKLQ RXU FXVWRPHUV RUJDQL]DWLRQV 2XU SULFLQJ PRGHO LV GHVLJQHG WR DOORZ
SODWIRUP JURZV SURYLGLQJ XV ZLWK DQ RSSRUWXQLW\ WR LQFUHDVH WKH OLIHWLPH YI

([SDQG 2XU ,QWHUQDWLRQDO 2SHUDWLRQV DQG &XVWRPHU )RRWSULQW

*H EHOLHYH WKDW ZH KDYH D VLJQLILFDQW RSSRUWXQLW\ WR H[SDQG WKH HM\GHBELRE
DSSUR[LPDWHO\ RI RXU UHYHQXHV IURP VDOHY RXWVLGH WKH 8QLWHG 6WDWHV LQ WKI
DSSUR[LPDWHO\ RI RXU UHYHQXHV IURP VDOHY RXWVLGH RI WKH 8Q HWEH3 B WDV WK H. QH\
VXEVWDQWLDO RSSRUWXQLWLHYV WR LQFUHDVH VDOHV WR FXVWRPHUV RXWVLGH RI WKH ¢
SRVLWLRQ DV D OHDGLQJ SURYLGHU RI VRIWZDUH VROXWLRQV WR DXWRPDWH WKH ILQDQ
(XURSHDQ H[SDQVLRQFXWUB@WD\ KDYH XVHUV LQ RYHU FRXQWULHV DQG RXU SODWIRI
VWDQGDUGY DV ZHOO DV ODQJXDJHV DQG DOO FXUUHQFLHV VSHFLILHG E\ WKH , HWKIJX
DQ HVYWDEOLVKHG SUHVHQFH LQ $XVWUDOLD &DQD\WDRD(QHWKHU QDQ QW H 3RIODRIBQ\DQG 6L
8QLWHG .LQJGRP DQG ZH LQWHQG WR LQYHVW LQ IXUWKHU H[SDQGLQJ RXU IRRWSULQW I

([WHQG 2XU &XVWRPHU 5HODWLRQVKLSY DQG 'LVWULEXWLRQ &KDQQHOV

:H KDYH HVYWDEOLVKHG VWURQJ UHODWLRQVKLSY ZLWK NH\ LQGXVWU\ SDUWLFLSDQV
UHODWLRQVKLSY LQFOXGH DJUHHPHQWY ZLWK WHFKQRORJ\ YHQGRUV VXFK DV 6%$3 DQG 1
EXVLQHVYV SURFHVV RXWVRXUFHUV RU %32V VXFK DV &RJQL]DQW *HQSDFW DQG ,%0

7KHVH UHODWLRQVKLIS\W WQDEOWPYDW WHRWHR KU LMRIOX WRRQ® HERHRQWD U\ VXLWH RI VHUYL
SDUWLEXOBIWU RXU FXVWRPHUSS$BOHQGWHEXMBOHGEY VROXWLRQ WKURXJK RXUQUHIDPEY MRRQFRQ
VWUHQJWKHQ DQG H[SDQG RXU H[LVWLQJ UHODWLRQVKLSY VHHN QHZ UHODWLRQVKLSV C
PDUNHWYV DQG LQFUHDVH RXU SUHVHQFH LQ H[LVWLQJ PDUNHWYV

Customers

2XU FXVWRPHUV LQFOXGH PXOWLQDWLRQDO FRUSRIGO WL ERFWDOQUHAM DRPRYW DFERN@RW |
7KHVH EXVLQHVVHV LQFOXGH SXEOLFO\ OLVWHG HQWLWQR® B@¢RBWWYBWH®Y RZQHGFKQW
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LQGLYLGXDO XVHUV LQ RYHU FRXQWULHY DFURVYVY PRUH WKDQ HF & M W.RMH D \F XY FORPVH
ZLWK DQ DFWLYH VXEVFULSWLRQ DJUHHPHQW DV RI WKH PHDVXUHPHQW GDWH ,Q VLWXD'
HQWLW\ WKDW LV LQYRLFHG DV D VHSDUDWH H@RZANMNEHKN WHJ B Q WHH GV DAL @J VAEXSYDAURDRAHHU. FUXH/TVR
IRU WKH VROH SXUSRVH RI UHVWUXFWXULQJ LWV LOQWHUQDO ELOOLQJ DUUDQJHPHQW ZLW
WUHDWHG DV D VLRPROWRXVWHRWPHKN PRQWKY HQGHG ODUFK PLG P DRXNWW R/ RHKQ WHHSSJHMWHHC

RI RXU UHYHQXHV R SWHKRHWAIHYCHOA HQGHG '"HFHPEHU DQG VDOHV WR HQWHUS
RXU UHYHQXHV UAKLOHHF WRIYG & DVIRKNW RPHUV UHSUHVHQWHG DQG Rl RXU UHYHQXHV

2XU FXVWRPHUVY RSHUDWH LQ FRPSOH[ GLYHUVH DQG RIWHQ JOREDO LQIRUPDWLRQ '
VXE OHGWHHWYV XU\ VIVWHPVY DQG (BBUHEWHMWIGRPVGLYFOXGLQIDDHFMSNGHXU SODMORUPESE
IRUDQG XVHG E\ HPSOR\HHV DFURVV WKH RUJDQL]DWLRQ LQFOXGLQJ HQG XVHUV VXFK C
RILFHUV DV ZHOO DVIERHUHNVIDQDBOFWBB RNVNHQLRU H[HFXWLYHY DQG H[WHUQDO DXGLWRUV

*H EHOLHYH RXU FXVWRPHUV EHQHILW IURP LPSURYHBH@WE X FIMQL ®IGRERNWLR © DVQR TH PO
&RVW VDYLQJV DUH DFKLHYHG IURP WKH UHFRQFLOLDWLRQV RI DFFRXQWYV DFURVV DSSU
DQG SDSHU H[SHQVHYV

7KH IROORZLQJ LV D VDPSOH RI RXU FXUUHQW FXVWRPHUYV DFURVYVY VRPH RI WKH LQG
UHVSHFWLYH EXVLQHVY DQG WKH DPRXQW RI UHYHQXH ZH GHULYH IURP WKHP

Consumer/Retail Healthcare Financial Services
&RVWFR :KROHVDOH &RUSRUDWLR®OOLDQFH +HDOWKFDUH 6HUYLF&6/$$,QVXUDQFH ([FKDQJ
.UDIW +HLQ] JRRGV &RPSDQ\ $PHULFDQ 'HQWDO 3DUWQHUV ,QFYHVWPHQW *URXS 56%
ORQGHOH] %URRNV 5HKDELOLWDWLRQ *URXS SOBXXW7%DQN
7KH &RFD &ROD &RPSDQ\ 'DOLWD +HDOWK&DUH 3DUWQHUV;RRFP &RUSRUDWLRQ
8QGHU $UPRXU 6KLUH 3KDUPDFHXWLFDOV
=HO$HVIWKHWLF

Technology IndustriallEnergy Services
$GDSWLYH ,QVLIJKWV %ULWLVHDOGNVNQD /LPLWHG %ULMEBRPSDQ\
$XWRGHVN *UHLI ,QF .HPSLQVNL +RWHOV
*R'DGGARP +XEEHOO ,QFRUSRUDWHG 2UDQJH /DNH 5HVRUWYV
5DFNVSDFH .LPEHUO\ &0DUN *OREDO 6DOHV6LALLXV;0 5DGLR ,QF

=HQGHVN ,QF

Products and Services

2XU SODWIRUP FRQVLVWV RI VHYHQ FRUH BORX®G FA/DIVREG (DWRIEKILFNY $SEORRAGLRHFRQF
ODQDJHERXUQDOWQMORFH $®VONVDWDUHPHQW DQG 'DLO\ 5SHFRQFLOLDWLRQV &XVWRPHUYV
UHIHU WR DV VROXWLRQV EXW WKH\ KDYH WKH RSW LIRIQOW AR %X UFFKKUDMHD W KVHR/GHX BAL IR @ X/ F QW
ODQDJHPHQW )LQDQFLDO &ORVH ODQDJHPHQW ,QWHUFRPSDQ\ +XE DQG ,QVLJKWV ZH X¢
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SOLUTIONS

Reconciliation
Management

Financial Close Intercompany

Management

PRODUCTS

Account Transaction Consolidation
Recanciliations Matching Integrity Managar

TECHNOLOGY PLATFORM

@ Enterprise-Class Security

.||. Enhanced Reporting, Dashboards, Benchmarking and Analytics

4 ERP-Agnostic, Automated System Integration Layer

5HFRQFLOLDWLRQ ODQDJHPHQW

7KH SURFHVV RI YHULI\LQJ DQG YDOLGDWLQJ WUDQVDFWLRQV EDODQFHV DQG FRQVI
5HFRQFLOLDWLRQ ODQDJHPHQW VROXWLRQ SURYLGHV D IUDPHZRUN IRU WKH UHFRQFLOLI
LQWR W KHHQKEQWRARD S IOREZ VROXWLRQ LQFOXGHV

$FFRXQW 5HFRQFELWRDVEIHRQY FHQWUDOL]JHG ZRUNVSDFH IURP ZKLFK XVHUV FDQ FR(
JHDWXUHV LQFOXGH VWDQGDUGL]HG WHPSODWHY ZRUNIORZV IRU UHYLHZ DQG DSS
RI VXSSRUWLQJ GRFXPHQWDWLRQ 7KH SURGXFW DXWRPDWHV RWKHUZLVH PDQXDO
DQGIRIWW DQG LQFUHDVLWIDSIWRRGHOWDRYEWY LQWHUQDO FRQWUROV E\ IDFLOLWDWLQ
UHFRQFLOLDWLRQ DXGLWV DQG DGGLQJ WUDQVSDUHQF\ DQG YLVLELOLW\ WR WKH |

7JUDQVDFWLRQ DRQWPBEKIHMI DQG UHFRQFLOHV KLJK YROXPHVIRUHQGLVYRGEXE & WRIDQNW I
FRQILJXUHG ORJLF 2XU UXOHV HQJLQH DXWRPDWLFDOO\ LGHQWLILHV H[FHSWLRQV
PDWFKLQJ HQJLQH SURFHVVHV PLOOLRQV RI UHFRUGYV SHU PLQXWH FDQ EH XVHG Z
WUDQVDFWLRQV LQ UHDO WLPH

&RQVROLGDWLRQ ,QWPRDQDWH D DADKDH HUXVWRHPID W/HRGY/\ W VIRKRV- HVV WKDW RFFXUV GXULQ!:
Rl WKH ILQDQFLDO FORVH &RPSDQLHV ZLWK PXOWLSOH (53V XWLOL]JH D FRQVROLG
%HFDXVH WKHVH VIVWHPVY FRQWDLQ DQG SURGXFH LQIRUPDWLRQ WKDW F K DAQLIHH W KT
LV W\SLFDOO\ KDQGOHG PDQXDOO\ LQ D VSUHDGVKHHW LV QHFHVVDU\
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SULRU WR SXEOLVKLQJ UHVXOWVWIKLRX®W REXFWJDYXWROPDWHVEWRKRBQFHYV IURR HKQRWH
VI\IVWHPY DQG DOORZLQJ XVHUV WR LGHQWLI\ HIFHSWLRQV DQG FUHDWH DGMXVWPF

'DLO\ 5GHFRQFLQDDWRRQWKH VFRSH RI D UHFRY RMLOLQWLRQLWEAVDRUL @ DO GPH GHWD
DQDO\VLV LQ PLQX\BMAKISBHWE&DQ DWWHPSWLQJWRRUMKLR Z DRWH QMWL U HQP R SINURLLR\GH B
FORVH 6RPH LQGXVWULHV VXFK DV EDQNLQJ UHTXLUH WKDW RUJDQL]DWLRQV WU
UHFRQFLOLDWLRQV DUH D SULPH H[DPSOH RI FRQWLQXRXV DFFRXQWLQJ LQ DFWLR(

J)LQDQFLDO &ORVH ODQDJHPHQW

7KH FROOHFWLRQ RI SURFHVVHV E\ ZKLFK RUJDQL]DWLRQV UHFRQFLOH FRQVROLGDYV
LV UHIHUUHG WR DV WKH ILQDQFLDO FORVH 2XU )LQDQFLDO &ORVH ODQDJHPHQW VROXW
DXWRPDWLRQ ZKHUH SRVVLEOH DQG HQVXUH WKDW WDVNV DUH SURSHUO\ FRPSOHWHG D
S5HFRQFLOLDWLRQ ODQDJHPHQW VROXWLRQ DV ZHOO DV WKH IROORZLQJ SURGXFWYV

7DVN ODQDJHHPRIDEMOHYVY XVHUV WR FUHDWH DQG PDQDJH SURFHVVHY DQG WDVN OLVW
VFKHGXOLQJ LQFOXGHV FRQILIXUDEOH ZRUNIORZ DQG SURYLGHYVY D PDQDJHPHQW F
FRPPRQO\ XVHG ZLWK WKH ILQDQFLDO FORVH XVHUV FDQ FIHHUIHQMW WAXDHNFDYHMW\W DQ
DXGLWV WR HQYLURQPHQWDO LPSDFW VXUYH\V

-RXUQDO D@WRZV XVHUV WR PDQXDOO\ RU DXWRPDWLFDOO\ JHQHUDWH UHYLHZ DQ
DOORFDWHG DFURVV PXOWLSOH EXVLQHVV XQLWYV DQG FDOFXODWH GWKH DG RIQVERI
YDOLGDWLRQ DQG DSSURYDO FKHFNSRLQWY KHOSV HQVXUH WKH LQWHJULW\ RI LQI
WKH -RXUQDO (QWU\ SURGXFW WR SD VIV UBOQRW PDIVLERQGMRX E X QGNHIRBW LRY B LIARQILJIX L
IRUPDW

9DULDQFH $ BRYILBGIZD\VPR@LWRULQJ DQG DXWRPDWLFDOO\ LGHQWLILHY DQRPDOR
VWDWHPHQW DFFRXQW EDODQFHV 2QFH DQ DFFRXQW LQ IOX[ LV LGHQWLILHG XVH
WKH VRXUFH RI WKH IOXFWXDWLRQ

,QWHUFRPSDQ\ +XE

L, QWHUFRPSDQ\ WUDQVDFWLRQV RFFXU ZKHQ HQWLWLHYV ZLWKLQ D FRKUHYRUW WHQS/MU M
VRPH RI WKH PRVW FRPSOH[ DQG IUHTXHQW VRXUFHV RI XQFHUWDLQW\ IRU WKH DFFRXQW
JHQHUDOO\ DYDLODEOH LQ 1RYHPEHU PDQDJHV WKH HQWLUH LQWHUFRPSDQ\ WUDQVIE
ZLGHO\ DYDQODERLEHYBEUFRPSDQ\ VROXWLRQ 7KLV VROXWLRQ LQFOXGHVY WKH IROORZLQJ

,QWHUFRP RUQ\N ORZSODFHV DQIRRBWOGIUFRPSDQ\ UHTXHVWV DQG DSSURYDOV ZLWK D
SURFHVV 7KH DSSOLFDWLRQ VWRUHV SHUPLVVLRQV E\ HQWLW\ DQG WUDQVDFWLRC
LQWHUFRPSDQ\ WUDQVDFWLRQ DUH DXWKRUL]JHG WR FRQGXFW EXVLQHVV

,QWHUFRPSDQ\ 3URFARRA/GQ D Q RWIMWHDWRREDQ\ WUDQVDFWLRQV RQFH WKH\ UHDF
SRVWV WKHP WR WKH DSSURSULDWH V\VWHPV IURP D VLQJOH VRXUFH 7KH SURGXF
LQYRLFLQJ UHTXLUHPHQWYV DQG FXVWRPHU VSHFLILF WUDQVIHU SULFLQJ VR WKDW
LQWHUFRPSDOQEHVY DQG HOLPLQDWHY WKH QHHG WR SHUIRUP D PDQXDO UHFRQFLC
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IHWWLQJ DQG 6BXWWRPHPMIFr® OO\ JHQHUDWH D UHDO WLPH DJJUHJDWHG VHWWOHPF
DFURVVY DQ HOQWLUH RUJDQL]DWLRQ 8VHUV FDQ ILOWHU WKH LQIRUPDWLRQ E\ WUD
RI QHWWLQJ WUDQVDFWLRQV DQG KHOSLQJ WKHP PDNH LQIRUPHG VWUDWHILF GHF

,QVLIKWYV
2XU SODWIRUP SURYLGHV XV ZLWK GHWDLOHG LQIRUPDWLRQ DERXW WKH DFFRXQWLC
,QVLIKWYV ZKLFK zDV PDGH JHQHUDOO\ DYDLODEOH LQ 1RYHPEHU DJJUHJDWHY DQG L

SURGXFWLYNWDQG WIHPBPOVRHYWRYLGH D VHULHV RI NH\ SHUIRUPDQFH LQGLFDWRUYV DQG C
RSHUDWLQJ HQWLWLHY VHW JRDOV DQG JDXJH WKHLU SHUIRUPDQFH RYHU WLPH ,QVLJK'
VLIHV DQG JHRJUDSKLHV 7KHVH EHQFKPDUNVY DUH GUDZQ IURP DFWXDO FOLHQW XVDJH I
FRQWH[W IRU XVHUYV

6HUYLFHV
&XVWRPHU VHUYLFH LV HVVHBVVRHDOWW R RRXQUORXERHVWHUYLFHYV IRU RXU FXVWRPHUYV

,PSOHPHQWRWKRIR IRFXV RQ FRQILIXUDWLRQ RYHU FXVWRPL]DWLRQ RXIFILIFRQWHPHE
OHG E\ DFFRXQWLQJ H[SHUWYV UDWKHU WKDQ WHFKQLFDO UHVRXUFHV $ W\SVFDQJ!
RU LGHDO SURFHVV FRDFKLQJ WKHP RQ EHVW SUDFWLFHV LIH@Q@® KHQBWGRID 8 IRID@H B0
SURIHVVLRQDO VHUYLFHV )RU FOLHQWV WKDW HOHFW WR ZRUN ZLWK D EXVLQHVV
RXU LPSOHPHQWDWLRQ WHDP SURYLGHY RQJRLQJ VXSSRUW LQ RUGHU WR HQVXUH
FRPSOHWHG VXRFRMQIKWIDAO\ SURYLGH WKLY VHUYLFH IRU D IL[HG IHH

6XSSRUMW SURYLGH OLYH FXVWRPHU VXSSRHWLQ /RV JURIHBXY RBNGQH\ DQG /RQGRQ
VXSSRUW UHVRXUFHV E\ SKRQH HPDLO RU WKURXJK RXU SRUWDO IUHH RI FKDUJH

&EXVWRPHU 6XEBPXHWVKXVWRPHU VXFFHVV PDQDJHUV PDQ\ Rl ZKRP DUH IRUPHU XVHUV
FUHDWH D URDGPDS IRU H[SDQGHCHXBMDAOHHRHRX K DSW W LR/UPHUYLFH ZKLFK LV PDGH
RXU UHWHQWLRRDYPET XSVHOO HI

7JUDLQL®JRHU D YDULHWYZ RE EDWMUDQGLQJ RSWLRQV EXW PRVW FXVWRPHUV HOHFW
H OHDUHIXQUURQPHQW %ODFN/LQH 8 &RXUVH VW FRYHUOSI\D W KRHJ R Q % @ E'\W LIRGD PR @/F H ¢
WKH ILQDQFLDO FORVH DQG RWKHU DFFRXQWLQJ DQG ILQDQFH DFWLYLWLHV QHFHYV

Sales and Marketing

*H VHOO RXU VROXWLRQV WKURXJK RXU GLUHFW VDOHV IRUFH 2XU HQWHUSULVH ILF}
HQWHUSULVHV ZLWK DQQXDO UHYHQXHV DERYH PLOOLRQ DQG LQ 1RUWK $PHULFD RX
YDOXH RI RXU FXVWRPHU UHODWLRQ VK LIKRW W XRJIRX P WHDMMW § WWHRIP D @ BEXX/$SIWHRQ@ WHPQ G LRI U
EXVLQHVVHV ZLWK DQQXDO UHYHQXHV EHWZHHDOVRPKDYH D@ MFERXQWLPDQBROHPHQW WH !
PLG PDUNHW DQG LQWHUQDWLRQDO FXVWRPHU EDVH WKDW JHQHUDWHY VDOHV E\ IRFXVL
DQ RUJDQL]DVSLRIQUIMAGUWLRQDO SURGXFWYV
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2XU GLUHFW VDOHV IRUFH OHYHUDJHY RXU UHODWLRQVKLSYV ZLWK WHFKQRORJ\ YHQ(
'"HORLWWH DQG .30* DQG EXVLQHVV SURFHVV RXWVRXUFHUV VXFK DV &RJQL]DQW *HQSDF
ZH RHU RXU FXVWRPHU%$BOHRGWREXMBYHGY VROXWLRQ LQ FRQQHFWLR Q: H LD/MK/ R XW UG D]BIWI
FKDQQHO WKDW LQFOXGHV VRIWZDUH Y HIGI®RW ¥ DA RQW R A JKR RW WKRIOXRWULBR® WV Y& WIKDW RXU

2XU PDUNHRWWY WIUH IRFXVHG RQ FUHDWLQJ VDOHV OHDGV HVWDEOLVKLQJ DQG H[W
DZDUHQHVV DQG FXOWLYDWLQJ RXb GRE P WGLW) GRH VX 0 H DB RUSU RP P BRMNOIBEW K HRXILIQH PDUN!
OHDG JHQHUDWLRQ DQG RXU QHWZRUN RI EXVLQHVV SURFHVV RXW VR KX UFHUNU EXV ROEDULE
PDUNHWLQJ FKDQQHOV RQ D JOREDO EDVLV DQG RUJDQL]H FXVWRPHU URXQGWDEOHV DQ
DQG GLJLWDO SURJUDPKN KINGHVIKPMIHWH[WHQGHG RXU EUDQG DZDUHQHVV WKURXJK VSR
DV WKH $PHULFDQ ,QVWLWXWH RI &H WS | MHKCH 3, QO LFV$AF R XRQ WD QVVH RHUIQW $FFRXQWDQW
,QWHUQDWLRQDO RU )(, WKH ,QVWLWXWH RI &KOHWW HUH ® §EFRXGWNYRNLDW (RDORIQEKDQ
$FFRXQWDQWYV RU $&&$

Technology, Operations and Development

THFKQRORJ\

2XU SODWIRUP KDV EHHQ GHVLIJQHG WR GHOLYHU D FRQVLVWHQW VFDODEOH KLJK ¢
LV HOQDEOHG E\ UXOHVY HQJLQHV IOH[LEOH WHPSODWHY UROH EDYV HGGHAUNIDR RK UD QRSV M
VLQJOH FRGH EDVH DQG YLD D PXOWL WHQDQW DUFKLWHFWXUHS$20OWED R Q@ LFDXAWHNVER P WD E NKH,
RI RXU SODWIRUP DQG DFFHVV LWHWKWULFOALIK DEGEEVEMUURZ/MHHDGLQJ KDUGZDUH DQG VRIWZDL
REMHFWLYHV

6FDODELOLW\ DQG 3HRIRWBDEMHRUP VXSSRUWV D KLJK VXVWDLQHG OHYHO RI FOL
EDVH ZKLOH UHPDLQLQJ KLJK SHUIRUPLQJ DQG UHOLDEOH 2XU LQIUDVWUXFWXUH L
DEVRUE VSLNHVH Q@ XWR PRQLWRU DSSOLFDWLRQ SHUIRU P D/QFE I DH)GH QOWE! 1 JYUHBEHD \D |
SODWIRUP LQFRUSRUDWHY WHFKQRORJLHV WR PDQDJH YROXPH ZLWKLQ WKH VROXV
YROXPH WUDQVDFWLRQ SURFHVVLQJ HQJLQH DQG D FXVWRP EXLOW XVHU LQWHUIDI

SHOLDELOLXWLQJ ZH KDG QR XQVFKHGXOHG GRZQWLPEFDXGLQJ VW RM®DXO B'GDRD
GDWD LV PLUURUHG EHWZHHQ SULPDU\ DQG IBIGWHY W B XEDADI FH D QG G\ VOWRMLG L

JOH[LELOL2XU DSSOLFDWLRQ DUFERKWHFWEOR AW XPRBRODAULFNO\ UHOHDVH QHZ SURC
FRPELQLQJ DQG FRQILIJXULQJ H[LVWLQJ FRPSRQHQWYVY 2XU GHYHORSPHQW KDV DOz
VXSSRUW D ZLGH DUUD\ RI FOLHQWY DQG EULQJ QHZ SURGXFWV WR PDUNHW ZKLOH
EDVH

6HFXULW\

'XH WR WKH VHQVLWLYH QDWXUH RI WKH GDWD ZH VWRUH IRU RXU EQILYRQWNVU XHWSXQD-
SURGXFWY DUH GHVLJQHG WR PHHW DQG H[FHHG ULJRURXV VHFXULW\ VWDQGDUGY DQG V
WKHLU GDWD
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:H PDLQWDLQ D FRPSUHKHQVLYH LQIRUPDWLRQ VHFXULW\ PDQDJHPHQW V\VWHP WKD
DQG EXVLQHVV SURFHVVHV 7KLV VA\VWHP LQFOXGHV GHSOR\PHQW RI D YDULHW\ RI GHWH
DGPLQLVWUDWLYH VDIHIXDUGY 7KH FRQWUROV DUH UHJXODUO\ WHVWHG HEHRIMKHLRMHNLQ
FRPSOLDQFH ZLWK WKH ,62 IUDPHZRUN DQG ZH UHJXODUO\ XQBHWHIR.B§H WKB¥M ZH @
ZLWK UHJXODWRU\ UHTXLUHPHQWY DQG WKDW ZH HPSOR\ VHFXULW\ EHVW SUDFWLFHV $
VHFXULW\ SURJUDP 2XU LQIRUPDWLRQ VHFEXULW\ FRQWUROV DQG SUDFWLFHY LQFOXGH V
ZLWK FRPSUHKHQVLYH VHFXULW\ LOQFLGHQW GHWHFWLRQ DQG UHVSRQVH SURFHVV

2SHUDWLRQV

:H KRVW RXU SODWIRUP DQG VROXWLRQV IRU RXU FXVWRPHUV L®QUGDWILED FIHQIW YD/ 19Q |
DQG (XURSH $PVWHUGDP 1HWKHUODQGYV D g G RROGHRE VA GRIJKIRQ.ILD) DARP IHWKHUODQGYV
DQG 90ZDUH 8. IRU XVH RI WKHVH GDWD FHQWHU IDFLOLWLHYV 7KRB¥B X0 EQO LPDIHYHSURHI
\HDU KRXUV D/IBDPNQ GD\V D ZHHN ZLWK YLGHR VXUYHLOODQFH UHGXQGDQW SRZHU DQG
ELRPHWULF DFFHVV 1HWZRUN HTXLSPHQW VHUYHUV DQG DSSOLHDDNQR @V DWN RPOIDEW GR
12& WR PRQLWRU SHUIRUPDQFHKRXWD WMHADMHIXODUO\N FRQGXFW ULVN DQG VHFEXULW\ DVVH
WKHLU 66%$( 62& DQG RU ,62 DWWHVWDWLRQVY DQG FHUWLILFDWLRQV WR HQVXUH WKk
DYDLODELOLW\ DQG VHFXULW\ RI RXU VHUYLFHV

'"HYHORSPHQW

2XU UHVHDUFK DQG GHYHORSPHQW RUJDQL]DWLRQ IRFXVHV RQ GHYHORSLQJ QHZ VRI
VRIWZDUH DQG TXDOLW\ DVVXUDQFH WHVWLQ2XWEHWPSDRYK @R BXGHYRIDHR SWFHFX\Y RRAURDQ L
/RV $QJHOHV &DOLIRUQLD KHDGTXDUWHUV ZKHUH ZH DUH FRPPLWWHG WV RQUYHIFWAK VX E @ W
UHVRXUFHV LQ UHVHDUFK DQG GHYHORSPHQW WR GULYH FRUH WHFKQRORJ\ LQQRYDWLRC

2XU UHVHDUFK DQG GHYHORSPHQW H[SHQVHV ZHUH PLOOLRQ PLOOLRQ DQG
DQG WKH WKUHH PRQWKY HQGHG O0DYXWK UHVHD WAKY BRBWEANHOORSPHQW H[SHQVHV DV
DQG IRU WKH \HDUV HQGHG 'HFHPEHU DQG DQG WKH WKUHH PRQWK

Competition

7KH PDUNHW IRU DFFRXQWLQJ DQG ILQDQFLDO VRIWZDUH DQG VHUYLFHV LV FRPSHWI
LQGXVWU\ VWDQGDUGY DFFRXQWLQJ UXOHV DQG JOREDO ILQDQFLDO UHJXODWLRQV

:H FRPSHWH ZLWK YHQGRUV RI ILQDQFLD/O LOXWHFKD WIOREQ ZHRDW X RUHR 7 8 HKV B V¥ LW 8 HAURLF
VRIWZDUH

:H EHOLHYH WKH SULQFLSDO FRPSHWLWLYH IDFWRUV LQ RXU PDUNHW LQFOXGH WKH
OHYHO RI FXVWRPHU VDWLVIDFWLRQ
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HDVH RI GHSOR\PHQW DQG XVH RI DSSOLFDWLRQV

DELOLW\ WR LQWHJUDWH ZLWK PXOWLSOH OHJDF\ HQWHUSULVH LQIUDVWUXFWXUHV
GRPDLQ H[SHUWLVH RQ DFFRXQWLQJ EHVW SUDFWLFHV

DELOLW\ WR LQQRYDWH DQG UHVSRQG WR FXVWRPHU QHHGY UDSLGO\

FDSDELOLW\ IRU ARQNHIXWMELROQ WG VFDODELOLW\ RI DSSOLFDWLRQV

FORXG EDVHG GHOLYHU\ PRGHO

DGYDQFHG VHFXULW\ DQG UHOLDELOLW\ IHDWXUHV

EUDQG UHFRJQLWLRQ DQG KLVWRULFDO RSHUDWLQJ SHUIRUPDQFH DQG

SULFH DQG WRWDO FRVW RI RZQHUVKLS

H EHOLHYH ZH DUH SRVLWLRQHG IDYRUDEO\ DIJDLQVW RXU FRPWBWQ VRR RX E FRIPGC HRN

JUHDWHU QDPH UHFRJQLWLRQ ORQJHU RSHUDWLQJ KLVWRULHYVY PRUH HVWDEOLVKHG FX)\
VLIQLILFDQWO\ JUHDWHU UHVRXUFHV

Intellectual Property and Proprietary Rights

2XU LQWHOOHFWXDO SURSHUW\ DQG SURSULHWBURXUUK®W DUDYPISRQM B Q Q¥GCGMR IRXD
SULPDULO\ UHO\ RQ FRS\ULJKW WUDGH VHFUHW DQG WUDGHPDUN ODZV WUDGH VHFUHW
FXVWRPHUV SDUWQHUV DQG RWKHUV WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJI
EHOLHYH WKDW IDFWRUV VXFK DV WKH VNLOOV DQG LQJHQXLW\ RI RXU HPSOR\HHVY DQG W
FRQWULEXWRUV WR RXU VXFFHVV LQ WKH PDUNHWSODFH

'"HVSLWHIRMWWIWR SUHVHUYH DQG SURWHFW RXU LQWHOOHFWXDO SURSHUW\ DQG SU
UHYHUVH HQJLQHHU RU RWKHUZLVH REWDLQ SRUWLRQV RI RXU VRIWZDUH &RPSHWLWRU\
VDPH PDUNHW DV RXU SURGXFWV B8QDXWKRUL]JHG GLVFORVXUH RI RXU FRQILGHQWAVD RILR
MXULVGLFWLRQV PD\ QRW SURWHFW RXU LQWHOOHFWXDO SURSHUW\ DQG SURSULHWDU\ L
6WDWHV 7KH ULVN RI XQDXWKRUL]JHG XVH RI RXU SURSULHWDU\ DQG LQWHOOHFWXDO SU
WKH 8QLWHG 6WDWHYV

7KLUG SDUW\ LQIULQJHPHQW FODLPV DWHVOIONRD SRV \DME DRI WZ IRKH IXQREXWMWRQPD OLW\ D
RYHUODS ZLWK RWKHU LQGXVWU\ VHIPHQWYV

Information about Segment and Geographic Revenue

,QIRUPDWLRQ DERXW VHIJPHQW DQG JHRJUDSKLF UHYHQXH LV VHW IRUWK LQ 1RWHYV
HOVHZKHUH LQ WKLV SURVSHFWXV

Employees and Culture

:H EHOLHYH RXU HPSOR\HHV DQG FXOWXUH DUH |XBNHRIXHIQM X Q G\HRJ FOXQUG VEXKFLFFHHODH/F &'
RXU FRPSDQ\ VLQFH LWV LQFHSWLRQ LQ DQG KDV EXLOW DQG
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PDLQWDLQHG D FXOWXUH FRPPLWWHG WR HPSRZHULQJ RXU HPSOR\HHVY DQG FRPPXQLWLH
YDOXHYV DV D FRPSDQ\ GHGLFDWHG WRRDODQOERDWIWNVR RO Q@ ¢ DHWLRQLWO® G VHUYLFH WR HDI

:H VHHN WR KLUH WDOHQWHG HPSOR\HHY DQG DUH IRFXVHG HRQRUKHWR OR\QW HUHD FF &
SHUIRUPDQFH GULYHQ ZRUNLQJ HQRISHRQPEQWREHUW EQWPXQLAWDWLRQ DQG DFFRXQWDE
PL[ILQJ WKHVH LPSRUWDQW IHDWXUHV ZLWK DQ HOHPHQW RI IXQ ZH VHHN I/RHP®WUR XD RQ
UHFRJQLWLRQ DV D EHVW SODFH WR ZRUN LQ WKH /RV $QJHOHV DUHD LQ DQC

0DQ\ RI RXU HPSOR\HHV KDYH SUHYLRXV O HZRHUMNHG HRW KRXYUXEXMYROH SR VLW LR IHF WV
SURGXFWY ZKLOH DOVR HQKDQFLQJ WKH XVHU H[SHULHQFH IRU RXU FXVWRPHUV 2XU GH"
DFFRXQWLQJ DQG ILQDQFLDO SURFHVV LQIRUPV RXU GHFLVLRQV UHJDUGLQJ SURGXFW Gt

:H DOVR EHOLHYH LQ PDNLQJ D SRVLWLYH LPSDFW RQ RXU FRPPXQLWLHV (DFK \HDU
FXVWRPHUV WR SHUIRUP D GD\ RI FRPPXQLW\ VHUYLFH LQ WKURXJK D MRLQW HYHQW
YROXQWHHUHG WKHLU WLPH WR GLVWULEXWH IRRG WR ORFDO QHHG\ UHVLGHQWYV ,Q
$WODQWD EDVHG +DELYWMD WHRIHEX WIRQUWEXLOG KRPHV LQ WKH FLWLHV RI &KLFDJR DQG $!

$V Rl ODUFK ZH HPSOR\HG 1RQRISRHRMXIREPOOR\HHY DUH UHSUHVHQWHG E\ D
FROOHFWLYH EDUJDLELIQIYDIQRMWPHEWULHQFHG DQ\ ZRUN VWRSSDJHV DQG ZH FRQVLGHL

Facilities

2XU SULQFLSDOIIH{HWXDWIHY B RADWHG LQ /RV $QJHOHV &DOLIRUQLD ZKHUH ZH RFFXS\
OHDVH WKDW H[SLUHW DQVRQRFFXS\: DGGLWERQD®ROMHBONEA RI&KLFDJR ,00LRENV 1RE &DQ\
/IRQGRQ WKH 8QLWHG .LQJGRP OHOERXVWHD®XDWIDWID )GABQFHN -RKDQQHVEXUJ BRXWK
/XPSXODOD\\DL@F X BHDWDGD (GH 1HWKHUODQGH EBQGHMH WIKDRW IR XU SURSHUWLHY DUH Jt
IRU WKH IRUHVHHDEOH IXWXUH ,Q DGGLWLRQ WR WKH H[WHQW ZH UHTXLUH DGGLWLRQD
FRPPHUFLDOO\ UHDVRQDEOH WHUPYV

Legal Proceedings

JURP WLPH WR WLPH ZH PD\ EH VXEMHFW WR OHJDO SURFHHGLQJYV DULVLQJ LQ WKH
SDUWLHY PD\ DVVHUW LQWHOOHFWXDO SURSHUW\ LQIULQJHPHQW FODLPV DJDLQVW XV L(
WKLV SURVSHFWXV ZH DUH QRW D SDUW\ WR DQ\ OLWLIJDWLRQ WKH RXWFRPH RI ZKLFK L
UHDVRQDEO\ HI[SHFWHG WR KD YHFW ROEWRXIW DA \DXEOWYVH REHUDWLRQVY SURVSHFWV FDVK
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MANAGEMENT

([HEXWLYHFRUY 'LUHFWRUV DQG .H\ (PSOR\HHYV
7KH IROORZLQJ WDEOH SURYLGHV LQIRURFWUR Q GIHUHDARNGR QY BRRG NMHAFKRVIORNRHY DV

Name Age Position
Executive Officers:
7TKHUHXHNHU &KLHI ([HFXIWEMH PIQG 'LUHFWRU
&KULV 0XUSK\ &KLHI GHYHQKRHU2I
ODUN 3DUWLQ &KLHI )LQDIQFIHRO 21
.DUROH ORUJDQ 3UDJHU &KLHI /HIDO DQG $GPLEFEHWWUDWLYH 21
Non-Employee Directors:
-DVRQ %DEFRNH 'LUHFWRU
-RKQ %UHQQDQ &KDLUPDQ
:LOOLDRA WKLI '"LUHFWRU
+ROOLH +D\QHV 'LUHFWRU
*UDKDP 6PLWK 'LUHFWRU
7TKRPDV 8QWHUPDQ 'LUHFWRU
Other Key Employees:
OD[ 6RORQVNL &KLHI 6HFXURMU 21
ODULR 6SDQLFFLDWL &KLHI ODUNHWHQJDXJG 'LUHFWRU
.DUHQ )ODWKHUV &KLHI &XVWIRFPFHU 21

([HEXWLYHFRIUV

TKHUHXHANHY RXU IRXQGHU DQG KDV VHUYHAQLFHROWDE&KLPHABARXNWLUYRX2PIERDUG RI G
BULRU WR IRXQGLQJIOWKHNRPSEQYHG PNQROAMIKFRY IRU 6 EDD/X®\76\VWHPYV ,QF D SURYL:
VROXWLRQV DQG LQIRUPDWLRQ WHFKQRORZIXPNHUY KRIDGVIDR® 6 LWRXRPSXYWHU 6FLHQFH C
RI ,OO0LQRLY DW 8B8UEDQD &KDPSDLJQ

OV7XFNHU LV D YDOXDEOH PHPEHU RI RXU ERDUG RI GLUHFWRUV SRVVHVVLQJ RYHU
DQG WKH RSHUDWLRQDO LQVLIJKW DQG H[SHUWLVH VKH KDV DIEFXRIXODWHG DV RXU IRXQG

&KULV OXUBK\VHUYHG DV RXU &IKEMHIUSWLYQRHX B D2 F K 3ULRIXWRKMR HQ Y®5 ORAH 63HIH\F
DQG *HQHUDO 0DQDJHU Rl WKH )LQDQFLDE 6 POXWRARBHUURKXEXRUQHMRWPDQDIHPHQW HQW
YHEUXDU\ YURP 0D\ WR )HEUXDIK\ VHUWHIGFB\BWHVL GHQW RI *OREDO 6DOHV 2SHUD\V

SURYLGHU RI FXVWRPHU FRQWDFW PDQDJHPHQW VRO XWLRGBK\ )WHREPY HOHER B WK\H. 6 WERWO R ¢
2SHUDWLRQV IRU GLYLQH LQF UMPR ARWREHYHW LWRX-BHOWMEK\ VHWYHG LQ YDULRXV ILQDQF
7THFKQRORJ\ ,QF D PDQDJHPHQW VRIWZD,QHRUP® \&DRD EBVRXARHSD QQF D PDQE HBWQ LUMHNG
&HOOXODU &RUSRUDWLRQ D SURYIEHSKR I KROQED DWDVOVH WY LERP &MHBDOG \8 GLYHO QMWD G W
%XVLQHVV D % 6 LQ ILQDQFH IURP 8QLYHUVLW\ Rl 6RXWK &DUROLQD 'DUOD ORRUH 6FKR
&DUROLQD &ROXPELD

ODUN 3DKBDAL@HUYHG DV RXU &KEHIU)VQQBRHLDQXDU\ UHDQGUBIW RXQFH )HEUXDU\
OU 3DUWLQ VHUYHG DV WKHF&KLHRYLQEBBDODLQ N |
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&RPPXQLFDWLRQV &RUSRUDWLRQ QRZ 0DD6 DQ ,%0 &RPSDQ\ DQ (QWHUSULVH ORELOL

OU3DUWLQ VHUYHG LQ YDULRXV VHQLRU ILQDQFLDOQHRO HE FIR Y R R RITBAHER(QX B MW 0
,QF DFTXLUHG E\ 6XQ +HDOWKFDUH *URXS ,QF $PHULFDQ +HDOWK ,PDJLQJ D3®D®& WIODE
&3 DQG DXGLWRU ZLWK $UWKXU $QGHUIMHOW LQRK RQGCHWDD QD $ *DURE +DUYDUG %XVLQHV
DGPLQLVWUDWLRQ IURP QUXHVEB®HYHUVLW\ RI 7

.DUROH ORUJD KBYDUHWYHG DV R XU LEKILH V LIQFHO 0DI\ DQG DV RXU 6HFUHWDU\ VLQF
&KLHI /HIJDO DQG $GPILEHW W Q W WRE B U 3ULRU WR MRLQLQJ XV 0V ORUJDQ 3UDJHU VI
BHFUHWDU\ Rl OF&ODWFRHZRSBSHIPY DQG L Q WHRIQ HID \S X E OW. R KOHDU 6 KH ZHD \3 lHDWLHEGH QW F
OF&ODWFK\ &RPSDQ\ LQ OPH 3UMVIGHQW &RUSRUDWH 'HYHORSPHQW LQ 0D\ JURP 1RY
3UDJHU VHUYHG DV $VVRFLDWH *HRHV DQ ULRRXQ SR SIRPYS DISHH T SXEOLVKLQJ FRP SD QL BWKIHA
JURP 2FWREHU WR 2FWREHU OV ORUJDQ 3UDJHU ZDV DQ $VVRRZIRUNH QL \WR WRHS®RD
PDWWHUV 0OV ORUJDQ 3UDJHU KROGV D -' IURP WKH 8QLYHUVLW\ Rl &DOLIRUQLD /RV $(C
8QLYHUVLW\ RI 1HYDGD

1RQ (PSOR\HHHFWRUYV

-DVRQ %DEFBWHWHUYHG DV D PHPEHU RI RXU ERDUG RI G L UADFE\FARRUN\H \KLDQVF M FBW\SI\GH P & HL
RI 6XPHUX (TXLW\ 3DUWQHUV D SULYDWH HTXLW)\ ILUP%DEGRNHBDVKVHUYGIGQBEM DXBULQFL
6XPHUX D PLGGOH PDUNHW LQYHVWPHQW JURXS RI 6LOYHU /DNH D JORED @ SERRNDKN ARLUM
6\PSKRQ\FKQRORJ\ *URXS D SULYDWH HTXLW\ ILUP )URBEK®NH VHUR $&JXVW 6HQDRU 0DC
7THFKQRORJLHV D ELRWIRPK)AEBXDQ\ WR ODWBEFRNHOMHUYHG DV 'LUHFWRU RI (QJLQHH
D QDQR GHSRVLWLRQ WHPKPROWRHG FRPIRYGAOOXV )URP -XO\ % DWRR-NH X Bl URQIVE XD\ 2D S L W
$VVRFLDWH IRU 7KH 6SDUN *URXS D WHFKQRORJ\ IREF% D HBRINMHY ¥ N WPHIND W \VJ D RSP BHW BRH @
%XLOGLXP //& DQG 6QRZ%OREIMRNHM KROGY DQ 0 % $ IURP +DUYDUG %XVLQHVV 6FKRRO DOQ
IURP 6WDQIRUG 8QLYHUVLW\ DQG D % 6 LQ OHFKDQLFDO (QJL QHMADEFIRNIR B VS Q LY HWIVIWHH
6XPHUX

OU %DEFRNH EULQJY YDOXDEOH H[SHULHQFH LQ YHQWXUH FDSLWDO LQYHVWLQJ DQG

-RKQ %UH®QDQYHUYHG DV D PHPEHU RI RXU ERDUG Rl GLUHFWRUV VLQFH 6HSWHPEHU
0U %UHQQDQ FRIRXQGHG 6XPHUX (TXLW\ 3DUWQHUV D SULYDWH HTXLW\ ILUP DQG KDV VK

0U%UHQQDQ KDV VHUYHG DV D 0DQDJLQJ 'LUHFWRU IRU 6LOYHU /DNH 6XPHUX D PLGC
HTXLW\ ILUP )URP -XQH WR YHEHX@LQ VHUYULG 1D\ BHQLKRWQIW Rl 30DWIRUP 6RIWZDUH |
,QFRUSRUDWHG D FRPSXWHUU%RINZOL® ¥RP%BG\D\BBHQLGWQIN RI 60% 6HIPHQW 2SHUDWL
&RPSD@Q LQIRUPDWLRQ WHFKOQRORIO FRPERQ\X QH DQG DV 3ULQFLSDO DQG $VVRF HFW¥
3UDFWLFH IRU $FFHQWXUH 6WUDWHJLF 6HUYLFHY D PDQDJHPHQW FRQVXNBW ISYJIXWWFKQR

&XUUHQWOUHQQDQ VHUYHV DV D PHPEHU RI WKH ERDUG RI GLUHFWRUV IRU )RUH)OHI
'LJLWDO 5HDVRQLQJ 6\WWHPV ,QF %UH® BXQCKROXPV D& ®Y $ IURP 8QLYHUVLW\ RI &DOLIF
DQG D % $ LQ +LD@WHRBQLYRBRMUWQQDQ LV D GHVLIJQHH RI 6LOYHU /DNH 6XPHUX
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oOU %UHQQDQ EULQJY YDOXDEOH PDQDJHPHQW H[SHULHQFH DV ZHOO DV H[SHULHQFH
FRPSDQLHV WR WKH ERDUG RI GLUHFWRUV

- LOOLDPLYWKDN VHUYHG DV D PHPEHU RI RXU ERDUG RI GLUHFWRUV VL QAH BWHKSKHP EH |
SDUWQHU RI ,&21,4 &DSLWRBD SODRK®W BRPSDQ\ RI DQ LQGHSHQGHQW 6(& 5HIJLVWHUHG ,Q"
BWRFNKROGHUV )URP -DQXDU\ WRLWKHPEW WD SULYPURP SYKVWRU WR 'HFHPHEHWK ZDI
HPSOR\HEBFAKAQRORJ\ &URYWRYHLWY 9D SULYDWH HTXLW\ DQG YHQWXUH FDSLWDO ILUP DQG '
MRLQHBKRORJ\ & URY WRKYHHWUIOWK VHUYHG DV DQ $VVRF L DMOHVDRUH % HD FSRUQ ¥ D RKSHIT X LW\ 11
ORUJDQ &KDVH &R %HIRUH MR HQWOXUKKDIBIER VHRXS G DV DQ ,QYHVWPHQW %DQNDQILGDRQ
VHUYLFHV FRXIDGMUYOLWK VHUYHV DV D %RDUG PHPEHU IRU $JHHEIKQFOWRILGN* UMM KDOQRSO:
0% $ IURP 6WDQIRUG 8QLYHUVLW\ *UDGXDWH 6FKRRO RI %XVLQHVV DQG DQ $ % UL K LLWV
GHVLJQHH RI ,FRQLT

OU *ULWK EULQJY YDOXDEOH H[SHULHQFH WR WKH ERDUG RI GLUHFWRUV ERWK DV D!
UHVXOW RI KLV VHUYLFH DV D ERDUG PHPEHU IRU SULYDWH DQG SXEOLFO\ WUDGHG FRPS

+ROOLH +BEDQMHVHUYHG DV D PHPEHU RI RXU ERDUG RI GLUHFWRUV VLQFH 6HSWHPEHU
SULYDWH HTXLW\ ILUP DQG KDV VHUYHG DV LWV 0DQDJLQJ 3DUWQHU VLQFH -DQXDU\
IRU 6LOYHU /DNH 6XPHUX D PLGGOH PDUNHW LQYHVWPHQW JURXS RI 6LOYHU /DNH D JOF
JURP -XQH WR -XO\ OV +D\QHV VHUYHG LQ YDULRXV DQDO\VW UROHV IRU +HO(
6WDQOM\LQYHVWPHQW EDOW N+ DARBYVHHNAOYHY DV D PHPEHU RI WKH ERDUG RI GLUHFWRUV F
DQ O % $ IURP 6WDQIRUG 8QLYHUVLW\ *UDGXDWH 6FKRRO RI %XVLQHVV D QEDDb@HY %V LDQ
6LOYHU /DNH 6XPHUX

Ov +D\QHV LV D YDOXDEOH PHPEHU RI RXU ERDUG RI GLUHFWRUV EULQJLQJ H[SHULF}
ERDUG PHPEHU IRU SULYDWHO\ KHOG FRPSDQLHV

*UDKDP 6PHBWKVHUYHG DV D PHPEHU Rl RXU ERDUG RI166 L WHFWRIMH & LDV BEEMVIL GII® \
6DOHVIRUFH ,QF D SURYLGHU RI FXVWRPHU UHODWLRQVKLS PDQDJHPHQW VRIWZDUW IU
(I[HEXWIL¥FH BUHVLGHQW )LQDQFH IURP $XJXVW LFNMRROBYEGHQW [0 BBXKEYH 9URP QMLWDRX 2
$XIXVW DQG ([HAKWUMWLSHQW DQG &KAHU )HYDDFLWE PURP 'HFHPEHU WR ODUFK
'"HFHPEHU 6@UWK VHUYHG DV &KILFH U LRIDSGFLBHQW IBRIWZDUH ,QF D SURYLGHU 6GALMRUW
VHUYHG DV D PHPEHU RI WKH ERDUG Rl GLUHFWRUV IRU 6SOXQN ,QF D SURYLGHU RRQRSt}
SURYLGHU RI VRIWZDUH WR WIQFZHBPOQXNVV\LQGXWWR\ ,QF D SURYLGHU RI RQOLQH DFFR
&LWUL[ 6\VWHPV ,QF D SURYLGHU RI ZRUNSOD F H FIRWM ZHORIBG W IDQF H6 FH FLHP EFHRUIQ RP L BV D Q
%ULVWRO LQ (QJODQG DQG TXDOLILHG DV D PHPREHUWDIQWK/H L@ \DEIEWDXQ/GHDRIGE KDUWHUH G

OU 6PLWK EULQJY YDOXDEOH H[SHULHQFH WR RXU ERDUG RI GLUHFWRUV LQFOXGLQJ
DQG D GLUHFWRU IRU SXEOLFO\ WUDGHG FRPSDQLHV ZKHUH KH KDV VHUYHG RQ YDULRX\

7TKRPDV 8QWHKDRDYHUYHG DV D PHPEHU RI RXU ERDUG RI GLUHFWRUSOM/IQBRADQ KBNVQW
3DUWQHU IRU 5XVWLF &DQ\RQ 3DUWQHUV DQ HDUO\ VWDJH
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YHQWXUH FDSLWDO ILUP ZKLFK KH IRXQGHG LQ 6HSWHPEHU 8QWHRIP BRIXNWY HGLER (HHH
3UHVLGHQW DQG &KILHIH. RIL@RNDDLPIURU &ROEZYSDSHU SXEOLVKLQJ FRPSD QL BWKDHVARD \&
OU 8QWHUPDQ VHUYHV DV &KDLUPDQ RI WKH %RDUG RI WKH &DOKORORID '&R PRMRBLM\Q MRS
RI WKH &DOL|RUBAKH W BWWIZUHPHQW 6\WWHP DQG D 'LUHFWRU R| QR HUBRIASOWQ BBV H®H \D
DV D GLUHFWRU IRU VHYHUDO Rl WKH 5XVWLF &DQ\RQ SRUW I ROQISR) WRPSDQLKR OBYGD3 U D H €
&KLFDJR DQG D % $RRGRRZWHKMWVRQ 6FKRROQURI BWEDWIEQFHWRQ 8QLYHUVLW)\

OUB8QWHUPDQ LV D YDOXDEOH PHPEHU RI RXU ERDUG RI GLUHFWRUVLEHU RILD BXEKEV
DV DQ LOQYHVWPHQW SURIHVVLRQDO DQG DV D GLUHFNWRR REHDULIHNSTRNWKRHKWPMEB ER ORIV KRS\
DQG FRQWLQXLW\ WR WKH ERDUG RI GLUHFWRUYV

2WKHU .H\ (PSOR\HHV

.DUHQ )ODMKIHQH/G XV LQ 6HSWHPEHU D VI IRPHIUBIKRWH WX MR RPHI2AV 0V )ICAHWHKHUWM
*OREDO )LHOG 2SHUDWLRQV RI =RXUD ,QF D SURYLGHU RI 6DD6 EDVHG ELOOLQJ FRPPHL
6HSWHPEHU OV )ODWKHUV DOWRRB¥HWUHS/ DG/HERKBDRHVVLRQDO 6HUYLFHV IURP 6HSW
6HSWHPEHU WR -XQH OV )ODWHKHUWUVIVHVYB8B8 @V 6HQYRAHY DQG 6XSSRUW *HQHUDO
THFKQRORJLHV //& D SURYLGHU RI 6DD6 DQG RQ SUHRIRPH-BRARWL R Q WWRR6 WKW HEVE HQJL W\
LQ YDULRXV VHQLRU SURIHVVLRQDO VHUYLFHV UROHV IRU 6$3 $PHULFD ,QF D GHYHORS
%URZQ 8QLYHUVLW\

OD[ 6ROR®WVNLVHUYHG PN RXHWWAGHQW RI ,QIRUPDWLRQ 6HFXULW\ IURP ODUFK WR .
2ILFHU LQ 2FWREHU JURP 1RYHPEHU 6ROWQVWNDIWUFY¥KUYHXODY 6HQLRU 0DQDJHU RI ,QIRU
ODWWHO ,QF D PXOWLQDWLRQDO)WRP PBRXXDRW XUL®YR ARKFPEHRQVNLOMHUYHG DV 0DQD
,QIRUPDWLRQ 6HIFRWILWO CRERUSRUDWLR @ HDOGH RI WKRISBROQOGEHQWHU FRPSDQLHYV )URP $¢
OU 6RORQVNL VHUYHG DV 0DQDJHU RIDQORWPBWRR Q (QMAXWWWLQRHQW ,QF )WIRP HGWHWWDL

OUGB6RORQVNL VHUYHG DV 6HQLRU 6MHEWULWQ $Q &BRPBIAMIUQDRHLRQDO PDVV PHGLD DQG

ODULR 6SDQMRAIIHMEL XV LQ DQG KDV VHUYHGIDNHRIXVL QK HH2 FOVD R B H W D Q 8 SEUGHLYALFRLDWA
DV RXU &KLHI 68WRHUNHRR$XJIXVW WR 2FWREHU LFMHQ®BUBV LROHDQ WHFXWIDNHBHHQ D PHF
GLUHFWRUV VLQFH 6HSWHPEHU 6 SIUQ.IRFUF MDRV M RAHULQHIGX NV (DQF ¥ GIVQ YWDW HR % DDGINILQD O, Q Y
GLYLVLRQ RREKUWIKDW RSHUVRQDOL]HG ZHDOWK PDQDJHPHQW SURGXFWV DQG \GISDQLFHFYD
D % 6 LQ$SPWEDVWUDWLRQ IURP &RUQHOO 8QLYHUVLW\

OU 6SDQLFFLDWL LV D YDOXDEOH PHPEHU RI RXU ERDUG RI GLUHFWRUV EULQJLQJ LP
2ILFHH DOVR EHOLHYH WKDW KH EULQJY KLVWRULFDO NQRZOHGJH RSHUDWLRQDO H[SHU
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Board Composition

2XU ERDUG RI GLUHFWRUV LV FXUUHQWO\ FRPSULVHGIRFWLYKW:BWMMERIUWKH WKUIQVRQ
LQLWLDO BXIE@L FRRI E\ 2FWREHU ZH LQWHQG WR LQFUHDVH WKH VL]H RI RXU ERDUC
GLUHFWRU ZKR ZLOO EH HOHFWHG WR VHUYH RQ RXU DXGLW FRPPLWWHH DQG ZKR VDWLYV
PHPEHUV HVWDEOLVKHG E\ DSSOLFDEOH 6(& UXOHV DQG WKH UXOHV RI WKH 1%$6'$4 6 WRF?"

2XU ERDUG RI GLUHFWRUV FRQVLVWY RI WKUHH FODVVHYV RI GLUHFWRUV HDFK VHUY
FODVV RI GLUHFWRUV GLUHFWRUV LQ WKDW FODVYVY ZLOO EH HOHFWHG IRU D WKUHH \HDL
H[SLUHV (DFK GLHBIFWRQWLQXHY XQWLO WKH HOHFWLRQ DRG KK QR LKKFHDW HR Q GRU HAL 5 HRIMJ\
$Q\ LQFUHDVH RU GHFUHDVH LQ WKH QXPEHU RI GLUHFWRUV ZLOO EH GLVWULEXWHG DPR
FROQVLRYHRWRILWE&EH GLUHFWRUYV

2XU &0ODVV , GLUHAWRHV DQKB OHVVUV 6SDQLFFLDWL DQG 8QWHUPDQ
2XU &0ODVV ,, GLUHFWRUV DUXWDBEFRNNQHY DQG 0U
2XU &0ODVV ,,, GLUHFWRUV DUIHWHK\WQUY 6 BILWMIQQDQ *ULI
2XU ERDUG RI GLUHFWRUVDVDRRQIUHMERABV LW RHQIRMJ RYHUVHHLQJ WKH FRQGXFW RI RXU I
DSSURYLQJ RXU ORQJ WHUP VWUDWHILF ILQDQFLDO DQG RUJDQL]DWLRQDO JRDOM PHAG CE
RWKHU PHPEHUV RI VHQLRU PDQDJHPHQW )RRO ERDICWKIHGHQBFRVRHDFEKLGIOWFRQGXFW DQ
LQFOXGHV D UHYLHZ RI DQ\ DUHDV LQ ZKLFK WKH ERDUG RI GLUHFWRUV RU PDQDJHPHQW

FRUSRUDWH JRYHUQDQFH DV ZHOO DV D UHYLHZ RI RXU FRPPLWWHH VWUXFWXUH DQG D(
JRYHUQDQFH SULQFLSOHV ,Q IXOILOOLQJ WKH ERDUG RI GLUHFWRUV UHVSRQVLELOLWLEF

6WRFNKROGHUV $JUHHPHQW

:H DUH SDUW\ WR DQ $PHQGHG DQ&JUHHWHPBWWGZEWR FRNKR QGIHYRM.SDO 6WRFNKROGHUYV
6WRFNKROGHUV $JUHHPHQW 3XUVXDQW WR WKH 6WRFNKROGHUV $JUHHPHQW RXU 3ULC
IROORZV

6LOYHU /DNH 6XPHUX LV HQWLWOHG WR GHVLJQDWH L VHYHQ GLUHFWRUV RI XS WEF

RZQV PRUH WKDQ RI WKH WRWDO QXPEHU RI VKDUHV RI RXU FRPPRQ VWRFN WKHQ RXW
EHQHILFLDOO\ RZQV RU OHVV EXW PRUH WKDQ Rl WKH WRWDO QXPEHU RI VKDUHV F
ORQJ DV 6LOYHU /DNH 6XPHUX EHQHILFLDOO\ RZQV RU OHVV EXW PRUH WKDQ R1 WK

RXWVWDQGLQJ LY WZR GLUHFWRUV IRU VR ORQJ DV 6LOYHU /DNH 6XPHUX EHQHILFLDOO
RXU FRPPRQ VWRFN WKHQ RXWVWDQGLQJ DQG Y RQH GLUHFWRU IRU VR ORQJ DV 6LOYH
WRWDO QXPEHU RI VKDUHV RI RXU FRPPRQ VWRFN WKHQ RXWVWDQGLQJ

,FRQLT LV HQWLWOHG WR GHVLJQDWH RQH GLUHFWRU IRU VR ORQJ DV ,FRQLT EHQHI
VWRFN WKHQ RXWVWDQGLQJ
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6LOYHU /DNH 6XPHUX DQG ,FRQLT GHVLJQHHV WR RXU ERDUG RI GLUHFWRUV ZLOO HEL
ZKLFK WKHLU UHVSHFWLYH ERDUG WHUPV H[SLUH ,I 6LOYHU /DNH 6XPHUX RU ,FRQLT PHH
WR VXFK DQQXDO PHHWLQJY WKH 6LOYHU /DNH 6XPHUX RU ,FRQLT GHVLJQHHYV ZLOO EH (C
DW VXFK DQQXDO PHHWLQJ 7KH 3ULQFLSDO 6WRFNKROGHUV ZLOO DJUHH WR YRWH WKHL
DGGLWLRQ 6LOYHU /DNH 6XPHUX DQG ,FRQLT VKDOO EH HQWLWOHG WR GHVLJQDWH WKH
DSSOLFDEOH ZKRVH ERDUG VHUYLFH WHUPLDWHWPS UQ RHWD MR AR K H HEQV® DRAI GV KEHRI@GALEXHERHBR
GHVLIJQHHV DV DSSOLFDEOH PXVW FRPSO\ ZLWK DSSOLFDEOH ODZ DQG VWRFN H[FKDQJF

6LOYHU /DNH 6XPHUX KDV GHVLJQDWHG OHVVUV %DEFRNH DQG %UHQQDQ DQG 0OV +D
KDV GHVLIQDWHMKOEXUVXDQW WR WKH 6WRFNKROGHUV $JUHHPHQW

OV7XFNHU DQ@®DQLFFLDWL DUH DOVR HDFK EH HQWLWOHG WR PHPEHUVKLS RQ RXU E
OV 7XFNHU R&SOWLFFLDWL FHDVHV WR EH HPSOR\HG E\ WKH FRPSDQ\ IRU DQ\ UHDVRQ DQG
QXPEHU Rl VKDUHV RI RXU FRPPRQ VWRFN RXWVWDQGLQJ L VKH RU KH ZLOO EH UHTXLUI
GLUHFWHRAUWLMH RQO\ XSRQ DFFHSWDQFH E\ RXU ERDUG RI GLUMFIWRY W PQIE GV FRIXW ERQ L
UHVLJQDWLRQ ,I RXU ERDUG Rl GLUHFVFENWY W RMSFGLF AMOIWUH B VIROSAIRRDEOMH ZLOO FRC
GHVLJQDWHG IRU PHPEHUVKLS RQ RXU ERDUG RI GLUHFWRUV SURYLGHG WKDW RXU ERDL
GLUHFWRUV H[FORGANHUERGE MYLFFLDWL WR UHT XHVH MOFW LRIQU HFRIPRRXU ERDUG RI GLL
GLUHFWRUV GHWHUPLQHV VXFK UHVLJQDWLRQ ZR X OWH EBIULGD WKW FEIHWW HL Q WRHEHHY \R V \RA DAY
OV7XFNHU R&SOWLFFLDWL

6LOYHU /DNH 6XPHUX VKDOO DOVR KDYH WKH ULJKW WR KDYH RQH GHVLJQHH VHUYH
ZLWKLQ RQH \HBBWUYWKGDAMH Rl WKH UHJLVWUDWLR [H VIMDPW MFZHRQ @/H ML RKKVLOH WYL D R G XE
DQG WZR GHVLJQHHV VHUYH RQ WKH QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLW
UXOHV VR ORQJ DV 6LOYHU /DNH 6XPHUX RZQV DW OHDVW RI WKH WRWDO QXPEHU RI \
$JUHHPHQW VXEMHFW WR FHUWDLQ H[FHSWLRQV DOVR SURKLELWV XV I[URP LQFUHDVLQ!
FRQVHQW RI 6LOYHU /DNH 6XPHUX VR ORQJ DV 6LOYHU /DNH 6XPHUX RZQV DW OHDVW F
RXWVWDQGLUQOLDMHHWIRI HDFK RI WKH 3ULQFLSDO 6WRFNKROGHUV KDYH DJUHHG WR YRW!
DERYH

Director Independence

2XU ERDUG RI GLUHFWRUYV KDV XQGHUWDNHQ D UHYLHZ RI LWV FRPSRVLWLRQ WKH F
GLUHPAMRMUHG XSRQ LQIRUPDWLRQ UHTXHVWHG IURP DQG SURYLGHG E\ HDFK GLUHEWIRDJVER
LQFOXGLQJ IDPLO\ UHODWLRQVKLSYV DQG FRQ@RQCGCHELARBHENY B H GKDW L RIQV K LIRSV W IRP Y DHQD F
FLUFXPVWDQFHV RXU ERDUG RI GLUHFWRUY GHHPHG UHOHYDQW LQ GHWHUPLQLQJ WKHLU
GLUHFWRUV RWXHNHWKDDESMOQLFFLDWL DUH LQGHSHQGHQW GLUHFWRUV DV GHILQHG XQ
DGGLWLRQ RXU ERDUG RI GLUHFWRUV GHWHUPLQHG WKDW OHVVUV 6PLWK DQG 8QWHUPIL
LQGHSHQGHQFH VWDQGDUGYV IRU DXGLW
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FRPPLWWHH PHPEHUV HVWDEOLVKHG E\ DSSOLFDEOH 6(& UXOHVY DQG WKH UXOHV RI WKH
0OV +D\QHV D@®KWQQDQ ZKR DUH PHPEHUV RI RXU FRPSHQVDWLRQ FRPPLWWHH VDWLVI\ \
FRPPLWWHH PHPEHUV HVWDEOLVKHG E\ DSSOLFDEOH 6(& UXOHVY DQG WKH UXOHV Rl WKH
0U %UHQQDQ BQWHWPDQ ZKR DUH PHPEHUV RI RXU QRPLQDWLQJ DQG FRUSRUDWH JRYHU!
QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLWWHH PHPEHUV HVWDEOLVKHG E\ DSS(

8QGHU WKH FRUSRUDWH JRYHUQDQFH UXOHV RI WKH 1$6'$4K BW RFHD € R G N HAL WZKH UDHW/HS H
LQGHSHQGHQFH DQG ERDUG FRP®RDWHNSH® LNRGYXEMTOUH HKKY WR KDYH D PDMRULW)\ RI LQG
FRPPLWWHH ZLWKLQ IHFBMAVHRGWWH Rl WKH UHJLVWUDWLR [HVIMDW DREQV IDRAUOR X Q GBS WQ (
ZLWKLQ RQH \HBBWUYWMKGDAMMH RI WKH UHJLVWUDWLR HVMPW RRHED\W FRAR RXU LQLWLDR® USRE
FRQVLVWHG RI D PDMRULW\ Rl LQGHSHQGHQW GLUHFWRUV XSRQ WKH OLVWLQJ GDWH RI F
FRPPLWWHH QR ODWHU WKD QsDEFREHULY FXUUBOWO\ VHUYLQJ RQ RXU D XSK DV FRIBP X IWONH
SHUPLWWHG E\ WKH UXOHV Rl WKH 1$6'$4 6WRFN ODUNHW

%HFDXVH WKH BULQFLSDO 6WRFNKROGHUV RZQ D PDMRULW\ RI RXU RXWVWDQGLQJ V'
UXOHV RI WKH 1$6'$4 6WRFN ODUNHW DQG ZH DUH HOLJLEOH WR UHO\ RQ FHUWDLQ FRUSF
FRPSDQXH GR QRW FXUUHQWO\ DQG GR QRW H[SHFW LQ WKH IXWXUH WR UHO\ XSRQ WKHYV

7KHUH DUH QR IDPLO\ UHODWLRQVKLSVY DPRQJLWFGWURI RXU GLUHFWRUV RU H[HFXWLYF

Board Leadership Structure

2XU ERDUG Rl GLUHFWRUV KDV DGRSWHG FRUSRUDWH JRYHUQDQFH JXLGHOLQHV WKI
OHDG LQGHSHQGHQW GLUHFWRU DW DQ\lWAHPW \ZHKBQHR XV EW KH | & KD X)\W DYHR2IWKH %RDUG
LQGHSHQGHQW 7KH OHDG LQGHSHQGHQW GLUHFWRU ZLOO EH UHVSRQVLEOH IRU FDOOLQ
DQG VHUYLQJ DV FKDLU RI PHHWLQJV RI LQGHSHQGHQW QIEGHFWRE \& KDHBSRD QY LRJJRWB BKD
UHJDUGLQJ IHHGEDFN IURP H[HFXWLYH VHVVLRQV VHUYLQJ DV VSRNHVSHUVRQ IRU WKH |
DV PD\ EH GHVLJQDWHG E\ D PDMRULW\ Rl WKH LQGHSHQGHQW GLUHFWRUV IURP WLPH WF

&XUUH@MGE\UROHYV RI &KLUHFHLHBPX\WGLAKD2IUPDQ D U HWHHSIDOON HD Q@ Q@ @ 'S W B G W DA/L Wi
&KDLUPDQ RI WKH %RDUG 2XU ERDUG RI GLUHFWRUV EHOLHY H\Q R BI\H K & MM YHPID@® LR) GMISH
WKH DSSURSULDWH OHDGHUVKLS VWUXFWXUH IRU RXU FRPSDQ\IDMHW KL \RERN R BFDPHY
VWUDWHJILF SODQ DQG PDWQ RBHUDRXNIR GRFABPE® SHUIRUPDQFH ZKLOH DOORZLQJ WK RAWIKYDHL
WKH ERDUG DQG LQGHSHQGHQW RYHUVLJKW RI RXU VHQLRU PDQDJHPHQW WHDP

Role of Board in Risk Oversight Process

5LVN LV LQKHUHQW ZLWK HYHU\ EXVLQHVV DQG ZH IDFH D QXPEHU RI ULVNV LQFOX(
FRPSOLDQFH DQG UWHWHERBRWHWWHRQDO@HG DQG LPSOHPHQWHG SURFHVVHV WR PDQDJH ULVN L
GD\ WR GD\
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PDQDJHPHQW RI ULVNV WKH FRPSDQ\ IDFHV ZKLOH RXU ERDUG RI GLUHFWRUV DV D ZKRC(
RYHUVLJKW RI ULVN PDQDJHPHQW 2XU ERDUG RI GLUHFWRUV UHYLHZV VWUDWHJLF DQG |
VHVVLRQV DQG UHSRUWYV IURP WKH PDQDJHPHQW WHDP DW HDFK UHJXODU ERDUG PHHWIL
UHJXODU ERDUG PHHWLQJ DQG HYDOXDWHYV WKH ULVNV LQKHUHQW LQ VLJQLILFDQW WUD
FRUSRUDWH JRYHUQDQFH SUDFWLFHV WKH LQGHSHQGHQFH Rl WKH ERDUG DQG SRWHQWI
LWV RYHUVLIJKW UHVSRQVLELOLWLHYV ZLWK UHVSHFW WR ULVN PDQDJHPHQW LQ WKH DUH
SURFHGXUHV OHJDO DQG UHJXODWRU\ FRPSOLDQFH DQG DOVR DPRQJ RWKHU WKLQJV ¢
DQG SROLFLHV ZLWK UHVSHFW WR ULVN DVVHVVPHQW DQG ULVN PDQDJHPHQW 2XU FRPS!
FRPSHQVDWLRQ SODQV DQG DUUDQJHPHQWY DQG ZKHWKHU RXU FRPSHQVDWLRQ SROLFL
WDNLQJ

2XU ERDUG RI GLUHFWRUV EHOLHYHV LWV FXUUHQW OHDGHUVKLS VWUXFWXRKUVERBE
EHOLHYHV QQRKDW[RKXMOLYHPDQ DQG RXU PDMRULW\ RI LQGHSHQGHQW GIIHAWMYRIU & DSODRQYHHG
PHPEHUV RI HIHFXWLYH PDQDJHPHQW RQ RXU ERDUG

Board Committees

2XU ERDUG RI GLUHFWRUYV KDV HVWDEOLVKHG D VWDQGLQJ DXGLW FRPPLWWHH FRP!
FRPPLWWHH $V GHVFULEHG DERYH SXUVXDQW WR WKH 6WRFNKROGHUV $JUHHPHQW 6Lt
DXGLW FRPPLWWHH XQWLO D QHZ LQGHSHQGHQW GLUHFWRU LV HOHFWHGVWRHVEDWH RQ W
VWDWHPHQW IRU RXHUL@UW RDJOES REWIRFER U WZR GHVLIJQHHVY VHUYH RQ WKH FRPSH(
WKH QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLWWHH VR ORQJ DV 6LOYHU /DNH |
FRPPRQ VWRFN WKHQ RXWVWDQGLQJ VXEMHFW WR FRPSOLDQFH ZLWK DSSOLFDEOH ODZ
DQG WKH UHVSRQVLELOLWLHY GHVFULEHG EHORZ

$XGLW &RPPLWWHHDXGLW FRPPLWWHH FXUUHQWO\ FRQVLVWY RI 0HWPWW K%\DHEURINQH]
FKDLUSHUVRQ (DFK RI OHVVUV 6PLWK DQG 8QWHUPDQ LV FRQVLGHUHG DQ DXGLW FRPPIL
6 . SURPXOJDWHG XQGHU WKH 6HFXULWLHV $FW DQG DOO PHPEHUV RI WKH DXGLW FRPPL\
ZULWWHQ FKDUWHU DSSURYHG E\ RXU ERDUG RI GLUHFWRUV DQG WKDW VDWLVILHV WKH
6WRFN ODUNHW

2XU DXGLW FRPPLWWHH RYHUVHHY RXU FRUSRUDWH DFFRXQWLQJ DQG ILQDQFLDO UF
ILQDQFLDO VA\VWHPV DQG RXU OHJDO DQG UHJXODWRU\ FRPSOLDQFH 2XU DXGLW FRPPLW
RYHUVHHVY WKH ZRUN RI RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILU
DSSURYHV WKH KLULQJ GLVFKDUJLQJ DQG FRPSHQVDWLRQ RI RXU LQGHSHQGHQW I
DSSURYHV HQJDJHPHQWY RI WKH LQGHSHQGHQW DX ®RORLXEGMIW LFHHYGHU DQ\ DXGLW
UHYLHZV WKH TXDOLILFDWLRQV LQGHSHQGHQFH DQG SHUIRUPDQFH RI RXU LQGHSFH
UHYLHZV WKH VFRSH RI WKH DQQXDO DXGLW
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UHYLHZV RXU ILQDQFLDO VWDWHPHQWY DQG UHYLHZV RXU FULWLFDO DFFRXQWLQJ
UHYLHZV WKH DGHARKWEYBQBVNIRI RXU LOQWHUQDO FRQWUROV

UHYLHZVY DQG GLVFXVVHV ZLWK PDQDJHPHQW DQG RXU LQGHSHQGHQW DXGLWRUV V
VWDWHPHQWYV

UHYLHZV RXU ULVN DVVHVVPHQW DQG ULVN PDQDJHPHQW SURFHVVHYV

HVWDEOLVKHY SURFHGXUHV IRU UHFHLYLQJ UHWDLQLQJ DQG LQYHVWLJIJDWLQJ FRP
FRQWUROV RU DXGLW PDWWHUV DQG

UHYLHZY DQG DSSURYHY UHODWHG SDUW\ WUD@®V.DFWLRQV XQGHU ,WHP RI 5HJX(

&RPSHQVDWLRQ &RPPDWWAHRPSHQVDWLRQ FRPPLWWHH FXUUH Q WQ\HRRIDWQ VBINMRIQDQ
DV WKH FKDLUSHUVRQ 2XU FRPSHQVDWLRQ FRPPLWWHH RSHUDWHV XQGHU D ZULWWHQ F
DSSOLFDEOH UXOHV DQG UHJXODWLRQV Rl WKH 6(& DQG WKH UXOHV RI WKH 1$6'$4 6 WRFD

2XU FRPSHQVDWLRQ FRPPLWWHH RYHUVHHV RXU FRUSRUDWH FRPSHQVDWLRQ SURJUI

UHYLHZY DQG UHFRPPHQGY SROLFLHY UHODWLQJIMFRHBR ISH VBPWORHBYG EH(

UHYLHZY DQG DSSURYHV FRUSRUDWH JRDOV DQG REMHFWLYHV IWLIFE&H YID@QMW RWR
RILFHUV

HYDOXDWHV WKH SHUIRRHDWER RILRKW RI HVYWDEOLVKHG JRDOV DQG REMHFWI
UHFRPPHQGY FRPSHQVDMWHRWY RDOWVRIMXGJ RQ LWV HYDOXDWLRQV

DGPLQLVWHUV RXU HTXLW\ FRPSHQVDWLRQ SODQV DQG

PDNHVY UHFRPPHQGDWQRQVHPIS ORUBHEMW RU FRPSHQVDWLRQ WR WKH IXOO ERDU

1RPLQDWLQJ DQG &RUSRUDWH *RY H UZXIQ 6 R RLRTPW WQUHHQ G FRUSRUDWH JRYHUQDQFH
0U %UHQQDQ BQWHWPDQ ZQWKWRDQ VHUYLQJ DV WKH FKDLUSHUVRQ 2XU QRPLQDWLQJ D¢
XQGHU D ZULWWHQ FKDUWHU DSSURYHG E\ RXU ERDUG RI GLUHFWRUV DQG WKDW VDWLVI
1$6'$4 6WRFN ODUNHW

2XU QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLWWHH RYHUVHHY DQG DVVLVW
QRPLQHHV IRU HOHFWLRQ DV GLUHFWRUV 2XU QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQI

HYDOXDWHYV DQG PDNHVY UHFRPPHQGDWLRQV UHJDUGLQJ WKH RUJDQL]DWLRQ
FRPPLWWHHYV

DVVHVVHV WKH SHUIRUPDQFH RI PHPEHUV RI WKH ERDUG RI GLUHFWRUV DQG
DVVLIJQPHQWYV

UHFRPPHQGY GHVLUHG TXDOLILFDWLRQV IRU ERDUG RI GLUHFWRUV PHPEHUVEK
Rl GLUHFWRUYV

UHYLHZY DQG PDNHVY UHFRPPHQGDWLRQV ZLWK UHJDUG WR RXU FRUSRUDWH J
DSSURYHV RXU FRPPLWWHH FKDUWHUYV
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RYHUVHHV FRPSOLDQFH ZLWK RXU FRGH RI EXVLQHVV FRQGXFW DQG HWKLFV
FRQWULEXWHVY WR VXFFHVVLRQ SODQQLQJ

UHYLHZVY DFWXDO DQG SRWHQWLDO FRQIOLIFAWAW R IRMWMHHIUW WK IYOQR U IRA D WEH G FSIDW
RXU DXGLW FRPPLWWHH DQG

RYHUVHHV WKH ERDUG VHOI HYDOXDWLRQ SURFHVV

Code of Business Conduct and Ethics

2XU ERDUG RI GLUHFWRUV KDV DGRSWHG D ZULWWHQ FRGH RI EXVLQHV VI IFRRHIUG/X BWGD
GLUHFWRUV LQFOXGLQJIRRKHARKHHILHJBEERMQG HRWKHU H[HFXWLYH DQBHUNQIZRY I XQ@DQW HDW
EXVLQHVV FRQGXFW DQG HWKLFV LV DYDLODEOH RQ WKH FRUSRUDWH JRYHUQDQFH VHFhV
LQWHQG WR GLVFORVH DQ\ DPHQGPHQWYV WR RXU FRGH Rl EXVLQHVV FRQGXFW DQG HWKL
WKH ([FKDQJH $FW

Compensation Committee Interlocks and Insider Participation

'XULQJ RXU FRPSHQVDWLRQ FRPPLWWHH ZDV PRPISQQDRE RO QY Q HDA \\HMH DFK® IOWS +
FRPSHQVDWLRQ FRPPLWWHH 1RQH RI WKH PHPEHUV RLFRMURARPPIS0QRDMH RO RRYP KRR % B GH
RILFHUV FXUUHQWO\ VHUYHV RU LQ WKH SDVW \HDU KDV VHUYHG DV D PHPEHU RI WKH E
RQH RU PRUH HIHFFKWLYHWMLQJ RQ RXU ERDUG RI GLUHFWRUV RU FRPSHQVDWLRQ FRPPLV

Limitation on Liability and Indemnification Matters

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ DQG DPHQGHG DQG
RILFHUV DQG PD\ LQGHPQLI\ RXU HPSOR\HHVY DQG RWKHU DIJHQWYV WR WKH IXOOHYKLHKW
SURKLELWY RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ IURP OLPL\

DQ\ EUHDFK RI WKGXGLUMFOMRDOW\ WR XV RU WR RXU VWRFNKROGHUYV
DFWV RU RPLVVLRQV QRW LQ JRRG IDLWK RU WKDW LQYROYH LQWHQWLRQDO PLVFR
XQODZIXO SD\PHQW RI GLYLGHQGV RU XQODZIXO VWRFN UHSXUFKDVHV RU UHGHPS\
DQ\ WUDQVDFWLRQ IURP ZKLFK WKH GLUHFWRU GHULYHG DQ LPSURSHU SHUVRQDO
.l '"HODZDUH ODZ LV DPHQGHG WR DXWKRUL]JH FRUSRUDWH DFWLRQ IXUW KM K H{QO WRKLH (
RXU GLUHFWRUV ZLOO EH HOLPLQDWHG RU OLPLWHG WR WK H PH@QGHN\GN 2{ W D@ W QSHLG DVD\E
LQFRUSRUDWLRQ GRHV QRMWGHK®WPRIQBMUHD QGUHFWRBSURSULDWH FLUFXPVWDQFHV HTXLW
QRQ PRQKWWDUMI UHPDLQ DYDLODEOHKKQ GHR YH?DRQ UMD I FoY WIHRWRIPYV LELOLWLHYV XQG

VXFK DV WKH IHGHUDO VHFXULWLHY ODZV RU RWKHU VWDWH RU IHGHUDO ODZV 8QGHU R
LQVXUDQFH RQ EHKDOI RI DQ\ SHUVRQ ZKRP ZH DUH UHTXLUHG RU SHUPLWWHG WR LQGHF
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,Q DGGLWLRQ WR WKH LQGHPQLILFDWLRQ UHTXLUHG LQ RXU DPHQGHG DQG UHVWDWH}
KDYH HQWHUHG LQWR LQGHPQLILFDWLRQ DJUHHP HIORWMY \Z L /@ GH P K VRD LRX B FFXQR\HGIW & IKUHE
LQGHPQLILFDWLRQ IRU FHUWDLQ H[SHQVHV DQG OLDELOLWLHV LQFXUUHG LQ FRQQHFWLR
PHFKDQLVP RU KHDEUQUQYKVWLUDWLRQ WKDW PD\ OHDG WR W KR Ul FPUWHHI RVLKQIH DNVRH DKILGE K YA
UHDVRQ RI WKH IDFW WKDW W KR\ FIHHUP SFOWR \ZHHJ HD DH®@IW HREW RLLG X FR. D WDD\QR | RR XRX B RPSDVQ\G L D U
DFWLRQ RU LQDFWLRQ E\ WK HIPFEGL OHRNRBROR\GIH DV IDIQ R RRUENLGKFYRQ\RI WKH IDFW WKDW
UHTXHVW DV RIGAHWPB\WRUHH DJHQW RU ILGXFL® WKRI PMRWRHD H QAW WRQY RQ SWKRF HHIK\E
FRPSDQ\ RU DQ\ Rl RXU VXEVLGLDULHY QR LQGHPQLILFDWLRQ ZLOO EH SURYLGHG IRU DC(
SURKLELWHG IURP UHFHLYHQBHIOQ GIFY PIQW KIFW WLKRH}V H E\ODZ SURYLVLRQV DQG LQGHPQLILFI
UHWDLQ TXDOLILHG SHUVRIGAHDW BQ VR DR QW DIQE RIAHURW RUYEDQGWRILQVXUDQFH

7KH OLPLWDWLRQ RI OLDELOLW\ DQG LQGHPQLILFDWLRQ SURYLVLRQV LQ RXU DPHQG
E\ODZV PD\ GLVFRXUDJH VWRFNKROGHUV IURP EULQJLQJ D ODZVXLW DJDLQVW GLUHFWRU
OLNHOLKRRG RI GHULYDWLYH OLWLBB WV RBYDID MWAKRX JKLD 8 FONRWNR Q QGI RIXFFHVVIXO PLJK
VWRFNKRDGHHNVWPHQW PD\ EH KDUPHG WR WKH H[WHQW ZH SD\ WKH FRVWV RI VIHAMW O KR
WR WKHVH LQGHPQLILFDWLRQ SURYLVLRQV ,QVRIDU DV ZH PD\ SURYLGH LQGHPQLILFDWL
RILFHUV DQG FRQWUROOLQJ SHUVRQV SXUVXDQW WR WKH IRUHJRLQJ SURYLVLRQV RU R!
LQGHPQLILFDWLRQ LV DJDLQVW SXEOLF SROLF\ DV H[SUHVVHG LQ WKH 6HFXULWLHV $FW
SURFHHGLQJ QDPLQJ DQ\ RILRKU\GDVHFR RKVFRULRIGHPQLILFDWLRQ LV EHLQJ VRXJKW QR
OLWLJDWLRQ WKDW PD\ UHVXOW LQ FODLPVILFHHUQGHPQLILFDWLRQ E\ DQ\ GLUHFWRU RU

Director Compensation

Outside Director Compensation Policy

2XU ERDUG RI GLUHFWRUYV DGRSWHG RXU 2XWVLGH 'LUHFWRU &RPSIHQVQW L RKDP ERITIVF
ERDUG RI GLUHFWRUV ZKR DUH QRW HPSOR\HHV DUH HOLJLEOH IRU FRPSHFFRW GRXHD & H
OV7XFNHU QRS MQLFFLDWL ERWKHHMRXWIOH RILQH LV HOLJLEOH IRU DZDUGV XQGHU RXL

8QGHU RXU 2XWVLGH 'LUHFWR Q R® MHPSQIROMHAROR VR/OZIFOO UHFHLYH FRPSHQVDWLRQ L
GHVFULEHG EHORZ

&DVK &RPSHQVDWLRQ
(DFRRQ HPSOR\BIHIFWRU LV HOLJLEOH WR UHFHLYH WKH IROORZLQJ DQQXDO FDVK UH"
SHU \HDU IRU VHUYLFH DV D ERDUG PHPEHU
SHU \HDU DGGLWLRQDOO\ IRU VHUYLFH DV FKDLU RI WKH DXGLW FRPPLWWHH
SHU \HDU DGGLWLRQDOO\ IRU VHUYLFH DV FKDLU RI WKH FRPSHQVDWLRQ FRP
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SHU \HDU DGGLWLRQDOO\ IRU VHUYLFH DV FKDLU RI WKH QRPLQDWLQJ DQG FR

$00 FDVK SDPRH@WNF SWR\BHFWRUYV ZLOO EH SDLG TXDUWHUO\ LQ DUUHDUYVY RQ D SURL
SDLG WR DQ LQGLYLGXDO ZKR VHUYHYVY DV D PHPEHU RI D FRPPLWWHH RI WKH ERDUG

(TXLW\ &RPSHQVDWLRQ

1RQ HPSOGLWHFWRUY DUH HOLJLEOH WR UHFHLYH DOO W\SHV RI HTXLW\ DZDUGV HIF
30DQ RU WKH 30DQ RU WKH DSSOLFDEOH HTXLW\ SODQ LQ SODFH DW WKH WLPH RI ¢
'LUHFWRU &RPSHQVPOWOLRQDIRWMVYL.RI DZDUGV XQGHU RXU 2XWVLGH 'LUHFWRU &RPSHQVDWL

,QLWEZDOG 8SRQ MRLQLQJ RXU ERDUQR g DHKS QERAH FIMORHF WIH@GO UHFHLYH DQ LQLWLDC
YDOXH HTXDO WR PXOWLSOLHG E\ D IUDFWLRQ WKH QXPHUDWRU RI ZKLFK LV [
ODVW DQQXDO PHHWLQJ RI VWRFNKROGHUY DQG WKH GDWH WKH LQGLYLGXDO EHFRPHV D
WR WKH QHDUHVW ZKROH ZKWD&KH , Q LADIKGE ZQO0W HHORRPSULVHG RI VWRFEN RSWLRQV DQG L
KDYLQJ D JUDQW GDWH YDOXH RI DSSUR[LPDWHO\ ZDIRUBKHKH @QLEYOUEDZWGIOY B XK RQ WHKGE RE
VXFK SHUVRQ ILUQWGEHPRPIHRWBHBWRMHFW WR WKH WRMKH  RIDWKBDEROLFNVW DV WR RI
WKHUHWR XSRQ WKH HDUOLHU RI WKH RQH \HDU DQQLYHUVDU\ RI WKH JUDQW GDWH RU W
LOQGLYVLGEGRMAWLQXHG VHUYLFH WKURXJK % &HUHFSVOR T XKRHLY HD/QZVHR $ GM\WH ZKR FHDVHV WF
UHPDLQV D GLUHFWRU ZLOQ@DQRAN UHFHLYH DQ ,QLWLDO $

$QQXDO $ZDW2X® WKH GDWH RI HDFK DQQXDO PHHWLQJ RI RXU VWRFNKROGHUV EHJLQ!
HIHFWLYH GDWH RI WKH UHJLVWUDWLR [H V IMDWGHREF GIW S @R\ B EWLRL \I X VAR BXEOQEB RO\ ZLO O
KDYLQJ D JUDQW GDWH YDOXH HTXD@WMRBKH $Q QRDOEKHL OQQKH G RPSULVHG RI VWRFN RSV
JUDQW GDWH YDOXH RI DSSUR[LPDWHO\ R1 WZACHU B J BXHEMDHAERY WD R X\HK R IMIEHRUKP $ QRRD\DIBHBE @
DV WR Rl WKH VKDUHV VXEMHFW WKHUHWR XSRQ WKH HDUOLHU Rl WKH RQH \HDU DQQ
RFFXUULQJ DIWHU WKH JUDQW G IVWHR QUAKLEQUWHFGV VW R YW IKH MKGIIRYLIKXW®H DSSOLFDEOH YHV\

7KH JUDQW GDWH YDOXH RI DOO HTXLW\ DZDUGYV JUDQWHG XQGHU RXU 2XWVLGH 'LUF
JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV

$Q\ DZDUG JUDQWHG XQGHU RXU 2XWVLGH 'LUHFWRU &RPSHQVDWLRQ 3ROLF\ ZLOO IX
30DQ SURYLGHG WKDW WKH LQGLYLGXDO UHPDLQV D GLUHFWRU WKURXJK VXFK FKDQJH
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7KH IROORZLQJ WDEOH SURYLGHV LQIRUPD\@RRQHPISIRIBHBW FRV SR Q WHVUIYR @ HRD R )AL |
'"HFHPEHU

,Q WKH ILVFDO \HDU HQRHI® HRR B IBIREGHIWF WRUDWHG ZLWK RXU 3ULQFLSDO ¢
FRPSHQVDWLRQ IRU WKHLU VHUYLFH DV GLUHFWRUV

Fees Earned or
Name

Option Awards All Other
Paid in Cash (3] Compensation Total
-DVRQ %DEFRNH

-RKQ %UHQQDQ
:LOOLDHA WKLI
+ROOLH +D\QHV
*UDKDP 6PLWK
7KRPDV 8QWHUPDQ

1R RSWLRQV ZHUGQRQ BI@WER\MHFWRUV LQ ILVFDO \HDU

7KH DPRXQW VKRZQ UHIOHFWY DQ DQQXD® WNBVK LAHWDV. QHRHIFREH VU XFIKRXIWEHRWRE® RI GLUHFWRUV DQG FKDLU RI F
7KH DPRXQW VKRZQ UHIOHFWY DQ DQQXD® WBVK LFAHWDV. @QHRHIFRAH VU XFIKRXIWEBRWRE® RI GLUHFWRUV

7KH IROORZLQJ WDEOH OLVWY DOO RXQWQWIPGEHQBIHFWXR WY D X DRIG Y FKHHFCEGH & \
Number of Number of
Shares Shares Option
Underlying Underlying Exercise Price Option
Option Option Per Share Expiration
Name Date of Grant Exercisable Unexercisable (1)($) Date
-DVRQ %DEFRNH

-RKQ %UHQQDQ
'LOOLDHA WKLI
+ROOLH +D\QHV
*UDKDP 6PLWK
7KRPDV 8QWHUPDQ

7KH FROXPQ UHSUHVHQWY WKH IDLU PDUNHW YDOXH RI RXU FRPPRQ VWRFN RQ WKH GDWH RI JUDQW DV GHWHUI
7ZHQW\ ILYH SHUFHQW

RI WKH VKDUHVY URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI VKDUHV YHVW
VXEMHFW WR FRQWLQXHG VHUYLFH ZLWK XV WKURXJK HDFK DSSOLFDEOH YHVWLQJ GDWH
7ZHQW\ ILYH SHUFHQW

RI WKH VKDUHV URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI VKDUHV YHVW
VXEMHFW WR FRQWLQXHG VHUYLFH ZLWK XV WKURXJK HDFK DSSOLFDEOH YHVWLQJ GDWH
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EXECUTIVE COMPENSATION

7KH VHFWLRQ EHORZ SURYLGHV LQIRUPDWLRQ UHJDUGLQJ WKH IL\VADWD/ R UFRPRYH QKB
RXU SULQFLSDOLWHFOWGYRXRI WZR RWKHU PRVW KLJKBN BRZKHRQIHDWH & HHUHIFQ BHXW\HHIRM FRXIV
'HFHPEHU

Process and Procedure for Compensation Decisions

7KH GHFLVLRQV ZLWK UHVSHFW WRHUVFDROSHQWIOWERWLYRROXGLQJ WKH FRPSHQVDWI
FRPSHQVDWLRQ FRPPLWWHH ZLWK LQEOFWUURPFREW ZKMWK HHYVBRAWMY WRIKHU RZQ FRPSHQ
LQGHSHQGHQW FRPSHQVDWLRQ FRQVXOWDQW ZLWKLQ WKH PHDQLQJ RI WKH UXOHV RI WKk
FRPPLWWHH SXUVXDQW WR WKH DXWKRDQW\VGHHQHID DM GV K & GHWY EWH/WHKBQU RIHWKH FRP SH(

2XU FRPSHQVDWLRQ FRPPLWWHH EHOLFHYH K RX Y FE X B E 6 BHEGWRFRIRVQWRXWKRQV R |
RILFHUV DQG VROLFLWV WKH DGYLFH DQG LQSXW IURP KHU ZLWK UHVSHFW WR SHUIRUPD
OHYHOV IRU RXULAHWRXVQF® RELQJ RXU 1(2V IRRHUF KRHVHORAMX WURMLFGH LQSXW RQ KHU R:
GHWHUPLQHG E\ RXU FRPSHQVDWLRQ FRPPLWWHH LQ LWV GLVFUHWLRQ $W WKH UHTXHV
Rl WKH FRPSHWLWLYHQHVV RI RXU H[HFXWLYH FRPSHQVDWLRQ SURJUDP DV FRPSDUHG ZL
DVVHVVPHQW DV RQH Rl VHYHUDO IDFWRUV LQ DSSURYLQJ WD UBHM OHY HDFWR AR RKH QAR
FRPPLWWHH FRQVLGHUV LQ VHWWLQJ H[HFXWLYH FRPSHQVDWLRQ LQFOXGH RQH RU PRUH
LQWHUQDO UHODWLYH DOLJQPHQW Rl FRPSHQVDWLRQ OHYHOQGDWMNH RAMSE®IPHI® WX /Y G H FS
PHPEHUV Rl RXU FRPSHQVDWLRQ FRPPLWWHH

2XU FRPSHQVDWLRQ FRPPLWWHH PDNHV WKH ILQDO IG&FHAUVERBPSHALWDKV U R Q SGIHF ML WLR Q

Summary Compensation Table

7KH IROORZLQJ WDEOH SUHVHQWY LQIRUPDWLRQ FRQFHUQLQJ WKH WRWDO FRPSHQV
WKH \HDUV HQGHG 'HFHPEHU DQG

Non-Equity
Incentive Plan All Other
Salary Bonus Option Compensation Compensation Total
Name and Principal Position Year ($) ($) Awards($)(1) ($)(2) ($) ($)

TKHUHXHNHU
&KLHI ([HFEXIWEMH 21

.DUROH ORUJDQ 3UDJHU
&KLHI /HIJIDO DQG
$GPLQLVWUIDPMUY H 21

&KULV 0XUSK\
&KLHI SHYHQKHU2 I
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7KH DPRXQWYV LQ WKHVH FROXPQV UHSUHVHQW WKH DJJUHJDWH JUDQW GDWH IDLU YDOXH Rl VWRFN RSWLRQ Dz
6WDQGDUGV &RRSWLEFDWRR @ F& 7KH DVVXPSWLRQV XVHG LQ FDOFXODWLQJ WKH JUDQW GDWH IDLU YDOXH RI
VWDWHPHQWY LQ WKLV SURVSHFWXV $V UHTXLUHG E\ 6(& UXOHV WKH DPRXQWYV VKRZQ H[FOXGH WKH LPSDFW |
OV7XFNWIBHUIRUPDQFH EDVHG RSWLRQ WR SXUFKDVH VKDUHV RI RXU FRPPRQ VWRFN RU WKH 3HUIRUPDQF
"HFHPEHU ZH FRXOG QRW GHWHUPLQH WKDW WKH DFKLHYHPHQW RI WKH SHUIRUPDQFH WDUJHWYV LV SURE
RI \HDUO\ FDVK IORZ WDUJHWV WKURXJK WKDW KDYH \HW WR EH HVWDEOLVKHG 7KH FDVK IORZ WDUJHWYV IR
EXGJHW SURFHVV DQG EHFDXVH HDFK \HDUO\ FDVK IORZ WDUJHW KDV QRW \HW EHHQ VHW WKHUH LV QR JUDQW
FDVK IORZ WDUJHW LV PHW WKURXJK EXW WKH IXO0 FXPXODWL Y PNHLX DD W\ E® 0 UDLEYD HWAB R YW W K QRW KK D
IRU DQG D FXPXODWLYH DQQXDO UHFXUULQJ UHYHQXH WDUJHW WKURXJK DUH DFKLHYHG ,I WKH 3HUIRUF
ZDV DOVR WKH DFFRXQWLQJ JUDQW GDWH DVVXPLQJ DFKLHYHPHQW RI DOO SHUIRUPDQFH EDVHG WDUJF
DSSUR[LPDWHO\ RLVMFOIORQ 6HH (ZRUWKEISORZ IRU DGGLWLRQDO GHWDLOV RQ WKH WHUPV Rl WKLV DZDUG
7KH DPRXQWYV LQ WKHVH FROXPQV UHSUHVHQW DQQXDO LQFHQWLYHVY HDUQHGFIRRW %R QXYGHUDRXRU  $URDOV %
DGGLWLRQDO GQRWDVO ERADDOWKIHD JHUDP R XSQUM DIV WEBG RQ WKH QXPEHU RI IXOO0 PRQWKYV VKH ZDV HPSOR\HG ZL
5HIOHFWYV DPRX@®W S DMEHRIUQD ERQXV
OU 0XUSK\ ZDV QRW D 1(2 IRU WKH \HDU HQGHG 'HFHPEHU

Non-Equity Incentive Plan Compensation

(DFK RI RXU 1(2V SDUWLFLSDWHG LQ WKH %RQXV 30DQ ZKLFK SURYLGHG IRU FDV
1(2V IRU SHUIRDBDMWHERQXVHV IRU WKH 1(2V ZHUH EDVHG RQ D SHUFHQWDKH RI KLDU
ERQXV DPRXQWV XQGHU WKH %RQXV 3SXBEHBU WKHOM2VRAHDIY IWDIHWOXUSKDQG 0U

7KH %RQXV 30DQ ZDV GHVLJQHG WR IXQG EDVHG RQ FRPSDQ\ SHUIRUPDQFH PHD"
FKXUQHG ORVW DQQXDO UHFXUULQJ UHYHQXH 7RH 1HW/RHZXY¥530 DQ G URN HCHDW NV KDR\Z L |
ZDV DFKLHYHG WKHQ WKH %RQXV 30DQ ZRXOG IXQG DV WR D LI EHWZHHQ DQ
LI EHWZHHQ DQG RI WKH 1HW 1HZ $55 WDUJHW ZDV DFKLHYHG F LI EHW?Z
ZDV DFKLHYHG G LI EHWZHHQ DQG RI WKH 1HW 1HZ $55 WDUJHW ZDV DFKLH
$55 WDUJHW ZDV RO RKUHHIIBHQW WKH 1HW 1HZ $55 DFKLHYHPHQW ZDV EHWZHHQ DSSOLFDI
IXQGHG EDVHG RQ D OLQHDU LQWHUSRODW IVRERBKW ZSTH ® HDRAR X I GHHLY BAK\H (DF% RQXYV 30D
SHUFHQWDJH DW ZKLFK WKH %RQXV 30DQ IXQGHG DV GHVFULEHG DERYH

)JRU RXU FRPSHQVDWLRQ FRPPLWWHH HVWDEOLVKHG D 1HW 1HZ $55 WDUJHW EDYV
WKH \HDU WR WKH HQG RI WKH \HDU DQG D IUHH FDVK IORZ WDUJHW EDVHG RQ FD\
$IWHU WKH HQG RI RXU FRPSHQVDWLRQ FRPPLWWHH GHWHUPLQHG WKDW ZH DFKLHYH
IRU DQG WKHUHIRUH WKH %RQXV 30DQ IXQGHG DW Rl WDUJHW DFKLHYHPHQW
RU KHU WDUJHW ERQXYV
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Outstanding Equity Awards at Year-End

7KH IROORZLQJ WDEOH SUHVHQWYVY LQIRUPDWLRQ FRQFHUQLQJ DOO RXWVWEF®@ G VQIVHF
'"HFHPEHU

Number of Number of Number of
Securities Securities Securities
Underlying Underlying Underlying
Unexercised Unexercised Unexercised Option
Options # Options # Unearned Exercise Option
Named Executive Officer Grant Date (1) Exercisable Unexercisable Options Price ($) Expiration Date
TKHUHXHNHU
.DUROH ORUJDQ 3UDJHU
&KULV 0XUSKN\
(DFK RI WKH RXWVWDQGLQJ HTXLW\ DZDUGV ZDV JUDQWHG SXUVXDQW WR RXU (TXLW\ ,QFHQWLYH 30DQ RU

7KH VKDUHV YHVW EDVHG RQ DFKLHYHPHQW RI FEKFEWBE IFR QWU (RAH®D Y AH YPLHW UALPVWKDXQ\G WK URXJK WKH GDWH RQ Z
Rl GLUHFWRUV RU LWV DXWKIRAFODB8G FRPRLAWBWKI$GIRZ IRU DGGLWLRQDO GHWDLOV RQ WKH WHUPV RI WKLV DZD

7ZHQW\ ILYH SHUFHQW RI WKH VKDUHV URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI VKDUHV YHVW
VXEMHFW WR FRQWLQXHG VHUYLFH ZLWK XV WKURXJK HDFK DSSOLFDEOH YHVWLQJ GDWH
7ZHQW\ ILYH SHUFHQW RI WKH VKDUHV URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI VKDUHV YHVW
VXEMHFW WR FRQWLQXHG VHUYLFH ZLWK XV WKURXJK HDFK DSSOLFDEOH YHVWLQJ GDWH
7ZHQW\ ILYH SHUFHQW RI WKH VKDUHV URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI VKDUHV YHVW
6HSWHPEHU VXEMHFW WR FRQWLQXHG VHUYLFH ZLWK XV WKURXJK HDFK DSSOLFDEOH YHVWLQJ GDWH
7ZHQW\ ILYH SHUFHQW RI WKH VKDUHV URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI VKDUHV YHVW

VXEMHFW WR FRQWLQXHG VHUYLFH ZLWK XV WKURXJK HDFK DSSOLFDEOH YHVWLQJ GDWH

Fiscal 2016 CEO Equity Awards
OV7XFNHU UHFHLYHG WZR VWRFN RSWLRQ DZDUGV LQ ILVFDO

3HUIRUPDQFH %DVHTBKRASWUR® VWRFN RSWLRQ DZDUG LV WKH 3HUIRUPDQFH %DVHG 2
VWRFN 7KH VKDUHV VXEMHFW WR WKH 3HUIRUPDQFH %DVHG 2SWLRQ YHVW EDXFKWRIQ DF
FRQWLQXHG VHUYLFH ZLWK XV WKURXJK WKH GDWH RQ ZKLFK DFKLHYHPHQW LV GHWHUPL
SHULRG EHJLQQLQJ RQ -DQXDU\ DQG HQGLQJ RQ 'HFHPEHU RU WKH 3HUIRUPD
GHWHUPLQHG E\ RXU ERDUG Rl GLUHFWRUV FRQFXUUHQWO\ ZLWK WKH DQQXDO EXGJHW S
3HUIRUPDQFH %DVHG 2SWLRQ YHVWYV EDVHG RQ WKH H[WHQW RI RXU DFKLHYHPHQW RI FX
3HULRG ,I RXU ERDUG RI GLUHFWRUV GHWHUPLQHY WKDW WKH &DVK )ORZ OHWULF ZDV P}l
FXPXODWLYH DQQXDO UHFXUULQJ UHYHQXH WDUJHWV GXULQJ WKH 3HUIRUPDQFH 3HULRG
HOLJLEOH WR YHVW DQG EHFRPH H[HUFLVDEOH EXW IDLOHG WR YHVW GXULQJ WKH 3HUIR
RQ WKH H[WHQW RI RXU DFKLHYHPHQW RI DQ DGGLWLRQDO FDVK IORZ WDUJHW IRU DC
EHJLQQLQJ RQ -DQXDU\ DQG HQGLQJ RQ 'HFHPEHU
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,I XSRQ D FKDQJH RI FRQWURG® NWWM FRSHIROAH WODOW HHPHQW  WKH 3HUIRUPDQFH %D
H[HUFLVDEOH DQG LV QRW DVVWKH® RW LXEVQW WXGHEG WKDOW LPPHGLDWHO\ SULRU WR V.
2SWLRQ ZLOO YHVW DV WR RI WKH VKDUHV VXEMHFW WR WKH 3HUIRUPDQFH %DVHG 2S
DVVXPHG DQG VXEVWLWXWHG IRU DQG FXPXODWLYH DQQXDO UHFXUULQJ UHYHQXH WKUH?
FRQWURO RFFXUV WKHQ LPPHGLDWHO\ SULRU WR WKH FKDQJH RI FRQWURO WKH 3HUIR
Rl VKDUHVY VXEMHFW WR WKH 3HUIRUPDW®WRH WiDH/ & P RQ \HKIXIDKV WRKEMHFW WR WKH 3HI
WKH WRWDO QXPEHU RI FRPSOHWHG PRQWKY EHWZHHQ WKH GDWH WKH 3HUIRUPDQFH %D
URXQGHG GRZQ WR WKH QHDUHVW ZKROH VKDUH DQG WKH UHPDLQLQJ VRRUNMVKHALQXPEHIFE
VXEMHFW WR WKH 3HUIRUPDQFH %DVHG 2SWLRQ SHU PRQWK WKURXJK WKH IRXU \HDU DQ
VXEMHFWX¥FRWWVFRQWLQXHG VHUYLFH ZLWK XV WKURXJK HDFK VXFK YHVWLQJ GDWH

7LPH %DVHG 2SSWHRYHFRQG VWRFN RSWIPRIHQWDAMHGE 2ISWWKR® FRYHULQJ VKDUHYV RI
VKDUHYVY VXEMHFW WRVW&HR SWLRQ URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI V
WKHPH %DVHGWVSWYRQQJ FRPPHQFHPHQW BIOFWMH PRGEWIHFYWH®/ R HVYLFH ZLWK XV WKURXJK
D FKDQJH RI FRDMHJBROVWERIWLRQ LV QRW YHVWHG DQG H[HUFLVDEW®WHK H® GPLPH QG RODMWVEB\OM X
FKDQJH RI FRQWPUHRWD WHKAH 2ZISWLRQ ZLOO YHVW DV WR LRH WEON HE RS MWL VX EMHEK®BRW RD WK
7LPH %DVHG 2SWLRQ LV DVVXPHG RIXNFNXHEWV WL ®KWH® FRIV DQIXD@LI\LQJ WHUPLQDWLRQ DV
WKHQ WPKHH%WDVHG 2SWLRQ ZLOO YHVW DV WR LRH WWONHVEKRSWLRVFXEMHFW WR WKH 7

%RWK WKH 3HUIRUPDQFH %DMVMAHG %2BWH®R Q DVIRYKMHUIH JUDQWHG VXEMHFW WR WKH W
RSWLRQ DJUHHPHQWYV WKHUHXQGHU

Executive Employment Arrangements

TKHUHXANHRQ $XJIXVW ZH HQWHUHG LQWR DQ HPSORVPHNHRIXI & KHPHQ WE KM
HPSOR\PHQW DJUHHPHQW KDV DQ LQLWLDO WHUP RI WKUHH \HDUV IURP -DQXDU\ DQ
XQOHVV ZHIORRNBW SURYLGHV WKH RWKHU SDUW\ DW OHDVW GD\V ZULWWHQ QR WAXFHN W,
DJUHHPHQW WKH WHUP ZLOO H[WHQG IRU DQ DGGLWLRQDO WZR \HDUV IURP WKH GDWH |

7KH HPSOR\PHQW DJUHHP RPN W R Y WKHYQUQLWLDO DQQXDO ERYHVDERBWY RITXDO WIE
KHU EDVH ¥DUBGB\XSRQ DFKLHYHPHQW RI SHUIRUPDQFH REMHFWLYHY WR EH GHWHUPLQH(

OV7IXFNMWWHPSOR\PHQW DJUHHPHQW DOVR SURYLGHV WKDW LI KHU HPSOR\PHQW LV WH
GLVDELOLW\ ZH GHFLGHPNR @BWHHRERX®XFANWHOWHVLIQV IRU JRRG UHDVRQ DV ROERNMA W
DJUHHPHQWFNNU ZLOO UHFHLYH L D OXPS VXP SD\RFKRNH HEDIHOVW R D UIHREHEMW RIVL R DHVX P S
HTXDO WR WKH SUHPIUXFNRYWDY GRWHOVHOLIJLEOH GHSHQGHQWY WR FRQWLQXH KHDOWK LC
LLL D OXPS VXP DPRXQW HTXDO W R7X\FKNFA DIOFROXDWHER QRVWRR QVKIHOMHDU RI WHUPLQDWLR!
OV7XFNHU KODEFOWHU EHHQ HPSOR\HG E\ XV IRU WKH HQWLUH ILVFDO \HDU RI WHUPLQDWLR
DQ\ LQGLYLGXDO SHUIRUPDQFH JRDOV ZRXOG KDYH EHHQ PHW DW WDUJHW OHYHOV DQG
SULRU ILVRAD®®OADU
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OVIXFNAIHPSOR\PHQW DJUHHPHQW DOMFNMWRPSGRYPWRDWLYIVOMUPLQDWHG E\ XV ZLW
RU GLVDELOLW\ ZH GHFIZ&HNWY D QRAVWHRHQWZFRIWOWHVLIQV IRU JRRG UHDVRQ DQG VXFK
ZLWK RU ZLWKLQ WKUHH PRQWKYV EHIRUH RU PRQWKY DIWHU D FKDQJH7RFFWRO®WWUWIRIOP HI
OV7XFNHU ZLOO UHFHLYH L D OXPS VXP SD\FKRNHHEDIMHOVW R D UIMHREGMLRVL BHIDWHE AW LPPH!
SULRU WR WKH FKDQJH RI FRQWURO LL D OXPS VXP SRFNH@WD B TXIOKWUWHO WIKHE G HGRH.SHPQFR
LQVXUDQFH FRYHUDJH XQGHU &2%5% IRU PRQWKY LLL D OXPS VXP DPRXQW HTXDIODWR
LY RI WKH VKDUHV 7XKEMHBRPW WWRDIQ/GLQJ &RPSDQ\ HTXLW\ DZDUGV ZLOO YHVW DQG W

OVIXFNMMIHPSOR\PHQW DJUHHPHQW DOVR SURYLGHV WKDW LI KHU HPSORMPIX® WHIULVZW E
UHFHLYH L D OXPS VXP DPRXQW HTXDO WR WKH HDUQHGIEXQX RQSDILE HRQOXY? S RAX W RIR oA
OVIXFNYWWDUJHW BER QJOWRHGBHIOHFW WLPH VHUYHG LQ WKH \HDU RI WHUPLQDWLRQ

$Q\ UHFHLSW RI VHYHUD Q@RHANHHQ BLOWVEE\ PRQW L QJH Q WQRIR Q HYHREE IDIPHNG\CLIRIWD. R G D
UHOHDVH RI FODLPV DJDLQVW XV ,Q WKH HYHQW D Q@X RN WWHK P SSR FPHHIMWW CEIWRIHLFGHIN I RU R(
OV7XFNHU ZRXOG FRQVWLWXWH SDUDFKXWH SD\PHQWV ZLWKLQ WKH PHDQLQJ RI 6HFWLF
&RGH FRXOG EH VXEMHFW WR WKH UHODWHG H[FLVH WD[ XQGHU 6HFWLRQ RI WKH &R
VXFK OHVVHU DPRXQW ZKLFK ZRXOG UHVXOW LQ QR SRUWLRQ RI WKH EHQHILWYV EHLQJ V3
DIW H UE WOH I LW VOWRFMNMIHPSOR\PHQW DJUHHPHQW GRHV QRW UHRWVSXS XWQWR SURYLGH DQ

.DUROH ORUJDQ 3PQJHU ZH HQWHUHG L Q WHRUD@HMP/SIDWR \PLHDKV. RU RO ERW HD QHIW
$GPLQLVWULPMLKIHV2HPSOR\PHQW OHWWHU KDV QR D %HELRE® RURA H P D QK 5 AHWPLSGDRWE RBIW |
DQ LQLWLDO DQQXD® LEDIWHLRND OEQERENY RS SR WXIQIMN ERQXV UHORFDWLRQ EHQHILWYV
LQLWLDO RSWLRQ WR SXUFKDVH VKDUHV RI RXU FRPPRQ VWRFN WKH PDWH UL DAD WG\ BW |
<HDU (Q\(DEOH DERYH 7KLV HPSOR\PHQW OHWWHU DOVR SURYLGHV IRU YHVWLQJ DFFHOH!I

2Q 6HSWHPEHU ZH HQWHUHG LQWR D FRQILUPDWRU\ HF &6 RAR & LW FDHVMRUK B ZS
KDV QR VSHFLILF WH U PDWQBLRRIRRNPGIPW I RAKH FRQILUPDWRU\ HPSOR\PHQW O WWRMH ULDOSH
HPSOR\PHIQW GRHAKW HHVWLQJ DFFHOHUDWLRQ DQG VHYHUDQFH EHQHILWV KDY&KBPBHB RHS&
DQG 6HYHUDQFEH®M@LFORUJDQ BFXUHHQW DQQXDO EDVH VDODU\ LV  V FXDQE QR CO@ROXD(
ERQXV LV RI KHU DQQXDO EDVH VDODU\

&KULV 0XUSKR\Q -DQXDU\ ZH HQWHUHG LIQW R HQWHHRS @ RWARDEBMEEVL 19 X 518 IKFKILK H V2 |
HPSOR\PHQW OHWWHU KDV QR VS AL | HFOMBIR\P BPQW SAKR YL BHYQRW WRW RURYLGHV IRD®Q
LQLWLD @ @ Q\DEE@WY RSSRUWKQLMRPPLWPHQW WR JUDQW KLP DQ LQLWLDO RSWLRQ WR S}
WHUPV RI VXFK RSWLRQ D2XWE MADFQUG. IEED (IG\EWBE GWDEOH DERYH 7KLV HPSOR\PHQW OHW
DFFHOHUDWLRQ

2Q 6HSWHPEHU ZH HQWHUHG LQWR D FRQILUPDWSKL\HPASSRR\RE YW B WWWH Z K
DQG SURYDGHYHRBIDR\PHQW 7KH FRQILUPDWRU\ HPSORORHSNMROHWWEO W RISIDRYPREGNAYBHLY W
DFFHOHUDWLRQ
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KDV EHHQ UHSODFHG E\ WKH 3RIKDLGY K RV RIRLEWM GRLOQD DMDIGHEH YRBWD YEFSKIRYLBOVR HOLJLEOH
EHQHILWY DV GHVFULEHG LQ WKH &KDQJH RI &RQYOIRIK BRWGUHDWWH D Q@K G RADLGFD UG X WRKZ\
FXUUHQWRDQOWRBDEYWY LV RI KLV DQQXDO EDVH VDODU\

Change of Control and Severance Policy

2XU ERDUG RI GLUHFWRUV DSSURYHG WKH IROORZLQJ FKDQJH RITERMUWWURQ P@GGVA Yt
3UDJHU D@E WK\ DQG RWKHU NH\ HPSORAHNNW KRV BDWANKEY ORUWK LQ RXU &KDQJH RIU&R
3ROLF\

| ZH WHUPLQDWH DLF W HHFFSXOVR\PH @W RWKHU WKDQ IRU FDXVH GHDWK RU GLVDELOLI
GXULQJ WKH SHULRG IURP WKH SHULRG EHJLQQLQJ RQ D FKDQJH RI FRQWURO DV VXFK
FKDQJH RI FRQWURO WKH FKDQJH RI FRQWHB X ISGIW IERIGHO VXIFEHKOH[ WIRXWHFHLRH WKH IROC
WD[ ZLWKKROGLQJV

RI WKH HIHAKPMWMKIRQ RXWVWDQGLQJ DQG XQYHVWHG HTXLW\ DZDUGYV JUDQWH
DV DSSOLFDEOH ZLOO EHFRPH IXOO\ YHVWHG DQG H[HUFLVDEOH DQG DQ\ DSSOLFI
WDUJHW OHYHOV

$ OXPS VXP FDVK DPRXQW HTXDO WR VL[ PREDNKN \RD BEENVH(PIAK ®/ILYWHO\ SULRU WF
WKH WHUPLQDWLRQ LV GXH WR D UHVLJQDWLRQ IRU JRRG UHDNKRIQ B\DKMH & [RFFXNEVE®!
EDVH VDODHURW QRHAHGLDWHO\ SULRU WR VXFK UHGXFWLRQ RU WKH FKDQJH RI FRQ

3D\PHQW RU UHLPEXUVHPHQW RI FRQWLQXHG KIHB-HOUWVBQRR WHUHDERHA BRONWKEHOR[ KEFDSV |
&2%5% IRU D SHULRG RI XS WR VL[ PRQWKYV RU D WD[DEOH OXPS VXP SD\PHQW LQ C

I ZH WHUPLQDWH DLF W HHFESXOVR\PH @W RWKHU WKDQ IRU FDXVH GHDWK RU GLVDELO
HIHFXWL¥YH®IZLOO EH HOLJLEOH WR UHFHLYH WKH IROORZLQJ VHYHUDQFH EHQHILWY OH

$ OXPS VXP FDVK DPRXQW HTXDO WR VL[ PREDNKN \RD BKENVH(PIFAK ®/ILYWHO\ SULRU WF

3D\PHQW RU UHLPEXUVHPHQW RI FRQWLQXHG KIHMBHOUNBQRR WHUHDEFHA BRONWKEHOR[ DSV |
&2%5% IRU D SHULRG RI XS WR VL[ PRQWKYV RU D WD[DEOH OXPS VXP SD\PHQW LQ C

7R UHFHLYH WKH VHYHUDQFH EHQHILWV XSRQ D THQULPXQW W HU® IDQOGNQ R QY DHDY R NHF ¥
DJUHHPHQW DQG UHOHDVH RI FODLPV ZLWKLQ W KH WR P MIKHD FSH \WPHIV® WR/USWKR ¥ Q GMIGHI R B OUF
SD\DEOH WR DQ IHFHRX WRXBGRFRQVWLWXWH SDUDFKXWH SD\PHQWV ZLWKLQ WKH PHDQLQ
UHODWHG H[FLVH WD[ XQGHU 6HFWLRQ R L MHKUH Z8LROGH E MV K IQ @V MK GIHHE[ BFRC W HEH LRMH HL W K
DPRXQW ZKLFK ZRXOG UHVXOW LQ QR SRUWLRQ RI WKH EHQHILWYV EHLQJ VXE MM RWW VE R/QWk
WR KLP RIKKHIROLF\ GRHV QRW UHTXL UH R XIS PSHIRW Y GHRDIQ MHIHHEXWLYH RI
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Employee Benefit and Stock Plans

(TXLW\ ,QFHQWLYH 30DQ

2XU ERDUG Rl GLUHFWRUV DGRSWHG DQG RXU VWRFNKROGHUV DSSURYHG RXU (T
HIHFWLYH RQ 2FWREHU 2XU 30DQ SURYLGHV IRU WKH JUDQW RI LQFHQWLYH VW
RXU HPSOR\HHV DQG DQ\ RI RXU SDUHQW DQG VXEVLGLDU\ FRUSRUDWLRQV HPSOR\HHV I
UHVWULFWHG VWRFN XQLWY VWRFN DSSUHFLDWLRQ ULJKWV SHUIRUPDQFH XQLWV SHUI
FRQVXOWDQWY DQG RXU SDUHQW DQG VXEVLGLDU\ FRUSRUDWLRQV HPSOR\HHV DQG FRQ

6KDUHYV $YDLODEOH )BVY RJVODUFRKH D WRWDO RI VKDUHV RI RXU FRPPRQ
LVVXDQFH SXUVXDQW WR WKH 30DQ 7KH VKDUHV UHVHUYHG IRU LVVXDQFH XQGHU RX
VLPLODU DZDUGV JUDQWHG XQGHU RXU 30bQ WKDW DIWHU WKH WHUPLQDWLRQ RI RX

H[HUFLVHG RU LVVXHG LQ IXOO RU DUH IRUIHLWHG WR XV WHQGHUHG WR RU ZLWKKHOG |
UHSXUFKDVHG E\ XV SURYLGHG WKDW WKH PD[LPXP QXPEHU RI VKDUHV WKDW PD\ EH DG¢

7KH QXPEHU RI VKDUHY DYDLODEOH IRU LVVXDQFH XQGHU WKH 30DQ DOVR LQFOX
EHIJLQQLQJ ZLWK WKH HT XD MDRO WHKBIUOHDV W RI
VKDUHYV

RI WKH RXWVWDQGLQJ VKDUHV RI FRPPRQ VWRFN DV RI WKH ODVW GD\ RI RXU LP
VXFK RWKHU DPRXQW DV RXU ERDUG RI GLUHFWRUV PD\ GHWHUPLQH

2Q -DQXDU\ WKH QXPEHU RI VKDUHV RI RXU FRPPRQ VWRFN UHVHUYHG IRU LVV
VKDUHVY ZKLFK LV HTXDO WR RI WKH RXWVWDQGLQJ VKDUHV RI FRPPRQ VWRFN DV RI 'H

,Q DGGLWLRQ LI DQ RSWLRQ RU VWRFN DSSUHFLDWLRQ ULJKW JUDQWHG XQGHU WKH
H[HUFLVHG LQ IXO0 RU LV VXUUHQGHUHG XQGHU DQ DZDUG H[FKDQJH SURJUDP WKHQ XQ
LVVXDQFH XQGHU WKH 30DQ

2Q0\ VKDUHVY DFWXDOO\ LVVXHG SXUVXDQW WR D VWRFN DSSUHFLDWLRQ ULJKW L H
30DQ DOO UHPDLQLQJ VKDUHV RULJLQDOO\ VXEMHFW WR WKH VWRFN DSSUHFLDWLRQ UL
DzDUGV Rl UHVWULFWHG VWRFN UHVWULFWHG VWRFN XQLWY SHUIRUPDQFH VKDUHV SH
UHDFTXLUHG E\ XV GXH WR IDLOXUH WR YHVW RU DUH IRUIHLWHG WR XV ZLOO EHFRPH DY
H[HUFLVH SULFH RI DQ DZDUG RU WR VDWLVI\ WD[ ZLWKKROGLQJ REOLJDWLRQV UHODWHC

30DQ ,I DQ\ SRUWLRQ RI DQ DZbUG JUDQWHG XQGHU WKH 30DQ LV SDLG LQ FDVK UDW
Rl VKDUHVY DYDLODEOH IRU LVVXDQFH XQGHU WKH 30DQ
30DQ $GPLQLVWURRWEFR®SHQVDWLRQ FRPPLWWHH DGPLQLVWHUV RXU 30DQ ,Q WK

SHUIRUPDQFH EDVHG FRPSHQVDWLRQ ZLWKLQ WKH PHDQLQJ RI 6HFWLRQ P RI WKH &l
FRQVLVWY RI WZR RU PRUH RXWVLGH GLUHFWRUV ZLWKLQ WKH PHDQLQJ RI 6HFWLRQ
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6 XEMHFW WR WKH SURYLVLRQV RI RXU 30DQ LY HAVD /RICH W VYDWHRWVWLRDYV WK HP DN
SHUIRUP DQ\ DFWLRQV GHHPHG QHFHVVDU\ RU DGYLVDEOH WR DGPLQLVWHU WKH 30D
YDOXH RI RXU FRPPRQ VWRFN DSSURYH IRUPV RI DZDUG DJUHHPHQWYV IRU XVH XQGHU Wt
JUDQWHG DQG JUDQW DZDUGV WR VXFK VHUYLFH SURYLGHUV GHWHUPLQH WKH QXPEHU F
RI DZDUGVY LQFOXGLQJ EXW QRW OLPLWHG WR WKH H[HUFLVH SULFH WKH WLPHV RU WL
ZDLYHU RU IRUIHLWXUH UHVWULFWLRQV DQG DQ\ UHVWULFWLRQ RU OLPLWDWLRQ UHJDU
UHVFLQG UXOHY UHODWLQJ WR RXWXE SSOD@QE WRORGLOJRRUWBPWQRIHDFK DZDUG LQFOXG
GLVFUHWLRQDU\ DXWKRULW\ WR H{IWHQG WKH SRVW WHUPLQDWLRQ H[HUFLVDELOLW\ SHU
HIWHQGHG SDVW LWV RULJLQDO PD[LPXP WHUP WR DOORZ SDUWLFLSDQWYV WR VDWLVI\\
PLQLVWHULDO GXWLHV WR DQ\ RI RXU HPSOR\HHVY WR DXWKRUL]JH DQ\ SHUVRQ WR WDNH
DZzDUG SUHYLRXVO\ JUDQWHG E\ \WWRW LDYGP LODQ & WLRD WRORWRDESDHWLFLSDQW WR GHIHU WKt
VKDUHVY WKDW ZRXOG RWKHUZLVH EH GXH WR VXFK SDUWLFLSDQW XQGHU DQ DZDUG 7KH
RSSRUWXQLW\ WR WUDQVIHU RXWVWDQGLQJ DZDUGY WR D ILQDQFLDO LQVWLWXWLRQ RU
H[FKDQJH SURJUDP E\ ZKLFK RXWVWDQGLQJ DzDUGV PD\ EH VXUUHQGHUHG RU FDQFHOOH
KLJKHU RU ORZHU H[HURUWYI®@WULHAHPD/Q ®EDMWQW M\BHGROQG RU FDVK RU E\ ZKLFK WKH H[HLU
LQFUHDVHG RU UHGXFHGV G IDVGARRGM. VWQUDMWRSW HWDWLRQV DQG RWKHU DFWLRQV DUH IL
DOVR KDV WKH DXWKRULW\ WR DOORZ SDUWLFLSDQWYV WKH RSSRUWXQLW\ WR SDUWLFLSL
FDQFHOOHG LQ H[FKDQJH IRU DZDUGV RI WKH VDPH W\SH ZKLFK IFHRAHQDAY RV K UPR/H U DRZUDHBTRN
DQG RU FDVK SDUWLFLSDQWY ZRXOG KDYH WKH RSSRUWXQLW\ WR WUDQVIHU RXWVWDQG
WKH DGPLQLVWUDWRU DQG RU LLL WKH H[HUFLVH SULFH RI DQ RXWVWDQGLQJ DZDUG LV

6WRFN 2SWLRBR®QWRFN RSWLRQV PD\ EH JUDQWHG XQGHU RXU 30DQ 7KH H[HUFLVH S
GHWHUPLQHG E\ WKHSDRBPLQHGWUHOMNWR WKH H[HUFLVH SULFH RI LQFHQWLYH VWRFN RSWLR
WKH IDLU PDUNHW YDOXH RI RXU FRPPRQ VWRFN RQ WKH GDWH RI JUDQW 7KH WHUP RI D
UHVSHFW WR DQ\ SDUWLFLSDQW ZKR RZQV PRUH WKDQ Rl WKH YRWLQJ SRZHU RI DOO
DQG WKH H[HUFLVH SULFH PXVW HTXDO DW OHDVW RI WKH IDLU PDUNHW YDOXH RQ Wk
DGPLQLVWUDWRU ZLOO GHWHUPLQH WKH WHUP RI DOO RWKHU RSWLRQV 7KH DGPLQLVWU
RSWLRQ ZKLFK PD\ LQFOXGH WR WKH H[WHDQW SWHIDALAMW RGE RWXSHSO & BB 56 H VO\DZFB ¥ HZSVOIDE
RWKHU W\SHV RI FRQVLGHUDWLRQ VXEMHFW WR WKH SURYLVLRQV RI RXU 30DQ

$IWHU WKH WHUPLQDWLRQ RI VHUYLFH RI DQ HPSOR\HH GLUHFWRU RU FRQVXOWDQW
IRU WKH SHULRG RI WLPH VWDWHG LQ KLV RU KHU DZDUG DJUHHPHQW *HQHUDOO\ XQGHL
LV GXH WR GHDWKVRH BEWRRIQORW\WWRFN DSSUHFLDWLRQ ULJKW ZLOO UHPDLQ H[HUFLVDE
DSSUHFLDWLRQ ULJKW ZLOO JHQHUDOO\ UHPDLQ H[HUFLVDEOH IRWQ GR\NYIRQW R \QD QVK
H[HUFLVHG ODWHU WKDQ WKH H[SLUDWLRQ RI LWV WHUP

6WRFN $SSUHFLDWLRWRENDHYSUHFLDWLRQ ULJKWYV PD\ EH JUDQWHG XQGHU RXU
WR UHFHLYH WKH DSSUHFLDWLRQ LQ WKH IDLU PDUNHW YDOXH RI RXU
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FRPPRQ VWRFN EHWZHHQ WKH H[HUFLVH GDWH DQG WKH GDWH RI JUDQW 6XEMHFW WR W
WHUPV RI VWRFN DSSUHFLDWLRQ ULIJKWV LQFOXGLQJ ZKHQ VXFK ULJKWV EHFRPH H[HUFL
VKDUHV RI RXU FRPPRQ VWRFN RU D FRPELQDWLRQ WKHUHRI H[FHSW WKDW WKH SHU VK
RI' D VWRFN DSSUHFLDWLRQ ULJKW ZLOO EH QR OHVV WKDQ RI WKH IDLU PDUNHW YDO

5HVWULFWHG 6WRWNLFWHG VWRFN PD\ EH JUDQWHG XQGHU RXU 30DQ 5HVWULFW
VWRFN WKDW YHVW LQ DFFRUGDQFH ZLWK WHUPV DQG 7KRHQDBE WILRIQMVRHNDWIREJOZ VB @& G5 H WW K
UHVWULFWHG VWRFN JUDQWHG DQG PD\ LPSRVH ZKDWHYHU FRQGLWLRQV WR YHVWLQJ LW
UHVWULFWLRQV EDVHG RQ WKH DFKLHYHPHQW RI VSHFLILF SHUIRUPD QFHLWVWRD O0R R & ROM
DFFHOHUDWH WKH WLPH DW ZKLFK DQ\ UHVWULFWLRQV ZLOO ODSVH RU EH UHPRYHG 6KEL
UHSXUFKDVH RU IRUIHLWXUH

5HVWULFWHG 6WRFEHWWQMALWIMWHG VWRFN XQLWY PD\ EH JUDQWHG XQGHU RXU 30D
UHSUHVHQWLQJ DQ DPRXQW HTXDO WR WKH IDLU PDUNHW YDOXH RI RQH VKDUH RI RXU FF
FRQGLWLRQV RI UHVWULFWHG VWRFN XQLWV LQFOXGLQJ WKH QXPEHU RI XQLWYV JUDQWH
SHUIRUPDQFH FULWHULD RU FRQWLQXHG VHUYLFH WR XV DQG IMKHWMRWYROIKY @ WLFRLHW LARI(
WLPH DW ZKLFK DQ\ UHVWULFWLRQV ZLOO ODSVH RU EH UHPRYHG

SBHUIRUPDQFH 8QLWY DQG 3HUIRSPDIRRIHP BRBHHWLWY DQG SHUIRUPDQFH VKDUHV PD\
JHUIRUPDQFH XQLWY DQG SHUIRUPDQFH VKDUHY DUH DZDUGV WKDW ZLOO UHVXOW LQ D ¢
DGPLQLVWUDWRU DUH DFKLHYHG RU WKH DZDUGY RWKHUZLVH YHVW 7KH DGPLQLVWUDWF
SHUIRUPDQFH JRDOV LQ LWV GLVFUHWLRQ ZKLFK GHSHQGLQJ RQ WKH H[WHQW WR ZKLFF
SHUIRUPDQFH XQLWY DQG SHUIRUPDQFH VKDUHV WR EH SDLG RXW WR SDUWLFLSDQWYV $I
DGPLQLVWQDWRUVROH GLVFUHWLRQ PD\ UHGXFH RU ZDLYH DQ\ SHUIRUPDQFH REMHFWLY
SHUIRUPDQFH VKDUHV (DUQHG SHUIRUPDQFH XQLWV RU SHUIRUPDQFH VKDUHV PD\ EH SD
DV GHWHUPLQHG E\ WKH DGPLQLVWUDWRU

BHUIRUPDQFH $ZBUWGYRUPDQFH DZDUGV PD\ EH JUDQWHG XQGHU RXU 30DQ 3HUIR
SD\PHQW WR D SDUWLFLSDQW EDVHG RQ WR ZKDW H[WHQW SHUIRUPDQFH JRDOV HVWDEO
7KH DGPLQLVWUDWRU ZLOO HVWDEOLVK &RPSDQ\ ZLGH GLYLVLRQDO EXVLQHVV XQLW R
HIWHQW WR ZKLFK WKH\ DUH PHW ZLOO GHWHUPLQH WKH QXPEHU DQG RU WKH YDOXH RI
D SHUIRUPDQFH DZDUG WIQHLWFPYROVUWOULNYWBHWLRQ PD\ UHGXFH RU ZDLYH DQ\ SHUIRUPI
SHUIRUPDQFH DZDUG (DUQHG SHUIRUPDQFH DZDUGYV PD\ EH SDLG LQ WKH IRUP RI FDVK
DGPLQLVWUDWRU

1RQ (PSOR\HMHFWR XU 30DQ SURQR®HNP\SRBVHIBROMRUY ZLOO EH HOLJLEOH WR UH
IRU LQFHQWLYH VWRFN RSWLRQV XQGHU WKH 30DQ ,Q RUGHU WR SUR QRS HDP B DR\R¥
GLUHFWRUV RXU 30DQ SURYLGHYV DDHRIOWHIPG DR\ BEYWRQ IZVEDOQRWD EEH JUDQWHG DZDUC
JUDQW GDWH IDLU YDOXH JUHDWHU WKDQ EXW WKDW LQ WKH ILVFDO \HDU WKDW D
JUDQWHG DQ DZDUG XQGHU RXU
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30DQ ZLWK D JUDQW GDWH IDLU YDOXH RI XS WR 7KH JUDQW GDWHIPDLFBRBR XOH W |
UHIOHFW WKH LQWHQGHG VL]H RI DQ\ SRWHQWLDO JQRQWAP B CCROBAHR-RAPR.UAP M Q @ HWRRRIDNH <
6HH WKH VHFWLRQ RI WKLV GDRVSHIFWXW ERQWERRGRBHRMU &RPSHQVDWLRQ

IRQUDQVIHUKRELsZIDM\GMBQOHVY WKH DGPLQLVWUDWRU SURYLGHV RWKHUZLVH RXU
DzDUGVY DQG RQO\ WKH UHFLSLHQW RI DQ DZDUG PD\ HIHUFLVH DQ DZDUG GXULQJ KLV Rl

&HUWDLQ $GMXVWRHEWWHQW RI FHUWDLQ FKDQJHV LQ RXU FDSLWDOL]DWLRQ DV VH
HQODUJHPHQW RI WKH EHQHILWY RU SRWHQWLDO EHQHILWYV DYDLODEOH XQGHU RXU :
PD\ EH GHOLYHUHG XQGHU RXU 3PDMmV P X 8 b WIKHH RAPEHDWLUHY FRYHUHG E\ HDFK RXWV
OLPLWV VHW IRUWK LQ RXU 30DQ

'LVVROXWLRQ RU /LT)XLWEKWLHRYHQW RI RXU SURSRVHG OLTXLGDWLRQ RU GLVVROXWLF
SUDFWLFDEOH DQG DOO RXWVWDQGLQJ DZzDUGYVY ZLOO WHUPLQDWH LPPHGLDWHO\ SULRU \

OHUJHU RU &KDQJH LQ2ERQWURO®DQ SURYLGHV WKDW LQ WKH HYHQW RI D PHUJHU RU
30DQ HDFK RXWVWDQGLQJ bZDUG ZLOO EH WUHDWHG DV WKH DGPLQLVWUDWRU GHWHUP
SRUWLRQ RI DQ bzDUG WKH SDUWLFLSDQW ZLOO IXOO\ YHVW LQ DQG KDYH WKH ULJKW
RXWVWDQGLQJ RSWLRQV DQG VWRFN DSSUHFLDWLRQ ULJKWY ZLOO EHFRPH YWHWRWWGS VDQG(
UHVWULFWHG VWRFN DQG UHVWULFWHG VWRFN XQLWY ZLOO ODSVH DQG DOO SHUIRUPDC
DQG bzDbUGVYV ZLOO GHHPHG WR EH DFKLHYHG DW DV RI LPPHGLDWHO\ SULRU WR WKH V
WKDW DUH FRQWLQXHG XQGHU WKH WHUPV RI RXU 30DQ LI WKH VHUYLFH RI WKDW RX
WKDQ SXUVXDQW WR D YROXQWDU\ UHVLJQDWLRQ KLV RU KHU VWRENQRSWYRQWX OBV QOB (
LPPHGLDWHO\ HIHUFLVDEOH DOO UHVWULFWLRQV RQ KLV RU KHU UHVWULFWHG VWRFN Z
KHU SHUIRUPDQFH VKDUHV DQG XQLWYV ZLOO EH GHHPHG DFKLHYHG DW RI WDUJHW OH

JRUIHLWXUH DQG &OOZEAFWNGY JUDQWHG XQGHU RXU 30DQ DUH VXEMHFW WR UHFF
UHTXLUHG WR DGRSW XQGHU WKH OLVWLQJ VWDQGDUGYV RI DQ\ QDWLRQDO VHFXULWLHYV |
UHTXLUHG E\ DSS@QLBPOBQWICRDYZ WKH DGPLQLVWUDWRU PD\ SURYLGM UQJBY D ZOHD\® HDQ WHNH |
UHVSHFW WR VXFK DZDUG VKDOO EH VXEMHFW WR UHGXFWLRQ FDQFHOODWLRQ IRUIHLW
DQ\ DFFRXQWLQJ UHVWDWHPHQW WKH UHFLSLHQW RI DQ DZDUG ZLOO EH UHTXLUHG WR L
RI DQ DZDUG HDUQHG RU DFFUXHG XQGHU FHUWDLQ FLUFXPVWDQFHV

$PHQGPHMWPEZQDWLRQU DELOLW\ WR JUDQW LQFHQWLYH VWRFN RSWLRQV XQGHU WKI
WKH ZLOO H[SLUH LQ 7KH DGPLQLVWUDWRU KDV WKH DXWKRULW\ WR DPHQG VXV¢
PDWHULDOO\ LPSDLU WKH H[LVWLQJ ULJKWV Rl DQ\ SDUWLFLSDQW VXEMHFW WR FHUWDL

(TXLW\ ,QFHQWLYH 30DQ

2XU ERDUG RI GLUHFWRUV DGRSWHG DQG RXU VWRFNKROGHUY DSSURYHG RXU 30
DPHQGHG LQ '"HFHPEHU |IHFWLRH@YHKWVHRI RXU
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30DQ WKH 30DQ WHUPLQDWHG DQG ZH ZLOO QRW JUDQW DQ\WEKBLWLBQDQ DIZOW GR X
WKH WHUPVY DQG FRQGLWLRQV RI WKH RXWVWDQGL$M RIZONBWKSUHYLRRSW\L RQNQWR G XNK-H
RXU FRPPRQ VWRFN ZHUH RXWVWDQGLQJ XQGHU RXU 30DQ 2SWLRQV JUDQWHG XQGHI
GHVFULEHG DERYH ZLWK UHVSHFW WR RSWLRQV XQGHU WKH 30DQ 2XU 30DQ SUR)Y

30DQ XQOHVV RWKHUZLVH SURYLGHG LQ DQ LQGLYLGXDO DZDUG DJUHHPHQW RXU E
L DUUDQJH IRU WKH VXUYLYLQJ RU DFTXLULQJ HQWLW\ WR DVVXPH FRQWLQXH RU VXE\
DZDUG ZLWK VXFK DZDbUG WHUPLQDWLQHB REWOQRWWLPHRIVHNEHSPKBRBQIJIWWR Q' KRMPWURO LLL
FDVK FRQVLGHUDVNLRRU I[HRDQ\G PD\ FRQVLGHU DSSURSULDWH RU LY PDNH D SD\PHQW L
GLUHFWRUV HTXDO WRRWKH MfEKHWDAXH Q! WKH SURSHUW\ WKH KROGHU RI WKH DZDUG Z
RYHU E DQ\ H[HUFLVH SULFH SD\DEOH E\ VXFK KROGHU LQ FRQQHFWLRQ ZLWK VXFK H[HL
30DQ JHQHUDOO\ ZLOO QRW DOORZ IRU WKH WUDQVIHU RI DZDUGVY DQG RQO\ WKH UHFLS

(PSOR\HH ,QFHQWLYH &RPSHQVDWLRQ 30DQ

2XU FRPSHQVDWLRQ FRPPLWWHH DGRSWHG DQ (PSOR\HH ,QFHQWLYH &RPSHQVDWLRQ
DOORZV RXU FRPSHQVDWLRQ FRPPLWWHH RU RWKHU VXFK FRPPLWWHH DV GHWHUPLQHG
VHOHFWHG HPSOR\HHV RI RNWEFRWEYQL REORKGU @] R XUF QDWW HEDN [HGE X8 ROQHSRIWIRUPDQFH JF
FRPSHQVDWLRQ FRPPLWWHH 3XUVXDQW WR WKH %RQXV 30DQ RXU FRPSHQVDWLRQ FRPEF
SDUWLFLSDQW DQG D ERQXV SRRO ZLWK DFWXDO DZDUGV SD\DEOH IURP VXFK ERQXV SRI

8QGHU WKH %RQXV 30DQ RXU FRPSHQVDWLRQ FRPPLWWHH LQ LWV VROH GLVFUHWL
ZKLFK JRDOV PD\ LQFOXGH ZLWKRXW OLPLWDWLRQ DQQXDOL]HG UHFXUULQJ UHYHQXH L
GLYHVWLWXUHV DQG DFTKDVKWSIRRQW LRRI) KF RRZUDFW DZDUGV RU EDFNORJ FXVWRPHU UF
PD\ LQFOXGH HDUQLQJV EHIRUH LQWHUHVW DQG WD[HV HDUQLQJV EHIRUH WD[HVUR®G ®I
JURZWK LQ VWRFNKROGHU YDOXH UHODWLYH WR WKH PRYLQJ DYHUDJH RI WKH 6 3 ,QG
QHW SURILW QHW VDOHV QHZ SURGXFW GHYHORSPHQW QHZ SURGXFW LQYH@WHEBQWLDI
H[SHQVHY RSHUDWLQJ LQFRPH RSHUDWLQJ PDUJLQ RYHUKHDG RU RWKHU H[SHQVH UHG
SURGXFWURILIMN UHWDLQHG HDUQLQJV UHWXUQ RQ D VWHW/XU @ HRWQXIUIDY R QWMHQW D O H W K W(
JURZWK VDOHV UHVXOWVY VDOHV JURZWK VWRFN SULFH WLPH WR PDUNHW WRWDO VWF
UHYLHZV RU RWKHU VXEMHFWLYH RU REMHFWLYH FULWHULD $V GHWHUPLQHG E\ RXU FRF
UHVXOWYV PD\ EH GHWHUPLQHG L@ D MEKGIR QP ZILMX UBRKRQW ¥IRDDOEQBDVRMHRY XUHV D Q(
PD\ EH DGMXVWHG E\ RXU FRP S HRWHD WILWE FFR RRLWWEKG JRWHG RU XQH[SHFWHG LWHPV DQ
ZKHWKHU WKH SHUIRUPDQFH JRDOV KDYH EHHQ PHW 7KH JRDOV PD\ EH RQ WKH EDVLV RI
DQG PD\ EH RQ DQ LQGLYLGXDO GLYLVLRQDO EXVLQHVV XQLW RUHRRSRP\SDIGWHL EDYD YW
IURP DZDUG WR DZDUG

2XU FRPSHQVDWLRQ FR®PLLWMVWRIOMDELVFUHWLRQ DQG DW DQ\ WLPH LQBBWXDK DZIBL
LQFUHDVH UHGXFH RU HOLPLQDWH WKH DPRXQW DOORFDWHG WR WKH
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ERQXV SRRO IRU D SDUWLFXODU SHUIRUPDQFH SHUNLR® DER YOH W/ )8\ HEPUSHZ PW/GEH E RGR
FRPPLWWAHNFUHWLRQ 2XU FRPSHQVDWLRQ FRPPLWWHH PD\ GHWHUPLQH WKH DPRXQW RI
UHOHYDQW DQG LW ZLOO QRW EH UHTXLUHG WR HVWDEOLVK DQ\ DOORFDWLRQ RU ZHLJK

$FWXDO DZDUGV ZLOO EH SDLG LQ FDVK RU LWV HTXLYDOHQW LQ D VLQJOH OXPS V:
GXULQJ ZKLFK WKH\ DUH HDUQHG DQG DIWHU WKH\ DUH DSSURYHG E\ RXU FRPSHQVDWLR(
PRQWK RI WKH FDOHQGDU \HDU IROORZLQJ WKH GDWH WKH DZDUG KDV EHHQ HDUQHG 8Q
DQ DFWXDO DZDUG D SDUWLFLSDQW PM\OWEMHHRISRRUNG WKHR X R WIQHDEDWH WKH ERQXV

2XU ERDUG RI GLUHFWRUY DQG RU RXU FRPSHQVDWLRQ FRPPEMOWHRULWHWRHQD W R OW
SURYLGHG VXFK DFWLRQ GRHV QRW ZLWKRXW WKH FRQVHQW RI WKH SDUWLFLSDQW DOV
VXFK SDUWLFLSDQW

N 30DQ

:H PDLOWDDLQTEDOHMHEGHPHQW SODQ RU RXU N SODQ WKDW SURYLGHV HOLJLEOL
RQWD[ DGYDEWWVUIMG(OLILEOH HPSOR\HHY DUH DEOH WR SDUWLFLSDWH LQ WKH N SOD
WKH N VSIOOIQLELOLW\ UHTXLUHPHQWY DQG SDUWLFLSDQWY DUH DEOH WR GHIHU XS W
&RGH OLPLWY $00 SDUWLFLSDQWYV LQWHUHVWY LQ WKHLU GHIHUUDOV DUH YHVWHG
FROQWULEXWLRQV DQG SURILW VKDULQJ FRQWULEXWLRQV WR HOLJLEOH SDUWLFLSDQW®BU
SHULRG
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

7KH IROORZLQJ LV D VXPPDU\ RI WUDQVDFWLRQV VLQFH -DQXDU\ LQ ZKWRKZWKHKDZPH X%
H[FHHGHG RU ZLOO H[FHHG DQG LQ Z2KEHRK\D QG LRIHFXMR H VH RURIPRAWRIIUY RU EHQHILFI
FODVV RI RXU FDSLWDO VWRFN RU DQ\ LPPHGLDWH IDPLO\ PHPEHU RI RU SHUVRQ VKDUL
KDYH D GLUHFW RU LQGLUHFW PDWHULDO LQWHUHVW RWKHU WKDQ FRPSHQVDWLRQ DUUI
([HFXWLYH &RPSHQVDWLRQ

Stockholders’ Agreement

:H DUH SDUW\ WR WKH 6WRFNKROGHUV $JUHHPHQW ZKLFK FRQWDLQV VSHFLILF ULJ
RZQHUV RI RXU FRPPRQ VWRFN ,Q DGGLWLRQ WKH 6WRFNKROGHUV $JUHHPHQW FRQWDL
LWV FRPPLWWHHY ZKLFK DUH GLVFX%RBDE X ®RGEG HWI WKW RUWIHFIYQ B Q& RU B/FOUHBBWH *RYHUQDQFH

Voting Agreement. 8QGHU WKH 6WRFNKROGHUVY $JUHHPHQW RXU 3ULQFLSDO 6WRFNKROC
FDVWLQJ DOO YRWHV WR ZKLFK VXFK H[LVWLQJ RZQHUVY DUH HQWLWOHG WR FDVW DW DQ
FRPSRVLWLRQ RI RXU ERDUG RI GLUHFWRUYV DQG LWV FRPPLWWHHY FRPSOLHV ZLWK DQG
6WRFNKROGHUV $JUHHPHQW UHODWHG WR WKH FRPSRVLWLRQ RI RXU ERDUG RI GLUHFWF
%RDUG RI 'LUHFWRUYVY DQG &RUSRUDWH *RYHUQDQFH &RPSRVLWLRQ RI WKH %RDUG

Silver Lake Sumeru Approvals 8QGHU WKH 6WRFNKROGHUV $JUHHPHQW DQG VXEMHFW WR R
LQFRUSRUDWLRQ DQG DPHQGHG DQG UHVWBWH® BD\RQZ\D VDW KHDBSIOQ FIDFIOH 6MDRZF NK RO G H |
GLUHFWO\ RULQQWKHHRWOMIJDWH DW OHDV3RVWRBKWKHYVU PRO®HIEWHBHLQ WKH 6WRFNKROC
IRUDQ\ UHRUJDQL]DWLRQ UHFDSLWDOL]DWLRQ VWRFN GLYLGHQG VWRNNFDSOWW OUHWHLUL
IROORZLQJ DFWLRQV ZLOO UHTXLUH WKH DSSURYDIWRDWXKYHERRWE RI CGWEBRADYRWW IR FBQ K

DQ\ YROXQWDU\ OLTXLGDWLRQ ZLQGLQJ XS RU GLVVROXWLRJHRUJDQ\L IFWLLRR® RIH O
WKH &RPSDQ\ RU LWV VXEVLGLDULHYV

FHUWDLQ GLVSRVLWLRQV RI DVVHWY ZLWK D YDOXH LQ H[FHVV RI PLOOLRQ RU H
PLOOLRQ LQ HDFK FDVH E\ WKH &RPSDQ\ RU LWV VXEVLGLDULHV

IXQGDPHQWDO FKDQJHW LRUWKH RESDLQGLDULHY H[LVWLQJ OLQHV RI EXVLQHVV RU
DQ\ DPHQGPHQWYV WRVVWDKH @BRSDIQG UHVWDWHG FHUWLILFDWH RI LOQOFRUSRUDWLRQC
LQFXUUHQFH RI LQGHEWHGQHVV LQ H[FHVV RI PLOOLRQ

DSSRLOQWPHQW RU WHUPLQDWLROFRIUWRE &KLHI ([HFXWLYH 21

FKDQJH RI FRQWURO WUDQVDFWLRQV

Transfer Restrictions. 8QGHU WKH 6WRFNKROGHUV $JUHRPHNHY B@GEWD RLEFROWT KYH DJUH
FHUWDLQ OLPLWHG H[FHSWHRQV HQRW QUR WUDQVIHU
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DVVLJQ SOHGJH K\SRWKHFDWH FRQYH\ RU RWKHUZLVH GLVSRVH RI RU HQFXPEHU DQ\ V

6XPHUX XQWLO WKH HDUOLHU RI L WZR \HDUV IRHURDLQ RWKR YHRPEIWHWLRQ BRXWG L ML Wil

UHGXFWLRQ RI LWV KROGLQJV RI FRPPRQ WNRKN EHROORB3URY RXM/GL QRIRBEIMY SDXEE DY R F L D

HDFK KDYH WKH ULJKW WR VHOO D QXPEHU RI VKDUHVY HTXDO WR XS WR RlI WKH WRWDO
RI WKH 6HFXULWLHV $FW

Drag Along Right. )RU VR ORQJ DV 6LOYHU /DNH 6XPHUX KROGY JUHDWHU WKDQ R1 RXU
6XPHUX DSSURYHV D FKDQJH RI FRQWURO WFrNAVDFWEMQ LAPIFXKWRI ZERQLHEH WMHTXLUHG WR
VXFK WUDQVDFWLRQ DQG LI VWUXFWXUHG DV D VDOH RI VKDUHVY VHOO LWV VKDUHV WR
6 XPHUX

5HILVWUDWLRQ 5LJKWV $JUHHPHQW

:H DUH SDUW\ WR DQ $PHQGHG DQG 5HVYWDWHG 5HIJLVWUDWLRQ 5LJKWV $JUHHPHQW
RU WKH 5HJLVWUDWLRQ 5LJKWV $JUHHPHQW 8QGHU WKH 5HJLVWUDWLRQ 5LJKWV $JUHHP
UHJLVWUDWLRQ RI WKHLU VKDUHKN XIQIH S DN KHK 6IHE X ULLWA BIYWSIERVQ H[SHQVHYV RWKHU WKD(
VWRFN WUDQVIHU WD[HV RI WKH KROGHUV RI WKH VKDUHY UHJLVWHUHG SXUVXDQW WR W

6LOYHU /DNH 6XPHUX ZLOO & HDH@BVN UW OIRWVGNVW BWIHRIQVDLIXKWY RQ RQH RU PRUH RFFDVL
FRPSOHWLRQ RI RXUHUQOQWLBO $SREBEBEHU ,FRQLT ZL OWHA HVMQM WA R I)GUWRK WWVURWD RQ
%HJILQQLQJ WZR \HDUV IROORZLQJ WKH FRPIS@HVRIURDRRHREHIX® NW U DIDYeSSAHPUAF RDWL ZLOC
WR FHOWDHOQLVWUDWLRQ ULJKWV RQ RQH RU PRUH RFFDVLRQV ,Q DGGLWLRQ IHIUZBQRSU VD
RXU FDSLWDO VWRFN XQGHU WKH 6HFXULWLHV $FW WKH RWKHU 3ULQFLSDO 6WRFNKROGI
KROGHUV WR LQFOXGH WKHLU VKDUHV LQ VXFK UHJLVWUDWLRQ VXEMHFW WR FHUWDLQ F

7KH UHJLVWUDWLRQ ULIJKWV GHVFULEHG DERYH DSSO\ WR L VKDUHV RI RXU FRPPRC(C
DILOLDWHYVY DQG LL DQ\ RI RXU FDSLWDO VWRFN RU WKDW RI RXU VXEVLGLDULHV LVVX
L ZLWK UHVSHFW WR DQ\ GLYLGHQG GLVWULEXWLRQ UHFDSLWDOL]DWLRQ UHRUJDQL]D
7KHVH UHJLVWUDWLRQ ULJKWYV DUH DOVR IRU WKH EHQHILW RI DQ\ VXEVHTXHQW KROGHU
FHDVH WR EH 5HJLVWUDEOH 6HFXULWLHYV ZKHQ WKHHKDYH BEHRHDG \LROBRPQ ML D { 5HVIVLNWKH &
RU UHSXUFKDVHG E\ XV RU RXU VXEVLGLDULHV ,Q DGGLWLRQ ZLWK WKH FRQVHQW RI WK
5HIJLVWUDEOH 6HFXULWLHY KHOG E\ D SHUVRQ RMRHDWHWRLEOIDO FHD V/ID NAHR 6EXH BB LIVOVA D |
ZLWKRXW OLPLWDWLRQ XQGHU 5XOH Rl WKH 6HFXULWLHV $FW

6WRFN 6XEVFULSWLRQ $JUHHPHQW

2Q 2ZFWREHU ZH HQWHUHG LQWR D VWRFN VXEVFULSWLRQ DJUHHPHQW ZLWK ,F
FRPPRQ VWRFN WR ,FRQLT DW SHU VKDUH IRU DJJUHJDWH JURVYV FDVK SURFHHGYV RI

/HIJDO 6HUYLFHV 5HLPEXUVHPHQW

$V RI '"HFHPEHU ZH DFFUXHG IRU FRVWV Rl WKLUG SDUW\ OHJDO VHUYLFHV LQI
OU 6SDQLFFLDWL UHODWLQUHWRQRXUQIGQRWKBO EREORE RW H
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UHODWHG RMWMWWDWHIPRXQWY DFFUXHG DW 'HFHPEHU ZHUH R1 ZKLFK ZHUH
LQFOXGHG LQ RWKHU DMMHWNV BRVGMMHUUHG RI

(PSOR\PHQW $UUDQJHPHQW

,VDDRFNHAKR LV WKH VRENRRXOVY &KLHI ([HERMUDWHEHHQ HPSOR\HG E\ XV VLQFH Y=Y
BUHVLGHQW RI 3URGXFW ODQDJHPHQW +LV DQG WRWDO FR P SEHRQOW LHRTX L W LIF
FRPPLVVLRQV DV DSSOLFDEOH ZDV D@G ZDV LQUENSH FALMWKH®LPLO,MU2BE RRIE

ZH JUDQWHGEPNRWWQ RSWLRQ DZDUG FRYHULQJ VKDUHV Rl RXU FRPPRQ VWRFN I

3DUWLFLSDWLRQ LQ RXBUQQWLDO 3XEOLF 21

&HUWDLQ HODOWDWHGE DUWK ,FRQLT D KROGHU RI PRUH WKIDA@LDWH RXD PRIPERQ RWRKR
SXUFKDVHG VKDUHV RI RXU FRPPRQ VMUREN IDQVRXKHL QQURDIDOIXEBQFKRRIXQGHUZULW
GLVFRXQW IURP WKH VKDIUHW WRIOEDOWRVKNFIGIDGE IURP DOO RWKHIHVKQUHY VROG WR WKH ¢

,QGHPQLILFDWLRHURID2QG 'LUHFWRUYV

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH Rl LQFRUSRUDWLRQ FRQWDLQV SURYLV
&RUSRUDWLRQ /DZ Rl WKH 6WDWH RI '"HODZDUH WKH SHUVYRRHDO/ ORDERRQMW BRU\RG D POLIGIFVF
ILGXFLDU\ GXWLHV DIMFBUYHEMWR DV HRQGRIG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDW
PXVW LQGHPQLI\ RXU GLUHRWRHUWN DOQYG HHBFXWEMWMR @RI\ RXU HPSORVHHY DQG RWKHU DJHQ)\
*HQHUDO &RUSRUDWLRQ /DZ RI WKH 6WDWH RI '"HODZDUH

6HFWLRQ RI WKH *HQHUDO &RUSRUDWLRQ /DZ RI WKH 6WDWH Rl '"HODZDUH SURYLG
WR DQ DFWLRQ E\ UHDVRQ RI WKH IDFW WkXW LKHHHBRE O R HH EDR/UDDGHQMF RIRWKH FRUSRUDW I
UHTXHVW RI D FRUSRUDWLRQ DJDLQVW H[SHQVHV LQFOXGLQJ DWWRUQH\V IHHV MXGJP
LQFXUUHG E\ KLP RU KHU LQ FRQQHFWLRQ ZLWK VXFK DFWLRQ LI KH RU VKH DFWHG LQ JF
RSSRVHG WR WKH EHVW LQWHUHVWYV RI WKH FRUSRUDWLRQ DQG ZLWK UHVSHFW WR DQ\
KHU FRQGXFW ZDV XQODZIXO H[FHSW WKDW LQ WKH FDVH RI DQ DFWLRQ E\ RU LQ ULJKW
UHVSHFW RI DQ\ FODLP DV WR ZKLFK VXFK SHUVRQ LV DGMXGJHG WR EH OLDEOH WR WKH

:H KDYH HQWHUHG LQWR LQGHPQLILFDWLRQ DJUHHIRHFQWW ZIQONVKGRXW GR Q H¥FRV RUKH D Q
RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ DQG DPHQGHG DQG UH\
DQ\ QHZ GLUHFWRUV DEBW/[HRXWKMH XWX UH

:H KDYH SXUFKDVHG DQG LQWHQG WR PDLQWDLQ LQVXUDQFH RQ EHKDOI RI HDFHKUNQ
DJDLQVW DQ\ ORVV DULVLQJ IURP DQ\ FODLP DVVHUWHG DJDLQVW KLP REKHEW QR LKHXW

Certain Relationships

JURP WLPH WR WLPH ZH GR EXVLQHNY ZDWHK GR WKWK GLRPYSHDUD L BINHHDEB ) © H K X HD W & D, WRIMQ
DUUDQJHPHQWY KDYH EHHQ HQWHUHG LQWR LQ WKH RUGLQDU\ FRXUVH RI EXVLQHVV DQG
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Policies and Procedures for Related Party Transactions

,Q FRQQHFWLRQ ZLWK IRXUW QD LRXD O XSKIEW IFRRPLWWHH DQG RXU ERDUG URD GV IV MWRRQY
ZKLFK SURYLGHV WKDW RXU DXGLW FRPPLWWHH LV UHVSRQVLEOH IRU UHYLHZLQJ DQG D¢
WUDQVDFWLRQ LV RQ DQ DUPV OHQJWK EDVLV ZKHWKHU WKHUH DUH EXVLQHVV UHDVRQYV
LQGHSHQGHQFH DQG ZKHWKHU WKH UHODWHG SDUW\ WUDQVDFWLRQ ZR X0 GDSUMDFHQL\R @ G
DSSOLHV WR DQ\ WUDQVDFWLRQ DUUDQJHPHQW RU UHODWLRQVKLS RU DQ\ VHULHV RI V
SDUWLFLSDQW WKH DPRXQW LQYROYHG H[FHHGV DQG D UHODWHG SHUVRQ KDG RU
GLUHFWRUV ZLWK DQ\ LQWHUHVWHG GLUHFWRU UHFXVLQJ KLP RU KHUVHOI UHYLHZHG D
RIHULQJ DQG IROORZLQJI RMUQLQ RWUDDXSXBOERPRPLWWHH ZLOO DSSURYH DOO RI RXU UHOI

:H EHOLHYH WKDW ZH KDYH H[HFXWHG DOO WKH WUDQVDFWLRQV GHVFULEHG DERYH
XQDUOLDWHG WKLUG SDUWLHV ,W LV RXU LQWHQWLRQ WR HQVXUH WKDW DOO IXWXUH UH
QR OHVV IDYRUDEOH WR XV WKDQ WKRVHOWEBDW& MW KRXG G REWIDHWY IURP XQDI
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PRINCIPAL AND SELLING STOCKHOLDERS

7KH IROORZLQJ WDEOH VHWYV IRUWK LQIRUPDWLRQ UHJDUGLQJ EHQHILFLDO RZQHUVK
UHIOHFW WKH VKDUHV RI FRPPRQHWNRBNDWWRXPHQIROB HHWKIHWRIRI WKH XQGHUZULWHUV
WKH VHOOLQJ VWRHNMKRQGHE\Y LQ WKH RI

HDFK SHUVRQ RULDURXHRBISHUVRQV NQRZQ E\ XV WR EH WKH EHQHILFLDO RZQHU RI
HDFK RI RXU QDPHGLHFHWFXWLYH RI

HDFK Rl RXU GLUHFWRUV

DOO H[HFIXWHYM BQG GLUHFWRUV DV D JURXS DQG

HDFK VHOOLQJ VWRFNKROGHU

$SSOLFDEOH SHUFHQWDJH RZQHUVKLS LV EDVHG RQ VKDUHV RI RXU FRPPRQ "
VWRFN VXEMHFW WR RSWLRQV FXUUHQWO\ HIHUFLVDEOH RU H[HUFLVDEOH ZLWKLQ GD\W
RFFXU ZLWKLQ GD\V RI ODUFK DUH GHHPHG WR EH RXWVWDQGLQJ DQG EHQHILFLEC

FRPSXWLQJ WKH SHUFHQWDJH RI EHQHILFLDO RZQHUVKLS RI WKDW SHXWR @ WDH) @ DV \GHHP
IRU WKH SXUSRVH RI FRPSXWLQJ WKH SHUFHQWDJH RI EHQHILFLDO RZQHUVKLS IRU DQ\ R

8QOHVV RWKHUZLVH LQGLFDWHBDIFK WWHR FRRWQEBMWH Y EROKRZQ WKH IROORZLQJ WDEO
SRZHU RYHU WKH VKDUHV OLVWHG 7KH LQIRUPDWLRQ GRHV QRW QHFHVVDULO\ LQGLFDW
EHORZKH DGGUHVV Rl HDFK SHUVRQ OLVWHG RQ WKHMRDE Q4R X'® HEYRR®ER B PW/Q G H L AXFV & $

Shares Beneficially Owned Shares of Shares Beneficially Owned
Prior to the Offering Common Stock After the Offering
Name and Address of Beneficial Owner Shares Percentage Being Offered Shares Percentage

*UHDWHU WKDQ 6WRFNKROGHUYV

)XQGMIOLDWHG ZLWK 6LOYHU /DNH 6XPHUX

YXQGMVIOLDWHG ZLWK ,&21,4

1DPHG ([HFXWLFHUM DQG 'LUHFWRUV

-DVRQ %DEFRNH

-RKQ %UHQQDQ

:LOOLDHA WKLI

+ROOLH +D\QHYV

.DUROH ORUJDQ 3UDJHU

&KULV 0XUSK\

*UDKDP 6PLWK

ODULR 6SDQLFFLDWL

7KHUHXFNHU

7KRPDV 8QWHUPDQ

$00 GLUHFWRUV DIQFG HYHEX WLYWHRKR S
SHRSOH

5HSUHVHQWY EHQHILFLDO RZQHUVKLS RI OHVV WKDQ
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$FFRUGLQJ WR D 6FKHGXOH * ILOHG ZLWK WKH 6(& RQ )HEUXDU\ WKH VKDUHV LQFOXGHY6 L D 'HODZUKH
SDUWQHUVKLS DQG LL VKD HHFK RIORBIE BYDYW B UUEREX FIDU'XI O/DZDUH OLPLWHG SD WWK@H B Y RLY$ UFFONGIH &X\WPLH

6LOYHU HBNBR®WRVYRFLDWHYV 6 XPMKIK /RZHU *3 D 'HODZDUH OLPLWHG SDUWQHUVKLS LA, WiH6 XSARBHX DB SDUVWQH
8SSHU *3 D 'HODZDUH OLPLWING VOK.ID BH@HAU\DPOR 8B D @\G H O YR UMW HR*AMRXS3 / / & 6/* D 'HODZD UMQGLSMWHEKO
WKH PDQDJLQJ PHPEHUV RIKWKAD @®DIHQI*PHPEHUV RI 6/* DUH OLFKDHO %LQJOH -DPHV 'DYLGVRQ (JRQ 'XWKBIQ
0DQDJLQJ OHPEHUV  7KH DGGUHVYV IRU OHVVUV %L QJOWWD QB KO RW G H H WLV FREN) DIRRIWU /DAKH DGGUHVV IRU OHVV
"XUEDQ +DR DQG 6KMKW6EKIE /RZMKHM38SSHU *3 DQG 6/* LV F R 6LOYHU /DNH 6DQG +LOO 5RDG 6XLWH OHQC
UHODWLRQVKLS EHWZHHQ WKH &RPSDQ\ DQG 6LOYHU /DNH 6XPHUX VHH WKHDQWFMWRIORWYWOHG &HUWDLQ 5HOL
$FFRUGLQJ WR D 6FKHGXOH * ILOHG ZLWK WKH 6(& RQ JHEUXDU\ WKH VKDUHV LQFOXGH&21, 4 LL VKDL
VKDUHV KHOG E\ ,&2 3 DIUGWQUHIS HP& E1, 4 % LLL VKDUHV KHOG E\ ,&RL,Q GCHBAVDW HBHELHDUW,QRUM %/ DQG
VKDUHV KHOG E\ ,&21,4 6VWRD VO FWID UVWBBIHUMY ,&21,4 %/ WRROOQOPFAIWABKDUHY ,FRQLT 6W BDWHKIH L F&2D MWGH
JHQHUDO SDUWQHU RI HDFK RI ,&21,4 ,&21,4 % ,&21,4 %/ DQG ,&21,4/WG ,WXIH4 GV U BWSHDILHFQID BV QHW W RKH *BHQ
*3 'LYHVK ODNDQ DQGLW®OERP QMKW LOCHIDJLQJ +ROGHUV DUH WKH VROH HTXLW\ KR O GHH DE&GUE VY HFWR WD REK
DQG LQGLYLGXDOV OLVWHG LQ WKLV IRRWQRWH DU N HQRX fR)ZTIR £6B\Y UDWE FLF B USSQ H U V 3DFLILF $

0U %DEFRNH ZKR LV RQH RI RXU GLUHFWRUV LV D%IUARRNIS XD \R IQRL ® R WU @ D NRH 6OQPHHUINW PHWIQW SRZHU RYHU WKH
0U %DEFRNH LV F R 6LOYHU /DNH 6XPHUX 6DQG +LOO 5RDG BXLWH OHQOR 3DUN &$

0U %UHQQDQ ZKR LV RQH RI RXU GLUHFWRUV LV D 0DQBUWIRQ QIDUHRDR @ R IYRVOLYGIURD NI BHPWB K QW SRZHU RYH
DGGUHVV PRWHMWDQ LV F R 6LOYHU /DNH 6XPHUX 6DQG +LOO 5RDG BXLWH OHQOR 3DUN &$

OU *ULWK ZKR LV RQH RI RXU GLUHFWRUV LV DQ HTXLW\KROGWHK RRG GRWHOW RQ R IL RV2HYVAWWPHQMQ BRZBHU RYHU
LQ QRWH 7KH DGGWIHWX LRUFOR ,&21,4 6WUDWHJLF Y3DQUX¥MORMABDQ IDPQIEEVFR &$

0V +D\QHV ZKR LV RQH RI RXU GLUHFWRUV LV D 0DQDJLQJ 'LUHFWRU RI 6LOYHU /DNH 6XPHUX 0OV +D\QHMKHKDV

DGGUHVV IRU 0V +D\QHV LV F R 6LOYHU /DNH 6XPHUX 6DQG +LOO 5RDG 6XLWH OHQOR 3DUN &$
,QFOXGHYV VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI VWRFN RSWLRQV H[HUFLVDEOH ZL
,QFOXGHV VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI VWRFN RSWLRQV H[HUFLVDEOH ZL
,QFOXGHV L VKDUHV RI FRPPRQ VWREMNW KH®M&G RLWWHFRUGKDWHYV RI FRPPRQ VWRFN LVVXDEOH XSRQ WKH HJ[
RI ODUFK
,QFOXGHV L VKDUHV RI FRPPRQ VWRFN KHOG E\ WKUKG®DRQRQEFILDWL )DPVEDUHYV, IRUIHFRPPIREDMWRFN KHOG
"N\QDVWAXVW 6BDQLFFLDWL LV RXUI&RHYI Q@G \RHOMLRU RXU GLUHFWRUV
,QFOXGHV L VKDUHV RI FRPFRRNHRREF N KIHHO G [HEEXWUW YDHQ 21 RQH RI RXU GLUHFWRUV LL VROANHW R
/HIDFUXVW LLL VKDUHV RI FRPPRQ XANRHFW KHQUGUHYR®YWE OIBYDIF 7 VKDUHV RI FRPPRQ VWRXRNKHOG E\ W
,UUHYRRARDEOM 7Y VKDUHV RI FRPPRQ VWRFN KGO®W HG WKH 6DIHWN 1HW *$EDUHV RI FRPPRQ VWRFEBIXWBG E)
DQG YLL VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI VWRFN RSWLRQV H[HUFLVDE
,QFOXGHV L VKDUHV RI FRPPRQ VWRFNUWHMNG R\ 4 RBEIKHWADTFQ& DWW VRIOH7TWU XVWHH LL VKD WBOWRUPRRBPI

VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI VWRFN RSWLRQV H[HUFLVDEOH ZLWKLQ GD\
,QFOXGHV VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ WKH H[HUFLVH RI VWRFN RSWLRQV H[HUFLVDEOH ZL
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DESCRIPTION OF CAPITAL STOCK

7KH IROORZLQJ GHVFULSWLRQ VXPPDUL]HV WKH PDWHULDO WHUPYWIGRXY RIRSLWRQ W
LQIRUPDWLRQ WKDW PD\ EH LPSRUWDQW WR \RX )RU D FRPSOHWH GHVFULSWLRQ RI RXU
RI LQOFRUSRUDWLRQ DQG RXU DPHQGHG DQG UHVWDWHG E\ODZV ZKLFK DUH LQFOXGHG D"
D SDUW DQG WR WKH SURYLVLRQV RI DSSOLFDEOH 'HODZDUH ODZ

2XU DXWKRUL]J]HG FDSLWDO VWRFN FRQVLVWYV RI VKDUHV RI FRPPRQ VWREFN
SDU YDOXH $V RI ODUFK WKHUH ZHUH VKDUHV RI RXU FRPPRQ VWRFN L
VWRFNKROGHUYV

Common Stock

SORWLQJ 5LIKWV

(DFK KROGHU RI RXU FRPPRQ VWRFN LV HQWLWOHG WR RQH YRWH IRU HDFK VKDUH R
HOHFWLRQ RI GLUHFWRUV 8QGHU RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRU
ULIJKWV %HFDXVH RI WKLV WKH KROGHUV RI D PDMRULW\ RI WKH VKDUHV RI FRPPRQ VWEF
GLUHFWRUV VWDQGLQJ IRU HOHFWLRQ LI WKH\ VKRXOG VR FKRRVH

'LYLGHQGV

+ROGHUV RI FRPPRQ VWRFN DUH HQWLWOHG WR D FPHDL YEHH UBMFEDEDAN HWE KIRNRHP GMLLYRLHG MVQ@RC
GLUHFWRUV RXW RI OHJDOO\ DYDLODEOH IXQGYV

ILTXLGDWLRQ

,Q WKH HYHQW RI RXU OLTXLGDWLRQ GLVVROXWLRQ RU ZLQGLQJ XS KROGHUV RI FR
DYDLODEOH IRU GLVWULEXWLRQ WR VWRFNKROGHUVY DIWHU WKH SD\PHQW RI DOO RI RXU

5LJKWV DQG 3UHIHUHQFHV

+ROGHUV RI VKDUHV RI FRPPRQ VWRFN KDYH QR SUHHPSWLYH FRQYHUVLRQ RU VXEV
SURYLVLRQV DSSOLFDEOH WR WKH FRPPRQ VWRFN 7KH ULJKWV SUHIHUHQFHVY DQG SULY
PD\ EH DGY HIWHFMAHGVEH ULIJKWYVY RI WKH KROGHUV RI VKDUHV RI DQ\ VHULHV RI SUHIHUUHC(

Preferred Stock

1R VKDUHV RI RXU SUHIHUUHG VWRFN DUH FXUUHQWO\ RXWVWDQGLQJ 8QGHU RXU DI
GLUHFWRUV ZLWKRXW IXUWKHU DFWLRQ E\ RXU VWRFNKROGHUV LV DXWKRUL]J]HG WR LVV
PD\ IL[ RU DOWHU WKH ULJKWV SUHIHUHQFHVY DQG SULYLOHJHV RI WKH SUHIHUUHG VWRF
GLYLGHQG ULJKWV FRQYHUVLRQ ULJKWV UHGHPSWLRQ SULYLOHJHY DQG OLTXLGDWLRQ
FRXOG KDYH YRWLQJ RU FRQYHUVLR QHFIW KWWHWRML.FREQBHDGRH RWHCHWULIKWY RI KRO(
SUHIHUUHG VWRFN FRX®GGEW OVRGKINY HHWKWHD HQ FLUFXPVWDQFHV RI GHOD\LQJ GHIHUULQJ
:H FXUUHQWO\ KDYH QR SODQV WR LVVXH DQ\ VKDUHV Rl SUHIHUUHG VWRFN
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Anti-Takeover Effects of Delaware Law and Our Certificate of Incorporation and Bylaws

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ DQG RXU DPHQGHG
HIHFW RI GHOD\LQJ GHIHUULQJ RU GLVFRXUDJLQJ DQRWKHU SDUW\ IURP DFTXLULQJ FRQ\
SHUVRQV VHHNLQJ WR DFTXLUH FRQWURO RI XV WR GHERWLLHDYWHHW KDWWWHK RV K HRXHU LIBRD RG |
SRWHQWLDO DELOLW\ WR QHJRWLDWH PRUH IDYRUDEOH WHUPV ZLWK DQ XQIULHQGO\ RU
WR DFTXLUH XV

&ODVVLILHG %RDUG

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ SURYLGHV WKDW R
FODVVHVY DV QHDUO\ HTXDO LQ QXPEHU DV SRVVLEOH DQG ZLWK WKH GLUHFN WKW B/EW ER
ZLOO EH HOHFWH&GHHPBPEGRMVUMDILFDWLRQ RI GLHUMAHY¥WRPD NI QD IFKWDPR WRKIBYWWRFNKROGHUV WR
RXU ERDUG 2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQOFRUSRUDWLRQ DOVR SURY
DGGLWLRQDO GLUHFWRUV XQGHU VSHFLILHG FLUFXPVWDQFHY DQG WKH 6WRFNKROGHUYV
UHVROXWLRQ DGRSWHG E\ RXU ERDUG 2XU ERDUG RI GLUHFWRUV LV FXUUHQWO\ FRPSUL

BWRFNKBOWHRQ IENAWWHQ &RQVHQW

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ SUHFOXGHYV VWREFN
6WRFNKROGHUV EHQHILFLDOO\ RZQ LQ WKH DJJUHJDWH OHVV WKDQ RI WKH WRWDO Q

6SHFLDO OHHWLQJVY RI 6WRFNKROGHUYV

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUSBWMIFRQ G BRWYWMWIKN WRDRX U
EH FDOOHG DW DQ\ WLPH RQO\ E\ RU DW WKH GLUHFWLRQ RI RXU EBWUIQR W MPKH ZRKDQ. WK
6WRFNKROGHUV RZQ LQ WKH DJJUHJDWH DW OHDVW LQ YRWLQJ SRZHU RI RXU VWREFEN
RI RXU VWRFNKROGHUYV ZLOO DOVR EH FDOOHG E\ RXU ERDUG RU WKH FKD LZXFINGHAKIURXRIJHE
DQG UHVWDWHG E\ODZV SURKLELW WKH FRQGXFW RI DQ\ EXVLQHVY DW D VSHFLDO PHHWIL
SURYLVLRQV PDAIKBPWHRWEGHIHUULQJ GHOD\LQJ RU GLVFRXUDJLQJ KRVWLOH WDNHRYHUV

$GYDQFH 1RWLFH 3URFHGXUHYV

2XU DPHQGHG DQG UHVWDWHG E\ODZV FRQWDLQ DQ DGYDQFH QRWLFH SURFHGXUH IF
RI RXU VWRFNKROGHUV LQFOXGLQJ SURSRVHG QRPLQDWLRQV RI SAHKUFKRIWYIRQFH OMHREW/ILRH
QRW DSSO\ WR D 3ULQFLSDO 6WRFNKROGHU DW DQ\ WLPH ZKHQ VXFK 3ULQFLSDO 6WRFNK
RXU FRPPRQ VWRFN WKHQ RXWVWDQGLQJ 6WRFNKROGHUV DW DQ DQQXDO PHHWLQJ ZLOC
QRWLFH Rl PHHWLQJ RU EURXJKW EHIRUH WKH PHHWLQJ E\ RU DW WKH GLUHFWLRQ RI RX
UHFRUG GDWH IRU WKH PHHWLQJ ZKR LV HQWLWOHG WR YRWH DW WKH PHHWLQJ DQG ZK
VWRFNKRDGWHQWLRQ WR EULQJ WKDW EXVLQHVV EHIRUH WKH PHHWLQJ $OWKRXJK WKH
DSSURYH RU GLVDSSURYH VWRFNKROGHU QRPLQDWLRQV RI FDQGLGDWHY RU SURSRVDOV
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EXVLQHVV WR EH FRQGXFWHG DW D VSHFLDO RU DQIGRIVMORR HBHUWMEQ@X GARH WHOD ER PO®X iKW YRt
PHHWLQJ LI WKH SURSHU SURFHGXUHY DUH QRW IROORZHG RU PD\ GLVFRXUDJH RU GHWH
LWV RZzQ VODWH RI GLUHFWRUV RU RWKHUZLVH DWWHPSWLQJ WR REWDLQ FRQWURO RI W

S5HPRYDO RI 'LUBFD/QBILVH W

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH Rl LQFRUSRUDWLRQ SURYLGHV M.KPWWA
YRWH RI D PDMRULW\ LQ YRWLQJ SRZHU RI DOO RXWVWDQGLQJ VKDUHV Rl VWRFN HQWL\D
DQ\ WLPH ZKHQ WKH 3ULQFLSDO 6WRFNKROGHUV EHQHILFLDOO\ RZQ LQ WKH DJJUHJDWH
JHQHUDOO\ LQ WKH HOHFWLRQ RI GLUHFWRUV GLUHFWRUVLRPDRQGSHEHR WHPRIY KBOI&KH URD
YRWLQJ SRZHU Rl RXU VWRFN HQWLWOHG WR YRWH WKHUHRQ YRWLQJ WRJHWKHU DV D V
BWRFNKROGHUV $JUHHPHQW ZLOO DJUHH WR YRWH WKHLU VKDUHV LQ DFFRUGDQFH ZLWtE
RI WKH SDUW\ ZKLFK GHVLJQDWHG D GLUHFWR$QU HHDADA LFIIHUDMAHRGY B0 URH FWKFE K VE I 1S M PMKRILY
ZLOO EH ILOOHG E\ 6LOYHU /DNH 6XPHUX LI 6LOYHU /DNH 6XPHUX LV HQWLWOHG WR ILOO
6LOYHU /DNH 6XPHUX LV QRW HQWLWOHG W RW RHQFKRRK/ N D KDRW¥F \WAFD \ IRQO \W\EKH YOO B GFE\ T
RILFH HYHQ LI OHVV WKDQ D TXRUXP RU E\ D VROH UHPDLQLQJ GLUHFWRU DTXG& NHRW RE) )
OU 6SDQLFFLDWL FHDVHV WR EH HPSOR\HG E\ WKH FRPSDQ\ IRU DQ\ UHDVRQ DQG VKH RU
RI RXU FRPPRQ VWRFN RXWVWDQGLQJ L VKH RU KH ZLOO EH UHTXLUHG WR LPP H GHBWILH(
RQO\ XSRQ DFFHSWDQFH E\ WKH ERDUG RI GLUHFWIRY YW\ &RDH ®/KH BRDUB CR | DFFHSAW R U
ERDUG RI GLUHFWRUV UHMHBWNHVUKRUSEWLFEDMM RQDYWSSOLFDEOH ZLOO FRQWLQXH WR
PHPEHUVKLS RQ WKH ERDUG RI GLUHFWRUV SURYLGHG WKDW WKH ERDUG RI GLUHFWRUV
ERWK7ZXENHU DB DQULFFLDWL WR UHT XIHVH MXFW LRIQU HFRPRWKH ERDUG RI GLUHFWRUYV LI
UHVLJQDWLRQ ZRXOG EH LQ WKH EHYMJIDQ®BIHWY RV \RK KMV RN FRPS RQWKDUHYXRNARBPPRQ V'
OU 6SDQLFFLDWL

6XSHUPDMRULW\ $SSURYDO 5HTXLUHPHQWYV

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH Rl LQFRUSRUDWLRQ DQG DPHQGHG DQG
DXWKRUL]JHG WRDPCHNHG DQWHJHVFLQG LQ ZKROH RU LQ SDUW RXU E\ODZV ZLWKRXW D VW
RI WKH 6WDWH RI '"HODZDUH DQG RXU FHUWLILFDWH RI LQFRUSRUDWLRQ )RU DV ORQJ DV
LQ YRWLQJ SRZHU RI RXU VWRFN HQWLWOHG WR YRWH JHQHUDOO\ LQ WKH HOHFWLRQ
DPHQGHG DQG UHVWDWHG E\ODZV E\ RXUIVWARPNKRD G RUM RIOO0 BH TWLH i RWKIHQDISRZHU R
RXU VWRFN HQWLWOHG WR YRWH WKHUHRQ YRWLQJ WRJHWKHU DV D VLQJOH FODVV $W
OHVV WKDQ LQ YRWLQJ SRZHU RI RXU VWRFN HQWLWOHG WR YRWH JHQHUDOO\ LQ WKH
RXU DPHQGHG DQG UHVWDWHG E\ODZV E\ RXWUPWWEN KRCRGHU R IZWEE KR DXGIHILH VRK HD \D' 1O H D
RXWVWDQGLQJ VKDUHV RI RXU VWRFN HQWLWOHG WR YRWH WKHUHRQ YRWLQJ WRJHWKH

7KH '"*&/ SURYLGHV JHQHUN®COWWKB W RWKH Il D PDMRULW\ RI WKH RXWVWDQGLQJ VKD
VLQJOH FODVV LV UHTXLUHGVWRIDRHQ G DWVHRRSROPRWLRRUDWLRQ XQOHVV WKH FHUWLILF
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2XU FHUWLILFDWH RI LQFRUSRUDWLRQ SURYLGHVY WKDW L DW DQ\ WLPH ZKHQ WKH !

DW OHDVW LQ YRWLQJ SRZHU RI RXU VWRFN HQWLWOHG WR YRWH JHQHUDOO\ LQ WKH
PD\ EH DPHQGHG DOWHUHG UHSHDOHGURWWHYHRLXRME RIQWK H\KRRBHDUYV RI DW OHDVW

WR YRWH WKHUHRQ YRWLQJ WRJHWKHU DV D VLQJOH FODVV DQG LL DW DQ\ WLPH ZKHC

LQ YRWLQJ SRZHU RI RXU VWRFN HQWLWOHG WR YRWH JHQHUDOO\ LQ WKH HOHFWLRQ

FHUWLILFDWH RI LQFRUSRUDWLRQ PD\ EH DPHQGHG DIQWHMWGY HJ M & MIHO Rl IGWRKIH WLKHRVOFE IQ G

SRZHU RI bOO WKH WKHQ RXWVWDQGLQJ VKDUHV RI RXU VWRFN HQWLWOHG WR YRWH WKI|

WKH SURYLVLRQV SURYLGLQJ IRU D FODVVLILHG ERDUG RI GLUHFWRUV WKH HOHFW

WKH SURYLVLRQV UHJDUGLQJ UHVLIJQDWLRQ DQG UHPRYDO RI GLUHFWRUV

WKH SURYLVLRQV UHJDUGLQJ FRPSHWLWLRQ DQG FRUSRUDWH RSSRUWXQLW\

WKH SURYLVLRQV UHJDUGLQJ HOWHULQJ LQWR EXVLQHVV FRPELQDWLRQV ZLWK LQ\

WKH SURYLVLRQV UHJDUGLQJ VWRFNKROGHU DFWLRQ E\ ZULWWHQ FRQVHQW

WKH SURYLVLRQV UHJDUGLQJ FDOOLQJ VSHFLDO PHHWLQJV RI VWRFNKROGHUV

WKH SURYLVLRQV UHJDUGLQJ ILOOLQJ YDFDQFLHV RQ RXU ERDUG DQG QHZO\ FUHD'

WKH SURYLVLRQV HOLPLQDWLQJ PRQHWDU\ GDPDJHV IRU EUHDFKHV RI ILGXFLDU\ G

WKH DPHQGPHQW SURYLVLRQ UHTXLULQJ WKDW WKH DERYH SURYLVLRQV EH DPHQG

7KH FRPELQDWLRQ RI WKH FODVVLILFDWLRQ RI RXU ERDUG RI GLUHFWRUV WKH ODF?"

PDNH LW RRRX¥O®LIRU RXU H[LVWLQJ VWRFNKROGHUVY WR UHSODFH RXU ERDUG RI GLUHFW

RXU ERDUG %HFDXVH RXU ERDUG RI GLUHFWRUV KD VL ®HKUHYS RZKHN W B WRIWW.Y LA @\Q 5 RKEX® K
H[LVWLQJ VWRFNKROGH UMW HRAWDI) R WHK® UHSIDQ WD QIRIHP HQ W

$XWKRULJHG EXW 8QLVVXHG 6KDUHYV

2XU DXWKRUL]JHG EXW XQLVVXHG VKDUHV Rl FRPPRQ VWRFN DQG SUHIHUUHG VWRFN
VXEMHFW WR VWRFN H[FKDQJH UXOHV 7KHVH DGGLWLRQDO VKDUHV PD\ EH XWLOH]IH® JRL
UDLVH DGGLWLRQDO FDSLWDO FRUSRUDWH DFTXLVLWHRWYV RRQW KHP 8 PLRAWH ERHD R | LMWK WB B!
VWRFN RU SUHIHUUHG VWRFN PD\ EH WR HQDEOH RXU ERDUG WR LVVXH VKDUHV WR SHUV
GLUFXOW RU GLVFRXUDJH DQ DWWHPSW WR REWDLQ FRQMUGHUSRRRJ\KHRORPIS\D\Y \REN RWB G  :
SURWHFW WKH FRQWLQXLW\ Rl RXU PDQDJHPHQW DQG SRVVLEO\ GHSULYH RXU VWRFNKRC
KLJKHU WKDQ SUHYDLOLQJ PDUNHW SULFHYV

%XVLQHVV &RPELQDWLRQV

:H DUH QRW VXEMHFW WR WKH SURYLVLRQV RI 6HFWLRQ RI WKH "*&/ ,Q JHQHUDO
IURP HQJDJLQJ LQ D EXVLQHVV FRPELQDWLRQ ZLWK DQ LQWHUHVWHG VWRFNKROGHU |
LOWHUHVWHG XWRHNKRWIGHEXVLQHVY FRPELQDWLRQ LV $SSURYHG LQ D SUHVFULEHG PD
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EXVLQHVYV FRPELQDWLRQ LQFOXGHV DIPR/AHWRRMKNW RAN. Q@ DVO HDRRHRWHKWHU WUDQVDFWLRQ
LOWHUHVWHG YO REQWRIOBMWHG VWRFNKROGHU LVLDISHUNRQ@ QERO WRFHIYWHY ZRIKKVDRU
SULRU WR WKH GHWHUPLQDWLRQ RI LQOWHUHVWHG VWRFXRWQQH WY W RBDW XV RU PRUH R

8QGHU 6HFWLRQ D EXVLQHVV FRPELQDWLRQ EHWZHHQ D FRUSRUDWLRQ DQG DQ L
IROORZLQJ FRQGLWLRQV EHIRUH WKH VWRFNKROIGH 8 FEHF® RH G QU IHG W IR W N VINGS® R YWHRG- N
RU WKH WUDQVDFWLRQ ZKLFK UHVXOWHG LQ WKH VWRFNKROGHU EHFRPLQJ DQ LQWHUHV)
LQ WKH VWRFNKROGHU EHFRPLQJ WEH QQWHHHMWWBG/WRRRNKRRGBHU RZQHG DW OHDVW
RXWVWDQGLQJ DW WKH WLPH WKH WUDQVDFWLRQ FRPPHQFHG H[FOXGLQJ IRU SXUSRVHV
ZKR DUH GLUHFWRUWMHDYGDDQSY RAIRSOR\VHH VWRFN SODQV LQ VRPH LQVWDQFHV RU DW F
VWRFNKRXKXGHBEXVLQHVYVY FRPELQDWLRQ ZDV DSSURYHG E\ WKH ERDUG RI GLUHFWRUV DQG
E\ WKIHLWDARDWLYH YRWH R IWRN WBEREAWVRXWVWDQGLQJ YRWLQJ VWRFN ZKLFK LV QRW RZQHG E\

$ 'HODZDUH FRUSRUDWLRQ PD\ RSW RXW RI WKHVH SURYLVLRQV ZLWK DQ H[SUHVV ¢
SURYLVLRQ LQ LWV FHUWLILFDWH RI LQFRUSRUDWLRHO BB HQWDIZ ¥ SWHRWXGWHE\QD WU®RHK DY W VIDF
YRWLQJ VKDUHYV

:H KDYH RSWHG RXW RI 6HFRARQPPHQKRILGHYEG UHVWDWHG FHUWLILFDWH RI LQFRUSKF
ZH PD\ QRW HQJDJH LQ FHUWDLQ EXVLQHVV FRPELQDWLRQV ZLWK DQ\ LQWHUHVWHG VW
VWRFNKROGHU EHFDPH DQ LQWHOWHIWVWWHG VWRFNKROGHU

SULRU WR VXFK WLPH RXU ERDUG RI GLUHFWRUVY DSSURYHG HLWKHU WKH EXVLQHYV
EHFRPLQJ DQ LOQWHUHVWHG VWRFNKROGHU

XSRQ FRQVXPPDWLRQ RI WKH WUDQVDFWLRQ WKDW UHVXOWHG LQVWKH QWIRENYXR®G C
RZQHG DW OHDVW RI RXU YRWLQJ VWRFN RXWVWDQGLQJ DW WKH WLPH WKH WUD

DW RU VXEVHTXHQW WR WKDW WLPH WKH EXVLQHVV FRPELQDWLURQPIDIWLDSSHURRWEB R
OHDVW RI RXU RXWVWDQGLQJ YRWLQJ VWRFN WKDW LV QRW RZQHG E\ WKH LQC

8QGHU FHUWDLQ FLUFXPVWDQFHV WKILVFISORY LRU RDQ SHIOVR @ DANKHR LAR PRE HE 6 IDIKH FIWD W B
EXVLQHVV FRPELQDWLRQV ZLWK WKH FRPSDQ\ IRU D WKUHH \HDU SHULRG 7KLV SURYLVLI
QHIJRWLDWH LQ DGYDQFH ZLWK RXU ERDUG EHFDXVH WKH VWRFNKROGHU DSSURYDO UHTX
FRPELQDWLRQ RU WKH WUDQVDFWLRQ ZKLFK UHVXOWY LQ WKHKHNWRSENRRKOGIHUQ K HFR\PH @D
SUHYHQWLQJ FKDQJHV LQ RXU ERDUIGFRQ®W MR PPRRPSWLAVKUWUIDQVDFWLRQV ZKLFK VWRFI
EHVW LQWHUHVWYV

2XU FHUWLILFDWH RI LQFRUSRUDWLRQ SURYLGHVX¥#KBROGLENBW DDQ HNVE)ORHWI K U HHRWQ £
ZLOO EHQHILFLDOO\ RZQ DW OHDVW Rl WKH WRWDO QXPEHU RI VKDUHV RI RXUCRPPIR®Y
VXFFHVVRUV RU DQ\ JURXS DV WR ZKLFEKRVERW FHROQWRNQLWW X WH DLMHUHVWHG VWRFNKROGH
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([FOXVLYH )RUXP

2XU DPHQGHG DQG UHVWDWHG E\ODZV SURYLGHV WKDW XQOHVV ZH FRQVHQW LQ ZU
HI[FOXVLYH IRUXP IRU DQ\ GHULYDWLYH DFWLRQ RU SURFHHGLQJ EURXJKW RQ RXU EHK
RZHG E\ DQ\ RI RXUIIGAHWHFWRBUIRWKRHU HPSOR\HHV WR XV RU RXU VWRFNKROGHUV DQ\ D
GLUHFWRBHRURIWKH FRPSDQ\ DULVLQJ SXUVXDQW WR DQ\ SURYLVLRQ RI WKH '"*&/ RU
LQWHURDDWYDGRFWULQH VKDOO EH D VWDWH RU IHGHUDO FRXUW ORFDWHG ¥ LK\DKYLLQD W KIEX WL
RYHU LQGLVSHQVDEOH SDUWLHY QDPHG DV GHIHQGDQWYV $Q\ SHUVRQ RU HQWLW\ SXUFK
VKDOO EH GHHPHG WR KDYH QRWLFH RI DQG FRQVHQWHG WR WKLV SURYLVLRQ $OWKRXJ
FRQVLVWHQF\ LQ WKH DSSOLFDWLRQ RI '"HODZDUH ODZ IRU WKH VSHFLILHG WSHFWRIDFW
GLVFRXUDJLQJ ODZVXLWY DIJDLQMVMWFKHVWRU RXU GLUHFWRUV DQG RI

&RQIOLFWY RI ,QWHUHVW

'HODZDUH ODZ SHUPLWV FRUSRUDWLRQV WR DGRSW SURYLVLRQV UHQRXQFLQJ DQ\ Lt
WKH FRUSRUDWERQWUGLWMFRVRUY RU VWRFNKROGHUVY 2XU DPHQGHG DQG UHVWDWHG FH
IURP WLPH WR WLPH EUVUHQRXDFHN ORX LQWHUHVW RU H[SHFWD QIFHUAIGDIVQZRISISRYAVKQLWU V
VSHFLILHG EXVLQHVV RSSRUWXQLWLHY WKDW DUH |URPHAUIP HG MWRH AW R \S B k) VIV RVAHNGK RVARG B
RWKHU WKDIQ PMKRVIBIRUHFWRUYV | VIRPMKR QERUNVURURBU RU RXU VXEVLGLDULHV HPSOR\H
WKDW WR WKH IXOOHVW HIR® DR | SE-LLOPYLHAW DG HE 6 ®PEUX RU I LRR@MWH W RH LW KUHH 8 5 H A BW R
DQ\ GXW\ WR UHIUDLQ IURP HQJDJLQJ LQ D FRIHIRD 3WR \RSH EWY Y B H/FRR KPR B VRXIQERVA SR
RU DQ\ RINRXWWIHY GLUHFWO\ FRXOG KDYH R K& WHUHY ARR S H PSIHE/DIMWK KV R R \R KH UL’
ZLWK DQ\ SRWHQWLDO RU DFWXDO FXVWRRBW RV RYSSCRWKHRIZR X H VHR B0RRX UQRUR M PESQ.RD il
RXUIDOLDWHYV ,Q DGGLWLRQ WR WKH DQOW®KWW ¥HVYMQWKDMU B L &VYNHG/ BN B I5X P HQIXD RAH VFR(
GLUHFWRUV WKH\ GHVLJQDWH DFTXLUHV NQRZOHGJH RI D SRWHQWLDO WUDQVDFWLRQ RU
LWVHOI KHUVHOI RU KILLFO/AHDAON HRW RW MRIBDUX BOWRAUDR X M AKI SHUVRQ ZLOO KDY H HLR VGORW \\WAURD 6 R
EXVLQHVV RSSRUWXQLW\ W&LOWRY DQGRWRKWUPDN WDNH DQ\ VXFK IRILS RW WK D\WY R WRKUH W2KRH
DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ GRHV QRW UHQRKQWE WRUGL
/IDNH 6XPHUX ,FRQLT WHKHLLD WHYV SRF WIKHH @UUHFWRUV WKH\ GHVLJQDWH VIRGH O \RUQVKIHV F
7R WKH IXOOHVW H[WH Q@R SEMXPLQHVM CRESRDWXQLW\ ZLOO EH GHHPHG WR EH D SRWHQWLI
SHUPLWWHG WR XQGHUWDNH WKH RSSRUWXQLW\ XQGHU RXU DPHQAHBLEQ®W UHYMIFNEG B
XQGHUWDNH WKHVK$HSR S IRUMWYLW) ZRXOG EH LQ OLQH ZLWK RXU EXVLQHVV DQG WKH R
H[SHFWDQF\

/ILPLWDWLRQV RQ /LDELOLW\ DQGEFRGMAXQGLALMWER@R RV 2|

7KH '*&/ DXWKRUL]J]HV FRUSRUDWLRQV WR OLPLW RU HOLPLQDWH WKH SHUVRQDO OLD
GDPDJHV IRU EUHDFKHV RI GLUHFWRUV ILGXFLDU\ GXWLHV VXEMHFW WR FHUWDLQ H[FH!
SURYLVLRQ WKDW HOLPLQDWHYV WKH SHUVRQDO OLDELOLW\ RI GLUHFWRUV IRUFARBQYHWD W
VXFK HIHPSWLRQ IURP OLDELOLW\ RU OLPLWDWLRQ WKHUHRI LV QRW
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SHUPLWWHG XQGHU WKH '*&/ 7KHVH SURYLVLRQV HOLPLQDWH WKH ULJKWV RI XV DQG RX
UHFRYHU PRQHWDU\ GDPDJHV IURP D GLUHFWRU IRW EGERMDEFKQRIBUERFKBIV\ WGHMX\ODW. @ J Gl UL
+RZHYHJFXOSDWLRQ ZLOO QRW DSSO\ WR DQ\ GLUHFWRU LI WKH GLUHFWRU KDNXMFR\RHUG ]It
GLYLGHQGY RU UHGHPSWLRQV RU GHULYHG DQ LPSURSHU EHQHILW IURP KLV RU KHU DFW

2XU DPHQGHG DQG UHVWDWHG E\ODZV SURYLGH WKDW ZH PXVW LQGHFE@UN WRGWXGIY I
DXWKRUL]JHG E\ WVHKBIOVY&/ DUH H[SUHVVO\ DXWKRUL]HG MR/ FDUD E IGQ UM F WRW/U MPFH RSIUR Y L'
GLUHFWRRHUWDQG FHUWDLQ HPSOR\HHEHRUW HRP W IODWEWR HWHHM GHPQLILFDWLRQ DQG Dt
EH XVHIXO WR DWWUDFW DQG UHMIBPHQVI XDOLILHG GLUHFWRUYV DQG RI

7KH OLPLWDWLRQ RHFQIDEEOUWARQ DQG DGYDQFHPHQW SURYLVLRQV LQFOXGHG LQ RX
VWRFNKROGHUV IURP EULQJLQJ D ODZVXLW DJDLQVW GKBNHWRIRY LU REQWH D BKHFARRR NURHAE
OLNHOLKRRG RI GHULYDWLYH OLWLBBWY.RRYMHID WKWK IKLVUKFKV RQVDBWERQ LI VXFFHVVIXO
VWRFNKROGHUV ,Q DGGLWLRQ \RXU L@QNWMM® RHR W KPHD H PMHIGWY A H VSDO\WKH FRVWY RI VHW
GLUHFWRUMBQOQWG HUVXDQW WR WKHVH LQGHPQLILFDWLRQ SURYLVLRQV

7KHUH LV FXUUHQWO\ QR SHQGLQJ PDWHULDO OLWLJDWLIREHUW SRURHRBGRUIHM)MRO X
LV VRXJIKW

Transfer Agent and Registrar

7KH WUDQVIHU DJHQW DQG UHJLVWUDU IRU RN D QRR PIRR\QNY SRRFFIR DV KHP MMULTFQ DI 16 W BB N
UHJLWWIN®®UHVYV LV YHQXMK $URRNRPUG@ 1HZ PQG LWV WHOHSKRQH QXPEHU LV

Listing
2XU FRPPRQ VWRFN LV OLVWHG RQ WKH 1$6'$4 *OREDO 6HOHFW 6WRFN ODUNHW XQGF
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SHARES ELIGIBLE FOR FUTURE SALE

)JXWXUH VDOHV RI RXU FRPPRQ VWRFN LQ WKH SXEOLF PDUNHW RU WKH DYDLODEL®E
PDUNHW SULFHV RI RXU FRPPRQ VWRFN SUHYDLOLQR QURPDWILIFPH WHRGWQRME BV BHVEDUENG
DYDLODEOH IRU VDOHIMKRQWGXBIWRWFRKWYRAWXDO DQG OHJDO UHVWULFWLRQV RQ UHV
PDUNHW DIWHU VXFK UHVWULFWLRQV ODSVH RU WRHK GG WRGNHBEWRHDK\HK 1B WHW B R© HQ\ DRCCHW
DQG RXU DELOLW\ WR UDLVH HTXLW\ FDSLWDO LQ WKH IXWXUH

$V RI ODUFK WKHUH ZHUH VKDUHV RI FRPPRQ VWRFN LVVXHG DQG RXW'
LQ WKHVLRIJ E\ WKH VHOOLQJ VWRFNKROGHUYV SXUVXDQW WR WKLV SURVSHFWXV ZLOO EH
6HFXULWLHYV $FW XQOHVV VXFK VKDOULHDW BV H DB WKKDDA MG1EBP DY GHILQHG LQ 5XOH XQGFH
RIHULQJ DSSUR[LPDWHO\ RI RXU RXWVWDQGLQJ FRPPRQ VWRFN ZLOO EH KHOG E\ RX!
VHFXULWLHY DV WKDW SKUDVH LV GHILQHG LQ 5XOH 6 XEMHFRVF MR HH AMDQ W\ B @ WRIWDLF
KROGHUV RI UHVWULFWHG VKDUHV ZLOO EH HQWLWOHG WR VHOO WKRVH VKDUHV LQ WKH
RU DQ\ RWKHU DSSOLFDEOH H[HPSWLRQ XQG D& FNOM S6HHF R Q W VHE HHFAW L & X IEMEHFOR W B QUK Ky
DQG DGGLWLRQDO VKDUHYV ZLOO EH DY DASRXE 6 R PIRUQ HWWDLERMDLORMI WHIGIW/HRWNARKU ¥ HKARROAG L Q J [
RI VKDUHV RI FRPPRQ VWRFN KDYH UHJLVWUDWLRQ ULJKWV

Lock-up Agreements

,Q FROOQHFWLROQHDLWK WKLMORI RXU GLUHFWRVYV 3HLRQFXWDOYHEWIRFNKROGHUY DQG WKH
VXEMHFW WR FHUWDLQ H[FHSWLRQV QRW WR GLVSRVH RI RU KHGJH DQ\ RI WKHLU FRPPR
VWRFN IRU GD\V DIWHU WKH GDWH RI WKLV SURVSHFWXV ZLWKRXW WKH RILIFW Z6 HAXW H
RQ EHKDOI RI WKH XQGHUZULWHUV

Rule 144

,Q JHQHUDO XQGHU 5XOH IHMW PX8b\QRD Z K RCHID QRIWD R B UKD V | Q@R MD BHIHIWR B Q \DW L P F
SUHFHGLQJ WKUHH PRQWKYV ZLOO EH HQWLWOHG WR VHOO DQ\ VKDUHV RI RXU FRPPRQ VV
LQFOXGLQJ WKH KROGLQJ SHULRG RI DQ\ SUDRDVREQ HULRWR KXW WK DRQUBQW RRY REXPM OLPL
DQ\ VXFK SHUVRQ ZRXOG EH VXEMHFW WR WKH DYDLODELOLW\ RI FXUUHQW SXEOLF LQIRL
SHUVRQ IRU OHVV WKDQ RQH \HDU

,Q JHQHUDO XQGHU 5XOH IHFDW RXQUMHOAWORUBSHUVRQV VHOOLQJ VKDUHV RIIR® UDRRI

HQWLWOHG WR VHOO ZLWKLQ DQ\ WKUHH PRQWK SHULRG D QXPEHU RI VKDUHV WKDW GF

RI WKH QXPEHU RI VKDUHV RI RXU FRPPRQ VWRFN WKHQ RXWVWDQGLQJ ZKLFK Zl1

WKH DYHUDJH ZHHNO\ WUDGLQJ YROXPH RI RXU FRPPRQ VWRFN GXULQJ WKH IRXU F
UHVSHFW WR VXFK VDOH

6DOHV XQGHU 5XOHLOLPWRHXURDI SHUVRQV VHOOL QU OAKDDAJHHW IRWDH EHEWVR VRERKBW IWR |
SURYLVLRQV DQG QRWLFH UHTXLUHPHQWY DQG WR WKH DYDLODELOLW\ RI FXUUHQW SXEC
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Rule 701

5XO0OH JHQHUDOO\ DOORZV D VWRFNKROGHU ZKR SXUFKDVHG VKDUHV RI RXU FRPPR
DQG ZKR LV QRW GHHPHG W& LKODWHH FEIHRODQUDRRPSDQ\ GXULQJ WKH LPPHGLDWHO\ SUHFHGLQ
5X0OH EXW ZLWKRXW EHLQJ UHTXLUHG WR FRPSO\ ZLWK WKH SXEOLF LQIRUPDWLRQ KF
5X0OH DOVR SHWPMAWHNVDRI RXU FRPSDQ\ WR VHOO WKHLU 5XOH VKDUHY XQGHU 5XOH
UHTXLUHPHQWY RI 5XOH

$V RI ODUFK VKDUHV RI RXU RXWVWDQGLQJ FRPPRQ VWRFN KDG EHHQ LV
VWRFN RSWLRQV DQG VWRFN DZDUGYV

Registration Rights

KHQ WKHHVIRQJ LV FRPSOHWH WKH KROGHUV RI DQ DJJUHJDWH RI VKDUHV
ULJKWV ZLWK UHVSHFW WR WKH UHJLVWUDWLRQ RI WKHLU VKDUHY XQGHU WKH 6HFXULWIL
VKDUHV XQGHU WKH 6HFXULWLHV $FW ZRXOG UHVXOW LQ WKHVH VKDUHVY EHFRPLQJ IUHH!
WKHHFIWLYHQHVV RI VXFK UHJLVWUDWLRQ )RU D IXUWKHU GHVFULSWLRQ RIUWRMUVRAWLIR®)
S5HILVWUDWLRQ 5LIJKWYV

Registration Statement

:HILOHG D UHJLVWUDWLRQ X@®KNIH WHGW REXIRWLHY $FW WR UHJLVWHU VKDUHV RI F
RXWVWDQGLQJ DV ZHOO DV UHVHUYHG IRU IXWXUH LVVXDQFH XQGHU RXU HGXIEWFBRRSH
HIHFWLYH LPPHGLDWHO\ XSRQ ILOLQJ DQG VKDUHV RI RXU FRPPRQ VWRFN FRYHUHG E\ W
VXEMHFW WR WKH 5XOH OLPRLWIDDW.HRQ VY B ¥ 8/ IQRDEDWWIR FDNLRQV DRBJBRP IDGWVLFDEOH
DQG ORFN XS DJUHHPHQWYV
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES
TO NON-U.S. HOLDERS OF OUR COMMON STOCK

7KH IROORZLQJ LV D VXPPDU\ Rl WKH PDWHULDO 8 6 IHGHUDO LQFRPH WD[ FRQVHTX}
QRQ 8ROGHUV LVVXHG SXWWIXQD VEXWR GRHW RRW SXUSRUW WR EH D FRPSOHWH DQDO\VL\
WKHUHWR 7KLV VXPPDU\ LV EDVHG XSRT MIKHXBUBMIXORQN RQ W & H REARGIMLOON M & WDKVALUYHK Q |
GHFLVLRQV DOO DV Rl WKH GDWH KHUHRI 7KHVH DXWKRVURWLM W R DAHEK GWDIQY 18G6 SRB WU
FRQVHTXHQWHMNQNIIURP WKRVH MWHK\D YRUURKWEMNBRZIKW DQ\ UXOLQJ IURP WKH ,QWHUQDO 5H
WKH VWDWHPHQWY PDGH DQG WKH FRQFOXVLR @Y G HDEKYIG ERQWEHH Q R COOR/ZULDIQEXP W B D W
VWDWHPHQWY DQG FRQFOXVLRQV 3RWHQWLDO WD[ UHIRUPV LQ WKH 8QLWHG 6WDWHV PLC
WD[DWLRQ 6XFK FKHDRWHVKMDS Bl IHGHUDO WD[ FRQVLGHUDWLRQV Rl WKH RZQHUVKLS DQC

7KLV VXPPDU\ DOVR GRHV QRW DGGUHVV WKH WD[ FRQYRJ SHEW B W D RILV D@ F XQ GIHKW I
IHGHUDO ODZV LQFOXGLQJ JLIW DQG HVWDWH WD[ ODZV ,Q DGGLWLRQ WKLV GLW SDWL¥
FLUFXPVWDQFHV RU WR LQYHVWRUV WKDW PD\ EH VXEMHFW WR VSHFLDO WD[ UXOHV LQF

EDQNV LQVXUDQFH FRPSDQLHV RU RWKHU ILQDQFLDO LQVWLWXWLRQV
SHUVRQV VXEMHFW WR WKH DOWHUQDWLYH PLQLPXP WD[ RU WKH OHGLFDUH WD[ RC
WD[ H[HRSW QL]DWLRQV RU JRYHUQPHQWDO RUJDQL]DWLRQV

FROWUROOHG IRUHLJQ FRUSRUDWLRQV SDVVLYH IRUHLJQ LQYHVWPHQW FRPSDQLH
LQFRPH WDJ[

GHDOHUV LQ VHFXULWLHV RU FXUUHQFLHV

WUDGHUV LQ VHFEXULWLMNUW KW R/ APIRWNRNRIGWVRI ODFHF RDXQWLQJ IRU WKHLU VHFEXULWLHV
SHUVRQV WKDW RZQ RU DUH GHHPHG WR RZQ PRUH WKDQ ILYH SHUFHQW RI RXU F
FHUWDLQ IRUPHU FLWL]HQV RU ORQJ WHUP UHVLGHQWY Rl WKH 8QLWHG 6WDWHYV

SHUVRQV ZKR KROG RXU FRPPRQ VWRFN DV D SRVLWLRQ LQ D KHGJLQJ WUDQVDFWL
WUDQVDFWLRQ

SHUVRQV ZKR KROG RU UHFHLYH RXU FRPPRQ VWRFN SXUVXDQW WR WKH H[HUFLVH
SHUVRQV ZKR GR QRW KROG RXU VWRFN DV D FDSLWDO DVVHW ZLWKLQ WKH PHDQL
SHUVRQV GHHPHG WR VHOO RXU FRPPRQ VWRFN XQGHU WKH FRQVWUXFWLYH VDOH

,Q DGGLWLRQ LI D SDUWQHUVKLS RU HQWLW\ FODVVLILHG DV D SDUWQHUVKLS IRU 8
WUHDWPHQW RI D SDUWQHU JHQHUDOO\ ZLO @ IGH SF QG YR.QV MHVH R VWADKWHX § DRIMNKH) 8 B UV R @ G

SDUWQHU OHYHOS BFWRHGNVNEKILEGY WKDW KROG RXU FRPPRQ VWRFN DQG SDUWQHUV LQ VXF
WKH IHGHUDO LQFRPH WD[ FRQVHTXHQFHVY WR WKHP

YOU ARE URGED TO CONSULT YOUR TAX ADVISOR WITH RESPECT TO THE APPLICATION OF THE U.S. FEDERAL INCOME TAX
LAWS TO YOUR PARTICULAR SITUATION,
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AS WELL AS ANY TAX CONSEQUENCES OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF OUR COMMON STOCK ARISING
UNDER THE U.S. FEDERAL ESTATE OR GIFT TAX RULES OR UNDER THE LAWS OF ANY STATE, LOCAL, NON-U.S. OR OTHER TAXING
JURISDICTION OR UNDER ANY APPLICABLE TAX TREATY.

Non-U.S. Holder Defined

JRU SXUSRVHV RI WKLV G LYFQWBMERMGHRX PWKHN WKDQ D SDUWQHUVKLS LI \RX DUH D
WKDW IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV LV QRW D 8 6 SHUVRQ )RU SXUSRVHV R

DQ LQGLYLGXDO FLWL]JHQ RU UHVLGHQW RI WKH 8QLWHG 6WDWHV IRU 8 6 WDJ[ SXUS

D FRUSRUDWLRQ RU RWKHU HQWLW\ WD[DEOH DV D FRUSRUDWLRQ FUHDWHG RU RU.
DQ\ SROLWLFDO VXEGLYLVLRQ WKHUHRI RU WUHDWHG DV VXFK IRU 8 6 IHGHUDO L(Q

DQ HVWDWH ZKRVH LQFRPH LV VXEMHFW WR 8 6 IHGHUDO LQFRPH WD[ UHJDUGOHV\

D WUXVW [ ZKRVH DGPLQLVWUDWLRQ LV VXEMHFW WR WKH SULPDU\ VXSHUYLVLRQ
ZLWKLQ WKH PHDQLQJ RI 6HFWLRQ D ZKR KDYH WKH DXWKRULW\ WR FRQWU
DQ HOHFWLRQ WR EH WUHDWHG DV D 8QLWHG 6WDWHY SHUVRQ IRU 8 6 IHGHUDO L(

Distributions

H KDYH QRW PDGH DQ\ GLVWULEXWLRQV RQ RXU FRPPRQ VWRFN DQG ZH GR QRW S¢
+RZHYHU ZH GR PDNH GLVWULEXWLRQV RQ RXU FRPPRQ VWRFN WKRVH SD\PHQWV ZLOO F
RXU FXUUHQW RU DFFXPXODWHG HDUQLQJV DQG SURILWV DV GHWMKR LHIMWG Q@ OMKRY 16 Gt
ERWK RXU FXUUHQW DQG RXU DFFXPXODWHG HDUQLQJV DQG SURILWV WKH\ ZLOO FRQVW
VWRFN EXW QRW EHORZ JHUR DQG DQ\ H[FHVV ZLOO EH WUHDWHG DV JDLQ IURP WKH VD
&RPPRQ 6WRFN

BXEMHFW WR WKH GLVENNFWLR & BEHORRZQRIGWHG LQFRPH DQ\ GLYLGHQG SDLG WR \RX J
HLWKHU DW D UDWH RI RI WKH JURVV DPRXQW Rl WKH GLYLGHQG RU VXFK ORZHQY RWH
UHFHLYH D UHGXFHG WUHDW\ UDWH \RX)RX\PW % (IR %5 &M PX V% 1 WK UD RWDIOH..G DBE URSULDWH
JRUP : FHUWLI\LQJ TXDOLILFDWLRQRRUSWRE AHGRFN&DUHVHRISRXU FRPPRQ VWRFN HOLJLE
ZLWKKROGLQJ WD[ SXUVXDQW WR DQ LQFRPH WD[ WUHDW\ PD\ REWDLQ D UHIXQG RI DQ\ F
UHIXQG ZLWK WIQHR Q58 IBROWGHKIHW KROGV WKH VWRFN WKURXJK D ILQDQFLORQLS MRQWEWKRQI
QRQ 8KWROGHU ZLOO EH UHTXLUHG WR SURYLGH DSSURSULDWH GRFXPHQWDWLRQ WR WKH
SD\LQJ DJHQW HLWKHU GLUHFWO\ R URW KAKARXIKGRMRGHX OQWMRNYPHEDP DGV VRU UHJDUGLQ.
SURYLGHHBHQ@N IUXOHYV

'LYLGHQGY UHFHLYHG EHRWXKYWAIOD WRDQUHHHAWHG ZLWK \RXU FRQGXFW RI D 8 6 WUD®HUI
DWWULEXWDEOH WR D SHUPDQHQW HVWDEOLVKPHQW WKDW \RX PDLQWDLQ LQ WKH 8QLW
,Q RUGHU WR REWDLQ WKLV H[HPSWLRQ \RX PXVW SURYLGRUWKK&DSIS RV BDIEO H SHNRFR DD
SURSHUO\ FHUWLI\LQJ V XFIK HWHF $WL FQ QQHHRWHIG
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GLYLGHQGVY DOWKRXJK QRW VXEMHFW WR ZLWKKROGLQJ WD[ DUH WD[HG DW WKH VDPH !
FRUSROQRP@B KROGHW LGHQGY \RX UHFHRWHYWROD WRBDUWHHAWHG ZLWK \RXU FRQGXFW RI D 8 6
WR D EUDQFK SURILWY WD[ DW D UDWH RI RU VXFK ORZHU UDWH DWR®XDMKERX ¥G HFRQVXG)
DGYLVRU UHJDUGLQJ DQ\ DSSOLFDEOH WDHUMHWOQHMD WKBWWKDW PD\ SURYLGH IRU GLI

YRU DGGLWLRQDO ZLWKKROGLQJ UXOHV WKDW PD\ DSSO\ WR GQ R QGIH Q GRUUHDID WEW LF
VSHFLILFDOO\ GHILQHG LQ WKH &RGH WKDW KDYH VXEVWDQWLDO GLUHFW RU LQGLUHFW
$FFRXQW&RPSOLDQSH$FW )

Gain on Disposition of Common Stock

6XEMHFW WR GLVFXVVLRQV EHORZ UHJDU&SE Q\R K DHNQHUDIOWKKROGLQRW @& YHTXLUHG
DQ\ JDLQ UHDOL]HG XSRQ WKH VDOH RU RWKHU GLVSRVLWLRQ RI RXU FRPPRQ VWRFN XQC

WKH JDUGHAWLNHO\ FRQQHFWHG ZLWK \RXU FRQGXFW RI D 8 6 WUDGHKRW EXY LHNW
SHUPDQHQW HVWDEOLVKPHQW WKDW \RX PDLQWDLQ LQ WKH 8QLWHG 6WDWHV

\RX DUH DQ LQRQ YULHVOIMXIHMQZKR LV SUHVHQW LQ WKH 8QLWHG 6WDWHV IRU D SHULI
WKH WD[DEOH \HDU LQ ZKLFK WKH VDOH RU GLVSRVLWLRQ RFFXUV DQG FHUWDLQ R

RXU FRPPRQ VWRFN FRQVWLWXWHY D 8 6 UHDO SURSHUW\ LQWHUHVW RU 8653, E\
FRUSRUDWLRQ RU 8653+& IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV

:H EHOLHYH WKDW ZH DUH QRW FXUUHQWO\ DQG ZHPIDX¥R W EH FRHPWHIU BB @ DVEL R@ 2RH V2
GHSHQGV RQ WKH IDLU PDUNHW YDOXH RI RXU 8653, R@ GMDAN DOHSW R SIMKIAV | OLIQWRHDHNANWY D
WKHUH FDQ EH QR DVVXUDQFH WKDW ZH DUH QRW D 8653+& RU ZLOO QRW EHFRPH D 8653-
KRZHYBV ORQJ DV RXU FRPPRQ VWRFN LV UHJXODUQMHOVYRGHSHIJRPVDGHIRQMGRX) D QSH\\WD
VXFK FRPPRQ VWRFN ZLOO EH WUHDWHG DV 8653,V RQO\ LI \RX DFWXDOO\ RU FRQVWUXFW
VWRFN DW DQ\ WLPH GXULQJ WKH VKRUWHU RI WKH ILYH \HDU SHULR GRXWHHFRBER-RQJ RVRNKRIFN
FRQVXOW DQ\ DSSOLFDEOH WD[ W UIHW QHW UDKIODHW PD\ SURYLGH IRU GLI

, \RX DQRQ@8KWROGHU GHVFULEHG LQ WKH ILUVW EXOOHW DERYH \RX ZLOO EH UHTXL
VDPH JUDGXDWHG UDWHYV DSSOLFDEOH Q\WRQ 88 66R®OQHGIHMROQEBHVRBWBGLERGSIRYU BWMWH ILUVW EXOOH)
SURILWY WD[ DW D UDWH RU VXFK ORZHU UDWH DV PD\ EH, VSR DIUH ® @ \LRE BYEROOTHIVE (
GHVFULEHG LQ WKH VHFRQG EXOOHW DERYH \RX ZLOO EH UHTXLUHG WR SD\ D IODW W
WKH JDLQ GHULYHG IURP WKH VD/HW EKBFK JVRXUPB\FBIRWDO ORVVHV HYHQ WKRXJK \RX
8QLWHG 6WDWHY SURYLGHG \RX KDYH WLPHO\ ILOHG 8 6 IHGHURX VYRORRG 8 W] \WHOIWK DQ
WUHDWLHYV WKDW REUHQRYUZBHRU GLI

)RU DGGLWLRQDO ZLWKKROGLQJ UXOHV WKDW PD\ DSSO\ WR JURVV SURFHHGV IURP \
ILQDQFLDO LQVWQRX WLGRIEFHDIIDW R
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HQWLWLHV DV VSHFLILFDOO\ GHILQHG LQ WKH &RGH WKDW KDYH VXEVWDQWLDO GLUHF'
JRUHLJQ $FPREXRWSD BB Q&M $

Backup Withholding and Information Reporting

*HQHUDZHOPXVW UHSRUW DQQXDOO\ WR WKH ,56 WKH DPRXQW RI GLYLGHQGV SDLG WI
LI D@VLPLODU UHSRUW LV VHQW WR \RX 3XUVXDQW WR DSSOLFDEOH LQFRPH WD[ WUHDW
WD[ DXWKRULWLHV LQ \RXU FRXQWU\ RI UHVLGHQFH

3D\PHQWV RI GLYLGHQGV RU Rl SURFHHGY RQ WKH GLVSRVLWLRQ RI VWRFN PDGH WR
ZLWKKROGLQJ DW D FXUUHQW UDWH RI XQOHVV \RX HVYWDEOLVK QRQH$NFVDMORQ RIR D QH |
JRUP :% (1,56 RUP :%(1 (RU DQRWKHU DSSURSULPWPH: YHRIWWZRWKRIWB®GLQJ WKH IRUHJRLQJ
LQIRUPDWLRQ UHSRUWLQJ PD\ DSSO\ LI HLWKHU ZH RU RXU SD\L QWKD¥H QRX KOW\H DF & % D © H\

%DFNXS ZLWKKROGLQJ LV QRW WE&HDE&GLWHERRQQDDOWDBIF RPMWWHY OLDELOLW\ RI SHUVRQ
UHGXFHG E\ WKH DPRXQW RI WD[ ZLWKKHOG ,I| ZLWKKROGLQJ UHVXOWY LQ DQ RYHUSD\P}
UHTXLUHG LQIRUPDWLRQ LV IXUQLVKHG WR WKH ,56 LQ D WLPHO\ PDQQHU

Foreign Account Tax Compliance Act (FATCA)

8QGHU 6HFWLRQV WR RI WKH &RGH VXFK 6H$7& &R @V 8F R P PHRAHI DUOH PH WIKHK® GVGRL (
LPSRVHG RQ GLYLGHQGY RQ DQG WKH JURVV SURFHHGV IURP D GLVSRVLWLRQ RI RXU FRP
LQ WKH &RGH XQOHVV VXFK LQVWLWXWLRQ HQWHUV LQWR DQ DJUHHPHQW ZLWK WKH 8 6
WR FROOHFW DQG SURYLGH WR WKH 8 6 WD[ DXWKRULWLHV VXEVWDQWLDO LQIRUPDWLRC
HTXLW\ DQG GHEW KROGHUV RI VXFK LQVWLWXWLRQ DV ZHOO DV FHUWDLQ DFFRXQW KRC
H[HPSWLRQ $ 8 6 IHGHUDO ZLWKK®&®&GLRI\ VEB[LPISRVKGGRHY GLYLGHQGY RQ DQG WKH JUR"
VWRFN QRRQDLQDRFHDID HQWLW\ DV VSHFLILFDOO\ GHILQHG XQGHU WKH &RGH XQOHVV \
FHUWLILFDWLRQ WKDW LW GRHV QRW KDYH DQ\ VXEVWDQWLDO 8QLWHG 6WDWHY RZQHUV
VXEVWDQWLDO 8QLWHG 6WDWHY RZQHU RI WKH HQWLW\ RU RWKHUZLVH HVWDEOLVKHV DC
RI GLYLGHQGY RQ RXU VWRFN DQG XQGHU FXUUHQW WUDQVLWLRQ UXOHV DUH H[SHFWH!
GLVSRVLWLRQ RI VXFK FRPPRQ VWRFN RQ RU DIWHU -DQXDU\ $Q LQWHUJRYHUQPHQ
IRUHLJQ FRXQWU\ PD\ PRGLI\ WKH UHTXLUHPHQWY GHVFULEHG L@RW KBLKIR BIBUHII B D BKW 8EHG |
UHIXQGVY RU FUHGLWRXRY K/RKX®GVPRIQW XOW \RXU WD[ DGYLVRUV UHJDUGLQJ WKHVH ZLWKKI

The preceding discussion of U.S. federal income tax consequences is for general information only. It is not tax advice. Each
prospective investor should consult its own tax advisor regarding the particular U.S. federal, state and local and non-U.S. tax
consequences of purchasing, holding and disposing of our common stock, including the consequences of any proposed change in
applicable laws.
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UNDERWRITING

:H WKH VHOOLQJ VWRFNKROGHUY DQG WKH XQGHUZULWHUYV QDPHG EHORZ KDYH HQ!
EHLQWHRHG 6XEMHFW WR FHUWDLQ FRQGLWLRQV HDFK XQGHUZULWHU KDV VHYHUDOO\ D
LQGLFDWHG LQ WKH IROORZLQJ WDEOH *RRUGPD@ GHFXWLW&ER V//&&DBQUEH -WBKH UHSUHVHQWD

Number of

Underwriters Shares

*ROGPDQ 6DFKV &R [//&
- 3 0RUIJDQ 6HFXULWLHYV //&
3DFLILF &UHVW 6HFXULWLHY D GLYLVLRQ RI .H\%DQF &DSLWDO ODUNHWYV ,QF
5D\PRQG -DPHV $VVRFLDWHV ,QF
:LOOLDP %ODLU / ERPSDQ\
-03 6HFXULWLHV //&
7TRWDO

7KH XQGHUZULWHUYV DUH FRPPLWWHG WR WDNHIDRG 4D \DI®\UDHOWI NWVAHIQH R WE Y H VWEHD
RSWLRQ GHVFULEHG EHORZ XQOHVV DQG XQWLO WKLV RSWLRQ LV H[HUFLVHG

7KH XQGHUZULWHUY KDYH DQ RSWLRQ WR EX\ XS WR DQ DGGLWLRQDO VKDU
RI' D JUHDWHU QXPEHU RI VKDUHVY WKDQ WKH WRWDO QXPEHU VHW IRUWK LQ WKH WDEOH
SURVSHFWXV ,I DQ\ VKDUHYV DUH SXUFKDVHG SXUVXDQW WR WKLV RSWLRQ WKH XQGHUZ

SURSRUWLRQ DV VHW IRUWK LQ WKH WDEOH DERYH
7KH IROORZLQJ WDEOH VKRZV WKH SHU VKDUH DQG WRWDO XQGHUZULWLQJ GLVFRXQ

VWRFNKROGHUV 6XFK DPRXQWY DUH VKRZQ DVVXPLQJ ERWK QR H[HUFLVH DQG IXOO H[HL
VKDUHYV

Paid by the Selling Stockholders

No Exercise Full Exercise

3HU 6KDUH
TRWDO

6KDUHVY VROG E\ WKH XQGHUZULWHUMHVUR & DAV SAXEHUIEQE ODUBL IR B LMHIVWD OROU VEKI RQ WKH F
VKDUHV VROG E\ WKH XQGHUZULWHUV WR VHFXULWLHY GHDOHUV PD\ EH VRO DWW UL FGH VF
LOQLWHNO@®I RI WKH VKDUHV WKH UHSUHMHQ\WDWUY.HYW PDQ\GFWERE JRVWKHIH RHORILYK M MKBV
XQGHUZULWHUV LV VXEMHFW WR UHFHLSW DQG DFFHSWDQFH DQG VXEMHFW WR WKH XQG

7KH FRPSDQ\ DQRHUWY RUUHFWRUV 3ULQFLSDO 6WRFNKROGHUV DQG WKH VHOOLQJ V'
FHUWDLQ H[FHSWLRQV QRW WR GLVSRVH RI RU KHGJH DQ\ RI WKHLU FRPPRQ VWRFN RU V
VWRFN GXULQJ WKH SHULRG IURP WKH GDWH RI WKLV SURVSHFWXV FRQWLQXLQJ WKURXJ
ZULWWHQ FRQVHQW RI WKH UHSUHVHQWDWLYHV 7KLV DJUHHPHQW GRHV QR LEDSEM HWIR U
6DOH IRU D GLVFXVVLRQ RI FHUWDLQ WUDQVIHU UHVWULFWLRQV
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2XU VKDUHVY DUH OLVWHG RQ 1$6'$4 *OREDO 6HOHFW 6WRFN ODUNHW XQGHU WKH V\P

,Q FROQQHFWLRHPEOLWK WKH KIQGHUZULWHUV PD\ SXUFKDVH DQG VHOO VKDUHV RI FRP
PD\ LQFOXGH VKRUW VDOHV VWDELOL]JLQJ WUDQVDFWLRQV DQG SXUFKDVHV WR FRYHU St
XQGHUZULWHUV RI D JUHDWHU QXPEHU RI VKDUHV WKDJQ QWKH\QEEUH VKR XW 5B VWW LSRN PKIE
VDOHV WKDW KDYH QRW EHHQ FRYHUHG E\ VXEVHTXHQW SXUFKDVHV $ FRYHUHG VKRUW
DGGLWLRQDO VKDUHV IRU ZKIWK RQKE HMFG&HEBAGLMWEHRMH PD\ EH HIHUFLVHG 7KH XQGHUZUL
HLWKHU H[HUFLVLQJ WKHLU RSWLRQ WR SXUFKDVH DGGLWLRQDO VKDUHVY RU SXUFKDVLQ.
WKH FRYHUHG VKRUW SRVLWLRQ WHEPRXQQGRWEHUWHUY ZVOWKRHRQVLEHWRI VKDUHY DYDLOD
FRPSDUHG WR WKH SULFH DW ZKLFK WKH\ PD\ SXUFKDVH DGGLWLRQDO VKDUHYV SXUVXDQ\
VDOHV WKDW FUHDWH D VKRUW SRVLWLRQ JUHDWHU WKDQ WKH DPRXQW RI DGGLWLRQDO
XQGHUZULWHUV PXVW FRYHU DQ\ VXFK QDNHG VKRUW SRVLWLRQ E\ SXUFKDVLQJ VKDUHYV
FUHDWHG LI WKH XQGHUZULWHUYVY DUH FRQFHUQHG WKDW WKHUH PD\ EH GRZQZDUG SUHV'
WKDW FRXOG HFYHUEMBVWRUV ZKR ISWUULRKDWWDRLWKH ®) WUDQVDFWLRQV FRQVLVW RI YL
PDGH E\ WKH XQGHUZULWHUV LQ WKH RSHQ PDIBNHWIJSULRU WR WKH FRPSOHWLRQ RI WKH

7KH XQGHUZULWHUV PD\ DOVR LPSRVH D SHQDOW\ ELG 7KLV RFFXUV ZKHQ D SDUWLF
XQGHUZULWLQJ GLVFRXQW UHFHLYHG E\ LW EHFDXVH WKH UHSUHVHQWDWLYHYV KDYH UHS
VWDELOL]LQJ RU VKRUW FRYHULQJ WUDQVDFWLRQV

3XUFKDVHV WR FRYHU D VKRUW SRVLWLRQ DQG VWDELOL]LQJ WUDQVDFWLRQV DV ZF+
KDYH WKAWIRI SUHYHQWLQJ RU UHWDUGLQJ D GHFONVNQHWVIRF NVKIHQREDW R BIMWXKUWHLLF A LRV KWW K HF
PD\ VWDELOL]H PDLQWDIDHRNRW KRAWKIHWNHWHSDILFH RI WKH FRPPRQ VWRFN $V D UHVXOW W
WKH SULFH WKDW RWKHUZLVH PLIKW H[LVW LQ WKH RSHQ PDUNHW 7KH XQGHUZULWHUYV I
DFWLYLWLHY DW DQ\ WLPH 7KHMAWHGO RYD¥FNH RQY' PADYEREBD 6HORFWUGWRIA N B R [ MR U ¢
RWKHUZLVH

(XURSHDQ (FRQRPLF $UHD

,Q UHODWLRQ WR HDFK OHPEHU 6WDWH RI WKH (XURSHDQ (FRQRPLF $UHD ZKLFK KDV
OHPEHU 6WDWH HDFK XQGHUZULWHU KDV UHBSRWVHRW BPQ@ ® Q Q ADNUGIHE WKHMHWE DIWHK RHY Z K
LPSOHPHQWHG LQ WKDW 5HOHYDQW OHPEHU 6WDWH WKH 5HOHYDQW ,P SIGHHUP R Q WKODAULHRWQ W
LQ WKDW 5HOHYDQW OHPEHU 6WDWH SULRU WR WKH SXEOLFDWLRQ RI D SURVSHFWXV LQ
DXWKRULW\ LQ WKDW 5HOHXIRKWH OHPEWHRIS GWDWH PMWBSURYHG LQ DQRWKHU 5HOHYDQW OHP
LQ WKDW 5HOHYDQW OHPEHU 6WDWH DOO LQ DFFRUGDQFH ZAMNKKW H BRIR DIHF WXKFOXGH®
,PSOHPHQWDWLRQ 'DMWH RPI¥XIBWLVRYR WKH SXEOLF LQ WKDW 5HOHYDQW OHPEHU 6WDWH

D WR OHJDO HQWLWLHYV ZKLFK DUH DXWKRULVHG RU UHIXQRWHGRWRWR&RUDWHGLRU
FRUSRUDWH SXUSRVH LV VROHO\ WR LQYHVW LQ VHFXULWLHV

E WR DQ\ OHJDO HQWLW\ ZKLFK KDV WZR RU PRUH RI DQ DYHUDJH RI DW OHDVW
EDODQFH VKHHW ®| PRUHDWRIGDQ DQ DQQXDO QHW WXUQRY HUDR/I PRRIHQW.IQDIQW YV O
FRQVROLGDWHG DFFRXQWYV



Table of Contents

F WR IHZHU WKDQ QDWXUDO RU OHJDO SHUVRQV RWKHU WKDQ TXDOLILHG LQYF
WKH SULRU FRQVHQW RI WKH UHSHHVRQWDWLYHV IRU DQ\ VXFK RI

G LQ DQ\ RWKHU FLUFXPVWDQFHV ZKLFK GR QRW UHTXLUH WKH SXEOLFDWLRQ E\ W
'"LUHFWLYH

JRU WKH SXUSRVHV RI WKLV SURYLWUWRQ VW RH HM SUR WKR G XOED LFI LQ UHODWLRQ WR |
PHDQV WKH FRPPXQLFDWLRQ LQ DQ\ IRUPLBIQ® H\QDRUY I QR/QRRHYUXADKGHG WAHUP V KRHWHEKGIWRR B
HQDEOH DQ LQYHVWRU WR GHFLGH WR SXUFKDVH RU VXEVFULEH WKH VKDUHV DV WKH VL
LPSOHPHQWLQJ WKH 3URVSHFWXV 'LUHFWLYH LQ WKDW 5HOHYDQW OHPEHU 6WDWH DQG W
LQFOXGHY DQ\ UHOHYDQW LPSOHPHQWLQJ PHDVXUH LQ HDFK 5HOHYDQW OHPEHU 6 WDWH

(DFK XQGHUZULWHU KDV UHSUHVHQWHG DQG DJUHHG WKDW

D LW KDV RQO\ FRPPXQLFDWHG RU FDXVHG WR EH FRPPXQLFDWHG DQG ZLOO RQO\
LQGXFHPHQW WR HQJDJH LQ LQYHVWPHQW DFWLYLW\ ZLWKLQ WKH PHDQLQJ RI ¢
LVVXH RU VDOH RI WKH VKDUHV LQ FLUFXPVWDQFHV LQ ZKLFK 6HFWLRQ RI W
SHUVRQ DSSO\ WR WKH ,VVXHU DQG

E LW KDV FRPSOLHG DQG ZLOO FRPSO\ ZLWK DOO DSSOLFDEOH SURYLVLRQV RI WK
LQ IURP RU RWKHUZLVH LQYROYLQJ WKH 8QLWHG .LQJGRP

+RQJ .RQJ

7KH VKDUHV PDYHLRWG RURIROG E\ PHDQV RI DQ\ GRFXPHQW RWKHU WKDQ L IHQ RMLR®M
SXEOLF ZLWKLQ WKH PHDQLQJ RI WKH &RPSDQLHV 2UGLQDQFH &DS /DZV Rl +RQJ .RQJ
BHFXULWLHV DQG )XWXUHV 2UGLQDQFH &DS /DZV Rl +RQBURQUL DIQWE RVQK HIX @ HY FXPE M
LQ WKH GRFXPHQW EHLQJ D SURVSHFWXV ZLWKLQ WKH PHDQLQJ Rl WKH &RPSDQLHV 2UC
LQYLWDWLRQ RU GRFXPHQW UHODWLQJ WR WKH VKDUHV PD\ EH LVVXHG RU PD\ EH LQ WK
ZKHWKHU LQ +RQJ .RQJ RU HOVHZKHUH ZKLFK LV GLUHFWHG DW RU WKM KR GXHEQWV LR -
H[FHSW LI SHUPLWWHG WR GR VR XQGHU WKH ODZV Rl +RQJ .RQJ RWKHU WKDQ ZLWK UH
SHUVRQV RXWVLGH +RQJ .RQJ RU RQO\ WR SURIHVVLRQDO LQYHVWRUV ZLWKLQ WKH PHEC
+RQJ .RQJ DQG DQ\ UXOHV PDGH WKHUHXQGHU

6LQJDSRUH

7KLV SURVSHFWXV KDV QRW EHHQ UHJLVWHUHG DV D SURVSHFWXV Z MK VWKUWHRVB®GIHW
RWKHU GRFXPHQW RU PDWH UL DI® U R B RADDHF VRILR RQZ/LLWHD WKRIQRIRU VXEVFULSWLRQ RU SXLU
GLVWULEXWHG QRU PDHUMIGHRUKDBEBG ERIUREH PDGH WKH VXEMHFW RI DQ LQYLWDWLRQ IRL
WR SHUVRQV LQ 6LQJDSRUH RWKHU WKDQ L WR DQ LQVWLWXWLRQDO LQYHVWRU XQGHU
WKH$6) LL WR D UHOHYDQW SHUVRQ RU DQ\ SHUVRQ SXUVXDQW WR 6HFWLRQ $ DQ
WKH$6RU LLL RWKHUZLVH SXUVXDQW WR DQG LQ DFFRUGDQFH ZLWK WEH FRQGLWLRQV F
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:KHUH WKH VKDUHV DUH VXEVFULEHG RU SXUFKDVHG XQGHU 6HFWLRQ E\ D UHOHY
DFFUHGLWHG LQYHVWRU WKH VROH EXVLQHVV RI ZKLFK LV WR KROG LQYHVWPHQWYV DQG
HDFK RI ZKRP LV DQ DFFUHGLWHG LQYHVWRU RU E D WUXVW ZKHUH WKH WUXVWHH LV !
DQG HDFK EHQHILFLDU\ LV DQ/IPFBHWGGWEISQWDXYHVWRBQG XQLWYV Rl VKDUHY DQG GHEHQW)
ULJKWV DQG LQWHUHVW LQ WKDW WUXVW VKDOO QRW EH WUDQVIHUDEOH IRU PRQWKV C
H[FHSW WR DQ LQVWLWXWLRQDO LQ$HRVWWR ®QGHUHFHDIMWL BEUVRRI WRKHDE\ SHUVRQ SX
DFFRUGDQFH ZLWK WKH FRQGLWLRQV V§SHF LEIKHG H QQ RHFR\QL\RIGE HU RWWK® 16 JLYHQ IRU WE

-DSDQ

7KH VKDUHV KDYH QRW EHHQ DQG ZLOO QRW EH UHJLVWHUHG XQGHU WKH )LQDQFLDC
,QVWUXPHQWY DQG ([FKDQJH /DZ DQG HDFK XQGHUBIURW W GO \D QY WKIDG NWK DB BN B/EORR (
WKH EHQHILW RI DQ\ UHVLGHQW RI -DSDQ ZKLFK WHUP DV XVHG KHUHLQ PHDQV DQ\ SHU
RUJDQL]JHG XQGHU WKH ODZV R IU+DIBDQRURWHW B ORW IGH. U FIRQD A DRSWD Q QRAL WHRFIY W\ HVLGHQW RI
DQ H[HPSWLRQ IURP WKH UHJLVWUDWLRQ UHTXLUHPHQWYV RI DQG RWKHUZLVH LQ FRPSOL
DSSOLFDEOH ODZV UHJXODWLRQV DQG PLQLVWHULDO JXLGHOLQHV RI -DSDQ

&DQDGD
7KH VKDUHV PD\ EH VROG LQ &DQDGD RQO\ WR SXUFKDVHUV SXUFKDVLQJ RU GHHPH(
DV GHILQHG LQ 1DWLRQDQOAURVSHPPXHOQWHPSWLRQV RU VXEVHFWLRQ RI WKH 6HFXUL)

GHILQHG LQ 1DWLRQDO 58 YMWWIPHRMRQ 5HTXLUHPHQWY ([HPSWLRQV DQG 2QJRLQJ 5HJILV)
EH PDGH LQ DFFRUGDQFH ZLWK DQ H[HPSWLRQ IURP RU LQ D WUDQVDFWLRQ QRW VXEMH

BHFXULWLHV OHJLVODWLRQ LQ FHUWDLQ SURYLQFHVY RU WHUULWRULHV RI &DQDGD P
SURVSHFWXV LQFOXGLQJ DQ\ DPHQGPHQW WKHUHWR FRQWDLQV D PLVUHSUHVHQWDWLR
E\ WKH SXUFKDVHU ZLWKLQ WKH WLPH OLPLW SUHVFULEWG &R YWQHF N HRFOKWLHAXULLWVK ® & HILY © R
DQ\ DSSOLFDEOH SURYLVLRQV RI WKH VHFXWBURLYH\Q BH R QAW UR @/ RU W RK S0 WMKLIAKHOWD U V
DGYLVRU

3XUVXDQW WR VHFWLRQ $ RI 1DWQRH8DDUIQVMWUIXLRIQMWIKEW XQGHUZULWHUY DUH QRV
WKH GLVFORVXUH UHTXLUHPHQWBY ®RI XQGHUZULWHU FRQIOLFWYV RHUDQMHUHVW LQ FRQQHF

7KH XQGHUZULWHUV GR QRW H[SHFW VDOHV WR GLVFUHWLRQDU\ DFFRXQWHGWR H[FH

7KH FRPSDQ\ HVWLPDWHY WKDW LWV VK DIBIH IRQ W KHFW R ®/1D®DI KGEBYVHVLRILW &K Hs RY F R X (
DSSUR[LPDWHOH KDYH DJUHHG WR UHLPEXUVH WKH XQGHUZULWHUV IRU WKH UHDVRQDEO!
FOHDUDQFHI RULMOKLYLRVK ),15%$ ZKLFK ZH GR QRW H[SHFW WR H[FHHG

7KH FRPSDQ\ DQG WKH VHOOLQJ VWRFNKROGHUYVY KDYH DJUHHG WR LQGHPQLI\ WKH V
XQGHU WKH 6HFXULWLHV $FW RI
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7KH XQGHUZULWHUV DQGLWKBIWW W BUSHIKWIOY MHUYLFH ILQDQFLDO LQVWLWXWLRQV HC
DQG WUDGLQJ FRPPHUFLDO DQG LQXLIQW\NFWEW@ED @BQ@IHPGE QW RIQYHVWPHQW UHVHDUFF
PDNLQJ EURNHUDJH DQG RW&HUQDERANCWLH\QOBQG VHUYLFHY &HUWDLQ RI WK B DDWGHW K
SURYLGHG DQG PD\ LQ WKH IXWXUH SURYLGH D YDULHW\ RI WKHVH VHUYLFHV WR WKHRU
ZKLFK WKH\ UHFHLYHG RU ZLOO UHFHLYH FXVWRPDU\ IHHV DQG H[SHQVHYV

,Q WKH RUGLQDU\ FRXUVH RI WKHLU YDULRXV EXVLQHVV D AVDILDINKEVR IWKLIH XDW R U Z L
PD\ SXUFKDVH VHOO RU KROG D EURDG DUUD\ RI LQYHVWPHQWY DQG DFWLYHO\ WUDGH V
VZDSV DQG RWKHU ILQDQFLDO LQVWUXPHQWYV IRU WKHLU RZQ DFFRXQW DQG IRU WKH DFF
PD\ LQYROYH RU UHODWH WR DVVHWY VHFXULWLHW\D @8 CRAD WHWDOX P H XM @) WK K HY \REH
SHUVRQV DQG HQWLWLHV ZLWK UH R B X QREGWKZLUSL W AW KDY K KWLKOHAOY URHDAS BI 6 WR. YFHR PR X Q L F D \
LQYHVWPHQW UHFRPPHQGDWLRQV PDUNHW FRORU RU WUDGLQJ LGHDV DQG RU SXEOLVK
VHFXULWLHV RU LQVWUXPHQWY DQG PD\ DW DQ\ WLPH KROG RU UHFRPPHQG WR FOLHQW:'
VHFEXULWLHYV DQG LQVWUXPHQWYV
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LEGAL MATTERS

7KH YDOLGLW\ RI WKH VKDUIKHWYRG KRHRHHREQ YMRFEHRISDVVHG XSRQ IRU XV E\ :ROVFED@ R}
&DOLIRUQLD DQG IRU WKH XQ ®NMUINULQWRNS $ EN\HOMMKDEPDOLIRUQLD :LOVRQ 6RQDNQGLFHRRGL

PHPEHUV DUH DVVRFLDWHG ZLWK :6/&QY H\WW PAKQWK&RP DMOLQYHVWRU LQ FHOMDDAIQGL DI\ K\
6XPHUX 8SRQ WKH FRQVXIMRD\WIRQ RQ WH\HWRPIHQW &RPSDQ\

$ ZLOO GLUHFWO\ RU LQG
VKDUHV Rl RXU FRPPRQ VWRFN
EXPERTS
7KH ILQDQFLDO VWDWHPHQWY Rl %ODFN/LQH ,QF DV RI '"HFHPEHU DQG DQC
'"HFHPEHU

LQFOXGHG LQ WKLV SURVSHFWXV KDYH EHHQ VR LQFOXGHG L@ QH@LEOFH
UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP JLYHQ RQ WKH DXWKRULW\ RI VDLG ILUP DV H[SF
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WHERE YOU CAN FIND MORE INFORMATION

H KDYH ILOHG ZLWK WKH 6(& D UHRIULRWYQ®HBR WKW BWFHRPHIQW. RQ $FW ZLWK UHVSHFW
RIHUHG E\ WKLV SURVSHFWXV 7KLV SURVSHFWXV ZKLFK FRQVWLWXWHVY D SDUW RI WKH
WKH UHJLVWUDWLRQ VWDWHPHQW VRPH RI ZKLFK LV FRQWDLQHG LQ H[KLELWYV WR WKH L
JRU IXUWKHU LQIRUPDWLRQ ZLWK UHVSHFW WR XV DQG RXU FRPPRQ VWRFN ZH UHIHU \R»
WKH UHJLVWUDWLRQ VWDWHPHQW 6WDWHPHQWY FRQWDLQHG LQ WKLV SURVSHFWXV FRQ
QHFHVVDULO\ FRPSOHWH ,I D FRQWUDFW RU GRFXPHQW KDV EHHQ ILOHG DV DQ H[KLELW
GRFXPHQW WKDW KDV EHHQ ILOHG $ FRS\ Rl WKH UHJLVWUDWLRQ VWDWHPHQW DQG WKH
UHIHUHQFH URRP PDLQWDLQHG E\ WKH 6(& ORFDWHG/ PMQIJWROWUEHW 1 DQGRRBLHV RI [
UHJLVWUDWLRQ VWDWHPHQW PIRF B HD R/ESUDH\QFHIBXE B B PURIEWDIN. L Q IRUPDWLRQ RQWSOHERSH !
UHIHUHQFH URRP E\ FDOOLG®WKH7&(& &YW DOVR PDLQWDLQV DQ ,QWHUQHW ZHEVLWH WKD
RWKHU LQIRUPDWLRQ DERXW LVVXHUV WKDW ILOH HOHFWURQLFBO®AORILWK WKH 6(& 7KH

H DUH VXEMHFW WR WKH LQIRUPDWLRQ DQG SHULRGLF UHSRUWLQJ UHTXLUHPHQWYV
UHSRUWV SUR[\ VWDWHPHQWY DQG RWKHU LQIRUPDWLRQ ZLWK WKH 6(& 7KHVH SHULRGL
LQVSHFWLRQ DQG FRY\SQEOMF WKHHE&(&QFH URRP DQG DRFHUWHBEQH W EHE X 1L K/ M/ KHHi 08HRQ P E
DQ ,QWHUQHW ZHEMDWMODRDWHZERP DW ZKLFK \RX PD\ DFFHVV WKHVH PDWHULDOV IUHH RI
DUH HOHFWURQLFDOO\ ILOHG ZLWK RU IXUQLVKHG WR WKH 6(& ,QIRUPDWLRQ FRQWDLQI
SDUW RI WKLV SURVSHFWXV RU WKH UHJLVWUDWLRQ VWDWHPHQW RI ZKLFK WKLV SIURDN SH
LQFOXGHG RXU ZHEVLWH DGGUHVV LQ WKLV SURVSHFWXV VROHO\ IRU LQIRUPDWLRQDO S.
FDQ EH DFFHVVHG WKURXJK RXU ZHEVLWH DV SDUW RI WKLV SURVSHFWXV RU LQ GHFLGL
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BLACKLINE, INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Index to Audited Consolidated Financial Statements of BlackLine, Inc. as of December 31, 2016 and 2015 and for each of the Three Years
in the Period Ended December 31, 2016

S5HSRUW RI . QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP )
&RQVROLGDWHG %DODQFH 6KHHWY DV RI '"HFHPEHU DQG )
&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV IRU WKH \HDUVY HQGHG 'HFHPEHU )

&RQVROLGDWHG 6WDWHPHOQOWY RI &RPSUHKHQVLYH /RVV IRU WKH \HDUV HQGHG '"HFHPEHU
&RQVROLGDWHG 6WDWHPHQWY RI 6WRFEFNKROGHUYV _(TXLW\ IRU WKH \HDUV HQGHG 'HFHPE}
&RQOVROLGDWHG 6WDWHPHQWY RI &DVK JORZV IRU WKH \HDUV HQGHG 'HFHPEHU )
I1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV )

Index to Unaudited Condensed Consolidated Financial Statements of BlackLine, Inc. as of March 31, 2017 and for the Three Months
Ended March 31, 2017 and 2016

&ROGHQVHG &RQVROLGDWHG %YDODQFH 6KHHWY DV RI ODUFK DQG '"HFHPEHU )
&RQGHQVHG &RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV IRU WKH 7KUHH ORQWKYV (QGt
&ROGHQVHG &RQVROLGDWHG 6WDWHPHQWY RI &RPSUHKHQVLYH /RVV IRU WKH 7KUHH DRQ
&RQGHQVHG &RQVROLGDWHG 6WDWHPHQW RI 6WRENKROGHUY (TXLW\ IRU WKH 7KUHH)ORC
&RQGHQVHG &RQVROLGDWHG 6WDWHPHQWY RI &DVK YJORZV IRU WKH 7KUHH ORQWKYV (QGH(
IRWHV WR &8ROQGHQVHG &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV )

)
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Report of Independent Registered Public Accounting Firm

7R WKH %RDUG RI 'LUHFWRUV DQG 6WRFNKROGHUV RI %ODFN/LQH ,QF

,Q RXU RSLQLRQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWYV DQG WKH UF
VWRFNKROGHUV HTXLW\ DQG FIDY I OORRZNWSHIHMHR WH\DSHWPOWY WKH ILQDQFLDO SRVLWLRQ
&RPSDQ\ DW 'HFHPEHU DQG DQG WKH UHVXOWY Rl WKHLU RSHUDWLRQV DQG )\
HQGHG 'HFHPEHU LQ FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFH
DUH WKH UHVSRQVLELOLWD ®D MHPH QWP 2BQ\UHVSRQVLELOLW\ LV WR H[SUHVV DQ RSLQLRC
:H FRQGXFWHG RXU DXGLWV RI WKHVH ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK V
8QLWHG 6WDWHVY 7KRVH VWDQGDUGY UHTXLUH WKDW ZH SODQ DQG SHUIRUP WKH DXGL)\
VWDWHPHQWY DUH IUHH RI PDWHULDO PLVVWDWHPHQW $Q DXGLW LQFOXGHV H[DPLQLQJ
WKH ILQDQFLDO VWDWHPHQWY DVVHVVLQJ WKH DFFRXQWLQJ SULQFLSOHV XVHG DQG VLJ
ILQDQFLDO VWDWHPHB W UMD WRDAWRRX U DXGLWY SURYLGH D UHDVRQDEOH EDVLV IRU

V 3ULFHZDWHUKRXVH&RRSHUV //3

IRV $QJHOHV &DOLIRUQLD
ODUFK
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BLACKLINE, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except shares and par values)

December 31, December 31,

2016
$66(76
&XUUHQW DVVHWYV
&DVK DQG FDVK HTXLYDOHQWYV
ODUNHWDEOH VHFXULWLHV
$FFRXQWYV UHFHLYDEOH QHW RI DOORZDQFHV IRU GRXEWIXO DFFRXQWV RI
'"HFHPEHU DQG UHVSHFWLYHO\
'"HIHUUHG VDOHV FRPPLVVLRQV
3UHSDLG H[SHQVHY DQG RWKHU FXUUHQW DVVHWYV
7ZRWDO FXUUHQW DVVHWYV
&DSLWDOL]HG VRIWZDUH GHYHORSPHQW FRVWV QHW
BURSHUW\ DQG HTXLSPHQW QHW
,QWDQJLEOH DVVHWV QHW
*RRGZLOO
2WKHU DVVHWYV

7ZRWDO DVVHWYV
/,$%,/,7,(6 $12&7+2/'(56 (48,7<
&XUUHQW OLDELOLWLHYV
$FFRXQWYV SD\DEOH
$FFUXHG H[SHQVHY DQG RWKHU FXUUHQW OLDELOLWLHV
'"HIHUUHG UHYHQXH
6KRUW WHUP SRUWLRQ Rl FRQWLQJHQW FRQVLGHUDWLRQ
7ZRWDO FXUUHQW OLDELOLWLHV
7HUP ORDQ QHW
&RPPRQ VWRFN ZDUUDQW OLDELOLW\
&RQWLQJHQW FRQVLGHUDWLRQ
'"HIHUUHG WD[ OLDELOLWLHV QHW
'"HIHUUHG UHYHQXH QRQFXUUHQW
2WKHU ORQJ WHUP OLDELOLWLHV
7RWDO OLDELOLWLHYV
&RPPLWPHQWY DQG FRQWLQJHQFLHV 1RWH
BWRFNKROGHUV HTXLW\
3UHIHUUHG VWRFN SDU YDOXH VKDUHVY DXWKRUL]JHG QR VKDUHV L
DV RI '"HFHPEHU DQG
&RPPRQ VWRFN SDU YDOXH VKDUHV DXWKRUL]JHG LVVXHG
RXWVWDQGLQJ DV RI '"HFHPEHU DQG LVVXHG DQG RXWVW
'"HFHPEHU
7JUHDVXU\ VWRFN VKDUHV DQG VKDUHV DW FRVW DW 'HFHPEHU DQG
$GGLWSBREFDGLWDO
$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH
$FFXPXODWHG GHILFLW
7ZRWDO VWRFNKROGHUV HTXLW\

7TRWDO OLDELOLWLHY DQG VWRFNKROGHUV HTXLW\

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW RI WKHVH FR
)

2015

DQG

VVXHG

DQG
DQGLQ

U

QVROL
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BLACKLINE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Year Ended December 31,
2016 2015 2014

S5HYHQXHV
6XEVFULSWLRQ DQG VXSSRUW
URIHVVLRQDO VHUYLFHV

7TRWDO UHYHQXHV

&RVW RI UHYHQXHYV
6XEVFULSWLRQ DQG VXSSRUW
3URIHVVLRQDO VHUYLFHV
7ZRWDO FRVW RI UHYHQXHV
*URVV SURILW
2SHUDWLQJ H[SHQVHYV
6DOHV DQG PDUNHWLQJ
5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
7ZRWDO RSHUDWLQJ H[SHQVHV
/RVV IURP RSHUDWLRQYV
2WKHU H[SHQVH
,QWHUHVW H[SHQVH QHW
&KDQJH LQ IDLU YDOXH RI WKH FRPPRQ VWRFN ZDUUDQW OLDELOLW\
2WKHU H[SHQVH QHW
/RVV EHIRUH LQFRPH WD[HV
%HQHILW IURP LQFRPH WD[HV
1HW ORVYV

1HW ORVYV SHU VKDUH EDVLF DQG GLOXWHG
:HLIJKWHG DYHUDJH FRPPRQ VKDUHY RXWVWDQGLQJ EDVLF DQG GLOXWHG

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROL
)
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BLACKLINE, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands)

Year Ended December 31,
2016 2015 2014

1HW ORVV

2WKHU FRPSUHKHQVLYH ORVV
1HW FKDQJH LQ XQUHDOL]JHG ORVVHV RQ PDUNHWDEOH VHFXULWLHYV QHW RI WD[ RI

'"HFHPEHU
2WKHU FRPSUHKHQVLYH ORVV
&RPSUHKHQVLYH ORVYV

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROL
)
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BLACKLINE, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands, except shares)

Common Stock Accumulated
Treasury Additional Other
Shares Stock, Paid-in Comprehensive Accumulated
Outstanding Amount at cost Capital Loss Deficit Total

%DODQFH DW '"HFHPEHU
&RPPRQ VWRFN LVVXDQFH
6WRFN UHSXUFKDVHV
6WRFN EDVHG FRPSHQVDWLRQ
1HW ORVV

%DODQFH DW "HFHPEHU
6WRFN RSWLRQ H[HUFLVHYV
6WRFN UHSXUFKDVHYV
6WRFN EDVHG FRPSHQVDWLRQ
1HW ORVV

%DODQFH DW '"HFHPEHU
6WRFN RSWLRQ H[HUFLVHYV
&RPPRQ VWRFN LVVXDQFH
,VVXDQFH RI FRPPRQ VWRFN LQ FRQOMHFMQARQ ZLWK LQLWLDO SXEOLF RI

QHW RHURIQJ FRVWYV

5HWLUHPHQW RI WUHDVXU\ VWRFN
6WRFN EDVHG FRPSHQVDWLRQ
2WKHU FRPSUHKHQVLYH ORVYV
1HW ORVV

%DODQFH DW '"HFHPEHU

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROL
)
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BLACKLINE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31,
2016 2015 2014

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
1HW ORVV
$GMXVWPHQWY WR UHFRQFLOH QHW ORVV WR QHW FDVK SURYLGHG E\ XVHG LQ RSHUDWLQJ DFWLYLWLHV
'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ
$FFUHWLRQ RI GHEW GLVFRXQW DQG DFFUXDO RI SDLG LQ NLQG LQWHUHVW
3D\PHQW RI SDLG LQ NLQG LQWHUHVW
&KDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUDQW OLDELOLW\
&KDQJH LQ IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDWLRQ
6WRFN EDVHG FRPSHQVDWLRQ
'"HIHUUHG LQFRPH WD[HV
&KDQJHV LQ RSHUDWLQJ DVVHWHMFN\GRI LM EHCOLAMIXHLY L HRQR| HI
$FFRXQWV UHFHLYDEOH
"HIHUUHG VDOHV FRPPLVVLRQV
3UHSDLG H[SHQVHV DQG RWKHU FXUUHQW DVVHWYV
2WKHU DVVHWYV
$FFRXQWV SD\DEOH
$FFUXHG H[SHQVHV DQG RWKHU FXUUHQW OLDELOLWLHV
"HIHUUHG UHYHQXH
2WKHU ORQJ WHUP OLDELOLWLHV
1HW FDVK SURYLGHG E\ XVHG LQ RSHUDWLQJ DFWLYLWLHYV
&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV
$FTXLVLWLRQ QHW RI FDVK DFTXLUHG
,QYHVWPHQWY LQ PDUNHWDEOH VHFXULWLHV
&DSLWDOL]HG VRIWZDUH GHYHORSPHQW FRVWYV
3XUFKDVHV RI SURSHUW\ DQG HTXLSPHQW
1HW FDVK XVHG LQ LOQYHVWLQJ DFWLYLWLHV
&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV
3URFHHGV IURP WHUP ORDQ QHW RI LVVXDQFH FRVWV
3ULQFLSDO SD\PHQWVY RQ WHUP ORDQ DQG SUHSD\PHQW SHQDOWLHV
3ULQFLSDO SD\PHQWV RQ FDSLWDO OHDVH REOLJDWLRQV
3URFHHGVY IURP LVVXDQFH RI FRPPRQ VWRFN
3D\PHQWV RI LQUWUDQJISKEDWFN R
3URFHHGVY IURP LQHWILOQD XEORF ROQGHUZULWLQJ
GLVFRXQWYV DQG FRPPLVVLRQV
5HSXUFKDVHV RI FRPPRQ VWRFEN
3URFHHGY IURP H[HUFLVHV Rl VWRFN RSWLRQV
1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV
1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWY EHJLQQLQJ RI SHULRG
&DVK DQG FDVK HTXLYDOHQWYV HQG RI SHULRG

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROL
)
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BLACKLINE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
SUPPLEMENTAL CASH FLOW DISCLOSURE
(in thousands)

Year Ended December 31,
2016 2015 2014

6XSSOHPHQWDO GLVFORVXUHVY RI FDVK IORZ LQIRUPDWLRQ
&DVK SDLG IRU LQWHUHVW

&DVK SDLG IRU LQFRPH WD[HV

1RQ FDIVRDQFLQJ DQG LQYHVWLQJ DFWLYLWLHYV
&DSLWDOL]HG VRIWZDUH GHYHORSPHQW FRVWV LQFOXGHG LQ DFFRXQWV SD\DEOH DQ
FXUUHQW OLDELOLWLHYV

3XUFKDVHV RI SURSHUW\ DQG HTXLSPHQW LQFOXGHG LQ DFFRXQWY SD\DEOH DQG DFF
FXUUHQW OLDELOLWLHYV

6WRFN EDVHG FRPSHQVDWLRQ FDSLWDOL]JHG IRU VRIWZDUH GHYHORSPHQW
B3URSHUW\ DQG HTXLSPHQW DFTXLUHG XQGHU FDSLWDO OHDVHV
'"HIHUUHMBURQJ FRVWV LQFOXGHG LQ DFFRXQWYV SD\DEOH DQG DFFUXHG H[SHQVHV DQG

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROL
)
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I1RWH 7KH &RPSDQ\

%ODFN/LQH ,QF DQG LWV VXEVLGLDULHV WKH &RPSDQ\ RU %ODFN/LQH SURYLGH
6RIWZDUH DV D 6HUYLFH 6DWH¥ROXMHRAVSDIDEOH LWV FXVWRPHUV WR DGGUHVV YDULR?
LQFOXGLQJ DFFRXQW UHFRQFLOLDWLRQV YDULDQFH DQDO\VLV RI DFFRXQW EDODQFHV N

7KH &RPSDQ\ LV KHDGTXDUWHUHG LQ /RV BGEFHWOHY &&KD 6 DURU GUIND@ARKDREGLRQ 3DUL
JUDQNIXUW GBNGERXUQH .XDOMWKABE®DQGY DQG 6LQJDSRUH

1RWH 6LJQLILFDQW DFFRXQWLQJ SROLFLHV
3ULQFLSOHV RI FRQVROLGDWLRQ DQG EDVLV Rl SUHVHQWDWLRQ

7KH &8RPSORRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ DFFRUGDQ
6WDWHV RI $PHULFD *$$3 DQG LQFOXGH WKH RSHUDWLQJ UHVXOWYV RI LWV ZKROO\ RZC
EHHQ HOLPLQDWHG LQ FRQVROLGDWLRQ

S5HYHUVH VWRFN VSOLW

2Q 2ZFWREHU W K HHERWPBERRAUHHIYHUVH VWRFEN VSOLW RI LWV RXWVWDQGLQJ FRPF
IRU DOO SHULRGYV SUHVHQWHG LQ WKHVH FRQVROLGDWHG ILQDQFLDO VWIXWHPR HQDAE\E @ IO
UHIOHFW WKLV UHYHUVH VWRFN VSOLW

8VH RI HVYWLPDWHYV

7KH SUHSDUDWLRQ RI FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLW
WKDWFRW WKH UHSRUWHG DPRXQWV RI DVVHWY DQG OLDELOLWLHY DQG WKH GLVFORVXUH
ILOQODQFLDO VWDWHPHQWY DQG WKH UHSRUWHG DPRXQWYV RI UHYHQXHV DQG H[SHQVHV G

2Q DQ RQJRLQJ EDVLV PDQDJHPHQW HYDOXDWHV LWV HVWLPDWHYV SULPDULO\ WKRV
%(63 IRU VHSDUDWH GHOLYHWV VKGN V¥ ULS WKRQERRPSBPQXH DUUDQJHPHQWY YHQGRU VSHF
GHOLYHUDEOHV LQ @WIKAHHQRPASDWNYHQXH DUUDQJHPHQWY DOORZDQFH IRU GRXEWIXO DFFI
EXVLQHVV FRPELQDWLRQ UHFRYHUDELOLW\ RI JRRGZLOO DQG ORQJ OLYHG DVVHWV XVH
FRQWLQJHQW FRQVLGHUDWLRQ DQG WKH YDOXDWLRQ DQG DVVXPSWLRQV XQGHUO\LQJ V'
DUH EDVHG RQ KLVWRULFDO GDWD DQG H[SHULHQFH DV ZHOO DV YDULRXV RWKHU IDFWR
$FWXDO UHVXIOHWVIERRONGKBYH HVWLPDWHYV

6HIPHQWYV

ODQDJHPHQW KDV GHWHUPLQHG WKDW WKH &RPSDQ\ KDV RKQUH R B HHAMMEKR VERYJI P/HK O |
FKLHI RSHUDWLQJ GHIRYVHRQ FLONDHYF LD O
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LQIRUPDWLRQ RQ D FRQVROLGDWHG DQG DJJUHIJDWH EDVLV WRJHWKHU ZLWK FHUWDLQ F
UHVRXUFHY DQG WR PHDVXSHUWKH BRPIBDQ\

&DVK DQG FDVK HTXLYDOHQWYV

7KH &RPSDQ\ FRQVLGHUYVY DOO KLJKO\ OLTXLG LQYHVWPHQWY ZLWK DQ RULJLQDO RU
WR EH FDVK HTXLYDOHQWY &DVK LQFOXGHV FDVK KHOG LQ FKHFNLQJ DQG VDYLQJV DFFR
PDUNHW PXWXDO IXQGY 7KH FDUU\LQJ YDOXH RI FDVK DQG FDVK HTXLYDOHQWY DSSURJL

SHVWULFWHG FDVK

, QF O X G@IRBQL RX RWHKMHW DVVHWY DW 'HFHPEHU DQG ZDV FDVK RI PLOOLRQ
&RPSDWWUFH OHDVHKROGHU WR FROODWHUDOL]H D VWDQGE\ OHWWHU RI FUHGLW

,QYHVWPHQWY LQ ODUNHWDEOH 6HFXULWLHYV

2XU PDUNHWDEOH VHFXULWLHYV FRORVULSRURWHRERBGNLBO6 SWIHIWDV XU\ ERQGYV DQG D\
FODVVLILHYVY LWV PDUNBWDEOBEWHDPWWWBIW.PYW RI SXUFKDVH DQG WKH &RPSDQ\ UHHYDO
EDODQFH VKHHW GDWH $00O0 PDUNHWDEOH VHFXULWLHYVY DUH UHFRUGHG DW WKHLU HVWLI
FRPSRQHQW RI VWRFNKROGHUVY HTXLW\ XQWLO UHDOL]J]HG RU XQWLO D GHWHUPLQDWLRQ
RFFXUUHG ,PSDLUPHQWY DUH FRQVLGHUHG WR EH RWKHU WKDQ WHPSRUDU\ LI WKH\ DUH
VHOO WKH VHFXULWLHYVY EHIRUH WKH UHFRYHU\ RI WKHLU FRVW EDVLV 5HDOL]JHG JDLQV L
GHWHUPLQHG EDVHG RQ WKH VSHFLILF LGHQWLILFDWLRQ PHWKRG DQG DUH UHSRUWHG L
RSHUDWLRQV

7KH &RPSDQ\ FODVVLILHV LWV LQYHVWPHQWY LQ PDUNHWDEOH VHFXULWLHV LQ FXUL
FXUUHQW RSHUDWLRQV

L, QYHVWPHQWY LQ PDUNHWDEOH VHFXULWLHY SUHVHQWHG ZLWKLQ FXUUHQW DVVHWYV
FRQVLVWHG RI WKH IROORZLQJ

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)
ODUNHWDEOH VHFXULWLHYV
8 6 UHDVXU\ ERQGYV
&RUSRUDWH %RQGV
&RPPHUFLDO SDSHU
$VVHW EDFNHG VHFXULWLHV

*URVV UHDOL]HG JDLQVY DQG ORVVHV RQ PDUNHWDEOH VHFXULWLHY DQG QHW JDLQV
LQFRPH WR HDUQLQJVY ZHUH QRW PDWHULDO IRU WKH \HDU HQGHG 'HFHPEHU

)
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7KH &RPSODRDUNHWDEOH VHFXULWLHY KDYH D FRQWUDFWXDO PDWXULW\ RI OHVV WKI
VHFXULWLHV E\ UHPDLQLQJZHRIMHWIND FRAOMROZF D W XU LW\

December 31, 2016
Amortized Fair
Cost Value
(in thousands)

'XH LQ \HDU RU OHVYV
'XH DIWHU \HDU WKURXJK \HDUV

7KH &RPSDQ\ KHOG QR PDUNHWDEOH VHFXULWLHYV GXULQJ WKH \HDUV HQGHG 'HFHPE

$FFRXQWY UHFHLYDEOH DQG DOORZDQFH IRU GRXEWIXO DFFRXQWYV

$FFRXQWY UHFHLYDEOH DUH UHFRUGHG DW WKH LQYRLFHG DPRXQW GR QRW UHTXLU
DOORZDQFH IRU GRXEWIXO DFFRXQWYV E\ HYDOXDWLQJ VSHFLILFVDFXRW®R ®IKNUAKHADWHKLDXMR WD
PHHW ILODQFLDO REOLJDWLRQV VXFK DV EDQNUXSWF\ DQG VLJQLILFDQWO\ DJHG UHFHLY

&RQFHQWUDWLRQ RI FUHGLW ULVN DQG VLJQLILFDQW FXVWRPHUYV
JLOQODQFLDO LQVWUXPHQWY WKDW SRWHQWLDOO\ VXEMHFW WKH &RPSDQ\ WR D VLJQL
LQYHVWPHQWY LQ PDUNHWDEOH VHFXULWLHY DQG DFFRXQWYV UHFHLYDEOH

7KH &RPSDQ\ PDLQWDLQV WKH PDMRULW\ RI LWV FDVK E D®DQLFGVE HIRMAKYR @H PROMRWVF
WKH )HGHUDO 'HSRVLW ,QVXUDQFH &RUSRUDWLRQ RU )',& IHGHUDOO\ LQVXUHG OLPLWYV

7KH &RPSDQ\ LQYHVWYV LWV H[FHVV FDVK LQ PRQH\ PDFRKH&RRMOMXDERR QG VS8 BR RMPUHLUF
EDFNHG VHFRGDWHVWRKH &RPSDQ\ KDV QRW H[SHULHQFHG DQ\ LPSDLUPHQW ORVVHV RQ 1

JRU WKH \HDUV HQGHG 'HFHPEHU DQG QR VLQJOH FXVWRPWWR®RDIU UWP
VLQJOH FXVWRPHU KDG DQ DFFRXQWY UHFHLYDEOH EDODQFH RI RU JUHDWHU RI WRWD

BURSHUW\ DQG HTXLSPHQW

BURSHUW\ DQG HTXLSPHQW LV VWDWHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLE
LQFXUUHG ZKLOH UHQHZDOV DQG EHWWHUPHQWY DUH FDSLWDOL]J]HG 'HSUHFLDWLRQ HI[S
XVHIXO OLYHV RI WKH DVVHWYV
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7KH HVYWLPDWHG XVHIXO O\ BHWR KH WK\HD&RP BEDRLSPHQW DUH DV IROORZV

Useful Lives

ODFKLQHU\ DQG HTXLSPHQW \HDUV
3XUFKDVHG VRIWZDUH \HDUV
JXUQLWXUH DQG IL[WXUHYV \HDUV
/[HDVHKROG LPSURYHPHQWYV /I[HVVHU RI \HDUV RU O

$VVHWYV DFTXLUHG XQGHU FDSLWDO OHDVHV DUH FDSLWDOL]JHG DW WKH SUHVHQW YIL
RI WKH OHDVH WHUP RU XVHIXO OLIH RI WKH DVVHW

&DSLWDIOQMWHJ QVEBIYWZHDUH FRVWYV

7KH &RPSDQ\ DFFRXQWV IRU WKH FRVWV Rl FRPSXWHU VRIWZDUH REWD6@GHG ,RW B8 YI
*RRGZLOO DQG$BWKHU 7KH &RPSDQ\ FDSLWDOL]HV FHUWDLQ FRVWV LQ WKH GHYHORSPH
SUHOLPLQDU\ SURMHFW VWDJH LV FRPSOHWHG LL PDQDJHPHQW KDV DXWKRULJHG IXUW
WKH SURMHFW ZLOO EH FRPSOHWHG DQG SHUIRUPHG DV LQWHQGHG 7KHVH FDSLWDOL]JHC
RI WKLUG SDUW\ FRQWUDFWRUV ZKR DUH GLUH FWIOQ VDI GBROIDNMIHDIG H LSW IR D IQBWAK B QBCH YZRM
LQFXUUHG GXULQJ WKH GHYHORSPHQW &DSLWDOL]DWLRQ RI WKHVH FRVWYV FHDVHV RQF#}
LOQWHQGHG SXUSRVH &RVWV LQFXUUHG IRU VLJQLILFDQW »%®ID5DGRIW P D GHHOKO®XQW HR € Q \D
&RVWV LQFXUUHG IRU WUDLQLQJ PDLQWHQDQFH DQG PLQRU PRGLILFDWLRQV RU HQKDQF
FRVWV DUH DPRUWL]HG XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU DQ HVWLPDWHG XVHIX

'XULQJ WKH \HDUV HQGHG 'HFHPEHU DQG WKH &RPSDQ\ DPRUWL]HG
UHVSHFVWRL QMU QDRI WYBUH GHYHORSPHQW FRVWY WR VXEVFULSWLRQ DQG VXSSRUW FRV'
DFFXPXODWHG D PIRUWH JMWORQYBUH GHYHORSPHQW FRVWYV ZDV PLOOLRQ DQG PLOC

%XVLQHVV FRPELQDWLRQV

7KH UHVXOWY RI EXVLQHVVHY DFTXLUHG LQ D EXVLQHVV FREERQDEDRE@ ® WIHQDQFQL KRG
GDWH RI WKH DFTXLVLWLRQ 3XUFKDVH DFFRXQWLQJ UHVXOWY LQ DVVHWY DQG OLDELOL)!
YDOXHV RQ WKH DFTXLVLWLRQ GDWH $Q\ H[FHVV FRQVLGHUDWLRQ RYHU WKH IDLU YDOXI

7TUDQVDFWLRQ FRVWYV DVVRFLDWHG ZLWK EXVLQHVV FRPELQDWLRQV DUH H[SHQVHG C
HISHQVHV LQ WKH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV

7KH &RPSDQ\ SHUIRUPV YDOXDWLRQV RI DVVHWYV DFTXLUHG DQG OLDELOLWLHYV DVVX
OLDELOLWLHY '"HWHUPLQLQJ WKH IDLU YDOXH RI DVVHWY DFTXLUHG DQG OLDELOLWLHV L
LQFOXGLQJ WKH VHOHFWLRQ RI YDOXDWLRQ PHWKRGRORJLHVY HVWLPDWHV RI IXWXUH UH
FRPSDQLHV 7KH &RPSDQ\ HQJDJHV WKH DVVLVWDQFH RI YDOXDWLRQ VSHFLDOLVWYV LQ FI
GHWHUPLQLQJ IDLU YDOXHV RI DVVHWV DFTXLUHG DQG OLDELOLWLHY DVVXPHG LQ D EXV

)
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,QWDQJLEOH DVVHWYV

,QWDQJLEOH DVVHWY SULPDULO\ FRQVLVWFKINWRPHW tG GHW HROQR\SKIEBR W HRERPSE EVREH-DAPHH
ZKLFK ZHUH DFTXLUHG DV SDDWTRLWHKHLRRRSPIQ%ODFN/LQH 6\VWHPV ,QF LQ 6HSWHPEHU
5XQERRN LQ $XJXVW 7KH &RPSDQ\ GHWHUPLQHV WKH DSSURSULDWH XVHIXO OLIH F
FDVK IORZV Rl WKH DFTXLUHG DVVHWV ,QWDQJLEOH DVVHWYV DUH DPRUWL]HG RYHU WKHI
DSSUR[LPDWHY WKH SDWWHUQ LQ ZKLFK WKH HFRQRPLF EHQHILWV DU¥ ARQWXPBGYHEHL @
DUH DV IROORZV

Useful Lives

7UDGH QDPH \HDU
'"HYHORSHG WHFKQRORJ\ \HD U\
1RQ FRPSHWHHPHQWYV \HD U\
&XVWRPHU UHODWLRQVKLSV \HD U’

,PSDLUPHQW RI ORQJ OLYHG DVVHWYV

ODQDIJHPHQW HYDOXDWHYV WKH UHFR YSHURSEHUIOAL WD REG WRNLERPI®RMNWQ\VILQLWH OLYHG LQW
VRIWZDUH FRVWYVY ZKHQ HYHQWY RU FKDQJHV LQ FLUFXPVWDQFHYVY LQGLFDWH D SRWHQWLI
E\ WKH &RPSDQ\ LQ GHWHUPLQLQJ ZKHWKHU WKH FDUU\LQJ YDOXH RI ORQJ OLYHG DVVHW
FKDQJHV LQ SHUIRUPDQFH UHODWLYH WR H[SHFWHG RSHUDWLQJ UHVXOWYV VLJQLILFDQW
HFRQRPLF WUHQGYV DQG FKDWHEXW LQHW K HYRRIBRMMDARAQW WHVWLQJ LV SHUIRUPHG DW DQ DV
OHYHO IRU ZKLFK LGHQWLILDEOH FDVK IORZVY DUH ODUJHO\ LQGHSHQGHQW RI WKH FDVK |
LPSDLUPHQW H[LVWV WKH &RPSDQ\ HVYWLPDWHV WKH XQGLVFRXQWHG FDVK IORZV WR EH
LPSDLUPHQW LV LQGLFDWHG EDVHG RQ D FRPSDULVRQ RI WKH DVVHWYV FDUU\LQJ YDOXH'
DV WKH DPRXQW E\ ZKLFK WKH FDUU\LQJ DPRXQW RI WKH DVVHWY H[FHHGV WKH IDLU YDC
HYHQWYV RU FKDQJHV LQ FLUFXPVWDQFHYV WKDW\VWRWREQWLDIB O \DMWVGLWFD \XH G HWVIKF-DS/D IMUKIHG &C
'HFHPEHU DQG

*RRGZLOO

*RRGZLOO UHSUHVHQWY WKH H[FHVV RI WKH SXUFKDVH SULFH RYHU WKH IDLU YDOXH
WHVWY JRRGZLOO IRU LPSDLUPHQW LQ DFFRUGDQFH ZLWK WKH SURY LQWPRQV LEIO$FF RRKRGVZ
2WKH®RRGZLOO LV WHVWHG IRU LPSDLUPHQW DW OHDVW DQQXDOO\ DW WKH UHSRUWLQJ X
JRRGZLOO PLJKW EH LPSDLUHG (YHQWY RU FKDQJHV LQ FLUFXPVWDQFHVY ZKLFK FRXOG W
OHJDO IDFWRUV RU LQ WKH EXVLQHVYV FOLPDWH XQDQWLFLSDWHG FRPSHWLWLRQ ORVV
WKH &RPSIVQANUDWHIDLILFDQW QHIJDWLYH LQGXVWU\ RU HFRQRPLF WUHQGY RU VLJQLILFDC
SURMHFWHG IXWXUH UHVXOWYV RI RSHUDWLRQV

$6& SURYLGHVY WKDW DQ HQWLW\ KDV WKH RSWLRQ WR ILUVW DVVHVV TXDOLWDWL
FLUFXPVWDQFHY OHDGY WR D GHWHUPLQDWLRQ WKDW LW LV PRUH OLNHO\ WKDQ QRW WK
DVVHVVLQJ WKH WRWDOLW\ RI
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HYHQWVY RU FLUFXPVWDQFHY DQ HQWLW\ GHWHUPLQHV LW LV QRW PRUH OLNHO\ WKDQ Q
WKHQ DGGLWLRQDO LPSDLUPHQW WHVMWRLQ HDRW QW WFRIQFOXNGHY RRAKHUHWYH WKH®QZRVVUW
LPSDLUPHQW WHVW

7KH ILUVW VWHS LQYROYHV FRPSDULQJ WKH HVWLPDWHG IDLU YDOXH RI D UHSRUWL(
YDOXH H[FHHGV ERRN YDOXH JRRGZLOO LV FRQVLGHUHG QRW WR,EHKREZSWYKWH®G LDJQGDOK H
UHSRUWLQJ XQLW LV OHVV WKDQ ERRN YDOXH WKHQ XQGHU WKH VHFRQG VWHS WKH FD
HVWLPDWH RI LPSOLHG IDLU YDOXH RI JRRGZLOO PD\ UHTXLUH YDOXDWLRQV RI FHUWDLQ
DPRXQW RI JRRGZLOO H[FHHGVY WKH LPSOLHG IDLU YDOXH RI WKDW JRRGZLOO DQ LPSDLL

7KH &RPSDQ\ KDV RQH UHSRUWLQJ XQLW DQG LW WHVWYV IRU JRRGZLOO LPSDLJPHQW
'"HFHPEHU WKH IDLU YDOXH RI WKH &RPSDQ\ VLIJQLILFDQWO\ HIFHHGHG WKH FDUU\lL
LPSDLUHG

'"HIHUUHG UHQW

5HQW H[SHQVH LV UHFRUGHG RQ D VWUDLJKW OLQHEBEBQIFH FEHMMUZ WHKG WHQW R[SWIQN H
WKH OHDVH DJUHHPHQW LV UHFRUGHG DV GHIHUUHG UHQW /HDVH LQFHQWLYHV LQFOXG]
DQG DPRUWL]HG RQ D VWUDLJKW OLQH EDVLVY RYHU WKH OHDVH WHUP

'"HEW LVVXHG ZLWK ZDUUDQWV WR SXUFKDVH FRPPRQ VWRFN

7KH &RPSDQ\ LVVXHG ZDUUDQWYV WR SXUFKDVH FRPPRQ VWR F RKIHY F ZQWHDWMRQ DAL KV
FODVVLILI$G6&XQGHURQWUDFWWY 2@ QQWXDW\WKH\ FRQWDLQ GRZQ URXQG SURWHFWLRQ VXFI
LVVXDQFHV MIWRDENWM(H &RPSDQ\ EHORZ WKH H[HUFLVH SULFN RI[NWKH \ZID SWD 6 W LW KHG
DUH PHDVXUHG DW IDLU YDOXH HDFK SHULRG ZLWK FKDQJHV LQ IDLU YDOXH UHFRUGHG L
RSHUDWLRQV 7KH ZDUUDQWYV ZLOO FRQWLQXH WR EH PHDVXUHG DW IDLU YDOXH HDFK St

7KH LQLWLDO FDUU\LQJ YDOXH RI WKH GHEW ZDV UHGXFHG E\ WKH IDLU YDOXH RI WK
H[SHQVH RYHU WKH OLIH Rl WKH GHEW RQ D VW U DLJKWL® HQH WHWIHV W KIHWKRSS U R[LRY WP
UHSDLG DOO RXWVWDQGLQJ GHEW DQG H[SHQVHG WKH WKHQ UHPDLQLQJ XQDPRUWL]HG C
RSHUDWLRQV

)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV

$6& J)DLDWDOXH OHDVXWHAKQWNY HQWLWLHYVY WR GLVFORVH WKH IDLU YDOXH RI ILQDQ
DQG QRW UHFRJQL]HG RQ WKH EDODQFH VKHHW IRU ZKLFK LW LV SUDFWLFDEOH WR HVW|
UHFHLYHG IRU DQ DVVHW RU SDLG WR WUDQVIHU D OLDELOLW\ DQ H[LW SULFH LQ WKH ¢
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY RQ WKH PHDVXUHPHQW GDWH

)
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IDOXDWLRQ WHFKQLTXHV XVHG WR PHDVXUH IDLU YDOXH PXVW PD[LPL]JH WKH XVH RI
$6& GHVFULEHV D IDLU YDOXH KLHUDUFK\ EDVHG RQ WKUHH OHYHOV RI LQSXWV RI ZKlI
XQREVHUYDEOH WKDW PD\ EH XVHG WR PHDVXUH IDLU YDOXH ZKLFK DUH WKH IROORZLQ

Level 1: 4XRWHG SULFHV LQ DFWLYH PDUNHWYV IRU LGHQWLFDO RU VLPLODU DVVHWYV

Level 2: 4XRWHG SULFHV IRU LGHQWLFDO RU VLPLODU DVVHWY DQG OLDELOLWLHV L¢
TXRWHG SULFHV LQ DFWLYH PDUNHWYV IRU LGHQWLFDO RU VLPLODU DVVHWYV

Level 3: 8QREVHUYDEOH LQSXWV WKDW DUH VXSSRUWHG E\ OLWWOH RU QR PDUNHW
OLDELOLWLHYV

$V RI '"HFHPEHU DQG WKH FDUU\LQJ YDOXHV RI FDVK HTXLYDOHQWY DFFRX
H[SHQVHVY DSSUR[LPDWH IDLU YDOXHV GXH WR WKH VKRUW WHUP QDWXUH RI VXFK LQVWI

7KH IROORZLQJ WDEOH VXPPDILQBQRALRID ORRSIMOA DQG OLDELOLWLHY PHDVXUHG DW
'"HFHPEHU DQG E\ OHYHO ZLWKLQ VDKM FR DO DD/ XKV K LIHQ® WEGD QFLDO OLDELOL\
RQ WKH ORZHVW OHYHO RI LQSXW WKDW LV VLIJQLILFDQW WR WKH IDLU YDOXH PHDVXUHP

December 31, 2016
Level 1 Level 2 Level 3 Total

&DVK HTXLYDOHQWYV
ORQH\ PDUNHW IXQGYV
ODUNHWDEOH VHFEXULWLHYV
8 6 UHDVXU\ ERQGV
&RUSRUDWH ERQGV
&RPPHUFLDO SDSHU
$VVHW EDFNHG VHFXULWLHYV
TRWDO DVVHWYV

/JLDELOLWLHV
&RPPRQ VWRFN ZDUUDQW OLDELOLW\
&RQWLQJHQW FRQVLGHUDWLRQ
7RWDO OLDELOLWLHYV

December 31, 2015
Level 1 Level 2 Level 3 Total

&DVK HTXLYDOHQWYV
ORQH\ PDUNHW IXQGYV
7ZRWDO DVVHWYV
/JLDELOLWLHV
&RPPRQ VWRFN ZDUUDQW OLDELOLW\
&RQWLQJHQW FRQVLGHUDWLRQ
7RWDO OLDELOLWLHYV
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&RQWLQIJHQW FRQVLGHUDWLRQ UHODWLQJ WR RXU $FTXLVLWLRQ 5HIHU WR 1RWF
SHULRG EDVHG RQ VLJQLILFDQW LQSXWV QRW REVHUYDEOH LQ WKH PDUNHW ZKLFRKWHHS
YDOXDWLRQ RI FRQWLQJHQW FRQVLGHUDWLRQ XVHV DVVXPSWLRQV PDQDJHPHQW EHOLHY
WKHVH HVWLPDWHY RQ DQ RQJRLQJ EDVLV DV DGGLWLRQDO GDWD LPSDFWLQJ WKH DVVXI
FRQVLGHUDWLRQ UHODWHG WR XSGDWHG DVVXPSWLRQV DQG HVWLPDWHY DUH UHFRJQL]Jt
VWDWHPHQWY RI RSHUDWLRQV 7KH &RPSDQ\ GHWHUPLQHG WKH IDLU YDOXH RI WKH FRQV
7KH VLIQLILFDQW LQSXWV XVHG LQ WKH IDLU YDOXH PHDVXUHPHQW RI FROQWLQJHQW FRQ
SHULRG DQG GHWHUPLQLQJ DQ DSSURSULDWH GLVFRXQW UDWH ZKLFK FRQVLGHUV WKH L
LQ WKH HVWLPDWHG IXWXUH WD[DEOH LQFRPH DQG WKH SHULRGV LQ ZKLFK WKH\ DUH JH!
FRQVLGHUDWLRQ OLDELOLW\

:DUUDQWY WR SXUFKDVH FRPPRQ VWRFN DUH OLDELOLW\ FODVVLILHG DQG DUH PHD\
ELQRPLDO ODWWLFH YDOXDWLRQ PRGHO 7KH IDLU YDOXH LQFOXGHV VLIJQLILFDQW LQSXV
ZLWKLQ WKH IDLU YKGXHDIOXHDWWDURFK\RI FRPPRQ VWRFN ZDUUDQWYV XVHV DVVXPSWLRQV PD
SDUWLFLSDQW ODQDJHPHQW DVVHVVHV WKHVH HVWLPDWHYV RQ DQ RQJRLQJ EDVLV DV DC
&KDQJHV LQ WKH IDLU YDOXH RI WKH FRPPRQ VWRFN ZDUUDQW OLDELOLW\ UHODWHG WR
H[SHQVH QHW LQ WKH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV 7KH VLJQLILFDQ
ZDUUDQWY DUH WKH HVWLPDWHG& IPRRPRQOWXW RREINWIKHGE& RPPRS DQOHVVHU HIWHWWH K RBOBEHGE
FKDQJH LQ FRQWURO DQG IXWXUH VWRFN LVVXDQFHV ZKLFK LPSDFW WKH WHUP RI WKH Z
RI WKH &RVPFR®PRQ VWRFN ZRXOG VLIJQLILFDQWO\ LPSDFW WKH IDLU YDOXH RI WKH ZDUU

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH FKDQJHV LQ WKH FRPPRQ VWRFN ZDUUDQW

Common

Contingent Stock Warrant
Consideration Liability

)DLU YDOXH DV RI '"HFHPEHU
&KDQJH LQ IDLU YDOXH
)J)DLU YDOXH DV RI '"HFHPEHU
&KDQJH LQ IDLU YDOXH
)DLU YDOXH DV RI '"HFHPEHU
&KDQJH LQ IDLU YDOXH
)J)DLU YDOXH DV RI '"HFHPEHU

&HUWDLQ DVVHWYV LQFOXGLQJ JRRGZLOO DQG ORQJ OLYHG DVVHWMWQ DU HXOANLRS JX B\WM
GHHPHG WR EH LPSDLUHG D UHVXOYRRBRIWKH LPMPLIMWREQ QWGUHYFIHHPE H U DQG Ql
RQ WKRVH DVVHWYVY UHTXLUHG WR EIQ R DNIERDWIDIN IDLU YDOXH RQ D

)
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5HYHQXH UHFRJQLWLRQ
7KH &RPSDQ\ GHULYHV LWV UHYHQXH IURP WKH IROORZLQJ VRXUFHV

6XEVFULSWLRQ DQG VX IXKXRWR RHYWHG@BOMH VXEVFULSWLRQ IHHWIRDDBFFE U W \RR PNKHHQ &R
RQH \FFHWLRG ,Q PRUH OLPLWHG FDVHV FXVWRPHUV PD\ SD\ IRU XS WR WKUHH \HDUV LQ
VROXWLRQV VXEVFULEHG IRU E\ WKH FXVWRPHU DQG WKH QXPEHU RI XVHUV KDYLQJ DFFF
SD\DEOH ZLWKLQ GD\V DIWHU WKH H[HFXWLRQ RI WKH DUUDQJHPHQW DQG WKHUHDIWH
GHIHUUHG UHYHQXH DQG UHFRJQL]JHYVY UHYHQXH RQ D VWUDLJKW OLQH EDVLV RYHU WKH W
FXVWRPHUV PD\ LQFUHDVH WKH QXPEHU RI WKHLU XVHUV RU VXEVFULEH IRU DGGLWLRQD
DUH SD\DEOH IRU WKH UHPDLQGHU RI WKH LQLWLDO RU HI WHQGHG FRQWUDFW WHUP 6XE
PDLQWHQDQFH DQG VXSSRUW IHHV RQ OHJDF\ %ODFN/LQH VROXWLRQV DQG VRIWZDUH OL
GHVFULEHG EHORZ

BURIHVVLRQDO7KHUYRFENHURI LWV FXVWRPHUYV DVVLVWDQFH LQ LPSOHPHQWLQJ LWV
JURIHVVLRQDO VHUYLFHV LQFOXGH FRQVXOWLQJ DQG WUDLQLWUPH KHYVG FHBEWNMVEDB®YIHILHX B
WLPH DQG HPDWBQUBOGHQWY DUH UHFRJQL]JHG DV VHUYLFHV DUH SHUIRUPHG DQG UHYHQXF
GHIHUUHG UHYHQXH DQG UHFRJQL]JHG RQ D SURSRUWLRQDO SHUIRUPDQFH EDVLV DV WKH

7KH &RPSDQ\ UHFRJQL]JHV VXEVFULSWLRQ DQG SURIHVVLRQDO VHUYLFHV UHYHQXHV .
WKH &RPSIVROXWLRQV RU FRQVXOWLQJ VHUYLFHV H[LVWV LL WKH VROXWLRQV KDYH EH
LLL WKH VDOHV SULFH LV IL[HG RU GHWHUPLQDEOH DQG LY FROOHFWDELOLW\ LV UHD"
UHYHQXH LV GHWHUPLQHG EDVHG RQ WKH IDFWW DQG® FQURRRQWD QFH/HRIFHDFIKDEXDWRDP G
FXVWRPHU DJUHHPHQW 7KH &RPSDQ\ FRQVLGHUV WKDW GHOLYHU\ RI D VR CORN LKW RKIPP\D W
DFFHVV DQG XVH WKH VROXWLRQ )HHV DUH IL[HG EDVHG RQ VWDWHG UDWHV VSHFLILHG
EDVHG RQ D QXPEHU RI IDFWRUV LQFOXGLQJ WHKHYLWHZGR WY R H WK LQMHNVYFR D @ KK IRXNADR\PLH
FROOHFWDELOLW\ LV QRW FRQVLGHUHG UHDVRQDEO\ DVVXUHG UHYHQXH LV GHIHUUHG X

7KH PDMRULW\ Rl FXVWRPHU DUUDQJHPHQWY LQFOXGH PXOWLSOH GBOBbY\HRMDEWHR/Q W
SURIHVVLRQDO VHUYLFHV 7KH &RPSDQ\ UHFRJQL]JHY UHYHQXH LQ DFFRUGDQFH ZLWK WK}
$FFRXQWLQJ 6WDQGDUGY 8SGMHWHQ X6 BHHFRRGLWLRQOXOWLSOH '"HOLYHUDEOH 5HYHQXH $
WKH (PHUJLQ DWW XRIWRM VXEVFULSWLRQ DJUHHPHQWY DV FXVWRPHUV GR QRW KDYH WKF
VROXWLRQV VXEVFULSWLRQ UHYHQXH DUUDQJHPHQWY DUH RXWVLGH WKH VFRSH RI VRIV
6RIWZDAKH &RPSDDQWHHPHQWY GR QRW FRQWDLQ DQ\ UHIXQG SURYLYVLRIRQRIWKH B RRIOBF H

JRU PXOWLSOH GHOLYHUDEOH UHYHQXH DUUDQJHPHQWYVY WKH &RPSDQ\ ILUVW DVVHV
VWDQGDORQH EDVLV 7KH &RPSDQ\ KDV GHWHUPLQHG WKDW WKH 6DD6 SURGXFWVY KDYH V
WKH VROXWLRQV
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DUH IXOO\ IXQFWLRQDO DQG GR QRW UHTXLUH DQ\ DGGLWLRQDO GHYHORSPHQW PRGLILF
EHFDXVH WKLUG SDUW\ SDUWQHUV DQG FXVWRPHUV WKHPVHOY HVLOXYR GWKPRIQRV W KK IS H/
SURIHVVLRQDO VHUYLFHV JHQHUDOO\ GRHV QRW UHTXLUH KLJKO\ VSHFLDOL]JHG RU WHFK
HVVHQWLDO WR WKH IXQFWLRQDOLW\ Rl WKH VROXWLRQV

7KH &RPSDQ\ DOORFDWHYV UHY HQXRIQDPRQ@WAK H YWRUSCEHVHLQ DQ DUUDQJHPHQW XQG

XVLQJ WKH VHOOLQJ SULFH KLHUDU F K\KHV VKD EODWKEKE WRTXKE8HY WKH VHOOLQJ SULFH RI

DUUDQJHPHQW WR EH EDVHG RQL LYOHGBREHQSHOUI IRRUBEMHFWLYH HYLGHQFH RI IDLU YDOX
73( RU LLL PDQBPHWMWHQWWLPDWH RI VHOOLQJ SULFH %(63

7KH &RPSDQ\ LV QRW DEOH WR GHWHUPLQH 962( RU 73( IRU LWV GHOLYHUDEOHV EHF
VROG VHSDUDWHO\ ZLWKLQ D FRQVLWDHOWHPHEW KDY TBH VEEGR MQAHRE DK@ MKIWUBHDWY R @
FRPSDUDEOH WR WKRHR®A@RWEBRQV 7KHUHIRUH WKH VHOOLQJ SULFHV RI VXEVFULSWLRQV W
RQ % (63KH GHWHUPLQDWLRQ RI %(63 UHTXLUHV WKH &RPSDQ\ WR RID R FED QL IERQ QMG HUW
IDFWRUV LQFOXGLQJ WKH QDWXUH RI WKH GNXUWRPHLE QHW U RIGPY KPEHY RIHRUHIDS KD QG (
GHWHUPLQDWLRQ RI %(63 LV PDGH WKURXJK FRQVXOWDWLRQ ZLWK VHQLRU PDQDJHPHQW
DV HYHQWV DQG FLUFXPVWDQFHV PDX BB UXNHWLQIVVWHHD WRBEBQYWHYROYH WKH &RPSDQ\ P
IXWXUH ZKLFK FRXOG UHVXOW LQ FKDQJHV LQ UHODWLYH VHOOLQJ SULFHV DQG % (63

7KH &RPSDQ\ XVHV EXVLQHVV SURFHVV RXWVRXUFHUV %32V DQG UHVHIRWNMUN WKRHF
DQG UHVHOOHUV SODFH RUGHUV ZLWK WKH &RPSDQ\ DIWAHWH WBRYL P REGJI UDHY RO G H U VI WRFE 1D
VDOH VLPLODU WR WKRVH UWNFGLYHBWE FXAKMRPRIRSSD QG SD\PHQW WR WKH &RPSDQ\ LV QF
WKH HQG FXVRHR®HEPYV DQG UHVHOOHUV QHJRWLDWH SULFLQJ ZLWK WKH HQG FXVWRPBQ®
FHUWDLQ VXSSRUW OHYHOV GLUHRRW G\RPISW KR \WKHF ROQGLFXWWRPHQXH RYHU WKH WHUP RI1 V
DPRXQW FKDUJHG WR WKH %32 RU UHVHO ®HJURR®AH PF KW BRI QVE H RYRFESDWR WKH HQG
UHYHQXH UHFRJQLWLRQ FULWHULD QRWHG DERYH KDYH EHHQ PHW

6XEVFULSWLRQ DQG VXSSRUW UHYHQXHY DOVR LQFOXGH UHYHQXHV DVVRFLDWHG ZL
GHYHORSPHQW RI WREBDSSRPRORWLRQV WKH &RPSDQ\ VROG VRIWZDUH OLFHQVHV DQG SRV
DFFRUGDQFH ZLWK $B& &RPSDQ\ FRQWLQXHVY WR SURYLGH SRVW FRQWUDFW VXSSRUW IRl
WKDW KDYH QRW \HW PLJUDWHG WR WKH 6DD6 VROXWLRQ 7KH &RPSDQ\ QR ORQJHU GHYF
OLFHQVHG WR FXVWRPHUYV

2Q $XIXVW WKH &RPSDQ\ DFTXLUHG 5XQERRN D 1HWKHUODQGYV EDVHG SURYL(
LOQWHJUDWLRQ IRU 6$3 FXVWRPHUV 7KH &RRFSOIQRHIOMHEBY SUR X BWIYWHRSE FEORRKNG EDVHG S
WR VHOO YRQERRNWRVWZDUH WR H[LVWLQJ 5XQERRN FXVWRPHUV DQG SURYLGH SRVW FRQ

)
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5HYHQXHV UHFRJQL]HG IURP VDOHV RI VRIWZDUH OLFHQVHVY VXSSRUW DQG LPSOHPH
DSSUR[LPDWHO\ DQG RI WRWDO UHYHQXHV IRU WKH \HDUV HQGHG '"HFHPEHU

7D[HY FROOHFWHG IURP FXVWRPHUV DUH DFFRXQWHG IRU RQ D QHW EDVLVY DQG DUH

&RVW RI UHYHQXHYV

&RVW RI UHYHQXHV SULPDULO\ FRQVLVWYV RI PRV@OFXGHBDWHES DVE B XKIRRDWLLRIQVWKH. \& R P
RSHUDWLRQV DQG VXSSRUW SHUVRQQHO LQFOXGLQJ VWRFN EDYWGE UFQRIPRI MW@ BID W LARRYY WD\Q C
DOORFDWHV D SRUWLRQ RI RYHUKHDG VXFK DV UHQW ,7 FRVWV DQG GHSUHFLDWLRQ DQ
SURIHVVLRQDO VHUYLFHVY DUH H[SHQVHG DV LQFXUUHG ZKHQ WKH VHUYLFHVY DUH SHUIRU
DPRUWL]DWLRQ RI DFTXLUHG GHYHORSHG WHFKQRORJ\

6DOHY DQG PDUNHWLQJ

6DOHYVY DQG PDUNHWLQJ H[SHQVHV FRQVLVW SULPDULO\ RI FRPSHQVDWLRQ DQG HPSC
PDUNHWLQJ SHUVRQQHO DQG UHODWHG VDOHY VXSSRUW WHDPV VDOHV DQG SDUWQHU F
RWKHU PDUNHWLQJ PDWHULDOV DQG DOORFDWHG RYHUKHDG 6DOHV DQG PDUNHWLQJ HJ
DVVHWYV $GYHUWLVLQJ FRVWY DUH H[SHQVHG DV LQFXUUHG DQG WRWDOHG PLOOLRQ
DQG UHVSHFWLYHO\

'"HIHUUHG VDOHV FRPPLVVLRQV

'"HIHUUHG VDOHV FRPPLVVLRQV DUH WKH LQFUH P HQ WDROQ FRRD/WWA\H EVBOMDRVHIDSIWL 8 Q UFHREQWOU
FXVWRPHUV DQG FRQVLVW RI VDOHV FRPP GV YHEQW VIO KV WR UK K HD QRBPWR QUG SDUW\ SDUW
DPRUWL]HG RN G F WKXKHAGIDPOHRI WKH UHODWHG FXVWRPHU FRQWUDFWYV ZKLFK DUH W\SLF
SDLG LQ IXO0 WKH PR QWK \IHWHLF MW KR FXVQVWRPH W KH GHIHUUHG FRPPLVVLRQ DPRXQWYV DU
VWUHDPV XQB8HBUF WEHARVERPAHU FRQWUDFWYV 7KH &RPSDQ\ EHOLHYHV WKLV LV WKH SUHI
FKDUJHY DUH VR FORVHO\ UH O DWHGQ VR QFKFHODE R A8 X HF RIQRWPUW K W W KOROXE B FEER WEIE@UAGB\H G T
FKDUJHG WR H[SHQVH RYHU WKH VDPH SHULRG WKDW WKH VXEVFULSWLRQ UHYHQXH LV U
VDOHY DQG PDUNHWLQJ LQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG VWDWHPHQWY RI RSHUDYV
QHW RI DFFXPXODWHG DPRUWL]DWLRQ ZHUH PSLRCROUR IQ] DW@IGR Q RP F®R® PR @V IURY FHREWLY B
DQG PLOOLRQ IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFEWLYHO\

5SHVHDUFK DQG GHYHORSPHQW

5HVHDUFK DQG GHYHORSPHQW H[SHQVHY DUH FRPSULVHG SULPDULO\ RI VDODULHV I
&RPSDWVWHQJILQHHULQJ SURGXFW DQG TXDOLW\ DVVXUDQFH SHUVRQQHO 5HVHDUFK DQG C
VXSSOLHY DQG DOORFDWHG RYHUKHDG 2WKHU WKDQ VRIWZDUH GHYHORSPHQW FRVWV W
GHYHORSPHQW FRVWY DUH H[SHQVHG DV LQFXUUHG

)
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*HQHUDO DQG DGPLQLVWUDWLYH

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV FRQVLVW SULPDUL®\HRH BXW V/RIQ QI Q CFQRRF
UHVRXUFHV FRPSOLDQFH DQG RWKHU DGPLQLVWUDWLYH SHUVRQQHO DV ZHOO DV DFFR
H[SHQVHY DQG DOORFDWHG RYHUKHDG *HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV DOVR
LQWDQJLEOH DVVHWY WKH FKDQJH LQ YDOXH RI WKH FRQWLQJHQW FRQVLGHUDWLRQ DQ(

6WRFN EDVHG FRPSHQVDWLRQ

7KH &RPSDQ\ DFFRXQWYV IRU VWRFN EDVHG FRPSHQVDWLRQ DZDUGY JUDQWHG WR HP
GDWH IDLU YDOXH 7KH &RPSDQ\ HVWLPDWHYVY WKH IDLU YDOXH RI LWV VWRFN RSWLRQV X
EDVHG RQ FRQWLQXHG VHUYLFH VHUYLFH RQO\ YHVWLQJ FRQGLWLRQV WKH UHVXOWL(
EDVLVY RYHU WKH SHULRG GXULQJ ZKLFK DQ HPSOR\HH LV UHTXLUHG WR SURYLGH VHUYLF
JHQHUDOO\ IRXU \HDUV 7KH &RPSDQ\ UHFRJQL]JHV WKH IDLU YDOXH RI VWRFN RSWLRQV Z
WKH SHUIRUPDQFH FRQGLWLRQV EHLQJ PHW QHW RI HVWLPDWHG IRUIHLWXUHV XVLQJ W
&RPSDWKLVWRULFDO H[SHULHQFH DQG WKH &RPSDQ\LDQHYXEWN TXVAD W VSHHLLALORVE Y VHIUDIFQVRE BLC
HVYWLPDWHYV

'"HWHUPLQLQJ WKH JUDQW GDWH IDLU YDOXH RI RSWLRQV XVLQJ WKH %ODFN 6FKROH"
DQG MXGJPHQWY 7KHVH HVWLPDWHYVY LQYRQMH H@WK HUWH/QXW SYQLFRQW B D Q VEIHHQ DXQ/G GL | VGALR F
FRXOG KDYH EHHQIPDMMW LDAO\WKH DPRXQWY UHFRUGHG

7KH DVVXPSWLRQV DQG HVWLPDWHY DUH DV IROORZV

9DOXH SHU VKDUH RI WEKRPFRRRE D @RERNU WR W KH LERPASIIDIH BXE O LK) RIFWREHU EHFD
SXEOLF PDUNHW IRV MRAPRRPODREN WKRDOPRSPEQW ZLWK WKH DVVLVWDQFH RI D WKLU!
WKH IDLU YDOXH RV WKPPRRPSWRFEN DW WKH WLPH Rl WKH JUDQW RI VWRFN RSWLRQV E\ F
LQFOXGLQJ WHKHDSFRWPSD@RSHUDWLQJ DQG ILQDQFLDO SHUIRUPDQFH PDUNHW FRQGLWLRQ
FRPSDQLHVY GHYHORSPHQWYV DQG PLOWKMWROHY LKRRE&HRERFEDOYLQJ D OLTXLGLW\ HYHQV
FRPPRQ VWRFN DPRQJ RWKHU IDFWRUV 7KH IDLU YDOXH Rl WKH XQGHV®RDU & RRA FARQ NR
WKH GDWH RI WKH HQL@WIL D7 5 XBEDW FY B O XW RR PPIRK) &R\PREANQY DV GHWHUPLQHG LQ DFFRUGD!
SUDFWLFH DLG BPWXHEDD YWORMWLWXWH RI &HUWDQXBWIRED RF 3EERXWWOQWHO® &RPSDQ\ (
&RPSHQVDWLRQ )RU DZDUGV JUDQWHGWKXEVMH I & EHBKGOR WRH IODRRPSPMOXH RI FRPPRQ VWR
SULFH RI WKHV&RFPSTRD VWRFN DV UHSRUWHG RQ WKH 1$6'$4 RQ WKH GDWH RI JUDQW

([SHFWHG YRDKOW&RERBDQ\ GHWHUPLQHYVY WKH H[SHFWHG YRODWLOLW\ EDVHG RQ KLVW
FRPSDQLHVY FRUUHVSRQGLQJ WR WKH H[SHFWHG WHUP RI WKH DZDUGV

([SHFWHG WvkHUBRRPSDQ\ GHWHUPLQHV WKH H[SHFWHG WHUP RI DZDUGV ZKLFK FRQWDI
DSSURDFK LQ ZKLFK WKH H[SHFWHG WHUP RI DQ DZDUG LV

)
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SUHVXPHG WWRLEHS WIKWZHHQ WKH YHVWLQJ GDWH DQG WKH H[SLUDWLRQ GDWHLFIL WEW REY
GDWD UHODWLQJ WR VWRFN RSWLRQ H[HUFLVHV )RU DZDUGV JUDQWHG ZKLFK FRQWDLQ
EDVHG RQ HVWLPDWHY RI SRVW YHVWLQJ HPSOR\PHQW WHUPLQDWLRQ EHKDYLRU WDNLQJ

5LVN IUHH LQWHKHVYWVMWDWHH LOQWHUHVW UDWH LV HEDWH®G ROHW/EHPED G H GOBVWDKAVHH 8 H
ZHUH JUDQWHG FRUUHVSRQGLQJ WR WKH H[SHFWHG WHUP RI WKH DZDUGYV

(VWLPDWHG GLYLXHQOBVWHPOBWHG GLYLGHQG \LHOG LV JHUR DV WKH &RPSDQ\ GRHV (
IRUHVHHDEOH IXWXUH

7KH IROORZLQJ LQIRUPDWLRQ UHSUHVHQWYV WKH ZHLJKWHG DYHUDJH RI WKH DVVXPS

Year ended December 31,
2016 2015 2014

([SHFWHG WHUP \HDUV
([SHFWHG YRODWLOLW\
5LVN IUHH LQWHUHVW UDWH
([SHFWHG GLYLGHQGYV

,QFRPH WD[HV

7KH &RPSDQ\ DFFRXQWV IRU LQFRPH WD[HV, QORPBFRBG R Q F HUAITW K UH6\& WKH UHFRJQLYV
DVVHWY DQG OLDELOLWLHV IRU WKH H[SHFWHG I|HKUWWQUFH W B H WOV IDT WK & FFHD/U R \ LVQH PCSARRMOQ
DQG OLDELOLWLHV 'HIHUUHG LQFRPH WD[ DVVHWY DQG OLDELOLWLHY DUH PHDVXUHG XV
ZKLFK WKRVH WHRSRUTHWA BUH H[SHFWHG WR EH UIHFRW RU BGF R D QUHWVQOW B[ ORMW HY RQ GH
LV UHFRJQL]HG LQ WKH FRQVROLGDWHG VWDWHPHQWY Rl RSHUDWLRQV LQ WKH SHULRG V
LW LV PRUH OLNHO\ WKDQ QRW WKDW VRPH RI WKH GHIHUUHG WD[ DVVHWY ZLOO QRW EH

7KH &RPSDQ\ UHFRJQL]JHV WKH WD[ EHQHILW IURP DQ XQFHUWDLQ WD[ SRVLWLRQ RQ
RQ H[DPLQDWLRQ E\ WKH WD[LQJ DXWKRULWLHVY EDVHG RQ WKH WHFKQLFDO PHULWV RI \
VWDWHPHQWY IURP VXFK SRVLWLRQV DUH WKHQ PHDVXUHG EDVHG RQ WKH ODUJHVW EHQ
&RPSDQ\ UHFRJQL]JHY LQWHUHVW DQG SHQDOWLHV DFFUXHGLRLWKHJBVBMEWLR® DRUF HQ MRD
FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV

1HW ORVV SHU VKDUH

%DVLF DQG GLOXWHG ORVV SHU VKDUH LV FDOFXODWHG E\ GLYLGLQJ QHW ORVV E\ W
$V WKH &RPSDQ\ KDV QHW ORVVHV IRU WKH SHULRGY SUHVHQWHG DOO SRWHQWLDOO\ GlI
ZDUUDQWYV DUH DQWL GLOXWLYH
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$V RI '"HFHPEHU DQG WKH IROORZLQJ SRWHQWLDOO\ GLOXWLYH VKDUHV KD
VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUYV EHFDXVH WKH\ DUH DQWL GLOXWLYH

December 31,
2016 2015

2SWLRQV WR SXUFKDVH FRPPRQ VWREN
&RPPRQ VWRFN ZDUUDQWYV
7RWDO VKDUHV H[FOXGHG IURP QHW ORVV SHU VKDUH

JRUHLJQ FXUUHQF\

7KH &RPSWOWI{RUHLJQ VXEVLGLDULHVY IXQFWLRQDKHHRUBIHQ®\H[¥ KDIQH HB 6P SBREWNMURI UHF
VXEVLGLDULHY ORFDO FXUUHQF\ WR WKH 8 6 'ROODU IXQFWLRQDO FXUUHQF\ LV UMFRUG
FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQVY ORQHWDU\ DVVHWYVY DQG OLDELOLWLHV R
QRQ PRQBOWDMHWY DQG OLDELOLWLHY DQG HTXLW\ DUH UHPHDVXUHG DW WKH KLVWRULFDC
DYHUDJH H[FKDQJHHH EWWRIY WEHISHULRG )RUHLJQ FXUUHQF\ WUDQVDFWLRQ JDLQV RU OR"

5HFHQWO\ LVVXHG DFFRXQWLQJ VWDQGDUGYV

8QGHU WKH -XPSVWDUW 2XU %XVLQHVYV 6WDUWXSV $FW RU WKH -2%6 $FW WKH &RIRH
&RPSDQ\ KDV LUUHYRFDEO\ HOHFWHG WR RSW RXW RI WKH HI[WHQGHG WUDQVLWLRQ SHUL
6HFWLRQ E RI WKH -2%6 $FW

,Q 0D\ WKH )LQDQFLDO $FFRXQWIL6Q4 6MWDXGBUBM GREAMG UHODWHG WR UHYHQXH |
WKLV JXLGDQFH UHYHQXH LV UHFRJQL]JHG ZKHQ SURPLVHG JRRGV RU VHUYLFHV DUH WUC
WKDW LV H[SHFWHG WR EH UHFHLYHG IRU WKRVH JRRGV RU VHUYLFHV 7KH XSGDWHG VWI
*$$3 ZKHQ LW EHARWHYHDQG SHUPLWYV WKH XVH RI HLWK H b FVMK M/ W B QAULRWLSRHT W H YWK SR8 F, X
YRWHG WR GHFHNWLWHKIKEBWH WR -DQXDU\ ZLWK HDUO\ DGRSWLRQ EHIRQGLBBEHPBXD U
)$6% LVVXHG DPHQGPHQWY WR WKH QHZ JXLGDQFH UHODWLQJ WR UHSRUWLQJ UHYHQXH F
OLFHQVLQJ DUUDQJHPHQWY DQG RWKHU QDUURZ VFRSH LPSURYHPHQWYV 7KH &RPSDQ\ ZL
WKRXJK KDV QRW \HW GHWHUPLQHG ZKHWKHU WR DGRSW XVLQJ D IXO0O UHWURVSHFWLYH
WKH LPSDFW RI WKH QHZ UHYHQXH JXLGDQFH RQ LWV DUUDQJHPHQWY 7KH &RPSDQ\ FXUL
WLPLQJ RI LQFUHPHQWDO FRVWV RI REWDLQLQJ D FRQWUDFW VXFK DV VDOHV FRPPLVVLF
FRQWUDFW UHQHZDO DQG WKHUHIRUH XQGHU WKH QHZ UHYHQXH JXLGDQFH WKH VDOHYV
WKDQ R YRRIQWADH) F WOIDPOXHQGHU FXUUHQW JXLGDQFH 7KH QHZ JXLGDQFHVLYUNDWQR HH 8 B MWW
FXUUHQW VRIWZDUH UHYHQXH UHFRJQLWLRQ JXLGDQFH DQG D OWN B HNHQOLK D U QB Q BIR PIQQM
KDV QRW \HW TXDQWLILHG WKH LPSDFW RI WKHVH FKDQJHV $GRSWLRQ RIEXNLQNYWD QGDR
VI\VWHPV DQG FRQWUROV WR VXSSRUW WKH QHZ UHYHQXH UHFRJQLWLRQ JXLGDQFH 7KH

)
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,Q )HEUXDU\ $6MKHUVXHG QHZ JXLGDQFH ZKLFK VLJQLILFDQWO\ FKDQJHV WKH DFFRY>
OHVVHH UHFRJQL]H LQ WKH EDODQFH VKHHW D OLDELOLW\ WIRJRW NHE VWRHBW J FSDY AN @ QYW L @/,
WKH XQGHUO\LQJ DVVHW IRU WKH OHDVH WHUP )RU OHDVHV ZLWK D WHUP RI PRQWKYV I
FODVV RI XQGHUO\LQJ DVVHW QRW WR UHFRJQL]H OHDVH DVVHWYVY DQG OHDVH OLDELOLWI
VXFK OHDVHV JHQHUDOO\ RQ D VWUDLJKW OLQH EDVLVY RYHU WKH OHDVH WHUP )RU LQFR
UHTXLULQJ OHDVHVY WR EH FODVVLILHG DV HLWKHU RSHUDWLQJ RU ILQDQFLQJ 2SHUDWLC
LQ DIURQW ORDGHG H[SHQVH SDWWHUQ VLPLODU WR H[LVWLQJ FDSLWDO OHDVH JXLGDQ
WKH H[LVWLQJ GXDO PHWKRG ZKHUH FDVK SD\PHQWV IRU RSHUDWLQJ OHDVHYV DUH UHIOl
SD\PHQWYV IRU ILQDQFH OHDVHY DUH UHIOHFWHG LQ FDVK IORZV IURP ILQDQFLQJ MKHNQME
JXLGDQFIHHEWLIMH IRU ILVFDO \HDUV EHJLQQLQJ DIWHU '"HFHPEHU DQG LQWHULP SHU
WKH UHFRJQLWLRQ DQG PHDVXUHPHQW RI OHDVHVY DW WKH EHJLQQLQJ RI WKH HDUOLHVW
WKH PRGLILHG UHWURVSHFWLYH DSSURDFK DOORZV DQ HQWLW\ WR XVH D QXPEHU RI SUL
&RPSDQ\ LV HYDOXDWLQJ WKH LPSDFW RI DGRSWLQJ WKLV JXLGDQFH RQ LWV FRQVROLGD
RSHUDWLQJ OHDVH FRPPLWPHQWY ZLOO EH UHFRUQIKMWG D VY/RHBHW X®R Q IJDGREBWH FOQ RH LW K ¥

,Q ODUFK $OWKHM\V)VXHG QHZ JXLGDQFH WR VLPSOLI\ YDULRXV DVSHFWYV UHODWLQJ \
WD[ LPSDFWV WKH FODVVLILFDWLRQ RI H[FHVV WD[ EHQHILWYV RQ WKH VWDWHPHQW RI FI
FRPSHQVDWLRQ FODVVLILFDWLR QI RBWIMYHHUNR U7 R QX DO DHFSHRUWHQJ SHULRGY EHJLQQLQJ
ZLWKLQ WKRVH DQQXDO SHULRGV (DUO\ DGRSWLRQ ZDV SHUPLWWHG LQ DQ\ LQWHULP RL
DGRSWHG LQ WKH VDPH SHULRG 7KH &RPSDQ\ LV UHTXLUHG WR DGRSW WKLV JXLGDQFH (
H[SHFWV WR DGRSW D SROLF\ WR DFFRXQW IRU IRUIHLWXUHV ZKHQ WKH\ RFFXU UDWKHU
UHFRUGHG DV DQ DGMXVWPHQW WR WKH -DQXDU\ SDL GHFXPWDOEBDGBHIHFLEKLGE& DVEE L
WR EH PDWHULDO 7KH QHZ VWDQGDUG DOVR UHTXLUHV WKH &RPSD QN RWR/ (RH RPRAURSF NR 8 DDV K
FRPSHQVDWLRQ DZDUGV LQ WKH LQFRPH VWDWHPHQW DV GLVFUHWHKILEW PO Q@ Q QWFH DWISF
&RPSDWLQFRPH WD[ SURYLVLRQ LQ WKH IXWXUH ,Q DGGLWLRQ DQ\ SUHYLRXVO\ XQUHFR
DFFXPXODWHG GHILFLW VXEMHFW WR DVVHVVPHQW IRU WKH QHHG IRU D YDOXDWLRQ DO
RSHUDWLQJ ORVVHVY UHODWHG WR WD[ EHQHILWV IRU VWRFN EDVHG FRPSHQVDWLRQ DZD!
DVVHWVY $V WKH &RPSDQ\ KDV D IXOO YDOXDWLRQ DOORZDQFH DJDLQVW LWV GHIHUUHG '
UHFRUGLQJ XQUHFRJQL]HG WD[ EHQHILWV RQ WKH EDODQFH VK HEDW YQ B \KKHHHWD XFSRVQ HRIG

,Q -XQH SWWHLYVXHG JXLGDQFH ZKLFK UHTXLUHVY WKDW ILQDQFLDO DVVHWY PHDV:
H[SHFWHG WR EH FROOHFWHG 7KLV JXLGDQFH D P HRYDL QVIKEHO B\F FRRK WINVQIGHV | R Q & BEK® IF\WW DO/A
ZLWK FUHGLW GHWHULRUDWERQ Y HAHKIRUIXQGRROHSHWIHRGY EHIJLQQLQJ DIWHU 'HFHPEHU
SHULRGV (DUO\ DGRSWLRQ LV SHUPLWWHG IRU DQ\ LQWHULP RU DQQXDO SHULRG

)
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DIWHU '"HFHPEHU 7KH &RPSDQ\ KDV QRW GHWHUPLQHG WKH LPSDFW RI WKLV JXLGD

,Q $XIXVW $6WKIHWVYXHG FDVK IORZ JXLGDQFH ZKLFK DGGUHVVHYV HLJKW VSHFLILF FI
HI[LVWLQJ GLYHUVLW\ LQ SUDFWLFH LQFOXGLQJ SUHVHQWDWLRQ RI FDVK IORZV UHODWL(
HIWLQIJXLVKPHQW FRVWV DPRQJ RWKHHRODWWHRBVY IZTKED OXH®NYFEHHUYGQLQJ DIWHU 'HFHI
ZLWKLQ WKRVH ILVFDO \HDUV (DUO\ DGRSWLRQ LV SHUPLWWHG LQFOXGLQJ DGRSWLRQ L
VKRXOG EH UHIOHFWHG DV RI WKH EHJLQQLQJ RI WKH ILVFDO \HDU WKDW LQFOXGHV WKH
UHWURVSHFWLYH WUDQVLWLRQ PHWKRG WR HDFK SHULRG SUHVHQWHG XQOHVV LPSUDFV
R1 DQG DV D UHVXOW FODVVLILHG GHEW SUHSD\PHQW FRVWYV RI PLOOLRQ LQFXUU
ILQDQFLQJ FDVKKRXDN\GRRWLRQ RI WKLV JXLGDQFH KDG QR LPSDFW RQ DPRXQWYV SUHYLRX\

,Q IRYHPEHU $6%WKWV)XHG JXLGDQFH ZKLFK UHTXLUHV WKDW UHVWULFWHG FDVK DQ
DQG FDVK HTXLYDOHQWYV ZKHQ UHFRQFLOLQJ WKH EHIJLQQLQJ DQG HQGLQJ WRWDOIBPWX!
IRU ILVFDO \HDUV EHJLQQLQJ DIWHU '"HFHPEHU DQG LQWHULP SHULRGV ZLWKLQ WK
PHWKRG WR HDFK SHULRG SUHVHQWHG (DUO\ DGRSWLRQ LV SHUPLWWHG LQFOXGLQJ DG
DQ LOQWHULP SHULRG DQ\ DGMXVWPHQWV VKRXOG EH UHIOHFWHG DV RI WKH EHJLQQLQJ
UHVWULFWHG FDVK DV RI '"HFHPEHU DQG ZDV PLOOLRQ DQG WKHUHIRUH WKF
LPSDFW RQ WKM BREBRQLGDWHG VWDWHPHQWY RI FDVK IORZV

,Q )HEUXDU\ $6%MKWVXHG JXLGDQFH ZKLFK VLPSOLILHV WKH VXEVHTXHQW PHDVXUH}I
GHWHUPLQH JRRGZLOO LPSDLUPHQW E\ FDOFXODWLQJ WKH LPSOLHG IDLU YDOXH RI JRRG
OLDELOLWLHV DV LI WKDW UHSRUWLQJ XQLW KDG EHHQ DFTXLUHG LQ D EXVLQHVV FRPEL!
LPSDLUPHQW WHVW E\ FRPSDULQJ WKH IDLU YDOXH RI D UHSRUWLQJ XQLW ZLWK LWV FDU
E\ ZKLFK WKH FDUU\LQJ DPRXQW HYFIHDH G VY IV & ¥ HUVKSRZEWR M@ JUHFIRWQL]HG ZRXOG QRW H[FHH
DOORFDWHG WR WKDW UH SR Q VHIQN LX\Q LAR X$3G E R/Q R BGOWD U Q P RIPGN WD[ KSIHGXFWLEOH JRRG
WKH UHSRUWLQJ XQLW ZKHQ PHDVXULQJ WKH JRRGZLOO LPSDLUPHQW ORVV LI DSSOLFDE
SHUIRUP WKH TXDOLWDWLYH DVVHVVPHQW IRU D UHSRUWLQJ XQLW W R7 K& HW }XULFGIDEHF 1 LIWK
ILVFDO \HDUV EHJLQQLQJ DIWHU 'HFHPEHU DQG LQWHULP SHULRGV ZLWKLQ WKRVH
LPSDLUPHQW WHVWV SHUIRUPHG RQ WHVWLQJ GDWHV DIWHU -DQXDU\ 7KH DGRSWLI
&RPSDWFRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

)
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1RWH SURSHUW\ DQG HTXLSPHQW
BURSHUW\ DQG HTXLSPHQW FRQVLVWHG RI WKH IROORZLQJ DW 'HFHPEHU DQG

December 31,
2016 2015

&RPSXWHUV DQG HTXLSPHQW
3XUFKDVHG VRIWZDUH
YXUQLWXUH DQG IL[WXUHYV
/HDVHKROG LPSURYHPHQWYV
&RQVWUXFWLRQ LQ SURJUHVYV

/IHVV DFFXPXODWHG GHSUHFLDWLRQ

'"HSUHFLDWLRQ H[SHQVH ZDV PLOOLRQ PLOOLRQ DQG PLOOLRQ IRU WKH \H

6RIWZDUH DQG FRQVWUXFWLRQ LQ SURJUHVY LQFOXGHY DVVHWY KHOG XQGHU FDSLV
E\ UHODWHG DFFXPXODWHG DPRUWL]DWLRQ WKHUHRQ RI PLOOLRQ DQG PLOOLRQ

I1RWH %XVLQHVV FRPELQDWLRQ

2Q $XJIXVW WKH &RPSDQ\ DFTXLUHG DOO WKH LVVXHG DQG RXWVWDQGLQJ FDS
ILQDQFLDO FORVH DXWRPDWLRQ VRIWZDUH7RB G X QS\RWIH RW WK \DRET X WAL IR IVR IR W/ DESHBY RWH.G
OHDGLQJ SURYLGHU RI VRIWZDUH VROXWLRQV WR DXWRPDWH WKH ILQDQFLDQXURRSHD QU F
H[SDQVLRQ V¥KWDBVHIXLVLWLRQ KDV EHHQ DFFRXQWHG IRU DV D EXVLQHVV FRPELQDWLRQ

7KH WRWDO SXUFKDVH FRQVLGHUDWLRQ ZDV DSSUR[LPDWHO\ PLOOLRQ VXEMHF\
8SRQ WKH ILQDOL]DWLRQ RI WKH ZRUNLQJ FDSLWDO DGMXVWPHQW WKH DPRXQW RI WKH
SXUFKDVH SULFH WRWDOLQJ PLOOLRQ ZDV SDLG LQWR HVFURZ IRU LQGHPQLILFDWLR:

ZDUUDQWLHV RI WKH VHOOHUY DQG DQ\ DPRXQWYV UHPDLQLQJ LQ HVFURZ DIWHU VDWLVID
RQH \HDDQRLYHUVDU\ RI WKH DFTXLVLWLRQ $FTXLVLWLRQ UHODWHG FRVWVY LQFXUUHG E\"
LQFXUUHG DQG DUH LQFOXGHG LQ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQ WKH FR

)
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7KH IROORZLQJ WDEOH VXPPDUL]HV WKH HVWLPDWHG IDLU YDOXHV RI WKH DVVHWYV L
WKRXVDQGV

/RWDO FDVK FRQVLGHUDWLRQ WR VHOOLQJ VKDUHKROGHUYV

$VVHWYV DFTXLUHG DQG OLDELOLWLHV DVVXPHG
&DVK DQG FDVK HTXLYDOHQWYV
$FFRXQWYV UHFHLYDEOH
3UHSDLG H[SHQVHVY DQG RWKHU FXUUHQW DVVHWYV
BURSHUW)\ DQG HTXLSPHQW
,QWDQJLEOH DVVHWYV
$FFRXQWYV SD\DEOH
$FFUXHG H[SHQVHY DQG RWKHU FXUUHQW OLDELOLWLHV
'"HIHUUHG UHYHQXH
1HW GHIHUUHG LQFRPH WD[ OLDELOLWLHYV
1HW DVVHWYV
*RRGZLOO

7KH &RPSDQ\ EHOLHYHV WKH DPRXQW RI JRRGZLOO UHVXOWLQJ IURP WKH DFTXLVLWI
ZRUNIRUFH DQ LQFUHDVH LQ GHYHORSRNQ®JND8R EFLDOMWAMHYU L. QFQ 8 DHVMKDRFHG RSSRUW X
JRRGZLOO UHVXOWLQJ IURP WKH DFTXLVLWLRQ LV QRW WD[ GHGXFWLEOH

7R GHWHUPLQH WKH HVWLPDWHG IDLU YDOXH RI LQWDQJLEOH DVVHWY DFTXLUHG WK
PDQDIJHPHKYXWIDLU YDOXH PHDVXUHPHQWY RI WKH LQWDQJLEOH DVVHWYV ZHUH EDVHG SULT

/HYHO PHDVXUHPHQW DV GHILQHG LQ $6& 7KH DFTXLUHG LQWDQJLEOH DVVHW FDWHJ
Amortization Fair Value
Period (in thousands)
7UDGH QDPH \HDU
'"HYHORSHG WHFKQRORJ\ \HDUV
1RQ FRPSHIWHHPHQWYV \HDUV
&XVWRPHU UHODWLRQVKLSV \HDUV

7TKH ZHLJKWHG DYHUDJH OLYHV RI LQWDQJLEOH DVVHWY DW WKH DFTXLVLWLRQ GDWl

8QDXGLWHG 3UR IRUPD LQIRUPDWLRQ
7KH IROORZLQJ WDEOH SUHYXIQOW S LWKIHG SSRIRSDRUPD LQIRUPDWLRQ IRU WKH \HDUV HQ:
DFTXLVLWLRQ RFFXUUHG RQ -DQXDU\ LQ WKRXVDQGYV

Year Ended December 31,
2016 2015

B3UR IRUPD WRWDO UHYHQXHYV
3UR IRUPD QHW ORVYV
3UR IRUPD QHW ORVYVY SHU VKDUH EDVLF DQG GLOXWHG

)
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7KH SUR IRUPD UHVXOWY UHIOHFW FHUWDLQ DGMXVWPHQWY IRU WKH GHSUHFLDWLR(
DGMXVWPHQWY WR UHYHQXH UHVXOWLQJ IURP WKH IDLU YDOXH DGMXVWPHQW WR GHIHUL
SUR IRUPD DPRXQWY DUH QRW QHFHVVDULO\ LQGLFDWLYH RI WKH UHVXOWY WKDW DFWXL
LQGLFDWHG QRU LV LW LQGLFDWLYH RI WKH IXWXUH RSHUDWLQJ UHVXOWYV RI WKH &RPSI

7KH WRWDO DPRXQW RI 5XQERRN UHYHQXH DQ®% RRIQVRRVE DLW H G XEGHMX Q Y W R H RRSIHPLED)
DFTXLVLWLRQ WR '"HFHPEHU ZDV PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\

1RWH ,QWDQJLEOH DVVHWYVY DQG *RRGZLOO

7KH FDUU\LQJ YDOXH RI LQWDQJLEOH DVVHWYV DV RI '"HFHPEHU DQG ZDV DV
December 31, 2016
Gross
Carrying Accumulated Net Carrying
Amount Amortization Amount

7JUDGH QDPH
'HYHORSHG WHFKQRORJ\
1RQ FRPISHWHHPHQWYV
&XVWRPHU UHODWLRQVKLSV

December 31, 2015

Gross
Carrying Accumulated Net Carrying
Amount Amortization Amount

7UDGH QDPH

'"HYHORSHG WHFKQRORJ\
1RQ FRPSIHWHHPHQWYV
&EXVWRPHU UHODWLRQVKLSV

$PRUWL]DWLRQ H[SHQVH LV LQFOXGHG LQ WKH IROORZLQJ IXQ F3RRQ\DLY DWW R\Y HP[IS 8 @
IROORZV LQ WKRXVDQGYV

Year ended December 31,
2016 2015 2014

&RVW RI UHYHQXH
6DOHV DQG PDUNHWLQJ
*HQHUDO DQG DGPLQLVWUDWLYH




Table of Contents

BLACKLINE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7KH IROORZLQJ WDEOH SUWHWNV@W FDMWHH RIRPEPMLIQLQJ DPRUWL]DWLRQ H[SHQVH IRU H
WKHUHDIWHU IRU ILQLWH OLYHG LQWDQJLEOH DVVHWY DW 'HFHPEHU LQ WKRXVDQ(

7TKHUHDIWHU

7KH FKDQJH LQ WKH FDUU\LQJ DPRXQW RI JRRGZLOO LV DV IROORZV LQ WKRXVDQGV

*RRGZLOO DV RI '"HFHPEHU
$FWLYLW\ GXULQJ ILVFDO
*RRGZLOO DV RI '"HFHPEHU
$FTXLVLWLRQ RI 5XQERRN
*RRGZLOO DV RI '"HFHPEHU

1RWH $FFUXHG H[SHQVHV DQG RWKHU FXUUHQW OLDELOLWLHYV

$W '"HFHPEHU DQG DFFUXHG H[SHQVHV DQG RWKHU FXUUHQW OLDELOLWLH\

December 31,
2016 2015

$FFUXHG VDODU\ DQG HPSOR\HH EHQHILWV

$FFUXHG LQFRPH DQG RWKHU WD[HV SD\DEOH
6KRUW WHUP SRUWLRQ RI FDSLWDO OHDVH

$FFUXHG FRPPLVVLRQV WR WKLUG SDUW\ SDUWQHUV
$FFUXHG LQLWHDQQSIXERV W \R |

$FFUXHG SURIHVVLRQDO VHUYLFHV FRVWYV

2WKHU DFFUXHG H[SHQVHV

1RWH HUP ORDQ

,Q 6HSWHPEHU WKH &RPSDQ\ HQWHUHG LQWR D HBPQOAGDRQ KMIHRHPRO R DKD B JI) MHPU
\HDUV DQG H[SLUHG DQG ZDV UHSD\DEOH7RQP6MHRIVOHPEHKW LQWHUHKW DW L WKH JUHDWH!
0DUFK DQG $XJIXVW WKH &RPSDQ\ DPHQGHG LWV FUHGLW IDFLOLW\ WR DGG BQPDG
/RDQ DQG WR DGG DQ DGGLWLRQDO PLOOLRQPWRD® O RUDK)V SNRKTIKL W GV T X L, QHFWR R R Qr/ [
WK H $FTXIHVLAVARRIQQ7KDG VLPLODU WHUPV D Q GHERQ/®DWL FDM\G VER WK H HRUH. MOCGEMH EW W R
&RPSDQ\ HOHFWHG WR UHSD\ WKH ORDQV EHIRUH WKH H[SLUDWLRQ GDWH 7KH WHUP OREL

)
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LQWHUHVW DW D UDWH RI SHU DQQXP 8QGHU WKH SURYLVLRQV RI HDFK WHUP ORDQ
FDVK RU LQ SD\PHQW LQ NLQG )RU WKH \HDUV HQGHG 'HFHPEHU DQG LQWH
UHVSHFWIDDWHODLG LQ NLQG WKHUHE\ LQFUHDVLQJ WKH RXWVWDQGLQJ SULQFLSDO ,QWH
,Q IRYHPEHU WKH &RPSDQ\ UHSDLG LQ IXOO DO OVRKWHGA IQIBLFQ D IGWE VQXGQ W H U PRI \& |
,Q FRQQHFWLRQ ZLWK WKH WHUPLQDWLRQ Rl WKH DJUHHPHQW WKH &RPSDQ\ SDLG D WR\
LOQWHUHVW SDLG LQ NLQG LQWHUHVW DQG SUHSD\PHQW SHQDOWLHV 3UHSD\PHQW SHQEL
XSRQ UHSD\PHQW DQG WHUPLQDWSRQ WKW KHHEPH QG DW Ll R BRI XAMHD B WHHGSL WDIIDG LL@QL ML Q 1
PLOOLRQ ZDV UHSDLG DQG KDV EHHQ FODVVLILHG LQ FDVK IORZV IURP RSHUDWLQJ DF

7KH &RPSDQ\ LQFXUUHG PLOOLRQ PLOOLRQ DQG PLOOLRQ LQ WUDQVDFWL
RI WKMWP /RDQ WKH ,QFURHPRIDV DA @ WKH  HSPT/RIVQ WULRQIKFHWHYHRRXQWY QHW RI D
EHHQ SUHVHQWHG DV D GLVFRXQW DJDLQVW WKH FDUU\LQJ DPRXQW Rl WKH WHUP ORDQV
&RPSDWWHUP ORDQV DQG WHUPLQDWKRQ@RPSIWQY\ H/EBQWH® M IOHWWHPDLQLQJ XQDPRUWLI]}H
WR LQWHUHVW H[SHQVH LQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG VWDWHPHQWY RI RSHUDV

,Q FROMXQFWURQRD® KWKH &RPSDQ\ LVVXHG ZDUUDQWYV WR SXUFKDVH VKDUHYV
RI 7KH ZDUUDQWYV DUH H[HUFLVDEOH DW DQ\ WLPH E\ WKH KROGHU DQG H[SLUH XSRC(
&RPSD@W 'HFHPEHU WKH ZDUUDQWYV UHPDLQ RXW VWWPQ/®ID@ Z DK HUFHBXFEH @ E Y V& XH
ZDUUDQWYVY DW LVVXDQFH RI PLOOLRQ 7KH UHVXOWLQJ GHEW GLVFRXQW ZDV EHLQJ D
DSSUR[LPDWH¥WKHH HIQWHUHVW PHWKRG 7KH DPRUWL]DWLRQ Rl WKH GHEW GLVFRXQW Z
RI RSHUDWLRQV ,Q 1RYHPEHU LQ FRQQHFWLRQ/ 2L WKPWKRD QN SIDQBHW WURIL /KW KERRR R P
H[SHQVHG WKH UHPDLQLQJ XQDPRUWL]HG GHEW LVVXDQFH FRVWV DVVRFLDWHG ZLWK WK
FRQVROLGDWHG VWDWHPHQWYVY RI RSHUDWLRQV

1RWH ,QFRPH WD[HV
7KH FRPSRQHQWY RI LQFRPH ORVV EHIRUH LQFRPH WD[HV IRU WKH \HDUV HQGHG 'H
WKRXVDQGV

Year ended December 31,
2016 2015 2014

8QLWHG 6WDWHYV
,QWHUQDWLRQDO
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7KH FRPSRQHQWYV RI WKH WRWDO EHQHILW IURP LQFRPH WD[HV IRU WKH \HDUV HQGH
WKRXVDQGV

Year ended December 31,
2016 2015 2014

&XUUHQW

YHGHUDO

6WDWH

,QWHUQDWLRQDO
7ZRWDO FXUUHQW WD[ H[SHQVH
'"HIHUUHG

YJHGHUDO

6WDWH

,QWHUQDWLRQDO
7RWDO GHIHUUHG WD[ EHQHILW
7ZRWDO EHQHILW IURP LQFRPH WD[HV

$ UHFRQFLOLDWLRQ RI WKH VWDWXWRU\ 8 6 |INGHHFN Y I FARDIPIHUW B/[HUIRW HV\W R WHIDHU \& RY
DQG ZDV DV IROORZV

Year ended December 31,
2016 2015 2014

JHGHUDO VWDWXWRU\ LQFRPH WD[ UDWH
6WDWH WD[ QHW RI IHGHUDO EHQHILW
JHGHUDO WD[ FUHGLWYV

&KDQJH LQ YDOXDWLRQ DOORZDQFH
&RPPRQ VWRFEN ZDUUDQWYV

2WKHU

6LJQLILFDQW FRPSRQHQW\ RIRWKH GRWPHDQPYVHWY DQG OLDELOLWLHY DW '"HFHPEHU
WKRXVDQGV

Year ended December 31,
2016 2015

'"HIHUUHG WD[ DVVHWYV
$FFUXHG H[SHQVHYVY DQG RWKHU FXUUHQW OLDELOLWLHV
%XVLQHVYVY FUHGLWYV
6WRFN EDVHG FRPSHQVDWLRQ
1HW RSHUDWLQJ ORVYV FDUU\RYHU
2WKHU
7RWDO GHIHUUHG WD[ DVVHWV
/HVV YDOXDWLRQ DOORZDQFH
'HIHUUHG WD[ DVVHWV QHW RI YDOXDWLRQ DOORZDQFH

)
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Year ended December 31,
2016 2015

'"HIHUUHG WD[ OLDELOLWLHYV
BURSHUW\ DQG HTXLSPHQW
&RPPRQ VWRFN ZDUUDQWYV
,QWDQJLEOH DVVHWYV
BUHSDLG H[SHQVHV

7RWDO GHIHUUHG WD[ OLDELOLWLHYV

1HW GHIHUUHG WD[HV

$6& UHTXLUHV WKDW WKH WD[ EHQHILW RI IGIHNWRSHUD /& FU 8 8 ¥V WHRD WWUH PREUIRALDUUE
HIWHQW WKDW PDQDJHPHQW DVVHVVHV WKDW UHDOL]DWLRQ LV PRUH OLNHO\ WKDQ QRW
VRPH RI WKH GHIHUUHG WD[ DVVHWYV ZLOO QRW EH UHDOL]HG 5HDOL]VWLIER® IRW\I XAWRX WRHOM
WD[DEOH LQFRPH ZLWKLQ WKH FDUU\IRUZDUG SHULRG )RU ILQDQFLDO UHSRUWLQJ SXUSF
%DVHG RQ DYDLODEOH REMHFWLYH HWL&HWQWR UL RF ©ORYNVHNV WKBIQERIMPH@QW EHOLHYHV LW
GHIHUUHG WD[ DVVHWYV ZLOO QRW EMW KXO&RRSIDYDLIDRFHGHBFB WY®IOXIDNLRQ DOORZDQFH L
DVVHWY 7KH WRRBHRJQ WD[ MXULVGLFWLRQV ZHUH LQ D QHW GHIHUUHG WD[ OLDELOLW\

7KH FKDQJH LQ WKH YDOXDWLRQ DOORZDQFH IRU WKH \HDUV HQGHG '"HFHPEHU
YDOXDWLRQ DOORZDQFH IRU WKH \HDU HQGHG '"HFHPEHU

December 31,
2016
_2016 _2015
IDOXDWLRQ DOORZDQFH DW EHJLQQLQJ RI \HDU

,QFUHDVH LQ YDOXDWLRQ DOORZDQFH
IDOXDWLRQ DOORZDQFH DW HQG RI \HDU

7KH &RPSDQ\ GLG QRW SURYLGH IRU 8QLWHG 6WDWHV LQFRPH WD[HV RQ WKH HK@FRHW
IRUHLJQ VXEVLGLDULHY DV WKH\ DUH FRQVLGHUHG LQGHILQLWHO\ UHLQYHVWHG RXWVLG
WHPSRUDMHWMWHRIAHY UHODWHG WR XQGLVWULEXWHG HDHQHQBEFW\D Q@ &SRRWAKLF IR 8Q VWG G WW P 8\
EHHQ SURYLGHG LV LPPDWHULDO WR WKHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$V RI '"HFHPEHU WKH &RPSDQ\ KDG FRQVROLGDWHG IHGHUDO DQG VWMHMWHIRQWW
WD[DEOH LQFRPH RI DSSUR[LPDWHO\ PLOOLRIQHDI®IG H U D (P DRV IVRIY ZULHOVS B HWILY FOR H[S
ZLOO EHJLQ WR H[SLUH EHWZHHQ DQG GHSHQGLQJ RQ WKH MXULVGLFWLRQ 7KH &
IRUHLJQ WD[ FUHGLWYV RI PLOOLRQ DIQG K EHILAOWRQH [BH YV SHEW LY HDRIGH & R PLSHD\QS HFDAVL
UHVHDUFK DQG GHYHORSPHQW FUHGLWYV DQG HQWHUSULVH JRQH EKNHEK WVHRLQGHRLQIOWR
EHJLQ WR H[SLUH E\ 3 XUHWSIHEW WRI QQ WHUQDO 5HYHQXH &RGH 6HFWLRQ XVH RI WKF

)
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BLACKLINE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

&RPSDWWQHW RSHUDWLQJ ORVV FDUU\IRUZDUGY PD\ EH OLPLWHG LI WKH &RPSDQ\ H[SHULF
D WKUHH \HDU SHULRG

$W '"HFHPEHU PLOOLRQ RI QHW RSHUDWLQJ ORVVHVY UHODWHG WR WD[ EHC
FHUWDLQ LQGLYLGXDO RSWLRQ KROGHUV H[SHULHQFHG IURP WKH H[HUFLVH DUH QRW LQ

7KH IROORZLQJ LV D UROO IRUVEZRWOG R UWK\HY &RPBERIQL]HG WD[ EHQHILWY LQ WKRX'

7TRWDO *URVV XQUHFRJQL]HG WD[ EHQHILWY 'HFHPEHU
,QFUHDVH UHODWHG WR SRVLWLRQV WDNHQ LQ WKH \HDU HQGHG 'HFHPEHU
7RWDO JURVV XQUHFRJQL]HG WD[ EHQHILWY 'HFHPEHU
,QFUHDVH UHODWHG WR SRVLWLRQV WDNHQ LQ WKH \HDU HQGHG 'HFHPEHU
7RWDO JURVV XQUHFRJQL]HG WD[ EHQHILWY 'HFHPEHU
,QFUHDVH UHODWHG WR SRVLWLRQV WDNHQ LQ WKH \HDU HQGHG 'HFHPEHU
7RWDO JURVV XQUHFRJQL]JHG WD[ EHQHILWY 'HFHPEHU

$V RI '"HFHPEHU WKH UHDOL]DWLRQ RI XQUHFRJQL]JHG W DH FAHIQWH LUWADWV Bl UG X & RWVF
IHGHUDO DQG VWDWH GHIHUUHG WD[HV 7KH &RPSDQ\ KDV QRW UHFRUGHG DQ\ LQWHUHVYV
'"HFHPEHU DQG DQG QR VXFK DPRXQWY KDYH EHHQ DFFUXHG DV RI '"HFHPEHL

7KH &RPSDQ\ ILOHVY 8 6 IHGHUDO YDULRXV VWDWH DQG IRUHLJQ LQFRPH WD[ UHWXU
HI[DPLOQDWLRQ E\ WD[LQJ DXWKRULWLHV 7KH WD[ \HDUYV DQG UHPDLQ WX\HMWHH
IRUHLJQ WD[ DXWKRULWLHV PDA W PUWIQW XWIKY &4RBPISBRRY \HDUV DQWRHA YWK HHG DW HUMHY 3 IQF\R
ILOHG +RXIMKYHWD[LQJ DXWKRULWLHYV PD\ FRQWHGXK DR DM X W\ WK I RV FRSSTHQAD WL QJ OR'
OLPLWDWLRQV FORVHV RQ WKH WD[ \HDUV LQ ZKLFK WKH IHGHUDO DQG VWDWH QHW RSHIL

7KH FRQVROLGDWHG IHGHUDO WD[ ILOLQJYV DUH XQGHU H[DPLQDWLRQ EN &WRHA S Q@AH®R
DQWLFLSDWH DQ\ PDWHULDO DGMXVWPHQWY DV D UHFXOW WRWHKH G [F ML QKW LRQN FRP®IHRI
SDUWLFXODU WD[ SRVLWLRQ WKH &RPSDQ\ EHOLHYHV QR UHVHUYHV IRU LQFRPH WD[HV I

7KH &RPSDQ\ GRHV QRW DQWLFLSDWH HLWKHU PDWHULDO FKDQJHV LQ WKH WRWDO L
PRQWKY RI WKH UHSRUWLQJ GDWH

I1RWH &RQWLQJHQW FRQVLGHUDWLRQ

2Q 6HSWHPEHU WKH &RPSDQ\ DFTXLUHG %ODFN/LQH 6\VWHPV ,QF 8QGHU WKH
, QW RSWLRQ KROGHUV ZHUH DOORZHG WR FDQFHO WKHLU VWRFN RSWLRQ ULJKWYVY DQG UI
DSSOLFDEOH H[SHQVH DQG RWKHU LWHPV KDG WKH\ HIHUFLVHG WKHLU VWRFN RSWLRQV
FROQGLWLRQ RI WKH DFTXLVLWLRQ WKH &RPSDQ\ LV UHTXLUHG WR SD\ DGGLWLRQDO FDVI

)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FRQVLGHUDWLRQ WR FHUWDLQ HTXLW\ KROGHUV LI WKH &RPSDQ\ UHDOL]HV D WD[ EHQHIL
H[HUFLVHV FRQFXUUHQW ZLWK WKH DFTXLVLWLRQ 7KH PD[LPXP FRQWLQJHQW FDVK FRQV
FRQWLQJHQW FRQVLGHUDWLRQ ZDV PLOOLRQ DQG PLOOLR G W RR BHHFQILP EDFFFGRW Q W L
SROLFLHV )DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV IRU DGGLWLRQDO LQIRUPDWLRQ UHJ

1RWH &RPPLWPHQWY DQG FRQWLQJHQFLHV

2SHUDWLQJ OKBWRWPSDQ\ KDQR®@ FIDRXARSBEDWLQJ OHDVHV IRU LWV FRUBRWY DTKH D) @
H[SLUH DW YDULRXV WLPHV WKURXJK &HUWDLQ OHDVH DJUHHPHQWY FRQWDLQ UHQHZ
UHFRJQL]JHV UHQW H[SHQVH RQ D VWUDLJKW OLQH EDVLVY RYHU WKH OHDVH WHUP ERRRW
WKH &RPWBROPFH OHDVHVY HQWLWOH WKH &RPSDQ\ WR UHFHLYH D WHQDQW DOORZDQFH IUR
GHIHUUHG UHQW FUHGLW ZKLFK WKH &RPSDQ\ DPRUWL]HY RQ D VWUDLJKW OLQH EDVLV
7TRWDO UHQW H[SHQVH XQGHU WKH RSHUDWLQJ OHDVHV ZDV DSSUR[LPDWHO\ PLOOLRQ
DQG UHVSHFWLYHO\

JXWXUH PLQLPXP OHDYVHQSRDQ PHDRWR XBEOHMILQIJ OHDVHY DUH DV IROORZV IRU WKH \HD!I

7TKHUHDIWHU

&DSLWDO OKBV&ERPSDQ\ OHDVHVY FRPSXWHU VRIWZDUH IURP YDULRXV SDUWLHV XQGH
SD\PHQWYVY XQGHU FDSLWDO OHDVH REOLJDWLRQV ZHUH PLOOLRQ DV RI '"HFHPEHU

[LWLIDWURBR WLPH WR WLPH WKH &RPSDQ\ PD\ EHFRPH VXEMHFW WR OHJDO SURFHHC
RI EXVLQHVV 7KH &RPSDQ\ LV QRW FXUUHQWO\ D SDUW\ WR DQ\ OHJDO SURFHHGLQJV QF
D PDWHULDOIHBWHRY W KHV&RPBIDFHVY RSHUDWLQJ UHVXOWYVY FDVK IORZV RU ILQDQFLDO
XQIDYRUDEO\

,QGHPQLILFDONWRE RUGLQDU\ FRXUVH RI EXVLQHVV WKH &RPSDQ\ PD\ SURYLGH LQGFk
YHQGRUV LQYHVWRUVLFHWHEWRK W HVGE RV WR FHUWDLQ PDWWHUV LQFOXGLQJ EXW QF
DJUHHPHQWY VHUYLFHV WR EH SBRYIURPGLEDWMIOKW ERWEDQ\SURSHUW\ LQIULQJHPHQW FOL
LQGHPQLILFDWLRQ SURYLVLRQV PD\ VXUYLYH WHUPLQDWLRQ RI WKH XQGHUO\LQJ DJUHHF
&RPSDQ\ FRXOG EH UHTXLUHG WR PDNH XQGHU WKHVH LQGHPQLILFDWLRQ SURYLVLRQV P
DPRXQW RI IXWXUH SD\PHQWV WKH &RPSDQ\ FRXOG EH UHTXLUHG WR PDNH XQGHU WKHVF

)
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SURYLVLRQV LV LQGHWHUPLQDEOH 7KH &RPSDQ\ KDV QHYHU SDLG D PDWHULDO FODLP (
DUUDQJHPHQWYV $V RI '"HFHPEHU DQG WKH &RPSDQ\ KDV QRW DFFUXHG D OLDEL
OLNHOLKRRG RI LQFXUULQJ D SIDQPAHRID REWLROWALRMK WMKHYH LQGHPQLILFDWLRQ DUUDQJ}t
HVWLPDEOH

1RWH &DSLWDOL]DWLRQ

$V RI '"HFHPEHU WKH DXWKRUL]JHG FDSLWDO VWRFN RI WKH &RPSDQ\ FRQVLVWt!
VKDUHV RI SUHIHUUHG VWRFN 1R VKDUHV RI SUHIHUUHG VWRFN DUH LVVXHG DQG RXWVW
WKH YRWLQJ ULJKWYV GLYLGHQG ULJKWV FRQYHUVLRQ ULJKWV UHGHPSWLRQ SULYLOHJF

$V RI '"HFHPEHU WKH &RPSDQ\ KDG UHVHUYHG IRU LVVXDQFH PLOOLRQ VKDU
DXWKRUL]JHG VKDUHV FRQVLVWLQJ RI PLOOLRQ VKDUHV LVVXDEOHVXSR®@@&H H [HTXEMA
,QFHQWLYH SODQV PLOOLRQ VKDUHV LVVXDEOH XSRQ WKH H[HUFLVH RI SHUIRUPDQFH
FRPPRQ VWRFN

2Q -DQXDU\ WKH ERDUG RI GLUHFWRUYVY DSSURYHG WKH UHWLUHPHQW RI \

,Q 6HSWHPEHU WKH &RPSDQ\ UDLVHG JURVYV SURFHHGYV RI PLOOLRQ IURP WKH
5XQERRN HPSOR\HHYV

2Q 1RYHPEHU WKH &RPSDQ\ FRPSOHWHG LWVZKQEKLW/OLSXKEBGFDRIG VROG
ZKLFK LQFOXGHG WKH H[HUFLVH LQ IXOO RI WKH XQGHUZULWHUV RSWLIRQ M)R SXUFHKDRMH
VKDUH 7KH &RPSDQ\ UHFHLYHG BWIRFHRGY ISFBRR [ WATHVRIIO\ PLOOLRQ DIWHU GHGXFWL(

DQG RWKKMUQI H[SHQVHYV

1RWH 6WRFN RSWLRQV
DQG 30DQV

2Q 0ODUFK WKH &RPSDQ\ DGRSWHG WKH 6WRFN ,QFHQWLYH 30DQ WKH 3
&RPSDWLQLWLDHBKQOLWIRH &RPSDQ\ DGRSWHG WKH (TXLW\ ,QFHQWLYH 30DQ WKH
DQ\ DGGLWLRQDO DZDUGV XQGHUWKKH SO FRAWHQYKBY WR JRYHUQ WKH WHUPV DQG
SUHYLRXVO\ JUDQWHG XQGHU WKH SODQ 8SRQ WKH DGRSWLRQ RI WKH 30DQ WKH
QXPEHU RI VKDUHVY HTXDO WR WKH QXPEHU RI VKDUHV VXEMHFW WR RXWVWDQGLQJ DZDU
WHUPLQDWHG ZLWKRXW KDYLQJ EHHQ W[HRFPUGHR IGQ UKG W RUKVHPOR RID@W VWRFEFN RSWLRCQC
FRQVXOWDQWY XQGHU WKH 30bQ 7KH DJJUHJDWH QXPEHU RI VKDUHY DYDLODEOH XQ
RSWLRQV DXWRPDWLFDOO\ DGMXVWV VREXDQAWKQQURY ERPWRE ¥RMRFMOE\ UHDSARIQRRI DQ\
UHRUJDQL]DWLRQ UHFODVVLILFDWLRQ VWRFN GLYLGHQG VWRFN VSOLW UHYHUVH VWRI
DQG KDYH FRQWUDFWXDO WHUPV RI WHQ \HDUYV

)
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$V RI '"HFHPEHU VKDUHV ZHUH DYDLODEOH IRU LVVXDQFH XQGHU WKH

6WRFN RSWLRQV ZLWK VHUYLFH RQO\ YHVWLQJ FRQGLWLRQV

$ VXPPDU\ RI WKH &RPEBPYPRSWLRQ DFWLYLW\ DQG UHODWHG LQIRUPDWLRQ IRU WKH '
VHUYLFH RQO\ YHVWLQJ FRQGLWLRQV ZDV DV IROORZV

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Shares Price Term (Years) (in thousands)

2XWVWDQGLQJ DW '"HFHPEHU
*UDQWHG

([HUFLVHG

JRUIHLWHG
2XWVWDQGLQJ DW '"HFHPEHU

([HUFLVDEOH DW 'HFHPEHU
9HVWHG DQG H[SHFWHG WR YHVW DW 'HFHPEHU

7KH ZHLJKWHG DYHUDJH JUDQW GDWH IDLU YDOXH SHU VKDUH RI RSWLRQV JUDQWHG
VHUYLFH RQO\ YHVWLQJ FRQGLWLRQV ZHUKH DIJDUHGDWH WHWSSHGWILF NMOOXH RI RSWLRQV
YHVWLQJ FRQGLWLRQV GXULQJ WKH \HDUV HQGHG 'HFHPEHU DQG ZHUH PLOC

8QUHFRJQL]HG FRPSHQVDWLRQ H[SHQVH UHODWLQJ WR VWRFN RSWLRQV WKDW FRQW
'"HFHPEHU ZKLFK LV H[SHFWHG WR EH UHFRJQL]JHG RYHU D ZHLJKWHG DYHUDJH SHU

6WRFN RSWLRQV ZLWK SHUIRUPDQFH FRQGLWLRQV

,Q 2FWREHU WKH &RPSDQ\ JUDQWHG RSWLRQV WR SXUFKDVH VKDUHV RI FR
WZR H[HFXMARWHRVKDW YHVW XSRQ PHHWLQJ FHUWDLQ SHUIRUPDQFH FRQGLWLRQV DQG F
\HDUO\ FDVK IORZ WDUJHWYV DQG FXPXODWLYH DQQXDO UHFXUULQJ UHYHQXH WDUJHWV W
IXOO FXPXODWLYH DQQXDO UHFXUULQJ WDUJHWIWHKWR/XDKH VWNODRBVE P HWV RV K H VI HEX W K
WDUJHW IRU DQG D FXPXODWLYH DQQXDO UHFXUULQJ UHYHQXH WDUJHW WKURXJK
GHWHUPLQHG FRQFXUUHQWO\ ZLWK WKH DQQXDO EXGJHW SURFHVV DQG EHFDXVH HDFK \
EHHQ HVWDEOLVKHG $V RI 'HFHPEHU WKH &RPSDQ\ KDV GHWHUPLQHG WKDW WKH |
DFFRUGIQRI®WRFN EDVHG FRPSHQVDWLRQ H[SHQVH KD\R EAHKHD HJ M/FHRQUAG M/GK D RW WAKK-H B B DIUZT
YHVWLQJ SULRU WR WKH JUDQW GDWH WKH DPRXQW Rl FRPSHQVDWLRQ FRVW WR EH UHF
RI WKH RSWLRQV ZLOO EH UHPHDVXUHG HDFK SHULRG XQWL O/ \URIFN € /WG BWH K DN QEVHMWEL R
UHFRJQL]HG ZLOO GHSHQG RQ WKH YDOXH Rl WKH VWRFN RSWLRQV ZKHQ DOO SHUIRUPDC

)
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DUH SUREDEOH RI EHLQJ DFKLHYH® VWRWVHIGSKQ M KIHV &RIP'$SHIFQP EH U WKH FXPXODWLY
FRVW UHODWLQJ WR WKHVH DZDUGV LV DSSUR[LPDWHO\ PLOOLRQ

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH
6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH IRU VWRFN RSWLRQ DZDUGV IRU WKH \HDUV |
WKRXVDQGV

Year ended December 31,
2016 2015 2014

&RVW RI UHYHQXHYV

6DOHYVY DQG PDUNHWLQJ
5S5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH

1RWH 'HILQHG FRQWULEXWLRQ SODQ

7KH &RPSDQ\ VSRQVRUV D GHILQHG FRQWULEXWLRQ UHWLUHPHQW SODQ WKH 30DQ

PDNHV PDWFKLQJ FRQWULEXWLRQV RI V FFIRIQDARKL E XPRN LR QHXIS PV8 R RN K HV ELLU X/ MVHANROR 6 MVGK\HD MVF

RlI HDFK Rl WKHVHPFEE@QWUHEXWLRQ XS WR WKHVEH[XH HANRPS3HKGHVEDMIRRAHHD WFKLQJ FRQV
WRWDOHG PLOOLRQ PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHG 'HFHPEHU

1RWH 5HODWHG SDUW\ WUDQVDFWLRQV

$V Rl 'HFHPEHU WKH &RPSDQ\ DFFUXHG IRU FRVWV Rl WKLUG SDUW\ OHJDO VH
&DSLWDO *URXGRWEHU VLIJQLILFDQ® W K B USNRERRIDEM 0 D U NIIHRMILQ U RODW L QJ W R QLKML R BHPESMOEMD
RWKHU FRUSRUDWH RWODWHRROWWBBFUXHG DW 'HFHPEHU ZHUH PLOOLRQ RI :
DQG PLOOLRQ ZHUH LQFOXGHG L QHRW® B F DWW ¥ WAK B V& B P SHDQY HKK® ® IQR PDWHULDO UHO
HQGHG 'HFHPEHU

1RWH *HRIJUDSKLF LQIRUPDWLRQ
5HYHQXH E\ UHJLRQ LV FODVVLILHG EDVHG FR QWKHDERMQQWKR I RR ORI IFQY WREDWH ¥V HW
UHYHQXH E\ JHRJUDSKLF UHJLRQ LQ WKRXVDQGV

Year ended December 31,
2016 2015 2014

8QLWHG 6WDWHV
,QWHUQDWLRQDO




Table of Contents

BLACKLINE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7KH IROORZLQJ WDEOH VHW\5 URISW ¥ WX KIHQ GRIPBDLBPHQW QHW E\ JHRJUDSKLF UHJLRQ

December 31,
2016 2015

8QLWHG 6WDWHYV
,QWHUQDWLRQDO

1R FRXQWULHYVY RXWVLGH WKH 8QLWHG 6 WDWHY UHSUHVHQWHG JUHDWH UWVWSXKWRS HUWNI
HTXLSPHQW LV ORFDWHG LQ WKH 8QLWHG 6WDWHYV

1RWH 8QDXGLWHG TXDUWHUO\ GDWD

7KH IROORZLQJ WDEOH VHWV IRUWK XQDXGLWHG TXDUWHUO\ FRQVROLGDWHG VWDW}F
HQGHG 'HFHPEHU 7KH &RPSDQ\ KDV SUHSDUHG WKH XQDXGLWHG TXDUWHUO\ FRQVI
ZLWK WKH DXGLWHG DQQXDO FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ,Q WKH RSLQLRC
DGMXVWPHQWY FRQVLVWLQJ RI QRUPDO DQG UHFXUULQJ DGMXVWPHQWY QHFHVVDU\ IRL

Quarter Ended
2016 2015
December 31, September 30, June 30, March 31, December 31, September 30, June 30, March 31,
(in thousands, except per share data)

SHYHQXHV

*URVV SURILW

1HW ORVV

1HW ORVV SHU VKDUH EDVLF DQG GLOXWHG
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BLACKLINE, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(in thousands)

March 31, December 31,
2017 2016
ASSETS
&XUUHQW DVVHWYV
&DVK DQG FDVK HTXLYDOHQWV
ODUNHWDEOH VHFXULWLHYV
$FFRXQWY UHFHLYDEOH QHW
'"HIHUUHG VDOHVY FRPPLVVLRQV
3UHSDLG H[SHQVHVY DQG RWKHU FXUUHQW DVVHWYV
TRWDO FXUUHQW DVVHWYV
&DSLWDOL]J]HG VRIWZDUH GHYHORSPHQW FRVWY QHW
B3URSHUW\ DQG HTXLSPHQW QHW
,OQWDQJLEOH DVVHWYV QHW
*RRGZLOO
2WKHU DVVHWYV

7TRWDO DVVHWYV

LIABILITIES AND STOCKHOLDERS’ EQUITY
&XUUHQW OLDELOLWLHYV
$FFRXQWYV SD\DEOH
$FFUXHG H[SHQVHY DQG RWKHU FXUUHQW OLDELOLWLHV
'"HIHUUHG UHYHQXH
6KRUW WHUP SRUWLRQ RI FRQWLQJHQW FRQVLGHUDWLRQ
7ZRWDO FXUUHQW OLDELOLWLHV
&RPPRQ VWRFN ZDUUDQW OLDELOLW\
&RQWLQJHQW FRQVLGHUDWLRQ
'"HIHUUHG WD[ OLDELOLWLHV QHW
'"HIHUUHG UHYHQXH QRQFXUUHQW
2WKHU ORQJ WHUP OLDELOLWLHV
7RWDO OLDELOLWLHYV
&RPPLWPHQWY DQG FRQWLQJHQFLHV 1RWH
BWRFNKROGHUV HTXLW\
&RPPRQ VWRFN
$GGLWSBREF®SLWDO
$FFXPXODWHG RWKHU FRPSUHKHQVLYH ORVV
$FFXPXODWHG GHILFLW
7ZRWDO VWRFNKROGHUV HTXLW\

7TRWDO OLDELOLWLHY DQG VWRFNKROGHUYV HTXLW\

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH XQDXGLWHG FR
)
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BLACKLINE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(in thousands, except per share data)

Three Months Ended
March 31,
2017 2016

5HYHQXHYV
BXEVFULSWLRQ DQG VXSSRUW
3URIHVVLRQDO VHUYLFHV
7ZRWDO UHYHQXHYV
&RVW RI UHYHQXHYV
6XEVFULSWLRQ DQG VXSSRUW
3URIHVVLRQDO VHUYLFHV
7ZRWDO FRVW RI UHYHQXHV
*URVV SURILW
2SHUDWLQJ H[SHQVHYV
6DOHV DQG PDUNHWLQJ
5SHVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
7ZRWDO RSHUDWLQJ H[SHQVHYV
/RVV IURP RSHUDWLRQV
2WKHU LQFRPH H[SHQVH
,QWHUHVW LQFRPH
,QWHUHVW H[SHQVH
&KDQJH LQ IDLU YDOXH RI WKH FRPPRQ VWRFN ZDUUDQW OLDELOLW\
2WKHU H[SHQVH QHW
/RVV EHIRUH LQFRPH WD[HV
%HQHILW IURP LQFRPH WD[HV
1HW ORVYV

1HW ORVYV SHU VKDUH EDVLF DQG GLOXWHG
:HLJKWHG DYHUDJH FRPPRQ VKDUHY RXWVWDQGLQJ EDVLF DQG GLOXWHG

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH XQDXGLWHG FR
)
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BLACKLINE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS (UNAUDITED)
(in thousands)

Three Months
Ended March 31,
2017 2016

1HW ORVV

2WKHU FRPSUHKHQVLYH LQFRPH
1HW FKDQJH LQ XQUHDOL]HG JDLQ RQ PDUNHWDEOH VHFXULWLHVY QHW RI WDJ[ RI

2WKHU FRPSUHKHQVLYH LQFRPH
&RPSUHKHQVLYH ORVV

7KH DFFRPSDQ\LQJ QRWHYVY DUH DQ LQWHJUDO SDUW RI WKHVH XQDXGLWHG FR
)
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BLACKLINE, INC.
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY (UNAUDITED)
(in thousands, except shares)

Common Stock Accumulated
- Additional Other
Shares Paid-in Comprehensive Accumulated
Outstanding Amount Capital Loss Deficit Total

%DODQFH DW 'HFHPEHU
$GMXVWPHQW IRU FKDQJH LQ DFFRXQWLQJ SROLF\ IRU
VWRFN RSWLRQ IRUIHLWXUHV
%DODQFH DW -DQXDU\
BWRFN RSWLRQ H[HUFLVHYV
6WRFN EDVHG FRPSHQVDWLRQ
2WKHU FRPSUHKHQVLYH LQFRPH
1HW ORVYV

%DODQFH DW ODUFK

7KH DFFRPSDQ\LQJ QRWHYVY DUH DQ LQWHJUDO SDUW RI WKHVH XQDXGLWHG FR
)
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BLACKLINE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in thousands)

Three Months Ended March 31,

2017

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
1HW ORVV

2016

$GMXVWPHQWY WR UHFRQFLOH QHW ORVV WR QHW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLF

'HSUHFLDWLRQ DQG DPRUWL]DWLRQ

$FFUHWLRQ RI GHEW GLVFRXQW DQG DFFUXDO RI SDLG LQ NLQG LQWHUHVW

&KDQJH LQ IDLU YDOXH RI FRPPRQ VWRFN ZDUUDQW OLDELOLW\
&KDQJH LQ IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDWLRQ
6WRFN EDVHG FRPSHQVDWLRQ

$FFUHWLRQ DPRUWL]DWLRQ RI SXUFKDVH GLVFRXQWY SUHPLXPV RQ PDUNHWDEOH VIt

'"HIHUUHG LQFRPH WD[HV
&KDQJHV LQ RSHUDWLQJ DVVHWY DQG OLDELOLWLHV
$FFRXQWY UHFHLYDEOH
'HIHUUHG VDOHVY FRPPLVVLRQV
BUHSDLG H[SHQVHV DQG RWKHU FXUUHQW DVVHWYV
2WKHU DVVHWYV
$FFRXQWY SD\DEOH
$FFUXHG H[SHQVHYVY DQG RWKHU FXUUHQW OLDELOLWLHV
'"HIHUUHG UHYHQXH
2ZWKHU ORQJ WHUP OLDELOLWLHV
1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHYV
&DVK IORZV IURP LQYHVWLQJ DFEWLYLWLHYV
URFHHGV IURP PDWXULWLHYVY RI PDUNHWDEOH VHFXULWLHYV
&DSLWDOL]JHG VRIWZDUH GHYHORSPHQW FRVWYV
3XUFKDVHV RI SURSHUW\ DQG HTXLSPHQW

1HW FDVK SURYLGHG E\ XVHG LQ LQYHVWLQJ DFWLYLWLHV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV
3URFHHGV IURP WHUP ORDQ QHW RI LVVXDQFH FRVWYV
3ULQFLSDO SD\PHQWVY RQ FDSLWDO OHDVH REOLJDWLRQYV
3D\PHQWV RI LQUWUDQJISKEVWF RI
3URFHHGV IURP H[HUFLVHV RI VWRFN RSWLRQV

1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ DFWLYLWLHYV
1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWV EHJLQQLQJ RI SHULRG

&DVK DQG FDVK HTXLYDOHQWV HQG RI SHULRG

7KH DFFRPSDQ\LQJ QRWHYVY DUH DQ LQWHJUDO SDUW RI WKHVH XQDXGLWHG FR

)



Table of Contents

BLACKLINE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
SUPPLEMENTAL CASH FLOW DISCLOSURE
(in thousands)

Three Months Ended
March 31,
2017 2016

1RQ FDIVRDQFLQJ DQG LQYHVWLQJ DFWLYLWLHYV

&DSLWDOL]HG VRIWZDUH GHYHORSPHQW FRVWYV LQFOXGHG LQ DFFRXQWY SD\DEOH DQ
FXUUHQW OLDELOLWLHV

3XUFKDVHV RI SURSHUW\ DQG HTXLSPHQW LQFOXGHG LQ DFFRXQWY SD\DEOH DQG DFF
OLDELOLWLHYV

6WRFN EDVHG FRPSHQVDWLRQ FDSLWDOL]HG IRU VRIWZDUH GHYHORSPHQW

'"HIHUUHMBURQJ FRVWV LQFOXGHG LQ DFFRXQWYV SD\DEOH DQG DFFUXHG H[SHQVHV DQG
7HUP ORDQ LVVXDQFH FRVWYV

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH XQDXGLWHG FR
)
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BlackLine, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

1RWH &RPSDQ\ RYHUYLHZ

%ODFN/LQH ,QF DQG LWV VXEVLGLDULHV WKH &RPSDQ\ RU %ODFN/LQH SURYLGH
6RIWZDUH DV D 6HUYLFH 6DWH¥ROXMHLRAVSDMDIEOH LWV FXVWRPHUV WR DGGUHVV YDULR?
LQFOXGLQJ DFFRXQW UHFRQFLOLDWLRQV YDULDQFH DQDO\VLV RI DFFRXQW EDODQFHV N\

7KH &RPSDQ\ LV KHDGTXDUWHUHG LQ /RV BFHWOHY &KD 6 DURU GUDND@FRRKDREGERQ 3DUL
JUDQNIXUW GNGERXUQH .XDOWWKABRDQGY 3RODQG GUIQLIBBRUH DQG 6RXWK

1RWH %DVLV Rl SUHVHQWDWLRQ VLJQLILFDQW DFFRXQWLQJ SROLFLHYVY DQG UHFHQWO\ 1|

7KH DFFRPSDQ\LQJ FRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZHUH SUH
DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD *$$3 IRU LQWHULP ILQDQFLDO LQIRUP
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHSDUHG LQ DFFRUGDQFH WKWK H $rSR KOGV EI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK WKH
LQ WKH $QQXDO 5HSRURW RMKIRURNFDO \HDU HQGHG 'HFHPEHU ILOHG ZLWK WKH 6(& |
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH XQDXGLWHG DQG KDYH EHHQ SUHSDUHG Fk
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG LQFOXGH LQ WKH RSLQLRQ RI PDQDJHPH!
IRU WKH IDLU VWDWHPHQW RI WKH FRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQW:'
ZDV GHULYHG IURP DXGLWHG ILQDQFLDO VWDWHPHQWY EXW GRKHVRGRWDIVYF@X G HVX®W & L
HQGHG ODUFK DUH QRW QHFHVVDULO\ LQGLFDWLYH RI WKH UHVXOWY H[SHFWHG IRL

8VH RI HVYWLPDWHYV

7KH SUHSDUDWLRQ RI FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLW
WKDWFRW WKH UHSRUWHG DPRXQWV RI DVVHWYVY DQG OLDELOLWLHY DQG WKH GLVFORVXUH
ILODQFLDO VWDWHPHQWY DQG WKH UHSRUWHG DPRXQWYV RI UHYHQXHYV DQG IHSHOQR P W&
HVWLPDWHYV

6LIJQLILFDQW $FFRXQWLQJ 3ROLFLHV

7KHUH KDYH EHHQ QR PDWHULDO FKDQJHV LQ WKH DFFRXQWLQJ SROLFLHV IURP WKR
WKH UHODWHG QRWHV LQFOXGHG LQ. WKHLRIQXRD WHEIRHW RQWRYPHQGHG O0DUFK W
VWRFN FRPSHQVDWLRQ JXLGDQFH DQG FKDQJHG LWV SROLF\ WR DFFRXQW IRU IRUIHLWXU
DZDUGV LQ WKH VWDWHPHQW Rl RSHUDWLRQV VXEMHFW WR WKH QHHG IRU D GHIHUUHG '
BURQRXQFHPHQWYV

5HFHQWO\ LVVXHG DFFRXQWLQJ VWDQGDUGYV

,Q 0D\ WKH )LQDQFLDO $FFRXQW606 6 MVDXGIBUL GROHUE UHODWHG WR UHYHQXH |
WKLV JXLGDQFH UHYHQXH LV UHFRJQL]HG ZKHQ SURPLVHG

)
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JRRGV RU VHUYLFHV DUH WUDQVIHUUHG WR FXVWRPHUV LQ DQ DPRXQW WKDW UHIOHFWYV
VHUYLFHV 7KH XSGDWHG VWDQGDUG ZLOO UHSODFH DOO H[LVWLQJ UHYHPWHYWHFQ QS MU
RI HLWKHU WKH UHW UR V SIHFWL WH RQ VEXWPDRMD WHW KREP6 YR WKHOG W R IGMKMILYY W IGHDWH WR -DQ X
HDUO\ DGRSWLRQ EHJLQQLQJ -DQXDU\ DQG 'HE HMEHEK S BONBBHG DPHQGPHQWYV WR WKH
WR UHSRUWLQJ UHYHQXH RQ D JURVV YHUVXV QHW EDVLV LGHQWLI\LQJ SHUIRUPDQFH RE
LPSURYHPHQWYV 7KH &RPSDQ\ ZLOO DGRSW WKH QHZ UHYHQXH JXLGDQFH LQ WKH ILUVW -
XVLQJ D IXOO UHWURVSHFWLYH RU PRGLILHG UHWURVSHFWLYH DSSURDFK 7KH &RPSDQ\ |
DUUDQJHPHQWY 7KH &RPSDQ\ FXUUHQWO\ EHOLHYHV WKDW WKH QHZ JXLGDQFH ZLOO LP¢
FRQWUDFW VXFK DV VDOHV FRPPLVVLRQV 7KH &RPSDQ\ JHQHUDOO\ GRHV QRW SD\ VDOH
QHZ UHYHQXH JXLGDQFH WKH VDOHV FRPPLVVLRQV ZLOO EH UHFRJQL]HXR R YAOUQ B Y GHEDKH
FXUUHQW JXLGDQFH 7KH QHZ JXLGDQFH LV DOVRDHSHFIMPG QWRVLWVSDN WFWKMRERRSDRQ W
JXLGDQFH DQG DOVR UHTXLUH LQFUHPHQMWWDKY 8 RQXHORY X D 8 YHPIHW WV &R BRPSDQ\ KDV Q
WKHVH FKDQJHV $GRSWLRQ RI WKLV VWDQGDUG ZVOEX DIOWHRY V HSTIXR FHHV M KIVQ WH VWAHP W R D G
UHYHQXH UHFRJQLWLRQ JXLGDQFH 7KH &RPSDQ\ LV LQ WKH SURFHVV RI LGHQWLI\LQJ VX

,Q JHEUXDU\ $6MKWVXHG QHZ JXLGDQFH ZKLFK VLJQLILFDQWO\ FKDQJHV WKH DFFR>
OHVVHH UHFRJQL]JH LQ WKH EDODQFH VKHHW D OLDELOLW)\ WIR] RN NFEI VB/KHEAY K FSDU PN & QYW L @/,
WKH XQGHUO\LQJ DVVHW IRU WKH OHDVH WHUP )RU OHDVHV ZLWK D WHUP RI PRQWKYV |
FODVV RI XQGHUO\LQJ DVVHW QRW WR UHFRJQL]H OHDVH DVVHWY DQG OHDVH OLDELOLWI
VXFK OHDVHV JHQHUDOO\ RQ D VWUDLJKW OLQH EDVLV RYHU WKH OHDVH WHUP )RU LQFR
UHTXLULQJ OHDVHVY WR EH FODVVLILHG DV HLWKHU RSHUDWLQJ RU ILQDQFLQJ 2SHUDWLC
LQ D IURQW ORDGHG H[SHQVH SDWWHUQ VLPLODU WR H[LVWLQJ FDSLWDO OHDVH JXLGDQ
WKH H[LVWLQJ GXDO PHWKRG ZKHUH FDVK SD\PHQWV IRU RSHUDWLQJ OHDVHV DUH UHIO}I
SD\PHQWV IRU ILQDQFH OHDVHV DUH UHIOHFWHG LQ FDVK IORZV IURP ILQDQFLQJ TKHNQME
JXLGDQFHHEWIHH IRU ILVFDO \HDUV EHJLQQLQJ DIWHU 'HFHPEHU DQG LQWHULP SHU
WKH UHFRJQLWLRQ DQG PHDVXUHPHQW RI OHDVHV DW WKH EHJLQQLQJ Rl WKH HDUOLHVW
WKH PRGLILHG UHWURVSHFWLYH DSSURDFK DOORZV DQ HQWLW\ WR XVH D QXPEHU RI SUL
&RPSDQ\ LV HYDOXDWLQJ WKH LPSDFW RI DGRSWLQJ WKLV JXLGDQFH RQ LWV FRQVROLGD
RSHUDWLQJ OHDVH FRPPLWPHQWY ZLOO EH UHFRUQIKWG R VX/RIEWMW B /R Q DG RS WH. OQ [RE LD K ¥

,Q ODUFK $OWKH\VVXHG QHZ JXLGDQFH WR VLPSOLI\ YDULRXV DVSHFWYV UHODWLQJ \
WD[ LPSDFWV WKH FODVVLILFDWLRQ RI H[FHVV WD[ EHQHILWYV RQ WKH VWDWHPHQW RI FI
FRPSHQVDWLRQ FODV VIKHFDW GRQ R EMAYBY IRU DQQXDO UHSRUWLQJ SHULRGV EHJLQQLQ.
SHULRGV ZLWKLQ WKR VKHD&QRPXIOD S BGRBGWHG WKLV JXLGDQFH GXULQJ WKH ILUVW TXDUW
&RPSDQ\ FKDQJHG DQ DFFRXQWLQJ SROLF\ WR DFFRXQW IRU IRUIHLW XU HAK H KHG MFKWH R R R
LQ SROLF\ LQFUHDVNGDWKXPXRPSMHB GH IL SIDW GFOG DGO \ELRQDMLOOLRQ DV RI -DQXDU\
UHTXLUHV WKH &RPSDQ\ WR UHFRUG
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RQ D SURVSHFWLYH EDVUWFWKHRLYMRPHN VEDVHG FRPSHQVDWLRQ DZDUGV LQ WKH LQFRPH
WD[ DVVHW YDOXDWLRQ DOORZDQFH FRQVLGHUDWLRQYKLRBKWHKIOOUHYFUWDY B ¥ROIDRGERPWE
SURYLVLRQ LQ WKH IXWXUH WR WKH H[WHQW WKDW WKH &RPSDQ\ LV DEOH WR UHDOL]JH W
EHQHILWY ZHUH UHFRUGHG DV DQ DGMXVWPHQW WR DFFXPXODWHG GHILFLW VXEMHFW W
DV RI -DQXDU\ 7KH &RPSDQ\ KDG PLOOLRQ RI QHW RSHUDWLQJ ORVVHV UHODWF
'"HFHPEHU ZKLFK ZHUH QRW UHFRUGHG DV GHIHUUHG WD[ DVVHWV $V WKH &RPSDQ\
DVVHWV WKH DGRSWLRQ RI WKLV JXLGDQFH GLG QRW LKQIDYQF DDRD WHMDWBHE HEWNFW RQ WKF

,Q -XQH SWWHLYVXHG JXLGDQFH ZKLFK UHTXLUHVY WKDW ILQDQFLDO DVVHWYV PHDV:
H[SHFWHG WR EH FROOHFWHG 7KLV JXLGDQFH D P HRYDVL QVIKEHO B\F FRRK WV IGHV | B Q & BEK® IF\WW DOVA
ZLWK FUHGLW GHWHULRUDWERQ Y HAHKIRUIXQGRDROHSHWIHRGY EHIJLQQLQJ DIWHU '"HFHPEHU
SHULRGVY (DUO\ DGRSWLRQ LV SHUPLWWHG IRU DQ\ LQWHULP RU DQQXDO SHULRG DIWHU
JXLGDQFH RQ LWV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

,Q IRYHPEHU $6MKWVXHG JXLGDQFH ZKLFK UHTXLUHV WKDW UHVWULFWHG FDVK DQ
DQG FDVK HTXLYDOHQWY ZKHQ UHFRQFLOLQJ WKH EHJLQQLQJ DQG HQGLQJ WRWDOIBPWX!
IRU ILVFDO \HDUV EHJLQQLQJ DIWHU 'HFHPEHU DQG LQWHULP SHULRGV ZLWKLQ WK
PHWKRG WR HDFK SHULRG SUHVHQWHG (DUO\ DGRSWLRQ LV SHUPLWWHG LQFOXGLQJ DG
DQ LQWHULP SHULRG DQ\ DGMXVWPHQWY VKRXOG EH UHIOHFWHG DV Rl WKH EHJLQQLQJ
UHVWULFWHG FDVK DV Rl ODUFK DQG 'HFHPEHU ZDV PLOOLRQ DQG WKHUH
D PDWHULDO LPSDFWVWRPRWNKR RRPEWROE VWDWHPHQWY RI FDVK IORZV

,Q )HEUXDU\ $6WKHWVXHG JXLGDQFH ZKLFK VLPSOLILHVY WKH VXEVHTXHQW PHDVXUHI
GHWHUPLQH JRRGZLOO LPSDLUPHQW E\ FDOFXODWLQJ WKH LPSOLHG IDLU YDOXH RI JRRG
OLDELOLWLHV DV LI WKDW UHSRUWLQJ XQLW KDG EHHQ DFTXLUHG LQ D EXVLQHVYV FRPEL!
LPSDLUPHQW WHVW E\ FRPSDULQJ WKH IDLU YDOXH RI D UHSRUWLQJ XQLW ZLWK LWV FDU
E\ ZKLFK WKH FDUU\LQJ DPRXQW HYFIHDH G VY IV & K HUWSHWZ W MQIJUHFIRWQL]HG ZRXOG QRW H[FHH
DOORFDWHG WR WKDW UHSBQ VWLQQN LX\Q LANR X$63G E RQ R IB@O U Q P RIPG\ WD[ BMIHGXFWLEOH JRRG
WKH UHSRUWLQJ XQLW ZKHQ PHDVXULQJ WKH JRRGZLOO LPSDLUPHQW ORVV LI DSSOLFDE
SHUIRUP WKH TXDOLWDWLYH DVVHVVPHQW IRU D UHSRUWLQJ XQLW W R7 KIHW HXULPAMMMHF W LIW/K
ILVFDO \HDUV EHJLQQLQJ DIWHU '"HFHPEHU DQG LQWHULP SHULRGV ZLWKLQ WKRVH
LPSDLUPHQW WHVWYVY SHUIRUPHG RQ WHVMIHQD GRSVYWHW\R Q | VIHWKDW IBUGDQFH LV QRW H[SHF
&RPSDWFRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

,Q ODUFK $EWKHM V)W XHG JXLGDQFH ZKLFK VKRUWHQV WKH DPRUWL]DWLRQ SHULRG IF
SUHPLXP 8QGHU WKLV QHZ JXLGDQFH DQ HQWLW\ ZRXOG VKRUWHQ WKH DPRUWL]DWLRQ
HIHFWLYH IRU DQQXDO SHULRGVY EHJLQQLQJ DIWHU 'HFHPEHU DQG LQWHULP SHULR
LQFOXGLQJ DGRSWLRQ LQ DQ LQWHULP SHULRG 7KH &RPSDQ\ KDV QRW GHWHUPLQHG WK

)
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1RWH ,QYHVWPHQWY LQ ODUNHWDEOH 6HFXULWLHYV
,QYHVWPHQWY LQ PDUNHWDEOH VHFXULWLHY SUHVHQWHG ZLWKLQ FXUUHQW DVVHWYV

March 31, 2017

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)
ODUNHWDEOH VHFXULWLHYV
8 6 UJHDVXU\ ERQGV
&RUSRUDWH %RQGV
&RPPHUFLDO SDSHU
$VVHW EDFNHG VHFXULWLHV
December 31, 2016
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)
ODUNHWDEOH VHEXULWLHV
8 6 UHDVXU\ ERQGV
&RUSRUDWH %YRQGV
&RPPHUFLDO SDSHU
$VVHW EDFNHG VHFXULWLHYV

*URVV UHDOL]HG JDLQVY DQG ORVVHV RQ PDUNHWDEOH VHFXULWLHY DQG QHW JDLQV
ORVV WR HDUQLQJY ZHUH QRW PDWHULDO IRU WKH WKUHH PRQWKY HQGHG ODUFK

7KH &RPSODRDUNHWDEOH VHFXULWLHY KDYH D FRQWUDFWXDO PDWXULW\ RI OHVV WKI
VHFXULWLHV E\ UHPDLQLQJZHRMHWIND FRAOMROZF DW XU LW\

March 31, 2017

Amortized Fair
Cost Value
(in thousands)
'XH LQ \HDU RU OHVV
'XH DIWHU \HDU WKURXJK \HDUV
December 31, 2016
Amortized Fair
Cost Value

(in thousands)
'XH LQ \HDU RU OHVV
'XH DIWHU \HDU WKURXJK \HDUV
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1RWH $FFUXHG H[SHQVHV DQG RWKHU FXUUHQW OLDELOLWLHYV
$FFUXHG H[SHQVHYVY DQG RWKHU FXUUHQW OLDELOLWLHV FRQVLVWHG RI WKH IROORZ

$FFUXHG VDODULHY DQG HPSOR\HH EHQHILWYV
$FFUXHG LQFRPH DQG RWKHU WD[HV SD\DEOH
6KRUW WHUP SRUWLRQ RI FDSLWDO OHDVH

$FFUXHG FRPPLVVLRQV WR WKLUG SDUW\ SDUWQHUV

$FFUXHG LQLWHDQ SIXERVW \R |

$FFUXHG SURIHVVLRQDO VHUYLFHV FRVWYV
6KRUW WHUP WHQDQW LPSURYHPHQW DOORZDQFH

2WKHU DFFUXHG H[SHQVHV

1RWH )DLU YDOXH PHDVXUHPHQWYV
$V RI ODUFK DQG '"HFHPEHU

March 31, December 31,
2017 2016

WKH FDUU\LQJ YDOXHV RI FDVK HTXLYDOHQV

DFFUXHG H[SHQVHYV DSSUR[LPDWH IDLU YDOXHV GXH WR WKH VKRUW WHUP QDWXUH RI V;

7KH IROORZLQJ WDEOH VXPPDIUWLJBQYM B HDRFSHMNWQA DQG OLDELOLWLHY PHDVXUHG DW |
DQG '"HFHPEHU E\ OHYHO ZLWKLQ)WEBQPLNOYDOVKHWMWL BQGUIRKADQFLDO OLDELOLW
RQ WKH ORZHVW OHYHO RI LQSXW WKDW LV VLIJQLILFDQW WR WKH IDLU YDOXH PHDVXUHP

&DVK HTXLYDOHQWYV
ORQH\ PDUNHW IXQGV
&RPPHUFLDO SDSHU
ODUNHWDEOH VHFXULWLHYV
8 6 UHDVXU\ ERQGYV
&RUSRUDWH ERQGYV
&RPPHUFLDO SDSHU
$VVHW EDFNHG VHFXULWLHYV
7RWDO DVVHWYV
/LDELOLWLHYV
&RPPRQ VWRFN ZDUUDQW OLDELOLW\
&RQWLQJHQW FRQVLGHUDWLRQ
7RWDO OLDELOLWLHYV

March 31, 2017

Level 1 Level 2 Level 3 Total
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December 31, 2016
Level 1 Level 2 Level 3 Total

&DVK HTXLYDOHQWYV
ORQH\ PDUNHW IXQGYV
ODUNHWDEOH VHFXULWLHV
8 6 UHDVXU\ ERQGYV
&RUSRUDWH ERQGV
&RPPHUFLDO SDSHU
$VVHW EDFNHG VHFXULWLHYV
7ZRWDO DVVHWYV
/JLDELOLWLHYV
&RPPRQ VWRFN ZDUUDQW OLDELOLW\
&RQWLQJHQW FRQVLGHUDWLRQ
7RWDO OLDELOLWLHYV

7TKHUH ZHUH QR FKDQJHV WR WKH YDOXDWLRQ WHFKQLTXHVY XVHG WR PHDVXUH DVVH
PRQWKY HQGHG ODUFK

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH FKDQJHV LQ WKH FRPPRQ VWRFN ZDUUDQW

WKH WKUHH PRQWKY HQGHG ODUFK DQG
Contingent Common Stock
Consideration Warrant Liability
)DLU YDOXH DV RI '"HFHPEHU
&KDQJH LQ IDLU YDOXH
)J)DLU YDOXH DV RI ODUFK
Contingent Common Stock
Consideration Warrant Liability

)DLU YDOXH DV RI '"HFHPEHU
&KDQJH LQ IDLU YDOXH
)J)DLU YDOXH DV RI ODUFK

1RWH &RPPLWPHQWY DQG FRQWLQJHQFLHV

2SHUDWLQJ /HIKHH&RPSDQ\ KDRYY DEDREKROBEDWLQJ OHDVHV IRU LWV FRUBIRWY DYKHH DI (
H[SLUH DW YDULRXV WLPHV WKURXJK &HUWDLQ OHDVH DJUHHPHQWY FRQWDLQ UHQHZ
&RPSDQ\ WR UHFHLYH D WHQDQW DOORZDQFH IURP WKH ODQGORUG 7KH &RPSDQ\ UHFRU!
DPRUWL]HY RQ D VWUDLJKW OLQH EDVLV DV D UHGXFWLRQ RI UHQW H[SHQVH RYHU WKH

&RQWLQIJHQW &RQVAGEHOWHRBDHU %ODFN/LQH 6\VWHPV ,QF ZDV DFRIXIDUHNG VEL
FROMXQFWLRQ ZLWK WKH $FTXLVLWLRQ RSWLRQ KROGHUV RI %YODFN/LQH 6\VWHPV ,(C
SD\PHQW HTXDO WR WKH DPRXQW RI FDOFXODWHG JDLQ OHVV DSSOLFDEOH H[SHQVH DQC
WKHLU FRPPRQ VKDUHYV DV SDUW RI WKH $FTXLVLWLRQ $V D FRQGLWLRQ RI WKH $

FRQVLGHUDWLRQ WR FHUWDLQ HTXLW\ KROGHUV LI WKH &RPSDQ\ UHDOL]JHV D WD[ EHQHIL
H[HUFLVHV FRQFXUUHQW ZLWK WKH $FTXLVLWLRQ 7KH PD[LPXP FRQWLQJHQW FDVK

)
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FRQVLGHUDWLRQ WR EH GLVWULEXWHG LV PLOOLRQ 7KH IDLU YDOXH RI WKH FRQWLQ
DQG '"HFHPEHU UHVSHFWLYHO\

[LWLIDWUWRP WLPH WR WLPH WKH &RPSDQ\ PD\ EHFRPH VXEMHFW WR OHJDO SURFHH
RI EXVLQHVV 7KH &RPSDQ\ LV QRW FXUUHQWO\ D SDUW\ WR DQ\ OHJDO SURFHHGLQJV QF
D PDWHULDOIHBWHRY W KHV&RPBIDFHVY UHVXOWV RI RSHUDWLRQV FDVK IORZV RU ILQDQF
XQIDYRUDEO\

,QGHPQLILFD@WMRKH RUGLQDU\ FRXUVH Rl EXVLQHVV WKH &RPSDQ\ PD\ SURYLGH LQG
YHQGRUV LQYHVWRUM FEIUWHEMNRK YH\WEHRW WR FHUWDLQ PDWWHUV LQFOXGLQJ EXW QR
DJUHHPHQWY VHUYLFHV WR EH SBRYIURPGLEDWMIOKW ERWEDQ\SURSHUW\ LQIULQJHPHQW FOL
LQGHPQLILFDWLRQ SURYLVLRQV PD\ VXUYLYH WHUPLQDWLRQ RI WKH XQGHUO\LQJ DJUHHF
&RPSDQ\ FRXOG EH UHTXLUHG WR PDNH XQGHU WKHVH LQGHPQLILFDWLRQ SURYLVLRQV P
DPRXQW RI IXWXUH SD\PHQWV WKH &RPSDQ\ FRXOG EH UHTXLUHG WR PDNH XQGHU WKHVF
QHYHU SDLG D PDWHULDO FODLP QRU KDV LW EHHQ VXHG LQ FRQQHFWLRQ ZLWK WKHVH

WKH &RPSDQ\ KDV QRW DFFUXHG D OLDELOLW\ IRU WKHVH LQGHPQLILFDWLRQ DUUDQ.
DQ\LQ FRQQHFWLRQ ZLWK WKHVH LQGHPQLILFDWLRQ DUUDQJHPHQWY LV QRW SUREDEOH

1RWH G6WRFN RSWLRQV
6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH IRU VWRFN RSWLRQ DZDUGV zZDV DV IROORZV

Three Months Ended March 31,
2017 2016

&RVW RI UHYHQXHYV

6DOHV DQG PDUNHWLQJ
5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH

1RWH ,QFRPH WD[HV

7KH &RPSDQ\ XVHBWLY HWD[ UDWH DSSURDFK IRU FDOFXODWLQJ LWV WD[ EHQHILW IF
HIHFWLYH WD[ UDWH IRU WKH WKUHH PRQW KN UHBGHGRPDVUKHK 8 6 IHEHUDOGYWDWXWRU\ UD
WD[HV QHW RI IHGHUDO EHQHILW WKH YDOXDWLRQ DOORZDQFH IRU 8 6H FMGN bDWDD QU® W'
PRQWKV HQGHG ODUFK IHURG IURBIWKH 8 6 IHGHUDO VWDWXWRU\ UDWH RI SULPDUI
EHQHILW IRUHLJQ WD[HVY DQG D YDOXDWLRQ DOORZDQFH RQ 6WDWH RI &DOLIRUQLD QHW
UHVXOW Rl WKH DEVRUSWLRQ Rl GHIHUUHG WD[ OLDELOLWLHY UHFRUGHG DV D UHVXOW Fk

7D[HV IRULQWHUQDWLRQDO RSHUDWLRQV ZHUH QRW PDWHULDO IRU WKH WKUHH PRQ

1RWH 1HW ORVV SHU VKDUH

%DVLF DQG GLOXWHG ORVV SHU VKDUH LV FDOFXODWHG E\ GLYLGLQJ QHW ORVV E\ W
$V WKH &RPSDQ\ KDV QHW ORVVHV IRU WKH SHULRGY SUHVHQWHG DOO SRWHQWLDOO\ GL
DUH DQWL GLOXWLYH
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$V RI ODUFK DQG WKH IROORZLQJ SRWHQWLDOO\ GLOXWLYH VKDUHV KDYH
VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUVY EHFDXVH WKH\ DUH DQWL GLOXWLYH

March 31
2017 2016

2SWLRQV WR SXUFKDVH FRPPRQ VWRFEN
&RPPRQ VWRFN ZDUUDQWYV
7RWDO VKDUHVY H[FOXGHG IURP QHW ORVV SHU VKDUH

1RWH %XVLQHVV FRPELQDWLRQV

2Q $XIXVW WKH &RPSDQ\ DFTXLUHG BDXDHEWRRHNUSORDRE®WQ ERBVHG SURYLGHU RI OLF
VRIWZDUH DQG LQWHJUDWLRQ IRU 6%$3 FXVWRPHUV RU 5XQERRN ZKLFK WKH &RPSDQ\ UH
5XQERRN $FTXLVLWLRQ ZDV WR HQKDQFH RXU SRVLWLRQ DV D OHDGLQJ SURYLGHU RI VRI
FXVWRPHUVY DQG VHFRQGDULO\ LW VXSSRUWV RXU (XURSHDQ H[SDQVLRQ VWUDWHJ\

7KH IROORZLQJ WDEOH SUHYXIQOWE LWKIHG SRIRSDRUPD LQIRUPDWLRQ IRU WKH WKUHH PF
DFTXLVLWLRQ RFFXUUHG RQ -DQXDU\ LQ WKRXVDQGYV

Three Months Ended
March 31, 2016
3UR IRUPD WRWDO UHYHQXHYV

3UR IRUPD QHW ORVYV
3UR IRUPD QHW ORVY SHU VKDUH EDVLF DQG GLOXWHG

7KH SUR IRUPD UHVXOWY UHIOHFW FHUWDLQ DGMXVWPHQWY IRU WKH GHSUHFLDWLR(
UHODWHG WD[ DGMXVWPHQWYVY 6XFK SUR IRUPD DPRXQWYV DUH QRW QHFHVVDULO\ LQGLFD
EHHQ FRPSOHWHG RQ WKH GDWH LQGLFDWHG QRU LV LW LQGLFDWLYH RI WKH IXWXUH RS

)
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6KDUHYV

BlackLine, Inc.
&RPPRQ 6WRFN

SHU VKDUH

M BLACKLINE

Goldman Sachs & Co. LLC
Pacific Crest Securities

a division of KeyBanc Capital Markets

35263(&786

Raymond James William Blair

J.P. Morgan
JMP Securities
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PART II
INFORMATION NOT REQUIRED IN THE PROSPECTUS

,2WHP 2WKHU ([SHQVHV RI ,VVXDQFH DQG 'LVWULEXWLRQ

(VWLPDWHG FRVWY DQG H[SHQVHVY RWKHU WKDQ XQGHUZULWLQJ GLVFRXQWYV DQG FF
FRPPRQ VWRFN EHLQJ UHJLVWHUHG XQGHU WKLV UHJLVWUDWLRQ VWDWHPHQW DUH DV IR

Amount to be
Paid
6(& UHJLVWUDWLRQ IHH
),15%$ ILOLQJ IHH
([FKDQJH OLVWLQJ IHH
3ULQWLQJ DQG HQJUDYLQJ
/HIDO IHHV DQG H[SHQVHYV
$FFRXQWLQJ IHHV DQG H[SHQVHV
7UDQVIHU DJHQW DQG UHJLVWUDU IHHV
OLVFHOODQHRXV IHHY DQG H[SHQVHYV

7TRWDO

7R EH FRPSOHWHG E\ DPHQGPHQW

,2WHP ,QGHPQLILFDWLRQ RILAHUHWFWRUY DQG 21

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ FRQWDLQV SURYLYV
&RUSRUDWLRQ /DZ RI WKH 6WDWH RI '"HODZDUH WKH SHUVYREHIO/ ORDERRPQMWW RU\RG D POLIWLHNE
ILGXFLDU\ GXWLHV DMBUYHEWR DWHQGRIG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDW
PXVW LQGHPQLI\ RXU GLUHRARWRHUJUW DDQEIEGGHBFXKWEMR RUIN RXU HPSOR\HHVY DQG RWKHU DJHQ\
*HQHUDO &RUSRUDWLRQ /DZ RI WKH 6WDWH RI '"HODZDUH

6HFWLRQ RI WKH *HQHUDO &RUSRUDWLRQ /DZ RI WKH 6WDWH RI '"HODZDUH SURYLG
WR DQ DFWLRQ E\ UHDVRQ RI WKH IDFWH W XW LKFHHHBRUB O R+H EDR/UDDGHQMF RIRWKH FRUSRUDW I
UHTXHVW RI D FRUSRUDWLRQ DJDLQVW H[SHQVHV LQFOXGLQJ DWWRUQH\V IHHV MXGJP
LQFXUUHG E\ KLP RU KHU LQ FRQQHFWLRQ ZLWK VXFK DFWLRQ LI KH RU VKH DFWHG LQ JFk
RSSRVHG WR WKH EHVW LOQWHUHVWYV RI WKH FRUSRUDWLRQ DQG ZLWK UHVSHFW WR DQ\
KHU FRQGXFW ZDV XQODZIXO H[FHSW WKDW LQ WKH FDVH RI DQ DFWLRQ E\ RU LQ ULJKW
UHVSHFW RI DQ\ FODLP DV WR ZKLFK VXFK SHUVRQ LV DGMXGJHG WR EH OLDEOH WR WKH

*H KDYH HQWHUHG LQWR LQGHPQLILFDWLRQ DJUHHIRAEAWY ZIOQVKGRN W GR QHFR/ RAUKH D.Q
RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH Rl LQFRUSRUDWLRQ DQG DPHQGHG DQG UH)
DQ\ QHZ GLUHFWRUV IR@BW[HRXWKMH »>XRW X UH

:H KDYH SXUFKDVHG DQG LOQWHQG WR PDLQWDLQ LQVXUDQFH RQ EHKDOI RI HIDFHKUNQ
DJDLQVW DQ\ ORVV DULVLQJ IURP DQ\ FODLP DVVHUWHG DJDLQVW KLP RUEKHEW QR LRKHXW
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7KH 8QGHUZULWLQJ $JUHHPHQW ([KLELW KHUHWR SURYLGHV IRU LQGHR@HIU ¥ DD/ML
GLUHFWRUV IRU FHUWDLQ OLDELOLWLHYVY LQFOXGLQJ OLDELOLWLHYV DULVLQJ XQGHU WKH

6HH DOVR WKH XQGHUWDNLQJY VHW RXW LQ UHVSRQVH WR ,WHP KHUHLQ

,2WHP 5HFHQW 6DOHV RI 8QUHIJLVWHUHG 6HFXULWLHYV
JURP -DQXDU\ WKURXJK 0D\ ZH KDYH PDGH WKH IROORZLQJ VDOHV RI XQU

&RPPRQ 6WRFN ,VVXDQFHV

2Q 2ZFWREHU ZH LVVXHG VKDUHV RI RXU FRPPRQ VWRFN WR RQH LQYHVW
SURFHHGV RI

,Q 6HSWHPEHU ZH LVVXHG VKDUHV RI RXU FRPPRQ VWRFN WR 5XQERRN HPS
SURFHHGV RI

2SWLRQ 30DQ *UDQWYV DQG ([HUFLVHV

6LQFH -DQXDU\ WKURXJK WKH ILOLQJ RI RX4J RJRFWREWURQ 6W D WH BHQ BMRHG) ¥

GLUHFWRUVY HPSOR\HHV FRQVXOWDQWY DQG RWKHU VHUYLFH SURYLGHUYV RSWLRQV WR

(TXLW\ ,QFHQWLYH 30DQ DW H[HUFLVH SULFHV UDQJLQJ IURP WR SHU VKDUH

RI FRPPRQ VWRFN ZHUHR®ODYMSORWRPAPWARIY DW H[HUFLVH SULFHV RI DQG SHU V

VKDUHV RI FRPPRQ VWRFN ZHUH JUDQWHG WR IRXU H[HFXWLYHVY DW H[HUFLVH SUL

SXUFKDVH VKDUHV RI FRPPRQ VWRFN ZHUH JUDQWHG WR RWKHU HPSOR\HHV DQ
SHU VKDUH

6LQFH -DQXDU\ WKURXJK WKH ILOLQJ RI RXaJ RJRLFWREWURQ 6WDWH RN §WHRQD)F
HPSOR\HHV DQG FRQVXOWDQWY DQG RWKHU VHUYLFH SURYLGHUV DQ DJJUHJDWH RI
(TXLW\ ,QFHQWLYH 30DQ DW D ZHLJKWHG DYHUDJH H[HUFLVH SULFH RI SHU VKDUF

1RQH RI WKH IRUHJRLQJ WUDQVDFWLRQV LQYROYHG DQ\ XQGHUZULWHUWUXQGHUZUL\

7KHIRIUV VDOHYV DQG LVVXDQFHV RI WKH VHFXULWLHV GHVFULEHG LQ WKLV ,WHP Z
$FW XQGHU HLWKHU 5XOH SURP X0 JDW HEU X @GHU WDKOHH 8 HRA XWUH. RWKUH WS FHW BX URIXD QW V
DQG FRQWUDFWV UHODWLQJ WR FRPSHQVDWLRQ LQ FRPSOLDQFH ZLWK 5XOH RU 6HF
LQYROYLQJ DIHUDEIO ZTKIRIUHFLSLHQWY RI VHFXULWLHV LQ HDFK Rl WKHVH WUDQVDFWLRC
LQYHVWPHQW RQO\ DQG QRW ZLWK D YLHZ WR RU IRU VDOH LQ FRQQHFWLRIQ[BIGNK FD &/\K & L
FHUWLILFDWHY DQG LQVWUXPHQWY LVVXHG LQ VXFK WUDQVDFWLRQV $00 UHFLSLHQWV
DERXW XV
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,7(0 (;+,%,76 $1' ), 1$1&SF( BT 7 6&+('8/(6
D ([KLELWV

6HH WKH ([KLELW ,QGH[ LPPHGLDWHO\ IROORZLQJ WKH VLIJQDWXUH SDJH KHUHWR IRU
JRUP 6 ZKLFK ([KLELW ,QGH[ LV LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH

E )LQDQFLDO 6WDWHPHQW 6FKHGXOHYV

JLQDQFLDO 6WDWHPHQW 6FKHGXOHV KDYH EHHQ RPLWWHG DV LQIRUPDWLRQ UHTXLU
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH UHODWHG QRWHYV

,7(0 81'(8$.,1*6

7KH XQGHUVLIJQHG UHJLVWUDQW KHUHE\ XQGHUWDNHY WR SURYLGH WR WKH XQGHUZ
FHUWLILFDWHY LQ VXFK GHQRPLQDWLRQVY DQG UHJLVWHUHG LQ VXFK QDPHYV DV UHTXLUH

,QVRIDU DV LQGHPQLILFDWLRQ IRU OLDELOLWLHY DULVLQJ XQ GLHFWB WK B GG FRIOLMLRI® ¢
UHJLVWUDQW SXUVXDQW WR WKH IRUHJRLQJ SURYLVLRQV RU RWKHUZLVH WKH UHJLVWU
&RPPLVVLRQ VXFK LQGHPQLILFDWLRQ LV DJDLQVW SXEOLF SROLF\ DV H[SUHVVHG LQ WKH
FODLP IRU LQGHPQLILFDWLRQ DJDLQVW VXFK OLDELOLWLHV RWKHU WKDQ WKH 8DFMHHQRW
FRQWUROOLQJ SHUVRQ RI WKH UHJLVWUDQW LQ WKH VXFFHVVIXO GHIHQVHRRF B Q\RLFRR®)
SHUVRQ LQ FRQQHFWLRQ ZLWK WKH VHFXULWLHV EHLQJ UHJLVWHUHG WKH UHJLVWUDQW
FRQWUROOLQJ SUHFHGHQW VXEPLW WR D FRXUW Rl DSSURSULDWH MXULVGLFWLRQ WKH
H[SUHVVHG LQ WKH 6HFXULWLHV $FW DQG ZLOO EH JRYHUQHG E\ WKH ILQDO DGMXGLFDW!|

JRU SXUSRVHV RI GHWHUPLQLQJ DQ\ OLDELOLW\ XQGHU WKH 6HFXULWLHV $FW WK
UHJLVWUDWLRQ VWDWHPHQW LQ UHOLDQFH XSRQ 5XOH $ DQG FRQWDLQHG LQ D IRUP R
K XQGHU WKH 6HFXULWLHV $FW VKDOO EH GHHPHG WR EH SDUW Rl WKHFWJILHH VWUDWL

JRU WKH SXUSRVH Rl GHWHUPLQLQJ DQ\ OLDELOLMAWGIHDP\N R 16 F5HIEG WUW W D WV FRRIW
VKDOO EH GHHPHG WR EH D QHZ UHJLVWUDWLR QH VWG WHRHQWIG BIDE@BVRMENHXVR R WHFX 0 i AX WL
GHHPHG WR EH WKH LHW ICDJOWKRIQUMH RUGH R
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SIGNATURES

3IXUVXDQW WR WKH UHTXLUHPHQWY RI WKH 6HFXULWLHV $FW RI WKH UHJLVWUDQ
EHKDOI E\ WKH XQGHUVLIJQHG WKHUHXQWRRGXD®\QBXWIKROM |B® DMWH WK BOWRRQLD RQ OC

BlackLine, Inc.
%\ V 7 KHUXRNMHHT

I1DPH 7KHUHXHNHU
TLWORKKLHI ([HFXIWEMH 21

POWER OF ATTORNEY

(DFK SHUVRQ ZKRVH VLJQDWXUH DSSHDUV EHORZ KH UFEN HAR Q @'W LOMX)\M HAD D @Y G QD SBARLLC
VXFK SHWUWRQXH DQIBNVOMRAURE\DQG® DDARYWY ZLWK IXO0 SRZHU RI VXEVWLWXWLRQ DQG UHV
IRU VXFK SHUVRQ DQOG/LODVPMNFISGBIHNP@G VWHDG DQG WR H[HFXWH LQ WKH QDPH DQG RQ
FDSDFLW\ VWDWMHEG EROR@H WKLV 5HJLYRWD GRIR®G CDFNWHPAHQWFR® QG DQ\ RU DOO DRRAWGY
DPHQGPHQWY WKHUHWR DQG DQ\ UHJLVW U D WH B QQV VWNVWHRIHQ BH U H\OVD WD \Y 1 RAR 6 W 0 MHd BB €
SXUVXDQW WR 5XOH E XQGHU WKH 6HFXULWLHY $FW DQG WR ILOH WKH VDPH ZLWK DC
WKH 6HFXULWLHY DQG ([FKDQJH &R P PRW WRRIQQ H\YQIEALDFYNYW R ® HD FK RI WKHP 1X0OO SF
SHUIRUP HDFK DQG HYHU\ DFW DQG WKLQJ UHTXLVLWH RU QHFHVVDU\ WR EH GRQH LQ DQ
DWWRUQH\DQ® DDHYWY RU DQ\ RI WKHP RU WKHLU VXEVWLWXWH RU VXEVWLWXWHV PD\

3IXUVXDQW WR WKH UHTXLUHPHQWYV RI WKH 6HFXULWLHV $FW RI

WKLV UHJLVWUD'
FDSDFLWLHY DQG RQ WKH GDWHV LQGLFDWHG EHORZ

Signature Title Date

V. 7KHUXMAHHTD 'LUHFWRU DQG &KLHUFHMFXWLYH 21

0D\
7KHUHXFNHU 3ULQFLSDO ([HFXWLYH 21

V ODUN 3DUWLQ &KLHI )LQDRQFHLO 21

ODUN 3DUWLQ 3ULQFLSDO )LIGFIM@FLDO 21 0D\
V 3DWUQB®QRYD &RQWUROOHU 0D\
3DWULPMODQRYD 3ULQFLSDO $FHEXQWLQJ 21
V -DVRQ %DEFRNH

-DVRQ %DEFRNH 'LUHFWRU 0D\

V -RKQ %UHQQDQ

-RKQ %UHQQDQ '"LUHFWRU 0D\
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Signature

Title

Date

V LOOLIDRVKULI
LOOLDRA WKLI

V +ROOLH +D\QHV
+ROOLH +D\QHV

V *UDKDP 6PLWK
*UDKDP 6PLWK

V ODULR 6SDQLFFLDWL
ODULR 6SDQLFFLDWL

V 7KRPDV 8QWHUPDQ
7KRPDV 8QWHUPDQ

‘LUHFWRU

‘LUHFWRU

‘LUHFWRU

‘LUHFWRU

‘LUHFWRU

0D\

0D\

0D\

0D\

0D\



Table of Contents

Exhibit

Number

Exhibit Index
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Filing
Description Form File No. Exhibit Date
JRUP RI 8QGHUZULWLQJ $JUHHPHQW
$JUHHPHQW DQG 30EQ IRQ®@HWPRIAN 6/6 WUHH]JH +RGGLQJV ,QF 6HSWHPEHU

6/6 %UHH]H ,QWHUPHGLDWH +ROGLQJV ,QF 6/6 %UHH]H OHUJHU 6XE ,QF DQG
%ODFN/LQH 6\WWHPV ,QF GDWHG DV RI $XJIXVW

&HUWLILFDWH Rl $PHQGPHQW WR WKH 6HFRQG $PMHQ®HG DQG 5HVWDWRG6WRBHNULILF
Rl ,QFRUSRUDWLRQ R Il WVRWLREA B \RUUIRLWHIU VHH VW RF N

VSOLW
$PHQGHG DQG 5HVWDWHG &HUWLILFDWH RI ,QFRUSRUDWLRQ RI WKH 5HIAHREHIQ W
$PHQGHG DQG 5HVWDWHG %\ODZV RI WKH 5HIJLVWUBDQW '"HFHPEHU
6SHFLPHQ &RPPRQ 6WRFN &HUWLILFDWH RI WKH &&RPSDQ\ 6HSWHPEHU

$PHQGHG DQG 5HVWDWHG 6WRFNKROGHUV $JUHHPHQW E\ DQG DPRQJHWKHREHU
5HILVWUDQW 6LOYHU /DNH 6 XRHNKXU ,FRQ LOD WKRHUHVH 7
6SDQLFFLDWL

$PHQGHG DQG 5HVWDWHG 5HIJLVWUDWLRQ 5LJKWV $9JUHHPHQW E\ DQGHFPIR@HWKH
5HILVWUDQW 6LOYHU /DNH 6 XRHNKXU ,FRQ LOD WKRHUHVH 7
6SDQLFFLDWL

: DUUDQW WR 3XUFKDVH 6 WRENHKERGWLGESHWLRQBDUWQHUV /3 6HSWHPEHU
GDWHG DV Rl 6HSWHPEHU

: DUUDQW WR 3XUFKDVHQ&MREN XP QSSRUWXQLWLEBY )XQG 9, //& 6HSWHPEHU
GDWHG DV Rl 6HSWHPEHU

: DUUDQW WR 3XUFKDVHO®MREN XM 68 @\RU /RDQ )BQG ,, /3 6HSWHPEHU
GDWHG DV Rl 6HSWHPEHU

:DUUDQW WR 3XUFKDVHO&MREN XM 68 @\RU /RDQ 689 ,,, //& 6HSWHPEHU
GDWHG DV RI 6HSWHPEHU

: DUUDQW WR 3XUFKDVHQ&MREN XP 68 E\RID WRBQ )BQG 6HSWHPEHU

GDWHG DV RI 6HSWHPEHU

6XEVFULSWLRQ $JUHHPHQW E\ DQG EHWZHHQ WK6 &RPSDQ\ DQG ,FR QLH'S VGHDR\EHHG) D\
RI 2FWREHU

2SLQLRQ RI :LOVRQ 6RQVLQL *RRGULFK 5RVDWL 3URIHVVLRQDO &RUSRUDWLRQ

6RIWZDUH '"HYHORSPHQW &RRSHUDWLRQ $JUHHPH®W E\ DQG EHWZHHGHBKNKHPEHU
&RPSDQ\ DQG 6$IHBWLHIH DV RI 2FWREHU

(TXLW\ ,QFHQWLYH 30DQ DQG IRUP RI HTXLW\ ®JUHHPHQWY WKHUHBXSGHWPEHU
$PHQGPHQW 1R WR WKH (TXLW\ ,QFHQWLYH BODQ 6HSWHPEHU
$PHQGPHQW 1R WR WKH (TXLW\ ,QFHQWLYH BODQ 6HSWHPEHU
$PHQGPHQW 1R WR WKH (TXLW\ ,QFHQWLYH BODQ 6HSWHPEHU
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Exhibit

Number

Incorporated by Reference

Filing
Description Form File No. Exhibit Date
(TXLW\ ,QFHQWLYH 30DQ DQG WKH IRUP RI HTXeW%$DZDUG DJUHHPHQRMWRWKHUH X
(PSOR\HH ,QFHQWLYH &RPSHQVDWLRQ 30DQ RI WKKB &RPSDQ\ 6HSWHPEHU
JRUP RI ([HFXWRNY BRQXYV 30DQ 6 6HSWHPEHU
JRUP RI &KDQJH RI &RQWURO DQG 6HYHUDQFH 3ROBF\ 6HSWHPEHU

([HFXWLYH (PSOR\PHQW $JUHHPHQW E\ DQG EHWZIBHQ WKH 5HJLVW UD&HS DB BEHUH U
7XFNHHHFWLYH DV Rl -DQXDU\

&KLHI ([HFXIWWEMH 2&(2 %RQXV 30DQ E\ DQG EHWZHHQ WKH &RPSD@HSWHPEHU
DQG 7TKHXHMHEGDWHG DV RI )HEUXDU\

(PSOR\PHQHW ZHVEWBQG EHWZHHQ WKH &RPSDQ\ DQ6 .DUROH ORUJDQ 6HSWHPEHU
3UDJHADWHG DV RI 0D\

&KLHI /HIDPHMI &/2 %RQXV 30DQ E\ DQG EHWZBHQ WKH &RPSDQ\ BGWHPEHU
.DUROH ORUJD@GBWMHIBHDV RI '"HFHPEHU

&RQILUPDWRUNHZEWBQG EHWZHHQ WKH 5HIJLVWUDQW DQG .DUROH ORUBMH@GWHPEHU
3UDJHBDWHG DV RI 6HSWHPEHU

(PSOR\PHHWW ZHVEWBQG EHWZHHQ WKH &RPSDQ\ DQ& ODUN 3DUWLQ GDHBWBWHPEHU
DV RI " HFHPEHU

&RQILUPDWRUNMHZEWBQG EHWZHHQ WKH 5HIJLVWUDQW DQG ODUN 3DUWLQH SWMRESH U
DV RI 6HSWHPEHU

&RQILUPDWRUNMHIEWBQG EHWZHHQ WKH 5HIJLVWUDQW DQG &KULV 0XUSKHSWHPEHU
GDWHG DV RI 6HSWHPEHU

JRUP RI ,QGHPQLILFDWLRQ $JUHHPHQW EHWZHHQ WKH 5HILVWUDQW D QSMWMHPKE IRU LV
GLUHFWRUV DQGLRAHWUARXWLYH RI

S5HVWULFWLYH &RYHQDQW $JUHHPHQW E\ DQG EHWZHHQ WKH &RPSD Q6 HS¥EHPHEHRWH V
7TXFNHGDWHG DV RI $XIXVW

5HVWULFWLYH &RYHQDQW $JUHHPHQW E\ DQG EHWZHHQ WKH &RPSD Q& HDS)YGEHPEWIUR
6SDQLFFLDWL GDWHG DV RI $XJIJXVW

2ILFH /HDVH E\ DQG EHWZHHQ WKH &RPSDQ\ DQG '®XJODV (PPHW G§HEWHPEHU
GDWHG 1RYHPEHU

JLUVW $PHQGRHRMW/WIRVHI E\ DQG EHWZHHQ WKH &R6PSDQ\ DQG 'RXJODBYHSWHPEHU
(PPHWW /1& GDWHG $XJIJXVW

6HFRQG $PHQGPIHEDMW /WRVH E\ DQG EHWZHHQ WKH &RPSDQ\ DQG 6HSWHPEHU
'"RXJODV (PPHWW //& GDWHG 'HFHPEHU

7KLUG $PHQGPIHEW /WBVH E\ DQG EHWZHHQ WKH &BPSDQ\ DQG 'RXJOD6/HSWHPEHU
(PPHWW //1& GDWHG -XQH
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Exhibit Filing
Number Description Form File No. Exhibit Date
JRXUWK $PHQGPHHW/ MMR/BRlI E\ DQG EHWZHHQ WKH &&RPSDQ\ DQG 'RXJOHDS WHPEHU
(PPHWW /1& GDWHG -DQXDU\

/ILVW RI VXEVLGLDULHV RI WKH &RPSDQ\
&RQVHQW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP

&RQVHQW RI :LOVRQ 6RQVLQL *RRGULFK 5RVDWL 3URIHVVLRQDO &RUSRUDWLRQ
LQ ([KLELW

&RQVHQW RI JURVW 6X0OOLYDQ
3RZHU Rl $WWRUQH\ LQFOXGHG RQ VLJQDWXUH SDJH WR WKLV SURVSHFWXYV
,16 :%5/ ,QVWDQFH 'RFXPHQW
6&+ :%5/ D[RQRP\ ([WHQVLRQ 6FKHPD 'RFXPHQW
&$/ %5/ D[RQRP\ ((WHQVLRQ &DOFXODWLRQ /LQNEDVH 'RFXPHQW
‘() %5/ D[RQRP\ ([WHQVLRQ 'HILQLWLRQ /LQNEDVH 'RFXPHQW
/$% %5/ BD[RQRP\ ((WHQVLRQ /DEHO /LQNEDVH 'RFXPHQW
35( %5/ D[RQRP\ ((WHQVLRQ 3UHVHQWDWLRQ /LQNEDVH 'RFXPHQW
3RUWLRQV RI WKLV H[KLELW KDYH EHHQ RPLWWHG SXUVXDQW WR FRQILGHQWLDO WU
BHFXULWLHV DQG ([FKDQJH &RPPLVVLRQ

7R EH ILOHG E\ DPHQGPHQW
,QGLFDWHV PDQDJHPHQW FRQWUDFW RU FRPSHQVDWRU\ SODQ



Name of Subsidiary

%DFN LGH, QMP HADM ,F
%DFN LGHE\ WPV, GF
%OFN IGH&O // &

YDA [CH&RRS / | &
SXERRNERP S &
%DFN LGHE\ P V3W/ \B
%DFN LGHE\ WPV / \B
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5 X@ERRN&RP S0 90
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LIST OF SUBSIDIARIES OF THE COMPANY

Exhibit 21.1

Jurisdiction of Incorporation
' HZ DH

' HY DH

' HZ DH

' HOZ DH

' HOY DH

$ XVDID
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

© HKHIE FRQHAR \WHXVHLQWLY'S HILADNRQG\BMP HONRD) RP 6 R 96DAN LGH ,F R RUWERWEDMG0 DK UG \R\KHI LCDGADD
KDAP HQIV Z KLFK DSSHILYLQVXK 5 HILVADARQ 6\BARP HQA: - HDOR FRQHAR WHUH HHIPHR XVXQEHMWHKHDAQ) ([ SHW LOKRK 5 HIDARQB\BAP HQV
V 3UFHZ DMKRAFRRRSHY/ / 3

/ RV$ QHBV &DURGQD
0D



Exhibit 23.3
$ 3O

YOANICH |, (F
9IRRY YRXGYDEG W) GRU
: RRGDOG+ LY &DNRAD

/ DAHVDG* HQ@P D

D H)YWRW 6XAYDRR ) BRU  9X@Q &KNWZ IANYSMCHV3DN &KMVZ IN+ LIK5 RDG / RIRQ: <) SQWG. IQARP XQEHWNGWDN
Y%DAN ICH ,(F WH Company  SOQV\RILBGIDUH MADNRQWEMAP HONRQ) RP 6 WH Registration Statement  Z M \KHG6H-XUMWYDQG( [ AKDQIH
&RPPIMWRQ WHSEC  LQFRQHANRQZ DK IWSIRSRHGIRTZ RQRIHICY \WH Proposed Offering

» HKHHBR ARQHOAR L WHUH HHA\RRAUEPH L IGFOMRQR LQRIP DINRQ AW DG WP HOWVIURP DG UH HHAHVAR RAUSUWHEDUIDNRQOR \KH
UHBRYWY®G * GEDO7 RUCH GAWE®RIO DNHN7$0 ) RHFDWBURMAW $ WHMQ) WH3RMW0D DNANVRUEXUWH/YEDANICH ,(F 3URGFWDG HD) HB
2 SSRIQW 9 DOHI RUBUIRGFWILQ' HYHBSP HQVDGOQ VXEVHDXHAIP HXAP HQV \WH Industry Report DG UL \WHWEBINP HOVIQ\XEWERQADD \WHIRP
VHNRXWWOQ\WH6 FKHXGIKHIAR. D/Z HODVWHRMBNROR WH, QXY 5 FBRWQ\KHS HIMADNRQ 6B HOADQGDQ 0P HIGP HOVWHIAR LODQ RKHJIXAMUH
INAQIVZ W WHE( & B WHERP S0 LQLOWNMNRCDODG UHMOURDG\KRZ VDG RKHUCRRMWY LOFRQUHANRQ Z W WH3URSRHG2 |1 HUQ) DOGLORKH
SXETAW P DMIDY1QFRHANRQZ W WH3URSRHG2 1 THUQ)

T HKHIE FROHQARWHILOQ) R KLY GIWKUIDYDQH KLELVWR\WHS HILADNRG\BAP HOA:  HI XURHUFRQHARWWHUH HMPHR RXUILLP - XQGHWH
FOSMRY 0 DUNHADGG, QO * DI LOWWHS HIMADNRG\BMAP HQADYCANY [Q\KHFDECAW R DQH SHWWQUAIMRQ\R \WHSUHEDDNROR \KH, QBN 5 HBRW
DG \KHP DY GVPAMG\WWHHOQ
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Schedule

$ FFRAQ \RDWG ZHFRP P IMIRHGZ W) IRW 6XAVIQ 1Q  WHHZ HHP RIHWDQ FRSRIDMRIDG] DARY/IQ1 RWS P HIFDDQGP RIHWDD
Z RO | GHWDNDHLQRXUDBAHACEBIP DUNZ W BYHHV/JWDMMDY P LARY $ FRAQ WR) IRW  6XAYDQ WHHARP SDQH/HP SR RYHU
P LARQOAFRXQMY) DG LDFHSHYRQGOZ IWRYHU P LARQLQ1 RW$ P HIFDDIXH DOR Z KRP FRXG EHSRMMIOVHYR RAUR\E DHSDIRP
YDHGROLWDRHAP HYWR WHQ® EHUR FRISRUDMRIDQ] DIRQY DRARXQIY) DG | LDGRHSHYRQH) GEDD DQG FHWBQDWAXP SIRY/UHIDEQ) SUAQ) R RU
SIRGEN ) LRIV 6XAYDQHAP DMAKDNRXURBCDGEMAEGIP DAY ZDV  HARQIQIRWS$PHIDDG  BTRQLQ( XURSH $ MD3DAILF DG
/ DMD$ P HIFD DQGLVH SHAMG\RJURZ \R DJ EDORBCDCAHALEGIP DNHAR HARQR



