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One Tribology Center

Oxford, Connecticut 06478




July 24, 2025


To our stockholders:

You are cordially invited to attend the RBC Bearings Incorporated annual meeting of stockholders to be held at 9:00 a.m., local time, on Thursday, September 4, 2025 in Building A at our offices located at One Tribology Center, 102 Willenbrock Road, Oxford, CT 06478. The attached Notice of Annual Meeting and Proxy Statement describe all items that we currently expect to be acted upon by stockholders at the meeting.

It is important that your shares are represented at the annual meeting, whether or not you plan to attend. To ensure your shares will be represented, please vote your shares as soon as possible.

Fiscal 2025 marked another outstanding year for RBC with record revenues, gross margin, adjusted EBITDA and net income. We also generated a record level of free cash flow, which was used to further reduce our debt to a post-Dodge-acquisition low. When viewed over a multi-year period, this resulted in a 5-year CAGR of 17.6% for net sales, 20.0% for adjusted EBITDA and 15.6% for free cash flow. This more than delivered on RBC’s goal of being a double-digit compounder, and we’re poised to continue this growth in the future.

Your continued support of RBC is greatly appreciated. We look forward to seeing you at the annual meeting.

Sincerely,
[image: ]




Dr. Michael J. Hartnett

Chairman, President and Chief Executive Officer
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Notice of 2025 Annual Meeting of Stockholders

	Date and Time:
	Place:
	

	
	
	

	Thursday, September 4, 2025
	Building A
	

	9:00 a.m. Local Time
	One Tribology Center
	

	
	102 Willenbrock Road
	

	
	
	

	
	Oxford, CT 06478
	

	
	
	



Purpose

The 2025 annual meeting of stockholders of RBC Bearings Incorporated will be held in Building A at our executive offices at One Tribology Center, 102 Willenbrock Road, Oxford, CT 06478, on Thursday, September 4, 2025, beginning at 9:00 a.m. local time. At the meeting, the holders of the Company’s outstanding common stock will consider and vote on the following matters:

	
	Proposal
	Board Recommendation

	
	
	

	1.
	To elect three directors in Class I to serve a term of three years and one director in
	FOR all Director Nominees

	
	Class III to serve a term of one year;
	

	
	
	

	2.
	To ratify the appointment of Ernst & Young LLP as our independent registered
	FOR

	
	public accounting firm for fiscal 2026; and
	

	
	
	

	3.
	To seek approval, on a non-binding advisory basis, of the compensation of our
	FOR

	
	named executive officers.
	

	
	
	



Stockholders of record at the close of business on July 8, 2025 are entitled to notice of and to vote at the annual meeting and at any postponements or adjournments thereof. The directions to the meeting can be found in Appendix A of the attached proxy statement.

Your Vote is Important

Whether or not you plan to attend the meeting, please vote your shares. You can find voting instructions in the proxy statement or in the materials you received for the meeting. Any person voting by proxy has the power to revoke it, at any time prior to its exercise at the meeting, in accordance with the procedures described in the attached proxy statement.

If You Plan to Attend

Please note that space limitations make it necessary to limit attendance to stockholders and one guest. Admission to the meeting will be on a first-come, first-served basis. Registration will begin at 8:00 a.m., and seating will begin at 8:30 a.m. Each stockholder may be asked to present valid picture identification, such as a driver’s license or passport. Stockholders holding stock in brokerage accounts (i.e., ‘‘street name’’ holders) will also need to bring a copy of a brokerage statement reflecting RBC stock ownership as of the record date. Cellular phones, cameras, recording devices and other electronic devices will not be permitted at the meeting.

By order of the Board of Directors,
[image: ]




Dr. Michael J. Hartnett

Chairman, President and Chief Executive Officer

July 24, 2025
[image: ]
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Proxy Statement for 2025 Annual Meeting of Stockholders


The Board of Directors (the ‘‘Board’’) of RBC Bearings Incorporated is soliciting proxies from our stockholders to be used at the annual meeting of stockholders to be held on Thursday, September 4, 2025, beginning at 9:00 a.m., local time, in Building A at our principal executive offices, located at One Tribology Center, 102 Willenbrock Road, Oxford, Connecticut 06478, and at any postponements or adjournments thereof. This proxy statement, a proxy card and the Company’s Annual Report on Form 10-K for fiscal 2025 are being mailed, or




made available via the internet as described below, to stockholders on or about July 24, 2025.

Our fiscal years end on the Saturday closest to March 31 each year. Fiscal 2025 ended on March 29, 2025 and fiscal 2026 will end on March 28, 2026. As used in this proxy statement, the terms ‘‘we,’’ ‘‘us,’’ ‘‘our,’’ ‘‘RBC’’ and ‘‘the Company’’ mean RBC Bearings Incorporated and its subsidiaries.



Business Highlights

Who We Are

RBC Bearings is a leading international manufacturer of highly engineered precision bearings, components and essential systems for the industrial, aerospace and defense industries.


Founder-Led Growth Company

RBC was built through a series of acquisitions led by CEO Dr. Michael J. Hartnett, culminating in 29 transactions over 35 years with the most recent completed on July 18, 2025. The combination of organic and inorganic growth has resulted in double-digit through-cycle revenue growth coupled with healthy margin expansion and free cash flow generation. The Company has been publicly listed since 2005 and is now traded on the NYSE.

	$12.0 billion
	60
	>70%

	Market Capitalization
	Facilities in 11 countries
	Estimated percentage of sales that

	(as of July 8, 2025)
	
	are sole, single or primary sourced
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What Differentiates Us

RBC is a product development-centric firm focused on leveraging deep institutional knowledge in engineering and material sciences to solve some of its customers’ biggest challenges. Several differentiators are key to our success:

	Focus on Niche / Proprietary
	Strategic Inventory
	
	RBC Ops Management
	
	Manufacturing Leadership

	
	
	Products
	
	
	
	System
	
	

	
	
	
	
	
	

	•
	Managing the Pareto:
	•  Long shelf-life products
	•
	Monthly Ops meetings
	•  High levels of automation

	
	~20% of products drive
	with long-term supply
	
	underpin a system of focus
	•  High levels of vertical

	
	~80% of revenue
	agreements
	
	and accountability
	
	integration

	•  Focus on highly specialized
	•  Allows RBC to level-load
	•
	Creates a systematic
	•
	Low-cost country

	
	products, with ownership of
	production to optimize
	
	approach to monitoring:
	
	leadership

	
	IP, and product approvals
	gross margin
	
	○
	Organic growth drivers
	•  Long track record as

	•
	Estimated >70% sole,
	•  Fast lead times and high
	
	○
	Margin performance
	
	exceptional operators

	
	single or primary sourced
	on-time delivery rates drive
	
	○
	Strategic inventory
	•
	Long tenure of

	
	products
	strong customer
	
	
	levels
	
	management creates a

	•
	High Aftermarket mix:
	relationships and
	
	○
	Staffing and human
	
	culture of continuous

	
	○
	Stable, recurring
	opportunities for growth
	
	
	resources
	
	improvement

	
	
	revenue
	
	
	○
	Research and
	
	

	
	○
	Continually growing
	
	
	
	development
	
	

	
	
	installed base
	
	•
	Drives CEO- and COO-level
	
	

	
	
	
	
	
	focus down to the division
	
	

	
	
	
	
	
	level, underpinning a culture
	
	

	
	
	
	
	
	of deep engagement
	
	

	
	
	
	
	
	
	
	
	



Operating Performance Highlights

The Company’s operating results for fiscal 2025 demonstrate excellent execution on the Company’s business plan and strong operating performance, producing record net sales, gross margin and adjusted EBITDA. Highlights from our fiscal 2025 financial results are:

	
	
	
	
	
	Free Cash
	

	
	
	
	
	
	Flow
	

	
	Net Sales
	Gross Margin
	Net Income
	Adjusted EBITDA(1)
	Conversion
	

	
	
	
	
	
	
	

	FY2025
	$1,636.3 million
	44.4%
	$246.2 million
	$519.8 million
	99%
	

	
	
	
	
	
	
	

	Increase over
	+4.9%
	+1.0%
	+17.3%
	+7.8% 102.3%
	
	

	FY2024
	
	
	
	of plan
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	



(1) Adjusted EBITDA is a non-GAAP financial measure. See Appendix B to this proxy statement for a reconciliation of reported net income to adjusted EBITDA.
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Furthermore, the Company has generated consistent revenue growth over the last two decades, with an 11% compound annual growth rate (CAGR):

Revenue







	Millions ($USD)






	$1,800 |-------------------------------------------------------------------------
	
	
	
	
	
	
	
	
	
	
	
	11% CAGR-------------------------------------------------------------------------
	
	
	
	
	
	
	
	
	
	
	
	|
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	|---------------------------------
	
	
	
	
	
	13% CAGR
	----------------------------------
	
	
	
	|
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	$1,400
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	$600 |------------------------------
	
	
	
	12% CAGR
	-------------------------------
	
	
	
	|
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$400
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$200
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$0
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	FY01
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	FY10
	FY11
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	FY18
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	FY21
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The following graph shows the relationship between revenue CAGR and adjusted EBITDA CAGR for the Company versus our peer group average from fiscal 2021 through fiscal 2025. This reflects substantial revenue growth across our business through the expansion of our industrial business and the addition of Dodge Industrial (acquired in fiscal 2022). Importantly, the expansion of our profitability (adjusted EBITDA) occurred at a growth rate beyond revenue, reflecting our ability to improve margins as we build the business.
[image: ]
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The following graph details our TSR as compared to our peer group average over the last five years. The TSR calculation includes stock price appreciation and the reinvestment of dividends. Dividends are assumed to be reinvested at the closing price of the stock on the ex-date of the dividend. Our TSR exceeded the peer group average by approximately 32.6% over this period, driven by the strong operating performance reflected above.


TSR (5 Years)

250.0%

196.0%
200.0%


163.4%


150.0%


100.0%


50.0%


0.0%

	RBC
	
	Peer Group
	

	
	
	
	

	
	
	
	





The above information indicates historical results only and is not necessarily indicative of future results.
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Proposals Submitted for Stockholder Vote


Proposal 1: Election of Directors

The Board currently is composed of nine directors serving staggered three-year terms and divided into Class I, Class II and Class III. This year the Class I directors are up for election and our Nominating and Governance Committee has nominated Daniel A. Bergeron, Barry C. Boyan and Edward D. Stewart for election at the annual meeting. Messrs. Bergeron and Stewart are incumbent Class I directors and Mr. Boyan has been nominated to succeed Michael H. Ambrose, who is retiring from the Board as of the annual meeting.

The Nominating and Governance Committee reviewed the qualifications of the Class I nominees and unanimously







recommended to the Board that these nominees be submitted for election. In addition to the Class I directors, Frederick J. Elmy, who joined the Board as a Class III director last October, is required by our bylaws to stand for reelection this year (the first annual meeting following his appointment to fill a vacancy on the Board). We believe that each of Messrs. Bergeron, Boyan, Stewart and Elmy has a reputation for integrity, honesty and adherence to high ethical standards. They each have demonstrated business acumen and an ability to exercise sound judgment, as well as a commitment of service to the Company and the Board.



Daniel A. Bergeron

Director since 2013

Age: 65

Skills and Expertise



Mr. Bergeron is Vice President and Chief Operating Officer of RBC. He holds a Bachelor of Science degree in Finance from Northeastern University and a Master of Business Administration degree from the University of New Haven. See ‘‘Directors and Executive Officers’’ below.


Mr. Bergeron has been with RBC for more than 20 years and provides the Board with significant financial leadership and executive experience.

See ‘‘Board of Directors and Corporate Governance—Director Qualities and Board Diversity’’ below.




Barry C. Boyan

Nominee to become a director

Age: 63

Skills and Expertise




Mr. Boyan serves as Vice President and General Manager of RBC’s West Coast business operations and will retire at the end of this year. Prior to joining us in 2001, he spent 17 years in various engineering and management positions with other bearing manufacturers. Mr. Boyan is a licensed Master Electrician and a veteran of the United States Marine Corps.


Mr. Boyan’s more than 40 years of engineering and management experience in the precision bearing and highly-engineered component manufacturing industries makes him a unique and valuable resource to the Board with respect to strategy, organization, manufacturing, technology and risk. See ‘‘Board of Directors and Corporate Governance—Director Qualities and Board Diversity’’ below.




Edward D. Stewart

Director since 2013

Age: 82

Skills and Expertise




Mr. Stewart was with General Electric Company for many years where he served in various financial and operational roles including as Executive Vice President of GE Capital and Chief Financial Officer of a number of other GE businesses. He is also the former Chairman of the Board of ATC Technology Corporation, a then-publicly-traded third-party logistics services provider. Mr. Stewart holds a Bachelor of Arts degree in Economics from Tufts University. See ‘‘Directors and Executive Officers’’ below.


Mr. Stewart’s extensive financial experience qualifies him as an ‘‘audit committee financial expert.’’ In addition, his service as a director of other publicly-traded and private companies is a valuable resource to the Board. See ‘‘Board of Directors and Corporate Governance—Director Qualities and Board Diversity’’ below.
[image: ]
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Frederick J. Elmy

Director since 2024

Age: 64

Skills and Expertise





Mr. Elmy is a retired partner in PricewaterhouseCoopers LLP. He holds a Bachelor of Arts degree in Economics from the University of Pennsylvania and is a Certified Public Accountant. See ‘‘Directors and Executive Officers’’ below.



Mr. Elmy’s extensive financial experience qualifies him as an ‘‘audit committee financial expert.’’ See ‘‘Board of Directors and Corporate Governance—Director Qualities and Board Diversity’’ below.




Directors are elected by a majority of the votes cast at the meeting. If elected at the meeting, each of Messrs. Bergeron, Boyan and Stewart would serve until the 2028 annual meeting and until a successor is duly elected and qualified, or until his resignation or removal, and Mr. Elmy would serve until the 2026 annual meeting and until a successor is duly elected and qualified, or until his resignation or removal. If any of Messrs. Bergeron, Boyan, Stewart or Elmy should for any reason become unavailable to serve as a director prior to the annual meeting, the Board will (i) reduce the size of the Board to




eliminate  the  position  for  which  that  person  was  nominated,

(ii) nominate a new candidate in place of such person, in which case the proxy holders will vote for the new candidate, or (iii) leave the place vacant to be filled at a later time.
[image: ]

The Board recommends a vote FOR the election to the Board of Directors of the nominees identified above.



Proposal 2: The Ratification of the Appointment of Ernst & Young LLP as the Company’s Independent Registered Public Accounting Firm for Fiscal 2026


Ernst & Young LLP served as the Company’s independent registered public accounting firm for fiscal 2025 (see ‘‘Principal Accountant Fees and Services’’ below), and the Audit Committee has appointed Ernst & Young to serve in the same capacity for fiscal 2026 and has further directed that the Board submit Ernst & Young’s appointment for ratification by the stockholders at the annual meeting.

While not required, this proposal is being put before the stockholders because the Audit Committee and the Board believe that it is good corporate practice to seek stockholder ratification of the Audit Committee’s appointment of the independent registered public accounting firm. If the appointment of Ernst & Young is not ratified, the Audit Committee will consider the stockholders’ vote, but may ultimately determine to continue Ernst & Young’s engagement or to engage another audit firm without re-submitting the matter to stockholders. Even if the appointment of Ernst & Young is ratified, the Audit Committee may in its sole discretion terminate the engagement and direct the appointment of another independent registered public accounting firm at any time during the year if the Audit Committee determines that such an appointment would be in the best interests of the Company and our stockholders.
[image: ]



Representatives of Ernst & Young are expected to attend the annual meeting, where they will be available to respond to appropriate questions and, if they desire, make a statement.

Ratification of the appointment of Ernst & Young as the Company’s independent registered public accounting firm for fiscal 2026 requires the affirmative vote of a majority of the shares of the Company’s common stock present in person or represented by proxy at the annual meeting and entitled to vote on the proposal.
[image: ]

The Board recommends a vote FOR the ratification of the appointment of Ernst & Young LLP as the Company’s independent registered public accounting firm for fiscal 2026.
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Proposal 3: Advisory Vote on Executive Compensation


The Securities Exchange Act of 1934 requires the Company to hold a non-binding advisory stockholder vote to approve the compensation of our named executive officers as disclosed in this proxy statement in accordance with the SEC’s rules.

The Company’s executive compensation program is designed to reward executives based on favorable performance and results. Compensation policies and plans (including benefits) are designed to attract and retain top quality and experienced executives by providing incentives that promote both the short-term and long-term financial and strategic objectives of the Company. Achievement of short-term objectives is rewarded through base salary and annual cash bonuses, while long-term incentive awards encourage executives to focus on and align themselves with the Company’s long-term goals as well. These incentives are based on financial objectives of importance to the Company, including revenue and earnings growth and creation of stockholder value. The Company’s compensation program also accounts for individual performance, which enables the Company to differentiate among executives and emphasize the link between personal performance and compensation.

The Company is committed to the interests of our stockholders and the delivery of long-term value through an executive compensation program and governance actions that

· drive outstanding Company performance,

· align CEO pay with Company performance,

· ensure that no problematic pay practices exist (e.g., re-pricing or backdating of stock options, excessive perquisites, or tax gross-ups), and

· reflect appropriate communication with and responsiveness to stockholders.



See ‘‘Compensation Discussion and Analysis’’ below for additional information about our executive officer compensation program.

This proposal gives our stockholders the opportunity to express their views on our named executive officers’ compensation. This vote is not intended to address any specific item of compensation, but rather the overall compensation of our named executive officers and the philosophy, policies and practices described in this proxy statement. Accordingly, we are asking our stockholders to vote FOR the following resolution at the 2025 annual meeting:

‘‘RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed in the Company’s proxy statement for the 2025 annual meeting of stockholders pursuant to Item 402 of SEC Regulation S-K (including the Compensation Discussion and Analysis, the compensation tables and narrative discussion contained therein), is hereby APPROVED.’’

The say-on-pay vote is advisory, and therefore not binding on the Company, the Board or the Compensation Committee. However, the Company, the Board and the Compensation Committee value the opinions of our stockholders and to the extent there is any significant vote against the named executive officers’ compensation as disclosed in this proxy statement, we will consider our stockholders’ concerns and the Compensation Committee will evaluate whether any actions are necessary to address those concerns.
[image: ]

The Board recommends a vote FOR the approval of the compensation of our named executive officers.


Other Matters to Come Before the Meeting

As of the date of this proxy statement, the Company knows of no

business that will be presented for consideration at the 2025

annual meeting other than the four proposals referred to above. If

any other matter is properly brought before the meeting for action

by stockholders, proxies will be voted in the manner the proxy

holder considers appropriate.
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Board of Directors and Corporate Governance

The Board currently is composed of nine directors serving staggered three-year terms and divided into three classes: Class I consists of Michael H. Ambrose, Daniel A. Bergeron and Edward D. Stewart; Class II consists of Richard R. Crowell, Dr. Amir Faghri and Dr. Steven H. Kaplan; and Class III consists of Dr. Michael J. Hartnett, Frederick J. Elmy and Dolores J. Ennico. Class I, Class II and Class III directors (other than Mr. Elmy) will serve until our annual meetings of stockholders in 2025, 2027 and 2026, respectively.

Directors are elected by a majority of the votes cast at the annual stockholders’ meeting, except in a contested election where directors are elected by a plurality of the votes. Vacancies on the Board may be filled only by persons elected by a majority of the remaining directors. A director elected by the Board to fill a vacancy in a class (including vacancies created by an increase in the number of directors) will serve until the next annual meeting of stockholders and until the director’s successor is duly elected and qualified, or until the director’s resignation or removal.

In our stockholder engagement meetings prior to the 2024 annual meeting, some stockholders expressed a preference for the declassification of our Board. In response, the Board conducted a formal evaluation of the classified board structure that reviewed the costs and benefits of classification and benchmarking of peers and market practices. Following this evaluation, the Board concluded the classified board is the most appropriate structure for the Company at this time in order to promote stability and support our long-term strategy. However, the Board recognizes this is an important topic for some of our stockholders and is committed to regularly reviewing the structure in the future.

Meetings of the Board and Committees of the Board


The Board held four meetings during fiscal 2025. The standing committees of the Board held an aggregate of eight meetings during fiscal 2025. Each director attended at least 75% of the meetings of the Board and the Board committees on which they served during fiscal 2025.

Under the Company’s Corporate Governance Guidelines, the non-employee directors meet in executive sessions on a periodic



basis without management. During fiscal 2025 the non-employee members of the Board met in executive session twice.

Directors are encouraged to attend the annual meeting of stockholders. All of the directors attended the 2024 annual meeting of stockholders either in person or by teleconference.


Director Independence

The rules of the New York Stock Exchange (NYSE) require that the Board be comprised of a majority of ‘‘independent’’ directors, and each of the Company’s Audit Committee, Compensation Committee, and Nominating and Governance Committee be comprised solely of ‘‘independent’’ directors as defined in the NYSE’s rules. Based upon the information submitted by each of the directors, and following the recommendation of the Nominating and Governance Committee, the Board has made a determination that all of our current directors, with the exception of Dr. Hartnett and Mr. Bergeron, satisfy the ‘‘independence’’ requirements of the




NYSE, SEC regulations and the Company’s Corporate Governance Guidelines. The standards for determining independence are those set forth in the NYSE Listed Company Manual and the Company’s Corporate Governance Guidelines. The Company’s Corporate Governance Guidelines can be found on our website at www.investor.rbcbearings.com/corporate-governance/governance-highlights. Mr. Boyan, if elected to the Board, will not be deemed to be independent until the end of his three-year term as a Class I director.


Communications Between Interested Parties and the Board


Stockholders and any other interested parties may send communications to the Company’s directors as a group or to individual directors (including our Lead Independent Director), by writing to those individuals or the group at the following address: RBC Bearings Incorporated, c/o the Secretary, 102 Willenbrock Road, Oxford, CT 06478. The Secretary will review all correspondence received and will forward all correspondence that is relevant to the duties and responsibilities of the Board or the business of the Company to the intended director(s). Examples of inappropriate communication include business
[image: ]



solicitations, advertising, and communication that is frivolous in nature or relates to routine business matters (such as product inquiries, complaints or suggestions) or raises grievances that are personal to the person submitting the communication. Upon request, any director may review any communication that is not forwarded to the directors pursuant to this policy.
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The Board has a policy for reporting concerns regarding the Company’s accounting or auditing matters. Reports may be sent to the Audit Committee through either of the following means:

· calling the Company’s Ethics Hotline at 1-866-247-5449 (which is available 24 hours per day, 365 days per year) and leaving a recorded message, which is transcribed by a third-party service provider to insure the caller’s anonymity, or





· sending a written communication marked ‘‘Private & Confidential’’ to the Audit Committee, RBC Bearings Incorporated, c/o the Secretary, 102 Willenbrock Road, Oxford, CT 06478.

In either case, the report will be forwarded to the Audit Committee and the confidentiality of the report will be maintained to the extent consistent with applicable law.


Committees of the Board of Directors

The Board currently has an Audit Committee, a Compensation Committee, and a Nominating and Governance Committee. The charter for each of the committees is available on





the Company’s website at www.investor.rbcbearings.com/ corporate-governance/governance-highlights.



Audit Committee

Meetings held in fiscal 2025: four

Members:

Richard R. Crowell Frederick J. Elmy Edward D. Stewart (Chair)

Each member satisfies the financial literacy requirements of the NYSE and the SEC and the NYSE’s independence requirements for audit committee members. The Board has determined that Messrs. Crowell, Elmy and Stewart qualify as ‘‘audit committee financial experts’’ for SEC purposes.




Responsible for

· selecting our independent registered public accounting firm,

· approving the overall scope of the audit and the associated fees,

· assisting the Board in monitoring the integrity of our financial statements, the independent registered public accounting firm’s qualifications and independence, the performance of the independent registered public accounting firm and our internal audit function, and our compliance with legal and regulatory requirements,

· annually reviewing the independent registered public accounting firm’s report describing the auditing firms’ internal quality-control procedures, and any material issues raised by the most recent internal quality-control review, or peer review, of the registered public accounting firm,

· discussing the annual audited financial and quarterly statements with management and the independent registered public accounting firm,

· discussing earnings press releases, as well as financial information and earnings guidance provided to analysts and rating agencies,

· discussing policies with respect to risk assessment and risk management,

· meeting separately, periodically, with management and the independent registered public accounting firm,

· reviewing with the independent registered public accounting firm any audit problems or difficulties and management’s response,

· setting clear hiring policies for employees or former employees of the independent registered public accounting firm,

· handling such other matters that are specifically delegated to the Audit Committee by the Board from time to time, and

· reporting regularly to the full Board.




Compensation Committee

Meetings held in fiscal 2025: two

Members:

Dolores J. Ennico (Chair)

Dr. Amir Faghri

Dr. Steven H. Kaplan

Each member satisfies the NYSE’s independence requirements for compensation committee members.



Responsible for

· reviewing key employee compensation goals, policies, plans and programs,

· reviewing and approving the compensation of our directors, chief executive officer and other executive officers,

· reviewing and approving employment contracts and other similar arrangements between the Company and our executive officers,

· reviewing and consulting with the Board on the selection of the chief executive officer and evaluation of such officer’s executive performance and other related matters,

· administration of stock plans and other incentive compensation plans,

· approving overall compensation policies for the Company, and

· handling such other matters that are specifically delegated to the Compensation Committee by the Board from time to time.
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Nominating and Governance Committee

Meetings held in fiscal 2025: two

Members:

Dolores J. Ennico

Dr. Steven H. Kaplan

Edward D. Stewart

Each member satisfies the NYSE’s independence requirements for nominating and governance committee members.





Responsible for


· evaluating the composition, size and governance of the Board and its committees and making recommendations regarding future planning and the appointment of directors to committees,

· establishing a policy for considering stockholder nominees for election to the Board,

· evaluating and recommending candidates for election to the Board,

· overseeing the Board’s performance and self-evaluation process and developing continuing education programs for our directors,

· reviewing our corporate governance principles and policies and providing recommendations to the Board regarding possible changes, and

· reviewing and monitoring compliance with the Company’s Code of Conduct and Ethics and our Insider Trading Policy.




Director Qualifications and Board Diversity

The Board seeks to have members who possess diverse sets of background, skills and expertise to make a significant contribution to the Board, the Company and our stockholders. In selecting a nominee for the Board, the Nominating and Governance Committee considers the background, skills and expertise that would complement the existing Board and ensure that its members are of sufficiently diverse and independent backgrounds, recognizing that the Company’s businesses and operations are diverse and global in nature. Desired qualities for Board members include

· high-level leadership experience in business or administrative activities, and significant accomplishment,

· breadth of knowledge about issues affecting the Company,

· proven ability and willingness to contribute special competencies to Board activities,

· personal integrity,

· loyalty to the Company and concern for its success and welfare,

· ability and willingness to apply sound and independent business judgment,

· awareness of a director’s vital role in assuring the Company’s good corporate citizenship and corporate image,

· no present conflicts of interest,
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· availability for meetings and consultation on Company matters, enthusiasm about the prospect of serving,

· willingness to assume broad fiduciary responsibility, and

· willingness to become a Company stockholder.

In evaluating candidates, the Nominating and Governance Committee reviews all candidates in the same manner, regardless of the source of the recommendation. The policy of the Committee is to consider individuals recommended by stockholders for nomination as a director in accordance with the procedures described under ‘‘Stockholder Proposals and Director Nominations’’ below.

The Nominating and Governance Committee considers various kinds of diversity such as diversity of professional background and capabilities, knowledge of specific industries and geographic experience, as well as the more traditional diversity concepts of race, gender and national origin, when considering whether to nominate an individual for Board membership. The Board believes it is important that its members represent diverse viewpoints and perspectives in their application of judgment to Company matters. The Nominating and Governance Committee assesses the effectiveness of this objective when evaluating new director candidates and when assessing the composition of the Board.
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The following matrix identifies the primary experience, qualifications, and skills, as well as gender/ethnic/racial diversity, of each of our directors and director nominees. This matrix does not encompass all the experience, qualifications or skills of our directors and nominees, and the fact that a particular experience, qualification, or skill is not listed does not mean that a director or nominee does not possess it. The type and degree of experience, qualifications and skills listed below may vary among the individuals.

	Experience,  Qualifications
	Michael
	Michael
	Daniel
	Barry
	Richard
	Frederick
	Dolores
	Amir
	Steven
	Edward

	and Skills
	Hartnett
	Ambrose
	Bergeron
	Boyan
	Crowell
	Elmy
	Ennico
	Faghri
	Kaplan
	Stewart

	
	
	
	
	
	
	
	
	
	
	

	Leadership
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	✓

	
	
	
	
	
	
	
	
	
	
	

	Industry Expertise
	✓
	✓
	✓
	✓
	✓
	
	✓
	✓
	
	

	
	
	
	
	
	
	
	
	
	
	

	Corporate Governance
	✓
	✓
	✓
	
	✓
	✓
	✓
	✓
	✓
	✓

	
	
	
	
	
	
	
	
	
	
	

	Financing/Accounting
	✓
	
	✓
	
	✓
	✓
	
	
	
	✓

	
	
	
	
	
	
	
	
	
	
	

	Human Capital Management
	✓
	✓
	✓
	✓
	
	✓
	✓
	✓
	✓
	✓

	
	
	
	
	
	
	
	
	
	
	

	Mergers and Acquisitions
	✓
	
	✓
	✓
	✓
	✓
	✓
	
	
	✓

	
	
	
	
	
	
	
	
	
	
	

	International Experience
	✓
	✓
	✓
	
	
	✓
	✓
	✓
	✓
	✓

	
	
	
	
	
	
	
	
	
	
	

	Risk Management
	
	✓
	✓
	✓
	
	✓
	✓
	
	
	✓

	
	
	
	
	
	
	
	
	
	
	

	Academics & Research
	✓
	
	
	
	
	✓
	
	✓
	✓
	

	
	
	
	
	
	
	
	
	
	
	

	Technology & Cybersecurity
	✓
	✓
	
	
	
	✓
	
	✓
	
	

	
	
	
	
	
	
	
	
	
	
	

	Director Attributes
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Independence
	
	✓
	
	
	✓
	✓
	✓
	✓
	✓
	✓

	
	
	
	
	
	
	
	
	
	
	

	Gender/Ethnic/Racial
	
	
	
	
	
	
	✓
	✓
	
	

	Diversity
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	




Corporate Governance Guidelines

The Board maintains Corporate Governance Guidelines, which, among other things, set forth the Company’s expectations and policies with respect to the roles and responsibilities of the Board, director affiliations and conflicts, director compensation, standards of director conduct, and the qualifications and other criteria for director nominees. The Nominating and Governance Committee is




responsible for periodically reviewing and reassessing the adequacy of these guidelines and recommending changes to the Board for approval. Our Corporate Governance Guidelines are available on the Company’s website at www.investor.rbcbearings.com/corporate-governance/governance-highlights.


Code of Conduct and Ethics

The Company’s employees, officers and directors are required to abide by the Company’s Code of Conduct and Ethics, which is intended to ensure that the Company’s business is conducted in a consistently legal and ethical manner. The Code of Conduct and Ethics covers areas of professional conduct such as conflicts of




interest, fair dealing, the protection of confidential information, and compliance with laws, regulations and rules. The Code of Conduct and Ethics is available on the Company’s website at www.investor.rbcbearings.com/corporate-governance/governance-highlights.


Board Risk and Compensation Risk Oversight


The Board has oversight responsibility of the processes established to report and monitor systems for material risks applicable to the Company. The Board focuses on the Company’s general risk management strategy and the most significant risks facing the Company and ensures that appropriate risk mitigation strategies are implemented by management. The Board has delegated to its various committees the oversight of risk management practices for categories of risk relevant to their functions. For example, the Audit Committee oversees risks associated with the Company’s systems of disclosure controls and internal controls over financial reporting, compliance with legal and regulatory requirements, and risks associated with cyber security, foreign exchange, insurance,
[image: ]



credit and debt. The Nominating and Governance Committee oversees risks associated with sustainability. The Compensation Committee considers risks related to the attraction and retention of talent, and risks related to the design of the compensation program. The full Board is responsible for considering strategic risks and succession planning and receives reports from each Committee as to risk oversight within their areas of responsibility.

The Company’s senior management periodically reports on risk management policies and practices to the relevant Board committee or to the full Board so that any decisions can be made as to any required changes to the Company’s risk management and mitigation strategies or to the Board’s oversight of these.
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Finally, as part of its oversight of the Company’s executive compensation program, the Compensation Committee considers the impact of the Company’s executive compensation program, and the incentives created by the compensation awards that it administers, on the Company’s risk profile. In addition, the Compensation Committee reviews all of the Company’s compensation policies and procedures, including the





incentives that they create and factors that may reduce the likelihood of excessive risk-taking, as well as our executive compensation clawback policy, to determine whether they present a significant risk to the Company. Based on this review, the Company has concluded that its compensation policies and procedures are not reasonably likely to have a material adverse effect on the Company.


Board Leadership Structure

The Board believes that it should have the flexibility to make decisions as to the Chairman position from time to time in the way that it believes will best provide effective leadership for the Company. Accordingly, the Board periodically reviews its leadership structure, including whether the offices of the Chairman and the Chief Executive Officer should be separate. The Board understands that no single leadership model is right for all companies and at all times, and has therefore not adopted a formal policy with respect to the separation of these offices, which are currently combined. The Board has determined that the current structure is an effective and appropriate leadership structure for the Company at this time.

Because the Chairman is not an independent director, in 2025 the




Board established the position of Lead Independent Director, whose duties include:

· coordinating the activities of the independent directors (including having the authority to call meetings of the independent directors and establishing the agenda for such meetings),

· presiding at executive sessions of the independent directors and presiding at Board meetings in the Chairman’s absence,

· assisting with the establishment of Board meeting agendas,

· acting as a liaison between the independent directors and the Chairman, and

· being available for consultation and direct communication with stockholders if requested.

Richard Crowell currently serves as the Lead Independent Director.


Stockholder Outreach

The Board values its relationship with our stockholders, and periodically engages with them in discussions about our performance and corporate practices, including governance and executive compensation. The feedback received is valuable and helps inform Board decisions.

In August and September 2024, we engaged with 13 of our larger stockholders (including four of our five largest stockholders) to discuss a number of topics. Stockholders were largely supportive of the changes to executive equity compensation made ahead of the 2024 annual meeting, but some expressed a desire to see




RBC institute the position of Lead Independent Director in light of our CEO also serving as Chairman of the Board. In response to this feedback, the Lead Independent Director position was established in June 2025 and Richard Crowell was elected by our independent directors to be the first director to hold that position.

See ‘‘Compensation Discussion and Analysis—Stockholder Engagement and Outreach’’ below for additional information about our stockholder outreach program and changes we’ve made in response to feedback from our investors.


Environmental, Social and Governance Values


We know that caring about our impact on the environment and society and how we govern RBC are essential to generating long-term value for the Company and our stakeholders, and we are constantly looking for ways to improve our performance in all three areas. On the environmental side, our mission is to develop and produce innovative products that reduce friction and wear in our customers' products to the lowest level possible, thereby making those products more efficient and longer lasting. This enables the users of our products to further their sustainability efforts by both reducing their consumption of petroleum-based lubricants and fossil fuels, thereby reducing resulting greenhouse gas emissions, and reducing maintenance processes that can adversely affect the environment. From a social perspective,
[image: ]



human capital management is central to the Company’s success. The recruitment, training, advancement and retention of engineers and skilled manufacturing professionals are critical to RBC’s mission to innovate, solve problems, and timely deliver products that exceed our customers’ expectations. Safety is of paramount importance to RBC and so we go to great lengths in striving for a zero-incident workforce that is consistent with our mandate to produce the highest quality, highly engineered products. Finally, we have robust corporate policies and governance frameworks that ensure our reporting is reliable. More information regarding our environmental, social and

governance values is available at www.investor.rbcbearings.com/ESG.
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Insider Trading Policy

We maintain an insider trading policy that prohibits RBC and our officers, directors and employees from trading or gifting (i) our stock while in possession of material nonpublic information regarding RBC, and (ii) the stock of any of our customers or vendors while in possession of material nonpublic information regarding the customer or vendor. The policy also prohibits trades







or gifts of our stock outside a trading window that opens on the third business day after the release of our financial results for the prior fiscal quarter and closes on the last business day prior to the end of the current quarter. The Insider Trading Policy is filed as Exhibit 19 to our Annual Report on Form 10-K filed May 17, 2024.


Hedging Policy

We have a policy that prohibits any director, officer or employee from purchasing, selling or engaging in any other transaction involving any derivative securities that relate to any equity securities of the Company. A ‘‘derivative security’’ includes any option, warrant, convertible security, stock appreciation right or




similar security with an exercise or conversion price or other value that relates to the value of any equity security of the Company (other than any of the foregoing issued pursuant to our long-term equity incentive plans).


Director Compensation

Non-employee members of the Board receive an annual cash retainer of $50,000, payable quarterly, and the Chairs of the Compensation and Audit Committees receive an additional $25,000 and $10,000 per year, respectively, for serving in those capacities. Upon the approval of the Board based on the recommendation of the Compensation Committee, each non-employee director also receives an annual award of restricted stock and stock options having a specified total value with the restricted stock component representing 60% of the value and the stock options making up the remaining 40% of the value (based on the Black-Scholes model). For fiscal 2025 the specified total value of the equity awards was $325,000 per non-employee director. Restricted stock vests over three years, and stock options vest over five years and have an exercise price equal to the closing price of our common stock on the award date.




Directors are entitled to reimbursement for reasonable out-of-pocket expenses incurred in connection with attendance at Board and committee meetings.

The specified-value equity component of non-employee director compensation was put in place during fiscal 2025 as a result of the Compensation Committee’s annual review of such compensation, and replaced the historical practice of making awards of specific numbers of restricted stock shares and stock options. The new practice is consistent with the Compensation Committee’s approach to equity compensation for the CEO and COO and results in more predictable compensation for independent directors.

During fiscal 2025, the non-employee directors received the following compensation:



	
	Fees Earned or
	
	
	

	
	Paid in Cash
	Stock Awards
	Option Awards
	Total

	Name
	($)
	($)(1)
	($)(1)
	($)

	Michael H. Ambrose
	50,000
	195,000
	130,000
	375,000

	
	
	
	
	

	Richard R. Crowell
	50,000
	195,000
	130,000
	375,000

	
	
	
	
	

	Frederick J. Elmy
	25,000(2)
	195,000
	130,000
	350,000

	Dolores J. Ennico
	55,000(3)
	195,000
	130,000
	380,000

	Dr. Amir Faghri
	50,000
	195,000
	130,000
	375,000

	
	
	
	
	

	Dr. Steven H. Kaplan
	50,000
	195,000
	130,000
	375,000

	
	
	
	
	

	Edward D. Stewart
	55,000(4)
	195,000
	130,000
	380,000



(1) The amounts represent the fair market value on the date of award of restricted stock and non-qualified stock options. The fair market value of restricted stock is calculated using the closing stock price on the date of award ($287.37 in the case of each director other than Mr. Elmy, and $287.37 in the case of Mr. Elmy) multiplied by the number of shares awarded (678 shares in the case of each director other than Mr. Elmy, and 677 shares in the case of Mr. Elmy). The fair market value of stock options is calculated using the Black-Scholes model, which determined a fair value of $133.37 per option for the 974 options awarded to each director other than Mr. Elmy and $131.16 per option for the 990 options awarded to Mr. Elmy. As these represent values as of the date of award, they do not reflect the actual value that will be received at the time the restricted shares vest or the options are exercised, which value will depend on market conditions at that time.

(2) Mr. Elmy joined the Board in October 2024.

(3) Includes $5,000 for serving as Chair of the Compensation Committee. This has been increased to $25,000 for fiscal 2026 and thereafter.

(4) Includes $5,000 for serving as Chair of the Audit Committee. This has been increased to $10,000 for fiscal 2026 and thereafter.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS



Since the start of fiscal 2025 the Company has not been a party to, nor have we proposed, any transaction or series of similar transactions in which the amount exceeds $120,000 and in which any director, executive officer, holder of more than 5% of our common stock or any member of the immediate family of any of the foregoing persons had or will have a direct or indirect material interest, other than employment agreements and other compensation arrangements that are described in ‘‘Compensation Discussion and Analysis’’ below. The Company’s directors and executive officers are subject to annual related-party certifications and the Code of Conduct and Ethics requires that an employee or director avoid placing themself in a position in which their personal interests could interfere in any way with the


PRINCIPAL STOCKHOLDERS



interests of the Company. While the Company has various controls in place to identify potential related-party transactions, we do not have a formal policy regarding the Board’s review and approval of related party transactions.

We have not made payments to directors other than as described in ‘‘Board of Directors and Corporate Governance—Director Compensation’’ above. We have not made any loans to any director or officer nor have we purchased any shares of our common stock from any director or officer, other than the repurchase of shares from officers at fair market value to cover

(i) the exercise price of stock options, and (ii) taxes relating to the receipt of performance-based stock awards, the vesting of shares of restricted stock, and the exercise of stock options.



The following table sets forth information known to the Company regarding beneficial ownership of the Company’s common stock, as of July 8, 2025, by each director and director nominee, each of our named executive officers, and by all of our directors,



nominees and executive officers as a group. Information in the table is derived from SEC filings made by such persons under Section 16(a) of the Exchange Act and other information received by the Company.


Directors and Officers

	
	Amount and Nature of
	Percent of

	Name of Beneficial Owner
	Beneficial Ownership(1)(2)(3)
	Class(4)

	Michael J. Hartnett
	302,853
	1.0%

	
	
	

	Michael H. Ambrose
	6,985
	*

	
	
	

	Daniel A. Bergeron
	159,877
	*

	
	
	

	Barry C. Boyan
	7,244
	*

	
	
	

	Richard R. Crowell
	34,162
	*

	
	
	

	Frederick J. Elmy
	1,209
	*

	
	
	

	Dolores J. Ennico
	7,705
	*

	
	
	

	Dr. Amir Faghri
	5,105
	*

	
	
	

	Dr. Steven H. Kaplan
	5,094
	*

	
	
	

	Edward D. Stewart
	23,188
	*

	
	
	

	Richard J. Edwards
	15,184
	*

	
	
	

	John J. Feeney
	4,227
	*

	
	
	

	Robert M. Sullivan
	23,099
	*

	
	
	

	All directors, nominees and executive officers as a group (13 persons)
	595,932
	1.9%

	
	
	



(1) Each person in this table has sole voting and dispositive power with respect to their shares or shares such power with their spouse. None of these shares are held in margin accounts or pledged or otherwise available to a lender as security.

(2) Includes the following restricted shares held as of July 8, 2025: Dr. Hartnett – 22,000; Mr. Ambrose – 1,384; Mr. Bergeron – 12,798; Mr. Boyan – 2,624; Mr. Crowell – 1,384; Mr. Elmy – 1,209; Ms. Ennico – 1,384; Dr. Faghri – 1,384; Dr. Kaplan – 1,384; Mr. Stewart – 1,384; Mr. Edwards – 2,800; Mr. Feeney – 990; Mr. Sullivan – 6,600; all directors and executive officers as a group – 62,354.

(3) Includes the following unissued shares that are subject to stock options that are exercisable within 60 days of July 8, 2025: Dr. Hartnett – 0; Mr. Ambrose – 0; Mr. Bergeron – 48,743; Mr. Boyan 4,065 – ; Mr. Crowell – 1,895; Mr. Elmy – 0; Ms. Ennico – 795; Dr. Faghri – 1,195; Dr. Kaplan – 2,595; Mr. Stewart – 2,195; Mr. Edwards – 2,600; Mr. Feeney – 1,456; Mr. Sullivan – 10,800; all directors and executive officers as a group – 76,339.

(4) Based on 31,563,187 shares of common stock outstanding as of July 8, 2025 plus the unissued option shares of each person referred to in footnote (3).

· Less than 1.0%.
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Outside Investors

The following table sets forth each stockholder that, as of July 8, 2025, was known by us to be the beneficial owner of more than 5% of our common stock. Information in the table is derived from SEC filings made by such persons pursuant to Section 13 of the Exchange Act.

	
	Amount and Nature of
	Percent of

	Name and Address of Beneficial Owner
	Beneficial Ownership
	Class(1)

	The Vanguard Group
	2,711,736(2)
	8.6%

	100 Vanguard Blvd., Malvern, PA 19355
	
	

	
	
	

	BlackRock Inc.
	2,607,586(3)
	8.3%

	55 East 52nd Street, New York, NY 10055
	
	

	
	
	

	Durable Capital Partners LP
	2,416,738(4)
	7.7%

	5425 Wisconsin Avenue, Chevy Chase, MD 20815
	
	

	
	
	

	T. Rowe Price Associates, Inc.
	1,905,568(5)
	6.0%

	100 E. Pratt Street, Baltimore, MD 21202
	
	

	
	
	

	Kayne Anderson Rudnick Investment Management LLC
	1,763,387(6)
	5.6%

	1800 Avenue of the Stars, Los Angeles, CA 90067
	
	

	
	
	



(1) Based on 31,563,187 shares of common stock outstanding as of July 8, 2025.

(2) A Form 13G/A filed 2/13/24 indicates (i) sole voting power over zero shares, (ii) shared voting power over 10,316 shares, (iii) sole dispositive power over 2,673,955 shares, and (iv) shared dispositive power over 37,781 shares.

(3) A Form 13G/A filed 1/25/24 indicates (i) sole voting power over 2,548,596 shares, (ii) shared voting power over zero shares, (iii) sole dispositive power over 2,607,586 shares, and (iv) shared dispositive power over zero shares.

(4) A Form 13G/A filed 2/12/24 indicates (i) sole voting power over 2,416,738 shares, (ii) shared voting power over zero shares, (iii) sole dispositive power over 2,416,738 shares, and (iv) shared dispositive power over zero shares.

(5) A Form 13G/A filed 2/14/25 indicates (i) sole voting power over 1,849,890 shares, (ii) shared voting power over zero shares, (iii) sole dispositive power over 1,905,568 shares, and (iv) shared dispositive power over zero shares.

(6) A Form 13G/A filed 5/14/25 indicates (i) sole voting power over 1,221,638 shares, (ii) shared voting power over 345,459 shares, (iii) sole dispositive power over 1,417,928 shares, and (iv) shared dispositive power over 345,459 shares.


Delinquent Section 16(a) Reports

Section 16(a) of the Exchange Act requires that the Company’s executive officers, directors and greater than 10% stockholders file reports of ownership and changes of ownership of the Company’s common stock with the SEC. Based on a review of ownership reports filed during fiscal 2025, the Company believes
[image: ]






that all Section 16(a) filing requirements were met during the year on a timely basis except that John Feeney’s disposition of 34 shares to the Company (to pay withholding tax on the vesting of restricted stock) on February 2, 2025 was reported two days late.
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Directors and Executive Officers

Directors




Dr. Michael J. Hartnett

Chairman, President and CEO

Director since 1992

Age: 80





Relevant Expertise

Dr. Hartnett provides the Board with significant leadership and executive experience. His proven leadership capability and his strong knowledge of the complex financial and operational issues facing mid-sized companies provides the Board with a unique and necessary perspective.

Dr. Hartnett has developed numerous patents, authored more than two dozen technical papers and is well known for his contributions to the field of tribology, the study of friction.

Career Highlights

· President and Chief Executive Officer of RBC since 1992.

· Chairman of the RBC Board since 1993.

· Held a variety of leadership positions elsewhere in the bearing manufacturing industry prior to joining RBC.

Education

· Bachelor of Science, Mechanical Engineering, University of New Haven

· Master’s degree, Worcester Polytechnic Institute

· Ph.D., Applied Mechanics, University of Connecticut




Daniel A. Bergeron

Vice President and COO

Joined RBC in 2003

Director since 2013

Age: 65



Relevant Expertise

Mr. Bergeron’s proven leadership capability and his strong knowledge of the complex financial and operational issues facing mid-sized companies provides the Board with a unique and necessary perspective. Mr. Bergeron provides the Board with significant financial leadership and executive experience.

Career Highlights

· Vice President and Chief Operating Officer of RBC since 2017.

· Served as Vice President and Chief Financial Officer from 2003 to 2020.

· Joined RBC in 2003 as Vice President, Finance.

· 15 years of experience with other companies in financial leadership and financial reporting functions prior to joining RBC.

Education

· Bachelor of Science, Finance, Northeastern University

· MBA, University of New Haven
[image: ]


















2025 Proxy Statement	19




Michael H. Ambrose

Independent Director

Director since 2019

Age: 63






Relevant Expertise


Mr. Ambrose has extensive manufacturing leadership and technology experience. He will retire from the Board at the annual meeting in September.

Career Highlights

· Principal Partner of MH Ambrose Consulting (which consults on a variety of subjects with aerospace OEMs, tier 1 suppliers, and private equity startups) since 2024.

· In 2023, completed a 39-year career with Sikorsky Aircraft serving in many executive roles including Chief Engineer and Vice President of Engineering & Technology.

· Serves as Chairman of the University of New Haven Board of Governors.

· Serves as Vice President of the Connecticut Academy of Scientists and Engineers.

Education

· Bachelor of Science, Mechanical Engineering, University of New Haven

· Master’s degree, Engineering Management, Massachusetts Institute of Technology




Richard R. Crowell

Lead Independent Director

Director since 2002

Age: 70



Relevant Expertise

Mr. Crowell brings broad business, financial and executive leadership experience to the Board developed through his various leadership roles and he has extensive experience with a number of precision manufacturing and aerospace companies. His extensive financial experience also qualifies him as an ‘‘audit committee financial expert.’’

Career Highlights


• Appointed Lead Independent Director of the RBC Board in June 2025.
Board Committees:
• Managing Partner of Vance Street Capital LLC, a private equity investment firm he founded
• Audit
in 2007.

· Spent 24 years in leadership positions in the private equity and investment banking industries prior to founding Vance Street.

Education

· Bachelor of Arts, University of California, Santa Cruz

· MBA, UCLA Anderson School of Business




Frederick J. Elmy

Independent Director

Director since 2024

Age: 64




Relevant Expertise

During his nearly 40 years with PricewaterhouseCoopers, Mr. Elmy worked extensively on public and private company audits, financial markets transactions, mergers and acquisitions, risk management, technical accounting, and SEC and financial reporting matters. His extensive financial experience qualifies him as an ‘‘audit committee financial expert.’’

Career Highlights


• Partner at PricewaterhouseCoopers from 1994 until his retirement in 2021.
Board Committees:
• While with PwC, served in several roles including:
• Audit
○	National Office Partner— Accounting and SEC Services;

○ Audit Partner—Financial Services, Industrial Products and Technology; and ○ Financial Markets Partner—Accounting Advisory and Treasury Services.
• Executive-in-Residence at Yale University.

Education

· Bachelor of Arts, Economics, University of Pennsylvania

· Certified Public Accountant
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Dolores J. Ennico

Independent Director

Director since 2020

Age: 72





Relevant Expertise


Ms. Ennico has deep knowledge of human capital management, including executive compensation and C-suite experience with a Fortune 500 company. Her perspectives and experience enhance the Board’s oversight of succession planning as well as the Company’s internal development projects and external opportunities.

Career Highlights


• Principal  of  Canterbury  Consulting  (which  provides  strategic  and  business  support  to
Board Committees:
organizations on a variety of issues including human capital management, organizational
• Compensation (Chair)
effectiveness, executive compensation and governance) since 2020.
• Nominating and Governance
•	Chief Human Resources Officer of Olin Corporation from 2009 to 2018 and prior to that served Olin in a variety of capacities from 1974.

•	Member of the Board of Governors of the University of New Haven and a member of its Compensation Committee.

• Member of the Executive Committee of the Board of the Girl Scouts of Connecticut.

• Member of the National Association of Corporate Directors (NACD).

Education

· Bachelor of Science, Microbiology, Southern Connecticut State University

· Master’s degree, Biochemistry, Southern Connecticut State University

· MBA, University of New Haven




Dr. Amir Faghri

Independent Director

Director since 2022 and before that from 2004 to 2022

Age: 74




Relevant Expertise

Dr. Faghri’s extensive experience as a leader in the engineering profession—as an educator, scientist and administrator—along with his associations with U.S. companies and global academic institutions, provides the Company with valuable state-of-the-art resources in engineering, manufacturing and information technology, as well as unparalleled expertise in workforce development.

Career Highlights


• Currently Distinguished Professor Emeritus and Distinguished Dean Emeritus of Engineering at
Board Committees:
the University of Connecticut
• Compensation
• Currently Distinguished Adjunct Professor at the University of California, Los Angeles.

• Dean of the University of Connecticut School of Engineering from 1998 to 2006.

•	Has served as a consultant to several major research centers and corporations, including Los Alamos and Oak Ridge national laboratories, Exxon Mobil Corporation, and Intel Corporation.

Education

· Bachelor of Science, Oregon State University (highest honors)

· Master’s degree and Ph.D., Mechanical Engineering, University of California, Berkeley
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Dr. Steven H. Kaplan

Independent Director

Director since 2018

Age: 72





Relevant Expertise


Dr. Kaplan’s knowledge and leadership experience allows Dr. Kaplan to provide the Company with a wealth of valuable international executive experience and a perspective that provides the Board a critical resource for management. His association with U.S. companies and global academia provides the Company with a valuable state of the art executive management resource.

Career Highlights


• President Emeritus of the University of New Haven since 2023.
Board Committees:
• Served as President of the University of New Haven from 2004 to 2023.
• Compensation
• Prior to the University of New Haven, spent many years in teaching and leadership roles at other
• Nominating and Governance
universities including the University of Virginia's College at Wise, the University of Maryland, Eberhard-Karls Universität (Tübingen, Germany), the University of Southern Colorado, the State University of New York at Buffalo and Butler University.

Education

· Bachelor of Arts, University of California, Los Angeles

· Master’s degree and Ph.D., Eberhard-Karls Universität.




Edward D. Stewart

Independent Director

Director since 2013

Age: 82


Board Committees:

· Audit (Chair)

· Nominating and Governance




Relevant Expertise

Mr. Stewart’s extensive leadership experience as a senior executive and as a director of other publicly-traded and private companies is an invaluable resource to the Board. His financial experience also qualifies him as an ‘‘audit committee financial expert.’’

Career Highlights

· Former Chairman of the Board of ATC Technology Corporation (a then-publicly-held third-party logistics services provider).

· Many years of financial and operational experience with General Electric Company including as Executive Vice President of GE Capital and Chief Financial Officer of a number of other GE businesses.

Education

· Bachelor of Arts, Economics, Tufts University
[image: ]




























22	[image: ][image: ][image: ]  2025 Proxy Statement
[image: ]




Nondirector Executive Officers




Richard J. Edwards

Vice President and General Manager

Joined RBC in 1990

Age: 69





Career Highlights

Mr. Edwards has been with the Company since 1990 and was appointed Vice President and General Manager for the RBC Divisions in 1996.

Education

· Bachelor of Science, Management, Arizona State University




John J. Feeney

Vice President, General Counsel and Secretary

Joined RBC in 2014

Age: 56




Career Highlights

Mr. Feeney joined RBC as Assistant General Counsel in 2014 and in 2020 was appointed Vice President, General Counsel and Secretary. Prior to joining us, he spent 14 years in the legal departments of other corporations and the New York City Law Department.

Education

· Bachelor of Arts, History, St. Joseph’s University

· Master’s degree, St. John’s University

· J.D., SUNY Buffalo School of Law




Robert M. Sullivan

Vice President and CFO

Joined RBC in 2016

Age: 41



Career Highlights

Mr. Sullivan joined RBC in 2016 as Assistant Corporate Controller, in 2017 was appointed Corporate Controller, and then in 2020 was appointed Vice President and Chief Financial Officer. Prior to joining us, he spent three years at Sikorsky Aircraft Corporation and six years in Ernst & Young’s audit practice.

Education

· Bachelor of Science, Accounting, Fairfield University

· Master’s degree, Accounting & Taxation, University of Hartford

· MBA, University of Connecticut

· Certified Public Accountant
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Compensation Discussion and Analysis



This Compensation Discussion and Analysis provides a description of our executive compensation philosophy and program, the decisions the Compensation Committee has made

Our named executive officers (NEOs) for fiscal 2025 were:



under this program, and the factors considered in making those decisions.



	Name
	Position

	
	

	Dr. Michael J. Hartnett
	Chairman, President and Chief Executive Officer(1)

	Daniel A. Bergeron
	Director, Vice President and Chief Operating Officer(2)

	Richard J. Edwards
	Vice President and General Manager(2)

	John J. Feeney
	Vice President, General Counsel and Secretary(2)

	Robert M. Sullivan
	Vice President and Chief Financial Officer(3)



(1) Our principal executive officer.

(2) One of our three most highly compensated executive officers for fiscal 2025 other than our principal executive and financial officers.

(3) Our principal financial officer.


Compensation Philosophy

Pay-for-Performance

The Company’s core focus is on the delivery of sustainable Company performance and long-term stockholder value. The Company’s compensation program is designed to support this focus by incentivizing and rewarding executives for achieving outstanding performance and generating value for our stockholders.

The Company enthusiastically embraces the pay-for-performance philosophy. Over the last several years, we have achieved outstanding performance across numerous metrics,









and we believe this outstanding performance underscores the effectiveness of our compensation program. See ‘‘Business Highlights—Operating Performance Highlights’’ above.

The compensation program is designed to attract and retain top quality and experienced executives by providing the opportunity to earn competitive cash compensation based on corporate, business unit and individual performance, plus the opportunity to accumulate stock-based wealth commensurate with the long-term growth and value created for the Company’s stockholders.



	
	What We Do
	What We Don’t Do

	
	
	

	•
	Annual say-on-pay vote
	•  No executive officer employment agreements, other than for the

	•
	Performance-driven compensation philosophy
	CEO and COO

	•  Balance compensation with both short- and long-term
	•  No guaranteed bonuses or salary increases

	
	incentives using multiple performance measures
	•  No re-pricing or backdating of options

	•  Set challenging quantitative performance measures
	•  No share recycling under long-term incentive plans

	•  Rigorous stock ownership guidelines for executive officers
	•  No excessive severance and/or change-in-control provisions

	•  Retain independent compensation consultants as needed
	•  No tax ‘‘gross-ups’’



· Use an appropriate peer group selected based on a range of factors

· Maintain a clawback policy on all incentive compensation

· Use double-trigger provisions in the event of a change in control

· Engage regularly with stockholders on executive compensation

· Limited perquisites
[image: ]
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Performance Metrics and the Use of Adjusted EBITDA


Adjusted EBITDA (i.e., our consolidated net income (i) plus interest, taxes, depreciation, amortization and equity-based incentive compensation expense, (ii) plus other non-operating expenses or minus other non-operating income, and (iii) as adjusted for various unusual or non-recurring items) is the core measure used to assess Company operating performance under the variable pay program applicable to our executive officers.

The Company and Compensation Committee believe that adjusted EBITDA is the most appropriate measure of operating performance for a number of reasons, and that, of the various performance metrics we could use under our variable pay program, adjusted EBITDA most closely aligns with our stockholders’ interests. Thus, the Compensation Committee uses adjusted EBITDA performance to determine the majority of the variable compensation of the CEO and COO.

We believe quite strongly that adjusted EBITDA is the most appropriate metric and that its use as the primary performance metric is a significant driver for our outstanding results and stock performance for the following reasons:

· Our motivation in selecting performance metrics is to choose the metric that most accurately captures our performance as a company and the value that we are generating for our stockholders. We believe that adjusted EBITDA is that metric.

· Adjusted EBITDA is the foundation on which all of our business units run. Over the years we have developed a strong focus and discipline around cash management and capital allocation from the top of the organization to the bottom. We continue to apply this focus in operating the Company today.

· Adjusted EBITDA allows management, investors and others to evaluate and compare the Company’s core operating results, including return on capital and operating efficiencies, from period to period by removing the impact of the Company’s capital structure (interest expense from our outstanding debt), asset base (depreciation and amortization), tax consequences, other non-operating items, and share-based compensation.

· Adjusted EBITDA is the measure that guides the Company, through managing cash flow, operating cost and efficiency, and capital allocation, during periods of economic downturn and inhibits the manipulation of operating performance through excessive leverage or capital expenditures, the impact of which are more problematic during periods of economic downturn.
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· Adjusted EBITDA is a key driver for debt covenants.

· We use adjusted EBITDA for business planning purposes, to run the business, for capital allocation decisions, and to evaluate and price potential acquisitions.

· In addition to its use by management, we also believe adjusted EBITDA is a measure widely used by securities analysts, investors, and others to evaluate the financial performance of the Company and other companies in our industry.

· We view adjusted EBITDA as the most reliable bellwether of how well we are converting the Company’s revenue into value for our stockholders.

We have relied on adjusted EBITDA as our primary performance metric since our IPO in 2005, when our stock entered the market at $14.50 per share. On July 8, 2025, our stock closed at $381.60 per share.

ROIC (i.e., return on invested capital) is also used as a metric for determining a portion of the size of the CEO and COO’s awards under the equity incentive program. ROIC is defined as adjusted operating income (AOI) divided by equity plus debt less cash, with equity, debt and cash adjusted to eliminate the effects of acquisitions and divestitures. AOI is defined as operating income adjusted to eliminate the effects of asset impairments, restructurings, acquisitions, divestitures, various unusual or non-recurring items, plant closing costs, and the cumulative effect of tax or accounting changes, as determined in accordance with GAAP. The use of ROIC as a performance metric came out of investor feedback that we received in 2017 as well as our belief that ROIC captures not just profitability but whether the magnitude of profitability is appropriate for the investments made. ROIC can also be compared across companies and industries and provides a closer link to key drivers of value creation. We also believe that ROIC works in close synergy with our primary metric of adjusted EBITDA.

Total Shareholder Return (TSR) is an additional metric that the Compensation Committee, following investor feedback in early 2024, decided to use for determining a portion of the size of the CEO and COO’s awards under the equity incentive program, starting with awards to be made in fiscal 2028 for the Company’s TSR performance against its peer group average TSR during the trailing five-year period (2024 – 2028).
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Stockholder Engagement and Outreach


The Board values its relationship with our stockholders and the feedback they provide the Company. We periodically engage with them to discuss matters affecting the Company, including executive compensation. Stockholder feedback helps inform the decisions of the Board and the Compensation Committee.

At our annual meeting in September 2024, the say-on-pay proposal received support from 80% of the votes cast, an increase of 25 percentage points from the 2023 annual meeting. This improvement followed substantial stockholder engagement including meetings with stockholders representing over 52% of our outstanding stock, and was led by the Chair of our Compensation Committee, Dolores J. Ennico, together with our CFO and General Counsel. Following this investor outreach, the Compensation Committee adjusted the CEO/COO equity



incentive award program by (i) eliminating the overlapping metrics of the short-term and long-term components by removing ROIC as a short-term metric and adjusted EBITDA as a long-term metric, (ii) adding TSR as a long-term metric, and (iii) adjusting the weighting of the CEO’s short-term and long-term components from 70/30 to 60/40 at the target performance level. The Compensation Committee believes that these changes to the CEO and COO’s equity incentive award program, together with changes implemented in 2022 following previous investor outreach, more closely align our compensation program with best practices and stockholder expectations.

Our most recent stockholder outreach was conducted in August and September 2024. See ‘‘Board of Directors and Corporate Governance—Stockholder Engagement’’ above.



Compensation Program Components and Pay Outcomes for Fiscal 2025



The NEOs’ primary compensation elements are base salary, annual cash performance bonuses, and long-term equity incentive awards in the form of restricted stock, unrestricted stock and/or stock options. In addition, the NEOs participate in our various employee benefit plans and receive certain perquisites.

1. Base Salary: Base salaries for the executive officers are reviewed annually by the Compensation Committee taking into account a number of factors including the terms of the officer’s employment agreement in the case of the CEO and COO, peer group data, the CEO’s salary recommendations in the case of officers other than the CEO, tenure, performance in role, competitive positioning against market, value to the Company, potential, scope of responsibility, and prior experience.

2. Annual Performance Bonuses: Cash performance bonuses are paid to the executive officers each year depending on Company performance and, in the case of executive officers other than the CEO and COO, individual performance. The bonuses for the CEO and COO are prescribed in their employment agreements, which were first put in place several years ago. The CEO or COO’s bonus for a particular year equals their base salary multiple that corresponds to the
[image: ]




Company’s performance level against its adjusted EBITDA plan for the year. The Compensation Committee believes that these bonuses incentivize the CEO and COO to deliver the best possible short-term performance while still maintaining a focus on long-term performance through the other elements of their compensation program.

3. Long-Term Equity Incentive Awards: Historically, the CEO and COO received annual performance stock awards and stock options based on formulas tied to the Company’s performance against its adjusted EBITDA and ROIC plans for the prior year. In 2022 the Compensation Committee made changes to the equity awards to the CEO and COO to provide better incentives for them to deliver long-term performance by tying a portion of the awards to three-year performance cycles, as well as ceasing the use of stock options. The Committee also decided that, in order to have greater predictability of the amount of compensation delivered to the CEO and COO through equity awards, the size of the awards would be tied to a base salary multiple rather than to a number of shares as had been the Company’s practice in the past. Executive officers other than the CEO and COO typically receive an annual award of restricted stock and stock options.
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Details of the NEOs’ compensation and outcomes for fiscal 2025 are described below.

CEO Compensation Mix


For fiscal 2025, our CEO’s total compensation was $19,558,706 of which $17,869,573 (91.4% of total compensation) was pursuant to performance-based compensation programs. The following pay mix graph demonstrates the focus on performance-based pay for the CEO:



1%
	Employment
	8 %

	Agreement Perquisites
	Base Salary
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Note About Timing of Presentation of Equity-Based Compensation Data


In June 2024, the Company entered into new employment agreements with the CEO and COO. Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 718 provides that the ‘‘grant date’’ of equity awards under these new agreements is the date the relevant performance plan target is established by the Compensation Committee (i.e., at the beginning of the performance period). However, in the case of equity awards to other NEOs, as well as equity awards to the CEO and COO prior to their new agreements, the ‘‘grant date’’ is the date the award is actually made to the recipient. Because of this difference, compensation reported in the proxy statement for our CEO, COO and other NEOs will include equity awarded in different fiscal years.

Specifically, the CEO Compensation Mix chart above, the tables appearing under ‘‘Compensation Tables’’ and ‘‘Pay Versus Performance,’’ and the information in ‘‘CEO Pay Ratio’’ in this proxy statement include:



· One-year awards made to all NEOs, including the CEO and COO, in fiscal 2025 based on fiscal 2024 performance,

· One-year awards made to the CEO and COO in fiscal 2026 based on fiscal 2025 performance, and

· Three-year awards to be made to the CEO and COO in fiscal 2028 based on performance for the three years ending with fiscal 2027.

The (i) one-year awards made to the executive officers other than the CEO and COO in fiscal 2026 based on fiscal 2025 performance and (ii) three-year awards made to the CEO and COO in fiscal 2026 based on performance for the three years ended with fiscal 2025 (which are described in ‘‘Long-Term Equity Incentive Awards’’ below) will be presented in the CEO Compensation Mix chart and compensation tables appearing in next year’s proxy statement.


Base Salaries

The NEOs’ base salaries for fiscal 2025 were, and their base salaries for fiscal 2026 are, as follows:

	
	Fiscal 2025
	Fiscal 2026
	

	
	Base Salary
	Base Salary(1)
	Percent Increase

	Dr. Michael J. Hartnett
	$1,500,000
	$1,545,000
	3.0%

	
	
	
	

	Daniel A. Bergeron
	672,525
	692,701
	3.0%

	
	
	
	

	Richard J. Edwards
	384,312
	395,841
	3.0%

	
	
	
	

	John J. Feeney
	292,625
	301,404
	3.0%

	
	
	
	

	Robert M. Sullivan
	325,428(2)
	341,699
	5.0%



(1) All increases for fiscal 2026 were effective June 1, 2025.

(2) Was $258,428 at the start of fiscal 2025 before being increased at the end of the second quarter of the fiscal year.
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Annual Performance Bonuses

Under the Company’s annual incentive compensation plan, the Company pays performance-based annual cash bonuses based on performance for the fiscal year then completed.

CEO and COO

The CEO and COO are eligible for a performance-based cash bonus each year based on the Company’s performance against its adjusted EBITDA plan for the then-completed fiscal year. The bonus equals the percentage of the CEO’s or COO’s fiscal year-end base salary corresponding to the level of adjusted EBITDA performance for the year as set forth in the following table.

	
	CEO and COO Annual Bonus

	
	
	

	
	CEO Bonus as a Multiple
	COO Bonus as a Multiple

	Percentage of Adjusted EBITDA to Plan
	of Base Salary
	of Base Salary

	
	
	

	Less than 80.0%
	0.00x
	0.00x

	
	
	

	80.0% to 89.9%
	0.75x
	0.45x

	
	
	

	90.0% to 99.9%
	1.0x
	0.6x

	
	
	

	100.0% to 109.9%
	1.5x
	0.9x

	
	
	

	110.0% to 119.9%
	2.0x
	1.2x

	
	
	

	120.0% or higher
	2.5x
	1.5x

	
	
	




Executive Officers in Charge of Business Units

For executive officers who are in charge of business units (only Mr. Edwards for fiscal 2025), a range of performance measures beyond adjusted EBITDA are taken into account when determining their annual performance bonuses in order to reflect the areas for which they are directly accountable. These annual performance bonuses are based on the following three-part performance plan:

1. Divisional sales plus depreciation minus total factory costs for the fiscal year. This component is targeted at 50% of the total annual performance incentive (or 30% of the executive’s fiscal year-end base salary), subject to adjustment based on level of achievement as noted below

	Percentage of Achievement
	Amount of Bonus as

	of Target Goal
	Percentage of Target

	
	

	Less than 80.1%
	No bonus

	
	

	80.1% to 99.9%
	Pro rata portion of 100%

	
	

	100.0%
	100%

	
	

	100.1% to 119.9%
	Pro rata portion of 200%

	
	

	120.0% or higher
	200%

	
	






2. Divisional revenue growth relative to U.S. gross domestic product. This component is equal to 25% of the total target annual performance incentive (or 15% of the executive’s fiscal year-end base salary). This component is earned upon achievement of divisional revenue growth that exceeds two times the U.S. gross domestic product.

3. Non-financial and qualitative performance goals. This component is equal to 25% of the total target annual performance incentive (or 15% of the executive’s fiscal year-end base salary). The CEO reviews non-financial performance in areas critical to the long-term success of the business.

In addition to annual performance bonuses, the Compensation Committee may approve additional discretionary bonuses to these executive officers in the case of exceptional performance, which is determined by the Committee with the CEO’s input.



Other Executive Officers

The annual performance bonuses for any other executive officer (i.e., the CFO and any other officer who is not the CEO or COO or in charge of a business unit), is equal to a percent of their fiscal year-end base salary depending on the Company’s overall performance and the executive officer’s individual performance as determined by the Compensation Committee with the CEO’s input.
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Fiscal 2025 Performance Bonus Payouts

The adjusted EBITDA goal for fiscal 2025 performance bonuses for the CEO and COO was set at $507.9 million in accordance with the Company’s operating plan for the year, and actual adjusted EBITDA for the year was $519.8 million, which equated to 102.3% of the plan goal. Based on this performance, the Compensation Committee approved the following annual incentive plan payments and discretionary bonuses for fiscal 2025:

	
	
	
	
	Bonus as a

	
	Performance
	Discretionary
	
	Percentage of

	
	Bonus
	Bonus
	Total Bonus
	Base Salary

	
	
	
	
	

	Dr. Michael J. Hartnett
	$2,250,000
	NA
	$2,250,000
	150.0%

	
	
	
	
	

	Daniel A. Bergeron
	605,273
	NA
	605,273
	90.0%

	
	
	
	
	

	Richard J. Edwards
	119,848(1)
	-
	119,848
	31.2%

	John J. Feeney
	NA
	$ 90,000
	90,000
	30.8%

	
	
	
	
	

	Robert M. Sullivan
	NA
	227,800
	227,800
	70.0%

	
	
	
	
	



(1)	Based on achievement of the following performance to target goal under his performance bonus plan: 90.8% of part 1; 0.0% of part 2; 100.0% of part 3.


Long-Term Equity Incentive Awards

The Company grants equity awards under its long-term incentive plans, which plans have been approved by the Company’s stockholders. These plans provide for awards of stock, restricted stock, stock options and other types of equity awards for directors, executive officers and other key employees of the Company. See ‘‘Equity Incentive Plans’’ below. Using equity for long-term incentives provides for strong stockholder alignment





and strong long-term Company performance. In determining the size of the 2025 long-term incentive awards, the Committee considers market practice, stockholder interest, retention, the portion of pay at risk, and the Company’s long-term business strategy, rewarding executives for their contribution to revenue and efficient use of capital.


Equity Incentive Program for CEO and COO

The equity incentive program for the CEO and COO is composed of one-year and three-year performance-based stock awards. The value of each award is equal to the pre-established base salary multiple that corresponds with our level of performance against pre-established financial metrics.

In prior years the awards were based on performance against adjusted EBITDA and ROIC targets, but one-year awards are now based exclusively on performance against adjusted EBITDA




targets. The three-year awards for the two three-year periods ending with fiscal 2025 and 2026 are based on performance against previously established adjusted EBITDA and ROIC targets, but awards for the three-year periods ending with fiscal 2027 and subsequent years will be based on performance against ROIC targets and the average TSR of the Company’s peer group.



One-Year Performance-Based Stock Component. The one-year component of the program provides the CEO and the COO with an annual award of stock based on the Company’s adjusted EBITDA performance against the plan for the fiscal year then ended. The number of shares awarded equals (i) the officer’s base salary at the end of the fiscal year multiplied by the base salary multiple that corresponds to the Company’s level of performance to the plan, divided by (ii) RBC’s closing stock price on the award date. The CEO is awarded shares of unrestricted stock while the COO is awarded shares of restricted stock, which vest and cease to be restricted in one-third increments on each of the first, second and third anniversaries of the award date. The criteria for determining one-year awards to the CEO and COO are as follows:

	
	CEO and COO One-Year Adjusted EBITDA-Based Awards

	
	
	

	
	CEO Award Value as a
	COO Award Value as a

	Percentage of Adjusted EBITDA to Plan
	Multiple of Base Salary
	Multiple of Base Salary

	
	
	

	Less than 75.0%
	0.0x
	0.0x

	
	
	

	75.0% to 84.9%
	2.8x
	1.45x

	
	
	

	85.0% to 94.9%
	3.5x
	1.9x

	
	
	

	95.0% to 104.9% (target)
	4.5x
	2.6x

	
	
	

	105.0% to 114.9%
	5.25x
	3.05x

	
	
	

	Over 114.9%
	6.65x
	4.85x
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For fiscal 2025 the Compensation Committee established an adjusted EBITDA target of $507.9 million. Based on our actual results of $519.8 million of adjusted EBITDA (102.3% of plan), in May 2025 Dr. Hartnett was awarded 18,495 shares of stock having an aggregate award date value of $6,749,935 (4.5 times base salary), and Mr. Bergeron was awarded 4,791 shares of stock having an aggregate award date value of $1,748,523 (2.6 times base salary).

Three-Year Performance-Based Stock Component. The three-year component of the program provides the CEO and the COO with an annual award of stock based on the Company’s performance during the three-fiscal-year period then ended. The number of shares awarded equals (i) the officer’s base salary at the end of the third fiscal year multiplied by the base salary multiple that corresponds to the Company’s level of performance, divided by (ii) RBC’s closing stock price on the award date. The CEO and COO are awarded shares of unrestricted stock.

Fiscal 2025 and 2026. For the three-year period ended with fiscal 2025 and the three-year period ending with fiscal 2026, the awards are based on average adjusted EBITDA and ROIC targets established by the Compensation Committee at the beginning of those periods. The applicable salary multiples are as follows:

	
	CEO and COO Three-Year Average Adjusted EBITDA-Based Awards(1)

	
	CEO Award Value as a
	COO Award Value as a

	Percentage of average adjusted EBITDA to Plan
	Multiple of Base Salary
	Multiple of Base Salary

	
	
	

	Less than 75.0%
	0.0x
	0.0x

	
	
	

	75.0% to 84.9%
	0.6x
	0.3x

	
	
	

	85.0% to 94.9%
	0.9x
	0.6x

	
	
	

	95.0% to 104.9% (target)
	1.2x
	0.8x

	
	
	

	105.0% to 114.9%
	1.65x
	1.0x

	
	
	

	Over 114.9%
	2.25x
	1.25x

	
	
	



(1)	For three-year periods ending with fiscal 2025 and fiscal 2026.

	
	CEO and COO Three-Year Average ROIC-Based Awards(1)

	
	
	CEO Award Value as a
	COO Award Value as a

	
	Average ROIC as % of Plan(2)
	Multiple of Base Salary(2)
	Multiple of Base Salary(2)

	Threshold
	-0.75%
	0.3x
	0.2x

	
	
	
	

	Target
	0.00%
	0.6x
	0.3x

	
	
	
	

	Maximum
	+0.75%
	1.2x
	0.7x

	
	
	
	



(1) For three-year periods ending with fiscal 2025 and fiscal 2026.

(2) In between is straight line.

For the three-year period ended with fiscal 2025 the Compensation Committee established average adjusted EBITDA and ROIC targets of $418.5 million and 6.95%, respectively. Based on our actual results of $478.8 million of average adjusted EBITDA over the three years (114.4% of plan) and average ROIC of 8.76% for the three years (1.8% above plan), in May 2025 Dr. Hartnett was awarded 11,713 shares of stock having an aggregate award date value of $4,274,776 (2.85 times base salary), and Mr. Bergeron was awarded 3,131 shares of stock having an aggregate award date value of $1,142,690 (1.7 times base salary).
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Fiscal 2027 and Thereafter. For three-year periods ending with fiscal 2027 and thereafter, instead of being based on average adjusted EBITDA and ROIC performance as described above, awards will be based on (i) the Company’s five-year trailing TSR against the average TSR of the Company’s peer group as it exists at the start of the three-year period, and (ii) the Company’s performance against average ROIC targets established by the Compensation Committee at the beginning of those periods. The applicable salary multiples are as follows:

	
	CEO and COO TSR-Based Awards(1)

	
	CEO Award Value as a
	COO Award Value as a

	Trailing Five-Year TSR as a Percentage of Peer Group Average
	Multiple of Base Salary
	Multiple of Base Salary

	
	
	

	Less than 75.0%
	0.0x
	0.0x

	
	
	

	75.0% to 84.9%
	0.5x
	0.25x

	
	
	

	85.0% to 94.9%
	0.75x
	0.5x

	
	
	

	95.0% to 104.9%
	1.0x
	0.65x

	
	
	

	105.0% to 114.9%
	1.25x
	0.75x

	
	
	

	Over 114.9%
	1.5x
	0.85x

	
	
	



(1)	For three-year periods ending with fiscal 2027 and thereafter.

	
	CEO and COO Three-Year Average ROIC-Based Awards(1)

	
	
	CEO Award Value as a
	COO Award Value as a

	
	Average ROIC as % of Plan(2)
	Multiple of Base Salary(2)
	Multiple of Base Salary(2)

	Threshold
	-0.75%
	1.0x
	0.4x

	
	
	
	

	Target
	0.00%
	2.0x
	0.6x

	
	
	
	

	Maximum
	+0.75%
	4.0x
	1.75x

	
	
	
	



(1) For three-year periods ending with fiscal 2027 and thereafter.

(2) In between is straight line.

Program Modifications in Response to Stockholder Feedback. The modifications to the equity incentive program described above were made by the Compensation Committee in 2024 in response to stockholder feedback regarding the use of overlapping metrics in the one-year and three-year components of the program and the relative weighting of the two components. Stockholder feedback regarding overlapping metrics was addressed by eliminating ROIC as a one-year metric and replacing adjusted EBITDA with TSR as a three-year metric. Stockholder feedback regarding relative weighting was addressed by adjusting the CEO’s target salary multiples so that the target value of his one-year award moves from 70% to 60% of the total value of the equity incentive program and his three-year award moves from 30% to 40% of the total value once the modified program is implemented in fiscal 2028.

Performance Targets for Future Awards. Future awards to be made to the CEO and COO under the one-year and three-year components of the performance-based equity program will be based on performance against the Company’s adjusted EBITDA and ROIC plans established by the Compensation Committee early in the relevant performance periods. The Committee has decided that we will not disclose those targets in advance because adjusted EBITDA is the key metric for our performance and disclosure of our targets would provide our competitors insight into our business strategy and could cause us substantial harm.


Equity Incentive Program for Other Executive Officers

When determining whether to make equity awards to the executive officers, other than the CEO and COO, and when determining the size of any such awards, the Compensation Committee considers a number of factors:

· Assessments by the CEO and the Compensation Committee of the achievement of applicable performance metrics;

· The perceived incentive that any award would provide to generate long-term stockholder value; and
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· The contribution of the individual.

Restricted stock and stock options awarded to the other executive officers vest in one-fifth increments over the first five anniversaries of the award date. Stock option exercise prices are set at RBC’s closing stock price on the award date and options expire after seven years. To date all options awarded to executive officers have been non-qualified stock options, not incentive stock options.
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Long-Term Equity Incentive Awards for Fiscal 2025 Performance

The Compensation Committee made the following awards under the long-term equity incentive plans in fiscal 2026 for performance in fiscal 2025 and the three-year period ended with fiscal 2025:

	
	Stock Fair Value(1)
	Stock Options Fair Value(1)

	Dr. Michael J. Hartnett
	$11,024,712
	NA

	
	
	

	Daniel A. Bergeron
	2,891,213
	NA

	
	
	

	Richard J. Edwards
	145,984
	$243,794

	
	
	

	John J. Feeney
	145,984
	135,441

	
	
	

	Robert M. Sullivan
	656,928
	474,043

	
	
	



(1) The amounts represent the fair market value of the award on the award date. The fair market value of shares is calculated using the closing stock price on the award date ($364.96) multiplied by the number of shares. The fair market value of stock options is calculated using the Black-Scholes model, which determined a fair value of $135.44 per option. As these represent values as of the award date, they do not reflect the actual value that will be received at the time shares of restricted stock vest or options are exercised, which value will depend on market conditions at that time.


Benefits and Perquisites


In addition to the core elements of executive compensation outlined above (i.e., base salary, performance-based annual cash bonus, and equity awards under the long-term equity incentive







plans), NEOs are eligible for certain additional benefits, perquisites and plans, as described below.


Employee Benefits

The executive officers are eligible to participate in all our benefit plans generally made available to our employees including medical, dental and vision coverage and life insurance.

Retirement Plans

The executive officers participate in the Company’s 401(k) plan on the same terms and conditions as all other eligible employees. The plan is funded by eligible participants through employee contributions and by the Company through a 3% non-contributory amount based on earnings plus certain profit sharing and other matching arrangements at certain business units.

The Company also maintains a Supplemental Executive Retirement Plan (SERP), a non-qualified supplemental pension plan for executives that provides pension benefits in excess of











those provided by the 401(k) plan. The SERP allows eligible employees to elect to defer, until termination of their employment, the receipt of up to 75% of their salary and up to 100% of their annual bonus. Accounts are paid, either in a lump sum or installments, upon retirement, death or termination of employment. Accounts are generally payable from our general assets and employees’ right to receive payments are subject to the rights of our creditors.


Perquisite Programs

The perquisites provided to the CEO are set out in his employment agreement and include either 20 hours per year of flight time or a $120,000 annual allowance for non-business travel on private aircraft, a leased vehicle, healthcare expense reimbursements, reimbursement of personal expenses of $50,000, hospitalization insurance, and an apartment in Los
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Angeles for use by Dr. Hartnett while on business. The perquisites provided to the COO are set out in his employment agreement and include a vehicle allowance, and healthcare and disability insurance expense reimbursements. Other NEOs may also receive perquisites including reimbursement of certain personal expenses, or a leased vehicle or a vehicle allowance.
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Executive Compensation Process and Policies




Compensation Committee

Dolores J. Ennico (Chair)

Dr. Amir Faghri

Dr. Steven J. Kaplan

Each member satisfies the NYSE’s independence requirements.





· Oversees the manner in which the Board discharges its responsibilities relating to the Company’s executive compensation program.

· In consultation with the Board, the CEO and senior management, develops and approves the executive compensation philosophy.

· Reviews and approves corporate goals and objectives related to the CEO and COO’s compensation and evaluates their performance.

· Determines the CEO and COO’s compensation and reviews and approves the CEO’s recommendations regarding the compensation of the other executive officers.

· Sole authority to retain executive compensation consultants engaged to provide advice to the Compensation Committee in connection with its responsibilities and to retain other professional advisors when necessary or appropriate.




Outside Compensation Advisor

As selected and retained by the Compensation Committee from time to time.




· Provides peer group compensation data.

· Provides information regarding compensation best practices.

· Assists with compensation program design.




Senior Management

CEO, COO, CFO, General Counsel



· The CEO, who is in the best position to initially assess performance, makes recommendations to the Compensation Committee regarding compensation decisions regarding the executive officers other than the CEO and COO.

· Senior management provides input and feedback to the Compensation Committee regarding the Compensation Committee’s compensation process and the compensation program design.

· Senior management may be invited to attend Compensation Committee or Board meetings from time to time, or to contribute materials for such meetings.





Compensation Peer Group


The Compensation Committee compares the Company’s senior management compensation levels with those of companies in a group of peer companies selected by the Compensation Committee based on a number of criteria including industry focus, and company scope measured through market capitalization, headcount and financial performance.

The Compensation Committee believes that this customized approach is preferable to an algorithmic GICS code approach to selecting a peer group, which lacks the precision and ability to take into account unique circumstances that we believe are
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crucial to devising a fairly representative peer group. In 2024, the Compensation Committee modified our compensation peer group by replacing seven of the companies to better align RBC with its peers in light of our increasing revenue and profitability. The Committee has not made any changes to the peer group this year except to recognize that the Barnes Group, which was in our peer group last year, went private in January 2025. Our peer group includes companies in the industrial machinery, aerospace & defense, and electrical components and equipment industries.
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	Peer Group

	
	

	Carlisle Companies
	Hexcel

	Curtiss-Wright
	ITT

	Dana
	Regal Rexnord

	Enerpac Tool Group
	Terex

	Flowserve
	Textron

	Gates Industrial
	Timken

	Graco
	Woodword

	HEICO
	

	
	





Compensation Governance Policies


Compensation Committee Interlocks and Insider Participation. No member of the Compensation Committee has ever been an officer or employee of the Company, or had any relationship with the Company requiring disclosure as a related-party transaction. No executive officer of the Company has served on the board of directors or compensation committee of any other entity that has or has had one or more executive officers who served as a member of the Board or the Compensation Committee during fiscal 2025.

Compensation Clawback Policy. The Company maintains a Compensation Clawback Policy in order to foster a culture that emphasizes integrity and accountability and that reinforces our pay-for-performance compensation philosophy. This policy, which complies with the listing standards of the New York Stock Exchange and SEC regulations, provides that if we need to restate our financial statements (or have a ‘‘little r’’ restatement) and the amount of any incentive-based compensation actually paid or awarded to any executive officer would have been less had it been calculated based on such restated financial statements, then, subject to certain exceptions permitted by the NYSE, the Compensation Committee must seek to recover the pre-tax difference between the amount actually paid and the amount that should have been paid. The Compensation Clawback Policy is filed as Exhibit 97 to our Annual Report on Form 10-K filed May 17, 2024.

Stock Ownership Guidelines. We have adopted stock ownership requirements for each of our executive officers and non-employee directors. These stock ownership requirements are designed to ensure meaningful stock ownership by our executive officers and non-employee directors, thereby aligning






their interests with those of our other stockholders. Each executive officer and non-employee director must achieve and maintain ownership of shares of our common stock at least equal to the following:

	Position
	Value of Stock

	
	

	CEO
	6x base salary

	
	

	All other executive officers
	3x base salary

	
	

	Non-employee directors
	3x annual retainer fee

	
	



Our stock ownership program requires the accumulation of stock over a five-year period following the date the person becomes subject to stock ownership requirements. Executive officers who experience a change in base salary have three years from the date of such change to achieve the new level of ownership. Ownership credit is given for restricted stock but not for stock options. The Compensation Committee reviews compliance with these guidelines on an annual basis. The full text of the Company’s Stock Ownership Guidelines is filed as Exhibit 10.1 to our Current Report on Form 8-K dated June 17, 2013.

Deductibility of Executive Compensation. Section 162(m) of the Internal Revenue Code generally disallows a tax deduction to a public corporation for compensation over $1,000,000 paid in any fiscal year to its named executive officers. The deductibility of compensation is one of many factors that the Compensation Committee takes into consideration when designing the Company’s executive compensation program, but the Committee does not have a policy to limit executive compensation to that deductible under Section 162(m).



Compensation Committee Report on Executive Compensation



The Compensation Committee of the Board has reviewed and discussed with management the Compensation Discussion and Analysis. Based on that review and discussion, the members of the Compensation Committee recommended to the Board that the Compensation Discussion and Analysis be included in this proxy statement.
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Respectfully submitted,

The Compensation Committee of the Board of RBC Bearings Incorporated

Dolores J. Ennico (Chair)

Dr. Amir Faghri

Dr. Steven H. Kaplan
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Employment Agreements and Change-in-Control and Severance Arrangements


Employment Agreements with CEO and COO

In June 2024, the Company and Dr. Hartnett entered into a new employment agreement that amended and restated his prior employment agreement entered into in 2022. The new agreement has an initial term expiring on March 31, 2026 and automatically renews thereafter for successive 12-month periods unless either party gives 90 days’ notice of nonrenewal. The agreement provides, among other things, for (i) a base salary of $1,500,000 per year, which was increased in fiscal 2026 as described under ‘‘Compensation Program Components and Pay Outcome for Fiscal 2025—Base Salary’’ above, (ii) an annual cash performance bonus as described under ‘‘Compensation Program Components and Pay Outcome for Fiscal 2025—Annual Performance Bonus—CEO and COO’’ above, (iii) annual equity incentive awards as described under ‘‘Compensation Program Components and Pay Outcome for Fiscal 2025—Long-Term Equity Awards—Equity Incentive Program for CEO and COO’’ above, and (iv) certain severance benefits as described under ‘‘Severance Other Than Following a Change in Control’’ below. Dr. Hartnett’s base salary is to be reviewed annually and can be increased, but not decreased, as the Compensation Committee determines. The agreement also contains a change-in-control provision and sets forth certain perquisites he is to receive. A copy of Dr. Hartnett’s employment agreement is filed as Exhibit 10.1 to our Current Report on Form 8-K dated June 28, 2024.

In June 2024, the Company and Mr. Bergeron entered into a new employment agreement that amended and restated his prior





employment agreement entered into in 2022. The new agreement has an initial term expiring on March 31, 2026 and automatically renews thereafter for successive 12-month periods unless either party gives 90 days’ notice of nonrenewal. The agreement provides, among other things, for (i) a base salary of $672,525 per year, which was increased in fiscal 2026 as described under ‘‘Compensation Program Components and Pay Outcome for Fiscal 2025—Base Salary’’ above, (ii) an annual cash performance bonus as described under ‘‘Compensation Program Components and Pay Outcome for Fiscal 2025—Annual Performance Bonus—CEO and COO’’ above, (iii) annual equity incentive awards as described under ‘‘Compensation Program Components and Pay Outcome for Fiscal 2025—Long-Term Equity Awards—Equity Incentive Program for CEO and COO’’ above, and (iv) certain severance benefits as described under ‘‘Severance Other Than Following a Change in Control’’ below. Mr. Bergeron’s base salary is to be reviewed annually and can be increased, but not decreased, as the Compensation Committee determines. The agreement also contains a change-in-control provision and sets forth certain perquisites he is to receive. A copy of Mr. Bergeron’s employment agreement is filed as Exhibit 10.2 to our Current Report on Form 8-K dated June 28, 2024.

The other executive officers do not have employment agreements and are employed ‘‘at will.’’


Change-in-Control Arrangements

Change-in-control compensation arrangements generally protect income for key executives who would likely be involved in decisions regarding and/or successful implementation of merger/acquisition activity and who are at risk for job loss if a takeover of the Company were to occur. We believe it is in the best interests of the Company and our stockholders to have such an agreement with our CEO, COO and certain other executive officers in order (i) for the Board to be able to receive and rely upon the executive’s advice and counsel as to the best interests of the Company and our stockholders without concern that they might be distracted or influenced by the personal uncertainties and risks created by merger/acquisition proposals or threats, and

(ii) to encourage them to remain with the Company and to continue to devote full attention to the Company’s business.

Each of Dr. Hartnett’s and Mr. Bergeron’s employment agreements provides that in the event of his employment is terminated within 24 months after a change in control of the Company (i.e., a double trigger event), he will be entitled to (i) severance equal to (x) 250% of his annual base salary plus
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(y) 250% of his annual performance bonus at the target base salary multiple, (ii) a bonus equal to his annual performance bonus at the maximum base salary multiple prorated for the portion of the fiscal year prior to the termination date, and (iii) continued participation in the Company’s welfare benefit programs (at the Company’s expense) for a period of time after his termination.

The Company has entered into a change-in-control letter agreement with Mr. Edwards that provides that if his employment is terminated under certain circumstances within 24 months after a change in control of the Company, he will be entitled to
(i) severance equal to (x) 150% of his annual base salary plus

(y) 150% of his annual performance bonus at the target level, and

(ai) a bonus equal to his annual performance bonus at the maximum level prorated for the portion of the fiscal year prior to the termination date. In addition, he will be entitled to continue participating in the Company’s welfare benefit programs for up to 18 months following his termination. The letter agreement also commits him to remain employed with the Company in the event of a tender or exchange offer and includes a non-compete
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covenant for 12 months following his termination following a change in control. The form of the change-in-control letter agreement is filed as Exhibit 10.1 to our Form 10-Q filed February 1, 2010.

None of the other executive officers has a change-in-control arrangement.

In addition, the restricted stock held by the executive officers contain change-in-control provisions. If an executive officer is





terminated without cause within 18 months after a change in control, all restricted stock will vest on the termination date. In addition, if there is a change in control of the Company or similar event, the Compensation Committee may, in its discretion, provide for the vesting of a participant’s restricted stock and unvested stock options on such terms and conditions as the Committee deems appropriate.



The table below summarizes the executive benefits and payments that would have been due to the NEOs upon termination of employment occurring on March 29, 2025 following a change in control:

	
	
	Michael J.
	
	Daniel A.
	Richard J.
	John J.
	Robert M.

	
	
	Hartnett
	
	Bergeron
	
	Edwards
	Feeney
	Sullivan

	
	
	
	
	
	
	
	
	

	Severance Payment
	$
	9,375,000
	$
	3,194,495
	$
	922,348
	NA
	NA

	
	
	
	
	
	
	
	
	

	Bonus
	
	3,750,000
	
	1,008,788
	
	345,881
	NA
	NA

	
	
	
	
	
	
	
	
	

	Other Payments
	
	43,328
	
	54,547
	
	17,765
	NA
	NA

	
	
	
	
	
	
	
	
	

	Vested Stock Options
	
	6,059,924
	
	2,550,836
	
	823,724
	NA
	NA

	
	
	
	
	
	
	
	
	

	Vested Restricted Stock
	
	15,725,503
	
	5,760,841
	
	1,155,880
	$582,824
	$2,181,520

	
	
	
	
	
	
	
	
	

	Long-Term Stock Award
	
	3,038,739
	
	219,178
	
	NA
	NA
	NA

	
	
	
	
	
	
	
	
	

	Total
	$
	38,034,495
	$
	12,788,684
	$
	3,265,598
	$582,824
	$2,181,520

	
	
	
	
	
	
	
	
	



Severance Other Than Following a Change in Control

The employment agreements of the CEO and COO provide them with severance if their employment ends, other than following a change in control. No other executive officer has a similar arrangement. The following table summarizes the executive benefits and payments that would have been due to the CEO and COO if their employment had ended on March 29, 2025 other than following a change in control:

	
	Michael J. Hartnett
	Daniel A. Bergeron

	
	
	
	
	

	Death or Disability/Termination Without Cause(1)(2)
	
	
	
	

	Base Salary
	$
	1,500,000
	$
	672,525

	
	
	
	
	

	Bonus
	
	3,750,000
	
	1,008,788

	
	
	
	
	

	Other Payments
	
	760,482
	
	96,389

	
	
	
	
	

	Vested Stock Options
	
	6,059,924
	
	2,550,836

	
	
	
	
	

	Vested Restricted Stock
	
	15,725,503
	
	5,760,841

	
	
	
	
	

	Long-Term Stock Award
	
	3,038,739
	
	219,178

	
	
	
	
	

	Total
	$
	30,876,648
	$
	10,308,557

	
	
	
	
	

	Termination With Cause/Voluntary Resignation(3)
	
	
	
	

	Base Salary
	$
	750,000
	
	NA

	
	
	
	
	

	Other Payments
	
	550,539
	
	NA

	
	
	
	
	

	Total
	$
	1,300,539
	
	NA

	
	
	
	
	



(1) The employment agreement provides that if his employment ends due to his death, disability or termination by the Company without cause, he will (i) receive (x) a lump-sum payment equal to his then-base salary for the period from the termination date through the end of the term of the employment agreement and (y) his annual performance bonus at the maximum base salary multiple prorated for the portion of the fiscal year prior to the termination date, and (ii) be entitled to the continuation of certain benefits until the end of the term of the employment agreement or for 12 months, whichever is longer. For purposes of the foregoing, the end of the term of the employment agreement will be March 31, 2026 unless the agreement is automatically renewed, in which case the end of the term will be the end of the then-current 12-month renewal period.

(2) The employment agreement also provides that if his employment ends due to his death, disability, termination by the Company without cause, or the Company giving him notice of nonrenewal prior to March 31, 2026 or the end of any subsequent renewal period, (i) all his restricted stock and unvested stock options will vest, (ii) he will receive an award of a prorated portion of the shares that would be issuable under the one-year component of his equity incentive program for the year in which his employment ends and (iii) he will receive an award of a prorated portion of the shares that would be issuable under the three-year component of his equity incentive program for any three-year performance periods that are then open (at the base salary multiple for the plan target goals).

(3) Dr. Hartnett’s employment agreement provides that if he is terminated for cause or he voluntarily resigns, he will be entitled to his base salary and continuation of certain benefits set forth in his employment agreement for six months following the date of his termination.
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Compensation Tables

The data presented in the following tables and other compensation information contained in this proxy statement with respect to stock-based compensation for the CEO and COO in fiscal 2025 includes the value of (i) stock awards made in fiscal 2025 for fiscal 2024 performance, (ii) stock awards made in fiscal 2026 for fiscal 2025 performance, and (iii) equity awards that will not be made until fiscal 2028 and only if the Company’s performance during the period ending with fiscal 2027 reaches or exceeds minimum performance levels. Therefore, this stock-based compensation data does not reflect what was actually paid to the CEO and COO with respect to performance in fiscal 2025. See ‘‘Compensation Discussion and Analysis—Compensation Program Components and Pay Outcomes for Fiscal 2025’’ above.

Summary Compensation

The following table sets forth information regarding the compensation of the NEOs in fiscal 2025, 2024 and 2023:

	
	
	
	
	
	
	Non-Equity
	
	
	

	Name and
	
	
	
	Stock
	Option
	Incentive Plan
	All Other
	
	

	
	Fiscal
	Salary
	Bonus
	Awards
	Awards
	Compensation
	Compensation
	Total
	

	Principal Position
	Year
	($)(1)
	($)(2)
	($)(3)
	($)(4)
	($)(5)
	($)
	($)
	

	Michael J. Hartnett
	2025
	1,500,000
	NA
	15,619,573
	NA
	2,250,000
	189,133(6)
	19,558,706
	

	Chairman, President and
	2024
	997,500
	NA
	6,317,484
	NA
	1,496,250
	166,342
	8,977,576
	

	
	
	
	
	
	
	
	
	
	

	CEO
	2023
	950,000
	NA
	5,984,946
	NA
	1,425,000
	90,271
	8,450,217
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Daniel A. Bergeron
	2025
	672,525
	NA
	4,378,735
	NA
	605,273
	33,145(7)
	5,689,678
	

	Vice President and COO
	2024
	640,500
	NA
	2,104,431
	NA
	576,450
	32,461
	3,353,842
	

	
	
	
	
	
	
	
	
	
	

	
	2023
	610,000
	NA
	2,344,192
	NA
	549,000
	37,401
	3,540,593
	

	
	
	
	
	
	
	
	
	
	

	Richard J. Edwards
	2025
	384,312
	
	219,638
	271,039
	119,848
	28,331(8)
	1,023,168
	

	Vice President and General
	2024
	373,118
	-
	199,510
	181,380
	296,629
	27,844
	1,078,481
	

	
	
	
	
	
	
	
	
	
	

	Manager
	2023
	362,250
	-
	398,200
	345,793
	235,463
	23,302
	1,365,008
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	John J. Feeney
	2025
	292,625
	90,000
	146,425
	135,520
	NA
	10,707(9)
	675,277
	

	Vice President, General
	2024
	282,730
	65,000
	99,755
	90,690
	NA
	10,120
	548,295
	

	
	
	
	
	
	
	
	
	
	

	Counsel and Secretary
	2023
	275,834
	55,167
	199,100
	172,900
	NA
	9,821
	712,822
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Robert M. Sullivan
	2025
	325,428
	277,800(10)
	638,270
	467,784
	NA
	11,048(11)
	1,720,330
	

	Vice President and CFO
	2024
	243,800
	150,000
	598,530
	453,450
	NA
	10,059
	1,455,839
	

	
	
	
	
	
	
	
	
	
	

	
	2023
	230,000
	138,000
	398,200
	345,793
	NA
	9,090
	1,121,083
	

	
	
	
	
	
	
	
	
	
	



(1) Includes amounts deferred by the officer pursuant to the 401(k) plan and SERP.

(2) Consists of discretionary bonuses for the fiscal year and paid in the following fiscal year, except as otherwise explained in footnote (10) below. Performance bonuses paid under the annual incentive plan are included in the ‘‘Non-Equity Incentive Plan Compensation’’ column.

(3) In the case of each of the CEO and the COO, (i) the amount for fiscal 2025 represents the fair market value, calculated in accordance with FASB ASC Topic 718, on the grant date for the (x) one-year award made in fiscal 2025 based on fiscal 2024 performance, (y) one-year award made in fiscal 2026 based on fiscal 2025 performance, and (z) three-year award to be made in fiscal 2028 based on performance for the three years ending with fiscal 2027, and (ii) the amount for each other fiscal year represents the fair market on the grant date of restricted shares awarded during such fiscal year based on performance in the prior fiscal year. In the case of other executive officers, the amount for each fiscal year represents the fair market value on the grant date of restricted shares awarded during such fiscal year based on performance in the prior fiscal year. See ‘‘Compensation Discussion and Analysis—Compensation Program Components and Pay Outcomes for Fiscal 2025—Note About Timing of Presentation of Equity-Based Compensation Data’’ above.

(4) Represents the fair market value on the grant date of non-qualified stock options awarded during the fiscal year based on performance in the prior fiscal year.

(5) Consist of annual cash bonuses earned under the annual incentive plan for performance in the fiscal year and paid in the following fiscal year. See ‘‘Compensation Discussion and Analysis—Compensation Program Components and Pay Outcomes for Fiscal 2025—Annual Performance Bonuses’’ above.

(6) Consists of (i) $170,000 for reimbursement of personal expenses (including aircraft use for personal travel), (ii) $13,369 of Company contributions to his 401(k) account,
(iii) $4,850 for reimbursement of healthcare expenses, (iv) $888 for a Company-owned vehicle, and (v) $26 for a gift card received.

(7) Consists of (i) $10,590 of Company contributions to his 401(k) account, (ii) $12,000 for a vehicle allowance, (iii) $9,989 for reimbursement of healthcare expenses,

(iv) $540 for taxable costs of group-term life insurance, and (v) $26 for a gift card received.

(8) Consists of (i) $12,000 for a vehicle allowance, (ii) $10,434 of Company contributions to his 401(k) account, and (iii) $5,897 for taxable costs of group-term life insurance.

(9) Consists of (i) $10,424 of Company contributions to his 401(k) account, (ii) $257 for taxable costs of group-term life insurance, and (iii) $26 for a gift card received.

(10) Includes a $50,000 discretionary bonus paid in November of fiscal 2025.

(11) Consists of (i) $10,962 of Company contributions to his 401(k) account, (ii) $60 for taxable costs of group-term life insurance, and (iii) $26 for a gift card received.
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Grants of Plan-Based Awards

The following table sets forth information regarding (i) potential awards to the NEOs under the Company’s annual performance bonus plans for performance in fiscal 2025, (ii) potential awards to the NEOs under the Company’s equity incentive plans for performance in fiscal 2025 and the three-year period ending with fiscal 2027, and (iii) awards under the Company’s equity incentive plans made to the NEOs in fiscal 2025.

	
	
	
	
	
	
	
	
	
	
	All Other
	All Other
	
	Grant
	

	
	
	
	
	
	
	Estimated Future Payouts Under
	Stock
	Option
	
	Date Fair
	

	
	
	
	
	
	
	
	Awards:
	Awards:
	Exercise
	Value of
	

	
	
	
	Estimated Future Payouts Under
	
	Equity
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Number of
	Number of
	or Base
	Stock and
	

	
	
	
	Non-Equity Incentive Plan Awards(1)
	Incentive Plan Awards(2)(3)
	
	
	
	
	

	
	
	
	
	
	Shares of
	Securities
	Price of
	Stock
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Threshold
	Target
	Maximum Threshold
	Target  Maximum
	Stock or
	Underlying
	Option
	Option
	

	
	Grant
	
	
	
	
	Units
	Options
	Awards
	Awards
	

	Name
	Date
	($)
	($)
	($)
	(#)
	(#)
	(#)
	
	(#)
	(#)
	($/Sh)
	($)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Michael J.
	
	1,125,000(4)
	2,250,000(5)
	3,750,000(6)
	14,400(7)
	23,143(8)
	34,200(9)
	
	
	
	
	
	

	Hartnett
	
	
	
	
	
	2,767(10)
	5,534(11)
	8,300(12)
	
	
	
	
	

	
	
	
	
	
	
	5,143(13)
	10,286(14)
	20,571(15)
	
	
	
	
	

	
	5/23/24
	
	
	
	
	
	
	
	
	17,167
	—
	—
	5,027,356
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Daniel A
	
	302,636(16)
	605,273(17)
	1,008,788(18)
	3,343(19)
	5,995(20)
	11,183(21)
	
	
	
	
	

	Bergeron
	
	
	
	
	
	620(22)
	1,613(23)
	2,109(24)
	
	
	
	
	

	
	
	
	
	
	
	922(25)
	1,383(26)
	4,035(27)
	
	
	
	
	

	
	5/23/24
	
	
	
	
	
	
	
	
	6,736
	—
	—
	1,972,638
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Richard J.
	
	57,647(28)
	230,587(29)
	345,881(30)
	NA
	NA
	NA
	
	
	
	
	

	Edwards
	5/23/24
	
	
	
	
	
	
	
	
	750
	2,000
	292.85
	490,677
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	John J.
	
	
	NA
	NA
	NA
	NA
	NA
	NA
	
	
	
	
	

	Feeney
	5/23/24
	
	
	
	
	
	
	
	
	500
	1,000
	292.85
	281,945
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Robert M.
	
	
	NA
	NA
	NA
	NA
	NA
	NA
	
	
	
	
	

	Sullivan
	5/23/24
	
	
	
	
	
	
	
	
	1,000
	2,000
	292.85
	563,889
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	11/5/24
	
	
	
	
	
	
	
	
	1,200
	1,500
	287.85
	542,165
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) See ‘‘Compensation Discussion and Analysis—Compensation Program Components and Pay Outcomes for Fiscal 2025—Annual Performance Bonuses’’ above for a description of the annual non-equity incentive plans for the NEOs.

(2) See ‘‘Compensation Discussion and Analysis—Compensation Program Components and Pay Outcomes for Fiscal 2025—Long-Term Equity Incentive Awards—Equity Incentive Program for CEO and COO’’ above for a description of the equity incentive plans for the NEOs.

(3) The number of shares awardable is determined by dividing the value of the award by our closing stock price on the grant date of the award.

(4) Equals 75% of base salary if adjusted EBITDA performance is 80% of plan.

(5) Equals 150% of base salary if adjusted EBITDA performance is 100% of plan. For fiscal 2025, adjusted EBITDA performance was 102.3% of plan, resulting in a payment on 5/28/25 at this level.

(6) Equals 250% of base salary if adjusted EBITDA performance is 120% of plan.

(7) Equals 280% of base salary if adjusted EBITDA performance is 75% of plan.

(8) Equals 450% of base salary if adjusted EBITDA performance is 100% of plan. For fiscal 2025, adjusted EBITDA performance was 102.3% of plan, resulting in an award of 18,495 shares on 5/28/25 based on the $364.96 closing price of our common stock on the award date.

(9) Equals 665% of base salary if adjusted EBITDA performance is 115% of plan.

(10) Equals 50% of base salary if the Company’s TSR for the five-fiscal-year period ending with fiscal 2027 is 75% of the peer group average for the same period.

(11) Equals 100% of base salary if the Company’s TSR for the five-fiscal-year period ending with fiscal 2027 is 100% of the peer group average for the same period.

(12) Equals 150% of base salary if the Company’s TSR for the five-fiscal-year period ending with fiscal 2027 is 115% of the peer group average for the same period.

(13) Equals 100% of base salary if the Company’s average ROIC performance for the three-fiscal-year period ending with fiscal 2027 is 0.75% below plan.

(14) Equals 200% of base salary if the Company’s average ROIC performance for the three-fiscal-year period ending with fiscal 2027 is 100% of plan.

(15) Equals 400% of base salary if the Company’s average ROIC performance for the three-fiscal-year period ending with fiscal 2027 is 0.75% above plan.

(16) Equals 45% of base salary if adjusted EBITDA performance is 80% of plan.

(17) Equals 90% of base salary if adjusted EBITDA performance is 100% of plan. For fiscal 2025, adjusted EBITDA performance was 102.3% of plan, resulting in a payment on 5/28/25 at this level.

(18) Equals 150% of base salary if adjusted EBITDA performance is 120% of plan.

(19) Equals 145% of base salary if adjusted EBITDA performance is 75% of plan.

(20) Equals 260% of base salary if adjusted EBITDA performance is 100% of plan. For fiscal 2025, adjusted EBITDA performance was 102.3% of plan, resulting in an award of 4,791 shares on 5/28/25 based on the $364.96 closing price of our common stock on the award date.

(21) Equals 485% of base salary if adjusted EBITDA performance is 115% of plan.

(22) Equals 25% of base salary if the Company’s TSR for the five-fiscal-year period ending with fiscal 2027 is 75% of the peer group average for the same period.
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(23) Equals 65% of base salary if the Company’s TSR for the five-fiscal-year period ending with fiscal 2027 is 100% of the peer group average for the same period.

(24) Equals 85% of base salary if the Company’s TSR for the five-fiscal-year period ending with fiscal 2027 is 115% of the peer group average for the same period.

(25) Equals 40% of base salary if the Company’s average ROIC performance for the three-fiscal-year period ending with fiscal 2027 is 0.75% below plan.

(26) Equals 60% of base salary if the Company’s average ROIC performance for the three-fiscal-year period ending with fiscal 2027 is 100% of plan.

(27) Equals 175% of base salary if the Company’s average ROIC performance for the three-fiscal-year period ending with fiscal 2027 is 0.75% above plan.

(28) 15% of base salary if the metrics for parts 1, 2 and 3 of the bonus are (i) less than 80% of plan, (ii) less than 100% of plan, and (iii) 100% of plan, respectively.

(29) Equals 60% of base salary if the metric for part 1 of the bonus is 100% of plan.

(30) Equals 90% of base salary if the metric for part 1 of the bonus is 120% of plan.
[image: ]
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Outstanding Equity Awards at End of Fiscal 2025

As of the end of fiscal 2025 the NEOs held the following equity awards:

	
	
	Option Awards
	
	
	
	Stock Awards
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Equity
	Equity
	

	
	
	
	
	
	
	
	
	incentive
	Incentive
	

	
	
	
	
	
	
	
	Market
	plan
	Plan
	

	
	
	
	
	
	
	Number of
	value of
	awards:
	Awards:
	

	
	Number of
	Number of
	
	
	
	shares or
	shares or
	number of
	market value
	

	
	securities
	securities
	
	
	
	units of
	units of
	unearned
	of unearned
	

	
	underlying
	underlying
	Option
	
	
	stock that
	stock that
	shares that
	shares that
	

	
	unexercised
	unexercised
	exercise
	Option
	have not
	have not
	have not
	have not
	

	
	options (#)
	options (#)
	price
	expiration
	vested
	vested
	vested
	vested
	

	Name
	exercisable
	unexercisable
	($)
	date
	(#)
	($)(1)
	(#)
	($)
	

	
	
	
	
	
	
	
	
	
	

	Michael J. Hartnett
	-
	11,778(2)
	137.44
	6/2/27
	10,020(2)
	3,262,512
	9,213(3)
	2,999,753(4)
	

	
	-
	30,400(5)
	199.16
	6/3/28
	21,110(5)
	6,873,416
	6,910(6)
	2,249,896(7)
	

	
	
	
	
	
	
	17,167(8)
	5,589,575
	
	
	
	

	
	
	
	
	
	
	20,730(9)
	6,749,688
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Daniel A. Bergeron
	35,000
	-
	143.92
	6/3/26
	3,925(2)
	1,277,980
	1,239(3)
	403,418(4)
	

	
	16,594
	4,149(2)
	137.44
	6/2/27
	7,032(5)
	2,289,619
	2,065(6)
	672,364(7)
	

	
	21,000
	14,000(5)
	199.16
	6/3/28
	6,736(8)
	2,193,242
	
	
	
	

	
	
	
	
	
	
	5,370(10)
	1,748,472
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Richard J. Edwards
	—
	2,000(5)
	199.16
	6/3/28
	800(5)
	260,480
	
	
	
	

	
	—
	2,400(8)
	199.10
	6/3/29
	1,200(8)
	390,720
	
	
	
	

	
	—
	1,600(11)
	199.51
	6/1/30
	800(11)
	260,480
	
	
	
	

	
	—
	2,000(12)
	292.85
	5/23/31
	750(12)
	244,200
	
	
	
	

	John J. Feeney
	56
	56(13)
	181.58
	2/8/28
	90(13)
	29,304
	
	
	
	

	
	-
	800(5)
	199.16
	6/3/28
	200(5)
	65,120
	
	
	
	

	
	-
	1,200(8)
	199.10
	6/3/29
	600(8)
	195,360
	
	
	
	

	
	200
	800(11)
	199.51
	6/1/30
	400(11)
	130,240
	
	
	
	

	
	-
	1,000(12)
	292.85
	5/23/31
	500(12)
	162,800
	
	
	
	

	Robert M. Sullivan
	—
	2,000(2)
	137.44
	6/2/27
	500(2)
	162,800
	
	
	
	

	
	3,000
	2,000(5)
	199.16
	6/3/28
	400(5)
	130,240
	
	
	
	

	
	1,600
	2,400(8)
	199.10
	6/3/29
	1,200(8)
	390,720
	
	
	
	

	
	1,000
	4,000(11)
	199.51
	6/1/30
	2,400(11)
	781,440
	
	
	
	

	
	-
	2,000(12)
	292.85
	5/23/31
	1,000(12)
	325,600
	
	
	
	

	
	-
	1,500(14)
	287.85
	11/5/31
	1,200(14)
	390,720
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	



(1) Based on $325.60, the closing price of our common stock on 3/28/25, the last business day of fiscal 2025.

(2) Vested in June 2025.

(3) Shares to be awarded in fiscal 2028 based on the Company’s average ROIC performance for the three years ending with fiscal 2027.

(4) Assumes achievement of 100% of average ROIC target for the three years ending with fiscal 2027.

(5) One-half vested in June 2025 and the other half will vest in June 2026.

(6) Shares to be awarded in fiscal 2028 based on the Company’s TSR performance for the five years ending with fiscal 2027.

(7) Assumes TSR performance for the five years ending with fiscal 2027 exceeds 114.9% of the peer group average for the same period.

(8) One-third vested in June 2025 and the other two-thirds will vest in equal increments in June 2026 and June 2027.

(9) Estimated number of shares as of the end of fiscal 2025 for an award granted during fiscal 2025 per FASB ASC Topic 718 but not awarded until fiscal 2026. Award was made on 5/28/25 when 18,495 vested shares were issued based on the $364.96 closing stock price for that day.

(10) Estimated number of shares as of the end of fiscal 2025 for an award granted during fiscal 2025 per FASB ASC Topic 718 but not awarded until fiscal 2026. Award was made on 5/28/25 when 4,791 unvested shares were issued based on the $364.96 closing stock price for that day. Will vest in equal increments in May 2026, May 2027 and May 2028.

(11) One-quarter vested in June 2025 and the other three-quarters will vest in equal increments in June 2026, June 2027 and June 2028.

(12) One-fifth vested in May 2025 and the other four-fifths will vest in equal increments in May 2026, May 2027, May 2028 and May 2029.

(13) Will vest in February 2026.

(14) Will vest in equal increments in November 2025, November 2026, November 2027, November 2028 and November 2029.
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Option Exercises and Stock Vested in Fiscal 2025

The following table sets forth information regarding the NEOs’ exercises of stock options and vesting of restricted stock during fiscal 2025:

	
	Option Awards
	Stock Awards

	
	
	
	
	
	
	

	
	Number of
	
	
	Number of
	
	

	
	Shares Acquired
	Value Realized
	Shares Acquired
	Value Realized

	Name
	on Exercise (#)
	on Exercise ($)(1)
	on Vesting (#)
	on Vesting ($)(2)

	Michael J. Hartnett
	126,536
	15,756,242
	37,922
	11,197,608

	
	
	
	
	

	Daniel A. Bergeron
	35,000
	7,382,239
	15,773
	4,657,451

	
	
	
	
	

	Richard J. Edwards
	4,200
	503,121
	1,400
	413,392

	
	
	
	
	

	John J. Feeney
	2,096
	240,795
	490
	150,701

	
	
	
	
	

	Robert M Sullivan
	16,600
	3,325,057
	1,900
	561,032

	
	
	
	
	
	
	



(1) Based on the closing price of our common stock on the date of exercise.

(2) Based on the closing price of our common stock on the date of vesting.

Non-Qualified Deferred Compensation

The following table sets forth information regarding the NEOs’ deferral of compensation through contributions to our SERP during fiscal 2025:

	
	Executive
	Registrant
	Aggregate
	
	Aggregate

	
	Contributions
	Contributions
	Earnings in
	Aggregate
	Balance at

	
	in Last Fiscal
	in Last Fiscal
	Last Fiscal
	Withdrawals/
	Last Fiscal

	
	Year
	Year
	Year
	Distributions
	Year End

	Name
	($)(1)
	($)(2)
	($)(3)
	($)
	($)

	Michael J. Hartnett
	-
	-
	34,043
	-
	1,002,127

	
	
	
	
	
	

	Daniel A. Bergeron
	-
	-
	75,983
	-
	2,081,922

	
	
	
	
	
	

	Richard J. Edwards
	32,352
	-
	30,722
	-
	606,020

	
	
	
	
	
	

	John J. Feeney
	5,656
	-
	16,692
	-
	306,744

	
	
	
	
	
	

	Robert M. Sullivan
	-
	-
	17,032
	-
	234,868

	
	
	
	
	
	



(1) These amounts are included in the ‘‘Salary’’ column in the Summary Compensation table.

(2) These amounts are included in the ‘‘All Other Compensation’’ column in the Summary Compensation table.

(3) Appreciation (depreciation) and earnings (loss) on the NEO’s account under the SERP.
[image: ]




























2025 Proxy Statement	41




Pay Versus Performance

The following Pay Versus Performance (PVP) table provides information about compensation for our NEOs for each of fiscal 2025, 2024, 2023, 2022 and 2021 (the ‘‘Covered Years’’). The PVP table also provides information about the results for certain financial performance measures during the Covered Years. In reviewing this information, there are a few important things to consider:

· The information in columns (b) and (d) comes directly from the Summary Compensation table (SCT) in this proxy statement, without adjustment.

· As required by the PVP regulations, we describe the information in columns (c) and (e) as ‘‘compensation actually paid’’ (CAP) to the applicable NEOs, but these CAP amounts do not necessarily reflect compensation that our NEOs actually earned for their service in the Covered Years. Instead, CAP is a calculation involving a combination of realized pay (for cash amounts and some equity award amounts) and realizable or accrued pay (primarily for pension benefits and other equity awards).

· The PVP regulations require that we choose a peer group or index for purposes of TSR comparisons, and we have chosen the S&P 400 Industrials Sector (the ‘‘PVP Peer Index’’) for this purpose.

· As required by the PVP regulations, we provide information about our cumulative TSR, cumulative PVP Peer Index TSR and U.S. GAAP net income results (the ‘‘External Measures’’) during the Covered Years in the PVP table.

The Company is required to designate one financial metric as the ‘‘Company-Selected Measure,’’ or the most important financial measure that demonstrates how the Company sought to link 2025 executive pay to performance. For 2025, the Company has selected adjusted EBITDA. However, the Company believes that all of the metrics designated in the ‘‘Important Financial Performance Measures’’ section below are important drivers of Company performance.
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Pay Versus Performance(1)

	
	
	
	
	
	
	Value of initial fixed $100
	
	
	

	
	
	
	
	
	
	Investment based on:
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Average
	
	
	
	
	

	
	Summary
	
	Average Summary
	Compensation
	
	PVP Peer
	
	
	

	
	Compensation
	Compensation
	Compensation
	Actually Paid
	Total
	Index Total
	
	
	

	Fiscal
	Table ‘‘SCT’’
	Actually Paid
	Table Total for
	to non-PEO
	Shareholder
	Shareholder
	
	Net
	Adjusted

	Year
	Total for PEO
	to PEO
	non-PEO NEOs
	NEOs
	Return
	Return
	Income
	EBITDA

	(a)
	
	(b)
	(c)(2)
	(d)
	(e)(2)
	(f)(3)
	(g)(3)
	(h)(4)
	(i)(5)

	2025
	$
	19,558,706
	$26,092,862
	$2,277,113
	$3,512,610
	$295.9
	$263.0
	$
	246.2
	$519.8

	
	
	
	
	
	
	
	
	
	
	

	2024
	$
	8,977,576
	$12,753,252
	$1,609,114
	$2,003,000
	$245.8
	$283.9
	$
	209.9
	$482.1

	
	
	
	
	
	
	
	
	
	
	

	2023
	$
	8,450,217
	$14,352,594
	$1,684,877
	$2,647,801
	$211.6
	$209.7
	$
	166.7
	$433.9

	
	
	
	
	
	
	
	
	
	
	

	2022
	$
	19,404,363
	$18,435,256
	$3,068,308
	$2,923,082
	$177.8
	$201.6
	$
	54.7
	$266.5

	
	
	
	
	
	
	
	
	
	
	

	2021
	$
	8,895,001
	$31,906,739
	$1,471,773
	$4,853,752
	$180.1
	$195.7
	$
	90.1
	$174.3

	
	
	
	
	
	
	
	
	
	
	



(1) Dr. Michal J. Hartnett was out principal executive officer (PEO) for each of the Covered Years. In this disclosure, we refer to our NEOs other than Dr. Hartnett as our ‘‘other NEOs.’’ Daniel A. Bergeron, Richard J. Edwards, John J. Feeney and Robert M. Sullivan were our other NEOs for each of the Covered Years.

(2) For each Covered Year, in determining the CAP for our PEO and the average CAP for our other NEOs, we deducted or added back the following amounts from or to the total amounts of compensation reported in column (b) and column (d) for such Covered Year:

	Item and Value Added (or Deducted)
	2025
	2024
	2023
	2022
	2021

	
	
	
	
	
	

	For Dr. Hartnett:
	
	
	
	
	

	
	
	
	
	
	

	- change in actuarial present value of pension
	
	
	
	
	

	benefits, as reported in SCT for Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	+ service cost of pension benefits, as calculated for
	
	
	
	
	

	Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	+ prior service cost of pension benefits, as
	
	
	
	
	

	calculated for Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	- SCT ‘‘Stock Awards’’ column value
	(15,619,573)
	(6,317,484)
	(5,984,946)
	(10,364,286)
	(3,725,036)

	
	
	
	
	
	

	- SCT ‘‘Option Awards’’ column value
	-
	-
	-
	(5,820,840)
	(2,900,431)

	
	
	
	
	
	

	+/- adjusted amount for applicable stock/option
	
	
	
	
	

	awards, as calculated for Covered Year
	22,153,729
	10,093,160
	11,887,323
	15,216,019
	29,637,205

	
	
	
	
	
	

	+ the Covered Year-end fair value of equity awarded
	
	
	
	
	

	in (and still outstanding as of the end of) the
	
	
	
	
	

	Covered Year
	10,183,010
	8,560,633
	6,995,864
	16,179,662
	11,090,134

	
	
	
	
	
	

	+/- the change in fair value of equity awarded in prior
	
	
	
	
	

	Covered Years (and still outstanding as of the end
	
	
	
	
	

	of the Covered Year)
	3,414,310
	3,925,511
	4,844,811
	(827,571)
	15,484,735

	
	
	
	
	
	

	+ the vesting date fair value of equity awarded and
	
	
	
	
	

	vested in the Covered Year
	6,750,000
	-
	-
	-
	-

	
	
	
	
	
	

	+/- the change in fair value of equity awarded in prior
	
	
	
	
	

	Covered Years that vested in the Covered Year
	1,806,409
	(2,392,984)
	46,648
	(136,072)
	3,062,336



· prior the Covered Year-end fair value of equity awarded in prior Covered Years that were forfeited
	in the Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	+ dividends/earnings paid or accrued on equity
	
	
	
	
	

	awarded during or for the Covered Year (if not
	
	
	
	
	

	otherwise included in CAP)
	-
	-
	-
	-
	-

	
	
	
	
	
	

	Total Added (or Deducted):
	6,534,156
	3,775,676
	5,902,377
	(969,107)
	23,011,738

	
	
	
	
	
	

	For the Other NEOs (on Average):
	
	
	
	
	

	
	
	
	
	
	

	- change in actuarial present value of pension benefits,
	
	
	
	
	

	as reported in SCT for Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	+ service cost of pension benefits, as calculated for
	
	
	
	
	

	Covered Year
	-
	-
	-
	-
	-
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	Item and Value Added (or Deducted)
	2025
	2024
	2023
	2022
	2021

	
	
	
	
	
	

	+ prior service cost of pension benefits, as
	
	
	
	
	

	calculated for Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	- SCT ‘‘Stock Awards’’ column value
	(1,345,767)
	(750,557)
	(834,923)
	(1,419,015)
	(548,610)

	
	
	
	
	
	

	- SCT ‘‘Option Awards’’ column value
	(218,586)
	(181,380)
	(216,122)
	(899,933)
	(383,306)

	
	
	
	
	
	

	+/- adjusted amount for applicable stock/option
	
	
	
	
	

	awards, as calculated for Covered Year
	2,799,850
	1,325,823
	2,013,969
	2,173,722
	4,313,895

	
	
	
	
	
	

	+ the Covered Year-end fair value of equity awarded
	
	
	
	
	

	in (and still outstanding as of the end of) the
	
	
	
	
	

	Covered Year
	1,676,970
	1,305,637
	1,255,428
	2,321,426
	1,476,742

	
	
	
	
	
	

	+/- the change in fair value of equity awarded in prior
	
	
	
	
	

	Covered Years (and still outstanding as of the end
	
	
	
	
	

	of the Covered Year)
	591,967
	381,552
	750,249
	(131,882)
	2,408,207

	
	
	
	
	
	

	+ the vesting date fair value pf equity awarded and
	
	
	
	
	

	vested in the Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	+/- the change in fair value of equity awarded in prior
	
	
	
	
	

	Covered Years that vested in the Covered Year
	530,913
	(361,366)
	8,292
	(15,822)
	428,946

	
	
	
	
	
	

	- prior the Covered Year-end fair value of equity
	
	
	
	
	

	awarded in prior Covered Years that was forfeited
	
	
	
	
	

	in the Covered Year
	-
	-
	-
	-
	-

	
	
	
	
	
	

	+ dividends/earnings paid or accrued on equity
	
	
	
	
	

	awarded during or for the Covered Year (if not
	
	
	
	
	

	otherwise included in CAP)
	-
	-
	-
	-
	-

	
	
	
	
	
	

	Total Added (or Deducted):
	1,235,497
	393,886
	962,924
	(145,226)
	3,381,979

	
	
	
	
	
	


[image: ]

(3) TSR assumes an initial investment of $100 on March 28, 2020 in RBC common stock for our cumulative TSR and in the PVP Peer Index for the PVP Peer Index cumulative TSR, based on market prices at the end of each fiscal year through and including March 29, 2025, and reinvestment of dividends.

(4) Dollars in millions.

(5) Adjusted EBITDA is calculated based on the Company’s net income as used for external reporting purposes adjusted to exclude various items that are reflected in externally reported net income. See Appendix B for a reconciliation of adjusted EBITDA to its most directly comparable GAAP financial measure. Dollar values are in millions.
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Relationships Between CAP and Certain Financial Performance Measure Results

The following charts show the relationships between the Company’s cumulative TSR, the cumulative TSR for the PVP Peer Index, our PEO’s CAP, and our other NEOs’ CAP.
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The following charts show the relationships between the Company’s net income, our PEO’s CAP, and our other NEOs’ CAP.
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The following charts show the relationships between the Company’s adjusted EBITDA, our PEO’s CAP, and our other NEOs’ CAP.
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Rela onship of PEO CAP to Adjusted EBITDA
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Important Financial Performance Measures

The following table provides what we believe are the most important financial performance measures we used to link executive pay for our PEO and Other NEOs for 2025 to our performance:

	Performance Measure
	Type of Performance Measure

	
	

	Adjusted EBITDA
	Financial

	
	

	Adjusted Return on Invested Capital
	Financial

	
	

	Free Cash Flow
	Liquidity

	
	




Equity Incentive Plans


Generally

The Company maintains three long-term equity incentive plans: the 2013 Long-Term Incentive Plan (approved by our stockholders at the 2013 stockholder meeting); the 2017 Long-Term Incentive Plan (approved by our stockholders at the 2017 stockholder meeting); and the 2021 Long-Term Incentive Plan (approved by our stockholders at the 2021 stockholder meeting). These plans provide for awards of stock options, stock appreciation rights, restricted stock and





performance awards. Our directors, officers and other employees and persons who engage in services for us are eligible for awards under the plans. The purpose of the plans is to provide these individuals with incentives to maximize stockholder value and otherwise contribute to our success and to enable us to attract, retain and reward the best available persons for positions of responsibility.



Initially, 1,500,000 shares of our common stock were authorized for issuance under each of the long-term equity incentive plans, subject to adjustment in the event of a reorganization, stock split, merger or similar change in our corporate structure or the outstanding shares of common stock. Not more than 50% of the total authorized shares under any of the plans may be awarded as restricted stock. As of July 8, 2025, the number of shares of restricted stock and stock options that had been awarded and the number of shares available for future awards under each plan were as follows:

	
	
	
	Available

	
	Restricted Share Awards
	Stock Option Awards
	Shares

	
	
	
	

	2013 Long-Term Incentive Plan
	594,363
	905,030
	-

	
	
	
	

	2017 Long-Term Incentive Plan
	574,994
	798,264
	126,742

	
	
	
	

	2021 Long-Term Incentive Plan
	-
	-
	1,500,000

	
	
	
	

	Total
	1,169,357
	1,703,294
	1,626,742

	
	
	
	





Administration of the Plans

Our Compensation Committee administers the long-term equity incentive plans. The Board also has the authority to administer the plans and to take all actions that the Compensation Committee is otherwise authorized to take under the plans. The terms and conditions of each award made under each plan, including vesting requirements, are set forth, consistent with the plan, in a written agreement with the award recipient.

Stock Options. The Compensation Committee may award incentive stock options and non-qualified stock options. The Compensation Committee also has the authority to award options that will become fully vested and exercisable automatically upon a change in control. The Compensation Committee may not, however, approve an award to any one person (other than Dr. Hartnett) in any calendar year of
[image: ]





options to purchase common stock equal to more than 10% of the total number of shares authorized under the plan, and it may not award incentive stock options first exercisable in any calendar year whose underlying shares have a fair market value greater than $100,000 determined at the time of award. The Compensation Committee will determine the exercise price and term of any option in its discretion, provided that the exercise price may not be less than 100% of the fair market value of a share of common stock on the date of award. In the case of incentive stock options, the option must be exercised within 10 years of the date of award. The exercise price of an incentive stock option awarded to a person who owns stock constituting more than 10% of our voting power may not be less than 110% of fair market value on the award date and the option
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must be exercised within five years of the date of award. The Compensation Committee has never awarded any incentive stock options under any of the plans.

Restricted Stock. The Compensation Committee may award restricted stock, subject to the conditions and restrictions, and for the duration that it determines in its discretion. In addition to not being transferable, the restricted stock previously awarded under the plans does not have the right to vote or receive dividends.

Stock Appreciation Rights. The Compensation Committee may award stock appreciation rights (SARs), subject to the terms and conditions contained in the relevant plan. The exercise price of an SAR must equal the fair market value of a share of our common stock on the date the SAR is awarded. Upon exercise of an SAR, the recipient will receive an amount in shares of our common stock equal to the difference between the fair market value of a share of common stock on the date of exercise and the exercise price of the SAR, multiplied by the number of shares as to which the SAR is exercised.

Performance Awards. The Compensation Committee may award performance awards contingent upon achievement of set goals and objectives regarding specified performance criteria, over a specified performance cycle. Awards may include specific dollar-value target awards, performance units, the value of which is established at the time of award, and/or performance shares, the value of which is equal to the fair market value of a share of common stock on the date of award. The value of a performance award may be fixed or fluctuate on the basis of specified performance criteria. A performance award may be paid out in cash and/or shares of common stock or other securities.





Amendment, Termination and Expiration of the Plans. The Board may amend or terminate any of the long-term equity incentive plans in its discretion, except that no amendment will become effective without prior approval of our stockholders if such approval is required by the NYSE listing requirements. If not previously terminated by the Board, each plan will expire on the tenth anniversary of its adoption.

Except in the case of the CEO and COO, the Company does not have an established quantitative formula to determine the number of stock options and/or shares of stock awarded to each executive officer. See ‘‘Compensation Discussion and Analysis—Compensation Program Components and Pay Outcomes for Fiscal 2025—Long-Term Equity Incentive Awards’’ above.

Timing of Awards. The Compensation Committee makes executive officer equity awards once each fiscal year during the second or third week after the filing of the Company’s annual report on Form 10-K for the prior fiscal year. On occasion the Compensation Committee may determine that it is appropriate to make additional awards to an executive officer at another time of the year, but the Committee only does so at times that the Committee members would be permitted to trade RBC stock under our Insider Trading Policy (i.e., only when Committee members are not in possession of material nonpublic information regarding the Company). For example, the Compensation Committee awarded shares of restricted stock and stock options to CFO Robert Sullivan on November 5, 2024, the first day of the trading window following the release of our financial results for the second quarter of fiscal 2025. As a result of this policy, no awards were made to executive officers in fiscal 2025 during the period starting four business days before, and ending one business day after, the filing or furnishing of any of our Exchange Act periodic reports.


Equity Compensation Plan Information

The following table provides information about the Company’s common stock that may be issued upon the exercise of options, warrants and rights under all of our existing equity compensation plans as of July 8, 2025, consisting of the 2013 Long-Term Incentive Plan, 2017 Long-Term Incentive Plan and 2021 Long-Term Incentive Plan.

	
	
	
	Number of securities

	
	Number of securities to
	Weighted-average
	remaining available for

	
	be issued upon exercise
	exercise price of
	future issuance under

	
	of outstanding options,
	outstanding options,
	equity compensation

	Plan Category
	warrants and rights
	warrants and rights
	plans

	
	
	
	

	Equity compensation plans
	
	
	

	approved by stockholders(1)
	259,229
	$223.07
	1,626,742



(1)	The Company does not have equity compensation plans that have not been approved by our stockholders.
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CEO Pay Ratio



As of March 29, 2025, the Company had 5,334 employees located in 11 countries around the world, of whom 3,754 were located in the United States. For fiscal 2025, the estimated median of the annual total compensation of all those employees worldwide (excluding our CEO) was $64,977 and the estimated median of the annual total compensation of all those employees located in the United States (excluding our CEO) was $71,469. The total compensation of our CEO, Dr. Hartnett, in fiscal 2025 was $19,558,706 (including a stock award made in fiscal 2025 based on performance in fiscal 2024, a stock award made in fiscal 2026 based on performance in fiscal 2025, and stock awards to be made in fiscal 2028 based on performance in the three years ending with fiscal 2027 (see ‘‘Compensation Tables—Summary Compensation’’ above)), which was 301 times the compensation of the median employee worldwide, and 274 times the compensation of the median employee in the United States. We used a sampling technique to identify the median employee, selecting 4,980 of our worldwide employees and 3,707 of our United States




employees. We then identified the individual in each of the two samples who received the median compensation (using for this purpose salary (including base wages), bonus, equity compensation and overtime actually paid during fiscal 2025). We then determined the annual total compensation of those two employees as shown above on substantially the same basis as used for the CEO in the Summary Compensation table. The CEO pay ratio reported above is a reasonable estimate calculated in a manner consistent with SEC rules based on the methodologies and assumptions described above. SEC rules for identifying the median employee and determining the CEO pay ratio permit companies to use a wide range of methodologies, estimates and assumptions. As a result, the CEO pay ratios reported by other companies, which may have employed other permitted methodologies or assumptions and which may have a significantly different work force structure from ours, are likely not comparable to our CEO pay ratio.



Principal Accountant Fees and Services

The following table presents fees for professional services rendered by Ernst & Young LLP for fiscal 2025 and fiscal 2024.

	
	Fiscal Year Ended

	
	
	

	
	March 29, 2025
	March 30, 2024

	
	
	

	Audit Fees
	$2,058,800
	$1,932,000

	
	
	

	Audit-Related Fees
	-
	-

	
	
	

	Tax Fees
	-
	-

	
	
	

	Other Fees
	3,600
	3,600

	
	
	

	Total Fees
	$2,062,400
	$1,935,600

	
	
	





Audit Fees. Consists of fees billed for professional services rendered for the audit of our consolidated financial statements and review of the interim consolidated financial statements included in quarterly reports and services that are normally provided by Ernst & Young LLP in connection with statutory and regulatory filings or engagements.

Audit-Related Fees. Consists of fees billed for assurance and related services that are reasonably related to the performance of the audit or review of our consolidated financial statements and are not reported under ‘‘Audit Fees.’’

Tax Fees. Consists principally of fees for services provided in connection with worldwide tax planning and compliance services, expatriate tax services, and assistance with tax audits and appeals.

Other. Consists of subscription fees for an accounting research service.
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Pursuant to the Audit Committee’s charter, the Committee must approve all audit engagement fees and other significant compensation to be paid to the independent registered public accounting firm and the terms of such engagement. The Audit Committee’s charter provides that individual engagements must be separately approved. Additionally, the Audit Committee must pre-approve any non-audit services to be provided to the Company by the independent registered public accounting firm. The Audit Committee policy also requires specific approval by the Audit Committee if total fees for audit-related and tax services would exceed total fees for audit services in any fiscal year. The Audit Committee’s charter authorizes the Committee to delegate to one or more of its members pre-approval authority with respect to permitted services.

All audit services performed by Ernst & Young LLP in fiscal 2025 and fiscal 2024 were pre-approved by the Audit Committee, which concluded that the provision of such services by Ernst & Young was compatible with the maintenance of that firm’s independence in the conduct of its auditing functions.
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Audit Committee Report



The Audit Committee has reviewed and discussed the audited financial statements with management, which has represented that the financial statements were prepared in accordance with accounting principles generally accepted in the United States. The Audit Committee discussed with management the quality and acceptability of the accounting principles employed, including all critical accounting policies used in the preparation of the financial statements and related notes, the reasonableness of judgments made and the clarity of the disclosures included in the statements.

The Audit Committee also reviewed the consolidated financial statements of the Company for fiscal 2025 with Ernst & Young LLP, the Company’s independent registered public accounting firm, who are responsible for expressing an opinion on the conformity of those audited financial statements with accounting principles generally accepted in the United States. The Audit Committee has discussed with Ernst & Young the matters required to be discussed by applicable standards of the Public Company Accounting Oversight Board (PCAOB) including matters related to the planning and results of the audit of the Company’s consolidated financial statements.

The Audit Committee also reviewed management’s report on its assessment of the effectiveness of the Company’s internal control over financial reporting and the independent registered public accounting firm’s report on management’s assessment of and the effectiveness of the Company’s internal control over financial reporting.




The Audit Committee has received the written disclosures and the letter from Ernst & Young required by the PCAOB relating to Ernst & Young’s communications with the Audit Committee concerning independence, and has discussed with Ernst & Young its independence and has considered whether the provision of non-audit services by Ernst & Young to the Company is compatible with maintaining Ernst & Young’s independence.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board that the audited financial statements be included in the Company’s Annual Report on Form 10-K for the year ended March 29, 2025.

The Audit Committee has selected Ernst & Young as the Company’s independent registered public accounting firm for fiscal 2026.

Respectfully submitted,

The Audit Committee of the Board of RBC Bearings Incorporated

Edward D. Stewart (Chair)

Richard R. Crowell

Frederick J. Elmy



Stockholder Proposals and Director Nominations


Stockholder Proposals

Stockholders interested in submitting a proposal for inclusion in the proxy statement relating to the Company’s next annual meeting of stockholders in 2026 may do so by following the procedures set forth in Rule 14a-8 under the Exchange Act. In general, to be eligible for inclusion in the Company’s proxy statement, stockholder proposals must be received by the Company at its principal executive offices (located at 102 Willenbrock Road, Oxford, CT 06478) no later than March 26, 2026.

Under the Company’s by-laws, proposals of stockholders not intended for inclusion in the proxy statement, but intended to be raised at the 2026 annual meeting, must be delivered to or mailed and received at c/o Secretary, RBC Bearings Incorporated, 102 Willenbrock Road, Oxford, CT 06478 no earlier than June 6,
[image: ]






2026 (i.e., 90 days prior to the anniversary of this year’s annual meeting) and no later than July 6, 2026 (i.e., 60 days prior to the anniversary of this year’s annual meeting); provided, however, that in the event that less than 70 days’ notice or prior public announcement of the date of the 2026 annual meeting is given or made to stockholders, notice by the stockholder to be timely must be received not later than the close of business on the tenth day following the date on which such notice of the date of the 2026 annual meeting is mailed or publicly announced. A stockholder’s notice must also comply with the timing, disclosure, procedural and other requirements set forth in the Company’s by-laws, a copy of which is available upon request from RBC’s Secretary at the above address.
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Stockholder Director Nominations

A stockholder may suggest director candidates for consideration by the Board’s Nominating and Governance Committee. Any such suggestion should include the nominee’s name and qualifications for Board membership and should be directed to the Secretary, RBC Bearings Incorporated, 102 Willenbrock Road, Oxford, CT 06478. The Board evaluates director nominees recommended by stockholders in the same manner in which it evaluates other director nominees. The Board has established, through the Nominating and Governance Committee, selection criteria that identify desirable skills and experience for prospective Board members, including consideration of the potential candidate’s qualification as independent, as well as consideration of diversity, skills, expertise and experience in the context of the Board and other criteria determined by the Nominating and Governance Committee from time to time.

The Company’s by-laws permit stockholders to nominate directors for election at an annual stockholders meeting. To nominate a director, a stockholder must deliver timely notice of such stockholder’s intent to make such nomination in writing to the Secretary. To be timely for the 2026 annual meeting, a stockholder’s notice must be delivered to or mailed and received at c/o Secretary, RBC Bearings Incorporated, 102 Willenbrock Road, Oxford, CT 06478, no earlier than the close of business on June 6, 2026 (i.e., 90 days prior to the anniversary of this year’s









annual meeting) and no later than July 6, 2026 (i.e., 60 days prior to the anniversary of this year’s annual meeting). In the event that the date of the 2026 annual meeting is more than 30 days from the anniversary of this year’s annual meeting, notice by the stockholder to be timely must be received not later than the close of business on the tenth day following the day on which the date of the 2026 meeting is mailed or publicly announced. A stockholder’s notice must also comply with the timing, disclosure, procedural and other requirements set forth in the Company’s by-laws.

In addition to satisfying the requirements under the Company’s by-laws, to comply with the universal proxy rules under the Exchange Act, any stockholder who intends to solicit proxies in support of director nominees other than the Board’s nominees for the 2026 annual meeting must provide a written notice that sets forth the information required by Rule 14a-19 under the Exchange Act no later than July 7, 2026 (i.e., 60 days prior to the anniversary of this year’s annual meeting). However, if the date of the 2026 annual meeting is more than 30 days from the anniversary of this year’s annual meeting, then such notice must be delivered by the later of (i) the tenth day following the public announcement of the date of the 2026 annual meeting and (ii) the date that is 60 days prior to the date of the 2026 annual meeting.



Additional Information About the Annual Meeting


The Company is furnishing proxy materials to stockholders via the internet. If you received a Notice of Internet Availability of Proxy Materials (the ‘‘Notice’’) by mail, you will not receive a printed copy of the proxy materials unless you specifically request one. The Notice instructs you on how to access and review all of the important information contained in this proxy statement and our annual report as well as how to submit your proxy over the



internet. If you received the Notice and would still like to receive a printed copy of our proxy materials, you should follow the instructions for requesting these materials included in the Notice. We plan to mail the Notice to stockholders on or about July 24, 2025. We will mail a printed copy of this proxy statement and form of proxy to certain stockholders and we expect that mailing to begin on or about July 24, 2025.


Why did I receive these materials?

You are receiving a proxy statement because you owned shares of our common stock on July 8, 2025 (the ‘‘Record Date’’), which entitles you to vote at the meeting. By use of a proxy, you can vote whether or not you attend the meeting. This proxy statement



describes the matters on which you may vote and provides information on those matters so that you can make an informed decision.


How may I obtain RBC’s 10-K and other financial information?


Stockholders may find the 2025 Form 10-K and our other filings with the Securities and Exchange Commission (SEC), as well as other information regarding the Company, including environmental/social/governance information, on the Investor Relations page of our website at www.investor.rbcbearings.com.
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If you received our proxy statement in the mail, a copy of our 2025 Annual Report on Form 10-K was enclosed with the proxy statement. Stockholders may request a free copy of the 2025 Form 10-K from the Secretary, RBC Bearings Incorporated, 102 Willenbrock Road, Oxford, CT 06478 (203-267-7001).
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Who is entitled to vote at the meeting?

Only stockholders of record at the close of business on the Record Date are entitled to receive notice of and to vote at the annual meeting. If you were a stockholder of record on the






Record Date, you will be entitled to vote all of the shares that you held on that date at the meeting, or any postponements or adjournments of the meeting.


What constitutes a quorum for the meeting?

The presence at the meeting, in person or by proxy, of the holders of a majority of the shares of our common stock outstanding on the Record Date and eligible to vote will constitute a quorum permitting the conduct of business at the meeting. As of the Record Date, there were 31,463,287 shares of common stock



outstanding and eligible to vote. Proxies received by the Company but marked as abstentions and broker non-votes will be included in the calculation of the number of shares considered to be present at the meeting for purposes of determining if we have a quorum.


What vote is required to approve each item?

Election of Directors (Proposal 1): Directors are elected by a majority of the votes cast. Each share of our common stock is entitled to one vote for each of the director nominees (i.e., stockholders do not have cumulative voting rights).

Approval of Independent Registered Public Accounting Firm (Proposal 2): The ratification of the appointment of Ernst & Young LLP to serve as the Company’s independent registered public accounting firm for fiscal 2026 requires the affirmative vote of a majority of the shares represented at the meeting.

Approval of the Say-on-Pay Proposal (Proposal 3): The approval of the resolution regarding the stockholder advisory vote on named executive officer compensation requires the affirmative vote of a majority of the shares represented at the meeting.



A properly executed proxy marked ‘‘ABSTAIN’’ with respect to a particular proposal will not be voted on that proposal (although it will be counted for purposes of determining whether there is a quorum at the meeting). Therefore, an abstention with respect to Proposal 1 will have no effect on the outcome of that proposal while an abstention with respect to either Proposal 2 or Proposal 3 will have the same effect as an ‘‘AGAINST’’ vote on that proposal.


Will stockholders be asked to vote on any other matters?


To the knowledge of the Company, stockholders will vote only on the matters described in this proxy statement. However, if any other matters properly come before the meeting, the persons



acting as proxy holders will vote on those matters in the manner they consider appropriate.


What are the Board’s recommendations?

The Board’s recommendations are set forth in this proxy statement together with the description of each proposal to be voted upon. In summary, the Board recommends a vote FOR



each of Proposals 1, 2 and 3. Unless you give other instructions when you vote, the persons acting as proxy holders will vote in accordance with the recommendations of the Board.


How do I vote?

If you are a holder of record (that is, your shares are registered in your own name with our transfer agent), you can vote either in person at the annual meeting or by proxy without attending the annual meeting. We urge you to vote by proxy even if you plan to attend the annual meeting so that we will know as soon as possible that enough votes will be present for us to hold the meeting. If you attend the meeting in person, you may vote at the meeting and your proxy will not be counted. You can vote by proxy over the Internet (at www.ProxyVote.com), by telephone (1-800-579-1639) or, if you received paper copies of our proxy materials in the mail, by completing, dating and signing a proxy card and returning it in the enclosed postage-paid envelope.
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If you hold your shares in ‘‘street name,’’ you must either direct the bank, broker or other record holder of your shares as to how to vote your shares, or obtain a proxy from the bank, broker or other record holder to vote at the meeting. Please refer to the materials provided by your bank, broker or other record holder for specific instructions on methods of voting available to you.

If you properly submit a proxy, your shares will be voted in accordance with your instructions. If you submit a proxy but do not specify how you want to vote your shares, the proxy holders will vote them in accordance with the recommendations of the Board.
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What if I Hold My Shares in Street Name?

If you hold your shares in ‘‘street name’’ through a broker, bank or other nominee rather than directly in your own name, then your broker, bank or other nominee is considered the stockholder of record, and you are considered the beneficial owner of your shares. The Company has supplied copies of its proxy materials for the 2025 annual meeting of stockholders to the broker, bank or other nominee holding your shares of record, and they have the responsibility to send these proxy materials to you. As the beneficial owner, you have the right to direct your broker, bank or other nominee on how to vote your shares at the annual meeting.

If your broker, bank or other nominee does not receive voting instructions from you, your shares may constitute ‘‘broker non-votes.’’ Generally, broker non-votes occur with respect to a proposal when a broker is not permitted to vote on that proposal without instructions from the beneficial owner and instructions






are not given. Shares represented by broker non-votes will be counted in determining whether there is a quorum at the meeting, but will not be considered voted with respect to those proposals to which the broker non-votes relate. Without instruction from you, your broker may not vote with respect to any of the proposals at the 2025 annual meeting except for the ratification of the appointment of the Company’s independent registered public accounting firm (Proposal 2). Because director nominees are elected by a majority of the votes cast at the meeting, broker non-votes will not affect the outcome of the voting on the election of directors. However, because approval of the say-on-pay proposal (Proposal 3) requires the affirmative vote of a majority of the shares of common stock represented at the meeting, a broker non-vote with respect to that proposal will have the same effect as an ‘‘AGAINST’’ vote.


What should I do if I receive more than one set of voting materials?


You may receive more than one Notice or set of proxy materials. For example, if you hold your shares in more than one brokerage account, you may receive a separate voting instruction card for each brokerage account in which you hold shares. If you are a



stockholder of record and your shares are registered in more than one name, you will receive more than one Notice or proxy card. Please vote with respect to each Notice or set of proxy materials that you receive.



How and when may I propose actions for consideration at next year’s annual meeting of stockholders or recommend or nominate individuals to serve as directors?


See ‘‘Stockholder Proposals and Director Nominations’’ above.

Additional Information Regarding the Solicitation

The Company will bear the cost of the annual meeting and the cost of this proxy solicitation. In addition to solicitation by mail, directors, officers and employees of the Company may solicit proxies by telephone or otherwise, with no specific additional compensation to be paid for such services. The Company will reimburse, upon request, all brokers and other persons holding shares of common stock for the benefit of others for their reasonable expenses in forwarding the Company’s proxy materials and any accompanying materials to the beneficial owners and in obtaining authorization from beneficial owners to give proxies.
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The Board knows of no matter to be brought before the annual meeting other than the matters identified in this proxy statement. If, however, any other matter properly comes before the annual meeting, the individuals named in the proxy solicited by the Board intend to vote on it on behalf of the stockholders they represent in the manner the proxy holders consider appropriate.

By order of the Board of Directors,

John J. Feeney

Vice President, General Counsel and Secretary

July 24, 2025
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APPENDIX A:


Directions to RBC

RBC Bearings Incorporated

Building A, 102 Willenbrock Road

One Tribology Center

Oxford, CT 06478.

Connecticut I-84 East or West to exit 16

Head south on CT-188 S/Strongtown Road toward CT-67 N/Seymour Road

Turn left onto CT-188 S/CT-67 S/Seymour Road

Continue straight to follow CT-67 S/Seymour Road

Take the 1st left onto Hawley Road

Take the 2nd right onto Willenbrock Road

Destination will be the second building on the left
[image: ]















































2025 Proxy Statement	55




APPENDIX B:

Reconciliation of Reported Net Income to Adjusted EBITDA

(dollars in millions)

Fiscal Year Ended


	
	March 29,
	March 30,
	April 1,
	April 2,
	April 3,

	
	2025
	2024
	2023
	2022
	2021

	
	
	
	
	
	
	
	

	Reported net income
	$246.2
	$209.9
	$166.7
	$
	54.7
	$
	90.1

	
	
	
	
	
	
	
	

	Interest expense, net
	59.8
	78.7
	76.7
	
	41.5
	
	1.4

	
	
	
	
	
	
	
	

	Provision for income taxes
	65.7
	51.9
	43.0
	
	24.0
	
	23.1

	
	
	
	
	
	
	
	

	Stock-based compensation expense
	28.4
	17.4
	14.0
	
	32.9
	
	18.1

	
	
	
	
	
	
	
	

	Depreciation and amortization
	120.0
	119.3
	115.4
	
	65.5
	
	32.8

	
	
	
	
	
	
	
	

	Other non-operating expense
	2.2
	2.1
	2.3
	
	0.8
	
	-

	
	
	
	
	
	
	
	

	Inventory step-up
	-
	-
	-
	
	13.8
	
	-

	
	
	
	
	
	
	
	

	Transaction and related costs
	-
	0.3
	0.1
	
	22.7
	
	-

	
	
	
	
	
	
	
	

	Transition services
	-
	-
	8.8
	
	8.0
	
	-

	
	
	
	
	
	
	
	

	Restructuring and consolidation
	1.5
	3.0
	2.6
	
	2.6
	
	7.3

	
	
	
	
	
	
	
	

	Cyber event
	-
	-
	-
	
	-
	
	1.5

	
	
	
	
	
	
	
	

	Legal settlement
	(4.0)
	-
	-
	
	-
	
	-

	
	
	
	
	
	
	
	

	Pension settlement
	-
	(0.5)
	4.3
	
	-
	
	-

	
	
	
	
	
	
	
	

	Adjusted EBITDA
	$519.8
	$482.1
	$433.9
	$
	266.5
	$
	174.3
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;	$118$/5(325738568$17726(&7,2125G2)7+(6(&85,7,(6$1'(;&+$1*($&72)
IRUWKHILVFDO\HDUHQGHG0DUFK

�	75$16,7,215(325738568$17726(&7,2125G2)7+(6(&85,7,(6(;&+$1*($&72)

IRUWKHWUDQVLWLRQSHULRGIURPBBBBBBBBBBWRBBBBBBBBB


&RPPLVVLRQILOHQXPEHU


5%&%($5,1*6,1&25325$7('
	'HODZDUH
	([DFWQDPHRIUHJLVWUDQWDVVSHFLILHGLQLWVFKDUWHU
	
	

	
	
	
	
	

	6WDWHRURWKHUMXULVGLFWLRQRI
	
	
	
	,56(PSOR\HU
	

	LQFRUSRUDWLRQRURUJDQL]DWLRQ
	
	
	
	,GHQWLILFDWLRQ1R
	

	
	
	
	
	

	2QH7ULERORJ\&HQWHU2[IRUG&7
	
	
	
	
	

	$GGUHVVRISULQFLSDOH[HFXWLYHRIILFHV
	
	
	=LS&RGH
	

	
	
	
	
	

	
	5HJLVWUDQW¶VWHOHSKRQHQXPEHULQFOXGLQJDUHDFRGH
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	6HFXULWLHVUHJLVWHUHGSXUVXDQWWR6HFWLRQERIWKH$FW
	

	7LWOHRI(DFK&ODVV
	
	7UDGLQJ6\PERO
	1DPHRI(DFK([FKDQJHRQ  KLFK5HJLVWHUHG
	

	&RPPRQ6WRFNSDUYDOXHSHUVKDUH
	5%&
	
	7KH1HZ<RUN6WRFN([FKDQJH
	



6HFXULWLHVUHJLVWHUHGSXUVXDQWWR6HFWLRQJRIWKH$FW1RQH



	,QGLFDWHE\FKHFNPDUNLIWKHUHJLVWUDQWLVDZHOONQRZQVHDVRQHGLVVXHUDVGHILQHGLQ5XOHRIWKH6HFXULWLHV$FW<HV;1R�



	,QGLFDWHE\FKHFNPDUNLIWKHUHJLVWUDQWLVQRWUHTXLUHGWRILOHUHSRUWVSXUVXDQWWR6HFWLRQRU6HFWLRQGRIWKH$FW<HV�1R;


	,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWKDVILOHGDOOUHSRUWVUHTXLUHGWREHILOHGE\6HFWLRQRU6HFWLRQGRIWKH6HFXULWLHV([FKDQJH$FWRI

GXULQJWKHSUHFHGLQJPRQWKVRUIRUVXFKVKRUWHUSHULRGWKDWWKHUHJLVWUDQWZDVUHTXLUHGWRILOHVXFKUHSRUWVDQGKDVEHHQVXEMHFWWRVXFKILOLQJUHTXLUHPHQWVIRUWKHSDVW

GD\V<HV;1R�

 ,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWKDVVXEPLWWHGHOHFWURQLFDOO\HYHU\,QWHUDFWLYH'DWD)LOHUHTXLUHGWREHVXEPLWWHGDQGSRVWHGSXUVXDQWWR5XOH RI5HJXODWLRQ67�RIWKLVFKDSWHUGXULQJWKHSUHFHGLQJPRQWKVRUIRUVXFKVKRUWHUSHULRGWKDWWKHUHJLVWUDQWZDVUHTXLUHGWRVXEPLWVXFKILOHV<HV; 1R�
 ,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWLVDODUJHDFFHOHUDWHGILOHUDQDFFHOHUDWHGILOHUDQRQDFFHOHUDWHGILOHURUDVPDOOHUUHSRUWLQJFRPSDQ\RUHPHUJLQJ JURZWKFRPSDQ\6HHWKHGHILQLWLRQVRI³ODUJHDFFHOHUDWHGILOHU´³DFFHOHUDWHGILOHU´³VPDOOHUUHSRUWLQJFRPSDQ\´DQG³HPHUJLQJJURZWKFRPSDQ\´LQ5XOHERIWKH ([FKDQJH$FW&KHFNRQH
	/DUJHDFFHOHUDWHGILOHU;$FFHOHUDWHGILOHU�1RQDFFHOHUDWHGILOHU�
	6PDOOHUUHSRUWLQJFRPSDQ\�(PHUJLQJJURZWKFRPSDQ\�


,IDQHPHUJLQJJURZWKFRPSDQ\LQGLFDWHE\FKHFNPDUNLIWKHUHJLVWUDQWKDVHOHFWHGQRWWRXVHWKHH[WHQGHGWUDQVLWLRQSHULRGIRUFRPSO\LQJZLWKDQ\QHZRU UHYLVHGILQDQFLDODFFRXQWLQJVWDQGDUGVSURYLGHGSXUVXDQWWR6HFWLRQDRIWKH([FKDQJH$FW�


 ,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWKDVILOHGDUHSRUWRQDQGDWWHVWDWLRQWRLWVPDQDJHPHQW¶VDVVHVVPHQWRIWKHHIIHFWLYHQHVVRILWVLQWHUQDOFRQWURORYHU ILQDQFLDOUHSRUWLQJXQGHU6HFWLRQERIWKH6DUEDQHV2[OH\$FW86&EE\WKHUHJLVWHUHGSXEOLFDFFRXQWLQJILUPWKDWSUHSDUHGRULVVXHGLWVDXGLWUHSRUW;


,IVHFXULWLHVDUHUHJLVWHUHGSXUVXDQWWR6HFWLRQERIWKH$FWLQGLFDWHE\FKHFNPDUNZKHWKHUWKHILQDQFLDOVWDWHPHQWVRIWKHUHJLVWUDQWLQFOXGHGLQWKHILOLQJ UHIOHFWWKHFRUUHFWLRQRIDQHUURUWRSUHYLRXVO\LVVXHGILQDQFLDOVWDWHPHQWV�
	
	,QGLFDWHE\FKHFNPDUNZKHWKHUDQ\RIWKRVHHUURUFRUUHFWLRQVDUHUHVWDWHPHQWVWKDWUHTXLUHGDUHFRYHU\DQDO\VLVRILQFHQWLYHEDVHGFRPSHQVDWLRQUHFHLYHGE\DQ\

RIWKHUHJLVWUDQW¶VH[HFXWLYHRIILFHUVGXULQJWKHUHOHYDQWUHFRYHU\SHULRGSXUVXDQWWR�'E� 

	,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWLVDVKHOOFRPSDQ\DVGHILQHGLQ5XOHERIWKH([FKDQJH$FW<HV�1R;


7KHDJJUHJDWHPDUNHWYDOXHRIWKHUHJLVWUDQW¶V&RPPRQ6WRFNKHOGE\QRQDIILOLDWHVRIWKHUHJLVWUDQWRQ6HSWHPEHUEDVHGRQWKH6HSWHPEHUFORVLQJ

VDOHVSULFHRIRIWKHUHJLVWUDQW¶V&RPPRQ6WRFNDVUHSRUWHGE\WKH1HZ<RUN6WRFN([FKDQJHZDVDSSUR[LPDWHO\

$VRI0D\5%&%HDULQJV,QFRUSRUDWHGKDGVKDUHVRI&RPPRQ6WRFN


'RFXPHQWV,QFRUSRUDWHGE\5HIHUHQFH
3RUWLRQVRIWKHUHJLVWUDQW¶VSUR[\VWDWHPHQWWREHILOHGZLWKLQGD\VRIWKHFORVHRIWKHUHJLVWUDQW¶VILVFDO\HDULQFRQQHFWLRQZLWKWKHUHJLVWUDQW¶V$QQXDO0HHWLQJRI

6WRFNKROGHUVWREHKHOG6HSWHPEHUDUHLQFRUSRUDWHGE\UHIHUHQFHLQWR3DUW,,,RIWKLV)RUP.
$XGLWRU)LUP,'	$XGLWRU1DPH(UQVW	<RXQJ//3	$XGLWRU/RFDWLRQ+DUWIRUG&7





































>7KLVSDJHLQWHQWLRQDOO\OHIWEODQN@

	
	7$%/(2)&217(176
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	3$57,
	
	
	

	,WHP
	%XVLQHVV
	
	

	,WHP$
	5LVN)DFWRUV
	
	

	,WHP%
	8QUHVROYHG6WDII&RPPHQWV
	
	

	,WHP&
	&\EHUVHFXULW\
	
	

	,WHP
	3URSHUWLHV
	
	

	,WHP
	/HJDO3URFHHGLQJV
	
	

	,WHP
	0LQH6DIHW\'LVFORVXUHV
	
	

	
	
	
	

	3$57,,
	
	
	

	
	
	
	

	,WHP
	0DUNHWIRU5HJLVWUDQW¶V&RPPRQ(TXLW\5HODWHG6WRFNKROGHU0DWWHUVDQG,VVXHU3XUFKDVHV
	
	
	

	
	RI(TXLW\6HFXULWLHV
	
	

	,WHP
	>5HVHUYHG@
	
	

	,WHP
	0DQDJHPHQW¶V'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV
	
	

	,WHP$
	4XDQWLWDWLYHDQG4XDOLWDWLYH'LVFORVXUHV$ERXW0DUNHW5LVN
	
	

	,WHP
	)LQDQFLDO6WDWHPHQWVDQG6XSSOHPHQWDU\'DWD
	
	

	,WHP
	&KDQJHVLQDQG'LVDJUHHPHQWV:LWK$FFRXQWDQWVRQ$FFRXQWLQJDQG)LQDQFLDO'LVFORVXUH
	
	

	,WHP$
	&RQWUROVDQG3URFHGXUHV
	
	

	,WHP%
	2WKHU,QIRUPDWLRQ
	
	

	,WHP&
	'LVFORVXUH5HJDUGLQJ)RUHLJQ-XULVGLFWLRQV7KDW3UHYHQW,QVSHFWLRQV
	
	

	
	
	
	

	3$57,,,
	
	
	

	
	
	
	

	,WHP
	'LUHFWRUV([HFXWLYH2IILFHUVDQG&RUSRUDWH*RYHUQDQFH
	
	

	,WHP
	([HFXWLYH&RPSHQVDWLRQ
	
	

	,WHP
	6HFXULW\2ZQHUVKLSRI&HUWDLQ%HQHILFLDO2ZQHUVDQG0DQDJHPHQWDQG5HODWHG6WRFNKROGHU
	
	
	

	
	0DWWHUV
	
	

	,WHP
	&HUWDLQ5HODWLRQVKLSV5HODWHG7UDQVDFWLRQVDQG'LUHFWRU,QGHSHQGHQFH
	
	

	,WHP
	3ULQFLSDO$FFRXQWLQJ)HHVDQG6HUYLFHV
	
	

	
	
	
	

	3$57,9
	
	
	
	

	,WHP
	
	
	
	

	
	([KLELWVDQG)LQDQFLDO6WDWHPHQW6FKHGXOHV
	
	

	
	
	
	

	6LJQDWXUHV
	6LJQDWXUHV
	
	

	
	
	
	
	

	
	
	
	
	

























3$57,

,7(0%86,1(66

5%&%HDULQJV,QFRUSRUDWHG


	5%& %HDULQJV ,QFRUSRUDWHG WRJHWKHU ZLWK LWV VXEVLGLDULHV LV DQ LQWHUQDWLRQDO PDQXIDFWXUHU DQG PDUNHWHU RI KLJKO\

HQJLQHHUHGSUHFLVLRQEHDULQJVFRPSRQHQWVDQGHVVHQWLDOV\VWHPVIRUWKHDHURVSDFHGHIHQVHDQGLQGXVWULDOLQGXVWULHV2XUSUHFLVLRQ

VROXWLRQVDUHLQWHJUDOWRWKHPDQXIDFWXUHDQGRSHUDWLRQRIPRVWPDFKLQHVDQGPHFKDQLFDOV\VWHPVWRUHGXFHZHDUWRPRYLQJSDUWV

IDFLOLWDWHSURSHUSRZHUWUDQVPLVVLRQUHGXFHGDPDJHDQGHQHUJ\ORVVFDXVHGE\IULFWLRQDQGFRQWUROSUHVVXUHDQGIORZ7KHWHUPV

³ZH´³XV´³RXU´³5%&´DQGWKH³&RPSDQ\´PHDQ5%&%HDULQJV,QFRUSRUDWHGDQGLWVVXEVLGLDULHVXQOHVVWKHFRQWH[WLQGLFDWHV



	
	$OOTXDQWLWDWLYHGDWDFRQWDLQHGLQWKLV$QQXDO5HSRUWRQ)RUP.WKH³$QQXDO5HSRUW´LVVWDWHGLQPLOOLRQVH[FHSW

	IRUVKDUHDQGSHUVKDUHGDWDQXPEHURIIDFLOLWLHVDQGKHDGFRXQW

	
	

	7KH%HDULQJ*HDULQJDQG(QJLQHHUHG&RPSRQHQW,QGXVWU\

	
	

	
	7KH EHDULQJ JHDULQJ DQG HQJLQHHUHG FRPSRQHQW LQGXVWU\ LV D IUDJPHQWHG PXOWLELOOLRQGROODU PDUNHW 3XUFKDVHUV RI


EHDULQJV JHDULQJ DQG HQJLQHHUHG FRPSRQHQWV LQFOXGH SURGXFHUV RI FRPPHUFLDO DQG PLOLWDU\ DLUFUDIW VXEPDULQHV PLOLWDU\ YHKLFOHV HQHUJ\ HTXLSPHQW ZDUHKRXVLQJ DQG ORJLVWLFV V\VWHPV LQGXVWULDO HTXLSPHQW DXWRPDWLRQ V\VWHPV FRQVWUXFWLRQ PDFKLQHU\UDLODQGWUDQVSRUWDWLRQHTXLSPHQWSDFNDJLQJDQGFDQQLQJPDFKLQHU\DJULFXOWXUHDQGPLQLQJHTXLSPHQWDQGRWKHU IRUPVRIVSHFLDOL]HGHTXLSPHQWDVZHOODVGLVWULEXWRUVZKRVHUYLFHWKHDIWHUPDUNHWIRUWKHVHSURGXFWV 

	'HPDQGIRUEHDULQJVJHDULQJDQGSUHFLVLRQFRPSRQHQWVLQ WKHGLYHUVLILHG LQGXVWULDOPDUNHWLVLQIOXHQFHGE\JURZWK

IDFWRUVLQLQGXVWULDOPDFKLQHU\DQGHTXLSPHQWVKLSPHQWVDQGFRQVWUXFWLRQPLQLQJHQHUJ\IRRGDQGEHYHUDJHSDFNDJLQJDQG

FDQQLQJVHPLFRQGXFWRUDQGJHQHUDOLQGXVWULDODFWLYLW\,QDGGLWLRQXVDJHRIH[LVWLQJPDFKLQHU\ZLOOLPSDFWDIWHUPDUNHWGHPDQG

IRU UHSODFHPHQW SURGXFWV ,Q WKH FRPPHUFLDO DHURVSDFH PDUNHW QHZ DLUFUDIW EXLOG UDWHV DORQJ ZLWK FDUULHU WUDIILF YROXPHV

ZRUOGZLGH GHWHUPLQH GHPDQG IRU RXU VROXWLRQV $FWLYLW\ LQ WKH GHIHQVH PDUNHW LV LQIOXHQFHG E\ PRGHUQL]DWLRQ SURJUDPV

QHFHVVLWDWLQJVSHQGLQJRQQHZHTXLSPHQWDVZHOODVFRQWLQXHGXWLOL]DWLRQRIGHSOR\HGHTXLSPHQWVXSSRUWLQJDIWHUPDUNHWGHPDQG

IRUUHSODFHPHQWEHDULQJVJHDULQJDQGHQJLQHHUHGFRPSRQHQWV

&XVWRPHUVDQG0DUNHWV

	:HVHUYHDEURDGUDQJHRIHQGPDUNHWVZKHUHZHFDQDGGYDOXHZLWKRXUVSHFLDOW\SUHFLVLRQEHDULQJVHVVHQWLDOV\VWHPV


	.
	
	

	
	,QGXVWULDO0DUNHWRIQHWVDOHVIRUWKHILVFDO\HDUHQGHG0DUFK
	

	
	
	

	
	
	

	
	:H PDQXIDFWXUH EHDULQJV JHDULQJ DQG HQJLQHHUHG FRPSRQHQWV IRU D ZLGH UDQJH RI GLYHUVLILHG LQGXVWULDO PDUNHWV
	

	LQFOXGLQJPXOWLLQGXVWU\PDQXIDFWXULQJFRQVWUXFWLRQPHWDOVDQGPLQLQJDJJUHJDWHDQGFHPHQWIRRGDQGEHYHUDJHRLODQGQDWXUDO
	

	UHVRXUFH H[WUDFWLRQ IRUHVW SURGXFWV ZDUHKRXVLQJ DQG ORJLVWLFV JUDLQ WUDQVSRUWDWLRQ SDFNDJLQJ DQG FDQQLQJ VHPLFRQGXFWRU
	

	HTXLSPHQWSRZHUJHQHUDWLRQ ZDVWHDQGZDWHUPDQDJHPHQWDQGRWKHUJHQHUDOLQGXVWULDO PDUNHWV2XUSURGXFWV WDUJHW PDUNHW
	

	DSSOLFDWLRQVLQZKLFKRXUHQJLQHHULQJDQGPDQXIDFWXULQJFDSDELOLWLHVSURYLGHXVZLWKDFRPSHWLWLYHDGYDQWDJHLQWKHPDUNHWSODFH
	

	
	
	

	
	2XU ODUJHVW LQGXVWULDO FXVWRPHUV LQFOXGH &DWHUSLOODU .RPDWVX DQG +DOOLEXUWRQ DQG YDULRXV DIWHUPDUNHW GLVWULEXWRUV
	


LQFOXGLQJ0RWLRQ,QGXVWULHV$SSOLHG,QGXVWULDO%DOGZLQ6XSSO\%',DQG3XUYLV,QGXVWULHV:HEHOLHYHWKDWWKHGLYHUVLILFDWLRQ

RI RXU VDOHV DPRQJ WKH YDULRXV VHJPHQWV RI WKH LQGXVWULDO PDUNHWV DQG FKDQQHOV UHGXFHV RXU H[SRVXUH WR GRZQWXUQV LQ DQ\







LQGLYLGXDO VHJPHQW :H EHOLHYH RSSRUWXQLWLHV H[LVW IRU JURZWK DQG PDUJLQ LPSURYHPHQW LQ WKLV PDUNHW DV D UHVXOW RI WKH LQWURGXFWLRQRIQHZSURGXFWVWKHH[SDQVLRQRIDIWHUPDUNHWVDOHVDQGFRQWLQXHGPDQXIDFWXULQJSURFHVVLPSURYHPHQWV 

$HURVSDFH'HIHQVH0DUNHWRIQHWVDOHVIRUWKHILVFDO\HDUHQGHG0DUFK


 :HVXSSO\EHDULQJVDQGHQJLQHHUHGFRPSRQHQWVIRUXVHLQFRPPHUFLDOSULYDWHDQGPLOLWDU\DLUFUDIWDQGDLUFUDIWHQJLQHV JXLGHGZHDSRQU\VSDFHDQGVDWHOOLWHVYLVLRQDQGRSWLFDOV\VWHPVDQGPLOLWDU\PDULQHDQGJURXQGDSSOLFDWLRQV 

 :HVXSSO\SUHFLVLRQSURGXFWVIRUPDQ\RIWKHFRPPHUFLDODLUFUDIWFXUUHQWO\RSHUDWLQJZRUOGZLGHDQGDUHWKHSULPDU\ EHDULQJ VXSSOLHU IRU PDQ\ RI WKH DLUFUDIW 2(0V¶ SURGXFW OLQHV &RPPHUFLDO DHURVSDFH FXVWRPHUV JHQHUDOO\ UHTXLUH SUHFLVLRQ SURGXFWVRIWHQFRQVWUXFWHGRIVSHFLDOPDWHULDOVDQGPDGHWRXQLTXHGHVLJQVDQGVSHFLILFDWLRQV0DQ\RIRXUDHURVSDFHEHDULQJV DQGHQJLQHHUHGFRPSRQHQWSURGXFWVDUHGHVLJQHGDQGFHUWLILHGGXULQJWKHRULJLQDOGHYHORSPHQWRIWKHDLUFUDIWEHLQJVHUYHGZKLFK RIWHQPDNHVXVWKHSULPDU\EHDULQJVXSSOLHUIRUWKHOLIHRIWKDWDLUFUDIW 

	:HPDQXIDFWXUHEHDULQJVDQGHQJLQHHUHGFRPSRQHQWVXVHGE\WKH86'HSDUWPHQWRI'HIHQVHWKH³'2'´DQGFHUWDLQ



 2XUODUJHVWDHURVSDFHDQGGHIHQVHFXVWRPHUVLQFOXGHWKH86'HSDUWPHQWRI'HIHQVH%RHLQJ$LUEXV1HZSRUW1HZV 6KLSEXLOGLQJ /RFNKHHG 0DUWLQ 1RUWKURS *UXPPDQ 5D\WKHRQ %OXH 2ULJLQ DQG 6SDFH; DQG YDULRXV DIWHUPDUNHW GLVWULEXWRUV LQFOXGLQJ1DWLRQDO3UHFLVLRQ%HDULQJ:HEHOLHYHRXUVWURQJUHODWLRQVKLSVZLWK2(0VKHOSGULYHRXUDIWHUPDUNHWVDOHVVLQFHD SRUWLRQRI2(0VDOHVDUHXOWLPDWHO\LQWHQGHGIRUXVHDVUHSODFHPHQWSDUWV:HEHOLHYHWKDWJURZWKDQGPDUJLQH[SDQVLRQLQWKLV

PDUNHWZLOOEHGULYHQSULPDULO\E\H[SDQGLQJRXULQWHUQDWLRQDOSUHVHQFHQHZFRPPHUFLDODLUFUDIWLQWURGXFWLRQVQHZSURGXFWV VKDUHJDLQVDQGWKHUHIXUELVKPHQWDQGPDLQWHQDQFHRIH[LVWLQJFRPPHUFLDODQGPLOLWDU\DLUFUDIW 
 ,QILVFDODSSUR[LPDWHO\RIRXUQHWVDOHVZHUHPDGHGLUHFWO\DQGZHHVWLPDWHWKDWDSSUR[LPDWHO\DQDGGLWLRQDO RIRXUQHWVDOHVZHUHPDGHLQGLUHFWO\WRWKH86JRYHUQPHQW7KHFRQWUDFWVRUVXEFRQWUDFWVIRUWKHVHVDOHVPD\EHVXEMHFWWR UHQHJRWLDWLRQRISURILWRUWHUPLQDWLRQDWWKHHOHFWLRQRIWKH86JRYHUQPHQW%DVHGRQH[SHULHQFHZHEHOLHYHWKDWQRPDWHULDO UHQHJRWLDWLRQVRUUHIXQGVZLOOEHUHTXLUHG6HH3DUW,,WHP$³5LVN)DFWRUV±)XWXUHUHGXFWLRQVRUFKDQJHVLQ86JRYHUQPHQW VSHQGLQJFRXOGQHJDWLYHO\DIIHFWRXUEXVLQHVV´RIWKLV$QQXDO5HSRUWRQ)RUP. 

	2XU WZR UHSRUWDEOH EXVLQHVV VHJPHQWV DUH DOLJQHG ZLWK WKH HQGPDUNHWV IRU RXU SURGXFWV  2SHUDWLQJ UHVXOWV IRU WKH

VHJPHQWV DUH HYDOXDWHG UHJXODUO\ E\ RXU FKLHI RSHUDWLQJ GHFLVLRQ PDNHU LQ GHWHUPLQLQJ UHVRXUFH DOORFDWLRQ DQG DVVHVVLQJ SHUIRUPDQFH7KHIROORZLQJWDEOHSURYLGHVDVXPPDU\RIRXUWZRUHSRUWDEOHEXVLQHVVVHJPHQWV
	































	
	
	
	1HW6DOHVDQG3HUFHQWRI6DOHVIRUWKH)LVFDO<HDU(QGHG
	
	
	
	
	

	
	
	
	
	6HJPHQW
	
	DPRXQWVLQPLOOLRQV
	
	
	
	
	5HSUHVHQWDWLYH$SSOLFDWLRQV
	
	

	
	
	
	
	
	
	0DUFK
	
	0DUFK
	
	
	$SULO
	
	
	
	
	
	

	
	
	
	,QGXVWULDO
	
	
	
	
	x
	+HDY\PDFKLQHU\DQGRWKHUFDSLWDO
	
	
	

	
	
	
	
	
	
	
	x
	JRRGVPDQXIDFWXULQJ
	

	
	
	
	
	
	
	
	
	
	
	
	0LQLQJHQHUJ\DJJUHJDWHV
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	x
	FRQVWUXFWLRQDQGPDWHULDOKDQGOLQJ
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	)RRGDQGEHYHUDJHJUDLQDQG
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	x
	DJULFXOWXUDOSURGXFWKDQGOLQJ
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	&KHPLFDOVRLODQGJDV
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	x
	:DUHKRXVLQJDQGORJLVWLFV
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	x
	0DQXIDFWXULQJDXWRPDWLRQDQG
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	x
	VHPLFRQGXFWRUHTXLSPHQW
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	3RZHUJHQHUDWLRQZDVWHDQGZDWHU
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	x
	PDQDJHPHQW
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	5DLODQGWUDQVSRUWDWLRQ
	

	
	
	
	$HURVSDFH'HIHQVH
	
	
	
	
	x
	$LUIUDPHIOLJKWFRQWURODQGDFWXDWLRQ
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	%HDULQJVJHDULQJDQGHQJLQHHUHGFRPSRQHQWVDUHHPSOR\HGWRSHUIRUPVHYHUDOIXQFWLRQVLQFOXGLQJUHGXFWLRQRIIULFWLRQ
	

	WUDQVIHURIPRWLRQFDUULDJHRIORDGVDQGFRQWURORISUHVVXUHDQGIORZV:HGHVLJQPDQXIDFWXUHDQGPDUNHWDEURDGSRUWIROLRRI
	

	EHDULQJVJHDULQJDQGHQJLQHHUHGFRPSRQHQWV
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	3ODLQ%HDULQJV3ODLQEHDULQJVDUHSULPDULO\XVHGWRUHFWLI\LQHYLWDEOHPLVDOLJQPHQWVLQYDULRXVPHFKDQLFDOFRPSRQHQWV
	

	VXFKDVDLUFUDIWFRQWUROVKHOLFRSWHUURWRUVRUKHDY\PLQLQJDQGFRQVWUXFWLRQHTXLSPHQW6XFKPLVDOLJQPHQWVDUHHLWKHUGXHWR
	

	PDFKLQLQJLQDFFXUDFLHVRUUHVXOWZKHQFRPSRQHQWVFKDQJHSRVLWLRQUHODWLYHWRHDFKRWKHU3ODLQEHDULQJVDUHSURGXFHGZLWKHLWKHU
	

	VHOIOXEULFDWLQJRUPHWDOWRPHWDOGHVLJQVDQGFRQVLVWRIVHYHUDOVXEFODVVHVLQFOXGLQJURGHQGEHDULQJVVSKHULFDOSODLQEHDULQJV
	

	DQGMRXUQDOEHDULQJV
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	5ROOHU%HDULQJV5ROOHUEHDULQJVDUHDQWLIULFWLRQSURGXFWVWKDWXWLOL]HF\OLQGULFDOUROOLQJHOHPHQWV:HSURGXFHWKUHH
	

	PDLQGHVLJQVWDSHUHGUROOHUEHDULQJVQHHGOHUROOHUEHDULQJVDQGQHHGOHEHDULQJWUDFNUROOHUVDQGFDPIROORZHUV:HRIIHUVHYHUDO
	

	QHHGOHUROOHUEHDULQJGHVLJQVWKDWDUHXVHGLQERWKLQGXVWULDODSSOLFDWLRQVDQGFHUWDLQ86PLOLWDU\DLUFUDIWSODWIRUPVZKHUHWKHUH
	

	DUHKLJKORDGVDQGWKHGHVLJQLVFRQVWUDLQHGE\VSDFHFRQVLGHUDWLRQV$VLJQLILFDQWSRUWLRQRIRXUVDOHVRIQHHGOHUROOHUEHDULQJVLV
	

	WR WKH DIWHUPDUNHW UDWKHU WKDQ WR 2(0V 1HHGOH EHDULQJ WUDFN UROOHUV DQG FDP IROORZHUV KDYH ZLGH DQG GLYHUVLILHG XVH LQ WKH
	

	LQGXVWULDOPDUNHWDQGDUHRIWHQSUHVFULEHGDVDSULPDU\FRPSRQHQWLQDUWLFXODWHGDLUFUDIWZLQJV
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	%DOO %HDULQJV  %DOO EHDULQJV DUH GHYLFHV WKDW XWLOL]H KLJK SUHFLVLRQ EDOO HOHPHQWV WR UHGXFH IULFWLRQ LQ KLJKVSHHG
	


DSSOLFDWLRQV :H VSHFLDOL]H LQ IRXU PDLQ W\SHV RI EDOO EHDULQJV KLJK SUHFLVLRQ DHURVSDFH DLUIUDPH FRQWURO WKLQ VHFWLRQ DQG

LQGXVWULDOEDOOEHDULQJV+LJKSUHFLVLRQDHURVSDFHEHDULQJVDUHSULPDULO\VROGWRFXVWRPHUVLQWKHGHIHQVHLQGXVWU\WKDWUHTXLUH

PRUHWHFKQLFDOO\VRSKLVWLFDWHGEHDULQJSURGXFWVSURYLGLQJDKLJKGHJUHHRIIDXOWWROHUDQFHJLYHQWKHFULWLFDOLW\RIWKHDSSOLFDWLRQV

LQZKLFKWKH\DUHXVHG$LUIUDPHFRQWUROEDOOEHDULQJVDUHSUHFLVLRQEDOOEHDULQJVWKDWDUHSODWHGWRUHVLVWFRUURVLRQDQGDUHTXDOLILHG

XQGHUDPLOLWDU\VSHFLILFDWLRQ7KLQVHFWLRQEDOOEHDULQJVDUHVSHFLDOL]HGEHDULQJVWKDWXVHH[WUHPHO\WKLQFURVVVHFWLRQVDQGJLYH

VSHFLDOL]HGPDFKLQHU\PDQXIDFWXUHUVPDQ\DGYDQWDJHV:HSURGXFHDJHQHUDOOLQHRILQGXVWULDOEDOOEHDULQJVVROGSULPDULO\WRWKH

DIWHUPDUNHW


	0RXQWHG%HDULQJV0RXQWHGEHDULQJVDUHIXOO\DVVHPEOHGEHDULQJVZLWKDZLGHUDQJHRIVKDIWDWWDFKPHQWPHWKRGV

UROOLQJHOHPHQWVKRXVLQJPDWHULDOVDQGFRQILJXUDWLRQVRIIHULQJDYDULHW\RIVHDOLQJVROXWLRQV0RXQWHGEHDULQJSURGXFWVLQFOXGH





PRXQWHGEDOOEHDULQJVPRXQWHGUROOHUEHDULQJVDQGPRXQWHGSODLQEHDULQJVDQGDUHXVHGLQOLJKWWRKHDY\ORDGVDQGLQFOHDQ FRUURVLYHRUKDUVKHQYLURQPHQWV0RXQWHGUROOHUEHDULQJVDUHSUHPDFKLQHGWRDOORZILHOGLQVWDOODWLRQRIWKH'RGJHEHDULQJ VHQVRUDGGLQJUHPRWHPRQLWRULQJFDSDELOLW\LQGLIILFXOWWRDFFHVVDSSOLFDWLRQVDQGXQVDIHHQYLURQPHQWV$SSOLFDWLRQVLQFOXGH XQLWDQGEXONPDWHULDOKDQGOLQJLQGXVWULDODLUKDQGOLQJODUJHURWRUIDQVIRRGSURFHVVLQJUROORXWWDEOHVDQGIRUHVWSXOSDQG SDSHUSURFHVVLQJHTXLSPHQW



 0RWLRQ&RQWURO&RPSRQHQWV3RZHUWUDQVPLVVLRQFRPSRQHQWVDUHRIWKUHHW\SHVPHFKDQLFDOGULYHFRPSRQHQWVRIIHULQJ 9EHOWVKHDYHVV\QFKURQRXVVSURFNHWVEXVKLQJVDQGEHOWVXVHGWRFKDQJHURWDWLRQDOVSHHGEHWZHHQWZRSLHFHVRIHTXLSPHQW FRXSOLQJVXVHGWRWUDQVPLWWRUTXHEHWZHHQWZRURWDWLQJSLHFHVRIHTXLSPHQWVXFKDVDPRWRUDQGDJHDUER[DQGFRQYH\RU

FRPSRQHQWV ZKLFK WUDQVIHU WRUTXH IURP WKH PHFKDQLFDO GULYH HTXLSPHQW WR WKH FRQYH\RU EHOW LQ EXON PDWHULDO KDQGOLQJ

DSSOLFDWLRQV$SSOLFDWLRQVLQFOXGHXQLWDQGEXONPDWHULDOKDQGOLQJLQGXVWULDODLUKDQGOLQJODUJHURWRUIDQVIRRGSURFHVVLQJ

UROORXWWDEOHVDQGIRUHVWSXOSDQGSDSHUSURFHVVLQJHTXLSPHQW:HDOVRSURYLGHDFWXDWLRQFRPSRQHQWVWRFXVWRPHUVZLWKLQ

RXUFRPPHUFLDODHURVSDFHDQGVSDFHPDUNHWV


 (QJLQHHUHG&RPSRQHQWV(QJLQHHUHGFRPSRQHQWVLQFOXGHKLJKO\HQJLQHHUHGK\GUDXOLFVDQGYDOYHVIDVWHQHUVSUHFLVLRQ PHFKDQLFDOFRPSRQHQWVDQGPDFKLQHWRROFROOHWV(QJLQHHUHGK\GUDXOLFVDQGYDOYHVDUHXVHGLQDLUFUDIWDQGVXEPDULQHDSSOLFDWLRQV DQGDHURVSDFHDQGGHIHQVHDIWHUPDUNHWVHUYLFHV3UHFLVLRQPHFKDQLFDOFRPSRQHQWVDUHXVHGLQDOOJHQHUDOLQGXVWULDODSSOLFDWLRQV ZKHUHVRPHIRUPRIPRYHPHQWLVUHTXLUHG0DFKLQHWRROFROOHWVDUHFRQHVKDSHGPHWDOVOHHYHVXVHGIRUKROGLQJFLUFXODURUURG

OLNHSLHFHVLQDODWKHRURWKHUPDFKLQHWKDWSURYLGHHIIHFWLYHSDUWKROGLQJDQGDFFXUDWHSDUWORFDWLRQGXULQJPDFKLQLQJRSHUDWLRQV


3URGXFW'HVLJQDQG'HYHORSPHQW


	
	

	
	2IWHQDWWKHHDUO\VWDJHDEHDULQJRUHQJLQHHUHGFRPSRQHQWGHVLJQLVSURGXFHGWKDWDGGUHVVHVWKHH[SHFWHGGHPDQGVRI

	WKH DSSOLFDWLRQ LQFOXGLQJ ORDG VWUHVV KHDW WKHUPDO JUDGLHQWV YLEUDWLRQ OXEULFDQW VXSSO\ SUHVVXUH DQG IORZV DQG FRUURVLRQ

	UHVLVWDQFH ZLWK RQH RU WZR RI WKHVH HQYLURQPHQWDO FRQVWUDLQWV EHLQJ SUHGRPLQDQW LQ WKH GHVLJQ FRQVLGHUDWLRQ $ EHDULQJ RU

	HQJLQHHUHGFRPSRQHQWGHVLJQPXVWSHUIRUPUHOLDEO\IRUWKHSHULRGRIWLPHUHTXLUHGE\WKHFXVWRPHUVSURGXFWREMHFWLYHV

	
	

	
	2QFH D EHDULQJ RU HQJLQHHUHGFRPSRQHQW LV GHVLJQHG D PDWKHPDWLFDO VLPXODWLRQ LV FUHDWHG WR UHSOLFDWH WKH H[SHFWHG


DSSOLFDWLRQHQYLURQPHQWDQGWKHUHE\DOORZRSWLPL]DWLRQZLWKUHVSHFWWRWKHVHGHVLJQYDULDEOHV8SRQFRQFOXVLRQRIWKHGHVLJQDQG VLPXODWLRQSKDVHVDPSOHVDUHSURGXFHGDQGODERUDWRU\WHVWLQJFRPPHQFHVDWRQHRIRXUWHVWODERUDWRULHV7KHSXUSRVHRIWKLV WHVWLQJSKDVHLVQRWRQO\WRYHULI\WKHGHVLJQDQGWKHVLPXODWLRQPRGHOEXWDOVRWRDOORZIXUWKHUGHVLJQLPSURYHPHQWZKHUHQHHGHG 7KHODVWSKDVHLVILHOGWHVWLQJE\WKHFXVWRPHUDIWHUZKLFKWKHSURGXFWLVUHDG\IRUVDOH 

	)RUPDQ\RIRXU$HURVSDFH'HIHQVHSURGXFWVWKHFXOPLQDWLRQRIWKLVOHQJWK\SURFHVVLVWKHUHFHLSWRIDSURGXFWDSSURYDO

RUFHUWLILFDWLRQJHQHUDOO\REWDLQHGIURPHLWKHUWKH2(0WKH'2'RUWKH)HGHUDO$YLDWLRQ$GPLQLVWUDWLRQ³)$$´ZKLFKDOORZV

XVWRVXSSO\WKHSURGXFWWRWKH2(0FXVWRPHUDQGWRWKHDIWHUPDUNHW:HFXUUHQWO\KDYHDVLJQLILFDQWQXPEHURIVXFKDSSURYDOV

ZKLFKRIWHQJLYHVXVDFRPSHWLWLYHDGYDQWDJHDQGLQPDQ\RIWKHVHLQVWDQFHVZHDUHWKHRQO\DSSURYHGVXSSOLHURIDJLYHQEHDULQJ

RUHQJLQHHUHGFRPSRQHQW

0DQXIDFWXULQJDQG2SHUDWLRQV

	2XUPDQXIDFWXULQJVWUDWHJLHVDUHIRFXVHGRQSURGXFWUHOLDELOLW\TXDOLW\VDIHW\DQGVHUYLFH&XVWRPDQGVWDQGDUGSURGXFWV

DUHSURGXFHGDFFRUGLQJWRPDQXIDFWXULQJVFKHGXOHVWKDWHQVXUHPD[LPXPDYDLODELOLW\RISRSXODULWHPVIRULPPHGLDWHVDOHZKLOH FDUHIXOO\ FRQVLGHULQJ WKH HFRQRPLHV RI ORW SURGXFWLRQ DQG VSHFLDO SURGXFWV &DSLWDO SURJUDPV DQG PDQXIDFWXULQJ PHWKRGV







GHYHORSPHQWDUHIRFXVHGRQTXDOLW\LPSURYHPHQWSURGXFWLRQFRVWVVDIHW\DQGVHUYLFH2QJRLQJUHYLHZRISURGXFWOLQHSURGXFWLRQ

SHUIRUPDQFHDVVXUDQFHDQHQYLURQPHQWRIFRQWLQXHDWWDLQPHQWRISURILWDELOLW\DQGTXDOLW\JRDOV

	&DSDFLW\2XUSODQWVFXUUHQWO\UXQRQDIXOOILUVWVKLIWZLWKVHFRQGDQGWKLUGVKLIWVDWVHOHFWORFDWLRQVWRPHHWWKHGHPDQGV

RIRXUFXVWRPHUV:HEHOLHYHWKDWFXUUHQWFDSDFLW\OHYHOVDQGIXWXUHDQQXDOHVWLPDWHGFDSLWDOH[SHQGLWXUHVRQHTXLSPHQWXSWR DSSUR[LPDWHO\WRRIQHWVDOHVVKRXOGSHUPLWXVWRHIIHFWLYHO\PHHWGHPDQGOHYHOVIRUWKHIRUHVHHDEOHIXWXUH 
	,QYHQWRU\ 0DQDJHPHQW  :H RSHUDWH DQ LQYHQWRU\ PDQDJHPHQW SURJUDP GHVLJQHG WR EDODQFH FXVWRPHU GHOLYHU\

UHTXLUHPHQWVZLWKHFRQRPLFDOO\RSWLPDOLQYHQWRU\OHYHOV,QWKLVSURJUDPHDFKSURGXFWLVFDWHJRUL]HGEDVHGRQFKDUDFWHULVWLFV

LQFOXGLQJRUGHUIUHTXHQF\QXPEHURIFXVWRPHUVDQGVDOHVYROXPH8VLQJWKLVFODVVLILFDWLRQV\VWHPRXUSULPDU\JRDOLVWRPDLQWDLQ

DVXIILFLHQWVXSSO\RIVWDQGDUGLWHPVZKLOHPLQLPL]LQJFRVWV,QDGGLWLRQSURGXFWLRQFRVWVDYLQJVDUHDFKLHYHGE\RSWLPL]LQJSODQW

VFKHGXOLQJDURXQGLQYHQWRU\OHYHOVDQGFXVWRPHUGHOLYHU\UHTXLUHPHQWV7KLVOHDGVWRPRUHHIILFLHQWXWLOL]DWLRQRIPDQXIDFWXULQJ

IDFLOLWLHVDQGPLQLPL]HVSODQWSURGXFWLRQFKDQJHVZKLOHPDLQWDLQLQJVXIILFLHQWLQYHQWRULHVWRVHUYLFHFXVWRPHUQHHGV


6DOHV0DUNHWLQJDQG'LVWULEXWLRQ


 2XUPDUNHWLQJVWUDWHJ\LVDLPHGDWLQFUHDVLQJVDOHVZLWKLQRXUWZRSULPDU\PDUNHWVWDUJHWLQJVSHFLILFDSSOLFDWLRQVLQ ZKLFKZHFDQH[SORLWRXUFRPSHWLWLYHVWUHQJWKV7RDIIHFWWKLVVWUDWHJ\ZHVHHNWRH[SDQGLQWRJHRJUDSKLFDUHDVQRWSUHYLRXVO\ VHUYHGE\XVDQGZHFRQWLQXHWRFDSLWDOL]HRQQHZPDUNHWVDQGLQGXVWULHVIRUH[LVWLQJDQGQHZSURGXFWV:HHPSOR\DWHFKQLFDOO\ SURILFLHQWVDOHVIRUFHDQGXWLOL]HPDUNHWLQJPDQDJHUVSURGXFWPDQDJHUVFXVWRPHUVHUYLFHUHSUHVHQWDWLYHVDQGSURGXFWDSSOLFDWLRQ
HQJLQHHUVLQRXUVHOOLQJHIIRUWV

 :HKDYHGHYHORSHGRXUVDOHVIRUFHWKURXJKWKHKLULQJRIVDOHVSHUVRQQHOZLWKSULRULQGXVWU\H[SHULHQFHFRPSOHPHQWHG E\DQLQKRXVHWUDLQLQJSURJUDP:HLQWHQGWRFRQWLQXHWRKLUHDQGGHYHORSH[SHUWVDOHVSURIHVVLRQDOVDQGVWUDWHJLFDOO\ORFDWHWKHP WRLPSOHPHQWRXUH[SDQVLRQVWUDWHJ\7RGD\RXUGLUHFWVDOHVIRUFHLVORFDWHGWRVHUYLFH1RUWK$PHULFD(XURSH$VLD $XVWUDOLD DQG /DWLQ $PHULFD DQG LV UHVSRQVLEOH IRU VHOOLQJ DOO RI RXU SURGXFWV 7KLV VHOOLQJ PRGHO OHYHUDJHV RXU UHODWLRQVKLS ZLWK NH\

FXVWRPHUVDQGSURYLGHVRSSRUWXQLWLHVWRPDUNHWPXOWLSOHSURGXFWOLQHVWRERWKHVWDEOLVKHGDQGSRWHQWLDOFXVWRPHUV:HDOVRVHOO RXUSURGXFWVWKURXJKDZHOOHVWDEOLVKHGJOREDOQHWZRUNRILQGXVWULDODQGDHURVSDFHGLVWULEXWRUV7KLVFKDQQHOSULPDULO\SURYLGHV RXUSURGXFWVWRVPDOOHU2(0FXVWRPHUVDIWHUPDUNHWFXVWRPHUVDQGWKHHQGXVHUVRIEHDULQJVDQGHQJLQHHUHGFRPSRQHQWVWKDW UHTXLUHORFDOLQYHQWRU\DQGVHUYLFH:HLQWHQGWRFRQWLQXHWRIRFXVRQEXLOGLQJGLVWULEXWRUVDOHVYROXPH 

	7KH &RPSDQ\ KDV D MRLQW YHQWXUH LQ 1RUWK $PHULFD IRFXVHG RQ MRLQW ZDUHKRXVH DQG WUDQVSRUWDWLRQ ORJLVWLFV DQG H

EXVLQHVVVHUYLFHV7KHHEXVLQHVVVHUYLFHIRFXVHVRQLQIRUPDWLRQDQGEXVLQHVVVHUYLFHVIRUDXWKRUL]HGGLVWULEXWRUVLQWKH,QGXVWULDO

VHJPHQW


	7KHVDOHRIRXUSURGXFWVLVVXSSRUWHGE\DZHOOWUDLQHGDQGH[SHULHQFHGFXVWRPHUVHUYLFHRUJDQL]DWLRQZKLFKSURYLGHV

FXVWRPHUVZLWKLQVWDQWDFFHVVWRNH\LQIRUPDWLRQUHJDUGLQJWKHLUSXUFKDVHV:HDOVRSURYLGHFXVWRPHUVZLWKXSGDWHGLQIRUPDWLRQ

WKURXJKRXUZHEVLWHDQGZHKDYHGHYHORSHGRQOLQHLQWHJUDWLRQZLWKVSHFLILFFXVWRPHUVHQDEOLQJPRUHHIILFLHQWRUGHULQJDQG

WLPHO\RUGHUIXOILOOPHQWIRUWKRVHFXVWRPHUV


 :HVWRUHSURGXFWLQYHQWRU\LQZDUHKRXVHVORFDWHGLQWKH0LGZHVW6RXWKZHVWDQGRQWKH(DVWDQG:HVWFRDVWVRIWKH86 DVZHOODVLQ$XVWUDOLD&DQDGD(QJODQG)UDQFH,QGLD0H[LFRWKH3HRSOH¶V5HSXEOLFRI&KLQDDQG6ZLW]HUODQG7KHLQYHQWRU\ LVORFDWHGLQWKHVHORFDWLRQVEDVHGRQDQDO\VLVRIFXVWRPHUGHPDQGWRSURYLGHVXSHULRUVHUYLFHDQGSURGXFWDYDLODELOLW\

&RPSHWLWLRQ


 2XUSULQFLSDOFRPSHWLWRUVLQFOXGH6.)1HZ+DPSVKLUH%DOO%HDULQJV5HJDO5H[QRUG125'DQG7LPNHQDOWKRXJK ZHFRPSHWHZLWKGLIIHUHQWFRPSDQLHVIRUHDFKRIRXUSURGXFWOLQHV:HEHOLHYHWKDWIRUWKHPDMRULW\RIRXUSURGXFWVWKHSULQFLSDO

FRPSHWLWLYHIDFWRUVDIIHFWLQJRXUEXVLQHVVDUHSURGXFWTXDOLILFDWLRQVSURGXFWOLQHEUHDGWKVHUYLFHTXDOLW\DQGSULFH$OWKRXJK VRPHRIRXUFXUUHQWDQGSRWHQWLDOFRPSHWLWRUVPD\KDYHJUHDWHUILQDQFLDOPDUNHWLQJSHUVRQQHODQGRWKHUUHVRXUFHVWKDQXVZH EHOLHYHWKDWZHDUHZHOOSRVLWLRQHGWRFRPSHWHZLWKUHJDUGWRHDFKRIWKHVHIDFWRUVLQHDFKRIWKHPDUNHWVLQZKLFKZHRSHUDWH 







	
	

	
	

	
	3URGXFW /LQH %UHDGWK  2XU SURGXFWV HQFRPSDVV D EURDG UDQJH RI GHVLJQV ZKLFK RIWHQ FUHDWH D FULWLFDO PDVV RI

	FRPSOHPHQWDU\ EHDULQJV HVVHQWLDO V\VWHPV DQG HQJLQHHUHG FRPSRQHQWV IRU RXU PDUNHWV 7KLV SRVLWLRQ SURYLGHV PDQ\ RI RXU

	LQGXVWULDODQGDHURVSDFHFXVWRPHUVZLWKDVLQJOHPDQXIDFWXUHUWRSURYLGHWKHHQJLQHHULQJVHUYLFHDQGSURGXFWEUHDGWKQHHGHGWR

	DFKLHYHDVHULHVRI2(0GHVLJQREMHFWLYHVDQGRUDIWHUPDUNHWUHTXLUHPHQWV7KLVHQKDQFHVRXUYDOXHWRWKH2(0FRQVLGHUDEO\

	ZKLOHVWUHQJWKHQLQJRXURYHUDOOPDUNHWSRVLWLRQ

	
	

	
	6HUYLFH  3URGXFW GHVLJQ SHUIRUPDQFH UHOLDELOLW\ DYDLODELOLW\ TXDOLW\ DQG WHFKQLFDO DQG DGPLQLVWUDWLYH VXSSRUW DUH


HOHPHQWVWKDWGHILQHWKHVHUYLFHVWDQGDUGIRUWKLVEXVLQHVV2XUFXVWRPHUVDUHVRSKLVWLFDWHGDQGGHPDQGLQJDVRXUSURGXFWVDUH

IXQGDPHQWDODQGHQDEOLQJFRPSRQHQWVWRWKHPDQXIDFWXULQJRURSHUDWLRQRIWKHLUPDFKLQHU\:HPDLQWDLQLQYHQWRU\OHYHOVRIRXU

PRVW SRSXODU LWHPV IRU LPPHGLDWH VDOH DQG VHUYLFH 2XU FXVWRPHUV KDYH KLJK H[SHFWDWLRQV UHJDUGLQJ SURGXFW DYDLODELOLW\ DQG

TXDOLW\DQGWKHSULPDU\HPSKDVLVRIRXUVHUYLFHHIIRUWVLVWRSURYLGHWKHZLGHVWSRVVLEOHUDQJHRIDYDLODEOHSURGXFWVGHOLYHUHGRQ

DWLPHO\EDVLV

	3ULFH  :H EHOLHYH RXU SURGXFWV DUH SULFHG FRPSHWLWLYHO\ LQ WKH PDUNHWV ZH VHUYH DQG ZH FRQWLQXDOO\ HYDOXDWH RXU

PDQXIDFWXULQJDQGRWKHURSHUDWLRQVWRPD[LPL]HHIILFLHQFLHVLQRUGHUWRPDLQWDLQFRPSHWLWLYHSULFHVZKLOHPD[LPL]LQJRXUSURILW

PDUJLQV:HLQYHVWFRQVLGHUDEOHHIIRUWWRGHYHORSRXUSULFHWRYDOXHDOJRULWKPVDQGZHSULFHWRPDUNHWOHYHOVZKHUHUHTXLUHGE\

FRPSHWLWLYHSUHVVXUHV

6XSSOLHUVDQG5DZ0DWHULDOV

	:HREWDLQUDZPDWHULDOVFRPSRQHQWSDUWVDQGVXSSOLHVIURPDYDULHW\RIVRXUFHVDQGJHQHUDOO\IURPPRUHWKDQRQH

VXSSOLHU2XUSULQFLSDOUDZPDWHULDOVDUHVWHHODQGFDVWLURQ2XUVXSSOLHUVDQGVRXUFHVRIUDZPDWHULDOVDUHEDVHGLQWKH86

(XURSH DQG $VLD :H SXUFKDVH VWHHO DW PDUNHW SULFHV ZKLFK IOXFWXDWH DV D UHVXOW RI VXSSO\ DQG GHPDQG GULYHQ E\ HFRQRPLF

FRQGLWLRQV LQ WKH PDUNHWSODFH DQG ZH FXUUHQWO\ SD\ LPSRUW WDULIIV RQ RXU UDZ PDWHULDOV VRXUFHG RXWVLGH WKH 86 )RU IXUWKHU

GLVFXVVLRQRIWKHSRVVLEOHHIIHFWVRILPSRUWWDULIIVDQGFKDQJHVLQWKHFRVWRIUDZPDWHULDOVRQRXUEXVLQHVVVHH3DUW,,WHP$

³5LVN)DFWRUV´RIWKLV$QQXDO5HSRUWRQ)RUP.

%DFNORJ


 2XUEDFNORJDVRI0DUFKZDVFRPSDUHGWRDVRI0DUFK0DQ\RIRXURUGHUVDUHIXOILOOHG LPPHGLDWHO\DIWHUWKHRUGHUKDVEHHQSODFHGE\WKHFXVWRPHUDQGZRXOGQRWEHVHHQLQRXUEDFNORJDWWKHHQGRIDUHSRUWLQJSHULRG 2UGHUVLQFOXGHGLQRXUEDFNORJDUHVXEMHFWWRFDQFHOODWLRQGHOD\RUPRGLILFDWLRQVE\RXUFXVWRPHUVSULRUWRIXOILOOPHQW:HVHOO PDQ\RIRXUSURGXFWVSXUVXDQWWRFRQWUDFWXDODJUHHPHQWVVLQJOHVRXUFHUHODWLRQVKLSVRUORQJWHUPSXUFKDVHRUGHUVHDFKRIZKLFK

PD\SHUPLWHDUO\WHUPLQDWLRQE\WKHFXVWRPHU+RZHYHUZHEHOLHYHWKDWWKHXQLTXHQDWXUHRIPDQ\RIRXUSURGXFWVSUHYHQWVRWKHU

VXSSOLHUVIURPEHLQJDEOHWRVDWLVI\FXVWRPHURUGHUVRQDWLPHO\RUFRVWHIIHFWLYHEDVLVWKHUHE\PDNLQJLWLPSUDFWLFDEOHIRURXU

FXVWRPHUVWRVKLIWWKHLUSXUFKDVHRIWKHVHSURGXFWVWRRWKHUVXSSOLHUV

+XPDQ&DSLWDO


5%&HPSOR\VSHRSOHZRUOGZLGH2IWKDWDUHHPSOR\HGDWRXU86IDFLOLWLHVDQGDUHHPSOR\HG DWRXULQWHUQDWLRQDOIDFLOLWLHVORFDWHGLQ$XVWUDOLD&DQDGD(QJODQG)UDQFH*HUPDQ\,QGLD0H[LFRWKH3HRSOH¶V5HSXEOLF RI &KLQD 3RODQG DQG 6ZLW]HUODQG 7KH PDMRULW\ RI RXU SHUVRQQHO DUH 5%& HPSOR\HHV UDWKHU WKDQ LQGHSHQGHQW FRQWUDFWRUV WHPSRUDULHVRUWKLUGSDUW\ODERUSURYLGHUSHUVRQQHO


2XUKXPDQFDSLWDOREMHFWLYHLVWRDWWUDFWDQGUHWDLQKLJKSHUIRUPLQJSHRSOHZKRFDQZRUNLQDFXOWXUHWKDWIRVWHUV LQQRYDWLRQDQGFRQWLQXRXVLPSURYHPHQW7RDFKLHYHWKDWREMHFWLYHZHPDLQWDLQDQDJJUHVVLYHWDOHQWUHFUXLWPHQWSURJUDPD IDLU DQG FRPSHWLWLYH FRPSHQVDWLRQ SURJUDP DQRQJRLQJ WUDLQLQJ DQGGHYHORSPHQW SURJUDP DQG DQ HWKLFDO DQG VDIHZRUN HQYLURQPHQW


7DOHQW5HFUXLWPHQW&ULWLFDOWRRXUVXFFHVVLVWKDWZHKDYHDGHHSDQGWDOHQWHGSRRORIHQJLQHHUVZKRRYHUVHHWKH SURGXFWLRQRIRXUFXUUHQWSURGXFWVWRWKHKLJKHVWVWDQGDUGVZRUNGLUHFWO\ZLWKFXVWRPHUVRQDSSOLFDWLRQVDQGGLUHFWWKHUHVHDUFK DQG GHYHORSPHQW IRU QHZ SURGXFWV 7R PDLQWDLQ WKDW WDOHQW SRRO ZH DFWLYHO\ UHFUXLW HQJLQHHUV IURP RYHU  FROOHJHV DQG XQLYHUVLWLHVDURXQGWKH86,QDGGLWLRQZHKDYHGHYHORSHGGHHSFROODERUDWLYHUHODWLRQVKLSVZLWKDVHOHFWJURXSRIVFKRROV

LQFOXGLQJLQWHUQVKLSDQGWUDLQHHSURJUDPVZLWKVHYHUDORIWKHVHVFKRROV 

&RPSHQVDWLRQ  :H RIIHU IDLU DQG FRPSHWLWLYH FRPSHQVDWLRQ WR RXU HPSOR\HHV 2XU HPSOR\HH EHQHILWV SDFNDJH LQFOXGHVPHGLFDOGHQWDODQGYLVLRQFRYHUDJHOLIHLQVXUDQFHVXSSOHPHQWDOGLVDELOLW\FRYHUDJHDQGNDQGVXSSOHPHQWDO HPSOR\HHUHWLUHPHQWSODQV,QDGGLWLRQSDUWLFLSDWLRQLQRXUORQJWHUPHTXLW\LQFHQWLYHSODQJRHVYHU\GHHSLQRXURUJDQL]DWLRQ





SURYLGLQJHPSOR\HHVZLWKHTXLW\FRPSHQVDWLRQDZDUGVWKDWWKH\PLJKWQRWUHFHLYHLIWKH\ZRUNHGIRURQHRIRXUFRPSHWLWRUV


7UDLQLQJ  $Q LPSRUWDQW SDUW RI DFKLHYLQJ RXU KXPDQ FDSLWDO REMHFWLYH LV RXU LQKRXVH WUDLQLQJ SURJUDPV ± 5%& 8QLYHUVLW\0DWHULDOV8QLYHUVLW\0HFKDQLFDO(QJLQHHULQJ7UDLQLQJDQGWKH&XVWRPHU$SSOLFDWLRQ3URGXFW7UDLQLQJ&$37 3URJUDP7KHVHSURJUDPVSURYLGHRXUHPSOR\HHVZLWKDXQLIRUPIRXQGDWLRQUHJDUGLQJKRZZHGREXVLQHVVH[SDQGWKHLUVXEMHFW PDWWHUH[SHUWLVHDQGGHYHORSWKHYDULRXVOHDGHUVKLSSRVLWLRQVDFURVVRXURUJDQL]DWLRQLQFOXGLQJSODQWPDQDJHPHQWDQGJHQHUDO

PDQDJHPHQW:HDOVRRIIHUDWXLWLRQUHLPEXUVHPHQWSURJUDPIRUPDQ\HPSOR\HHVZLVKLQJWRIXUWKHUWKHLUFODVVURRPHGXFDWLRQ

LQWKHLUFKRVHQILHOG


(WKLFV:HH[SHFWRXUSHUVRQQHOWRFRQGXFWWKHEXVLQHVVRI5%&LQDOHJDODQGHWKLFDOPDQQHU7RHQVXUHWKDWWKH\ GRWKDWRXUSHRSOHDUHUHTXLUHGWRFRPSO\DWDOOWLPHVZLWKRXUFRUSRUDWH&RGHRI&RQGXFWZKLFKDPRQJRWKHUWKLQJVUHTXLUHV WKHPWR

x GHDOIDLUO\ZLWKWKHLUFRZRUNHUVDQG5%&¶VFXVWRPHUVVXSSOLHUVDQGFRPSHWLWRUV x FRPSO\ZLWKDOODSSOLFDEOHODZV

x SURWHFW5%&¶VSURSULHWDU\LQIRUPDWLRQDQGRWKHUDVVHWVDQG x DYRLGFRQIOLFWVRILQWHUHVWZLWK5%&


:RUNSODFH6DIHW\6DIHW\LVRISDUDPRXQWLPSRUWDQFHWR5%&DQGVRZHJRWRJUHDWOHQJWKVLQVWULYLQJIRUD]HUR

LQFLGHQWZRUNSODFHWKDWLVFRQVLVWHQWZLWKRXUPDQGDWHWRSURGXFHWKHKLJKHVWTXDOLW\KLJKO\HQJLQHHUHGFRPSRQHQWVIRURXU

FXVWRPHUV2XUJHQHUDOPDQDJHUVDQGRSHUDWLRQVPDQDJHUVDUHFKDUJHGZLWKFUHDWLQJDQGPDLQWDLQLQJWKHKLJKHVWVWDQGDUGVRI

VDIHW\IRUHPSOR\HHVYLVLWRUVDQGWKHORFDOFRPPXQLW\WKURXJKWKHXVHRILQGXVWU\EHVWSUDFWLFHVDWWKHLUIDFLOLWLHV0RQWKO\

HDFKRIRXUIDFLOLWLHVUHSRUWVWRVHQLRUOHDGHUVKLSRQNH\VDIHW\PHWULFVDQGZHPDLQWDLQDSURDFWLYHDSSURDFKLQDVVHVVLQJDQG

PLWLJDWLQJULVNWKURXJKURRWFDXVHDQDO\VLVFRPPXQLFDWLRQWUDLQLQJDQGWHDPZRUN

,QWHOOHFWXDO3URSHUW\

	:HRZQ86DQGIRUHLJQSDWHQWVDQGWUDGHPDUNUHJLVWUDWLRQVDQG86FRS\ULJKWUHJLVWUDWLRQVDQGKDYH86WUDGHPDUN

DQGSDWHQWDSSOLFDWLRQVSHQGLQJ:HILOHSDWHQWDSSOLFDWLRQVDQGPDLQWDLQSDWHQWVWRSURWHFWFHUWDLQWHFKQRORJ\LQYHQWLRQVDQG

LPSURYHPHQWVWKDWDUHLPSRUWDQWWRWKHGHYHORSPHQWRIRXUEXVLQHVVDQGZHILOHWUDGHPDUNDSSOLFDWLRQVDQGPDLQWDLQWUDGHPDUN

UHJLVWUDWLRQVWRSURWHFWSURGXFWQDPHVWKDWKDYHDFKLHYHGEUDQGQDPHUHFRJQLWLRQDPRQJRXUFXVWRPHUV:HDOVRUHO\XSRQWUDGH

VHFUHWVNQRZKRZDQGFRQWLQXLQJWHFKQRORJLFDOLQQRYDWLRQWRGHYHORSDQGPDLQWDLQRXUFRPSHWLWLYHSRVLWLRQ0DQ\RIRXUEUDQGV

DUHZHOOUHFRJQL]HGE\RXUFXVWRPHUVDQGDUHFRQVLGHUHGYDOXDEOHDVVHWVRIRXUEXVLQHVV:HGRQRWEHOLHYHKRZHYHUWKDWDQ\

LQGLYLGXDOLWHPRILQWHOOHFWXDOSURSHUW\LVPDWHULDOWRRXUEXVLQHVV

5HJXODWLRQ

 3URGXFW$SSURYDOV(VVHQWLDOWRVHUYLFLQJWKHDHURVSDFHDQGGHIHQVHPDUNHWVLVWKHDELOLW\WRREWDLQSURGXFWDSSURYDOV :HKDYHDVXEVWDQWLDOQXPEHURISURGXFWDSSURYDOVLQWKHIRUPRI2(0DSSURYDOVRU3DUWV0DQXIDFWXUHU$SSURYDOVRU³30$V´ IURPWKH)$$:HDOVRKDYHDQXPEHURIDFWLYH30$DSSOLFDWLRQVLQSURFHVV7KHVHDSSURYDOVHQDEOHXVWRSURYLGHSURGXFWVXVHG LQYLUWXDOO\DOOGRPHVWLFDLUFUDIWSODWIRUPVSUHVHQWO\LQSURGXFWLRQRURSHUDWLRQ 

	:HDUHVXEMHFWWRYDULRXVRWKHUIHGHUDOODZVUHJXODWLRQVDQGVWDQGDUGV1HZODZVUHJXODWLRQVRUVWDQGDUGVRUFKDQJHV

WRH[LVWLQJODZVUHJXODWLRQVRUVWDQGDUGVFRXOGVXEMHFWXVWRVLJQLILFDQWDGGLWLRQDOFRVWVRIFRPSOLDQFHRUOLDELOLWLHVDQG FRXOG UHVXOWLQPDWHULDOUHGXFWLRQVWRRXUUHVXOWVRIRSHUDWLRQVFDVKIORZRUUHYHQXHV 
(QYLURQPHQWDO0DWWHUV











$YDLODEOH,QIRUPDWLRQ


:HILOHRXUDQQXDOTXDUWHUO\DQGFXUUHQWUHSRUWVSUR[\VWDWHPHQWVDQGRWKHUGRFXPHQWVZLWKWKH6HFXULWLHV([FKDQJH

&RPPLVVLRQ³6(&´XQGHUWKH6HFXULWLHV([FKDQJH$FWRI7KHSXEOLFPD\UHDGDQGFRS\DQ\PDWHULDOVILOHGZLWKWKH

6(&DWWKH6(&¶V2IILFHRI,QYHVWRU(GXFDWLRQDQG$GYRFDF\DW)6WUHHW1(:DVKLQJWRQ'&7KHSXEOLFPD\
REWDLQLQIRUPDWLRQRQWKHRSHUDWLRQRIWKH2IILFHRI,QYHVWRU(GXFDWLRQDQG$GYRFDF\E\FDOOLQJWKH6(&DW±±6(&±

$OVRWKH6(&PDLQWDLQVDQ,QWHUQHWZHEVLWHWKDWFRQWDLQVUHSRUWVSUR[\DQGLQIRUPDWLRQVWDWHPHQWVDQGRWKHULQIRUPDWLRQ

UHJDUGLQJ LVVXHUV WKDW ILOH HOHFWURQLFDOO\ ZLWK WKH 6(& 7KH SXEOLF FDQ REWDLQ DQ\ GRFXPHQWV WKDW DUH ILOHG E\ XV DW

KWWSZZZVHFJRY


,QDGGLWLRQWKLV$QQXDO5HSRUWRQ)RUP.DQGRXURWKHUSHULRGLFILOLQJVZLWKWKH6(&LQFOXGLQJRXU TXDUWHUO\ UHSRUWV RQ )RUP 4 DQG FXUUHQW UHSRUWV RQ )RUP . DQ\ DPHQGPHQWV WR DQ\ RI WKH IRUHJRLQJ DQG RXU JRYHUQDQFH GRFXPHQWV DUH PDGH DYDLODEOH IUHH RI FKDUJH RQ RXU ZHEVLWH KWWSVLQYHVWRUUEFEHDULQJVFRP DV VRRQ DV UHDVRQDEO\ SUDFWLFDEOHDIWHUWKH\DUHHOHFWURQLFDOO\ILOHGZLWKRUIXUQLVKHGWRWKH6(&&RSLHVRIWKHDERYHUHSRUWVDQGGRFXPHQWVZLOODOVR EHSURYLGHGIUHHRIFKDUJHXSRQZULWWHQUHTXHVWWRXV

,7(0$5,6.)$&7256

&DXWLRQDU\6WDWHPHQWDVWR)RUZDUG/RRNLQJ,QIRUPDWLRQ

7KLVUHSRUWLQFOXGHV³IRUZDUGORRNLQJVWDWHPHQWV´ZLWKLQWKHPHDQLQJRIWKHVDIHKDUERUSURYLVLRQVRIWKH863ULYDWH 6HFXULWLHV/LWLJDWLRQ5HIRUP$FWRI$OOVWDWHPHQWVRWKHUWKDQVWDWHPHQWVRIKLVWRULFDOIDFWDUH³IRUZDUGORRNLQJVWDWHPHQWV´³PD\´³FRXOG´³HVWLPDWH´³LQWHQG´³SODQ´³FRQWLQXH´ ³EHOLHYH´³H[SHFW´³DQWLFLSDWH´RURWKHUFRPSDUDEOHWHUPLQRORJ\RUWKHQHJDWLYHRIVXFKWHUPV 


IRUZDUGORRNLQJVWDWHPHQWVLQFOXGHDPRQJRWKHUVWKHIROORZLQJ


x	7KH&RPSDQ\¶VIDLOXUHWRPDLQWDLQHIIHFWLYHGLVFORVXUHFRQWUROVDQGSURFHGXUHVDQGLQWHUQDOFRQWURORYHUILQDQFLDO UHSRUWLQJ

x &RPSHWLWLRQLQWKHEHDULQJVHQJLQHHUHGFRPSRQHQWVDQGHVVHQWLDOV\VWHPVLQGXVWULHV x :HDNQHVVHVRUF\FOLFDOLW\LQDQ\RIWKHLQGXVWULHVLQZKLFKRXUFXVWRPHUVRSHUDWH

x	)XWXUH UHGXFWLRQV LQ 86 JRYHUQPHQWDO VSHQGLQJ RU FKDQJHV LQ JRYHUQPHQWDO SURJUDPV SDUWLFXODUO\ PLOLWDU\

HTXLSPHQWSURFXUHPHQWSURJUDPV

x	7KHORVVRIRQHRUPRUHRIRXUVLJQLILFDQWFXVWRPHUVRUFRQGLWLRQVWKDWDGYHUVHO\DIIHFWWKHEXVLQHVVRIDQ\RIRXU

VLJQLILFDQWFXVWRPHUV

x	2XUDELOLW\WRREWDLQDQGUHWDLQSURGXFWDSSURYDOV

x	6XSSO\DQGFRVWVRIUDZPDWHULDOVSDUWLFXODUO\VWHHODQGHQHUJ\UHVRXUFHVWKHLPSRVLWLRQRULQFUHDVHRILPSRUW WDULIIVDQGRXUDELOLW\WRSDVVWKURXJKWKHVHFRVWVRQDWLPHO\EDVLV

x 2XUDELOLW\WRDFTXLUHDQGLQWHJUDWHFRPSOHPHQWDU\EXVLQHVVHV x 8QDQWLFLSDWHGOLDELOLWLHVRIDFTXLUHGEXVLQHVVHV

x	8QH[SHFWHGHTXLSPHQWIDLOXUHVRUFDWDVWURSKLFHYHQWV

x 2XUDELOLW\WRDWWUDFWDQGUHWDLQRXUPDQDJHPHQWWHDPDQGRWKHUKLJKO\VNLOOHGSHUVRQQHO x :RUNVWRSSDJHVDQGRWKHUODERUSUREOHPVDIIHFWLQJXVRURXUFXVWRPHUVRUVXSSOLHUV

x	&KDQJHVLQWUDGHDJUHHPHQWVRUWUHDWLHVDQGWKHLPSRVLWLRQRULQFUHDVHRIWDULIIVRQRXUJRRGVH[SRUWHGWRRWKHU FRXQWULHV






x 5HJXODWRU\FKDQJHVRUGHYHORSPHQWVLQWKH86RULQIRUHLJQFRXQWULHVZKHUHZHSURGXFHRUVHOOSURGXFWV x 'HYHORSPHQWVRUGLVSXWHVFRQFHUQLQJSDWHQWVRURWKHUSURSULHWDU\ULJKWV

x 5LVNVDVVRFLDWHGZLWKXWLOL]LQJLQIRUPDWLRQWHFKQRORJ\V\VWHPVLQFOXGLQJF\EHUHYHQWV x 5LVNVDVVRFLDWHGZLWKRSHUDWLQJLQWHUQDWLRQDOO\LQFOXGLQJFXUUHQF\WUDQVODWLRQULVNV x ,QYHVWRUV¶SHUFHSWLRQVRIXVDQGRXULQGXVWU\ x 7KHFDQFHOODWLRQRIRUGHUVLQRXUEDFNORJ

x	3RVVLEOHOLDELOLW\DQGUHFDOOVZLWKUHVSHFWWRRXUSURGXFWV

x	5LVNVDVVRFLDWHGZLWKWKHVXEVWDQWLDODPRXQWRIJRRGZLOOWKDWZHKDYH

x	5LVNVDVVRFLDWHGZLWKWKHVXEVWDQWLDODPRXQWRIGHEWZHLQFXUUHGWRILQDQFHWKH'RGJHDFTXLVLWLRQDQG

x	2WKHUULVNVDQGXQFHUWDLQWLHVLQFOXGLQJEXWQRWOLPLWHGWRWKRVHGHVFULEHGIURPWLPHWRWLPHLQRXUFXUUHQWDQG TXDUWHUO\UHSRUWVILOHGZLWKWKH6(&


7KHVHDQGDGGLWLRQDOIDFWRUVWKDWFRXOGFDXVHDFWXDOUHVXOWVWRGLIIHUPDWHULDOO\IURPRXUIRUZDUGORRNLQJVWDWHPHQWVDUH VHWIRUWKLQWKLV$QQXDO5HSRUWRQ)RUP.XQGHU3DUW,,WHP³%XVLQHVV´3DUW,,WHP$³5LVN)DFWRUV´3DUW,,,WHP ³0DQDJHPHQW¶V 'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV RI 2SHUDWLRQV´ DQG 3DUW ,, ,WHP  ³)LQDQFLDO 6WDWHPHQWVDQG6XSSOHPHQWDU\'DWD´$OOIRUZDUGORRNLQJVWDWHPHQWVFRQWDLQHGLQWKLVUHSRUWDQGDQ\VXEVHTXHQWO\ILOHGUHSRUWV DUHH[SUHVVO\TXDOLILHGLQWKHLUHQWLUHW\E\WKHVHFDXWLRQDU\VWDWHPHQWV


:HKDYHQRGXW\WRXSGDWHDQ\IRUZDUGORRNLQJVWDWHPHQWVDIWHUWKHGDWHRIWKLVUHSRUWWRFRQIRUPVXFKVWDWHPHQWVWR

DFWXDOUHVXOWVRUWRFKDQJHVLQRXUH[SHFWDWLRQV<RXDUHDGYLVHGKRZHYHUWRUHYLHZDQ\GLVFORVXUHVZHPDNHRQUHODWHGVXEMHFWV

LQRXUIXWXUHSHULRGLFILOLQJVZLWKWKH6(&

5LVN)DFWRUV5HODWLQJWR2XU&RPSDQ\

2XUEXVLQHVVRSHUDWLQJUHVXOWVFDVKIORZVRUILQDQFLDOFRQGLWLRQFRXOGEHPDWHULDOO\DGYHUVHO\DIIHFWHGE\DQ\RIWKH

IROORZLQJULVNV7KHWUDGLQJSULFHRIRXUFRPPRQVWRFNFRXOGGHFOLQHGXHWRDQ\RIWKHVHULVNVDQG\RXFRXOGORVHDOORUSDUWRI

\RXULQYHVWPHQW<RXVKRXOGFDUHIXOO\FRQVLGHUWKHVHULVNVEHIRUHLQYHVWLQJLQVKDUHVRIRXUFRPPRQVWRFN


7KH&RPSDQ\¶VIDLOXUHWRPDLQWDLQHIIHFWLYHGLVFORVXUHFRQWUROVDQGSURFHGXUHVDQGLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ

FRXOGUHVXOWLQPDWHULDOPLVVWDWHPHQWVLQRXUILQDQFLDOVWDWHPHQWVDQGDIDLOXUHWRPHHWRXUUHSRUWLQJDQGILQDQFLDOREOLJDWLRQV

HDFKRIZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VILQDQFLDOFRQGLWLRQDQGWKHWUDGLQJSULFHRIRXUFRPPRQ

VWRFN


	$ PDWHULDO ZHDNQHVV LQ D FRPSDQ\¶V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D GHILFLHQF\ RU D FRPELQDWLRQ RI

GHILFLHQFLHVLQLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJVXFKWKDWWKHUHLVDUHDVRQDEOHSRVVLELOLW\WKDWDPDWHULDOPLVVWDWHPHQWRI WKDWFRPSDQ\¶VDQQXDORULQWHULPILQDQFLDOVWDWHPHQWVZLOOQRWEHSUHYHQWHGRUGHWHFWHGRQDWLPHO\EDVLV 
	'XULQJWKHILUVWTXDUWHURIILVFDO\HDUWKH&RPSDQ\¶VPDQDJHPHQWLGHQWLILHGDPDWHULDOZHDNQHVVLQLQWHUQDOFRQWURO



	,IWKH&RPSDQ\LVXQDEOHWRPDLQWDLQHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQWKHIXWXUHRXUDELOLW\WRUHFRUG

SURFHVVDQGUHSRUWILQDQFLDOLQIRUPDWLRQWLPHO\DQGDFFXUDWHO\FRXOGEHDGYHUVHO\DIIHFWHGZKLFKFRXOGVXEMHFWWKH&RPSDQ\WR

OLWLJDWLRQ RU LQYHVWLJDWLRQV UHTXLUH PDQDJHPHQW UHVRXUFHV LQFUHDVH FRVWV QHJDWLYHO\ DIIHFW LQYHVWRU FRQILGHQFH DQG DGYHUVHO\

LPSDFWRXUVWRFNSULFH


7KHEHDULQJVHQJLQHHUHGFRPSRQHQWVDQGHVVHQWLDOV\VWHPVLQGXVWULHVDUHKLJKO\FRPSHWLWLYHDQGFRPSHWLWLRQFRXOGUHGXFH

RXUSURILWDELOLW\RUOLPLWRXUDELOLW\WRJURZ

7KHJOREDOEHDULQJVHQJLQHHUHGFRPSRQHQWVDQGHVVHQWLDOV\VWHPVLQGXVWULHVDUHKLJKO\FRPSHWLWLYHDQGZHFRPSHWH

ZLWKPDQ\86DQGQRQ86FRPSDQLHVVRPHRIZKLFKEHQHILWIURPORZHUODERUFRVWVDQGIHZHUUHJXODWRU\EXUGHQVWKDQXV:H

FRPSHWHSULPDULO\EDVHGRQSURGXFWTXDOLILFDWLRQVSURGXFWOLQHEUHDGWKVHUYLFHDQGSULFH&HUWDLQFRPSHWLWRUVPD\EHEHWWHUDEOH





WR PDQDJH FRVWV WKDQ XV RU PD\ KDYH JUHDWHU ILQDQFLDO UHVRXUFHV WKDQ ZH KDYH 'XH WR WKH FRPSHWLWLYHQHVV LQ WKH EHDULQJV

HQJLQHHUHGFRPSRQHQWVDQGHVVHQWLDOV\VWHPVLQGXVWULHVZHPD\QRWEHDEOHWRLQFUHDVHSULFHVIRURXUSURGXFWVWRFRYHULQFUHDVHV

LQRXUFRVWVDQGZHPD\IDFHSUHVVXUHWRUHGXFHSULFHVZKLFKFRXOGPDWHULDOO\UHGXFHRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\

&RPSHWLWLYHIDFWRUVLQFOXGLQJFKDQJHVLQPDUNHWSHQHWUDWLRQLQFUHDVHGSULFHFRPSHWLWLRQDQGWKHLQWURGXFWLRQRIQHZSURGXFWV

DQGWHFKQRORJ\E\H[LVWLQJDQGQHZFRPSHWLWRUVFRXOGUHVXOWLQDPDWHULDOUHGXFWLRQLQRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\


7KHORVVRIDPDMRUFXVWRPHURUDPDWHULDODGYHUVHFKDQJHLQDPDMRUFXVWRPHU¶VEXVLQHVVFRXOGUHVXOWLQDPDWHULDOUHGXFWLRQ

LQRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\


2XUWRSWHQFXVWRPHUVFROOHFWLYHO\DFFRXQWHGIRUDSSUR[LPDWHO\DQGRIRXUQHWVDOHVGXULQJILVFDO DQGUHVSHFWLYHO\$FFRUGLQJO\WKHORVVRIRQHRUPRUHRIWKRVHFXVWRPHUVRUDVXEVWDQWLDOGHFUHDVHLQWKRVHFXVWRPHUV SXUFKDVHVIURPXVFRXOGUHVXOWLQDPDWHULDOUHGXFWLRQLQRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\,IRQHRIRXUPDMRUFXVWRPHUV ZHUHWRH[SHULHQFHDQDGYHUVHFKDQJHLQLWVEXVLQHVVWKDWFXVWRPHUFRXOGUHGXFHLWVSXUFKDVHVIURPXV 

7KHFRQVROLGDWLRQDQGFRPELQDWLRQRIPDQXIDFWXUHUVFRXOGHOLPLQDWHFXVWRPHUVDQGRUSXWGRZQZDUGSULFLQJSUHVVXUHV

RQVDOHVRIFRPSRQHQWSDUWV,QDGGLWLRQLIRQHRIRXUFXVWRPHUVLVDFTXLUHGRUPHUJHGZLWKDQRWKHUHQWLW\WKHQHZHQWLW\PD\

GLVFRQWLQXHXVLQJXVDVDVXSSOLHUEHFDXVHRIDQH[LVWLQJEXVLQHVVUHODWLRQVKLSEHWZHHQRQHRIRXUFRPSHWLWRUVDQGWKHDFTXLULQJ

FRPSDQ\RUEHFDXVHLWPD\EHPRUHHIILFLHQWWRFRQVROLGDWHFHUWDLQVXSSOLHUVZLWKLQWKHQHZO\IRUPHGHQWHUSULVH7KHVLJQLILFDQFH

RIWKHLPSDFWWKDWVXFKFRQVROLGDWLRQVFRXOGKDYHRQRXUEXVLQHVVLVGLIILFXOWWRSUHGLFWEHFDXVHZHGRQRWNQRZZKHQRULIRQHRU

PRUHRIRXUFXVWRPHUVZLOOHQJDJHLQPHUJHURUDFTXLVLWLRQDFWLYLW\+RZHYHULIVXFKDFWLYLW\LQYROYHGRXUPDWHULDOFXVWRPHUVLW

FRXOGPDWHULDOO\LPSDFWRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\


:HDNQHVVLQDQ\RIWKHLQGXVWULHVLQZKLFKRXUFXVWRPHUVRSHUDWHDVZHOODVWKHF\FOLFDOQDWXUHRIRXUFXVWRPHUVEXVLQHVVHV

JHQHUDOO\FRXOGPDWHULDOO\UHGXFHRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\

7KHPLQLQJDQGFRQVWUXFWLRQHTXLSPHQWDQGRWKHUGLYHUVLILHGLQGXVWULDOLQGXVWULHVWRZKLFKZHVHOORXUSURGXFWVDUHWR

YDU\LQJGHJUHHVF\FOLFDODQGWHQGWRGHFOLQHLQUHVSRQVHWRRYHUDOOGHFOLQHVLQLQGXVWULDOSURGXFWLRQ0DUJLQVLQWKRVHLQGXVWULHV

DUHKLJKO\VHQVLWLYHWRGHPDQGF\FOHVDQGRXUFXVWRPHUVRURXUFXVWRPHUV¶FXVWRPHUVLQWKRVHLQGXVWULHVKLVWRULFDOO\KDYHWHQGHG WRGHOD\ODUJHFDSLWDOSXUFKDVHVDQGSURMHFWVLQFOXGLQJH[SHQVLYHPDLQWHQDQFHDQGXSJUDGHVGXULQJHFRQRPLFGRZQWXUQV$VD UHVXOWRXUEXVLQHVVLVDOVRF\FOLFDODQGWKHGHPDQGIRURXUSURGXFWVE\WKHVHFXVWRPHUVGHSHQGVLQSDUWRQRYHUDOOOHYHOVRI

LQGXVWULDO SURGXFWLRQ JHQHUDOHFRQRPLF FRQGLWLRQV DQG EXVLQHVV FRQILGHQFH OHYHOV 0DQ\ RI RXU FXVWRPHUV KDYH KLVWRULFDOO\ H[SHULHQFHGSHULRGLFGRZQWXUQVZKLFKRIWHQKDYHKDGDQHJDWLYHHIIHFWRQGHPDQGIRURXUSURGXFWV)XWXUHGRZQZDUGHFRQRPLF F\FOHV RU FXVWRPHU GRZQWXUQV FRXOG UHGXFH VDOHV RI RXU SURGXFWV UHVXOWLQJ LQ UHGXFWLRQV LQ RXU UHYHQXHV FDVK IORZV DQG SURILWDELOLW\


)XWXUHUHGXFWLRQVRUFKDQJHVLQ86JRYHUQPHQWVSHQGLQJFRXOGQHJDWLYHO\DIIHFWRXUEXVLQHVV


,QILVFDODSSUR[LPDWHO\RIRXUQHWVDOHVZHUHPDGHGLUHFWO\DQGZHHVWLPDWHWKDWDSSUR[LPDWHO\DQDGGLWLRQDO

RIRXUQHWVDOHVZHUHPDGHLQGLUHFWO\WRWKH86JRYHUQPHQWWRVXSSRUWPLOLWDU\RURWKHUJRYHUQPHQWSURMHFWV2XUIDLOXUHRU

WKHIDLOXUHRIRXUFXVWRPHUVWKDWDUHSULPHFRQWUDFWRUVWRWKHJRYHUQPHQWWRREWDLQQHZJRYHUQPHQWFRQWUDFWVWKHFDQFHOODWLRQRI

JRYHUQPHQWFRQWUDFWVUHODWLQJWRRXUSURGXFWVRUUHGXFWLRQVLQIHGHUDOEXGJHWDSSURSULDWLRQVIRUSURJUDPVLQZKLFKRXUSURGXFWV DUHXVHGFRXOGPDWHULDOO\UHGXFHRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\$UHGXFWLRQLQIHGHUDOEXGJHWDSSURSULDWLRQVUHODWLQJ WRRXUSURGXFWVFRXOGUHVXOWIURPDVKLIWLQJRYHUQPHQWGHIHQVHVSHQGLQJWRRWKHUSURJUDPVLQZKLFKZHDUHQRWLQYROYHGRUD UHGXFWLRQLQ86JRYHUQPHQWGHIHQVHVSHQGLQJJHQHUDOO\GXHWREXGJHWUHGXFWLRQLQLWLDWLYHVRUDVKLIWLQJRYHUQPHQWVSHQGLQJ SULRULWLHV


)OXFWXDWLQJVXSSO\DQGFRVWVRIVXEFRPSRQHQWVUDZPDWHULDOVDQGHQHUJ\UHVRXUFHVFRXOGPDWHULDOO\UHGXFHRXUUHYHQXHV

FDVKIORZVDQGSURILWDELOLW\


2XUEXVLQHVVLVGHSHQGHQWRQWKHDYDLODELOLW\DQGFRVWVRIVXEFRPSRQHQWVUDZPDWHULDOVSDUWLFXODUO\VWHHOJHQHUDOO\LQ

WKHIRUPRIVWDLQOHVVDQGFKURPHVWHHOZKLFKDUHFRPPRGLW\VWHHOSURGXFWVDQGHQHUJ\UHVRXUFHV7KHDYDLODELOLW\DQGSULFHVRI

VXEFRPSRQHQWVUDZPDWHULDOVDQGHQHUJ\UHVRXUFHVPD\EHVXEMHFWWRFKDQJHGXHWRDPRQJRWKHUWKLQJVQHZODZVRUUHJXODWLRQV HFRQRPLFLQIODWLRQVXSSOLHUV¶DOORFDWLRQVWRRWKHUSXUFKDVHUVLQWHUUXSWLRQVLQSURGXFWLRQRUGHOLYHULHVE\VXSSOLHUVDQGFKDQJHV LQ H[FKDQJH UDWHV DQG VXSSOLHU FRVWV DQG SURILW H[SHFWDWLRQV $OWKRXJK ZH FXUUHQWO\ PDLQWDLQ DOWHUQDWLYH VXSSO\ VRXUFHV RXU EXVLQHVVLVVXEMHFWWRWKHULVNRISULFHIOXFWXDWLRQVDQGSHULRGLFGHOD\VLQWKHGHOLYHU\RIFHUWDLQVXEFRPSRQHQWVRUUDZPDWHULDOV

'LVUXSWLRQVLQWKHVXSSO\RIVXEFRPSRQHQWVUDZPDWHULDOVRUHQHUJ\UHVRXUFHVFRXOGWHPSRUDULO\LPSDLURXUDELOLW\WRPDQXIDFWXUH

RXUSURGXFWVIRURXUFXVWRPHUVRUUHTXLUHXVWRSD\KLJKHUSULFHVLQRUGHUWRREWDLQWKHVHLWHPVIURPRWKHUVRXUFHVZKLFKFRXOG

WKHUHE\DIIHFWRXUQHWVDOHVDQGSURILWDELOLW\






:KHUHRXUFXVWRPHUFRQWUDFWVSHUPLWXVWRGRVRZHVHHNWRSDVVWKURXJKDVLJQLILFDQWSRUWLRQRIRXUDGGLWLRQDOFRVWVWR

RXUFXVWRPHUVWKURXJKVWHHOVXUFKDUJHVRUSULFHLQFUHDVHV+RZHYHUPDQ\RIRXUFRQWUDFWVDUHIL[HGSULFHFRQWUDFWVXQGHUZKLFK

ZHDUHQRWDEOHWRSDVVWKHVHDGGLWLRQDOFRVWVRQWRRXUFXVWRPHUV(YHQZKHUHZHDUHDEOHWRSDVVWKHVHVWHHOVXUFKDUJHVRUSULFH

LQFUHDVHVWRRXUFXVWRPHUVWKHUHPD\EHDODJRIVHYHUDOPRQWKVEHWZHHQWKHWLPHZHH[SHULHQFHDFRVWLQFUHDVHDQGWKHWLPHZH DUHDEOHWRLPSOHPHQWVXUFKDUJHVRUSULFHLQFUHDVHVSDUWLFXODUO\IRURUGHUVDOUHDG\LQRXUEDFNORJ&RPSHWLWLYHSUHVVXUHVDQGWKH WHUPVRIFHUWDLQRIRXUORQJWHUPFRQWUDFWVPD\UHTXLUHXVWRDEVRUEDWOHDVWSDUWRIWKHVHFRVWLQFUHDVHV$VDUHVXOWRXUJURVV

PDUJLQSHUFHQWDJHFRXOGGHFOLQH:HFDQQRWSURYLGHDVVXUDQFHVWKDWZHZLOOEHDEOHWRFRQWLQXHWRSDVVWKHVHDGGLWLRQDOFRVWVRQ WRRXUFXVWRPHUVDWDOORURQDWLPHO\EDVLVRUWKDWRXUFXVWRPHUVZLOOQRWVHHNDOWHUQDWLYHVRXUFHVRIVXSSO\LIWKHUHDUHVLJQLILFDQW RUSURORQJHGLQFUHDVHVLQWKHSULFHRIVXEFRPSRQHQWVRURWKHUUDZPDWHULDOVRUHQHUJ\UHVRXUFHV 

&KDQJHVWRDQGXQFHUWDLQW\ LQ86DQGLQWHUQDWLRQDO WUDGHSROLF\ LQFOXGLQJLPSRUW WDULIIVLPSRVHGE\ WKH86DQG RWKHU FRXQWULHVDQGWKHUHVXOWLQJFRQVHTXHQFHVFRXOGDGYHUVHO\DIIHFWRXUUHYHQXHDQGSURILWPDUJLQ 

 ,QHDUO\WKH8QLWHG6WDWHVLPSRVHGWDULIIVRQDYDVWUDQJHRILPSRUWHGJRRGVLQFOXGLQJVWHHODQGRWKHUUDZPDWHULDOV QHHGHGLQRXU86PDQXIDFWXULQJRSHUDWLRQVDVSDUWRIRQJRLQJWUDGHDFWLRQVDJDLQVWWKH3HRSOH¶V5HSXEOLFRI&KLQDDQGPRVW RWKHUIRUHLJQFRXQWULHV7KHFKDQJHVLQ86WUDGHSROLF\KDYHUHVXOWHGLQPXOWLSOHRWKHUFRXQWULHVLPSOHPHQWLQJUHWDOLDWRU\WDULIIV DQGRWKHUUHVSRQVLYHWUDGHSROLFLHVWKDWDSSO\WRRXU86PDQXIDFWXUHGSURGXFWVVROGLQWKHLUPDUNHWV7KHVLWXDWLRQLVYHU\IOXLG DWWKLVWLPHDQGVXEMHFWWRUDSLGFKDQJHDVWKH86LQFUHDVHVGHFUHDVHVVXVSHQGVRUUHLQVWDWHVWDULIIVDJDLQVWYDULRXVFRXQWULHV

DQGSURGXFWVDQGWKRVHFRXQWULHVUHVSRQG7KHWDULIIVDQGUHWDOLDWRU\WDULIIVDUHGULYLQJHVFDODWLQJJOREDOWUDGHFRQIOLFWVZKLFKKDYH OHGWRDQGPD\FRQWLQXHWROHDGWRLQIODWLRQDU\SUHVVXUHVDQGXQFHUWDLQW\ZKLFKFRXOGLPSDFWRXURSHUDWLRQV
	

	6SHFLILFDOO\86LPSRVHGWDULIIVLQFUHDVHRXUFRVWWRLPSRUWUDZPDWHULDOVDQGFRPSRQHQWSDUWVIURPIRUHLJQVRXUFHV

LQFOXGLQJRXUIRUHLJQRSHUDWLRQVZKLFKZLOOGHFUHDVHRXUSURILWDELOLW\WRWKHH[WHQWWKDWZHDUHXQDEOHWRSDVVWKHLQFUHDVHGFRVW RQWRRXUFXVWRPHUV$Q\LPSRUWWDULIIVLPSRVHGRQRXU86PDQXIDFWXUHGSURGXFWVE\RWKHUFRXQWULHVLQUHVSRQVHWR86WUDGH SROLFLHVZLOOFDXVHWKRVHSURGXFWVWREHPRUHH[SHQVLYHLQWKRVHFRXQWULHVZKLFKPD\UHGXFHRXUVDOHVLQWKRVHFRXQWULHVWKHUHE\ DGYHUVHO\DIIHFWLQJRXUUHYHQXHFDVKIORZDQGSURILWDELOLW\,QDGGLWLRQDQ\WDULIIGULYHQUHGXFWLRQLQVDOHVRIRXUFXVWRPHUV¶

SURGXFWV LQWR ZKLFK RXU SURGXFWV DUH LQWHJUDWHG ZLOO FRUUHVSRQGLQJO\ UHGXFH WKH GHPDQG IRU RXU SURGXFWV WKHUHE\ DGYHUVHO\ DIIHFWLQJRXUUHYHQXHSURILWDELOLW\DQGFDVKIORZ
	

	:KLOHZHKDYHQRWH[SHULHQFHGDPDWHULDOLPSDFWRQRXUEXVLQHVVWRGDWHQRDVVXUDQFHFDQEHJLYHQWKDWZLOOFRQWLQXH

WREHWKHFDVH:HDUHFRQWLQXLQJWRHYDOXDWHWKHWUDGHVLWXDWLRQDVLWHYROYHVDQGZHDUHDVVHVVLQJPLWLJDWLRQVWUDWHJLHVLQFOXGLQJ VXSSO\FKDLQDGMXVWPHQWVDQGSULFLQJDFWLRQV:HEHOLHYHWKHPDMRULW\RIRXULPSRUWVIURP0H[LFRDUHFRPSOLDQWZLWKWKH8QLWHG 6WDWHV0H[LFR&DQDGD$JUHHPHQW³860&$´DQGDUHFXUUHQWO\H[HPSWIURPWDULIIVXSRQLPSRUWLQJLQWRWKH8QLWHG6WDWHV7KH XOWLPDWHLPSDFWRIWDULIIVRQRXURSHUDWLRQVDQGILQDQFLDOUHVXOWVLVFXUUHQWO\XQFHUWDLQDQGZLOOGHSHQGRQWKHVFRSHGXUDWLRQDQG
SRWHQWLDOH[SDQVLRQRIWKHPHDVXUHVLPSOHPHQWHG

6RPH RI RXU SURGXFWV DQG RSHUDWLRQV DUH VXEMHFW WR FHUWDLQ DSSURYDOV DQG JRYHUQPHQW UHJXODWLRQV DQG WKH ORVV RI VXFK DSSURYDOVRURXUIDLOXUHWRFRPSO\ZLWKVXFKUHJXODWLRQVFRXOGPDWHULDOO\UHGXFHRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\

(VVHQWLDOWRVHUYLFLQJWKHDHURVSDFHPDUNHWLVWKHDELOLW\WRREWDLQSURGXFWDSSURYDOV:HKDYHDVXEVWDQWLDOQXPEHURI SURGXFWDSSURYDOVZKLFKHQDEOHXVWRSURYLGHSURGXFWVXVHGLQYLUWXDOO\DOOGRPHVWLFDLUFUDIWSODWIRUPVSUHVHQWO\LQSURGXFWLRQRU RSHUDWLRQ3URGXFWDSSURYDOVDUHW\SLFDOO\LVVXHGE\WKH)$$WRGHVLJQDWHG2(0VZKRDUH3URGXFWLRQ$SSURYDO+ROGHUVRI)$$ DSSURYHG DLUFUDIW 7KHVH 3URGXFWLRQ $SSURYDO +ROGHUV SURYLGH TXDOLW\ FRQWURO RYHUVLJKW DQG JHQHUDOO\ OLPLW WKH QXPEHU RI

VXSSOLHUVGLUHFWO\VHUYLFLQJWKHFRPPHUFLDODHURVSDFHPDUNHW5HJXODWLRQVHQDFWHGE\WKH)$$SURYLGHIRUDQLQGHSHQGHQWSURFHVV WKH30$SURFHVVWKDWHQDEOHVVXSSOLHUVZKRFXUUHQWO\VHOOWKHLUSURGXFWVWRWKH3URGXFWLRQ$SSURYDO+ROGHUVWRDOVRVHOOSURGXFWV WRWKHDIWHUPDUNHW2XUIRUHLJQVDOHVPD\EHVXEMHFWWRVLPLODUDSSURYDOVRU86H[SRUWFRQWUROUHVWULFWLRQV:HFDQQRWDVVXUH\RX

WKDWZHZLOOQRWORVHDSSURYDOVIRURXUDHURVSDFHSURGXFWVLQWKHIXWXUH7KHORVVRUVXVSHQVLRQRISURGXFWDSSURYDOVFRXOGUHVXOW LQORVWVDOHVDQGPDWHULDOO\UHGXFHRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\ 
7KH UHSDLU DQG RYHUKDXO RI DLUFUDIW SDUWV DQG DFFHVVRULHV WKURXJKRXW WKH ZRUOG LV KLJKO\ UHJXODWHG E\ JRYHUQPHQW

DJHQFLHVLQFOXGLQJWKH)$$2XUUHSDLUDQGRYHUKDXORSHUDWLRQVDUHVXEMHFWWRFHUWLILFDWLRQSXUVXDQWWRUHJXODWLRQVHVWDEOLVKHG

E\WKH)$$DQGIRUHLJQJRYHUQPHQWDJHQFLHVZLWKUHJXODWLRQVYDU\LQJIURPFRXQWU\WRFRXQWU\DOWKRXJKFRPSOLDQFHZLWK

)$$UHTXLUHPHQWVJHQHUDOO\VDWLVILHVUHJXODWRU\UHTXLUHPHQWVLQRWKHUFRXQWULHV2XUIDLOXUHWRFRPSO\ZLWKWKHVHUHJXODWLRQV

RU RXU FRPSOLDQFH ZLWK QHZ DQG PRUH VWULQJHQW JRYHUQPHQW UHJXODWLRQV LI HQDFWHG FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU

EXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV


$VD86JRYHUQPHQWFRQWUDFWRUZHDUHVXEMHFWWRYDULRXVSURFXUHPHQWDQGRWKHUODZVUHJXODWLRQVDQGFRQWUDFWWHUPV DSSOLFDEOH WR RXU LQGXVWU\ LQFOXGLQJ WKH )$5 WKH ')$56 WKH 7UXWK LQ 1HJRWLDWLRQV $FW WKH )DOVH &ODLPV $FW WKH 3URFXUHPHQW,QWHJULW\$FWWKH,QWHUQDWLRQDO7UDIILFLQ$UPV5HJXODWLRQVSURPXOJDWHGXQGHUWKH$UPV([SRUW&RQWURO$FWWKH





&ORVHWKH&RQWUDFWRU)UDXG/RRSKROH$FWWKH)RUHLJQ&RUUXSW3UDFWLFHV$FWDQG&$6DQGZHFRXOGEHDGYHUVHO\DIIHFWHGE\ DQ\QHJDWLYHILQGLQJE\WKH86JRYHUQPHQWDVWRRXUFRPSOLDQFHZLWKWKHPLQFOXGLQJVXVSHQVLRQRUGHEDUPHQWIURPIXWXUH JRYHUQPHQWFRQWUDFWLQJ

7KHUHWLUHPHQWRIFRPPHUFLDODLUFUDIWFRXOGUHGXFHRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\


:HVHOOUHSODFHPHQWSDUWVXVHGLQWKHUHSDLUDQGRYHUKDXORIMHWHQJLQHDQGDLUFUDIWFRPSRQHQWVDVZHOODVSURYLGH

VXFKUHSDLUDQGRYHUKDXOVHUYLFHVRXUVHOYHV$VDLUFUDIWRUHQJLQHVIRUZKLFKZHRIIHUUHSODFHPHQWSDUWVRUUHSDLUDQGRYHUKDXO

VHUYLFHV DUH UHWLUHG GHPDQG IRU WKHVH SDUWV DQG VHUYLFHV FRXOG GHFOLQH DQG FRXOG UHGXFH RXU UHYHQXH FDVK IORZV DQG

SURILWDELOLW\


5LVNVDVVRFLDWHGZLWKXWLOL]LQJLQIRUPDWLRQWHFKQRORJ\V\VWHPVFRXOGDGYHUVHO\DIIHFWRXURSHUDWLRQV


:HUHO\XSRQRXULQIRUPDWLRQWHFKQRORJ\³,7´V\VWHPVWRSURFHVVWUDQVPLWDQGVWRUHHOHFWURQLFLQIRUPDWLRQWRPDQDJH

DQGRSHUDWHRXUEXVLQHVV)XUWKHULQWKHRUGLQDU\FRXUVHRIEXVLQHVVZHVWRUHVHQVLWLYHGDWDLQFOXGLQJLQWHOOHFWXDOSURSHUW\RQ

RXUQHWZRUNV7KHVHFXUHPDLQWHQDQFHDQGWUDQVPLVVLRQRIWKLVLQIRUPDWLRQLVFULWLFDOWRRXUEXVLQHVVRSHUDWLRQV




DV DQWLFLSDWHG RU DQ\ VLJQLILFDQW EUHDFK RI GDWD VHFXULW\ FRXOG FDXVHORVVRIGDWDGLVUXSWRXURSHUDWLRQVUHTXLUHVLJQLILFDQW PDQDJHPHQWDWWHQWLRQDQGUHVRXUFHVVXEMHFWXVWROLDELOLW\ WRWKLUGSDUWLHVRUUHJXODWRU\DFWLRQV RUFRQWUDFWWHUPLQDWLRQDQG QHJDWLYHO\LPSDFWRXUUHSXWDWLRQDPRQJRXUFXVWRPHUVDQGWKHSXEOLFZKLFKFRXOGKDYHDQHJDWLYHLPSDFWRQRXUILQDQFLDODQG FRPSHWLWLYHSRVLWLRQUHVXOWVRIRSHUDWLRQVDQGOLTXLGLW\,QDGGLWLRQRXUEXVLQHVVZLWKRXUFXVWRPHUVDQGYHQGRUVFRXOGEH LPSDFWHGE\F\EHUHYHQWVRQWKHLU,7V\VWHPV


7RDGGUHVVWKHULVNWRRXU,7V\VWHPVDQGGDWDZHPDLQWDLQDQ,7VHFXULW\SURJUDPGHVLJQHGWRUHVLVW F\EHUHYHQWV

DQGWRPLWLJDWHWKHGDPDJHIURPVXFFHVVIXOHYHQWV5HIHUWR3DUW,,WHP&RIWKLV$QQXDO5HSRUWIRUGHWDLOVUHJDUGLQJRXUGDWD

SURWHFWLRQDQGF\EHUVHFXULW\ULVNPDQDJHPHQWSURJUDP


:RUNVWRSSDJHVDQGRWKHUODERUSUREOHPVFRXOGPDWHULDOO\UHGXFHRXUDELOLW\WRRSHUDWHRXUEXVLQHVV


:H FXUUHQWO\ KDYH WKUHH FROOHFWLYH EDUJDLQLQJ DJUHHPHQWV FRYHULQJ HPSOR\HHV DW RXU 3O\PRXWK ,QGLDQD )DLUILHOG

&RQQHFWLFXWDQG:HVW7UHQWRQ1HZ-HUVH\IDFLOLWLHVUHSUHVHQWLQJDSSUR[LPDWHO\RIRXU86EDVHGKRXUO\HPSOR\HHVDVRI

0DUFK:KLOHZHEHOLHYHRXUUHODWLRQVZLWKRXUHPSOR\HHVDUHVDWLVIDFWRU\WKHLQDELOLW\WRVDWLVIDFWRULO\QHJRWLDWHDQG

HQWHULQWRQHZFROOHFWLYHEDUJDLQLQJDJUHHPHQWVXSRQH[SLUDWLRQRUDOHQJWK\VWULNHRURWKHUZRUNVWRSSDJHDWDQ\RIRXUIDFLOLWLHV

SDUWLFXODUO\DWVRPHRIRXUODUJHUIDFLOLWLHVFRXOGPDWHULDOO\UHGXFHRXUDELOLW\WRRSHUDWHRXUEXVLQHVV,QDGGLWLRQDQ\DWWHPSWE\

RXUHPSOR\HHVQRWFXUUHQWO\UHSUHVHQWHGE\DXQLRQWRMRLQDXQLRQFRXOGUHVXOWLQDGGLWLRQDOH[SHQVHVLQFOXGLQJZLWKUHVSHFWWR

ZDJHVEHQHILWVDQGSHQVLRQREOLJDWLRQV

,QDGGLWLRQZRUNVWRSSDJHVDWRQHRUPRUHRIRXUFXVWRPHUVRUVXSSOLHUVLQFOXGLQJVXSSOLHUVRIWUDQVSRUWDWLRQVHUYLFHV

PDQ\RIZKLFKKDYHODUJHXQLRQL]HGZRUNIRUFHVFRXOGDOVRFDXVHGLVUXSWLRQVWRRXUEXVLQHVVWKDWZHFDQQRWFRQWURODQGWKHVH

GLVUXSWLRQVFRXOGPDWHULDOO\UHGXFHRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\


8QH[SHFWHG HTXLSPHQW IDLOXUHV RU FDWDVWURSKLF HYHQWV FRXOG LQFUHDVH RXU FRVWV DQG UHGXFH RXU VDOHV GXH WR SURGXFWLRQ FXUWDLOPHQWVRUVKXWGRZQV

2XUPDQXIDFWXULQJSURFHVVHVDUHGHSHQGHQWXSRQFULWLFDOSLHFHVRIWXUQLQJPLOOLQJJULQGLQJDQGHOHFWULFDOHTXLSPHQW DQGWKLVHTXLSPHQWFRXOGRQRFFDVLRQEHRXWRIVHUYLFHDVDUHVXOWRIXQDQWLFLSDWHGIDLOXUHV,QDGGLWLRQWRHTXLSPHQWIDLOXUHVRXU IDFLOLWLHVDUHDOVRVXEMHFWWRWKHULVNRIFDWDVWURSKLFORVVGXHWRXQDQWLFLSDWHGHYHQWVVXFKDVILUHVH[SORVLRQVHDUWKTXDNHVRUYLROHQW ZHDWKHUFRQGLWLRQV,QWKHIXWXUHZHFRXOGH[SHULHQFHPDWHULDOSODQWVKXWGRZQVRUSHULRGVRIUHGXFHGSURGXFWLRQDVDUHVXOWRI WKHVHW\SHVRIHTXLSPHQWIDLOXUHVRUFDWDVWURSKHV,QWHUUXSWLRQVLQSURGXFWLRQFDSDELOLWLHVZRXOGLQHYLWDEO\LQFUHDVHRXUSURGXFWLRQ FRVWVDQGUHGXFHUHYHQXHVFDVKIORZVDQGSURILWDELOLW\IRUWKHDIIHFWHGSHULRG 









:HPD\QRWEHDEOHWRFRQWLQXHWRPDNHWKHDFTXLVLWLRQVQHFHVVDU\IRUXVWRUHDOL]HRXUJURZWKVWUDWHJ\






$Q\ SRWHQWLDO FRVWVDYLQJ RSSRUWXQLWLHV PD\ WDNH VHYHUDOTXDUWHUV IROORZLQJ DQ DFTXLVLWLRQ WR LPSOHPHQW DQG DQ\ UHVXOWVRIWKHVHDFWLRQVPD\QRWEHUHDOL]HGIRUVHYHUDOTXDUWHUVWKHUHDIWHULIDWDOO 
%XVLQHVVHVWKDWZHDFTXLUHPD\KDYHOLDELOLWLHVIRUZKLFKZHDUHOLDEOH

,QRUGHUWRFRPSOHWHDQDFTXLVLWLRQLWPD\EHQHFHVVDU\IRUXVWRDVVXPHWKHOLDELOLWLHVRIWKHDFTXLUHGEXVLQHVV7KHVH

OLDELOLWLHVPD\EHNQRZQDWWKHWLPHRIWKHDFTXLVLWLRQEXWFRXOGEHXQGHUHVWLPDWHGE\XVRUWKH\PD\QRWEHNQRZQWRXVXQWLO

DIWHUWKHDFTXLVLWLRQ,QWKHFDVHRIDQDFTXLVLWLRQLQZKLFKZHGRQRWDVVXPHDOOWKHOLDELOLWLHVRIWKHDFTXLUHGEXVLQHVVZH

W\SLFDOO\REWDLQLQGHPQLILFDWLRQIURPWKHVHOOHUDJDLQVWWKHXQDVVXPHGOLDELOLWLHVDOWKRXJKQRDVVXUDQFHFDQEHJLYHQWKDWVXFK

LQGHPQLILFDWLRQZLOOEHVXIILFLHQWLQDPRXQWVFRSHRUGXUDWLRQWRIXOO\RIIVHWWKHULVNRIWKHXQDVVXPHGOLDELOLWLHV/LDELOLWLHV RIDFTXLUHGEXVLQHVVHVWKDWXOWLPDWHO\DUHERUQHE\XVHLWKHUEHFDXVHZHDVVXPHWKHPRURXULQGHPQLILFDWLRQULJKWSURYHVWR EH LQVXIILFLHQW RU XQHQIRUFHDEOH FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ RU UHVXOWV RI RSHUDWLRQV,QDGGLWLRQDIWHUZHFRPSOHWHDQDFTXLVLWLRQZHPD\OHDUQRIRWKHUPDWWHUVWKDWDGYHUVHO\DIIHFWXVVXFKDVLVVXHV UHODWLQJWRWKHDFTXLUHGEXVLQHVV¶VFRPSOLDQFHZLWKDSSOLFDEOHODZVRULVVXHVUHODWLQJWRLWVVXSSO\FKDLQFXVWRPHUUHODWLRQVKLSV
RURUGHUGHPDQG

*RRGZLOODQGLQGHILQLWHOLYHGLQWDQJLEOHVFRPSULVHDVLJQLILFDQWSRUWLRQRIRXUWRWDODVVHWVDQGLIZHGHWHUPLQHWKDWJRRGZLOO DQGLQGHILQLWHOLYHGLQWDQJLEOHVKDYHEHFRPHLPSDLUHGLQWKHIXWXUHRXUUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQLQ VXFK\HDUVPD\EHPDWHULDOO\DQGDGYHUVHO\DIIHFWHG


FXUUHQWPDUNHWHVWLPDWHVRIYDOXH,IZHDUHUHTXLUHGWRUHFRUGDFKDUJHWRHDUQLQJVEHFDXVHRIDQLPSDLUPHQWRIJRRGZLOORU

LQGHILQLWHOLYHGLQWDQJLEOHVRXUUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQFRXOGEHPDWHULDOO\DQGDGYHUVHO\DIIHFWHG

:HGHSHQGKHDYLO\RQRXUVHQLRUPDQDJHPHQWDQGRWKHUNH\SHUVRQQHOWKHORVVRIZKRPFRXOGPDWHULDOO\DIIHFWRXUILQDQFLDO

SHUIRUPDQFHDQGSURVSHFWV

2XUEXVLQHVVLVPDQDJHGE\DQXPEHURINH\SHUVRQQHOLQFOXGLQJRXU&(2'U0LFKDHO-+DUWQHWW2XUIXWXUHVXFFHVV

ZLOOGHSHQGRQDPRQJRWKHUWKLQJVRXUDELOLW\WRUHWDLQWKHVHUYLFHVRIWKHVHSHUVRQQHODQGWRKLUHWKHLUVXFFHVVRUVDQGRWKHU

KLJKO\TXDOLILHGHPSOR\HHVDWDOOOHYHOV

2XULQWHUQDWLRQDORSHUDWLRQVDUHVXEMHFWWRULVNVLQKHUHQWLQVXFKDFWLYLWLHV


:HKDYHRSHUDWLRQVLQ$XVWUDOLD(QJODQG&DQDGD)UDQFH*HUPDQ\,QGLD0H[LFRWKH3HRSOHV5HSXEOLFRI&KLQD

3RODQGDQG6ZLW]HUODQG2IRXUIDFLOLWLHVLQFRXQWULHVDUHORFDWHGRXWVLGHWKH86LQFOXGLQJPDQXIDFWXULQJIDFLOLWLHV

LQIRXUFRXQWULHV


,QILVFDODSSUR[LPDWHO\RIRXUQHWVDOHVZHUHJHQHUDWHGE\RXULQWHUQDWLRQDORSHUDWLRQV2XUIRUHLJQRSHUDWLRQV DUHVXEMHFWWRWKHULVNVLQKHUHQWLQVXFKDFWLYLWLHVVXFKDVFXUUHQF\GHYDOXDWLRQVORJLVWLFDODQGFRPPXQLFDWLRQFKDOOHQJHVFRVWV RI FRPSO\LQJ ZLWK D YDULHW\ RI IRUHLJQ ODZV DQG UHJXODWLRQV JUHDWHU GLIILFXOWLHV LQ SURWHFWLQJ DQG PDLQWDLQLQJ RXU ULJKWV WR





LQWHOOHFWXDOSURSHUW\GLIILFXOW\LQVWDIILQJDQGPDQDJLQJJHRJUDSKLFDOO\GLYHUVHRSHUDWLRQVDFWVRIWHUURULVPRUZDURURWKHUDFWV

WKDW PD\ FDXVH VRFLDO GLVUXSWLRQ ZKLFK DUH GLIILFXOW WR TXDQWLI\ RU SUHGLFW DQG JHQHUDO HFRQRPLF FRQGLWLRQV LQ WKHVH IRUHLJQ

PDUNHWV2XULQWHUQDWLRQDORSHUDWLRQVPD\EHQHJDWLYHO\LPSDFWHGE\FKDQJHVLQJRYHUQPHQWSROLFLHVVXFKDVFKDQJHVLQODZV

DQGUHJXODWLRQVUHVWULFWLRQVRQLPSRUWVDQGH[SRUWVVRXUFHVRIVXSSO\GXWLHVRUWDULIIVWKHLQWURGXFWLRQRIPHDVXUHVWRFRQWURO

LQIODWLRQDQGFKDQJHVLQWKHUDWHRUPHWKRGRIWD[DWLRQ7RGDWHZHKDYHQRWH[SHULHQFHGVLJQLILFDQWGLIILFXOWLHVZLWKWKHIRUHJRLQJ

ULVNVDVVRFLDWHGZLWKRXULQWHUQDWLRQDORSHUDWLRQV

&XUUHQF\WUDQVODWLRQULVNVPD\KDYHDPDWHULDOLPSDFWRQRXUUHVXOWVRIRSHUDWLRQV

7KHPDMRULW\RIRXUIRUHLJQRSHUDWLRQVXWLOL]HWKHORFDOFXUUHQF\DVWKHLUIXQFWLRQDOFXUUHQF\)RUHLJQFXUUHQF\WUDQVDFWLRQ JDLQV DQG ORVVHV DUH LQFOXGHG LQ HDUQLQJV )RUHLJQ FXUUHQF\ WUDQVDFWLRQ H[SRVXUH DULVHV SULPDULO\ IURP WKH WUDQVIHU RI IRUHLJQ FXUUHQF\ IURP RQH VXEVLGLDU\ WR DQRWKHU ZLWKLQ WKH JURXS DQG WR IRUHLJQ FXUUHQF\GHQRPLQDWHG WUDGH UHFHLYDEOHV 8QUHDOL]HG FXUUHQF\ WUDQVODWLRQ JDLQV DQG ORVVHV DUH UHFRUGHG RQ WKH EDODQFH VKHHW XSRQ WUDQVODWLRQ RI WKH IRUHLJQ RSHUDWLRQV¶ IXQFWLRQDO FXUUHQF\ WR WKH UHSRUWLQJ FXUUHQF\  %HFDXVH RXU ILQDQFLDO VWDWHPHQWV DUH GHQRPLQDWHG LQ 86 GROODUV FKDQJHV LQ FXUUHQF\ H[FKDQJHUDWHVEHWZHHQWKH86GROODUDQGWKHFXUUHQFLHVXVHGE\RXULQWHUQDWLRQDORSHUDWLRQVKDYHKDGDQGZLOOFRQWLQXHWRKDYH DQLPSDFWRQRXUHDUQLQJV:HSHULRGLFDOO\HQWHULQWRGHULYDWLYHILQDQFLDOLQVWUXPHQWVVXFKDVFURVVFXUUHQF\VZDSVWRUHGXFHWKH

HIIHFWRIIOXFWXDWLRQVLQH[FKDQJHUDWHVRQWUDQVDFWLRQVDQGDFFRXQWEDODQFHVGHQRPLQDWHGLQQRQIXQFWLRQDOFXUUHQFLHV&XUUHQF\ IOXFWXDWLRQV PD\ DIIHFW RXU ILQDQFLDO SHUIRUPDQFH LQ WKH IXWXUH DQG ZH FDQQRW SUHGLFW WKH LPSDFW RI IXWXUH H[FKDQJH UDWH IOXFWXDWLRQVRQRXUUHVXOWVRIRSHUDWLRQV6HH3DUW,,,WHP$4XDQWLWDWLYHDQG4XDOLWDWLYH'LVFORVXUHVDERXW0DUNHW5LVN )RUHLJQ&XUUHQF\([FKDQJH5DWHVRIWKLV$QQXDO5HSRUWRQ)RUP.

:HPD\LQFXUPDWHULDOORVVHVIRUSURGXFWOLDELOLW\DQGUHFDOOUHODWHGFODLPV


:HDUHVXEMHFWWRDULVNRISURGXFWDQGUHFDOOUHODWHGOLDELOLW\LQWKHHYHQWWKDWWKHIDLOXUHXVHRUPLVXVHRIDQ\RIRXU

SURGXFWVUHVXOWVLQSHUVRQDOLQMXU\GHDWKRUSURSHUW\GDPDJHRURXUSURGXFWVGRQRWFRQIRUPWRRXUFXVWRPHUVVSHFLILFDWLRQV,Q

SDUWLFXODURXUSURGXFWVDUHLQVWDOOHGLQDQXPEHURIW\SHVRIYHKLFOHIOHHWVLQFOXGLQJDLUSODQHVKHOLFRSWHUVWUDLQVDXWRPRELOHV

KHDY\WUXFNVDQGIDUPHTXLSPHQWPDQ\RIZKLFKPD\EHVXEMHFWWRJRYHUQPHQWRUGHUHGUHFDOOVDVZHOODVYROXQWDU\UHFDOOVE\

WKHPDQXIDFWXUHU,IRQHRIRXUSURGXFWVLVIRXQGWREHGHIHFWLYHFDXVHVDIOHHWWREHGLVDEOHGRURWKHUZLVHUHVXOWVLQDSURGXFW

UHFDOOVLJQLILFDQWFODLPVPD\EHEURXJKWDJDLQVWXV:HFXUUHQWO\PDLQWDLQLQVXUDQFHFRYHUDJHIRUSURGXFWOLDELOLW\FODLPVEXWQRW

IRUUHFDOOUHODWHGFODLPV:HFDQQRWDVVXUH\RXWKDWSURGXFWOLDELOLW\FODLPVLIPDGHZRXOGQRWH[FHHGRXULQVXUDQFHFRYHUDJH

OLPLWV&ODLPVWKDWDUHQRWFRYHUHGE\LQVXUDQFHRUWKDWH[FHHGLQVXUDQFHFRYHUDJHOLPLWVFRXOGUHVXOWLQPDWHULDOORVVHV&ODLPV

WKDWDUHFRYHUHGE\LQVXUDQFHFRXOGUHVXOWLQLQFUHDVHGIXWXUHLQVXUDQFHFRVWV


2XULQWHOOHFWXDOSURSHUW\DQGSURSULHWDU\LQIRUPDWLRQDUHYDOXDEOHDQGDQ\LQDELOLW\WRSURWHFWWKHPFRXOGDGYHUVHO\DIIHFWRXU

EXVLQHVVDQGUHVXOWVRIRSHUDWLRQVLQDGGLWLRQZHPD\EHVXEMHFWWRLQIULQJHPHQWFODLPVE\WKLUGSDUWLHV


2XUDELOLW\WRFRPSHWHHIIHFWLYHO\LVGHSHQGHQWXSRQRXUDELOLW\WRSURWHFWDQGSUHVHUYHWKHLQWHOOHFWXDOSURSHUW\DQG



DVVHUWHGE\XVZLOOQRWUHVXOWLQRXULQWHOOHFWXDOSURSHUW\EHLQJFKDOOHQJHGRULQYDOLGDWHGWKDWRXULQWHOOHFWXDOSURSHUW\ZLOOEHKHOG WREHRIDGHTXDWHVFRSHWRSURWHFWRXUEXVLQHVVRUWKDWZHZLOOEHDEOHWRGHWHUFXUUHQWDQGIRUPHUHPSOR\HHVFRQWUDFWRUVRURWKHU SDUWLHVIURPEUHDFKLQJFRQILGHQWLDOLW\REOLJDWLRQVDQGPLVDSSURSULDWLQJWUDGHVHFUHWV 

:HFRXOGEHFRPHVXEMHFWWROLWLJDWLRQFODLPLQJWKDWRXULQWHOOHFWXDOSURSHUW\RUSURSULHWDU\LQIRUPDWLRQLQIULQJHVWKH

ULJKWVRIDWKLUGSDUW\,QWKDWHYHQWZHFRXOGLQFXUVXEVWDQWLDOGHIHQVHFRVWVDQGLIVXFKOLWLJDWLRQLVVXFFHVVIXOZHFRXOGEH

UHTXLUHGWRSD\WKHFODLPDQWGDPDJHVIRURXUSDVWXVHRIVXFKLQWHOOHFWXDOSURSHUW\RUSURSULHWDU\LQIRUPDWLRQDQGZHFRXOGHLWKHU

EHUHTXLUHGWRSD\UR\DOWLHVIRURXUXVHRILWLQWKHIXWXUHRUEHSURKLELWHGIURPXVLQJLWLQWKHIXWXUH2XULQDELOLW\WRXVHRXU LQWHOOHFWXDOSURSHUW\DQGSURSULHWDU\LQIRUPDWLRQRQDFRVWHIIHFWLYHEDVLVLQWKHIXWXUHFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXU UHYHQXHFDVKIORZDQGSURILWDELOLW\6HH3DUW,,WHP%XVLQHVV ,QWHOOHFWXDO3URSHUW\RIWKLV$QQXDO5HSRUWRQ)RUP.








&DQFHOODWLRQRIRUGHUVLQRXUEDFNORJFRXOGQHJDWLYHO\LPSDFWRXUUHYHQXHVFDVKIORZVDQGSURILWDELOLW\


$VRI0DUFKZHKDGDQRUGHUEDFNORJRI+RZHYHURUGHUVLQFOXGHGLQRXUEDFNORJPD\EHVXEMHFWWR FDQFHOODWLRQGHOD\RURWKHUPRGLILFDWLRQVE\RXUFXVWRPHUVDQGZHFDQQRWDVVXUH\RXWKDWWKHVHRUGHUVZLOOXOWLPDWHO\EHIXOILOOHG

4XDUWHUO\SHUIRUPDQFHFDQEHDIIHFWHGE\WKHWLPLQJRIJRYHUQPHQWSURGXFWLQVSHFWLRQVDQGDSSURYDOV


$ SRUWLRQ RIRXU UHYHQXH LV DVVRFLDWHG ZLWK FRQWUDFWV ZLWK WKH86 JRYHUQPHQW WKDW UHTXLUH RQVLWH LQVSHFWLRQ DQG DSSURYDORIWKHSURGXFWVE\JRYHUQPHQWSHUVRQQHOEHIRUHZHPD\VKLSWKHSURGXFWVDQGZHKDYHQRFRQWURORYHUWKHWLPLQJRI
WKRVH LQVSHFWLRQV DQG DSSURYDOV ,I SURGXFWV VFKHGXOHG IRU GHOLYHU\ LQ RQH TXDUWHU DUH QRW LQVSHFWHG RU DSSURYHG XQWLO WKH IROORZLQJ TXDUWHU WKH GHOD\ZRXOG DGYHUVHO\ DIIHFW RXU VDOHV DQG SURILWDELOLW\ IRU WKH TXDUWHU LQ ZKLFK WKH VKLSPHQWV ZHUH VFKHGXOHG


:HLQFXUUHGVXEVWDQWLDOGHEWLQRUGHUWRFRPSOHWHWKH'RGJHDFTXLVLWLRQZKLFKFRXOGFRQVWUDLQRXUEXVLQHVVDQGH[SRVHV

XVWRWKHULVNRIGHIDXOWVXQGHURXUGHEWLQVWUXPHQWV


,QILVFDOZHLQFXUUHGRIWRWDOGHEWWRILQDQFHWKH'RGJHDFTXLVLWLRQ$VRI0DUFKRXUWRWDO GHEWZDV7KLVGHEWFRXOGRUZLOOKDYHLPSRUWDQWFRQVHTXHQFHVLQFOXGLQJEXWQRWOLPLWHGWR

x	WKLVGHEWUHTXLUHVXVWRPDNHVLJQLILFDQWLQWHUHVWDQGSULQFLSDOSD\PHQWVLQWKHIXWXUH

x	DVXEVWDQWLDOSRUWLRQRIRXUFDVKIORZIURPRSHUDWLRQVZLOOEHXVHGWRUHSD\WKHSULQFLSDODQGLQWHUHVWRQRXU GHEWWKHUHE\UHGXFLQJWKHIXQGVDYDLODEOHWRXVIRURWKHUSXUSRVHVLQFOXGLQJIRUVWUDWHJLFDFTXLVLWLRQVZRUNLQJ FDSLWDOFDSLWDOH[SHQGLWXUHVDQGJHQHUDOFRUSRUDWHSXUSRVHV

x	RXUIOH[LELOLW\LQSODQQLQJIRUDQGUHDFWLQJWRFKDQJHVLQRXUEXVLQHVVWKHFRPSHWLWLYHODQGVFDSHDQGWKHPDUNHWV LQZKLFKZHRSHUDWHPD\EHOLPLWHGDQG

x	ZHPD\EHSODFHGDWDFRPSHWLWLYHGLVDGYDQWDJHUHODWLYHWRRWKHUFRPSDQLHVLQRXULQGXVWU\ZLWKOHVVGHEWRU FRPSDUDEOHGHEWRQPRUHIDYRUDEOHWHUPV

2XUDELOLW\WRPDNHVFKHGXOHGSD\PHQWVRQDQGWRUHILQDQFHRXULQGHEWHGQHVVGHSHQGVRQDQGLVVXEMHFWWRRXUILQDQFLDO

DQGRSHUDWLQJSHUIRUPDQFHDQGQRDVVXUDQFHFDQEHJLYHQWKDWRXUEXVLQHVVZLOOJHQHUDWHVXIILFLHQWFDVKIORZWRVHUYLFHRXU

GHEW




DQGFDVKIORZVFRXOGEHPDWHULDOO\DQGDGYHUVHO\DIIHFWHGDQGFRXOGFDXVHXVWREHFRPHEDQNUXSWRURWKHUZLVHLQVROYHQW,Q

DGGLWLRQ WKHVH FRYHQDQWV PD\ UHVWULFW RXU DELOLW\ WR HQJDJH LQ WUDQVDFWLRQV WKDW ZH EHOLHYH ZRXOG RWKHUZLVH EH LQ WKH EHVW

LQWHUHVWVRIRXUEXVLQHVVDQGVWRFNKROGHUV


,QFUHDVHVLQLQWHUHVWUDWHVZRXOGLQFUHDVHWKHFRVWRIVHUYLFLQJRXUWHUPORDQDQGFRXOGUHGXFHRXUSURILWDELOLW\


$VRI0DUFKRIRXUWHUPORDQZDVVXEMHFWWRDIL[HGUDWHLQWHUHVWVZDSEXWWKHUHPDLQLQJ

EDODQFHRIWKHWHUPORDQEHDUVLQWHUHVWDWDYDULDEOHUDWH)XWXUHLQFUHDVHVLQLQWHUHVWUDWHVZRXOGLQFUHDVHWKHFRVWRIVHUYLFLQJ

WKHSRUWLRQRIWKHWHUPORDQQRWVXEMHFWWRDVZDSZKLFKFRXOGPDWHULDOO\UHGXFHRXUSURILWDELOLW\DQGFDVKIORZV


5LVN)DFWRUV5HODWHGWRRXU&DSLWDO6WRFN

3URYLVLRQVLQRXUFKDUWHUGRFXPHQWVPD\SUHYHQWRUKLQGHUHIIRUWVWRDFTXLUHDFRQWUROOLQJLQWHUHVWLQXV


3URYLVLRQVRIRXUFHUWLILFDWHRILQFRUSRUDWLRQDQGE\ODZVPD\GLVFRXUDJHGHOD\RUSUHYHQWDPHUJHUDFTXLVLWLRQRURWKHU

FKDQJHLQFRQWUROWKDWVWRFNKROGHUVPD\FRQVLGHUIDYRUDEOHLQFOXGLQJWUDQVDFWLRQVWKDWPLJKWEHQHILWRXUVWRFNKROGHUVRULQZKLFK

RXUVWRFNKROGHUVPLJKWRWKHUZLVHUHFHLYHDSUHPLXPIRUWKHLUVKDUHV7KHVHSURYLVLRQVPD\DOVRSUHYHQWRUIUXVWUDWHDWWHPSWVE\

RXUVWRFNKROGHUVWRUHSODFHRUUHPRYHRXUPDQDJHPHQW






3XUVXDQWWRRXUFKDUWHUGRFXPHQWVRXU%RDUGRI'LUHFWRUVWKH³%RDUG´FRQVLVWVRI QLQHPHPEHUVVHUYLQJVWDJJHUHG

WKUHH\HDUWHUPVDQGGLYLGHGLQWRWKUHHFODVVHV$VDUHVXOWWZRDQQXDOPHHWLQJVDUHUHTXLUHGWRFKDQJHDPDMRULW\RIWKH%RDUG

PHPEHUV




SUHYHQWLQJDFKDQJHLQFRQWURORIXVRUWKDWFRXOGLPSHGHRXUVWRFNKROGHUV¶DELOLW\WRDSSURYHDWUDQVDFWLRQWKH\FRQVLGHULQWKHLU EHVWLQWHUHVWV$OWKRXJKZHKDYHQRSUHVHQWLQWHQWLRQWRLVVXHDQ\DGGLWLRQDOSUHIHUUHGVWRFNQRDVVXUDQFHFDQEHJLYHQWKDWZH ZLOOQRWGRVRLQWKHIXWXUH+ROGHUVRIRXUFRPPRQVWRFNGRQRWKDYHSUHHPSWLYHULJKWVWRVXEVFULEHIRUDSURUDWDSRUWLRQRI SUHIHUUHGVWRFNRUDQ\RWKHUFDSLWDOVWRFNWKDWZHPD\LVVXHLQWKHIXWXUH

:HGRQRWH[SHFWWRSD\FDVKGLYLGHQGVRQRXUFRPPRQVWRFNLQWKHIRUHVHHDEOHIXWXUH


 ([FHSWIRUDSHUFRPPRQVKDUHVSHFLDOGLYLGHQGSDLGLQZHKDYH QHYHUSDLGDQ\FDVKGLYLGHQGVRQRXU FRPPRQVWRFNDQGZHGRQRWH[SHFWWRSD\FDVKGLYLGHQGVRQWKHFRPPRQVWRFNLQWKHIRUHVHHDEOHIXWXUH,QVWHDGZHSODQWR DSSO\HDUQLQJVDQGH[FHVVFDVKLIDQ\WRWKHVHUYLFHRIRXUGHEWDQGWKHH[SDQVLRQDQGGHYHORSPHQWRIRXUEXVLQHVVDOWKRXJK WKH&RPSDQ\GRHVKDYHDFRPPRQVWRFNUHSXUFKDVHSODQWKDWZHKDYHQHYHUH[HFXWHGXQGHU7KXVDQ\UHWXUQRQDQ LQYHVWPHQWLQRXUFRPPRQVWRFNZRXOGGHSHQGVROHO\RQDQLQFUHDVHLIDQ\LQWKHPDUNHWYDOXHRIWKHFRPPRQVWRFN

,7(0%815(62/9('67$))&200(176

	1RQH

,7(0&&<%(56(&85,7<

&\EHUVHFXULW\5LVN0DQDJHPHQWDQG*RYHUQDQFH

,Q UHVSRQVH WR WKH LQFUHDVLQJ WKUHDW RI FRQWLQXRXVO\ HYROYLQJ F\EHUVHFXULW\ ULVNV ZH FRQWLQXH WR LQYHVW LQ RXU





7KH$ XGLW&RPPLWWHHLVUHVSRQVLEOHIRURYHUVLJKWRIRXUULVNPDQDJHPHQWZLWKUHVSHFWWRLQIRUPDWLRQWHFKQRORJ\ RSHUDWLRQV DQG F\EHUVHFXULW\DQGRYHUVHHV ULVN PDQDJHPHQW LQ WKH DUHD RIGDWD SULYDF\ $V SDUW RI WKLVSURFHVV WKH$XGLW

&RPPLWWHHRYHUVHHVWKHGDWDSURWHFWLRQDQGF\EHUVHFXULW\ULVNPDQDJHPHQWSURJUDPZKLFKLQFOXGHVUHYLHZLQJPDQDJHPHQW¶V ULVN DVVHVVPHQWV DQG WKH VWHSV PDQDJHPHQW KDV WDNHQ WR PRQLWRURU PLWLJDWHRXU F\EHUVHFXULW\ULVN H[SRVXUH 0DQDJHPHQW UHJXODUO\SURYLGHVGDWDSURWHFWLRQDQGF\EHUVHFXULW\UHSRUWVWRWKH$XGLW&RPPLWWHHZKLFKLQFOXGHXSGDWHVRQF\EHUVHFXULW\
LQLWLDWLYHVF\EHUVHFXULW\PHWULFVDQGWKUHDWODQGVFDSH


'HVSLWHRXUHIIRUWVZLWKUHVSHFWWRLQIRUPDWLRQWHFKQRORJ\RSHUDWLRQVF\EHUVHFXULW\DQGGDWDSULYDF\ZHKDYHEHHQ

DQGPD\FRQWLQXHWREHLPSDFWHGE\EUHDFKHVLQGDWDVHFXULW\DQGODSVHVLQGDWDSULYDF\ZKLFKRFFXUIURPWLPHWRWLPH

'XULQJILVFDO\HDUWKH&RPSDQ\GLGQRWH[SHULHQFHDQ\F\EHUVHFXULW\LQFLGHQWVWKDWKDYHPDWHULDOO\DIIHFWHGRUDUH

UHDVRQDEO\OLNHO\WRPDWHULDOO\DIIHFWWKH&RPSDQ\LQFOXGLQJLWVEXVLQHVVVWUDWHJ\UHVXOWVRIRSHUDWLRQVFDVKIORZRU

ILQDQFLDOFRQGLWLRQ






,7(03523(57,(6

2XUSULQFLSDOH[HFXWLYHRIILFHLVORFDWHGDW2QH7ULERORJ\&HQWHU2[IRUG&RQQHFWLFXWZKLFKZHRZQ2XU'RGJH ,QGXVWULDOVXEVLGLDU\KDVRIILFHVSDFHLQ6LPSVRQYLOOH6RXWK&DUROLQDZKLFKZHOHDVH


:HRZQRUOHDVHPDQXIDFWXULQJIDFLOLWLHVLQILYHFRXQWULHVRIWKRVHPDQXIDFWXULQJIDFLOLWLHVDUHORFDWHGLQWKH86

RQHLVORFDWHGLQ3RODQGHLJKWDUHORFDWHGLQ0H[LFRWZRDUHORFDWHGLQ6ZLW]HUODQGDQGRQHLVORFDWHGLQ&KLQD


:H RZQ RU OHDVH WHQ GLVWULEXWLRQ FHQWHUV LQ WKH 8QLWHG 6WDWHV&DQDGD )UDQFH 0H[LFR *HUPDQ\ ,QGLD WKH 8QLWHG .LQJGRPDQG$XVWUDOLD:HDOVRXWLOL]HWKLUGSDUW\ORJLVWLFV¶ILUPVORFDWHGVWUDWHJLFDOO\DURXQGWKHZRUOGWRVXSSOHPHQWGLVWULEXWLRQ RIRXUSURGXFWV

:HEHOLHYHWKDWDVWKHWHUPRIHDFKRIRXUOHDVHGIDFLOLWLHVH[SLUHVZHZLOOEHDEOHWRHLWKHUVHFXUHDUHQHZDORUHQWHULQWR

DOHDVHIRUDQDOWHUQDWHORFDWLRQRQPDUNHWWHUPV


	:HEHOLHYHWKDWRXUH[LVWLQJIDFLOLWLHVDQGHTXLSPHQWDUHJHQHUDOO\LQJRRGFRQGLWLRQDUHZHOOPDLQWDLQHGDQGDGHTXDWH

WR FDUU\ RQ RXU FXUUHQW RSHUDWLRQV :H DOVR EHOLHYH WKDW RXU H[LVWLQJ PDQXIDFWXULQJ IDFLOLWLHV KDYH VXIILFLHQW FDSDFLW\ WR PHHW

LQFUHDVHGFXVWRPHUGHPDQG

,7(0/(*$/352&((',1*6


,QDQGWKH&RPSDQ\UHFHLYHGFLYLOLQYHVWLJDWLYHGHPDQGVIURPWKH8QLWHG6WDWHV'HSDUWPHQWRI-XVWLFH SXUVXDQWWRWKH)DOVH&ODLPV$FW86&�WKH³)&$´7KH LQYHVWLJDWLRQFRQFHUQVDOOHJDWLRQVWKDWWKH&RPSDQ\ VXEPLWWHG IDOVH FODLPV LQ FRQQHFWLRQ ZLWK L FHUWLI\LQJ WKDW WKH &RPSDQ\¶V HPSOR\HHV ZHUH HOLJLEOH IRU XQHPSOR\PHQW LQVXUDQFHEHQHILWVDQGSDQGHPLFUHOLHIDQGZRUNHGUHGXFHGKRXUVDQGLLUHFHLYHGJUDQWSURFHHGVLQYLRODWLRQRIWKH)&$7KH

&RPSDQ\LVFRRSHUDWLQJZLWKWKHLQYHVWLJDWLRQ7KHLQYHVWLJDWLRQLVRQJRLQJDQGLWLVQRWSRVVLEOHWRGHWHUPLQHZKHWKHUWKH LQYHVWLJDWLRQZLOOKDYHDPDWHULDODGYHUVHHIIHFWLIDQ\RQWKH&RPSDQ\ 
%HVLGHVWKHPDWWHUGHVFULEHGLQWKHSUHYLRXVSDUDJUDSKIURPWLPHWRWLPHZHDUHLQYROYHGLQOLWLJDWLRQWKDWDULVHVLQ

WKH RUGLQDU\ FRXUVH RI EXVLQHVV EXW ZH GR QRW EHOLHYH WKDW DQ\ VXFK OLWLJDWLRQ LQ ZKLFK ZH DUH FXUUHQWO\ LQYROYHG HLWKHU

LQGLYLGXDOO\RULQWKHDJJUHJDWHLVOLNHO\WRKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQRSHUDWLQJUHVXOWV

FDVKIORZRUSURVSHFWV

,7(00,1(6$)(7<',6&/2685(6

	1RWDSSOLFDEOH
	
3$57,,

,7(00$5.(7)255(*,675$17¶6&20021(48,7<5(/$7('672&.+2/'(50$77(56$1'
,668(5385&+$6(62)(48,7<6(&85,7,(6

3ULFH5DQJHRI2XU&RPPRQ6WRFN

	2XUFRPPRQVWRFNLVTXRWHGRQWKH1HZ<RUN6WRFN([FKDQJHXQGHUWKHV\PERO5%&$VRI0D\WKHUHZDV
RQHKROGHURIUHFRUGRIRXUFRPPRQVWRFN

	7KHIROORZLQJWDEOHVKRZVWKHKLJKDQGORZVDOHVSULFHVRIRXUFRPPRQVWRFNGXULQJWKHSHULRGVLQGLFDWHG
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ILVFDOZDVFRPSDUHGWRIRUILVFDO7KHHIIHFWLYHLQFRPHWD[UDWHVDUHGLIIHUHQWIURPWKH86VWDWXWRU\
UDWHGXHWRWKH86FUHGLWVIRULQFUHDVLQJUHVHDUFKDFWLYLWLHVDQGIRUHLJQGHULYHGLQWDQJLEOHLQFRPHSURYLVLRQZKLFKGHFUHDVH

WKHUDWHDQGGLIIHUHQFHVLQIRUHLJQDQGVWDWHLQFRPHWD[HVZKLFKLQFUHDVHWKHUDWH7KHHIIHFWLYHLQFRPHWD[UDWHIRUILVFDO

RILQFOXGHGGLVFUHWHLWHPVWRWDOLQJDEHQHILWRIZKLFKLVVXEVWDQWLDOO\UHODWHGWRDEHQHILWDVVRFLDWHGZLWKVWRFN

EDVHGFRPSHQVDWLRQDUHGXFWLRQLQXQUHFRJQL]HGWD[EHQHILWVGXHWRWKHH[SLUDWLRQRIWKHVWDWXWHRIOLPLWDWLRQVDQG EHQHILWV

UHODWHGWRWKHUHOHDVHRIDYDOXDWLRQDOORZDQFHDQGDQDGMXVWPHQWUHODWHGWRVWDWHUHPHDVXUHPHQWV7KHHIIHFWLYHLQFRPHWD[UDWH
IRUILVFDOZLWKRXWWKHVHGLVFUHWHLWHPVZRXOGKDYHEHHQ7KHHIIHFWLYHLQFRPHWD[UDWHIRUILVFDORI

LQFOXGHG GLVFUHWH LWHPV WRWDOLQJ D EHQHILW RI  ZKLFK LV VXEVWDQWLDOO\ UHODWHG WR D EHQHILW DVVRFLDWHG ZLWK VWRFNEDVHG

FRPSHQVDWLRQDUHGXFWLRQLQXQUHFRJQL]HGWD[EHQHILWVGXHWRWKHH[SLUDWLRQRIWKHVWDWXWHRIOLPLWDWLRQVDQGWKHDFFUXDORI

GHIHUUHGWD[DVVHWVUHODWHGWRVWDWHWD[PRGLILFDWLRQV7KHHIIHFWLYHLQFRPHWD[UDWHIRUILVFDOZLWKRXWWKHVHGLVFUHWHLWHPV

ZRXOGKDYHEHHQ
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 &RUSRUDWH6* $IRUILVFDOLQFUHDVHGRUFRPSDUHGWRILVFDOGXHWRLQFUHDVHGVSHQGLQJLQ,7 DQGSHUVRQQHOUHODWHGFRVWV$VDSHUFHQWDJHRIQHWVDOHV&RUSRUDWH6* $ZDVUHODWLYHO\IODW\HDURYHU\HDU

/LTXLGLW\DQG&DSLWDO5HVRXUFHV



 2XUDELOLW\WRPHHWIXWXUHZRUNLQJFDSLWDOFDSLWDOH[SHQGLWXUHVDQGGHEWVHUYLFHUHTXLUHPHQWVZLOOGHSHQGRQRXUIXWXUH ILQDQFLDOSHUIRUPDQFHZKLFKZLOOEHDIIHFWHGE\DUDQJHRIHFRQRPLFFRPSHWLWLYHDQGEXVLQHVVIDFWRUVSDUWLFXODUO\LQWHUHVWUDWHV F\FOLFDOFKDQJHVLQRXUHQGPDUNHWVDQGSULFHVIRUVWHHODQGRXUDELOLW\WRSDVVWKURXJKSULFHLQFUHDVHVRQDWLPHO\EDVLVPDQ\RI ZKLFKDUHRXWVLGHRIRXUFRQWURO,QDGGLWLRQIXWXUHDFTXLVLWLRQVFRXOGKDYHDVLJQLILFDQWLPSDFWRQRXUOLTXLGLW\SRVLWLRQDQGRXU QHHGIRUDGGLWLRQDOIXQGV

	)URPWLPHWRWLPHZHHYDOXDWHRXUH[LVWLQJIDFLOLWLHVDQGRSHUDWLRQVDQGWKHLUVWUDWHJLFLPSRUWDQFHWRXV,IZHGHWHUPLQH

WKDWDJLYHQIDFLOLW\RURSHUDWLRQGRHVQRWKDYHIXWXUHVWUDWHJLFLPSRUWDQFHZHPD\VHOOUHORFDWHFRQVROLGDWHRURWKHUZLVHGLVSRVH RIWKRVHRSHUDWLRQV$OWKRXJKZHEHOLHYHRXURSHUDWLRQVZRXOGQRWEHPDWHULDOO\LPSDLUHGE\VXFKGLVSRVLWLRQVUHORFDWLRQVRU FRQVROLGDWLRQVZHFRXOGLQFXUVLJQLILFDQWFDVKRUQRQFDVKFKDUJHVLQFRQQHFWLRQZLWKWKHP 
/LTXLGLW\

	$VRI0DUFKZHKDGFDVKRIRIZKLFKDSSUR[LPDWHO\ZDVFDVKKHOGE\RXUIRUHLJQRSHUDWLRQV
:H H[SHFW WKDW RXU XQGLVWULEXWHG IRUHLJQ HDUQLQJV ZLOO EH UHLQYHVWHG LQGHILQLWHO\ IRU ZRUNLQJ FDSLWDO LQWHUQDO JURZWK DQG DFTXLVLWLRQVIRUDQGE\RXUIRUHLJQVXEVLGLDULHVZLWKWKHH[FHSWLRQRIRXU&DQDGLDQRSHUDWLRQVDVWKHUHDUHQRFXUUHQWSODQVWR H[SDQGRQWKHVDOHVRSHUDWLRQVZLWKLQWKDWMXULVGLFWLRQ$VGLVFXVVHGLQIXUWKHUGHWDLOEHORZZHDOVRKDYHWKHDELOLW\WRERUURZ PRQH\IURPRXUH[LVWLQJFUHGLWIDFLOLWLHV
	
'RPHVWLF&UHGLW)DFLOLW\


 ,QILVFDO5%&%HDULQJV,QFRUSRUDWHGRXUWRSKROGLQJFRPSDQ\DQGRXU5ROOHU%HDULQJ&RPSDQ\RI$PHULFD,QF VXEVLGLDU\³5%&$´HQWHUHGLQWRD&UHGLW$JUHHPHQWWKH³&UHGLW$JUHHPHQW´ZLWK:HOOV)DUJR%DQN1DWLRQDO$VVRFLDWLRQ ³:HOOV)DUJR´DV$GPLQLVWUDWLYH$JHQW&ROODWHUDO$JHQW6ZLQJOLQH/HQGHUDQG/HWWHURI&UHGLW,VVXHUDQGWKHRWKHUOHQGHUV SDUW\WKHUHWR7KH&UHGLW$JUHHPHQWSURYLGHVWKH&RPSDQ\ZLWKDDWHUPORDQWKH³7HUP/RDQ´ZKLFKZDVXVHGWR IXQGDSRUWLRQRIWKHFDVKSXUFKDVHSULFHIRUWKHDFTXLVLWLRQRI'RGJH,QGXVWULDODQGWRSD\UHODWHGIHHVDQGH[SHQVHVDQGED UHYROYLQJFUHGLWIDFLOLW\WKH³5HYROYLQJ&UHGLW)DFLOLW\´DQGWRJHWKHUZLWKWKH7HUP/RDQWKH³)DFLOLWLHV´'HEWLVVXDQFH FRVWVDVVRFLDWHGZLWKWKH&UHGLW$JUHHPHQWWRWDOHGDQGDUHEHLQJDPRUWL]HGRYHUWKHOLIHRIWKH&UHGLW$JUHHPHQW 

	$PRXQWV RXWVWDQGLQJ XQGHU WKH )DFLOLWLHV JHQHUDOO\ EHDU LQWHUHVW DW HLWKHU DW WKH &RPSDQ\¶V RSWLRQ D D EDVH UDWH

GHWHUPLQHGE\UHIHUHQFHWRWKHKLJKHURIL:HOOV)DUJR¶VSULPHOHQGLQJUDWHLLWKHIHGHUDOIXQGVHIIHFWLYHUDWHSOXVDQG LLL7HUP62)5DVGHILQHGLQWKH&UHGLW$JUHHPHQWEDVHGRQ62)5WKHVHFXUHGRYHUQLJKWILQDQFLQJUDWHDGPLQLVWHUHGE\WKH )HGHUDO5HVHUYH%DQNRI1HZ<RUNSOXVRUE7HUP62)5SOXVDFUHGLWVSUHDGDGMXVWPHQWRISOXVDPDUJLQ UDQJLQJ IURP  WR GHSHQGLQJRQWKH&RPSDQ\¶VFRQVROLGDWHGUDWLRRIWRWDOQHWGHEWWRFRQVROLGDWHG(%,7'$DV GHILQHGZLWKLQWKH&UHGLW$JUHHPHQWIURPWLPHWRWLPH7KH)DFLOLWLHVDUHVXEMHFWWRD62)5IORRURI$VRI0DUFK WKH&RPSDQ\¶VPDUJLQZDVIRU62)5ORDQVWKHFRPPLWPHQWIHHUDWHZDVDQGWKHOHWWHURIFUHGLWIHHUDWH ZDV$SRUWLRQRIWKH7HUP/RDQLVVXEMHFWWRDIL[HGUDWHLQWHUHVWVZDSDVGLVFXVVHGLQ1RWH 

 7KH 7HUP /RDQ PDWXUHV LQ 1RYHPEHU  DQG DPRUWL]HV LQ TXDUWHUO\ LQVWDOOPHQWV ZLWK WKH EDODQFH SD\DEOH RQ WKH PDWXULW\GDWH7KH&RPSDQ\FDQHOHFWWRSUHSD\VRPHRUDOORIWKHRXWVWDQGLQJEDODQFHIURPWLPHWRWLPHZLWKRXWSHQDOW\ZKLFK

ZLOORIIVHWIXWXUHTXDUWHUO\DPRUWL]DWLRQLQVWDOOPHQWV'XHWRSUHSD\PHQWVSUHYLRXVO\PDGHWKHUHTXLUHGIXWXUHSULQFLSDOSD\PHQWV RQWKH7HUP/RDQDUHIRUILVFDODQGIRUILVFDO7KH5HYROYLQJ&UHGLW)DFLOLW\H[SLUHVLQ1RYHPEHUDW ZKLFKWLPHDOODPRXQWVRXWVWDQGLQJXQGHUWKH5HYROYLQJ&UHGLW)DFLOLW\ZLOOEHSD\DEOH 

 7KH &UHGLW $JUHHPHQW UHTXLUHV WKH &RPSDQ\ WR FRPSO\ ZLWK YDULRXV FRYHQDQWV LQFOXGLQJ WKH IROORZLQJ ILQDQFLDO FRYHQDQWVDDPD[LPXP7RWDO1HW/HYHUDJH5DWLRDVGHILQHGZLWKLQWKH&UHGLW$JUHHPHQWRIZKLFKPD[LPXP 7RWDO1HW/HYHUDJH5DWLRVKDOOGHFUHDVHGXULQJFHUWDLQVXEVHTXHQWWHVWSHULRGVDVVHWIRUWKLQWKH&UHGLW$JUHHPHQWSURYLGHGWKDW QRPRUHWKDQRQFHGXULQJWKHWHUPRIWKH)DFLOLWLHVVXFKPD[LPXPUDWLRDSSOLFDEOHDWVXFKWLPHPD\EHLQFUHDVHGE\WKH&RPSDQ\
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OLPLWDWLRQVRIWKH&UHGLW$JUHHPHQW


	7KH&RPSDQ\¶VGRPHVWLFVXEVLGLDULHVKDYHJXDUDQWHHGWKH&RPSDQ\¶VREOLJDWLRQVXQGHUWKH&UHGLW$JUHHPHQWDQGWKH

&RPSDQ\¶VREOLJDWLRQVDQGWKHGRPHVWLFVXEVLGLDULHV¶JXDUDQW\DUHVHFXUHGE\DSOHGJHRIVXEVWDQWLDOO\DOORIWKHDVVHWVRIWKH

&RPSDQ\DQGLWVGRPHVWLFVXEVLGLDULHV


 $VRI0DUFKZDVRXWVWDQGLQJXQGHUWKH7HUP/RDQZDVRXWVWDQGLQJXQGHUWKH5HYROYLQJ&UHGLW )DFLOLW\DQGRIWKH5HYROYLQJ&UHGLW)DFLOLW\ZDVEHLQJXWLOL]HGWRSURYLGHOHWWHUVRIFUHGLWWRVHFXUHWKH&RPSDQ\¶VREOLJDWLRQV UHODWLQJWRFHUWDLQLQVXUDQFHSURJUDPV7KH&RPSDQ\KDGWKHDELOLW\WRERUURZXSWRDQDGGLWLRQDOXQGHUWKH5HYROYLQJ
&UHGLW)DFLOLW\DVRI0DUFK	

6HQLRU1RWHV

	,Q ILVFDO  5%&$ LVVXHG  DJJUHJDWH SULQFLSDO DPRXQW RI  6HQLRU 1RWHV GXH  WKH ³6HQLRU

1RWHV´7KHQHWSURFHHGVIURPWKHLVVXDQFHRIWKH6HQLRU1RWHVZHUHDSSUR[LPDWHO\DIWHUGHGXFWLQJLQLWLDOSXUFKDVHUV¶

GLVFRXQWVDQGFRPPLVVLRQVDQGRIIHULQJH[SHQVHVDQGZHUHXVHGWRIXQGDSRUWLRQRIWKHSXUFKDVHSULFHIRUWKHDFTXLVLWLRQRI

'RGJH


 7KH6HQLRU1RWHV ZHUH LVVXHGSXUVXDQW WRDQ LQGHQWXUHZLWK:LOPLQJWRQ7UXVW 1DWLRQDO $VVRFLDWLRQDVWUXVWHHWKH ³,QGHQWXUH´

	7KH 6HQLRU 1RWHV DUH JXDUDQWHHG MRLQWO\ DQG VHYHUDOO\ RQ D VHQLRU XQVHFXUHG EDVLV E\ 5%& %HDULQJV DQG FHUWDLQ RI

5%&$¶VH[LVWLQJDQGIXWXUHZKROO\RZQHGGRPHVWLFVXEVLGLDULHVWKDWDOVRJXDUDQWHHWKH&UHGLW$JUHHPHQW 

	,QWHUHVWRQWKH6HQLRU1RWHVDFFUXHVDWDUDWHRIDQGLVSD\DEOHVHPL±DQQXDOO\LQFDVKLQDUUHDUVRQ$SULODQG

2FWREHURIHDFK\HDU

	7KH6HQLRU1RWHVZLOOPDWXUHRQ2FWREHU7KH&RPSDQ\PD\UHGHHPVRPHRUDOORIWKH6HQLRU1RWHVDWDQ\

WLPHRQRUDIWHU2FWREHUDWWKHUHGHPSWLRQSULFHVVHWIRUWKLQWKH,QGHQWXUHSOXVDFFUXHGDQGXQSDLGLQWHUHVWLIDQ\WR

EXWH[FOXGLQJWKHUHGHPSWLRQGDWH7KH&RPSDQ\PD\DOVRUHGHHPXSWRRIWKH6HQLRU1RWHVXVLQJWKHSURFHHGVRIFHUWDLQ

HTXLW\RIIHULQJVFRPSOHWHGEHIRUH2FWREHUDWDUHGHPSWLRQSULFHHTXDOWRRIWKHSULQFLSDODPRXQWWKHUHRI

SOXVDFFUXHGDQGXQSDLGLQWHUHVWLIDQ\WREXWH[FOXGLQJWKHUHGHPSWLRQGDWH,IWKH&RPSDQ\VHOOVFHUWDLQRILWVDVVHWVRU

H[SHULHQFHVVSHFLILFNLQGVRIFKDQJHVLQFRQWUROWKH&RPSDQ\PXVWRIIHUWRSXUFKDVHWKH6HQLRU1RWHV

)RUHLJQ%RUURZLQJ$UUDQJHPHQWV


 2QHRIRXUIRUHLJQVXEVLGLDULHV6FKDXEOLQ6$KDVD&+)DSSUR[LPDWHO\86'FUHGLWOLQHWKH³)RUHLJQ&UHGLW /LQH´ZLWK&UHGLW6XLVVH6ZLW]HUODQG/WGWRSURYLGHIXWXUHZRUNLQJFDSLWDOLIQHFHVVDU\$VRI0DUFKZDVEHLQJ XWLOL]HGWRSURYLGHDEDQNJXDUDQWHH)HHVDVVRFLDWHGZLWKWKH)RUHLJQ&UHGLW/LQHDUHQRPLQDO
	
	,Q-XO\6ZLVV7RRO6\VWHPVRQHRIRXUIRUHLJQVXEVLGLDULHVSXUFKDVHGWKHEXLOGLQJZKHUHLWRSHUDWHVIRU&+)

DSSUR[LPDWHO\86'DQGWRRNRXWD\HDUIL[HGUDWHPRUWJDJHRQWKHEXLOGLQJIRU&+)DSSUR[LPDWHO\86'

,QWHUHVW5DWH6ZDS

,QILVFDOWKH&RPSDQ\HQWHUHGLQWRDWKUHH\HDU86GROODUGHQRPLQDWHGLQWHUHVWUDWHVZDS³WKH,QWHUHVW5DWH 6ZDS´IURPDWKLUGSDUW\ILQDQFLDOFRXQWHUSDUW\XQGHUWKH&UHGLW$JUHHPHQW7KH,QWHUHVW5DWH6ZDSZDVH[HFXWHGWRSURWHFW WKH&RPSDQ\IURPLQWHUHVWUDWHYRODWLOLW\RQRXUYDULDEOHUDWH7HUP/RDQ7KH,QWHUHVW5DWH6ZDSEHFDPHHIIHFWLYH'HFHPEHU







DQGLVFRPSULVHGRIDQRWLRQDOZLWKDPDWXULW\RIWKUHH\HDUV:HUHFHLYHDYDULDEOHUDWHEDVHGRQRQHPRQWK

7HUP62)5DQGSD\DIL[HGUDWHRI7KHQRWLRQDORQWKH,QWHUHVW5DWH6ZDSZLOODPRUWL]HDVIROORZV
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<HDU
<HDU


	7KH,QWHUHVW5DWH6ZDSKDVEHHQGHVLJQDWHGDVDFDVKIORZKHGJHRIWKHYDULDELOLW\RIWKHILUVWXQKHGJHGLQWHUHVWSD\PHQWV

WKHKHGJHGWUDQVDFWLRQVSDLGRYHUWKHKHGJLQJUHODWLRQVKLS¶VVSHFLILHGWLPHSHULRGRIWKUHH\HDUVDWWULEXWDEOHWRWKHERUURZLQJ¶V

FRQWUDFWXDOO\VSHFLILHG LQWHUHVWLQGH[RQWKHKHGJHGSULQFLSDORILWVJHQHUDOERUURZLQJSURJUDPRUUHSODFHPHQWRUUHILQDQFLQJ

WKHUHRI

&URVV&XUUHQF\6ZDS

7KH&RPSDQ\LVH[SRVHGWRIRUHLJQH[FKDQJHUDWHIOXFWXDWLRQVDVVRPHRIRXUVXEVLGLDULHVRSHUDWHLQYDULRXV

FRXQWULHV


2Q$XJXVWWKH&RPSDQ\HQWHUHGLQWRWKH&URVV&XUUHQF\6ZDSZLWKDWKLUGSDUW\ILQDQFLDOFRXQWHUSDUW\ 7KHREMHFWLYHRIWKH&URVV&XUUHQF\6ZDSLVWRHFRQRPLFDOO\KHGJHWKH&RPSDQ\¶VQHWLQYHVWPHQWLQLWVORZHUWLHU(XURSHDQ VXEVLGLDU\6FKDXEOLQDJDLQVWDGYHUVHFKDQJHVLQWKH6ZLVVIUDQF86GROODUH[FKDQJHUDWH7KH&URVV&XUUHQF\6ZDSLVEDVHG XSRQDQHWLQYHVWPHQWRI&+)86'QRWLRQDODPRXQWZLWKDWKUHH\HDUPDWXULW\GDWH5%&UHFHLYHVDIL[HG86 GROODUDPRXQWRQDPRQWKWRPRQWKEDVLVEDVHGXSRQDIL[HGDQQXDOUDWHRIRIWKHQRWLRQDODPRXQW$WPDWXULW\5%& ZLOOQHWVHWWOHWKHSULQFLSDORIWKH&URVV&XUUHQF\6ZDSLQFDVKZLWKWKHFRXQWHUSDUW\7KH&URVV&XUUHQF\6ZDSKDVEHHQ GHVLJQDWHGDVDQHWLQYHVWPHQWKHGJHRQDQDIWHUWD[EDVLV

3UHIHUUHG6WRFN

 3ULRUWR2FWREHUWKH&RPSDQ\KDGRXWVWDQGLQJVKDUHVRI6HULHV$0DQGDWRU\&RQYHUWLEOH 3UHIHUUHG6WRFN³0&36´WRZKLFKZHSDLGDTXDUWHUO\GLYLGHQGDJJUHJDWLQJEXWRQWKDWGDWHHDFKWKHQRXWVWDQGLQJVKDUH RIWKH0&36FRQYHUWHGLQWRVKDUHVRIFRPPRQVWRFNUHVXOWLQJLQWKHUHWLUHPHQWRIWKH0&36DQGWKHLVVXDQFHRI VKDUHVRIFRPPRQVWRFN%HFDXVHWKH0&36LVQRORQJHURXWVWDQGLQJWKH&RPSDQ\ZLOOQRWSD\0&36GLYLGHQGVLQWKHIXWXUH UHVXOWLQJLQDFDVKVDYLQJVRISHU\HDU

&DVK)ORZV

)LVFDO&RPSDUHGWR)LVFDO

7KHIROORZLQJWDEOHVXPPDUL]HVRXUFDVKIORZDFWLYLWLHV
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	&KDQJH
	

	1HWFDVKSURYLGHGE\XVHGLQ
	
	
	

	2SHUDWLQJDFWLYLWLHV
	
	
	

	,QYHVWLQJDFWLYLWLHV
	
	
	

	)LQDQFLQJDFWLYLWLHV
	
	
	

	(IIHFWRIH[FKDQJHUDWHFKDQJHVRQFDVK
	
	
	

	'HFUHDVHLQFUHDVHLQFDVK
	
	
	
	
	
	






 7KHIROORZLQJFKDUWVXPPDUL]HVWKHLPSDFWRQFDVKIORZIURPRSHUDWLQJDVVHWVDQGOLDELOLWLHVIRUILVFDOYHUVXV ILVFDO
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	&DVKSURYLGHGE\XVHGLQ
	
	
	

	$FFRXQWVUHFHLYDEOH
	
	
	

	,QYHQWRU\
	
	
	

	3UHSDLGH[SHQVHVDQGRWKHUFXUUHQWDVVHWV
	
	
	

	2WKHUQRQFXUUHQWDVVHWV
	
	
	

	$FFRXQWVSD\DEOH
	
	
	

	$FFUXHGH[SHQVHVDQGRWKHUFXUUHQWOLDELOLWLHV
	
	
	

	2WKHUQRQFXUUHQWOLDELOLWLHV
	
	
	

	7RWDOFKDQJHLQRSHUDWLQJDVVHWVDQGOLDELOLWLHV
	
	
	
	
	


	

'XULQJILVFDOZHXVHGIRULQYHVWLQJDFWLYLWLHVDVFRPSDUHGWRIRUILVFDO7KLVGHFUHDVHLQFDVK

XVHGZDVSULPDULO\DWWULEXWDEOHWROHVVFDVKXVHGIRUDFTXLVLWLRQVLQILVFDO7KLVZDVSDUWLDOO\RIIVHWE\PRUH

FDSLWDOH[SHQGLWXUHVDQGOHVVSURFHHGVIURPWKHVDOHRIDVVHWVLQILVFDOFRPSDUHGWRILVFDO

 'XULQJILVFDOZHXVHGFDVKRIIRUILQDQFLQJDFWLYLWLHVFRPSDUHGWRLQILVFDO7KLVFKDQJH ZDVSULPDULO\GXHWRPRUHUHSD\PHQWVRQRXUUHYROYLQJFUHGLWIDFLOLWLHVDQGPRUHUHSD\PHQWVRQWKH7HUP/RDQ SDUWLDOO\RIIVHWE\PRUHSURFHHGVIURPRXUUHYROYLQJFUHGLWIDFLOLWLHVPRUHSURFHHGVIURPWKHH[HUFLVHRIHPSOR\HH VWRFNRSWLRQVSURFHHGVIURPDPRUWJDJHDQGOHVVSUHIHUUHGVWRFNGLYLGHQGVSDLG 
&DSLWDO([SHQGLWXUHV

	2XU FDSLWDO H[SHQGLWXUHV LQ ILVFDO  ZHUH  FRPSDUHG WR  LQ ILVFDO   :H H[SHFW WR PDNH FDSLWDO

H[SHQGLWXUHVRIDSSUR[LPDWHO\WRRIQHWVDOHVGXULQJILVFDOLQFRQQHFWLRQZLWKRXUH[LVWLQJEXVLQHVV:HIXQGHG

RXUILVFDOFDSLWDOH[SHQGLWXUHVDQGH[SHFWWRIXQGILVFDOFDSLWDOH[SHQGLWXUHVSULQFLSDOO\WKURXJKH[LVWLQJFDVKDQG

LQWHUQDOO\JHQHUDWHGIXQGV:HPD\DOVRPDNHVXEVWDQWLDODGGLWLRQDOFDSLWDOH[SHQGLWXUHVLQFRQQHFWLRQZLWKDFTXLVLWLRQV


&ULWLFDO$FFRXQWLQJ3ROLFLHVDQG(VWLPDWHV

 2XUGLVFXVVLRQDQGDQDO\VLVRIRXUILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQVDUHEDVHGXSRQRXUFRQVROLGDWHGILQDQFLDO VWDWHPHQWVZKLFKKDYHEHHQSUHSDUHGLQDFFRUGDQFHZLWK86JHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV7KHSUHSDUDWLRQRIWKHVH ILQDQFLDOVWDWHPHQWVUHTXLUHVXVWRPDNHHVWLPDWHVDQGMXGJPHQWVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVOLDELOLWLHVUHYHQXHV

DQGH[SHQVHVDQGUHODWHGGLVFORVXUHRIFRQWLQJHQWDVVHWVDQGOLDELOLWLHV:HHYDOXDWHRXUHVWLPDWHVRQDQRQJRLQJEDVLV(VWLPDWHV DUHXVHGIRUEXWQRWOLPLWHGWRWKHDFFRXQWLQJIRUWKHDOORZDQFHIRUFUHGLWORVVHVYDOXDWLRQRILQYHQWRULHVJRRGZLOODQGLQWDQJLEOH DVVHWV GHSUHFLDWLRQ DQG DPRUWL]DWLRQ LQFRPH WD[HV DQG WD[ UHVHUYHV WKH YDOXDWLRQ RI RSWLRQV DQG WKH YDOXDWLRQ RI EXVLQHVV FRPELQDWLRQV:HEDVHRXUHVWLPDWHVRQKLVWRULFDOH[SHULHQFHDQGRQYDULRXVRWKHUDVVXPSWLRQVWKDWDUHEHOLHYHGWREHUHDVRQDEOH XQGHUWKHFLUFXPVWDQFHVWKHUHVXOWVRIZKLFKIRUPWKHEDVLVIRUPDNLQJMXGJPHQWVDERXWWKHFDUU\LQJYDOXHVRIDVVHWVDQGOLDELOLWLHV WKDWDUHQRWUHDGLO\DSSDUHQWIURPRWKHUVRXUFHV:HEHOLHYHRXUMXGJPHQWVUHODWHGWRWKHVHDFFRXQWLQJHVWLPDWHVDUHDSSURSULDWH $FWXDOUHVXOWVPD\GLIIHUIURPWKHVHHVWLPDWHVXQGHUGLIIHUHQWDVVXPSWLRQVRUFRQGLWLRQV 

 5HYHQXH5HFRJQLWLRQ7KHSHUIRUPDQFHREOLJDWLRQVIRUWKHPDMRULW\RI5%&¶VSURGXFWVDOHVDUHVDWLVILHGDWWKHSRLQWLQ WLPHLQZKLFKWKHSURGXFWVDUHVKLSSHG7KH&RPSDQ\KDVGHWHUPLQHGWKDWWKHFXVWRPHUREWDLQVFRQWUROXSRQVKLSPHQWRIWKH SURGXFWEDVHGRQWKHVKLSSLQJWHUPVLHZKHQLWVKLSVIURP5%&¶VGRFNRUZKHQWKHSURGXFWDUULYHVDWWKHFXVWRPHU¶VGRFNDQG
UHFRJQL]HVUHYHQXHZKHQFRQWUROKDVWUDQVIHUUHGWRWKHFXVWRPHU2QFHDFXVWRPHUKDVREWDLQHGFRQWUROWKHFXVWRPHULVDEOHWR GLUHFWWKHXVHRIDQGREWDLQVXEVWDQWLDOO\DOORIWKHUHPDLQLQJEHQHILWVIURPWKHDVVHW$SSUR[LPDWHO\RIWKH&RPSDQ\¶V UHYHQXHZDVUHFRJQL]HGLQWKLVPDQQHUEDVHGRQVDOHVIRUWKHILVFDO\HDUVHQGHG0DUFKDQG0DUFK 

 ,QYHQWRU\,QYHQWRU\LVVWDWHGDWWKHORZHURIFRVWRUQHWUHDOL]DEOHYDOXH&RVWLVGHWHUPLQHGE\WKHILUVWLQILUVWRXW PHWKRG:HDFFRXQWIRULQYHQWRU\XQGHUDIXOODEVRUSWLRQPHWKRG:HUHFRUGDGMXVWPHQWVWRWKHYDOXHRILQYHQWRU\EDVHGXSRQ SDVWVDOHVKLVWRU\DQGIRUHFDVWHGSODQVWRVHOORXULQYHQWRULHV7KHSK\VLFDOFRQGLWLRQLQFOXGLQJDJHDQGTXDOLW\RIWKHLQYHQWRULHV LVDOVRFRQVLGHUHGLQHVWDEOLVKLQJLWVYDOXDWLRQ7KHVHDGMXVWPHQWVDUHHVWLPDWHVZKLFKFRXOGYDU\VLJQLILFDQWO\HLWKHUIDYRUDEO\

RUXQIDYRUDEO\IURPDFWXDOUHTXLUHPHQWVLIIXWXUHHFRQRPLFFRQGLWLRQVFXVWRPHULQYHQWRU\OHYHOVRUFRPSHWLWLYHFRQGLWLRQVGLIIHU

IURPRXUH[SHFWDWLRQV

	*RRGZLOO DQG ,QGHILQLWH/LYHG ,QWDQJLEOH $VVHWV *RRGZLOO UHSUHVHQWLQJ WKH H[FHVVRI WKH DPRXQW SDLG WR DFTXLUH D

FRPSDQ\RYHUWKHHVWLPDWHGIDLUYDOXHRIWKHQHWDVVHWVDFTXLUHGDQGLQGHILQLWHOLYHGLQWDQJLEOHDVVHWVDUHQRWDPRUWL]HGEXWLQVWHDG

DUHWHVWHGIRULPSDLUPHQWDQQXDOO\RUZKHQHYHQWVRUFLUFXPVWDQFHVLQGLFDWHWKDWWKHFDUU\LQJYDOXHRIVXFKDVVHWPD\QRWEH

UHFRYHUDEOH6HSDUDWHWHVWVDUHSHUIRUPHGIRUJRRGZLOODQGLQGHILQLWHOLYHGLQWDQJLEOHDVVHWV7KH&RPSDQ\SHUIRUPVWKHDQQXDO





LPSDLUPHQWWHVWLQJGXULQJWKHIRXUWKTXDUWHURIHDFKILVFDO\HDU:HFRPSOHWHGDTXDQWLWDWLYHWHVWRILPSDLUPHQWRQWKHLQGHILQLWH

OLYHGLQWDQJLEOHDVVHWVZLWKQRLPSDLUPHQWQRWHGLQILVFDO\HDU7KHGHWHUPLQDWLRQRIDQ\JRRGZLOOLPSDLUPHQWLVPDGHDWWKH

UHSRUWLQJXQLWOHYHO7KH&RPSDQ\GHWHUPLQHVWKHIDLUYDOXHRIDUHSRUWLQJXQLWDQGFRPSDUHVLWWRLWVFDUU\LQJDPRXQW,IWKH

FDUU\LQJDPRXQWRIWKHUHSRUWLQJXQLWH[FHHGVLWVIDLUYDOXHDQLPSDLUPHQWORVVLVUHFRJQL]HGIRUWKHDPRXQWE\ZKLFKWKHFDUU\LQJ

DPRXQWH[FHHGVWKHUHSRUWLQJXQLWVIDLUYDOXH7KH&RPSDQ\DSSOLHVWKHLQFRPHDSSURDFKGLVFRXQWHGFDVKIORZPHWKRGLQ

WHVWLQJJRRGZLOOIRULPSDLUPHQW7KHNH\DVVXPSWLRQXVHGLQWKHGLVFRXQWHGFDVKIORZPHWKRGXVHGWRHVWLPDWHIDLUYDOXHLVJURVV

PDUJLQZKLFKLVDIIHFWHGE\H[SHFWDWLRQVDERXWIXWXUHPDUNHWRUHFRQRPLFFRQGLWLRQV7KHIDLUYDOXHRIWKHUHSRUWLQJXQLWVH[FHHGV

WKHFDUU\LQJYDOXHE\DPLQLPXPRIDWHDFKRIWKHWZRUHSRUWLQJXQLWV$VVXPLQJQRJURZWKLQJURVVPDUJLQZLWKLQWKH

PRGHOZRXOGQRWUHVXOWLQLPSDLUPHQWRIJRRGZLOOIRUDQ\RIRXUUHSRUWLQJXQLWV$OWKRXJKQRFKDQJHVDUHH[SHFWHGLIWKHDFWXDO

UHVXOWVRIWKH&RPSDQ\DUHOHVVIDYRUDEOHWKDQWKHDVVXPSWLRQVWKH&RPSDQ\PDNHVUHJDUGLQJHVWLPDWHGFDVKIORZVWKH&RPSDQ\

PD\EHUHTXLUHGWRUHFRUGDQLPSDLUPHQWFKDUJHLQWKHIXWXUH


	9DOXDWLRQRI%XVLQHVV&RPELQDWLRQV:HDOORFDWHWKHDPRXQWVZHSD\IRUHDFKDFTXLVLWLRQWRWKHDVVHWVZHDFTXLUHDQG

OLDELOLWLHVZHDVVXPHEDVHGRQWKHLUHVWLPDWHGIDLUYDOXHVDWWKHGDWHRIDFTXLVLWLRQLQFOXGLQJLGHQWLILDEOHLQWDQJLEOHDVVHWVZKLFK

HLWKHUDULVHIURPDFRQWUDFWXDORUOHJDOULJKWRUDUHVHSDUDEOHIURPJRRGZLOO:HEDVHWKHIDLUYDOXHRILGHQWLILDEOHLQWDQJLEOHDVVHWV

DFTXLUHGLQDEXVLQHVVFRPELQDWLRQRQGHWDLOHGYDOXDWLRQVZKLFKDUHSUHSDUHGZLWKWKHDVVLVWDQFHRIDVSHFLDOLVWDQGFRQVLGHURXU

EHVWHVWLPDWHVRILQSXWVDQGDVVXPSWLRQVWKDWDPDUNHWSDUWLFLSDQWZRXOGXVH:HXWLOL]HDVSHFLDOLVWIRUWKHVHYDOXDWLRQVGXHWR WKH FRPSOH[LW\ DQG HVWLPDWLRQ XQFHUWDLQW\ LQYROYHG LQ GHWHUPLQLQJ WKH IDLU YDOXH JLYHQ WKH VLJQLILFDQW DVVXPSWLRQV LQYROYHG 6LJQLILFDQWDVVXPSWLRQVXWLOL]HGLQWKHYDOXDWLRQPRGHOVLQFOXGHGLVFRXQWUDWHVUHYHQXHJURZWKUDWHVDQG(%,7'$PDUJLQV:H DOORFDWHWRJRRGZLOODQ\H[FHVVSXUFKDVHSULFHRYHUWKHIDLUYDOXHRIWKHQHWWDQJLEOHDQGLGHQWLILDEOHLQWDQJLEOHDVVHWVDFTXLUHG

7UDQVDFWLRQFRVWVDVVRFLDWHGZLWKWKHVHDFTXLVLWLRQVDUHH[SHQVHGDVLQFXUUHGWKURXJKRWKHUQHWRQWKHFRQVROLGDWHGVWDWHPHQWVRI

RSHUDWLRQV




MXGJPHQWLVUHTXLUHGLQGHWHUPLQLQJRXUSURYLVLRQIRULQFRPHWD[HVGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVDFFUXDOIRUXQFHUWDLQWD[ SRVLWLRQVDQGDQ\YDOXDWLRQDOORZDQFHUHFRJQL]HGDJDLQVWQHWGHIHUUHGWD[DVVHWV 

5HFHQW$FFRXQWLQJ3URQRXQFHPHQWV

	)RUDGLVFXVVLRQRIUHFHQWDFFRXQWLQJSURQRXQFHPHQWVUHIHUWR1RWH

2II%DODQFH6KHHW$UUDQJHPHQWV


 7KH&RPSDQ\KDVRIRXWVWDQGLQJVWDQGE\OHWWHUVRIFUHGLWDOORIZKLFKDUHXQGHUWKH5HYROYLQJ&UHGLW)DFLOLW\:H KDGQRVLJQLILFDQWRIIEDODQFHVKHHWDUUDQJHPHQWVDVRI0DUFK

,7(0$48$17,7$7,9($1'48$/,7$7,9(',6&/2685(6$%2870$5.(75,6.
	
	

	
	:HDUHH[SRVHGWRPDUNHWULVNVZKLFKDULVHGXULQJWKHQRUPDOFRXUVHRIEXVLQHVVIURPFKDQJHVLQLQWHUHVWUDWHVDQG

	IRUHLJQFXUUHQF\H[FKDQJHUDWHV

	
	

	
	,QWHUHVW5DWHV:HFXUUHQWO\KDYHYDULDEOHUDWHGHEWRXWVWDQGLQJXQGHUWKH7HUP/RDQ)DFLOLW\:HUHJXODUO\HYDOXDWHWKH

	LPSDFWRILQWHUHVWUDWHFKDQJHVRQRXUQHWLQFRPHDQGFDVK IORZDQGWDNHDFWLRQWROLPLW RXUH[SRVXUHZKHQDSSURSULDWH$V

	GLVFXVVHGLQ³/LTXLGLW\DQG&DSLWDO5HVRXUFHV´LQ,WHPRIWKLV$QQXDO5HSRUWZHKDYHXWLOL]HGWKH,QWHUHVW5DWH6ZDSWRIL[D

	SRUWLRQRIWKHYDULDEOHUDWHLQWHUHVWH[SHQVHDVVRFLDWHGZLWKWKH7HUP/RDQ

	
	
















	)RUHLJQ &XUUHQF\ ([FKDQJH 5DWHV  $V DQ LQWHUQDWLRQDO FRPSDQ\ RXU RSHUDWLRQV WUDQVDFW LQ WKH IROORZLQJ IRUHLJQ

FXUUHQFLHV

	x
	$XVWUDOLD±$XVWUDOLDQGROODU
	x
	,QGLD±UXSHH

	x
	&DQDGD±&DQDGLDQGROODU
	x
	0H[LFR±SHVR

	x
	&KLQD±&KLQHVH\XDQ
	x
	3RODQG±]ORW\

	x
	)UDQFHDQG*HUPDQ\±HXUR
	x
	6ZLW]HUODQG±6ZLVVIUDQF

	x
	(QJODQG±%ULWLVKSRXQG
	
	

	
	
	
	



RXURSHUDWLQJFRVWVDIIHFWLQJRXUFRPSHWLWLYHQHVVDQGRXUSURILWDELOLW\ 

 &KDQJHV LQ H[FKDQJH UDWHV EHWZHHQ WKH 86 GROODU DQG RWKHU FXUUHQFLHV DQG YRODWLOH HFRQRPLF SROLWLFDO DQG PDUNHW FRQGLWLRQV LQ HPHUJLQJ PDUNHW FRXQWULHV KDYH LQ WKH SDVW DGYHUVHO\ DIIHFWHG RXU ILQDQFLDO SHUIRUPDQFH DQG PD\ LQ WKH IXWXUH DGYHUVHO\DIIHFWWKHYDOXHRIRXUDVVHWVORFDWHGRXWVLGHWKH8QLWHG6WDWHVDQGRXUUHVXOWVRIRSHUDWLRQV 

 :H SHULRGLFDOO\ HQWHU LQWR GHULYDWLYH ILQDQFLDO LQVWUXPHQWV WR UHGXFH WKH HIIHFW RI IOXFWXDWLRQV LQ H[FKDQJH UDWHV RQ WUDQVDFWLRQVDQGDFFRXQWEDODQFHVGHQRPLQDWHGLQQRQIXQFWLRQDOFXUUHQFLHV$VRI0DUFKWKH&RPSDQ\KDGWKH&URVV &XUUHQF\6ZDSZKLFKLVGLVFXVVHGLQ³/LTXLGLW\DQG&DSLWDO5HVRXUFHV´LQ,WHPRIWKLV$QQXDO5HSRUW 

	









































,7(0),1$1&,$/67$7(0(176$1'6833/(0(17$5<'$7$


5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP

7RWKH6WRFNKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI5%&%HDULQJV,QFRUSRUDWHG


2SLQLRQRQWKH)LQDQFLDO6WDWHPHQWV

:HKDYHDXGLWHGWKHDFFRPSDQ\LQJFRQVROLGDWHGEDODQFHVKHHWVRI5%&%HDULQJV,QFRUSRUDWHGWKH&RPSDQ\DVRI0DUFK

DQG0DUFKWKHUHODWHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQVFRPSUHKHQVLYHLQFRPHVWRFNKROGHUV¶HTXLW\DQG

FDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG0DUFKDQGWKHUHODWHGQRWHVFROOHFWLYHO\UHIHUUHGWRDVWKH ³FRQVROLGDWHGILQDQFLDOVWDWHPHQWV´,QRXURSLQLRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWV WKHILQDQFLDOSRVLWLRQRIWKH&RPSDQ\DW 0DUFKDQG0DUFKDQGWKHUHVXOWVRILWVRSHUDWLRQVDQGLWVFDVK IORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG0DUFKLQFRQIRUPLW\ZLWK86JHQHUDOO\DFFHSWHGDFFRXQWLQJ SULQFLSOHV


:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG8QLWHG6WDWHV 3&$2%WKH&RPSDQ\VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI0DUFKEDVHGRQFULWHULDHVWDEOLVKHGLQ,QWHUQDO &RQWURO,QWHJUDWHG )UDPHZRUN LVVXHG E\ WKH &RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ  IUDPHZRUNDQGRXUUHSRUWGDWHG0D\H[SUHVVHGDQXQTXDOLILHGRSLQLRQWKHUHRQ

%DVLVIRU2SLQLRQ

7KHVHILQDQFLDOVWDWHPHQWVDUHWKHUHVSRQVLELOLW\RIWKH&RPSDQ\VPDQDJHPHQW2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQ

WKH&RPSDQ\¶VILQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLWV:HDUHDSXEOLFDFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUH

UHTXLUHGWREHLQGHSHQGHQWZLWKUHVSHFWWRWKH&RPSDQ\LQDFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOH

UXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQDQGWKH3&$2%




&ULWLFDO$XGLW0DWWHU


7KHFULWLFDODXGLWPDWWHUFRPPXQLFDWHGEHORZLVDPDWWHUDULVLQJIURPWKHFXUUHQWSHULRGDXGLWRIWKHILQDQFLDOVWDWHPHQWVWKDW ZDVFRPPXQLFDWHGRUUHTXLUHGWREHFRPPXQLFDWHGWRWKHDXGLWFRPPLWWHHDQGWKDWUHODWHVWRDFFRXQWVRUGLVFORVXUHVWKDW DUH PDWHULDO WR WKHILQDQFLDO VWDWHPHQWV DQG  LQYROYHGRXU HVSHFLDOO\ FKDOOHQJLQJ VXEMHFWLYHRU FRPSOH[ MXGJPHQWV 7KH FRPPXQLFDWLRQRIWKHFULWLFDODXGLWPDWWHUGRHVQRWDOWHULQDQ\ZD\RXURSLQLRQRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWDNHQ

DVDZKROHDQGZHDUHQRWE\FRPPXQLFDWLQJWKHFULWLFDODXGLWPDWWHUEHORZSURYLGLQJDVHSDUDWHRSLQLRQRQWKHFULWLFDODXGLW

PDWWHURURQWKHDFFRXQWRUGLVFORVXUHVWRZKLFKLWUHODWHV


	 9DOXDWLRQRI*RRGZLOO±,QGXVWULDO5HSRUWLQJ8QLW


'HVFULSWLRQ RI WKH
0DWWHU	



$W 0DUFK   WKH &RPSDQ\¶V JRRGZLOO ZDV  PLOOLRQ ZKLFK LV DOORFDWHG SULPDULO\ WR WKH ,QGXVWULDOUHSRUWLQJXQLW$VGLVFXVVHGLQ1RWHVDQGRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVJRRGZLOO LV WHVWHG IRU LPSDLUPHQW DW OHDVW DQQXDOO\ DW WKH UHSRUWLQJ XQLW OHYHO $V RI )HEUXDU\   WKH &RPSDQ\¶VPHDVXUHPHQWGDWHWKH&RPSDQ\GHWHUPLQHGWKDWWKHIDLUYDOXHRIWKHUHSRUWLQJXQLWH[FHHGHG LWVFDUU\LQJYDOXHDQGWKHUHIRUHQRLPSDLUPHQWZDVUHFRJQL]HG

$XGLWLQJ PDQDJHPHQW¶V DQQXDO JRRGZLOO LPSDLUPHQW WHVW ZDV FRPSOH[ DQG MXGJPHQWDO GXH WR WKH VLJQLILFDQW HVWLPDWLRQV UHTXLUHG WR GHWHUPLQH WKH IDLU YDOXH RI WKH UHSRUWLQJ XQLW ,Q SDUWLFXODU WKH GHWHUPLQDWLRQRIWKHIDLUYDOXHUHTXLUHGPDQDJHPHQWWRPDNHVLJQLILFDQWDVVXPSWLRQVLQFOXGLQJ JURVV







PDUJLQZKLFKLVDIIHFWHGE\H[SHFWDWLRQVDERXWIXWXUHPDUNHWRUHFRQRPLFFRQGLWLRQV

+RZ:H :H REWDLQHG DQ XQGHUVWDQGLQJ HYDOXDWHG WKHGHVLJQ DQG WHVWHG WKH RSHUDWLQJ HIIHFWLYHQHVV RI FRQWUROV $GGUHVVHGWKH  RYHUWKH&RPSDQ\¶VJRRGZLOOLPSDLUPHQWUHYLHZSURFHVVLQFOXGLQJFRQWUROVRYHUPDQDJHPHQW¶VUHYLHZ

0DWWHULQ2XU RIWKHVLJQLILFDQWDVVXPSWLRQVGHVFULEHGDERYH $XGLW
7R WHVW WKH HVWLPDWHG IDLU YDOXH ZH SHUIRUPHG DXGLW SURFHGXUHV ZLWK WKH DVVLVWDQFH RI RXU YDOXDWLRQ VSHFLDOLVWVWKDWLQFOXGHGDPRQJRWKHUVDVVHVVLQJWKHPHWKRGRORJLHVXWLOL]HGDQGWHVWLQJWKHVLJQLILFDQW DVVXPSWLRQVGLVFXVVHGDERYHDQGWKHXQGHUO\LQJGDWDXVHGE\WKH&RPSDQ\LQLWVDQDO\VLV:HFRPSDUHG

WKHVLJQLILFDQWDVVXPSWLRQVXVHGE\PDQDJHPHQWWRFXUUHQWLQGXVWU\DQGHFRQRPLFWUHQGV:HDVVHVVHG WKH KLVWRULFDO DFFXUDF\ RI PDQDJHPHQW¶V HVWLPDWHV DQG SHUIRUPHG VHQVLWLYLW\ DQDO\VHV RI VLJQLILFDQW DVVXPSWLRQV WR HYDOXDWH FKDQJHV LQ IDLU YDOXH WKDW ZRXOG UHVXOW IURP FKDQJHV LQ WKH XQGHUO\LQJ DVVXPSWLRQV ,Q DGGLWLRQ ZH HYDOXDWHG WKH UHFRQFLOLDWLRQ RI WKH IDLU YDOXH RI WKH UHSRUWLQJ XQLW WR WKH PDUNHWFDSLWDOL]DWLRQRIWKH&RPSDQ\
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5%&%HDULQJV,QFRUSRUDWHG
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5%&%HDULQJV,QFRUSRUDWHG

&RQVROLGDWHG6WDWHPHQWVRI2SHUDWLRQV
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5%&%HDULQJV,QFRUSRUDWHG
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%DODQFHDW$SULO 1HWLQFRPH 6WRFNEDVHGFRPSHQVDWLRQ 3UHIHUUHGVWRFNGLYLGHQGV 7D[ZLWKKROGLQJIRUFRPPRQVWRFNLVVXHGXQGHUHTXLW\LQFHQWLYHSODQV ([HUFLVHRIHTXLW\DZDUGV

&KDQJHLQSHQVLRQDQGSRVWUHWLUHPHQWSODQEHQHILWDGMXVWPHQWVQHWRI

WD[H[SHQVHRI

,VVXDQFHRIUHVWULFWHGVWRFNQHWRIIRUIHLWXUHV

&KDQJHLQIDLUYDOXHRI,QWHUHVW5DWH6ZDSQHWRIWD[EHQHILWRI

&XUUHQF\WUDQVODWLRQDGMXVWPHQWV %DODQFHDW$SULO 1HWLQFRPH 6WRFNEDVHGFRPSHQVDWLRQ 3UHIHUUHGVWRFNGLYLGHQGV 7D[ZLWKKROGLQJIRUFRPPRQVWRFNLVVXHGXQGHUHTXLW\LQFHQWLYHSODQV ([HUFLVHRIHTXLW\DZDUGV

&KDQJHLQSHQVLRQDQGSRVWUHWLUHPHQWSODQEHQHILWDGMXVWPHQWVQHWRIWD[ H[SHQVHRI

,VVXDQFHRIUHVWULFWHGVWRFNQHWRIIRUIHLWXUHV

&KDQJHLQIDLUYDOXHRI,QWHUHVW5DWH6ZDSQHWRIWD[H[SHQVHRI

&XUUHQF\WUDQVODWLRQDGMXVWPHQWV

%DODQFHDW0DUFK
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3UHIHUUHGVWRFNGLYLGHQGV

7D[ZLWKKROGLQJIRUFRPPRQVWRFNLVVXHGXQGHUHTXLW\LQFHQWLYHSODQV

&RQYHUVLRQRIPDQGDWRU\FRQYHUWLEOHSUHIHUUHGVWRFNWRFRPPRQVWRFN
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&XUUHQF\WUDQVODWLRQDGMXVWPHQWV

%DODQFHDW0DUFK
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	DPRXQWVLQPLOOLRQVH[FHSWVKDUHDQGSHUVKDUHGDWD
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	5%& %HDULQJV ,QFRUSRUDWHG WRJHWKHU ZLWK LWV VXEVLGLDULHV LV DQ LQWHUQDWLRQDO PDQXIDFWXUHU DQG PDUNHWHU RI KLJKO\
	


HQJLQHHUHGSUHFLVLRQEHDULQJVFRPSRQHQWVDQGHVVHQWLDOV\VWHPVIRUWKHDHURVSDFHGHIHQVHDQGLQGXVWULDOLQGXVWULHVZKLFKDUH

LQWHJUDOWRWKHPDQXIDFWXUHDQGRSHUDWLRQRIPRVWPDFKLQHVDLUFUDIWDQGPHFKDQLFDOV\VWHPVWRUHGXFHZHDUWRPRYLQJSDUWV

IDFLOLWDWHSURSHUSRZHUWUDQVPLVVLRQUHGXFHGDPDJHDQGHQHUJ\ORVVFDXVHGE\IULFWLRQDQGFRQWUROSUHVVXUHDQGIORZ7KHWHUPV

³ZH´³XV´³RXU´³5%&´DQGWKH³&RPSDQ\´PHDQ5%&%HDULQJV,QFRUSRUDWHGDQGLWVVXEVLGLDULHVXQOHVVWKHFRQWH[WLQGLFDWHV

DQRWKHUPHDQLQJ:KLOHZHPDQXIDFWXUHSURGXFWVLQDOOPDMRUFDWHJRULHVZHIRFXVSULPDULO\RQKLJKO\WHFKQLFDORUUHJXODWHG EHDULQJSURGXFWVDQGHQJLQHHUHGSURGXFWVIRUVSHFLDOL]HGPDUNHWVWKDWUHTXLUH VRSKLVWLFDWHGGHVLJQWHVWLQJDQGPDQXIDFWXULQJ FDSDELOLWLHV:HEHOLHYHRXUXQLTXHH[SHUWLVHKDVHQDEOHGXVWRJDUQHUOHDGLQJSRVLWLRQVLQPDQ\RIWKHSURGXFWPDUNHWVLQZKLFK ZHSULPDULO\FRPSHWH2YHUWKHSDVW\HDUVZHKDYHEURDGHQHGRXUHQGPDUNHWVSURGXFWVFXVWRPHUEDVHDQGJHRJUDSKLFUHDFK :HFXUUHQWO\KDYHIDFLOLWLHVLQFRXQWULHVRIZKLFKDUHPDQXIDFWXULQJIDFLOLWLHV 

 7KH &RPSDQ\ RSHUDWHV LQ WZR UHSRUWDEOH EXVLQHVV VHJPHQWV DHURVSDFHGHIHQVH DQG LQGXVWULDO LQ ZKLFK LW PDQXIDFWXUHVUROOHUEHDULQJFRPSRQHQWVDQGDVVHPEOHGSDUWVDQGGHVLJQVDQGPDQXIDFWXUHVKLJKSUHFLVLRQUROOHUDQGEDOOEHDULQJV 7KH&RPSDQ\VHOOVWRDZLGHYDULHW\RIRULJLQDOHTXLSPHQWPDQXIDFWXUHUV³2(0V´DQGGLVWULEXWRUVZKRDUHZLGHO\GLVSHUVHG JHRJUDSKLFDOO\1RRQHFXVWRPHUDFFRXQWHGIRUPRUHWKDQRIWKH&RPSDQ\¶VQHWVDOHVLQILVFDORIQHWVDOHVLQ ILVFDODQGRIQHWVDOHVLQILVFDO7KH&RPSDQ\¶VVHJPHQWVDUHIXUWKHUGLVFXVVHGLQ1RWH 
	6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV

%DVLVRI3UHVHQWDWLRQ

	7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV LQFOXGH WKH DFFRXQWV RI 5%& %HDULQJV ,QFRUSRUDWHG DQG LWV ZKROO\RZQHG

VXEVLGLDULHV$OOLQWHUFRPSDQ\EDODQFHVDQGWUDQVDFWLRQVKDYHEHHQHOLPLQDWHGLQFRQVROLGDWLRQ 

 7KH&RPSDQ\KDVDILVFDO\HDUFRQVLVWLQJRIRUZHHNVHQGLQJRQWKH6DWXUGD\FORVHVWWR0DUFK%DVHGRQWKLV SROLF\ILVFDO\HDUFRQWDLQHGZHHNVILVFDO\HDUFRQWDLQHGZHHNVDQGILVFDO\HDUFRQWDLQHGZHHNV 

	&HUWDLQDPRXQWVUHSRUWHGLQSUHYLRXV\HDUVKDYHEHHQUHFODVVLILHGWRFRQIRUPWRWKHILVFDO\HDUSUHVHQWDWLRQ


8VHRI(VWLPDWHV



WD[HVDQGWD[UHVHUYHVSXUFKDVHSULFHDOORFDWLRQIRUDFTXLUHGDVVHWVDQGOLDELOLWLHVDQGWKHYDOXDWLRQRIRSWLRQV


5HYHQXH5HFRJQLWLRQ



 :KHQWKH&RPSDQ\DFFHSWVRUDFNQRZOHGJHVDFXVWRPHUSXUFKDVHRUGHUWKHW\SHRIJRRGRUVHUYLFHLVGHILQHGRQDOLQH E\OLQHEDVLV7KHPDMRULW\RIWKH&RPSDQ\¶VUHYHQXHUHODWHVWRWKHVDOHRIJRRGVDQGFRQWDLQVDVLQJOHSHUIRUPDQFHREOLJDWLRQIRU HDFKGLVWLQFWJRRG7KHUHPDLQGHURIWKH&RPSDQ\¶VUHYHQXHIURPFXVWRPHUVLVJHQHUDWHGIURPVHUYLFHVSHUIRUPHG7KHVH
VHUYLFHVLQFOXGHUHSDLUDQGUHIXUELVKPHQWZRUNSHUIRUPHGRQFXVWRPHUFRQWUROOHGDVVHWVDVZHOODVGHVLJQDQGWHVWZRUN 






	7UDQVDFWLRQ SULFH UHIOHFWV WKH DPRXQW RI FRQVLGHUDWLRQ WKDW WKH &RPSDQ\ H[SHFWV WR EH HQWLWOHG WR LQ H[FKDQJH IRU

WUDQVIHUUHGJRRGVRUVHUYLFHV$FRQWUDFW¶VWUDQVDFWLRQSULFHLVDOORFDWHGWRHDFKGLVWLQFWSHUIRUPDQFHREOLJDWLRQDQGUHYHQXHLV UHFRJQL]HG DV WKH SHUIRUPDQFH REOLJDWLRQ LV VDWLVILHG  7KH &RPSDQ\ JHQHUDOO\ VHOOV SURGXFWV DQG VHUYLFHV ZLWK REVHUYDEOH VWDQGDORQHVHOOLQJSULFHV
	
	7KH SHUIRUPDQFH REOLJDWLRQV IRU WKH PDMRULW\ RI 5%&¶V SURGXFWVDOHV DUH VDWLVILHG DW WKH SRLQW LQ WLPH LQ ZKLFK WKH

SURGXFWVDUHVKLSSHG7KH&RPSDQ\KDVGHWHUPLQHGWKDWWKHFXVWRPHUREWDLQVFRQWUROXSRQVKLSPHQWRIWKHSURGXFWEDVHGRQWKH

VKLSSLQJWHUPVLHZKHQLWVKLSVIURP5%&¶VGRFNRUZKHQWKHSURGXFWDUULYHVDWWKHFXVWRPHU¶VGRFNDQGUHFRJQL]HVUHYHQXH

ZKHQFRQWUROKDVWUDQVIHUUHGWRWKHFXVWRPHU2QFHDFXVWRPHUKDVREWDLQHGFRQWUROWKHFXVWRPHULVDEOHWRGLUHFWWKHXVHRIDQG

REWDLQVXEVWDQWLDOO\DOORIWKHUHPDLQLQJEHQHILWVIURPWKHDVVHW


 7KH &RPSDQ\ KDV GHWHUPLQHG SHUIRUPDQFH REOLJDWLRQV DUH VDWLVILHG RYHU WLPH IRU FXVWRPHU FRQWUDFWV ZKHUH 5%& SURYLGHVVHUYLFHVWRFXVWRPHUVDQGDOVRIRUDOLPLWHGQXPEHURISURGXFWVDOHV5%&KDVGHWHUPLQHGUHYHQXHUHFRJQLWLRQRYHUWLPH LVDSSURSULDWHIRURXUVHUYLFHUHYHQXHFRQWUDFWVDVWKH\FUHDWHRUHQKDQFHDQDVVHWWKDWWKHFXVWRPHUFRQWUROVWKURXJKRXWWKHGXUDWLRQ

RIWKHFRQWUDFW5HYHQXHUHFRJQLWLRQRYHUWLPHLVDSSURSULDWHIRUFXVWRPHUFRQWUDFWVZLWKSURGXFWVDOHVLQZKLFKWKHSURGXFWVROG

KDVQRDOWHUQDWLYHXVHWR5%&ZLWKRXWVLJQLILFDQWHFRQRPLFORVVDQGDQHQIRUFHDEOHULJKWWRSD\PHQWH[LVWVLQFOXGLQJDQRUPDO SURILWPDUJLQIURPWKHFXVWRPHULQWKHHYHQWRIFRQWUDFWWHUPLQDWLRQ7KHVHW\SHVRIFRQWUDFWVFRPSULVHGOHVVWKDQRIWRWDO VDOHVIRUWKH ILVFDO\HDUV HQGHG0DUFK0DUFKDQG$SULOUHVSHFWLYHO\ )RUERWKRI WKHVHW\SHVRI FRQWUDFWVUHYHQXHLVUHFRJQL]HGRYHUWLPHEDVHGRQWKHH[WHQWRISURJUHVVWRZDUGVFRPSOHWLRQRIWKHSHUIRUPDQFHREOLJDWLRQ7KH

&RPSDQ\XWLOL]HVWKHFRVWWRFRVWPHDVXUHRISURJUHVVIRURYHUWLPHUHYHQXHUHFRJQLWLRQFRQWUDFWVDVWKH&RPSDQ\EHOLHYHVWKLV

PHDVXUHEHVWGHSLFWVWKHWUDQVIHURIFRQWUROWRWKHFXVWRPHUZKLFKRFFXUVDVWKH&RPSDQ\LQFXUVFRVWVRQFRQWUDFWV5HYHQXHV

LQFOXGLQJSURILWVDUHUHFRUGHGSURSRUWLRQDOO\DVFRVWVDUHLQFXUUHG&RVWVWRIXOILOOLQFOXGHODERUPDWHULDOVVXEFRQWUDFWRUV¶FRVWV

DQGRWKHUGLUHFWDQGLQGLUHFWFRVWV



VHOOLQJJHQHUDODQGDGPLQLVWUDWLYHFRVWVRQWKHFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV 

 ,QFHUWDLQFRQWUDFWVWKH&RPSDQ\IDFLOLWDWHVVKLSSLQJDQGKDQGOLQJDFWLYLWLHVDIWHUFRQWUROKDVWUDQVIHUUHGWRWKHFXVWRPHU 7KH&RPSDQ\KDVHOHFWHGWRUHFRUGDOOVKLSSLQJDQGKDQGOLQJDFWLYLWLHVDVFRVWVWRIXOILOODFRQWUDFW,QVLWXDWLRQVZKHUHWKHVKLSSLQJ DQGKDQGOLQJFRVWVKDYHQRWEHHQLQFXUUHGDWWKHWLPHUHYHQXHLVUHFRJQL]HGWKHHVWLPDWHGVKLSSLQJDQGKDQGOLQJFRVWVDUHDFFUXHG

*RYHUQPHQW$VVLVWDQFH


	/LNHRWKHUFRPSDQLHVLQYROYHGLQWKHDHURVSDFHLQGXVWU\WKDWZHUHLPSDFWHGE\WKH&29,'SDQGHPLFWKH&RPSDQ\

WRRNSDUWLQWKH$YLDWLRQ0DQXIDFWXULQJ-REV3URWHFWLRQ³$0-3´SURJUDP7KH$0-3SURJUDPSURYLGHGIXQGLQJWRHOLJLEOH

EXVLQHVVHVWRSD\DSRUWLRQRIWKHLUFRPSHQVDWLRQFRVWVIRUFHUWDLQFDWHJRULHVRIHPSOR\HHVIRUDSHULRGRIWLPHDVSDUWRID86

'HSDUWPHQWRI7UDQVSRUWDWLRQSURJUDPGHVLJQHGWRPDLQWDLQMREVLQWKHDYLDWLRQLQGXVWU\'XULQJWKHILVFDO\HDUVHQGHG0DUFK

0DUFKDQG$SULOWKH&RPSDQ\UHFRUGHGJUDQWUHYHQXHRIDQGUHVSHFWLYHO\DOORI
ZKLFKZDVUHFRUGHGZLWKLQFRVWRIVDOHVRQWKHFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV7KH&RPSDQ\GRHVQRWH[SHFWWRUHFHLYH

DQ\IXWXUHJUDQWUHYHQXHDVVRFLDWHGZLWKWKH$0-3SURJUDP

&DVK

	7KH&RPSDQ\PDLQWDLQVLWVFDVKDFFRXQWVZLWKYDULRXVJOREDOLQVWLWXWLRQVDQGKDVQRWH[SHULHQFHGDQ\ORVVHVLQVXFK

DFFRXQWV7KH&RPSDQ\SHUIRUPVSHULRGLFHYDOXDWLRQVRIWKHUHODWLYHFUHGLWVWDQGLQJRILWVILQDQFLDOLQVWLWXWLRQVDQGPRQLWRUVWKH

DPRXQWRIH[SRVXUH

$FFRXQWV5HFHLYDEOH1HWDQG&RQFHQWUDWLRQRI&UHGLW5LVN

	$FFRXQWV UHFHLYDEOH LQFOXGH DPRXQWV ELOOHG DQG FXUUHQWO\ GXH IURP FXVWRPHUV  7KH DPRXQWV GXH DUH VWDWHG DW WKHLU

HVWLPDWHGQHWUHDOL]DEOHYDOXH7KH&RPSDQ\PDLQWDLQVDQDOORZDQFHIRUFUHGLWORVVHVIRUHVWLPDWHGORVVHVUHVXOWLQJIURPWKH

LQDELOLW\RILWVFXVWRPHUVWRPDNHUHTXLUHGSD\PHQWV7KH&RPSDQ\XVHVDQH[SHFWHGFUHGLWORVVPRGHOWRHVWLPDWHWKHFUHGLW

ORVVHVH[SHFWHGRYHUWKHOLIHRIDQH[SRVXUHRUSRRORIH[SRVXUHV7KHHVWLPDWHRIH[SHFWHGFUHGLWORVVHVFRQVLGHUVKLVWRULFDO

LQIRUPDWLRQ FXUUHQW LQIRUPDWLRQ DQG UHDVRQDEOH DQG VXSSRUWDEOH IRUHFDVWV LQFOXGLQJ HVWLPDWHV RI SUHSD\PHQWV )LQDQFLDO






LQVWUXPHQWVZLWKVLPLODUULVNFKDUDFWHULVWLFVDUHJURXSHGWRJHWKHUZKHQHVWLPDWLQJH[SHFWHGFUHGLWORVVHV7KH&RPSDQ\ZLOOZULWH

RIIDFFRXQWVUHFHLYDEOHDIWHUUHDVRQDEOHFROOHFWLRQHIIRUWVKDYHEHHQPDGHDQGWKHDFFRXQWVDUHGHHPHGXQFROOHFWLEOH


	7KH&RPSDQ\VHOOVWRDODUJHQXPEHURI2(0VDQGGLVWULEXWRUVZKRVHUYLFHWKHDIWHUPDUNHW7KH&RPSDQ\¶VFUHGLWULVN

DVVRFLDWHGZLWKDFFRXQWVUHFHLYDEOHLVPLQLPL]HGGXHWRLWVFXVWRPHUEDVHDQGZLGHJHRJUDSKLFGLVSHUVLRQ7KH&RPSDQ\SHUIRUPV RQJRLQJFUHGLWHYDOXDWLRQVRI LWVFXVWRPHUV¶ILQDQFLDOFRQGLWLRQDQGJHQHUDOO\GRHVQRWUHTXLUHFROODWHUDORUFKDUJHLQWHUHVWRQ RXWVWDQGLQJDPRXQWV7KH&RPSDQ\KDGFRQFHQWUDWLRQVRIFUHGLWULVNZLWKQRLQGLYLGXDOFXVWRPHUJUHDWHUWKDQDVRI0DUFK RU0DUFKZLWKWKHH[FHSWLRQRI0RWLRQ,QGXVWULHV$SSUR[LPDWHO\DQGRIDFFRXQWVUHFHLYDEOHDW 0DUFKDQG0DUFKUHVSHFWLYHO\ZHUHDWWULEXWDEOHWR0RWLRQ,QGXVWULHV

,QYHQWRU\


 ,QYHQWRU\LVVWDWHGDWWKHORZHURIFRVWRUQHWUHDOL]DEOHYDOXH&RVWLVGHWHUPLQHGE\WKHILUVWLQILUVWRXWPHWKRG7KH &RPSDQ\DFFRXQWVIRULQYHQWRU\XQGHUDIXOODEVRUSWLRQPHWKRGDQGUHFRUGVDGMXVWPHQWVWRWKHYDOXHRILQYHQWRU\EDVHGXSRQ SDVWVDOHVKLVWRU\DQGIRUHFDVWHGSODQVWRVHOORXULQYHQWRULHV7KHSK\VLFDOFRQGLWLRQLQFOXGLQJDJHDQGTXDOLW\RIWKHLQYHQWRULHV LVDOVRFRQVLGHUHGLQHVWDEOLVKLQJLWVYDOXDWLRQ7KHVHDGMXVWPHQWVDUHHVWLPDWHVZKLFKFRXOGYDU\VLJQLILFDQWO\HLWKHUIDYRUDEO\

RUXQIDYRUDEO\IURPDFWXDOUHTXLUHPHQWVLIIXWXUHHFRQRPLFFRQGLWLRQVFXVWRPHULQYHQWRU\OHYHOVRUFRPSHWLWLYHFRQGLWLRQVGLIIHU

IURPRXUH[SHFWDWLRQV

&RQWUDFW$VVHWV8QELOOHG5HFHLYDEOHV

 3XUVXDQWWRWKHRYHUWLPHUHYHQXHUHFRJQLWLRQPRGHOUHYHQXHPD\EHUHFRJQL]HGSULRUWRWKHFXVWRPHUEHLQJLQYRLFHG $QXQELOOHGUHFHLYDEOHLVUHFRUGHGWRUHIOHFWUHYHQXHWKDWLVUHFRJQL]HGZKHQWKHFRVWWRFRVWPHWKRGLVDSSOLHGDQGVXFK
UHYHQXHH[FHHGVWKHDPRXQWLQYRLFHGWRWKHFXVWRPHU&RQWUDFWDVVHWVDUHLQFOXGHGZLWKLQSUHSDLGH[SHQVHVDQGRWKHUFXUUHQW DVVHWVRURWKHUQRQFXUUHQWDVVHWVRQWKHFRQVROLGDWHGEDODQFHVKHHWV 
3URSHUW\3ODQWDQG(TXLSPHQW


	3URSHUW\SODQWDQGHTXLSPHQWDUHUHFRUGHGDWFRVW'HSUHFLDWLRQDQGDPRUWL]DWLRQRISURSHUW\SODQWDQGHTXLSPHQWLV

UHFRUGHGXVLQJWKHVWUDLJKWOLQHPHWKRGRYHUWKHHVWLPDWHGXVHIXOOLYHVRIWKHUHVSHFWLYHDVVHWV'HSUHFLDWLRQRIDVVHWVLVUHSRUWHG ZLWKLQGHSUHFLDWLRQDQGDPRUWL]DWLRQ([SHQGLWXUHVIRUQRUPDOPDLQWHQDQFHDQGUHSDLUVDUHFKDUJHGWRH[SHQVHDVLQFXUUHG 
	7KHHVWLPDWHGXVHIXOOLYHVRIWKH&RPSDQ\VSURSHUW\SODQWDQGHTXLSPHQWDUHDVIROORZV


%XLOGLQJVDQGLPSURYHPHQWV \HDUV 0DFKLQHU\DQGHTXLSPHQW \HDUV /HDVHKROGLPSURYHPHQWV 6KRUWHURIWKHWHUPRIOHDVHRUHVWLPDWHGXVHIXOOLIH

/HDVHV


	7KH&RPSDQ\GHWHUPLQHVLIDQDUUDQJHPHQWLVDOHDVHDWFRQWUDFWLQFHSWLRQ)RUOHDVHVZKHUHWKH&RPSDQ\LVWKHOHVVHH

LWUHFRJQL]HVOHDVHDVVHWVDQGUHODWHGOHDVHOLDELOLWLHVDWWKHOHDVHFRPPHQFHPHQWGDWHEDVHGRQWKHSUHVHQWYDOXHRIOHDVHSD\PHQWV

RYHUWKHOHDVHWHUP7KHOHDVHWHUPLVWKHQRQFDQFHOODEOHSHULRGIRUZKLFKDOHVVHHKDVWKHULJKWWRXVHDQXQGHUO\LQJDVVHWLQFOXGLQJ



FRQVLGHUWKHWHUPLQDWLRQRSWLRQLQLWVOHDVHWHUPDWFRPPHQFHPHQW 

 7KH&RPSDQ\PXVWFODVVLI\HDFKOHDVHDVDILQDQFHOHDVHRUDQRSHUDWLQJOHDVH7KH&RPSDQ\VILQDQFHOHDVHVDUHLQFOXGHG LQSURSHUW\SODQWDQGHTXLSPHQWQHW$PRUWL]DWLRQRIWKHVHDVVHWVLVLQFOXGHGLQGHSUHFLDWLRQDQGDPRUWL]DWLRQH[SHQVH7KH
&RPSDQ\VRSHUDWLQJOHDVHVFRQVLVWRIUHQWFRPPLWPHQWVXQGHUYDULRXVOHDVHVIRURIILFHVSDFHZDUHKRXVHVODQGDQGEXLOGLQJV 

	0RVWRIWKH&RPSDQ\¶VOHDVHVGRQRWSURYLGHDQLPSOLFLWLQWHUHVWUDWH$VDUHVXOWWKH&RPSDQ\XVHVLWVLQFUHPHQWDO

ERUURZLQJUDWHEDVHGRQWKHLQIRUPDWLRQDYDLODEOHDWWKHFRPPHQFHPHQWGDWHLQGHWHUPLQLQJWKHSUHVHQWYDOXHRIOHDVHSD\PHQWV 








6XEVHTXHQWWRWKHLQLWLDOPHDVXUHPHQWWKHOHDVHOLDELOLW\FRQWLQXHVWREHPHDVXUHGDWWKHSUHVHQWYDOXHRIXQSDLGOHDVH

SD\PHQWVWKURXJKRXWWKHOHDVHWHUP7KHOHDVHOLDELOLW\LVUHPHDVXUHGLIWKHOHDVHLVPRGLILHGDQGWKHPRGLILFDWLRQLVQRWDFFRXQWHG

IRUDVDVHSDUDWHFRQWUDFWWKHUHLVDFKDQJHLQWKHDVVHVVPHQWRIWKHOHDVHWHUPWKHDVVHVVPHQWRIDSXUFKDVHRSWLRQH[HUFLVHRUWKH

DPRXQWSUREDEOHRIEHLQJRZHGXQGHUDUHVLGXDOYDOXHJXDUDQWHHRUDFRQWLQJHQF\LVUHVROYHGUHVXOWLQJLQVRPHRUDOORIWKH

YDULDEOHOHDVHSD\PHQWVEHFRPLQJIL[HGSD\PHQWV6XEVHTXHQWWRWKHLQLWLDOPHDVXUHPHQWWKHULJKWRIXVHDVVHWIRUDILQDQFHOHDVH LV HTXLYDOHQW WR WKH LQLWLDO PHDVXUHPHQW OHVV DFFXPXODWHG DPRUWL]DWLRQ DQG DQ\ DFFXPXODWHG LPSDLUPHQW ORVVHV *HQHUDOO\ DPRUWL]DWLRQRIILQDQFHOHDVHVLVUHFRUGHGWRFRVWRIVDOHVRU6* $RQDVWUDLJKWOLQHEDVLVRYHUWKHOHDVHWHUP6XEVHTXHQWWR

LQLWLDO PHDVXUHPHQW WKH ULJKWRIXVH DVVHW IRU DQ RSHUDWLQJ OHDVH LV HTXLYDOHQW WR LQLWLDO PHDVXUHPHQW OHVV DFFXPXODWHG DPRUWL]DWLRQ

*RRGZLOODQG,QGHILQLWH/LYHG,QWDQJLEOH$VVHWV

	*RRGZLOOUHSUHVHQWLQJWKHH[FHVVRIWKHDPRXQWSDLGWRDFTXLUHDFRPSDQ\RYHUWKHHVWLPDWHGIDLUYDOXHRIWKHQHWDVVHWV

DFTXLUHGDQGLQGHILQLWHOLYHGLQWDQJLEOHDVVHWVDUHQRWDPRUWL]HGEXWLQVWHDGDUHWHVWHGIRULPSDLUPHQWDQQXDOO\RUZKHQHYHQWV

RUFLUFXPVWDQFHVLQGLFDWHWKDWWKHFDUU\LQJYDOXHRIVXFKDVVHWPD\QRWEHUHFRYHUDEOH6HSDUDWHWHVWVDUHSHUIRUPHGIRUJRRGZLOO

DQGLQGHILQLWHOLYHGLQWDQJLEOHDVVHWV7KH&RPSDQ\SHUIRUPVWKHDQQXDOLPSDLUPHQWWHVWLQJGXULQJWKHIRXUWKTXDUWHURIHDFK

ILVFDO\HDU:HFRPSOHWHGDTXDQWLWDWLYHWHVWRILPSDLUPHQWRQWKHLQGHILQLWHOLYHGLQWDQJLEOHDVVHWVZLWKQRLPSDLUPHQWQRWHGLQ

ILVFDO\HDU7KHGHWHUPLQDWLRQRIDQ\JRRGZLOOLPSDLUPHQWLVPDGHDWWKHUHSRUWLQJXQLWOHYHO7KH&RPSDQ\GHWHUPLQHVWKH

IDLUYDOXHRIDUHSRUWLQJXQLWDQGFRPSDUHVLWWRLWVFDUU\LQJDPRXQW,IWKHFDUU\LQJDPRXQWRIWKHUHSRUWLQJXQLWH[FHHGVLWVIDLU

YDOXHDQLPSDLUPHQWORVVLVUHFRJQL]HGIRUWKHDPRXQWE\ZKLFKWKHFDUU\LQJDPRXQWH[FHHGVWKHUHSRUWLQJXQLWVIDLUYDOXH7KH

&RPSDQ\DSSOLHVWKHLQFRPHDSSURDFKGLVFRXQWHGFDVKIORZPHWKRGLQWHVWLQJJRRGZLOOIRULPSDLUPHQW7KHNH\DVVXPSWLRQ



	
&RQWUDFW/LDELOLWLHV'HIHUUHG5HYHQXH

	7KH&RPSDQ\PD\UHFHLYHDFXVWRPHUDGYDQFHRUGHSRVLWSULRUWRUHYHQXHEHLQJUHFRJQL]HG6LQFHWKHSHUIRUPDQFH

REOLJDWLRQVUHODWHGWRVXFKDGYDQFHVPD\QRWKDYHEHHQVDWLVILHGDFRQWUDFWOLDELOLW\LVHVWDEOLVKHG&RQWUDFWOLDELOLWLHVDUHLQFOXGHG ZLWKLQDFFUXHGH[SHQVHVDQGRWKHUFXUUHQWOLDELOLWLHVRURWKHUQRQFXUUHQWOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWVXQWLOWKH UHVSHFWLYHUHYHQXHLVUHFRJQL]HG$GYDQFHSD\PHQWVDUHQRWFRQVLGHUHGDVLJQLILFDQWILQDQFLQJFRPSRQHQWDVWKHWLPLQJRIWKH WUDQVIHURIWKHUHODWHGJRRGVRUVHUYLFHVLVDWWKHGLVFUHWLRQRIWKHFXVWRPHU

,QFRPH7D[HV

 7KH&RPSDQ\DFFRXQWVIRULQFRPHWD[HVXVLQJWKHOLDELOLW\PHWKRGZKLFKUHTXLUHVLWWRUHFRJQL]HDFXUUHQWWD[OLDELOLW\ RUDVVHWIRUFXUUHQWWD[HVSD\DEOHRUUHIXQGDEOHDQGDGHIHUUHGWD[OLDELOLW\RUDVVHWIRUWKHHVWLPDWHGIXWXUHWD[HIIHFWVRIWHPSRUDU\

GLIIHUHQFHVEHWZHHQWKHILQDQFLDOVWDWHPHQWDQGWD[UHSRUWLQJEDVHVRIDVVHWVDQGOLDELOLWLHVWRWKHH[WHQWWKDWWKH\DUHUHDOL]DEOH 'HIHUUHG WD[ H[SHQVH EHQHILW UHVXOWV IURP WKH QHW FKDQJH LQ GHIHUUHG WD[ DVVHWV DQG OLDELOLWLHV GXULQJ WKH \HDU $ YDOXDWLRQ DOORZDQFHLVUHFRUGHGWRUHGXFHGHIHUUHGWD[DVVHWVWRWKHDPRXQWWKDWLVPRUHOLNHO\WKDQQRWWREHUHDOL]HG7KH&RPSDQ\LV H[SRVHGWRFHUWDLQWD[FRQWLQJHQFLHVLQWKHRUGLQDU\FRXUVHRIEXVLQHVVDQGUHFRUGVWKRVHWD[OLDELOLWLHVLQDFFRUGDQFHZLWKWKH
JXLGDQFHIRUDFFRXQWLQJIRUXQFHUWDLQWD[SRVLWLRQV


 7HPSRUDU\GLIIHUHQFHVUHODWHSULPDULO\WRWKHWLPLQJRIGHGXFWLRQVIRUGHSUHFLDWLRQVWRFNEDVHGFRPSHQVDWLRQJRRGZLOO DPRUWL]DWLRQUHODWLQJWRWKHDFTXLVLWLRQRIRSHUDWLQJGLYLVLRQV DPRUWL]DWLRQRILQWDQJLEOHDVVHWV EDVLVGLIIHUHQFHVDULVLQJIURP DFTXLVLWLRQ DFFRXQWLQJ SHQVLRQ DQG UHWLUHPHQW EHQHILWV DQG YDULRXV DFFUXHG DQG SUHSDLG H[SHQVHV 'HIHUUHG WD[ DVVHWV DQG OLDELOLWLHVDUHUHFRUGHGDWWKHUDWHVH[SHFWHGWREHLQHIIHFWZKHQWKHWHPSRUDU\GLIIHUHQFHVDUHH[SHFWHGWRUHYHUVH 
*OREDO0LQLPXP7D[


,Q2FWREHUWKH2(&'DQQRXQFHGDQ,QFOXVLYH)UDPHZRUNRQ%DVH(URVLRQDQG3URILW6KLIWLQJLQFOXGLQJ3LOODU

7ZR0RGHO5XOHVGHILQLQJWKHJOREDOPLQLPXPWD[ZKLFKFDOOVIRUWKHWD[DWLRQRIODUJHPXOWLQDWLRQDOFRUSRUDWLRQVDWDPLQLPXP

UDWHRI6XEVHTXHQWO\PXOWLSOHVHWVRIDGPLQLVWUDWLYHJXLGDQFHKDYHEHHQLVVXHG0DQ\QRQ86WD[MXULVGLFWLRQVKDYHHLWKHU

UHFHQWO\HQDFWHGOHJLVODWLRQWRDGRSWFHUWDLQFRPSRQHQWVRIWKH3LOODU7ZR0RGHO5XOHVEHJLQQLQJLQZLWKWKHDGRSWLRQRI

DGGLWLRQDOFRPSRQHQWVLQODWHU\HDUVRUDQQRXQFHGWKHLUSODQVWRHQDFWOHJLVODWLRQLQIXWXUH\HDUV7KH&RPSDQ\KDVSHUIRUPHGDQ

DVVHVVPHQWRIWKHSRWHQWLDOLPSDFWWRLWVLQFRPHWD[HVDVDUHVXOWRI3LOODU7ZR%DVHGRQWKHUHVXOWVRIWKHDVVHVVPHQWWKH&RPSDQ\






EHOLHYHVWKDWLWFDQDYDLOLWVHOIRIWKHWUDQVLWLRQDOVDIHKDUERUUXOHVLQDOOMXULVGLFWLRQVLQZKLFKWKH&RPSDQ\RSHUDWHV:HZLOO

FRQWLQXH WR PRQLWRU ERWK WKH 86 DQG LQWHUQDWLRQDO OHJLVODWLYH GHYHORSPHQWV UHODWHG WR 3LOODU 7ZR WR DVVHVV IRU DQ\ SRWHQWLDO

LPSDFWV:HDUHFRQWLQXLQJWRHYDOXDWHWKHLPSDFWVRIHQDFWHGOHJLVODWLRQDQGSHQGLQJOHJLVODWLRQWRHQDFW3LOODU7ZR0RGHO5XOHV

LQWKHQRQ86WD[MXULVGLFWLRQVLQZKLFKZHRSHUDWH

1HW,QFRPH3HU6KDUH$WWULEXWDEOHWR&RPPRQ6WRFNKROGHUV


%DVLF QHW LQFRPH SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUVLV FRPSXWHG E\ GLYLGLQJ QHW LQFRPH DWWULEXWDEOH WR FRPPRQVWRFNKROGHUVE\WKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVRXWVWDQGLQJ 

'LOXWHGQHWLQFRPHSHUVKDUHDWWULEXWDEOHWRFRPPRQVWRFNKROGHUVLVFRPSXWHGE\GLYLGLQJQHWLQFRPHDWWULEXWDEOHWR

FRPPRQVWRFNKROGHUVE\WKHVXPRIWKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVDQGGLOXWLYHFRPPRQVKDUHHTXLYDOHQWVWKHQ

RXWVWDQGLQJXVLQJWKHWUHDVXU\VWRFNPHWKRG&RPPRQVKDUHHTXLYDOHQWVFRQVLVWRIWKHLQFUHPHQWDOFRPPRQVKDUHVLVVXDEOHXSRQ WKHH[HUFLVHRIVWRFNRSWLRQVWKHYHVWLQJRIUHVWULFWHGVKDUHVFRQWLQJHQWO\LVVXDEOHVKDUHVUHODWHGWRSHUIRUPDQFHEDVHGDZDUGV DQGWKHFRQYHUVLRQRI0&36LHRXURXWVWDQGLQJSUHIHUUHGVWRFNWRFRPPRQVKDUHV


:HH[FOXGHRXWVWDQGLQJVWRFNRSWLRQVVWRFNDZDUGVFRQWLQJHQWO\LVVXDEOHVKDUHVUHODWHGWRSHUIRUPDQFHEDVHGDZDUGV

DQGWKH0&36IURPWKHFDOFXODWLRQVLIWKHHIIHFWZRXOGEHDQWLGLOXWLYH7KHGLOXWLYHHIIHFWRIWKH0&36LVFDOFXODWHGXVLQJWKH

LIFRQYHUWHGPHWKRG7KHLIFRQYHUWHGPHWKRGDVVXPHVWKDWWKHVHVHFXULWLHVZHUHFRQYHUWHGWRVKDUHVRIFRPPRQVWRFNDWWKH EHJLQQLQJRIWKHUHSRUWLQJSHULRGWRWKHH[WHQWWKDWWKHHIIHFWLVGLOXWLYH,IWKHHIIHFWLVDQWLGLOXWLYHZHFDOFXODWHQHWLQFRPHSHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV E\ DGMXVWLQJ QHW LQFRPH LQ WKH QXPHUDWRU IRU WKH HIIHFW RI WKH FXPXODWLYH 0&36 GLYLGHQGVIRUWKHUHVSHFWLYHSHULRG

7KH&RPSDQ\LVVXHGVKDUHVRIFRPPRQVWRFNXSRQWKHFRQYHUVLRQRIWKH0&36


%HFDXVHWKH0&36LVQRORQJHURXWVWDQGLQJWKH&RPSDQ\ZLOOQRWSD\GLYLGHQGVRQWKH0&36LQWKHIXWXUH7KLVZLOO

DPRXQWWRDFDVKVDYLQJVRISHU\HDU


)RUWKHILVFDO\HDUVHQGHG0DUFK0DUFKDQG$SULOWKHHIIHFWRIDVVXPLQJWKHFRQYHUVLRQRI WKHVKDUHVRI0&36LQWRVKDUHVRIFRPPRQVWRFNZDVDQWLGLOXWLYHDQGWKHUHIRUHH[FOXGHGIURPWKHFDOFXODWLRQRI GLOXWHG HDUQLQJV SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV  $FFRUGLQJO\ QHW LQFRPH ZDV UHGXFHG E\ FXPXODWLYH 0&36 GLYLGHQGVDVSUHVHQWHGLQRXUFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQVIRUSXUSRVHVRIFDOFXODWLQJQHWLQFRPHDWWULEXWDEOHWRFRPPRQ
VWRFNKROGHUV

)RUWKHILVFDO\HDUHQGHG0DUFKHPSOR\HHVWRFNRSWLRQVDQGUHVWULFWHGVKDUHVZHUHH[FOXGHGIURP WKHFDOFXODWLRQRIGLOXWHGHDUQLQJVSHUVKDUH DWWULEXWDEOHWRFRPPRQVWRFNKROGHUV)RUWKHILVFDO\HDUHQGHG0DUFK  HPSOR\HH VWRFN RSWLRQV DQG  UHVWULFWHG VKDUHV ZHUH H[FOXGHG IURP WKH FDOFXODWLRQ RI GLOXWHG HDUQLQJV SHU VKDUH DWWULEXWDEOHWRFRPPRQVWRFNKROGHUV$W$SULOHPSOR\HHVWRFNRSWLRQVDQGUHVWULFWHGVKDUHVZHUHH[FOXGHG

IURPWKHFDOFXODWLRQRIGLOXWHGHDUQLQJVSHUVKDUHDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV7KHLQFOXVLRQRIWKHVHHPSOR\HHVWRFN RSWLRQVDQGUHVWULFWHGVKDUHVZRXOGKDYHEHHQDQWLGLOXWLYH

	7KHWDEOHEHORZUHIOHFWVWKHFDOFXODWLRQRIZHLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJIRUHDFKSHULRGSUHVHQWHGDVZHOODVWKH

FRPSXWDWLRQRIEDVLFDQGGLOXWHGQHWLQFRPHSHUVKDUHDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV
	


























	
	
	
	
	)LVFDO<HDU(QGHG
	
	
	
	

	
	
	0DUFK
	0DUFK
	$SULO
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	1HWLQFRPH
	
	
	
	
	
	
	
	

	3UHIHUUHGVWRFNGLYLGHQGV
	
	
	
	
	
	
	
	

	1HWLQFRPHDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	'HQRPLQDWRU
	
	
	
	
	
	

	'HQRPLQDWRUIRUEDVLFQHWLQFRPHSHUVKDUHDWWULEXWDEOHWRFRPPRQ
	
	
	
	
	
	
	
	
	

	VWRFNKROGHUV
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	(IIHFW RI GLOXWLRQ GXH WR FRQWLQJHQWO\ LVVXDEOH VKDUHV UHODWHG WR
	
	
	
	
	
	
	
	
	

	SHUIRUPDQFHEDVHGDZDUGV
	
	
	
	
	

	(IIHFWRIGLOXWLRQGXHWRHPSOR\HHVWRFNDZDUGV
	
	
	
	
	

	'HQRPLQDWRU IRU GLOXWHG QHW LQFRPH SHU VKDUH DWWULEXWDEOH WR FRPPRQ
	
	
	
	
	
	
	
	

	VWRFNKROGHUV
	ZHLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJ
	
	
	
	
	
	
	
	

	%DVLFQHWLQFRPHSHUVKDUHDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV
	
	
	
	
	

	'LOXWHGQHWLQFRPHSHUVKDUHDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV
	
	
	
	
	



,PSDLUPHQWRI/RQJ/LYHG$VVHWV

 7KH&RPSDQ\DVVHVVHVWKHQHWUHDOL]DEOHYDOXHRILWVORQJOLYHGDVVHWVDQGHYDOXDWHVVXFKDVVHWVIRULPSDLUPHQWZKHQHYHU LQGLFDWRUVRILPSDLUPHQWDUHSUHVHQW)RUDPRUWL]DEOHORQJOLYHGDVVHWVWREHKHOGDQGXVHGLILQGLFDWRUVRILPSDLUPHQWDUHSUHVHQW PDQDJHPHQWGHWHUPLQHVZKHWKHUWKHVXPRIWKHHVWLPDWHGXQGLVFRXQWHGIXWXUHFDVKIORZVLVOHVVWKDQWKHFDUU\LQJDPRXQW7KH

DPRXQWRIDVVHWLPSDLUPHQWLIDQ\LVEDVHGRQWKHH[FHVVRIWKHFDUU\LQJDPRXQWRYHULWVIDLUYDOXHZKLFKLVHVWLPDWHGEDVHGRQ

SURMHFWHGGLVFRXQWHGIXWXUHRSHUDWLQJFDVKIORZVXVLQJDGLVFRXQWUDWHUHIOHFWLQJWKH&RPSDQ\VDYHUDJHFRVWRIIXQGV'XULQJ

ILVFDO\HDULPSDLUPHQWFKDUJHVUHODWHGWRFHUWDLQSDWHQWVDQGWUDGHPDUNVWRWDOLQJZHUHUHFRUGHGEDVHGRQRXULQWHUQDO

DVVHVVPHQWVSHUIRUPHG


 /RQJOLYHGDVVHWVWREHGLVSRVHGRIE\VDOHRURWKHUPHDQVDUHUHSRUWHGDWWKHORZHURIFDUU\LQJDPRXQWRUIDLUYDOXHOHVV FRVWVWRVHOO

)RUHLJQ&XUUHQF\7UDQVODWLRQDQG7UDQVDFWLRQV


	$VVHWVDQGOLDELOLWLHVRIWKH&RPSDQ\VIRUHLJQRSHUDWLRQVDUHWUDQVODWHGLQWR86GROODUVXVLQJWKHH[FKDQJHUDWHLQHIIHFW

DWWKHEDODQFHVKHHWGDWH5HVXOWVRIRSHUDWLRQVDUHWUDQVODWHGXVLQJWKHDYHUDJHH[FKDQJHUDWHSUHYDLOLQJWKURXJKRXWWKHSHULRG

7KHHIIHFWVRIH[FKDQJHUDWHIOXFWXDWLRQVRQWUDQVODWLQJIRUHLJQFXUUHQF\DVVHWVDQGOLDELOLWLHVIURPWKHLUIXQFWLRQDOFXUUHQFLHVWR

WKHUHSRUWLQJFXUUHQF\DUHLQFOXGHGLQDFFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPHORVVZKLOHJDLQVDQGORVVHVUHVXOWLQJIURP

IRUHLJQFXUUHQF\WUDQVDFWLRQVDUHLQFOXGHGLQRWKHUQRQRSHUDWLQJH[SHQVHLQFRPH

5HVHDUFKDQG'HYHORSPHQW


 &RVWVDUHLQFXUUHGLQFRQQHFWLRQZLWKHIIRUWVDLPHGDWGLVFRYHULQJDQGLPSOHPHQWLQJQHZNQRZOHGJHWKDWLVFULWLFDOWR GHYHORSLQJ QHZ SURGXFWV SURFHVVHV RU VHUYLFHV VLJQLILFDQWO\ LPSURYLQJ H[LVWLQJ SURGXFWV RU VHUYLFHV DQG GHYHORSLQJ QHZ DSSOLFDWLRQVIRUH[LVWLQJSURGXFWVDQGVHUYLFHV5HVHDUFKDQGGHYHORSPHQWFRVWVIRUWKHFUHDWLRQRIQHZDQGLPSURYHGSURGXFWV SURFHVVHVDQGVHUYLFHVZHUHDSSUR[LPDWHO\DQGIRUILVFDO\HDUVDQGUHVSHFWLYHO\ 

)DLU9DOXH0HDVXUHPHQWV

 )DLUYDOXHLVWKHSULFHWKDWZRXOGEHUHFHLYHGWRVHOODQDVVHWRUSDLGWRWUDQVIHUDOLDELOLW\LQDQRUGHUO\WUDQVDFWLRQEHWZHHQ PDUNHWSDUWLFLSDQWVDWWKHPHDVXUHPHQWGDWHH[LWSULFH,QSXWVXVHGWRPHDVXUHIDLUYDOXHDUHZLWKLQDKLHUDUFK\FRQVLVWLQJRI WKUHHOHYHOV/HYHOLQSXWVUHSUHVHQWXQDGMXVWHGTXRWHGSULFHVLQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV/HYHOLQSXWV UHSUHVHQWXQDGMXVWHGTXRWHGSULFHVLQDFWLYHPDUNHWVIRUVLPLODUDVVHWVRUOLDELOLWLHVRUXQDGMXVWHGTXRWHGSULFHVIRULGHQWLFDORU

VLPLODUDVVHWVRUOLDELOLWLHVLQPDUNHWVWKDWDUHQRWDFWLYHRULQSXWVRWKHUWKDQTXRWHGSULFHVWKDWDUHREVHUYDEOHIRUWKHDVVHWRU

OLDELOLW\/HYHOLQSXWVUHSUHVHQWXQREVHUYDEOHLQSXWVIRUWKHDVVHWRUOLDELOLW\)LQDQFLDODVVHWVDQGOLDELOLWLHVDUHFODVVLILHGLQWKHLU

HQWLUHW\EDVHGRQWKHORZHVWOHYHORILQSXWWKDWLVVLJQLILFDQWWRWKHIDLUYDOXHPHDVXUHPHQW







 7KH&RPSDQ\¶VILQDQFLDOLQVWUXPHQWVFRQVLVWSULPDULO\RIFDVKDFFRXQWVUHFHLYDEOHWUDGHDFFRXQWVSD\DEOHVKRUWWHUP ERUURZLQJVORQJWHUPGHEWDQGGHULYDWLYHVLQWKHIRUPRIDQLQWHUHVWUDWHVZDSDQGDFURVVFXUUHQF\VZDS'XHWRWKHLUVKRUWWHUP QDWXUHWKHFDUU\LQJYDOXHRIFDVKDFFRXQWVUHFHLYDEOHWUDGHDFFRXQWVSD\DEOHDFFUXHGH[SHQVHVDQGVKRUWWHUPERUURZLQJVDUHD UHDVRQDEOHHVWLPDWHRIWKHLUIDLUYDOXH/RQJWHUPDVVHWVKHOGRQRXUEDODQFHVKHHWVUHODWHGWREHQHILWSODQREOLJDWLRQVDUHPHDVXUHG

DWIDLUYDOXH7KHIDLUYDOXHRIWKH&RPSDQ\¶VORQJWHUPIL[HGUDWHGHEWEDVHGRQTXRWHGPDUNHWSULFHVZDVDQG

DW0DUFKDQG0DUFKUHVSHFWLYHO\7KHFDUU\LQJYDOXHRIWKLVGHEWZDVDW0DUFKDQGDW
0DUFK7KHIDLUYDOXHRIORQJWHUPIL[HGUDWHGHEWZDVPHDVXUHGXVLQJ/HYHOLQSXWV'XHWRWKHQDWXUHRIIDLUYDOXH

FDOFXODWLRQVIRUYDULDEOHUDWHGHEWWKHFDUU\LQJYDOXHRIWKH&RPSDQ\VORQJWHUPYDULDEOHUDWHGHEWLVDUHDVRQDEOHHVWLPDWHRILWV

IDLUYDOXH7KHIDLUYDOXHRIWKH,QWHUHVW5DWH6ZDSZDVDQGDW0DUFKDQG0DUFKUHVSHFWLYHO\DQG ZDVPHDVXUHGXVLQJ/HYHOLQSXWV7KLVDPRXQWLVLQFOXGHGLQDFFUXHGH[SHQVHVDQGRWKHUFXUUHQWOLDELOLWLHVRQWKH&RPSDQ\¶V FRQVROLGDWHG EDODQFH VKHHWV 7KH ,QWHUHVW 5DWH 6ZDS QHW RI WD[HV KDG DFFXPXODWHG RWKHU FRPSUHKHQVLYH ORVV RI  DQG DFFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPHRIDVRI0DUFKDQG0DUFKDQGZDVLQFOXGHGLQDFFXPXODWHG RWKHUFRPSUHKHQVLYHLQFRPHORVVRQWKH&RPSDQ\¶VFRQVROLGDWHGEDODQFHVKHHWVDQGLQWKH&RPSDQ\¶VFRQVROLGDWHGVWDWHPHQWV RIFRPSUHKHQVLYHLQFRPHORVV7KHIDLUYDOXHRIWKH&URVV&XUUHQF\6ZDSZDVDW0DUFKDQGZDVPHDVXUHG XVLQJ/HYHOLQSXWV7KLVDPRXQWLVLQFOXGHGLQRWKHUQRQFXUUHQWOLDELOLWLHVRQWKH&RPSDQ\¶VFRQVROLGDWHGEDODQFHVKHHWV7KH &URVV&XUUHQF\6ZDSQHWRIWD[HVKDGDFFXPXODWHGRWKHUFRPSUHKHQVLYHORVVRIDVRI0DUFKDQGZDVLQFOXGHG LQ DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPHORVV RQ WKH &RPSDQ\¶V FRQVROLGDWHG EDODQFH VKHHWV DQG LQ WKH &RPSDQ\¶V FRQVROLGDWHGVWDWHPHQWVRIFRPSUHKHQVLYHLQFRPHORVV

 7KH&RPSDQ\GRHVQRWEHOLHYHLWKDVVLJQLILFDQWFRQFHQWUDWLRQVRIULVNDVVRFLDWHGZLWKWKHFRXQWHUSDUWLHVWRLWVILQDQFLDO LQVWUXPHQWV

$FFXPXODWHG2WKHU&RPSUHKHQVLYH,QFRPH/RVV


	7KHFRPSRQHQWVRIFRPSUHKHQVLYHLQFRPHORVVWKDWUHODWHWRWKH&RPSDQ\DUHQHWLQFRPHIRUHLJQFXUUHQF\WUDQVODWLRQ

DGMXVWPHQWVFKDQJHVLQWKHIDLUYDOXHRIGHULYDWLYHVDQGSHQVLRQSODQDQGSRVWUHWLUHPHQWEHQHILWVDOORIZKLFKDUHSUHVHQWHGLQ WKHFRQVROLGDWHGVWDWHPHQWVRIVWRFNKROGHUVHTXLW\DQGFRPSUHKHQVLYHLQFRPHORVV 
	7KHIROORZLQJVXPPDUL]HVWKHDFWLYLW\ZLWKLQHDFKFRPSRQHQWRIDFFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPHORVVQHW

RIWD[HV

	
	
	
	&KDQJHLQ
	
	&KDQJHLQ
	
	
	
	
	

	
	
	
	
	
	)DLU9DOXHRI
	
	3HQVLRQDQG
	
	
	

	
	&XUUHQF\
	
	)DLU9DOXH
	
	&URVV
	
	
	
	
	

	
	
	
	RI,QWHUHVW
	
	&XUUHQF\
	
	3RVWUHWLUHPHQW
	
	
	

	
	7UDQVODWLRQ
	
	5DWH6ZDS
	
	6ZDS
	
	/LDELOLW\
	
	7RWDO
	




%DODQFHDW0DUFK 5HFODVVLILFDWLRQWRQHWLQFRPH &KDQJHLQSHQVLRQDQGSRVWUHWLUHPHQWOLDELOLW\ 1HWORVVRQIRUHLJQFXUUHQF\WUDQVODWLRQ /RVVRQ,QWHUHVW5DWH6ZDSQHWRIWD[HV /RVVRQ&URVV&XUUHQF\6ZDSQHWRIWD[HV 1HWFXUUHQWSHULRGRWKHUFRPSUHKHQVLYHLQFRPH

%DODQFHDW0DUFK




	
	
	
	  
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	






6WRFN%DVHG&RPSHQVDWLRQ




5HFHQW$FFRXQWLQJ3URQRXQFHPHQWV


 ,Q1RYHPEHU)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUG)$6%LVVXHG$FFRXQWLQJ6WDQGDUGV8SGDWH$68 6HJPHQW5HSRUWLQJ7RSLF,PSURYHPHQWVWR5HSRUWDEOH6HJPHQW'LVFORVXUHV7KHDPHQGPHQWVLQ$68LPSURYH WKH GLVFORVXUHV DERXW D SXEOLF HQWLW\¶V UHSRUWDEOH VHJPHQWV DQG DGGUHVV UHTXHVWV IURP LQYHVWRUV IRU DGGLWLRQDO PRUH GHWDLOHG






LQIRUPDWLRQDERXWDUHSRUWDEOHVHJPHQW¶VH[SHQVHV)ROORZLQJWKHUHOHDVHRI$68LQ1RYHPEHUWKHHIIHFWLYHGDWH ZLOOEHDQQXDOUHSRUWLQJSHULRGVEHJLQQLQJDIWHU'HFHPEHU$VRI0DUFKWKH&RPSDQ\KDVXSGDWHGRXUVHJPHQW GLVFORVXUHWRFRPSO\ZLWKWKHXSGDWHGUHTXLUHPHQWV5HIHUWR³1RWH5HSRUWDEOH6HJPHQWV´IRUDGGLWLRQDOLQIRUPDWLRQ 

 ,Q 'HFHPEHU  WKH )$6% LVVXHG $68  ,QFRPH 7D[HV 7RSLF  ,PSURYHPHQWV WR ,QFRPH 7D[ 'LVFORVXUHV7KHDPHQGPHQWVLQ$68DGGUHVVLQYHVWRUUHTXHVWVIRUPRUHWUDQVSDUHQF\DERXWLQFRPHWD[LQIRUPDWLRQ

WKURXJKLPSURYHPHQWVWRLQFRPHWD[GLVFORVXUHVSULPDULO\UHODWHGWRWKHUDWHUHFRQFLOLDWLRQDQGLQFRPHWD[HVSDLGLQIRUPDWLRQ $68LVHIIHFWLYHIRUDQQXDOUHSRUWLQJSHULRGVEHJLQQLQJDIWHU'HFHPEHU:HDUHFXUUHQWO\HYDOXDWLQJWKHLPSDFW WKHVWDQGDUGZLOOKDYHRQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

	,Q1RYHPEHUWKH)$6%LVVXHG$68'LVDJJUHJDWLRQRI,QFRPH6WDWHPHQW([SHQVHV',6(7KHQHZ

VWDQGDUGUHTXLUHVGLVFORVXUHRIVSHFLILFW\SHVRIH[SHQVHVLQFOXGHGLQWKHH[SHQVHFDSWLRQVSUHVHQWHGRQWKHIDFHRIWKHLQFRPH VWDWHPHQWDVZHOODVGLVFORVXUHVDERXWVHOOLQJH[SHQVHV$68LVHIIHFWLYHIRUDQQXDOUHSRUWLQJSHULRGVEHJLQQLQJDIWHU 'HFHPEHUDQGLQWHULPUHSRUWLQJSHULRGVEHJLQQLQJDIWHU'HFHPEHU:HDUHFXUUHQWO\HYDOXDWLQJWKHLPSDFWWKH VWDQGDUGZLOOKDYHRQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV


	2WKHUQHZSURQRXQFHPHQWVLVVXHGEXWQRWHIIHFWLYHXQWLODIWHU0DUFKDUHQRWH[SHFWHGWRKDYHDPDWHULDO

LPSDFWRQRXUILQDQFLDOSRVLWLRQUHVXOWVRIRSHUDWLRQVRUOLTXLGLW\ 
	5HYHQXHIURP&RQWUDFWVZLWK&XVWRPHUV

'LVDJJUHJDWLRQRI5HYHQXH

7KHIROORZLQJWDEOHGLVDJJUHJDWHVWRWDOUHYHQXHE\HQGPDUNHWZKLFKLVKRZZHYLHZRXUUHSRUWDEOHVHJPHQWVVHH

1RWH







)LVFDO<HDU(QGHG
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7KHIROORZLQJWDEOHGLVDJJUHJDWHVWRWDOUHYHQXHE\JHRJUDSKLFRULJLQ








)LVFDO<HDU(QGHG

	0DUFK
	0DUFK
	$SULO

	
	
	




	
	
	
	
	
	
	
	

	8QLWHG6WDWHV
	
	
	
	

	,QWHUQDWLRQDO
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	





7KHIROORZLQJWDEOHLOOXVWUDWHVWKHDSSUR[LPDWHSHUFHQWDJHRIUHYHQXHUHFRJQL]HGIRUSHUIRUPDQFHREOLJDWLRQV VDWLVILHGRYHUWLPHYHUVXVWKHDPRXQWRIUHYHQXHUHFRJQL]HGIRUSHUIRUPDQFHREOLJDWLRQVVDWLVILHGDWDSRLQWLQWLPH 







)LVFDO<HDU(QGHG

	0DUFK
	0DUFK
	$SULO

	
	
	




	
	
	
	
	
	
	
	

	3RLQWLQWLPH
	
	
	
	

	2YHUWLPH
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	





5HPDLQLQJ3HUIRUPDQFH2EOLJDWLRQV

 5HPDLQLQJSHUIRUPDQFHREOLJDWLRQVUHSUHVHQWWKHWUDQVDFWLRQSULFHRIRUGHUVPHHWLQJWKHGHILQLWLRQRIDFRQWUDFWLQ WKHQHZUHYHQXHVWDQGDUGIRUZKLFKZRUNKDVQRWEHHQSHUIRUPHGRUKDVEHHQSDUWLDOO\SHUIRUPHGDQGH[FOXGHVXQH[HUFLVHG FRQWUDFW RSWLRQV 7KH GXUDWLRQ RI WKH PDMRULW\ RI RXU FRQWUDFWV DV GHILQHG E\ $6& 7RSLF  LV OHVV WKDQ RQH \HDU  7KH &RPSDQ\KDVHOHFWHGWRDSSO\WKHSUDFWLFDOH[SHGLHQWZKLFKDOORZVFRPSDQLHVWRH[FOXGHUHPDLQLQJSHUIRUPDQFHREOLJDWLRQV






ZLWKDQRULJLQDOH[SHFWHGGXUDWLRQRIRQH\HDURUOHVV7KHDJJUHJDWHDPRXQWRIWKHWUDQVDFWLRQSULFHDOORFDWHGWRUHPDLQLQJ

SHUIRUPDQFHREOLJDWLRQVIRUVXFKFRQWUDFWVZLWKDGXUDWLRQRIPRUHWKDQRQH\HDUZDVDSSUR[LPDWHO\DW0DUFK

7KH&RPSDQ\H[SHFWVWRUHFRJQL]HUHYHQXHRQDSSUR[LPDWHO\DQGRIWKHUHPDLQLQJSHUIRUPDQFHREOLJDWLRQVRYHU

WKHQH[WDQGPRQWKVUHVSHFWLYHO\ZLWKWKHUHPDLQGHUUHFRJQL]HGWKHUHDIWHU

&RQWUDFW%DODQFHV


 7KH WLPLQJ RI UHYHQXH UHFRJQLWLRQ LQYRLFLQJ DQG FDVK FROOHFWLRQV DIIHFW DFFRXQWV UHFHLYDEOH XQELOOHG UHFHLYDEOHV FRQWUDFWDVVHWVDQGFXVWRPHUDGYDQFHVDQGGHSRVLWVFRQWUDFWOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV7KHVHDVVHWVDQG OLDELOLWLHVDUHUHSRUWHGRQWKHFRQVROLGDWHGEDODQFHVKHHWVRQDQLQGLYLGXDOFRQWUDFWEDVLVDWWKHHQGRIHDFKUHSRUWLQJSHULRG 

	
	&RQWUDFW $VVHWV 8QELOOHG 5HFHLYDEOHV  3XUVXDQW WR WKH RYHUWLPH UHYHQXH UHFRJQLWLRQ PRGHO UHYHQXH PD\ EH

	UHFRJQL]HGSULRUWRWKHFXVWRPHUEHLQJLQYRLFHG$QXQELOOHGUHFHLYDEOHLVUHFRUGHGWRUHIOHFWUHYHQXHWKDWLVUHFRJQL]HGZKHQ

	WKHFRVWWRFRVWPHWKRGLVDSSOLHGDQGVXFKUHYHQXHH[FHHGVWKHDPRXQWLQYRLFHGWRWKHFXVWRPHU

	
	

	
	$VRI0DUFKDQG0DUFKFXUUHQWFRQWUDFWDVVHWV ZHUHDQGUHVSHFWLYHO\DQGLQFOXGHG


ZLWKLQ SUHSDLG H[SHQVHV DQG RWKHU FXUUHQW DVVHWV RQ WKH FRQVROLGDWHG EDODQFH VKHHWV  7KH GHFUHDVH LQ FRQWUDFW DVVHWV ZDV SULPDULO\ GXH WR DPRXQWV ELOOHG WR FXVWRPHUVGXULQJ WKHSHULRGSDUWLDOO\RIIVHWE\ WKHUHFRJQLWLRQ RI UHYHQXH UHODWHG WR WKH VDWLVIDFWLRQRUSDUWLDOVDWLVIDFWLRQRISHUIRUPDQFHREOLJDWLRQVSULRUWRELOOLQJ$VRI0DUFKDQG0DUFKWKH

&RPSDQ\GLGQRWKDYHDQ\FRQWUDFWDVVHWVFODVVLILHGDVQRQFXUUHQWRQWKHFRQVROLGDWHGEDODQFHVKHHWV 

	
	&RQWUDFW /LDELOLWLHV 'HIHUUHG 5HYHQXH  7KH &RPSDQ\ PD\ UHFHLYH D FXVWRPHU DGYDQFH RU GHSRVLW RU KDYH DQ

	XQFRQGLWLRQDOULJKWWRUHFHLYHDFXVWRPHUDGYDQFHSULRUWRUHYHQXHEHLQJUHFRJQL]HG6LQFHWKHSHUIRUPDQFHREOLJDWLRQVUHODWHG

	WR VXFK DGYDQFHV PD\ QRW KDYH EHHQ VDWLVILHG D FRQWUDFW OLDELOLW\ LV HVWDEOLVKHG $GYDQFH SD\PHQWV DUH QRW FRQVLGHUHG D

	VLJQLILFDQWILQDQFLQJFRPSRQHQWDVWKHWLPLQJRIWKHWUDQVIHURIWKHUHODWHGJRRGVRUVHUYLFHVLVDWWKHGLVFUHWLRQRIWKHFXVWRPHU

	
	

	
	$VRI0DUFKDQG0DUFKFXUUHQWFRQWUDFWOLDELOLWLHVZHUHDQGUHVSHFWLYHO\DQGLQFOXGHG



	
	$VRI0DUFKDQG0DUFKQRQFXUUHQWFRQWUDFWOLDELOLWLHVZHUHDQGUHVSHFWLYHO\DQG

LQFOXGHGZLWKLQRWKHUQRQFXUUHQWOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV7KHGHFUHDVHLQQRQFXUUHQWFRQWUDFWOLDELOLWLHV

ZDVSULPDULO\GXHWRWKHUHFODVVLILFDWLRQRIDSRUWLRQRIDGYDQFHSD\PHQWVUHFHLYHGWRWKHFXUUHQWSRUWLRQRIFRQWUDFWOLDELOLWLHV

SDUWLDOO\RIIVHWE\QRQFXUUHQWDGYDQFHSD\PHQWVUHFHLYHG

9DULDEOH&RQVLGHUDWLRQ


7KHDPRXQWRIFRQVLGHUDWLRQWRZKLFKWKH&RPSDQ\H[SHFWVWREHHQWLWOHGLQH[FKDQJHIRUWKHJRRGVDQGVHUYLFHVLV

QRWJHQHUDOO\VXEMHFWWRVLJQLILFDQWYDULDWLRQV+RZHYHUWKH&RPSDQ\GRHVRIIHUFHUWDLQFXVWRPHUVUHEDWHVSURPSWSD\PHQW

GLVFRXQWVHQGXVHUGLVFRXQWVWKHULJKWWRUHWXUQHOLJLEOHSURGXFWVDQGRURWKHUIRUPVRIYDULDEOHFRQVLGHUDWLRQ7KH&RPSDQ\

HVWLPDWHVWKLVYDULDEOHFRQVLGHUDWLRQXVLQJWKHH[SHFWHGYDOXHDPRXQWZKLFKLVEDVHGRQKLVWRULFDOH[SHULHQFH7KH&RPSDQ\

LQFOXGHVHVWLPDWHGDPRXQWVLQWKHWUDQVDFWLRQSULFHWRWKHH[WHQWLWLVSUREDEOHWKDWDVLJQLILFDQWUHYHUVDORIFXPXODWLYHUHYHQXH

UHFRJQL]HGZLOOQRWRFFXUZKHQWKHXQFHUWDLQW\DVVRFLDWHGZLWKWKHYDULDEOHFRQVLGHUDWLRQLVUHVROYHG7KH&RPSDQ\DGMXVWV WKHHVWLPDWHRIUHYHQXHDWWKHHDUOLHURIZKHQWKHDPRXQWRIFRQVLGHUDWLRQWKH&RPSDQ\H[SHFWVWRUHFHLYHFKDQJHVRUZKHQ WKHFRQVLGHUDWLRQEHFRPHVIL[HG$FFUXHGFXVWRPHUUHEDWHV ZHUHDQGDW0DUFKDQG0DUFK UHVSHFWLYHO\DQGDUHLQFOXGHGZLWKLQDFFUXHGH[SHQVHVDQGRWKHUFXUUHQWOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV

	)DLU9DOXH

 )DLUYDOXHLVGHILQHGDVWKHSULFHWKDWZRXOGEHH[SHFWHGWREHUHFHLYHGWRVHOODQDVVHWRUSDLGWRWUDQVIHUDOLDELOLW\LQDQ RUGHUO\WUDQVDFWLRQEHWZHHQPDUNHWSDUWLFLSDQWVDWWKHPHDVXUHPHQWGDWHH[LWSULFH7KH)$6%SURYLGHVDFFRXQWLQJUXOHVWKDW FODVVLI\WKHLQSXWVXVHGWRPHDVXUHIDLUYDOXHLQWRWKHIROORZLQJKLHUDUFK\ 
/HYHO±8QDGMXVWHGTXRWHGSULFHVLQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV







/HYHO±8QDGMXVWHGTXRWHGSULFHVLQDFWLYHPDUNHWVIRUVLPLODUDVVHWVRUOLDELOLWLHVRUXQDGMXVWHGTXRWHGSULFHVIRULGHQWLFDORU

VLPLODUDVVHWVRUOLDELOLWLHVLQPDUNHWVWKDWDUHQRWDFWLYHRULQSXWVRWKHUWKDQTXRWHGSULFHVWKDWDUHREVHUYDEOHIRUWKHDVVHWRU

OLDELOLW\

/HYHO±8QREVHUYDEOHLQSXWVIRUWKHDVVHWRUOLDELOLW\


	)LQDQFLDODVVHWVDQGOLDELOLWLHVDUHFODVVLILHGLQWKHLUHQWLUHW\EDVHGRQWKHORZHVWOHYHORILQSXWWKDWLVVLJQLILFDQWWRWKH

IDLUYDOXHPHDVXUHPHQW


	$VDUHVXOWRIWKHRFFXUUHQFHRIWULJJHULQJHYHQWVVXFKDVSXUFKDVHDFFRXQWLQJIRUDFTXLVLWLRQVWKH&RPSDQ\PHDVXUHV

FHUWDLQDVVHWVDQGOLDELOLWLHVEDVHGRQ/HYHOLQSXWV

5HFXUULQJ)DLU9DOXH0HDVXUHPHQWV
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1RQFRQWULEXWRU\'HILQHG%HQHILW3HQVLRQ3ODQ
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3ODQDVVHWVDUHFRPSULVHGSULPDULO\RIHTXLW\DQGIL[HGLQFRPHLQYHVWPHQWV$VRI0DUFKDQG0DUFK

3ODQDVVHWVZHUHDQGUHVSHFWLYHO\


 7KHIDLUYDOXHRIWKHDERYHLQYHVWPHQWVZDVGHWHUPLQHGXVLQJTXRWHGPDUNHWSULFHVRILGHQWLFDOLQVWUXPHQWV7KHUHIRUH WKHYDOXDWLRQLQSXWVZLWKLQWKHIDLUYDOXHKLHUDUFK\HVWDEOLVKHGE\$6&ZHUHFODVVLILHGDV/HYHORIWKHYDOXDWLRQKLHUDUFK\ 

	%HQHILWVXQGHUWKH3ODQDUHQRWDIXQFWLRQRIHPSOR\HHVVDODULHVWKXVWKHDFFXPXODWHGEHQHILWREOLJDWLRQHTXDOVWKH
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	7KHGLVFRXQWUDWHVXVHGLQGHWHUPLQLQJWKHIXQGHGVWDWXVRIWKH3ODQDVRI0DUFKDQG0DUFKZHUH
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ZHUHDQGUHVSHFWLYHO\7KHVHRYHUIXQGHGDPRXQWVDUHLQFOXGHGZLWKLQQRQFXUUHQWDVVHWVRQWKHFRQVROLGDWHGEDODQFH

VKHHWV

1HW SHULRGLF EHQHILW FRVWLQFRPH RI WKH 3ODQ IRU ILVFDO \HDUV   DQG  ZDV   DQG 
UHVSHFWLYHO\7KHGLVFRXQWUDWHXVHGWRGHWHUPLQHQHWSHULRGLFEHQHILWFRVWIRUILVFDO\HDUVDQGZDV

DQGUHVSHFWLYHO\
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 7ZRRIWKH&RPSDQ\¶VIRUHLJQRSHUDWLRQV6FKDXEOLQDQG6ZLVV7RROVSRQVRUSHQVLRQSODQVIRUWKHLUDSSUR[LPDWHO\ DQGHPSOR\HHVUHVSHFWLYHO\LQFRQIRUPDQFHZLWK6ZLVVSHQVLRQODZ7KH6FKDXEOLQSODQLVIXQGHGZLWKDQLQGHSHQGHQW VHPLDXWRQRPRXVFROOHFWLYHSURYLGHQWIRXQGDWLRQZKHUHDVWKH6ZLVV7RROSODQLVIXQGHGZLWKDUHSXWDEOH6ZLVVLQVXUHU7KH XQIXQGHGOLDELOLWLHVRIWKHVHSODQVDW0DUFKDQG0DUFKZHUHDQGUHVSHFWLYHO\DQGUHFRUGHGZLWKLQ RWKHUQRQFXUUHQWOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV)RUILVFDODQGQHWSHULRGLFEHQHILWFRVWIRU WKHVHSODQVZDVDQGUHVSHFWLYHO\
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DFFUXHG H[SHQVHV RQ WKH FRQVROLGDWHG EDODQFH VKHHWV UHVSHFWLYHO\ ZKLOH WKH UHPDLQGHU ZDV LQFOXGHG ZLWKLQ RWKHU QRQFXUUHQW

OLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV

'HILQHG%HQHILW+HDOWK&DUH3ODQV
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REOLJDWLRQVZHUHDQGDW0DUFKDQG0DUFKUHVSHFWLYHO\2IWKHVHDPRXQWVLVFRQVLGHUHGFXUUHQW
DQGLVLQFOXGHGZLWKLQDFFUXHGH[SHQVHVDQGRWKHUFXUUHQWOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWVDVRIERWK0DUFK
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7KH&RPSDQ\DOVRPDLQWDLQVDIUR]HQGHILQHGEHQHILWKHDWKFDUHSODQIRU'RGJHHPSOR\HHVZLWKSRVWUHWLUHPHQWEHQHILWREOLJDWLRQV

RIDQGDW0DUFKDQG0DUFKUHVSHFWLYHO\2IWKHVHDPRXQWVDQGZHUHFRQVLGHUHGFXUUHQW







DW0DUFKDQG0DUFK7KHDPRXQWVDUHLQFOXGHGZLWKLQWKHVDPHEDODQFHVKHHWOLQHLWHPVDVRWKHUSRVWUHWLUHPHQW
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	7KH &RPSDQ\ HYDOXDWHV GHIHUUHG WD[ DVVHWV WR HQVXUH WKDW WKH HVWLPDWHG IXWXUH WD[DEOH LQFRPH ZLOO EH VXIILFLHQW LQ
	


FKDUDFWHULHFDSLWDOYHUVXVRUGLQDU\LQFRPHWUHDWPHQWDPRXQWDQGWLPLQJWR UHVXOWLQWKHLUUHFRYHU\$IWHUFRQVLGHULQJWKH SRVLWLYHDQGQHJDWLYHHYLGHQFHDYDOXDWLRQDOORZDQFHKDVEHHQUHFRUGHGRQIRUHLJQWD[FUHGLWVDQGRQFHUWDLQVWDWHDQGIRUHLJQ FUHGLWVDQGQHWRSHUDWLQJORVVHVDVLWLVPRUHOLNHO\WKDQQRWLHJUHDWHUWKDQDOLNHOLKRRGWKDWWKHVHLWHPVZLOOQRWEHXWLOL]HG )RUWKH&RPSDQ\¶VILVFDO\HDUHQGHG0DUFKWKHYDOXDWLRQDOORZDQFHGHFUHDVHGE\)RUWKHILVFDO\HDUHQGHG0DUFK WKHYDOXDWLRQDOORZDQFHGHFUHDVHGE\ZKLFKSULPDULO\UHODWHGWRWKHH[SLUDWLRQRIDFDSLWDOORVVFDUU\IRUZDUG7KHVH

YDOXDWLRQDOORZDQFHVDUHUHTXLUHGEHFDXVHPDQDJHPHQWKDVGHWHUPLQHGEDVHGRQILQDQFLDOSURMHFWLRQVDQGDYDLODEOHWD[VWUDWHJLHV WKDW LW LV XQOLNHO\ WKH QHW RSHUDWLQJ ORVVHV DQG FUHGLWV ZLOO EH XWLOL]HG EHIRUH WKH\ H[SLUH  ,I HYHQWV RU FLUFXPVWDQFHV FKDQJH

YDOXDWLRQDOORZDQFHVDUHDGMXVWHGDWWKDWWLPHUHVXOWLQJLQDQLQFRPHWD[EHQHILWRUFKDUJH 

	$W0DUFKWKH&RPSDQ\KDG6WDWHQHWRSHUDWLQJORVVFDUU\RYHUVLQGLIIHUHQWMXULVGLFWLRQVDWYDU\LQJDPRXQWVXS

WRZKLFKH[SLUHDWYDULRXVGDWHVWKURXJK$W0DUFKWKH&RPSDQ\KDGIRUHLJQQHWRSHUDWLQJORVVFDUU\RYHUV

LQGLIIHUHQWMXULVGLFWLRQVDWYDU\LQJDPRXQWVWRWDOLQJZKLFKZLOOH[SLUHDWYDULRXVGDWHVWKURXJKILVFDO$W0DUFK

WKH&RPSDQ\KDG86IHGHUDODQGVWDWHFUHGLWVLQGLIIHUHQWMXULVGLFWLRQVDWYDU\LQJDPRXQWVXSWRZKLFKSULQFLSDOO\

H[SLUHDWYDULRXVGDWHVWKURXJK

 8QGHUDFFRXQWLQJVWDQGDUGV$6&DGHIHUUHGWD[OLDELOLW\LVQRWUHFRUGHGIRUWKHH[FHVVRIWKHWD[EDVLVRYHUWKH ILQDQFLDOUHSRUWLQJERRNEDVLVRIDQLQYHVWPHQWLQDIRUHLJQVXEVLGLDU\LIWKHLQGHILQLWHUHLQYHVWPHQWFULWHULDLVPHW7KH7D[&XWV DQG -REV $FW 7&-$ UHTXLUHG D PDQGDWRU\ GHHPHG UHSDWULDWLRQ RI FHUWDLQ XQGLVWULEXWHG HDUQLQJV RI WKH &RPSDQ\¶V IRUHLJQ VXEVLGLDULHVDVRI'HFHPEHUDQGLQFRPHWD[HVZHUHDFFUXHGDFFRUGLQJO\,IWKHVHGHHPHGUHSDWULDWHGHDUQLQJVZHUH GLVWULEXWHGLQWKHIRUPRIFDVKGLYLGHQGVWKH&RPSDQ\ZRXOGQRWEHVXEMHFWWRDGGLWLRQDO86LQFRPHWD[HVRWKHUWKDQWD[DULVLQJ

IURPWKHPRYHPHQWRIIRUHLJQH[FKDQJHUDWHVRQSUHYLRXVO\WD[HGHDUQLQJVEXWFRXOGEHVXEMHFWWRIRUHLJQLQFRPHDQGZLWKKROGLQJ WD[HV  $ SURYLVLRQ KDG QRW EHHQ PDGH IRU DGGLWLRQDO 86 DQG IRUHLJQ WD[HV DW 0DUFK   RQ DSSUR[LPDWHO\  RI XQGLVWULEXWHGHDUQLQJVRIIRUHLJQVXEVLGLDULHVRUIRUDQ\DGGLWLRQDOWD[RQWKHGHHPHGUHSDWULDWHGHDUQLQJVEHFDXVHWKH&RPSDQ\

LQWHQGVWRUHLQYHVWWKHVHIXQGVLQGHILQLWHO\WRVXSSRUWIRUHLJQJURZWKRSSRUWXQLWLHVDQGIRUHLJQRSHUDWLRQV'XHWRWKHLQKHUHQW

FRPSOH[LW\RIWKHPXOWLQDWLRQDOWD[HQYLURQPHQWLQZKLFKWKH&RPSDQ\RSHUDWHVLWLVQRWSUDFWLFDEOHWRHVWLPDWHWKHXQUHFRJQL]HG

GHIHUUHG WD[ OLDELOLW\ RQ WKHVH XQGLVWULEXWHG HDUQLQJV  7KHVH HDUQLQJV FRXOG EHFRPH VXEMHFW WR DGGLWLRQDO WD[ XQGHU FHUWDLQ

FLUFXPVWDQFHVLQFOXGLQJEXWQRWOLPLWHGWRORDQVWRWKH&RPSDQ\RUXSRQVDOHRUSOHGJLQJRIWKHIRUHLJQVXEVLGLDU\¶VVWRFN	
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7KH&RPSDQ\UHFRJQL]HVWKHLQWHUHVWDQGSHQDOWLHVDFFUXHGUHODWHGWRXQUHFRJQL]HGWD[EHQHILWVLQLQFRPHWD[H[SHQVH 7KH&RPSDQ\UHFRJQL]HGDQH[SHQVHRIIRUWKHILVFDO\HDUHQGHG0DUFKDQGEHQHILWRIDQGH[SHQVHRI UHODWHG WR LQWHUHVW DQG SHQDOWLHV RQ LWV VWDWHPHQW RI RSHUDWLRQV IRU WKH ILVFDO \HDUV HQGHG 0DUFK   DQG $SULO   UHVSHFWLYHO\7KH&RPSDQ\KDGDSSUR[LPDWHO\DQGRIDFFUXHGLQWHUHVWDQGSHQDOWLHVDW0DUFKDQG0DUFK UHVSHFWLYHO\


7KH&RPSDQ\EHOLHYHVLWLVUHDVRQDEO\SRVVLEOHWKDWVRPHRILWVXQUHFRJQL]HGWD[SRVLWLRQVPD\EHHIIHFWLYHO\VHWWOHGE\

WKHHQGRIWKH&RPSDQ\¶VILVFDO\HDUHQGLQJ0DUFKGXHWRWKHFORVLQJRIDXGLWVDQGWKHVWDWXWHRIOLPLWDWLRQVH[SLULQJLQ

YDULRXVMXULVGLFWLRQV7KHGHFUHDVHSHUWDLQLQJSULPDULO\WRIHGHUDODQGVWDWHFUHGLWVDQGVWDWHWD[LVHVWLPDWHGWREH

	
7KH&RPSDQ\ILOHVLQFRPHWD[UHWXUQVLQQXPHURXV86DQGIRUHLJQMXULVGLFWLRQVZLWKUHWXUQVVXEMHFWWRH[DPLQDWLRQ IRUYDU\LQJSHULRGVEXWJHQHUDOO\EDFNWRDQGLQFOXGLQJWKHILVFDO\HDUHQGLQJ$SULODOWKRXJKFHUWDLQWD[FUHGLWVJHQHUDWHG LQHDUOLHU\HDUVDUHRSHQXQGHUVWDWXWHIURP0DUFK7KH&RPSDQ\LVQRORQJHUVXEMHFWWR86IHGHUDOWD[H[DPLQDWLRQ E\WKH,QWHUQDO5HYHQXH6HUYLFHIRU\HDUVHQGLQJEHIRUH$SULO 
	6WRFNKROGHUV(TXLW\
	
3UHIHUUHG6WRFN


	:HDUHDXWKRUL]HGWRLVVXHVKDUHVRISUHIHUUHGVWRFNSDUYDOXHSHUVKDUHLQRQHRUPRUHVHULHVDQGWR

IL[ WKH SRZHUV GHVLJQDWLRQV SUHIHUHQFHV DQG UHODWLYH SDUWLFLSDWLQJ RSWLRQ RU RWKHU ULJKWV WKHUHRI LQFOXGLQJ GLYLGHQG ULJKWV

FRQYHUVLRQ ULJKWV YRWLQJ ULJKWV UHGHPSWLRQ WHUPV OLTXLGDWLRQ SUHIHUHQFHV DQG WKH QXPEHU RI VKDUHV FRQVWLWXWLQJ DQ\ VHULHV

ZLWKRXWDQ\IXUWKHUYRWHRUDFWLRQE\RXUVWRFNKROGHUV


	,QILVFDOZHFRPSOHWHGDQRIIHULQJRIVKDUHVRI0&36WRIXQGDSRUWLRQRIWKHSXUFKDVHSULFHIRUWKH
DFTXLVLWLRQRI'RGJH

 +ROGHUVRI0&36UHFHLYHGFDVKGLYLGHQGVDWWKHDQQXDOUDWHRIRIWKHOLTXLGDWLRQSUHIHUHQFHRISHUVKDUH 7KH&RPSDQ\PDGHGLYLGHQGSD\PHQWVRIRQ$SULORQ-XO\DQGRQ2FWREHU 

 2Q2FWREHUHDFKWKHQRXWVWDQGLQJVKDUHRIWKH0&36FRQYHUWHGLQWRVKDUHVRIWKH&RPSDQ\¶VFRPPRQ VWRFN7KHFRQYHUVLRQUDWHZDVEDVHGRQDYDOXHIRUWKHFRPPRQVWRFNHTXDOWRWKHORZHURILWKHDYHUDJHRIWKHGDLO\9:$3V LQWKHWUDGLQJGD\SHULRGWKURXJK2FWREHUWKHGDLO\9:$3LVWKHSHUVKDUHYROXPHZHLJKWHGDYHUDJHSULFHRIWKH &RPPRQ6WRFNRQWKH1HZ<RUN6WRFN([FKDQJHIRUDJLYHQWUDGLQJGD\DVUHSRUWHGE\%ORRPEHUJRULL%HFDXVHWKH 9:$3DYHUDJHIRUWKHWUDGLQJGD\VWKURXJK2FWREHUZDVWKHFRPPRQVWRFNYDOXHZDVXWLOL]HGWRSURGXFH WKHFRQYHUVLRQUDWHRIVKDUHVRIFRPPRQVWRFNIRUHDFKVKDUHRI0&367KLVLVNQRZQDVWKH³0LQLPXP&RQYHUVLRQ5DWH´ LQWKH&HUWLILFDWHRI'HVLJQDWLRQVGHILQLQJWKHWHUPVRIWKH0&36 

 7KHGLYLGHQGRQWKH0&36WKDWDFFUXHGWKURXJKWKHFRQYHUVLRQGDWHZDVSDLGRQWKHFRQYHUVLRQGDWHWRKROGHUVRIUHFRUG RQ2FWREHUDQGWKHUHIRUHZDVQRWIDFWRUHGLQWRWKHFRQYHUVLRQUDWH 

	7KH&RPSDQ\LVVXHGVKDUHVRIFRPPRQVWRFNXSRQWKHFRQYHUVLRQRIWKH0&36







&RPPRQ6WRFN


 :HZHUHDXWKRUL]HGWRLVVXHVKDUHVRIFRPPRQVWRFNSDUYDOXHSHUVKDUH+ROGHUVRIFRPPRQVWRFN DUHHQWLWOHGWRRQHYRWHSHUVKDUH+ROGHUVRIFRPPRQVWRFNDUHHQWLWOHGWRUHFHLYHGLYLGHQGVLIDQGZKHQGHFODUHGE\RXU%RDUG RI'LUHFWRUVDQGWRVKDUHUDWDEO\LQRXUDVVHWVOHJDOO\DYDLODEOHIRUGLVWULEXWLRQWRRXUVWRFNKROGHUVLQWKHHYHQWRIOLTXLGDWLRQDIWHU

JLYLQJHIIHFWWRDQ\OLTXLGDWLRQSUHIHUHQFHIRUWKHEHQHILWRIDQ\SUHIHUUHGVWRFNWKHQRXWVWDQGLQJ+ROGHUVRIFRPPRQVWRFNKDYH

QRSUHHPSWLYHVXEVFULSWLRQUHGHPSWLRQRUFRQYHUVLRQULJKWV7KHKROGHUVRIFRPPRQVWRFNGRQRWKDYHFXPXODWLYHYRWLQJULJKWV

7KHKROGHUVRIDPDMRULW\RIWKHVKDUHVRIFRPPRQVWRFNFDQHOHFWDOORIWKHGLUHFWRUVDQGFDQFRQWURORXUPDQDJHPHQWDQGDIIDLUV


/RQJ7HUP(TXLW\,QFHQWLYH3ODQV

7KH &RPSDQ\¶V ORQJWHUP HTXLW\ LQFHQWLYH SODQV WKH ³(TXLW\ 3ODQV´ SURYLGH IRU JUDQWV RI VWRFN RSWLRQV VWRFN DSSUHFLDWLRQULJKWVUHVWULFWHGVWRFNDQGSHUIRUPDQFHDZDUGVWRGLUHFWRUVRIILFHUVDQGRWKHUHPSOR\HHVDQGSHUVRQVZKRHQJDJH LQ VHUYLFHV IRU WKH &RPSDQ\ 7KH SXUSRVH RI WKH (TXLW\ 3ODQV LV WR SURYLGH WKHVH LQGLYLGXDOV ZLWK LQFHQWLYHV WR PD[LPL]H VWRFNKROGHUYDOXHDQGRWKHUZLVHFRQWULEXWHWRWKH&RPSDQ\¶VVXFFHVVDQGWRHQDEOHWKH&RPSDQ\WRDWWUDFWUHWDLQDQGUHZDUGWKH EHVWDYDLODEOHSHUVRQVIRUSRVLWLRQVRIUHVSRQVLELOLW\VKDUHVRIFRPPRQVWRFNZHUHDXWKRUL]HGIRULVVXDQFHXQGHUHDFK (TXLW\3ODQZKHQLWZDVDGRSWHGVXEMHFWWRDGMXVWPHQWLQWKHHYHQWRIDUHRUJDQL]DWLRQVWRFNVSOLWPHUJHURUVLPLODUFKDQJHLQ WKH &RPSDQ\¶V FRUSRUDWH VWUXFWXUH RU LQ WKH RXWVWDQGLQJ VKDUHVRI FRPPRQ VWRFN 7KH &RPSDQ\¶V &RPSHQVDWLRQ &RPPLWWHH DGPLQLVWHUVWKH(TXLW\3ODQVDOWKRXJKWKH&RPSDQ\¶V%RDUGRI'LUHFWRUVDOVRKDVWKHDXWKRULW\WRDGPLQLVWHUWKH(TXLW\3ODQV DQGWRWDNHDOODFWLRQVWKDWWKH&RPSHQVDWLRQ&RPPLWWHHLVRWKHUZLVHDXWKRUL]HGWRWDNHXQGHUWKH(TXLW\3ODQV7KHWHUPVDQG FRQGLWLRQVRIHDFKDZDUGPDGHXQGHUDQ(TXLW\3ODQLQFOXGLQJYHVWLQJUHTXLUHPHQWVDUHVHWIRUWKLQDZULWWHQDJUHHPHQWZLWKWKH UHFLSLHQWWKDWLVFRQVLVWHQWZLWKWKHWHUPVRIWKHUHOHYDQW(TXLW\3ODQ$VRI0DUFKWKH&RPSDQ\¶VORQJWHUPHTXLW\ LQFHQWLYHSODQVZHUHDVIROORZVWKH(TXLW\3ODQZKLFKH[SLUHGLQDOWKRXJKVWRFNRSWLRQVDZDUGHGXQGHUWKLVSODQDUH VWLOORXWVWDQGLQJWKH(TXLW\3ODQZKLFKH[SLUHVLQDQGWKH(TXLW\3ODQZKLFKH[SLUHVLQ$VRI0DUFK WKHUHZHUHDQGVKDUHVDYDLODEOHIRUIXWXUHDZDUGVXQGHUWKHDQG(TXLW\3ODQVUHVSHFWLYHO\


	

	5HVWULFWHG 6WRFN  8QGHU WKH (TXLW\ 3ODQV WKH &RPSHQVDWLRQ &RPPLWWHH PD\ DSSURYH WKH DZDUG RI UHVWULFWHG VWRFN

VXEMHFWWRWKHFRQGLWLRQVDQGUHVWULFWLRQVDQGIRUWKHGXUDWLRQWKDWLWGHWHUPLQHVLQLWVGLVFUHWLRQ8QGHUHDFKRIWKHDQG

(TXLW\3ODQVWKHQXPEHURIVKDUHVWKDWPD\EHXVHGIRUUHVWULFWHGVWRFNDZDUGVPD\QRWH[FHHGRIWKHWRWDODXWKRUL]HGQXPEHU

RIVKDUHVXQGHUWKDW(TXLW\3ODQ$VRI0DUFKWKHUHZHUH]HURDQG]HURVKDUHVRIUHVWULFWHGVWRFNRXWVWDQGLQJ

XQGHUWKHDQG(TXLW\3ODQVUHVSHFWLYHO\



UHFHLYHSHUIRUPDQFHDZDUGVLQWKHIRUPRIVWRFNRSWLRQVUHVWULFWHGVWRFNDQGRUXQUHVWULFWHGVWRFN 

 6WRFN$SSUHFLDWLRQ5LJKWV7KH&RPSHQVDWLRQ&RPPLWWHHPD\DSSURYHWKHJUDQWRIVWRFNDSSUHFLDWLRQULJKWVRU6$5V VXEMHFWWRWKHWHUPVDQGFRQGLWLRQVFRQWDLQHGLQWKH(TXLW\3ODQV7KHH[HUFLVHSULFHRIDQ6$5PXVWHTXDOWKHIDLUPDUNHWYDOXH RIDVKDUHRIWKH&RPSDQ\¶VFRPPRQVWRFNRQWKHGDWHWKH6$5LVJUDQWHG8SRQH[HUFLVHRIDQ6$5WKHJUDQWHHZLOOUHFHLYHDQ DPRXQWLQVKDUHVRIRXUFRPPRQVWRFNHTXDOWRWKHGLIIHUHQFHEHWZHHQWKHIDLUPDUNHWYDOXHRIDVKDUHRIFRPPRQVWRFNRQWKH GDWHRIH[HUFLVHDQGWKHH[HUFLVHSULFHRIWKH6$5PXOWLSOLHGE\WKHQXPEHURIVKDUHVDVWRZKLFKWKH6$5LVH[HUFLVHG7KHUH ZHUHQR6$5VLVVXHGRURXWVWDQGLQJXQGHUWKH3ODQVDVRI0DUFK 

 $PHQGPHQWDQG7HUPLQDWLRQRIWKH(TXLW\3ODQV([FHSWDVRWKHUZLVHSURYLGHGLQDQDZDUGDJUHHPHQWWKH%RDUGRI 'LUHFWRUVZLWKRXWDSSURYDORIWKHVWRFNKROGHUVPD\DPHQGRUWHUPLQDWHDQ\(TXLW\3ODQH[FHSWWKDWQRDPHQGPHQWZLOOEHFRPH






HIIHFWLYHZLWKRXWSULRUDSSURYDORIWKHVWRFNKROGHUVRIWKH&RPSDQ\LIVWRFNKROGHUDSSURYDOZRXOGEHUHTXLUHGE\DSSOLFDEOHODZ

RUUHJXODWLRQVLQFOXGLQJLIUHTXLUHGLXQGHUWKHSURYLVLRQVRI6HFWLRQ$RUDQ\VXFFHVVRUWKHUHWRLLXQGHUWKHSURYLVLRQVRI

6HFWLRQRIWKH&RGHRUDQ\VXFFHVVRUWKHUHWRRULLLE\DQ\OLVWLQJUHTXLUHPHQWRIWKHSULQFLSDOVWRFNH[FKDQJHRQZKLFKWKH

FRPPRQVWRFNLVWKHQOLVWHG6XEMHFWWRWKHSURYLVLRQVRIDQDZDUGDJUHHPHQWZKLFKPD\EHPRUHUHVWULFWLYHQRWHUPLQDWLRQRI

DQ(TXLW\3ODQPD\PDWHULDOO\DQGDGYHUVHO\DIIHFWDQ\RIWKHULJKWVRUREOLJDWLRQVRIDQ\DZDUGUHFLSLHQWZLWKRXWKLVRUKHU

ZULWWHQFRQVHQWXQGHUDQ\DZDUGRIRSWLRQVRURWKHULQFHQWLYHVSUHYLRXVJUDQWHGXQGHUWKHUHOHYDQW(TXLW\3ODQ


 $VXPPDU\RIWKHVWDWXVRIWKH&RPSDQ\VVWRFNRSWLRQVRXWVWDQGLQJDVRI0DUFKDQGFKDQJHVGXULQJWKH\HDU WKHQHQGHGLVSUHVHQWHGEHORZ$OOFDVKOHVVH[HUFLVHVRIRSWLRQVDUHKDQGOHGWKURXJKDQLQGHSHQGHQWEURNHU 
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$VXPPDU\RIWKHVWDWXVRIWKH&RPSDQ\¶VOLDELOLW\FODVVLILHGDZDUGVRXWVWDQGLQJDVRI0DUFKDQGWKH FKDQJHVGXULQJWKH\HDUWKHQHQGHGLVSUHVHQWHGEHORZ
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(VWLPDWHGOLDELOLW\DVRI0DUFK	




 7KH&RPSDQ\UHFRUGHGLQVWRFNEDVHGFRPSHQVDWLRQH[SHQVHLQILVFDOUHODWHGWROLDELOLW\DZDUGV$VRI0DUFK DQG0DUFKDQGZHUHLQFOXGHGRWKHUFXUUHQWOLDELOLWLHVUHVSHFWLYHO\$VRI0DUFKDQG0DUFK DQGZHUHLQFOXGHGLQRWKHUQRQFXUUHQWOLDELOLWLHVUHVSHFWLYHO\ $VRI0DUFKWKHUHZDVRI XQUHFRJQL]HGFRPSHQVDWLRQFRVWVUHODWHGWROLDELOLW\DZDUGVZKLFKLVH[SHFWHGWREHUHFRJQL]HGRYHUDZHLJKWHGDYHUDJHSHULRGRI
\HDUV7KHWRWDOLQWULQVLFYDOXHRIOLDELOLW\FODVVLILHGDZDUGVYHVWHGLQILVFDODQGZDVDQG
UHVSHFWLYHO\

	&RPPLWPHQWVDQG&RQWLQJHQFLHV


	$VRI0DUFKDSSUR[LPDWHO\RIWKH&RPSDQ\VKRXUO\HPSOR\HHVLQWKH86DQGDEURDGZHUHUHSUHVHQWHG

E\ODERUXQLRQV


 7KH&RPSDQ\HQWHUVLQWR86JRYHUQPHQWFRQWUDFWVDQGVXEFRQWUDFWVWKDWDUHVXEMHFWWRDXGLWE\WKH86JRYHUQPHQW ,QWKHRSLQLRQRIWKH&RPSDQ\VPDQDJHPHQWWKHUHVXOWVRIVXFKDXGLWVLIDQ\DUHQRWH[SHFWHGWRKDYHDPDWHULDOLPSDFWRQWKH FDVKIORZVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQVRIWKH&RPSDQ\ 
 )RUILVFDODQGWKHUHZHUHQRDXGLWVE\WKH86JRYHUQPHQWWKHUHVXOWVRIZKLFKLQWKHRSLQLRQRIWKH &RPSDQ\¶VPDQDJHPHQWKDGDPDWHULDOLPSDFWRQWKHFDVKIORZVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQVRIWKH&RPSDQ\ 

 7KH &RPSDQ\ LV VXEMHFW WR IHGHUDO VWDWH DQG ORFDO HQYLURQPHQWDO ODZV DQG UHJXODWLRQV LQFOXGLQJ WKRVH JRYHUQLQJ GLVFKDUJHVRISROOXWDQWVLQWRWKHDLUDQGZDWHUWKHVWRUDJHKDQGOLQJDQGGLVSRVDORIZDVWHVDQGWKHKHDOWKDQGVDIHW\RIHPSOR\HHV 7KH&RPSDQ\DOVRPD\EHOLDEOHXQGHUWKH&RPSUHKHQVLYH(QYLURQPHQWDO5HVSRQVH&RPSHQVDWLRQDQG/LDELOLW\$FWRUVLPLODU VWDWHODZVIRUWKHFRVWVRILQYHVWLJDWLRQDQGFOHDQXSRIFRQWDPLQDWLRQDWIDFLOLWLHVFXUUHQWO\RUIRUPHUO\RZQHGRURSHUDWHGE\WKH






&RPSDQ\ RU DW RWKHU IDFLOLWLHV DW ZKLFK WKH &RPSDQ\ PD\ KDYH GLVSRVHG RI KD]DUGRXV VXEVWDQFHV ,Q FRQQHFWLRQ ZLWK VXFK FRQWDPLQDWLRQWKH &RPSDQ\ PD\DOVREH OLDEOHIRUQDWXUDO UHVRXUFHGDPDJHV 86JRYHUQPHQWSHQDOWLHVDQGFODLPVE\WKLUG
SDUWLHVIRUSHUVRQDOLQMXU\DQGSURSHUW\GDPDJH$JHQFLHVUHVSRQVLEOHIRUHQIRUFLQJWKHVHODZVKDYHDXWKRULW\WRLPSRVHVLJQLILFDQW

FLYLORUFULPLQDOSHQDOWLHVIRUQRQFRPSOLDQFH7KH&RPSDQ\EHOLHYHVLWLVFXUUHQWO\LQFRPSOLDQFHZLWKDOODSSOLFDEOHUHTXLUHPHQWV

RIHQYLURQPHQWDOODZV7KH&RPSDQ\GRHVQRWDQWLFLSDWHPDWHULDOFDSLWDOH[SHQGLWXUHVIRUHQYLURQPHQWDOFRPSOLDQFHLQILVFDO

\HDUVRU


 0RQLWRULQJRIFRQWDPLQDWLRQLVRQJRLQJDWVRPHRIWKH&RPSDQ\VVLWHV,QSDUWLFXODUVWDWHDJHQFLHVKDYHEHHQRYHUVHHLQJ JURXQGZDWHU PRQLWRULQJ DFWLYLWLHV DW WKH &RPSDQ\V IDFLOLW\ LQ +DUWVYLOOH 6RXWK &DUROLQD  $W +DUWVYLOOH WKH &RPSDQ\ LV PRQLWRULQJORZOHYHOVRIFRQWDPLQDQWVLQWKHJURXQGZDWHUFDXVHGE\IRUPHURSHUDWLRQV3ODQVDUHFXUUHQWO\XQGHUZD\WRFRQFOXGH
PRQLWRULQJDFWLYLWLHV,QFRQQHFWLRQZLWKWKHSXUFKDVHRIWKH)DLUILHOG&RQQHFWLFXWIDFLOLW\LQWKH&RPSDQ\DJUHHGWRDVVXPH

UHVSRQVLELOLW\IRUFRPSOHWLQJFOHDQXSHIIRUWVSUHYLRXVO\LQLWLDWHGE\WKHSULRURZQHU7KH&RPSDQ\VXEPLWWHGGDWDWRWKHVWDWH

WKDWWKH&RPSDQ\EHOLHYHVGHPRQVWUDWHVWKDWQRIXUWKHUUHPHGLDODFWLRQLVQHFHVVDU\DOWKRXJKWKHVWDWHPD\UHTXLUHDGGLWLRQDO

FOHDQXSRUPRQLWRULQJ7KH&RPSDQ\GRHVQRWEHOLHYHDQ\IXUWKHUUHPHGLDODFWLRQLVQHFHVVDU\WKHUHIRUHQRUHVHUYHVKDYHEHHQ

UHFRUGHGDVRI0DUFK

 ,QDQGWKH&RPSDQ\UHFHLYHGFLYLOLQYHVWLJDWLYHGHPDQGVIURPWKH8QLWHG6WDWHV'HSDUWPHQWRI-XVWLFH SXUVXDQWWRWKH)DOVH&ODLPV$FW7KHLQYHVWLJDWLRQFRQFHUQVDOOHJDWLRQVWKDWWKH&RPSDQ\VXEPLWWHGIDOVHFODLPVLQFRQQHFWLRQ ZLWKLFHUWLI\LQJWKDWWKH&RPSDQ\¶VHPSOR\HHVZHUHHOLJLEOHIRUXQHPSOR\PHQWLQVXUDQFHEHQHILWVDQGSDQGHPLFUHOLHIDQG ZRUNHG UHGXFHG KRXUV DQG LL UHFHLYHG JUDQW SURFHHGV LQ YLRODWLRQ RI WKH )&$  7KH &RPSDQ\ LV FRRSHUDWLQJ ZLWK WKH LQYHVWLJDWLRQ7KHLQYHVWLJDWLRQLVRQJRLQJDQGLWLVQRWSRVVLEOHWRGHWHUPLQHZKHWKHUWKHLQYHVWLJDWLRQZLOOKDYHDPDWHULDO
DGYHUVHHIIHFWLIDQ\RQWKH&RPSDQ\

)URPWLPHWRWLPHZHDUHLQYROYHGLQOLWLJDWLRQWKDWDULVHVLQWKHRUGLQDU\FRXUVHRIEXVLQHVVEXWZHGRQRWEHOLHYH

WKDWDQ\VXFKOLWLJDWLRQLQZKLFKZHDUHFXUUHQWO\LQYROYHGHLWKHULQGLYLGXDOO\RULQWKHDJJUHJDWHLVOLNHO\WRKDYHDPDWHULDO

DGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQRSHUDWLQJUHVXOWVFDVKIORZRUSURVSHFWV


7KH&RPSDQ\KDVRIRXWVWDQGLQJVWDQGE\OHWWHUVRIFUHGLWDOORIZKLFKDUHXQGHUWKH5HYROYLQJ&UHGLW)DFLOLW\
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	1RQH

,7(0$&21752/6$1'352&('85(6

(YDOXDWLRQRI'LVFORVXUH&RQWUROVDQG3URFHGXUHV

 7KH &RPSDQ\¶V PDQDJHPHQW LV UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ HIIHFWLYH GLVFORVXUH FRQWUROV DQG SURFHGXUHVDVGHILQHGXQGHU5XOHDHRIWKH6HFXULWLHV([FKDQJH$FWRI$VRIWKHHQGRIWKHSHULRGFRYHUHGE\WKLV UHSRUWWKH&RPSDQ\SHUIRUPHGDQHYDOXDWLRQXQGHUWKHVXSHUYLVLRQDQGZLWKWKHSDUWLFLSDWLRQRIWKH&RPSDQ\¶VPDQDJHPHQW LQFOXGLQJLWV&KLHI([HFXWLYH2IILFHUDQG&KLHI)LQDQFLDO2IILFHURIWKHHIIHFWLYHQHVVRIWKH&RPSDQ\¶VGLVFORVXUHFRQWUROVDQG SURFHGXUHV,QPDNLQJLWVDVVHVVPHQWPDQDJHPHQWKDVXWLOL]HGWKHFULWHULDVHWIRUWKE\WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQV &262 RI WKH 7UHDGZD\ &RPPLVVLRQ LQ ,QWHUQDO &RQWURO  ,QWHJUDWHG )UDPHZRUN  )UDPHZRUN  %DVHG XSRQ WKDW HYDOXDWLRQWKH&RPSDQ\¶V&KLHI([HFXWLYH2IILFHUDQG&KLHI)LQDQFLDO2IILFHUFRQFOXGHGWKDWWKH&RPSDQ\¶VGLVFORVXUHFRQWUROV

DQGSURFHGXUHVSURYLGHUHDVRQDEOHDVVXUDQFHWKDWWKHPDWHULDOLQIRUPDWLRQUHTXLUHGWREHGLVFORVHGE\WKH&RPSDQ\LQWKHUHSRUWV WKDW LW ILOHV RU VXEPLWV WR WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ XQGHU WKH 6HFXULWLHV ([FKDQJH $FW RI  LV UHFRUGHG SURFHVVHGVXPPDUL]HGDQGUHSRUWHGZLWKLQWKHWLPHSHULRGVVSHFLILHGLQWKH&RPPLVVLRQ¶VUXOHVDQGIRUPV 7KH&RPSDQ\¶V PDQDJHPHQWEHOLHYHVWKDWLWVGLVFORVXUHFRQWUROVDQGSURFHGXUHVZHUHHIIHFWLYHDVRI0DUFK 
&KDQJHVLQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ

 1RFKDQJHVZHUHPDGHWRWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVGHILQHGLQ5XOHDIXQGHU WKH6HFXULWLHV([FKDQJH$FWRIGXULQJWKHODVWILVFDOTXDUWHUWKDWPDWHULDOO\DIIHFWHGRUDUHUHDVRQDEO\OLNHO\WRPDWHULDOO\ DIIHFWWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ 

	















0DQDJHPHQW¶V5HSRUWRQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ


0DQDJHPHQWRI5%&%HDULQJV,QFRUSRUDWHGLVUHVSRQVLEOHIRUHVWDEOLVKLQJDQGPDLQWDLQLQJDGHTXDWHLQWHUQDOFRQWURO RYHUILQDQFLDOUHSRUWLQJDVVXFKWHUPLVGHILQHGLQ6HFXULWLHV([FKDQJH$FWRI 
7KH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVVXSSRUWHGE\ZULWWHQSROLFLHVDQGSURFHGXUHVWKDWLSHUWDLQ WRWKHPDLQWHQDQFHRIUHFRUGVWKDWLQUHDVRQDEOHGHWDLODFFXUDWHO\DQGIDLUO\UHIOHFWWKHWUDQVDFWLRQVDQGGLVSRVLWLRQVRI WKH &RPSDQ\¶V DVVHWV LL SURYLGH UHDVRQDEOH DVVXUDQFH WKDW WUDQVDFWLRQV DUH UHFRUGHG DV QHFHVVDU\ WR SHUPLW SUHSDUDWLRQ RI
ILQDQFLDO VWDWHPHQWV LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHGDFFRXQWLQJ SULQFLSOHV DQG WKDW UHFHLSWV DQG H[SHQGLWXUHV RI WKH &RPSDQ\DUHEHLQJPDGHRQO\LQDFFRUGDQFHZLWKDXWKRUL]DWLRQVRIWKH&RPSDQ\¶VPDQDJHPHQWDQGGLUHFWRUVDQGLLLSURYLGH
UHDVRQDEOHDVVXUDQFHUHJDUGLQJSUHYHQWLRQRUWLPHO\GHWHFWLRQRIXQDXWKRUL]HGDFTXLVLWLRQXVHRUGLVSRVLWLRQRIWKH&RPSDQ\¶V DVVHWVWKDWFRXOGKDYHDPDWHULDOHIIHFWRQWKHILQDQFLDOVWDWHPHQWV 
%HFDXVHRILWVLQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWV

3URMHFWLRQVRIDQ\HYDOXDWLRQRIHIIHFWLYHQHVVWRIXWXUHSHULRGVDUHVXEMHFWWRWKHULVNWKDWFRQWUROVPD\EHFRPHLQDGHTXDWH

EHFDXVHRIFKDQJHVLQFRQGLWLRQVRUWKDWWKHGHJUHHRIFRPSOLDQFHZLWKWKHSROLFLHVRUSURFHGXUHVPD\GHWHULRUDWH


8QGHUWKHVXSHUYLVLRQDQGZLWKWKHSDUWLFLSDWLRQRIRXUPDQDJHPHQWLQFOXGLQJRXUSULQFLSDOH[HFXWLYHRIILFHUDQG SULQFLSDOILQDQFLDORIILFHUZHFRQGXFWHGDQHYDOXDWLRQRIWKHHIIHFWLYHQHVVRIWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDO UHSRUWLQJDVRI0DUFKDVUHTXLUHGE\6HFXULWLHV([FKDQJH$FWRI,QPDNLQJWKLVDVVHVVPHQWZHXVHGWKHFULWHULD VHW IRUWK LQ WKH IUDPHZRUN LQ ,QWHUQDO &RQWURO,QWHJUDWHG )UDPHZRUN  )UDPHZRUN LVVXHG E\ WKH &RPPLWWHH RI 6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ%DVHGRQRXUHYDOXDWLRQXQGHUWKHIUDPHZRUNLQ ,QWHUQDO&RQWURO

,QWHJUDWHG)UDPHZRUNRXUPDQDJHPHQWFRQFOXGHGWKDWRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJZDVHIIHFWLYHDVRI0DUFK



7KHHIIHFWLYHQHVVRIRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI0DUFKKDVEHHQDXGLWHGE\(UQVW  <RXQJ//3DQLQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUPDVVWDWHGLQWKHLUUHSRUWZKLFKDSSHDUVRQWKHIROORZLQJSDJH 

V5%&%HDULQJV,QFRUSRUDWHG

2[IRUG&RQQHFWLFXW
0D\


































5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP

7RWKH6WRFNKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI5%&%HDULQJV,QFRUSRUDWHG


2SLQLRQRQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ

:HKDYHDXGLWHG5%&%HDULQJV,QFRUSRUDWHG¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI0DUFKEDVHGRQFULWHULD

HVWDEOLVKHGLQ,QWHUQDO&RQWURO	,QWHJUDWHG)UDPHZRUNLVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\
&RPPLVVLRQIUDPHZRUNWKH&262FULWHULD,QRXURSLQLRQ5%&%HDULQJV,QFRUSRUDWHGWKH&RPSDQ\PDLQWDLQHG

LQDOOPDWHULDOUHVSHFWVHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI0DUFKEDVHGRQWKH&262FULWHULD


:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG8QLWHG6WDWHV 3&$2%WKHFRQVROLGDWHGEDODQFHVKHHWVRIWKH&RPSDQ\DVRI0DUFKDQG0DUFKWKHUHODWHGFRQVROLGDWHG VWDWHPHQWVRIRSHUDWLRQVFRPSUHKHQVLYHLQFRPHVWRFNKROGHUV¶HTXLW\DQGFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRG HQGHG0DUFKDQGWKHUHODWHGQRWHVDQGRXUUHSRUWGDWHG0D\H[SUHVVHGDQXQTXDOLILHGRSLQLRQWKHUHRQ

%DVLVIRU2SLQLRQ

7KH &RPSDQ\¶V PDQDJHPHQW LV UHVSRQVLEOH IRU PDLQWDLQLQJ HIIHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DQG IRU LWV DVVHVVPHQWRIWKHHIIHFWLYHQHVVRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHGLQWKHDFFRPSDQ\LQJ0DQDJHPHQW¶V5HSRUW RQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKH&RPSDQ\¶VLQWHUQDOFRQWURO RYHUILQDQFLDOUHSRUWLQJEDVHGRQRXUDXGLW:HDUHDSXEOLFDFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWREH LQGHSHQGHQWZLWKUHVSHFWWRWKH&RPSDQ\LQDFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOHUXOHVDQG UHJXODWLRQVRIWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQDQGWKH3&$2% 

:HFRQGXFWHGRXUDXGLWLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQGSHUIRUPWKH

DXGLWWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJZDVPDLQWDLQHGLQDOO

PDWHULDOUHVSHFWV


2XUDXGLWLQFOXGHGREWDLQLQJDQXQGHUVWDQGLQJRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVVHVVLQJWKHULVNWKDWDPDWHULDO

ZHDNQHVVH[LVWVWHVWLQJDQGHYDOXDWLQJWKHGHVLJQDQGRSHUDWLQJHIIHFWLYHQHVVRILQWHUQDOFRQWUROEDVHGRQWKHDVVHVVHGULVN

DQGSHUIRUPLQJVXFKRWKHUSURFHGXUHVDVZHFRQVLGHUHGQHFHVVDU\LQWKHFLUFXPVWDQFHV:HEHOLHYHWKDWRXUDXGLWSURYLGHVD

UHDVRQDEOHEDVLVIRURXURSLQLRQ

'HILQLWLRQDQG/LPLWDWLRQVRI,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ


$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVDSURFHVVGHVLJQHGWRSURYLGHUHDVRQDEOH DVVXUDQFHUHJDUGLQJWKH UHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQGWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFHZLWKJHQHUDOO\ DFFHSWHGDFFRXQWLQJSULQFLSOHV$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHVWKRVHSROLFLHVDQGSURFHGXUHV WKDW  SHUWDLQ WR WKH PDLQWHQDQFH RI UHFRUGV WKDW LQ UHDVRQDEOH GHWDLO DFFXUDWHO\ DQG IDLUO\ UHIOHFW WKH WUDQVDFWLRQV DQG GLVSRVLWLRQVRIWKHDVVHWVRIWKHFRPSDQ\SURYLGHUHDVRQDEOHDVVXUDQFHWKDWWUDQVDFWLRQVDUHUHFRUGHGDVQHFHVVDU\WRSHUPLW

SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV DQG WKDW UHFHLSWV DQG H[SHQGLWXUHV RI WKH FRPSDQ\ DUH EHLQJ PDGH RQO\ LQ DFFRUGDQFH ZLWK DXWKRUL]DWLRQV RI PDQDJHPHQW DQG GLUHFWRUVRI WKH FRPSDQ\DQGSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJSUHYHQWLRQRUWLPHO\GHWHFWLRQRIXQDXWKRUL]HGDFTXLVLWLRQXVHRU

GLVSRVLWLRQRIWKHFRPSDQ\¶VDVVHWVWKDWFRXOGKDYHDPDWHULDOHIIHFWRQWKHILQDQFLDOVWDWHPHQWV 

%HFDXVHRILWVLQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWV$OVR SURMHFWLRQVRIDQ\HYDOXDWLRQRIHIIHFWLYHQHVVWRIXWXUHSHULRGVDUHVXEMHFWWRWKHULVNWKDWFRQWUROVPD\EHFRPHLQDGHTXDWH EHFDXVHRIFKDQJHVLQFRQGLWLRQVRUWKDWWKHGHJUHHRIFRPSOLDQFHZLWKWKHSROLFLHVRUSURFHGXUHVPD\GHWHULRUDWH 

V(UQVW	<RXQJ//3

+DUWIRUG&RQQHFWLFXW
0D\










,7(0%27+(5,1)250$7,21

'XULQJWKHTXDUWHUHQGHG0DUFKQRGLUHFWRURURIILFHURIWKH&RPSDQ\DGRSWHGRUWHUPLQDWHGD5XOHE

WUDGLQJSODQRUQRQ5XOHEWUDGLQJDUUDQJHPHQW

,7(0&',6&/2685(5(*$5',1*)25(,*1-85,6',&7,2167+$735(9(17,163(&7,216

	1RWDSSOLFDEOH

3$57,,,

7KHLQIRUPDWLRQFDOOHGIRUE\3DUW,,,,WHPVDQGRI)RUP.ZLOOEHLQFOXGHGLQWKH&RPSDQ\¶V 3UR[\6WDWHPHQWIRULWV$QQXDO0HHWLQJRI6WRFNKROGHUVZKLFKWKH&RPSDQ\LQWHQGVWRILOHZLWKLQGD\VDIWHUWKH FORVHRILWVILVFDO\HDUHQGHG0DUFKDQGZKLFKLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFH

3$57,9

,7(0(;+,%,76$1'),1$1&,$/67$7(0(176&+('8/(6

D	7KHIROORZLQJ&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVDQG6XSSOHPHQWDU\'DWDRIWKH&RPSDQ\DUHLQFOXGHGLQ,WHP ³)LQDQFLDO6WDWHPHQWVDQG6XSSOHPHQWDU\'DWD´RIWKLV$QQXDO5HSRUWRQ)RUP.


x	5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP

x	&RQVROLGDWHG%DODQFH6KHHWVDW0DUFKDQG0DUFK

x	&RQVROLGDWHG6WDWHPHQWVRI2SHUDWLRQVIRUWKHILVFDO\HDUVHQGHG0DUFK0DUFKDQG$SULO 

x	&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH,QFRPHIRUWKHILVFDO\HDUVHQGHG0DUFK0DUFK DQG$SULO

x	&RQVROLGDWHG6WDWHPHQWVRI6WRFNKROGHUV¶(TXLW\IRUWKHILVFDO\HDUVHQGHG0DUFK0DUFK DQG$SULO
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 'HVFULSWLRQRI&DSLWDO6WRFN
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 ,QGHQWXUHGDWHGDVRI2FWREHUE\DQGDPRQJ5ROOHU%HDULQJ&RPSDQ\RI$PHULFD,QFDQG:LOPLQJWRQ 7UXVW1DWLRQDO$VVRFLDWLRQIRU6HQLRU1RWHVGXHILOHGDV([KLELWWR&XUUHQW5HSRUWRQ)RUP
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QHFHVVDU\WRPDNHWKHVWDWHPHQWVPDGHLQOLJKWRIWKHFLUFXPVWDQFHVXQGHUZKLFKVXFKVWDWHPHQWVZHUHPDGHQRWPLVOHDGLQJ
ZLWKUHVSHFWWRWKHSHULRGFRYHUHGE\WKLV5HSRUW
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EGHVLJQHGVXFKLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJRUFDXVHGVXFKLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJWR

EHGHVLJQHGXQGHURXUVXSHUYLVLRQWRSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJWKHUHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQG
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FRQFOXVLRQVDERXWWKHHIIHFWLYHQHVVRIWKHGLVFORVXUHFRQWUROVDQGSURFHGXUHVDVRIWKHHQGRIWKHSHULRGFRYHUHGE\

WKLV5HSRUWEDVHGRQVXFKHYDOXDWLRQDQG

GGLVFORVHGLQWKLV5HSRUWDQ\FKDQJHLQWKHUHJLVWUDQW¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJWKDWRFFXUUHGGXULQJ
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UHJLVWUDQW¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDQG
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