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,QWURGXFWLRQ

7KLV KDV EHHQ DQRWKHU GHPDQGLQJ \HDU IRU WKH

&RXQFLO� +RZHYHU� GHVSLWH FRQWLQXLQJ ILQDQFLDO

SUHVVXUHV� WKHUH KDYH EHHQ D QXPEHU RI

VLJQLILFDQW DFKLHYHPHQWV LQFOXGLQJ�

•  UHFRJQLWLRQ E\ WKH 'HSDUWPHQW RI +HDOWK WKDW

WKH 6RFLDO 6HUYLFHV 'LUHFWRUDWH LV RQH RI WKH

EHVW �� SHUIRUPHUV LQ WKH FRXQWU\

•  EHLQJ DZDUGHG 3DWKILQGHU VWDWXV IRU WKH

&RXQFLO¶V H�JRYHUQPHQW ZRUN

•  FRQWLQXLQJ WKH UHJHQHUDWLRQ RI WKH 6DOIRUG

4XD\V DUHD RI WKH &LW\

•  UHVWUXFWXULQJ RI WKH UHIXVH FROOHFWLRQ VHUYLFH

WR LPSURYH LWV HIILFLHQF\�

��������� LV WKH ILUVW \HDU WKDW ZH KDYH FDUULHG

RXW D WUXO\ ULVN EDVHG DXGLW XQGHU WKH QHZ &RGH

RI $XGLW 3UDFWLFH� :H KDYH WKHUHIRUH SODFHG

HPSKDVLV RQ WKH WZR SRWHQWLDO ULVN DUHDV RI

ILQDQFLDO VWDQGLQJ DQG %HVW 9DOXH�

)LQDQFLDO VWDQGLQJ

7KH $XWKRULW\ KDV FRPSOHWHG WKH ILUVW \HDU RI LWV

ILQDQFLDO UHFRYHU\ SODQ DQG KDV DFKLHYHG WKH OHYHO

RI UHVHUYHV DQWLFLSDWHG DW WKLV VWDJH RI WKH SODQ�

+RZHYHU WKH GLIILFXOW ILQDQFLDO FOLPDWH FRQWLQXHV

DQG WKH EXGJHWDU\ SRVLWLRQ ZLOO UHPDLQ WLJKW IRU

WKH IRUHVHHDEOH IXWXUH� 0XFK UHPDLQV WR EH GRQH

WR VWDELOLVH WKH ORQJHU WHUP SRVLWLRQ�

7KH RXW�WXUQ IRU ��������� ZDV EHWWHU WKDQ

H[SHFWHG DQG WKH &RXQFLO KDV EHHQ DEOH PDNH WKH

SODQQHG ��P FRQWULEXWLRQ WR UHVHUYHV� $ EDODQFHG

EXGJHW KDV DOVR EHHQ VHW IRU ��������� DQG WKH

ODWHVW PRQLWRULQJ UHSRUWV VKRZ WKDW WKLV VKRXOG

EH DFKLHYHG� ,W LV LPSRUWDQW WKDW WKH &RXQFLO

FRQWLQXHV WR FORVHO\ PRQLWRU SHUIRUPDQFH DJDLQVW

WKH EXGJHW DQG WDNHV SURPSW DFWLRQ LI WKHUH LV

VOLSSDJH LQ WKH GHOLYHU\ RI VDYLQJV RU RWKHU

SUHVVXUH DUHDV ORRN OLNHO\ WR FDXVH D SUREOHP�

7KH &RXQFLO¶V FXUUHQW FDSLWDO SURSRVDOV IRU

��������� VLJQLILFDQWO\ H[FHHG WKH FDSLWDO

UHVRXUFHV DYDLODEOH� 7KHUH DUH SODQV WR EULQJ WKH

WZR LQWR OLQH SULPDULO\ E\ UHGXFLQJ WKH FDSLWDO

VFKHPHV SODQQHG IRU WKH \HDU� :H ZRXOG VWUHVV

WKH LPSRUWDQFH RI WDNLQJ WKLV DFWLRQ WR HQVXUH

WKDW DQ RYHUVSHQG RQ WKH FDSLWDO SURJUDPPH

GRHV QRW DULVH�

7KH FXUUHQW \HDU¶V FDSLWDO ILQDQFLQJ VWUDWHJ\

SODFHV VLJQLILFDQW UHOLDQFH RQ FDSLWDO UHFHLSWV� 7KH

GDWH RI UHFHLSW LV GLIILFXOW WR SUHGLFW ZLWK DQ\

FHUWDLQW\ DQG WKH &RXQFLO ZDV OHIW ZLWK D

VLJQLILFDQW HOHPHQW RI XQILQDQFHG FDSLWDO

H[SHQGLWXUH DW WKH HQG RI ���������� :H

XQGHUVWDQG WKDW FDSLWDO UHFHLSWV DUH EHLQJ FORVHO\

PRQLWRUHG LQ ��������� WR HQVXUH WKDW

H[SHQGLWXUH LV QRW LQFXUUHG XQWLO WKH PHDQV WR

ILQDQFH LW DUH DYDLODEOH� ,W LV HVVHQWLDO WKDW WKLV

FRQWLQXHV�

%HVW 9DOXH

7KH &RXQFLO¶V ��������� %HVW 9DOXH 3HUIRUPDQFH

3ODQ PHW WKH PLQLPXP VWDWXWRU\ UHTXLUHPHQWV LQ

DOO DUHDV DSDUW IURP WKH RPLVVLRQ RI VRPH

SHUIRUPDQFH LQGLFDWRUV� ,Q DGGLWLRQ WKH 6XPPDU\

3ODQ GLG QRW SURYLGH D IDLU DQG DFFXUDWH UHIOHFWLRQ

RI WKH PDLQ SODQ� :H TXDOLILHG RXU RSLQLRQ LQ

UHVSHFW RI ERWK RI WKHVH LWHPV DQG WKH 6XPPDU\

3ODQ ZDV VXEVHTXHQWO\ UH�LVVXHG�

:H PDGH D QXPEHU RI IRUPDO UHFRPPHQGDWLRQV

WR ZKLFK WKH &RXQFLO UHVSRQGHG SRVLWLYHO\ DQG

DJUHHG D FRPSUHKHQVLYH VHULHV RI DFWLRQV� 7KHVH

PDLQO\ UHODWHG WR WKH QHHG WR FRQVLVWHQWO\ DSSO\

WKH $XWKRULW\¶V SHUIRUPDQFH PDQDJHPHQW

V\VWHP� UHYLHZLQJ WKH DSSURDFK WR %HVW 9DOXH

UHYLHZV DQG DGRSWLQJ D PRUH SURDFWLYH DSSURDFK

WR FKDOOHQJH�

2XU UHFHQW UHYLHZ RI SURJUHVV DJDLQVW WKH DFWLRQ

SODQ LQGLFDWHV WKDW VLJQLILFDQW SURJUHVV KDV EHHQ

PDGH LQ VRPH DUHDV� SDUWLFXODUO\ DURXQG

SHUIRUPDQFH PRQLWRULQJ DQG LQFUHDVLQJ WKH

UREXVWQHVV RI FKDOOHQJH DW WKH VFRSLQJ VWDJH RI

WKH UHYLHZ SURFHVV�

+RZHYHU� D ORW UHPDLQV WR EH GRQH DQG ZH DUH

VWLOO FRQFHUQHG DERXW WKH &RXQFLO¶V FDSDFLW\ WR

GHOLYHU UREXVW UHYLHZV DQG LPSOHPHQW FKDQJHV

ZKLFK ZLOO LPSURYH VHUYLFH GHOLYHU\ ZLWKLQ DQ

DFFHSWDEOH WLPHIUDPH�

,W LV LPSRUWDQW WKDW WKH LPSHWXV IRU FKDQJH

FRQWLQXHV DQG EHJLQV WR KDYH DQ LPSDFW RQ WKH

TXDOLW\ RI WKH VHUYLFHV GHOLYHUHG� :H ZLOO UH�YLVLW

%HVW 9DOXH HDUO\ LQ WKH QHZ \HDU WR FRQWLQXH WR

PRQLWRU WKH SURJUHVV PDGH�
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7KLV $QQXDO $XGLW /HWWHU VXPPDULVHV IRU 0HPEHUV

WKH PRUH LPSRUWDQW PDWWHUV DULVLQJ IURP RXU

DXGLW IRU ��������� DQG FRPPHQWV RQ RWKHU

FXUUHQW LVVXHV� :H KDYH SURGXFHG VHSDUDWH

UHSRUWV GXULQJ WKH \HDU RQ FRPSOHWLRQ RI VSHFLILF

DVSHFWV RI RXU ZRUN ZKLFK KDYH EHHQ GLVFXVVHG LQ

GHWDLO ZLWK 2IILFHUV� 7KH UHSRUWV DUH OLVWHG DW WKH

HQG RI WKLV /HWWHU IRU 0HPEHUV¶ LQIRUPDWLRQ�

7KH $XGLW &RPPLVVLRQ KDV FLUFXODWHG WR DOO

DXGLWHG ERGLHV D VWDWHPHQW� ZKLFK VXPPDULVHV

WKH NH\ UHVSRQVLELOLWLHV RI DXGLWRUV� 2XU DXGLW KDV

EHHQ FRQGXFWHG LQ DFFRUGDQFH ZLWK WKH SULQFLSOHV

VHW RXW LQ WKDW VWDWHPHQW� :KDW ZH VD\ DERXW WKH

UHVXOWV RI RXU DXGLW VKRXOG EH YLHZHG LQ WKH

FRQWH[W RI WKDW PRUH IRUPDO EDFNJURXQG�

�
��������������

$XGLW ZRUN LV EDVHG RQ WKH VLJQLILFDQW ILQDQFLDO

DQG RSHUDWLRQDO ULVNV WKDW WKH &RXQFLO IDFHV DQG LV

VWUXFWXUHG DURXQG WKUHH PDLQ HOHPHQWV�

(;+,%,7 �

7KH WKUHH PDLQ HOHPHQWV RI DXGLW REMHFWLYHV

 

$FFRXQWV

•  2SLQLRQ

•  5HJXODULW\

)LQDQFLDO $VSHFWV RI &RUSRUDWH

*RYHUQDQFH

•  )LQDQFLDO VWDQGLQJ

•  /HJDOLW\ RI ILQDQFLDO WUDQVDFWLRQV

•  6\VWHPV RI LQWHUQDO ILQDQFLDO FRQWURO

•  6WDQGDUGV RI ILQDQFLDO FRQGXFW� DQG WKH

SUHYHQWLRQ DQG GHWHFWLRQ RI IUDXG DQG

FRUUXSWLRQ

3HUIRUPDQFH 0DQDJHPHQW

•  %HVW 9DOXH 3HUIRUPDQFH 3ODQV

•  3HUIRUPDQFH LQIRUPDWLRQ

•  8VH RI UHVRXUFHV ± SHUIRUPDQFH VWXGLHV

2XU DXGLW KDV DGGUHVVHG WKH UHTXLUHPHQWV RI WKH

&RGH RI $XGLW 3UDFWLFH DQG ZH KDYH ZRUNHG ZLWK

WKH &RXQFLO WR PD[LPLVH WKH EHQHILWV RI WKH

LQWHJUDWHG DXGLW DSSURDFK� :H KDYH UHYLHZHG

\RXU DUUDQJHPHQWV IRU GHDOLQJ ZLWK ULVNV DQG ZH

KDYH XQGHUWDNHQ PRUH GHWDLOHG ZRUN LQ VHOHFWHG

DUHDV RI KLJKHU DXGLW ULVN�

����
���

•  2SLQLRQ

•  5HJXODULW\

:H DQWLFLSDWH EHLQJ DEOH WR JLYH DQ DXGLW RSLQLRQ

E\ �� 'HFHPEHU ����� 7KLV RSLQLRQ ZLOO FRQWDLQ

DQ HPSKDVLV RI PDWWHU SDUDJUDSK GXH WR WKH OHYHO

RI XQILQDQFHG FDSLWDO H[SHQGLWXUH DW WKH \HDU

HQG�

7KH $XWKRULW\ ZDV ODWH LQ SUHSDULQJ LWV DFFRXQWV

WKLV \HDU DQG WKH\ ZHUH RQO\ DSSURYHG E\ &RXQFLO

RQ WKH �� 1RYHPEHU ����� $V D UHVXOW ZH

FRPPHQFHG RXU DXGLW RQH PRQWK ODWHU WKDQ XVXDO

DOWKRXJK ZH DUH VWLOO DLPLQJ WR JLYH RXU RSLQLRQ

E\ �� 'HFHPEHU �����
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'XULQJ ��������� WKH &RXQFLO SODQQHG WR XVH D

�����P FDSLWDO UHFHLSW IURP WKH VDOH RI 6DOIRUG

3UHFLQFW WR ILQDQFH LWV FDSLWDO SURJUDPPH� 7KH

FRPSOHWLRQ RI WKH VDOH ZDV GHOD\HG XQWLO WKH HQG

RI 0D\ ���� ZKLFK PHDQW WKDW D VLJQLILFDQW SDUW

RI WKH FDSLWDO SURJUDPPH ZDV XQILQDQFHG DW WKH

\HDU HQG�

7KH FDSLWDO FRQWUROV UHJXODWLRQV PDNH LW FOHDU WKDW

WKH &RXQFLO LV RQO\ DEOH WR LQFXU FDSLWDO

H[SHQGLWXUH LQ VR IDU DV LW KDV WKH QHFHVVDU\

µFUHGLW FRYHU¶ ZKLFK LQFOXGHV FDSLWDO UHFHLSWV� 7KH

��������� DFFRXQWV WKHUHIRUH GR QRW FRPSO\

ZLWK WKHVH UHJXODWLRQV� :H ZLOO EH UHIHUULQJ WR

WKLV IDLOXUH WR FRPSO\ LQ RXU RSLQLRQ DQG WKH

$XWKRULW\ PXVW LQWURGXFH PHDVXUHV WR HQVXUH

WKDW D IXQGLQJ VKRUWIDOO GRHV QRW DULVH DJDLQ LQ

WKH IXWXUH�

���	���	
�	���������

������	���������	���

•  )LQDQFLDO VWDQGLQJ

•  /HJDOLW\ RI ILQDQFLDO WUDQVDFWLRQV

•  6\VWHPV RI LQWHUQDO ILQDQFLDO FRQWURO

•  6WDQGDUGV RI ILQDQFLDO FRQGXFW� DQG WKH

SUHYHQWLRQ DQG GHWHFWLRQ RI IUDXG DQG

FRUUXSWLRQ

)LQDQFLDO VWDQGLQJ

7KH &RXQFLO KDV PDGH VRPH SURJUHVV LQ SXWWLQJ

LWV ILQDQFLDO VWDQGLQJ EDFN RQ D VRXQG IRRWLQJ�

+RZHYHU WKH &RXQFLO¶V ILQDQFLDO KHDOWK UHPDLQV

GLIILFXOW DQG PXFK UHPDLQV WR EH GRQH WR VWDELOLVH

WKH ORQJHU WHUP SRVLWLRQ�

)LQDQFLDO VWDQGLQJ ² UHYHQXH

,Q WKH UHFHQW SDVW WKH &RXQFLO KDV IDFHG

VLJQLILFDQW ILQDQFLDO GLIILFXOWLHV� 'XULQJ ���������

D VXGGHQ LQFUHDVH LQ WKH QXPEHU RI FKLOGUHQ LQ

FDUH PHDQW WKDW XUJHQW PHDVXUHV KDG WR EH

WDNHQ WR DYRLG D GHILFLW� 2QH RI WKHVH PHDVXUHV

ZDV WR XVH DOO RI WKH &RXQFLO¶V UHPDLQLQJ UHVHUYHV

LQ WKDW \HDU� 7KH LQFUHDVLQJ FRVW RI FKLOGUHQ LQ

FDUH LV D SUREOHP WKDW LV QRZ EHLQJ IDFHG E\

PDQ\ RWKHU DXWKRULWLHV QDWLRQDOO\�

7KH GLIILFXOWLHV LQ ��������� VKRZHG WKDW WKH

XQGHUO\LQJ OHYHOV RI H[SHQGLWXUH ZHUH ���P

JUHDWHU WKDQ XQGHUO\LQJ UHVRXUFHV� 7KH VFDOH RI

WKH SUHVVXUHV PHDQW WKDW LW ZDV XQUHDVRQDEOH WR

DFKLHYH ILQDQFLDO VWDELOLW\ LQ MXVW RQH \HDU�

&RQVHTXHQWO\ WKH &RXQFLO¶V SODQ ZDV WR SURGXFH D

EDODQFHG EXGJHW E\ WKH \HDU ��������� DQG WR

LQFUHDVH UHVHUYHV LQ SKDVHV WR ��P ���� E\

����������

7KH &RXQFLO KDG WR LPSOHPHQW VRPH UDGLFDO

FKDQJHV LQ ��������� WR DFKLHYH WKH SODQQHG

VDYLQJV� 7KH RXW�WXUQ IRU WKH \HDU ZDV EHWWHU

WKDQ H[SHFWHG DQG WKH &RXQFLO KDV EHHQ DEOH WR

VHW XS WZR QHZ HDUPDUNHG UHVHUYHV WRWDOOLQJ ��P

DV ZHOO DV PDNLQJ WKH SODQQHG ��P FRQWULEXWLRQ

WR JHQHUDO UHVHUYHV� $ EDODQFHG EXGJHW KDV DOVR

EHHQ VHW IRU ��������� DQG WKH ODWHVW PRQLWRULQJ

UHSRUW VKRZV WKDW WKH &RXQFLO LV RQ WDUJHW WR

DFKLHYH WKLV�

7KH &RXQFLO¶V ORQJHU WHUP SURMHFWLRQV VKRZ WKDW

ILQDQFHV DUH JRLQJ WR EH WLJKW IRU WKH IRUHVHHDEOH

IXWXUH� ,W LV DQWLFLSDWHG WKDW VDYLQJV RI

DSSUR[LPDWHO\ ��P ZLOO KDYH WR EH PDGH LQ

��������� DOWKRXJK WKLV FRXOG LQFUHDVH LI WKH

&RXQFLO GHFLGHV WR EULQJ EDFN WR UHYHQXH VRPH RI

WKH FRVWV LW KDV FDSLWDOLVHG LQ WKH SDVW WR HDVH WKH

ILQDQFLDO SUHVVXUHV�

7KH &RXQFLO YLHZV FDSLWDOLVDWLRQ DV D WHPSRUDU\

PHDVXUH WR KHOS WR RYHUFRPH WKH LPPHGLDWH

ILQDQFLDO GLIILFXOWLHV� :H VXSSRUW WKH &RXQFLO¶V

ORQJHU WHUP SODQV ZKLFK VKRZ WKH OHYHO RI

FDSLWDOLVDWLRQ UHGXFLQJ LQ IXWXUH \HDUV�

)LQDQFLDO VWDQGLQJ � FDSLWDO

'XULQJ ��������� LW ZDV IRXQG WKDW WKH FDSLWDO

H[SHQGLWXUH SURSRVDOV H[FHHGHG WKH DYDLODEOH

ILQDQFH E\ ����P DQG WKH WZR ZHUH EURXJKW LQWR

OLQH WKURXJK WKH IROORZLQJ PHDVXUHV�

•  GHIHUULQJ ����P RI H[SHQGLWXUH LQWR

���������

•  LGHQWLI\LQJ ����P RI UHGXFWLRQV LQ FDSLWDO

H[SHQGLWXUH�
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7KH &RXQFLO¶V ORQJHU WHUP FDSLWDO SURSRVDOV

VLJQLILFDQWO\ H[FHHG WKH UHVRXUFHV DYDLODEOH� 7KH

ODWHVW HVWLPDWHV RI WKH ��������� FDSLWDO

SURJUDPPH VKRZ WKDW WKH FRVW RI SRWHQWLDO

VFKHPHV H[FHHGV WKH ILQDQFLDO UHVRXUFHV E\

�����P� $V PHQWLRQHG DERYH� RQH IDFWRU WKDW KDV

FRQWULEXWHG WR WKH SRWHQWLDO RYHU SURJUDPPLQJ LV

FDSLWDOLVDWLRQ WR VXSSRUW WKH UHYHQXH EXGJHW� ,I

WKLV ZDV WR FRQWLQXH DW WKH VDPH UDWH DV LQ

���������� WKH XQGHU�IXQGLQJ ZRXOG EH DOPRVW

���P RU ��� RI WKH SURJUDPPH�

7KH &RXQFLO LQWHQGV WR WDFNOH WKLV RYHU

SURJUDPPLQJ E\�

•  H[DPLQLQJ WKH SRWHQWLDO IRU DOWHUQDWLYH

VRXUFHV RI ILQDQFH VXFK DV 3),

•  FRQWLQXLQJ WR SULRULWLVH DQG UHGXFH FDSLWDO

SURSRVDOV WR EULQJ WKHP LQWR OLQH ZLWK

UHVRXUFHV�

:H ZRXOG VWUHVV WKH LPSRUWDQFH RI WDNLQJ WKHVH

PHDVXUHV WR HQVXUH WKDW FDSLWDO H[SHQGLWXUH GRHV

QRW H[FHHG WKH IXQGLQJ DYDLODEOH�

7KH &RXQFLO¶V FDSLWDO ILQDQFLQJ VWUDWHJ\ SODFHV

VLJQLILFDQW UHOLDQFH RQ FDSLWDO UHFHLSWV� PDQ\ RI

ZKLFK KDYH QRW \HW EHHQ UHDOLVHG� 7KH SUREOHPV

H[SHULHQFHG ODVW \HDU ZLWK WKH VDOH RI 6DOIRUG

3UHFLQFW LOOXVWUDWH WKH GLIILFXOWLHV WKDW FDQ EH

H[SHULHQFHG ZLWK SURSHUW\ GLVSRVDOV� ,W LV

WKHUHIRUH LPSRUWDQW WKDW WKH &RXQFLO FRQWLQXHV WR

FDUHIXOO\ PRQLWRU FDSLWDO UHFHLSWV DQG GRHV QRW

LQFXU FDSLWDO H[SHQGLWXUH XQWLO LW LV FHUWDLQ WKDW

WKH PHDQV WR ILQDQFH LW DUH DYDLODEOH�

:H DUH SOHDVHG WR QRWH WKDW WKH OHYHO RI FDSLWDO

UHFHLSWV LQFOXGHG LQ IXWXUH FDSLWDO SURMHFWLRQV QRZ

UHIOHFWV WKH QRUPDO DQQXDO OHYHO RI VXFK UHFHLSWV�

:KLOVW WKLV ZLOO KDYH FRQWULEXWHG WR WKH SRWHQWLDO

RYHU SURJUDPPLQJ� LW PHDQV WKDW WKH ULVNV

DVVRFLDWHG ZLWK KDYLQJ WR JHQHUDWH KLJK OHYHOV RI

UHFHLSWV KDYH EHHQ UHGXFHG�

/HJDOLW\ RI ILQDQFLDO WUDQVDFWLRQV

:H KDYH LGHQWLILHG LVVXHV WKDW QHHG WR EH

DGGUHVVHG RQ WKH &RXQFLO¶V KRPHVZDSV VFKHPH�

:H UHYLHZHG WKH &RXQFLO¶V RYHUDOO DUUDQJHPHQWV

IRU PRQLWRULQJ WKH OHJDOLW\ RI LWV WUDQVDFWLRQV�

7KHUH DUH SODQV WR VWUHQJWKHQ WKH /HJDO 6HUYLFHV

'LYLVLRQ VR WKDW WKHVH DUUDQJHPHQWV FDQ EH

FDUULHG RXW LQ D PRUH VWUXFWXUHG PDQQHU�

'XULQJ WKH \HDU ZH KDYH UHYLHZHG D QXPEHU RI

VSHFLILF OHJDO LVVXHV LQFOXGLQJ�

•  WUDQVIHU RI UHVLGHQWLDO FDUH KRPHV WR D WUXVW

•  KRPHVZDSV VFKHPH�

7KH WUDQVIHU RI UHVLGHQWLDO FDUH KRPHV LV VWLOO

RQ�JRLQJ� :H ZHUH DVNHG WR UHYLHZ WKH

KRPHVZDSV VFKHPH GXH WR LWV LQQRYDWLYH QDWXUH

DQG VHQVLWLYLW\ ZLWK WKH ORFDO FRPPXQLW\�

:H FRQFXU ZLWK WKH &RXQFLO¶V YLHZ WKDW WKHUH

DSSHDU WR EH OHJLVODWLYH SRZHUV WR HQDEOH

LPSOHPHQWDWLRQ RI WKH VFKHPH� $ FRPSUHKHQVLYH

UHSRUW RXWOLQLQJ WKH OHJDO SRVLWLRQ LV FXUUHQWO\

EHLQJ SUHSDUHG� +RZHYHU ZH IRXQG WKDW WKHUH

ZDV D QHHG WR EH PRUH FOHDU DQG ULJRURXV LQ

UHODWLRQ WR WKH HOLJLELOLW\ FULWHULD� SURFHGXUHV DQG

GRFXPHQWDWLRQ� 5HFRPPHQGDWLRQV KDYH EHHQ

PDGH ZKLFK DUH FXUUHQWO\ EHLQJ FRQVLGHUHG�

$V PHQWLRQHG DERYH� WKH KRPHVZDSV VFKHPH LV

DQ LQQRYDWLYH DSSURDFK WR VROYLQJ D YHU\ GLIILFXOW

SUREOHP� ,I LW LV VXFFHVVIXO LW PD\ EHFRPH D

UHJHQHUDWLRQ PRGHO WKDW LW UHSOLFDWHG LQ RWKHU

SDUWV RI WKH FRXQWU\� ,W LV WKHUHIRUH HVVHQWLDO WKDW

WKH VFKHPH GRHV QRW EHFRPH GLVFUHGLWHG EHFDXVH

RI ZHDNQHVVHV LQ WKH GHWDLOHG RSHUDWLRQDO

SURFHGXUHV�

6\VWHPV RI LQWHUQDO ILQDQFLDO FRQWURO

7KH QHZO\ LPSOHPHQWHG ILQDQFLDO V\VWHPV FRQWDLQ

VRPH FRQWURO ZHDNQHVVHV WKDW DUH FXUUHQWO\ EHLQJ

DGGUHVVHG�

:H UHYLHZHG LQWHUQDO ILQDQFLDO FRQWUROV LQ

EXVLQHVV FULWLFDO V\VWHPV� ,Q $SULO ���� WKH

$XWKRULW\ LQWURGXFHG D QHZ PDLQ DFFRXQWLQJ

V\VWHP� 7KLV LQFOXGHG QHZ SD\UROO� FUHGLWRUV DQG

GHEWRUV V\VWHPV WKDW ZHUH SKDVHG LQ RYHU WKH

FRXUVH RI WKH \HDU�

:H IRXQG WKDW� GXH WR WKH GHPDQGV RI

LQWURGXFLQJ D QHZ V\VWHP� VRPH NH\ FRQWUROV LQ

WKH PDLQ DFFRXQWLQJ V\VWHP KDG QRW EHHQ FDUULHG

RXW UHJXODUO\ WKURXJKRXW WKH \HDU� ,Q DGGLWLRQ� DW

WKH WLPH RI RXU DXGLW� WKHUH ZDV VRPH FRQIXVLRQ

EHWZHHQ RIILFHUV DV WR ZKHUH WKH FRQWUROV RYHU

V\VWHPV IHHGLQJ LQWR WKH OHGJHU VKRXOG EH

H[HUFLVHG�
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7KH ODSVH LQ FRQWUROV GRHV QRW QHFHVVDULO\ PHDQ

WKDW WKH OHGJHU LV ZURQJ EXW FRXOG OHDG WR HUURUV

JRLQJ XQGHWHFWHG DQG VR XQFRUUHFWHG IRU ORQJHU

WKDQ QHFHVVDU\� :H XQGHUVWDQG WKDW VLQFH RXU

DXGLW DFWLRQ KDV EHHQ WDNHQ WR DGGUHVV WKHVH

SUREOHPV� 7KH &RXQFLO LV DLPLQJ WR EH XS WR GDWH

ZLWK DOO WKH UHFRQFLOLDWLRQV E\ -DQXDU\ �����

$V SDUW RI DQ LQWHJUDWHG DXGLW DSSURDFK ZH UHO\

DV PXFK DV SRVVLEOH RQ WKH ZRUN RI ,QWHUQDO

$XGLW� ,QWHUQDO $XGLW DUH FXUUHQWO\ FDUU\LQJ RXW

LQ�GHSWK UHYLHZV RI WKH QHZ SD\UROO� FUHGLWRUV DQG

GHEWRUV V\VWHPV DQG ZLOO EH UHSRUWLQJ WKHLU

ILQGLQJV LQ WKH QHDU IXWXUH� ,QLWLDO LQGLFDWLRQV DUH

WKDW VRPH FRQWUROV FRXOG EH VWUHQJWKHQHG� ,W LV

LPSRUWDQW WKDW WKH &RXQFLO DGGUHVVHV DQ\

ZHDNQHVVHV WKDW PD\ EH LGHQWLILHG E\ WKHVH

,QWHUQDO $XGLW UHYLHZV�

)UDXG DQG FRUUXSWLRQ

7KHUH DUH QR VLJQLILFDQW LVVXHV DULVLQJ�

7KH $XWKRULW\ KDV LPSOHPHQWHG DUUDQJHPHQWV WR

KHOS WR HQVXUH WKDW LWV DIIDLUV DUH PDQDJHG LQ

DFFRUGDQFH ZLWK SURSHU VWDQGDUGV RI ILQDQFLDO

FRQGXFW� 7KHVH LQFOXGH D &RGH RI &RQGXFW IRU

0HPEHUV DQG UHJLVWHUV IRU SHFXQLDU\ LQWHUHVWV

DQG JLIWV DQG KRVSLWDOLW\ UHFHLYHG� 7KH 6WDII &RGH

RI &RQGXFW LV WR EH LVVXHG VKRUWO\�

7KHUH DUH DOVR DUUDQJHPHQWV IRU WKH SUHYHQWLRQ

DQG GHWHFWLRQ RI IUDXG DQG FRUUXSWLRQ� 7KHVH

LQFOXGH DQ DQWL�IUDXG DQG FRUUXSWLRQ SROLF\ DQG

µZKLVWOH EORZLQJ¶ DUUDQJHPHQWV VHW XS LQ

UHVSRQVH WR WKH 3XEOLF ,QWHUHVW 'LVFORVXUH $FW�

6DOIRUG KDYH DOVR WDNHQ SDUW LQ WKH 1DWLRQDO )UDXG

,QLWLDWLYH ZKLFK LV D NH\ GDWD PDWFKLQJ H[HUFLVH

RSHUDWHG WKURXJKRXW WKH SXEOLF VHFWRU WR SUHYHQW

DQG GHWHFW PLVDSSURSULDWLRQ RI SXEOLF IXQGV� 7KLV

H[HUFLVH HQDEOHG WKH &RXQFLO WR VXFFHVVIXOO\

GHWHFW LQVWDQFHV RI IUDXG DQG RYHUSD\PHQW ZLWK D

FRQVHTXHQW VDYLQJ RI �������� ,Q FRPPRQ ZLWK

PRVW VLPLODU DXWKRULWLHV� WKHVH FDVHV UHODWH

SUHGRPLQDQWO\ WR KRXVLQJ EHQHILWV� 7KLV DFWLYLW\

VXSSRUWV WKH FRUSRUDWH DQWL�IUDXG DQG FRUUXSWLRQ

VWUDWHJ\�

�������	�����	�	������

•  %HVW 9DOXH 3HUIRUPDQFH 3ODQ

•  3HUIRUPDQFH LQIRUPDWLRQ

•  8VH RI UHVRXUFHV

%HVW 9DOXH

$OWKRXJK FRPPLWWHG WR WKH FRQFHSW RI %HVW 9DOXH

WKH &RXQFLO KDV VWUXJJOHG WR LPSOHPHQW LW

HIIHFWLYHO\ EHFDXVH RI FDSDFLW\ FRQVWUDLQWV� $V

SDUW RI RXU %933 DXGLW ZH PDGH D QXPEHU RI

IRUPDO UHFRPPHQGDWLRQV WR ZKLFK WKH &RXQFLO

UHVSRQGHG SRVLWLYHO\ DQG DJUHHG D

FRPSUHKHQVLYH VHULHV RI DFWLRQV� 7KHVH PDLQO\

UHODWHG WR WKH QHHG WR FRQVLVWHQWO\ DSSO\ WKH

$XWKRULW\¶V SHUIRUPDQFH PDQDJHPHQW V\VWHP�

UHYLHZLQJ WKH DSSURDFK WR %HVW 9DOXH UHYLHZV

DQG DGRSWLQJ D PRUH SURDFWLYH DSSURDFK WR

FKDOOHQJH� +RZHYHU WKHUH KDV DOVR EHHQ VRPH

VOLSSDJH DJDLQVW WKH DFWLRQ SODQ�

7KH &RXQFLO¶V ��������� %HVW 9DOXH 3HUIRUPDQFH

3ODQ �%933� PHW WKH PLQLPXP VWDWXWRU\

UHTXLUHPHQWV LQ DOO DUHDV DSDUW IURP WKH RPLVVLRQ

RI VRPH SHUIRUPDQFH LQGLFDWRUV� ,Q DGGLWLRQ WKH

6XPPDU\ 3ODQ GLG QRW SURYLGH D IDLU DQG DFFXUDWH

UHIOHFWLRQ RI WKH PDLQ SODQ� :H TXDOLILHG RXU

RSLQLRQ LQ UHVSHFW RI ERWK RI WKHVH LWHPV DQG WKH

6XPPDU\ 3ODQ ZDV VXEVHTXHQWO\ UH�LVVXHG�

2XU DXGLW VKRZHG WKDW %HVW 9DOXH ZDV QRW

VXIILFLHQWO\ LQWHJUDO WR GD\ WR GD\ PDQDJHPHQW

DUUDQJHPHQWV DQG ZDV VRPHWLPHV VHHQ DV DQ

µDGG RQ¶� 7KHUH ZHUH H[DPSOHV RI G\QDPLF JRRG

SUDFWLFH EXW WKHVH QHHG WR EH UHSOLFDWHG DFURVV

WKH $XWKRULW\�

7KH &RXQFLO KDV KDG PDQ\ HOHPHQWV RI D

SHUIRUPDQFH PDQDJHPHQW V\VWHP LQ SODFH IRU D

QXPEHU RI \HDUV EXW WKH DEVHQFH RI D VWURQJ

FRUSRUDWH OHDG KDV UHVXOWHG LQ YDULDWLRQV LQ LWV

DSSOLFDWLRQ EHWZHHQ GLUHFWRUDWHV�
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7KH ILUVW \HDU %HVW 9DOXH UHYLHZ SURJUDPPH KDV

UHVXOWHG LQ OLWWOH LGHQWLILDEOH LPSURYHPHQW LQ

VHUYLFHV ODUJHO\ GXH WR D FRPELQDWLRQ RI VOLSSDJH

LQ FRPSOHWLQJ UHYLHZV DQG DFWLRQ SODQV WKDW ODFN

FODULW\ DQG VSHFLILF� PHDVXUDEOH DFWLRQV� 7KH

OHVVRQV OHDUQW IURP WKH <HDU � UHYLHZ SURFHVV

QHHG WR EH WDNHQ RQ ERDUG WR VHFXUH EHWWHU

SURFHVVHV DQG RXWFRPHV LQ <HDU ��

6LQFH RXU DXGLW WKH &RXQFLO KDV UHVSRQGHG

SRVLWLYHO\ WR RXU UHFRPPHQGDWLRQV� 6LJQLILFDQW

SURJUHVV KDV EHHQ PDGH LQ D QXPEHU RI DUHDV

LQFOXGLQJ�

•  SURGXFWLRQ RI D FRPSUHKHQVLYH SHUIRUPDQFH

PRQLWRULQJ UHSRUW IRU 4XDUWHU � LQ 1RYHPEHU�

)RU HYHU\ LQGLFDWRU VKRZLQJ EHORZ WDUJHW

SHUIRUPDQFH FRPSUHKHQVLYH GHWDLOV ZHUH

SURYLGHG LQFOXGLQJ LGHQWLILFDWLRQ RI DQ\

EDUULHUV WR LPSURYHPHQW DQG ZKDW DFWLRQ ZDV

QHHGHG WR DGGUHVV WKHVH

•  DOLJQPHQW RI SHUIRUPDQFH LQIRUPDWLRQ�

REMHFWLYHV DQG WDUJHWV XQGHU WKH VL[ &RXQFLO

SOHGJHV DQG LQLWLDO PRYHV WR OLQN EXGJHW

DOORFDWLRQV WR SOHGJHV� 7KLV VKRXOG IHHG

WKURXJK LQWR LQGLYLGXDO VHUYLFH SODQV ZKLFK

DUH FXUUHQWO\ XQGHU SUHSDUDWLRQ

•  UHJXODU PHHWLQJV EHWZHHQ WKH /HDGHU DQG

&KLHI ([HFXWLYH DQG OHDGLQJ PHPEHUV DQG

'LUHFWRUV WR GLVFXVV SURJUHVV DQG HQVXUH

FRPPLWPHQW WR WKH GHYHORSLQJ DJHQGD

•  FKDOOHQJH VHVVLRQV IRU UHYLHZV QHDULQJ

FRPSOHWLRQ DQG YLVLRQLQJ FKDOOHQJHV IRU QHZ

UHYLHZV KDYH EHHQ LQLWLDWHG DQG GULYHQ E\ WKH

&KLHI ([HFXWLYH�

+RZHYHU� WKH DJHQGD UHPDLQV FRQVLGHUDEOH DQG

WKHUH DUH VWLOO LVVXHV DURXQG FDSDFLW\� 7KHUH KDV

EHHQ VRPH VOLSSDJH LQ WKH DJUHHG DFWLRQ SODQ DQG

DUHDV WKDW KDYH QRW SURJUHVVHG DV ZHOO DV

RULJLQDOO\ DQWLFLSDWHG LQFOXGH�

•  SUHSDUDWRU\ ZRUN RQ LPSURYLQJ WKH TXDOLW\

DQG FRYHUDJH RI WKH ��������� %933

•  LQGLYLGXDO %HVW 9DOXH UHYLHZV ZLWK QR QHZ

UHYLHZV EHLQJ FRPSOHWHG VLQFH RXU DXGLW

•  DVVHVVPHQW RI WKH ZRUNORDG DVVRFLDWHG ZLWK

%HVW 9DOXH DQG VWDIILQJ OHYHOV QHHGHG WR

UHVRXUFH LW

•  SURMHFW PDQDJHPHQW WUDLQLQJ IRU WKH RIILFHUV

LQYROYHG LQ WKH UHYLHZ SURFHVV

•  FRPSUHKHQVLYH DSSOLFDWLRQ RI WKH VWDII

DSSUDLVDO VFKHPH DFURVV WKH $XWKRULW\�

,W LV LPSRUWDQW WKDW WKH LPSHWXV IRU FKDQJH

FRQWLQXHV DQG EHJLQV WR KDYH DQ LPSDFW RQ WKH

TXDOLW\ RI WKH VHUYLFHV GHOLYHUHG� :H ZLOO UH�YLVLW

%HVW 9DOXH HDUO\ LQ WKH QHZ \HDU WR FRQWLQXH WR

PRQLWRU WKH SURJUHVV PDGH�

3HUIRUPDQFH LQIRUPDWLRQ

7KHUH KDYH EHHQ VLJQLILFDQW SUREOHPV ZLWK WKH

FROODWLRQ RI UHOLDEOH SHUIRUPDQFH LQIRUPDWLRQ

UHVXOWLQJ LQ D TXDOLILHG RSLQLRQ EHLQJ LVVXHG�

0HDVXUHV DUH EHLQJ WDNHQ WR DGGUHVV WKHVH

SUREOHPV�

'XULQJ RXU %HVW 9DOXH DXGLW WHVWV RQ WKH DFFXUDF\

RI D VHOHFWLRQ RI WKH SHUIRUPDQFH LQGLFDWRUV

VKRZHG WKDW ��� RI WKH HVWLPDWHV WHVWHG ZHUH

QRW VRXQGO\ EDVHG� 6XSSOHPHQWDU\ ZRUN E\ WKH

$XWKRULW\ SURYHG WKDW� LQ WHUPV RI WKH DFFXUDF\ RI

WKH HVWLPDWHV FRPSDUHG WR WKH \HDU HQG DFWXDOV�

��� ZHUH VLJQLILFDQWO\ GLIIHUHQW� :H WKHUHIRUH

TXDOLILHG RXU %HVW 9DOXH RSLQLRQ LQ UHVSHFW RI

WKHVH LQDFFXUDFLHV�

:H DOVR HQFRXQWHUHG D QXPEHU RI SUREOHPV ZLWK

WKH ZRUNLQJ SDSHUV VXSSRUWLQJ WKH SHUIRUPDQFH

LQGLFDWRU FDOFXODWLRQV LQFOXGLQJ�

•  IDLOXUH WR NHHS ZRUNLQJ SDSHUV

•  LQVXIILFLHQW VXSSRUWLQJ GRFXPHQWDWLRQ

•  GHOD\V LQ SURGXFLQJ ZRUNLQJ SDSHUV IRU DXGLW�

6LQFH WKHQ ZH KDYH DXGLWHG WKH SHUIRUPDQFH

LQGLFDWRUV DFWXDO ILJXUHV IRU WKH \HDU DQG ZKLOVW

VRPH DUHDV KDG LPSURYHG RWKHUV KDG QRW�

,Q RUGHU WR DVVLVW LQ WKH SURGXFWLRQ RI DFFXUDWH

LQIRUPDWLRQ 'LVWULFW $XGLW KDV UHFHQWO\ KHOG D

VHULHV RI ZRUNVKRSV GHVLJQHG WR H[SODLQ WR VWDII

KRZ WR VHW WDUJHWV DQG SURGXFH FOHDU DXGLW WUDLOV�

,Q DGGLWLRQ WKH $XWKRULW\ DUH GHYHORSLQJ D TXDOLW\

DVVXUDQFH V\VWHP ZLWK 'LUHFWRUV WR HQVXUH

DXGLWLQJ DQG FKHFNLQJ DW DOO OHYHOV DQG VWDJHV DQG

WKLV ZRUN LV RQ WDUJHW IRU GHOLYHU\ LQ

'HFHPEHU �����

7KLV ZRUN VKRXOG FRQWLQXH VR WKDW HYHQWXDOO\

SHUIRUPDQFH LQGLFDWRUV EHFRPH DQ LQWHJUDWHG

SDUW RI WKH $XWKRULW\¶V RYHUDOO PDQDJHPHQW

DUUDQJHPHQWV ZLWK RIILFHUV WDNLQJ RZQHUVKLS RI

WKH SHUIRUPDQFH LQGLFDWRU GDWD�
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8VH RI UHVRXUFHV

:H KDYH UHSRUWHG LVVXHV LQ D QXPEHU RI VSHFLILF

DUHDV DQG� LQ SDUWLFXODU� ZH GUDZ 0HPEHUV¶

DWWHQWLRQ WR RXU ILQGLQJV RQ VFKRRO EXGJHWV�

KRXVLQJ PDQDJHPHQW DUUDQJHPHQWV DQG WKH

FROOHFWLRQ RI LQFRPH�

6FKRRO EXGJHWV

6FKRROV KDYH KDG FRQWURO RYHU WKHLU RZQ EXGJHWV

VLQFH WKH LQWURGXFWLRQ RI ORFDO PDQDJHPHQW LQ

VFKRROV LQ ���� EXW UHFHQW GHYHORSPHQWV VXFK DV

)DLU )XQGLQJ DQG WKH 6WDQGDUGV )XQG SUHVHQW QHZ

FKDOOHQJHV IRU WKHLU EXGJHW PDQDJHPHQW� 2XU

DXGLW UHYLHZHG WKH ZD\ LQ ZKLFK WKH /($ VXSSRUWV

ILQDQFLDO DQG UHVRXUFH PDQDJHPHQW LQ VFKRROV�

:H IRXQG PDQ\ H[DPSOHV RI JRRG SUDFWLFH ZLWKLQ

WKH $XWKRULW\¶V DSSURDFK� ,Q SDUWLFXODU ZH

LGHQWLILHG DV VWUHQJWKV WKH ULVN�EDVHG IUDPHZRUNV

GHYHORSHG E\ WKH ,QVSHFWLRQ�$GYLVRU\ 6HUYLFH

DQG ,QWHUQDO $XGLW WR IRFXV WKHLU ZRUN� DQG WKH

/($¶V FR�RUGLQDWHG UHVSRQVH WR VFKRROV FDXVLQJ

FRQFHUQ�

:H DOVR IRXQG WKDW�

•  DOWKRXJK D )DLU )XQGLQJ 5HYLHZ *URXS PHHWV

UHJXODUO\ WR FRQVLGHU WKH IXQGLQJ IRUPXOD�

WKHUH KDYH EHHQ QR IXQGDPHQWDO UHYLVLRQV

VLQFH LWV LQFHSWLRQ LQ ����

•  WKHUH ZHUH VRPH DUHDV LQ ZKLFK EHWWHU

PDQDJHPHQW LQIRUPDWLRQ FRXOG EH SURYLGHG

WR VFKRROV HJ HDUOLHU FRPPXQLFDWLRQ RI

EXGJHW DOORFDWLRQV� UHJXODU UHFRQFLOLDWLRQ RI

VFKRROV¶ V\VWHPV WR WKHLU EDQN DFFRXQWV

•  WKHUH LV OLWWOH IOH[LELOLW\ LQ WKH WUDGHG ILQDQFLDO

VHUYLFHV RIIHUHG WR VFKRROV�

:H KDYH DJUHHG DQ $FWLRQ 3ODQ DLPHG DW

DGGUHVVLQJ WKHVH LVVXHV�

+RXVLQJ PDQDJHPHQW DUUDQJHPHQWV

:H FDUULHG RXW WKLV UHYLHZ DW WKH UHTXHVW RI WKH

$XWKRULW\ IROORZLQJ VLPLODU UHYLHZV LQ WKH

(GXFDWLRQ DQG 6RFLDO 6HUYLFHV 'LUHFWRUDWHV� :H

UHYLHZHG WKH +RXVLQJ 'LUHFWRUDWH¶V PDQDJHPHQW

DUUDQJHPHQWV LQ WKH IROORZLQJ WKUHH DUHDV�

•  VWUDWHJLF GHFLVLRQ PDNLQJ

•  SHUIRUPDQFH PDQDJHPHQW

•  PDQDJHPHQW RI YRLG SURSHUWLHV�

:H FRQFOXGHG WKH DXGLW ZLWK DQ DFWLRQ SODQQLQJ

ZRUNVKRS DW ZKLFK WKH &RXQFLO¶V UHVSRQVH WR RXU

UHFRPPHQGDWLRQV ZDV DJUHHG�

:LWK UHJDUG WR WKH IXWXUH KRXVLQJ VWUDWHJ\� ZH

IRXQG WKDW WKH +RXVLQJ 'LUHFWRUDWH KDG FROOHFWHG

D ORW RI LQIRUPDWLRQ WR KHOS LQIRUP IXWXUH

GHFLVLRQV EXW KDG VWLOO WR DFW RQ LW� :H DJUHHG

WKDW WKH EHVW ZD\ IRUZDUG ZRXOG EH IRU WKH QHZO\

GHYHORSHG DUHD DFWLRQV SODQV� SUHSDUHG DV SDUW RI

WKH 8QLWDU\ 'HYHORSPHQW 3ODQ� WR IRUP WKH EDVLV

RI WKH IXWXUH KRXVLQJ VWUDWHJ\� 7KHVH KDYH WKH

DGYDQWDJH RI FRYHULQJ DOO WKH VHUYLFHV LQ DQ DUHD�

ZKHWKHU SURYLGHG E\ WKH &RXQFLO RU H[WHUQDO

SDUWQHUV� DQG ZLOO HQVXUH WKDW KRXVLQJ LV QRW

FRQVLGHUHG LQ LVRODWLRQ�

,Q WKH FDVH RI SHUIRUPDQFH PDQDJHPHQW ZH

DJUHHG WKDW WKH +RXVLQJ 'LUHFWRUDWH ZRXOG PDNH

D QXPEHU RI LPSURYHPHQWV WR WKHLU FXUUHQW

DUUDQJHPHQWV LQFOXGLQJ�

•  GHYHORSLQJ DFWLRQ SODQV WR DFKLHYH VHUYLFH

SODQV

•  WUDQVODWLQJ NH\ REMHFWLYHV LQWR SHUIRUPDQFH

WDUJHWV WKDW FDVFDGH WKURXJK WKH 'LUHFWRUDWH

LQ WKH IRUP RI VHUYLFH DQG LQGLYLGXDO WDUJHWV

•  LQWURGXFLQJ D VWDII DSSUDLVDO V\VWHP DFURVV

WKH 'LUHFWRUDWH�

)LQDOO\� LQ WKH WKLUG DUHD RI YRLG PDQDJHPHQW� ZH

IRXQG WKDW WKHUH ZDV D QHHG WR UHGXFH WKH

QXPEHU RI VRFLDO KRXVLQJ XQLWV DFURVV WKH &LW\�

:H DJUHHG WKDW VKRUW� PHGLXP DQG ORQJ WHUP

WDUJHWV IRU WKH OHYHO RI FRXQFLO RZQHG KRXVLQJ

ZRXOG EH VHW DV SDUW RI WKH DUHD EDVHG SODQQLQJ

SURFHVV�

&ROOHFWLRQ RI LQFRPH

:H UHSRUWHG LQ ODVW \HDU¶V PDQDJHPHQW OHWWHU

WKDW WKH OHYHO RI GHEW RXWVWDQGLQJ ZDV D

VLJQLILFDQW ULVN IRU WKH &RXQFLO DQG ZDV KLJK LQ

FRPSDULVRQ WR RWKHU DXWKRULWLHV� 7KLV \HDU¶V

UHYLHZ FRQFHQWUDWHG RQ WKH &RXQFLO¶V

SHUIRUPDQFH LQ FROOHFWLQJ LQFRPH IRU�

•  FRXQFLO WD[

•  VXQGU\ GHEWRUV�
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:H IRXQG WKDW LQ UHFHQW \HDUV FRXQFLO WD[ DQG

VXQGU\ GHEWRU UHFRYHU\ SURFHGXUHV KDYH QRW

EHHQ ULJRURXV LQ WKHLU GHVLJQ DQG DSSOLFDWLRQ�

+RZHYHU GXULQJ WKH ODVW WZHOYH PRQWKV WKH

&RXQFLO KDV LQWURGXFHG VRPH FKDQJHV LQ LWV

SURFHGXUHV DLPHG DW LPSURYLQJ WKH FROOHFWLRQ

UDWHV LQ WKHVH WZR DUHDV�

7KHVH GHYHORSPHQWV KDYH JHQHUDOO\ WDNHQ SODFH

DV GHSDUWPHQWDO LQLWLDWLYHV UDWKHU WKDQ DV SDUW RI

DQ RYHUDOO VWUDWHJ\ RQ LQFRPH FROOHFWLRQ� 7R

VLJQLILFDQWO\ LPSURYH WKH FROOHFWLRQ RI LQFRPH

RYHUDOO WKHUH QHHGV WR EH D FRPSUHKHQVLYH

FRUSRUDWH LQFRPH FROOHFWLRQ SROLF\ DFURVV WKH

ERDUG� :LWKRXW D FOHDU FRUSRUDWH OHDG� WKH

LQLWLDWLYHV WDNHQ VR IDU ZLOO QRW EH HIIHFWLYH LQ

PHHWLQJ WKH QHZ GHPDQGV SODFHG RQ WKH &RXQFLO�

2XU UHYLHZ DOVR VKRZHG WKDW�

•  WKHUH LV D QHHG WR H[SORUH WKH RSWLRQV IRU

UHGXFLQJ WKH QXPEHU RI VPDOO YDOXH LQYRLFHV�

LQFOXGLQJ D PXFK JUHDWHU HPSKDVLV RQ

SUHSD\PHQWV DQG DJJUHJDWHG LQYRLFHV

•  WKH QHZ SURFHGXUHV DUH MXVW EHJLQQLQJ WR

KDYH D SRVLWLYH LPSDFW RQ FROOHFWLRQ UDWHV EXW

QHHG WR FRQWLQXH WR EH ULJRURXVO\ HQIRUFHG

•  WKH DGPLQLVWUDWLRQ RI ROG VXQGU\ GHEWV LV

KLQGHULQJ WKH HIIHFWLYH SHUIRUPDQFH RI WKH

QHZ PHDVXUHV WDNHQ E\ WKH &RXQFLO

•  WKH &RXQFLO KDV D KLJK OHYHO RI RXWVWDQGLQJ

WUDQVDFWLRQV ZLWK VRPH RI LWV RZQ VFKRROV DQG

RWKHU SXEOLF ERGLHV� SDUWLFXODUO\ 6DOIRUG

8QLYHUVLW\

•  WKH &RXQFLO KDV QRW KDG DQ DFWLYH SROLF\ IRU

ZULWH�RIIV ZLWK PDQ\ DFFRXQWV O\LQJ GRUPDQW

RQ WKH V\VWHP DOWKRXJK ZRUN RQ UHYLHZLQJ

WKHVH KDV UHFHQWO\ FRPPHQFHG

•  WKH EDG GHEW SURYLVLRQ QHHGV WR EH

UH�DSSUDLVHG DV WKLV GRHV QRW FXUUHQWO\ UHIOHFW

WKH OHYHO RI DUUHDUV�

:H DUH FXUUHQWO\ GLVFXVVLQJ RXU UHSRUW ZLWK

RIILFHUV DQG ZLOO EH DJUHHLQJ DQ $FWLRQ 3ODQ WR

WDNH RXU UHFRPPHQGDWLRQV IRUZDUG LQ WKH QHDU

IXWXUH� 5HVROXWLRQ RI VRPH RI WKHVH LWHPV� VXFK

DV WKH ZULWH�RIIV DQG EDG GHEWV SURYLVLRQ� LV

SDUWLFXODUO\ LPSRUWDQW GXH WR WKHLU SRWHQWLDO

LPSDFW RQ WKH &RXQFLO¶V ILQDQFLDO KHDOWK�

1HZ GHPRFUDWLF DUUDQJHPHQWV

7KH &RXQFLO UHVSRQGHG WR WKH GHPRFUDWLF UHQHZDO

DJHQGD LQ DGYDQFH RI WKH /RFDO *RYHUQPHQW $FW

���� E\ RSHUDWLQJ SLORW DUUDQJHPHQWV VLQFH

'HFHPEHU �����

$V UHTXLUHG E\ OHJLVODWLRQ DQG JXLGDQFH WKH

&RXQFLO KDV WKLV \HDU�

•  FDUULHG RXW FRPSUHKHQVLYH SXEOLF FRQVXOWDWLRQ

DURXQG WKH WKUHH RSWLRQV IRU WKH QHZ

H[HFXWLYH DUUDQJHPHQWV

•  VXEPLWWHG SURSRVDOV� EDVHG RQ WKH UHVXOWV RI

WKH FRQVXOWDWLRQ� VHWWLQJ RXW WKH LQWHQWLRQ WR

SURFHHG ZLWK WKH /HDGHU DQG &DELQHW PRGHO

•  SUHSDUHG D QHZ FRQVWLWXWLRQ ZKLFK ZDV

DGRSWHG E\ IXOO &RXQFLO RQ

�� 6HSWHPEHU �����

7KH H[SHULHQFH JDLQHG IURP WKH SLORW

DUUDQJHPHQWV KDV EHHQ XVHG SRVLWLYHO\ WR

GHYHORS WKH ILQDO SURSRVDOV DQG FRQVWLWXWLRQ� 7KH

&RXQFLO KDV EHHQ RSHQ WR DGYLFH DQG DVVLVWDQFH

IURP RWKHU SDUWLHV LQFOXGLQJ RXUVHOYHV� :H DUH

SOHDVHG WR VHH WKDW WKH LQWHQWLRQ LV WR PDLQWDLQ

WKLV DSSURDFK ZLWK WKH QHZ FRQVWLWXWLRQ EHLQJ

VHHQ DV D OLYLQJ GRFXPHQW ZKLFK ZLOO EH VXEMHFW

WR UHJXODU UHYLHZ WR VHFXUH LWV ILWQHVV IRU

SXUSRVH�

,Q FRPPRQ ZLWK RWKHU DXWKRULWLHV WKH SULRULW\

QRZ ZLOO EH WR HQVXUH WKDW WKH QHZ DUUDQJHPHQWV

ZRUN LQ SUDFWLFH DQG GHOLYHU WKH LPSURYHPHQWV

H[SHFWHG RI WKHP� ,Q SDUWLFXODU WKH IROORZLQJ

LVVXHV ZLOO QHHG WR EH DGGUHVVHG�

•  WKH HIIHFWLYH RSHUDWLRQ RI WKH VFUXWLQ\

IXQFWLRQ

•  WKH GHYHORSPHQW RI WKH )RUZDUG 3ODQ LQWR D

XVHIXO DQG PHDQLQJIXO GRFXPHQW

•  DUULYLQJ DW D SURSHU EDODQFH EHWZHHQ

FROOHFWLYH H[HFXWLYH PDQDJHPHQW DQG

GHOHJDWLRQ WR ERWK /HDG PHPEHU DQG RIILFHUV

•  DJUHHLQJ ILQDQFLDO UHJXODWLRQV WKDW PHHW QHZ

UHTXLUHPHQWV

•  WKH RSHUDWLRQ RI WKH QHZ HWKLFDO

DUUDQJHPHQWV RQFH ILQDO JXLGDQFH KDV EHHQ

LVVXHG�

:H DUH DZDUH WKDW ZRUN LV LQ KDQG LQ DOO RI WKHVH

DUHDV DQG ZLOO EH UHYLHZLQJ SURJUHVV DV SDUW RI

QH[W \HDU¶V DXGLW�
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2WKHU VHUYLFH UHYLHZV

:H FDUULHG RXW VL[ RWKHU UHYLHZV GXULQJ WKH \HDU�

VRPH RI ZKLFK ZHUH IROORZLQJ XS WKH SURJUHVV

PDGH RQ UHFRPPHQGDWLRQV IURP SDVW VWXGLHV�

7KH NH\ ILQGLQJV DUH VXPPDULVHG LQ ([KLELW ��

(;+,%,7 �

.H\ LVVXHV DULVLQJ IURP XVH RI UHVRXUFHV UHYLHZV

6HUYLFH UHYLHZHG�NH\ ILQGLQJV 3URJUHVV�)XUWKHU DFWLRQ QHHGHG

+HDOWK $FW IOH[LELOLWLHV

$W WKH WLPH RI RXU UHYLHZ� LQ 0D\ �����

WKH &RXQFLO ZDV LQ WKH HDUO\ VWDJHV RI

GHYHORSLQJ D SDUWQHUVKLS IRU WKH

SURYLVLRQ RI VHUYLFHV IRU DGXOWV ZLWK

OHDUQLQJ GLVDELOLWLHV�

'LVWULFW $XGLW KDV GHYHORSHG D FKHFNOLVW FRYHULQJ WKH DUHDV WKDW VKRXOG

EH FRQVLGHUHG ZKHQ HVWDEOLVKLQJ SDUWQHUVKLSV� 7KH $XWKRULW\ LV

FRQWLQXLQJ WR DGGUHVV WKH RXWVWDQGLQJ LVVXHV KLJKOLJKWHG E\ WKH

FKHFNOLVW� :H LQWHQG WR UH�YLVLW WKLV DUHD WR UHYLHZ SURJUHVV HDUO\ LQ WKH

QHZ \HDU�

,QIRUPDWLRQ 6RFLHW\

7KH &RXQFLO KDV FRPPLWWHG VXEVWDQWLDO

LQYHVWPHQWV LQ ,&7 IDFLOLWLHV WR HQDEOH

PRGHUQLVDWLRQ WKURXJK HOHFWURQLF VHUYLFH

GHOLYHU\� 7KHUH KDYH EHHQ D QXPEHU RI

DFKLHYHPHQWV GXULQJ WKH \HDU LQFOXGLQJ

FRQWLQXLQJ LPSOHPHQWDWLRQ RI WKH RIILFH

DXWRPDWLRQ SURMHFW DQG FDOO FHQWUH

VHUYLFHV�

7KH &RXQFLO KDV EHHQ DZDUGHG 3DWKILQGHU VWDWXV IRU LWV HOHFWURQLF

JRYHUQPHQW SURMHFW� 7KH GHWDLOHG SODQV WKDW KDYH EHHQ SUHSDUHG WR

VXSSRUW WKH 3DWKILQGHU REMHFWLYHV KDYH QRZ WR EH LPSOHPHQWHG�

(QJDJHPHQW ZLWK DQG RZQHUVKLS E\ VHUYLFH PDQDJHUV LV OLNHO\ WR EH D

FULWLFDO VXFFHVV IDFWRU LQ WKH GHOLYHU\ RI RYHUDOO SURJUDPPH REMHFWLYHV�

3ODQQLQJ VFKRRO SODFHV

7KH VHFRQGDU\ VFKRRO UHYLHZ LV

XQGHUZD\ DQG VXUSOXV SODFHV VKRXOG EH

QR PRUH WKDQ �� E\ WKH WLPH WKLV

H[HUFLVH LV FRQFOXGHG�

:RUN LV SURJUHVVLQJ RQ WKH SODQV WR UHGXFH WKH QXPEHU RI VXUSOXV

SODFHV LQ SULPDU\ VFKRROV DOWKRXJK WKHUH KDV EHHQ VRPH VOLSSDJH LQ WKH

SURJUDPPH� 6HFXULQJ IXQGLQJ WR ILQDQFH DQ\ VWUXFWXUDO FKDQJHV WR

VFKRRO EXLOGLQJV WKDW PD\ EH UHTXLUHG DV D UHVXOW RI WKH UHYLHZ PD\ EH

D SUREOHP�

6FKRRO DWWHQGDQFH DQG H[FOXVLRQ

7KH $XWKRULW\ KDV VXFFHHGHG LQ UHGXFLQJ

WKH FRVW DQG LPSURYLQJ WKH HIIHFWLYHQHVV

RI WKH (GXFDWLRQ :HOIDUH 6HUYLFH�

7KH $XWKRULW\ KDV ZRUNHG KDUG WR LPSURYH WKH LQFOXVLYHQHVV RI LWV

SURYLVLRQ EXW GHVSLWH WKHVH HIIRUWV WKH H[FOXVLRQ UDWH� SDUWLFXODUO\ LQ

VHFRQGDU\ VFKRROV� KDV UHPDLQHG KLJK� )XUWKHU ZRUN LV UHTXLUHG WR

XQGHUVWDQG WKH HIIHFWLYHQHVV RI GLIIHUHQW DSSURDFKHV�

$VVHW PDQDJHPHQW

7KH &RXQFLO KDV GHYHORSHG LWV DVVHW

PDQDJHPHQW DUUDQJHPHQWV LQFOXGLQJ

SURGXFLQJ DQ $VVHW 0DQDJHPHQW 3ODQ LQ

DFFRUGDQFH ZLWK WKH '7/5 WLPHWDEOH�

:RUN LV FRQWLQXLQJ LQ WKH IROORZLQJ DUHDV�

•  OLQNLQJ WKH $VVHW 0DQDJHPHQW 3ODQ WR WKH VL[ SOHGJHV

•  FDOFXODWLQJ WKH RQ�JRLQJ FRVW RI PDLQWDLQLQJ WKH DVVHW EDVH

•  XQGHUWDNLQJ SKDVH WZR RI WKH SURSHUW\ %HVW 9DOXH UHYLHZ

•  GHYHORSLQJ EHQFKPDUNLQJ IRU UXQQLQJ FRVWV�

3URELW\ LQ SODQQLQJ

*RRG SURJUHVV KDV EHHQ PDGH LQ

DGGUHVVLQJ NH\ LPSURYHPHQW DUHDV

LGHQWLILHG ODVW \HDU�

7KH RQO\ LVVXH VWLOO RXWVWDQGLQJ LV WKH QHHG WR LQFOXGH FHUWDLQ SROLFLHV LQ

WKH QHZ 8QLWDU\ 'HYHORSPHQW 3ODQ ZKHQ LW LV SXEOLVKHG LQ �����
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:H DUH FXUUHQWO\ FRQVLGHULQJ WKH VLJQLILFDQW

RSHUDWLRQDO DQG ILQDQFLDO ULVNV IDFLQJ WKH &RXQFLO

WKDW ZLOO QHHG WR EH DGGUHVVHG LQ QH[W \HDU¶V

DXGLW�

:H ZLOO GLVFXVV RXU ULVN DVVHVVPHQW ZLWK \RXU

RIILFHUV EHIRUH SURGXFLQJ DQ DXGLW SODQ�

�
���������	���

)LQDOO\� , ZRXOG OLNH WR WDNH WKLV RSSRUWXQLW\ WR

H[SUHVV P\ DSSUHFLDWLRQ IRU WKH DVVLVWDQFH

UHFHLYHG IURP RIILFHUV GXULQJ WKH FRXUVH RI RXU

ZRUN� 2XU DLP LV WR SURYLGH D KLJK VWDQGDUG RI

DXGLW VHUYLFH ZKLFK PDNHV D SUDFWLFDO DQG

SRVLWLYH FRQWULEXWLRQ WR WKH ZRUN RI WKH &RXQFLO�

:H UHFRJQLVH WKH YDOXH RI \RXU FR�RSHUDWLRQ DQG

VXSSRUW�

6XH 6XQGHUODQG

'LVWULFW $XGLWRU

'HFHPEHU ����
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•  6FKRRO %XGJHWV �0D\ �����

•  %HVW 9DOXH 5HSRUWV �-XQH �����

•  5HYLHZ RI 0DQDJHPHQW $UUDQJHPHQWV LQ

+RXVLQJ �-XO\ �����

•  +HDOWK $FW )OH[LELOLWLHV ± /HDUQLQJ 'LVDELOLWLHV

�$XJXVW �����

•  &RUH 3URFHVV DQG &RUSRUDWH *RYHUQDQFH

$UUDQJHPHQWV �6HSWHPEHU ����� �GUDIW

•  &ROOHFWLRQ RI ,QFRPH �2FWREHU ����� � GUDIW

•  *HQHUDO )LQDQFLDO 6WDQGLQJ �2FWREHU ����� �

GUDIW

•  +RPHVZDSV �1RYHPEHU ����� � GUDIW


