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( QWRUV1 RM

+HCCR DQG ZHBRPH DIDIQ VR IQGXVMWW  1RW HYHUWIQ) WDW UHRHYHV
&RP SOSRWY SHIXODWRUY  5RXQGXS  FRYHDIH RQ WH Z HEVW P DNHV IMRQWR WH
SIRYIGIQJ RXU PROKO® GUHW R S5HIXOWRY 5RXQGXS
UHIXOWRY XSGDWV DQG QHZ V ILRP WH
SDWHZ Z HHWWDW HEHIHYHZ I@EHRI  $VDZD\V Z HUH KHH VR KHS DQG VR SGDWH
LOMHWIR \ RX |HHO UHH VR FRQEPWKVLL DQ' R WHVH DUAE®N

SURP SWA RX VR WIQN DERXWKRZ ZH P LIKW

| \ RX 11QG WHVH DUAFBV Rl IOMHMMKHQ ~ ZRWIN VRIHWHU VR P HHW \RXU QHHGV ©
Z HG VXJJHW\DOR VBNQJ WH RSSRUMQW ~ DGGIMRQ  SGDVH GR QRWKHVVIOM \R FRQUFW
VR VENH D ®RN DWRXU ZHEMMW ZKHH PH DW UFKDUG FRWIE\ Q# FRP SOSRUAFR XN
\ RX@VHH WDWRXU'QUIKW — SUNFBV DIH ~ Z IW \ RXUWRXIKW L1GHDV DQG |HHGEDAN RQ
XSGDWG RQ D IIHTXHQAEDWY IQ RWGGHUVR ~ KRZ Z HFDQ P DNH WH 5RXQGXS HYHQ EHWHAU
SWRYIGH IHIX@UXSGDMVIQD IDWP RYIQ)  : HG ®RYHWR KHDUILRP \ RX

5 HIXMARQ

) &$ 3LRSRWHV 1 HZ 5XGVVRR 7DFNGI * UHHQZ DWKLQJ

* IHHQZ DWKIQJ IV WH SUDPAFH Rl FRUSRUDWRQV
VHHNQI R | DOHO DQG GHRHSWYHD SHUXDGH WH
SXEQF WDWWH DUH HQYILRQP HOB® [UHQGD

Z KHQWH DUHQW* UHHQZ DVKLQJ 1V D SRWQUWDD

P DWLYH SLIREGP DV IMFDQ ®DG FRQUXP HW/Z KR

KDYH HYHU LOMQUWRQ Rl DGRSWQU D VXWRLQDE®!

QHW®! VRZ DUGV EHQI XQNQRZ LQI® SDUARI WH
SIREGP )WRP DQ )&$ SHUSHAWYH  6DFKD
6DGDQ WH) &$ V' WHARURI ( QYILRQP HOWBRADO
DQG * RYHUODQAH KDV WG WDWI UHHQZ DVKLQU

HURGHV WKWWIQ DT 6% SURGXFW

2 YHU UHFHQW\ HDWY/ JUHHQZ DWKIQ) @AJDARQ KDV EHHQ JDIQIQ) SDFH IRU H DP S® JRYHUODP HOW
HQIRUAHP HQWDPWRQV DQG AYIODIZ VXIW VXJ JHVAQI JUHHQZ DVKLQJ IV RQ WH UVH JRED® / INHZ MH D
IHZ Z HH\V DIR WH $GYHUMAQ) 6VBQGDUGY $XWRUW EDQQHG D VHUHV Rl + 6%& V DGYHIW ULHDWQJ \R
WHUJ UHHQ FLHGHQWDY EHFIDXVH WH. GIG QRWP HQWRQ WHUIIQDQAQ] RI 1RO XHOSLRMPW DQG @O\
VR GHRIHWIMRQ Z KIFK WH MGIHG R EH P IMBDGIQ)  7KHVH HIRUN FRIQAGH Z W WH ) &$ V UHFHQW
_SROVXAUIMRQ 3DSHJRQ 6XVRILQDELQW ' IMFRVXIH SHTXILHP HQW 6" 5 DQG LQYHWR HOMDEHY DIP 1QJ

WR FOP S GRZ Q RQ JUHHQZ DWKIQU
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7KH) &$ IV SUIRSRMQUI QHZ KBV Z KIFK Z LOBLRWIPAFRQUXP HUYY DQG LOVMDAKVIQ VXAQDE G
LOYHR HOWBLRGXFW Z KIEK IRUP VSDUARI WH) &$ VZ IGHU( 6% 6WDWI\ DQG %XMOQHW 3@Q 7KH) &$
KDVIRXQG WDAD QXP EHUR! ILLP VP D\ EHP DNQJ H DJJHUDWMG RUP IMBDGIQ) VXLQDELDN UHDWG
FOIP V DERXWIMHULQYHWR HQASURGXPW FOIP V\WDAGRQVWABIQG XS VR VEUKWO,

QOKWRI WLV &3 SURSRVHV W IOWRGXHH WH | RCRZ 1€

e  6XVWRIQDE®! IQYHW? HOMDEHY Z KIKK Z IJILYH FRQVXP HY WH FRQILGHOAH VR FKRRWH WH WKW
SWRGXFW | RUWHP
e  7KUHHFDWIRUHV | RUVMRIQDE®! LQYHWR HOWELRGXFW

BXWILQDE®! | RFXV WHVH SLRGXFWDIP VR LQYHVAIQ DWHW WDADUH HQYLLRQP HQWB@ DQG RU
VRAD® VXWLQDE®

BXWILQDE®I IP SLIRYHY SURGXPWZ KIEK DIP VR LQYHWALQ DMWHW WDWKDYH SRMQUWDOR GHOYHU

P HDVXWDE®! P SIRYHP HQW 1Q WHUHQYILRQP HQWEBCDQG RUVRADOXWRIQDELDN RYHUWP H
EX\WILQDE®! LP SDRVWHVH SLRGXFW DIP VR DFKIHYH D SRUMIYH P HDVXUDE®! FRQMEXWRQ VR UHDO
Z RUTS VWRAQDELDN RXWRP HV

o &RQUXP HUIDAQ) GMFRVXLHV R KHS FRQUXP HY XQGHUAMIQG WH NH  VXWRIQDELON UHDWG
IHDWUHVRI DQ LQYHWR HQASURGXPW

o ' HEIGIG GMFRVXIHV \BUHMG DWZ IGHU DXGHQAHV VXAK DV IOVMAMWRQDO LQYHWRY RU ULMWVBIO
LOYHVRW/ Z KR Z DQWR NQRZ P RWH

e 1DPIQ DQG P DINHMQI XBV Z KIFK IMMPWKRZ FHUBIQ VX\WBQDELDN UHDWG WP V VIXFK DV
(6*  JUHHQ RU VXWRIQDE®! FDQ EH XVHG LQ SURGXPAQDP HV DQG P DINHWQJ | RUSLRGXPW Z KLFK
GRQW/OMUA\ WH VXVILODE®! LOYHR HOWDEHY

o SHTXILHP HQW |RU GMMEXVRWY/ VR HQVXUH WDWSLRGXPAGIYHOLQ RLP DARQ LV P DGH DYDIDE®! \R
FRQUXP HW/

e $ JHQHDODQWIUHHQZ DWKIQ) X®1 DSSTHG VR DOUHIXOWG | LLP V Z KIFK UHWLDWV H MAQT KBV
VR FOUL\ WDWXVLQDELDN UHDWG FOIP VP XWEH FGDU | DIUDQG QRWP IMBDGIQJ

-DXDY 1V WH GHDGIRH |RU ULHVSRQWHV \R &3 7KH 11.QDOWX®V DQG JXIGDQFH Z IOEH
SXEQKHGIQD3RIA 6\IMP HQNIQ 4
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' 3 %“WJ 7THFK (QM DQG ([ SDOMRQ Q SHVIDIO
) LODQFLDOSHUYLFHV

2Q W 2PREHU WH) &$ tHBDWHG' 3 GVAXWQI WH SRWQUWDCRI 94 7HK 1LLP V HOMUQJ
LOR WH UAVBLO! LODQADOVHUYEHV VSDFH -WARQPHLQV WHD Z I WH GIBP P D WDWZ KIGMVXFK [LLP V
FDQ SURYIGH LOQORYDWYH H I LEHQASLRGXPW DQG VHUYEHV DQG GXH VR WHUHWEEQKHG WIQGEIQ) WH\
FRX@ DOR SRMOWD@® KDLP FRP SHWARQ DQG FRQUXP HURXWRP HVJRIQJ IR DUG

7KH) &$ Z DQW WR KHDUYIHZ V IHIDUWGEQI WH ELJIJHVWAVARP SHIWARQ EHOHILW | RU FRQVXP HY WDWA)
THK WP VARX@ AHDW EXV\DOR WH DUHDV Z KHH WH FRX@ FDXWVH WH J UHDWIMAUWN RI KDUP

7KH DQDOMWY KDV I RFXVHG RQ I RXUUHRVBIOHRRYY GXH VR WH LP SRUBORH VR FRQVXP HY/ 1 LQDQADODYHYV
DQG SRWIWDCFRP SHWARQ P SDRNEL] WIFK | LLP V FRX@ KDYH QDP HO

3D\ P HQW

' HSRUWWENQJ
&RQVXP HU&UHGIW
~QUXIDOAH

+ DYIQJ IGHOWIHG WH | RXUIMWBRIOHRRY/ WH ) &$ KDV IRXQG ILYH NH WKHP HV HP HUJLQJ 7KHWH DUH DV
IR@®ZV

e 3RWIQWDARUYLI 7HK ILLP VR HQKDQPH WH RYHID@YDOH Rl WHUHFRV VMP V Z W | XUMHUHQM
DQG H SDOMRQ LQ UHVIBLA LODQRDOVHYFHY VHRRU/ WLRXJI K LOQRYDWYH SLRSRMMRQV

e QWHWKRUMMP D SDURHUKLS EDVHG P RGHOLY @\HO VR FROWOXH VR EH WH GRP LODOWHQM
VADWI\ 1RU%4 7HRK [ILP V -Q WH RQIHUWILP WH P D VHHN VR UHO GMW RQ SDURHUKISY DQG
FRP SHW P RUH GILHPVD Z W H VAQD 1LLP V

e 94J 7THK ILLP V HOM P D\ QRWEH VHTXHQWDORUSUHGIPRE®! : KI®! LQMWDOIRWP VRI HOW P D EH
KDUS VR SUHGIEW RQFH P RP HOWP EXIGV ZH P LIKWVHH VI QUIFDQWP DINHWRKDQIHV RFFEXU
TXIEND

e -QWHWRUMMP DQG SRWME® HQGXUQI BRQIHU %) 7HRK IILP V HOW 1Q | LQDQADOVHUYIEHY FRX@
EHQH P DQ. FRQUXP HWY/

o QWHBRQUHIWP WHH LV D UWNWDWKH FRP SHAARQ EHQHIW ILRP 94 7HFK HQM! 1Q [LODQADO
VHUMEHV FRX@ EH HIRGHG L WHVH 11LP V FDQ FUHDM DQG H SBIWHQWHQRKHG P DINHWSRZ HUWR
KDUP KHDOM\ FRP SHWARQ DQG Z RUMHQ FRQVXP HURXWRP HV

$ IHHGEDAN VWP HQMY SOQOHG R EH SXEQKHG 1Q WH ILUDMKDO RI VHMQJ RXWWH ) &$ V
UHVSRQVHV DQG DR GHYHRSIQI D UHIXOVRY DSSURDAK 1Q UHVSRQVH VR WH | HHGEDAN UHFHLYHG



https://www.fca.org.uk/publication/discussion/dp22-5.pdf
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8 SGDVH RQ VKH &RQVXP HU" XW

)RBZIQJ RQ ILRP  DUAFBNV 1Q RXU UHFHOWS RXQGXSY 1Q VHHP V ONHO WIDWWH &RQVXP HU' XW Z LD
WHP DIQ D UIHIX@UI L] W(UH | RUWH | RURVHHDE®! | XVXUH

XVWWR LHDS WH' XW KDV EHHQ LOARGXAHG E\ ) &$ VR HQUXUH DSSIRSUDM WBQGDUGY Rl FDUH DUH
SIRYIGHG VR UIVBICFXWWRP HY ) LODOX®BNV RQWH' XW Z HH SXEQKHG IQWH6XP P HUIQ36  Z W
DGGIMRQDOI XIGDQFH 1Q ) * 7KH' XW ZIOFHDMD W 3UQAS®! IRUSKMOHWHY IRXQG Z IWIQ

354 WH &RQVXP HU3UOQHS®! “WHTXIWHV WP VWR DAWR GHIYHU JRRG RXWRP HV |RU UHWRIO
PXMRP HY

7TKH RXWRP HVZ KHH) &$ Z DQVWR VWH P SIRYHP HOWDUH

e 3URGXPW DQG 6HEHV
e &RQUXP HUS QGHUAMBQGIQJ
e &RQUXP HUBXSSRUV

e 3UFHDQG9DOH

© H SUIHYIRXV® SWRYIGHG D ELHDNGRZ Q Rl HDFK RXWRP H 1Q RXU SUHYIRXV 5RXQGXS  IQFO(GIQI WH
DPARQV QHHGHG \R \DWA\ WHP  -Q WLV DMUXH Z H Z L@IRFXV RQ WH SDUAEX@U DUHDV WH ) &$ KDV

SIRYIGHG I XUMHUXSGDWV RQ MOFH 1Q WH IRWP Rl Z HELQDY DQG GMWHLY/ DV Z HODV WH XSFRP QU
GHDGIDHRQ$SUO  IRUP DQXIDRMUHLY/

I WH IHAHOWIP SGP HOMMRQ SOQ GHDGIH R WH W2 RREHU WPV ERDUWGVY RU

HTXLYDOIQW RYHWIQJ ERG. WKRX@ KDYHE\ QRZ DJUHHG VAXMWOIVHG  DQG VHOWRIT WHUS@QV VR WH
) &$

7KH FXUHQWERQVXP HU' XW IP HDOH

e VK$SUO 0 DQXI DAMUHW/ VR FRP SO,
H MAQJ SURGXPADQG VHUYLEHV LHYIHZ VR P HHW
WH IRXU RXWRP HV DQG UDFK RXW \R
" DMMEXVRYY/

e VIMXO ' HDGOQH \R IX@ [P SGP HQW
DQG FRP SO Z W WH' XW

o WMXO - SGP HWMRQ GHDGIH IRU
FRWHG SUIRGXFW DQG VHIYIEHV

: KDWFDQ WP VH SHRWQRZ "

8 Q RUXQDWIO WLV IV QRWIMH OVZ H Z IGKHDUR! [P SGP HOMARQ SOQV ) LLP VP XVWQRZ SUHSDUH\R
EH FKD@IQIHG RQ WH FOIP V RXVIDHG 1Q WHU SOQV $V SDUVRI WH ) &$ V VXSHUMMVRY VADWAI\
VHBRMG | ILP V Z LOEH TXHWRQHG RQ WH DGHTXDR Rl WHUSOQVE\ ) &$ VXSHIMMVRY/ 7KHH DUH QR
VHAFUWUD VR GHWLP LOH Z KIFK [1LP V Z I@EH FKDAIQIHG VR MLV SDUDP RXQUWWDWD@I LLP V SUHSDUH
IRUWLY +RZ HYHU WH) &$ KDV HTXISSHG I 1P VZ IW DQ H WIQWYH VHMRI TXHVARQV | RXQG DWKH HQG
Rl HDFK &RQUXP HU' XW RXWRP H FKDSWUUR! JXIGDQFH SDSHU) * 7KH) &$ KDYH P DGH IMF®DU
WDWKHVH Z LOEH WH VOP H TXHWMRQV SRHG R ILLP VE\ VXSHUMVRY/
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6RP H TXHWMRQVWH ) &$ SOFHG D SDUAEX@UI RFXV RQ GXUQJ D UIHAHQWZ HELQDURQWH' XW DUH

e +RZ KDVWHILWP DSSURDFKHGWH' XW"

e +RZ IVWHILP WIQNQI DERXWRRG RXWWRP HV'

e : KDAIDSV KDV MIGHQWIHG EHVE HHQ IW FXUHQWSWDRWEH DQG SUDRWEH IMQHHGY \R JHWWR'  * DS
DQDOMY

o $UHWH DPARQV DI UHHG 1Q WH SOQV GHYHWDE®!

o VWH' XW HP EHGGHG WURXJIKRXVWKH FXOXUH Rl WH [LLP *

7KH) &$ KDV P DGH WFBDUWH Z IOEH BRNQJ VR EH P RIH FRVHO IQYROHG Z I ILLP V $OR WDW
WH DWHQRZ DRWQI I DWMUZ KHIH EUHDRKHV RAFFXUDQG Z L@QORWKHVMIAMA VR XVH HQI RUAHP HOWSRZ HY
ZKHQ IILP V IDOWR FRP SO ) ILP V VXEP WQJ DSSTGDMRQV |RU DXWRUWDWRQ Z IEH WHTXILHG R
HYIGHQFH FRP SMQAHZ W WH' XW Z KHQ FRP 1QJ WIRXJIK WH JDWZ D\

" XW &KDP SIRQV

YRDUEV Z OQRZ EHIIQ VR RYHUHH WH [P SGP HOWMRQ Rl WH ' XW DQG HQVXUH MY GHIYHLHG RQ
WP H 7KH) &$ Z L@H SHAWR VHHWH' XW HP EHGGHG DRIRW D@DVSHRW RI DIILP V FXOXUH \MADWAI\
DQG EXVIQHW REMPWYHV 7R IDAQIW WL WH %RDUG P XVWDSSRIQWD ' XW &KDP SIRQ 7KH
&KDP SIRQ Z I@EH M\HO® EH DQ -QGHSHQGHOWL RQ ([HPXWYH ' WHARU 1 (' +RZHYHU WH )&$
XQGHUAMBQGY WDWIRU VRP H VP D@WU ILP V DSSRIOMY DQ 1(° P D QRWDZD\V EH SRME®
1 HYHUMHOMW WH LR®I Rl WH &KDP SIRQ LV VR HQUXUH WIDWWH ' XW LV LHIX@UD EHQJ ELRXIKWXS
DQG GVAXWHG P HDQIQJ I X@ DWMRDLG P HHAMQIV

7R HYIGHQPH FRP STDQFH Z IW WH ' XW KHH 11LP V P X\WFBDUD GRFXP HQWYARDUG SDSHY P LOXWAV
DQG DPARQV VENHQ DV D LHVX®\RI WH &KDP SIRQ DGYRFDWQJ | RUJRRG FRQVXP HURXWRP HV 7KH DIP
KHUH LV WDVWKH &KDP SIRQ Z LOEH DE®I VR FKDEBIQIH %RDUG P HP EHWRQKRZ HIIHPRYHD WH HP EHG
WH ' XWV IRXU RXWRP HV DQG ZKDW DPARQV WH  Z 1@ VINH \RZDWEV WHP  &UKADD®  WH
UHVSRQUELDWV Rl WH &KDP SIRQ LV QRWR LP SOP HQWKH GXW EXVWR RYHUAHH LW

: KDWP XWW\O DQXI DRAXUHWY GR"

$V SHU KBV 1Q 36 WH $SUO GHDGIOH WHTXILHV P DQXIDRMUHY VR KDYH FRP SGMIG DO
H MAQJ DQG RSHQ SURGXPMHYLHZ V QHFHWDU VR P HHWWKH RXVWWRP HV RI WH ' XW  7KH UHVXQOV Rl
Z KIFK P XVAMMHQ EH VKDUHG Z IW GMMEXVRWY/ VR P HHWIKHURE@ DARQV XQGHU' XW DQG VR LGHQAN
DQG HODPWDQ, FKDQIHVWDWP X\EH P DGH

) &$ KDV \WHWHG WDWWR H IHPAYHD P SGP HOMKH * XW [LLP V Z L@QHHG \R FRP SIB! WH UHBDQW
GDVD QHHGHG VR SLRYIGH LOMIKW7KH ) &$ LHRRP P HQGV WDWILLP VV XWDH IRFXV JURXSV Rl FXVARP HWY/
RU GMMEX\RY DQG WMMAVFRP P XQEDMRQV VR VHH KRZ  Z HOFRQUXP HWY XQGHUARQG Z KDW EHQJ

GLHPMG\R WHP  LOFOXGIQJ Z HEVIW P DMUDO

+RZ FDQ &RP SO SRUM- HG"

+ WL DUAF®I KDV SWRP SWMG DQ TXHWRQV DERXWWH QHZ
&RQUXP HU' XW RUL \RXUIILP HTXILHV DWIMBQFH 1Q RUGHUR
FRP SO Z W WH XSGDWMG KBV E\ WH P SGP HQWMRQ GHDGIOH
WHQ SGDVH FRQEFADQ + DIHQ YID NQ KDIHQ¥ FRP SOSRUAFR XN

VR ERRNLQ D | UHH FRQUXGIMRQ
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 QGXW\ 8 SGDWAV

35% 6VIDVWP HOW

&UHAWUW P MODMRQ &50 HDILEIMN UW EDWHG FDSIVIDOWHDW? HOW DQG BIYHUDJH
WDMR WHDV? HOWRI I XDUDQWAHY XQGHUVKH ( QHUI\ 0 DUNHW) LODOQHQI 6FKHP H (0 ) 6

© KDWLVVKH ( QHW\ 0 DINHW/) LODQFLQJ 6FKHP H (0 )6 "

2Q W 2PREHU+0 7UHDVXU DQG WH YDQN Rl ( QIOQG MXQRKHG WH ( QHU\ 0 DUINHW ) LODOAQU
6FKHP H (0)6 VR DGGUHW WH H WDRLGIQDUY @I XIGIW WHTXIWHP HOW IDPHG E\ HQHU\ FRP SDQIHV
RSHIDAQJ 1Q8 . Z KRBNVDGI SK\ IFDQ) DV DQG HBRMHAW P DINHW

7KH H WDRUEQDY @I XIGIW LHTXILHP HQW KDYH DUVHQ GXH VR WH XQSUHPHGHOWG SUFH YROMOW [Q
Z KROMD®! HOHLI\ P DUNHW Z KIEK DUH UHDPWQJ VR WH FRQICEWQ 8 NLDIOH DQG ULHVBAIDRY VDQPARQY
UHIIP H P SRVHG RQ 5XWID %HDIXV DQG QRZ +DQ $V WKLY FRQI BRAFRQUOXHV VR XQIRE HQHU\ [ILP V
DUH IDAQ) @UH @ XIGW QHHGV GXH VR WHU KHGIIQI DPRYIWHY IHIHG RQ VR P DQDUH HQHU\  SUFH
Y,

7KH (0 )6 ZI@HQDE® WH SIRYIMRQ RI WKRUMMP  1LODQADOVXSSRUWE\ ZD\ RI D IXDIDQWH W
HOHU\ [P V RI JRRG ALHAWT XDV IRUWH SXISRWH Rl P HHWQJ WH FR@MADOWHT XILHP HOW \WDW
DUVH GXH WR WLV KHGJIQJ DRPMMW 1Q RYHUWH FRXQWMU 2 7& DQG H FKDQIH WDGHG P DUNHW 7KLY
VXSSRUNZ L@EH @P IWIG VR XVH RQO Z KHUIH WH SXUERWH LV VR UHGXFH WH UMN RURRWV Rl FRQWDRXDO
FRP P W HOW ULHDWG VR WH SXURKDVH RUVDG! RI HBIPMAW RUJDV IQMQGHG IRUXGIP DM VXSSO 1Q
WH8. GRP HWF P DUNHW

35% 6VDVHP HOWQ UHVSROWHVRVIKH (0 ) 6

2Q W 2 PREHUWH 3UKGHQWDO5 HIXOMRQ $XWRUW UHBDVHG D WIMWP HQWRI WHU REVHYDARQV
RQ WH FDSWVOHT XILHP HQW LHDMQU R 1P H SRVXUHV XQGHUWH VAKHP H 7KHNH. SRIQW IRUILLP V
H WIQGQJ FLHGIWDAMAHV VR HOHUI\ FRP SDQUHV XQGHUWH VFKHP H DUH QAMG EHBZ

e &UHGWSIW O IMODVRQ ( @I LELOW

35$% KDV WG WDWQ WHURSIQIRQ WH WP VR WH JXDUDQWMH SLRYIGHG XQGHUWH VAKHP H GR QRW
FROIO | HDMUHY WDWZ RX@ UHQGHUWH J XDUDQWH LOHDI LEE®! | RULHFRI QURQ DV XQI XQGHG FLHGMUMWN
SUIRWIPARQ XQGHUWH &55 + [1LP V DUH VDWW LHG WH J XDUDQWH P HHW WH FRQGIMRQV 1Q $ UAFBNV

DQG R WH&55 WH P D\ EH DE®I R DGMWKHUFDSMIOHT XILHP HQW
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e 2 EVHU'DIRQ RQWKH (0 ) 6 VFRSHRI SLRWFVIRQ

YOVHG RQ WH WP V RI WH RIHGIWSIRYIGHG XQGHUWH (0 )6 WH JXDWDQWMH H FXGHY FRYHU IRU
GH DXOQMIHWDOG VRP HIHHVRZ HGE\ D ERURZ HUWR D G1QGHU

7KH 35$ KDV UHP LQGHG IILP V WDWZ KHIH WH. UHFRIQIVH WH (0 ) 6 JXDUDQWH DV HDJ LEE®! XQI XQGHG
FUHGIMWSLRWIPARQ 1Q LHDMRQ VR DQ H SRVXUH WHQ VR EH FROWMMQAZ WK &55 $UAF®I FLL WH
QHHG VR DGMWWWKH YDOXH Rl WH J XDUDQWH VR UH GPAKHVH @P MIMRQV Rl WH FRYHUDIH

-Q DGGMRQ WH 35$ V WIWP HOWKLIKQKWG WDWWH (0 )6 JXDIDQWH GRHV QRWFRYHU IXQGV
DGYDQRHG DIWUWH GIQGHU EHFRP HV DZ DUH IXQGV SUHYIRXMY DGYDQRHG DUH EHQJ XVHG IRUD QRQ
VFKHP HSXUSRWH RURI D GRZ QJUDGH 1Q WH ERULRZ HUV AHGIMIDWQJ \R EHBZ WH VFKHP HP LQIP XP

7TKH FOUl\ WDWVXP V DGYDOQRHG 1Q WHWH AUFXP WROQFHY DUIH FRQWHTXHQW QRWIXDUDQWHG DQG
WKRX@ EH DWAJ QHG WH REQIRUV UMN Z HIKW

e G6VIDQGDUGIVHG $SSLRDFK 6% VR &UHGIWS W &55

35% KDVFRQILLP HG WDWILP VDSSOLQ) WH 6VBQGDUGEVHG $SSURDAK | RUFUHGIMUMN VKRX@ DML Q WH
UHBNDQWSUHVRUEHG FHQWDOEDOQN UMWN Z HIKWAMR WH SRUARQ Rl DQ H SRVXUH EHQHIMQJI TLRP \WH
SIRWPARQ Rl D J XDUDOWH SLRYIGHG E\ WH %OQN XQGHUWH (0 ) 6 $Q UHMGXDCSDUARI WH H SRVXUH
WDAL QRAFRYHLHG E\ WH J XDUDQWH VKRX@ EH DWLIQHG WH 6$ UWN Z HIKWIMDAZ RX@ DSSO UL WH

H SRVXUH Z HIH QRW XDUDOWHG

e -QVAURDCE DIV YDWHG 5% $ SSLRDFK VR &UHGIWSIMWN &55

35$ KDV FRQILP HG WDWILP V DSSOLQI DQ -QM.OD0E DAQIV ¥DVHG 5% DSSURDAK |RUH SRVXUAV \R
WH REQIRU Z W D 3HP DQHQWBDUADOB VH 338 H HP SWRQ | RUH SRVXUHV VR WH J XDUIDQURUVKRX @
DWLIQ WH SRUARQ RI DQ H SRVXUH EHQH IMQJ 1LRP WH SLIRWIPARQ RI D JXDUDQWH SLRYIGHG E\ WH
UDON XQGHUWH VAKHP H Z IV WH UHBIYDQWFHQWDCEDQN UMN Z HI KWSUHVRUEHG E\ \WH 6$

$Q UHMGXDOSDUARI WH H SRVXUH WDWMY QRWFRYHUHG B\ WH JXDUDQWH VKRX@ EH UWN Z HIKWG
DFFRUGEIQI VR WH LHBIYDQADSSLRYHG -5%DSSURDAK DV LL WH H SRVXUH Z HLH QRWI XDUDOWHG

$OMODWYHO [1ILP VDSSOLQI DQ-5%DSSWIRDAK IRUH SRVXUHV VR WH REQI RUDQG | RUH SRVXUHV VR WH
JXDIDQRUWKRXG GR R 1Q D P DQOHUWDWMY FROMMWMOWZ I WHU DSSIRYHG -5% P RGHY DQG WHU

5%SHP MMRQV
e /HYHWDJIH5DVR 0 HDVXUHP HOW

©Q WHU WIWP HQMMH 35$ SWRYIGH D VKRUV
EXW FROAMH YIHZ RQ WH WHDW HQW R
H SRWXUIHV XQGHU WH VAKHPH 1Q WPV
GYHUDI H UDWRQ P HDVXUHP HQW

AXRWQ) WH 35% WPV \KRXG LQFOGH
H SRVXUHV LHDAWQJ VR WH VIKHP H 1Q WHU
GYHDIH WDAR VRVBOH SRVXWH P HDVXUH DV
FDBXOWG [Q DAFRUGDQFH Z WK WH / HYHUDIH
5DAR &55 3DUARI WH35$ 5XGERRN
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"QWRGXFIQ] VKH QHZ (FRQRP LF &UP H DQG &RUSRUDVM
7 DQVSDUHOR. %4@

7KH 8. HARQRP\ UHP DIQV RQH Rl WH P RVWDWUDRWYH
VSDFHV IRU JBEDO EXVIQHW +RZ HYHU WLV GDYHV W
RSHQ WR LOFULHDMQJ UWN ILRP  SHLSHWDVRW/ Z KR VHH DQ
RSSRUMQIW VR VBNH DGYDQIH Rl WLV IQ WH IRWPP R
IUDXG DQG P ROH @XQGHUQJ 7KLV KDV D LR@RQ HIHRW
Rl H SRMQJ WH 8. VR VHURXV RUDQMHG FUP H IXQGHG
E\ VXK DFW DQG |DAQMWA FRUXSWRQ DELRDG 7KH
1DARQDO &UP H $JHOR  HWP DMV WDW P RQH
OXQGHUQI FRWWHS . IQH FHWe  ELTRQ SHU\ HDU

7R VBN WLV DMXH WH JRYHUOP HOWSXEQKHG WH
(FRQRP [F &UP H DQG &RUSRUIDM 7IDQVSDIHOR  %4@I1Q
6HSWP EHU Z W DQ XSGDMG SRTP\ SDSHURQ W
1 RYHP EHU 7KLV IRBZV WH (FRQRP IE &UP H
7WDQVSDIHOR  DQG ( QRUAHP HQW $FWSDWHG  HDUIHU
WLV \ HDU Z KIFK |RFXVHG RQ MXQGHUHG DQG | LDXGXBIQW
5XWDQP RQH DQG RWHUIRUHLI Q HOMV DEXVIQ) WH 8 .
HFRQRP \

- KDWDUH VIKH QHZ FKDQIHV"

7KH ( FRQRP IF &UP H DQG &RUSRUDW 7WDQVSDUHQR. %4QY L@DIP R

e SHRWP &RP SDQHV+RXWH

e SHRWP TP WG SDURHUKISV

e * LYH DGGMRQDCBRZ HW/ R VH] H DQG UIHFRYHUFRUP LQDCRY SVRDWHW

o * LYH EXVIQHWHV FRQI IGHQFH VR VKDUH LQIRUP DMRQ QHHGHG VR VIBFNG! HFRQRP IF FUP H

o ' HHU QHZ OW@IHQFH JDWMHUQI SRZHY IRU @Z HQYIRUAHP HQWDQG UHP RYH IOV QUIFDQW
EXUGHQV RQ EXVIQHW

SHIRWP VVR &RP SDQLHV + RXWH

7KH AUOZ IOIQARGXFH QHZ  IGHQWN YHULIEDWRQ IRU DOQHZ DQG H MAQI UHIMMUHG FRP SDQ\
GULHARY/ WRWH Z KR GHOYHU GREXP HQW R WH 5 HJ MADUDQG 3HRS®I Z IW 6L QLIFDQWERQARO 7KH

REMPAYH Rl WLV LV VR LORIHDWH WH DFFXWDR. RI GDW KHG DWARP SDQLHV + RXVH DQG 1Q VMU WL Z 1@

IQAUHDVH HIFHQR Rl EXMQHW GHAMRQV DQG DQ' @Z HQIRUAHP HQMQYHWAI DARQV WDAP D\ VBNH
SOFH

7KH %QY [ODOR VWAHQIWHQ WH SRZ HYV Rl WH 5 HI MWADU DABRZ 1QJ WHP VR FKHAN UHP RYH RUGHFTIH
ERW H MAQJ DQG QHZ 1QIRWP DWRQ RQ WH FRP SDQIHV UIHIMMU 7KLY VHUYHV DV D SUHYHQWWYH
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P HDVXUH Z KIFK Z L@D@RZ WH 5HIMADUVR KDYH D P RUH DRAYH LR®! RYHUWH FUHDARQ RI FRP SDQUHV
DQG HQVXUH H MAQJ LQIRWP DARQ LV IHIDE®! 7KH FRP P RQ WHP H Rl WH %@LV VR HQVXUH DOGDVD LV
FRP SGM DQG DFFXUDM DQG VR WL Z LODOR EH UH GFWMG 1Q WH 1 LODQADOIQIRP DWRQ KHG RQ WH
UHIMMU

1H WQHZ LOW@IHQFH JDWHUQJ SRZ HW IRUDZ HQIRUAHP HQW7KH %QY LGHTXLS &RP SDQIHV + RXVH
Z M WH LP SLRYHG DELDAHV VR FLRW FKHAN GDV Z W RWHUSXETE DQG SUYDWA ERGHV $V D UHVX@RI
GHSDUR HQW ZRINQU P RIH FRVHO \RIHWHU ZH FDQ H SHRWWR VHH D P RWH HILHHQW DQG
VWHDP @HG LQYHVWIDWYH SWRFHW DIGIQ) @7 HQIRUAHP HOQWIQ DPAQ] TXIEN® ZKHH WHH LV
VXVSLARXV EHKDYIRXU

/ DWD VR FRP EDWIDXG WHH Z I@EH DQ HQKDQFHG SIRWPARQ Rl SHU/RQDOLQIRWP DMRQ KHG DW
&RP SDQHV KRXVH VR EHWAUSLRWPNIQGLYIGXDY

S5HRWP VVR/ P IVAG 3 DUMDHUKLSYV

2 Q @ WG SDURHUKISY WH %@Z IRDAN GRZ Q RQ WHU P IVX\VH E\ RYHKDX@Y WH ©Z \WKDW
JRYHV WHP  7KH LOARGXPARQ Rl QHZ HTXILHP HQW Z LO@WHH D P RIH WIG IHIMADMRQ SLRFHW
RYHD®: IWIQ WL WH @Z Z LOWHTXILH @P WG SDUGHUKISY VR P DIQWIQ D FRQOHAWRQ VR WH 8 .

IOFUHDVH WDQVSDUIHQR.  DQG DUIXDE® WH P RWIP SRUBQWKDQIH ~ HQDE®! WH 5HIMADU \R
GHHIIMMU @ WG SDUHUKISV Z KIFK DUH GMROHG QRWADU LQJ RQ EXVIQHW RUZ KHIH D FRXUV
GHP VIV 1Q WH SXETE LOMHWWR GHUHIMMU 1 RBE® WH VFRSH Rl WH %4QY L@H WQG VR 6FRWIK

@ WG SDURHUKISV

) DIXWIHWR FRP SO Z IW WH QHZ KGNV P D\ LHVXOMQ SHQDGAHV 1P SRVHG RQ SDURHWY RI WH @P WG

SDUPHIKISV IOFXGEQ] 11OHV SUVRQ VHOWIQRHY DQG GHUHI MADWRQ DORIHWHU  6HH P RUH GHVIORQ
WH SLIREGP VKHH DWRADWG Z IW / / 3V 1Q RXUVHSDUDW DUAF®I EHRZ

&U SVRDWHW

7KH @Z IV \HWWR FDWK XS Z W WH JWRZ IQJ XVH DQG
WDGIQJ Rl FY SVRDWHW [Q P RGHUQ GD\ WP HV 7KLY KDV
LODGYHUMQWD FUHDMG D BRSKRG! Z W FUP LODY VENQJ
DGYDQIH Rl WH @A\ Rl LHIX@MRQ VXURXQGEIQI GLIWVBO
FRIQV VR ®XQGHUWH SURFHHGV RI FUP LODCDRWYMEHV 7KH
QHZ %@DIP VR EUGIH WLV JDS E\ HWHQWDED HQDEQQ)
OZ HQRUWAHP HONV R TXIEND \H]H DQG UHRYHU
) SWRDWHW @ONHG VR FUP H RU [@AWDPMW VXK DV
IUDXG RUP RQH OXQGHUQJ

7KH %4@Z @GR VR E\ DP HQGIQI FUP IQDOFRQ IVFDARQ
SRZHWIQ3DW  DQG Rl WH3WRAHGVRI &UP H$FW

328 -WZIO DR WHUWHQ AYIO LHFRYHU
SRZ HY/ IRXQG 1Q 3DUNV Rl WH DFW 7KLV Z LOHQDE®! OZ
HQRUAHP HQWWR P RH HIFHMD SUHYHOW DQG VENH
DPARQ DI DIQWAFUP LQDEY DEXVIQJ FY SVRDWHW
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$ GGIVRQDOS QU0 RQH\ / DXQGHUQJ SRZ HW/

-QWH DEVHQFH RI TXIEN DQG HDV GDVD VKDUQJ FDSDELDAHV RQ VXVSHAMG P RQH @XQGHUQI WH UWN
SRVHG IQALHDVHY 7KH LHRWP V 1Q DQWP RQH @XQGHUQI $0 / SRZ HW Z I@QRZ HQDE®! EXVIQHWHY
VR EHWMU VKDUH LQIRLP DARQ VR SUHYHQW GHWIPAVDQG LOYHVMDW FUP HV  7KH %U@Z DGR WLV E\
UHP RYLQ AYIOMELON 1RUEUHDAKHVY Rl FRQILGHQWDDV |RU EXVIOHWHY WIDWXVH WLV LQIRWP DARQ \R
VDFNGBI P ROH OXQGHUQ]

7KH %4@Y L@DOR HQKDQRH WH 1 DARQDOSUP H $JHQR V) LODQRDO- QWM HQFH 8 QMY FXULHQADELDAHY
WR FROPWIQIRWPP DARQ LHOMQJ VR P ROH OXQGHUQJ DQG WIULRUMWILODOAQ]  -WZ LOGR WLV E\
GIVDSSOLQ) WH UHTXIWHP HQMR VXEP IWD 6XVSIFRXYV $PWMW 5HSRUMEH RUH \ RX FDQ LHTXHWDQ
QRWP DIARQ2 WGHU

WY\ WR EH VHHQ Z KHWHU WH QHZ  A@Z IOGCR HORXJIK VR FRP EDWHFRQRP IF FUP H 1Q WH 8.
DOMRXIK WH FKDQIHV DIH MNHO VR KDYH D ELJ 1P SDRFW$WSUHVHOWWH %@LV VWDIQ WH HDUDO WRIHV

KDYIQJ JRQH WLRXJIK V¥ R UHDGQIV 1Q WH + RXWH Rl &RP P RQV $V IWP RYHV IOR WH FRP P WvH
WRJH Z HDZ DWR VHH LL DQ\ FKDQIHV Z IQEH P DGH

8. /P LVMG/ LDELOW 3 DU/QHUKLSY DQG ) LODQFLDOSUP H

7UDQVSDUHOR. -QWLDDAWRQDE LHFHQWHSRUAE DUHWY 1Q &UP H H SRVHVWH VFDBIRI DEXVHRI / 1P WG
/ IDELON 3DUGHUKIS //3 FRP SDQ VAKPXH L1Q KHSIQI DWIMAZ I DRAYIW FROWAIMMG DV VHURXV
ILODQADCRUP H Z IV D FRQVHUYDWYH HVAP DM Rl HFRQRP LF GDP DIH EHLQJ 1Q WH KXQGUHGVRI ELARQV
Rl SRXQGV WZ DV GIMARYHUHG WDWRQH 1Q WQ / / 3V HYHULOFRLSRUIDMG [Q %4 MIIQ EHDUWH KD@ DNV
Rl VKH@FRP SDQIHV XVHG VR FRQGXPWIMHVH DRW RI VHURXV [ LQDOADCRUP H

//3VDUH D WSH Rl FRUSRUDW VIAKPXUH WDWY DMDPRYH DV MFDQ EH VHWKXS 1Q D Z D WIDWSURYIGHV
P X®EGI @ HW R VHRHA P DNQU IMGLLILEXOWR HEQAK Z KR UHD@® RZ QVWHP  DQG WXV EH XVHG
VR GMIXIVH VHURXV [ LQDQADORUP H 7KLY SRSX@UW 1V GHP RQWDWAG DV 7DQVSDUHQR. -QWMUDDWRQDO
DQDOVHG /13V IQFRUSRIDM EHVE HHQ $SUO AP H // 3V Z HH HABEQKHG DQG
6HSWP EHU Z KIFK IHYHDBIG VKRZ IQJ WUHH RUP RUHP RQH OXQGHUQJ LHG IV

' XQFDQ +DP HV ' WHARURI 3RIA DW7IDQVSDUHQR -QMUDDMRQDOS . WIMMG . H VR JHMQJ RQ WKH
ILRQWIRRWL D ®Q RYHGXH LHRWP Rl &RP SDQHV +RXVH HIHAAYH DOAP ROH  OXQGHUQJ
UHIXDWRY DQG SLRSHUD UHVRXURHG @Z HQIRUAHP HOWWDWIDQ SWRYIGH D ALHGIE®I GHWILLHQMR
HFRQRP [EFUP H
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7KLV KDV BIG R 7WDQVSDUHQR. LOMUQDAWRQDCFDAR) RQWH S . JRYHUDP HQWR

e * HARRP SDQIHV+RXVHHRWP UIKVWKH I LUAAP H
o 3WRKIEIWD®S8. FRP SDQHV IQFXGQU //3V IIRP EHQJ FROAR®IG E\ RSDTXH RIIVKRWH
FRP SDQIHV
o * LYH &RP SDQHV +RXVH SRZHW R HYIHZ NQRZ \ RXU FXWWRP HU FKHAWV FDUIHG RXWE\
FRP SDQ\ |RUP DWRQ DIHQW Z KHUH LRI XH EHKDYIRXULY VXVSHRAMG
o -QFUHDVHWH FRWARI FRP SDQ\ LOFRUSRUDMRQ \R DWBDWAE VR HQDE®! &RP SDQIHV + RXVH R
KDYH D VXVBIQDE®! VHO IXQGIQJ P RGHO

o (QUXUHDQH IHPWYH | LWMEDH R GH HOPH DI DIQWAHFRQRP LE FUP H
o 2YHKDXO WH 8.V IWDIP HOMG DQG IOHIHAAYH IVWWMP Rl DQWP ROH  OXQGHUQJ
VXSHUMRQ
o &RP P MRQ DQ LQGHSHOQGHOWIQYHVWIDMRQ RI KLJK UMN FRP SDQ\  IRWP DARQ DIHQW \R
HYLHZ WHUFRP STDQFH Z I DQWP RQH OXQGHUQ] LXBV

e  &UHDW D ALHGEE®! GAWILHQAWDIDIQWS . FRP SDQIHV I RUHFRQRP LE FUP H
o ( QUXUH&RP SDQHV + RXVH KDVWH UHVRXUAHV\R P DNH XVHRI W QHZ SRZ HWY/
o RP SOGP HOVE\ WH )&$ WHRP P HQGDARQV RXWIQIQJ HP HUIQJ P RQH OXQGHUQI UMWV

DWRADWMG Z W 8. HBPARQE P ROH  LOWAMWRQY VHWRXWQ 7WDQUSDUHQR - QWLODWRQDOY/
LHSRUN7RIHWHULQ ( ®FME 6FKHP HV

&U SVR

8. 3R@FH) RUFHV 7 WDLOHG VIR 6HL] H &U SVR $\WHW/

$ARUWGIQI VR UHFHQAWDQQRXQAHP HOQW E\ WH 13&& FU SVR VBPAFDODGYIVHY DUH QRZ \WIMRQHG 1Q
SROH GHSDUR HOQWV QDMRQZ IGH 7KLV P RYH Z LODWIMASRIFH |RUFHV 1Q QYA DWQ) DQG VH] LQU

GLIMZODWHW TONHG Z W FUP IQDODPAYMW $QGUHZ * RX@ \WRHI RIIFHUIRU 1 3&& V RY SVRFXUHQR

SRUARIR FRQIILP HG WDWIHVH H SHI® WDIOHG R SR FRQUXGBQW DUH IQFOXGHG LQ HYHY  UHJLIRQDO
FUP HXQWZ IWIQWHS .

0 U * RX@ FRQILP HG WH DERYH Z KI® DMAQGIQ) D KHDUQJ IRUWH QHZ ( FRQRP IE &UP H DQG
&RUSRUIDM 7WDQVSDUHQR.  EL@Z KIFK 1V H SHAMG VR SLRYIGH \R ©Z HQIRUFHP HOWSRZ HY R |UHH H
A SVR DWHW WDAKDYH @DNV VR FUP L.QDODPAYIMEHY Z IMK P RUH HDVH ( VSHAD® \BUHWQ) FUP LD
WDWKWI/H Y SVRFXUHQAHV |RUP RQH @XQGHUQI DQG WIULRUMALODQAQJ

%4 XWDAQ) WH DERYH DV ZHDDV DFTXIUQ] WH VHYEHV RI
. RP DIQX D GLJMIODWHWFXWRGIDQ Z DIBMSIRYIGHU DQG e P
ILRP WH JRYHLOP HONV@Z HQIRUIFHP HQWKDV P DQDIHG R \VH] H
KXQGUHGVRI P LRQVRI SRXQGVZ RUK Rl FY SR DAWHW

+RZ HYHU FRQOWOXRXV WIFKQR®JLIFDO IQQRYDWRQ P DNHV WHWH
GMIO DAMHW P RIH GIYHUH FRP S®f DQG WIKQIFDO Z KIFK
SWRYHV VR EH WHP HQGRXV® DUGXRXV DQG WP H FRQUXP 1QJ IRU
WH RIFHY VR WDAN DQG HVSHAD® GXUQJ D WP H Z KHWH WH
SROFH DUH ®VQJ Wi | VR ELJ SUYDW [ LLP VWDWRI | HUXFUDWYH SD\
FKHAV Z KIEK L WH ELIJHWGLDZ EDAN WDWKH | RUFH 1V FXULHOWD
| DAQY
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&UXQFK 7P H -QWAUDDVRODO S5HIXOVMRQ RI

&U SVRDWHWS FVYIVIHY

&XUUHQW UHJXODWRU\ ODQGVFDSH

SVRU\SWRFXUKMHBRHAFRPHPRUNLJQLIUPTFQRMW KHOREIDDYHVWOBQW®VFDS
JRYHUQPH@RXQWURXWG&HR U B G YEHHHRURP S WHRGD IGH | | H LDHSGSW R D PRH V
UHJXODWLQJ WKH DVVHW FODVV %HORZ DUH H[DPSOHV RI WKH DS

© KIGI WHH DUH QR FU SWRFXUHOR VSHALIE @ZV 1Q WH 8. FU SWRFXUHOR IV FROUGHHG DV
SIRSHIWW QRWGBUDOWQGHU DQG FUSWR H FKDQIHV P XWUHIMMU ZIW WH )&$  &U S\WR
GHUYDWYHY WDGIQ) IV EDQOHG IO WH 8. DVZHDS$V R $XIXW AU SVR H FKDQIH DQG
FXWWRGIDQ Z DMBLRYIGHY DUH LHT XILHG VR FRP SO Z W WH UHSRUAQ) REQIDMRQV 1P SGP HOMG

E\ WH2 [IIFHRI ) LQDQADGBDOPARQV-P SGP HODARQ 2 ) 6—

7KH 8 6 DQQRXQFHG D QHZ 1LDP HZ RINIQ WDARSHOHG WH GRRUWR | XUMHUUHIXOMRQ 7KH
QHZ GILHAWH KDV KDQGHG SRZHUWR H MAQJ P DINHWUHIX@WRYY VXFK DV WH 6HRXUMHV DQG
([ FKDQIH&RP P MRQ 6( & DQGWH&RP P RGW ) XWUHV 7UDGIQJ &RP P MRQ &) 7&

&U SWRFXUHQR 1V BU DOWLRXIKRXWP RWRI WH (8 DIMRXJIK H FKDQIH JRYHUQDQRH GHSHQGV
RQ LQGIYIGXDOP HP EHUMIBWMY -Q UHFHQM HDLY WH (8 V) LK DQG 61 W $QWO RQH / DXQGHUQU
' WHAHY  $0/' DQG $0/' KDYHFRP H IQR HIHPWZ KIFK WIKWQ . <& &) 7 REQIDWRQV DQG
WBQGDLG LHSRUAQ) LHTXWHP HQW -Q 6HSWP EHU WH ( XURSHDQ &RP P MRQ SIRSRVHG
WH 0 DINHW [Q &U SVR $WHW S5HIXOMRQ 0 1&$ D WP HZ RIN WDWIQRHDVHY FRQUXP HU

SIRWMPIRQV HWEEQKHY FBDU FUSWR IQGXVMM  FRQGXFW DQG  LOWRGXFHV QHZ  CRHQMQU
LHTXWHP HQW WZ DV SDWHG IQR ©OZ 1Q

&KLQD FODVVLILHV FU\SWRFXUUHQFLHV DV SURSHUW)\ IRU WKH S
3HRS OMHDORNEKLQDB %2 & DQRMU\SW[EKD Q JWRR S H U D WMEKIHR X Q WWD W L Q
WKDMWHDFLOSWE@HD D Q ZLOWK RSWURY@O SWHPEIHU FU\SWRFXUUHC
ZHUED QQRBW U +RAM Y MKFHR X Q WIDE H HDR U N IRQG H Y H O RVS K@LIJ L\X D Q

H &1<@GXIXVW LWIILFLEHIOWR O RXQIKGIH [WR X REL WA\ Q WELDBQ@IL J LW D
FXUUHQF\ &%'& SLORW WHVW SURJUDP

"KLOFHU\SWRRFRQVLGEHBBO Q G D QD OMKFHR XQWD¥HHPRUBURDFWL'Y
W K DRQV K HDUE\R FW \ S WIR J X O DEML.QRIE B F D PMKIH. U FRX Q WIS S U ROYBIL W F R L ¢
H[FKDQJH WXQQRGZL WK Y HR IV HPR ZV U D RA@VKHRRIQ VBR/ RARKD Q JH
&DQDEDD V VR GEBWNE WRY HVWIRHEWP RQ HMH U YE XYWL Q H\OBHWD Q G H T XL UH \
WK DWK HAH JL VALMAK K. QD Q FUD@ VD FVQ BE 8 R LBW@W QW HQWRURD QD GD
)—175%$&
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)6% (FRV\VWHP 5HSRUW DQG *OREDO 6WDEOHFRLQ 5HSRUW

&U\SWR DFR/IVBHNVHW D VWY R O DIQRQEIR XOE D BR R L @ MWH WHK W\H S U H 2 W/E W MIRW
JOREDQDQFL\DWDELGXWW RWKHNVED OWWUXFWXXUWDXHUDEDQ GWQHWHD VL
LQWHUFRQQHEMWAGIGHY Y RIOWML@ D QNVADWHIRUHRYWKILND SHY ROXWOQBQ
LQWHUQ DV MRRIDVK HRBIU MH/Q F U H AKIHY VINRG RW H QMU O DIWB O WKR X J |
WKH[WWDQ & DWXRJINKV HR IRJU\SWR/V HWOW IMHRPHZKDMU RM XU LV G LAWIDR)GV L
VWDEUOVMRXOGSLIBGWRD OOQNGH UV FR KGERHRWLPHQGUH HP SMMIYGIXDW L
RI SRVVLEOH SROLF\ UHVSRQVHYV

9 X@HUDELDAHV WDWARX@ XQGHUP LOH WH LOWI UW DQG | XQPARQIQI RI A SVR DWHAP DUNHW

e /RZ GVHY R IQYHWRU DQG FRQUXP HU XQGHUMIQGQJ RI A SVR DWHW IQFXGIQ] FRW [HHV
FRO@W Rl IOMHWDQG @AN Rl IHGIHW DQG RU LHFRRYHY DQG UHVROMRQ P HAKDQMWP V' DQG
XQPHUBIOWHY DURXQG WH RSHIDARQDOHMIHOFH Rl VRP H FY SR DWHWRFXVHG LOAAWRQY

e * LYHQ WH SXEQE SWRP IOHOFH RI AU SR DWHW DQG FU SR DWHWADGIQ) SOMRWP V DQ ®W R
FRQILGHQAH 1Q FU SVR DAHW FRX@ KDYH [P STEDARQY WDWH, FHHG WRVH FRP P HQUXUDM R \WH
DRWDCP DI QWGH DQG GLLHAWIQDQADAQMIFRQOHAMGOHW Rl FY SVR DWHAP DUNHW

o 7KH HQYILRQP HQWOIP SDRARI HQHU\ LOWIQVYH FRQVHQUXV P HEKDQMP V XVHG | RUFHUBIQ FU S\R
DWHW

o : IGHUSXEQF SRIA DMXHV IHDWG VR FU SR DWHW EH RQG WH ) 6%V UHP MIMDWKDYH LP SRUBQW
IP STEDARQV VXFK DV WH XVH RI R SRDWHW 1Q WH FROM WRI P RQH @XQGHUQJ R EHURUP H
DQG DQVRP Z DWH

6XP P DU RI SLRSRVHG | LDP HZ RWIN RQ FU SVIR DRVIYIVIHV

7KH J®EDO | .QDQADODXWRUW ) IQDQADOBVEEION %RDUG )6% UHFHQW SWRSRVHG D LHIXODWRU
ILDP HZ RN | RUFUY SWRFXUHOAHY VR WH QDWRQV Z I WH  @UHVAHFRQRP IHV NQRZ Q DV WH *
QDARQV RXVERIQI FROFHLOV DERXWAY SVR P DUNHW DQG DRAYIWHY

7KH SXEQKHG UIHSRUASIRSRVDOFRD@ | RU VWIRMU LIHIXOMRQ RI A SR DWHW QDP HO WREGFRIQV
DQG D FEDUIWDP HZ RIN RXWIQIQJ UMNV DQG FRP S@DQAH IRURY SR LHTXOMRQ ) XUMHWP RUH WH ) 6%
VD VWDWKH RY SR P DUNHVKDV FRP H VR WH SRIOWZ KHUH P RUH | REXVHG UHI X@WRQ LV QHRHWDU

6KRUAWXP P DU Rl WH GMRXWIRQ SRIQW Z IWIQ WH LHSRUV

e GWEGFRIQV R SWRFXUHOAHV Z KRVH YDOH LV SHIJHG RU
WHG VR WDWRI DORWHUFXUHQR. FRP P RGIW RUILQDQADO
LOVAKP HQW DUH VHHQ 1Q WH UHSRUADV WH J UHDWAAUMN
VR JBREDA LODOADOMZELDN DP RQJ FU SVR DAHW

o &U SVR DWHW \KRX@ EH UHI XOWG LQ D VP L.OUP DQQHUWR
DO RWHU NQG RI DWHW 7KLV IV DQ DMP SW\R \AWRS
WDGMRQDO! LODQADODRRYIMEAY P LI UDWQJ VR G UHI XOWG
AU SVR DWHWP DUNHW

o $XWRUMHV \KRX@ KDYH WH DSSIRSUDM SRZ HY \RRY
DQG UHVRXUPAHV VR LHIXOW VXSHUYYIVH DQG RYHUAHH FU S\R
DWHWDRAYMEY DQG P DUNHW WDOR UHFRP P HQGV WDW
DXWRUMHY VKRX@ FRRSHIDM DQG FRRUGIODM Z W HDFK

RWHU ERW GRP HWAD® DQG [QWLODWRQDD
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e &USWR DWHWMXHY DQG VHUYIFH SLRYIGHY VKRX@ EH REQHG VR HABEQK LREXVIAI RYHUQDORH
ILDP HZ RNV 0 RUARYHU WH DOR QHHG VR KDYH HIHPAYH UWN P DQDIHP HQWILDP HZ RUNV WDW
FRP SUHKHQWLYH® DGGLHW D@P DMUDAUMNY DWRADWG Z W WHUDPARYIMEN

e $ FRP EIQDARQ R P XGBG! IXQPURQV DP RQIMWRY SR DWHWVHUYEH SWRYIGHW P D LHVXAVIQ
FRP S®{ UWN SWRILBN DV Z HODV FRQIGPW Rl LOMUHVW( [ MAQJ P DUINHWHIXOMRQV FDQ EH DSSTHG
VR P W DM FRQ @EW RI LQMHVADQG [QYHWRUUMNY DUMQJ ILRP WH FRP ELQDVMRQ RI VHUYIEHV DQG
I XQPARQV

e 7HQ KLIK GYHOUHRP P HQGDARQV KDYH EHHQ DIUHHG RQ IRUWH UHIXOMRQ VXSHWIMRQ DQG
RYHUAJKWRI JBREDOABEGIRIQ * 6& DUDQIHP HQW ERW DVIMH GRP HVWAE DQG LOWUDDWRQDOBIYHO

) IODI® WY [P SRUBQWR QRW WDWWH ) 6% FDQQRWRUHDM SRIR  EXWIWKRSHV R 1QI OHQFH SRR
P DNHUY/ VR DGRSVWMLY R SVR LHIXOMRQ I DP HZ RN 7KHVH UHFRP P HQGDWRQV KDYH EHHQ ULHBDVHG \R

VWHQUWHQ LOMUODARQDO LHIXOMRQ Rl FUSVR DWHW DQG \R FD@IG JBEDO WEEGFRIQ * 6&
DUDQIHP HQW 7KH UHFRP P HQGDWRQV DGGUHW UMV WDWRY SVR DWHW DQG * 6& DUDQIHP HQW SR
VR 1 LODQADOWEELDN 2 WHUWSHV Rl UMNV SRVHG E\ WHWH IQORYDMRQV VXK DV P RQH OXQGHUQJ

DQG WULRWP [IQDQAQ) GOV SUYDR R\ EHU VHRXUW DQG FRQUXP HUSIRWPARQ  DUH QRWGILHAD
SDUARI WH UHFRP P HQGDWRQV DQG KDYH \ VIR EH DGHT XDWA® DGGLHAWHG

WYV H SHAMG WDVWE\ ' HAHP EHU WH P DUNAWZ IGKDYH VZ R P DRUGHYHBSP HOVVNQJI SOFH D

SRWQUWDOGHBLI RI WH ) 6%V VX JHWMRQV | RUUHIXOMRQ DQG WH SDWIQJ RI WH 0 1&$ ELOE\ WH
( XURSHDQ 8 QRQ Z KIFK P D HQFRXWDIH AU SVR UHI XOMRQ 1Q RWHUFRXQMHY DV'Z HD

) LWMF GREDO&U SVRR 7D0] 5SHSRUALJ ) LDP HZ RWN

7KH QHZ 2(& V 2 UDQIDMRQ IRU (FRQRP IE &R RSHIMRQ DQG ' HYHBRSP HOW &U SWR $\WHW
5HSRUAQJ ) LDP HZ RINV &$5) SXUSRVH LV R DGGUHW GILHAWD WH JGREDOE WDQVSDUHQR Z IWKIQ WH

GLIMECDWHWHRRU 7KH QHZ 1LDP HZ RUIN Z LOHEH HYHY WSH Rl FY SVRFXUHQR [LRP \WRE®! FRIQV
DQG VRNHQVHG | LQDQADAQWXP HQW VR 1) 7 VDQG R SVR VRNHQV

7KH UHSRUAQY Z LOHQFDSVXOW FXWRP HUGIVHODPWYIW |RUDPARQV VXFK DV EX\ LQ) VHAQ)  WDGLQJ
DQG WDQM HUIQU GLIVBODWHW RQ DQG RIl SOMRLP V ) XUKHP RUH D IHTXILHP HQW RUWDQVDRARQ
GIYHOADANLQJ Z WK | DIUP DINHWYDOXH Z L@EH IP SOP HOMG

YXMOHWHV Z L@EH H SHAMG VR FDUY RXWHQKDQPHG GXH GLOI HQPH XSRQ DAFRXQUWRSHQIQJ  Z KIFK DUH
FRP SDIDE®! VR \WH DOHDG\ H MAQJ &56 LHSRUAMQ Z KIFK FRPW LQGLYIGXDORXWRP HUME  GHVBLY
WURXJIK VHD FHUMLEDARQ
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7KHWH GHYHBSP HQW GHYHBSHG 1Q WH QKWRI WH WSIG GHYHRSP HOADQG JUIRZ W RI WH RY SR
DWHWP DUNHWZ IWIQ WH OVWMHZ \ HDU/ + RZ HYHU QRWDO@WSHG RI Y SR DWHW Z L@EH Z IWIQ WH
VRSHRI &$5) 7KHWUWHHH HP SWWDWAJRUHV DWH

&HOWDO/DQN' LI MDCEXUHQAHY &% &V
6SHALLHG ( BPARQE O RQH 3URGXFW
&U SVR $\WHW WDWDQQRVEH XVHG |RUSD\ P HQW RULQYHWR HOWBXUSRVHV

&$5) Z 1 XUKHUSIRYIGH FOUW RQ Y SR WY LHSRUAQRJ LK@V 1Q LHDMRQ VR WH | RXUSI@MUW EHRZ

o &USWRS$SWHW IQ 6FRSH  &U SVREXUHQAHY WDWDQ EH XVHG IRU SD\ P HQW RU LQYHWR HQW
SXUBRVHV 1 RQ IXQILE®I VRNHQV 1) 7V DIHH HP SWG KRZ HYHU WH FRX@ EH SX@IG EDAN LOR
VFRSH DVWH DUH WDGHG RQ RQIOH P DUINHVBOAHV

o -QMP HGIDUHV 6XEMPMR 5HSRUAQ)  ( QWAHV RU LQGIYIGXDY WDWDV D EXVIQHW HQDE®! DQG
H HRXW FU SVR DAWVHWRDQVDPARQY VXK DV FHQADDMHG H FKDQIHV ELRNHY RSHIDRW/ R $70 V
DQG FHUBLO GHRHQADOHG H FKDQIHV Z LOEH VXENPWR LHSRUAQU

e -QIRWP DWRQ R EH 5HSRUMG  5HTXILHP HQW LOFOXGH DQOXDODI.JUHIDW WDQVDRARQ B\ FU S\WR
DWHWA/SH RQ FU SR VR FU SVR DQG FU SVR \R 1 IDAH FKDQIHY WDQV HWY Rl ULHBIYDQWGLI MBCDWHW
LOFXGIQI WDOMHWY VR XQ KRWMG Z DBW DQG FXMRP HU LQIRWP DARQ LHDWG \R FHURIO KLIK
YDOH JU-DWUWDQ 8 6' N UHVBLOSD\ P HQW 1Q Y SVR SURFHWHG RQ EHKDDRI P HIFKDQW

e 7D SD\HU' RFXP HQMRQ 5HTXILHP HQW ' XH GO HQPH SLRAHGXUHV Z L@EH P SGP HOWMG WDW
EXI@ RQ WH VHD FHIMLEDWRQ UHTXILHP HQW XQGHU&S56 DQG) $7) IRUWH SXUSRVH RI LGHQWN LQJ
DQG YHUL\ LQJ FY SR DWHWKVHYY VB UHVIGHQRH DQG LGHQWV

/ RFDOW] MUVGIPARQV Z IOQHHG VR DGRSVWWH &$5) 1WDP HZ RN DQG EXI@ 7 VROMRQV VR VXSSRUWV
GDW VXEP MRQV DQG H FKDQIHV SURU W P SGP HQOMMMRQ WXV WHWH WGV DIH O\HO WR EH
[P SGP HOWMG RYHUWH QH WHZ \ HDW/

&$5) IVH SHAMG R EH [P SGP HOWMG JRED® Z W \WH H HP SWRQRI WH 8 6 DVWH DUHLQWH P IGW
Rl GHYHRSIQ) WHURZ Q IHSRUAM LHILP H XQGHUWH -l LDVAKPMUH -QYHWR HOWDQG -REV $ PMSDWHG
1Q
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) &S$ 1LOHV6LIP DY%RNIQ] / IP VG e | RERZ LQJ
P DUNHWDEXVH LHSRUAQJ | DLOXUHV

Q 2 AREHU 6LIP D %4RNQJ /P WG 6P D ZDV
IOHG e IRUIDI@Y VR P DNH LHSRUV Z KIFK
GIW SRWQWDO P DINHW DEXVH  XQGHWRMG
$GGMRQD® VEZR Rl 6LJP DV IRWP HUGILHARY/ DQG
ROH FXUHQWGILHARUZ HUH 1L.QHG DP RXQW \RVBQQJ
e DV ZHD DV SIHYHOWMY WH IRWP HU
GLHARY IIRP  KRGIQI WIQUIFDQWP DQDIHP HQW
IXQPMRQVIQILP VUIHIXDWG E\ \WH) &$

7KH) &$ IRXQG WDWEHEZ HHQ' HRHP EHU DQG
SXIXW 6P D IDIBG R HSRUN
FROADRW IRU GLIHHQFH WDQVDRARQV DQG
VXVSIHRXV WDQWDRMRQY VR WH UHIXOWRU  7KH

| DLOQIV Z HIH DAMIEXWG VR LQDGHT XDWA J RYHUQDQRH
DQG RYHUAIKVE\ WH ERDUG RI GILHRRW/

0 DIN 6WZDUG ([HPXWH ' WHARU Rl ( QRUFHP HOWDQG 0 DUNHW 2 YHOAIKW WIDMG  $FFXUDM
WDQVDPARQ IHSRUAQJ DQG H I HARYH VXUH@QRH DUH FUXADOWRR® LQ LGHQWN IQJ GRGJ\ GHDOJ \WDW
XQGHP LOHV FBDQ P DINHW  7KHVH EDQV DQG WH VFD®! RI WH 1LOHV Z H KDYH P SRVHG GHP RQVADM

RXUGHWLP LODWRQ VR HOWXWH ILLP V' DQGWRWH Z KR GDGWHP P HHWIKH LHSRUAMY) WBQGDUGY Z H
H SHEW

YODUFD\V ' HFMRQ
1 RVIFH

YDUFD\ V 3/ & DQG YDUFD\ V %DON 3/ & DUH
IDAQU DVRBAIQHR e P L@RQ RUIDIXWH
VR P DN\H WH LHTXILHG GMFRVXUHY VR WH
P DINHADQG WHUVKDUHKR@HWY DERXW HHV
SDIG \RZ DUGV 4 DVBLL LQYHRYY GXUQI WH

ILQDQADOFUMY 7KH ) &$ IRXQG QR
GUIMP DW MVNIEDMRQ |RUWH |DIXUHY \R
GVFRWH KUKODKWQ WH FUMWDON Rl
WDQWSDIHOR VR [IQDQADO P DUNHW
SDUAEX@UD 1Q SHURGV R 1LQDQADOVAHW
7KH ) &$ 11QGQIV KDYH EHHQ LHHUHG R
WH 8 SSHU 7UEXQDODQG DIH SHOQGIQI WH
I LQDOGHAMRQ
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* DWAKRXWHYDON 3RRUS$O0 / &KHFNV

* DIMKRXVH YDQN 3/ & D8. UHIXOWG EDQN Z DVWH UHASIHQARI DSHQDW Rl RYHUe P I@RQ IRU
VHURXV VKRUFRP LQIVIQIW$0 / SRIAHV DQG SURFHGXUHV I RUD SHURG EHVE HHQ -XQH DQG -X®

7KH ) &$ VWHWHG WDW* DIMKRXVH %DONV IDIXH 1Q QRWKDYIQ] DGHTXDW Vi WP V DQG
FROARY DIBRZ HG @UH VXP V R P RQH VR HQWU DFFRXQW Z IMRXWEHQJ SLRSHUD YHWMG |RU
ILODQADORUP H UMV 7KH ) & DOR WWMG LW IQMOURQ VR FROWOXH VR KRG | LLP \/ DFFRXQUE®! |RU
SRRUDQWP ROH @XQGHUQI Vi VWP V DQG FROARY 8 AP DD * DWIKRXVH DIUHHG VR UHVROH WLV
P DMAU DQG TXDQIHG IRU D GIVFRXQWRQ WH LQMDO | LODQADO SHODWV  LHVXGMY 1Q DQ
RXWMDQGIQJ DP RXQWRI e P LARQ

+ DUBTXLQ SHVRUV ERW NG IRU  \ HDW/ I RUILDXG
HWIP DVIL) e P LARQ

" DYIG$P HV WH &KDILP DQRI + DUBTXIQ EXMOHW JWRXS Z DVVHOMOQFHG W \ HDUW/ DW6RXWZ DN
&RZQ &RXUNRQ 6HSWP EHU IRU GHWDXGEQI RYHU YWIMK  IQYHWRY/ IR@RZ 1QJ DQ
LOYHVWI DARQ E\ WKH 6HURXV ) LIDXG 2 [1IFH 6) 2

%ML HHQ DQG $P HV HOFRXUDJHG P DIQ® HGHWD LQYHWRYY VR LOYHWAMKHU SHOVRQV DQG
@H VDYIQIV IQ KRAGD. SLRSHUAHV 1Q WH &DUEEHDQ 7KH VAKHP H KDG QR IXQGIQJ DQG DB RWQRQH
Rl WH LOYHWRWY/ P DGH D UMD

7KH 6)2 IRXQG WDWS$P HV IDIBIG VR UAVSRQG VR DWGDWVHLI KWZ DUQIQIV DERXWMWH + DUBITXIQ
EXVIOHWHV ILRP  EXVIQHW DWRADMV 11.QDQADOSLRI HWIRQD® DQG DXWRUMHY Z LIRQI® EQP HG KLY
DWRADWMV DQG THG VR IQYHVRWY $P HV YIEWP VVZ HH IRUAHG VR GHD\ WHUUHWHP HQWUH P RUADIH
WHU KRP HV ®DGAQI VR WH EUHDNGRZ Q Rl LOQYHWRY/ UHDMRQWKISY Z W 1DP LGHV Z KIB! $P HV
SRIMGIWRP e P LATRQ |HTXHOWD HQW\ LQJ KRIED\ VIQ H RAWF GHVAQDMRQV

6)2 GILHARU/DD 2\RIW VDG $V \RGD V VHOMQAQI \KRZV ZH Z I@QRMRBIDM WRWH Z KR
DEXVH WDWWXW \VKRZ LQ) FRQMP SWIRU WHU YIFAP V DQG WH @Z Z KIGI VIXDQGHUQ! RWHU
SHRSGIVP RQH IRUWHURZ QJDIQ $P HV FRQYIFWRQ Z DV WH | RXUM VXFRHWI XCBLRVHRIXWRQ RI DQ
LOGLYIGXDCE\ WH6) 2 MQFHO D\ W\ HDU
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&RP SOSRUNLY WH &WYV P DINHWBDGIQ) FRQVXGAMY) [P VXSSRUMY WH 8. 1LQDQADOVHMEHV
IOGXW IRURYHU  \HDW/ : HVSHADDH 1Q SIRYIGIQJ * RYHUQDQRH 51N DQG &RP STDQRH VHUYLFHV
VR VXSSRUNMH UHI XOWG [ LQDOADOMHIMEHV IQGXVM VR LDVH WIQGDLGY DQG WUYH

&RP SOSRUMDGYIVHV DQG DWW [ILP V VR EHFRP H DXWRUMHG DQG VR FRP SO Z IW WH X®NV DQG
WHTXILHP HQW Rl LHIX@WRY/ RQ DQ RQIRIQJ EDVV 2 XU YIMRQ LV VR EH WHUH |RU RXU FTHQW HYHU
VIMS Rl WHZ D KHSIQJ WHP FKDQIH JURZ  DQG H FHOMURXJIK H SHIMH LOVIKWDQG LQORYDMRQ
DQG LQ VR GRIQJ VR EHFRP H RXUFTHQW P RWAWDOXHG VXSSTHUDQG WX\WMG DGYIVRU

© H KDYH VXFFHW X@ DVWIMMG RYHU ILLP VVRR EHFRP H DXWRUVHG Z IW WH ) &$ DQG (8 DQG DWH
SWRYIGQ) HIXDWRY VXSSRUMR RYHU  UHIXOWG ILLP V RQ DQ RQIRIQ)I EDVY JBEDD : W
SUHVHQOAH IQ WH 8. DQG (8 DV Z HODV YID RXUSWRADWY 1 HVE RIN &RP SOSRUMDQ DWIMMILP V
DRLRW P XOAS®! MUVGIEARQY

&RP SOSRUN P XOMGMVASTDY FROVXGBOW SRWHW GHHS H SHINWH 1Q WHU I IHG KDYIQ) DRMG LQ
) &$ WG SHIRQ LHYIHZ V DV H SHIAZ IVPHWHV LQ BU DAFDVHY DQG DV H SHUAQYHWI DVRWY/ | RUILLP V
RUWHU®Y DADGYLVHWY

‘D WR GD\ ZH FRQGXPWDXGW DQG WHYZV RI D 1P V SIRGXPW SIRFHWHV SRTAHV DQG
SURFHGXUHV R IGHQW\ VFRSH IRUEXVIQHW VR GHWLP L.OH WH P SDFWRI LHIXDWRY GHYHBRSP HQW
DQG VR YHU\ FRP SIDQFH Z W GFDOUHIXOMRQV 2 XU FTHQWN WXV Z H @/H RXU YDOXHV ZH DUH
GUYHQ DILB! DQG FRADERWDWYH



