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RNTS MEDIA
2015 – Year in Review

“ The mobile app economy is
dominated by developers and
publishers which live or die by
how successfully they acquire
and monetize large audiences.
Our mission is to fuel the app
economy by creating solutions
for smarter ad monetization.”

Following a clear
strategic growth
path...

...to benefit from
the strong market
environment...

Three successful acquisitions in
2015 & 2016 to date

Revenue growth of 27% to
€ 81.1m in 2015

Listing upgrade to the
Prime Standard of the
Frankfurt Stock Exchange

Significant expansion of
global reach to over half a
billion monthly active users

Growth capital secured
through issue of €100 million
convertible bonds

Launch of many new features
and ad formats answering central
market trends

Ongoing shift to mobile
advertising with ad spend
growing at 30% CAGR ‘15-’191

More than 3 hours spent with
mobile devices per day in
the second quarter of 2015;
90% of time spent on mobile is
spent in-app4

US in-app ad spend hit $21bn
in 2015; to outpace mobile
web ad spend 3-to-1 in 20162
Mobile video advertising is
the fastest growing digital ad
format, up 80% in 20153

...and further
accelerate the
momentum in
2016 following
the acquisition
of Inneractive

Targeting pro-forma revenue of
€160m+ for the Group in 2016
with a run-rate of €200m+ by the
end of the year
Reach more than one billion
monthly active users

Extend market position
as a leading independent
supply-side platform, offering
comprehensive monetization
tools for all major app developer
and publisher segments

1 Source: eMarketer Mar 2015 | 2 Source: eMarketer Mar 2015 | 3 Source: eMarketer Sep 2015 | 4 Source: Flurry Jun 2015
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Chairman’s
Statement
Dear Shareholders,
2015 has been a transformational year for
RNTS Media in a number of respects. It is now
clear that we have completed our move from
being a holding company for digital media
assets to a focussed mobile advertising
technology provider, and we will continue to
further strengthen our position in the
upcoming months. The Company has delivered
on its two-pronged growth strategy of strong
organic growth combined with targeted
acquisitions to accelerate the expansion in
technology and scale.

Dirk van Daele
Chairman

Now firmly positioned as a mobile ad tech provider, RNTS
Media enables app developers and publishers to
monetize their apps with in-app advertising through its
core asset Fyber. The Company provides independent
technology that maximises monetization outcome,
agnostic to the ad inventory it sources from these
publisher clients, and with that addresses the reluctance
of many advertisers and app developers to work
exclusively with the major consumer platforms.
Our acquisitions have added important features to RNTS
Media’s technology stack and significantly scaled the
global reach of our monetization platform. Subject to
formal closing, we will be able to combine Inneractive’s
630 million active users with the Fyber Group’s 500
million+ MAUs. This will provide us with the required
scale and visibility to succeed in this substantive market.

6

Our recent acquisitions give us global reach and
capabilities across a multitude of verticals enabling the
considerable diversification and expansion of our client
base beyond the important gaming industry, whilst
operating from San Francisco, Tel Aviv and Berlin.
Important steps have been taken during the year to
improve our corporate governance and stock market
liquidity. These include, respectively, the upgrade of the
listing from Luxemburg to the German Prime Standard of
Frankfurt Stock Exchange and the strengthening of the
Supervisory Board through the nomination of three new
independent board members, Crid Yu, Thorsten Grenz
and Jens Schumann, to be approved at the General
Meeting in June 2016.

Company’s articles of association, monitoring and
advising the Company’s Management Board on an
ongoing basis. A detailed report on the Supervisory
Board’s activities can be found in section the ‘Report of
the Supervisory Board’.

On behalf of the Supervisory Board, I want to express my
appreciation to all of the employees at RNTS Media and
Fyber for all their efforts and commitment. I would also
like to thank all of our shareholders for their continued
support.

We remain on track to fulfil the Company’s goals of
becoming a leading global advertising technology
provider, reaching a €200m revenue run rate by end of
2016. RNTS Media is an exciting company and we are
confident of continued growth going forward. With our
recent acquisitions and ambitious roadmaps for all
entities within the Company we are well-positioned to
further expand our share of the fast-growing market in
which we operate.

Berlin, 13 April 2016

Dirk van Daele
Chairman of the Supervisory Board

Throughout the fiscal year 2015, the Supervisory Board
performed the duties imposed on it by law and by the
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market leading position for Mediation. The shared mission
to empower the app economy with smarter ad monetization
made Heyzap the perfect fit to further strengthen our
market position. RNTS also benefits from the added
technology hub in San Francisco, with the entire Heyzap
team being integrated into Fyber.

Chief Executive
Officer’s Statement

The latest addition to the Group is Inneractive, a fastgrowing Tel Aviv-based mobile Ad Exchange with a core
focus on RTB across video and display advertising. Subject
to formal closing of the deal, Inneractive will significantly
enhance our global scale with its 630 million monthly active
users and we would expect it to account for about one third
of the Group’s pro-forma gross revenues in 2016. In 2015
Inneractive grew gross revenue by more than 100% to
$ 43.2 million and was profitable. It is aiming to double its
revenues again over the next two years. Although the
company will continue to run as a separate entity within
RNTS Media, we see significant revenue synergies in
connecting clients across platforms and enabling seamless
customer access to cross-company products. The closing
is expected for the second quarter of 2016, after the
satisfaction of certain customary closing conditions and
expiry of the statutory 50 day waiting period for mergers
in Israel.

Dear Shareholders,
We achieved a number of important milestones
during 2015 on our journey towards becoming
one of the world’s leading mobile ad tech
companies as we invested in the technologies,
products and people that will deliver a lasting
competitive advantage. The Group’s global
reach expanded significantly, both organically
as well as through acquisitions, with monthly
active users on the platform growing to over
half a billion and delivered ad impressions
growing more than 500% over 2014.

The coming months will be focussed on the integration of
these newly acquired assets, streamlining processes and
identifying further synergy and mutual learning
opportunities.

Investments in Future Organic Growth
Andreas Bodczek
CEO

RNTS Media has made considerable strategic progress
during the year to ensure it is best positioned to capture
the fastest growing segments of the ad tech market.
Mobile advertising spend continued to grow at the
expense of desktop advertising and other traditional
marketing channels, climbing 50%, from $19bn to $30bn,
in the US alone during 2015. As a result of this rapid
growth, mobile ads now account for 50% of the total US
digital ad spend.
However, despite this growth, mobile advertising still only
accounts for 15% of total US ad spend, and this constitutes
a significant growth opportunity for the Group, given that
24% of all media was consumed through a mobile device.
In-app ad spend, RNTS Media’s core market, hit $21bn in
2015 from $14bn in 2014 in the US alone and is poised to
outpace mobile web ad spend 3-to-1 in 2016.
(Source: eMarketer, Mar 2015, Oct 2015)
RNTS Media continued to profit from these underlying
market trends with its existing product portfolio and
worked towards strengthening key areas for future growth
such as programmatic media trading and video advertising.

8

Strategic Developments
In line with our strategic goals, 2015 was a transformational
year, during which we placed €100m of convertible bonds
to accelerate organic growth and take advantage of a
series of important acquisition opportunities. These
successful acquisitions greatly strengthen our market
position, both in terms of technology and product offering,
broaden the reach of our platform, and give us scale and
global presence.
In May, the Group acquired Falk Realtime, an ad tech
company focused on programmatic trading of advertising,
real-time bidding (‘RTB’) and ad serving. The acquisition
strengthened the programmatic stack of RNTS Media’s
core asset Fyber, an independent advertising technology
company, and added new functionalities that enable app
developers to monetize their content more effectively. The
entire Falk Realtime team joined the Group, and together
we continue to develop our programmatic products to
deliver on market trends and meet customer demand.
Heyzap, operating a similar business model to Fyber,
joined the Group in January 2016 and put Fyber in a
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In addition to our acquisition activity, we have
accomplished our product goals around the Rewarded
Video product, strengthening the product capabilities and
the positioning of our own Ad Exchange. We also developed
and launched the Fyber Ad Server, enabling app developers
to set up direct deals with advertisers as well as crosspromotion campaigns to support new app launches and
drive user engagement within their apps. Other initiatives
included the roll out of enhanced ad controls, allowing the
setup of even more granular ad monetization strategies, the
expansion of our Mediation network and the introduction of
a simplified process for app developers to join our platform.
We broadened our ad format offering in 2015 with the
introduction of a substantially refreshed Rewarded Video
product and Interstitial ads and will roll-out Banner
and Native ads in the course of 2016. We anticipate these
initiatives will help offset the slower than expected
growth of Offer Wall, up to now Fyber’s core ad format.

As the organization grows, it has been a priority to invest
in the senior management team with the skills and
experience to support and inspire our rapidly expanding
team. We appointed Heiner Luntz as Chief Financial
Officer of RNTS Media and also strengthened the
management board of Fyber with the appointments of Jim
Schinella as Chief Business Officer, Henrik Basten as Chief
Technology Officer, and Michael Bullion as Chief Product
Officer. This expanded leadership team combines a wealth
of ad tech industry expertise with the experience of
managing rapid operational growth, particularly through
acquisitions, and underpins our commitment to building
one of the largest independent mobile advertising
companies in the market.
Furthermore, we have nominated three new independent
directors for approval to join our Supervisory Board at the
next Annual General Meeting. The new additions will
deepen our ad tech industry knowledge and best
practice expertise in international and German corporate
governance, thereby supporting the Group’s future growth.
In August, we delivered on our commitment to providing a
more liquid and transparent trading venue for RNTS Media
shares by completing the transfer of our equity listing to
the Prime Standard of the Frankfurt Stock Exchange.

Outlook 2016
The focus for 2016 will be on fully integrating Falk Realtime
and Heyzap into the Fyber platform and putting in place
the processes and technical solutions to connect Fyber’s
and Inneractive’s platforms. At the same time we will
preserve the operational flexibility for these businesses to
pursue their ambitious stand-alone growth plans.
The Group expects additional momentum to be generated
by these integrations alongside Fyber’s plans to introduce
new ad formats and monetize a larger proportion of the
traffic we are seeing on our Mediation platform. We are
therefore aiming to achieve a revenue run-rate for the
Group of more than €200 million by the end of the year.
On behalf of our Management Board, I would like to
express our sincere gratitude to all our employees for their
continued passion and commitment in driving a story of
success for RNTS Media and Fyber.
We would also like to thank our partners, customers and
shareholders for their ongoing support, trust and excellent
collaboration.
Berlin, 13 April 2016

Organisational Growth
During 2015, we expanded our team by 34 to 306 employees
by organic growth and through the acquisition of Falk
Realtime. We have also set up our first US engineering hub
in our San Francisco office with the acquisition of Heyzap.
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Chief Executive Officer
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Ad Monetization | Case Study 1

Developing
a winning
ad strategy

Powering the
app economy
with smart
monetization
solutions
Fyber, RNTS Media’s core asset, is an independent
advertising technology company that connects app
developers and media companies with advertisers
through the power of technology across every device. Its
supply-side platform (‘SSP’), Ad Serving, Ad Exchange
and Mediation products empower thousands of the
world’s leading app developers and publishers to
generate business-critical revenue streams.
Fyber powers monetization for four out of the top six
games in the App Store in February 2016, namely Glu
with Kendall and Kylie, Duello with iSlash, Fortafy Games
with Color Switch, as well as Ketchapp with Stack - a
compelling endorsement by clients of Fyber’s ability to
address the top freemium publishers’ needs for a mobile
monetization partner that can deliver innovative ad units,
reliable technology, and dedicated account support to
fuel their growth.

Next Games engages users,
while generating over 40% of
revenues from mobile ads
Next Games is a Helsinki-based
games studio founded in 2013 by
a team of industry veterans
representing market leaders such
as Rovio, Supercell, and Disney. Focused on
crafting visually impressive and engaging
titles, Next Games’ mission was clearly applied
to their top-grossing title, Compass Point:
West™, a visually-rich 3D action strategy game

set in the Wild West. The free-to-play title
employs a card-collecting mechanic built into
the heart of the game design. From the outset,
Next Games saw ad monetization as an
integral part of their overall business strategy.
As a result, they were thoughtful not only in
selecting a monetization partner, but also in
deciding how to integrate ads into their overall
gameplay.

On the following pages we present some client case
studies from 2015, which illustrate the positive impact
that Fyber’s offering has had on client campaigns and
monetization strategies during the course of the year.

Key Findings

$

0.05
ARPDAU
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$

20

60%

4-5

Average
eCPM

DAU engaging with at
least one ad

Average video
completions
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Ad Monetization | Case Study 1

Joakim Achrén, Chief
Product Officer, Next
Games

Ad Monetization | Case Study 1

“Selecting a reliable mediation partner is as key to your
overall ad strategy as the integration itself. After testing
multiple providers, we strongly believe that Fyber is the
best possible choice for mediation. Not only is their
technology strong, but their team knows the market, is
highly responsive, and will truly partner with you to make
your title a success.”

Mediation matters
The decision to integrate ads into Compass Point: West™
was a relatively easy one: Next Games’ team knew that
ads would provide a more stable revenue stream than
in-app purchases (IAP), especially given that aggressive
user acquisition spending and the influx of brand dollars
to mobile are driving up industry eCPMs. They also
believed that rewarded video ads, if implemented
correctly, could invigorate the game’s economy and
encourage additional spending from players. The first
step to executing a solid monetization strategy was to
select a mediation partner. Next Games knew that
working with multiple ad networks would drive
competition, and therefore boost eCPMs, and that
working with a mediation platform could help them

optimize their returns across demand sources on a
per-impression basis. Furthermore, mediation would
ensure optimal fill rates, streamline the integration of
multiple ad network SDKs, and save precious resources
for ongoing maintenance. After testing multiple
providers, Next Games ultimately chose to work with
Fyber due to the quality and responsiveness of the
account management team, the reliability of the
technology, and the strong performance that Fyber was
able to deliver relative to others. Fyber currently handles
mediation for Compass Point: West™, and will also be
integrated in Next Games’ upcoming title The Walking
Dead: No Man’s Land, the official mobile game based on
AMC’s record-breaking hit TV show “The Walking Dead.”

A winning integration
Next Games knew from the outset that ads
would be an integral component of their
monetization strategy for Compass Point:
West™. They therefore made a strategic
business decision to invest in the development
and design of a “deep” video ad integration
that would match the look and feel of
the game, going hand-in-hand with the
title’s gameplay.
Rather than interrupting gameplay with an
intrusive pop-up or requiring users to “dig”

for ads through a complicated menu, Next
Games incorporated them into the game’s
core loop. The Traveling Show wagon is
positioned as a regular object in the game,
indicated by a floating movie reel icon.
By tapping the icon,the user is prompted to
watch a video in exchange for a random card.
The user can pick from one of four mystery
cards in the Traveling Show deck. After
making a selection, the three remaining cards
are revealed so that the player can see which
ones they missed.

1

2

3

“Traveling Show”

User is prompted

After completing video, user can

wagon appears when

to watch video

select one of four mystery cards

a user can access
rewarded ads
(up to three times
every eight hours)
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Ad Monetization | Case Study 1

Results

1

Throughout the development process,
Next Games employed three key tactics that
influenced the success of their integration:

1

Taking UI and UX
into consideration

If ads feel fundamentally out-of-place
in a game, it’s a recipe for trouble.
Encouraging engagement and
retention is challenging enough,
without putting additional obstacles
in the user’s way. Every aspect of
Next Games’ ad integration was
designed to engage and delight the
user: From the attractive design of
the interface, to its positioning
within the natural flow of the game.
Not only are users encouraged to
re-engage by revealing the cards
that they missed, they are also
directed to this spot within the
game on a daily basis, and provided
an extra bonus for returning.
The Traveling Show wagon is only
shown when users have the option
to watch a rewarded ad (up to
three times every eight hours),
rounding out a user experience that
is designed to influence and
encourage repeat engagement.

2

Offering a reward
that entices the user

Rather than offering users a reward
that directly correlates to their
ad payout, Next Games decided
to provide users with a high-value
reward that equated to about $0.30
of in-game value. This was intended
to not only increase the likelihood
that users would continue to engage
with ads, but also boost the chance
of an IAP by providing gamers with a
“taste” of what they could receive.
Of course, it takes a good amount of
experimentation to find the payout
that perfectly complements your
in-game economy. Fyber encourages
its clients to run A/B tests to
pinpoint the payout that works best,
and to explore offering a reward that
is unique and cannot be earned any
other way. Our Monetization and
Growth team works closely with
clients develop the ideal reward
implementation for each title.

3

Infusing fun into
the ad experience

Who says the ad experience can’t be
fun? Next Games’ integration proves
that, when executed correctly,
rewarded ads can provide an
interaction that mirrors the
playfulness of the game itself.
In Compass Point: West™, the
“lottery style” rewarding mechanism
infuses an element of gaming and
excitement into the overall user
experience, as players are left to
chance in terms of the reward they
will receive. Furthermore, employing
a card collection mechanism
encourages re-engagement,
as users are tempted to collect
as many as possible.

Rewarded ads are
a perfect complement,
rather than a
detriment, to IAP

2

Rewarded ads provided Next Games
with a more stable source
of revenue than IAP – and in fact, this
revenue stream was so significant that
it accounted for more than 40% of
their total revenue for Compass Point:
West™. Furthermore, 60% engage
with video ads daily, which allows
Next Games to significantly increase
percentage of players
that are monetized.

Next Games spent significant time
testing various ad strategies and
ultimately found that the integration of
rewarded ads increased overall IAP
spending, rather than cannibalizing it.
They noted that even the game’s
highest-spending players would
typically max out the allotted number
of rewarded ads allowed per day.
While this indicates that even the most
lucrative users found value in the
content provided by rewarded ads, it
did not deter their willingness to
spend.

$

0.05
ARPDAU
(average revenue
per daily active user)

Ads provide a
significant and reliable
revenue stream

$
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Players enjoy and
find value in
rewarded videos

The final benefit that Next Games
noted from integrating rewarded ads
can perhaps be considered the “cherry
on top.” Not only did ads establish a
healthy revenue stream and encourage
IAP – they found that players
genuinely liked them!
In fact, about 10% of users that leave a
positive App Store review specifically
mention video ads.

20

60%

4-5

Average
eCPM

Percent of DAU
(daily active users)
that engage with at
least one ad per day

Average video
completions
per day

Across the board, Next Games demonstrated exceptional
performance KPIs for Compass Point: West™. Their
ARPDAU and average eCPM were double the industry
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3

benchmark for games in the same genre. Engagement
rates also soared at 60%, while even top performers in
their genre usually achieve closer to 30-40%.
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Players that engage with
rewarded ads spend more

Complementing
in-app purchases
with rewarded ads

Fyber’s client, a leading international publisher
of mobile and social games, wanted to
explore adding rewarded ads to complement
in-app purchase features in one of their awardwinning titles. The free-to-play fantasy roleplaying game had earned top chart rankings
and achieved hundreds of millions of playervs-player battles.
The client was interested in integrating ads,
but had questions about how it might affect

Users were divided into six cohorts by the
size of their recent spending. Then, each
cohort was divided into two groups: Those
who engaged with rewarded ads (Group A)
and those who did not (Group B). Over a
period of time, the client compared the
amount of spending by Group A & B, both
before and after the rewarded ads were
introduced.

their existing monetization strategy and
overall user experience. So they conducted
a series of studies examining user behavior,
both before and after integrating rewarded ads
through Fyber’s monetization platform.
Ultimately, the client wanted to answer the
question that many developers ask:

If rewarded ads cannibalized in-app
purchase revenue, then the ratio of
spending by those who engaged with ads
should decrease relative to users in their
cohort who did not. Instead, the client
found that in all cohorts except one, those
that engaged with ad content eventually
spent more than their counterparts. The
user cohorts with lower spending amounts
showed the biggest boost: Spending
40-100% more after interacting with ads.

Group A

Group B

Engaged with ads

Did not engage with ads

Spending
before
the ad is
introduced

Spending
after
the ad is
introduced

Spending
before
the ad is
introduced

Spending
after
the ad is
introduced

“Can rewarded ads increase the likelihood
that a user would make an in-app purchase?”

Using ads is a strong predictor
of future spending
To explore whether rewarded ads could help users learn
to use and understand the value of in-app currency, the
client also studied spending behavior, while controlling
for a broad array of engagement metrics (e.g. logins per
day, storyline completion, and collecting in-app currency
from other sources).

Key findings for players who engage ads
up to

more than

100%

2x

2.5x

boost with in-app
purchase spend

as likely to make
an in-app purchase

more likely to remain
active in the game
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COHORT GROUPS
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In all regression models evaluated, interacting with
rewarded ads was a strong, positive, and statistically
significant predictor of whether the player would
eventually make an in-app purchase. Specifically,
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the player who interacted with rewarded ads was
more than twice as likely to make an in-app purchase
than the player who did not.

Boost retention, as well as revenue
Contrary to widely held concerns that ads might drive
players to another game or negatively impact user
experience, the client found that users who watched at
least one video offer were 2.5x more likely to be active
the following month. The key takeaway from the study
was that integrating rewarded ads was an excellent
complement to in-app purchases.
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66%
of users completed
the game’s tutorial

Getting
UA right
Launching Social Point’s
Monster Legends Android
with premium inventory
and expert targeting
As Spain’s largest mobile game studio, Social
Point ranks globally as a developer of topgrossing mobile and social games. Worldwide,
their games have garnered over 50 million
monthly active users and more than 100 million

Maria Teixidor, User
Acquisition Specialist,
Social Point

downloads. Following the success of their hit
mobile game Dragon City, Social Point
partnered with Fyber to launch their second
title, Monster Legends, in the United States
and Europe.

During the first week of the launch, more than 46,000
new users driven by Fyber’s install (CPI) campaigns
downloaded and started the game. By targeting specific
users from relevant app categories – including mid-core
simulation and strategy games – Fyber matched Monster
Legends with a unique and engaged audience. The value
of these users was confirmed by their post-install actions:
Over 66% completed the game’s tutorial, indicating that
they continued to engage with the game after receiving
their reward. Combining organic growth with this type of
high-quality traffic from multiple providers, Monster
Legends rose to the #2 spot amongst US Android games
during its week of launch.

“Fyber delivered an impressive volume of downloads just days after
kicking off the campaign. Fyber exceeded our expectations; the quality
of their traffic is outstanding, with an ROI comparable to that of nonincentivized traffic. Their account management team was also extremely
helpful and played a vital role in launching Monster Legends to the US
Android market.”

Partnering with monetization experts

Sustaining growth and success

Social Point was not only looking for a partner that could
drive traffic, but one that they could trust to inherently
understand app monetization and deliver valuable,
engaged users. Having already worked with Fyber to
successfully refine their ad monetization strategy,
partnering on user acquisition was the logical next step.
Fyber’s expertise in developing sustainable revenue for
mobile developers, and its extensive global inventory
from top-ranking apps, made for a natural partnership.

To ensure the continued success of Monster Legends
post-launch, Social Point worked with Fyber on their user
acquisition strategy, enabling Social Point to further grow
their user base. In the following months, Monster Legends
maintained its rank as one of the top 50 grossing games in
the US. Fyber continues to provide valuable, ROI-positive
users for Monster Legends and other Social Point titles.

18

Delivering high-quality users at scale

Average ROI per user
during release week

7-10%

Monster Legends
rose to the #2 spot
amongst US Android games
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Report of the
Management Board

Company Structure

Once the sale or discontinuation of Big Star Global Co.
Ltd. has been concluded, the Company will be focused
fully on providing advertising technology solutions for the
monetization of traffic through its investment in the Fyber
Group (Fyber GmbH and its subsidiaries) and future
acquisitions in this field. Fyber today is a fast-growing
group of technology companies with headquarters in
Berlin, Germany. The Company’s core competency lies in
the development and operation of a supply-side platform
to allow publishers of mobile applications the
monetization of their user base through advertisements.
Fyber does this by creating a connection between
advertisers looking for targeted user segments at scale
and publishers, delivering and tracking the
advertisements and settling the related payments. The
services are provided through different entities and in
different countries but overall represent one integrated
offering to the company’s customer base.

RNTS Media N.V. is a public company with limited
liability (naamloze vennootschap) incorporated under the
laws of the Netherlands, having its corporate seat in
Amsterdam, the Netherlands, and its office address in
Berlin, Germany, operating through its subsidiaries Fyber
GmbH and Big Star Global Co. Ltd., the latter being a
discontinued operation as of December 2015.
The Group consists of thirteen legal entities. SponsorPay
Co. Ltd. (Korea), SponsorPay K.K. (Japan) and RNTS
Media Deutschland GmbH (Germany) are currently
dormant entities. The chart below sets out the Group’s
structure per March 2016.
In comparison to December 2015, Heyzap Inc. has been
added due to the Closing of the transaction in January
announced in December 2015.

In December 2015 RNTS Germany Holding GmbH,
Berlin, Germany was set up by RNTS Media N.V. for the
purpose of acquiring 100% of the shares of Heyzap Inc.
Please refer to the ‘Subsequent events’ section below for
further details.

The Company’s Management Board consists of the CEO,
Andreas Bodczek and Managing Director Janis Zech.
Heiner Luntz joined the Company as Chief Financial
Officer on 1 October 2015. His appointment to the
Management Board will be proposed to the shareholders
at the forthcoming Annual General Meeting.

Group Structure

100%

RNTS Germany Holding

100%

GmbH (Germany)

100%

100%

RNTS Media N.V.

RNTS Media Deutschland
GmbH (Germany)***

BIGSTAR Global Co. Ltd.
(Korea)**

Heyzap Inc.
(USA)

100%

100%

Falk Realtime Ltd.
(United Kingdom)

100%

Falk Technologies GmbH
(Germany)

Advertile Mobile GmbH
(Germany)*

(The Netherlands)
100%

Fyber Media GmbH
(Germany)

100%

Fyber GmbH (Germany)
100%

Fyber Inc.
(USA)

Company structure as
per March 2016
* Beneficial ownership
** Discontinued operations
*** Dormant entity
For Heyzap Inc. please refer to
section ‘Subsequent events’
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100%

SponsorPay Co. Ltd.
(Korea)***

100%

SponsoPay K. K.
(Japan)***
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Market Development
RNTS Media’s growth is fuelled by major industry trends
including
■ Mobile adoption: Mobile has become the new digital

paradigm and will become the largest internet
enabled device, with 6bn forecasted users by 2020.
■ Mobile advertising: In line with the growing mobile

usage, and marketers naturally following to where
the users are, mobile ad spend will continue to grow
at a 30% CAGR 2015-2019.
■ In-app dominance: The majority of time spent on

mobile devices is spent in-app as opposed to the
mobile web.

Ericsson estimated 3.3bn global smartphone subscriptions
for 2015, forecasting double digit growth numbers to over
6bn smartphone subscriptions by 2020. Not only is the
user base growing fast in terms of enabled devices, but
also the time spent on mobile now exceeds the total usage
of desktop computers and other connected devices.
Mobile ad spend is also increasing, with advertising dollars
naturally following the audiences. For the US market in
2014, KPCB estimated that there was a significant
disconnect between the total time spent (24%) vs. the
allocation of total ad spend (8%) for mobile media,
implying an additional revenue opportunity of $25bn in
2014 (US). The pace with which this gap is likely to close is
illustrated by research from eMarketer, which forecasts
that the proportion of ad spend allocated to mobile will
overtake ad spend on desktop in 2016 and go on to reach
more than $65bn by 2019 in the US alone.

■ App economy’s dependency on ad monetization:

Mobile in-app ad spend was already outpacing mobile
web 3-to-1 in 2015 and will make up a $30bn market by
2016 (US).

The vast majority of applications are free and
freemium apps, dependent on in-app advertising
to be financially successful.

These trends originate in the underlying growth in app
usage and a fundamental change in the way users are
engaging with the internet – apps being the primary way
of accessing online content and the main channel for
entertainment, communication, shopping and productivity.
AppAnnie contests the strategic importance of apps well
beyond gaming and media industries, saying “Now all
companies need to view themselves as app publishers
irrespective of their mobile strategy. Apps drive
engagement and brand loyalty and can be monetized
directly through app stores, advertising, commerce or any
combination of the above.”
(Source: AppAnnie Jan 2016, Mobile App Forecast 2016)
According to App Annie’s recap of the 2015 mobile
industry, the time spent in apps grew by more than 60%
from 2014, climbing to more than 2.7 hours per day and
with making up more than 90% of the time spent on
mobile. This number is poised to grow further, with the
annual app downloads forecasted to grow 33% during
2016, and exceeding 280bn downloads by 2020,
representing a 5-year CAGR of more than 20%.
(Source: AppAnnie Jan 2016, Mobile App Forecast 2016)

RNTS Media targets the in-app advertising market, the
fastest-growing segment of digital advertising. For US
alone, eMarketer estimated the in-app ad spend for 2015
at $21bn, which adds up to an addressable market of about
$12bn for RNTS Media, looking at the addressable
independent app verticals Entertainment, Gaming,
Messaging/Social, Utility, Productivity.
Another specific segment of RNTS Media’s core market is
the app-install advertising market. With thousands of app
developers and millions of active apps worldwide, visibility
and app installs are crucial for developers and publishers.
Fyber’s ad formats enable them to present their apps to
targeted user segments to efficiently expand their user
base. BI Intelligence estimates app install ad revenues in
the US at $3.6bn in 2014 and forecasts $6.8bn until 2019.
With that, app install advertising made up almost 20% of
the total mobile advertising revenues in 2014.
(Source: BI Intelligence, Jun 2015)

Smartphone subscriptions

Time spent per user per day with digital media

Digital ad spending by device

Mobile ad spending by channel

Global, # in Bn

US, Hours per Day

US, $bn

US, $bn

6

6

0.4
0.3

65

7% of
total

28%
CAGR*

0.3

21%
CAGR*

4

58
51

0.3
4

2.4

0.3

2.4

0.4

42

2.3
31

2.6

2

21

42% of
total

2.5
2

30

28

30
25

25

26

28

14
11

19

2.4
2.3

2.6

2013

2014

2.8

8

51% of
total

5

1.6
0.4
2012

2013

2014

2015

2016

2017

2018

2019

2020

2010
Mobile

Growing use of smartphones | Source: Ericsson, Dec 2015
Note: *CAGR calculated based on 2012-2020

22

0.8
2011

2012
Desktop

2015
YTD
Other Connected Devices

Mobile usage overtaking time spent on desktop
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With the latest acquisitions of Falk Realtime and Heyzap,
RNTS Media addresses major market trends around
growth in programmatic advertising and RTB as well as
video in-app advertising.

App verticals by usage

10%
Mobile Web

90% of time
spent in apps

19%
Facebook

10%
Others (App)

RNTS Media’s
addressable
verticals

• Gaming

3% Y
ouTu
be
2% News

• Messaging

ctivity
4% Produ

• Entertainment

• Utilities

Mobile video advertising has seen 80% growth in 2015,
making up one-third of the total digital video ad spend
and is forecasted to reach $6.8bn by 2019 in the US alone
(5-year CAGR of over 25% ’15-‘19), representing almost
50% of the overall digital video budgets.

17%
Entertainment

8%
Utilities

• Productivity

12%
Messaging/
Social

eMarketer forecasts mobile programmatic display
advertising to hit $20bn by 2017 in the US alone,
representing over 76% of all programmatic digital display
ad spending. This is especially noteworthy as
programmatic buying originated in the desktop digital
media market, making banner ad trading more efficient.

15%
Gaming

In line with RNTS Media’s own findings and client
feedback, market research also identifies the core
benefits of mobile video advertising in increasing brand
awareness, driving engagement and interaction. Mobile
video advertising is more aligned with users’ mobile
consumption behaviour and thus results in higher
click-through rates than desktop ads and is perceived as
less intrusive.
(Source: eMarketer Jan 2016)
RNTS Media’s own Inneractive (see the ‘Subsequent
events’ section) recently investigated the demand for
video inventory together with eMarketer and found clear
evidence of rapid growth since 2014. In the second half of
2014, just 4% of mobile ad requests worldwide were for
video inventory. By the first half of 2015, that share had
more than quadrupled to 17%. And in the second half of
2015, 40% of mobile ad requests were for video
inventory – more than twice the share again.
(Source: Inneractive and eMarketer, Feb 2016)

Source: Flurry Analytics Jun 2015,
Comscore, Net Marketshare
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Business Model & Products

■ Subpar yield optimization
■ Sell impression at highest price

The Group’s core asset is Fyber, accounting for 100% of
2015 pro-forma group revenues after discontinuation of
Big Star Global with its revenues being presented
separately. Fyber is a mobile supply-side platform
monetizing the ad inventory of app developers and
publishers through in-app advertising. Mobile app
developers and publishers monetize their users through
advertising or in-app purchase transactions. On the back
of the fast adoption of smartphones, the increase in
numbers of app developers and time spent in apps,
mobile advertising has become an important revenue
stream for mobile app developers and publishers. They
face inherent commercial challenges when it comes to
advertising:

■ Enrich audiences with data
■ RESULT When working with several demand

sources, publisher face the challenge of optimizing
the yield for every single one, i.e. decide which ad
source to prefer for each impression1 based on
reliable data.
■ Lack of sophisticated reporting and tools
■ Audience & ad stack management
■ Unified reporting & actionable insights
■ RESULT With every integrated demand source,

publishers also face different reporting and stack
management tools and need to make an effort to
consolidate the results to derive actionable
insights across all advertising partners.

■ Demand fragmentation & integration hurdles
■ Hundreds of ad demand partners (direct

advertisers & brands, advertising agencies, ad
networks that function as aggregators of demand
for ad space and demand-side platform)
■ High technical integration & maintenance costs
■ RESULT Publishers need to work with a multitude
of demand sources to get access to enough
demand to be able to effectively monetize their
apps. The actual process of delivering ads requires
a technical integration within the code of the app,
which is time-consuming, costly, error-prone and
needs regular updating.

Its platform provides publishers with integrated access to
a wide range of advertising partners, including ad
networks, demand-side platforms, agencies and direct
advertisers, and offers key solutions like user-friendly
addition of new demand sources, algorithm-based yield
optimization, stack management, ad analytics and
reporting tools to optimize revenues - all accessible
through one centralized dashboard. Fyber’s platform
comprises an Ad Exchange, a Mediation and an Ad
Serving layer – the core channels for app developers and
publishers to access demand for advertising inventory.

Fyber’s unified approach solves these challenges by
offering a technology which acts as the infrastructure for
app developers and publishers to integrate, manage and
optimize all ad revenue partners through one unified
platform. With that, app developers can focus on what
they do best - building great apps!

Ad Exchange
Alongside the Mediation layer, the Fyber Ad Exchange
connects app developers and publishers to demand-side
platforms and direct advertisers bidding on their
inventory, much like on a stock exchange or a
marketplace where an advert is ‘matched’ to an app’s
user, based on the user’s and advertisers’ pre-defined
criteria (e.g. user’s profile and assumed preferences) and
the publisher’s pricing thresholds.
The Ad Exchange is Fyber’s main source of revenue, by
taking a share of ad spend that is being processed on the
Exchange.

Mediation
The ad network Mediation grants app developers easy
access to major ad networks through one technical
integration. App developers and publishers can choose
which ad networks to work with, easily enable them for
their apps, manually prioritize them on the fly as they
analyse their performance, or let Fyber’s autopilot handle
the yield optimization for them. While this is a free
service for the app developers and does not directly
contribute to Fyber’s revenue, it is a strategically
important product in terms of traffic generation on the
platform. With more publishers signing up and using
Mediation, more advertisers are inclined to integrate with
Fyber to reach its large user numbers. These network
effects strengthen the liquidity of the entire platform
including Fyber’s own Ad Exchange and optimize the
outcome for all stakeholders.

Ad Serving
Ad Serving enables app developers and publishers to
directly sell their inventory to advertisers and networks at
premium rates. In addition, the product allows app
developers to cross-promote audiences from one of their
own apps to another.
Ad Serving is free for cross-promotion campaigns,
whereas Fyber charges a technical CPM fee for directsold campaigns that are executed through the Fyber Ad
Server.

1 Instance in app usage, where the user could see an ad; An ad request is being sent to the demand source,
generating an ad impression if an ad is actually served and viewed by the end-user.

Fyber connects app developers and publishers with mobile-specific advertising demand sources

Schematic overview of Fyber’s SSP
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Yield Optimization

also aim to monetize a bigger share of traffic through the
Ad Exchange, on the premise of yield optimization for the
publishers and unbiased treatment of all demand sources.
Given the overall strong growth in impressions, both
segments show positive relative growth.

Connecting all channels of demand is the yield
optimization mechanism that ensures that only highest
paying ads are being delivered to the app. Fyber’s
platform runs a unified auction for every ad request,
comparing mediated ad networks and the other demand
sources (direct advertisers, DSPs, agencies etc.) that are
integrated with the Ad Exchange and the Ad Server. This
way, highest paying campaigns are being identified and
delivered to maximize publishers’ yield.
From Fyber’s perspective this means that its Ad Exchange
competes with the mediated ad networks to fill the ad
requests. Product enhancements and added capabilities

Offering for Advertisers
Fyber’s ad tech platform enables advertisers to reach
global audiences at scale. The flexible solutions allow for
any combination of creatives, targeting settings & pricing
model and also provides pre-packaged campaign types
built to drive success along the demand partners’
advertising objectives.

Fyber’s mobile supply-side platform and growth services

Currently the main supported ad formats are Rewarded
Video, Offer Wall and Interstitial Ads, with Banner and
Native Ads being rolled-out in the course of 2016. With
this balanced portfolio of opt-in (i.e. user-initiated) and
non-obtrusive display formats, advertisers drive brand
awareness and visibility (mainly Video, Interstitial
campaigns) as well as performance, engagement and
user acquisition (mainly Rewarded Video and Offer Wall)
■ Rewarded Video: After opting in, app users are being

shown full-screen video ads and are rewarded upon
finishing watching the full video ad. A powerful
add-on are optional post-video actions that the user
is invited to complete, that drive particular high user
engagement, e.g. download a featured app.
■ Offer Wall: This opt-in format presents the user with

a wide selection of relevant ads and actions, with
rewards attributed to each, e.g. download and start
an app, take a survey, watch a video etc.
■ Interstitial Ads: This non-rewarded formats presents

ad content at natural breaks in an app, i.e. during
load times or in-between levels or menu screens, and
is as such seamlessly integrated within the app flow.
Various designs are supported, e.g. full or part screen
videos, rich media creatives or static images.

Fyber RTB (formerly Falk Realtime)
The acquisition of Falk Realtime in May 2015 added
important programmatic buying functionalities as well as
the Ad Server to Fyber’s tech stack. Recently re-branded
as Fyber RTB, demonstrating the integrated approach of
combining the two platforms under one roof, the team
focuses on finishing the technical integration in the
course of the first half of 2016.
Programmatic advertising describes the automated
process of buying and selling of ad inventory through

computer-run auctions based on predefined criteria, as
opposed to the traditional buying through manual request
for proposal, negotiations and insertion orders for each
campaign. Real-time bidding allows for this automated,
dynamic selling to happen in real-time during the loading
time of the application or website, on an impression-byimpression basis.
Fyber RTB enables the Ad Exchange to serve
programmatically traded campaigns, answering major
industry trends and client needs. The two platforms also
benefit significantly from accessing each other’s client
base both on the supply and the demand side.

Heyzap
Heyzap, acquired in January 2016, shares Fyber’s vision
of empowering the app economy with smarter ad
monetization solutions, offers a mobile monetization
platform similar to Fyber and also operates a Mediation
layer, an Ad Exchange and cross-promotion
functionalities. This highly compatible offering
accelerates Fyber’s global reach of unique users and
direct publisher partnerships. It creates a market leading
position in Mediation and makes the combined platform
one of the largest independent mobile monetization
platforms in the market.
In the course of 2016, Heyzap’s monetization platform will
be fully integrated with Fyber’s platform, adding relevant
mobile ad formats and creating an even more robust suite
of mobile app monetization tools. Already today Fyber
benefits from the added client base, both publishers and
advertising clients, creating a more liquid platform. The
success of optimizing the yield from advertising for
publishers depends, as in every market, on quantity and
price. Publishers are looking to optimize their fill-rate1
and eCPM2, which are directly influenced by the number
of relevant demand sources bidding on their ad inventory.

*Banner and Native ads to be rolled-out in the course of 2016

Fyber’s ad formats
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1 Ratio between the number of ad requests (a user reaches an instance in the application where he/she could see and add, and the app
requests an ad from the Fyber platform) and the times, this ad request could potentially be “filled” by delivering an ad to the user in the app.
It is calculated as (number of fills / number of ad requests).
2 In digital advertising it is common to track the pricing of ad units in eCPM, the “effective cost per mille” or the advertising revenue
generated per 1,000 ad impressions. It is calculated as (total earnings/total impression) * 1,000)

RNTS Media Annual Report 2015

29

Summary - Fyber Group’s full-stack supply-side platform
Fyber owns a comprehensive, scalable and technologically
advanced infrastructure platform, which supports major
ad formats and advertising campaign pricing models.
The Company has reached a critical mass of supply, a key
competitive benefit to create a scalable and defensible
platform, especially with a strong track-record of longterm client relationships.

Highlights
■ Leadership through technical competitive edge:

Operating a technology platform that was built from
the ground up geared towards app developers’ needs,
strengthened by targeted acquisitions to add
technology features and scale.
■ Full-stack supply-side offering: Featuring major

mobile ad formats, pricing models and selling
methods. Connecting advertisers and publishers,
Fyber offers exposure and competitive app
monetization through one single technical
integration.
■ Direct-to-publisher: Direct partnership with

thousands of app developers and publishers with the
deep technical integration creating client stickiness
and among others, preferred market access to the
fast growing app-install ad market (see section
‘Market Development’)
■ Independent platform: Fyber is one of the few

remaining independent players: being agnostic to the
inventory it sources directly from publishers, its
interests are solely aligned with the publishers’ needs
and not focused on serving its own inventory. This
addresses the concerns of many advertisers and app
developers with regards to the visibility and usage of
their data, balance of power, competitive positioning
and efficiency as well as their reluctance to work
exclusively with the major Owned & Operated (‘O&O’)
platforms like Google or Facebook. Independent
players have the advantage to support all major O&O
ad networks and demand-side platforms, provide full
visibility and transparent access to data, leading to
optimal pricing for all publishers and advertisers
without any structural conflicts of interest.
■ Industry relevance: Combining the reach of Fyber’s,

Falk’s and Heyzap’s platforms, the Company’s offering
achieves critical mass of publishing and advertising
clients to realize competitive fill rate and eCPM
values across formats.
■ Fyber’s platform delivers strong network effects and

deep technical lock-in, with almost 40% of the payout
generated in 2015 coming from the top 50 developers
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of 2013, 70% of Fyber’s publishers in 2015 having had
a contractual relationship in previous years and 30%
more than three years.

time-to-market and less integration effort, by
providing all components needed for the integration
(adapter, SDK, associated libraries) in one pre-set
‘bundle’.
■ Provision of a Software Development Kit (SDK) for

Investments & Technology
2015 again saw many product enhancements and
additions to further strengthening the offering to support
app developers and publishers in optimizing their
advertising revenue streams. The main focus points of
product and technology development evolved around the
Mobile Video product, programmatic and RTB trading
and the integration of Falk Realtime into Fyber’s
technology stack, the ease-of-use for publishing clients to
add new demand sources, publisher and advertiser tool
sets as well as the technical scalability of the platform.

Adobe Air extends the addressable market to app
developers using this technology.
■ Audience segmentation capabilities to enable

developers to serve ads and sell audiences differently.

■ Enhancements to the Rewarded Video product to

increase competitive positioning, user experience
and technical capabilities, e.g. the video pre-caching
controls strengthen the video advertising offering and
give app developers and publishers maximum control
over the user experience (reduction of mobile data,
memory usage and loading time leading to improved
app performance); as well as the addition of mobile
and video specific demand sources to the Fyber
Mediation and Exchange offering, to increase fill-rate
and eCPM for the publishers.

■ Full integration of Falk Realtime to the Fyber

platform: Roll-out of full functionality of the publisher
Ad Server, added programmatic demand for the
Rewarded Video and Interstitial Ads product, crossplatform advertising solutions connecting to Falk’s
desktop advertising product.
■ Full integration of Heyzap to the Fyber platform:

publisher and ad format migration to unlock Banner
and Native ads for Fyber.

■ Expansion of supported mediated ad network partners
■ Adding publisher tools to further enhance the
■ Continuous conversion of the architecture towards

distributed systems and cloud services

Outlook Product Developments 2016
Highlights of product and technology development

Key projects in 2016 include

RNTS Media will continue to build out its technology
stack around mobile ad monetization and will focus on
integrating the added assets of Falk Realtime and Heyzap
to the Fyber platform as well as further optimize the
existing platform offerings and tools. With this, RNTS
Media further develops its position to be the leading
mobile independent ad tech provider for app developers
and publishers, providing them with best-in-class tech
solutions and comprehensive market access, as well as
the must-buy solution for mobile advertisers.

■ Roll-out of programmatic selling and RTB on the

Fyber Exchange, to unlock this important source of
demand for the app developers, with global DSPs and
their advertisers bidding on the inventory in real time
and applying fine-tuned targeting on the ad space
most relevant to them. The integration of Falk
Realtime’s capabilities allows to serve
programmatically traded campaigns and adds global
programmatic-specific demand sources to the
combined platform.

integration process and enable granular ad control,
driving adoption on the publishers’ side and with that
overall reach of the platform.
■ Expansion of ad format capabilities, e.g. supporting

more video-related industry standard ad formats, to
give full flexibility to our advertising partners and
support all creative requirements.
■ Adding more partners to Fyber’s Open Mediation

platform, after its launch in February 2016. It allows
ad networks to connect to Fyber’s monetization
platform themselves, following a standardized
process set up and monitored by Fyber, but without
Fyber having to build the mediation bundles for these
new networks first. With that, app developers and
publishers can quickly get any ad networks they
would like to work with but which are not part of the
Fyber network yet, to join the platform. This new
flexibility reflects the fast growing and evolving
mobile advertising market, with new ad networks
continuing to enter the market. Open Mediation will
ensure that Fyber participates in this growth in the
best possible way.

■ Adding new ad controls to enable app developers to

define even more granular monetization strategies,
e.g. with the impression capping features, publishers
can define the number of impressions a user will see
from a particular ad network each day. This is
especially important to control the valuable first
impressions, meaning publishers can sell these first
impressions at premium rates to maximize their ad
revenues.
■ Introduction of Mediation bundles simplify the

process for app developers to integrate with the
Fyber Mediation platform, resulting in a quicker
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Strategic Developments
Acquisition of Falk Realtime
In May 2015 RNTS Media acquired Falk Realtime Ltd.
through Fyber for a total consideration of €10.65m to
strengthen its RTB and Ad Serving technology. Since
acquisition, Falk has built strategic partnerships with
existing and new demand-side platforms as well as
increased the number of impressions due to strong
publisher partnerships. Coming from no revenue in 2014,
Falk has contributed revenue of €11.3m during 2015,
generating revenues of €3.2m for December 2015 alone.
The Company has finished the initial integration of the Falk
Realtime technology solution into the Fyber SSP, with a full
integration to be completed during the first half of 2016.
By that time, the targeted platform product stack (Ad
Server and RTB-based SSP) will have been completed to
enable Fyber to benefit from the industry trend of buying
behaviour shifting towards RTB, which we expect to form
an important pillar of the Company’s growth in 2016.
So far all strategic and operational objectives linked to
the acquisition have been achieved.

an active role in the consolidation process of the ad tech
industry, in late 2015 and early 2016 RNTS Media entered
into definitive agreements to acquire two additional
companies: Heyzap Inc., San Francisco, USA and
Inneractive Ltd., Tel Aviv, Israel. The Heyzap transaction
has closed in January 2016. The Inneractive transaction is
due to close in early May 2016. Please refer to the
‘Subsequent events’ section for further details.

Financial
Report

difference on income or cash flow. It was therefore
included as of the acquisition in May 2015 only. Both
years do not include Big Star Global which has been
classified as discontinued operation in Q4 2015 and has
therefore also been re-classified in the full year numbers
for 2014 and 2015.

the strong stand-alone growth of the newly acquired Falk
Realtime. Both companies recorded strong growth in the
fourth quarter, with revenues being up 35%+ for Fyber
and 160%+ for Falk compared to September 2015.

Unaudited Pro-Forma Revenue,
Gross Margin (€) and Gross Margin (%)
Revenues increased 26.7% to €81.1m in 2015 compared to
€64.0m for the last year. Growth was impacted by a
faster shift of mobile advertising preferences from the
still strongest product category, the Offer Wall format.
However the Rewarded Video offering, substantially
enhanced and relaunched in the third quarter of 2015,
benefitted from that shift and helped to compensate the
impact once relaunched. The Falk Realtime companies,
acquired in May 2015, have contributed revenues of
€11.3m and thus accounted for 66.1% of the overall
revenue growth.
Fyber saw strong revenue growth in the second half
of 2015 after slightly declining numbers in the first and
second quarter.

Business Performance
Convertible Bonds
RNTS Media successfully placed €100.0m of convertible
bonds on 17 July 2015, convertible into c. 23.8m new
shares representing up to c.17.2% of share capital following
full conversion of the bonds. The conversion rights can be
executed at the will of the bearers of the Bonds at any time
during the Bonds’ duration until 27 July 2020. The
significant funds raised will allow the Company to fund its
organic growth as well as acquisitions, allowing it to take
an active role in the consolidation of the mobile
advertising market.
Following the settlement of the bonds on 7 August 2015,
the Company has repaid all shareholder loans, including
accrued interest, amounting to €23.2m.

Listing on Frankfurt Stock Exchange
On 12 August 2015, the shares of RNTS Media
commenced trading on the Prime Standard of Frankfurt
Stock Exchange under the symbol RNM. On the same
day, RNTS Media’s listing on the Euro MTF market, the
multilateral trading facility operated by the Luxembourg
Stock Exchange, was terminated.
The listing on the Prime Standard of Frankfurt Stock
Exchange provides a significantly more liquid and
transparent market in the Company’s shares. It will also
allow the Company to access a broader investment
audience and increase future funding options.

Acquisition of Heyzap Inc. and Inneractive Ltd.
In an effort to further build scale for the Group and to play
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2015 has been a transformational year for the company
with many events described in this management report.
On the business side, the decision to fully concentrate
the Group on the ad tech space by classifying the
Big Star Global business as an asset held for sale and to
aggressively pursue an acquisitive growth story in
addition to the development of new and enhanced ad
formats, were the most important decisions. Specifically,
these investments have addressed the further evolution
of publisher and advertiser requirements and behaviour
by strengthening the Rewarded Video offering,
to compensate reduced growth in Offer Wall and
by acquiring Falk Realtime to invest into the dominant
future trend of programmatic trading. Both investments
have shown significant positive impact on business
performance already in the fourth quarter of 2015 and
will continue to do so in 2016.

Financial Results, Segmental Performance,
Statutory Results, Strategic Development
The acquisition of Fyber was completed on 21 October
2014 and the business consolidated as of this date. To
provide investors with meaningful comparative financial
information on the development of RNTS Media in its
current form, the financial results of RNTS Media will be
discussed in the paragraphs below largely on a pro-forma
basis as if Fyber had been acquired and fully consolidated
from 1 January 2014; unless expressly indicated otherwise
by the prefix “reported”, all figures for 2014 quoted in the
following paragraphs are pro-forma. The Falk business
was very small in 2014 and including it in the pro-forma
figures for 2014 would therefore not make any material
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This is partially due to inherent seasonality effects of the
industry as well as to product developments that have
been rolled-out in the course of the first half of 2015 and
only started generating revenues in the second half of the
year. The negative growth trend was partially offset by

■ Falk Realtime: The business of RNTS Media’s new

entity grew more than 400% in gross revenues
between May and December (the company has been
acquired on 12 May 2015). We expect to see further
growth in 2016 and plan to further monetize the
connection between Fyber’s and Falk’s traffic
■ Mobile video advertising: The refreshed Mobile

Video product has shown strong growth, albeit from
a small base; with impressions up 125% between
September and December, and monthly revenues
growing from ~€300k to over €1m in December 2015
■ Introduction of new sales organization: Fyber

strengthened its global sales leadership teams and
simultaneously introduced a new sales focus to a
more localized and regional approach to be able to
respond even quicker to customer needs. As Fyber
expands targeting and enhances campaigns for their
advertising partners, it is crucial to have regional
experts with deep knowledge about the successful ad
formats and campaign types. By implementing this
regional approach, the Company was able to improve
the return for advertiser, publishers and itself.

Revenue variance to 2014
€m

20

15

10

5

0
Jan-15

Feb-15

Mar-15

Cum. Falk Realtime revenue 2015

Apr-15

May-15

Jun-15

Jul-15

Aug-15

Sep-15

Oct-15

Nov-15

Dec-15

Cum. Delta ’15 vs. ’14 Fyber revenue

Fyber Group’s gross revenue development
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Management had taken the strategic decision to invest
into the build of the Mediation offering that is expected
to lead to accelerated growth in the future through the
adoption of Fyber’s solution as an infrastructure amongst
publishers but does not contribute to revenues shortterm. Between December 2014 and December 2015, ad
impressions on the Mediation Platform grew by more
than 300%, evidencing the strengths of Fyber’s
proposition.

Gross margin (%) decreased to 30.0% in 2015 compared to
38.1% in 2014 reflecting mainly the mix of the high margin (%)
Fyber business with the lower margin (%) Falk Realtime
business acquired in 2015, but also the margin (%) decline at
Fyber from the competitive market environment especially in
light of the pressure on the Offer Wall product. In Q4 2015
with the relaunch of the Rewarded Video product showing
initial impact, the margin (%) in the Fyber business excluding
Falk Realtime has been stabilized compared to Q3.

Monthly gross revenue by source
€m
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In consequence of the decreased gross margin (%), the
overall growth in revenues could not yet be translated into
increased gross margin (€), which remained substantially
stable at €24.3m vs. €24.4m in the prior year.

Adjusted net loss after tax was €-16.2m in 2015 compared
to €-1.8m in 2014 additionally reflecting the interest on
the newly issued convertible bond and bridge funding
prior to the issuing thereof.

Unaudited Pro-Forma Operating Expenses and Income

Separately disclosed items were €-21.7m in 2015, of
which €-5.6m affected EBITDA. These resulted from the
grant of stock options to employees €-2.6m, cost related
to the listing upgrade €-1.8m and transaction cost for the
Falk, Heyzap and Inneractive acquisitions €-1.2m. Below
EBITDA, a charge of €-14.2m for the full impairment and
provision for outstanding cost related to BSG and €-2.5m
for the amortization of acquisition intangibles and of
€-0.2m for the discontinued mobile/online games and
publishing businesses was separated out. With the full
provision of all expected cost relating to BSG and the
complete discontinuation of the former RNTS mobile
games activities, no further costs are expected for 2016 in
this field. This compares to a total of €-18.3m in
separately disclosed items in 2014, of which €-3.0m were
related to the warrants granted in connection with the
business consultancy services provided by members of
the Supervisory board, €-3.4m to the acquisition of Fyber
and €-9.6m to discontinued operations.

Overall operating expenses adjusted for separately
disclosed items have increased by 64.3% from €26.2m to
€43.0m and thus from 40.9% to 53.1% of revenues. The
further investment in operating expenses was split
between personnel costs (+ €10.4m (82.3%)), on the back
of a headcount increase from 272 at the end of December
2014 to 306 at the end of December 2015, and other
operating expenses (+€6.4m (+47.6%)) and related mainly
to product and services development, implementation of
stronger production and support systems, building of a
strong management at all levels and increased sales
activities to prepare the company for both organic and
acquisitive growth in the future.
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Other operating expenses also included currency losses
of €3.7m (up from €0.7m in 2014) which were
economically offset by currency gains of €4.8m
representing 96.4% of the other operating income.
Currency gains and losses are mainly caused by the
devaluation of the Euro against almost all major
currencies and in particular US-Dollar in the course of
2015.
Adjusted EBITDA for 2015 was €-13.7m compared to
€0.7m in 2014 resulting from the investment in the above
mentioned areas while gross margins (€) remained flat.

Fyber INT Fyber OW Fyber RV Fyber RTB Other

Monthly gross revenue by entity

Monthly gross margin (€) by entity
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Pro-forma gross margin (€) comparison between Fyber and Fyber RTB (former
Falk Realtime) | GM(€) = gross margin (€) | *Fyber Group = Incl. Fyber GmbH,
Fyber Media; Consolidated; based on HGB figures | **Fyber RTB = Incl. Falk
Technologies, Falk Realtime; Consolidated; based on HGB figures

Pro-forma gross revenue comparison between Fyber and Fyber RTB (former Falk Realtime)
Rev = Gross Revenue; *Fyber Group = Incl. Fyber GmbH, Fyber Media; Consolidated; based on HGB figures
**Fyber RTB = Incl. Falk Technologies, Falk Realtime; Consolidated; based on HGB figures
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Adjusted diluted loss per share in 2015 was €-14ct
compared to €-3ct in the same period the year before.

Unaudited Pro-Forma Cash Flow and Financial Position

INT = Interstitial Ads; OW = Offer Wall; RV = Rewarded Video; Fyber RTB = Real-time bidding (former Falk Realtime);
Other = Other revenues; ‘Fyber RTB’ shows total programmatically monetised traffic across formats

15

As such, reported EBITDA was €-19.3m whilst reported
loss after tax was €-37.9m in 2015. This compares to
€-5.8m and €-20.2m in the prior year.
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Operating cash flow in 2015 was €-12.6m vs. €-8.6m in
2014. The increase in cash used resulted from higher
losses before tax (€-26.6m (2014: -€10.8m)) whilst the
working capital situation was improved (+€7.1m) mainly
due to the reimbursement of certain stock option
components by the former Fyber shareholders. Under the
terms of the Virtual Stock Plan (VSP) and certain
amendment agreements entered into as part of the
acquisition by RNTS Media, Fyber has a liability towards
employees, which is paid out over time but is then
compensated by the former Fyber Shareholders, so that
the total cash effect for RNTS Media from the VSP is
neutral over time. Details on the Fyber acquisition and
the VSP can be found in the listing prospectus on RTNS
Media’s website. Compared to prior cash flow
presentations, RNTS Media recognized all VSP effects in
cash flow from operating activities. For 2015 net cash
flow was €0.7m resulting from reimbursement by former
shareholders that were not paid out yet since not all
claims have already vested.
Free cash flow was €-18.9m for 2015 vs. €-10.0m for the
same period 2014, adjusted for the VSP payments, free
cash flow was €-19.6m.
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Net debt for the Group was €11.6m as of 31 December
2015 vs. €9.3m net cash as of 31 December 2014. In July
2015 the company issued a €100m convertible bond with
net proceeds of €98.8m. This was matched only by
€87.7m being recorded as long-term borrowings whilst
€11.1m was recognized as the equity component due to
the convertibility. At the same time, €23.2m of the
proceeds have been used to repay shareholder loans and
accrued interest existing prior to the issuance.
Prior to this bond issuance, the Group had undertaken a
number of financing activities during the first six months
of the year to increase and extend the facilities available.
Most importantly, it has entered into two shareholder
loans with Sapinda Invest S.à r.l. and Sapinda Asia Ltd. to
provide the Group with sufficient capital for its operating
needs and to finance the Falk acquisition; a total of €21.3m
had been drawn under these loans prior to issuing of the
bond of which €4.8m was satisfied through shares in RNTS
Media transferred directly from Sapinda Invest S.à r.l. to
the sellers of Falk to cover for certain seller guarantees
provided in the transaction. The full amount has been
repaid out of the proceeds of the Convertible Bonds.
RNTS Media’s subsidiary Fyber has a working capital
facility for $8.0m with Silicon Valley Bank (SVB) which is
limited until September 2016. Already in Q4 2015 SVB has
agreed in principle to provide an increased credit line of
up to €10m (or the equivalent in certain other currencies).
With the acquisitions of Heyzap and Inneractive the
Company has now agreed to renegotiate a new facility
at Group level in the course of the first half of 2016.
The existing facility is secured over the accounts
receivable of Fyber as well as its other assets.
Total borrowings as at 31 December 2015 amount to €88.6m.
The Company was in a position to fulfil its financial
obligations at all times throughout the financial year.
Based on current financial planning, the company has
secured sufficient liquidity for the coming 12 months, also.
In February 2016 RNTS Media has entered into a Revolving
Credit Facility for €27.0m with Sapinda Invest S.à r.l.,
Luxembourg limited until 30 April 2017, which has
subsequently on 11 April 2016 been increased to €37.0m.
The facility is intended for the ongoing business financing
as well as the payment of purchase price and earn-out
components for the acquisitions of Heyzap Inc. and
Inneractive Ltd. The loan is immediately repayable and
ceases on successful placement of an additional tranche
under the July 2015 convertible bonds, under which
additional €50m are available should management decide
to place them.

the Group 100% on the ad tech space and the business of
its Fyber Group. The business of Big Star Global has been
reclassified as an asset held for sale. Therefore, until
further changes the Group is managed as a one-segment
business and no segmental information beyond the
description above can be provided.

Subsequent events
On 23 December 2015 the Company announced that it
has entered into a definitive agreement to acquire 100%
of the shares of Heyzap Inc., a fast growing California,
USA, based supply-side platform and mediation provider.
The maximum consideration has been agreed to be
$45.0m in cash ($43.0m) and shares ($2.0m) consisting of
an initial payment ($20.0m) and earn-out as well as
retention components (up to $25.0m), mostly payable
over up to 18 months post-Closing of the transaction.
On 7 January 2016 all conditions for completion as
stipulated by the acquisition documentation were met
and the transaction closed.
On 3 March 2016 the company announced that it has
entered into a definitive agreement to acquire 100% of
the shares in Inneractive Ltd., Tel Aviv, Israel, a fast
growing supply-side platform and ad server for
programmatic selling. The maximum consideration has
been agreed to be $72.0m in cash consisting of an initial
payment of $46.0m at closing and earn-out as well as
retention components payable over three years – mostly
dependent on future revenue growth.
By the time of publication, the transaction has not yet
closed, mainly due to applicable mandatory waiting
periods for the specific form of corporate transaction
under Israeli law.
On 5 March 2016 the Supervisory Board approved to wind
down Big Star Global in case that no satisfactory sale can
be finalised by the end of Q2 2016.

Risk Management
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In considering these risks, the management applies
different levels of risk tolerance based on factors such as
the likelihood of a risk and the potential financial impact.
It also understands that in a fast developing industry and
marketplace, management needs to be prepared to take
calculated risks and weigh-off time for analysis against
the duration of a window of opportunity. Management
therefore also defined its risk appetite (i.e. the degree of
risk that the company is willing to accept) in regards to
each of these identified risks. Defining this risk appetite
then allows management to prioritize the allocation of
the company’s scarce resources to optimize their use
against the company’s objectives.
Management has performed a risk analysis which is
summarized in the table on the next page.
Management seeks to actively manage these risks and
where appropriate, also works with mitigation or
compensation mechanisms such as insurances to reduce
or eliminate the potential impact on the company.
In general, management realizes that risk management is
a continuous process and acknowledges the need to
continue to invest into this process in the future. During
2015, management has determined that the internal risk
management and control systems have worked properly
as the management board was closely involved in the
daily operations of the Company and no major failings
have occurred. The internal risk management and control
systems provide reasonable assurance that the financial
reporting does not contain any errors of material importance.

Strategic Risk
During the acquisition of the Fyber Group by RNTS Media
in 2014 new shares have been issued to the former
shareholders of Fyber GmbH as well as those employees
participating in the virtual stock plan. Put-options have
been granted for these shares by Sapinda Asia Limited
falling due in four tranches. A fall-back mechanism
for the shares in Fyber GmbH has been defined in
case the put options were not honoured. Until February
2016 all put options falling due have been exercised.
The settlement of the final tranche of put options
was outstanding as of the date of this report.

Segmental Performance and Business Development
In Q4 2015 management has taken the decision to focus

future are based on its current views and expectations of
the risks. Risk management therefore is an integral part
of RNTS Media’s daily business operations and is
promoted by top-level management and designed to
ensure that the most relevant strategic, operational,
financial and compliance risks are identified, monitored
and managed appropriately.

RNTS Media’s decisions, plans and objectives for the
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Fyber has been active for just over 6 years and has grown
substantially over this period. Furthermore, the mobile
advertising industry is still very much in the early stages
of its development. Therefore, trends can develop or
disappear very quickly putting pressure on the company
to permanently review and potentially adjust its strategy.
Specifically, underlying technologies and advertising
trends may change very quickly leading to obsolete
efforts, loss of competitive positioning and revenue.
Other market participants with stronger market positions
may decide to aggressively push RNTS Media out of the
market. Also, concentration trends amongst advertisers
and publishers may lead to direct business relationships
which bypass the Fyber platform and thus make the
business model obsolete.
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The group continues to depend on additional financing
being available to fund its start-up and business expansion
losses and capital needs. These funds have recently been
secured through a Convertible Bond. Management expects
that additional funding needs will exist in the future and
that the company will be able to fulfil these.
Overcoming the start-up losses will depend on achieving
scale in the business, i.e. the ability to expand revenues
without further building the cost base at the same speed. The
platform built by Fyber is scalable in principle. However, only
the actual future expansion of the business will prove whether
there is enough business available and the platform scales
well enough to cover the fixed cost base that has been built.
Finally, major players in the market such as the mobile
operators or the providers of application eco systems
such as Apple and Google may decide to introduce ad
blockers to their systems. These could potentially
seriously obstruct the delivery of advertisements to users
of mobile apps and thus harm the business of Fyber.
In all of these fields, management addresses the risks by
actively monitoring the developments and evaluating the
actual exposure to these risks. This includes participation in
industry events, discussions with analysts, creating business
cases for new developments and securing required financing
for at least 12 months on that basis. Matters of substantial
significance are also reviewed with the Supervisory Board
through the 2-tier board structure. In general, management’s
risk appetite in this field is low to medium with the potential
impact being mostly high. Management sees the likelihood of
the risks mostly medium to low.

Operational and Technology Risks
The Fyber business depends on Personnel, Infrastructure,
Technology and Customers. In all of these areas lie
operational risks that management permanently addresses:
Personnel are crucial especially for the development
of the technology underlying the company’s platform.
There is a fierce competition for the best talent and
unfilled positions or fluctuation of personnel can lead to
substantial delays in the development of new products
and customer solutions. The same is true for account
management staff needed to support customers,
operations staff needed for the management of the
platform and administration staff responsible for all areas
of shared services including among others finance,
human resources, marketing. Management addresses
the risk of not attracting, retaining and developing this
staff through appropriate pay levels, a positive work
environment and relevant incentive schemes including
a stock option program. Similarly, a 2-year retention
program has been implemented on the original
acquisition of Fyber to ensure that the key personnel
at that time would fully support the transition to RNTS
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Media. In the meantime, management has introduced a
stock option program in which all employees participate.
This will also act as a retention mechanism subsequent
to the expiry or the initial retention program.

Risk Analysis

Risk
Category

Risk

Risk Appetite

Imapct

Likelihood

Strategic
Risk

Failure to identify market
trends correctly

Low

High

Low

Inability to compete with substantially
larger market participants such
as Google, Facebook and Twitter

Medium

High

Medium

Failure to secure sufficient funds to
support the necessary cash intensive
growth phase

Low

High

Medium

Failure to achieve scale in the
business to turn into profitability

Low

High

Medium

Mobile operators or providers of mobile
apps may decide to block ads in the
mobile ecosystem and thus endanger
the Fyber business as such

Medium

High

Low

Technology developments may not turn
out to represent a profitable business

Low

Low

Medium

Advertisers and Publishers may decide
to connect directly bypassing Fyber and
making the business model obsolete

Low

Medium

Low

Inability to attract, retain and develop
appropriate personnel

Low

Medium

Medium

Major break-down of the central server
infrastructure leading to unavailability of
the service

Low

High

Medium

Concentration both on the Publisher
and the Advertiser side may lead to
dependence on individual partners

Medium

Low

Low

Retention of key management after
retention mechanisms expire

Medium

Medium

Medium

Financial loss resulting from fraudulent
advertiser campaigns

Low

Low

High

Inability to finish technology developments that have been started

Low

Low

Low

Legal and
Compliance
Risk

Non-compliance due to lack of
knowledge or capacity to cover
all requirements

Low

Low

Medium

Financial
Risks

Foreign exchange fluctuations

Medium

Low

High

Necessity to fund cost of financing
structure

Low

High

High

Impairment risk from high value acquisitions should the business performance
not meet the initial expectations

Medium

Medium

Low

Expansion of the business requires
working capital due to the nature of
the payment flows in the business.
This increases collection risks.

Medium

Low

Low

Operational
Risk
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Revenue is earned by delivering advertisements to
publishers’ applications through the platform.
A break-down of the platform immediately reduces
revenue for the duration of the break-down. Management
addresses this risk through redundant server structures,
which have been enhanced further in 2015 and prepares
a move to the cloud for the future.
Concentration risks on the publisher and advertiser side
exist and could lead to a strong dependence on individual
business partners. These could then exploit their weight
e.g. through price negotiations, technology demands or
other means. RNTS Media has very strong and longstanding business relationships and does not yet see any
major concentration risk.
In the past, the Group has faced malicious activities on its
platform, mainly fraudulently generated advertising
impressions, leading to reduced ROI for advertisers,
refusals to pay or even refund demands for these
impressions. In 2015 a dedicated fraud team has been
built that identifies unusual patterns ideally already in the
design phase of advertising campaigns or latest in the
initial use patterns after launch.
In addition to the measures already described above,
operational risks are also managed through the ongoing
budgeting, forecasting and reporting process as well as
training activities to constantly improve and update the
employees’ skills. Management generally considers the
likelihood of risks in the operational and technology area
as low to medium while evaluating the financial impact of
each event as low to high depending on the specific risk
field. The fairly young industry still shows some tolerance
e.g. for system downtimes. At the same time,
management’s risk appetite in this field is low to medium
and management seeks to mitigate risks through
contracts, service level agreements, insurances and
cooperation with established partners.

Legal and Compliance Risk
The Group is subject to a variety of laws and regulations
in different jurisdictions, including the Netherlands,
Germany, the US, South Korea and other jurisdictions. As
the company is growing fast in a complex environment
and is in the process of establishing and improving
relevant processes, regulatory violations may occur.
Management’s risk appetite is low and it also estimates
the impact of violations to be low. However, the likelihood
of risks occurring is medium. Management mitigates the
risk by working with well-established external partners
such as tax, legal and audit advisors in all countries as well
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as building in-house capabilities through new hires and
training and qualification measures for existing staff.
Management has also established processes and provided
guidance to its employees through guidelines (e.g. Code
of Conduct and Insider Trading Regulations) and the
opportunity of a Whistleblower mechanism.

Financial Risks
RNTS Media’s business consists of Fyber, which was
acquired in 2014 and continues to be in a growth pattern
with additional funds being required to cover operating
losses, working capital needs for the expansion of the
business and capital expenditure including acquisition
funding. The €100.0 million Convertible Bond issued in
2015 carries €5.0 million of annual interest payments and
is repayable in 2020. The company will therefore need to
start generating significant positive cash flows within the
next years and / or secure additional funding. Additional
funding may not be available on favourable terms, or at
all, which could compromise the Group’s ability to meet
its financial obligations and grow its business.
From the acquisitions the company has recorded
significant intangible assets which it reviews regularly for
potential impairments when events or changes in
circumstances indicate the carrying value may not be
recoverable. Goodwill arising from acquisitions is in any
case tested once per year. The Group has significant
goodwill and other intangibles including those acquired in
business combinations totalling €157.9m as of 31
December 2015. Critical changes in market conditions,
and therefore in the Group’s assumptions, could result in a
change to the estimated recoverable value and therefore
in an impairment charge to the goodwill or other
intangible assets.
A substantial portion of the Group’s business is sourced
through advertising agencies that do not pay until they
receive payment from the advertisers. This may require
significant working capital, as the Group forwards payouts
to publishers for purchased inventory independent of
receiving the payment from the ad agencies.
The Group’s reporting currency is the Euro which is also
the functional currency of the Parent Company. It is
exposed to exchange rate risks, particularly with respect
to transactions in foreign currencies arising mainly from
the relative value of the Euro compared to the value of the
US dollar (USD). The majority of the company’s revenues
are generated in USD. The company is therefore
significantly exposed to currency fluctuations between
the USD and Euro. Management seeks to minimize these
through natural hedging by increasing its cost base in
USD. No other hedging or option strategy is applied. For a
further review of risks relating to financial instruments,
reference is made to Note 40. to the consolidated
financial statements.
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Management addresses the financial risks mainly through
transparency, a culture of open communication and
the permanent review process in connection with monthly
results, forecasting and budgeting. Important matters
are also reviewed in weekly Fyber management board
meetings in which the members of the RNTS management
board participate. Management realize that the
expansion of the business does require some risk taking
and evaluates its risk appetite as medium. While the
group continues to be dependent on additional liquidity
to fund its expansion, the risk of not finding these funds
is always present. However, due to the strong strategic
position already developed and the strategic shareholder
base management estimates this risk to be moderate.
Should the risk materialize, it would have a very high,
potentially critical impact. Management takes this risk very
seriously and therefore constantly reviews capital needs
and seeks to secure additional funds rather early.

Remuneration Report
The most recent version of the Remuneration Policy
governing the remuneration of all of the Group’s
employees, including the Management Board, has been
adopted by the General Meeting on 30 June 2014. The
Remuneration Policy reflects the Group’s objectives for
sustained and long-term value creation for shareholders of
the Company. In addition, it is aimed at attracting,
developing and motivating employees in a competitive,
international market, offering employees a competitive
remuneration package, ensuring that employees feel
encouraged to create sustainable results, establishing a
link between shareholder and employee interests and
supporting the Group’s focus areas. Furthermore, the
Remuneration Policy focuses on ensuring sound and
effective risk management through a stringent governance
structure for setting goals and communicating these goals
to employees, including business goals in performance and
result assessment and making fixed salaries the main
remuneration component.

Management Board Remuneration
Pursuant to the Remuneration Policy, the remuneration of
the Management Board and Group employees in general
may consist of the following fixed and variable
components:
■ fixed remuneration

(including fixed supplements);
■ performance-based remuneration

(variable pay);
■ long-term incentive plan

(in the form of a stock option plan);
■ pension schemes;
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approved at the Extraordinary General Meeting of
Shareholders held on 1 April 2015.

■ other benefits; and
■ severance payments.

The Supervisory Board establishes the remuneration and
other conditions of employment of the members of the
Management Board with due observance of the
Remuneration Policy set by the General Meeting.

Fixed remuneration
The fixed remuneration of the individual members of
the Management Board is based on the individual
situation, such as employment contracts with subsidiaries
or other, and is set at a level that is on par with the rest
of the market and reflects the qualifications and
contribution required in view of the Group’s complexity
and the extent of the responsibilities of the member of
the Management Board.

Performance-based remuneration
The objective of the performance-based remuneration
plan is to motivate and reward high performers who
strengthen long-term customer relations, and generate
income and shareholder value. On an annual basis,
performance conditions will be set by the Supervisory
Board on or before the beginning of the relevant calendar
year. These performance conditions may include criteria
concerning the Company’s financial performance,
qualitative criteria representing Company performance
and/or individual performance. The Supervisory Board
will annually define the performance ranges, i.e. the
values below which no payout will occur (threshold
performance), the ‘at target’ value and the maximum at
which the payout will be capped.
Performance-based remuneration may be disbursed as
cash bonus, shares, share-based instruments, including
conditional shares and other generally approved
instruments, as it may be legally allowed and most
advantageous in each jurisdiction.
The performance conditions for members of the Management
Board for 2016 relate mainly to the group’s 2016 Revenue,
EBITDA and improved investor awareness for the stock.

Long-term incentive plan / Stock option plan
In line with the Remuneration Policy, the members of
the Management Board as well as other employees may
become eligible to a (conditional) right to purchase Ordinary
Shares against payment of a pre-determined exercise price.
Typically all employees are awarded stock options at joining
the company without any further vesting conditions other
than elapsing of time and continued employment with the
company attached. A Stock Option Plan has been
implemented based on the approvals by the Supervisory
Board at its meeting of 10 March 2015 and which insofar as it
relates to the members of the Management Board, has been
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As of 31 December 2015, 4,681,690 Options have been
granted to Group employees not being members of the
Management Board. No Ordinary Shares have been
issued under the Option Plan as at the date of this report.
Unless determined otherwise by the Supervisory Board
the Options granted will vest, i.e. options will actually
become exercisable, annually over a period of three years
in equal portions at the first, second and third anniversary
of the start date, subject to continued employment. In
principle, vested Options may be exercised until five
years from the Start Date.
A lock-up period may apply to Ordinary Shares obtained
by members of the Management Board and members of
the Fyber Management Team after the exercise of Options.
In 2015 the Supervisory Board approved a grant of a total
of 4,000,000 Options to members of the Management
Board. The approval of the grant to Janis Zech and
Andreas Bodczek comprises 2,000,000 Options of which
500,000 Options vested on 1 January 2016. Over the year
2016, another 500,000 Options will vest. The remaining
1,000,000 Options for each board member is subject to
the following performance based vesting conditions - the
vesting is to take place in three equal yearly instalments,
activating a share price of €4.00/€5.50/€7.00 on 1 July
2016/2017/2018 respectively.
The Options of a participant to the Stock Option Plan
that have not vested, are forfeited in case the
employment, management or other relevant business
relationship between a participant and the Company or
any subsidiary is terminated for any reason, including but
not limited to the death of a participant or long-term
illness or disability, prior to the first anniversary of the
applicable Start Date.

differing terms and conditions. After the issuance of the
virtual Fyber shares to the respective individuals, they
had to fulfil a vesting period between 12 and 48 months
to be eligible to the virtual shares. In case of a sale of
more than 75% of Fyber’s shares in a single transaction,
the vested virtual Fyber shares were executed in a way
that employees holding vested virtual shares would be
put in a position as if they would be holders of registered
shares of Fyber in the amount they held virtual shares and
as if they would have sold these shares in the same ratio
as Fyber’s shareholders and would, therefore, receive an
extra payment from Fyber. In the course of the sale of the
Fyber Acquisition, Fyber entered into VSP Execution and
Reconciliation Agreements with employees who were
granted virtual Fyber shares and into an Indemnification
Agreement with its shareholders.
By virtue of the VSP Execution and Reconciliation
Agreements entered into between employees and Fyber,
employees are entitled to deferred compensation linked to
their virtual Fyber shares in a total estimated aggregate
amount of €21.9m, which will, subject to the put option
arrangements being honoured by Sapinda Asia Ltd. to the
Former Fyber Shareholders, be paid out in single tranches
contingent on the execution of each of the put options. Until
31 December 2015, an amount of €5.7m have been paid out
to employees. The outstanding deferred compensation
relating to Mr Bodczek and Mr Zech as of the reporting date
amounting to €3.6m and €4.0m respectively.
Fyber entered into an indemnification agreement with the
Former Fyber Shareholders pursuant to which the latter
shall indemnify and/or hold Fyber harmless from all
claims arising out of the Fyber Virtual Share Program
(and corresponding VSP Execution and Reconciliation
Agreements).
Respective liabilities and assets have been recorded in
the accounts.

Retention bonus pool for Fyber management team

Pension and Other Benefits

In the course of the acquisition of the Fyber Group in
2014 to promote retention of the members of the
Management Board and selected key staff of the Group
at that time and to safeguard the ability of the Group to
deliver on the growth strategy a total retention bonus
pool of €2.5m has been made available by the Group of
which €0.9m was reserved for the Management Board.
The retention program is limited to September 2016.

The members of the Management Board do not
participate in a pension scheme.

Deferred compensation as a result of reconciliation
of the Fyber Virtual Share Program
The Fyber management team received significant
(non-recurring) deferred compensation in 2014 consisting
of their holdings of virtual Fyber shares under the Fyber
Virtual Share Program (VSP). The three programs under
the Fyber Virtual Share Program had only marginally
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The Company offers the members of the Management
Board a competitive package of secondary employment
benefits in accordance with those offered to its other
employees.
Pursuant to Article 25 of the Articles of Association, the
Company provides for and bears costs of an adequate
directors and officers insurance for sitting and former
members of the Management Board.

Severance Arrangements
The members of the Management Board are not entitled
to a contractual severance arrangement.
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Management Board remuneration in 2015

members of the Supervisory Board by way of remuneration.
Apart from the remuneration, the members of the
Supervisory Board are entitled to reimbursement of costs.
No member of the Supervisory Board has received
remuneration for its services for the Company during the
year ended 31 December 2015; however, the members
were compensated for their expenses in connection with
carrying out their duties. None of the Supervisory Board
members were given personal loans, guarantees or any
similar financial assistance.

The table thereafter shows the remuneration received by
the members of the Management Board during the year
ended 31 December 2015, for the period where they had
been members of the Management Board.

Supervisory Board Remuneration in 2015
The General Meeting determines the remuneration of the
members of the Supervisory Board. The Supervisory
Board periodically submits proposals to the General
Meeting in respect of the remuneration of the Chairman
and the other members of the Supervisory Board. The
remuneration of the members of the Supervisory Board
does not depend on the results of the Company and no
Ordinary Shares, options and/or similar rights to
subscribe for Ordinary Shares have been granted to the

the Broadband business, the Affiliate Search Network
and all of North America Business Development for the
company. He’s also held business development and
sales roles for AOL and Netscape, and was previously
CEO and founder of Manilla.com, a bill management
service funded by Hearst Corporation.
The management team is supported by a dedicated team of
40+ nationalities and with a strong commitment to reaching
the Company targets 2016.

Shareholdings
The number of Ordinary Shares held by the Management
Board members and Supervisory Board members as of
the date of the Accounts is set out in the table above.
Mr Bodczek indirectly owns all shares in Adetra Capital

Management Board Remuneration in 2015
(€ thousands)

Fixed salary/
fee

Performance
based
remuneration

Long-term
incentive

Other
emoluments

Pension
costs

Social
charges

Total

A. Bodczek*

231

58

2,280

162

0

24

2,755

R.P. van Diepen**

160

0

0

0

0

0

160

95

0

0

0

0

0

95

J. Zech*

160

17

2,453

1

0

8

2,639

Total

646

75

4,733

163

0

32

5,649

H. Han***

Ventures GmbH. Adetra Capital Ventures GmbH holds
3,220,178 Ordinary Shares on behalf of eight previous
investors in Fyber. Mr Bodczek has no economic interest
in these Ordinary Shares and no voting rights. Adetra
Capital Ventures GmbH is one of the Former Fyber
Shareholders. After all put options under the Put Option
Agreement will have been settled, the proceeds will be
for the eight investors and Adetra Capital Ventures GmbH
will no longer own Ordinary Shares in RNTS Media.
No additional shares or options have been granted to
members of the Supervisory Board during the year.

Outlook
Personnel Report
2015 has been a year of headcount growth within Fyber
GmbH, Fyber Inc. and due to the acquisition of Falk
Technologies GmbH. Overall the headcount increased from
272 full time equivalents (‘FTE’; thereof 72 FTE at Big Star
Global) to 306 FTE (+13%; thereof 30 FTE at Big Star Global).
Within Fyber Group 52% of the personnel worked in
Business and Business Operations, 35% in Technology and
23% in the Finance and Administration function by the end
of 2015. The headcount increase is supposed to enable
organizational scalability in 2016 and 2017. With senior
placements such as Heiner Luntz (RNTS CFO), Jim Schinella
(Fyber CBO), Hendrik Basten (Fyber CTO) and latest Michael
Bullion (Fyber CPO) the Company has built a strong position
with regards to future management capabilities that will
enable the Company to reach its’ ambitious business targets.

2015, the first full year after the acquisition of Fyber, has
been a year of transition for RNTS Media:
■ Strategic decision to create a leading mobile advertising

technology company, leveraging Fyber’s mobile monetization platform and fast growing number of key clients.
■ Exit from legacy businesses that did not

meet expectations
■ 2nd acquisition in the ad tech space with Falk Realtime
■ Move to the regulated market (Prime Standard)

in Frankfurt Stock Exchange
■ Placement of € 100 million convertible bonds to fund

the transition, acquisitions and growth strategy

*incl. VSP Payouts of €1,673k for Mr Bodczek and €1,885k for Mr Zech | ** resigned from MB with effect of 30 June 2015
*** Resigned from MB with effect of 30 November 2015; 119.166.630 KRW (1:1,251.90, www.oanda.com)

Management Board and Supervisory Board Members’ Shareholdings
As of 31 December 2015

Number of Ordinary Shares

Number of Options over Ordinary Shares*

A. Bodczek**

3,220,178

1,000,000

Knight Global Services LLC
/ R. Kavanaugh

2,710,000

2,700,000

G. Dubois

2,550,000

—

■ Heiner Luntz has 20 years of acquisition-driven growth

experience, previously serving as CFO at information
security company NTT Com Security AG, SES Global’s
ND Satcom and First Data International’s Acquisition
Group. He started his career with Arthur Andersen
where he gained the qualifications as tax advisor and
chartered accountant and led several IPO and
acquisition projects.
■ Henrik Basten has been cofounder and CTO of Falk

Realtime where he served as Managing Director in
charge of the development and strategy of the
platform. Before that, he held leadership positions as
Experian’s German Head of Technology and Operations,
and CTO and MD at United MailSolutions.
■ Michael Bullion brings two decades of global product,

H. Han***
D. van Daele
J. Zech**
Total

2,000,000

—

250,000

2,000,000

—

1,000,000

10,730,178

6,700,000

*Number of options granted with vesting periods started before 31 December 2015 | ** Additional 1,000,000 stock options have been granted to
Mr Bodczek and Mr Zech respectively with a vesting period to start as of 1 January 2016 | ***resigned from MB with effect of 30 November 2015
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marketing and operations experience, having served at
companies such as Microsoft, Hibu, and PwC, as well
as a variety of advertising technology start-ups. Most
recently, Bullion was Chief Product Officer at Londonbased ad tech company, Glow Digital Media, where he
led product strategy and delivery.
■ Jim Schinella has led many digital companies, bringing

over 20 years of digital advertising industry experience.
He previously managed Yahoo!’s Right Media Exchange,
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■ Building a strong management team with a view to

lead the Group into future growth and profitability
The company has started 2016 to further build
momentum on this path:
■ Acquisition of Heyzap Inc. in January
■ Signing of the acquisition of Inneractive Ltd. in March
■ Proposed expansion of the Supervisory Board in March

Following this, management intends to now focus on the
successful integration of the acquired companies, the
further strengthening of the technology platform and
double digit revenue growth. 2016 will also see additional
investment into the robustness of the back-office operations
to be prepared for scalable growth with a goal of first-time
profitability in the course of 2017. Specifically, for 2016
management expects pro-forma revenues (Inneractive Ltd.
included as if acquired on 1 January) to grow to more than
€160m with improved EBITDA performance. In addition,
management is convinced that with the discontinuation
of Big Star Global being provided for in the 2015
accounts, separately disclosed items will be reduced
substantially as well.
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Report of the
Supervisory Board

Throughout the fiscal year 2015 the Supervisory Board
performed the duties imposed on it by law and by RNTS
Media’s articles of association, monitoring and advising
the Management Board on an ongoing basis. The
Management Board briefed the Supervisory Board in
detail on the Company’s condition, the risk situation and
risk management as well as the planned business
strategies including corporate forecasts in written and
oral reports submitted at a single meeting as well as in
regular telephone conferences and individual telephone
conversations. All material investment decisions as well
as decisions of fundamental and strategic importance
were reviewed and approved by the Supervisory Board.
The Management Board and the Supervisory Board
worked together closely and consulted on RNTS Media’s
strategic orientation in regular intervals. For this purpose,
the Management Board kept us regularly informed in
both written and oral reports of all relevant aspects of the
group’s plans and strategic development, its business and
financial performance, the course of business and its
status on a timely and comprehensive basis. In addition
to the risk situation and risk management, the
Supervisory Board also devoted its attention to RNTS
Media’s compliance program. In addition, the
remuneration system for the Management Board
including the main contractual elements and the stock
option components was regularly reviewed. The details of
any variances in business performance from targets and
plans were submitted and explained to the Supervisory
Board and examined on the basis of documents provided.
No conflicts of interest on the part of the members of the
Management Board and the Supervisory Board, which
must be disclosed to the Chairman of the Supervisory
Board, arose in the Fiscal Year 2015.

Meetings and Resolutions passed
by the Supervisory Board
In 2015 the Supervisory Board held four meetings in
person and four meetings by conference call.
Topics that appeared on the agenda of all meetings are the
financial performance of RNTS Media and relevant business
developments.
At the beginning of the financial year 2015 the Supervisory
Board held a private meeting in San Francisco to approve
the creation of the Convertible Bonds and it decided to
convene an extraordinary general meeting. At that meeting
it also set the performance goals for the Management
Board for 2015. Prior to the launch of the Convertible Bond
in June, the Supervisory Board held a call and adopted
a written resolution approving the resolution of the
Management Board to issue the Convertible Bonds in one or
more tranches and to apply for trading of the Convertible
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Bonds at the Open Market (Freiverkehr) of the Frankfurt
Stock Exchange.
The Supervisory Board also met to discuss the 2014 annual
results, as well as the quarterly and half-yearly results.
The report of the external auditor was discussed with the
auditor during a separate meeting whereby the 2015 audit
plan was also discussed.
At the meeting in which the Supervisory Board approved
the pro forma unaudited 2014 results it also discussed and
approved the process of the intended move of the listing
from the EURO MTF market of the Luxembourg Stock
Exchange to the regulated market in Frankfurt was
approved and the need for strengthened processes and
back office resources was discussed and acknowledged.
In addition to its regular meetings the Supervisory Board
was closely involved in the acquisitions of Falk Realtime,
Heyzap and Inneractive and extraordinary meetings were
held in which not only the risks and benefits of these
transactions were discussed and considered but also the
commercial conditions of the transaction were discussed
as well as the impact of these transactions on, among
other things, RNTS Media’s risk profile, employment
conditions and future profitability and development of
the RNTS Media share. These meetings were also
attended by the members of the Management Board.
In October 2015 the Supervisory Board met in London,
the Supervisory Board discussed major investments into
Fyber’s data centre infrastructure as well as an update on
the acquisitive growth strategy. The business
performance was reviewed and based on reports about
the Big Star Global activities, the Supervisory Board
asked the Management Board to investigate both the sale
as well as the closing of the business. Heiner Luntz was
welcomed as the new CFO.
In December 2015, the Supervisory Board met in a
telephone conference and discussed the budget proposal
presented by the Management Board and approved the
organic budget for 2016. At the same time Management
Board was asked to continue to develop the acquisitive
growth strategy and create an inspirational 2016 budget
reflecting at least 2 further acquisitions. Various
acquisition opportunities were reviewed and the
Supervisory Board confirmed the support for the
potential deals. Specifically, the acquisition of Heyzap
Inc. was discussed and approved by the Supervisory
Board. Further the Chairman reported on the current
status of efforts to further strengthen the Supervisory
Board. Finally, efforts to improve the visibility and
attractiveness of the RNTS Media share including the
idea of a potential relocation of the entity to Germany
were discussed.
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Also in December 2015, the Supervisory Board resolved on
the remuneration of the members of the Management Board.
In addition, we collectively and individually interacted
with members of the Management Board and senior
management outside regular meetings.
No committees of the Supervisory Board have been
formed as it was determined that at a size of three
members only, all matters should be discussed by all
members. Ryan Kavanaugh has not been able to attend
all meetings of the Supervisory Board. RNTS Media does
not have an internal audit function. The Supervisory
Board periodically considers the need to establish an
internal audit function and following these discussions
makes a recommendation to the Management Board.
Considering the current size of the operations of RNTS
Media and taking into account its risk profile the
Supervisory Board advised to the Management Board that
it does not yet deem it necessary to create an internal
audit function.

Better African Foods Ltd. Mr van Daele has broad
experience in the commercial banking and alternative
finance industries. From 2006 to 2009 he was the
Co-Chief Executive Officer at DAM Capital S.à r.l., a
joint-venture between Philip Anschutz and Dresdner Bank
and subsequently board member and CEO of Belvall
Capital S.A. Mr van Daele holds an MA in Economics
from the University of Louvain, Belgium and Licentiaat
Toegepaste Economie from the University of Antwerp,
Belgium. He was also admitted to the Centre of Creative
Leadership in Greenboro, NC, USA.

Mr van Daele, Mr Dubois and Mr Kavanaugh were
appointed at General Meetings where Sapinda Holding
B.V. was the sole Shareholder or Sapinda Holding B.V. and
Centrics Holding S.à r.l. (both members of the Pooling
Parties) had the majority of the votes present.

Mr. Dubois is a Belgian national and has been a member
of the Supervisory Board since 30 June 2014. Mr. Dubois
is Chairman of the Board of Directors and serves as
Co-Member of the Executive Committee of Track Group
Inc. a global leader in providing criminal justice agencies
with the most reliable Offender Monitoring and Safety
Solutions. He is also the founder and Chairman of
Singapore-based Tetra House Pte. Ltd., a provider of
consulting and advisory services worldwide. He is a
former director and CEO of gategroup AG, and held
various executive leadership roles (including as CFO) at
Gate Gourmet Holding LLC. He has held executive
management positions at Roche Vitamins Inc. in New
Jersey, as well as regional management roles in that firm’s
Asia Pacific operations. He also served the European
Organization for Nuclear Research (CERN) team in
Switzerland in various roles, including treasurer and chief
accountant. Mr. Dubois holds a degree in financial
science and accountancy from the Limburg Business
School in Diepenbeek, Belgium. He acts as the financial
expert in the Supervisory Board.

Mr van Daele is a Belgian national and joined the
Company in 2013 and has served as member of the
Supervisory Board since 8 January 2013 and as chairman
since 30 June 2014. He is also chief executive officer,
member of the board of directors, member of the
management board and controlling shareholder of Anoa
Capital S.A. Mr. van Daele is member of the board of
Track Group Inc. (former SecureAlert Inc.), a global
tracking and electronic monitoring services company.
Furthermore, Mr van Daele is member of the board of

Mr Kavanaugh is a US national and has been a member of
the Supervisory Board since 30 June 2014. He is a media
entrepreneur and founder and CEO of Relativity Media,
LLC. Mr Kavanaugh previously had success as a producer
and global expert in film finance. Relativity Media, LLC
has produced distributed or provided structured
financing for over 200 motion pictures generating more
than USD17 billion in worldwide box-office revenues and
receiving 60 Oscar nominations. In the past Mr Kavanaugh
has held a position as architect of innovative slate

Composition of the Supervisory Board
There have been no changes to the composition of the
Supervisory Board during the year 2015.

financing arrangements for major studios. He created
feature-film funding structures for Sony, Universal and
Warner Bros., introducing over USD10 billion in capital to
the sector. Relativity Media, LLC evolved from finance
and production company into a full-fledged movie studio
after Mr Kavanaugh led its acquisitions of Overture Films’
marketing and distribution operations. Mr Kavanaugh
further sits on the board of directors of Relativity Sports
LLC, a sports management company as well as on the
board of Major League Gaming Corp., an eSports
company that organises and provides platforms for online
video game tournaments. Mr Kavanaugh is a partner in a
multi strategy global investment firm called Autorus. Mr
Kavanaugh is furthermore a member or board member of
over a dozen partnerships, privately held companies and
charitable organisations. Mr Kavanaugh holds a B.A. in
Business from the University of California, Los Angeles.

Evaluation of the Supervisory Board

On 14 March 2016 the Company announced that it
intends to propose to the Annual General Meeting in 2016
the nomination of three additional independent
Supervisory Board members to enhance the industry
knowledge as well as the governance and public
company competence of the Supervisory Board. Upon the
appointment of these independent Supervisory board
members the composition of the Supervisory Board will
meet the objectives as set out in the Supervisory Board
profile.

The Supervisory Board has also regularly discussed,
without the Management Board members being present,
the functioning of the Management Board as an organ as
well as the performance of its individual members. Based
on this discussion, the Supervisory Board has concluded
that the Management Board is very well staffed both
strategically as well as technically but needs to be
strengthened by the appointment of a Chief Financial
Officer with experience as an officer of a company listed
in a regulated market. Resulting from this, Heiner Luntz
will be proposed as Chief Financial Officer and member
of the Management Board to the Annual General Meeting
in June.

Dutch law stipulate a requirement to make efforts
towards achieving a quota of at least 30% women and
30% men on the Supervisory Board. This target has not
been reached at present on the Supervisory Board or the
Management Board, where none of the members is a
woman. Also, none of the nominees that will be proposed
to the next General Meeting is a woman. The Supervisory
Board considers diversity, including as concerns gender, a
relevant criterion in the Board member selection process.
It does achieve diversity in nationality but not yet in
gender. However, top priority in filling open positions will
continue to be the suitability in regards to quality,
expertise and experience. In any future vacancies that
arise, gender diversity will continue to be one of the
criteria in the selection process.

The Supervisory Board is responsible for the quality of its
own performance. The Supervisory Board monitors its
performance and quality and discusses these items as
well as the performance of individual members annually
without members of the Management Board being
present. The Supervisory Board has concluded that the
Supervisory Board as a whole but also its members
individually are performing well. At the same time, it has
defined the target of strengthening the Supervisory Board
by proposing additional members specifically in the area
of AdTech industry know how, Corporate Governance
know how and the duties and regulations associated with
being a listed company. Resulting from this, three
additional members of the Supervisory Board will be
proposed to the Annual General Meeting in June.

The principal concepts or remuneration are described in
the ‘Report of the Management Board’ and the Notes to
the Financial Statements and are therefore not repeated
here. The Supervisory Board regularly reviews these
concepts to align them to the needs of the Company and
ensure that appropriate talent can be attracted and
retained.
13 April 2016,

The Supervisory Board
Dirk van Daele (Chairman)
Guy Dubois
Ryan Kavanaugh

Present members of the Supervisory Board
Name

Date of birth

Position

Member since

Independent /
Non- independent

Term

D.K.J. (Dirk) van Daele

27 April 1961

Chairman

20 November 2012

Non- independent

4 years

G.M.C.Y. (Guy) Dubois

30 October 1958

Member

30 June 2014

Independent

4 years

R. (Ryan) Kavanaugh

4 December 1974

Member

30 June 2014

Non- independent

4 years
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Corporate
Governance

The corporate governance framework of RNTS Media is
based on our strategy and in line with the requirements
of the Dutch Civil Code, the Dutch Corporate
Governance Code (the Code) as well as applicable
securities laws, including the rules and regulations of the
Frankfurt Stock Exchange. The provisions in the Dutch
Civil Code that are referred to as the ‘large company
regime’ (structuurregime) do not apply to the Company.
Furthermore, the company is governed by its Articles of
Association and internal procedures, such as the by-laws
of the Board of Management and the Supervisory Board.
RNTS Media N.V. is a public limited liability company
incorporated under Dutch law and listed on the Regulated
Market of the Frankfurt Stock Exchange (Prime Standard)
in Germany. We have a two-tier board structure,
consisting of a Management Board (raad van bestuur) and
a Supervisory Board (raad van commissarissen),
accountable to the General Meeting for the performance
of their duties. Each member of the Management Board
and Supervisory Board owes a duty to the Company to
properly perform the duties assigned to such member
and to act in the Company’s corporate interest. Under
Dutch law, a company’s corporate interest extends to the
interests of all of the company’s stakeholders, including
its shareholders, creditors, employees and clients.
We continuously monitor and assess our corporate
governance structure and compliance with the Code and
applicable laws and regulations. In order to drive
governance, consistency and functional excellence
throughout the company, the Management Board has
established a Code of Conduct, and a set of business
policies and procedures, which have been rolled out to all
employees globally.
In this section, we address our overall corporate
governance, and provide information on our compliance
with the best practice provisions of the Code. Occasional
deviations from the Code are explained and information
on the reasons for any such deviations are provided at the
end of this section.
In case of any substantial changes to the corporate
governance structure of RNTS Media and its compliance
with the Code, the shareholders shall be informed hereof
at a General Meeting.

Management Board
The Management Board is the executive body and is
entrusted with the day-to-day management of the
operations of the group. Its responsibilities involve
setting and achieving the company’s strategic objectives,
managing the company’s strategic risks, legal compliance
and corporate social responsibility matters insofar as
relevant to the company’s business. The Management
Board is accountable for this to the Supervisory Board
and to the General Meeting. In performing its duties, the
Management Board must carefully consider and act in
accordance with the interests of the Company and the
business connected with it, taking into consideration the
interest of all the stakeholders of the Company as a
whole.
The Management Board is required to keep the
Supervisory Board informed, to consult with the
Supervisory Board on important matters and to submit
certain important decisions to the Supervisory Board for
its prior approval.
The Management Board may perform all acts necessary
or useful for achieving the Company’s corporate
purposes, except for those prohibited by law or expressly
attributed to the General Meeting or the Supervisory
Board as a matter of Dutch law or pursuant to the Articles
of Association or the Management Board By-laws.

Appointment, Dismissal and Suspension
The Articles of Association provide that the Management
Board must consist of at least one member, with the total
number of members of the Management Board
determined by the Supervisory Board. At present there
are two members, Mr. Andreas Bodczek, Chief Executive
Officer and Managing Director A, and Mr. Janis Zech, a
Managing Director B.
Mr. Hyounghoon Han, another Managing Director B, has
left the Management Board with his resignation on 30
November 2015. The Supervisory Board intends to
propose Mr. Heiner Luntz as Chief Financial Officer for
approval at the next General Meeting.
The General Meeting appoints the members of the
Management Board pursuant to and in accordance with a
proposal of the Supervisory Board or upon a nomination
submitted by the Supervisory Board. If the appointment
of a member of the Management Board occurs upon a
proposal of the Supervisory Board, the resolution of the
General Meeting to appoint the relevant member of the
Management Board requires an absolute majority of the
votes cast.
If the appointment of a member of the Management
Board occurs in accordance with a binding nomination by
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the Supervisory Board and the list of candidates contains
one candidate for a vacancy to be filled, the resolution in
respect of the proposed appointment results in the
appointment of the candidate of the Supervisory Board,
unless the binding nature of the nomination is overruled
by resolution of the General Meeting, which requires a
majority of two- thirds of the votes cast representing at
least a third of the outstanding and issued share capital.
If the General Meeting with a majority of at least twothirds of the votes cast overrules the binding
nomination(s), then a new meeting may be convened in
which a new binding or non-binding nomination can be
made.
As far as regarded necessary, the Management Board
discuss and assess together with the Supervisory Board
whether its current composition and structure is still
appropriate.
The members of the Management Board can be
suspended or dismissed at all times by the General
Meeting. Pursuant to the Articles of Association, a
resolution of the General Meeting to suspend or dismiss a
member of the Management Board requires an absolute
majority of the votes cast if the suspension or dismissal is
proposed by the Supervisory Board. However, such
resolution of the General Meeting requires a majority of
at least two-thirds of the votes cast, which majority must
represent at least half of the Company’s issued share
capital, if the suspension or dismissal has not been
proposed by the Supervisory Board.
The Supervisory Board is also entitled to suspend
members of the Management Board. A suspension by the
Supervisory Board may, at any time, be discontinued by
the General Meeting. Any suspension may be extended
one or more times, but may not last longer than six
months in aggregated. If, at the end of that period, no
decision has been taken regarding cancelling the
suspension or dismissal by the General Meeting, the
suspension shall automatically terminate.
The members of the Management Board are appointed
for a period of 4 years.

Remuneration Information
The company has defined a remuneration policy
governing the remuneration of all of the Group’s
employees, including the Management Board, which has
been adopted by the General Meeting on 30 June 2014
(the Remuneration Policy). In accordance with the
Articles of Association, the Remuneration Policy was
proposed by the Supervisory Board to the General
Meeting. Any material amendments to the Remuneration
Policy or the implementation of a new Remuneration
Policy will need to be proposed by the Supervisory Board
to the General Meeting for adoption.
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The Remuneration Policy applies to all Group employees,
including the members of the Management Board, and
reflects the Group’s objectives for good corporate
governance as well as sustained and long-term value
creation for shareholders of the Company. In addition, it
is aimed at attracting, developing and motivating
employees in a competitive, international market, offering
employees a competitive remuneration package, ensuring
that employees feel encouraged to create sustainable
results, establishing a link between shareholder and
employee interests and supporting the Group’s focus
areas.

under which circumstances a conflict of interest of a
member of the Management Board exists and determines
that the Management Board member may not be present
at the meeting discussing such matters.

Pursuant to the Remuneration Policy, the remuneration of
the Board members may consist of the following fixed
and variable components:

Supervisory Board

1. fixed remuneration
(including fixed supplements);
2. a long-term incentive plan
(in the form of a stock option plan);
3. performance-based remuneration
(variable pay);
4. pension schemes;
5. other benefits; and
6. severance payments
The company does not operate a pension scheme and
does not provide for defined severance payments to the
Board members.
For further information about the remuneration policy
and how it is applied in 2015. Reference is made to the
Remuneration Report in the Management Report and in
the Note on the Remuneration of the members of the
Management Board and the Supervisory Board in the
consolidated financial statements.

Conflict of Interest
Dutch law provides that a member of the management
board of a Dutch public limited liability company, may not
participate in the adoption of resolutions (including
deliberations in respect hereof) if he or she has a direct
or indirect personal interest conflicting with the interests
of that company. Pursuant to the Management Board
By-laws, each member of the Management Board must
immediately report any (potential) personal conflict of
interest to the Chairman of the Supervisory Board and to
the other members of the Management Board and must
provide all information relevant to the conflict.
The Management Board By-laws provide detailed rules
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During 2015 no conflicts of interest were reported.
The Management Board By-Laws covering, among others
the decision making process, are posted on the
company’s investor relations website.

The Supervisory Board supervises the conduct and
policies of the Management Board and the general course
of affairs of the Company and supports the management
by providing advice. The Management Board can also
request the Supervisory Board’s advice. In performing its
duties, the Supervisory Board acts in the interest of the
Company as well as that of its stakeholders as a whole.
The Supervisory Board has drawn up a profile for its size
and composition taking into account the nature of the
Company’s business, the Supervisory Board’s activities
and the desired expertise and background of the
Supervisory Board members. The Supervisory Board has
discussed the profile at the occasion of its adoption and
will subsequently discuss it with each amendment thereof
in the General Meeting.
Pursuant to the Articles of Association, the Supervisory
Board on 23 May 2014 adopted by-laws of procedure
concerning the division of its duties and its working
method (the Supervisory Board By-laws).

Appointment, Dismissal and Suspension
The Articles of Association provide that the number of
members of the Supervisory Board will be determined by
the Supervisory Board. In addition, the Articles of
Association provide that the Supervisory Board will
consist of a minimum of three members. At present, the
Supervisory Board consists of three members. On 14
March 2016 RNTS Media has announced the intention to
nominate three further members to the upcoming
General Meeting for approval.
The General Meeting appoints the members of the
Supervisory Board pursuant to and in accordance with a
proposal of the Supervisory Board or upon a binding
nomination by the Supervisory Board. If the appointment
of a member of the Supervisory Board occurs in
accordance with a proposal of the Supervisory Board, the
resolution of the General Meeting to appoint the relevant
member of the Supervisory Board requires an absolute
majority of the votes cast.
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If the appointment of a member of the Supervisory Board
occurs in accordance with a binding nomination by the
Supervisory Board and the list of candidates contains one
candidate for a vacancy to be filled, the resolution in
respect of the proposed appointment results in the
appointment of the candidate of the Supervisory Board,
unless the binding nature of the nomination is overruled
by resolution of the General Meeting, which requires a
majority of two- thirds of the votes cast representing at
least a third of the outstanding and issued share capital.
If this majority of two- thirds does not represent at least
one-third of the Company’s issued share capital, then a
new meeting may be convened in which the nomination
can be overruled by a majority of at least two-thirds of
the votes cast irrespective of the capital present or
represented at the meeting. If the General Meeting with a
majority of at least two-thirds of the votes cast overrules
the binding nomination(s), then a new meeting may be
convened in which a new binding or non-binding
nomination can be made.
The Articles of Association provide that each member of
the Supervisory Board shall be appointed for a maximum
period of four years. A member of the Supervisory Board
may be re-appointed for a total of three four-year terms.
The Supervisory Board appoints a chairman from among
its members and may appoint a vice-chairman.
The Articles of Association provide that the General
Meeting has the authority to suspend and dismiss a
member of the Supervisory Board. Under the Articles of
Association, a resolution of the General Meeting to
suspend or dismiss a member of the Supervisory Board
requires an absolute majority of the votes cast if the
suspension or dismissal is proposed by the Supervisory
Board. However, such resolution of the General Meeting
requires a majority of at least two-thirds of the votes
cast, which majority must represent more than one-half
of the Company’s issued share capital if the suspension
or dismissal has not been proposed by the Supervisory
Board.
Any suspension may be extended one or more times, but
may not last longer than three months in aggregate. If, at
the end of that period, no decision has been taken
regarding cancelling the suspension or dismissal by the
General Meeting, the suspension shall automatically
terminate.

Conflict of Interest
Similar to the by-laws that apply to the Management
Board as described above, Dutch law also provides that a
supervisory board member of a Dutch public company,
such as the Company, may not participate in the adoption
of resolutions (including deliberations in respect of these)
if he or she has a direct or indirect personal interest
conflicting with the interests of the company.

51

No transactions in which there were conflicts of interest with
members of the Supervisory Board were reported in 2015.
The Supervisory Board By-Laws covering, among others
the decision making process, are posted on the
company’s investor relations website.
Due to the current size of only three Supervisory Board
members in 2015, no separate Audit Committee,
Remuneration Committee and Selection and Appointment
Committee have been set up. In the absence of such
specialized Committees, the tasks that typically would
have been addressed by the Committees have been
handled by the full Supervisory Board.

Remuneration Information
The General Meeting determines the remuneration of the
members of the Supervisory Board. The Supervisory Board
periodically submits proposals to the General Meeting in
respect of the remuneration of the chairman and the other
members of the Supervisory Board. The remuneration of
the members of the Supervisory Board does not depend on
the results of the Company and no Shares, options and/or
similar rights to subscribe for Shares will be granted to the
members of the Supervisory Board by way of
remuneration. The Company has, however, issued
Warrants to two members of the Supervisory Board as
consideration under consulting agreements.
Apart from the remuneration, the members of the
Supervisory Board will be entitled to reimbursement of
costs, the reasonableness of such costs being assessed
by the chairman of the Supervisory Board (costs incurred
by the chairman are assessed by the vice-chairman, or by
the other members of the Supervisory Board if no
vice-chairman is in place).
In 2015 no member of the Supervisory Board has received
remuneration for its services for the Company; however,
the members were compensated for their expenses in
connection with carrying out their duties.
The Company is aware of the fact that all members of the
Supervisory Board directly hold Shares and/or Warrants.
Their interests as shareholders could potentially conflict
with their duties as Supervisory Board members.
Also, the Company is aware that Mr van Daele and Knight
Global Services, LLC (Mr Kavanaugh) have been, are or
are seeking to engage in commercial relationships with
the Company through Anoa Capital S.A. and Knight
Global Services, LLC, LLC, in which they hold shares and/
or have executive roles. Since the interests of the Anoa
Capital S.A. and Knight Global Services, LLC, respectively
do not have to be aligned with the interests of the
Company, a potential conflict of interest might arise.
Further, Sapinda Holding B.V., Sapinda Asia Ltd. and
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Sapinda Invest S.à r.l. and affiliated companies are the
major clients of Anoa Capital S.A., of which Mr van Daele
is the CEO and a majority shareholder. Also, Mr Dubois is
chief executive officer and Mr van Daele is a board
member of Track Group Inc., which is owned by the
Company’s shareholder Sapinda Asia Ltd. Finally, all
current Supervisory Board members were appointed at
annual general meetings, where Sapinda Holding B.V. was
the sole Shareholder or Sapinda Holding B.V. and Centrics
Holdings S.à

proposal for a resolution, and must be received by the
Company at least 60 days before the day of the General
Meeting.
Each Shareholder (as well as other persons with voting
rights or meeting rights) may attend the General
Meeting, to address the General Meeting and, in so far as
they have such right, to exercise voting rights pro rata to
its shareholding, either in person or by proxy.
Shareholders may exercise these rights, if they are the
holders of Shares on the record date.

Voting Rights

General Meeting of Shareholders
A General Meeting of Shareholders is held at least once
a year within six months after the end of the preceding
financial year and generally takes place in Amsterdam,
the Netherlands. Extraordinary General Meetings are
held as often as considered desirable by the Management
Board or Supervisory Board and also as often as
requested in writing to the Executive Board or
Supervisory Board by shareholders representing at least
10% of the issued capital, with a specification of the
topics to be discussed. RNTS Media endorses the
principles and underlying best practice provisions
formulated in chapter IV of the Code.
The agenda for the annual general meeting must contain
certain subjects, including, among other things
■ discussion of the annual report;
■ discussion and adoption of the annual accounts;

Each Shareholder that holds Shares at the record date
may cast one vote for each Share held at the General
Meeting. Pursuant to Dutch law, no votes may be cast at
a General Meeting in respect of Shares which are held by
the Company. Resolutions of the General Meeting are
passed by an absolute majority of the valid votes cast,
except where Dutch law or the Articles of Association
prescribe a greater majority. If there is a tie in voting
other than a vote for the election of persons, the proposal
concerned will be rejected.

which notice of the meeting is given until the end of the
General Meeting (free of charge). A resolution by the
General Meeting to amend the Articles of Association
requires an absolute majority of the votes cast.

Substantial Shareholdings
Shareholders owning 3% or more of the issued capital of
a listed company (a substantial shareholding or short
position) must report this to the Netherlands Authority
for Financial Markets (AFM) as soon as this threshold is
reached or exceeded.
Subsequently, notifications to the AFM must be done as
soon as a substantial shareholding or short position
reaches, exceeds or falls below set thresholds. The
thresholds are 3%, 5%, 10%, 15%, 20%, 25%, 30%, 40%,
50%, 60%, 75% and 95% of the company’s issued share
capital.
As of the date of this report, the following shareholders
owning 3% or more of the company’s capital rights were
registered with the AFM.

Publication Requirements under German Law
Amendment of the Articles of Association
The General Meeting may resolve to amend the Articles
of Association upon a proposal of the Management
Board, which proposal requires the approval of the
Supervisory Board. A proposal to amend the Articles of
Association must be included in the notice of the General
Meeting. A copy of the proposal, containing the verbatim
text of the proposed amendment, must be lodged with
the Company for the inspection of every Shareholder and
other persons holding meeting rights from the date on

In accordance with section 26(1) of the German Securities
Trading Act (Wertpapierhandelsgesetz), the Company, in
its capacity as a so called domestic issuer
(Inlandsemittent) under the German Securities Trading
Act, must publish any shareholding notifications under
Dutch law immediately, but no later than within three
trading days after receiving them, via qualified media
outlets. The Company must also transmit the notice t o
the BaFin and to the German Company Register
(Unternehmensregister).

■ dividend proposal (if applicable);
■ discussion of the remuneration of the

Management Board;
■ appointment of an external auditor (if applicable);
■ other subjects presented for discussion by the Super-

visory Board or the Management Board and announced
with due observance of the provisions of these Articles
of Association, as for instance: (i) release of the
Management Board members and Supervisory Board
members from liability; (ii) discussion of the policy on
reserves and dividends; (iii) designation of a body of the
Company authorised to issue Shares; and/or (iv) authorisation of the Management Board to make the Company
acquire own Shares or depositary receipts for Shares.

Substantial shareholdings
Person obliged to notify (Direct Holder)

potential*

18.53 %

6.69 %

Lars Windhorst (Sapinda Asia Limited)

2.63 %

50.16 %

FIL Limited (FIL Investments International, FIL Pension Management)

3.87 %

–

10.26 %

3.93 %

2.37 %

2.36 %

Consortia Trustees Limited
(Centricts Holding Sarl, Sapinda Invest Sarl, Sapinda Holding BV)

Y. Suk Hwa (SYSK Limited)
Ryan Kavanaugh (Ryan Kavanaugh Trust)

Shareholders holding at least 3% of the Company’s issued
and outstanding share capital may request that an item is
added to the agenda. Such requests must be made in
writing, must either be substantiated or including a
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% Capital Rights
real

These percentages, which include both direct and indirect capital interests do not necessarily reflect the actual shareholding in the company
due to the notification requirements with the AFM.
*potential capital interests also include indirect/potential and/or future holdings through bonds, warrants and/or options
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Compliance with the Dutch Corporate
Governance Code
As of the admittance of our shares to trading on the
Prime Standard of the Frankfurt Stock Exchange, RNTS
Media must comply with the requirements for companies
that fall within the scope of the Dutch Corporate
Governance Code. We endorse and therefore endeavour
to comply with the principles and best practices of the
Code. If we do not apply a provision we explain why. With
the exception of the following provisions we applied the
Code since we came to fall within its scope:
Best practice provisions II.2.3, II.2.4 and II.2.7, which
provide that:
■ With regard to remuneration of members of the

Management Board the Supervisory Board shall take
into account financial and non-financial indicators
with due regard for risks to which variable
remuneration may expose the enterprise.
■ Options granted to members of the Management

Board shall not be exercised in the first three years
after the date of grant and the number of Options to
be granted shall be dependent on the achievement of
challenging targets specified beforehand.
■ Neither the exercise price nor the other conditions

regarding the granted Options shall be modified
during the term of the Options, except in so far as
prompted by structural changes.

A Deviation in order to honour existing agreements
At the time of the acquisition of Fyber GmbH in October
2014 the management board of Fyber GmbH consisted of
Mr Bodczek and Mr Zech. As part of the transaction,
agreements were made that aimed to incentivise and
retain senior Fyber management. In December 2015 the
Supervisory Board resolved to grant these options to Mr
Bodczek and Mr Zech respectively and they entered into
option agreements that include, among other things, the
exercise price of these Options which exercise price was
based on the share price directly prior to the date of the
grant. The terms of these agreements subsequently had
to be modified to comply with the aforementioned
existing agreements of the Fyber transaction pursuant to
which the exercise price equalled the price for which
RNTS Media shares were valued in connection to the
Fyber transaction.

B Deviation because of the nature and
purpose of the Stock Option Plan
The variable (equity based) part of the remuneration
package for 2015 included financial-based performance
criteria only. These criteria are now deemed especially
important since RNTS Media is active in a consolidating
market in which we intends to grow both organically and
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through M&A transactions that often include share based
purchase price considerations. Share performance is
therefore considered a crucial driver of RNTS Media’s
growth and success.
However as RNTS Media recruits its staff and
management in a competitive international environment,
the Stock Option Plan also allows Options to be granted
without predetermined performance criteria (the Option
grant and the vesting schedule is time based) and
stipulates that Options are exercisable within three years
from the year the options were granted. The number of
Options which may be granted to the members of the
Management Board can but does not need to be
dependent on the achievement of targets specified
beforehand. The remuneration policy does not provide for
any share awards to be retained by our members of the
Management Board for a period of at least five years or
until at least the end of employment.
The character of the share awards as medium to long
term components of the remuneration package is further
apparent from the fact that the Stock Option Plan
provides for a lock-up for shares issued to members of
the Management Board of up to 12 months after exercise
of these Options.
As described the Stock Option Plan intends to incentivise
and retain key management, many of whom are based in
the US. In the context of stock option award programs
under US law we have been advised by US counsel
specialised in incentive programs that a three-year
waiting period for the exercise of these options and
hurdles for vesting should be deemed too restrictive and
not in line with option plans that are considered market
practice in the tech sector. We therefore believe that the
Stock Option Plan (including the technical changes that
will be submitted to the general Meeting for approval)
enables us to attract international skills and talent and
retain high calibre members of our Management Board so
that a deviation from the Code in this respect is
considered justified.
Best practice provision III.2.1 (Independence of
Supervisory Board members):
RNTS Media does not comply with best practice
provision III.2.1, which provides that all members of the
Supervisory Board, with the exception of not more than
one person, shall be independent within the meaning of
best practice provision III.2.2. Currently, two out of three
Supervisory Board members are not independent. Mr van
Daele is affiliated with Anoa Capital S.A., a regulated
platform offering investment advisory services and
alternative financing solutions across a range of tailored
and innovative primary and secondary market
placements, which closely advises RNTS Media. Mr
Kavanaugh is affiliated with Knight Global Services, LLC
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and Relativity Media, LLC, a global media company,
which entered into collaboration with RNTS Media. Both
have business consulting agreements with RNTS Media.
In addition, Mr van Daele and Knight Global Services,
LLC have been granted Warrants.
We believe that the Supervisory and Management Board
in most circumstances can currently function properly
and with the requisite degree of unbiased judgment by its
members without its full compliance with best practice
provision III.2.1. However, on 14 March 2016 it was
announced that the Supervisory Board nominates Mr
Thorsten Grenz, Mr Jens Schumann and Mr Crid Yu, who
all comply with the criteria for independence as set out in
best practice provision III.2.2, for appointment by the
General Meeting as members of the Supervisory Board. If
appointed the majority of the members of the
Supervisory Board will be independent.
Best practice provision III.3.1 (Expertise and composition
of the Supervisory Board):
The Supervisory Board will be composed in such manner
that the combination of experience, expertise and
independence of its members satisfies the requirements
set out in its profile. We believe that the composition of
the Supervisory Board allows it to properly and
effectively carry out its duties. The Supervisory Board
aspires a diverse composition in terms of, among other
things, gender and age in achieving a desired balance in
its composition but it does not strictly follow the
recommendation of best practice provision III.3.1 to
formulate an explicit target on diversity in terms of
gender, age or other criteria. Although the Supervisory
Board pays close consideration to gender diversity in the
profiles of new members in accordance with Section
2:166 subsection 2 of the Dutch Civil Code, RNTS Media
does not yet strictly follow the recommendation for an
explicit target on gender diversity.
Best practice provision IV.3.3. The company may not
pay any fee(s) to parties for the carrying out of research
for analysts’ reports or for the production or publication
of analysts’ reports, with the exception of credit rating
agencies.
RNTS engaged Edison Investment Research to prepare
analyst research reports in connection to our recent M&A
transactions. We have been fully transparent about
engagement of Edison and we appear on Edison’s website
as one of its customers. We feel that our engagement
with Edison ensures the quality that we expect from
analyst reports and allows us to produce reports to meet
with demands of (potential) investors.
This report also includes the information which RNTS
Media is required to disclose pursuant to the Dutch
Decree on additional requirements for management
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reports and the Decree on Article 10 of the EU Takeover
Directive.

External Auditor
The external auditor is responsible for the audit of the
financial statements. The external auditor reports to the
Management Board and the Supervisory Board to discuss
findings pertaining to their review activities for the
quarterly and audit of the annual financial results. The
external auditor attends the Annual General Meeting of
Shareholders to answer questions pertaining to the
independent auditor’s report as included in the Annual
Report. The Supervisory Board approves every
engagement of the external auditor in order to avoid any
breaches of the external auditor’s independence. The
Annual General Meeting of Shareholders appoints the
external auditor on a yearly basis upon the
recommendation of the Management Board and the
Supervisory Board.
Ernst & Young Accountants LLP have been external
auditor of the company since 2012.

Corporate Governance Statement
Article 2a of the Dutch Decree on additional
requirements for annual reports, last amended on 1
January 2010, requires companies to publish a statement
concerning their approach to corporate governance and
compliance with the Corporate Governance Code. The
information required to be included in this corporate
governance statement as described in articles 3, 3a and
3b of the Decree are incorporated in the Corporate
Governance section of this annual report.
The main characteristics of the company’s internal risk
management measures and control systems connected to
its financial reporting process, as required by article 3a
sub a of the Decree, are described in the Risk
Management section in the Management Board Report.
The information regarding the functioning of the General
Meeting and the main authorities and rights of the
shareholders as required by article 3a sub b of the Decree,
can be found in the chapter on Corporate Governance.
The information regarding the composition and
functioning of the Management Board and the
Supervisory Board as required by article 3a sub c of the
Decree can be found in the chapter on Corporate
Governance and the Report of the Management Board.
The information referred to in the Takeover Directive
(Article 10) Decree as required by article 3b of the Decree
can be found in the chapter on Corporate Governance
and in note 27.1. to the financial statements.
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Equity
Information

Information about the Company
RNTS Media N.V. is incorporated in Amsterdam, The
Netherlands, and is registered with the Dutch Chamber
of Commerce under the number 54747805. The
Company’s head-office is at Johannisstrasse 20, 10117
Berlin, Germany.
RNTS Media is a mobile advertising technology company,
with a focus on developing monetization solutions for
connected devices. The Company operates through its
operating subsidiary Fyber.
Its financial year runs from 1 January to 31 December
each year.
The nature of RNTS Media’s activities means that the
Group must deal with a multitude of regulations in
various countries, such as intellectual property
protection, data privacy, tax legislation and competition.
The Company also has to respect the rules and
regulations of the Frankfurt Stock Exchange related to
the listing as well as Dutch law.
Due to the nature of its business, the use of natural
resources by the Company is limited and mostly concerns
energy.

Information about the Shares
The Company’s shares are traded on the Prime Standard of
the Frankfurt Stock Exchange under the symbol “RNM” and
the ISIN code NL0010315453. The issued capital of RNTS
Media amounts to €11.453 million and is divided into
114,533,333 common bearer shares, with a nominal value of
€0.10 each. The issued capital as of 31 December 2015
consisted entirely of fully paid-up ordinary shares.
The authorized capital amounts to €40.0m and is divided
into 400,000,000 shares, with a nominal value of €0.10
each.
Potential dilution can arise from the exercise of warrants for
a total of 4,700,000 shares as well as from the exercise of
options under the Stock Option Plan. 11,453,333 options are
approved with 8,681,490 being issued. At year-end, RNTS
Media shares were traded for a share price of €3.00. As this
is also the strike price for the warrants, they were at the
money whereas the weighted average strike price of the
stock options was at €3.27 and therefore out of the money.
Furthermore, the Convertible Bond of €100.0m with a
conversion price of €4.20 may lead to a maximum dilution
of further 23,809,524 shares.

The Management Board was designated by the General
Meeting to be the competent body to issue up to
40,000,000 shares in connection with a possible
conversion of the Convertible Bonds and to restrict or
exclude pre-emptive rights in this respect. Further, the
Management Board is authorized by the General Meeting
to issue shares for a period until 1 April 2020 restricted to
30% of the entire share capital of the Company on a fully
diluted basis per 1 April 2015 and to restrict or exclude
respective pre-emptive rights. Such issue is generally
subject to approval of the Supervisory Board. The
Management Board is further authorized to acquire own
shares in the capital of the Company for a period until 21
January 2017 for specific reasons particularly for the
purpose of mergers and acquisitions or otherwise. The
number of shares to be acquired is limited to the
maximum allowed under Dutch law.
On 23 March 2016, RNTS Media’s market capitalization
reached €246m on a share price of EUR 2.15. Daily
volumes traded continued to be very low. The share price
fluctuated between €3.50 and €3.00 during 20151.

Major Shareholders
As RNTS Media has issued bearer shares, there is no
exact information on the shareholder structure, the
names of the shareholders and the amounts of voting
interests they hold, available. To the knowledge of the
company, major shareholders of the Company are:
Sapinda Holding B.V., SYSK Ltd., Sapinda Invest S.à r.l.,
Sapinda Asia Ltd., Lars Windhorst and Centrics Holding
S.à r.l., Team Europe Holding I GmbH & Co KG, Nokia
Growth Partners II L.P., MB Wirtschaftstreuhand,
Overseas Ventures Limited, Deutsche Bank AG and
Adetra Capital Ventures GmbH.
The parties Sapinda Holding B.V., SYSK Ltd., Sapinda
Invest S.à r.l., Sapinda Asia Ltd., Lars Windhorst and
Centrics Holding S.à r.l. have entered into a Pooling
Agreement. These pooling parties held shareholding in
excess of 44,1% as of October 2015, and may therefore be
deemed to hold a controlling interest in the Company.
Over the course of 2016, Sapinda Asia Ltd. may
additionally acquire up to 30,666,667 shares through
exercise of put options by the Former Fyber
Shareholders. Sapinda Asia Ltd. is fully owned by Lars
Windhorst. Adetra Capital Ventures GmbH holds
3,220,175 Ordinary Shares on behalf of previous investors
in Fyber, including Sapinda Asia Ltd.. Mr Bodczek
indirectly owns all shares in Adetra Capital Ventures
GmbH. Mr Bodczek has no economic interest in these

1 Share price information based on Xetra price information between 12 August 2015 and 30 December 2015
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Ordinary Shares. Adetra Capital Ventures GmbH is one
of the Former Fyber Shareholders.
Consortia Trustees Limited, of which Lars Windhorst is
the settlor and currently the sole beneficiary without
voting power, is the majority shareholder of Sapinda
Holding B.V. Furthermore, Mr Windhorst is the chairman
of Sapinda Holding B.V..

Sapinda Invest S.à r.l and Centrics Holding S.à r.l are
owned by a trust of which Lars Windhorst is the settlor
and a beneficiary without voting power. Mr Windhorst also
sits on the board of managers of Sapinda Invest S.à r.l.

Responsibility
Statement
Within the meaning of Section 5:25c paragraph 2 of the
Dutch Act on Financial Supervision
To the best of our knowledge, and in accordance with the
applicable reporting principles, the consolidated financial
statements, give a true and fair view of the assets,
liabilities, financial position and operating results of the
Group. We believe, based on the activities performed in
2015 and in accordance with best practice provision II.1.5
of the Dutch Corporate Governance Code, that the risk
management and control systems with regard to the
financial reporting risks have functioned effectively in
2015, and that the risk management and control systems
provide a reasonable assurance that the 2015 financial
statements do not contain any errors of material
importance. In addition, the management report of RNTS
Media provides a fair review of the situation on the
balance sheet date and of development and performance
of the business and the position of the Group, together
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Financial
Calendar
2016

with a description of the material opportunities and risks
associated with the expected development of RNTS
Media.

Q1 2016 Results

25 May 2016
H1 2016 Results & Analyst Call

The above does not imply that RNTS Media can provide
certainty as to the realisation of operational and strategic
business and financial objectives. Nor can RNTS
Media’s approach to internal control over financial
reporting be expected to prevent or detect all
misstatements, inaccuracies, errors, fraud or violations
of laws or regulations.

21 September 2016
Q3 2016 Results

23 November 2016
Annual General Meeting

15 June 2016
On behalf of the Management Board

Annual Analyst Meeting

23 November 2016

Editorial

RNTS Media N.V. (Naamloze Vennootschap) is a public
company with limited liability, incorporated under the
laws of the Netherlands
Corporate Seat: Amsterdam
Kamer van Koophandel, KvK number 54747805
RNTS Media N.V., Zweigniederlassung Deutschland
Corporate Seat: Berlin
Office Address: Johannisstraße 20, 10117 Berlin, Germany
Amtsgericht Charlottenburg HRB 166541B
Management Board: Andreas Bodczek (CEO) & Janis Zech
Chairman of the Supervisory Board: Dirk van Daele
VAT ID No .: DE283688947
ISIN Code: NL0010315453

Andreas Bodczek
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Unaudited Pro-Forma
Financial Statements
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7KHSURIRUPDLQFRPHVWDWHPHQWLVLQWHQGHGWRLOOXVWUDWHKRZWKHLQFRPHVWDWHPHQW-DQ±'HFZRXOGKDYHEHHQDIIHFWHGLI)\EHU
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-DQ



-DQ±

'HF



'HF

/RVVIRUWKH\HDUEHIRUHWD[









'HSUHFLDWLRQDPRUWL]DWLRQDQGLPSDLUPHQW
)LQDQFLDOLQFRPHDQGH[SHQVHV
&DVKIORZIURPGLVFRQWLQXHGRSHUDWLRQV
3URILWORVVIURPVDOHRIDVVHWV
2WKHUQRQFDVKHIIHFWV
5HLPEXUVHPHQWRI9LUWXDO6KDUH3URJUDPE\IRUPHU)\EHU
VKDUHKROGHUV
&KDQJHVLQSURYLVLRQVHPSOR\HHEHQHILWREOLJDWLRQV











































(85N

&KDQJHVLQZRUNLQJFDSLWDO
&DVKJHQHUDWHGIURPRSHUDWLRQV
,QWHUHVWUHFHLYHG
,QWHUHVWSDLG



1HWFDVKIORZIURPRSHUDWLQJDFWLYLWLHV





3XUFKDVHVRISURSHUW\DQGHTXLSPHQW
3URFHHGVIURPVDOHRISURSHUW\DQGHTXLSPHQW
3XUFKDVHVFDSLWDOL]DWLRQRILQWDQJLEOHDVVHWV
3URFHHGVIURPVDOHRILQWDQJLEOHDVVHWV











































































































1HWFDVKIORZIURPILQDQFLQJDFWLYLWLHV
















1HWFKDQJHVLQFDVK









&DVKDWEHJLQQLQJRISHULRG
1HWIRUHLJQH[FKDQJHGLIIHUHQFH










&DVKSUHVHQWHGLQDVVHWVKHOGIRUVDOH
 







&DVKDQGFDVKHTXLYDOHQWVDWHQGRISHULRG



,QFRPHWD[SDLG



)UHHFDVKIORZ
$FTXLVLWLRQRIDVXEVLGLDU\QHWRIFDVKDFTXLUHG
&KDQJHLQILQDQFLDODVVHWVQHW
&DVKIORZIURPGLVFRQWLQXHGRSHUDWLRQV
1HWFDVKIORZIURPLQYHVWLQJDFWLYLWLHV
3URFHHGVIURPWKHLVVXHRIVKDUHV
7UDQVDFWLRQFRVWVRQWKHLVVXHRIVKDUHV
3URFHHGVIURPORQJWHUPERUURZLQJV
7UDQVDFWLRQFRVWVRQWKHLVVXHRIFRQYHUWLEOHERQGV
5HSD\PHQWRIORQJWHUPERUURZLQJV
3URFHHGVIURPVKRUWWHUPERUURZLQJV
5HSD\PHQWRIVKRUWWHUPERUURZLQJV

1HWFKDQJHVLQFDVK
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Consolidated financial statements for the year ended 31 December 2015
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/RVVIRUWKH\HDUIURPGLVFRQWLQXHG
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/RVVIRUWKH\HDUDIWHUWD[
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*(1(5$/,1)250$7,21
 &RUSRUDWHLQIRUPDWLRQ
51760HGLD19LQYHVWVLQ$GYHUWLVLQJ7HFKQRORJ\ $G7HFK ZLWK
VLJQLILFDQW JURZWK SRWHQWLDO ,WV SULQFLSDO DFWLYLWLHV DUH FXUUHQWO\
PRELOHDGYHUWLVLQJWKURXJKLWVVXEVLGLDULHVLQWKH)\EHU*URXSDQG
+H\]DS,QFZKLFKZDVDFTXLUHGLQ-DQXDU\
)\EHU KHDGTXDUWHUHG LQ *HUPDQ\ KDV GHYHORSHG D PRELOH
DGYHUWLVLQJ WHFKQRORJ\ SODWIRUP RQ ZKLFK WKH &RPSDQ\¶V JURZWK
VWUDWHJ\ LV EDVHG )\EHU V VXSSO\VLGH SODWIRUP KHOSV DSS
GHYHORSHUV DQG SXEOLVKHUV PRQHWL]H WKHLU WUDIILF PRUH HIIHFWLYHO\
)\EHU VSODWIRUPFRPSULVHVDQDGH[FKDQJHDQGDPHGLDWLRQOD\HU
ZKLFKSURYLGHVDSSGHYHORSHUVDQGSXEOLVKHUVHDVLHUDFFHVVWRD
ZLGHUDQJHRIGHPDQGVLGHSDUWQHUVDQGDGYHUWLVHUVDVZHOODVLW
RIIHUVVRIWZDUHEDVHGVROXWLRQV OLNHDGDQDO\WLFV UHSRUWLQJ\LHOG
RSWLPL]DWLRQDGVWDFNPDQDJHPHQWDXGLHQFHVHJPHQWDWLRQWRROV 
WRLQFUHDVHSHUIRUPDQFH)\EHUDOVRKDVDGLUHFWVDOHDQGSURYLGHV
FRQVXOWLQJ VHUYLFHV WR LWV SDUWQHUV WR KHOS WKHP , RSWLPL]LQJ WKH
FDSLWDOL]DWLRQRIWKHLUFXVWRPHUEDVH
+H\]DS,QF6DQ)UDQFLVFR86$KDVEHHQDFTXLUHGRQ-DQXDU\
 +H\]DS FRPSOHPHQWV )\EHU¶V JOREDO E\ RIIHULQJ D PRELOH
PRQHWL]DWLRQSODWIRUPWKDWRSHUDWHVD0HGLDWLRQOD\HUDGH[FKDQJH
DQG FURVVSURPRWLRQ IXQFWLRQDOLWLHV 2YHU WKH FRXUVH RI 
+H\]DS¶VPRQHWL]DWLRQSODWIRUPZLOOEHIXOO\LQWHJUDWHGZLWK)\EHU¶V
SODWIRUPDGGLQJUHOHYDQWPRELOHDGIRUPDWVDQGFUHDWLQJDQHYHQ
PRUHUREXVWVXLWHRIPRELOHDSSPRQHWL]DWLRQWRROV
7KH &RPSDQ\ V VKDUHV DUH WUDGHG RQ WKH 3ULPH 6WDQGDUG RI WKH
)UDQNIXUW6WRFN([FKDQJHXQGHUWKH,6,1FRGH1/
51760HGLDLVLQFRUSRUDWHGLQ$PVWHUGDP7KH1HWKHUODQGVDQG
LV UHJLVWHUHG ZLWK WKH 'XWFK &KDPEHU RI &RPPHUFH XQGHU WKH
QXPEHU  7KH &RPSDQ\¶V KHDGRIILFH LV DW
-RKDQQLVVWUDH%HUOLQ*HUPDQ\
7KHILQDQFLDOVWDWHPHQWVRI51760HGLD19DQGLWVVXEVLGLDULHV
FROOHFWLYHO\WKH*URXS KDYHEHHQVLJQHGE\WKH0DQDJHPHQWDQG
6XSHUYLVRU\ %RDUG 0HPEHUV RQ  $SULO  DQG DGRSWHG IRU
SXEOLFDWLRQ

 $FFRXQWLQJSROLFLHV


%DVLVRISUHSDUDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG LQ
DFFRUGDQFH ZLWK WKH ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV
,)56 DVDGRSWHGE\WKH(XURSHDQ8QLRQ (8 DQGWKHILQDQFLDO
UHSRUWLQJUHTXLUHPHQWVLQFOXGHGLQ3DUW RI %RRNRIWKH'XWFK
&LYLO&RGHDWWKHEDODQFHVKHHWGDWH7KHDPHQGPHQWVWR3DUWRI
%RRN  RI WKH 1HWKHUODQGV &LYLO &RGH ZKLFK DUH HIIHFWLYH IRU
ILQDQFLDO\HDUVVWDUWLQJRQRUDIWHU-DQXDU\KDYHQRWEHHQ
HDUO\DGRSWHG
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG RQ D
JRLQJFRQFHUQEDVLVZKLFKDVVXPHVWKHUHDOL]DWLRQRIDVVHWVDQG
WKH VDWLVIDFWLRQ RI OLDELOLWLHV LQ WKH QRUPDO FRXUVH RI EXVLQHVV
3OHDVHUHIHUWRQRWHIRUIXUWKHUGHWDLOV
7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVFRPSULVHWKHIXOO\HDU
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV SURYLGH FRPSDUDWLYH
LQIRUPDWLRQLQUHVSHFWRIWKHSUHYLRXVSHULRGIURP-DQXDU\
WR'HFHPEHU



70

7KH *URXS¶V FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DUH SUHVHQWHG LQ
(XURZKLFKLVDOVRWKHSDUHQWFRPSDQ\¶VIXQFWLRQDOFXUUHQF\$OO
ILJXUHVDUHVWDWHGLQWKRXVDQGVRI(XUR (85N XQOHVVRWKHUZLVH
LQGLFDWHG $PRXQWV DUH URXQGHG WR WKH QHDUHVW WKRXVDQG (XUR
ZKLFKPD\FDXVHURXQGLQJGLIIHUHQFHV

:KHQWKH*URXSKDVOHVVWKDQDPDMRULW\RIWKHYRWLQJRUVLPLODU
ULJKWV RI DQ LQYHVWHH WKH *URXS FRQVLGHUV DOO UHOHYDQW IDFWV DQG
FLUFXPVWDQFHVLQDVVHVVLQJZKHWKHULWKDVSRZHURYHUWKHLQYHVWHH
LQFOXGLQJ
 7KHFRQWUDFWXDODUUDQJHPHQWZLWKWKHRWKHUYRWHKROGHUVRI
WKHLQYHVWHH

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI WKH *URXS KDYH EHHQ
SUHSDUHGRQDKLVWRULFDOFRVWEDVLVH[FHSWIRUGHULYDWLYHILQDQFLDO
LQVWUXPHQWV
7KHFRQVROLGDWHGLQFRPHVWDWHPHQWLVSUHVHQWHGFORVHO\DOLJQHGWR
WKHQDWXUHRIH[SHQVHPHWKRG



*RLQJFRQFHUQFRQVLGHUDWLRQV

,QWKH*URXSKDVRSHUDWHGZLWKORVVHVFDXVHGSULPDULO\E\
FKDQJLQJ WKH IRFXV RQ LWV $G7HFK EXVLQHVV ZKLFK ZDV VWURQJO\
H[SDQGHGERWKRUJDQLFDOO\DVZHOODVWKURXJKDFTXLVLWLRQV7KLVKDV
UHTXLUHG DGGLWLRQDO IXQGLQJ ZKLFK ZDV JDLQHG WKURXJK WKH
SODFHPHQWRI(85NRI&RQYHUWLEOH%RQGV
$OVRIRUPDQDJHPHQWH[SHFWVIXUWKHUFDVKUHTXLUHPHQWVWR
IXQG RSHUDWLQJ ORVVHV ZRUNLQJ FDSLWDO H[SDQVLRQ DV ZHOO DV
DFTXLVLWLRQVDQQRXQFHGLQDQGHDUO\
,QWKHRSHUDWLQJFDVKIORZLVH[SHFWHGWRLPSURYHYV
(85N EXWVWD\QHJDWLYHLQWKH)\EHUJURXSDVLWZDVDW
\HDUHQG 7KLV LV FDXVHG ERWK E\ LPSURYHG RSHUDWLRQV UHYHQXH
DQGJURVVPDUJLQ ¼ JURZWKZKLOHRSHUDWLQJH[SHQVHVJURZOHVV 
DQGORZHUQRQUHFXUULQJVSHQGGXHWROHVVFRUSRUDWHSURMHFWV VXFK
DV WKH &RQYHUWLEOH %RQG WKH OLVWLQJ XSJUDGH WR )UDQNIXUW DQG
DFTXLVLWLRQV  7KH QHJDWLYH LQYHVWLQJ FDVK IORZ ZLOO LQFUHDVH
VLJQLILFDQWO\YV (85N GXHWRWKH&ORVLQJRI+H\]DS
,QF 86'N  LQLWLDO SD\PHQW  DQG ,QQHUDFWLYH /WG
86'LQLWLDOSD\PHQW ZKLFKKDYHDOUHDG\EHHQDQQRXQFHG
%RWKHQWLWLHVDUHH[SHFWHGWRFRQWULEXWHVOLJKWO\QHJDWLYHFDVKIORZ
LQLQFOXGLQJFDVKIORZIURPLQWHJUDWLRQDFWLYLWLHV
$W'HFHPEHUWKH*URXSVKRZHG(85NLQFDVK
,Q DGGLWLRQ 5176 0HGLD KDV FUHGLW IDFLOLWLHV ZLWK 6LOLFRQ 9DOOH\
%DQNDQG6DSLQGD,QYHVW6jUO VHHQRWH DQGDQDGGLWLRQDO
YROXPH RI (85N RI &RQYHUWLEOH %RQGV DYDLODEOH IRU
SODFHPHQW
0DQDJHPHQW WKHUHIRUH KDV UHDVRQDEOH H[SHFWDWLRQ WKDW 5176
0HGLD *URXS KDV DGHTXDWH UHVRXUFHV WR FRQWLQXH DV D JRLQJ
FRQFHUQIRUWKHIRUHVHHDEOHIXWXUH



%DVLVRIFRQVROLGDWLRQ

 5LJKWVDULVLQJIURPRWKHUFRQWUDFWXDODUUDQJHPHQWV
 7KH*URXS VYRWLQJULJKWVDQGSRWHQWLDOYRWLQJULJKWV
7KH*URXSUHDVVHVVHVZKHWKHURUQRWLWFRQWUROVDQLQYHVWHHLIIDFWV
DQGFLUFXPVWDQFHVLQGLFDWHWKDWWKHUHDUHFKDQJHVWRRQHRUPRUH
RI WKH WKUHH HOHPHQWV RI FRQWURO &RQVROLGDWLRQ RI D VXEVLGLDU\
EHJLQV ZKHQ WKH *URXS REWDLQV FRQWURO RYHU WKH VXEVLGLDU\ DQG
FHDVHV ZKHQ WKH *URXS ORVHV FRQWURO RI WKH VXEVLGLDU\ $VVHWV
OLDELOLWLHV LQFRPH DQG H[SHQVHV RI WKH VXEVLGLDU\ DFTXLUHG RU
GLVSRVHG RI GXULQJ WKH \HDU DUH LQFOXGHG LQ WKH VWDWHPHQW RI
FRPSUHKHQVLYHLQFRPHIURPWKHGDWHWKH*URXSJDLQVFRQWUROXQWLO
WKHGDWHLWFHDVHVWRFRQWUROWKHVXEVLGLDU\
7KH ILQDQFLDO VWDWHPHQWV RI WKH FRQVROLGDWHG VXEVLGLDULHV ZHUH
SUHSDUHGDVDW'HFHPEHUWKHVDPHEDODQFHVKHHWGDWH
DVWKHSDUHQWFRPSDQ\7KHILQDQFLDOVWDWHPHQWVRIWKHVXEVLGLDULHV
DUHSUHSDUHGIRUWKHVDPHUHSRUWLQJSHULRGDVWKHSDUHQWFRPSDQ\
XVLQJ FRQVLVWHQW DFFRXQWLQJ SROLFLHV $OO LQWUDJURXS EDODQFHV
WUDQVDFWLRQVXQUHDOL]HGJDLQVDQGORVVHVUHVXOWLQJIURPLQWUDJURXS
WUDQVDFWLRQVDQGGLYLGHQGVDUHHOLPLQDWHGLQIXOORQFRQVROLGDWLRQ
7RWDOFRPSUHKHQVLYHLQFRPHZLWKLQDVXEVLGLDU\LVDWWULEXWHGWRWKH
HTXLW\ KROGHUV RI WKH *URXS DQG WR WKH QRQFRQWUROOLQJ LQWHUHVWV
HYHQLIWKDWUHVXOWVLQWKHQRQFRQWUROOLQJLQWHUHVWVKDYLQJDGHILFLW
EDODQFH
$FKDQJHLQWKHRZQHUVKLSLQWHUHVWRIDVXEVLGLDU\ZLWKRXWDORVV
RIFRQWUROLVDFFRXQWHGIRUDVDQHTXLW\WUDQVDFWLRQ
,I WKH *URXS ORVHV FRQWURO RYHU D VXEVLGLDU\ LW GHUHFRJQL]HV WKH
UHODWHG DVVHWV LQFOXGLQJ JRRGZLOO  OLDELOLWLHV QRQFRQWUROOLQJ
LQWHUHVWVDQGRWKHUFRPSRQHQWVRIHTXLW\ZKLOHDQ\UHVXOWDQWJDLQ
RU ORVVLVUHFRJQL]HG LQ SURILW RU ORVV $Q\ LQYHVWPHQW UHWDLQHG LV
UHFRJQL]HGDWIDLUYDOXH



6XPPDU\RIVLJQLILFDQWDFFRXQWLQJSROLFLHV

7KHIROORZLQJVLJQLILFDQWDFFRXQWLQJDQGYDOXDWLRQSULQFLSOHVZHUH
DSSOLHG XQLIRUPO\ DFURVV 5176 *URXS WR SUHSDUH WKH ILQDQFLDO
VWDWHPHQWV
 %XVLQHVVFRPELQDWLRQVDQGJRRGZLOO

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV FRPSULVH WKH ILQDQFLDO
VWDWHPHQWV RI 5176 0HGLD 19 DQG LWV VXEVLGLDULHV DV DW 
'HFHPEHU  6XEVLGLDULHV DUH HQWLWLHV WKDW DUH FRQWUROOHG
GLUHFWO\ RU LQGLUHFWO\ E\ WKH *URXS &RQWURO LV DFKLHYHG ZKHQ WKH
*URXS LV H[SRVHG RU KDV ULJKWV WR YDULDEOH UHWXUQV IURP LWV
LQYROYHPHQW ZLWK WKH LQYHVWHH DQG KDV WKH DELOLW\ WR DIIHFW WKRVH
UHWXUQVWKURXJKLWVSRZHURYHUWKHLQYHVWHH

 ([SRVXUHRUULJKWVWRYDULDEOHUHWXUQVIURPLWVLQYROYHPHQW
ZLWKWKHLQYHVWHHDQG

%XVLQHVV FRPELQDWLRQV DUH DFFRXQWHG IRU XVLQJ WKH DFTXLVLWLRQ
PHWKRG7KHFRVWRIDQDFTXLVLWLRQLVPHDVXUHGDVWKHDJJUHJDWH
RI WKH FRQVLGHUDWLRQ WUDQVIHUUHG PHDVXUHG DW IDLU YDOXH DW
DFTXLVLWLRQGDWHDQGWKHDPRXQWRIDQ\QRQFRQWUROOLQJLQWHUHVWLQ
WKH DFTXLUHH )RU HDFK EXVLQHVV FRPELQDWLRQ WKH *URXS HOHFWV
ZKHWKHU LW PHDVXUHV WKH QRQFRQWUROOLQJ LQWHUHVW LQ WKH DFTXLUHH
HLWKHUDWIDLUYDOXHRUDWWKHSURSRUWLRQDWHVKDUHRIWKHDFTXLUHH¶V
LGHQWLILDEOHQHWDVVHWV$FTXLVLWLRQFRVWVLQFXUUHGDUHH[SHQVHGDQG
LQFOXGHGLQRWKHURSHUDWLQJH[SHQVHV:KHQWKH*URXSDFTXLUHVD
EXVLQHVVLWDVVHVVHVWKHILQDQFLDODVVHWVDQGOLDELOLWLHVDVVXPHG
IRU DSSURSULDWH FODVVLILFDWLRQ DQG GHVLJQDWLRQ LQ DFFRUGDQFH ZLWK
WKH FRQWUDFWXDO WHUPV HFRQRPLF FLUFXPVWDQFHV DQG SHUWLQHQW
FRQGLWLRQVDVDWWKHDFTXLVLWLRQGDWH7KLVLQFOXGHVWKHVHSDUDWLRQ
RIHPEHGGHGGHULYDWLYHVLQKRVWFRQWUDFWVE\WKHDFTXLUHH

 7KHDELOLW\WRXVHLWVSRZHURYHUWKHLQYHVWHHWRDIIHFWLWV
UHWXUQV

$Q\FRQWLQJHQWFRQVLGHUDWLRQWREHWUDQVIHUUHGE\WKHDFTXLUHUZLOO
EH UHFRJQL]HG DW IDLU YDOXH DW WKH DFTXLVLWLRQ GDWH &RQWLQJHQW

6SHFLILFDOO\WKH*URXSFRQWUROVDQLQYHVWHHLIDQGRQO\LILWKDV
 3RZHURYHUWKHLQYHVWHH LHH[LVWLQJULJKWVWKDWJLYHLWWKH
FXUUHQWDELOLW\WRGLUHFWWKHUHOHYDQWDFWLYLWLHVRIWKH
LQYHVWHH 
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FRQVLGHUDWLRQ FODVVLILHG DV DQ DVVHW RU OLDELOLW\ WKDW LV D ILQDQFLDO
LQVWUXPHQWDQGZLWKLQWKHVFRSHRI,$6)LQDQFLDO,QVWUXPHQWV
5HFRJQLWLRQ DQG 0HDVXUHPHQW LV PHDVXUHG DW IDLU YDOXH ZLWK
FKDQJHVLQIDLUYDOXHUHFRJQL]HGHLWKHULQSURILWRUORVVRUDVFKDQJH
WR2&,,IWKHFRQWLQJHQWFRQVLGHUDWLRQLVQRWZLWKLQWKHVFRSHRI,$6
 LW LV PHDVXUHG LQ DFFRUGDQFH ZLWK WKH DSSURSULDWH ,)56
&RQWLQJHQW FRQVLGHUDWLRQ WKDW LV FODVVLILHG DV HTXLW\ LV QRW UH
PHDVXUHG DQG VXEVHTXHQW VHWWOHPHQW LV DFFRXQWHG IRU ZLWKLQ
HTXLW\
*RRGZLOO LV LQLWLDOO\ PHDVXUHG DW FRVW EHLQJ WKH H[FHVV RI WKH
DJJUHJDWH RI WKH FRQVLGHUDWLRQ WUDQVIHUUHG DQG WKH DPRXQW
UHFRJQL]HGIRUQRQFRQWUROOLQJLQWHUHVWRYHUWKHIDLUYDOXHRIWKHQHW
LGHQWLILDEOH DVVHWV DFTXLUHG DQG OLDELOLWLHV DVVXPHG ,I WKLV
FRQVLGHUDWLRQLVORZHUWKDQWKHIDLUYDOXHRIWKHQHWDVVHWVRIWKH
VXEVLGLDU\ DFTXLUHG WKH GLIIHUHQFH LV UHFRJQL]HG LQ WKH LQFRPH
VWDWHPHQW
$IWHU LQLWLDO UHFRJQLWLRQ JRRGZLOO LV PHDVXUHG DW FRVW OHVV DQ\
DFFXPXODWHG LPSDLUPHQW ORVVHV )RU WKH SXUSRVH RI LPSDLUPHQW
WHVWLQJ JRRGZLOO DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ LV IURP WKH
DFTXLVLWLRQGDWHDOORFDWHGWRHDFKRIWKH*URXS¶VFDVKJHQHUDWLQJ
XQLWVWKDWDUHH[SHFWHGWREHQHILWIURPWKHFRPELQDWLRQLUUHVSHFWLYH
RIZKHWKHURWKHUDVVHWVRUOLDELOLWLHVRIWKHDFTXLUHHDUHDVVLJQHGWR
WKRVHXQLWV
:KHUHJRRGZLOOKDVEHHQDOORFDWHGWRDFDVKJHQHUDWLQJXQLWDQG
SDUW RI WKH RSHUDWLRQ ZLWKLQ WKDW XQLW LV GLVSRVHG RI WKH JRRGZLOO
DVVRFLDWHGZLWKWKHGLVSRVHGRSHUDWLRQLVLQFOXGHGLQWKHFDUU\LQJ
DPRXQW RI WKH RSHUDWLRQ ZKHQ GHWHUPLQLQJ WKH JDLQ RU ORVV RQ
GLVSRVDO *RRGZLOO GLVSRVHG LQ WKHVH FLUFXPVWDQFHV LV PHDVXUHG
EDVHG RQ WKH UHODWLYH YDOXHV RI WKH GLVSRVHG RSHUDWLRQ DQG WKH
SRUWLRQRIWKHFDVKJHQHUDWLQJXQLWUHWDLQHG
 )RUHLJQFXUUHQFLHV
7KHIXQFWLRQDOFXUUHQF\RIWKHSDUHQWRIWKH*URXSLV(XURZKLFKLV
DOVRWKHFXUUHQF\LQZKLFKWKH*URXSSUHSDUHVLWVILQDQFLDOUHSRUWV
)RUHDFKHQWLW\WKH*URXSGHWHUPLQHVWKHIXQFWLRQDOFXUUHQF\DQG
LWHPV LQFOXGHG LQ WKH ILQDQFLDO VWDWHPHQWV RI HDFK HQWLW\ DUH
PHDVXUHGXVLQJWKDWIXQFWLRQDOFXUUHQF\
7UDQVDFWLRQVDQGEDODQFHV
7UDQVDFWLRQV LQ IRUHLJQ FXUUHQFLHV DUH LQLWLDOO\ UHFRUGHG E\ WKH
*URXS¶VHQWLWLHVDWWKHLUUHVSHFWLYHIXQFWLRQDOFXUUHQF\VSRWUDWHVRI
H[FKDQJHDWWKHGDWHWKHWUDQVDFWLRQILUVWTXDOLILHVIRUUHFRJQLWLRQ
0RQHWDU\DVVHWVDQGOLDELOLWLHVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHV
DUHWUDQVODWHGDWWKHIXQFWLRQDOFXUUHQF\VSRWUDWHVRIH[FKDQJHDW
WKHUHSRUWLQJGDWH
'LIIHUHQFHVDULVLQJRQVHWWOHPHQWRUWUDQVODWLRQRIPRQHWDU\LWHPV
DUHUHFRJQL]HGLQSURILWRUORVVZLWKWKHH[FHSWLRQRIPRQHWDU\LWHPV
WKDW DUH GHVLJQDWHG DV SDUW RI WKH KHGJH RI WKH *URXS¶V QHW
LQYHVWPHQWRIDIRUHLJQRSHUDWLRQ7KHVHDUHUHFRJQL]HGLQ2&,XQWLO
WKH QHW LQYHVWPHQW LV GLVSRVHG RI DW ZKLFK WLPH WKH FXPXODWLYH
DPRXQW LV UHFODVVLILHG WR SURILW RU ORVV 7D[ FKDUJHV DQG FUHGLWV
DWWULEXWDEOHWRH[FKDQJHGLIIHUHQFHVRQWKRVHPRQHWDU\LWHPVDUH
DOVRUHFRUGHGLQ2&,
*URXSFRPSDQLHV
2QFRQVROLGDWLRQWKHDVVHWVDQGOLDELOLWLHVRIIRUHLJQRSHUDWLRQVDUH
WUDQVODWHG LQWR (XUR DW WKH UDWH RI H[FKDQJH SUHYDLOLQJ DW WKH
UHSRUWLQJ GDWH DQG WKHLU LQFRPH VWDWHPHQWV DUH WUDQVODWHG DW
H[FKDQJH UDWHV SUHYDLOLQJ DW WKH GDWHV RI WKH WUDQVDFWLRQV 7KH
H[FKDQJH GLIIHUHQFHV DULVLQJ RQ WUDQVODWLRQ IRU FRQVROLGDWLRQ DUH
UHFRJQL]HG LQ RWKHU FRPSUHKHQVLYH LQFRPH 2Q GLVSRVDO RI D
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IRUHLJQRSHUDWLRQWKHFRPSRQHQWRIRWKHUFRPSUHKHQVLYHLQFRPH
UHODWLQJ WR WKDW SDUWLFXODU IRUHLJQ RSHUDWLRQ LV UHFRJQL]HG LQ WKH
LQFRPHVWDWHPHQW
$Q\JRRGZLOODULVLQJRQWKHDFTXLVLWLRQRIDIRUHLJQRSHUDWLRQDQG
DQ\IDLUYDOXHDGMXVWPHQWVWRWKHFDUU\LQJDPRXQWVRIDVVHWVDQG
OLDELOLWLHV DULVLQJ RQ WKH DFTXLVLWLRQ DUH WUHDWHG DV DVVHWV DQG
OLDELOLWLHVRIWKHIRUHLJQRSHUDWLRQDQGWUDQVODWHGDWWKHVSRWUDWHRI
H[FKDQJHDWWKHUHSRUWLQJGDWH
7KH H[FKDQJH UDWHV RI IRUHLJQ FXUUHQFLHV WR (XUR WKDW DUH
VLJQLILFDQWIRU5176*URXSZHUHVXEMHFWWRWKHIROORZLQJFKDQJHV
)RUHLJQ
FXUUHQF\
SHU(85

86'ROODU

([FKDQJHUDWHDW
EDODQFHVKHHWGDWH

$YHUDJHH[FKDQJH
UDWH

'HF


'HF















 $FFRXQWLQJIRUVHSDUDWHO\GLVFORVHGLWHPV
,Q RUGHU WR SUHVHQW WKH SHUIRUPDQFH RI WKH *URXS LQ D FOHDU
FRQVLVWHQW DQG FRPSDUDEOH IRUPDW FHUWDLQ LWHPV DUH GLVFORVHG
VHSDUDWHO\LQWKH,QFRPH6WDWHPHQW
6HSDUDWHO\GLVFORVHGLWHPVLQFOXGH
 2QHRIIFRVWVIURPUHVWUXFWXULQJUHRUJDQL]DWLRQDQG
LQWHJUDWLRQ
 1RQFDVKDFFRXQWLQJFKDUJHVIRUVWRFNRSWLRQVZDUUDQWV
 ,PSDLUPHQWRIJRRGZLOODPRUWL]DWLRQRIDFTXLUHGLQWDQJLEOH
DVVHWV
 7UDQVDFWLRQFRVWVUHODWHGWRDFTXLVLWLRQV

5HYHQXH LV UHFRJQL]HG WR WKH H[WHQW WKDW LW LV SUREDEOH WKDW WKH
HFRQRPLF EHQHILW ZLOO IORZ WR WKH *URXS DQG WKH UHYHQXH FDQ EH
UHOLDEO\ PHDVXUHG UHJDUGOHVV RI ZKHQ SD\PHQW LV EHLQJ PDGH
5HYHQXHLVPHDVXUHGDWWKHIDLUYDOXHRIWKHFRQVLGHUDWLRQUHFHLYHG
RU UHFHLYDEOH WDNLQJ LQWR DFFRXQW FRQWUDFWXDOO\ GHILQHG WHUPV RI
SD\PHQWDQGH[FOXGLQJWD[HVRUGXWLHV
7KH VHUYLFH UHYHQXH IURP GHOLYHULQJ DGYHUWLVLQJ VHUYLFHV LV
UHFRJQL]HGZKHQWKHVHUYLFHLVUHQGHUHG7KLVXVXDOO\RFFXUVZKHQ
WKHDGLPSUHVVLRQZDVJHQHUDWHGZKLFKLVWKHDGLVIHWFKHGIURPLWV
VRXUFH DQG VHUYHG RQ WKH PRELOH GHYLFH 'HSHQGLQJ RQ WKH
UHTXLUHPHQWVRIWKHVSHFLILFFDPSDLJQIXUWKHUUHTXLUHPHQWVPLJKW
QHHGEHIXOILOOHGVXFKDVWKHPRELOHGHYLFHXVHUKDVFOLFNHGRQWKH
DGGRZQORDGHGVSHFLILFFRQWHQWSURYLGHGSHUVRQDOGDWDHWF
5HYHQXH IRU UHQGHULQJ RI RWKHU VHUYLFHV HJ GHYHORSLQJ RI
DSSOLFDWLRQVDQGRWKHUGLJLWDOFRQWHQWLVUHFRJQL]HGE\UHIHUHQFHWR
WKH VWDJH RI FRPSOHWLRQ 6WDJH RI FRPSOHWLRQ LV PHDVXUHG E\
UHIHUHQFHWRFRVWLQFXUUHGWRGDWHRQODERXUKRXUVDVDSHUFHQWDJH
RIWRWDOHVWLPDWHGFRVWEDVHGRQODERXUKRXUVIRUHDFKFRQWUDFW
5HYHQXH IURP WKH VDOH RI KDUGZDUH RQ ZKLFK HGXFDWLRQ FDQ EH
FRQVXPHG DQG UHVSHFWLYH FDUWULGJHV LV UHFRJQL]HG ZKHQ WKH
VLJQLILFDQW ULVNV DQG UHZDUGV RI RZQHUVKLS RI WKH JRRGV KDYH
SDVVHGWRWKHEX\HUZKLFKLVXVXDOO\RQGHOLYHU\RIWKHJRRGVWRWKH
FXVWRPHU

 'LVFRQWLQXHGRSHUDWLRQV
 2WKHUQRQUHFXUULQJLQFRPHDQGFRVWVIRUDOO*URXS
FRPSDQLHV

2SHUDWLQJH[SHQVHVDUHUHFRJQL]HGHLWKHUZKHQWKHFRUUHVSRQGLQJ
JRRGVDUHUHFHLYHGRUVHUYLFHVDUHUHQGHUHG

 $QGDOOWKHUHODWHGWD[HIIHFWVRIWKHLWHPVOLVWHGDERYH

,QWHUHVW LQFRPH DQG H[SHQVH LV UHFRUGHG XVLQJ WKH HIIHFWLYH
LQWHUHVW PHWKRG ZLWK H[FHSWLRQ RI ERUURZLQJ FRVWV FDSLWDOL]HG
DFFRUGLQJWR,$6

5HVWUXFWXULQJDQGUHRUJDQLVDWLRQFRVWVVXFKDVUHGXFLQJRYHUKHDG
DQG FRQVROLGDWLQJ IDFLOLWLHV DUH LQFOXGHG LQ WKH 6HSDUDWHO\
'LVFORVHG,WHPVDV0DQDJHPHQWEHOLHYHVWKDWWKHVHHIIHFWVDUHQRW
LQGLFDWLYHRIWKHQRUPDORSHUDWLQJLQFRPHDQGH[SHQVHV
&HUWDLQ JDLQVORVVHV DUH DOVR GLVFORVHG VHSDUDWHO\ DV WKH\ DUH
HLWKHU LVRODWHG RU FDQQRW EH H[SHFWHG WR RFFXU DJDLQ ZLWK DQ\
UHJXODULW\RUSUHGLFWDELOLW\DQGWKHUHIRUH0DQDJHPHQWEHOLHYHVWKDW
WKH\ DUH QRW LQGLFDWLYH RI WKH QRUPDO RSHUDWLQJ JDLQV DQG ORVVHV
7KHVHLQFOXGHIRUH[DPSOHJDLQVRUORVVHVIURPLWHPVVXFKDVWKH
VDOH RI D EXVLQHVV RU UHDO HVWDWH JDLQV RU ORVVHV RQ VLJQLILFDQW
OLWLJDWLRQUHODWHGPDWWHUVDQGGLVFRQWLQXHGRSHUDWLRQV
6HSDUDWHO\ GLVFORVHG LWHPV DOVR LQFOXGH QRQFDVK DFFRXQWLQJ
FKDUJHV IRU VWRFN RSWLRQV ZDUUDQWV LPSDLUPHQW RI JRRGZLOO DQG
DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWV DFTXLUHG DV SDUW RI D EXVLQHVV
FRPELQDWLRQDVZHOODVLQFRPHIURPUHYHUVDORIVXFKFRVWVDVDOO
WKHVH WUDQVDFWLRQV DUH ZLWKRXW FDVK LPSDFW LQ WKH FRQVROLGDWHG
ILQDQFLDO VWDWHPHQWV )XUWKHUPRUH WKH DPRUWL]DWLRQ RI DFTXLUHG
LQWDQJLEOH DVVHWV LV LQFOXGHG EHFDXVH D VLJQLILFDQW SRUWLRQ RI WKH
SXUFKDVH SULFH IRU DFTXLVLWLRQV PD\ EH DOORFDWHG WR LQWDQJLEOH
DVVHWV
/DVWO\GLVFRQWLQXHGRSHUDWLRQVDUHGLVFORVHGVHSDUDWHO\
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 5HFRJQLWLRQRILQFRPHDQGH[SHQVHV

2WKHU LQFRPH LV UHFRJQL]HG ZKHQ WKH IXWXUH LQIORZ RI HFRQRPLF
EHQHILWV IURP WKH WUDQVDFWLRQ FDQ EH PHDVXUHG UHOLDEO\ DQG ZDV
UHFHLYHGE\WKHFRPSDQ\GXULQJWKHUHSRUWLQJSHULRG

 ,QFRPHIURPUHYHUVDORIVXFKFRVWV



0DQDJHPHQWEHOLHYHVWKDWWKHVHSDUDWHGLVFORVXUHRIWKHVHLWHPV
HQKDQFHV LQYHVWRUV  XQGHUVWDQGLQJ RI WKH FRPSDQ\¶V FRUH
RSHUDWLQJ UHVXOWV DQG IXWXUH SURVSHFWV DQG DOORZV EHWWHU
FRPSDULVRQVRIRSHUDWLQJUHVXOWVWKDWDUHFRQVLVWHQWRYHUWLPHDQG
ZLWKSHHUFRPSDQLHV6HSDUDWHO\GLVFORVHGLWHPVDUHQRWGHILQHG
E\,)56DQGDUHEDVHGRQPDQDJHPHQW¶VMXGJHPHQW

,QFRPHDQGH[SHQVHVDUHQRWRIIVHWXQOHVVJDLQVDQGORVVHVDULVLQJ
IURPDJURXSRIVLPLODUWUDQVDFWLRQVXQOHVVWKH\DUHPDWHULDO)RU
WKLV UHDVRQ JDLQV DQG ORVVHV IURP IRUHLJQ FXUUHQF\ WUDQVDFWLRQV
DQG UHYDOXDWLRQV DUH QRW RIIVHW DQG VKRZQ VHSDUDWHO\ LQ RWKHU
RSHUDWLQJLQFRPHDQGRWKHURSHUDWLQJH[SHQVHV

RIWKH6$5V$Q\FKDQJHVLQWKHOLDELOLW\DUHUHFRJQL]HGLQSURILWRU
ORVV
6WRFNRSWLRQSURJUDP
7KHIDLUYDOXHRIVWRFNRSWLRQVZKLFKDUHJUDQWHGWRHPSOR\HHVDQG
ZKLFKDUHVHWWOHGLQVKDUHVLQ51760HGLD19LVUHFRJQL]HGDV
DQH[SHQVHZLWKDFRUUHVSRQGLQJLQFUHDVHLQFDSLWDOUHVHUYHV7KH
H[SHQVHVDUHUHFRUGHGRYHUWKHYHVWLQJSHULRGWKHWLPHLQZKLFK
WKH HPSOR\HHV EHFRPH XQFRQGLWLRQDOO\ HQWLWOHG WR WKH ULJKW WR
DFTXLUHVKDUHVLQWKHSDUHQWFRPSDQ\DWDIL[HGSULFH7KHIDLUYDOXH
RIWKHRSWLRQVLVQRWUHPHDVXUHGEXWFKDQJHVLQWKHHPSOR\HHV¶
VWUXFWXUHGXULQJWKHYHVWLQJSHULRGDUHUHFRJQL]HGLQSURILWRUORVV
$IRUIHLWXUHRIRSWLRQVDIWHUWKH\KDYHYHVWHGKDVQRHIIHFWRQWKH
*URXSDFFRXQWV
'HILQHGFRQWULEXWLRQSODQ
7KH *URXS SHULRGLFDOO\ FRQWULEXWHV WR SHQVLRQ SODQV RSHUDWHG E\
JRYHUQPHQWDO RU SULYDWH FRPSDQLHV DQG UHFRJQLVHV UHODWHG
H[SHQVHV ZKLOH WKH HPSOR\HHV DUH HPSOR\HG 7KH FRQWULEXWLRQ
PDGHE\WKHFRPSDQ\LQH[FHVVRIWKHUHTXLUHGIXQGLQJDPRXQWLV
UHFRUGHG DV SHQVLRQ DVVHW ZKHUHDV WKH FRQWULEXWLRQ DPRXQW WKDW
IDOOVVKRUWRIWKHUHTXLUHGIXQGLQJDPRXQWLVUHFRUGHGDVSHQVLRQ
OLDELOLWLHV
'HILQHGEHQHILWSODQ
7KH FRVW RI SURYLGLQJ EHQHILWV XQGHU WKH GHILQHG EHQHILW SODQ LV
GHWHUPLQHG XVLQJ WKH SURMHFWHG XQLW FUHGLW PHWKRG 5H
PHDVXUHPHQWVFRPSULVLQJRIDFWXDULDOJDLQVDQGORVVHVUHVXOWLQJ
VROHO\IURPFKDQJHVLQDFWXDULDOSDUDPHWHUVWKHHIIHFWRIWKHDVVHW
FHLOLQJH[FOXGLQJQHWLQWHUHVW QRWDSSOLFDEOHWRWKHFRPSDQ\ DQG
WKHUHWXUQRQSODQDVVHWV H[FOXGLQJQHWLQWHUHVW DUHUHFRJQL]HG
LPPHGLDWHO\ LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ ZLWK D
FRUUHVSRQGLQJGHELWRUFUHGLWWRUHWDLQHGHDUQLQJVWKURXJK2&,LQ
WKH SHULRG LQ ZKLFK WKH\ RFFXU 5HPHDVXUHPHQWV DUH QRW
UHFODVVLILHGWRSURILWRUORVVLQVXEVHTXHQWSHULRGV
3DVWVHUYLFHFRVWVDUHUHFRJQL]HGLQSURILWRUORVVRQWKHHDUOLHURI
 7KHGDWHRIWKHSODQDPHQGPHQWRUFXUWDLOPHQWDQG
 7KHGDWHWKDWWKHFRPSDQ\UHFRJQL]HVUHVWUXFWXULQJUHODWHG
FRVWV
1HWLQWHUHVWLVFDOFXODWHGE\DSSO\LQJWKHGLVFRXQWUDWHWRWKHQHW
GHILQHG EHQHILW OLDELOLW\ RU DVVHW 7KH FRPSDQ\ UHFRJQLVHV WKH
IROORZLQJ FKDQJHV LQ WKH QHW GHILQHG EHQHILW REOLJDWLRQ XQGHU
SHUVRQQHOFRVW
 6HUYLFHFRVWVFRPSULVLQJFXUUHQWVHUYLFHFRVWVSDVW
VHUYLFHFRVWVJDLQVDQGORVVHVRQFXUWDLOPHQWVDQGQRQ
URXWLQHVHWWOHPHQWV

 3HUVRQQHOFRVWV

0DQDJHPHQW SHULRGLFDOO\ HYDOXDWHV SRVLWLRQV WDNHQ LQ WKH WD[
UHWXUQVZLWKUHVSHFWWRVLWXDWLRQVLQZKLFKDSSOLFDEOHWD[UHJXODWLRQV
DUH VXEMHFW WR LQWHUSUHWDWLRQ DQG HVWDEOLVKHV SURYLVLRQV ZKHUH
DSSURSULDWH
'HIHUUHGWD[HV
'HIHUUHGWD[HVDUHUHFRJQL]HGWRDFFRXQWIRUWKHIXWXUHWD[HIIHFWV
RI WHPSRUDU\ GLIIHUHQFHV EHWZHHQ WKH WD[ EDVHV RI DVVHWV DQG
OLDELOLWLHV DQG WKHLU FDUU\LQJ DPRXQWV LQ WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV DQG IRU WD[ ORVV FDUU\IRUZDUGV XVLQJ WKH OLDELOLW\
PHWKRG'HIHUUHGWD[HVDUHPHDVXUHGRQWKHEDVLVRIWKHWD[ODZV
DOUHDG\ HQDFWHG RU VXEVWDQWLDOO\ HQDFWHG IRU WKRVH ILVFDO \HDUV LQ
ZKLFKLWLVSUREDEOHWKDWWKHGLIIHUHQFHVZLOOUHYHUVHRUWKHWD[ORVV
FDUU\IRUZDUGVFDQEHXWLOLVHG'HIHUUHGWD[DVVHWVDUHUHFRJQL]HG
IRUWHPSRUDU\GLIIHUHQFHVRUWD[ORVVFDUU\IRUZDUGVRQO\ZKHQWKH
DELOLW\WRXWLOL]HWKHPLQWKHQHDUIXWXUHDSSHDUVWREHUHDVRQDEO\
FHUWDLQ 'HIHUUHG WD[HV DUH DOVR UHFRJQL]HG IRU WHPSRUDU\
GLIIHUHQFHVUHVXOWLQJIURPWKHIDLUYDOXHPHDVXUHPHQWRIDVVHWVDQG
OLDELOLWLHVREWDLQHGWKURXJKEXVLQHVVFRPELQDWLRQV'HIHUUHGWD[HV
UHODWLQJWRJRRGZLOODUHUHFRJQL]HGIRUWHPSRUDU\GLIIHUHQFHVRQO\
ZKHQWKHJRRGZLOOFDQEHXWLOL]HGIRUWD[SXUSRVHV
'HIHUUHGWD[DVVHWVDQGGHIHUUHGWD[OLDELOLWLHVDUHRIIVHWLIDOHJDOO\
HQIRUFHDEOHULJKWH[LVWVWRVHWRIIFXUUHQWWD[DVVHWVDJDLQVWFXUUHQW
LQFRPHWD[OLDELOLWLHVDQGGHIHUUHGWD[HVUHODWHGWRWKHVDPHWD[DEOH
HQWLW\DQGWKHVDPHWD[DWLRQDXWKRULW\
 ,QWDQJLEOHDVVHWV
3XUFKDVHG LQWDQJLEOH DVVHWV DUH PHDVXUHG DW FRVW ,QWDQJLEOH
DVVHWVWKDWKDYHDGHWHUPLQDEOHXVHIXOOLIHDUHDPRUWL]HGRYHUWKHLU
H[SHFWHGXVHIXOOLYHVXVLQJWKHVWUDLJKWOLQHPHWKRGVWDUWLQJIURP
WKHWLPHZKHQWKH\EHFRPHDYDLODEOHIRUXVHE\WKH*URXS
([SHQGLWXUHRQUHVHDUFKDFWLYLWLHVLVUHFRJQL]HGLQSURILWRUORVVDV
LQFXUUHG
'HYHORSPHQWH[SHQGLWXUHLVFDSLWDOL]HGRQO\LIWKHH[SHQGLWXUHFDQ
EHPHDVXUHGUHOLDEO\WKHSURGXFWLVWHFKQLFDOO\DQGFRPPHUFLDOO\
IHDVLEOH IXWXUH HFRQRPLF EHQHILWV DUH SUREDEOH DQG WKH *URXS
LQWHQGVWRDQGKDVVXIILFLHQWUHVRXUFHVWRFRPSOHWHGHYHORSPHQW
DQGWRXVHRUVHOOWKHDVVHW2WKHUZLVHLWLVUHFRJQL]HGLQSURILWRU
ORVV DV LQFXUUHG 6XEVHTXHQW WR LQLWLDO UHFRJQLWLRQ GHYHORSPHQW
H[SHQGLWXUHLVPHDVXUHGDWFRVWOHVVDFFXPXODWHGDPRUWL]DWLRQDQG
DQ\DFFXPXODWHGLPSDLUPHQWORVVHV
%RUURZLQJ FRVWV ZKLFK DUH GLUHFWO\ DVVRFLDWHG ZLWK WKH
GHYHORSPHQW RI VRIWZDUH WKDW WDNHV D VXEVWDQWLDO SHULRG RI WLPH
TXDOLI\LQJDVVHWV DUHLQFOXGHGLQWKHFRVWRISURGXFWLRQXQWLOWKH
DVVHWVLQTXHVWLRQDUHUHDG\IRUWKHLULQWHQGHGXVH
7KHGHWDLOVRIDPRUWLVDWLRQDUHDVIROORZV

 1HWLQWHUHVWH[SHQVHRULQFRPH

6KRUWWHUPSHUVRQQHOFRVWV
6KRUWWHUPSHUVRQQHOFRVWVDUHH[SHQVHGDVWKHUHODWHGVHUYLFHLV
SURYLGHG $ OLDELOLW\ LV UHFRJQL]HG IRU WKH DPRXQW H[SHFWHG WR EH
SDLGLIWKH*URXSKDVDSUHVHQWOHJDORUFRQVWUXFWLYHREOLJDWLRQWR
SD\WKLVDPRXQWDVDUHVXOWRISDVWVHUYLFHE\WKHHPSOR\HHDQGWKH
REOLJDWLRQFDQEHHVWLPDWHGUHOLDEO\
6KDUHDSSUHFLDWLRQULJKWV 6$5V 
7KH IDLU YDOXH RI WKH DPRXQW SD\DEOH WR HPSOR\HHV LQ UHVSHFW RI
VKDUH DSSUHFLDWLRQ ULJKWV 6$5V  ZKLFK DUH VHWWOHG LQ FDVK LV
UHFRJQL]HG DV DQ H[SHQVH ZLWK D FRUUHVSRQGLQJ LQFUHDVH LQ
OLDELOLWLHV RYHU WKH SHULRG GXULQJ ZKLFK WKH HPSOR\HHV EHFRPH
XQFRQGLWLRQDOO\HQWLWOHGWRSD\PHQW7KHOLDELOLW\LVUHPHDVXUHGDW
HDFKUHSRUWLQJGDWHDQGDWVHWWOHPHQWGDWHEDVHGRQWKHIDLUYDOXH
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 ,QFRPHWD[

6RIWZDUH
&XVWRPHU
FRQWUDFWV
'LJLWDOFRQWHQW
'HYHORSPHQW
FRVWV
'HYHORSPHQW
FRVWV
2WKHUV

,QFRPH WD[ H[SHQVH FRPSULVHV FXUUHQW DQG GHIHUUHG WD[ ,W LV
UHFRJQL]HG LQ SURILW RU ORVV H[FHSW WR WKH H[WHQW WKDW LW UHODWHV WR
LWHPVUHFRJQL]HGGLUHFWO\LQHTXLW\RULQ2&,
&XUUHQWLQFRPHWD[
&XUUHQWLQFRPHWD[DVVHWVDQGOLDELOLWLHVIRUWKHFXUUHQWSHULRGDUH
PHDVXUHGDWWKHDPRXQWH[SHFWHGWREHUHFRYHUHGIURPRUSDLGWR
WKHWD[DWLRQDXWKRULWLHV7KHWD[UDWHVDQGWD[ODZVXVHGWRFRPSXWH
WKHDPRXQWDUHWKRVHWKDWDUHHQDFWHGRUVXEVWDQWLDOO\HQDFWHGDW
WKHUHSRUWLQJGDWHLQWKHFRXQWULHVZKHUHWKH*URXSRSHUDWHVDQG
JHQHUDWHVWD[DEOHLQFRPH
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*RRGZLOO

8VHIXOOLIH
LQ\HDUV

&RQWUDFW
3HULRG


$PRUWL]DWLRQ
PHWKRGXVHG
6WUDLJKW/LQH

,QWHUQDOO\
JHQHUDWHG
$FTXLUHG

6WUDLJKW/LQH

$FTXLUHG

6WUDLJKW/LQH

$FTXLUHG



6WUDLJKW/LQH

$FTXLUHG
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6WUDLJKW/LQH
,PSDLUPHQW
7HVW



,QWHUQDOO\
JHQHUDWHG
$FTXLUHG
$FTXLUHG
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,QWDQJLEOHDVVHWVZLWKDQLQGHILQLWHXVHIXOOLIHVXFKDVJRRGZLOODUH
QRWDPRUWL]HG$WWKHUHSRUWLQJGDWHWKHXVHRIWKHVHDVVHWVE\WKH
*URXSLVQRWOLPLWHGE\DQ\HFRQRPLFRUOHJDOUHVWULFWLRQV
$Q LQWDQJLEOH DVVHW LV GHUHFRJQL]HG XSRQ GLVSRVDO RU ZKHQ QR
IXWXUH HFRQRPLF EHQHILWV DUH H[SHFWHG IURP LWV XVH RU GLVSRVDO
*DLQV RU ORVVHV DULVLQJ IURP GHUHFRJQLWLRQ FDOFXODWHG DV WKH
GLIIHUHQFH EHWZHHQ WKH QHW GLVSRVDO SURFHHGV DQG WKH FDUU\LQJ
DPRXQWRIWKHDVVHWV DUHUHFRJQL]HGLQWKHLQFRPHVWDWHPHQW
 3URSHUW\DQGHTXLSPHQW
3URSHUW\DQGHTXLSPHQWDUHPHDVXUHGDWFRVWDQGDUHGHSUHFLDWHG
RYHUWKHLUH[SHFWHGXVHIXOOLYHVXVLQJWKHVWUDLJKWOLQHPHWKRG)RU
SXUSRVHVRIGHSUHFLDWLRQWKHIROORZLQJXVHIXOOLYHVDUHDSSOLHG

/HDVHKROGVLPSURYHPHQWV
2WKHURSHUDWLRQDODQG
RIILFHHTXLSPHQW

8VHIXOOLIHLQ
\HDUV


'HSUHFLDWLRQ
PHWKRGXVHG
6WUDLJKW/LQH



6WUDLJKW/LQH

3URSHUW\DQGHTXLSPHQWDUHGHUHFRJQL]HGXSRQGLVSRVDORUZKHQ
QRIXWXUHHFRQRPLFEHQHILWVDUHH[SHFWHGIURPLWVXVHRUGLVSRVDO
$Q\ JDLQV RU ORVVHV RQ WKH GLVSRVDO RI SURSHUW\ DQG HTXLSPHQW
FDOFXODWHG DV WKH GLIIHUHQFH EHWZHHQ WKH QHW GLVSRVDO SURFHHGV
DQG WKH FDUU\LQJ DPRXQW RI WKH DVVHWV  DUH UHFRJQL]HG LQ WKH
LQFRPHVWDWHPHQW
 /HDVHV
7KH GHWHUPLQDWLRQ RI ZKHWKHU DQ DUUDQJHPHQW LV RU FRQWDLQV D
OHDVHLVEDVHGRQWKHVXEVWDQFHRIWKHDUUDQJHPHQWDWLQFHSWLRQ
GDWH ZKHWKHU IXOILOPHQW RI WKH DUUDQJHPHQW LV GHSHQGHQW RQ WKH
XVHRIDVSHFLILFDVVHWRUDVVHWVRUWKHDUUDQJHPHQWFRQYH\VDULJKW
WRXVHWKHDVVHWHYHQLIWKDWULJKWLVQRWH[SOLFLWO\VSHFLILHGLQDQ
DUUDQJHPHQW
7KH*URXSFODVVLILHVDQGDFFRXQWVIRUOHDVHVDVHLWKHUDILQDQFHRU
RSHUDWLQJOHDVHGHSHQGLQJRQWKHWHUPV/HDVHVZKHUHWKH*URXS
DVVXPHVVXEVWDQWLDOO\DOORIWKHULVNVDQGUHZDUGVRIRZQHUVKLSDUH
FODVVLILHG DV ILQDQFH OHDVHV $OO RWKHU OHDVHV DUH FODVVLILHG DV
RSHUDWLQJOHDVHV
/HDVH REOLJDWLRQV XQGHU RSHUDWLQJ OHDVHV DUH UHFRJQL]HG DV DQ
H[SHQVH RQ D VWUDLJKWOLQH EDVLV RYHU WKH WHUP RI WKH OHDVH
&RQWLQJHQWUHQWVDUHFKDUJHGDVH[SHQVHVLQWKHSHULRGVLQZKLFK
WKH\DUHLQFXUUHG
$V SHU WKH UHSRUWLQJ GDWH WKH *URXS KDV QRW HQWHUHG LQWR OHDVH
FRQWUDFWVWKDWTXDOLI\DVILQDQFHOHDVH
 ,PSDLUPHQWRILQWDQJLEOHDVVHWVDQGSURSHUW\DQG
HTXLSPHQW
7KH *URXS DVVHVVHV DW HDFK UHSRUWLQJ GDWH ZKHWKHU WKHUH LV DQ
LQGLFDWLRQWKDWDQDVVHWPD\EHLPSDLUHG,IDQ\LQGLFDWLRQH[LVWVRU
ZKHQDQQXDOLPSDLUPHQWWHVWLQJIRUDQDVVHWLVUHTXLUHGWKH*URXS
HVWLPDWHVWKHDVVHW¶VUHFRYHUDEOHDPRXQW$QDVVHW¶VUHFRYHUDEOH
DPRXQWLVWKHKLJKHURIDQDVVHW¶VRUFDVKJHQHUDWLQJXQLW¶V &*8 
IDLU YDOXH OHVV FRVWV RI GLVSRVDO DQG LWV YDOXH LQ XVH DQG LV
GHWHUPLQHG IRU DQ LQGLYLGXDO DVVHW XQOHVV WKH DVVHW GRHV QRW
JHQHUDWHFDVKLQIORZVWKDWDUHODUJHO\LQGHSHQGHQW RIWKRVHIURP
RWKHUDVVHWVRUJURXSVRIDVVHWV:KHQWKHFDUU\LQJDPRXQWRIDQ
DVVHW RU &*8 H[FHHGV LWV UHFRYHUDEOH DPRXQW WKH DVVHW LV
FRQVLGHUHGLPSDLUHGDQGLVZULWWHQGRZQWRLWVUHFRYHUDEOHDPRXQW
,QDVVHVVLQJWKHYDOXHLQXVHWKHHVWLPDWHGIXWXUHFDVKIORZVDUH
GLVFRXQWHGWRWKHLUSUHVHQWYDOXHXVLQJDSUHWD[GLVFRXQWUDWHWKDW
UHIOHFWVFXUUHQWPDUNHWDVVHVVPHQWVRIWKHWLPHYDOXHRIPRQH\DQG
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WKHULVNVVSHFLILFWRWKHDVVHW,QGHWHUPLQLQJIDLUYDOXHOHVVFRVWV
RI GLVSRVDO UHFHQW PDUNHW WUDQVDFWLRQV DUH WDNHQ LQWR DFFRXQW LI
DYDLODEOH,IQRVXFKWUDQVDFWLRQVFDQEHLGHQWLILHGDQDSSURSULDWH
YDOXDWLRQPRGHOLVXVHG
*RRGZLOODQGLQWDQJLEOHDVVHWVZLWKDQLQGHILQLWHXVHIXOOLIHDUHQRW
DPRUWL]HG EXW ZLOO EH WHVWHG IRU LPSDLUPHQW DQQXDOO\ DQG ZKHQ
FLUFXPVWDQFHVLQGLFDWHWKDWWKH\PD\EHLPSDLUHG
$ SUHYLRXVO\ UHFRJQL]HG LPSDLUPHQW ORVV IRU DVVHWV H[FOXGLQJ
JRRGZLOO ZLOO EH UHYHUVHG ZKHQ WKH UHFRYHUDEOH DPRXQW H[FHHGV
WKHFDUU\LQJDPRXQWRIWKHDVVHWDJDLQ7KHUHYHUVDOLVOLPLWHGWR
WKH DPRXQW ZKLFK ZRXOG KDYH UHVXOWHG LI SUHYLRXV LPSDLUPHQW
ORVVHVKDGQRWEHHQUHFRJQL]HG$UHFRJQL]HGLPSDLUPHQWORVVLQ
JRRGZLOOZLOOQRWEHUHYHUVHG

DFTXLVLWLRQDQGIHHVRUFRVWVWKDWDUHDQLQWHJUDOSDUWRIWKHHIIHFWLYH
LQWHUHVWUDWH7KHHIIHFWLYHLQWHUHVWUDWHDPRUWL]DWLRQLVLQFOXGHGLQ
ILQDQFHFRVWVLQWKHLQFRPHVWDWHPHQW

,QIRUPDWLRQ UHJDUGLQJ WKH FDUU\LQJ DPRXQWV GHWHUPLQHG ZLWK WKH
XVHRIHVWLPDWHVFDQEHIRXQGLQWKHFRPPHQWVRQWKHVSHFLILFOLQH
LWHPV

&RPSRXQGILQDQFLDOLQVWUXPHQWVOLNHFRQYHUWLEOHERQGVORZLQWHUHVW
VKDUHKROGHU ORDQV ZKLFK LQFOXGH D OLDELOLW\ DV ZHOO DV DQ HTXLW\
FRPSRQHQWDUHUHFRJQL]HGVHSDUDWHO\ZLWKHDFKFRPSRQHQW7KH
HTXLW\LVWKHUHPDLQGHURIWKHIDLUYDOXHRIWKHZKROHLQVWUXPHQWDW
LVVXHGDWHOHVVWKHIDLUYDOXHRIWKHOLDELOLW\FRPSRQHQWGHWHUPLQHG
E\DSSO\LQJPDUNHWLQWHUHVWUDWHIRUFRPSDUDEOHGHEW ZLWKRXWDQ\
HTXLW\FRPSRQHQW7UDQVDFWLRQFRVWVRQWKHLVVXHRIVXFKILQDQFLDO
LQVWUXPHQWV DUH DOORFDWHG RQ D SUR UDWD EDVLV WR HDFK RI WKH
FRPSRQHQWVDQGUHVSHFWLYHO\GHGXFWHG

 0HDVXUHPHQWRIIDLUYDOXHV



 )LQDQFLDODVVHWVDQGOLDELOLWLHV
7KH *URXS¶V ILQDQFLDO DVVHWV DUH PDLQO\ FRPSRVHG RI FDVK DQG
FDVKHTXLYDOHQWVWUDGHDQGRWKHUUHFHLYDEOHVDQG RWKHUILQDQFLDO
DVVHWV)LQDQFLDOOLDELOLWLHVDUHPDLQO\FRPSRVHGRIWUDGHDQGRWKHU
SD\DEOHVDQGORDQVDQGERUURZLQJV
$ ILQDQFLDO DVVHW LV GHUHFRJQL]HG ZKHQ WKH FRQWUDFWXDO ULJKWV WR
UHFHLYHFDVKIORZVIURPWKH ILQDQFLDODVVHWKDYHH[SLUHGRUKDYH
EHHQWUDQVIHUUHGWRWKLUGSDUWLHVRUZKHQWKH*URXSKDVDVVXPHG
DFRQWUDFWXDOREOLJDWLRQWRSD\WKHUHFHLYHGFDVKIORZVLPPHGLDWHO\
WRDWKLUGSDUW\XQGHUZKLFKVXEVWDQWLDOO\DOOWKHULVNVDQGUHZDUGV
RU WKH SRZHU RI FRQWURO ZHUH WUDQVIHUUHG $ ILQDQFLDO OLDELOLW\ LV
GHUHFRJQL]HG ZKHQ WKH REOLJDWLRQ XQGHUO\LQJ WKH OLDELOLW\ LV
GLVFKDUJHGRUFDQFHOOHGRUKDVH[SLUHG


&DVKDQGFDVKHTXLYDOHQWV

7KHFDVKDQGFDVKHTXLYDOHQWVLQWKHVWDWHPHQWRIILQDQFLDOSRVLWLRQ
FRQVLVWRIFDVKLQEDQNVDQGFDVKRQKDQGDQGVKRUWWHUPGHSRVLWV
ZLWKDQRULJLQDOPDWXULW\RIWKUHHPRQWKVRUOHVV
)RU WKH SXUSRVH RI VWDWHPHQW RI FDVK IORZV FDVK DQG FDVK
HTXLYDOHQWV FRQVLVW RI FDVK DQG VKRUWWHUP GHSRVLWV DV GHILQHG
DERYH


/RDQVUHFHLYDEOHVDQGRWKHUILQDQFLDODVVHWV

8SRQ LQLWLDO UHFRJQLWLRQ ORDQV UHFHLYDEOHV DQG RWKHU ILQDQFLDO
DVVHWV DUH PHDVXUHG DW IDLU YDOXH SOXV WUDQVDFWLRQ FRVWV
6XEVHTXHQWO\ WKH\ DUH PHDVXUHG DW DPRUWL]HG FRVW DIWHU
GHGXFWLRQRIDQ\ZULWHGRZQVXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRG
$ZULWHGRZQLVWDNHQZKHQREMHFWLYHLQGLFDWLRQVVXJJHVWWKDWWKH
UHFHLYDEOHPD\QRWEHIXOO\FROOHFWLEOH6XFKDQLQGLFDWLRQPLJKWEH
WKH LQVROYHQF\ RU RWKHU FRQVLGHUDEOH ILQDQFLDO SUREOHPV RI WKH
GHEWRU7KHDPRXQWRIWKHZULWHGRZQLVPHDVXUHGDVWKHGLIIHUHQFH
EHWZHHQ WKH FDUU\LQJ DPRXQW RI WKH UHFHLYDEOH DQG WKH SUHVHQW
YDOXH RI WKH HVWLPDWHG IXWXUH FDVK IORZV IURP WKLV UHFHLYDEOH
GLVFRXQWHGE\XVLQJWKHRULJLQDOHIIHFWLYHLQWHUHVWUDWH:ULWHGRZQV
DUH FKDUJHG DJDLQVW LQFRPH ERWK LQ WKH IRUP RI DQ DFFRXQW IRU
DOORZDQFHV RQ GRXEWIXO DFFRXQWV DQG E\ PHDQV RI GLUHFW ZULWH
GRZQV7KHDFFRXQWIRUDOORZDQFHVRQGRXEWIXODFFRXQWVLVXVHG
IRU DOORZDQFHV RQ GRXEWIXO WUDGH UHFHLYDEOHV ,I LQ VXEVHTXHQW
SHULRGV WKH IDLU YDOXH KDV REMHFWLYHO\ ULVHQ WKH ZULWHGRZQV DUH
UHYHUVHGDQGUHFRJQL]HGLQLQFRPHLQWKHDSSURSULDWHDPRXQWV


%RUURZLQJVDQGRWKHUILQDQFLDOOLDELOLWLHV

%RUURZLQJV DQG RWKHU QRQGHULYDWLYH ILQDQFLDO OLDELOLWLHV DUH
PHDVXUHGDWDPRUWL]HGFRVWE\DSSOLFDWLRQRIWKHHIIHFWLYHLQWHUHVW
PHWKRG*DLQVDQGORVVHVDUHUHFRJQL]HGLQWKHLQFRPHVWDWHPHQW
ZKHQ WKH OLDELOLWLHV DUH GHUHFRJQL]HG DV ZHOO DV WKURXJK WKH
HIIHFWLYH LQWHUHVW UDWH DPRUWL]DWLRQ SURFHVV $PRUWL]HG FRVW LV
FDOFXODWHG E\ WDNLQJ LQWR DFFRXQW DQ\ GLVFRXQW RU SUHPLXP RQ
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&KDQJHVLQDFFRXQWLQJSROLFLHVDQG
GLVFORVXUHV

)XUWKHUGHIHUUHGWD[DVVHWVDQGGHIHUUHGWD[OLDELOLWLHVKDYHEHHQ
RIIVHWDVWKH*URXSKDVDOHJDOO\HQIRUFHDEOHULJKWWRVHWRIIFXUUHQW
WD[DVVHWVDJDLQVWFXUUHQWWD[OLDELOLWLHVDQGWKHGHIHUUHGWD[DVVHWV
DQG OLDELOLWLHV UHODWH WR LQFRPH WD[HV OHYLHG E\ WKH VDPH WD[DWLRQ
DXWKRULW\RQWKHVDPHWD[DEOHHQWLW\,QDGGLWLRQWKH*URXSFHDVHG
WR SUHVHQW VHFXULW\ GHSRVLWV DV D VLQJOH OLQH LWHP LQ QRQFXUUHQW
DVVHWVVLQFHWKHDPRXQWLVQRORQJHUPDWHULDODQGDUHFRJQLWLRQLQ
QRQFXUUHQWILQDQFLDODVVHWVLVFRQVLGHUHGWRLQFUHDVHFODULW\7KH
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DV RI 'HFHPEHU  ZDV
DPHQGHGDFFRUGLQJO\
7KHEDODQFHVKHHWZDVDPHQGHGE\DVLQJOHOLQHLWHPVKRUWWHUP
HPSOR\HHEHQHILWVOLDELOLW\LQRUGHUWRLQFUHDVHFODULW\%HIRUHWKDW
VKRUWWHUP HPSOR\HH EHQHILWV OLDELOLWLHV ZHUH LQFOXGHG LQ RWKHU
FXUUHQW OLDELOLWLHV (85N  DQG SURYLVLRQV (85N  7KH
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DV RI 'HFHPEHU  ZDV
DPHQGHGDFFRUGLQJO\)XUWKHUDOODFFUXDOVWKDWZHUHLQFOXGHG LQ
SURYLVLRQVDVRI'HFHPEHU (85N ZHUHUHFODVVLILHG
WRWUDGHDQGRWKHUSD\DEOHV
&DVKIORZVLQFRQQHFWLRQZLWKWKHYLUWXDOVKDUHSURJUDPWKDWZDV
DVVXPHGGXULQJWKHFRXUVHRIWKHDFTXLVLWLRQRI)\EHUDUHHQWLUHO\
LQFOXGHGLQFDVKIORZIURPRSHUDWLQJDFWLYLWLHV7KDWXQGHUOLQHVWKH
RYHUDOO QHXWUDOLW\ RI WKHFDVK IORZV IURP WKH *URXS¶V SHUVSHFWLYH
%HIRUH WKH FKDQJH FDVK RXWIORZV WR HPSOR\HHV RI )\EHU ZHUH
SUHVHQWHGLQWKHQHWFDVKIORZIURPRSHUDWLQJDFWLYLWLHVDQGFDVK
LQIORZVIURPWKHUHLPEXUVHPHQWE\WKHVHOOHURI)\EHUZDVVKRZQ
DVGLVLQYHVWPHQWRIWKHUHLPEXUVHPHQWFODLPLQWKHFDVKIORZIURP
LQYHVWLQJDFWLYLWLHV



$FFRXQWLQJHVWLPDWHVDQGDVVXPSWLRQV

7KHSUHSDUDWLRQRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVUHTXLUHV
PDQDJHPHQW WR PDNH HVWLPDWHV DQG DVVXPSWLRQV WKDW DIIHFW WKH
SUHVHQWDWLRQRIDVVHWV DQGOLDELOLWLHVWKHGLVFORVXUHRIFRQWLQJHQW
DVVHWVDQGOLDELOLWLHVDWWKHGDWHRIWKHILQDQFLDOVWDWHPHQWVDVZHOO
DVWKHUHSRUWHGDPRXQWVDQGSUHVHQWDWLRQRILQFRPHDQGH[SHQVHV
GXULQJWKHSHULRG7KH*URXSEDVHGLWVDVVXPSWLRQVDQGHVWLPDWHV
RQ SDVW H[SHULHQFH DQG RQ RWKHU IDFWRUV LQFOXGLQJ WKH SUHYDLOLQJ
HFRQRPLF HQYLURQPHQW DYDLODEOH ZKHQ WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV ZHUH SUHSDUHG ([LVWLQJ FLUFXPVWDQFHV DQG
DVVXPSWLRQV DERXW IXWXUH GHYHORSPHQWV KRZHYHU PD\ FKDQJH
GXHWRPDUNHWFKDQJHVRUFLUFXPVWDQFHVDULVLQJEH\RQGWKHFRQWURO
RI WKH *URXS $FWXDO DPRXQWV PD\ GLIIHU IURP WKHVH HVWLPDWHV
XQGHU GLIIHUHQW DVVXPSWLRQV DQG FRQGLWLRQV 7KH HVWLPDWHV DQG
DVVXPSWLRQV WKDW KDYH D VLJQLILFDQW ULVN RI FDXVLQJ D PDWHULDO
DGMXVWPHQWWRWKHFDUU\LQJDPRXQWVRIDVVHWVDQGOLDELOLWLHVZLWKLQ
WKHQH[WILQDQFLDO\HDUDUHGLVFXVVHGEHORZ
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$ QXPEHU RI DFFRXQWLQJ SROLFLHV DQG GLVFORVXUHV UHTXLUH WKH
GHWHUPLQDWLRQRIWKHIDLUYDOXHRIWKH*URXSIRUILQDQFLDODQGQRQ
ILQDQFLDODVVHWVDQGOLDELOLWLHV
7RGHWHUPLQHWKHIDLUYDOXHRIDVVHWVDQGOLDELOLWLHVWKH*URXSXVHV
REVHUYDEOHPDUNHWGDWDDVIDUDVSRVVLEOH,IVXFKLQSXWVDUHQRW
DYDLODEOHWKHPDQDJHPHQWGHILQHVDSSURSULDWHYDOXDWLRQPHWKRGV
DQG LQSXW SDUDPHWHUV %DVHG RQ WKH LQSXWV XVHG LQ WKH YDOXDWLRQ
WHFKQLTXHVWKHIDLUYDOXHVDUHFODVVLILHGLQGLIIHUHQWOHYHOVLQWKHIDLU
YDOXHKLHUDUFK\
 /HYHOTXRWHGSULFHV XQDGMXVWHG LQDFWLYHPDUNHWVIRU
LGHQWLFDODVVHWVRUOLDELOLWLHV
 /HYHOLQSXWVRWKHUWKDQTXRWHGSULFHVLQFOXGHGLQ/HYHO
WKDWDUHREVHUYDEOHIRUWKHDVVHWRUOLDELOLW\HLWKHUGLUHFWO\
LHDVSULFHV RULQGLUHFWO\ LHGHULYHGIURPSULFHV 
 /HYHOLQSXWVIRUWKHDVVHWRUOLDELOLW\WKDWDUHQRWEDVHG
RQREVHUYDEOHPDUNHWGDWD XQREVHUYDEOHLQSXWV 
,IWKHLQSXWVXVHGWRPHDVXUHWKHIDLUYDOXHRIDQDVVHWRUDOLDELOLW\
IDOOLQWRGLIIHUHQWOHYHOVRIWKHIDLUYDOXHKLHUDUFK\WKHQWKHIDLUYDOXH
PHDVXUHPHQWLVFDWHJRUL]HGLQLWVHQWLUHW\LQWKHVDPHOHYHORIWKH
IDLUYDOXHKLHUDUFK\DVWKHORZHVWOHYHOLQSXWWKDWLVVLJQLILFDQWWRWKH
HQWLUHPHDVXUHPHQW
7KH*URXSUHFRJQL]HVUHFODVVLILFDWLRQVLQGLIIHUHQWOHYHOVRIWKHIDLU
YDOXH KLHUDUFK\ DW WKH HQG RI WKH UHSRUWLQJ SHULRG LQ ZKLFK WKH
FKDQJHRFFXUUHG
 5HYHQXHUHFRJQLWLRQ
7KHUHFRJQLWLRQRIUHYHQXHLQYROYHVFHUWDLQHVWLPDWHVZLWKUHVSHFW
WR IRU LQVWDQFH GLVFRXQWV 7KH *URXS UHJXODUO\ UHYLHZV WKH
DSSURSULDWHQHVVRILWVDVVXPSWLRQV
 ,QWDQJLEOHDVVHWVRWKHUWKDQJRRGZLOO
0DQDJHPHQW XVHV DVVXPSWLRQV WR DVVHVV WKH WHFKQLFDO DQG
FRPPHUFLDOIHDVLELOLW\DQGWKHIXWXUHHFRQRPLFEHQHILWRILQWHUQDOO\
JHQHUDWHG VRIWZDUH DQG GLJLWDO FRQWHQW )XUWKHU HVWLPDWHV ZHUH
DSSOLHG E\ PHDVXULQJ WKH UHODWHG GHYHORSPHQW FRVWV DQG
GHWHUPLQLQJWKHXVHIXOOLYHV,QFDVHWKDWDQLPSDLUPHQWWHVWPLJKW
EH UHTXLUHG LQ DFFRUGDQFH ZLWK WKH DFFRXQWLQJ SROLFLHV
QRWH PDQDJHPHQWXVHVVLJQLILFDQWDVVXPSWLRQVRQZKLFK
WKHUHFRYHUDEOHDPRXQWLVEDVHG
 ,QFRPHWD[HV
8QFHUWDLQWLHVH[LVWZLWKUHVSHFWWRWKHLQWHUSUHWDWLRQRIFRPSOH[WD[
UHJXODWLRQV FKDQJHV LQ WD[ ODZV DQG WKH DPRXQW DQG WLPLQJ RI
IXWXUH WD[DEOH LQFRPH *LYHQ WKH ZLGH UDQJH RI LQWHUQDWLRQDO
EXVLQHVVUHODWLRQVKLSVDQGWKHORQJWHUPQDWXUHDQGFRPSOH[LW\RI
H[LVWLQJ FRQWUDFWXDO DJUHHPHQWV GLIIHUHQFHV DULVLQJ EHWZHHQ WKH
DFWXDOUHVXOWVDQGWKHDVVXPSWLRQVPDGHRUIXWXUHFKDQJHVWRVXFK
DVVXPSWLRQVFRXOGQHFHVVLWDWHIXWXUHDGMXVWPHQWVWRWD[LQFRPH
DQGH[SHQVHDOUHDG\UHFRUGHG7KH*URXSHVWDEOLVKHVSURYLVLRQV
EDVHG RQ UHDVRQDEOH HVWLPDWHV IRU SRVVLEOH FRQVHTXHQFHV RI
DXGLWVE\WKHWD[DXWKRULWLHVRIWKHUHVSHFWLYHFRXQWULHVLQZKLFKLW
RSHUDWHV 7KH DPRXQW RI VXFK SURYLVLRQV LV EDVHG RQ YDULRXV
IDFWRUV VXFK DV H[SHULHQFH RI SUHYLRXV WD[ DXGLWV DQG GLIIHULQJ
LQWHUSUHWDWLRQV RI WD[ UHJXODWLRQV E\ WKH WD[DEOH HQWLW\ DQG WKH
UHVSRQVLEOH WD[ DXWKRULW\ 6XFK GLIIHUHQFHV LQ LQWHUSUHWDWLRQ PD\
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DULVH IRU D ZLGH YDULHW\ RI LVVXHV GHSHQGLQJ RQ WKH FRQGLWLRQV
SUHYDLOLQJLQWKHUHVSHFWLYHGRPLFLOHRIWKH*URXSFRPSDQLHV

FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV IRU IROORZLQJ \HDUV LV XQGHU
DVVHVVPHQWE\WKH*URXS

0DQDJHPHQW MXGJPHQW LV UHTXLUHG WR GHWHUPLQH WKH DPRXQW RI
GHIHUUHGWD[HVWKDWFDQEHUHFRJQL]HGDQGZLWKUHVSHFWWRFKDQJHV
LQ WD[ ODZV DQG WKH DPRXQW DQG WLPLQJ RI IXWXUH WD[DEOH LQFRPH
7KHVH MXGJPHQWV DQG DVVXPSWLRQV DUH VXEMHFW WR ULVN DQG
XQFHUWDLQW\ KHQFH WKHUH LV D SRVVLELOLW\ WKDW FKDQJHV LQ
FLUFXPVWDQFHV ZLOO DOWHU H[SHFWDWLRQV ZKLFK PD\ LPSDFW WKH
DPRXQWRIGHIHUUHGWD[HVUHFRJQL]HGDQGWKHDPRXQWRIRWKHUWD[
ORVVHV DQG WHPSRUDU\ GLIIHUHQFHV QRW \HW UHFRJQL]HG ,Q VXFK
FLUFXPVWDQFHV WKH FDUU\LQJ DPRXQW RI UHFRJQL]HG GHIHUUHG WD[HV
PD\UHTXLUHDGMXVWPHQW

7KHVFRSHRIFRQVROLGDWLRQLQFOXGLQJ51760HGLD19DVSDUHQW
FRPSDQ\ FRPSULVHV WZHOYH IXOO\ FRQVROLGDWHG FRPSDQLHV 7KH
VXEVLGLDULHVDQGSDUWLFLSDWLRQVDUHDVIROORZV

(IIHFWLYHGDWH-DQXDU\
,)56 $PHQGHG ,$6 6DOHRU&RQWULEXWLRQRI$VVHWV
$PHQGHG 
EHWZHHQDQ,QYHVWRUDQGLWV
$VVRFLDWHRU-RLQW9HQWXUH
,)56 $PHQGHG 

 &RPSDQLHVLQFOXGHGLQWKHFRQVROLGDWHGILQDQFLDO
VWDWHPHQWV

$FFRXQWLQJIRU$FTXLVLWLRQVRI
,QWHUHVWVLQ-RLQW2SHUDWLRQV

1R

,)56

5HJXODWRU\'HIHUUDO$FFRXQWV



,$6 $PHQGHG 

'LVFORVXUH,QLWLDWLYH

0DQDJHPHQW XVHV MXGJHPHQW RQ ZKHWKHU DQG ZKHQ FRQWURO KDV
EHHQDFTXLUHGRYHUDQLQYHVWHH

,$6 $PHQGHG ,$6
$PHQGHG 

&ODULILFDWLRQRI$FFHSWDEOH
0HWKRGVRI'HSUHFLDWLRQDQG
$PRUWL]DWLRQ

3OHDVHUHIHUWRQRWHIRUWKHMXGJHPHQWDQGWKHNH\DVVXPSWLRQV
XVHGLQWKHSXUFKDVHSULFHDOORFDWLRQ

,$6 $PHQGPHQWV 

(TXLW\0HWKRGLQ6HSDUDWH
)LQDQFLDO6WDWHPHQWV

 3XUFKDVHSULFHDOORFDWLRQ

 ,PSDLUPHQWRIJRRGZLOO
$QQXDO,PSURYHPHQWVWR
,)56&\FOH

7KHJURXSWHVWVDQQXDOO\LIJRRGZLOOKDVVXIIHUHGDQ\LPSDLUPHQWLQ
DFFRUGDQFHZLWKWKHDFFRXQWLQJSROLFLHV QRWH 

,)56 $PHQGHG ,)56
 $PHQGHG ,$6
$PHQGHG 

 0HDVXUHPHQWRIUHFHLYDEOHVDQGQHFHVVDU\
LPSDLUPHQWV

(IIHFWLYHGDWH-DQXDU\
,)56
)LQDQFLDOLQVWUXPHQWV

,QGLYLGXDO UHFHLYDEOHV DQG DQ\ QHFHVVDU\ ZULWHGRZQV DUH
HVWLPDWHG DQG HYDOXDWHG RQ WKH EDVLV RI WKH LQGLYLGXDO FOLHQW¶V
FUHGLWZRUWKLQHVVFXUUHQWHFRQRPLFGHYHORSPHQWVDQGDQDQDO\VLV
RIKLVWRULFDOGHIDXOWV

,)56

 0HDVXUHPHQWRIFRPSRXQGILQDQFLDOLQVWUXPHQWV
7KH HTXLW\ FRPSRQHQW RI DQ\ VKDUHKROGHU ORDQ LV GHWHUPLQHG E\
GHGXFWLQJWKHIDLUYDOXHRIWKHILQDQFLDOOLDELOLW\IURPWKHIDLUYDOXH
RIWKHLQVWUXPHQWDVDZKROH0DQDJHPHQWMXGJHPHQWLVUHTXLUHG
WRDVVHVVPDUNHWLQWHUHVWUDWHIRUFRPSDUDEOHILQDQFLDOLQVWUXPHQWV



,QYHVWPHQW(QWLWLHV$SSO\LQJ
WKH&RQVROLGDWHG([FHSWLRQ

5HYHQXHIURP&RQWUDFWVZLWK
&XVWRPHUV

(IIHFWLYHGDWH-DQXDU\
,)56
/HDVHV





%LJ6WDU*OREDO&R/WG

5HSXEOLFRI
.RUHD





)DON5HDOWLPH/WG

8QLWHG.LQJGRP





)DON7HFKQRORJLHV
*PE+

*HUPDQ\





)\EHU*PE+

*HUPDQ\





)\EHU,QF

86$





)\EHU0HGLD*PE+

*HUPDQ\





5176*HUPDQ\+ROGLQJ
*PE+

*HUPDQ\





51760HGLD
'HXWVFKODQG*PE+

*HUPDQ\





6SRQVRU3D\..

-DSDQ



6SRQVRU3D\ .RUHD &R
/WG

+H\]DS,QF

7KH SODFHPHQW RI WKH ERQGV KDG EHHQ DSSURYHG E\ WKH
0DQDJHPHQW %RDUG 6XSHUYLVRU\ %RDUG DQG WKH VKDUHKROGHUV DW
WKHJHQHUDOPHHWLQJRIVKDUHKROGHUVRQ$SULO
7KHFRQYHUWLEOHERQGVVWDUWHGWRDFFUXHLQWHUHVWRQ-XO\
7KHVHWWOHPHQWRIWKHERQGVWRRNSODFHRQ$XJXVW,QWHUHVW
LQFRPHDQGH[SHQVHDFFUXHGEHWZHHQFORVLQJDQGVHWWOHPHQWZHUH
QHWWHGLQWKHLQFRPHVWDWHPHQW
7KHFRQYHUWLEOHERQGDVDFRPSRXQGILQDQFLDOLQVWUXPHQWZDVXSRQ
LQLWLDO UHFRJQLWLRQ VSOLW LQWR D OLDELOLW\ DQG DQ HTXLW\ FRPSRQHQW
UHVSHFWLYHO\7KHOLDELOLW\FRPSRQHQWZDVGHWHUPLQHGE\DVVXPLQJ
DPDUNHWLQWHUHVWUDWHRISD7UDQVDFWLRQFRVWVIRUWKHLVVXH
RI WKH ERQGV RI DERXW (85N UHODWLQJ SULPDULO\ WR IHHV
LQFXUUHG E\ WKH DFWLQJ /HDG 0DQDJHUV WR WKH WUDQVDFWLRQ ZHUH
DOORFDWHG WR WKH OLDELOLW\ DQG WKH HTXLW\ FRPSRQHQW RQ D SUR UDWD
EDVLV
7KHFRQYHUWLEOHERQGVZHUHVSOLWLQWRHTXLW\DQGOLDELOLW\DVIROORZV

5HSXEOLFRI
.RUHD



86$



,Q0D\WKH*URXSDFTXLUHG)DON5HDOWLPH/WGLQFOXGLQJLWV
VXEVLGLDU\ )DON 7HFKQRORJLHV *PE+ VHH QRWH  ,Q 1RYHPEHU
 5176 0HGLD &R /WG .RUHD ZKLFK ZDV GRUPDQW VLQFH
DEDQGRQLQJ WKH PRELOH JDPH SXEOLVKLQJ EXVLQHVV LQ HDUO\ 
ZDVVROG,Q-DQXDU\+H\]DS,QF86$ZDVDFTXLUHG VHH
QRWH  ,Q 0DUFK  DQ DJUHHPHQW KDV EHHQ VLJQHG WR IXOO\
DFTXLUH ,QQHUDFWLYH /WG ,VUDHO 7KH FORVLQJ RI WKLV WUDQVDFWLRQ LV
H[SHFWHGLQ43OHDVHUHIHUWRQRWHIRUIXUWKHUGHWDLOV

2Q-XO\51760HGLD19KDVSODFHGVHQLRUXQVHFXUHG
FRQYHUWLEOHERQGVRI(85PLOOLRQLQDJJUHJDWHSULQFLSDODPRXQW
GXH LQ  7KH ERQG SURFHHGV ZHUH XVHG IRU D UHSD\PHQW RI
H[LVWLQJ ORDQV )XUWKHU WKH IXQGV ZLOO EH XVHG WR ILQDQFH WKH
DFTXLVLWLRQRI+H\]DS,QF VHHQRWH DQG,QQHUDFWLYH,QF VHH
QRWH DVZHOODVJHQHUDOFRUSRUDWHSXUSRVHV

9DULRXVVWDQGDUGV

7KH IROORZLQJ RYHUYLHZ RXWOLQHV WKRVH 6WDQGDUGV DQG
,QWHUSUHWDWLRQV LVVXHG E\ WKH ,$6% DW 'HFHPEHU ZKLFK
KDYH QRW EHHQ DSSOLHG HDUO\ DV WKHLU DSSOLFDWLRQ LV HLWKHU QRW
PDQGDWRU\ RU HQGRUVHPHQW E\ WKH (XURSHDQ &RPPLVVLRQ LV VWLOO
SHQGLQJ 7KH SRWHQWLDO LPSDFW RI WKHVH VWDQGDUGV RQ WKH

7KHERQGVKDYHDQRPLQDODPRXQWRI(85HDFKDQG
DUH FRQYHUWLEOH LQWR F PLOOLRQ QHZ RUGLQDU\ VKDUHV RI WKH
&RPSDQ\UHSUHVHQWLQJXSWRFRIVKDUHFDSLWDOIROORZLQJD
IXOOFRQYHUVLRQ
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/LDELOLW\
FRPSRQHQW

7RWDO

3ULQFLSDO
7UDQVDFWLRQ
FRVWV













1HWSURFHHGV
'HIHUUHGWD[
OLDELOLWLHV






















7KHHTXLW\FRPSRQHQWLVUHFRJQL]HGLQRWKHUFDSLWDOUHVHUYHV QRWH
 
2XWRIWKHSURFHHGVWKH*URXSUHSDLGDOOVKDUHKROGHUORDQVIURP
6<6./WG/DUV:LQGKRUVW6DSLQGD$VLD/WGDQG6DSLQGD,QYHVW
6jUO DPRXQWLQJ LQ WRWDO WR (85N  LQFOXGLQJ DFFUXHG
LQWHUHVW
:LWK WKH LVVXH RI WKH FRQYHUWLEOH ERQGV QHW GHEW GHYHORSHG DV
IROORZV
1HWGHEWDQDO\VLV



'HF


'HF


 

(85N

(85N





























/RQJWHUPERUURZLQJV
6KRUWWHUPERUURZLQJV
$FFUXHGLQWHUHVWSD\DEOHRQ
FRQYHUWLEOHERQG

 ,VVXHRIFRQYHUWLEOHERQGVDQGQHWGHEW

9DULRXVVWDQGDUGV

(TXLW\
FRPSRQHQW

(85N

'HILQHG%HQHILW3ODQV
(PSOR\HHFRQWULEXWLRQV

 6WDQGDUGVLVVXHGEXWQRW\HWHIIHFWLYH

76

*HUPDQ\



1HZ DQG DPHQGHG VWDQGDUGV ZKLFK DUH HIIHFWLYH IRU DQQXDO
SHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\ZHUHDGRSWHGE\WKH
*URXS ZLWKRXW VLJQLILFDQW LPSDFW RQ WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVDVRI'HFHPEHU





$GYHUWLOH0RELOH*PE+



 1HZFXUUHQWO\HIIHFWLYHVWDQGDUGVDQGLQWHUSUHWDWLRQV

$QQXDO,PSURYHPHQWVWR,)56
&\FOH HQGRUVHGE\WKH(8DV
RI)HEUXDU\ 
$QQXDO,PSURYHPHQWVWR,)56
&\FOH


7KH1HWKHUODQGV

)XOO\FRQVROLGDWHGVXEVLGLDU\IURP-DQXDU\
RQZDUGV



1HZDQGDPHQGHGVWDQGDUGVDQG
LQWHUSUHWDWLRQV

,$6 $PHQGPHQW 

51760HGLD19










HTXLW\
LQWHUHVW

)XOO\FRQVROLGDWHGVXEVLGLDULHV

9DULRXVVWDQGDUGV

3OHDVHUHIHUWRQRWHIRUGHWDLOHGLQIRUPDWLRQRQHVWLPDWHVDQG
NH\DVVXPSWLRQVXVHGWRGHWHUPLQHWKHQHFHVVLW\RIDQLPSDLUPHQW
LQFOXGLQJDVHQVLWLYLW\DQDO\VLV

&RPSDQ\

&RXQWU\RI
LQFRUSRUDWLRQ

7KH ERQGV KDYH D QRPLQDO FRXSRQ RI  SD SD\DEOH VHPL
DQQXDOO\ LQ DUUHDUV 7KH LQLWLDO FRQYHUVLRQ SULFH ZDV VHW DW (85


&DVKDQGFDVKHTXLYDOHQWV




&XUUHQWILQDQFLDODVVHW KLJKO\OLTXLG 
1HWGHEW FDVK 




7KHFXUUHQWILQDQFLDODVVHWFDUULHGDVRI'HFHPEHUZDVD
GHSRVLW WKDW ZDV KHOG DW 6KDUG &DSLWDO 3DUWQHUV //3 ZKLFK ZDV
UHDGLO\DYDLODEOHDWVKRUWQRWLFHEXWGLGQRWTXDOLI\DVFDVKDQGFDVK
HTXLYDOHQWV
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 /LVWLQJXSJUDGH



7KH &RPSDQ\ KDV XSJUDGHG WKH OLVWLQJ DQG WUDGLQJ RI LWV VKDUHV
IURP WKH (852 07) RI WKH /X[HPERXUJ 6WRFN ([FKDQJH WR WKH
UHJXODWHG PDUNHW RI WKH )UDQNIXUW 6WRFN ([FKDQJH ZLWK
VLPXOWDQHRXV DGPLVVLRQ WR WKH VXEVHJPHQW RI WKH UHJXODWHG
PDUNHWZLWKDGGLWLRQDOSRVWDGPLVVLRQREOLJDWLRQV 3ULPH6WDQGDUG 
RIWKH)UDQNIXUW6WRFN([FKDQJH
7KHVKDUHVVWDUWHGWUDGLQJRQWKH3ULPH6WDQGDUGRIWKH)UDQNIXUW
6WRFN([FKDQJHRQ$XJXVW
$WWKHVDPHWLPHWKH&RPSDQ\ZLWKGUHZWKHVKDUHVIURPWUDGLQJ
RQWKH(XUR07)DQGOLVWLQJRQWKH2IILFLDO/LVWRIWKH/X[HPERXUJ
6WRFN([FKDQJH

*HQHUDOLQIRUPDWLRQ

,Q51760HGLDDFTXLUHGRIWKHVKDUHFDSLWDORI)DON
5HDOWLPH/WG ³)DON´ DIDVWJURZLQJPRELOHDGYHUWLVLQJWHFKQRORJ\
FRPSDQ\EDVHGLQ*HUPDQ\IRUDWRWDOFRQVLGHUDWLRQRI(85
PLOOLRQHIIHFWLYH0D\

7D[UDWH

7KH SXUFKDVH SULFH DOORFDWLRQ FRQVLGHUV DOO NQRZOHGJH DQG
DGMXVWLQJHYHQWVDERXWWKHFRQGLWLRQVWKDWH[LVWHGDWWKHDFTXLVLWLRQ
GDWH)URPWKHFRQVLGHUDWLRQRI(85PLOOLRQDORDQRI)DON
7HFKQRORJLHV*PE+WRDIRUPHUVKDUHKROGHUKDVEHHQUHSDLGLQDQ
DPRXQW RI (85 PLOOLRQ 7KH UHPDLQLQJ SXUFKDVH SULFH RI
(85 PLOOLRQ ZDV DOORFDWHG WR WKH LGHQWLILHG DVVHWV DQG
OLDELOLWLHVRI)DONDQGLWVVXEVLGLDU\DVZHOODVJRRGZLOODWWKHGDWH
RIDFTXLVLWLRQDVIROORZV
)DLUYDOXH
0D\






/RQJWHUPERUURZLQJV
'HIHUUHGWD[OLDELOLWLHV
&XUUHQWOLDELOLWLHV







*RRGZLOODULVLQJRQDFTXLVLWLRQ



3XUFKDVHFRQVLGHUDWLRQWUDQVIHUUHG




)DONZDVDFTXLUHGPDLQO\LQRUGHUWRDGGNQRZOHGJHRIWHFKQRORJ\
DQG HPSOR\HH EDVH WR WKH RSHUDWLRQV RI 5176 7KH NH\
DVVXPSWLRQVRIWKHYDOXDWLRQRIWKHWHFKQRORJ\DUHDVIROORZV
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)URPWKHGDWHRIWKHDFTXLVLWLRQ)DONFRQWULEXWHG(85NWR
WKHFRQVROLGDWHGUHYHQXHVDQG(85NWRORVVDIWHUWD[,IWKH
FRPELQDWLRQ KDG WDNHQ SODFH DW WKH EHJLQQLQJ RI WKH \HDU )DON
ZRXOGKDYHFRQWULEXWHG(85NWRFRQVROLGDWHGUHYHQXHDQG
(85NWRORVVDIWHUWD[
7KHDFTXLVLWLRQKDGWKHIROORZLQJFDVKHIIHFW


(85N

&DVKSD\PHQW



5HLPEXUVHPHQWRIVKDUHVWUDQVIHUUHG



1HWFDVKDFTXLUHGZLWKWKHVXEVLGLDU\



1HWFDVKIORZ LQFOXGHGLQFDVKIORZIURP
LQYHVWLQJDFWLYLWLHV 

$IWHUWKHGHFLVLRQWRDFWXDOO\VHOOWKHLQYHVWPHQW%LJ6WDU*OREDOLV
WUHDWHGDVDGLVSRVDOJURXSXQGHU,)567KDWLPSOLHVWKDWDVVHWV
DQGOLDELOLWLHVRI%LJ6WDU*OREDODUHSUHVHQWHGVHSDUDWHO\IURPWKH
RWKHUDVVHWVDQGOLDELOLWLHVDQGWKHGLVSRVDOJURXSLVUHFRJQL]HGDW
IDLUYDOXHOHVVFRVWVRIGLVSRVDO
7KHDVVHWVDQGOLDELOLWLHVRIWKHGLVSRVDOJURXSDIWHULPSDLUPHQWRI
WKHQRQFXUUHQWDVVHWVFRQVLVWVRI
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&DVKDQGFDVKHTXLYDOHQWV



$VVHWVKHOGIRUVDOH




6KRUWWHUPERUURZLQJV




6KRUWWHUPHPSOR\HHEHQHILWVOLDELOLWLHV



,QFRPHWD[SD\DEOH



3URYLVLRQV



/LDELOLWLHVGLUHFWO\DVVRFLDWHGZLWKWKHDVVHWV
KHOGIRUVDOH



1HWOLDELOLWLHV




%DVHG RQ LQLWLDO IHHGEDFN E\ WKH LQYHVWPHQW FRQVXOWDQWV
PDQDJHPHQW HVWLPDWHG WKH IDLU YDOXH OHVV FRVW WR VHOO RI WKH
GLVSRVDO JURXS LQFOXGLQJ OLDELOLWLHV  DW (85N QHJDWLYH
%HFDXVHWKHDFWXDOIDLUYDOXHOHVVFRVWVWRVHOOLVORZHUWKDQWKHQHW
DPRXQW RI (85N PDQDJHPHQW GHFLGHG WR UHFRJQL]H DQ
DGGLWLRQDOSURYLVLRQRI(85NDVSDUWRIWKHGLVSRVDOJURXS
7KHWRWDOFKDUJHRI(85NLQWKHLQFRPHVWDWHPHQWFRQVLVW
RI

 'LVFRQWLQXHGRSHUDWLRQV

,Q4DQLPSDLUPHQWRI(85NZDVDOUHDG\UHFRJQL]HG
WRUHIOHFWWKHGHWHULRUDWLRQRIWKHRXWORRNRIWKH*URXS¶VHGXWDLQPHQW
DFWLYLWLHV $W WKDW WLPH WKH YDOXH LQ XVH ZDV GHWHUPLQHG ZLWK
(85N



/RQJWHUPHPSOR\HHEHQHILWVOLDELOLWLHV



,Q 4 WKH 6XSHUYLVRU\ %RDUGDSSURYHGWKH SODQWRVHOOWKH
LQYHVWPHQW LQ %LJ 6WDU *OREDO /WG DQG ZLWK LW WR GLVFRQWLQXH LWV
HGXWDLQPHQWVHJPHQW0DQDJHPHQWFRQVLGHUHGLWKLJKO\OLNHO\WKDW
DEX\HUZRXOGEHIRXQG+RZHYHUPDQDJHPHQWDOVRGHFLGHGWKDW
LQFDVHQREX\HUVZHUHIRXQGDZLQGGRZQZRXOGWDNHSODFH7KLV
GHFLVLRQZDVPDGHEHFDXVHWKHUHVXOWVUHPDLQEHORZH[SHFWDWLRQV
DQG IXUWKHU IXQGLQJ ZRXOG EH UHTXLUHG WR UHJDLQ SURILWDELOLW\
7KHUHIRUHPDQDJHPHQWGHFLGHGWRIRFXVWKH*URXS¶VILQDQFLDODQG
DGPLQLVWUDWLYHUHVRXUFHVRQLWVDGPRQHWL]DWLRQDFWLYLWLHV)RUWKLV
SXUSRVHLQYHVWPHQWFRQVXOWDQWVZHUHHQJDJHGWRORRNIRUSRWHQWLDO
EX\HUV ,Q SDUDOOHO QHJRWLDWLRQV ZLWK WKH %LJ 6WDU *OREDO
PDQDJHPHQW ZHUH VWDUWHG WR HYDOXDWH WKH SRVVLELOLW\ RI D
PDQDJHPHQWEX\RXW

2WKHUQRQFXUUHQWILQDQFLDODVVHWV



7KHJRRGZLOORI(85NFRPSULVHVWKHYDOXHRIWKHH[SHFWHG
JURZWKLQUHYHQXHDVZHOODVV\QHUJLHVDULVLQJIURPWKHDFTXLVLWLRQ
)DON LV FRQVLGHUHG D SDUW RI WKH DG PRQHWL]DWLRQ VHJPHQW RI WKH
*URXS DV WKHUH DUH QXPHURXV RYHUODSSLQJ UHODWLRQVKLSV LQ WKH
RSHUDWLRQVEHWZHHQ)DONDQG)\EHU7KHUHIRUHWKHHQWLUHJRRGZLOO
LVDOORFDWHGWRWKLVVHJPHQW1RQHRIWKHJRRGZLOOLVH[SHFWHGWREH
GHGXFWLEOHIRULQFRPHWD[SXUSRVHV

3XUFKDVHSULFHDOORFDWLRQRI)DON

(85N
,QWDQJLEOHDVVHWV
 &DUULHGLQ)DONERRNV
 ,GHQWLILHGGXULQJSXUFKDVHSULFHDOORFDWLRQ
3URSHUW\DQGHTXLSPHQW
&XUUHQWDVVHWV

\HDUV



$V RI  'HFHPEHU  5176 0HGLD VLJQHG D SXUFKDVH
DJUHHPHQWWRIXOO\DFTXLUH+H\]DS,QF86$7KHWUDQVDFWLRQZDV
FORVHG RQ  -DQXDU\  3OHDVH UHIHU WR QRWH  IRU IXUWKHU
GHWDLO



5HSODFHPHQWFRVW

8VHIXOOLIH

(85N



2IWKHDFTXLUHGLQWDQJLEOHDVVHWVQRQHKDYHLQGHILQLWHXVHIXOOLYHV
EHVLGHVJRRGZLOO

 $FTXLVLWLRQVLQ


9DOXDWLRQPHWKRGRORJ\XVHG

7HFKQRORJ\



(85N

,PSDLUPHQWRIJRRGZLOODQGRWKHULQWDQJLEOHV



$GGLWLRQDOSURYLVLRQ



2SHUDWLQJORVVLQ
/RVVIRUWKH\HDUIURPGLVFRQWLQXHG
RSHUDWLRQVDIWHUWD[






EHKDYLRU $V ULVNIUHH UDWH (&% $$$ \LHOGV DGHTXDWH WR WKH
UHOHYDQWWHUPZDVXVHG
$V WKH RSWLRQV DUH VHWWOHG LQ VKDUHV WKH YDOXH RI WKH RSWLRQV LV
ORFNHG DQG QRW VXEMHFW WR UHYDOXDWLRQ DQG LV DFFUXHG RYHU WKH
YHVWLQJ SHULRG DQG UHFRJQL]HG LQ SHUVRQQHO FRVWV )RU  WKH
*URXS UHFRJQL]HG SHUVRQQHO FRVWV LQ FRQQHFWLRQ ZLWK WKH VWRFN
RSWLRQ SODQ LQ DQ DPRXQW RI (85N 'XH WR WKH VSHFLILF
YHVWLQJFRQGLWLRQVRIWKHVWRFNRSWLRQSODQH[SHQVHVDUHLQFXUUHG
RYHUSURSRUWLRQDWHO\ LQ  ZLWK GHFUHDVHG DPRXQWV WR EH
UHFRJQL]HGLQIXWXUHSHULRGV
)RUWKHPDQDJHPHQWERDUGPHPEHUV$QGUHDV%RGF]HNDQG
-DQLV =HFK KDYH EHHQ JUDQWHG DGGLWLRQDO  PLOOLRQ RSWLRQV HDFK
KDYLQJDWKUHH\HDUYHVWLQJSHULRGDQGDQH[HUFLVHSHULRGRIXSWR
\HDUVERWKVWDUWLQJ-DQXDU\7KHVWULNHSULFHLV(85
DQG YHVWLQJ LV VXEMHFW WR VKDUH SULFHV UDQJLQJ IURP  WR 
(85
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,Q WKH IROORZLQJ QRWHV WR WKH FRQVROLGDWHG VWDWHPHQW RI
FRPSUHKHQVLYH LQFRPH WKH ILJXUHV IRU WKH SULRU \HDU HQGHG RQ
'HFHPEHU  DUH LQ VRPH SDUWV GLIIHUHQW IURP WKH ILJXUHV
SUHVHQWHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV IRU WKH \HDU
HQGHG 'HFHPEHU  6LQFH  %LJ 6WDU *OREDO LV
FDWHJRUL]HGDVDGLVFRQWLQXHGRSHUDWLRQ7KHUHIRUHLWVFRQWULEXWLRQ
WRWKHFRQVROLGDWHGLQFRPHDQGH[SHQVHVLVSUHVHQWHGVHSDUDWHO\
IURP WKRVH RI WKH FRQWLQXLQJ RSHUDWLRQV 7R LQFUHDVH WKH
FRPSDUDELOLW\RIWKHILQDQFLDOLQIRUPDWLRQWKHILJXUHVIRUWKHSULRU
\HDUHQGHGRQ'HFHPEHUDUHVKRZQDVLI%LJ6WDU*OREDO
ZRXOGKDYHEHHQDGLVFRQWLQXHGRSHUDWLRQIRUWKHZKROH\HDU
DVZHOO

 6WRFNRSWLRQSURJUDP
$V SUHYLRXVO\ FRPPXQLFDWHG WKH *URXS LPSOHPHQWHG D VWRFN
RSWLRQSODQIRUVHQLRUPDQDJHPHQWDQGHPSOR\HHVRIWKH*URXS
'XULQJ WKH \HDU   PLOOLRQ RSWLRQV ZHUH JUDQWHG DQG 
PLOOLRQZHUHIRUIHLWHGGXHWRWKHH[LWRIHPSOR\HHVSULRUWRYHVWLQJ
$V RI  'HFHPEHU  D WRWDO RI  PLOOLRQ RSWLRQV ZHUH
RXWVWDQGLQJ WR HPSOR\HHV DQG VHQLRU PDQDJHPHQW LQFOXGLQJ
PDQDJHPHQWERDUGPHPEHUVZLWKDZHLJKWHGDYHUDJHVWULNHSULFH
RI (85  7KH WRWDO IDLU YDOXH RI WKH RSWLRQV KDV EHHQ
GHWHUPLQHGXVLQJWKH%ODFN6FKROHVPRGHODV(85NEDVHG
RQWKHIROORZLQJDVVXPSWLRQV
6KDUHSULFH

±(85

'LYLGHQG\LHOG

SD

7HUPRIWKHRSWLRQ

\HDUV

 5HYHQXH
7KHUHYHQXHVRI(85N (85N VKRZQLQWKH
LQFRPHVWDWHPHQWUHODWHVROHO\WRWKHDGYHUWLVLQJVHUYLFHVUHDOL]HG
WKURXJK)\EHUDQG)DON5HYHQXHUHDOL]HGWKURXJKWKHHGXWDLQPHQW
VHJPHQW DUH LQFOXGHG LQ WKH OLQH LWHP µORVV IRU WKH \HDU IURP
GLVFRQWLQXHGRSHUDWLRQVDIWHUWD[¶ VHHQRWH 
5HYHQXHV UHSUHVHQW WKH PRQH\ FROOHFWHG IURP DGYHUWLVHUV ZKLOH
JURVV PDUJLQ ¼  UHSUHVHQW WKHVH UHYHQXHV QHW RI SD\RXWV WR
SXEOLVKHUV 0DQDJHPHQWV FRQVLGHUV WKLV *URVV UHSUHVHQWDWLRQ RI
UHYHQXHVDVDSSURSULDWHDVWKHIROORZLQJIDFWRUVLQGLFDWHWKDWWKH
*URXSGRHVQRWDFWDVDQDJHQW
 7KH*URXSKDVVLJQLILFDQWUHVSRQVLELOLW\IRUWKHVHUYLFHV
UHQGHUHG
 &UHGLWULVNLVERUQHE\WKH*URXS

5LVNIUHHLQWHUHVWUDWHWRSD
+LVWRULFDOYRODWLOLW\



)OXFWXDWLRQ

SD

7KHRSWLRQVZHUHJUDQWHGWRHPSOR\HHVLQWUDQFKHVGHSHQGLQJ
RQZKHQWKHHPSOR\HHVKDYHVWDUWHG7KHWHUPRIWKHRSWLRQVZDV
DVVXPHG WDNLQJ LQWR DFFRXQW D PD[LPXP H[HUFLVH SHULRG RI ILYH
\HDUV IROORZLQJ WKH VWDUW GDWH DV ZHOO DV WKH H[SHFWHG H[HUFLVH
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 7KH*URXSFDQYDU\WKHVHOOLQJSULFHVDQGGRHVQRWJHWD
FRPPLVVLRQ
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 2WKHURSHUDWLQJLQFRPH
2WKHURSHUDWLQJLQFRPHEUHDNVGRZQDVIROORZV



-DQ

-DQ

'HF


'HF




(85N

(85N

)RUHLJQFXUUHQF\WUDQVDFWLRQJDLQV





5HYHUVDORISURYLVLRQV
0LVFHOODQHRXV
2WKHURSHUDWLQJLQFRPH














7KH KLJK UHYHUVDO RI SURYLVLRQV LQ  PDLQO\ FRQVLVWHG RI DQ
DOORZDQFHRI(85NIRU9$7ULVNVRIWKHFRPSDQ\UHFRJQL]HG
LQDQGUHYHUVHGLQDIWHUWKHILQDOL]DWLRQRIDVSHFLDO9$7
DXGLWE\WKH*HUPDQWD[DXWKRULWLHV
7KHLQFUHDVHLQIRUHLJQFXUUHQF\WUDQVDFWLRQJDLQVLVUHODWHGWRWKH
KLJKLQWHUQDWLRQDOEXVLQHVVVKDUHVLQFHWKHDFTXLVLWLRQRI)\EHULQ
ZKLFKDFFRXQWHGIRU(85NRIWKHWRWDORI(85N
LQ IRUHLJQ FXUUHQF\ WUDQVDFWLRQ JDLQV ,Q  )\EHU UHDOL]HG WKH
PDMRULW\RILWVUHYHQXHLQ86''XHWRWKHUHODWHGZRUNLQJFDSLWDO
H[SRVXUHLQ86'WKHUHGXFHGH[FKDQJHUDWHRIWKH(XURDJDLQVW
WKH 86' UHVXOWHG LQ D UHVSHFWLYH JDLQ LQ  &RUUHVSRQGLQJ
ORVVHVDUHUHFRUGHGDVRWKHURSHUDWLQJH[SHQVHV

)RUHLJQ FXUUHQF\ ORVV LQFUHDVHG IRU WKH VDPH UHDVRQ DV IRUHLJQ
FXUUHQF\ JDLQV URVH LQ WKH VDPH SHULRG VHH QRWH   $V D
VLJQLILFDQW SDUW RI WKH *URXSV FRVW EDVLV LQ SDUWLFXODU SD\RXWV WR
SXEOLVKHUV DUH GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV WKH GHFOLQH RI
WKH YDOXH RI WKH (XUR KDG DQ DGYHUVH HIIHFW RQ WKH LQFRPH
VWDWHPHQW



-DQ
'HF


-DQ
'HF






(85N

(85N

/HJDO &RQVXOWLQJ
)RUHLJQFXUUHQF\WUDQVDFWLRQV
ORVV









,7





2WKHU6* $





3URIHVVLRQDOVHUYLFHV





5HQW 8WLOLWLHV





7D[ $FFRXQWLQJ





7UDLQLQJ 5HFUXLWLQJ





7UDYHO (QWHUWDLQPHQW
0DUNHWLQJ
2WKHURSHUDWLQJH[SHQVHV














/HJDO  FRQVXOWLQJ H[SHQVHV LQ  PDLQO\ UHODWH WR WKH OLVWLQJ
XSJUDGH (85N DVZHOODVWUDQVDFWLRQVFRVWVIRU)DONDQG
)\EHU (85N ERWKFRQVLGHUHGWREHQRQUHFXUULQJLQQDWXUH
DQG WKHUHIRUH LQFOXGHG LQ WKH VHSDUDWHO\ GLVFORVHG LWHPV 7KH
UHPDLQLQJDPRXQWZDVSULPDULO\LQFXUUHGIRULQWHULPPDQDJHPHQW
(85N DQGJHQHUDODGYLVRU\DQGFRUSRUDWHDGPLQLVWUDWLRQ
(85N ,QOHJDO FRQVXOWLQJFRVWVZHUHKLJKHUPDLQO\
GXH WR WKH DFTXLVLWLRQ RI )\EHU (85N  DQG H[SHQVHV LQ
FRQQHFWLRQZLWKEXVLQHVVFRQVXOWDQF\DJUHHPHQWV (85N 
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7KH LQFUHDVH RI WKH UHPDLQLQJ RWKHU RSHUDWLQJ H[SHQVHV ZDV
SULPDULO\GULYHQE\WKHILUVWIXOO\HDUFRQVROLGDWLRQRI)\EHUDVZHOO
DVWKHFRQVROLGDWLRQRI)DONVLQFH0D\

$FFRXQWLQJORVVEHIRUHWD[
$SSOLFDEOHWD[UDWH

6WRFNRSWLRQH[SHQVHV QRWH 

$W WKH HQG RI WKH ILQDQFLDO \HDU  WKH *URXS UHFRJQL]HV
DPRUWL]DWLRQRILQWDQJLEOHDVVHWVRI(85N VHHQRWH DQG
GHSUHFLDWLRQ RI WDQJLEOH DVVHWV RI (85 N  VHH QRWH   ,Q
DGGLWLRQ WKH *URXS UHFRJQL]HG DQ LPSDLUPHQW RI (85N LQ
FRQQHFWLRQZLWKLWVLQYHVWPHQWLQ6SRQVRU3D\..-DSDQ

,PSDLUPHQWRIJRRGZLOO
2WKHUH[SHQVHVQRWGHGXFWLEOHIRUWD[
SXUSRVHV
8QUHFRJQL]HGGHIHUUHGWD[DVVHWVLQ
ILVFDO\HDU
8VHRIXQUHFRJQL]HGGHIHUUHGWD[
DVVHWVQRW\HWEHLQJUHFRJQL]HG

 )LQDQFHH[SHQVHV
'XULQJWKHUHSRUWLQJ\HDUWKH*URXSLVVXHGDFRQYHUWLEOHERQG
ZKLFKQRZDFFRXQWVIRU(85NRIWKHWRWDORI(85N
ILQDQFHH[SHQVHV7KHIROORZLQJWDEOHSURYLGHVDQRYHUYLHZRIWKH
ILQDQFHH[SHQVHV
-DQ

-DQ



'HF


'HF




(85N

(85N



,QWHUHVWDFFUXHG&RQYHUWLEOH%RQG





,QWHUHVWRQ6KDUHKROGHUORDQV





,QWHUHVWWR6LOLFRQ9DOOH\%DQN





,QWHUHVWWR,%%





&XUUHQF\HIIHFW









)LQDQFHH[SHQVHV

2WKHUV
,QFRPHWD[H[SHQVH  LQFRPH  
UHSRUWHGLQWKHVWDWHPHQWRI
FRPSUHKHQVLYHLQFRPH

'HIHUUHGWD[

5HODWLQJWRWKHRULJLQDWLRQDQGUHYHUVDO
RIWHPSRUDU\GLIIHUHQFHV
'LVFRQWLQXHGRSHUDWLRQV
,QFRPHWD[FKDUJHGWRSURILWRUORVV
%UHDNGRZQRILQFRPHWD[UHSRUWHGLQ
2&,
'HIHUUHGWD[UHODWHGWRLWHPVUHFRJQL]HG
LQ2&,GXULQJWKH\HDU

(85N





















































&KDQJHVLQGHIHUUHGWD[DVVHWV
UHFRJQL]HGWKURXJK3 /
&KDQJHVLQGHIHUUHGWD[OLDELOLWLHV
UHFRJQL]HGWKURXJK3 /
7D[LQFRPH  H[SHQVHIURPWKH
RULJLQDWLRQDQGUHYHUVDORIWHPSRUDU\
GLIIHUHQFHVDQGWD[ORVVFDUULHG
IRUZDUG


'HF



'HF


(85N

(85N













 2WKHUFRPSUHKHQVLYHLQFRPH
$Q LQFRPH WD[ HIIHFW LQ UHODWLRQ WR WKH H[FKDQJH GLIIHUHQFHV RQ
FXUUHQF\ WUDQVODWLRQ ZDV QRW UHFRJQL]HG ,Q FDVH WKDW WD[DEOH
WHPSRUDU\GLIIHUHQFHVPD\DULVHLQWKLVUHVSHFWWKHSDUHQWLVDEOH
WRFRQWUROWKHWLPLQJRIWKHUHYHUVDORIVXFKWHPSRUDU\GLIIHUHQFHV
DQG LW LV SUREDEOH WKDW WKRVH GLIIHUHQFHV ZLOO QRW UHYHUVH LQ WKH
IRUHVHHDEOHIXWXUH





 (DUQLQJVSHUVKDUH





,QFRPHWD[LQFRPHRQDFWXDULDOORVVHV





,QFRPHWD[FKDUJHGWR2&,





7KHEDVLFDQGGLOXWHGHDUQLQJVSHUVKDUHDUH




3URILWORVVDWWULEXWDEOHWR



RZQHUVRIWKHSDUHQW
:HLJKWHGDYHUDJHVKDUHV
RXWVWDQGLQJEDVLF
:HLJKWHGDYHUDJHVKDUHV
RXWVWDQGLQJGLOXWHG

%DVLFORVVSHUVKDUH

-DQ±
'HF


%DVLFHDUQLQJVSHUVKDUHDUHFDOFXODWHGE\GLYLGLQJWKHQHWLQFRPH
RIWKH\HDUDWWULEXWDEOHWRRUGLQDU\HTXLW\KROGHUVRI51760HGLD
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-DQ±
'HF






(85N





V





V






(85

 




(85














 6HSDUDWHO\GLVFORVHGLWHPV
3OHDVHUHIHUWRQRWHIRUWKHDFFRXQWLQJSROLFLHVZLWKUHVSHFW
WRWKHUHFRJQLWLRQRIVHSDUDWHO\GLVFORVHGLWHPV
6HSDUDWHO\GLVFORVHGLWHPVEUHDNGRZQDVIROORZV


5HFRQFLOLDWLRQRIWD[LQFRPH  H[SHQVHIURPWKHRULJLQDWLRQDQG
UHYHUVDORIWHPSRUDU\GLIIHUHQFHVDQGWD[ORVVFDUULHGIRUZDUG

-DQ
'HF


(85N

(85N

6LQFHWKHDFTXLVLWLRQRI)\EHULQWKHYDVWPDMRULW\RIUHYHQXHV
LV JHQHUDWHG LQ *HUPDQ\ 7KHUHIRUH WKH WD[ UDWH DSSOLHG LQ
*HUPDQ\ LV GHHPHG WR EH YDOLG DV *URXS WD[ UDWH IURP 
RQZDUGV7KHWD[UDWHRIFRQWDLQVFRUSRUDWHLQFRPHWD[
RILQFOXGLQJVROLGDULW\VXUFKDUJHDVZHOODVWUDGHWD[RI
'LIIHUHQFHVLQWKHWD[EDVLVRIWKH YDULRXVLQFRPHWD[HV
KDYHEHHQQHJOHFWHGIRUWKHSXUSRVHRIWKLVUHFRQFLOLDWLRQ

7KHPDMRUFRPSRQHQWVRILQFRPHWD[H[SHQVHDUHDVIROORZV


%UHDNGRZQRILQFRPHWD[UHSRUWHGLQ
SURILWRUORVV
&XUUHQWLQFRPHWD[FKDUJH

(85N


'LOXWHG HDUQLQJV SHU VKDUH DUH FDOFXODWHG E\ GLYLGLQJ WKH QHW
LQFRPHRIWKH\HDUDWWULEXWDEOHWRRUGLQDU\HTXLW\KROGHUVRI5176
0HGLD 19 E\ WKH ZHLJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV
RXWVWDQGLQJGXULQJWKH\HDUSOXVWKHZHLJKWHGDYHUDJHQXPEHURI
RUGLQDU\ VKDUHV WKDW ZRXOG EH LVVXHG RQ FRQYHUVLRQ RI DOO WKH
SRWHQWLDOO\GLOXWLYHRUGLQDU\VKDUHVLQWRRUGLQDU\VKDUHV



 ,QFRPHWD[H[SHQVHV



-DQ
'HF


19 E\ WKH ZHLJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV
RXWVWDQGLQJGXULQJWKH\HDU

'LOXWHGORVVSHUVKDUH



-DQ
'HF


-DQ
'HF

 

,QFRPHWD[DWDSSOLFDEOHWD[UDWH
1RQGHGXFWLEOHH[SHQVHVIRUWD[
SXUSRVHV

 'HSUHFLDWLRQDPRUWL]DWLRQDQGLPSDLUPHQW

 2WKHURSHUDWLQJH[SHQVHV
7KHIROORZLQJWDEOHSURYLGHVDQRYHUYLHZRIWKHPDWHULDOLWHPVRI
RWKHURSHUDWLQJH[SHQVHV

5HFRQFLOLDWLRQRIDFFRXQWLQJORVVWRLQFRPHWD[H[SHQVHLQFRPH
WD[JDLQ
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-DQ±
'HF


-DQ±
'HF




(85N

(85N













1RQFDVKDFFRXQWLQJFKDUJHVIRU
VWRFNRSWLRQVZDUUDQWVHWF
7UDQVDFWLRQFRVWVUHODWHGWR
DFTXLVLWLRQV
2WKHUQRQUHFXUULQJLQFRPHDQG
FRVWV
(IIHFWRQ(%,7'$

$PRUWL]DWLRQRIDFTXLUHGLQWDQJLEOH
DVVHWV
'LVFRQWLQXHGRSHUDWLRQV
5HODWHGWD[HIIHFWVRIWKHLWHPVOLVWHG
DERYH
(IIHFWRQORVVIRUWKHSHULRGDIWHU
WD[






















1RQFDVKVWRFNRSWLRQFKDUJHVZDUUDQWVHWFLQUHODWHWRWKH
VWRFN RSWLRQ SURJUDP QRWH   ,Q  ZDUUDQWV KDYH EHHQ
JUDQWHG WR WZR 6XSHUYLVRU\ %RDUG PHPEHUV IRU WKHLU EXVLQHVV
FRQVXOWDQF\VHUYLFHV
7UDQVDFWLRQ FRVWV UHODWH WR WKH DFTXLVLWLRQV RI )DON LQ  DQG
)\EHULQDQGFRQVLVWPDLQO\RIGXHGLOLJHQFHOHJDODGYLFHDQG
RWKHUFRQVXOWDQF\VHUYLFHV
2WKHUQRQUHFXUULQJLQFRPHDQGFRVWVLQLQFOXGHOHJDODGYLFH
VSHFLDO DXGLW DQG FRQVXOWDQF\ FRVWV LQ FRQQHFWLRQ ZLWK WKH OLVWLQJ
XSJUDGH,QWKLVSRVLWLRQFRQWDLQHGDUHYHUVDORIDSURYLVLRQ
IRU9$7ULVNVWKDWGLGQRWIXOO\PDWHULDOL]HDIWHUDWD[DXGLW
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$PRUWL]DWLRQ RI DFTXLUHG LQWDQJLEOHV DVVHWV UHODWH WR LQWDQJLEOHV
LGHQWLILHGLQWKHEXVLQHVVFRPELQDWLRQZLWK)\EHUDQG)DON3OHDVH
UHIHUWRQRWH
'LVFRQWLQXHG RSHUDWLRQV LQ  UHODWH PDLQO\ WR WKH
GLVFRQWLQXDWLRQRI%LJ 6WDU *OREDO VHHQRWH  ZKLOHLQWKHSULRU
\HDU WKH SUHYLRXV 5176 PRELOH DQG RQOLQH JDPH SXEOLVKLQJ
DFWLYLWLHVKDGEHHQDEDQGRQHG

127(6727+(&2162/,'$7('
67$7(0(172)),1$1&,$/
326,7,21

ILIWHHQ\HDU IRUHFDVW SHULRG LV PRUH DSSURSULDWH %DVHG RQ WKHVH
DVVXPSWLRQV WKH UHFRYHUDEOH YDOXH RI WKH FDVK JHQHUDWLQJ XQLW
)\EHU H[FHHGV LWV FDUU\LQJ DPRXQW LQFOXGLQJ JRRGZLOO DQG DQ
LPSDLUPHQWZDVQRWUHFRJQL]HG
7KHFDOFXODWLRQRIWKHYDOXHLQXVHLVPRVWVHQVLWLYHWRWKHJURZWK
UDWHRIJURVVUHYHQXHDSSOLHGERWKGXULQJDQGEH\RQGWKHH[SOLFLW
IRUHFDVW SHULRG DV ZHOO DV WKH SRVWWD[ GLVFRXQW UDWH DSSOLHG
7KHUHIRUHVHQVLWLYLW\WHVWVZHUHSHUIRUPHGE\YDU\LQJWKHIROORZLQJ
DVVXPSWLRQVKROGLQJDOORWKHUYDULDEOHVFRQVWDQW


$EDVLVSRLQWORZHU&$*5LQUHVSHFWWR
WKH IUHH FDVK IORZ EH\RQG WKH IRUHFDVW
SHULRG
$KLJKHUSRVWWD[GLVFRXQWUDWH

 *RRGZLOO
7KHJRRGZLOOUHVXOWVVROHO\IURPDFTXLVLWLRQVDQGEUHDNVGRZQDV
IROORZV


)\EHU*HUPDQ\
*RRGZLOODVDWDFTXLVLWLRQRI)\EHU
*PE+
*RRGZLOODVDWDFTXLVLWLRQRI)DON
5HDOWLPH/WG

'HF


'HF


(85N

(85N























%LJ6WDU*OREDO.RUHD
*RRGZLOODVDWDFTXLVLWLRQ
&XUUHQF\HIIHFWV

















,PSDLUPHQW

*RRGZLOO



IUHHFDVKIORZEH\RQGWKHIRUHFDVWSHULRG
3RVWWD[GLVFRXQWUDWH

'HF

-DQ
$GGLWLRQV

\HV

'HF

$FTXLVLWLRQRU
SURGXFWLRQFRVW
-DQ
$FTXLVLWLRQRI
)\EHU




'HYHORS
PHQW
(85N

7HFKQR
ORJ\
(85N













2WKHUV
(85N

7RWDO
(85N

 
















'LVSRVDOV











'HF
-DQ





















2WKHUV
(85N

7RWDO
(85N


























































































'HF







-DQ













$GGLWLRQV







'LVSRVDO































































7HFKQR
ORJ\
(85N

2WKHUV
(85N

7RWDO
(85N





















'HF











&XUUHQF\HIIHFWV
7UDQVIHUWRDVVHWVKHOG
IRUVDOH

'HF











$VVHWVKHOGIRUVDOH
'HF

,QWKHFDUU\LQJDPRXQWRIRWKHULQWDQJLEOHDVVHWVGHFUHDVHG
E\ (85 N  DV WKH DPRUWL]DWLRQ DQG LPSDLUPHQW FKDUJHV
RXWZHLJKHGWKHQHZO\DGGHGVHOIGHYHORSHGVRIWZDUHLQFRQQHFWLRQ
ZLWK WKH )\EHU 3ODWIRUP (85N  DQG WKH LQWDQJLEOH DVVHWV
(85N UHFRJQL]HGWKURXJKWKHDFTXLVLWLRQRI)DON VHHQRWH
 


$PRUWL]DWLRQDQG
LPSDLUPHQWV

7KHLPSDLUPHQWFKDUJHVRI(85NUHODWHWRLQWDQJLEOHDVVHWV
RWKHU WKDQ *RRGZLOO LQ FRQQHFWLRQ ZLWK WKH GLVFRQWLQXDWLRQ RI %LJ
6WDU*OREDO VHHQRWH 

&XUUHQF\HIIHFWV

7KHUHPDLQLQJDPRUWL]DWLRQSHULRGVIRURWKHULQWDQJLEOHDVVHWVWKDW
DUHPDWHULDOWRWKHILQDQFLDOVWDWHPHQWVDUHDVIROORZV

'HYHORSPHQW





7HFKQRORJ\









$GGLWLRQV











'LVSRVDOV

















































$VVHW


















&XUUHQF\HIIHFWV

$FTXLVLWLRQRI)DON










'HYHORS
PHQW
(85N

-DQ




'LVSRVDO



&DUU\LQJDPRXQWV










-DQ
$FTXLVLWLRQRI)\EHU
*PE+

7RWDO
(85N



&XVWRPHUFRQWUDFWV



$FTXLVLWLRQRU
SURGXFWLRQFRVW

)L[WXUHV
(85N





$FTXLVLWLRQRI)DON





\HDUV





&XVWRPHU
FRQWUDFWV
(85N




2WKHU
RSHUDWLRQDO
DQGRIILFH
HTXLSPHQW
(85N



(85N



7KH IROORZLQJ WDEOH VKRZV WKH GHYHORSPHQW RI SURSHUW\ DQG
HTXLSPHQW







 3URSHUW\DQGHTXLSPHQW

$GGLWLRQV

5HPDLQLQJ
DPRUWL]DWLRQSHULRG



'HF



&DUU\LQJ
DPRXQW



&XUUHQF\HIIHFWV
7UDQVIHUWRDVVHWV
KHOGIRUVDOH
$VVHWVKHOGIRU
VDOH





$GGLWLRQV

&XUUHQF\HIIHFWV






7HFKQR
ORJ\
(85N





'LVSRVDOV
7UDQVIHUWRDVVHWV
KHOGIRUVDOH


'HYHORS
PHQW
(85N



&XUUHQF\HIIHFWV

 2WKHULQWDQJLEOHDVVHWV

 )\EHU

&RPSRXQGDQQXDOJURZWKUDWH &$*5 RI
JURVVUHYHQXHGXULQJWKHGHWDLOHGIRUHFDVWSHULRG
RI\HDUV
IUHHFDVKIORZGXULQJWKHKLJKOHYHOIRUHFDVW
SHULRGRI\HDUV

5HFRYHUDEOH
DPRXQWKLJKHU
WKDQFDUU\LQJ
YDOXH"
\HV

7KHJRRGZLOOZDVFRPSOHWHO\LPSDLUHG3OHDVHUHIHUWRQRWHIRU
IXUWKHUGHWDLO





'LVSRVDOV
,PSDLUPHQW
FKDUJHV

7KHJRRGZLOOIURPWKHDFTXLVLWLRQ%LJ6WDU*OREDOZDVDOORFDWHGWR
WKHFDVKJHQHUDWLQJXQLWRIWKHVDPHQDPH

&XVWRPHU
FRQWUDFWV
(85N

$PRUWL]DWLRQDQG
LPSDLUPHQWV

$GGLWLRQV

 %LJ6WDU*OREDO&R/WG







&XVWRPHU
FRQWUDFWV
(85N

-DQ

1RQHRIWKHVHQVLWLYLW\WHVWVUHVXOWHGLQDQLPSDLUPHQWQHHG



%RWKWKHJRRGZLOOIURPWKH)\EHUDFTXLVLWLRQDVZHOODVWKHJRRGZLOO
IURPWKH)DONDFTXLVLWLRQZHUHDOORFDWHGWRWKHFDVKJHQHUDWLQJXQLW
)\EHU  DV WKHLU FDVK IORZV KDYH YDULRXV VLJQLILFDQW
LQWHUGHSHQGHQFLHV7KHJRRGZLOORIWKH&*8ZDVWHVWHGEDVHGRQ
WKHUHFRYHUDEOHDPRXQWEHLQJWKHKLJKHURI WKHYDOXHLQXVHDQG
WKH IDLU YDOXH OHVV FRVW RI GLVSRVDO 7KH IDLU YDOXH OHVV FRVW RI
GLVSRVDO ZDV GHWHUPLQHG XVLQJ WUDGLQJ PXOWLSOHV RI FRPSDUDEOH
FRPSDQLHVDQGWKHYDOXHLQXVHZDVEDVHGRQFDVKIORZSURMHFWLRQV
WKDW ZHUH GHULYHG IURP ILQDQFLDO EXGJHWV DSSURYHG E\ VHQLRU
PDQDJHPHQWFRYHULQJDILIWHHQ\HDUSHULRGRIZKLFKWKHILUVWILYH
\HDUVDUHEDVHGRQDGHWDLOHGEXGJHWDQGWKHDGGLWLRQDOWHQ\HDUV
RQDKLJKOHYHOFDVKIORZIRUHFDVW7KHNH\DVVXPSWLRQVRIWKHFDVK
IORZSURMHFWLRQVDUHDVIROORZV
















$GGLWLRQV







'LVSRVDO













'HF







-DQ







$GGLWLRQV







'LVSRVDO













-DQ

&XUUHQF\HIIHFWV
7UDQVIHUWRDVVHWVKHOG
IRUVDOH























'HF







'HF







'HF
&DUU\LQJDPRXQWV
-DQ




$GGLWLRQV LQ  PDLQO\ FRQWDLQ D VHUYHU QHWZRUN DFTXLUHG LQ D
GDWDFHQWHUUXQE\DQH[WHUQDOVHUYLFHSURYLGHU7KHLQYHVWPHQWRI
(85NZDVPDGHLQRUGHUWRLQFUHDVHXSWLPHUHOLDELOLW\DQG
WROD\WKHIRXQGDWLRQWRHIILFLHQWO\VFDOHSODWIRUPFDSDFLWLHV LQWKH
IXWXUH)L[WXUHVUHODWHSULPDULO\WRWKH*URXS¶VKHDGRIILFHZKLFKLV
OHDVHG$VRI'HFHPEHUWKHUHPDLQLQJWHUPRIWKHOHDVHLV
DERXWKDOID\HDU


0DQDJHPHQWH[SHFWVWKH)\EHUEXVLQHVVWRJURZVWURQJO\EH\RQG
WKH XVXDO ILYH\HDU IRUHFDVW SHULRG %HIRUH WKDW EDFNJURXQG D
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 1RQFXUUHQWILQDQFLDODVVHWV
7KHQRQFXUUHQWILQDQFLDODVVHWVEUHDNGRZQDVIROORZV



'HF


'HF


(85N

(85N

/HDVHKROGGHSRVLWV





2WKHUGHSRVLWV
,QGHPQLILFDWLRQFODLPLQUHVSHFWWR
)\EHU6$5 ORQJWHUP 









1RQFXUUHQWILQDQFLDODVVHWV






7UDGH UHFHLYDEOHV DUH QRQLQWHUHVW EHDULQJ DQG DUH JHQHUDOO\
VHWWOHG RQ  GD\WHUPV 3OHDVH UHIHU WR QRWH  IRU IXUWKHU
LQIRUPDWLRQ



,QGHPQLILFDWLRQFODLPLQUHVSHFWWR)\EHU
6$5 VKRUWWHUP 
$FFUXHGLQWHUHVWRQGHSRVLWDFFRXQWDW
$'66HFXULWLHV



'HSRVLWDFFRXQWDW6KDUG&DSLWDO





3D\3DODFFRXQWV









 7UDGHDQGRWKHUUHFHLYDEOHV



(85N

(85N





$FFUXHGUHYHQXH





2WKHUV






7UDGHUHFHLYDEOHV

7UDGHDQGRWKHUUHFHLYDEOHV



7KHWUDGHUHFHLYDEOHVRI(85NDUHQHWRIDQDOORZDQFHIRU
EDGGHEWVRI(85N (85N 

-DQ
5HFRJQLWLRQRIWD[
ORVVFDUU\IRUZDUGVWR
EHXWLOL]HG
'HFUHDVHRI
HPSOR\HHEHQHILW
OLDELOLW\
$OORZDQFHRQWD[ORVV
FDUU\IRUZDUGVWREH
XWLOL]HG
2IIVHWWLQJZLWK
GHIHUUHGWD[OLDELOLWLHV

 2WKHUFXUUHQWDVVHWV

9$7UHFHLYDEOHV
$GYDQFHSD\PHQWV

'HF


(85N

(85N







,QFRPHWD[UHFHLYDEOHV
3UHSDLGH[SHQVHV
2WKHUV
2WKHUFXUUHQWDVVHWV



'HF























1HLWKHU
SDVW
GXHQRU

7RWDO

LPSDLUHG

 

3DVWGXHEXWQRWLPSDLUHG



GD\V


GD\V


GD\V


GD\V

















 

































 



&RUUHFWLRQ
2IIVHWWLQJZLWK
GHIHUUHGWD[
DVVHWV






(85N

(85N

(85N

(85N

(85N

(85N















































,QWDQ
JLEOH
DVVHWV

(TXLW\
FRP
SRQHQW
FRQYHUW
LEOH
ERQGV

7RWDO

7KHUHRI
WKURXJK
3 /

(85N

(85N

(85N

(85N

(85N

-DQ
2IIVHWWLQJZLWK
GHIHUUHGWD[
DVVHWV
$FTXLVLWLRQRI)DON
5HDOWLPH/WG
,QFUHDVHRIVHOI
JHQHUDWHG
LQWDQJLEOHDVVHWV
,VVXHRI
FRQYHUWLEOHERQGV















$PRUWL]DWLRQ
&XUUHQF\HIIHFWV
2IIVHWWLQJZLWK
GHIHUUHGWD[
DVVHWV

7RWDO

7KHUHRI
WKURXJK
3 /

(85N

(85N































































'HF






7KH *URXS UHFRJQL]HV GHIHUUHG WD[ DVVHWV ZKHQ GHGXFWLEOH
WHPSRUDU\GLIIHUHQFHVDUHUHDOL]DEOH7KHUHLVXQFHUWDLQW\UHJDUGLQJ
WKHUHDOL]DWLRQRIGHGXFWLEOHWHPSRUDU\GLIIHUHQFHVLQWKHIXWXUHIRU
DOO *URXS HQWLWLHV 7KHUHIRUH WKH *URXS UHFRJQL]HV GHIHUUHG WD[
DVVHWV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFHV DQG WD[ ORVV FDUU\
IRUZDUGVIRUWKRVHHQWLWLHVIRUWKHWLPHEHLQJRQO\WRWKHH[WHQWWKDW
UHVSHFWLYH GHIHUUHG WD[ OLDELOLWLHV DUH UHFRJQL]HG DQG ZKLFK KDYH
WKHVLPLODUH[SHFWDWLRQWREHUHDOL]HGDVGHIHUUHGWD[DVVHWV)RU
WKLVSXUSRVHRQO\GHIHUUHGWD[OLDELOLWLHVZHUHTXDOLILHGZKLFKUHODWH
WRWKHVDPHWD[HQWLW\DQGZKLFKKDYHWKHVLPLODUH[SHFWDWLRQWREH
UHDOL]HG WKDQ WKH GHIHUUHG WD[ DVVHWV $V D UHVXOW WKH *URXS
UHFRJQL]HGGHIHUUHGWD[DVVHWVIRUWD[ORVVFDUU\IRUZDUGVRI)\EHU
*PE+DQG)DON*PE+
7KH WHPSRUDU\ GLIIHUHQFHV DQG WD[ ORVV FDUU\ IRUZDUGV WKDW ZHUH
QRWUHFRJQL]HGDUHDVIROORZV


8QUHFRJQL]HGWHPSRUDU\GLIIHUHQFHV
'HF



&XUUHQF\

'HF





&KDQJHV

HIIHFW







(85N

(85N

(85N

(85N











7D[ORVV
FDUU\IRUZDUGV


















































'HF
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-DQ
2IIVHWWLQJZLWK
GHIHUUHGOLDELOLWLHVDV
RI-DQ
9LUWXDOVKDUHSURJUDP
)\EHU6$5 
,QFUHDVHRIWD[ORVV
FDUULHGIRUZDUGWREH
XWLOL]HG
2IIVHWWLQJZLWK
GHIHUUHGWD[OLDELOLWLHV

&XUUHQF\HIIHFWV















$PRUWL]DWLRQ
,PSDLUPHQWRI
51760HGLD&R
/WG

!
GD\V





-DQ
$FTXLVLWLRQRI
)\EHU*PE+









$VDW'HFHPEHUDQGWKHDJLQJRIWUDGHUHFHLYDEOHV
LVDVIROORZV



'HF









'HF


'HIHUUHGWD[OLDELOLWLHV





(85N





(P
SOR\HH 7D[ORVV
7KHUHRI
EHQHILW
FDUU\
WKURXJK
OLDELOLW\ IRUZDUG 7RWDO
3 /
(85N
(85N (85N
(85N



,QWKHFRXUVHRIWKH)\EHUDFTXLVLWLRQ5176JUDQWHGDQLQLWLDOORDQ
WR)\EHURI(85PLOOLRQRIZKLFK(85PLOOLRQZHUHSDLGWRDQ
DFFRXQW DW 6KDUG &DSLWDO 3DUWQHUV //3 ZKLFK ZDV ZLWKGUDZQ LQ


7KH IROORZLQJ WDEOH VXPPDUL]HVWKH FRPSRQHQWV RI RWKHU FXUUHQW
DVVHWV





2WKHUFXUUHQWILQDQFLDODVVHWV



7KHLQGHPQLILFDWLRQFODLPUHODWHVWRUHLPEXUVHPHQWRI)\EHUIRUDQ\
SD\PHQWV WKDW KDYH WR EH PDGH LQ FRQQHFWLRQ ZLWK WKH VWRFN
DSSUHFLDWLRQULJKWV WKDW KDYH EHHQ WULJJHUHG E\ WKH DFTXLVLWLRQ RI
)\EHU7KLVSRVLWLRQFRQWDLQVWKHVKRUWWHUPSRUWLRQ7KHORQJWHUP
SRUWLRQLVUHFRJQL]HGLQQRQFXUUHQWILQDQFLDODVVHWV VHHQRWH 








2WKHU

'HF






7KHDPRXQWRI(85NLQWKHILJXUHVUHVXOWHGIURPWKH
ORQJWHUPSRUWLRQRIDQLQGHPQLILFDWLRQFODLPLQFRQQHFWLRQZLWKWKH
DFTXLVLWLRQ RI )\EHU )\EHU JHWV UHLPEXUVHG E\ LWV IRUPHU
VKDUHKROGHUVIRUDQ\SD\PHQWVWKDWKDYHWREHPDGHLQFRQQHFWLRQ
ZLWKWKHVWRFNDSSUHFLDWLRQULJKWWKDWKDVEHHQWULJJHUHGE\WKHVDOH
RILWVVKDUHVWRWKH*URXS7KHDPRXQWDQGWKHPDWXULW\RIWKHFODLP
FRPSO\ ZLWK WKH UHVSHFWLYH OLDELOLW\ (YHQ LI D UHDOL]DWLRQ RI WKH
LQGHPQLILFDWLRQFODLPLVH[SHFWHGWREHGRQHZLWKLQWKHSD\
RXWWRHPSOR\HHVPD\WDNHDELWORQJHUDVVRPHULJKWVWLOOQHHGVWR
EHYHVWHGEHIRUH

'HF


(85N



&UHGLWFDUGGHSRVLW

7KHDPRXQWRI(85NUHODWHVWRJLIWFDUGVIURPWKLUGSDUWLHVOLNH
$PD]RQ 6RQ\ 3OD\6WDWLRQ RU 0LFURVRIW ;%R[ WKDW DUH XVHG DV
UHZDUGV LQ XVHU DFTXLVLWLRQ FDPSDLJQV 3ULRU \HDU LQYHQWRU\ RI
(85NUHODWHGWRSURGXFWLRQVHUYLFHVSURMHFWVLQSURJUHVV'XH
WR WKH GLVFRQWLQXDWLRQ RI %LJ 6WDU *OREDO QR VXFK SURMHFWV DUH
VKRZQLQWKHSRVLWLRQDVRI'HFHPEHU

(85N



/HDVHKROGGHSRVLWVDQGRWKHUGHSRVLWVDUHFDVKGHSRVLWVSURYLGHG
DV VHFXULW\ WR WKH ODQGORUG FRSLHU VHUYLFH DQG LQVXUDQFH
FRPSDQLHV 7KH GHSRVLWV DUH QRW LQWHUHVW EHDULQJ DQG ZLOO EH
UHIXQGHGXSRQWKHWHUPLQDWLRQRIWKHUHVSHFWLYHFRQWUDFW

 ,QYHQWRULHV

'HIHUUHGWD[DVVHWV
'HF




7KH GHIHUUHG WD[ DVVHWV '7$  DQG OLDELOLWLHV '7/  GHYHORSHG
GXULQJWKHUHSRUWLQJSHULRGDVIROORZV

 2WKHUFXUUHQWILQDQFLDODVVHWV
'HF




,QWDQ
JLEOH
DVVHWV

(TXLW\
FRP
SRQHQW
FRQYHUW
LEOH
ERQGV

 'HIHUUHGWD[DVVHWVDQGGHIHUUHGOLDELOLWLHV
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 &DVKDQGFDVKHTXLYDOHQWV

 $FFXPXODWHGGHILFLW

&DVKDQGFDVKHTXLYDOHQWVFRQVLVWRIWKHIROORZLQJLWHPV


(85N

(85N

7KH DFFXPXODWHG GHILFLW LQFOXGHV WKH LQFRPH RI WKH FRPSDQLHV
LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV SOXV DFWXDULDO
JDLQV WKDW ZLOO QRW EH UHFODVVLILHG WR SURILW RU ORVV LQ VXEVHTXHQW
SHULRGV





 2WKHUFRPSRQHQWVRIHTXLW\

'HF 'HF


&DVKDWEDQNV
&DOOGHSRVLWV





&DVKLQWUDQVLW





&DVKLQKDQG














&DVKDWEDQNVDWWULEXWDEOHWR
DVVHWVKHOGIRUVDOH
&DVKDQGFDVKHTXLYDOHQWV





2WKHUFRPSRQHQWVRIHTXLW\FRQVLVWVROHO\RIORVVHVUHVXOWLQJIURP
WKHWUDQVODWLRQRIWKHDFFRXQWVRIWKHIRUHLJQVXEVLGLDULHVIURPORFDO
FXUUHQFLHV ZKLFK DUH WKH IXQFWLRQDO FXUUHQFLHV RI WKHVH
VXEVLGLDULHVLQWR(XURZKLFKLVWKHIXQFWLRQDOFXUUHQF\RIWKHSDUHQW
FRPSDQ\DQGWKHUHSRUWLQJFXUUHQF\RIWKH*URXS
7RWDOFXUUHQF\HIIHFWDVSHU'HF







&DVKDQGFDVKHTXLYDOHQWVDUHIUHHO\DYDLODEOH7KHKLJKFDVKOHYHO
UHVXOWVIURPWKHVXFFHVVIXOSODFHPHQWRIWKHFRQYHUWLEOHERQGDQG
ZLOO EH UHGXFHG VLJQLILFDQWO\ LQ WKH ILUVW KDOI RI  ZLWK WKH
DFTXLVLWLRQRI+H\]DS,QFDQG,QQHUDFWLYH/WG3OHDVHUHIHUWRQRWH
DQGQRWHIRUPRUHLQIRUPDWLRQ

 (TXLW\
7KH FRPSRQHQWV DQG FKDQJHV LQ FRQVROLGDWHG HTXLW\ DUH
VXPPDUL]HGLQWKHFRQVROLGDWHGVWDWHPHQWRIFKDQJHVLQHTXLW\

 ,VVXHGFDSLWDODQGVKDUHSUHPLXP



*RRGZLOO DULVLQJIURPDFTXLVLWLRQRI51760HGLD
&R/WG 
*RRGZLOO DULVLQJIURPDFTXLVLWLRQRI%LJ6WDU
*OREDO 
,QWDQJLEOHDVVHWV LGHQWLILHGDWDFTXLVLWLRQVLQ
H[FHVVWRRWKHUQHWDVVHWV 



'HIHUUHGWD[OLDELOLWLHV RQLQWDQJLEOHDVVHWVDERYH 



2WKHUQHWDVVHWV
5HF\FOLQJRIFXUUHQF\WUDQVODWLRQHIIHFWVDULVLQJ
IURP51760HGLD&R/WG
$GGLWLRQDOFXUUHQF\HIIHFWV DULVLQJIURP
FRQVROLGDWLRQRI)\EHU 
&RUUHFWLRQRIGHIHUUHGWD[DVVHWVLQFRQQHFWLRQZLWK
%LJ6WDU*OREDO






7RWDOFXUUHQF\HIIHFW-DQ'HF

7KHDXWKRULVHGFDSLWDODPRXQWVWR(85NDQGLVGLYLGHGLQWR
 VKDUHV ZLWK D QRPLQDO YDOXH RI (85  HDFK
$FFRUGLQJ WR WKH ZDUUDQW DJUHHPHQWV VHH QRWH   
VKDUHVDUHUHVHUYHGWRH[HUFLVHWKHZDUUDQWV

 2WKHUFDSLWDOUHVHUYHV
2WKHUFDSLWDOUHVHUYHVLQFUHDVHLQE\(85NRIZKLFK
(85NUHODWHWRVWRFNRSWLRQVJUDQWHGWRHPSOR\HHV QRWH 
DVZHOODV(85NHTXLW\FRPSRQHQWRIWKHFRQYHUWLEOHERQG
QRWH   ,Q  WKH IDLU YDOXH RI ZDUUDQWV JUDQWHG WR WZR
6XSHUYLVRU\%RDUGPHEHUVDPRXQWLQJWR(85NZHUHDGGHG
WRRWKHUFDSLWDOUHVHUYHV
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'HF


'HF


(85N

(85N





5HWLUHPHQWSDLG



















&XUUHQWVHUYLFHFRVW



,QWHUHVWFRVWRQEHQHILWREOLJDWLRQ
1HWEHQHILWH[SHQVH



7KHHPSOR\HHEHQHILWVOLDELOLWLHVUHODWHWRWKHUHPDLQLQJREOLJDWLRQ
IURP WKH VKDUH DSSUHFLDWLRQ ULJKWV 6$5V  DVVXPHG E\ 5176
WKURXJKWKHDFTXLVLWLRQRI)\EHUDPRXQWLQJWR(85NDVRI
WKHEDODQFHVKHHWGDWH
)RUIXUWKHUGHWDLOVRQVKDUHDSSUHFLDWLRQULJKWVSOHDVHUHIHUWRQRWH
DQGQRWH
7KHGLVEXUVHPHQWVFKHGXOHRQWKHHPSOR\HHEHQHILWOLDELOLW\LVDV
IROORZV
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'HF


'HF


(85N

(85N





































'HILQHGEHQHILW
REOLJDWLRQDWWKH
EHJLQQLQJ
&XUUHQWVHUYLFH
FRVW

WKHUHRI
UHFRJQL
]HGLQWKH
RWKHU
FRPSUH
KHQVLYH

LQFRPH
'HF
'HF


(85N
(85N

























6HWWOHPHQWFRVW









&XUUHQF\HIIHFW
'HILQHGEHQHILW
REOLJDWLRQDW
WKHHQG


















7KH SULQFLSDO DVVXPSWLRQV XVHG LQ GHWHUPLQLQJ SRVWHPSOR\PHQW
EHQHILWREOLJDWLRQVIRUWKH&RPSDQ\¶VSODQDUHVKRZQEHORZ
'HF 'HF



7KH IROORZLQJ WDEOH VXPPDULVHV WKH FRPSRQHQWV RI QHW EHQHILW
H[SHQVH UHFRJQL]HG LQ WKH LQFRPH VWDWHPHQW DV GLVFRQWLQXHG
RSHUDWLRQV



'HF

(85N

WKHUHRI
UHFRJQL
]HGLQWKH
RWKHU
FRPSUH
KHQVLYH
LQFRPH
'HF

(85N



,QWHUHVWFRVW
$FWXDULDOJDLQV
DQGORVVHV
DULVLQJIURP
FKDQJHVLQ
GHPRJUDSKLF
DVVXPSWLRQV
3D\PHQWVPDGH
LQWKHV\VWHP

7KH*URXSRSHUDWHVDGHILQHGEHQHILWSODQ$OOHPSOR\HHVRI%LJ
6WDU*OREDODUH JUDQWHGDVLQJOHSD\PHQWDIWHUUHWLULQJIURPWKHLU
HPSOR\PHQW RU OHDYLQJ WKH FRPSDQ\ IRU RWKHU SXUSRVHV 7KH
FRQWULEXWLRQSHUHPSOR\HHWRWKHSODQLVFDOFXODWHGDFFRUGLQJWRWKH
.RUHDQODERUODZ

 (PSOR\HHEHQHILWVOLDELOLWLHV









 
7RWDOFXUUHQF\HIIHFWDVSHU'HF



&KDQJHVLQWKHSUHVHQWYDOXHRIWKHGHILQHGEHQHILWREOLJDWLRQDUH
DVIROORZV


$VRI'HFHPEHUWKHUHZDVRQO\RQHLWHPH[SOLFLWO\UHODWLQJ
WRHPSOR\HHEHQHILWVOLDELOLWLHVLQFOXGHGLQWKHQRQFXUUHQWVHFWLRQ
RI WKH EDODQFH VKHHW 6KRUWWHUP HPSOR\HH EHQHILWV ZHUH
UHFRJQL]HG LQ RWKHU FXUUHQW OLDELOLWLHV (85N  DQG LQ
SURYLVLRQV (85N  ,W ZDV GHFLGHG WKDW D VHSDUDWH
SUHVHQWDWLRQ RI VKRUWWHUP HPSOR\HH EHQHILWV OLDELOLWLHV LV
SUHIHUDEOH 7KH SULRU \HDU EDODQFH VKHHW SRVLWLRQ ZDV DGMXVWHG
UHVSHFWLYHO\7KHVKRUWWHUPHPSOR\HHEHQHILWVOLDELOLWLHVFRQVLVWRI
WKHIROORZLQJ





7RWDOFXUUHQF\HIIHFW-DQ'HF

6KDUH SUHPLXP ZDV LQFUHDVHG LQ  E\ (85 N  GXH WR DQ
HTXLW\ FRPSRQHQW UHVXOWLQJ IURP WZR VXEPDUNHW VKDUHKROGHU
EULGJHORDQVSUHWKHLVVXDQFHRIWKHFRQYHUWLEOHERQG

(85N



2WKHUV
6KRUWWHUPHPSOR\HHEHQHILWV
OLDELOLWLHV



2WKHUQHWDVVHWV
$GGLWLRQDOFXUUHQF\HIIHFWV DULVLQJIURP
FRQVROLGDWLRQRI)\EHU 
$GGLWLRQDOFXUUHQF\HIIHFWV DULVLQJIURP
FRQVROLGDWLRQRI)DON 

(85N

0DWXULW\LQ\HDUVDQGPRUH

8QVHWWOHGIURP)\EHU6$5



'HIHUUHGWD[OLDELOLWLHV RQLQWDQJLEOHDVVHWVDERYH 

'HF


0DWXULW\LQ\HDUV

7RWDOHPSOR\HHEHQHILWVOLDELOLWLHV



 
*RRGZLOO DULVLQJIURPDFTXLVLWLRQRI%LJ6WDU
*OREDO 
,QWDQJLEOHDVVHWV LGHQWLILHGDWDFTXLVLWLRQVLQ
H[FHVVWRRWKHUQHWDVVHWV 

0DWXULW\LQ\HDUV





7RWDOFXUUHQF\HIIHFWDVSHU'HF

0DWXULW\LQ\HDU



 
7KHLVVXHGFDSLWDORI51760HGLD19DPRXQWLQJWR(85N
LVGLYLGHGLQWRFRPPRQVKDUHVZLWKDQRPLQDOYDOXH
RI (85  HDFK 7KH LVVXHG FDSLWDO DV RI  'HFHPEHU 
FRQVLVWHGHQWLUHO\RIIXOO\SDLGXSRUGLQDU\VKDUHV$WWKHUHSRUWLQJ
GDWHWKHVKDUHVZHUHSXEOLFO\WUDGHG7KH&RPSDQ\KDVXSJUDGHG
WKH OLVWLQJ DQG WUDGLQJ RI LWV VKDUHV IURP WKH (852 07) RI WKH
/X[HPERXUJ 6WRFN ([FKDQJH WR WKH UHJXODWHG PDUNHW RI WKH
)UDQNIXUW6WRFN([FKDQJHZLWKVLPXOWDQHRXVDGPLVVLRQWRWKHVXE
VHJPHQW RI WKH UHJXODWHG PDUNHW ZLWK DGGLWLRQDO SRVWDGPLVVLRQ
REOLJDWLRQV 3ULPH 6WDQGDUG  RI WKH )UDQNIXUW 6WRFN ([FKDQJH
6LQFH$XJXVWWKHVKDUHVDUHWUDGHGRQWKH3ULPH6WDQGDUG
RIWKH)UDQNIXUW6WRFN([FKDQJH



'HF


'LVFRXQWUDWH





)XWXUHVDODU\LQFUHDVHV






$VSHUUHSRUWLQJGDWHWKHGHILQHGEHQHILWREOLJDWLRQLVQRWFRYHUHG
E\DQ\SODQDVVHWV)RUDFRQWULEXWLRQWRSODQDVVHWVLVQRW
VFKHGXOHGIXUWKHUSURMHFWLRQVDUHQRWPDGHE\PDQDJHPHQWLQWKLV
UHVSHFW
7KHDYHUDJHGXUDWLRQRIWKHGHILQHGEHQHILWSODQREOLJDWLRQDWWKH
HQGRIWKHUHSRUWLQJSHULRGLV\HDUV
$TXDQWLWDWLYHVHQVLWLYLW\DQDO\VLVIRUVLJQLILFDQWDVVXPSWLRQVDVDW
'HFHPEHULVDVIROORZV
6LJQLILFDQW
DVVXPSWLRQV

6HQVLWLYLW\
OHYHO


LQFUHDVH


GHFUHDVH

(85N

(85N

'LVFRXQWUDWH


,PSDFWRQ
WKHGHILQHG
EHQHILW
REOLJDWLRQ



)XWXUHVDODU\LQFUHDVHV










6HQVLWLYLWLHV DUH FDOFXODWHG EDVHG RQ WKH VDPH PHWKRG SUHVHQW
YDOXHRIWKHGHILQHGEHQHILWREOLJDWLRQFDOFXODWHGZLWKWKHSURMHFWHG
XQLW PHWKRG  DV DSSOLHG ZKHQ FDOFXODWLQJ WKH SRVWHPSOR\PHQW
EHQHILWREOLJDWLRQ7KHVHQVLWLYLW\DQDO\VLVLVEDVHGRQDFKDQJHRI
RQH DVVXPSWLRQ KROGLQJ DOO RWKHU DVVXPSWLRQV FRQVWDQW 7KLV LV
XQOLNHO\ WR RFFXU LQ SUDFWLFH DQG FKDQJHV RI PRUH WKDQ RQH
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DVVXPSWLRQPD\EHFRUUHODWHGOHDGLQJWRGLIIHUHQWLPSDFWVRQWKH
GHILQHGEHQHILWREOLJDWLRQWKDQGLVFORVHGDERYH,IWKHDVVXPSWLRQV
FKDQJH DW D GLIIHUHQW OHYHO WKH HIIHFW RQ WKH GHILQHG EHQHILW
REOLJDWLRQLVQRWQHFHVVDULO\LQDOLQHDUUHODWLRQ

 6KRUWWHUPERUURZLQJV

 /RQJWHUPERUURZLQJV

&UHGLWRU
5HFODVVLILHGWR
OLDELOLWLHVGLUHFWO\
FRQQHFWHGZLWK
WKHDVVHWVKHOG

IRUVDOH
+\RXQJ+RRQ

+DQ
,QGXVWULDO%DQNRI
.RUHD


%RUURZLQJVDVRI'HFHPEHUFRQVLVWRIWKHIROORZLQJ

&UHGLWRU
&RQYHUWLEOH
ERQG
6<6./WG

/RQJWHUP
ERUURZLQJV

'HF






(85N


0
(85,%25


/DUV:LQGKRUVW

$QQXDO
LQWHUHVW 'HF
UDWH

DVRI
'HF (85N




'HF



0DWXULW\
(85N
GDWH



-XO\












,Q
8WLOLVD
FUHDVH
WLRQ

5H
YHUVDO

'HF


(85N

(85N

(85N

(85N




,Q  WKH *URXS UHSDLG (85 N  RI ORQJWHUP ERUURZLQJV
IURP SURFHHGV UHFHLYHG IURP WKH LVVXH RI WKH FRQYHUWLEOH ERQGV
SODFHG RQ  -XO\  7KH FRQYHUWLEOH ERQGV KDYH D QRPLQDO
LQWHUHVW UDWH RI  SD SD\DEOH VHPLDQQXDOO\ LQ DUUHDUV 7KH
HIIHFWLYHLQWHUHVWUDWHWDNLQJLQWRDFFRXQWPDUNHWUDWHDWWKHWLPHRI
LVVXHDVZHOODVWUDQVDFWLRQFRVWVZDV3OHDVHUHIHUWRQRWH
IRUIXUWKHUGHWDLOVRQWKHFRQYHUWLEOHERQGV



0DWXULW\
(85N
GDWH

3URYLVLRQV

(85N

























7KH 3URYLVLRQV IRU RQHURXV FRQWUDFWV DUH PDGH E\ )\EHU IRU
XQDYRLGDEOHFRVWVLQFRQQHFWLRQZLWKPRYLQJWRDQHZGDWDFHQWHU
VHH QRWH   7KH FRQWUDFWV IRU WKH ROG GDWD FHQWHU KDG D IL[HG
WHUPDQGFRQWLQXHLQVRPHFDVHVXQWLO1RYHPEHU8VDJHRI
WKHROGGDWDFHQWHUZDVGLVFRQWLQXHGGXHWRLWEHLQJWRRVPDOOIRU
WKHLQFUHDVHGYROXPHVRIWKH)\EHU







-XO\














5HSDLG
,QYHVWLWLRQVEDQN
%HUOLQ ,%% 













0
(85,%25












:6-
3ULPH










 










$GPRQHWL]DWLRQ

(85N

(85N

















'LVFRQWLQXHGRSHUDWLRQV















6HJPHQW

7\SHVRISURGXFWVDQGVHUYLFHV

$GPRQHWL]DWLRQ 3URYLGLQJDVXSSO\VLGHSODWIRUPVHUYLQJ
DSSGHYHORSHUVDQGSXEOLVKHUVRIFRQWHQW
IRUPRELOHDQGRQOLQHGHYLFHVWRPRQHWL]H
WKHLUDGYHUWLVLQJLQYHQWRU\
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(85N


2WKHUV
6XEWRWDOIURPFRQWLQXLQJ
RSHUDWLRQV




-DQ'HF
$GMXVWHG 1HWSURILW
(%,7'$
ORVV

5HYHQXH







6DSLQGD$VLD/WG
6DSLQGD,QYHVW
6jUO


2QHURXV
FRQWUDFWV

'HF




-DQ


%RUURZLQJVDVRI'HFHPEHUFRQVLVWRIWKHIROORZLQJ



$QQXDO
LQWHUHVWUDWH
DVRI'HF


 3URYLVLRQV

2WKHUV

2WKHUVHUYLFHVQRWLQFOXGHGLQSUHYLRXV
DFWLYLWLHVLQFOFRUSRUDWHVHUYLFHV



 &DVKIORZ



7KHFDVKIORZVWDWHPHQWZDVSUHSDUHGXVLQJWKHLQGLUHFWPHWKRG
IRUSUHVHQWDWLRQRIRSHUDWLQJDFWLYLWLHV

27+(5',6&/2685(6

5HFRQFLOLDWLRQ IURP WKH DPRXQWV LQ WKH VWDWHPHQW RI ILQDQFLDO
SRVLWLRQ WR WKH WRWDO DPRXQWV RI DOO UHSRUWDEOH VHJPHQWV ZDV QRW
SUHSDUHG VLQFH WKH LQIRUPDWLRQ RI WKH UHSRUWDEOH VHJPHQWV
FRPSOHWHO\ PDWFK ZLWK WKH DPRXQWV VKRZQ LQ WKH ILQDQFLDO
VWDWHPHQWV

 2WKHUFXUUHQWOLDELOLWLHV

 2SHUDWLQJVHJPHQWV

 *HRJUDSKLFLQIRUPDWLRQ

7KHRWKHUFXUUHQWOLDELOLWLHVEUHDNGRZQDVIROORZV

6LQFHWKHUHRUJDQL]DWLRQRIWKH*URXSDQGLWVLQYHVWPHQWLQ)\EHU
*PE+ LQ  WKH *URXS RSHUDWHG ZLWK WKUHH VHJPHQWV $G
PRQHWL]DWLRQ(GXWDLQPHQWDQG2WKHUV :LWKWKHGHFLVLRQRIDVDOH
RUDZLQGGRZQRI%LJ6WDU*OREDOWKHZKROHVHJPHQW(GXWDLQPHQW
ZDVGLVFRQWLQXHGDQGWKHUHIRUHFHDVHGWREHDQRSHUDWLQJVHJPHQW
IRUPDQDJHPHQWUHSRUWLQJSXUSRVHV

%UHDNGRZQRIUHYHQXHDFFRUGLQJWRFXVWRPHUV¶ORFDWLRQ

6LOLFRQ9DOOH\
%DQN 69% 

6KRUWWHUP
ERUURZLQJV







 7UDGHDQGRWKHUSD\DEOHV
7KHWUDGHDQGRWKHUSD\DEOHVEUHDNGRZQDVIROORZV


7UDGHSD\DEOHV
$FFUXDOV
2WKHUV
7UDGHDQGRWKHUSD\DEOHV

'HF


'HF


(85N

(85N




















(85N





3D\DEOHVLQFRQQHFWLRQZLWKSHUVRQQHO





'HEWRUZLWKFUHGLWEDODQFHV





$GYDQFHVUHFHLYHG









7D[SD\DEOHV
2WKHUV
2WKHUFXUUHQWOLDELOLWLHV





(85N



$V GHVFULEHG LQ QRWH  DQ\ DFFUXDOV WKDW ZHUH LQFOXGHG LQ
SURYLVLRQVDVRI'HFHPEHU (85N ZHUHUHFODVVLILHG
WRWUDGHDQGRWKHUSD\DEOHV



'HF


$FFUXHGQRPLQDOLQWHUHVWRI
FRQYHUWLEOHERQG





'HF












7UDQVIHU SULFHV EHWZHHQ RSHUDWLQJ VHJPHQWV DUH RQ DQ DUP V
OHQJWKEDVLVLQDPDQQHUVLPLODUWRWUDQVDFWLRQVZLWKWKLUGSDUWLHV
7KHILQDQFLDOSHUIRUPDQFHDQGILQDQFLDOSRVLWLRQRIHDFKVHJPHQW
IRU WKH \HDU HQGHG  'HFHPEHU  DQG WKH UHIHUHQFH \HDU
HQGHG'HFHPEHUDUHDVIROORZV




7KH RWKHU FXUUHQW OLDELOLWLHV PDLQO\ FRQVLVW RI DFFUXHG QRPLQDO
LQWHUHVW RQ WKH FRQYHUWLEOH ERQGV SDLG RQ  -DQXDU\  )RU
PRUH LQIRUPDWLRQ UHJDUGLQJ WKH FRQYHUWLEOH ERQGV SOHDVH UHIHU WR
QRWH

$GPRQHWL]DWLRQ





(85N

(85N

(85N



















'LVFRQWLQXHGRSHUDWLRQV




















$GPRQHWL]DWLRQ 7RWDOUHYHQXH



(85N

(85N

8QLWHG6WDWHV
(XURSH0LGGOH(DVWDQG
$IULFD













$VLD3DFLILF
5HVWRIWKHZRUOG









 





-DQ'HF



$GPRQHWL]DWLRQ 7RWDOUHYHQXH


8QLWHG6WDWHV
(XURSH0LGGOH(DVWDQG
$IULFD
$VLD3DFLILF
5HVWRIWKHZRUOG


(85N

(85N
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-DQ'HF
$GMXVWHG 1HWSURILW
5HYHQXH
(%,7'$
ORVV

2WKHUV
6XEWRWDOIURPFRQWLQXLQJ
RSHUDWLRQV







-DQ'HF
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 0DMRUFXVWRPHU¶VLQIRUPDWLRQ

SD3OHDVHUHIHUWRQRWHDQGIRUIXUWKHUGHWDLOVLQ
UHVSHFWWRERUURZLQJV

7KH *URXS SODFHV LWV FDVK ZLWK FUHGLWZRUWK\ ILQDQFLDO LQVWLWXWLRQV
DQGSHUIRUPVRQJRLQJFUHGLWHYDOXDWLRQRILWVFXVWRPHUV¶ILQDQFLDO
FRQGLWLRQV
7KH*URXSSURYLGHVVHUYLFHVRQO\IRUFUHGLWZRUWK\FOLHQWVDQGWKH
UHFHLYDEOHEDODQFHVDUHPRQLWRUHGRQDQRQJRLQJEDVLV
)RUWKH\HDUHQGHG'HFHPEHUWKH*URXSKDVQRPDMRU
FXVWRPHUV ZKR UHSUHVHQW  RU PRUH RI WKH *URXS¶V WRWDO
UHYHQXH

 &DSLWDOPDQDJHPHQW

7KH SULPDU\ REMHFWLYH RI WKH *URXS¶V FDSLWDO PDQDJHPHQW LV WR
HQVXUHWKDWLWPDLQWDLQVDQDSSURSULDWHFDSLWDOVWUXFWXUHWRVXSSRUW
LWV FXUUHQW EXVLQHVV DQG IXWXUH JURZWK DQG WKHUHIRUH PD[LPL]H
VKDUHKROGHU¶VYDOXH

 )LQDQFLDODVVHWVDQGOLDELOLWLHV
6HWRXWEHORZLVFRPSDULVRQE\FODVVRIWKHFDUU\LQJDPRXQWVDQG
WKHIDLUYDOXHVRIWKH*URXS¶VILQDQFLDOLQVWUXPHQWVRWKHUWKDQWKRVH
ZLWK FDUU\LQJ DPRXQWV WKDW DUH UHDVRQDEOH DSSUR[LPDWLRQV RI IDLU
YDOXHV




'HF


&DUU\LQJDPRXQW

)DLU9DOXH



(85N

(85N



)LQDQFLDOOLDELOLWLHV



/RQJWHUPERUURZLQJV













'HF





&DUU\LQJDPRXQW



)DLU9DOXH

(85N


)LQDQFLDOOLDELOLWLHV

(85N


/RQJWHUPERUURZLQJV












7KHLQGHPQLILFDWLRQDVVHWLQFRQQHFWLRQZLWKWKHUHLPEXUVHPHQWRI
WKH SD\RXW WR HPSOR\HHV LQ FRQQHFWLRQ ZLWK WKH YLUWXDO VKDUH
SURJUDP )\EHU 6$5  WKDW DUH FDUULHG LQ QRQFXUUHQW ILQDQFLDO
DVVHWVDQGRWKHUFXUUHQWILQDQFLDODVVHWVDUHYDOXHGDFFRUGLQJ WR
WKHLU XQGHUO\LQJ REOLJDWLRQV ZKLFK DUH FDUULHG LQ ORQJWHUP
HPSOR\HH EHQHILWV OLDELOLWLHV DQG VKRUWWHUP HPSOR\HH EHQHILWV
OLDELOLWLHV
7KHDPRUWL]HGFRVWVRIWKHWUDGHDQGRWKHUUHFHLYDEOHVRWKHUFDVK
DQG FDVK HTXLYDOHQWV WUDGH DQG RWKHU SD\DEOHV DQG VKRUWWHUP
ERUURZLQJVJHQHUDOO\DSSUR[LPDWHIDLUYDOXHVGXHWRWKHVKRUWWHUP
PDWXULWLHVRIWKHVHLQVWUXPHQWV7KHIDLUYDOXHRIIL[HGLQWHUHVWORQJ
WHUP ERUURZLQJV ZDV GHWHUPLQHG XVLQJ /HYHO  WHFKQLTXHV E\
GLVFRXQWLQJWKHH[SHFWHGFDVKIORZVZLWKDSUHWD[FRVWRIGHEWRI
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7KH*URXSLVH[SRVHGWRYDULRXVILQDQFLDOULVNVZKLFKDULVHRXWRI
LWVEXVLQHVVDFWLYLWLHV0DLQULVNVLGHQWLILHGLQFOXGHILQDQFLDOPDUNHW
ULVNVVXFKDVFXUUHQF\DQGLQWHUHVWUDWHULVNVDVZHOODVOLTXLGLW\
ULVNV DQG FUHGLW ULVNV 7KH *URXS PDQDJHV WKHVH ULVNV LQ
DFFRUGDQFHWRLWVULVNVWUDWHJ\WRPLWLJDWHDQ\QHJDWLYHHIIHFWVRQ
WKH ILQDQFLDO SHUIRUPDQFH DQG WR VHFXUH WKH ILQDQFLDO SRVLWLRQ RI
5176*URXS



'HF

'HF



(85N

(85N

/RQJWHUPERUURZLQJV

0DUNHW ULVN LV WKH ULVN WKDW WKH IDLU YDOXH RU IXWXUH FDVK IORZV RI
ILQDQFLDO LQVWUXPHQWV ZLOO IOXFWXDWH GXH WR FKDQJHV LQ PDUNHW
YDULDEOHVVXFKDVIRUHLJQH[FKDQJHUDWHVDQGLQWHUHVWUDWHV

IL[HGLQWHUHVWUDWH





IORDWLQWHUHVWUDWH









6KRUWWHUPERUURZLQJV

)RUHLJQFXUUHQF\ULVNLVWKHULVNWKDWWKHIDLUYDOXHRUIXWXUHFDVK
IORZVRIDILQDQFLDOLQVWUXPHQWZLOOIOXFWXDWHEHFDXVHRIFKDQJHVLQ
IRUHLJQ H[FKDQJH UDWHV 7KH *URXS¶V UHSRUWLQJ FXUUHQF\ LV (XUR
7KH *URXS LV H[SRVHG WR H[FKDQJH UDWH ULVNV LQ VHYHUDO ZD\V
SDUWLFXODUO\ ZLWK UHVSHFW WR WUDQVDFWLRQV LQ IRUHLJQ FXUUHQFLHV DQG
IRUHLJQ H[FKDQJH WUDQVODWLRQ HIIHFWV DULVLQJ PDLQO\ IURP WKH
UHODWLYHYDOXHRIWKH(XURFRPSDUHGWRWKHYDOXHRIWKH86GROODUV
86' 'XHWRWKHLQWHUQDWLRQDOQDWXUHRIWKH*URXS¶VEXVLQHVVWKH
*URXS FXUUHQWO\ KDV IRUHLJQ VDOHV DQG DFFRXQWV UHFHLYDEOH
GHQRPLQDWHG LQ FXUUHQFLHV RWKHU WKDQ WKH (XUR ,Q DGGLWLRQ WKH
*URXS SXUFKDVHV DGYHUWLVLQJ LQ ORFDO FXUUHQFLHV DQG LQFXUV D
SRUWLRQRILWVRSHUDWLQJH[SHQVHVLQRWKHUFXUUHQFLHVWKDQ(XUR7KH
*URXS IDFHV H[SRVXUH WR DGYHUVH PRYHPHQWV LQ FXUUHQF\
H[FKDQJHUDWHVZKLFKPD\FDXVHLWVUHYHQXHDQGRSHUDWLQJUHVXOWV
WRGLIIHUPDWHULDOO\IURPH[SHFWDWLRQV7KH*URXS¶VRSHUDWLQJUHVXOWV
FRXOGEHQHJDWLYHO\LPSDFWHGGHSHQGLQJRQWKHDPRXQWRIUHYHQXH
RURSHUDWLQJH[SHQVHVWKDWDUHGHQRPLQDWHGLQIRUHLJQFXUUHQFLHV
$V H[FKDQJH UDWHV YDU\ UHYHQXH RSHUDWLQJ H[SHQVHV DQG RWKHU
RSHUDWLQJ UHVXOWV ZKHQ WUDQVODWHG PD\ GLIIHU PDWHULDOO\ IURP
H[SHFWDWLRQV ,Q DGGLWLRQ WKH *URXS¶V UHYHQXH DQG RSHUDWLQJ
UHVXOWV DUH VXEMHFW WR IOXFWXDWLRQ LI WKH PL[ RI 86 DQG IRUHLJQ
FXUUHQF\ GHQRPLQDWHG WUDQVDFWLRQV RU H[SHQVHV FKDQJHV LQ WKH
IXWXUH EHFDXVH WKH *URXS GRHV QRW FXUUHQWO\ KHGJH LWV IRUHLJQ
FXUUHQF\H[SRVXUH7KHUHRIDFXUUHQF\KHGJLQJZLOOEHFRQVLGHUHG
LQWKHIXWXUHE\WKH*URXS
7KH IROORZLQJ WDEOH GHPRQVWUDWHV WKH VHQVLWLYLW\ WR D UHDVRQDEO\
SRVVLEOH FKDQJH LQ WKH H[FKDQJH UDWH RI 86' ZLWK DOO RWKHU
YDULDEOHVKHOGFRQVWDQW

IL[HGLQWHUHVWUDWH





IORDWLQWHUHVWUDWH












 &UHGLWULVN










(IIHFWRQ
ORVV
EHIRUHWD[






























































































 /LTXLGLW\ULVN
/LTXLGLW\ULVNDULVHVIURPWKHSRVVLELOLW\WKDWWKH*URXSPD\QRWEH
DEOH WR PHHW LWV ILQDQFLDO REOLJDWLRQV DV WKH\ IDOO GXH 7KH *URXS
HVWDEOLVKHV VKRUW DQG ORQJWHUP FDSLWDO PDQDJHPHQW SODQV DQG
DQDO\VHVDQGUHYLHZVFDVKIORZEXGJHWVZLWKDFWXDOFDVKRXWIORZV
LQ RUGHU WR PDWFK WKH PDWXULW\ RI ILQDQFLDO OLDELOLWLHV DQG ILQDQFLDO
DVVHWV,QRUGHUWRVHFXUHDQGPDLQWDLQWKHOLTXLGLW\RIWKH*URXS
7KH DJJUHJDWH PDWXULWLHV RI XQGLVFRXQWHG ILQDQFLDO OLDELOLWLHV
RXWVWDQGLQJDVRI'HFHPEHUDQGDUHDVIROORZV

(85N

'HF
:LWKLQ
\HDUV

7RWDO

\HDUVWR
\HDUV

2YHU
\HDUV


/RQJWHUPHPSOR\HH
EHQHILWOLDELOLWLHV









/RQJWHUPERUURZLQJV









7KH *URXS SODFHV LWV FDVK ZLWK FUHGLWZRUWK\ ILQDQFLDO LQVWLWXWLRQV
DQGSHUIRUPVRQJRLQJFUHGLWHYDOXDWLRQRILWVFXVWRPHUV¶ILQDQFLDO
FRQGLWLRQV













2WKHUFXUUHQWOLDELOLWLHV









7KH*URXSSURYLGHVVHUYLFHVRQO\IRUFUHGLWZRUWK\FOLHQWVDQGWKH
UHFHLYDEOH EDODQFHV DUH PRQLWRUHG RQ DQ RQJRLQJ EDVLV ,Q
DGGLWLRQ WKH *URXS HQWHUHG LQ  LQWR D FUHGLW LQVXUDQFH
DJUHHPHQW WR SURWHFW SD\PHQWV 7KH *URXS KDV QR VLJQLILFDQW
H[SRVXUHWRDQ\FXVWRPHUQRUGRHVLWKDYHDQ\PDMRUFRQFHQWUDWLRQ
RIFUHGLWULVN

3URYLVLRQV


















 

(85N







1HLWKHU
SDVWGXH
QRU
LPSDLUHG


SDVWGXHEXWQRWLPSDLUHG
2YHU



GD\V
GD\V
GD\V



































































:LWKLQ
\HDUV

\HDUVWR
\HDUV

2YHU
\HDUV







/RQJWHUPERUURZLQJV



























6KRUWWHUPERUURZLQJV









2WKHUFXUUHQWOLDELOLWLHV























/RQJWHUPHPSOR\HH
EHQHILWOLDELOLWLHV

7UDGHDQGRWKHUSD\DEOHV
6KRUWWHUPHPSOR\HH
EHQHILWOLDELOLWLHV


GD\V


'HF

7RWDO

'HF





(85N

$JLQJ DQDO\VLV RI QRQGHULYDWLYH ILQDQFLDO LQVWUXPHQWV DV RI 
'HFHPEHUDQGLVDVIROORZV


1RQFXUUHQW
ILQDQFLDO
DVVHWV
7UDGHDQG
RWKHU
UHFHLYDEOHV
2WKHU
FXUUHQW
ILQDQFLDO
DVVHWV
&DVKDQG
FDVK
HTXLYDOHQWV
$VVHWVKHOG
IRUVDOH











SDVWGXHEXWQRWLPSDLUHG
2YHU



GD\V
GD\V
GD\V


GD\V



(85N




1RQFXUUHQW
ILQDQFLDO
DVVHWV
7UDGHDQG
RWKHU
UHFHLYDEOHV
2WKHU
FXUUHQW
ILQDQFLDO
DVVHWV
&DVKDQG
FDVK
HTXLYDOHQWV

1HLWKHU
SDVWGXH
QRU
LPSDLUHG

7UDGHDQGRWKHUSD\DEOHV
6KRUWWHUPHPSOR\HH
EHQHILWOLDELOLWLHV

(IIHFW
RQ
HTXLW\

(85N



7RWDO

&UHGLWULVNLVWKHULVNWKDWDFRXQWHUSDUW\ZLOOQRWPHHWLWVREOLJDWLRQV
XQGHU D ILQDQFLDO LQVWUXPHQW RU FXVWRPHU FRQWUDFW OHDGLQJ WR D
ILQDQFLDOORVV7KHFDUU\LQJDPRXQWRIWUDGHDQGRWKHUUHFHLYDEOHV
DVZHOODVIURPFDVKDQGFDVKHTXLYDOHQWVUHSUHVHQWWKH*URXS¶V
PD[LPXPH[SRVXUHWRFUHGLWULVN1RRWKHUILQDQFLDODVVHWFDUULHVD
VLJQLILFDQWH[SRVXUHWRFUHGLWULVN

7RWDO

0D[LPXP
PLQLPXP
OHYHO





'HFHPEHU











 )RUHLJQFXUUHQF\ULVN

&KDQJHLQ
86'UDWH

(85N

,QWHUHVWULVNDULVHVIURPWKHSRVVLELOLW\WKDWFKDQJHVLQLQWHUHVWUDWHV
ZLOODIIHFWIXWXUHFDVKIORZVRUWKHIDLUYDOXHRIILQDQFLDOLQVWUXPHQWV
$VDW'HFHPEHUWKH*URXSGRHVQRWKDYHDQ\ERUURZLQJV
ZLWK IORDW LQWHUHVW UDWHV 7KHUHIRUH LQWHUHVW UDWH FKDQJHV LQ WKH
IXWXUH ZLOO QRW DIIHFW FDVK IORZV LQ WKLV UHVSHFW $V WKH &RPSDQ\
GRHV QRW KDYH ILQDQFLDO LQVWUXPHQWV PHDVXUHG DW IDLU YDOXH
FKDQJHVLQWKHLQWHUHVWUDWHZLOOKDYHQRLPSDFWRQHTXLW\3OHDVH
UHIHUWRQRWHDQGIRUIXUWKHUGHWDLOVRQWKHORDQV

 )LQDQFLDOPDUNHWULVNV

&DSLWDOLQFOXGHVHTXLW\DWWULEXWDEOHWRVKDUHKROGHUVRIWKHSDUHQW
$QDQDO\VLVRIWKH*URXSQHWGHEWLVVKRZQLQQRWH



 )LQDQFLDOULVNPDQDJHPHQW

 ,QWHUHVWUDWHULVN


7KHLQFUHDVHLQRXWVWDQGLQJILQDQFLDOOLDELOLWLHVLVPDLQO\GULYHQE\
WKHORQJWHUPERUURZLQJVFRQVLVWLQJVROHO\RIWKHFRQYHUWLEOHERQG
LVVXHGE\WKHJURXSLQ QRWH 
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 5HODWLRQVKLSVZLWKUHODWHGSDUWLHV
7KHIROORZLQJWDEOHSURYLGHVWKHEDODQFHVZLWKUHODWHGSDUWLHVDVDW
'HFDVZHOODVWKHWRWDODPRXQWRIWUDQVDFWLRQVWKDWKDYH
EHHQHQWHUHGLQWRZLWKUHODWHGSDUWLHVGXULQJ



$PRXQWV
RZHGE\
SDUWLHV



(85N

.H\PDQDJHPHQWSHUVRQQHO
6KDUHKROGHU


$PRXQWV
6DOHVWR
RZHGWR
SDUWLHV
SDUWLHV
(85N



(85N






3XUFKDVHV
IURP
SDUWLHV
(85N






















/DUV:LQGKRUVW









6DSLQGD,QYHVW6jUO











7KH*URXSFRQVLGHUVPHPEHUVRIHLWKHUWKH0DQDJHPHQW%RDUGRU
WKH 6XSHUYLVRU\ %RDUG RI WKH SDUHQW DV VXFK NH\ PDQDJHPHQW
SHUVRQQHOIRUZKLFKFRPSHQVDWLRQZDVUHFRJQL]HGDVIROORZV



6<6./WG






6KDUHEDVHGSD\PHQWV
6KRUWWHUPHPSOR\HHEHQHILWV




7KHIROORZLQJWDEOHSURYLGHVWKHEDODQFHVZLWKUHODWHGSDUWLHVDVDW
'HFDVZHOODVWKHWRWDODPRXQWRIWUDQVDFWLRQVWKDWKDYH
EHHQHQWHUHGLQWRZLWKUHODWHGSDUWLHVGXULQJ

$PRXQWV
RZHGE\
SDUWLHV



(85N


.H\PDQDJHPHQWSHUVRQQHO
6KDUHKROGHU

(85N














6<6./WG









/DUV:LQGKRUVW









6DSLQGD,QYHVW6jUO









$GHWUD
























$PRXQWV
RZHGE\
SDUWLHV

$QRD&DSLWDO6$
$PRXQWV
6DOHVWR
RZHGWR
SDUWLHV
SDUWLHV

3XUFKDVHV
IURPSDUWLHV



(85N

(85N

(85N

(85N






















,QSXUFKDVHVIURP$QRDUHODWHGPDLQO\WRWKHSODFHPHQWRI
WKHFRQYHUWLEOHERQGV (85N ZKLFKZDVQRWH[SHQVHGEXW
GLUHFWO\GHGXFWHGIURPWKHERQGVSURFHHGV)XUWKHU$QRDSURYLGHG
JHQHUDOFRUSRUDWHDGYLFH (85N LQFOXGLQJEXWQRWOLPLWHGWR
WKHOLVWLQJXSJUDGH,Q$QRDSURYLGHGDYDULHW\RIFRQVXOWLQJ
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(85N

(85N




























6XSHUYLVRU\%RDUG
5\DQ
VKDUHEDVHG
.DYDQDXJK
SD\PHQWV
VKDUHEDVHG
'LUNYDQ'DHOH
SD\PHQWV





(85N

















'HF

&RXQWU\

1XPEHURI
HPSOR\HHV

1XPEHURI
HPSOR\HHV

*HUPDQ\





86$





.RUHD





-DSDQ











'HF

'HF

(85N

(85N





2WKHUFRQILUPDWLRQVHUYLFHV





7D[FRQVXOWLQJVHUYLFHV






$XGLWVHUYLFHV















 (YHQWVDIWHUWKHEDODQFHVKHHWGDWH







 $FTXLVLWLRQRI+H\]DS

7KHDPRXQWVVKRZQLQWKHWDEOHDERYHDUHWKRVHUHFRJQL]HGDVDQ
H[SHQVH GXULQJ WKH UHSRUWLQJ SHULRG UHODWHG WR NH\ PDQDJHPHQW
SHUVRQQHO )XUWKHU $QGUHDV %RGF]HN DQG -DQLV =HFK UHFHLYHG
VKRUWWHUP HPSOR\HH EHQHILWV LQ FRQQHFWLRQ ZLWK WKH )\EHU VKDUH
DSSUHFLDWLRQ ULJKWV QRWH  DQG QRWH   RI (85N DQG
(85NUHVSHFWLYHO\'XHWRWKHLQGHPQLILFDWLRQPHFKDQLVP
LQSODFHWKH*URXSLVQRWILQDOO\EXUGHQHGE\WKHVHEHQHILWV

2Q  'HFHPEHU  WKH &RPSDQ\ DQQRXQFHG WKDW LW KDV
HQWHUHGLQWRDGHILQLWLYHDJUHHPHQWWRDFTXLUHRIWKHVKDUHV
RI+H\]DS,QFDIDVWJURZLQJ&DOLIRUQLD86$EDVHGVXSSO\VLGH
SODWIRUPDQGPHGLDWLRQSURYLGHU7KHPD[LPXPFRQVLGHUDWLRQKDV
EHHQ DJUHHG WR EH 86'N LQ FDVK 86'N  DQG
VKDUHV 86'N FRQVLVWLQJRIDQLQLWLDOSD\PHQWSOXVHDUQRXW
DV ZHOO DV UHWHQWLRQ FRPSRQHQWV PRVWO\ SD\DEOH RYHU XS WR 
PRQWKVSRVWFORVLQJRIWKHWUDQVDFWLRQ

 2WKHUILQDQFLDOFRPPLWPHQWV

2Q-DQXDU\DOOFORVLQJFRQGLWLRQVKDYHEHHQPHWDQGWKH
WUDQVDFWLRQKDVWKHUHIRUHFORVHG

/HDVHSD\PHQWVIRULQDQDPRXQWRI(85N (85
N ZHUHLQFOXGHGLQRWKHURSHUDWLQJH[SHQVHV)XWXUHPLQLPXP
OHDVH SD\DEOHV XQGHU QRQFDQFHOODEOH RSHUDWLQJ OHDVHV DUH DV
IROORZV

7KHDFTXLVLWLRQZDVSULPDULO\PDGHLQRUGHUWRH[SDQGWKHUHDFK
DQGOLTXLGLW\RIWKH)\EHUSODWIRUPE\FRQQHFWLQJWKHXQLTXHSRUWIROLR
RI+H\]DS¶VSXEOLVKHUDQGDGYHUWLVHUERWKZLWKGLUHFWDQGPHGLDWHG
UHODWLRQVKLSV



,GHQWLILHGGXULQJSXUFKDVHSULFHDOORFDWLRQ



&XVWRPHUUHODWLRQVKLSV



7HFKQRORJ\



%UDQG







&XUUHQWDVVHWV



/RQJWHUPERUURZLQJV



&XUUHQWOLDELOLWLHV




 $XGLWRUVIHH
(UQVW <RXQJ$FFRXQWDQWV//3FKDUJHGWRWKH*URXSWKHIROORZLQJ
FRVWV IRU WKH SURFHGXUHV SHUIRUPHG IRU WKH ILQDQFLDO \HDU 
ZKLFKKDYHEHHQLQFXUUHGLQWKHILQDQFLDO\HDU

-DQ

,QWDQJLEOHDVVHWV
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(85N

'HF





)DLUYDOXH

'XULQJ WKH ILQDQFLDO \HDU  WKH *URXS LQFOXGLQJ DOO IXOO\
FRQVROLGDWHG FRPSDQLHV KDG DQ DYHUDJH RI  HPSOR\HHV
3HUVRQQHOH[SHQVHVLQWRWDOHGWR(85N$JHRJUDSKLF
EUHDNGRZQLVVKRZQLQWKHIROORZLQJWDEOH

 


,QWKHFRXUVHRIWKHSUHOLPLQDU\SXUFKDVHSULFHDOORFDWLRQDVFHQDULR
ZDVDVVXPHGZKHUHWKHH[SHFWHGFRQVLGHUDWLRQLQFOXGLQJDOOHDUQ
RXWFRPSRQHQWVDPRXQWVWR(85N 86'N )URP
WKLV FRQVLGHUDWLRQ ORDQV RI +H\]DS WR IRUPHU VKDUHKROGHUV KDYH
EHHQ UHSDLG LQ DQ DPRXQW RI (85N 86'N  7KH
UHPDLQLQJ SXUFKDVH SULFH RI (85N 86'N  ZDV
DOORFDWHGWRWKHLGHQWLILHGDVVHWVDQGOLDELOLWLHVRI+H\]DSDVZHOODV
JRRGZLOODWWKHGDWHRIDFTXLVLWLRQDVIROORZV


 $YHUDJHQXPEHURIHPSOR\HHV

2WKHUVHUYLFHV


(85N

'XHZLWKLQRQH\HDU




'HF

'XHLQRQHWRILYH\HDUV



-DQ±
'HF


 

7KHSXUFKDVHVIURPNH\PDQDJHPHQWSHUVRQQHOFRQVLVWPDLQO\RI
FRPSHQVDWLRQ RI NH\ PDQDJHPHQW SHUVRQQHO RI (85 N 
 (85 N   )XUWKHU SXUFKDVHV RI (85N 
(85N UHODWHWRUHQWH[SHQVHIRUWKH%LJ6WDU*OREDORIILFHLQ
6HRXODVZHOOLQWHUHVWRQVKRUWWHUPORDQVDPRXQWLQJWR(85N
(85N ERWKSURYLGHGE\0U+\XQJKRRQ+DQ
2XWVWDQGLQJEDODQFHVZLWK$QRD&DSLWDO6$DUHDVIROORZV7KH
GLVFORVXUHLVPDGHDV0U'LUNYDQ'DHOHLV&(2DQGFRQWUROOLQJ
VKDUHKROGHU RI $QRD &DSLWDO 6$ DV ZHOO DV &KDLUPDQ RI WKH
VXSHUYLVRU\ERDUGRI51760HGLD19



7HUPLQDWLRQEHQHILWV


0DQDJHPHQW%RDUG
VKRUWWHUPHPSOR\HH
$QGUHDV
EHQHILWVVKDUHEDVHG
%RGF]HN  
SD\PHQWV
-DQLV=HFK   VKRUWWHUPHPSOR\HH
EHQHILWVVKDUHEDVHG
SD\PHQWV
VKRUWWHUPHPSOR\HH
+\XQJKRRQ
EHQHILWV
+DQ 
5RJHUYDQ
VKRUWWHUPHPSOR\HH
'LHSHQ
EHQHILWV
VKRUWWHUPHPSOR\HH
-DL3DLN
EHQHILWV





(85N







6DSLQGD$VLD/WG

(85N

'HF




(85N



'HF




3XUFKDVHV
IURP
SDUWLHV

(85N

'HF


'HILQHGFRQWULEXWLRQSODQ




$PRXQWV
6DOHVWR
RZHGWR
SDUWLHV
SDUWLHV 



.H\ PDQDJHPHQW SHUVRQQHO LQFOXGH DQ\ SHUVRQ WKDW KDV WKH
DXWKRULW\DQGUHVSRQVLELOLW\IRUSODQQLQJGLUHFWLQJDQGFRQWUROOLQJRI
WKHDFWLYLWLHVRIWKHHQWLWLHVGLUHFWO\RULQGLUHFWO\



6DSLQGD$VLD/WG



VHUYLFHVLQSDUWLFXODUZLWKWKHDFTXLVLWLRQRI)\EHU (85N 
WKH FDSLWDO LQFUHDVH (85N  DV ZHOO DV IRU RWKHU FRUSRUDWH
PDWWHUV (85N 



*RRGZLOODULVLQJIURPDFTXLVLWLRQ



3XUFKDVHFRQVLGHUDWLRQWUDQVIHUUHG




7KHSXUFKDVHSULFHDOORFDWLRQZDVPDGHRQDSUHOLPLQDU\EDVLVDQG
PLJKW VXEMHFW WR FKDQJHV LQ FDVH WKDW QHZ LQIRUPDWLRQ EHFRPH
DYDLODEOH

 $FTXLVLWLRQRI,QQHUDFWLYH
2Q0DUFKWKH&RPSDQ\DQQRXQFHGWKDWLWKDVHQWHUHGLQWR
DGHILQLWLYHDJUHHPHQWWRDFTXLUHRIWKHVKDUHVRI,QQHUDFWLYH
/WG 7HO $YLY ,VUDHO D IDVW JURZLQJ VXSSO\ VLGH SODWIRUP DQG DG
VHUYHUIRUSURJUDPPDWLFVHOOLQJ7KHPD[LPXPFRQVLGHUDWLRQKDV
EHHQ DJUHHG WR EH 86'N LQ FDVK FRQVLVWLQJ RI DQ LQLWLDO
SD\PHQW RI 86'N DW FORVLQJ SOXV HDUQRXW DV ZHOO DV
UHWHQWLRQ FRPSRQHQWV SD\DEOH RYHU WKUHH \HDUV ± PRVWO\
GHSHQGHQWRQIXWXUHUHYHQXHJURZWK
%\WKHWLPHRISXEOLFDWLRQWKHWUDQVDFWLRQKDVQRW\HWFORVHGPDLQO\
GXHWRDSSOLFDEOHPDQGDWRU\ZDLWLQJSHULRGVIRUWKHVSHFLILFIRUPRI
FRUSRUDWHWUDQVDFWLRQXQGHU,VUDHOLODZ

 6HFXULQJRIFUHGLWIDFLOLWLHV
$VRI)HEUXDU\WKH*URXSHQWHUHGLQWRDUHYROYLQJFUHGLW
IDFLOLW\ DJUHHPHQW ZLWK 6DSLQGD ,QYHVW 6j UO IRU D PD[LPXP
DPRXQW RI XS WR (85N )XUWKHU WKH *URXS DJUHHG LQ
SULQFLSOHZLWK6LOLFRQ9DOOH\%DQNWRSURYLGHDQLQFUHDVHGFUHGLWOLQH
RIXSWR(85N7KHH[LVWLQJZRUNLQJFDSLWDOFUHGLWIDFLOLW\RI
XS WR (85N FDQ VWLOO EH XVHG XQWLO 6HSWHPEHU  7KH
FUHGLW IDFLOLWLHV PDLQO\ ZHUH VHFXUHG WR FRYHU IRU VKRUWWHUP
ILQDQFLQJUHTXLUHPHQWVLQWHUPVRIRQJRLQJRSHUDWLRQVDVZHOODV
WKH SD\PHQW RI SXUFKDVH SULFH DQG HDUQRXW FRPSRQHQWV IRU WKH
DFTXLVLWLRQVRI+H\]DSDQG,QQHUDFWLYHXQWLOWKHDGGLWLRQDOWUDQFKH
RIWKHFRQYHUWLEOHERQGVRI(85NPLJKWEHSODFHG
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51760HGLD19


 'HFLVLRQRQWKHVDOHRI%LJ6WDU*OREDO
2Q0DUFKWKH6XSHUYLVRU\%RDUGDSSURYHGWRZLQGGRZQ
%LJ6WDU*OREDOLQFDVHWKDWQRVDWLVIDFWRU\VDOHFDQEHILQDOL]HGE\
WKHHQGRI4

 ([HUFLVHRIILQDOSXWRSWLRQ
'XULQJWKHDFTXLVLWLRQRIWKH)\EHUJURXSE\51760HGLDLQ
QHZVKDUHVKDYHEHHQLVVXHGWRWKHIRUPHUVKDUHKROGHUVRI)\EHU
*PE+DVZHOODVWKRVHHPSOR\HHVSDUWLFLSDWLQJLQWKHYLUWXDOVKDUH
SURJUDP 3XWRSWLRQV KDYH EHHQ JUDQWHG IRU WKHVH VKDUHV E\
6DSLQGD $VLD /LPLWHG IDOOLQJ GXH LQ IRXU WUDQFKHV $ IDOOEDFN
PHFKDQLVPIRUWKHVKDUHVLQ)\EHU*PE+KDVEHHQGHILQHGLQFDVH
WKHSXWRSWLRQVZHUHQRWKRQRUHG,QWKLVFDVHWKH)\EHUDFTXLVLWLRQ
ZRXOGEHUHYHUVHGWRWKHH[WHQWRISXWRSWLRQVQRWEHLQJKRQRUHG
8QWLO)HEUXDU\DOOSXWRSWLRQVIDOOLQJGXHKDYHEHHQH[HUFLVHG
DQGZHUHKRQRUHGE\6DSLQGD$VLD/LPLWHG7KHILQDOWUDQFKH
RISXWRSWLRQVZDVRXWVWDQGLQJDVRIWKHGDWHRIWKLVUHSRUWEXWLV
H[SHFWHGWREHVHWWOHGLQ4





&RPSDQ\ILQDQFLDOVWDWHPHQWVIRUWKH\HDU


HQGHG'HFHPEHU
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(85N

-DQ±
'HF


1RWHV






-DQ±
'HF


-DQ± 
'HF
 

-DQ±
'HF


-DQ±
'HF


-DQ±
'HF





$GMXVWHG

6HSDUDWHO\

5HSRUWHG



$GMXVWHG

6HSDUDWHO\

5HSRUWHG

UHVXOWV

GLVFORVHG

UHVXOWV



UHVXOWV

GLVFORVHG

UHVXOWV







LWHPV



LWHPV



5HYHQXH







 
 







 













 







*URVV0DUJLQ (85 







 















 









 







3HUVRQQHOFRVWV







 







2WKHURSHUDWLQJH[SHQVHV







 













 











(%,7'$






 









 







(%,7







 

















 





)LQDQFHLQFRPH







 







)LQDQFHH[SHQVHV







 













/RVVIRUWKH\HDUEHIRUHWD[




,QFRPHWD[H[SHQVH








/RVVIRUWKH\HDUIURP
FRQWLQXLQJRSHUDWLRQV













2WKHUFRPSUHKHQVLYHLQFRPH
IRUWKH\HDU




7RWDOFRPSUHKHQVLYHLQFRPH
IRUWKH\HDU























 








 
 





 
 


















 














 











 


































 
([FKDQJHGLIIHUHQFHVRQ
FXUUHQF\WUDQVODWLRQ

$FWXDULDOJDLQVRQGHILQHGEHQHILW
SODQV


(DUQLQJVSHUVKDUH



 








 


 
 










 
 
 



















%DVLFORVVSHUVKDUH (85 







 







'LOXWHGORVVSHUVKDUH (85 
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'HIHUUHGWD[DVVHWV









 
&XUUHQWDVVHWV
















7UDGHDQGRWKHUUHFHLYDEOHV
2WKHUFXUUHQWILQDQFLDODVVHWV
2WKHUFXUUHQWDVVHWV

















&DVKDQGFDVKHTXLYDOHQWV















 
 




7RWDO$VVHWV





 
(TXLW\











,VVXHGFDSLWDO
6KDUHSUHPLXP
2WKHUFDSLWDOUHVHUYHV

















$FFXPXODWHGGHILFLW









7RWDOHTXLW\
 
1RQFXUUHQWOLDELOLWLHV




















































7UDGHDQGRWKHUSD\DEOHV









6KRUWWHUPHPSOR\HHEHQHILWVOLDELOLWLHV
6KRUWWHUPERUURZLQJV
2WKHUFXUUHQWOLDELOLWLHV

















3URYLVLRQV











 
 






7RWDOOLDELOLWLHV
 






7RWDOHTXLW\DQGOLDELOLWLHV









'HF



 

 
 



 
&XUUHQWOLDELOLWLHV










/RQJWHUPERUURZLQJV






 2WKHUQRQFXUUHQWILQDQFLDODVVHWV



'HSUHFLDWLRQDPRUWLVDWLRQDQG
LPSDLUPHQW

'HF



 ,QWDQJLEOHDVVHWV
 
1RQFXUUHQWILQDQFLDODVVHWV
 ,QYHVWPHQWLQDQDVVRFLDWH



2WKHURSHUDWLQJLQFRPH

1RWHV

1RQFXUUHQWDVVHWV



5HYHQXHVKDUHWRWKLUGSDUWLHV



(85N
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(TXLW\DWWULEXWDEOHWRRZQHUVRIWKHSDUHQW



(85N

2UGLQDU\
VKDUHV






 




-DQ

6KDUH
3UHPLXP

2WKHUFDSLWDO
UHVHUYHV





$FFXPXODWHG
GHILFLW































2WKHUFRPSUHKHQVLYHLQFRPH











 
















6KDUHEDVHGSD\PHQWV









'LVFRXQWRIORZLQWHUHVWVKDUHKROGHUORDQV











(TXLW\FRPSRQHQWFRQYHUWLEOHERQG











- Transaction costs











- Deferred tax liabilities





















$VDW'HF



 
























-DQ



 


























2WKHUFRPSUHKHQVLYHLQFRPH














6KDUHEDVHGSD\PHQWV














































7UDQVDFWLRQFRVWV











'LVFRXQWRIORZLQWHUHVWVKDUHKROGHUORDQV





















,VVXHRIVKDUHFDSLWDO

$VDW'HF

 




/RVVIRUWKH\HDUDIWHUWD[
7RWDOFRPSUHKHQVLYHLQFRPH
 

(85N
 
/RVVIRUWKH\HDUEHIRUHWD[
 
'HSUHFLDWLRQDPRUWLVDWLRQDQGLPSDLUPHQW
)LQDQFLDOLQFRPHDQGH[SHQVHV
2WKHUQRQFDVKHIIHFWV
&KDQJHVLQSURYLVLRQVHPSOR\HHEHQHILWREOLJDWLRQV
&KDQJHVLQZRUNLQJFDSLWDO
&DVKJHQHUDWHGIURPRSHUDWLRQV
,QWHUHVWUHFHLYHGDQGSDLG
1HWFDVKIORZIURPRSHUDWLQJDFWLYLWLHV
 
3XUFKDVHVFDSLWDOLVDWLRQRILQWDQJLEOHDVVHWV
)UHHFDVKIORZ

7RWDOHTXLW\


/RVVIRUWKH\HDUDIWHUWD[
7RWDOFRPSUHKHQVLYHLQFRPH
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1RWHV

















$FTXLVLWLRQRIDVXEVLGLDU\QHWRIFDVKDFTXLUHG
&KDQJHLQLQYHVWPHQWVDQGILQDQFLDODVVHWVQHW




1HWFDVKIORZIURPLQYHVWLQJDFWLYLWLHV
 
3URFHHGVIURPWKHLVVXHRIVKDUHV
7UDQVDFWLRQFRVWVRQWKHLVVXHRIVKDUHV
3URFHHGVIURPORQJWHUPERUURZLQJV
7UDQVDFWLRQFRVWVRQWKHLVVXHRIFRQYHUWLEOHERQGV
5HSD\PHQWRIORQJWHUPERUURZLQJV
3URFHHGVIURPVKRUWWHUPERUURZLQJV
5HSD\PHQWRIVKRUWWHUPERUURZLQJV
1HWFDVKIORZIURPILQDQFLQJDFWLYLWLHV
 
1HWFKDQJHVLQFDVK
 
&DVKDWEHJLQQLQJRISHULRG
1HWIRUHLJQH[FKDQJHGLIIHUHQFH
 
&DVKDQGFDVKHTXLYDOHQWVDWHQGRISHULRG
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*(1(5$/,1)250$7,21
 &RUSRUDWHLQIRUPDWLRQ
5176 0HGLD 19 LQYHVWV LQ $GYHUWLVLQJ 7HFKQRORJ\ $G7HFK  ZLWK
VLJQLILFDQWJURZWKSRWHQWLDO,WVSULQFLSDODFWLYLWLHVDUHFXUUHQWO\PRELOH
DGYHUWLVLQJ WKURXJK LWV VXEVLGLDULHV LQ WKH )\EHU *URXS DQG +H\]DS
,QFZKLFKZDVDFTXLUHGLQ-DQXDU\
51760HGLDLVLQFRUSRUDWHGLQ$PVWHUGDP7KH1HWKHUODQGVDQGLV
UHJLVWHUHG ZLWK WKH 'XWFK &KDPEHU RI &RPPHUFH XQGHU WKH QXPEHU
7KH&RPSDQ\¶VKHDGRIILFHLVDW-RKDQQLVVWUDH
%HUOLQ*HUPDQ\
7KH FRPSDQ\ ILQDQFLDO VWDWHPHQWV RI 5176 0HGLD 19 DV DW 
'HFHPEHUZHUHDXWKRULVHGIRULVVXHDORQJZLWKWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWVRI51760HGLD19DVDW'HFHPEHU
3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVIRUIXUWKHUGHWDLOV

 %DVLVRISUHSDUDWLRQ
7KH FRPSDQ\ ILQDQFLDO VWDWHPHQWV DUHVHSDUDWH ILQDQFLDO VWDWHPHQWV
DFFRUGLQJ WR ,$6  DQG WKH ILQDQFLDO UHSRUWLQJ UHTXLUHPHQWV
LQFOXGHGLQSDUWRIERRNRIWKH'XWFK&LYLO&RGH

VXFKDQLQYHVWPHQWPD\EHLPSDLUHGDUHVSHFWLYHLPSDLUPHQWWHVWLV
SHUIRUPHG
,Q WKH FRXUVH RI WKHVH LPSDLUPHQW WHVWV PDQDJHPHQW LV UHTXLUHG WR
PDNH IXUWKHU HVWLPDWHV DQG DVVXPSWLRQV 7KHVH DVVXPSWLRQV DUH
EDVLFDOO\WKHVDPHDVIRUWKHYDOXDWLRQRIWKHFDVKJHQHUDWLQJXQLWVIRU
WKH SXUSRVH RI LPSDLUPHQW WHVWLQJ RI JRRGZLOO RQ JURXS OHYHO ZLWK D
UHFRQFLOLDWLRQ RI WKH FDVK JHQHUDWLQJ XQLWV WR WKH UHVSHFWLYH
VXEVLGLDULHV3OHDVHUHIHUWRQRWHRIWKHQRWHVWRWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWVIRUIXUWKHULQIRUPDWLRQ

3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVIRUWKHDFFRXQWLQJSROLFLHVZLWKUHVSHFWWRWKHUHFRJQLWLRQ
RIVHSDUDWHO\GLVFORVHGLWHPV



-DQ
-DQ
 'HF 'HF

(85N
(85N




$IILOLDWHVEXVLQHVVZRXQGGRZQ
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7D[ $FFRXQWLQJ





2WKHU6* $





7UDYHO (QWHUWDLQPHQW









5HQW 8WLOLWLHV





)RUHLJQFXUUHQF\WUDQVDFWLRQVORVV





7UDLQLQJ 5HFUXLWLQJ

 5HYHQXH
'XULQJWKHUHSRUWLQJSHULRGWKH&RPSDQ\JHQHUDWHGQRUHYHQXH













 )LQDQFHLQFRPH

-DQ



-DQ

'HF 'HF

,QFRPHIURPVDOHRILQYHVWPHQWLQ
VXEVLGLDULHV
,QFRPHIURPUHYHUVDORISURYLVLRQV

(85N

(85N











,QWHUHVWDFFUXHG)\EHU

-DQ
'HF


-DQ
'HF


(85N

(85N






)RUHLJQFXUUHQF\WUDQVDFWLRQJDLQV





,QWHUHVWDFFUXHG51760HGLD*PE+



9DOXDWLRQRIDOORZDQFHRIUHFHLYDEOHV





,QWHUHVWDFFUXHG$'66HFXULWLHV//&





,QWHUHVWDFFUXHG%6*





,QWHUHVWDFFUXHG)DON
,QWHUHVWDFFUXHG51760HGLD&R
/WG













5HIXQGV










 3HUVRQQHOFRVWV



3HUVRQQHOFRVWVLQFOXGHFXUUHQWSHUVRQQHOH[SHQVHVDQGH[SHQVHVIRU
WKH VWRFN RSWLRQ SURJUDP LQ WKH DPRXQW RI (85 N  )RU IXUWKHU
LQIRUPDWLRQWRWKHVWRFNRSWLRQSODQSOHDVHUHIHUWRQRWHRIWKHQRWHV
WRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

 )LQDQFHH[SHQVHV






 6XPPDU\RIVLJQLILFDQWDFFRXQWLQJSROLFLHV



-DQ
'HF


-DQ
'HF


(85N

(85N






7KH VLJQLILFDQW DFFRXQWLQJ DQG YDOXDWLRQ SULQFLSOHV IRU WKH FRPSDQ\
ILQDQFLDOVWDWHPHQWVZHUHDSSOLHGXQLIRUPO\DVIRUWKH5176*URXS

,QWHUHVWDFFUXHG&RQYHUWLEOH%RQG
,QWHUHVWDFFUXHG6DSLQGD6jUO



3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV

,QWHUHVWDFFUXHG6DSLQGD$VLD/WG





,QWHUHVWDFFUXHG6\VN





)XUWKHU WR WKH DFFRXQWLQJ SROLFLHV GHVFULEHG LQ WKH FRQVROLGDWHG
ILQDQFLDO VWDWHPHQWV DFFRXQWLQJ SROLFLHV ZH DSSOLHG VSHFLILF WR
FRPSDQ\ILQDQFLDOVWDWHPHQWV,QWKLVUHVSHFWLQYHVWPHQWVLQDIILOLDWHG
FRPSDQLHV ZHUH DFFRXQWHG IRU DW FRVW ,I DQ\ LQGLFDWLRQ H[LVWV WKDW

,QWHUHVWDFFUXHG:LQGKRUVW
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6HSDUDWHO\GLVFORVHGLWHPVEUHDNGRZQDVIROORZV
 

-DQ±

-DQ±

 

'HF

'HF

 
1RQFDVKDFFRXQWLQJFKDUJHVIRU
VWRFNRSWLRQVZDUUDQWVHWF
7UDQVDFWLRQFRVWVUHODWHGWR
DFTXLVLWLRQV
2WKHUQRQUHFXUULQJLQFRPHDQG
FRVWV

(85N

(85N













(IIHFWRQ(%,7'$

,PSDLUPHQWRIJRRGZLOO
DPRUWLVDWLRQRIDFTXLUHGLQWDQJLEOH
DVVHWV
(IIHFWRQORVVIRUWKHSHULRG
DIWHUWD[

















2WKHURSHUDWLQJLQFRPHEUHDNVGRZQDVIROORZV



0DUNHWLQJ
3URIHVVLRQDOVHUYLFHV


 2WKHURSHUDWLQJLQFRPH

 $FTXLVLWLRQVLQ

3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV

2WKHURSHUDWLQJH[SHQVHVEUHDNGRZQDVIROORZV



7KHFRQVROLGDWHGLQFRPHVWDWHPHQWLVSUHVHQWHGFORVHO\DOLJQHGWRWKH
QDWXUHRIH[SHQVHPHWKRG

$V RI  'HFHPEHU  5176 0HGLD 19 VLJQHG D SXUFKDVH
DJUHHPHQW WR IXOO\ DFTXLUH +H\]DS ,QF 86$7KH WUDQVDFWLRQ ZDV
FORVHGRQ-DQXDU\

 6HSDUDWHO\GLVFORVHGLWHPV

/HJDODQGFRQVXOWLQJFRVWV

7KHFRPSDQ\ILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGLQDFFRUGDQFH
ZLWKWKH,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV ,)56 DVDGRSWHG
E\WKH(XURSHDQ8QLRQ (8 DWWKHEDODQFHVKHHWGDWH

,Q51760HGLD19DFTXLUHGRIWKHVKDUHFDSLWDORI)DON
5HDOWLPH /WG ³)DON´  D IDVW JURZLQJ PRELOH DGYHUWLVLQJ WHFKQRORJ\
FRPSDQ\ EDVHG LQ *HUPDQ\ IRU D WRWDO FRQVLGHUDWLRQ RI (85 
PLOOLRQHIIHFWLYH0D\

 2WKHURSHUDWLQJH[SHQVHV

,QWHUHVWDFFUXHG)\EHU
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1RQFDVK VWRFN RSWLRQ FKDUJHV ZDUUDQWV HWF LQ  UHODWH WR WKH
VWRFN RSWLRQ SURJUDP VHH QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG
ILQDQFLDO VWDWHPHQWV  ,Q  ZDUUDQWV KDYH EHHQ JUDQWHG WR WZR
6XSHUYLVRU\%RDUGPHPEHUVIRUWKHLUEXVLQHVVFRQVXOWDQF\VHUYLFHV
$PRUWL]DWLRQ RI DFTXLUHG LQWDQJLEOHV DVVHWV UHODWH WR LQWDQJLEOHV
LGHQWLILHGLQWKHEXVLQHVVFRPELQDWLRQZLWK)\EHUDQG)DON3OHDVHUHIHU
WRQRWHIRUIXUWKHULQIRUPDWLRQ7KHLPSDLUPHQWRIJRRGZLOOLQ
UHODWHVPDLQO\WRWKHGLVFRQWLQXDWLRQRI%LJ6WDU*OREDO VHHQRWHRI
WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV  ZKLOH LQ WKH SULRU
\HDU WKH PRELOH DQG RQOLQH JDPH SXEOLVKLQJ DFWLYLWLHV KDG EHHQ
DEDQGRQHG
7UDQVDFWLRQFRVWVUHODWHWRWKHDFTXLVLWLRQVRI)DONLQDQG)\EHU
LQ  DQG FRQVLVW PDLQO\ RI GXH GLOLJHQFH OHJDO DGYLFH DQG RWKHU
FRQVXOWDQF\VHUYLFHV
2WKHU QRQUHFXUULQJ LQFRPH DQG H[SHQVHV LQ  PDLQO\ FRQVLVW RI
FRVWLQFRQQHFWLRQZLWKWKHEXVLQHVVZRXQGGRZQRI%LJ6WDU*OREDO
&R /WG )XUWKHUPRUH WKH OLVWLQJ XSJUDGH FDXVH DGGLWLRQDO QRQ
UHFXUULQJ LQFRPH DQG FRVWV )RU IXUWKHU LQIRUPDWLRQ WR WKH OLVWLQJ
XSJUDGH SOHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG
ILQDQFLDOVWDWHPHQWV
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WKH UHSRUWLQJ \HDU LQVWHDG LW ZDV UHFODVVLILHG DV GLVFRQWLQXHG
RSHUDWLRQV








 ,QYHVWPHQWLQDQDVVRFLDWH






%LJ6WDU
*OREDO
&R/WG



(85N

,PSDLUPHQW

)\EHU
*PE+

5176
*HUPDQ\
+ROGLQJ
*PE+

7RWDO

(85N

(85N

(85N

































'HF




%LJ6WDU
*OREDO
&R/WG

-DQ

(85N

7RWDO

(85N

(85N

(85N




$FTXLVLWLRQ









,PSDLUPHQW

















'HF

7KH EXVLQHVV DFWLYLWLHV RI %LJ 6WDU *OREDO &R /WG ZKLFK UHODWHG
PDLQO\ WR HGXWDLQPHQW FRQWHQW ZHUH UHFODVVLILHG DV GLVFRQWLQXHG
RSHUDWLRQVLQ&RQVHTXHQWO\WKHLQYHVWPHQWZDVIXOO\LPSDLUHG

7RWDO

(85N

(85N

(85N

(85N

(85N







'HFUHDVH











,QFUHDVH
/RZLQWHUHVW
FRPSRQHQW





















,PSDLUPHQW









































$PRUWLVDWLRQ
RIORDQ
,QWHUHVW
DFFUXHG



-DQ

,QFUHDVH
/RZLQWHUHVW
FRPSRQHQW
,PSDLUPHQW
$PRUWLVDWLRQRI
ORDQ
,QWHUHVW
DFFUXHG

5176
'HXWVFK
ODQG
*PE+

5176
0HGLD
&R/WG

%LJ6WDU
*OREDO
&R/WG

)\EHU
*PE+

7RWDO

(85N

(85N

(85N

(85N

(85N

















































































'HF



(85N

5176'HXWVFKODQG*PE+



51760HGLD&R/WG



%LJ6WDU*OREDO&R/WG



)\EHU*PE+



)RUWKHVDPHUHDVRQVGHVFULEHGLQQRWHWKHORDQVZHUHWHVWHGIRU
LPSDLUPHQW7KHORDQVWR51760HGLD'HXWVFKODQG*PE+DQG5176
0HGLD&R/WGZHUHIXOO\LPSDLUHGLQWKHUHIHUHQFH\HDU,QWKH
UHSRUWLQJSHULRGDORDQWR51760HGLD'HXWVFKODQG*PE+ZDV
IXOO\ LPSDLUHG DJDLQ7KH ORDQV WR %LJ 6WDU *OREDO &R /WG ZHUH QRW
LPSDLUHGLQEHFDXVHWKHFRPSDQ\ZDVQRWZRXQGGRZQGXULQJ

)\EHU
*PE+

$'6
6HFX
ULWLHV
//&

7RWDO

(85N

(85N

(85N

(85N















































,QWHUHVWDFFUXHG











'HF












7KHLQWHUHVWUDWHVRIVKRUWWHUPORDQVDUHDVIROORZV
,QWHUHVWUDWH


%LJ6WDU*OREDO&R/WG



7KH IROORZLQJ WDEOH VKRZV WKH UHFRQFLOLDWLRQ RI FRQVROLGDWHG DQG
FRPSDQ\HTXLW\IRUWKH\HDUHQGHG'HFHPEHUDQG

)\EHU*PE+



)DON5HDOWLPH/WG



$'66HFXULWLHV//&



7KH IROORZLQJ WDEOH VXPPDULVHV WKH FRPSRQHQWV RI RWKHU FXUUHQW
DVVHWV



'HF

'HF

(85N

(85N

9$7UHFHLYDEOHV





3UHSDLGH[SHQVHV





2WKHUUHFHLYDEOHV
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(85N

(85N

7RWDO
FRQVROLGDWHG
HTXLW\

,QGLYLGXDO
 VXEVLGLDULHV
2WKHU
FRPSUHKHQVLYH
 LQFRPH































5176 0HGLD 19¶V LQYHVWPHQWV LQ LWV VXEVLGLDULHV DUH
DFFRXQWHG IRU XVLQJ WKH FRVW PHWKRG 8QGHU WKH FRVW PHWKRG WKH
LQYHVWPHQWV LQ WKH VXEVLGLDULHV DUH FDUULHG LQ WKH &RPSDQ\ ILQDQFLDO
VWDWHPHQWVDWFRVW&KDQJHVLQWKHQHWDVVHWYDOXHRIWKHVXEVLGLDULHV
DUHQRWUHFRJQLVHGLQWKHFRPSDQ\ILQDQFLDOVWDWHPHQWZKLOHWKH\GR
IXOO\DIIHFWWKHHTXLW\FDUULHGLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

7KH IROORZLQJ WDEOH VKRZV WKH UHFRQFLOLDWLRQ RI FRQVROLGDWHG DQG
FRPSDQ\QHWLQFRPHIRUWKH\HDUHQGHG'HFHPEHUDQG

 2WKHUFXUUHQWDVVHWV







2WKHU FRPSUHKHQVLYH LQFRPH FRQVLVWV VROHO\ RI WKH
WUDQVODWLRQRIWKHDFFRXQWVRIWKHIRUHLJQVXEVLGLDULHVIURP.RUHDQ:RQ
DV ZHOO DV 86'ROODU DQG DFWXDULDO JDLQV GLVFORVHG LQ WKH )LQDQFLDO
6WDWHPHQWVRI%LJ6WDU*OREDO&R/WG3OHDVHUHIHUWRQRWHRI
WKHQRWHVWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVIRUIXUWKHUGHWDLOV
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7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDVDW'HFHPEHUUHSRUW
DSRVLWLYHQHWHTXLW\SRVLWLRQRI(85N7KHFRPSDQ\ILQDQFLDO
VWDWHPHQWVDVDW'HFHPEHUUHSRUWDSRVLWLYHQHWHTXLW\RI(85
N





,QFUHDVH
/RZLQWHUHVW
FRPSRQHQW



)RU D EUHDNGRZQ DQG D GHYHORSPHQW RI HTXLW\ SOHDVH UHIHU WR WKH
FRPSDQ\VWDWHPHQWRIFKDQJHVRIHTXLW\



)DON
5HDO
WLPH/WG




-DQ

,QWHUHVWUDWH
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%LJ6WDU
*OREDO
&R/WG









7KHLQWHUHVWUDWHVRIORDQVWRDIILOLDWHGFRPSDQLHVDUHDVIROORZV

&DVKDQGFDVKHTXLYDOHQWVFRQVLVWVRIFDVKDWEDQNVWKDWLVIUHHO\
DYDLODEOH



,PSDLUPHQW
$PRUWLVDWLRQRI
ORDQ









'HFUHDVH

3OHDVH UHIHU WR QRWH  DQG QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG
ILQDQFLDOVWDWHPHQWVIRUIXUWKHUGHWDLOV



2WKHUFXUUHQWILQDQFLDODVVHWVFRQVLVWRIVKRUWWHUPOHQGLQJVWRDIILOLDWHV
DQG$'66HFXULWLHV//&



$V DW WKH UHSRUWLQJ GDWH DOO VXEVLGLDULHV DUH IXOO\ RZQHG E\ WKH
FRPSDQ\



 2WKHUFXUUHQWILQDQFLDODVVHWV



'HF


7KHEXVLQHVVDFWLYLWLHVRI51760HGLD&R/WGZKLFKUHODWHGPDLQO\
WR PRELOH JDPH SXEOLVKLQJ ZDV ZRXQG GRZQ LQ WKH UHIHUHQFH \HDU
&RQVHTXHQWO\WKHLQYHVWPHQWZDVIXOO\LPSDLUHG

)\EHU
*PE+







%LJ6WDU
*OREDO
&R/WG







5176
0HGLD
&R/WG

-DQ



5176
*HUPDQ\
)\EHU
+ROGLQJ
*PE+
*PE+

7KH WUDGH DQG RWKHU UHFHLYDEOHV FRQVLVW RI LQWUDJURXS UHFHLYDEOHV
DJDLQVW)\EHU (85N DQG%6* (85N 

5176
'HXWVFKO
DQG
*PE+

 &DVKDQGFDVKHTXLYDOHQWV

 (TXLW\

 7UDGHDQGRWKHUUHFHLYDEOHV



'XULQJ WKH UHIHUHQFH SHULRG  WKH &RPSDQ\ SXUFKDVHG VHUYLFHV
DPRXQWLQJWR(85NIRUDFRPSOHWHUHODXQFKRILWVZHEVLWHZKLFK
FRVWLVDPRUWLVHGRYHU\HDUV$VDW'HFHPEHUWKHFDUU\LQJ
DPRXQWZDV(85N7KHDPRUWL]DWLRQIRUWKHUHSRUWLQJSHULRG
DPRXQWVWR(85NDQGWKHFDUU\LQJDPRXQWDW'HFHPEHU
LV(85N

$FTXLVLWLRQ

7KH2WKHUQRQFXUUHQWILQDQFLDODVVHWVDOVRLQFOXGHVHFXULW\GHSRVLWV
DPRXQWLQJWR(85N

 2WKHUQRQFXUUHQWILQDQFLDODVVHWV

 ,QWDQJLEOHDVVHWV

-DQ











7RWDOFRQVROLGDWHGORVVIRUWKH
\HDU




,QGLYLGXDOVXEVLGLDULHV

(OLPLQDWLRQV
7RWDO&RPSDQ\RQO\ORVVIRUWKH
\HDU







(85N

(85N
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 /RQJWHUPERUURZLQJV

 0DWXULW\DQDO\VLVRIILQDQFLDOOLDELOLWLHV

/RQJWHUPERUURZLQJVDVRI'HFHPEHUDQGFRPSLOHDV
IROORZLQJ

&UHGLWRU
&RQYHUWLEOH
ERQG

$QQXDO
LQWHUHVWUDWH
DVRI
'HF



0
/DUV:LQGKRUVW (85,%25




'HF

(85N

'HF

(85N









0DWXULW\
GDWH
-XO\












,Q  DOO ORQJWHUP ERUURZLQJV UHSRUWHG DV DW  'HFHPEHU 
ZHUHUHSDLGE\WKHLVVXHRIWKHFRQYHUWLEOHERQG7KHDFFUXHGLQWHUHVW
RIWKHFRQYHUWLEOHERQGDUHUHFRJQLVHGLQWKHµ2WKHUFXUUHQWOLDELOLWLHV¶
)RUIXUWKHUGHWDLOVWRWKHFRQYHUWLEOHERQGVSOHDVHUHIHUWRQRWHRI
WKHQRWHVWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

7KH IROORZLQJ WDEOH VKRZV WKH HOHPHQWV RI WKH WUDGH DQG RWKHU
SD\DEOHV
'HF
(85N

'HF
(85N

7UDGHSD\DEOHV





$FFUXHGH[SHQVHV















7RWDO



 6KRUWWHUPERUURZLQJV
,QWKH&RPSDQ\UHSDLGLWVVKRUWWHUPERUURZLQJVDPRXQWLQJWR
(85 N  DW  'HFHPEHU  E\ WKH LVVXH RI WKH FRQYHUWLEOH
ERQG)RUIXUWKHUGHWDLOVWRWKHFRQYHUWLEOHERQGVSOHDVHUHIHUWRQRWH
RIWKHQRWHVWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV


:LWKLQ \HDUVWR
\HDUV
\HDUV





&DSLWDO LQFOXGHV HTXLW\ DWWULEXWDEOH WR VKDUHKROGHUV RI WKH &RPSDQ\
7KH&RPSDQ\KDVWKHIROORZLQJQHWGHEWV

2YHU
\HDUV

(85N

(85N

(85N

/RQJWHUPERUURZLQJV
6KRUWWHUPHPSOR\HH
EHQHILWVOLDELOLWLHV
7UDGHDQGRWKHU
SD\DEOHV









 'HF 'HF



















2WKHUFXUUHQWOLDELOLWLHV

























7RWDO




6KRUWWHUPERUURZLQJV
7RWDO

7RWDO



:LWKLQ \HDUVWR
\HDUV
\HDUV

-DQ



(85N

/RQJWHUPERUURZLQJV





6KRUWWHUPERUURZLQJV













&DVKDQGFDVKHTXLYDOHQWV
1HWGHEW

(85N

(85N

(85N

(85N





































2WKHUILQDQFLDO
OLDELOLWLHV
7UDGHDQGRWKHU
SD\DEOHV

















&DUU\LQJ
DPRXQW

'HF
/RDQVDQG
UHFHLYDEOHV

)DLUYDOXH

(85N

(85N

(85N





 )LQDQFLDODVVHWVDQGOLDELOLWLHV



2WKHUILQDQFLDO
OLDELOLWLHV
7UDGHDQGRWKHU
SD\DEOHV

3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVIRUIXUWKHULQIRUPDWLRQUHJDUGLQJWKHIDLUYDOXHKLHUDUFK\

2WKHUFXUUHQWOLDELOLWHVFRQVLVWPDLQO\RIDFFUXHGQRPLQDOLQWHUHVW (85
N RQWKHFRQYHUWLEOHERQGSDLGRQ-DQXDU\)RUPRUH
LQIRUPDWLRQUHJDUGLQJWKHFRQYHUWLEOHERQGSOHDVHUHIHUWRQRWHLQWKH
FRQVROLGDWHGILQDQFLDOVWDWHPHQWV

3UHVHQWDWLRQE\FDWHJRULHV



 3URYLVLRQV



$VWKHPDQDJHPHQWGHFLGHGWRZLQGGRZQWKHEXVLQHVVRI%LJ6WDU
*OREDO&R/WGWKH&RPSDQ\HVWDEOLVKDSURYLVLRQDPRXQWLQJWR(85
NIRUDOORXWVWDQGLQJEDODQFHVRILWVVXEVLGLDU\











&DUU\LQJ
DPRXQW

'HF
/RDQVDQG
UHFHLYDEOHV

)DLUYDOXH

(85N

(85N

(85N







$VVHWV
1RQFXUUHQWILQDQFLDO
DVVHWV
7UDGHDQGRWKHU
UHFHLYDEOHV
2WKHUFXUUHQWILQDQFLDO
DVVHWV




















&DUU\LQJ
DPRXQW

/RDQVDQG
UHFHLYDEOHV

)DLUYDOXH

(85N

(85N

(85N





















 )LQDQFLDOULVNPDQDJHPHQW
3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV IRU IXUWKHU LQIRUPDWLRQ UHJDUGLQJ WKH ILQDQFLDO ULVN
PDQDJHPHQWRIWKHFRPSDQ\

'HF










7KHEDODQFHVKHHWLWHPVFRPSULVLQJILQDQFLDODVVHWVDQGOLDELOLWLHVFDQ
EHDWWULEXWHGWRWKHPHDVXUHPHQWFDWHJRULHVDFFRUGLQJWR,$6DV
IROORZV







 2WKHUFXUUHQWOLDELOLWLHV

(85N



)DLUYDOXHKLHUDUFK\









7KH VKDUS LQFUHDVH LQ ORQJWHUP ERUURZLQJV LV UHGXFLEOH WR WKH
FRQYHUWLEOHERQGLVVXHGGXULQJWKHUHSRUWLQJSHULRG3OHDVHUHIHU
WR QRWH  DQG QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVIRUIXUWKHULQIRUPDWLRQ

(85N





)DLUYDOXH





2YHU
\HDUV

(85N

$VVHWV
1RQFXUUHQWILQDQFLDO
DVVHWV
7UDGHDQGRWKHU
UHFHLYDEOHV

-DQ

(85N

$FFUXHGLQWHUHVWRQFRQYHUWLEOHERQG

 

'HF
&DUU\LQJ /RDQVDQG
DPRXQW UHFHLYDEOHV



 &DSLWDOPDQDJHPHQW

(85N

/RQJWHUPERUURZLQJV
7UDGHDQGRWKHU
SD\DEOHV

 7UDGHDQGRWKHUSD\DEOHV

2WKHUV



3URYLVLRQV



27+(5',6&/2685(6

7KH WDEOH EHORZ VXPPDULVHV WKH PDWXULW\ SURILOH RI WKH &RPSDQ\ V
ILQDQFLDOOLDELOLWLHVEDVHGRQFRQWUDFWXDOXQGLVFRXQWHGSD\PHQWV


6<6./WG
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 5HODWLRQVKLSVZLWKUHODWHGSDUWLHV



(85N



WKHUHRIDOORZDQFH
%LJ6WDU*OREDO
&R/WG

6DOHVWR
SDUWLHV

(85N



6XEVLGLDULHV
51760HGLD
'HXWVFKODQG
*PE+

3XUFKDVHV
IURP
SDUWLHV

(85N

















)DON/WG





















.H\
PDQDJHPHQW
SHUVRQQHO





 


















 















6KDUHKROGHU
6DSLQGD$VLD
/WG
6<6./WG
/DUV:LQGKRUVW
6DSLQGD,QYHVW
6jUO

















































$PRXQWV
RZHGE\
SDUWLHV

$PRXQWV
3XUFKDVHV
6DOHVWR
RZHGWR
IURP
SDUWLHV
SDUWLHV
SDUWLHV

(85N


6XEVLGLDULHV
51760HGLD
'HXWVFKODQG
*PE+
WKHUHRI
DOORZDQFH
51760HGLD
&R/WG
WKHUHRI
DOORZDQFH
%LJ6WDU*OREDO
&R/WG

(85N

(85N























6DSLQGD$VLD
/WG
6<6./WG



(85N

 
6KDUHKROGHU

(85N

 



)\EHU*PE+

(85N



(85N

 


)\EHU*PE+
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.H\
PDQDJHPHQW
SHUVRQQHO

(85N

/DUV:LQGKRUVW
6DSLQGD,QYHVW
6jUO




6KDUHEDVHGSD\PHQWV
6KRUWWHUPHPSOR\HHEHQHILWV











































(85N
















































(85N



(85N


(85N













)DON5HDOWLPH/LPLWHG



2WKHUUHODWHGSDUWLHV











3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVIRUIXUWKHUGHWDLOV

 





















'HF
(85N




'HF
(85N



6XEVLGLDULHV































 















)LQDQFH

)LQDQFH

LQFRPH

H[SHQVH

(85N

(85N





51760HGLD&R/WG





51760HGLD'HXWVFKODQG*PE+





)\EHU*PE+

















%LJ6WDU*OREDO&R/WG
2WKHUUHODWHGSDUWLHV


 2WKHUILQDQFLDOFRPPLWPHQWV
7KHUHDUHQRRWKHUILQDQFLDOFRPPLWPHQWV

 $XGLWRUVIHH
(UQVW  <RXQJ $FFRXQWDQWV //3 FKDUJHG WKH IROORZLQJ FRVWV IRU WKH
SURFHGXUHV SHUIRUPHG IRU WKH ILQDQFLDO \HDU  ZKLFK KDYH EHHQ
LQFXUUHGLQWKHILQDQFLDO\HDU


-DQ

-DQ



'HF

'HF



(85N

(85N

$XGLWRIWKHILQDQFLDOVWDWHPHQWV





2WKHUDXGLWHQJDJHPHQWV










7KHIROORZLQJWDEOHVXPPDULVHWKHILQDQFLDOLQFRPHDQGH[SHQVHVRI
WKH&RPSDQ\IURPLWVUHODWHGSDUWLHVLQDQG










6XSHUYLVRU\%RDUG0HPEHU
5\DQ
VKDUHEDVHG
.DYDQDXJK
SD\PHQWV
VKDUHEDVHG
'LUNYDQ'DHOH SD\PHQWV








 0HPEHURIWKH0DQDJHPHQW%RDUGXQWLO1RYHPEHU






%LJ6WDU*OREDO&R/WG

7RWDO
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2XWVWDQGLQJ EDODQFHV ZLWK $QRD &DSLWDO 6$ DUH DV IROORZV 7KH
GLVFORVXUH LV PDGH DV 0U 'LUN YDQ 'DHOH LV &(2 DQG FRQWUROOLQJ
VKDUHKROGHU RI $QRD &DSLWDO 6$ DV ZHOO DV &KDLUPDQ RI WKH
VXSHUYLVRU\ERDUGRI51760HGLD19
$QRD&DSLWDO6$
$PRXQWV
6DOHVWR
RZHGWR
SDUWLHV
SDUWLHV





7KH FRPSHQVDWLRQ IRU PHPEHUV RI WKH PDQDJHPHQW ERDUG DQG
VXSHUYLVRU\ERDUGRIWKH&RPSDQ\DUHDVIROORZV

'XULQJWKHUHIHUHQFH\HDUWKHVKDUHKROGHUV6DSLQGD$VLD/WG
6<6./WG/DUV:LQGKRUVWDQG6DSLQGD,QYHVW6jUOKDYHSURYLGHG
VKDUHKROGHU ORDQV WR WKH &RPSDQ\ DQG LWV VXEVLGLDULHV ZLWK WKH
RXWVWDQGLQJEDODQFHVKRZQDVSD\DEOHVDQGWKHSXUFKDVHVEHLQJWKH
LQWHUHVWDFFUXHGLQWKHUHVSHFWLYH\HDU7KHVHVKDUHKROGHUORDQVKDYH
EHHQUHSDLGGXULQJWKHUHSRUWLQJSHULRG

$PRXQWV
RZHGE\
SDUWLHV




7KH DPRXQWV VKRZQ LQ WKH WDEOH DERYH DUH WKRVH UHFRJQL]HG DV DQ
H[SHQVH GXULQJ WKH UHSRUWLQJ SHULRG UHODWHG WR NH\ PDQDJHPHQW
SHUVRQQHO .H\ PDQDJHPHQW SHUVRQQHO LQFOXGH DQ\ SHUVRQ WKDW KDV
WKHDXWKRULW\DQGUHVSRQVLELOLW\IRUSODQQLQJGLUHFWLQJDQGFRQWUROOLQJRI
WKHDFWLYLWLHVRIWKHHQWLWLHVGLUHFWO\RULQGLUHFWO\

,Q  WKH SXUFKDVHV IURP NH\ PDQDJHPHQW SHUVRQQHO FRQVLVWV
PDLQO\ RI FRPSHQVDWLRQ RI NH\ PDQDJHPHQW SHUVRQQHO )XUWKHU
SXUFKDVHVRI(85NUHODWHWRUHQWH[SHQVHIRUWKH%LJ6WDU*OREDO
RIILFH LQ 6HRXO DV ZHOO LQWHUHVW RQ VKRUWWHUP ORDQV DPRXQWLQJ WR
(85N ERWK SURYLGHG E\ 0U +\XQJKRRQ +DQ ,Q  WKH
SXUFKDVHV IURP NH\ PDQDJHPHQW SHUVRQQHO FRQVLVWHG RI
FRPSHQVDWLRQRINH\PDQDJHPHQWSHUVRQQHODQGWKHUHPXQHUDWLRQIRU
EXVLQHVVFRQVXOWDQF\VHUYLFHVIURPWKH6XSHUYLVRU\%RDUGPHPEHUV
5\DQ .DYDQDXJK VHUYLFH SURYLGHG WKURXJK .QLJKW *OREDO 6HUYLFHV 
DQG'LUNYDQ'DHOHDPRXQWLQJWR(85N



'HF
(85N



$PRXQWVRZHGE\VXEGLGLDULHVUHIHUHQWLUHO\WRORDQVSURYLGHGE\WKH
&RPSDQ\ 6DOHV RI WKH &RPSDQ\ WR VXEVLGLDULHV LQFOXGH LQWHUHVW RQ
SURYLGHGORDQV&XUUHQWSD\DEOHVRIWKH&RPSDQ\WRVXEVLGLDULHVDUH
VKRZQLQDPRXQWVRZHGWRSDUWLHV



'HF
(85N





'HILQHGFRQWULEXWLRQSODQ





WKHUHRIDOORZDQFH






$PRXQWV $PRXQWV
RZHGE\ RZHGWR
SDUWLHV
SDUWLHV

&RPSHQVDWLRQIRUNH\PDQDJDPHQWSHUVRQQHOIRUWKH\HDUHQGHG
'HFHPEHUDQGDUHDVIROORZV
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SDUWLHV
SDUWLHV
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2XWVWDQGLQJ EDODQFHV DV DW  'HFHPEHU  DQG  ZLWK
VXEVLGLDULHV NH\ PDQDJHPHQW SHUVRQQHO DQG VKDUHKROGHUV DUH DV
IROORZV
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$XWKRULVDWLRQRI&RQVROLGDWHGDQG&RPSDQ\$QQXDO$FFRXQWV

Amsterdam, 12 April 2016




0DQDJHPHQW%RDUG0HPEHUV

$QGUHDV%RGF]HN
-DQLV=HFK



6XSHUYLVRU\%RDUG0HPEHUV

'LUNYDQ'DHOH &KDLUPDQ 
*X\'XERLV
5\DQ.DYDQDXJK

127(6727+(&203$1<),1$1&,$/67$7(0(176



 2WKHULQIRUPDWLRQ
3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVIRUIXUWKHULQIRUPDWLRQ
$FFRUGLQJ WR WKH DUWLFOH  RI WKH DUWLFOHV RI DVVRFLDWLRQ DV RI 
1RYHPEHU  WKH PDQDJHPHQW ERDUG ZLWK WKH DSSURYDO RI WKH
VXSHUYLVRU\ERDUGPD\GHFLGHWKDWSDUWRIWKHSURILWUHDOLVHGGXULQJD
ILQDQFLDO \HDU EH VHW DVLGH WR LQFUHDVH DQG  RU IRUP UHVHUYHV 7KH
UHPDLQLQJSURILWZLOOEHSXWDWWKHGLVSRVDORIWKHJHQHUDOPHHWLQJ
'LVWULEXWLRQV PD\ EH PDGH RQO\ LQVRIDU DV WKH &RPSDQ\¶V HTXLW\
H[FHHG WKH DPRXQW RI WKH SDLG LQ DQG FDOOHG XS SDUW RI WKH LVVXHG
FDSLWDOLQFUHDVHGE\WKHUHVHUYHVZKLFKPXVWEHNHSWE\YLUWXHRIWKH
ODZRUWKHVHVDUWLFOHVRIDVVRFLDWLRQ VHHDUWLFOH 
7KHPDQDJHPHQWSURSRVHUHJDUGLQJWRWKHGLVWULEXWLRQRIWKHUHVXOWIRU
WKH\HDUWRDGGWKHORVVHVWRWKHDFFXPXODWHGGHILFLW

 5HPXQHUDWLRQRIWKHPDQDJHPHQWERDUGDQGWKH
VXSHUYLVRU\ERDUG
0U$QGUHDV%RGF]HNDQG0U-DQLV=HFKDUHVWLOOERDUGPHPEHUVRI
WKHPDQDJHPHQWERDUG0U5RJHUYDQ'LHSHQZDVDERDUGPHPEHU
XQWLO-XQHDQG0U+\XQJKRRQ+DQOHIWWKHPDQDJHPHQWERDUG
DW1RYHPEHU
3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH &RPSDQ\ ILQDQFLDO
VWDWHPHQWV IRU LQIRUPDWLRQ UHJDUGLQJ WKH UHPXQHUDWLRQ RI WKH
PDQDJHPHQWERDUG
'XULQJWKHILQDQFLDO\HDUWKHUHZDVQRFKDQJHLQWKHFRPSRVLWLRQ
RI WKH VXSHUYLVRU\ ERDUG 0U 'LUN YDQ 'DHOH LV WKH FKDLUPDQ RI WKH
VXSHUYLVRU\ ERDUG VLQFH  7KH ERDUG LV FRPSOHWHG E\ 0U *X\
'XERLV DQG 0U 5\DQ .DYDQDXJK %RWK DUH PHPEHUV RI WKH ERDUG
VLQFH
3OHDVH UHIHU WR QRWH  RI WKH QRWHV WR WKH FRPSDQ\ ILQDQFLDO
VWDWHPHQWV IRU LQIRUPDWLRQ UHJDUGLQJ WKH UHPXQHUDWLRQ RI WKH
VXSHUYLVRU\ERDUG
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