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The information contained in this preliminary prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell
these securities and is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.
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:H DUKHBLQJ VKDUHV Rl RXU FRPPRQ VIMRAENJ7KQE QR FSXE Q QE W D! W EFXLLFURIIQ W
" H H[SHFW WKH LOQHWL@OSINEGLWRIEH EHWZHHQ DQG SHU VKDUH

:H LQWHQG WR DSSO\ WR OLVW RXU FRPPRQ VWRFN RQ 7KH 1$6H; D @ RED OHPHWN HQJ XQRHE
GHILQHG E\ WKH -XPSVWDUW 2XU %XVLQHVV 6WDUWXSV $FW RI DQG DV VXFK ZH KDY
UHSRUWLQJ UHTXLUHPHQWYV IRU WKLV SURVSHFWXV DQG IXWXUH ILOLQJV

Investing in our common stock involves a high degree of risk. Please read “Risk Factors” beginning on page 9 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities
or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

PER SHARE TOTAL

SXEOUHRZLQJ 3ULFH
8QGHUZULWLQJ 'LVFRXQWYVY DQG &RPPLVVLRQV
SURFHHGV WR 'LFHUQD 3KDUPDFHXWLFDOV ,QF EHIRUH H[SHQVHV

&HUWDLQ RI RXU H[LVWLQJ VWRFNKRIOBBMHIY RILRPAXGLYQBAFMRWD LKDYH LQGLFDWHG DQ LQ\
VKDUHV RI RXU FRPPRQHWARB N WQWKKIL MORIMQD SUS X HAAHFERKKWHHULQGLFDWLRQV RI LQWHUHYV
RU FRPPLWPHQWY WR SXUFKDVH WKH XQGHUZULWHUV PD\ GHWHIULRLUIQWRVRQXHI OVRRVH M}
RI WKHVH VWRFNKROGHUV PD\ GHWHUPLQH WR SXUIFKOVH PRUH IHZHU RU QR VKDUHV LQ

'"HOLYHU\ RI WKH VKDUHV RI FRPPRQ VWRFN LV H[SHFWHG WH KEMYPDIBI QW HRGW WERXQGHU.
SHULRG RI GD\V WR SXUFKDVH DQ DGGLWLRQDO VKDUHYV RI RXU FRPPRQ VWRFI
XQGHUZULWLQJ GLVFRXQWY DQG FRPPLVVLRQV SD\DEOH E\ XV ZLOO EH DQG WKH

-RLQW %RRN 5XQQLQJ 0DQDJHUV

Jefferies Leerink Swann Stifel
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We are responsible for the information contained in this prospectus. Neither we nor the underwriters have authorized anyone to provide
any information or to make any representations other than those contained in this prospectus or in any free writing prospectuses we
have prepared. We do not, and the underwriters do not, take responsibility for, and can provide no assurance as to the reliability of, any
other information that others may give you. This prospectus is an offer to sell only the shares offered hereby, but only under
circumstances and in jurisdictions where it is lawful to do so. The information contained in this prospectus is current only as of its date.

Through and including , 2013 (25 days after the date of this prospectus), all dealers that effect transactions in these
securities, whether or not participating in this offering, may be required to deliver a prospectus. This is in addition to the dealers’
obligation to deliver a prospectus when acting as an underwriter and with respect to their unsold allotments or subscriptions.

For investors outside the United States: Neither we nor the underwriters have done anything that would permit this offering or
possession or distribution of this prospectus in any jurisdiction where action for that purpose is required, other than the United States.
You are required to inform yourselves about and to observe any restrictions relating to this offering and the distribution of this
prospectus outside of the United States.
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PROSPECTUS SUMMARY

7KLV VXPPDU\ KLIJIKOLJKWY VHOHFWHG LQIRUPDWLRQ FRQWDLQHG LQ JUHDWHU GHWDLGQ
WKH LQIRUPDWLRQ \RX VKRXOG FRQVLGHU EHIRX N KRXG6 G WIHDIG LW KRX/UHFRRNPLRHRAS HUNRRIFEND K -
ULVNV RI LQYHVWLQJ LQ RXU FRPPRQ VWRFN GLVFXVVHG XQGHU 5LVN )DFWRUV DQG R|
HOVHZKHUH LQ WKLV SURVSHFWXV EHIRUH PDNLQJ DQ LQYHVWPHQW GHFLVLRQ

<

Our Company
2YHUYLHZ

:H DUH D ELRSKDUPDFHXWLFDO FRPSDQ\ IRFXVHG RQ WKH GLVFRYHU\ DQG GHYHORSPH(
WKH OLYHU DQG IRU FDQFHUV WKB VD WH X \JIH@RH R E BBQARSGHHVOHEG 51$ LOQWHUIHUHQFH 5
EHOLHYH LPSURYHV RQ H[LVWLQJ 51%L WHFKQRORJLHV WR EXHO® W HQYR WFCIA SHER EHR(
FRPPHUFLDOL]H QRYHO WKHUDSHXWLFV HLWKHU RQ RXU RZQ RU LQ FROODERUDWLRQ Z
ZKLFK D VPDOO VDOH¥HRUHRHHEIOEWVWR UHWDLQ VXEVWDQWLDOO\ DOO FRPPHUFLDO ULL
SUHYDOHQW GLVHDVH DUHDV ZH LQWHQG WR SDUWQHU RXU SURGXFW FDQGLGDWHYV ZK
I1RUWK $PHHIKHDYH SDUWQHUHG WZR RI RXU RQFRORJ\ GHYHORSPHQW SURJUDPV ZLWK W
&R /WG .H.DUH HOLJLEOH WR UHFHLYH UR\DOWLHVY RQ ZRUOGZLGH QHW VDOHV IRU W
SURGXFW FDQGLGDWHY ZH KDYH DQ RSWLRQ WR FR SURPRWH LQ WKH 8 6 IRU DQ HTXDO

2XU FXUUHQW GHYHORSPHQW SURJUDPV DUH DV IROORZV

— =

n DCR-PHL1 for Primary Hyperoxalurial (PH1). :H DUH GHYHORSLQJ '&5 3+ IRU WKH WUHDWPHQW R
GLVRUGHU 3+ E\ WDUJHWLQJ WKH OLYHU PHWDEROLF HQ]J\PH JO\FRODWH R[LGDV}
JO\FRODWH R[LGDVH LQ WKH OLYHU KDV EHHQ LQDFWLYDWHG WKLV LQDFWLYDWL
3+ DOLFWYV DQ HVWLPDWHG WR SHRSOH ZRUOGZLGH DQG FDXVB§ W IHFLSWDH
KDYLQJ SUHFOLQLFDO GDWD HPSOR\LQJ '&5 3+ LQ D JHQHWLF DQLPDO PRGHO RI
'&5 3+ LQ HH[SHFW WR DQQRXQFH LQLWLDO SURRI RI FRQFHSW FOLQLFDO GDV

n Other rare inherited diseases involving the liver. : H DUH LQYHVWLJDWLQJ D QXPEHU RI RWKHU UDU
JHQHV H[SUHVVHG 7lKHWHK H @QAOH®H PDSOH VAUXS XULQH GLVHDVH IDPLOLDGSO8KD
DQWL WU\SVLQ GHILFLHQF\ DVVRFLDWHG OLYHU GDPDJH VHYHUH KHPRSKLOLD $
XQGLVFORVHG GLVRUGHUV ,Q HDFK FDVH ZH DUH VHHNLQJ WR WDUJHW D FOHDU
IDYRUDEOH PDUNHW G\QDPLFV SRWHQWLDO RUSKDQ GUXJ GHVLIJQDWLRQ DQG WK
RSWLPDO FRPELQOWHIRF) RRKBKLORAHMWR[LFLW\

n DCR-M1711 for MYC-related cancers. : H DUH GHYHORSLQJ '&5 0 IRU WKH WUHDWPHQW RI Y[
RQFRJHQH D JHQH WKDW FDXVHV RU SURPRWHV FDQFHU ZKHQ DEQRUPDOO\ H[SU
Rl WXPRU W\SHV DQG WKLV LQFUHDVHG JHQH H[SUHVVLRQ KDV EHHQ VKR ZG XGB
JHQHWLF GDWD LPSOLFDWHYV WKH 0<& RQFRJHQH LQ SURPRWLQJ WXPRUVHFWNG/ LL(Y
QXPHURXY DQLPDO PRGHOV Rl KPSHF-@/ P DRQ EQQUWLDWH FOLQLFDO WULDOV IRU '&5 (
DQQRXQFH LQLWLDO SURRI RI FRQFHSW RDLQWHI)G GDORVDQLYH PWE W RV 1D DABHO LQ
2XU LQLWLDO IRFXV LV RQ KHSDWRFHOOXODU FDUFLQRPD +&& ZKLFK ZH EHOLHY

- —

TT 11T —= =< (1) =

AN rm




Table of Contents

n Product candidate for KRAS-related cancers in collaboration with KHK. : H DUH GHYHORSLQJ D SURGXFW F
RQFRJHQH .5$6 LQ FROODERUDWLRQ ZLWK .+. .5$6 LV IUHTXHQWO\ PXWDWHG LQ (
FDQFFBORUHFWDO FDQFHU DQEXBEIB QF$sHPXWM.BVWDRFEWWDWUH DVVRFLDWHG ERWK ZLW
DV ZLWK UHVLVWDQFH WR FXUUHQW WKHUDSLHYV

$00 RI RXU GUXJ GLVFRYHURDWYS® DUMHDODR/$FFHRY WKH WKHUDSHXWLF PRGDOLW\ RI 51$L
VLOHQFLQJ WKH DFWLYLW\ RI D WDUJHWHG JHQH ,Q WKLV ELRORJLFDO SURFHVV FHUWE
HQ]\PDWLF GHVWUXFWLRQ RI WKH PHVVHQJHU 51%$Vv P51%$V RI WDUJHW JHQHY FRQWDL({
WKHUDSHXWLF GRXEOH VWUDQGHG 51% PROHFXOH 2XU GLVFRYHU\ DSSURDFK LV EDVHG
SRWHQF\ LQ WKDW WKH\ UHSUHVHQW ZKDW ZH EHOLHYH DUH RSW:HPDBINXNENR WIKMN WY IRYU
PROHFXOHV DV 'LFHU VXEVWUDWHYV RU 'VL518%V

51$L IRHMUV WKH SRWHQWLDO WR JR EH\RQG WUDGLWLRQDO WKHUDSHXWLF PRGDOLWLHYV
WDUJHWV VXFK DV WUDQVFULSWLRQ IDFWRUV WKDW DUH H[SUHVVHG H[FOXVLYHO\ LQVL
WDUJHWYV KDYH EHHQ NQRZQ IRU GHFDGHY DQG DUH FRQVLGHUHG WRJ ERHWKL VK@ K DDAVWOLK
.5$6 KDYH EHHQ VKRZQ WR EH RQFRJHQHVY WKDW DUH FULWLFDO GULYHUV RI FDQFHU |

:H EHOLHYH WKDW 'VL51%$V SURYLGH WKH IROORZLQJ DGYDQWDJHV IRU WULJJHULQJ 51
LQGXFH 51%L

n We initiate RNAi through the Dicer enzyme. 'VL51$V DUH VWUXFWXUHG WR EH LGHDO |IRWS&HRRH
SRLQW IRU 51%L LQ WKH KXPDQ FHOO F\WRSODVP 8QOLNH HDUOLHU JHQHUDWLR
HQJ\PH SURFHVVLQJ HYHQW 'VL51%$V HQWHU WKH 51%$L SDWKZD\ DW WKLV QDWXU
'VL51$ROHFXOHVY UHODWLYH WR RWKHU PROHFXOHV XVHG WR LQGXFH 51%$L

n We use a proprietary delivery system :H KDYH GHYHORSHG (Q&RUH OLSLG QD QREDNLW IHF @ WAV
GHOLYHU\ RI RXU 'VL51%$V WR OLYHU WLVVXH DQG WR VROLG WXPRUV 2XU GHOLY
DPHQDEOH WR PDQXIDFWXUL EDYR IRXWDIH WKDWH HYHQ DW GRVHV DV ORZ DV ul
H[SUHVVLRQ DW WKH SHUFHQW OHYHO ZKLFK ZH EHOLHYH LV IROG WR |
GRVH OLPLWLQJ WR[LFLW\

n Our molecules have two conjugation points, allowing for direct delivery 'XH WR WKH ZD\ WKDW WKH 'LFHU I
'VL51%$V ZH EHOLHYH RXU PROHFXOHV SURYLGH DGYDQWDJHV IRU WDUJHWHG GH
'VL51%V KDYH WZR GLVWLQFW FRQMXJDWLRQ SRLQWYV ZKLFK FDQ EH XVHG WR D
HQKDQFH WKH GUXJ OLNH SURSHWNIHHVXRIUMRM ORCGHFXORBLOJ GHOLYHU\ WHFK
GLUHFWO\ RXU 'VL51%V VXEFXWDQHRXVO\ WR OLYHU WLVVXHV DQG XOWLPDWHO\

7KH NH\ HOHPHQWY RI RXU VWUDWHJ\ DUH

1

n Validate our product candidates and our platform in clinical proof-of-concept studies. % HJLQQLQJ LQ HDUO\
FRQGXFW FOLQLFDO WULDOV WKDW ZH EHOLHYH ZHOQ@ WHH@QHU W W HP B(X_APD. QH SW RIR |OR_|!
WKRVH WULDOV E\ XVLQJ JHQHWLF DQDO\WLV WR LGHQWLI\ D WDUJHW SRSXOD
ELRPDUNHUY DQG RWKHU PDUNHWDF\DMW. Q@LADWORYWRIHHI%DVHG RQ SUHFHGHQ
RXU VWURQJ GDWD VKRZLQJ SUHFOLQLFDO NQRFNGRZQ RI VADHW[BHFWHY R ZQQ & MWD
'&5 0 LQ WKH ILUVW KDOI RI DQG HRH[U#FF3 WIR)DQQRXQFH LQLWLDO SURRI
0 DQG '&5 3+ LQ PLG WR ODWH
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5LVNV UHODWHG WR RXU EXVLQHVV

2XU DELOLW\ WR LPSOHPHQW RXU FXUUHQW EXVLQHVV VWUDWHI\ LV VXEMHFW WR QXPH
LPPHGLDWHO\ IROORZLQJ WKL¥VKSVRWVSIHMANWVXNVOPORPFEIHJ\DPRQJ RWKHUV WKH IROORZLQJ

Identify new indication areas with high unmet medicalneed. : H LQWHQG WR FRQWLQXH WR XVH RXU 'VL
GHOLYHU\ WHFKQRORJ\ SOKXWJR UV D WRHFEKIDWHDRHXWLFDO GHYHORSPHQW SURJUD
LOKHULWHG GLVHDVHV LOQYROYLQJ WKH OLYHU DQG JHQHWLFDOO\ GHILQHG RQ
Continue to develop product candidates for rare diseases and oncology while retaining meaningful commercial rights. : H
VHHN WR PDLQWDLQ VLIJQLILFDQW FRPPHUFLDO ULJKWV WR RXU NH\ GHYHORSPHQ
UHWDLQ IXO0O FRPPHUFLDO ULJKWVZHQVNHWPWR NSHDWW Q QURRXR GRIRGXFW FDQGLGD|
FRPPHUFLDO ULJKWV LQ 1RUWK $PHULFD

Enter into additional partnerships with pharmaceutical companies either on our RNAi technology platform or specific
indications outside of our core therapeutic areas. : H PD\ FKRRVH WR HVWDEOLVK SODWIRUP SDUW(
FRPSDQLHVY DFURVV PXOWLSOH LQGLFDWLRQ DUHDV RU LQ WKHUDSHXWLF DUHDV
DWWUDFWLYHQHVY RI WKH RSSRUWXQLWLHY 7KHVH SDUWQHUVKLSY ZLOO SURYL
RXU SURSULHWDU\ SURGXFW FDQGLGDWHYV DQG DFFHVV WR GHYHORSPHQW PDQX
Continue to invest in our RNAi technology platform. : H ZLOO FRQWLQXH WR LQYHVW LQ H[SDQGLQJ
PROHFXOHYV DQG RXU (Q&RUH DQG RWKHU GHOLYHU\ WHFKQRORJLHV LQ RUGHU W
FXUUHQWO\ H[SORULQJ DQG WKDW ZH LQWHQG WR H[SORUH LQ WKH IXWXUH %XL
GHOLYZAHUVHHN WR GHYHORS SURGXFW FDQGLGDWHY WKDW ZLOO KDYH D GUDPDW

— T
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:H KDYH QR VRXUFH RI SUHGLFWDEOH UHYHQXH KDYH LQFXUUHG VLIJQLILFDQW O
LQFXU VXEVWDQWLDO DQG LQFUHDVLQJ QHW ORVVHV IRU WKH IRUHVHHDEOH IXWXK
IRURXU SURGXFW FDQGLGDWHYV

2XU VXFFHVV LV SULPDULO\ GHSHQGHQW RQ WKH VXFFHVVIXO GHYHORSPHQW UH[
FDQGLGDWHYV DOO RI ZKLFK DUH LQ HDUO\ GHYHORSPHQW

,| FOLQLFDO WULDOV RI RXU SURGXFW FDQGILGEGDW\HVPID\LBOHWR) BH® R QYRVEBEW B L\QD UH
DQG FRPPHUFLDOL]H RXU SURGXFW FDQGLGDWHYV
:H DUH VXEMHFW WR UHJXODWRU\ DSSURMPO FBRNXPVYRY WWEG YK @ERAHQOGRND\WR\E B/DH Q:
IRU DQ\ RI RXU SURGXFW FDQGLGDWHYV IURP WKH 8 6 )RRG DQG 'UXJ $GPLQLVWUD

(YHQ LI ZH REWDLQ UHJXODWRU\ DSSURYDO ZH PD\ EH XQDEOH WR PDUNHW DQ\ R
WKH PHGLFDO FRPPXQLW\

:H PD\ HQFRXQWHUWGHIV VDWLVI\LQJ WKH UHTXLUHPHQWY RI FOLQLFDO WULDO S\
:H PD\ QHYHU UHFHLYH PLOHVWRQH SD\PHQWV XQGHU RXU UHVHDUFK FROODERUCEL
PDLQWDLQ RWKHU OLFHQVHVY FROODERUDWLRQVY DQG VWUDWHILF UHODWLRQVKL
W LMBYXOW DQG FRVWO\ WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKWYV
:H PD\ IDFH FRPSHWLWLRQ IURP RWKHU FRPSDQLHV LQ RXU ILHOG RU FODLPV IUH
SURSHUW\

:H PD\ EH XQDEOH WR UHFUXLW RU UHWDLQ NH\ HPSOR\HHV LQFOXGLQJ RXU VH({
:H GHSHQG RQ WKH SHUIRUPDQFH RI WKLUG SDUWLHV LQFOXGLQJ FRQWUDFW UH
:H ZLOO OLNHO\ QHHG WR REWDLQ DGGLWLRQDO IXQGLQJ RQ DFFHSWDEOH WHUPN

T~
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' H DUH D SUHFOLQLFDO VWDJH ELRSKDUPDFHXWLFDO%ERBEDQP PEWXKWL PD O LSWHRGS RS W UG
VSHFXODWLYH XQGHUWDNLQJ DQG LQYROH IB\R ) R WENMX\DUHQMDA & B YBHBIQR ISWIRGX W F D Q
DSSURYHG IRU VDOH DQG ZH FRQWLQXH WR LQFXU VLJQLILFDQW UHVHDUFK DQG GHYH
RSHUDWHRRWH :QRW SURILWDEOH DQG KDYH LQFXUUHG ORVVHV LQ HDFK \HDU VLQFH RX
'"HFHPEHU DQG ZHUH PLOOLRQ DQG 2XU RLHOW LCRRY VU IHRWS WKWM LWIHORRQW KV H
PLOOLRQ $V RI -XQH ZH KDG DQ DFFXPXGIDM[BBFGHWRLAVR @WLQ X I WVOR LRE XU VLJ(
IRUHVHHDEOH IXWXUH (YHQ LI ZH DFKLHYH SURILWDELOLW\ LQ WKH IXWXUH ZH PD\ QR

IHLWKHU ZH QRU RXU FROODERUDWRU .+. ZLOO EH SHUPLWWHG WR PDUNHW RXU SURG
WKH )'$ DQG DSSURYDO E\ IRUHLJQ UHJXODWRU\ DJHQFLHV ZLOO EH UHTXLUHG WR PDU
FROODERUDWRU KDYH VXEPLWWHG DQ DSSOLFDWLRQ IRU RU UHFHLYHG PDUNHWLQJ DS
SURGXFW FDQGLGDWHYV LV QRW JXDUDQWHHG DQG WKH DSSURYDO SURFHVV LV H[SHQV

&RUSRUDWH LQIRUPDWLRQ
*H ZHUH LQFRUSRUDWHG LQ 'HODZ PDH Q\YDARNRE BILUFHMV DWLY HSRIVHQDO 6WUHHW %XLO
- DWHUWRZQ ODVVDFKXVHWWYV DQG RXU PDLQ WHDRABKR®B L@X B EAHEV¥WH CDNFRPZ 7
FRQWDLQV LQIRUPDWLRQ DERXW XV 7KH LQIRUPDWLRQ FRQWDLQHG LQ RU WKDW FDQ
LQFRUSRUDWHG LQWR WKLV SURVSHFWXV DQG VKRXOG QRW EH FRQVLGHUHG SDUW RI

8QOHVV RWKHUZLVH QRWHG ZH XV RXU DQG WKH &RPSDQ\ UHIHU WR 'LFHUQD 3K

7KLV SURVSHFWXV DQG WKH LQIRUPDWLRQ LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH LQF
RWKHU FRPSDQLHV $00 WUDGHPDUNV VHUYLFH PDUNV DQG WUDGH QDPHV LQFOXGHG
WKHLU UHVSHFWLYH RZQHUV

(PHUJLQJ JURZWK FRPSDQ\

' H DUH DQ HPHUJLQJ JURXZWKHFRPISG QQ WKH -XPSVWDUW 2XU %M VAL@DHV U HRDLLWDWIXS \H B A

FRPSDQ\ XQWLO WKH HDUOLHU RI WKH ODVW GD\ RI WKH ILVFDO \HDUIHULRDOEZLQJ.

ZH KDYH WRWDO DQQXDO JURVV UHYHQXH RI DW OHDVW ELOOLRQ RUZERLEK ZKDBRK 2
PDUNHW YDOXH RI RXU FRPPRQ VWRGENDWHKINWH[LWVHKIEOG E\ QR@OLRQ DV RI WKH SULRU -
KDYH LVVXHG PRUH WKDQ ELOOLRQ LQ QRQ FRQYHUWIHE OHI8HBWR GXXKH QX RSR/AV B U IWR
$FW RI KHUHLQ DV WKH -2%6 $FW DQG UHIHUHQFHVY KHUHLQ WR HPHUJLQJ JURZW
-2%6 $FW

$V DQ HPHUJLQJ JURZWKPBR AN DGYDQWDJH RI VSHFLILHG UHGXFHG GLVFORVXUH DQ
DSSOLFDEOH WR SXEOLF FRPSDQLHVY 7KHVH SURYLVLRQV LQFOXGH

n  RQO\ WZR \HDUV RI DXGLWHG ILQDQFLDO VWDWHPHQWY LQ DGGLWLRQ WR DQ\ UH
UHGXFHG ODQWJHPHOQWLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXO

n  UHGXFHG GLVFORVXUH DERXW RXU H[HFXWLYH FRPSHQVDWLRQ DUUDQJHPHQWYV
n QR UHTXLUHPHQW WKDW ZH KROG QRQ ELQGLQJ DGYLVRU\ YRWHVY RQ H[HFXWLYH
n H[HPSWLRQ IURP WKH DXGLWRU DWWHVWDWLRQ UHTXLUHPHQW LQ WKH DVVHVVPH

:H KDYH WDNHQ DGYDQWDJH RI VRPH RI WKHVH UHGXFHG EXUGHQV DQG WHKXNQWKW K. I(
PLIKW JHW IURP RWKHU SXEOLF FRPSDQLHV LQ ZKLFK \RX KROG VKDUHV

\'J

— m

- —~
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THE OFFERING

,ZVVXHU 'LFHUQD 3KDUPDFHXWLFDOV ,QF
6KDUHV RI FRPPRRBUWGBREWN XFI VKDUHYV

6KDUHV Rl FRPPRQ VWRFN WR EH RXWVWDQGLQKDUWPHPHGLDWHO\ DIWHU
WKL RLQJ

8QGHUZULWHUV RSWLRQ WR SXUFKDVH RCGHWURQWMH & WDKIHHYX REHUZULWHUYV D GD\ R

[da)

FRPPRQ VWRFNHWULQL QWKLV RI DGGLWLRQDO VKDUHMNWULW IJWSUL B EHMVRIQGHUZULN
FRPPLVVLRQV
'LYLGHQG SROLF\ :H KDYH QHYHU SDLG FDVK GLYLGHQGV RQ RXU FR
DQWLFLSDWH SD\LQJ DQ\ FDVK GLYLGHQGYV LQ WKH
3ROLF\
8VH RI SURFHHGYV :H HVWLPDWH WKDW WKH QHNWBQREZHBGVEH RB SN
PLOOLRQ DSSUR[LPDWHO\ PLOOLRQ |l

WKHLU RSWLRQ WR SXUFKDVH DGGLWLRQDO VKDUH
XQGHUZULWLQJ GLVFRXQWY DQG FRPPHUVNQR GIYSH
' H H[SHFW WR XVH WKH QHW FWLRFH HRAV JIHRPUW B LA
SXUSRVHV LQFOXGLQJ ZRUNLQJ FDSLWDO IXQGLQ
SUHFOLQLFDO VWXG\ DQG FOLQLFDO WULDO H[SHQ
LQWHOOHFWXDO SURSHBW\ WO RV FBRKRFRIGIEIA

BURSRVHG 1%$6'$4 V\PERO ', &5

==

~ =

5LVN )DFWRUYV <RX VKRXOG FDUHIXOO\ UHDG DQG FRQVLGHU WKH
J)DFWRUV DQG DOO RWKHU LQIRUPDWLRQ LQFOXGH
IDFWRUV WKDW \RX VKRXOG FRQVLGHU EHIRUH GHF
FRPPRQ VWRFN

—

&HUWDLQ RI RXU H[LVWLQJ VWIRRREDKMRD/CGRIUR X UQGLOMHFVWRUNI KDYH LQGLFDWHG DQ LQWH
LQ WKHVLRIJ DW WKH LQUMQADOUELXEHOLRWRDQ DJJUHIJDWH SXUFKDVH SUERHADXIVKSLW&LFDW
LQWHUHVW DUH QRW ELQGLQJ DJUHHPHQWY RU FRPPLWPHQWY WR SXUFKDVH WKHVH V
LQGLFDWH DQ LQWHUHVW LQ SXUFKDVLQJ RUIHQRIWRVIWVUBRKRDNRHSB YV VKOK MK D®/ WWKLHN
LOWHUHVW LQ SXUFKDVLQJ PRUH VKDUHV RI RXU FRPPRQ VWRFN ,Q DGGLWLRQ WKH X
VWRFNKROGHUV WKDQ WKH VWRFNKROGHUV LQGLFDWH DQ LOQWHUHVW LQ SXUFKDVLQJ

ITT7Y A1’ <




Table of Contents

n

7KH QXPEHU RI VKDUHV RI FRPPRQ VWRFNIWBLEH RXMOAMVEHYGC DYJRD IRFNRWKUYV R

VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI VWRFN RSWLRQV RX
(PSOR\HH 'LUHFWRU DQG &RQVXOWDQW 6WRFN 30DQ DV DPHQGHG
VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI VWRFN RSWLRQV RX
(PSOR\HH 'LUHFWRU DQG &RQVXOWDQW (TXLW\ ,QFHQWLYH 30DQ DV DPHQGHG
VKDUHV RI FRPPRQ VWRFN UHVHUYHG IRU LVVXDQFH SXUVXDQW WR IXWXU
VKDUHV RI FRPPRQ VWRFN UHVHUYHG IRU LVVXDQFH SXUVXDQW WR IXWX
ZLOO EHFRPWLHIH XSROEWLKH@GHVY RI WKH UHIJLVWUDWLRQ VWDWHPHQW WR ZKLFK
VKDUHV RI FRPPRQ VWRFN UHVHUYHG IRU LVVXDQFH SXUVXDQW WR IXWX
ZKLFK ZLOO EHAFRPHHHXSREWLIKH GHVY RI WKH UHJLVWUDWLRQ VWDWHPHQW WR ZK
VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI ZDUUDQWYV RXWVWI
FRPPRQ VWRFN 6HULHV $ SUHIHUUHG VWRFN 6HULHV % SUHIHUUHG VWRFN RU 6H
RXWVWDQGLQJ VKDUHV Rl SUHIHUUHG VWRFN LPRPHIGQADWHO\ SULRU WR FRPSOHWL

8QOHVV RWKHUZLVH H[SUHVVO\ VWDWHG RU WKH FRQWH[W RWKHUZLVH UHTXLUHV WKH
VSOLW RI RXU FRPPRQ VWRFN DQG WKH RQH IRU UHYHUVH VSOLW RI RXU 6HULHV $ D(
DQG DVVXPHV RU UHIOHFWV WKDW

WKH XQGHUZULWHUV GR QRW H[HUFLVH WKHLU RSWLRQ WR SXUFKDVH XS WR
GDWH RI WKLV SURVSHFWXYV

WKH QXPEHU RI RXU DXWKRUL]JHG VKDUHV RI FDSLWDO VWRFN KDV EHHQ LQFUHDYV
WKH DPHQGPHQWYV WR RXU FKDUWHU GRFXPHQWY DQG E\ODZzZV ZKLFKWDUMHI HKDHHV
RFFXUUHG DQG

WKH FRQYHUVLRQ RI HDFK VKDUH RI 6HULHV $ 6HULHV % DQG 6HULHV & SUHIHUU
WR WKH FRPSOHWURQJRKMKR¥RIUUHG
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SUMMARY FINANCIAL AND OTHER DATA

7KH IROORZLQJ WDEOH VHWYV IRUWK VXPPDU\ ILQDQFLDO GDWD IRU XV IRU WKH \HDUV H
-XQH DQG 7KH VXPPDU\ ILQDQFLDO VWDWHPHQWY RI RSHUDWLRQV GDWD IRU
WKH VXPPDU\ EDODQFH VKHHW GDWD DV RI '"HFHPEHU DQG DUH GHULYHG IURP
WKLV SURVSHFWXV 7KH VXPPDU\ ILQDQFLDO VWDWHPHQWY RI RSHUDWLRQV GDWD IRU

EDODQFH VKHHW GDWD DV RI WKH VL[ PRQWKY HQGHG -XQH DUH GHULYHG IURP R

HOVHZKHUH LQ WKLV SURVSHFWXV 2XU XQDXGLWHG ILQDQFLDO VWDWHPHQWY DUH SUH
KDYH LQFOXGHG LQ RXU RSLQLRQ DOO DGMXVWPHQWYV FRQVLVWLQJ RQO\ RI QRUPDO
SUHVHQWDWLRQ RI WKH ILQDQFLDO LQIRUPDWLRQ VHW IRUWK LQ WKRVH VWDWHPHQWYV
H[SHFWHG IRU DQ\ IXWXUH LQWHULP ILQDQFLDO SHULRG DQG WKH UHVXOWYV IRU WKH \
WR EH H[SHFWHG IRU WKH IXOO0 \HDU HQGLQJ '"HFHPEHU

7KH IROORZLQJ VXPPDU\ ILQDQFLDO GDWD VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK D
JLODQFLDO ,QIRUPDWLRQ DQG 2WKHVFOWDLRQODQG JHPHMWLY RI )LQDQFLDO &RQGLWLR(
KLVWRULFDO ILQDQFLDO VWDWHPHQWY DQG UHODWHG QRWHY DSSHDULQJ HOVHZKHUH

Summary Financial Data (in thousands except share and per share data)

YEAR ENDED SIX MONTHS ENDED
DECEMBER 31, JUNE 30,
2011 2012 2012 2013
SQDXGLWHG

Statements of Operations:
5HYHQXH
2SHUDWLQJ H[SHQVHV
5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
7TRWDO RSHUDWLQJ H[SHQVHV
/IRVV IURP RSHUDWLRQV
2WKHU LQFRPH H[SHQVH
B3UHIHUUHG VWRFN ZDUUDQW OLDELOLW\ UHPHDVXUHPHQW
,QWHUHVW LQFRPH
,QWHUHVW H[SHQVH
7TRWDO RWKHU LQFRPH H[SHQVH
1HW ORVYV

/HVV $FFUHWLRQ DQG GLYLGHQGVY RQ UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN
1HW ORVV DWWULEXWDEOH WR FRPPRQ VWRFENKROGHUV

1HW ORVV SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV
%DVLF DQG GLOXWHG

: HLIKWHG DYHUDJH VKDUHYV RXWVWDQGLQJ
%DVLF DQG GLOXWHG

3UR IRUPD QHW ORVV SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUYV
8QDXGLWHG
%DVLF DQG GLOXWHG

3UR IRUPD ZHLJKWHG DYHUDJH VKDUHV RXWVWDQGLQJ 8QDXGLWHG
%DVLF DQG GLOXWHG

—~

—
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AS OF JUNE 30, 2013

PRO FORMA AS
ACTUAL PRO FORMA ) ADJUSTED
SQDXGLWHG

Balance Sheet Data:

&DVK DQG FDVK HTXLYDOHQWYV

:RUNLQJ FDSLWDO

7RWDO DVVHWYV

/IRQJ WHUP GHEW

BUHIHUUHG VWRFN ZDUUDQW OLDELOLW\
5HGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN
$GGLWLRQDO SDLG LQ FDSLWDO

$FFXPXODWHG GHILFLW

TRWDO VWRFNKROGHUYV GHILFLW

3UR IRUPD EDODQFH V KHHAHW VER WK H IDDHWIRIPDWLF FRQYHUVLRQ RI DOO RXWVWDQGLQJ VKDUHV RI SUHIHUUHG V
FORVLQJ RHWIQN RI
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RISK FACTORS

,QYHVWLQJ LQ RXU FRPPRQ VWRFN LQRROWKHR/XD K IFTKU 8 HQBGIHFRIQWILYM U<WKH IROORZLQJ L
FROQWDLQHG LQ WKLV SURVSHFWXV EHIRUH SXUFKDVLQJ RXU FRPPRQ VWRFN ,I DQ\ RIRWK
EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWY RI RSHUDWLRQV DQG SURVSHFWV FRXOG EI
FRPPRQ VWRFN FRXOG GHFOLQH DQG \RX FRXOG ORVH VRPH RU DOO RI \RXU LQYHVWPHQ)\

Risks Related to Our Business

:H DUH D SUHFOLQLFDO VWDJH ELRSKDUPDFHXWLFDO FRPSDQ\ ZLWK D KLVWRU\ Rl ORVVF
IRUHVHHDEOH IXWXUH DQG PD\ QHYHU DFKLHXHFKUFRXOGMDH \DX ®WR LIQVD BLHAWWQH LQ WKH
VWRFN
:H DUH D SUHFOLQLFDO VWDJH ELRSKDUPDFHXWLF DO RFR®SDE R DLW K HD GO IVAFIRW H G \ RISGIG TEWM
EDVHG RQ WKH HPHUJLQJ WKHUDSHXWLF PRGDOLW)\ 51$ LQWHUIHUHQFH 51$L D ELRORJL
H[SUHVVLRQ 6LQFH RXU LQFHSWLRQ LQ 2FWREHU ZH KDYH GHYRWHG RXU UHVRXUFH)\
DQG GHOLYHU\ WHFKRRIOKD.GWLIQLILFDQW RSHUDWLQJ ORVVHV VLQFH RXU LQFHSWLRQ
PLOOLRQ )RU WKH WZHOYH PRQWKY HQGHG 'HFHPEHU DQG DQG WKH VL[ PR
PLOOLRQ DQG PLO OGREN WHYEHB®OY @O Rl RXU ORVVHV KDYH UHVXOWHG IURP H|
SURJUDPV DQG IURP JHQHUDO DQG DGPLQLVWUDWLYH FRVWY DVVRFLDWHG ZLWK RXU RS}
Rl GHYHORSPHQW DQG ZH DUH VXEMHFW WR WKH ULVNV RI IDLOXUH LQKHUHQW LQ WKH ¢

7R GDWH ZH KDYH JHQHUDWHG UHYHQXH SULPDULO\ IURP WKH UHFHLSW RI XSIURQW UHV
FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZLWKKDRZDQHOW NR QHUIDQW &R DWG GR+rQRW H
UHYHQXH IRU WKH IRUHVHHDEOH IXWXUH DQG ZH H[SHFW WR FRQWLQXH WR LQFXU VLJQL
UHVHDUFK DQG GHYHORSPHQW SUHFOLQLFDO VWXGLHVY DQG FOLQLFDO WULDOV DQG WK}
ORVVHV LV XQFHUWDLQ 2XU DELDILWYHWRODGEKEHQIE ROR IDWREL RWKHU WKLQJVRX\D RUIRWL
FROODERUDWRUV VXFFHVVIXOO\ GHYHORSLQJ SURGXFW FDQGLGDWHYV REWDLQLQJ UHJX:
PDOXIDFWXULQJ DQ\ DSSURYHG SURGXFWYV RQ FRPPHUFLDOO\ UHDVRQDEOH WHUPV HVWIL
DOWHUQDWLYHV IRU DQ\ DSSURYIHG QWA XRWWQRER UDINQRH EXVLQHVYV DFWLYLIRULEQ\ |KX ¥
FROODERUDWRUVY DUH XQDEOH WR GHYHORS DQG FRPPHUFLDOL]H RQH RU PRUH RI RXU S
UHFHLYHV DSSURKFDHQMY EZRVZUOO QRW REKKEK YHR $O® |KD/DH IDO P DHWMU RQOR R G YEHXUAMK) HV YV | Lt
UHVXOWY RI RSHUDWLRQV DQG SURVSHFWYV

7R GDWH RXU UHYHQXH KDV EHHQ SULPDULO\ GHULYHG IURP RXU UHVHDUFK FROODERUD\
RQ .+. IRU WKH VXFFHVVIXO GHYHORSPHQW RI SURGXFW FDQGLGDWHYV LQ WKH FROODERU
,Q '"HFHPEHU ZH HQWHUHG LQWR D UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHF
FRPPHUFLDOL]DWLRQ RI 'VL51%$ PROHFXOHYVY DQG GUXJ GHOLYHU\ WH F K GBRARHIW WMWK HR U HV KIH
FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZLWK .+. .+. KDV SDLG XV D WRWDO RI F
FROODERUDWLRQ ZH ZRUNHG WRIJHWKBPUAIGNRDQREFVRURMSWDMHMHRY. WXPRU GHOLYHU\ DQC
RQFRORJ\ DQG .5$6 WDUJHWV %DVHG RQ WKH UHVXOWV RI WKLV UHVHDUFK .+. H[HUFLVFH
VWDJH LQFOXGLQJ RQH ZLWK D .5%$6 WDUJHW )RU HDFK SURGXFW FDQGLGDWH XQGHU WKk
SRWHQWLDO WR UHFHLYH XS WR PLOOLRQ LQ FOLQLFDO UHJXODWRU\ DQG FRPPHUF
FDQGLGDWH 7KH VXFFHVV RI RXU FROODERUDWLRQ SURIRJDPY RLWMK HFBSWHRGVFHQWDU
SURILW VKDULQJ ULJKWV ZH UHWDLQ ZLWK UHVSHFW WR WKH .56 SURGXFW FDQGLGDWH
KDV VROH GLVFUHWLRQ LQ GHWHRBWYLRQ ® QE VGROUHHWL QI WEXGH IQ J IWHKW \D B IQ@L WH WRRX G |
WKH GHYHORSPHQW DQG LI DSSURYDO LV
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REWDLQHG FRPPHUFLDOL]DWLRQ DQG PDUNHWLQJ Rl WKH SURGXFW F DIHGEMEDM H\Q FARE'WM D
DSSURYDOV IRU WKH SURGXFW FDQGLGDWHY GHYHORSHG XQGHU WKH FROODERUDWLRQ C
PDQXIDFWXULQJ RU GLVWU L DX LIRSS UROBDEV SRIRGKIFSWVIRBQGHU WKH UHVHDUFK FROODERU
LWV VWUDWHJILF IRFXV RU SXUVXH DOWHUQDWLYH WHFKQRORJLHV LQ D PDQQHU WKDW UI
PDUNHWHG SURGXFWV DQG SURGXFW FDQGLGDWHV XQGHU FROODERUDWLRQ ZLWK RWKHLU
REMHFWLYHV PD\ QRW EH FRQVLVWHQW ZLWK RXU EHVW LQWHUHVWYV ,l .+. IDLOV WR GH)
SURGXFW FDQGLGDWH XQGHU RXU FROODERUDWLRQ RU LI .+. WHUPLQDWHY RXU FROODEF
SURVSHFWV FRXOG EH PDWHIBIEIMH®E DQ®GGYWUREBODQ! GLVSXWH RU OLWLIJDWLRQ SURFH
GHOD\ GHYHORSPHQW SURJUDPV FUHDWH XQFHUWDLQW\ DV WR RZQHUVKLS RI LQWHOOHI
DQG JHQHUDWH VXEVWDQWLDO H[SHQVH

:H ZLOO QHHG VXEVWDQWLDO DGGLWLRQDO IXQGY WR DGYDQFH GHYHORSPHQW RI RXU S
VXILFLHQW IXQGY DYDLODEOH LQ WKH IXWXUH WR GHYHORS DQG FRPPHUFLDOL]H RXU FXL
.l RXU SURGXFW FDQGLGDWHV HQWHU DQG DGYDQFH WKURXJK SUHFOLQLFDO VWXGLHV D¢
GHYHORSPHQW RMQXDIFWRW\LQJ PDUNHWLQJ DQG VDOHV FDSDELOLWLHY RU FRQWUDFW :
H KDYH XVHG VXEVWDQWLDO IXQGY WR GHYHORS RXU SURGXFW FDQGLGDWHY DQG GHOL
UHVHDUFK DQG GHYHORSPHQW DQG SUHFOLQLFDO WHVWLQJ DQG FOLQLFDO WULDOV RI R
FDQGLGDWHY DQG WR PDQXIDFWXUH \WRBW DUNHM SURGHKG WRU IFRP@HUFLDO VDOH $V RI -
FDVK FDVK HTXLYDOHQWY DQG VKRUW WHUP LQYHVWPHQWYV %DVHG RQ RXU FXUUHQW R
VKRUW WHUP LQYHVWPHQWY WRJHWKHU ZLWK RXU VDOH RI 6HULHV & SUHIHUUHG VWRFN
PLOOLRQ WKH QHW SURFHMEDQGRPYWKOQDERIH ERUURZL Q@I R ERL W& W UWVRU HXGLGV R BB LODQ WL
RSHUDWLRQV WKURXJK 2XU IXWXUH FDSLWDO UHTXLUHPHQWY DQG WKH SHULRG IRU :
YDU\ VLIQLILFDQWO\ IURP ZKDW ZH H[SHFW 2XU PRQWKO\ VSHQGLQJ OHYHOV YDU\ EDVH(
%HFDXVH WKH OHQJWK RI WLPH DQG DFWLYLWLHY DVVRFLDWHG ZLWK VXFFHVVIXO GHYHC
HVWLPDWH WKH DFWXDO IXQGV ZH ZLOO UHTXLUH IRU GHYHORSPHQW DQ® BIQHN FXS/BH RKHIG
SODQ ZH ZLOO QHHG DPRQJ RWKHU WKLQJV

n WR REWDLQ WKH KXPDQ DQG ILQDQFLDO UHVRXUFHYVY QHFHVVD PDWRIBHWNMOR D QWGHN
SURGXFW FDQGLGDWHYV

n WR EXLOG DQG PDLQWDLQ D VWURQJ LQWHOOHFWXDO SURSHUW\ SRUWIROLR DQG D

n WR HVWDEOLVK DQG PDLQWDLQ VXFFHVVIXO OLFHQVHYVY FROODERUDWLRQV DQG DO

n WR VDWLVI\ WKH UHTXLUHPHQWY RI FOLQLFDO WULDO SURWRFROV LQFOXGLQJ SDV

n WR HVWDEOLVK DQG GHPRIQNWRNDDNH WIDHHRMOLRILRXO BURGXFW FDQGLGDWHV

n WR REWDLQ UHJXODWRU\ DSSURYDOV

n WR PDQDJH RXU VSHQGLQJ DV FRVWYV DQG H[SHQVHV LQFUHDVH GXH WR SUHFOLQLF
FRPPHUFLDOL]DWLRQ

n WR REWDLQ DGGLWLRQDO FDSLWDO WR VXSSRUW DQG H[SDQG RXU RSHUDWLRQV D

n WR PDUNHW RXU SURGXFWV WR DFKLHYH DFFHSWDQFH DQG XVH E\ WKH PHGLFDO F

, ZH DUH XQDEOH WR REWDLQ IXQGLQJ RQ D WLPHO\ EDVLV BMHGXF H RRHB/\NW D B DGIDWHHUR X U
GHYHORSPHQW SURJUDPV DQG SUHFOLQLFODPYWX\GWHVVRHWIEP IRBLIFOONKQLD/OMVIRWDW IO GHL
FRUSRUDWH UHVWUXRNXOVQIFBRWGYEM IVHHVT XLUHG WR VHHN IXQGV WKURXJK DUUDQJHPHC
UHOLQTXLVK ULJKWV WR VRPH RI RXU WHFKQRORJLHV RU SURGXFW FIB G®RLGRW HM SMKDWWZ
UHYHQXH IURP SURGXFW VDOHVY PLOHVWRQH SD\PHQWY RU UR\DOWLHV LQ WKH IRUHVHHI
OLPLWHG XQOHVY DQG XQWLO RXU SURGXFW FDQGLGDWHY DUH FOLQLFDOO\ WHVWHG
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DSSURYHG IRU FRPPHUFLDOL]DWLRQ ® G® W XF ZHVKDX® 0S LPLIPONHWHG. QD QFHG RXU RSHUDW
ILQDQFLQJV FUHGLW DQG ORDQ IDFLOLWLHY DQG SD\PHQWYV UHFHLYHG NQ@E&B0 EXUUFR GO
DGGLWLRQDO IXQGLQJ LQ WKH IXWXUH DQG LQWHQG WR GR VR WKWLRXM RHL\GKEW FRODOE
IDFLOLWLHV RU D FRPELQDWLRQ RI RQH RU PRUH RI WKHVH IXQGLQJ VRXUFHV 2XU DELOL
RWKHU IDFWRUV PDQ\ Rl ZKLFK DUH EH\RQG RXU FRQWURO $GGLWLRQDO IXQGV PD\ QRW
IXQGV E\ LVVXLQJ HTXLW\ VHFXULWIHY GR® X WMRRF B QRSO K W EHILPY RX DO WL @ B & FUIQIK R/
VWRFNKROGHUV ,Q DGGLWLRQ DV D FRQGLWLRQ WR SURYLGLQJ DGGLWLRQDO IXQGV WR
WKRVH RI HILVWLQJ VWRFNKROGHUV 'HEW ILQDQFLQJ LI DYDLODEOH PD\ LQYROYH UHVV
DFWLYLWLHV DQG LQ WKGHEWW & RORGIHLQN RRXBI@ FBH UHSDLG EHIRUH KROGHUV RI HTXLW\
DVVHWYV

2XU TXDUWHUO\ RSHUDWLQJ UHVXOWY PD\ IOXFWXDWH VLJQLILFDQWO\ RU PD\ IDOO EHOR
ZKLFK PD\ FDXVH RXU VWRFN SULFH WR IOXFWXDWH RU GHFOLQH

:H H[SHFW RXU RSHUDWLQJ UHVXOWYVY WR EH VXEMHFW WR TXDUWHUO\ | OKFWHK® &L RX\WP HZ
IDFWRUV LQFOXGLQJ

"  YDULDWLRQV LQ WKH OHYHO RI H[SHQVH UHODWHG WR RXU SURGXFW FDQGLGDWHV

n UHVXOWV RI FOLQLFDO WULDOV RU WKH DGGLWLRQ RU WHUPLQDWLRQ RI FOLQLFD:
FROODERUDWRU RU OLFHQVLQJ SDUWQHU

" WKH WLPLQJ Rl WKH UHOHDVH RI UHVXOWYV IURP DQ\ FOLQLFDO WULDOV FRQGXFWH

n RXU H[HFXWLRQ RI DQ\ FROODERUDWLRQ OLFHQVLQJ RU VLPLODU DUUDQJHPHQW I
H[LVWLQJ RU IXWXUH DUUDQJHPHQWY RU WKH WHUPLQDWLRQ RU PRGLILFDWLRQ RI

n DQ\ LQWHOOHFWXDO SURSHUW\ LQIULQJHPHQW ODZVXLW RU RSSRVLWLRQ LQWHUI!

n DGGLWLRQV DQG GHSDUWXUHV RI NH\ SHUVRQQHO

n VWUDWHJILF GHFLVLRQV E\ XV RU RXU FRPSHWLWRUW VMR KQDW YDHF@ WIX\ULHA/L RQWU DBV M
LQ EXVLQHVV VWUDWHJ\

n LI DQ\ RI RXU SURGXFW FDQGLGDWHY UHFHLYHV UHJXODWRU\ DSSURYDO PDUNHW |

n UHJXODWRU\ GHYHPWB®H ®WY SURGXFW FDQGLGDWHVY RU WKRVH RI RXU FRPSHWLW

n FKDQJHV LQ JHQHUDO PDUNHW DQG HFRQRPLF FRQGLWLRQV

,] RXU TXDUWHUO\ RSHUDWLQJ UHVXOWYV IDOO EHORZ WKH H[SHFWDWLRQV RI LQYHVWRUYV
VXEVWDOQWUWEKBUPRUH DQ\ TXDUWHUO\ IOXFWXDWIOQRAX U@ FBOXWRSE MKMHWIIQLIF Y HR/I XXV VAD
EHOLHYH WKDW TXDUWHUO\ FRPSDULVRQV RI RXU ILQDQFLDO UHVXOWY DUH QRW QHFHVV
IXWXUH SHUIRUPDQFH

2XU DSSURDFK WR WKH GLVFRYHU\ DQG GHYHORSPHQW RI LQQRYDWLYH WKHUDSHXWLF W
QRW UHVXOW LQ PDUNHWDEOH SURGXFWYV

:H SODQ WR GHYHORS D SLSHOLQH RI SURGXFW FDQGLGDWHY XVLQJ RXU 'VL51$ PROHFXC(
WKH OLYHU DQG FDQFHUV WKDW EWID LIHQHH WIKPDWD SUBEKFOMHEDQGLGDWHY LGHQWLILHG ZL'
RIHU DQ LPSURYHG WKHUDSHXWLF DSSURDFK WR VPDOO PROHFXOHV DQG PRQRFORQDO D
PROHFXOHV “REHWHUHQWLILF UHVHDUFK W KWV WRYGMIH ERY ISURGRRKW ADQGLGDWHYV E
51$L DQG WKH LGHQWLILFDWLRQ DQG RSWLP)L{DW MR RIFIVHG Wi LIVF HYQCWQFHON R NXSSRU
WKHUDSHXWLF WUHDWPHQWY EDVHG RQ 51$L DQG 'VL51$% LV ERWK SUHOLPLQDU\ DQG OLP



Table of Contents

5HODWLYHO\ IHZ SURGXFW FDQGLGDWHY EDVHG RQ 51$L KDYH EHHQ WHVWHG LQ DQLPDO"
FRPSDQLHV XVLQJ 51$L WHFKQRORJLHV K PPN @IRWE FEHHD WK B RHWALIXIG GRHY QRW SRVVHV\
GUXJ WRHEM/HYH VXFK DV WKH DELOLW\ WR UHPDLQ VWDEOH LQ WKH KXPDQ ERG\ IRU WK]|
WKH DELOLW\ WR FURVV WKH FHOO ZDOO DQG HIQW WU Y_H) W:RICEEGHQWH QWD K KQ WHK R Q0D WILHPW '
FRQFOXVLYH HYLGHQFH WR VXJJHVW WKDW ZH FDQ LQWURGXFH W RBV I SHTFG WAKEW WD
DWWHPSWLQJ WR LQWURGXFH WKHVH SURSHUWLHYV DQG PD\ QHYHU VXFFHHG LQ GRLQJ VI
GLHUHQW FKHPLFDO DQG SKDUPDFRORJLFDO SURSHUWLHYV LQ SDWLHQWY WKDQ WKH\ GR |
'&5 0 KDYH VXFFHVVIXO UHVXOWYV LQ DQLPDO VWXGLHV WKH\ PD\ QRW GHPRQVWUDWH
DQG PD\ LQWHUDFW ZLWK KXPDQ ELRORJIHFDMLYH RB KD URIXQ IRD\WV SN UBIMXOW ZH PD\
PDUNHWDEOH SURGXFW ZH PD\ QRW EHFRPH SURILWDEOH DQG WKH YDOXH RI RXU FRPPR

)XUWKMKH 8 6 )RRG DQG 'UXJ $GPLQLVWUDWLRQ )'$ KDV UHODWLYHO\ OLPLWHG H[SHULF
DXWKRULW\ KDV JUDQWHG DSSURYR®OXR DA\ $WUWRQ®P BUNHWWDWE FRPPHUFLDOL]H WKHUTI
LQFUHDVH WKH ¥X@PISOWLMIW\ DQG OHQJWK RI WKH UHJXODWRU\ DSB8 URY® ®>SW K KK\W QRIW
DQ\ IXWXUH FROODERUDWRUV PD\ QHYHU UHFHLYH DSSURYDO WR PDUNHW DQG FRPPHUF
UHJXODWRU\ DSSURYDO WKH DSSURYDO PD\ EH IRU GLVHDVH LQGLFDWLRQV RU SDWLHQV
UHTXLUH ODEHOLQJ WKDW LQFOXGHV VLJQLILFDQW XV HHRRUGD VAR OIOEDE/RIUFDQV B H VRADY LEFW U R
DGGLWLRQDO RU XQDQWLFLSDWHG FOLQLFDO WULDOV WR REWDLQ DSSURYDO RU EH VXE!
RXU WHFKQRORJLHY EDVHG RQ INEWLY SURGMDWHR EW ERPMPHUFLDOO\ XQYLDEOH RXU HQWL
DQ\YDOXH ZKLFK FRXOG KDYH IBFPD\R B ULDW DXOMNKQUHWH HILQDQFLDO FRQGLWLRQ UHVXOW\V

7KH PDUNHW PD\ QRW EH UHFHSWLYH WR RXU SURGXFW FDQGLGDMWHY ADVYPBE RROWDJIGRWIKHO
UHYHQXH IURP WKH VDOH RU OLFHQVLQJ RI SURGXFW FDQGLGDWHYV

(YHQ LI DSSURYDO LV REWDLQHG IRU D SURGXFW FDQGLGDWH ZH PD\ QRW JHQHUDWH RU
ZKHWKHU WKH SURGXFW FDQ EH VROG DW D FRPSHWLWLYH FRVW DQG RWKHUZLVH DFFHS'
EDVHG RQ QHZ WHFKQRORJLHY DQG WKHUDSHXWLF DSSURDFKHY ODUNHW SDUWLFLSDQW'
SK\WLFLDQV DQG WKLUG SDUW\ SD\RUV PD\ QRW DGRSW I ® WHDMDA HRRAYW EEH/ D& ARHQ WARL & RK
FRPPXQLW\ DQG WKLUG SDUW\ SD\RUV WR DFFHSW DQG XVBQR$ UWRRG 8 BWR YAIMHGILDS/IRW 1B E @HA
H[LVWLQJ FROODERUDWRU RU DQ\ IXWXUH FROODERUDWRUY ODUNHW DFFHSWDQFH RI RX

n  WKH WLPLQJ RI RXU UHFHLSW RI DQ\ PDUNHWLQJ DQG FRPPHUFLDOL]DWLRQ DSSUR"
n  WKH WHUPV RI DQ\ DSSURYDOV DQG WKH FRXQWULHV LQ ZKLFK DSSURYDOV DUH RE
n WKH VDIHWLADFE Rl RXU SURGXFW FDQGLGDWHYV
n  WKH SUHYDOHQFH DQG VHYHULWRKWRY DYVBEYBHWMB YLWHK RXU SURGXFW FDQGLGDWH
n  OLPLWDWLRQV RU ZDUQLQJY FRQWDLQHG LQ DQ\ ODEHOLQJ DSSURYHG E\ WKH )'$ R
n UHODWLYH FRQYHQLHQFH DQG HDVH RI DGPLQLVWUDWLRQ RI RXU SURGXFW FDQGL(
n  WKH ZLOOLQJQHVV Rl SDWLHQWY WR DFFHSW DQ\ QHZ PHWKRGV RI DGPLQLVWUDWL
n WKH VXFFHVV RI RXU SK\WLFLDQ HGXFDWLRQ SURJUDPV
n  WKH DYDLODELOLW)\ RI DGHTXDWH JRYHUQPHQW DQG WKLUG SDUW\ SD\RU UHLPEXU
n WKH SULFLQJ RI RXU SURGXFWV SDUWLFXODUO\ DV FRPSDUHG WR DOWHUQDWLYH
n DYDLODELOLW)\ RHPWMHUWDWDWH HOQWV IRU WKH GLVHDVH LQGLFDWLRQV RXU SURG
ULVNV EHQHILWY DQG FRVWV RI WKRVH WUHDWPHQWYV
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:LWK RXU IRFXV RQ WKH HPHUJLQJ WKHUDSHXWLF PRGDOLW\ 51$L WKHVH ULVNV PD\ LQF
IDYRUHG LQ WKH FRPPHUFLDO PDUNHWSODFH $GGLWLRQDO ULVNV DSSO\ LQ UHODWLRQ "
DQG DOORZ IRU RUSKDQ GUXJ GHVLJQDWLRQ E\ UHJXODWRU\ DJHQFLHV LQ PDMRU FRPPHI
DUH LQ WKH SUHOLPLQDU\ VWDJHV RI GHYHORSLQJ D WUHDWPHQW IRU WKH UDUH JHQHWI
JO\FRODWH R[LGDVH DV RXU WDUJHW %HFDXVH RI WKH VPDOO SDWLHQW SRSXODWLRQ IF
DQ DSSURSULDWH OHYHO IRU DQ DSSURYHG SURGXFW ZLWK RUSKDQ GUXJ GIWWHMW FIRW WR/QF
GHYHORSPHQW PDQXIDFWXULQJ PDUNHWLQJ DQG FRPPHUFLDOL]DWLRQ GHVSLWH DQ\ EH
HIFOXVIDMWWWDQFH LQ FOLQLFDO WULDO GHVLJQ RU D UHGXFWLRQ LQ XVHU IHHV RU WD
LQ GLVHDVH LQGLFDWLRQV QRW FODVVLILHG DV UDUH 2XU HVWLPDWHV UHJD UGLKQ W RWR
ZH GLVFRYHU WR H[LVW DW WKH WLPH ZH FRAFRPHQFURBXFMU AKLFKI FRKRG UWH\DXQAW LQ VL
SODQ DQG KDYH D PDWHUN IR RKVUHBEXWHLRHVY ILQDQFLDO FRQGLWLRQ UHVXOWY RI RSHU

2XU SURGXFW FDQGLGDWHY DUH LQ HDUO\ VWDJHV RI GHYHORBP BGRWDDY GVRDWI P DO HOHEH
WKHLU FRPPHUFLDO YLDELOLW\

:H KDYH QR SURGXFWV RQ WKH PDUNHW DQG DOO RI RXU SURGXFW FDQGLGDWHY DUH LQ
SURILWDELOLW\ GHSHQGYVY RQ REWDLQLQJ UHJXODWRU\ DSSURYDOV LQFOXGLQJ LQVWLW)>
SURGXFW FDQGLGDWHYV HLWKHU DORQH RU ZLWK WKLUG SDUWLHV VXFK DV RXU FROODE
GLVWULEXWLRQ RI RXU SURGXFW FDQGLGDWHY ZH RU D FROODERUDWRU PXVW FRQGXFW
HILFDF\ LQ KXPDQV RI RXU SURGXFW FDQGLGDWHYV 3UHFOLQLFROW WRWELIQVLD Q @ @GLIOAFQO
\HDUV WR FRPSOHWH DQG DUH XQFHUWDLQ DV WR RXWFRPH 7KH VWDUW RU HQG RI D FOI
UHTXLUHPHQWY PDQXIDFWXULQJ FKDOOHQJHY UHTXLUHG FOLQLFDO WULDO DGPLQLVWU
VWDQGDUGYV RI FDUH DYDLODELOLW\ RU SUHYDOHQFH RI XVHORIQD FHR® KRXWFWRPHYN KRUXIL Rl
LOQVWDQFH GHGROWRUVWGLD SDWLHOMKGIWURY OPMPW RWDEGEMWULDO SDUWLFLSDQWY FDQ UH!
RU WHUPLQDWLRQ RI D FOLQLFDO WULDO &OLQLFDO WULDOV IRFDH@QMZ GXIRREIXF W | FEOD/GLLHX
ZKR DUHHWKQJ IURP WKH GLVHDVH WKH SURGXFW FDQGLGDWH LV LOQWHQGHG WR WUHDW C
DIHFWHG E\ PDQ\ IDFWRUV LQFOXGLQJ WKH VL]H RI WKH SDWLHQW SRSXODWLRQ WKH HC
WKH VWDJH DQG VHYHULW\ RI GLVHDVH WKH QDWXUH RI WKH SURWRFRO WHKHWIYR[ WU MWD
WKH UHOHYDQW GLVHDVH

$ SURGXFW FDQGLGDWH FDQ XQH[SHFWHGO\ IDLO DW DQ\ VWDJH RI SUHFOLQLFDO DQG FC
KLIK GXH WR VFLHQWXLIHNL\F-DBRKLEQ OLOW\ VWDQGDUGY RI PHGLFDO FDUH DQG RWKHU YDULD
FOLQLFDO WULDOV RI D SURGXFW FDQGLGDWH PD\ QRW SUHGLFW WKH UHVXOWYV W KHD WVXKI
)’$ RU RWKHU DSSOLFDEOH UHJXODWRU\ DXWKRULWLHYV PD\ VXVSHQG FOLQLFDO WULDOV
WKDW VXEMHFWY SDUWLFLSDWLQJ LQ VXFK WULDOV DUH EHLQJIHFSRW G \WERR WQIDD ¥ H SWKH
UHVRXUFHV WR FRQWLQXH GHYHORSPHQW RID BU RV FHW W B Q G IQG\DRVHRIO OZHE R USHAUIL @ H R
HYHQWYVY WKDW GHOD\ RU SUHYHQW UHJXODWRU\ DSSURYDO RI RU RXU DELOLW\ WR FRPP

n QHIJDWLYH RU LQFRQFOXVLYH UHVXOWY IURP RXU FOLQLFDO WULDOV RU WKH FOLQ
GHFLVLRQ RU UHTXLUHPHQW WR FRQGXFW DGGLWLRQDO SUHFOLQLFDO WHVWLQJ R

n VHULRXV DQG XQH[SHFWHG HFUXV HHBHDWHGRHG BH\HHIDUWLFLSDQWY LQ RXU FOLQLFD
RXU SURGXFW FDQGLGDWHYV

n GHOD\V LQ VXEPLWWLQJ ,QYHVWLJDWLRQDO 1HZ 'UXJ ,1' DSSOLFDWLRQV RU FRPS
QHFHVVDU\ DSSURYDOV IURP UHIJXODWRUV WR FRPPHQFH D FOLQLFDO WULDO RU D
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n FRQGLWLRQV LPSRVHG E\ WKH )'$ RU FRPSDUDEOH IRUHLJQ DXWKRULWLHV UHJDUG

n GHOD\V HQUROOLQJ UHVHDUFK VXEMHFWY LQ FOLQLFDO WULDOYV

n KLIJK GURS RXW UDWHV RI UHVHDUFK VXEMHFWYV

n LQDGHTXDWH VXSSO\ RU TXDOLW\ RI SURGXFW FDQGLGDWH FRPSRQHQWYV RU PDWH!I
WuLDOV

n JUHDWHU WKDQ DQWLFLSDWHG FOLQLFDO WULDO FRVWYV

n SRRUHFWLYHQHVYV RI RXU SURGXFW FDQGLGDWHYV GXULQJ FOLQLFDO WULDOV

n XQIDYRUDEOH )'$ RU RWKHU UHJXODWRU\ DJHQF\ LQVSHFWLRQ DQG UHYLHZ RI D FC

n IDLOXUH RI RXU WKLUG SDUW\ FRQWUDFWRUV RU LQYHVWLJDWRUV WR FRPSO\ ZLWt
REOLJDWLRQV LQ DRULBWOD PO QQHU

n GHOD\V DQG FKDQJHV LQ UHIJXODWRU\ UHTXLUHPHQWY SROLF\ DQG JXLGHOLQHV L
FOLQLFDO WHVWLQJ JHQHUDOO\ RU ZLWK UHVSHFW WR RXU WHFKQRORJ\ LQ SDUWL

n YDU\LQJ LQWHUSUHWDWLRQV RI GDWD E\ WKH )'$ DQG VLPLODU IRUHLJQ UHJXODWR

,] WKLUG SDUWLHV RQ ZKLFK ZH GHSHQG WR FRQGXFW RXU SUHFOLQLFDO VWXGLHV RU D
UHTXLUHG IDLO WR VDWLVI\ UHJXODWRU\ RU OHJDO UHTXLUHPHQWY RU PLVV H[SHFWHG
PDWHULDOO\ DHFYWHW RIQ RIXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUDWLRQ
:H UHO\ RQ WKLUG SDUW\ FOLQLFDO LQYHVWLIJDWRUVY FRQWUDFW UHVHDUFK RUJDQL]DW
GHVLIQ FRQGXFW VXSHUYLVH DQG PRQLWRU SUHFOLQLFDO VWXGLHV RI RXU SURGXFW F
WKLUG SDUWLHY DQG GR QRW KDYH WKH DELOLW\ WR FRQGXEW ISIHHF @HMW P QMWMXREQ HRW K
DQG RWKHU DVSHFWV RI SUHFOLQLFDO VWXGLHY DQG FOLQLFDO WULDOV WKDQ ZH ZRXOC
FRQVXOWDQWY DUH QRW RXU HPSOR\HHVY DQG ZH KDYH OLPLWHG FRQWURO RYHU WKH DP
WKLUG SDUWLHVY PD\ KDYH FRQWUDFWXDO UHODWLRQVKLSY ZLWK RWKHU HQWLWLHV VRF
IURP RXU SURJUDPV 7KH WKLUG SDUWLHYV ZLWK ZKLFK ZH FRQWUDFW PLJKW QRW EH GLO
WULDOV UHVXOWLQJ LQ WKH SUHFOLQLFDO VWXGLHV RU FOLQLFDO WULDOV EHLQJ GHOD

,| ZH FDQQRW FRQWUDFW ZLWK DFFHSWDEOH WKLUG SDUWLHVY RQ FRPPHUFLDOO\ UHDVRC(
FROQWUDFWXDO GXWLHV VDWLVI\ OHIJDO DQG UHIJXODWRU\ UHTXLUHPHQWYV IRU WKH FRQG
FOLQLFDO GHYHORSPHQW SURJUDP FRXOG EHHFWIHDGH GQ DOIAE0 RMYKHHQUAZY. V AHD B Y H UMH/GB\RIDIV L
SUHFOLQLFDO VWXGLHYVY DQG FOLQLFDO WULDOV LV FRQGXFWHG LQ DFFRUGDQFH ZLWK WI
FOLQLFDO WULDOV WR EH FRQGXFWHG LQ DFFRUGDQFH ZLWK JRRG FOLQLFDO SUDFWLFH\
VWXGLHY DQG FOLQLFDO WULDOV WR DVVXUH WKDW GDWD DQG UHSRUWHG UHVXOWY DUH
FOLQLFDO WULDO SDUWLFLSDQWY DUH SURWHFWHG 2XU UHOLDQFH RQ WKLUG SDUWLHYV
UHTXLUHPHQWY $Q\ VXFK HYHQW FRXOHF WDR® BXRDEBXMLICOHY Y G QDWH IHDO FRQGLWLRQ U

%HFDXVH ZH UHO\ RQ WKLUG SDUW\ PDQXIDFWXULQJ DQG VXSSO\ SDUWQHUV RXU VXSSO
GHYHORSPHQW PDWHULDOV PD\ EHFRPH OLPLWHG RU LQWHUUXSWHG RU PD\ QRW EH RI V|
:H UHO\ RQ WKLUG SDUW\ VXSSO\ DQG PDQXIDFWXULQJ SDUW @HLE/ PDR) X/ DOSFSADX WK HR R D W H
GHYHORSPHQW SUHFOLQLFDO DQGHFGRQQRWYORW LPIDA B ID¥IWXXERILIDFLOLWLHY RU VXSSO
PDWHULDOV 2XU PDQXIDFWXULQJ UHTXLUHPHQWY LQFOXGH OLSLG QDQRSDUWLFOH FRPS
VXSSOLHU RQ D SXUFKDVH RUGHU EDVLV ,Q DGGLWLRQ ZH FXUUHQWO\ FRQWUDFW ZLWK
WKH ROLJRQXFOHRWLGH LQ D OLSLG SDUWLFOH 7KHUH FDQ EH QR DVVXUDQFH WKDW RX|I
GUXJV DQG RWKHU PDWHULDOV ZLOO QRW EH OLPLWHG LQWHUUXSWHG UHVWULFWHG LQ
DYDLODEOH DW DFFHSWDE®H'SUHSI\WD FP S RUWWRIFR&DUSUXJ SURGXFW IRUPXODWILRQW DQX
H[SHUWLVH EHFDXVH WKHUH PD\ EH D OLPLWHG QXPEHU Rl TXDOLILHG UHSODFHPHQWYV
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7KH PDQXIDFWXULQJ SURFHVV IRU D SURGXFW FDQGLGDWH LV VXE®HTFMN WHRU )V $D QG GP DRAUH
PHHW DSSOLFDEOH PDQXIDFWXULQJ UHTXLUHPHQWY DQG XQGHUJR ULJRURXV IDFLOLW\ D
FRPSO\ ZLWK UHJXODWRU\ VWDQGDUGYV VXFK DV FXUUHQW *RRG ODQXIDFWXULQJ 3UDFWL
IDLOV WR FRPSO\ ZLWK VXFK UHTXLUHPHQWY RU WR SHUWLFA QW R R RMKIDWALR/GV RAR LA VR X
RWKHU PDWHULDOV EHFRPHY OLPLWHG RU LQWHUUXSWHG IRU RWKHU UHDVRQV ZH PD\ E
GR QRW KDYH WKH FDSDELOLWLHY RU UHVRXUFHVY RU HQAWHBKLRM RIDQQBW HHPMHEOM ANVRV K
LI bw DOO ,Q VRPH FDVHV WKH WHFKQLFDO VNLOOV RU WHFKQRORJ\ UHTXLUHG WR PDQ:
RULJLQDO PDQXIDFWXUH Ul DRXGRMNWKDH UKD PB\GHH FRQWUDFWXDO UHVWULFWLRQV SURKLEL
WR DQRWKHU WKLUG SDUW\ DQG D IHDVLEOH DOWHUQDWLYH PD\ QRW H[LVW 7KHVH IDFW
REWDLQ D OLFHQVH IURP VXFK PDQXIDFWXUHU LQ RUGHU WR KDYH DQRWKHU WKLUG SDU!
PDQXIDFWXUHUV IRU DQ\ UHDVRQ ZH ZLOO EH UHTXLUHG WR YHULI\ WKDW WKH QHZ PDQ>
VWDQGDUGY DQG ZLWK DOO DSSOLFDEOH UHJXODWLRQV DQG JXLGHOLQHV 7KH GHOD\V D
DIHFW RXU DELOLW\ WR GHYHORS SURGXFW FDQGLGDWHY LQ D WLPHO\ PDQQHU RU ZLWKL

:H H[SHFW WR FRQWLQXH WR UHO\ RQ WKLUG SDUW\ PDQXIDFWXUHUV LIRMW KH FWHD WHW
HILVWLQJ RU HQWHU LQWR IXWXUH PDQXIDFWXULQJ DUUDQJHPHQWYV ZLWK WKLUG SDUW
WLPHO\ PDQQHU FRQVLVWHQW ZLWK FRQWUDFWXDO DQG UHIJIXODWRU\ UHTXLUHPHQWYV L(
REWDLQ RU PDLQWDLQ WKLUG SDUW\ PDQXIDFWXULQJ IRU SURGXFW FDQGLGDWHV RU WR
DQG FRPPHUFLDOL]H RXU SURGXFW XD R&L G DAYHND &/OSKIBIHWW RXB[B\F XWH RQ RXU PDQXIDFWX
DIHFW RXU EXVLQHVV LQ D QXPEHU RI ZD\V LQFOXGLQJ

n DQ LOQODELOLW\ WR LQLWLDWH RU FRQWLQXH FOLQLFDO WULDOV RI SURGXFW FDQGL
n GHOD\ LQ VXEPLWWLQJ UHJXODWRU\ DSSOLFDWLRQV RU UHFHLYLQJ UHJXODWRU\ C
n ORVV RI WKH FRRSHUDWLRQ RI D FROODERUDWRU

n VXEMHFWLQJ RXU SURGXFW FDQGLGDWHY WR DGGLWLRQDO LQVSHFWLRQV E\ UHJXC
n UHTXLUHPHQWY WR FHDVH GLVWULEXWLRQ RU WR UHFDOO EDWFKHV RI RXU SURGX
n LQ WKH HYHQW RI DSSURYDO WR PDUNHW DQG FRPPHUFLDOL]JH D SURGXFW FDQGLG

:H PD\ QRW VXFFHVVIXOO\ HQJDJH LQ VWUDWHJILF WUDQVDFWLRQV LQFOXGLQJ DQ\ DGHH
RXU DELOLW\ WR GHYHORS DQG FRPPHUFLDOL]H SURGXFW FDQGLGDWHVY LPSDFW RXU FD'
GLVWUDFWLRQV WR RXU PDQDJHPHQW

JURP WLPH WR WLPH ZH PD\ FRQVLGHU VWUDWHJILF WUDQVDFWLRQV VXFK DV FROODERU
OLFHQVLQJ Rl SURGXFW FDQGLGDWHVLRUWWEEWQRQRVRHVX U $DUMQWXDWWD QIJHPHQW ZLW
DWWUDFWLYH VHHN WR HQWHU LQWR DGGLWLRQDO FROODERUDWLRQV LQFOXGLQJ ZLWK
FROODERUDWRUV LV LQWHQVH DQG WKH QHJRWLDWLRQ SURFHVV LV WLPH FRQVXPLQJ D¢
IRU XV DQG ZH PD\ QRW EH DEOH WR PDLQWDLQ DQ\ QHZ RU H[LVWLQJ FROODERUDWLRQ
GHOD\HG VDOHV Rl DQ DSSURYHG SURGXFW FDQGLGDWH GR QRW PHHW H[SHFWDWLRQV F
RU RWKHU VWUDWHJLF WUDQVDFWLRQ PD\ UHTXLUH XV WR LQFXU QRQ UHFXUULQJ RU RW
VLIJQLILFDQW LQWHJUDWLRQ RU LPSOHPHQWDWLRQ FKDOOHQJHYV RU GLVUXSW RXU PDQDJ
DQG ILQDQFLDO ULVNV LQFOXGLQJ H[SRVXUH WR XQNQRZQ OLDELOLWLHW \WLFH XS\ R/
RUGHU WR PDQDJH D FROODERUDWLRQ RU GHYHORS DFTXLUHG SURGXFWV SURGXFW FDQ
LVVXDQFHV RI HTXLW\ VHFXULWLHY WR SD\ WUDQVDFWLRQ FRQVLGHUDWLRQ RU FRVWV K
GRZQV RI DVVHWV RU JRRGZLOO RU LPSDLUPHQW FKDILFXOW\QB QB DARMVDLPQR UMFLL]® MV R Lk
FRPELQLQJ WKH RSHUDWLRQV DQG SHUVRQQHO RI DQ\ DFTXLUHG EXVLQHVV LPSDLUPHQV
DQ\ DFTXLUHG EXVLQHVV GXH WR FKDQJHV LQ PDQDJHPHQW DQG RZQHUVKLS
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DQG WKH LQDELOLW\ WR UHWDLQ NH\ HPSOR\HHVDRIWXRXDKTWKHHE ERQLBH \Q\R BNVRUG QF.
VXFFHVVIXOO\ FRPSOHWH DQ\ WUDQVDFWLRQV RI WKH QDWXUH GHVFULEHG DERYH DQ\ W
RWKHU ULVNV DQG KDYH DHFDWRQ@ IRXQ EXYHQHUMWIUHVXOWY RI RSHUDWLRQV ILODOFDDO>
HQWHU DQ\ FROODERUDWLRQ RU RWKHU VWUDWHJLF WUDQVDFWLRQ WKDW ZRXOG EH EHC(C
RXU SURGXFW FDQGLGDWHY DQG KDYH D QHJDWLYH LPSDFW RQ WKH FRPSHWLWLYHQHVV

:H IDFH FRPSHWLWLRQ IURP HQWLWLHY WKDW KDYH GHYHORSHG RU PD\ GHYHORS SURGX
FRPSDQLHV GHYHORSLQJ QRYHO WUHDWPHQWY DQG WHFKQRORJ\ SODWIRUPV EDVHG RQ F
FRPSDQLHVY GHYHORS WHFKQRORJLHV RU SURGXFW FDQGLGDWHV PRUH UDSLGO\ WKDQ ZH
DUH PRUHFWILYH RXU DELOLW\ WR GHYHORS DQG VXFFHVVIXOO\ FRPPHUFLBBOWMGSURGXFV
7KH GHYHORSPHQW DQG FRPPHUFLDOL]DWLRIK RRFSHWM ZV VKK JXODBRRAWN\RLWXON LQDWLF
VSHFLDOL]JHG ELRWHFKQRORJ\ FRPSDQLHV DV ZHOO DV WHFKQRORJ\ EHLQJ GHYHORSHG

GHYHORSHG DUH GHYHORSLQJ RU ZLOO GHYHORS SURGXFW FDQGLGDWHY DQG SURFHVVF
WUHDWPHQWY LQFOXGH WKRVH WKDW KDYH DOUHDG\ EHHQ DSSURYHG DQG DFFHSWHG E\
:H EHOLHYH WKDW D VLJQLILFDQW QXPEHU RI SURGXFWVY DUH FXUUHQWO\ XQGHU GHYHOI
WUHDWPHQW RI FRQGLWLRQV IRU ZKLFK ZH PD\HVDU WV R ZOHYH R IR B XDWRLGSXOFHV FIRIPG ® IQG B W HAW
51$L WKHUDSHXWLFV LQFOXGLQJ PDMRU SKDUPDFHXWLFDODMNRPED GKBV VXFHKXDW. B R DRRP
OHUFN &R ,QF DQG ELRSKDUPDFHXWLFDO FRPSDQLHV VXFK BMPLOD G P BKDUHPOW HXDW
HNPLUD $UURZKHDG 5HVHDUFK &RUSRUDWLRQ $UURZKHDG 6LOHQFH 7KHUDSHXWLFV !
,QF DQG ODULQD %LRWHF®UURZKIQDEDKRAEXDDYRQ H[FOXVLYH OLFHQVH WR WKH VDPH S
'DWMHFKQRORJLHY ,QF ,'7 DV ZH DUH OLFHQVHG XQGHU RSXUDOWFRWRO®W DZH HF D MERW ZILHDH
WR SUHYHQW $UURZKHDG RU WKLUG SDUWLHV ZRUNLQJ ZLWK $UURZKHDG IURP GHYHORSI
SURGXFW FDQGLGDWHV

:H DOVR FRPSHWH ZLWK FRPSDQLHYV ZRUNLQJ WR GHYHORS DQWLVHQVH DQG RWKHU 51%
PHVVHQJHUPBUS ZLWK WKH REMHFWLYH RI VXSSUHVVLQJ WKH DFWLYLW\ RI VSHFLILF JHQ
WKDQ WKDW RI 51$L WKHUDSHXWLFV DQG DQWLVHQVH WHFKQRORJ\ PD\ EHFRPH WKH SUF
FRPSHWLWLRQ DOVR H[LVWV WR GLYARWHYHDRIEDNYWMRRCSHODRYHH D WK HUDSHXWLF 51$L PRC
FHOO DQG WLVVXH W\SHV |URINFRWPDDQICHS MFXKBED T

.l RXU OHDG SURGXFW FDQGLGDWHY DUH DSSURYHG IRU WKH LQGLFDWLRQV ZH DUH FXUU
WKDW DUH HLWKHU LQ GHYHORSPHQW RU F XU UPDQWNHWH® N WRIHQR Q FH [D © 6 0%ID \HJ (Y D U\
WUHDWPHQW RI +&&NPLDBGIDVLBQQRXQFHG WKDW LW H[YHBWEHWRUIPQ RS HIW®DE HPOX GWR V/FH
VWXG\ IRU 7.0 3/. LQ +&& LQ WKH ILUVW KDOI RI 7KHUH DUH DOVR D QXPEHU RI SKDU
GHYHORSPHQW IRU WKH WUHDWPHQW RI VROLG WXPRUV 7KH PRVW FRPPRQ WUHDWPHQW
WKHUDS\ DQG FHUWDLQ WDUJHWHG WKHUDSLHV LYQRKGL QU P R\Y R [F OHREVFIEESQLE B R G LBIR/ O
IH[DYDBXWHQW UMY T DUH DOVR LQGLFDWHG IRU WKH WUHDWPHQW RI VROLG WXPRUV ,Q
HYDOXDWLQJ VDOLUDVLE .’ LQ FOLQLFDO WULDOV IRU WKH WSBRQWPHRWLRIF.BRF NS HRQ
WXPRUYV

ODQ\ RI RXU FRPSHWLWRUV KDYH VLIJQLILFDQWO\ JUHDWHU ILQDQFLDO WHFKQLFDO PDQ
ZH KDYH ,I ZH VXFFHVVIXOO\ REWDLQ DSSURYDO IRU DQ\ SURGXFW ARBQB8RQGDODWHWRUYLQQ
VDIHW\ DHFGNHYHQHVV RI RXU SURGXFWV WKH HDVH ZLWK ZKLFK RXU SURGXFWV FDQ EH L
QHZ URXWHV RI DGPLQLVWUDWLRQ WKH WLPLQJ DQG VFRSH RI UHJXODWRU\ DSSURYDOV
DQG VDOHV FDSDELOLWLHYV SULFH UHLPEXUVHPHQW FRYHUDJH DQG SDWHQW SRVLWLRQ



Table of Contents

SURGXFWY FRXOG SUHVHQW VXSHULRU WUHDW P H HF VD IOYWAHM@MMDWIH YS-HQ VLIQYRD R G LR UBN\HBEAHH.(
HIHFWLYHO\ WKDQ DQ\ SURGXFWY ZH PD\ GHYHORS &RPSHWLWLYH SURGXFWY PD\ PDNH D
UHFRYHU WKH H[SHQVH RI GHYHORSLQJ DQG FRPPHUFLDOL]LQJ RXU SURGXFW FDQGLGDW
QHIJDWLYHO\ LPSDFW RXU OHYHO RI H[SHUWLVH DQG RXU DELOLW\ WR H[HFXWH RXU EXVL

$Q\ LQDELOLW\ WR DWWUDFW DQG UHWDLQ TXDOLILHG NH\ PDQDJHPHQW DQG WHFKQLFDC
SODQ

2XU VXFFHVV ODUJHO\ GHSHQGY RQ WKH FRQWLQXHG VHUYLFH RI NH\ PDQDJHPHQW DQG |
3K ' RXU FKLHI HIFFWWEYHORURZQ 3K ' RXU AKIHRQGFLHRHMILM VPPIQ RXU FK L HIFEKK/H QHRW
RQH RU PRUH PHPEHUV RI RXU PDQDJHPHQW WHDP RU RWKHU NH\ HPSOR\HHV RU DGYLVRI
PDWHULDOO\ KDUP RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DC(
ZLWKLQ RXU LQGXVWU\ PDNH XV SDUWLFXODUO\ GHSHQGHDUXS & B SW RIGIHD WRRW MIOH BRI
WHFKQLFDO SHUVRQQHO EHFDXVH RI WKH KLIJKO\ WHFKQLFDO QDWXUH RI RXU SURGXFW F
DSSURYDO SURFHVV %HFDXVH RXU PDQDJHPHQW WHDP DQG NH\ HPSOR\HHV DUH QRW RE
WKHLU HPSOR\PHQW ZLWK XV DW:B@RNQRW KIDNVKRX®A SIRYWOMASOR\PHQW QRQFRPSHWLWL
DQG GR QRW PDLQWDLQ NH\ SHUVRQ OLIH LQVXUDQFH SROLFLHV RQ DQ\ Rl RXU PDQDJHPI
GHSHQG LQ ODUJH SDUW RQ RXU FRQWLQXHG DELOLW\ WR DWWUDFW DQG UHWDLQ RWKH!
SHUVRQQHO ZLWK H[SHUWLVH LQ FOLQLFDO WHVWLQJ PDQXIDFWXULMRIH FRPSHWAMOLRQO! |
RWKHU FRPSDQLHV XQLYHUVLWLHV SXEOLF DQG SULYDWH UHVHDUFK LQVWLWXWLRQV J

.l RXU SURGXFW FDQGLGDWHY DGYDQFH LQWR FOILGXPOMIL M\ LROPD ZHIPQY RPSIHUIURDWIK GL
RSHUDWLRQV

:H KDYH OLPLWHG H[SHULHQFH LQ GUXJ GHYHORSPHQW DQG KDYH QRW EHJXQ FOLQLFDO
HQWHU DQG DGYDQFH WKURXJK SUHFOLQLFDO VWXGLHV DQG DQ\ FOLQLFDO WULDOV ZH .
FDSDELOLWLHVY RU FRQWUDFW ZLWK RWKHU RUJDQL]DWLRQV WR SURYLGH WKHVH FDSDEL
UHODWLRQVKLSYV ZLWK FROODERUDWRUV RU SDUWQHUV VXSSOLHUV DQG RWKHU RUJDQL"
XV WR FRQWLQXH WR LPSURYH RXU RSHUDWLRQDO ILQDQFLDO DQG P HQ®IH PR QWE A RIBDB
LPSOHPHQW LPSURYHPHQWY WR RXU PDQDJHPHQW LIQFRURMVRE R QVD BB OR RRDQWRIQ \D\Y &/ P DY
H[LVWLQJ VIVWHPV DQG FRQWUROV

.l DQ\ RI RXU SURGXFW FDQGLGDWHY DUH DSSURYHG IRU PDUNHWLQJ DQG FRPPHUFLDOL]
GLVWULEXWLRQ FDSDELOLWLHYVY RQ RXU RZQ RU HQWHU LQWR DJUHHPHQWY ZLWK WKLUG
EH XQDEOH WR FRPPHUFLDOL]H VXFFHVVIXOO\ DQ\ VXFK IXWXUH SURGXFWYV

:H FXUUHQWO\ KDYH QR VDOHV PDUNHWLQJ RU GLVWULEXWLRQ FDSDELOLWLHV RU H[SHL
GHYHORS LQWHUQDO VDOHV PDUNHWLQJ DQG GLVWULEXWLRQ FDSDELOLWLHV WR FRPPH
HQWHU LQWR FROODERUDWLRQV ZLWK WKLUG SDUWLHV WR SHUIRUP 2ZWKHVMOVOIWNGFMR FF
ILQDQFLDO DQG PDQDJHULDO UHVRXUFHV WR GHYHORS D PDUNHWLQJ DQG VDOHV IRUFH :
FRPSOLDQFH FDSDELOLWLHV ,I ZH UHO\ RQ WKLUG SDUWLHV ZLWK VXFK FDSDELOLWLHV )\
ZH ZLOO QHHG WR HVWDEOLVK DQG PDLQWDLQ PDUNHWLQJ DQG GLVWULEXWLRQ DUUDQJ}
DEOH WR HQWHU LQWR VXFK DUUDQJHPHQWY RQ DFFHSWDEOH WHUPV RU DW DOO ,Q HQV
ZH UHFHLYH ZLOO G HIRHUQ\GV XS RKW KWK UG SDUWLHV DQG WKHUH FDQ EH QR DVVXUDQFH \
GLVWULEXWLRQ FDSDELOLWLHV RU EH VXFFHVVIXO LQ JDLQLQJ PDUNHW DFFHSWDQFH RI
SURGXFW DSSURYHG LQ WKH IXWXUH HLWKHU RQ RXU RZQ RU WKURXJK WKLUG SDUWLHYV
FRXOG EH PDWHULDBPWBGYHUVHO\ DI
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,] ZH IDLO WR FRPSO\ ZLWK 8 6 DQG IRUHLJQ UHIJXODWRU\ UHTXLUHPHQWY UHJXODWRU\
FRPPHUFLDOL]DWLRQ DSSURYDOV ZH PD\ UHFHLYH DQG VXEMHFW XV WR RWKHU SHQDOWL
(YHQ LI ZH UHFHLYH PDUNHWLQJ DQG FRPPHUFLDOL]DWLRQ DSSURYDO RI D SURGXEWFRODXQ
UHODWLRQ WR DGYHUVH SDWLHQW H[SHULHQFHYVY ZLWK WKH SURGXFW DQG FOLQLFDO UH\
LQ WKH 8 6 DQG DQ\ IRUHLJQ MXULVGLFWLRQ LQ ZKLFK ZH VHHN UHJXO DW RWY FIDXS3LRYIDW
WR UHTXLUH ODEHOLQJ FKDQJHV EDVHG RQ QHZ VDIHW\ LQIRUPDWLRQ DQG WR UHTXLUH :
WKH XVH RI D SURGXFW RU WR UHTXLUH ZLWKGUDZDO RI WKH SURGXFW IURP WKH PDUNH)
PLWLIJDWLRQ VWUDWHJILHYVY 5(06 SODQ DIWHU DSSURYDO ZKLFK PD\ LPSRVH IXUWKHU UH
GUXJ 7KH PDQXIDFWXUHU DQG PDQXIDFWXULQJ IDFLOLWAIHVOZBIOX\RHEWM RV RBEMH FDVI XWRX®JHHU
E\ WKH )'$ DQG RWKHU UHJXODWRU\ DJHQFLHV LQFOXGLQJ IRU FRQWLQXHG FRPSOLDQFH
XQNQRZQ SUREOHPV ZLWK RXU WKLUG SDUW\ PDQXIDFWXUHUV PDQXIDFWXULQJ SURFHVYV
RU IDFLQEWXGLQJ ZLWKGUDZDO RI WKH SURGXFW IURP WKH PDUNHW I ZH UHO\ RQ WKLU
DSSOLFDEOH UXOHV DQG UHJXODWLRQV E\ VXFK PDQXIDFWXUHUV $Q\ SURGXFW SURPRWI
FRQWLQXLQJ UHIXODWRRUY BHNYLHRFOODERUDWRUV PDQXIDFWXUHUV RU VHUYLFH SURYLGH
UHTXLUHPHQWY LQ WKH 8 6 RU IRUHLJQ MXULVGLFWLRQV LQ ZKLFK ZH VHHN WR PDUNHW
ZDUQLQJ OHWWHUV KROGV RQ FOLQLFDO WULDOV UHIXVDO E\ WKH )'$ WR DSSURYH SHQ!
ZLWKGUDZDO RI UHIJXODWRU\ DSSURYDO SURGXFW UHFDOOV DQG VHL]XUHV UHIXVDO WR
FLYLO SHQDOWLHY DQG FULPLQDO SURVHFXWLRQ

BULFH FRQWUROV LPSRVHG LQ IRUHLJQ HPREW RKW VXX DS B RVIHVDD BLU O L W\

,Q VRPH FRXQWULHVY SDUWLFXODUO\ PHPEHU VWDWHYV RI WKH (XURSHDQ 8QLRQ WKH SUL
FRXQWULHY SULFLQJ QHJRWLDWLRQV ZLWK JRYHUQPHQWDO DXWKRULWLHYV FDQ WDNH FF
DGGLWLRQ WKHUH FDQ EH FRQVLGHUDEOH SUHVVXUH E\ JRYHUQPHQWY DQG RWKHU VWD
FROQWDLQPHQW PHDVXUHYVY 3ROLWLFDO HFRQRPLF DQG UHJXODWRU\ GHYHORSPHQWYV PD\
FROQWLQXH DIWHU UHLPEXUVHPHQW KDV EHHQ REWDLQHG S5HIHUHQFH SULFLQJ XVHG E\' Y
DUELWUDJH EHWZHHQ ORZ SULFHG DQG KLJK SULFHG PHPEHU VWDWHV FDQ IXUWKHU UHC
UHTXLUHG WR FRQGXFW D FOLQLFDO WULDO RHAFWWKHH@HYW X3 LRI¥YUWSKIRW H R® S/DKIHHUW & H XARI
WKHUDSLHV LQ RUGHU WR REWDLQ RU PDLQWDLQ UHLPEXUVHPHQW RU SULFLQJ DSSURYD
IXUWKHU SUHVVXUH RQ WKH SULFHV RU UHLPEXUVHPHQW OHYHOV ZLWKLQ WKH FRXQWU\
FDQGLGDWH DSSURYHG IRU PDUNHWLQJ LV XQDYDLODEOH RU OLPLWHG LQ VFRSH RU DPR
FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV IRHRFVBHBVSHFWY FRXOG EH DGYHUVHO\ DI

2XU EXVLQHVV HQWDLOV D VLJQLILFDQW ULVN RI SUR G XIFFA HOQ NV ELLADVXNADOFGI R RY HOUED TH. W R
HIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV RU SURVSHI
2XU EXVLQHVV H[SRVHV XV WR VLJQLILFDQW SURGXFW OLDELOLW\ ULVNV LQKHUHQW LQ W
WUHDWPHQWY 3URGXFW OLDELOLW\ FODLPV FRXOG GHOD\ RU SUHYHQW FRPSOHWLRQ RI
FODLPV FRXOG UHVYRGWVIML DIW)LRQ R Il MVAWWL VY B GHHW\VDRIGRM U SURGXFWV RXU PDQXIDFWXUL
PDUNHWLQJ SURJUDPV DQG SRWHQWLDOO\ D UHFDOO RI RXU SURGXFWV RU PRUH VHULRX
WKH\ PD\ EH XVHG RU VXVSHQVLRQ RU ZLWKGUDZDO Rl DSSURYDOV 5HJDUGOHVV Rl WKH
GHFUHDVHG GHPDQG IRU RXU SURGXFWV LQMXU\ WR RXU UHSXWDWLRQ FRVWWLWHR BHEHR
UHVRXUFHV VXEVWDQWLDO PRQHWDU\ DZDUGV WR WULDO SDUWLFX5D&®W RUKSLW LSRG
LQVXUDQFH WKDW ZH EHOLHYH LV DSSURSULDWH IRU RXU VWDJH Rl GHYHORSPHQW DQG |
FDQGLGDWHY $Q\ LQVXUDQFH ZH KDYH RUIPBLHEW BRE HLDD JGIRM SIURWWGHR WHIQWLDO OLDI
SURGXFW OLDELOLW\ LQVXUDQFH LV EHFRPLQJ LQFUHDVLQJO\ H[SHQVLYH $V D UHVXOW
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REWDUDRFYKOQOW LQVXUDQFH DW D UHDVRQDEOH FRVW WR SURWHFW XV DIJDLQVW ORVVHYV F
HIHFW RQ RXU EXVLQHVV

2XU HPSOR\HHV PD\ HQJDJH LQ PLVFRQGXFW RU RWKHU LPSURSHU DFWLYLWLHV LQFOXGI
UHTXLUHPHQWYV

:H DUH H[SRVHG WR WKH ULVN RI HPSOR\HH IUDXG RU RWKHU PLVFRQGXFW OLVFRQGXFW
UHIJXODWLRQV SURYLGH DFFXUDWH LQIRUPDWLRQ WR WKH )'$ FRPSO\ ZLWK PDQXIDFWXL
KHDOWKFDUH IUDXG DQG DEXVH ODZV DQG UHJXODWLRQV UHSRUW ILQDQFLDO LQIRUPDW
SDUWLNMD@®MHY PDUNHWLQJ DQG EXVLQHVYV DUUDQJHPHQWY LQ WKH KHDOWKFDUH LQGXVW
IUDXG NLFNEDFNV VHOI GHDOLQJ DQG RWKHU DEXVLYH SUDFWLFHVY 7KHVH ODZV DQG Ut
PDUNHWLQJ DQG SURPRWLRQ VDOHV FRPPLVVLRQ FXVWRPHU LQFHQWLYH SURJUDPYV DQC
LQYROYH WKH LPSURSHU XVH RI LQIRUPDWLRQ REWDLQHG LQ WKH FRXUVH RI FOLQLFDO \
UHSXWDWLRQ ,W LV QRW DOZD\V SRVVLEOH WR LGHQWLI\ DQG GHWHU HPSOR\HH PLVFRQ
QRW EMFMLYH LQ FRQWUROOLQJ XQNQRZQ RU XQPDQDJHG ULVNV RU ORVVHV RU LQ SURW
ODZVXLWYV VWHPPLQJ IURP D IDLOXUH WR EH LQ FRPSOLDQFH ZLWK VXFK ODZV RU UHJXOI
VXFFHVVIXO LQ GHIHQGLQJ RXUVHOYHYVY RU DVVHUWLQJ RXU ULJKWV WKRVH DFWLRQV FR
VLIQLILFDQW ILQHVY RU RWKHU VDQFWLRQV

2XU LQWHUQDO FRPSXWHU VI\VWHPV RU WKRVH RI RXU &52V RU RWKIHW WRHEW U DWW RWU N DRFU
FRXOG UHVXOW LQ D PDWHULDO GLVUXSWLRQ RI RXU SURGXFW GHYHORSPHQW SURJUDPYV
'"HVSLWH WKH LPSOHPHQWDWLRQ RI VHFXULW\ PHDVXUHV RXU LQWHUQDO FRPSXWHU V\V'
YXOQHUDEOH WR GDPDJH IURP FRPSXWHU YLUXVHV XQDXWKRUL]JHG DFFHVV QDWXUDO G
6XFK HYHQWY FRXOG FDXVH LQWHUUXSWLRQV RI RXU RSHUDWLRQV )RU LQVWDQFH WKH
SURGXFW FDQGLGDWHY FRXOG UHVXOW LQ GHOD\VIRQWWXD @G YH ORISR R Q @WBIR GV@! FHUIBK [DNZHAQI
GLVUXSWLRQ RU VHFXULW\ EUHDFK ZHUH WR UHVXOW LQ D ORVV RI RU GDPDJH WR RXU
LQIRUPDWLRQ ZH FRXOG LQFXU OLDELOLW\ DQG WKH GHYHORSPHQW RI RXU SURGXFW FD

, ZH GR QRW FRPSO\ ZLWK ODZV UHJXODWLQJ WKH SURWHFWLRQ RI WKH HRVYILQRW®YWV HQWOI
DGYHUVHIRAWH G

2XU UHVHDUFK GHYHORSPHQW DQG PDQXIDFWXULQJ LQYROYHV WKHHFB LRIV Q UKXRXQWV R
IODPPDEOH DQG WR[LF FKHPLFDWWWW R2QJ WKBMW> DWHHYHIXLUHG IRU RXU UHVHDUFK HGBEUYI
VXEMHFW WR IHGHUDO VWDWH DQG ORFDO ODZV DQG UHJXODWLRQV JRYHUQLQJ WKH XVt
PDWHULDEWOLHYH RXU SURFHGXUHV IRU VWRULQJ KDQGOD@HDWR A VYBRVQ QW WMAK/HVRIP B O
JXLGHOL @WHRIWRZQ WKH &RPPRQZHDOWK RI ODVVDFKXVHWWY DQG WKH 2FFXSDWLRQDO
/IDERJOWKRXJK ZH EHOLHYH WKDW RXU VDIHW\ SURFHGXUHV IRU KDQGOLQJ DQG GLVSRVL
DSSOLFDEOH UHJXODWLRQV WKH ULVN RI DFFLGHQWDO FRQWDPLQDWLRQ RU LQMXU\ IUR
KHOG OLDEOH IRU UHVXOWLQJ GDPDJHN DAKL PO ¥ R XVXE&E M HFWX BARVXQRHUIDRXYV: HQYLURQPHQ)
DQG UHJXODWLRQV LQFOXGLQJ WKRVH JRYHUQLQJ ODERUDWRU\ SURFHGXUHV H[SRVXUH
ELRKD]DUGRXV PDWHULDOV $OWKRXJK ZH PDLQWDLQ ZRUNHUV FRPSHQVDWLRQ LQVXUDC(
WR RXU HPSOR\HHV UHVXOWLQJ IURP WKH XVH RI WKHVH PDWHULDOV WKLV LQVXUD g F&RI
QRW PDLQWDLQ LQVXUDQFH IRU HQYLURQPHQWDO OLDELOLW\ RU WR[LF WRUW FODLPV Wt
ELRORJLFDO RU KD]J]DUGRXV $GGLWLRQDO IHGH U DHFWMWDIWRHX D (RG DREW OR@DI/ZF DD EG BHBIRXI
LQFXU VXEVWDQWLDO FRVWYV WR FRPSO\ ZLWK DQG VXEVWDQWLDO ILQHV RU SHQDOWLH\
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2XU LQIRUPDWLRQ WHFKQRORJ\ VIVWHPV FRXOG IDFH VHULRXRWGR X UXSWLRGVWEKDW FRX_(
2XU LQIRUPDWLRQ WHFKQRORJ\ DQG RWKHU LQWHUQDO LQIUDVWUXFWXUH VI\VWHPV LQFC
,QWHUQHW IDFH WKH ULVN RI VIVWHPLF IDLOXUH WKDW FRXOG GLVUXSW RXU RSHUDWLR:
DQG RWKHU LQWHUQDO LQIUDVWUXFWXUH VI\VWHPV FRXOG FDXVH LQWHUUXSWLRQV LQ R:
GHYHORSPHQW ZRUN

2XU FXUUHQW RSHUDWLRQV DUH FRQFHQWUDWH GHE® IRQIHWKR FDOVRRIWL GG PR\ KV W \F D \DH
FRQVHTXHQFHYV

2XU FXUUHQW RSHUDWLRQV DUH ORFDDWHIBUMOR R ® U Ol D VEU/D\ E XL 6 DMV WHIBQWD VXFK DV IC
HDUWKTXDNH H[WUHPH ZHDWKHU FRQGLWLRQ PHGLFDO HSLGHPLFV SRZHU VKRUWDJH V
LQFLGHQWY WKDW UHVXOW LQ XV EHLQJ XQDEOH WR IX0OO\IXRAWCRQHRW ¥ HD ED LA\ R \R SAD
SDUWLFXODUO\ RQ D GDLO\ EDVLVY DQG KDYH VLJQLILFDQW QHJDWLYH FRQVHTXHQFHV RC
IDFLOLWLHV PD\ UHVXOW LQ LQFUHDVHG FRVWV GHOD\V LQ WKH GHYHORSPHQW RI RXU S
RXU ULVN PDQDJHEPH@W LSROREY LQVXUDQFH FRYHUDJH DW OHYHOV ZH EHO L HQHWKHH HYSHS)
DFFLGHQW RU LQFLGHQW DW WKHVH IDFLOLWLHV ZH FDQQRWLFYMRWHWR XVIWD W \WKH DI
RXU IDFLOLWLHY DUH XQDEOH WR RSHUDWH EHFDXVH RI DQ DFFLGHQW RU LQFLGHQW RU
UHVHDUFK DQG GHYHORSPHQW SURJUDPV PD\ EH KDUPHG $Q\ EXVLOQHAM RQWKWUKSWLRD
SRVLWLRQ UHVXOWV RI RSHUDWLRQV DQG SURVSHFWYV

2XU DELOLW\ WR XWLOL]JH RXU QHW RSHUDWLQJ ORVV FDUU\IRUZDUGY DQG FHUWDLQ RWK
:H KDYH LQFXUUHG VXEVWDQWLDG R R\RWH W [EXEMQWRXEHRKRPWBWRILWDEOH IRU WKH IRUH
SURILW REWEKHVN[WHQW WKDW ZH FRQWLQXH WR JHQHUDWH WD [D EXDHHWO IRWWYWH XWDX B B GXQ R
VXFK XQXVHG ORVMHPADHEH X®DEOH WR XV HI WKW \LK) ORAH EW IRBHRVXFK XQXVHG ORVVHV H
,QWHUQDO 5HYHQXH &RGH RI DV DPHQGHG LI D FRUSRUDWLRQ XQGHUJRHV DQ RZQH
SHUFHQWDJH SRLQW FKDQJH E\ YDOXH LQ LWV HTXLW\ RZQWUNEKLSLRMHMRDXW KUHNWHV\BEDH B
FDUU\IRUZDUGY DQG RWKHU SUH IFKIIQIW W BRDW WKDBEXWH D MRP RHPRDEH QRIWEHUIRUPH\E!
ZKHWKHU ZH KDYH H[SHULHQFHG DQ\ RZQHUVKLS FKDQJHV LQ WKH SDVW ,W LV SRVVLEO}
RSHUDWLQJ ORVVHV DUH VXEMHFW WR VXFK OLPLWDWLRQ ,Q DGGLWLRQ DGGIHWLRQDPRE
UHVXOW LQ DQ RZQHUVKLS FKDQJH $V RI '"HFHPEHU ZH KDG 8 6 IHGHUDO DQG 0DV
DQG PLOOLRQ B$BVSHPWWYRIQ\WKHVH ORVV FDUU\IRUZDUGV LI ZH KDYH RU GR H[SHUL
HIHFW RQ RXU EXVLQHVV ILQDQFLDO SRVLWLRQ UHVXOWV RI RSHUDWLRQV DQG SURVSHI

7KH LQYHVWPHQW RI RXU FDVK FDVK HTXLYDOHQWYVY DQG IL[HG LQFRPH PDUNHWDEOH VHI
DIHFW WKH OLTXLGLW\ Rl WKHVH LQYHVWPHQWYV

$V Rl -XQH ZH KDG PLOOLRQ LQ FDVK FDVK HTXLYDOHQWVKDQWRULF® QQFRPM H
VXEVWDQWLDOO\ DOO RI RXU DYDLODEOH FDVK DQG FDVK HVXFXLNAMWQWYV LQVKRIGS RUNWH
FHUWLILFDWHY RI GHSRVLW DQG PRQH\ PDUNHW IXQGV FAKHWK Q) WKFX F bl GWRQ MDK R | SRV E
3HQGLQJ XVH LQ RXU EXVLQHVV ZH H[SHFW WHR WIQYH V® WKKEN \§ Bl @/WSLIDFORKAHE K HRY TNAKAWPAIRQQ
WR JHQHUDO FUHW®IUWHWLDRIGGLWHUHVW UDWH ULVNV LQFOXGLQJ WKH LPSCHRWRG 8Y 6 UV
VHFWRUV Rl WKH ILQDQFLDO PDUNHWY DQG HF IPYO\ HUGH B O HGL O RD/QYG \O L DXW& HW D L UWKHWYX H R
ORVV RI WKHVH LQYHVWPHQWYV ZKILARW ARQORBXKDYRQI QGVEWLUYABMHIFLDO VWDWHPHQWYV

,Q DGGLWLRQ VKRXOG RXU LQYHVWPHQWY FHDVH SD\LQJ RU UHGXFH WKHIBBRMXQMWDRNH@M
DVVRFLDWHG ZLWK RXU LQYHVWPHQW S$SREW IR RX B DAHWXOHWD RDEBSHUBWIHRQYV OLTXLGLW
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&KDQJHV LQ DFFRXQWLQJ UXOHV DQG UHJXODWLRQV RU LQWHUSUHWDWLRQV WKHUHRI F
FKDQJH RXU FRPSHQVDWLRQ SROLFLHV

$FFRXQWLQJ PHWKRGY DQG SROLFLHV IRU ELRSKDUPDFHXWLFDO FRPSDQLHV LQFOXGLQJ
DQG UHODWHG H[SHQVHV DQG DFFRXQWLQJ IRU VWRFN ERWH §BRYDOMRQLRQG DJX H GIXER
DXWKRULWLHV LQFOXGLQJ WKH 6HFXULWLHYV DQG ([FKDQJH &RPPLVVLRQ &KDQJHV WR DI
XV WR UHFOHDWWDWH RU RWKHUZLVH FKDQJH RU UHYLVH RXU ILQDQFLDO VWDWHPHQWV L:

Risks Related to Intellectual Property

.1 ZH DUH QRW DEOH WR REWDLQ DQG HQIRUFH SDWHQW SURWHFWLRQ IRU RXU WHFKQRO
FRPPHUFLDOL]DWLRQ RI RXU SURGXFW FDQBEWBWHY PD\ EH DGYHUVHO\ DI
2XU VXFFHVV GHSHQGV LQ SDUW RQ RXU DELOLW\ WR REWDLQ DQG PDLQWDLQ SDWHQWYV
LQWHOOHFWXDO SURSHUW\ ULJKWV RI RWKHUV IRU RXU SURGXFW FDQGLGDWHY PHWKRC
SDWLHQWYV XVLQJ RXU SURGXFW FDQGLGDWHY DV ZHOO DV RXU DELOLW\ WR SUHVHUYH F
SURSULHWDU\ ULJKWV DQG WR RSHUDWH ZLWKRXW LQIULQJLQJ XSRQ WKH SURSULHWDU\
SDWHQWY DQG SDWHQW DSSOLFDWLRQV WKDW ZH KDYH OLFHQVHG IURP WKH &LW\ Rl +RS
SHQGLQJ SDWHQW DSSOLFDWLRQV IRU UHVHDUFK DQG GHYHORSPHQW RDR®RWVEH 13 ERR
SDWHQWY RQ FHUWDLQ DVSHFWV RI RXU SURGXFW FDQGLGDWHV RU GHOLYHU\ WHFKQROF
DQG DQ\ IXWXUH SDWHQWYV ZHLREMW®PW Q \PHUY RIRGVWERH SAXHYHQW RWKHUV IURP XVLQJ RXU Wtk
DQG WHFKQ@RBBH\LV QR JXDUDQWHH WKDW DQ\ RI RXU SHQGLQJ SDWHQW DSSOLFDWLRQV
JUDQWHG SDWHQWYV ZLOO QRW ODWHU EH IRXQG WR EH LQYDOLG RU XQHQIRUFHDEDF RQ\
EURDG WR FRYHU RXU SURGXFW FDQGLGDWHYV RU GHOLYHU\ WHFKQRORJLHV RU WHRHSSIRW |
SRVLWLRQ RI ELRWHFKQRORJ\ DQG SKDUPDFHXWLFDO FRPSDQLHV FDQ EH KLJKO\ XQFHHIW
EH DEOH WR SURWHFW RXU SURSULHWDU\ ULJKWV IURP XQDXWKRUL]HG XVH E\ WKLUG SD
DQG SURGXFW FDQGLGDWHY DUH FRYHUHG E\ YIHFVGLPBG\ POIRQWEDEBE B U WHIDVGW R/W DUk
PLVDSSURSULDWH RXU SURSULHWDU\ ULJKWV LW PD\ PDWHULDOO\ DQG DGYHUVHO\ LPSD

7KH 8 6 3DWHOMGBPOBURHI1833DQG YDULRXV IRUHLJQ JRYHUQPHQWDO SDWHQW DJHQFLHYV
SURFHGXUDO GRHAMKPIWHBQW DQG RWKHU SURYLVLRQV GXULQJ WKH SDWHQW SURFHVV 7
DEDQGRQPHQW RU ODSVH RI D SDWHQW RU SDWHQW DSSOLFDWLRQ UHVXOWLQJ LQ SDUW
HYHQW FRPSHWLWRUV PLJKW EH DEOH WR HQWHU WKH PDUNHW HDUOLHU WKDQ ZRXM®D® &
IRUHLJQ SIDWHIWWQRJUDQWLQJ SDWHQWY DUH QRW DOZ)RY BEOFGEIHE WEHRKW RO\ RRJ YSQIH 8 Ul
UHJDUGLQJ SDWHQWDEOH VXEMHFW PDWWHU RU WKH VFRSH Rl FODLPV DOORZDEOH LQ EI
GHJUHH RI IXWXUH SURWHFWLRQ WKDW ZH ZLOO KDY H:RRQORIXZHSILRSW HEBIDY & URWE K RO |
FDQGLGDWHVY ZLWK LQWHOOHFWXDO SURSHUW)\ ULJKWV VXFK DV SDWHQWY DV DSSURSUL
VRPHWLPHV XQSUHGLFWDEOH

,Q DGGLWLRQ WKHUH DUH QXPHURXV UHFHQW FKDQJHV WR WKH SDWH QWL B 2P\DDRBYSHHUR ¢
LPSDFW RQ RXU DELOLW\ WR SURWHFW RXU WHFKQRORJ\ DQG HQIRUFH RXU LQWHOOHFWX
ZLWKLQ WKH ODVW VHYHUDO \HDUV LQYROYHV VLJQLILFDQW FKDQJHV LQ SDWHQW OHJLVI
\HDUV VRPH Rl ZKLFK FDVHV HLWKHU QDUURZLQJ WKH VFRSH Rl SDWHQW SURWHFWLRQ D
RZQHUV LQ FHUWDLQ VLWXDWLRQV ,Q DGGLWLRQ WR LQFUHDVLQJ XQFHUWDLQW\ ZLWK U
KDV FUHDWHG XQFHUWDLQW\ ZLWK UHVSHFW WR WKH YDOXH Rl SDWHQWY RQFH REWDLQ
WKH 8B3WKH ODZV DQG UHJXODWLRQV JRYHUQLQJ SDWHQWY FRXOG FKDQJH LQ XQSUHGL|
WR HQIRUFH RXU H[LVWLQJ SDWHQWY DQG SDWHQWYVY WKDW ZH PLJKW REWDLQ LQ WKH IX'
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2QFH JUDQWHG SDWHQWYV PD\ UHPDLQ RSHQ WR RSSRVLWLRQ LEWHWU SDUHQEKE QBN FHH B/R R
DFWLRQ LQ FRXUW RUFEHYI RWHVEB WHQW SRIRFHHGLQJYV IRU D JLYHQ SHULRG DIWHU DOORZL
REMHFWLRQV DJDLQVW VXFK LQLWLDO JUDQW ,Q WKH FRXUVH RI VXFK SURFHHGLQJV ZK
EH FRPSHOOHG WR OLPLW WKH VFRSH RI WKH DOORZHG RU JUDQWHG FODLPV WKXY IDG\GNAE
WKHUH FDQ EH QR DVVXUDQFH WKDW

n 2WKHUV ZLOO RU PD\ EH DEOH WR PDNH XVH RU VHOO FRPSRXQGV WKDW DUH WKH
FRYHUHG E\ WKH FODLPV RI WKH SDWHQWYV WKDW ZH RZQ RU OLFHQVH

n :HRU RXU OLFHQVRUVY FROODERUDWRUV RU DQ\ IXWXUH FROODERUDWRUYV DUH QR
SDWHQWY DQG SHQGLQJ SDWHQW DSSOLFDWLRQV WKDW ZH RZQ RU OLFHQVH
n :HRU RXU OLFHQVRUVY FROODERUDWRUV RU DQ\ IXWXUH FROODERUDWRUYV DUH QR

LQYHQWLRQV

n 2WKHUV ZLOO LQGHSHQGHQWO\ GHYHORS VLPLODU RU DOWHUQDWLYH WHFKQRORJL
LQWHOOHFWXDO SURSHUW\ ULJKWYV

n  $ WKLUG SDUW\ PD\ QRW FKDOOHQJH RXU SDWHQWY DQG LI FKDOOHQJHG D FRXUW

n $Q\ LVVXHG SDWHQWV WKDW ZH RZQ RU KDYH OLFHQVHG PD\ QRW SURYLGH XV ZLW
SDUWLHYV

n  :HPD\ QRW GHYHORS DGGLWLRQDO SURSULHWDU\ WHFKQRORJLHV WKDW DUH SDW}

n 7KH SDWHQWYVY RI RWKHUVHEDW R @ @ XOWG E M VNG HVIV

n 2XU FRPSHWLWRUV FRQGXFW UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV LQ FRXQ'
WKH LQIRUPDWLRQ OHDUQHG IURP VXFK DFWLYLWLHV WR GHYHORS FRPSHWLWLYH !

:H OLFHQVH SDWHQW ULJKWV IURP WKLUG SDUW\ RZQHUV RU OLFHQVHHV ,I VXFK RZQHU
PDLQWDLQ RU HQIRUFH WKH SDWHQWY XQGHUO\LQJ VXFK OLFHQVHV RU UHWDLQ RU OLF}
DQG EXVLQHVV SURVSHFWV PIWFBHHBGGYHUVHO\ DI

H PD\ IURP WLPH WR WLPH UHO\ RQ LQWHOOHFWXDO SURSHUW\ ULJKNW B WH PHRVWH\E\ | WR PC
OLFHQVHV WKDW JLYH XV ULJKWV WR WKLUG SDUW\ LQWHOOHFWXDO SURIS$HWDWH VDKOMF HQ
RQ EHKDOI RI LWVHOI DQG ,'7 WR FHUWDLQ SDWHQW ULJKWV ZKLFK SURYLGH SODWIRUF
PROHFXOHV 3XUVXDQW WR WKLV DJUHHPHQW ZH KDYH D ZRUOGZLGH OLFHQVH IURP &2+
H[SORLWDWLRQ RI NH\ LQWHOOHFWXDO SURSHUW\ ULJKWV LQ WKLY UHVSHFW DQG &2+ D
DUH OLFHQVHG XQGHU WKH DJUHHPHQW 6HH %XVLQHVV 6WUDWHJLF 3DUWQHUVRDR DQ!
OLFHQVH DGGLWLRQDO WKLUG SDUW\ LQWHOOHFWXDO SURSHUW\ LQ WKH IXWXUH 2XU VX
HQIRUFH SDWHQW SURWHFWLRQ IRU RXQ O DEMINRGHL W QW F\WKD @ KIFRSHUWDYH VHFXU
PD\ QRW VXFFHVVIXOO\ SURVHFXWH WKH SDWHQW DSSOLFDWLRQV WR ZKLFK ZH DUH OLFF
PDLQWDLQ WKHVH SDWHQWY PD\ GHWHUPLQH QRW WR SXUVXH OLWLJDWLRQ DJDLQVW RV
OHVV DJJUHVVLYHO\ WKD@ZRHP PR Q®R® REWDKIQUH[FOXVLYH ULJKWV ZKLFK ZRXOG DOORZ |
'LWKRXW SURWHFW[IFFOXVRYH ULJKW WR WKH LQWHOOHFWXDO SURSHUWUY X EW\FBQWH. DR\G
SURGXFWV IRU VDOH ZKLFKFRMRR®G PRNSHWHWLYH EXVLQHVYV SRVLWLRQ DQG KDUP RXU E
ULJKWV XQGHU RXU WKLUG SDUW\ OLFHQVHV WR .+. DQG PD\ VXEOLFHQVH VXFK ULJKWQA V
LPSDLUPHQW RI WKHVH VXEOLFHQVHG ULJKWV FRXOG UHVXOW LQ UHGXFHG UHYHQXH XQ¢
DJUHHPHQW E\ RQH RU PRUH RI RXU FROODERUDWRUYV RU DQ\ IXWXUH VWUDWHJILF SDUWC



Table of Contents

2WKHU FRPSDQLHV RU RUJDQL]DWLRQV PD\ FKDOOHQJH RXU RU RXU OLFHQVRUV SDWHQW
GHYHORSLQJ DQG FRPPHUFLDOL]LQJ RXU SURGXFWYV

51$L WKHUDSHXWLFV DUH UHODWLYHO\ QHZ VFLHQWLILF ILHOGV WK HHERIRRH S BMDHQ M[\% MR
DSSOLFDWLRQV IURP RUJDQL]DWLRQV DQG LQGLYLGXDOV WHKINMLH) R BARDR BN B LIU B R W N QDI (
51$L WKHUDSHXWLEDWBQWLM DG KDYH OLFHQVHG PDQ\ Rl WKHVH SDWHQWYV IURP WKLUG
LVVXHG SDWHQWY DQG SHQGLQJ SDWHQW DSSOLFDWLRQV LQ WKH 8 6 DQG LQ N HN WPHQW H
PHWKRGV FRPSRVLWLRQV DQG SURFHV®HY HOFOTPHIQW W R QKK Bl FGWMFHR VMG FRPPHUFLDOL]
'VL51$ WKHUDSHXWLFYH 6RSHF IDIQBDIOIMMH OLFHQVHG D SRUWIROLR RI SDWHQWY SDWHQW D
FHUWDLQ DVSHFWV RI WKH VWUXFWXUH DQG XVHV RI 'VL51$V LQFOXGLQJ WKHLU PDQXID
FKHPLFDO PRGLILFDWLRQV WR 'VL51$V WKDW LPSURYH WKHLU VXLWDELOLW\ IRU WKHUDS
WDUJHWV DV WUHDWPHQWYV IRU SDUWLFXODU GLVHDVHV DQG GHOQIYSILG WBORGQROWLIFK
QDQRSDUWLFOH IRUPXODWLRQ

$V WKH ILHOG RI 51$L WKHUDSHXWLFVY PDWXUHVY SDWHQW DSSIQEANWLERRXQBUWKEHHZQUD GU
DERXW ZKLFK SDWHQWYV ZLOO LVVXH DQG LI WKH\ GR DV WR ZKHQ WR ZKRP DQG ZLWK
FRXUWY DQG RWKHU SURFHHGLQJVY VXFK DV LQWHUIHUHQFH UHH[DP LIQBHYLBRODWA R S S\RF
WKH 51$L WKHUDSHXWLFV ILHOG ,Q PDQ\ FDVHV WKH SRVVLELOLW\ RI DSSHDO RU RSSRYV
ILQDO XQDSSHDODEOH UXOLQJY DUH PDGH ZLWK UHVSHFW WR WKHVH SDWHQWY LQ FHUW
LV XQFHUWDLQ DQG RFCRAW B XHWBVHQQBIVYV LI ZH DUH QRW VXFFHVVIXO LQ GHIHQGLQJ WKH
SDWHQW FODLPV RU LI WKLUG SDUWLHYV DUH VXFFHVVIXO LQ REWDLQLQJ FODLPV WKDW F
WKLUG SDUWLHYV PD\ DWWHPSW WR LQYDOLGDWH RXU LOQWHOOHFWXDO SURSHUW\ ULJKWYV
ZHDNHQLQJ RI RXU LQWHOOHFWXDO SURSHUW\ ULJKWV 2XU GHIHQVH DJDLQVW DQ\ DWW}
ULJKWV FRXOG EH FRVWO\ WR XV FRXOG UHTXLUH VLJQLILFDQW WLPH DQG D YHWWQRWL R
EXVLQHVYVY DQG RXU DELOLW\ WR VXFFHVVIXOO\ FRPSHWH LQ WKH ILHOG RI 51$L WKHUDSF

7KHUH DUH PDQ\ LVVXHG DQG SHQGLQJ SDWHQWV WKDW FODLP DVSHFWV Rl ROLJRQXFOH
'VL51$ WKHUDSHXWLF FDQGLGDWHY 7KHUH DUH DOVR PDQ\ LVVXHG SDWHQWY WKDW FOD
'VL51%$ GUXJV ZH ZLVK WR GHYHORS 7KXV LW LV SRVVLEOH WKDW RQH RU PRUH RUJDQL]
WKRVH RUJDQL]DWLRQV UHIXVH WR JUDQW XV D OLFHQVH WR VXFK SDWHQW ULJKWV RQ U
UHVHDUFK DQG GHYHORSPHQW RU RWKHU DFWLYLWLHY FRYHUHG E\ WKHVH SDWHQWYV

:H PD\ QRW EH DEOH WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKWV WKURXJKRXW
2EWDLQLQJ D YDOLG DQG HQIRUFHDEOH LVVXHG RU JUDQWHG SDWHQW FRYHULQJ RXU Wk
MXULVGLFWLRQV ZKHUH ZH KDYH QRW REWDLQHG SDWHQW SURWHFWLRQ FRPSHWLWRUYV
H[SRUW RWKHUZLVH LQIULQJLQJ SURGXFWV WR WHUULWRULHV ZKFX®W MW R HYH FSDRHH) \§ DE
WKH 8 6 &RPSHWLWRU SURGXFWV PD\ FRPSHWH ZLWK RXU IXWXUH SURGXFWV LQ MXULVG
LVVXHG RU JUDQWHG SDWHQW FODLPV RU RWK HLF ILQQWH OVIRH § W DDQSW R B Al 8 MW IUW RKIWD/F VUL |
VIVWHPV RI FHUWDLQ FRXQWULHV SDUWLFXO D U OLFR-OUW IVIRQH®H R H BHR SIDQV HRRX\D W @ GHWX FPK
RWKHU W\SHV RI LQWHOOHFWXDO SURSHUW\ SURWHFWLRQ SDUWLFXOFEXOWWMRDW Y NORD &
LQIULQJHPHQW RI RXU SDWHQWYV RU PDUNHWLQJ RI FRPSHWLQJ SURGXFWV LQ YLRODWLR
HQIRUFH RXU SDWHQW ULJKWV LQ IRUHLJQ MXULVGLFWLR®WY W R XG5 DHVW 6 QYWICR @ XIE)\RW DRQ
EXVLQHVV
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H JHQHUDOO\ ILOH D SURYLVLRQDO SDWHQW DS S0 §FD LRWLIQUWWD HSSUERWLRQI DMLA JQ
WKH 3DWHQW &BRDBWUDIRRQDUH XVXDOO\ ILOHG ZLWKLQ WZHOYH PRQWKYV DIWHU WKH SU
SDWHQW DSSOLFDWLRQV PD\ EH ILOHG$X&WIKH CDURS B DID 8Q IGMQD QS IHSHQGLQJ RQ WKH
LQWHU DOLD &KLQD ,QGLD 6RKXXDKQ.RQBD6 R VAKKSIBRNR7IDU QRW ILOHG IRU SDWHQW SUF
MXULVGLFWLRQV ZKHUH VXFK SURWHFWLRQ PD\ EH DYDLODEOH ,Q DGGLWLRQ ZH PD\ GH
JLQDOMKH JUDQW SURFHHGLQJ RI HDFK QDWLRQDO RU UHJLRQDO SDWHQW LV DQ LQGHSH(
PLJKW LQ VRPH MXULVGLFWLRQV EH UHIXVHG E\ WKH UHOHYDQW UHJLVWUDWLRQ DXWKRL
WKH FRXYY@WURXV VFRSHVY RI SDWHQW SURWHFWLRQ PD\ EH JUDQWHG RQ WKH VDPH SURG>

7KH ObDZV Rl VRPH MXULVGLFWLRQV GR QRW SURWHFW LQWHOOHFWXDO SURSHUW\ ULJKW
HQFRXQWHUHG VILBROQOWEBDRQWOQGEURWHFWLQJ DQG GHIHQGLQJ VXFK ULJKWV LQ MEKIOWKHY'
SURWHFWLQJ RU DUH RWKHUEMWH ISOHBEORBHEWLRE HWKH LQWHOOHFWXDO SURSHUW\ ULJ
YDOXH RI WKHVH ULJKWV PD\ EH GLPLQLVKHG DQG ZH PD\ IDFH DGGLWLRQDO FRPSHWLWL
FRPSXOVRU\ OLFHQVLQJ ODZV XQGHU ZKLFK D SDWHQW RZQHU PD\ EH FRPSHOOHG WR JUI
HQIRUFHDELOLW\ RI SDWHQWY DJDLQVW JRYHUQPHQW DJHQFLHV RU JRYHUQPHQW FRQWU
ZKLFK FRXOG PDWHULDOO\ GLPLQLVK WKH YDOXH RI VXFK SDWHQW ,I ZH RU DQ\ RI RXU C
DQ\ SDWHQWY UHOHYDQW WR RXU EXVLQHVV RXU FRPSHWLWLYH SRVLWLRQ LQ WKH UHO'l
RSHUDWLRQV PD\ EHHBPWMBUVHO\ DI

:H RU RXU OLFHQVRUVY FROODERUDWRUV RU DQ\ IXWXUH VWUDWHJLF SDUWQHUV PD\ EHF
LQIULQJHPHQW RI SDWHQWYVY RU RWKHU SURSULHWDU\ ULJKWV RU VHHNLQJ WR LQYDOLGD
WR OLWLJDWLRQ WR SURWHFW RU HQIRUFH RXU SDWHQWYV RU RW KMIUP 85 UFRRSQMXHPALDQU\ G HIK
WKH GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI RXU SURGXFW FDQGLGDWHYV RU SXW R>?
:H RU RXU OLFHQVRUV FROODERUDWRUV RU DQ\ IXWXUH VWUDWHILF SDUWQHUV PD\ EH
SDWHQW RU RWKHU SURBWHHWOQOHUDODKWEOLIDWHG XQGHU RXU OLFHQVH DJUHHPHQW DQ
OLFHQVRU RU FROODERUDWRU IRU GDPDJHV DULVLQJ IURP LQWHOOHFWXDO SURSHUW\ LC
SDUWQHUY DUH IRXQG WR LQIULQJH D WKLUG SDUW\ SDWHQW RU RWKHU LQWHOOHFWXDO
WUHEOH GDPDJHV LI ZH DUH IRXQG WR KDYH ZLOOIXOO\ LQIULQJHG ,Q DGGLWLRQ ZH RL
FKRRVH WR VHHN RU EH UHTXLUHG WR VHEKNFIO OPDLFERWHEH PN DLW KEOB BRUWNFHSWDEOH
EH REWDLQHG RQ DFFHSWDEOH WHUPV WKH ULJKWYV PD\ EH QRQ H[FOXVLYH ZKLFK FRXO
SURSHUW\ ULJKWV OLFHQVHG WR XV I ZH IDLO WR REWDL Q@ UHV XU H HEIR O & BHEQW BENRHY R/ 8
PDUNHW SURGXFW FDQGLGDWHYV EDIMVMHGFREARX O MPHMKRQRORUVBELOLW\ WR JHQHUDWH UHYHQ
XV IURP JHQHUDWLRQF UHHQW QXRI WXYWDLQ RXU RSHUDWLRQV ,Q DGGLWLRQ ZH PD\ ILQG L
RU HQIRUFH RXU SDWHQW RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV 7KH FRVW WR X
RU RWKHU SURSULHWDU\ ULJKWV MHRX@GLE K WVXEQ® WH& WQ DRX UD D RU W LJIDWD R AR WQ & QG LE
FRPSHWLWRUV PD\ EH DEOH WR VXVWDLQ WKH FRNFMWLRHBRMKDH] 3B WD Q VE DR\ B WMKRQ)
UHVRXUFHV 8QFHUWDLQWLHY UHVXOWLQJ IURP WKH LOQLWLDWLRQ DQG FRQWLQXDWLRQ F
GHYHORSPHOW HIQG OLPLW RXU DELOLW\ WR FRQWLQXH RXU RSHUDWLRQV

| ZH ZHUH WR LQLWLDWH OHJDO SURFHHGLQJV DJDLQVW D WKLUG SDUW\ WR WMRQHRGIFH Q G
FRXQWHUFODLP WKDW RXU SDWHQW LV LQYDOLG RU XQHQIRUFHDEOH ,Q SDWHQW OLWLJ!
XQHQIRUFHDELOLW\ DUH FRPPRQSODFH *URXQGV IRU D YDOLGLW\ FKDOOHQJH FRXOG EH
H[DPSOH ODFN REWQRRMMOMYVV RU QRQ HQDEOHPHQW *URXQGV IRU DQ XQHQIRUFHDELOLW
FRQQHFWHG ZLWK SURVHFXWLRQ RI WKH SDWHQW Z2 WKWK POG HJ IDORHWIOHD G QQRUPDWLRQ |1
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VWDWHPHQW GXULQJ SURVHFXWLRQ 7KH RXWFRPH IROORZLQJ OHJDO DVVHUWLRQV RI L¢
:LWK UHVSHFW WR WKH YDOLGLW\ TXHVWLRQ IRU H[DPSOH ZH FDQQRW EH FHUWDLQ WKL
ZHUH XQDZDUH GXULQJ SURVHFXWLRQ ,I D GHIHQGDQW ZHUH WR SUHYDH QRXQOG ORYMHODN
DQG SHUKDSVY DOO RI WKH SDWHQW SURWHFWLRQ RQ RQH RU PRUH RI FXWEF K DRGKFW R IRSJ
SURWHFWLRQ FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU EXVLQHVY 3DWHQWYV I
LI FRPSHWLWRUYVY GHVLJQ DURXQG RXU SURWHFWHG WHFKQRORJ\ ZLWKRXW OHJDOO\ LQIU

,QWHOOHFWXDO SURSHUW\ ULJKWV RI W K EWGRXNUDELHL WR X\ORG ARGPHW\H O OD]IH RXU SURG}
UHTXLUHG WR OLWLJDWH RU REWDLQ OLFHQVHV IURP WKLUG SDUWLHV LQ RUGHU WR GHY
FRXOG EH FRVWO\ RU QRW DYDLODEOH RQ FRPPHUFLDOO\ UHDVRQDEOH WHUPV

%HFDXVH WKH 51$L LQWHOOHFWXDO SURS H UM\XO QW R FIORSQHF DX WIWLHIDO BY RBWY Y QRIX L \W HW €
WKLUG SDUW\ ULJKWV 2XU FRPISHWLWDWH GRVLMIVRXHBGDNVR/ XMKLUG SDUWLHV RU RWKHU W
SURGXFWV RU HOHPHQWY WKHUHRI RU RXU PDQXIDFWXUH RU XVHV UHOHYDQW WR RXU G
RU FRPPHUFLDOL]H SURGXFWV RU SURGXFW FDQGLGDWHYV XQOHVV ZH VXFFHVVIXOO\ SXU"
ULJKW FRQFHUQHG RU HQWHU LQWR D OLFHQVH DJUHH RH @W DALOADKE @/H R @ PR R © B Bl IF MDXDGD\
LQVWDQFH ZH UHFHLYHG D OHWWHU IURP $OQ\ODP LQ ODUFK FODLPLQJ WKDW ZH UH"
FRQWUROOHG E\ $0Q\ODP DQG GHPDQGLQJ WKDW ZH FHDVH DQG GHVLVW IURP DOOHJHG |
IRU WKH QHFHVVDU\ LQWH &ONHWXD/S SWR EEIPNO DR G HQJDJHG LQ VHYHUDO Hs KDV @ RRC
DQ\ IXUWKHU FRUUHVSRQGHQFH IURP $OQ\ODP VLQPMKH U H IF DIDUBH QURWIKULWX EOREM W R DMY
SXUVXH WKLV RU RWKHU HF ODHP B ZIDIDH RV WVIAK HG SDWHQWYV KHOG E\ WKLUG SDUWLHV WKI
DOOHJHG WR EH LQIULQJHG E\ RIXDUMLBOY P RZBEXORIVSHQGLQJ SDWHQW DSSOLFDWLRQV '
DOOHJHG WR EH LQIULQJHG E\ RXU 'VL51$% PROHFXOHV ,I VXFK DQ LQIULQJHPHQW FODLP
VXEVWDQWLDO GDPDJHV EH IRUFHG WR DEDQGRQ RXU SURGXFW FDQGLGDWHYV RU VHHN I
OLFHQVH ZLOO EH DYDLODEOH RQ FRPPHUFLDOO\ UHDVRQDEOH WHUPV LI DW DOO )RU H
DVVLIJQHG WR $0OQ\ODP6 (3 WKDW EURDGO\ FRYHUV YDULRXV 51$L FRQVWUXFWV LQFOXGL
SDUW\ BKHQDSHXWLFV ,QF ILOHG DQ RSSRVLWLRQ VHHNLQJ WR UHYRNH WKH SDWHQW |
3DWHOMW I (32 UHMHFWHG WKH RSSRVLWLRQ DQG XSKHOG DOO Rl WKH FODLPV RI WKH
DSSHDK) DUH QRW D SDUW\ WR WKH RSSRVLWLRQ DQG ZLOO KDYH QR RSSRUWXQLW\ WR SL
'LYLVLRQ VKRXOG EH RYHUWXUQHG RQ DSSHDO LI WKH SDWHQW LV XSKHOG RQ D5 SRI
EH VXHG IRU SDWHQW LQIULQJHPHQW LQ HDFK Rl WKRVH FRXQWULHV ZKLFK ZRXOG EH EI
RXUVHOYHV LQ DQ\ RI WKHVH DFWLRQV ZH FRXOG EH SUHYHQWHG IURP FRPPHUFLDOL]LQ

,W LV DOVR SRVVLEOH WKDW ZH KDYH IDLOHG WR LGHQWLI\ UHOHYDQW WKLUG SDUW\ SD\
1RYHPEHU DQG FHUWDLQ 8 6 DSSOLFDWLRQV ILOHG DIWHU WKDW GDWH WKDW ZLO!
3DWHQW DSSOLFDWLRQV LQ WKH 8 6 DQG HOVHZKHUH DUH SXEOLVKHG DSSUR[LPDWHO\

HDUOLHVW ILOLQJ GDWH EHLQJ FRPPRQO\ UHIHUUHG WR DV WKH SULRULW\ GDWH 7KHUHI
FRXOG KDYH EHHQ ILOHG E\ RWKHUV ZLWKRXWGRE U SMWRHEQWGD SIS G GIELWILRQW @RLFK KDYH
OLPLWDWLRQV EH ODWHU DPHQGHG LQ D PDQQHU WKDW FRXOG FRYHU RXU SODWIRUP Wi
LQWHOOHFWXDO SURSHUW\ ULJKW KROGHUV PD\ DOVR B FWIQQG-RON EXDQD QW HH QWKIPM QW E
VHWWOH RU RWKHUZLVH UHVROYH VXFK LQIULQJHPHQW FODLPV ,I ZH DUH XQDEOH WR VX
UHTXLUHG WR HQJDJH LQXQBBRQUWAWBEOAFRDPWG\WLPH FRQVXPLQJ OLWLJDWLRQ DQG PD\ E
LQ PDUNHWLQJ RXU SURGXFWV ,lI ZH IDLO LQ DQ\ VXFK GLVSXWH LQ DGGLWLRQ WR EHLQ
SURKLELWHG IURP FRPPHUFLDOL]LQJ DQ\ Rl RXU SURGXFW FDJIKG\L GLDI WBHRW WLKEIDW DGV RHDHE
SURGXFW FDQGLGDWHY VR WKDW ZH QR ORQJHU LQIULQJH WKH WKLUG SDUW\ LQWHOOHF'
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WR SUHYDLO FRXOG UHTXLUH XV WR GLYHUW VXEVWDQWLDO ILQDQFLDO DQG PDQDJHPHC

.l ZH IDLO WR FRPSO\ ZLWK RXU REOLJDWLRQV XQGHU DQ\ OLFHQVH FROODERUDWLRQ RL
FRXOG ORVH LQWHOOHFWXDO SURSHUW\ ULJKWV WKDW DUH QHFHVVDU\ IRU GHYHORSLQJ
WHFKQRORJLHV RU ZH FRXOG ORVH FHUWDLQ ULJKWV WR JUDQW VXEOLFHQVHYV

2XU FXUUHQW OLFHQVHV LPSRVH DQG DQ\ IXWXUH OLFHQVHV ZH HQWHU LQWR DUH OLNH
PLOHVWRQHGURLDO@®RH VXEOLFHQVLQJ LQVXUDQFH SDWHQW SURVHFXWLRQ DQG HQIRUI
REOLJDWLRQV RU XVH WKH LOQWHOOHFWXDO SURSHZW\P®DLFEHQVHGEXW B HG/ WR B\ XADPXOW K |
KDYH WKH ULJKW WR WHUPLQDWH WKH OLFHQVH ZKLFK FRXOG UHVXOW LQ XV EHLQJ XQD
OLFHQVHG WHFKQRORJ\ RU HQDEOH D FRPSHWLWRU WRUHRKMN D FFIHAHQ WRUW KA-D O REZIQQR/W & |
SURSHUW\ WKDW KDV QRW EHHQ OLFHQVHG WR XV DQG DV D UHVXOW ZH PD\ EH VXEMHF
YLRODWLQJ WKH.OKWNQVRDGGLWLRQ ZKLOH ZH FDQQRW FXUUHQWO\ GHWHUPLQH WKH DF
VDOHV RI IXWXUH SWKGXFRRX QWD @D\ EH VLIQLILFDQW 7KH DPRXQW RI RXU IXWXUH UR\C
LQWHOOHFWXDO SURSHUW\ ZH XVH LQ SURGXFWV WKDW ZH KHKEHRHRWHX GG HGQ HY HGRBXE 6 B\
FRPPHUFLDOL]JH SURGXFWV ZH PD\ EH XQDEOH WR DFKLHYH RU PDLQWDLQ SURILWDELOL\
.1 ZH DUH XQDEOH WR SURWHFW WKH FRQILGHQWLDOLW\ RI RXU WUDGH VHFUHWYV RXU EX
,Q DGGLWLRQ WR VHHNLQJ SDWHQW SURWHFWLRQ IRU FHUWDLQ DVSHFWV RI RXU SURGXF
LQFOXGLQJ FRQILGHQWLDO DQG XQSDWHQWHG NQRZ KRZ LPSRUWID GW RMWRH VK HV B D IGHWAHOT
FRQILGHQWLDO DQG XQSD@W B DWW GEN HRIZAVKRZ QJ LQWR QRQ GLVFORVXUH DQG FRQILGHQW
VXFK NQRZOHGJH VXFK DV RXU HPSOR\HHV FRUSRUDWH FROODERUDWRUV RXWVLGH VFL
DGYLVRUV DQG RWK HU D\OKMMRI 6 GWHW LIQWR FRQILGHQWLDOLW\ DQG LQYHQWLRQ RU SDWHC
FRQVXOWDQWY WKDW REOLJDWH WKHP WR PDLQWDLQ FRQILGH QWD WD @\QRS BDWKHMIKD S\DK
WKH DJUHHPHQWY DQG GLVFORVH RXU SURSULHWDU\ LQIRUPDWLRQ LQFOXGLQJ RXU WUL
VXFK EUHDFKHV (QIRUFLQJ D FODLP WKDW D SDUW)\ LOOHJD O O\ FXIOM ORNH®D RIUY ALY Q S SWE
WKH RXWFRPH LV XQSUHGLFWDEOH ,Q DGGLWLRQ VRPH FRXUWV LQ WKH 8 6 DQG FHUWEL
VHFUHWYVY ,1 DQ\ Rl RXU WUDGH VHFUHWY ZHUH WR EH ODZIX00\ REWIZRQYOG KD YLK @RSHIQI
WKHP IURP XVLQJ WKDW WHFKQRORJ\ RU LQIRUPDWLRQ WR FRPSHWH ZLWK XV ,l1 DQ\ RI R
E\ D FRPSHRMWRRPSHWLWLYH SRVLWLRQ ZRXOG EH KDUPHG

:H PD\ EH VXEMHFW WR FODLPV WKDW ZH RU RXU HPSOR\HHV RU FRQVXOWDQWYV KDYH ZU
HPSOR\HHV RU FRQVXOWDQWY IRUPHU HPSOR\HUV RU WKHLU FOLHQWY 7KHVH FODLPV F
ZH PD\ EH UHTXLUHG WR SD\ PRQHWDU\ GDPDJHV DQG PD\ ORVH YDOXDEOH LQWHOOHFWX
0DQ\ RI RXU HPSOR\HHV ZHUH SUHYLRXVO\ HPSOR\HG DW XQLYHUVLWLHV RU ELRWHFKQRC
SRWHQWLDO FRPSHWLWRUV $OWKRXJK QR FODLPV DJDLQVW XV DUH FXUUHQWO\ SHQGLQ
LEQDGYHUWHQWO\ RU RWKHUZLVH XVHG RU GLVFORVHG WUDGH VHFUHWY RU RWKHU SURSI
GHIHQG DJDLQVW WKHVH FODLPV I ZH IDLO LQ GHIHQGLQJ VXFK FODLPV LQ DGGLWLRQ !
SURSHUW\ ULJKWV RU SHUVRQQHO $ ORVV RI NH\ UHVHDUFK SHUVRQQHO RU WKHLU ZRUN
FRPPHUFLDOL]LQJ RXU SURGXFW FDQGLGDWHYVY ZKLFK FRXOG VHYHUHO\ KDUP RXU EXVLQ
OLWLIJDWLRQ FRXOG UHVXOW LQ VXEVWDQWLDO FRVWY DQG EH D GLVWUDFWLRQ WR PDQI
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.l RXU WUDGHPDUNV DQG WUDGH QDPHV DUH QRW DGHTXDWHO\ SURWHFWHG WKHQ ZH PLC
LQWHUHVW DQG RXU EXVLQHVWHFBAHEH DGYHUVHO\ DI

2XU WUDGHPDUNV RU WUDGH QDPHV PD\ EH FKDOOHQJHG LQIULQJHG FLUFXPYHQWHG RU
PD\ QRW EH DEOH WR SURWHFW RXU ULJKWV WR WKHVH WUDGHPDUNV DQG WUDGH QDPHYV
UHFRJQLWLRQ E\ SRWHQWLDO SDUWQHUV RU FXVWRPHUV LQ RXU PDUNHWV RI LQWHUHVW
DQG WUDGH QDPHV ZH PD\ QRW HEFWRE @& B \WDR) BRI \& K VHLIQ H MIF ARB\GEH DGYHUVHO\ DI

Risks Related to Government Regulation

:H PD\ EH XQDEOH WR REWDLQ 8 6 RU IRUHLJQ UHJXODWRU\ DSSURYDO DQG DV D UHVXC
2XU SURGXFW FDQGLGDWHY DUH VXEMHFW WR H[WHQVLYH JRYHUQPHQWDO UHJXODWLRQ\
PDQXIDFWXULQLFOBEMEBYRYDO UHFRUGNHHSLQJ UHSRUWLQJ ODEHOLQJ VWRUDJH SDFN
GLVWULEXWLRQ RI GUXJV 5LJRURXV SUHFOLQLFDO WHVWLQJ DQG FOLQLFDO WULDOV DQ!
FRPSOHWHG LQ WKH 8 6 DQG LQ PDQ\ IRUHLJQ MXULVGLFWLRQV EHIRUH D QHZ GUXJ FDQ
UHTXLUHPHQWW LRHFRR®\WOXPLQJ XQFHUWDLQ DQG VXEMHFW WR XQDQWLFLSDWHG GHOD\V
GHYHORS ZLOO REWDLQ WKH UHJXODWRU\ DSSURYDOV QHFHVVDU\ IRU XV RU RXU FROODE

:H KDYH YHU\ OLPLWHG H[SHULHQFH LQ FRQGXFWLQJ DQG PDQDJLQJ WKH FOLQLFDO WUL
)'$ 7KH WLPH UHTXLUHG WR REWDLQ )'$ DQG RWKHU DSSURYDOV LV XQSUHGLFWDEOH EX\
WULDOV GHSHQGLQJ XSRQ WKH W\SH FRPSOH[LW\ DQG QRYHOW\ RI WKH SURGXFW FDQGI
ZKHQ UHJXODWLQJ XV DUH QRW DOzZD\V DSSOLHG SUHGLFWDEO\ RU XQLIRUPO\ DQG FDQ F
DFWLYLWLHV LV VXEMHFW WR FRQILUPDWLRQ DQG LQWHUS WH\W DW LRRIQ SENHLYHHIXW WWHR KO DB
HOQFRXQWHU XQH[SHFWHG GHOD\V RU LQFUHDVHG FRVWY GXH WR QHZ JRYHUQPHQW UHJX
RU IURP FKDQJHV LQ )'$ SROLF\ GXULQJ WKH SHULRG RI SURGXFW GHYWOR/SPMEPRW VIEEG O@IL Y
ZKHWKHU OHJLVODWLYH FKDQJHV ZLOO EH HQDFWHG RU ZKHWKHU )'$ RU IRUHLJQ UHJXO
RI VXFK FKDQJHAD\LEH Q\

%HFDXVH WKH GUXJV ZH DUH GHYHORSLQJ PD\ UHSUHVHQW D QHZ FODVV RI GUXJ WKH )"
GHILQLWLYH SROLFLHY SUDFWLFHV RU JXLGHOLQHV LQ UHODWLRQ WR WKHVH GUXJV :KL
UHJXODWHG DV QHZ GUXJV XQGHU WKH )HGHUDO )RRG 'UXJ DQG &RVPHWLF $FW WKH )'$
GHYHORS DV ELRORJLFV XQGHU WKH 3XEOLF +HDOWK 6HUYLFH $FW 7KH ODFN RI SROLFL!
UHIJXODWRU\ ILOLQJV WKDW ZWRB\)SXEPLWHVYEBREOB YWR WKHVH VXEPLVVLRQV E\ GHILQLQJ
DQWLFLSDWHG 6XFK UHVSRQVHV FRXOG OHDG WR VLJQLILFDQW GHOD\V LQ WKH FOLQLFC
EH DSSURYHG WUHDWPHQWY IRU VRPH RI WKH GLVHDVHV IRU ZKLFK ZH PD\ VHHN DSSURY
GHPRQVWUDWH WKURXJK FOLQLFDO WULDOV WKDW WKH SURG XFMW R DGR GREVD MHXF RVHH YEDHOYEH>
RU PRUMFMWILYH WKDQ H[LVWLQJ SURGXFWV )XUWKHUPRUH LQ UHFHQW \HDUV WKHUH KD"
UHVSHFW WR WKH DSSURYDO SURFHVVVMDQEBHDA GY X HW SHI@ GDWION DHBSBDG VPR EDXH B RRRP

$Q\ GHOD\ RU IDLOXUH LQ REWDLQLQJ UHTXLUHG DBHUR RMORXFRBEBIGOKIYMWR BBQHUWULWE C
SURGXFW FDQGLGDWH IRU ZKLFK ZH DUH VHHNLQJ DSSURYDO )XUWKHUPRUH DQ\ UHJXOL
WKH DSSURYHG XVHV IRU ZKLFK ZH PD\ PDUNHW WKH SURGXFW RU WKH ODEHOLQJ RU RWI
(YDOXDWLRQ DQG OLWLIJDWLRQ 6WUDWHJ\ 5(06 SODQ DV SDUW RI DQ 1'$ RU ELRORJLFV (
IXUWKHU UHTXLUHPHQWY RU UHVWULFWLRQV RQ WKH GLVWULEXWLRQ RU XVH RI DQ DSSU
PHGLFDO FHQWHUYVY WKDW KDYH XQGHUJRQH VSHFLDOL]HG WUDLQLQJ OLPLWLQJ
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WUHDWPHQW WR SDWLHQWY ZKR PHHW FHUWDLQ VDIH XVH FULWHAKHV B QCE. RIHWV & IMILIREIV WDU
OLPLW WKH VL]H RI WKH PDUNHRWI RH WKK SVURRBHKEW BDQWBKRIUG SDUW\ SD\RUYV

:H DUH DOVR VXEMHFW WR QXPHURXV IRUHLJQ UHJXODWRU\ UHTXLUHPHQWY JRYHUQLQJ
PDUNHWLQJ DXWKRUL]DWLRQ SULFLQJ DQG WKLUG SDUW\ UHLPEXUVHPHQW 7KH IRUHLJQ
DOO RI WKH ULVNV DVVRFLDWHG ZLWK )'$ DSSURYDO GHVFULEHG DERYH DV ZHOO DV ULVI
MXULVGLFWLRQVKHORVUIHFPRHYHHTXLUHG WR RHEW DULRPDWEDWYWHT RDUIKBEIWR REWDLQ )'$ DSSUR
HQVXUH DSSURYDO E\ UHJXODWRU\ DXWKRULWLHY RXWVLGH WKH 8 6 DQG YLFH YHUVD

, ZH RU RXU FROODERUDWRUV PDQXIDFWXUHUV RU VHUYLFH SURYLGHUV IDLO WR FRPSO
VXEMHFW WR HQIRUFHPHQW DHAWEWQRX W BPERIO FRXWEKR BIHYHORS PDUNHW DQG VHOO RXU S
:H DQG RXU FROODERUDWRUY DUH VXEMHFW WR IHGHUDO VWDWH DQG IRUHLJQ KHDOWK
ULJKWV 7KHVH ODZV DQG UHJXODWLRQV LQFOXGH

n  WKH 86 IHGHUDO KHDOWKFDUH SZRLAK B URKULEINV¥NEPRRJIORWKHU WKLQJV SHUVR
UHPXQHUDWLRQ GLUHWVFRVDQ RXFHQBILWKAWGIKH UHIHUUDO RI DQ LQGLYLGXDO IRU D
RUGHULQJ RI DQ LWHP RU VHUYLFH IRU ZKLFK SD\PHQW PD\ EH PDGH XQGHU D IHGI

n  WKH 86 IHGHUDO IDDKHFRODUPKLEDWY DPRQJ RWKHU WKLQJV LQGLYLGXDOV RU H
SUHVHQWHG FODLPV IRU SD\PHQW E\ JRYHUQPHQW IXQGHG SURJUDPV VXFK DV OHC
PD\ DSSO\ WR XV E\ YLUWXH Rl VWDWHPHQWY DQG UHSUHVHQWDWLRQV PDGH WR F)

n  WKH 86 IHGHUDO +HDOWK ,QVXUDQFH 3RUW® EDRQGWAHDQ@GV & F,R R Q RIELRIRD\ (FRQ R+
&OLQLFDO +HDOWK +,7(&+ $FW ZKLFK SURKLELW H[HFXWLQJ D VFKHPH WR GHIUDX
SULYDMHFXWDIQM WUDQVPLVVLRQ RI LQGLYLGXDOO\ LGHQWLILDEOH KFHDIDG K Q®URUE B
UHJXODWRU\ DXWKRULWLHV RI FHUWDLQ EUHDFKHV Rl VHFXULW\ RI LQGLYLGXDOO\

n  WKH IHGHUDO 2SHQ 3D\PHQWYV UHJXODWLRQV XQGBQVS RH HQM LRRIO BK \K/D ¥ HDEH B
ZLOO UHTXLUH WKDW PDQXIDFWXUHUV Rl SKDUPDFHXWLFDO DQG ELR OWR 3HDDIONE U, QJ
3URJUDPV UHSRUW DOO FRQVXOWLQJ IHHV WUDYHO UHLPEXUVHPHQWY UHVHDUFK
SK\VLFLDQV DQG WHDFKLQJ KRVSLWDOV DQG

n  VWDWH ODZV FRPSDUDEOH WR HDFK RI WKH DERYH IHGHUDO ODZV VXFK DV IRU HJ
FRPPHUFLDO LQVXUHUV DQG RWKHU QRQ IHGHUDO SD\RUV UHTXLUHPHQWYV IRU PDC(
UHODWLQJ WR SDWLHQW GDWD SULYDF\ DQG VHFXULW\

,] RXU RSHUDWLRQV DUH IRXQG WR EH LQ YLRODWLRQ RI DQ\ VXFK UHTXLUHPHQWY ZH PIL
PRQHWDU\ GDPDJHV WKH FXUWDLOPHQW RU UHVWUXFWXULQJ RI RXU RSHUDWLRQV ORV\
SDUWLFLSDWLRQ LQ JRYHUQPHQW FRQWUDFWLQJ KHDOWKFDUH UHLPEXUVHPHQW RU RWEk
FRXOG DGYHUVHO\ RXU ILQDQHIFIA YHH FREOWVULBOMWKBYRIWBDPY FDQ PLWLIJDWH WKH ULVN |
WKHVH ObzZzV WKHVH ULVNV FDQQRW EH HQWLUHO\ HOLPLQDWHG $Q\ DFWLRQ DJDLQVW X
OHJDO H[SHQVHVY DQG FRXOG ¢LIFWWWM QRWURRD IQURIMHWHKGWRSHUDWLRQ RI RXU EXVLQHVV HY
DFKLHYLQJ DQG VXVWDLQLQJ FRPSOLDQFH ZLWK DSSOLFDEOH ODZV D\Q®H BDIXDO DWYRRVFR
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, ZH RU RXU FROODERUDWRUV PDQXIDFWXUHUV RU VHUYLFH SURYLGHUV IDLO WR FRPSO
VXEMHFW WR HQIRUFHPHQWIBFWLRXQY DEKORKVFRMWROGHXYIHORS PDUNHW DQG VHOO RXU SUFR
DQG OHDG WR UHGXFHG DFFHSWDQFH RKHRWXHW HQIRGFHP Y EW WKW PRQWHWYFOXGH DPRQJ R\

n DGYHUVH UHJXODWRU\ LQVSHFWLRQ ILQGLQJV

n ZDUQLQJ OHWWHUYV

n  YROXQWDU\ RU PDQGDWRU\ SURGXFW UHFDOOV RU SXEOLF QRWLILFDWLRQ RU PHGI

n  UHVWULFWLRQV RQ RU SURKLELWLRQV DJDLQVW PDUNHWLQJ RXU SURGXFWYV

n  UHVWULFWLRQV RQ RU SURKLELWLRQV DJDLQVW LPSRUWDWLRQ RU H[SRUWDWLRQ

n  VXVSHQVLRQ RI UHYLHZ RU UHIXVDO WR DSSURYH SHQGLQJ DSSOLFDWLRQV RU VXS

n H[FOXVLRQ IURP SDUWLFLSDWLRQ LQ JRYHUQPHQW IXQGHG KHDOWKFDUH SURJUDP)

n H[FOXVLRQ IURP HOLJLELOLW\ IRU WKH DZDUG Rl JRYHUQPHQW FRQWUDFWV IRU RX

n VXVSHQVLRQ RU ZLWKGUDZDO RI SURGXFW DSSURYDOV

n SURGXFW VHL]XUHYV

n LOQMXQFWLRQV DQG

n FLYLO DQG FULPLQDO SHQDOWLHV DQG ILQHV
$Q\ GUXJV ZH GHYHORS PD\ EHFRPH VXEMHFW WR XQIDYRUDEOH SULFLQJ UHJXODWLRQYV
LQLWLDWLYHY WKHUHE\ KDUPLQJ RXU EXVLQHVV
7KH UHJXODWLRQV WKDW JRYHUQ PDUNHWLQJ DSSURYDOV SULFLQJ DQG UHLRBRRHVAHPHIY
UHTXLUH DSSURYDO RI WKH VDOH SULFH RI D GUXJ EHIRUH LW FDQ EH PDUNHWHG ,Q PDC
SURGXFW OLFHQVLQJ DSSURYDO LV JUDQWHG ,Q VRPH IRUHLJQ PDUNHWV SUHVFULSWLR
FRQWURO HYHQ DIWHU LQLWLDO DSSURYDO LV JUDQWHG $OWKRXJK ZH LQWHQG WR PRQL
GHYHORSPHQW DQG ZH ZLOO QRW EH DEOH WR DVVHVV WKH LPSDFW Rl SULFH UHJXODWLI
DSSURYDO IRU D SURGXFW LEXI S\DKHQLEKOUXNE FREQYWUR SULFH UHJXODWLRQV WKDW GHOL
QHJDWLYHO\ LPSDFW WKH UHYHQXHV ZH DUH DEOH WR JHQHUDWH IURP WKH VDOH RI WKH

2XU DELOLW\ WR FRPPHUFLDOL]H DQ\ SURGXFWV VXFFHVVIXOO\ DOVR ZLOO GHSHQG LQ SI
WUHDWPHQWY ZLOO EH DYDLODEOH IURP JRYHUQPHQW KHDOWK DGPLQLVWUDWLRQ DXWK
LQ EULQJLQJ RQH RU PRUH SURGXFWV WR WKH PDUNHW IWKWYMHS LDRIGX WKW PP\RFRW BH LH
PD\ EH UQNXHQW WR DOORZ XV WR VHOO RXU SURGXFWV RQ D FRPSHWLWLYH EDVLV %HFL
XQDEOH DW WKLV WLPH WRHFNWNUBIHYN WKHUKHFRY WHION OHYHO RU PHWKRGWKILUBLPEXWYV
UHLPEXUVH SDWLHQWY RU KHDOWKFDUH SURYLGHUV VXFK DV JRYHUQPHQW DQG SULYDW
SUHGHWHUPLQHG GLVFRXQWY IURP OLVW SULFHVY DQG DUH VHHNLQJ WR UHGXFH WKH SU
WKH SULFH ZH DUH DEOH WR FKDUJH IRU DQ\ SURGXFWV ZH GHYHORS RU WKH UHLPEXUVI
GHYHORSPHQW DQG RWKHU FRVWY RXU UHWXUKQFR'IEGQYHVWPHQW FRXOG EH DGYHUVHO\

:H FXUUHQWO\ H[SHFW WKDW FHUWDLQ VRPH GUXJV ZH GHYHORS PD\ QHHG WR EH DGPLQ
8QGHU FXUUHQWO\ DSSFHIUADEIOH GUXJOYDWMKDW DUH QRW XVXDOO\ VHOI DGPLQLVWHUHG L
XQGHU WKH OHGLFDUH 3DUW % SURJUDP LI

n WKH\ DUH LOQFLGHQW WHRI DLEKWLFLDQ

n WKH\ DUH UHDVRQDEOH DQG QHFHVVDU\ IRU WKH GLDJQRVLV RU WUHDWPHQW RI WI
DFFHSWHG VWDQGDUGYV RI PHGLFDO SUDFWLFH DQG

n WKH\ KDYH EHHQ DSSURYHG E\ WKH )'$ DQG PHHW RWKHU UHTXLUHPHQWYV RI WKH V
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7KHUH PD\ EH VLIJQLILFDQW GHOD\V LQ REWDLQLQJ FRYHUDJH IRU QHZO\ DSSURYHG GUXJ
WKH GUXJ LV DSSURYHG E\ WEBHI)'BLORWHRRMWHBRYHUDJH GRHV QRW LPSO\ WKDW DQ\ GUXJ
FRYHUV RXU FRVWYV LQFOXGLQJ UHVHDUFK GHYHORSPHQW PDQXIDFWXUH VDOH DQG GL
EH VXFLHQW WR FRYHU RXU FRVWY DQG PD\ QRW EH PDGH SHUPDQHQW 5HLPEXUVHPHQW
DUH DOUHDG\ UHLPEXUVHG PD\ EH LQFRUSRUDWHG LQWR H[LVWLQJ SD\PHQWYV IRU RWKH!
OHGLFDUH GDWD 1HW SULFHV IRU GUXJV PD\ EH UHGXFHG E\ PDQGDWRU\ GLVFRXQWYV RU
SD\RUV DQG E\ DQ\ IXWXUH UHOD[DWLRQ RI ObZV WKDW SUHVHQWO\ UHVWULFW LPSRUWYV
WKH 8 6 7KLUG SDUW\ SD\RUV RIWHQ UHO\ XSRQ OHGLFDUH FRYHUDJH SROLF\ DQG SD\PF
LQDELOLW\ WR SURPSWO\ REWDLQ FRYHUDJH DQG DGHTXDWH UHLPEXUVHPHQW UDWHYV IU
GHYHORS DQG IRU ZKLFK ZH REWDLQ UHJXODWRU\ DISIFMWRRDOR KR XROSH K D WH @@J ADHVEXOIMD\VO B
QHHGHG WR FRPPHUFLDOL]H SURGXFWV DQG RXU RYHUDOO ILQDQFLDO FRQGLWLRQ

H EHOLHYH WRADMWY VRKHRMHUQPHQWY DQG WKLUG SDUW\ SD\RUV WR FRQWDLQ RU UHGXFF
SURSRVDOV WR EURDGHQ WKH DYDLODELIHPW WK KHIXOW QAN YV H DIGO Q. G R Q MLLDYX A RQRS DW LR
ELRSKDUPDFHXWLFDO FRPSDQLHV $ QXPEHU RI OHJLVODWLYH DQG UHJXODWRU\ FKDQJH)\
PDUNHWYV KDYH EHHQ SURSRVHG LQRIMVWHGWY\H HYSYD QRBGVXKEVWDQWLDOO\ LQ UHFHQW \t
SUHVFULSWLRQ GUXJ EHQHILW OHJLV O DHFIVR Q QVHKODQX ZDV H Q IKFH/DHGY R BIBUW RIR-N RHUP OHJLVC
PDMRU KHDOWKFDUH UHIRUP OHJLVODWLRQ WKDW ZDV SDVVHG E\ &RQJUHVV DQG HQDFWI
LQGLUMHWF®\RXU DELOLW\ WR VHOO RXU SURGXFWV LI DSSURYHG DW D IDYRUDEOH SULF

,Q ODUFK 3UHVLGHQW 2EDPD VLJQHG LQWR IR WVEKGIH3 & DL G WW3 USRS H FWL R © HDQWEAH G| E
(GXFDWLRQGHELOLW\ 5HFRQFLOLDWLRQ $FW D VZHHSLQJ ODZ LQWHQGHG WR EURDGHQ D
KHDOWKFDUH VSHQGLQJ DQG HQKDQFH UHPHGLHV DJDLQVW IUDXG DQE A XRIP SDIQH I$% 4 Q
SKDUPDFHXWLFDO LQGXVWU\ DQG RWKHU KHDOWKFDUH UHODWHG LQGXVWULHV E\ LPSRVI
DIHFWLQJ SKDUPDFHXWLFDO FRPSDQLHV LQFOXGH WKH IROORZLQJ

n  O0DQGDWRU\ UHEDWHV IRU GUXJV VROG LQWR WKH OHGLFDLG SURJUDP KDYH EHHQ L
GUXJV XVHG LQ ULVN EDVHG OHGLFDLG PDQDJHG FDUH SODQV

n 7KH % 'UXJ 3ULFLQJ 3URJUDP XQGHU WKH 3XEOLF +HDOWK 6HUYLFHV $FW KDV EH
SURGXFWV VROG WR FHUWDLQ FULWLFDO DFFHVV KRVSLWDOV FDQFHU KRVSLWDOV

n  3KDUPDFHXWLFDO FRPSDQLIHW OBUN FRXTQW YV HRQWER RQG QDPH GUXJV WR SDWLHQWV :
JDS FRPPRQO\ UHIHUUHG WR DV WKH 'RQXW +ROH

n  3KDUPDFHXWLFDO FRPSDQLHV DUH UHTXLUHG WR SD\ DQ DQQXDO QRQ WD[ GHGXFW
PDUNHW VKDUH RI SULRU \HDU WRWDO VDOHV RI EUDQGHG SURGXFWYV WR FHUWDLQ
'"HSDUWPHRWHRIDRNVUM DQG 'HSDUWPHQW RI 'HIHQVH 6LQFH ZH H[SHFW RXU EUDQGF
SRUWLRQ RI WKH WRWDO IHGHUDO KHDOWK SURJUDP SKDUPDFHXWLFDO PDUNHW Z
RXU ILQDQFLDO FRQGLWLRQ

n  )RU SURGXFW FDQGLGDWHYV FODVVLILHG DV ELRORJLFV DSSURYDO RI DQ DISI$@ILLFD

\HDUV DIWHU WKH GDWH RQ ZKLFK WKH UHIHUHQFH LQQRYDWRU ELRORJLF SURGX

H[WHQVLRQ IRU SHGLDWULF SURGXFWV $IWHU WKLV H[FOXVLYLW\ HQGV LW ZLOO |
OLNHO\ WR UHGXFH WKH SULFLQJ IIRF W XRPKU SSIRRE X PWWE LIDQG/ FRXOG DI
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7KH IXIBIGWY RlI WKH 8 6 KHDOWKFDUH UHIRUP OHJLVODWLRQ FDQQRW EH NQRZQ XQWLO V
LVVXHG E\ WKH &HQWHUV IRU OHGLFDUH OHGLFDLG 6HUYLFHV DQG RWKHU IHGHUDO DQG
KHDOWKFDUH UHIRUP OHJLVODWLRQ RYHU WKH QH[W IHZ \HDUV ZLOO GHSHQG RQ D QXPE
LPSOHPHQWLQJ UHJXODWLRQV DQG JXLGDQFH DQG IFHEMQIG \E\L @ K/HD QMY YROXRP\R | RIH BD &
7KH QHZ OHJLVODWLRQ PD\ DOVR KDYH D SRVLWLY B\ LLRGSFOUFD RIQQ R XWK IK IV X UUHH @ BIWHY Q@ O ME/F
FRYHUDJH LQ WKH 8 6 EXW VXFK LQFUHDVHV DUH XQOLNHO\ WR EH UHDOL]HG XQWLO DS

ORUHRYZHUFDQQRW SUHGLFW ZKDW KHDOWKFDUH UHIRUP LQLWLDWLYHV PD\ EH DGRSWHG
GHYHORSPHQW\WRGHZB LN[ISBIFW RQJRLQJ LQLWLDWLYHY LQ WKH 8 6 WR LQFUHDVH SUHVV
HIHFW RQ DQWLFLSDWHG UHYHQXHV IURP SURGXFW FDQGLGDWHY WKDW ZH PD\ VXFFHVVI.
PD\ DHFW RXU RYHUDOO ILQDQFLDO FRQGLWLRQ DQG DELOLW\ WR GHYHORS SURGXFW FDC(
2XU DELOLW\ WR REWDLQ VHUYLFHV UHLPEXUVHPHQW RU IXQGLQJ IURP WKH IHGHUDO JR
VSHQGLQJ

86 IHGHUDO JRYHUQPHQW DJHQFLHY FXUUHQWO\ IDFH SRWHQWLDOO\ VLIQLILFDQW VSHC(
&RQJUHVV WR HQDFW GHILFLW UHGXFWLRQ PHDVXUHV Rl DW OHDVW WULOOLRQ IRU W
SURJUDPV 7KHVH FXWV ZRXOG LQFOXGH DJJUHJDWH UHGXFWLRQV WR OHGLFDUMWSDWHQJ
8QGHU WKH $PHSILHDQSHOLHI $FW RI ZKLFK ZDV HQDFWHG RQ -DQXDU\ WKH LPS
O0DUFK &HUWDLQ RI WKHVH DXWRPDWLF FXWV KDYH EHHQ LPSOHPHQWHG 7KH IX0O
IHGHUDO VSHQGLQJ LV UHGXFHG DQWLFLSDWHG EXGJHWDU\ VKRUWIDOOV PD\ DOVR LPSLC
WR IXQFWLRQ DW FXUUHQW OHYHOV $PRXQWV DOORFDWHG WR IHGHUDO JUDQWV DQG FR
WKH DELOLW\ Rl UHOHYDQW DJHQFLHV WR WLPHO\ UHYLHZ DQG DSSURYH GUXJ UHVHDUFK
GHOD\ RXU DELOLW\ WR GHYHORS PDUNHW DQG VHOO DQ\ SURGXFWV ZH PD\ GHYHORS

.l DQ\ RI RXU SURGXFW FDQGLGDWHY UHFHLYHYV PDUNHWLQJ DSSURYDO DHGNXHF R ¥ VRVGK EI\
SURGXFW FDQGLGDWH RXU DELOLW\ WR PDUNHW DQG GHULYH UHYHQXH IURP WKH SURG X
,Q WKH HYHQW WKDW DQ\ RI RXU SURGXFW FDQGLGDWHY UHFHLYH UHJXOHFRU F D$$HE® YD
SURGXFWV DQ\ RI WKH IROORZLQJ IXKYLHKVAR KT B QUMW XE’WOLE) RFEN WRVY RI VLIQLILFDQW
DGYHUVMHOGWDRXU UHVXOWYV RI RSHUDWLRQV DQG EXVLQHVV

n UHJXODWRU\ DXWKRULWLHV PD\ ZLWKGUDZ WKHLU DSSURYDO RI WKH SURGXFW RU

n ZH PD\ EH UHTXLUHG WR UHFDOO WKH SURGXFW RU FKDQJH WKH ZD\ WKH SURGXFW

n DGGLWLRQDO UHVWULFWLRQV PD\ EH LPSRVHG RQ WKH PDUNHWLQJ RI WKH SDUWLF
FRPSRQHQW WKHUHRI

n ZH PD\ EH VXEMHFW WR ILQHV LOQMXQFWLRQV RU WKH LPSRVLWLRQ RI FLYLO RU FU

n UHIJXODWRU\ DXWKRULWLHY PD\ UHTXLUH WKH DGGLWLRQ RI ODEHOLQJ VWDWHPHQ

n ZH PD\ EH UHTXLUHG WR FUHDWH D OHGLFDWLRQ *PHIFMH RRW GLYMWULE XKW LRQY NWR RI D

n ZH FRXOG EH VXHG DQG KHOG OLDEOH IRU KDUP FDXVHG WR SDWLHQWYV

n WKH SURGXFW PD\ EHFRPH OHVV FRPSHWLWLYH DQG

n RXU UHSXWDWHRQ PD\ VXI
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Risks Related to Our Common Stock and This Offering

:H DUH DQ HPHUJLQJ JURZMWXGFRP SDQQRW EH FHUWDLQ LI WKH UHGXFHG UHSRUWLQJ UH
FRPSDQLHV ZLOO PDNH RXU FRPPRQ VWRFN OHVV DWWUDFWLYH WR LQYHVWRUYV

H DUH DQ HPHUJLQJ JURZWKHFRPIG QQ WKH -2%6 $FW )RU DV ORQJ DV ZH FRQWIHQ KB\ W
DGYDQWDJH RI HIHPSWLRQV IURP YDULRXV UHSRUWLQJ UHTXLUHPHQWY WKDW DUH DSSOL
FRPSDQLHV LQFOXGLQJ QRW EHLQJ UHTXLUHG WR FRPSO\ ZLWK WKH DXGLWRU DWWHYV
6DUEDQHYV 2[OH\ $FW UHGXFHG GLVFORVXUH REOLJDWLRQV UHJDUGLQJ H[HFXWLYH F
VWDWHPHQWY DQG H[HPSWLRQV IURP WKH UHTXLUHPHQWYV RI KROGLQJ D QRQELQGLQJ
Rl DQ\ JROGHQ SDUDFKXWH SD\PHQWY QRW SUHYLRXVO\ DSSURYHB8 DQHDRGQWURDX DWHGBQ
\HDUV RI DXGLWHG ILQDQFLDO VWDWHPHQWY DQG WZR \HD WV FRIX\OH0 E R VDHGHIR I DILFLD OUR
WR ILYH \HDUV DOWKRXJK FLUFXPVWDQFHV FRXQQGFRDOGLH X \L WRK & RPIHU W K VWY D @0MV RV RDC
DILOLDWHV H[FHHGV PLOOLRQ DV RI DQ\ -XQH EHIRUH WKDW WLPH RU LI ZH KDYH W
\HDU EHIRUH WKDW WLPH LQ ZKLFK FDVHV ZH ZRXOG QR ORQJHU EH DQ HPHUJLQJ JURZW
WKDQ ELOOLRQ LQ QRQ FRQYHUWLEOH GHEW GXULQJ DQ\ WKUHH \HDU SHULRG EHIRUF}
FRPSDQ\ LPPHGYBQWHWOWHU ZH QR ORQJHU TXDOLI\ DV Z® RPHVYWIQUOJURBWKI\FRY ID QAP DO O
ZKLFK ZRXOG DOORZ XV WR WDNH DGYDQWDJH RI PDQ\ Rl WKH VDPH H[HPSWLRQV IURP GL
WKH DXGLWRU DWWHVWDWLRQ UHTXLUHPHQWY RI 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $F
FRPSHQVDWLRQ LQ WKLV SURVSHFWXV DQG RXU SH UFIDROGLAEWU B8 R G WRAWDIQIGL © ¥ R AWRNUDAWZH_ R
DWWUDFWLYH EHFDXVH ZH PD\ UHO\ RQ WKHVH H[HPSWLRQV ,I VRPH LQYHVWRUV ILQG R»
DFWLYH WUDGLQJ PDUNHW IRU RXU FRPPRQ VWRFN DQG RXU VKDUH SULFH PD\ EH PRUH Y

8QGHU WKH -2%6 $FW HPHUJLQJ JURZWK FRPSDQLHV FDQ DOVR GHOD\ DGRSWLQJ QHZ RU
DSSO\ WR SULYDWH RRFNS&DIQUHYVYRFDEO\ HOHFWHG QRW WR DYDLO RXUVHOYHV RI WKLV HJ
WKHUHIRUH ZLOO EH VXEMHFW WR WKH VDPH QHZ RU UHYLVHG DFFRXQWLQJ VWDQGDUGYV
2XU VWRFN SULFH PD\ EH YRODWLOH DQG SXUFKDVHUV RI RXU FRPPRQ VWRFN FRXOG LQ

2XU VWRFN SULFH LV OLNHO\ WR EH YRODQWHO W R$W P DHYRWWE R | DEIOIHV WR BIWDOWWNLU FF
RIHULQJ SULFH 7KH PDUNHW SULFH IRU RXU FRPPRQ VWRFN PD\ EH LQIOXHQFHG E\ PDQ\
SURVSHFWXV WLWOHG 5LVN )DFWRUV DQG WKH IROORZLQJ

n WKH VXFFHVV RI FRPSHWLWLYH SURGXFWVY RU WHFKQRORJLHV

n UHVXOWY RI SUHFOLQLFDO DQG FOLQLFDO VWXGLHV RI RXU SURGXFW FDQGLGDWHY\
FROODERUDWRUYV

n UHJXODWRU\ RU OHJDO GHYHORSPHQWY LQ WKH 8 6 DQG RWKHU FRXQWULHV HVSFH

n LQWURGXFWLRQV DQG DQQRXQFHPHQWY RI QHZ SURGXFWV E\ XV RXU FRPPHUFLDO
LOQWURGXFWLRQV RU DQQRXQFHPHQWYV

n DFWLRQV WDNHQ E\ UHJXODWRU\ DIJHQFLHV ZLWK UHVSHFW WR RXU SURGXFWV FOI
n DFWXDO RU DQWLFLSDWHG YDULDWLRQV LQ RXU ILQDQFLDO UHVXOWY RU WKRVH RI
n WKH VXFFHVVRRIWVRXWRIDFTXLUH RU LQ OLFHQVH DGGLWLRQDO SURGXFWV RU SURG’

n GHYHORSPHQWY FRQFHUQLQJ RXU FROODERUDWLRQV LQFOXGLQJ EXW QRW OLPLW
FRPPHUFLDOL]DWLRQ SDUWQHUV

n DQQRXQFHPHQWY E\ XV RU RXU FRPSHWLWRUV RI VLIQLILFDQW DFTXLVLWLRQV VW

n GHYHORSPHQWY RU GLVSXWHV FRQFHUQLQJ SDWHQWYV RU RWKHU SURSULHWDU\ UL
SDWHQW SURWHFWLRQ IRU RXU SURGXFWYV
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n  RXU DELOLW\ RU LQDELOLW\ WR UDLVH DGGLWLRQDO FDSLWDO DQG WKH WHUPV RQ

n  WKH UHFUXLWPHQW RU GHSDUWXUH RI NH\ SHUVRQQHO

n FKDQJHV LQ WKH VWUXFWXUH Rl KHDOWKFDUH SD\PHQW V\VWHPYV

n PDUNHW FRQGLWLRQV LQ WKH SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\ VHFWRUV

n DFWXDO RU DQWLFLSDWHG FKDQJHV LQ HDUQLQJV HVWLPDWHV RU FKDQJHV LQ VWEF
RWKHU FRPSDUDEOH FRPSDQLHV RU RXU LQGXVWU\ JHQHUDOO\

n RXU IDLOXUH RU WKH IDLOXUH RI RXU FRPSHWLWRUV WR PHHW DQDO\WVWVY SURMHEFV

n IOXFWXDWLRQV LQ WKH YDOXDWLRQ RI FRPSDQLHV SHUFHLYHG E\ LQYHVWRUV WR |

n DQQRXQFHPHQW DQG H[SHFWDWLR@RWWGGLWLRQDO ILQDQFLQJ HI

n  VSHFXODWLRQ LQ WKH SUHVV RU LQYHVWPHQW FRPPXQLW\

n  WUDGLQJ YROXPH RI RXU FRPPRQ VWRFN

n  VDOHV RI RXU FRPPRQ VWRFN E\ XV RU RXU VWRFNKROGHUYV

n FKDQJHV LQ DFFRXQWLQJ SULQFLSOHYV

n  WHUURULVW DFWV DFWV RI ZDU RU SHULRGV Rl ZLGHVSUHDG FLYLO XQUHVW

n  QDWXUDO GLVDVWHUV DQG RWKHU FDODPLWLHV DQG

n  JHQHUDO HFRQRPLF LQGXVWU\ DQG PDUNHW FRQGLWLRQV

,Q DGGLWLRQ WKH VWRFN PDUNHWYV LQ JHQHUDO DQG WKH PDUNHWYV IRU SKDUPDRBXWL
H[SHULHQFHG H[WUHPH YRODWLOLW\ WKDW KDV EHHQ RIWHQ XQ@KHWODD W HB D/GRPW K N HR/E DD
PD\ VHULRXVO\ KDUP WKH PDUNHW SULFH Rl RXU FRPPRQ VWRFN UHJDUGOHVV RI RXU RS

<RX ZLOO H[SHULHQFH LPPHGLDWH DQG VXEVWDQWUWUDQJ@OLMXWDR® [BWY WL HB¥KDG KL WLKRYI
. \RX SXUFKDVH FRPPRQHUALRBN D\QVWKILQIRDLRNEDWIFFRIR | WKH PLGSRLQW RI WKH 1
SURVSHFWXV \RX ZLOO LQFXU LPPHGLDWH DQG VXEVWDQWLDHUBQBKWEIHRMDZRHQ WKH BNV X
RIHULQJ SULFH RI SHU VKDUH DQG RXU SUR IRUPD Q HMAiFWD QRHMXHO\E RRNG YWDIOHK IF RSQH
RXWVWDQGLQJ VKDUHV RI RXU SUHIHU U HIG WMRF N RISHRRLY WWXHH 6 OZFDULOD QRN WIBLQB RISW LR QV
FRPPRQ VWRFN DW SULFHV VLJQLILFDQWO\IEHD®Z SWKHF HD VK RH GXIQH.WLDO SWEBUF RHUH
RXWVWDQGLQJ ZDUUDQWYV DQG V K D BHW K\HX B (AW HF @AVMAR KIDXW WK B Q16 IRQXWR SWDICRIL\D J7
H[HUFLVHG \RX ZLOO LQFXU IXUWKHU GLOXWLRQ

7KH IXWXUH LVVXDQFH RI HTXLW\ RU RI GHEW VHFXULWLHVY WKDW DUH FRQYHUWLEOH LQV
H PD\ FKRRVH WR UDLVH DGGLWLRQDO FDSLWDO LQ WKH IXWXUH GHSHQGLQJ RQ PDUNH
WKH H[WHQW WKDW DGGLWLRQDO FDSLWDO LV UDLVHG WKURXJK WKH LVVXDQFH RI VKDUHI
YXWXUH LVVXDQFHV RI RXU FRPPRQ VWRFN RWKHU HTXLW\ VHFXUIFRXIO\G RG YW KW FHSOKHE M/S)
RI RXU FRPPRQ VWRFN DQG LPSDLU RXU DELOIHWL @R/ (R} LWKID BBIYL RAD ® THKK WR X/IHKF U AL HH \R
WKHHFIW LWKQ@W IXWXUH VDOHV RI RUGLQDU\ VKDUHV RU WKH DYDLODELOLW\ Rl FRPPRQ
FRPPRQ VWRFN

7KH VDOH RI D VXEVWDQWLDO QXPEHU RI VKDUHV PD\ ORZHU WKH PDUNHW SULFH IRU RX!
7KH VDOH RI D VXEVWDQWLDO QXPEHU RI VKDUHV RI RXU FRPPRQ VWRFN LQ WKH SXEOLF
WKH SHUFHSWLRQ WKDW VXRK®06 OH\V IR KPBORFFXORZHU WKH PDUNHW SULFH |IRHWRXQU FRI
KDYH RXWVWDQGLQJ VKDUHV Rl FRPPRQ VWRFN EDVHG RQ WKH QXPEHU RI VKDU!
WKDW ZH DUH VHOOLQJ LIXWHKLPRIEH UHVROG LQ WKH SXEOLF PDUNHW LPPHGLDWBOD WIH
WKH UHPDLQLQJ VKDUHV VKDUHY DUH FXUUHQWO\ UHVWULFWHG DV D UHVXOW F
WKHHRILQJ DV GHVFULEHG LQ WKH VHFWLRQ RI WKLV SURVSHFWXV HRRMHGALOMG! 06 KIDWHIMI (¢
KROGHUV RI DQ DJJUHJDWH RI XS WR VKDUHV Rl RXU FRPPRQ VWRFN ZLOO KDYH
VWDWHPHQWYV
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FRYHULQJ WKHLU VKDUHV RU WR LQFOXGH WKHLU VKDUHV LQ UHJLVWUDWLR® \DWLW HRNQ
UHJLVWHU DOO VKDUHV RI FRPPRQ VWRFN WKDW ZH PD\ LVVXH XQGHU RXU HTXLW\ LQFHQ
WKH SXEOLF PDUNHW XSRQ LVVXDQFH VXEMHFW QLR W R® X0RHG OW R HWIDRF INR QY DBESHOHFIBDE@ W M
VHFWLRQ RI WKLV SURVSHFWXYV

7KH HPSOR\PHQW DJUHHPHQWYV ZILWWKWRXBMH[HATWLYH RV WR SD\ VHIY.HHDgFKE HDQH IMWHU W
FRQQHFWLRQ ZLWK D FKDQJH Rl FRQWURO RI XV ZKLFK FRXOG KDUP RXU ILQDQFLDO FRQ
2XU H[HFXWEMHWDUH SDUWLHV WR HPSOR\PHQW DJUHHPHQWY SURYLGLQJ LQ WKH HYHQ'
FRQWURO RI XV IRU DJJUHJDWH FDVK SD\PHQWV RI XS WR DSSUR[LPDWHO\ PLOOLF
VWRFN RSWLRQV ZLWK D YDOXH RI DSSUR[LPDWHO\ PLOOLRQ DV RI -XQH 7K
HILVWLQJ VWRFNKROGHUV DQG KDUP WKH PDUNHW SULFH RI RXU FRPPRQ VWRFN 7KH SD)
FRQGLWLRQ ,Q DGGLWLRQ WKHVH SRWHQWLDO VHYHUDQFH SD\PHQWYV PD\ GLVFRXUDJH

$Q DFWLYH WUDGLQJ PDUNHW IRU RXU FRPPRQ VWRFN PD\ QRW GHYHORS

3ULRU WRHWIKQY RMKHUH KDV EHHQ QR SXEOLF PDUNHW IRUHRXQ FRRRRA MURRXNU FARP BR QW
GHWHUPLQHG WKURXJK QHIJRWLDWLRQV ZLWK WKH XQGHUZULWHUV $OWKRXJK ZH KDYH D
*OREDO ODUNHW DQ DFWLYH WUDGLQJ PDUNHW IRU RXU VKD UHVHULQQ H YIHNQGHIF\WM OWRHS ARIA
FRPPRQ VWRFN GRHV QRW GHFXOW S RUW D WERHVGIO O V K D WHIYL\RIX Z3 XVUKFRODW H6 HQ UWMK/ML R V
VKDUHV RU DW DOO

%HFDXVH RXU PDQDJHPHQW ZLOO KDYH EURDG GLVFUHWLRQ R YIHW MQIH YRXH PRI\ @ IRKV @HW H
XVH WKHP DQG WKH SURFHHGVY PD\ QRW EH LQYHVWHG VXFFHVVIX0OO\

" H LQWHQG WR XVH WKH QHW SIHRIEKHGVRWMR X& UHR/P MIKAK IRRG GHYHORSPHQW DQG FOLQ
LQWHOOHFWXDO SURS HU/G\ P\@ KEHW HIFKQ-RUDRJ\FRUSRUDWH SXUSRVHV LQFOXGLQJ IXDP®IGQJ
WKHUHIRUH RXU PDQDJHPHQW ZLOO KDYH EURDWE. GL\BFURFWMHREQY DR/K FERUAK @ HOWH RIL VK R R
PDQDJHPHQW ZLWK UHJDUG WR WKH XVH RI WKHVH QHW SURFHIBEM RQ GRUVRX [ZQ DDV QPP KV
ZKHWKHU WKH SURFHHGV DUH EHWQV XS/RN\G/ DG H RISKDLW WHKH SURFHHGY ZLOO EH LQYHVWF
UHWXUQ IRU RXU FRPSDQ\

, ] VHEXULWLHYVY RU LQGXVWU\ DQDO\VWY GR QRW SXEOLVK UHVHDUFK RU UHSRUWY DERXW
RSLQLRQ UHJDUGLQJ RXU VWRFN RXU VWRFN SULFH DQG WUDGLQJ YROXPH FRXOG GHFOlI
7KH WUDGLQJ PDUNHW IRU RXU FRPPRQ VWRFN ZLOO EH LQIOXHQFHG E\ WKH UHVHDUFK D
EXVLQHNWGR QRW FXUUHQWO\ KDYH DQG PD\ QHYHU REWDLQ UHVHDUFK FRYHUDJH E\ VHEF:
DQDO\WWYV FRPPHQFH FRYHUDJH RI XV WKH WUDGLQJ SULFH IRU RXU VWRFN ZRXOG EH Ql
DQDO\WW FRYHUDJH LI DQ\ RI WKH DQDO\WWWYV ZKR FRYHU XV LVVXH DQ DGYHUVH RU PLVO
SURSHUW\ RU RXU VWRFN SHUIRUPDQFH RU LI RXU WDUJHW VWXGLHY DQG RSHUDWLQJ U
OLNHO\ GHFOLQH ,I RQH RU PRUH RI WKHVH DQDO\WWY FHDVH FRYZHJBRN RG XR RHW YDVOEW
PDUNHWY ZKLFK LQ WXUQ FRXOG FDXVH RXU VWRFN SULFH RU WUDGLQJ YROXPH WR GHF

2XU SULQFLSDO VWRFNKROGHUV DQG PDQDJHPHQW RZQ D VLJQLILFDQW SHUFHQWDJH RI |
PDWWHUV VXEMHFW WR VWRFNKROGHU DSSURYDO
%DVHG RQ WKH EHQHILFLDO RZQHUVKLS RI RXU FRPPRQ MNWREN DRKRURI DQG GLUHFWRUV |
KROGHUV RI ILYH SHUFHQW RU PRUH Rl RXU RXWAMNRQ ®LGE WK PlIRIR QUMDWARHFARWE BOHODEH\Y K L VF
DSSUR[LPDWHO\ SHUFHQW RI RXU RXWVWDQGLQJ FRPPRQ VWRFN DVVXPLQJ QR H[HUF
FRPPRQ VWRFN ,I WKRVH VW RFNKRWDHG YD D D\G LW K HIKRDKDYH LQGLFDWHG DQ LQWHUHVW
VKDUHV Rl RXU FRPPRQHWM/RBENSKQPMRVW PIOO RI WKLY FRPPRQ VMARFN XSR @ ¢ R BEGHIE CRS
SHU VKDUH RXU GLLLHFFMHWMR UD/Q G [SHFXQFLLYSHD ® IV W R F N K RLCOGHDWWH W R LIS KEHHUQ Bl WAL DVOX®H
DSSUR[LPDWHO\ SHUFHQW RI RXU RXWVWDQGLQJ FRPPRQ VWRFN RU
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SHUFHQW LI WKH XQGHUZULWHUY H[HUFLVH WKHLU RYHUDOORWPHQ@WORS MRRWL GXH W
LQIOXHQFH RYHU WKH RXWFRPH RI FRUSRUDWH DFWLRQV UHTXLULQJ VWRFN KFRRAEG/HRW DGBY
VDOH RI DOO RU VXEVWDQWLDOO\ DOO RI RXU DVVHWY DQG DQ\ RWKHU VLJQLILFDQW FRU
DV RU PD\ HYHQ FRQIOLFW ZLWK \RXU LQWHUHVWYV )RU H[DPSOH WKHVH VWRFNKRBGHY \
VXFK D FKDQJH RI FRQWURO ZRXOG EHQHILW RXU RWKHU VWRFNKROGHUV ZKLFK FRXOG ¢(
WKHLU FRPPRQ VWRFN DV SDUW RI D VDOH RI RXHFRRMXH S RHUYRX O DQ/JIV A BVY/N B @G SRILAHWRD
VLIQLILFDQW FRQFHQWUDWLRQ RI VWRFW RZKQHHWUYRICS. @ D\SDGFH WRVHRXNUDFRPPRQ VWRFN G)
RI LQOWHUHVW PD\ H[LVW RU DULVH

$QWL WDNHRYHU SURYLVLRQV LQ RXU FKDUWHU GRFXPHQWY DQG XQGHU 'HODZDUH ODZ F
RXU VWRFNKROGHUNWX®WRWHGLAD\ SUHYHQW DWWHPSWV E\ RXU VWRFNKROGHUV WR UHSOI
BURYLVLRQV LQ RXU FHUWLILFDWH RI LQFRUSRUDWLRQ DQG RXU E\ODZV PD\ GHOD\ RU SL
WKHVH SURYLVLRQV PD\ IUXVWUDWH RU SUHYHQW DQ\ DWWHPSWV E\ RXU VWRFNKROGHU)\
GLIFXOW IRU VWRFNKROGHUY WR UHSODFH PHPEHUV RI RXU ERDUG RI GLUHFWRUV %HFD
RXU PDQDJHPHQW WHDP WKHVH SIBHR WL OR @W ARV LE) WXU YWRFNKROGHUV WR UHSODF
7TKHVH SURYLVLRQV LQFOXGH

n D SURKLELWLRQ RQ DFWLRQV E\ RXU VWRFNKROGHUV E\ ZULWWHQ FRQVHQW

n D UHTXLUHPHQW WKDW VSHFLDO PHHWLQJV Rl VWRFNKROGHUV EH FDOOHG RQO\ E\
FKLHI H[HFXWHYHRRIWKH SUHVLGHQW

n  OLPLWDWLRQV RQ WKH UHPRYDO RI GLUHFWRUV

n DGYDQFH QRWLFH UHTXLUHPHQWY IRU HOHFWLRQ WR RXU ERDUG RI GLUHFWRUYV DC
PHHWLQJV DQG

n  WKH DXWKRULW\ RI WKH ERDUG RI GLUHFWRUV WR LVVXH SUHIHUUHG VWRFN ZLWK

ORUHRYBHFDXVH ZH DUH LQFRUSRUDWHG LQ '"HODZDUH ZH DUH JRYHUQHG E\ WKH SURYLV
DV DPHQGHG ZKLFK SURKLELWY D SHUVRQ ZKR RZQV LQ H[FHVV RI SHUFHQW RI RXU RX
SHULRG RI WKUHH \HDUV DIWHU WKH GDWH RI WKH WUDQVDFWLRQ LQ ZKLFK WKH SHUVRQ
WKH PHUJHU RU FRPELQDWLRQ LV DSSUKHWG ISURYEVHRQVLERDOBDMSHOJ) HYHQ LI WKH SU
FRQVLGHUHG EHQHILFLDO E\ VRPH VWRFNKROGHUV

H ZLOO LQFXU LQFUHDVHG FRVWYV DV D UHVXOW RQ® RKWDRDLQD JHP DQIKEZO0P ERIPSB DX LU
WLPH WR QHZ FRPSOLDQFH LQLWLDWLYHY DQG FRUSRUDWH JRYHUQDQFH SUDFWLFHYV

$V D SXEOLF FRPGS@UWLFXODUO\ DIWHU ZH DUH QR ORQ@BHZLOQ H®FHXUL\QY QURAWK \WRPII
H[SHQVHY WKDW ZH GLG QRW L Q FXH I5\D DEDDIHAD MO R PEW QWKMH 6 "GE HWDSHNRUP DQG &RQ
WKH OLVWLQJ UHTXLUHPHQWYV RI WKH 1$6'$4 DQG RWKHU DSSOLFDEOH VHFXULWLHV UXOF
LQFOXGLQJ HVYWDEOLVKPHQWBWG YRDGQWHIRD/QXFH FOQHI ILQDQFLDO FRQWUROV DQG FRUSFE
RWKHU SHUVRQQHO ZLOO QHHG WR GHYRWH D VXEVWDQWLDO DP RXGWHR UNWLRY HVERGWKHNKI
RXU OHJDO DQG ILQDQFLDO FRPSOLDQFH FRVWYV DQG ZLOO PDNJMHRVRP[D DFOH. YZ M HH S HERW
DQG UHJXODWLRQV PDIEXOMW DM ERARUBIH[SHQVLYH IRU IX¥HWROR BW DQ QWA LIUHPWRW P GZ R
PRUHIIGAXOW IRU XV WR DWWUDFW DQG UHWDLQ TXDOLILH® KHWH XD RV BXG BRI G DRW IGR(
YDU\LQJ LQWHUSUHWDWLRQV LQ PDQ\ FD\DHMGGRM BV R AWKGOLW QADKEHNL B | DSSSHORLADLWVRQ LQ S
JXLGDQFH LV SURYLGHG E\ UHJXODWRU\ DQG JRYHUQLQJ ERGLHV 7KLV FRXOG UHVXOW L
FRVWVY QHFHVVLWDWHG E\ RQJRLQJ UHYLVLRQV WR GLVFORVXUH DQG JRYHUQDQFH SUDF\
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:H DUH QRW FXUUHQWO\ UHTXLUW® XORH ¥ RPISDOW Z21RVSI0 MWVRHOQOM S HFWLRQ Rl WKH 6DUEDQF
WKHUHIRUH QRW UHTXLUHG WR P DN HI HDF VRIUYPHD(DH B V VRH VR PW Q Y VWRH UMKDHD HFIRQWU RO RYHU ILQ
6HFWLRQ ZH ZLOO EH UHTXLUHG WR IXUQLVK D UHSRUW E\ RXU PDQDJHPHQWKLRIH ROHUU

DQ HPHUJLQJ JURZWK EROSD@RW EH UHTXLUHG WR LQFOXGH DQ DWWHVWDWLRQ UHSRUW
LQGHSHQGHQW UHJLVWHUHG S )DF®LF DH FRRPGW LD @ FHUPLWK 6HFWLRQ ZLWKLQ WKH SUH
SURFHVV WR GRFXPHQW DQG HYDOXDWH RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSI
FRQWLQXH WR GHGLFDWH LQWHUQDO UHVRXUFHV SRWHQWLDOO\ HQJDJH RXWVLGH FRQV
DGHTXDF\ Rl LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ FRQWLQXH VWHSV WR L
FRQWUROV DUH IXQFWLRQLQJ DV GRFXPHQWHG DQG LPSOHPHQW D FRQWLQXRXV UHSRUW
UHSRUWLQJ 'HNRIMWH RXW WH LV D ULVN WKDW ZH ZLOO QRW EH DEOH WR FRQFOXGH ZLW
RYHU ILQDQFLDOIMFHWRYMW DYJUHTKLUHG E\ 6HFWLRQ .l ZH LGHQWLI\ RQH RU PRUH PDW
UHDFWLRQ LQ WKH ILQDQFLDO PDUNHWY GXH WR D ORVV Rl FRQILGHQFH LQ WKH UHOLDEI
PHHW WKHVH UHTXLUHPHQWY ZH PD\ QRWHEHS 6'B0 H O\RE DO PDILUN OWVWHG RQ

%HFDXVH ZH GR QRW DQWLFLSDWH SD\LQJ DQ\ FDVK GLYLGHQGV RQ RXU FDSLWDO VWZRLF
EH \RXU VROH VRXUFH RI JDLQ

:H KDYH QHYHU GHFODUHG RU SDLG FDVK GILFXGHRGW RQLKQWH G0 SUR I W IVIRF NIMOEO IRQ R® E
JURZWK DQG GHYHORSPHQW RI RXU EXVLQHVV ,Q DGGLWLRQ HEX)RERID BXUEE B RXAALSW RC
SD\LQJ GLYLGHQGV RQ RXU HTXLW\ VHFXULWLHV DQG DQ\ IXWXUH GHEW DJUHHPHQWYV PC
DSSUHFLDWLRRQRXULDFRPPRQ VWRFN ZLOO EH \RXU VROH VRXUFH RI JDLQ IRU WKH IRUHVHI
H PD\ LQFXU VLJQLILFDQW FRVWV IURP FODVV DFWLRQ OLWLJDWLRQ GXH WR RXU H[SHF)\
2XU VWRFN SULFH PD\ IOXFWXDWH IRU PDQ\ UHDVRQV LQFOXGLQJ DV D UHVXOW RI SIREQ\
RU WKH GHYH®RSWPHRWRKIU FROODERUDWRUV RU FRPSHWLWRUV WKH DGGLWLRQ RU GHSEC
UHVXOWY DQG FKDQJHV LQ PDUNHW YDOXDWLRQV RI SKDUPDFHXWLFDO DQG ELRWHFKQRC
SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\ FRPSDQLHYV KDYH H[SHULHQFHG VLJQLILFDQW VW
KDV EHHQ YRODWLOH DV RXU VWRFN SULFH PD\ EH KROGHUV RI WKDW VWRFN KDYH RFFD
WKDW LVVXHG WKH VWRFN ,I DQ\ RI RXU VWRFNKROGHUV ZHUH WR EULQJ D ODZVXLW RI \
VXEVWDQWLDO FRVWV GHIHQGLQJ WKH ODZVXLW 7KH ODZVXLW FRXOG DOVR GLYHUW WK

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ GHVLJQDWHYV WKH &RXL
H[FOXVLYH IRUXP IRU FHUWDLQ W\SHV Rl DFWLRQV DQG SURFHHGLQJV WKDW PD\ EH LQLW
VWRFNKROGHUV DELOLW\ WR REWDLQ D IDYRUDEOH MXGLFLDOLFRHUXPRBIHBSYBXMHN ZLW
2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ SURYLGHV WKDW VXEM
ZLOO EH WKH VROH DQG H[FOXVLYH IRUXP IRU DQ\ GHULYDWLYH DFWLRQ RU SURFHHGLQJ
ILGXFLDU\ GXW\ RZHG E\ DQ\LRHBX R G [RMMKEMRHPSRR\HHV WR XV RU RXU VWRFNKROGHUV
SXUVXDQW WR DQ\ SURYLVLRQ RI WKH 'HO D ¥ DOUAHH OHQHGU DRX & FOPPSHRUIDHAGL RQ GDZHVWDWHG Ft
DPHQGHG DQG UHVWDWHG E\ ODZV RU DQ\ RWKHU DFWLRQ DVVHUWLQLDVFOREW WLQH Q¥Y
HQWLW\ SXUFKDVLQJ RU RWKHUZLVH DFTXLULQJ DQ\ LQWHUHVW LQ VKDUHV RI RXU FDSLV
SURYLVLRQV RI RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ GMNVFELU
WR EULQJ D FODLP LQ D MXGLFLDO IRUXP WKDW LW ILQG VL FIYURURE GRHV KRHIU GLPVSSOXRW H | \Z LN
VXFK ODZVXLWYV DJDLQVW XV FAHUY PXUG GILAB-ORYRHVI BROAVREKU@DIHWH MR ILQG WKHVH SURYI
UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ LQDSSOLFDEOH WR RU XQHQIRUFHDEOH L¢
PD\ LQFXU DGGLWLRQDO FRVWV DVVRFLDWHG ZLWK UHVROYLQJ VXFIK PW W\ H UR/X V Q QR-W K HI
FRQGLWLRQ
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

7KLV SURVSHFWXV FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY WKDW LQYROYH ULVNV D(
FRQWDLQHG LQ WKLY SURVSHFWXV DUH IRUZDUG ORRNLQJ VWDWHPHQWY ,Q VRPH FDVHYV
PD\ FRXOG ZLOO ZRXOG VKRXOG H[SHFW SODQ DQWLFLSDWH EHOLHYH F
FROQWLQXH SRWHQWLDO RQJRLQJ RU WKH QHJDWLYH RAKWNMHMVR WHWRKY CRRR R IMKH Y WR
DUH QRW OLPLWHG WR VWDWHPHQWY DERXW

n  WKH LQLWLDWLRQ WLPLQJ SURJUHVV DQG UHVXOWV RI RXU UHVHDUFK DQG GHYHC
,QYHVWLJDWLRQDO 1HZ 'UXJ DSSOLFDWLRQ 1HZ 'UXJ $SSOLFDWLRQ DQG RWKHU UF

n RXU GHSHQGHQFH RQ RXU H[LRZ\DL @D NF\RRO OIDERURBR/ RUWG .+. IRU GHYHORSLQJ RE
FRPPHUFLDOL]LQJ SURGXFW FDQGLGDWHY LQ WKH FROODERUDWLRQ

n  RXU UHFHLSW DQG WLPLQJ RI DQ\ PLOHVWRQH SD\PHQWYV RU UR\DOWLHV XQGHU RX
DUUDQJHPHQW ZLWK DQ\ IXWXUH FROODERUDWRU

n  RXU DELOLW\ WR LGHQWLI\ DQG GHYHORS SURGXFW FDQGLGDWHYV IRU WUHDWPHQW

n  RXU RUD FRUDMEERPUMWRWR REWDLQ DQG PDLQWDLQ UHJXODWRU\ DSSURYDO RI DQ\

n  WKH UDWH DQG GHJUHH RI PDUNHW DFFHSWDQFH RI DQ\ DSSURYHG SURGXFWV FDQ

n  WKH FRPPHUFLDOL]DWLRQ RI DQ\ DSSURYHG SURGXFW FDQGLGDWHYV

n RXU DELOLW\ WR HVWDEOLVK DQG PDLQWDLQ DGGLWLRQDO FROODERUDWLRQV DQG
FROODERUDWLRQV

n WKH LPSOHPHQWDWLRQ RI RXU EXVLQHVV PRGHO DQG VWUDWHJILF SODQV IRU RXU

n RXU HVWLPDWHV RI RXU H[SHQVHVY RQJRLQJ ORVVHV IXWXUH UHYHQXH DQG FDSLW

n RXU DELOLW\ WR REWDLQ DGGLWLRQDO IXQGV IRU RXU RSHUDWLRQV

n  RXU DELOLW\ WR REWDLQ DQG PDLQWDLQ LQWHOOHFWXDO SURSHUW\ SURWHFWLRG
RXU EXVLQHVV ZLWKRXW LQIULQJLQJ WKH LQWHOOHFWXDO SURSHUW\ ULJKWV RI R\

n RXU UHOLDQFH RQ WKLUG SDUWLHV WR FRQGXFW RXU SUHFOLQLFDO VWXGLHV RU [

n RXU UHOLDQFH RQ WKLUG SDUW\ VXSSO\ DQG PDQXIDFWXULQJ S DUMEQMHLIYXWR- WX S S$i
UHVHDUFK DQG GHYHORSPHQW SUHFOLQLFDO DQG FOLQLFDO WULDO GUXJ VXSSOL

n RXU DELOLW\ WR DWWUDFW DQG UHWDLQ TXDOLILHG NH\ PDQDJHPHQW DQG WHFKQ|

n RXU XVH RI QHW SURFHHGHWUW®JIXV IURP WKLV RI

n RXU H[SHFWDWLRQV UHJDUGLQJ WKH WLPH GXULQJ ZKLFK ZH ZLOO EH DQ HPHUJLQ.
SFW

n RXU ILQDQFLDO SHUIRUPDQFH DQG

n  GHYHORSPHQWYV UHODWLQJ WR RXU FRPSHWLWRUV RU RXU LQGXVWU\

7TKHVH VWDWHPHQWY UHODWH WR IXWXUH HYHQWY RU WR RXU IXWXUH ILQDQFLDO SHUIRL
IDFWRUV WKDW PD\ FDXVH RXU DFWXDO UHVXOWY SHUIRUPQWFK RR DEFK LDHW XB H QW V XORNV |
DFKLHYHPHQWY H[SUHVVHG RU LPSOLHG E\ WKHVH IRUZDUG ORRNLQJ VMWD WBWHQWNO QD Fi
H[SHFWDWLRQV LQFOXGH DPRQJ RWKHU WKLQJV WKRVH GHVFULEHG LQ WKH VHFWLRQ W

$Q\ IRUZDUG ORRNLQJ VWDWHPHQW LQ WKLV SURVSHFWXV UHIOHFWV RXU FXUUHQW YLHZ
XQFHUWDLQWLHY DQG DVVXPSWLRQV UHODWLQJ WR RXU RSHUDWLRQV UHVXOWYV RI RSHL
QRW SODFH XQGXH UHOLDQFH RQ WKHVH IRUZDUG ORRKHQOVWWP W QRHREOL JO MHRW BDAR XH
IRUZDUG ORRNLQJ VWDWHPHQWYV IRU DQ\ UHDVRQ HYHQ LI QHZ LQIRUPDWLRQ EHFRPHV C
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7KLY SURVSHFWXV DOVR FRQWDLQV HVWLPDWHYV SURMHFWLR@V EXGLRWWYHY WD QG I RUKMHD OB
LQFOXGLQJ GDWD UHJDUGLQJ WKH HVWLPDWHG VL]H RI WKRVH PDUNHWYVY WKHLU SURMHF
,QIRUPDWLRQ WKDW LV EDVHG RQ HVWLPDWHV IRUHFDVWY SURMHFWLRQV RU VLPLODU F
FLUFXPVWDQHRHY PDWGEHWILDOO\ IURP HYHQWY DQG FLUFXPVWDQFHYV UHIOHFWHG LQ WKLV L
WKLV LOQEXVIMYHVY PDUNHW DQG RWKHU GDWD IURP UHSRUWY UHVHDUFK VXUYH\V PHGBKE

DQG JHQHUDO SXEOLFDWLRQV JRYHUQPHQW GDWD DQG VLPLODU VRXUFHV ,Q VRPH FDV!H
GHULYHG
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STATISTICAL DATA AND MARKET INFORMATION

7KLV SURVSHFWXV FRQWDLQV HVWLPDWHY SURMHFWLRQV DQG RWKHU VWDWLVWLFDO GELC
JURZWK WKH LQFLGHQFH RI FHUWDLQ PHGLFDO FRQGLWLRQV DQG RWKHU LQGXVWU\ GDW
DUH FDXWLRQHG QRW WR JLYH XQGXH EBYBHKQRWRLQEHS HQBHQ WWHYHULILHG WKH DFFXUL
LQ WKHVH LQGXVWU\ SXEOLFDWLRQV DQG RWKHU UHSRUWY 7KH LQGXVWU\ LQ ZKLFK ZH |
LQFOXGLQJ WKRVH GHVFULEHG LQ WKH 5LVN )DFWRUV VHFWLRQ RI WKLV IHWRNBWHWXBO'!
WKRVH H[SUHVVHG LQ WKHVH SXEOLFDWLRQV DQG UHSRUWYV
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USE OF PROCEEDS

:H HVYWLPDWH WKDW RXU QHW SURFHHGV IURP WKH VDOH Rl WKH VKDUHV RI FRPPRQ VWR
RIHULQJ SULFH RI SHU VKDUH ZKLFK LV WKH PLGSRLQW RI WKH SULFH UDQJH VHW
XQGHUZULWLQJ GLVFRXQWY DQG FRRPLYY QM @VHI/ B\DWRLPOMW EG XM ,| WKH XQGHUZULWH
DGGLWLRQDO VKDUHV LQ IXO0 ZH HVWLPDWH W KIHW LAH) ZR100DS 5 H R HLPHWRHOW S U R F H PIGZWOIIL
XQGHUZULWLQJ GLVFRXQWY DQG FRIPBLYY LS M @OWHY H\DWRLPOM & XM

cHLOQWHQG WR XVH RXU QHWHBURFHRGVZ RURIR QUKENVSRWDO IXQGLQJ UHVHDUFK DQG GHYH
H[SHQVHVY SRWHQWLDO LQ OLFHQVLQJ RI LQWHOOHFWXDO SURSHUW\ DQG WHFKQRORJ\ D

$ LOFUHDVH GHFUHDVH LQ WKHHDVYOXPHG. ERLIRVLDO SXBOIUFWIDUH ZRXOG LQFUHDVH
RIHULQJ E\ DSSUR[LPDWHO\ PLOOLRQ DVMXPH® EWXDWDW R/H W@ XRPMK RIQVWEUHHAMR R H
UHPDLQV WKH VDPH DQG DIWHU GHGXFWLQJ XQGHUZULWHQL GLWEBHQWHV FRPPLVVLRQV D

7KH H[SHFWHG XVH RI WKH QHWMSURFHHSVHVREWAMRXRILQWHQWLRQV EDVHG XSRQ RXU F
FRXOG FKDQJH LQ WKH IXWXUH DV RXU SODQRKHDDREREKRYWNQ BQG MRLPE QW LRRIQR/X H YOIRFONXID O H [
IDFWRUV LQFOXGLQJ WKH SURJUHVV RRBWV SWKHR QUHHWEFOWVGRIYBQRBEBHQMFBIO WULDOV DC(
QHHGV $V D UHVXOW RXU PDQDJHPHQW ZLOO KDYH EURDG GHVEQHWIRWKIRX DK ZE\PQJI XM
QHW SURFHHGMWIQWKRY RMMKH DFTXLVLWLRQ RU OLFHQVLQJ RI SURGXFW FDQGLGDWHY Wt
EXVLQHVVHY ZH KDYH QR FXUUHQW XQGHUVWDQGLQJY DJUHHPHQWYV RU FRPPLWPHQWYV !

3JHQGLQJ WKH XVH RI WKH $SHRFRHGHIUGRWHNXE WRILQYHVW WKH QHW SURFHHGV LQ VKRU\
VHFXULWLHY FHUWLILFDWHY RI GHSRVLW RU JRYHUQPHQW VHFXULWLHYV
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DIVIDEND POLICY

:H FXUUHQWO\ LQWHQG WR UHWBRUQXNKHW X@Q W K B IRBLFQUIYW LR Q QRI RXU E XV HQKINYHDQIEY WR G
SDLG FDVK GLYLGHQGY RQ RXU FRPPRQ VWRFN DQG ZH GR QRW LQWHQG WR SD\ DQ\ FDVK
IXWXUH GHWHUPLQDWLRQ UHODWHG WR RXU GLYLGHQG SROLF\ ZLOO EH PDGH DW WKH Gl
LQFOXGLQJ IDFWRUV VXFK DV RXU UHVXOWV Rl RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQ
FRQWUDFWXDO DUUDQJHPHQWV
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CAPITALIZATION

7KH IROORZLQJ WDEOH VHWYV IRUWK RXU FDVK DQG FDVK HTXLYDOHQWY DQG FDSLWDOL]LC

n RQ DQ DFWXDO EDVLV

n RQ D SUR IRUPD EDVLV WR UHIOHFW WKH FRQYHUVLRQ RI DOO RI RXU RXWVWDQGLC
LPPHGLDWHO\ SULRU WRIARREQOHIMMEB®Q RI WKLV RI

n RQ D SUR IRUPD DV DGMXVWHG EDVLVY WR UHIOHFW WKH FRQYHUVLRQ UHIHUUHG WF
RIHULQJ DW DQ DVVXPHEBUWXAIWEDIOFAXEIOLF RI SHU VKDUH WKHHRIL®SRIQWF HR IUW & BiHI
WKH FRYHU RI WKLV SURVSHFWXV DIWHU GHGXFWLQJ HVWLPDWHG XROGHQX HI[SHQV
SD\DEOH E\ XV DQG WKH ILOLQJ RI RXU bPHQGHG bQG UHVWDWHG FHUWLILFDWH RI
WKLWHRLQJ

7KH LQIRUPDWLRQ EHORZ2XW LRKDO KV WQ® WDYK ROOLYDOHQWY DQG FDSLWDHULRW IZR Q O RECHD
EDVHG RQ WKH DFWXDHULQLVBUDROHS X BDGLRWKHLL @H G PW R U MMKLVGRD WI MUK HRKUY. KR® O ® IUW R G
FROQMXQFWLRQ ZLWK RXU ILQDQFLDO VWDWHPHQWY DQG UHODWHG QRWHY DQG WKH VHFV
ODQDJHPHQWFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWYV RI 2SHUD)
DSSHDULQJ HOVHZKHUH LQ WKLV SURVSHFWXV

AS OF JUNE 30, 2013

PRO FORMA

ACTUAL PRO FORMA AS ADJUSTED
&DVK DQG FDVK HTXLYDOHQWYV
/IRQJ WHUP GHEW
3UHIHUUHG VWRFN ZDUUDQW OLDELOLW\
5HGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN SDU YDOXH SHU VKDUH
6HULHV $ VKDUHY GHVLJQDWHG VKDUHYVY LVVXHG DQG RXWVWDQGLQJ DF
QR VKDUHVY GHVLJQDWHG LVVXHG RU RXWVWDQGLQJ SUR IRUPD DQG SUR IRUPD I
6HULHV % VKDUHYV GHVLIQDWHG LVVXHG DQG RXWVWDQGLQJ DFWXDO QR V

GHVLIQDWHG LVVXHG RU RXWVWDQGLQJ SUR IRUPD DQG SUR IRUPD DV DGMXVWEF
RWDO UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN
6WRFNKROGHUV GHILFLW
&RPPRQ VWRFEN SDU YDOXH SHU VKDUH DXWKRUL]JHG VKDUHV LVVXHG
VKDUHVY DQG RXWVWDQGLQJ VKDUHV DFWXDO DXWKRUL]JHG > @ VKDUHV LVV
VKDUHY DQG RXWVWDQGLQJ > @ VKDUHV SUR IRUPD DXWKRUL]J]HG > @ VKDUHV L
DQG RXWVWDQGLQJ > @ VKDUHV SUR IRUPD DV DGMXVWHG
$FFXPXODWHG GHILFLW
TRWDO VWRFNKROGHUV GHILFLW
7TRWDO FDSLWDOL]DWLRQ

7KH QXPEHU RI VKDUHV RI FRPPRQ VWRFN LVVXHG DQG RXWVWDQGLQJ DFWXDO SUR IRUF
IROORZLQJ VKDUHYV DV RI -XCHFW WR WIKHN LLEHY HIB V¥ M N @&/ BEKF X W ROQL YW 6

n VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI VWRFN RSWLRQV RXW
'LUHFWRU DQG &RQVXOWDQW 6WRFN 30DQ DV DPHQGHG DW D ZHLJKWHG DYHUDJH
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n VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI VWRFN RSWLRQV RXW
'‘LUHFWRU DQG &RQVXOWDQW (TXLW\  QFHQWLYH 30DQ DV DPHQGHG 30DQ DW
n VKDUHV RI FRPPRQ VWRFN UHVHUYHG IRU LVVXDQFH SXUVXDQW WR IXWXUH DZ

DGGLWLRQDO VKDUHV RI FRPPRQ VWRFN UHVHUYHG IRU LVVXDQFH SXUVXDQ'
DGRSWHG DV RI -XO\

n VKDUHV RI FRPPRQ VWRFN UHVHUYHG IRU LVVXDQFH SXUVXDQW WR IXWXU
EHFRPHHAWLYH XSREWLKH GHVYV RI WKH UHJLVWUDWLRQ VWDWHPHQW WR ZKLFK WKL
n VKDUHV RI FRPPRQ VWRFN UHVHUYHG IRU LVVXDQFH SXUVXDQW WR IXWXU
ZLOO EHFRPWLHIH XSROWLKHGHYVY RI WKH UHJLVWUDWLRQ VWDWHPHQW WR ZKLFK W
n VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI ZDUUDQWY RXWVWDQ

VWRFN 6HULHV $ SUHIHUUHG VWRFN 6HULHV % SUHIHUUHG VWRFN RU 6HULHV & SLU
RI SUHIHUUHG VWRFN LPPHGLDWHO\ SIHIRWQ W R W KH ZARREWHWEL B QHRIDWHK M HRUFLVH S

n VKDUHV Rl 6HULHV & SUHIHUUHG VWRFN LVVXHG E\ XV RQ -XO\
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DILUTION

,J\RX LQYHVW LQ RXU FRPPRQ VWRFN \RXU LQWHUHVYW QL G H\MZ G HQXW K S JS\BRE DFKFH SHH[W W
FRPPRQ VWRFN WKDW \RX SD\ DQG WKH SUR IRUPD DV DGMXVWHG QHW WDQJHEQEJERRKRN ¥
QHW WDQJLEOH ERRN YDOXH DV RI ZDV PLOOLRQ RU SHU
SHU VKDUH UHSUHVHQWY WRWDO DVVHWVY UHGXFHG E\ JRRGZLOO DQG RWKHU LQWDQJLEC
FRPPRQ VWRFN RXWVWDQBE®YJIJWRWHHKHIARQYHUWHILRQ RI DOO RI RXU RXWVWDQGLQJ VKDUH
LPPHGLDWHO\ SULRU WRIMWKIHQBORVLQJ Rl WKLV RI

I1HW WDQJLEOH ERRN YDOXH GLOXWLRQHSHW \EKIDVWUZAHH Q@ SUWKIN DR X QWK BHILVKDUH SDLG E\
IURP XV LQHWKQV BQG WKH SUR IRUPD QHW WDQJLEOH ERRN YDOXH SHU VKDUHIRIUERBPRY
DIWAHW WIRY REU WIDOH RI VKD UHV IRQJIJFBRWPRQ WRHFHNH QQL SWKMAHRE
SHU VKDUH ZKLFK LV WKH PLGSRILIQWDRII W KH WMVRURWKWHEG VRKH FRYHU SDJH RI WKL
XQGHUZULWLQJ GLVFRXQWY DQG FRRBPLYY LR QM OVHY WMWKNRR DWW P& RRWUPD\ DV DGMXVWHG Qt
ZRXOG KDYH EHHQ PLOOLRQ RU SHU VKDUH 7KLV UHSUHVHQWY DQ LPPHGL
VKDUH WR H[LVWLQJ VWRFNKROGHUV DQG DQ LPPHGLDWH GLOXWLRQ LQ SUR IRUPD QHW
VKDUHV LHWIKQY RKH WDEOH EHORZ LOOXVWUDWHY WKLY SHU VKDUH GLOXWLRQ DV RI

$VVXPHG LQLWLHDWOL @ XBUWILFWRISHU VKDUH
3UR IRUPD QHW WDQJLEOH ERRN YDOXH SHU VKDUH DV RI
,QFUHDVH LQ SUR IRUPD QHW WDQJLEOH ERRN YDOXH SHU VKDUH DWWULEXWDEOH WR

3UR IRUPD DV DGMXVWHG QHW WDQJLEOHHWRRN YDOXH SHU VKDUH DIWHU WKLV RI
'LOXWLRQ RI SUR IRUPD QHW WDQJLEOH ERRN YDOXH SHU VKDUH WR QHZ LQYHVWRUV

, I WKH XQGHUZULWHUV H[HUFLVH WKHLU RSWLRQ WR SXUFKDVH DGGLWLRQDO VKDUHV LQ

SHU VKDUH UHSUHVHQWLQJ DQ LQFUHDVH WR H[LVWLQJ KROGHUV RI SHU V
QHZ LQYHVWRUV
(DFK LQFUHDVH GHFUHDVH LQHWKBIDYVXPH ®ISXEOLF KU VKDUH ZRXOG LQFUHDVH

WDQJLEOH ERRN YDOXH SHULMXDBEH DIWHU DMKEWRH GLOXWLRQ WR QHZ LQYHVWRUYV E\
RIHUHG E\ XV DV VHW IRUWK RQ WKH FRYHU SDJH RI WKLV SURVSHFWXV UHPDLQV WKH V
FRPPLVVLRQV DQGIHVWQP BIZWSHH® RHV WKDW ZH PXVW SD\

7KH IROORZLQJ WDEOH VHWV IRUWK RQ D SUR IRUPD DV DGMXVWHG EDVLV DV RI

EH SXUFKDVHG IURP XV WKH WRWDO FRQVLGHUDWLRQ SDLG RU WR EH SDLG DQG WKH DY
VWRFN DQG E\ QHZ LQYHVWRUV DWHWQYVXRHAE RQLWLDO SHKEOUMKDRH EHIRUH GHGXFWL(
FRPPLVVLRQV DQGIHVWQP BYWSH® RHY WKDW ZH PXVW SD\

SHARES TOTAL
PURCHASED CONSIDERATION AVERAGE PRICE
NUMBER PERCENT AMOUNT PERCENT PER SHARE

([LVWLQJ VWRFENKROGHUV
1HZ LQYHVWRUV
7TRWDO
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SELECTED HISTORICAL FINANCIAL INFORMATION AND OTHER DATA

7KH IROORZLQJ WDEOH VHWV IRUWK VHOHFWHG ILQDQFLDO GDWD IRU XV IRU WKH \HDUV |
HQGHG -XQH DQG 7KH VHOHFWHG ILQDQFLDO GDWD IRU WKH ILVFDO \HDUV HQG
ILOQODQFLDO VWDWHPHQWY LQFOXGHG HOVHZKHUH LQ WKLV SURVSHFWXV 2XU VHOHFWHG
GHULYHG IURP RXU XQDXGLWHG FRQGHQVHG ILQDQFLDO VWDWHPHQWY LQFOXGHG HOVHZ
WKH RSLQLRQ RI PDQDJHPHQW DOO DGMXVWPHQWY QHFHVVDU\ IRU WKH IDLU SUHVHQWD
SHULRGV 2SHUDWLQJ UHVXOWY IRU WKH VL[ PRQWKY HQGHG -XQH DUH QRW QHFHYV
\HDU HQGLQJ '"HFHPEHU

7KH ILQDQFLDO GDWD VHW IRUWK EHORZ VKRXOG EH UHDG LQ FRQHVINQFQER QVRLW BLOFER,
DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV RI 2SHUDWLRQV DQG RXU KLVW
SURVSHFWXV

Selected Financial Data (in thousands except share and per share data)

YEAR ENDED DECEMBER 31, SIX MONTHS ENDED JUNE 30,
2011 2012 2012 2013
BQDXGLWHG

Statements of Operations:
5HYHQXH
2SHUDWLQJ H[SHQVHV
SHVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
7TRWDO RSHUDWLQJ H[SHQVHV
/IRVV IURP RSHUDWLRQV
2WKHU LQFRPH H[SHQVH
3UHIHUUHG VWRFN ZDUUDQW OLDELOLW\ UHPHDVXUHPHQW
,QWHUHVW LQFRPH
,QWHUHVW H[SHQVH
7TRWDO RWKHU LQFRPH H[SHQVH
1HW ORVV
/IHVV $FFUHWLRQ DQG GLYLGHQGY RQ UHGHHPDEOH FRQYHUWLEOH
SUHIHUUHG VWRFN
1HW ORVV DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV

1HW ORVYVY SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV
%DVLF DQG GLOXWHG

:HLJKWHG DYHUDJH VKDUHV RXWVWDQGLQJ
%DVLF DQG GLOXWHG

3UR IRUPD QHW ORVY SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUYV
8QDXGLWHG
%DVLF DQG GLOXWHG

3UR IRUPD ZHLJKWHG DYHUDJH VKDUHV RXWVWDQGLQJ 8QDXGLWHG
%DVLF DQG GLOXWHG
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Balance Sheet Data:

&DVK DQG FDVK HTXLYDOHQWYV

:RUNLQJ FDSLWDO

7TRWDO DVVHWYV

/IRQJ WHUP GHEW

3UHIHUUHG VWRFN ZDUUDQW OLDELOLW\
5HGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN
$GGLWLRQDO SDLG LQ FDSLWDO

$FFXPXODWHG GHILFLW

TRWDO VWRFNKROGHUV GHILFLW

AS OF DECEMBER 31,

2011

2012

AS OF JUNE
30,
2013

SQDXGLW
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

<RX VKRXOG UHDG WKH IROORZLQJ GLVFXVVLRQ DQG DQDO\VLV RI RXU ILQDQFLDO FRQGL'
UHODWHG QRWHV WKHUHWR LQFOXGHG HOVHZKHUH LQ WKLV SURVSHFWXV 6RPH RI WKH |
HOVHZKHUH LQ WKLV SURVSHFWXV LQFOXGLQJ LQIRUPDWLRQ ZLWK UHVSHFW WR RXU SO
ORRNLQJ VWDWHPHQWY WKDW LQYROYH ULVNV DQG XQFHUWDLQWLHVY $V D UHVXOW RI PI
WKLV SURVSHFWXV RXU DFWXDO UHVXOWV FRXOG GLIIHU PDWHULDOO\ IURP WKH UHVXOV
IROORZLQJ GLVFXVVLRQ DQG DQDO\VLV

Overview

:H DUH D ELRSKDUPDFHXWLFDO FRPSDQ\ IRFXVHG RQ WKH GLVFRYHU\ DQG GHYHORSPHQV
OLYHU DQG IRU FDQFHUV WKDWHDNWHHIXWQHWLRROGLSHOQAWHGBIHUHQFH 51$L WHFKQRORJ\ ¢
WKHUDSHXWLF DUHDV ,Q ERWK UZUHDGHVSOWWHXLDQ G B QFRWR IW K DIVF XXK®W HVRL VQKRUELAD X'
DSSURDFKHV EXW ZKHUH ZH EHOLHYH FRQQHFWLRQV EHWZHHQ WDUJHWVLIXWHQ GVW R VGV
GHYHORS DQG FRPPHUFLDOL]H WKHVH QRYHO WKHUDSHXWLFV HLWKHU RQ RXU RZQ RU L
RUSKDQ GLVHDVHV LQ ZKLFK D VIPHHOZ N HQSNFMR Wl ZHWO IMXV XEVWDQWLDOO\ DOO FRPPH
RWKHU PRUH SUHYDOHQW GLVHDVH DUHDV ZH LQWHQG WR SDUWQHU RXU SURGXFWV ZKL
$PHULFD

,Q WKH UDUH GLVHDVH ILHOG ZH DUH GHYHORSLQJ D SURSULHWDU\ WUHDWPHQW '&5 3+
3+ HLQWHQG WR EHJLQ&BMB+QLEDO WMUROOR RDYH GLVFRYHU\ DQG HDUO\ GHYHORSPHQV
DGGLWLRQDO GLVHDVH ,\@ DRI FHREWR IDW WV K X UYMW O\ G L U H F WRLLOW \R WR BHYGID R X DHSUAR SIU L H W
'&5 0 IRU WKH WUHDWPHQW RI 0<& UHODWHG FDQFHUV LQFOXGLQJ KHSDWRFHOOXODU
SULPDU\ OLYHW EQWHAKYG WR EHJLQ&BOL QLAMOWKHLO QW WRIKDO! RI

$V SDUW RI RXU FROODERUDWLRQ ZLWK .\RZD +DNNR .LULQ &R ZHWDAJH .6 HY B QROREDODSKDI
WDUJHWYV WKH RQFRJHQH .586 ZKLFK LV IUHTXHQWO\ PXWDWHG LQ QXPHURRYD RDNRW DEDE
SDQFUHDWLF+FRYFHHUVSRQVLEOH IRU JOREDO GHYHORSPHQW RI WKH .5$6 SURJUDP LQFO:
FDQGLGDWH ZH UHWDLQ DQ RSWLRQ WR FR SURPRWH LQ WKH 8 6 IHRD WH CHOXD® G WKW R SK
FDQGLGDWH WDUJHWLQJ DQ XQGLVFORVHG RQFRIJHQH LQ FROODERUDWLRQ ZLWK .+. )RU
SRWHQWLDO WR UHFHLYH XS WR PLOOLRQ LQ FOLQLFDO UHJXODWRU\ DQG FRPPHUF
SURGXFW FDOQIGH[GBIWW WKDW RXU VWUDWHJ\ WR SDUWQHU WKH GHYHORSPHQW RI SURGXF
DQG HQDEOH XV WR GLYHUVLI\ ULVN DFURVV D QXPEHU RI SURJUDPYV

6LQFH RXU LQFHSWLRQ LQ 2FWREHU ZH KDYH GHYRWHG VXEVWDQWLDO UHVRXUFHV W
GHOLYHU\ WHFKQRORJLHY DQG WKH SURWHFWLRQ DQG HQKEBD FHPHR WURIGR¥FW Y D/SISOAM A’
UHYHQXH WR GDWH KDV EHHQ FROODERUDWLRQ R HHQE HZRI UK DRYHH IX@PGHHIBVRXUD R $H U B WH.®
SODFHPHQWV Rl SUHIHUUHG VWRFN DQG FRQYHUWLEOH GHEW VHFXULWLHV IURP UHVHDL
XQGHU RXU UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZLWK .+. DQG IURP D
WHUP ORDQ IURRFKRFOMHV+HUBXOHY ORDQ WR IXQG RXU RSWUDRHLRRY LIQRAHS \8 DR @ IDFXE
ZH KDYH UDLVHG DQ DJJUHJDWH RI PLOOLRQ WR IXQG RXU RSHUDWLRQV RI ZKLF
FRQYHUWLEOH GHEW VHFXULWLHV LQFOXGLQJ PLOOLRQ IURP D EULGJH ORDQ ILQDQF
WKURXJK RXU FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZLWK .+. PLOOLRQ ZDV IUF
'LVFRYHU\ 3URMHFW LQ 1RYHPEHU DQG PLOOLRQ ZDV IURP ERUURZLQJV XQGHU Wt
HTXLYDOHQWY ZHUH PLOOLRQ DQG ZH DOVR KDG PLOOLRQ LQ UHVWULFWHG FDVK
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SUHIHUUHG VWRFEN IRU PLOOLRQ LQ JURVV SURFHHGV DQG LVVXHG VKDUHV RI 6
& EULGJH ORDQ

6LQFH LQFHSWLRQ ZH KDYH LQFXUUHG VLJQLILFDQW RSHUDWLQJ ORVVHV 2XU QHW ORV\

DQG UHVSHFQG@YHOPLOOLRQ DQG PLOOLRQ IRU WKH VL[ PRQWKY H&XGENAN DX@WML [
RXU RSHUDWLQJ ORVVHVY UHVXOWHG IURP H[SHQVHV LQFXUUHG LQ FRQQHFWLRQ ZLWK RX
DVVRFLDWHG ZLWK RXWU HRPRILDLWH.G @WHYHQXH RI PLOOLRQ DQG PLOOLRQ IRU WKH \}
UHVSHFWLYGIO\ PLOOLRQ IRU WKH VL[ PRQWKY HQGHG -XQH 1R UHYHQXH ZDV UHFI
UHYHQXH WR GDWH KDV EHHQ JHQHUDWHG WKURXJK RXU UHVHDUFK FROODERUDM KPQY H Q
JHQHUDWHG DQ\ FRPPHUFLDO SURGXFW UHYHQXH $V RI -XQH ZH KDSGH P\Q WRFKRQ®

VLIQLILFDQW DQG LQFUHDVLQJ ORVVHV LQ WKH IRUHVHHDEOH IXWXUH 2XU QHW ORVVHYV
DQWLFLSDWH WKDW RXU H[SHQVHV ZLOO LQFUHDVH VXEVWDQWLDOO\ DV ZH

n DGYDQFH RXU SURGXFW FDQGLGDWHY LQWR SUHFOLQLFDO GHYHORSPHQW

n FRQGXFW DQ\ FOLQLFDO WULDOV RI '&5 3+ '&5 0 DQG RWKHU SRWHQWLDO SURG

n FROQWLQXH RXU UHVHDUFKRWMEGYGHYHORGPADWRIH[SDQG RXU SLSHOLQH DQG WR HQ

n LQFUHDVH UHVHDUFK DQG GHYHORSPHQW UHODWHG DFWLYLWLHV IRU WKH GLVFRYl

n PDQXIDFWXUH FOLQLFDO VWXG\ PDWHULDOV DQG GHYHORS ODUJH VFDOH PDQXIDFV

n VHHN UHJXODWRU\ DSSURYDO IRU RXU SURGXFW FDQGLGDWHYV WKDW VXFFHVVIXOO

n PDLQWDLQ H[SDQG DQG SURWHFW RXU LQWHOOHFWXDO SURSHUW\ SRUWIROLR

n DGG RSHUDWLRQDO ILQDQFLDO DQG PDQDJHPHQW LQIRUPDWLRQ VI\VWHPY DQG SHI
DQG SODQQHG IXWXUH FIRRRPHWFRDQGL]DWLRQ HI

n RSHUDWH DV D SXEOLF FRPSDQ\

:H GR QRW H[SHFW WR JHQHUDWH VXEVWDQWLDO UHYHQXH IURP SURGXFW VDOHV XQOHV
UHJXODWRU\ DSSURYDO IRU RQH RU PRUH RI RXU SURGXFW FDQGLGDWHV ZKLFK LV VXEM
VHYHQ \HDUV ,l1 ZH REWDLQ UHJXODWRU\ DSSURYDO IRU DQ\ RI RXU SURGXFW FDQGLGDW
WR SURGXFW VDOHV PDUNHWLQJ PDQXIDFWXULQJVDIQIBWGZN WHQEX\DIWRQS 8 R WX PW MAK HAQLD
FDVK QHHGY WKURXJK D FRPELQDWLROQHRLSX¥ OGH RV IS QYDA B WTREDW\ IRHVHDUFK FRQGHODE
PD\ EH XQDEOH WR UDLVH FDSLWDO RU HQWHU LQWR VXFK RWKHU DUUDQJHPHQWYV ZKHQ
VXFK RWKHU DUUDQJHPHQWY DV DQG ZKHQ QHHGHG ZRXOG KDYH D QHJDWLYH LPSDFW RC
FDQGLGDWHYV

&ROODERUDWLRQ DJUHHPHQW

,Q '"HFHPEHU ZH HQWHUHG LQWR D UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHF
FRPPHUFLDOL]DWLRQ RI 'VL51$ PROHFXOHV DQG GUXJ GHOLYHU\ WHRR®R ORDLGW HE U +W Bif
ZRUOGZLGH UR\DOW\ EHDULQJ DQG VXE OLFHQVDEOH OLFHQVH WR RXU 'VL51%$ PROHFXOF
VHOHFWHG 'VL51$ EDVHG FRPSRXQGV 8QGHU WKH UHVHDUFK FROODERUDWLRQ DQG OLFH
PDQXIDFWXUH DQG FRPPHUFLDOL]H WKH VHOHFWHG 'VL51%$ EDVHG FRPSRXQGV DQG SKDUI
SURGXFW FDQGLGDWH ZH KDYH DQ RSWLRQ WR FR SURPRWH LQ WKH 8 6 IRU DQ HTXDO \
FDQGLGDWH XQGHU WKH UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZH KDY
FRPPHUFLDOL]DWLRQ PLOHVWRQH SD\PHQWY DQG UR\DOWLHV RQ QHW VDOHV RI VXFK SU!
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6LQFH WKH LQLWLDWLRQ RI WKH UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW
WKH LQLWLDO WDUJHW .5$6 KDYH EHHQ QRPLQDWHG E\ .+. IRU IRUPDO GHYHORSPHQW VYV
VWUDQGHG 'VL51%$ PROHFXOHY DQG D OLSLG QDQRSDUWLFOH GUXJ GHOLYHU\ WHFKQRORJ

SD\PHQWYV RI PLOOLRQ IURP .+. XQGHU WKH UHVHDUFK FROODERUDWLRQ DQG OLFHQV
/ILFHQVH DJUHHPHQW
,Q 6HSWHPEHU ZH HQWHUHG LQWR D OLFHQVH DJUHHPHQW ZLWK &LW\ RI +RSH &2+

SXUVXDQW WR ZKLFK &2+ KDV JUDQWHG WR XV DQ H[FOXVLYH VXEMHFW WR FHUWDLQ HIF
ULJKWV LQ UHODWLRQ WR 'VL51% SMWBAR®BLBIGWKH FRUHWRLBDEHUDRWXMDHDOHXWH @RI DQG L
FRYHUHG E\ WKH OLFHQVHG SDWHQW ULJKWV IRU WKH SUHYHQWLRQ DQG WUHDWPHQW RI
UR\DOW\ EHDULQJ ZRUOGZLGH H[FOXVLYH OLFHQVH XQGHU WKH OLFHQVHG SDWHQW ULJ}
IRU KXPDQ GLDJQRVWLF XVHV SURYLGHG &2+ KDV QRW JUDQWHG RU LV QRW QHJRWLDWL
WKLUG $PUWNADQW WR WKH WHUPV RI WKH DJUHHPHQW ZH SDLG &2+ D RQH WLPH QRQ UH
WR &2+ DQG D FR LQYHQWRU RI WKH FRUH 'VL51% SDWHQW &2+ LV HQWLWOHG WR UHFHLY
XSRQ DFKLHYHPHQW RI FHUWDLQ FOLQLFDO DQG UHJXODWRU\ PLOHVWRQHV &2+ LV IXUW
QHW VDOH UHYHQXH RI WKH OLFHQVHG SURGXFWV VROG E\ XV DQG RXU VXEOLFHQYHKDV,
ULJKW WR UHFHLYH D GRXEOH GLJLW SHUFHQWDJH RI VXEOLFHQVH LQFRPH WKH SHUFHQ
GHYHORSPHQW DQG FRPPHUFDNGILPDIDVWRRREPRVIWWWHG WR SD\ &2+ DQ DQQXDO OLFHQVH PDL
DQ\ UR\DOWLHV GXH WR &2PQQ WHKIHPERBMHR2Y IRU H[SHQVHY DVVRFLDWHG ZLWK WKH SL
SDWHQW ULJKWV 7KH OLFHQVH IHFWWHKXRMWQLW MKHOHYSPDD QY URQHRI WKH ODVW WR H[SLUH R
DJUHHPH®QWDYH QRW LQFOXGHG RXU REOLJDWLRQV WR PDNH IXWXUH PLOHVWRQH SD\PHC
WKH UHODWHG PLOHVWRQHV LV QRW SUREDEOH DQG HVWLPDEOH IRU DFFRXQWLQJ SXUSF

Financial Operations Overview

5HYHQXH

2XU UHYHQXH WR GDWH KDV EHHQ JHQHUDWHG SULPDULO\ WKURXJK UHVHDUFK IXQGLQJ

FROODERUDWLRQ DQG OLFHQVH DJUHHPHQWHZKWKH +Q /) GHRHBUDWREBMDMVIVBRRMHUELDO SU
.+. KDV SDLG XV PLOOLRQ LQ PLOHVWRQH SD\PHQWYV IRU WKH VDWLVIDFWLRQ RI F

FDQGLGDWH XQGHU RXU UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZLWK .+.

UHJXODWRU\ DQG FRPPHUFLDOL]DWLRQ PLOHVWRQH SD\PHQWYV DQB8 KBRYMHOQRWWREHQNWG

SD\PHQWY DV RI -XQH

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH VRXUFHV Rl RXU UHYHQXH IRU WKH \HDUV HQGH:
LQ WKRXVDQGV

YEAR ENDED SIX MONTHS ENDED
DECEMBER 31, 2011 DECEMBER 31, 2012 JUNE 30, 2013

/JLFHQVH IHH DQG UHVHDUFK IXQGLQJ
2SWLRQ H[HUFLVH IHHV

OXWXDOO\ DJUHHG XSRQ UHVHDUFK
BUHFOLQLFDO SD\PHQWYV

7RWD O
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,Q WKH IXWXUH ZH PD\ JHQHUDWH UHYHQXH IURP D FRPELQDWLRQ RI UHVHDUFK DQG GHY
PLOHVWRQH SD\PHQWYVY SURGXFW VDOHY DQG UR\DOWLHV LQ FRQQHFWLRQ ZLWK H XU SHRG
WKDW DQ\ UHYHQXH ZH JHQHUDWH ZLOO IOXFWXDWH LQ IXWXUH ¥HDERIGVY BP HQ WHR X ®WH F
UHJXODWRU\ DQG FRPPHUFLDOL]DWLRQ PLOHVWRQHYV LI DW DOO WKH WLPLQJ DQG DPRX
ZKLFK DQ\ RI RXU SURGXFW FDQGLGDWHY DUH DSSURYHG DQG VXEFHEWVILX0O U HARP\PIEKWALDkK
IDLOV WR GHYHORS SURGXFW FDQGLGDWHY LQ D WLPHO\ PDQQHU RU REWDLQ UHJXODWRI
RI RSHUDWLRQV DQG ILQDQFLDO SRVLWLROWFWR&OG EH PDWHULDOO\ DGYHUVHO\ DI

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV FRQVLVW RI FRVWYV DVVRFLDWHG ZLWK RXU UHYV
PROHFXOHYVY DQG GUXJ GHOLYHU\ WHFKQRORJLHY DQG RXU UHVHDUFK DFWLYLWLHV XQGH!
UHVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFOXGH

n  GLUHFW UHVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFXUUHG XQGHU DUUDQJHPHQW
FRQWUDFW PDQXIDFWXULQJ RUJDQL]DWLRQV FRQVXOWDQWY DQG RXU VFLHQWLILF
n SODWIRUP UHODWHG ODE H[SHQVHV LQFOXGLQJ ODE VXSSOLHV OLFHQVH IHHV DQ
n  HPSOR\HH UHODWHG H[SHQVHV LQFOXGLQJ VDODULHV EHQHILWYV DQG VWRFN EDV}
n  |DFLOLWLHY GHSUHFLDWLRQ DQG RWKHU DOORFDWHG H[SHQVHV ZKLFK LQFOXGH ¢
GHSUHFLDWLRQ Rl OHDVHKROG LPSURYHPHQWY DQG HTXLSPHQW DQG ODERUDWRU\

H H[SHQVH UHVHDUFK DQG GHYHORSPHQW PEY¥RXQDW I\R KHY DQUHHLRQEEDEBEEB DGYDQFH SD\I
ZLOO EH XVHG LQ IXWXUH UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHY DV H[SHQVHV ZKH(
UHFHLYHG $ VLJQLILFDQW SRUWLRQ RI RXU UHVHDUFK DQG GHYHORSPHQW FRVWYV DUH Q
SODWIRUP DQG EHFDXVH QRQH RI RXU SURJUDPV DUH LQ FOLQLFDO GHYHORSPHQW

7KH IROORZLQJ WDEOH VXPPDUL]JHV RXU UHVHDUFK DQG GHYHORSPHQW H[SHQVHV LQFXU
VL[ PRQWKY HQGHG -XQH LQ WKRXVDQGV

YEAR ENDED SIX MONTHS ENDED
DECEMBER 31, 2011 DECEMBER 31, 2012 JUNE 30, 2013

'LUHFW UHVHDUFK DQG GHYHORSPHQW H[SHQVHYV
3ODWIRUP UHODWHG H[SHQVHV

(PSOR\HH UHODWHG H[SHQVHV

J)DFLOLWLHY GHSUHFLDWLRQ DQG RWKHU H[SHQVHYV

7TRWDO

:H H[SHFW RXU UHVHDUFK DQG GHYHORSPHQW H[SHQVHV WR LQFUHDVH IRU WKH IRUHVHL
SUHFOLQLFDO VWXGLHY DQG FOLQLFDO WULDOV 7KH SURFHVV RI FRQGXFWLQJ SUHFOLQL
FRVWO\ DQG WLPHHFR®VRPLDQA\ IXWXUH FROODERUDWRU PD\ QHYHU VXFFHHG LQ REWDLQL
FDQGLGDWHY 7KH SUREDELOLW\ RI VXFFHVV I|IRHF\MB EKES QXKE® XMW XAD QDCAVERWH PO F EXGRIQJ
FRPSHWLWLRQ PDQXIDFWXULQJ FDSDELOLW\ DQG FRPPHUFLDO YLDELOLW\

$00 Rl RXU UHVHDUFK DQG GHYHORSPHQW SURJUDPV DUH DW DQ HDUO\ VWDJH DQG VXFF
SURJUDPV LV KLJKO\ XQFHUWDLQ DQG PD\ QRW UHVXOW LQ DSSURYHG SURGXFWV &RPSO
SURGXFW FDQGLGID\WXOMQ & PHS B BR&ILFWSDWH ZH ZLOO PDNH GHWHUPLQDWLRQV DV WR ZKL
IXQGLQJ WR GLUHFW WR HDFK SURGXFW FDQGLGDWH RQ DQ RQJRLQJ EDVLV LQ UHVSRQV}
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WR HDFK SURGXFW FDQGLGDWH WKH VFLHQWLILF DQG FOLQLFDO VXFFHVV Rl HDFK SURG
SRWHQWLDO Rl SURGKREWORDQBHGDWRIWDLVH DGGLWLRQDO FDSLWDO DQG PD\ VHHN DGGL
YDULRXV SURGXFW FDQGLGDWHV $GGLWLRQDO SULYDWH RU SXEOLF ILQDQFLQJV PD\ QR\
FDSLWDO DV DQG ZKHQ QHHGHG ZRXOIG KD R [RRDWIHUDLQPLD G YARDGILWILRQ DQG RXU DELO
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV FRQVLVW SULPDULO\ Rl VDODULHY DQG UHOD
H[HFXWLYH ILQDQFH OHJDO EXVLQHVV GHYHORSPHQW DQG VXSSRUW IXQFWLRQV 2WKH

SURIHVVLRQDO IHHV IRU DXGLWLQJ WD[ DQG OHJDO VHUYLFHV DQG DOORFDWHG IDFLOLW
H[SHQVHV

7KH IROORZLQJ WDEOH VXPPDUL]JHV RXU JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQF:
VL[ PRQWKY HQGHG -XQH LQ WKRXVDQGV

YEAR ENDED SIX MONTHS ENDED
DECEMBER 31, 2011 DECEMBER 31, 2012 JUNE 30, 2013

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV

:H H[SHFW WKDW JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV ZLOO LQFUHDVH LQ WKH IX)
DVVRFLDWHG ZLWK EHLQJ D SXHEOCH VO \L WRWKHIHNVCHVRASIDNOLNHO\ LOQFOXGH OHJDO IDFHBXQY
LQVXUDQFH SUHPLXPV DQG IHHVY DVVRFLDWHG ZLWK LQYHVWRU UHODWLRQV

,QWHUHVW LQFRPH
,QWHUHVW LQFRPH FRQVLVWV RI LQWHUHVW LQFRPH HDUQHG RQ RXU FDVK DQG FDVK HT:
,QWHUHVW H[SHQVH

,QWHUHVW H[SHQVH FRQVLVWV RI LQWHUHVW H[SHQVH RQ RXU ERUURZLQJV XQGHU EULG.
FRQYHUWLEOH QRWHY LQFOXGLQJ RXU 6HULHV & EULGJH ORDQ DQG WKH +HUFXOHV OR
3UHIHUUHG VWRFN ZDUUDQW UHPHDVXUHPHQW

3UHIHUUHG VWRFN ZDUUDQW UHPHDVXUHPHQW LV DVVRFLDWHG ZLWK ZDUUDQWYV WR SXU
WKH +HUFXOHV ORDQ 7KH UHPHDVXUHPHQW FRQVLVWV RI WKH FKDQJH LQ YDOXH FDOFXC
YDOXH RI WKH HDBDUWVMHOWKH HVWLPDWHY LQ WKH %ODFN 6FKROHVY RSWLRQ SULFLQJ PRGHC
YRODWLWVINVAWUHH LQWHUHVW UDWH GLYLGHQG \LHOG DQG WKH IDLU YDOXH RI WKH SUHIH
DVVRFLDWHG ZLWK WKH FKDQJH LQ WKH IDLU YDOXH Rl WKH SUHIHUUHG VWRFN ZDUUDQW
LQFRPH H[SHQVH

Critical Accounting Policies and Significant Judgments and Estimates

2XU PDQDJNPGIQMXVVLRQ DQG DQDO\VLV RI ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSF
SUHSDUHG LQ DFFRUGDQFH ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDO DFFHSWHG LQ WKH
WR PDNH HVWLPDWHYV D Q Gl HDRW XWPKSHV URIG R UMKHDGV DR X QWY RI DVVHWY DQG OLDELOLWLHYV |
DW WKH GDWH Rl WKH ILQDQFLDO VWDWHPHQWY DV ZHOO DV WKH UHYHQXH DQG H[SHQVI
HYDOXDWH RXU HVWLPDWHY DQG MXGJPHQWYV LQFOXGLQJ WKRVH UHODWHG WR DFFUXHG
FRPSHQVDWLRIVH RXU HVYWLPDWHY RQ KLVWRULFDO H[SHULHQFH DQG RQ YDULRXV RWKHI
FLUFXPVWDQFHV WKH UHVXOWV Rl ZKLFK IRUP WKH EDVLV IRU PDNLQJ MXGJPHQWYV DERX
RWKHU VRXUFHV &KDQJHV LQ HVWLPDWHY DUH UHIOHFWHG LQ UHSRUWHG UHVXOMVY IR®I
WKHVH HVWLPDVRNW QY THY GRSWLRQV RU FRQGLWLRQV
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:KLOH RXU VLIJQLILFDQW DFFRXQWLQJ SROLFLHVY DUH GHVFULEHG LQ WKH QRWHV WR RXU
IROORZLQJ FULWLFDO DFFRXQWLQJ SROLFLHY DUH PRVW LPSRUWDQW WR XQGHUVWDQGL(

S5HYHQXH UHFRJQLWLRQ

&ROODERUDWLYH UHVHDUFK DQG GHYHORSPHQW DQG PXOWLSOH GHOLYHUDEOH DUUDQJH
:H KDYH JHQHUDWHG RXU UHYHQXH SULPDULO\ WKURXJK RXU UHVHDUFK FROODERUDWLR
RI WKH UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZLWK .+. LQFOXGH PXOWL

GHYHORSPHQW VHUYLFHV LQ H[FKDQJH IRU FRQVLGHUDWLRQ WR XV RI VRPH FRPELQDWL
EDVHG XSRQ WKH DFKLHYHPHQW RI VSHFLILHG PLOHVWRQHYVY DQG UR\DOW\ SD\PHQWYV EDV

:H UHFRJQL]JH UHYHQXH ZKHQ DOO IRXU RI WKH IROORZLQJ FULWHULD DUH PHW SHUV?
SURGXFWY RU VHUYLFHV KDV RFFXUUHG WKH VHOOLQJ SULFH LV IL[HG RU GHWHUPLQTE
DUUDQJHPHQWYV VXFK DV OLFHQVH DQG GHYHORSPHQW DJUHHPHQWY DUH DQDO\]HG WR
WKH\ PXVW EH DFFRXQWHG IRU DV D VLQJOH XQLW RI DFFRXQWLQJ :KHQ GHOLYHUDEOHYV
XQLWYV RI DFFRXQWLQJ EDVHG RQ WKH UHODWLYH VHOOLQJ SULFH PHWKRG DQG WKH DSS
GHWHUPLQH WKDW DQ DUUDQJHPHQW VKRXOG EH DFFRXQWHG IRU DV D VLQJOH XQLW RI I
REOLJDWLRQV ZLOO EH SHUIRUPHG DQG UHYHQXH ZLOO EH UHFRJQL]HG

$W WKH LQFHSWLRQ RI HDFK DUUDQJHPHQW WKDW LQFOXGHV SD\PHQWV IRU RSWLRQDO L
VXEVWDQWLYH DQG DW ULVN WR ERWK SDUWLHV RQ WKH EDVLV Rl WKH FRQWLQJHQW QD\
ZKHWKHU WKH FRQVLGHUDWLRQ LV FRFPHIMRUPWEFH.WR BEW KHYHWKKHHRLVOIHWWW R QH F
WKH GHOLYHUHG LWHPYV DV D UHVXOW RI D VY¥HEH LR BRXDVFRP MV R HDPKQ W Y 8 IM K IR AP MOKHHV
UHODWHV VROHO\ WR SDVW SHUIRUPDQFH DQG WKH FRQVLGHUDWLRQ LV UHDVRQDEOF
DUUDQJHPHQW 6XEVWDQWLYH RSWLRQV DQG PLOHVWRQHY DUH UHFRJQL]JHG DV UHYHQXF
UHFRJQLWLRQ FULWHULD DUH PHW

/[LFHQVH IHHVY DUH LQLWLDOO\ UHFRUGHG DV GHIHUUHG UHYHQXH XSRQ UHFHLSW DQG WK
GHYHORSPHQW VHUYLFH UHYHQXH LV UHFRJQL]HG RYHU WKH UHVHDUFK WHUP DV WKH UH
VHUYLFHV LV UHIOHFWHG LQ UHVHDUFK DQG GHYHORSPHQW FRVWYV LQ WKH SHULRG LQ Z}
PLOHVWRQH SD\PHQWY DUH UHFRJQL]JHG DV UHYHQXH ZKHQ WKH PLOHVWRQH LV DFKLHYH
DV UHYHQXH EDVHG RQ FROQWUDFW WHUPY DQG UHSRUWHG VDOHV RI OLFHQVHG SURGXFW
UHDVRQDEO\ DVVXUHG

$vV SDUW RI RXU FROODERUDWLRQ DJUHHPHQW ZLWK .+. ZH KDYH DQ RSWLRQ WR FR SURI
WKH SURILWY IURP 8 6 QHW VDOHYV

3UHIHUUHG VWRFN ZDUUDQWY OLDELOLW\

$V RI -XQH ZH KDG RXWVWDQGLQJ ZDUUDQWYV IRU WKH SXUFKDVH RI VKDUHV RI 6HI
LQ WKH 6HULHV & EULGJH ORDQ WKDW EHFDPH H[HUFLVDEOH IRU VKDUHV RI 6HULHV & SU
LQ -XO\ 6HULHYV &HZDBBERXYWWV IRU IUHHVWDQGLQJ ZDUUDQWYV UHODWHG WR VKDUHV WI

SXUFKDVHV RI SUHIHUUHG VWRFN WKDW DUH QRW LQGH[HG WR RXU VWRFN DV OLDELOLW
6FKROHVY RSWLRQ SULFLQJ PRGHO DW HDFK EDODQFH VKHHW GDWH ZLWK FKDQJHV LQ Wk
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3IXUVXDQW WR WKH WHUPV RI WKHVH ZDUUDQWYV XSRQ WKH FRQYHUVLRQ RI WKH FODVV F
EHFRPH H[HUFLVDEOH IRU VKDUHV RI RXU FRPPRQ VWRFN EDVHG XSRQ WKH FRQYHUVLRQ
FROQVXPPDWLRMHRLAXKEVORD UHVXOW LQ WKH FRQYHUVLRQ RI DOO FODVVHV RI RXU SUHIHL
XQGHUO\LQJ FODVVHV Rl SUHIHUUHG VWRFN WKH UHPDLQLQJ ZDUUDQWY WR SXUFKDVH 6
FRPSRQHQW RI HTXLW\ DQG QR ORQJHU EH VXEMHFW WR UHPHDVXUHPHQW

1HW RSHUDWLQJ ORVV DQG UHVHDUFK DQG GHYHORSPHQW WD[ FUHGLW FDUU\IRUZDUGYV

:HILOH 8 6 IHGHUDO LQFRPH WD[ UHWXUQV DQG ODVVDFKXVHWWYVY VWDWH WD[ UHWXUQV
WD[ QHW RSHUDWLQJ ORVVHVY DQG WD[ FUHGLW FDUU\IRUZDUGYV DQG ZIHEFMW UWKHFRHKE HE DUA
WKHVH WHPBRWDQRHALDUH H[SHFWHG WR EH XWLOL]JHG $V Rl '"HFHPEHU WKH IHGHL
DSSUR[LPDWHO\ PLOOLRQ DQG DQBLWKOHRRAGHHNOHFOG WWAODWH UHVHDUFK DQG GHYH
DQG PLOOLRQ UWKNSHPMWRIYHONGLWY EHJLQ WR H[SLUH LQ $W '"HFHPEHU ZH

R1 ZKLFK PLOOIHRFRWZIRXFRP BIWD[ H[SHQVH LI UHFRJQL]J]HG EHIRUH FRQVLGHUDWLRQ RI

S8WLOL]DWLRQ RI WKH QHW RSHUDWLQJ ORVVY DQG WD[ FUHGLW FDUU\IRUZDUGV PD\ EH VX
SHUFHQWDJH FKDQJH UXOHV SURYLGHG E\ WKH ,QWHUQDO 5HYHQXH &RGH RI DV DPH(
UHVXOW LQ WKH H[SLUDWLRQ RI FHUWDLQ QHW RSHUDWLQJ ORVV DQ&GXW DN R XIQE HW WD IUQ\
RXU DELOLW\ WR JHQHUDWH IXWXUH WD[DEOH LQFRPH WR UHDOL]JH WKHVH IWHEWDRXW\W W | H
DVVHWYV

SHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN

:H KDYH LVVXHG SUHIHUUHG VWRFN HQLWKW LDOVON WHRFBDGVSHUFDBUWBG VWRFN UHGHHPDE
VWRFNKROGHUYVY GHILFLW DW WKH YDOXH RI WKH)SWRRHHGWXDIQFHLFR\GWRAL VB DURY B IDROBXCHA/ @
SUHIHUUHG VWRFN ZLOO EHFRPH UHGHHPDEOH ZH DGMXVW WKH FDUU\LQJ YDOXH WR WK
HDUOLHVW SRVVLEOH UHGHPSWLRQ GDWH

6WRFN EDVHG FRPSHQVDWLRQ DQG FRPPRQ VWRFN YDOXDWLRQ

6WRFN EDVHG FRPSHQVDWLRQ

:H HYWLPDWH WKH IDLU YDOXH RI RXU VWRFN EDVHG DZDUGV WR HPSOR\HHV DQG QRQ HI
UHTXLUHV WKH LQSXW RI KLJKO\ VXEMHFWLYH DVVXPSWLRQV LQFOXGLQJ WKH H[SHFV
ULVN IUHH LQWHUHVW UDWH DQG H[SHFWHG GLYLGHQGV 'XH WR WKH ODFN RI D SXEOL
VSHFLILF KLVWRULFDO DQG LPSOLHG YRODWLOLW\ GDWD ZH KDYH EDVHG RXU HVWLPDW}
FRPSDQLHV WKDW DUH SXEOLFO\ WUDGHG )RU WKHVH DQDO\VHV ZH KDYH VHOHFWHG FR
YDOXH ULVN SURILOHV SRVLWLRQ ZLWKLQ WKH LQGKMW HQ IVQW RK P MWW U R Bl CH VKHDFUMHSUQ |
H FRPSXWH WKH KLVWRULFDO YRODWLOLW\ GDWD XVLQJ WKH GDLO\ FORVLQJ SULFHV IR
FDOFXODWHG H[SHFWHG WHUP RI HRXWU O/ RR N VEDYXH W R COSE\ON: WIKH QWS DR REKQWY XR) WKLLY \B R
UHJDUGLQJ WKH YRODWLOLW\ RI RXU RZ® KWRHAN{SWILPHD WHERWKW BYPHLOWEGH LIH RI RXU
VLPSOLILHG PHWKRG ZKHUHE\ WKH H[SHFWHG OLIH HTXDOV WKH DYHUDJH RI WKH YHVW
LQWHUHVW UDWHYV IRU SHULRGV ZLWKLQ WKH H[SHFWHDG/ OW Y H LRIOWS KAVE S WRQHDW K HE B MM €
ZHUH JUDQWHG

:H DUH DOVR UHTXLUHG WR HVWLPDWH IRUIHLWXUHY DW WKH WLPH RI JUDQW DQ GHUHIYIRV
HVWLPDWHXWH: KLVWRULFDO GDWD WR HVWLPDWH SUH YHVWLQJ RSWLRQ IRUIHLWXUHYV DQ
WKDW DUH H[SHFWHG WR YHVW 6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH UHFRJQL]HG LQ \
H[SHFWHG WR YHVW
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:H KDYH FRPSXWHG WKH IDLU YDOXH RI HPSOR\HH VWRFN RSWLRQV DW GDWH RI JUDQW X

SIX MONTHS ENDED
YEAR ENDED DECEMBER 31, JUNE 30,
2011 2012 2012 2013

(ISHFWHG YRODWLOLW\
([SHFWHG WHUP LQ \HDUV
5LVN I[UHH LQWHUHVW UDWH
(ISHFWHG GLYLGHQG \LHOG

7KH DVVXPSWLRQV XVHG WR HVWLPDWH IDLU YDOXH IRU QRQHPSOR\HH VWRFN RSWLRQV |

DQG SHUFHQW DV RI '"HFHPEHU DQG DQG -XISHFWHG YIRODWFIMDLWHORI  SHUF
SHUFHQW DV Rl '"HFHPEHU DQG DQG -XQHUHPDLQU®Y SHFMRY DSSUR[LPDWHO\ QL
GLYLGHQGV IRU WKH \HDUV HQGHG 'HFHPEHU DQG DQG WKH VL[ PRQWKVY HQGHG

6WRFN EDVHG FRPSHQVDWLRQ IRU HPSOR\HHVY DQG QRQ HPSOR\HHVY ZHUH DOORFDWHG DV

SIX MONTHS ENDED

YEAR ENDED DECEMBER 31, JUNE 30,
2011 2012 2012 2013
S5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
7TRWDO
$V RI -XQH ZH KDG PLOOLRQ RI WRWDO XQUHFRJQL]JHG FRPSHQVDWLRQ H[SHQVI

UHFRJQL]JHG RYHU D ZHLJKWHG DYHUDJH UHPDLQLQJ YHWVH{SHFMWUWKGE RP SBBWRR L RXW HO/
FRPSHQVDWLRQ H[SHQVH IRU VWRFN RSWLRQV DQG UHVWULFWHG VWRFN JUDQWHG WR HF
SRWHQWLDO LQFUHDVHYV LQ WKH YDOXH RI RXU FRPPRQ VWRFN DQG KHDGFRXQW

BWRFN RSWLRQ JUDQWYV
7KH GDWHV Rl RXU FRQWHPSRUDQHRXY YDOXDWLRQV KDYH QRW DOZD\V FRLQFLGHG ZLWE
WKH H[HUFLVH SULFHV Rl WKH RSWLRRXW HRDIRG \RK GQUWRKWRUIVEPRIQEFHGRPHG DPRQJ RW
FRQWHPSRUDQHRXV YDOXDWLRQV Rl RXU FRPPRQ VWRFN DQG RXU DVVHVVPHQW RI DGGL"
RI WKH JUDQW GDWH 7KH DGGLWLRQDO IDFWRUV FRQVLGHUHG ZKHQ GHWHUPLQLQJ DQ\ F
YDOXDWLRQ DQG WKH JUDQW GDWHV LQFOXGHG ZKHQ DYDLODEOH WKH SULFHV SDLG LQ
GHYHORSPHQW RXU RSHUDWLQJ DQG ILQDQFLDO SHUIRUPDQFH DQG FXUUHQW EXVLQHVV

7KH IROORZLQJ WDEOH VXPPDUL]HV VWRFN RSWLRQV JUDQWHG IURP -DQXDU\ WKUR:
EXERCISE PRICE
NUMBER OF (OPTIONS) OR
COMMON SHARES PURCHASE PRICE COMMON STOCK FAIR
UNDERLYING OPTIONS (RESTRICTED STOCK) VALUE PER SHARE ON
GRANT DATE AWARD TYPE GRANTED PER SHARE GRANT DATE
$SULO 2SWLRQ

6HSWHPEHU 2SWLRQ
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2XU ERDUG Rl GLUHFWRUV JUDQWHG RSWLRQV WR SXUFKDVH FRPPRQ VWRFN RQ WKH DER
VKDUH ,Q HVWDEOLVKLQJ WKLV H[HUFLVH SULFH RXU ERDUG RI GLUHFWRUV FRQVLGHUH
YDOXDWLRQ RI RXU FRPPRQ VWRFN DV RI -DQXDV\ZHOO DV \REBMMF Y\ WYHGDBMORZEMHFWLYH
RSHUDWLRQV DQG PDUNHW FRQGLWLRQV

,Q $XJIXVW EDVHG RQ RXU UHYLHZ RI RYHUDOO PDUNHW FRQGLWLRQV DQGHUVUK L\P SRX
Rl GLUHFWRUV GHWHUPLQHG WKDW D VLJQLILFDQW VKLIW ZDV RFFXUULQJ ZUWWKLQH \CBHE &
XV WR EHJLQ SUHSDUDWLRQ DQG VXEPLVVLRQ RI D FRQILGHQW LIBDOL GH VIO H AWIHVGN X Q @/HL B ]
DQ RUJDQL]DWLRQDO PHHW IHQE H@L BN MREKKWVH HYHQWY LQFUHDVHG WKHIBUR®ED MIFGIQMDUR F
WKHUHIRUH LQ FRQQHFWLRQ ZLWK WKH SUHSDUDWLRQ RI RXU ILQDQFLDO VWDWHPHQWYV
SXUSRVHV DW LQWHULP GDWHY EHWZHHQ WKH FRQWHPSRUDQHRXYV YDOXDWLRQV ZKHUH V
WKH IDLU YDOXH EDVHG RQ PDUNHW FRQGLWLRQV SURJUHVV PDGH LQ RXU GHYHORSPHQ
UHWURVSHFWLYH YDOXDWLRQ ZDV FRPSOHWHG DV RI '"HFHPEHU

&RPPRQ VWRFN YDOXDWLRQ

H KDYH KLVWRULFDOO\ JUDQWHG VWRFN RSWLRQV DW H[HUFLVH SULFHV QRW OHVV WKD
IRU RXU FRPPRQ VWRFN WR GDWH WKH HVWLPDWHG IDLU YDOXH RI RXU FRPH PQ I\ RAN X
FRPSDQ\ ZLWK QR DFWLYH SXEOLF PDUNHW IRU RXU FRPPRQ VWRFN 7KHUHIRUH ZH KDYk
HVWLPDWHG SHU VKDUH IDLU YDOXH Rl RXU FRPPRQ VWRFN DW YDULRXV GDWHV XVLQJ FI
JXLGDQFH RXWOLQHG LQ WKH $PHULFDQ ,QVWLWXWH 9DIOKHDWWLRIQ HR3 3 X EVDW i$ 6 F R X Q\G DIRF
,VVXHG DV &RPSHQUPWLRH SIHOUIRUPHG WKHVH FRQWHPSRUDQHRXVY YDOXDWLRQV DV RI -C
FRQGXFWLQJ WKH FRQWHPSRUDQHRXV YDOXDWLRQV ZH FRQVLGHUHG DOO REMHFWLYH D
FRQGXFWHG LQFOXGLQJ RXU EHVW HVWLPDWH RI RXU EXVLQHVV FRQGLWLRQ SURVSHFW
FRQWHPSRUDQHRXV YDOXDWLRQV SHUIRUPHG D UDQJH RI IDFWRUV DVVXPSWLRQV DQG |

n WKH SULFHV RI RXU SUHIHUUHG VWRFN VROG WR RU N[PBKDQWKC VWVEHNWIHHWRRQYVY LG €
DQG SULYLOHJHV RI RXU SUHIHUUHG VWRFN DV FRPSDUHG WR WKRVH RI RXU FRPPF
VWRFN

n RXU UHVXOWY RI RSHUDWLRQV ILQDQFLDO SRVLWLRQIRQWWKH VWDWXV RI UHVHDI

n WKH FRPSRVLWLRQ RI DQG FKDQJHV WR RXU PDQDJHPHQW WHDP DQG ERDUG RI Gl

n WKH ODFN RI OLTXLGLW\ RI RXU FRPPRQ VWRFN DV D SULYDWH FRPSDQ\

n RXU VWDJH RI GHYHORSPHQW DQG EXVLQHVYV VWUDWHI\ DQG WKH PDWHULDO ULVN\

n WKH DFKLHYHPHQW RI HQWHUSULVH PLOHVWRQHV LQFOXGLQJ HQWHULQJ LQWR FR

n WKH YDOXDWLRQ RI SXEOLFO\ WUDGHG FRPSDQLHYV LQ WKH OLIH VFLHQFHY DQG ELI
DFTXLVLWLRQV RI SHHU FRPSDQLHYV

n DQ\ HIWHUQDO PDUNHWWIRQIGCGWWHRQJVHOVFLHQFHY DQG ELRWHFKQRORJ\ LQGXVWU\ V

n WKH OLNHOLKRRG RI DFKLHYLQJ D OLTXLGLW\ HYHQW IRU WKH KROGHUV RIIRXUQRRHA
VDOH RI RXU BRPBOQRUHYDLOLQJ PDUNHW FRQGLWLRQV

n WKH VWDWH RI WKIHUQQWEDONSXW ORP RLPLODUO\ VLWXDWHG SULYDWHO\ KHOG ELR

n DQ\ UHFHQW FRQWHPSRUDQHRXY YDOXDWLRQV SUHSDUHG E\ RXU ERDUG RI GLUHFYV
LQ WKH 3UDFWLFH $LG
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&RPPRQ VWRFN YDOXDWLRQ PHWKRGRORJLHV

7TKHVH FRQWHPSRUDQHRXVY DQG UHWURVSHFWLYH YDOXDWLRQV GLVFXVVHG EHORZ ZHUH
SUHVFULEHY VHYHUDO YDOXDWLRQ DSSURDFKHV IRU VHWWLQJ WKH YDOXH RI DQ HQWHU¢
PHWKRGRORJLHV IRU DOORFDWLQJ WKH YDOXH HR1JBQHUDPWIDOY XWIHEH WWKRH LWVD\F IR IR FDRQQG VAWIDRJA
DSSO\LQJ WKH PDUNHW DSSURDFK ZH XVHG WKH JXLGHOLQH FRPSDQ\ DQG SUHFHGHQW W
FRPSDQLHV HTXLW\ YDOXDWLRQV DQG FRPSDUDEOH DFTXLVLWLRQ WUDQVDFWLRQV WR H
DSSOLHG WKH GLVFRXQWHG FDVK IORZ PHSWRRE EWVRIGVRQ WKH &RPSDQ\

OHWKRGV XVHG WR DOORFDWH RXU HQWHUSULVH YDOXH RI FODVVHV RI VHFEXULWLHV
,Q DFFRUGDQFH ZLWK WKH 3UDFWLFH $LG ZH FRQVLGHUHG WKH YDULRXV PHWKRGV IRU L
VWRFN WR GHWHUPLQH WKH IDLU YDOXH RI RXU FRPPRQ VWRFN DW HDFK YDOXDWLRQ GD'

&XUUHQW YDOXH PHWKRG

8QGHU WKH FXUUHQW YDOXH PHWKRG RQFH WKH IDLU YDOXH RI WKH HQWHUSULVH LV HV
FRPPRQ VWRFN EDVHG RQ WKHLOL UXHVEHWWRFH VHHWRUQMHY RU FRQYHUVLRQ YDOXHV ZKI

2SWLRQ SULFLQJ PHWKRG
8QGHU WKH RSWLRQ SULFLQJ PHWKRG VKDUHV DUH YDOXHG E\ FUHDWLQJ D VHULHV RI F|
DQG FRQYHUVLRQ WHUPV RI HDFK HTXLW\ FODVYVY 7KH YDOXHV Rl WKH SUHIHUUHG DQG FF

SUREDELOLW\ ZHLJKWHG H[SHFWHG UHWXUQ PHWKRG 3:(50

7KH 3:(50 LV D VFHQDULR EDVHG DQDO\VLVY WKDW HVWLPDWHY WKH YDOXH SHU VKDUH ED
LQYHVWPHQW UHWXUQV FRQVLGHULQJ HDFK RI WKH SRVVLEOH RXWFRPHY DYDLODEOH W

-DQXDU\ FRPPRQ VWRFN YDOXDWLRQ

,Q WKH -DQXDU\ FRQWHPSRUDQHRXYV YDOXDWLRQ ZH XVHG WKH LQFRPH DSSURDFK
PHWKRG WR DOORFDWH WKH YDOXH WR WKH FRPPRQ VWRFN 7KH RSWLRQ SULFLQJ PHWKI
HOQOWHUWSYDWOWXH ZLWK H[HUFLVH SULFHV EDVHG RQ WKH OLTXLGDWLRQ SUHIHUHQFH RI WK
DYDLODEOH IRU GLVWULEXWLRQ WR VWRFNKROGHUYVY H[FHHG WKH YDOXH RI WKH OLTXLGEL
DVVXPLQJ WKH HQWHUSULVH KDV IXQGY DYDLODEOH WR PDNH D OLTXLGDWLRQ SUHIHUHQ
PRGHOHG DV D FDOO RSWLRQ WKDW JLYHV LWV RZQHU WKH ULJKW EXW QRW WKH REOLJD
SULFH ,Q WKH PRGHO WKH H[HUFLVH SULFH LV EDVHG RQ D FRPSDULVRQ ZLWK WKH HQW
FRPSDULVRQ ZLWK D SHU VKDUH VWRFN SULFH 7KXV FRPPRQ VWRFN LV FRQVLGHUHG WR
HTXDO WR WKH UHPDLQLQJ YDOXH LPPHGLDWHO\\BLWBOOWKREBEWUR{HBUHGLYWRRIG HUVWYXKE
D IRUP RI D ODWWLFH PRGHO H J ELQRPLDO ZRXOG EH XVHG WR SULFH WKH FDOO RSW!
VWRFNKROGHU DIJUHHPHQWY XSRQ OLTXLGDWLRQ RI WKH HQWHUSULVH LQFOKKRQQH UWKIR(
DQG FDVK DOORFDWLRQV ,Q DGGLWLRQ WIHKH W HRW KRG LAPLSTOLLFA. DAL RRR Q ¥ HERHHWHW/QW K HD M IR |
WKH YDOXDWLRQ GDWH

,Q DSSO\LQJ WKH LQFRPH DSSURDFK WR GHWHUPLQH RXU HQWHUSULVH YDOXH ZH XWLOL
XWLOL]JHG LQ WKH '&) PHWKRG ZHUH DV IROORZV

n :H SUHSDUHG D ORQJ UDQJH SURMHFWLRQ RI RXU ILQDQFLDO UHVXOWV IRU WKH \H

n :HSUHVHQW YDOXHG WKH SURMHFWHG IXWXUH FDVK IORZ¥&&V RQJ WSKIHU I H @ M \VZHD® |
GHWHUPLQHG E\ FRQVLGHULQJ WKH &DSLWR® $VN HVD SIUW BI0Q5 DVRKS RO BHNGX MHEG-5 W K 6
: $&& Rl WKH WZR PHWKRGRORJLHV
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:H DOORFDWHG WKH HQWHUSULVH YDOXH GHWHUPLQHG E\ WKH '&) PHWKRG E\ XWLOL]LQJ

n

n

8QGHUO\LQJ HTXLW\ YDOXH '"HWHUPLQHG E\ WKH '&) PHWKRG

SRODWLBIWMWAWLPDWHG YRODWLOLW\ EDVHG RQ JXLGHOLQH SXEOLFO\ WUDGHG FRPS
HYHQW

7LPH WR OL T HGMWM\PDWHG D ZHLJKWHG DYHUDJH WLPH WR D VDOH HYHQW RI \H
GHYHORSPHQW HYHQWYV IRU RXU SURGXFW FDQGLGDWHYV

5LVN IUHH LQWHUBWW HUDPVLIHG WKH ULVN IUHH LOWHUHVWHDINWU\ EED.\DHOG ZR &/ KV R HP DL\
WKH HVWLPDWHG WLPH WR D VDOH HYHQW IRU RXU VWRFNKROGHUV

'LVFRXQWYV IRU ODFN RI FRQWURO DQG PDUNHWDELOLW\ 7KH FRPPRQ VWRFN RSWLF
LOWHUHVW LQ BNKRXRFOISQWDO VWUXFWXUH LV FRPSULVHG RI FRPPRQ DQG SUHIHL
E\ WKH KROGHUV RI WKH SUHIHUUHG VWRFN 7KH SUHIHUUHG VWRFN SRVVHVV FHUYV
LQFOXGH EXW DUH QRW OLPLWHG WR GUDJ DORQJ ULJKWV ULJKWV WR DSSRLQW |
$GGLWLRPYDRIOAD QXD U\ ZH EHOLHYHG WKH PRVW OLNHO\ OLTXLGLW\ HYHQW Z
FRPSDQKDUHV RI RXU FRPPRQ VWRFN DUH KLJKO\ LOOLTXLG DQG DV VXFK ZDUUDC
SULFH ,Q DVVHVVLQJ WKH GLVFRXQW ZH XVHG OHJDO JXLGHOLQHV IURP 8 6 WDJ F
IXQGDPHQWDO EXVLQHVV IDFWRUV DQG HPSLULFDO VWXGL AR WRIR BWKWHDBGIHG RXKKCHNGIIR
YDOXH RI D SXW RSWLRQ FRPSDUHG WR WKH YDOXH RI FRPPRQ VWRFAVRVERQ DL AL
SUHIHUUHG VWRFN KDV ULJKWV WKDW RXU FRPPRQ VWRFN GRHV QRW KDYH LQFOX
SURYLVLRQV LQ RXU FHUWLILFDWH RI LQFRUSRUDWLRQ DQG ULJKWV WR SDUWLFLSI
DQG LQIOXHQFH RYHU WKH HQWHUSULVH ZKLFK SURYLGHYL@E& PLOLIWMKQWE KRHWKHW LRI
FRPPRQ VWRFN RSWLRQ KROGHUVY GR QRW FRQWURO $V D UHVXOW RI WKHVH IDFWI
DQG PDUNHWDELOLW\

7KH UHVXOWLQJ YDOXH ZKLFK UHSUHVHQWHG WKH HVWLPDWHG IDLU YDOXH RI RXU FRPP
'"HFHPEHU UHWURVSHFWLYH FRPPRQ VWRFN YDOXDWLRQ

,Q WKH '"HFHPEHU UHWURVSHFWLYH YDOXDWLRQ ZH XVHG WKH LQFRPH DSSURDFK W
DOORFDWH WKH YDOXH WR WKH FRPPRQ VWRFN

,Q DSSO\LQJ WKH LQFRPH DSSURDFK WR GHWHUPLQH RXU HQWHUSULVH YDOXH ZH XWLOL
ZHUH DV IROORZV

n

n

:H SUHSDUHG D ORQJ UDQJH SURMHFWLRQ RI RXU ILQDQFLDO UHVXOWYV IRU WKH \H

:H SUHVHQW YDOXHG WKH SURMHFWH&& RW X USHHBEPWKS A RZWXGHYHDP.LQHG E\ XVLQ

BULFLQJ ORGHOI QWHBUWMKEDSLWDO 5DWH RI 5SHWXUQ 6WX&&HM 7ISIMWUEGRWHRVHG LQR\
YDOXDWLRQ WR DFFRXQW IRU WKH YDULDELOLW\ LQ UHYHQXH SURMHFWLRQV

:H DOORFDWHG WKH HQWHUSULVH YDOXH GHWHUPLQHG E\ WKH '&) PHWKRG E\ XWLOL]JLQJ

n

n

8QGHUO\LQJ HTXLW\ YDOXH '"HWHUPLQHG E\ WKH '&) PHWKRG

9RODWLBLWAWLPDWHG YRODWLOLW\ EDVHG RQ JXLGHOLQH SXEOLFO\ WUDGHG FRPS
HYHQW

7LPH WR OLTH IHOAMWM\PDWHG D ZHLJKWHG DYHUDJH WLPH WR D VDOH HYHQW RI \H
GHYHORSPHQW HYHQWYV IRU RXU SURGXFW FDQGLGDWHYV



Table of Contents

n 5LVN ITUHH LOWHUBWYWW HUDRLIPHG WKH ULVN I[UHH LQWHUHVWHDNWU\ EED.\DHDG ZR @/ KV B HP DLV
WKH HVWLPDWHG WLPH WR D VDOH HYHQW IRU RXU VWRFNKROGHUYV

n 'LVFRXQWYV IRU ODFN RHFSBSNHWBERLOLSWNUFHQW GLVFRXQW IRU ODFN RI PDUNHWDE

7KH HYWLPDWHG SHU VKDUH IDLU YDOXH RI RXU FRPPRQ VWRFN FDOFXODWHG LQ RXU UH"
GHFUHDVHG IURP WKH -DQXDU\ FROQOWHPSRUDQHRXYV YDOXDWLRQ RI SHU VKDUH

n  GHOD\LQ LGHQWLI\LQJ SURGXFW FDQGLGDWHV DQG

n  GHOD\LQ UDLVLQJ RXU QH[W URXQG RI ILQDQFLQJ
$XIXVW FRPPRQ VWRFN YDOXDWLRQ
TKIBXIXVW FRQWHPSRUDQHRXYV YDOXDWLRQ ZDV FRPSOHWHIGFIMMGI B @ -XORD S LW D O7ll
DQG 6HULHV % SUHIHUUHG VWRFN UHYHUVH VSOLW UDWLR ZDV RQH IRU DQG WKH FRPP
YDOXDWLRQ ZH XWLOL]JHG WKH K\EULG PHWKRG WR X6 BHWRORU PIORAPHRD IV S\SRUFRD FaSHHWE L WLKE
DQG JXLGHOLQH LQUWQD & SXEVYDFWRLRQV DQG D WKLUG VFHQDULR QDPHO\ VDOH EHORZ
VWRFN WR HVWLPDWH WK, WNMLOH JRQBRXWKHTXHRAHQW WUDQVDFWLRQV PHWKRG ZH XWLOL
YDOXH ZKLFK ZDV FRQVLVWHQW ZLWK WKH SULFH SDLG IRU WKH 6HULHV & SUHIHUUHG V\
RIHULQJ VFHQDULR ZH DVVXPHG DOO RI RXU SUHIHUUHG VWRFN ZRXOG FRQMHU®WJ LVQWRQ ¥
PHWKRG 8QGHU WKH VDOH EHORZ WKH OLTXLGDWLRQ SUHIHUHQFH VFHQDULR WKHUH LV
SUREDELOLW\ ZHLJKWLQJV WR WKH YDULRXV PHWKRGRORJLHVY EDVHG XSRQ RXU DVVHVVFP
RIHULQJ RU WKH VDOH EHORZ WKH OLTXLGDWLRQ SUHIHUHQFH RI RXU FRPPRQ VWRFN

YRU WKH FRQWHPSRUDQHRXVY YDOXDWLRQ DW $XJXVW ZH XVHG WKH UHFHQMQWBEHQ
GHWHUPLQH WKH YDOXH RI RXU HTXLW\ XQ G HIWH WLKH WFE K PHILRW U7 BB GJ HO H W WD\WU UTXE\ODFW
RXU YDOXH XQGHU D SRVVLEOH WUDGH VDOH WUD®VDBW IPRIQV KIREGG Z\I K HX ¥ ¥ IGG W @ LIEQHWILL@ IDWAM
SRWHQWLDO LIHUNIQUOVEXBDOURRI7KHUH LV QR YDOXH DOORFDWHG WR WKH FRPPRQ VWRF
VSHFLILF IDFWV DQG FLUFXPVWDQFHV FRQVLGHUHG E\ RXU ERDUG Rl GLUHFWRUV LQ DVV
IROORZLQJ WDEOH

SALES BELOW

AUGUST 31, 2013 INITIAL PUBLIC OPTION PRICING LIQUIDATION
MAJOR ASSUMPTIONS OFFERING MODEL PREFERENCE
BUREDELOLW\ RI VFHQDULR

'LVFRXQW IRU PDUNHWDELOLW\ 13
7LPHOLQH WR OLTXLGLW\ \HDUV \HDUV 19
'LVFRXQW UDWH FRPPRQ VWRFN 1% 193

(VWLPDWHG SHU VKDUH IDLU YDOXH RI FRPPRQ VWRFEN EHIRUH
GLVFRXQWYV

,Q DSSO\LQJ WKH PDUNHW DSSURDFK WR HVWLPDWH RXU IMWXQH HRWHWBSHQ D HLRD MX/HGHWQ
DVVXPHG WKDW D OLTXLGLW\ HYHQW ZRXOG RFFXU LQ \HDUV *LYHQ RXU GHYHORSPHC
VHOHFWHG HQWHUSULVH YDIODUH QD WK DQLRKR ZDY EPEEIGF R} W KH WUH PRQRNHMW GW WDOI B &
EHWZHHQ WKH ORZ DQG WKH WK SHUFHQWLOH RI WKH REVHUYHG UDQJH 7KH VHOHFWHC
FDSLWDO UDLVHG GHSWK RI SURGXFW FDQGLGDWHY DQG QXPEHU RI SDUWQHUY R L SW UDJX



Table of Contents

,Q DSSO\LQJ WKH PDUNHW DSSURDFK WR HVWLPDWH RXU DJJUHJDWH IXWXUH HQWHUSULV
SUHYLRXWOADY DVVXPHG WKDW D OLTXLGLW\ HYHQW ZRXOG RFFXU LQ \HDUV 7KH VHO
VFHQDULR ZDV EDVHG RQ WKH -XO\ 6HULHWE QY H VHNJRIUN\G SDALBFN ILBQ MKIDIUH IRU
WKLV ILQDH) RV@IL WKH EDFN VROYH PHWKRG WR GHWHUPLQH RXU HTXLW\ YDOXH

$V SUHYLRXVO\ QRWHG XQGHU WKH VDOH EHORZ OLTXLGDWLRQ SUHIHUHQFH VFHQDULR \

:H DSSOLHG D GLVFRXQW IRU ODFN Rl PDUNHWDELOLW\ Rl WHE& WBHUFBQ® MSNVEL RO G \$HALFK
UHVSHFWHYDMOAHVVHG WKH SUREDELOLWLHVY Rl HDFK WUDQVDFWLRQ DQG CHVMLQYD MEHM) D US
SHUFHQW WR WKH RSWLRQ SULFLQJ PRGHO VFHQDULR DQG WHQ SHUFHQW WR WKH VDOH
GHYHORSPHQW SLSHOLQH DQG PDUNHW FRQGLWLRQV 7KH UHVXOWLQJ YDOXH ZKLFK UHES

ZDV SHU VKDUH
7KH HVYWLPDWHG SHU VKDUH IDLU YDOXH RI RXU FRPPRQ VWRFN FDOFXODWHG LQ RXU YD
'"HFHPEHU YDOXDWLRQ RI SHU VKDUH SULPDULO\ GXH WR WKH IROORZLQJ IDFW

n  GHOD\LQ LGHQWLI\LQJ SURGXFW FDQGLGDWHYV
n  GHFOLQH LQ WKH VWUHQJWK RI SULYDWH FRPSDQ\ HTXLW\ PDUNHWV DQG
n WKH SXUFKDVH SULFH SHU VKDUH RI RXU 6HULHV & SUHIHUUHG VWRFN LQ D URXQC

,QLWLDO SKEDQF RI
,Q FRQVXOWDWLRQ ZLWK WHKHW®GH 7 BUG MMMV PIRYUHEG KKK HR HV W LIR D MGHIG B WVAHVUIRQIHKI R Q
WKLV SURVSHFWXV 7KH PLGSRLQW RI WKH SULFH UDQJH LV SHU VKDUH ,Q FRPSDI
SHU VKDUH DV RI $XJHV@QRWH WKDW DV LV W\SHERQJM) WEHM.\D\OLSOMHE FUWILE H LDWQ QR WR
XVLQJ D IRUPDO GHWHUPLQDWLRQ RI IDLU YDOXH EXW ZDV GHWHUPLQHG E\ QHJRWLDWLR
FRQVLGHUHG LQ VHWWLQJ WKLV UDQJH ZHUH WKH IROORZLQJ

n DQ DQDO\VLV Rl WKH W\SLFDO YDOXDWLRQ IHDQOHV VRIH G RRSDBEH QW Q ®RXW LIDDG XX E

n  WKH JHQHUDO FRQGLWLRQ RI WKH VHFXULWLHY PDUNHWYV D QSXW®& HF QKN FHODAG R G UANRH
JHQHUDOO\ FRPSDUDEOH FRPSDQLHYV

n DQ DVVXPSWLRQ WKDW WKHUH ZRXOG EH D UHFHSWLYH SXEOLF WUDGLQJ PDUNHW

n DQ DVVXPSWLRQ WKDW IWKIHHLHVNZEBNRPBOQEHIRKIRXU FRPPREWWRMN WR H/ X & BR B RQDNH F
SURVSHFWXYV

7KH PLGSRLQW RI WKH HVWLPDWHG GU UFHHOHFQUH DRWL WKLY FADIQW LQFUH DB JRKWHU WKH HR

SHU VKDUH ,QYHVWRUV VKRXOG EHHDZOG H RF RVIQLL HGWIK D W I\W K HQSIUILW H Q) BIQRH VIR & IWR
YXUWKHWHVWRUYV DUH FDXWLRQHG QRW WR SODFH XQGXH UHOLDQFH RQ WKH YDOXDWLRC
H EHOLHYH WH®FGLPD\ EH GXH WR WKH IROORZLQJ IDFWRUYV

n 7KH FRQWHPSRUDQHRXV YDOXDWLRQ SUHSDUHG DV RI $XJXVW FRQWDLQHI P
ZLWK DQ DQWLFLSDWHG FRPSOHWLRQ GDWH RI ODUFK WR ZKLFK ZH DWKRHQHG I
FROQVLGHUDMIURI@QWRIVGFIHQDULRY DFFRXQWYV |RH WRPHH EEXW @ R WQ DWW IOH RILL @LRVE U @F K5 XOEXC
YDOXDWLRQ DV RI $XJIXVW
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n ,PSURYHG FDSLWDO PDUNHW FRQGLWLR®@W IRYLERBFBHIGLEV 0L @ HRAHHQ MQ GX MWDV BIL IQQ
VXFK FRPSDQLHV DQG LQ IWHKHQLQY W OMWIREDLRIRVXFK FRPSDQLHV FRPSDUHG WR W
SXEOLHFURRQJ HTXLW\ ILQDQFLQJ

n 7KH LQUWUDQJRSULFH UDQJH QHFHVVDIHLA\QD VRIX\P IRV FXKID\M GV KOL 8 XREOLF PDUNHW IRL
FUHDWHG DQG WKDW RXU SUHIHUUHG VWRFN KDV FRQY HUMWHMG QQW®RGF RPPKHRIDH VRVURF |
PDUNHWDELOLW\ RU LOOLTXLGLW\ GLVFRXQWYV DVVRFLDWHGLOLW KV WH N X\BLHRULIGRIU RWL
Rl RXU SUHIHUUHG VWRFN DQG WKH DOWHUQDWLYH VFHQDULRY FRQVLGHUHG LQ W|
$XIXVW YDOXDWLRQ LQFOXGHG DQ LOOLTXLGLW\ GLVFRXQWHRILW Bl @ @& (RFEHADLY
PRGHO VFHQDULRY UHVSHFWLYHO\

n  ,Q WKH SXEOLF PDUNHWV ZH EHOLHYH WKHUH DUH LQYHVWRUV ZKR PD\ DSSO\ PRU
FOLQLFDO DVVHWY WKDQ WKH YDOXDWLRQ PHWKRGV DSSOLHG LQ RXU YDOXDWLRQ
$V GHVFULEHG DERYH DV I XIWWDGNVB FRBEBDIXDQWLWDWLYH PHWKRGRORJ\ WR GHW
DQG WKLV PHWKRBRIQWRRA WKIH PHWKRGRORJ\ XVHG WR GHWHUP LIGH MQJUH HVHW HF DM P |
UDQJH IRUHWKQY RDV QRW GHULYHG XVLQJ D IRUPDO GHWHUPLQDWLRQ RI IDLU YDO
DQG WKH XQGHUZULWWWW HE VBIDRDWHXODDLU YDOXH RI RXU FRPPRQ VWRFN DV RI $
HVWLPDWHG SULFHIHDRQH IRU WKLV RI

n 7KH SULFH WKDW LQYHVWRUV HIH @QLOIRIQ Z KR KS WKHQSWKEN BDQJH LV LQWHQGHG \
DFFRXQW RWKHU WKLQJV WKDW KDYH QRW EHHQ H[SUHVVO\ FRQVLGHUHG LQ RXU S
PRGHOV DUH QRW DEOH WR TXDQWLI\

,QYHVWRUYVY VKRXOG EH FDXWLRQHG WKDW WKH PLGSRLQW Rl WKH SULFH UDQJH VHW IRU'
YDOXH RI RXU FRPPRQ VWRFN EXW UDWKHU BHL®HFGOWHWHMHY HMWLGE D @ HF RQ WXKCHVRIWLRQ ZLW

7KHUH DUH VLJQLILFDQW MXGJPHQWY DQG HVWLPDWHV LQKHUHQW LQ WKH GHWHUPLQDW
DVVXPSWLRQV UHJDUGLQJ RXU IXWXUH SHUIRUPDQFH LQFOXGLQJ WKH VXFFHVVIXO HQUF
GHWHUPLQDWLRQ RI WKH DSSURSULDWH YDBWYB@\WRI)NVFKWNKRGRQVI RXWKN® RPIGHEDMHG FRF
EHHQMUWHQW 7KH IRUHJRLQJ YDOXDWLRQ PHWKRGRORJLHVY DUH QRW WKH RQO\ PHWKRGR
VWRFN RQAHWIRUVLRIFR®P FOMYWRW: PDNH DVVXUDQFHV DV WR DQ\ SDUWLFXODU YDQXBWWR
FDXWLRQHG QRW WR SODFH XQGXH UHOLDQFH RQ WKH IRUHJRLQJ YDOXDWLRQ PHWKRGR(
(PHUJLQJ JURZWK FRPSDQ\ VWDWXYV

,Q $SULO WKH -XPSVWDUW 2XU %XVLQHVV 6WDUWXS $FW -2%6 $FW ZDV HQDFWHG E\
WKDW DQ HPHUJLQJ JURZWK FRPSDQ\ FDQ WDNH DGYDQWDJH Rl WKH H{[WHQGHG WUDQVLYV
7KXV DQ HPHUJLQJ JURZWK FRPSDQ\ FDQ GHOD\ WKH DGRSWLRQ Rl FHUWDLQ DFFRXQWLC
FRPSDQLHWDYH LUUHYRFDEO\ HOHFWHG QRW WR DYDLO RXUVHOYHV Rl WKLV H[WHQGHG
DFFRXQWLQJ VWDQGDUGY RQ WKH UHOHYDQW GDWHV RQ ZKLFK DGRSWLRQ RI VXFK VWDQ
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Results of Operations

&RPSDULVRQ RI WKH VL[ PRQWKY HQGHG -XQH DQG 8QDXGLWHG

7KH IROORZLQJ WDEOH VXPPDUL]HVY WKH UHVXOWYVY RI RXU RSHUDWLRQV IRU WKH VL[ PRQ
SHUFHQWDJHV

FOR THE SIX MONTHS ENDED JUNE 30,

2012 2013 INCREASE (DECREASE)

5HYHQXH

2SWLRQ H[HUFLVH IHHV

OXWXDOO\ DJUHHG XSRQ UHVHDUFK
7ZRWDO UHYHQXH
(ISHQVHYV

5HVHDUFK DQG GHYHORSPHQW

*HQHUDO DQG DGPLQLVWUDWLYH
7ZRWDO H[SHQVHV
/RVV IURP RSHUDWLRQYV
2WKHU H[SHQVH
1HW ORVYV
5HYHQXH
H UHFRJQL]HG UHYHQXH RI PLOOLRQ IRU WKH VL[ PRQWKY HQGHG -XQH DQG QF
UHFRJQL]JHG LQ WKH ILUVW VL[ PRQWKV RI UHODWHG WR SRUWLRQV RI DQ RSWLRQ HJ[F

UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZLWK .+. 1R UHYHQXH SURGXFLQ
H GR QRW H[SHFW WR JHQHUDWH DQ\ SURGXFW UHYHQXH IRU WKH IRUHVHHDEOH [IXW

5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV ZHUH PLOOLRQ IRU WKH VL[ PRQWKY HQGHG
GHFUHDVH RI PLOOLRQ RU SHUFHQW FRPSDUHG WR WKH VDPH SHULRG LQ ZDV S
H[SHQVHY UHVXOWLQJ IURP D UHDO LJDPEH O@W D PG QO ICRE \& HFQ HRD WHVDQ VSHQGLQJ RQ UHV
PROHFXOHV DQG GHOLYHU\ WHFKQRORJVHW EKIDFK ZPUB ERRDKLYFWW DY E CL\QR'1&5 0 SUR
QDWXUDO VKLIW RI UHVRXUFHV IURP RXU FRPSOHWHG (Q&RUH SODWIRUP WRZDUGV LQFU}
H[SHFW WR FRPPHQHAHHL®HFW RXU UHVHDUFK DQG GHYHORSPHQW H[SHQVHV WR LQFUHDVF
GHYHORSPHQW SURJUDPV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV ZHUH PLOOLRQ IRU WKH VL[ PRQWKY HQG#
GHFUHDVH RI PLOOLRQ RU SHUFHQW FRPSDUHG WR WKH VDPH SHULRG LQ UHVX(
H[SHQVHVH[SHFW JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV WR LQFUHDVH LQ WKH IXWX
FRVWV DVVRFLDWHG ZLWK EHLQJ D SXEOLFO\ WUDGHG FRPSDQ\

2WKHU H[SHQVH

2WKHU H[SHQVH ZDV PLOOLRQ IRU WKH VL[ PRQWKY HQGHG -XQH DQG PLOOL
RU SHUFHQW FRPSDUHG WR WKH VDPH SHULRG LQ ZDV SULPDULO\ GXH WR WKH GHF
WR WKH VDPH SHULRG LQ IAKHW KE ¥ DY FSHDAWAKLLDHIPG\QRY R1 WKH Z D USUD Q @/ \6 HHJ H H ¥ L% [CSEUGHH +
GHFUHDVH LQ LQWHUHVW H[SHQVH ZDV GXH WR D GHFUHDVH LQ WKH +HUFXOHV ORDQ ED(
H H[SHFW LQWHUHVW H[SHQVH WR FRQWLQXH WR GHFUHDVH FRPPHQVXUDWH ZLWK GHFU
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ORDQ SULQFLSOH EDODQFH RXWVWDQGLQJ RQ ZKLFK ZH LQWHQG WR FRQWLQXH WR PDN
IXOO LQ -DQXDU\
&RPSDULVRQ RI WKH \HDU HQGHG 'HFHPEHU DQG

7KH IROORZLQJ WDEOH VXPPDUL]J]HV WKH UHVXOWY RI RXU RSHUDWLRQV IRU WKH \HDUV H
SHUFHQWDJHV

FOR THE YEAR ENDED DECEMBER 31,

2011 2012 INCREASE (DECREASE)

5HYHQXH

/LFHQVH IHH DQG UHVHDUFK IXQGLQJ

2SWLRQ H[HUFLVH IHHV

OXWXDOO\ DJUHHG XSRQ UHVHDUFK

3UHFOLQLFDO SD\PHQWYV
7RWDO UHYHQXH
([SHQVHV

5HVHDUFK DQG GHYHORSPHQW

*HQHUDO DQG DGPLQLVWUDWLYH
7RWDO H[SHQVHV
/RVV IURP RSHUDWLRQV
2WKHU H[SHQVH
1HW ORVV
5HYHQXH
:H UHFRJQL]JHG UHYHQXH RI PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU RWD® QG YHQR
\HDUV UHODWHYV WR SD\PHQWV UHFHLYHG XQGHU RXU UHVHDUFK FROODERUDWLRQ DQG O
UHFRJQL]HG LQ UHODWHG WR UHYHQXH HDUQHG RYHU WKH RULJLQDO WHUP RI WKH FF
H[HUFLVH IHHV UHVXOWHG IURP LQFUHDVHV LQ WKH VFRSH RI UHVHDUFK E\ .+. 2SWLRQ F
E\ XV RI PLOOLRQ LQ ZDV UHFRJQL]JHG ZKHQ HDUQHG 7KH WZR SUHFOLQLFDO SD\P
WKH VDWLVIDFWLRQ RI FHUWDLQ SUHFOLQLFDO GHYHORSPHQW FULWHULD WKDW ZHUH VL
7KH GHFUHDVH RI PLOOLRQ RU SHUFHQW ZDV SULPDULO\ GXH WR UHGXFWLRQV LQ
RSWLRQ H[HUFLVH IHHV Rl D QHW PILCHON. FEQ WZKKH. FSKU E A0 HQE B D W LAOHOYAHORRSPHQW SD\PHQ

PLOOLRQ DQG D VPDOO LQFUHDVH LQ PXWXDOO\ DJUHHG XSRQ UHVHDUFK UHYHQXH RI

5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV ZHUH PLOOLRQ IRU WKH \HDU HQGHG 'HFHP!
7KH LQFUHDVH RI PLOOLRQ RU SHUFHQW ZDV SULPDULO\ GXH WR D PLOOLRQ LQ
GHYHORSPHQW DFWLYLWLHY LQ SUHSDUDWLRQ IRU D FOLQLFDO®HMWIED®O SO DRLMHOG RWR GHRW
LQGLUHFW UHVHDUFK DQG GHYHORSPHQW H[SHQVHV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV ZHUH PLOOLRQ IRU WKH \HDU HQGHG 'HFH
GHFUHDVH RI PLOOLRQ RU SHUFHQW ZDV SULPDULO\ GXH WR D GHARUMHEYH Q QL @ KWHI
UHODWHG H[SHQVHV RI PLOOLRQ
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2WKHU H[SHQVH

,QWHUHVW DQG RWKHU LQFRPH ZHUH DSSUR[LPDWHO\ PLOOLRQ IRU WKH \HDU HQGHG
7KH GHFUHDVH RI PLOOLRQ RU SHUFHQW FRPSDUHG WR WKH VDPH SHULRG LQ ZC
JUHDWHU GHFUHDVH LQ WKH IDLU PDUNHW YDOXH RI WKH ZDUUDQWYV IRU 6HULHV $ SUHIH
WR PLOOLRQ LQ 7KLV LQFRWHEY DY $QEWHDYB\LRI LQWHUHVW H[SHQVH RI PLOOL
PLOOLRQ LQFUHDVH LQ WKH +HUFXOHV ORDQ EDODQFH RXWVWDQGLQJ LQ WKH IRXUWK TX

Liquidity and Capital Resources

6LQFH RXU LQFHSWLRQ DQG WKURXJK -XQH ZH KDYH UDLVHG DQ DJJUHJDWH RI

IURP WKH VDOH RI SUHIHUUHG VWRFN DQG FRQYHUWLEOH GHEW VHFXULWLHV PLOOL
PLOOLRQ ZDV IURP D IHGHUDO JRYHUQPHQW JUDQW IRU RXU 4XDOLI\LQJ 7KHUDSHXWLF 'L
ERUURZLQJV XQGHU D VHFXUHG WHIFK P FORDX DQRP3 +HBEROHRQ? ZDV IURP EULGJH ORDQ ILQ
FDVK DQG FDVK HTXLYDOHQWYV ZHUH PLOOLRQ DQG ZH DOVR KDG PLOOLRQ LQ UHV'

,Q -XQH ZH HQWHUHG LQWR DQ DPHQGPHQW WR RXU RULJLQGLFX QRORI D @ G WEXFOXHIN WS |
ZKLFK ZH DUH HQWLWOHG WR ERUURZ D WHUP ORDQ LQ WKH SULQFLSDO DPRXQW RI XS W

SHUFHQW RU WKH VXP RI SHUFHQW SO XV DVDKOH 6 SVULHPHHWU ERAXH G X @ CPLVGOAVG R Q STHKU-
SHUFHQW SHU DQQXP ZKLFK LQWHUHVW LV FRPSXWHG GDLO\ EDVHG RQ WKH DFWXDO QX|
SULQFLSDO DPRXQW LV SD\DEOH LQ HTXDO PRQWKO\ LQVWDOOPH@MWM EDWI® +GUBS0HY |
LQ FHUWDLQ RI RXU DVVHWVY ,Q FRQQHFWLRQ ZLWK WKH ORDQ DQG VHFXULW\ DJUHHPHQ

VKDUHV Rl 6FUHIHHWBHG VWRFN DQG VKDUHV RI 6HULH/D®BKSDMHU K D QMG K\DW RIFQI HY H Y S1HV
VKDUH

,Q DGGLWLRQ WR RXU H[LVWLQJ FDVK DQG FDVK HTXLYDOHQWY IRU HDFK SURGXFW FDQC
.+. ZH DUH HQWLWOHG WR UHFHLYH XS WR PLOOLRQ LQ FOLQLFDO UHJIJXODWRU\ DQ(
VXFK SURGXFW FDQGLGDWH $V RI -XQH .+. KDV SDLG XV PLOOLRQ UHODWHG W
WKHVH PLOHVWRQH SD\PHQWY DQG WKH WLPLQJ RI DFKLHYLQJ WKHVH PLOHVWRQHV LV G
UHJXODWRU\ DFWLYLWLHY DQG LV XQFHUWDLQ DW WKLV WLPH 2XU ULJKW WR UHFHLYH W
FRPPLWWHG HWHUQDO VRXUFH RI IXQGYV

,Q -XO0\ ZH FORVHG RQ RXU 6HULHV & SUHIHUUHG VWRFN ILQDQFLQJ DQG LVVXHG
PLOOLRQ DQG LVVXHG VKDUHV Rl 6HULHV & SUHIHUUHG VWRFN LQ VDWLVIDFWLF

&DVK IORZV

$V RI -XQH ZH KDG PLOOLRQ LQ FDVK DQG FDVK HTXLYDOHQWYV DQG PLOOLR

7KH LQGHEWHGQHVV LQFOXGHYV PLOOLRQ LQ DJJUHJDWH SULQFLSDO DPRXQW XQGHU F
GLVFXVVHG DERYH WKH PLOOLRQ WHUP ORDQ ZDV SDLG LQ IXO0O WKURXJK WKH LVVXI
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7KH IROORZLQJ WDEOH VKRZV D VXPPDU\ RI RXU FDVK IORZV IRU WKH \HDUV HQGHG 'HFHF

DQG LQ WKRXVDQGV
FOR THE YEAR ENDED FOR THE SIX MONTHS
DECEMBER 31, ENDED JUNE 30,
2011 2012 2012 2013

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHYV
1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV
1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ DFWLYLWLHYV
'"HFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

2SHUDWLQJ DFWLYLWLHYV

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV ZDV PLOOLRQ DQG PLOOLRQ IRU WKH
XVHG LQ RSHUDWLQJ DFWLYLWLHV RI PLOOLRQ ZDV SULPDULO\ GXH WR D GHFUHDVH L
FRPSDUHG WR WKH ILUVW VL[ PRQWKYV RI UHODWHG WR D SUHFOLQLFDO SD\PHQW HDU
1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV ZDV PLOOLRQ DQG PLOOLRQ IRU WKF
XVHG LQ RSHUDWLQJ DFWLYLWLHV RI PLOOLRQ ZDV SULPDULO\ GXH WR DQ LQFUHDVH
UHVHDUFK DQG OLFHQVH DJUHHPHQW UHFHLYDEOH FRPSDUHG WR 7KH LQFUHDVH LQ ¢
DQ LQFUHDVH LQ UHVHDUFK DQG GHYHORSPHQW VSHQGLQJ RQ '&5 0 ERWK GLVFXVVHG
UHFHLYDEOH UHODWHG SULPDULO\ WR D SUHFOLQLFDO SD\PHQW RI PLOOLRQ HDUQHG

,QYHVWLQJ DFWLYLWLHV

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV IRU WKH SHULRGY SUHVHQWHG UHODWHYV HC
HTXLSPHQW 1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV IRU WKH VL[ PRQWKY HQGHG -X

LOQYHVWLQJ DFWLYLWLHV IRU WKH VL[ PRQWKY HQGHG -XQH 1HW FDVK XVHG LQ LQ
ZDV PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\

JLOQDQFLQJ DFWLYLWLHYV

1HW FDVK XVHG LQ ILQDQFLQJ DFWLYLWLHV RI PLOOLRQ IRU WKH VL[ PRQWKY HQGHG
1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV RI PLOOLRQ IRU WKH VL[ PRQWKV HQ
BHULHV & EULGJH ORDQ DQG UHODWHG 6H UIVHW&EZ D U U P IQAOL RAK RA KU H\ B\P WY WD/OR® RUKH -
1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV RI PLOOLRQ IRU WKH \HDU HQGHG 'HF
IURP DQ DPHQGPHQW WR LQFUHDVH RXU ERUURZLQJV XQGHW PAKH +PUGEDRIY RRDS ZWPLHG
FDVK XVHG LQ ILQDQFLQJ DFWLYLWLHV RI PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU

)XQGLQJ UHTXLUHPHQWYV

H H[SHFW WKDW RXU SULPDU\ XVHV Rl FDSLWDO ZLOO FRQWLQXH WR EH WKLUG SDUW\ F
H[SHQVHY ODERUDWRU\ DQG UHODWHG VXSSOLHV OHJDO DQG RW KHEHODHHYAD W R D W HYKH
SURFHHGV |UIRIR MXKLWRIIHWKHU ZLWK RXU H[LVWLQJ FDVK DQG FDVK HTXLYDOHQWYV DV R
IURP WKH LVVXDQFH RI 6HULHV & SUHIHUUHG VWRFEN LQ -XO\ EXW H[FOXGLQJ DQ\ SRW
VXLFLHQW WR PHHW RXU DQWLFLSDWHG FDVK WHT RDU WM @ WWHWKALRMXWKRQDO+RRBYWD O |F
H[LVWLQJ SURGXFW FDQGLGDWHY DQG PD\ DOVR QHHG WR UDLVH DGGLWLRQDO IXQGV VR
FDQGLGDWHYV
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2XU IRUHFDVW RI WKH SHULRG RI WLPH WKURXJK ZKLFK RXU ILQDQFLDO UHVRXUFHV ZLOC
WKDW LQYROYHV ULVNV DQG XQFHUWDLQWLHY DQG DFWXDO UHVXOW\KBRNED YIDE \WHKLW K
DVVXPSWLRQV WKDW PD\ SURYH WR EH ZURQJ DQG ZH FRXOG XWLOL]H RXU DYDLODEOH F
UHTXLUHPHQWRAXDWHWR. IRUHFDVW DQG ZLOO GHSHQG RQ PDQ\ IDFWRUV LQFOXGLQJ

n  WKH UHFHLSW RI PLOHVWRQH SD\PHQWYV XQGHU RXU UHVHDUFK FROODERUDWLRQ D
n  WKH WHUPV DQG WLPLQJ RI DQ\ RWKHU FROODERUDWLRQ OLFHQVLQJ DQG RWKHU I
n  WKH LQLWLDWLRQ SURJUHVV WLPLQJ DQG FRPSOHWLRQ Rl SUHFOLQLFDO VWXGLH
n  WKH QXPEHU DQG FKDUDFWHULVWLFV Rl SURGXFW FDQGLGDWHY WKDW ZH SXUVXH
n WKH SURJUHVV FRVWV DQG UHVXOWYV RI RXU SUHFOLQLFDO VWXGLHV DQG FOLQLFI
n  WKH RXWFRPH WLPLQJ DQG FRVW RI UHJXODWRU\ DSSURYDOV

n  GHOD\V WKDW PD\ EH FDXVHG E\ FKDQJLQJ UHJXODWRU\ UHTXLUHPHQWYV

n  WKH FRVW DQG WLPLQJ RI KLULQJ QHZ HPSOR\HHV WR VXSSRUW RXU FRQWLQXHG J
n  WKH FRVWV LQYROYHG LQ ILOLQJ DQG SURVHFXWLQJ SDWHQW DSSOLFDWLRQV DQG
n WKH FRVWV RI ILOLQJ DQG SURVHFXWLQJ LQWHOOHFWXDO SURSHUW\ ULJKWV DQG |
n WKH FRVWV DQG WLPLQJ RI SURFXULQJ FOLQLFDO DQG FRPPHUFLDO VXSSOLHV RI R
n WKH HWHQW WR ZKLFK ZH DFTXLUH RU LQ OLFHQVH RWKHU SURGXFW FDQGLGDWHV
n  WKH HWHQW WR ZKLFK ZH DFTXLUH RU LQYHVW LQ RWKHU EXVLQHVVHV SURGXFW

30HDVH VHH WKH VHFWLRQ WLWOHG 5LVN )DFWRUV HOVHZKHUH LQ WKLV SURVSHFWXYV |

8QWLO VXFK WEZPHIHQHYBHWH SURGXFW UHYHQXH ZH H[SHFW WR ILQDQFH RXU FDVK QHHG
RIHULQJY GHEW ILQDQFLQJY DQG UHVHDUFK FRGOPER BB WIQDE O GV R LLFIHLQAHH FIDELMHPG @ W
DUUDQJHPHQWY ZKHQ QHHGHG RU RQ IDYRUDEOH WHUPV RU DW DOO 2XU IDLOXUH WR UL
ZRXOG KDYH D QHJDWLYH LPSDFW RQ RXU ILQDQFLDO FRQGLWLRQ DQG RXU DELOLW\ WR

Contractual Obligations and Commitments
7KH IROORZLQJ LV D VXPPDU\ RI RXU VLIJQLILFDQW FRQWUDFWXDO REOLJDWLRQV DV RI 'H

PAYMENTS DUE BY PERIOD

MORE THAN MORE THAN
LESS THAN 1YEAR AND 3 YEARS AND MORE THAN
CONTRACTUAL OBLIGATIONS TOTAL 1YEAR LESS THAN 3 LESS THAN 5 5 YEARS

6KRUW DQG ORQJ WHUP GHEW REOLJDWLRQV

,QWHUHVW RQ VKRUW DQG ORQJ WHUP GHEW REOLJDWLRQV
2SHUDWLQJ OHDVH REOLJDWLRQV

TRWDO

6KRUW DQG ORQJ WHUP GHEW REOLJDWLRQV UHODWH WR SULQFLSDO SD\PHQWYV GXH RQ RXU RXWVWDQGLQJ VHF
BURMHFWHG HVWLPDWHG LQWHUHVW SD\PHQWY GXH RQ RXU RXWVWDQGLQJ VHFXUHG WHUP ORDQ

)XWXUH PLQLPXP OHDVH SD\PHQWYV XQGHU RXU QRQ FDQEHRS MECEH CROSEHIW\B VALY R 8¢ DO/IHV MROUF IRXWH XY MW VR | DV D P
RQ 1RYHPEHU ZLWK DQ DYHUDJH UHQW RI DSSUR[LPDWHO\ SHU PRQWK
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:H DOVR KDYH REOLJDWLRQV WR PDNH IXWXUH SD\PHQWV WR &2+ WKDW EHFRPH GXH DQC
DQG FRPPHUFLDO MHLRBYWRRMNLQFOXGHG WKHVH FRPPLWPHQWY RQ RXU EDODQFH VKHHVW
WLPLQJ RI WKHVH PLOHVWRQHV LV QRW SUREDEOH DQG HVWLPDWDEOH IRU DFFRXQWLQJ

Off-balance Sheet Arrangements

:H GLG QRW KDYH GXULQJ WKH SHULRGYV SUHVHQW HED 0D N/ IGHRH@VR VU 500U H @ WQW K D B M
UHJXODWLRQV Rl WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ

Quantitative and Qualitative Disclosure About Market Risk

7KH SULPDU\ REMHFWLYHV RI RXU LQYHVWPHQW DFWLYLWLHY DUH WR HQVXUH OLTXLGLW
ZH UHFHLYH IURP RXU PDUNHWDEOH VHFXULWLHV ZLWKRXW VLJQLILFDQWO\ LQFUHDVLQJ
UHODWHG WR FKDQJHV LQ LQWHUHVW UDWHV $V RI '"HFHPEHU DQG DQG DV RI ->
PLOOLRQ DQG PLOOERQVUWWBEFWRLYDHOLQWHUHVW EHDULQJ PRQH\ PDUNHW DFFRXQW
VHQVLWIKLIFWA\HZWHG E\ FKDQJHV LQ WKH JHQHUDO OHYHO RI 8 6 LQWHUHVW UDWHV 'XH
ORZ ULVN SURILOH Rl RXU LQYHVWPHQWY DQ LPPHGLDWH EDVLV SRIHPW FR® QXKH LIQ LY
RI RXU FDVK HTRLIID@ODHPQYWVWEKH ULVN LQ WKH IXWXUH ZH LQWHQG WR PDLQWDLQ RXU SR
YDULHW\ RI VHFXULWLHV LQF®R®HIPPRANMHW FXOGVSDRYBMUQPHQW DQG QRQ JRYHUQPHQV

Segment Reporting

:H YLHZ RXU RSHUDWLRQV DQG PDQDJH RXU EXVLQHVV DN VRIQH MK DRHQ WHYHKORIKS RN QWK R |
51$L WHFKQRORJ\ SODWIRUP
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BUSINESS

Overview

:H DUH D ELRSKDUPDFHXWLFDO FRPSDQ\ IRFXVHG RQ WKH GLVFRYHU\ DQG GHYHORSPHQV
OLYHU DQG IRU FDQFHUV WKDWHDRWHHIKQIHWLRRO GUBRS ILLIQHGDUN 518 LOWHUIHUHQFH 518L
LPSURYHV RQ H[LVWLQJ 51$L WHFKQRORJLHVY WR EXLOG D EURDG SLSHOLQH L@HNBKUIN 5 XV
WDUJHWV WKDW KDYH IKEXWRUWRDIOIKRLEEMWQOXFLRJ FRQYHQWLRQDO DSSURDFKHV EXW ZKH
GLVHDVHV DUH ZHOO XQGHUVWRRGWHRGE G\RFE B MORBHIQG FRPPHUFLDOL]H QRYHO WKHUD!
FROODERUDWLRQ ZLWK SKDUPDFHXWLFDO SDUWQHUV ,Q LQGLFDWLRQVLWXFKZB W RHRWD @
VXEVWDQWLDOO\ bOO FRPPHUFLDO ULJKWV LQ NH\ PDUNHWY ,Q RQFRORJ\ DQG RWKHU PI
FDQGLGDWHY ZKLOH VHHNLQJ WR UHWDLQ VLJQLILFDSPW WBLRFBVKIIRYHY SOl UMWKGHH B RIBPW Z R LIDIOR!
GHYHORSPHQW SURJUDPV ZLWK WKH JOREDO SKDUPDFHXWLFDB PBASDMVNINREE WIRNMNRF.HU
ZRUOGZLGH QHW VDOHV IRU WKHVH SURGXFW FDQGLGDWHYV )RU WKH PRUH DGYDQFHG RI
86 IRUDQ HTXDO VKDUH RI WKH SURILWY IURP 8 6 QHW VDOHYV

,Q FKRRVLQJ ZKLFK SURJUDPV WR DGYDQFH ZH DSSO\ VFLHQWLILF FOLQLFDO DQG FRPPI
SODWIRUP DQG PD[LPL]H YDOXHUIRXURPHQD WREBYPRORSPHQW SURJUDPV DUH DV IROORZYV

n DCR-PHL1 for Primary Hyperoxalurial (PH1). : H DUH GHYHORSLQJ '&5 3+ IRU WKH WUHDWPHQW RI "'
3+ E\ WDUJHWLQJ WKH OLYHU PHWDEROLF HQ]J\PH JO\FRODWH R[LGDVH ,Q WKH DQI
LQ WKH OLYHU KDV EHHQ LQDFWLYDWHG WKLV LQDFWLYDWLRQ KDV OHGOMLRWW ®XF
HVWLPDWHG WR SHRSOH ZRUOGZLGH DQG FDXVHV YH YDHQUWL B HSIIDVOHGK ¥ ¥ IDY *
HPSOR\LQJ '&5 3+ LQ D JHQHWLF DQLPDO PRGHO RI 3+ E\ HDUO\ DQG LQWHIQ[GH
WR DQQRXQFH LQLWLDO SURRI RI FRQFHSW FOLQLFDO GDWD LQ PLG WR ODWH

n Other rare inherited diseases involving the liver. : H DUH LQYHVWLJDWLQJ D QXPEHU RI RWKHU UDUH
H[SUHVVHG LQ7TWKWHOLFHOXGH PDSOH V\UXS XULQH GLVHDVH IDPLOLDCSOBKDRLDBQA
GHILFLHQF\ DVVRFLDWHG OLYHU GDPDJH VHYHUH KHPRSKLOLD $ DQG % SDURI[\VPL
,Q HDFK FDVH ZH DUH VHHNLQJ WR WDUJHW D FOHDU XQPHW PHGLFDO QHHG D UHI
SRWHQWLDO RUSKDQ GUXJ GHVLJQDWLRQ DQG WKH SRVVLELOLW\ WR XVH 51$ULEHADWF
DQG ORZ WR[LFLW\

n DCR-M1711 for MYC-related cancers. : H DUH GHYHORSLQJ '&5 0 IRU WKH WUHDWPHQW RI YDU
RQFRJHQH D JHQH WKDW FDXVHV RU SURPRWHY FDQFHU ZKHQ DEQRUPDOO\ H[SUH\
WXPRU W\SHVY DQG WKLV LQFUHDVHG JHQH H[SUHVVLRQ KDV EHHQ VKRZ@BXR &B QM
GDWD LPSOLFDWHYV WKH 0<& RQFRJHQH LQ SURPRWLQJ WXPRUV DQQHRXVHIQVNQRBPHR
DQLPDO PRGHOV RI KXI® MHQSHFrOFWRVLQLWLDWH FOLQLFDO WULDOV IRU '&5 0 LQ W
LQLWLDO SURRI Rl FRQFHSW FOLQIH-DOWIDUNEDWR PQGHW R LODW/H '&5 0 LQ D YDULEF
LV RQ KHSDWRFHOOXODU FDUFLQRPD +&& ZKLFK ZH EHOLHYH UHSUHVHQWYV WR

n Product candidate for KRAS-related cancers in collaboration with KHK. : H DUH GHYHORSLQJ D SURGXFW FDC(C
RQFRJHQH .56 LQ FROODERUDWLRQ ZLWK .+. .5%$6 LV IUHTXHQWO\ PXWDWHG LQ QX
FRORUHFWDO FDQFHU DQGXFKQ.BBEHPWWDOWLRERHNWUDUH DVVRFLDWHG ERWK ZLWK PRUI
UHVLVWDQFH WR FXUUHQW WKHUDSLHV
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$00 RI RXU GUXJ GLVFRYHURD®Y® CDUMHDODR/$FGHRY WKH WKHUDSHXWLF PRGDOLW\ RI 51$L I
VLOHQFLQJ WKH DFWLYLW\ RI D WDUJHWHG JHQH ,Q WKLV ELRORJLFDO SURFHVV FHUWDL
GHVWUXFWLRQ RI WKH PHVVHQJHU 51%$Vv P51%$V Rl WDUJHW JHQHYV FRQWDLQLQJ VHTXHQF
GRXEOH VWUDQGHG 51%$ PROHFXOH 2XU GLVFRYHU\ DSSURDFK LV EDVHG RQ GRXEOH VWU
UHSUHVHQW ZKDW ZH EHOLHYH DUH RSWLPDO VXEVWHDWHIWURWRVNWK KH\WI$LSURSWLBWDQJ H
VXEVWUDWHYV RU 'VL51%V

51$L UHIOHFWV D QHZ DSSURDFK LQ WKH GHYHORSPHQW RI VSHFLILF DQG SRZHU#X®WRUL
WKH SKDUPDFHXWLFDO LQGXVWU\ KDV EURXJKW IRUZDUG WZR FODVVHV RI GUXJV WR VHH
(DFK RI WKHVH GUXJ FODVVHYV KDV EHH@RWK \DWH- PHP VWG +tRZWKHWDWXUH RI WKH WDU
WR PDNH WKHLU ZD\ WR VSHFLILF ELQGLQJ SRFNHWV RI SURWHLQ WDUJHWYV DQG PDQ\ Gl
$QWLERG\ WKHUDSHXWLFV ZKLOH KLJKO\ VXFFHVVIXO DUH OLPLWHG WR HDVLO\ DFFHVYV

51$L IRMUYV WKH SRWHQWLDO WR JR EH\RQG ERWK RI WKHVH WKHUDSHXWLF PRGDOLWLHV D
H[FOXVLYHO\ LQVLGH FHOOV DQG ODFN JRRG VPDOO PROHFXOH ELQGLQJ SRFENHWV 6RPH
EH KLJKO\ DWWUDFWLYH WDUJBWYHMWVYV GXXK BWHYH QPSP 586 KDYH EHHQ VKRZQ WR EH R¢
FDQFHU IRUPDWLRQ LQ ERWK DQLPDO PRXGH @W\R DANKGH KOXUFPDLQWD WIRRZGIWY HRU FRQYHQWLRQDO Wk
EHHQ XQDEOH WR GHYHORS PROHFXOHV WKDW WDUJHW WKHP 7KH\ KDYH EHFRPH ZLGHO\

:H EHOLHYH WKDW 'VL51%$V SURYLGH WKH IROORZLQJ DGYDQWDJHV IRU WULJJHULQJ 51%L
51%L

n We initiate RNAi through the Dicer enzyme. 'VL51%$V DUH VWUXFWXUHG WR EH LGHDO IR W 8HRRHW!L
IRU 51$L LQ WKH KXPDQ FHOO F\WRSODVP 8QOLNH HDUOLHU JHQHUDWLRQ 513%L PR«
SURFHVVLQJ HYHQW 'VL51%$V HQWHU WKH 51%$L SDWKZD\ DW WKLV QDWXUDO LQLWLI
FRUUHFW 51%$ VWUDQG RI WKH 'VL518FZK\LRK W@ AUHBY HPH WKKIHQH VP 7KLV EHQHILW E
'VL51% PROHFXOHYVY UHODWLYH WR RWKHU PROHFXOHV XVHG WR LQGXFH 51%$L DQG H
'VL51%$V FRPSDUHG WR RWKHU 513L LQGXFLQJ PROHFXOHYV

n We use a proprietary delivery system. : H KDYH GHYHORSHG (Q&RUH OLSLG QD QRESDNMLW IHFQWHWAW HDP S
GHOLYHU\ RI RXU 'VL51%V WR OLYHU WLVVXHY DQG WR VROLG WXPRUV 2XU GHOLYF
WR PDQXIDFWXULQJ HQOKO¥PHIHRXBOOMKDW HYHQ DW GRVHV DV ORZ DV uJ NJ ZH FI

SHUFHQW OHYHO ZKLFK ZH EHOLHYH LV IROG WR IROG EHORZ WKH GRVH C

n Our molecules have two conjugation points, allowing for direct delivery. 'XH WR WKH zZD\ WKDW WKH 'LFHU H(
'VL51%$V ZH EHOLHYH RXU PROHFXOHY SURYLGH DGYDQWDJHV IRU WDUJHWHG GHOL
KDYH WZR GLVWLQFW FRQMXJDWLRQ SRLQWYV ZKLFK FDQ EH XVHG WR DWWDFK WDL
GUXJ OLNH SURSHUWLHWY RDWHKH RPROMHMWKHY ERWK FRQMXJDWLRQ SRLQWYV FDQ EH
SURFHVVLQJ E\ WKH "HFBQWIGFILBBW:H WKDW RXU IXWXUH SURGXFW FDQGLGDWHYV ZL
WKH GHOLYHU\ RI RXDUWLBX®HYVYHQWO\ GHYHORSLQJ GHOLYHU\ WHFKQRORJLHV XVLQ.
VXEFXWDQHRXVO\ WR OLYHU WLVVXHV DQG XOWLPDWHO\ WR VROLG WXPRUYV

:H EHOLHYH WKDW ZH KDYH D UREXVW SDWHQW SRUWIROLR GLUHFWHG WR RXU SURSULH'
RZQ WKUHH 8 6 SDWHQWY DQG D VLIQLILFDQW QXPEHU RI SHQGLQJ SDWHQW DSSOLFDWL
GLVFRYHU\ SODWIRUP LQFOXGLQJ RXU SUROSVRHRZIQUQ XFHURX\R S BWXHMHWW DSSOLFDWLRQV
WKDW GULYH DFWLYLW\ DIJDLQVW KLJK YDOXH GLVHDVH WDUJHWV LQFOXGLQJ 0<& .5%$6 L
SDWHQW DSSOLFDWLRQV UHODWHG WR RXU (Q&RUH GHOLYHU\ WHFKQRORJ\
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2XU H[HFXWLYH PDQDJHPHQW WHDP KDV PRUH WKDQ \HDUV RI FROOHFW DGK IHWS RQL H@R
RI RXU PDQDJHPHQW WHDP DQG RXU ERDUG RI GLUHFWRUV KDYH FRQWULEXWHG WR WKH
FRPSDQLHV VXFK DV $0Q\ODP 3KDUPDFHXWLFDOV ,QF *HQWD ,QFRUSRUDWHG *OD[R6PL
FRPSDQLHV 2XU FR IRXQGHU DIQRGIBKUHIDRBURMKY ZIRY D OHDG YHQWXUH FDSLWDO LQYH)
7KHUDSHXWLFV DQ HDUO\ 51$L FRPSDQ\ WKDW ZDV DFTXLUHG E\ OHUFN &R ,QF LOQ
WKH LQYHVWPHQW EXW DOVR LQ UHVWUXFWXULQJ 5LER]J\PH 3KDUPDBNXAHFD OV H[LHFXW I |
E\ OHUFN &R ,QF

Strategy

:H DUH FRPPLWWHG WR GHOLYHULQJ WUDQVIRUPDWLYH WKHUDSLHV WR SDWLHQWYV ZLWK
IROORZV

n Validate our product candidates and our platform in clinical proof-of-concept studies. % HJLQQLQJ LQ WKH ILUVW |
FRQGXFW FOLQLFDO WULDOV WKDW ZH EHOLHYH ZHO® WH@QHUWW HP B PPLOHSWRR IORIN|
WKRVH WULDOV E\ XVLQJ JHQHWLF DQDO\WVLV WR LGHQWLI\ D WDUJHW SRSXODW
ELRPDUNHUY DQG RWKHU PDUNHWDF\DMW. Q@LADWORGWRIHHI%DVHG RQ SUHFHGHQWYV
VWURQJ GDWD VKRZLQJ SUHFOLQLFDO NQRFNGRZQ RI WDH JHH[\W HFFBA $WAR. O Q LW U D QYWHOR
0 LQ WKH ILUVW KDOI RI DQG HRU[SBFANM WR DQQRXQFH LQLWLDO SURRI RI FRC
DQG '&5 3+ LQ PLG WR ODWH

n Identify new indication areas with high unmet medicalneed. : H LQWHQG WR FRQWLQXH WR XVH RXU 'VL5
GHOLYHU\ WHFKQRORJ\ SOKWJRUWD RHFEKDWAHD PHXWLFDO GHYHORSPHQW SURJUDP\
LOQKHULWHG GLVHDVHV LQYROYLQJ WKH OLYHU DQG JH QM W DFFIHO®L VGHRIY. I BI\G DROGF
GHYHORSPHQW SURJUDPV DJDLQVW D VHULHV RI DGEBQWGER@D D CNNVWMBYV RPWDQ JHRW M
OLYHU GLVHDVH DVVRFLDWHG ZLWK DB IHKIH HHQWRUN QUSH LYD CHHMALRQRWKHU UDUH
RIHU DWWUDFWLYH DV \HW XQGLVFORVHG WD UBHMOW RR BREIW L QWKHH WRSHIDSWO IRFM LAH @
PXWDWHG RQFRJHQHVY WKDW DUH FULWLFDO GULYHUV RI FDQFHU IRUPDWLRQ VXFK

n Continue to develop product candidates for rare diseases and oncology while retaining meaningful commercial rights. : H VH
WR PDLQWDLQ VLJQLILFDQW FRPPHUFLDO ULJKWYVY WR RXU NH\ GHYHORSPHQW SURJ
FRPPHUFLDO ULJKWYV LQ NH\ BB UMNHMVW RQSPYMRMHRU\R XU SURGXFW FDQGLGDWHYV ZK
1RUWK $PHULFD )RU H[DPSOH LQ RXU FROODERUDWLRQ ZLWK .+. ZH KDYH DQ RSW
WKH 8 6 IRUDQ HTXDO VKDUH RI SURILWY IURP 8 6 QHW VDOHV

n Enter into additional partnerships with pharmaceutical companies either on our RNAi technology platform or specific
indications outside of our core therapeutic areas. : H PD\ FKRRVH WR HVWDEOLVK SODWIRUP SDUWQH
DFURVV PXOWLSOH LQGLFDWLRQ DUHDV RU LQ WKHUDSHXWLF DUHDV RXWVLGH RI U
RSSRUWXQLWLHYVY 7KHVH SDUWQHUVKLSYV ZLOO SURYLGH XV ZLWK YDOLGDWLRQ RI
FDQGLGDWHY DQG DFFHVV WR GHYHORSPHQW PDQXIDFWXULQJ DQG FRPPHUFLDO H

n Continue to invest in our RNAi technology platform. : H ZLOO FRQWLQXH WR LQYHVW LQ H[SDQGLQJ D¢
DQG RXU (Q&RUH DQG RWKHU GHOLYHU\ WHFKQRORJLHV LQ RUGHU WR GHYHORS QH
DQG WKDW ZH LQWHQG WR H[SORUH LQ WKH IXWXUH %XLOGLQJ RQ ZKEZW ¥YHHIMNH®RH
SURGXFW FDQGLGDWHY WKDW ZLOO KDYH D GUDPDWLF LPSDFW RQ WKH 51%L ILHOG
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Our RNAi Technology Platform

$00 RI RXU GUXJ GLVFRYHURD®Y® DUMHDR/$FFGHRY WKH WKHUDSHXWLF PRGDOLW\ RI 518$L I
VLOHQFLQJ WKH DFWLYLW\ RI D WDUJHWHG JHQH 7KH 51%$L SURFHVV LV WULJJHUHG E\ GF
FRPSOHPHQWDU\ WR WKH VHTXHQFH RI WKH WDUJHWHG JHQH 2XU QRYHO DQG KLJKO\ SR
VHUYH DV RSWLPDO VXEVWUDWHY IRU WIK®IG5 WKXVORML BWRG U IHOY\PW\ 'EFHUPROHFXOHYV DL
'VL51$V 7KH 51%L PDXKIGHHBUE\ D 'VL51% RU RWKHU GRXEOH VWUDQGHG 51$L LQGXFLQJ PF
VSHFLILF PBOHFXOHYV RI WKH FRPSOHPHQWDU\ WDUJHW JHQH 'HVWUR\LQJ WKHVH P51% PF
WKH WDUJHW JHQH $ VLQJOH 'VL51%$ LQFRUSRUDWHG LQWR WKH 51$L PDFKLQHU\ FDQ GH\

H EHOLHYH WKDW RXU 'VL51%$V KDYH GLVWLQFW WUDLWYV LQ WULJJHULQJ WKH 51$L SDW#
DGYDQWDJHV IRU WULJJHULQJ 51$ LQWHUIHUHQFH FRPSDUHG WR RWKHU W\SHV RI GRXEO
WR EH RSWLPDO IRU SURFHVVLQU EN OLKR H QKD RMHHU 51$L LQGXFLQJ PROHFXOHV FXU
'LFHU HQ]\PH SURFHVVLQJ HYHQW DQG WKXV DFW %WF R QOMDWDHUN S R\LIQBW $IVQ HDKWH B 1 WIK IS W4
SUHVHQWHG WR 'LFHU UWMHOX UG H GDWKZWLRQ SRLQW %\ HQWHULQJ WKH 51$L SDWKZD'
PD[LPL]H WKBMIRI WKH 51$L PHFKDQLVP PDNLQJ 'VL51$V LQKHUHQWO\ PRUH SRWHQW WK
DGYDQWDJH GHULYHV IURP WKH VWUXFWXUH RI WKH 'VL51$% PROHFXOH DQIGH K\RVE U W G W
LV DEOH WR LQGLFDWH WR WKH 'LFHU HQJ\PH ZKLFK Rl WKH WZR 51$ VWUDQGV VKRXOG E
P51$V E\ WKH 51$L POFKDQHUWRXQG LQ DQLPDO WHVWVY WKDW WKLV EHQHILW ERWK LQFUH
RWKHU 51$L LQGXFLQJ PROHFXOHY DQG HQDEOHV PDQ\ PRUH VHTXHQFHV WR EH XVHG WR
PROHFXOHV 7KH QDWXUH RI WKH LQWHUDFWLRQ RI RXU 'VL51$V ZLWK WKH 51$L SDWKZD\
FDQGLGDWHY DQG IXUWKHU VWUHQJWKHQV RXU LQWHOOHFWXDO SURSHUW\ SRVLWLRQ

Schematic representation of our DsiRNA

25mer Passenger Strand

FUSSIIRNIREERESNSUARINRDONe

2Tmer Guide Strand

DsiRNAs are precisely-sized double-stranded RNA molecules that are asymmetric. In the standard form we use for our
therapeutic programs, the longer strand is 27 bases long and is complementary to the target gene we seek to silence, known
as the Guide Strand. The shorter strand is 25 bases long and known as the Passenger Strand. The two strands are
complementary across their length, with the two additional bases of the 27-mer forming a two-base overhang at the 3’-end of
the molecule. For our product candidates using our Encore lipid nanoparticle delivery technology, we chemically modify some
of the RNA bases and we also use two bases of DNA at the 3’ end of the Passenger Strand (denoted by black circles). These
DNA bases, along with the two-base overhang on the 27-mer, cause the Dicer enzyme preferentially to take up the Guide
Strand, leading to several advantages for DsiRNAs compared to other RNAi-inducing molecules.
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,Q DGGLWLRQ GXH WR WKH QDWXUH RI KRZ WKH 'LFHU HQ]J\PH SURFHVVHV D 'VL51$% RXU

PHWKRGV WKDW GR QRW XVH OLSLG QDQRSDUWLFOHV 2XU 'VL51$ PROHFXOHV SUHVHQWYV
WDUJHWLQJ DIJHQWV RU RWKHU DJHQWY WKDW IDFLOLWDWH GHOLY H UK DRUH HQXKRIZQF W KADRAH E
FRQMXJDWLRQ SRLQWYV FDQ EH XVHG VLPXOWDQHRXVO\ ZLW KR B QYWIGHKISDIWH QWK ®WR R K U VX
SURJUDPV ZLOO XWLOL]H WKHVH FRQMXJDWLRQ SRLQWV WR LPSURYH IXUWKHU WKH GHOL

2SWLPL]DWLRQ RI RXU 'VL518%$V
JRU WKHUDSHXWLF XVH LQ KXPDQV ZH EHOLHYH WKDW RXU 'VL51%$V PXVW EH RSWLPL]JHG
PRGLILFDWLRQV WR LQFUHDVH VWDELOLW\ DQG WR PDVN WKHP IURP PHFKDQLVPV WKDW |
RXU SURSULHWDU\ DOJRULWKPV DQG VFUHHQLQJ VA\VWHPV ZH KDYH URXWLQHO\ LGHQWLI
VWDELOQWWMXRBELHY )XUWKHUPRUH RXU UHVHDUFK DQG WHVWLQJ WR GDWH VXJJHVWYV W
VI\IVWHP UHVSRQVH LQ KXPDQV

2XU RSWLPL]DWLRQ SURFHVV EHJLQV ZLWK WKH VFUHHQLQJ RI WR 'VL51% VHTXHQFH
'VL51% SUHGLFWLRQ DOJRULWKP 7KURXJK IRXU URXQGV RI RSWLPL]DWLRQ DQG FKHPLFD(
JURXS WR LGHQWLI\ ZKDW WKH UHVXOWY LQGLFDWH WR EH WKH PRVW DFWLYH PROHFXOH
LPPXQRVWLPXODWRURRBRMWODHIONIDFKLHYH KLIJK SRWHQFLHV ZLWK ,& YDOXHV WKH DPRX
SHUFHQW LQ WKH WR LQLFRWEBDHWDRQLYIL QR WKH HQJ\PDWLF QMKW XUWH RI WIRH 513$0
JUHDW RU WKIBDQWWHKIH SRWHQF\ RI PRVW WUDGLWLRQDO VPDOO PROHFXOH WKHUDSHXWLF
2XU GUXJ GHOLYHU\ WHFKQRORJLHV

2XU SURFHVV RI GHOLYHU\

JURP WKH LQLWLDO GLVFRYHU\ RI WKH 51$L SDWKZD\ LQ PDPPDOV WKURXJK PRUH UHFHQ\
EHHQ D SURIRXQG FKDOOHQJH 'RXEOH VWUDQGHG 51%$V VXFK DV RXU 'VL51%$V DUH XQDE
DFFHVV WKH 51$L PDFKLQHU\ LQ WKH F\WRSODVP DQG WKXWV WMFRVVY 8 HQPH W KD IUHMS\HW WIE
IHUU\ WKH 'VL51%$ LQWR FHOOV WKURXJK WKH FHOO LQWHUQDOL]DWLRQ SDWKZD\ DQG XO
UHTXLUHG VWHSV LQ D SUHGLFWDEOH zZzD\ DQG FUHDWLQJ DQ LQGXVWULDO SURFHVV WKD
51$L EDVHG WKHUDEHRWH¥M WKDW RXU GUXJ GHOLYHU\ WHFKQRORJLHVY RYHUFRPH WKHVI

51$L GUXJ GHOLYHU\ UHTXLUHV WKH IROORZLQJ WKUHH VWHSV IRU RXU 'VL51$ PROHFXOH
Stepl. $SFFXPXODWLRQ LQ WKH WDUJHW WLVVXH

Step2. %LQGLQJ WR DQG LQWHUQDOL]DWLRQ E\ WKH WDUJHW WLVVXH FHOOV

Step3. 5SHOHDVH IURP WKH LQWHUQDOL]DWLRQ FRPSDUWPHQW LQWR WKH F\WRSODVP

:LWK RWKHU SKDUPDFHXWLFDOV VLPSO\ DFFXPXODWLQJ D ODUJHLHQRR¥K W R DDFW L WIYHF \dD
%XW ZLWK 51$L EDVHG WKHUDSHXWLFV DFFXPXODWLRQ DORQH LV LQDGHTXDWH IRU GHO
WKH F\WRSODVP 7KLV UHTXLUHVY LQWHUQDOL]DWLRQ WKURXJK WKH FHOOXODU LQWHUQD
FRPSDUWPHQW WKH HQGRVRPH LQMAR WK B IBRIWERBODYIRUSQHFIKDQLVP QHHGYV WR PHGLDW
LOWHUQDOL]DWLRQ DQG UHOHDVH LQWR WKH F\WRSODVP WR DFKLHYH VXFFHVVIXO GUXJ
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EnCore = Envelope + Core

Core = lipid and DsiRNA

Envelope = outer lipid mixture

EnCore lipid nanoparticles are composed to a lipid-DsiRNA core surrounded by an envelope of
different lipids which mediate the accumulation, internalization and release into the cytoplasm
of the DsiRNA in the core of the particle.

(Q&RUH OLSLG QDQRSDUWLFOHYV
:H EHOLHYH WKDW RXU (Q&RUHFOLISY.E0Q POIREEDWMLEOEB WHKIUHH VWHSY UHTXLUHG IRU GHC
DFFXPXODWLRQ LQWHUQDOL]DWLRQ DQG UHOHDVH LQWR WKH F\WRSODVP 2XU (Q&RUH O
EHQHILFLDO SURSHUWLHV VXFK DV KLJK WROHUDEUBEWLYGRY VBRSLORWG L BD DI ® ISRIRGMH E
H KDYH VXFFHVVIXOO\ GHPRQVWUDWHG HDFK Rl WKHVH SURSHUWLHV RI (QI&RWH YOH SLHX (
'VL51$V LQ DQLPDO PRGHOV

(Q&RUH VWUXFWXUH DQG IXQFWLRQ
7KH (Q&RUH OLSLG QDQRSDUWLFOHY DUH FRPSULVHG RI D &RUH RI OLSLG DQG 'VL51$ V
GHVLJQHG WR LQWHUDFW ZLWK WKH WDUJHW WLVVXH 7KH &RUH DOORZV (Q&RUH WR FDU
IURP GHJUDGLQJ HQJ\PHV 7KH HQYHORSH LQWHUDFWYV ZLWK WKH WDUJHW WLVVXH WR PH

'"HOLYHU\ WR WKH OLYHU DQG VROLG WXPRUV ZLWK (Q&RUH
%\ DGMXVWLQJ WKH OLSLG FRPSRQHQWY LQ WKH (Q&RUH HQYHORSH ZH KDYH EHHQ DEOF
WXPRUV LQ DQLPDO PRGHOV ,Q HDFK FDVH WKH ILUVW VWHS Rl GHOLYHU\ LV DFFXPXOD"
YDVFXODWXUH WKDW DOORZV WKH (Q&RUH OLSLG QDQRSDUWLFOHV WR H[LW WKH YDVFXC
RWKHU WLVVXHV GR QRW DFFXPXODWH (Q&RUH OLSLG QDQRSDUWLFOHV LQ VLJQLILFDQW
JO\FRO 3(* RQ WKHLU VXUIDFH LPPHGLDWHO\ HQWHU WKH OLYHU WLVVXH DQG PHGLDWH
KLJK OHYHO RI 3(* RQ WKHLU VXUIDFH DUH EORFNHG IURP LPPHGLDWH OLYHU XSWDNH D¢
2YHU WLPH WKH 3(* LV VKHG IURP WKH VXUIDFH Rl WKH (Q&RUH OLSLG QDQRSDUWLFOHYV
RI 'VL51$V

+LJKO\ SRWHQW GHOLYHU\ RI 'VL51$
7R GHPRQVWUIDWIHH QYKHRH (Q&RUH LQIRAWL D W IGHIOWKHUNIRI 'VL51$V ZH KDYH XVHG (Q&RUH
LQKLELWLRB RVYB\SDFNDJHG LQ (Q&RUH D 'VL51$% WDUJHWLQJ WKH JHQH HQFRGLQJ WKH
WKH OLKHWH 'VL51% (Q&RUH OLSLG QDQRSDUWLFOHY ZHUH GHOLYHUHG LQWUDYHQRXVO\ \
9,, VLOHQWIKIUYH IRXQG WKDW GRVHV DV ORZ DV uJ NJ Rl 'VL51$ FDQ SURGXFH VLOHQFL(
FRPSDULVRQ EHWZHHQ GHOLYHU\ VIVWHPV 7KLV UHSUHVHQWY KLJKO\ SRWHQW GHOLYHL!
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EnCore performance in an industry standard assay

1104 -8 Factor VIl targeted DsiRMNA
-8 Factor VIl targeted siRNA

/ ICs, = 32.6 na/kg

ICs = 13.1pg/kg

% Factor VIl Protein Remaining
3

0.1 1 10 100 1000
RNAi Dose (ug/kg)

EnCore lipid nanoparticles mediate silencing of the Factor VIl gene in mice at low doses. EnCore delivered DsiRNA against the
Factor VIl gene mediates 50 percent silencing of Factor VII at doses of 13.1 pg/kg. A conventional RNAi-inducing molecule of
the same sequence as the DsiRNA, known as an siRNA, is less potent and mediates 50 percent silencing of Factor VIl at doses
of 32.6 pg/kg.

6XEFXWDQHRXWUWIHWMG7HOLYHU\ RI 'VL51%$V XVLQJ FRQMXJDWLRQ

:H EHOLHYH WKDW WKH VWUXFWXUH RI 'VL51$V LV ZHOO VXLWHG IRU GLUHFW FRQMXJDW
:H DUH ZRUNLQJ WR GHYHORS DQ DGGLWLRQDO GHOLYHU\ VAIVWHP EDVHG RQ WKIWEG'LLUHHF
WKH F\WRSODVP VR WKH FRQMXJDWHG DIJHQWYV GRH) RB/OIOCQWKIUVHUMWH® IR IWKHOLIYHH UR QB k
RXU 'LUHFMWWHG 'HOLYHU\ VAVWHP IRRWXY GUHN HVXREANGW® | WKLY VIVWHP ZRXOG SURYLG
'VL51$V WR YDULRXV FHOO W\SHOWNWKURKOKRXW WKMHWEREHVH PROHFXOHV VKRXOG KDYH E
DQWLERGLHNMHFW WKLV VAIVWHP WR EH UHDG\ IRU IRUPDO GHYHORSPHQW B[®G B\W UWNK@MU WA
DSSOLFDWLRQ ZLOO EH GHOLYHU\ WR WKH OLYHU YLD FRQMXJDWLRQ WR D *DO1$F Q DFH
LQ OLYHU FHOOV WKDW DOORZ IRU VXEFXWDQHRXV GHOLYHU\

7KH 'LUBBWHWHG 'HOLYHU\ VA\VWHP PHGLDWWNVPWEBBUS WRFHMMRBHGHOWYGRNY VR DV D VLQJ
SDUWLFOH )LUVW WKH VWUDQGV RI WKH 'VL51%$ DUH FRQMXJDWHG WR D WDUJHWLQJ DJH
WKH F\WRSODVP IURP WKHLU GHOLYHU\ YHKLW®&H '§ PMHUHGQ HO HYHOKN WRH W KWK IH HPGR@ H B XVaHHU
'VL51%$

Our Product Candidates
,Q FKRRVLQJ FOLQLFDO SURJUDPV WR SXUVXH XVLQJ RXU 'VL51% PROHFXOHY DQG GUXJ G

n Strength of therapeutic hypothesis. 2XU FXUUHQW SURGXFW FDQGLGDWH WDUJHWYVY DQG WKRVH
XQGHUVWRRG SDUW RI WKH GLVHDVH SURFHVY ZKHUH D WKHUDSHXWLF LQWHUYHQ\
51$L WHFKQRORJ\ SODWIRUP DOORZV XV WR SXUVXH SURGXFWLFRQ®WLWRWIQ RNEUIYH ¥
DSSURDFKHV ZH EHOLHYH
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WKDW WKHUH DUH D VXEVWDQWLDO QXPEHU RI VXFK WDUJHWYVY ZLWKRXW H[LVWLQJ

n Readily-identified patient population. : H VHHN LQGLFDWLRQV ZKHUH SDWLHQWYV FDQ EH UHDGLO!
JHQHWLF PXWDWLRQV ,Q WKH FDVH RI JHQHWLF GLVHDVHV WKHVAVRHWHKBUHWBBR®
WKDW KDYH RFFXUUHG LQ WXPRU FHOOV DV SDUW RI WKH WXPRU IRUPDWLRQ SURF
LGHQWLI\ SDWLHQWV WKDW FDUU\ WKHVH PXWDWLRQV

n Predictivity of biomarkers for early efficacy assessment. : H VHHN LQGLFDWLRQV ZKHUH WKHUH LV D FO
GLVHDVH VWDWXV DQG DQ DVVRFLDWHG ELRPDUNHU WKDW ZH FDQ UHDGLO\ PHDVX
FOLQLFDO GHYHORSPHQW ZKHWKHU RXU 'VL51%$ PROHFXOHY DUH OHNWWO\LWRSBWYH QY

n Unmet medicalneed. : H VHHN WR SURYLGH SDWLHQWYV ZLWK VLJQLILFDQW EHQHILW DQG D
DSSURDFK KDYH KLJK XQPHW PHGLFDO QHHG ZKLFK LV LQWHQGHG WR HQDEOH XV '
UHLPEXUVHPHQW WKDW MXVWRUWWXU GHYHORSPHQW HI

n Competitive positioning. : H VHHN LQGLFDWLRQV ZKHUH ZH EHOLHYH ZH KDYH WKH RSSRUWX
FOHDUBUKBQWLDWHXMWEKRBBBVWHUWHQWLGWLRQ KDV WR DSSO\ ERWK WR WKHUDSLHV E
DSSURDFKHV

n  Rapid development path to approval. R UHDFK FRPPHUFLDOL]DWLRQ H[SHGLWLRXVO\ DQG WR KH
RI RXU SURGXFW FDQGLGDWHYV ZH KDYH LGHQWLILHG LQGLFDWLRQV IRU XVH ZLWK
6SHFLILZBIOEPHOLHYH WKDW FHUWDLQ RI RXU SURGXFW FDQGLGDWHY KDYH WKH SRW
JRRG DQG 'UXJ $GPLQLVWUDWLRQ )'$ DV ZHOO DV DFFHOHUDWHG DSSURYDO

:H EHOLHYH WKDW RXU FXUUHQW GHYHORSPHQW SURJUDPVY PHHW DOO RI WKHVH FULWHU
VXLWHG WR RXU DSSURDEFK

Staga nl Development
Product Pracllllul
Candidate m Upcoming Milestones Commercial Rights

DCR-PH1 Primary = Praclinical dala by early 2014 Dicerna
Targsling Hyparoxaluria 1 = Phasa 1 initiation in 2015
Glycolate Oidase Fhase | data in mid to late 2015

Undisclosad Liver Other rara liver

Phasa 1 initiation in 2015 Diicerna

Programs disaases
DCR-MLT1] Hepatocel lular = Phase | initiation Dicerna
Targeting MYC carcinama and in Tirst hall of 2014
athar solid = Fhasa | data in mid to late
tumars 2015
KRAS Program aolid tumors KHE has worldwide rights;
Dicema receivas royalties on
warldwide nel sakes with an
aption to co-promabe in the LS,
Undi=closad Solid tumars

FHE hias worldwide rights;
Dicerna receives m’,ah 5
on worldwide net sales

Oncology Frogram
=

'&5 3+ LQ 3ULPDU\ +\SHUR[DOXULD 3+
3+ LV D UDUH LQKHULWHG DXWRVRPDO UHFHVVLYH GLVRUGHU RI PHWDEROLVP LQ WKH C
GLVHDVH FDQ EH IDWDO LQ WKH DEVHQFH RI DQ LOWHUYHQWLRQ LQ WKH IRUP RI D OLYHL

LGHQWLI\LQJ D GRQRU DQG LV DVVRFLDWHG Z LAWK R LZKHRR P RUWEDLAEM-SAD DDA HY V&KX B H M Q MX(
OLYH WKH UHVW RI KLV RU KHU OLIH RQ LPPXQRVXSSUHVVDQW GUXJV ZLWK WKHLU DVVRF



Table of Contents

3+ LV FDXVHG E\ WKH IDLOXUH RI WKH OLYHU WR PHWDEROL]H D SUHFXUVRU RI R[DODWH
H[FHVV R[DODWH DQG KLJK OHYHOV RI R[DODWH LQ WKH XULQH 7KLV R[DODWH LV IRUPHC(
RFFXUULQJ FRPSRQHQW RI FROODJHQ ,Q LQGLYLGXDOV ZLWK 3+ FU\WWDOV RI FDOFLXP
RI NLGQH\ VWRQHV DQG VXEVHTXHQW ILEURVLY NQRZQ DV QHSKURFDOFLQRVLV 'HVSLWH
R[DODWH DQG RWKHU LQWHUYHQWLRQV PDQ\ SDWLHQWY HYHQWXDOO\ HQWHU HQG VWDJ
(65' EHVLGHV KDYLQJ WR HQGXUH IUHTXHFW 6G& XQOWK\W ERWALG XWVRDBHDDDWH LQ WKH EF
FRQFRPLWDQW GHELOLWDWLQDVFREHEAURPWELRDY R&XDQHYWIDQ V SLFIDEWR XWK WH H WDJSH ® R/ LKL
SDWLHQWV ZLWK 3+ 6RPH SDWLHQWYV VKRZ SDUWLDO GLVHDVH DPHOLRUDWLRQ ZLWK RU
FRQWLQXHY 6XSSRUWLYH FDUH WUHDWPHQWY DUH DHFIW. ROEG HY HBIDH SDROU Y WIKR RQ OX H
WUHDWHG ZLWK GXDO RUJDQ WUDQVSODQW ILYH \HDU SRVW WUDQVSODQW VXUYLYDO LV
VXUYLYDO LV  SHUFHQW

:KLOH WKH WUXH SUHYDOHQFH RI 3+ LV XQNQRZQ DFFRUGLQJ WR HVWLPDWHY UHFHQWO
RI 3+ LV DW OHDVW RQH WR WKUHH SHU PLO OAKRH QRIVHDS/ O DW WK XDIEKEV PDR KB YKH. IKG U Q F
ELUWKY D \HDU LQ (XURSH &HUWDLQ SRSXODWLRQV IRU H[DPSOH LQ WKH &DQDU\ ,NHFD\WY
FRQVDQIXMKQAMWWUHVXOWYV LQ bQ HVWLPDWHG ZRUOGZLGH SUHYDOHQFH DW WKH SUHVHQW
FDVHWH EHOLHYH DSSUR[LPDWHO\ SDWLHQWY DUH FXUUHQWO\ LQ GLVHDVH UHJLVWUL
FDSWXUIO DEWHBI SDWLHQWY 3UHYDOHQFH LV EHOLHYHG WR EH VLPLODU LQ $VLD *LYHQ
PDUNHW RSSRUWXQLW\

7KHUDSHXWLF UDWLRQDOH IRU 3+
:H EHOLHYH WKDW WKHUH LV D VWURQJ UDWLRQDOH IRU IRFXVLQJ RXU 51$L WHFKQRORJ'
K\GUR[\SUROLQH EUHDNGRZQ PHWDEROLF SDWKZD\ WKDW LV GLVUXSWHG LQ 3+ FRQVLVW
DODQLQH JO\R[\ODWH DPLQRWUDQVIHUDVH $*7 LV PXWDWHG LQ SDWLHQWYV ZLWK 3+
SUHFXUVRUV LQWR WKH KDUPOHVV DPLQR DFLG JO\FLQH ZKLFK LV WKHQ XVHG E\ WKH EF
XS UHVXOWLQJ LQ SURJUHVVLYH ORVV RNLMGLGBIHDDOXAMALRQ DQG XOWLPDWHO\

$QLPDO VWXGLHYV KDYH VKRZQ WKDW LQWHUYHQLQJ RQH VWHS HDUOLHU LQ WKH PHWDER
RI WKH $*7, HQ]\PH 7KHVH VWXGLHY GHPRQVWUDWH WKDW JHQHWLF G\HIRZAQLRQ RO \WKE DH
*2 SUHYHQW WKH IRUPDWLRQ RI WKH R[DODWH SUHFXUVRU DQG WKH EXLOGXS RI R[DOD

7KH FRPELQDWLRQ RI RXU SD\ORDG RI DQWL *2 'VL51% DQG RXU (Q&RUH GHOLYHU\ WHFKQ
WKHUDSHXWLFN LRWBOQG:WR FKRRVH D FOLQLFDO FDQGLGDWH LQ WKH ILUVW KDOI RI
BUDFWLFH */3 WR[LFLW\ VWXGLHV WKURXJKRXW LQ DOQWLFLSDWLRQ RI LQLWLDWLQJ ¥
$GGLWLRQDO OLYHU WDUJHWY DQG SURJUDPV XQGHU LQYHVWLJDWLRQ

:H DUH LQYHVWLIJDWLQJ D QXPEHU RI RWKHU UDUH GLVHDVHYV LQYRIOWHQREQOXBBVFHDWOM .
GLVHDVH IDPLOLDO DP\ORLG SRO\Q$IX®RIDWRWHRDWILRPLR SDHWKFLHQF\ DVVRFLDWHG OLY
SDUR[\WPDO QRFWXUQDO KHPRJORELQXULD DQG RWKHU XQGLVFORVHG GLVRUGHUV ,Q HEC
UHDGLO\ LGHQWLILHG SDWLHQW SRSXODWLRQ IDYRUDEOH PDUNHW G\QDPLFV SRWHQWLI
WKHUDSHXWLFV WR DFKLHYH DQ RSVWDFD® 8 PFERD WMRLREL WL KLIJK HI

'&5 0 LQ KHSDWRFHOOXODU FDUFLQRPD +&&
:H EHOLHYH WKDW RXU OLYHU FDQFHU SURGXFW '&5 0 KDV WKH SRWHQWLDO WR EH XV

REVHUYHG SDWWHUQV RI 0<& DPSOLILFDWLRQ 7KLV VXJJHVA X DY B DAHAHE RW I QV&IESDDVPDQ
LQGLFDWLRQ IRU RXU 0<& UHODWHG SURGXFW FDQGLGDWH
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+&& DFFRXQWV IRU WR SHUFHQW RI SULPDU\ OLYHU FDQFHUV DQG UHSUHVHQWYV D VL

KLJK XQPHW PHGLFDO QHHG LQ ERWK HVWDEOLVKHG DQG GHYHORSLQJ PDUNHWYV /LYHU F

ZLWK RYHU DQQXDO GHDWKV DFFRUGLQJ WR UHVHDUFK SXEOLVKHG6B\XWKHV, Q@6 URX

DQQXDO +&& LQFLGHQFH UDWHYV DUH LQFUHDVLQJ DQG DSSUR[LPDWHO\ QHZ SDWLHQ

SKDUPDFHXWLFDO PDUNHWV WK HWDES\D)LUD Q¥ KH *8HUPDA®G -DSDQ 'DWDPRQLWRU +HDOWKF

+&& SDWLHQWY ZLOO EH GLDJRHINEDLPD RMKEKBARSBH& LQ DQG WKDW WKH QXPEHU RI
UHSUHVHQWLQJ D SHUFHQW LQFUHDVH

7TKHUDSHXWLF UDWLRQDOH IRU +&& DQG RWKHU 0<& UHODWHG FDQFHUYV

JRU VHYHUDO UHDVRQV ZH EHOLHYH WKDW +&& SUHVHQWY DQ H[FHOOHQW VWDUWLQJ SR
SDWLHQWY IUHTXHQWO\ VKRZ DPSOLILFDWLRQV RI WKH 0<& RQFRJHQH VXJJHVWLQJ DQ L
SDWLHQWY 6HFRQG LQ DQLPDO PRGHOV RI GLVHDVH ZH KDYH REVHUYHG VWURQJ DQWL
0 JLODOWMX\HUH DUH IHZ WKHUDSLHY LQ GHYHORSPHQW WKDW GLUHFWO\ WDUJHW 0<&

(DUO\ VWDJH +&& LV JHQHUDOO\ WUHDWHG ZLWK VXUJHU\ WKPWQKW K HV® R Q5 R S/HHFQLWLLFD U\ W3
+&& WKH VXEVWDQWLDO PDMRULW\ RI SDWLHQWYV DUH GLDJQRVHG RQO\ DIWHU +&& LV D\
LV DVVRFLDWHG ZLWK SRRU SDWLHQ&KRRXRAF R R H DSQ G \K KIKY A RGJNFBRIBIVAMQ D& & ® S 8 RUKHIU H
DSSURYHG FKHPRWKHUDSHXWLF UHJLPH 1H[DYDU PDUNHW HIG FEW I$PH HIQU X FI RWQWS K% DWHIH §
XQUHVHFWDEOH +&& 8QPHW PHGLFDO QHHGV LQFOXGH WKH LGHQ\WLAWAD\M LR Q HDWEP B € WH
HOLJLEOH IRU VXUJLFDO UHVHFWLRQ D UHGXFWLRQ LQ UHODSVH UDWHY DQG DQ LQFUHD

6LQFH LWV DSSURYDO LQ 1H[DYDU KDV VXEVWDQWLDOO\ LQFUHDDREBMDIOHDVO LIH DKYHD
HI[FHHGHG ELOOLRQ LQ 7KHVH VDOHVY DUH ODUJHO\ DWWULEXWDEOH WR WKH +&&
VDOHV *LYHQ WKH KLJK XQPHW PHGLFDO QIHHGV DY & K HMKHHOQ DWW H XMW VFF\D UFH VEHRLHY H WK
DSSURYHG IRU +&& KDYH WKH RSSRUWXQLW\ WR DFKLHYH UDSLG PDUNHW DGRSWLRQ

7TKHUH LV DEXQGDQW HYLGHQFH WKDW WKH 0<& RQKRJIKGEGHRIQF RIEQHY HRRW IRILKYDRD3D EG @ QMY
DIJHQW LQ QDWXUDOO\ RFFXUULQJ WXPRU YLUXVHV LV RQH RI WKH PRVW I[UHTXHQWO\ PX
HOLPLQDWHY HOHYDWHG 0<& DFWLYLW\ KDV WKH SRWHQWLDO WR JHQHUDWH WKHUDSHXV
DPSOLILFDWLRQV RU RWKHU HO® K DBNMRIGR\Q RR | 008 DARWLLYYLIWM KDV JHQHUDWHG VWURQJ DC
PRGHOV RI ZKQFKWYH KDYH DOVR REVHUYHG LQ RXU RZQ ODEV
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Association of U.S. cancer patients with aberrant MYC expression

APPROXIMATE

PERCENTAGE
CANCER TYPE OF PATIENTS

/ILYHU KHSDWRFHOOXODU
%UHDVW

&RORUHFWDO
*\QHFRORJLFDO
SURVWDWH

%ODGGHU

*DVWULF

6PDOO FHOO OXQJ

7TKHVH PXWDWLRQV XVXDOO\ UHVXOW LQ WKH GXSOLFDWLRQ RU KLJKHU RUGHU DPSOLILF
OHYHOV RI 0<&WRKWUYWW\HYV RI PXWDWLRQV KDYH DOVR EHHQ VKRZQ WR FDXVH HOHYDWH
WUDQVORFDWLRQV WKDW UHVXOW LQ WKH DFWLYDWLRQ RI WKH 0<& RQFRJHQH ,Q DGGLYV
WKDW DUH EHOLHYHG WR SUHGLVSRVH KXPDQV WR FDQFHUV KDYH EHHQ LGHQWLILHG LQ
WKDW UHGXFHVY RU HOLPLQDWHY HOHYDWHG 0<& DFWLYLW\ KDV WKH SRWHQWLDO WR JHC
0<& DPSOLILFDWLRQV RU RWKHU HOHYDWLRQV RI 0<& DFWLYLW\

6XSSRUWLQJ WKH SRWHQWLDO |IRUIOKEFUR®Y» WIHGEK MEKKMUIRS) RIROE& BBFWLYLW\ KDV JHQHUD
RI DQLPDO PRGHOXKRF K ZOFKNYH DOVR REVHUYHG LQ RXU RZQ ODEV *HQHWLF WHFKQLTX
0<& SURWHLQ DFWLYLW\ KDYH EHHQ VKRZQ WR SUHYHQW WXPRU IRUPDWLRQ RU FDXVH V>
FDQFHU HPSOR\HG LQ WKH H[SHULPHQW 7KHVH UHVXOWY KDYH EHHQ REWDLQHG IURP PR
LQLWLDWERQLHYH WKDW WKLV DQLPDO PRGHO GDWD LV VXSSRUWLYH RI WKH XVH RI 0<&

5HFHQW PROHFXODU ZRUN GHPRQVWUDWHYVY WKDW 0<& RYHU H[SUHVVLRQ GULYHV WKH FD
H[SUHVVHG E\ D FHOO W\SH %0¥& GVRQRWHKWL.BHWR SHWVWULEHG DVZRL Q EDKQUEDROV WPW® HI IDH
FDQFHU UHODWHG JHQHVY DQG SXVK D FHOO WR DEQRUPDO OHYHOV RI JURZWK 7KLV PRG
GRZQ WKH H[SUHVVLRQ RI 0<& WR QRUPDO OHYHOV FRXOG KDYH WKHUDSHXWLF EHQHILW

'"HVSLWH LWV REYLRXV DWWUDFWLYHQHVV DV D WKHUDSHXWLF WDUJHW 0<& KDV QRW EH
QRW DPHQDEOH WR DQWLERG\ WKHUDSHXWLFV 2WKHUV KDYH DWWHPSWHG WR GHYHORS
VIXLFLHQWO\ SRWHQW DQG VSHFLILF W RHEHH OILBE G HWKDR\G AWM @ REDMMVWKLY LV OLNH
SRFNHW RQ WKH 0<&VSURMH LY DD ® WUDQVFULSWLRQ IDFWRU DQG VXFK PROHFXOHV JHQ
RSWLRQ DJDLQVW 0<& VLQFH WKH\ FDQQRW HQWHU WKH FHOO DW DOO DQG 0<& LV RQO\

2YHU WKLUW\ \HDUV DIWHU WKH GLVFRYHU\ Rl 0<& DQG QXPHURXVY DWWHPSWV WR LQKLEL
LQ QHHG RI D WKHUDSHXWLF DIJHQW W KID-WEHDQ HUYHE WHKHD W/< B XH) SWDHDWVIIRRIP KDV WKLV SRWFH
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UHFOLQLFDO GDWD IRU '&5 0

H KDYH XVHG RXU 'VL51% DQG (Q&RUH OLSLG QDQRSDUWLFOHV GHOLYHU\ WHFKQRORJ\ W
DQG VSHFLILF LQKLELWRU RH WRHN H & BIRAFRPIH® H[WHQVLYH VFUHHQLQJ DQG RSWLPL]DWL
SURSULKWIKWD\ SRWHQW VWDEOH DQG QRQ LPPXQRVWLPXODW R U\H" KID5Y1t$ \& BVAKNDDA) H @ RALKEHL W
WDUJHWLQJ 0<& LQ D WXPRU GHOLYHU\ IRUPXODWLR QHR W Q&R HVWR KD KD UH'\KLLEILSW HVE RW

PRGHOV LQFOXGLQJ ERWK [HQRJUDIW PRGHOV DQG D JHQHWLFDOO\ HQJLQHHUHG PRXVH
IRU GHYHORSPHQW LV NQRZQ DV '&5 0

'&5 0 FRPELQHV KLJKO\ SRWHQW 'VL51%V WDUJHWLQJ 0<&WKW&5(Q &R UHAHGKIDYLY VK\RE @ FC
WXPRU UHVSRQVH LQ PRXVH PRGHOV RI +&&

H KDYH FRQGXFWHG H[WHQVLYH SUHFOLQLFDO VWXGLHV W KDY K\DIY®! \& K P RQ \E\WM D D WG DA
GHPRQVWUDWLQJ JRRG WROHUDELOLW\ LQ PXOWLSOH DK IKFDG \GIHAHAHVO\LREOKGYBG QB Q
LQ WKH SUHVHQFH RI WKH 0<& RQFRJHQH WUDQVFULSW LQ [HQRJUDIW EHDULQJ DQLPDO F
JHQHWLFDOO\ HQJLQHHUHG PRXVH WXPRU PRGHO %DVHG RQ WKHVH VWXGLHV ZH EHOLH
DGYDQFHPHQW LQWR FOLQLFDO GHYHORSPHQW

Anti-tumor efficacy of DCR-M1711 in a xenograft model of HCC
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The graph shows the percentage reduction in final tumor volume in tumor-bearing mice treated with DCR-M1711 at the doses and
dosing schedule shown, compared to the tumors in saline-treated control mice. These mice have xenograft tumors of the human Hep3B
HCC cell line in their livers, which were allowed to establish for 14 days prior to the commencement of dosing. This preclinical
experiment shows strong efficacy after DCR-M1711 treatment.

3KDVH FOLQLFDO GHYHORSPHQW SODQ IRU '&5 0

HLQWHQG WR LQLWLDWH D GHYHORSPHQW SURJUDP IRU '&5 0 WKDW LQFOXGHYV SODQ
WXPRUV DQG RQH WULDO LQ SDWLHQWYV ZLWK DGYDQFHG +&& 2XU SODQ LV IRU HDFK 3KD

D VWDQGDUG GRVH HVFDODWLRQ WR GHWHUPLQH WKH PD[LPXP WROHUDWHG GRVH 7KH V
WROHUDWHG GRVH

2XU ILUVW 3KDVH WULDO ZKLFK ZH H[SHFW WR EHJLQ LQ WKH ILUVW KDOI RI KDV D
0 LQ QRQ +&& SDWLHQWY DQG WR GHWHUPLQH WKH PD[LPXP WROHUDWHG GRVH ZKHQ L
ZHHN ZLWKRXW DQ LQIXVLRQ 6HFRQGDU\ REMHFWLYHV RI WKH WULDO DUH SODQQHG WR
WUDQVFULSW E\ REVHUYLQJ WKH FOHDYDJH SURGXFWV WKDW UHVXOW IURP '&5 0 JXLG
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PDFKLQHU\ REVHUYLQJ GHFUHDVHV LQ WKH OHYHO RI 0<& WUDQVFULSW ZKHQ FRPSDU
D GHFUHDVH LQ WXPRU PHWDEROLF DFWLYLW)\ E\ LPDJLQJ WHFKQLTXHV DV ZRXOG EH H[S
DQ\ HYLGHQFH RI DQWL WXPRU DFWLYLW\ LQHB®DBQMR/ BMHUHQ W& ROWKQ &S DWLHQWYDMQ
$FFHOHUDWHG 5HVHDUFK57K H Q D6SHX WHAVRVDATRG GLWLRQDO WULDO VLWHV ZLOO EH DGGHG
H[SDQVLRQ SRUWLRQV Rl WKH WULDO LI QHHGHG WR PHHW HQUROOPHQW JRDOV

2XU VHFRQG 3KDVH WULDO ZKLFK ZH H[SHFW WR EHJLQ LQ WKH VHFRQG KDOI RI LV
WROHUDELOLW\ RI '&5 0 LQ SDWLHQWYV ZLWK ODWH VWDJH +&& DQG WR GHWHUPLQH D |
ZHHNO\ LQIXVLRQV IROORZHG E\ RQH ZHHN ZLWKRXW DQ LQIXVLRQ 6HFRQGDU\ REMHFWL"
RQ WKH 0<& P51$ WUDQVFULSW E\ REVHUYLQJ WKH FOHDYDJH SURGXFWV WKDW UHVXOW I
FHOOXODU 51$L PDFKLQHU\ REVHUYLQJ GHFUHDVHV LQ WKH OHYHO RI 0<& WUDQVFULS

REVHUYLQJ D GHFUHDVHV LQ WXPRU PHWDEROLF DFWLYLW\ E\ LPDJLQJ WHFKQLTXHV I

HYDOXDWLQJ DQ\ HYLGHQFH RI DQWL WXPRU DFWLWLBW H ® SDOWIVQMOI \Z K HD MW MR ZELHN K
WULDO DQG DUH OLNHO\ WR FRQGXFW WKLV WULDO LQ RQH R IPZAOUH GE\GA VEVR D Q GF RXUQWD C
WKH VWXG\ GXULQJ WKH GRVH HVFDODWLRQ RU H[SDQVLRQ SRUWLRQV RI WKH WULDO LI ¢

$V ZLWK PRVW 3KDVH WULDOV RXUV ZLOO QRW EHIGHFD/HA\ R Y G RVIRH A HEDOAU VAIDIW HNDVRLHF YD X0
REVHUYHG UHVXOWY PD\ EH GXHFIVR\ RHDQ%HW DQGT ORRWULIQFLSDO SXUSRVH RI RXU 3KDVH

GHVLJQ RI GBHLIHWLYH WULDOV 7KRVH WULDOV ZLOO HQUROO PRUH SDWLUH@WYV RO QGKW K
FDQGLGDWH LQ D VWDWLVWLFDOO\ VLIQLILFDQW ZD\

BURGXFW FDQGLGDWH IRU .56 UHODWHG VROLG WXPRUV

$V D IUHTXHQWO\ PXWDWHG RQFRJHQHLWKOW WIRVLIQIKV\E RWLEFDW QM EHHBQUBISAHXWHL WY D Q G
IRU RXU 51%$L EDVHE DM KHBRSVXLQJ 'VL51$V WDUJHWLQJ .5$6 LQ FRQMXQFWLRQ ZLWK RXU
FROODERUDWLRQ .+. LV UHVSRQVLEOH IRU VHOHFWLRQ RI FOLQLFDO SURGXFW FDQGLGD

SDWLHQW SRSXODWLRQ DQG GLVHDVH IKQFHFD Y IRRSQWL RRUWR IFRLEDRPRWMIHD OY WKH 8 6 IRU
QHW VDOHYV

$FWLYDWLQJ PXWDWLRQV LQ WKH .5$6 JHQH DUH FRPPRQO\ IRXQG LQ D ZLGH YDULHW\ RI
SRSXODWLRQV .5$6 LV IRXQG WR EH PXWDWHG LQ DSSUR[LPDWHO\ SHUFHQW RI SDQFU
DSSUR[LPDWHO\ SHUFHQW RI QRQ VPDOO FHOO OXQJ FDQFHUV .5$6 PXWDWLRQV DUH D
GXFW FDQFHUV ,Q JHQHUDO WKH SUHVHQFH RI D .5$6 PXWDWLRQ FRUUHODWHY ZLWK SR
FHUWDLQ WKHUDSHXWLFV DSSURYHG E\ WKH )'$ DQG RWKHU JOREDO UHRIXP\DIMORQ R Q NRIFQ
FDQFHU DUH NQRIHFWIR BEH Q BDWLHQWYV ZLWK .5$6 PXWDWLRQV :KLOH RXU FROODERUDW
ZH EHOLHYH WKH SRWHQWLDO PDUNHW IRU D .5$6 WKHUDSHXWLF LV KLJKO\ VLIQLILFDQW
SDQFUHDWLF FDQFBVYHV RI FRORUHFWDO FDQFHU DQG RYHU FDVHV Rl QRQ VPDOO F

Association of U.S. cancer patients with activating KRAS mutations

APPROXIMATE PERCENTAGE IMPLIED PATIENT NUMBERS
WITH ACTIVATING KRAS BASED ON INCIDENCE AND
CANCER TYPE MUTATIONS MUTATION FREQUENCY

SDQFUHDWLF DGHQRFDUFLQRPD
&RORUHFWDO
1RQ VPDOO FHOO OXQJ
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:H EHOLHYH WKDW RXU 'VL51% IRU .56 UHODWHG VROLG WXPRUV ZLOO EH GHYHORSHG D
SDWLHQWY FDUU\LQJ WXPRUV ZLWK .56 PXWDWLRQV &OLQLFDO GLDJQRVWLF WHVWYV IRL
)’$ DQG RWKHU JOREDO UHJXODWRU\ DJHQFLHY DQG DUH FRPPHUFLDOO\ DYDLODEOH
7TKHUDSHXWLF UDWLRQDOH IRU .5$6 UHODWHG VROLG WXPRUV

/ILNH 0<& .5%$6 KDV KLVWRULFOOW \VWVERHHQKDR EBUIW GULYHU RQFRJHQH WDUJHW ZLWK D ORQJ
PXWDWLRQ LQ KXRDEDWNPRUNM GLWLRQDO VPDOO PROHFXOH DSSURDFKHY KDYH QRW \LHO
WKDW .5$6 LV D WUDQVIRUPDWLYH DJHQW LQ WXPRU YLUXVHV ZKLFK OHG WR WKH LGHQYV
VLPLODU WR 0<& .5$6 LV PXWDWHG DW KLJK IUHTXHQF\ LQ D QXPEHU RI KXPDQ WXPRUV
HVWDEOLVKHG WXPRU PDUNHWYV

,Q LWV QRUPDO QRQ PXWDQW IRUP WKH .5$6 SURWHLQ SOD\V D NH\ UROH LQ WKH SURPF
DFWV LQ D NH\WVWRQH SRVLWLRQ LQ DQ LOQWUDFHOOXODU VLJQD OLKQLN SEDMKKZDD \ RIW H € VAR
UHFHLYLQJ JURZWK SURPRWLQJ VLIJQDOV IURP RXWVLGH WKH FHOO DQG FRPPXQLFDWLQJ
WR WKH FHOO JURZWK VLJQDOV

6WXGLHV KDYH VKRZQ WKDW GLVUXSWLRQVHWW KMKHES CPX O/EBW.LROVY H G DMK ZPY RWKBW H RF
IUHTXHQW FROQWULEXWRUV WR WKH GHYHORSPHQW RI FDQFHU LQ KXPDQV &HUWDLQ PXW
FRQVWLWXWLYHO\ DFWLYH VWDWH ZKLFK SURPRWHV WKH XQFRQWURE EHD EHOW WK R XWX
WKDW FDQ VLOHQFH WKH PXWDQW DFWLYDWHG .5$6 RQFRJHQH VKRXOG UHIG)RH IRU SDNWM
7TKHUDSHXWLFV KDYH EHHQ VXFFHVVIXOO\ GHYHORSHG DJDLQVW R RWHH[BRBORQMHGQWHNSRVF
NLQDVHV SURWHLQV ZKLFK DUH XSVWUHDP RI .5$8BUIHQWKKHWDYJSHM RILQDMHSBRWKXPDOO |
FXUUHQWO\ XVHG WR WUHDW FHUWDLQ FDQFHUV ,Q FHUWDLQ FDVHV LW HNVWLQRZDRIWKQV
ZKLFK EHDU DQ DFWLYDWLQJ PXWDWLRQ LQ .5$6 )RU WKLV UHDVRQ ZH EHOLHFNWMLWHKDWK F

'"HVSLWH LWV REYLRXV DWWUDFWLYHQHVY DV D WKHUDSHXWLF WDUJHW .5%$6 KDV QRW EF}
QRW DPHQDEOH WR DQ DQWLERG\ WKHUDSHXWLF 2WKHUV KDYH DWWHPSWHG WR JHQHUD
VALFLHQWO\ SRWHEWHDRY® \RUSHXILILF WR EH GHYHORSHG DVIBKWVPERFGWIMLXBD OVKH OWEBRR
WR WKH DEVHQFH RI D JRRG ELQGLQJ SRFNHW RQ WKH .5$6 SURWHLQ $QWLERGLHV DUH (
DOO DQG .5%$6 LV RQO\ IRXQG LQVLGH WKH FHOO

6LQFH WKH GLVFRYHU\ Rl .5$6 WKLUW\ \HDUV DJR DQG DIWHU PDQ\ DWWHPSWV WR GHYHO
LQ QHHG RI D WKHUDSHXWLF DJHQW WKDW EBDQLUNE&XFKD.W$R X[ SSODWLRLP KDV WKLV FDSI
BUHFOLQLFDO GDWD IRU SURGXFW FDQGLGDWH IRU .5$6 UHODWHG VROLG WXPRUV

.5$6 ZDV WKH ILUVW WDUJHW SURJUDP LQLWLDWHG DW 'LFHUQD ,W ZDV WKH LQLWLDO WI
\HDUV Rl WKH FROODERUDWLRQ .+. DQG RXU VFLHQWLVWV ZRUNHG WR LGHQWLI\ RSWLPD
WHFKQRORJ\ FROWSUREQUHWDU\ OLSLGV KRV IWYREU$EHOQY HRUPXODWLRQV ZHUH WHVWH(
XVLQJ KXPDQ WXPRU FHOUHQWQWXYPRILIRW\GHYV FDUU\LQJ DFWLYDWLQJ PXWDWLRQV LQ WK}
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Full tumor regression shown in the KRAS-positive pancreatic tumor model MIA PaCa-2
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Xenograft tumors were grown subcutaneously in mice, followed by intravenous treatment with
KRAS associated cancer product candidate. Treated animals showed full tumor regression,
while control treated animals showed rapid tumor growth.

7KH .5%$6 'VL51%V DQG IRUPXODWLRQV KDYH VKRZQ JRRG DFWLYLW\ LQ ERWK FHOO FXOWX
UHJUHVVLRQ RI VXEFXWDQHRXV [HQRJUDIW SDQFUHDWLF WXPRUV FDQ EH DFKLHYHG ZLW|
RXU IDFLOLW\ LQ ODVVDFKXMVHMOMWDIQ® -DWD®.DQG KDYH EHHQ REVHUYHG XVLQJ ILYH LQC
UXOH RXW WKH DFWLYLW\ RI DQ\ UHVLG X BON HRPW @ BKDMRLBMHG D D LW H W\ G HP RREWWPUBFWHY ZLW
WKLV WXPRU UHVSRQVH LV GXH WR WKH .5%$6 'VL51%$ $V H[SHFWHG .5%$6 RQFRJHQH NQRFNM
'VL51% IXUWKHU YDOLGDWLFEDFWKH REVHUYHG HI

%DVHG RQ WKHVHIISRDHROGADQWPBPD O+HKDVY DGYDQFHG D FRPSRXQG UHVXOWLQJ IURP WKLV SL
UHVSRQVLELOLW\ IRU SUHFOLQLFDO DQG FOLQLFDO GHYHORSRHWW RI WKH SURJUDP DQG

:H DUH DOVR GHYHORSLQJ D SURGXFW FDQGLGDWH WDUJHWLQJ DQ XQGLVFORVHG RQFRJ
.+. HOHFWHG WR DGYDQFH WKLV VHFRQG WKHUDSHXWLF RQFRORJ\ SURGXFW FDQGLGDWH
PLOHVWRQH WULJJHUHG D PLOOLRQ SD\PHQW IURP .+. WR XV .+. LV UHVSRQVLEOH IRI
DQG KDV ZRUOGZLGH FRPPHWFDDELHDWIIREOH LWRWMFEHLYH UR\DOWLHY RQ ZRUOGZLGH QH

Strategic Partnerships and Collaborations
6WUDWHJIJLF SDUWQHUVKLS ZLWK .+.

,Q '"HFHPEHU ZH HQWHUHG LQWR D UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHF
GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI GUXJ GHOLYHU\ SODWIRUPV DQG 'V8QGH P R/ODI
FROODERUDWLRQ DJUHHPHQW ZH HQJDJHG LQ WKH GLVFRYHU\ RI 'VL51% PROHFXOHYV DJD
.+. HIHUFLVHG LWV RSWLRQ IRU RQH DGGLWLRQDO WDUJHW WKH LGHQWLW\ RI ZKLFK KD\
LQ WKH FROODERUDWLRQ ZH DUH XVLQJ RXU VSHFLILF 51%$L LQGXFLQJ GRXEOH VWUDQGH
SURSULHWDU\ WR .+. .+. LV UHVSRQVLEOH IRU DOO FRVWV LW LQFXUV WR GHYHORS DQ\ I
WKDW .+. GHVLIJQDWHY IRU GHYHORSPHQW VXEMHFW WR RXU H[HUFLVH RI RXU FR SURPR
GLUHFWHG DJDLQVW .5%6
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:H KDYH JUDQWHG .+. DQ H[FOXVLYH OLFHQVH LQ FHUWDLQ RI RXU WHFKQRORJ\ DQG SDW
KDV JUDQWHG XV FHUWDLQ QRQ H[FOXVLYH OLFHQVHV LQ LWV WHFKQRORJ\ DV QHFHVVDL
UHVHDUFK FROODERUDWLRQ

8QGHU WKH WHUPV RI WKH FROODERUDWLRQ DJUHHPHQW ZHHKDYH HWRHMWMKGWARRY D B FFHDL'
PLOOLRQ IRU HDFK SURGXFW FDQGLGDWH UHVXOWLQJ IURP WKH FROODERUDWLRQ R
DOVR REOLJDWHG WR SD\ XV UR\DOWLHV RQ QHW VDOHV RI SURGXFWY UHVXOWLQJ IURP \

:H KDYH WKH RSWLRQ WR HOHFW WR FR SURPRWH WKH RQFRJHQH .5$6 SURGXFW LQ WKH
WKH SURGXFW 1RQH RI WKH SUHYLRXVO\ SDLG PLOHVWRQHY DUH VXEMHFW WR UHLPEXU)

.+. PD\ WHUPLQDWH WKH DJUHHPHQW DW DQ\ WLPHPRSRHSPLAQ D VW MWKMHDI Q RMRHFG W RI X¥
HQIRUFHDELOLW\ RI DQ\ SDWHQWY OLFHQVHG E\ XV WR .+. (LWKHU ZH RU .+. PD\ WHUPLQ
PDWHULDO EUHDFK E\)WBOROWKH UWSDPWODWH WKH DIJUHHPHQW LQ LWV HQWLUHW\ DW WK
QRW WR SURFHHG ZLWK IXUWKHU GHYHORSPHQW RI FRPSRXQGV

&LW\ RI +RSH OLFHQVH DJUHHPHQW

,Q 6HSWHPEHU ZH HQWHUHG LQWR D OLFHQVH DJUHHPHQW ZLWK &LW\ RISORBHX DBRW W
&2+ KDV JUDQWHG WR XV DQ H[FOXVLYH VXEMHFW WR WKH H[FHSWLRQ GHVFULEHG EHOR
UHODWLRQ WR 'VL51% LQFOXGLQJ WKH FRUH 'VL51%$ SDWHRW IBUBVDOH VHWR PO XIDFR\UX
OLFHQVHG SDWHQW ULJKWV IRU WKH SUHYHQWLRQ DQG WUHDWPHQW RI DQ\ GLVHDVH LQ
GHYHORS PDQXIDFWXWHR WWGBIORVHOO RU LPSRUW SURGXFWYV FRYHUHG E\ WKH OLFHQVHG
GLVHDVH LQ KXPDQV 3ULRU WR HQWHULQJ LQWR WKH OLFHQVH ZLWK XV &2+ KDG HQWHL
PDQXIDFWXUH XVHULUR®SRWMOHRDQG VHOO SURGXFWY FRYHUHG E\ WKH OLFHQVHG SDWHQV
KXPDQV H[FOXGLQJ YLUXVHV DQG GHOLYHU\ RI SURGXFWVY LQWR WKH H\H RU HDU :KLOH
WKDW QRQ H[FOXVLYH OLFHQVH ZDV SHUPLWWHG WR HQWHU LQWR DQ HTXLYDOHQW QRQ
5HVHDUFK &RUSRUDWLRQ DV VXFFHVVRU WR,® B ®RQLRF OK2H XBWIBBQWH GRORGKHY DQ F
ZRUOGZLGH H[FOXVLYH OLFHQVH XQGHU WKH OLFHQVHG SDWHQW ULJKWV SURYLGLQJ FHL
GLDJQRVWLF XVHV SURYLGHG &2+ KDV QRW JUDQWHG RU LV QRW QHJRWLDWLQJ D OLFHQ
SDUWKH H[FOXVLYH OLFHQVHV JUDQWHG E\ &2+ WR XV XQGHU WKH DJUHHPHQW DUH VXEM
SDWHQW ULJKWYVY DQG D UR\DOW\ IUHH ULJKW Rl &2+ WR SUDFWLFH WKH OLFHQKBGHS\W WH (
VXEOLFHQVH WKH OLFHQVHG SDWHQWUZUKWW HORFRRVUHEDUWLHY ZLWK &2+

3XUVXDQW WR WKH WHUPV RI WKH DJUHHPHQW ZH SDLG &2+ D RQH WLPH QRQ UHIXQGDE
D FR LQYHQWRU RI WKH FRUH 'VL51$%$ SDWHQW &2+ LV HQWLWOHG WR UHFHLYH PLOHVWRC(

PLOOLRQ XSRQ DFKLHYHPHQW RI FHUWDLQ FOLQLFDO DQG UHJXODWRU\ PLOHVWRQHYV
SHUFHQWDJH RI DQ\ QHW VDOH UHYHQXH Rl WKH OLFHQVHG SURGXFWV VROG E\ XV DQG R
SDUWYR+ KDV WKH ULJKW WR UHFHLYH D GRXEOH GLJLW SHUFHQWDJH Rl VXEOLFHQVH LQF
H[SHQGHG PLOOLRQ LQ GHYHORSPHQW B @ H FORCPHRU REDQ I PDMHR @/ RR\WDN &2+ DQ DQQXI
PD\ EH FUHGLWHG DJDLQVW DQ\ UR\DOWLHW GXH{WHRE XDV H & KR VH{BHABBHY DVVRFLDWH
PDLQWHQDQFH RI WKH OLFHQVH SDWHQW ULJKWYV

8QGHU WKH DJUHHPHQW ZH DUH REOLJDWH GI RARVX/VW RF ERFYHHIDMRLD O Q G UARRIPPRIQUIFEO B LHH WK
PDMRU PDUNHWV &2+ KDV WKH ULJKW WR WHUPLQDWH WKH DJUHHPHQW LQ LWV HQWLUH\
SURGXFWV DW YDULRXV SKDVHV EHIRUH FHUWDLQ VSHFLILHG GHDGOLQHV XQOHVV ZH H[F
PDNLQJ D SD\PHQW RI PLOOLRQ WR &2+ IRUKBPARKHR@HQGEBG RRHHPOMLIROWRQH GHDGOLC
SD\LQJ DQ DJJUHJDWH RI PLOOLRQ WR &2+ IRU VXFK H[WHQVLRQV
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(LWKHU sbuw\ PD\ WHUPLQDWH WKH OLFHQVH DJUHHPHQW IR W& DHQP X\QWXWH & CPCOVWMH WILKIHO DE
EDQNUXSWF\ RU (HOROWHQPLQDWH WKH DIJUHHPHQW ZLWKRXW FDXVH XSRQ ZULWWHQ QR

Intellectual Property

H DUH VHHNLQJ PXOWLIDFHWHG SURWHFWLRQ IRU RXU LQWHOOHFWXDO SURSHUW\ WKDV
FRS\ULJKWV SDWHQWV WUDGHPDUNV DQG FRPPRQHDDZHULIRWR RREFK ®NQMWLDGOHWHBQ BV
RXU HPSOR\HHV FRQVXOWDQWY FROODERUDWRUV VXEFRQWUDFWRUV DQG RWKHU WKLU
SURSULHWDU\ LQIRUPDWLRQ
3DWHQWY DQG SURSULHWDU\ ULJKWYV
:H RZQ WKUHH 8 6 SDWHQWY DQG D QXPEHU RI SHQGLQJ SDWHQW DSSOLFDWLRQV WKDW
WHFKQRORJLHV LQFOXGLQJ RXU SURSULHWDU\ 'VL51$ PROHFXOHV DQG OLSLG GHOLYHU\
ZLWK DQ H[SLUDWLRQ GDWH RI -DQXDU\ 8 6 LVVXHG LQ )HEUXDU\ ZLW
LVVXHG LQ $XJXVW ZLWK DQ H[SLUD\WOR®@ BRY ) RPHDRXY SDWHQW DSSOLFDWLRQV FF
GULYH DFWLYLW\ DJDLQVW KLJK YDOXH GLVHDVH WDUJHWVY LQFOXGLQJ 0ZK RB®6V HYH D%
SDWHQWY DQG QXPHURXV SDWHQW DSSOLFDWLR QW UHDO/MHWLH/G/ XWHRG RRW SH.GE GQG HRADLDYLHPUA W
SKDUPDFHXWLFDO FRPSRVLWLRQV IRUP XOD@ Y ®D@BRPHRMRRCRG R | R4 VIHH G RFIOXIGWOU JHW JH
WUHDWPHQW PHWKRGV RI LQKLELWLQJ FHOO JURZWK DQG PHWKRGV RI VIQWKHVLV

:H MRLQWO\ RZQ ZLWK .+. 8 6 DQG IRUHLJQ SDWHQW DSSOLFDWLRQV SXUVXDQW WR RXU
PDGH LQ WKH FRXUVH RI WKH FROODERUDWLRQ IRFXVHG RQ GHOLYHU\ RI .5$6 VSHFLILF "
FODLPVY ZH PD\ DOVR MRLQWO\ RZQ SDWHQWYV LVVXLQJ IURP SDWHQW DSSOLFDWLRQV ILC

2XU VWUDWHJ\ DURXQG SURWHFWLRQ LRIFRXGISORSQLH\WRBY WERQR MRYG LPSURYHPHQWYV
ZLWK D IRFXV RQ MXULVGLFWLRQV WKDW UHSUHVHQW VL JGELD WAHD@WW JIOIRED O SK-DUPP R F MXZ\}
HDUOLHVW SULRULW\ GDWH DVVXPLQJ WKDW DOO PDLQWHQDQFH IHHV DUH SDLG QR SRLU
EHHQ LQYDOLGDWHG ,Q FHUWDLQ MXULVGLFWLRQV DQG LQ FHUWDLQ HLJWKREMWDQROHD J!
SDWHQW SURWHFWLRQ IRU DW OHDVW QR Y3KDEBRDFHHFXWHNDGRRSRYXDWWRAGR RV PRMIWMKRGV R
PHWKRGV RI PDQXIDFWXUH DQG RWKHU QRYHO XVHV IRU WKH LQYHQWLYH PROM¥XBBW RV
DVVHVV ZKHWKHU LW LV VWUDWHJLFDOO\ PRUH IDYRUDEOH WR PDLQWDLQ FRQILGHQWLD(
SDWHQW SURWHFWLRQ )RU HDFK SDWHQW DSSOLFDWLRQ WKDW LV ILOHG ZH VWUDWHJILF
D SDUWLFXODU WHFKQRORJ\

7KHUH FDQ EH QR DVVXUDQFH WKDW DQ LVVXHG SDWHQW ZLOO UHPDLQ YDOLG DQG HQIRI
YDOLGLW\ RI D SDWHQW EH FKDOOHQJHG WKH OHJDO SURFHVV DVVRFLDWHG ZLWK GHIHC
VXEMHFW WR RSSRVLWLRQV LQWHUIHUHQFHYV DQG RWKHU WKLUG SDUW\ FKDOOHQJHV WK
SDWHQW FRYHUDRFH HODWNWMBGWK WR SURWHFW VXEMHFW PDWWHU WKDW LV FRPPHUFLD(
'HYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI SKDUPDFHXWLFDO SURGXFWV FDQ EH VXEMHF
FRPPHUFLDOL]DWLRQ DQ\ SDWHQW FRYHULQJ WKH SURGXFW KDV H[SLUHG RU ZLOO EHILQ
FDQQRW SUHGLFW ZLWK DQ\ FHUWDLQW\ LI DQ\ WKLUG SDUW\ 8 6 RU IRUHLJQ SDWHQW U
WHEKQRDRU\FDQ ZH SUHGLFW ZLWK RH UNMKIHMHWY LZKVEYK ZILIODQRU PD\ EH DVVHUWHG DJDLQ\
GHIHQG RXUVHOYHV DQG RXU SDUWQHUV DJDLQVW DQ\ VXFK FODLPV VXEVWDQWLDO FRV
DEOH WR REWDLQ LQMXQFWLYH RU RWKHFW HTKQWDE R FNURDOW HIE IZKILWK WRX®HY HODRS RU FFR
WKH 8 6 DQG DEURDG DQG FRXOG UHVXOW LQ WKH DZDUG RI VXEVWDQWLDO GDPDJHV ¢
UHTXLUHG WR REWDLQ RQH RU PRUH KHFH GDDVEIH DR D WUWIBQEBHUMKDW ZH FDQ REWDLQ
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EDVLV VKRXOG ZH GHHP LW QHFHVVDU\ WR REWDLQ ULJKWV WR DQ DOWHUQDWLYH WHFK(C
PDWHULDO DHSFWA RVHRXIU EXVLQHVY UHVXOWY RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLI

:H DOVR UHO\ RQ WUDGH VHFUHW SURWHFWLRQ IRU RXU FRQILGHQWLDO DQG SURSULHWI
SURWHFW RXU WUDGH VHFUHWYVY RQ D FRQWLQXLQJ EDVLVY 2WKHUV PD\ LQGHSHQGHQWO\
RU RWKHUZLVH JDLQ DFFHVV WR RXU WUDGH VHFUHWYV

,W LV RXU SROLF\ WR UHTXLUH RXU HPSOR\HHY DQG FRQVXOWDQWYV RXWVLGH VFLHQWLII
FRQILGHQWLDO LQIRUPDWLRQ IURP XV WR H[HFXWH FRQILGHQWLDOLW\ DJUHHPHQWYV XSR
DIJUHHPHQWY SURYLGH WKDW DOO FRQILGHQWLDO LQIRUPDWLRQ GHYHORSHG R UV PUDHEHD M/
ZLWK WKH FRPSDQ\ LV WR EH NHSW FRQILGHQWLDO DQG LV QRW WR EH GLVFORVHG WR W
DOO LQYHQWLRQV FRQFHLYHG E\ DQ HPSOR\HH VIKHQ® EBD QVEH B RBVAWUXNABRIWW\K K REAHPYSDL)
SURYLGH PHDQLQJIXO SURWHFWLRQ RU DGHTXDWH UHPHGLHV IRU RXU WUDGH VHFUHWYV 1

2XU VXFFHVV ZLOO GHSHQG LQ SDUW RQ RXU DELOLW\ WR REWDLQ DQG PDLQWDLQ SDWH(
XSRQ RXU SURSULHWDU\ ULJKWYV DQG RSHUDWH ZLWKRXW LQIULQJLQJ XSRQ WKH SURSUL

,Q OLFHQVHYV

,Q DGGLWLRQ WR WKH OLFHQVH DJUHHPHQW ZLWK &2+ GHVFULEHG DERYH ZH KDYH HQWF
DV ZH DGYDQFH RXU SURJUDPV

30DQW %LRVFLHQFH /LPLWHG OLFHQVH DJUHHPHQW

,Q 6HSWHPEHU ZH HQWHUHG LQWR D FRPPHUFLDO OLFHQVH DJUHHPHQW ZLWK 30DQW
XV D QRPLQDWHG WDUJHW OLPLWHG ZRUOGZLGH QRQ H[FOXVLYH IHH EHDULQJ OLFHQV}#
GLVFRGHYHORS PDQXIDFWXUH VHOO LPSRUW DQG H[SRUW IRU KXPDQ GLDJQRVWLF DQ(
PROHFXOHV 650V GHVLJQHG WR WDUJHW DQG PRGLI\ WKH H[SUHVVLRQ RI D KK DM HM
QRPLQDWH PXOWLSOH 650V DQG KDYH VR IDU QRPLQDWHG RQHHIBQH QRWRHEOLUMWHES OVR
DGGLWLRQDO JHQHYV

H KDYH SDLG 3%/ D RQH WLPH QRQ UHIXQGDEOH VLJQDWXUH IHH DQG ZLOO SD\ 3%/ D QI
DJUHHPH)WUH IXUWKHU REOLJDWHG WR SD\ 3%/ PLOHVWRQH SD\PHQWYV XSRQ DFKLHYHPH
3%/ LV HQWLWOHG WR UHFHLYH UR\DOWLHY DW D ORZ VLQJOH GLJLW SHUFHQWDJH RI DQ)\
DJUHHPHQW ZLOO H[SLUH RQ D FRXQWU\ E\ FRXQWU\ EDVLV LQ HDFK FRXQWU\ ZKHUH DQ\
VROG XSRQ WKH GDWH Rl WKH ODVW WR H[SLUH RI DSSOLFDEOH YDOLG FODLP (DFK SDU\
RWKHU S ®W\ WHUPLQDWH WKH DJUHHPHQW DW DQ\ WLPH IRU FRQYHQLHQFH XSRQ SULRL
&DUQHJILH ,QVWIWKXWIWR ROLFHQVH DJUHHPHQW

,Q -DQXDU\ ZH HQWHUHG LQWR D OLFHQVH DJUHHPHQW JALRE WRH @EDILOGIHIENUQXIVQW
JUDQWHG WR XV D ZRUOGZLGH QRQ H[FOXVLYH OLFHQVH XQGHU FHUWDLQ RI LWV SDWHQ
VWUDQGHG 51%$ PROHFXOHV IRU LQWHUQDO UHVHDUFK VFUHHQLQJ DQG GHYHORSPHQW R
WKHUDSHXWHFKRYHVSDLG &DUQHJLH D RQH WLPH XSIURQW IHH DQG ZLOO LQ DGGLWLRQ S
H DUH IXUWKHU REOLJDWHG WR SD\ DGGLWLRQDO DPRXQWVY XSRQ DFKLHYHPHQW RI ERW
DQG WKH ILUVW FRPPHUFLDO VDOH RI D OLFHQVHG SURGXFW FDQGLGDWH RU OLFHQVHG |
IURP OLFHQVHG SURGXFW FDQGLGDWHY VROG E\ XV ZLWK WKH UR\DOW\ UDWH WR EH IXU
FXVWRPDU\ UDWHV LQ WKH LQGXVWU\

7KH DJUHHPHQW ZLOO WHUPLQDWH ZLWK UHVSHFW WR HDFK OLFHQVHG SURGXFW FDQGLC
ULJKWV (DFK sSDuw\ PD\ WHUPLQDWH WKH DJUHHPHQW XSRQ DR\PDQ AXHUBRELREDWHUNRD BU
WLPH IRU DQ\ UHDVRQ XSRQ ZULWWHQ QRWLFH WR &DUQHJILH
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Manufacturing and Supply

:H GR QRW FXUUHQWO\ RZQ RU RSHUDWH PDQXIDFWXULQJ IDFLOLWLHV IRU WKH SURGXFV
FDQGLGDMWHXUUHQWO\ FRQWUDFW ZLWK RQO\ RQH GUXJ SURGXFW IRUPXODWLRQ PDQXIDF
QRQSDUWLFOH DQG ZH H[SHFW WR FRQWLQXH WR GR VR WR PHHW WKH SUHF OH GGLFF M® \I (K
ORQJ WHUP DJUHHPHQW ZLWK WKLV WKLUG SDUW\

EXUUHBWPK RI RXU GUXJ VWDUWLQJ PDWHULDOV IRU RXU PDQXIDFWXU L®JKDFNWM LY LWHHHR/HE
VXSSO\ RI VXFK GUXJ PDWHULDOV ZLWK PDQXIDFWXUHRWHRW FOSDT L MUY WW\R KFDHWH & HR K H OG_HF
WKDW DGHTXDWH DOWHUQDWLYH VRXUFHWKRIWU KN XNMKDVXIS\GD MVHRDM[ L VWV ¥RIGIYHHNU DUH LQW |
EXVLQHNW\SLFDOO\ RUGHU UDZ PDWHULDOV DQG VHUYLFHVY RQ D SXUFKDVH RUGHU EDVL
VXSSO\ DUUDQJHPHQWYV

.+. LV UHVSRQVLEOH IRU DOO PDQXIDFWXULQJ XQGHU RXU FROODERUDWLRQ DJUHHPHQW
SURJUDP VHOHFWHG E\ .+. IRU GHYHORSPHQW XQGHU WKH DJUHHPHQW

ODQXIDFWXULQJ LV VXEMHFW WR H[WHQVLYH UHJXODWLRQV WKDW LPSRVH YDULRXV SURF
PDQXIDFWXULQJ SURFHVVHY DQG FRQWUROV SHUVRQQHO TXDOLW\ FRQWURO DQG TXDOI
PDQXIDFWXUH RXU SURGXFW FDQGLGDWHY XQGHU FXUUHQW *RRG ODQXIDFWXULQJ 3UDFW
SURGXFWLRQ Rl SKDUPDFHXWLFDOV WKDW ZLOO EH XVHG LQ KXPDQV

Competition

:H EHOLHYH WKDW RXU VFLHQWLILF NQRZOHGJH DQG H[SHUWLVH LQ 51%$L EDVHG WKHUDS
FRPSDQLHY DQG RWKHU HQWLWLHY WKDW DUH DWWHPZWLUQFHWRREISHMARI KFQPLW DWKW UNMH
WKHUDSHXWLF LQGLFDWLRQ OHYHOV IURP ERWK ODUJH DQG VPDOO ELRSKDUPDFHXWLFDC
SULYDWH UHVHDUFK LQVWLWXWLRQV 0DQ\ RI RXU FRPSHWLWRUV KDYH VLJQLILFDQWO\ J
PDQXIDFWXULQJ SUHFOLQLFDO WHVWLQJ FRQGXFWLQJ FOLQLFDO WULDOV REWDLQLQJ |
FRPSHWLWRUYV DOVR FRPSHWH ZLWK XV LQ UHFUXLWLQJ DQG UHWDLQLQJ TXDOLILHG VFLI
SDWLHQW UHJLVWUDWLRQ IRU FOLQLFDO WULDOV DV ZHOO DV LQ AT SINRIYDWHFKQROR

2XU VXFFHVV ZLOO EH EDVHG LQ SDUW®WHXYSROR 8 >0 0 EALQ WIAHWIR SREHWMRIOLR R GAFXNM VY W KWDRA
FRPSHWLQJ SURGXFWY LQ WKH WUHDWPHQW RI RXU WDUJHWHG SDWLHQWY 2XU FRPPHUF
GHYHORS DQG FRPPHUFLDOL]H FIRRIGHHAWY YW K KW YOHU HH F®WMHVD GH PPRUH FRQYHQLHQW RU DU
SURGXFWYVY ZH PD\ GHYHORS

51$ EDVHG WKHUDSHXWLFV

7R RXU NQRZOHGJH WKHUH DUH QR RWKHU FRPSDQLHV GHYHOWKSHWH DWLHS MiHY HUD &/ KIRP S &
GHYHORSLQJ 51$L EDVHG WKHUDSLHV IRU YDULRXV LQGLFDWLRQV $0Q\ODP 3KDUPDFHXW
EDVHG WKHUDS\ IRU WKH WUHDWPHQW RI| W @D VWG ULNWWDQIBHGQWIOVHE@ BRDO/RL G RVILD O
EDVHG WKHUDSLHV IRU RWKHU LQGLFDWLRQV LQFOXGLQJ KHPRSKLOLD SRUSK\ULD K\SH
GHILFLHQF\GBLFLHQFLHYV DRRBUUPWHHDUM DFHXWLFDOV &RUSRUDWLRQ LV GHYHORSLQJ L
3KDVH VWXGLHV IRU JDVWURLQWHVWLQDO QHXURHQGRFULQH WHKRRUYD*DAQYR DV E MGEL
LWV 51$L PROHFXOHV IRU XVH LQ WUHDWLQJ (EROD YLUXV KHSDWLWLV % +%KdNPLOPRKIRY
XQGHU $O/QLQWMHOOHFWXDO SURSHUW\ WR GHYHORS WKLUWHHI@RBKHD @ KHYVBBHRW IR BBRUA
$5& IRU GLVHDVHV RI WKH OLYHU DQG I AXDQNKBEDH P DFAHXGULH\D ORU #3349 LV D SDUWQHU
RI 3) IRU GLVHDVHV RI WKH H\H DQG LV LQ 3KDVH VWXGLHV 4XDUN DOVR SDUWQHUHC
IRYDUWLY DQ RSWLRQ IRU D ZRUOGZLGH H[FOXVLYH OLFHQVH WR WKH SURGXFW FDQGLG
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,Q DGGLWLRQ WR 51%$L WKHUDSLHV WKHUH DUH RWKHU LQWUDFHOOXODU WHFKQRORJLHV
FRSLHG IURP WKHP &RPSDQLHV VXFK DV PL5DJHQ 7KHUDSHXWLFV ,QF OLUQD 7KHUDSH X
XWLOL]JH PLFUR51%V ZKLFK DUH WR QXFOHRWLGH VKRUW QRQ FRGLQJ 51%$V WR LQW
FDQGLGDWHY EHLQJ GHYHORSHG E\ WKHVH FRPSDQLHYV DUH FXUUHQWO\ LQ SUHFOLQLFDC
GHYHORSVY DQWLVHQVH WKHUDSLHV WR QXFOHRWLGH V\QWKHWLF '1$ RU 51% OLNH |
SDUWQHUHG ZLWK 6DQRIL LV PDUNHWHG DV DQ DGMXQFW WR OLSLG ORZHULQJ PHGLFDYV
DQG ,VLV LV VHHNLQJ DGGLWLRQDO LQGLFDWLRQV IRU WKH SURGXFW

,] RXU OHDG SURGXFW FDQGLGDWHY DUH DSSURYHG IRU WKH LQGLFDWLRQV IRU ZKLFK ZF
LQ GHYHORSPHQW RU FXUUHQWO\ PDUNHWHG VXFK DV WKH IROORZLQJ

+HSDWRFHOOXODU &DUFLQRPD +&&

7KHUH DUH OLPLWHG WUHDWPHQWYV IRU +&& LQ WKH 8 6 DQG DEURDG ,l GLDJQRVHG DV }
UHVHFWLRQ Rl WKH OLYHU DQG KDV WKH SRWHQWLDO WR EH FXUDWLYHD UKHL @ DWKH PIDANT
IRU ZKLFK FKHPRWKHUDSLHV KD YIHF BRRPRXQW W Q RWOIIEGSRRW KIHUH LV QR )'$ DSSURYHG FKHF
WKH ROHAWHIYH GUXJ IRU WKH WUHDWPHQW RI DGYDQRFHG RWDXIQQM DBRWR K DG H G- &\8K DQ/ R YW |
FHQWMHLQJOH DUP RSHQ ODEHO GRVH HVFDODWLRQ 3KDVH VWXG\ IRU 7.0 3/. LQ +&& LC

B3ULPDU\ +\SHUR[DOXULD 3+
7KH FXUUHQW VWDQGDUG RI FDUH IRU WUHDWLQJ 3+IUAXCWDWRREHIDRWR XWHSW R QWD FAKRI

RUJDQ UHMHFWLRQ 2WKHU WUHDWPHQWYV LQFOXGH YLWR QW QREZIOIPE Y DMKG WKH JIKUHRQ
PDUNHWHG RU LQ FOLQLFDO GHYHORSPHQW IRU WKH WUHDWPHQW RI 3+

6ROLG WXPRUYV

7KHUH DUH D QXPEHU RI SKDUPDFHXWLFDOV DQG ELRORJLFV WKDW DUH PDUNHWHG RU L(
FRPPRQ WUHDWPHQWY IRU VROLG WXPRUV DUH YDULRXV FKHPRWKHUDSHXWLF DIJHQWV U
DQWLERGLHWBXRL QV(SELWX[ HHFWAHESWLEPDQG PROHF X0 HOX WG W DRI HI] DY D DOVR LQG
WUHDWPHQW RI VROLG WXPRUV ,Q FRQWUDVW RXU SURSULHWDU\ 'VL51$ PROHFXOHV WD
RQFRJH@®HRXU NQRZOHGJH RQO\ RQH VPDOO PROHFXOH VDOLUDVLE . LQ GHYHORSP
FOLQLFDO WULDOV IRU WKH WUHDWPHQW R . SBQFSHIMLWILFE @R Q AP O Q G- IROVK DX & JORMHE G/R
DZDUH RI DQ\ FOLQLFDO WULDO WKDW LV FXUUHQWO\ HYDOXDWLQJ D WKHUDS\ IRU WKH W

Government Regulation and Product Approval

*RYHUQPHQWDO DXWKRULWLHYVY LQ WKH 8 6 DW WKH IHGHUDO VWDWH DQG ORFDO OHYH(
UHVHDUFK GHYHORSPHQW WHVWLQJ PDQXIDFWXUH ODEHOLQJ SDFNDJLQJ SURPRWLRC
SURGXFWYVY VXFK DV WKRVH ZH DUH GHYHORSLQJ 2XU SURGXFW FDQGLGDWHYVY PXVW EH D¢
OHJDOO\ PDUNHWHG LQ WKH 8 6 DQG ZLOO EH VXEMHFW WR VLPLODU UHTXLUHPHQWYV LQ
REWDLQLQJ UHIJXODWRU\ DSSURYDOV DQG WKH VXEVHTXHQW FRPSOLDQFH ZLWK DSSOLFD
H[SHQGLWXUH RI VXEVWDQWLDO WLPH DQG ILQDQFLDO UHVRXUFHYV

8 6 JRYHUQPHQW UHJXODWLRQ
1'$ DSSURYDO SURFHVVHYV
,Q WKH 8 6 WKH )'$ UHIJXODWHV GUXJV XQGHU WKH )HGHUDO )RRG 'UXJ DQG &RVPHWLF

ZLWK WKH DSSOLFDEOH 8 6 UHTXLUHPHQWY DW DQ\ WLPH GXULQJ WKH SURGXFW GHYHOF
WR DGPLQLVWUDWLYH RU MXGLFLDO VDQFWLRQV DIFWIRZX XNK FIREK\OH \KIDQYFHWL. P@W FRIX O G

n UHIXVDO WR DSSURYH SHQGLQJ DSSOLFDWLRQV
n ZLWKGUDZDO RI DQ DSSURYDO
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n  LPSRVLWLRQ RI D FOLQLFDO KROG
n ZDUQLQJ OHWWHUYV

n SURGXFW VHL]XUHV

n  WRWDO RU SDUWLDO VXVSHQVLRQ Rl SURGXFWLRQ RU GLVWULEXWLRQ RU
n LOQMXQFWLRQV ILQHV GLVJRUJHPHQW RU FLYLO RU FULPLQDO SHQDOWLHYV

7KH SURFHVYV UHTXLUHG E\ WKH )'$ EHIRUH D GUXJ PD\ EH PDUNHWHG LQ WKH 8 6 JHQHUI

n  FRPSOHWLRQ RI QRQFOLQLFDO ODERUDWRU\ WHVWV DQLPDO VWXGLHV DQG IRUPX(
*/3V RU RWKHU DSSOLFDEOH UHJXODWLRQV

n  VXEPLVVLRQ WR WKH )'$ RI DQ ,QYHVWLJDWLRQDO 1HZ 'UXB FWL YBISSHIRADIVK RED @ KL
EHJLQ

n  SHUIRUPDQFH RI DGHTXDWH DQG ZHOO FRQWUROOHG KXPDQ FOLQLFDO WULDOV DF
DQGIIHADF\ RI WKH SURGXFW FDQGLGDWH IRU LWV LQWHQGHG XVH

n  VXEPLVVLRQ WR WKH )'$ RI DQ 1'$

n  VDWLVIDFWRU\ FRPSOHWLRQ RI DQ )'$ LQVSHFWLRQ RI WKH PDQXIDFWXULQJ IDFLOL
DVVHVV FRPSOLDQFH ZLWK FXUUHQW *RRG ODQXIDFWXULQJ 3UDFWLFHV F*03V WR
WR SUHVHUYH WKH SV RGXROWNRSHGMIDO WK DOLW\ DQG SXULW\ DQG

n )'$ UHYLHZ DQG DSSURYDO RI WKH 1'$

2QFH D SKDUPDFHXWLFDO FDQGLGDWH LV LGHQWLILHG IRU GHYHORSPHQW LW HQWHUV W
ODERUDWRU\ HYDOXDWLRQWRI[LFURG ORI HFRHPXOWMWALRQ DV ZHOO DV DQLPDO VWXGLHYV
QRQFOLQLFDO WHVWYVY WRJHWKHU ZLWK PDQXIDFWXULQJ LQIRUPDWLRQ DQG DQDO\WLFDC
HYHQ DIWHU WKH ,1' LV VXEPLWWHG ,Q DGGLWLRQ WR LQFOXGLQJ WKH UHVXOWYV RI WKH
RWKHU WKLQJY WKH REMHFWLYHV RI WKH FOLQLFDO WULDO WHKHWILLWHMHYW HUM WIRUEBD XV
ILUVW SKDVH OHQGWDLDWPVEIOWWRPDQDIWLRQ 7KH ,1' DHNPVRIPDHV L FED\W\ EIMARP WWVWHFHLSW E\ W
ZLWKLQ WKH GD\ WLPH SHULRG SODFHV WKH ,1' RQ FOLQLFDO RRU® UG WRFKXHDDRED VRX W
FRQFHUQV EHIRUH FOLQLFDO WULDOV FDQ EHJLQ $ FOLQLFDO KROGIARPWRF@KWRDW DOH W
RU DOO VWXGLHV FRQGXFWHG XQGHU WKH ,1'

$00 FOLQLFDO WULDOV PXVW EH FRQGXFWHG XQGHU WKH VXSHUYLVLRQ RI RQH RU PRUH
FRQGXFWHG XQGHU SURWRFROV GHWDLOLQJ WKH REMHFWLYHV RI WKH WULDO GRVLQJ S
DQGIMFWLYHQHVV FULWHULD WR EH HYDOXDWHG (DFK SURWRFRO PXVW EH VXEPLWWHG V
RI WKH FOLQLFDO WULDOV PXVW EH ¥SEQUWUWANH G OWVR WXKW'$V DRMXDOWSRUW WR )'$ VHULR
DQ\ FOLQLFDOO\ LPSRUWDQW LQFUHDVH LQ WKH UDWH RI D VHULRXV VXVSHFWHG DGYHU\
ILQGLQJV IURP RWKHU VMX & MAHY/RVI QIQWKDW RAXJIJHVW D VLIQLILFDQW ULVN LQ KXPDQV H
,5% DW HDFK LQVWLWXWLRQ SDUWLFLSDWLQJ LQ WKH FOLQLFDO WULDO PXVW UHYLHZ D
DQG PXVW DOVR DSSURYH WKH LQIRUPDWLRQ UHJDUGLQJ WKH WULDO DQG WKH FRQVWHQW
OHJDO UHSUHVHQWDWLYH PRQLWRU WKH VWXG\ XQWLO FRPSOHWHG DQG RWKHUZLVH FR

+XPDQ FOLQLFDO WULDOV DUH W\SLFDOO\ FRQGXFWHG LQ WKUHH VHTXHQWLDO SKDVHV W

n 3KDVH 7KH SURGXFW FDQGLGDWH LV LQLWLDOO\ LQWURGXFHG GRW\DRI HK RADRIONK\ DKQXF
PHWDEROLVP GLVWULEXWLRQ DQG HOLPLQDWLRQ ,Q WKH FDVH RI VRPH SURGXFW
HVSHFLDOO\ ZKHQ WKH SURGXFW FDQGLGDWH PD\ EH LQKHUHQWO\ WRR WR[LF WR }
LV RIWHQ FRQGXFWHG LQ SDWLHQWYV

n 3KDVH &OLQLFDO WULDOV DUH SHUIRUPHG RQ D OLPLWHG SDWLHIQMVSFRBXOG /\V LIRQ
SUHOLPLQDULO\ HFDEXRWWKHKBURGXFW IRU VSHFLILF WDUJHWHG GLVHDVHY DQG V
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n 3KDVH &OLQLFDO WULDOV DUH XQGHUWDNHQIWH FX DWICHVUDHN WO X D WH) GIRS D Q& HIESO
JHRIJUDSKLFDOO\ GLVSHUVHG FOLQLFDO VWXG\ VLWHY 7KHVH VWXGLHV DUH LQWH(
SURYLGH DQ DGHTXDWH EDVLV IRU SURGXFW ODEHOLQJ

+XPDQ FOLQLFDO WULDOV DUH LQKHUHQWO\ XQFHUWDLQ DQG 3KDVH 3KDVH DQG 3KDV
VSRQVRU PD\ VXVSHQG D FOLQLFDO WULDO DW DQ\ WLPH IRU D YDULHW\ Rl UHDVRQV LQI
H[SRVHG WR DQ XQDFFHSWDEORB X HI®O WKQUYXNSHEQBLARDWONUPLQDWH DSSURYDO RI D FOLC
QRW EHLQJ FRQGXFWHG LQ DNFRHNTOLQMHP ZQWK WKH |, 3%KH SURGXFW FDQGLGDWH KDV EHH
SDWLHQWYV

'XULQJ WKH GHYHORSPHQW RI D QHZ SURGXFW FDQGLGDWH VSRQVRUV DUH JLYHQ RSSRU
SULRU WR WKH VXEPLVVLRQ RI DQ ,1' DW WKH HQG RI 3KDVH DQG EHIRUH DQ 1'$ LV VXE
PHHWLQJV FDQ SURYLGH DQ RSSRUWXQLW\ IRU WKH VSRQVRU WR VKDUH LQIRUPDWLRQ D
QH[W SKDVH RI GHYHORSPHQW 6SRQVRUV WA\SLFDOO\ XVH WKH PHHWLQJ DW WKH HQG RI
SODQV IRU WKH SLYRWDO 3KDVH FOLQLFDO WULDO WKDW WKH\ EHOLHYH ZLOO VXSSRUW
GLVFXVVLRQ DW WKH HQG RI 3KDVH PHHWLQJ ZLWK WKH )'$ D VSRQVRU PD$ E MW IOHE GbX WAGF
ZKLFK LV WR UHDFK DJUHHPHQW ZLWK WKH )'$ RQ WKH 3KDVH FOLQLFDO WULDO SURWRE
FODLP

$FFRUGLQJ WR SXEOLVKHG BURHFHYMH B Y S\WKHHVRY ZKLFK PHHWYV WKH SUHUHTXLV$§VDIQ\G DA
LQIRUPDWLRQ UHJDUGLQJ WKH GHVLJQ DQG VL]JH RI WKH SURSRVHG FOLQLFDO WULDO 7K
WR DVVHVV ZKHWKHU WKH SURSRVHG WULDO LV DGHTXDWH ZKLFK HYDOXDWLRQ PD$ UHV
UHTXHVW PXVW EH PDGH EHIRUH WKH SURSRVHG WULDO EHJLQVY DQG DOO RSHQ LVVXHV
UHDFKHG LW ZLOO EH GRFXPHQWHG DQG PDGH SDUW RI WKH UHFRUG 7KH DJUHHPHQW Z
WKH )'$ DIWHU WKH WULDO EHJLQV H[FHSW ZLWK WKH ZULWWHQ DJUHHPHQW RI WKH VSR(
LVVXH HVYVHQWLDO WR GHWHWEPREQ IRQ WMWK KHS VB IGIWWWREDKIGLGDWH ZDV LGHQWLILHG DIWHU

&RQFXUUHQW ZLWK FOLQLFDO WULDOV VSRQVRUV XVXDOO\ FRPSOHWH DGGLWLRQDO DQLl
FKHPLVWU\ DQG SK\VLFDO FKDUDFWHULVWLFV RI WKH SURGXFW FDQGLGDWH DQG ILQDOL
FDQGLGDWH LQ DFFRUGDQFH ZLWK F*03 UHTXLUHPHQWY 7KH PDQXIDFWXULQJ SURFHVV P
SURGXFW FDQGLGDWH DQG WKH PDQXIDFWXUHU P XV \®X®H YWH DROSG PSRWKHRERA FR UMK H VSWLRQGIX\
DSSURSULDWH SDFNDJLQJ PXVW EH VHOHFWHG DQG WHVWHG DQG VWDELOLW\ VWXGLHV F
XQGHUJR XQDFFHSWDEOH GHWHULRUDWLRQ RYHU LWV SURSRVHG VKHOI OLIH

7KH UHVXOWY RI SURGXFW GHYHORSPHQW QRQFOLQLFDO VWXGLHY DQG FOLQLFDO WULD
RWKHU FRQWURO PHFKDQLVPV SURSRVHG ODEHOLQJ DQG RWKHU UHOHYDQW LQIRUPDWL
PDUNHW WKH SURGXFW 7KH VXEPLVVLRQ RI DQ 1'$ LV VXEMHFW WR WKH SD\PHQW RI XVH
FLUFXPVWDQFHY 7KH )'$ UHYLHZV DOO 1'$V VXERIPNWE\G ON FE RIR)S/OKHWM HWIKRIW WEKWHW D Q W LWXH
ILOLQJ ,W PD\ UHTXHVW DGGLWLRQDO LQIRUPDWLRQ UDWKHU WKDQ DFFHSW DQ 1'$ IRU |
LQIRUPDWLRQ 7KH UHVXEPLWWHG DSSOLFDWLRQ DOVR LV VXEMHFW WR UHYLHZ EHIRUH )

2QFH WKH VXEPLVVLRQ LV DFFHSWHG IRU ILOLQI'$WKUHHF$ EYH LHQLWV B € UL @ VGG G/DAGK B WHED L
D VLIQLILFDQW LPSURYHPHQW LQ WUHDWPHQW SUHYHQWLRQ RKHGL®H PORWHIXRVHGWRHDS 8
WKH DSSOLFDEOH UHJXODWRU\ FULWHULD DUH QRW VDWLVILHG RU PD\ UHTXLUH DGGLWL|
XOWLPDWHO\ GHFLGH WKDW WKH 1'$ GRHVY QRW VDWLVI\ WKH FULWHULD IRU DSSURYDO 7
SURGXFW LV MDAWILD/GIRIWU LWV LQWHQGHG XVH DQG ZKHWKHU LWV PDQXIDFWXULQJ LV F*C
FRPPLWWHH IRU UHYLHZ DQG UHFRPPHQGDWLRQ DV WR ZKHWKHU WKH DSSOLFDWLRQ
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VKRXOG EH DSSURYHG DQG XQGHU ZKDW FRQGLWLRQV 7KH )'$ LV QRW ERXQG E\ WKH UHI
VXFK UHFRPPHQGDWLRQV %HIRUH DZSORYLQV SHF W'V KWHKIHD F1$OLW\ RU IDFLOLWLHV ZKHUH
([SHGLWHG UHYLHZ DQG DSSURYDO

7KH )'$ KDV YDULRXV SURJUDPRWVFNQRUXBUQW)YDMW I/THZ DQG DFFHOHUDWHG DSSURYDO ZKI
SURFHVV IRU UHYLHZLQJ SURGXFW FDQGLGDWHYVY RU SURYLGH IRU WKH DSSURYDO RI D S
FDQGLGDWH TXDOLILHV IRU RQH RU PRUH RI WKHVH SURJUDPV WKH )'$ PD\ ODWHU GHFLC
TXDOLILFDWLRQ RU WKDW WKH WLPH SHULRG IRU )'$ UHSURRGRBEW EBQBYBOWHY OGVEDB W KORL
DUH WKRVH IRU VHULRXV RU OLIH WKUHDWHQLQJ FRQGLWLRQV WKRVH ZLWIKIW RH BRMWHQ:
EHQHILWY RYHU H[LVWLQJ WUHDWPHRQ WY D)SURFBENSCGHVYDMME WR IDFLOLWDWH WKH GHY
FDQGLGDWHYVY WR WUHDW VHULRXV RU OLIH WKUHDWHQLQJ GLVHDVHV RU FRQGLWLRQV DC
FDQGLGDWHWWIOIMRRIDGYDQFHY LQ WUHDWPHQW RU SURYLGH D WUHDWPHQW ZKHUH QR
FRPSDUHG WR D VWDQGDUG UHYLHZ WLPH RI WHQ PRQWKYV

SOWKRXIJKUPIFWWDR G SULRULWIHANW WMHZHORNVORG DU GV | RZL ®G PUVRWBRSW KHR)I®FLOLWDWH HI
D VSRQVRU RUDFNDBWVLIQDWHG SURGXFW FDQGLGDWH DQG H[SHGLWH UHYLHZ RI WKH DS
UHYLMEFHOHUDWHG DSSURYDO ZKLFK LV GHVFULEHG LQ 6XESDUW + RI &)5 3DUW SuU
WKDW LV LQWHQGHG WR WUHDW D VHULRXV RU OLIH WKUHDWHQLQJ GLVHDVH RU FRQ&LW
VXUURJDWH HQGSRLQW LV D ODERUDWRU\ PHDVXUHPHQW RU SK\VLFDO VLJQ XVHG DV DQ
PHDQLQJIXO RXWFRPH $V D FRQGLWLRQ RI DSSURYDO WKH )'$ PD\ UHTXLUH WKDW D VSR
SHUIRUP SRVW PDUNHWLQJ FOLQLFDO WULDOV

,Q WKH )RRG DQG 'UXJ $GPLQLVWUDWLRQ 6DIHW\ DQG ,QQRYDWLRQ $FW )'$6,$ ZKLFK ZC
WKH )'$ WR XWLOL]JH LQQRYDWLYH DQG IOH[LEOH DSSURDFKHV WR WKH DVVHVVPHQW RI S
)'$ WR LVVXH UHODWHG GUDIW JXLG D @ FHIQDLPAMKPLH IV \BIQ® DOWRUS WRPIXODDWH FRQILUPLQJ
)'$ SXEOLVKHG D GUDIW *XLGDQFH IRU ,QGXVWU\ HQWLWOHG ([SHGLWHG 3URJUDPV IRU
RQ )'$ SURJUDPV WKDW DUH LQWHQGHG WR IDFLOLWDWH DQG H[SHGLWH GHYHORSPHQW L
JHQHUDOO\ DSSOLFDEOH WR FRQFOXGLQJ WKDW D SURGXFW FDQGLGDWH LV D FDQGLGDW
)DVWOFN DFFHOHUDWHG DSSURYDO DQG SULRULW\ UHYLHZ SURJUDPV GLVFXVVHG DERYF
%UHDNWKURXJK 7KHUDS\ GHVLJQDWLRQ $ UHTXHVW IRU %UHDNWKURXJK 7KHUDS\ GHVLJC(
WR DQ ,1' )'$ KDV DOUHDG\ JUDQWHG WKLV GHVLJQDWLRQ WR DSSUR[LPDWHO\ QHZ SUF
7KHUDS\ GHVLJQDWHG GUXJ

3DWHQW WHUP UHVWRUDWLRQ DQG PDUNHWLQJ H[FOXVLYLW\

'"HSHQGLQJ XSRQ WKH WLPLQJ GXUDWLRQ DQG VSHFLILFV RI )'$ DSSURYDO RI WKH XVH R
IRU OLPLWHG SDWHQW WHUP H[WHQVLRQ XQGH UHW R H5 HMN RAWDL\W H RER B BWWRLW L R QU B{R/BO!\E
7KH +DWIF[PDQ $FW SHUPLWV D SDWHQW UHVWRUDWLRQ WHUP RI XS WR ILYH \HDUV DV FR
WKH )'$ UHIJXODWRU\ UHYLHZS B WRIFHV W HURFZ WHIWW RUDWLRQ FDQQRW H[WHQG WKH UHPDLQ
WKH SURGXFW MPBEGERYDWHEDWH 7KH SDWHQW WHUP UHVWRUDWLRQ SHUILHRFGNLY H H@MUD 8
WKH VXEPLVVLRQ GDWH RI DQ 1'$ SOXV WKH WLPH EHWZHHQ WKH VXEPLVVLRQ GDWH RI [
DSSOLFDEOH WR DQ DSSURYHG SURGXFW FDQGLGDWH LV HOLJLEOH IRU WKH H[WHQVLRQ
SDWHQW 7KH 8 6 BD®HRDMPKRGELY FRQVXOWDWLRQ ZLWK WKH )'$ UHYLHZV DQG DSSURYH
UHVWRUDWLRQ ,Q WKH IXWXUH ZH LQWHQG WR DSSO\ IRU UHVWRUDWLRQV RI SDWHQW W
EH\RQG WKHLU FXUUHQW H[SLUDWLRQ GDWH GHSHQGLQJ RQ WKH H[SHFWHG OHQJWK RI F
1'$
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ODUNHW H[FOXVLYLW\ SURYLVLRQV XQGHU WKH )'&$ DOVR FDQ GHOD\ WKH V&E BILNRWLIRIH R
SHULRG RI QRQ SDWHQW PDUNHWLQJ H[FOXVLYLW\ ZLWKLQ WKH 8 6 WR WKH ILU$ &URSXF
FDQGLGDWH LV D QHZ FKHPLFDO HQWLW\ LI WKH )'$ KDV QRW SUHYLRXVO\ DSSURYHG DQ\
ZKLFK LV WKH PROHFXOH RU LRQ UHVSRQVLEOH IRU WKH DFWLRQ Rl WKH SURGXFW FDQG
IRU UHYLHZ DQ DEEUHYLDWHG QHZ GUXJ DSSOLFDWLRQ $1'$ RU D E 1'$ VXEPLWWH!«
FDQGLGDWH ZKHUH WKH DSSOLFDQW GRHV QRW RZQ RU KDYH D OHJDO ULJKMQRD SBH HUMW
VXEPLWWHG DIWHU IRXU \HDUV LI LW FRQWDLQV D FHUWLILFDWLRQ Rl SDWHQW LQYDOLGI
H[FOXVLYLW\ IRU DQ 1'$ E 1'$ RU VXSSOHPHQW WR DQ DSSURYHG 1'$ LI QHZ FOLQLF
FRQGXFWHG RU VSRQVRUHG E\ WKH DSSOLFDQW DUH GHHPHG E\ WKH )'$ WR EH HVVHQWL
LQGLFDWLRQV GRVDJHV RU VWUHQJWKV RI DQ H[LVWLQJ SURGXFW FDQGLGDWH 7KLV WK
FOLQLFDO LQYHVWLJDWLRQV DQG GRHV QRW SURKLELW WKH )'$ IURP DSSURYLQJ $1'$V IR
DQG WKUHH \HDU H[FOXVLYLW\ ZLOO QRW GHOD\ WKH VXEP IDSSLQRLF RQOW § X ER YW@ [RQ JDDI X ®
FRQGXFW RU REWDLQ D ULJKW RI UHIHUHQFH WR DOO Rl WKH SUHFOLQLFDO VWXGLHV DQ
VDIHW\ DHFGVHYHQHVV

2USKDQ GUXJ GHVLJQDWLRQ

8QGHU WKH 2USKDQ 'UXJ $FW WKH )'$ PD\ JUDQW RUSKDQ GUXJ GHVLJQDWLRQ WR SURGX
LV JHQHUDOO\ D GLVHDVH{RW \F RIQGHW WRK@ @' KDW DUQGLYLGXDOV LQ WKH 8 6 RU PRUH WKI
WKHUH LV QR UHDVRQDEOH H[SHFWDWLRQ WKDW WKH FRVW Rl GHYHORSLQJ DQG PDNLQJ
FRQGLWLRQ ZLOO EH UHFRYHUHG IURP VDOHV LQ WKH 8 6 IRU WKDW SURGXFW FDQGLGD\
1'$ $IWHU WKH )'$ JUDQWY RUSKDQ GUXJ GHVLJQDWLRQ WKH LGHQWLW\ RI WKH WKHUDS
)'$ 2USKDQ GUXJ GHVLJQDWLRQ GRHV QRW FRQYH\ DQ\ DGYDQWDJH LQ RU VKRUWHQ WKH

.| D SURGXFW FDQGLGDWH WKDW KDV RUSKDQ GUXJ GHVLJQDWLRQ VXEVHTXHQWO\ UHFHL
GHVLJQDWLRQ WKH SURGXFW FDQGLGDWH LV ZKQWKWOIID® W R KRONS KDIH S)UR B X F @ R FIDKS/UL F
PDUNHW WKH VDPH SURGXFW FDQGLGDWH IRU WKH VDPH LQGLFDWLRQ H[FHSW LQ YHU\ O
KRZHYABXOG DOVR EORFN WKH DSSURYDO RI RQH Rl RXU SURGXFW FDQGLGDWHV IRU VHY
FDQGLGDWH DV GHILQHG E\ WKH )'$ RU LI RXU SURGXFW FDQGLGDWN SV RBGX\FWW FDQIGE GDR
LQGLFDWLRQ RU GLVHDVH

3HGLDWULF H[FOXVLYLW\ DQG SHGLDWULF XVH

8QGHU WKH %HVW 3KDUPDFHXWLFDOV IRU &KLOGUHQ $FW %3&$% FHUWDLQ SURGXFW FDC
VSRQVRU VXEPLWV LQIRUPDWLRQ UHTXHMWHMGHQQSBTKWY Q) BHWXWLOY¥ WR WKH XVH Rl WK
FKLOGUHQ 7KH )'$ PD\UQRWW HQVXHTBRHVW IRU VWXGLHY RQ XQDSSURYHG RU DSSURYHG LQ
UHODWLQJ WR WKH XVH RI D SURGXFW FDQGLGDWH LQ D SHGLDWULF SRSXODWLRQ RU SL
SRSXODWLRQ

,Q DGGLWLRQ WKH 3HGLDWULF 5HVHDUFK (TXLW\ $FW 35($ UHTXLUHV D VSRQVRU WR FR
IRUD QHZ DFWLYH LQJUHGLHQW QHZ LQGLFDWLRQ QHZ GRVDJH IRUP QHZ GRVLQJ UHJLI
ELRORJLFV OLFHQVH DSSOLFDWLRQ DQG VXSSOHPHQWYV WKHUHWR PXVW FRQWDLQ D SHGI
7KH UHTXLUHG DVVHVVPHQW P XVWHFWHMAQ WYY R DWHKWH DORSGHFW FDQGLGDWH IRU WKH F(
VXESRSXODWLRQV DQG VXSSRUW GRVLQJ DQG DGPLQLVWUDWLRQ IRU HDFK SHGUBWWLY¥H
VSRQVRU RU )'$ PD\ UHTXHVW D GHIHUUDO RI SHGLDWULF VWXGLHV IRU VRPH RU DOO RI )
UHDVRQV LQFOXGLQJ D ILQGLQJ WKDW WKH SURGXFW FDQGLGDWH RU ELRORJLF LV UHDC
WKDW DGGLWLRIHF® VDHIQWVR G BWD QHHGY WR EH FROOHFWHG EHIRUH WKH SHGLDWULF \
QRQFRPSOLDQFH OHWWHU WR DQ\ VSRQVRU WKDW IDLOV WR VXEPLW WKH UHTXLUHG DVYV
D SHGLDWULF IRUPXODWLRQ
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$vV SDUW RI WKH )'$6,$ WKH 8 6 &RQJUHVV PDGH D IHZ UHYLVLRQV WR %3&% DQG 35($ ZK
PDGH ERWK ODZV SHUPDQHQW

3RVW DSSURYDO UHTXLUHPHQWYV

2QFH DQ DSSURYDO LV JUDQWHG WKH )'$ PD\ ZLWKGUDZ WKH DSSURYDO LI FRPSOLDQFH
DIWHU WKH SURGXFW FDQGLGDWH UHDFKHVY WKH PDUNHW /DWHU GLVFRYHU\ RI SUHYLRX"
RQ WKH SURGXFW FDQGLGDWH RU HYHQ FRPSOHWH ZLWKGUDZDO RI WKH SURGXFW FDQGL
DSSURYHG SURGXFW FDQGLGDWH VXFK DV DGGLQJ QHZ LQGLFDWLRQV PDQXIDFWXULQJ I
UHYLHZ DQG DSSURYDO ,Q DGGLWLRQ WKH )'$ PD\ UHTXLUH WHWWWQR I IDFEG WKV G LSOUROBX
KDYH EHHQ FRPPHUFLDOL]J]HG DQG WKH )'$ KbV WKH SRZHU WR SUHYHQW RU OLPLW IXUW
SRVW PDUNHWLQJ SURJUDPV

$Q\ SURGXFW FDQGLGDWHY PDQXIDFWXUHG RU GLVWULEXWHG E\ XV SXUVXDQW WR )'$ DS
DPRQJ RWKHU WKLQJV

n  UHFRUG NHHSLQJ UHTXLUHPHQWYV
n  UHSRUWLQJ RI DGYHUVH H[SHULHQFHV ZLWK WKH SURGXFW FDQGLGDWH

n  SURYLGLQJ WKH )'$ ZLWK XSIGADWHGQM R U-ADWRLRQ® H |

n  GUXJ VDPSOLQJ DQG GLVWULEXWLRQ UHTXLUHPHQWYV

n QRWLI\LQJ WKH )'$ DQG JDLQLQJ LWV DSSURYDO RI VSHFLILHG PDQXIDFWXULQJ RU
n  FRPSO\LQJ ZLWK )'$ SURPRWLRQ DQG DGYHUWLVLQJ UHTXLUHPHQWYV

'UXJ PDQXIDFWXUHUY DQG RWKHU HQWLWLHY LQYROYHG LQ WKH PDQXIDFWXUH DQG GLVV
HVWDEOLVKPHQWY ZLWK WKH )'$ DQG FHUWDLQ VWDWH DJHQFLHY DQG DUH VXEMHFW WR
IRU FRPSOLDQFH ZLWK F*03 DQG RWKHU ODZzZV

5HIXODWLRQ RXWVLGH RI WKH 8 6

,Q DGGLWLRQ WR UHJXODWLRQV LQ WKH 8 6 ZH ZLOO EH VXEMHFW WR UHJXODWLRQV RI
GLVWULEXWLRQ RI RXU SURGXFW FDQGLGDWHV :KHWKHU RU QRW ZH REWDLQ )'$ DSSURY
UHIJXODWRU\ DXWKRULWLHV RI FRXQWULHYV RXWVLGH RI WKH 8 6 EHIRUH ZH FDQ FRPPHQ
VXFK FRXQWULHVY RU HFRQRPLF DUHDV VXFK DV WKH (XURSHDQ 8QLRQ EHIRUH ZH PD\ PL
DQG UHTXLUHPHQWY JRYHUQLQJ WKH FRQGXFW RI FOLQLFDO WULDOV SURGXFW OLFHQVL
WLPH PD\ EH ORQJHU RU VKRUWHU WKDQ WKDW UHTXLUHG IRU )'$ DSSURYDO

8QGHU (XURSHDQ 8QLRQ UHJXODWRU\ VAI\VWHPYVY D FRPSDQ\ PD\ VXEPLW PDUNHWLQJ DXWK
SURFHGXUH 7KH FHQWUDOL]HG SURFHGXUH ZKLFK LV FRPSXOVRU\ IRU PHGLFLQHV SURG
FDOQOFIQWUXURGHIJHQHUDWLYH GLVRUGHUV RU GLDEHWHY DQG LV RSWLRQDO IRU WKRVH PH(
PDUNHWLQJ DXWKRUL]DWLRQ WKDW LV YDOLG IRU DOO (XURSHDQ 8QLRQ PHPEHU VWDWH\
DSSURYDO GHFLVLRQV 8QGHU WKLV SURFHGXUH WKH KROGHU RI D QDWLRQDO PDUNHWL
VWDWHY :LWKLQ GD\V RI UHFHLYLQJ WKH DSSOLFDWLRQV DQG DVVHVVPHQWY UHSRUW
PHPEHU VWDWH GRHV QRW UHFRJQL]JH WKH PDUNHWLQJ DXWKRUL]DWLRQ WKH GLVSXWHG
GHFLVLRQ LV ELQGLQJ RQ DOO PHPEHU VWDWHYV

$V LQ WKH 8 6 ZH PD\ DSSO\ IRU GHVLJQDWLRQ RI D SURGXFW FDQGLGDWH DV DQ RUSKD
8QLRQ EHIRUH WKH DSSOLFDWLRQ IRU PDUNHWLQJ DXWKRUL]DWLRQ LV PDGH 2USKDQ GU
WHQ \HDUV RI PDUNHW H[FOXVLYLW\ IRU WKH DSSURYHG LQGLFDWLRQ XRROHWHHAWWIQRWRY R
FOLQLFDOO\ VXSHULRU WR WKH RUSKDQ GHVLJQDWHG SURGXFW
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SHLPEXUVHPHQW

6DOHV Rl RXU SURGXFWV ZLOO GHSHQG LQ SDUW RQ WKH H[WHQW WR ZKLFK WKH FRVW\
JRYHUQPHQW KHDOWK SURJUDPV FRPPHUFLDO LQVXUDQFH DQG PDQDJHG KHDOWKFDUH F
WKH SULFHV FKDUJHG IRU PHGLFDO SUR GXIKMW ¥ FDEMEDV. 9B ¥IORH \R | SKAHDLOW IRFIDUHOFRV WYV KDV
JRYHUQPHQWY DQG WKH SULFHV RI GUXRWWD YHKH B HQ IR YRIFXQP HQ W KVWBHWH OHJLVODWXU
VKRZQ VLJQLILFDQW LQWHUHVW LQ LPSOHPHQWLQJ FRVW FRQWDLQPHQW SURJUDPV LQF(
VXEVWLWXWLRQ RI JHQHULF SURGXFWV $GRSWLRQ Rl SULFH FRQWUROV DQG FRVW FRQW
ZLWK H[LVWLQJ FRQWUROV DQG PHDVXUHV FRXOG IXUWKHU OLPLW RXU QHW UHYHQXH D¢
FRVWHAWLYH FRPSDUHG WR RWKHU WKHUDSLHV WKH\ PD\ QRW FRYHU RXU SLU R/GKKHWG/RD IW
SD\PHQW PD\ QRWLERWXR DOORZ XV WR VHOO RXU SURGXFWV RQ D SURILWDEOH EDVLYV

7KH OHGLFDUH 3UHVFULSWLRQ 'UXJ ,PSURYHPHQW DQG ORGHUQL]DWLRQ $FW RI 00%
SUHVFULSWLRQ GUXJV IRU OHGLFDUH EHQHILFLDULHY 8QGHU 3DUW ' OHGIHDHG EHRHIY B
ZKLFK ZLOO SURYLGH FRYHUDJH RI RXWSDWLHQW SUHVFULSWLRQ GUXJV 3DUW ' SODQV L
GUXJ FRYHUDJH DV D VXSSOHPHQW WR OHGLFDUH $GYDQWDJH SODQV 8QOLNH OHGLFDUH
SUHVFULSWLRQ GUXJ SODQ VSRQVRUV DUH QRW UHTXLUHG WR SD\ IRU DOO FRYHUHG 3DU
LGHQWLILHV ZKLFK GUXJV LW ZLOO FRYHU3DQ® D8 WHK\DAN WVEWALRRUGO MY HRURRABYHMHYV P XV
WKHUDSHXWLF FDWHJRU\ DQG FODVV RI FRYHUHG 3DUW ' GUXJV WKRXJK QRW QHFHVVDU
3DUW ' SUHVFULSWLRQ GUXJ SODQ PXVW EH GHYHORSHG DQG UHYLHZHG E\ D SKDUPDF\ D
FRVWYV RI SUHVFULSWLRQ GUXJV PD\ LQFUHDVH GHPDQG IRU RXU SURGXPB@\VQRJURXKLIFK H/G
SURGXFWVY FRYHUHG E\ D 3DUW ' SUHVFULSWLRQ GUXJ SODQ ZLOO OLNHO\ EHKO®HAHUKW K
DSSOLHV RQO\ WR GUXJ EHQHILWYV IRU OHGLFDUH EHQHILFLDULHVY SULYDWH SD\RUV RIWF
WKHLU RZQ SD\PHQW UDWHV $Q\ UHGXFWLRQ LQ SD\PHQW WKDW UHVXOWYVY IURP WKH 00%
SD\RUYV

7KH $PHULFDQ 5HFRYHU\ DQG 5HLQYHVWPHQW $FW RI SURYLGHV IXQBEQLYRQ MVYVHRIMG
WUHDWPHQWY IRU WKH VDPH LOOQHVY $ SODQ IRU WKH UHVHDUFK ZLOO EH GHYHORSHG
+HDOWKFDUH 5HVHDUFK DQG 4XDOLW\ DQG WKH 1DWLRQDO ,QVWLWXWHYV IRU +HDOWK DC(
ZLOO EH PDGH WR WK$HOWEKRERR WKNWHYVXOWVIRFWIKHHRRNYDWU\U WG YHVHDUH QRW LQWHQGH
SXEOLF RU SULYDWH SD\RUW AW LWR®GW HDHDWFKKDVW BIIKDYH RQ WKH VDOHV RI DQ\ SURC
LW LV LQWHQGHG WR WUHDWW\L\WRBWXBERHWY¥WE R HP\FRBLWGFR PG YD WHW HYR HK GHPRQVWUBW
SURGXFW FRXOQHFW WKWWHHOD ®HV RI RXU SURGXFW FDQGLGDWHYV ,I WKLUG SDUWNFWIDHR FR
WR RWKHU DYDLODEOH WKHUDSLHV WKH\ PD\ QRW FRYHULRXMKBURE XKMWKY DWH DHEH R IH BICMIP
WR DOORZ XV WR VHOO RXU SURGXFWV RQ D SURILWDEOH EDVLV

7KH 3SDWLHQW 3URWHEWERG RQGH$SFW DV DPHQGHG E\ WK HR{HDIDBEN K L&VD\U HHHP Q Q HIGOXKIFIDWWLLR
UHIHUUHG WR DV WKH $&% HQDFWHG LQ ODUFK LV H[SHFWHG WR K®&H LD/ \H[SGIFI\WY HBQW
FRYHUDJH IRU WKH XQLQVXUHG ZKLOH DW WKH VDPH WLPH FRQWDLQLQJ RYHUDOO KHDOW
WKLQJV $&$ LV H[SHFWHG WR H[SDQG DQG LQFUHDVH LQGXVWU\ UHEDWHYV IRU GUXJV FR®
UHTXLUHPHQWY XQGHU WKH OHGLFDOQW) BRWUNWHGSURWUWRH:LPSDFW RI $&% RQ SKDUPDFHXW
UHIRUPV UHTXLUH WKH SURPXOJDWLRQ RI GHWDLOHG UHJXODWLRQV LPSOHPHQWLQJ WKH
8 6 6XSUHPH &RXUW XSKHOG WKH FRQVWLWXWLRQDOLW\ RI PRVW RI WKH $&$% VRPH VWD
RI WKH $&% DQG VRPH PHPEHUV RI WKH 8 6 &RQJUHVYV DUH VWLOO ZRUNLQJ WR UHSHDO
OHJLVODWLYH FKDQJHVY HQDFWHG DV SDUW RI $&$%
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,Q DGGLWLRQ LQ VRPH QRQ 8 6 MXULVGLFWLRQV WKH SURSRVHG SULFLQJ IRU D SURGX}
UHTXLUHPHQWY JRYHUQLQJ GUXJ SULFLQJ YDRUYU H[GRSD HURPKFRFKUEREBH /R FRXRWSURYLGI
WR UHVWULFW WKH UDQJH RI PHGLFLQDO SURGXFWV IRU ZKLFK WKHLU QDWLRQDO KHDOW
PHGLFLQDO SURGXFWV IRU KXPDQ XVH $ PHPEHU VWDWH PD\ DSSURYH D VSHFLILF SULFH
GLUHFW RU LQGLUHFW FRQWUROV RQ WKH SURILWDELOLW\ RI WKH FRPSDQ\ SODFLQJ WKF
FRXQWU\ WKDW KDV SULFH FRQWUROV RU UHLPEXUVHPHQW OLPLWDWLRQV IRU SKDUPDFH
DUUDQJHPHQWYV IRU DQ\ Rl RXU SURG X BWRGXFWG E B Q & H&D WHYWRMLGBIOWG LQ WKH (XURSHD
WKH 8 6 DQG JHQHUDOO\ WHQG WR EH VLJQLILFDQWO\ ORZHU

Environment

2XU WKLUG SDUW\ PDQXIDFWXUHUV DUH VXEMHFW WR LQVSHFWLRQV E\ WKH )'$ IRU FRPS!
86 IHGHUDO VWDWH DQG ORFDO UHJXODWLRQV UHJDUGLQJ HQYLURQPHQWDO SURWHFW
(QYLURQPHQWDO ODZV DQG UHJXODWLRQV DUH FRPSOH[ FKDQJH IUHTXHQWOK D LKIFXHU
PD\ FROQWLQXHVWRQLOAPORW H[SHQGLWXUHV WR HQVXUH ZH DUH LQ FRPZRX.D®® EH X/IXE Kl fFK
SHQDOWLHV IRU IDLOXUH WR FRPSO\ ZLWK WKHVH ODZV DQG UHJXODWLRQV

Sales and Marketing

2XU FXUUHQW IRFXV LV RQ WKH GHYHORSPHQW RI RXU H[LVWLQJ SRUWIROLR WKH FRPSO
RXU SURGXFW FBQXWUGMHYPMAMOV: GR QRW KDYH PDUNHWLQJ VDOHVY DQG GLVWULEXWLRQ FDES
DSSURYDO IRU DQ\ RI RXU SURGXFW FDQGLGDWHY ZH LQWHQG WR PDUNHW WKH SURGXF\
DJUHHPHQWY ZLWK WKLUG SDUWLHVY 7KH XOWLPDWH LPSOHPHQWDWLRQ RI RXU VWUDWH.
RQ WKH UHVXOWY RI FOLQLFDO WULDOV IRU RXU SURGXFW FDQGLGDWHYV WKH DYDLODEL!
SDUWLHYV

Scientific Advisors

:H VHHN DGYLFH IURP RXU VFLHQWLILF DGYLVRU\ ERDUG ZKLFK FRQVLVWY RI D QXPEHU
PDWWHUV 2XU VFLHQWLILF DGYLVRU\ ERDUG PHHWYV SHULRGLFDOO\ WR DVVHVYV

n RXU UHVHDUFK DQG GHYHORSPHQW SURJUDPV

n WKH GHVLJQ DQG LPSOHPHQWDWLRQ RI RXU FOLQLFDO SURJUDPV

n RXU SDWHQW DQG SXEOLFDWLRQ VWUDWHJILHYV

n QHZ WHFKQRORJLHVY UHOHYDQW WR RXU UHVHDUFK DQG GHYHORSPHQW SURJUDPYV
n VSHFLILF VFLHQWLILF DQG WHFKQLFDO LVVXHV UHOHYDQW WR RXU EXVLQHVV
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7KH FXUUHQW PHPEHUV RI RXU VFLHQWLILF DGYLVRU\ ERDUG DUH DV IROORZV

NAME POSITION AND INSTITUTIONAL AFFILIATION

ODUN %HKONH 0 ' 3K &KLHI 6FLHQWHIQW2JUDWHX QSOR JLH V

&DUOR &URFH 0 ° 3URIHVVRU DQGVEKDYXYWH RI *HQHWLFV DW 2KLR 6W

-DPHV & -HQVRQ 3K &R J)RXQGHU RI 'LFHUQD

& 5RQDOG .DKQ 0 0DU\ . ,DFRFFD 3URIHVVRU DW +DUYDUG OHGLFDO
9LFH &KDRWOLQ 'LDEHWHV &HQWHU

JUDQN OF&RUPLFMN 8K"6F +RQ 'LUHFWRUYHUVLW\ Rl &DOLIRUQLD 6DQ )UDQFLVFR
&DQFHU &HQWHU

7KRPDV 0 5REHUWV 3K ° '"HSDUWPHQW &BQKPRWEHU &DQFHU ,QVWLWXWH DC
OHGLFDO 6FKRRO

-RKQ 5RVVL 3K &R J)RXQGHU RI 'LFHUQD DQG 3URIHVVRU DQG 'HDQ

6FKRRO RI %LRORJLFDO 6FLW QRN PIVQ &3 MM HRDI UHFRKS

Employees

$V RI -XQH ZH KDG IXOO WLPH HPSOR\HHV RI ZKLFK DUH HQJDJHG LQ UHVHDUF
HPSOR\HHV LV UHSUHVHQWHG E\ D ODERU XQLRQ RU FRYHUHG E\ DDPROIWHFOWR\HHH & MDWID 1O
ODVVDFKXVHWW®VLGHU RXU UHODWLRQVKLS ZLWK RXU HPSOR\HHV WR EH JRRG

Facilities
2XU FRUSRUDWH KHDGT XD UDWHHIWWRZH) O RFOWHE X YHWWYV ZKHUH ZHIICHDV G ODBRWXDW R U
OHDVH WHURLURH RXG GDERUDWRMHUWEDFEH LOLOVVDFKXVHWWY FRPPHQFHG LQ 2FWREHU

WKH OHDVH DJUHHPHQW ZDV DPHQGHG WR H[WHQG WKH WHUP IRU DQ DGGLWLRQDO W
HIWHQG WKH OHDVH IRU DQ DGGLWLRQDO WHUP RI WZR \HDUV

:H EHOLHYH WKDW RXU H[LVWLQJ IDFLOLWLHY DUH DGHHHRWVAHDIERRURMR BX VB HRKM VR KEX?
JURZKHQ RXU OHDVH H[SLUHV ZH PD\ HIHUFLVH RXU UHQHZDO RSWLRQV RU ORRBEHI®RUUHYB
VXLWDEOH DGGLWLRQDO RU DOWHUQDWLYH VSDFH ZLOO EH DYDLODEOH LQ WKH IXWXUH

Legal Proceedings
:H DUH QRW FXUUHQWO\ D SDUW\ WR DQ\ PDWHULDO OHJDO SURFHHGLQJV
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MANAGEMENT

Executive Officers and Directors
7KH IROORZLQJ VHWV IRUWK LQIRUPIAMUUR/QDRQERGWURE W RYNFXWRYH RYHPEHU

:H KDYH EHJXQ D VHDUFK IRU DI LFH{Z AKQ @ |HI[LSHFQF RXO R X UUMHDW E® L&R UGRD @RLDE \RIJQ D
ILQDQALBBURWR EHJLQ ZLWK XV SULRUIMR.@KH FRPSOHWLRQ RI WKLV RI

NAME POSITION AGE
'RXJODV 0 )DPEURXJK ,,, 3K’ &KLHI ([HFXWEMHUWLHFWRU

%ULDQ . +DODN 3K 'LUHFWRU

6WHSKHQIPDQRIO ' 3K’ 'LUHFWRU

BHWHU .RORKKLQVN\ 'LUHFWRU

'HQQLV + /DRQIHU ' 'LUHFWRU

'DYLG 0 ODGGHQ &KDLUPDQ

9ILQFHQW - OLOHV 3K 'LUHFWRU

%RE ' %URZQ 3K &KLHI 6FLHIQWHAHR LRAH QB3 UHVLGHQW
'DYLG &RUGR &KLHI J)LQDQFHRO 21

-DPHV WLVVPDQ &KLHI % XVUQHNWY 2]

OHPEHU RI WKH DXGLW FRPPLWWHHIHUIRQ FRPSOHWLRQ RI WKLV RI
OHPEHU RI WKH FRPSHQVDWLRQ FRPPLWWHWLXISRQ FRPSOHWLRQ RI WKLV RI
OHPEHU RI WKH QRPLQDWLQJ DQG FRUSRUDWH JRYHUQD®BEHQEIRPPLWWHH XSRQ FRPSOHWLRQ RI WKLV RI

7KH IROORZLQJ LV LQIRUPDWLRQ DERXW WKH H[SHULHQFH DQG DWWULEXWHW®RY WK H P WR
WKLV SURVBHPWMARH H[SHULHQFH DQG DWWULEXWHV GLVFXVVHG EHORZ SURYLGH WKH U}
PHPEHUVKLS DV ZHOO DV ZK\ WKH\ FRQWLQXH WR VHUYH LQ VXFK SRVLWLRQV

'RXJODV 0 )DPEURXJK ,,, 3K ' FIKEHIUHDQBX@/ILYHFRIR U

'U )DPEURXJK KDV VHUYHG DV D PHPEHU RI RXU ERDUG Rl GLUHFWRIUVHL QE B 6 0 DO ]
MRLQLQJ XV DV FKLHAHUHRXMOLY HDPIEWRXJK ZDV D JHQHUDO SDUWQHU RI 2[IRUG %LRVFLH
FDSLWDO ILUP 'XULQJ KLV \HDUV DW 2[IRUG %LRVFLHQFH 3DUWQHUV KH VSHFLDOL]HG L¢(
6LUQD 7TKHUDSHXWLFV ,QF DFTXLUHG E\ OHUFN &R ,QF 6ROH[DHFRER®EILHW KA S ,
2[IRUG %LRVFLHQFH 3DUWQHUV KH ZDV D JHQRPLF VFLHQWLVW DW WKH :KLWHKHDG 0,7 &
'U )DPEURXJK JUDGXDWHG IURP &RUQHOO 8QLYHUVLW\ DQG REWDLQHG KLV 3K EHG)L BMEH!
'U )DPEURXBKSHULHQFH VHUYLQJ DV ROFH B KLGQIG H[ PFPWE HYHRRIRXU ERDUG RI GLUHFWRUYV
YHQWXUH FDSLWDO LQGXVWU\ DQG ELRWHFKQRORJ\ UHVHDUFK DQG GHYHORSPHQW SURY
ERDUG RI GLUHFWRUV

%ULDQ . +DODN 3K ' GLUHFWRU

‘U +DODN KDV VHUYHG DV D PHPEHU RI BXUXERD UG RUODN HF WRUVY WQQ@PN D SDUWQHU RI '
KH MRLQHG LQ 3ULRU WR MRLQLQJ+RPDNQZOWVRE LDWWHRF L D& AKDIRVOKRGWXDBFHGULRU W
'U +DODN ZDV D FRQVXOWDQW DW “DIOH NL DXNHWIWRWCURMEBYHY DV D PHPEHU RI WKH ERDUC
1$6'$4 $/,0 %LR1IDQR *HQRPLFV ,QF &DUWLFHSW OHGLFDO ,QF &RUULGRU 3KDUPDFH
7KHUDSHXWLFV ,QF +H SUHYLRXVO\ VHUYHG RQ WKH ERDUGV RI GLUHFWRUV RI (GGLQJSK
,OF $6: *,' DQG3KDUPDFHXWLFDOV ,QF 36N UHFHLYBG KLV %6( LQ ELRHQJLQHHUL
3HQQV\OYDQLD DQG KLV 3K ' LQ LPPXQROR RQI 8RR MABDN OWRPH YDIGIWM [SHULHQFH LQ WKH Y
LQGXVMDWWLFXODUO\
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ZLWK ELRSKDUPDFHXWLFDO FRPSDQLHV DQG KLV H[SHULHQFH VHUYLQJ RQ WKH ERDUGYV
KLP ZLWK WKH TXDOLILFDWLRQV DQG VNLOOV WR VHUYH DV D PHPEHU RI RXU ERDUG RI G

6WHSKHQIPD®IO "' 3K ' GLUHFWRU

'U +RPDQ KDV VHUYHG DV D PHPEHU RI RXU ERDUG RI| GHLRIHDRWRW ¥ XMLQHFQAWRY B FPEEHQUD JLQ J L
IHQWXUHV D YHQWXUH FDSLWDO ILUP )URP+fPQ@XQDXDYV D WHRQHMWRK SDUWWQHU DW 790 &DSI
JURP WR KH VHUYHG DV SUHVLGHIOPM D Q@ F KO\ HDHHFEWWYH WIKH ERDUG RI GLUHFV
DFTXLUHG E\ 6SHFWUXP 3KDUPDFHXWLFDOWRPOPR FRPBPHWHWRD IHO@RZVKLS LQ FOLQLFL
UHVLGHQF\ IHOORZVKLERWKGHBWPWKHRORUY HU VLRP\DRI RRWO RMKHGWRFLHQWLILF IRXQGHU RI 6R
%D[WHU ,QWHUQDWLRQDO ,QF ZKHUH KH KHOG WKH SRVLWLRQ RI YLFH SURPLG H Q@ WURIQ\
VHUYHV RQ WKH ERDUGYV RI GLUHFWRUV RI VHYHUD®FHIORS KEKDRPPHXWWHEFO GRP.SIFQL HY¥6'$
B3KDUPDFHXWLFDOV ,QF &RQFHUW 3KDUPDFHXWLFDOV ,QF *HQRFHD %LRVBERRPWHQI
RQ WKH ERDUGV RI GLKHFWFRHXWRF$OORV DFTXLUHG E\ 6SHFWUXP 3KDUPDFHXWLFDOV ,(
*OD[R6PLWK.OLQH SOF 1«BPD'®.KROGV D 3K' LQ ELR RUJDQLF FKHPLVWU\ I[URP 1RUWKZH"
8QLYHUVLW\ RI &RORUDGR 6F ERROHRIHOWRERDRL QUHALHQWLILF DQG EXVLQHVY H[SHULHQFH LC
DV DQ H[HFXWH®HURIFWRU DQG YHQWXUH FDSLWDO LQYHVWRU LQ ELRSKDUPDFHXWLFDO F
DV D PHPEHU RI RXU ERDUG RI GLUHFWRUYV

3HWHU .ROFRBKQVNGLUHFWRU

'U .ROFKLQVN\ KDV VHUYHG DV D PHPEHU RI RXU ERDRGFRILQUNHEWPUNRXQGEB J SOWUWQHU
&DSLWDO +H LV DFWLYH LQ ERWK SXEOLF DQG SULYDWH LQYHVWPHQWY DFURVV WKH SKI
LQGXVWULRIFKUQVN\ DXWKRUHG WKH H \ERRING H KWHR ( Q WALIRSVHFQXH&KWDUW XS VHUYHV RQ WI
JHUWLOLW\ $VVRFLDWLRQ DQG LV D PHPEHU Rl WKH ERDUG Rl GLUHFWRUV RI VHYHUDO Sl
&DOLPPXQH ,QF DQG 3LOR)RFXMWOFKL@VWKWHIDNME RO WKH %R DHBKRIRGRRIE O R Us LK EB W
RI 6FLHQFHV +H UHFHLYHG D 3K ' LQ YLURORJ\ |UR/P GHDIWYHJ BJ B ® L&RIWY HHOEDHIQ GNDHE D [K\E M
'U .ROFKIVQNPM\HULHQFH DV D YHQWXUH FDSLWDO LQYHVWRU LQ DQG GLUHFWRU RI D QXPE
WKH TXDOLILFDWLRQV DQG VNLOOV WR VHUYH DV D PHPEHU RI RXU ERDUG Rl GLUHFWRU\
'"HQQLV + /DQJHU- ' GLUHFWRU

'U /DQJHU KDV VHUYHG DV D PHPEHU RI RXU ERDUG Rl GLUHFWRUV/DQJFK KPWHPEHYHG D)\
RI WKH ERDUG RI GLUHFWR UN FHIG RAKLGY HOHPXQWEYHLRIDOVR D FOLQLFDO SURIHVVRU LQ V
*HRUJHWRZQ 8QLYHUVLW\ 6FKRRO RI OHGLFLQH )\DROR ISYIMNKVW HG BDAR DO D J L QU SDUMNXUHY
JURP -DQXDU\ WR -XO\ KH VHUYHG DV SUBWIGGHQWRURWWHKL$PHURFD RKkBY 5'< )UR
XQWLO -DQXDUADQJHWKHOG VHYHUDO SRVLWLRQV DW *OD[R6PLWK.O8RHNVKOFL QK 6% H*HBF K D
ZLWK VHQLRU YLFH SUHVLGHQW R U HN® DHF K OWUEH G WYOH O/RISPHHYWR QUWKH ERDUG RI GLUHH
0<*1 'U/DQJHU SUHYLRXVO\ VHUYHG RQ WKH ERDUGV RI GLUHFWRUV RI $X[LOLXP 3KDUPD
3KDUPD ,QF O0\UH[LV ,QF 3KDUPDFRSHLD ,QF DFTXLUHG E\ /LJDKHI BSB XD FNXWLF D (
OHUFN &R ,QPQJHU FXUUHQWO\ VHUYHY RQ WKH ERDUG RI| MLQUHWRKNHR ¥ B3 DD-G' * HRXP
+DUYDUG /DZ 6FKRRO DQ 0 ' IURP *HRUJHWRZQ 8QLYHUVLW\ 6FKRRO RI OHGLFLBHOR®E HD
'U /IDQMEXVLQHVY DQG PDQDJHPHQW H[SHULHQFH LQFOXGLQJ VHQLRU SRVLWLRQV DW J
GHYHORSPHQW H[SHULHQFH DW FRPSDQLHV<VXSERERW\OLDERODWRRLHMNG6]<6( $%7 DQOV*Z
DV KLV GLYHUVLILHG EDFNJURXQG VHUYLQJ DV D GLUHFWRU RI VHYHUDO SKDUPDFHXWLFI
PHPEHU RI RXU ERDUG RI GLUHFWRUV
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'DYLG 0 ODGGHQ FKDLUPDQ
0U ODGGHQ KDV VHUYHG DV D PHPEHU DQG WKH FKDLUPDQ R ROOUGBRRQUIG/ RO RMHFMR DQ G
5LYHU ODQDJHPH@WQYHVWPHQW PDQDJHPHQW FRPSDQ\ ZLWK D IRFXV RQ HTXLW\ LQYHVW
OU ODGGHQ VHUYHV DV FKUIAHUHDHFXW LPHHPEHU R1 WKH ERDINGLRQ GHYHGWRRINQRN BIRYEBERHID \B
VHUYHV DV D PHPEHU RI WKH ERDUG RI GLUHFWR WV 0D GVBKIH +SRMBYLIVRIXY OR V H6\$ YiHfF G DODV 6LXQMW
H[HFXWLYHH RIRI $GRORU &RUSRUDWLRQ 1$6'$4 $'/5 IURP $XJXVW WR 'HFHPEHU D (
ZDV DFTXLUHG E\ &XELVW 3KDUPDFHXWLFDOV ,QF 1$GDSGIG K@ &D VL ©R HFKH.RME FHbI FRX VEIRX Bl OR
$* D SULYDWH LQYHVWPHQW PDQDJHPHQW ILUP VSHFLDOL]LQJ LQ WKH DFTXLVLWLRQ RI |
DQG D PHPEHU RI LWV ERDUG RI GLUHFWRUV XQWLO ODUFK JURP WR 2FWREHU
3DUWQHUV //& )URP OWRBGHQ @WV SUHVLGHQW DIQBHRK DIQIGHDPHREKREY W RIl WKH ERDUG R
&RUSRUDWDRQGH® KDV D % 6 LQ (OHFWULFDO (QJLQHHULQJ IURP 8QLRQ &RD BHOH HYHGWH
OU ODGOGHQLYHUVLILHG H[SHULHQFH LQ WKH SKDUPDFHXWLFDO KHDOWKFDUH DQG ILQDQF
H[HFXWLYHHRIDQG GLUHFWRU Rl VHYHUDO SKDUPDFHXWLFDO FRPSDQLHV SURYLGH KLP Z
ERDUG RI GLUHFWRUYV

9LQFHQW - OLOHV 3K ' GLUHFWRU

'U OLOHV KDV VHUYHG DV D PHPEHU Rl RXU ERDUG RIOGOHMNFWRDY NLHFRHVLRWHPEHWQHU R
FDSLWDO ILUP LQ WKH OLIH VFLHQFHYV DQG KHDOWKBDOHWERBW RHQ L %Y 'RIUFHH MRIHMLEH REL
$0Q\ODP 3KDUPDFHXWLFDOV ,QF 1%$6'$4 $/1< IURP WIFOHV KH®E YDUWRXV SRVLWLRC
3KDUPDFHXWLFDOV ,QF LQFOXGLQJ YLFH SUHVLGHQW SRVLWLRQV LQ EXA QHM\R G HYA &
VHUYHG DV WKH GLURHAVWRKQROREQVIBQD )DUEHU &DQFHU ,QVWLWXWH IURP WR DC
DQG GHYHORSPHQW DQG EXVLQHVV IXQFWLRQV DW 5LER*HQH ,QF D SUHGHFHVVRU RI 4}
DQG DW 3KDUPOLRMFEHPLFDOV ,QF IURPLOHWRXUUHQ@WO\ VHUYHVY RQ WKH ERDUGV RI GL!
%LRVFLHQFHYV ,QF DQG GKQOBVAROGY DWs 6F LQ ELRFKHPLVWU\ DQG 3K ' LQ ELRFKHPLF
:H EHOLHYH OLKOBIW 'VFLHQWLILF DQG EXVLQHVV H[SHILEHGEBWHFMRL QD 6 V¥ B Q WX H FI XFDLSYLHWV
ELRSKDUPDFHXWLFDO FRPSDQLHYV SURYLGHV KLP ZLWK WKH TXDOLILFDWLRQV DQG VNLOC
%RE ' %URZQ 3K ' FKLHILFAVHQWRULFLEFIH SUHVLGHQW

'U %URZQ LQLWLDOO\ VHUYHG DV RXU VHQLRU YLFH SUHVLGHQW RI UHVHDUFK LEFHH1L YQQ@!
-DQXDU\ YURP ODUFK WR OOURZQ KHOG YDULRXV SRVLWLRQV DW *HQWD ,QFRUSRUTL
UHVHDUFK DQG WHHRKDRKMRADY D FR IRXQGHU DQG YLFH SUHVLGHQW RI UHVHDUFK DQG GF
DFTXLUHG E\ *HQ 3UREH ,@RRIZSRUDWEA QUHQWRU RU FR LQYHQWRU RQ LVVXHG SDWHQ
ROLJRQXFOHRWLGH DQG FRQYHQWLRQDO VPDOO PROHFXOH WKHUDSHXWLF DJHQWV GLD.
WHFKQRORJMBRZOQUKROGY D 3K ' LQ PROHFXODU ELRORJ\ IURP DAQKGH 8 @L 8 HUQ L"KHR L @\W O L IL
8QLYHUVIDNKRQIJWRQ 6HDWWOH

'DYLG &RUGR FKLHILEEDQFLDO RI

OU &RUGR KDV VHUYHG DV RXBHWKVHRQAH PREWIFDICG RIDHIDQ KLV FDUHHU LQ WKH OLIH VFLH!
WR 0D\ &RUGR ZDV WKH WUHDVXUHU Rl OLOOHQQLXP 3KDUPDFHXWLFDOV +H KHOG

EHWZHHQ DQG &RUGR KDV EHHQ LQWHULPHRK LRIU MIVDHUFLO @ RIH VFLHQFH FRPSDIQQBIV

7KHUDSHXWLFV OHWDPDUN *HQHWLFV UDQN)RWELFLQUBIPORVSRULFWORD FG $OLQHD 3KDUPL

VWUDWHJILF ILQDQFLDO LVVXHV IRU SXEOLF DQRUSWRL YD \WHF B UMALVIFH G GHKHE G RP DIFG R D WG

&ROOHJH DQG D % 6 % $ IURP 6WRQHKLOO &ROOHJIH
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-DPHV %HLVVPDQ FKLHI EIX¥HQHVV RI

OU :HLVVPDQ KDV VHUYHG DV RIXBHK VH QE K V-IDE@H\DW R | YJURP -DQXDU\ :HLWRPDQ XDW\ VH (
GLUHFWRU DQG WKHQ YLFH SUHVLGHQW EXVLQHVV GHYHORSPHQW RI 0DQQ.LQG &RUSRUI
FRPSDWQDFWLYLWLHY UHODWHG WR OLFHQVLQJ QHZ SURGXFW\H DQ\GP DY KIHWIGI OFH 5O B QWK I
EXVLQHVV GHYHORSPHQW DQG PDUNHWLQJ RW\RILPHRWY % KIDRPHDEW OW DNVDWHQLRE GIURAFWRU
VDOHV SURILW DQG VWUDWHJVF®BEUBOW)\ IRURVEKH WR PISQ @\ Y D U L H WY \RA DQKKIRIDS Y XOW% F6 L
&ROOHJH LQ ODLQH

Board Composition

8SRQ FRPSOHWLURQIRKJIWRKXWY ERDUG RI GLUHFWRUV ZLOO FRQVLVW RI VHYHQ PHPEHUV 2X
SURYLGH WKDW WKH QXPEHU RI GLUHFWRUV PD\ EH FKDQJHGE RQSHFBN WHWRO R WU FER RU GV R
GHWHUPLQH WKDW DOO RI WKH PHPEHUV RI RXU ERDUGFRIUGDBEBWRIK [HJHAH & @ GRISH € KIHH
GHILQHG LQ DSSOLFDEOH UXOHV RI WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVURBHDQGWLK
VXFFHVVRUV KDYH EHHQ HOHFWHG DQG TXDOLILHG RU DSSRLQWHG RU WKHFHDWYOD UWH RS Y
VHUYH DW WKH GLVFUHWLRQ RI WKH ERDUG RI GLUHFWRUYV 7KHUH DUH QRILPAU® UHODW

Voting Arrangements

3XUVXDQW WR DQ DPHQGHG DQG UHVWDWHG VWRFNKROGHUV DJUHHPHQW WKDW ZH HQWF
Rl RXU SUHIHUUHG VWRFN

n  GN\OLBEVWXUH 3DUVBEBYWXKH ULJKW WR GHVLJQDWH D GLUHFWRU IRU HOHFWLRQ W
'U +RPDQ DV VXFK GLUHFWRU

" $ELQJZRUWK %LR/YBIQDWXWHW YLIKW WR GHVLJQDWH D GLUHFWRU IRU HOHFWLRQOME
VXFK GLUHFWRU

n  'RPDLQ 3DUWQHURDY, WKH3ULJKW WR GHVLJQDWH D GLUHFWRU IRU HOHFWLRQODR .
VXFK GLUHFWRU

n 5% &DSLWDO +HDOWKFDUHLXQBNHY KQE WKW DILJKW WR GHVLJQDWH D GLUHFWRU IF
GHVLJQDWROFKLQVN\ DV VXFK GLUHFWRU

n RXU FXUUHQW FK LU HFHHEDXWW WKHH RILJKW WR EH QRPLQDWHG WR VHUYH RQ RXU ERDL

n D PDMRULW\ RI WKH KROGHUV RI RXU FRPPRQ VWRFN DQG SUHIHUUHG VWRFN KDYH
GLUHFWRUV DQG KDYHD@HMUIRQW@BEH U

7KH KROGHUV RI RXU FRPPRQ VWRFN DQG SUHIHUUHG VWRFN WKDW DUH SDUWLHV WR WK
IRU VXFK GHVLIQHHY 7KH SURYLVLRQV RI WKH VWRFNKROGHUY DJUHHBHQWDA)Y® O MHHUWHP 12
FROWUDFWXDO REOLJDWLRQV UHJDUGLQJ WKH HOHFWLRQ RI RXU GLUHFWRUYV

Director Independence

8SRQ WKH FRQVXPPDWURQJRRWHKIPRRRPRQ VWRFN ZLOO EH OLVWHG RQ 7KH 1$6'$4 *OREDO
ODUNHW //& 1$6'$4 LQGHSHQGHQW GLUHFWRUV PXVW FREKRDINGHR] BDMREWWU R IZD VWK LV/QV
GDWH RI OLVWLQJ ,Q DGGLWLRQ 1$6'$4 UXOHV UHTXLUH WKDW VXEMHFW D)RGV9HFRPISE
DQG QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLWWHHY EH LQGHSHQGHQW $XGLW
FULWHULD VHW IRUWK LQ 5XOH $ XQGHU WKH 6HFXULWLHV ([FKDQJH $FW RI DV DPt
1$6'$4 UXOHV D GLUHFWRU ZLOO RQO\ TXDOLI\ DV DQ LQGHSHQ EROQOWGERUIGEWREW RIU\ QW
KDYH D UHODWLRQVKLS WKDW ZRXOG LQWHUIHUH ZLWK WKH H[HUFLVH RI LQGHSHQGHQW
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7R EH FRQVLGHUHG LQGHSHQGHQW IRU SXUSRVHV RI 5XOH $ D PHPEHU RI DQ DXGLW F
FDSDFLW\ DV D PHPEHU RI WKH DXGLW FRPPLWWHH WKH ERDUG RI GLUHFWR UD/QR & FDQ@QMX XR0
DGYLVRU\ RU RWKHU FRPSHQVDWRU\ IHH IURP WKH OLVWHG GRPWBHG\ FHUDRQ MRII MMKRH VXXIEWA
VXEVLGLDULHV

3ULRU WR WKH FRPBHOHWUR® X WRDVERR| GLUHFWRUV ZLOO XQGHUWDNH D UHYLHZ RI LW’
LQGHSHQGHQFH RI MADAKHG LXSHEW RQIRUPDWLRQ UHTXHVWHG IURP DQG SURYLGHG E\ HDFK
DQGIIDOLDWLRQV LQFOXGLQJ IDPLO\ UHODWLRQVKLSYV ZH H[SHFW WKBPWORXY RBPMUG RI Gl
'U .ROFKLQW/N\QJHWODGGHQ RUOHY UHSUHVHQWLQJ VL[ RI RXU VHYHQ GLUHFWRUV KDV D
H[HUFLVH Rl LQGHSHQGHQW MXGJPHQW LQ FDUU\LQJ RXW WKH UHVSRQVLELOLWLHV RI D |
GHILQHG XQGHU 1$6HD UXPMYSHFW WKDW RXU ERDUG RI GtRMFQ R UNVOHNO D QEHIEHIDP LAKHR \&
PHPEHUV RI RXU DXGLW FRPPLWW H HHUSRQ +TRIPS\OHRE DR QO RIGWR IMURR ZLOO EH PHPEHUV RI
FRPSHQVDWLRQ FRPPLWWHH XSRQ LKRP DURIVARIQY ENWGKE WQRD QIGO'MYV ZKR ZLOO EH PHPEHU"
DQG FRUSRUDWH JRYHUQDQFH FRPPLWWHHQXSR/@ WRY S OMKH RQGHSMIQOHRFH VWDQGDUGYV
DSSOLFDEOH 6HFXULWLHV DQG ([FKDQJH &RPPRFVQRMQUI® HY6'$DRKKBHYZKRP ZLOO VHUYH
DXGLW FRPPLWWHH XSRQ IHRRROHRDRRQRRV WXD®LRY DV LQGHSHQGHQW XQGHU WKH DXGLW
E\ WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQQMNXU H $BDSAMOHILHN R BDKB BRENQH ZRRIU'W K
%LRYHQWXUHV LQ OWMIOHHV¥DVFRQ@WLQXHY WR RZQ PRUH WKDQ WHQ SHUEBQW RNVRRK HDSDWI
H[HPSWLRQV LQ 1$6'$4RPOQHRUCWOHY DV DSSOLFDEOH ZRXOG EH SHUPLWWHG WR FRQWL
RQH \HDU IROORZLQJ WKH FRIQWIX®P DWR® RIHVIKQMBPDWLRQ VHH WKH VHFWLRQ WLWOH(
SURVSHFWXV ,Q PDNLQJ WKHVH GHWHUPLQDWLRQV RXU ERDUG Rl GLUHFWRUV FRQVLGF
DOO RWKHU IDFWV DQG FLUFXPVWDQFHV RXU ERDUG Rl GLUHFWRUV GHHPHG UHOHYDQW I
RXU FDSLWDO VWRFN E\ HDFK QRQ HPSOR\HH GLUHFWRU

Board Diversity

8SRQ FRPSOHWLRQ RI RNMUL@IL WD QR MIPWVRIQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLWW
RI GLUHFWRUV RQ DQ DQQ@XDO EDVLVY WKH DSSURSULDWH FKDUDFWHULVWLFVY VNLOOV D
LQGLYLGXDO PHPEHUV ,Q HYDOXDWLQJ WKH VXLWDELOLW\ RI LQGLYLGXDO FDQGLGDWHYV
FRUSRUDWH JRYHUQDQFH FRPPLWWHH LQ UHFRPPHQGLQJ FDQGLGDWHYV IRU HOHFWLRQ |
DSSRLOWLQJ VXFK FDQGLGDWHY ZLOO WDNH LQWR DFFRXQW PDQ\ IDFWRUV LQFOXGLQJ

n  GLYHUVLW\ RI SHUVRQDO DQG SURIHVVLRQDO EDFNJURXQG SHUVSHFWLYH DQG H[S

n  SHUVRQDO DQG SURIHMWKRED D RGWHIQX MAX

n H[SHULHQFH LQ FRUSRUDWH PDQDJHPHQW RSHUDWLRMWY RW INRBFMAR R B XFXKEDV A U
DQG D JHQHUDO XQGHUVWDQGLQJ RI PDUNHWLQJ ILQDQFH DQG RWKHU HOHPHQWYV
EXVLQHVV HQYLURQPHQW

n H[SHULHQFH UHOHYDQW WR RXU LQGXVWU\ DQG ZLWK UHOHYDQW VRFLDO SROLF\ F

n H[SHULHQFH DV D ERDUG PHPLEHHW RU B QHRAXKHLY IS REOLFO\ KHOG FRPSDQ\

n UHOHYDQW DFDGHPLF H[SHUWLVH RU RWKHU SURILFLHQF\ LQ DQ DUHD RI RXU RSHL

n  SUDFWLFDO DQG PDWXUH EXVLQHVV MXGJPHQW LQFOXGLQJ DELOLW\ WR PDNH LQG

n  SURPRWLRQ RI D GLYHUVLW\ RI EXVLQHVV RU FDUHHU H[SHULHQFH UHOHYDQW WR I

n DQ\ RWKHU UHOHYDQW TXDOLILFDWLRQV DWWULEXWHY RU VNLOOV

EXUUHRWO\ERDUG RI GLUHFWRUYVY HYDOXDWHY DQG IROORULQJ YWMKHO FRYGZOXDIWL R QHMIF K XLLC
WKH ERDUG RI GLUHFWRUVY DV D ZKROH ZLWK WKH REMHFWLYH RI DVVHPEOLQJ D JURXS \
VWRFNKROGHU LQWHUHVWYV WKURXJK WKH H[HUFLVH RI VRXQG MXGJPHQW XVLQJ LWV GLY
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Board Committees

2XU ERDUG RI GLUHFWRUV KDV HVWDEOLVKHG WKH FRPPLWWHHY GHVFULEHG EHORZ DQG
FRPPLWWHHY ZLOO EH DYDLODEOH RQ RXU ZHEVLWH RQFH RXU FRPSDQ\ LV SXEOLF
$XGLW FRPPLWWHH

8SRQ FRPSOHWLRQLIRIIWRKY RIXGLW FRPPLWWHH-ERDQ B®DGRAHSY DWGHCO'HBM+'RBDQ ZLOO VHUY
FKDLUSHUVRQ RI WHKHH{RBPAFWVWHKMHW :RXU ERDUG RI GLUHFWRUV ZLOO GHWHUPLQH WKDW F
DXGLW FRPPLWWHH SXUSRVHY DV WKDW WHUP LV GHILQHG LQ WKH DSSOLFDEOH UXOHV R
ODUNHM/DOVR H[SHFW WKDW RXU ERDUG R+ ROJH PW R DIXGOQ VE FRIPFQMWWWHHJ ILQDQFLDO H
DSSOLFDEOH UXOHV RI WKH 6HFXULWLHY DQG ([FKODQHY SREPLENOQRWLHKH DXG LW FGRPEH W

n DSSRLQWLQJ DSSURYLQJ WKH FRPSHQVDWLRQ RI DQG DVVHVVLQJ WKH LQGHSHQGF

n SUH DSSURYLQJ DXGLWLQJ DQG SHUPLVVLEOH QRQ DXGLW VHUYLFHV DQG WKH WH
SXEOLF DFFRXQWLQJ ILUP

n UHYLHZLQJ DQQXDOO\ D UHSRUW E\ WKH LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFR
ILWLQWHUQDO TXDOLW\ FRQWURO SURFHGXUHV DQG YDULRXV LVVXHV UHODWLQJ"

n UHYLHZLQJ DQG GLVFXVVLQJ ZLWK PDQDJHPHQW DQG WKH LOGHSHQGHQW UHJLVWH
VWDWHPHQWY DQG UHODWHG GLVFORVXUHYV

n FRRUGLQDWLQJ WKH RYHUVLJKW DQG UHYLHZLQJ WKH DGHTXDF\ RI RXU LQWHUQDO
LOQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP

n HVWDEOLVKLQJ SROLFLHVY DQG SURFHGXUHV IRU WKH UHFHLSW DQG UHWHQWLRQ R
DQRQ\PRXV PHFKDQLVP IRU WKH VXEPLVVLRQ RI FRQFHUQV E\ HPSOR\HHV

n SHULRGLFDOO\ UHYLHZLQJ OHJDO FRPSOLDQFH PDWWHUV LQFOXGLQJ DQ\ VHFXULV
RWKHU ILQDQFLDO ULVNV RU H[SRVXUHV WR RXU FRPSDQ\ DQG UHYLHZLQJ DQG LI
DQ\ UHODWHG SDUW\ DV GHVFULEHG LQ ,WHP RI 5 HIXODWLRQ 6 . SURPXOJDWHG

n HVWDEOLVKLQJ SROLFLHV IRU WKH KLULQJ RI HPSOR\HHVY DQG IRUPHU HPSOR\HHV

n UHYLHZLQJ WKH DXGLW FRPPLWWHH UHSRUW UHTXLUHG E\ 6HFXULWLHYV DQG ([FKDC
VWDWHPHQW

7KH DXGLW FRPPLWWHH ZLOO KDYH WKH SRZHU WR LQYHVWLJDWH DQ\ PDWWHU EURXJKW
UHWDLQ FRXQVHO DQG DGYLVRUV WR IXOILOO LWV UHVSRQVLELOLWLHY DQG GXWLHV
&RPSHQVDWLRQ FRPPLWWHH

8SRQ FRPSOHWLRQLIRIIWREKY RRPSHQVDWLRQ FRPPLWWDBGDAN+GRB DEH FREB QY LNBI€DRID'N ZLO O
WKH FKDLUSHUVRQ RIMWKHSHR®PPWWBMW]HR XU ERDUG RI GLUHFWRUYV ZLOO GHWHUPLQH WKDYV
LQGHSHQGHQW GLUHFWRU IRU FRPSHQVDWLRQ FRPPLWWHH SXUSRKH W $6V$W KD WEW B UD UW
QRQ HPSOR\HH GLUHFWRU ZLWKLQ WKH PHDQLQJ RI 5XOH E G SURPXOJDWHG XQGH

PHDQLQJ RI 6HFWLRQ P RI WKH ,QWHUQDO 5HYHQXH &RGH VDV H/PSHREOG/HEL @KW LARP SHQE
WKLQJV

n DQQXDOO\ UHYLHZLQJ DQG DSSURYLQJ FRUSRUDWH JRDOV DQG REMHFWILYHW UHOH

n DQQXDOO\ HYDOXDWLQJ WKH SHUIRUPOFMRHLRI RXIK WKRHV XEKFXRUSRURWH JRDOV D(
FRPSHQVDWLRQ RI RXUIERHKWI H[HFXWLYH RI

n  DQQXDOO\ UHYLHZLQJ DQG DSSURYLQJ WKH FRREHQVDWLRQ RI RXU RWKHU H[HFXW
n  DQQXDOO\ UHYLHZLQJ RXU FRPSHQVDWLRQ ZHOIDUH EHQHILW DQG SHQVLRQ SODC
n  UHYLHZLQJ DQG PDNLQJ UHFRPPHQGDWLRQV WR WKH ERDUG RI GLUHFWRUV ZLWK U
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n UHYLHZLQJ IRU LQFOXVLRQ LQ RXU SURN WKNBWRPBRQYVOWHRMHFEFRPWLWWBR\UHTXLU
&RPPLVVLRQ

7KH FRPSHQVDWLRQ FRPPLWWHH ZLOO KDYH WKH SRZHU WR LQYHVWLJDWH DQ\ PDWWHU
DXWKRULW\ WR UHWDLQ FRXQVHO DQG DGYLVRUV WR IXOILOO LWV UHVSRQVLELOLWLHV D
1RPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLWWHH

8SRQ FRPSOHWLRQLRIIJWEHVZROO KDYH D QRPLQDWLQJ DQG FRUSRUDWHR ORKHQQENGFGHRREP
'U OLOHV.ROFKLQVN\ ZLOO VHUYH DV WKH FK BLK[SHUFWR @ KD W RN IF ERPIWBWRHHG LUHFWRUV Z
FRPPLWWHH PHPEHUV LV DQ LQGHSHQGHQW GLUHFWRU IRU QRPLQDWLQJ DQG FRUSRUDWI
DSSOLFDEOH UXOHV RI 7KH 1$6'$4 *OREDO ODUNHW 7KH QRPLYDWL\QSIRIY G EAFOU S\RLUIHD/WZH. O |
WKLQJV

n GHYHORSLQJ DQG UHFRPPHQGLQJ WR WKH ERDUG RI GLUHFWRUV FULWHULD IRU PH

n LGHQWLI\LQJ LQGLYLGXDOV TXDOLILHG WR EHFRPH PHPEHUV RI WKH ERDUG RI GLU|

n UHFRPPHQGLQJ WR WKH ERDUG RI GLUHFWRUV WKH SHUVRQV WR EH QRPLQDWHG Ik
GLUHFWRUYV

n DQQXDOO\ UHYLHZLQJ RXU FRUSRUDWH JRYHUQDQFH JXLGHOLQHV DQG

n PRQLWRULQJ DQG HYDOXDWLQJ WKH SHUIRUPDQFH RI WKH ERDUG RI GLUHFWRUV D
DQGIHFWLYHQHVV

7KH QRPLQDWLQJ DQG FRUSRUDWH JRYHUQDQFH FRPPLWWHH ZLOO KDYH WKH SRZHU WR |
GXWLHVY DQG ZLOO KDYH WKH DXWKRULW\ WR UHWDLQ FRXQVHO DQG DGYLVRUV WR IXOIL!

Risk Assessment and Compensation Practices

2XU PDQDJHPHQW DVVHVVHG DQG GLVFXVVHG ZLWK RXU FRPSHQVDWLRQ FRPPLWWHH RXL
UHODWH WR RXU ULVN PDQDJHPHQW DQG EDVHG XSRQ WKLV DVVHVVPHQW ZH EHOLHYH !
UHDVRQDEO\ OLNHO\ WR KD Y H FIW PROQV X U LLBO WDKGHY HXOW X{UHHI

2XU HPSOR\HHV EDVH VDODULHYV DUH IL[HG LQ DPRXQW DQG WKXV ZH GR QRW EHOLHYH V
FDVK ERQXVHV IRFXV RQ DFKLHYHPHQW RI VKRUW WHUP RU DQQXDO JRDOV ZKLFK PD\ HC
ORQJ WHUP UHVXOWYVY ZH EHOLHYH WKDW RXU FRPSHQVDWLRQ SROLFLHY KHOS PLWLJDWI
UHSUHVHQWLQJ D VPDOO SRUWLRQ RI WKH WRWDO FRPSHQVDBWICR/(R FEEFHRHW K QUL KMDWVREYD
FDVK ERQXVHY DSSURSULDWHO\ EDODQFH ULVN DQG WKH GHVLUH WR IRFXV RXU HPSOR\H
HQFRXUDJH XQQHFHVVDU\ RU H[FHVVLYH ULVN WDNLQJ

$ VLIQLILFDQW SURSRUWLRQ RI WKH FRPSHQVDWLRQ SURYLGHG WR RXU HPSOR\HHV LV L
LPSRUWDQW WR KHOS IXUWKHU DOLJQ RXU HPSOR\HHM GR)WRWHEMOL B YW KWWK R R/VW KRH VRIXH ™
HQFRXUDJH XQQHFHVVDU\ RU H[FHVVLYH ULVN WDNLQJ EHFDXVH WKHLU XOWLPDWH YDOX

Compensation Committee Interlocks and Insider Participation

'XULQJ WKH ILVFDO \HDU HQGHG 'HFHPEHU RRP DU MR @ HHYRD @G @QHQK U BRH G' DV P
FRPSHQVDWLRQ FRPPLWWHH RI RXU ERDUG RI GLRIHKW R BH HIR VW FIXQS MULPRQ EXF HF RU IRHIQW
HPSOR\HHV 1RQH RI RILEHUMFOWILHQ RIO\ VHUYHV RU KDV VHUYHG GXULQJ WKH ODVW FR
GLUHFWRUV RU FRPSHQVDWLRQ FRPPLWWHH RI DQ\ RW K H Ul HRHUMW HUKD W JKDV R P KPEBHR G
GLUHFWRUV RU FRPSHQVDWLRQ FRPPLWWHH
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Code of Business Conduct and Ethics

%HIRUH WKH FRPSOHWL®D RHWRMHRIG WR DGRSW D FRGH RI EXVLQHVV FRQGXFWI|DRHI W
GLUHFWRUV LQFIQRBUQJUWKBRBWIEOH IRU ILQDQFLDO UHSRUWLQLQ )R®W& R ZARG HWKIHEKR/R §
HWKLFV ZLOO EH DYDLODEOK RRHERD HERPYHAM WWDA DQ\ DPHQGPHQWY WR WKH FRGH RI
EH GLVFORVHG RQ RXU ZHEVLWH

Limitation of Liability and Indemnification

$V SHUPLWWHG E\ WKH '"HODZDUH *BQ HDPHOQ GRGSRHODWMWRHR DO WR DGRSW SURYLVLRQV LQ ¥
EH LOHRAW DW WKH FRPSEBHWQR @ RD W IOLL\WW RW RU HOLPLQDWH WKH SHUVRD DX OH BPW ROLXM\OR
SHUVRQDOO\ OLDEOH WR XV RU RXU VWRFNKROGHUV IRU PRQHWMHJF KW DRHVOIIRLE EO HW F K

n DQ\ EUHDFK RI WKGEHXGLWURHFVRRIDOW\ WR XV RU RXU VWRFNKROGHUV

n DQ\ DFW RU RPLVVLRQ QRW LQ JRRG IDLWK RU WKDW LQYROYHVY LOQWHQWLRQDO PL\
n DQ\ XQODZIXO SD\PHQWY UHODWHG WR GLYLGHQGYV RU XQODZIXO VWRFN UHSXUFKD
n DQ\ WUDQVDFWLRQ IURP ZKLFK WKH GLUHFWRU GHULYHG DQ LPSURSHU SHUVRQDO

7TKHVH OLPLWDWLRQV RI OLDELOLW\ GR QRW DOWHU GLUHFWRU OHPW LMDKMW DX Q GO D EW & HW8\
UHPHGLHV VXFK DV DQ LQMXQFWLRQ RU UHVFLVVLRQ

,Q DGGLWLRQ RXU E\ODZV SURYLGH WKDW

n ZH ZLOO LQGHPQLI\ RO¥WH GV WHARN DWW WRKIH GLVFUHWLRQ RI RXU ERDUG RI GLUHFWRU
SHUPLWWHG E\ WKH '"HODZDUH *HODWHDPE GRHUGRDQ®WLRQ /DZ

n ZH ZLOO DGYDQFH H[SHQVHV LQFOXGLQJ DWWRUQHWW MHVG WIRURVOL G LHASFONWRRH M VD
SURFHHGLQJY VXEMHFW WR OLPLWHG H[FHSWLRQV

,Q FRQQHFWLROQHDILWK WKLYLRIO HQWHU LQWR LQGHPQLILFDWLRQLFHWUWHP @ G VB ZH PVK RHUDVF |
ZLOO SURYLGH WKDW ZH ZLOO LQ G HFF®LUYV HIRK GRU URHMEW R [HF YWRLWK FRIXOOHVW H[WHQW SH
LQGHPQLWHH LQ FRQQHFWLRQ ZLWK DQ\ SURFHHGLQJ LQ ZKLFK LQGHPQLILFDWLRQ LV DY

B3ULRU WR WKH FRPBHOHWURQ@HRHWKIFWRWR REWDLQ JHQHUDO OLDELOLW\ LQVXUD QRH MKD"
DULVLQJ RXW RI FODLPV EDVHG RQ DFWV RU RPLVVLROQWVLQ Q\FCHGL QD SDLIAOBNICHWDNVGX QB8
DPHQGHG G6HFXULWLHV $FW ,QVRIDU DV LQGHPQLILFDWLRQ IRU OLDELOLWLHM PHUYV LRQU
FROQWUROOLQJ WKH UHJLVWUDQW SXUVXDQW WR WKH IRUHJRLQJ SURYLVLRQV ZH KDYH E
&RPPLVVLRQ VXFK LQGHPQLILFDWLRQ LV DJDLQVW SXEOLF SROLF\ DV H[SUHVVHG LQ WKH

7KH DERYH SURYLVLRQV PD\ GLVFRXUDJH VWRFNKROGHUV IURP EULQJLQJ D O DZWX ISW RDYJIC
PD\ DOVR KDYHHFWKRH HHGXFLQJ WKH OLNHOLKRRG RI GHULMIFWUYH EOYAMQ MDKRORIK ¥XIFIKQ N @/
PLIKW RWKHUZLVH EHQHILW XV DQG RXU VWRFNKREBWWY HQXW W RN EHRRIG GHIY R W K D KR '@ & |
FRVWY RI VHWWOHPHQW DQG GDPDJH OEZPHGY XDV RN YWC WRHWWRUN DQGHEPIQI H ¥B WWKRDQNV S
SURYLVLRQV WKH LQGHPQLILFDWLRQ DJUHHPHQWY DQG WKH LQVXUDQFH DUH QHFHI\.¥BU

$W SUHVHQW WKHUH LV QR SHQGLQJ OLWLJDWLRQ RULFHRNHHIGHOH LQBEROYLAFDQYLRQ RA
:H DUH QRW DZDUH RI DQ\ WKUHDWHQHG OLWLJDWLRQ RU SURFHHGLQJV WKDW PLJKW UH
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EXECUTIVE AND DIRECTOR COMPENSATION

Director Compensation Table—Year Ended December 31, 2012

7KH IROORZLQJ WDEOH SUHVHQWYV LQIRUPDWLRQ UHJDUGLQJ WKH FRPSHQVDWLRQ SDLG L
E\ XV RU DQ\ RI RXU VXEVLGLDULHVY RXU QRQ HPSOR\HH)GPEHRW RK VZ KRKIHV FIR®\S R (R\KLMHALKR

SUHVHQWHG EHORZ XQGHU ([HFXWLYH &RPSHQVDWLRQDPEGRXKK U\H QBRWHHEQM[IS\® O B 6 WRRL
FRPSHQVDWLRQ IRU KLV VHUYLFH DV D GLUHFWRU

FEES

EARNED OR

PAID IN OPTION ALL OTHER

CASH AWARDS (1 COMPENSATION TOTAL
NAME ($) ($) ($) (%)

%ULDQ . +DODN 3K '
BWHSKHQIPDORIO ' 3K '
-DPHV & -HQVHQ 3K
3HWHU .ROFLQVN\
'"HQQLV /DQJHU- *
-RQDWKDQ ODEFKXLWW\
'DYLG 0 ODGGHQ

3XUVXDQW WR DSSOLFDEOH 6HFXULWLHY DQG ([FKDQJH &RPPLVYDRG W XPRIVX PK R | DPIRX QWD\E @ H DRERW H QU HQOW RW V
RSWLRQ DZDUGV JUDQWHG WR RXU QRQ HPSOR\HH GLUHFWRUV GXULQJ 7KHVH YDOXHV KDYH EHHQ GHWHUPLC(
RXU ILQDQFLDO VWDWHPHQWY )RU D GLVFXVVLRQ RI WKH DVVXPSWLRQV DQG PHWKRGRORJLHV XVHG WR FDOFXC
LQ 1RWH &RPPRQ 6WRFN DQG 6WRFN 2SWLRQ 30DQ WR RXU ILQDQFLDO VWDWHPHQWY IRU WKH \HDU HQGHG 'H
‘U /DQJHU KHOG RXWVWDQGLQJ RSWLRQV WR SXUFKDVH DG G HKRUHORBI FRXWVMRPE R IQQV VRSN RQ'G WBR SXUFKDVH
FDVH DIWHUHAW MR WIKH UHMHAUG BASOW VR G X O\ 2WKHU WKDQ WKHVH RSWLRQV QRQH RI RXU QRQ HPSOF
DZDUGV RQ WKDW GDWH

Director Compensation

SBULRU WRHWIKKQY RH GLG QRW KDYH D IRUPDO SROLF\ IRU FRPSHQV BRI Bl RSXAWR QHRHQ GALRSHIFRA
DILOLDWHG ZLWK DQ\ RI RXU PDMRU VWRFNKROGHUYV PD\ UHFHLYH VWRFN RSWLRQV DQG I
DV GHWHUPLQHG E\ RXU ERDWOG/ RIUVGLPEXKWRHWRQ HPSOR\HH GLUHFWRUV IRU WUDYHO HJ:
GLUHFWRUV ,Q DGGLWLRQHUZ O HQYWHUNHECHIWRV RY RKDLUPDQ RI RXU ERDUG RI GLUHFWRL
UHFHLYH DQ DQQXDO FDVK UHWDLQHU RI D Q G RAH KH. ¢ VWHHUIHA® AGCHMARMBID R@IMBWRU) HEU XD U
SURYLGHV IRU KLP WR UHFHLYH DQ DQQXDO FDVK UHWDLQHU RI IRU KLV VHUYLFH D’

,Q ZH HQWHUHG LQWR D WUDQVH@VYRQ RMHHARHAWQAMKDQG IIREAME 5KRIIL 8 FH FRKW WY
KLV GXWLHV WR D QH ZI ERKHAKIHHDH B XW P ¥B WR 1S URNL\GHEB WRUFRIQWLQXH WR VHUYH DV D PHPE
WR UHFHLYH DQ DQQXDO UHWDLQHU RI ,Q -X0\ ZH HQWHUHG LQWRQN/GI @ PHR B A k
VFLHQWLILF DGYLVRU\ ERDUG DV ZHOO DV RXU ER D U@ RWHILQPDEDVR U Y WD @HHW W K R LA G
QRW WR WHUPLQDWH KLV VHUYLFH RQ WKH VFLHQWLILF DGYLVRU\ ERDUG DW DQ\ WLPH S

:H H[SHFW WR DGRSW D QHZ FRPSHQVDWLRQ SURJUDP IRU RXU QRQ HPSBRBLQH B UHYHFAWLRL
FRQVLGHULQJ WKH GHVLJQ RI WKLV SURJUDP DQG H[SHFW WR UHWDLQ DQ LQGHSHQGHQW
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Executive Compensation
2YHUYLHZ

2XU H[HFXWLYH FRPSHQVDWLRQ SURJUDP LV EDVHG RIQGMHWDAJRG BKU IR [HFDXQWAH I3 KALROPRSVHR,
DFKLHYH WKH IROORZLQJ SULPDU\ REMHFWLYHYV

n SURYLGH FRPSHQVDWLRQ DQG EHQHILW OHYHOV WKDW ZLOO DWWUDFW UHWDLQ P
RI UHVSRQVLEOH FRVW PDQDJHPHQW DQG
n HVWDEOLVK D GLUHFW OLQN EHWZHHQ RXU LQGLYLGXDO WHDP SHUIRUPDQFH DQG

n DOLJQ WKH LQWHUHVWY DQG REMHFWLYHV RI RXU H[HFXWLYHV ZLWK WKRVH RI RXL
FUHDWLRQ

&RPSHQVDWLRQ IRU RMAHHVHEXWRPB WIRIVHG SULPDULO\ RI WKH IROORZLQJ WKUHH PDLQ FF

n  %DVH 6D@DWH VDODULHYV DUH GHWHUPLQHG RQ D FDVH E\ FDVH EDVLV IRULABBK H]
H[SHULHQFH H[SHUWLVH DQG SHUIRUPDQFH DV ZHOO DV PDUNHW FRPSHQVDWLRQ
n $QQXDO &DVK ,QFHQWQOQKD(REOMVKVLQFHQWLYH ERQXVHV DUH FRQWLQJHQW XSRQ R
ILQDQFLDO REMHFWLYHV ZKLFK IRU FRQVLVWHG SULPDULO\ RI WBVBBWFKRRQAE |
H[SUHVVHG DV D SHUFHQW N JEDR/HWKH BIN DXAQMGLYBWHQGHG WR EH FRPPRAQLWKXIUFOQW B
UHVSRQVLPUOHWLERQXVHV IRU WKH H[HFXWLYHV UDQJHG IURP WR SHUFHQW RI
n /RQJ WHUP (TXLW\:HQEHQWHYHWTXLW\ DZDUGV LQ WKH IRUP Rl RSWLRQV WR SXUFK
LQFHQWLYH IRU RXU H[HFXWLYHV WR IRFXV RQ GULYLQJ JURZWK LQ RXU VWRFN SU
NH\ WDOHQW ,Q DGGLWLRQ WKH JUDQWLQJ RI RSWLRQV KHESV BDQWXNGILWXDEG AN Mt
VWRFNKROGHUV DV WKH RSWLRQV RQO\ KD Y\H WDRKN LLQ FAUKHD Y B D YOHWRH UV W K H. B D S\CHD

2XU HIHFXWEMHWDUH HOQWLWOHG WR FHUWHBPQ GERA@ H QLW W HIUWIKGIDAfH¥Z XWLFHUWDLQ FLUF:
RFFXUN DOVR PD\ SURYLGH RXU H[HFXWLYHV ZLWK UHORFDWLRQ KRXVLQJRUSRWXHW FHR
RXU H[HFAWAHWVRALWK D WD[ JURVV XS SD\PHQW RQ DQ\ VHYHUDQFH RU FKDQJH RI FRQWI
SD\PHQWY RQ UHORFDWLRQ DQG RWKHU EHQHILWYV

2XU ERDUG RI GLUHFWRUV UHMUHRV B®G FRIPASHHOQ WIKWVYRR] FRPPLWWHH HRUYOUDKDYOLHRPBKQ
SDFNDJHV RQ DQ DQQXDO EDVLV RU PRUH IUHTXHQWO\ DV LW GHHPV DSSURSULDWH )URF
DV ZH FRQVLGHU DSSURSULDWH WR KHOS LGHQWLI\ DSSURSULDWH SHHU JURXS FRPSDQLI
:H GLG QRW UHWDLQ FRPSHQVDWLRQ FRQVXOWDQWY LQ GHVLJQLQJ RXU H[HEX WIS HFMR W
FRPSHQVDWLRQ FRPPLWWHH ZLOO UHWDLQ LQGHSHQGHQW FRPBIHQVDWLRQ FRQVXOWDQW
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Summary Compensation Table

7KH IROORZLQJ WDEOH SURYLGHYV D VXPPDU\ RI FRPSHIQ¥BW LIRPG SOAL G WRR RRXW KHUWL @ RV S\D K
HIHFXWILYHRBY IRU WKH \HDU HQGHG '"HFHPBMWKH QD P H G RIQOHMFHRMWLYYHH B\

Summary Compensation Table—Year Ended December 31, 2012

NON-EQUITY

BASE STOCK OPTION  INCENTIVE PLAN ALL OTHER
FISCAL  SALARY  BONUS AWARDS AWARDS  COMPENSATION  COMPENSATION TOTAL
NAME AND PRINCIPAL POSITION YEAR ($) @ ($) (OIS %@ ()@ ($)

"RXJODV )DPEURXJK 3K
&KLHI ([HFXIWWEMH 21

%RE ' %URZQ 3K
&KLHI 6 FLHIQWHAHR 2R U
9LFH B3UHVLGHQW

-DPHV % LVVPDQ
&KLHI %XVUQHWNY 2]

3XUVXDQW WR DSSOLFDEOH 6HFXULWLHY DQG ([FKDQJH &RPPLVYDR@ W XPORHY/X PAK R | DIPIREX QWD\E @ H DREIRW H QU HQOW RW V
RSWLRQ DZDUGV JUDQWHG WRLEXWW GXMWGEGCH[HFXWIQ¥GI RR QRW UHIOHFW WKH DFWXDO DPRXQWY HDUQHG 7KHVH "
FDOFXODWH WKH YDOXH RI HTXLW\ DZDUGV IRU SXUSRVHV RI RXU ILQDQFLDO VWDWHPHQWY )RU D GLVFXVVLRQ
SOHDVH VHH WKH GLVFXVVLRQ RI RSWLRQ DZDUGV FRQWDLQHG LQ 1RWH &RPPRQ 6WRFN DQG 6WRFN 2SWLRQ ¢
HOVHZKHUH LQ WKLV SURVSHFWXV

7KHVH DPRXQWY LQFOXGH SD\PHQWY XQGHU RXU DQQXDO LQFHQWLYH ERQXV SODQ ZKLFK LV EDVHG RQ RXU SHL
FRPSHQVDWLRQ FRPPLWWHH %DVHG RQ RXU RYHUDOO SHUIRUPDQFH DJDLENWVWKH BHZIRUGBG FHRREMHY VDWW HVS
OHYHOV IRU

7KH DPRXQWV UHSRUWHG LQ WKLV FROXPQ FRQVLVW RI PDWFEEBDRX®RQ W QGEUVRRQV ZN PIIEHW R VHDIRE Qf DHEGLUY
:HLVVPDQ SD\PHQW E\ XV RI FHUWDLQ WHPSRUDU\ KRXVLQJ DQG UHORFDWLRQ H[SHQVHV DQG UHLPEXUVHPHQW

Employment Agreements
'RXJODV )DPEURXJK

,Q 0D\ ZH HQWHUHG LQWR DQ HPSOR\PPRWRRJIK MHP NQWYHL 'K RXKU SUHVLIGHHQW DQG FI
‘U )DPEURXBHR SOR\PHQW ZLWK WKH &RPSDQ\ LV DW ZLOO DQG WKH DJUHHPHQW GRHV Q
'U )DPEURXJK UHFHLYH DQ DQQXWQDEDOAHHYIWDEWLVKHG DW DQG WKDW KH LV HOLJI
ERQXV EHLQJ SHUFHQW RKHKLERBLGHRDBOLMWHFWRUYV ZLOO GHWHUPLQH KLV DFWXDO ERQ
DQG LQGLYLGXDO SHUIRUPD®HHDGYMHHR® B QWKH OWRYBBRYRGBHK WRUSDUWLFLSDWH LQ WKH R:
DYDLODEOH WR VHQLRU H[HFXWLYHV RI WKH &RPSDQ\ JHQHUDOO\

8QGHU )DPEURXDKUHHPHQW LI KLV HPSOR\PHQW LV WHUPLQDWHG E\ WKH &RPSDQ\ ZLWKEF
GHILQHG LQ WKH DJUHHPHQW KH ZLOO EH HQWLWOHG WR UHFHLY HJ R DFEXWHWHHPBIDAOW R [HKT
SUHPLXPV IRU XS WR PRQWKY DQG D SURUDWHG SD\PHQW RI KLV WDUJHW ERQXV IRU W
‘U )DPEURXBHRP SOR\PHQW RFFXUV ZLWKLQ RQH \HDU DIWHU D FKDQJH LQ FRQWURO RI WKH
HOQWLWOHG WR IXOO DFFHOHUDWLRQ RI KLV VWRFN R®WER X IKHWUKWMVWWR SKHBN XD W K\NHR/ M/ P
VXEMHFW WR KLV SURYLGLQJ D UHOHDVH RI FODLPV LQ IDYRU RI WKH &RPSDQ\
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%RE ' %URZQ
,Q 0D\ ZH HQWHUHG LQWR DQ HPSORYRIRZW WRIMHBMB VD \Z IRXK "WHQLRU Y L% biRZGHP\SLOGRH
ZLWK WKH &RPSDQ\ LV DW ZLOO DQG WKH DJUHHPHQW GRHV QRW LQPOXREHQDUWS HE IYIH. HX
VDODIWQLWLDOO\ HYWDEOLVKHG DW DQG WKDW KH LV HOLJLEOH IRU DQ DQQXDO LQ
VDODMKH ERDUG RI GLUHFWRUV ZLOO GHWHUPLQH KLV DFWXDO ERQXV DPRXQW EDVHG RQ
\HDWKH DJUHHPHQW DOVR%SWRYQ R SRUWUFLSDWH LQ RXU EHQHILW SURJUDPV PDGH DYI
JHQHUDOO\

8QGHU WWRZQIJUHHPHQW LI KLV HPSOR\PHQW LV WHUPLQDWHG E\ WKH &RPSDQ\ ZLWKRXW
GHILQHG LQ WKH DJUHHPHQW KH ZLOO EH HQWLWOHG WR UHFHLYH FDVK VHYHUDQFH HT
SUHPLXPV IRU XS WR VL[ PRQWKYV | I19%9/XWKEDP SOHRUPHQ DWRRERX BY 'DLWKLQ RQH \HDU DIWHU L
DV GHILQHG LQ WKH DJUHHPHQW KLV FDVK VHYHUDQFH ZRXOG EH HTXDO WR WZHOYH P
'U URZQLIKW WR UHFHLYH WKHVH VHYHUDQFH EHQHILWY LV VXEMHFW WR KLV SURYLGLC(

-DPHV %HLVVPDQ

,Q 'HFHPEHU ZH HQWHUHG LQWR DQ HP SGIR\WPHDQ DR N H RN G WD 7 LRAKKFAIKLLE H L EXR/DQ H V V
HPSOR\PHQW ZLWK WKH &RPSDQ\ LV DW ZLOO DQG WKH DJUHHPHQW GRHV QRW LL\QFRIDXB
UHFHLYH DQ DQQXDIOQE VB Y@OMWWDEOLVKHG DW DQG WKDW KH LV HOLJLEOH IRU
SHUFHQW RI KLV EXOH/ERMW® BN GLUHFWRUV ZLOO GHWHUPLQH KLV DFWXDO ERQXV DPRXQ
SHUIRUPDQFH GXULZRH WKHHHMHQW DOVR:BURYRBE WIRSDWWLFLSDWH LQ RXU EHQHILW SU
H[HFXWLYHV Rl WKH &RPSDQ\ JHQHUDOO\

8QGHU HLVVPRDQIJUHHPHQW LI KLV HPSOR\PHQW LV WHUPLQDWHG E\ WKH &RPSDQ\ ZLWKR
GHILQHG LQ WKH DJUHHPHQW KH ZLOO EH HQWLWOHG WR UHFHLYH FDVK VHYHUDQFH HT
SUHPLXPV IRU XS WR VL[ PRQWKYV ,I:NXVYKRD@PHOMRN\® B WWRRFRXOY ZLWKLQ RQH \HDU DIWH
&RPSDQ\ DV GHILQHG LQ WKH DJUHHPHQW KLV FDVK VHYHUDQFH ZRXOG EH HTXDO WR W
OXPS VXP DQG KH ZRXOG EH HOLJLEOH IRBUHPULPEBPWMHPHQWRI: KEREADIPES KW WR UHFHLY
VHYHUDQFH EHQHILWY LV VXEMHFW WR KLV SURYLGLQJ D UHOHDVH RI FODLPV LQ IDYRU F

7KH QDPHG H[HERWWYHHPISOR\PHQW DJUHHPHQWY DOVR SURYLGH IRU JUDQWV RI VWRFN ¥
2XWVWDQGLZDUTBM WWS$HFHPEHU WDEOH EHORZ DQG WKH IRRWQRWHY WKDW IROO
DJUHHPHQW WKDW LQFOXGHV QRQFRPSHWLWLRQ DQG QRQVROLFLWDWLRQ FRYHRDO@RYF HC]
WKH &RPSDQ\ DQG IRU WZR \HDUV WKHUHDIWHU

Defined Contribution Plan

$V SDUW Rl RXU RYHUDOO FRPSHQVDWLRQ SURJUDP ZH SURYLGH DOOLFXO® WILRWK HPISID R
SDUWLFLSDWH LQ D GHILQHG FRQWULEXWLRQ N SODQ 2XU N SODQ LV LQWHQGHG '
HPSOR\HH FRQWULEXWLRQV DQG LQFRPH HDUQHG RQ VXFK FRQWULEXWLRQV DUH QRW WL
WR SHUFHQW Rl WKHLU HOLJLEOH FRPSHQVDWLRQ QRW WR H[FHHG WKH VWDWXWRULO'
N SODQ 2XU N SODQ DOVR KDV D FDWFK XS FRQWULEXWLRQ IHDWXUH IRU HPSOR
FRPSHQVDWHG HPSOR\HHV ZKR FDQ GHIHU DPRXQWYVY RYHU WKH VWD RXWRLWQ\P§ WRW K6
FRQWULEXWLRQV XQGHU WKH SODQ RI SHWODR JIREXQ@H SHRIFFHHQYW RW DRQHP SOR\HH
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Outstanding Equity Awards at December 31, 2012
7KH IROORZLQJ WDEOH SUHVHQWY LQIRUPDWLRQ UHJDUGLQJ WKH RXWVWDFH&MD W W R FHN\F

LQFOXGLQJ WKH YHVWLQJ GDWHV IRU WKH SRUWLRQV RI WKHVH DZDUGV WKDMFKDWG IC
DQ\ RXWVWDQGLQJ UHVWULFWHG VWRFN RU RWKHU HTXLW\ DZDUGV DV Rl WKDW GDWH

EQUITY INCENTIVE
PLAN AWARDS:

NUMBER OF NUMBER OF NUMBER OF
SECURITIES SECURITIES SECURITIES
UNDERLYING UNDERLYING UNDERLYING
UNEXERCISED  UNEXERCISED UNEXERCISED OPTION
OPTIONS OPTIONS UNEARNED EXERCISE OPTION
GRANT #) #) OPTIONS PRICE EXPIRATION
NAME DATE EXERCISABLE UNEXERCISABLE #) ($) DATE
'RXJODV )DPEURXJK
%WRE ' %URZQ
-DPHV %A LVVPDQ
7KLV RSWLRQ YHVWV DV WR  SHUFHQW RI WKH RSWLRQ RQ 0D\ DV WR DQ DGGLWLRQDO SHUFHQW RI WKI
DV WR WKH UHPDLQLQJ SHUFHQW RI WKH RSWLRQ LQ PRQWKO\ LQVWDOOPHQWYV GXULQJ WKH PRQWK SHULRG
7KLV RSWLRQ YHVWV DV WR  SHUFHQW RI WKH RSWLRQ RQ $XJXVW DV WR DQ DGGLWLRQDO SHUFHQW R/
DQG DV WR WKH UHPDLQLQJ SHUFHQW RI WKH RSWLRQ LQ PRQWKO\ LQVWDOOPHQWY GXULQJ WKH PRQWK SHL
7KLV RSWLRQ YHVWV DV WR  SHUFHQW RI WKH RSWLRQ RQ )HEUXDU\ DQG DV WR WKH UHPDLQLQJ SHUF
7KLV RSWLRQ YHVWV DV WR  SHUFHQW RI WKH RSWLRQ RQ $XJXVW DQG DV WR WKH UHPDLQLQJ SHUFHQ
7KLV RSWLRQ YHVWV DV WR  SHUFHQW RI WKH RSWLRQ RQ -DQXDU\ DQG DV WR WKH UHPDLQLQJ SHUFH(

7KLV RSWLRQ YHVWYV EDVWHG HRDL WIKQU &RRRE BIGXLW\ FDVK IURP QHZ EXVLQHVYV GHYV\ORRSFP-SMWR \B FI\G WY DWU HD/PAIQWY | R

Equity Incentive Plans

$V RI 2FWREHU RXU HPSOR\HHV GLUHFWRUV DQG FRQVXOWDQWY KROG RXWVWDQC
FRPPRQ VWRFN 21 WKHVH RSWLRQV ZHUH JUDQWHG XQGHU RXU (PSOR\HH 'LUHF
DQG ZHUH JUDQWHG XQGHU RXU (PSOR\HH 'LUHFWRU DQG &RQVXOWDQW 6WRFN I

RI WKRVH RSWLRQV KDG YHVWHG DQG WKH EDODQFH ZHUH QRW YHVWHG 7KH H[HUFLVH S
RSWLRQV KDG D PD[LPXP WHUP RI WHQ \HDUV IURP WKH DSSOLFDEOH GDWH RI JUDQW

7KH IROORZLQJ VHFWLRQV SURYLGH PRUH GHWDLOHG LQIRUPDWLRQ FRQFHUQLQJ RXU HT
E\ WKH IXO0 WH[W RI WKH UHOHYDQW SODQ GRFXPHQW DQG RU RSWLRQ DJUHHPHQW ZKL
HIKLELW WR WKH )RUP 6 UHJLVWUDWLRQ VWDWHPHQW RI ZKLFK WKLY SURVSHFWXV LV D
&RPPLVWLRQWHUQHW VLWHPBWRKWWS 272727
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3ULRU SODQV

:H DGRSWHG WKH 30DQ LQ -XO\ DQG VWRFNKR O GHLEREMNSHI®R YWKG W K H3 OO DQL RQ2 FX\
VWRFNKROGHUV DSSURYHG WKH SODQ LQ 2FWREHU 2XU DXWKRULW\ WR JUDQW QHZ D
30DQ 8QGHU HDFK RI WKH 30DQ DQG WKH 30DQ WKH 3ULRU 30DQV ZH DUH JHQH
FRPPRQ VWRFN WR HPSOR\HHV GLUHFWRUV DQG FRQVXOWDQWYV RI XV 2SWLRQV XQGHU \
RI BHFWLRQ RI WKH ,QWHUQDO 5HYHQXH &RGH RU QRQTXDOLILHG VWRFN RSWLRQV $¢C
IURP WKHLU GDWH RI JUDQW 1R QHZ DZDUGV ZLOO EH JUDQWHG XQGHU WKHLQJ 30DQ DI\

2XU ERDUG RI GLUHFWRUV RU D FRPPLWWHH DSSRLQWHG E\ WKH ERDUG DGPLQLVWHUV"
QXPEHU RI VKDUHV VXEMHFW WR RXWVWDQGLQJ DZDUGV XQGHU WKH 3ULRU 30DQV DQG V¥
HYHQW RI FKDQJHV LQ RXU FDSLWDO VWUXFWXUH UHRUJDQL]DWLRQV DQG RWKHU H[WUD
DOQRWKHU HOQOWLWRR@VB®PHHADWURQ RU VDOH RI DOO RU VXEVWDQWLDOO\ DOO RI RXU DVVF
DzDbUGV HLWKHU WR EH DVVXPHG E\ RXU VXFFHVVRU RU WR WHUPLQDWH RQ WKH WUDQVD
SURYLGH IRU WKH DFFHOHUDWHG YHVWLQJ RI WKH DZDUGYV SULRU WR WKHLU WHUPLQDWI

2XU ERDUG Rl GLUHFWRUV PD\ DPHQG RU WHUPLQDWH WKH 3ULRU 30DQV DW DQ\ WLPH H
DIHFW WKH ULJKWV RI D KROGHU RI DQ RXWVRMRIQYVGIQWN IFXBUEUZRW KOO W K H TKALQGHW K D W
UHTXLUHG E\ DSSOLFDEOH ODZ RU DQ\ DSSOLFDEOH OLVWLQJ DJHQF\ RU GHHPHG QHFHVV
VWRFNKROGHUV IRU WKHLU DSSURYDO
3HUIRUPDQFH ,QFHQWLYH 30DQ

:H H[SHFW RXU ERDUG Rl GLUHFWRUV WR DGRSW D 3HUIRUPDQFH ,QFHQWLYIHQ3IOMR SU
DGGLWLRQDO PHDQV WKURXJK WKH JUDQW RI DZDUGYV WR DWWUDFW PRWLYDWH HUBIGAR. q
WR REWDLQ DSSURYDO RI WKLV SODQ IURP RXU VWRFAKNKRQG HUKHSEH ® R ZWRX RVAKIHU F RQ WKPHP

H[SHFW WKH WHUPV Rl WKH SOIR6HALD OGE HH FMSFORA HOHMG RRQVXOWDQWY WKDW SURYLGH V
XQGHU WKH 30DQ

2XU ERDUG RI GLUHFWRUV RU RQH RU PRUH FRPPLWWHHY DSSRLQWHG E\ WKH ERDUG RU
30DQ 7KH DGPLQLVWUDWRU RI WKH SODQ KDV EURDG DXWKRULW\

n WR VHOHFW SDUWLFLSDQWY DQG GHWHUPLQH WKH W\SHV RI DZDUGV WKH\ DUH WR
n WR GHWHUPLQH WKH QXPEHU RI VKDUHV VXEMHFW WR DZDUGVY DQG WKH WHUPV DQ
VKDUHV RU WKH DZDUG DQG WR HVWDEOLVK DQ\ YHVWLQJ FRQGLWLRQV RI VXFK VK

n  WR FDQFHO PRGLI\ RU ZDLYH RXU ULJIGWVFRQWKLQNWS ¥KWSWR GRRUPRBURLQDWH DQ
WR DQ\ UHTXLUHG FRQVHQWYV

n  WR FRQVWUXH DQG LQWHUSUHW WKH WHUPV RI WKH 30DQ DQG DQ\ DJUHHPHQW
n  WR DFFHOHUDWH RU H[WHQG WKH YHVWLQJ RU H[HUFLVDELOLW\ RU H[WHQG WKH W
n VXEMHFW WR WKH RWKHU SURYLVLRQV RI WKH 30DQ WR PDNH FHUWDLQ DGMXV

FROQYHUVLRQ VXEVWLWXWLRQ RU VXFFHVVLRQ RI DQ DZDUG DQG

n WR DOORZ WKH SXUFKDVH SULFH RI DQ DZDUG RU VKDUHV RI RXU FRPPRQ VWRFN W
E\ WKH GHOLYHU\ RI SUHYLRXVO\ RZQHG VKDUHV RI RXU FRPPRQ VWRFN RU E\ D UH
DzbuG E\ VHUYLFHV UHQGHUHG E\ WKH UHFLSLHQW RI WKH DZDUG E\ QRWLFH DQC
DGPLQLVWUDWRU PD\ DXWKRUL]JH RU DQ\ RWKHU IRUP SHUPLWWHG E\ ODZ
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$ WRWDO RI VKDUHV RI RXU FRPPRQ VWRFN ZLOO EH DXWKRUL]JHG IRU LVVXDQFH
ZLOO DXWRPDWLFDOO\ LQFUHDVH RQ WKH ILUVW WUDGLQJ GD\ LQ -DQXDU\ RI HDFK \HDU
QXPEHU RI RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ VWRFN RQ WKH ODVW W WKX®WUHVGEDQ G Q
QXPEHU DV GHWHUPLQHG E\ RXU ERDUG RI GLUHFWRUV $Q\ VKDUHV VXEMHFW WR DZDUG"
FDQFHOHG RU WHUPLQDWHG RU WKDW IDLO WR YHVW DV ZHOO DV VKDUHV XVHG WR SD\"

REOLJDWLRQV ZLOO EHFRPH DYDLODEOH IRU RWKHU DZDUG JUDQWY XQGHU WKH 30D
XQGHU WKH 30DQ DQG WKH IXO0O QXPEHU RI VKDUHV DXWKRUL]JHG XQGHU WKH 30L
$ZDUGV XQGHU WKH 30DQ PD\ EH LQ WKH IRUP RI LQFHQWLYH RU QRQTXDOLILHG VWRF

VWRFN VWRFN XQLWV DQG RWKHU IRUPV $ZDADW B G HQ F\W K 18 LSQIDKD YHKQHAIDUGOM ZLOO QRW
WKH ODZV Rl GHVFHQW DQG GLVWULEXWLRQ H[FHSW WKDW WKH SODQ DGPLQLVWUDWRU

I1RQTXDOLILHG DQG LQFHQWLYH VWRFN RSWLRQV PD\ QRW EH JUDQWHG DW SULFHV EHOR
,QFHQWLYH VWRFN RSWLRQV PXVW KDYH DQ H[HUFLVH SULFH WKDW LV DW OHDVW HTXDO
PDUNHW YDOXH RI RXU FRPPRQ VWRFN RU LQFHQWLYH VWRFN RSWLRQ JUDQWYV WR DQ\ W
RWKHU DZDUGV PD\ DOVR EH LVVXHG VRDUH®Y RUH QHPHUND ORY SBUGURH¥DY¥K RU VKDUHYV F
DGPLQLVWUDWRU PD\ SURYLGH IRU WKH GHIHUUHG SD\PHQW RI DZDUGYV DQG PD\ GHWHUP

$V LV FXVWRPDU\ LQ LQFHQWLYH SODQV RI WKLY QDWXUH WKH QXPEHU DQG W\SH RI VKD
ZHOO DV WKH H[HUFLVH RU SXUFKDVH SULFH RI DZDUGYVY ZLOO EH VXEMHFW WR DGMXVWP
UHFDSLWDOL]DWLRQV VWRFN VSOLWVY VWRFN GLYLGHQGY RU RWKHU VLPLODU HYHQWYV \
GLYLGHQGYV RU GLVWULEXWLRQV RI SURSHUW\ WR WKH VWRFNKROGHUV ,Q QR FDVH H[F}
DSSURYHG E\ RXU VWRFNKROGHUV ZLOO DQ\ DGMXVWPHQW EH PDGH WR D VWRFN RSWLR
DPHQGPHQW FDQFHOODWLRQ DQG UHJUDQW H[FKDQJH RU RWKHU PHDQV WKDW ZRXOG F
DZDUG

*HQHUDID®MG VXEMHFW WR OLPLWHG H[FHSWLRQV VHW IRUWK LQ WKH 30DQ LI ZH GLVV
EXVLQHVV FRPELQDWLRQ RU RWKHU UHRUJDQL]DWLRQ RU D VDOH RI DOO RU VXEVWDQWI
EHFRPH IXOO\ YHVWHG RU SDLG DV DSSOLFDEOH DQG ZLOO WHUPLQDWH RU EH WHUPLQI
WKH DVVXPSWLRQ VXEVWLWXWLRQ RU RWKHU FRQWLQXDWLRQ RI WKH DZDUG 7KH SODQ
SURYLVLRQV ZLWK UHVSHFW WR DZDUGV JUDQWHG XQGHU WKH 30DQ )RU H[DPSOH W
SD\PHQW RI DQ DZDUG LQ FRQQHFWLRQ ZLWK D FRUSRUDWH HYHQW WKDW LV QRW GHVFU
XSRQ WKH RFFXUUHQFH RI DQ\ VXFK HYHQW

2XU ERDUG RI GLUHFWRUYV PD\ DPHQG RU WHUPLQDWH WKH IHF3}\ODQ\DRX\WQWIQBHQ E DWW DQ
PDWHULDOO\ DGYHUVH WR D SDUWLFLSDQW ZLWKRXW WKH FRQVHQW RI WKH SDUWLFLSDC(
UHTXLUHG E\ DSSOLFDEOH ODZ RU DQRKHSSOR6DROH @MRMW HPBODXMQYH DQG RXU ERDUG RI
FRPPLWWHH PD\ JUDQW VWRFN DQG SHUIRUPDQFH LQFHQWLYHV RU RWKHU FRPSHQVDWLR

7KH SODQ ZLOO WHUPLQDWH RQ WKH SODQ DGPLLRAHYIHWRU ZLOO UHWDLQ LWV DXWKF
WHUPLQDWHG 7KH PD[LPXP WHUP RI RSWLRQV VWRFN DSSUHFLDWLRQ ULJKWV DQG RWKt
LQLWLDO GDWH RI WKH DZDUG
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(PSOR\HH 6WRFN 3XUFKDVH 30DQ
:H H[SHFW RXU ERDUG RI GLUHFWRUV WR DGRSW D (PSOR\HH 6WRFN 3XUFKDVHHBDQRV
SURYLGH DQ DGGLWLRQDO PHDQV WR DWWUDFW PRWLYDWH UHWDLQ DQG UHZDUG HPSO
VKDUHV Rl RXU FRPIPRPOQVYRVREWHQG WR REWDLQ DSSURYDO RI WKLY SODQ IURP RKULQMNRF
EHORZ VXPPDU\ RI WKH 3XUFKDVH 30DQ LV ZKDW ZH H[SHFW WKH WHUPV RI WKIHBWU¥KDV
LPPHGLDWHO\ XSRQ WKH VLIQLQJ RI WKH X®QWHWZULWLQJ DJUHHPHQW IRU WKLV RI

7KH 3XUFKDVH 30DQ LV GHVLJQHG WR DOORZ RXU HOLJLEOH HPSOR\HHY DQG WKH HOLJLE
RXU FRPPRQ VWRFN DW VHPL DQQXDO LQWHUYDOV ZLWK WKHLU DFFXPXODWHG SD\UROO
6KDUH 5HVHUYH

$ WRWDO RI VKDUHV Rl RXU FRPPRQ VWRFN ZLOO LQLWLDOO\ EH DYDLODEOH IRU
LQFUHDVH RQ WKH ILUVW WUDGLQJ GD\ LQ -DQXDU\ Rl HDFK \HDU E\ DQ DPRXQW HTXDO W
VKDUHV Rl RXU FRPPRQ VWRFN RQ WKH ODVW WUDGLQJ GD\ LOK'DIFHY EDHLG L Q WKKEHK SUHIVRAH A
RXU ERDUG RI GLUHFWRUYV

21IHULQJ 3HULRGYV

7KH 3XUFKDVH 30DQ ZLOO KDYH D VHULHNURIQV XFFHIVR/G Y HE IBW ® IDSE® BB FRGJERIJLQQLQJ RQ W

DQG HDFK \HDU DQG FRQWLQXLQJ IRULM SISHUREG R ZL ORRDMIK\D R R HWLKH. WL
(DFKIRULQJ SHULRG ZLOO FRQVLVW RI IRXU SXUFKDVH SHULRGV HDFK ZLWK D VL[ PRQWK
GD\ RI DQG DQG ZLOO HQG RQ WKH ODVW EXVLQHVV GD\ RI WKH LPPHGLD

(OLJLEOH (PSQRB\IHHWG XDOV VFKHGXOHG WR ZRUN PRUH WKDQ KRXUV SHU ZHHN IRUIRPRIQ
SHULRG RQ WKH VWDUW GDWH RI WKDW SHULRGIHBEQR\SIHHVLRB\D5W DWW EBRSDWH LQ RQO\ F

3D\UROO 'HGXFWLRQV

$ SDUWLFLSDQW PD\ FRQWULEXWH XS WR SHUFHQW RI KLV RU KHU FDVK HDUQLQJV WKL

DSSOLHG WR WKH SXUFKDVH RI VKDUHV RQ HDFK VHPL DQQXDO SXUFKDVH GDWHVNV I GHV¥

SULFH SHU VKDUH ZLOO EH HTXDO WR SHUFHQW RI WKH IDLIHBDQN 1$W UM BFRRERHEGHILF N @ VUI

PDUNHW YDOXH SHU VKDUH RQ WKH VHPL DQQXDO SXUFKDVH GDWH 6HPL DQQXDO SXUFKI
HDFKKWHDUWIJ VW SXUFKDVH GDWH ZLOO RFFXU RQ WKH ODVW ERVD@QNWDGWLRLSDQW

WKDQ VKDUHVY RQ DQ\ SXUFKDVH GDWH

5HVHW )HDWXUH

., WKH IDLU PDUNHW YDOXH SHU VKDUH RI RXU FRPPRQ VWRFN RQ DQ\ SXUFKDVH GDWH L'
WZR \HIHWRQJ SHULRGIHMKBQ SWKDWVR RIZLOO DXWRPDWLFDOO\ WHWIPQ D BWWHLRGGZ 500 VDIXFLS
WKH QHZ PIRIQW®&JIJRSHULRG EHJLQQLQJ RQ WKH QH[W EXVLQHVV GD\

&KDQJH LQ &RQWURO

,/] ZH DUH DFTXLUHG E\ PHUJHU RU VDOH RI DOO RU VXEVWDQWLDOO\ DOO RI RXU DVVHWYV
SXUFKDVH ULJKWYVY ZLOO DXWRPDWLFDO ONBEMLNHH GBM/H ® IRWKRHUDFT XR V LWR RAKHXBOHVYV Wk
ULJKWV WR EH VHWWOHG LQ FDVK RU H[FKDQJHG RU VXEVWLWXWHG RQ WKH WUDQV DW¥KH
SXUFKDVH SULFH ZLOO EH HTXDO WR SHUFHQW RI WKH PDHWIHW $BOXRGHQ ¥ KDRK WRIQHY
ORZHUSHUFHQW RI WKH IDLU PDUNHW YDOXH SHU VKDUH RQ WKH SXUFKDVH GDWH

2WKHU 30DQ 3URYLVLRQV

1R QHZHRILQJ SHULRGYV ZLOO FRPPHQFH RQ RU DIWHU 7KH ERDUG RI Gl
3XUFKDVH 30DQ FHRIAHYIHUDPHQGPHQWY PD\ UHTXLUH VWRFNKROGHU DSSURYDO
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

%HORZ ZH GHVFULEH WUDQVDFWLRQV DQG VHULHV RI UHOW WB\GEW WD § VDWW L R Q8 WERV KRE
ZH KDYH HQWHUHG VLQFH -DQXDU\ LQ ZKLFK

n WKH DPRXQWYV LQYROYHG H[FHHGHG RU ZLOO H[FHHG DQG

n DQ\ RI RXU GLUHFWRIUAH UM HRAXWRO®BHUYV RI PRUH WKDQ ILYH SHWHHQWH R URKXRPHEBSID
PHPEHU WKHUHRI KDG RU ZLOO KDYH D GLUHFW RU LQGLUHFW PDWHULDO LQWHUH"

Participation in this Offering

&HUWDLQ RI RXU H[LVWLQJ VWRREDKMRHO/GRIUR X UG IOMMHFVWORUD/I KDYH LQGLFDWHG DQ LQWHUEF
RIHULQJ DW WKH LQUMQADOUIXEHOLRWIRDQ DIJJUHIJIDWH SXUFKDVH SUEHHDXIVKSL@ELFDWLRBIC
ELQGLQJ DJUHHPHQWY RU FRPPLWPHQWYVY WR SXUFKDVH WKHVH VWRFNKROGHUV PD\ GHW
SXUFKDVLQJ RU QRW WR SXUFKBVHQDQ\W KINUBIOVIRQSRKVYLEBROIH WKDW WKHVH VWRFNKROGH
VKDUHV RI RXU FRPPRQ VWRFN ,Q DGGLWLRQ WKH XQGHUZULWHUV FRXOG GHWHUPLQH V
LQGLFDWH DQ LQWHUHVW LQ SXUFKDVLQJ RU QRW WR VHOO DQ\ VKDUHV WR WKHVH VWRF

Issuance of Convertible Promissory Notes and Warrants

,VVXDQFH RI FRQYHUWLEOH SURPLVVRU\ QRWHYV DQG ZDUUDQWYV LQ

,Q -XQH ZH LVVXHG FRQYHUWLEOH SURPLVVRU\ QRWHV LQ DQ DJJUHJDWH SULQFLSDO
VLPSOH LQWHUHVW UDWH RI VHYHQ SHUFHQW SHU DQQXP 7KH DJJUHJDWH SULQFLSDO DF
RI VKDUHV RI RXU 6HULHV & SUHIHUUH G /YWRWMHR Q@FROXHG LQWHUHVW WKHJRXVYKHEO
ZDUUDQWY WR SXUFKDVH RXU 6HULHV & SUHIHUUHG VWRFN WR WKH SXUFKDVHUV RI WKH
DQ DJJUHJDWH ZDUUDQW SXUFKDVH SULFH RI aHHJ) D @ WAW LIRW LIR @ HRY RLOLSSIWM IR@) RV RAFKNH
VHWY IRUWK WKH ORDQ DPRXQWYV SURYUGHKUNF\ RXE ICROEG HAWR RY PHRBIF XVWKILDIQ IRV H SIHOEDE

LPPHGLDWH IDPLO\ PHPEHU WKHUHRI DQG WKH QXPEHU RI VKDUHV RI RXU 6HULHV & SUHI
SHUVRQV

NUMBER OF SHARES OF
SERIES C PREFERRED STOCK

LOAN ISSUABLE UPON EXERCISE
NAME AMOUNT OF WARRANT
6N\OLREVWXUH 3DUWQHUV 9
(QWLWLBYDWHG ZLWK '"RPDLQ $VVRFLDWHYV
(QWLWLBYIDWHG ZLWK 2[IRUG %LRWFLHQFHY 3DUWQHUV 9
$ELQJZRUWK %LRMHQWXUHV 9
6 5 2QH /LPLWHG
&RQVLVWYV RI D D ORDQ DPRXQW RI SURYLGHEG E\ORPQ DPRBREQWQHUV 9,,, SBRYLGHG EF'3 9,,, SKDBHVDRN|

& SUHIHUUHG VWRFN LVVXDEOH XSRQ H[HUFLVH RI WKHIX®P®&® UG QW KKOGHEA RR RO 63 DUWWWMQHUBWHIHUWBHG VWRFEN L'
E\ '3 9,,, $VVRFLDWHV / 3
&RQVLVWY RI D D ORDQ DPRXQW RI SURYLGHGE\R[ROBDA PPRXHQWFIRISDUWQHWBWRYLGHG E\ P51%KIXQHY

6HULHV & SUHIHUUHG VWRFN LVVXDEOH XSRQ H[HUFLVH Rl WKH3ZDQA D®W KMRKDBUHV2RRR %U%AHRWLIFH W GFSUHD H WIQHH®
WKH ZDUUDQW KHOG E\ P51% )XQG 9/ 3
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,VVXDQFH Rl FRQYHUWLEOH SURPLVVRU\ QRWHV DQG ZDUUDQWYV LQ
,Q -XQH DQG -XO\ ZH LVVXHG FRQYHUWLEOH SURPLVVRU\ QRWHY LQ DQ DJJUHJDWH SI
ERUH D VLPSOH LQWHUHVW UDWH RI VHYHQ SHUFHQW SHU DQQXP 7KH DJJUHJDWH SULQF
FRQYHUWHG LQWR DQ DJJUHJDWH RI VKDUHV RI RXIHBWUW R VWK K5 W HH IVAHUBINFE NGBMERTNXI WY §
-X 0\ RQ $XJXVWH LVVXHG ILYH ZDUUDQWV WR SXUFKDVH VKDUHV Rl RXU FRPPRQ V\
QRWHV LQ FRQQHFWLRQ ZLWK WKH LVVXDQFH WKHOMRD GWHM |RVFL IGHVIFRIQ SRW L8RS IRW DX 14
VHWV IRUWK WKH ORDQ DPRXQWV SURY LUGHBUE\ RXE GROEAWR RY PHR{BIF XWKLD/Q! IRY H SIH ORI
LPPHGLDWH IDPLO\ PHPEHU WKHUHRI DQG WKH QXPEHU RI VKDUHV Rl RXU FRPPRQ VWRF!
DIWHU JLWAEW@IJWMR WKH UHY HUBIVMW N® EFNXW RQL VK G

NUMBER OF SHARES OF
COMMON STOCK ISSUABLE
UPON EXERCISE OF
NAME LOAN AMOUNT WARRANT

6N\OLREVWXUH 3DUWQHUV 9

(QWLWLOYDWHG ZLWK 2[IRUG %LRWFLHQFHY 3DUWQHUV 9
$ELQIJZRUWK %LRMHQWXUHV 9

+HUFXGHAKQRORI\ ,, /3

&RQVLVWV RI D D ORDQ DPRXQW RI SURYLGH/G3E\E2[DROBD)QLBFRXGFRISDUWQHSVRYLGHG E\ PBKD YXQY A
FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI WKH ZDUUD GW X& 0G E\ 2KIRWHEY YRIRR WU HRPH B Q UWMWMRFWVLY VXDEOH X
P51% )XQG 9 / 3

Issuances of Preferred Stock

,VVXDQFH RI 6HULHV & SUHIHUUHG VWREFN

,Q -XO0\ ZH LVVXHG DQG VROG DQ DJJUHJDWH RI VKDUHV RI RXU 6HULHV & SUHI
DJJUHIJDWH SXUFKDVH SULFH RI DSSUR[LPDWHO\ PLOOLRQ LQ FDVK DQG SXUVXDQW W
QRWHY LQFOXGLQJ WKH QRWHYVY GHVFULEHG DERYH LQ ,VVXDQFHV RI FRQYHUWLEOH SUI
QRWHY DQG ZDUUDQWYV LQ 7KH IROORZLQJ WDEOH VHWV IRUWK WKH QXPEHU RI VKDL
RILFHUV DQG KROGHUV RI PRUH WKDQ ILYH SHOEBD@W RURDPPIHFOEDWBADPALREN HRPE HDWQ VDK H

NUMBER OF SHARES OF AGGREGATE PURCHASE
NAME SERIES C PREFERRED STOCK PRICE

5¢ &DSLWDO +HDOWKFDUH )XQG /3

$ILOLDWHV RI '"HHUILHOG 0JPW / 3

(QWLWLBYIDWHG ZLWK 'RPDLQ $VVRFLDWHYV
6N\OLBEVWXUH 3DUBQHUV 9

%URRNVLGH &DSLWDO 3DUWQHUV )XQG /3

$ELQJZRUWK %LRMHQWXUHV 9

65 2QH /LPLWHG

(QWLWLBYIDWHG ZLWK 2[IRUG %LRWFLHQFHY 3DUWQHUV 9

&RQVLVWYV RI D VKDUHV SXUFKDVHG E\ '"HHUILHOG 3ULWKDNWH VHS X U@ KB QIEG, E\/ 'BIHUILHOG 3ULYDMWH '"HVLVRD,
SXUFKDVHG E\ '"HHUILHOG 6SHFLDO 6LWXDWLRQVDRXRGGGQWHUQWDK\DLUIRHM 6 XODAKDN B GXEDGHHBILHOG 6SHFLDO 6LWXD
&RQVLVWV RI D VKDUHV SXUFKDVHG HDQRBPELQ 3DVWHMWHUW 3XUFKBVHG E\ '3 9,,, $VVRFLDWHV /[ 3

&RQVLVWYV RI D VKDUHV SXUFKDVHG E\ 2[IRJBCUERYVFLHXEH BY USKQIFKWBVWHG E\ P51% )XQG 9 / 3
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,VVXDQFH RI 6HULHVY % SUHIHUUHG VWRFN

,Q $XIXVW 6HSWHPEHU DQG 2FWREHU ZH LVVXHG DQG VROG DQ DJJUHJDWH RI

R SHU VKDUH DIMFNW WRYW®H HIHY HBVMW N®/ EF XKW DYLRI HX O\ IRU DQ DJJUHJDW

DSSUR[LPDWHO\ PLOOLRQ LQ FDVK DQG SXUVXDQW WR WKH FRQYHUVLRQ RI FHUWDLQ

QRWHY GHVFULEHG DERYH LQ ,VVXDQFHV RI FRQYHUWLEOH SURPLVVRU\ QRWHYV DQG ZDlI
7KH IROORZLQJ WDEOH VHWYV IRUWK WKH QXPEHU RI VKDHHW WRIR6W W HHWH HEBNAWHWBUREN

RI -XO\

LVVXHG WR RXU GILEHRW RW/G KHRHFXMULY RIRPRUH WKDQ ILYH SHOEBD®W RIURX
IDPLO\ PHPEHU WKHUHRI

NUMBER OF SHARES OF AGGREGATE PURCHASE
NAME SERIES B PREFERRED STOCK PRICE
(QWLWLBOYDWHG ZLWK 'RPDLQ $VVRFLDWHYV
6N\OLBEVWXUH 3DUVBQHUV 9

(QWLWLOYDWHG ZLWK 2[IRUG %LRWFLHQFHY 3DUWQHUV 9
6 5 2QH /LPLWHG

$ELQIJZRUWK %LRMHQWXUHV 9

5REHUWR *XHUFLROLQL 0"

&RQVLVWYV RI D SXUFKDVHG E\ 'RPDQIQ BDUWQWKINUHY, SXBFKDVHG E\ '3 9,,, $VVRFLDWHV / 3
&RQVLVWYV RI D

VKDUHV SXUFKDVHG E\ 2[IRDJBCUERVFLHXEH BY USXKQIFKWBVHG E\ P51% )XQG 9 / 3
S5REHUWR *XHUFLROLQL 0' ZDV RXU IRUPHU VHQLRU YLFH SUHVLGHQW RI SKDUPDFHXWLFDO GHYHORSPHQW

Registration Rights Agreement

:H KDYH HQWHUHG LQWR DQ bPHQGHG DQG UHVWDWHG UHJLVWUDWLRQ ULJKWV DJUHHPH
SHUFHQW RU PRUH RI RXU FDSILLWD O WHKNR ENWIKQ 6 HUQWLWLRIVRXIU GLUHFWRUV ZLWK FHUWL
WKDW ZH ILOH D UHJLVWUDWLRQ VWDWHPHQW RU UHTXHVW WKDW WKHLU VKDUHV EH FRY
FLUFXPVWDQFHYVY 7KHVH KROGHUV KDYH ZDLYHG WKHLU ULJKW WR LQFOXGH VKDUHV LQ W
'"HVFULSWLRQ RI &DSLWDO 6WRFN 5HJLVWUDWLRQ ULJKWV I|IRU PRUH LQIRUPDWLRQ DERX

Stockholders Agreement

:H KDYH HQWHUHG LQWR DQ DPHQGHG DQG UHVWDWHG VWRFNKROGHUYV DJUHHPHQW XQG
RI'LYH SHUFHQW RU PRUH RI RXU IHDIIDMWHIG VAW RKNFBIQ &/ HIIQVRWRNKY BLUHFWRUV KDYH DJ
PDWWHUV LQFOXGLQJ ZLWK UHVSHFW WR WKH HOHHWLQQO® RMKGLYRWWRU D JBSRIE@ N FLO0R
VWRFNKROGHUV ZLOO KDYH DQ\ VSHFLDO ULJKWV UHJDUGLQJ WKH HOHFWLRQ RU GHVLJQ

7KH DPHQGHG DQG UHVWDWHG VWRFNKROGHUV DIJUHHPIHDR W PRY RISWRHWLIGRIOYGIRUVUR I RW VY

FHUWDLQ LVVXDQFHV RI RXU FDSLWDO VWRFN DQG VHFXULWLHY FRQYHUWLEOH LQWR RU
DJUHHPHQW DOVR SURYLGHV IRU ULJKWYV RI

ILUVW UHIXVDO DQG FR VDOH ZLWK UHVSHFW
FRPPRQ VWRFN 7KH UHUKMNMYGRWKIHUMWIRWY RI1 ILUVW UHIXVDO DQG FR VDIOUWLRLUOO WHUPLC
Director and Executive Officer Compensation

6HH ([HFXWLYH DQG 'LUHFWRU &RPSHQVDWLRQ IRU LQIRUPDWLRQ UHIJDUGILFHBRPSHQVEL
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Employment Agreements

:H KDYH HQWHUHG LQWR HPSOR\PHQW DJUHHPHQWYV ZLWK 'RXJODV )DPREVURRDK RKU FKRE
RILFHRKLHI VFLIHOMW IDO QR IFKLHILE KWHQ SN FBRIMHOHFXWLYH DQG 'LUHFWRU &RPSHQVDWLRQ
(IHFXWLYH DQG 'LUHFWR b BRFRSHQLVPW %Y HG &RPSHQVDWLRQ IRU PRUH LQIRUPDWLRQ L

Consulting Agreement

,Q -XQH ZH HQWHUHG LQWR D FRQVXOWLQJ DJUHHPHQ&R ZGW KS HUY R® R\R B GLEHS M DGRLDA!
IRU XS WR  KRXUV SHU ZHHN 7KH FRQVXOWLQJ DJUHHPHQW SURYLGHV IRU D VHUYLFH Il
H[SHQVHV LQFXUUHG LQ WKH SUR YUDLRQHEA WBIRHVWRAN. RISWLRQV WR SXUFKDVH D WRWDO
LQ DQG XQGHU RXU VWRFN LQFHQWLYH SODQN ULWLIR Z iV B OMKHWFRR G\ X Pl PID WL.GRE
DW ZKLFK WLPH RXU FRQVXOW&RUGRI ZHEPHQMURRYEBWK DB @R ORQJHU SHUIRUP VHUYLF!

Non-employee Director Agreements

H HQWHUHG LQWR OHWWHU DJUHHPHQWY ZLWK 'DYLG 0 OGWARGRQRXQGQRIQ GRS ® RIBE & JEIILU
JHEUXDU\ UHVBHRARWU{UHFR®WLYH DQG 'LUHFWRU &RPSHQVDWLRQ 'LUHFWRU &RPSHQVDWI
DJUHHPHQWYV

Transition and Separation Agreements

o) ZH HQWHUHG LQWR D WUDQVH@VYRQ RMHHARHAWQAMKDQG IIREFAME BKRIIL 8 FH FRKW Wi
KLV GXWLHV WR D QH ZI ERKHAKIHHDH B XW PR ¥B R 1S URNML\GHE WRUFRIQWLQXH WR VHUYH DV D PHPE
WR UHFHLYH DQ DQQXDO UHWDLQHU RI ,Q -XO0\ ZH HQWHUHG LQWRQN/® @ PHR B Ak
VFLHQWLILF DGYLVRU\ ERDUG DV ZHOO DV RXU ERD UG RWHIIQPHEIR U ¥ WD @HILW W K R OLRGHQ G
QRW WR WHUPLQDWH KLV VHUYLFH RQ WKH VFLHQWLILF DGYLVRU\ ERDUG DW DQ\ WLPH S

Indemnification Agreements and Directors’ and Officers’ Liability Insurance

:H KDYH HQOWHUHG LQWR LQGHPQLILFDWLRQ DJUHHPHQWLM AUW K 7HKBIFVKH FDIJR X bl iBHLQW FWR PR
UHTXLUH XV RU ZLOO UHTXLUH XV WR LQGHPQLI\ HD® KD HG F\M RW XRGIGF DS LPH DIOF BXUQ\GHRD It
H[WHQW SHUPLWWHG EQFIOGBZRUH Q®HEPQLILFDWLRQ Rl H[SHQVHYV VXFK DV DWWRUQH\V |
LOFXUUHG E\ WKH GLUHEWRW [IRY QM DX WILRH RU SURFHHGLQJ LQFOXGLQJ DQ\ DFWLRQ RI
SHUWRQHUYLFHV DV D GLUHFIWRW RU H[HFXWLYH RI

Policies and Procedures for Related Party Transactions

%HIRUH WKH FRPSOHWIL@®D RHWRMMHRIG WR DGRSW D ZULWWHQ UHODWHG SHUVRQ WUDQVI
UHYLHZ DQG DSSURYDO RU UDWLILFDWLRQ RI UHODWHGWSHBNB QY DALQDIQN\FBIBSWLRQ@QWYW VKWIR
6 . SURPXOJDWHG XQGHU WKH ([FKDQJH $FW DQ\ WUDQVDFWLRQ DUUDQJHPHQW RU UHOI
UHODWLRQVKLSV LQ ZKLFK ZH ZHUH RU DUH WR EH D SDUWLFLSDQW ZKHUH WKH DPRXQV
D GLUHFW RU LQGLUHFW PDWHULDO LQWHUHVW LQFOXGLQJ SXUFKDVHV RI JRRGV RU VHL
KDV D PDWHULDO LQWHUHVW LQGHEWHGQHVY JXDUDQWHHV RI LQGHEWHGQHVV DQG HPE
FKDUWHUIMWRWEMHHXSRQ FRQVXARADWQROQRRUVWKIOLWIFRPPLWWHH ZLOO EH UHVSRQVLEOH Il
UHODWHG SDUW\ WUDQVDFWLRQV FRYHUHG E\ RXU UHODWHG WUDQVDFWLRQ SROLFLHV D
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PRINCIPAL STOCKHOLDERS

7KH IROORZLQJ WDEOH VHWV IRUWK FHUWDLQ LQIRUPDWLRQ UHODWLQJ WR WKH EHQHILF

n HDFK SHUVRQ RULWLOUBRWHRISHIUVRQV NQRZQ E\ XV WR EHQHILFLDOO\ RZQ PRUH WKI
FRPPRQ VWRFN

n HDFK Rl RXU GLUHFWRUV

n HDFK RI RXU QDPHGLFHFXWLYE RI

n DOO GLUHFWRUV DLGE W HAX W LR RS

7KH QXPEHU Rl VKDUHV EHQHILFLDGBURRE QH G LEAHHF DVARKW AFEUN H I BXMWMHUHP RQHG LQ DFFRUGD(
BHFXULWLHV DQG ([FKDQJH &RPPLVVLRQ DQG WKH LQIRUPDWLRQ LV QRW QHFHVVDULO\ L
UXOHV EHQHILFLDO RZQHUVKLS LQFOXGHV DQ\ VKDUHV RYHU ZKLFK WKH LQGLYLGXDO KL
VKDUHY WKDW WKH LQGLYLGXDO KDV WKH ULJKW WR DFTXLUH ZLWKLQ GD\V Rl 2FWREH!
ULJKWV ([FHSW DV RWKHUZLVH LQGLFDWHG DQG VXEMHFW WR DSSOLFDEOH FRPPXQLW\
GLVSRVLWLYH SRZHU ZLWK UHVSHFW WR DOO VKDUHV RI FRPPRQ VWRFN KHOG E\ WKDW S

7KH SHUFHQWDJH RI VKDUHV EHQHILAURQO\LR ZERPE $W HRBURWRWMK KLEDR/ILV R VKDUH
DV RI 2FWREHU ZKLFK UHIOHFWYVY WKH DVVXPHG FRQYHUVLRQ RI DOO RI WKH RXWWV!

VKDUHV RI FRPPRQ VWRFN LPPHGLDWHABUKQ@RQDW KH WE&R VLRI YRIIUWKRY RDG RFFXUI
SHUFHQWDJH RI VKDUHV EHQHIUHUDQO \LKRZRRFES BWHHSU RPKWYK HRIEDVLYV RI VKDUHV F
DIWHU WKH FORWMUQO R I DVKDXWRQJ QR H[HUFLVH RI WKH XQGHUZULWHUV RYHU DOORWPHQ
VWRFN 6KDUHV RI RXU FRPPRQ VWRFN WKDW D SHUVRQ KDV WKH ULJKW WR DFTXLUH ZL!
SXUSRVHV RI FRPSXWLQJ WKH SHUFHQWDJH RZQHUVKLS RI WKH SHUVRQ KROGLQJ VXFK U
SHUFHQWDJH RZQHUVKLS RI DQ\ RWKHU SHUVRQ H[FHSW ZLWK UHVSHFW WIR FPHKHN DHUP H(
8QOHVV RWKHUZLVHVERWHG BHORRI WKH SHUVRQV OLVWHG RQ WKH WDEOH LV F R 'LFHU(
6XLWH DWHUWRZQ 0$%
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&HUWDLQ RI RXU H[LVWLQJ VWREDKRO/GRIUR X UQFIOMFIVORUDM KDYH LQGLFDWHG DQ LQWHUF
RIHULQJ DW WKH LQUMQDBOUIX¥EOLRWRDQ DJJUHIJDWH SXUFKDVH SUERADKIVKSLW&LFDWLRPNC
ELQGLQJ DJUHHPHQWYV RU FRPPLWPHQWY WR SXUFKDVH WKHVH VWRFNKROGHUV PD\ GHW
SXUFKDVLQJ RU QRW WR SXUFKBVHQIQ\W KIVUBI®VIRQ SRKNML.EROH WKDW WKHVH VWRFNKROGH
VKDUHV Rl RXU FRPPRQ VWRFN ,Q DGGLWLRQ WKH XQGHUZULWHUV FRXOG GHWHUPLQH V
LQGLFDWH DQ LQWHUHVW LQ SXUFKDVLQJ RU QRWKWMR R/GI®ROZ DQJI WHKIEWHHY GRRI W R R WH UHV® IF
WKHVH VWRFNKROGHUYV

SHARES OF COMMON STOCK PERCENTAGE OF SHARES
BENEFICIALLY OWNED BENEFICIALLY OWNED
BEFORE AFTER BEFORE AFTER
NAME AND ADDRESS OF BENEFICIAL OWNER OFFERING OFFERING OFFERING OFFERING

5 percent or Greater Stockholders
(QWLWLBYDWHG ZLWK 'RPDLQ $VVRFLDWHYV
6N\OLREVWXUH 3DUVQHUV 9
$ILOLDWHYV RI '"HHUILHOG 0JPW [/ 3
5$ &DSLWDO +HDOWKFDUH )XQG /3
$ELQIJZRUWK %LRMHQWXUHYV 9
%URRNVLGH &DSLWDO 3DUWQHUV )XQG /3
6 5 2QH /LPLWHG
(QWLWLBYIDWHG ZLWK 2[IRUG %LRVFLHQFHY 3DUWQHUV 9

/ 3
Directors and Named Executive Officers
'RXJODV 0 )DPEURXJK ,,, 3K

%ULDQ . +DODN 3K '

6WHSKHQIPDORIO ' 3K '

3HWHU .RORKLQVN\

"HQQLV + /DRQIHUY

'DYLG 0 ODGGHQ

9LQFHQW - OLOHV 3K '

%RE ' %URZQ 3K '

-DPHV % LVVPDQ

$00 GLUHFWRUV DIQFG HYHFX WLYWHRK S
SHUVRQV

,QGLFDWHYV EHQHILFLDO RZQHUVKLS RI OHVV WKDQ SHUFHQW RI WKH RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ VW
&RQVLVWV RI D VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RR BBHY BBV WQHWH/IHUE
VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHYV & SUHIHUUHG VWRFN KHOG E\ 'RPI
6HULHYV & SUHIHUUHG VWRFN LVVXDEOH XSRQ H[HUFLVH RI D SUHIHUUHG VWRFN ZDUUDQW KHOG E\ 'RPDLQ 3DUW:!
GD\V Rl VXFK GDWH G VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ Rl $HWURHM W HWHIHUUHG WKW
VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI 6HEBVYMRF&E BWHWDQHGIVWR¥KDKHOGRE\FRPPRQ VWRFN LVVXDEOH XSRQ FR
XSRQ H[HUFLVH RI D SUHIHUUHG VWRFN ZDUUDQW KHOG E\ '3 $VVRFLDWHV WKDW LV H[HUFLVDEOH DV RI 2FW REWL
+ 'RYH\HVVHJHX?7 .DWKOHHQ . 6%KRBIQDNHDODN LDM30 OIRF RKIHOPDQDJLQJ PHPEHUV RI 2QH 3DOPHU 6TXDUH $VVRFL
3DUWQHUYV DQG '3 $VVRFLDWHV VKDUH WKH SRZHU WR YRWH RU GLVSRVH RI WKH VKDUHV KHOG E\ RI 'RPDLQ 3Dl
PD\ EH GHHPHG WR KDYH YRWLQJ DQG GLVSRVLWLYH SRZHU ZLWK UHVSHFW WR VXFK VKDUHV (DFK RI WKH IRUHJ
HIWHQW RI KLV RU KHU SHFXQLDYWULQYHUHIVODWKBKHLIQV DI PHREHU RI RXU ERDUG RI GLUHFWRUV 7KH DGGUHVYV
6TXDUH 6XLWH BULQFHWRQ 1-
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&RQVLVWYV RI D VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHV $ SUHIHUU}
VKDUHV RI 6HULHV % SUHIHUUHG VWRFN F VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI 6
Rl D FRPPRQ VWRFN ZDUUDQW WKDW LV H[HUFLVDEOH DV RI 2FWREHU RU ZLOO EHFRPH H[HUFLVDEOH ZLWK

FRQYHUVLRQ RI VKDUHV Rl 6HULHV & SUHIHUUHG VWRFN LVVXDEOH XSRQ H[HUFLVH RI D SUHIHUUHG VWRFN zZDUU
RI VXFK GDWH $00 RI WKH VKDUHV RI SUHIHUUHG WOQWRX¥ N HD RI5U IERRENQ YUBIXI & HIDVCX DR EMXCL@HN®R 0 ' DUH 0DQEC
6N\OLBEVWXUH 0DQDJH® HYWHIJHQHUDO SD WI\@ QKW HR 13 PN VOQEMGIPD\ EH GHHPHG WR VKDUH YRWLQJ DQG GLVSRVLWI
9HQWXUH 3DUVBOWH'S IOH@DORI0O ' 3K ' D PHPEHU RI RXU ERDUG RI GLUHFQWRUWVH DY @DR/M&S ERNE AR DANE B LOQHH® HG W R
DQG GLVSRVLWLYH SRZHU RYHU WHGWXDH B D UVBIQBGUHY \FS NUVL QHHX QG . DRDHNB LVGO® BIRRV EHQHILFLDO RZQHUVKLS
H[WHQW RI KLV SHFXQLDU\ LQWHUHVW WEWMXHHY STKHS/EGIGW V. YRM EBGXE L @ X LIV H 3DOR $OWR &$

&RQVLVWV RI D VKDUHV Rl FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HUEHV & S WHKIHWHN
FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV Rl 6HULHV & SUHIHUUHG WWRFN KHKOG HX RIHRRERRQ YW
FRQYHUVLRQ RI VKDUHV Rl 6HULHV & SUHIHUUHG VWRFN KHOG E\ '"HHUILHOMQES HELDO 6LWXDUHMR RNV HROBR @ WW B £
FRQYHUVLRQ RI VKDUHV RI 6HULHV & SUHIHUUHG VWRFN K HORE0 B\H RAKILN EHIOWG! (656G L)XQ G Y W X BIMUIRL RIKD G XIQP& WD ® B D\
WKH '"HHUILHOG )XQGV 'HHUILHO G/ 0GOLO/DWH PIHIQQY RW BB QW PDQDJHU RI HDFR RH W/(KH O M@ IL\H V&K B XOROH PBHPEHU R
HDFK Rl '"HHUILHO® QGPWHUBLHOG 0DQDJHP8I(D¥ K& RP SIUILHOG' R H0G 0DQDJHPHGW @R PEDMQ PD\ EH GHHPHG
RZQ WKH VKDUHV KHOG E\ WKH 'HHUILHOG )XQGV 7KH DXGIQ@XHVV WKIHERRNHAEG )XQGV LV 7KLUG $

&RQVLVWV RI VKDUHV Rl FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 636U&HE 9L& 5 OHIE Q D BiIE
WKH VROH JHQHUDO SDUWQHU RI WKH 533 &0HSL \RDOOB K HQ\IWRHFMEHU)RQBXU3ERDUG RI GLUHFWRUV LV WKH PDQDJHL
‘U .ROFKLQVN\ DQG 5$ &DSLWDO ODQDJHPHQW //& PD\ EH GHHPHG WR EHQHILFLDOO\RRK R\ KWHKWRDE HWF R B0 BVEE 15
VXFK VKDUHV H[FHSW WR WKH H[WHQW RI LWV RU KLV UHVSHFWLYH SHFXQLDU\ LQWHUHVW WKHUHLQ 7KH DGGUI

6 XLWH %RVWRQ 0%

&RQVLVWYV RI D VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHV $ SUHIHUU}
VKDUHV RI 6HULHV % SUHIHUUHG VWRFN F VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VK
H[HUFLVH RI D FRPPRQ VWRFN ZDUUDQW WKDW LV H[HUFLVDEOH DV RI 2FWREHU RU ZLOO EHFRPH H[HUFLVI

XSRQ FRQYHUVLRQ Rl VKDUHV RI 6HULHV & SUHIHUUHG VWRFN LVVXDEOH XSRQ H[HUFLVH RI D SUHIHUUHG VWRFN
GD\V RI VXFK GDWH $00 RI WKH VKDUHV Rl SUHIHUUHG VWRFN D (8G$ E DQ UDRUMWK D UH LK/H\G 6 HE P [3 @ DQ BIIRRIWGKE

EH GHHPHG WR EHQHILFLDOO\ RZQ WKH VKDUH V X$EL® EA REW® J/Z B (BW K FO®IDR PN QMWKH EM @HILFLDO RZQHUVKLS RI VX
LQWHUHVW WKHUHLQ 7KH DGGUHVV/RILYELQHIRUW K6 W6l R M WQ WRQGBIRQI6: < '1 8QLWHG .LQJGRP

&RQVLVWV RI VKDUHV Rl FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ Rl VKDUHV RI 6HULHV & SUHIHUUHG
&DSLWDO ,QYHYWIRAKVLY 3WKH JHQHUDO SDUWQHU RI %URANRIG\H. & B SE MILOVBDUVDQ@QHDUWPHQ®W /3/& LV FRQWUROOHG
LQFOXGH 'HZBG- 'BPHQLF - )HUUD QW3 KHWMIQHZLDOLDP ( 3DSSHQRM\FWDI9QIWQ ZKRKRDO EH GHHPHG WR VKDUH YR\
WKH VKDUHYV KHOG E\ %URRNVLGH RQ6LKMDRK 3DWWQHURV)EIGHBLFLDO RZQHUVKLS RI WKH VKD U HM AKHBG VER SKRIRH
UHVSHFWLYH SURSRUWLRQDWH SHFXQLDU\ LQWHUHVW WKHUHLRQV 7K H 0G\E NHIWRRY $6RERNYLGH &DSLWDO 3DUWQ}

&RQVLVWYV RI D VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHV % SUHIHUU
VKDUHV Rl 6HULHV & SUHIHUUHG VWRFN DQG F VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI
ZDUUDQW WKDW LV H[HUFLVDEOH DV RI 2FWREHU RU ZLOO EHFRPH H[HUFLVDEOH ZLWKLQ GD\V RI VXFK G

UHFRUG E\ 6 5 2QH /LPLWHG 6 5 2QH /LPLWHG LV D ZKROO\ RZQHG VXEVLGLDU\ RI *ODVRERUWR @ bQ/H I$IOW BKH\
&RQVKRKRBNHQ 3
&RQVLVWYV RI D VKDUHV RI FRPPRQ VWRFN KHO/G3E2[2RIRE G6 LRRAMAHGIRHFH IDUWQHWKDBUHY RI FRPPRQ VWRFN
Rl 6HULHV $ SUHIHUUHG VWRFN KHOG E\ 2[IRUG %LRVFLHQFH F VKDUHV RI FRPPRQ LVVXDEOH XSRQ FRQY}
G VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHV & SUHIHUUHG VWRFN KHC
RI D FRPPRQ VWRFN ZDUUDQW KHOG E\ 2[IRUG %LRVFLHQFH WKDW LV H[HUFLVDEOH DV RI 2FWREHU RU ZLO
VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHV & SUHIHUUHG VWRFN LVVXDEOH XSRQ H[HUFLVH RI D
RU ZLOO EHFRPH H[HUFLVDEOH ZLWKLQ GD\V RI VXFK GDWH J VKPBHY RKFRPPRENVWRFRIKHORE ED PSY R B
FRQYHUVLRQ RI VKDUHV Rl 6HULHV $ SUHIHUUHG VWRFN KHOG E\ P51% L VKDUHV RI FRPPRQ VWRFN LVVXDE
M VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHV & SUHIHUUHG VWRFN KHOC
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RI D FRPPRQ VWRFN ZDUUDQW KHOG E\ P51$ WKDW LV H[HUFLVDEOH DV Rl 2FWREHU RU ZLOO EHFRPH H[HU
XSRQ FRQYHUVLRQ RI VKDUHV RI 6HULHV & SUHIHUUHG VWRFN LVVXDEOH XSRQ H[HUFLVH RI D SUHIHUUHG VWRFN
H[HUFLVDEOH ZLWKLQ GD\V Rl VXFK GDWH -RQDWKDQ )OHPLQJ L\VZWIKRK JHQWHK B Q) QK WIDOH $ [RU V2 @13 WD BRQ B RMPKH Q)
EH GHHPHG WR EHQHILFLDOO\ RZQ WKH VKDUHV KHOG E\ PQIHRRIG) % DR\GF R G FOHD Q Q GHRSIIBN PV KE RQELULFLDO RZQHUYV
H[FHSW WR WKH H[WHQW RI WKHLU SHFXQLDU\ LQWHUHVWY WKHUHLQ 7KH DGGUHVV RI 2[IRUG %LRVFLHQFH DQG

&RQVLVWYV RI D VKDUHV Rl FRPPRQ VWRFN DQG E VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLV
H[HUFLVDEOH ZLWKLQ GD\V Rl VXFK GDWH

'U +DODN LV D PDQDJLQJ PHPEHU RI 2QH 3DOPHU 6TXDUH $VVRFLDWHV 9,, // & WKH JHQHUDO SDUWQHU RI 'RPL
GLVSRVLWLYH SRZHU RYHU WKH VKDUHV KHOG E\ 'RHTDOLIMN3GUWW@HDUY\D @BQB ISFYRPLRIMHVUVHELS RI VXFK VKDUHV |
WKHUHLQ 7KH DGH®PWHW/ LI FUR 'RPDLQ $VVRFLDWHV 2QH 3DOPHU 6TXDUH 6XLWH 3ULQFHWRQ 1-

‘U +RPDQ LV D PHPEHU HRQ WX UH QBIQWD J/H& HEWHIJHQHUDO SD WI\@ QKW IR 13 PNVBQEIIRGOPD\ EH GHHPHG WR VKDUH YRWLQ.
UHVSHFW WR DOO VKDUHV RI FRP PR XWIR BN KBQELRPBR\OLYHODLPV EHQHILFLDO RZQHUVKLS RI VXFK VKDUHV H
WKHUHLQ 7KH DG®RBBQVLRIF R 6MNOWXQH \0 8 QVLHYGH{HY LAAX\L $V H 3DOR $OWR &$

'U .ROFKLQVN\ LV WKH PDQDJHU RI 5% &DSLWDO ODQDJHPHQW //& WKH JPQBUMID §BUMHHPH G IVEE EBQ HW.IFQ DHHID\OF
&DSLWDO +HDOWKFDIRDFKQGVN) GLVFODLPV EHQHILFLDO RZQHUVKLS RI VXFK VKDUHV RAKFHHS &/GW R WYWK®IF UMD QW LI
&DSLWDO ODQDJHPHQW //& 3DUN 30D]D 6XLWH %RVWRQ 0%

&RQVLVWYV RI D VKDUHV Rl FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH Rl VWRFN RSWLRQV WKDW DUH H[HUFI
DQG E VKDUHV RI FRPPRQ VWRFN VKDUHV Rl FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI 6HULHV $
6HULHV % SUHIHUUHG VWRFN VKDUHV Rl FRPPRQ VWRFN LVVXDEOH XSRQ FRQYHUVLRQ RI 6HULHV & SUHIHU!
WKDW DUH H[HUFLVDEOH DV RI 2FWREHU RU ZLOO EHFRPH H[HUFLVDEOH ZLWKLQHQ GEDAW RIDDXFK'GDW B RDC
/DQJHU )DPLO\ ,QYHVWPHQWYV //& ZKLFK LV WKH JHQHUDO'S DJQU® HWUGR V FIDQLHPW YDH-PQON FRDG IRZIYHUNBLS RI WKH
YDPLO\ +ROGLQJV ///3

&RQVLVWYV RI VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI VWRFN RSWLRQV WKDW DUH H[HUFLVD

'U OLOHV LV DQ H[HFXWLYH SDUWQHU RI $ELQJZRUWK ODQDJHPHQW /QPLOHAKRBOOKF RZIGFH/G EV)QEMILG L D O\ RRZI QSHEUL\DKI 12
$ELQJZRUWK %L RNMHIWEKSIMWWR WKH H[WHQW RI KLV SHFXQLDU\ QLIQOMHWUIHW W RVEBUGLIOR UWHK DG G UONOAVKIBWU BSW 6.

&RQVLVWYV RI VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI VWRFN RSWLRQV WKDW DUH H[HUFLVI
&RQVLVWYV RI VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI VWRFN RSWLRQV WKDW DUH H[HUFLVD
&RQVLVWYV RI VKDUHV RI FRPPRQ VWRFN KHOG HL RXKUVGIWDNEROHY XB5R® [HRDHW HI M AXRY LWWRAFIN RSWLRQV WKDV

EHFRPH H[HUFLVDEOH ZLWKLQ GD\V RI VXFK GDWH
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DESCRIPTION OF CAPITAL STOCK

8SRQ WKH FORVLHQULRU WKXY BXWKRUL]JHG FDSLWDO VWRFN ZLOO FRQVLVW RI VKI
VKDUHVY Rl SUHIHUUHG VWRFN SDU YDOXH SHU VKDUH

$V RI 2FWREHU ZH KDG RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ VWRFN KHO(

R1 VKDUHV RI SUHIHUUHG VWRFN RXWVWDQGLQJ DV RI 2FWREHU LQWR VKDU

FRPPRQ VWRFN RXWVWDQGLQJ DV RI 2ZFWREHU DQG DVVXPLQJ WKH FRQYHUVLRQ R
VKDUHV RI FRPPRQ VWRFN RXWVWDHQUAIQQII XSRQ WKH FORVLQJ RI WKLV RI

$V RI 2FWREHU WKHUH ZHUH VKDUHV RI FRPPRQ VWRFN VXEMHFW WR RXWV\

VXEMHFW WR RXWVWDQGLQJ ZDUUDQWYV WR SXUFKDVH FRPPRQ VWRFN DQG VKDUHYV

SUHIHUUHG VWREFEN

7KH IROORZLQJ GHVFULSWLRQ RI RXU FDSLWDO VWRFN LV LQWHQGHG DV D VXPPDU\ RQO\
UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ DQG DP HIQHFEMG YDH) & SIRH)V W R W HOUFEQDIQ D\R GAK
DSSOLFDEOH SURYLVLRQV Rl WKH 'HO D ZDW B PHQGH® O&&KRBU SR UFDVWVRDRQDPHQGHG DQG UHVW
DPHQGHG DQG UHVWDWHG E\ODZV DUH ILOHG DV H[KLELWV WR WKH UHJLNWHDMULRQ WWDV
RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH Rl LQFRUSRUDWLRQ DV RXU FHUWLILFDWH Ff
E\ODZV

Common Stock

9RWLQJ ULJKWYV

+ROGHUV RI RXU FRPPRQ VWRFN DUH HQWLWOHG WR RQH YRWH IRU HDFK VKDUH RI FRPPI
VXEPLWWHG WR D YRWH RI VWRFNKROGHUYV ,Q WKH HOHFWLRQ RI GLUHFWRIUWVL BDQI YWURD G
GLUHFPXRUVYWRFNKROGHUV GR QRW KDYH FXPXODWLYH YRWLQJKROKBWV VLR IWK P DHRHUAWNL RR
DUH DEOH WR HOHFW DOO RI WKH GLUHFWRUV ,Q DOO RWKH U HBWMW R IU\H O RB & W BLRQRM
LQFRUSRUDWLRQ DQG RXU E\ODZV D PDMRULW\ YRWH RI FRPPRQ VWRFNKROGHUV LV JHC(
DQG E\OD2zV

'LYLGHQGV

+ROGHUV RI RXU FRPPRQ VWRFN DUH HQWLWOMHEBY WR\UEH HELHYFHO G UHIGGEQBXUUBDRMDUEA R GL L
IXQGY VXEMHFW WR DQ\ SUHIHUHQWLDO GLYLGHQG ULJKWV RI DQ\ SUHIHUUHG VWRFN WE
/ILTXLGDWLRQ

8SRQ RXU GLVVROXWLRQ OLTXLGDWLRQ RU ZLQGLQJ XS KROGHUV RI RXU FRPPRQ VWRF?M
WKH SD\PHQW RI DOO RXU GHEWY DQG RWKHU OLDELOLWLHY VXEMHFW WR WKH SUHIHUH:
2WKHU ULJKWV DQG SUHIHUHQFHYV

+ROGHUV RI RXU FRPPRQ VWRFN KDYH QR SUHHPSWLYH VXEVFULSWLRQ RU FRQYHUVLRQ
DSSOLFDEOH WR RXU FRPPRQ VWRFN 7KH ULJKWV SUHIHUHQFHY DQG SULYLOHJHV RH KWRI
E\ WKH ULJKWV RI WKH KROGHUV RI VKDUHV RI DQ\ VHULHYVY Rl SUHIHUUHG VWRFN WKDW Z

Preferred Stock

$V RI 2FWREHU WKHUH ZHUH VKDUHV RI RXU 6HULHV $ SUHIHUUHG VWREFN
VKDUHV RI RXU 6HULHYV & SUHIHUUHG VWRFN RKWMWDQBQQJRBWN § DMXGIL RO RAKIDQUHR
FROQOYHUWHG LQWR VKDUHV RI RXU FRPPRQ VWRFN RQ D RQH IRU RQH EDVLYV
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8SRQ WKH FORVLHQULRU WKXY RRDUG RI GLUHFWRUYV ZLOO EH DXWKRUL]JHG ZLWKRXW DFWL
DJJUHJDWH RI VKDUHV Rl SUHIHUUHG VWRFN LQ RQH RU PRUH VHULHYV 7KH ERDL
VKDUHV RI HDFK VHULHYVY DQG DQ\ RI LWV TXDOLILFDWLRQV OLPLWDWLRQV RU UHVWULFW
ZLWK YRWLQJ RU FRQYHUVLRQ ULBKWWWKDWYWRWRRO G DOHYHBRYHROWIPOHU ULJKWV RI WKH KRO
SUHIHUUHG VWRFN ZKLOH SURYLGLQJ IOH[LELOLW\ LQ FRQQHFWLRQ ZLWK SRVVLEOH IXW
FHUWDLQ FLUFXPVWDRFWVRIKBNEGDNKMHIHRU SUHYHQWLQJ D FKDQJH LQ FRQWURO RI RXU FF
FRPPRQ VWRFN 8SRQ WKHHEQRVYLOQR RIKWHHY RI SUHIHUUHG VWRFN ZLOO EH RXWVWDQGL(
RI SUHIHUUHG VWRFN

Warrants

$V Rl 2FWREHU ZH KDG ILYH ZDUUDQWY WR SXUFKDVH DQ DJJUHJDWH RI VKDUF
VKDUH (DFK RI WKHVH ZzDUUDQWY LV H{[HUFLVDEOH DW DQ\ WLPH RQ RU EHIRUH -XQH

$V RI 2FWREHU ZH KDG D ZDUUDQW WR SXUFKDVH VKDUHV RI RXU 6HULHV $ SL
ZzbuubQw LV HIHUFLVDEOH DW DQ\ WLPH RQ RU EHIRUH WKH HDUOLHU RI OHWREKJ 8SR®W\
RI WKIHWRQ®J WKLV ZDUUDQW ZLOO EHFRPH H[HUFLVDEOH IRU VKDUHV RI RXU FRPPR(
$V RI 2FWREHU ZH KDG D ZDUUDQW WR SXUFKDVH VKDUHV RI RXU 6HULHV % S
ZzbuubQw LV HIHUFLVDEOH DW DQ\ WLPH RQ RU EHIRUH WKH HDUOLHU RIHXD®J 8SRRUWKH
WKLWHRLQJ WKLV zDUUDQW ZLOO EHFRPH H[HUFLVDEOH IRU VKDUHV RI RXU FRPPRQ
$V RI 2FWREHU ZH KDG VHYHQ ZDUUDQWY WR SXUFKDVH DQ DJJUHJDWH RI VKI
RI SHU VKDUH (DFK RI WKHVH ZDUUDQWY LV H{HUFLVDEOH DW DQ\ WLPIH RIQQR UWEKHR H Hz
EHFRPH H[HUFLVDEOH IRU VKDUHY RI RXU FRPPRQ VWRFN

Registration Rights

:H DUH SDUW\ WR DQ DPHQGHG DQG UHVWDWHG UHJLVWUDWLRQ ULJKWYV DJUHHPHQW GD\
DUH HOQOWLWOHG WR GHPDQG )RUP 6 DQG SLJJ\EDFN UHJLVWUDWLRQ ULJKWV 6XFK VWRI
WKH ORFN XS SHUHBIGQIR Wb MK L/KRUHY (OLJLEOH IRU )XWXUH 6DOH /RFN XS DJUHHPHQWYV
'"HPDQG UHJLVWUDWLRQ ULJKWYV

$W DQ\ WLPH DIWHU WKH HDUOLHU RI '"HFHPEHU DHUG QJ GMDKW BRMOHEH WK IR IFDWR VQ QD W
VHFXULWLHY KDYH WKH ULJKW WR GHPDQG XV WR ILOH IRU QR PRUH WKDQ WZR WLPHV I
UHJLVWUDEOH VHFXULWLHV

JRUP 6 UHJLVWUDWLRQ ULJKWV

$IWHU WKH FORMNLQQB| WKHWRDGHUV RI DW OHDVW  SHUFHQW RI WKH UHJLVWUDEOH VF
QXPEHU RI UHJLVWUDWLRQ VWDWHPHQWY RQ )RUP 6 ISIWRQLUGHA MHK B WWKHKIHUMQ WL\W UDED |
WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP 6 H[FHHGV PLOOLRQ QHW RI XQGHUZULW
3LJJVEDFN UHJLVWUDWLRQ ULJKWV

.l ZH SURSRVH WR UHJLVWHU DQ\ Rl RXU VHFXULWLHV XQGHU WKH 6HFXULWLHV $FW RI
WKH KROGHUV RI UHJLVWUDEOH VHFXULWLHY DUH HQWLWOHG WR UHFHLYH QRWLFH RI VX
UHVDOH LQ WKH UHJLVWUDWLRQ VWDMNRBQLORHKDY 8 HUKK LW BKW RIRWKIHP RW WKH QXPE
UHJLVWUDWLRQ

([SHQVHV Rl UHJLVWUDWLRQ LQGHPQLILFDWLRQ

H DUH JHQHUDOO\ UHTXLUHG WR EHDU DOO UHJLVWUDWLRQ H[SHQVHV LQFXUUHG LQ FR(

GHVFULEHG DERYH RWKHU WKDQ XQGHUZULWLQJ FRPPLVVLRQVY DQG GLVFRXQWV 7KH DP
LQGHPQLILFDWLRQ SURYLVLRQV ZLWK UHVSHFW WR UHJLVWUDWLRQ ULJKWYV
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THUPLQDWLRQ RI UHJLVWUDWLRQ ULJKWYV

7KH GHPDQG )RUP 6 DQG SLJJ\EDFN UHJLVWUDWLRQ ULJKWV GHVFULEHG IBIERQH ZIQODGW
UHJLVWUDWLRQ ULJKWV RI D KROGHU RI UHJLVWUDEBHLVWRXOELOHLMM F2ZUDLGVHHS/LBE\LEHD U R
XQGHU 5XOH RI WKH 6HFXULWLHV $FW RI DV DPHQGHG

Anti-Takeover Effects of Delaware Law, Our Certificate of Incorporation and Our Bylaws

2XU FHUWLILFDWH Rl LQFRUSRUDWLRQ DQG E\ODZV LQF O KGHNVDRQ XREFHRX RD BWWRIYSNUR R @ WA
WHQGIHW\WRIRU RWKHU XQLODWHUDO WDNHRYHU SURSRVDOV WR QHJRWLDWH ZLWK RXU ER
7KHVH SURYLVLRQV LQFOXGH WKH LWHPV GHVFULEHG EHORZ

(OHFWLRQ DQG UHPRYDO RI GLUHFWRUYV

,Q DFFRUGDQFH ZLWK RXU FHUWLILFDWH RI LQFRUSRUDWLRQ RXU ERDUG LV GLYLGHG LQ
ZLWK RQH FODVV EHLQJ HOHFWHG HDFK \HDU E\ RXU VWRFNKROGHUV 2XU FHUWLILFDWH

FDXVH DQG RQONUPDWKHNHIYRWH RI WKH KROGHUV RI SHUFHQW RU PRUH RI WKH YRW|
VWRFN

1R ZULWWHQ FRQVHQW RI VWRFNKROGHUV
2XU FHUWLILFDWH RI LQFRUSRUDWLRQ SURYLGHV WKDW DOO VWRFNKROGHU DFWLRQV DU
PHHWLQJ DQG WKDW VWRFNKROGHUV PD\ QRW WDNH DQ\ DFWLRQ E\ ZULWWHQ FRQVHQW
OHHWLQJV RI VWRFNKROGHUYV
2XU E\ODZV SURYLGH WKDW VSHFLDO PHHWLQJV RI VWRFNKROGHUV PD\ RQO\ EH FDOIQRB
RXU ERDUG RI GLUHFWRUV SXUVXDQW WR D UHVROXWLRQ DGRSWHG E\ D PDMRULW\ RI WK
WR FDVW QRW OHVV WKDQ SHUFHQW Rl WKH YRWHV DW WKH PHHWLQJ ,Q DGGLWLRQ R
Rl VWRFNKROGHUV WR WKRVH PDWWHUV SURSHUO\ EURXJKW EHIRUH WKH PHHWLQJ
$GYDQFH QRWLFH UHTXLUHPHQWYV
2XU E\ODZV HVWDEOLVK DGYDQFH QRWLFH SURFHGXUHV ZLWK UHJDUG WR VWRFNKROGHU
GLUHFWRUV RU QHZ EXVLQHVV WR EH EURXJKW EHIRUH PHHWLQJV RI RXU VWRFNKROGHU"
EH WLPHO\ JLYHQ LQ ZULWLQJ WR RXU VHFUHWDU\ SULRU WR WK RV R HE-HNIMFWION HZ R X &KV VE K
RXU SULQFLSDOLFHW QWIW B HMV WKDQ WKH FORVH YR IGDX VAR WD RQLW K HVKID[@ MHWHKF O R V H
W GD\ SULRU WR WKH ILUVW DQQLYHUVDU\ RI WK H O QRO PH IR WV @ JFIRRQWDK B § U H DG IQ
E\ODZV 7KHVH SURYLVLRIHF WDRIKDYHFWKELJI WKH FRQGXFW RI FHUWDLQ EXVLQHVV DW |
7KHVH SURYLVLRQV PD\ DOVR GLVFRXUDJH RU GHWHU D SRWHQWLDO DFTXLUWURILRFN CRY
GLUHFWRUV RU RWKHUZLVH DWWHPSWLQJ WR REWDLQ FRQWURO RI RXU FRPSDQ\

$PHQGPHQW WR FHUWLILFDWH RI LQFRUSRUDWLRQ DQG E\ODZzZV

2XU FHUWLILFDWH RI LQFRUSRIUDRDWVRIQY B URRWMLBY RMKW MVHVWKKRFOGHUV RI DW OHDVW SHUI
RXWVWDQGLQJ VKDUHV RI RXU YRWLQJ VWRFN ZLOO EH UHTXLUHG WR DPHQG FHUWDLQ S
WKH VWUXFWXUH RI RXU ERDUG RI GLUHFWRUV VL]H RI RXU ERDUG RI GLUHFWRUV UHPR
FRQVHQW DQG FXPXODWLWYADWRWHQIRWKM BRI WKH KROGHUV RI DW OHDVW SHUFHQW F
VKDUHV RI RXU YRWLQJ VWRFN ZLOO EH UHTXLUHG WR DPHQG RU UHSHDO RIXUWPBVOIDYZH Y R
PDMRULW\ RI WKH G L UHH WWRAEW WKW QVIRQDRN OLPLWDWLRQV VHW IRUWK LQ WKH E\ODZzZV
%ODQN FKHFN SUHIHUUHG VWRFN

2XU FHUWLILFDWH RI LQFRUSRUDWLRQ SURYLGHYV IRU DXWKRUL]JHG VKDUHV RI SI
SUHIHUUHG VWRFN PD\ HQDEOH RXU ERDUIGFRO@WLRB FWVRR G VVW R XWHQ E HHJIQPIRWW HCAHSW WR RE
WHQGIHWSRIR[\ FRQWHVW RU RWKHUZLVH )RU H[DPSOH LI LQ WKH GXH H[HUFLVH RI LWV Il
D WDNHRYHU SURSRVDO LV QRW LQ WKH EHVW LQWHUHVWY RI XV RU RXU VWRFNKROGHUYV
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ZLWKRXW VWRFNKROGHU DSSURYBOLIQQ\RQH RWIRPRUKNWBDDRWDWWLIRRQV WKDW PLIJKW GLOXW
DFTXLUHU RU LQVXUJHQW VWRFNKROGHU RU VWRFNKROGHU JURXS ,Q WKLV UHJDUG RXL
HVWDEOLVK WKH ULJKWV DQG SUHIHUHQFHV RI DXWKRUL]JHG DQG XQLVVXHG VKDUHV RI S
GHFUHDVH WKH DPRXQW RI HDUQLQJYVY DQG DVVHWY DYDLODEOH IRU GLVWULEXWLRQ WR kK
DIHFW WKH ULJKWYV DQG SRZHUV LQFOXGLQJ YRWLQJ HRWWY CRHOWKHYH &RWEHUWY @QKBUP
FRQWURO RI XV

6HFWLRQ RI WKH '"HODZDUH *HQHUDO &RUSRUDWLRQ /DZ

8SRQ WKH FORVLHQULRUWAKH VZIROO EH VXEMHFW WR WKH SURYLVLRQV RI 6HFWLRWY D P HQ GHG
JHQHUDO 6HFWLRQ SURKLELWY D SXEOLFO\ KHOG '"HODZDUH FRUSRUDWLRQ IURP HQJD
D WKUHH \HDU SHULRG IROORZLQJ WKH WLPH WKDW WKLV XYW RN REKEHUXEFHORNN VWV RRELQ
SUHVFULEHG$P EXYHQHVYV FRPELQDWLRQ LQFOXGHV DWRHW RW KAUR P VOIOWH B WP RWKHU W
ILODQFLDO EHQHILW WR WKHQQWHWHYVWHEBHGNVRWRERRBOIGHU LVLDLSTHUNR @ Q& FD W R FH VK
ZLWKLQ WKUHH \HDUV SULRU WR WKH GHWHUPLQDWLRQ RI LOQWHUHVWHGCRWAL R B NKWRFROFANH U

8QGHU 6HFWLRQ D EXVLQHVV FRPELQDWLRQ EHWZHHQ D FRUSRUDWLRQ DQG DQ LQWH
IROORZLQJ FRQGLWLRQV

n EHIRUH WKH VWRFNKROGHU EHFDPH LQWHUHVWHG WKH ERDUG RI GLUHFWRUV RI W
WUDQVDFWLRQ ZKLFK UHVXOWHG LQ WKH VWRFNKROGHU EHFRPLQJ DQ LQWHUHVWH

n  XSRQ FRQVXPPDWLRQ RI WKH WUDQVDFWLRQ ZKLFK UHVXOWHG LQ WHHH LVYWRHFEBIH R\ £
RZQHG DW OHDVW SHUFHQW RI WKH YRWLQJ VWRFN Rl WKH FRUSRUDWLRQ RXWVV
SXUSRVHV RI GHWHUPLQLQJ WKH YRWLQJ VWRFN RXWVWDQGLQJ MVKBMHYV RANG &S
SODQV LQ VRPH LQVWDQFHV RU

n DW RU DIWHU WKH WLPH WKH VWRFNKROGHU EHFDPH LQWHUHVWHG WKH EXVLQHVV
FRUSRUDWLRQ DQG DXWKRUL]JHG DW DQ DQQXDO RU VBUFDQ YPHH M RW® JRR | DWK 8 HDWV/R
RXWVWDQGLQJ YRWLQJ VWRFN ZKLFK LV QRW RZQHG E\ WKH LQWHUHVWHG VWRFNK

$ '"HODZDUH FRUSRUDWLRQ PD\ RSW RXW RI WKHVH SURYLVLRQV ZLWK DQ H[SUHVV SURY
LQ LWV FHUWLILFDWH RI LQFRUSRUDWLRQ RU ENODZV UHVXOWLQJ IURP D VWRFNKROGHUYV
VKDUHW KDYH QRW RSWHG RXW RI WKHVH SURYLVLRQV $V D UHVXOW PHUJHUV RU RWKHL
RU SUHYHQWHG

'HODZDUH DV VROH DQG H[FOXVLYH IRUXP

2XU FHUWLILFDWH Rl LQFRUSRUDWLRQ SURYLGH WKDW XQOHVV ZH FRQVHQW LQ ZULWLQ.
VKDOO WR WKH IXOOHVW HE[AW W@W $ROFLMQGHB[E®XOWDZYH IRUXP IRU L DQ\ GHULYDWLYH I
LL DQ\ DFWLRQ DVVHUWLQJ D FODLP RI| E RHDREW KRH U7 LIVGIX Z IDEY VRG RAVQU R&ZHLEHEWRRY RRA K H
WR XV RU RXU VWRFNKROGHUV LLL DQ\ DFWLRQ DVVHUWLQJ D FODLP DJDLQVW XV DULV
DV DPHQGHG RU RXU FHUWLILFDWH RI LQFRUSRUDWLR @ @IREFGIDRY GHW HUP\LRFWULRE YWRC
LQFRUSRUDWLRQ RU E\ODZV RU Y DQ\DFWLRQ DVVHUW LRRHL ¥ RIL A POSIDR \G\HW X R YR D Bl
GRFWULQH

The NASDAQ Global Market Listing
:H KDYH DSSOLHG IRU OLVWLQJ RI RXU FRPPRQ VWRFN RQ 7KH 1$6'$4 *OREDO ODUNHW XC(

Transfer Agent and Registrar
7KH WUDQVIHU DJHQW DQG UHJLVWUDU IRU RXU FRPPRQ VWP GNVHVYV LV 7KH WUDQVII
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SHARES ELIGIBLE FOR FUTURE SALE

SULRU WRHWIKQY MKHUH KDV EHHQ D OLPLWHG SXEOLF PDUNHW IRU RXU FRPPRQ VWRFN I
FRPPRQ VWRFN ZLOO GHYHORS RUHEPH QXVWWXQHGY D OMVURW KKXE\VRWDQWLDO QXPEHUV RI VI
LVVXHG XSRQ H[HUFLVH RI RSWLRQV LHWKH SREOLKH DQWHWLE DAMHUR @/ IRL \WAKIRN P DVUDNGHNW £
RXU FRPPRQ VWRFN SUHYDLOLQJ IURP WLPH WR WLPH DQG FRXOG LPSDLU RXU DELOLW\ Vv

8SRQ FRPSOHWLRQLIRIJIWKHVZROO KDYH RXWVWDQGLQJ VKDUHV RI FRPPRQ VWRFN

$00 RI WKH VKDUHWY WVIRDIGZLQ WEHVIRHHO\ WUDGDEOH ZLWKRXW UHVWULFWLRQDLOQGMWUHW K
WHUP LV GHILQHG LQ 5XOH $XWGHU WKH 6WKDXWHWRHWVRPPRQ VWRFNIWRLBHE RXOW E B QG
UHVWULFWHG VHFXULWLHY DV WKDW WHUP LV GHILQHG XQGHU 5XOH DQG ZLOO EH V
SURVSHFWXV DOO RI WKHVH VKDUHVY ZLOO TXDOLI\ IRU UHVDQ&ELOQWGEHU 5X0OH H[FOXGL

5HVWULFWHG VHFXULWLHYV PD\ EH VROG LQ WKH SXEOLF PDUNHW RQO\ LI WKH\ KDYH EHH
5X0OH RU XQGHU WKH 6HFXULWLHV $FW ZKLFK DUH VXPPDUL]JHG EHORZ

Rule 144

,Q JHQHUDO XQGHU 5XOH XQGHU WKH 6HFXULWHREWB¥W GHDNWIH RQ LVPKH  UGHD LW W ILADRALL RVGK
SURVSHFWXV LV D SDUW D SHUVRQ RU SHUVRQV ZKRVH VKDUHV DUHCLDWHJIRWRIU VZRR L
WKH WKUHH PRQWKY SUHFHGLQJ D VDOH DQG ZKR KDV EHQHILFLDOO\ RZQHG UHVWULFW#
LQFOXGLQJ DQ\ SHULRG RI FRQVHFXWL Y GRZDQMHE KIRSORBIHSWVH ZIRE DG EFRAQNLWOHG WR V
DYDLODELOLW\ RI FXUUHQW SXEOLFLIOQIRWR G VBIHRY PG KXW KD VS$EERG®IDFLDOO\ RZQHG UHV
5XOH IRU DW OHDVW RQH \HDU ZRXOG EH HQWLWOHG WR VHOO WKRVH VKDUHV ZLWKRX

$ SHUVRQ RU SHUVRQV ZKRVH VKDUHV DUH DJJUHQDMWHWIE RZKRX UV BBPAHKR WR \E B HIHDUF L
ZLWKLQ WKH PHDQLQJ RI 5XOH IRU DW OHDVW VL[ PRQWKY ZRXOG EH HQWLWOHG WR V
H[FHHG WKH JUHDWHU RI RQH SHUFHQW RI WKH WKHQ RXWVWDQGLQJ VKDUHV RI RXU FRP
UHSRUWHG WKURXJK 7KH 1%$6'$4 *OREDO ODUNHW GXULQJ WKH IRXU FDOHQGDU ZHHNV SUI
Rl VDOH SURYLVLRQV QRWLFH UHTXLUHPHQWY DQG WKH DYDLODELOLW\ RI FXUUHQW SXE

Rule 701

,Q JHQHUDO DQG VXEMHFW WR WKH WHUPV RI WKH ORFN X$FWJPRWVMHR WRX X GI®IS 0 BYHHY |
DGYLVRUV ZKR SXUFKDVHG VKDUHV IURP XV LQ FRQQHFWLRQ ZLWK D TXDOLILHG FRPSHQ\
WKRVH VKDUHV  GD\V DIWHU WKH GDWH RI WKLV SURVSHFWXV LQ UHOLDQFH RQ 5XOH
UHVWULFWLRQV FRQWDLQHG LQ 5XOH

Lock-Up Agreements

H RXU H[HAXMHWYW RQG FHUWDLQ KROGHUV RI RXU RXWVWDQGLQJ FDSLWDO VWRFN KDY}
LQGLUNFWEBUFRRQWUDFW RU JUDQW DQ\ RSWLRQ WR VHOO LGNWOECINR@QVRBHY \BXOHH T
WKH PHDQLQJ RI 5XOH D O K XQGHU WKH 6HFXULWLHV ([FKDQJH $FW RI DV DPHQGH!
RSWLRQV RU ZDUUDQWV WR DFTXLUH VKDUHV RI FRPPRQ VWRFN RU VHFXULWLHV H[FKDQ
FXUUHQWO\ RU KHUHDIWHU RZQHG HRWKSME 8L UG\FRQ GRAD EH @I LRIWBQWLRQ WR
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GR DQ\ RI WKH IRUHJRLQJ IRU D SHULRG RI GD\V DIWHU WKH GDWH RINUKIHW SR D QIEF M
6ZzDQQ //& 7KLV UHVWULFWLRQ WHUPLQDWHY DIWHU WKH FORVH RI WUDGLQJ RI WKH FRP
SURVSHFWXWLHWI//& DQG /HHULQN &2 DWRHLE FROH GLVFUHWLRQ DQG DW DQ\ WLPH RU IUF

GD\ SHULRG UHOHDVH DOO RU DQ\ SRUWLRQ RI WKH VHFXULWLHYVY VXEMHFW WR ORFN X
XQGHUZULWHUYV DQG DQ\ RI RXU VKDUHKROGHUV ZKR ZLOO H[HFXWH D ORFN XS DJUHHPH!I
WKH ORFN XSHSKIDNYREQWHUHG LQWR D VLPLODU DJUHHPHQW ZLWK WKH UHSUHVHQWDWLY
LVVXH VKDUHV RI RXU FRPPRQ VWRFN IRU FHUWDLQ VWUDWHJILF SXUSRVHV
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MATERIAL U.S. FEDERAL TAX CONSEQUENCES FOR NON-U.S. HOLDERS OF COMMON STOCK

7KH IROORZLQJ LV D VXPPDU\ RI WKH PDWHULDO 8 6 IHGHUDO LQFRPH DQG HVWDWH WD]
FRPPRQ VWRFN E\ QRQ 8 6 KROGHUV DV GHILQHG EHORZ PFKWRLQ4 WLFRK® KR RE WV X RIR FR®@ R/RA
DVVHWV JHQHUDOO\ IRU LQYHVWPHQW 7KLV GLVFXVVLRQ LV EDVHG RQ FXUUHQWO\ H[L\
DSSOLFDEOHBVXUA UHIXODWLRQV SURMXGUBPMDHIG CHKHVHRQGHMWG UXOLQJIJY DQG SURQRXQ
6HUYLFH RU WKH JHFEWRQ WKHGBWH KHUHRI DQG DOO RI ZKLFK DUH VXHHMWF\WR UVRX EEHROHE(
LQWHUSUHWDWLRQ 7KLV GLVEFXVVLRQ GRHVY QRW DGGUHVV DOO WKH WD[ FRQVHTXHQFHV
FLUFXPVWDQFHY RU WR KROGHUV VXEMHFW WR VSHFLDO WUHDWPHQW XQGHU 8 6 IHGHUI
FRPSDQLHV WD[ H[HPSW RUJDQL]DWLRQV FRQWUROOHG IRUHLJQ FRUSRUDWLRQV SDVVL
HOQWLWLHYV WUHDWHG DV VXFK IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV DQG WKHLU Sbuw
WHUP UHVLGHQWY RU SHUVRQV ZKR KDYH DFTXLUHG RXU FRPPRQ VWRFN DV SDUW RI D V!
LQYHVWPHQW 7KLV GLVFXVVLRQ GRHV QRW DGGUHVV WKH VWDWH ORFDO RU IRUHLJQ W
RZQHUVKLS DQG GLVSRVLWLR@RR IDRHUXRRPMERY RVWREMX QW \RXU RZQ WD[ DGYLVRU UHJDU
RZQLQJ DQG GLVSRVLQJ RI RXU FRPPRQ VWRFNIHBEW ZRH X D V WKW HD SORFICF® RIVO LRMAHRL.QG W I

$V XVHG LQ WKLV GLVFXVVLRQ WKH WHUP QRQ 8 6 KROGHU UHIHUV WR D EHQHILFLDO F
QRW

n DQ LQGLYLGXDO ZKR LV D FLWL]JHQ RU UHVLGHQW RI WKH 8 6

n FRUSRUDWLRQ RU RWKHU HQWLW\ WD[DEOH DV D FRUSRUDWLRQ FUHDWHG RU RUJ
'LVWULFW RI &ROXPELD RU RWKHUZLVH WUHDWHG DV VXFK IRU 8 6 IHGHUDO LQFRP

n DQ HVWDWH WKH LQFRPH RI ZKLFK LV VXEMHFW WR 8 6 IHGHUDO LQFRPH WD[ UHJD

n D WUXVW D ZLWK UHVSHFW WR ZKLFK D FRXUW ZLWKLQ WKH 8 6 LV DEOH WR H[HU
8 6 SHUVRQV KDYH WKH DXWKRULW\ WR FRQWURO DOI® EW \D WOEOMWVEDIOWH.VOLB B FX Y G
7TUHDVXU\ UHJXODWLRQV WR EH WUHDWHG DV D 8 6 SHUVRQ

$Q LQGLYLGXDO PD\ EH WUHDWHG DV D UHVLGHQW RI WKH 8 6 DPRQJ RWKHU zZD\V LI SU
DJJUHIJDWH RI DW OHDVW GD\V GXULQJ WKH WKUHH \HDU SHULRG HQGLQJ LQ WKDW FD
FXUUHQWQHDWKLUG RI WKH GD\V SUHVHQW LQ WKH LPPHGLDWHO\ SUHFHGLQJ \HDU DQG F

,] D SDUWQHUVKLS RU RWKHU HQWLW\ RU DUUDQJHPHQW WUHDWHG DV D SDUWQHUVKLS I
WUHDWPHQW RI D SDUWQHU ZLOO JHQHUDOO\ GHSHQG XSRQ WKH VWDWXV RI WKH SDUWQ
KROGLQJ RXU FRPPRQ VWRFN ZH XUJH \RX WR FRQVXOW \RXU RZQ WD[ DGYLVRU

Dividends

:H GR QRW DQWLFLSDWH SD\LQJ GLYLGHQGY RQ RXU FRPPRQ VWRFN LQ WKH IRUHVHHDEC
SURVSHFWXV ,I ZH PDNH D GLVWULEXWYR G RVPHIQMVRIL O O RFRHQMW LW XWH GLYLGHQGV IRU
FXUUHQW RU DFFXPXODWHG HDUQLQJV DQG SURILWYV DV GHWR UWPKIQ HEWXHIGBMH W B R6V H HSLHAY
RXU FXUUHQW DQG RXU DFFXPXODWHG HDUQLQJY DQG SURILWY WKH\ ZLOO FRWQ EDVVMVX VG
FRPPRQ VWRFN EXW QRW EHORZ ]JHUR DQG WKHQ ZLOO EH WUHDWHG DV JDLQ IURP WKH
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'LYLGHQGV SDLG E\ XV WR WRQWR® 8 [ VWKHR@W MWUHDWHG DV GLYLGHQGV IRU 8 6 IHGHUDO L
IHGHUDO ZLWKKROGLQJ WD[ DW D SHUFHQW UDWH XQOHVV L DQ DSSOLFDEOH LQFRPH
SURYLGHV XV ZLWK DQ ,56 )RUP : %(1 RU VXFFHVVRU IRUP SURSHUO\ FHUWLI\LQJ LWV H
HIHFWLYHO\ FRQQHFWHG ZLMWKRD ®RFNVSRI KRWBKWH RU EXVLQHVY LQ WKH 8 6 DQG ZKHUH
DWWULEXWDEOH WR D 8 6 SHUPDQHQW HVWDBGLWKPHDRQ R8I 6/ XKEROBRIQY 8 6 RKRG B¥ XRUZ LW
VXFFHVVRU IRUP ,Q WKH ODWWHU FDVH D QRQ 8 6 KROGHU JHQHUDOO\ ZLOO EH VXEMH
VDPH PDQQHU DV D 8 6 SHUVRQ XQOHVV RWKHUZLVH SURBWGIGAMA R @IRID P $S @ RIOIEEHIH W Q"
PD\ EH VXEMHFW WR D EUDQFK SURFM\LW M®\[ FRRQ QW ¥ VWDHE H3L WD HQG LQFRPH DW D UDWH F
DSSOLFDEOH LQFRPH WD[ WUHDW\ ,I D QRQ 8 6 KROGHU LV HOLJLEOH IRU D UHGXFHG U]
VXFK QRQ 8 6 KROGHU PD\ REWDLQ D UHIXQG RI DQ\ H[FHVV DPRXQW ZLWKKHOG E\ WLPH(

Sale, Exchange or Other Disposition

*HQHUDDQRQ 8 6 KROGHU ZLOO QRW EH VXEMHFW WR 8 6 IHGHUDO LQFRPH WD[ RQ JDLQ
FRPPRQ VWRFN XQOHVV L VXFK QRQ 8 6 KROGHU LV DQ LQGLYLGXDO SUHVHQW LQ WKH
RWKHU GLVSRVLWLRQ DQG FHUWDLQ RWKHIHFWRQGH®\. RRY QCHFW PIBW L WY RRIGHS X0ERVDAL YD HURK
EXVLQHVV LQ WKH 8 6 DQG ZKHUH D WD[ WUHDW\ VR SURYLGHV WKH JDLQ LV DWWULEXV
LLL ZH DUH RU KDYH EHHQ D 8 6 UHDO SURSHUW\ KROGLQJ FRUSRUDWLRQ IRU 8 6 IHG
\HDU SHULRG HQGLQJ RQ WKH GDWH RI GLVSRVLWLRQ RU WKH SHULRG WKDW WKH QRQ 8 !
FHDVHG WR EH WUDGHG RQ DQ HVWDEOLVKHG VHFXULWLHV PDUNHW SULRU WR WKH EHJ
GLVSRVLWLRQ RFFXUV RU E WKH QRQ 8 6 KROGHU RZQV DFWXDOO\ RU FRQ\EWMOX FWH YW
QRW D 8 6 UHDO SURSHUW\ KROGLQJ FRUSRUDWLRQ DQG ZH GR QRW DQWLFLSDWH EHFR

$ QRQ 8 6 KROGHU GHVFULEHG LQ L DERYH ZLOO EH UHTXLUHG WR SD\ D IODW  SHUFH
LQFRPH WD[ WUHDW\ RQ WKH JDLQ GHULYHGVIHM FEWKHE WRXH FHKEBK LMDOPOREWHRI $ QRC
LL DERYH ZLOO EH UHTXLUHG WR SD\ WD[ RQ WKH QHW JDLQ GHULYHG IURP WKH VDOH X
QRQ 8 6 KROGHUV GHVFULEHG LQ LL PD\ EH VXEMHFW WR WKH EUDQFK SURILWYV WD[ DW
DSSOLFDEOH LQFRPRIQWDE WKRHIBMHUY VKRXOG FRQVXOW DQ\ DSSOLFDEOH LQFRRHHQMN BXC

Federal Estate Tax

&RPPRQ VWRFN RZQHG RU WUHDWHG DV RZQHG E\ DQ LQGLYLGXDO ZKR LV D QRQ 8 6 KRC
LQGLYVLGYROV HVWDWH IRU 8 6 IHGHUDO HVWDWH WD[ SXUSRVHV DQG PD\ EH VXEMHFW W
SURYLGHV RWKHUZLVH

Information Reporting and Backup Withholding

,QIRUPDWLRQ UHSRUWLQJ DQG EDFNXS ZLWKKROGLQJ DW WKH WKHQ DSSOLFDEOH UDWH
UHVSHFW WR RXU FRPPRQ VWRFN XQOHVV WKH QRQ 8 6 KROGHU FHUWLILHY DV WR LWV
HVWDEOLVKHY DQ H[HPSWLRQ DQG FHUWDLQ RWKHU FRQGLWLRQV DUH VDWLVILHG 3XUV)>
DOVR PDNH WKHVH LQIRUPDWLRQ UHSRUWY DYDLODECGHR XWMRWWD RDXWKRGHYEHV%AQFWKE DL
DGGLWLRQDO WD[ $Q\ DPRXQWV ZLWKKHOG XQGHU WKH EDFNXS ZLWKKROGLQJ UXOHV I1UI
RU D FUHGLW DJDLQVW WXBK6 QR @ WD XRQE R BK RWDL[GHIIGD WIKDIWVWKH UHTXLUHG LQIRUPDWI
RWKHU DSSOLFDEOH UHTXLUHPHQWY DUH VDWLVILHG
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FATCA Withholding

7KH )RUHLJQ $AFKKMSMIZDQSHSFWLQO LPSRVH D 8 6 IHGHUDO ZLWKKROGLQJ WD[ Rl SHLU
LQVWLWXWLRQV LQYHVWPHQW IXQGY DQG RWKHU QRQ 8 6 SHUVRQV WKDW IDLO WR FRP¢
SHUWDLQLQJ WR WKHLU GLUHFW DQG LQGLUHFW 8 6 VHFXULW\KROGHUV DQG RU 8 6 DFF
SURFHHGV IURP WKH VDOH RU RWKHU GLVSRVLWLRQ RI RMH DRRARP RS VX\OFOANL BQ@\G HW KUL N FZAHL
SD\PHQWV Rl GLYLGHQGV RQ RXU FRPPRQ VWRFN PDGH RQ RU DIWHU -XO\ DQG WR S
RXU FRPPRQ VWRFN PDGH RQ RU DIWHU -DQXDU\ 3URVSHFWLYH LQYHVWRUV DUH HC
SRVVLEOH LPSOLFDWLRQV RI WKLV OHJLVODWLRQ RQ WKHLU LQYHVWPHQW LQ RXU FRPPR

7KH SUHFHGLQJ GLVFXVVLRQ RI 8 6 IHGHUDO LQFRPH WD[ FROAVINGRBWWIBR Y AYLRU (hEX
VKRXOG FRQVXOW LWV RZQ WD[ DGYLVRU UHJDUGLQJ WKH SDUWLFXODU 8 6 IHGHUDO VW
GLVSRVLQJ RI RXU FRPPRQ VWRFN LQFOXGLQJ WKH FRQVHTXHQFHV RI DQ\ SURSRVHG FKI
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UNDERWRITING

6XEMHFW WR WKH WHUPV DQG FRQGLWLRQV VHW IRUWK LQ WKH XQGHUZUHWLLH\N /D& UHMHEP H
6zDQQ //& DV WKH UHSUHVHQWDWLYHV RI WKH XQGHUZULWHUY QDPHGHBHHOQR ZZBIQKED WHK HD M
WR WKH XQGHUZULWHUV DQG HDFK RI WKH XQGHUZUWW HXW KDNVVBJ UG X W HW K & DUWOHOA SIHE ¢
FRPPRQ VWRFN VKRZQ RSSRVLWH LWV QDPH EHORZ

UNDERWRITER NUMBER OF SHARES
-HIHULHYV //&

/HHULQN 6ZDQQ //&

6WLIHO 1LFRODXVQFRRRSFOUDWHG

TRWDO

7KH XQGHUZULWLQJ DJUHHPHQW SURYLGHY WKDW WKH REOLJDWLRQV RI WKH VHYHUDO X
UHFHLSW E\ WKH XQIGHHIAU LMHHUW/L RIFRWHY DQG OHJDO RSLQLRQV DQG DSSURYDO RI FHUV
DJUHHPHQW SURYLGHV WKDW WKH XQGHUZULWHUV ZLOO SXUFKDVH DOO RI WKH VKDUHYV |
WKH XQGHUZULWLQJ DJUHHPHQW SURYLGHV WKDW WKH SXUFKDVH FRPPLWPHQWYV RI WKH
DJUHHPHQW PD\ EH WHUIPMLH) DWHEHG WR LQGHPQLI\ WKH XQGHUZULWHUY DQG FHUWDLQ RI
LQFOXGLQJ OLDELOLWLHV XQGHU WKH 6HFXULWLHYV $FW DQG WR FRQWULEXWH WR SD\PH
OLDELOLWLHYV

7KH XQGHUZULWHUV KDYH DGYLVHG XV WKDW UR®IO RZK IPVJ AXKK FRW SO H Y WRH@ & IWARKE D NRH L
SHUPLWWHG E\ DSSOLFDEOH ODZV WK XJHINODWIWVROYWYV PRIZAHYRW REOLJDWHG WR GR VR |
PDUNHW PDNLQJ DFWLYLWLHY DW DQ\ WLPH ZLWKRXWQQ RDNVIVEH) DQ APMKHRLQ E R OH YGILQ/ BWHWR
PDUNHW IRU WKH FRPPRQ VWRFN WKDW \RX ZLOO EH DEOH WR VHOO DQ\ RI WKH FRPPRQ
UHFHLYH ZKHQ \RX VHOO ZLOO EH IDYRUDEOH

7KH XQGHUZUUWHUQYIJDWKIHRYKDUHY Rl FRPPRQ VWRFN VXEMHFW WR WKHLU DFFHSWDQFH R
VDOH 7KH XQGHUZULWHUV UH YV HRD/GF W& R Ul IRKBIMWRRWZKMW E&BOFZF DQG WR UHMHFW RUGHU
XQGHUZULWHUV KDYH DGYLVHG XV WKDW WKH\ GR QRW LQWHQG WR FRQILUP VDOHV WR D

Commission and Expenses

7KH XQGHUZULWHUV KDYH DGYLVHGHXWWKDWKDMKH BURBRVRQVRWRFN WR WAKH GXBSOLFH W
WKH FRYHU SDJH Rl WKLV SURVSHFWXV DQG WR FHUWDLQ GHDOHUV ZKLFK PD\ LQFOXGH
SHU VKDUH RI FRPPRQ VWRFN 7 KHD & QFGHHUWZIJLLQV B H D GIEDG\D BFORRZHD OOREZ WKH FRQFH
SHU VKDUH Rl FRPPRQ VWRFN WR FHUW DH QLBUR WHUVL Q@S LEHD BKIERH. FARIGIFH WK HR R
GHDOHUV PD\ EH UHGXFHG E\ WKH UHSUHVHQWDWLYHV 1R VXFK UHGXFWLRQ ZLOO FKDQJ
FRYHU SDJH RI WKLV SURVSHFWXYV
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7KH IROORZLQJ WDEOH MKRAI BKHFFHXBOHLHF ROGHUZULWLQJ GLVFRXQWY DQG FRPPLVVLRQ

SURFHHGY EHIRUH H[SHQVHV WR XVWURQBROGRHKWPRGQWW KO WHK MKRZQ DVVXPLQJ ERWK Q
XQGHUZULWHUYVY RSWLRQ WR SXUFKDVH DGGLWLRQDO VKDUHYV

PER SHARE TOTAL
WITHOUT WITH WITHOUT WITH
OPTION TO OPTION TO OPTION TO OPTION TO
PURCHASE PURCHASE PURCHASE PURCHASE
ADDITIONAL ADDITIONAL ADDITIONAL ADDITIONAL
SHARES SHARES SHARES SHARES

SXEOLRWIQJ SULFH

8QGHUZULWLQJ GLVFRXQWY DQG FRPPLVVLRQV SDLG E\ XV
3URFHHGV WR XV EHIRUH H[SHQVHYV

:H HVWLPDWH H[SHQVHYV SD\DEOH E\ XMUWMFRRWKRAWMKQDDLWKHVKQGHRUZULWLQJ GLVFRXC(
EH DSSUR[LPDWHO\

Determination of Offering Price

SULRU WRHWIKKQY RMKHUH KDV QRW EHHQ D SXEOLF PDUNHWIRH [RXUWVERBPRDNESAWHR RNI R&JRRYX/
ZLOO EH GHWHUPLQHG E\ QHJRWLDWLRQV EHWZHHQ XV DQG WKH UHSUHVHQWDWLYHV $P
PDUNHW FRQGLWLRQV RXU ILQDQFLDO LQIRUPDWLRQ PDUNHW YDOXDWLRQV RI RWKHU F
HVWLPDWHYV RI RXU EXVLQHVV SRWHQWLDO WKH SUHVHQW VWDWH RI RXU GHYHORSPHQW

:H RHU QR DVVXUDQFHV WKDWWRHE SQLAMH ZOBXEFAURUIRYVSRQG WR WKH SULFH DW ZKLFK W
VXEVHTXHQWHVUR QUKRHURWKDW DQ DFWLYH WUDGLQJ PDUNHW IRU WKH FRIPBPR@QJVWRFN ZLO¢(

Listing
:HLQWHQG WR DSSO\ WR KDYH RXU FRPPRQ VWRFN DSSURYHG IRU OLVWLQJ RQ 7KH 1$6'¢
Stamp Taxes

./ \RX SXUFKDVH VKDUHV RHBRBPIRRQ WMRFEURVSHFWXV \RX PD\ EH UHTXLUHG WR SD\ VWI
SUDFWLFHV RI WKH FRXQWU\ RI SXHBKRQVHBULEHWD GGYWHRBQRWRVKKHRYHU SDJH RI WKLV SU

Option to Purchase Additional Shares

:H KDYH JUDQWHG WR WKH XQGHUZULWHUV DQ RSWLRQ H[HUFLVDEOH IRU GD\V IURP W
LQ SDUW XS WR DQ DJJUHJDWH RI I H WIKQ@WU SV LIFHR B W CRW WK IR G XEIOHL FRYHU SDJH R
GLVFRXQWV DQG FRPPLVVLRQV ,I WKH XQGHUZULWHUV H[HUFLVH WKLV RSWLRQ HDFK XC
D QXPEHU RI DGGLWLRQDO VKDUHV SURSRWUWLR QDS FKD WK BRPRQW IR H DWW WU § GRLID MRHE
H[HUFLVHG RQO\ LI WKH XQGHUZULWHUV VHOO PRUH VKDUHV WKDQ WKH WRWDO QXPEHU
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No Sales of Similar Securities

H RXU H[HAXMHWYW RQG FHUWDLQ KROGHUV RI RXU RXWVWDQGLQJ FDSLWDO VWRFN KDYt
LQGLUHFWO\

n VHOMHURRQWUDFW RU JUDQW DQ\ RSWLRQ WR VHOO LGNWOEICQNR@QVRBHY \BXOMHHT
ZLWKLQ WKH PHDQLQJ RI 5XOH D OK XQGHU WKH 6HFXULWLHV ([FKDQJH $FW RI

n RWKHUZLVH GLVSRVH RI DQ\ VKDUHV RI FRPPRQ VWRFN RSWLRQV RU ZDUUDQWYV W|
RU H[HUFLVDEOH IRU RU FRQYHUWLEOH LQWR VKDUHV RI FRPPRQ VWRFN RXWUHQW(

n SXEOLFO\ DQQRXQFH DQ LQWHQWLRQ WR GR DQ\ RI WKH IRUHJRLQJ IRU D SHULRG F
ZULWWHQ FROWVHGW RI&-BQG /HHULQN 6ZDQQ //&

7KLV UHVWULFWLRQ WHUPLQDWHY DIWHU WKH FORVH RI WUDGLQJ RI WKH FRPPRQ VWRFN

-HIHULHV //& DQG /HHULQN e€DDWRHLY WROH GLVFUHWLRQ DQG DW DQ\ WLPH RU IURP WLPF
UHOHDVH DOO RU DQ\ SRUWLRQ RI WKH VHFXULWLHVY VXEMHFW WR ORFN XS DJUHHPHQWYV
RXU VKDUHKROGHUV ZKR ZLOO H[HFXWH D ORFN XS DJUHHPHQW SURYLGLQJ FRQVHQW Wt

Stabilization

7KH XQGHUZULWHUV KDYH DGYLVHG XV WKDW SXUVXDQW WR 5HIJXODWLRQ 0 XQGHU WKH
SDUWLFLSDWH®LQ® RDKHHRUDJH LQ VKRUW VDOH WUDQVDFWLRQV VWDELOL]LQJ WUDQVDF
SHQDOW\ ELGV LQ FRQGHAVQUR @ KH WK D/F MLV RW HF W FRD \VRADD/EH @VIKJH Gl RU PDLQWDLQLQJ WK
DW D OHYHO DERYH WKDW ZKLFK PLJKW RWKHUZLVH SUHYDLO LQ WKH RSHQ PDUNHW (VW
RU QDNHG VKRUW VDOHYV

&RYHUHG VKRUW VDOHV DUH VDOHYV PDGH LQ DQ DPRXQW QRW JUHDWHU WKDQ WKH XQG
WKLWHRLQJ 7KH XQGHUZULWHUV PD\ FORVH RXW DQ\ FRYHUHG VKRUW SRVLWLRQ E\ HLWK
FRPPRQ VWRFN RU SXUFKDVLQJ VKDUHV RI RXU FRPPRQ VWRFN LQ WKH RSHQ PDUNHW ,Q
SRVLWLRQ WKH XQGHUZDRRGURWKEO WKQQUEHWKH SULFH RI VKDUHY DYDLODEOH IRU SX
DW ZKLFK WKH\ PD\ SXUFKDVH VKDUHV WKURXJK WKH RSWLRQ WR SXUFKDVH DGGLWLRQD!

I1DNHG VKRUW VDOHV DUH VDOHV LQ H[FHVV RI WKH RSWLRQ WR SXUFKDVH DGGLWLRQD(
QDNHG VKRUW SRVLWLRQ E\ SXUFKDVLQJ VKDUHV LQ WKH RSHQ PDUNHW $ QDNHG VKRUW
WKDW WKHUH PD\ EH GRZQZDUG SUHVVXUH RQ WKH SULFH RI WKH VKDUHV RI RXU FRRRRWY
LQYHVWRUV ZKR SXUHFWUDYH LQ WKLV RI

$ VWDELOL]LQJ ELG LV D ELG IRU WKH SXUFKDVH RI VKDUHV RI FRPPRQ VWRFN RQ EHKDO
RI WKH FRPPRQ VWRFN $ VIQGLFDWH FRYHULQJ WUDQVDFWLRQ LV WKH ELG IRU RU WKH ¢
UHGXFH D VKRUW SRVLWLRQ LQFXUUHG E\ WKHHQ®KHUBURMWHIY WR RREE HFSWURRKK 2 VW KWW E
SXUFKDVHV WR FRYHU WKH VIQGLFDWHRPWWRUWDAD/Q YV RD\KDLYHVW K@LKII WKH PDUNHW SUI
UHWDUGLQJ D GHFOLQH LQ WKH PDUNHW SULFH RI RXU FRPPRQ VWRFN $V D UHVXOW WK
RWKHUZLVH H[LVW LQ WKH RSHQ PDUNHW $ SHQDOW\ ELG LV DQ DUUDQJHPHQW SHUPLWVW
DFFUXLQJ WR D VIQGLFDWH PHPEHIHUQQRRIQQWHKM ER® PRW K WKHFNRRULJLQDOO\ VROG E\ VX
VIQGLFDWH FRYHULQJ WUDQVDFWLRQIBRWLWKBUBSIOROAH&GDRAHVR RV VBRIGQFDIWH PHPEHU
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IHLWKHU ZH QRU DQ\ RI WKH XQGHUZULWHUY PDNH DQ\ UHSUHVHQWDWLURBW W ISDW GA Kk M/ IV
GHVFULEHG DERYH PD\ KDYH RQ WKH SULFH RI RXU FRPPRQ VWRFN 7KH XQGHUZULWHUV
DQ\ RI WKH DFWLYLWLHY PD\ EH GLVFRQWLQXHG DW DQ\ WLPH

7KH XQGHUZULWHUY PD\ DOVR HQJDJH LQ SDVVLYH PDUNHW PDNLQJ WUDQVDFWLRQV LQ F
ZLWK 5XOH RI 5SHIXODWLRQ 0 GXULQJ D SHULIRM® \E RIR VD VHWM RA RWPKHOH\H RH RWIBRF IRPP R Q
HIWHQGLQJ WKURXJK WKH FRPSOHWLRQ RI GLVWULEXWLRQ $ SDVVLYH PDUNHW PDNHU P:
ELG RI WKDW RHEFXHIUWMIO LQGHSHQGHQW ELGY DUH ORZHUHWGEEBO RVK A HE IS® \P\NKIWWH \WRH RN+
VSHFLILHG SXUFKDVH OLPLWYV DUH H[FHHGHG

Electronic Distribution

$ SURVSHFWXV LQ HOHFWURQLF IRUPDW PD\ EH PDGH DYDLODEOH E\ H PDLO RU RQ WKH Z
XQGHUZULWHUNVNORDWHMWMHL WY WKRVH FDVHV SURVSHEMQAY WHOQRW\ROQRUQ P D\QCLRR\REH DOOR
XQGHUZULWHUV PD\ DJUHH ZLWK XV WR DOORFDWH D VSHFLILF QXPEHU RI VKDUHV RI FRF
DOORFDWLRQ IRU RQOLQH GLVWULEXWLRQV ZLOO EH PDGH E\ WKH XQGHUZULWHUVY RQ Wk
IRUPDW WKH LQIRUPDWLRQ RQ WKH XQGHUZULWHUY ZHE VLWHY DQG DQ\ LQIRUPDWLRQ
QRW SDUW RI WKLV SURVSHFWXV KDV QRW EHHQ DSSURYHG DQG RU HQGRUVHG E\ XV RU

Directed Share Program

$W RXU UHTXHVW WKH XQGHUZULWHUV KDYH IHUMMUYSEL FRIUXSDWR DW W K H VLKQD.WH\D @ | SKFE
GLUHFWRUV DQG RWKHU SHUVRQV DVVRFLDWHG ZLWK XV ZKR KDY HHMLSQUIH VP\KHGQX® ELHQUW R L
FRPPRQ VWRFN DYDLODEOH IRU VDOHIMR.@XKHBLH®D BEHDUIH S XEB GFWR) WHKHI RIWH QW WKHVH <
WKH SURJUDP $Q\ GLUHFWHG VKDUHMQR® EA\RWSKH RIQBHHUGE ZIL\W B UBHWRR WKH JHQHUDO SXE
([FHSW IRU FHUWDLQ SDUWLFLSDQWY ZKR KDYH HQWHUHG LQWR ORFN XS DJUHHPHQWYV D
VKDUH SURJUDP KDV DJUHHG WKDW IRU D SHULRG RI GD\V IURP DQG LQFOXGLQJ WKH
FRQVHQWHRILHM //& GLVSRVH RI RU KHGJH DQ\ VKDUHV RI FRPPRQ VWRFN RU DQ\ VHFXUL!
FRPPRQ VWRFN ZLWK UHVSHFW WR VKDUHV SXUFKDVHG LQ WKH SURJUDP )RU WKRVH SD
FRQWHPSODWHG DERYH WKH ORFN XS DJUHHPHQWY FRQWHPSODWHG WKHUHLQ VKDOO JR
SURJUDPHUHMHYVY //& LQ LWV VROH GLVFUHWLRQ PD\ UHOHDVH DQ\ Rl WKH VHFXUH \WMDNW DX B
LQGHPQLI\ WKH XQGHUZULWHUV DIJDLQVW FHUWDLQ OLDELOLWLHY DQG H[SHQVHV LQFOX
GLUHFWHG VKDUHV

Other Activities and Relationships

7KH XQGHUZULWHU DQIGOEBWMD LIURII IXWY MHUYLFH ILQDQFLDO LQVWLWXWLRQV HQJDJHG
FRPPHUFLDO DQG LQYHVWPHQW EDQ@NHYW RH@MWQF DO IHPHQOWR ULQYHVWPHQW UHVHDUFK
DQG EURNHUDJH DFWLYLWLHV 7KH XIQGHDWWVWKIY B Q U RRUMPIHOWRR MW P HDISHUIRUPHG D
FRPPHUFLDO DQG LQYHVWPHQW EDQNLQJ DQG ILQDIQPLD® BG YILRAR @ K VK YWLKEHHVUIHRFUH X V HI3Q
DQG H[SHQVHYV

,Q WKH RUGLQDU\ FRXUVH RI WKHLU YDULRXV EXVLQHVMIIOAWMWHWEBYV POWKH RQ GHUWZZ DWEH
DQG DFWLYHO\ WUDGH GHEW DQG HTXLW\ VHFXULWLHY RU UHODWHG GHULYDWLYH VHFXL
DQG IRU WKH DFFRXQWV Rl WKHLU FXVWRPHUV DQG VXFK LQYHVWPHQW DQG VHFXULWLH
RXUIDDALDWHY ,I WKH XQGHUZULWE& UMWV WIDHIHUDUEBM QIBEWIYHHODWLRQVKLS ZLWK XV WKl
FRQVLVWHQW ZLWK WKHLU FXVWRPDU\ ULVN PDQDJHPHQW S$ROULFWHY FBHKHEGGE HWNDUARLKN H LB
LQWR WUDQVDFWLRQV ZKLFK FRQVLVW RI HLWKHU WKH SXUFKDVH RI FUHGLW GHIDXOW V.
RXUIDALDWHY LQFOXGLQJ
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SRWHQWLDOO\ WKHIFBRB8RHMWERIPN-RIVKRUW SRVLWLRIGIVWRX®E WDH> WHWDGHQV CSIULFHW URH GV
KHUHEXH XQGHUZULWHUY DQG FHUMIDLOVRHWRBL D QHR/ FRPWXQHFDIWH LQGHSHQGHQW LQY
RU WUDGLQJ LGHDVY DQG RU SXEOLVK RU H[SUHVV LQGHSHQGHQW UHVHDUFK YLHZV LQ UH
UHFRPPHQG WR FOLHQWY WKDW WKH\ DFTXLUH ORQJ DQG RU VKRUW SRVLWLRQV LQ VXFI

Disclaimers About Non-U.S. Jurisdictions
(XURSHDQ (FRQRPLF $UHD
,Q UHODWLRQ WR HDFK PHPEHU VWDWH Rl WKH (XURSHDQ (FRQRPLF $UHD ZKLFK KDV LPS:!
RIHU WR WKH SXEOLF RI DQ\ FRPPRQ VKDUHWUKQ¥F K PQW HWPISHD IV W H N HEFE\WWKIL W ISR RRY SHFW XV

OHPEHU 6 WDWH H[FHSWWRKWWHD®XEOLF LQ WKDW 5HOHYDQW OHPEHU 6WDWH RI DQ\ FRPPF
IROORZLQJ H[HPSWLRQV XQGHU WKH 3URVSHFWXV 'LUHFWLYH LI WKH\ KDYH EHHQ LPSOH

D WR DQ\ OHJDO HQWLW\ ZKLFK LV D TXDOLILHG LQYHVWRU DV GHILQHG LQ WKH 3URVSHl
E WR IHZHU WKDQWKHRBHOHYDQW OHPEHU 6WDWH KDV LPSOHPHQWHG WKH UHOHYDQW SL
OHJDO SHUVRQV RWKHU WKDQ TXDOLILHG LQYHVWRUY DV GHILQHG LQ WKH 3URVSHFW
REWDLQLQJ WKH SULRU FRQVHQW RI WKH XQGHUZULWHUV RHWKRRHUIXQGHUZULWHUYV QRF
F LQ DQ\ RWKHU FLUFXPVWDQFHYV IDOOLQJ ZLWKLQ $UWLFOH RI WKH 3URVSHFWXYV 'LU

SURYLGHG WKDOWUQRI FRPRPRQ VKDUHV VKDOO UHTXLUH XV RU DQ\ RI WKH XQGHUZULWHUYV
BURVSHFWXV '"'LUHFWLYH RU VXSSOHPHQW D SURVSHFWXV SXUVXDQW WR $UWLFOH RI'W

YJRU WKH SXUSRVHV RI WKLV SURYLWUF®PWRE WKDWHHWY WRQWKH KXEOLF LQ UHODWLRQ WR
OHPEHU 6WDWH PHDQV WKH FRPPXQLFDWLRQ LQLFQH QRW P @ & G PED WLQR QP RHDNDKIRE WU ¥ RRA F
WR EI#HBHG VR DV WR HQDEOH DQ LQYHVWRU WR GHFLGH WR SXUFKDVH RU VXEVFULEH WR
OHPEHU 6WDWH E\ DQ\ PHDVXUH LPSOHPHQWLQJ WKH 3URVSHFWXV 'LUHFWLYH LQ WKDW 5
PHDQV 'LUHFWLYH (& DQG DPHQGPHQWY WKHUHWR LQFOXGLQJ WKH 3' $PHQGLQ
OHPEHU 6WDWH DQG LQFOXGHV DQ\ UHOHYDQW LPSOHPHQWLQJ PHDVXUH LQ WKH 5HOHY
PHDQV 'LUHFWLYH (8

8QLWHG .LQJGRP

7KLY SURVSHFWXV LV RQO\ EHLQJ GLVWULEXWHG WR DQG LV RQO\ GLUHFWHG DW SHUVR
RI $UWLFOH H RI WKH B3URVSHFWXV 'LUHFWLYH WKDW DUH DOVR L LQYHVWPHQW SUF
ODUNHWYV $FW JLOQDQFLDO 3URPRWLRQ 2UGHU DV DPHQGHG 2UGHU DQG RU LL

2UGHU DQG RWKHU SHUVRQV WR ZKRP LW PD\ ODZIXOO\ EH FRPPXQLFDWHG HDFK VXFK S|

7KLV SURVSHFWXV DQG LWV FRQWHQWY DUH FRQILGHQWLDO DQG VKRXOG QRW EH GLVWU
UHFLSLHQWY WR DQ\ RWKHU SHUVRQV LQ WKH 8QLWHG .LQJGRP $Q\ SHUVRQ LQ WKH 8QL
GRFXPHQW RU DQ\ RI LWV FRQWHQWYV
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LEGAL MATTERS

7KH YDOLGLW\ RI WKH VKDUIMWRG KRIPRJAHEQ Y¥MWARFEHRISDVVHG RQ IRU XV E\ RXOHRRXRQBHON 2
&HUWDLQ OHJDO PDWWHUV LQURERQ ZHPWLRID) D WKHW KLS/RRI IRU WKH XQGHUZULWHUV E\ OL
3& %RVWRQ ODVVDFKXVHWWYV
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EXPERTS

7KH ILQDQFLDO VWDWHPHQWY DV RI '"HFHPEHU DQG DQG IRU HDFK RI WKH WZR

WKLV SURVSHFWXV KDYH EHH® YOPGL YWBQG LE\G HORQ WMMW BHILVWHUHG SXEOLF DFFRXQWL
KHUHLQ 6XFK ILQDQFLDO VWDWHPHQWYV KDYH EHHQ VR LQFOXGHG LQ UHOLDQFH XSRQ WI
DQG DXGLWLQJ
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

:H KDYH ILOHG D UHJLVWUDWLRQ VWDWHPHQW RQ )RUP 6 ZLWK WKH 6HFXULWLHY DQG (
VWRHANWHG IRU VDOH ZLWK WKLV SURVSHFWXV 7KLV SURVSHFWXV ZKLFK FRQVWLWXWHYV
LQIRUPDWLRQ VHW IRUWK LQ WKH UHJLVWUDWLRQ VWDWHPHQW DQG WKH H[KLELWV WR W
ZH DUHRLQJ E\ WKLV SURVSHFWXV DQG UHODWHG PDWWHUV \RX VKRXOG UHYLHZ WKH Ut
UHJLVWUDWLRQ VWDWHPHQW 6WDWHPHQWY FRQWDLQHG LQ WKLY SURVSHFWXV DERXW W
WR WKH UHJLVWUDWLRQ VWDWHPHQW DUH QRW QHFHVVDULO\ FRPSOHWH DQG LQ HDFK L
DV DQ H[KLELW WR WKH UHJLVWUDWLRQ VWDWHPHQW $ FRS\ RI WKH UHJLVWUDWLRQ VWI
EH LOQOVSHFWHG ZLWKRXW FKDUJH DW WKH SXEOLF UHIHUHQFH IDFLOLWLHYV P DBBMRUAHHVY H G
:DVKLQJWRQ ' & DQG FRSLHV RI DOO RU DQ\ SDUW RI WKH UHJLVWUDWLRQ VWDWHP
&RPPLVVLRQ XSRQ SD\PHQW RI WKH SUHVFULEHG IHH ,QIRUPDWLRQ RQ WKH RSHUDWLRQ
6HFXULWLHY DQG ([FKDQJH &BRPLVVLRH) @&HF XULWLHV DQG ([FKDQJH &RPPLVVLRQ PDLQWD
SUR[\ DQG LQIRUPDWLRQ VWDWHPHQWY DQG RWKHU LQIRUPDWLRQ UHJDUGLQJ UHJLVWUD
7KH DGGUHVV RI WKH WIWMWFHIRXKKRDW D OVZRAUHTXHVW FRSLHV RI WKHVH ILOLQJYV DW QR FR)
WR 'LFHUQD 3KDUPDFHXWLFDOV ,QF S$UVHOMWHBWBHE QWO DAVMBDFKIXYHWWXLWH  $WIWHQ

:H DUH EHFRPH VXEMHFW WR WKH LQIRUPDWLRQ DQG SHULRGLF UHSRUWLQJ UHTXLUHPH(
ILOH SHULRGLF UHSRUWY DQG RWKHU LQIRUPDWLRQ ZLWK WKH 6HFXULWLHVY DQG ([FKDQJ
DYDLODEOH IRU LQVSHFWLRQ DQGFFHRS\$XQBECW WHIH UHQER QDG LILWLHY DQG ZHEVLWH RI
UHIHUUHG WR DEWRYK G WR IXUQLVK RXU VWRFNKROGHUV ZLWK DQQXDO UHSRUWV FRQWDI
DFFRXQWLQJ ILUP
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DICERNA PHARMACEUTICALS, INC.
INDEX TO FINANCIAL STATEMENTS

PAGE

5HSRUW RI .QGHSHQGHQW 5HJLYWHUHG 3XEOLF $FFRXQWLQJ )LUP )
%DODQFH 6KHHWYV DV Rl 'HFHPEHU '"HEFHPEHU DOG -XQH XQDXGLWHG
" XODXGLWHG )
BWDWHPHQWY RI 2SHUDWLRQV IRU WKH \HDUV HQGHG_'HFHPEHU '"HFHPEHU \
XQDXGLWHG DQG -XQH . XQDXGLWHG )
BWDWHPHQWY Rl 5HGHHPDEOH &RQYHUWLEOH 3UHIHUUHG 6WRFN DQG 6WRFA&ROGHUV 'H
"HFHPEHU DOG IRU WKH VL[ PROWKY HOGHG -XQH XQDXGLWHG )
BWDWHPHQWY RI &DVK JORZV IRU WKH \HDUV HOQGHG 'HFHPEHU '"HFHPEHU D
"XODXGLWHG DOG -XOH . XQDXGLWHG )

I1RWHYV WR J)LODQFLDO 6WDWHPHQWYV )
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

7R WKH %RDUG RI 'LUHFWRUV DQG 6WRFNKROGHUV RI
'LFHUQD 3KDUPDFHXWLFDOV ,QF
:DWHUWRZQ ODVVDFKXVHWWYV

H KDYH DXGLWHG WKH DFFRPSDQ\LQJ EDODQFH VKHHWYV Rl 'LFHUQD 3KDUPDFHXWLFDOV
UHODWHG VWDWHPHQWY Rl RSHUDWLRQV UHGHHPDEOHGHR QNIHW WRLE G H BVK IIDRZN G RAW R/IK
7KHVH ILQDQFLDO VWDWHPHQWY DUH WXH DO SRRNQ FL @XW\ IRH WB RIQ \RIRFPLSDLQX\ LV WR H[SL
VWDWHPHQWY EDVHG RQ RXU DXGLWYV

:H FRQGXFWHG RXU DXGLWV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3XEOLF &RP
UHTXLUH WKDW ZH SODQ DQG SHUIRUP WKH DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH
PLVWWDWHPHQW 7KH &RPSDQ\ LV QRW UHTXLUHG WR KDYH QRU ZHUH ZH HQJDJHG WR St
DXGLWV LQFOXGHG FRQVLGHUDWLRQ Rl LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL!
FLUFXPVWDQFHV EXW QRW IRU WKH SXUSR VI RW IHf B QHVVLRI WIORER D BRQ\ RROQW/KIHR G IR Y H |
$FFRUGLDH G\[SUHVV QR VXFK RSLQLRQ $Q DXGLW DOVR LQFOXGHV H[DPLQLQJ RQ D WHYV
WKH ILQDQFLDO VWDWHPHQWY DVVHVVLQJ WKH DFFRXQWLQJ SULQFLSOHV XVHG DQG VLJ
RYHUDOO ILQDQFLDO VWDMW EPBQWYSUMKEYWXWLRGLWY SURYLGH D UHDVRQDEOH EDVLYV

,Q RXU RSLQLRQ VXFK ILQDQFLDOLQVDIVOHPBI\G WWL S OHYHDIH FIMMVU OVKH ILQDQFLDO SRVLWL
&RPSDQ\ DV RI '"HFHPEHU DQG DQG WKH UHVXOWYV RI LWV RSHUDWLRQV DQG L
'"HFHPEHU LQ FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQFLSOHY JHQHUDOO\ DFFHSWHG |

V. '"HORLRFKH 7/3

%RVWRQ ODVVDFKXVHWWYV
1RYHPEHU
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DICERNA PHARMACEUTICALS, INC.
Balance Sheets
$V RI '"HFHPEHU DQG DQG -XQH
,Q WKRXVDQGYVY H[FHSW VKDUH GDWD DQG SDU YDOXH

PRO FORMA
DECEMBER 31, JUNE 30, JUNE 30,
2011 2012 2013 2013

8QDXGLWHG
ASSETS

&855(17 $66(76
&DVK DQG FDVK HTXLYDOHQWYV
5HVHDUFK DQG OLFHQVH DJUHHPHQW UHFHLYDEOH
3UHSDLG H[SHQVHV DQG RWKHU FXUUHQW DVVHWYV
7ZRWDO FXUUHQW DVVHWV
121&855(17 $66(76
3URSHUW\ DQG HTXLSPHQW QHW
5HVWULFWHG FDVK
2WKHU DVVHWYV

7TRWDO QRQFXUUHQW DVVHWV

7278/

LIABILITIES AND STOCKHOLDERS' DEFICIT
&855(17 /,$%,/,7,(6
$FFRXQWYV SD\DEOH
&XUUHQW SRUWLRQ RI ORQJ WHUP GHEW
%ULGJH ORDQ ILQDQFLQJ
"HIHUUHG UHYHQXH
"HIHUUHG UHQW
$FFUXHG H[SHQVHV DQG RWKHU FXUUHQW OLDELOLWLHYV
7ZRWDO FXUUHQW OLDELOLWLHYV
121&855(17 /,$%,/,7,(6
/RQJ WHUP GHEW QHW RI FXUUHQW SRUWLRQ
3UHIHUUHG VWRFN ZDUUDQW OLDELOLW\
‘"HIHUUHG UHYHQXH QHW RI FXUUHQW SRUWLRQ
'"HIHUUHG UHQW QHW RI FXUUHQW SRUWLRQ
7RWDO QRQFXUUHQW OLDELOLWLHYV
72781 1, $%./,7,(6
&200,70(176 $1' &217,1*(1&,(6 1RWH
5('((0$%/( &219(%,%/( 35()(55(' @R. 85
9$/8( $87+25,=(" 6+$5(6
6HULHV $ VKDUHV GHVLJQDWHG VKDUHV LVVXHG DQG RXWVWDQGLQJ DW 'HFHPEHU
DQG DQG -XQH XQDXGLWHG DQG QR VKDUHV LVVXHG DQG RXWVWDQGLQJ SUR IRUPD
XQDXGLWHG DJJUHJDWH OLTXLGDWLRQ SUHIHUHQFH RI DW 'HFHPEHU DQG DW
-XQH XQDXGLWHG
BHULHV % VKDUHV GHVLJQDWHG LVVXHG DQG RXWVWDQGLQJ DW 'HFHPEHU DQG DQG
-XQH XQDXGLWHG DQG QR VKDUHV LVVXHG DQG RXWVWDQGLQJ SUR IRUPD XQDXGLWHG
DJJUHIJDWH OLTXLGDWLRQ SUHIHUHQFH RI DW 'HFHPEHU DQG DW -XQH
XQDXGLWHG
672&.+2/'(56 '(),&,7
&RPPRQ VWRFN SDU YDOXH DXWKRUL]JHG VKDUHV LVVXHG DQG VKDUHV DW
‘"HFHPEHU DQG U HDSGH RWMMWHADD Q G L Q J DQG VKDUHV DW
‘"HFHPEHU DQG UHVSHFWLYHO\ LVVXHG VKDUHV DQG RXWVWDQGLQJ VKDUHV DW
-XQH XQDXGLWHG
$GGLWLRQDO SDLG LQ FDSLWDO
$FFXPXODWHG GHILFLW

7TRWDO VWRFNKROGHUV GHILFLW

7278/

6HH QRWHV WR ILQDQFLDO VWDWHPHQWYV
)
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DICERNA PHARMACEUTICALS, INC.

Statements of Operations
JRU WKH \HDUV HQGHG 'HFHPEHU DQG DQG IRU WKH VL[ PRQWKYV HQ
,Q WKRXVDQGV H[FHSW VKDUH GDWD DQG SHU VKDUH GDWD

YEAR ENDED DECEMBER 31, SIX MONTHS ENDED JUNE 30,
2011 2012 2012 2013
8QDXGLWHG

5HYHQXH
2SHUDWLQJ H[SHQVHV
5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH
7ZRWDO RSHUDWLQJ H[SHQVHV
/RVV IURP RSHUDWLRQV
2WKHU LQFRPH H[SHQVH
3UHIHUUHG VWRFN ZDUUDQW UHPHDVXUHPHQW
,QWHUHVW LQFRPH
,QWHUHVW H[SHQVH
7ZRWDO RWKHU LQFRPH H[SHQVH
1HW ORVV

/IHVV $FFUHWLRQ DQG GLYLGHQGY RQ UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG
VWREN

1HW ORVV DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV

1HW ORVV SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUYV %DVLF DQG
GLOXWHG

:HLIJKWHG DYHUDJH VKDUHVY RXWVWDQGLQJ %DVLF DQG GLOXWHG

3UR IRUPD QHW ORVY SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV
XQDXGLWHG %DVLF DQG GLOXWHG

3UR IRUPD ZHLJKWHG DYHUDJH VKDUHV RXWVWDQGLQJ XQDXGLWHG %DVLF
DQG GLOXWHG

6HH QRWHV WR ILQDQFLDO VWDWHPHQWYV
)
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DICERNA PHARMACEUTICALS, INC.

Statements of Redeemable Convertible Preferred Stock and Stockholders’ Deficit
JRU WKH \HDUVY HQGHG 'HFHPEHU
,Q WKRXVDQGYVY H[FHSW VKDUH GDWD DQG SDU YDOXH

DQG DQG IRU WKH VL[ PRQWKYV

SERIES A
REDEEMABLE
CONVERTIBLE

SERIES B
REDEEMABLE
CONVERTIBLE

COMMON STOCK

PREFERRED STOCK PREFERRED STOCK $0.0001 PAR ADDITIONAL TOTAL
$0.0001 PAR VALUE $0.0001 PAR VALUE VALUE PAID-IN ACCUMULATED STOCKHOLDERS’
SHARES AMOUNT SHARES AMOUNT SHARES AMOUNT CAPITAL DEFICIT DEFICIT

%$/$1&( -DQXDU\

$FFUHWLRQ RI SUHIHUUHG VWRFN
LVVXDQFH FRVWYV

$FFUXHG GLYLGHQGV

9HVWLQJ Rl UHVWULFWHG FRPPRQ
VWRFN

6DOH Rl UHVWULFWHG FRPPRQ
VWRFEN

6WRFN EDVHG FRPSHQVDWLRQ

(IHUFLVH RI FRPPRQ VWRFN
RSWLRQV

1HW ORVV

%$/$1&( '"HFHPEHU

$FFUHWLRQ RI SUHIHUUHG VWRFN
LVVXDQFH FRVWYV

$FFUXHG GLYLGHQGV

9HVWLQJ Rl UHVWULFWHG FRPPRQ
VWRFN

6WRFN EDVHG FRPSHQVDWLRQ

(IHUFLVH RI FRPPRQ VWRFN
RSWLRQV

1HW ORVV

%$/$1&( '"HFHPEHU

$FFUHWLRQ RI SUHIHUUHG VWRFN
LVVXDQFH FRVWYV
XQDXGLWHG

$FFUXHG GLYLGHQGV
XQDXGLWHG

9HVWLQJ Rl UHVWULFWHG FRPPRQ
VWRFN XQDXGLWHG

6WRFN EDVHG FRPSHQVDWLRQ
XQDXGLWHG

(IHUFLVH RI FRPPRQ VWRFN
RSWLRQV XQDXGLWHG

1HW ORVV XQDXGLWHG

%$/$1&( -XQH
XQDXGLWHG

6HH QRWHV WR
)

ILQDQFLDO VWDWHPHQWYV
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DICERNA PHARMACEUTICALS, INC.

Statements of Cash Flows
JRU WKH \HDUV HQGHG 'HFHPEHU DQG DQG IRU WKH VL[ PRQWKV HQ
,Q WKRXVDQGV

YEAR ENDED SIX MONTHS
DECEMBER 31, ENDED JUNE 30,
2011 2012 2012 2013

8QDXGLWHG
&$6+ )/2:6 )520 23(F$1* $&7,9,7,(6
1HW ORVYV
$GMXVWPHQWY WR UHFRQFLOH QHW ORVV WR QHW FDVK XVHG LQ RSHUDWLQJ DFWLYLYV
'"HIHUUHG UHYHQXH
'"HSUHFLDWLRQ
6WRFN EDVHG FRPSHQVDWLRQ
1RQ FDVK LQWHUHVW H[SHQVH
$PRUWL]DWLRQ RI GHEW GLVFRXQW
$PRUWL]DWLRQ RI GHEW LVVXDQFH FRVWYV
'"HFUHDVH LQ IDLU YDOXH RI SUHIHUUHG VWRFN ZDUUDQW
&KDQJHV LQ RSHUDWLQJ DVVHWV DQG OLDELOLWLHYV
5HVHDUFK DQG OLFHQVH UHFHLYDEOH
3UHSDLG H[SHQVHV DQG RWKHU FXUUHQW DVVHWYV
$FFRXQWYV SD\DEOH
$FFUXHG H[SHQVHY DQG RWKHU FXUUHQW OLDELOLWLHV
'"HIHUUHG UHQW
1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHYV
&$6+ )/2:6 )520 ,19(67,1* $&7,9,7,(6
3XUFKDVHV RI SURSHUW\ DQG HTXLSPHQW
1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHYV
&$6+ )/2:6 )520 ),1$1&,1* $&7,9,7,(6
3URFHHGV IURP LVVXDQFH RI FRPPRQ VWRFN
3D\PHQWYV Rl GHIHUUHG VWRFN LVVXDQFH FRVWYV
3URFHHGV IURP ORQJ WHUP GHEW
3URFHHGV IURP EULGJH ORDQ ILQDQFLQJ
3D\PHQWYV Rl ORQJ WHUP GHEW LVVXDQFH FRVWYV
3D\PHQWYV RI ORQJ WHUP GHEW IHHV
5HSD\PHQWYV Rl ORQJ WHUP GHEW SULQFLSDO
1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ DFWLYLWLHV
"(&5($6( ,1 &$6+ $1' &$6+ (BM,1976
&$6+ $1' &$6+ (48,0176 %HILQQLQJ RI SHULRG
&$6+ $1' &$6+ (48,0176 (QG Rl SHULRG

121&$6+ ),1$1&,1* $&7,9,7,(6
$FFUHWLRQ Rl UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN

'HEW LVVXDQFH FRVWYV LVVXDQFH Rl 6HULHVY % 3UHIHUUHG VWRFEN ZDUUDQW

6833/(0(1B/ &$6+ )/2: ,1)250%$21
&DVK SDLG IRU LQWHUHVW
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DICERNA PHARMACEUTICALS, INC.

Notes to Financial Statements
,QIRUPDWLRQ DV RI -XQH DQG IRU WKH VL[ PRQWKY HQGHG -XQH
,Q WKRXVDQGYVY H[FHSW VKDUH DQG SHU VKDUH GDWD

1. Nature of Business and Basis of Presentation
IDWXUH RI EXVLQHVV

'LFHUQD 3KDUPDFHXWLFDOV ,QF WKH &RPSDQ\ LV D ELRSKDUPDFHXWLFDO FRPSDQ\ IR
WUHDWPHQWYV IRU UDUH LOQKHULWHG GLVHDVHV LQYROYLQJ WKH OLYHU DQG IRU FDQFHU)\
LOWHUIHUHQFH WHFKQRORJ\ SODWIRUP ZKLFK WKH &RPSDQ\ EHOLHYHV LPSURYHV RQ HJI
WKHUDSHXWLF DUHDV 7KH &RPSG@\YHQ@WB @M WR BANEFRYIHQOWLIH QRYHO WKHUDSHXWLFV H
SKDUPDFHXWLFDO SDUWQHUYV

%DVLV RI SUHVHQWDWLRQ

7KH &RPSDQ\ FRQWLQXHY WR EH VXEMHFW WR D QXPEHU RI ULVNV FRPPRQ WR FRPSDQLH
DUH WKH XQFHUWDLQWLHY Rl WHFKQRORJLFDO LQQRYDWLRQV GHSHQGHQFH RQ NH\ LQG
WKH &RPBFRPSHWLWRUYV DQG SURWHFWLRTKRI&RPEIMEHHDW\ WRIFKQEARUNY SODQQHG FOL
FRPSOHWLRQ RI LWV SODQQHG WULDOV LV H[SHFWHG WR GHSHQG RQ WKH DPRXQW DQG
ZHOO DV DQ\ IXWXUH FROODERUDWLRQ RU SURGXFW VDOHV DQG RU ILQDQFLQJ WUDQVDF
PDQGDWRULO\ UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN 6HULHV & DW DQ LVVXI
LVVXHG VKDUHV Rl 6HULHV & SUHIHUUHG VWRFN LQ VDWLVIDFWLRQ RI WKH EUL
LQWR FRPPRQ VWRFN DW DQ LQLWLDO FRQYHUVLRQ UDWH RI SHU VKDUH VXEMHFW Wi
DXWRPDWLFDOO\ FRQYHUW WR FRPPRQ VWRFN XSRQ RFFXUUHQFH RI D TXDOLILHG |I7&BIQF
6HULHV & SUHIHUUHG VWRFN DUH PDQGDWRULO\ UHGHHPDEOH LQ WKUHH DQQXDO LQVWD

&RQFXUUWBW@RPSBDRWHEG D UHYHUVH VSOLW RI RQH WR IRU LWV FRMDRRMWRAN BQIIUF
$00 VKDUH DQG SHU VKDUH DPRXQWYVY UHODWHG WR FRPPRQ VWRFN SUHIHUUHG VWRFN
VWDWHPHQWY KDYH EHHQ UHVWDWHG WR UHIOHFW WKH UHYHUVH VWRFN VSOLW 7KH &RF

XQDXGLWHG WRJIJHWKHU ZLWK WKH QHW SURFHHGYVY UHFHLYHG IURP LWV LVVXDQFH R
UHGHPSWLRQ GDWHDRIGLW\VSBHUHLBVHG VWRFN ZLOO HQDEOH WKH &RPSDQ\ WR PDLQWDLQ
IXWXUH

2. Summary of Significant Accounting Policies

8QODXGLWHG LQWHULP ILQDQFLDO LQIRUPDWLRQ

7KH DFFRPSDQ\LQJ EDODQFH VKHHW DV RI -XQH WKH VWDWHPHQWY RI RSHUDWLRQ

-XQH DQG DQG WKH VWDWHPHQW RI UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VW
DUH XQDXGLWHG 7KH LQWHULP XQDXGLWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SU

DQG LQ WKH RSLQLRQ RI PDQDJHPHQW UHIOHFW DOO DGMXVWPHQWY ZKLFK LQFOXGH RC(

&RPSDWVLQDQFLDO SRVLWLRQ DV RI -XQH DQG WKH UHVXOWYV RI LWV RSHUDWLRQV
7KH ILQDQFLDO GDWD DQG RWKHU LQIRUPDWLRQ GLVFORVHG LQ WKHVH QRWHYVY UHOD
7KH UHVXOWYV IRU WKH VL[ PRQWKY HQGHG -XQH DUH QRW QHFHVVDULO\ LQGLFDWL

RU DQ\ RWKHU LQWHULP SHULRGYVY RU DQ\ IXWXUH \HDU RU SHULRG
8QDXGLWHG SUR IRUPD ILQDQFLDO LQIRUPDWLRQ

2Q 6HSWHPEHU WK% RBBSDRI\V'LUHFWRUV DXWKRUL]JHG WKH &RPSDQ\ WR ILOH D UH:
([FKDQJH &RPPLVVLRQ WR VHOO VKDUHV RI LWV FRPPRQ VWRFN WKH &RPPRQ 6WRFN W
-XQH DVVXPHV WKH DXWRPDWLF FRQYHUVLRQ RI DOO WKH RXWVWDQGLQJ SUHIHUU
SURSRVHGLR)J DQG WKH UHFODVVLILFDWLRQ RI

)
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

2. Summary of Significant Accounting Policies (continued)

WKH &RPSREWVWDQGLQJ ZDUUDQWY WR$SXKMWEKEFBEXKDERQ YRH BMUEEBM 3% HIHQ® 16 8 WBIWHR/F %
5HGHHPDEOH &RQYHUWLEOH 3UHIHUUHG 6WRFN RBAULHNVNQ% X $BRPWKX @ LFBOERACELB\FR RAKHGHK &K
RIHULQJ

8QDXGLWHG SUR IRUPD QHW ORVV SHU VKDUH DSSOLFDEOH WR FRPPRQ VWRFNKROGHUV 1
RXWVWDQGLQJ DHWWUWR WKH FRQYHUVLRQ RI DOO WKH RXWVWDQGLQJ SUHIHUUHG VWRFN
RFFXUUHG DW WKH EHJLQQLQJ RI WKH SHULRG SUHVHQWHE& HRRUOWEBHVGW WHI RF FRIHWLQDORI
UHGHPSWLRQ YDOXH

6LIQLILFDQW HVWLPDWHY DQG MXGJIJPHQWYV

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQI
PDQDJHPHQW WR PDNH HVWLPDWHMIBYWGOGVEKWVEXRSRUWEREG WRRXWOQIMY RI DVVHWY DQG OLDEL(
DQG OLDELOLWLHYVY DW WKH GDWH RI WKH ILQDQFLDO VWDWHPHQWY DQG WKH UHSRUWHG
WKH UHSRUWLQJ SHULRG IHEWXRBRO® WHWXORWHEEREDWHN 6LJQLILFDQW HVWLPDWHY UHOLHG
VWDWHPHQWY LQFOXGH UHYHQXH UHFRIJQLWLRQ WKH IDLU YDOXH RI FRPPRQ VWRFN WK
QHW GHIHUUHG WD[ DVVHWY DQG UHODWHG YDOXDWLRQ DOdR BDRIFMHRQ G G-6GI\U W R IPQWKARRU

&DVK HTXLYDOHQWYV

&DVK HTXLYDOHQWY LQFOXGH DOO KLJKO\ OLTXLG LQYHVWPHQWY PDWXULQJ ZLWKLQ G
PDUNHW IXQGV DV RI '"HFHPEHU DQG DQG DV RI -XQH XQDXGLWHG DQG D
DSSUR[LPDWHYV IDLU YDOXH

SHVWULFWHG FDVK
$V RI '"HFHPEHU DQG DQG DV RI -XQH XQDXGLWHG UHVWULFWHG FDVK U

DQG VHFXUHV WKHRERP/SVDIQAGLQJ OHWWHU RI FUHGLW RILFH DRQG VOKHE R ISTEKBHB @M W B/IBRUHIRV HF |
UHTXLUHG WR EH PDLQWDLQHG WKURXJK WKH WHUP RI WKH OHDVH ZKLFK ZDV DPHQGHG
&RQFHQWUDWLRQV RI FUHGLW ULVN

J)LQDQFLDO LQVWUXPHQWY WKDW VXEMHFW WKH &RPSDQ\ WR VLJQLILFDQW FRQFHQWUDW
$00 Rl WKHWRPYBQ@QQG FDVK HTXLYDOHQWY DQG UHVWULFWHG FDVK DUH KHOG DW RQH |
FUHGLW TEIDOAGM\WLRQ GXULQJ DQG RQH FRXQWHUS DU WH YDHF@ R @W6GUHRH D O BKRD
DJUHHPHQW UHFHLYDEOH

'"HIHUUHG VWRFN LVVXDQFH FRVWYV

BWRFN LVVXDQFH FRVWYV ZKLFK FRQVLVW RI GLUHFW LQFUHPHQWDO OHJDO IHHV UHODWL
FRVWV ZINWMW PIJDLQVW WKH 6HULHV & SURFHHGYV XSRQ FRQVXPPDWLRQ RI WKH ILQDQFLQ.
GHIHUUHG RI VWRFN LVVXDQFH FRVWV ZKLFK DUH LQFOXGHG LQ SUHSDLG H[SHQVHV D
GHIHUUHG UHODWHG WR VWRFN LVVXDQFH FRVWV DV Rl '"HFHPEHU DQG

BURSHUW\ DQG HTXLSPHQW

BURSHUW\ DQG HTXLSPHQW DUH VWDWHG DW FRVW ODMRU EHWWHUPHQWY DUH FDSLWDO
LPSURYH RU HI[WHQG WKH OLIH RI WKH UHVSHFWLYH DVVHWY DUH FKDUJHG WR RSHUDWLF
VWUDLIJKW OLQH PHWKRG RYHU WKH HVWLPDWHG XVHIXO OLYHV

ASSET CATEGORY USEFUL LIVES

2ILFH DQG FRPSXWHU HTXLSPHQW \HDUV

/IDERUDWRU\ HTXLSPHQW \HDUYV

JXUQLWXUH DQG IL[WXUHYV \HDUYV

/IHDVHKROG LPSURYHPHQWYV \HDUV RU WKH UHPDLQLQJ

WHUP RI OHDVH LI VKRUWHL
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

2. Summary of Significant Accounting Policies (Continued)

,PSDLUPHQW RI ORQJ OLYHG DVVHWYV

/IRQJ OLYHG DVVHWY DUH UHYLHZHG IRU LPSDLUPHQW ZKHQHYHU HYHQWY RU FKDQJHV LQ
QRW EH UHFRYHUDEOH :KHQWKAF R RPSDON\FRFEFBUHY WKH FDUU\LQJ DPRXQWYV RI WKH DV\
FDVK IORZV ,I WKLY FRPSDULVRQ LQGLFDWHYVY WKDW WKHUH LV DQ LPSDILHBPHQMH WKW ZH+
FDUU\LQJ YDOXH DQG IDLU YDOXH RI WKH UHODWHG DVVHW )RU WKH \HDUV HQGHG 'HFHP
XQDXGLWHG QR LPSDLUPHQWY KDYH EHHQ UHFRUGHG

)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV

7KH FDUU\LQJ DPRXQWWRIL QKB F&ERPSD@YWUXPHQWY LQFOXGH FDVK HTXLYDOHQWYV DFFR}
DSSUR[LPDWH WKHLU IDLU YDOXHV GXH WR WKHLU VKRUW & >XO0JFOQVLW & U B DGHDEW PEHHIDW \E H Q i
PDUNHW UDWH IRU LQVWUXPHQWYV ZLWK VL PWXBUFBKLUYDFW ¥DQXW LRFFIVOIR@G VDH B R USGHLEIN M\(

6HIPHQW DQG JHRJUDSKLF LQIRUPDWLRQ

2SHUDWLQJ VHIJPHQWY DUH GHILQHG DV FRPSRQHQWYVY RI DQ HQWHUSULVH EXVLQHVV DF\
GLVFUHWH ILQDQFLDO LQIRUPDWLRQ LV DYDLODEOH DQG UHJXODUO\ UHYLHZHG E\ WKH F
DVVHVVLQJ SHUIRUPDQF WV KAKRIX&R LS\DWQ & K UHF K[H EQWKLWHUWPR OH DV FKLHI RSHHDW L QY RISFHU
PDQDJHV LWV EXVLQHVV DV RQH RSHUDWLQJ VHIJPHQW $00 PDWHULDO ORQJ OLYHG DVV}

5HYHQXH UHFRJQLWLRQ

7KH &RPSDQ\ JHQHUDWHY UHYHQXH IURP UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUF
GHOLYHUDEOHY LQ WKH DJUHHPHQWYV L Q¥ QWFHK QIR ORKH DXY® Kl WHKWHORFFSORYG GHYHORSI
DJUHHPHQWY PD\ SURYLGH IRU FRQVLGHUDWLRQ WR WKH &RPSDQ\ LQ WKH IRUP RI XS IUF
SD\PHQWY DQG UR\DOWLHV 5HYHQXH LV UHFRJQL]JHG ZKHQ WKH IROORZLQJ FULWHULD KC

GHOLYHU\ KDV RFFXUUHG RU VHUYLFHV KDYH EHHQ UHQG M WsHUG FOH) & RJ MVK\H RE XQ RV \L X D V|
DQG FROOHFWDELOLW\ LV UHDVRQDEO\ DVVXUHG OXOWLSOH GHOLYHUDEOH DUUDQJHFP
VHSDUDWHG RU ZKHWKHU WKH\ PXVW EH DFFRXQWHG IRU DV D VLQJOH XQLW RI DFFRXQW
DOORFDWHG WR WKH VHSDUDWH XQLWV RI DFFRXQWLQJ EDVHG RQ WKH UHODWLYH VHOO!
DSSOLHG WR HDFK XQLW

$W WKH LQFHSWLRQ RI HDFK DUUDQJHPHQW WKDW LQFOXGHV SD\PHQWYV IRU RSWLRQDO L
PLOHVWRQH LV VXEVWDQWLYH DQG DW ULVN WR ERWK SDUWLHV RQ WKH EDVLV RI WKH FI
DVVHVVPHQW RI ZKHWKHU WKH FRQVLGHUDWLR @ IS\H B RRPPPRHIDY/AH BAR HD E KWK YHHL W K H UP MIOKH
WKH YDOXH Rl WKH GHOLYHUHG LWHP V DV D UHVXOW RBIHD NRIHPHLQ EF RWRVE RIRIHHY H WX B
FRQVLGHUDWLRQ UHODWHY VROHO\ WR SDVW SHUIRUPDQFH DQG WKH FRQVLGHUDWLR
ZLWKLQ WKH DUUDQJHPHQW 6XEVWDQWLYH RSWLRQV DQG PLOHVWRQHV DUH UHFRJQL]HC
UHYHQXH UHFRJQLWLRQ FULWHULD DUH PHW

KHQ WKH &RPSDQ\ GHWHUPLQHY WKDW DQ DUUDQJHPHQW VKRXOG EH DFFRXQWHG IRU D\
ZKLFK WKH SHUIRUPDQFH REOLJDWLRQV ZLOO EH SHUIRUPHG/ R@® UUN W K HZ IMROGEBHN U HUF
FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW HOWHUHG LQWR LQ '"HFHPEHU 1RQ UHIXC
UHFRUGHG DV GHIHUUHG UHYHQXH XSRQ UHFHLSW DQG DUH EFHIHUIRUFRQ®H] 3G WAR G HD\WH C
DJUHHPHQW 5HVHDUFK DQG GHYHORSPHQW VHUYLFH UHYHQXH LV UHFRJQL]JHG RYHU WKF
SURYLGHG 7KH FRVW RI VXFK VHUYLFHV LV UHIOHFWHG LQ UHVHDUFK DQG GHYHORSPHQ\

)
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

2. Summary of Significant Accounting Policies (Continued)

5R\DOW\ SD\PHQWY DUH UHFRJQL]HG DV UHYHQXH EDVHG RQ FRQWUDFW WHUPV DQG UHSI
PHDVXUDEOH DQG FROOHFWLELOLW\ LV UHDVRQDEO\ DVVXUHG

5HVHDUFK DQG GHYHORSPHQW FRVWYV

5HVHDUFK DQG GHYHORSPHQW FRVWYV FRQVLVW RI H[SHQVHV LQFXUUHG LQ SHUIRUPLQJ L
EHQHILWYV IRU IXOO WLPH UHVHDUFK DQG GHYHORSPHQW HPSOR\HHVY DQ DOORFDWLRQ RI
5HVHDUFK DQG GHYHORSPHQW FRVWY DUH H[SHQVHG DV LQFXUUHG 5HVHDUFK DQG GHYH
GHIHUUHG DV D SUHSDLG H[SHQVH DQG DPRUWL]JHG RYHU WKH VHUYLFH SHULRG DV WKH \

B3UHIHUUHG VWRFN ZDUUDQW OLDELOLW\

JUHHVWDQGLQJ ZDUUDQWY UHODWHG WR VKDUHV WKDW DUH UHGHHPDEOH FRQWLQJHQW
WKH &RPBREZY VWRFN DUH FODVVLILHG DVVDEODDEIFH WK RIQW RKH.RBBDQQWY DUH UHFRU!
%ODFN 6FKROHYVY RSWLRQ SULFLQJ PRGHO DQG PDUNHG WR PDUNHW DW HDFK EDODQFH V
VWDWHPHQWY RI RSHUDWLRQV 7KH &RPSDQ\ FODVVLILHY WKH OLDELOLW\ DV QRQFXUUHC

5HGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN

7KH &RPSDQ\ LQLWLDOO\ UHFRUGVY SUHIHUUHG VWRFN WKDW PD\ EH UHGHHPHG DW WKH R
&RPSDWFRQWURO RXWVLGH RI VWRFNKROGHUYVY GHILFLW DW WKH YIHOW IR IRLWEKIBD GRIHR FRN
LI LW LV SUREDEOH WKDW WKH SUHIHUUHG VWRFN ZLOO EHFRPH UHGHHPDEOH WKH &RPS
IURP WKH LVVXDQFH GDWH WR WKH HDUOLHVWHERALYIHE DGIWUHIGHRAS WHREK B® W H DW LY J QRRAH
EHFRPH UHGHHPDEOH WKH &RPSDQ\ GRHV QRW DGMXVW WKH FDUU\LQJ YDOXH ,Q WKH D
DJDLQVW DGGLWLRQDO SDQGC WKHQSAR DEFXPRPQDWHG GHILFLW

&RPPRQ VWRFN YDOXDWLRQ

'XH WR WKH DEVHQFH RI DQ DFWLYW PRRARQV VIR B ANK RV B R PBSORB\D Q\ XWLOL]JHG PHWKRGROF
RI WKH $PHULFDQ ,QVWLWXWH RI &HEKQUEBG 3K BB QN BWERBQM BQWYDWHO\ +HOG &RPSDQ\
&RPSHQVDWRRQ/WLPDWH WKH IDLU YDOXH RI LWV FRPPRQ VWRFN ,Q GHWHUPLQLQJ WKH
WKH IDLU YDOXH Rl WKH FRPPRQ VWRFN DV Rl WKH PHDVXUHPHQW GDWH 7KH IDLU YDOXt
GDWH EDVHG XSRQ D YDULHW\ RI IDFWRUV LQFOXGLQJVWXKHQLWXL VR DG \D BW RIKSHL DK BIORR
UHGHHPDEOH FRQYHUWLEOHISBWIRUWHG WWREWMY VKE SWHIHUHQFHV RI WKH SUHIHUUHG \
HYHQW $PRQJ RWKHU IDFWR UV QDUH MXH SSRPISDICRQ DQG KLVWRULFDO ILQDQFLDO SHUIRU
ZLWKLQ WKHV&RIPSBRUFK WKH FRPSRVLWLRQ DQG DELOLW\ RI WKH FXUUHQW UHVHDUFK O
&RPSDWFRPSHWLWLRQ DQG WKH FXUUHQW EXVLQHVV FOLPDWH LQ WKH PDUNHWSODFH 6
XVHG FRXOG UHVMQW LILGIMMDOXHY RI FRPPRQ VWRFN DW HDFK YDOXDWLRQ GDWH

6WRFN EDVHG FRPSHQVDWLRQ

7KH &RPSDQ\ DFFRXQWYV IRU VKDUH EDVHG SD\PHQWY DW IDLU YDOXH ZKLFK LV PHDVXUH
PHDVXUHPHQW GDWH IRU HPSOR\HH DZDUGV LV JHQHUDOO\ WKH GDWH RI JUDQW 7KH IDL
GDWH WKH SHUIRUPDQFH RI VHUYLFHV LV FRPSOHWHG 6KDUH EDVHG FRPSHQVDWLRQ FR)
ZKLFK LV JHQHUDOO\ WKH YHVWLQJ SHULRG RQ D VWUDLJKW OLQH EDVLV IRU DOO WLPH

)
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (Continued)

6KDUH EDVH SD\PHQWV WR QRQHPSOR\HHY DUH UHPHDVXUHG DW HDFK UHSRUWLQJ GDWH
OLQH EDVLYV 7KH &RPSDQ\ EHOLHYHV WKDW WKH IDLU YDOXH RI WKHVH DZDUGV LV PRUH

,QFRPH WD[HV

7KH &RPSDQ\ UHFRUGVY GHIHUUHG WD[ DVVHWY DQG OLDELOLWLHYV IR UHWHK & FH[\® HEFWEZG! H XV
&RPSDWILQDQFLDO VWDWHPHQW FDUU\LQJ DPR XN EDLMG& WLKH WD L @ D \HQ/D R W B GV WIFMUID®RE
\HDUV LQ ZKUFKMXAHGLDUH H[SHFWHG WR UHYHUVH $ YDOXDWLRQ DOORZDQFH LV SURYL
ZLOO PRUH OLNHO\ WKDQ QRW EH UHDOL]JHG

7KH &RPSDQ\ DOVR DVVHVVHV WKH SUREDELOLW\ WKDW WKH SRVLWLRQV WDNHQ RU H[SH
DXWKRULWLHY $ PRUH OLNHO\ WKDQ QRW PRUH WKDQ SHUFHQW UHFRJQLWLBRSRKU!
WKDW DUH PRUH OLNHO\ WKDQ QRW WR EH VXVIWQDQ R GDDUWIDENRE/A MY R @ \L D WHK A HEDR/PXSIHD
DPRXQW Rl WD[ EHQHILW WKDW LV JUHDWHU WKDQ SHUFHQW OLNHO\ Rl EHLQJ UHDOL]H
UHOHYDQW LQIRUPDWQRB EHWZBHQ WKH EHQHILW UHFRJQL]JHG IRU D SRVLWLRQ DQG WKH
XQUHFRJQL]JHG WD[ EHQHILW 3RWHQWLDO LQWHUHVW DQG SHQDOWLHVY DVVRFLDWHG ZLW
H[SHQVH $W 'HFHPEHU DQG DQG DW -XQH XQDXGLWHG WKH &RPSDQ\ Kl
SRVLWLRQV

/RVV SHU VKDUH DQG XQDXGLWHG SUR IRUPD ORVV SHU VKDUH

7KH &RPSDQ\ FRPSXWHV EDVLF ORVV SHU FRPPRQ VKDUH E\ GLYLGLQJ QHW ORVV DWWULE
RI FRPPRQ VKDUHV RXWVWDQGLQJ 'XULQJ SHULRGV ZKHUH WKH &RPSDQ\ HDUQV QHW LQF
SURSRUWLRQDO VKDUH RI QHW LQFRPH GHWHUPLQHG E\ GLYLGLQJ WRWDO ZHLJKWHG DYt
FRPPRQ VKDUHV DQG SDUWLFLSDWLQJ VHFXULWLHW SWKHI HWEZR G @ DARF I HDWQIGRGH V W K H F&\RHP
GLYLGHQGY GHFODUHG E\ WKH &RPSDQ\ DQG DUH WKHUHIRUH FRQVLGHUHG WRIHEFMWSRU &L
ERWK EDVLF DQG GLOXWHG HDUQLQJV SHU VKDUH GXULQJ SHULRGV RI LQFRPH 'XULQJ St
QR ORVV WR SDUWLFLSDWLQJ VHFXULWLHY EHFDXVH WKH\ KDYH QR FR QW H ERWPSDQ \REROR.S
GLOXWHG ORVV SHU FRPPRQ VKDUH DIWHU JIHFAW R F R @\RFOHR SWILRQVW R DA KIHD GW @ XDVLG B B
RXWVWDQGLQJ GXULQJ WKH SHULRG H[FHSW ZKHUH VXFK QRQ SDUWLFLSDWLQJ VHFXULW
&RPSUHKHQVLYH ORVYV

7KH &RPSDQ\ KDV QR FRPSUHKHQVLYH ORVV LWHPV RWKHU WKDQ QHW ORVV
*XDUDQWHHY DQG LQGHPQLILFDWLRQV

7KH &RPSDQ\ LV QRW D JXDUDQWRU XQGHU DQ\ DJUHHPHQWYV

7KH &RPSDQ\ OHPNH\NMSRFH XQGHU DQ RSHUDWLQJ OHDVH 7KH &RPSDQ\ KDV VWDQGDUG L(
UHTXLUH WKH &RPSDQ\ WR LQGHPQLI\ WKH ODQGORUG DJDLQVW ORVVHV OLDELOLWLHYV
&RPSDWOHDVH WKH &RMHSBQWKH SUHPLVHVY SURSHUW\ COQGEIHHRBEKSRU WKEGDDIJURMRHOQ W

7TKURXJK '"HFHPEHU DQG IRU WKH VL[ PRQWKY HQGHG -XQH XQDXGLWHG WK
WKLV LOGHPQLILFDWLRQ REOLIJDWLRQ DQG QR FODLPV ZLWK UHVSHFW WKHUHWR ZHUH R
LQGHPQLILFDWLRQ REOLJDWHRQ@F ®XGCHERWQKNBWXWRMWODLU YDOXH RI WKLY REOLJDWLRQ LV

)
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

2. Summary of Significant Accounting Policies (Continued)

7KH &RPSDQ\ KDV LQGHPQLILHG XQGHU SUH GHWHUPLQHG FRQGLWLRQV DQG OLPLWDWLR
ULJKWV E\ WKH7&RPSEPRSDQ\ GRHV QRW EHOLHYH EDVHG RQ LQIRUPDWLRQ DYDLODEOH W
XQGHU WKHVH LQGHPQLILFDWLRQ SURYLVLRQV

$V SHUPLWWHG XQGHWKHOORPIMHQO DY G HAFGWVYHG LWHFWRUY DQG HPSOR\HHV IRU FHUWDL
RILFHU RU GLUHFWRU LV RU ZDV WHHTUXYH\QW D WHHRHERMBOPFQRW\WKH LQGHPQLFWMAR W ICRWH NV
OLIHWLPH

3. Net Loss Per Share Attributable to Common Stockholders

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH FRPSXWDWLRQ RI EDVLF DQG GLOXWHG QHW OR\
WKRXVDQGY H[FHSW VKDUH DQG SHU VKDUH GDWD

YEARS ENDED SIX MONTHS ENDED
DECEMBER 31, JUNE 30,
2011 2012 2012 2013

8QDXGLWHG
1HW ORVYV
$FFUHWLRQ Rl SUHIHUUHG VWRFN LVVXDQFH FRVWY WR UHGHPSWLRQ YDOXH
$FFUXHG GLYLGHQGY RQ UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN
1HW ORVV DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV EDVLF DQG GLOXWHG
:HLJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV EDVLF DQG GLOXWHG
1HW ORVVY SHU VKDUH DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUYV EDVLF DQG GLOXWHG

7KH &RPSDQ\ KDV UHSRUWHG D QHW ORVV IRU DOO SHULRGY SUHVHQWHG VXFK WKDW WK
FRPPRQ VKDUH

7KH IROORZLQJ SRWHQWLDOO\ GLOXWLYH VHFXULWLHVY RXWVWDQGLQJ SULRU WR WKH X\
IURP WKH FRPSXWDWLRQ RI GLOXWHG ZHLJKWHG DYHUDJH FRPPRQ VKDUHV RXWVWDQGLQ
ORVVHVY UHSRUWHG

AS OF
DECEMBER 31, JUNE 30,
2011 2012 2012 2013
8QDXGLWHG

2SWLRQV WR SXUFKDVH FRPPRQ VWREN

:DUUDQWY WR SXUFKDVH FRPPRQ VWRFN

: DUUDQWYV WR SXUFKDVH UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN
5HGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN

8QYHVWHG UHVWULFWHG VWREFEN
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

3. Net Loss Per Share Attributable to Common Stockholders (Continued)

7KH XQDXGLWHG SUR IRUPD EDVLF DQG GLOXWHG ORVVY SHU VKDUH DWWULEXWDEOH WR F
PRQWKY HQGHG -XQH IHFW WIRYWKH DXWRPDWLF FRQYHUVLRQ RI DOO VKDUHV RI UHGHHP
RIHULQJ E\ WUHDWLQJ bDOO VKDUHV Rl UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN D\
VKDUHV ZHUH RXWVWDQWK®JISBRFIRWUEGDQEDVLF DQG GLOXWHG ORVV SHU VKDUH DWWULEX'
HIHFWV RI WKH DFFUHWLRQ Rl UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG® VQWREF N HWVH] RIGDCGHP
XQDXGLWHG SUR IRUPD EDVLF DQG GLOXWHG ORVV SHU VKDUH DWWULEXWDEOH WR FRPP
\HDU HQGHG 'HFHPEHU DQG WKH VL[ PRQWKY HQGHG -XQH XQDXGLWHG WKF
PHWKRG RU GLOXWLRQ DWWULEXWHG WR SUR IRUPD ZHLJKWHG DYHUDJH VKDUHV RXWVWI
FRPPRQ VWRFNKROGHUV

8QDXGLWHG SUR IRUPD EDVLF DQG GLOXWHG ORVYVY SHU VKDUH DWWULEXWDEOH WR FRPP
DQG SHU VKDUH GDWD

SIX MONTHS

YEAR ENDED ENDED
DECEMBER 31, 2012 JUNE 30, 2013
XQDXGLWI

3UR IRUPD ORVV SHU VKDUH EDVLF DQG GLOXWHG
1XPHUDWRU
1HW ORVV DWWULEXWDEOH WR FRPPRQ VWRFNKROGHUV EDVLF DQG GLOXWHG
$GG DFFUHWLRQ RI SUHIHUUHG VWRFN LVVXDQFH FRVWY WR UHGHPSWLRQ YDOXH
$GG DFFUXHG GLYLGHQGY RQ UHGHHPDEOH FRQYHUWLEOH SUHIHUUHG VWRFN
1HW ORVYV
'"HQRPLQDWRU
: HLJKWHG DYHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ EDVLF DQG GLOXWHG
$GG DGMXVWPHQW WRIHAW RFWRIMWHXPH®RG®IRI UHGHHPDEOH FRQYHUWLEOH
SUHIHUUHG VWRFN
3UR IRUPD ZHLJKWHG DYHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ EDVLF DQG GLOXWHG
3UR IRUPD QHW ORVV SHU VKDUH EDVLF DQG GLOXWHG

4. Prepaid Expenses and Other Current Assets
B3UHSDLG H[SHQVHY DQG RWKHU FXUUHQW DVVHWV FRQVLVWY RI WKH IROORZLQJ

DECEMBER 31, JUNE 30,
2011 2012 2013
XQDXGLW

BUHSDLG H[SHQVHYV

'"HEW LVVXDQFH FRVWYV
6WRFN LVVXDQFH FRVWV
2ZWKHU FXUUHQW DVVHWYV

B3UHSDLG H[SHQVHY DQG RWKHU FXUUHQW DVVHWYV
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Notes to Financial Statements (Continued)

5. Property and Equipment, Net
BURSHUW\ DQG HTXLSPHQW QHW FRQVLVWY RI WKH IROORZLQJ

DECEMBER 31, JUNE 30,
2011 2012 2013
XQDXGLW
2ILFH DQG FRPSXWHU HTXLSPHQW
/IDERUDWRU\ HTXLSPHQW
JXUQLWXUH DQG IL[WXUHYV
/HDVHKROG LPSURYHPHQWYV
BURSHUW\ DQG HTXLSPHQW DW FRVW
/HVV DFFXPXODWHG GHSUHFLDWLRQ
BURSHUW\ DQG HTXLSPHQW QHW
'HSUHFLDWLRQ H[SHQVH IRU WKH \HDUV HQGHG "HFHPEHU DQG DQG IRU WKH VL]
XQDXGLWHG ZDV DQG UHVSHFWLYHO\
6. Long-term Debt
2Q 0DUFK WKH &RPSDQ\ HQWHUHG LQWR D ORDQ DQG VHFXULW\ BHIHEKRRAHRYQRDIRIK |,
+HUFXOHV IRU XS WR DQG GUHZ GRZQ WKH WRWDO SURFHHGV LQ WKUHH VHSDUD
RULJLQDO DJUHHPHQW FDOOHG IRU WKH &RPSDQ\ WR UHSD\ VXFK ERUURZLQJV RYHU D
WKDQ DQG QRW WR H[FHHG 7KH ORDQ LV FROODWHUDOL]HG E\ D VHFXULW\ LQW
WR FHUWDLQ ILQDQFLDO UHSRUWLQJ UHTXLUHPHQWY DQG FHUWDLQ QHIJDWLYH FRYHQDQ'
HIHFXWHG DQ DPHQGPHQW WR WKH ORDQ DQG VHFXULW\ DJUHHPHQW WR GHIHU LQ SU

DQG DPRUWL]HG VXFK GHIHUUHG SULQFLSDO DPRXQWYV HTXDOO\ RYHU WKH UHPDLQLQJ SI
&RPSDQ\ DQG +HUFXOHV H[HFXWHG D VHFRQG DPHQGPHQW WR WKH ORDQ DQG VHFXULW\
8SRQ H[HFXWLRQ RI WKH VHFRQG DPHQGPHQW WKH &RPSDQ\ GUHZ D DGYDQFF
RXWVWDQGLQJ EDODQFH RI SULQFLSDO DQG LQWHUHVW XQGHU WKH RULJLQDO ORDQ DQC
UHPDLQLQJ ,QWHUHVW LV SD\DEOH PRQWKO\ DQG SULQFLSDO LV WR EH UHSDLG LQ
7KH DSSOLFDEOH DQQXDO LQWHUHVW UDWH ZDV DW '"HFHPEHU DQG DQ¢
UHVSHFWLYHO\

,Q FROQOQHFWLRQ ZLWK WKH DGYDQFHV XQGHU WKH RULJLQDO ORDQ DQG VHFXULW\ DJUHH

DJJUHJDWH RI VKDUHVVRG HUK DWW RIPG HOMNUFLVH SULFH RI SHU VKDUH :LWK WKH C
WR WKH ORDQ DQG VHFXULW\ DJUHHPHQW WKH &RPSDQ\ LVVXHG ZDUUDQWYV IRU W EBHU3XU
DQ HI[HUFLVH SULFH RI SHU VKDUH 7KH ZzDUUDQWY DUH LPPHGLDWHO\ HIHUFLVDEOH

ZDUUDQWY ZHUH UHFRUGHG DV GLVFRXQWYV WR WKH GHEW DQG IBIFMW EXHH QI WP R BIW W] PG Wk
UHSD\PHQW WHUP 7KH ZDUUDQWY DUH FODVVLILHG DV D OLDELOLW\ LQ WKH DFFRPSDQ\L
YDOXH RI WKH ZDUUDQWY JUDQWHG LQ WR EH 7KH LVVXDQFH GDWH IDLU YDO
PRGHO ZLWK WKH IROORZLQJ DVVXPSWLRQV ULVN IUHH LQWHUHVW UDWH RI DSSUR[LPDW
GLYLGHQGV
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

6. Long-term Debt (Continued)

7KH HVWLPDWHG IDLU YDOXH RI WKH RXWVWDQGLQJ ZDUUDQWY DW '"HFHPEHU DQG
UHVSHFWKYHI@\LU YDOXH ZDV GHWHUPLQHG XVLQJ WKH %ODFN 6FKROHV RSWLRQ SULFLQJ

DECEMBER 31, JUNE 30,
2011 2012 2013

XQDXGLW

(ISHFWHG RSWLRQ WHUP LQ \HDUYV WR WR WR

([SHFWHG YRODWLOLW\
S5LVN I[UHH LQWHUHVW UDWH
([SHFWHG GLYLGHQG \LHOG

7KH DGMXVWPHQW WR WKH SUHIHUUHG VWRFN ZDUUDQW OLDELOLW\ ZDV UHFRUGHG LQ R’
WKH VL[ PRQWKY HQGHG -XQH XQDXGLWHG DQG XQDXGLWHG DPRXQWHG WR

$W 'HFHPEHU WKH SULQFLSDO PDWXULWLHV RI WKH GHEW ZHUH DV IROORZV

BULQFLSDO EDODQFH RXWVWDQGLQJ '"HFHPEHU
/IHVV XQDPRUWL]HG GLVERXQW
/HVV FXUUHQW SRUWLRQ

/IRQJ WHUP GHEW RXWVWDQGLQJ

7. Bridge Loan Financing

2Q -XQH WKH &RPSDQ\ LVVXHG FRQYHUWLEOH QRWHV DQG ZDUUDQWYV IRU WKH SXU
H[LVWLQJ SUHIHUUHG DQG FRPPRQ VKDUHKROGHUV IRU DSSUR[LPDWHO\ 7KH QRWHYV
,Q WKH HYHQW WKH &RPSDQ\ REWDLQV ILQDQFLQJ WKURXJK WKH LVVXDIQFH BUHRYLWR WHK
WKH QRWHV DXWRPDWLFDOO\ FRQYHUW LQWR VKDUHV RI WKH HTXLW\ LVVXHG LQ VXFK D
VHFXULWLHV LVVXHG DQG VROG LQ WKDW ILQDQFLQJ ,I D OLTXLGDWLRQ HYHQW RFFXUV
KROGHU IRU DQ DPRXQW HTXDO WR WZR WLPHV WKH RXWVWDQGLQJ SULQFLSDO EDODQFH
WKH RXWVWDQGLQJ SULQFLSDO EDODQFH RI WKH QRWHYV GLYLGHG SD\D E O 1B V@ RWKHHV HODNC
FRQYHUVLRQ RU PDWXULW\

7KH SXUSRVH RI WKLV EULGJH ORDQ ZDV WR SURYLGH RSHUDWLQJ FDVK WR WKH &RPSDQ’
ZKLFK WLPH WKH QRWHV ZHUH FRQYHUWHG LQWR 6HULHV & DW SHU VKDUH DQG WKH

,Q FRQQHFWLRQ ZLWK WKH LVVXDQFH Rl WKH EULGJH ORDQ ILQDQFLQJ WKH &RPSDQ\ LV\
WKH &RPBBQHIHUUHG VWRFN LQ WKH QH[W TXDOLILHG ILQDQFLQJ DW DQ H[HUFLVH SULFF
DQG H[SLUH \HDUV IURP WKH GDWH RI LVVXDQFH 7KH &RPSDQ\ HVWLPDWHG WKH IDLU Y
YDOXH RI WKH ZDUUDQWY ZDV UHFRUGHG DV D GLVFRXQW WR WKH FRQYHUWLEOH QRWHYV

)
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

7. Bridge Loan Financing (Continued)

HISHQVH XVLM®FWKHHHIQWHUHVW PHWKRG RYHU WKH ORDQ UHSD\PHQW WHUP 7KH ZDUUD
VKHHW 7KH IDLU YDOXH ZDV GHWHUPLQHG XVLQJ WKH %ODFN 6FKROHV RSWLRQ SULFLQJ

DSSUR[LPDWHO\ H[SHFWHG OLIH RI \HDUV YRODWLOLW\ RI DQG QR H[SHFWHG GL
8. Revenue
,Q '"HFHPEHU WKH &¢RPSDQ\ HQWHUHG LQWR D UHVHDUFK FROODERUDWLRQ DQG OLFHC

UHVHDUFK GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI GUXJ GHOLYHU\ VA\VWHPV DQG 'VI
7KH &RPSDQ\ JUDQWHG .+. DQ H[BRYDAOWH HAR®MOVQFELGHFHQVDEOH OLFHQVH WR WKH 'VL51$%$
LOQOWHOOHFWXDO SURSHUW\ IRU FHUWDLQ VHOHFWHG 'VL51%$ EDVHG FRPSRXQGV 8QGHU W
PDOXIDFWXUH DQG FRPPHUFLDOL]H WKH VHOHFWHG 'VL51%$ EDVHG FRPSRXQGV DQG SKDUI

6LQFH WKH LQLWLDWLRQ RI WKH UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW
QRPLQDWHG E\ .+. IRU IRUPDO GHYHORSPHQW VWXGLHV W R®HKFWIDB JHW LSURG ¥ BIPY JXGRO0A
PROHFXOHY DQG D OLSLG QDQRSDUWLFOH GUXJ GHOLYHU\ VA\VWHP SURSULHWDU\ WR .+.

7KH &RPSDQ\ UHFHLYHG LQ XSIURQW FDVK SD\PHQWYV LQ LQFOXGLQJ OLFHQVH IH
FHUWDLQ DGGLWLRQDO WDUJHWYVY DQG UHVHDUFK IXQGLQJ IRU HLIJIKWHHQ PRQWKYV RI
SD\PHQW IRU WKH UHPDLQLQJ VL[ PRQWKV RI WKH WZR \HDU UHVHDUFK WHUP RI DW Zt

H[HUFLVH RI LWV RSWLRQ WR SURFHHG ZLWK IXUWKHU LQGHSHQGHQW UHVHDUFK DQI&[ KW
RI LWV RSWLRQ WR SURFHHG WKH &RPSDQ\ KDV QR IXUWKHU REOLJDWLRQV XQGHU WKH I

,Q .+. SDLG WKH &RPSDQ\ WR H[HUFLVH LWV RSWLRQ ULJKW IRU WKH &RPSDQ\ WR
&RPSDQ\ UHFRJQL]JHG UHYHQXH RI UHODWHG WR FHUWDLQ SUHFOLQLFDO GHYHORSP!H
WKH GHYHORSPHQW FULWHULD WKH &RPSDQ\ KDV QR IXUWKHU REOLJDWLRQV XQGHU WKt

,Q .+. SDLG DQ RSWLRQ H[HUFLVH IHH RI IRU OLFHQVH DQG UHVHDUFK IRU D QHZ

,Q DGGLWLRQ IRU HDFK SURGXFW FDQGLGDWH XQGHU WKH .+. DJUHHPHQW W K H GLIRPLFD®
FRPPHUFLDOL]DWLRQ PLOHVWRQH SD\PHQWY DQG UR\DOWLHV RQ QHW VDOHV RI HDFK St

7KH GHOLYHUDHBHW LD WBWHIIRI WKH DJUHHPHQW LQFOXGER @3DCAW HQI WIKHQ.\W$60 O H ¥ M/IXWDF
SURJUDP DQG SURYLGLQJ .+. WKH H[FOXVLYH RSWLRQ ULJKW WR UHVHUYH DGGLWLRQDO
UHVHDUFK IRU HDFK DGGLWLRQDO WDUJHW LI H[HUFLVHG E\ .+. LV QRW D GHOLYHUDEOF
QRW SULFHG DW D VLJQLILFDQW DQG LQFUHPHQWDO GLVFRXQW

7KH SHUIRUPDQFH SHULRG LV WKH H[SHFWHG SHULRG RYHU ZKLFK WKH VHUYLFHV Rl WKH
LQFHSWLRQ WKURXJK/WHKHQB®WV SD\PHQWYV DQG UHVHDUFK IXQGLQJ ZHUH UHFRJQL]HG

SHUIRUPDQFH EDVLV LQ WKH DPRXQW RI LQ DQG
,Q DGGLWLRQ WKH &RPSDQ\ UHFRJQL]HG RSWLRQ DQG PLOHVWRQH SD\PHQMQ/GRI DQ® @
WKH VL[ PRQWKY HQGHG -XQH XQDXGLWHG DQG XQDXGLWHG UHODWHG WR W

PLOHVWRQH DQG RSWLRQV ZHUH DFKLHYHG DQG SHUIRUPDQFH UHODWHG WR VXFK PLOHV
)
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

8. Revenue (Continued)

7KH &RPSDQ\ UHFRJQL]JHG DQG QRQH UHODWHG WR WKH GHOLYHU\ RI LQWHOO
WKH SURSRUWLRQDO SHUIRUPDQFH PHWKRG DV UHVHDUFK VHUYLFHV ZHUH SURYLGHG LQ
DQG XQDXGLWHG UHVSHFWLYHO\

$V RI '"HFHPEHU WKH &RPSDQ\ KDG GHIHUUHG UHYHQXH RI UHODWHG WR WKLV

9. Redeemable Convertible Preferred Stock

7KH &RPSDQ\ KDV LVVXHG 6HULHV $ DQG 6HULHV % UHGHHPDE WK H RQUWH U WU EG H6 B/ RIFNH U Ui
FODVVLILHV WKH 3UHIHUUHG 6WRFN RXWVLGH RI VWRFNKROGHUV GHILFLW EHFDXVH WKH
&RPSDWFRQWURO

3UHIHUUHG 6WRFN FRQVLVWHG RI WKH IROORZLQJ DV RI '"HFHPEHU

PREFERRED REDEMPTION COMMON STOCK
PREFERRED SHARES VALUE/ ISSUABLE
SHARES ISSUANCE ISSUED AND LIQUIDATION CARRYING UPON
AUTHORIZED DATES OUTSTANDING PREFERENCE VALUE CONVERSION
6HULHV $ $SULO
-X 0\
I1RYHPEHU
-X 0\
6HULHV % $XIXVW

6HSWHPEHU

7TRWDO

JUHIHUUHG 6WRFN FRQVLVWHG RI WKH IROORZLQJ DV RI '"HFHPEHU

PREFERRED REDEMPTION COMMON STOCK
PREFERRED SHARES VALUE/ ISSUABLE
SHARES ISSUANCE ISSUED AND LIQUIDATION CARRYING UPON
AUTHORIZED DATES OUTSTANDING PREFERENCE VALUE CONVERSION
6HULHV $ $SULO
-X 0\
I1RYHPEHU
-X 0\
6HULHV % $XIXVW

6HSWHPEHU

7TRWDO
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DICERNA PHARMACEUTICALS, INC.
Notes to Financial Statements (Continued)

9. Redeemable Convertible Preferred Stock (Continued)

3UHIHUUHG 6WRFN FRQVLVWHG RI WKH IROORZLQJ DV RI -XQH XQDXGLWHG
PREFERRED REDEMPTION COMMON STOCK
PREFERRED SHARES VALUE/ ISSUABLE
SHARES ISSUANCE ISSUED AND LIQUIDATION CARRYING UPON
AUTHORIZED DATES OUTSTANDING  PREFERENCE VALUE CONVERSION
6HULHV $ $SULO
-X 0O\
I1RYHPEHU
-X 0\
6HULHV % $XIXVW

6HSWHPEHU

7TRWDO

7KH 6H®LHYG 6HULHYV % SUHIHUUHG VWRFN KDV WKH IROORZLQJ ULJKWYV DQG SUHIHUHQFF

9RWLQJ
7KH KROGHUV$RI GG BHWNY. HV % DUH HQWLWOHG WR RQH YRWH SHU FRPPRQ VKDUH HTXLYD!
'LYLGHQGYV

7KH KROGHUV$RO GG BHWN.HYV % DUH HQWLWOHG WR UHFHLYH FXPXODWLYH GLYLGHQGV DW
GLYLGHQGYV RQ FRPPRQ VWRFN SD\DEOH RQO\ ZKHQ DQG LI GHFODUHG E\ WKH %RDUG RI
FRPSRXQGHG ZKHWKHU RU QRW GHFODUHG E\ WKH %RDUG RI 'LUHFWRUV $V RI '"HFHPEHL
GLYLGHQGY QR GLYLGHQGVY KDYH EHHQ GHFODUHG

&RQFXUUHQW ZLWK WKH -XO\ 6HUS HDWQ & BLHIDLGIFL @JG MWK HRGIVHRQO\ ZLOO DFFUXH LI G
/JLTXLGDWLRQ ULJKWYV

,Q WKH HYHQW RI DQ\ OLTXLGDWLRQ GLVVROXKH BR RWOZE OGOV % SURIQW KH Q\R K& BBR @V K
DQG WKH KROG I$UNVQRSI GHIWILHIY % VKDOO EH HQWLWOHG WR UHFHLYH WKHLU RULJLQDO SXLU
GLYLGHQGY SULRU WR DQ\ GLVWULEXWLRQV EHLQJ PDGH WR FRPPRQ VWRFN 8SRQ FRPSC
WR WKH KROG ISUVQRSI GHWILKHY % DOO Rl WKH UHPDLQLQJ DVVHWYV VKD GODEM GHM H VE% VDI
VWRFN SUR UDWD EDVHG RQ WKH QXPEHU RI VKDUHV Rl FRPPRQ VWRFN KHOG E\ HD$ KD QO
BHULHV %

&RQYHUVLRQ

(DFK VKDUH R8I DB@I® IBHHWULHY % LV FRQYHUWLEOH DW WKH RSWLRQ RI WKH KROGHU DW DQ\
QRQDVVHVVDEOH VKDUHV RI FRPPRQ VWRFN DV GHWHUPLQHG E\ GLYLGLQJ WKH RULJLQD(
GLYLGHQGY WKHUHRQ E\ WK H FRQR® WK HHR G BWHFWKH AHUWLILFDWH LV VXUUHQGHUHG IRU
SHU VKDUH DQG LV VXEMHFW WR DGMXVWPHQW IRU FHUW D L$Q D@L B WU YHVHY QW ¥ [XWRRI

)
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DICERNA PHARMACEUTICALS, INC.
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9. Redeemable Convertible Preferred Stock (Continued)

FRQYHUWHG LQWR RQH VKDUH RI FRPPRQ VWRHAN LG WHKHD W YHHOW RW D Q @ PLYLER®PSRBEW/L 5 L
RU DW WKH HOHFWLRQ RI WKH KROGHUV Rl DW OHDVW DQBISWKHHNKHQ RXWVWDQGLQJ VK
SHGHPSWLRQ

$W DQ\ WLPH RQ RU DIWHU $SULO DQG DW WKH UHTXHVW Rl WKH KROGHUS BRQRW
BHULHV % WKH &RPSDQ\ ZLOO UHGHHP DOO RI VSKBIQW K&HU REKW Y%WIDVY ®IQQ D FVRODQWM \H RX B & UA
DOO DFFXPXODWHG EXW XQSDLG GLYL& DQGV6RQ LHXWF B \LIQDW KV HH BIAFXDKMVDQQXDO LQVWDC
GDWH

7KH &RPSDQ\ LV DFFUHWLQJ WKH$DQG\6Q U LYHD\O YHWR BHGHHP\S WLRQ YDOXH RYHU WKH SHU
GDWH RI $SULO 7KH DFFUHWLRQ DPRXQWY DUH UHFRUGHG DV DQ LQFUHDVH WR WK
DGGLWLRQDO SDLG DQ & DAMSH.AMVD @ RLD BRXPXODWHG GHILFLW

&RQFXUUHQW ZLWK WKH -XO\ 6HUS HDWQ & BLHIDLGIRL @J U MAKHHPBHULLRHY GDWH ZDV H[WHQGHG

10. Common Stock and Stock Option Plan

&RPPRQ VWREFEN

IRWLQJ GLYLGHQG DQG OLTXLGDWLRQ ULJKWV RI WKH KROGHUV RI WKH FRPPRQ VWRFN I
KROGHUV RI WKH SUHIHUUHG VWRFN

9RWLQJ

7KH KROGHUV Rl WKH FRPPRQ VWRFN DUH HQWLWOHG WR RQH YRWH IRU HDFK VKDUH RI F
DXWKRUL]JHG VKDUHV RI FRPPRQ VWRFN PD\ EH LQFUHDVHG RU GHFUHDVH GL UEPOW QRAV YERA
KROGHUV RI VKDUHV RI FDSLWDO VWRFN RI WKH &RPSDQ\ UHSUHVHQWLQJ D PDMRULW\ RI
&RPSDQ\ HQWLWOHG WR YRWH

'LYLGHQGYV

6XEMHFW WR WKH SD\PHQW LQ IXO0O Rl DOO SUHIHUHQWLDO GLYLGHQGV WR ZKLFK WKH K
EH HQWLWOHG WR UHFHLYH GLYLGHQGYV RXW RI IXQGV OHJDOO\ DYDLODEOH WKHUHIRU D)\
PD\ GHWHUPLQH LQ LWV VROH GLVFUHWLRQ ZLWK KROGHUV RI SUHIHUUHG VWRFN DQG FI
JLTXLGDWLRQ

,Q WKH HYHQW RI DQ\ YROXQWDU\ RU LQYROXQWDU\ OLTXL ®DWHR QN IGH. \B\DR P @MW RRQU RS R IV«
GHEWYV DQG OLDELOLWLHV RI WKH &RPSDQ\ DQG DOO SUHIHUHQWLDO DPRXQWV WR ZKLFK
RI DVVHWYV LQ OLTXLGDWLRQ WKH KROGHUV RI FRPPRQ VWRFN VKDOO EH HQWLWOHG WR
GLVWULEXWLRQ

6WRFN RSWLRQ SODQ

2Q -XO0\ WKH %RDUG RI 'LUHFWRUV DSSURYBGGWKRIQV X QWHQ@RK HHWV R EMHFOWDRU ZKLFK €
LQFHQWLYH VWRFN RSWLRQV QRQTXDOLILHG VWRFN RSWLRQV DQG UHVWULFWHG VWRFN
'LUHFWRUV DSSURYHG WKH )RXUWK $PHQGHG D Q GD RV /PMAWK® WD RSEOVRRHFN 3 DWDKF W R UF K

XS WR VKDUHV Rl WRRPPRRSDBQYRFN 2Q 2FWREHU WKH %RDUG RI 'LUHFWRUV D!
(PSOR\HH 'LUHFWRU DQG &RQVXOWDQW 6WRFN 30DQ DQG DGRSWHG WKH (PSOR\HH 'L
7KH 30DQ DV DGRSWHG DXWKRUL]JHV IXUWKHU LVVXDQWF HFRRARGS WRRFN 20K HEHM R U\

RI '"LUHFWRUY DSSURYHG DQ
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10. Common Stock and Stock Option Plan (Continued)

DPHQGPHQW WR WKH 30DQ WR LQFUHDVH WKH QXPEHU RI VKDUHYVY DXWKRUL]JHG IRU SX
WR VKDUHV RI WKHRSLPRID QWRMWRFN RSWLRQV JHQHUDOO\ YHVW DIWHU PRQWK
PRQWKY DQG H[SLUH \HDUV IURP WKH JUDQW GDWH

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH LV FODVVLILHG LQ WKH VWDWHPHQWY RI RSHUDW

YEAR ENDED SIX MONTHS ENDED
DECEMBER 31, JUNE 30,
2011 2012 2012 2013

XQDXGLWHG
5HVHDUFK DQG GHYHORSPHQW
*HQHUDO DQG DGPLQLVWUDWLYH

7TRWDO

7KH IDLU YDOXH RI HDFK VWRFN RSWLRQ DZDUG LV HVWLPDWI$® IRRQWHBHCAE.ONVIWK B WJI X DWW v
QRWHG LQ WKH WWOPHPWHEHYORADWLOLW\FIRRPR@EH WRFESIDADY GHWHUPLQHG EDVHG RQ DQ DY
SHHU JURXS RI VLPLODU FRPSDQLHV 7KH &RPSDQ\ KDV OLPLWHG VWRFN RSWLRQ H[HUFL\
ZDV FDOFXODWHG XVLQJ WKH VLPSOLILHG PHWKRG ZKLFK UHSUHVHQWV W KZH DMHANVHDG HD Rt
YHVWLQJ SHULRG RI WKH VWRFN RSWLRQ 7KH DVVXPHG/GLSHEWPGEVLIRHORBI| LYRED BBEAQ QI RBQ
IRUHVHHDEOH IXWXUH 7KH ULVN IUHH UDWH IRU SHULRGV ZLWKLQ W KH HHD[\&XEWH 6 COG_HRRYV/R
WKH WLPH RI JUDQW

7KH DVVXPSWLRQV XVHG LQ WKH %ODFN 6FKROHVY RSWLRQ SULFLQJ PRGHO IRU VWRFN RS
DUH DV IROORZV

DECEMBER 31,
2011 2012

([SHFWHG RSWLRQ WHUP LQ \HDUV
([SHFWHG YRODWLOLW\

S5LVN I[UHH LQWHUHVW UDWH
([SHFWHG GLYLGHQG \LHOG

7KH ZHLJKWHG DYHUDJH JUDQW GDWH IDLU YDOXH RI VWRFN RSWLRQV JUDQWHG GXULQJ
HQGHG -XQH XQDXGLWHG ZDV DQG 7KISHH YHOHH RUMWKRKFRWRAYWDRQV J
'"HFHPEHU DQG -XQH XQDXGLWHG WKHUH ZBVXQUEBEBRBIJQL]HGHFBPSWQVYEWLR (
QRQYHVWHG HPSOR\HH DQG QRQHPSOR\HH VWRFN RSWLRQ JUDQWV XQGHU WKH 30DQ
SHULRG RI VHYHQWHHQ PRQWKY 7KH WRWDO LQWULQVLF YDOXH RI VWRFN RSWLRQV H[H!
\HDU HQGHG 'HFHPEHU DQG WKH VL[ PRQWKVY HQGHG -XQH XQDXGLWHG WKF
7KHUH ZHUH QR VWRFN RSWLRQV H[HUFLVHG GXULQJ WKH VL[ PRQWKVY HQGHG -XQH

\HDUV HQGHG 'HFHPEHU DQG DQG WKH VL[ PRQWKV HQGHG -XQH XQDXGLV

)
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10. Common Stock and Stock Option Plan (Continued)

6WRFN RSWLRQV JUDQWHG WR QRQHPSOR\HHV

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH UHODWHG WR VWRFN RSWLRQV JUDQWHG WR QRQ
JHQHUDOO\ RQ D VWUDLJKW OLQH EDVLV 7KH &RPSDQ\ EHOLHYHV WKDW WKH IDLU YDOXH
WKH VHUYLFHVY UHFHLYHG &RPSHQVDWLRQ H[SHQVH LV VXEMHFW WR UHPHDVXUHPHQW Xt

7KH &RPSDQ\ JUDQWHG RSWLRQV IRU VKDUHV Rl FRPPRQ VWRFN WR QRQHPSOR\HHV ZL
LQ RU LQ WKH VL[ PRQWKY HQGHG -XQH XQDXGLWHG 7KH &RPSDQ\ KDV UHFRU
EDVHG FRPSHQVDWLRQ FUHGLW RI GXULQJ WKH \HDUV HQGHAXLFRHIPEHQFOXGHB®Q® WK
FRPSHQVDWLRQ H[SHQVH RI DQG IRU &RRBGHQVDWHRGHAWHYNE\LY VXEMHFW WR U
RSWLRQV YHVW 7KH DVVXPSWLRQV XVHG WR HVWLPDWH IDLU YDOXH ZHUH DV IROORZV

DQG DQG DV RI -XQH X Q D X GYLRADHDGV L O HW S IR F W L \DHQGB\ DV RI '"HFHPEHU

DQG DV RI -XQH XQDXGLWHBDLQWQIHROWBDFWXDO OLIH RI DSSUR[LPDWHO\ \I
DQG DQG IRU WKH VL[ PRQWKY HQGHG -XQH XQDXGLWHG

$ VXPPDU\ RI VWRFN RSWLRQ DFWLYLW\ IRU HPSOR\HH DQG QRQHPSOR\HH DZDUGV XQGHL

WEIGHTED- WEIGHTED-
AVERAGE AVERAGE
NUMBER EXERCISE REMAINING
OF PRICE CONTRACTUAL
OPTIONS PER SHARE TERM (YEARS)
2876%1',1* -DQXDU\
*UDQWHG
([HUFLVHG
YRUIHLWHG
2876%1',1* '"HEFHPEHU
(:(5&,6%$%/( '"HEHPEHU
9HVWHG DQG H[SHFWHG WR YHVW DV RI 'HFHPEHU
2876%1',1* -DQXDU\
([HUFLVHG XQDXGLWHG
JRUIHLWHG XQDXGLWHG
2876%1',1* -XQH XQDXGLWHG
(:(5&,6%$%/( -XQH XQDXGLWHG
8QGHU WKH &RPSID®DG VWRFN RSWLRQ SODQV WKH &RPSDQ\ KDV UHVHUYHG VKDU
5HVWULFWHG VWRFN
'XULQJ WKH &RPSDQ\ LVVXHG D WRWDO RIFRPVRRUHVREINWKR B RFESBQWLILF DGYLVRU
IRU VHUYLFHV 7KH IDLU YDOXH Rl WKHVH VKDUHV ZDV  DW WKH LVVXDQFH GDWH 7KH V
UHVWULFWLRQV WKDW ODSVHG LQ 1RYHPEHU $V RI '"HFHPEHU DQG WKHUH C

&RPSDQ\ KDV UHFRUGHG VWRFN EDVHG FRPSHQVDWLRQ H[SHQVHDRIVRFAL@® HGLQLWK DAMXG
)
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WKHVH VKDUHV ,Q -XQH WKH &RPSDQ\ LVVXHEBRPPRRDWWR FRI WK H &FREQ@ALILF DGYLV
SULFH RI SHU VKDUH 7KH IDLU YDOXH RI WKHVH VKDUHV ZDV DW WKH YHVWLQJ Gl
WUDQVIHU UHVWULFWLRQV WKDW ODSVH UDWDEO\ RYHU PRQWKY EHJLQQLQJ LQ -XO\
UHSXUFKDVH DW SHU VKDUH ,Q DGGLWLR®LDW MX 2 LDAGKY WWKRHJ &FRHDBVODHOA WRVEW KOH RSW L
YHVWHG VKDUHV IURP WKH VFLHQWLILF DGYLVRU DW IDLU PDUNHW YDOXH

$V RI '"HFHPEHU WKHUH ZDV QR XQUHFRJQL]JHG FRPSHQVDWLRQ FRVW UHODWHG WR
$ VXPPDU\ RI WKH &RPSWQPLFWHG VWRFN LV SUHVHQWHG EHORZ

WEIGHTED-
AVERAGE
GRANT DATE
FAIR VALUE
SHARES PER SHARE
1RQYHVWHG -DQXDU\

IHVWHG

1RQYHVWHG 'HFHPEHU
IHVWHG XQDXGLWHG

1RQYHVWHG -XQH XQDXGLWHG

11. Fair Value Measurements

)DLU YDOXH LV DQ H[LW SULFH UHSUHVHQWLQJ WKH DPRXQW WKDW ZRXOG EH UHFHLYHG
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY $V VXFK IDLU YDOXH LV D PDUNHW EL
WKDW PDUNHW SDUWLFLSDQWY ZRXOG VHDLEDY¥UVFIIRQ AR YNVEHWLRU VX BKE IDOMWKPSWLRQ
WKUHH WLHU YDOXH KLHUDUFK\ ZKLFK SULRULWL]HVY WKH LQSXWV XVHG LQ PHDVXULQJ ID
DFWLYH PDUNHWY /HYHO LEQSXWV RWKHU WKDQ WKH TXRWHG SULFHV LQ DFWLYH PDUN
XQREVHUYDEOH LQSXWV IRU ZKLFK WKHUH LV OLWWOH RU QR PDUNHW GDWD ZKLFK UHTX
UHTXLUHV WKH &RPSDQ\ WR XVH REVHUYDEOH PDUNHW GDWD ZKHQ DYDLODEOH DQG WR

7KH &RPSWDORDVK HTXLYDOHQWY DUH PHDVXUHG DW IDLU YDOXH RQ D UHFXUULQJ EDVLV Dt
WKH\ DUH YDOXHG XVLQJ TXRWHG PDUNHW SULFHV IRU WKH \HDUV HQGHG 'HFHPEHU
XQDXGLWHG

7KH IDLU YDOXH RI UHVWULFWHG FDVK DFFRXQWY SD\DEOH DQG DFFUXHG H[SHQVHV DS
LOQVWUXPHQWY DQG DUH FODVVLILHG ZLWKLTKXKHHERPS DER QKW HDPUGHEWX B K& HWDR GBK\ORD
WKH SUHYDLOLQJ PDUNHW UDWHV IRU LQVWUXPHQWVWKMW Kk D/LPBLADIUY BOXWHD IRWHW KYAWH FIMQ
WKHLU IDLU YDOXH DQG DUH DOVR FODVVLILHG ZLWKLQ /HYHO Rl WKH IDLU YDOXH KLHU

7KH IDLU YDOXH RI WKH SUHIHUWZKGE PKWIRF R ZDVMLD QMG ZILIEKLIOQ WHY H O ZDV GHWHUPLQHG
PRGHO IRU WKH \HDUV HQGHG 'HFHPEHU DQG DQG IRU WKH VL[ PRQWKY HQGHGC
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Notes to Financial Statements (Continued)
11. Fair Value Measurements (Continued)
7KH IROORZLQJ WDEOH SURYLGHV DVURIOIE LRUM WHY RHWKXUSRGPBWQN\DLU YDOXH RQ D UHFX

%$/$1&( -DQXDU\
,VVXDQFH Rl SUHIHUUHG VWRFN ZDUUDQWYV
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLW\
%$/$1&( 'HFHPEHU
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLW\
%$/$1&( 'HFHPEHU
,VVXDQFH Rl SUHIHUUHG VWRFN ZDUUDQWY XQDXGLWHG
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLW\ XQDXGLWHG
%$/$1&( -XQH XQDXGLWHG

7KH SUHIHUUHG VWRFN ZDUUDQW OLDELOLW\ ZLOO LQFUHDVH RU GHFUHDVH HDFK SHULR!

VWRFNL3QLILFDQW IOXFWXDWLRQ LQ WKH SUHIHUUHG VWRFN IDLU YDOXH ZRXOG QRW UH
VWRFN ZDUUDQW OLDELOLW\

12. Income Taxes

7KH &RPSDQ\ KDG QR FXUUHQW RU GHIHUUHG LQFRPH WD[ H[SHQVH IRU WKH \HDUV HQGH!
SRVLWLRQ 7KH &RPSDQ\ GLG QRW UHFRUG D IHGHUDO RU VWDWH LQFRPH WD[ SURYLVLR(

XQDXGLWHG GXH WR WKH ORVVHV LQFXUUHG LQ WKH FREBRBWIRXGEIGOB DSHOUNRGY QORH Z
DOORZDQFH DJDLQVW LWV QHW GHIHUUHG WD[ DVVHWYV

7KH UHFRQFLOLDWLRQ EHWZHHQ LQFRPH WD[HV FRPSXWHG DW WKH IHGHUDO VWDWXWRU
IROORZV

YEAR ENDED
DECEMBER 31, DECEMBER 31,
2011 2012

JHGHUDO VWDWXWRU\ UDWH

(HHFW RI
&KDQJH LQ YDOXDWLRQ DOORZDQFH
5HVHDUFK DQG GHYHORSPHQW WD[ FUHGLW
6WRFN EDVHG FRPSHQVDWLRQ
2WKHU

7TRWDO
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DICERNA PHARMACEUTICALS, INC.
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12. Income Taxes (Continued)
7KH FRPSRQHQWV RI WKH GHIHUUHG WD[ DVVHWYVY DUH DV IROORZV

AS OF DECEMBER 31,
2011 2012

'"HIHUUHG WD[ DVVHWV
1HW RSHUDWLQJ ORVV FDUU\IRUZDUGYV
&DSLWDOL]HG UHVHDUFK DQG GHYHORSPHQW FRVWV
5HVHDUFK DQG GHYHORSPHQW FUHGLW FDUU\IRUZDUGV
'"HSUHFLDWLRQ DQG RWKHU FRVWYV

'"HIHUUHG WD[ DVVHWYV
9DOXDWLRQ DOORZDQFH

'"HIHUUHG WD[ DVVHWYV

ODQDJHPHQW RI WKH &RPSDQ\ KDV HYDOXDWHG WKH SRVLWLYH DQG QHJDWLYH HYLGHQF!
GHWHUPLQHG WKDW LW LV PRUH OLNHO\ WKDQ QRW WKDW WKH &RPSDQ\ ZLOO QRW UHFR.

DOORZDQFH ZDV HVWDEOLVKHG DW 'HFHPEHU DQG 7KH YDOXDWLRQ DOORZDQF#
WKH &RPBS QW RSHUDWLQJ ORVV FDUU\IRUZDUGYVY $V RI '"HFHPEHU WKH &RPSDQ\ KI
VWDWH QHW RSHUDWLQJ ORVYV FDUU\IRUZDUGV DQG RI'l[HGHUDO DQG R1 ODVVDFKX

5HDOL]DWLRQ RI WKH IXWXUH WD[ EHQHILWYV LV GHSHQ® HDEWOR @ P YR\ J DG WERLW H L\Q B FOXE30L
RSHUDWLQJ ORVV FDUU\IRUZDUG SHULRG 8QGHU WKH SURYLVLRQV RI WKH ,QW NURDXH BN
LQFOXGLQJ D VDOH RI WKH &RPSDQ\ RU VLIJQLILFDQW F WD KDV HQORERWH GK RS GDH W/IRP VN
RI QHW RSHUDWLQJ ORVV FDUU\IRUZDUGV |¥KMFKXFRXUICHS VEDI XE 6O 6 D@FREHD O\ WR R

$V RI '"HFHPEHU WKH &RPSDQ\ KDG RI XQUHFRJQL]HGIWDBW EQGRHAMWWDR IHZ&EHRBRK H
EHIRUH FRQVLGHUDWLRQ RI WKH YDOXDWLRQ DOORZDQFH 7KH &RPSDQ\ GRHV QRW H[SHF

PRQWKY 7KH &RPSDQ\ UHFRJQL]JHVY ERWK LQWHUHVW DQG SHQDOWLHY DVVRFLDWHG ZL
$V RI '"HFHPEHU WKH &RPSDQ\ KDV QRW DFFUXHG DQ\ SHQDOWLHV RU PDGH SURYL\

$ UHFRQFLOLDWLRQ RI WKH JURVV XQUHFRJQL]JHG WD[ EHQHILW LV DV IROORZV

AS OF DECEMBER 31,

8QUHFRJQL]HG WD[ EHQHILWY DW WKH EHJLQQLQJ RI WKH \HDU
$GGLWLRQV IRU FXUUHQW WD[ SRVLWLRQV

/IDSVH RI VWDWXWH RI OLPLWDWLRQV

8QUHFRJQL]HG WD[ EHQHILWY DW WKH HQG RI WKH \HDU
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12. Income Taxes (Continued)

7KH &RPSDQ\ ILOHV LQFRPH WD[ UHWXUQV LQ WKH 8QLWHG 6WDWHV DQG &RPPRQZHDOWK
WR H[DPLQDWLRQ E\ WKHVH MXULVGLFWLRQV DV FDUU\IRUZDUG DWWULEXWHYV JHQHUDW
FXUUHQWO\ XQGHU H[DPLQDWLRQ E\ WKH ,QWHUQDO 5HYHQXH 6HUYLFH RU DQ\ RWKHU MX
RU SHQDOWLHV IRU XQUHFRJQL]HG WD[ EHQHILWV VLQFH LWV LQFHSWLRQ

13. Commitments and Contingencies
J)DFLOLW\ OHDVH

7KH &RPSDQ\ EHJDQLEHIMQ® DRE VSDFH LQ XQGHU D QRQFDQFHODEOH RSHUDWLQJ OH
1RYHPEHU 7KH OHDVH DJUHHPHQW SURYLGHV IRU DQ LQFUHDVLQJ PRQWKO\ SD\PH:!
VWUDLJKW OLQH EDVLV DQG WKHUHIRUH WKH &RPSDQ\ KDG D GHIHUUHG UHQW REOLJDW

DQG -XQH XQDXGLWHTKH WBHRWPSHFW LWHDOVR UHTXLUHG WR PDLQWDLQ D OHWWH
OHDVH ZKLFK LV VHFXUHG E\ D FHUWLILFDWH Rl GHSRVLW 7KH FHUWLILFDWH Rl GHSRVL

5HQW H[SHQVH ZDV IRU HDFK RI WKH \HDUV HQGHG 'HFHPEHU DQG DQG ZDV
XQDXGLWHG DQG XQDXGLWHG

$V RI '"HFHPEHU IXWXUH PLQLPXP SD\PHQWYV SD\DEOH XQGHU WKH IDFLOLW\ OHDVH
l1RYHPEHU 8QGHU WKH DPHQGHG IDFLOLW\ OHDVH WHUPV IXWXUH PLQLPXP SD\PHC

OPERATING

YEAR ENDING DECEMBER 31 LEASES

TRWDO

&RQWUDFW UHVHDUFK DJUHHPHQW

,Q JHEUXDU\ DV DPHQGHG LQ ODUFK WKH &RPSDQ\ HQWHUHG LQWR D FRQWUDFW
&RUSRUDWLRQ WR SURYLGH ODERUDWRU\ VHUYLFHY PDWHULDOV DQG DVVRFLDWHG UI
&RPSDW\GUXJ GLVFRYHU\ DQG GHYHORSPHQW SURJUDPV 8QGHU WKH WHUPV RI WKH DJUH
\HDU WKURXJK ODUFK DQG SHU \HDU WKHUHDIWHU WKURXJK ODUFK IRU ZRUN W/
7KH &RPSDQ\ UHFRUGHG UHVHDUFK DQG GHYHORSPHQW H[SHQVH RIUHODQEG WRQVKH DQ!
&RUSRUDWLRQ ,Q DGGLWLRQ DV Rl '"HFHPEHWKH &RPRMQ\ KDV HMBHFMMLIGYHO\DQG IRU
WKH IROORZZIQUFKHDUH LQFOXGHG LQ SUHSDLG H[SHQVHY DQG RWKHU FXUUHQW DVVHWYV |
ULJKW WR UHQHZ WKH DJUHHPHQW DQG PD\ WHUPLQDWH WKH DJUHHPHQW DW WKH FRQFC
UHTXLUHG WR SD\ FHUWDLQ IHHV LQFXUUHG E\ WKH &RUSRUDWLRQ XS WR WKH GDWH RI V

)
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13. Commitments and Contingencies (Continued)

&LW\ RI +RSH OLFHQVH DJUHHPHQW

,Q 6HSWHPEHU WKH &¢RPSDQ\ HQWHUHG LQWR D OLFHQVH DJUHHPHQW ZLWK &LW\ RI +
OHGLFDO &HQWHU ,Q FRQVLGHUDWLRQ IRU WKH ULJKW WR GHYHORS PDQXIDFWXUH D(
LOWHOOHFWXDIOHSYRBFHUQU\SDLG D RQH WLPH QRQ UHIXQGDEOH OLFHWQVH IHB DO GDIOMK R
VWRFN DV FRQVLGHUDWLRQ IRU WKH OLFHQVH

7KH &RPSDQ\ LV UHTXLUHG WR SD\ DQ DQQXDO OLFHQVH PDLQWHQDQFH IHH UHLPEXUVH
WKH UDQJH RI WR XSRQ WKH DFKLHYHPHQW RI FHUWDLQ PBREUWRQHAM DQG BW
EHHQ DFFUXHG DQG DUH LQFOXGHG LQ DFFRXQWY SD\DEOH DV7RH'BEAREMH DJUHHP & G\
XQWLO WKH H[SLUDWLRQ Rl WKH ODVW SDWHQWY RU FRS\ULJKWV OLFHQVHG XQGHU WKH
SD\PHQW RI PLOHVWRQHY KDYH WHUPLQDWHG RU H[SLUHG 7KH &RPSDQ\ PD\ WHUPLQDWH
WKH OHGLFDO KH Q@ R/MIDQ\ UHFRUGHG UHVHDUFK DQG GHYHORSPHQW H[SHQVH URIODWH®!

LQ DQG UHVSKFK UHVB\DUFK DQG GHYHORSPHQW H[SHQVH ZDV IRU HDFK RI
XQDXGLWHG DQG XQDXGLWHG

30DQW %LRVFLHQFH /LPLWHG OLFHQVH DJUHHPHQW

,Q BHSWHPEHU WKH &RPSDQ\ HQWHUHG LQWR D FRPPHUFLDO OLFHQVH DJUHHPHQW ZI

JUDQWHG WR WKH &RPSDQ\ D OLFHQVH WR FHUWDLQ RI LWV 8 6 SOBWMRWRSD @6 GDIWHW WU
DQG H[SRUW SURGXFWV LQFRUSRUDWLQJ RQH RU PRUH VKRUW 51%$ PROHFXOHV 650V

7KH &RPSDQ\ KDV SDLG 3%/ D RQH WLPH QRQ UHIXQGDEOH VLIJQDWXUH IHH DQG ZLOO SD
WKH &RPSDQ\ XQGHU WKH DJUHHPHQW 7KH &RPSDQ\ LV IXUWKHU REOLJDWHG WR SD\ 3%/
UHJXODWRU\ PLOHVWRQHV ,Q DGGLWLRQ 3%/ LV HQWLWOHG WR UHFHLYH UR\DOWLHV RI
&RPSDQ\

14. Employee Benefit Plan

,Q -DQXDU\ WKH &RPSDQ\ HVWDEOLVKHG D N UHWLUHPHQW SODQ LQ ZKLFK VXEVW
HPSOR\HHV PD\ HOHFW WR FRQWULEXWH XS WR WKH PD[LPXP OLPLWV DV VHW E\ WKH ,QV
PDGH GLVFUHWLRQDU\ SODQ FRQWULEXWLRQV RI DQG LQ DQG DQG IF

XQDXGLWHG UHVSHFWLYHO\

15. Subsequent Event

7KH &RPSDQ\ KDV HYDOXDWHG VXEVHTXHQW HYHQWY ZKLFK PD\ UHTXLUH DGMXVWPHQW V
WKH GDWH WKH ILQDQFLDO VWDWHPHQWY ZHUH DYDLODEOH WR EH LVVXHG

$V SDUW RI WKH -XO0O\ 6HULHV & ILQDQFLQJ WKH &RPSDQ\ UHGXFHG FHUWDW® Hs 6 HUH BIQ
6HULHV % GLYLGHQGY ZLOO RQO\ DFFUXH LI GHFODUKB® GWKH I%4R/DY QJ R G H.RJISWF MRRQ G D BV

7KH EDODQFH RI 6HULHVY $ DQG % GLYLGHQGY DFFUXHG DV RI '"HFHPEHU DQG
UHVSHFWLYHO\
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PART Il INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13. Other Expenses of Issuance and Distribution

7KH IROORZLQJ WDEOH VHWYV IRUWK DOO H[SHQVHV WR EH SDLG E\ WKH 5HJLVWUDQW RW
FRQQHFWLRQ ZLWK RIDHW L@L WL C5AOQWVRVKRZQ DUH HVWLPDWHY H[FHSW IRU WKH 6HF}
DQG WKH ),15% ILOLQJ IHH

AMOUNT
PAID OR
TO BE
PAID
6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ UHJLVWUDWLRQ IHH

),15$ ILOLQJ IHH

,QLWLDO 1$6'$4 OLVWLQJ IHH

3ULQWLQJ DQG HQJUDYLQJ H[SHQVHV

/HIDO IHHV DQG H[SHQVHYV

$FFRXQWLQJ IHHV DQG H[SHQVHV

7JUDQVIHU DJHQW DQG UHJLVWUDU IHHV DQG H[SHQVHV
OLVFHOODQHRXV H[SHQVHV LQFOXGLQJ URDG VKRZ
7RWDO

7R EH SURYLGHG E\ DPHQGPHQW

Item 14. Indemnification of Directors and Officers

'LFHUQD 3KDUPDFHXWLFDOV ,QF LV LQFRUSRUDWHG XQGHU WKH ODZV RI WKH 6WDWH RI
*HQHUDO &RUSRWIMYWLRHOM®OHEG '*&/ ZKLFK HQDEOHV D FRUSRUDWLRQ LQ LWV RULJLQDO F
HOLPLQDWH RU OLPLW WKH SHUVRQDO OLDELONVWLE®XMPLDHYBHKSYRU IRRUYDRO BWH BR KB RN \WH
OR\DOW\ WR WKH FRUSRUDWLRQ RU LWV VWRFNKROGHUV IRU DFWV RU RPLVVLRQV QR
YLRODWLRQ BIXOVXDQW WR 6HFWLRQ RI WKH "*&/ ZKLFK SURYLGHV IRU OLDELOLW\ RI {
VWRFN SXUFKDVH RU UHGHPSWLRQV RU IRU DQ\ WUDQVDFWLRQ IURP ZKLFK D GLUHFWF

6HFWLRQ D RI WKH '*&/ SURYLGHV LQ JHQHUDO WKDW D FRUSRUDWLRQ PD\ LQGHPQLI
SbUw\ WR DQ\ WKUHDWHQHG SHQGLQJ RU FRPSOHWHG DFWLRQ VXLW RU SURFHHGLQJ Z
DFWLRQ E\ RU LQ WKH ULJKW Rl WKH FRUSRUDWLRRLFBHFEXRHKHRBW YKARW. \RIRWKHD VRUGS I
VHUYLQJ DW WKH UHTXHVW RI WKRLFRUBKRQUBWHRRUDNJHB @Y RH DMVRWKHU FRUSRUDWLRQ S
HOQWHUSULVH DJDLQVW H[SHQVHV LQFOXGLQJ DWWRUQH\V [IHHV MXGJPHQWYV ILQHV D(
SHUVRQ LQ FRQQHFWLRQ ZLWK VXFK DFWLRQ VXLW RU SURFHHGLQJ LI KH RU VKH DFWH(
QRW RSSRVHG WR WKH EHVW LQWHUHVWY Rl WKH FRUSRUDWLRQ DQG ZLWK UHVSHFW WR
RU KHU FRQGXFW ZDV XQODZIXO

6HFWLRQ E RI WKH '*&/ SURYLGHYV LQ JHQHUDO WKDW D FRUSRUDWLRQ PD\ LQGHPQLI
SDUW\ WR DQ\ WKUHDWHQHG SHQGLQJ RU FRPSOHWHG DFWLRQ RU VXLW E\ RU LQ WKH Ul
SHUVRQ LV RU ZDRLP HUPGWRWHRH RU DJHQW RI WKH FRUSRUDWLRQ RU LV RU ZDV VHUWRLGH
HPSOR\HH RU DJHQW RI DQRWKHU FRUSRUDWLRQ SDUWQHUVKLS MRLQW YHQWXUH WUX\
DQG UHDVRQDEO\ LQFXUUHG E\ WKH SHUVRQ LQ FRQQHFWLRQ ZLWK WKH GHIHQVH RU VHV
PDQQHU KH RU VKH UHDVRQDEO\ EHOLHYHG WR EH LQ RU QRW RSSRVHG WR WKH EHVW LC
ZLWK UHVSHFW WR DQ\ FODLP LVVXH RU PDWWHU
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DV WR ZKLFK KH RU VKH VKDOO KDYH EHHQ DGMXGJHG WR EH OLDEOH WR WKH FRUSRUDW
WKDW GHVSLWH WKH DGMXGLFDWLRQ RI OLDELOLW\ EXW LQ YLHZ RI DOO RI WKH FLUFXP
VXFK H[SHQVHV ZKLFK WKH DGMXGLFDWLQJ FRXUW VKDOO GHHP SURSHU

6HFWLRQ J RI WKH '"*&/ SURYLGHV LQ JHQHUDO WKDW D FRUSRUDWLRQ PD\ SXUFKDVF
GLUHMRARHHP SOR\HH RU DIJHQW RI WKH FRUSRUDWLRQ RU LV RU ZDV VHURIL® BHIFPWSW ORKHHUR
RI DQRWKHU FRUSRUDWLRQ SDUWQHUVKLS MRLQW YHQWXUH WUXVW RU RWKHU HQWHU!
SHUVRQ LQ DQ\ VXRHYW BDEDEQWRXW RI KLV RU KHU VWDWXV DV VXFK ZKHWKHU RU QRW W
SHUVRQ DJDLQVW VXFK OLDELOLW\ XQGHU 6HFWLRQ RI WKH "*&/

H H[SHFW WKDW WKH DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQF R USRIUDIW ERQ UDVGHRY
WKDW QR GLUHFWRU RI RXU FRPSDQ\ VKDOO EH SHUVRQDOO\ OLDEOH WR XV RU RXU VWR
GLUHRWRMSW IRU OLDELOLW\ IR U \D QX WU HRD KR RO OMK HWARL ¥ ¥ RWRRIXU VWRFNKROGHUYV

ZKLFK LQYROYH LOQWHQWLRQDO PLVFRQG XFWQRWHD S\HFRZ IRQ JX Q IOR@DX\AL BQ YRIGBIZG SD\PHQW
UHSXUFKDVHY RU RWKHU GLVWULEXWLRQV SXUVXDQW WR 6HFWLRQ RI WKH '*&/ RU

SHUVRQDO EHQHILW ,Q DGGLWLRQ RXU FKDUWHU ZLOO SURYLGH WKDW LI WKH '*&/ LV DF
GLUHFWRUV WKHQ WKH OLDELOLW\ RI D GLUHFWRU RI RXU FRPSDQ\ VKDOO EH HOLPLQDW

:H DOVR H[SHFW RXU DPHQGHG DQG ZLOO IXUWKHU SURYLGH WKDW DQ\ UHSHDO RU PRGL
'*&/ ZLOO QRW DIGIFRWBROUDIKW RU SURWHFWLRQ H[LVWLQJ DW WKH WLPH RI VXFK UHSHEL
RFFXUULQJ EHIRUH VXFK UHSHDO RU PRGLILFDWLRQ RI D GLUHFWRU VHUYLQJ DW WKH WL

:H H[SHFW WKDW RXU DPHQGHG DQG UHVWDWHG E\ODZV DGRSWHGJIEEXYDIVL ZUONRSW RN L
LQGHPQLI\ HDFK Rl RXULFHWHWFWRUWDIQ® RRSOR\HHY DQG DJHQWV WR WKH IXOOHVW H[WI
DPHQGHG H[FHSW WKDW LQ WKH FDVH RI DQ DPHQGPHQW RQO\ WR WKH H[WHQW WKDW V
WKDQ WKH '*&/ SHUPLWWHG XV WR SURYLGH SULRU WR VXFK WKH DPHQGPHQW DJDLQVW
UHDVRQDEO\ SDLG LQ VHWWOHPHQW WHICAM D R IV FXUHRHSIO R\ HAHY R BG R URAWHRRISMURHHFRACROU. L |
FRQQHFWLRQ ZLWK DQ\ WKUHDWHQHG SHQGLQJ RU FRPSOHWHG SURFHHGLQJ RU DQ\ FOD
PDGH D SDUW\ EHFDXVH KH RU VKH LV R ZDW Kb HPLSIRDNVHDRE IRXBUA ARRRIS IGNT X H \VO/D IDW @H G
WUXVWIHHHRBOR\HH RU DJHQW Rl DQRWKHU FRUSRUDWLRQ SDUWQHUVKLS MRLQW YHQW
DFWHG LQ JRRG IDLWK DQG LQ D PDQQHU KH RU VKH UHDVRQDEO\ EHOLHYHG WR EH LQ RI
DQ\ FULPLQDO SURFHHGLQJ KDG QR UHDVRQDEOH FDXVH W R{EHFIWH YWK K LFA RVZKHAL GRQ &L
DGYDQFHPHQW RI H[SHQVHV WR HDFK RI RXU GLUHFWRUV DQG LQIWKH & D/AF® HHW ER® \RIIHW

,Q DGGLWLRQ ZH H[SHFW WKH E\ODZV ZLOO SURYLGHIWKDUW WKRHLQIGIHKRQ RILIF D WML RQ RXUG C
VKDOO EH D FRQWUDFW ULJKW DQG VKDOO QRW EH H[FOXVLYH RI DQ\ RWKHU ULJKW QRZ
FKDUWHU RU E\ODZV DJUHHPHQW YRWH RI VWRFNKROGHUV RU RWKHUZLVH )XUWKHUPRL
RILFHUV DQG HPSOR\HHV DZBHMWKWHWD QUOQARWLOHWRXOG KDYH WKH SRZHU WR LQGHPQLI\ Y
'*&/ RU WKH E\OD2ZzV

,Q FRQQHFWLRQ ZLWK WKH VDOH RI WKH FRPERQ YWRBIE FWR.ODWHIULVQWRH® GHPGENFDW
GLUHFWRUV DQG RXMEHWN FXKMHMHHDRIUHHPHQWY ZLOO SURYLGH WKDW ZH ZL®QBHIUQYGW RQAKHI
H[WHQW SHUPLWWHG E\ ODZ DQG WKH FKDUWHU DQG E\ODZV
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:H DOVR PDLQWDLQ D JHQHUDO OLDELOLW\ LQVXUDQFH SROUEFHHKVFKI FRRXYH BR PFEHWN DL ¥
EDVHG RQ DFWV RU RPLVVLRQV LQ WKHIFHBYWSDFLWLHY DV GLUHFWRUV RU RI

,Q DQ\ XQGHUZULWLQJ DJUHHPHQW ZH HQWHU LQWR LQ FRQQHFWLRQ ZLWKHWKMGHLAM LRV
WR LQGHRPQGHU FHUWDLQ FRQGLWLRQYFMNVV QUG GHIHFRVQRW YK RFR RWURO XV ZLWKLQ WKF
FHUWDLQ OLDELOLWLHV

Item 15. Recent Sales of Unregistered Securities.

7KH IROORZLQJ OLVWYV VHW IRUWK LQIRUPDWLRQ UHJDUGLQJ DOO VHFXULWLHYV VROG RU
6HFXULWLHV $FW RI DV DPHQGHG WKH 6HFXULWUHW HKIEYH G EQ X W KRHU FIRIQMKL RS/ HD ® UELLR )
VWRFN VSOLW XSRQ WKH ILOLQJ RI DQ DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRU
SXUVXDQW WR ZKLFK D HDFK VKDUHV RI RXU FRPPRQ VIWRWN YRXQWHWW DRI G RHF UMPFYH
FRPELQHG DQG FRQYHUWHG LQWR RQH VKDUH RI RXU FRPPRQV VWRFN RXWVWDQGLQJ LPF}
6HULHV % SUHIHUUHG VWRFN RXWVWD HFMRLY HRAH/G/L R WW R H SUHYRHU WHR WKRIFNTVSOLW ZHUF
RI RXU 6HULHV $ DQG 6HULHV % SUHIHUUHG VWRFNKRXQXWVW B QG IR} IJVHFXKGE WD-W M D\QUGKW K H L
SULFH SHU VKDUH VHW IRUWK EHORZHKMBW HREWK® DEVMNKYVWHGEWREFWKSOHLIW GHVFULEHG DEI

,VVXDQFHV RI SUHIHUUHG VWRFN
2Q $XIXVW ZH LVVXHG DQG VROG WR QLQH DFFUHGLWHG LQYHVWRUV DQ DJJUHIJI
SXUFKDVH SULFH RI SHU VKDUH IRU DQ DJJUHJDWH FRQVLGHUDWLRQ RI LQ FD\
SURPLVVRU\ QRWHV SUHYLRXVO\ LVVXHG E\ XV WR ILYH RI WKH QLQH LQYHVWRUV 2Q 6HS
VKDUHV Rl 6HULHV % SUHIHUUHG VWRFN DW D SXUFKDVH SULFH RI IRU D WRWDO F
VROG WR RQH DFFUHGLWHG LQYHVWRU VKDUHV RI RXU 6HULHV % SUHIHUUHG VWRFNM
LQ FDVK (DFK VKDUH RI 6HULHV % SUHIHUUHG VWRFN ZLOO FRQYHUW LOQWHRURQH \

2Q -XO0\ ZH LVVXHG DQG VROG WR HLIKWHHQ DFFUHGLWHG LQYHVWRUV DQ DJJU
SXUFKDVH SULFH RI SHU VKDUH IRU DQ DJJUHJDWH FRQVLGHUDWLRQ RI LQ FDV
SURPLVVRU\ QRWHYV SUHYLRXVO\ LVVXHG E\ XV WR VHYHQ Rl WKH HLIKWHHQ LQYHVWRUYV
RXU FRPPRQ VWRFN XSRQ WHUHLRARVLQJ RI WKLV RI

,ZVVXDQFH RI ZDUUDQWYV

2Q -XQH DQG -XO\ ZH LVVXHG ILYH ZDUUDQWYV WR SXUFKDVH DQ DJJUHJDW
FRQQHFWLRQ ZLWK RXU EULGJH QRWH ILQDQFLQJ (DFK ZDUUDQW KDV DQ H[HUFLVH S

2Q -XO0\ ZH HQWHUHG LQWR D ZDU U HFW QRIQRIH P HIQWNE XOWY HHUFRQBWFWLRQ ZLWI
XV E\ +HUFXOHV ZKLFK SURYLGHV +HUFXOHV D ZDUUDQW WR SXUFKDVH VKDUHV RI F
RI RXU 6HULHV % SUHIHUUHG VWRFN ULSRIQ WHKIHV FADRMLIMQJWR Z WXQVERFRPH H[HUFLVDEOH IR
H[HUFLVH SULFH RI SHU VKDUH RI RXU FRPPRQ VWRFN

2Q -XQH ZH LVVXHG VHYHQ ZDUUDQWYV WR SXUFKDVH DQ DJJUHJDWH RI VKD
DQ DJJUHJDWH ZDUUDQW SXUFKDVH SULFH RI LQ FRQQHFWLRQ ZLWK RXU EULGJH C
VKDUH RI RXU 6HULHV & SUHIHUUHG VWRFPNQ8 S R/ WMWKH ZIARML@QW \R Z WK \EIRFRPH H[HUFLVD
VWRFN DW DQ H[HUFLVH SULFH RI SHU VKDUH RI RXU FRPPRQ VWREFEN
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*UDQWYV RI VWRFN RSWLRQV DQG LVVXDQFHV RI FRPPRQ VWRFN

6LQFH -DQXDU\ ZH KDYH JUDQWHG VWRFN RSWLRQV WR SXUFKDVH DQ DJJUHJDWI
R SHU VKDUH WR RXU HPSOR\HHV GLUHFWRUV DQG FRQVXOWDQWYV SXUVXDQW WR R
WKH 30DQ DQG RXU HPSOR\HH GLUHFWRU DQG FRQVXOWDQW HTXLW\ LQFHQWLY
KDYH LVVXHG DQ DJJUHJDWH RI VKDUHV RI RXU FRPPRQ VWRFN XSRQ H[HUFLVH RI VW
IRUDQ DJJUHIJDWH FRQVLGHUDWLRQ RI

2Q -XQH ZH LVVXHG VKDUHV Rl RXU UHVWULFWHG FRPPRQ VWRFN WR D VFLHC(
RXU SOBQUHSXUFKDVHG VKDUHV IURP WKH VFLHQWLILF DGYLVRU RQ -XO\

:H GHHPHGIMWMKWH RDOHV DQG LVVXDQFHYV RI WKH VHFXULWLHYV GHVFULEHG LQ SDUDJUDSK"
WKH 6HFXULWLHV $FW LQ UHOLDQFH RQ 6HFWLRQ RI WKH 6HFXULWLHV $FWUHQBWXGH
WUDQVDFWLRQV E\ DQ LVVXHUHURWJIL GORPOSKQFKDSHMBULFI RIHFXULWLHY LQ WUDQVDFWLRC(
"UHSUHVHQWHG WR XV WKDW WKH\ ZHUH DFFUHGLWHG LQYHVWRUVY DQG ZHUH DFTXLULQJ
VDOH LQ FRQQHFWLRQ ZLWK DQ\ GLVWULEXWLRQ WKHUHRI DQG WKDW WKH\ FRXOG EHDU
SHULRG RI WLPH 7KH SXUFKDVHUV UHFHLYHG ZULWWHQ GLVFORVXUHV WKDW WKH VHFXU
PXVW EH PDGH SXUVXDQW WR D UHJLVWUDWLRQ VWDWHPHQW RU DQ DYDLODEOH H[HPSWI

:H GHHPHG WKH JUDQWY RI VWRFN RSWLRQV DQG LVVXDQFHV RI FRPPRQ VWRFN GHVFULE
DERYH DV H[HPSW SXUVXDQW WR 6HFWLRQ Rl WKH 6HFXULWLHYVY $FW WR EH H[HPSW Il
WKH 6HFXULWLHYV$BWE@VDRAHV RI VHFXULWLHY XQGHU FRPSHQVDWRU\ EHQHILW SODQV D¢
5X0OH (DFK RI WKH UHFLSLHQWYV RI VHFXULWLHYV LQ DQ\ WUDQVDFWLRQ H[HPSW IURP U
HPSOR\PHQW EXVLQHVV RU RWKHU UHODWLRQVKLSY WR LQIRUPDWLRQ DERXW XV

$00 RI WKH IRUHJRLQJ VHFXULWLHY DUH GHHPHG UHVWULFWHG VHFXULWLHV IRU SXUSRYV
LQ WKH WUDQVDFWLRQV GHVFULEHG LQ WKLV ,WHP LQFOXGHG DSSURSIHIDHAMGHRQWHVY R Q G
UHJLVWUDWLRQ VWDWHPHQW DQG GHVFULELQJ WKH DS Y®HRIHE DHUMHHE R/ XIOFGMHLLRZQN R B UW U
ZLWK DQ\ RI WKH WUDQVDFWLRQV VHW IRUWK LQ WKLV ,WHP

Item 16. Exhibits.

D 6HH WKH ([KLELW ,QGH[ RQ WKH SDJH LPPHGLDWHO\ SUHFHGLQJ WKH H[KLELWV IRU D C
ZKLFK ([KLELW ,QGH[ LV LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH
E 1R ILQDQFLDO VWDWHPHQW VFKHGXOHY DUH SURYLGHG EHFDXVH WKH LQIRUPDWLRQ F
RU WKH QRWHYVY WKHUHWR

Item 17. Undertakings.

7KH XQGHUVLIJQHG UHJLVWUDQW KHUHE\ XQGHUWDNHYV WR SURYLGH WR WKH XQGHUZULW
VXFK GHQRPLQDWLRQVY DQG UHJLVWHUHG LQ VXFK QDPHV DV UHTXLUHG E\ WKH XQGHUZU

,QVRIDU DV LQGHPQLILFDWLRQ IRU OLDELOLWLHY DULVLQJ XQGHU WKH6WAXUE \F ROW §RD
UHJLVWUDQW SXUVXDQW WR WKH IRUHJRLQJ SURYLVLRQV RU RWKHUZLVH WKH UHJLVWU
&RPPLVVLRQ VXFK LQGHPQLILFDWLRQ LV DJDLGFW DXEOL¥ SRIOH B H [RW H [ SUFHAYIRE AIQD\E & H
LQGHPQLILFDWLRQ DJDLQVW VXFK OLDELOLWLHY RWKHU WKDQ WKH SD\PHRWFHY WK H REV
SHUVRQ RI WKH UHJLVWUDQW LQ WKH VXFFHVVIXO GHIHQVH RI DQ\ DEMFHRIQR W X¥IRQ \R U ROUG:
FRQQHFWLRQ ZLWK WKH VHFXULWLHV EHLQJ UHJLVWHUHG WKH UHJLVWUDQW ZLOO XQOt
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WKH RSLQLRQ RI LWV FRXQVHO WKH PDWWHU KDV EHHQ VHWWOHG E\ FRQWUROOLQJ SUHF
VXFK LQGHPQLILFDWLRQ E\ LW LV DJDLQVW SXEOLF SROLF\ DV H[SUHVVHG LQ WKH $FW D(

7KH XQGHUVLIJQHG UHJLVWUDQW KHUHE\ XQGHUWDNHYV WKDW

YRU SXUSRVHV Rl GHWHUPLQLQJ DQ\ OLDELOLW\ XQGHU WKH 6HFXULWLHV $FW WKH LQ
UHJLVWUDWLRQ VWDWHPHQW LQ UHOLDQFH XSRQ 5XOH $ DQG FRQWDLQHG LQ D IRUF

RU K XQGHU WKH 6HFXULWLHYV $FW VKDOO EH GHHPHG WR EH SDUW RIIWRKWY YUHJI
JRU WKH SXUSRVH RI GHWHUPLQLQJ DQ\ OLDELOLIWFWQ®GH UD MHKHG PHIFO WKLICHV BR YW B DG

EH GHHPHG WR EH D QHZ UHJLVWUDWLRQ VWB WH®E QWA WHILO® WDLQXE R RIDMVARKH WHFROULLIWALLHA
GHHPHG WR EH WKH LHWIQDOWEKRHUMHRIGH RI

L]
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SIGNATURES

3IXUVXDQW WR WKH UHTXLUHPHQWY RI WKH 6HFXULWLHV $FW RI WKH UHJLVWUDQW KL
WKH XQGHUVLIQHG WKHUHXQWR GXoOWNHUWRKARQY L6W® WR WKBDYMWDFRKVHWWY RQ

DICERNA PHARMACEUTICALS, INC.

%\

1DPH 'RXJODV 0 )DPEURXJK ,,,
7LWOH&KLHI ([HFXIWEMH 21

SIGNATURES AND POWER OF ATTORNEY

:H WKH XQGHUVLJQHGLEHUNWFRIRUFHU®M® BKDUPDFHXWLFDOV ,QF WKH &RPSDQ\ KHUHE

DQG HDFK RXUWWHKX K ID@RI®ODZIXO DWWRUQH\V ZLWK IXO0 SIREHAL JQRI RK KR D
QDPHV LQ WKH FDSDFLWLWYXH QGUEDNWHO VEHROR Y WDWHPHQW RQ )RUP 6 | HIEW HGH K B Q B ZSWRAKA
DPHQGPHQWY WR VDLG UHJLVWUDWLRQ VWDWHPHQW DQG DQ\ UHJLVWUDWLRQ VWDWHPH
DPHQGHG LQ FRQQHFWLRQ ZLWK WKH UHJLVWUDWLRQ XQGHU WKH 6HFXULWLHW&FWRRILC
FDXVH WR EH ILOHG WKH VDPH ZLWK DOO H[KLELWV WKHUHWR DQG RWKHU GRFXPHQWV L
JUDQWLQJ XQWR VDLG DWWRUQH\V DQG HDFK RI WKHP IX0O0 SRZHU DQG DXWKRULW\ WR
EH GRQH LQ FRQQHFWLRQ WKHUHZLWK DV IXOO\ WR DOO LQWHQWY DQG SXUSRVHV DV HL
FRQILUPLQJ DOO WKDW VDLG DWWRUQH\V DQG HDFK Rl WKHP RU WKHLU VXEVWLWXWH R
$WWRUEHV 3RZHU Rl $WWRUQH\ GRHV QRW UHYRNH DQ\ SRZHU Rl DWWRUQH\ SUHYLRXVO"

3IXUVXDQW WR WKH UHTXLUHPHQWY RI WKH 6HFXULWLHV $FW RI DV DPHQGHG WKLV L
WKH FDSDFLWLHVY LQGLFDWHG RQ WKH GDWH LQGLFDWHG

SIGNATURE DATE
&KLHI ([HFXIWEMH PIQG 'LUHFWRU
Douglas M. Fambrough, lil, Ph.D. SULQFLSDO H[HFXWLYH RIILFHU
&KLHI )LQDQFHRO 21
David Cordo SULQFLSDO ILQDQFLDO RIILFHU DQG SULQFLSDO DFFRX!

&KDLUPDQ

David M. Madden

'LUHFWRU
Brian K. Halak, Ph.D.
'LUHFWRU
Stephen J. Hoffman, M.D., Ph.D.
'LUHFWRU
Peter Kolchinsky, Ph.D.
'LUHFWRU
Dennis H. Langer, M.D., J.D.
'LUHFWRU

Vincent J. Miles, Ph.D.
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EXHIBIT INDEX

EXHIBIT
NUMBER

EXHIBIT DESCRIPTION

JRUP Rl 8QGHUZULWLQJ $JUHHPHQW

$PHQGHG DQG 5HVWDWHG &HUWLILFDWH RHF@FRUSRUDWLRQ DV FXUUHQWO\ L
$PHQGHG DQG 5HVWDWHG %\OIHAW DV FXUUHQWO\ LQ HI

JRUP Rl $PHQGHG DQG 5HVWDWHG &HUWLILIFHFWHL R P HGRRWSHRAADSWLLRRQY) W R HEJH .
JRUP Rl $PHQGHG DQG 5HVW D WIHG Wo \lCPIPZHG VDRV EE\LQUHRU WRHUK® FRPSOHWLR:
6SHFLPHQ &RPPRQ 6WRFN &HUWLILFDWH

YRUP RDUUDQW WR 3XUFKDVH &RPPRQ 6WRFN

:bDUUDQW $JUHHPHQW WR 3XUFKDVH 6KDUHV RI 6HULHV $ 3UHIHUUHG 6WRFN G
DQG +HURXFXHMNW ORI\ ,, [/ 3

: bDUUDQW $JUHHPHQW WR 3XUFKDVH 6KDUHV RI 6HULHV % 3UHIHUUHG 6WRFN G
+HUFXOGHKYRORJI\ ,, [/ 3

YRUP RDUUDQW WR 3XUFKDVH 3UHIHUUHG 6WRFN
2SLQLRQ RI 2 OHOYHQ\ O\HUV //3

$PHQGHG DQG 5HVWDWHG 5HJLVWUDWLRQ 5LJKWYV $JUHHPHQW GDWHG DV RI -X
QDPHG WKHUHLQ

(PSOR\HH 'LUHFWRU DQG &RQVXOWDQW 6WRFN 30DQ DV DPHQGHG WKH

JRUP RI 5HVWULFWHG 6WRFN $JUHHPHQW XQGHU WKH 30DQ

JRUP Rl ,QFHQWLYH 6WRFN 2SWLRQ $JUHHPHQW XQGHU WKH 30DQ

JRUP Rl 1RQ 4XDOLILHG 6WRFN 2SWLRQ $JUHHPHQW XQGHU WKH 30DQ
(PSOR\HH 'LUHFWRU DQG &RQVXOWDQW (TXLW\ ,QFHQWLYH 30DQ DV DPHQ

JRUP Rl BWRFN 2SWLRQ *UDQW 1RWLFH XQGHU WKH 30DQ

JRUP RI 5HVWULFWHG 6WRFN $JUHHPHQW XQGHU WKH 30DQ
3HUIRUPDQFH ,QFHQWLYH 30DQ

JRUP RI (TXDWB $$JUHHPHQWYV XQGHU WKH 3HUIRUPDQFH ,QFHQWLYH 30DQ
(PSOR\HH 6WRFN 3XUFKDVH 30DQ

(PSOR\PHQW $JUHHPHQW GDWHG DV RI 0D\ E\ DQG EHWZHHQ WKH &RPSD(

(PSOR\PHQW $JUHHPHQW GDWHG DV RI 0D\ E\ DQG EHWZHHQ WKH &RPSD(

(PSOR\PHQW $JUHHPHQW GDWHG DV RI '"HFHPEHU E\ DQG HEIlMWWPHIDIIQ WKH «

JRUP Rl ,QGHPQLILFDWLRQ $JUHHPHQW E\ DQG EHWZHHQ WKH &RPSDQ\ DQG HD

L]
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EXHIBIT
NUMBER

EXHIBIT DESCRIPTION

/RDQ DQG 6HFXULW\ $JUHHPHQW GDWHG DV RI 0DUFK DV DPHQGHG E\
$JUHHPHQW GDWHG DV RI 0D\ DQG 6HFRQG $PHQGPHQW WR /RDQ DQG
E\ DQG EHWZHHQ WKH &RPSHBOKQORGRIMUYFX®BHYV 7

5HVHDUFK &ROODERUDWLRQ DQG /LFHQVH $JUHHPHQW GDWHG DV Rl '"HFHPEHU
&ROODERUDWLRQ DQG /LFHQVH $JUHHPHQW GDWHG DV RI '"HFHPEHU E\ D
/WG

([FOXVLYH /LFHQVH $JUHHPHQW GDWHG DV RI 6HSWHPEHU E\ DQG EHWZ|

/HDVH $JUHHPHQW GDWHG DV RI ODUFK DV DPHQGHG E\ JLUVW $PHQG
DQG 6HFRQG $PHQGPHQW WR /HDVH GDWHG -XO\ E\ DQG EHWZHHQ WKI

&RQVHQW RI ,QGHSHQGHQW 5HJLVWHUHG $FFRXQWLQJ )LUP
&RQVHQW RI 2 OHOYHQ\ O\HUV //3 LQFOXGHG LQ ([KLELW
3RZHU RI $WWRUQH\ LQFOXGHG RQ WKH VLIQDWXUH SDJH WR WKLV UHJLVWUD

7R EH ILOHG E\ DPHQGPHQW
,QGLFDWHV D PDQDJHPHQW FRQWUDFW RU FRPSHQVDWRU\ SODQ

1



