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%\�%ULDQQD�6KLSOH\��6HQLRU�(GLWRU��6$3LQVLGHU

:KHQ�LW�FRPHV�WR�LPSDFWV�RI�&29,'����RQ�GD\�WR�GD\�EXVLQHVV 
RSHUDWLRQV��VXSSO\�FKDLQ�IXQFWLRQV�IDFH�WKHLU�RZQ�XQLTXH�FKDOOHQJHV 
GXH�WR�WKH�QDWXUH�RI�KRZ�WKHVH�GHSDUWPHQWV�ZRUN��L�H���WKH�QHHG�IRU 
WKH�SK\VLFDO�PRYHPHQW�RI�PDWHULDOV��WUDQVSRUWDWLRQ�VHUYLFHV�UHTXLUHG� 
DQG�WKH�KXPDQ�SUHVHQFH�QHHG�WR�UXQ�D�ZDUHKRXVH���,Q�D�UHFHQW 
VXUYH\�FRQGXFWHG�E\�WKH�,QVWLWXWH�IRU�6XSSO\�&KDLQ�0DQDJHPHQW� 
����RI�UHVSRQGLQJ�FRPSDQLHV�UHSRUWHG�VRPH�OHYHO�RI�GLVUXSWLRQ�LQ 
VXSSO\�FKDLQ�DV�D�UHVXOW�RI�WUDQVSRUWDWLRQ�UHVWULFWLRQV�GXH�WR�WKH 
FRURQDYLUXV��DQG�����VDLG�WKH\�EHOLHYH�WKHLU�RUJDQL]DWLRQ�ZLOO 
H[SHULHQFH�VRPH�LPSDFW�GXH�WR�&29,'����GLVUXSWLRQV�

6RFLHW\âV�LQFUHDVHG�UHOLDQFH�RQ�FHUWDLQ�SURGXFWV��L�H���SDSHU�JRRGV� 
FDQQHG�DQG�IUR]HQ�IRRGV��DQG�PHGLFDO�DQG�VDQLWDWLRQ�VXSSOLHV��DQG�D 
GUDPDWLF�GURS�LQ�GHPDQG�IRU�RWKHUV�KDV�GLVUXSWHG�VXSSO\�FKDLQV 
DURXQG�WKH�ZRUOG��0DUWLQ�5RZDQ��0DQDJLQJ�3DUWQHU�DW�5HYHDO��D
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VXSSO\�FKDLQ�RSWLPL]DWLRQ�VHUYLFHV�ðUP�WKDW�ZRUNV�ZLWK�6$3�FHQWULF 
FXVWRPHUV�LQ�WKH�VXSSO\�FKDLQ�LQGXVWU\�H[FOXVLYHO\�WR�PD[LPL]H�WKH 
XVH�RI�6$3��VD\V�WKDW�ZRUNLQJ�UHPRWHO\�LV�SDUWLFXODUO\�FKDOOHQJLQJ�IRU 
WKH�VXSSO\�FKDLQ�IXQFWLRQ��HVSHFLDOO\�VLQFH�LW�VWLOO�KDV�VXFK�D�KLJK 
GHSHQGHQF\�RQ�KXPDQ�LQWHUDFWLRQ�

:KLOH�FHQWUDOL]HG�IXQFWLRQV�VXFK�DV�GHPDQG�RU�VXSSO\�SODQQLQJ�FDQ 
EH�GRQH�UHPRWHO\��ìLWâV�YHU\�GLIðFXOW�WR�ZRUN�IURP�KRPH�LI�\RX�QHHG�WR 
SK\VLFDOO\�PRYH��PDNH��RU�EOHQG�VRPHWKLQJ��YHU\�IHZ�FRPSDQLHV�DUH 
DV�URERWLF�DQG�DXWRPDWHG�DV�$PD]RQ�DQG�PDQ\�UHTXLUH�DFWXDO 
SK\VLFDO�LQWHUDFWLRQ�WR�JHW�WKHLU�SURGXFWV�VKLSSHG��$�VXSSO\�FKDLQ�LV 
QHYHU�MXVW�RQH�IXQFWLRQ�RU�RQH�SHUVRQ��LWV�HOHPHQWV�UHTXLUH�D 
FRKHVLYH��FURVV�IXQFWLRQDO�WHDP�WR�ZRUN�WRJHWKHU�ú�VD\V�5RZDQ�

7R�GR�WKDW��PDQ\�VXSSO\�FKDLQ�GHSDUWPHQWV�KDYH�KDG�WR�SXW�VWULFW 
VRFLDO�GLVWDQFLQJ�UHTXLUHPHQWV�LQ�SODFH�IRU�VFHQDULRV�ZKHUH�ZRUN 
FDQQRW�EH�FRPSOHWHG�UHPRWHO\��ZKLFK�LV�OLNHO\�WKH�FDVH�IRU�PRVW�RI 
WKH�ZRUN�EHLQJ�FRPSOHWHG�E\�HPSOR\HHV�LQ�WKLV�IXQFWLRQ��ì:KDW 
VRFLDO�GLVWDQFLQJ�DQG�UHPRWH�UHTXLUHPHQWV�KDYH�GRQH�LV�IRUFHG�XV�WR 
WKLQN�DERXW�KRZ�PXFK�PRUH�ZH�FDQ�EH�GRLQJ�LQ�6$3�EHFDXVH�WKH 
GDWD�FDQ�KHOS�JXLGH�RXU�EXVLQHVVHV�DQG�SURFHVVHV�WR�EH�IDU�PRUH 
DGDSWLYH�DQG�DJLOH�WR�PHHW�WKRVH�UHTXLUHPHQWV�ú�VDLG�5RZDQ�
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$QRWKHU�FKDOOHQJH��VD\V�5RZDQ��LV�QDYLJDWLQJ�WKH�GUDPDWLF�FKDQJHV 
LQ�GHPDQG��2Q�WKH�RQH�KDQG�WKHUH�DUH�FRPSDQLHV�WKDW�SURYLGH�JRRGV 
WKDW�DUH�LQ�KLJK�GHPDQG�GXH�WR�&29,'�����IRU�H[DPSOH��FDQQHG 
JRRGV��ZKLFK�LQFUHDVHG�LQ�SRSXODULW\�QHDUO\�RYHUQLJKW�RQFH 
TXDUDQWLQH�UHFRPPHQGDWLRQV�ZHQW�LQWR�SODFH�

$FFRUGLQJ�WR�5RZDQ��WKHVH�FRPSDQLHV�DUH�ðQGLQJ�WKHPVHOYHV�RQ�WKH 
VLGH�RI�GHPDQG�ZKHUH�WKH\�FDQâW�NHHS�XS��7KH�FKDOOHQJH�WKH\�IDFH�LV 
KRZ�WR�TXLFNO\�DQG�IDLUO\�DOORFDWH�WKHLU�SURGXFW�DFURVV�WKHLU�QHWZRUN� 
7KHVH�FRPSDQLHV�QHHG�YHU\�FOHDU�FKDQQHOV�DQG�SURGXFW�DOORFDWLRQ 
FDSDELOLWLHV�WR�HQVXUH�WKDW�WKH\�GRQâW�UXQ�RXW�RI�SURGXFW��5RZDQ�VD\V 
WKDW�FRPSDQLHV�FDQ�RSWLPL]H�WKHLU�FXUUHQW�6$3�WHFKQRORJ\�LQ�D�IHZ 
ZD\V�

,]HS\H[L�WYVK\J[�KLTHUK�HUK�JVUZ[YHPU[Z�^P[OPU�[OL�Z\WWS`
JOHPU�[V�TLL[�]VS\TL�HUK�MHPY�ZOHYL�HSSVJH[PVU�Y\SLZ��,Q�WLPHV
OLNH�WKHVH��LW�LV�NH\�WR�HQVXUH�D�IDLU�VSUHDG�DFURVV�WKH�QDWLRQâV



GLVWULEXWLRQ�FHQWHUV�RU�DOORFDWH�EDVHG�RQ�SULRULWLHV�GXH�WR�DUHDV
ZLWK�LQFUHDVHG�H[SRVXUH��GHPDQG���,PSURYHG�XVH�RI�SURGXFW
KLHUDUFKLHV�DQG�WKH�DELOLW\�WR�DJJUHJDWH�DQG�GLVDJJUHJDWH
GHPDQG�DFURVV�WKH�QHWZRUN�ZLOO�KHOS�VWUDWHJLFDOO\��ZKLOH�DOORZLQJ
$73��DYDLODEOH�WR�SURPLVH��WR�PHHW�WKH�WDFWLFDO�QHHGV�RI�WKH
DFWXDO�RUGHUV�
<[PSPaL�[OL�YPNO[�WSHUUPUN�Z[YH[LNPLZ�[V�KLJPKL�^OL[OLY�H�TV]L
[V�THRL�[V�Z[VJR�VY�THRL�[V�VYKLY�^PSS�ILZ[�HKKYLZZ�ZVTL�VM
[OL�JOHUNLZ�PU�[OL�Z\WWS`�JOHUNL��,W�LV�D�JRRG�WLPH�WR�UHYLHZ
GHPDQG�DQG�UHDOLJQ�SODQQLQJ�VWUDWHJLHV�WR�PHHW�WKH�QHZ�GHPDQG
SDWWHUQV��7KLV�LV�D�VLPSOH�PDVWHU�GDWD�FKDQJH�ZLWK�ELJ�LPSDFWV�
ZKHQ�GRQH�ULJKW�
3L]LYHNL�L_JLW[PVU�TVUP[VYPUN��^OPJO�PZ�H�JHWHIPSP[`�PU�:(7
[OH[�JHU�HSLY[�H�JVTWHU`�^OLU�HU�L_JLW[PVU�VJJ\YZ��Z\JO�HZ�H
JOHUNL�PU�WYVK\J[PVU�ZJOLK\SL�[OH[�^PSS�PTWHJ[�[OL�Z\WWS`
JOHPU���6$3�H[FHSWLRQ�HQJLQHV�KHOS�RUJDQL]DWLRQV�UHDFW
SURDFWLYHO\�IRU�FKDQJHV�LQ�WKH�SURFHVV�RU�DFWXDO�FKDQJHV�LQ�WKH
ðHOG��ì7KH�PRUH�ZH�OLVWHQ�WR�DQG�DUH�DEOH�WR�LQWHUSUHW�WKRVH
H[FHSWLRQV��WKH�EHWWHU�ZH�FDQ�UHVSRQG�DFFRUGLQJO\�ú�VD\V�5RZDQ�

)DU�IHZHU�FRPSDQLHV�IDFH�WKH�FKDOOHQJH�RI�QRW�EHLQJ�DEOH�WR�NHHS�XS
ZLWK�GHPDQG��KRZHYHU��0XFK�PRUH�IUHTXHQWO\�VXSSO\�FKDLQ
FRPSDQLHV�DUH�EHLQJ�DVNHG�WR�DGMXVW�WR�D�PDVVLYH�GRZQWXUQ�LQ
GHPDQG�GXH�WR�WKH�HFRQRPLF�LPSDFWV�IURP�&29,'����

ì$�ORW�RI�SHRSOH�KDYH�SXW�WKLQJV�RQ�KROG�GXH�WR�WKH�XQFHUWDLQW\�WKDW
H[LVWV�DQG�WKHUH�DUH�PRUH�FRPSDQLHV�MXVW�WU\LQJ�WR�NHHS�WKH�GRRUV
RSHQ�DQG�ðQG�D�VHQVH�RI�QRUPDOF\�LQ�WKH�VXSSO\�FKDLQ�ú�VD\V�5RZDQ�
&RPSDQLHV�GHDOLQJ�ZLWK�GURSV�LQ�GHPDQG�IDFH�WKH�FKDOOHQJH�RI
QHHGLQJ�WR�DGMXVW�TXLFNO\�VR�WKH\�GRQâW�RYHUSURGXFH�RU�RYHUEX\
PDWHULDOV��2QH�LQWHUQDWLRQDO�RLOðHOG�VHUYLFHV�FRPSDQ\��6FKOXPEHUJHU�
LV�DOVR�GHDOLQJ�ZLWK�OLPLWDWLRQV�FDXVHG�E\�IDFLOLW\�FORVXUHV�LQ�&KLQD
DQG�(XURSH��FULWLFDO�VXSSOLHUV�IRU�WKHLU�PDQXIDFWXULQJ�SODQWV�

ì>&29,'���@�KDV�DIIHFWHG�WKH�VXSSO\�FKDLQ�ZLWK�VRPH�IDFWRULHV�DQG
VXSSOLHUV�FRPSOHWHO\�FORVLQJ�DQG�VRPH�ZRUNLQJ�ZLWK�UHGXFHG
VWDIðQJ��$OVR�WKH�ORJLVWLFV�RI�PRYLQJ�PDWHULDO�DURXQG�WKH�ZRUOG�KDV
EHHQ�LPSDFWHG�ZLWK�WKH�DLUFUDIWV�QRW�ñ\LQJ��ERDWV�QRW�VDLOLQJ�RU�QRW
VWRSSLQJ�DW�FHUWDLQ�SRUWV��DQG�UHVWULFWLRQV�LQ�WUDLQV�DQG�WUXFNV�QRW
DEOH�WR�FURVV�ERUGHUV�ú�VD\V�9HQNDWD�5DPDQD�1HWKL�&6&3��&3,0�
%XVLQHVV�3URFHVV�/HDG�ò�2SHUDWLRQV�IRU�6FKOXPEHUJHU��$W�WKH�VDPH
WLPH��6FKOXPEHUJHUâV�XSVWUHDP�FXVWRPHUV�DUH�FDQFHOOLQJ�DQG
GHOD\LQJ�RUGHUV�GXH�WR�WKH�UHFHQW�GURS�LQ�RLO�SULFHV�



ì0RVW�FRPSDQLHV�KDYH�QHHGHG�WR�FORVH�WKH�VSLJRW�SUHWW\�TXLFNO\�DQG
QHHG�WR�XQGHUVWDQG�ZKLFK�UXOHV�WKH\�FDQ�DSSO\�DQG�ZKLFK
IXQFWLRQDOLWLHV�WKH\�FDQ�XVH�LQ�6$3�WR�PDNH�WKHVH�DGMXVWPHQWċZLWKLQ
D�QXPEHU�RI�KRXUV�RU�GD\V�LQ�PRVW�FDVHV��7KHVH�VROXWLRQV�DUHQâW
PRQWK�ORQJ�SURMHFWV��7KLV�LV�DERXW�KRZ�GR�ZH�WULDJH�RXU�VXSSO\�FKDLQ
ULJKW�QRZ�XVLQJ�6$3��WKH�GDWD��DQG�UHDO�WLPH�UHSRUWV�WR�PDNH�EHWWHU
GHFLVLRQV�LQ�DQ�H[WUHPHO\�WLPHO\�PDQQHU�ú�VD\V�5RZDQ�
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2QH�DUHD�WKDW�UHTXLUHV�XUJHQW�DWWHQWLRQ�LV�LQYHQWRU\��7RR�PXFK�RI�LW

WLHV�XS�FDVK��VRPHWKLQJ�WKDW�PDQ\�FRPSDQLHV�DUH�LQ�GLUH�QHHG�RI
ULJKW�QRZ��5RZDQ�VD\V�WKDW�WKHUH�DUH�VRPH�WRROV�LQ�6$3�RQ�WKH�GDWD
DQG�DQDO\WLFV�VLGH�WKDW�FDQ�EH�XVHG�WR�TXLFNO\�ORRN�DW�KLVWRULFDO�DQG
IXWXUH�WUHQGV�LQ�WHUPV�RI�KRZ�WKH�LQYHQWRU\�LV�JRLQJ�WR�SHUIRUP��7KLV
DOORZV�EXVLQHVVHV�WR�PDNH�TXLFN�DGMXVWPHQWV�LQ�WKHLU�GDWD�VR�053
FDQ�DGMXVW�DQG�LQYHQWRU\�OHYHOV�WKDW�DOLJQ�ZLWK�FXUUHQW�GHPDQG�FDQ�EH
UHDOL]HG�

5RZDQ�FRPSDUHV�WKLV�FRQFHSW�WR�PRYLQJ�D�WDQNHU��ì0RVW�FRPSDQLHV
DUH�OLNH�ODUJH�RFHDQ�JRLQJ�YHVVHOV��,W�bWDNHV�D�ORQJ�WLPH�WR�SK\VLFDOO\
FKDQJH�FRXUVH��+RZHYHU��WKH�FDSWDLQ�RI�WKH�VKLS�FDQ�PDNH�UDGLFDO
GLUHFWLRQDO�FKDQJHV�E\�PHUHO\�DGMXVWLQJ�D�FRXSOH�GLDOV�WR�PRYH�WKH
PXOWL�WRQ�YHVVHO��,WâV�WKH�VDPH�WKLQJ�KHUH��LI�,�ZDQW�PDNH�GLUHFWLRQDO
FKDQJHV�WR�P\�EXVLQHVV�,�QHHG�WR�KDYH�WKH�DELOLW\�WR�WZHDN�WKH�ULJKW
UXOHV��GLDOV��ZLWKLQ�6$3�WR�PDNH�TXLFN�DGMXVWPHQWV�UDWKHU�WKDQ�WU\�WR
IRUFH�WKH�FKDQJH�WKURXJK�PDQXDO�SURFHVVHV�ú

1HWKL�VD\V�WKDW�FRPSRQHQWV�VXFK�DV�6$3�%XVLQHVV�,QWHOOLJHQFH�RQ
6$3�+$1$�DQG�6$3�$GYDQFHG�3ODQQLQJ�DQG�2SWLPL]DWLRQ�KDYH�EHHQ
WKH�PRVW�XVHIXO�WR�6FKOXPEHUJHU�DV�RI�ODWH��7KH�ODWWHU�KDV�EHHQ�XVHG
WR�ORZHU�WKH�FRPSDQ\âV�GHPDQG�GULYHUV�LQ�WKH�QHWZRUN�DQG�TXLFNO\
DGMXVW�WKHLU�VXSSO\�ZLWK�D�PXFK�EHWWHU�GHJUHH�RI�DFFXUDF\��ì'HVSLWH
WKLV��ZH�VWLOO�WDNH�DERXW�ðYH�GD\V�WR�SURFHVV�WKHVH�FKDQJHV�DQGbZH
ZRXOG�OLNH�WR�KDYH�D�WRRO�OLNH�6$3�,QWHJUDWHG�%XVLQHVV�3ODQQLQJ�IRU
6XSSO\�&KDLQ�ZLWK�D�IDVWHU�WXUQDURXQG�ú�VD\V�1HWKL�

,Q�DGGLWLRQ�WR�PDNLQJ�FKDQJHV�WKDW�UHñHFW�WKH�FXUUHQW�FRPSOH[LW\�RI
WKH�PDUNHW��6FKOXPEHUJHU�LV�WDNLQJ�VWHSV�WR�PLWLJDWH�GLVUXSWLRQV�LQ
WKH�VXSSO\�FKDLQ�GXH�WR�WKH�SDQGHPLF��7KH�FRPSDQ\âV�PDWHULDOV
PDQDJHPHQW�WHDPV�DUH�SHUIRUPLQJ�VDOHV�DQG�RSHUDWLRQV�SODQQLQJ



PRUH�UHJXODUO\�DQG�ZLWK�PRUH�GHWDLO�WR�HQVXUH�WKH\�DUH�UH�EDODQFLQJ
WKH�VXSSO\�DQG�GHPDQG��ì7KH\âUH�ZRUNLQJ�FORVHO\�ZLWK�RXU�VXSSO\
FKDLQ�WR�XSGDWH�WKHP�RQ�FKDQJHV�LQ�GHPDQG�DQG�WR�FDQFHO�DQG
UHVFKHGXOH�RUGHUV�ZKHUH�SRVVLEOH��DQG�PRUH�SURDFWLYHO\�ZRUNLQJ�ZLWK
RXU�ORJLVWLF�VXSSOLHUV�WR�EHWWHU�PDQDJH�WKH�ñRZ�IRU�PDWHULDO�WKDW�PD\
EH�KHOG�XS�GXH�WR�WKH�GLVUXSWLRQ��5HVLOLHQFH�LV�WKH�PRVW�LPSRUWDQW
IDFWRU�ULJKW�QRZ��FRPSDQLHV�QHHG�WR�EH�LQYHVWLJDWLQJ�SRVVLELOLWLHV�WR
ERXQFH�EDFN�IURP�VXSSO\�FKDLQ�GLVUXSWLRQV�ú�VD\V�1HWKL�

6FKOXPEHUJHUâV�PDQXIDFWXULQJ�ORFDWLRQV�LQ�WKH�8�6���6LQJDSRUH��DQG
(XURSH�DUH�XVLQJ�6$3�SHJJLQJ�UHSRUWV�DQG�H[FHSWLRQ�PHVVDJLQJ
WRROV�ZKLFK�WKH\�UHYLHZ�ZLWK�SODQQHUV�RQ�D�GDLO\�EDVLV�WR�HQVXUH�WKH\
PDLQWDLQ�WKH�ULJKW�IRFXV��6SHFLðFDOO\��WKHVH�ORFDWLRQV�DUH�XVLQJ�6$3
0'�&�SHJJLQJ�UHSRUWV�WR�SHUIRUP�PDVV�UHVFKHGXOH�DFWLYLWLHV�E\
SDFLQJ�FRPSRQHQWV�DIWHU�SXUFKDVH�RUGHU�GXH�GDWHV�XSGDWH�
HQKDQFHG�0'���UHSRUWV�DQG�HQKDQFHG�0'�&�RI�3,5��)RUHFDVW�
UHTXLUHPHQWV�SODQV�WR�LGHQWLI\�XQSXUFKDVHG�PDMRU�PDWHULDOV�WR�FDQFHO
XSSHU�OHYHO�IRUHFDVW�UHTXLUHPHQWV�bDQG�00%(�VWRFN�VWDWXV�UHSRUWV�WR
LGHQWLI\�SRWHQWLDO�VXEVWLWXWLRQ�FRPSRQHQWV�LQ�VWRFN�DW�RWKHU�VDWHOOLWH
ORFDWLRQV��:LWKRXW�VPDUW�PDWHULDO�QXPEHUV�RU�VRPH�RWKHU�PHWKRG�LQ
6$3�WKH�PDQXIDFWXUHUV�VWUXJJOH�WR�LGHQWLI\�ZKDW�FRPSRQHQWV�DUH
SRWHQWLDO�VXEVWLWXWLRQV�

5RZDQ�VD\V�FRPSDQLHV�WKDW�DSSO\�D�VPDUW�XVH�RI�6$3�FDQ�XVH
IRUZDUG�WUHQGLQJ�DQG�KLVWRULFDO�LQIRUPDWLRQ�WR�KHOS�GHWHUPLQH�ZKLFK
FKDQJHV�QHHG�WR�EH�PDGH��WKHQ�DGMXVW�WKH�UXOHV�WR�PHHW�WKH�QHZ
GHPDQGV�DQG�WKHQ�PDQDJH�SURDFWLYHO\�E\�H[FHSWLRQ��ì<RX�GRQâW
RIWHQ�KDYH�WR�PDNH�PDVVLYH�DGMXVWPHQWV�WR�PHHW�WKH�FKDQJH��WKDWâV
WKH�OHVVRQ�FRPSDQLHV�DUH�OHDUQLQJ�QRZ��,W�PD\�VHHP�OLNH�D�ELJ
SUREOHP�QRZ�EXW�RIWHQ�MXVW�VPDOO�WZHDNV�LQ�WKH�GDWD��UXOHV��DQG
SURFHVVHV�FDQ�PDNH�WKDW�DGMXVWPHQW�D�UHDOLW\��7KDWâV�ZKDWâV�VR
SRZHUIXO�LQ�NQRZLQJ�KRZ�6$3�LV�VXSSRVHG�WR�ZRUN�ú

5RZDQ�FDXWLRQV�FRPSDQLHV�DJDLQVW�RYHUUHDFWLQJ�QRZ�
UHFRPPHQGLQJ�WKDW�WKH\�NHHS�LQ�PLQG�KRZ�KXPDQ�EHKDYLRU�DQG
PDWHULDO�ñRZ�SDWWHUQV�PD\�FKDQJH�RQFH�TXDUDQWLQH�DQG�WKH�PDVVLYH
GHPDQG�ñXFWXDWLRQV�DUH�RYHU��ì'RQâW�OHW�WKH�FXUH�EH�ZRUVH�WKDQ�WKH
LQIHFWLRQ�ú

:HOOHVOH\�,QIRUPDWLRQ�6HUYLFHV�_����&RQJUHVV�6WUHHW��%RVWRQ��0$��������86$�_

&RS\ULJKW�ĝ������:HOOHVOH\�,QIRUPDWLRQ�6HUYLFHV��$OO�ULJKWV�UHVHUYHG��_�7YP]HJ`�7VSPJ`�_�;LYTZ�HUK�*VUKP[PVUZ




