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HKLT JB LKIV >P $ROL MOLCBHER® CDOSB JB CLO

KLQ ?BFKD QEBOB QL AL ELJBTLOH TFQE QEBJ ) AFA J>K:
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PNRBBWB FK PLJB >KA CLO KLQ QR@HFKD QEBJ FK >Q K
@>JB LRQ >IOFDEQ QE>KHP QL QEB TLKABOCRI ILSB >K
FKD @>0B LC QEBFOMABEBJFCB -FO>

IKA FQ FP QL EBO QE>Q ) LTB QEB ABBMBRXFKEA KBSE
DO>QFQRAB -FO> VLR MBOPLKFCV QEB®AQFLK LC
>KA >OB JV MBOPLKIK/ LC 6ILOAL P>V JLOB TLRIA
JBOBIV ?B RKABOPQ>QBJIBKQ >KA JFPRIBKQUTLOAP
0)B-5)6 ) ILSB VLR CLOBSBO >KA >IT>VP

) >J ERJ?IBA >KA DO>QBCRI QL B>@E >KA BSBOV LKB
QFLKBA LK QEBPB M>DBP >KA FQ FP QL VLR QE>Q QEBI
ABAF@>QBA

Dr. Kenneth S. Bigel

Touro University
The Lander College for Men
2022 March
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IMBK 4ROL T>P CLRKABALROU #LIIBDB ,F?0>0FBP FK
>P QEB /MBK %AR@>QFLK>| 2BPLRO@BP FKFQF>(
ALROL #LIIBDB 5KFSBOPFQV 3VPQBRRBLEKFSBO
PFQV /MBKROL >FJP QL OBAR@B QEB @LPQ LC QBU
CLO PQRABKQP ?V MOLJLQFKD FKKLS>QFSB >KA BNRF
BAR@>QFLK MO>@QF GBI RKBIQE>IIV [>RK@EBA QEOLR
QEB SFPFLK 3{/0B® LC QEB ,P)RSOUE>QFLK ,FQBO>@V
$FOB@@@4>?>BF>KA /MBK %AR@>QFLK>| 2BPLRO@E
/%2 |F?0>0OF>KP *RIMBO@FLOQBL >KA 'BLOF>
7 BPQ?OLLH 4EB FKFQF>QF SBFP IEROPBKQPBF
3@ELI>OIV #LJJIRKF@>QFLK  $>Q> ,F?EHQFEK 4
6>IBKQB >KA /%2 )KPQOR@QFLK ,F?0>0F>K +FOH 3k
TFQE QEB EBIM >KA PRMMLOQ LC J>KV ILBEROP >@OLPF

6<7,=+<176 <7 16)6+1)4 6)4AR\:+BKKBQE 3 "FDBI FP
/MBK 4ROBeCFOPQ LOFDFK>I /%2 MR?IF@>QFLK &ROQ!
1>?LO>QFLKP TFQE C>@RIQVEBRE)EAB 0 OQE@LJIFKD
QEB KBUQ LC TEEB®@I<- 16)6+- FP @ROOBKQIV FK MOL
AR@QFLK

/IMBK 4.ROL TFPEBP QL QE>KH QEB CLIILTFKD FKAFSFAR:
PBOSBA >P ?IFKA OBSFBTEBOR1®6 <7 16)6+1)4
6)4A;1;, MOLSFAFKD FKS>IR>?IB CBBA?>@H QLT>O/
FIMOLSBJBKQ AROFKD QEB ABSBILMJBKQ MOL@BPP

+BKKBQE 177LQQ ">OR@E #LIIBDB

3>?0> "OL@HROL 5KFSBOPFQV

>>//
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9FNFK #EBK ">OR@E #LIIBDB
#E>VFJ (BOPHLTFQROL 5KFSBOPFQV
*LPBME OBOIJ>KROL 5KFSBOPFQV

> 2>J0>QQ>K 5KFSBOPFQV LC #>IFCLOKF> "BOHBIBV
PFLK

-F@E>BI 3WBK?BAROL 5KFSBOPFQV
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S5KFENRB 0BA>DLDF@>| 3QVIB

4EFP QBUQ FP TOFQQBK PL QE>Q QEB OB>ABO @>K >7F
PJ>Il ?VQBP LC FKCLOJ>QFLK >Q > QFJB TFQELRQ BSB!
LSBOTEBIJBA %>@E M>DB FP PELOQ >KA E>P > RKFNRE
EB>AFKD LK TEF@E QEB PQRABKQ @>K CL@RP >KA B>
4EB M>0>DO>MEP >0B HBMQ PELOQ GRPQ >P VLR TFII K
LK QEFP M>DB QL BK>?IB QEB OB>ABO QL M>RPB Q>H
>KA OBSFBT FK EFP EBO JFKA TE>Q P EB GRPQ OB>A ?BC
LK /@@>PFLK@IMK@BMQP >KA BUMI>K>QFLK >OB OBMB
@LKPB@RQFSB M>0>DO>MEP FK LOABO QL MOBPBKQ
JRIQFMIB MBOPMB@QFSBP >KA QLGNEBRMIBEBKBELK

4EB TOFQFKD PQVIB >QQBIJMOPIQL BSIGBME>TEBOB
KB@BPPOPR@E @>PBP QEB QBOJFKLILDV FP BUMISF
QE>Q QEB OB>ABO J>V MOL@BBASQFQEQEEOEQOB
J>KV TLOAP >KA MEO>PBP QE>Q LKB JRPQ >@NRFOB FK
IQ QFJBP SL@>?RI>0V TLOAP >OB EFDEIFDBEEKRA FK QEE

2B>ABOP >OB >ASFPBA QL PFJRIQ>KBLRPIV MOBPP
b#42,c >KA b&c ?RQQLKP >Q TEF@E QFJB > TFKALT TFII LM
FK TEF@E > PB>O@E TLOA J>V ?B BKQBOBA 4EFP TFII

QEB OB>ABO QL DL ?>@H >KA OBSFBT @LK@BMQP >Q TI

4EB @E>MQBOM>®BWBA >KA TOFQQBK PL QE>Q QEB (
DBQ AFOB@QIV QL QEB MLFKQ TFQELRQ RKKB@BPP>(
>KA bCIRE 4EBOB FP > @BOQ>FK CILT QL QEB @E>MQBC
QFLKP TFQEFK QEB @E>MQBOP QE>Q FP FKQBKABA QL
PJLLQE >KA BKGLV>?IB

>>/<
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#LK@BMQP >KA #LIJMRQ>QFLKP

&FK>K@F>| IK>IVPFP ?VDEAK@LOMLO>QBP !|@@LRKQF
@LK@BMQP 4ERP FQ FP FIMBO>QFSB QE>Q QEB >K>IV
QEB KRJ?BOP TEF@E P EB TFIl RQFIFWB FK EFP EBO
4EFP QBUQ BUMLPBP QEB OB>ABO QL QEB J>KV PEL(
FK OB>AFKD &FK>K@F>l 3Q>QBJBKQP .L MOFLO HKLT!
I@@LRKQFKD FP >PPRJBA 4EB QBUQ FK FQP B>OlV
TFIl QBKABOIV IB>A QEB OB>ABO QEOLRDE QEB >0@>k
|@@LRKQFKD >KA MLFKQ LRQ QEB J>KV PELOQ@LJFKD
FKD QEB PQ>QBJBKQP >KA FK @LKAR@QFKD BIBJBKQ>(
IK>IVPFP

4EB OB>ABO PELRIA E>SB PLJB C>@FIFQV TFQE SBOV ?>
20> FK M>OQFR@EB>PELRIA ?B >?IB QL PLISB CLO >K
RKHKLTK FK > PFJMIB CLOJRI> QL ?B >?IB QL QO>KPN
S>IRB COLJ LKB PFAB LC >K BNR>QFLK X}{AQ@HEB?BQEBO
QL @>I@RI>QB BUMLKBKQP >KA OLLQP 4EB QBUQ TFII J
?0>B>PV ?V PELTFKD TEBOB K@EBERSMB@Q PLIRQFLK
PQBM ?V PQBM

4EB QBUQ TFIl MOL@BBA QL 2>QFL IK>IVPFP QEB SBOV ?
LC CFK>K@F> >K>IVPFP FK@LOMLO>QFKD QEB MOBSF
I@@LRKQFKD A>Q> )Q TFIl QEBK MOL@BBA QL QEB KL
4FJB 6>IRB LC -LKBVEF@E FP QEB @BKQO>| @LK@BMQ F
CFK>K@B 4EB QBUQ TFIl @LK@IRAB TFQE 38L@H >KA
R>QFLK TEF@E >OB ?>PBA LK >l QEB MOBSFLRP FKCLC
QEB QBUQ 4ERP QEB OB>ABO TFIl ?RFIA RMLK EFP EBO |
?V DLFKD COLJ @LK@BMQ QL @LK@BMQ FK PILLQE IFKE
BSBO OB>@EFKD CLO EFDEBO >KA EFDEBO MI>KBP LC K

PM>K PQVIB cQBUQ AB@LO>QFLK RKABOIFKB c4EB .R>
&FK>K@F>I IK>IVPFP

&FK>K@F>1 IK>IVPFP >Q QEB BKARR GREBQAGLIILK
PBKPB LO @LJJLK ?RPFKBPP PBKPB &FK>K@F> >KA -
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J>QF@>| MOFK@FMIBP JRPQ @LKCLOJ QL QEB OB>IFQF|
>KA KLQ QEB LQEBO T>V >OLRKA 4EB J>QEBJ>QF@P >C
>KA KLQ >K BKA )K > PBKPB > CFK>K@F>| >K>IVPQ FP 7F
> PQRABKQ TFIl QO>KPI>QB CFK>K@F>I MOFK@FMIBP |
TEBK >ASFPBA >KA @>K BUMI>FK FK MI>FK %KDIFPE QF
FKD >KA >MMIF@>QFLK LC PR@E CLOJRI>B TEBK CFOP!
TEQE LKB )Q FP >l PRMMLPBA QL J>HB PBKPB 4EFP 2Ll
QL @>MQROB QEFP AR>| >KA BPPBKQF>| K>QROB LC &F
OB>ABO DLBP QEOLRDE QEB QBUQ P EB PELRIA FK@OE
> PBKPB LC BJMLTBOJBKQ @LKCFABK@B >KA J>PQBO
PR?GB@Q

1RLQ>QFLKP

4EB QBUQ FP OBMIBQB TFQE NRLQ>QFLKP COLJ >K B@II
LC PLRO@BP FK@IRAFKD QEB-IIRIB IHR-@ 'OBBH
MEFILPLMEBOP C>JLRP MLIFQF@F>KP JLABOK >KA
QEFKHBOP COLJ QEB QE @BKQROV LKT>0A >KA JLOB -
Q>QFLKP >OB KLQ FKQBKABA QL MLPQRI>QB LO MOLJLC
SFBTBPMB@F>IIV TEBOB OBIFDFLK FP @LK@BOKBA ?RC
FKPMFOB QEB OB>ABO QL MBOPBSBOBLF® BROEERBPQF
QLT>0A QEB >@EFBSBJBKQ LC DOB>Q EBFDEQP >KA
@LKPFABO QEB PL@F>| FIM>@Q LC EFP EBO >@QFLKF
&FK>K@B MOBPBKQP > MBOPLK TFQE QEB LMMLOQRK
LKBPBIC FK PL J>KV T>VP TEFIB PFJRIQ>KBLRPIV ?BQC
PL@FBQV BB I#A\ QE>Q FP SBOV @LLI

00L?IBJ PLISFKD

)K SFOQR>IIV B>@E @E>MQBO >KA BKAP LC @E>MQBO
TFIl CFKA CLOJRI>B QL ?B PLISBA Q>?IBP QE>Q KBBA QL
FK >KA L@@>PFLK>I AF>DO>JP QL ?B AO>TK 4EB FKQF
J>HB QEB J>QBOF>| @LJB >IFSB PL QE>Q QEB PQRABKC
IB>OK >KA QBPQ EFJ EBOPBIC FK QEB MOL@BPP 3LIRQF
BO>IIV MOLSFABA QL >Il QEBPB CFIl FKP PL QE>Q QEB (
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SBOFCV TEBQEBO P EB OBPLISBA QEB MOL?IBJ @LOOB@
@LOOB@Q >KV BOOLOP FK PL ALFKD

&LOQE@LJIFKD FROEIR ">PF@ &FK>K@B 3BOFBP
7:87:)<- 16)6+-
I-+=:1<1-; ):3-<;)6, 6;<:=5-6<;

6<7,=+<176 <7 1@-, 6+75- )<0-5)<1+;
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&@B 7</<17/.)B/B3;3<BA
/<2 (/B7= </[.GATA /<2
=@31/AB7<5

0>0Q ) &FK>K@F>| 3Q>QBJBKQP >KA 2>QFL !K>IVPFP >K

#E>MQBO )KQOLAR@QFLK

#E>MQB@FK>K@F>1 3Q>QBJBKQP IK>IVPFP 4EB "3I>K@B
3EBBQ

#E>MQB@FK>K@F>1 3Q>QBJBKQP4ES YRER.JB
3Q>QBJBKQ

#E>MQBQ.FK>K@F>I 3Q>QBJBKQP >KA &FK>K@B
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6/>B3@ %<3 " 3/@<7<5 %CB1=;3A

,B>OKFKD /RQ@LJIBP

]

)K QEFP @E>NQHBII

I@4:<A8TE>Q > @LOMLO>QFLK FP FQP M
ELT FQ FRERFWBA

I78AG<EB MI>@B LC QEB &FK>K@B CRI
TFQEFK QEB @LOMLO>QFLK

<FG<A:H<PBQTBBK >?PQO>@Q >KA @LK
PLKFKD

BE@H?4G8PQO>@Q EVMLQEBPBP >KA A
+:<A> ABIF?BO>QFSBIV >P > CFK>K@F>I \

ROMLPB >

K@QFLK

@OBQB OF

>Q>QBJIBK(
IOLCBPPF




4:85%):/54 5 [4'4)'2  4'2?9/9

*63 =@>=@/B7=<

"0-: - ): - <?7 ?)A; 7. *-16/ 0)88A % 5=;< -1<0-:
,15161;07=: ?)6<; 7: )=/5-6< 7=: 5-)6; E -1<0-:
B5)A ,7 E<O0- -;=4<1; <0- ;)5-)6, 1< 1; .7: -)+0
5)6 <7 ,-+1,- .7: 015;-4.)6, <7 ,7 <0)< ?01+0 0)8
8-6; <7 *--);1-:

"BKG>JFK &O>KHIFK

7E>Q FP > @LOMLO*®FLR/ B>SB KLQF@BA QE>Q QEB ,>Q
TLOA b@LOMRPc PBBJP QL >MMB>0 TFQEFK FQ )KABE
2LAV )Q FP KLQ ERJ>K LO >KFJ>l >KA FQ E>P KL MEV
PE>MBLR® @>KKLQ PBB FQ LO QLR@E FQ )Q TFIl E>SB

KBKQP QE>Q Q>HB MEVPF@>| CLOJ PR@E >P > ?RFIAFk
QLOYRQ QEB @LOMLO>QFLK FQPBIC FP KLK @LOMLOB>|

3L TE>Q FP FQ )Q FP > IBDYQBXFRDP LKIV >P > IBD>

@LKPQOR@Q 'P PR@E FQ FP P>FA QE>Q QEB @LOMLO
PLKc RKABO QEBQ:BUFPQP FK > IBD>| PBKPB )Q @>K ?B F
)Q @>K ?B CFKBA )Q FP LTKBA ?V MBLMIB TEL MRO@E>
BOPEFM FKQBOBPQP FK FQ 4EBPB FKQBOBPQP LO b@!:
bPE>OBPc LO bPQL@H ¢ /TKBOP >OB OBCBOOBA QL >P b
BOP ¢ 3E>OBELIABOP E>SB > @I>FJ LK GER@RCROK Ve

7 B J>V QERP >IPL OBCBO QL QEFP QVMB LC @LOMLC
bPQL@H @LOMLO>QFLK ¢)Q FP FK ?RPFKBPP a DBKBO>I
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QL J>HB JLKBV CLO FQP PE>OBELIABOP >IQELRDE FQ J:
LQEBO JLOB >IQORFPQF@ MROMLPBP >P TBiII

4EB @LOMLO>QFLK QERP >P >K FKABMBKABKQ MBOPL
PBM>0>QB COLJ QEB LTKBOP 4EB @LOMLO>QFLK J>V
CLO A>J>DBP ?RQ QEB LTKBOP J>V KLQ ?B a RKIBPP QE
ABQBOJFKBP QE>Q QEB LTKBO FP PLJBELT IBD>IIV IF>?
TOLKD ALFKD EFJPBIC >KA >M>0Q COLJ QEB PBM>0>QB
QEB @LOMLO>QFLK 4EBOBCLOB QEB LTKBOP >0OB MOI
IBD>I OBPMLKPF?FIFQFBP 4EFP ALBP KLQ >?PLISB @LOM
>DBOP COLJ IBD>I J>ICB>P>K@B FC QEBV AFA LQEBO TO
ARJIMFKD T>PQB FIIBD>IIV

/KB ALTKPFAB QL QEB LTKBOP FP QE>Q QEB @LOMLO>Q
> Q>U>?IB BKIWFOMVP FK@LJIB Q>UBP >KA QEBK QEB P
ELIABOP LK@B >D>FK TFIl M>V FK@LJB Q>UBP LK >KV
AFPQOF?RQBA QL QEBJ 4EBPB MOLCFQ AFPQOF?RQF
bAFSFABKARBC@I>PP QEFP bALR?IB Q>U>QFLK ¢

/C @LROPB QEBOB >OB KRJBOLRP LQEBO JB>KP ?V T
@LIM>KV J>V ?EDERFWBA FK LOABO QL >SLFA ALR?IB G
>QFLK ?RQ KLQ >II TFIl MOLSFAB QEB RJ?0BII> MOLQBC
QEB @LOMLO>QFLK MOR SFABIB¥OK >?LRQ QEBPB ?RPI
KBPP CLOJP FK > ->K>DBJBKQ@DQROPB
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CA7<3AA =@>=83)B@CLBC@3 *63
#/</53:3<B %@5/<7H/B7=<

)Q FP TBII >KA CFKB >KA @OFQF@>! QL IB>OK TE>Q QEE
AFP@FNMRAKERBIIB@QR>! I>KAJ>OHP >0B ?RQ QEB PQRA
Q>FKIV T>KQP QL HKLT ELT &FK>K@B CFQP FKQL QEB >
MLO>QB ?RPFKBPP @LKQBUQ TEF@E FP QEB CL@RP L
(BOB TB PE>II PBB

4EB @LOMLO>QFLK TFIl E>SB PLGEWKBOEDK>| PQOR@
QROB ¢ ABQ>FIFKD QEB J>KKBO FK TEF@E QEB CFOJ >@
LMBO>QBP >KA > @>MFQ>I PQOR@QROB TEF@E FP AB\
">|>K@B 3EBBB TFII DBQ QL QEB ">I>K@B 3EBBQ PLLK
&FOPQ QBBKEW>QFLK

4EBOB >0B CER(Q>PF@ ?RPFKBPP CRK@QPKKP FK QEB L
W>QFLK

Marketing Operations
e Market Research e Plant Management (Factory/
e Product Development Warehouse)
e Advertising e Inventory
o Sales e Cost Accounting
e Statistics and Operations Research
Management Finance
e Human Resources e Treasurer’s Office
e Employee Benefits e Controller’s Office
e Legal and Compliance
(See below for details)
Research and Development (R&D) Management Information Systems (MIS)
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4EB @LKQOLIIBO >KA QOB>PROBO LC > @CBRIBKQ PBOS
CRK@QFLKP >IQELRDECBEBRBBPCI>V S>0V COLJ CFO.
QL CFOJ "LQE OBMLOQ QL QEB SF@B MOBPFABKQ L(
@EFBC CFK>KI®B@BOC#&/ /KB LC QEB QTL J>V >IPL ?B
QEB #& JLOB MOL?>?IV QEB Q@BBPROEBQ ?B PLJB
S>OF>K@B FK PQOR@QROB COLJ @LIMERHQL @LIM>K
OBMLOQP QL QEB #EFBC /MB®BEKB//Q.O QL QEB
#EFBC %UB@RQ@FEBBO #%/

(BOB >0OB PLIBR81+B¥RK@QFLKP LC B>@E
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Chief Operating Officer / Chief Executive Officer

Chief Financial Officer

Treasurer’s Office Controller’s Office

Cash Management Accounting

s Collections « External Audit and Financial

¢ Disbursements (including payroll) Reporting

& Short Term Cash Management + External Audit Relations

¢ Credit and Accounts Receivable + Internal Audit

o Tax

External Financing * Budgeting

« Borrowing + SEC filings

e Capital Structure decisions o M nent Information Sy

¢ Investor Relations

Payables

Budgeting & Financial Planning * Payroll

¢ Capital Budgeting

¢ Investment Analysis and Profit
Planning

e Performance Analysis

Risk Management
¢ Interest Rate Risk Management
e Insurance
s Foreign Exchange Risk Management

Employee Benefits

Retirement

Health

Training and Professional Education
Maintain relations with banks and
other lenders

+ Accounts Payable
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/>7B/: )B@C1BC@3

17LSB TB AFP@RPPBA QPR DFCI/>QFLK> PQOR@QROB
AEFP FP ELT @LOMLO>QFLKP LMBO>QB 4EB CFOJ TFII >|
> b#>MFQ>I 3QOR@QROB ¢ TEF@E TFIl ?B OBMOBPBKQB.
">|>K@B 3EBBQ 4EB ">I>K@B 3EBBQ TFIl @LKPFPQ LC !PI
F>?FIFQFBP >KA /TKBOPe %NRFQV

IPPBQP >OB TE>Q QEB @LIM>KV LTKP FK@IRAFKD FKSE
MI>KQ >KA BNRFMJBKQ >JLKD LQEBO FQBJP ,F>?FIFQFE
TE>Q QEB @LIM>KV LTBP QL LQEBOP FK@IRAFKD PRMM
IBKABOP %NRFQV FP QEB S>IRB LC TE>Q QEB LTKBOP E
FKSBPQBA FK QEB @LJM>KV

#LIM>KFBP >@NJ8EQR ,F>?FIFQFBP %NRFQV FK LOABO
QL FK QROK bCFK>K@Bc FB M>V CLO QEB >@NRFPF(
J>FKQBK>K@B LC FQP >PPBQP !PPBQP FK QROK >OB B
MOLAR@B P>IBP TEF@E TFIl a ELMBCRIIV a ABIFSBO MO
> OBQROK QL QEB PE>OBELIABOP TEL >OB QEB LTKBOP
@LOMLO>QFLK

4EB ?>PF@ b>@@LRKQFKD BNR>QFLKc FP 'PPBQP BNR:
QFBP MIRP %NAFQV % ! ">I>K@B 3EBBQ JRPQ
TBIl ?>I>K@B >P KLQBA EBOB

Assets Liabilities

Owners’ Equity

IPPBQP TFII 7B LK QEB IBCQ >KA ,F>?FIFQFBP MIRP BNRF
2B LK QEB OFDEQ a IFBK#REB-KAJBKQP )K DBKBO>
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QEB TLOA b#>MFQ>Ic TFIl OBCBO QL QEB OFDEQ PFAB LC
>K@B 3EBBQ 4EBPGHOIEQ>| FP KLQ COBB FQ E>P >K B@|
KLIF@ @LPQ IBKABOP BUMB@Q FKQBOBPQ LK FQP IL>K
@LIM>KV >KA PE>OBELIABOP BUMB@Q AFSFABKAP >KA
DOLTQE LC AFSFABKAP LC QEBFO BNRFQV FKSBPQJBKG
4EB B@LKLIF@ @LPQ LCRQEBNIFQ3EOBMOBPBKQP QEB
OBQROK QL IBKABOP >KA PQL@H FKSBPQLOP 7EBOB Qf
OBQROK QL FKSBPQLOP IBKABOP >KA LTKBOP QEBOB.
@LPQ QL QEB @LOMLO>QFLK TEL MOLSRABPABEB OBQR
QL QEB P>JB @LFK

)K LOABO QL ?B @LIMBQFQFSB > @LOMLO>QFLK JRPQ
FQP b/MMLOQRKFQV #LPQ ¢ )C >K FKSBPQLO FK QEB @LC
B>OK > ?BQQBO OBQROK FK >K BNRFS>IBKQ >IQBOK>QF
P EB TFIl @ELLPB QEB ?BQQBO >IQBOK>QFSB 4EFP FP >
@FMIB LC %@LKLIF@P 4EB @LOMLO>QFLK FK LOABO
QL >QQ0>@Q FKSBPQJBKQ JRPQ QEBOBCLOB @LSBO F
#LPQP FB QEB >IQBOK>QFSB OBQROK >K FKSBPQLO D
J>HFKD >K FKSBPQJBKQ FK QEFP @LOMLO>QFLK

7 B TFIl AFP@RPP QEB ">I>K@B 3EBBQ CROQEBO FK AB
M>DBP QL CLELD KLTB@OB TFOB LRO ?0>FKP PL QE>Q T
QEFKH IFHB &FK>K@F>| %@LKLIFPQP
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*67<97<5 "793 /<
1=<=:7AB OAB@B7=<

%@LKLIF@P >KA EOROEBD &FK>K@BFGHEEG
PL@F>l P@FBK@BP )K LOABO QL PQRAV B@LKLIF@P F
QE>Q LKB RKABOPQ>KAMSFEEAGGEBA

IK >?PQO>@QFLK FP >K FAB> FKQBKABA Q
OLO OB>IFQV FK FQP PFIJMIBPQ CLOJ 4EB
1BV FP > SBOV @LIJMIF@>QBA MI>@B QEBO
4BOJP J>KV S>OF>?IBP LO FKMRQP PLJB FABKQ
>?|B LQEBOP KLQ CQEEQ >® LRQ@LJB
>KA TEF@E TB BKAB>SLO QL JKABKQFCV
[— LOABO QL RKABOPQ>KA QEBR®RE@RJB
: DBKBO>IIV QORB ?RQ KLQ KB@BPP:
1?PQO>@ | >?PLIRQBIV LO >IT>VP PL LKB JRPQ BKD>D
QFLK FK > MOL@BPR<(@C?<9<64G3BAQ
3FIMIFCF@> OBNRFOBP OBJLSFKD JFKLO S>OF>?IBP CC(
QFLK DBKBO>| FAB> FK LOABO QL OBAR@B QEB
QL FQP BPPBKQF>I @E>0>@QBOFPQF@P
>QFK TLOA b>?PQO>@Qc @LJBP CO
bAO>TFKDc LO bQ>HFKD >T>V COLJ ¢

"0- ->-: +0)6/16/ 3)4-1,7;+78- 7. :)? : -)41<A
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?27=4, ,-.-)< <0- 0=5)6 516, *A 1<; +7584-@1<A
-@+-8<.7: <0- 516)F141<A <7 )*;<:)+<
<7 81+3 7=< 8):<; )6, <0163 7. <0-5 ); ) 2074-
4ELJ>P 3LTBII
76.41+< 7. 3:176; M

)K QEFP MOL@BPP LKB FP >?IB
?0L>A DBKBO>l @LK@IRPFLKO
CE<A6<CC8&H.J TEF@QE FP ABOFSB
BO>l FAB> LO ORIB )K B@LKLJ
OBNRFOBEéeteris paribussPPRIMQFL
QE>Q FP QLERIAFKDAD? 8?F8 8DEI4]?

)KFQF>RQ FP >PPRJBA QE>Q KL LQ
>?IBP J>QQBO >KA >0OB QERP FDKL
Q>HBP PLJB AFP@FMIFKB QL AL Q
?RQ FQ NRF@HIV ?B@LJIBP B>PV
JBOBIV HBBM FQ FK JFKA

)K @FO@RIPQ>K@B
IFQQIB DFSBK LO
FKCLOJ>QFLK J>V ?
E>KA LKB JRPQ >PP
OB>PLK>?IB  7894H?(
AFFH@CG<BAF FB
CB@<F8HEF@E J>H
PBKPB FK DBKBO>| >
QEB PFIMIBPQ JLPQ|@LJ

JLK CLOJ 0OBJFPB

MLPPF?IB
7TEFIBFQJ>V ?BC>@

$BC>RIQ

ER@GHOFON
DBA@FMIBP
EFP >Q CF(
VLR JRPQ

Il BIPB
BNR>I

| e —

DPQ



+44+:.

[-+2

FJ>DFKB LQEBO @LKPFABO>QFLKP LO S>OF>?IBP QE>
FKQL MI£¥B JRPQ >SLFA ALFKD QEFP FK LOABO QL CL(
GRPQ > CBT HBV S>OF>?|BEB@RAEBLRQ@LJIB (BOB FF
> OBIBS>KQ @LJIBKQ-PURE &OFBAJ>K

0A87<0-;1; 1; 1587:<)6< 1. 1< F-@84)16;G 5=+0 *A
41<<4- <0)< 1; 1. 1< )*<)+<; <0- +75576 )6, +:=
+1)4 -4-5-6<; 15 <0-5);; 7. +7584-@ )6, ,-<)14-,
+1+=5;<)6+-; ;=::7=6,16/ <0- 80-675-6) <7 *-
-@84)16-, )6, 8-:51<; >)41, 8;,1+<17676 <0- *);1;
7.<0-5)476- "7 *- 1587:<)6< <0-:7:- ) 0A87<0
-;1; B=j<*- -+:18<1>-4A )4;- 16 1<; );;=58<176;
1< <)3-; )++7=6< 7. )6, )++7=6<; .876- 7. <0O-
5)6A 7<0-: )<<-6,)6< +1=5;<)6+-; ;16+- 1<; >-:A
;=++-;;;077?; <0-5 <7 *- 1::-4->)6< .7: <0- 80-675
-6) <7 *- -@84)16-,D

4L 7B PROB $OFBAJFK@LJIBKQP >0B

KLQ TFQELRQ @OFQF@FPJ ?RQ KBSBOQE
>AEBOBA QL ?V >BB BKOQEB PL@F>| P@F
BK@BP FK@IRAFKD LC @LROPB B@LKLJF
@BOQ>FK LQEBO AFP@FMIFKBP FK@IRA
MLIFQF@>1 QEBPQUONEFILPLMENA

$SF>IB@QF@>)ppF21v LQEBOP TB AL KLQ BKD>DB FK (

2B>PLKFKD

-LAB LC

@B78 B98EFBA<A)K QEBPB CFBIAP ?V
@LKQO>PQ TB >OB LCQBK B&D8BBA FK

2B>PLKFKD  G<64B4ABA<A4EBOB TB CFOPQ PQ>QB >
4EBPFP | G;8F<REBK BU>JFKBAGXNEG;8FXB DL

IKQFQEBPKP?>@H >KA CLOQE KRJBOLRP QFJBP RKQF

3VKQEBPRP @>K >O0FSBLAG:8FIFEF@E FP @LK@IR

PFSB LO AFPMLPFQFSB

&0OFBAJ>K -FIQLK %PP>VP FK OLPFQFSB %@LKLIF@P #EF@>DL 5KFSE
LC #EF@>DL 0OBPP MM
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4ELPB LC VLR QE>Q >0OB >@@RPQLJBA QL AF>IB@QF@
JRPQ AFIFDBKQIV >SLFA QEB K>QRO>| FKPQFK@Q QL N
FKB QEB >KQFQEBPFP O>QEBO VLR JRPQ OBJ>FK PQB:
IFKB LC OB>PLKFKD ABJ>KABA ?V QEB JLOB IFKB>0 J>K
>?PQO>@RIBBQ>QFLK ?>PBA LK CFOPQ MOFK@FMIBP >
M>OF?RP ABIFJFQ>QFLKP ! bABIFJFQ>QFLKc FP > IFJFQ:
LKB MBOPLK EBOPBIC FIMLPBP LK QEB P@LMB LC EBO C

7EBK FK @BOQ>FK FKPQ>K@BP
COLJ >?PQO>@Q OB>PLKFKD TB
@FCF@ JSPBE<CG@O@RJIPQ>K(
> 6BAGSKGHOR6BAGEG8E>KKBQIEB
OBPRIQ J>V KL@A{&4’><M43?B> @LK

ALR?Q a FC TB >PPRJB @BQBOFP N
QEB P>JB QFJB FQ FP JLOB QE>K GRPQ FKQBOBPQ
O>QBP >ILKB @B@CQEQL@H MOF@BP

/KB LC QEB ?B>RQFBP LC >?PQO>@Q OB>PLKFKD FP QE
RP QL BJMILV LQEBB OB>PLK>?IB >PPRIMQFLKP TEBK TI
CFKA QE>Q > JLABI E>P MLLO MOBAF@QFSB MLTBO

(>MMV QO>SBIP
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OAB@/1B7=< OAC@2 $
$313AA/@G

9LR QELRDEQ TB TBOB ALKB Q>IHFKD >?LRQ >?PQO>@Q
a LKB I>PQ AFP@RPPFLK )Q FP QE>Q PIMOBBIBYBOBE
GLHB

| @EBJFPQ > MEVPF@FPQ >KA >K B@LKLIFPQ >OB PQO
ABPBOQ FPI>KA 4EBV E>SB >K >JMIB PRMMIV LC @>KKE
?2RQ >I>P KL @>K LMBKBO

4EB @EBJFPQ PRDDBPQP QE>Q QEBV PELRIA IFDEQ > CF
@>KP PL QE>Q QEBV TLRIA 2ROPQ LMBK

4EB MEVPF@FPQ PRDDBPQP AOLMMFKD QEB@>KP CO
FQP OL@HV ?LQQLJ QL PJ>PE QEBJ LMBK

4EB B@LKLIJFPQ AB@I>OBP-ARBQ® TB E>SB > @>K
LMBKBO

&FK>K@F>| >KA B@LKLIF@ QEBLOV J>HBP TE>Q J>V >M
CFOPQ PLJB >?PROA >PPRIJMQFLKP "RQ QE>Q FP LKI\
QEB PL@F>I TLOIA QEB TLOIA FKE>?FQBA ?V MBLMIB FP
@LIMIBU FK J>KV T>VP QE>K QEB OB>| TLOIA QEB TLC
QEB E>OA P@FBK@BP

I0B QEB @EBBRR(B@RIBP JLQFS>QBA ?V CB>0 >KA DOE
7 Fll >J?FQFLK LO >IQQEB®@I>CQEB QO>GB@QLOV LC QEB
@>KP %@LKLIFPQP @>KKLQ HBBM QO>@H LC BSBOV
QE>Q QEB ERJ>K JFKA J>V GRKFEARRPQO>@QP ?V ILLH

FKD FKQL QEB LRQ@LJBP LO @ELF@BP QE>Q >0B RPR
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ABKQ LC ERJ>K CLF?IBP LO A>OBI)PE@>IcFQELRQ
>?PQO>@QFLK B@LKLJIFPQP TLRIA KBSBO >0O0FSB >Q >
FW>QFZKPTLRIAQEBOBIREBK KLQERKDE

3RMMLPB VLR GRPQ >OOFSBLOFK#BJIWCLO QEB CFOP
QFJB )C VLR TFPE QLFIBRASMR>0OB TLRIA VLR RPB >
J>M FJ>DFKB QE>Q QEBOB FP K:WIB IQE?Q ABQ>FIP >l
QEB PQOBBQP LO GRPQ QEB J>FKLROQBIABR.QL 9

7B @LK@BOKBA TFQE >Il QEB @LKCRPFKD >KA JLPQI\
ABQ>FIP

| 2RADBLKFKD CFBIA "BE>SFLO> %@LKLIF@P >KA &Fk
AB>IP TFQE QEB ERJ>K @LKAFQFLK >KA FQP FKQBO>@C
AFQFLK>| bL?GB@QFSBc B@LKLIRBPRIQIBEBRDP CFOP

-16/ 1/67:)6< 1; 67< ;7 5=+0) ;0)5- ); *-16/
=6?14416/ <7 4-):6

"BKG>JFK &O>KHIFK

6;<:=+<5-)6, ;0)44 *-;14-6< )3-5-=6,-:
;<)6, 20-: - Q)>--ii -

"LLH LC *L? I0QP@OLII QO>KPI>QRLK
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#=23A =4 (3/A=<7<5 7/:31B71/:
DBB@ACA </:GB71

7E>Q FP $F>IB@QF@>| 2B>PLKFKD

4EB MOL@BPP LC >O0FSFKD >Q QEB QORQE ?V
QEBPFP ABSBILMFKD > @LKQO>AF@QLOV >KQF
?>PBA LK @LK@OBQB MLPPF?FIFQFBP >KA @LJ
QEBJ FKQL > @LEBOBKQ PVKQEBPFP LCQBK >C
KRJBOLRP S>OF>QFLKP >KA FQBO>QFLKP

| JBQELAM>ORJIBKQEBUMLPFQRERYP
QBJ>QF @BRDEK FABFQESFBRQIQEGBPL
IRQFLKFQP QB3> -MM>@RKMO>AF@QFLKP

(LT QL %KD>DB FK ?PQO>@Q LO K>IVQF@ 2B>PLKFKD

IK>IVQF @RIBKQ>QFLEBAFCI>OHBAIV COLJ $F>IB@QF@!
4EB CLIILTFKD MBOQ>FKP QL QEB !K>IVQF @BEBQELA LKI
FQ FK JFKA

IK>IVQF@ OB>PLKFKD @LJJBK@BP TFQE > CFOP
@FMIB LO >PPRIMQFLK /K QEFP CLRKA>QFLK >|
b>DRJBKQc FP ?RFIQ

m IPPRIMQFLKP JRPQ ?B OB>PLK>?IB >KA
DBKBO>1IV QORB

IK >DRJIBKQ FP KLQ > AB?>QB $L KLQ PQ>0Q TF

>K LMMLPFQREKRK PR QBIBKFP KLQ
>?LRQ bTFKKFKD ¢



+44+:.  [-+2

$L KLQ PM>O TFQEDREBKO &FOPQ QOV QL
RKABOPQ>KA FQ

m 4>HFKD > @LKQO>0V MLPFQFLK
TFIIKL@PPFPQ VLR FK RKABOPQ>KAFKD
QEB MOLMLPFQEKIBEGOBQQBO

IODRJIBKQP >OB LCQBK KR>K@BA KLQ ?I>@H >K
TEFQB

IK >RJIBKQ FP KLQ >K LMFKFLK 4EB I>QQBO FF
GB@QFSB

)K @LIIBDB >KA I>QBO FK IFCB >K LMFKFLK FP K
KB@BPP>OFIV > bOFDEQc QL TEF@E > PQRABKG
QIBA ¢ 3LRKA OB>PLKFKD F B DROBK®>0O
QORJIMP LMFKFLK

IKV MLPFQFLK VLR Q>HB JRPQ ?B ?>PBA LK PLRK
>ORJBKQ

"0-" )45=,1+ 5-<07, 16>):1)*4A 8::; <7 87;-
9=-;<176; 16)

+76+:<- :)<0-: <0)6 )6 )*;<:)+< .7:5
a2>?7?F |AFK %SBK )PO>BI 3QBFKP>IQW
-6+- =1,- <7 <0- ")45=, M

7 B @>K P>CBIV >PPBOQ QE>Q FC LKB >MMIFBP > IFQ J>Q
MC M>MBBB M>MBO TFIl ROK 4EFP FP QORB FK DBKB
>PPRJBP QE>Q >Il BIPB FP BNR>| "54 TE>Q )& FQ FP O>|
7E>Q )& QEB M>MBO FP QOB>QBA TFQE > CFOB OBQ>0A:
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PLIBTE>Q >?PROA SFLI>QFLKP LC LRO @BQBOFP M>Oi
I>QB KBD>QB QEB SBO>@FQV LC QEB DBKBO>I MOFK@
?ROKP (BOB QEB TLOA b"54c FP LMMLPFQFLK>| 4EB T
b)&c @OB>QBP > @LK@OBQB @LKQBUQ > K>OOLT @
TFQE QEB LCQBK RK@LKP@FLRP MROMLPB LC CFKAF
ABKV > DBKBO>IIV PLRKA MOFK@FMIB BD QE>Q M>MB(
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7</<13)BG:3

3QRABKQP SBOV LCQBK TFIl @LJB QL QEBFO CFOPQ C
TBIl OB>A FK >K FIMOBPPFSB ELPQ LC PR?GB@QP FK@
QLOWQBO>QROB >KA JLOB ?RQ KLQ KB@BPP>OFIV FK |
LO CFK>K@B

&FK>K@B >P @BOQ>FK LQEBO bP@FBKQFCF@c PR?GB
> J>OHBAIV BBOBKQ PQVIB FQ FP KLQ>?IV QBOPB >KA F
7 LOAP >0OB KLQ M>OPBA >KA BUM>KPFSB @LILOCRI MC
PFPQBKQIV BP@EBTBA 3M>0OPB MOB@FPB I>KDR>DB FI

5KIFHB IFQBO>QROB CLO FKPQ>K@B LKB J>V CFKA QE>
OB>A QEB P>JB PBKQBK@B PBSBO>| QFJBP RKQFI P EB I
GRPQ @:3#RQ VLRO CBBQ RM >KA PIF@B QEOLRDE J>KV
OBI>QFSBIV PELOQ LOABO

$L KLQ DBQ CORPQO>QBA TEBK QEFP E>MMBKP +F@H
KLQFLKP AFP@RPPBA FK VLRO EB>A RKQFI VLR DBQ FC
FQ LSBO >D>FK VLR J>V CFKA QE>Q VLR @>K PBB QEB F
COLJ AEBOBKQ >KDIBP TFQE FK@OB>PFKD QELRDEQ 4t
FKSFDLO>QB VLR 3Q>0Q QEFKHFKBOER RHMB-&Q 4
&FK>K@F>1 %@LKLIFPQ

3MBKA BUQO> QFJB LK B>@E M>0O>DO>ME JsKA M>DB
CFKA QE>Q VLR E>SB QL PR?PQ>KQF>IIV PILT ALTK QEE
VLRO OB>AFKD

P CLOJRI>B >OB MOBPBKQBA @>OBCRIIV @EB@H QEB ¢
QL ?B PROB VLR >DBBB-I9CFKA QEFP BUQOBJBIV EBIMC
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FK FK@OB>PFKD VLRO RKABOPQ>KAFKD >KA FKPFDEQ
VLRO @>I@RI>QLO E>KAV >P VLR OB>A

"B JBQELAF@>| >KA Q>HB VLRARQIFIBCHKA QE>Q VLR
TFIl >AGRPQ QL QEB KBT PQVIB >KA VLR TFIl CFKA BKC
FK VLRO FK@OB>PFKD J>PQBOV 4EFKHKBI DEBHOBIV
QLL C>PQ
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6/>B3@ 7</<17/:
)B/B3;3<BA </:GA7A *63
[:/<13)633B
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6/>B3@ * E= " 3/@<7<5 %CB1=;3A

,B>OKFKD /RQ@LJIBP

)K QEFP @E>NQHBII

] 89<A8B>@E ">I>K@B 3EBBQ >@@LRKQ
] 4?6H?4GBEB ?>PF@ !@ @LRKQFKD %NR>QFLK

] 178AG<HB?FQ >KA @OBAFQ BKQOFBP CLO QEB ">I>
3EBBQ

] )4A> QEB FQBJP FK QEB &FK>K@F>| #I>FJP (FBO>0O
@EV

] +E468QEB IFKH COLJ QEB )K@LJB 3Q>QBJBKQ QL
QEB ">I>K@B 3EBBQ
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*63 7</<13 7< B63 7</<17/:
)B/B3;3<BA

7EV AL TB @>0B >?LRQ &FK>K@F>| 3Q>QBJBKQP FK > &
@LROPB &FK>K@B ?BDFKP TEBOB QEB #BOQFCFBA OR?
Q>KREL? BKAP 4EB >@ @PRHQ-KDOL @>0BCRIIV BU>J

FKB QEB @LIN>BME>K@F> OB@LOAP FQP b?LLHPc FK
CFOPQ QL ABQBOJFKB QEBFO >@ @ REE@ELREBO>@)!
Q>KQ TFIl QEBK PFIMIFCV QEB A>Q> >KA PRJJ>OFWB (
QEOBB &FK>K@F>I 3Q>QBJBKQP 4EB ">I>K@B 3EBE
)K@LJB 3Q>QBJIBKQ >KA QEB #>PE &ILT 3Q>QBJBKQ )k
QBUQ TB TFIl AB>| LKIV TFQE QEB CFOPQ QTL PQ>QBJBK

4EB >@@LRKQ>KQ ALBP KLQ E>SB @LJMIBQBIV COBB O
FKD QEB J>KKBO FK TEF@E QEB CFK>K@F>1 A>Q> >0B P
3 EB JRPQ >?FAB ?V b'BKBO>IIV @ @BMQBA '@ @LRKQFK
@FMIBPc >IPL HKLTK PFIMIV >REFP FP QEB ORIB?LLH
CLO QEB >@@LRKQFKD MOLCBPPFLK "0 ORIBP >0OB P!
>@@LRKQFKD MORGCBRIBFRLK4FKD ?I1Q8B &FK>SK@F>I
|@@LRKQFKD 3Q>KA>0AB"LABR %@ @LRKQFKD MOL
CBPPFLK FK QROK ABOFSBP FQP IBD>| PQ>QRP COLJ >
BOKJBKQDERFW>QFLK @>IIBA QEB 3B@ROFQV >KA %l
#LJIFPPFLK LO b3%#c "V IXJEB 3%# BJMLTBOP QEB
>@@LRKQFKD MOLCBPPFLK QL J>HB FQP LTK ORIBP >K
QEB ORIBP a TFQE QEBSB6eFDEQ !'P J>KV LC VLR J>V
>|OB>AV HKIQEB 3%# >IPL LSBOPBBP QEB 5KFQBA 3Q>
CFK>K@F>I J>OHBQP

Il &FK>K@F>1 3Q>QBJBKQP FK@IRAFKD QEB ">I>K@B 3E
2B MOLSFABA QL IBKABOP TEL TFIl BU>JFKB QEB PQ>(
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MOFLO QL J>HFKD >KV IBKAFKD ABQBOJFK>QFLKP bOR?
M>KFBP c FB @LOMLO>QFLKP TELPB PQL@H FP bQO>2
>KA PLIA LK > MR?IF@ PQL@H BU@E>KDB TEBOB PQL@}
>KA PLIA >OB OBNRFOBA QL OBIB>PBRIEBFO/RRBQBJIBK
TEL OBNRBBEBJID>FK EFP FP >K 3%# OBNRFOBJBKQ

4EB PHFIIBA CFK>K@F>I >K>IVPQ TFIl QEBK OB>A QEB P
?B@>RPB P EB BPKSBOBPQBAMAOIKQP QL HKLT
TEBQEBO >K FKSBPQJBKQ FK QEB @LJM>KV FP TBIl >
LO TEBQEBO > MLQBKQF>| FKSBPQJBKQ JS¥E®B >ASFP
J>V OBMOBPBKQ IBKABOP LO BNRFQBREEBB BLISEDP
J>V ?B @LKPFABEKSSPQLEB>AFKD QEB PQ>QBJBKQP
OBNRFOEP>K @BAR@>QFLK @LK@BOKFKD ELT QEB >@
Q>KQ @EBW QEB PQ>QBJBKQP !0 ORNH-GHE

MIBU

)K PRIJ>O\QEB >@@LRKQ>KQ FP > QO>FKBA EFPQLOF>
4EB CFK>K@F>| >KSIMPB>A QEB >@ @PRB@-MQEA

R@Q FRQYLOB CRQROB LAEBKSIBABO FP LKIV @LK@BOKE
>?LRQ ELT > MLQBKQF>I FKSBPQJBKQ TFIl MBOCLOJ
CRQROB
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*63 /:/<13)633B

4EB">I>K@BEBBQ MOBPBKQP > PQ>QF@ RK@E>KDFKD
QLDO>ME LC > @LBNCHUK@F>l MLPFQFLK >Q > JLIBKQ
QFJB FB b>P LCc > @BOQ>FK A>QB LCQBK $B@BJ?B(
QEBLCKYV LC QEB CFDROBP LK QEB ?>I>K@B PEBBQ T
AFCBOBKQ BF@ERDLO®J>IIBOQEB SBOV CFOPQ A>V CLI
ILTFKD LO ?BCLOB QEB PQ>QBJBKQ A>QB 4EB ">I>K@
FP RPR>IIV FPPRBA BSBON BIRBSRBOQEOBB JLKQEP
SBOV PFIMIB ?>I1>K@B PEBBQ TFII ILLH PLIBQEFKD IFHB
ILTFKD TFQE QEB KRJ?BOP CEHBB RKQB QE>Q >KV
>@QR>I ">I>K@B 3EBBQ VLR J>V BU>JFEBQISOLFC
QEFP PFJMIB BU>JMIB

$%& 586 '2'4)+ ++:'95  $ $

Cash and Equivalents |JAccounts Payable

Inventories Short-term Debt

lAccounts Receivable Total Current Liabilities
Total Current Assets | |Long-Term Debt

Total Liabilities

[Property, Plant & Equipment IPreferred Stock
Total Long-term Assets | |Common Stock
[Retained Earnings

Total Owners Equity
Total Assets Total Liabilities + Equity

Il IPPBQ >@@LRKQP >0B bAB?FQ ?>I>K@Bc >@@LRK
JB>KP QE>Q TEBK QEB >@@LRKQ FK@OB>PBP AB@C
>JLRKQ FP OB@LOABA LK QEB AB?FQC@EBATRDRFAB
IBADB®>?FIFQV >KA %NRFQV !@ @LRKQP >OB bh@OBAF(C
>@@LRR@J>HB QEBPB BKQOFBP FKQL QE® ?LLHHBI
IBADE® b4@@LRKQPc PBB FJIBAF>QBIVABRBRLT
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JB@E>KFPQF@ CO>JBTLOH FP CRKA>JBKQ>I QL bALR
?LLH HBBMFKD c

Assets Liabilities + Equity
Cr Dr Cr
- - +

,BOR OBMB>Q QEFP IPPBQ >@@LRKQP >OB bAB?FQ ?>I>

b$Oc >@@LRKQP TEBOB>P IF>?FIFQV >KA LTKBOPe L
ELIABOPe BNRFQV >OB b@OBAFQ ?>I>K@Bc @OBAF
>@@LRKQP )K@OB>PBP AB@OB>PBP FK >PPBQ >@@Ll
>@QBOFWBA ?V AB?FQ @OBAFQ BKQOFBP FK@OB>PE
IF>?FIFQV >KA BNRFQV >@@LRKQP >0B @E>0>@QBO
AB?FQ BKQOFBP

)K bALR?IB BKQOVc ?LLHHBBMFKD CLO BSBOV AB?FQ B

JRPQ ?B > @OBAFGEBXQPVIRPQ BNR> @OBAFQP >KA

2>1>K@B PEBBQ JRPQ 7+ OKIEEPBQRLQ| ,F>?FIFQFBP
%NRFQNEFP FP QEB ?>PF@ >@ @LRKQFKD BNR>QFLK

">PF@ >@@LRKQFKD BEBRSQALKFKD BNR>QFLKP JRPQ
?V ABCFKFQFLK ?B QORB

L, % IPPBQP ,F>?FIFQFBP MIRP %NRFQV
la, % IPPBQP JFKRP ,F>?FIFQFBP %NRFQV

4EBOB >0B >IPL @LKQO> >PPBQ >@@LRKQP PR@E >P >
ABMOB@F>QFLK >KA >IILT>K@B CLO RK@LIIB@QF?IB >@
OB@BFS>?IBP TEF@E >OB b@OBAFQ ?>I>K@Bc @OBAF
>@@LRKEBPB @LKQO> >@ @BRXUFSBG/ OBAR@B QEB
KBQ >PPBQ >@@LRKQP >KA >0OB @OBAFQ BKQOFBP

4EB MEO>PB b@ROOBKQ ¢ >P FK b@ROOBKQ >PPBQP c E
QEB IFCB LC QEB >PPBQ a L@ @:0ORFKIYQL QEB >@@LRK
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Q>KQ >KV >PPBQ LO IF>?FIFQV TEF@E FP @LKPRJBA
TEQEFK >K >@@LRKQFKD MBOFLA FB LKB VB>O Fi
IKV >PPBQ a LO IF>?FIFQV a QE>Q E>P > IFCB BU@BB
VB>O FP bILKD QBOJ ¢ 4ERP FKSBKQLOV FP MI>@BA b>
IFKB ¢ RKABO @ROOBRQOPPBPREB @>PB TFQE >@@LR
M>V>?IEDOLMBOQV FP ILKD QBOJ CLO BU>JMIB -LOB LK
KBUQ
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(BOB >OB PLJB BU>JMIBP LC PFIMIB ?LLHHBBMFKD LO b
K>Ic LO bIBADBOc BKQOFBP BUBJMIFCVFKD ALR?IB BKG
HBBMFKD PQ>KA>OAP +BBM FK JFKA QE>Q >PPBQP
?2>I>K@B >@@LRKQP TEFIB IF>?FIFQFBP >KA BNRFQV >C
>K@B >@@LRKQP $B?FQP JRPQ >IT>VP BNR>l @OBAFC
KRJ?BOP ?BILT >OB FK QELRP>KAP LC ALII>OP

,BQR P>V QE>Q > @LIM>KV ?RVP FKSBKQLOV CLf
FK @>PE 7E>Q >OB QEB @LOOB@Q ?LLHHBE
FKD BKQOFBP

Cash Inventory

$1,000 $1,000

9LR TFIl KLQB QE>Q @>PE DLBP ALTK @OBAFQ
FKSBKQLOV DLBP RMOBB ] KLQB QE>Q QEB
?2>PF@ >@@LRKQFKD BNR>QFLK ! , % OBJ>FK
RK@E>KDBA

7E>Q E>MMBKP TEBK > @LJM>KV ?LOOLTP JLKB\
?V FPPRFKD ILKD QBOJ AB?Q CLO

Cash Long-term Debt

$5,000 $5,000

&FOPQ AB?Q FK@OB>PBP @OBAFQ >KA PL QLL
AB?FQLR TFII KLQB QE>Q ?LQE PFABP LC QEB Q
?2>PF@ >@@LRKQFKD BNR>QFLK FK@OB>PB

7E>Q FC QEB @LJIJM>KV ?LOOLTP FK LOABO Q
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?RV ?>@H PLJB LC FQP PQL@H

Equity Long-term Debt

$7,500 $7,500

$B?Q FK@OB>PBP @OBAFQ >KA BNRFQV DLBP,
AB?FQIEBMRO@EBNERFQV ?B@LJIBP TE>Q FP
@>IIBA ©B>PROV 3QL@H ¢ TEF@E FP > @LKQO>
>@@LRKQ >KA QERP > AB?FQ ?>I>K@B >@@LRK
BNRFQV J>V ?B OBFPPRBA >D>FK FK QEB CRQRC
PELRIA QEB @LIM>KV @ELLPB QL AL PL 'KLQEB(
BU>JMIB LC > @LKQO> >@@LRKQ TLRIA ?B
bIILT>K@B CLO $LR?QCRI '@ @LRKQP 2B@BFS
>?IBR TEF@E TLRIA ?B > @OBAFQ ?>I>K@B >@@
SBOPRP >@@LRKQP OB@BFS>?IBP

7E>Q E>MMBKP TEBK QEB @LJM>KV ?RVP  FK
FKSBKQLOV LK @OBAFQ QBOJP

Inventory Accounts Payable

$500 $500

)KSBQLOV OFPBP AB?FQ >KA M>V>?IBP >IPL
FK@OB>PB @OBAFQ
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C@@3<B AA3BADXB<B=@G /<2
11=C<BA (3137D/0:3

4EB >@@LRKQ>KQ ABCFKBP QEB TLOA b@ROOBKQ ¢ >i
>PPBQc a LO b@ROOBKQ IF>?FIFQVc a >P >K FQBJ TEF
PRJBA LO BUE>RPQBA TFQEFK LKB @K B}ZB-GV/B>0
>K@B PEBBQ TB L?PBOSB KRJBOLRP PR@E >PPB
IF>?FIFQFBP &LO BU>JMIB FKSBKQLOV FP EBIA ?V QEE
QFLK CLO P>IB FK QEB KB>0O CRQROB FHAPMBEBRRJI>?IV
IBPP QE>K LKB VB>0 FK JLPQ FKPQ>K@BP )K C>@Q (
QEB @LOMLO>QFLK AFPMLPBP LC FQP FRSBKQLOV QER
I>DB

b!@@LRKQP OB@BFS>?@ROOBKQ >PPBQ QE>Q ?B>OP
CROQBB®I>K>QFLK )K J>KV FKPQ>K@BP > @RPQLJBC
CLO DLLAP MRO@E>PBA >Q QEB MLFKQ LC P>IB (B OB
DLLAP FB QEB @LONALGXSBKKREOV >KA M>VP >Q QE
P>JB QFJB 4E>Q FPRERSIE>MMBKP TEBK @LKPRJBOP

2RV DLLAP >Q QEB!P@EBQFJB LC > b@>PEc P>IB QEE
PBIIBO OBAR@BP FKSBKQLOV @OBAFQ >KA FK@OB>PE

)K J>KV FC KLQ JLP@B>PRPFKBPP QO>KP>@QFLKP QEB
QLJBO J>V OB@BFSB QEB DLLAP ?RQ KLQ M>V CLO QI
I>QB@EB PBIIBO J>V DO>KQ QEB @RPQLJBO b@OBAFQ
MRO@E>PB >KA OBNRFOB bQBOJP LC P>IBc QL TEF@E
>DOBBP 4EB QBOJP LC P>IB TFIl AF@Q>QB QE>Q QEB @
CLO QEB DLLAP QVERE@XLY >IT>VP TFQEFK QEFOQV A:
LC ABIFSBIE¥P P>IB TLRIA 7B OBCBOOBA QL >P > b@OBA¥
O>QEBO QE>K > bh@>PE P>IB ¢ >KA TLRIA ?B FKAF@>QB
LK QEB @LIMPHWK@LJIB PQ>QBJBKQ PBB ?BILT
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IQ QEB QFJB LC QEB @OBAFQ P>IB QEB PBIIBO TFII C
b?LLH ¢ >K >@@LRKQ OB@BFS>?IB CLO QEB P>IB LK F¢
PEBBQ TEFIB QEB ?RVBO TFII ?LLH >K >@@LRKQ M>V>?
3FJRIQ>KBLRPIEB PBIIBO OBAR@BP FB @OBAFQP EFF
QLOV >KA QEB ?RVBO FK@OB>PBP FB AB?FQP EFP

7EBK M>VJBKQ FP J>AB QEB >@@LRKQP OB@BFS>
>AGRPQBA >P TFIl QEB @>PE >@@LRKQ )K QEB @>PB L
QEB >@@LRKQ OB@BFS>?IB FP OBAR@BA FB @OBA
@>PE >@@LRKQ TFIl ?B FK@OB>PBA FB AB?FQBA

)K QEB @>PB LC QEBQEB/B@@LRKQ M>V>?IB TFIl ?B
OBAR@BA FB AB?FQBA >KA @>PE TFIl ?B OBAR@BA F
FQBA >P TBII
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BKABOP >KA LTKBOP ESE®RKGQ @I>FJP LK QEB @LJ
M>K¥Pe FKQBOBPQP 4EBOB FP > AFPQFK@Q EFBO>0@
QEB @LOMLE@EIFEREKQBO M>FKa OABO COLJ CFOPQ Ql
I>PQ

$B?QELIABOP ,BKABEBV DBQ M>FA CFOPQ 4EFP FK@IF
QEB FKQBOBPQ LK IL>KP >KARKIQER @FKk| TEBK ARB
L>K M>VJIBKQP >OB J>AB >P @LKQO>@QBA >KA AL KLQ
PELRIA QEB CFOJ ?B@LJB JLOB MOLCFQ>?IB $FSFABK
KLQ ?B M>FA QL PE>OBELIABOP RKIBPP IL>K M>VJBKQP E
J>AB CFOPQ >KA FK CRII

0OBCBOOBA PE>OBEHBRBQHKBOP RPR>IIV DBQ M>FA >
CFUBA M>VJBKQ LO bAFSFABKA ¢ TEF@E @>KKLQ FK@!
FC QEB GFRIGL CFQP FK@OB>PB )C QEB CFOJ FP RK>?IB
AFSFABKA FQ J>V PHFM FQJ(FBSEIBCBOOBA AFSFABKA
>OB b@RJRI>QFSB ¢ TEF@E JB>KP QE>Q KL @LJILK PQL
FABKAP J>V ?B M>FA RKIBPP >KA RKQFI >l M>PQ RKM>
ABKAP QE>Q E>SB >@@RJRI>QBA bFK >00B>0OPc >OB |
CFOPQ

#1 JILK PE>OBELIABGEBPB PE>OBELIABOP DBQ QEBFO A
ABKAP I>PQ >KAGB®BESB LTKBOP LC >KV B>OKFKDP T
QEB CFOJ ALBP KLQ M>V LRQ ?RQ bOBQ>FKPc >KA OBFI
FKQL QEB CFOJ FK QEB J>KKBO LC >ANBKY BNRBEOQV
JBKQ >KA TLOHFKD @>MFQ>l )K LQEBO TLOAP @LJJLK
ELIABOP E>SB > @I>FJ) LK QEEKBBOI@LIB >CQBO
MOBCBOOBA AFSFABKAP E>SB ?BBK M>FA
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#LJJLK PE>OBELIABOP Q>HB LK QEB JLPQ OFPH >P QE
I>PQ LKBP bLK QEB QLQBJ MLIB ¢ 3R@E FP QEB @>PB
QEB CFOJ FP >K LKDLFKD BKQBOMOFPB LO FP ?BFKD IF
2>KHORM@EBY DBQ M>FA I>PQ #LJJLK PE>OBELIABOP E:
> bOBPFAR>Ic @I>FJ LO FKQBOBPQ FK QEB @LIM>KV .
LQEBO FKQBOBPQP >0OB Q>HBK @>0B LC

/K QEB LQEBO E>KA QEB @LJILK PE>OBELIABOP E>S
JLPQ QL D>FK FC QEB CFOJ FP MOLCFQ>?IB QEB AFS
2B FK@OB>PBA >KA JLOB B>OKFKDP J>V ?B OBQ>FKBA :
CFK>K@F>| ?BKBCFQ >FP QEIBQHXBA B>OKFKDPc >0
LTKBA ?V QEB @LJJLK PE>OBELIABOP

ID>FK LKIV @LJJLK PE>OBELIABOP ?BKBCFQ FC MOLCHK(
@LJILK PE>OB LTKBOPEFM BKQ>FIP JLOB OFPH PFK@B
>KA MOBCBOOBA AFSFABKAP >0B KLQ M>FA QEBOB J>\
IBCQ CLO QEB @LJJLK PE>OBELIABOP

'LSBOKJIBKQ >KAUBPBQR KLQ OBM QE>Q >CQBO FKQBOI
E>P ?BBK M>FA QEB B>OKFKDP LC QEB @LJM>KV >OB Q
>KA QE>Q AFSFABKAP >0OB M>FA LRQ LC .BQ )K@LJB a >(
E>SB ?BBK M>FIBP >0OB > DFSBK >KA KIBMIKLQ

QEFKH LC QEB DLSBOKJBKQ >P > @I>FJ>KQ LK QEB CFC
FP KBFQEBO IBKABO KLO LTKBO

7<016/ 1; +-:<)16 -@+-8< ,-)<0)6, <)@-;

"BKG>JFK &O>KHIFK
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<B3@3AB/&2 =< =<2A /<2
7D723<2A &2 =<)B=19

] JKQBOBR@BP Q>U ABAR@DEEB @LOMLO>
QFLIFSFABHKARMOBCBOOBA >KA @LJ
JLK PQL@H0B K3U ABAR@BRABO @ROOBKQ
I>T

m )KQBOBPQ JRPQ ?B M>FA ?BCLOB >KV AF
ABKA M>VJBKQP LK MOBCBOOBA >KA @l
JLK PQL@HP J>V ?B J>AB

] 0OBCBOBBABASFABKAP >0B RPR>IIV CFUBA IFH
QEB FKQBOBPQ LK JLPRIBKAE QEB @LOMLO>
QFLK ?B@LJBP JLOB MOLCFQ>?IB QEB MOBCBO
PQL@H AFSRBDB FK@OB>PBA 4EBOB FP KL
RMPFAB FK QEFP @>PB

m /KIV >CQBO FKQBOBPQ FP M>FA LK QEB
MLO>QPLXB?@>V MOBCBOOBA AFSF
ABKAP QEBK ?B M>FA )C QEB AFSFABKA
KLQ M>FA FQ FP KLEDBAKPFA
bABC>RIQc >P TFQELOIARRQ QEFP FP
?B@>RPB MOBCBOOBA PQL@H OBMOBP
LTKBOREFKQBOBPQP >KZ&REBQV
0OBCBOOBA PQL@H FP QERP QELRDEQ
EV?0FA AB?Q BNRFQ\SPE@MESPQV
@E>0>@QBOFPQF@P LC ?LQE

m -LPQ MOBCBOOBA PE>OBP >0B b@RJRI>

QFSB ¢ TEF@E JB>KP QE>Q ?BCLOB >KV
AFSFABKAP >0OB M>FA QL @LJJILK PE>OB
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ELIABOP >Il QELPB MOBCBOOBA AFSF
ABKAGEER»SEKLQ ?BBK M>FA >KA >OB
QERP P>FA QL-B@RJIRI>RIBY>FA
LCbFK >0O0BIRIPQ CFOPQ ?B M>FA

] #LJILK PQL@H FP JLPQeCIFORRD >RPBP
AFSFABKARQEEEPQ QL 7B M>FRB@®A
LKAIV?B@>RPB @LJJLK PE>OBELIQBBPSOB

QL?B M>FALEK ?>KHORMQ@V QERP QEB MEO>P
bOBPFAR>I FKQBOBPQ ¢ RPBA >?LSB

m (LTBSBO>P @LJJLK PE>OBELIABOP
E>SB OFDEQPBPEARMOLCFQP F B
>CQBO FKQBOBPQ FP M>FA LK AB?Q >KA
LKA >CQBO MOBCBOOBA PQL@H AFSFA
AFPQOF?RQFLKP QE>Q\DBEBKE®J J>
>QB@LJILK PE>OBELIABOP
>IPLE>SEEB JLPQ LMMLOQRKFQV
PE>OB FK MLPFQFSB B>OKAKBP DOLTQE
QEBV E>SB QEB JLPQ QL D>FK

m P > OBPRIQI&K PE>OBP RPR>IIV
@LJIB TFQE bSLQFKD OFDEQP c FB QEB
>?FIFQV >KKR>IIV QL SLQB CLO @LIM>K
J>K>DBJBKQ >KA LK @BOQ>FK HBV
FPPRBP .LQ>?IV MOBCBOOBA PE>OBP O
@>00V PR@E OFDEQP
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[1<9@C>B1G

>KV PQRABKQP QEFKH QE>Q ?>KHORMQ@V FP > AB>Q
KLQ a KB@BPPKDEWK >@QR>IIV ?B > DLLA QEFKD TEF
BKPROBP QEB PROSFS>| LC >K BKQBOMOFPB QE>Q BUMI
@F>| PQOBPP 4EBOEBSBEQ@FRILOJIP LC ?>KEERMQ@V
CLOJP >0OB @>QBDLOFWBA ?V b@E>MIDBOE QREABO 4
5KFQBA 3Q>QBP ">SKHORMQ@W ZORBCRQRBB TE>Q QEB
MOFK@FM>| ?2>KHORMQ@V CLOJP >OB >P KLQBA FK C
@E>MQEA ELT B>@E CLOJEBUBIR)

#E>MQBO

4EFP ?>KHORMQ@V CLOJ >IILTP AB?QLOP QL BIFJFK>QB
>[I LC QEBFO AB?QP LSBO > PELOQ MBOFLA LC QFJB LC(
CBT JLKQEP /KIV PQRABKQ IL>KP @EFIA PRMMLOQ M>V.
>KA PLJB LQEBO AB?QP J>V HRIESHIBRPQBB FP
>MMLFKQBA TEL QEBK IFNRFA>QBP RKPB@ROBA AB?QP
QEB MOLMBO AFPQOF?RQFLKP #LII>QBO>I LK PB@ROB/
?BOBMLPPBP#BAQ>FK >PPBQP TFIl 7B MOLQB@QBA PR(
PL@F>| PB@ROFQV FKRNEOHK@BCUO #E>MQBO  QEB
AB?QLO JRPQ P>QFPCV > bJB>KP QBPQ ¢ )C QEB QBPQ F
CFBA QEB AB?QLO J>V PBBH OBIFBC RKABO #E>MQBO

#E>MQBO

(BOB QEB AB?QLO OBQ>FKP LTKBOPEFM >KA @LKQOL
4EB AB?QLO FP OBCBOQGBBTLSPFK MLPPBREFLK ¢
b$)0c ORKP QEB A>V QLORRORIC QEB ?REFKBOEB
@OBAFQLOP TLOH TFQE QEB ?>KHORMQ@V @LROQ QL
QL ?B J>AB TELIB )C QEB @OBAFQLOP @LJB QL >K >DC
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QEB ?RPFKBPP @LKQFKRBP LMBO>QFKD >KA @BOQ>FI
M>VJBKQP >OB J>AB )C QEBOB FP KL >DOBBJBKQ QF
FKQBO@BABP AB?QLOP CFIFKD > PB@LKA QFJB >0OB O
#E>MQBO CFIBOP

#E>MQBO

)K QEFP CLOJ AB?QLOP OBQ>FK LTKBOPEFM >KA MLPPB
>PPBQP FK @LKQO>PQ QL#ZFFIQBMHB M>VIBKQP

QL > QORPQBB COLJ CRQROBFEMORFKIFEBIKFP
?ROPBA QL @OBEBQBIP > CFSB VBFR TEF@E QEFP
MOL@BPP JRPQ ?B @L3BI@BRBBA @OBAFQLOP J>V OB@!
I>DBO M>VJBKQP

*GH78AGEQ G4>8 43KHORMQ@V FP KLQ >IT>VR QEB
BKA LC QEB PQLOV

71<68 /KB PELRIA @LKPRIQ TFQE >K >QQLOKBY QL
L?Q>FK ABQ>FIBA >@QFLK>?IB FKCLOJ>QFLK OBD>OAFK
QEBPB @LJMIBU [>TP

(HSEG<BAK QEB ">KHFKD #OFPFP LC 5KFUEB\
3Q>QBPSBOKJBKQ OBR@RBABA LBRBO>|
-LQLOP FQ MRO@E>PBA PQL@H FIRPERI®LIMBKYV
Q>UM>VBO CRKRPE>Q QEB OFDEQRIBEQJ
E>SB ?BBK ?BQQBO CLO 5K@IB 3>J QL E>SB >IILTBA QEB
@LOMLO>QFLK QL C>FI >KA CFIB RKABO QEB "SKHORMQG
#LAB
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*63 /:/<13)633B $3B <1=;3 /<2
B63 =;;=<)6/@36=:23@

.BQ FK@LJB FP >K )K@LJB 3Q>QBJBKEKREBP >IPL
SBOV OBIBS>KQ QL QEB ?>I>K@B PEBBQ

7E>Q E>MMBKP QL KBQ #K®IMBLEFQRBO FQ FP
OB@LOABA PBO% QEB @LJIJM>KV OB@LOAP KBQ FK@L

JFIIFLICLO QEB VJB>QEB @LIM>KV M>VP AFSFABKAP
FQP PE>OBELIABOP LC P>V QELPB CRKAP >OB |
QEBFOP >KA KLQ QEB @ROMER:-RESIGRELIABOP >OB
BKOF@EBA QL QEB BUQBKQ LC Q>UBBPP

AEFP IB>SBP FK b>AAFQFLK QL OBQ>FKBA B>OKF!
TEF@E >Q QERPEBSOTFI 7B QO>KPBROBEBA@ @LRK
Q>KIDL) QEB FK@LJB PQ>QBJBKQ QL QEB OBQ>FKBA
>@@LRKQ FK QEB BNRFQV PB@QFLK LC AFFR ER>K@B |
ALKB TEBK QEB >@ @bRHIPBRLRQ QEB S0 VR0

BKA >Q TEF@E QFJB QEB FK@LJB PQ>QBJBKQ OB
WBOLC @LROPB >P LTKBOP LC QEB @LOMLO>QFLK >II
B>OKFKDP FK C>@Q ?BILKD QL QEB @LJJLK PE>OBEL
TBIl 4ERRCOLJ QEB MLFKQ LC SFBT LC QEB ?>I>K@B F
QEB @LJJLK PE>OBELIABOP LTK ?LQE QEB b@LJILK PQ
>KA QEB bOBQ>FKBA B>OKFKDP ¢ 4EB MOBCBOOBA P
GRROK QEB MOBCBOOBA PQL@H

Dividends

Net Income <
Addition to Retained Earnings

Retained Earnings
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=@>=@/B3 =/:A

)Q FP TBII HKLTK QE>Q FK > #>MFQ>|RPEBE@LOMID>
QFLK FP P>FA QL PBOSB QEB FKQBOBHREGPIBC QEB LTKBC
QEBOB J>V ?B >AAFQFLK>| MROMLPBP TB PE>Il >PPRJB ¢
PFJMIB MOBJRREEB LTKBOP TFPE QL B>OK MOLC
FQPIbJ>HB JLKBY)K QEBLOB PE>Il >PPRJB QE>Q QEB
LTKBOP >KA BUQBKPFLK QEB @LOMLO>QFLK E>P > KBS
BKAFKD >MMBQFQB CLO MOLCFQP >KA @3 PE#ID>QB DO
P>V QE>Q QEB @LOMLO>QFLK E>P KL FKQBOBPQ FK S>(
LCOALFKD DLLOEB I>@ETEF@E MOBJFPBKISY@Q
2BC>IPB

b'OLTQE QERPBCBOP QL QEB FK@OB>PB FKP> @LOML
P>IBP LO OBSBKRBP TEF@E FK QROK MOLSFAB FK@OF
LC MOLCFQP QL QEB ?BKBCFQ LC PEBK@OBMAEER)FLKe
?20FKDP RP QL QEB ">I>K@B 3EBBQ .L @LIM>KV @>K M
P>IBP TFQELRQ >PPBQP )Q FP >PPBQP QEB IBCQ PFAB L
3EBBQ QE>Q MOLAR@B DLLAP >KA PBOSF@BP CLO P>l
>PPBQP JRPQ ?B M>FALOCLOLOB >@@RO>QBIV
bCFK>K @E2RK @>PE FQPBIC FP RK>S>FI>?IB

4EB CFK>K@FKD LC QEBRBPRE@N&@LIBP COLJ O>FPFK
@>MFQ>I FK QEB CLOJ LC IF>?FIFQFBP FK@IRAFKD
JLKBV>KA FKGB@QFLKP LC @>PE COLJ LTKBOP TEL MF
PE>OBP LC BNRFQV FK QEB T@BBMPREFFIRE>OBP
>OBCBOBA ?V QEB @LOMIEFRJR KFPQFKEBUBKAFC
COLJ PB@LKA>OV J>OHBQ QO>AFKD TEBOB PE>OBP >
COLJ PBIIFKD PE>OBELIABOP TFQE KL @LOMLO>QB
JBKQ &FK>K@FKD PLRO@BP >IPL FK@IRABQEBLCFQP
@LIM>KV OBQ>FKP a b2BQ>FKBA %>OKFKDP ¢
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IP QEB @LIM>KV FK@OB>PBP FQP @>MFQ>I FQ FP QE
QL >@NRFOB JLOB >PPBQP TFQE TEF@E QL FK@OB>
>KA MOLCFQP >A FKCFKFQRJ 4ERP >P QEB ?>I>K@B P
FK@OB>PBP PL QLL ALBP QEB MLQBKQF>| CLO @LOMLC
TB ABCFKB FQ 2LRKA >KA OLRKA PEB DLBP
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)K 2RPFKBPP >KA MBOE>MP FK &FK>K @BJIOMACQF @RI>
QFLK FP IBPP FIMLOQ>KQ QE>K >@QFSB @OB>QFSB Q
MBLMIB CFKA J>QE FKQFJFASQFKD ?RQ FQ ALBP KLQ E
"V >KA I50B &FK>K@B ALBP KLQ OBNRFOB QEB JBJLOFW:!
CLOJRI>P (LTBSBKB JRPB,-:<)6, QEB J>QEBJ>QF@P

4EFP FP >K FIMLOQ>KQ AFPQFK@QFLK )C VLR OBD>OA
JBILOFW>QFLK FQ J>V ?B@LJB >K RKMIB>P>KQ >KA T
> ARKE@RIQ Q>PH )KPQB>A QEFKH LC CLOJRI>P >P F
BUMI>K>QFLKP LC QEB OBI>QFLKPEFMP ?BQTBBK FIML(
@F> @LK@BMQP ?BQTBBK MOF@BP >KA FKQBOBPQ O
MIB )C QEFP FP ALKB QEB OBI>QFLKPEFMP TFIl PBBJ
ILDF@>1 >KA JBILOFW>QFLK PELRIA MOLSB®KKB@BPP
IB>PQ IBPP PL

3LJB MBLMIB @LKPFABO QEBJPBISBP TLOA O>QEBO QE
?2BOMIBOPLKP 4EFKH LC KRJ?BOP >P TLOAP )KABBA QEF
IFKDRFPQF@>IIV JB>KFKDCRI ->QEBJ>QF@>| PVJ?LIP
PELOQE>KA T>V LC P>VFKD PLIBQEFKD QE>Q @>K >IPL
>Q DOB>QBO IBKDQE a FK TLOAP

/ISBO QEB @LROPB LC QEB ®BBBPQRABKQ TFII ?B
BUMLPBA QL KRJBOLRP J>QEBJ>QF@>| CLOJRI>B
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7 67<?7:A)*7=<A7=:,1..1+=4<1-; 16 5)<0-5)<
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6/>B3@ (3 D73E'C3AB7=<A

#E>MQBQ@BSFBT 1RBPQFLKP

)P QEB ">I>K@B 3EBBQ > bCILTc LO > bPQ
JBKQ $L FQP KRJ?BOP DBQCIEDDBO

PJ>1IBA.O KBFQEBQFIESBO QEB @LROPEH
QEB MBO¥:RPBP

7EBK FC BSBIA FC PL ELT AL ">I>K@B 3
KRJ?BOP OBSBOQ QL WBOL

(LT LCQBK >Q JLPQ FP > MR?IF@ @LOMI
OBNRFOBA QL FPPRB CFK>K@F>| PQ>QE

IOB >PPBQP AB?FQ LO @OBAFQ ?>I>K @1

IOBIF>?FIFQFBP >KAABIRERIO @OBAFQ
>K@B >@@LRKQP

7E>Q FP QEB ?>PF@ >@@LRKQFKD BNR:

FPQ >Il QUMF@>| #ROOBKQ !PPBQP >KA
2FIFQFBP

7EBK > #OBAFQ 3>IB FP ?LLHBA TE>Q ">
3EBBQ FQBJEB@QBA

7E>Q FP JB>KQ ?V bh@ROOBKQC
7E>Q >OB >/l QEB BNRFQV PB@QFLK >@
2>KH QEBPB FQBJP FK QBOJP LC TEL DB

>QF@c PQ
LC
FBBQ

| O>QFLK
JBKQP

B >@@LRK

ted

>QFLK
#ROOBKQ

>K@B

@LRKQP
NP M>FA
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CFOPQ 00OBCBOOBA PQL@H AFSFABKAH
AB?Q a @LJILK PQL@H AFSFABKAP

7EBK FQ FP P>FA QE>Q bAFSFABKAP E>9
I>QBA FK >O0B>OP ¢ QL TEF@E @I>PP L(
TB OBCBO a MOBCBOOBA LO @LJJLK %U

40>@B QEB IFKH COLJ .BQ )K@LJB QL QE
3EBBQ

7E>Q >OB QEB Q>U O>JFCF@>QFLKP QL
QFLK OBD>OAFKD FKQBOBPQ >KA AFSFA

AL TEF@E #>MFQ>1 #LIMLKBKQ ALBP QEE
b$BC>RIQc >MMIV

7EF@E #>MFQ>| #LIMLEBKY® 00BCBOOBA
3QL@H #LJILK 3QL@H LO 2BQ>FKBARR>
OFPHFBPQ 7EV

)P ">KHORMQ@V bQEB BKACc

5PFKD QEB QBJMI>QEPEMO®E LK IFKB Cl
OB>| QORB QL IFCB @L"}#K®B 3EBBQ >H
QO>KPCBO QEB KRJ?BOP QL QEB QBJMI3
)J>DFKB >K >FOIFKB LO > BB@>BIBBOE>N
IJ>WLK LO IMMIB 7E>Q JFDEQ QEBFO KR
ILLH IFHB

Cash and Equivalents /Accounts Payable
Inventories Short-term Debt
|Accounts Receivable Total Curren
Liabilities
Other Current Assets ILong-Term Debt
Total Current Assets Total Liabilities
Property, Plant & Equipment Preferred Stock
Other Common Stock
Retained Earnings
Total Long-term Assets Total Owners|
Equity
Total Assets Total Liabilities +
Equity

7EL LTKP > @LIM>R\aBQ>FKBA %>0OKFKD

a FKQBOB

B>@@RJF
C PQL@H J
MI>FK

B ">I>K@B

QEB @LOM
BKAP M>F

8 TLOA

OKFKDP

O >

KA

>QB ?BILT
1P

J?BOP

P
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6/>B3@ *6@33 "3/@<7<5 %CB1=;3A

,B>OKFKD /RQ@LJIBP

]
]

)K QEFP @E>NQHBII

KC?4<Il QEB )K@LJIB 3Q>QBJBKQ >@@

BAISBEGQEB )K@LJB 3Q>QBJBKQ QL MBO
b#LJJLK 3FWBc

I78AG<W®>PE SBOPRP KLK @>PE BUMBK
89<A8RAFQ /MFKFLK KR>K@BP

| RKQP
@BKQ>DB

bBP

#<FGLRO CFK>K@F> PQ>QBJBKQ FKQBAMOBQ>QF

FPPRBP

4?6H?4GBEB S>OFLRP >PPBQ >@@LRKQ @LPQFKLC

JBQELR
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*63 <1=:3)B/B3;3<B

)K@LJIB PQ>QBJIBKQP FK @LKQO>PQ QL QEB ?>I>K@B
bCILTc PQ>QBJBKQP >KA >0B QERP KLQ PQ>QF@ IFHB
PEBBQ QEFKH LC FQ FKPQB>A >P > JLSFKD MF@QROB
>P > MELQLDO>ME 4EB FK@LJB PQ>QBJBKQ TFIl OBCIB@
QFSB A>Q> CLO > MBOFLA BKAFKD LK > @BOQ>FK A>QB .
E>P > PQ>0OQFKD >KA BKAFKD A>QB FQ JBA@LSBO > \
VB>OIR>0QEDBSBK > JLKQE

/SBO QEB @LROPB LC QEB MBOFLA QEB KRJ?BOP TEB
2B OBSBKRBP LO BUMBKPBP TFIl DDRRIER\PLID
BU@BMQFLK QL QEFP FP QEB MOLCFQ CFDROBP FK@IF
FQP B>OKFKDP ?BCLOB FKQBOBPQ >KA Q>UBP %")4
FK@LJB 4EBPB A>Q> J>V DL BFQEBO RM LO ALTK ABMI
LK QEB OBI>QFSB DOLTQE LC QEB OBSBKRBP >KA BUMN
J>HB RM QELPB bKBQc CFDROBP 4E>Q FP FC OBSBKRB
QE>K BUMBKPBP LSBO > MBOFLA QEB KBQ MOLCFQ J>
LSBO QFJBHB KLQB QE>Q BUMBKPBP >0B 20>@HBQBA
OL FKAF@>QB QE>Q QEBV >0B PR?QO>@QFLKP COLJ Ol
OL >OOFSB >Q MOLCFQP

ID>FK >Il LQEBO BKQOFBP >0B QEB OBPRIQ PC QEB >(
PRJJ>OFW>QFLK LC OBSBKRB >KA BUMBKPB ?LLHH
BKQOFBP TEF@E LKIV DOLT FK PFWB LSBO QFJB TF
CBT BU@BMQFLKP O0OLCFQP >0OB JBOBIV QEB @>I@RI:
CBOBK@BP ?BQTBBK OBSBKRBP >KA BUMBKPBP FK QE
FK@LJB PQ>QBJBKQ )C BUMBKPBP DOLT C>PQBO QE>
MOLCFQP J>V AB@OB>PB FK QFJB

)K @LKQO>PQ ?>I>K@B PEBBQ KRJ?BOP TFIl @E>KDB |
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A>FI\>KA J>V BFQEBO FK@OB>PB LO AB@OBPPB !Q QF
BKA QEB b?LLHP >OB @ILPBAC >KA >Il QEB FK@LJB PQ
KRJ?BOP OBSBOQ QL WBOL TB PQ>0Q >l LSBO >D>FK 4
PEBBQ FK @LKQO>PQ KBSBO OBSBOQP QL WBOL (
>IT>VP E>P PLJB >PPBQP >KA IF>?FIFQFBP | SBOV P
FK@LJIB PQ>QBJBKQ TFII ILLH PLIBQEFKD IFHB QEB CLIIL

/01 BEC !A6B@8 *G4G8@8AG 9BE &tB (A7<A:
I

Cash Sales $1,000

Credit Sales 10,000

Total Sales / Revenues 11,000 | 100%

(Cost of Goods Sold) (5,000) 454

Gross Profit 6,000 54.6

(Selling, General, & Administrative Expenses) (1,000) 9.09
(Depreciation & Amortization) (500) 4.6

Earnings before Interest & Taxes (EBIT) 4,500 40.1

(Interest) (500) 4.6

(Taxes) [Tax Rate = 30%] (1,200) 10.9

Net Income 2,800 25.5 100%
(Dividends Paid) (500) 17.9
Addition to retained earnings 2,300 82.1

9LR JRPQ KLQB QE>Q BUMBKPBP
BQBA >P QEBV >0OB OBAR@QFLKP
QL OBSBKRB FK >00FSFKD >Q QEE

K@LIB

4EB HBV @LKKB@QFLK ?BQTBBK
PO>QBJBKQ >KA ?>I>K@B PEERQ®
AL TFQE b>AAFQFLK QL OBQ>FKBA BSWRERDPR:
7EBK QEB ?LLHP >OB b@ILPBA® >Q FRS0B
BKA QEFP >AAFQFLK LO ABAR@Q
CBOOBA OL bOBQ>FKBA B>OKFKDPC FK OEB 25|
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>K@B PEBBQ QEB FK@LJB PQ>QBJBKQ FP b@ILPBA
BSBOVQEFKD FK QEB FK@LJB PQ>QBJBKQ OBSBOQP ?
)C AFSFABKAP >0OB M>FA TEBK QEBOB FP > ILPP QEB
QL M>V QEB AFSFABKAP TFIl E>SB QL @LJB COLJ M>PQ
OBQ>FKBA B>OKFKDP b2BQ>FKBA B>OKFKDPc OBMOBP
JRI>QFLK LC EFPQLOF@>IIV OBQ>FKBA MOLCFQP TEF
M>FA LRQ >P AFSFABKAP ?RQ FKPQB>A TBOB OBQ>FKB;

MLO>QFLK PFK@B QEB @LFEX@BMQFLKe

IP >K >@@LRKQ>KQ LO CFK>K@F>| >K>IVPQ VLR J>V (
OBSBKRBP >P @OBAFQP OFDEQ E>KA >KA BUMBKPBP >
E>KA LC QEB@@LRKQPc QL TEF@E OBCBOBK@B T>P J
QEB MOFLO @#BM®BICC QEB FK@LJB PQ>QBJBKQ >P M>
QEB ?>I>K@B PEBBREQV PB@QFLK TEF@E FP >IPL >
2>>K@B >@@LRKQ 7EBK KRJ?BOP >OB @LJIJM>0OBA QL
CFDROB FK QEFP @>PB BFQEBO bQLQ>| OBSBKRBPc LO
QEB >K>IVPFP J>V ?B OBCBOOBROQE@R H6>IVPFP c
4EFP J>HBP QEB >K>IVPFP COLJ LKB @LIM>KV QL >KLQE
MIBG>QQBOP E>SFKD QL AL TFQE QEB OBI>QFSB J>DKF
QEB A>Q> COLJ LKB @LIJM>KV QL >KLQEBO >0B QEBC
QO>IFWBA 3R@E >K>|VP BGRDBEAWEB *GAG8@8AGF
TEBOB CFDROBP >0B OBMOBPBKQBA FK MBO@BKQ>DB
FK@LJIB PQ>QBJIBKQ >?LSB #LJILK PFWB PQ>QBJBKQP :
SBOV L@@>PFLK>IIV RPBA CLO ">I>K@B 3EBBQP

'BQQFKD ?>@H QL AB?FQP >KA @GBABRR OBBVB>O
>@@LRKQ>KQ AB?FQP QEB FK@LJB PQ>QBJBKQ CLO
BNR>| QL QEB b>AAFQFLK QL OBQ>FKBA B>OKFKDP ¢ 2BJ
QEB )K@LJB 3Q>QBJBKQ FP > @OBAFQ ?>I>K@B PQ>Ql
AB?FQFKD BK>?IBP QEB >@@LRKQ>KQ QL PBQ QEB FI
JBKQ ?>@H QL WBOL 'D>FK QEB ?>I>K@B PEBBQ KBSB
QL WBOL BU@BMQ FK QEB BUQOBJB @>PB LC ?>KHOR
QFLK 3 EB QEBK @OBAFQP QEB P>OB@BKEZBBOBK

FKDP >@@LRKQ CLO QEFP P>JB >JLRKQ 4E>Q FP ELT
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B>OKFKDP DOLT LO AB@OB>PB TEBK QEBOB FP > |
OBQ>FKBA B>OKFKDP >0OB QERP KBD>QFSB LSBO QFJi
QFLKP QL B>OKFKDP PELRIA ?B OBFKSBPQBA ?V > DLLA
JBKQ FK MOLCFQ>?IB >PPBQP CLO @LOMLO>QB DOLTQE

b%")4c J>V >IPL ?B OBCBOOBA QL >P bLMBO>QFKD B>C
IP VLR TFIl PBB TB TFIICE@BKQF>QB ?BQTBBK LMBO>Q
B>OKFKDP FB B>OKFKDP DBKBO>QBR CRREKHE® CFO.
>@QFSFQFBP >KA LQEBO KLK LMBO>QFKD FK@LJB 4EB
LQEBO ?>PF@ QEFKDP QE>Q QEB CFK>K@F>I >K>IVPQ
JFKA OBI>QFSB QL QEB )K@LJB 3Q>QBJBKQ

E 87<G F4?8K QEB FK@LJB PQ>Q
>OB OB@LOABA >P >@@LRKQP O
QEB ?>I>K@B PEBBQ a RKQFI QEB
>OB @LIIB@QBA 4EFP FP QVMF@
>@@LRKQFKD >P LMMLPBA QL @

LK QEB ?LLHP >KA >@@LRKQP OB® '
AB?EQBA 7EBK QEB @RPQLIBO M>VP P>V FK

A>VP QEB >@@LRKQ OB@BFS>?IB FP @OBAFQBA >k
>@@LRKQ FP AB?FQBA

3BIIFKD BUMBKPBP FK@IRAB >/
P>IBPMBCPLReI>OFBP >KA bCOBF
M>FA LK PEFMJBKQP QL @RPQLJBO
QFLK FP bCOBFDEQ FKc M>VJBKQ

FK@IRABA FK #/'3 @LPQ LC DLLAR PLJA
'BKBO>| >KA >AJFKFPQO>QFSB BUMBRPBP E>S
QL AL TFQE @IBOF@>| >KA BUB@R®
P>I>OFBP LRQPFAB MOLCBPPFLK>| PBOSF@BP QBIB

MELKB >KA FKQBOKBQ MLPQFEB BRRERIIBKQ ABMOB@



+44+:.  [-+2

>QFLK8??<A: 8A8E4? 4A7 7T@<A<FGEHAGWMBKPBP >0OB
>|PL HKLTK >P

8CE86<4G<BA&@CHG459B FKSBKQLOV
MOLAR@QFLK TFIl 7B FK@IRABA FK #/'3 "V
bFIMRQ>?IB ¢ FQ FP JB>KQ QE>Q QEB >@
Q>KQ @>K L?GB@QFSBIV >P@OF?B > P\
ALII>O >JLRKQ LC ABMOB@F>QFLK QL > P
CFBA ALII>0O >JLRKQ LC MOLAR@QF
)JIMRQ>?IB JB>KP QE>Q RKFQP MOLAR@B!
?B >PPL@F>QBA >KA JB>PROBA TFQE J>(
JIMRQ>?IB | 350F@>1 @BOQ>FKQV >KA MOB@FPFLK QL
MOLAR@QFLK 4EFP CFDROB TLRIA 7B >AA
#'3 O>QEBO QE>K OBMLOQBA PBM>0>C
ILTBO ALTK LK QEB )K@LJB 3Q>QBJIBKQ

$BMOB@F+
QFLK

&LO BU>JMIB FC >K BNRFMJIBKQ J>KRC>@QROBO T>00:

JFIIFLK ALII>O J>@EFKB >Q @LPQ TFIl MOLAR@B LKB
IFLK RKFQP >KA QEBK KBBA QL ?B P@O>MMBA TB @
P>V QE>Q B>@E RKFQ MOLAR@BA FK@® IRUBOHE KB ALII>(
ABMOB@F>QFLK 4EFP J>V E>MMBK FK QEB @>PB LC A
BNRFMJIBKQ ?RQ KLQ TFQE QEB MI>KQ /QEBOTFPB F
FIMRQ>?IB ABMOB@F>QFLK TFIl ?B OBCIB@QBA PBM:
>1;1*42BILT QEB DOLPP MOLCFQ IFKB

4EFP J>HBP J>QQBOP @LKCRPFKD GBREB@B>ABCK
J>V ?B FK@IRABA b>?LSBc TFQEFK #/'3 >KA LO b?BILTc
QEB DOLPP MOLCFQP IFKB >P bABMOB@F>QFLK BUMBKI
JBOFQ TFIl 7B FK@MRABAEBR/'3 KRJ?BO FCKLQ FQ
PELRIA ?B OBCIB@QBA >P > PBM>0>QB IFKB FQBJ ILTBC
FK@LJB PQ>QBJBKQ
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I+ LORCSE4G<A: 4EA<MRELRIA 7B
SFBTBA >P > HFKA LC AFSFAFKD |
QEB FK@LJB PQ>QBJBKQ %SBOV
QEB IFKB ¢ E>P QL AL TFQERQEB
ORKKFKD LC QEB ?RPFKBPP LO L
BKRBP >KA BUMBKPBP 4ELPB FQBJP QE>Q
>MMB>0 b?BILT QEB IFKBC J>V FK@IRAB
KRIJBOLRP KLK LMBO>QFKD FQB[P
FQBJP J>V FK@IRAB FKQBOBPQ L%Mﬁg@‘%?g@
MOLCFQ LO ILPP COLJ QEB P>IB LG >K.

QEB CFK>K@F>I LRQ@LJB LC IFQF
BPQ LK AB?Q E>P QL AL TFQE > CFK>K@F>|

J>QQBO QEFP FP KLQ > J>QQBO E>SFKD QL AL TFQE QEl
QEB ?RPFKBPP ?RQ FKPQOB>A TFQE QEB AB@FPFLK >F
CFORe-PPBQP >0OB CFK>K@BA FK QEFP @>PB TFQE AB?(
TFQE BNREQWQF@>FQ FP FIMLOQ>KQ QL QEB CFK>k
>K>IVPQ QCBEBKQF>QB ?BQTBBK LMBO>QFKD >KA KLK
FKD TB PE>Il ABMBKA LK QEGBKEE>QFLK LCQBK

4>UBP >0OB ?>PBA LK B>OKFKDP ?BCLOB Q>UBP %"4 TE

KLQ >IT>VP PELTK LK FK@LJB PQ>QBJBKQP >P > PBM>O

FQBJ (BOB %'BB %")4 IBPP FKQBOBPQ BUMBKPB
?RQ ?BCLOB Q>UBP BNR>IP LR @ELRIA >IPL

KLQB QE>Q Q>UBP TBOB @>I@RI>QBA RPAKB > Q>U O

0>QB >0?FQO>0FIV @ELPBK CLO QEFP BU>JMIB F B
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EBIT=

Int.=

EBT=

T (@ 30%) =
NI=

$4,500
(300)
4,000
(1,200)
$2,800
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7</<17/:)B/B3;3<BA
<B3@>@3B/B7=<

&FK>K@F>1 3Q>QBJBKQP >0OB CO>RDEQ TFQE FKQBON
IBJP ARB QL >@@OR>| >@ @LRKQBBEEKIRPEKDAEOLJ
EFPQLOF@>I ?F>P @EIE@BQAC LKB LO >KLQEBO @l
JBQELAKA QEB RPBRQ@FJ>QRR OBPBOSHEC TEF@E
>0B-/1<15)<-)8841+)<1l/6;bDBKBO>1IV >@@BMQBA >@@L
FKD MOFK@MEEBPBBO QEB @LOMLO>QFLK QEB JLOB
@BMQF?IB FQP CFK>K@F>I PQ>QBJBKQP >0B QL JFPIB:
QEB CFK>K@F>1 >K>IVPQ QL AB@FMEBO >KA @LIJMOBEE

1@@LRKQFKD MOBPREJMF@HOBVPERA FK M>O
QF@RI>EB ARE @RIQREBBLK>IVQEEK>K @F>QFLP
TEF@E >@BIMFIBA COLJ QEB >@@LRKBREB A>Q>
CFK>K@F>| >K>IVPFP FP KLQ PQO>FDEQCLQEBOA >P F(
TFPBB FC QEBIBOF@>PBP LC OBRLRKQFKD A>Q> TBOB
QEBJPBISBP KLQ PR?GB@Q QL S>OF>QFLK LSBO QFJB >
QL CFOJAERP EKQBOMOBQ>QFLK

<FGBE<64? 5 JLPQ ?RQ KLQ >l GPPBRLPQ FP
OB@LOABA ?V QEB >@@LRKQ>KQ ?>PBAPIK GKKBLF @B
S>IRBBR@E @LPQP >0OB ABQBOJFKBA >Q > MLFKQ FK
>0B KLQ >AGRPQBAIFMIOAQE>KDHKD MLPPF?IV
FK@OB>RBEKPIBQ BBP 4EBPB >PPBQP QEBK 7B
ABMOB@F>QBA >AAFKD PQFII CRGQEBQ\CHEKFE SV OE
Q>QFLK

&LO BU>JMHEK QEB @>PB LC ILKD QBGJ?RHPEEMD

J>V ?B ?RFID MRO@E>PBAFPQLOK@AC  JFI
IFLK ALII>OP 'KLQEBOQR>IIV FABKQF@>| ?RFIAFKD TE
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J>V 7B ?RFID MRO@E>PBAQEB P>JB @LJIM>KV
PLJBVB>OP I>QBO @LRIA E>SB > @LPQLC JFIIFLK QEB
?RFIAFKD @LPQP JLOB ARB QtKRKCIFSIBHRQ @LKAF
QFLKFEB >@@LRKQ>KQ TFIl KLQ KB@BPP>OFIV PELT QE
LC QEBFDFK>I @LPQP LC B>@E MOLMBOQV >KA QEB
ABMOB@F:RIFERARIEP B>@E MOPEBOQYQENB
>@@LRKQ>KQ TFIl @>00V @SBIRRFEHFRDRP LOFDFK>|
@LPSKA >Q > @LJ?FKBA PRJ FK QEFP @>PB LC J
IFLKIB>SFKD QEB OB>ABO LC QEB A>Q> TFQE > HFKA LC J
LC FKCLOJ>GHE®@LKAEBABMOB@FBQMBKPB TFII 7B
2>PBA LK QEFP LOFDFK>| S>IRB

- >OHBQ S>IRBP LC ?REGEKPR C>BQ@BBA
QEBB@LOABAH @>00VFKD SHRBFEFPQLOF@>I @LPQ
JFKRP >@@RJIRKENMAB@FAGBLK@ @LRKQ>KQ TFII KLQ
>AGRPQ QEB @>00VFRRE@ERIPPBQ RMTRHEBOB?V
J>HIP FQ AF@RIQ QL HKLPRERBKAQEBOBQES
@LIM>KV/®ORB TLOQE

4EFP FP KLQ >K FPPRB TEBOB @ROOBKQ >PPBQP >OF
)Q @BOQ>FKIV ALBP KLQ >MMIV QL @>PE LO >@@LRKQ
QEBPB S>IRBP AL KLQ GHEABOB@BOQ>FK K>OOLTIV
ABCFKBA @FO@RJIPQ>K@BP @>PE BNRESSIBKQP >
HBQ>?IB PB@ROFQFBPc S>IRBP J>V)RBBHMRPQBR
DBKBO>IIV KLQ J>OHBA ALTK FK S>IRB >KA KBSBO J>OHI
RKABO >@@LRKQFKD ORIBP

FG<@4GSHEFRLIFI ?B FIRPQORIBR TFQDEB

RPB LQEBP>JB BU>IMIB LCKD QBOJ >PPBQ >@@LRKQFK
7B TFIl BU>JFKB ©?LQE QEB P >PPBISeDB
S>IRB>KAQEBPPEBPQFJ>QBACB ?LQE LC TEF@E >0OB
BPQFJ>QEZP IB>SBP >JMIB OLLJ CLO bGRADJIBKQc >K
EBK@B>OKFKDP J>KFMRIQEBCK BU>IMIBP J>V >IPL
MBOQ>FK
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)8ESEISFa &0 BU>JMIB J>K>DBJBKQ E>P PLJB IBBT>V
FK PBQQFKD RM ILPP b@GRFEGEBD CLBRKAL
IB@QF?IB >@ @BRENS:2BQQBO HKLTK >P b>IILT>K@B
CLO ALR?QCRI >@@IBRKAPKLQ ABILKPQO>QB QEFP ME
KLJBKLK PRE@B FQ QL P>V QE>Q QEFP FP > KLQ>?IB
TEBOB >@@LRKQFKD bJ>KFMRI>QFLKc FEFIRLK@BO!
OBPBOSBP E>SB ?BBK IFPQBA EBOB >P > @>QBDLOV ?'
OB>ABO J>V >IPL QEFKH LC FQ >P >K BU>JMIB LC >K BPQ

E5<GEAEL HF8 B9 6BFG BE BG:8E @ERE@@LRKQ>KQ
QLDBQEBO TFQE @LJIM>KV J>K>DBIBKE)<IE>P
OBD>0OABKB>KKBO FK TER@B>V @ELLPB QL b@LPQc
@BOQ>FK FQBJP 4EFP TFIl ?B FIIRPQO>QBA ?BILT TFQ
QL FKSBKQLOV > b@ROOBKQ >PPBQc >KA ILKD QB
>@@LRKQFKD FK@IRAFKD MI>KQ >KARBNRPRIJBKQ !
OB@>Il QE>Q bMOEBBCE* @>KKLQ ?B ABMOB@F>QBA

IK BUQBOK>| CFK>K@F>IRRQIWFBILTQEB PROC>@B
FKLOABO QL RKABOPQ>KA QEEP>BRALRRQELEREB
@LOMLO®®FRKDBOP (B JRPQ >IPL E>SB > ABBM RKAB
PQ>KAFKD LC QEB K>QROB LC QEB FKARPQOV FK TEF
MLO>QFLK LMB@QBAMI>@B QL PQ>0Q FP ?V OB>AFKD
>@@LRKO>BQEKLOBP >KA QELOLRDEIV RKEBOPQ>KA
CFOB#!0 OBMLOQFKD MLIF@FBP b'l'l0c OBCBOP QL bDBKE
>[IV >@@BMQBA >@@LRKQFKD MOFK@FMIBP ¢ TEF@E >
TEF@E >@@LRKQ>KQP JRPQ >AEBOB
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*63 C27B

LT QE>Q TB HKLT TE>Q CFK>K@F>| PQ>SBABESE >0OB
PBQ LC MOL?IBJP J>V BKPRB FK OB>AFKIFR)FP>QBJBI
FIMLOQ>KQ QL HKLT TBIl TE>Q QEB P @@k RIBDGKES

QL QEELAR@QFLK PQ>QESBKQPBGPFCFBA OR?IF@
I@@LRKQ>K@P P BUSJFKBFB b>RARJES ?LLHP
IBADBOP >KA OB@L@APMLOFPFLRABO QL >P@BOQ>F
QEB A>Q> BKQOFBPe SBIB@RQW@NAOBM>CIB

5):A CFK>K@F>I PQ>QBJBKQPEPREBE>EB PBBK
LRO>I>K@B 3EBBQK@LJIB 3Q>QBJISH@®RPPHERP
PQ>QBJBKQPK@B >D>EB5):1-: LC JVOF3AA LCQBK
@LIMIBQO>KP>@QFLKP QE>Q L@@ROOBA TFQE
@IMLEQKILSBO QEB @LROPB LC QEB PQSDBAQEBOFLA
)K@LJIB 3Q>QBJBESP L& A>QB KLOBK QEB @>PB LC
QEB ">I>K@B 3EBBQ

4EB >RAFQLOP TFIl MOBPBKQ LKB LC CLRO MLPPF?IB b
>?LRQ QEB PQ>QBJBKQP 4EB >K>IVPQ PELRIA BU>JFKB
FLK CLO FKCLOJ>QFLK @LK@BOKFKD QEB >@@RO>@\
EBKPFSBKBPP LC QEB PQ>QRVBRQReA>QB>AFKD QEB
PQ>QBJBKQP QEBJPBISBP

,ADH47<9<87 &C<A<ERP FP QEB FAB>I LMFKFLK
>KA FP @LKPFABOBA > b@LJMIBQB >RAFQ c 4EB
OBPRIQP >0B P>QRKZ-@EBLPY>QBIBKQP >0B
bC>FOIV MOBPBKQBAc FK QEB I>KDR>DB LC QEB
>@@LRKQ>KQ

,ADH47<9<87 &C<A<BA J<G; KC?4A4GBEL '4E4

'EAC; 4EFP J>V ?B > @LIMIBQB >RAFQ ?RQ QEB
>RAFQLO ?BIFBSBP QE>Q >AAFQFLK>| FKCLOJ>C
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OBNRFOBA

(H4?<9<87 &C<A<BADBKBO>I QEB PQ>QBJBKQP
>OB C>FOIV MOBPBKQBA TFQE >K FIMLOQ>KQ B
QE>Q ALBP KIE@Q QEB PQ>QBJBKQP >P > TELIB
4EFP DBKBO>IIV L@@ROP TEBK QEBOB FP >K RK
CFBA ABSF>QFLK COLJ b'BKBO>IIV |@ @BMQBA
|@@LRKQFKD 00FK@FMIBP 4HFP' IMFKFLK

C>IIP PELOQ LC b!ASBOPB ¢

7I8EF8 &C<A<BAEB >RAFQLO ALBP KLQ CBBI
QE>Q QEB PQ>QBJBKQP Q>HBK >P > TELIB C>FO
PBKQ QEB @LOMLOBRFKEF>I MLPFQFLK FK @LK
CLOJFQV TFQE 10 >@ @LRKQFKD
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& 3@>3BC/: BB<B=@®E1=C<B7<5

4EBOB >0B QTL PR@E @LRERRKDFEBOELABLO
FKSBKQR®YIBOMBQR>Ic >KA bMBORBAMEQR>I FKSBK

QLOV @LRKQFKD PRPRBUNFBA TEBOB QEB FKSBKQLO\
RKFQP SBB FK KRJ?BRA EFDE FK RKFID@IERP M>VP
CLO QEB EFDJI¢-DBJIBKQ QL PMBKA PLJB BUQO> OBPLR
FK HKLTFKD BU>@QIV ELT J>K\CVO@BSRAAB E>P FK

QEB PELTOLLJ ! LKB RKEB@BK@B FP PR?BIQXBQF>|
QEFP PVPQBJ QEXCHA>Q >l QFARFEB ALII>O S>IRB

LC FQP FKSBKERIB/>OB @BBQEHRRKABO TEF@E

> MBOMBQR>I PVPQBJ >@@LRKQP CLOEKEYRAFKSBK(
FKDFC86<9<6 <78AG<9¢AEBERBL@E MEVPF@>I
FKSBKQLOV RKFQ FP >PPL@F>QBA TFQE FQP LTK PMB@

)K @LKQO>RIBOFLAF@ FKSBKQLOV BUBQEIIB
TEBORKFQP >0OB KRJBOLRP >KA OBI>QSEBNB@EB>M
JBKQ FP KLQ DLFKD QL ?B >?IB QL GRPQRIDQEB BU
OBNRFOBA QL HKLT TEBQEBO QEBESBRIRBBIBKP
FKPQL@H JLOB LOGBPRI AL FKPQE-A 751+ MOL?
>?2IV>KKR>INMEVPF@>| >RAFQ ECATEKQREBOB FK QEB
T>OBELRFEBK > MEVPF@>| >RAFQ FP ALKB QEB @LRKC(
ALKB FK RKFQP O>QEBO QE>K FK ALII>OP 4ERP QEB >F
RKFQP QL ALII>OP FP PR?GB@Q QL JBQELALILDF@>| @E

7 EBK > @LIJM>KV RPBP > MBOFLAF@ PVBSIBIDBEBOB >0
JBK@@ELF@BP RBBBQFJ>@RALRKQFKD ORIBP ?V TEF@
QEB >@@LRKQ>KQ J>V OB@LOA QEB BKAFKD FKSBKQ
>KA EBK@B @LPQ LC DICHPRAEK ALII>GFBTFI|

FIIRPQO>QB >Il QEFB MBK. QEB @LJMIBQFLK LC TEF@F
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>SK>IVPFP SIEBVADOBIBS>KQ FKQBBERRIEPFSELRIA
?B@LJB @IB>0

4EB ABBOBK@BP FK QEB MEBHENEIBA QEB OBI>QBA
J>K>DBJBKQ PQO>SBIFRPQBA QL QEB @ELF@B LC (
JBQELA >B®IBQBKQF>IIV J>OHBAURBERE OB>A LK
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& 3@7=271IB<B=@G </:GA7TA <27<5
<B<B=@G /<2 =AB =4 ==2A)=:2

,BQB >PPRJB > @LIVPKN&HP OBCIB@Q QEB CLILTFK
>@@LRKQFKD A>Q>

Notes
Inventory (beginning) $20,000,000 Carried over from the last period
Purchases 80,000,000 Represented by Invoices
Goods Available for Sale ~ $100,000,000
Inventory (ending) (810,000,000) Subject to Costing Method
Cost of Goods Sold $90,000,000

7 B HKLT QEB ?BDFKKFKD FKSBKQLOV ALII>O CFDROB
FQ FP @>00FBA LSBO COLJ QEB BIKFKID MBRE-bRe
KLQBA LK QEB ">I>K@B4EEBBRO@E>PFKD J>K>DBO TFI|
E>SB IL>AP LC FKSLF@BP ?FIIP CLO >Il QEB MRO@E>PE
QEB MBOFLA PL QE>Q CFDROB FP >IPL HKLTK 'AAFKD ?
FKSBKQLOV >KA MRO@E>PBB DBRQEUEBQLQ>! >JLRKQ
LC DLLAP QEBQ@B>S>FI>?IB CLO P>IB AROFKD QEB MBOFL
TB PR?Q0O>@Q QEB BKAFKD FKSBKQLOV COLJ QEB DLL/
KRJ?BOTB DBQ QEB b@LPQ LC DCLPEF@EATFI ?B
KLQBAK QEB )K@LJIB 3Q>QBJIBKQ

(LT AL TB HKLT TE>Q QEB ALII>O S>IRB LC QEB BKAF
FKSBKQLOV FP FC TB >0B KLQ RPFKD > PMB@FCF@ F.
QVMB FKSBKQLOV >@@LRKQRKEK FYEREKSBKQLOV
J>K>DBO @LKAR@QP > IKQBUFLAF@ MEVPF@>| >RA
PEB@LRKQP FKSBKQLOV RKFQP >KA KLQ ALII>OP (LT A
>@@LRKQ>KQ QO>KPI>QB RKFIL® FIIRAXDISIEE BKA
FKD FKSBKQLOV



4:85%):/54 5 [4'4)[2  4'2?9/9

%BG8#'3 FK@IRAB O>T J>QBOF>IP COBEIEQTRK@FQV
>KA J>V >IPL FK@IRAB bFIMRQ>?IBc [>?LO >KA ABMOB@}

7 67<4773)<<0- +76<)16=<)< ?0)< 1; 16;1,-
a &JLRP (B?OBT P>VFKD
761 <2=,/-)*7T73 *A 1<; +7>-:
a !KLQEBO C>JLRP P>VFKD
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+<7BAB=$C;03@A % /<2" %

)C JLPQ ?RPFKBPPBP bALc FKSIBKI3)OMO>QEBO
QE>&-:8-<=)44ACLO MO>@QF @> ORRFAQ®IRYBO

>IIV MEVPF@>IIV @LRKQFKD BKAFKRKFEEEREOLOV
JLKQENELT ALBP QEB >@@LRKQ>KQ QO>KPI>QB QEB BK
FKSBKQRB¥@LRKQBA FKQL ALII>OP P TB PE>II PBB
?BILT J>K>DBJBKQ >KA FQP >@@LRKQ>KQP E>SB >JMIB
@OBQBBR>0AEH F@BKSBKQE@PQFKD JBQELA

)K QEB CLIILTFKD FIIRPQIG>QEBQTL JLPQ MLMRI>O @LP(
FKD JBQELGEB @LIM>KV E>P PQ>00BA QEB VB>0O TFQE
LKBRKFQ LC FKSBKQLOV @>00FBA >Q +RTAQ LC 9
KLQB QE>Q QEB @LPQP DL RM FK QFJB OBCIB@QFKD >
BKSFOLKJBKQ )Q FP >IPL >PPRJBA QE>Q LKIV LKB FABK(
FKSBKQLOV FQBJ FP ?BFKD @LRKQBA

Inventory (beginning) | January 1 unit @ $100
Purchases | March 1 unit @ $150
June 1 unit @ $200
September 1 unit @ $250
December 1 unit @ $300
| Total Goods Available for Sale 5 units / $1,000 (total cost)
Actual Sales 4 units

?G8EA4G8 *B?HG<BAF GB G:8 A7<A:!AISBSBD 'E

)K QEB @E>0Q YBRTFII CFKA >IQBOK>QB PLIRQFLKP Ql
%KAFKD )KSBKQLOV 00L?IBJ TEBK QEB >@@LRKQ>KQ
BFQEBO LC QTL MLMRI>O @LPQFKD JBQELAP &)& &FOP
JRQ >KA )& ,>PQ)K &FOPQ/RQ ! ABQ>FIBA PQBM ?V P(
BUMI>K>QFLK LC QEB @E>0Q FP CLRKA LK QEB KBUQ M
CIFMMFKD QL QEB KBUQ M>DB PBB FC VLR >OB >?IB C
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QEB Q>?IB LK VLRO LTK )JJBAF>QBIV CLILTFKD QEB Q>
> AFP@RPPFLK LCOBBBKIFOBPRIQP LC QEB QTL JBQE!
9LR TFIl KLQB QE>Q QEB @ELF@B LC JBQECB@SIFBOF>|
QEB #LPQ LC 'LLAP 3LIA >KA %KAFKD )KSBKQLOV S>IRBF
QEBOBCLOB >Il QEB LQEBO S>IRBP FK QEB Q>?IB >P TBII

FIFO LIFO
First-in, | Last-in, Notes
first-out | first-out

Sales $2,000 $2,000 | Unaffected by Costing Method
Cost of Goods Sold (700) (900) | For FIFO, count chronologically.

FOR LIFO, count in reverse chronology.

Gross Profit 1,300 1,100

Tax (@40%) 520 440 | This affects “Cash Flow”
Inventory (ending) 300 100 | FIFO: Last-in remains
LIFO: First-in remains

#IB>OI\> CFOJ TFIl >ALMQ ,)& FC FQ TFPEBP QL OBAI
FKCI>QBAFKACEIMOLCRBPEBK@B-UBRK >K FKCI>
QFLK>0OV BKSFOLKJBKQ )& TFII @LKPBNRBKQIV OF
FKSBKQLOV >PPBQP LK QEB ?>I>K@B PEBBQ >KA J>HE
O>QFERA EBK@B IL>K MOLRMBRFQBPP >QQ0>@QFSB QL
?>KHPEL TFPE QL PBB JLOB >PPBQP >D>FKPQ TEF@E
J>V ?B J>AB >KA MLPPPE@RGBK>DBJIBKQ >KA FQP
>@@LRKQ>KQP E>SB QL TBEPBQQEBDL@LKPFABO>
QFLKPLKB LO QEB LQEBQBRRELA

4>HB KLQB QE>Q FKSBKQLOV FP M>0Q LC @ROOBK!
bTLOHFKD @>MRO>It# #ROOBKQ !PPBQP IBPP #ROOBKQ
F>?FIFQFBP
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< B<B=@G =AB7<5 /:1C:/B7=<A
=A3@ ==9 /B B63 %) /<2 <27<5
<(B<B=@G =;>CB/B7=<A

&FOPQ FQ JRPQ ?B OB@LDKFWBA QE>Q QEB P>IBP >JL
MBKABKQ LC >KV @LPQFKD JBQELA &LO BSBOV P>IB Q
FKSLF@B >KA QEB ALII>O >JLRKQ FP KLQ >Q >Il PR?GB
@ELF@B LC >@@LRKQFKD FKSBKQLOV @LPQFKD JBQE

5KABO &)& QEB GHOPRC®PRJIBA QLOEB CRORD
3L QEB @LPQ LC DLLAP PLIACEIRD® QEB PRJ LC
QEB CFOPQ CLRO PFK@B CLRO RKFQP TBOB PLIA @LP(
4EB FK@LJB PQ>QBJBKQ TFIl PELT >
#'3  KRJ?BOP > ABAR@QFLK COLJ P>IBP QL >OO0F
QEB DOLPP MOLCFQ&C 4EFPIBCQ FK
QEB BKAFKD FKSBKQLOV LK QEB ?>I>K@B PEBBQ .LQF@
LO QEB BKQFOB FKSBKQLOV @LPQ

5KABO ,)& TB JRPQ Q>HB QEB ISPQRBLINBO QL
@LIMRQB QEB PRJ LC QEB RKFQP PLIA >KA QL >OOF
#/'3 KRJ?BO 4EBOBCLOB TB >ABSBAPBOLKLILDF@>I
LOABO 4EB BKAFKD FKSBK
QLOV TFIl ?B QEB CFOPQ RKFQ >@NRFUB/AKa)EERFKD
QTL KRJ?BOP >AA RM QL QEB PRJ LC QEB FKSBKQLOV @
'OLPP MOLCFQP TFII ?B ILTBO  a

4 >UBP >0B ?>PBA LK MOLCFQP )K >K FKCI>QI

BKSFOLKJBKQ Q>UBP M>V>?IB TFIl QEBOBCLOB ?B ILTB!(

IPPRJFKD FKSBKQLOWERBPEPLCQBK E>MMBKP TEBK QE|
FP FKCI>@HRKTFII >IT>VP MOLAR@B > EFDEBO DOLPP MO
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7EBK @LOMLO>QFLKP BUMB@Q EFDE FKCI>QFLK >P L@
P >KA FK QEB B>OIV P J>KV TFIl PTFQ@E QL ,)&/
FK LOABO QL OBAR@B Q>UBP #LJM>KFBP M>V EFDEBO (

MOLCFQP >OB SFEDEBEQ ?B QEB @>PB RPFRBR)&/

FKD >l BIPB BNRPTFQ@E QL ,)& QEB CFOJ JRPQ @LJ
MIBQR3 &LOJ  4EB @LOMLO>QFLK @>KKLQ DL ?>@H
CLOQE COLJ LKB JBQELA QL QEB LQEBO >P QHEB TFKA Il
TFIl CFKA QEB CLOJ LK QEB )KQBOKBQ

4EB @LIM>KV TFIl MOBCBO ,)& QL OBAR@B Q>UBP )Q T
CBO &)& QL OBMLOQ EFDEBO FKSBKQLOV IBSBIP >KA (
bJLOBc >PPBQP QL IBKABOP >KA PERBEER@ER.CT

QEB QTL FP MOBCBO>?IB FK QEB BKA )Q FP MBOJFPPF
@LIM>KV QL J>FKQ>FK QTL PBQP LC ?LLHP LKB CLO CFI
QL QEB )KQBOK>| 2BSBKRB 3BOSF@B QEB )23 >KA QEB
bOBMLOQFKD ¢ -LOBRSBEK RPB S>OVFKD JBQELAP CLO
CBOBKQ FKSBKQLOV FQBJP a &)& CLO QEFP >KA ,)&/ Cl
(LT AL VLR IFHB QE>Q

JK@B >D>FK > @LIJM>KV J>V RPB LKB FKSBKQLOV @l
JBQELA CLO LKB FKSBKQLOV FQBBORKQ JFQELA CLO
>KLQEBO FQBJ )K QEB BKA QEB S>OFLRP FQBJP TFIl ?E
QLDBQEBO LK LKB FKSBKQLOV IFKB LK QEBKA&I>K@B 3
OBCIB@QBA >P PR@E REBOB JFDEQ ?B > CLLQKLQB
FKAF@>QFKD QE>Q FKSBKQLOV T>P S>IRBA RPFKD ?LQ
)& >KA MBOE>MP PQFII >KLQEBO JBQELA ?RQ CROQER
J>V 7B >?PBKOIM >?LRQ @LKCRPFKD
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< [B<B=@G 11=C<B7<5 AAC3A " %

/C @LROPB QEB MOBSFLRP BU>JMIB T>P bIL>ABAc FK Q
@E>PB @LPQP OLPB AQ:SBQRIFIRVOB>IFRIOF@BP
QBKA LCQBK QL OFPB TFQE FKCI>QFLK PL QEB AFOB
OBPRRIP>@QR>IFQV KIL@BXCB@QBAK C>@QPQP
AB@IFKBA LSBO QEB @LKPFABOBA MBOFLAP QEB AFO
OBPRIQP TLRIBPEAQEBSBOPBA >KA VLRO @ELF@B
JBQELA FC VLR >KQF@FM>QBA QEFP >IQBOK>QB LRQ
2B ABBOBKQ >@ @LBUHKBOB PLIB OBIBS>KQ RM@LJIFKE
NRBPQFLKP

7E>Q FP JB>KQ ?V b,)&/ ">PBc

7E>Q FP QEBEH®Q LC @LPQFKD RKFQP PLIA COL.
?2>PB

4EBOB FP > QB@EKF@>1 MOL?IBJ FK @LKKB@QF
FKQBOFJ OBMLOQFKD RERKBO)&)&ILL

5PFKD QEB CLOBDLFKD BU>JMIB FJ>DFKBR}ARTQEB CFi
FKFQBIV FKQL QEB0BRBRABY MRO@E>PBA CLRO RKFQ
PLIA CLRO RKFQP )J>DFKB >IPL QE>Q QEBOB @LKQF¥
PLJB FKCI>QFLK

| CFOJ @>KKJ#3=:)<-4AMOLSFAB FQP
)& FKSBKQLOV CFDROB RKQFI FQ @ILPB
?LLHPLK QEB MBOFLA -LOB PMB@FCF@>
QEB CFOJ @XKKIRDB QEB #LPQ LC 'LLAP
3LIA >KA QEBOBCL@B FREBKQLOV
RKQFI FQ E>P NRFQBJHAEBQEBVI>PQ
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FKSBKQLOV MRO@E>PB >KA QERP_HK
@LPQ®RKFQP >@NRFOBA

QFJB FKSBKQLOV @LPQP >KA PIBPA
TLRIA ?B NRFQB EFDE P>V  MBO RKFQ a
QEBLOBQFZDHAIV QE>Q LKB SBOV bLIAc RKFQ TEF@E FP
@>00FBAEFOQLOF@>I >K@FBKQ @LPQ TLRIA OBCIBC
ILT b@LPQ ?>PFPc LC P>V  OBMOBPBKQFKP QEB FKS
#'& 4F8 3BB QEB BU>JMIB LK QEB KBUQ M>DB )C J>!
VB>OP I>QEB CFOJ PRAABKIV QEBK PLIA CFSB RKFQP F
AFD FKQL LO b@LPQ LRQc FQP ,)& ?>PB >KA OBCIB@Q >
MOLCFQ CLO QE>Q FQBJ 4EFP KLT EFDE MOLCFQ LK QE:
7B @LKQO>0V QL @ERQFE¥IOFLK CLO >ALMQFKD ,)&/ Fk
QEB CFOPQ WEF@E GP JFKFJFWB MOLCFQP >KA @LKF
NRBRFQB>U IF>?FIFQFBP

"V BU>JMIB |BQR>V QEB CFOJ FP LK > @>IBKA>O VB>O (
@QV@IB )Q @>KKLQ IEHE MKQBOFJ AR+\®BJ

?BOTE>Q QEB $B@BUBBOKACKSBKQLOV PE>II 7B )K LRO
B>OIFBO @>PB QEB CLROQE RKFQ MEFI@R»PBA FF
>KACFOREDBA QL #/'3 4EB QEFOA >@NRFOBA FP QEB F
LKA QDL BQ@ B @LRKQ ?>@HT>0AP PQ>0QFKD TFQE C
LKB FK B @>KKLQ HKLT TE>Q QEBR-@QAXB® a RKQFI
QEB I>PQ LK 40ORB QEFP MOL?IBJ MBOQ>FKP QL &)&/
FP IBPP TLOORRIB/ QF @*K\FIIRPQO>QFLK LC QEFP MOLS
IBJ CLIILTP LK QEB KBUQ M>DB

9LR PELRIA ?B >T>OB{QEIQC 'LLAP 30BMOBPBKQP QEB
@LPQ LC FKSBKER@K M>PPBP QEOLRDE QEB FK@LJB PQ>QE
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JBKQ TEBK P>IBP >OB OB@LDKFWBA >KA FK@IRA
>IP bFJMRQ>?IBc [>?LO >KA ABMOB@F>QFLK COB
PF?IV JLOB b)JMRQ>?IBc OBCBOP QL JB>PRO>?IB
a TFQE @BOQ>FKQV a ?B OBI>QBA QL MOLAR@QF
QEB LQEBOTFPB BUMIF@FQ FKSBKQLOV @LPQP

3RMMLPB VLR E>SB > TFADBQ J>HFKD J>@EFKB TEF@E

>KA QEB J>KRC>@QROBO T>00>KQP QE>Q FQ E>
IFCB LC MOLAR@FKD LKB JFIIFLK RKFQP >CQBO TEF@F
P@O>MMBA 5KABO QEFP @FO@RJIPQ>K@B QEB @LPQ
FIMRQB LC ABMOB@F>QFLK QL B>@E RKFEBOT FRBBK
ABMOB@F>QFLK TLRIA ?B PELTKPBMEIBOBTK LK QER
FK@LJB PQ>QBJBKQ >P FIIRPQO>QBA FK QEB P>JMIB F
B>OIFBO

BP O>T J>(
FDEQ FK >
@LPQP QE
LK FK >AA

F @LPQP

P >K BUMBG@
FQ JRPQ ?I
>@@LRKQ:

QLOV

B

K@LJIB PQ>(
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" % /A3 :CAB@ /B7=<

89: #.OM @LPQP FQP FKSBKQLOV LK > )& ?>PFP ARB (
@LPQ >KA MOF@B FKCI>QFLK FQP MOLAR@Q @LKQFKR

)K QEB CFOPQ VB>0 FIIRPG@>IQBA bB®e QEB @LJ
M>KV MRO@E>PBA RKFQP )Q PLIA RKFQP IB>SFKD C
RKFQ QL ?B @>0O0FBA CLOT>QA 6P-&FBA QL

QEB KBUQ WBg@ 3BB QEB Q>?IB ?BILT

%>@E VB>0 DLFKD CLOT>0A FQ @LKQFKRBP QL MROG
>KA PBIl RKFQP 4EBOBCLOB QEB ,)& ">PB FKFQF>IIV G
>Q @>OO0FBP LSBO RKQFI b g c 4EB OBSBKRB QEB @L
OB@BFSBP BNR>IP QEB >SBO>DB LC QEB [>PQ MOF@B
>KA MOFLO VB>OP 4EB I>PQ MOF@B FB QEB MOF@B
I>PQ RKFQ T>P PLIA FKb 8c T>P $RB QL QEB EFDE ,)&/
@LPQFKD JBQELA QEB DOLPP MOLOBEBAERABRKLT
FIJFWFKD Q>UBP (>A FQ ALKB FQP FKSBKQLOV LK > &)
FQP DOLPP MOLCFQP TLRIA E>SB ?BBK BIEREDRIK EFDEE
CFDROB QEFP LRQ

)K QEB VB> QEB @LJM>KV PBIIP >l RKFQP QE>Q TBC
>S>FI>?IB CLO P>IB 4EB I>PQ RKFQ PLIA T>P >Q > MOFE
>KA FQP @LPQ ?>PBA LK ,)& T>P LKIV  4EB @LJM>K\
TLRIA QEBOBCLOB ?LLH > EFDE bTFKAC>lIc MOLCFQ LK ¢
@LKQO>0V QL QEB FKQBKQ LC ,)& TEF@E FP QL HBBA
MOLCFQP ILT
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20x1 20x2 20x3 20x4 20x5
Average Price S6 $10 $14 $18 S22

Newest Layer Cost S5 S9 $13 $17 $21

Fourth Oldest Cost sS4 s8 312 $16 $20

Third Oldest Cost $3 s7 311 $15 $19

Second Oldest Cost S2 S6 $10 $14 S18

Oldest Layer Cost S1 S1 $1 S1 $1

4EB MROMLPB LC RPRI&E6<7:A ++7=6<16/ FP QL
OBAR@B DOLPP MOLCFQP >K/BEESB ©BBREZ>Q PBI
FKD MOLAR@Q COLJ):;QEB TFIl KBD>QB QEFP L?GB@QFS
4L >SLFA QEFP MOL?IBJ J>K>DBJBKQ PELRIA LOABO > Q
FK g PL QE>Q QEB ,)& ">PB FP KLQ @LPQBA LRQ )K Al
PL J>K>DBJBKQ FP bJ>KFMRI>QFEB@QHECEMP FKSBK
QLOV @LPQFKD JBQELA

2BJBJ?BOQEFP FP >@@LRKQFKD CF@QFLK FK QEB PB}
@LPQP >0B RKOBI>QBA QL QEB >@QR>| >DB LC QEB R
JBO@E>KAFPBO TLRIA E>SB ILKD >DL JLSBA LRQ >KV MC
QE>Q FP PR?GB@Q QL MEVPF@>| >DFKD
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11=C<B7<5 4=@ %<5 B3@: AA3BA
)B@56B "7<3 3>@317/B7=<@
(3>=@B7<5 &C@>=A3A %<:G

4EB  CLILTFKDM>DBP OBMOBREKUBBMOB@F>
QFLE@LPRDBQELA >IQBOKXQESER>KQ FB ?RFIAFKDP
LO BNRFMJBKEF@E >OB >@@BMQ>?IB CLO OBMLOQF
MLPBEKIV 2BJBJ?BO QE>Q bMOLMBBQV-KA FP
KL@BMOB@F4EE2B FP >K BKQFCEDBKO®PBQ LC JBQE
LAP OBNRFOBA CLO Q>U STBE@EKERE>I KLQ @LSBO
EBOBTF@EB CLIILTFKD JBQELAP >0OB RK>@@BMQ>?IB CL
>@@LRKQFKD

4EB CFOPQ JBEERE>II LRQIFR®B>11B#PQO>FDEQ IFKB ¢
5KABO QEFP JBQELA TB BUMBKPB LK QEB FK@LJB PQ:
QEB P>JB >JLRKQ LC ABMUB@HQHREO CLO
FKPQ>K@HB >PPB{XFhH<-, QL E>SB > CFSB VB>0O IFCB >P
FK QEFP BU>JMIB TB PE>Il ABMOB@F>QB LO LCQEB
VB3 4EFP O>QFL TFIl ?B >MMIFBA >D>FKPQ FB JRIQ
?V QEB EBOBK@B ?BQTBBK QEBEEPMBIFEPRQ

>KA FBPQFJ>@BAS>DB S>IRB .LQB QEB HBMBIPIPA
J>QBATEF@E FP RPBA EEEB’BE@DLKA QHHEBOBFK

TB PE>Il OBCBO QL QEPBKREEEB QTL KRJZBOQIEB
bABMOB@F>?IB >JLRKQ c > MEOIBB RPBFE&EOB
?RQEF@@E-R PE>II KLQ CRKRI>OIV RBIBBTEBOB

,BQR >PPRJB QEB CLIILTFKD
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Historical Cost: $1,500,00
Estimated Salvage Value: 500,000
Estimated Life 5 years

IP VLR OB>A QEFP >KA QEB KBUQ QTL BU>JMIBP OBJBJ?!
b3>IS>DB>6RBc ALBP KLQ >MMIV QL ?RFIAFKDP ?RQ LKI
BNRFMJIBKQ !IPL OBJBJ?BO QE>QRVEDLIMBO@AKKLQ

2B ABMOB@F>QBA

)K bVB>0 WBOL ¢ TEF@E JB>KP bKLTc PBB Q>?IB ?BILT
>PPBQ PE>Il ?B @>00FBA LK QEB ?>I>K@B PEBBQ >Q |
EFPQLOF@>l @LPQ LC %>@E PR?PBNBBKQ VB>
PE>Il ABMOB@F>QB LO LC CHEBBK@&SB ?BQTBBK
QEB @LPQ >KA QEB P>IS>DB S>[EBOEMEBB ABEKD

a 4ERP QEB ABMOB@F>
QFLK BUMBKPB FP f B>@E VB>0
IP QEB >PPBRK@® ABMOB@F>QBA LK QEB ?>I>K@B PEE
>KA QEB ABMOB@F>QFLK FP BUMBKPBA LK QEB FK@LJE
QEB @>0O0VFKD ?>I>K@B LC QEB >PPBQ FP OBAR@BA ?'
B>@E VERKQF| a >CQBO CFSB VB>OP FK QEFP @>PB a Qf
FKD LO BNRFMJBKQ FP PBRURED ®BMS>DB S>IRB
3ELRIA QEBPE® PLIA CLO JLOB LO IBPP QE>K FQP P>IS>L
S>IRB QEB >@@LRKQ>KQ TFIl OB@LQAHKbRKRPR>IC
OB@ROQFBDCFQRP @ @LOAFKDIV

Year Depreciation Expense Ending Balance
(Income Statement) (Balance Sheet)
1,500,000
200,000 1,300,000
200,000 1,100,000
200,000 900,000
200,000 700,000
200,000 500,000

ulh|lw|Nn|=|o
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11=C<B7<5 <B@73A 4=@
3>@317/B7=<

4EB CLIILTFKD OBMOBPBKIPLQEBFKIBRQ®GFBP CLO
PQO>FDEQ IFKB ABMOB@F>QFLK FK QEB PB@LKA VB>0O
M>DB?V T>V LC BU>JMIB

) K@LJB 3Q>QBJBKD%NKQOV

$BMOB@F>QFLK %A®IBKPB

">[>K@B 3EBBH %KQORBRA LC PB@LBFD

Depreciation (cr) $200 (year 1)
Depreciation (cr) $200 (year 2)
Accumulated Depreciation ~ $400

.LQB >?LSB QE>Q QEB AB?FQP >OB FKABKQBA QL QEB I
@OBAFQP >OB JLOB QLATSESFDEQPELRIA 7B

">I>K@B 3EBBQ IMMB>0>K@B

4EB ?>1>K@B PEEBQEB BKA LC QEB PBA@EHAAIBSO
Q>FK QEB CLIILTFKD FQBJP

Gross Plant/Equipment $1,500
Accumulated Depreciation  ($400)
Net Plant/ Equipment $1,100

9LR TFIl OB@>Il QE>Q BNRFQFBP >OB @OBARR ?>I>K@B
KLQBA B>OVEBRQPELRIA QEFKH LC QEB FK@LJB PQ>QBJB
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M>0Q LC QEB BNRFQV PB@QFLK LC QEB ?>I>K@B PEBE
> PQOBQ@E >P OBQ>FKBA B>OKFKDP >0B ABOFSBA CO
PQ>QBJBKQ F B QEB®RAFQFLK QL OBQ>FKRABBOKFKDP
QO>KPCBOOBA QL QEB ?:d>KQaBPEBR) QEB QFJB
QEXQEB ?LLHP >OBBBIEBOBCLOBFKH LC OBSBRRBP
@OBABRR BUMBKPBP >P AB?FQP

?1;-5)6l ; 9=-;<176; +76<)16 0)4. <0- )6;?-:
3LILILK F?K>?FOLI
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113:3@ /B32
3>@317/B7=H3B6=2A
)C; =4 B63 . 3/@A 757BA@ @3>=@B7<5
>C@>=A3A =<G

4EBOB >0OB QTL JLOB JBQELAP TEF@E TB PE>Il BU>JI
?LQE LC TEF@E J>V ?B OBCBOOBA QL rABMDB8IBO>QE
>QFLK JBQELAP ?B@>RPB FK QEB B>0IV VB>0OP QEBOB T
ABMOB@F>QFLK BUMBKPB @&KBOREB I>

9LRell OBJBJ?BO QE>Q QEB O>QFL TB RPEBUSK QEB DFS

MIB CLOCBGDERKB T>P  5KABO b3RJ LC QEB VB>OPe

AFDFQB78$ TB >MMIV > KBT O>QFL >D>FKPQ QF
ABMOB@F>?IB >JLRKQ

)K QEBBKLIFK>Q@IM™ Q(ES$ O>QFIB @>@ROEB
PRJ LC QEB WBAEDFQP TEF@REEPSB VEBD-J
MIB-P

)K QEBRIJBO>QLTB RPB QEB OBSBOPB LOABO LC
VB>0PQ>0QFKDCHSBRAQEBK EXD?>@HT>BNAE
VB>GBL FK VB>O LKB TB BUMBKPB  LC

>KA OBAR@B QEB ?>I>K@B >@ @LOBERMB@
LKA VB>0 QEB O>QFLFP  )K QEB QEFOA VB>0 QEB O>
LO>P FQ E>SMNEE®P>JB  QE>Q TB RPBA PRQEEDEQ
IFKBBQELA VLRell KLOB QE>Q QEB ABMOB@F>QFLK BUN
QERPEFUR>O TFIl ?B IBPP QE>K RKABO PUDSHEFEQ IFKB
O>0B VLR TFIl KLOB QE>Q >CQBO CFSB VB>OP TB TFII E
@F>QBALO LC QEB ABMOB@F>?IB >JLRKQ
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Year Depreciation Expense Ending Balance
0 1,500,000
1 333,333 1,166,667
2 266,667 900,000
3 200,000 700,000
4 133,333 566,667
5 66,667 500,000
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113:3@ /B32 3>@317/B7=<
#3B6=2A =CO0:3 31:7<7<5 /:/<13
=@ @3>=@B7<5 >C@>=A3A =<:G

5KABO $LR?EB@IFKFKD ">I>E@B TB @LJ?FKB

QTL @LK@BMQP EBN@EIQDEB K>dB>®eQEB T>V

QL OBJBJ?BO TE>Q QEFP JBQELARFPEGLRIJB
ABMOB@F>084-@EB PQO>FDEQ IFKB O>QB TEF@E Fi
@>PB TLRIA?B g LO MBO VB>0

)C TB AL QRER?IFKD LC QEB >KKRFB O:RB\ E>SB
ABMOB@F>QBA QEB BKQFOB >PPBQ FRBESE QEB
J>QBAFCB O>QEBO QE>K FK QEB CRII CFSB VB>0P LO >I(
TB TLRIA E>SB ABMOB@F>QBA QTF@BLQEBFKPPBQe
@LRSBQEB BKQFOB CFSB VB>0OP %FQEBO >IQBOK>QF
FK@LOOR®RK@BMQ>?IB

)JKPQB>A TB ABMOB@F>QB RQI@BEQERB KLQ
>D>FKPQ QEB ABMOB@F>?IB >JLRKQ ?R@16D6/FKPQ QF
*14)6+- FDKLOFKD P>IS>DB4S>@BQEB PB@LKA @LK
@BMQ QEB RPB LC > AB@IFKBKIFR-QERAGFOPQ VB>0

TB ABMOB@F>QB LC LO IB>SFKD >
KBT ?>I>K@B LC )K QEB PB@LKA MBABMOB
@F>QB LC QEB AB@IFKFKD ?>I>K@B LC TEF@E

)K QEFP BU>JMIB >KA KLQ KB@BPP>OFIV FK >Il BU>JN
TB @LKQFKRB QL ABMOB@F>QB >Q QEFP O>QB TB TF
QEB P>IS>DB S>IRB FK QEB QEFQEFRMBMLOEB
>@@LRKQ@FI BFQEBO ABMOB@F>QB QEB ?>I>K@B LC
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LKB CBITELM LQILOB IFHBRQO>FIBE® QEB

?2>1>K@B LSBO QEB OBJ>FKFKD (EEBENVRHOPIPL

>AGRP@B P>IS>DB S>IRB I)KBPQO>FDEQ IFKFKD QEB
OBJ>FKFKD ?>I>K@B O>QEBO QE>K ABAR@QFKD

LKB J>V ABAR@Q f CLO B>@E LC QEB I>PQ

QEOBB VB>OP

$$" FP BSBK JLOB >@@BIBO>QBA QE>K 3/9% >P VLR J>
E>SB >IOB>AV KLQE@BBMOB@F>QFLK BUMBKPB FP DC
FK QEB B>0OlV VB>0OP

9LRO FK@LJB PQ>QBJBKQ >KA ?>I>K@B PEBBQ TFIl OB
CLILTFKD

Year Depreciation Expense Ending Balance
0 1,500,000
600,000 900,000
360,000 540,000
40,0003 500,000
0 500,000
0 500,000

ws| W=
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=>/@ [/B7B3)C;/@G =4
3>@317/B7=< #3B6=2A

'FSBK
Historical Cost: $1,500,000
Estimated Salvage Value: 500,000
Estimated Life 5 years

3QO>FDEQ ,FKB

Year Depreciation Expense Ending Balance
0 1,500,000
1 200,000 1,300,000
2 200,000 1,100,000
3 200,000 900,000
4 200,000 700,000
5 200,000 500,000

|@@BIBOHBWOB@F>QFLK -BQELAP

] 3RJLC QEBB>@BFDFQP

0 1,500,000
1 333,333 1,166,667
2 266,667 900,000
3 200,000 700,000
4 133333 566,667
5 66,667 500,000

] $LR?IB $B@IFKFKD ">I>K@B
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1,500,000
600,000 900,000
360,000 540,000
40.000° 500,000

0 500,000
0 500,000

niHl W= o

ID>FK$ $" FP QEB JLPQ >@@BIBO>QBA LC QEB S>OFLRF
LAP4EB CFK>K@B PQRABKQ KBBAP QL E>SB PLJB PB
QEBAFPQLOQFLKPc QE>Q >@ @UBRPEKOERIPD>
OBPRIQ LC J>K>DBJBKQ >KA QEB >@ @LRKQHEQPe b@E
FQP FIM>@CFKKK@F> >KIK/PRRAFQFLIQER. >IQBO
K>QBBMOB@F>QFLKPIBQERBAEX QEFP BU>JMIB TB
J>V >IPL KLQB QE>Q QEB P>IS>DB KSBRBFEFQB
4EBPBO?FQUREM-@RR BPQFJHMIBBPBKQ >IQBOK>QFSE
bILLHEC. OQEB CFK>K@F>| PQz OBABHKIBOMOBQ>QFSB AF
CF@RIQFBP CLO QEB >K>IVPQ

&FK>| .LQBEB QEDEEQELA®LSBOBAQEB>PQ M>DBP

>OB ./4 >@@BMQ>PB-UL@@LRKQFKD 4EBOB > TELIIV
AFCBOBKQ PVPQBJ JRPQ ?B FIMIBJBKQBA ?V AFKQ LC
I>T 4EB Q>U PVPQBJ FP @>IIBA b-LAFCFBA !@@BIBO>Q!I
2B@LSBOV 3VPQBJ ¢ LO PFIMIV b-1#23 ¢ 4EFP JBQELA TFII
KLQ ?B @LSBOBA EBOB
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*63 /:/<13)633BD 3@ACAB63
<1=;3)B/B3;3<B )C;;//@G

4EB ">I>K@B 3EBBQ

] 3Q0>QM@LQLDO>ME

] blP LCcPMB@F&FBR

] .RJ?BOP DL RM LO ALTK

] .RJ?BOP KBSBO QROK ?>@H QL WBOL

] b#ROOBKBEKP IBPP QE>K LKB $BSPRP
bILKD QBOJc

]!, % LO!a, %

4EB )K@LJB 3Q>QBJBKQ

] 3Q>QBJBKQ LC 2BSBKRBP 'AAFQFLK >KA
%UMBKPER?QO>@QFLK

] &ILT JLSFKD MF@QROB

] #RJRI>QFSB

] .RJ?BOP LKIV DL RFQE QRIBU@BMQ CLO KBQ
KRJ?BOPKA >AGRPQJBKQP

] &LO QEB MBOFLA NRHOQBEEOBB NR>0OQBOP
LO CRII VB>O BKAFKD®

] 4EB)K@LJIB 3Q>QBJIBKQ FP @ILPBABKRQ >Q VB>C
m4EB,,1<176 <7 -<)16-, ):6
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16/; FRVBOLBA IABQFQBAAQO>KP
CBOGROEB ">I>K@B 3EBBBA
FQBA QI2BQ>FKBA %>ORRYER
%NRFEB@QFLK

] 4EBK QEB )K@LJB 3Q>@BIRKBOP >Il OBSBOQ
QL WBOL a QEB bLALJBQBOc FP OBQROKBA QL W\

] /KB J>V QEFKH LC QEB FK@LJB PQ>QBJBKQ >P >
M>0Q LC QEB BNRFQV PB@QFLK LC QEB ?>I>K@

*);0.=4 8-:;76 +)667< 4-).6
a%QEF@P LC QEB &>QEBDP
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6/>B3@ *6@33 (3 D73E 'C3AB7=<A

#E>MQBO 2BSFBT 1RBPQFLKP

)P QEB )K@LJIB 3Q>QBJIBKQ > bCILTc LO >bPQ>QF @
PQ>QBJBKQ

$L )K@LJIB 3Q>QBJIBKQ KRJ?BOP DBQ ?FDDBO
PJ>IIBQ.O KBFQEBO a >P QFJB M>PPBP

7EBK FC BSBIKA ELTFC PL AL QEB )K@LJH
30Q>QBJBKQ KRJ?BOP OBSBOQ QL WBOL

5PFKD QEB QBJMI>QB@BRIQB >K )K@LJIB
3Q>QBJBKQ FK ?LQE ALII>0 QBOJP >KA AK b@LJJILK
PFWB ¢ RPFKD QEB P>JB @LJM>KV >P VLR RPBA FK
QEB MOFLO MOL?IBJ PBQ

(Cash Sales
(Credit Sales
[Total Sales / Revenues 100%
(Cost of Goods Sold

Gross Profit

(Selling, General, & Administrative Expenses)
(Depreciation & Amortization

[Earnings before Interest & Taxes (EBIT)
(Interest)

(Taxes

INet Income 100%
(Dividends Paid)

|Addition to retained earnings

o

I0B 2BSBKRBP >KA %UMBKPBP OBPMB@QFSBIV AB
LO @OBAFQ ?>I>K@B >@@LRKQP
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$FCBOBKQF>QB ?BQTBBK > b@>PEc SBAPRP > bKL
@>PE BUMBKPBc 7E>Q >OB QEB Q>U FIMIF@>QFL!

CLO B>@E
7TEF@E )K@LJB 3Q>QBJBKQ FQBJ AFPQF

KDRFPEBP

?BQTBBK LMBO>QFKD J>QQBOP >EA >Il QEB PQRC
2BILT FQ "V TE>Q QTL K>JBP FP FQ OBCBOOBA

7E>Q FP QEB b!AAFQFLK QL 2BQ>FKBA %

>OKFKDPc

(LT FP FQ @>1@RI>QBA >KA TE>Q FP FQPF OBI>QFLK

QL b2BQ>FKBA %>0KFKDPc
7E>Q FP b$BMOB@F>QFLK %UMBKPBC

IJLKD OOLMBOQI¥KQ >KA %NRFMJIBKQ TEF@E

FP >OB ABMOB@F>QBA >KA TEF@E KLQ

%UMI>FK B>@E LC QEB CLRO FKQBOMOBQ>QFLK M

CFK>K@F>1 >K>IVPQP BK@LRKQBO FK O
>@ @LRKO:DEIELOQP
(LT >OB >RAFQP LMFKFLKP MLQEBQBEQM

B>AFKD QE

AFC

COLJ LKB >KLQEBO $LBP QEB CFK>K@F#| >K>IVPQ

@>0B

9LR >OB DFSBK QEB CLIILTFKD FKCLOJ>QFLK #OB>

> Q>?IB >KA @>I@RI>QB QEB >KKR>| ABI

>KA >@@LRKQ ?>I>K@BP RPFKD >l QEC
JBQELAP AFP@RPPBA
Original Cost $ 10 million

$500,000
5 Years

[Estimated Salvage Value
[Estimated Life

#>@RI>QB QEB #LPQ LC 'LLAP 3LIA DFSH
ILTFKD FKSBKQLOV A>Q>
Beginning Inventory

Ending Inventory
Purchases

$75 million
$50 million
$100 Million

IOB@F>QF
BB OBMLC

K QEB CLI
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7E>Q ALBP b#/'3c FK@IRAB

"V TE>Q @OFQBOFLK ALBP QEB >@@LRKQ>KQ bFJ!
ABMOB@F>QFLK QL #/'3

'FSBK QEB A>Q> ?BIST@RI>QB QEB &)&/ >KA
)& %KAFKD )KSBKQERNV#/'3

Beginning Inventory = $30 (6 units)
Purchases: January: 10 units @ $5 each
March:15 units @ $7 each

|April:20 units @ $8 each

June:25 units @ $10 each
September: 20 units @ $12 each
December: 10 units @ $7 each
Total Sales: 90 units

$BCFKB b,)&/ ">PB ¢

7E>Q FP QEB QB@EKF@>| FKQBOFJ OBMLOQFKD Fi
RPFKD ,)&/

#>K QEB @LOMLO>QFLK PTFQ@E ?>@H $KA CLOQE
&)& QL )&/
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6/>B3@ 7</<17/:
)B/B3;3<BA /<2 7</<13
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6/>B3@ =C@ 3/@<7<5%CB1=:3A

,B>OKFKD /RQ@LJIBP

)K QEFP @EXNMQB®II
] <FG<A:H<RBQTBBK TE>Q QEB >@@LRKQ>KQ >KA
CFK>K@F>1 >K>IVPQ AL

] KC?BEQEB J>KKBO FK TEF@E J>K>DBJBKQ >KA
>@@LRKQ>KQP bJ>K>DBc B>OKFKDP

] )86B:A<M8ILPPF?IB >@@LRKQFKD CO>RAP
] $4FGBE)EB @LKQBKQ LC #E>MQBOP
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11=C<B7<5 BB@ACA 7</<13

(BOB TB PRJJ>OFWB PLJB LC QEBB{EBKAFEP ?BQTBBK
@ @LRKQFKD >KA &FK>K@B

66BHAG<A: <A4A6S
(FPQLOF@>| &RQROB LOFBKQBA
3RJJ>OV LPA4A>Q> )K@OBJBKQE@RP
2BMLOQFKD $B@FPFLK LOFBKQBA
2RIBP ?>PBA LDF@
BD>IFPQF@ ->K>DBOF>

/KB FP KLQ b?BQQBOCc QE>K NEBGRIEB&BBA QL HKLT
TE>Q B>@E FP a FK QBOJP LC FQP MROMLPB FK LOABO
QEBJ

7 B TFIl AFP@RPP QEB ?0L>A JB>KFKD LC FK@OBJBKQ>| FK QEB &FK>K@B |
KLT TB JB>K QE>Q QEB &FK>K@F>I IK>IVPQ TFIl CL@RP LKIV LK QELPB A>!
TEF@E >0OB OBIBS>KQ QL AB@FPFLK J>HFKD
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6 <0- 07=: ?0-6 ) 8-:;76 1; *: 7=/0< *-.7:- <0-
0-)>-64A +7=:<.7: 2=,/5-6< 0- 1; );3-,

1, A7=+76,=+< A7=: *=;16-;; )..)1:; 076-;<4A

">2VILKF>K>JRA
40>@Q>QB 3E>??7>Q
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|@<7<5A #/</53:3<B 11@C/:
(3/: /<2 F>31B/B7=<A #/</53;3<B

|@<7<5A #/</53;3<B

11@C/. (3/: /<2 F>31B/B7=<A
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Negative Working Capital

We have agreed that a “financially healthy” corporation will have a current ratio exceeding one, which is also to
say that its Working Capital is positive (WC = CA — CL > 0). Yet, some, albeit few, good companies have
negative Working Capital, but are still financially strong and exhibit strong stock prices. Historically, this list has
included Amazon, Dell, and Walmart. Does this not mean that these companies have liquidity problems and may
be unable to pay their bills timely?

Not necessarily. It probably means that these companies are collecting cash from sales more quickly than
they have to pay their bills, especially to their suppliers. They then, invest in more inventory (increasing their
accounts payable, a current liability), fixed assets, and R & D, as their growth paths continue sharply upward.
Such investments reduce the company’s working capital and current ratio. So, how do they generate such
rapid liquidity to pay bills?

In some circumstances, they may honor customer credit card purchases at the point, or time, of sale (even if
before shipment of the goods), and collect the cash from the card vendors on the very next day, or long before
they have to pay their payables. With continued growth, this phenomenon may go on for a long time.

This means that although growth in both sales and working capital usually USE cash, in such instances,
growth actually PROVIDES cash!

Walmart

Here is what Walmart has to say about its current ratio (source: Walmart 2017 Annual Report, page 26):

The increase in our working capital deficit reflects the company s leverage achieved through
savings from procuring merchandise and improved inventory management. We generally operate
with a working capital deficit due to our efficient use of cash in funding operations, consistent
access to the capital markets, and in providing returns to our shareholders in the form of
payments of cash dividends and share repurchases.
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QR>QB LSBO QEB @LROPB LC QEB VB>0 >KA J>V QERP ?
>QFSBIV EFDE LO ILT >Q @BOQ>FK QFJBP LC VB>0 LO AR
PB>PLKP FQ J>V ?B ?BQQBO QL >SBO>DB QEB NR>0QBC
FC MLPPF?IB

AEFP QB@EKRRRBQEBK @>MQROB > ?BQQBO PBKPB LC
JBKQ LSBO QEB @LROMB:PLRERPFKBPP @V@IB >KA
TLRIA QERP MOLSFAB > ?BQQBO @LJM>OFPLK TFQE Q
PQ>QBJBKQ KRTEF®ED>FICILTLSBO QBRBROPB LC
QEBKQFOB JB>QEB ?>I>K@B PEBBQ KRJ?BO ALBP KLQ (
QR>QB a JR@E LO >Q >l a LSBO QFJB QEBOB J>V ?B K
CLO >SBO>DFKD 4EFP @ELF@B FP >Q QEB AFP@OBQF
IVP@LIM>0OB #LIJM>KFBP blc >KA b"c FK QBOJP LC
QEBFO@LRKQP OB@BFBKSBKQLOV IBSHP FQ
TBOB.SBO QEB @LROPB LC CLRP NRAQEBOP>@@LJ
MIFPEBA ?V >SBOBBEHEK@B 3EBBQ KRJ?BOP CLO #LJ
M>KV !

Company A Company B
$ *

* * * * *
*
*

1Q 2 3@ 4Q 1Q 20 3Q 4Q

9LR TFIPIPIKLQB QRRR>IIV @@LREB@®BFS>?IB
TFIIAFPMISVPJ>IIBO KRJ?BO GEIER .LOJ>IIV TB

TLRIA BUMB@Q QE>Q >@@LRKQP OB@BFE0MB >0B @
LO IBPP JLKQEINABBA.P>IBP QBOJP >0B A>VP TB
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PELRIA DBQ >?LRQ @LIIB@QFLKERBEPVBIRPQO>QBA
LK QEB KBUQ M>DB

7 B PE>II >IPL >PPRJB > A>V \@BKPFPQFKD LC QTBISB
A>V OLIIFKD JLKQER@>RPB JLPQ LCQBK @LIIB@QFLKF
ABJ>KABA TFQEFK  ASYBB >K>IVPQP TFIl RPB >
A>V VB>QK QEB O>QFLK>BOBESSBP >@@RJR
I>BLSBO A>V @>IBKA>0 VEI®VLRO @ELP@B
IK>IVPQ

&FK>l KLQB VLR >OB >K>IVWFKD A>Q> CLO GRPQ LKB

QBULR PELRRPB O>QEBO QE>K >P QEB JRIQFMIFBO

QEB/0 &LO QTL LO QEOBB NR>OQBOP VLR TFIl RPB
OBPMB@QFSBIV

IAIBAGBELHEABISE & * R!AISAGBEL

4EFP O>QFL QBIIP RP ELT LCQBK QEFREKEBKEROV
QE>Q FP QIEPFVCQBK QEB FKSBKQLOV a FK FQP BKQFO
OBMI>@BKRIA VLR ?RV COBPE QLJ>QLBP COLJ > @LJIM:>
TELPB FKSBKQLOV QROKLSBO FP U >VB>0 LO BSBOV
LQB QE>Q QEFP OXXF@GBA-QV QEB @ELF@B LC FKSBE
@LPQFKD JB@EER O>QFL E>P PLJB FPPRBP TFQE JFU
">|>K@B 3EBBQ >KA )K@LJIB 3Q>QBJIBKQ KRI?BOP TEF@
AFP@RPPBA QEB MOFLO PB@Q#LK @LK@BOKFKD
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+*63 <1=:3)B/B3;:3<BD 3@ACA B63
/1/<13)633B

)Q FP FIMLOQ>KQ QL RKABOPQ>KA ELT OBI>QBA ">I>K @F
)K@LJB 3Q>QBJIBKQ KRJ?BOP J>V @LIM>0B TFQE LKB >K
BPMB@F>IIV TEBK RPBA FK > M>OQF@RI>0 O>QFL

&LO FKPQ>K@B BRQEBB #LIIB@QFLK OBOFLA TB @LIM>
14(, 9 @OBAFQ P>IBP COLJ QEB )K@LJB 3Q>QBJBK
14, 9>@@LRKQP OB@BFS>?IB COLJ QEB ">I>K@B 3
7EF@E KRJ?BO FP ?FDBBKUQB QE>Q QEB NR>OQBOIV
CLO QEB #OBAFQ 3>IBP >0B @RJRI>QFSB >P OBMLOC
>@@LRKQ>BOQOB >IPL >PPRIFKD QE>Q QEB OB@BFS>?|
@LIIB@QBA FK CRIl >Q BREK AL BQRBB
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Fictitious Company
Fiscal Year Ending (FYE) 12.31.20XX

($ Millions)
Month Credit Accounts
Sales Receivable

Jan 100 100
Feb 200 200
Mar 150 150
15t Qrtr. 450 150
Apr 150 150
May 250 250
Jun 300 300
15t Half 1,150 300
Jul 250 250
Aug 200 200
Sept 150 150
31 Qrtr. 1,750 150
Oct 150 150
Nov 100 100
Dec 50 50
Full Year 2,050 50

)K QEB Q>?IB >?LSB TB PELT @OBAFQ P>IBP LK > JLKQEI
CLO QEB b&F@QFQFLRP #LJM>KVc LSBO QEB @LROPB
@>! VB>0O BKABA &9% 88 B >OB >PPRJFKD QE>Q
@OBAFQ QBOJP >0B A>VP >KA QE>Q >l OB@BFS>?IE
IB@QBA LK QFJB 7EF@E KRJ?BO FP DOB>QBO a QEB @
LO QEB >@@LRKQP OB@BFS>?IB

#1B>0ICQBO &B?GROBAFQ 3>IBP TEF@E >OB @RJIRI>QF
TFIl BU@BBA >@@LRKQP OB@BFS>?IB ! PFIFI>0 >K>I\
2B>MMIFBAQEB FKSBKQLOV QROKLSBO O>QFL
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11=C<BA (3137D/0:3 57<5
)1632C:3

IK >DFKD P@EBARIB FP >K BKOEBOF>I @ILKCF
ABKQF>| AL@RJBKQ TEF@E PELTP >@@LRKQ ?V >@@
JR@E JLKBV FP ARB QEB PBIIBO COLJ QEB QFJB LC P>
TEBQEBO > @RPQLJBO >@@LRKQ FP h@RARBKQQ LO FF
FP > KB@BPP>OV J>K>DBJBKQ QLLI

AEB P@EBARIB TMRIASFAB QEB BUQBOK>| >¥R@PQ TFQE
JLOB QE>K P EB J>V LQEBOTFPB HKLT ?V >IQBOK>QFSE
@RI>QFKD $>VP 3>IBP /RQPQ>KAFKD )Q FP JR@E JLOB /
5KCLOQRK>QBB/P@EBARIB FP >K FKQBOK>| J>K>DBJBKC
RIBKQ >KA RK>S>FI>?IB QL LRQPFABOP

4EB @RPQLJBO >@@LRKQP >OB IFPQBAQEEO?Y\VOLT
K>JB LO PLJB PLJB LQEBO FABRREBRRBQ @OBAFQ P>IBF
OBNRFOB M>VJBKQ TFQEFK A>VP QEB CFOPQ @LIR.
ELT JR@E JLKBV FP ARB TEBOB QEB P>IB L@@ROOBA I

FK QEB M>PQ P VLR OB>A QL QEB OFDEQ VLR TFII PBI
IB@QBA @OBAFQ P>IBP CFDROBP QE>Q >OB JLOB QE>K
A>VP LIA >KA QEB OBPMB@QFSB >JLRKQP ARB 4ERP Q
RIB JFDEQ ILLH PLIBTE>@EBEBIQFKD )K BU>JFKFKD
QEB P@EBARIB TE>Q JFDEQ VLR QBKQ>QFSBIV @LK@
B>@E LC QEB CFSB IFPQBA >@@LRKQP
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Customer Number of Days Since Sale
Account <30 30-60 61-90 >

0 Total
$200,000

#1 $200,00 0 0
#2 $150,00 $25,000 0 $175,000
#3 $75,000 $25,000 $25,000 $125,000
#4 0 $25,000 $25,000 $50,000 $100,000
#5 0 0 $50,000 $50,000 $100,000
Total $425,00 $75,000 $100,000 $100,000 $700,000

olo|ole

"V BU>JFKFKD QEFP P@EBARIB QEB >K>IVPQ J>V RK@LS
FKQBOBPQFKD GHKAFKPO>K@B

I#0 $3/J>V ?B EFDEBO QE>K QEB @RJM>KVe
P>IBP QBOJP ARB MLBIPERB/SBODB>0
>@@LRKQ PHBTFKD QER>$SBOSBE 7B

DOB>QBO ARB QL QEBRANB@FR¥EK QL BKQBO >
KBT DBLDO>MEF@>| LO MOLAR@Q J>OHBQ HKL
>AS>K@B QE>Q PR@E BKQOV TFII PILT ALTK FQF
IB@QFLKP ?RQ BUMB@QFKD QE>Q QEB >AABA |
J>HB QEB BUM>KPFLK TLOQETEFIB

4EB >K>IVPQ J>V PBB ELT J>KV >@@LRKQP >OB
@ROOBKQ >KA ELT J>KV PELRIA ?ECA0OFQQBK LC
>K>IVQF@>IIV a ?V QEB >K>IVPQ 2BJBJ?BO QEF
KLQ >@@LRKQFKD PIOFQBRITLRIA ?B
OB@LOABA ?V QEB >@@LRKQ>KQ

AEFP P@EBARIB ALBP KLQ QBII QEB OB>ABO >KV
>?LRQ QEB MOLCFQ>?FIFQV LC?QBEF@ @LRKQP
QEBO ACEB0 )Q @LRIA SBOV TBII ?B CLO
FKPQ>K@B QE>Q >@@LRKQ TEF@E >MM>OBk
TBIl FP >IPL MRO@E>PFKD SBOWNKIMQbL®
R@QJEFIB KLQ KB@BPP>OFIV LC DOB>Q FIMLOQ
QL QE® @LRK@R@BFS>?IB J>KXIHRI>0

HBQFKD J>K>DBO J>V ?B SBOV FKQBOBPQBA FK
FQ>?FIFQV

/SBO>Il FQ >MMB>0OP QE>Q QEB @LIM>KV
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E>P LO LC FQP OB@BFS>?IBP QE>Q
>OB b@RQIBEQKLQ M>P@ ARPRIFKD
A>VP @LIIB@QFLK QBOJP

4EB \DFKD 3@EBARIB FIMIFBP #®BBQ>FK
LOABO QL @>|@RHBRUEEP KB@BPP>0V QL
HKLT QEB #OBAFQ 3>IBP CFDROB TEF@E FP MR
>S>FI>?IB COLJ QEB @ B)M@&LEB 3Q>QB

JBKQ
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)=:D 3<1G (/B7=A

*B?ISAGLE>P QL AL TFQE QHEBLBBRHKD >?FIFQV QL DBKBO
>QPRCF@FABK@FABQV] /MBO>QFKD %>0KFKIK %")4
LOABO QL JBBQ FQP @ARTFRREEFIEB>QFLMPO
QF@RI>0IV FKQBOBP@MIBIVBKQPCRIEB QTL JLPQ
@LJILK PLISBK@V O>QFLP E>SB QL AL TFQE bIBSBO>DB
BUQBKQ QL TEF@E QEB CFOJ BIMILVP AB?Q >P > PLRO@
>P LMMLPBRREKENRFQV

3LJB AB?Q FP ABPFO>?IB >P FQ >IILFPLOERBGEFQQe
PE>OBELIABOBUMILFQ bLQEB® NIEXBMB&'$S  FK

LOABZL. B>OK DOB>QBO MOLCFQP LK > MBO PE>OB ?>P]
TLRIA FK QEB >?PBK@B EBABPQ 4LL JR@E AB?Q
ELTBSB@V ?B > ?>A QEFKD >P FQ FK@OBFRBPFREB CFO.
KBPP ?V >AAFKD LK >K FK@OB>PFKD OBNREQEIBRQ QL
LK QEB AB?Q

Or! _P)AG<B +<@8F |AGBE>s 4EASBEAGSEG BI
8E4:8 '+ RIAGSHG KC8AF8

I+  PQ>KAP CLO b%>OKFKDP ?BCLOB M(BBABPQ >K
/SBO QFJB > @LIMBKWMBO>QFKD B>OKFKDP %")4 J>V
CIR@QR>QB QEB BUQEKQR@QEFQFLK ABMBKAP LK Q
@LIM>KERPFKBPP >KA FQP BKORRGOMIB > [>TK
JLTBO LO PKLTJIL?FIB J>KRC>@QROBO TFIl E>SB EFDE |
>KA FKSBKQLOV >Q @BOQ>FK QFJBP LC VB>0O >KA ILT
QFJBP TB OBCBO QL QEFP MEBKLJIBKLK PAEBB>PLK>IF
@LIM>KVeFKQBOBPQ BUMKPBP FP OBI>QFSBIV CI>Q |
?2B@>RPB QEB @LJM>KV ALBP KLQ LCQBK ?LOOLT >KA F¢
BUMBKPBP >0OB CFUBA
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)K >KV @>PB QEFP O>QFL ILLHP >Q QEB BUQBKQ QL T
BU@BBAP QEB FKQBOBPQ BUMBKPB LK FQP AB?Q LSB(
J>FK LO BBD > bP>CBc >JLRK(B >K>IVPQP TFII

>AA ?>@H ABMOB@F>QFLK >KA >JLOQFW>QFLK QL %").
>Q b%")4$!c a LMBO>QFKD @>PE CILT a LK QEB O>QFLK>|
FKQBOBPQ FP M>FA TFQE @>PE

)K QEB AF>D0O>J ?BILR TFIl CFKA FKPBOQBA QEOBB MLPF
%")4 @ROSBP CLO > CF@QFQFLRP CFOJ B>@E MLPPF
OBPBKQBA ?VCB@BEKQ @LILOBAAEERROBESFBOC QEB
%")4 IFKB QEB JLOB SLI>QFIB FQP LMBO>QFKD B>OKFKL
?BLSBO QEB @QLRPIRBMBOMR_-AO VB>EEB NRBPQFLK

FP LSBO>Il TEF@QE @ROSB OBMOBPBKQP QEB JLPQ |
O>QFL >KA TEEB4AIMIF@>QFLKP MOLCLRKAIV OBI>QB (
CFOB8LISBK@V

Interest Expense

0/—///_//—\_/

Time

%"4 J>V ILLH IFHB > HFKA LC ELOFWLKQ>l PNRFD
QE®=1//4A6-;; LC TEF@E ABMBKAP LK QEB SLI>QFIFQV L
CFOBeLMBO>QFKD B>OKFKDP 4EB NRBPQFLK QEBK FF
FKQBOBPQ BUMBKPB QEB PQO>FDEQ ELOFWLKQ>I IFKB
2B OBI>QFSBIV CI>Q LSBO QFJB FP :CLSRIFBHEBOB

FK QEB JFAAIB LC QEB PNRFDDIB )KQBOBPQ BUMBK
>MMB>0 >P > ELOFWLKQ>| IFKB PFK@B FQ FP OBI>QFS
QFJB ?B@>RPB QEB @LIBSHKVE FKAB?QBAKBPP @E>KDI
IFQQIB FC >Q >Il LSBO QFJB

ID>FK QEB @LIMPRWM¥ PELRIA ?B EBR@FBKQIV >?LSB
QEB FKQBOBPQ BUMBEBEBURBBKQ LC TER@BKAJ|
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ABMBKAP LK QEB K>QROB LC QERRPERBR/eKA QEB
J>KKBO FK TEF@E QEB @LIM>KV FP @K&DOBADBK@V
J>V >OFPB QE>Q FC %")OBP-RFSB QL LO TRIDPB

QEB FKQBOBPQ BUMBKPB TFIl QEB CFOJ E>SB QEB ¢
J>HB QEB OBNRFOBA >KA QFJBIV @>PE M>VJBKQ LC
BP@BOPFPQBKQ FKPLISBK@V J>V IB>A QL ?>KHORMQ@

85G R %.

"V b.7 ¢ TB JB>K bKBQ TLOQEc LO QLQ>l bBNRFQ
OBJBJ?BO QEB ?7>PF@ >@@LRKQFKD BNR>QFLK !
7 IK>IVPQP TFIl AFP>DOBB >P QL TE>Q FP JB>KQ ?V b/
3LJB TFIl @LK@BOK QEBJPBISBP LKIV TFQE ILKD QBOJ |
FQFBP LQEBOP TFIl FK@IRAB @ROOBKQ IF>?FIFQFBP >
)K JLPQ FKPQ>K@BP >KA CLO LRO MOBPBKQ RPB TB TF
bQLQ>I IF>?FIFQFBPc >P AB?Q > OB>PLK>?IB ABC>RIQ >
PFK@B $B?Q .7 LC>PPBQPERP BU@IRAFKD KLQEFKL
LK QEB ">I>K@B 3EBBQ

$500
$1,000 $500

7EFIB LKB @>KKLQ P>V TE>Q QBBAGLIKBQ TLOQE
O>QFLc LRDEQ QL ?B FQ FP P>CB QL P>V QE>Q >P QEB O
QEBLIM>Ké KDLFERFIFQV QL PERISF@B?Q FB QL
M>V FKQBOBPQ FK M>OQF@RI>O FP OBAR@BA >KA (
LC ?>KHORMQ@V FK@OB>PBP )K DBKBO>I QEB O>QFL
COLJ FKARPQOV QL FHARAXARPQOBBP@E>0>@QBO
FWBA ?V DOB>QBO FKAB?QBAKBPP LO bIBSBO>DBc Q
7 BTFIl E>SB JLOB QL P>V >?LRQ QEFFPISRREL J>V

2B IBPP QE>K LO DOB>QB(KJESE KK @B 3EBBQ QL QEB
OFDEQ QEB $B?Q QLOBE 2>QFLFP  LO bLKB

QL LKB4EB 4.Q>| IPPBQP >OB
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85G R+

4EB ABC>RIQ LMQFLK CLO ABCFKFKD bAB?Qc FP >D>FK b
FQFBP ¢ ID>FK OBJBJ?BQ@EMNCPBQP $B?Q %NRFQV

41 $ %N )KQEFP @>PB >P QEB O>QFL FK@OB>PBP |
M>KPePLISBK@V ?B@LIBP FK@OB>PFKDIV >Q OFPH

4EP O>QFL PEKREB QELRDEQ LC >P b@LSBO>DBc O>QF!
QEB P>JB PBKPB QE>Q QEB @ROOBKQ >KAWNRE@H 0>Q
QE>Q J>QQBOAHMQEBFL FRPQEB I1>QQBO @>PBP TB SFB’
QEB >ABNR>@V LO FK>ABNR>@V LC @ROBBEBKEPBQ!
a LO KLQ a QL M>V CLO QEBRARRODIBKY IF>?FIFQFBP 4
CFOJ KBBAP IFNRFA @ROOBKQ PPBORIROGBKQOF>?F|
FQFBP

3R@E FP KLQ QEB @LOOB®JBFEKBQL FKQBOMOBQ C
AB?Q O>QFLP 4EB @LIM>KV ALBROBNRRBRBAL bM>V
LCc FQP AB?QP BE@EOOB@Q QL P>V QE>Q QEB KBQ
LO BNRAQ@/QEB @LJIM>KyABRRe@B QEFP PRIEEB

LKIV QFJB QE>@REBQV TFIl 7B RPBA QT AB¥REK
QEBLOPQ @:PB>KHORMQ@V >KA KBQ >PPBQKFNRFA>Q
JLPQ @>PBP VLR TFIl ?B >K>IVWFKD >K LKDLFKD BKQE
KLQ > ?>KHORMQ LKB

)KPQB>@QEBREL AB?Q O>®FLPKA $4 | >OBFJ
MI\JB>PROBE QE61<=,- LC > @LIM>R\RKAB?QBA
KBPP >KA >P PR@E >OB RPBCRI FK @LIM>OFPLK
@LIMFR FK FQP FKARROOVFQPBIC LSEDEMRIB
7:87:)<176 E>SB > ILQ LC AB?Q FK @LIJM>OFPLK LO FK MC
QFLELQL FQP FKARPQOV MBBOP )P FQP FKAB?QBAKBPP

| JLOB RPBCRI PLISBK@V @LSBO>DB O>QFL FC VLR >Of
CLO BQE>Q JLPQ AFOB@QIV >AAOBFHBOPEISBR @V
)KQBOBPQ %>OKBARLSBAER )% O>QFL MOLSFABP >
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D>RDB LC QEB @LBPMSIFWEQV QLAVBVQI@LSBOC QEB
FKQBOBPO?IB LO M>FEQKAB?Q

4EB $ 4 O>QFL >?LSB TLRIA ?B LO  7EFIB

QEB $ .7 FP JLOB MLMRQEB $40>QFL DFSBP QEB >K>IVPQ
>K15)/16):A O>KDB LC  LC AB?Q FK @LJM>OFPLK QL
QLQ>l >PPBQP 4EB $.7 O>QFL DFSBP KL PR@E OB>P
O>KDB )K >KV @>PB LKB O>QFL @>K ?B B>PFIV FKCBOO
LQEBO

+BG4? FFSBMH<GL

IKLQEBO PLISBK@V O>QFL #BFP @>QFL TFIl ?B MOB
PBKQBA >KA AFP@RPPBA TEBK TB DBQ QL QEB b$ROLKC
PLIBTE>Q I>QBO PBB 3B@QFLKP >KA

)K PRJJ>O\QEB JLOB AB?Q > @LIM>KV E>P
OBI>QFSB QL BFQEBO FQP %MNRBQV LO F
IPPBQP QEB JR&MEE4:8-Q FP P>FA QL E>SB
2V ABCFKFQFLK )K OEVPF@P > bIBSBOC >l|
LKB QL DBQ JLOB LRQMRQ TFQE QEB P>JB
| >P @LIM>OBA QL KLQ RPFKD QEB IBSBO

K4/B 7@ABM

+)6 )++-8< .)14=:->-:A76- .)14; )< ;75-<016/

+)667< )++-8< 67< <:A16/
-F@E>BI *LOA>K
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8-;76 207 6->-:5),-) 51;<)3-  6->-1 <1,
)6A<016/ 6-?
I1?BOQ %FKPQBF

0)>- 67<.)14-, I>-2=;<.7=6, ?)A; <0)<
?76l< ?7:3

4ELI>P ! %AFPLK
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6/>B3@ &@=NB/07:7BG /<2
(3BC@< (/B7=A /<XC@<B@
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6/>B3@ )7F " 3/@<7<5 %CB1=;3A

,B>OKFKD /?GB@QFSBP

)K QEFP @E>MQBO VLR TFII
] *G4G8V OLQB JBJLOV >Il QEB O>QFLP FK|QEFP @E>

QBO
] 'AGSEGEB>@E O>QFL

] <FG<A:H<PBQTBBK /MBO>QFKD >KA .BQ MOLCFQP
FK QEB RPB LC QEB O>QFLP

] KC?4<RKABO TE>Q @BOQ>FK @FO@RIPQ>K@BP
4ROKLSBO 2>QFLP >0OB RPBA
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&@=NB/07:7B@GBC@< /<2 AA3B
*C@<EB@ (/B7=A

Profitability:

Gross Profit Margin Pre-Tax Profit Margin
Operating Profit Margin Net Profit Margins

#BOQ>FKTB >OB >Il FKQBOBPQBA FK M@:GHREFIFQV
QEB CLOBDLFKDIASEERQ QEB TLOBRKZDV ?B
AFSFABA ?Y@#| 3>IBPc >KA RPBA @OLPP PB@QFLK>IIV L
DFQRAFKI¥ODFKc JB>KP MBO@BKQ>DB &LO BU>IM
DOLPP MOLCBEKI>DOLPP MOLCFQP f P>IBP

)K AFP@RPPFKD IFNRFAFQV O>QFLP TB >DOBBA QE:
QL>K>DBFNRFAFQV OFPH QEB @ROOBKQ O>QFL PELRI/
LKB7 B @>K >IPL >IEB@ L EFDE > @ROOBKQ O>QFL J>V
RKEB>IQEEFP FP ?B@>RPB @ROOBKQ >PPBQP BPMB@
MOLAR@B KL OBSRKIKFKSBKQLOV PFQQFKD >OLRKA AL
DLLA

| NRBPQFLK QL >PH FP 7EV E>P QEB CFOJ >@@
I>QB&>PHA LQEBO @ROOBREQHERBQE>K FKSBPQFKD |
JLOB MOLAR@QFSB CFUBEBSEPBRIPQ ?B > ?>I>K@B
2BQTBBK IFNRFAFQV LK QEB LKB E>KA >KA OBQROK Pl
LK QEB LQEBOIR@E LC >KVQEFKD J>V KLQ ?B DLLA

%SBK QELRDE QEB CFOJ J>V E>SB EFDE RDACE®)>?FIF
KLQ JB>K QE>Q FQP @>PE CILT MLPFQFLK FP PQOLKD
>IPL BU>JFKB QEB PLISBK@V O>QFLP BPAMB@F:IIV QEB
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4EB @LIM>KV J>V E>SB LKBOLRP L?IFD>QFLKP ARB QL .
FKD AB?Q K8 KBBAGQRKI>@BJIBKQ LC ILKD QBOJ >PPBC(
| DOLTFKD @LJM>KV J>V KBBA > DOB>BNESAEQY

FK LOABO QL PRMMLOQ DOLTFK Dt BHE REA @E
OBCIB@QBA FK DOLTFKD FKSBKQLOV >KA >@@LRK
>?IB4EB >K>IVPQ PELRIA >IPL @EB@*FQRBARDJe

)BGHEA $84FHE

7 B TFIl AFP@RPP QTL FIMLOQ>KQ OBQROK JI
4EBPB O>QFLP DFSB QEB >K>IVPQ >KLQEBO ILLI
FQ>?FIFQV

)& )8GHEABA FF8GE !+ R+

(LT TBIl FP > CFOJ BIMILVFKD FQP >PPBQP 2BQROK LK IF
>QQBJMQP QL D>RDB QEFP TERIRBBKBQ FK@LJB FK
QEB KRJSW @")4 FP MOBCBO>?IB FK QEB PBKPB QE>Q LN
FKD MOLCFQP OBCIB@Q TE>Q QEB >PPBQP MOLAR@B T
FK@LJB FEB@QBA ?V QEB@FUIFE> PQGR@QROB
FKQBOBPQ BYKBKRBOF@RI>0IV Q>UBB MKRAR KB
FQBJP KLQ AFOB@QIV >PPL(EB-QEBBI@QR>| ?RPF
KBPPO bLMBO>QFLKP ¢

2/1 3>V ?B > DLLA QLLI QL GRADB J>K>DB IBIETE>Q

FKD MBOCLOJSAGHRP b>PPBQ RQAIEVELERTR
@FBKEBUMILRQEB CAD3IBPBQP 7EV J>V QTL
LQEBOTFPB FABKQF@>| @LIM>EBBBKE SBRAFC

$LBP LKB @LIMS§B)/- ?BQQBO $LBP FQ JLQFS>QB FQP
BJMILVBBP ?BQQB@EBY ?BQQBO QO>FKBA $L QEBV TLC
E>OABO LO ILKDBOSEIFRIR) BIMILV ?2BQQBO QB@EKLILD'

)& )8GHEA BA DH<GL %!R DH<GL
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#LJJLK PE>OBELIABOP >OB JLPQ FKQBOBPQBA FK 2/% ?E
QE>Q FP TE>Q QEBV DBQ CLO QEBFO BNRFQV FKSBF
RKABOPQ>KA QE>Q CLO B>@E ALII>0 LC BNRFQV FKSBP
E>SB > @I>FJ LK QEB @IPMBRVEK@LIB FB FQP AFSF
ABKAP >KA >AAFQFLKP QL OBQ>FKBA B>OKFKDP

7E>Q HFKA LC OBQROK FP QEB CFOJ >?IB QL MOLAR
BNRFQV %NRFQV FP QERIQBRRMQEB @LBMAKRE@
LMBO>QFKD MBOCE®WK@BFQP >PPL@FR@EAIR
I>QFLK 0BQ>FRBAKFKDPJ2REDBJIBKE@>MFQ>I PQOR@
QROB@FAFEK QEB AB?Q BNRFQEREK-GELE>A QL
O>FPB @>MFQ>l FK QHEB M:OB ABREBOB GEB
IBPBNRFQEB JLOB FKQBOBPQ GEB/BIPR KBQ
FK@LJIB6")4 >IPL ~CB@QP .BQ )K@LJB

7EFIB 2/! OBCIB@QP QEB GEB@QFSBKBPP FK MOLAR@F
LMBO>QFKD MOLCFQPQEB @B@QFSB RPB LC IBSBO>DE
FB AB?Q @>K FK@OB>PB QEB>CESBeFQP 2/!

4EFP ARLQDR>0>KQBBA ?LOOLTFKD ABRTRLQIBK
FKPQ>K@BP QE>Q 2/% 2HANQFHRSBO>DE B

QEB RPB LC AB?Q FK@OB>PBP QEBGEROBAR|
PLISBK@FPHB PE>Il DBQ > DIFJMPB LC QEFR TEBK TB
PLLK dLLH FKQEB $ROLKQ JLABI LK QEB SBOV KBUC
M>DR/! >KA ,BSBO>DB FB QEB BUQBKQ QL TEF@E > C
RQFIFWBP AB?Q UBfp®Bs/ QRKBA

2/% J>V ?B > ?BQQBO (&K 7 CLO >PPBPPFKD >
CFORBNRF@KSBPQJIBKQ JBBERIRPB PE>OBELIABOP >Of
JLPQ FKQBOBPQBA FK KBQ FK@LJB >P QE>Q TFIl BEQEB
RQBOL QEBJ >P AFSFABKAP >KA LO >AABA QL OBQ>FKI
FKDP TEF@E >OB bLTKBAc ?V PE>OBELIABOP

/K@B >D>FKESQ BPK>DBJBKQ MOLSEEB>OBELIA
BOBLO QEBFO BNRFQV FREBPBHERKABOP >0OB FKQBOBPG
FK B>OKFKDP >P FQ FP B>OKFKDP TEF@E >OB BFQEB
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AFSFABKAP LO OBQYEKBRP TEXBKBEREB PE>OB
ELIABOPBJIBJ?BOOBQ>FKBARRDPRBILKD QL QEB @LJ
JLK PE>OBELIABOP

FF8G HEABISE

* R <K87 FF8GFKA R+

(BOB bQROKLSBOCc FP KLQ > MEVPF@> @LK@BMQ >P F
TB PMLHB >?LRQ )KSBKRIDKMNSEO LCQBK AL QEB
CFORel@-, ;;-<; FBOOLMBOQW>KQ >KA %NRFM
JBKQLO QLQ>| >PIRERIPK LSBBI>QFSB QL IBPEBO
TLOAP ELT JR@E 3>IBP ALBP > @LIJM>KV MOLAR@B (
FQP CFUBA LO QLQYC>@PBGRBKQF@>| CHROFFIAFC
LKIV QEFP OBPMB@Q TE>Q JFDEQ QEB >KbBAPQ @LK(E
LKB CFOJ J>UFJFWB MOF@B >KA OBSBKRBP $LBP LK
J>K>DB MOLAR@QFLK >KA BUMILPQJIFQ® BEPB
@FBKQMNDOBVIOLAR@QFBBI® AL QROKLSBO O>QFLP P>
>?LRGIOF@BFRPBQ RQFIFAKQR>DBIBKQ MBOCLO
J>K@B

IK >K>IVPQ J>V MOBCBO RPFKD QLQ>| >PPBQP O>QEB!
CFUBRPBQP FK QEFP >RSIVFFP @LJMBRKBK>

IVWBA FP > PBOSF@B @LIM>K\CFEGREBDB@L PMB>H
LOFK @LIM>OFPLK TFQE > EB>SV J>KRC>®OROFKD CFO.
IVPQ J>V RPB IPPRQKLSBO O>QEBO QE>K 2BQROK 2>QF
QEB @>PB T&B@B

.A7=<)3-;,07:<+=<; A7=/-<+=<;07<
>0V "RPB>@QLO
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*63 C& =<B #=23:

4EB $ROLKQ -LABI T>P ABSBILMBA ?V J>K>DBOP >Q QEB
$ROLKQ #EBJF@>| #LOMLO>QFLK CLO MROMLPBP LC FKC
MFKMLFKQFKD PQOBKDQEP >KA TB>HKBPPBP TFQEFK C
M>KPe]>K>DBJBKQ EFBOXSE@RRB VLR >OB >Q QEB QLM
LC QEB @LOMLO>QFLK QE>Q VLR >OB QEB @E>FOJ>K L
2L>0R0 #%/ >KA VLR >KPTBO QL QEB @.BEEBe
ELIABOP DB>?I\QEB LKB O>QFL VLR >0B JLPQ FKQBOBPC
TLRIA ?B QEB @LINPEBOROK LK BNRFQV O>QFL 7EBQEF
QEB 2/% ILLHP DLLA LO ?>A VLR TLRIA TFPE QL ILLH CRO
QEBO FKQL QEB MBOCLOJ>K@B LC-OBF@LOMSEY
JBKQP FK@OBR@ BEKIGN?RQQOBPP PQOLKD >0OB>P

4EB $ROLKQ CLOJMRCLSFABRVIBEK>DBJIBKIFQE

QLM ALTK ILLH FKQL QEB @LMBOGIOI>K@B @RIJFK>Q

FKOFQE 2/% TEF@E >D>FK FP LC QEB JLPQ FKQBOBPQ

M>KV PE>OBELIABOP 4EB #%KOQLHPEOBB @OFQF@>| >0
0OLCFQ>?HEQMCFQBFRBC a PBB ?BILT/ MBO>QFK

b4ALQ>l IPPBQR@KLSBOGKA &FK>K@F>I MBOPMB@

QFSBPBSBO>DBC
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Total Costs Operating Costs + Interest + Depreciation | Profit Margin may be

+ Taxes improved by reducing costs
Net Income Sales - Total Costs relative to sales. Advertising
Profit Margin Net Income + Sales can increase sales.

Current Assets

Cash + Cash Equivalents + Inventories +
Accounts Receivable

Asset Turnover can be
improved by eliminating

[NI =+ TA] x [TA + Eq] =
NI+ Eq.

Total Assets Current Assets + Net Fixed Assets unproductive assets, €.g.,
obsolete inventory.
Total Asset Sales + Total Assets Efficiency can be increased
Turnover by means of proper
machinery maintenance,
technology, and training.
Profit Margin x Total Asset Turnover = ROA can be improved by
ROA [NI+S]x[S+TA]= increasing profit margin and
(Profit Margin)(Total Asset Turnover) = asset turnover.
NI=TA
Leverage Total Assets +~ Equity
Leverage / ROE: Leverage
can increase ROE to a level
ROE Return on Assets x Leverage = greater than ROA — even if

the firm is not utilizing its
assets most productively. It
must be remembered that
leverage introduces

greater financial risk to the
corporation. This means that
the chance that the firm will
not be able to pay the
interest on its debt will
increase as the firm borrows
more.

3LJB +BV OLFKQP

'LLA ?RPFKBPP J>K>DBJBKQ MOLAR@BP|> C>SLO
>?1B 2/!

0OLMBO IBSBO>DB J>V BKE>K@B @®EB FKSBPQLO
OBQROK a 2/9% QELRQ ,BSBO>DB 2/! 2/%

9LR TFIl KLQF@B QE>Q QEB 2/! >KA ,BSBO>DB
O>QFLP AL KLQ J>Q@E RM TFQE LRO B>QIFBO ABCI




+44+:.  [-+2

QFLKP
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-6/B =3A  B63 C>=<B #=23:)6=E
+A

4EB $RMLKQ -LABI BK>?IBP RP QL IL@>QB QEB PLROG
@LOMLO>QB MBOCLISDFK@®BLR >0B #%/ BKSEL
OBMLOQ MBOCLOJ>K@B QL PE>OBELIABOP

&FORQHFKD QLM ALTK VLR >0B FKQBOBPQBA FK 2/%
JLABIPELTP RP QEEBRIX) LC IBSBO>DB LK 2/% DFSBK QE
MOFLO IBSBI LC 2/!

4EBKFQ >P@OF?BP LMBO>QFKD MBOCLOJ>K@B >P A
2/l >P ?BFKD >QQOF?RQ>?IB QL OBKCGHKA %) IPPBQ
AROKLSBEFP BK>?IBP BUB@RQFSBP QL IL@>QB >OB>P |
KBPP TFQEFK QEB CFOJ >KA >AAOBPP QEBJ

,BQR FIIRPQO>QB ELT ,BSBO>DBRBKBCEER @LOML
O>QFLK DFSBK FQP 2/!

,BQR >PPRJB QEB CLIILTFKD
$B?Q
%NRFQV

4LQ>I IPPBQP
BQ)K@LJB

4EBOBCLOB
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)& ) 4!
#818E4:8 4 LQ>I IPPBQP %NRFQV
)&  2/!U,BSBO>DB

,BSBO>DB E>P FK@QBERBLOMLE20QkLKe

IIQBOK>QFIBIFeP>V QEB @LIM>KV E>P KL IBSBO>DB ?
QEB P>JB AKQ#4| IPPBQP )K LQEBO TLOAP QEB >PPBQI
CFK>K@BA FK CRII 2V BNRFQV LKIV

2/
,BSBO>DB
2/%

7 FQELRKQVBSBO>D® >I2/% 2/!

/C @LROPB ,BSBO>DB FP KLQ PLJBQEFKD QE>Q QEB
PELRIA BIMILV FKRFP@DY 4LL JR@E AB?Q TFIl O>FPB
FKQBUBRAGBKOBILPPFRKPRPQ>FK>?IB IBSBIP >KA QER
@LRIA E>SB > TB>HBKEB@@CK QEB 4)% O>QFL IB>AF
BSBKQR>IIV QL FKPIIRBK®YHORMB®\DEB TLOPQ
@>PBEB $ROLKQ -LABI ALBP KLQ >AAOBPP QEFP OFPH

4EB $RMLKQ -LABI FP RPBCRI CLO >PPBPPJBKQ LC M>PC
J>K@B )Q FP > MLLO MI>KKFKD QLLI ,LLHFKD >Q QEFF
MIB LKB J>V ?B BK@LRO>DBA QL BIMILV JLOB >KA JLOB (
/C @LROPB >P GRPQ KLQBA QLL JR@E AB?Q FP KLQ K
> DLLA QEFKD FQ FK@OB>PBP QEB OFPH LC ?B@LJFKD
@>RPFKD QEB 4)% 2>QFL QL ?B ?BILT LKB
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7</<17/: (/IB7T=A 7< 1B7=<

Liquidity and Pr ofitability: Costco

#LPQ@L TEBK VLR ILLH >Q FQ FP > SBOV ?>PF@ HFKA L
KBPP 4EBV ORK PQDOBPWEA >P T>OBELRPBP >KA PBII
BSBOVA>V JBO@EX4AEPBILLH) QEBFO  OBMLOQ
/IKM>DBP  VLRell CFKA #LAQ@Ib&@B 3EBBQ >KA
)K@LJB 3Q>QBJBKQ ,LLH >Q FQP MOLCFQ>?FIFQV O>QF
FQP @ROOBKQ O+QFL,BKAIFQFERQL!BPBQP

2>QFL (LT JR@E LC FQP @ROOBKQ >PPBQP >0OB QFBA R
QLOVYBOB FP #LP@@ILEB OB@BKQ OBMLOQ

EQQMP FKSBPRPQ®@L @LJ PQ>QF@ CFIBP
CCC>>>@ > BA

*B?I18A6L *B@8 'AGHES<A: <FGBEL

'BKBO>| -LQLOP ?B@>JB FKPLISBKQ FK IMMIB

#LIMRQBOP ?LOOLTBA > ERDB >JLRKQ LC JLKBV FK

(BOB >OB QEBFO PQLOFBP

+;8 4A>EHCG6L B9 8A8E4? $BGBEF

(BOB FP 'BKBO>I -LQLOPe &FK>K@F>| 2BMLGRRCLA

#LPQ@L IKKR>| OBMLOQ &FP@>! VB>0 BKABA 3BMQBJ?BO
#LPQ@L FKSBPQLO OBI>QFLKP EQQRP@EKBBPPQOQF@ CFIBP
@CB @ B A?B B>CB
'BKBO>| -LQLOP #LOMLO>QFLK  'BKBO>I -LQLOP #LOMLO>QFLK  >KKR>
OBMLOQ 'KKR>| OBMLOQP ESKN®RIOBNILOQP @LJ (LPQBA$>Q> IKKR
>[2BMLOQ!O@EFSB D .93%="-= MAC
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?BCLOB FQ @B@&P>KHORMQBEABEBPMI>REK FQP
B>OIV M>DBP FQ FP OBMIBQB TFQE >QQ0>@QFSB MOLAR@
QLDO>MEP 3FK@B QEBOB FROPK JJEBOBQROB>A
QOV QL CL@RP LK QEB CKIMFBRD NLR TFIl KLQF@B
QE>Q FQ ILPQ JLKBV a > ILQ /K @88 > ILbA QEB
">|>K@B 3EBBQ BPMBI@F+IRRBQEQ4! ,F>?FIFQFBP
>KA %NREQBP FQ @L#BKV PROMOFPB QE>Q FQP »RAFQLOP
@LIMI>FK LC MLLO bFKQBOK>I @LKQOLIPc LK M>DBP

4EBOB T>P > QFJB TEBK FQ T>P P>FA QE>Q b>P - DLBP PL
DLBRIBOF@c7 BIl QE>Q T>P ILKD >DL )K - CFIBA
CLO ?>KHORMQ@V

+,8 4F8 B9 CC?8 B@CHGSEF

IMMIB #LJMRQBOP FPPRBA > ERDB >JLRKQ FK AB?Q FK  FK
PMFQB LC FQP E>SFKD >Q QEB P>JB QFJB > DOB*Q >P FK O
ILQ AB>I LC @>PERBEB&EBV PLIA >H > FPPRBA|LO ?LO

OLTBA AB?Q

(BOB >0OB IMWIBe>K@B 3EBBQP COLJ LQF@B
ELT ,LKD QBOJ $B?Q TBKQ COLIWBOL QL  "FIIFLK COLJ

)PFALOB #EOFP  *RKB ‘- ?>KHORMQ@V %KA LC >K BO> #.. -LKBV
EQQMP JLKBKK @LJ KBTP @LIM>KFBP DJ=?>KHORMQ@V

2BCBOBK@BP ">I>PPF * #LU * IMMIB TLTP J>OHBQ TFQE OB@LOA
?FIIFLK ?LKA AB>| 2BQOFBSBA 3BM COLJ EQQRRQBOP @LJ
>OQF@IB RP >MMIB AB?Q >MMIB TLTP J>OHBQ TFQE OB@LOA ?FIIFLK 7L
FA53"2% 4 "

EQQMP TIF@OLQOBKAP KBQ PQL@HP @E>0QP !0, >MMIB ?>I>K@B PEBBC
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QL #>I@RI>QB FQP $B?Q QL IPPBQP O>QFL CLO ?LQE
VB>OP
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6/>B3@ #/@93B (/B7=A
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6/>B3@ )3 B< "3/@<7<5 %CB1=;3A

,B>OKFKD /RQ@LJIBP

]
]

)K QEFP @E>NQHBII

BAF<78bH2BI>QFSBIRBC

<FBE<@<AZBETBBK 0OF@B QL3LRBI KA
QEB 00OF@B %>OKFKDP 2>QFL >P JB>PROBP LC 2BI:
QFSB-IRB

KC?BBAFSFABKAP >P > AFP@OBQFLK>QV J>K>DBC
F>l AB@FPFLK

IAGSECB?@FE>K@F> PQ>QBJIBKQP A>Q3 FKQL >l
QEB O>QFLP

BAASBGQEB $ROLKQ -LABI TFQE J>K>DBJBKQ
MBOCLOJ>K@B

2468 ?<@4GFQEB MLTBO >KA >RQEBKQF@FQV LC
CFK>K@F>| O>QFLP
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#/@9 3B (/B7=A

“)AG<B $4E>8G 'E<68 C8E F: 4R 4EA<A:F C8E

F:4E8

%BG86>0OKFKDP MBORAD3BBBQ )K@LJIB AFSFABA ?V
QEB KRJ?BO LC PE>OBP QEB @ bIR30OHXPPE>0OBP
LRQPQ>KAFKDO BU>IJMIB FC > @LJM>KV B>OKBA JFI
IFLK >KA E>P
PE>OB

>?1B

PE>OBP LRQPQ>KAFKD FQP %03 FP

4EFP O>QEBO QE>K QEB ALII>0O MOF@B J
RPBA >P > JB>PROB LC b@EB>MKBPPc
bBUMBKPFSBKBPPc LC > PQREYH b6
PQL@HPB DBKBO>IIV @E>0>@QBOFWBA ?
0% O>QFLP 4?H8 *GB@>V ?B QELRDEQ

LC >P PR@E ?B@>RPB FQP MOF@B a OBI:
FQB>OKFKDP a OBMOBPBKQP > bDLLA ?RV:
QEB JLKBVB @EB>NE®>K>IVPQ JRPQ

2B @LDKFW>KQ LC QEB MLPPF?FIFQV QE:
0% J>V >IPL JB>K QE>Q FQP CRQROB B>OK
MOLPMB@QP >OB DBKBO>IIV ABBJBA RKC

)K @LKQOPRIG: *GB6>FFIl OBCIB@Q
SBOV EFDE 0%P LK QEB ?>PFP LC DBKBO
LMQFJFPQF@ SFBTP LC CRQROB B>C
DOLTQE $LBP QEFP JB>K QE>Q B>OKF!
TFIIKB@BPP>@EM@E RM TFQE
MOF@EQR P>V QE>Q > @LEAVB%\Ve

QFJBP B>OKFKDP 4E>Q FP > SBOV
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QFJBP KBUQeB>OKFKDR OB OB
PLK>?IB O>QFL

(FDE 0%POB QEBB@ QEBFDBUMB@

Q>QFIQEB J>OHBQ CESP CRQROB DOLTQBLFK
M>KP8>OKFKDP P > @LJRISBAGKFKDP DOLT FK QEB
CRQROB QEB JRIQFMIB QE>Q LKB M>FA CLO EFP PE>OB
J>HFKD QEB MRO@E>PB TFQE QEB ?BKBCFQ LC EFKAPI

@ELF@B

&LO BU>JMIB FC > @LIM>KV B>OKP MBO PE>OB >KA
CLO FQP 0% TFIl BNR>l U B>OKFKDP NRFQB EFDE
bBUMBKPFSBc CLO TE>Q VLRLDBEBQEB B>OKFKDP
KBUQ VB>0 AL FKABBA DOLMBOREAOB QEB ?RVBO >Q
I>PQ VER®IOF @BNIRO@E>PBA QEB PQL@H CLO > JB>DB(
LOLKIV UKBUQ V&>8>OKFKDIR) > DLLA ABEBOB

CLOB @LJIM>KFBPFIFOE®. TQE BUMB@Q>QFLKP TFIl J>|
CBPQ EFDEBO 0% O>QFLP QE>K QEB ?LOFKD @LJM>KF
DOLTQE MOLPMB@.@FH >K>IVPQ JFDEQ E>SB P>FA QE>(
0% O>QFL FP KLT U ?RQ LKN®<UA-};BUMB@QBA B>OK
FKDP a FC P EB PL MOLMEBPFBA

IQ QEB QFJB QEFP FP ?BFKD TOFQQBK >SBO>DB 0% O>
3 0 )KABULC MR?IF@IV QO>ABA PQL@HP >OB >MM
J>QBIV b QFJBP B>OKFKDP ¢ 7EV TLRIA PLIBLKB M>V P!
JR@E CLO B>@E ALII>0 LC B>OKFKDP )K @LKQO>PQ
LTKBA PQL@HP FB QELPB KLQ QO>ABA LK QEB MR?IF(
TFIl E>SB JR@E ILTBO 0% O>QFLP
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/KB BUMI>K>QFLK E>P QL AL #RQE QEB
H<7<GL8@B)<H@PPL@F>QBA TFQE MR?IF@I
QO>ABA PQL@HP b,FNRFAFQVc E>P QL Al
QEB B>PB >KA PMBBA TFQE TEF@E > PBIIB(
@LKSBOQ >K >PPBQ FK QEFP @>PB PQL
@>PE TEFIB L?Q>FKFKD > P>IBP MOF@B
FNRFAFQY OBMOBPBKQP QE>QQORBBSEIRB F B
00BJFR] | TFQELRQ OBAR@QFLK FK MOF@B COLJ FQ
bFKQOFKPF@c S>IRB

)Q FP DBKBO>IIV SBOV B>PV QL ?RV >KA P
PQL@H !ll LKB KBBAP QL AL FP MI>@B >K LOABO TFQE
?20LHBO >KA M>V CLO FQ TFQEFK QEB OBNRFOBA QEOI
JBKQ MBOFLA CLO PQL@H 4EBOB FP >K >AABA LO MOBJ
FK QEFP IFNRFEFDFP TEV bOOFS>QB %NRFQVc FKSBPQ
@>K ?B PL MOLCFQ>?IB ! MOFS>QB @LJM>KV TFIl PBII >(
ILTBO 0% O>QFL ARB QL QEB I>@H)COIERRFARAKYV
FP I>QBO PLIA FK >K )0/ bFKFQFSIBAFNB@a.QEB MLFKQ
>Q TEF@E QFJB > PQL@H FP PLIA QL QEB MR?IF@ CLO QI
QEBOB TFIl ?B JR@E MOLCFQ QL DL >OLRKA

4EB QORB @LPQ LC ?RVFKD > MOFS>QBIV ETlKBA @LJNM
LKB TELPB PQL@H LO BNRFQV FP KLQ QO>ABA LK Q
PQL@H BU@E>KDBP FP KLQ BJ?BAABA FK QEB MOF@B |
?RVFKD PR@E MOFS>QB @LOMLO>QFLKP )K LOABO Q
MOFS>QBIV LTKBA @ULKB-E¥P QL PB>O@E CLO >K >MMC
MOF>0B LKB LKB QE>Q FP >IPL >S>FI>?IB QL MRO@E
FKSLISBA QFJB >KA QFJB FRIEBKB\/QBKQF>I ?RVBO FP
PMBKAFKD QFJB BKD>DBA FK QEB PB>O@E O>QEBO QE
LQEBO MOLCFQ>?IB LMMLOQRKFQFBP 4EFP FP KLQ >K
MR?IF@IV QO>ABA PQL@H FP @LK@BOKBA 4EBPB @L
OB>AFIV >S>FI>?IB CLO O>MFA MRO@E>PB >KA P>IB

-LOBLSB@®K LOABO QL ?RV > MOFS>QRKBLIRP®V
BJMILV QEB PBOSF@BP LC >K >QQLOKBV QL KBDLQF>C
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QEB AB>| ">KHBOP JRPQ ?B FKSLISBA ?B@>RPB MOFS>
FP RPR>IIV MRO@E>PBBBIB®E LCRBK ?LOOLTBA PRJIP
>P LMMLPBA QL QEB MRO@E>PB LC > JFKFJRJ KRJ?BO L(
LC PQL@H FK > MR?IF@IV QO>ABA PQL@H @LOMLO>C
CRKAP 4EBPB LQEBO @LPQP JRPQ ?B OBCIB@QBA >P
@LPQP >KA QERP RKABO QEB b,>T LC /KB 00F@Bc LRD
OBCIB@QBA FK QEB MOF@BP LC MR?IF@IV QO>ABA PQL
0OF@B OBNRFOBP QE>Q PFJFI>0O >PPBQP LRDEQ QL 7t
I>01V

4EBOB >OB @BOQ>FK ABJBOFQP QL GEB 0% 2
FKPQ>KIBOKFKOBR?GB@Q >@@MOR>I  >@@LRKQ
FKD>KFMRI>QFEL-KOBLSBA@LIM>KFBP TFQE SBOV ILT
LOKBD>QFSB B>OKHAFB>KFKDIBFR O>QF@LJ

M>KV TFQE ILT B>OKBPKIPLII>KA > OFAF@RILRPIV EFDE
0% ! @LIM>KV TFQE KBD>QFSB B>OKFKDP TFIl KLQ VFB
>Q >Il a FQ FP KLQ @LIMRQ>?IB

<I<78A7 0<8?7 caEE:4gR' c8E:4m

/KB J>V SFBT QEFP >P4QHBA 64F;

)8GHERE>Q > PQL@H J>V MOLSFA
CLO9>TOYL PQL@H >KA FQ

>K>KKR>l AFSFABKA LC b@¥PE

LK @>PE OBQRIOKFSFABKA VFBIA F

3LJB FKARPQOFBP TFIl OBCIB@Q EFDEBO AFS

ABKA VFBRE>K LQEEBBFABKAP >0

RPR>IIV M>FA COLJ @ROOBKQ KB F@

FC QEBOB >OB AFSFRBBKAP TLRIA E>SB

QL B M>FA COLJ OBQ>FKBA B¥IK

@>IIM>QROB O>QEBO QE>K DOLTQE @LJIM>

KFBRI>V EFDE AFSFABRRPVFBIA FDKLOBP MOF@B @E>K
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)Q FP BJFKBKQIV KLQBTLOQEV QE>Q QEB
ABKA VFBIA BU@IRABP >KV @>MFQ>| DOL
TEF@QE FP FKQBD@STCGEL PQL@He
+BG4? )8GHBK LQEBO TLOAP IQEB 4
2BQROK BNR>IP QEB AFSFABRBEBBIA
@>MFQ>| D>FK LO ILPP BUMOBPPBA FK
4L0>| @BKQ>DB QEOJER MRO@ BRXHIERL @H
2BQROK CLO >KA PLIAFQ >Q VLRO @>MFQ>I
D>FK TLRIA ?B  4EB 4.Q>1 2BQROK FP

)Q FP LCQBK @LKPFABOBA
MLPFQFSB:A42QE>Q >
@LIM>KV J>FKQ>FKP FQP
AFSFABKA FK QEB C>@B LC
ILPPBP APREAA?
<A:FKAF@>QBP  J>K>DB
JBK@® LMQFJFPJ >?LRQ
3FDK>IFKD cRQROB B>OKFKDP MOLPMB(
4EB AFSFABKA FQPBIC QERF
?LFIP ALTK QL > bERJ>K
AB@FPFLKc ?V QHB TLBQJe LC AFOB@QLOP O>QEBO Q
JB>PROB LC ?RPFKBPP MBOCLOJ>K@B MBO PB )C QEB"
QE>Q QEB CRQROB FP DLLA FQ J>V @ELLPB QL M>V AFS
FC QEB @LJM>KV FP MOBPBKQIV ILPFKD JLKBV

3FDK>I

<I<78A7 '4LBHG )4G<B ) +BGaR %!
* R %

AEFP O>QFL FKAF@>QBP QEB MBO@BKQ>DB LC
TEF@E FP M>FA LRQ QL @LJILK PE>OBELIABOP
FABKAP )C > CFOJ B>OKP >KA M>VP
FK AFSFABKAP FQP M>VLRQ O>QFL FP )
QEBOB FP MOBCBOOBA PQL@H QEB MOBCBO
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TLRIA CFOPQ E>SB QL ?B ABAR@QBA COLJ (
FK@LJB 4EB 02 CLOJRI> TLRIA ?B >AGRPQBA 02
#LJILK 3QL@H $FSFABKAP f .BQ )K@LJB a 00B
CBOOBA 3QL@H $FSFABKAP

)8SG8AG<BA)GS8 ) NY %!N +BG42R
%! ) R %!

4EFP O>QFL FKAF@>QBP ELT JR@E LCPQEB @l
B>OKFKDP >OB OBQ>FKBA FKQBOK>IIV CLO CR
>KA >P PR@E QLDBQEBO TFOE/QEBNCFOR
QEB CAODOLTQE MLQBKQF>I /K QEB KBUQ M>D
AFP@RPP QEB OBI>QFLKPEFM ?BQTBBK B>OKFK
>KA CFEJBOLTQE 4EFP TFIl ?B BUMIF@>QBA CR
?BILT FK QEB b%&. -LABI ¢ .>QR®2I\22
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|@<7<5A (3B3<B7=</<2 @=EB6

/RO TLOHFKD >PPRIMQFLK FP QE>Q QEB GRAFEBP > KBS
>MMBQFQB CLO DOLTQE )K LOABO QL DOLT FQP P>IBP
CRIIV FQP MOLCFQRQEBBIMERYJRPQ OBQ>FK PLJB LC F
B>OKFKDP >KA FKSBPQ QEBJ FK MOLAR@QFSB >PPBQ!
BUMILFQBA QL FK@OB>PB P>IBP FK QEB CRQROB

,BQRBU>JFKBEB CLIILTFKD @LIJM>KV

Assume: Net Income (Last Year) $100,000
And assume: | Equity (Last Year) $1,000,000
Therefore: Return-on-Equity (Last Year) 10%

If: Total Dividends $10,000
Then: Addition to Retained Earnings $90,000

)C QEB @LIVPRY# FP >PPRJIBA QL ?B @LKPQ>KQ FB L
LC QEL@BQBOFP MFHRRPQFLKP QEBK QEB KRJ?BOP KE
VB>O TFII ?B

Next Year’s Equity = Last Year’s Equity Plus the AR.E. = $1,090,000
$1,000,000 + $90,000 =
Assume again: Return-on-Equity (Next Year) = 10%
Therefore: Net Income (Next Year) = $109,000
(.10) ($1,090,000) =
Growth in Net Income = (109 +100)— 1= 9%

3L >P TB PBB B>OKFKDP OBQBKQFLK FP EB(MCRI CLO D¢
QEB @LJM>KV KLQ FKSBPQBA FQP 2% FK MOLAR@QF
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FQB% TLRIA E>SB AB@IBIRBALRIA FQP MOLPMB@QFS
DOLTQE O>QB #LJM>KFBP QE>Q E>SB DOB>Q DOLTQE
TFIl QEBOBCLOB M>V KL AFSFABKAP ARB QRPFBP ERKDE
QEB BKQFOBQV LC FQP .BQ )K@LJB >P IAAFQFLKP QL
%>0OKFHIBFLOABO QL FK@OB>PB FQP >PPBQP
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*63 &, &@713B= ==9, [:C3
/<2 & &@713 /@<7<5A (/B7=A

4EB MOF@B LC > PQL@H >ILKB ALBP KLQ QBII VLR >KVQE
FQP S>IRBHB QTL PQL@HP LKB LC TEF@E FP QO>AFKD
>KA E>P PE>OBP LRQPQ>KAFKD TEFIB QEB LQF
QO>ABP >Q >KAE>P PE>OBP LRQPQ>KAFKD 7EF(
LKB E>P DOB>QBO S>IRB 4EBV >OB ?LQE QEB P>JB

)KPQB>A TB TFII ILLH >Q OBI>QFSB S>IRB FB MOF@B
QL BFQEBO LC QTL JB>PROBMRBLLE BIBO PE>OB >KA
%>0KFKDP MBO PE>OB %03IRBLMEBO PE>OB FP JB>
PROBA ?V QEB >@ @LRRPBRBRIBKQ LC QEB ®LIM>KVe
BNRFQV BU@IRAFKD MOBCBOOBA PQL@H FC >KV AF
@LIM>KV&ERJ?BO LC @LJILK BNRFQV PE>OBP LRQPQ>}
J3/ 7 B>IOB>AV HKLT ELT QL @>I@RI>QB %03

,BOB Q>HB QEB BU>JMIB LC QTL @LIJM>KFBP QE>Q E>
P>JB PE>OB MOF@B QEB P>JB KRJ?BO LC PE>OBP LRQ
?RQ AFEDBKQ ?LLH S>IRBP MBO PE>OB FB >PPBQP JFKI
FQFBP AFSFABA ?V QEB KRJ?BO LC PE>OBP LRQPQ>KAF
PQL@H FP > ?BQQBOMS@RBEP > ?BQQBO FKSBPQJBKQ

Number of Shares Accounting Book Stock Market
Qutstanding Value per Share Share Price

LCM Co. 1,000,000 $75 $100

TC Co. 1,000,000 $50 $100

IQ QEB P>JB MOF@®B RIE>Q ,#- FP > ?BQQB@-?RV
MOLSFABP DOB>QBO "6 CLO B>@E ALII>GHE>PEA0B MOF
TEFIB QEB J>OHBQ-MEB®BP KLQ KB@BPP>OFIV QBII VL
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TEBQEBO QEB PQL@H FP > bDLLA?PRERQLIQGP EBOB
E>SB QEB P>JB MOF@B >(HEBOB FFRBPQFLK >P QL
TEBQEBO "L6HRB FFOB>PLK>32HB-PROB

4EB  ?>I>K@B PEBBQ MBOPBIB@OFEEDLRKQ
FKDLLHS>IRBc LO QEB @LMVKBG >PPEEMFQ@QBA
>?LSB  FP CO>RDEQ TFQE QEB J>KV FKQB
QFSHR @ORPI@LRKQFKD MOL?IBJP BKRJBO>QBA |
IFB®PMB@FCF@EBIVBKRIBO>QBA CLRO E£PBEBP
FRFHBIWLOB EFPQLOF@>| ?F>P BJ?BAABA FK ?LLH S>IRB
FK B>OKFKDP /K QEB LQERF@HAL "LLH 0"6 QBKAP

QL ?BJLOB PQ>3B>PROB QE>K QEB 0%RIDQERO

"6 FDKLOBP ELT TBIl J>K>DBJBKQ RQFIFWBP QEB >PF
MOLAR@FKD B>OKFKDP CLO PECHHDAB@BOQ>FKIV
J>QQBO %>OKFKIERQUBPQ PE>OBELIABOP CL@RP LK

*H 4EL 'E<68 GB BB#A?HS8

'EB
] -LOB PQ>?IB QE>K 0%
BA
] 3R?GB@Q QL >@@OR> >@@LRKQFKD FAFLPVK@C
] -LPQ PE>OBELIABOP CL@RP LK B>OKFKDP
] )DKLOBP J>K>DBJBER@®QFSBKBPP

m IPPBQ RQFIFW>QFLK
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m %>0OKFKDP MOLAR@QFLK

IKLQEBD>V LC J>HFKDBSEPBPPJRKQTEBQEBO QEB
PQL@H MOF@B FP bC>FOc LO RVQLITHRD 2&) QEB
PQL@H&6 O>QFL FB OOF@B MBO PE>OB f %>OKFKE
PE>ORLT JR@E ALBP QEB MOLPMBGERRSEEDB
ELIABO MSMS PE>OB QEB PQE@H.OABD ERIL

bB>OKc PL JR@E FK QBOJP LBJBI3BO QE>Q QEB
PE>OBELIABO FP JLPQ FKQBOBPQBA FK B>OKFKDP MBO |
QE>Q FP QEB PLRO@B LC EFP AFSFABKAP >KA OBQ>FKI
MLOQFLK LC TEF@E BR @KRQO>PQ QL QEB CFOPQ >MM
QEFP >MMOL>@E FP FK@LJB PQ>QB3BKTBEORERQBA
4578 GB 64?76H?4G8 "* 4A7 ' <A78C8A78AG?L

[ Lcm | TC |

Market Price (per share) P $100 $100
Net Income NI $1.0 million $100,000
Number of shares outstanding NOSO 1 million 1 million

Earnings per share (= NI + Sh.) EPS 1,000/1,000 = $1 | 100/1,000 = $0.10
P/E ratio (=P + E) P/E 100/1 = 100x 100/0.10 = 1,000x

%03>0B >KA MBO PE>0OB CLO ,#- >KA 4# OBPMB@
QFSBAB>OINELTBSB@- FP b@EB>MBBGQE > 0% O>QFL

LC U B>OKFKDEBOB>P 4# OBCIB@QP > O>QFQEC U
B>OKFKDPC VLR >@@BMQ 0% >P > S>IFA S>IR>QFLK M
JB>PROBEB0% O>@MOBPBKQBA FK QEFP BU>JMI
>OBR@EFDEBO QE>K TFIl 7B QVMF@>11V CLRKA FK QEB.
a BSBK FK DLLA QFJBP
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7EBK >K FKSBPQLO MRO@E>PBP > PQL@H P EB FP J:
FKSBPQJBKQ FK QEB @LIREIRYY QL DBKBO>QB MOLCI
4EFP FP KLQ QL P>V QE>Q QEB >PPBQP E>SB KL S>IRB
FQP FK QROK TFIl ?B BFQEBO AFPQOF?RQBA QL QEB PE
@>PE AFSFABKA a LO OBQ>FKBA ?V QEB @LOMLO>QF
OBFKSBPQBA FK >AAFQFLK>l >PPBQP QE>Q PELRIA M(
JLOB MOLCFQP DLFKD CLOT>0A

7 B E>SB >I0B>AV @FQBA QEB ?>PF@ MOL?IBJP FK RQFIF
FJ>QB >@@LRKQFKD A>Q> FK QEB @LROPB LC CFK>K(
7 >P b?LLH S>IRBc RPBCRI FK QEFP BU>JMIB )K OB@BK(
J>K>DBJBKQ >KA FQP >@@LRKQ>KQP E>SB ?BBK SBOV |
FK QEB MOBPBKQ>QFLK LC >@@LRKQFKD PRJJ>OFBP
>?IB >@@LRKQFKD TFPB 4EB >K>IVPQ E>P QL ?B @LDK
>IQBOK>QFSB >@@LRKQFKD MOBPBKQ>QFLKP a ?LQE |
KLQ

.LQB OBD>0OAFKD %03 @>I@RI>QFLK

4EB @>I@RI>QFLK CLO %03 MOBPBKQBA >?LSB FB KB(
QEB KRJ?BO LC PE>OBP LRQPQ>KAFKD FP PFIMIFPQF@
2B RPBA LKIV TEBK ?BQQBO A>Q> >0B KLQ >S>FI>?IB

)K C>@Q QEB >@@LRKQ>KQ TFII MOBPBKQ ?LQE
>KABFIRQBR603 QEB @>I@MEQBLKEF@E >OB NRFQB
FKSLISBA 4EBRABKOIVRRPQ @ELLPB TEBQEGP QL
IFWB QEB ">PF@ %03 A>QRJ FK @>|@RI>QERIEEB 0% C
$FIRQBA SBOPFLK

4EB $FIRQBA A>QRJ >PPRJIBP QE>Q @LKSBOQF?IB >K
b@LIMIBUc PB@ROFQFBP E>SB ?BBK @LKSBOQBA QL
OBPRIQP FK > ILTBO %03 KRBTBEBLOBQF@>| PRMMLPFQI
FKEBOBKQ FK QEB $FIRQBA B>OK¥KBIRBOFQREBM
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MOLMOF>QB CLO RPB FK OFKSYEB>BWVBR LC PLIB >K>
IVPQP
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(/IB7= </.GA7A F 3@17A3

9LR >OB DFSBK QEB ?>I>K@B PEBBQ >KA FK@LJB PQ:
CLO# #LOMLO>QEQE@B QEB ?>I>K@B PEBBQ FP KLQ |
PBKQBA PFAB ?WPRRRI>QB B>@E LC QEB CFK>K@F
O>QFLP MOLSFABACLOLSBEFFB>®CK QEB KBUQ
M>DRBJBJ?BO  Qi>SBO>EEK QEB  >MMOLMOF>QB
MI>@BP @LIM>KV ABP@OFMREQKILOBP >@@LIM>KV
QEB PQ>QBJBKRQFFII KLQB QE>Q QEFP @LIM>KV E>P M
CBOOBA PQL@H QERP @LIMIF@>QFKD @BOQ>FK O>(
)KPQOR@QFLKP OBD>OAFKD >AGRPQJBKQP CLO 00BCE
CLRKA FK 3B@QFLK  ?BILT
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($ Millions)

This Year Last Year
Cash and Equivalents 1,000 500
Inventories 5,000 6,000
Accounts Receivable 2,000 2,500
Total Current Assets 8,000 9,000
Property, Plant & Equipment 9,000 9,500
Other 1,000 1,100
Total Long-term Assets 10,000 10,600
Total Assets 18,000 20,600
Accounts Payable 4,500 6,350
Short-term Debt 2,000 2,200
Total Current Liabilities 6,500 8,550
Long-Term Bonds 7,000 7,300
Mortgage Bonds 1,000 1,300
Total Long-term Liabilities 8,000 8,600
Preferred Stock 1,000 1,000
(1 million shares issued & outstanding
Common Stock 500 500
(50 thousand shares issued &
outstanding)
Retained Earnings 2,000 1,950
Total Owners Equity 3,500 3,450
Total Liabilities + Equity 18,000 20,600
This Year
Cash Sales 15,000
Credit Sales 30,000
Total Sales / Revenues 45,000
(Cost of Goods Sold) (35,000)
Gross Profit 10,000
(Selling, General, and Admin. Expenses) (8,300)
(Depreciation and Amortization) (1,500)
Earnings Before Interest and Taxes (EBIT) 200
(Interest Expense) (100)
Earnings Before Taxes (EBT) 100
(Taxes at 30%) (30)
Net Income 70
(Dividends Paid to Preferred Shareholders) (25)
ividends Paid to Common Shareholders) (10)

Addition to Retained Earnings

35
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)=:CB7=<*3;>:/B3 4=@ (/B7=
</[.GA7TA &@=0:3;

&LO QEB J>OHBQ O>QF:PPTRIBT>
J>OHBQ MOF@B MBO @LJJLK PE>OB LC

7E>Q NRBPQFLKP ALBP B>@E LC QEB|O>QFLP
O>FPB .>JB >Q IB>PQ LKB NRBPQFLK MBO
O>QFL

+;<F G8@C?4G8 <F @478 9BE G;8 GLC<64?
6B@C4AL);<6; ;4F AB CEB9SHH
FGB63LQB QE>Q FK @LJMIBQFKD QEFRP
TLOHPEBBQ >AGRPQJBKQP TFIl E>SH QL ?B
J>AB CLADBCBOOBA 8QESBKRO
BU>JMIB
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Ratio

Formula

Solution

Current Ratio

CA/CL

Quick Ratio

(CA—TInvt’y)/ CL

Average Collection Period

(AR / Credit Sales) x 360

Inventory Turnover COGS /Invt’y

Debt to Net Worth Total Debt / Total Equity
Debt to Total Assets Total Debt / Total Assets
Times Interest Earned EBIT / Interest Expense

Gross Profit Margin

Gross Profits / Total Sales

Operating Profit Margin

Operating Profits / Total Sales

Pre-Tax Profit Margin

Pre-Tax Profits / Total Sales

Net Profit Margin Net Income / Total Sales
Return on Assets EBIT / Total Assets
Return on Equity Net Income / Total Equity

Sales to Fixed Asset Turnover

Total Sales / FA

Sales to Total Asset Turnover

Total Sales / Total Assets

Price/Earnings Ratio

Common Share Market Price / Earnings

Per Share

Dividend Yield

Common Dividends / Market Price

Dividends Per Share / Price Per Share

Payout Ratio (PR)

Total Dividends / Net Income

Dividends Per Share / Earnings Per Share

Retention Rate (RR) (Net Income — Total Dividends) / Net
Income
1-PR

PR +RR PR +RR
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)=:CB7=<4=@ (/1B7= </.GA7TA &@=0:3;

7EFIB QEB J>QEBJ>QF@>| PLIRQFLKP >OB KLQBA EBOB"
PELRIA >IPL ?B >?IB QL O>FPB PLJB NRBPQFLKP ?RQ KL
P>OFIV >KPTBOP FK @LKKB@QFLK TFQE QEB O>QFLP |
.LQB QE>Q TB E>SB KLQ FKAF@>QBA >KVQEFKD >?LRQ
M>KV QERP VLRO NRBPQFLKP TFIl ?B bDBKBOF@ c &l
ABMQE FIIRPQO>QFLK LC QEB QOB>QJBKQ LC 00BCBOC
QEB KBUQ M>DB
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Ratio Solution
Current Ratio $8,000 + 6,500 = 1.23x
Quick Ratio (8,000 — 5,000) + 6,500 = 0.46
Days Sales Outstanding {[(2,000 +2,500) + 2] + 30,000} x 360 =27

Inventory Turnover

35,000 + [(5,000 + 6,000) = 2] = 6.37x

Debt to Net Worth

(8,000 + 6,500) + 3,500 = 4.14:1

Debt to Total Assets

(8,000 + 6,500) + 18,000 = 0.806

Times Interest Earned

200+ 100 = 2x

Gross Profit Margin

10,000 + 45,000 = 0.2222

Operating Profit Margin

200 + 45,000 = 0.0044

Pre-Tax Profit Margin

100 -+ 45,000 = 0.0022

Net Profit Margin

70 + 45,000 = 0.0016

Return on Assets

200 + [18,000 + 20,600) + 2] = 0.0104

Return on (Total) Equity

70 + [3,500 + 3,450) + 2] = 0.0201

Return on Comm. Equity

(70 - 25) = [(2,500 + 2,450) + 2] = 0.01818

Sales to Fixed Asset Turnover

45,000 + [10,000 + 10,600) + 2] = 4.37

Sales to Total Asset Turnover

45,000 +[18,000 + 20,600) + 2] =2.33

The following ratios were adjusted for the presence of Preferred Stock

Earnings Per (Common) Share

(70 — 25) =+ 50 = $0.90 per share

Price/Earnings Ratio (Comm.)

$10+$0.90=11.11x

(Common) Dividends Per Share

10+50=150.20

(Common) Dividend Yield

0.20+10=0.02

Payout Ratio (PR) — (Comm.)

10 + (70 - 25) = 0.2222

Retention Rate (RR)

35+ (70— 25) = 0.7777

PR +RR

0.2222 +0.7777 = 1.00
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28CAB:3<BA B= JA71 7</<17/:
(/B7=A 4=@ =;>/<73A*6/B /B
L£@343@@32 )B=19

-LPQ @LIM>KFBP AL KLQ FPPRB MOBCBOOBA PQL@H -
@LIM>KV ALBP E>SB MOBCBOOBA PE>OBP LK FQP ?>I>
@BOQ>FKGBIGRP KBBA QL ?B QHRBIB LC QEBK>K

@F>1 O>QPLP>RMOBPBKQBA LK QEB CLOBDLFKD M>DBP

&LO QEB BU>JMIB GRPQ DFSBK ">I>K@B 3EBBQ >KA )
3Q>QBJBKQ EBOB >OB QEB OBIBS>KQ >AGRPQJBKQP
FAB> FP QE>Q QEB MOBCBOOBA PE>OBELIABOP @LJB
QEB @LJJLK PE>OBELIABOP 4EBOBCLOB FK@LJB b>S>
QL @LJILK PE>OBELIABOP JRPQ ?B >AGRPQBA P VLR
KLQB QEFP KBT CRIBRDBP-DQEBO A>Q> >KA O>QFLP ! P
J>0OV Q>?IB CLIILTP
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(Millions)
Adjustments |
Net Income $70
Preferred Dividends (25) | Ratios
Net Income Available to 45
Common Shareholders
Common Dividends (D) (10) Payout Ratio = 10 + 45 =22.2%
Addition to $35 Retention Rate = 35 + 45 =77.8%
Retained Earnings (ARE)
Net Income Available to $45
Common Shareholders
Number of Common 50
Shares Outstanding
(NOSO)
Earnings Per 45+50 EPS = $0.90
(Common) Share
Market Price Per Share $10
(observed price)
Price Earnings Ratio 10 +0.90 | PE=11.11x
Common Dividends 10 +50 D +NOSO = $0.20
Per Share
(Common) 0.20+10 Common Dividends + Price = 2.0%
Dividend Yield

4EB CLIILTFKD M>DB BUSHPRREB BE@Q LC 0OBCBOOBA
3QL@H LK %>0OKFKDP 2BQBKQFLK
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Net
Income
$70
Less:
Preferred
Dividends
8§25
Equals:
Net Income
Available to
Common
Shareholders
$45
Common ARE
Dividends
$35
$10
Payout Ratio: Retention
10/45= Rate
22.2% 35/45=
77.8%

%UEF?FQ CB@Q LC 0OBCBOOBA 3QL@H LK %>0OKFKDP 2
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4EB >K>IVPQ TFIl T>KQ QL @LIJM>0B EFP A>Q> >KA O>
LQEBO @LIM>KEB®B >0OB KRIJBOLRP PLRO@BP CLO F
FKARPQOV (B€B->0B PLJB RABERI

4775*-: [

"0- 1:3 )6)/-5-6< :;7+1)<176 LO 2-! LK@B HKLTK

>P 2L?BOQ -LOOFP IPPL@F>QBP 2-1 E>P > A>Q>?>PB
CFK>K@F>I O>QFLP CLOLSBO  @LJIM>KFBR $>Q> >Ol
KFWBA ?V 3)# FKARPQOV @LABP QIENTD

$RK >KA "O>APQABBYY' ¢ 4EFP @LKPFPQP LC LSBO JFI
IFLKCFOJP

6>IRB.FKB )KSBPQJBKQ IEBSF@ESBO GRPQ >?LRQ
CFOJP ?RQ >IPL MOLSFAB FKSBPQJBKQ O>QFKDP CLO (

4EB $BM>0QJBKQ LC #L.JIJBO@B

1<)6,): ,)6, 77: | LOb30c

77.Al ;

')077 16)6+-
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76-A -6<:)4

7 B HKLT QE>Q O>QFLP AL KLQ MOLSFAB >KRKIBOR 3FJFI>OI\
PFKDIB O>QFL >ILKB @>K MOLSFAB >K FKQBDO>QFSB SFBT 1
CFOJ IK>IVPFP OBNRFOBP > @OLPP PB@QFLK>I >MMOL>@E

#OLPP PB@QFLK> >K>IVPFP TFIl OBNRFOB @LJ?FKFKD O>Qf
>@OLPREBEBKQ FKARPQOV @>QBDLOFBP FK LOABO QL DBQ
MF@QROB LC QEB DLFKDP LK LC QEB CFOJ
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)=;3"7;7B/IB7=<A =4 7</<17/.
(/B7=A

IP TB E>SB IB>OKBA JLPQ CFK>K@F>I O>QFLP @LK
>@@LRKQFKD A>Q> TEF@E >0OB IFJFQBA FK FKQBOMC
KBPP ?RQ J>V ?B >Il TB E>SB 4EB >PQRQB >K>IVPQ FP
LC QEFP >KA J>HBP >MMOLMOBXQB!EBGRIEX @FMIB

LC):*)/-16 )*)-7=<  >IT>VP MBOQ>FKP 2>QFLP >OF

RPBIBPP FC QEB >@ @LRKQFKD>ABRPMEERD (B2 >OB
PLJB FPPRBP QL ILLH LRQ CLO

++:=)4 ++7=6<16A>Q> J>K>DBJBKQ?>DB
FK >0?>DB LRQ

#LIM>KFBP BKD>DBAFK616/; bTFKALT

AOBPPFKDc FK LOABO QL J>HB QEBFO PQ>QBJB
>MMB>0 FK > @BOQ>FK J>KKBO BU>IMIBP FK@
MRIIFKD CLOT>0A LO ABCBOOFKD >@QR>| BUME

|@@LRKQFKD MLIFREBE@IELLKB CFOJ QL
>KLQEBGHFKD @OIB@®@@FLK>| >K>IVBFP AFC
@RIQ BLBJIMIB LKB @QLIWRRBP &)&/

TEFIB >KLQEBO R&BP ,

2>QFLP >OB bPQ>QF@c >KA AL KLQ KB@BPP>OF
CRQROB OBI>QFLKPEFMP

' O>QFL @>K EFAB MOL?IBJP IVFKD RKABOKB>QE
BU>JMIB TLRIA ?B > EFDE 1RF@H 2>QFL EFAFKD
ILQ LC ?>A>@@LRKQP OB@BFS>?IB

,F>?FIFQFBP >0OB KLQ >IT>VP AFP@ILPBA >K BU>
TLRIA ?B-76<16/-6>?FIFQFBP ARBPREQ
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3FK@B FQ J>V a LO J>\BsMBK QEB >@@LRK
Q>KQ TFII KLQ AFP@ILPB FQ 4EBOB E>P ?BBK KL
>@QFLK 4EFP J>V >MMB>0 FK QEB CLLQKLQBP

#LIM>KFBP >OB LCQBK FK JRIQFMIB IFKBP LC ?R
KBPP 4EBOBCLOB FABKQFCVFKD >K FKARPQOV
SFOQR>IIV FIMLPPF?IB J>HFKD @OLPP PB@QFL
>K>IVPFP ERBEIQFSB

)KARPQOV ?BK@EBBBHIFOFLO MOBR.CQBK
LKIV >MMOLUFJ>QRAPK>@ @RO>8B LKBP
QE>PL QEBOB >OB LCQBK A>Q> BKQOV BOOLO
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6/>B3@A (3 D73E 'C3AB7=<A

#>1@RI>QB >P J>KV CFK>K@F>| O>QFLP >P|VLR @>K |
QEB @LIJM>KV COLJ QEB I>PQ MCRBBIFBYLRO
A>Q> TEBOB >ASFPBA

&LO B>@E O>QFL MOLSFAB PLJB TOFQQBK @LJJBKG
>KA >K>IVPFP

3BB ELT J>KV O>QFLP COLJ B>@E LC LRO PFU @>QBL
VLR HKLT >IOB>AV ?V OLQB JBJILOV
FNRFAFQV
3LISBK@V
0OLCFQ>?FIFQV
4ROKLSBO
2BQROK
->OHBQ 2>QFLP

(LT >OB QEB ,FNRFAFQV >KA 3LISBK@V O>QFL @>QBI
AFRCBOBKQ COLJ LKB >KLQEBO

7EVALTBRPB FK @>I@RI>QFSBQHBA #L|
IB@QFLK OBG#LA 5KABO TE>Q O>QFLK>IB J>V
A>VP 7B >ASFPBA

)JKQEBO TEV >0OB #OBAFQ 3>IBP FK JLPQ |[@>PBP
I>OBO QE>K |@@LRKQP 2B@BFS>?IB

7EV AL TB RPB %")4KA KLQ .BQ )K@LJB FK @>I@R
I>QFKD QEB 2BQROK LK !PPBQP

7EV ALK® TB RQFIFWB QEB >@@&BRKQEOQECFD
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ROB >P > JBQOF@ CLO @LIJM>KV S>IRB
(LT AL 0OF@B %>OKFKDP >KA 0OF@B QL "L
FIRPQO>QB > @RISR

$BCFKB b,LKDFQRAFK>Ic >KA b#OLPP PB@
@>K VLR RPB QEBPB @LK@BMQP FK VLRQ
PFP

7E>Q FP QEB BKA DL>I LC 2>QFL 'K>IVPFP

(LT FP FQ QE>Q > PQOLKD BDINM>KYOQ LM
>QBP TFQE KBDSQHIEKD #>MFQ>| 7E>Q
FRA7=:SFBT

7E>Q ?BKBCFQP ALBP QEB IDFKD 3@EBAR

7E>Q FP QEB OBI>QFLKPEFM ?BQTBB®:s $E
IPPBQP O>QFL >KA > @R ABRKQBOBPQ ¢
O>QFL

7E>Q FKARPQOFBP QBKA QL E>SB DOB>Q

OBI>QFSB QL 'PPBQP (LT AL QEBV J>K>DB
MIFPE QEFP TFQELRQ FK@OB>PFKD QEBF

7E>Q ?BKBCFQ JFDEQ QEBOB ?B QL RPFKL
IPPBQP O>QEBO QE>K QEB JLOB MLMRI>O
O>QFL

)P > ILT4)%2>QFL >IT>VP > ?>A QEFKD 5KAH
@FO@RJIPQ>K@BP JFDEQ > @LIJM>KV QLIE

(>SB VLR CFDROBA LRQ VBQ TEBQEBO 0>(
>KPTBOP

7E>Q QTL HBV MFB@BP LC FKCLOJ>QFLK A
-LABI CL@RP LK

)K TE>Q QB@EKF@>I O>QFL T>VP >OB b'O
b6>IRBc PQL@KBABEQ COLJ LKB >KLQEBO

7E>Q FP JB>KQ ?V bPFDK>IFKDc
7E>Q FP JB>KQ ?V > b,FNRFAFQV 00BJFRJGa

LH O>QFLF

DFLK>I ¢ (L
@LIM>KV

BO

B MOLSFA|

32Q QL 4
h>OKBA

>JLRKQP Lt

QL >@@LJ
D ABC>RIQ

QEB $B?GQ
$B?Q QL %
30 TE>Q
BO>QB > IL
DFLP MOLS
LBP QEB $

LTQEC >KA
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OOLSFAB PLJB OB>PLKP TEV QTL @LIJM>KFBP TEF@E
>OB FABKQF@>I FK >l OBPMB@QP JFDEQ|E>SB O>AI
CBOBKITDKLSBO O>QFLP

,FPQ >KA AFP@RPP PLJB IFJFQ>QFLKP LC CFK>K@F>
ICQBO >ll QEFP @>K VLR bE>KAIB QEB QORQEC




+44+:.  [-+2

6/>B3@ /A6 :=E
3>@317/B7=< /<2 7</<17]:
&@=831B7=<A
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6/>B3@ 756B "3/@<7<5 %CB1=;3A

,B>OKFKD /RQ@LJIBP

]

)K QEFP @E>NQHBII

<998BAG<4@BQTBBK QEB Q>PHP >KA @>
LC FKQBOK>| >KA BUQBOK>| CFK>K@F>|

@C?8@S8AIEB KLQFLK LC )K@OBJIBKQ>IA
CLOB@>PQFKD

4G8:BE<M8LOMLO>QB FKSBPQJBKQ >P |
Q> 0OLMBDEKQ %NRFMJIBKQ >KA FKSBK

89<A80#LPQ LC #>MFQ>Ic >KA FQP MI>@}
CLOB@>PQFKD

BES64FGK )K@LJB 3Q>QBJBKQ ?>PBA LK
>PPRIMQFLKP

KC?4</QEB K>QROB >KA ?BKBCAQ LC QE
3EFBIA

M>?FIFQFE
>K>IVPQP

PJ FK
"K@OBJBK
‘QLOV

3 FK MOLG|
DFSBK

B4

.LOB 2BSFBT NRBPQFLKP CLO #E>MQBOP %FDEQ >KA .F
>MMB>0 >Q QEB BKA LC #E>MQBO .FKB
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'EB  9BE@@BCBOP QL BUMB@QBA
CRQRUBK>K@F> LRQ@LJBP RPFKD @BC
>PPRIMQFUEB CFK>K@F>| >K>IVPQ D>QE
BOP FKCLOJ>QFLK COLJ KRIJBOLRP PLRO
7EBOB EB DBQP EFP EBO FKCLOJ>QFLK |
ABMBKADBIV LK TEL P EB FP 4EBOB >OB
QTL MLPPF?FIFQFBP

AEB<AGSEA@POMLO>QB >H>B/PQEB
>K>IVPQ TEL TLOHP CLO >KA bFKPFABC (
@LOMLO>DALI®LIIB@Q FKCLOJ>QF LR SIRLENEB
M>K¥BM>0QJBKQP FK@BABRBKD MRO@BIPRKD
FPQO>QFLK B@L¥{AR@EE®>@FE TEF@E TFIl bPFDK
LCc LK QEB A>Q> QE>Q P EB FK@IRABRK@HDR EBO
GB@QFLKP 4EFP >K>IVPRAFFF@EIMFIFKD QEB A>Q>
JB>KFKDCRIIV MOAGB@QFKD QEB OBI>QFSB MOLCFQ>"
EBK@B TLOQEFKBPP LC >IQBOK>QFSB >KA PLIBQFJBP (
MLPPF?IB FKSBPQJBKQ AEBLGR@NYEPB FP QL BKD>DB
FK@LOMLO>QB &FK>K@F>I 0I>KKFKD

&LO BU>JMIB QEB P>IBP MOLGB@QFLKP J>V @LJB COLJ
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HBQFKD ABM>0QJBKQ 4EFP ABM>0QJBKQ J>V MOLSFAE
>KA MOF@FKD A>Q> TEF@E QEB >K>IVPQ @LJIMFIBP >k
FK EFP EBO MOLGB@QFLKP 4EB >K>IVPQ J>V >PH QE>Q
JBKQPFDK ®CK QEFP MLOQFLK LC QEB LSBO>Il MOLGE
>KA QEBOB?V Q>HB PLJB OBPMLKPF?FIFQV CLO QEB A>
QFSBOEB >K>IVPQ J>V FKSBPQFD>QB QEB OB>PLK>?IBKI
A>Q> >KA MOLSFAB >IQBOK>QFSB MOLGB@QFLKP

AEBSKGSEA®PB@ROFSIERPQ  FB LKB  TEL
FIKL@JIMILVBA ?V QEB PR?GB@Q @RV IMBOIEELMP
TEL TLOHP FKPQB>A CLO > CFK>K@F>l FKPQ
QEE>APLIBFKSBPQJIBKQ LO BKREQRPQEB @LOMLO>
QFLRFII KLQ E>SB >@@BPP QL QEB PIBCESIR>?IB
QFLKKA A>Q@E>Q QEB FKQBOK> @LOMLO>QB >K>IVPQ 1
4EB JBQELAP P EB RPBPUBO ARDN@LOAEREVQBOK>|
>K>IVPQ ALBP KLQ E>SB >@@BPP QL QEB@ASD> OBD:
MLO>EBSBPQJBKQ MOLGB @SHFEE@RGBKIE GRPQ
@LJFKIK IFKRO OB@BKQIV @>JB 3LEBFKBEBOB
CLOEFIIRPB MR?IF@ CFK>K@F>I PQ>QBJBKQP FK LOABC
FKCBOBK@BP >?LRQ QEB @ DUMIQEQRIHESMB@QP
CRQROB PE>OB MOF@B

7EBK TB FKAFSFAR>IP QEFKH LC bFKSBPQFKD ¢ J>KV
QEFKHAKSBPQFHIME®HP >KA ?LKAP 4EFP FP KLQ QVMF
TE>Q @LIM>KFBP FKSEPQRKKLK CFK>K@®BLDML
O>QFLKP bFKSBPQc FK

,BQ RP OBJBJ?BO QE>Q EBOB TB >OB >Il CFK>K@F>I
>KA EBK@B TB Q>HB LK > b@LOMLO>QB MBOPMB@QF
PBKPB7:87:)<-FKSBPQJBKQ OBCBOP QL QEFKDP QE>C(
CFK>K@F>l @LOMLO>QFLKP FKSBPQ MX16FK LOAB
<)16>KA: 7? QEBFO ?RPFKBPPBP 3R@E FKSBPQJBKQP F
?RQ >OB KLQ IFJFQBA QL QEB CLIILTFKD

] OOLMBO@YKQ >KA BNRFMJIBKQA 0
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] )KSBKQLOV
] 2BPB>O@E $BSBILMJBKQ 2$ aTB TFII KLQ
AB>| TFQE 2 $ FK LRO CLOQE@LJFKD AFP@RPPF

3LJB SBOV RPBCRI ABCFKFQFLKP

] %UMBKPEDBAR@QFLK AB?FQ QL OBSBKRBP
OBMLOQBA LK QEB )K@LJB 3Q>QBJIBKQ 3LJB
BUMBKPBP FKSLISB QEB JLSBJBKQ LC @>PE BT
T>DBP LQEBOP ALKLQ BD ABMOB@F>QFLK

] %UMBKAF@RSBISBP QEB JLSBJBKQ LC @>PE a
>K LRQI>V LO LRQCILT LC CRKAP TEF@E J>V BF(
2B BUMBKPBA >KA LO @>MFQ>IFWBA )C b@>MF
FQ TFIl ?B BUMBKPBA >P ABMOB@F>QFLK LSBO |
VB>OP ® % CFQ QEFP @>2BIEJOBO
I>KA bMOLMBOQVc FP KLQ ABMOB@F>?IB BSBK
FQ FP @>MFQ>IFWBA )K @LKQO>PQ @>PE AF:
>OB BUMBKAFQROBP QE>Q FKSLISB @>PE LRQI:
ABKAP >OB KLQ BUMBKPBA ?B@>RPB QEBV >0B
QL QEB LTKBOP

"BILT VLR TFIl CFKA PLJB BU>JMIBP LC BUMBKPBP >|
BUMBKAFQROBP

%UMBKPB %UM
7 >DBP 9BP 9B
$BMOB@F>QFLK 9BP L

00OLMBOQV L 9B
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&@= =@;/ &@=831B32A6 :=E
<[:GATA

%PQFJ>QFKD CRQROB @SBBEBDHFAFKQBOK>| LO
BUQBOK-QEB >K>IVPQ FP FKSLISBA FK MOLGBG
CRQRSE® @LRKQARDCFQP >KA LCQBK JLOB FIMLOQ>t
MOLGB@B@&»PE CILTK LOABO QL D>QEBO QEBPB A>(
QEB FKQBOK>| >K>IVPQ JRPGCBGRISE ABM>0QJBKQP
QEBOB@MVFKD @LOMLO>QR: BNEAB@RL @LIMIBQB
QEB GL?

&LO B>@E LC QEB CLIILTFKD FKAF@>QB COLJ TEF@E Al
QEB MOLGB@QFLKP JB\D @BMBLKLIF@P J>OHBQFKD
MRO@E>PFKD BQ@

SKFQ 3>IBP

&FOPQ QEB FKQBOK>I >K>IVPQ J>V OB@BFSB RKFQ P>IE
COLJ QEB J>OHBQFKD ABM>0QJBKQ

4EB >K>IVPQ JRPQ >IPL ?B >T>OB LC QEBERPRB LC
1B)<1#6QEB ABQOFJBKB@BCK LQEBO P>IBRQOLQEB
AR@QFLK LC QEB KBT MOLGB@Q PBB PB@QFLK  &LC
FC -F@OLPLCQ MOLGB@QP P>IBP LC QTLRRAELR RKFQP
6FPQ> LC TEF@E LKB JFIIFLK TLRIA E>SB LQEBOTFPB
QL TFKALTP 80 P>IBP QEB >K>IVPQ TLRIA OB@LDKFWB |
PMOB>APEBBQ LKIKBJEBFLK RFK@®OBJIBKQ 4EFP FP
?B@>RPB QEB AB@FPFLK QL FKQOLAR@B > KBT MOL
FK> PBKPBQ QEB BUMBKPB LC QEB LPARMEBEAR@Qe
IVPQP >0OB FKQBOBPQBA LKIV FK TE>Q QEB KBT MOL
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QOF?REMEROBJIBK@>1I%?LSB >KA ?BVLKA MOBPBKQ
J>QQBOP
3>IBP OOF@BP

)KLOABO QL MOLGB@Q CRQROB OBSBKRBP QEB >K>|
MLPPF?IV KBBA QL L?Q>FK P:BP RKEB BUMB@QBA
NR>KQFQFBP>RAIAMOF@FKDc FKCIEB>@ELMB@QBA
MOF@B MBO RKFQ

IMBO>QFKD #LPQP

AEFEKCLOJ>QFAK?B ABOFSBA COLJ J>@BQEKD M>0
QFBP BD MRO@E>PFKD LMBRIBQEQEKB@EPQP J>V
FK@IRAB

] #LPQ LC 'LLAP 3L#¥EFP OBCBOP QL FKSBKQLOV
@LPQP >P BUMI>FKBA B>OIFBO

] 3BIIFKD DBKBO>I >KA >AJFKFPQOMEBFIB @LPQF
@LPQP OBCBO QL KLK MOLAR@QFLK BUMBKAF(
FK@IRAFKD P>I>OFBP >KA T>DBP OBKQ >ASBO(
>KA QO>SBI

] 4>UBRIQELRDE Q>UBP >OB KLQ >K LMBO>QFKD ¢
MBO PB TB >Il HKLT TE>Q "BK &O>KHIFK P>FA
>?LRQ bAB>QE >KA Q>UBP ¢ 3FK@B Q>UBP @>Kt
>SLFABA QEBV PELRIA ?B ABAR@QBA FK QEB >k
PFP

LK LMBO>QFKD >KA #>MFQ>| #LPQP

)K bPMOB>AFKD QEB KRJ?BOP ¢ QEB FKQBOK>I >K>IVP(
>QQBKQFLK LKIV QL MBLBR@ABA> >KA KLQ QL >KV
@>MAQ>ILQEBO KLK LMBOS€DRADPGEB FP FKQBO
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BPQBA RPR>IIV LKIV FK TE>Q QEB MLQBKQF>I MOLGBE
AR@B >P > ?RPFKBPP BKQBOMOIFE >@KBQP FK@IRAB
QEB @LPQ LC M>VFKD FKQBOBPQ LK AB?Q >KA QE
>KADOLTQ@LPQP LC BNRFQV

'P > EB>AP RMBQBFG B9 64CkEB
>K FPPRB TFQE TEF@E TB P¥
I>QBO FK DOB>Q ABMQE /K@ -5/
IVPQ E>P >OO0FSBA >Q QB VBRI

FQP QEB @LPQ LC @>MFQ>I|THILQEBK 7B
?0LRDEQ FK >P QEB bAFP@IRKQF&PQB c

QEB 0>QB >Q TEF@E QEB CRQ
CILTP TFIl ?B bAFP@LRKTBA
QO>KPI>QBAVIOBPBKQ S>IRBP QEBOB?V BK>?|
IBSBI MI>VFKD CFBIA FK QBOJPKLOQBBAB
TLOAP ?V AFP@LRKQFKD TB >OB >?IB QL BNR:
S>IRB LC > ALII>O M>FA QLJLOOLT TFQE > Al
QLASYEFP T>\AK FKSBPQJBKQ AB@FPFLK J>V °
J>AB ?>PBA LK MOLCFQ>?FIFQV >KA MLPPF?I\
JB>PROBP

-.LOB

IP TB @LKQFKRB QEOLRDE QEBPB OB>AFKDP M>V @>OBCRI
QFLK QL REB\BBUMBKPBcbBUMBKAFQROB ¢ 4EBV OB

KLQ QEB PIBUMBKPBC FP >K >@@LRKQFKD MEO»PB OBCIB
LK QEB )K@LJB 3Q>QBUBKKPBFOBAR@QFLK QL .BQ
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JK@LJIB FQ J>V LO J>V KLQ FKSLISB/@MEKAFQROBC
OBCBOP QL QEB ABMILVJIBKFQCTERKKBLISB @>PE
?RQ>V LO J>V KIZB BUMBKEPBBMBKAFQROBP J>V 7B @>M
FQ>IFWBA LO BUMBKPBA
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<1@3;3<B/:7A;

4EB >K>IVP®BKA D>JBc FP QL MOLAR@RB >
PMOB>APEBBQ OBCIB@QFKD C
OBPMB@GRSEASAGA20 >AAFQFL
@>PE CILTP >KALO MOLCFQP >K
LQEBO QEFKDP >P TBIl )K DBKBO>
@FMIB kB6E@SAGA?<M@OQ>FKP )
LKIV FK@OBJBKQ>I @>PE CILTP
QELPEEF@E >OB >AABA ARB QL QER @@g%gg
FIMIBJBKQ>QFLK TEF@E >OB 0|
AB@FPFLK J>HEKDEB @LJM>KV ?0LR
FK >KAKLT a TFQE QEB KBT MOL
FQ ?0FKDP FK QEB FK@OBJ

)K@OBJIBKQ>I OBSBKRBEP
@LPQRFA KLQ BUFPQ ?BCLOB QEB MOLGB@Q
T>PBCB@QBA 4EBQBEIOB7:<>KA QEP61%)4
1B-,MLOQFLKP LC MOLGB@QFLKPe A>Q> >0OB BU@IRAB
AFP@RPPBA FJJBAF>QBIQ7BRLDEB FK@OBJIBKQ>l A>C
TEF@E AOFSB QEB AB@FPFLK QL FKEBPB+OKQEFP
2BQQBO ?V BU>IMIB

"V @LKQO>PQ QEB >@ @LRKQHD QEME@ER IF@
BSBKQP ,>QBOFIl @LKAR@Q > ?>PF@ BUBO@FPB FK MO
> MOL CLORS>QBJBK® >MOLGB@QBA FK@LJB PQ>Q
JBKQ'BILT >OB QEB QTL QVMBP LC FK@OBJBKQ>IFPJ
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*HA> BFGFa QEBPB >OB BUMBKAFQROE
TEF@E E>SB >IOB>AV ?BBK LRQI>FA >
PELRIA KLQ ?B QEBOBCLOB bALR?IE
@LRKQBA ¢ &LO BUPRWIBILPB > C>@QLOV
E>P RKRPBA® RKARPBABNRFMJIBKQ
TEF@E J>V ?B BUMILFQBA CLO > MOLMLI
MOLGB@Q 4EB @LPQ LC QEB BNRFMJBKQ
>|0B>AV ?BBK PMBKQ LO bPRKH ¢ PELRIA
?B @LKPFABOBA >D>FK QEB @LPQ FP KL
S>KQ QL AB@FAFKD CLOBBOEBIBLO
KLGK BUFPQFKD >PPBQ PELRIA ?B BUMILFQBBE-K > KBT
MOLGB@Q JBOBIV MOLMLPBP QL BUMILFQRRBRPBA LC
IFWBA >PRBOBPRKH @CRJK LOABO QL FK@OB>PB P>IE
>KA MOLCFQP

3RKH #LPQP

4AA<547<M4GEBABK > KBT MOLAR@Q
FP FKQOLAR@BA PLI®BSBBRRB J>V
E>SB ?BB#661*)41B-COLJ QEB MLQBKQF>I
P>IBP LC QEBMOLAR&Q BU>JMIB FC
QEB KBT MOLAR@Q FP BUMB@QBA QL P
JFIIFLK RKFQP >KA QEB LIAAMERIAR@Q
JFIIFLK TB >OB FKQBOBPQBA LKIV FK Q
JJ FK@OBJBKQ 4E>Q FP TE>Q QEB
FKSBPQJBKQ AB@FPFLK ABMBKAP RMLK (|
QEB MEO>PB b@>KKF?>IFW>QFLK ¢ ! @E>k
MOF@FKD TLRIA @LIMIF@>QB QEFP >K>IVPFP FB ELT
QEB OBSBKRB FK@OB>PB FP ARB QL SLIRJB >KA ELT JR(
QL > MOF@B FK@OB>PB

#>KKF?>|
FW>QFLK
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=@>=@B3 =@31/AB7<5 /<2 )B@®71
&:/<<7<5

| CFK>K@F>1 >K>IVPQ TFIl @LIIB@Q OBIF>?IB CFK>K@F>
FKQBOK>| KRJBOLRP PLRO@BP FC MLPPF?IB TEF@E P
FK EFP EBO CLOB@>PQ IFPQ QEB >PPRIMQFLKP >P M>O
>KA bPMOB>A QEB KRJ?BOPC >@GH@RIBDAFRBOAQFLK >KA
PQO>QBDV QEBK TFII CLILT

4EB CLIILTFKD FP >K BUBO@FPB FK @OB>QFKD > M
>@@LRKQFKD ?>PBA FK@LJB PQ>QEBBK] PBBBO
PLIB >K>IVQF@ QB@EKFNRBP TEF@E J>V ?B FIMIBJBF
@LKSBOQ bMOLCFQPc¢ QLch@@>PERIERQBO FP ABBJBA
JLOB ABPFO>?IB ! bPQO>QBDF@ MI>Kc FKSLISBP CLC
CFK>K@F>| A>Q> CLO JRIQFMIB CRQROB VB>0OP

00L CLOJ> &FK>K@F>1 3Q>QBJBKQP

#LJMIBQB QEB MOL CLOJ> )3 ?>PBA LK QEB CLIIL
FKID);;=58<176;
->OHBQFKD MOLGB@QP P>IBP DOLTQE >Q M >

hORO@E>BM@LGB@QP FKSBKQLOV @LPQP QL C
O>QBLC M> aARB QL P@>0@FQFBP

3' ITFIIDOLT >Q>0>QBLC M>
&LO ABMOB@F>QFLK PBB FKCLOJ>QFLK ?BILT

)KQBOBPQ @LPQP TFIl OFPB ARB QL >@NRFPFQ
MOLMBOQVLC TEF@E TFIl ?B CFK>K@BA
BKQFOBIV SF>>  MB0>JLOQFWFKDc JLOQ
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D>DB-B FKQBOBPQILKAAQ > O0>QB LC

4EB LQEBO TFII 7B CFK>K@BA SF>
OBQ>FKBA B>CHEIOBPBKQ MOLMBOQV FP CRI
M>FA CLO

4>UBP >OB @E&6Q > CI>Q 0>QB
#>|@RI>QB .)

#>@RI>QB %03 a 4EBOB >0OB

P LRQPQ>KAFKD

KL KBT PE>OBP TFIl 7B FPPRBA

Last
Year

Year 1

Year 2

Year 3

Year 4

Year 5

Sales

$10,000

COGS

(5,000)

GP

5,000

S,G, &A

(1,000)

Deprec.

(100)

EBIT

3,900

Interest

EBT

3,900

Tax

(1,560)

NI

$2,340

EPS

$2.34

$BMOB@F>QFLK

] .BUQ VBER®H9B>0 k ABMOB@F>QFLK BUMBKPB T

?B  4EBOB>CQBQ.QEBRFIAFKD TFII 7B
P@O>MMBA

IQ QEB BKA IB>Q > KBT ?RFIAFKD TFII ?B FK
RPB QEB @LPQ LC P@O>MMFKD QEB LIA ?RFIAF
2B FK@IRABA FK QEB @LPQ ?>PFP LC QEB KBT ?
FKD!Q QE>Q QFJB > JLOQD>DB TFIl ?B FK
MI>@&EB KBT ?RFIAFKD TFIl @LPSKA
TFIl E>SB > QTBKQV VB>0 IFCB )Q TFIl 2B ABMOB
>QBA LK > PQO>FDEQ ISR [BsRPS>IRB

FP >PPRJBA
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=@31/AB7<5)=:CB7=<

Tast Year 1 Year 2 Year 3 Year 4 Year 5
Year
Sales $10,000 | $11,000 | $12,100 | $13,310 | $14,641 | $16,105
COGS (5,000) | (5,600) | (6,272) | (7,025) | (7,868) (8,812)
GP 5,000 5,400 5,828 6,285 6,773 7,293

S,G,&A | (1,000) | (1,080) | (1,166) | (1,260) | (1,360) | (1,469)

Deprec. (100) (50) (500) | (500) | (500) (500)
EBIT 3,900 | 4270 | 4,162 | 4,525 | 4913 5,324
Interest - - (750) | (750) | (750) (750)
EBT 3900 | 4270 | 3412 | 3,775 | 4,163 4,574
Tax (1,560) | (1,708) | (1,365) | (1,510) | (1,665) | (1,830)
NI $2,340 | $2,562 | $2,047 | $2,265 | $2,498 | $2,744
EPS $234 | $256 | $205 | $227 | $2.50 $2.74

OOLSFAB PLJB FKQBOMOBQFSB PQ>QBJBKQP LO @LJJ!
QEFP @LIMPK\EFKSBPQJBKQ MOULCEMBENIBR FC
F@>II@>I1@RI>QB QEB DOLTQE O>QBP CLO B>@E VB>C
MOFLO VB>0 a ChQ40>KA )

4EB 'OLTQE 2>QB FP @>I@RI>QBA B»>&BBQ 9
?B® ,>PQ 8> KRJ?BO a

&LO BU>JMIB ELT JR@E EFREBED@BKQ>DB QBOJP FP
'0 CLO b®8>0 ¢ FK @LIM>OFPLK QBbO®QLOQEFP CLO
B>@E VB>0 RKQFI VLR DBQ QL &FSB SBOPRP LO bLS!
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5PB CLRO AB@FJ>I MI>@BP QEOLRDELRQ 7E>Q AL VLR
TEV
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*63* /F 4431B =4 3>@317/B7=<

8CE86<4G<BR > KLK @>PE BUMRKHB >K bBUMBK
AFQROBEF@E PBOSBP QL OB@LDKFWB QEB @LKPRJ
CFUBA >PPBQP LSBDQAIEQ >KA BNRFMJIBKQ ?RQ ./4
MOLMBOQV

AEB0@LKPRIMQFLR RPBC ILKD QBOJ CFUBA >PPBQP F
OBCIB@QBA >P > PBM>0>QB LMBO>QFKD ABMOB@F:
IIQELRDE ABMOB@F>QFLK FP > KLK @>PE BUMBKPB Ft
QEB @LOMLO>QFLK TFQE @>PE ?B@>RPB FQ OBAR
FK@LJB >KA EBK@B QEB Q>U IF>?FIFQV

7EBK ABMOB@F>QFLKR@MRQBAL QEB J>KRC>@QROFKD
MOL@BPP FOQBRBB®FK@IRABA FK QEB #LPQ LC 'LLAP 3
#'3  &LO BU>JMIB FC QEB J>KRC>@QROBO LC >
IFLK MFB@B LC BNRFMJBKQ T>00>KQP QE>Q QEB J>@!
RPBA RM >CQBO J>KRC>@QROFKD JFIIFLK RKFQP QF
Q>KQ J>V FIMRBB FK@IRABBO RKFQ LC MOLAR@QFLK
#/'3 AEFP @LRIA @LKCRPB QEB PQ>QBBBKQP OB>AB!
TB TFII67<>PPRJB PR@E bFIMRQ>QFLK ¢

Income Statement for

Widget Manufacturing Corp.

Fiscal Year Ended 12.31.XX
($ millions)

No Depreciation With Depreciation
Gross Profit $400 $400
Selling, General, & Admin. ($100) ($100)
Depreciation _ 0.0 _(20)
Earnings before Int. & T $300 $280.0 (Interest = $0)

MIRPQO>QFLK LC $BMOB@ BHEPBIX JIDKLOFKD )KQBOBP(
%UMBKPB
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Difference
EBIT $300 $280 $20
Tax (@ 40%) (120) (112) $8 (tax shield)
NI $180 $168 $12

$RB QL ABMOB@F>QFLK > KLK @>PE BUMBKPB KBQ Fk
2B ILTBO 2AKIV O>QEBO QE>K QEB CRII LC ABMOB@
>QFLK BUMBKPBA QEEBORK@B OBMOBPBKQP QEB Q>l
FKDP >KA EBK@B QEB bQ>U PEFBIA ¢ ARB QL QEB ABAR(
ABMOB@F>QFLK BUMBKPB

4>U3EFBIA $ 4

4EB bQ>U PEFBIAc LC ABMOB@F4QMK>FSBOV OB>|
MEBKLJBKLK FK QE>Q FQDBRRR@BR/QEB Q>U ?ROABK
TEF@E FP SFBTBA >P > MOLSFPFLK LC @>PE >I?BFQ ABI
>ILKB MOLSFABP KI4EB-P@®NRFPEQBELABMOB@F>?IB
>PPBBD > ?RFIAFKD LO BNRFMJBKQX)@CB>-QBP >
?BKBCFQ QE>Q MOLSFABP JLOB @>PE CILT QE>K ?BCLO
>@NRFPFQFLK

9LR J>V QEFKH LC b%") 4B B>OKFKDP ?BCLOB FKQBOE

Q>U ABMOB@F>QFLK >KA >3PO%RWMIRRKABMOB@F
>QFLKKA>IJLOQFW>QFLK

%< C:7:7BG =<=@ /<2 11=;>:7A6:3<B

41.- ;8-6<5)316/51;<)3-; 1; 67< 764A 51767:
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)*¥4- *=< 57:- =

;-.=4<0)6) 41.- ;8-6<,716/ 67<0

16/

'BLODB "BOK>0A 3E>T

"0)<I; ?0A 8-6+14; 0)>- -2);-:;

LOJ>K )P>>@ "FDBI

a
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6/>B3@ =@>=@3
=@31/AB7<5 #=23:A
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6/>B3@ $7<3 " 3/@<7<5 %CB1=;3A

,B>OKFKD /RQ@LJIBP

)K QEFP @E>NQHBII
] 89<A8FK TLOAP ?LQE QEB b&OBB #>PE &ILTc
>KA b%UQBOK>| &RKAP .BBABAC -LABIP

] BAF<78E?LQE J>QEBJ>QF@>IIV >KA FK TLOAP
B>@E BIBJBKQ LC QEB QTL CLOJRI>B

] BE864F®FSBK >PPRIMQFLKP ?LQE JLABIP CLO
JRIQFMIB CLOT>0A VB>0OP

] #<F®LJB RPBP LC QEB CLOJRI>B

] <998BAG<4@BQTBBK )KQBOK>I >KA %UQBOK>|
&RKAP MOLSFAFKD BU>JMIBP LC B>@E

] 8GSE@<ABEB LMQFJ>I CRQROB BB82Q QL|4
IPPBQP O>QFL DFSBK QEB %&. CLOB@>PQ

] KC?4<AEV > CF®IEFK>K@F>I O>QFLP J%V
@E>KDB
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@33 /A6 =E

7EV )0 477 | @LOMLO>QFIS%RB FP ABMBKABKQ FK
I>0B M>0Q LK QEB FK@LJB >KA @>PE CILT FQ MOLARG
CILT FP AIBDBKQ COLJ FK@LJB FK QE>Q bFK@LJBc FP
LK b>@@OR> >@@LRKQFKD ¢ TEF@E TFIl OBCIB@Q ¢
@>PE BSBKQP PR@E >P ABMOB@F>QFLK >KA J>KV L
QLOQFLKP ¢ PLJB LC TEF@E TBOB AFP@®PRBW B>OIFB!
AFPQLOQFLK E>A QL AL TFQE bQFJFKDc a QEB >@@LR
2LLH > P>IB CLO BU>JMIB TEBK b@LKPQOR@QFSBIV OF
FB TEBK IBD>IIV >KA B@LKLIF@>IIV OB@BFS>?IB ?RQ
OB@BFSBA FK >@QR>| @>PE

5KABO >@@OR>l >@@LRKQFKD QEB >@@LRKQ>KQ
KLIF@ QO>KP>@QFLKP O>QEBO QE>K QEB JLSBJBKQ LC
OB@BFSBA >KA M>FA LRQ K QEE QKD ORK PR@E
>@@LRKQFKD SP GBSHK&EP BSBK LRQ "B@>RPB LC QI
AFCBOBK@BP CFK>K@F>I >K>IVPQP TEL >OB JLOB @>PI
JRPQ J>HB @BOQ>FK >AGRPQJBKQP QL QEB >@@LRK!
QEBFO LTK @>I@RI>QFLKP >KA MOLGB@QFLKP

)K > @BOQ>FK PBKPB @>PE CILT FP JLOB FIMLOQ>KQ Q
S>IR>QFLK QE>K FK@LJB ?B@>RPB AFSFABKAP >OB M
FKSBPQLOP FK @>PE TERECEED-DFKD FK @LOMLO>Q
MI>KKFKD > MLPPF?IB @>MFQ>I FKSBPQJBKQ TFIl ?B
>QQ0>@QFSB ABMBKABKQ RMLK QEB @>PE CILT FQ MC
CRQROB ?B@>RPB FQ FPO@®>PECHBR DOLTQE

7E>Q FP: - )0 47?  #>MFQ>l FKSBPQJBKQP FB
bDOLTQEc FKSBPQJBKQP FK@IRAB BUMBKAFQROBP
>PPBQP >P TBII >P CLO MOLAR@Q ABSBILMJIBKQ >KA JR
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b&OBB @>PE CILTc FP CRKAP QE>Q >K FKSBPQJBKQ MO
@LOMLO>QFLK >P > TELIB DBKBO>QBP ?BVLKA FQP LT}
>KA LKDLFKD KBBBR>Y QEFKH LC COBB @>PE CILT >P
@>PE TEF@E FP IBCQ LSBO COLJ >K FKSBPQJBKQ MO
>l KBQ LMBO>QFKD CRKAP DBKBO>QBA ?V QEB MOLG
IFWBA CLO KB@RPRABF@OBQFLK>0V MROMLPBP FK@
E>OA >PPBQPe J>FKQBK>K@B >KA OBMI>@BJBKQ >KAF
TLOHFKD @>MFQ>I QEFP bIBCQ LSBOc >JLRKQ J>V 7B |
LQEBO CFK>K@F> MROMLPBP a DOLTQE LO BUM>KPFL}
@OBQFLK LC J>K>DBJBKQ

7 LOHFKD @>MFQ>| JRPQ LCQBK ?B FK@OB>PBA 4EB |
@LOMLO>QFLK CFOPQ DBKBO>QBP LMBO>QFKD @>PE
TEF@E >OB KBBABA QL OBMI>@B LO J>FKQ>FK >PPBQP

FKSBKQLOV >KA OB@BFS>?IBP >KA QL JHFKELIFK QEB C
MBQFQFSB MLPFQFLK

3L QEFKH LC bCOBBc @>PE CILTL;&#& #8).:AQEFKH

LC FQ >P+h -<176):A );0 47? ¢ -+-;;):A @>MFQ>| >KA
LQEBO KLK AFP@OBQFLK>0V BUMBKAFQROBP >0OB OBN
QL J>FKQ>FK QEB ?RPFKBPP >P FP ! IB>HV OLLC JR
OBM>FOBA QEBOB FP KL @QELF@B ! TLOK LRQ D>PHB!
OBMI>@BA

IK>ILDLRPIWLR J>V OB@>Il QEB M>0>IIBI KLQFLK LC bAFF
>?IB FK@LJBc FK ->@OLB@LKLIF@P !CQBO ABAR@QFk
>KA KB@BPPFQFBP PR@E >P CLLA >KA OBKQ COLJ DO
QEB @LKPRJBO E>P PLJB CRKAP IBCQ LSBO CLO AFP(
MROMLPBP TEF@E JFDEQ FK@IRAB FKSBPQJBKQ LO ?
ABIRUB MMIB>-Q@E P EB E>P @LSBQBA CLO PL ILKD 3
I>0I\bCOBB @>PE CILTc FP QEB KBQ LMBO>@BRE >CQE
QE>Q QEB CFOJ J>V DBKBO>QB COLJ FKSBPQJBKQ FK > |
FKD LO BNRFMJBKQ FB QEB FKSBPQJBKQ bMOLGB@Q
PFABOFKD KB@BPP>OV LMBO>QFKD >KA @>MFQ>| E
FK@IRAFKD J>FKQBK>K@B >KA OBMI>@BJBKQ ?RQ I
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BUM>KPFLKEO\DOLTQE LOFBKQBA @>MFQ>I BUMBKAF(
QEFP TLRIA ?B AFP@OBQFLK>0V

4EB JLOB &#& QEB CFOJ DBKBO>QBP QEB DEB>QBO (
>?FIFQV QL FKSBPQ FK KBT >PPBQP QL RPB QEB CRKAP
AB?Q LO QL M>V AFSFABKAP >KA PQFII LQEBO AFP@OB
PF?FIFQFBP

4EB ->QEBJ>QF@P

/KB CLOJRISLO RPRYEFP MOL @836 BHBKZEBAT 7 B

PQ>0Q TFQE LMBO>QFKIEB&BKFREPP @>PB FP ABCFKB
>Ph%")4c  LO >IQBOK>QESB)¥$! cFB  B>OK
FKDPBCLOB FKQBOBPQ Q>UBP >KA #IIQEEFFOFIGRLK
@F>| >K>IVPQ QEB MOLGB@QBA FK@LJB LO @>PE CIL
J>V ILLH PLIBQEFKD IFHB QEB CLIILTFKD

Sales
(Cost of Goods Sold)
(Operating Expenses)
“EBITDA”
(Depreciation &
Amortization)
EBIT
(Taxes, absent interest)
Net Project Income

4ERRQEB >K>IVPQ TLRIA @E@BBH#PBE &ILT &#& QL
BNR>I

2 I+ N+ 3 2 8CE86<4G<BA 3N26868F

)K PLIB FKPQ>K@BP >K >K>IVPQ J>V @ELLPB QL RPB b%")4$! c FB %")4 TF(
ABMOB@F>QFLK >KA >JLOQFW>QFLK >AABA ?>@H 4EB RPB LC QEFP CFL
ABMBKA LK QEB A>Q> MOBPBKQ>QFLK >KA >K>IVPQ @ELF@B

IP TB TFII IB>OK I>QBO FK QEFP QBUQ >JLOQFW>QFLK E>P QL AL TFQE QEB
QEB S>IRB LC >K FKQ>KDF?IB >PPBQ LSBO QFJB FK QEFP PBKPB FQ FP IF
QFLK
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FAELAC<G4? KCB8A7<B8HBN2A6B4F8 <#8G .BE><A:
4C<GLP

4EB BIBJBKQP LC QEB CLOJRI>

4EB CLOJRI> @LKPRBGEBECBOBKQ M>OBRLLBIQ)
B>@E QEBJ

%")4$! a4

IAA $SBMOB@F>QFUR>DB $ g 4

BPP .B@BPP>0V #>MFQ>| %UMBKAFQROBP
BPP )K@OB>PBP FK@B@FKD #>MFQ>|
%NR>IP &OBB #>PE &ILT &#&

LQB QE>Q h2K b 4c>KA FK b$ U 4BQ>KAP CLO QEB
CFOReQ>U 20>@BBBO @HEDB>P %")4$! FP FK ALI

I>0P FK@IRAFKD QEB WERIEBQREFP PQ>DB LC QEB @L
MLO>QB MI>KKFKD >KA FKSBPQJBKQ >K>IVPFP MOL@BI
E>P KLQ VBQ AB@FABA TEBQEBO FQ TFIl @ELLPB QEB
LO KLQ >KA FCPL ELT FQ TFIl ?B CFK>K@BA >KA QEBOB
KLQ HKLT FQP MOLGB@QBA FKQBOBPQ M>VJBKQP FQ.
Q>U ?20>@HBQ TEF@E FREBRERIBBQFKD > PMB@F
CFBA ILTBO QEORRPEH@HRQB>0KFKDP

%")4$!

4>HBKLQBC QEBPB LC %'$#4 O>QEBO QE>KFR6'@EB
CLOJRIZEBOB >0OB PBSBO>| ABQ>FIP EBOB TEF@E ?B>(
K>QFLK TB TFIl Q>HB QEBJ LKB >QFORERIBLRKQ

.LQB QE>Q b#>MFQ>| %UMBKAFQROBPc EBGBTBBERBOBKKRIROBP
FB J>FKQBK>K@B >KA OBMI>@BJBKQ BUKIENAFRQRTB A >KA
BUMBKAFQROBP TEF@E J>V ?B RPBA CLO BUM>KPFLK >KA DOLTQE "V P!
LRQ KB@BPP>0OV FB KLK AFP@OBQFLK>0V #% TB >OB IBCQ TFQE &0OB
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FKD6"4 TLRIA FK@IRAB FKQBOBPQ BUMBKPB a >P > AB/
COLJ %")4b)KQBOBP®IBKABREB OBPRQMOE@>MF
Q>CFK>K@FKD AB@FPFLK >KA >P MBRIEEABNEBRRABRQ

LC QEFP >K>IVEF@E CL@RPBP @&REEB-PBABO>Q
FKIB>OKFKDP > CFOJ LO > MOLGB@®MMOLAR®BP

KLQ LEFK>K@B@®FPF)KPRO >K>IVPFP >KA MOLGB@QFL
TB PELRIA QERP BU@IRAB HKEBDBPQ> AFP@OBQFLK>C(

@>MFQ>| PQOR@QROB PLISB{I®? Q@EREEHEA K

I@@LOAFKQIEB b%")4$! a 4c >AGRPQJBKQ BIFJF
K>QEPEB FKQBO>@QFLK :RARQBBBRDLK Q-RBB

ELT QEFP >AGRPQJBKQ TLOHP IBQ RP @LIM>0OB QEB ¢
QEB CLOJRI> TFQE QEB CLIILTFKD >IQBOK>QB PMOB>A
PBKQ>QFLKP,B9¥ QE>Q QEB CFOJ MOLAR@BP LC
%"4$! E>P FKQBOBPQ BUMBKPB LC >KA M>VP Q>U
>Q> O0>QB "V CLOJRI> TB TLRIA MOLGB@Q®&6")4$!

4 a &LO QEFP BU>JMIB TB
PE>Il >PPRJB CLO QEB JQIBKIDABMOB@F>QFLK >KA >JL
QFW>QFLK >OBEFB®IP QEB CFDROB TB T>KQ TEF@E OF
PBKQP B>OKFKDP >CQBO Q>UBP FK QEB #EBBK@B LC Fi
a 4c JRIQFMIFBO PELTP TE>Q FP IBCQ >CQBIERPVFKD Q
MOLGB@Q MOLAR@BP LO FP BUMB@QBA QL MOLARG
LMBO>QFKD @>PE CILT KBUQ VB>0

)KQEB CLIILTFKD PMOB>APEBBQ TB TLRIA PELT
P>JB OBPRIQKIV?V ARBOBKQ MOBPBRKQ>QFLK
LOABO QL MM@EB CLOJRI>RKABO QEB >IQBO
K>Q8#&>K>IVPRPB >IPL PELTPFAB ?V PQEB
>@@LRKEKEN.JB OBMLDERAAEBP KLQ PRFQ QEB MRO
MLPB LC QEB >K2B@BFRPB FQ FK@IRABP FKQBOBPQ Bl
TEF@E FP > CFK>K@F>Il a KLQ >K LMBO>QFKD a BSBKQ L.
CILT
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With Alternate FCF
Interest Analysis
EBITDA $100,000 $100,000
Interest (20,000) -
Taxable Income 80,000 $100,000
Taxes at 30% (24,000) (30,000)
Accounting income $56,000
Cash Flow after taxes, $70,000
absent interest
AEB$BMOB@F43ELBEFBIA

$BMOB@F>QRKLKE®>PE BUMBRPBP >JLOQFW>QFLK
TEF@E TB E>SB ?BBK >PPRJFKD EBOBFK QL ?B WBOL
FP ABAR@Q@BAMBO>QFKD B>OREKBR@LJIB Q>UBP
4EBOBCLOB TB >A/GRM@EB Q>U P>SFKDP QE>Q ABMOB
QFLK MOLSFABP ?RQ FDKLOB ABMQB@P>FRRIBAPBIC
QE>Q QEB FKQBOK>l >K>IVPQ HKLTP QHB CFO.
20>@HEMOB@F>QFLK FP Q>U ASMR® GRA@E MOL
SFABP @>PE LORBOTFRPBIC AFOBISPABP KL
@>PELRCLRKA?PLSE-K FK ABMQE FIIRPQO>QFQKUC QEB
BCB@Q LC ABMOB@PE}QKQEBO JRAFI>Y TFPE

QL SFBT QE>Q-N0>BRLT

LOQB

%48l 4 $4 %)4 4 $ 4L MOLSB QEFP
LRQ PR?PQFQRQB FK QEB BNR>QFSKIREB CLTRKD
$ | >KA4  4EB QTL MEO>PBP >OB
J>QEBJ>QF@>IIV BNRFS>IBKQ ?RQ >MMB>0 QL E>SB PLJBTE
AFCBOBKQ @LKKLQ>QFLKP )K QEB I>QQBO @>PB|%")4 >MMI
OBCBO QL >@@LRKQFKD FK@MIBBEBCBR@B
CO%")4$! > JILOB @>PE LOFBKQBAKKQEBLKGEDBO
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JRI>QFLKAAFKD ?>@H ABMOB@F>QFLK TEF@E FP > KLK @>
BUMBKPB FKQRFQFSBIV >MMB>0P QL @LKQO>AH@Q QEB >«
QE>Q ABMOB@F>QFLK ALBP KLQ MORSBKR@LAIEEFOT

ALBP TLOH LRQ J>QEBJ>SK@AEIK @BMQR>IIV

#>MFQ>I %UMBKAFQROBP

AEBOB >0B QEB QEOBB @>QBDLOFBP LC @#%MQ>| BUME
%Uc TEF@E TB PE>Il KBBA QL FK@LOMLO>QB FK QEB C
CILT MOLGB@@BMOB

>FKQBK>K@B 2BMI>@BJBKQ
%UM>KPFLK

|@@>PFLK>QEB T>IIP JRPQVBKQBY QEB MOBJFPBP
MOLMBOIFKQ>FKBILCP J>V ?ILT IC>KA J>@EFKBOV
D>PHBQP J>V b2ILOBNRFOBRDII>@BJBHM>KPFLK
>OW¥KSBPQJIBKQP J>V FKSLISB >@NRFOFKD >AAFQFLK:>
PM>@B LO BNRFMJBKQ FK LOABO QL FK@OB>PB MOL.
EBK@B P>IBP >KA MOLCFQP

>FKQBK>K@B >KA OBMI>@BJBKQ BUMBKAFQROI
@IB>08M-;;):A  BUM>KPFLK>0V BUMBKAFQROBP >OB
<176):~AKA >0OBBKBO>IRKABOQ>HBK FK LOABO QL MOLS
DOLTQE FB FK@OB>PBA P>IBP7>BAINRAGBAR@Q
KB@BPP>0OV @>MFQ>1 BUMBKAFQROBP FK LOABO QL
@>PE CILT

| @@LRKQFKD ORIBP AL KLQ OBNRFOB PBM>0>QFKD L
COLJ AFP@OBQFLK>0V @>MFQ>bRUMBRAFBRTUSP

FC MOLSFABA J>V ?B CLRKA FK QEEEEPLENCQRP

QFLK TFIl >PPFPQ QEB >K>IVPQ FK D>ROFRDTQEB CFO
MOLPMB@RBKQ QEEB>HALTBEB JLPQ @LJILK MO>@
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QF@B >JLKD >K>IVPQP FR@:NRFB>| BUMBKAFQROBP FK
CLOJRI> >IQELRDE QEFP FP > J>QQBO LC >K>IVPQ GRAL

.BQ 7 LOHFKD #>MFQ>I

b.BQ TLOHFKD @>NIFQ<B ABCFKBA >P @ROOBKQ >PP!
IBPROROOBKQ IF>?FIFQFBP .7# # K¥, FK@OB>PB
FK@ROOBRPBQP LO FIORBQBREBQFB h.7# c

=:-: CFK>K@F>| OBPLRQEBP=A@>AD @>PE CILT

&LO BU>JMIB >K FK@OB>PB FK FKSBKQLOV RPBP CRKAI

3FJFI>0I¥K FK@OB>PB FK @ROOBRJHE> TRIQFBP
>KA J>V ?B QELRDE® EMPLRO@Bc LC !GH@OB>PB
FK @ROOBKQ IF>?FIFQFBRIRPBBXRKBFTEBK > @LJ
M>KV M>MER@ @LRKQP M>V>?IB FQ RPBP CRKAP

)C > CFOJ FP QL DOLT FQ TFIl E>SB QL FK@OBFRB FQP .B
#>MFQ>|

4EB Q>7?1B ?BILT PRJJ>OFWBP QEB MLPPF?FIFQFBP >KA

VLR ELT QL FKPBOQ QEB @E>KREPGIIR (BB
>AA Q#& LQEBSBEB PR?Q0O>@ QB#ACOLJ

Current Assets Increase | Uses cash Reduces FCF
(excl. cash)

Decrease | Provides cash Increases FCF

Current Increase Provides cash Increases FCF

Liabilities Decrease | Uses cash Reduces FCF

LQB QE>Q FK @>I@RI>QFKD &0BB #>PE &ILT >KA QEB
MOLPMB@QFSB @E>KDBP FK #ROOBKQ !PPBQP TB FDK
@E>KDBP FK QEB @>PE >@@LRKQ CL@RPFKD FKPQB:
FKQER®>PE CILTCB@QFKD QEB @>PE b®IGRMRAB 4
@E>KDBP FK QEB @>PE >@@LRKQ FQPBIE.FK @>1@
TLRIA ?B bALR?IB @LRKQFKD ¢
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7E>Q @>K QEB @LOMLO>QFLK AL TFQE FQP &#&

]
]

ORO@E>PB JLOB®
%UM>KA FKSBKQLOV

)KSBPQ FKEBOP >KA |@NRFPFQFLKP RPFKD PE:
TEBK EFDE MOF@BA

)JK@OB>PB 2 $

0>V LC $B?Q
0>V AFP@OBQFLK>0V @LJILK PQL@H AFSFABK
"RV ?>@H @LJILK PE>OBP TEBK @EB>M

| MLQBKQF> @LOMLO>QBWMREEB@IBKE>Q QEOLTP LC
ILQ L&#& FP ABPFO>?IB | GPOJTELIB QBEDPLTROILC

ILQP L&#& J>V ?B QELRDEQ LC FK > JLPQ MLPFQFSB IFC
>P LKB >JLKD LQEBO MLPPF?FIFQFBP QE>Q E>P > ILQ |
MLQBKQF>| >KA J>HBP CLO > DLLA FKSBPQJBKQ



+44+:.  [-+2

@33 /A6 :=E F3@17A3A

@33 /A6 :=E F3@17A3

4E>Q @LSBOP QEB CLOJRI> ,BQ RP TLOHIFM®@ IRRF@H
PFSBU>JMIB IR >OB DFSBK QEB CLRALIBEKOICOBB
@>PE CILTPPRIB QE>Q QEBOB FP KL >JLOQFW>QFLK

EBITDA $100 million
Depreciation and Amortization (included in EBITDA above) $1 million
Tax Rate 30%
Total Cap Ex $10 million
Expansion Cap Ex $3 million
Current Assets (this year-end) $5 million
Current Assets (next year-end) $6 million
Current Liabilities (this year-end) $3 million
Current Liabilities (next year-end) $2 million

2 I+ N+3 2 8CE 86<4G<BA + 3 N 2%868FF4EL
4C<G4? KCBAT7<GIFEN 2!ABH-8 <A %8BE><A:
4C<G47?3

&#& &LOJRI>QFLK a a
a

#>l@RI>QFLK a a
@<??<BA

7 LOHFKD #>MRBWQ VB>0 SBOPRP QEFP VB>0O FK@OB:

JFIIFLK  a IIQBOK>QFSEIB JFDEQ P>V QE>Q
@OOBKQ >PPBQP FK@OB>PBA ?RPRIFIRKAP @RO
OBKQ IF>?FIFQFBP AB@OBHPBA S\PL > RPB LC CRKAP
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4EB KBQ RPB LC CRKAP T>P QEBOBCLOEEF@EIIFLK
>@@LOAFRBBANR@BP COBB @>PE CILT

4L PRJJ>OFWB- +);0 .47? J>V ?B QELRDEQ LC >P QEB
CFORe>CQBS)J @>PE CILTP IBPP >KV PMBKAFKD LK BFQE
J>FKQBK>K@B LO OBMI>@BJBKQ LC CFUBA >PPBQP >K
FKD TLOHFKD @4EBQ9BB @>PE CILT IBCQ LSBO J>V ?
RPBA BFQEBO QL M>V ALTK AB?Q M>V AFSFABKAP ?
PQL@H CLO AFP@OBQFLK>0V DOLTQE FKSBPQJBKQP :
CFOJ TFIl PELRIA @ELLPB FKSBPQJBKQP QE>Q CROQ
JFWB &#&

AEFP AFP@RPPFLK E>FPPRIBOQE>Q TB CFK>K@F>I >K>
IVPQP 89B+<4A@>M>?IB LC J>HFKD >@@RO>QB KRJIBC
MOLGB@QFLKP >?LRQ J>QQBOP QE>Q E>SB KLQ VBQ
OB>IFQMLGB@QFLKP >0B SFOQR>IIV >IT>VP DLFKD QL
TE>Q FK@LOOB@Q a TEBK >Il FP P>FA >KA ALKB 00L
bRKABO RK@BOQ>FKQVc >0B ?BVLRP@EMBI>KR>le

4EFP BU>JMIB FP DBKBOF@ FK QEB PBKPB QE>Q FQ J>!
BFQEBO QEB SFBT LC >K BUQBOK>| >K>IVPQ ILLHFKD
MLO>QPLKEPQ OB@BKQ CFK>K@F>I OBMLOQ >KA ?>PE
OBML@$HFKD >K >PPBPPJBBEBL@LOML®>RQBELKEOE
MOLPMB@QP >KA BNRFQV FKSBPQJBKQ JBOFQP ?>PBA
LO FQ @LRIA ?B > MOLGB@QFLK QE>Q >K FKQBOK>| >K>|
> MLQBKQF>I @LOMLO>QB FKSBPQJBKQ MOLGB@Q

&@=831B7®33 /A6 :=E F3@17A3

7 B E>SB >IOB>AV MOLKGE@RBALIB >KA B>OKFKDP MB
PE>OBBB >?L&KABO QEB EBBARNILO>QB &LOB@>PQFKI
>KA 3Q0>QBDF@ @I>KKFKIPL RKABOPQ>KA QEB FIMIF@:



+44+:.  [-+2

QFLKE ABMOB@F>®EKK@>PE BUMBKFB@LJB >KA
@>PE

LT TBTFIl @LKAR@Q >K BUBO@FPB ?>PBA LK QEB B>
FK@LJIB >KA %03 MOLGB@QFLKP FK TEF@E TB PE>II (
MOL CLOJ> PQ>QBJBKQ a LC >PHOI4NMC CLO JRI

QFMIB CRQROB VB>0P O>QEBO QESKBRFR@KBBVB>0
4EB CFDROBP CLO %")4 >KA $BMOB@F>QFLK TBOB @>1@
QEB PLIRQFLKP @>K ?B CLRKA FK 3B@QFLK  QEBPB
>OB KBBABA CLO QEB &#& MOL?IBJ EBOBTFQE 4EFP PMC
TFIl ?B RPBCRI TEBK FRBOPBPP PR@E @>PE CILTP Fi
8:--6< >)4=-QBOJP FK LOABO QL J>HB @>MFQ>| FKSBF
AB@FPFLKP )K QEFP @LKKB@QFLK Q>HB KLQB QE>Q
BU>JMIB FP BU@IRABA COLJ &#& ?B@YRRBGQFP >

>P AFP@RPPBA BKAIKBABO QL AL QEFP TB KBBA (
OB@>Il QEB &#& CLBIBB>LK@B >D>FK FQ FP

2 I+ N+ 3 2 8CE86<4G<BA 3N20868FF4EL
4C<G4? KCBA7<GHHN2A6B4F8 <A %8MBE><A:
4C<G4L»

)K LRQVOL CLOXBFSB VBFB@LJB PQ>QBJBKQ TB E>SB
J>KV LC QEB BIBJBKQP ABMOB@F>QFLK >KA@>U 0>QB
,BQ RP >PPRJB QEB CLIILTFKD CLO QEB JFPPFKD M

&LO %")4 >KA $BMOB@F>QFLK CFDROBP RPB QE
@>I@RI>QBA B>0OIFBO a FK 3BB@QFLK
4EBOB FP KL >JLOQFW>QFLK

2BMI>@BJIBKQ >KA J>FKQBK>K@B @>MFQ>| BUM
QROBP PE>II 7B FIBb® c >KA DOLT
QEBOB>CQBO >Q > 0O>QB

#ROOBKQ !'PPBQP TFIl FK@B>B>PB/FK 9
QEB CFOP@NRB>@E VB>0 QEBOB>CQBO >Q >
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DOLTQE O>QB LC

#ROOBKQ ,F>?FIFQFBP TFIl FlR@OB?PB FK 9
>KA B>@E VB>0 QEBOB>CQBO >Q > DOLTQE C

m (FKQ >K FK@OB>PB FK @ROOBKQ IF>?F
FP >PLRO@B LC CRKAP

m 4>HB KLQB QEAPCHES K GHp
FK@OBJBKQ>|

4L J>HB J>QQBOP PFIMIB > PMOB>APEBBQ FP MOLSFAE
TEF@E FP @LKPFPQBKQ TFQE QEB &#& CLOJRI> .LQF@|
FWLKQ>| IFKB ?0B>HP TEF@E >PPFPQ VLR FK PBM>O>
MFB@BP LC QEB CLOJRI> COLJ QEBFO OBPMB@QFSB PF
>IPL QE>Q @>PE LRQCILTP PELRIA ?B 20>@HBQBA PFK(
KBD>QFSB 3LJB LC QEB FKCLOJ>QFLK FK QEB PMOB>A
?B FIMLOQBA COLJ QEB B>OIFBO KBQ FK@LJB BUBOG
PLJB TFIl ?B ABOFSBA COLJ QEB PBQ LC CLRO >PPRJ
KLQBA LK QEB MOFLO M>DB
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Year 1 Year 2 Year 3 Year 4 Year 5

EBIT

Depreciation

EBITDA

EBITDA x (1 - .40)

Plus

Depreciation

Depreciation x .40

Less

Nec. Cap Ex

Less

Incr. in Current

Assets

Decr. in Current Liab.

Equals

Free Cash Flow

#6<14 <0- ,)A ?0-6 ,;0)44-1/6 <7 :>-)4 <0O-
.=<=:<75)6 )44 0=5)6 ?1;,75 1; ;=55-, =8 16
<0-;- <?7 ?7;,; HY%l<)6, 078- 1|

IBU>KAOB $RJ>P
"0- 7=6<7. 76<- :1;<7
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&@=831B7®33 /A6 =E

)=:CB7=<

F3@17A3

(BOB FP QEB PLIRQFLK

Year 1 Year 2 Year 3 Year 4 Year 5
EBIT 4,270 4,162 4525 4913 5,324
Depreciation 50 500 500 500 500
EBITDA 4,320 4,662 5,025 5,413 5,824
EBITDA x (1 - .40) 2,592 2,797 3,015 3,248 3,494
Depreciation 50 500 500 500 500
Depreciation x .40 20 200 200 200 200
Cap Ex (1,000) | (1,050) | (1,103) | (1,158) (1,216)
A Current Assets (500) (550) (605) (666) (732)
A Current Liabilities 750 787 827 868 912
Free Cash Flow $1,862 $2,184 $2,334 $2,492 $2,658
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5-6,+0 <:)+0< =6 7<<4)+0<

)6 84)6; )6, , 4)=/0;
9 FAAFPE BUMOBPPFLK
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FB3@</: C<2A $33232
—@:C:/ $

| @LIM>KV KBBAP >AAFQRKMFQFB CFK>K@F>I
OBPLRO@RA.OABO QL DOLT >KA QL J>FKQ>FK FQP BL
MI>KQ >KA BNRFMIBKQL >@NRFOB >AAFQFLKIFKSBKQL
@>KKLQ >@EFBSB > P>|BRBREQEEPBELRQ >AAFKD

LK MOLAR@IFSEFPRBORLQ QL JBKQFLK J>FKQ>FKFKD
BUFPQFKD >FREQRBO QL MOLAR@B JODB BbLRP

3LJB CROQERGBEA4? 9HPHF?B DBK
BO>QBA ?V >@@LRKQP M>V>?IB
KLOJ>I @LROPB LC ?RPFKBPP AR(
0>V>?IBP >OB BPPBICUBB\PELOQ QB
IL>KP MOLSFABA ?V QEBRFMOUIEBOR

CRKAP B @>II QEBPB CRKAP F@
M>V>?1IBP >KA OBQ>FKBA B>O
KRIJBOLRP K>JBP bPMLKQ>KBLRR
J>QF@ c LO bFKQBQIB>LE QEB @LJ

M>KVPe@>MFQ>I KBBAP TFIl ?B JBQ bPMtKB>RBBRPIV
KLOJ>I @LROPB LC ALFKD ?RPFKBPP ?V OBQ>FKFKD PLJ
LC FQP B>OKFKDP 3R@E CRKAP J>V ?B QELRDEQ LC :
?BBK DBKBO>QBA bFKQBOK>IIV
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&LO QEB ?>I>K@B LC FQP @>MFQ>l OB
JBKQP QEB @LOMLO>QFLK TFIl KBBA Ql
bLRQPEABEB CADI0J>I SBKRBOL

?2>KH IBKABOP >KA LO QL ?LKA >KA PQL(
FKSBPQLOP C%0 EQBKGSEA@BNRFOB
JBKQP 4EB BUQBKQ QLEBEA@EAKV
%UQBOK>1| TFIl RPB BFQEBRO9=1<AKA FK TE>Q
&RKAP MOLMLOQFLKP FP QEB PRBEE@Q LC QE
Q>BQOR@ROF-@ QEWF@ ?B AFP
@RPPBA [EBO%&. MOLGB@QFLK FP >K
BPPBK@EIMLKBRDC QEB @LOMLO>
QFLR@>MFQ>| MI>KKFKD

4EB %&. & OJRIMEB CLOJRI> TEF@E TB PE>Il ABSBILM
@LKPFPQP LC QEOBB M>OQP 4EB CFOPQR@®OQ QBIIF
>AAFQFLK> >PPBQP QEB CFOJ TFIl OBNRFOB FK LOABC
> PQ>QBA P>IBP DOLTQE L?GB@QFSB 4EFP M>0Q FP -
CFOBeOBNRFOBA O>QFL LC >PPERPFQLKBEIBRLOB
>PPBQP FK LOABO QL MOLAR@B BIRESIPEBEBO QL
QEFP >JLRKQ >P QEB bDOLPP OBNRFOBJBKQ ¢ CLO I>@t
MEO>PB

4EB KBUQ QTL M>OQP FKAF@>QB QEB BUQBKQ QL -
>@@LRKQP M>V>?IB >KA PB@LKA OBQ>FKBA B>OK
OBAR@B QEB DOLPP OBKRBUBIBSEKD OBAR@BA QE|
DOLPP OBNRFOBJBKQ ?V QEB QTL FKQBOK>IIV DBKBO>(
Q>KBLRP PLRO@BP LC CRKAP TB >OB IBCQ TFQE > CFI
QBIIP RP ELT JR@E >AAFQFLK>I BUQBOK>| CFK>K@FKL
TFIl E>SB ©D0>KDB CLO FQPBIC FK LOABO QL >@EFBS
PBQ P>IBP DOLTQE L?GB@QFSB %UQBOK>| CFK>K@FKL
CLOJ LC KBT AB?Q >KA LO BNRFQV

Y&. -LABle P 2BPQOF@QFSB 'PPRIMQFLK

7B PE>Il >PPRJB QEKSK@F>I 2>QFLP OBJ>FK QEI
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P>JBLSBO QFJB FB TFIl @LKAR@Q bPQ>QF@ >K>IVPFP
MO>@QF@B MOLGB@QFLKP J>V KLQ @LKCLOJ QL M>P¢
MOB@FPRIY OB>PLKP HKLIB sRPRIBA QEB >K>IVPQ

(BOB CLO PFIMIA®PE¥II AFPMBKPB TFQE QEFP @LJMIF
QFLK

)K LOABO QL CL@RP LK QEB K>QR(
CLOJRI> a >KA KLQ LK AVK>JF@ C
O>QFL J>QQBOP a TB TFIl >PPRJB FK QEB
BUBO@FPB QL FGUIR6 E4G3BF
QR@B>KP RK@E>KBRKIFJB 3Q>QF@

2>QFLP

*63 $ =@;C:/1*63 #/B6

+8E@<AB?B:L

&RKARQEFP OBCBBN SKA XBFK>K@F>| OBPIJESQ@BP
QEB CFOJ J>V @>ll RMLK FK@IRAFKD @>PE S>OFLRP
AB?Q LO ?LOOLTFKDP >KAEBIRAMBO QTL LC TEF@E IF-
@>PE >IPL BK>?IB QEB CFOJ QL FKSBPQ FK >KV MOLMLI
0>QB FKSBPQJBKQ MOLGB@Q

)KQBOK>| &RKAEPBPB J>V >IPL ?B OBCBOOBA QL >P BF
bPMLKQ>KBLRPR@ . b>QE@EBPB CRKAP-RQBJ>QF

@>1IV LO PMLKQ>KBBRBOA>QBA FK QEB KLOJ>| @LROPE
ALFKD ?RPFKRPBU>IMIB LC QEFP FP >@@LRKC
M>V>?IBEBK > MOLAR@BO LOABOP O>F SQERE>IR

CLO RPR>IIV QEFOQV A>VP FP @OB>QB/SBY QEB PRMM
@LROPB LC QEBK/AB>P QEB QEFOQV A>VP @LKQFKR>IIV
LSBOCSBO QEB @LROPB LC QEBGERFMURABEFKD CFOJ
FP PRMMIFBA TFQE > COBB PLRO@B LC4EE@ROK>Ic CRK
M>KV TFIl >IPL FKQBOK>IIV DBKBO>QB CRKAP >P FQ E
OBQ>FKP > MLOQFLK LC RQPOBSDKRBRMB>OKFKDP
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%UQBOKRKAR4EFP OBCBOP QL >KV b>AAFQFLK>Ic CRK/
CFOJ J>V KBBA QL O>FPB-RBERKAP QE>Q >OB DBKBO>QE
FK QEB KLOJ>l @LROPB LC ALFKD ?RPFKBPP FK LOABO (
MOLMLPBA @LOMLO>QB FKSBPQJBKQ MOLGB@Q &LO |
QEB CFOJ TFIl E>SB QL DL PL QRUMREB @LKCFKBP

LC FQP LOAFK>0V ?RPFKBPP ?V @>IIFKD RMLK ?>KH IBK
>KA BNRFQV FKSBPQLOP >KA MLPPF?IV LQEBOP %UQ
>OB OBNRFOBA QL QEB BUQBKQ QE>Q FKQBBPK>I CRK.
@FBKQ

+8 % BE@H?4

% ;! 3 n3<a;!l0 3 n3ka;- 3 22 <
&)

o 3 3 a <a:l0 3 3 a <a;- 3 22 <

% 2BNRFOBA FK@OB>PB EK >3PPB&P

,BPPOPMLKQ>KBLRPc FK@OB>PB FK ,F>?FIFQFBP
;10 3 n3<

,BPPOPMLKQ>KBLRPc FK@OB>PB FK 2BQ>FKBA %:
- 3 22 <



4:85%):/54 5 [4'4)2  4'229/9

AS | The expected amount of growth in sales (i.e., S; - S¢)

S1 Next year’s expected sales

A Total Assets (= Total Liabilities + Equity)

AP | Spontaneous liabilities (only), especially accounts payable
M The net profit margin (NI + S)

RR | The retention rate: = (NI - D) /NI = A.R.E. /NI

EFN | The shortfall in finding given the “spontaneous” changes; the

external funding requirement
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<B3@</: I<2 FB3@</: C<2A
)C;/ /@G

7 B P>FA >?LSB QE>Q QEB CFOJ J>V OBAR@B FQP QLQ
JBKQ CLO >@NRFOFKD CRKAP QEOLRDE QEB bPMLKC
b>RQLJI>QF@c DBKBO>QFLK LC FKQBOK>| CRKAP

)JKQBOK>I &RKAP

] |@@LRKQP 0>V>?IB

m)C QEB CFOJ ?LRDEQ PRMMIFBP >KA O>1
CFKFPEBA FKSBKQLOV BQ@ RKABO b@:
ABIFSBQU b#/$ ¢ QBOJP LC P>IB FQ
TLRIA E>SB QL M>V CLO FQ a TFQE @>PE
)C FQ E>P BKLRDE @>HFEK@RDFII
>KLMMLOQRKFQWEBI®PRPB QEB @>PE
TLRIA KLQ ?B FKSBPQBA )C FQ E>A QL 2!
OLT QEB JLKB® TLRIA FK@RO >K
BUMIF@FQ ?LOOLTFKD @LPQ >Q > O>QE
FKQBOBPQ (LTESBDCFOJP >0OB MOL
SFABTFQE A>V QBOJP LC P>IB
COLFQPRMMIFBOP TEF@E >JLRKQP QL :

A>V COBB IL>K AROFKD TEF@E QFJB F
FK@ROP KBFQEBO >K |aKMUODGRKFQV
BUMIFE@R®Q )K QEFP PBKPB @OBAFQ
QBOJP a !@@LRKQP 0>V>?IB a MOLSFAB
@>PE CILT QL QEB ?RVFKD CFOJ 4EB @|
MLO>QFLK OB@BFSBP > COBB IL>K LC >
COLJ FQP PRMMIFBOP

m IQELRDE QEB !@@LRKQP 0>V>?IB TFII
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?B M>FA FK>VP QEB CFOJ TFIl E>SB

LK >SBO>DB LSBO QEB @LROPB LC QEB
VB>0 A>VPLC >@@BPP QL > COBB
PLRO@B LC CRKAP 4HBIBAC)

IBPP PFIRIQ>KBLWRPWP ALTK QEB
0>V>?I1BP >KA QEBK OB LOABOP JLOB
DLLAP

] 'AAFQFERI2BQ>FKBA %>0OKFKDP

Mm4EFP @IB>0OLSFABP > PQOB>J LC
FKQBOK>|I CRKAP QL QEB @LOMLO>
QFLKPMOLCFQB>AB>KA OBQ>FKBA

7 B >IPL P>FA QE>Q QL QEB BUQBKQ QE>Q FKQBOK>|
FKPRE@FBKQ QL P>QFPCV >Il QEB FKSBPQJBKQ KBBAP
>AAFQFLK>I CRKAFKD BUQBOK>IIV

%UQBOK>I &RKAP

] 3ELOQ QBOJ ?>KH IFKBP LC @OBAFQ

] 3ELOQ QBOJ ?>KH IL>KP a bKLQBPc

] ,LKD QBOJ ?>KH IL>KP a bAB?Qc

] )PPR>K@B P>IB LC @LOMLO>QB KLQBP LO ?LKA
] )PPR>K@B RABNRFQV
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*63 $ =@:;C:/ F>:/7<32

*63 $ =@:C:/ F>:/7<32

9LR TFII L?PBOSB QE>Q QEB %&. CLOJRI> E>P QEOBB M>(
>0>QBA ?V QTL JFKRP PFDKP

% ;! 3 n3< a ;!0 3 n3k a ;- 3
22 <

4EB CFOPQ M>0Q OBMOBPBKQP QEB GRNRPEBAFK@OE
1 3 n3<KBBABA QL PRPQ>FK QEB MOLGB@QBA
FK@OB:fR) VB3®PBBRR> QL TBOBBNRFOBA ?V QEB
CFOJ QL PRP@>FBP IBEBIR>| QL (BK@B TB CLOJR

I>QB QEB O>QFL IPPRIFKD QEFP O>QFL OBJ>FKP PQ>
KBUQ VBYEB CFOJ TFIl OBNRFOB PL JR@P BPEQEFP

FP >O0FSBA >Q ?V JRIQFMIVFKDnQEGKB>RIFLGB@QBA
P>IBP FK@OB>PB a3

(LTBSBOPLJB LC QEFP bDOLPP OBMRADBIBRARK
Q>KBLRPINO b>RQLI>QF@BQVRV QEB KLOJ>| ?RPFKBPP
DBKBO>QFLIFH@B@ICRKAP FK QEB J>KKBO LC PMLKQ:
KBLRP IF>?FIFQFBP ?V TEF@E TB MOFJ>OFIV OBCBO Q
M>V>?IB KLQ KLQBP MXVSEBROOBKQ MLOIQELK LC
QBOAB?Q M>V>2PQ VB>PRE@HEKQBOK>I CRKAP OBMOB
PBKQBA > @BOQ>FK MBO@BKQ:DB G TB-IBRRQFMIV
QEFP ALII>O CFDROB ?V QEB MOLGB@QEA ABBP FK@C
J>V PBB QL TE>Q BUQBKQ PMLKQ>KBLRP IF>?FIFQFBP
LOFDFK>I bDOLPP OBNRFOBJBKQ

&FK>IIQEB CFOJ TFIl >IPL a ELMBCRIIV a DBKBO>QB >KA |
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PLJB LC FQP B>OKFKDP QEBOB?V CROQEEM RFBAR@F
OBNRFOBIBRJB Q>HB QEBRIFEY MOLCBEKPD

- >KAJRIQFMIV FQ ?V KERDA/BBO TB DBQ KBUQ
VB>® MOLGB@QBA KBQ MORCFQP )C TB QEB KBQ
MOLCFQDEIOF B -.)3 QFJBP KBUQ WB>®>IBP TB
DBQ KBUQ&RB®IOLCFQPTE CROQEBO JRIQFMIV QEFP
QEB CAOGBQBKQFLR D>QB DBQ QEB CAM0&GB@QBA
OBQ>FKBA B>OKFKDP

ICQBO >Il FP P>FA >KA AB%BBT8 CFDROB a QEB ALII>0O
>JLRKQ LC %&. a QE>Q BK>?IBP QEB CFOJ QL MI>K CL
VB>® >@NRFPFQFLK LC BUQBOK>K2FKEBIGHED
FK@OB>PBA >PPBQ IBSBIP FK PRMMLOQ LC QEB MIs
FK@OBYRBBOBRQFREFP CLOJRI> ALBP KLQ FKPQOR®@
OBI>QFSB QL QEB BUQBKQ QL TEF@E QEB BUQBOK>I
PELRIA ?B JBQ ?V BFQEBO AB?Q-K@ BXRESH?Q

QL %NRMDLMLOQFLK

.LOQB

&LO PFIMIF@FQV LC MOBPBRBIQFBKTEKIFDKLOB
QEB bORIBc LC RPFKD >K >SBO>DB ?>I>K@B PEBBQ A>QRJ T
@LK@L@QFKD JFUBAB>QELPB QE>Q PK@HERAB

>K@B PEBBQ >KA FK@LJB PQ>QHEIEREIMHCF@>
QFLRP FK >AAFQFLK QL QEB PQ>QF@ >K>IVPFP >IQB>AV >PP

3LJB RPBCBLOJRI>B

] n3 3 a3

1- )3
] 22 )a$ ) !12% .) aO02
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$ >>:71/B7=<

$ >>:71/B7=<

9LR >OB DFSBK QEB CLIILTFKD FK@LJB PQ>QBJBKQ >KA
PEBBQ 3LISB QEB NRBPQFLK IFPQBA >Q QEB CQQLJ LC
3>IBP >OB MOLGB@QBA QL DOLT QL TE>Q FP QEB
QFLK>l >JLRKQ LC CRKAP KBBABA b%&.c QL CFK>K@
DOLTQE FK P>IBP

474A68 *;88G 9BE O+ BECP

IP LC &FP@BP®D %KAFKD 88

-FIIFLKP
Assets Liabilities & Equit;

Cash & Equivalents 20 Accounts Payable 100
Accounts Receivable 240 Notes Payable 100
Inventory 240 Current Liabilities 200
Current Assets 500 Long-Term Debt 100

Property, Plant, & Equipment 400 Common Stock 500
Other Long-term Assets 100 Retained Earnings 200
Total Assets 1,000 Liabilities & Equity 1,000

IA6B@8 *G4G8@8AG 9BE O+ BECP

&LO 8>0 %KAFKD 88
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-FIIFLKP
Sales $2,000.00
Variable Costs (60%) (1,200.00)
Fixed Costs (700.00)
Earnings before Interest & Taxes 100.00
Interest Expense (16.00)
Earnings before Taxes 84.00
Taxes (40%) (33.60)
Net Income 50.40
Dividend Paid (15.12)
Addition to R/E 35.28




4:85%):/54 5 [4'4)2  4'229/9

$)=:CB7=<
% o 3 n3<ka ;!0 3 n3a ;- 3
22 <
: < a . < a
: <
a a

1RBPQFLKE>Q ALBP QEFP KRJ?BO JB>K

IKPTBO)Q JB>KP QE>Q FC JV @LIM>KV TFPEBP QL DOLT FQP
P>IBP KBUQ VB>0 ?V  FQ TFIl KBBA QL >AALK |TLOQE
LC >PPBQP LC TEF@E  TFIl ?B CRKABA BUQBOK>IIV

2BJBJ?BO)C FQ TFPEBP QL FK@OB>PB >PPBQP ?V| FK LOAE

QL >@EFBSB FQP P>IBP L?GB@QFSB FQ TFIl E>SE QL FK@O!

LQEBO PFAB LC QEB ?>I>K@B PEBBQ ?V QEB P>JB|>JLRKQ )k

@>PB  TFIl ?B MOLSFABA FKQBOK>IIV ?V >@@LRKQP M>V>
TFIl 2B MOLSFABA FKQBOK>IIV QEOLRDE OBQ>FKBA B>OF

FKDP >KA  TFIl 2B MOLSFABA BUQBOK>IIV ?V PLJB JFU

LC AB?Q >KA BNRFQV
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Source

$180.90 External (Debt & Equity)
69.10 Internal (AP and ARE)
$250.00 Added Assets Requirement

5PB;876<)6-7=; @E>KDBP LABEAQ FP !0 CLO

IF>?FIFQFBP BU@IRAB .LQBP 0>V>?IB .0
,LKD QBOJ AB?G8,

>KA

4EFP T>P ?>PBA LK > PQ>QF@ O>QFL >K*IVPFP a LF

OBPQOF@QFSB >PPRIMQFLK

4EFP E>P ?BBH6#5-6<)4 >K>IVPFP TB TB(
LKIV FKQBOBPQBR, EKIQE)B>JLRKQ LC
CRKAP KBBABA >KATEES@EBLQ

1RBPQFLK (LT JR@E LC QEB TFIl ?B BUQBOK>IIV CR

?V AB?Q >KA ELT JR@E ?V BNRFQV

bB

1IRBPQFLK 'KPTBO

4EB MOBPBKQ AB?Q BNRFQVO>QFLFP FB  AB?Q 3
4LQ>l @>MFQ>IFP  TFQE LCAB?Q>KA LCBNRF
4 IPPRJFKD PQ>QF@ >K>IVPFP LCQEB  TFII 78

KA BNRFC
QV $ f
3
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CFK>K@BA ?V AB?Q >KA  ?V BEIRFOMI J>FKQ>FK QEB @
O>QFLP FK QEB P>JB MOLMLOQFLKP >P MOFLO QL QEB
FKD

1RBPQFLK 'KPTBO

IKLQEB®IBOE>MP ?HRQRO @>I@RI>QFKD QEB AB?Q O>
MROMLPB TLRIA ?B ?V BU@IRAFKD FKQBOK>l @>MFQ>
)K QEFP T¥8 TLRIA ?B BPQ>?IFPEFKD LKIV ELT JR@E BU
AB?Q >KA BUQBOK>| BNRFQV PELRIA ?B O>FPBA >K >M|
TLRIA ?B JLOB @LKPFPQBKQ TFQE QEB MROMLPB LC QFf
7 B >DOBBA QE>Q QEB CFOJKBBAP  LC BUQBOK>IC

4ERP:-;-6<4ABUQBOK>| AB?Q f BUQBOK>I BNRFQV  f
FK AB?Q >P @LIJM>OBA QL QEB QLQ>I LC BUQBOK
7 BE>AO>FPBA LC BUQBOK>| AB?Q CLO BSBOV LCB
4LQ>I BUQBOK>I @>MFQ>I T>P KLQQEB FKQL
Q>I RPBA FK QEB MOFLO @>I@RI>QFLK )K QEFP >IQBO
E>SB FDKLOBA:6)4@@LRKQP M>V>?IB  >KA OBQ>FKE
FKDP  )K@OBJBKQ>I FKQBOK>I CRKAP TFIl ?B MOLSH
@LJIFKD VB>O >P FK QEB M>PQ

"BILT TB FIIRPQO>QB ?LQE >KPTBOP

Answer #1 Answer #2
(30% Debt Ratio) (28.5% Debt Ratio)
Debt = $54.30 IDebt = $51.69
Equity = 126.60 [Equity = $129.21
Total $180.90 Total $180.90

D/TA] 3/10=30% | | D/TA] 217 =28.5% |

D>MFQ>|
KBT BUQBO

DFL CLO QE
COLJQEBC
QBOK>|
MOL>@E TE
B %&. CLOJ
RKAP

QE>Q FP

>l @>MFQ>I
JQBOK>| BN
D>l @>MF
K>QB @>1@
BA B>OK
ABA LSBO C
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)K QEB CFOPQ QTL BUMOBPPFLKP FK QEB!%& JI'®! F H
>KA 10 3 n3<TBRQFIFWB QEB FK@OBJBKQ>I MOLGE@QBA P>IBI
FK@OB>PBnB HFEBOB>P QEB QEFOA MLORFLKz 02 <
TB RQFIFWB QEB BKQFOB MOLGB@QBA P>IBP >JLRKQ 3

L <A 946G @4L <A4A6<4?)AG<BFE 6:4A:8

)K QEB CLOBDLFKD >K>IVPFP TB >PPRJBA QE>Q CFK>K(
AL KLQ @E>KDB LSBO QFJB )K C>@Q O>QFLP >0OB AVK:
>OB PLJB OB>PLKFFREY>@Q O>QFLP TFIl @E>KDB

6BAB@<8F B9 F&#3® @LIM>KFBP

DOLT I8BO >KA MOLAR@B JLOB QEBV
?BKBCFQ >@@LOAFKD QL -F@OLB@LKL
QEBL@OLJ ILTBO MOLAR@QFLK
@LPRIBRKAQOLAR@ESBK QELRDE

QLQ>I MOLAR@QFLK @LPQIEBOB OFPFI
MEBKLJBKLK TFIl @LKQFKRB RKQFI QEB
CFOJ OB>@EBP CRIl @>M>@FQV >KA KB
QL>AA LIEPPBQP FK LOABO QL @LKQFKRI
DOLTFKD 4EB IPPBQ 3>IBP >KA 00LCFQ
O>QFLP TFIl GBEDBA 'PPBQP TFII
OBJ>FK CI>Q >P P>|BPRI®HA CRII
@>M>@FQV FP GES@EERAFQ @LPQP
ALTK DOLPP MOLCFQP TFIl FK@OB>PB

O#H@CL FF8GFB CFOJP J>V OB>@E

> IBSBI TEBOB QEBV E>SB QL >@NRFOB
JLOB BUMBKPFSB >PPBQP XPPBQP ALK
DOLT PJLLQEIV LO FK QEB P>JB MOLMLO
QFLK >P QEB P>IBP FK@OB>PB TEF@E F
IFHBIV PIJLLQEBO &LO BU>JMIB QEB
C>@QLOV J>V 2B >Q LKIV LC @>M>@
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FQVEF@ECI®AP PR?PQ>KQF>I DOLTQE
FK MOLAR@QFLK >KA P>IBP TFQELRQ >/
LK @>M>@FQV LO BUM>KAFKD QL >K >A,
QFLK>| C>@BEERM P>IBP @LKQFKRB QL
DOLT ?BVLKA MOBPBKQ E3M>@FQV
TLRIA ?B FK@RJ?BKQ RMLK QEB CFOJ Q!
>AA QL FQP CFUBA >PPBQP >Q PLJB MLF
3R@E >PPBQP TLRIA PRAABKIV GRIM FK
PEWB 3>IBP ?V @LKQO>PQ J>V DOLT O
>QFSBIV PJLLQEIV LSBO QFJB 4EB 3>IBP
4LQ>! IPPBQ O>QFL TFIl MOLSFAB PLJB
FKPFDEQ

4C<G4? BFGFB QEB76751+
@LPQP QL QEB @LOMLO>QFLK LC ?LOOI
JLKBV >KA FPPRFKD PQL@H TFII IFHBIV
@E>KDB LSBO QFJB a FKQBOBPQ O>QBF
DL RM >KA ALTK @>RPFKD @E>KDBP FK
QEB @LPQ LC AB?Q ?LOOLTBA JLKBV
QEB @LPQ LGABRO >CQBSU

FK@LJB J>}6+):- )Q TFIl QEBK ?B
@EB>MBO QL CFK>K@B KBT CFUBA >PP!
QEB CFOJ J>V QEBK AB@FAB QL >AA LK
JLOB00 % 4EB4)% 2>QFL

%"4 YKQBOBPQ %UMBKPB J>V MOL
SFAB PLJB >AABA FKPFDEQ EBOB !IPL
PQL@H FKSBPQLOP TFIl ABJ>KA QE>Q Q
@LIM>KV MOLAR@B AFSFABKAP >KA
FK@OB>PBA MOLCFQP a QL ?B OBQ>FKE
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AFPQOF?RQBA >P AFSFABKAP !AAFQFLk
2BQ>FKBA %>OKFKDP TFIl FK@OB>PB QI
@LIM>KVS>IRB >KA EBK@B FQP PE>OB
MOF@B #>MFQ>| #LPQP PELRIA KLQ ?B
@LKCRPBA TFQE #>MFQ>I IPPBQP #LPQF
)K PELOQ TE>Q FKSBPQLOP OBNRFOB L
ABJ>KA QEB @LOMLO>QFLK JRPQ MOLS
OBQROK QL QEB FKSBPIBISIFP >K
+7:<QL QEB @LOMLO>QFLK
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)C;;//@G *63  C<2/;3<Bl:A=4
11=C<B7<5 /<2 7</<17/: <|:.GATA

4EFP JFDEQ ?B > DLLA MI>@B QL OBSFBT TE>Q TB E>SB ||
QERP G@DPQ TB EFDEIFDEQBAP@RIAFBP FK OB>AFKIE
CFK>K@F>I PQ>QBIBRIQK@IE> >KN\EPAIPA QEFP 2V
CL@RPFKD LK BU>JMIBP LC @ROOBKQ FKSBKQLOV >K/
>PPBQ >@@LRKQFKD ABMOB@ F>QRERPGBEERED QFSE
IFDEQP >PPFPQBA RP FK IFPQFKD >K&RKARORMBRAFKI
J>0OV FPPRBP OBI>QBA QL >@@LRKQFKD A>Q> FKC
K>JBIV EFPQLOF@> ?F>P QEB >0?FQO>0V RPB LC @L
>KA MOL?IBJP E>SFKD QL AL TFQE BPQFJ>QBR SKA OBPB
RP QEB PQ>QBJBKQP J>V KLQ ?B TE>TUFQERE REE
NRBKQ OBAR@BA RPECRBKEMPDLFKD QL RPB >@@LRKQ
A>Q> >P FREIRD O>QFL >KFWBPRPQ CFOPQ >KA CLOB
JLPPB @LDKFW>KQ LC QEFPQBEBAOK ELT
QL>AGROEB KRJ?BOP > PHFII TEF@E VLR TLRIA >@NRF!
> 16)6+1)4 1<)<-5-6<: 6)4A:1@LROPB

"BQTBBK EFDEIFDEQFKD >@@LRKQFKD MOL?IBJP >KA N
O>QFL >K>IVPFP TB AFP@RPPBA QEB @DB3IOFLK LC
CFK>K@F>I PQ>QBJBKQP >KA @OB>QBA > MOLGB@QB/
JBKQ B >IPL ILLHBA >Q > JLABI CLO MOLGB@QFKD COI
CILT > SBOV FIMLOQ>KQ MOBAF@QLOPLCKDI@KIM>K Ve
MBOCLOJ>K@B > JBQOF@ ?V TEF@E MLPPF?IB FKSBPC
MOLGB@QP >OB B&FK:HYER AFP@RPPB® QED4

=6,: ---,  JLABI >K FIMLOQ>KQ QLLI FK @>MFQ>l M
KFKBK LOABO QL >@@LJJLA>QB DOLTQE
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6/>B3@A 756B $7<3 (3 D73E
'C3AB7=<A

#E>M@B@ 2BSFBT 1RBPQFLKP

$BCFKB B>@E LC QEB CLIILTAK@QBIBR
Q>IFPJ 3RKH #LPQP >KA #>KKF?>IFW>Q

&ILT
7EV FR#& FIMLOQ>KQ 'FSB QTL OB>PLK

| (LT AL TB RPB QEFP

%UMI>FK

@LJIM>KV E>SB OBD>
FKD ELT FQ J>V @ELL

&ILT

#OB>QB >- );0 477 QBJMI>QB >KA PMOB
QEB CLOB@>PQBA KRJ?BOP ?>PBA LK Q
>PPRIMQFLKP

m ,>PQ VB&IP>IBP TBOB  JFIIFLI

FLK

JK TLOAP BUMI>FK TE>Q FP JB>KQ ?V &0OBB #>PE

U

JLABI a CLO FKAFSFAR>|
MOLGB@QP CLO QEB BKQFOB
@LOMLO>QFLK LO ?LQE

| 7E>Q LMQFLKP ALBP QEB

DA
PB

QL RQFIFWB FQP &0BB #>PE

>A
=B CLIILTF
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>KA >OB BUMB@QBA QL DOLT (
KBUQ QTL VB>OP >Q MBCLVB;]
ILTBA ?V QEOBB VB>OP LC DQ

m #LPQ LC 'LLAP 3LIA I>PQ VB>O T

JFIIFLK >KA >OB BUMB@QBA

DOLT >Q > 0O>QB MBO VB>0 FH
KFQBIV

m $BMOB@F>QFLK FP MBO V
> PQO>FDEQ IFKB 0>QB FK QE
QEB ?RFIAFKD TFIl E>SB ?BBK (
ABMOB@F>QBA 4EFP @LIM>K
ABMOB@F>?IB BNRFMJBKQ

m 4EBOB FP KL >JLOQFW=>QFLK

m 3BIIFKD >KA 'BKBO>I IAJFKFPQQ
BUMBKPBP I>PQ VB>0 TBOB
>KA TFII DOLT JLABPQIV >Q >K 3

0>QB

m 4EFP @LIM>KV FP FK QEB Q>
20>@HBQ FK@IRAFKD &BABO3
3Q>QB 4EBOB >0B KL IL@>I Q>

m 4EB @LIM>KV BUMB@QP QL PN
JFIIFLK B>@E VB2 >
LC TEF@E TFIl ?B KB@BPP>0OV

m ,>PQ VBFGROOBKQ !PPBQP BU
FKD #>PE TBOB  JFIIFLK >KA
BUMB@QBA QL DOLT >Q > 0>(
VB>0 FKABCFKFQBIV

m ,>PQ VBERGFROOBKQ ,F>?FIFQFE
JFIIFLK >KA >OB BUMB@QBA (
>Q> 0>QB CLO >Q IB>PQ CFS

(LT ALBP QEB >K>IVPQ E>KAIB ABMOB@H

°LO QEB
-0
LTQE

BOB

QL
KABCF

B>0O >Q

B CFCQE V
LRIV

V E>P KL

>QFSB

PKKR>|

]
o] SKA
UBP

IBKA

@IRA
FP
DB MBO

P TBOB
DL DOLT
3 \VB>OP

>QFLK FK
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QER#&-LABI 7EV ALBP P EB E>KAIB FQ Q
T>V .LQB QE>Q ABMOB@F>QFLK L@@R(
CLOJRI>

#>K VLR IFPQ >I| @:RIFQ>| FOBI@EDB
FK@IRABAQEB ">I>K@B 3EBBQ

7EV ALK® TB FK@IRAB @>MFQ>| @LPQP
QER#& -LABI

IK FK@OB>PB FK #ROOBEQ@3RPRQP
=:-: CRKAP 7EF@E FP FQ 7EV

/K TE>Q ?>PFP AL TB AFPQFKDRFPE ?BQ]
bFKQBOK>Ic >KA bBUQBOK>Ic CRKAP

,FPQ PLJB FKQBOK>| >KA BUQBOK>| CRK
#>1@RI>QB @EB.6)4 =6,; CLOJRI>

CLO QEB ,#- #LIJM>KV ?BILT ?>PBA LK QE
CLIILTFKD >PPRIMQFLKP
m ,>PQ VB&IP>|BP TBOB JFI
IFLK
m .BUQ VB&FAL?GB@QFSB FP QL F
P>IBP ?V
m 6>0OF>?I1B @LPQP TFII?B LCP

6>0F>?IB @LPQP @E>KDB TFQ
SLIRJB

m &FUBA #LPQP >OB BUMB@QBA
LCO 0 % &FUBA @LPQP A
KLQ @E>KDB >KA >0B RKOBI>Q
P>IBP SLIRJB

m )KQBOBPQ %UMBKPB FP LC .1
0>Vv>?IB >KA LC ,LKD QBOJ AB

m 4>UBP >0OB

E>Q
DP QTF@B

FK

IBBK

B

K@OB>PB

>1BP
E P>IBP

QL ORK

BA QL

QBP
PQ
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m 4EB @LIM>KV BUMB@QP QL J>FKQ>FK
FQP 0>VLRQ 2>QFL>Q LC FK@LJB

7E>Q FP QEB @LIM$&/¢-C FQ FP QL JBBQ FQP DOLTQE
L?GB@QFSB

7E>QAL QEWB>® QEOBB 3LISBK@V O>QF|P ILLH
IFHB

7EV T Fll QEB @LIVPIORK>K @ FOIR@E>KDB
KBUQ VB>O
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3BIB@QBA 'KPBER@E>MQBOP >KA

]

+45?8

9LR >OB FIl >ASFPBA QL AIBQERPFEY?V
E>KA 0I>@B FQ EOA D>?IB

/KB KBBAP QL CFDROB %")4 ?V >AAFKD F
)K@LJIB 3Q>QBJIBKQ A>Q> QL QEB QBJIMI
@E>MQBO

b,>PQ B>&c KRJ?BOP >0B KLQ FIIRPQO>(
QERROB>A 3EBBQ

b9B>0 Rc KRJ?BOP CLIILT b,>B¢@9c &LO

BU>JMIB ,>P@%® 3>IBP TBOB  -FIIFLK
b4EFPB>&c P>IBP FK@OB>PBA ?V  4EB|
CLOB

"B @>0BCRI >?LRQ QEB #ROOBKQ !PPBQ
F>?FIFQFBP KRJ?BAFFGPQ @>I@RI>QB
LO AB@OB>PBP KLQ QEB DOLPP KRJ?Bd
ASQR, QI&#&

$<??<BAF

K QEB
-QB FK QEI

DBA FK

OB

P >KA #RO
FK@OB>PB
P 7TEF@E
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% BE@H?4

$<??7<BAF
) E>SB >PPRJBK QEB NRBPQFLRESPRIEB " 3 >KA ) 3
A>Q> >0B PQ>QBA FK 4ELRP>KAP O>QEBO QE>K -FIIFLKP 4E
JLOB M>IM>2IE)B QE>Q EBOB QEB KRJ?BOP >OB PAFJMIFCFB/
QL -FIIFLKP FFRELOGERIB QE>Q 02  "BT>OB QEB
AFCBOBK@BP
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m $ %
m$ 4!

m4)% %")4 )
U

] % ;! 3 n3<a;!0 3 n3<a;-
3 22 <

] 7 B TFII >PPRJB b3Q>QF@ 'K>IVPFP ¢
$<??<BAF

] 3>IBP >KA 6# TFIl @E>KDB KBURYBHTFI|
OBJ>FK QEB P>JB 4EBOBCLOB TB PELRI
@E>KDB FK QEB KBQ NMSKCHQAIEE>KDBH
QEB AFSFABKA M>FA >KA OBQBKQFLK O
FKD KL @E>KDB FK M>VLRQ BIST@RRO
MLIF@V

A PBB >
b FK

>QBP a >PF
C
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&@B *63*7:3,/:C3 =4
#=<3 G

0>0Q))) 4EBJB 6>IRB LC -LKBV

#E>MQBO 4EBJIB 65IRB LC -LKBBFJIMIB &RQROB >KA
0OBPBK®IRBP

#E>MQBOIEB 4FJB 6>IRB LC -LKBKKRFQFBP 0BOMBQR
FQFBP >KA -LOQD>DBP




6/>B3@ *63*7:3, /[:C3=4
#=<3 G )7;>:3 &@3A3<B /<2
CBC@3:C3A
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6/>B3@ * 3< "3/@<7<5 %CB1=:3A

,B>OKFKD /RQ@LJIBP

)K QEFP @E>NQHBII

] 4?6H?4GEIMIB &RQROB >KA 0CHRBRQ 6
2LQE J>QEBJ>QF@>IIV >KA TFQE > PFIMIB @>I@RI>
QLGOKA ?V RPFKD >K JKQBOBPSIEE-QBP 4

] CC?LQEB): - 755)6,5-6<; LC QEBJB
6>IRB LC -LKBV 46-

] <998BAG<4@BQTBBK PFIMIB FKQBOBPQ HKA FKQBC
BPQ LK FKQBOBPQ

] BAF<78BEB @ROSFIFKB>0 K>QROB LC @LJMLRKA
FKQBOBPQ >KA 46-

] B@C4BQEB OBI>QFSB SLI>QFIFQFBP LG PELOQ QE
SBOPRP ILKD QBOJ @>PE CILTP

.LQB 2BSFBT NRBPQFLKP CLO HEK-MUB@BSBK TFI|
>MMB>0 >Q QEB BKA LC #E>MQBO %IBSBK
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*63 *7;3, [:C3 =4 #=<3G /<2
<B3@3AB

&LO B>@E LC QEB CLIILTFKD NRBPQFL
>PPRJB VLR E>SB  >KA QE>Q FKQBOBPQ L
TFIl ?B M>FA FK CRIl >Q QEB %.$ LC QEI
PQ>QBA MBOFLA 7E>QHGBHEBSF

&6P DFSBK B>@E LC QEB CLIILTFKD NRBI
QFLKP )K LQEBO TLOAP ELT JR@E JLKBV
TFII VLR E>SB >Q QEB OBIBS>KQ CRQROB |
FK QFJB )C VLR E>A JLOB QE>K QEB

&RQROB
6>|gB >KPTBOP TLRIA ?B QEB >MMOLMOF>QB JF

MIB QEBOBLC

IP TB DL QEOLRDE QEB
NRBPQFLKP >KA @>I@RI>
QFLKP L?PBOSB ELT QEB
LRQ@LJIBP LO PLIRQFLKP
@E>KDBOM QL BUMI>FK
QEB OB>PLKP CLO QEB AFC
CBOBK@BP FK QEB LRQ
@LJBP !IPL L?PBOSB
QE>Q QEB PBBJFKDIV PJ>I|
AFCBOBK@BP FK LRQ@LJBP
>OB OB>IIV KLQ >P QOFSF>| >P J>V PBBJ >@BCFIBQ DI>K
FIIRPQO>QFKD &RRBFOBI B>@E NRBPQFLK LC GRPQ LKE
I>0 LC JLKBV QE>Q TB E>SB KLEBREATS4?H83RM

MLPB TB TBOB FKPQB>A AB>IFKD TFQE JFIIFLKP LC ALII>

00OBPBKQ
6>IRB

P TB DL QEOLRDH E NRBPQEOIKII JBQELAF@>11V >KA
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M>FKPQ>HFRDIB>QBKBMVJI?LIF@ CLOJRI> TEF@E
J>V ?B BIMILVBA CLO >KV PFJFI>O MOBDR) QEB
>MMOLMOF>QB S>IRBP FKQL QEB CLOJRI>B QL PLISB
IBJPKRIBOF@>BMRQFLKP CLIILT

9 LR TFIl B>OK FKQBOBPQ M>FA LK@RERB&S®
LC QEB VEXO LKB VB>0

9LR E>SB KLT LC 0OBPBKIB606 )K LKB VB>O

VLR TFIl OB@BFSB VLRO bMOFK@FM:84=.C 7>@
FKQBOBPQ >Q >K >KKR>l 0>QB LC OBOROK 2 LC
BO>| &RQRORB &6 CLOJRI> TFIl QEBOBCLOB ?B

)

)KPBOQ QEB OBIBS>KQ A>Q> FKQL QEB CLOJRI> FI
PLISB CLO QEB &R(FEOB 6

IP TB DL QEOLRDE QEFP >K>IVPFP VLR TFIl KE
QUB>0OK >KA OBJBIZBB PVJ?LIP LO >??0BSF>QFLKP

3>JB >P NRBPQFLK ?RQ 2

(BOB TB TFIl RPB QEB P>JB CLOJRI> >P >?LSB ?RQ V
TFIl FKPBOQGBAKQ O>QB CLO 2 7E>Q FP QEB &R
6>IRB 7EV FP QEB LRQ@CE®DBRQ

3>JB >P NRBPQFLK FB 2  ?RQ CLO QTL
VB>OP K VB>0P O>QEBO QE>K GRPQ LKB

7 B TFIl KLT E>SB QTL VB>OP LC @LIJMLRKA FKQBC

K 4EBOBCLOB TB >MMIV QEB &6 CLOJRI> PIFDE!
JLAFCFBA > PB@LKA QFJB

- ) )



+44+:, [-+2

- e A
(BOB QEB BUMLKBKQ bKc PQ>KAP CLO QEB KRJ
VB>0OP FK TEF@E QEB JLKBV QK@WRRRAPK F
QEFP @>PB RE>Q FP QEB &RORBBEV FP QEB
LRQ@LJIB@BEOBBE>K FK QEB MOFLO NRBPQFLK

FKQBOBPQ QTF@B EMB+®B VB>0

)JKQBOBPMBR; NRLQBA =H>KKRXD>QB RKIBPP
BUMIF@FQIV KLQBA LQEBOTFPB

JRO >KKR>l O>QB FP PQFIl  ?RQ TB TFIl OB@BF
ESICCFQ FB 2fM  f >Q QHEB LC

B>@E E>IC VAE®IBQQB® PQ>KAP CLO QEB KRJ?BO
LC @LIMLRKAFKIT,: MBO VBEBOB

- ) c ) C

LQF@B QE>Q BEFIBQEBOB >0B KLT QTL @LJ
MLRKAFKD MBOFLAP MBO QES@BUMLKBKQ JRPQ
OBCIB@Q QE>Q /RO BUMLKBKQ FP @EBABCLOB KL’

7EBKBSBO M TB JRPQ J>HB?7>AGRPQJBKQP QL
QEB CLOJRI> b2 Mc FK QEB 0>QB M>0Q LC QEB CLC
bK g Mc FK QEB BUMLKBKQ 7EFIB FK QEBLOV 0 @>
LK >KV FKQBDBO S>IRB FQ TFIl >@QR>IIV ?B BNR>
LO CLO >KKR>II\PBJF >KKR>INR>OQBOIV
JLKQEINLO A>FIV OBPMB@REEEIR BU>IJMIB K
TEBKM TB QBKA QL IB>SB FQ LRQ >P QEB MLTB(
LKB FP FIMIF@FQ /RO DBKBO>I CLOJRI> KLT ?B@L.

' ) CASC
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/RO &RQROBRB CLOJRI> FP KLT @LJNEBQB
&RQROBRB AL VLR DBEV FP QEB LRQ@IOB@FC
BKQ QE>K FK NRBPQFLK

.LOB QE>Q TEBK PLISFKD CL
6>IRB TB JRIQFMIV QEB 0
6>IRB ?V > bC>@QLOK@C ~°
€1 946GHEP PFIMN@H?G<C?
AEFP JRIQFMIF@>QFEBE BARA
G<4VIOL@BPP FP OBCBGBEA QL =B

CBHAT7<A:
-RIQFMIFBQ
3>JB >P NRBPQFLK ?RQ CLOoQiTAKBK
VB>0OP QF>I

#LJ
7 B @>K BIMILV QEB CLOJRI>|Fi QRRFKD
®

MOFLO NRBPQFLK 2BJBIRB
L@@ROP QTF@B FK LRO CLOJRI>(BOB—

K >KAM 7E>Q FP VLRO

&RQROBIRB 7EV FP QEB LRQ@CHEDBRRQ QE>K FK
NRBPQFLK

7E>Q E>MMBKP QL CRQROB S>IRBP >P FKQBOBPQ 0>(
KRJ?BO LC VB>OP bKc >KA @LIMLRKAFKD COBNRBK@
FK@OB>RB>KPTBO QL QEFP NRBRQFBRREKQPRJ
J>OVQEB b4EOBB #LJJ>KAJBKQRQEBIB 6>IRB LC
LKBV

+,8 +;E 88 B@@4A7@8AGF B9 +-$
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/C @LROAEB QMMLPFQB TFII L@ @RKAHD 0
AB@IFKBILT TB BUMI>EK;-6< $)4=-;

&LO B>@E LC QEB >?LSB NRBPQFLKP TE>®-TLRIA ?B C
-6< >)4=LC QL ?B OB@BFSBA >Q QEB BKA LC QEB PQ>(
LAP )K LQEBO TLOAP TEBOB FK NRBPQFLKP QELRDE
>PPRJBA LC 06 >KA E>A QL @>|@RISTIBTRIKES
>PPRJB LC &6 >KA @>I@RI>QBA FQP 06 RPFKD QEB A
B>@E LC QEB CFOPQ NRBPQFLKPOBBEVIE/ TRO
&RQROBIRB CLOJRI> QROKPMLPRAQEEA 06KRJ
?BOP PL QE>Q TB @>K PLISB-QEBOSQE>K CLO &6

LI - R ) CASC

4ERP TEBK PLISFKD CLO 0CBRBKQ 6
TB,1>1,- QEB &RQRIBH?V QEB)

C A S CC>@QIEFP AFSFPFLK MOL@BPP F
OBCBOOBATQEGBHAG<A:

2>QEBO QE>K AFSFAFKD TB @>K >IPL JRI
MIV QRIRQROBRERV QHB6<#B42C
QEB AFSFPLO

>

$FP@LRKQ
FKD

2B@QFMOL@

'-  -S2R ) CASQ

$BCFKFQFLK+187+)4FP QEESBARB
> KRI?BOEF@E FP >0O0FSBA >Q ?V QROKFKD QEE
?B®RMPFAB ALBK LO FP QEB OB@FMOL@>I LC
AEB OB@FMOL@RLGALO 3L 2M
IMska: f 2M K9IM >0B OB@FMOL@>IP LC LK
>KLQEBO

)K RPFKD )KQBOBPQ@72BEB UK TEF@E AFPMI>V
OB>AV J>AB>IOB>AV @>@B3&>@QLOP VLR TFII

KLQB QE>Q >Il QERG>BBEIBPPQ>QBA >P JRIQFMIF
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BOP FK@IRAFKD QEB YIBBRBK@@E.OP 0B&P

TFIl RPB Q>?IBP FK LOABO QL @RQ ALTK LK QEB K
LC @>I@RI>QFLKP QE>Q TB JRPQ J>HB >KA QL Q
OBAR@B BOOLOP

)PR) > OB>IFPQF@ NRBPQREKQQRESPH6 EH
JFDEQ QE@RR>IIV L@@RO

/C @LROPB FQBPFI LCQBK HKLT QEB CRQROB M>
JBKQP >KA TFPE QL CFDROB PRR)@BBSEVIIB

VLR J>V TFPE QL MRQ >PFAB PLJB JLKBVTBLO QEB
M>VJBK@ > ELRPB Fi¢ WB>OP IPPRJFKD VLR
HKLT QEB bAFP@LREKGLOXPEDE JRPQ VLR PBQ
>PFAB QLA>V FK LOABO QL CRKA QE>Q >JLRKQ (LT
TFIl VLR KBBA QL PBQ >PFAB QLA>V QL CRKA VLR
?2LOK @EFI&LIIBDB QRFQEKA M>VP FKQBOBPQ
BSBOV PFU JLKQEP FK > HKLTK >JLRKQ (LT JR@!
PELRIA VLR M>V QLA>V FK LOABO QL OB@BFSB QEL
>JLRKQP

SLIRQFLKP >KA %UMI>K>QFLKP

4EB FK QEB NRBPQFLK FP OBOBBEBKJpHR>P6

4EB >JLRKQ LC JLKBV TB TFIl E>SB FK QEB CRQROB FP O
QL >P &RQRIOWEH &6 2BIBI?BOTB >OB PL GRPRJ

FKD QE>Q QEB FKQBOBPQ M>VJBKQR&AR BABEQ QER
OBIBS>KQ M>VJBKQ MBOFLA
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6 16>-;<5-6< 16 36774-,/- 8)A; <0- *-;< 16<<

"BKG>JFK &O>KHIFK
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<B3@3AB =< B63 <B3@3AB *63
$/BC@3 =4 =>=C<2 <B3@3AB

ICQBO LKB VB>0O >P KLQBA FK QEB BUQRH B KIBFRLO
TFII E>SB B>OKBA CLO BSBOV ALII>0O FKSBPQBA >Q
4EFP T>P OBMOBPBKQBA ?V QEB CLOJRI>

7 B KLQBA QE>Q FC QEB FKSBPQLO E>A FKSBPQBA CL
>D>FK>Q MBO VESDLRIAE>SB  4EFP T>P OBM

OBPBKQBA ?V )K LQEBO TLOAP FK QEB CFOF
VB>® EBB>OKBA FK FKQBOBPQ TEFIB FK QEB PB@LK
EB B>OKBA 7EV ALBP EB B>OK JLOB FKQBOBPQ FK QEB
LKA VB>0 FC QEB FKQBOBPQ O>QBa a OBJ>FKP QEB P

)K QEB PB@LKA BB >D>FK OB@BFSBP  FKQBOB
LK EFP MOFK@FM>| FKSBPQJBKQ LCPFKEBSE®
>|OB>AV B>OKBA  LC FKQBOBPQ COLJ @B MIOFLO VB>
>IPLB>OK LK QE>Q AFJB 4E>Q FP BNR>I QL >KLQEBO A
LC FKQBOBPQ B>OKBA AERFK QEB PB@

LKA VBEBTFII E>SB B>OKBA >KLQEBO  MIR® >
QLQ>ILC  4EB CLIILTFKD PRJJ>OFWBP QEFP KLQFLK
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4EFP FP QEB K>QROB LC FKQBOBPQ 15808 FKQBOBP
6<--:< %>@E VBOEB FKQBOBPQ LK QEB FKQBOBPQ TFI
QFKRB QL @LJMLRKA
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)=:3#=@3)7;>:3 *# &@=0:3;A

7E>Q FP J\t<=:- $)4=- RKABO QEB CLIILTFKD P@BK>OFL
ICQBO B>@E PLIRQFLK TOFQB LRQ QEB BNRFS>IBKQ .
@>l PVJI?LIF@ KLQ>QFLK

3@BK>OFIPPRJB ) E>SB >KA ) FKSBPQ CLO LKB VB>O
OB@BFSFKD >K FKQBOBPQ M>VJBKQdEBKAQ QEB VB>0

3@BK>OFIZE>Q FC ) FKSBPQ CLO QTL VB>OP OB@BFS
FKQBOBPQ M>VJBKQ LC >Q QEB BKA LC B>@E VB>0

3@BK>0OFIZE>Q FC 3@BK>OFL FP @E>KDBA QL >@@LF
PBJF >KKR> @LIJMLRKAFKD

3@BK>0OFIZE>Q FC 3@BK>OFL FP @E>KDBA QL >@@LF
PBJF >KKR> @LIJMLRKAFKD

] )C) HKLT QEB &RORRBICC ELTAL) @>l
@RI>QB QEB36SB CLO B>@E
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IPHFKBTE>Q FP QEB MOBPBKQ S>IRB LC PLJB JLKBV QL ?B
OB@BFSBA FK QEBREFBDREB>IBKQ QL >PHFKD ELT JR@E
JLKBV FP KBBABA QLA>V FK LOABO QL E>SB > @BOQ>FK >JLI
I>QBEPPRJFKD > DFSBK FKSBPQJBKQ O>QB )K LQEBO TLOAF
> MBOPLK QL E>SB LKB ALII>0O CFSB VBF@® &6LJ KLT

ELT JR@E TFIl P EB E>SB QL FKSBPQ QLA>V >Q U

=3 #=@3)7;>:3 *# &@=0:3;A
)=:CB7=<A

LQF@B ELT QEB >?LSB PLIRQFLKP AFPMI>V QEB CRKA
MOFK@FMIBP 105-QjB=- 7. 76-A >?LRQ TEF@E TB
>|OB>AV PMLHEBIV >P FKQBOBPQ O>QBP QEB KRJ?BC
@LIMLRKAFKD MBOFLAP MB® B3B8 FK@OB>PB QEB
&RQROBRB FK@OB>PBP >KA QEBIRBBRBRQB>PBP

)Q FP SBOV B>PV QL J>HB JFPQ>HBP FK ALFKD QEBPB @:
&LO BU>JMIB OBJBJ?BO QE>Q QEB @LJMLRKAFKD COE
>AGRPQJBKQ bMc L@@ROP QTF@B FK QEB ?>PF@ 46-
ALK® CDBQ QbHB QEB OBIBS>KQ >AGRPQJEKQP EBOE
JBQELAF@>I >KA DL PILTIV
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)K QEB BKA bBVB?>lic VLRO PLIRQFLK )C FQ ALBP KLQ IL
FK QBOJP LC QEB 46- ORIBP QE>Q TB >ITR>MOHKLT
>?IV FP KLQ )Q TFIl ILLH @LOOB@Q FC FQ PBBJP QL ?B
TFQE QEB >?LSB @FQBA @E>0>@QBOFPQF@P LC 46-

3L C>®K >Il QEB CLOBDLFKD BU>JMIBP TB E>SB RPBA
MOBPBKQ S>IRB 4EFP J>HBP FQ B>PV QL IB>OK >KA >l|
QL CL@RP LK QEB J>KKBO FK TEF@E MOBPBKQ >KA C
RBP JRIQFMIV LRQ )K OB>IFQV LC @LROPB MOBPBKQ S:
2B LQEEEDB>QBO KRJ?BOP PR@E >P Il LKB
KBBA AL FP PR?PQFQRQB FK QEB OBIBS>KQ KRJ?BO TE|
CLOB TB E>A QEB ILKBIV S>IRB

"15-1; 576-A
"BKG>JFK &O>KHIFK
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)7;>:3 CBC@3 /<2 &@3A3IE3A
=@:C:/A

(>SFKD ALKB QEB CLOBDLFKD TLOH FQ FP MI>FK QL PB

@>RVJI?LIF@>IIV OBMQEPBK@EBJ>®PERD QEB CLI
ILTFKD bI>KDR>DB ¢

4EB BUMOBPPFLK LOchC>@@LA Y Mi>v 2B RPBA

>P > bJRIQFMIFBOC+TEBK=6,16/COLJ MOBPBKQ QL CRQRO
S>IRBP >KA FK FQP OB@FMOL@>| CLOJ >P > JRIQFM
TEBK,1;+7=6<16COLJ CRQROB QL MOBPBK® $FIRB

CFKA QERRQI@HA@RI>QBA LRQ FK FKQBOBPQ 0>QB Q>
@>QBA SBOPFLKP LC TEF@E VLR TFIl CFKA LK QEB M>D
FKD
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b2 Mc JB>KP QE>Q FC QEB >KKR>l FKQBEBPQ O>QB
>KA QEB KRJ?BO LC @LIJMLRKAFKD MBOFLRAB M
JLKQEIV @LIJMLRKAFKD QEB MBOFLAF@ @LJMLRKA O>

f ICQBO LKB VBEB &6 TLRIA ?B
LQF@B QE>Q QEFP @LJM>OBP TSQEB:OAB
@LIMLREKD >Q 4EB ABBOBK@B FK

&RQRCHRBP BPQOFSF>I
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=:>=C<27<5  @3?C3<1G
AAC;>B7=<

,BOB BU>JFKB QEBB&X LC @E>KDFKD QEB @LJMLRKAFK
AFP@LRKQFKD COBNRBK@V LK ?LQE QEB 0OBPBKQ >K
6>IRBP 'PPRJB QE>Q TB B>OK CLO CFSB VB>0OP 2

6 'PPRJB QE>Q TB >OB DFSBK LC 0OBPBKQ >K/
&RQROBIRBBP OBPMB@QFSBIV

. LQF@B E:F bOc FK@OB&EBFK@OB#RB06P
AB@OB2PBQEQ AB@OB>PFKD O>QBP
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4EB J>QEBJ>QF@P CLO @LKQFKRLRP @LJMLRKAFKD
@LRKQFKD CLIILT LK QEB KBUR WHDRLOB QE>Q QEB
AFCBOBK@B ?BQTBBK A>FIV >KA @LKQFKRLRP @LJMLRI
AFP@LRKQFKD FP SBI¥:PJFB ALK®@ LCQBK a FC BSBO a
PBB FKPQORJBKQP QE>Q BUEF?FQ @LKQFKRLRP @LJMI
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)7;>:3 CBC@3 /<2 &@3A3E3A
=<B7<C=CA =;>=C<27<5
)C>>:3;3<B/:

)K LOABO QL PLISB CLO @LKQFKRLRP @LJMLRKAFKD
BKD>DBEB bORIB LC IFJFQPc LO LQEBOTFPB RQFIFWB QF
ILD ¢ 4EB K>QRO>I ILD>OFQEJ FP QEB ILD>OFQEJ QL C
- TEBOBFP BNRFS>IBKQ QL QEB FOO>QFLK>| KRJ?BO
4EB CLIILTFKD MOBPBKQP >K BUBJMI>OV PLIRQFLK CLO
LRP @LJMLRKAFKD

&6 06 B 2K
>KA

06 &6 B 2K

7EBOB B

2 FKQBOBPQ O>QB

0 FP LIFQQBA PFK@B QEB @LIJMLRKAFKD FP @LKQFKRLRP C
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QE>K MBOFLAF@

%U>JMIB 06
2
VB>0OP

&6

3LIRQFLK &6
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6/@ /1B3@7AB71A =4 B63 ¥1C3,
=4 #=<3G , /<2 &,

4EB CLIILTFKD PRJJ>OFWBP >KA OBSFBTP PLJB HBV ¢
>@QBOFPQF@PLE-C$REB7. 76-A >?LRQ TEF@E TB
>|OB>AV IB>OKBA

] 'P QEB FKQBOBPQ O>QB-R“@® GBRFBHPL
FK@OB>PBP

] 'P QEB KRJ?BO LC VB>OP K MBOFLAP MBO VB>(
LO QLQ>I MBOFLAP KgM FK@38>PBP QEB
6>IRB FK@OB>PBP

] 'P QEB @LIMLRKAFKD COBNRBK@V MBO VB>0O
FK@OB>PBR<REEK>IRB FK@OB>PBP

] 2BPQ>QB B>@E LC QEB >?LSB PQ>0OBIBKQP CLC
6>IRBP

] &6 >KA 06 C>@QLOP aLO JRIQFMIFBOP a >0OB OB
@>IP LC LKB >KLQEBO

9LR TFIl CFKA ?BILT > M>OQF>| FKQBOBEYIGR-RBE)>?IB
PR@E Q>?IBP MOUMBDM ?B >?IB QL IL@>QB QEB @LOO
JRIQFMIFBOP a LO bC>@QLOPc a CLO > DESBRIPFQR>QF
KLQB QE>Q QEB 06 C>@QLOP >0OB BUMOBPPBA >P QEB (
QEBE@ROOBPMLKAFKR BBRBO QL >O0FSB >Q QEB &6 LO |
LC > PMB@FCFBA ALII>0 >JLRKQ LKB KBBA LKIV @ELLPB
OB@Q @BIl >KA JREFRINB@ECREHLRKQV QEB C>@

QLO

&LO BU>JMIB QEB &6 LC >Q CLO QBK VB>OP FP
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4EB 06 CLO @LJMLRKABA PBJF >KKR>IIV CLO
CFSBVB>OPFP ¢

)K @>PBP TEBOB TB E>SB JLOB QE>K LKB @LJMLRKAF
AFP@LRKQFKD MBOFLATBIBQRYBBBA QL J>HB QEB
P>JB >AGRPQJBKQP QE>Q TBOB J>AB J>QEBJ>QF@>IIV
&LO BU>JMIB QEB JRIQFMIFBO CLO >KA VB>OP PE
>KKR>IIV TLRIA ?B CLRKA RKABO QEB @LIRJK >K/

MBOFLA OWOBOFLAc FK QEB Q>?IBP TLRIA ?B BNRFS>I
QL bK g Mc FK IROB J>QEBJ>QF@>1 KLIBK@I>QROB
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CBC@3 /<2 &@3A3E3, /1B=@A
#C:B7>:73@A

(BOB FP >KLQEBO ILLH >Q > PLIBTE>Q IBPP >??0BSF>QF
BPQ O>QB QPPMIB QE>Q TB >OB DFSBK LC 00OBPBKC(
>KA &RQROBRGP BB @ QF BN FK QEB BJMQV ~ @LI

RJK ?V E>KA >KA @LIM>OB VLRO >KPTBOP QL QEB C>(
QEB MR?IFPEBA Q>?IBPERSBL )KQBOBPQ 22IBB 4

?BILT .LQB QE>Q FK RPFKD Q>?IBP bOBOFLAPc KgM

HGHE -4?H8 46GBEF &LOJRI> &6 06 2

'E 8FBAG4?H8 46GBEF &LOJRI> 06 &6 f
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(BOB >OB PLJB FKQBOBPQ 0>QB Q>?IBP CLO VLR QL RPE

EQQM TTIBQ>FIFKSBBMAL CRQROBS>IRBQ>?IBP MAC



4:85%):/54 5 [44)[2 4'279/9

- =@2 =< =;>=C<27<5
@3?C3<1G /<2 <<C/. ?C7D/:3<B (/B3A

1RBPQFLKP

7E>Q FP QEEBBBK@B ?BQTBBK  >KKR3|l
0>QB @LJMLRKABA >KKR>IIV SBOPRP >
>KKR>| 0>QB @LJIMLRKABAKREIIBQ.C
&6 LC

(LT J>V QEB QTL O>QBP ?B BNR>QBA )K LQEBO
TLOAP ELT J>V ) ABCFKB&SBCOBNRBK@V
>Q > 0>QB BNRFS>|B8%): QL4BEBBNRBK@V

7E>Q E>MMBKP >P QEB @LIJMLRKAFKD COBNRBK@
FK@OB>PBP

3LIRQFLK QL 1RBPQFLK

)K DBKBO>I 8 %8 &6
IKKR>IIV
SBOPRP
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1R>0QBOIV v

4E>QFP NR>OQBOIV FP BNRFS>IBKQ QL | >KKR
>[IV

)K LQEBO TLOAP QEB !KKR>| 0BO@BR2>DB 2>0QB
CLO @LJIMLRKABA NR>CKpBOIV
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<B3@>=:/B7=<

7E>Q FC TB E>SB+<176)4@LIMLRKA LO AFP@LRKQ O>Q
a PR@E >P a TEF@E FP KLQ QL ?B CLRKA FK MR?IF
Q>?IB2>K TB PQFII RPB QEB Q>?IBP /O AL TB KBBA QL PL
QEB MOL?IBJ J>QEBJ>QF@>IIV LO ?V CFK>K@F>| @>I@F

/KB T>V QL DBQ >OLRKA QERELERTBQEB JRIQFMIFBO

2V JB>KP LESBO>DFREB QTL TELIB JRIQFMIFBOP QE>
20>@HBQ QEB CO>@QFLK>I LKBEF@NRBESOFIMOL @BPP
bFKQBOMLI>QFLKc ?B@6RRBEB >SBO>DB KRJ?BO FK
?BQTBBK QEB OBIBS>KQ S>IRBP LO C>@QLOP TEF@E >
QEB Q>?IB PERRB QEB CRQROB S>IRB Q>?IB ?BILT QL FIIR
QEFP

HGHB - 47H8 46GBEF

7E>Q FP QEB >MMOLMOF>QB BPQFJ>QBA CRQROB S>IF
CLO VB>OP>Q 4EFP @>K ?B >MMOLUFJ>QBA ?V Q>
QEB PFIMIB >SBO>DB LC QEB JRIQFMIFBOP CLO >KA

f

4EFP FP LKIV >K BPQFJ>QB 2BJBJ?BO QE>Q QFJB S>IRB
FK@OB>PB FK QEFP @>PB a LO AB@OB>PB FK QEB @:
S>IRBP >Q@876-6<1PpPQB 4EB QORB J>QEBJ>QF@> CRC
S>IRBCLO CLO VB>OPFP
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AEFRARCBOP CQEB PFJMIB >SBO>DB BPQFJ>QB LC  a
7 B CFOPQ KLQB QE>Q QEB PFJMIB >SBO>I
AR@BP > EFDEBO KRJ?BO QE>K QEB QORB BUMLKBKC
QEFP FP KLQ>?IB 4EFPNFB@BIBA>RPB FK AB>IFKD TFQE
CRQROB S>IRB C>@QLOP QEB KRJ?BOP DOLT BUMLKI
JLOB NRF@HKA QERP TB TLRIA P@>DEREC> ILTBO
KRJ?BMRQ AFBOBKQB/AL KLQ DOLT COLJ QL
>Q > IFKB>0 0>QB ?RQ >Q >K FK@OB>PFKD @ROSFIFKE
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<B3@>=:/B7=< ::CABBB2

)KQBOMLI>QFLK J>V ?B RPBCRI FK LOABO QL BPQFJ>QB ¢
MOBPBKQ S>IRBP TEBK LKB ALBP KLQ TFPE LO E>SB Q
FQQL @>I@RI>QB JLOB MOB@FPB JB>PROBP 4EB OB>F
BOOLO E>P QL AL TFQE QEB @ROSFIFKB>0 OBI>QFLKF
AFP@LRKQ >KA @LJMLRKA FKQBOBPQ O>QBP >KA QF
JRIQFMIFBOP 4EFP FP ?BFQRFEBEEYFLK

/KB J>V OB>AFIV PBB QE>Q ?V @LKKB@QFKD QEB >PQE
FKQBOMLI>QBA S>IRB LC OBPFABP LK > PQO>FDI
?BQTBBK QEB @LOOB@QIV @>I@RI>QBA CRQROB S>IF
CLO >KA OBPMB@QFSBIV

(LTBSBOQEB QFJB S>IRB LC JLKBV FP KIKY IBRESO

>K BUMLKBKQ FP FKSLISBA VLR TFIl KLQ DBQ > IFKB>
QFLKPEFM ?RQ > @ROSFIFKB>0 LRQ@LJB LC PLJB PL«
QEB @LOOB@Q JRIQFMIFBO CLO FP ILTEEF@E FP
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QE>K QEB FKQBOMLI>QBA >OFQEJBQF@ >SBO>DB LC

GLFKP QEB >PQBOFPHP CLO >KA QL QEB J>QEBJ>Q
@>I@RI>QBA JFAAIB S>IRB LC OBMOBPBKQBA ?V |
LKB OB>AFIV L?PBOSBP QEB @ROSFIFKB>0 OBI>QFLKP
@LIMLRKA FKQBOBPQ O>QBP >KA QEBFO OBPMB@QFSI
PELOQ >P O>QBP FK@OB>PB CRQROB S>IRBP FK@OB>
C>PEFLK #LOOBPMLKMERBBKQ S>IRBP TLRIA AB@OB>|
KLK IFKB>OZB KLK IFKB>O K>QROB LC QEBPB @ROSB
PLLK ?B AFP@RPPBA FK DOB>QBO ABMQE MEBKITB DBQ
FQ¥">PF@ J>QEBJI>QF@>| BU>JMIBP TFIl 7B MOBPBKQBA
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)=:3*# &@ /1B713 'C3AB7=<A

9LR TFIl KBBA QL PLISB >Il QEBPB MOL?IBIPR VK
KLQ ?B >?IB QL RPB QEB Q>?IBP

9LR >OB DFSBK QEB CL)KSBRRJIBKQ
2>QB 0 NR>OQBOIV
VB>OPE>Q FP QEB &RORBB 6

9LR >OB DRSBL @ELF@BKSBPQ >Q >K
>KKR>I 0>QB LC @LJMLRKABA JLKQEI\
>Q  @LIMLRKABA PBJF >KKREEN@E
TFIIVLR MOBCBO

"LKRP NRBPQYLR TFIl OB@BFSB

>KA B>@E VB>0 @LK
PB@RQFSBIV CLO QEB KBUQ CLRO VB>Q
?LQE QEB 0UBPBIA &ROKRDBBP LC QEFP
=6->-6FK@LJB PQOB>J !'PPRJB >K >KKR>|
LC 7 B TFII IB>OK ELT Q#6Ak-6 );0
47?; >CQBO TB Ab=1<1a;?BILT

*B?HG<BAF
U
&FOPQ #ELF@B v "01: 1; <0- 76-
3B@LKA #ELF@B U

'E 8F8AG4?HS8

A

P 7E>Q >C

0>QB
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HGHE - 4?H8
g g g

LQF@B QEB K>QROB LC QEB BUMLKBKGHRE(@HB &RQR
@RI>QFLK QEB BUMLKBKQP AB@OB>PBZPBTB KB>0O Q
)KQBOBPQRKDIWP >IPL QORB QE>Q g oL

QEB CLROQE )C VLR E>A >I0B>AV @>|@RI>QB/
QEB 0OBPBHRBELC QEFP RKBSBK PBOFBP LC @>PE CILT
TLRIA KLQ E>SB E>A QL DL QEOLRDE QEB ILKD @>I@R):
QEB &RQRIBH

)C VLR E>SB QOLR?IB TFQE QEFP B-QEIl DBQ QL
#6->-6 );0 47? PBOFBP PLLR @>K @LJB ?>@H QL FQ
I>QBO
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*63 , =:/B7:7BG =4 B63 *7;BC3
=4 #=<3G

$SFP@OBM>K@FBP FK 46- C>@QLOP TFIl TFABK >P QFJB F
>P LKB L?PBOSBP QEB OBI>QFSB C>@QLOP ?BQTBBK F
@LIRJKP

&LO BU>JMIB >CFSB VB>0 )/5 TFQE > CRQROB S>IRB LC
RPFKD QEB Q>?IBP TLRIA E>SB > MOBPBKQ S>IRB LC
a >Q > AFP@LRKQ O>QB LC  4EB)/5

@LRIA ?B MRO@E>PBA LO PLIA CLO QE>Q >JLRKQ LO MC

LC MOBPBKQ S>IRB >PP-KLASBIMIOF@B )C QEB AFP@LI

O>QB FKPQB>A TBOB  QEB MOBPBKQ S>IRB TLRIA ?B
)K MBO@BKQ>DB QBOJP QEB MOB

PBKQ S>IRBLC QL ?B OB@BFSBA CFSB VB>OP COL

AFP@LRKQBA >Q > O>QBQB>QEPK >Q ?V > AFC

CBOBK@BLC f a

)C ELTBSBO QEB )/5 E>A > VB>0 QBOCBUEKERCFK
MOBPBKQ S>IRB TLRIA FQPBIC @LIJMLRKA '1Q QEB M(
S>IRB TLRIA BNR>| 1Q

QEB 06 TLRIA BNR>| )K MBO@BKQ

>DB QBOJP QEB MOBPBKQ S>IRBLC QL ?B OB@BFSE
VB>OP COLJ KiFP@LRKQBA >Q > 0>QB LC FP DOB>QB(
>Q ?V>AFCBOBK@BLC f a
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'BE68AG4:8 <99BE68

BISE
0 84EF f a
0 84EF f a

AEFP ABJLKPQO>QBP QEB SLI>QFIFQV
DBLJBQOW 46- "V :8B@SGHEBOB TB
OBCBO QL FQP KLK IFKB>O >KA BUMLKE
K>QROB 7EBKBSBO QEBOB FP >K BUMLKRB
>CLOJRISB DBPLJB HFKA LC @ROSB

QFJB FK@OB>PBORK@BP FK MOBPBKQ >k
CRQROB S>IRBP CLO > DFSBK KRJ?BO LC \
QEBJPBISBP FK@OB>PB KLK IFKB>OIV

'BLIBQOV

)C VLE>A MRO@E>PBA > QEFOQ\PVB>0 )/5
>K FKSBPQJBKQ >KV @E>KDBP FK FKOI
O>QBP FB ARB QL J>OHBQ @LKAFQFLKPCFORIA E>S
DOB>QBO FIM>@Q LK QEB S>IRB LC VLRO )/5 FKSBPQJB!
VLR E>A FKPQB>A MRO@E>PBA > CFSB VB>0 L?IFD>Q
DFSBK @E>KDB FK AFP@LRKQ O>QBP LC FKQBOBPQ QE
JRIQFMIFBO®BPQBO QEB DOB>QBCHBE B IFI@ ER_K
MOF@B TEF@E FP MOBPBKQ S>IREBFPABSBBUBQEB
QFJBVIBOFIbAOF@B SLI>QPLFQVPMB>H FK@OB>PBP >P Q
CRQROB M>VJBKQ DOLTP JLOB AFPQ>KQ

ID>FK QEFP FP ?B@>RPB QEB QFJB S>IRB LC JLKBV FP
B>0O FQ FP BUMLKBKOES AB>IFKD NRFQB TFQEO>IIV

@LIJMLRKA FKQBOBPQ FB FKQBOBPQ LK QEB FKQBOB
ILKD QBOJ CFUBA L?IFD>QFLKP PR@E >P ?LKAP J>V BUN
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DOB>QBO MOF@B LO J>OHBQ S>IRB CIR@QR>QFLKP T
O>QBP CLO QEBFO ?LKAP PRAABKIV @E>KDB

"LKRP 1RBPQPKKQEB BU>JMIB >?LSB TB BU>JFKBA QEB
FK@OB>PB FK QEB CURBPRBK@ELO TEBK FKQBOBPQ O:
AOLM COLJ QL 7E>Q TLRIA ?B QEB MBO@BKQ>D
@E>KDB FK QEB &>@QLOP FC 0>QBP FK@OB>PBA COL
7 LRIA FQ ?B P>JB MBO@BKQ>DB @E>KDB

)AG8F B9 ;4A:8 <A-$ 46GBEF
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'BE68AG4:8 <99BEG3A 'E 8FBA(

- 4?H8
084EH <F6BHAG )4G8
BISE
)4G8 B9 ;4A.8
<EFG 8E<I4G<I8
f a
f a
f a
f a
f a
f a

4EB SFOQR>IIV FKPQ>K@EKMI®BP FK MOBPBKQ S>IRB
TEBK DLFKD COLJ > AFP@LRKQ O>QB LC QL
FK@OBHREP®PQ ABOFS>QFSBECB>REKBBB@LKA
ABOFS>QFSBc 4EB Q>?IB AFPMI>VP QEB BUQBKQ QL TEI
@LRKQBA MOBPBKQ S>IRBP BU@BBA AFP@LRKQBA S:

7EBK DLFKD COLJ QL > CFSBVB>0 M>VJBKQ TFII
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FK@OB>PB FK S>IRB >?LRQ  TEFIB > QEFOQV VB>0 M
2V LSBO  )J>DFKB FC VLR @LRIA ?RV >K )/5 >Q

>KA FJIBAF>QBRKPQ>KQ>KBLRRIWK >OLRKA >KA PBII FQ
>Q 9LRO MOLCFQ TLRIA ?B JR@E DOB>QBO E>A VLR F
FK QEB QEFOQV VB>0 L?IFD>QFLK 7EFIB QEFP @>PB FP
QEB ?LKA J>OHBQ TLOMBHRKO>PEFLK "LKAGEP

@>K >Q QFJBP ?B NRFQB SLI>QFIB ARB QL @E>KDBP
O>QBR)ELRDEIBARE>KDBP AL KLQ L@@RO FKPQ>KQ>KI
BU@BMQ FK QEB @>PB LC2BIFPERIBOF@BP >0OB QEB
MOBPBKQ S>IRBP LECREROB M>VIBKQP

4EBPB OBI>QFLKPEFMP @>K >IPL 7B FIIRPCEDEBA RPFk
QF>1 #>I@RIRP TEF@E TLRIA DFSB VLR > JLOB b@LKQFt
O>QEBO QE>K > bAFP@OBQB ¢ SFBT LC QEB MOLDOBPF
?BOP

4EB 4HB >T>V)C FKQBOBPQ O>QBP @E>KDB ?LKA N
@LRIA @E>KDB AO>J>QF@>11V
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*63 7T@AB /<2)31=<2 3@7D/B7BA
:CAB@BB2

] 7 B E>SB GRPQ ABJLKPQO>QBA QE>Q @E>KDBP
ILKDBQBOJ AFP@LRKQCB@BRAMOBPBKQ S>IRB
FB MOF@BP JLOB QE>K FK QEB @>PB LC PELC
O>QBP >KA @>PE CILTP )K LRO BU>JMIB QEB O>

@E>KDBP FK MOBPBKQ S:HREB)CBERBOP
QFJB BD COLJ QL QL

] (LTBSBOQEB O>QB LC FK@BRB>OBH-RD
bAB@BIBO>QFLKc LO PB@LKA ABOFS>QFSB BL

QL QL

] K #5I@RIRP TB TLRIA P>V EBOB QE>Q QEB CFOF
ABOFS>QFSB FP MLPFQFSB TEFIB QEB PB@LKA |
FP KBD>QFSB )C TB QEFKH LC QEB MOF@B LC Q
CILTP >P AFPQ>K@B @LSBOBA >P > CRK@QFLK |
bPMBBAc QEBK TB @>K QEFKH LC QEB b&FOPQ
>QFSB B7@>K QEFKH LC QEB b3B@LKA $BOFS>Q
EBOB >P QEB @E>KDB FK QEB O>QB LC PMBBA
>QFLKc BOB QEB PB@LKA ABOFS>QFSB MLPFQF:
TLRIA ?B PMB>HFKD LC b>@@BIBO>QFLK ¢ 7
L?PBOSB QEBPB @E>0>@QBOFPQF@P FK QEFP
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)J>DFKB > M>VJBKQ ARB FK QEB CRQROB FQP MOBP
TLRIA ?BABQBOJFKBA ?V FQP O>QB a > PEL&X®A QBOJ O:
06& CLO > PELOQ QBOJ MsKABMQLKIEB 8QB LC
@E>KDB FK MOBPBKQPSKIREBASFK QEB CFOPQ ABOFS>
@LIRJK TEFIB @BBQB LC @E>KDB FK QEB O€J&LC @E>}
QEB MOBPBKQ SPIRBQBA FK QEB PB@LKA ABOFS>QFSE
RIK

)K LQEBO TLOAP >P QFJB FK@OBEBRHK @BB FRGIOBPBK(
S>IRBP a CLO SBOPRP a FK@OB>PB ?RQ QEB O>(
FK@OB>PB AB@ZIIEIBBO EB MOF@B LC > CFK>K@F>
>PPEI A>WP FQP MOBPBKQ S>IRB

4EB 4#HB >T>\*D>FK)C O>QBP @E>KDBFNdOM@BPBKQ
S>IRBRRLRIA @E>KDB AO>J>QF@>11V

6<--:< IFQ b?FQBELARP  b"FQBc JB>KP
bFKQBOBPQ ¢ PFK@B FQ FP IFHB QEB ?FQB LC b PK>HB T
2FQBP > PJ>II TLRKA LIRIB&) TEF@E EB ALBP
KLQ CBBI ?RQ PRAABKIV FQ PTBIIP >KA ?ILTP RM >P C>0
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>P EFP EB>A THQE bFKQBOBPQ ¢ LKB ALBP KLQ
FQ>KA FQ FP KLQ KLQF@B>?IB RKQFI QEB FKQ
FK@OB>PBP >KA @>RPBP EFJ QL ILPB JR@E JL

2>PEFRe@LJIBKQ>0V LK QEB "F?I

40>KPI>QBA ?V "BK )P>F>E >KA 3E>0CJ>K "Ol
.9 3 3 2 OR?IFPEFKD #LIM>KV

CBBI
BOBPQ
KBV

B

LLHIVK

%< - =@9

I=++-;; 16 *=;16-;; :-9=1+; <:)1616/ )6, ,1;+18416-

)6, 0): , ?7:3 =<1.A7=I: 67<.:1/0<-6-, *A <0-;-

<016/; <0- 7887:<=61<1-2+;<); [:-)<<7)A);
<0-A ->-: ?-i-

$>SFA 2L@HBCBIIBC
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. A7=<:)16 0): A7=144 67< 764A *- DA7=144 *-
0):, <7 *)<

(BOP@EBFHBO
IJBOF@>K MOLCBPPFLK>I CLLQ?>lI
>KA OLIFQF@F>}

MI>VBO
K

%0)< ,7-;61< 3144 5- 5)3-; 5- ;<76/-

&OFBAOF@E .FBQWH
'BOJ>K OEFILPLMEBO

@EB

%0-6->-: 0-)>-6 1; )*7=< <7 +76.-:) [:-)< :-;876
;1*141<A 76 )6A 5)6< ?144 -@l;- 01; 516, ?1<0
;=..-:116/ ;=*2-+<01; ;16-?; )6, *76-; <7 0);,
?7:3 -@87;- 01; *7,A <7 0=6/-8=< 015 16 87>-:<A
84)+- 7*;<)+4-; 16 <0- 8)<0 7. 01; ,--,;7); <7
;<15=4)<- 01; 516, 0)6 01; 6)<=- )6, 158: 7>-
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1RLQBA FK 4EB #LAAIBA -FKA #E>MQBO /KB ?V
*LK>QE>K (>FAQ

-6 -0 -0=;-, <7 ))A F ++7: ,16/ <7 <0- -..7:<
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-FPEK>E BLQE

78)16 67 /)16

3LIB?LAV
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6/>B3@ :3 DB8< "3/@<7<5
%CB1=:3A

,B>OKFKD /RQ@LJBP

]
]

)K QEFP @E>NQHBII

8E<I8 QEB >AAFQFSB K>QROB LC |KKRF(

4?76H?4GB.QRRQROB >KA 00BRBRQ 6
IKKRFQV ALII>O S>IRBP RPFKD > PFIMIB
>KA IKKRFQY?4BP

7=HFGOAFK>QV IKKRFQV C>@QLOP QL!
$RB

)8?4G&®EB ,>T LC ,FJFQP QL 0BOMBQRFQ

'E BI<78QEB KRJBOF@>| >K>IVRBPTQE
>KA #LKPQ>KQ 'OLTQE 0BOMBQRFQFBP
D>DBP

8GSE@<ABEB QLQ>I >JLRKQ LC FKQBOBI
> JLORDB LSBO QFJB FK @LIJM>OFPLK Q
@FMDFDFK>IIV ?LOOLTBA

DFBP

@>I@RI>Q

KKRFQFBP

FBP

>KA -LOQ

bQ M>FA L
L QEB MOF
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<<C7B73A

IK )66=1<AP > PBOFBP LC @>PE CRA®SESRCYE
LC QEB CLIILTFKD @LKAFQFLKP FK LOABO QL NR>IFCV :
FQK>JBIV FQ

] #LKPFPQP LC BNR>I ALII>O >JLRKQP
] 'OOFSBP LO IB>SBP FK OBDRI>O FKQBOS>IP

)C > PBOFBP LC @>PE CILTP J>V ?B ABCFKBABP >K >KKI
TFIl BIMILV >K6=1<A)*4- QICFDRQBB PBOFBPe &6 06

)K FKSBPQJBKQP JLPQ FC KLQ >Il >KKRFQFBP J>V ?B Ni
>P b/OAFK>0V IKKRFQFBP ¢ PFK@B QEBFO @>PE CILTF
QEBKA C QEB OBIBS>KQ MBOFLAP

JQEBO >KKRFQFBP >0OB @>IIBA b!KKRFQFBP $RB ¢ JB>KI
QEB #&P L@ @R(PERIMEBEB OBIBS>K@MBOFLA

)C >PFK JLPQ @>PEB @>PE CILTP AL KLQ NR>IFCV >P :
>KKRFQ@EBREBE® 06 PJ>V 7B ABOFSBA LKIV ?V @>I@R
I>QFKD QEB &6 06 LC B>@E AFP@OBQB #& >KA QEBK >
FKD

4EFP FP QEB P>JB MOL@BPP ?V TEF@&EORSEBE>|
bPELOQ @RQc IKKRFQV 46- C>@QLOP
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*63 3@7D/B7=<=4 %@27</@G
<<C7BG /1B=@A

9LR >OB DFSBK QEB CLIILTFKD FKCLOJ>QFLK #LIRJK ?\
RJK @LJIMIBQB QEB Q>?IB ?V CFIIFKD FK QEB >MMOLMO
S>IRB C>@QLOP &6& QEB CRQROB S>IRBP LC B>@E ¢
@>PE CILT &6#& >P TBII >P QEB P>JB CLO QEB MOBPBKC
C>@QLOP >KA @>PE CILTP 06& >KA 06#& /K@B @LIMIB
>AA RM QEB @LIRJKP >Q QEB ?LQQLJ

LQB QE>Q EBOB TB >OB AB>IFKD TFQE bLOAFK>OVc >
TEF@E JB>KP QE>Q >ll QEB @>PE CILTP FK QEB PB
OB@BFSBA >6, QEBQEB OBIBS>KQ MBOFLA 3LLK TB TF
BU>JFKB >KLQEBO @LKSBKQFLK 5PB QEB QFJBIFKB ?
MOLMBRIY@S @E LC QEB QEOBB @>PE CILTP QBIMLO>O
QEB QFJBIFKB ?BILT 0I>@BJBKQ TFIl ABQBOJFKB QEB
BUMLKBKQP >KA EBK@B MBOFLAP

'FSBK
VB>0 >KKRFQV
OB@BFSBA MBO VB>0

IKKR>| $FP@LRKQFKD #LIJMLRKAFKD &>@QLO 2
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#LAB

&6& &RQROBI&B &>@QLO

&6#8& &RQROBIRB LC QEB #>PE
&ILT

06& OOBPBKOIRB &>@QLO

06#& O0OBPBKGIRB LC QEB #>PE
&ILT

#& &FOPQ #>PE
&ILT

#& 3B@LKA

#& A4EFOA
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*63 3@7D/B7=<=4 <<C7BG /1B=@A
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"BILT VLR TFIl CFKA QEB PLIRQFLK QL QEB MOL?IBJ LK QE
MOFLO M>DB .LQB QE>Q FC VLR E>A >K FKQBOBPQ 0>Q
>KKRFQFBP VLR TLRIA ?B >?IB QL JRIQFMIV QEB >KKRFQ
CILT FK QEFP @>PB  ?V QEB >MMOLM@IFRQB C>@QLC
TLRIA QEBOOFSB >Q QEB CRQROB LO MOBPBKQ S>IRBF
@>PE CILTP FK LKB PQBM 3R@E >KKRFQV FKQBOBPQ (
> IFKH FP MOLSFABA >Q QEB ?LQQLJ LC QEFP M>DB

7E>Q J>V TB L?PBOSB COLJ QERERQRUB S>IRB >KKR
FQV C>@QLOP >0B >IT>VP DOB>QBO QE>K QEB KRJ?BC
(BOB QEB &6& T>P  LO DOB>QBO QE>K KjM  MBOFL
AEFP FP ?B@>RPB QEB >KKRFQV JRIQFMIFBO FP QEB F
OBPMB@QFSB VB>@Y¥@E@QIEF@E FP DOB>QBO QE>K
BU@BMQ QEB I>PQ LKB TEFE&B QEBV >OB >Il JRIQF
MIBPLC 2K 4EFP >PPRJBP QE>Q 2

#LKQO>OBI@E 06& FP IBPP QE>K QEB KRJ?BO LC MBC
?B@>RPB QEB OBPMB@QFSB C>@QLOP >0B >l IBPP QE
C>@QLO FP QEB OB@FMOLBDbEK QEFP >PPRJBP

QE>Q 2
7EBK RQFIFWFKD > Q>?IB FQ FP >IT>VP > DLLA FAB> QL b
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QEB C>@QLOP VLR >0B RPFKD QL J>HB)PRO® QEB AFA
CFDROB COLJ QEB TOLKD Q>?IB LO J>HB PL3BRQEBO BC
VLRO EB>A >Q >I| GRIJBEQ ?B > OL?LQ

4EB MOBPBKQ S>IRB LC QEB >KKREQVRERIQBO

K>QFSBE¥A E>A > PFKDIB PRJ FK QEB >JLRKQ LC

>KA E>A FKSBPQBA FQ CLO QEOBB VB>OP >Q VLR TLR
>Q QEB ELOFWLK

>KA

(BOB >OB PLJB JLOB PFIMIB >KA >KKRFQV FKQBOBF
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#>PE &ILTP >OB QL ?B OB@BFSBA >Q QEB BKA LC QEB OF
MBOFLJPQEB BU>JMIBP CLIILTFKD QEBOB >OB CFSB @>
CILTP

#LIMLRKAFKD

4EBOB >0OB >IQLIB@B@LIMLRKAFKD bMBOFLAPc QEB
@>PE CILT QL ?B OB@BFSBA FP KLQ @LJMLRKABA ?B@
OB@BFSBA >Q QEB bELOFWLKc LC QEB AB>| )KABBA Q
ALBP E>SB > WBOL BUMLKBKQ >QQ>@EBA @EF-Q : 2<
BUMLKBKQP >0B WBOL QEOLRDE CLRO

$FP@LRKQFKD

)K @LKQO>PQ QEBOB >0OB CFSB AFP@LRKQFKD MBOFI
KBKQP >OB LKB QEOLRDE CFSB .LQB QE>Q QEB >O0LT
LMMLPFQB AFOB@QFLK COLJ ?BCLOB >P TB >OB KLT AF
QL MOBPBKQ S>IRBP 0>QEBO QE>K @LIJMLRKAFKD QL ClI
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JRIQFMIFBO CLO QEB DFSBK @>PE CILTP 4EBPB CLOJR
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4:85%):/54 5 [4'4)2  4'229/9

4EFP JRIQFMIFBO FP KLQ FK VLROIREBRBREQY
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] 4EB KRJ?BO LC MBOFLAP @LRKQBA FK AFP@LR}
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] 4EB &RQROBRB 'KKRFQV &>@ Q& URIBQ
>|T>VP ?B ========== QE>K QEB KRJ?BO LC @LJ
MLRKAFKD MBOFLAP

] 4EB 00BPBKRB 'KKRFQV &>@ Q% QJRBQ
>|IT>VP ?B ========== QE>K QEB KRJ?BO LC AFP
@LRKQFKD MBOFLAP
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>OBL@B@FMOL@>IP LC LKB >KLQEBO CLO QEB
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4EB @LRKQFKD LC QEB QFJB MEEIFRIA® ERAFC
B>@E FB QEB QFJBIFKBP >KA b>OOLTPe AFOB(
>0B AFRDBKQ QEBOBCLOB PL >0OB QEB PFIMIB C
OBPMB@QFSB BUMLKBKQP

4EB >KKRFQV C>@QLOP >0B QEBJPBISBP QEB O
>K>AAFQFSB >DDOBD>QFKD MOL@BPP CLO TEI
MOL@>IFBAEMMIB D f 3

h  4EB OB@FMOL@>!LC > PRJFP KLQ BNR>I Q
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g FK KLJFK>| QBOEB &6 LC QEB
>KKRFQW¥Q FK @LIM>OFPEK ?B
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LQF@B ELT NRF@HIV ?LQE QEB MOBPBKQ >KA (
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B>@E VBH>Q FP >IPL TEV QBB BK@OB>PB
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QEB BU>JMIB a >KA @E>0Q a COLJ >?LSB 3FK@B QEB QFJFK
QEB @>PE CILTEBOBRQ QE>K FK >K LOAFKEEB >KKRFQV
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C>@QLOP >KA QEB ALII>0 >JLRKQP AO>T QEB >MMOLMOF>C
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1RBPQFIZE>Q TLRIA ?B QEB 06 >KA &6 CLO QEB
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OBPMB@QFSB LOAFK>0V >KKRFQV C>@QLOP
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QL QEB LOAFK>0V >KKRFQV JRIQFMIFBK QEFP2 M
@>PB QE>Q TLRIA 7B
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4EB 06 >KA &6 CLO >K LOAFK>0V >KKRFQV TFQE QEB P>J|
0>QB LC FKQBOBPQ >KA ALII>0 >JLRKQP TBOB @>I@RI
>Q >KA OBPMB@QFSBBEB QEB Q>?IB >Q QEB ?LQ
QLJ LC QEFP M>DB CLO > HBV PRJJ>BBOBK@BRFE
BUMLKBKQP 3FK@B >K >KKRFQV ARB MOLSFABP B>@E
CILTP LKB MBOFLA B>OIFBO QE>K QEB LAYEKS6V >KKRI
>KA &6 LC QEB >KKRFQV FP BNR>I QL QEB OBPMB@QF:
>KKRFQV C>@QLOP JRIQFMIFBA 2MQB DE>Q FK >|
FKPQ>K@BP QEB BUMLKBKQ FP LKB ?B@>RPB QEB @>
MRIIBA >EB>A GRPQ LKB MBIERRA@>PB QE>Q TLRIA ?B

4EB C>@Q QE>Q QEB @>PE CILTP >OB OB@BFSBA LO |
FK QEB BU>JMIB LC >K >KKRFQV ARB E>P >K FKQBOBPC
@>QFLK >P KLOBA FK QEB >AGRPQJBKQ CLOJRI> >7LS
@>PB LC QEBBBOB TFII ?B CBTBO AFP@LRKQFKD MBOFL
TFQE >K LOAFK>OV >RIKREB\06 TFIl ?B EFEREB

@>PB LC QEREBOB TFII ?B JLOB @LIMLRKAFKD MBOFL
EBK@B QEB &6 FP >IPL!EFPRBEK ?LQE FKPQ>K@BP QE
LOAFK>0V >KKRFQV C>@QLO FP >AGRPQBA ?V > JRIQFI
M .LQB QE>Q BSBK TEBK M _  QEB BUMLKBKQ TFII >IT
7B LKB OBMOBPBKQFKD GRPQ QEB LKB MBOFLA BSBK
VB>0 FK TEF@E QEB PBOFBP FP bMRIIBA >EB>A ¢

1RBPQFUKT TLRIA QEB >AGRPQBRH®RO BU>JVEB
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AFP@LRKQ @LJMLRKA O>QB LC

4EB JBQELA ?V TEF@E QEFP BUBO@FPB TFII 7B ALKB FP
>P QE>Q TEF@E T>P ALKB CLO ABOFSFKD LOAFK>0OV >}
QLOP B>0OIFBO a BU@BMQ QE>Q QEB @>PE CILTP EBOB
RKBNR>I O>QEBO QE>K >Il QEB P>JB 7EFIB TB E>SB >l
ALKB > PFJFI>0 BUBO@FPEBB>CLRBEKLTMO>@QF @B
J>HBP MBOCB@Q
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FK QEB 06& @LIRJK ?V AFSFAFKD ?V  QEBK CFIl FK B:
PR?PBNRBKQ ILTBO @BII ?V LK@B >D>FK AFSFAFKD ?V
QFSBIV a LO ?V @LMVFKD QEB O>QBP COLJ QEB Q>?IBP
QFMIV B>@E @>PE CILT ELOFWLKQ>IIV ?V QEB >MMOLN
IDDOBD>QB

)K LOABO QL @LIMIBQB QEB &6& @LIRIK PQ>0Q >Q QE
JLPQ @BII >KACFIIFK  FK QEB KBUQ @BII RM CFII FK
VLR DL RM @LKQFKRB JRIQFMIVFRBIBJ?BOQEB
>OOLTP FK QEB &6 QFJBIFKB >OB MLFKQBA FK QEB LQEB

4>HB KLQB LC QEB C>@Q QE>Q QEB 06 LC QEB PBOFBP
FOP KLJFK>I S>IRB >KA QE>Q QEB &8 FP TRUBPBO
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] &FIl FK QEB BJMQV @BIIP 5PB  >P VLRO @LJ
MLRKA >KA AFP@LRKQ O>QB

] 7E>Q FC QEB LOABO LC QEB @>PE CILTP TBOB B
OBSBOPBA KPTBO B>@E LC QEB CLIILTFKD QEC
NRBPQFLKP ?BILT

7 LRIA QEB KLJFK>I S>IRB LC QEB @>PE CILT F B
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L @E>KDB 7EBK AB>IFKD TFQE KLJFK>| CFDROE
QEB LOABO LC QEB @>PE CILTP FP FOOBIBS>KQ

(FDEBO a TEBKOBO @>PE CILTP @LJB FK PLLKBO
QEBOB FP IBPP AFP@LRKQFKD LC QEB DOB>QBC(
a 06P FK@OB>PB

(FDEBO a TEBKOBO @>PE CILTP @LJB FK PLLKBO
QEBOB FP JLOB @LIJMLRKAFKD LC QEB DOB>QB(
?BOP a &6P FK@OB>PB
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O>QB &LO BU>JMIB FC QEB @>PE CILTP >OB
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06 f
4EB DBKBO>| CLOJRI> TLRIA QERP ?B
06 #&f 1

AEFP TLOHP ?B@>RFEBLEQEBJ>QF@>! bI>T LE IFJFQP
3FIJMIV MRQ >P QEB @>PE CILTP DOLT JLOB AFPQ>}
OBPMB@QFSE (BPBPB @>PE-GIMI>@E WBOL 'AAFKD
FK@OB>PFKDIV AFPQ>KQ @>PE CILTRFKEHKESBPF-K
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IK >KKRFQV LC VB>OP E>P > 06 LC >KA > VB>0
>KKRFQV TLRIA 7B 'P QFJB DLBP LK QEB 06 LC B>@E
>AAFQFLK>I&VEROPE CRB@LJIBP SBEBOV PJ>Il FB
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7 B E>SB >I0B>AV PBBK QE>Q MOBPBKQ S>IRB LC > MBO
@>K ?B ABP@OF?BA ?V QERCEQIRIY B E>SB

>IPL MOLSFABA ?LQE QEB >IDB?0>F@ ABOFS>QFLK LC C
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3QFIl J>KV PQRABKQP CFKA QEB FAB> LC IFJFQP a >K
FKCFKFQBPFJZIRGRIQ QL DROFMQBKQ EBOB FP QL CRC
QEBO BIR@FA>QB QEB KLQFLK QE>Q MOBPBKQ S>IRBP
QFJB TFQE QEB OBPRIQ QE>Q AFPQ>KQ @>PE CILTP
PJ>Il PL FKCFKFQBPFJ>I a QEBV E>SB PL J>KV AB@FJ>I |
a QE>Q QEBV >AA SFOQR>IIV KLQEFKD QL QEB >DDOBL
S>IRB )K J>HFKD QEFP L?PBOS>QFLK VLR TFII >IPL KLQ
>P > OBPRIQ QEB @RJRI>QFSB S>IRB LPQEBERBRGIBOR
S>IRB >MMOL>@EBP QEB QEBLOBQF@>I MOF@B ABP@C
JRI> >P MLPFQBA ?V J>QEBJ>QF@F>KP 4EFPFP>PFQP

BQ RP P>V QE>Q > MBPMBOREFQNEP >0B >KA QEB
FKQBOBPQ 0>QB >Q TEF@E TB PE>Il AFP@LRKQ QEB P
4EB MOBPBKQ S>IRB QEBOBCLOB TERIA ?B 0

AEFP FP @LKCFOJBA FK QEB Q>?IB ?BILT
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CILT #& D #>PE CILT FK KBUQ MBOFLA'c#&
OBMOBPBKQP > @LKPQ>KQ O>QB LC DOLTQE FK QEB @
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QE>Q GEB#& FP QE>QFP : <: <
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FKSBPQFKD FK > KiPEBRIQEBOTFRB LKB TLRIA
FKSBPQ >@SBK TFQE KL ORRHKL DOLTQBEBOB FP

> MLPFQFSB OBQROK @EBOBCIORBQE O>QBP FK@OB>PE
FK IFKB>O J>KKBOQLL ALBP OFPH EFDEBO DOLTQE O
>OB JLOB@F@RIQ QL >@EFBSB >KA EBK@B0SR2B OFPHFI
PELRIBU@BBASP > MO>@QF@>l KLK J>QEBJ>QF@>1 J>(
4EFP FP ABMF@QBA FK QEBIAF>DO>J

4EFP CLOJRI> J>V >IPL @LJB FK E>
@>PBP B8:4G<I8 :BJG; 3FK@EBDh
TLRIA ?B KBD>QFSB FK QEFP @>F
JRI> TLRIA OBNRFOB QE3>QA.BEB
DOLTQE 0>QB QL QEB FKQBOBPQ D>RB-Bi4$ABO QL
ABQBOJFKB QEB MOBPBKQ S>IRB | °

3RMMLPB QHEBI>PE CILF& T>P
QEBOB KR JFK>®>PE CIDDLTQE

O>QB KBD>QFSB >KA >AFP@LRI@B LC  7E>Q

TLRIA QEB MOBPBKQES>IRB

IP QEFP FP ?BFKD TOFQQBK  TB L?PBOSB >K RKRPR>| BKSFOLKJBKQ TE|
FKQBOBPQ O>QBP FK J>KV M>0QP LC QEB TLOIA >OB KBD>QFSB
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/C @LROPEB 06 FK QEB @MPBEQBSRB TQE-0

BU@BBAP QEB LRQ@LJB TB L?PREISEERER)EQE
)P QE>Q KLQ >P FQ PELRIA 7B

AEFP CLOJRI> FP >MMIF@>?IB QL @LJJLK PQL@H TELP
ABKAP J>V DOLT a MLPFQFSBIV LO KBD>QFSBIV

OBQROK a TEF@E FP >IPL QEB AFRIGMREQ OC-QEB
ABKLJFK>QIEOAFSFABKAP OFPB PL QLL JRPQ OBQROK
2BJBJ?BO AFP@LRKQFKD >KA @LIJMLRKAFKD >0B QEB P>JE
GRPQ QEB >0O0LTPCRIBKAFSFOB@QFLKP 4EFP SKLJ>ILRP
>KA M>O>ALUF@>| @>PB TFIl ?B AFP@RPPBA FK ABMQE TEB
AFP@RPP QEB b$FSFABKA $FP@LRKQ -LABI ¢
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@B7=</:*7,3 &3@7=2A

3L C>0B E>SB AB>IQ LKIV TFQE TELIB MBOFLAP >KA QE
CLOB TELIB BUMLKEIRE VAR J>\DRB QE>Q TB E>SB
>IPL ?0LHBK TELIB MBOFLAP FKQL E>ISBP LO LQEBO |
PR@E >P TELIB MBOFLA E>IC VB>OP PL QE>Q CLO BU:
>KKR>l O>QB LC ~@LJMLRKABA AFP@LRKQBA PBJF >
>V ?B@>JB  MBO MBOFLA BUMLKBKQP TBOB PQFII |
KRJ?BOPRQ IBR&LQ PQLM EBOB

|@@>PFLK>@#PE CILTP J>V L@@RO ?BCLOB QEB BKA
MBOFLA 3RMMLPB VLR B>OK MBGOMBREABA A>FIV
7E>Q TLRIA ?B QEB &6 >CQBO i LC > VB>0

)C TB >PPRJB > A>V VB>D g A>VP K
PELOQ QBOJ CFK>K@F>I >K>IVPFP TB LCQBK AB>| TFQ
BOTFPB >PPRJB QTBISB A>V JLKQEP QGROYBBO

f 4EBOBCLOB >CQBO A>VP VLR TFII
E>SB B>OKBA

"V @LIM>OFFE® QEB @LIMLRKAFKD MBOFLA FP QEOBB .
LO \R>0QBOVB>QEBK

)C FK C@B @LIMLRKAFKD MBOFLA FP >QHEBKBTE>0
J>V BIJMILV > CO>@QFLK>I BUMLKBKQ
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Il LC QEB CLOBDLFKD @ELF@BP >OB >OFQEJBQF@>IIV
@LIMLRKARRDKSBKQFLK VLR RPB J>QQBOP )K MO>@QF
TFIl E>SB QL HKLT QEB MOLMBO @LKSBKQFLK @LJILKI
FK B>@E PFQR>QFLK

(BOB >0OB PLJB JLOB BU>JMIBP .LQF@B QE>Q FC TB @>
QEB & LC >Q >KKR>IIRCQBO E>IC > VB>O TB TLRIA
E>SB >O0FSBA >Q >K &6 LC a>P TB

J>V E>SB >PPRJBA RKQRLKBEBOFC TB RPB CO>@QFLK>I
BUMLKBKQP TB DBQ > PIEBEBKQ\BBPRIQ

0

)Q FP QEBOBCLOB SBOV FIMLOQ>KQ QL RKABOPQ>KA (
QEB MOL?IBJ >KA QEB RPB LC QEB >MMOLMOF>QB @LJ
AFP@LRKQFKD @LKSBKQFLK

4EB 4HB >T>V#LIMLRKAFKD >PPRJIMQFLKP "B>QQBO
PROB VLR RPB QEB @LOOB@Q >PPRIMQFLKP
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" =/<A *63 =< DB<B7=</:
#=@B5/53

-LOQD>DBP >OBB&BEQLILOAFK>0V IL>KRHELPQ

IL>KP FKQBOBPQ FP M>FA LSEDRESB QEBIL>K >KA

QEB BKQFOB MOFK@FM>| FP M>FA FK LKB CBA PTLLM >
QBOLO J>QROFQ@LKQQOHRIDD>DBP >0B PBIC >JLOQFW
FKD TEF@E JB>KP QE>Q >Il M>VJBKQP FK@IRAB MLO
2LQE FKQBOBPQ >KA MOFK@FM>I OBPRIQFKD FK AB@!
M>| 2>1>K@BP LSBO QFJB RKQFI SERIBRREEBWL>K TFII
E>SB ?BBK M>EA,BQ RP PBB ?V T>¥K.LRKOB>IFPQF@
BU>JMIB ELT QEFP J>V TLOH

'FSBK OOFK@FM>| 2>0B
4B0OJ 9 B>OP OBOFLA 9B>0OlV

->QEBJ>QF@>| 2>QFLK>IB

4EB IL>K MOL@BBAP F B FK QEFP @>PB OBMOBPB
MOBPBKQ S>IRB 4EB bMBOFLAF@ M>VJBKQc OBMOBPBK
FQV M>VJBKQP QL ?B J>AB LSBO CRQRIFE VREDRAB
2LQE )KQBOBPQ >KA IJLOQIEWOBRLIQFLK DLBP QLT>0A
QEB OBAR@QFLK LC QEB IL>K LO MOBEBMOBPEHK @B
S>IRB LC QEB >KKRFQV M>VJBKQP PELRM BMNFEX QEB
@FM>I

0OFK@FM>I OBOFLAF@ 0>VJBKQIRBOBRRRRQ\S
&>@QLO
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#>1@RI>QFLK

0>VJBKQ OOFK@FM>I f 06 IKKRFQV &>@QLO f
)KQBOBPQ /MBKFKD ">I>K@B g 2>QB

IILOQFW>QFLK 'KKRFQV 0>VJBKQ IBPP )KQBOBPQ

">I>SK@B /MBKFKD ">I1>K@B IBPP IJLOQFW>QFLK

0>VJIBKQ >KA IJLOQFW>QFLK 3@EBARIB

)K QEB CFOP@EBRXQBOBPQ MLOQFLK LC QEB M>VJBK

LC LO 4EFP IB>SBP IBPP
DLFKD QLT>0A57:<1B)<17@EB KBT)57:<1B-,
*4)6+-FP EBK@B IBPP %>@E

VB>0 QEB >KKRFQV FKPQ>IIJBKQ FP CFOPQ RPBA QL M>
LK QEB IL>K >KA QEB ?:REBB BL OBAR@B QEB @>MF
LRQPQ>KAFKEP @LKQFKRBP CLO B>@E MBOFLA RKQFI .
)K QEB J>QROFQV VB>0 QEB I>PQ >KKRFQEZFEFBKIQBKQ
QL @LSBO QEB FKQBOBPQ PQFII LTBA >KA QEB OBJ>FK
9LR TFIl KLQB > OBRKRJ?BO FK QEB I>PQ VB>0O
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-.LOB

-LOQD>DB>VJIBKQP >0OB RPR>IIV J>AB FK 9.4(,
FKPQ>IIJBKQP >KA LCQBK TFQE DOB>QBQI>RB®OFQFBP
FK QBB! QLA>V >OB >Q IFBBQIFK QBOJ >KA RPR>I|V
RM QL VB>@FQBP >P LC QEFP TOFQFKD >OB >IPL|PR?PQ>KC
ILTBO QE>K FIIRP@EFREAP ?BBK PFIMIFCFBA CLJ FIIRPQO>

QFLK MROMLPBP PL QE>Q QEB OB>ABO J>V B>PF|V OBCBO (
A>OA FKQBOBPQ 0>QB Q>?IBP
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3E *6=C56BA /0=CB
#=@B5/53A

4EBOB >0OB > CBT HBV MLFKQP OBD>OAFKD JLOQD>D}
OBNRRBBJI>OV¥KA KLQF@B

)KQBOBPQ M>VJIBKQP >OB Q>4-ABAR@QF?IB
ABAR@QF?FIFQV FP FIMLOQ>KQ PFJMIV ?B@>RI
OBAR@BP QEB>C@REQ LC QEB JLOQD>DB &RK
QE>Q TLRI®EBOTEBBB DLKB QL M>V Q>U
FKPQB>A DL QL AB?Q PBOSF@B 4EFP ?BKBCFQ
OBAR@BA >P QEB FKQBOBPQ MLOQFLK LC QEB.
M>VJBKQ FP OBAR@BA TFQE QFJB

0>0QT>V QEOLRDE QEB IL>K E>IC QEB IL>K TFIl|
?BBK M>F& LIJLOQD>DB E>P > HFKA LC bE>IC
IFCB)& QEB CLOBDLFKD BU>JMIB E>IC QEB IL>K
TFIl E>SB ?BBK M>EACQBO PFUAERRDRC

IFCBFII ?B DOB>QBO QE>KIEXIT)BEE QEB
JLOQD>DB ?B@>RPB FKFQF>IIV QEB >KKRFQV M
>OB RPBA J>FKIV QL M>V FKQBOBPQ LK QEB IL>k

4LQ>I FKQBOBPQ M>FA J>V ?B JREBEHB@B>QBO
FK ILKDBBOJ @>PBP > JRIQFMIB LC QEB MOFK@
a QEFP @>K ?B @>1@BSEIRACRME QLQ>|
M>VJIBKQP JFKRP QEB MOFK@FM>|

)K QEB CLOBDLFKD BU>JMIB LSBO QEB QBK VB>OP QEE
TFIl E>SB M>FA > QLQ>I LC  >KKR>I M>VJIBKQP LC

CLO > QLQ>I LC )C VLR PR?QO>@Q COLJ QEFP CF
QEB>K MOFK@FEM>| VLR >OB IBCQ TFQE > CFDROB LC
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TEF@E OBMOBPBKQP QEB QLQ>| >JLRKQ LC FKQ
M>FA LSBO QEB IFCB LC QEB JLOQD>DB RK>AGRPQB.
S>IRB )K LQEBO TLOAP FKQBOBPQ M>FA OBMOBPBK!
QFLK>l >MMOLUFJ>QBIV LC QEB MOFK@FM$8 ?LOOLTI
Q>HB KLQB >D>FK QE>Q JLPQ JLOQD>DBP OBNRFOB JL|
JBKQP >KA QE>Q FRQ:AHBOMI>@B JLPQ JLOQD>DBP >

Q VB>OP

BQRP @LIM>0B >KA VB>0 JLOQD>DBP FK QBOJP L(
O>QFL LC FKQBOBPQJIMABJIBRDPFSERMOFK@FM>|

7 B OBJFKA LROPBISBP QE>Q FK QEB >?LSB FKPQ>K@B
>KA TBE>A FKQBOBPQ M>VJBKQP OBI>QFSB QL QEB
MOFK@FM>| ,BQ RP RPBLOMOFK@FM>| >D>FK >KA QEF
QFJB FK FKQBOBPPEZII >D>FK BIJMILV QEB CLOJRI>

O0OFK@FM>I f 06 'KKRFQV &>@QLO OBOFLAF@ 0>VJBI
VB>0P f

/SBO VB>OP QLQ>I M>VJIBKQP TFIl BNR>
)K QEFP @>PB FKQBOBPQ M>VJBKQP TFIl BNR:
LC QEB MOFK@FM>|

VB>0P f

/SBO VB>OP QLQ>I M>VJBKQP TFIl BNR>I
)K QEFP @>PB FKQBOBPQ M>VJBKQP TFIl BNR:
LC QEB MOFK@FM>|

%SBK QELRDE QEB >KKR>| M>VJBKQP >OB IBPP FK QEF
@>PB TB PBB QE>Q FKQBOBPQ M>VJBKQP JRIQFMIV B
LSBO QFJB
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)C;;/@G =>/@7A=<=4 [<2
. 3/@ #=@B5/53A

4EB CLIILTFKD Q>?IB MOBPBKQP > @LJM>0OFPLK LC QEB
>KKR>| M>V JLOQD>DB >?LSB >Q FKQBOBPQ CLO
VB>0P

.LQBP >KA 1RBPQFLKP

] 4EB PELOQBOJ JLOQD>DB MOBPBKQP > EFDEBO
MBOFLAF@ M>VJBKQ OBNRFOBJBKQ ?RQ BKQ>FIP
LSBO>II FKQBOBPQ M>VJBKQP LSBO QFJB

] 4EB ILKDEBOJ JLOQD>DB MOBPBKQP > JR@E
EFDEBO QLQ>I FKQBOBPQ M>VJBKQ OBNRFOBJBKC
OBNRFOBP > ILTBO MBOFLAF@ LRQI>V

] 1RBPQFBKABO TE>Q @LKAFQFLKP ALBP|FQ M>V QL
Q>HB LRQ QEB FERQNRRBROQD>DB

] IKPTBO)Q M>VP FOIIRBD>DBEP PRE@FBKQ
@>PE CIEKA TFPEBP QL JFKFJFWB QLQ>| M>V
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] 1RBPQFIBKABO TE>Q @LKAFQFLKP ALBP

] KPTBO)Q M>VP FC LKB ALBP KL EZHBR|

JBKQP BPMB@F>IIV FKQBOBPQ LSBO Q

Q>HB LRQ QEB RROBA . OQD>DB

@>PE CIEP RKTFIIFKD QL PBQQIB CLO > |
ELJB >KA FP OBI>QFSBIV RK@LK@BOKB
ILKD QBOJ DBD >JLRKQ QL ?B M>FA MBQ
ALBP KLQ FKQBKA QL PQ>V CLO QEB CRI

)K ILPQ @FO@RIPQ>K@BP > VB>0 JL(
2B>0 > ILTBO O>QB QE>K > VB>0 JLOQI
RKIFHB QEFP FIIRPQO>QFLK (BOB TB CL
PFKDIB S>OF>?IB a QFJB a TEF@E DOB>(
QEB P@BK>OFL ABMF@QBA OBI>QFSB Q
FIM>@Q QE>Q > PJ>Il MOBJFRJ FKQBOBH
E>SB CLO QEB FK@OB>PBA QBOJ QL J>Q

4>U>QFLK TFIl >IPL E>SBBRBCB@>II QE
FKQBOBPQ M>VJBKQP LK JLOQD>DBP >Q
OBKQ I5J>U ABAR@QF?IB

-JB
FQ M>V QL

RC

BPP @LPQ
A >?LRQ QI
E>MP EB
QEFOQV \

QD>DB TF
D>DB a
@RPBA LK
IV FIM>@(
L QEB JFKI
PQ O>QB T
ROFQV

PQ
B RKABO

4EB JLOQD>DB CLOJRI> FP FIMLOQ>KQ QL J>PQBO >P F
RPBA >D>FK FK QEOBB >AAFQFLK>l @LKQBUQP ,B>PFk
I@@LRKQFKD >KAMFQ>| "RADBQFKD 4EB IKKR>I IKKR
FQV IMMOL>@E
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#=@B5/53A 7< B63 $3E #7::3<<7C;

667>)<176 0); *7=/0< )*7=<) 5=4<1<=,- 7. 6-?
8:7,=+<; ;=+0); ;=* 8:15- 47)6; )6, 61+0- +-,1<
8:7/:)5; .7: 1551/:)6<;D #69=-,<176)*4A 1667>)
<176)6, ,-:-/=4)<176 0)>- >);<4A -@8)6,-,-#1<
)>)14)*141<A <7 >1:<=)44A )44 16+75- +4);;-; ++-;;
+:-,1< 0); -6)*4-, .)5141-; <7 8=+0);- 075-; ,-)4
?1<0 -5-:/-6+1-; )6, 7*<)16 /77,;)6, ;-:>1+-;
75- 7?6-:;018 1; )<): -+7:,01/0 )6, <0- 6=5
*.. 7.075-57:</)/- 47)6; <7 47? )6, 57,-:)<-
16+75-)6, 5167:1<A .)5141-; 0); :1;-6 :)81,4A 7>-:
<0- 8);<.1>- A-);

$0 lI>K 'OBBKPM>K

#E>FOJ>K LC QEB &BABO>| 2BPBOSE

EQQM TTIBABO>IOBPBOSB DLS "/I2$$/#3
3MBB@EBP ABC>RIQ EQJ

7447?16/ )6 -@<-6,-, *775 16 +76;<:=+<176 ,:1>-6
16 4)f- 8):< *A 7>-:4A 477;- 57:</)/- 4-6,16/ ;<)6
)i 4)6, =6: -)41;<1+ -@8-+<)<176; .7:-9¥5:
8:1+- 16+);-; <0- 07=;16/5):3-< +744)8;-, E
1)4-;)6, 8:1+-; 84=6/-,)6, 57:</)/- +. -1<?);
;0):84A +=:<)14-, /0< 57:</)/- +:-,1< +76,1<176;

||>KH
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): - +76<16=16/ <7 5)3- 1< ,1..1+=4< .7: 5)6A .)5141-
<7 *=A 075-; ,-;81<-:+7:,47? 57:</)/- 16<-: -;<
1)<-; <0)< 0)>- 0-48-, 5)3- 07=;16/ >-:A)..7:,
)*4-D <0- +76<:1*=<176 7. 07=;16/ 16>-;<5-6< <7
7>-)44 -+76751+ )+<1>15)A6; +76;1,-))*4A
*-477? <0-)>-))/- ;--6 16 8);<: -+7>-:1-;

$0 *>KBQRIFK
#E>FOJ>K LC QEB &BABO>| 2BP

EQQM TTIOBABO>IOBPBOSB DLS KBTPBSBKQF
VBIIBK >EQJ

BOSB

P PMBB@E




+44+:.  [-+2

& 3@A=</: 7</<17]: &:/<<7<5
&@=0:3;

9LR >OB DFSBK QEB CLIILTFKD

4EFP VB$ZD>E>JTFIl PQ>0Q DO>AR>QB P@ELLI
4EB >KKR>l @LPQFP  MBO VB>0O CLO B>@E L
QTLVB>OP M>V>?IB >Q QEB PQ>0Q LC QEB VB>C

4EB QRFQFLK TFIl FK@OB>PB ?V FK QEB PB@L
VB>@RB QL FKCI>QFLK

120>E>J @ROOBKQIV LTBP COLJ EFP
RKABD>ARFRIIRABKQ IL>KP

7EBK EBECFKFPEBP EFP -FK QTL VB>OP EFP
M>OBKQP TFII DFSB EFJ > DFCQ

SMLK DO>AR>QFDKE>J MI>KP QL MEEEP
IL>KP CRIIV FK QBK VB>OP (LT JR@E TFII EB E>S|
QL M>V >KKR>1lV FK LOABO QL >@EFBSB EFP DL:

IPPRJB QEOLRDELRQ >K @LPQ LC CRKAP O>QF
@LIMLRKABA NR>@DEIBWIQ CLO QEB >KKRFQV
M>VIGM>VJIBKQP TEF@E TFII 7B >Q >K

)66=)4 0>QB

3LIRQFLK OI>K

] &FOPQ I>V ALTIOEEEK ASIKLIFK> QBOJP
FK QEBFO MOLMBO MYF@BPHEEBK FIMLOQ
QEB KRJ?BOP FKQL > PMOB>APEBBQ

] #>I@RI>QB QEB CRQROB S>IRB LC QEB @LPQP >



4:85%):/54 5 [4'4)2  4'229/9

LC VB>0 RPFKD QEB @LPQ LC CRKAP O>QB DF:
.LQB QEB DFCQ >P JLKBV FK

] 5PB QEB JLOQD>DB CLOJRI> QL @>I@RI>QB QEB
FQV M>VJBKQ OBNRFOBB QERBPERIRI>QBA
AB?QP FK QEB I>PQ VB>OP

SLIRQFLK

#>1@RI>QFLKP

30BM g g

30BM  DFCQ

30BM 3RJ LC 3QBMP

30BM #>|@RI>QB QEB SKKRFQ¥VIBKQP

U 06 1&
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)C::/@G *63 *7:3, /-C3 =4
#=<3 G

6FOQR>IIV BSBOVQEFKD LKB ALBP FK QEB CFK>K@B
FKSLISBP >Q PLJB IBSBI QEB QFJB S>IRBLEPIGHRY
QO>| YLLEFK>K@F>| >K>IVBRP@RAI>PQBOBA )Q FP >
?2>PF@ QLLI

)K QE MOFLO QTL @EFRQEIBILMBA > O>QFLK>IB CLO
>PPBPPFKD bPFJMIBc CRQROB >KA MOBRBGTISBIRBP 7
QEB QTL NR>IFCF@>QFLKP CLO > @>PE CILT PBOFBPe
DLOFWBA >P >K >KIKRFQEBK ABCFKBA >K LOAFK>0V >K}
FQV >P QEB PRJ LC QEB PBOFBPe MOBPBKQ >BA CRQRC
CROQEBO ABCFKBA b>KKRFQFBP ARBc >KA LRQIFKBA :
@LKSBOQFKD >K LOAFK>0V >KKRFQV FKOAAK >KKRFQ'
QFLK>IIVB ABQBOJFKBA ELT FKQBOBPQ O>QB Q>?IBP .
RPBA >P > PELOQ@RQ QLLI CLOEBRRIRISLIRBOLC
JLKBV

4EBK TB >PPBPPBA RKBSBK @>PE CILT PBOFBP QE>Q AL
FCV >P >KKRFQEHRSIFKBA QTL @>PBP LC MBOMBQRI
KL DOLTQE >KA DOLTQE >P > PMB@F>I @>PB LC >KKF
BU>JFKBA CO>@QFLK>l QFJB MBOFLAP >KA AFP@LSBO
QO>0V K>QROB LC @BOQ>FK QFJB S>IRB @>I@RI>QFLk
QL AL TFQE QEB S>OVFKD @LKSBKQFLKP OBD>OAFKD Q
LC bMBOFLAc >KA QEB RPB LC FKQBOBPQ O>QBP FK

&FK>I\AK FIIRPQO>QFLK LC > JLOQD>DB T>P MOBPBKC
BS>IR>QBA

b"BCLOB LKB @LKQFKRBP CROQEBO FK QEFP QBUQ F(
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QE>Q QEB PQRABKQ J>PQBO CRIIV QEB @OFQF@>| @
S>IRB LC JLKBV FK >l FQPcS>OFBQV
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6/>B3@A (3  D73E
'C3AB7=<A

9LR >OB DFSBK  FK QEB MOBPBKQ )Q [TFIl @LJ
MLRKA NR>OQBOIV >Q >KKR>| 0>QB LC | CLO QBK
VB>OP 7E>Q FP FQP &RRBROB 6

7E>Q POLR?148>SB  FK QBK VB>OP a FK QEB
MOFLO NRBPQFLK 7E>Q FP FQREOBPBKQ 6

$BCFKB b!KKREQV

7EV >0B PFIMIB 00BPBKQ >KASRBRO® b
QLOP OB@FMOL@>IP LC LKB >KLQEBO TEFIB >KKRI
C>@QLOP >0B KLQ

(LT >OB /OAFK>0V IKKRFQFBP >KA IKKRFQFBP $RB
AFRCBOBKQ

(LT ALBP LKB >AGRPQ >K /JOAFK>0V IKKRFQV FK
LOABO QL J>HB FQ >K 'KKRFQV $RB

'FSBOB>| TLOBA>IMIBP LC IKKRFQFBP

(LT >OB >KKRFQFBP >KA MBOMERIFBIQFBP AFC
COLJ LKB >KLQEBO

IK >KKRFQV ARB M>VP BSBOV NR>0QBQ) CLO

PBSBK VB>OP >Q > 0>QBLC  #>I@RI>QB ?LQE
FQP MOBPBKQ >KA CRQROERFBEEB
J>QEBJ>QF@>| CLOJRI> CLO @>I@RI>QFKD >KKRF(
C>@QLOP >KA >IPL RPB QEB >KKRFQV >AGRPQJBK
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JRIQFMIFBO
7E>Q FP > b'OLTQE 0BOMBQRFQVc

%UMI>FK QEB b,>T LC ,FIFQP ¢ (LT ALBP
QL OBOMBQRFQFBP 3B>0@E ,>T LC ,FJF
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MOFK@FM>| M>VJIBKQP

IK FKSBPQLO TFIl OB@BFSB > >KKR>
>KKRFQV CLO QEB KBUQ QBK VB>OP M>|
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|
V>?1B PBJF
7E>Q
C QEB




+44+:,

[-+2

)K QEB @>PB LC > 0BOMB/JRAIDBPBHRES

RK>CB@QBA ?V AFP@LRKQFKD COBNRBK@FBP
I PBJF >KKR>I b@LKPQ>KQ DOLTQEc @>PE CILT

PBOFBP I>PQ M>FA 0>VIBKQP TFIl ?B

J>AB

BSBOV PFU JLKQEP >KA TFII DOLT >Q >K pKKR>|

O>0QBLC MBO VBFRJB > CLRB>0 ELOF

WLK 7E>Q FP QEB 00BRBH@ ®EB @>PE CILT

PBOFBP 5QFIFWB > AFP@LRKQ O>QB

)K QEB MOFLO NRBPQFLK TE>Q FC b'c TE
SKKR>IIV

| OBOMBQRFQV I>PQ M>FA  )Q TFII ?B A
@LRKQBA >Q >K >KKR> O>QB LC  >KA F
CILT TFII DOLT >Q >K >KKR>I O>QB LC

OB KBD>Q

\FP
'QP @>PE
L?B

M>FA FK NR>OQBOIV FKPQ>IIJBKQP 7E>Q FP FQP 0
PBKQRB "B PROB QL >AGRPQ CLO COBNRBK@FBF

7E>Q TLRIA QEB CRQROB S>IRBP ?B FK B>@E LC QF

MOFLO Q@RBPQFLKP

"BPFABP CLO QEB J>QEBJ>QF @¥EB@BPPFQV
JRPQ b2c BU@BBA b' c FK QEB 0BOMBQRIFQV JLABI
7 B >0B >PPRJFKD EBOB bKLOJ>Ic B@QLKLIF@ @FO

@RIPQ>K@BP

4EB 00BPBK(®RB 'KKRFQV &>@QLO JRPQ E>SB >
S>IRBOB>DBBPOE>K bK g M ¢ 7EF@E FP FQ >KA

TEV 7E>Q >?LRQ QEB &RORBDKERFQV
&>@QLO
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] 'AGB7H6REBG>IR>QFLK 0OBJFPB

] 4?6H?4GA.QE QEFB,16/ -:17, -<=:6 >KA
QEB $LII>O 0OF@B LC > "LKA

] <FG<A:H<BEB @E>0>@QBOFPQF@P LC|$FP@LRKC(
>KA 0OBJFRJ ?LKAP

] KCBBELT #OBAFQ>?FIFQV >KA ->QR@ERV >C
->OHBQFBIAP FB QEEAQL ->QROFQV

.LQB2BSFBT NRBPQFLKP CLO #ESI8BREPLRDE &LRO
QBBK TFIl >MMB>0 >Q QEB BKA LC #E>MQBO &LROQBBK



+44+:.  [-+2

)31C@7BG (3BBC@< *63 =:27<5
&/BB3@< (3BBC@<E(/:1C:/B7=<

)K LOABOGHDRQBB OBQRGK PPBQMBO@BRQ FP
RPBCRI QL CFOPQ LRQIFKB QEB S>OFLRP @LJIMLKBKQP
LK QEB >PRBSXA QEBK QL @>I@RI>QB @EB QBQROK
MOFK@FM>| @LIMLKBKQP LC OBQROKWSDE FR@LEB >K/
P>IBP LO bBUFQJBRBF@BBPQJIBKIK@LBB FP @LJ

JLK QL J>KV >PPBQP FK@IRAFRRBRBERY) @APS
FABKAPKA OB>| BPQBBRIEB BUFQ MOF@B J>V ?B BNR>I
QL DOB>QBO LO IBPP QE: QEBRRHEERQIBKQ @LPQ
EBK@B bMOLCFQc FP FK@IRABA FK OBQROK

%U>IMIB
] 3QL@H ?LKA OB>I BPQ>QB @LPQ LO FKSBPQJBK
AEFP FP >K bLRQCH.T

] JK@LJIB ) OB@BFSBA LSBO QEB @LROPB LC QEI
FKD MBOFLA

] 3>IBP BUFQ MOF@B 0
] 4EB FK@LJB >KA P>IBP MOF@B >0OB bFKCILTP ¢

(LIAFKD OBOFLA 2B@IROK

(02 FKCILTP fLRQCILTP 2! " 3N
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IIQBOK>QFSE\@LRIA E>SB @>I@RI>QBA QEB (02 ?V CL@
FKD LKIV LK QEB M®BKCFR TEF@E @>PB TB TLRIA E>SB
IBCQ LRQ QEB b ¢ BUMOBPPFLK >Q QEB BKA .LQB QE>Q

a 4EB OBPRIQ FP QEB P>JB QEFP T>V >P
ABMF@QBA ?BILT

02 ;) K #<

(02 ; <

-LOB

)K BFQEBO >MMIF@>QFLK QEFP FP > bO>Tc @>I@RI>QFLK FI
ALBP KLQ >@@LRKQIE-C)QER. 576-AMEFP
>MMOL>@E FDKLOBP QEB IBKDQE LC QEB ELIAFKID MBOFLA :
QFJFKD LC QEB @>PE CILTP #IB>OIV LKB TLRIA O3QEBO B>O
O>T OBQROK LSBO > PELOQBO MBOFLAI®EAK ILKDBO

VLR O>QEBO LSBO LKB VB>0 LO QBK ! ALII>O B>OKBA QLA:
FP TLOQE JLOB QE>K > ALII>0 B>OKBA QLJLOOLT

7EFIB QEB (02 E>P PBSBOB @LK@BMQR>| IFJFQP FQ N
HBV FKCLOJ>QFLK RMLK TEF@E > ?BQQBO JLABI J>V ?
PQOR@QBA )K QEFP PB@QFLK TB TFIl MOBPBKQ QEB (
ALII>O MOF@B >KA OBQROK LC > ?LKA
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3L QEB (02 FP KLQ >@@BMQ>?IB ?B@>RPB FQ ALBP KLQ
QEB @OFQF@>| KLQFLK LC QFJB 9XIRBKBO:KBB

TFIl CFKA QE>Q QEB SHIR>QFLK LC >KV >PPBQ TFII
>AEBOB QL QEB CLIILTFKD ORIB

The value of an (financial) asset is equal to
the future cash flows the asset is expected to produce,

each of which cash flow is discounted to its present
value

and then all such present values are aggregated to

a single value.

4EFP P>VP QE>Q FK S>IRFKD >K >PPBQ TB JRPQ CFOF
FQP CRQROB @>PE CILTP >KA QEBK AFP@LRKQ B>@E |
CILTP >Q >K >MMOLMOF>QB AFP@LRKQ O>QB >KA >D
CFDROBP FKQL > PRJ TEF@E PE>|IPBSRBQHRER
MOF@B

7 B TFIl >IPL CFKA QE>Q FK > @BOQ>FK PBKPB QEB AL
>KA QEB AFP@LRKQ O>QB >OB FKQBO@E>KDB>?IB FK
KLQB QE>Q QEB AFP@LRKQEB-EBKPR FP-QEB bQORBC
MOF@B LC QEB >PPBQ

4EBPB MOBJFPBP >0OB KLQ RKFSBOP>IIV >MMIF@>7?IB KL
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FQQER>I@RHQLC > ?LRARII>O MOF@B FKSLISBP > PFJ
MIB PLIRQFLK

4EB >?LSB CLOJRI> P>VP QE>Q BSBOV >KKRFQV @LRMI
JBKQVIRBEB LKB QFJB C>@BISHBREDBFP@LRKQBA

>KA >DDOBD>QBA QL MOBPBKQ S>IRB TEF@ER@REB 7L
AEFP FP ?>PBA LK LRO bS>IR>QFL KBl08BIFPBIcIB
FIMLOQ>KQ QBOJP QL HKLT

&>@B>RB ->QROFQMRB 0>0 #RB 0OFK@FM>|
4EBPB MEO>PBP >0B PVKLKVJLRP >KA FKQBIRRE>KDB>"
OFQV S>IRB FP QEB >JLRKQ LC JLKBV QEREKSBPQLO
ELIABBKAB@BQP ?>@H TEBK QEB ?LKA 4EGROBP
OBMOBPBHQBLPQ FKPQ>K@BP >KA BBOGTEOER

@>PE FKCILT QL QEB FKSBPQLO

#LRMLK 2>QB  )KQBOBPQ 2>@BFP FP QEB >JLRKQ LC

FKQBOBPQ QE>Q QEB ?LKA M>VP 'K BU@BMQFLK TLRIA
>?I1B O>QB ?RQ TB AL KLQ AB>| TFQE QE>Q EBOB A4EE
>JLRKQ M>FA FP QEFP O>QB QFJBP QEB C>@B S>IRB 4
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O>QB FP >KA QEB &>@RMB FP FQ TFIl M>V

MBO VB)DQEFP ?LKA M>VP PBJF SBERFKSBPQLO TFII
OB@BFSB QTM>VJBKQMBUB>QKB BSBOV PFU JLKQEP
4EFP OBMOBPBKQP >K >KKRFQV PBOFBP LC @>PE CILT
LC QEB ?LKA QEFP FP QEB®K PBQ LC @>PE CILTP

9FBIA QL ->QROFQV_94- ->OHBQ 2>QB  $FP@LRKQ
2>QBEFP FP QEB J>OHBQ ABQBOJFKBA O>QB >Q TEI
?2LKAR @>PE CIETPLQE QEB &>@RB6>KA QEB @LRMLK
M>VJIBKQP-@B bMOR@BAFP@LRKDEMOBPBKQ S>IRB
$L KLQ @LKC®PRMEKA J>OHBQ O>QBP QEBV >0OB PBM>
>KA J>QEBJ>QF@>IIV AFPQFK@Q 4EB J>OHBQ VFBIA T
PQ>KQIV @EHKRBLKP >OBKBO>IFUBA

7 B J>V QEFKHSE@B-6RBKA QEB ?LR®dI>0 00F®B
QBOJPLC PLO P LO >KV JRIQFMIB QBBREIEC

QEB ?LHAMOF@B FP BUMOBPPBA FK QBOJP LC  LC
?LKAR b0>Oc S>IRB FQ ALBRE®BO CLO @>I@RI>QFLK M
MLPBP ELT J>KV WBOLP TB >AA LK FK >K FIIRPQO>QFLK |
@FPEFP TFII 2B ABJLKPQO>QBA FJIBAF>QBIV ?BILT

4EB ?LKA QO>ABO TFII NRLQB QEB ?LKA FK QBOJP LC >
LC M>O >KA TFIl QEBK >PH QEB ?RVBO LO BFEIBB TE>Q C
LC QEB QO>ABIFPEBO TLEAP JR@E QEBV >0B AB>IFKD
TFQE /C @LRPRBB>IRRVFKIOD PBIIFKD > QELRP>KA

> JFIIFLKALII>@ALOQE LC ?LKAP J>QQBOP > DIOB>Q AB>|
BU>JMIB CLIILTP
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QFLRLIRQFLK TLRIA RQFIFWB QEB CLIILTEKIBCLOJRI>
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%U>IMIB
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C>@QLO 068& CLO QEB ->ORBBQWKEQ DBQ QL J>HE
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$LII>O &IRBP

(BOB VLR PE>Il KBBA QL JRIQFMIV QEB >?LSB C>@
ALII>O >JLRKQP LC QEB @LRMLK >KKRFQV >KA C>
OBPMB@QFSBIV

4EB bQORBc MOF@B LC QEBRIGADOV?B @LKPFAB
94- )Q FP @LK@BFS>?IB QE>Q QEBOB BUFPQ QTL
P>JB J>QROFQV LO BSBK FPPRBA ?V QEB P>JB @
ARB QL E>SFKD ?BBK FPPRBABKIABEIBP QEB QTL
@>00\CBEBKQ @LRMLKP 4ERP QEB 94- TFII 7B Q
CLO B>@E ?RQ QEB ALII>0 MOF GEEPBKK) 2EBOBC
94- FP QEB QORB J>OHBQ MOF@B >Q TEF@E ?LKA
>PPBPPBA
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)Q FP FIMLOQ>KQ KLQ LKIV QL PLISB MOL?IBJP ?RQ QL
QEBJ >P TBII

] .LQB QE>Q QEFP FIIRPQO>QFLK E>P RPBA LOAFk
>KKRFQV C>@QLOP Q3 QEBINBMOBPBKQ
S>IRB C>@QLOP
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)Q FP FKQBOBPQFKDLQLFKPQBK@B RPFKD QEB AFP@
?2LKA >?LSBEXJEB CRQROB SOIRBUCMOF @B BNR>IP
QEB CRQROB S>IRB LC FQP @>PE CILTP
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)K QEB @>PB LC FKSBPQJBKQ DO>AB ?LKAP ?RQ KLQ FK
bGRKH ?LKABILOMLO>QB RFFRBEIRAB>SLO QL PBQ QEB
@LRMLK PL QE>Q QEBBJFRNE>MOF@B CLO QEB KBT ?LK
QEB QFJBFPER>K@B FP Q:€0QEB ?LKAR C>@B S>IRB

4EB @LRMLK >KA LQEBO FIMLOQ>KQ QBOJP LC QEB RK
>OB TOFQQBK FKQL > IBD>I AL@RJIBKQSESHEA QEB

/IK@B QEB FKABKQROB FP @LJMIBQBA MOLPMB@Q
FKSBPQLOP >0OB MOLSFABBLAMEGTURRAE |>VP LRQ
QEB QBOJP LC QEREBEK>K@FLKAFQFLK LC QEB @LJ
M>K\AKA LQEBO FIMLOQ>KQ C>@QP )KSBPQLOP E>SB
RKQFI QEB ?LKA FP FPPRBAQEKABEF@B TEBQEBO QEB\
TFPE QL MRO@ESPRMEKLQ YK QEFP PELOQ QFJB J>OH
VFBIAP >0B PR?GB@Q QL CIR@QR>QFLK P > OBPRIQ >«
QFJB LC FPPRB QEB @PHAIQEB @LKQBIMLO>OV J>0
HBQ VFBIARAL - >QROEQMI4-c  TFII IFHBIV E>SB
AFSBBA

4EBOBCLOB FQ FP KLQ QBOOF?IV @LJJLK QL PBB KBT ?L
FPPRBA>N)OF @ B/0B @FPBOQEFP @I ROPB OBPRIQP FK
KBT FPPRBF@BPKEBBFQEBEG6BHAGEB@<ML 0>0

4EBOB >0OB QEBPB QTL MLPEPBESEIFREO QEB IFCB LC
QEB ?LKA J>0OHBQ VFBIAP DBPAFSROQEBO COLJ QEB
@LRMLKP

&LO BU>JMIBEBK >K FKSBPQLO MRO@E>PBP >K bLIAc ?
TEF@E J>V E>SB ?BBK FPPRBA TEBK J>GHBKAVFBIAP
EBK@B @LRMLBORILTBED J>V ?B ILLHBA >Q >P FKCBOFL!
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QL KBTBO ?LKKPQE>Q FQP @LRMLK M>VP IBPP QE>K |
FPPRBA QLA>V TFQE QEB P>JB J>QROFQV ZF@OBAFQ
FPTEVa J>QEBJ>QF @@PR@E ILTBO M>VFKDJDKAR

>Q > AFP@LRKQ @iuMeOlessFB > ILTBO @LRMLK
0>QB LC FKQBOBPQ QE>K QEB @ROOBISIBC

@LROPB QEFP FP >IPL QORB FK OBSBOPB

3FJFI>0IZLO MOBJFRJ ?LKAP VLR M>V JLOB ?B@>RPB \
DBQ JLOB @LRMK QEB @ROOBHERGFIB S>IRB
JLKBVAFP@LRKQFBQ®BI- FP QEB DOB>Q BNRRRFWBO
J>V Q>HB QTL ?LKAP QE>Q >0B PFJFI>O FK >Il OBPMB@
QEB @LRMQEBV TFIl QO>AB >Q QERFBYFBIA-P

QEBV PELRMABCFKFQRIGBEBFO ALII>0 MOF@BBOFIl AFC
4EBOBCLOB QEB bQORBc MOF@B LC > ?LKA FP QEB 94-

7EFIB J>KV MBLMIB ?BIFBSB QE>Q ?LKA MOF@BP >0B PG
SLI>QFIFQV @>K FK@OB>PB FKSBPQJBKQ OFPH OBI>QF¢
CLIFLPLE&>QFIFQV J>V PQBJABCERIQ ORRAIB>@OL

B@LKLIF@ @>RPERISROBCIB@QBA >P @E>KDBP FK 94-

You get morgCoupon than Market ¥ld) you pay more!
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IK@B >D>FK FQ J>V ?REX@ABQORB MOF@Bc LC > ?LKA
FP FQP VFBIA QL J:92REFFQ¥B B>KP ?VEF@E QEB
2LKAR @>PE CILTP >OB AFP@LRKQBA LO bMOF@BA ¢

4TL ?LKAP J>V E>SB QEB P>JB @OBAFQ O>QFKD >KA Js
?RQ J>V E>SB ?BBK FPPREBOBKAFQFIBP >KA QERP TFI
E>SB AFBOBKQ @LRMLK O>QBP >KA QEBOBCLOB TFII 7B
AFCBOBKQ ALII>0 MOF@BP B3BB-QEERDE BIAR>V

>OB QEB PSIB ?LQE

4L FIIRPQO>QB QEFP PLISB QEB CLILTFKD MOL?IBJ (
2LKAP BR TFIl KLQB QE>Q QEBKA-44-P CLO B>@E LC
QEB QTL ?LKAP FK QEB BU>JMIB >OB QEB P>JB ?RQ QEB
AFCB@>RPRBEB ALII>0 MQEAFEBG B >PPRJB BNR>|
@OBAFQ>?FIFQV CLO B>@E

94-

0
#MK LkA
#MK LkA

3LISB QEFP TFQELRQ DI>K@FKD >Q QEB PLIRQFLKP
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9LR PELRIA E>SB HKLTK QE>Q QEB MOF@BFQRIA ?B 0>C
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OOF@&A

7 B KLT >IPPBBQE>Q >P QEB @LRMPK QEPBPBP QEB
ALII>O MOF@B

2BSFBT NRBPQFLKP CLO #EBI$BBE®LRDE &LROQBBK
TFIl >MMB>0 >Q QEB BKA LC #E>MQBO &LROQBBK
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89<A8B>@E LC CLIHBI/O#ROSB 4EBLOFBP
476H?4GQEB 3MLQ #ROSB
KC?BB#OBAFQ 3M®B>A

BAF<78E)EB ->@OLB@LKLIF@ @FO@RJIPQ>K@B
RKABO TEF@E #OBAFQ 3MOB>AP TFIl K>OOLT >KA
TFABK

] ,G<?<MBOBAFQ 3MOB>AP FK > MOBAF@QHFSB J>KKB(
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<B3@3AB (/B3A (3BC@<A B=
<BAB=@A =AB B=B63 =@%=@

)KQBOBPQ O>QBP >KA EBK@B PB@ROFQFBPe OBQROK
LC B@LKLIF@ @FO@RIPQ>K@BP QE>Q >OB J>KFCBPQ
@F>1 J>OHB&P6 QL FKSBPQLOP OBMOBPBKQP @LPQ QL
MLO>QFLKP QE>Q FPPRB QEB PB@ROFQFBP QEBV >OB
QEB P>JB @LFK P FK QEB @>PB LC bOBQROK LK FKSBP(
MEO>PBP bOBQROKc >KA b@LPQ LC @>MFQ>Ic QL > @L
ABP@OF?BA FK MBO@BKQ>DB QBOJP FB >P > O>QB |
ALII>O >JLRKQ #LPQ LC @>MFQ>l OBCBOP QL QEB TBFC
>DB @LPQ LC QEB @LPMBRSGRKBNRFQV

"LQE AB?Q >KA BNRFQV MOLSFAB QEB @LOMLO>QFLK
TFQE TEF@E QL >@NRFOB >PPBQP PL QE>Q QEB @LO
DOLT)KSBPQLOP TEL MOLSFAB QEBPB CRKAP QL QEB @|
BUMB@Q > OBQROK LK QEBFO FKSBPQJBKQ QEFP OB
>K bBB@LKLIF@ @LPQc QL QEB @LOMLO>QFLK 4EB JLK
COBB b%@LKLIF@ #LPQc FP > CFK>K@F>I QBOJ KLQ >}
FKD QBOJ PR@E >P bBUMBKPB ¢ >KA PELRIA ?B RKABOP
CBOBKQIV

] 4EBBBFG B9 785G 64QtGaRB @LOMLO>QFLK FP
QEB >GQB0 @LPEXQBOBPQKISESS?Q



+44+:,

#LPQ LC
$B?Q #>MF
Q>
#LPQ LC
%NRFQV
#>MFQ>I

[-+2

4EB6BFG B9 8DH<GL 6ER GBRATER
AFSFABKAP M>FA QL FKSBPQLOP MIRP QEI
BUMB@ QPQEI@>MFQ>| D>FKP OBPRIQFKD
COLJ QEB DOLTQE FK B2BIGKRBP
PE>OBELIABOP J>V BUMB@Q QL OB@BFSE
ABKAP >KA QL PBB >AAFQFLKP QL OBQ>FK
B>OKFKEELRIA QEB FKSBPQLOPe BUMB@Q
QFLKP TEF@E TB J>V >IPL SFBT >P QEBFO
JFKFJRJ OBNRFOBA OBQROK KLQ ?B JBQ
QERJAV PBIl QEB PB@ROFQV

)KSBPQLOP BUMB@Q QE>Q OBQ>FK
FKDP >KA LOEBO @>MFQ>l PLRO@
MOLAR@QFSBIV BJMILVBA FK G
DOLTQE LC QEB @LIM>KV PL QE>Q C
PE>OBPe S>IRB FK@OB>PBP a ARI

FK@OB>PBA B>OKFKDP >KA DOLTQE BUMB@Q>
MLO>QFLKP QEBOBCLOB JRPQ MOLSFAB QEB >
MOF@B >MMOB@F>QFLK LO PE>OBELIABOP TFI
EFOB KBT J>K>DBOP >KA AFOB@QLOP 4EFP MO
MOF@B >MMOB@F>QFLK FP >IPL RIEDMEQX)EB
@LPQP >P SFBTBA COLJ QEBBBIKLIFPQe

2BNRFOBA
2BQROK

)K DBKBO>| E3DBI<€F BGHEA
TEBQEBO CLO PQL@HP LO ?LKAP
PFPQP LC QTL M>OQP LKB > OB
>PPL@F>QBA TFQE QEB bOFPH (
FKPQORJBKQ >EARYHEE E4GS B9
EBGHER & QEB LQEB®IOBJFRJ

LO BUQO> OBQROK CLO FK@OBJBK
>?LSB WBOL OFPH 4E>Q FP Q

2FPHCOBB OBNRFOBA OBQROK BNR>IP QEB OF
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O>QB LC OBQROK MIRP > bJ>0OHBQ OFEPH
MOBJFRJ&0

2>QB LC

2 2 & -20 2BQROK

20 2 - a2

(BOB VLR TFIl CFKA > DO>ME QE>Q ABMF@QP QEBPB @!|

m 4EB MEO>PB bOFPH MOBJFRJc OBCBOO
QL2 a2g FP>?FQ LC > JFPKBBO
QEB QBOJ bOFPHc AO>TP VLRO >QQBKQ
QLT>OA QEB ELOFWLKQ>I >UFP O>QEBO
QEB SBOQF@>| >UFP TEBOB QEB MOBJF
OBQROK CLO FK@OBJBKQ>| OFPH FP
L?PBOSBA

m 4EB b->OHBQ 2FPH 00BJFRJc -20
->OHBQ 2BQROKIRPP 2FPH COBB
2>QB LC 2BQR@K 2

] )K QEB DO>ME >?LSB TB E>SB OFPH > NR>KQFC
JB>PROB >KA OBQROK TEF@E FP JB>PROBA FK
@BKQ>DB QBBJRPL E>SB QEB LSBO>II LO >SBO
>DB bJ>OHBQORRHQP @LOOBPMLKAFKD J>OHE
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OBQROK

AEBOB FP >IPL > QEBLOBQF@>| WBOL OFPH FKSBPQJBK
OBPMLKAFKD OFPH COBB O>QB LC OBQROK %SBK QEL
OFPH FKSBPQJBKQ E>P KL OFPH BU@RPB QEB OBARKA:
MOLSFABP > MLPFQFSB O>QB LC OBQROK )C FQ MOLSF
KL LKB TLRIA FKSBPQ FK FQ 4EBOB FP KL >DOBBJBKQ >
OB>| TLOIA MOLUV CLO QEB OFPH COBB FKPQORJBKQ |
Q>HBK >P BFQEBO QEB QEOBBRRAQEMI LO QEB QBK

VB>0QB>PROV .LQB -LOB MOR&BRBFPH COBB FKPQOF
JBK@2BUMB@QBA >KA OBNRFOBA OBQROKP TFII 7B QEE
QEB PQ>KA>0A ABSF>QFLK LC FQP OBQROK TFII 7B WBC

ID>FK QERE>8G )<F> 'B@<H@
-20 TFII ?B QEB AEBOBK@B
?BQTBBK QEB OFPH COBB >KA J>C
O>0QBP LC OBQROK )K LQEBO TLOA
sonBo | J>OHBQ OBQROK MOLSFABP > MOB
2FPHOOB| LO >AAFQFLK>I OBQROK QL QEB FK
JFRJ CLO Q>HFKD LK > IBSBI LC OFPH DO|
-20 QE>K WBOL KV M>0OQF@RI>O FK:
JBKQ LO MLOQCLIFL LC FKSBPQJB
J>V MOLSFAB JLOB LO IBPP OFPH >
OBQROK QE>K QEB LSBO>Il J>OHBQ

)K PR@E @>PBP QEBFKBERIIIAIFL J>V @LKQ>FI
> IBSBI LGFPH DOB>QBO QE>K LO IBPP GE>K QEB
OFPH IBSBB QL QEB OFDEQ LO IBETHBQ QEB

2FPHLK QEB ELOFWLKQ>l >UFP |@@EBAFKDI
FKSBPQLO J>V BUMB@Q QL B>OK JLOB QE>K QF
OBQRUOKIBPP 4EB FKSBRDMB@QBA OBQROK Ti
QEBRB BFQEBO >?08BILT QEB ->OHBQ 2BQROK



4:85%):/54 5 [4'4)2  4'229/9

LK QEB SBOQF@>| >UFP #>K VLR 738N QEFP
TLRIA ?B QEB FKSBBRGIB?<B )<F8@<H@

4>HB KLQB LK@B >D>FK LC
RPB LC QEB QBOJ bOFPH MORB
>QFSB QL >AAFQFLK>| OBQRO
OFPH LKB Q>HBP LK QEB MOL

1B

2>QFLK>|
KC86G4G<BAEB JFDEQ P>V QE>@UMB@Q

OBQROK FP FOO>QFLK>l > Aod@ed&lﬁ
TLRIA AL QE4E>Q FP TEV QEB RILMBH 0oB
LC QEBF>DLKHP MLPFQ#HSB
AF>DLK>I J>OHBGK-QBB AF>D0O>J
OBCIB@QP MRPFRFSB OFPH OBT>0A
OBI>QFLKPHEER JLOB QEB OFPH QEB JLOB QI
BUMB@QBA OBQROK

] ->KV OBPB>0O@EBOP TFIl RPB QEGB3IPRON 4
"FIl >P QEB MOLUV CLO QEB QEBLOBQF@>| OFPF}
FKPQORJBKQ 4EFP @ELF@B E>P QL AL TFQE QE
BUMI>K>QFLKP

m &FOPQ QEB 5KFQBACEIFRER/ 4P
@LKPFABOBA QEB IB>PQ OFPHV LC >lI

AB?QLOP >IQELRDE QE>Q J>V KL ILKDBC
2B QORB

m3B@LKA ?B@>RPB QEB JLKQE QBOJ FP
PL PELOQ J>OHBQ MOF@B CIR@QR>QFI
KLQ >Q FPPRB FK > SBOV PELOQ TEFIB
2FIIP TFIl J>QROB >KA M>V QEBFO CRI|
C>@B S>IRB
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m4EFOA ,FNRFAFQV FP >IPL BKE>K@BA ?\
QEB PEBBO PFWBQE>ORBY J>OHBQ
FQPBIC PFWB @LJBP TFQE DOB>QBO Q
SLIRJB >KA EBK@B JLOB IFNRFAFQV

] .LQ >1>DOBB >?LRQ QEBOBBRVIORILINB
>0ORB CLO QEB RPB LCRB¥BaB>PROV .LQB
>P QEB @BEOIA BNRFS>IBREB IGQFPH COBB
FKPQORJBEEP FP ?B@>RPB %NRFQFBP QBKA QL
ILKBABOBFKSBPQJIBKQP JLOB FIMLOQ>KQIV
?B@>RPB #OBAFQ 3MOB>AP QL ?B AFP@RPPBA
I>QBO @E>MQBO >0B RPR>IIV CFDROBA FK > QF
QFIE>JB

"0-))/- 7.0 )>6-=-,<7)A )5)+ <=7,
, )6, 5A 6-1/0*7: 1;)4;7
5A ?7:31; 16 <0- +1<A)6, 01; 1; 16 <0- .1-4,
:1;--):4A <7 ?7:3)6, 0- :1;-; -):4A <7 01;

; 0- +)667< -@+-4 16 5A ?7:3 +)667<-@+-4 16
01;

=< A7=5)A *- <-58<-, <7 ))A
H ,7/:-)<<016/;)6, 0-;5)44 <016/; |

% 0)>- 4-):6-, <0)< 1< 5)<<-;; 67< ?0-<0-: 76-
,7-;5=40 7: 41<<4-

1. 764A 0- ,4t<; 01; 0-):< <7 0-)>-6




4:85%):/54 5 [4'4)2  4'229/9

">?VILKF>K4JRA

40>@Q>QB "BO>@ELQE
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<A723 B63 /<9 3@IA/®&

)Q FP FIMLOQ>KQ QLGREFQ VLR >OB DBQQFRBKEKQL
AB>IFKD TFQE > CFK>K@F>KARNSEBBO?B PLIB LC

VLRO @L TLOHBOP FC VLR @ELLPB QL TLOH LK bQEB
7E>Q FKPFDEQP AL VLR ABOFSB COLJ QEB Q>?IB ?BILT

&OLJ )KPFAB QEB "sRMBEFK -BKQ>! -LABIP FK QEB &FK>K@F>| 3BOSF@BP
YKARPQOV >KA JIMIF@>QFLKP CLO #LKPRJBOP 00>@QFQFLKBOP >KA 2E
3RP>K - /@EP .LSBJ?BO  )KFQF>QFSB LK &FK>K@F4EBB@ROFQV
IPMBK )KPQFQROBFKDQLK $HEPFKCL >PMBKFKPRFQRQB LO
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7F 32 <1=;3 (TA9A

2FPH FK QEBLOBQF@>| CFK>K@B FP ABCFKBA J>QEBJ>
>IIV >P QEB @E>K@B LO BUQBKQ QL TEF@E QEB >@QR:
AFCBO COLJ QEB OBNRFOBA LO BUMB@QBA OBQROK

b$FCBOC >IILTP CLO QEB >@QR>I LO bOB>IFWBAc OBQ
BFQEBO IBPP LO DOB>QBO QE>K QEB BUMB@QBA OBQR

&OLJ QEB FKSEPRIBOPMB@QFSB ?LKA OFPHP J>V ?B AF!
FKQL QEB CLIILTFKD NR>IFQ>QFSB @LJMLKBKQP

#<DH<7<GL )<FOEB OFPH QE>Q QEB PB@ROFQV @>KKLQ 7B .
SBOQBA QL @>PE >Q FQP OB>PLK>?IB FKQOFKPF@ LO bC>F
S>IRBc ARB MLPRB?/I>@H LC ?RVBOP

E 87<G BE 894H?G J&BEB MLPPF?FIFQV QE>Q > @LOMLO>Q
J>V FK QEB TLOPQ @>PB DL ?>RHGRBRPBRO @>PH KLQ
ELKLO FQP FKQBOBPQ >KA LQEBO OBI>QBA M>VJIBKQP QFJB
CRII

m )C QEB CFOJ FP FK SFLI>QFLK LC >KV LC
QEB QB@EKF@>| QBOJP b@LSBK>KQPC |
FQP IL>K >DOBBJBKQ bFKABKQROBc FQ
J>V >IPL ?B @LKPFABOBA FK bQB@EKF
@>1 ¢ ABC>RIQ BSBK FC FQ FP QFJBIV FK
J>HFKD >Il FQP M>VJBKQP

m .LQB QE>Q FKQBOBPQ JRPQ ?B M>FA
2BCLOB >KV AFSFABKA M>VJBKQP LK
MOBCBOOBA >KA @LJILK PQL@HP J>V
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?B J>AB

m )C > ?LOOLTFKD @LJIM>KV ABC;
FQP AB?Q FQ J>V QERP ?B@LJ
SBKQ TEF@E TLRIA IB>A QL ?>K
ORMQ@V

IA9?4G<BA>a QEB OFPH QE>Q QEBQEBRQROBPQ
M>VJIBKQFEI 7B BOLAEFBO QFRIBFKCI>QFLK>F B
OBAR@QFLK FK QEB MRO@E>PFKD MLTBO LC QE}

m .LQB QE>Q FK JLPQ @>PBP FK
M>VJIBKQP >OB CFUBA

m ->KV DLSBOKJBKQP PBIl FKCI>(
IFKHBA LO FKCI>QFLK FKABUB
QE>Q E>SB M>VLRQP IFKHBA Q
FKCI>QFLK O>QB 4EB 5KFQBA
40B>PROV PBE>RROV )KCI>QF

0OLQB@QBA 3B@RWFQFBP

IAGSEFG )4G8E O'E<68F<F>a QEB KBD>QESRELLK
J>OHEE>IRB LO MOF@BB QRFPHABSBIPCDBKBO>|

FKQBQBRQBP
m )KQBOBPQ O>QBP >KA MOF@B

FKSBOPBIV OBI>QBA )C O>QBP
@BQBOFP M>OF?RP ?LKA J>Ok

DL ALTK

m 4EFKH LC FQ QEFP T>V )C VLR

LTK > ?LKA >KA FKQBOBPQ 0>Q
DBKBO>| DL RM PFK@B QEB QF
@E>PB QEBK KBT ?LKAP TFII 2§

FPPRBA >Q EFDEBO O>QBP QE

2LKA !l BIPB BNR>I QE>Q TFII J
VLRO ?LKA OBI>QFSBIV IBPP >Q

LRIQP LK
B FKPLI
H

3 FKQBOBF

QBOBPQ

FLK

A ?LKAP
L QEB
BQ>QBP
| K

b >OB
DL RM
1BQ MOF@

>|OB>AV
BP FK

FJB LC MRC
B
>K VLRO
>HB
QO>@QFS
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>KA QERP FQP J>OHBQ S>IRB Tl

ALTK

m OLPPF?IV JLOB QE>K >KV LQEB
QEFP FP QFBA FKQL J>@OLB@
QLOP FK@IRAFKD &BABO>| 2BH
MLIF@FBP

)8<AISFG@8AG )4G8 JxPEB OFPH@HFRQBOBPQ M

JBKQP OB@BFSBA AROFKD QEB TRIEBOBRKISBPQ
>Q IBPP QE>RSEBLOFDBUNB@QBA QEBOB?V OB
QEB LSBO>II ELIAFKD MBOFLA OBQROK

m 7EBK QEB FKSBPQLO MRO@E>
?LKA P EB E>P PLJB BUMB@Q>
BFQEBO PMBKA QEB JLKBV LO
SBPQ QEB FKQBOBPQ M>VJBK(
>KQF@FM>QBA CRQROB 0>QB
DL ALTK QEB OBFKSBPQJBKQ (
2B IBPP QE>K BUMB@QBA LO I
T>P >Q QEB QFJB LC MRO@E>F
FKSBP@LP®>SFKDP >Q QBB ?LKA
J>QROFQV FB QHBIRCRAGROB
S>IRBc TFIl E>SB >@@RJRI>QB
IBPP QE>K QE>Q TEF@E T>P LQ
>KQF@FM>QBA

m .LQB QE>Q FKQBOBPQ O>QB >K
JBKQ OFPHP >0B FKSBOPBIV O
FB QEBLMMLPFQB LC LKB >K

BHAGERE*BISES<:A)<F>a CLO BU>JMIB ®B>KDBP F
>AJFKFPQO>QFLK BQ@

m 7EBK QEBOB FPMBIMIB KBO
SLRPIV PBIl PQL@H >P L@@RG

FIl DL

D OFPH
| KLIF@ C>
PBOSB

Vv
BA
AR@FKD

PBP >
QFLK QL
DL OBFK
DP >Q PLJB
3ELRIA O>
D>QB TFII
BPP QE>K |
B >KA QEE
e

A QL
FDFK>IIV

A OBFKSB
BI>QBA QL
LQEBO

K

OBA FK
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$B@BJ?BO TEBK QEB'RIST
20LHB LRQ 7EBK $LKSIRIM

T>P BIB@QBA 53 00BPRABKQ
LSBJ?BO  QEB PQL@H J>OHi
OLPBE>OMIV

BES<:A HEBAGL )<Fa MLPPF?IB KBD>QBSB®BIC OB
QOF>QFLK LC CRKAP

m )K DBKBO>| JLP®) ®LIM>KFBP
E>SB PR?PQ>KQF>| >PPBQP AL
OBSBKRBP DBKBO>QBAARHREP
CRKAP J>V ?B OBM>QOF>QBA L
ELJB >Q >K RKC>SLO>?IB BU@F
O>QEERP BSBK IJBOF@>K @LJ
KFBP ?B>0 PLJB CLOBFDK @R(
OFPHP BSBK QELRDE QEBFO P
ALII>@BKLIFK>QBA

M >

JF@FIBA L
B>P

O ?0LRDE
t>KDB

V>
OBK@V
DL@HP >0

]

b2B>Ic JB>KP b@LOOB@QBAc CLO FKCI>
>AGRPQBA 4EB OB>| O>QB TFIl ?B ILTBO
KLIFK>I O>QB DFSBK PLJB FKCI>QFLK

]

] 4EB CLILTFKD MEO>PBP >Il RPR&¥-#>K

b.LIFK>Ic O>QBP LO MOF@BP >OB KLQ >
ILTBO CLO FKCI>QFLK

AGRPQBA

DFLK FB
QE>K QEB
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OBQROK O>QB VEBIA 200@HBQ
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<B3@3AB (/B3 /<2 (37<BAB:3<B
(/B3 (7A9A

IK >AAFQFLK>l @I>OFCVFKD TLOA >?LRQ FKQBOBPQ O>
SBPQJBKQ 0>QB OFPHP FP T>00>KQBA >Q QEFP QFJB

)C FK DBKBO>I FKQBOBPQ O>QBP DL RM J>OHBQ MOF@!
bLIABOC ?LKAP TFII DL ALTK a >KA SF@B SBOP> 'BKBO>I F
BPQ O>QBP >KA ?LKA MOF@BP >OB FKSBOPBIV OBI>QB.
OLKJBKQ TEBOB J>OHBQ O>QBP E>SB DLKB RM ?LKA Fi
ELIAFKD bLIAc ?LKAP TFIl OB@BFSB IBPP FKQBOBPQ FK(
FC QEBV E>A MRO@E>PBA bKBTc ?LKAP QE>Q TBOB FPI
OB@BKQIV a >Q EFDEBO @LRMLK O>QBP 4EFP TFIl @>
S>IRBP CLO BUFPQFKD ?LKAP QL DL ALTK QEBV >OB
TLOQE IBPP @LJMBQERFFSENO>QBP >OB b?>Ac KBTP CL
BUFPQFKD ?LKAELIABOP FK QBOJP LC FKQBOBPQ O>QF

(LTBSBO?LKAELIABOP TFII ?B >?IB QL OBFKSBPQ QEBFO F
MOL@BBAP >Q EFDEBO O>QBP QE>K ?BCLOB FC O>QBF
OB@BFSB OBBRDRLAF@ FKQBOBPQ M>VJIBKQP LSBO QE
QEB ?LKA TEF@E RMLK OB@BFMQ FP >PPRJBA QL ?B C
FKQL LQEBO >IQBOK>QFSBP QE>Q M>V EFDEBO O>QB
4ERP OFPFKD O>QBP >OB bDLLAc KBTP CLO ?LKAELIA
QBOJP LC OBFKSBPQJBKQ OFPH

)K PELOQ FKQBOBPQ 0>QB >KA OBFKSBPQJBKQ OFPHF
OBI>QBA QL LKB >KIEFEBS?IB ?BILT PRJJ>OFWBP QEB
OBI>QFLKPEFMP SFP [ SFP QEB ?LKA FKSBPQLO
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@327B (/B7<5A

#LOMLO>QFLKP >0B O>QBA ?V @OBAFQ O>QFKD >DBK@
> @LOMLOFQFIKEQV QL PBOSF@B FQP AB?Q FB QL M
BPQ >KA MOFK@FM>| FK CRII >KA LK QFJB >KA QERP C(
ABC>RIQ >KA QL RIQFJ>QBIV HBBM ?>KHERFIGRY >Q 2>
OFPH TEF@E J>V >IPL ?B OBCBOOBA QL >P bABC>RIQ OF

7 B E>SB >IOB>AV BU>JFKBA QEOBB PLISBK@V O>QFL
>QQBJIMQ QL MOLSFAB PLJB FKPFDEQ FKQIQEBEBOFPH
>0B J>KV JLOB QLLIP >KA @LKPFABO>QFLKP QE>Q BKQ
MOL@BPP LC @OBAFQ >K>IVPFP >KA O>QFKD #LJM>KFI
CLO QEFP PBOSF@B ?RQ KLQ >Il AL PL >P PLJB ?LKA FI
QLL PJ>Il QL GRPQFCV QEB BUMBKPB TEFIB LQEBOP J>
AFOB@QIV QL FKPQFQRQFLK>I FKSBPQLOP >KA QERP A
O>QFKD

ALA>VQEBOB >OB QTL J>GLO O>QFKD >DBK@FBP 3Q>
OLL@ 30 >KA -LLAVeP &FQ@E FP PQFIl > QEFOA >DBK
?RQ FQ ALBP KLQ BKGLV QEB J>OHBQ MOBPBK@B LC Q
>AAFQFLK QEBOB >0B KRJBOLRP K>QFLK>IIV OB@LDKF
@>1 O>QFREKFW>QFLKP LO bR8ZE>Q MBOCLOJ PFJFI>0O
CRK@QFLKP  PBBQMP TPB@ DLS L@@R@OBKQ
KOPOLP EQIEB >DBK@FBP O>QB ?LKAP LK QEB P@>IB
QO>QBA ?BRVLR TFIl KLQB QEBOB >OBGCROBHEBGP

FK QEB O>QFKD P@>IBP >KA >IQELRDE KLQ SFPF?IB FK
QEBJPBISBP QEB J>KKBOP FK TEF@E QEB >DBK@FBF
QEBFO OBPMB@QFSB >K>IVPBP >KA TE>Q QEBV @LKPF.
>IPL AEBO COLJ LKB >DBK@V QL (FEB QBER® QEB
>DBK@FBP J>V KLQ 0>QB QEB P>JB ?LKA FPPRBO QEB P
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7 FQEFK B>@E O>QFKIE&BOBBK@FBP J>V >MMBKA >AAF
QFLK>| KLQ>QFLK PR@E >P b! ¢ FK QEB4BSPBIOT 3 0
SFABP PLJB CROQEBO OBCFKBJBKQ QL QEB O>QFKDP

4EBb30 cFP >PQL@H FKABU >KA ALBP KLQ >MMIV QL
2LKAP

2>QFKDP TFIl @IBER@OCQEBPNMMAIA a FK
FKSBOPB OBI>QFLK QL QEB O>QFKD TFQE ILTI
DBKBO>IIV ?OFKDFKD EFDEBO VFBIAP 4E>Q F
QE>@®8 ?BJSE G;8®HKG E4G<A: G;8 ;<:;8E G;8
7894H?G E<F> 8468E 7894H?G E<F> @84AF 4
?BJSBE 7B??4E CE<68 J;<6; <A GHEA @B84AF ¢
'<::8E L<8?7

4EB ?BQQBO QEB AK&EGF>l O>QFKD QEB ILTBO
?LKAR @LRMLK O>QB LC FKQBOBPQ >KA LC @L
ILTBO QEB FRPRR®Q LC AB?Q @>MFQ>I QEFP |
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QORB CLO QEP RRIRBNRBKQ PB@LKA>0V J>O
VFBIA >H> VFBIA QL J>QROFQV 94- $LKLQ @L
CRPB @LRMLK >KA J>OHBQ VFBIAP QEBV >OB F
4EB @LRMLK ABQBOJFKBP ELT JR@E QEB FK
?LKA M>VP TEBOB>P QEB 94- FP QESBSBKD
J>OHBQ AFP@LRKQ O>QB TEF@E FP RPBA QL
2LKA

4EB O>QFKD >DBK@FBP AL KLQ @LIIRAB LO KB
>DOBB TFQE LKB >KLQEBO FK PLJB @>PBP QE
@FBP J>V O>QB QEB P>JB @LIM>KV RIBBTE>Q /
BKQIYKQBOBPQEMIE?LKA J>OHBQ FQPBIC PBBJP
RKABOPQ>KA TE>Q QEB QORB VFBIA CLO > ?LK
?B FKABBA VFBIAP LCOBK >AGRPQ ILKD ?BCLOE
@E>KDB FB BFQEBO >K RMDO>AB LO > ALTk
>KKLRK@BJBKQ &ROTMEEBO>QFKD FP KLQ KB@
BPP>OFIV b@LOOB@Q ¢

)JK QEB @>PB LC JRKF@FM>I ?LKAP QEB >DBK@
AR@Q PFJFI>0 >K>IVPBP >KA MOLSFAB PFJFI>C
4EB FKQBOMOBQ>QFLK LC JRKF@FM>| O>QFKD
FP PLIBTE>QCARIBKQ FK MO>@QF@B TFQE JRF
?LKAP IBPP IFHBIV QL ABC>RIQ QE>K QEBFO O>Q
FIMIV)K PLIB FKPQ>K@BP JRKF@FM>| ?LKAP J>
FKPROBA ?V MOFS>QB FKPRO>K@B @LJM>KFB
LC TEF@QE @>PBP QEB ?LKAP TFIl QEBOBCLOL
b!llc O>QFKD OBD>OAIBPP LC FQP FKQOFKPF@ ¢
FOW.PQ FKPROBOP >0OB @LKPFABOBA QL ?B FK
CFK>K@F>I EB>IQE

5KFQBA 3Q>QER>PROV >KA IDBK@V ?LKAP >C
EFDEIV O>QBA ?RQ >OB KL ILKDBO MBO@BFSB!
@LJIMIBQBIV OFPH COBE3QiKA>OA OL4O
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ILTBOBA FQP O>QFKIBXRKRDY¥ 3B@ROFQFBP Ci
mQL" 4eEB >DBK@V CBIQ QE>Q QEB @LKDOB
PFLK>I AB>AIL@H FK >O0OFSFKD >Q > ?RADBQ >
T>00>KQBA QEB ALTKDO>AB 3FK@B QEBK QE
E>P KLQ RMDO>ABA QEB O>QFKD ?>@H QL !!!
LQEBO O>QFKD >DBK@FBP EXHB>ABRIQ=QEB 4
FKD >Q !l

bIDBK@FBPc >OB @LKPFABOBA PIFDEQIV ILTBO FK NR:
b40B>PROFBPc >KA TFIl QEBOBCLOB QO>AB >Q SBOV PIF
VFBIAP 4EB J>OHBQP bHKLTc ELT QL MOF@B QEBFO P
?>PBA LK 94- >KA FQP >PPL@F>QBA ABC>RIQ OFPH

7EFIB QEB O>QFKD >DBK@FBP AL KLQ MOLSFAB QEB AR
J>KKBO FK TEF@E QEBV @LKAR@Q QEBFO O>QFKDP F
QE>Q QEBFO CLOJRI>B @LKPFPQ LC > @LJ?FK>QFLK LC
K>QFLK LC QEBFRIFRBR@F>| EB>IQE ?>PBA LK FQP CFK:
PQ>QBJBKQP FQP B@LKLIJF@ BKSFOLKJIBKQ >KA >K BU
LC QEB ?LR@LSBK>KQP

BISA4AGF >OB >DOBBA RMLK QB(
TEF@E QEB FPPRBO >PPROBP FQ
> T>V FQ FP > OBPQOF@QFLK FJ
IBKABO FK LOABO QL®BQBBRDQEBKIEH
MLPFQFLK &LO FKPQ>K@B QEB
>PPROB QEB FKSBPQLOP QE>Q [FQP CFK>K@F>I
O>QFLP TFIl OBJ>FK TFQEFK @BOQ>FK M>0>JB
QBOP LO QE>Q FQ TFIl KLQ FPPRB #kSBERSWEBO
AB?Q TEF@E PE>Il ?B PBKFLO QL QEBKABRRBOR)
E>KA )K DBKBO> PR@B<1>-
+7>-6)6<TFIl >IPL MOLEF?FQ QEB CFOJ COLJ
M>VFKD QLL JR@E FK AFSFABKAP PBIIFKD LO
MIBADFKD >PPBQP QL LQEBO IBKABOP J>FKQ>FKFKD ¢
DLLA @LKAFQFLK LO >AAFKD LK JEOBMEBRQBDBPQ
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>KA MOFK@FM>1 M>VIBK@BNQ>FKIV 7B FK@IRABA FK G
@>QBDI4EBPB >PPRO>K@BP >OB PMBIIBA LRQ FK QE
A78AGIBE> IBD>l AL@RJIBKQ FK TEF@E >Il QEB QBOJP L(
?LKA FPPRB >OB PMBIIBA LRQ FK@IRRFKIDREBKAe

>KA @LRMLK FKQBOBPQ O>QB

IIQELRDE > ?LKA FPPEBOOOLTBY

M>V FQP ?LKA FKQBOBPQ FK CRII >KA LK
TEF@E FP QL P>V FQ/ABOKHTBKY
SFLI>QFLK LC >KV LC QEB ?LKAFFKABKQR
@LSBK>KQP J>V 7B FKQBOMMBBABA >P >
647 7894HIGA OBPRIQ FK > ALTKDO>AFKD
LC QEB ?LRA@OBAFQ O>QFKD 4EB ?LKi
4B@EKF@PI @ SBK>KQP >OB >FJBA >Q MOLSFAI
$BC>RIQ | FKSBPQLOP TFQE OB>PLK>?IB >PPRO>K(
QEB FPRRBB>IQV QL FQP L?IFD>QFLKP RK
QEB ?LKA ?RQ KLQ PL JR@E >P QL AFPBK>
FQ COLJ ORKKFKD FQP TRRFRBBBEEOB QL >?FAB 2V
QEB @LSBK>KQP FP QERP > KBD>QFSB @FO@RJIPQ>K

)K $BC>RIQ

4EB OBPQOF@QFSBEBPPLIBELSBK>KQP TFIl S>0V
3B@ROBA LO >PPBQPB@RBEQFBP TFIl E>SB IBPP OBP(
QFSB @LSBK>KQP QE>K RKPB@ROBEFFRRIEP ILTBO
O>QBA KLK FKSBAUDEBA®) KAP >OB IFHBIV QL ?B JLOB
OBPQOF@QFSB >KA JLOB @LIMIBU >KA EBK@B TFII
JLOB@>OBCRI OB>AFKD MOFLO QL MRO@E>PB >KA F
%S>IR>QFLK LC QEBBBPE®ROFQFBPe @LSBK>KQP FP
QFSBIV JLOB FIMLOQ>KQ QE>K FK QEB @>PB LC FKSBP!
?2LKAP -LLA\RMI>@BP PLJB BIMESHEEPABQBOJFK>QFLK
LC FQP O>QFKDP CLO EFDE VFBIA ?LKA@® LRE}SEKEPPRBe
(FDE VFBIA ?LKAP QBKA QL >QQO0>@Q JLOB PLMEF
FKSBPQLOPSTIR. @>M>?IB LC PQFEZS/EB@EKF@>1 QBOJP
LC QEB @LSBK>KQP JLBBMSBR@E FPPRBP >OB MI>@B
MOFS>QBIV >JLKD FKPQFQRQFLK>| FKSBPQLOP
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)KSBPQJBKQ DO>AB ?LKAP TFIl QVMF@>
QEOBB PQ>KA>0A @LSBK>KQP &FOPQ
@LSBK>KQ OBD>IRREDTEF@E >PPROB
FKSBPQLO QE>Q KL LQEBO M>0QV

MBOPPKEOLMBOQV CLO MROMLPBP LC PB@ROFKD M>V
JBKQ LC > AB?Q LO QEB CRICKIUIBKQ>QFLK )C QEBOB FP
> MOFLO |EEK> MOLMBRQVQEBO MBOPL*@>K

9=-6<4%HB > @I>FJ LK QEB P>JB MOUNBRKBO LC

>KLQEBO BU>JMIB TEBK VLR ?RV > ELRPB VLRO >QQLOk
@LKAR@Q > bIFBK PB>0O@E ¢ QL ?B PROB QE>Q KL LKB
QEB ELRPB BU@BMQ QEB PBIIBO TFQE TELJ VLR >OB AB:

BUQ > @LSBK>KQ TFIl MOLQB@Q >D>FKPQ >KV OBA
PBKFLOFQV LC QEB ?LKA FK @S L >QHEBOFPPRBO
TFQE >KLQEBO @LOMLO>QFLK 4EFP @LSBK>KQ TFIl B
QEB ?LKA FP MEFBA@PQ FK >KV @>PB

&FK>II¥KLQEBO @LSBK>KQ J>V >AAOBPP QEB P>IB LC >k
IVFKD >PPBQ a FK QEB @>PB LC > PB@ROBA ?LKA /?
PELRIA >K >PPBQ RKABOIVFKD > @LII>QBO>IFWBA ?LK/
QEB ?LKAEFK>K@F>I PQ>QRP TFIl @E>KBBR@EOHBAIV
>PPBQP LRDEQ KLQ QL ?B PLIA RKIBPP QEB ?LKA |
OBABBJBA

4EBOB FP KL ALR?Q QE>Q @OBAFQ O>QFKDP >0B @OF
MOFJ>OV >KA PB@LKA>OV J>OHBQ FPPRBP 2>QFKDP
?LQE QEB @LRMLK O>QBP LC FKQBOBPQ FK QEB MOFJ>(
J>OHBQ VFBIAP LO VFBIAP QL J>QROFQV FK QEB PB@L
HBQP
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*63.73:2 C@D 3

9FBIA
#ROSB

9FBIA QL
->QROFQV

4BOJ QL
->QROFQV

4EB0<8?7 HEIBABMF@QP QEB OBI>QFLKPE
?BQTBBB<8?7 GB $4GHESGL >KA

+8E@ LO #JB GB $4GHE<@4- CLO

> DFSBK @I>PP LC ?LKA PRBHPRPW
.LQBP >KA "LKAP -RKF@FM>| "LKAP LO
#LOMLO>QB "LKABK LKB PMB>HP LC QEB
9FBIA #ROBBQELRQ PMB@FCVFKD QE
FKPQORJBKQ FQ FP >PPRJBA QL OBCBO
J>0OHBQ COBAPROV PB@ROFQFBP 4EB VF
RPR>IIVIFO>QBA FK KLIFK> QBOJP FB KL
FK OB>l QBOJP TEF@E TLRIA >AGRPQ
FKCI>QFLK 4EB ELOFWLKQ>| >UFP FP QEE
LO+<@&B $4GHE<®&4- >KA QEB
SBOQF@6k8P7 GB4AGHE<®Y- LO
J>0OHBQ VFBEB PILMB LC QEB VFBIA @ROSI
@>K ?B CI>Q MLPFQFSB RMT>O0A PILMFK

KBD>QFSB )Q 3@VQFJBP ?B HFKHBA !P TFIl ?B PELTK
I>QBO4- TFIl ABQBOJFKB QEB>MOF@BO > DFSBK
?LKA

5KABO bKLOJ>Ic @FO@RIPQ>K@BP QEB \
@ROSB TFIl OBCIB@Q >K RMT>0A ?RQ KL
BPP>OFIV IFREMB QE>Q FP >P J>QROFQF
DBQ ILKDBEBIAP TFIl >IPL OFPB 4EB QEB
LOV LE<DH<7<GL83BEA68>QQBIMQP QL
BUMI>FK QEESBPQLOP MOBCBO ?BFKD IFNI
O>QEBO QE>K FIIFNRFA 7EBK IFNRF
FKSBPQESEB QEB BKQFOB O>KDB LC LMQF
>S>FI>?IB QL QEBJ QEMBFQEBBKA



4:85%):/54 5 [4'4)2  4'229/9

LO FKSBPQ QEBFO JERRVFIIFNRFA
@ELF@BP >KA >IQBOK>QFSBP >0B OBAR@BA
BIFJFK>QBA 4EB ILKDBO LKB QFBP RNLERR
JLKBVQEB DOB>QBO EFP FIFANEEAFQYOBCROBK@B
FIIFNRFAFQV FK @EBFFBP@ @LOAFKDIV

ABJ>KA JLOB >KA JLOB OBRR®K
MBKP>QFLK CLO QEB FHBK@BAFQN.PF
QFSBIV PILMBA VFBIA @ROSB

LO

4EB FBIA ROSB KBBA KLQ >PB>MPP
FQFSBILMBALTBSBALO FKPQ>K@
QFJBP LC QFDEQ &BABO=
>@QFSFQFBP PELOQ QBOJ O>QBH

VFBIA @ROSB QBKBRIFKB IB>AFKD QL >
KBD>QFSBIMMBA LMX<AISBEG87 P L<877
6HEI8!P &BA QFDEQBKFKD RPR>IIV ALBP KLQ

I>PQ ILKD QEB MBOFLA ?BFKD >K L?SFLRP BU@BMCQ
QL QEFP FKSBOPFLKP >0OB PFJFI>0IV PELOQ IFSBA

4EB FBIA #RO6B5)44A4P MLPFQFSBIV RRBIBA9

=1,1<A --: -6+ a >IQELRDE FEBP ALQ E>SB QL ?B >
PQO>FDEQ IFKB

"BILT TB L?PBOSB >SBO>DB VFBIAP CLO QEOBB JLKQE"
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VB>0O DLSBOKJBBBR>BROV ?LKAP CLO QEB AB@>ABP Kl
9FBIAP >0B CFOPQ PQ>QBA FK KLJFK>I RK>AGRPQBA
ILTBA ?V OB>l >AGRPQBA CLO FKCI>QFLK QBOJP )K DB}
VFBIA @ROSBEBAPFK KLIJFK> QBOJP ?B@PEPB QE>Q F
?LKAVFBIAP >OB NRLQBA FK QEB J>OHBQ

LOQB
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4EB VFBIA @ROSB Q\RRADBRBKQBA FK KLIFK>I QBOJP

4EB CLIILTFKD IFKH MOLSFABP PLJB FKPFDEQ FKQL QEE

F@>I VFBIA @ROSB ¢ TEF@QEIFPQ@HBP#WBIA @ROSB E>P
@E>KDBA LSBO QEB I>PQ CBT AB@>ABP

EQQM CFUBAFK@L.JFTEATRNYPQLCOFERI9
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*63* 3@;)B@CIBC@3 =4 <B3@3AB
(/B3A =C@ .73:2 C@P63=@73A

(BOB TB PE>Il MOBPBKQ CLRO QEBLOFBP QE>Q >QQBJM
TEV QEBFBIA #ROSB J>V Q>HB LK LKB LO >KLQEBO PIL\
RMT>0A MLPFQFSB CI>Q LO ALTKT>OA BK@DXQFSB 7
KLQ P>V QE>Q >KV LKB QEBLOV FP JLOB @LOOB@Q QE
KLO @>K TB KB@BPP>OFIV OB@LK@FIB LKB QEBLOV |
>KLQEBQFII QEB CLIILTFKD QEBLOFBP >OB BJFKBKQIV
J>QFSB

'HE 8 KC86G4G<BAIEB ->OHB@BIA OBCIB@QP QEB >SBC
>DB LC CRQROB PELOQ QBOJ O>QBP

&FOPQ TB >PPRJB QE>Q FKSBPQLOP QEFKH >?LRQ QEF
PMB@FCF@>IIV >?LRQ QEB CRQROB AFOB@QFLK LC PE!
O>QBP )K QEFP KLQFLK TB P>V QE>QREES #RPBBSBA 9
FP FK > PBKPB PB@LKA>OV QL TE>Q J>OHBQ MI>VBOP ?
QEBFO JFKAP a CRQROB PELOQ QBOJ VFBIAP TFII ?B )C
J>QEBJ>QF@>| BU>IMIB 2BDHBQ M>OQF@FM>KQP ?BIF
QE>Q CRQROB PELOQ QBOJ VFBIAP TFIl DL EFDEBO >
QEBK QEB L?PBOSBA VFBIA @ROSB TFIl OBCIB@Q QEF
?BIFBC >KA ?B MLPFQFSB FK PILMB a >KA SF@B SBOP>
TLOAP QEBRA #ROSB OBCIB@QP J>OHBQ)M&:DQF@FM>
7:1?BIFBCP

7E>Q J>HBP QEFP FKQBOBPQFKD FP QE>Q TEFIB TB @
L?PBOSB QEBIA #ROSB a >CQBO >l FQ FP NRLQBA F
JBAF> >KA ?V QO>ABOP >KA ?0LHBOP a FQ FP CFOPQC
MOBPPBA QELRDEQP >KA ?BIFBCP >?LRQ QEB AFOB@C
PELOQ QBOJ O>QBP QE>Q ABGBRIERBDEHEREKIV
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BUMOBPPBA PIIBMBKET TE>Q FP FK QEBPMRKE®@e
OBD>0AFKD QEB CRQROB ?V L?EB@SFKD QEEBCALIIB@
QFSB QELRDEQ LK QEB PILMB >KA PEBVBHRDGBR b9
4EB FBIA #ROSB BUMOBPPBP TE>Q MBLMIB QEFKH >?
CRQROB

3FJFI>OIQEB L?PBOSBBIA #ROSB a J>QEBJ>QF@>IIV a
TFIl BUMOBPP QEB >SBO>DB LC J>OHBQ M>OQF@FM>k
QFLKP >?LRQ QEB @LROPB LC CRQROB PELOQ QBOJ O>
MIB PQ>KAFKD EBOBKQREB\EBOB >KAKAFPPRIFKD
CFOPQ QE>Q QEEPAKISERELK FP QTL VB>OP QEB FKSB
FP C>@BA TFQE QTL @ELF@BP "RV > QTL VB>O ?LKA
"RV > LKB VB>0O ?LKA >KA bOLIl FQ LSBOc CLO >KLQEB:!
TEBK FQ @LJBP ARB >Q QEB BKA LC QEB CFOPQ VB>0

'FSBK QEFP IFKB LC QEFKHFKD FC EFP ELOFWLK FP QE(
FKSBPQLO @>K ?RV > QEOBB VB>0 ?LKA LO @ELLPB QI
QFSBIV OLIl FQ LSBO QTF@B )C TB >PPRJB FKFQF>IIV QI
@ELF@BP FK B>@E @>PB PELRIA ?B >KA >OB BNRFS>IE
-@<:)874)<QEB FKSBPCBIFBCP >?LRQ QEB b3MLQ #ROSE
FB QEB J>CHBQ4IB@QFSB ?BIFBC >?LRQ CRQROB PEL
O>QBP COLJEHRB §ROSB TLOHFKD ?>@HTP@APOBQe
FCV ?V J>QEBJ>QF@>I FIRPQO>QFLK

(BOB FP >K BU>JMIB LC ELT TB J>V @>I@RI>QB b3MLQ 2>
LO QEB b3MLQ #ROSBc DFEBIA@RBSB b->OHBQ 9
-C
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1RBPQFLK

bUc >KA bVc OBMOBPBKQ QEB CRQROB PELOQ QBOJ O5QBP QE>Q .
BOP >KQF @BMB@B-CF@0BMOBPBKQP QEB 0>QB CLO QEB PB@L
MBOFLA ,FHBTFPB bVc OBMOBPBKQP QEB 0>QB CLO QEB QEFOA N
7 LOHFKD ?>@HT>0AP COLJ QEBRBIRBBRSISBITE>Q >OB|QEB

S>IRBP CLO QEB QTL RKHKLTKP ID>FK TB JRPQ >PPRJB QE>Q QEB
>IQBOK>QFSBP >0B BNRFS>IBKQ 4EFP J>QEBJ>QF@>| MOL@BPP
FP OBCBOOBA QL >P b"LLQ 3QO>MMFKD ¢

3LIRQFLK

U

K TEBOB U E FB QEB LKB VB>0 0>QB FK QEB
PB@LKA VB>0

4EB QTL >IQBOK>QFSBP a QE>Q LC ?RVFKD LO IBKAFK
VB>0 FKPQORJBKQ LO ?RVFKD LO IBKAFKD > LKB VB>
JBKQ >KA OLIIFKD FQ LSBO >Q QEB BKA LC QEB CFO
JRPQ ?B SFBTBA >P BNRFS>IBKQ >IQBOK>QFSBP FC QEF
QL TLOH !KA FQ ALBP ?B@>RPB PELRIA LKB >IQBOK>(
PRMBORLEDFLK>l PJ>0Q J>OHBQ MI>VBOP TLRIA DL CL
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LKB >KA QEB J>GHEIB@FBKQ PBIC @LOOB@QFKD JB@!
TLRIA AOFSB QEB >IQBOK>QFSBP QLDBQEBO

AEFP FP HKLTK >PHIEED &A8 'E<684EFP bI>Tc P>VP
QE>Q FC QTL BNR>| >IQBOK>QFSBP >0BAMIBBBKQ QE|
QEB P>JB MOF@BQEFP @>PB VFBIA )C LKB LC QEB @E
TBOB JLOB >QQO>@QFSB FKSBPQLOP TLRIA @ELLPB Q!
SFKD RM QEB MOF@B >KA ILTBOFKD QEB VFBIA 4EBV T
QEB LQHBEB@E TLRIA E>SB FK QEB BKA >K BNR>| >KA LM
PFQBECB@Q 7EFIB TB E>SB RPBA EBOB QEB QBOJ bFKSE
QEFFDFOBKQ OBCBOP QL QEB >@QFSFQFBP LC ?LQE ?L(
IBKABOP FK C>@Q

9LR PELRIA ?B >?IB QL AO>T QEBPB QTL @ROSBP FB ?
94- 9 FBIA #ROSB >KA 3MLQ #ROSB DFSBK QEB @>1@
S>IRBP LC bUc >KA bVc LK > @E>0Q TFQE QEB VFBIA
SBOQF@>| >KA QEB VB>OP QL J>QROFQV LK QEB ELOF
QE>Q >CQBO QEB GFEPQMBE&ROSBPRARSRE QEB
3MLQ #ROSB FK QEFP BU>JMIB OFPFIB##SB8SHEB 9
MRIIFKD FQ RMT>0A )KSBPQLOP BUMB@Q CRQROB PEI
QL FK@OB>PB /C @LROMBIAGIREBHFP FKSBOQBA KBD
>QFSBIV PILMBA QEB PMLQ @ROSB TLRIA ?B ILTBO QE
TB TLRIA @LK@IRAB QE>Q CRQROB PELOQ QBOJ O>QBE
>OB AB@OB>PFKD

IP CLO QEB KLIBK@I>QROB KLQBA >?LSB >KA JLOB CL
PMB>HFKDdIB>KP QEB bPMLQ 0>QBc PQ>0QFKD >Q QE
KFKD LC QEB PB@LKA MBOFLA CLO QEB IBKDQE LC L
TEFIB IDbPQ>0QP >Q QEB ?BDFKKFKD LC QEB QEFOA MB
MBOFPABKDQE

ID>FK >KA FK PRJJSTEN ALBP QEFP J>QE TLOH 4EFP FP
?2>PBA LK QTL KLQFLKP CFOPQ QE>Q J>OHBQ MI>VBOP
K>l ¢ >KA J>HB LMQFJ>l AB@FPFLKP QE>Q J>UFJFWB
TB>IQE PB@LKA QE>Q J>OHBQF@BS@M\VeBCL > MBO
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@BFSBA JFPMOF@FKD PELRIA QEB QTL LMMLOQRKF(
BNRFS>IBKKDBRERIEBPB QTL @LK@BMQP FB 2>QFL
%UMB@Q>QFLKPCFIGIFBKD ->OHBQP >@Q FK RKFPLK
@>RPB QEB >IQBOK>QFSBP QL ?B BNRFS>IBKQ >Q MOBP
>@QR>IIV E>MMBK QLJLOOLT FP >KLQEBO PQLOV

5KABO QEFP OROB %UMB@Q>JBLRKA/AEBEQ\BER\9
#ROSB E>P)K3:17:IRMT>0A MLPFQFSB LO ALTKT>OA KBC
>QFSB FKSBOQBA ?F>P 4EB PIBBB\RQEB @FIMIV
OBCIB@QP TEBQEBO MBLMIB QEFKH O>QBP TFIl ?B D
ALTK >KA TFIl >@NRFOB FQP PILMB #ERAPOBECEBA
9FBIA #ROBBMLMB QERP FP > @LKPBNRBK@B LC OROB !
Q>QFLKP

#<DH<7<GL 8E88A68a )KSBPQLOP MOBCBO ,FNRFAFQ\
FIIFNRFAFQV

)KSBPQLOP MOBCBO QL ?B IFNRFA >Q >Il QFJBP FK LOAB
COBBALJ QL @ELLPB TEBQEBO QL PMBKA LO FKSBPQ Q
$LKeQ TB >Il T>KQ QL ?B COBB 3ELRIA FKSBPQLOP @ELLF
RM QEBFO JLKBV FK >K FKSBPQJBKQ QEBV TLRIA ABJ>K
@LIMBKP>QBA CLO QEB FIIFNRFAFQV QE>Q @LJBP TFQE
3ELRIA QEBV QFB RM QEBFO JLKBV ILKDBQESKA ILKDE
TLRIA ABJ>KA QE>Q QEBV ?B FK@OB>PFKDIV @LJMBKF
QBOJP LC EFDEBO VFBIA CLO QEBFO FK@8X@HKD FIIF]
QEFP QEBDEBOBCLOB TB @LK@IRABFBE>GROSE 9
TLRIA E>SB > KLQ>?IB RMT>0A ?F>P

4EB QEBLOFBP LC OROB %UMB@Q>QFLKP >KA ,FNRFAFQ
>OB P>FA QL TLOH E>KA FK E>KA 7EBK TB DBQ ?LQE QE
TLOHFKD FK QEB P>JB AFOB@QFLK QE>Q FP TEBK QEB
FP MLPFQFSB TB DBQ > MLPFQRSRI/#ROSBA(RT

BSBEC OROB %UMB@Q>QFLKP >0B PR@E QE>Q J>OHBC
?BIFBSB QE>Q CRQROB PELOQ QBOJ O>QBP TFIl AB@IF
TFIl 2B ABQBOJFKBA ?V TEF@E CLO@B FP DOB>QBO QE:
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a TEBQEBO OROB %UMB@Q>QFLK LRQTBFDEP ,FNRFA!
BK@B LO KLQ 4EB CLIILTFKD CLOJRI> BUMOBPPBP QEFF
@> KLQFLK

U,

7EFIBTB @>K JB>PROBbU cF B QEBPMLQ O>QBP >KAE
ALKB PL QEB ,FNRFAFQV 00OBCBOBK@BP , LC QEB J>OH
JB>PRO>7?IB

4EBOB >0OB QTL JLOB QEBLOFBP QL DL

$4E>8G *8:@8AGAG<BARCBOBKQ PBDJBKQP LC QEB VFE
@ROSB >QQUBOBKAFEPPRBOP >KA FKSBPQLOP >KA >
PR?GB@Q QL S>0OVFKD PRMMIV ABJ>KA @LKAFQFLKP O
4EBPB @LKAFQFLKP TFIl ABQBOJFKB QEB FKABMBKABK
B>@E PBDJBKQ

)K ->OHBQ 3BDJBKQ>QFLK FBEROY QE>Q M>0QF@FM>K
DBKBO>IIV FKSBPQ LO ?LOOLT FK IFJFQBA MLOQFLKP
JBKQPc LC QEB J>OHBQ #LJIBO@F>| ">KHP FKSBPQ SBC
FK QEB ILKD QBOJ TEBOB>P OBKPFLK &RKAP >OB E
FKSBPQBA QERIEDBRQ MI>VBOP QBKA QL bOBBFABC FK
BKQ bPBDJBKQP ¢

'FSBK QEFP PBDJBKQ>QFLK O>QBP TFQEFK FQ TLRIA ?
QFLK LC QEB PRMMIV >KA ABJ>KA @E>0>@QBOFPQF@F
SFAR>| PBDJBKQ PBM>0>QBIV >KA >ILKB 'KV @E>KDB
M>OQF@RI>0 JPQEBHQVERIA KICBED >KV LQEBO PBD
JBKQ LO O>QB CLO >KV LQEBCEBSERURIN QERP

2B KL BU >KQB ?F>P TE>QPLBSBO CLO QEEFBIEMB LC G
#ROSB )K C>@Q FBEB#ROSB @LRIA @LK@BFS>?IV E>!
JRIQFMIB HFKHP

'E 898HF 45<G4GE ->OHBQ 3BDJBKQ>QFLK J>V 7B
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>|QBOBA ?V VFBIA FK@BKQFSBP TEBOB?V FKSBPQLORP :
BOP J>V ?B IROBA >T>V COLJ QEBFO 0OBCBOOBA (>?FQ>

0OBCBOOBA (>?FQ>QP 4EBLOV @LJBP QL QEB OBP@F
AEFP QEBLOV P>VP QE>Q VBP MI>VBOP FKABBA E>SB
CBOOBA PBDJBKQP LO E>?FQ>QP ?RQ QEBV FB ?LQE
?LOOLTBOP @>K ?B IROBA >T>V COLJ QEBFO MOBCBOC
FC FKQBOBPQ O>QBP >0B >QQ0>@QFSB BKLRDE a ILT B
OLTBOP >KA EFDE BKLRDE CLO FKSBPQLOP

9/5 AB@FAB
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@327B )>@3/2A

#OBAFQ 3MOBBAMODBPBK BEBJBKOEBIMOLSFABA

QL @LIJMBKP>QB CLO >AAFQFLK>pAEREB>RIQLAFH
>|QBOK>QFSB>PROV .LQBP >KA CLO > DFSBK J>QROF
RPR>IIV VB>OPB E>SB AO>TK FK QEB VFBIA @ROSBP
40B>PROFBP >KA b"c O>QBA #l4BHLEDEYIR) 3MOB>A
?BILT FP OBMOBPBKQBA 2BQERBGH-EK VFBIAP ?BQTBBI
MLFKQP b"c >KA BBIJBJ?BO QES@ ?BJ8E G;8&HKG

E4G<A:. G;8 ;<;;8E G;8 7894H?G E<F84G8E 7894H7?G
E<F> @84AF 4 ?BJSE 7B??4E CE<68 J;<6; <A GHEA @84AF
<:;;8E L<8?7

2BJBJ?BO QE>Q GB>RBJSE G;8 &G E4AG<A: G;8
:<.;8E G;8 7894H7?G E<F> 84E8E 7894H?G E<F> @84AF 4
?BJSE 7B??4E CE<68 J;<6; <A GHEA @84AF 4 :<::8E L<8?7

1RBPQFLKP

7EF@E @LIM>KFBP FPPRB @OBAFQ O>QFKDP
7E>Q >OB QEB FIMLOQ>KQ @OBAFQ O>QFKDP
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7E>Q AL b)KSBPQUIBKQ 'O>ABc >KA b*RKHc EBIBEDE 9
"LKAP JB>K

2B>IFQV #EB@BBAFQ PMOB>AP >OB KLQ @LKPQ>KQ
TB>H B@QLKLIF@ MBOFLAP @OBAFQ PMOB>AP TFABK F
QL CB>0 a ?RQ KLQ KB@BPP>OFIV QEBOB3FQV a LC Q
OFPHP >PPL@F>QBA TEQEBATEMAP )K C>@Q ABC>RI
O>QBP QEBJPBISBP J>V KLQ TLOPBK ?RQ PQFII MBLMIE
SLRP )K PR@E QFJBP MBLMIB ABJ>KA JLOB MOBJFRJ O
SBOPRBRB>PROFBP QE>K ?BCLOB

(LT BU>@QIV ALBP QEFP E>MMBK ->KV TFIl PBIl QEBFO ||
O>QBA ?LKAP >KA ?RV ®BEBROEBP TFQE QEB P>IB MC
@BBAP ,LTBSQBA ?LKAPe MOF@BP QEBOBCLOB C>Il >
VFBIAP OFPB>PROV MOF@BP TFIl QERP OFPB >KA VFE
DL ALTK #OBAFQ PMOB>AP TFABK 2BJBJ?BO QE>Q MO
VFBIA FB AFP@LRKQ O>QBP >0OB FKSBOPBIV OBI>QB
KLQ P>V QE>Q >@QR>l @OBAFQP FB ABC>RIQ OFPH
BKBA QE>Q J>V LO J>V KLQ BSBKQR>IIV E>SMMBK ! ?
J>V ?B @LKPFABOBA > b@OBAFQ ¢ 4EFP MEBKLJBKLK a T
@OBAFQ PMOB>AP TFABK a FP OBCBOOBA(L1=A >

"BILT TB FIIRPQO>QB QEB CIFDEQ QL NR>IFQV

4EB &IFDEQ QL 1R>IFQV

9FBIAP
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17LSB FK >KQF@FM>QFLK LC TB>H QFJBP >EB>A
3MOB>AP TFABK COBPP 4QL " IBPP 4 4E>Q

ALBP KLQ FIMIV QE>Q ABC>RIQ O>QBP E>SB T
FK OB>IFIYELRDE FK QFJB >P @LKAFQFLKP TL
QE>Q @LRIA E>MMBK >P TBI

7EBK O>QBP FK@OB>PBA ?BQTBBK >KA  QF
PMOB>A ?BQTBBK B0 @B>PROFBP >KA ">>
#LOMLO>QB "LKAP TFABKBA ">> >KA " ?LKA
ELIABOP ILPQ JLKBV FK M>0Q ARB QL FK@OB>
>KA FK >AAFQFLK ARB QL > TFABKFKD LC QEB
PR@E ?LKAELIABOP TLRIA E>SB ILPQBBPP FK
PROFBP

#OBAFQ PMOB>AP TBOB TFAB TEBK QEB QB@
b?R??IBc ?ROPQ FK 'OB>QBO @OBAFC
PMOB>AP OBAR@B @LOMLO>QFLKPe >?FIFQV Q
QERP PBOSB QL A>JMBK B@LKLJF@ DOLTQE

*RPQ MOFLO QL QEB ">KHFKD #OFPFP LC #OB!/
3MOB>AP TBOB SBOV K>OOLT ?V EFPQLOE@®=IBPQ>KA>0O.
MOLDKLPQF@>QLOP QEB LMQFJFPJ FIMIF@FQ FK P
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PMOB>AP ?LABA FIl CRBXBBO@LKLIF@ @LKAFQFLKP 4EE
TBOB OFDEQ

->KV QEFKDP @>K E>MMBK QE>Q J>V FKQBO>@Q TF
PMOB>AP FK@IRAFKD JLSBP RM LO ALTK FK QEB BKQ
@ROSB 7E>Q FP FIMLOQ>KQ QL OB@LDKFWB >Q QEB
QE>Q ILTBO DO>AB ?LKAP a >KA QEBFO VFBIAP a >OB
MOF@BA OBI>Q@FSEPROFBP FB >Q PLJB MOBBFRJ QL 4
PROV VFBIAP 4EB ILTBO QEB @OBAFQ O>QFKD QEB
FIM>@Q LC bKBOSLRPKBPPc LK VFBIA

&LO > DO>ME LC EFPQLOF@>I @OBAFQ PM@B>AP @Il
9FBIA #OBAFQ 3MOB>ABaO #E>0Q Y ,LKDQBOJQOBKAP
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756 .73:2)31C@7B73A IC<9 =<2A
/<2 %B63@ )>31C:/BIBLC@7B73A

4EB MEO>PB bGRKH ?LKAPCc FP > ?FQ RKC>FO ?B@>RPB
MBOPLK TLRIA QEOLT LRQ PLIBQEFKD LC S>IRB >P P EF
AL TFQE PLJBQEFKD QE>Q FP QORIV bGRKH ¢ %SBK
ABC>RIQ J>V E>SB PLJB JLKBQ>OV S>IRB DOB>QBO QE:
(FDE VFBIA PB@ROFQFBP JBOBIV E>SB ILTBO @OBAFQ ¢
QEBOBCLOB EFDEBO VFBIAP

)K  QEBOB T>P IBPP QE>K  ?FIIFLK TLOQE LC GRK
2LKAP LRQPQ>KAFKD a FK QBOJP LC >DDOBD>QB C>@

QEFP CFDROB BU@BBABA QOFIIFLK 7EBOB>P FK QF
JLPQ FPPRBP @LKPFPQBA LC hC>IIBK >KDBIPc LO P
FPPRBA ?V @LOMLO>QFLKP QE>Q LK@B BKGLVBA FKSB
@OBAFQ O>QFKDP ?RQ CBII LK E>0A QFJBP QLA>V JLPC
>OB LOFDFK>IIV FPPRBA >P EFDE VFBIA PB@ROFQFI
BJBOFKD J>OHBQP QEB TLOIA LSBO >AA QL KBT FPPR>k
MOLPMB@QFSB EFDE OBQROKP >QQ0>@Q J>KV FKSBP!

4EFP ILT DO>AB PB@ROFQV DOLTQE E>P MOB@FMFQ>C
FKQBOBPQFKD MEBKLJBK> QEB J>OHBQP CLO bPVKAF(
>KA bIBSBO>DBA IL>KP ¢ 3VKAF@>QBA IL>KP >0OB M>@H:
MOLSFABA LCQBK ?V FKSBPQJBKQ ?>KHP O>QEBO QE>
@F>1 ?7>KHP TEF@E QO>AFQFLK>IIV E>IBBIRABPR@E [>(
4EBPB IL>KP >0OB >DDOBD>QBA >KA M>@H>DBA >KA QE
OFQFWBA c QE>Q FP PLIA >P PB@ROFQFBP ->KV LC (
TBKQ ?>A FK QEB ">SKHFKD #OFPFP ! IBSBO>DBA
IL>K FP LKB TEF@E FP J>AB QL @LJM>KFBP QE>Q >IOB:
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E>SB ILT DO>AB ?LKAP LRQPQ>KAFKD PR@E IL>KP >C
LCQBK PVKAF@>QBA

<FGEFF87 785@LKPFPQP LC GRKH ?LKAP TELPB @LJM>
>OB FK PR@E AFOB PQO>FQP QE>(PREBFKPFBIAP >C
EFDERE>K QEB OFPH COBB 0>QB b$BC>RIQBA AB?QC
@LOMLO>QFLKP TEL E>SB ABC>RIQBA LK QEBFO ?LKA
bABC>RIQc J>V @LKPFPQ JBEBISALC-QFLK LC FQP ?>KH
IBKAFKD >DOBBJBKQ LO PQR78AGSHE B QEB IBD>!
AL@RJIBKQ TEF@E PBQP CLOQE >Il QEB QBOJP LC QEF
TEF@E J>V OBNRFOB QE>Q QEB FPPRBO J>FKQ>FK F
O>QFLP TFQEFK @BOQ>FK M>0>JBQBOP )Q J>V >IPL C
PBOFLREOLJ > I>QB LO JFPPBA FKQBOBPQ M>VJBKQ

- H?GBE9HA7F>0OB LCQBK LMBO>QBA ?V
EBADB CRKAP >KA >QQBIJMQ QQEBLCFQ |
+BV OBJ>FKP LC ?>KHORMQ @L®DMUREQFLKP
4BOJP @E>PFKD QEB ABC>RIQBA ?LKAP >KA OF
PBPPFKD QEB @IPM>RVEQREB
SRIQROBP PEBKIDEB >PPBQP >Q > MOLCF(

$FPQOBPP
$B?Q

PAVMF@>IABC>RIQ O>QBP FK@OB>PB >P
B@LKLJV BKQBOP > OB@BPPFLK $BC>RIQ
6RIQROB | 0B PLIJBQFJBP ABCFKBA >P QEB ALIl
&RKAP >JLRKQ LC ABC>RIQP OBI>QFSB QL QEB >
D>QB >JLRKQP LRQPQ>KAFKD 4EB @OBAI
FKD >DBK@FBP ABCFKB ABC>RIQ 0>Q
@LKKB@QFLK TFQE QEB KRJ?BO LC EFDE VFBIA FPP
ABC>RIQ
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)C;;/@G <B3@3AB (/B3A B63
=@>=@7=< /<2 7</<17/]: # @ BBA

#LOMLO>QFLKP >0OB FKQFJ>QBIV @LKKB@QBA TFQE Q
J>OHBQP ?B@>RPB QEB S>IRB LC QEB @LOMLO>QFLK
BSB@E>KDFKD MOF@BP OBCIB@QBA FK QEB J>OHBQP
@LOMLO>QFLKP MBOFLAF@>IIV OBNRFOB >@@BPP Q
J>OHBQP FK LOABO QL >@NRFOB @>MFQ>| CLO DOLTQE
QBAB LRQIFKBA CLRO CFK>K@F>I J>OHBEMFQLKBY

ABOFS>QFSBP >KA CLOBFDK BU@E>KDB J>OHBQP 4EB
LC @LROPB LK PB@ROFQFBP J>OHBQP QE>Q FP QEI
PQL@HP >KA ?LKAP 3B@ROFQFBP J>OHBQP FK QROK >
QL QEB J>@OLB@LKLIF@ TLOIA >KA JLKBQ>OV >KA CFP
@FBP >0B > HBV @LIMLKBKQ LC PB@ROFQV J>OHBQP >

4EB JB>KP ?V TEF@E @LOMLO>QFLKP D>FK >@@BPP Ql
@F>1 J>OHBQP >KA FQP @>MFQ>I O>FPFKD CRK@QFLK F
FKSBPQJBKQ ?>KHFKD )K MEESBRRMSEBOBPQBA FK KBT
PB@ROFQFBPe FPPR>K@B LO ERBPBREIMVIZE@RQ

) ?>KHFKD PBOSBP S>OFLRP LQEBO BPPBKQF>| OLIBP F
@F> PB@QLO

)KQBOBPQ OSBERQ>PB@ROFQFBPe S>IR>QFLKP JLPQ
>CB@QFKD ?LKAPe MOF@BP ?RQ QEB FIM>@Q LK
KLQ>?IB >IPL 4EFP FP ?RQ LKB BU>JMIB LC QEB @LKK
?BQTBBK J>@OLB@LKLIF@P >KA PB@ROFQFBP J>OHB
PB@QFLK TB >IPL DI>K@BA >Q QEB FKQBO@LKKB@QF
FKQBOBPQ O>QBP LC S>OFLRP PLOQP

4EBOB FP JR@E QL HKLT
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2BSFBT NRBPQFLKP CLO #EBI$BEE®LRDE &LROQBBK
TFIl >MMB>0 >Q QEB BKA LC #E>MQBO &LROQBBK
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6/>B3@ ?C7BG,/.C/B7=<
/<2 (BBC@< #3/AC@3;3<B
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6/>B3@ =C@B333/@<7<5
%CB1=;3A

,B>OKFKD /?GB@QFSBP

)K QEFP @EANQHEDI|

] 4?6H?4G8EB MOF@BP LC ?LQE 0OOBCBOQBA >KA
#LJILK 3QL@HP >KA #>MFQ>| '>FKP RPFKD QEB
$FSFABKA $FP@LRKQ -LABIP

] KC?BBQEB S>OFLRP >MMOL>@EBP QL RQL@H S>li
QFLK

] ,A6BI8B8E QEB S>OFLRP PR? BIBJBKQP TFQEFK QEB
$FSFABKA $FP@LRKQ -LABI

] 'EBI<78?LQE IKKR>I OLOQCLIFL 2BQROKP|>KA
-RIQF VB>0 'BLIBQOF@ 2BQROKP
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*63 &67:=A=>6 G =4 ?C7BG
. [:.CIB7=<

%>0IFBB OB>A QE>Q bQEB S>IRB LC >K >PPBQ FP BNR>|
CRQROB @>PE CILTP QEB >PPBQ FP BUMB@QBA QL MOL
@LRKQBA >KA >DDOBD>QBA QL FQP MDBBBRQ S:IRB ¢ 7
QEFP S>IRB LO MOF@B >P bFKQOF =@ S26RB ¢ 4EFP

- -51:- PE>Il PBOSB >P QEB PQ>0OQFKD MLFKQ CLO QEB |
FB MOF@FKD LC BNRFQV

)K QEFP PB@QFLK TB TFIl @LJIBK@B TFQE > PFIMIB Bl
LC PQL@H S>IR>QFLK LKB TEF@E MBOCB@QIV @LOOF
QEFP PQ>QBJBKEESTI QEBK L?PBOSB QE>Q QEB CLOJRI:
ALBP KLQ @LKCLOJ QL LO FP KLQ >MMIF@¥£PIB QL J
JLPQ BNRFQV PFQREIGFIBP>IMIB LRO PQ>0OQFKD MLF
TFIl ?B QEB >MMIF@>QFLK LC QEFP 46- MOBJFPB QL 0C
3Q0L@HP QE>Q E>SB CFUBA AFSFABREPQ(SPRRBO
LQEBO PQL@HP TELPB AFSFABKAP >0B KLQ @LKPQ>k
QEBOB TFII ?B >KLQEBO JLABI > S>OF>QFLK LK QEB L
JLABI

7E>Q >?LRQ FKSBPQLOP TEL ?RV PQL@HP CLO @>MF(
O>QEBO QE>K FK@LJB )K LQEBO TLOAP TE>Q >?LRQ F
TEL AL KLQ @>0B >?LRQ AFSFABKAP ?RQ FKPQB>A |
PQL@HP CLO MOLCFQ -LPQ JBOF@>K PQL@HP M>V KL
>Q >Il 7E>Q >OB PR@E PQL@HP TLOQE &LO QE>Q QLL
LCBO > CROQEBO OBCFKBJBKQ LC QEB LOFDFK>| JLABI
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4L PRJJ>OFWB TB PE>Il PVPQBJ>QF@>IIV >AAOBPP PEL
FKDP FK QEB FKFQF>I| JLABI >KA MOLDOBPPFSBIV ?RFIA .
MOBEBKPFSB >KA @LJMIBU JLABIP TEF@E BK@LJM>PP
J>KV b@LIMI>FKQPc >?LRQ QEB PFIMIF@FQV LC QEB B>
BIP +BBM QEFP FK JFKA >P TB MOL@BBA ALTK QEB BNRF
>QFLK M>QE

7:57;<<016/;): - ,1..-: -6<4A >)4=-, *A <07;- 207
0)>- <0-5)6, *A <07;- 207 ?1;0 <7 /-< <0-5

?20)< *-476/; <7 =; )6, 20)< ?-/1>-)?)A ;--5;
>- A 8-+17=; <7 =;
a!OFPQLQIB
F@QLI>@EB>K %QEF@P "LLH )8
& ( 0BQBOP QO>KPI>QFLK
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?C7BG, [.C/IB7=<

7 B ILLH >Q %NRFR*QFLK COIOBXFEKQ MBOPMB@QFSBP

] 'LFKD #LK@BSKRB PBBP QEB CFOJ COLJ > MBO
MBQR>I LMBO>QFKD MBOPMB@QFSB )Q FP >K L
@LK@BOK QE>Q TFIl MOLAR@B %")4 LO %")4$!
CLOBSBO

] .FNRFA>QFEIREP AF>JBQOF@>IIV LMMLPBA QL
QEB DLFKD @LK@BOK S>IRB (BOB TB FJ>DFKB T
QEB CA®3IPPBQP TLRIA CBQ@E TBOB QEB CFOJ
LRQ LC ?RPFKBPP >KA FQP >PPBQP IFNRFA>QBA
PLIA LCQL QEB EFDEBPQ ?FAABOP LO >S>FI>?IB
BOP

] "LLH 6>IRB'6 OBMOBPBKQP QEB >@R@LRKQ>KQe
PQ>QBA KBQ @LJJLK BNRFQV AFSFABA ?V QEB
2BO LC PE>OBP LRQPQ>KAFKD ./3/

] 2BI>QFSBIRBALIM>0BP > PB@ROFQV QL >KLQEE
2>PBA LK PLJB PE>OBA LO OBI>QFSB JBQOF@ P
ABC>RIQ OFPH
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] ->OHBQ6RBO CLO 0OF@B MBO 3E>0B FP ABCFKI
>P QEB J>OHBQ S>IRB LCR)EBRIKDOEBQP
@>K JFPMOF@B >PPBQP LK L@@>PFLK

] )KQOFKPHRB6 OBMOBPBKQP QEB bFKQOFKPF@
bFKQBOK>Ic TLOQE LC QEB @LIM>KV ?>PBA LK C
@F>| >K>IVQF@ CLOJRI>B >KARLBIP 9
QEFKH LC QEFP >P TE>Q QEB PE>OBP >OB bOB>|
TLOQE 3R@E CLOJRI>B LCQBK OBIV LK > AFP@L
@>PE CILT M>O>AFDJ BD QEB $$- 4EB FKQOFK
PF@ S>IRB J>ZBBCOLJ QEB J>OHBQ MOF@B
QEBOB?¥ROFKD FKSBPQLOP QEB LMMLOQRKFQ
MRO@E>PB PE>OBP @EB>MIV LO PBIl QEB PE>0O
FC LSBOIRBA $LBP 6 0 )CKLQ TE>Q >AS>K
Q>DB ALBP QEB FKSBPQLO E>SB

Il QEB CLOBDLFKD S>IR>QFLKBO>E@ELLKB >KLQEBO
)K > MBOCB@CR@BBKQ J>OHBQ L?PBOSBA J>OHBQ |
PELRIA BNR>l FKQOFKPF@ S>IRBP

?C7BG [:C/B7=< /<2 B63 #/1@=31=<=G

7? ?- >)4=- <0- ;<7+3 5):3-< 67?6, 16 <0-
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=<=:16.4=-6+-; 5)27: -+76751+ )6, ;7+1)4 8741+A

-+1;176; <0)<)..-+< 67< 764A 16>-;<7:; *=<;7+1-<A

)<4)]- ->-6 <0-?7:4, .?--@)/I-)<-<0-8: -
;-6<)6, .=<=: >)4=-7. <0- ;<7+3 5):3-< <0-6);)
;7+1-<A ?- 5)A 16>-;< <77 5=+0 16 *=;16-;; ;<):< =8;
)6, -@8)6;176; )6, <77 41<<4- 16 16.:);<i=+==:
+)<176 )6, 7<0-:.7:5; 7. 0=5)6 +)81<)4 . ?-
<0163 <0- 5):3-< 1; ?7:<0 5k%0)6 1<-)44A 1; ?-

5)A *-+75- +7584)+-6< 16 .=6,16/ 7=: 8-6;176
84)6; 16 5)16<)1616/ 7=:;)>16/; :)<- 16 4-/1;4)<16/
)6 158:7>-, 17+1)4 1-+=:1<A ;A;<-5 )6, 16 8>1,

16/ 7<0-:.7:5; 7. ;7+1)4 16;=:)6+- %b1/0<)4;7

47;- <0- 7887:<=61<A <7 =;- 7=: -@8)6,16/ .16)6+1)4

<-+06747/A <7 ,->1;- 6-? ;74=<176; <7 <0- /-6=16-
:1;3; E <7 7=: 075-; +1<1-; )6, 41>-41077,; E <0)<
?- )+

)JOO>QFLK>l %UR?BO>K@B ?V 2L?BOQ

00OBC>@B M UHF
0OFK@BQLK 5KFSBOPFQV 00BPP

* 3EFIIBO
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*63 7D723<2 7A1=C<B #=23:
# TF 32 7D723<2=@ $= @=EB6
, S@AT7=<

7 B PE>II >PPRJB QE>Q QEBFRB@RQOF@Ve6 TFII

2B BNR>| QL QEB J>OHBQ MOF@B 0 FBKQEFR 0 6
PF@ S>IRB OBCBOP QL TE>Q QERCR@RUTEMFP

QEB BUQBKQ QE>QKB T&RIA ?B MOBPBKQBA TFQE QE
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NR>0OQBOIV M>VIBKQP )C AFSFABKAP >OBLEFA NR>0Q
LC QEB CRKAP TFIl >OOF 3B FQULED> ?>PF@ MOFK@FMIE
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7 B E>SB GRPQ @LJMIBQBA > AFP@RPPFLK LC QEB BIBJI
PB@ROFQFBPe S>IR>QFLK 3LJB FKAFSFAR>IP QOV QL D
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> @LIJM>KV a TEBQEBO DLLA LO ?>A FK LOABO QL [
>K RKB>OKBA MOLCFQ ?V QO>AFKD FQP PB@ROFQFBF
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PBIIFKD LO @E>KDBA EFP JFKA @LJMIBQBIV >?LRQ EFP
QL PBII -@ J>V CBBI E>0JBA
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