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Form or Schedule and the date of its filing.
(1) Amount previously paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

Edgar Filing: INTELLIGENT SYSTEMS CORP - Form DEF 14A

2



4355 Shackleford Road

Norcross, Georgia 30093

Notice of annual meeting of shareholders

YOU ARE INVITED TO attend the Annual Meeting of Shareholders of Intelligent Systems Corporation on
Thursday, June 11, 2015 at 4:00 p.m., local time, at our principal executive offices located at 4355 Shackleford Road,
Norcross, Georgia 30093. At the Annual Meeting, shareholders will consider and vote on:

1.The election of one director to the Board of Directors to serve until the 2018 Annual Meeting;
2.Approval of the Intelligent Systems 2015 Stock Incentive Plan;
3.Approval, by a non-binding, advisory vote, of the compensation of our named executive officers; and
4.Other matters that may properly come before the meeting or any adjournment thereof.

Only shareholders of record at the close of business on April 17, 2015 will receive notice of and be entitled to vote at
the meeting or any adjournment thereof.

A Proxy Statement and a proxy solicited by the Board of Directors are enclosed with this mailing. To ensure a
quorum for the meeting and that your vote may be recorded, please sign, date and return the proxy promptly
in the enclosed business reply envelope. If you attend the meeting, you may revoke your proxy and vote in
person. Our 2014 Annual Report to Shareholders is enclosed in the same document as the Proxy Statement.

By order of the Board of Directors,

Bonnie L. Herron

Secretary
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April 24, 2015

Please complete and return the enclosed proxy promptly so that your vote may be recorded.
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PROXY STATEMENT

FOR THE ANNUAL MEETING OF SHAREHOLDERS TO BE HELD JUNE 11, 2015

We are sending this Proxy Statement to the shareholders of Intelligent Systems Corporation (the “company”) in
connection with the solicitation of proxies by the Board of Directors to be voted at the 2015 Annual Meeting of
Shareholders (the “Annual Meeting”) of Intelligent Systems Corporation and any adjournment thereof. The Annual
Meeting will be held on June 11, 2015 at our principal executive offices located at 4355 Shackleford Road, Norcross,
Georgia 30093 at 4:00 p.m. local time. We expect to first mail this Proxy Statement and the accompanying proxy to
shareholders on or about April 24, 2015.

voting

General

The securities that can be voted at the Annual Meeting consist of common stock of Intelligent Systems Corporation,
$.01 par value per share. Each share entitles its owner to one vote on each matter submitted to the shareholders. There
are no cumulative voting rights. The record of shareholders entitled to vote at the Annual Meeting was taken as of the
close of business on April 17, 2015. On that date, we had outstanding and entitled to vote 8,958,028 shares of
common stock with each share entitled to one vote.

Quorum

A majority of the outstanding shares of our common stock must be present, in person or by proxy, to constitute a
quorum at the Annual Meeting. We will treat shares that are withheld or abstain from voting as present at the Annual
Meeting for purposes of determining a quorum. If your shares are held by a broker, bank, custodian, nominee or other
record holder of our common stock and you fail to instruct such record holder how to vote your shares with respect to
the director election, your shares will not be counted as present in determining whether we have a quorum.

Proxies
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At the Annual Meeting, the persons named as proxies will vote all properly executed proxy cards delivered in
connection with this solicitation and not revoked in accordance with the directions given. Shareholders should specify
their choices with regard to each proposal to be voted upon on the accompanying proxy card. If no specific
instructions are given with regard to a proposal to be voted upon, then the shares represented by a signed
proxy card will be voted “FOR” such proposal. If any other matters properly come before the Annual Meeting, the
persons named as proxies will vote upon such matters according to their judgment.

Some of our shareholders hold their shares through a broker, bank, custodian or other nominee, rather than directly in
their own name. This is commonly referred to as holding shares in “street name.” If you hold shares in street name, these
proxy materials are being forwarded to you by your broker, bank, custodian or other nominee, which is considered,
with respect to such shares, to be the shareholder of record. As the beneficial owner of shares held in street name, you
have the right to direct the nominee how such shares should be voted. You also have the right to attend the Annual
Meeting. However, since you are not the shareholder of record, you must first obtain a signed proxy from the
shareholder of record giving you the right to vote the shares at the Annual Meeting. Your broker, bank, custodian or
other nominee has enclosed or provided you a voting instruction card for you to use in directing the nominee how to
vote your shares or obtain a proxy from the nominee.

You may revoke your proxy card in connection with this solicitation at any time prior to voting at the Annual Meeting
by:

●giving written notice to the Secretary of the company at 4355 Shackleford Road, Norcross, Georgia 30093, for
shareholders of record, or
●executing and delivering to the Secretary a later dated proxy, or
●voting in person at the Annual Meeting.

You cannot revoke your proxy or voting instructions as to any matter upon which, prior to such revocation, a vote has
been cast in accordance with the authority conferred by such proxy or voting instructions.

1
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We will pay all expenses incurred in connection with the solicitation of proxies. Such costs include charges by
brokers, fiduciaries and custodians for forwarding proxy materials to beneficial owners of stock held in their names.
We may solicit proxies by mail, telephone and personal contact by directors, officers, and employees of the company
without additional compensation.

Dissenters’ Rights of Appraisal

There are no dissenters’ rights of appraisal with respect to the matters being acted upon at the Annual Meeting.

Security Ownership of Certain Beneficial Owners and Management

The following table contains information concerning the persons who are known to us to be beneficial owners of more
than 5 percent of our common stock as of March 15, 2015, and the ownership of our common stock as of that date by
each director, nominee, each executive officer named in the Summary Compensation Table and by all directors and
named executive officers as a group. There are no arrangements known to us which may result in change of control of
the company.

Beneficial Owner Address
Shares
Beneficially Owned
a, e

Percent
of Class a

J. Leland Strange b

Chairman of the Board, President, CEO

4355 Shackleford Road

Norcross, GA 30093 2,065,300 22.88%

Wallace R. Weitz & Company c

1125 South 103rd St., Suite
200

Omaha, NE 68124

2,270,000 25.34%

Clifford N. Burnstein d
729 7th Avenue

New York, NY 10019
835,445 9.33%

Cherie M. Fuzzell, Director 2,500 *

Philip H. Moise, Director 3,500 *
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James V. Napier, Director 63,300 *

Parker H. Petit, Director 77,315 *

Francis A. Marks, Vice President 193,227 2.16%

Bonnie L. Herron

Vice President, Chief Financial Officer and
Corporate Secretary

151,825 1.68%

All Directors and Named Executive Officers
as a Group (7 persons) 2,561,467 27.98%

a.

Except as otherwise noted, beneficial ownership is determined on the basis of 8,958,028 shares of common stock
issued and outstanding plus securities deemed outstanding pursuant to Rule 13d-3(d)(1) of the Securities Exchange
Act of 1934, as amended. Pursuant to the rules of the Securities and Exchange Commission (the “SEC”), a person is
deemed to beneficially own shares of the company’s common stock if that person has or shares “voting power”, which
includes the power to vote or to direct the voting of a security, or “investment power”, which includes the power to
dispose of or to direct the disposition of a security. An asterisk indicates beneficial ownership of less than 1 percent.

b. Includes 293,906 shares owned by Jane H. Strange, Mr. Strange’s wife. Mr. Strange disclaims any beneficial
interest in the shares.

c. 

Based on information set forth in a Schedule 13G filed on January 12, 2015, in which Wallace R. Weitz and
Company, an investment adviser registered under Section 203 of the Investment Advisers Act of 1940,
reported beneficial ownership of 2,270,000 shares of common stock, of which Wallace R. Weitz and
Company has the sole power to vote and to dispose.

d. Based on information set forth in a Schedule 13D filed on August 3, 2009, in which Clifford N. Burnstein, an
individual, reported beneficial ownership of 835,445 shares of common stock, of which Clifford N. Burnstein has
the sole power to vote and to dispose.

e.

Includes 197,000 shares reserved for issuance to officers and directors pursuant to stock options that were
exercisable at March 15, 2015 or within sixty days of such date which are deemed beneficially owned by such
person pursuant to Rule 13d-3(d)(1) of the Exchange Act. The amounts reported above for Messrs. Napier and Petit
include 30,000 shares each for shares underlying stock options exercisable at March 15, 2015 or within sixty days of
such date. The amounts reported above for Mr. Strange and Ms. Herron include 67,500 and 60,000 shares,
respectively, for shares underlying stock options exercisable at March 15, 2015 or within sixty days of such date.
The amount reported for Ms. Fuzzell includes 7,000 shares for shares underlying stock options exercisable at March
15, 2015 and the amount reported for Mr. Moise includes 2,500 shares for shares underlying stock options
exercisable at March 15, 2015.

2
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PROPOSAL 1 – THE ELECTION OF ONE DIRECTOR

Nominee

At the Annual Meeting of Shareholders, shareholders will elect one director to the Board to serve a three-year term
until the 2018 Annual Meeting of Shareholders. The other directors’ terms expire at the Annual Meeting of
Shareholders listed in the following table for each category of directors, or upon their earlier death, resignation or
removal from office. Directors are elected by a plurality of the shares present and voting at the meeting. A “plurality”
means that the individuals who receive the largest number of votes cast are elected as directors up to the maximum
number of directors to be chosen at the meeting. Therefore, shares that are withheld or abstain from voting and broker
non-votes will have no effect on the outcome of the vote. Unless contrary instructions are given, the persons named as
proxies will vote the shares represented by a signed proxy card “FOR” the nominee.

If the nominee withdraws for any reason or is not able to serve as a director, the proxy will be voted for another person
designated by the Board as substitute nominee, but in no event will the proxy be voted for more than one nominee.
The Board has no reason to believe that the nominee will not serve if elected.

The Board has nominated the person named in the following table to serve as a director of the company. The nominee
and other directors gave us the following information concerning their current age, other directorships, positions with
the company, principal employment and shares of our common stock beneficially owned as of March 15, 2015.

The Board of Directors recommends that shareholders vote “FOR” proposal 1 to elect one nominee To serve as
director of the company.

Name AgePosition / Principal Occupation
Nominee for election to serve until the 2018 Annual Meeting
J. Leland Strange 73 Nominee, Chairman of the Board, President and Chief Executive Officer
Incumbent directors elected to serve until the 2017 Annual Meeting
Cherie M. Fuzzell 1 & 2 51 Director, CEO of Parkmobile USA, Inc.
Parker H. Petit 1 & 2 75 Director, CEO of MiMedx Group and President of The Petit Group
Incumbent director elected to serve until the 2016 Annual Meeting
Philip H. Moise 1 & 2 64 Director, Former Executive Vice President and General Counsel of Immucor, Inc.
Incumbent director elected to serve until the 2015 Annual Meeting
James V. Napier 1 & 2 78 Director, Retired
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1.Audit Committee
2.Compensation Committee

Cherie M. Fuzzell has served as a director since 2012. Ms. Fuzzell is Chief Executive Officer of Parkmobile USA,
Inc., a provider of mobile payment solutions to municipalities and parking providers around the world. From 2008 to
October 2012, Ms. Fuzzell was President and Chief Executive Officer of FirstView, LLC, a vertically integrated
processor and program manager providing turnkey prepaid debit card solutions for multiple industries and
applications. Prior to 2008, she was an independent industry consultant and from 1999 to 2005 served as Chief
Administrative Officer and General Counsel of Nova Information Systems, Inc., an international payments processing
company (now operating as Elavon, part of U.S. Bancorp). Other experience includes serving on the board of directors
and compensation committee of Otix Global, Inc. [formerly NASDAQ: OTX], a manufacturer of hearing aids, prior to
its acquisition in December 2010. The Board considered Ms. Fuzzell’s extensive experience in and knowledge of the
financial payments industry; her operational and strategic insight; her board and executive service with large and
publicly traded companies; her familiarity with the company’s CoreCard subsidiary business, products and services;
and her educational background in accounting and law in determining that she should serve as a director of the
company. The Board has determined that Ms. Fuzzell qualifies as an independent director under the applicable rules
of NYSE MKT.

3
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Philip H. Moise was elected to the Board in 2013. Mr. Moise served as Executive Vice President, General Counsel
and Secretary of Immucor, Inc. from 2007 until 2012. Immucor manufactures and sells instruments and reagents used
to classify components of human blood prior to blood therapies and transfusions.  Previously a publicly-held
company, Immucor was acquired and taken private in 2011.  Before joining Immucor, Mr. Moïse was in the private
practice of law for almost 30 years, where he represented public and private companies in the technology and life
sciences industries.  He represented Intelligent Systems for approximately 25 years before joining Immucor in 2007. 
The Board considered Mr. Moise’s familiarity with the company’s business and history; his business experience as an
executive with a publicly traded company; his extensive legal background and experience in corporate transactions
and corporate governance; and his familiarity with board and regulatory matters impacting publicly traded companies
in determining that he should serve as a director of the company. The Board has determined that Mr. Moise qualifies
as an independent director under the applicable rules of NYSE MKT.

James V. Napier has served as a director since 1982. He is retiring from the Board at the end of his current term (June
11, 2015) and declined to seek re-election. Mr. Napier served as Chairman of the Board of Scientific-Atlanta, Inc., a
firm involved in cable television electronics and satellite-based communication networks (now part of Cisco Systems,
Inc.), from 1993 until his retirement in November 2000. Within the past five years, Mr. Napier has also served as a
director of Vulcan Materials Company, Wabtec Corporation, McKesson Corporation, Engelhard Corporation and
Personnel Group of America, Inc.

Parker (Pete) H. Petit has served as a director since 1996. Mr. Petit is the Chairman, President and CEO of MiMedx
Group, an integrated developer, manufacturer and marketer of bio-material based products. Mr. Petit is also the
President of The Petit Group, a private investment company. Mr. Petit served as Chairman of the Board and Chief
Executive Officer of Matria Healthcare, Inc., a comprehensive disease management services company from 1996 to
2008. He also served as a director of Logility, Inc. within the past five years. The Board considered Mr. Petit’s
extensive experience as a successful entrepreneur and as an executive and member of the board of directors of several
publicly traded technology and healthcare companies, as well as his familiarity with the company since 1996 in
determining that he should serve as a director of the company. The Board has determined that Mr. Petit is an
independent director under the applicable rules of NYSE MKT.

Leland Strange is nominated for re-election to the Board for a three-year term ending at the 2018 Annual Meeting of
Shareholders. Mr. Strange has served as our President since 1983 and our Chief Executive Officer and Chairman of
the Board since 1985. The Board considered Mr. Strange’s many years of experience as the company’s CEO, his
familiarity with the industries and customers which our operating companies serve, and his past experience on several
boards of directors and audit and compensation committees of other publicly traded companies in determining that he
should serve as a director of the company.

There are no family relationships among any of the company’s directors, nominee and executive officers.
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There have been no events under any bankruptcy act, no criminal proceedings and no judgments or injunctions
material to an evaluation of the ability and integrity of any director, executive officer or control person of the
company during the past ten years. There are no proceedings to which any director, officer, affiliate, any owner of
record or beneficially of more than 5 percent of our common stock, or any security holder of the company is an
adverse party to the company or has a material interest adverse to the company.

Four of the incumbent directors, and all of the members of the Audit Committee are independent, as such term is
defined in the listing standards of the NYSE MKT and the rules of the SEC. The Audit Committee meets the
composition requirements of NYSE MKT’s listing standards for Small Business Issuers (as defined by the rules of
NYSE MKT).

Board Leadership Structure and Role in Risk Oversight

The Chief Executive Officer serves as Chairman of the Board of Directors of the company. Given the small size and
limited geographic and industry scope of the company’s operations, the company believes that the leadership structure
of the board, consisting of five directors of which four are independent (assuming the election of all the nominees), is
appropriate. There is no lead independent director because there has been no need for such a role based on the
continuity resulting from the long tenure of the directors and the small size of the board. Given the character, size and
limited scope of the company’s operations and the stability and long tenure of its workforce and management team,
there is limited exposure to external risks other than general business, product and market risks. The company has
limited, if any, exposure related to financial instruments, environmental issues, off balance sheet entities and such
external risks. The Audit Committee, which consists of the independent directors, provides risk oversight as part of
the company’s internal controls process and regularly reviews reports from management and external auditors on risk
analysis and tests of the design and effectiveness of the company’s internal controls. The Board considered and has
determined that risks arising from its compensation policies and practices are not reasonably likely to have a material
adverse effect on the company. This determination was based on the limited nature of the company’s compensation
program.

4
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Meetings and Committees of the Board of Directors

The Board met five times during the year ended December 31, 2014. The Board has established an Audit Committee,
a Compensation Committee, and a Plan Committee, but has no nominating committee. The Audit Committee of the
Board met four times during 2014. During 2014, the Audit Committee consisted of Ms. Fuzzell (chair) and Messrs.
Petit, Moise and Napier. In 2014, the Audit Committee appointed the company’s independent auditor, met with the
independent auditor to review its report on the 2013 audit and the 2014 quarterly reviews, and carried out a number of
other responsibilities, as outlined in the Audit Committee Charter.

All members of the Audit Committee currently meet the applicable independence and qualifications standards of the
NYSE MKT. The Board has determined that Mr. Petit and Mr. Napier are financial experts as defined by the rules of
the SEC, and are financially sophisticated as defined in the listing standards of NYSE MKT. The Board based this
determination, in part, on Mr. Petit’s experience in actively supervising senior financial and accounting personnel and
in overseeing the preparation of financial statements as the chief executive officer and chairman of publicly-traded
companies. Mr. Napier’s experience includes serving on the audit committees of several large publicly traded
companies as well as serving in executive positions and as the chairman of publicly traded companies.

The Board has a Compensation Committee consisting of four independent directors, Messrs. Napier, Moise and Petit
and Ms. Fuzzell. The Compensation Committee met twice in 2014. The Compensation Committee reviews, makes
recommendations and approves the appropriate compensation level for the officers of the company and any changes in
the company’s various benefit plans covering executive officers or directors. The Compensation Committee does not
have a charter. Neither the Compensation Committee nor management has engaged a compensation consultant to
provide advice or recommendations on the form or amount of executive or director compensation. From time to time,
the Compensation Committee has sought input from publicly available data compiled by executive officers of the
company relating to compensation paid to executive officers and directors in similar size, publicly traded companies
in the same geographic area as the company is located. The Compensation Committee has also solicited input from the
CEO with respect to compensation of non-CEO executive officers.

The Plan Committee, which did not meet in 2014, is responsible for administering the 2011 Non-Employee Directors’
Stock Option Plan. The Plan Committee has the same members as the Compensation Committee.

In 2014, each director attended all meetings of the Board of Directors and Committees of the Board on which he or
she served.

The company does not currently have a standing nominating committee. Please see “Nominations Process” below for
information regarding the company’s policies and procedures for director nominations.
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Executive Officers

The following information is provided about our non-director executive officers as of March 15, 2015.

Name Age Position / Principal Occupation

Bonnie L. Herron 67 Vice President, Chief Financial Officer and Secretary
Francis A. Marks 81 Vice President

Mr. Marks joined the company in 1982 as Vice President of Product Line Programs after 26 years with IBM
Corporation in a variety of managerial and executive positions. He was appointed Vice President in 1983 and since
1998 has also served as President of ChemFree Corporation, our largest subsidiary, to which he has devoted
substantially all of his attention. As of February 1, 2014, Mr. Marks’ position was changed to a half-time position and,
effective March 31, 2015 upon the sale of the ChemFree subsidiary, Mr. Marks resigned as an officer of ChemFree
and of the company, but will provide transition and other consulting services to the company for another year.

5
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Ms. Herron joined the company in 1982 as Director of Planning at one of our subsidiaries and subsequently at the
corporate level. She was elected Corporate Secretary in 1987, Vice President in 1990, and Chief Financial Officer in
1999.

The Board of Directors elects the executive officers to serve until they are removed, replaced or resign.

Executive Compensation

Summary
Compensation
Table

Name and Principal
Position Year Salary Bonus

Option

Awards

Other
Annual
Compensation

Total

$ $ $ $ $
J. Leland Strange 2014 295,385 3,900 299,285
President & Chief
Executive Officer 2013 290,769 15,855.12 17,823.07

1/1/2015 3/31/2015 18,288.63 17,037.76 17,776.12
4/1/2015 6/30/2015 18,351.36 17,576.50 17,619.51
7/1/2015 9/30/2015 18,137.12 15,370.33 16,284.70
10/1/2015 12/31/2015 17,977.85 16,013.66 17,425.03
1/1/2016 3/31/2016 17,790.11 15,450.56 17,685.09
4/1/2016 6/30/2016 18,167.63 17,063.08 17,929.99
7/1/2016 9/30/2016 18,668.44 17,713.45 18,308.15
10/1/2016 12/31/2016 19,987.63 17,883.56 19,762.60
1/1/2017 3/31/2017 21,169.11 19,677.94 20,663.22
4/1/2017 6/30/2017 21,535.03 20,379.55 21,349.63
7/1/2017 9/30/2017 22,419.51 21,279.30 22,405.09
10/1/2017 12/31/2017 24,876.07 22,416.00 24,719.22
1/1/2018 3/31/2018 26,616.71 23,360.29 24,103.11
4/1/2018 6/30/2018 25,402.83 23,344.52 24,271.41
7/1/2018 7/26/2018 25,587.24 24,077.56 25,527.07

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.

P-12 RBC Capital Markets, LLC
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Barrier Booster Notes Linked to the Lesser
Performing of Two Equity Indices
Royal Bank of Canada

Russell 2000® Index (“RTY”)

The RTY was developed by Russell Investments (“Russell”) before FTSE International Limited and Russell combined
in 2015 to create FTSE Russell, which is wholly owned by London Stock Exchange Group. Russell began
dissemination of the RTY (Bloomberg L.P. index symbol “RTY”) on January 1, 1984. FTSE Russell calculates and
publishes the RTY. The RTY was set to 135 as of the close of business on December 31, 1986. The RTY is designed
to track the performance of the small capitalization segment of the U.S. equity market. As a subset of the Russell
3000® Index, the RTY consists of the smallest 2,000 companies included in the Russell 3000® Index. The Russell
3000® Index measures the performance of the largest 3,000 U.S. companies, representing approximately 98% of the
investable U.S. equity market. The RTY is determined, comprised, and calculated by FTSE Russell without regard to
the Notes.

Selection of Stocks Underlying the RTY
All companies eligible for inclusion in the RTY must be classified as a U.S. company under FTSE Russell’s
country-assignment methodology. If a company is incorporated, has a stated headquarters location, and trades in the
same country (American Depositary Receipts and American Depositary Shares are not eligible), then the company is
assigned to its country of incorporation. If any of the three factors are not the same, FTSE Russell defines three Home
Country Indicators (“HCIs”): country of incorporation, country of headquarters, and country of the most liquid exchange
(as defined by a two-year average daily dollar trading volume) (“ADDTV”) from all exchanges within a country. Using
the HCIs, FTSE Russell compares the primary location of the company’s assets with the three HCIs. If the primary
location of its assets matches any of the HCIs, then the company is assigned to the primary location of its assets. If
there is insufficient information to determine the country in which the company’s assets are primarily located, FTSE
Russell will use the primary country from which the company’s revenues are primarily derived for the comparison with
the three HCIs in a similar manner. FTSE Russell uses the average of two years of assets or revenues data to reduce
potential turnover. If conclusive country details cannot be derived from assets or revenues data, FTSE Russell will
assign the company to the country of its headquarters, which is defined as the address of the company’s principal
executive offices, unless that country is a Benefit Driven Incorporation “BDI” country, in which case the company will
be assigned to the country of its most liquid stock exchange. BDI countries include: Anguilla, Antigua and Barbuda,
Aruba, Bahamas, Barbados, Belize, Bermuda, Bonaire, British Virgin Islands, Cayman Islands, Channel Islands, Cook
Islands, Curacao, Faroe Islands, Gibraltar, Guernsey, Isle of Man, Jersey, Liberia, Marshall Islands, Panama, Saba,
Sint Eustatius, Sint Maarten, and Turks and Caicos Islands. For any companies incorporated or headquartered in a
U.S. territory, including countries such as Puerto Rico, Guam, and U.S. Virgin Islands, a U.S. HCI is assigned.
All securities eligible for inclusion in the RTY must trade on a major U.S. exchange. Stocks must have a closing price
at or above $1.00 on their primary exchange on the last trading day in May to be eligible for inclusion during annual
reconstitution. However, in order to reduce unnecessary turnover, if an existing member’s closing price is less than
$1.00 on the last day of May, it will be considered eligible if the average of the daily closing prices (from its primary
exchange) during the month of May is equal to or greater than $1.00. Initial public offerings are added each quarter
and must have a closing price at or above $1.00 on the last day of their eligibility period in order to qualify for index
inclusion. If an existing stock does not trade on the “rank day” (typically the last trading day in May but a confirmed
timetable is announced each spring) but does have a closing price at or above $1.00 on another eligible U.S. exchange,
that stock will be eligible for inclusion.
An important criterion used to determine the list of securities eligible for the RTY is total market capitalization, which
is defined as the market price as of the rank day in May for those securities being considered at annual reconstitution
times the total number of shares outstanding. Where applicable, common stock, non-restricted exchangeable shares
and partnership units/membership interests are used to determine market capitalization. Any other form of shares such
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as preferred stock, convertible preferred stock, redeemable shares, participating preferred stock, warrants, rights,
installment receipts or trust receipts, are excluded from the calculation. If multiple share classes of common stock
exist, they are combined to determine total shares outstanding. In cases where the common stock share classes act
independently of each other (e.g., tracking stocks), each class is considered for inclusion separately. If multiple share
classes exist, the pricing vehicle will be designated as the share class with the highest two-year trading volume as of
the rank day in May.
Companies with a total market capitalization of less than $30 million are not eligible for the RTY. Similarly,
companies with only 5% or less of their shares available in the marketplace are not eligible for the RTY. Royalty
trusts, limited liability companies, closed-end investment companies (companies that are required to report Acquired
Fund Fees and Expenses, as defined by the SEC, including business development companies), blank check companies,
special purpose acquisition companies, and limited partnerships are also ineligible for inclusion. Exchange traded
funds and mutual funds are also excluded. Bulletin board, pink sheets, and over-the-counter (“OTC”) traded securities
are not eligible for inclusion.
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Annual reconstitution is a process by which the RTY is completely rebuilt. Based on closing levels of the company’s
common stock on its primary exchange on the rank day of May of each year, FTSE Russell reconstitutes the
composition of the RTY using the then existing market capitalizations of eligible companies. Reconstitution of the
RTY occurs on the last Friday in June or, when the last Friday in June is the 29th or 30th, reconstitution occurs on the
prior Friday. In addition, FTSE Russell adds initial public offerings to the RTY on a quarterly basis based on total
market capitalization ranking within the market-adjusted capitalization breaks established during the most recent
reconstitution.
After membership is determined, a security’s shares are adjusted to include only those shares available to the public.
This is often referred to as “free float.” The purpose of the adjustment is to exclude from market calculations the
capitalization that is not available for purchase and is not part of the investable opportunity set.
License Agreement
FTSE Russell and Royal Bank have entered into a non-exclusive license agreement providing for the license to Royal
Bank, and certain of its affiliates, in exchange for a fee, of the right to use indices owned and published by FTSE
Russell in connection with some securities, including the Notes.
FTSE Russell does not guarantee the accuracy and/or the completeness of the RTY or any data included in the RTY
and has no liability for any errors, omissions, or interruptions in the RTY. FTSE Russell makes no warranty, express
or implied, as to results to be obtained by the calculation agent, holders of the Notes, or any other person or entity
from the use of the RTY or any data included in the RTY in connection with the rights licensed under the license
agreement described in this document or for any other use. FTSE Russell makes no express or implied warranties, and
hereby expressly disclaims all warranties of merchantability or fitness for a particular purpose with respect to the RTY
or any data included in the RTY. Without limiting any of the above information, in no event will FTSE Russell have
any liability for any special, punitive, indirect or consequential damages, including lost profits, even if notified of the
possibility of these damages.
The Notes are not sponsored, endorsed, sold or promoted by FTSE Russell. FTSE Russell makes no representation or
warranty, express or implied, to the owners of the Notes or any member of the public regarding the advisability of
investing in securities generally or in the Notes particularly or the ability of the RTY to track general stock market
performance or a segment of the same. FTSE Russell’s publication of the RTY in no way suggests or implies an
opinion by FTSE Russell as to the advisability of investment in any or all of the stocks upon which the RTY is based.
FTSE Russell's only relationship to Royal Bank is the licensing of certain trademarks and trade names of FTSE
Russell and of the RTY, which is determined, composed and calculated by FTSE Russell without regard to Royal
Bank or the Notes. FTSE Russell is not responsible for and has not reviewed the Notes nor any associated literature or
publications and FTSE Russell makes no representation or warranty express or implied as to their accuracy or
completeness, or otherwise. FTSE Russell reserves the right, at any time and without notice, to alter, amend, terminate
or in any way change the RTY. FTSE Russell has no obligation or liability in connection with the administration,
marketing or trading of the Notes.
“Russell 2000®” and “Russell 3000®” are registered trademarks of FTSE Russell in the U.S. and other countries.
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Historical Information
The graph below sets forth the information relating to the historical performance of the RTY. In addition, below the
graph is a table setting forth the intra-day high, intra-day low and period-end closing levels of this Reference Asset.
The information provided in this table is for 2008 through July 26, 2018.
We obtained the information regarding the historical performance of the RTY in the chart below from Bloomberg
Financial Markets.
We have not independently verified the accuracy or completeness of the information obtained from Bloomberg
Financial Markets. The historical performance of the RTY should not be taken as an indication of its future
performance, and no assurance can be given as to the Final Level of the RTY. We cannot give you assurance that the
performance of the RTY will result in any positive return on your initial investment.
Russell 2000® Index (“RTY”)
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Period-Start
Date

Period-End
Date

High Intra-Day Level of this
Reference Asset

Low Intra-Day Level of this
Reference Asset

Period-End Closing Level of
this Reference Asset

1/1/2008 3/31/2008 768.460 643.280 687.967
4/1/2008 6/30/2008 763.270 684.880 689.659
7/1/2008 9/30/2008 764.380 647.370 679.583
10/1/2008 12/31/2008 679.570 371.260 482.770
1/1/2009 3/31/2009 519.180 342.570 422.748
4/1/2009 6/30/2009 535.850 412.770 508.282
7/1/2009 9/30/2009 625.310 473.540 604.278
10/1/2009 12/31/2009 635.990 553.320 633.409
1/1/2010 3/31/2010 693.320 580.490 678.643
4/1/2010 6/30/2010 745.950 607.300 609.486
7/1/2010 9/30/2010 678.900 587.600 676.139
10/1/2010 12/31/2010 793.280 669.430 789.737
1/1/2011 3/31/2011 843.730 771.710 843.548
4/1/2011 6/30/2011 868.570 772.620 827.429
7/1/2011 9/30/2011 860.370 634.710 644.156
10/1/2011 12/31/2011 769.460 601.710 740.916
1/1/2012 3/31/2012 847.920 736.780 830.301
4/1/2012 6/30/2012 841.060 729.750 798.487
7/1/2012 9/30/2012 868.500 765.050 837.450
10/1/2012 12/31/2012 853.570 763.550 849.350
1/1/2013 3/31/2013 954.000 849.330 951.542
4/1/2013 6/30/2013 1,008.230 898.400 977.475
7/1/2013 9/30/2013 1,082.000 981.300 1,073.786
10/1/2013 12/31/2013 1,167.960 1,037.860 1,163.637
1/1/2014 3/31/2014 1,212.823 1,082.717 1,173.038
4/1/2014 6/30/2014 1,193.964 1,082.531 1,192.964
7/1/2014 9/30/2014 1,213.550 1,101.675 1,101.676
10/1/2014 12/31/2014 1,221.442 1,040.472 1,204.696
1/1/2015 3/31/2015 1,268.162 1,151.295 1,252.772
4/1/2015 6/30/2015 1,295.996 1,211.126 1,253.947
7/1/2015 9/30/2015 1,275.899 1,078.633 1,100.688
10/1/2015 12/31/2015 1,205.079 1,080.606 1,135.889
1/1/2016 3/31/2016 1,134.078 943.097 1,114.028
4/1/2016 6/30/2016 1,190.172 1,085.883 1,151.923
7/1/2016 9/30/2016 1,263.460 1,131.713 1,251.646
10/1/2016 12/31/2016 1,392.714 1,156.085 1,357.130
1/1/2017 3/31/2017 1,414.824 1,335.038 1,385.920
4/1/2017 6/30/2017 1,433.790 1,345.244 1,415.359
7/1/2017 9/30/2017 1,493.555 1,349.354 1,490.861
10/1/2017 12/31/2017 1,559.607 1,454.165 1,535.511
1/1/2018 3/31/2018 1,615.517 1,436.427 1,529.427
4/1/2018 6/30/2018 1,708.098 1,482.897 1,643.069
7/1/2018 7/26/2018 1,708.563 1,631.056 1,695.360
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SUPPLEMENTAL DISCUSSION OF
U.S. FEDERAL INCOME TAX CONSEQUENCES
The following disclosure supplements, and to the extent inconsistent supersedes, the discussion in the product
prospectus supplement dated January 12, 2016 under “Supplemental Discussion of U.S. Federal Income Tax
Consequences.” The discussions below and in the accompanying product prospectus supplement do not address the tax
consequences applicable to holders subject to Section 451(b) of the Code.
Under Section 871(m) of the Code, a “dividend equivalent” payment is treated as a dividend from sources within the
United States. Such payments generally would be subject to a 30% U.S. withholding tax if paid to a non-U.S. holder.
Under U.S. Treasury Department regulations, payments (including deemed payments) with respect to equity-linked
instruments (“ELIs”) that are “specified ELIs” may be treated as dividend equivalents if such specified ELIs reference an
interest in an “underlying security,” which is generally any interest in an entity taxable as a corporation for U.S. federal
income tax purposes if a payment with respect to such interest could give rise to a U.S. source dividend. However, the
Internal Revenue Service (the “IRS”) has issued guidance that states that the U.S. Treasury Department and the IRS
intend to amend the effective dates of the U.S. Treasury Department regulations to provide that withholding on
dividend equivalent payments will not apply to specified ELIs that are not delta-one instruments and that are issued
before January 1, 2019. Based on our determination that the Notes are not delta-one instruments, non-U.S. holders
should not be subject to withholding on dividend equivalent payments, if any, under the Notes. However, it is possible
that the Notes could be treated as deemed reissued for U.S. federal income tax purposes upon the occurrence of certain
events affecting the Reference Assets or the Notes (for example, upon a Reference Asset rebalancing), and following
such occurrence the Notes could be treated as subject to withholding on dividend equivalent payments. Non-U.S.
holders that enter, or have entered, into other transactions in respect of the Reference Assets or the Notes should
consult their tax advisors as to the application of the dividend equivalent withholding tax in the context of the Notes
and their other transactions. If any payments are treated as dividend equivalents subject to withholding, we (or the
applicable withholding agent) would be entitled to withhold taxes without being required to pay any additional
amounts with respect to amounts so withheld.
SUPPLEMENTAL PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)
Delivery of the Notes will be made against payment for the Notes on July 31, 2018, which is the third (3rd) business
day following the Pricing Date (this settlement cycle being referred to as “T+3”). See “Plan of Distribution” in the
prospectus dated January 8, 2016. For additional information as to the relationship between us and RBCCM, please
see the section “Plan of Distribution—Conflicts of Interest” in the prospectus dated January 8, 2016.
In the initial offering of the Notes, they were offered to investors at a purchase price equal to par, except with respect
to certain accounts as indicated on the cover page of this document.
We expect that delivery of the Notes will be made against payment for the Notes on or about the Original Issue Date
set forth on the inside cover page of this document, which is more than two business days following the Pricing Date.
Under Rule 15c6-1 under the Securities Exchange Act of 1934, trades in the secondary market generally are required
to settle in two business days, unless the parties to that trade expressly agree otherwise. Accordingly, purchasers who
wish to trade the Notes more than two business days prior to the Original Issue Date will be required to specify an
alternate settlement cycle at the time of any such trade to prevent a failed settlement, and should consult their own
advisors.
The value of the Notes shown on your account statement may be based on RBCCM’s estimate of the value of the
Notes if RBCCM or another of our affiliates were to make a market in the Notes (which it is not obligated to do). That
estimate will be based upon the price that RBCCM may pay for the Notes in light of then prevailing market
conditions, our creditworthiness and transaction costs. For a period of approximately 12 months after the issue date of
the Notes, the value of the Notes that may be shown on your account statement may be higher than RBCCM’s
estimated value of the Notes at that time. This is because the estimated value of the Notes will not include the
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underwriting discount and our hedging costs and profits; however, the value of the Notes shown on your account
statement during that period may be a higher amount, reflecting the addition of RBCCM’s underwriting discount and
our estimated costs and profits from hedging the Notes. This excess is expected to decrease over time until the end of
this period. After this period, if RBCCM repurchases your Notes, it expects to do so at prices that reflect their
estimated value.
No Prospectus (as defined in Directive 2003/71/EC (as amended, the “Prospectus Directive”)) will be prepared in
connection with the Notes. Accordingly, the Notes may not be offered to the public in any member state of the
European Economic Area (the “EEA”), and any purchaser of the Notes who subsequently sells any of the Notes in any
EEA member state must do so only in accordance with the requirements of the Prospectus Directive, as implemented
in that member state.
The Notes are not intended to be offered, sold or otherwise made available to, and should not be offered, sold or
otherwise made available to, any retail investor in the EEA. For these purposes, the expression “offer" includes the
communication in any form and by any means of sufficient information on the terms of the offer and the Notes to be
offered so as to enable an investor to decide to purchase or subscribe the Notes, and a “retail investor” means a person
who is one (or more) of: (a) a retail client, as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as
amended, “MiFID II”); or (b) a customer, within the meaning of Insurance Distribution
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Directive 2016/97/EU, as amended, where that customer would not qualify as a professional client as defined in point
(10) of Article 4(1) of MiFID II; or (c) not a qualified investor as defined in the Prospectus Directive. Consequently,
no key information document required by Regulation (EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for
offering or selling the Notes or otherwise making them available to retail investors in the EEA has been prepared, and
therefore, offering or selling the Notes or otherwise making them available to any retail investor in the EEA may be
unlawful under the PRIIPs Regulation.
STRUCTURING THE NOTES
The Notes are our debt securities, the return on which is linked to the performance of the Reference Assets. As is the
case for all of our debt securities, including our structured notes, the economic terms of the Notes reflect our actual or
perceived creditworthiness at the time of pricing. In addition, because structured notes result in increased operational,
funding and liability management costs to us, we typically borrow the funds under these Notes at a rate that is more
favorable to us than the rate that we might pay for a conventional fixed or floating rate debt security of comparable
maturity. Using this relatively lower implied borrowing rate rather than the secondary market rate, is a factor that
reduced the initial estimated value of the Notes at the time their terms were set. Unlike the estimated value included in
this pricing supplement, any value of the Notes determined for purposes of a secondary market transaction may be
based on a different funding rate, which may result in a lower value for the Notes than if our initial internal funding
rate were used.
In order to satisfy our payment obligations under the Notes, we may choose to enter into certain hedging arrangements
(which may include call options, put options or other derivatives) on the issue date with RBCCM or one of our other
subsidiaries. The terms of these hedging arrangements take into account a number of factors, including our
creditworthiness, interest rate movements, the volatility of the Reference Assets, and the tenor of the Notes. The
economic terms of the Notes and their initial estimated value depend in part on the terms of these hedging
arrangements.
The lower implied borrowing rate is a factor that reduced the economic terms of the Notes to you. The initial offering
price of the Notes also reflects the underwriting commission and our estimated hedging costs. These factors resulted
in the initial estimated value for the Notes on the Pricing Date being less than their public offering price. See “Selected
Risk Considerations—The Initial Estimated Value of the Notes Is Less than the Price to the Public” above.
VALIDITY OF THE NOTES
In the opinion of Norton Rose Fulbright Canada LLP, the issue and sale of the Notes has been duly authorized by all
necessary corporate action of the Bank in conformity with the Indenture, and when the Notes have been duly
executed, authenticated and issued in accordance with the Indenture and delivered against payment therefor, the Notes
will be validly issued and, to the extent validity of the Notes is a matter governed by the laws of the Province of
Ontario or Québec, or the laws of Canada applicable therein, and will be valid obligations of the Bank, subject to
equitable remedies which may only be granted at the discretion of a court of competent authority, subject to applicable
bankruptcy, to rights to indemnity and contribution under the Notes or the Indenture which may be limited by
applicable law; to insolvency and other laws of general application affecting creditors’ rights, to limitations under
applicable limitations statutes, and to limitations as to the currency in which judgments in Canada may be rendered, as
prescribed by the Currency Act (Canada).  This opinion is given as of the date hereof and is limited to the laws of the
Provinces of Ontario and Québec and the federal laws of Canada applicable thereto. In addition, this opinion is subject
to customary assumptions about the Trustee’s authorization, execution and delivery of the Indenture and the
genuineness of signatures and certain factual matters, all as stated in the letter of such counsel dated January 8, 2016,
which has been filed as Exhibit 5.1 to Royal Bank’s Form 6-K dated January 8, 2016.
In the opinion of Morrison & Foerster LLP, when the Notes have been duly completed in accordance with the
Indenture and issued and sold as contemplated by the prospectus supplement and the prospectus, the Notes will be
valid, binding and enforceable obligations of the Bank, entitled to the benefits of the Indenture, subject to applicable
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bankruptcy, insolvency and similar laws affecting creditors’ rights generally, concepts of reasonableness and equitable
principles of general applicability (including, without limitation, concepts of good faith, fair dealing and the lack of
bad faith). This opinion is given as of the date hereof and is limited to the laws of the State of New York.  This
opinion is subject to customary assumptions about the Trustee’s authorization, execution and delivery of the Indenture
and the genuineness of signatures and to such counsel’s reliance on the Bank and other sources as to certain factual
matters, all as stated in the legal opinion dated January 8, 2016, which has been filed as Exhibit 5.2 to the Bank’s Form
6-K dated January 8, 2016.
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