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6WUDWHILF UHSRUW

+RZ ZH YH GRQH

$W D JODQFH

&KDLU V VWDWHPHQW

0DQDJLQJ 'LUHFWRU V UHYLHZ

JLOQODQFLDO UHYLHZ

$OWHUQDWLYH SHUIRUPDQFH PHDVXUHV

2XU VWUDWHJ\

6XVWDLQDELOLW\

1RQ ILQDQFLDO DQG VXVWDLQDELOLW\ LQIRUPDWLRQ VWDWHPHQW
BHFWLRQ VWDWHPHQW

SLVN PDQDIJHPHQW UHSRUW

,QWURGXFWLRQ

5LVN JRYHUQDQFH

7KUHH OLQHV RI GHIHQFH

5LVN DSSHWLWH

5LVN DVVHVVPHQW

&XUUHQW DQG HPHUJLQJ ULVNV DQG XQFHUWDLQWLHYV

*RYHUQDQFH DQG RYHUVLIKW

&RUSRUDWH JRYHUQDQFH UHSRUW
%RDUG RI '"LUHFWRUYV
'LUHFWRUV UHSRUW

JLQDQFLDO VWDWHPHQWYV

6WDWHPHQWFRMRUY UHVSRQVLELOLWLHV

,QGHSHQGHQW $XGLWRU V UHSRUW

&RQVROLGDWHG DQG SDUHQW FRPSDQ\ ILQDQFLDO VWDWHPHQWYV
I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

*HQHUDO LQIRUPDWLRQ

*ORVVDU\ RI WHUPYV

LWKLQ WKLV GRFXPHQW DQ\ UHIHUHQFH PDGH WR x$,% 8.8 x7KH %DQN@ RU x7KH &RPSDQ\@ ZLOO UHO
*URXS@ ZLOO UHODWH WR $,% *URXS 8. S OF DQG LWV VXEVLGLDULHV 5HIHUHQFH PDGH WR x$,% SC
UHIHUMQRFHWKH 3DUHQW *URXS®@ ZLOO UHODWH WR $0O0OLHG ,ULVK %DQNV S O F DQG LWV VXEVLGLDU\ XC
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6WUDWHJIJLF UHSRUW

+RZZKYH GRQH
SHUIRUPDQFH
)LQDQFLDO SHUIRUPDQFH

1HW LOQWHUHVW
PDUJLQ

6WURQJ 1,0 GXH WR KLJKHUYSS
HQYLURQPHQW '

e D WH

,QFUHDVHG \LHOGV RQ LQWHUHYV V UHIO
KLIJKHU UDWH HQYLULRIIVHW E\ D QU
LQ LQWHUHVW H[SHQVH
TRWDO P
DGMXVWHG
&ROQWLQXHG IRFXV RQ FRVW
FRVWYV &RVW LQFUHDVHV DV D UHVXOW R RPELQHC
ZLWK WKH FRVW RI UHJXODWRU\ S
6WDWXWRU\ RSHUDWLQJ HJ[SZ.
LQFOXGLQJ UHVWUXFWXULQJ FRV
3URYLVH§Q P T e
UHOHDYV : -
1HW FUHGLW LPSDLUPHQW ZU L A
GXH WR DQ LPSURYLQJ PDFUR HFR
FRPELQHG ZLWK WKH GLVSRVDO R PLQJ
SRUWIROLR &RQVHUYDWLYH DSS Ui VLRQLQ
DSSURSULDWH FRYHUDJH
SURILW DdWHUP
WD |
3URILW DIWHU WD[ RI'd P XS VHG
QHW LQFRPH LQ D KLJKHU UDWH HE WURQJ ¥
PDQDJHPHQW DQG (& ZULWHEDFN ||l
1HZ d E
OHQGLQJ
ERQWLQXHG IRFXV RQ FRUH
.H\ VHFWRUV UHPDLQHG UHVLOLH{( NHW
XQFHUWDLQW\ DQG ULVLQJ LQWH
I1HW ORD@V E
GHFUHDVH LQ QHW ORDQV
/JRZHU QHW ORDQV GXH WR VDOH | QJ ORD(

WKH \HDU DQG FKDOOHQJLQJ OHQ
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1RQ E
SHUIRUPLQJ

RI JURVV ORDQV
ORDQV '"HFUHDVH LQ QRQ SH%IRUPLQJ OR

RQJ

UHSD\PHQWYV LQ DFFRPSDQLHG
SHUIRUPLQJ ORDQV

& XVWRP E

DFFRXQ
&EXVWRPHU EDODQFHYVY GHFU
/IRZHU FXVWRPHU EDODQFHY GULY RQ RI
VWUDWHILF H[LW RI *% 60( PDUNH U
RXWIORZV GXH WR ULVLQJ OLYLQ i PSHWLW
PDUNHWSODFH )

&(7 UDWLR
6WURQJ FDSLWDO EDVH
6WURQJ DQG UREXVW FDSLWDO H( ZHOO
SRVLWLRQHG IRU VXVWDLQDEOH XGHG

d P VKDUH EX\EDFN

1RQLQDQFLDO DQG V3WW IRUQFEQ OH. W\

*UHHQ Q

OHQGLQu
GHFUHDVH ZLWK D KLJKHU SURSRUWLRQ RI
VRFLDO DQG QRQ JUHHQ OHQGLQJ

d P RIJUHHQ OHQGLQJ GXULQJ WR VXSSRUW WKH
WUDQVLWLRQ WR D ORZHU FDUERQ HFRQRP\
1HW SURI U
VFRUH 1.
SRLQW LQFUHDVH LQ DYHUDJH 136 $,% 1,
SHWDLO

,PSURYHPHQW LQ FXVWRPHU VDWLVIDFWLRQ PHWULFV
*HQGHU
EDODQF..

,QFUHDVH LQ ZRPHQ DV D
PDQDJHPHQW

‘H UHPDLQ FRPPLWWHG WR GHOL
GLYHUVLW\ DIJHQGD

7KHVH PHDVXUHYV DUH FRQVLGHUHG $OWHUQDWLYH 3HUIRUPDQFH OHDVXUHYV $30V DV WKH\ DUH QR
VWDWXWRU\ UHVXOWYV SURYLGH DGGLWLRQDO LQIRUPDWLRQ WR XVHUV RI WKHVH ILQDQFLDO VWDWHP|

)JXUWKHU LQIRUPDWLRQ RQ WKH FDOFXODWLRQ RI WKHVH DGMXVWHG PHDVXUHVVRERENKDZUBHFR@FILE&H D WU
WR WKH VWDWXWRU\ UHVXOWYV

7KH &RPPRQ (TXLW\ 7LHU & (7 UDWLR IRU LQFOXGHV DGG EDFNV IRU &29,' UHOLHIV :KHQ W
'"HFHPEHU UHGXFHV IURP WR

6HH 6 XVWDLQDEOH /HQGLQJ )UDPHZRUN IRU GHILQLWLRQV DQG UHTXLUHPHQWYV IRU xJUHHQ OHQGLQJ@

1HZ PHDVXUH EHLQJ UHSRUWHG DV RI BUHYLRXV UHSRUWLQJ KDV EHHQ RQ ZRPHQ DV D RI PDQDJHI
EHHQ XSGDWHG WR UHIOHFW WKLV FKDQJH
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$W D JODQFH
+RZ ZH EDFN RXU FXVWRPHUYV

$,% 8. RSHUDWHV LQ WKH WZR GLVWLQFW PDUNHWYYQ RUKHDMDWU%WIDW QL QH §¥&SBRU
FXVWRPHUV ZLWK D FRPSUHKHQQQ/QGEHGCMWBRURRNFWHQ RUQHIULQJ VSHFLILF VHFWRU
,UHODQG ZH RIIHU D IXOO VHUYLFH UHWDLO EDQNLQJ VHUYLFH WR SHUVRQDO D

EXVLQOBGQJ
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&KDLUxV VWDWHPHQW

‘'H FDQ EH SURXG RI RXU DFl
WR GDWH LQ VWUHQJWKHOQLC
VWUHDPOLQLQJ RXU EXVLQH"
PDGH D VLJQLILFDQW WUDQV
%DQNxV SRVLWLRQ IRU LWV |

:LOOLDP )DOO

, QWURGXFWLRQ

,Q $,% 8. HQWHUHG WKH ILQDO \HDU RI LWV WKUHH \HDU VWUDWHJI\ IRFXVHG
EXLOG D ORQJ WHUP VXVWDLQDEOH EXVLQHVV IRU RXU FXVWRPHUV RXU SHRS(
GHOLJKWHG WR UHSRUW WKDW WKLV WKUHH \HDU SHULRG LV QRZ ODUJHO\ FRPS
IRFXV RQ LWV FRUH DFWLYLWLHV ERWK LQ 1RUWKHUQ ,UHODQG DV ZHOO DV
RSSRUWXQLWVYHV RDYVEBHUDZQ WRHW FORWHOUHDG\ EHIJILQQLQJ WR VHH WKH LPSDF\
SURGXFQWo/ FDSDELOLWLHYV ZH SURYLGH WR RXU FXVWRPHUV DQG WKLV ZLOO RQO!

:KLOH ZH KDYH EHHQ ILQLVKLQJ WKLV WDVN LW ZDV HYLGHQW WKDW WKHUH FRQC
SURVSHFW RI VORZHU HFRQRPLF JURZWK DQG LQIODWLRQ 7KLV KDV FKDOOHQJHC

UHWDLO FXVWRPHUV DV WKH FRVW RI OLYLQJ LQWHUHVW UDWH FRVWY DQG LPSI

J)LQDQFLDO SHUIRUPDQFH DQG EXVLQHVYV VWUDWHJ\

$,% 8. UHFRUGHG D VWDWXWRU\ SURILW EHIRUH WD[DWLRQ RI d P RRWWRH \HDU
7TKH %DQNxV UHVXOWY UHIOHFW LQFUHDVLQJ QHW LQWHUHVW LQFRPH GXH WR KL
RI (QJODQG EDVH UDWH WKURXJKRXW VWURQJ FRVW PDQDJHPHQW DQG D FU
FRQVHUYDWLYH SRUWIROLR PDQDJHPHQW DV ZHOO DV DQ LPSURYLQJ PDFURHFRC
SHUIRUPLQJ SRUWIROLRFWH YYHRQ\WHRXBIIH VREKWDW QRQ SHUIRURXQ JH DFFROLXW I Q\CR UH G )
WRWDO JURVY ORDQV

7KH %DQN FRQWLQXHG WR JURZ LWV EXVLQHVV LQ RXU FKRVHQ PDUNHWYV KDYL
6XVWDLQDELOLW\ LV D FUXFLDO SULRULW\ RQ WKH %DQNxV DIJHQGD VR LW LV ¢
VXSSRUW RI UHQHZDEOH DQG VXVWDLQDEOH LQGXVWULHYV

,Q OLQH ZLWK WKH FDUHIXO PDQDJHPHOQRN RRRNR B BVWEIRED WRHRBEAHRWYJ /WO XFW XU
VKDUH EX\EDFN SURJUDPPH DQG WKH LVVXLQJ RI $GGLWLRQDO 7LHU W$Q DQG
OLQH ZLWK WKLV ZH DUH ORRNLQJ WR SURSRVH DQ RUGLQDU\ GLYLGHQG WR E
ODQGPDUNVY RQ RXU MRXUQH\ WR UHWXUQLQJ WKH 8. VXEVLGLDU\ WR D SURILWDE

&EXVWRPHUY DQG FROOHDJXHYV

2XU FXVWRPHUY UHPDLQ DW WKH IRUHIURQW RI RXU PLQGYV QRW OHDVW WKRVH \
ZKHQ PDQ\ SHRSOH DUH FRQFHUQHG DERXW WKH VKDUS ULVH LQ LQWHUHVW UD
LQFRPHY 7KURXJK LPSOHPHQWDWLRQ RI RXU VWUDWHJILF DLPV ZH DUH HQVXI
FXVWRPHUV WKURXJK DQ XQFHUWDLQ HFRQRPLF SHULRG

‘H KDYH LQWURGXFHG SKRYPEB WRRPXHUHW WKH )LQDQFLDO &RQGXFW $XWKRULW\
VLIQHG XS WR WKH FRPPLWPHQWY LQ WKH ORUWJDJH &KDUWHU DQG LQWURGXF
GHPRQVWUDWLQJ RXU FRPPLWPHQW WR IRFXVLQJ RQ DFKLHYLQJ JRRG FXVWRPHI
DQG YDOXHV

‘H FRQWLQXHG WR DGRSW D K\EULG ZRUNLQJ PRGHO WWRR X URWRLBBLOWHDLWQHD $S&N
ZRUN OLIH EDODQFH :H KDYH DOVR FRQWLQXHG WR SURPRWH D UDQJH RI UHV
HQJDJHPHQW DPRQOWWJIRXY FR

JHHGEDFN IURP RXU FROOHDJXHYV KDV DOZD\V EHHQ LQYDOXDEOH WR XV WR KHOS
WKHLU EHVW HYHU\ GD\ :H UHODXQFKHG RXU $,% (QJDJH 6XUYH\ LQ WR HQDI

$,% 8. *URXS@V SHUIRUPDQFH DQG NH\ SHUIRUPDQFH LQGLFDWRUVY DERYH DUH DGMXVWHG WR H[FOXGH
WUHQGV Rl WKH EXVLQHVV 7KHVH PHDVXUHV DUH FRQVLGHUHG $30V DQG D GHVFULSWLRQ RI $,% 8. *URX
WKLV UHSRUW $ UHFRQFLOLDWLRQ WR WKH VWDWXWRU\ YLHZ RI SHUIRUPDQFH LV LQFOXGHG LQ WKH )LQG
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DFWLRQ RQ WKDW ZH IHHO ZLOO PDNH WKH ELJIJHVW FROOHFWLYH LPSDFW 7KH
VDWLVIDFWLRQ ZLWK WKH %DQN DV D SODFH WR ZRUN DQG ZH DUH FRPPLWW
HQYLURQPHQW RXU FROOHDJXHV ZRUN LQ

%»RDUG RI 'LUHFWRUYV

7KHUH ZHUH VHYHUDO FKDQJHV WR WKH %RDUG LQ LOQFOXGLQJ D QXPEHU RI C
H[SHUWLVH DQG OHDGHUVKLS

5RJHU 3HUNLQ UHWLUHG LQ ODUFK DV 1RQ ([HFXWLYH 'LUHFWRU DQG &KDLU R
%RDUG :H WKDQN 5RJHU IRU KLV LQSXW WR WKH %RDUG DQG IRU EHLQJ D JXLGH
HIHFXWLRQ RI RXU UHVWUXFWXULQJ SODQ :H HIWHQG RXU EHVW ZLVKHV WR KLP
LV DQ H[SHULHQFHG 'LUHFWRU DQG 7UXVWHH ZLWK VLJQLILFDQW H[SHULHQFH

ELRJUDSK\

$QQH :HDWKHUVWRQ ZDV DSSRLQWHG DV 1RQ ([HEXWLYH 'LUHFWRU LQ -DQXDU\
VHUYHG RQ WKH %RDUG VLQFH DQG DV &KDLU Rl WKH 7HFKQRORJ\ DQG 2SH
RYHUVHHLQJ RXU DUHDV RI WHFKQRORJ\ DQG RSHUDWLRQV ZDV WUDQVIRUPDW!|
FROOHDJXHV :H ZLVK 7UDFH\ DOO WKH EHVW ZLWK KHU IXWXUH HQGHDYRXUV $¢
WHFKQRORJ\ VHFWRU ZKHUH VKH SOD\HG DQ LQIOXHQWLDO UROH LQ OHDGLQJ ED
IRU $QQH V ELRJUDSK\

6DOO\ &ODUN ZDV DSSRLQWHG WR WKH %RDUG DV D 1RQ ([HFXWLYH 'LUHFWRU Ut
HI[HFXWLYH UROH ZLWK DQRWKHU ILQDQFLDO LQVWLWXWLRQ 6KHOOH\ EURXJKW
%RDUG GLVFXVVLRQV DQG KHU LQVLJKWYV ZLOO EH PLVVHG 6DOO\ MRLQV WKH %R
WKH ILQDQFLDO PDUNHWY VHH SDJH IRU 6DOO\ V ELRJUDSK\

2XWORRN

$V ZH PRYH IRUZDUG IURP RXU WKUHH \HDU VWUDWHJI\ ZH FDQ EH SURXG Rl RX!
VWUHDPOLQLQJ RXU EXVLQHVYVY :‘H KDYH PDGH D VLIJQLILFDQW WUDQVIRUPDWLRQ

/IRRNLQJ IRUZDUG ZH FDQ EXLOG RQ WKH PRPHQWXP RI D VXFFHVVIXO \HDU LQ

RITHULQJ LPSURYH WKH FXVWRPHU H[SHULHQFH DQG HQJDJHPHQW DQG OHYHUD/
UDLVH RXU PDUNHW SURILOH DQG DFKLHYH SUXGHQW EDODQFH VKHHW JURZWK :lI
UHDO VXVWDLQDEOH YDOXH LQ WKH \HDUV DKHDG IRU DOO RXU VWDNHKROGHUYV

:LOOLDP )DOO
&KDLU

ODUFK
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ODQDJLQJ 'LUHFWRU \

U:H DUH SOHDVHG WR KDYH VXS
FXVWRPHUV WKURXJK DQRWKHU
LQ 2XU VWURQJ UHVXOWYV SF
EXVLQHVVY ZHOO WR IXUWKHU LP
OHYHUDJLQJ RXU VWURQJ SDUHC
8. PDUNHWYV LQ DQG EH\RQGU

+LODU\ *RUPOH\

, QWURGXFWLRQ

‘H DUH SOHDVHG WR KDYH VXSSRUWHG RXU FXVWRPHUV WKURXJK D FKDOOHQ.
FRPPLWPHQW RI EXLOGLQJ DQG JURZLQJ PRUH VXVWDLQDEOH FRPPXQLWLHYV IRU F

EURXJKW D GLYHUVH VHW RI RYHUODSSLQJ JOREDO FKDOOHQJHV :KLOVW
H[SHFWHG WKH PDFUR HFRQRPLF FRQGLWLRQV KDYH UHPDLQHG D FKDOOHQJH 7
ZLWK SHUVLVWHQW KLJK LQIODWLRQ ULVLQJ LOQOWHUHVW UDWHYV DQG ZLGHU HFR
DFWLYLW\

‘H UHPDLQHG G\QDPLF LQ VXSSRUWLQJ RXU FXVWRPHUV WKURXJK WKHVH FR
WUDQVIRUPDWLRQ DQG GHOLYHUHG RQ RXU DPELWLRQ WR VWUHDPOLQH DQG VWI
IRUWKHUQ ,UHODQG ZKHUH ZH SURYLGH IXOO EDQNLQJ VHUYLFHV DFURVV SHUYV
SURYLGH IXQGLQJ VROXWLRQV IRU RXU FKRVHQ VHFWRUYV

‘H KDYH SURYLGHG D QXPEHU RI VXSSRUWV WR RXU FXVWRPHUV ERWK LQ FRUS
EXVLQHVYVY OHQGLQJ 7KURXJKRXW WKLV SHULRG RI FKDQJH ZH KDYH FRQWLQXHC
ZLWK RXU UHJXODWRU\ ERGLHYV

, DP SOHDVHG WKDW $,% 8. KDV KDG D VWURQJ ILQDQFLDO SHUIRUPDQFH LQ
IXOO \HDU DQG GHOLYHULQJ D UHWXUQ RQ HTXLW\ RI 1HW LQWHUHVW LQFRPH
DV D UHVXOW RI WKH FRQWLQXHG ULVLQJ LQWHUHVW UDWH HQYLURQPHQW LQ

DQG WKLV \HDU ZH KDYH EHHQ LQ D SRVLWLRQ WR UHWXUQ FDSLWDO WR RXU VKD

7KH H[FHOOHQW RXWFRPHY KDYH EHHQ GHOLYHUHG E\ D G\QDPLF WHDP RI FROOH
WR GHOLYHULQJ IRU DOO RXU FXVWRPHUV

6 XSSRUWLQJ FXVWRPHUYV

JRU &RUSRUDWH %DQNLQJ ZH KDYH GHHSHQHG RXU VXSSRUW IRU EXVLQHVYV WKU
WHDPV ZLWK EHVSRNH VHFWRU H[SHUWLVH DQG VSHFLDOLVP :H HVWDEOLVKHG D
DQG VXFFHVVIXO LQ SURPRWLQJ RXU DSSHWLWH DQG FDSDELOLW\ 'XULQJ 8.
FRUSRUDWH WHDPV DFURVV WKH ZLGHU $,% JURXS SURYLGLQJ VWURQJ HQWH
FXVWRPHUV WR PD[LPLVH EXVLQHVV RSSRUWXQLWLHY RQ D ODUJHU VFDOH

‘H GHOLYHUHG d E LQ QHZ OHQGLQJ RI ZKLFK ZDV JUHHQ ILQDQFH DFURVV W
DQG SHUVRQDO OHQGLQJ

2XU UHWDLO FROOHDJXHV KDYH WUXO\ EHHQ WUXVWHG DGYLVRUV GHOLYHULQJ V
JRDOV TXLFNO\ FRQILGHQWO\ DQG VXVWDLQDEO\ $V WKH LQWHUHVW F\FOH KDV
HVWDEOLVKHG D GHGLFDWHG &XVWRPHU '"HSRVLW RXWUHDFK WHDP IRU RXU VDYL

,Q NHHSLQJ ZLWK RXU PHDVXUHG DSSURDFK WR SULFLQJ IRU ERWK PRUWJDJHV D
PRUWJDJH RITHULQJ FRPSHWLWLYHO\ DQG ODXQFKHG D QHZ GLIJLWLVHG SODWIRUI

‘H IXUWKHU IRFXVHG RQ UHYLHZLQJ RXU FXVWRPHU MRXUQH\ DSSURDFK DOLJQHG
HQVXUH WKDW DW DQ LQGXVWU\ OHYHO ZH DUH GHOLYHULQJ JRRG FXVWRPHU RX
HFRQRPLF XQFHUWDLQW\ DQG ULVLQJ LQWHUHVW UDWH HQYLURQPHQW ZH SUL
RITHULQJ WDLORUHG DVVLVWDQFH DQG VSHFLDOLVW VXSSRUW :H ZHUH DOVR SC
ORUWJIDJH &KDUWHU UHLQIRUFLQJ RXU SXUSRVH WR IRFXV RQ VXSSRUWLQJ RXU F
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DG ZH ZLOO FRQWLQXH WR VXSSRUW DQG IRVWHU VWURQJHU FXVWRI
H PHDQLQJIXO DQG UHOHYDQW FXVWRPHU H[SHULHQFHYV

6XSSRUWLQJ WDOHQW DQG FXOWXUH

2XU SHRSOH DQG FXOWXUH UHPDLQ DW WKH KHDUW RI RXU VXFFHVV GXULQJ
DQG LQWHUQDO WDOHQW UHFUXLWPHQW DQG SURPRWLRQV LQFOXGLQJ JUDGXDW

‘H KRVWHG HPSOR\HH OHG SHUVRQDO VXSSRUW HYHQWY RQ NH\ LVVXHV DQG LPS
ZKHUH HYHU\ FROOHDJXH LV VXSSRUWHG WR EULQJ WKHLU DXWKHQWLF VHOI WR 7

‘H FRQWLQXHG WR HYROYH RXU SURJUHVVLYH SHRSOH SROLFLHVY LQFOXGLQJ HQ
IRU SUHJQDQF\ ORVV SROLF\ DQG LQWURGXFHG D QHZ RQH RIl OHDYH SROLF\ IR
GXULQJ HPSOR\PHQW ,Q OLQH ZLWK WKH RQJRLQJ FRVW RI OLYLQJ FULVLV FROO
WKH HTXLYDOHQW RI d

‘H ZHUH GHOLJKWHG ZKHQ LQ DGGLWLRQ WR D QXPEHU RI VRFLDO DQG EXVLQHV
ILQDOLVW LQ WKH <RXQJ %DQNHU RI WKH \HDU DZDUGV WKH WKLUG \HDU LQ D
DFKLHYLQJ VXFK VXFFHVYV

SLVINQG FDSLWDO

7KH 8. KDV D VWURQJ FDSLWDO EDVH ZLWK D &(7 UDWLR RI DQG 7TRWDO &DSL'
LQ H[FHVV RI PLQLPXP FDSLWDO UHTXLUHPHQWYV :LWK VXFK D VWURQJ EDVH D
HPEDUNHG RQ D MRXUQH\ WR UHVWUXFWXUH DQG RSWLPLVH RXU FDSLWDO VWDF!
FRXSOHG ZLWK $,% 8. LVVXLQJ d P RI $7 DQG d P RI 7LHU FDSLWDO LQVWUXP
QDWXUH IRU $,% 8. DQG ZH ZLOO VHHN WR SURSRVH DQ RUGLQDU\ GLYLGHQG SEC
IXUWKHU JHQHUDWLQJ UHWXUQV WR RXU VKDUHKROGHU

7KHUH zDV D KHLIJKWHQHG DZDUHQHVY RI OLTXLGLW\ ULVN DFURVV WKH LQGXVW
RI WKLV ZDV FRQWDLQHG LW EURXJKW DQ LQFUHDVHG IRFXV RQ OLTXLGLW\ PDQI
IXQGLQJ EDVH $,% 8. PDLQWDLQHG VWURQJ OLTXLGLW\ PHWULFV WKURXJKRXW V

DQG 1HW 6WDEOH )XQGLQJ 5DWLR 16)5 RI DwW '"HFHPEHU DQG KD
FRQVLVWLQJ ODUJHO\ RI LQVXUHG UHWDLO GHSRVLWYV

$,% 8.xV SRUWIROLR UHPDLQHG UREXVW WKURXJK DQG RXU DVVHVVPHQW RI L
FROQWLQXH WR PDLQWDLQ DQ DSSURSULDWH ULVN DSSHWLWH VXVWDLQHG E\ D IR
WUDQVDFWLRQV

'"HVSLWH UHFHQW UHGXFWLRQV LQ IRUHFDVW SHDN LQWHUHVW UDWHV WKH KLJK
PRVW VLJQLILFDQW FUHGLW ULVN IDFWRU DQG ZKLOVW ZH KDYH VHHQ VRPH E
LQFUHDVHG UHILQDQFH ULVN RU DVVHW YDOXH GHFOLQHV WKH SHUIRUPDQFH
H[SHFWDWLRQYV

GXFH QRQ SHUIRUPLQJ H[SRVXUHV DQG WKH\ QRZ

,Q ZH FRQWLQXHG WR U
IURP DW WKH HQG RI

H
FXVWRPHUV D UHGXFWLRQ I1U

2SHUDWLRQDO HIILFLHQF\

2XU VWUHDPOLQHG RSHUDWLQJ PRGHO KDV UHVXOWHG LQ VWURQJHU FDSDELOL'
PRELOH DSS LQ SURYLGLQJ FXVWRPHUV ZLWK DQ HDV\ ZD\ RI PDQDJLQJ WKHLU

‘H FRQWLQXH WR PRYH WRZDUGYV D PRUH VHDPOHVV FUHGLW MRXUQH\ DQG SURFH
:H DUH DOVR FRPPLWWHG WR SURWHFWLQJ FXVWRPHUV IURP IUDXG DQG HGXFDW
RQ WKH EHVW zZD\V WR NHHS WKHLU PRQH\ DQG GHWDLOV VDIH $V ZHOO DV SUF

LQFLGHQW LV LQYHVWLIJDWHG SURPSWO\ DQG GHDOW ZLWK RQ D FDVH E\ FDVH E|
IUDXG ZLWKLQ $,% 1, ZHUH UHODWLYHO\ ORZ DQG ZH FRQWLQXH WR IRFXV RQ SUH

6XVWDLQDELOLW\

,Q RXU 3DUHQW *URXS WULSOHG LWV FOLPDWH DFWLRQ IXQG LQLWLDWLYH V
GHGLFDWLRQ WR RXU FXVWRPHUV RXU FOLPDWH DQG RXU SODQHW

.Q $,% 8. FRQWLQXHG WR IRFXV RQ JUHHQ DQG VRFLDO OHQGLQJ GHOLYHULQ.
RXU 6FRSH ORFDWLRQ EDVHG@ HPLAMH@® GRESDUHG WR

6WUDWHJILF FRPPXQLW\ SDUWQHUVKLSY YROXQWHHULQJ FRUSRUDWH JLYLQJ D
PHDQLQJIXO GLIIHUHQFH ,Q WKH $,% &RPPXQLW\ OLOOLRQ )XQG HQWHUHG
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WKH KHDUWYVY RI RXU FROOHDJXHV FXVWRPHUV DQG FRPPXQLWLHV ,Q $,% 8. WK
DQG 1RUWKHUQ ,UHODQG DQG LQ WKH ODVW WZR \HDUV 8. FKDULWLHYV KDYH EH

&ROOHDJIJXHYVY ZHUH HQWLWOHG WR WZR SDLG GD\V LQ WKH \HDU WR YROXQWHHU
RXU &RPPXQLW\ )XQG ZH VXSSRUWHG FKDULWLHY DORQJVLGH SDUWQHULQJ ZLW

‘H XQGHUVWDQG WKH LPSRUWDQFH RI VWUDWHJILF FROODERUDWLRQV LQ SURYLC
SDUWQHUVKLSYV ZLWK WKH 1, &KDPEHU RI &RPPHUFH DQG ,QVWLWXWH RI 'LUHF
FRQWULEXWH DQG VKRZFDVH VXVWDLQDELOLW\ LQLWLDWLYHV DQG LQQRYDWLRQ
,QGXVWU\ DQG 8. )LQDQFH FRQWULEXWH WR IRVWHULQJ FROOHFWLYH DQG HIIHFW

/IRRNLQJ IRUZDUG

TKURXJKRXW ZH GHPRQVWUDWHG U
D VWURQJ ILOQDQFLDO SHUIRUPDQFH Z
VXVWDLQDEOH ILQDQFLDO IXWXUH

HYVLOLHQFH DQG DJLOLW\ 7KH FRPPLWPHOQ\
KLOH VXSSRUWLQJ RXU FXVWRPHUV DQG

7KH PLQGVHW RI FRQWLQXRXV LPSURYHPHQW WKDW ZH KDYH ZRUNHG KDUG RQ R\
ZH ORRN IRUZDUG WR DQG EH\RQG 7KH HFRQRPLF ODQGVFDSH DORQJ ZLW
FKDQJH DQG RXU UHVSRQVHV ZLOO FRQWLQXH WR IOH[ RXU EXVLQHVV DQG IRFXV
ZH SUHSDUH WR GHOLYHU RQ RXU QHZ WKUHH \HDU VWUDWHJ\ ZKLFK SODFHV DQ
JUHHQLQJ RXU ORDQ ERRN DQG GULYLQJ JUHDWHU RSHUDWLRQDO HIILFLHQF\ $\
DQG EXLOG RQ WKH VWURQJ SODWIRUPV RI ODVW \HDU WR IXUWKHU VXSSRUW R
FRQWLQXH RXU RZQ MRXUQH\ WR QHW JHUR

$V SDUW RI VWUDWHJI\ RXU 3DUHQW LV JRLQJ WR EXLOG D *URXS ZLGH GHG
WKH EHIJLQQLQJ RI $,% 8. ZLOO ZRUN ZLWK RXU 3DUHQW RQ KRZ EHVW WR FR
EDQNLQJ SRUWIROLR

,Q VXSSRUW RI RXU 3DUHQW ZH DUH UHVROXWH LQ RXU VXVWDLQDELOLW\ FRPP
PRUH WKDQ RXU UHJXODWRU\ REOLJDWLRQV :H ZLOO XQGHUSLQ HYHU\WKLQJ Z
FRPPXQLWLHYV EXLOG D PRUH VXVWDLQDEOH IXWXUH

,Q FRQFOXVLRQ , DP FRQILGHQW WKDW ZLOO GHPRQVWUDWH KRZ ZH KDYH HY!
WR DFKLHYH D VXVWDLQDEOH EXVLQHVV IRU DOO RXU VWDNHKROGHUV IRU WKH |X

+LODU\ *RUPOH\
ODQDJLQJ 'LUHFWRU

ODUFK
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JLODQFLDO UHYLHZ

6WURQJ ILODQFLDO SHUIRUF
UREXVW FDSLWDO DQG OLTXI
SRVLWLRQV XV ZHOO WR GHC
UHWXUQV LQ WKH \HDUV DKH

-DQHW OF&RQNH\

%»DVLV RI SUHSDUDWLRAQ

7KLV )LQDQFLDO UHYLHZ LV SUHSDUHG XVLQJ ,QWHUQDWLRQDO )LQDQFLDO 5HSH
1RQ ,)56 PHDVXUHV LQFOXGH PDQDJHPHQW DQG UHJXODWRU\ SHUIRUPDQFH PH
3HUIRUPDQFH OHDVXUHV $30V $ GHVFULSWLRQ RI $,% 8. *URXSxV $30V DQG WK
$GMXWHYEXD@& RWKHU $30V PD\ EH FRQVLGHUHG LQ DGGLWLRQ WR EXW QRW L
SUHVHQWHG LQ DFFRUGDQFH ZLWK ,)56 7KHVH PDQDJHPHQW SHUIRUPDQFH PHDV>
YLHZ RI $,% 8. *URXSxV SHUIRUPDQFH DQG EXVLQHVV DFWLYLWLHV HQDEOLQJ WI
XQGHUVWDQG WKH ILQDQFLDO SHUIRUPDQFH DQG FRPSDUH SHUIRUPDQFH IURP
SUHVHQWHG VKRXOG EH FRQVLGHUHG LQ FRQMXQFWLRQ ZLWK ,)56 LQIRUPDWLRQ
IURP SDJRQZDUGYV

$ LARQFLQ LMW RHHQ WKH ,)56 VWDWXWRU\ DQG WKH DGMXVWHG PDQDJHPHQW SH
VHW RXW EHORZ

6XPPDU\ LQFRPH VWDWHPHQW dpP dP
1HW LQWHUHVW LQFRPH

$GMXVWHG RWKHU LQFRPH

7RWDO DGMXVWHG RSHUDWLQJ LQFRPH

7RWDO DGMXVWHG FRVWYV

5HIXODWRU\ IHHV

$GMXVWHG RSHUDWLQJ SURILW EHIRUH H[SHFWHG FUHGLW ORVVHV
1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH

$GMXVWHG SURILW EHIRUH WD]

/RVV RQ VDOH RI ORDQ SRUWIROLR

3RUWIROLR PLJUDWLRQ LQFRPH IHHV

9ROXQWDU\ VHYHUDQFH DQG DVVRFLDWHG SD\PHQWV

,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW

&XVWRPHU UHGUHVV

3RUWIROLR PLJUDWLRQ FRVWYV

3URILW ORVV RQ GLVSRVDO RI SURSHUW\

7RWDO DGMXVWPHQWYV

6WDWXWRU\ SURILW EHIRUH WD]J

7D

6WDWXWRU\ SURILW DIWHU WD|

o O

(0 3@ e Ne)

6XPPDU\ EDODQFH VKHHW dP dP
*URVV ORDQV WR FXVWRPHUYV

([SHFWHG FUHGLW ORVVHYV

1HW ORDQV

2WKHU DVVHWYV

7TRWDO DVVHWV

&XVWRPHU DFFRXQWYV

2WKHU OLDELOLWLHYV

6KDUHKROGHUVx HTXLW\

7TRWDO OLDELOLWLHY DQG VKDUHKROGHUVx HTXLW\

)JXUWKHU DQDO\VLV RI WKHVH DGMXVWPHQWY FDQ EH IRXQG RQ SDJH
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7RWDO DGMXVWHG RSHUDWLQJ LQFRPH DQG QHW LQWHUHVW PDUJLQ O1,0x

7TRWDO DGMXmNHG
RSHUDWLQJ L«

d P

6XPPDU\ LQFRPH VWDWHPHQW UHYLHZ

1,0

$GMXVWHG 2WK

d P
d P

d P

IHW LQWHUHVW LQFRPH

&KDQJH
dpP dp
1HW LQWHUHVW LQFRPH
$YHUDJH LOQOWHUHVW HDUQLQJ DVVHWYV
&KDQJH
1,0
1HW LQWHUHVW LQFRPH
o
U J .
[ o w‘
B 1HW LOQWHUHVWEB-OFGWHUHVW ROEV-V,OWHUHVW RQ Ol
1HW LQWHUHVNOWF ULRQERRE P FRPSDUHG WR GXH WR KLJKHU LQFRPH RQ DV
FROQWLQXHG ULVLQJ LQWHUHVW UDWH HQYLURQPHQW LQ 7KLV ZDV SDUWLDO
DVVHWY DQG KLJKHU LQWHUHVW UDWHV SDLG RQ FXVWRPHU GHSRVLWYV 7KH QHW
WR LQ 6HH SORW IXUWKHU GHWDLO
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$YHUDJH ED OKIHGIRWH V

<HDU HQGHG <HDU HQGHG
"HEHPEHU HFHPEHU
$YHUDJH UDJH$YHUDJH UDJH
EDODQFHQWHUH%WLDWHEDODQFHQWHUH%vaWH
$VVHWYV dpP dp dpP dpP

/IRDQV DQG DGYDQFHV IURP FXVWRPHUV

%DODQFHV ZLWK FHQWUDO EDQNV RWKHU
LOQWHUHVW HDUQLQJ DVVHWYV

$YHUDJH LQWHUHVW HDUQLQJ DVVHWYV
1RQ LQWHUHVW HDUQLQJ DVVHWYV
7RWDO DVVHWYV

/ILDELOLWLHY DQG HTXLW\

&XVWRPHU DFFRXQWYV
2WKHU LQWHUHVW EHDULQJ OLDELOLWLHYV

$YHUDJH LQWHUHVW EHDULQJ OLDELOLWLHYV
1RQ LQWHUHVW EHDULQJ OLDELOLWLHV
(TXLW\

7TRWDO OLDELOLWLHY DQG HTXLW\

I1HW LOQOWHUHVW LQFRPH

6HH QRWHV DQG IRU IXUWKHU GHWDLO RQ SDJH

$YHDUH LHUHVW HDUQLQJ DVVHWYV RI d E IEFQFRP S®OHHGHDMRHG E\ 7B AWAIRQ OO U
IXQGLQJ DV D UHVXOW RI WKH FRQFOXVLRQ RI WKH VWUDWHJILF H[LW IURP WKH
LQIODWILR® FBRVW RI OLYLQJ SUHVVXUHV KDV OHG WR ORZHU EDODQFHY DW FHQW!

$GMXVWH G RRRKPHHU

dP dpP

5HWDLO EDQNLQJ FXVWRPHU IHHV

&UHGLW UHODWHG IHHV

JRUHLJQ H[FKDQJH IHHV

6HUYLFH FKDUJH

&UHGLW FDUG FRPPLVVLRQ

2WKHU IHHV DQG FRPPLVVLRQ

JHH FRPPLVVLRQ H[SHQVH

,QWHUHVW UDWH FRQWUDFWYV

,QYHVWPHQW VHFXULWLHY HTXLW\

2WKHU (o]

$GMXVWHG 2WKHU LQFRPH

$GMWHRGHK) LQFRPH LQFUHDVHG E\ d P WR d P FRPSDAUM®DURHD\PGX® WR W
UHYDOXDWLRQ RI WKH KHTOGRW | DLLQUV KEDROHQWI D QRQ SHUIRUPLQJ ORDQ SRUWIRC
SRUWIROLR LQ KDYH EHHQ H[FOXGHG DQG FDWHJREUWHGHMM DQ $30 6HH SDJH

6WDWXWRU\ RWKHU LQFRPH ZDW RQP IRGXH WRSdd P ORVV RQ VDOH RI ORDQ SRUW
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7TRWDO DGMXVWHG FRVWY DQG FRVW LQFRPH UDWLR

7TRWDO DGMXVWHG VWV $GMXVWHG FRVW LQF]

d P
d P

FKDQJH
7RWDO DGMXVWHG FRVWV dP dpP
3HUVRQQHO FRVWV
*HQHUDO DGPLQLVWUDWLYH FRVWYV
'"HSUHFLDWLRQ LPSDLUPHQW DQG DPRUWLVDWLRQ
7RWDO DGMXVWHG FRVWYV

(PSOR\VHH QXPEHUV DW SHULRG HQG )7(
$YHUDJH HPSOR\HH QXPEHUV

7RWDO D GIMRNWWH G
7TRWDO DGMXVWHG FRVWYV KDYH LQFUHDVHG E\ d P WR d P FRPSDUHG WR

SHUVRQQHO FRVWYV LQFUHDVHG E\ d P FRPSDUHG WR GULYHQ E\ D FRPELQL
UHPXQHUDWLRQ SURYLVLRQ UDLVHG LQ UHVSHFW RI SD\DEOH LQ VHH QR

*HQHUDO DQG DGPLQLVWUDWLYH FRVWY KDYH LQFUHDVHG E\'d P FRPSDUHG WR
UHIOHFWLQJ FRVWY DVVRFLDWHG ZLWK LPSOHPHQWDWLRQ RI FRQVXPHU GXW\ R
UHGUHVYV

'"HSUHFLDWLRQ LPSDLUPHQW DQG DPRUWLVDWLRQ FRVWY GHFUHDVHG E\ d P GXH

6WDWXWRMWBSHUDWLQJ HISIPQNVN®Y RILQFUHDVHG IURP d P LQ ZLWK DERYH
LQFUHDVHG YROXQWDU\ VHYHUDQFH DRIB PVUVRFLDWHG & P\PSHMWWVBERWWIWHW E\ DE
VLIQLILFDQW UHVWUXFWXULQJ FRVWYV LQ 7KLV LQFOXGHV d P RI DOORFDWHG

$GCMXVRMRVAV BEEBRVL

[a
©
$GMXVWHG FIMVWSHUDWLQJ LOMRP&ERVW LQFRPH UL
$GMXVWHG FRVWV RI d P X3 QF RPHGRD GIM XR/ WHEG UHV X0 WHRY IWQ LRQE RIPGIMX D W HE
LQ ZKLFK ZDEXFIWRRQ LQ ,QFOXGLQJ H[FHSWLRQDO LWHPV WKH FRVW LQF

UHGXFHG IURP LQ
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5HIXODWRU\ IHHV

7KHVHQFOXGH UHJXODWRU\ IHHV DQG OHYLHV RI d P DOLJQHG WR FDOFXOD
$XWKRULW\ )&$ ZKLFK DOVR FRQWULEXWH WD \RW R WU 6RWW B © \/ VDEEFHIWER Q BO
5HIXODWLRQ $XWKRULW\ 35% )JLQDQFLDO 6HUYLFHV &RPSHQVDWLRQ 6FKHPH

DQG 3HQVLRQV 6HUYLFH )LQDQFLDO 5HSRUWLQJ &RXQFLO DQG ,00HJDO ORQH\ /}

1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH

dP dP
1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH
7KHUH zDV D QHW FUHGLW LPSDLUPHQW ZULWHEDFN RI d P LQ FRPSDUHG W
HSHFWHGIGLW WYIRYAH V LV SULPDULO\ GXH WR DQ LPSURYLQJ PDFUR HFRQRPLF
FKDUJHV LQ UHODWHG WR WKH GLVSRVDO RI WKH QREQ SHUPRURL GQHWPRUW®W IROLF
TRVIDGMXVWPHQWV

dP dpP

$GMXVWPHQWY IURP RWKHU LQFRPH
/IRVV RQ VDOH RI ORDQ SRUWIROLR o)
B3RUWIROLR PLIJUDWLRQ LQFRPH IHHV o)
3URILW ORVV RQ GLVSRVDO RI SURSHUW\ o)
7RWDO o)
$GMXVWPHQWY IURP SHUVRQQHO H[SHQVHV
9ROXQWDU\ VHYHUDQFH DQG DVVRFLDWHG SD\PHQWYV
3RUWIROLR PLJUDWLRQ FRVWYV o)
$GMXVWPHQWY IURP JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
&XVWRPHU UHGUHVV o)
3RUWIROLR PLJUDWLRQ FRVWYV o)
$GMXVWPHQWY IURP LPSDLUPHQW DQG GHSUHFLDWLRQ RI SURSHUW\ SODQW DQG HTXLSPH
,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW o)
7RWDO o)

7TRWDO DGMXVWPHQWYV

7KHVH DUH LWHPV WKDW PDQDJHPHQW EHOLHYHV GXH WR WKHLU VL]H RU QDWXU
WR SHULRG 6HH $OWHUQDWLYH 3HUIRUPDQFH OHDVXUHV VHFWLRQ RQ SDJH IRU

7D

dpP dpP

,QFRPH WD[ FKDUJH

,Q WKHUH ZDV D d P WD[ FKDUJH FRPSDUHG WR D FKDUJH RI d P LQ 7KH
RI ' d P d P FKDUJH DQG GHIHUUHG WDJ PKBKUDBIRI d/KH FXUUHQW WD[ FKDU

ZDVPDLQO\ GXH WR WKH VWDQGDUG DYHUDJH WD[ UDWH FKDUJH RQ KLJKHU
HDUQGHH QRWRU IXUWKHU GHWDLOYV
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%»DQPH VKHHW UHYLHZ

$VVHWYV

3HUIRUPLQJ oéBBC\ﬁQT)UQ'\'fL

=
=
'HF "HF FKDQJH

$VVHWYV dP dpP
*URVV ORDQV WR FXVWRPHUV
(ISHFWHG FUHGLW ORVVHYV
1HW ORDQV WR FXVWRPHUV
&DVK DQG EDODQFHY DW FHQWUDO EDQNYV
,QWHUFRPSDQ\ ORDQV WR WKH SDUHQW
2WKHU DVVHWYV
7RWDO DVVHWYV
,QFOXGHV d P d P RI LQOWHUFRPSDQ\ WR IHOORZ VXEVLGLDULHV

3HUIRUPLQJ DQG QRQ SHUIRUPLQJ ORD

dP

B 3HUIRUPLQJ
1RQ SHUIRUPLQJ
—— 1RQ SHUIRUPLQJ 7RWDO JURVYV

*URVV ORDFFXVWHRPHUV

SBHUIRUPLQJ ORDQV GHWFUHDDVHWEQH D ORZHU OHYHO RI QHZ OHQGLQJ 1HZ OHQG
d P FRPSDUHG WR 7KHUH zZDV VWURQJ SHUIRUPDQFH LQ WKH 3URSHUW\
H[SHULHQFHG \HDU RIRHBHUWRRPW®I ORDQV GEBUWMBWHEHESWLRQV LQGLYLGXDO
DQG D QRQ SHUIRUPS®RY B UWRRIWHNGG\HW QBRZSWRBIRGHPH @ RWH IRU PRUH GHWDLC

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



([SHFWHG PR HW

BURYLVLRQV DQG FRYHUDJH UDWLR

dpP

"HF "HF

B (& GUDZQ SURYLVIRQVWV&/ XQGUDZQ SURYLVLR(
—J— &RYHUDJH UDWLR

7KH EDODQFH VKHHW SURYLVLRQ IRU ORVV DOORZDQFHV LV RQ DQ ,)56 (&/ EDVI
d P DQG (&/ RQ XQGUDZQ IDFLOLWLMV7RDG LRX@R DWW MHD Q@ VD WV 'HFHPEHU G
GLSRVMIOD QRQ SHUIRUPLQJ SRUWIROLR LPSURYLQJ FUHGLWIHVXDOLW\ RI WKH ERR

6 XPPDU\ RI PRYHPHQWY LQ ORDQV WR FXVWRPHUV

TKIWDE®GKWMRZ VHWV RXW WKH PRYHPHQW LQ ORDQV WR FXVWRPHUV IURP -DQXDU!

3HUIRUPU®XY SHUIRUPLQJ/RDQV WR
ORDQV ORDQV FXVWRPHUV

/IRDQV WR FXVWRPHUV dP dpP dP
*URVV ORDQV DW -DQXDU\
1HZ OHQGLQJ
5HGHPSWLRQV RI H[LVWLQJ ORDQV
3RUWIROLR GLVSRVDOV
‘ULWH RIIV DQG UHVWUXFWXUHV o
1HW PRYHPHQW WR QRQ SHUIRUPLQJ o
YJRUHLJQ H[FKDQJH PRYHPHQWYV o)

2WKHU PRYHPHQWYV

*URVV ORDQV DW '"HFHPEHU
(&/ DOORZDQFH

1HW ORDQV DW '"HFHPEHU

7KH SUHVHQWDWLRQ RI PRYHPHQWY DERYH GLIIHUV IURP QRRHHSUHVHQWDWLRQ RI PRYHPHQ\
1HZ OHQGLQJ LQFOXGHVY QHZ GUDZGRZQV RQ 5HYROYLQJ &UHGLW )DFLOLWLHV
5HGHPSWLRQV RI H[LVWLQJ ORDQV LQFOXGHV UHSD\PHQWV RQ 5HYROYLQJ &UHGLW )DFLOL

FUHGLWHG RQ ORKQVWKH @QRWWHPRYHPHQW RQ 5HYROYLQJ &UHGLW )DFLOLWLHV DUH LQFOX
UHSRUWHG JURVV DV QHZ ORDQV WRS XSV DQG UHSD\PHQWY DQG LQWHUHVW FUHGLWHG |
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/ILDELOLWLHY DQG HTXLW\

7TRWDO OLDELOLW @gHV 6KDUHKROGHUV HT

"HF "HF FKDQJH
dpP dp

&XVWRPHU DFFRXQWYV O FXUUHQW DFFRXQWYV
&XVWRPHU DFFRXQWY O GHSRVLWYV

7TRWDO FXVWRPHU DFFRXQWYV

,QWHUFRPSDQ\ GHSRVLWV ZLWK WKH SDUHQW
2WKHU OLDELOLWLHYV

7TRWDO OLDELOLWLHYV

7TRWDO HTXLW\
7TRWDO OLDELOLWLHY DQG HTXLW\

/IRDQ WR GHSRVLW UDWLR
,QFOXGHV d P d P RI LQWHUFRPSDQ\ WR IHOORZ VXEVLGLDULHV

7RWDO FXVWRP8HFRMHDD/@IH 2\ L RI ZKLFK FXUUHQW DFFRXQWYVY UHGXFHG E\ d
GHSRVLWYV ZKLFK LQFUHKOREHGE UBRADd/H LQ FXUUHQW DFFRXQWYV WM OBWNWWHKRPFRQ
WKH *% 60( PDUNHWSL&GN PLIDVWXRWRPHUVY VHHN KLJKHU UHWXUQV PDUNHW
SUHVVXUHYVY DQG KLJKHU FRVW RI OLYLQJ

7KH LQFUHDVH LQ WRWDWRHTXLX® GUIWDYHQ E\ WKH SURILW DIWHU WP[DUHFRUGH:(
PRYHPHQWY LQ FDVK IORZ KHGJLQJ UHYHUFBSRWD P UBDWWRF\WRXVHWGE 1IRYHPEHU
D VKDUH EX\EDFN SURJUDPPH IRU DQ DJJUHJDWH DPRXQW RI d P FRXSOHG ZLW
LQVWUXPHQW DQG d P VXERUGHH)RDWWE 7LEQG QRRHVXUWKHU GHWDLO

&DSLWDO PDQDJHPHQW DQG OLTXLGLW\
&ISLWDO

7KH OHYHO RI FDSLWDO KHOG E\ $,% 8. *URXS LV LQIOXHQFHG E\ WKH PLQLPXIF
DGHTXDF\ RI $,% 8. *URXSxV FDSLWDO LV DVVHVVHG E\ FRPSDULQJ DYDLODEOI
UHTXLUHPHQWY H[SUHVVHG DV D SHUFHQWDJH RI ULVN ZHLJKWHG DVVHWYV 5:%
&DSLWDO 5HTXLUHPHQWY 5HJXODWLRQ LV D WRWDO FDSLWDO WR 5:%$ UI

IURP ZKLFK WKH 35% VHWV LQGLYLGXDO PLQLPXP FDSLWDO UDWLRYV IRU ED
UHTXLUHPHQWY $,% 8. *URXS KDV DQ DJUHHG 3LOODU DQG 3LOODU D UHTXLUH
GHWDLO

7UDQVLWLR®OMO\ ORDGHG

&DSLWDO dp dp
&(7 DW 'HFHPEHU
ORYHPHQWYV
6KDUH EX\EDFN
3URILWV IRU
,)56 WUDQVLWLRQDO DGMXVWPHQW o)
"HIHUUHG WD]
 QWDQJLEOH DVVHWV
&(7 DW 'HFHPEHU

&(7 UDWLR DW '"HFHPEHU

$7

7LHU

7RWDO &DSLWDO DW '"HFHPEHU

7TRWDO &DSLWDO UDWLR DW '"HFHPEHU
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7UDQVLWLRQDO )XOO\ ORDGHG
"HF "HF "HF "HF

5LVN ZHLIJKWHG DVVHWV dpP dpP dP dpP

&UHGLW ULVN

2SHUDWLRQDO ULVN

&9%

7RWDO

$,% 8. *URXS FXUUHQWO\ UHSRUW FDSLWDO RQ D WUDQVLWLRQDO EDVLV WDNLQ.
LPSDFW5RI (&/ DFFRXQWLQJ ZKLFK UHGXFHV RQ D SKDVHG EDVLV E\

&DSLWDO UHVWUXFWXUH

'XUL@XDUWHU DSSURYDO ZDV UHFHLYHG WR UHGXFH WKH LVVXHG VKDUH FD
WUDQVIHU WKLY DPRXQW WRX®LWW UIREYHWPEEHOH UHMEGYIROWORZLQJ UHIJXODWRU\ D
EDFN P RI VKDUHV IURP $,% SOF DW DQ DJUHHG SULFH SHU VKDUH RI d $
$,% 8. LVVXHG d P RI $7 DQG ¢ DPLWIDDOLHQVR §XBEBIWYRWHYV WR IRU IXUWK
/IRRNLQJ IRUZDUG $,% 8. ZRXOG VHHN WR SURSRVH DQ RUGLQDU\ GLYLGHQG SD\DE

7UDQVLWLRQDO &(7 UDWLR RI GHFUHDVHG LQ WKH \HDU FRPSDUHG WR
LPSDFW RI WKH FDSLWDO UHVWUXFWXUH 7UDQVLWLRQDO 7RWDO &DSLWDO UDWL
RI SURILWY 2Q D IXOO\ ORDGHG EDVLV WKH &(7 UDWLR LV DQG 7TRWDO &
ERWK RI ZKLFK DUH VLJQLILFDQWO\ LQ H[FHVV RI WKH PLQLPXP UHTXLUHPHQW

5:$v RI d P DUH d P KLJKHU WKDQ ZLWK D ULVH RI'd P LQ FUHGLW ULVN
OUJHO\ E\ L\QEQHWDRWDO LQFRPH

ILTXLGLW\

$,% 8. *URXS FRQWLQXHV WR KDYH D VWURQJ IXQGLQJ SRVLWLRQ GHVSLWH WKH
ORDQ WR GHSRVLW UDWLR ZDV DW '"HFHPEHU 5HIXODWRU\ OLTXL
WKURXJKRXW WKH \HDU

$ VXEVWDQWLDO DPRXQW RI $,% 8. *URXSxV IXQGLQJ LV IURP LWV FXVWRPHU ED(
WRWDO OLDELOLWLHYVY DQG VKDUHKROGHUVx HTXLW\

8QGHU &DSLWDO 5HTXLUHPHQWY 5HIXODWLRQ &55 WKH NH\ OLTXLGLW\ PHWUL
PLQLPXP UHJXODWRU\ OLPLWYV DUH VHW DW $V DW '"HFHPEHU $,% 8. *UR
16)5 ZzDV ERWK RI ZKLFK DUH VLJQLILFDQWO\ LQ H[FHVV RI WKH PLQL

5HIXODWRU\ FKDQJHYV

&29,' UHOLHI

$ VXLWH RI PHDVXUHV ZHUH LQWURGXFHG WR VXSSRUW WKH ILQDQFLDO VHFWRU
UHGXFWLRQ LQ WKH &RXQWHUF\FOLFDO &DSLWDO %XIIHU WR JHUR LQWURGXFH(
'HFHPEHU UHWXUQHG EDFN WR DQG WKHQ LQFUHDVHG WR LQ -XO\
DPHQGPHQWY WR WUDQVLWLRQDO UXOHV IRU ,)56 LQ UHVSHFW RI &29,' UHOL
WUDQVLWLRQDO UDWH IRU ,)56 UHGXFHG IURP WR GXULQJ

1RQ SHUIRUPLQJ H[SRVXUH 13(

,Q DFFRUGDQFH ZLWK WKH 35%$ 3ROLF\ 6WDWHPHQW 36 FDSLWDO DQG UHSRUW
IRU WKH 8. IURP 1RYHREPSDFW RQ FDSLWDO IRU $,% 8. 30F ZzDV LPPDWHULDO d

-DQHW OF&RQNH\
&KLHI )LQDQFLDO 2IILFHU

ODUFK
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SOWHUQ@BWIRMHPDQFH PHDVXUH

$Q$30 LV D ILQDQFLDO PHDVXUH RI SHUIRUPDQFH ILQDQFLDO SRVLWLRQ RU FDVK
XVLQJ ,)56 7KHVH $30V ZKHQ FRQVLGHUHG LQ FRQMXQFWLRQ ZLWK WKH VWDW)
VWDWHPHQWY ZLWK PRUH LQIRUPDWLRQ RQ WKH SHUIRUPDQFH RI $,% 8. *URXS
DGMXVWLQJ DUH GHWDLOHG EHORZ 7KH $30V DQG DGMXVWPHQWY DUH LQ OLC
SHUIRUPDQFH

7KH IROORZLQJ LV D OLVW WRJIJHWKHU ZLWK D GHVFULSWLRQ RI $30V XVHG LQ DC

$30 '"HVFULSWLRQ
I1HW LOQOWHUHVW DHWLLQWHUHVW LQFRPH GLYLGHG E\ DYHUDJH LQWHUHVW HDUQ

$YHUDJH LOQWHUHYYWHUHDIUK LQWHUHVW HDUQLQJ DVVHWYV LQFOXGHV ORDQV DQG
DVVHWYV ZLWK FHQWUDO EDQNV DQG RWKHU LQWHUHVW HDUQLQJ DVVHW
EDODQFHV IRU DOO FDWHJRULHV ZLWK WKH H[FHSWI.RQ RI Ol

EDVHG RQ GDLO\ DYHUDJHV
UDJH UDWH ,QWHUHVW DQG VLPLODU LQFRPH GLYLGHG E\ DYHUDJH LQWHUF

$YH

$YHUDJH LOQOWHUHYYHEBDHW L@QWHUHVW EHDULQJ OLDELOLWLHY LQFOXGFV GHSRYV

OLDELOLWLHV LQWHUFRPSDQ\ EDODQFHV $YHUDJHV DUH EDVHG RQ PRQWK H
ZLWK WKH H[FHSWLRQ RI FXVWRPHU DFFRXQWVY ZKLFK DUH EDV

$YHUDJH FRVW RI, QWQHSWHVW H[SHQVH DQG VLPLODU FKDUJHV GLYLGHG =\ DYHUD.

$GMXVWPHQWYV 7KHVH DUH LWHPV WKDW PDQDJHPHQW EHOLHYH GXHd WR WK
FRPSDUDELOLW\ RI SHUIRUPDQFH IURP SHULRG WR SHULRG

O 3URILW ORVV RQ VDOH RI ORDQ SRUWIROLR ORVV IUR
SRUWIROLR V DQG ORVV IURP VDOH RI $,% *% 60( ORD
LOQFOXVLYH RI LQGLYLGXDO ORDQ VDOHYV

O 3RUWIROLR PLJUDWLRQ LQFRPH IHHV VHUYLFH IHH LQF
DFTXLUHU RI *% 60( SRUWIROLR SRVW GHUHFRJQLWLRQ

O 9ROXQWDU\ VHYHUDQFH DQG DVVRFLDWHG SD\PHQWV WK
H[LWV GXULQJ WKH \HDU DV SDUW RI WDUJHWH3 UHVWU]
SDUWLFXODU WR WKH LQGLYLGXDOV FRQFHUQHG $VVRFLI
QDWLRQDO LQVXUDQFH SD\PHQWV LQ UHVSHFW RI YROXC
WKH 8. UHVWUXFWXULQJ SURJUDPPH

O ,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW
SURSHUWLHV RQ UHFODVVLILFDWLRQ WR +HOG IRU 6DO|
DVVHWY DQG RQ IL[WXUHV ILWWLQJV ZLWKLQ SURSHUWI
DV SDUW RI WKH VWUDWHJ\ LPSOHPHQWDWLRQ

O &XVWRPHU UHGUHVV PRYHPHQWY LQ SURYLVLRQV KHOC
UHVWLWXWLRQV 7KH FRVWV RI FXVWRPHU UHVV/ILWXWLR(
LWHPV DV WKH\ RFFXU DV WKH\ DUH QRW FRPSDUDEOH W
RSHUDWLRQDO LQ SUHFHGLQJ ILQDQFLDO \HDUV

O 3RUWIROLR PLJUDWLRQ FRVWYV SURIHVVLRQD®O IHHV I
DVVRFLDWHG ZLWK VXSSRUWLQJ WKH PLJUDW_RQ RI $
GHUHFRJQLWLRQ RI ORDQ SRUWIROLR

O 3URILW RQ GLVSRVDO RI SURSHUW\ ORVV RQ SURSHUWLH

IRU PRUH GHWDLO

&RVW LQFRPH UCWRWDO DGMXVWHG RSHUDWLQJ H[SHQVHV H[FOXGLQJ 5HIXODWI
LQFRPH
/IRDQ WR GHSRVLWRDDWLRQG DGYDQFHV WR FXVWRPHUV GLYLGHG E\ FXVWRPHU D
&RYHUDJH UDWLR'UDZQ FUHGLW SURYLVLRQV GLYLGHG E\ GUDZQ WRWDO ORDQV
1RQ SHUIRUPLQJ BQSRMXU)}E6 ORDQV DUH LGHQWLILHG DV QRQ SHU RUPLQJ
FKDUDFWHULVWLFV 7KH NH\ FULWHULD DUH
O :KHUH WKH %DQN FRQVLGHUV D FUHGLW REOLJRU WR EH
REOLJDWLRQV LQ IXOO ZLWKRXW UHDOLVDWLRQ RI FROOL
O 7KH FUHGLW REOLJRU LV GD\V RU PRUH SDVW GXH
REOLJDWLRQ 'DWH FRXQW VWDUWV ZKHUH DQ\ DPRXQW
KDV QRW EHHQ SDLG E\ D FUHGLW REOLJRU RQ WKH GXH ¢
O /RDQV WKDW KDYH DV D UHVXOW RI ILQDQFLDO GLVWUHYV
*URXSxV GHILQLWLRQ RI GHIDXOW SROLF\ UHFHLYHG D
WHUPV RU FRQGLWLRQV DQG ZLOO UHPDLQ LQ WKH QRQ
IRU D PLQLPXP RI PRQWKV EHIRUH PRYLQJ WR D SHUIRU

1RQ SHUIRUPLQJ UR@ISHUIRUPLQJ ORDQV GLYLGHG E\ WRWDO JURVYV OFDQV
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2XU VWUDWHJ\

$ QHZ VWUDWHJILF F\FOH

PDUNV WKH EHJLQQLQJ RI D QHZ
WKUHH \HDU VWUDWHJLF F\FOH IRU $,% 8.
2XU SXUSRVH LV HPSRZHULQJ SHRSOH WR
EXLOG D VXVWDLQDEOH IXWXUH DQG RYHU
WKOH[WKUHH \HDUV ZH ZLOO GHYHORS
GHHSHU PRUH HQGXULQJ UHODWLRQVKLSYV
ZLWK RXU FXVWRPHUV E\ EHWWHU VHUYLQJ
WKHLU ILQDQFLDO QHHGV

$,% KDV D FHQWXU\ ORQJ KHULWDJH
RSHUDWLQJ LQ 1RUWKHUQ ,UHODQG DQG KDV
EHHQVXSSRUMI * %FRSRUIDAMY IRURYHU

IRWNA HDLY

‘H KDYH WUDQVIRUPHG WKH EXVLQHVV

GXULQJ WKH ODVW VWUDWHJILF F\FOH DQG QRZ
KDYH DQ HQYLDEOH SRVLWLRQ LQ WKH 8.

P DUNHWZ M VARQ). FDSMBCDQG @NXIGIW

SDUW RI D PDUNHW OHDGLQJ JURXS ZKR KDV D
FOHDU YLVLRQ IRU WKH IXWXUH

'XULQJ WKH QH[W VWUDWHJILF F\FOH DOLJQHG WR

RXU YDOXHV ZH DUH JRLQJ WR HPSRZHU

FXVWRPHUV WR JHW WKH PRVW IURP $,% 8.

IRU WKH OLIH WKH\xUH DIWHU 7R GR WKLYV

DOLJQHG WR RXU H[LVWLQJ VWUDWHJILF SLE®DUYN VWUDWHJILF DUHDV RI |
ZH KDYH FOHDUO\ VHW RXV
DUHDV RI IRFXV &XVWRPH
WKH ORDQ ERRN DQG 2SHU

&XVWRPHU ILUVW

$,% 8. KDV DPELWLRXV SOTL
DQG UHGHYHORS KRZ LW G . .
ZLWK DOO RXU FXVWRPHUV 7KLV LV VXSSRUWHG

B\ "URXS ZLGH HQWHUSULVHUMROKWIL RKW ORDQ ERRN2SHUDWLRQDO HIILFLHQF\

ZKLFK DUH IRFXVHG RQ H[FHOOHQW FXVWRPHU
RXWFRPHV $,% 8. DQ LQWHJ) BO SOWYRBDWHHEDQNLQ. ZFL§J,QMFB WLQXH | PSURYH R
DE‘]% Vd"LR/?M )’—‘u%%ﬂ’)’DJLOHD

*URXS ZLGH FKDQJH SURJURRVROPWVDRIH LQ RXU UHP & R
ZKLFK ZLOO GULYH SRVLWLH FAXYWRRUN ZLWK $,% *U M\\&RSB%SJVQ% XWIRUPY WK
\4 V% ¥YDO QHHC

H[SHULHQFHV DQG HVWDEOLVK QHZ FDSDEFQWWEHY v x
SHULHQFH

DOLJQHG WR RXU VWUDWH Ik YHPY ORI
H ZLOO EXLOG XSRQ RXU FXVANRRHUXEYIRWW H[LVWLQZ EEL\% 2 HULQJ RXU SURG XF
HWKRV IRFXVHG RQ HQKDQEKQWREWWRHWK WKHLU WUPR §’§@%§VLYH BXY R AS
H[SHULHQFH WR EHWWHU PHHTKEXNWREWV UHPDLQLQP]D\Q.SU6SIF|1@6D NLQJ
8338\\/@L:RHQ\E;Ef'six%&i@%xﬁﬁ'ﬁ%\?ﬁ@ﬁ“v@mLFH IRU 8. &R RUDWHV LQ

VHFWRUV
GHOLYHULQJ VHDPOHVV DQG LQWXLWIL_QYH Eg% ZERXLil(I)_gHL\YVZT/D\/QV\\JIIl_J?_\\](I—?\CVVRS
MRXUQH\V ZKLFK ZLOO LPSURYH RXU VXVWDLQDEOH OLIH DQG $.%
FXVWRPHUV H[SHULHQFH 7R VXSSRUW WKLV WKHP RO HYHU\ VWHS RI WKLV
WKH 3DUHQW *URXS KDV LQWURGXFHG D QHZ
&KLHI &XVWRPHU 2IILFHU H[HFXWLYH
SRVLWLRQ WKDW ZLOO HQDEOH GHHS LQVLJKW DQG
IRFXV RQ WKH FXVWRPHU WKURXJK DOLJQLQJ
RXU VWUDWHJI\ FKDQQHOV DQG SURSRVLWLRQV
DFURVV WKH ZKROH RI $,% 7KLV ZLOO
LPSURYH XSRQ WKH FXVWRPHU H[SHULHQFH LQ
$,% 8.
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3LOODU OHDVXUH '"HVFULSWLRQ
$ PHDVXUH Rl VDWLVIDFWLRQ D

&EXVWRPHU ILUVW SYHUDOO 136 - VLI FXVWRPHU MRXUQH\V DW NI
“PRPHQWYV RI WUXWK IRU RXU 1F
,UHODQG FXVWRPHU EDVH

‘H SXW RXU FXVWRPHUV DW WKH KHDUW Rl RXU RUJDQLVDWLRQ

SURYLGLQJ IRU WKH IXO0 UDQJH RI WKHLU ILQDQFLDO QHHGYV

FRQYHQLHQWO\ DQG UHVSRQVLEO\8: HE)D\O-ID\@HFHKQRHLHLW\HBODQFH VKHHW JURZWK |

SHUVRQDOLVH RXU SURGXFW DQG VHBRYIWH RITHULCPHQGLQJ LQ

6LPSOH DQG HIILFLHQW
PREHU RI IXOO WLPH HPSOR\H
SHRSOH UHVRXL%)’%(:FLIJ%VV $,% 8. LQ D JLYHQ S
2XU RUJDQLVDWLRQ WHFKQRORJ\ DQG SDUWQHULQJ VWUDWHJILHV
GULYH HIILFLHQF\ LQ RXU EDFN PLGGOH DQG IURQW RIILFH

RSHUDWLRQV :H IRVWHU D FXOWXUH RI FRVW DZDU Q
DFFRXQWDELOLW\ VLPSOLI\LQ]J R)[$ES\UR2(DN\AM—H\FR)‘Q&%ﬁﬁ%RQC(?DFORVV\SV(\?/GHLFDOQXNG QY

ZRUNLQJ
VHG SURILWDELOLW\
SLVN DQG FDSLWDO SLVN $GMXVWHC%’I§%'\V%@I@HQW IRU DODOIVLQJ
RQ &DSLWDO GMXVWHG I[LQDQFLDO SHUIRUI

‘H PDLQWDLQ D VWURQJ ULVN PDQDJHPHQW IUDPHZRUN KLJK
DVVHW TXDOLW\ DQG UREXVW FDSLWDO OHYHOV :H GHSOR\ RXU

FDSLWDO HIILFLHQWO\ WKURXJK HIJHF H PR
EF# )
GHYHORSPHQW HYROYHG ULVN SU %&% WULS fﬁ\%\@@g’fv\'m\“{:’f\l“ |/ HGLW TXED

EXVLQHVY PRGHO FKRLFHV

/DOHQW DQG FXOWXU"JHQGHU EDODQRAHPROHYV LQ VHQLRU PDQDIHP

‘H HQVXUH WKDW ZH KDYH WKH ULJKW WDOHQW VNLOOV DQG

FDSDELOLW\ ZLWKLQ WKH RUJDQLVDWLRQ WR IXOILO RXU SXUSRVH

DQG H[HFXWH RXU VWUDWHIJ\ :H HOQDEOH WDOHQW )RFXV RQ KRZ VDWLVILHG DUH
HIITHFWLYHQHVV WKURXJK D GLYHUYHK DG UBFOXVLYHPERAWIHWHZLWK $,% 8. DV D
WKDW LV EXLOW RQ DFFRXQWDELOLW\ FROODERUDWIRS Ih R W B K¥NWw

6XVWDLQDEOH FRPPXQLWLHYV

:H SOD\ D OHDGHUVKLS UROH LQ FUHDWLQJ LOQQRYDWRO®XH Rl QHZ OHQGLQ
SURSRVLWLRQV DQG SDUWQHUVKL§\V“W"F|2Q<Q¢"§ o O K/ M{PWLWLRQ R
WUDQVLWLRQ WR ORZ FDUERQ HFRQRPLHV :H PDNH 2

PHDQLQJIXO FRQWULEXWLRQ WR WKH VXVWDLQDELOLW\ Rl WKH
VRFLHWLHV LQ ZKLFK ZH RSHUDWH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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6 XVWB WD D

6XVWDLQDEOH FRPPXQLWLHV

6XVWDLQDEOH FRPPXQLWLHV LV D NH\ SLOODU Rl ERWK WKH 3DUHQW *URXSxV DG
JUHHQHU WRPRUURZ E\ EDFNLQJ WKRVH EXLOGLQJ LW WRGD\ :LWKLQ WKLV VWUD
HFRQRPLF DQG VRFLDO LQFOXVLRQ DQG IXWXUH SURRI EXVLQHVYV

7KH 3DUHQW *URXS V WDUJHWV LQ ZKLFK $,% 8. FRQWULEXWHV WR WKH DFKLHYH

6SHFLILF GHWDLOV RQ $,% 8. FRQWULEXWLRQ WR WKHVH WDUJHWYV ZLOO EH UHY
1IRWZLWKVWDQGLQJ WKLV $,% 8. ZLOO FRQWLQXH WR VXSSRUW 8. &RUSRUDWHYV 1
OHQGLQJ QHHGV

&OLPDWHQYQGBRQPHQWDO DFWLRQ

O /HQG UHVSRQVLEO\ DQG VWHHU RXU SRUWIROLRV WRZDUGV QHW ]JHUR E\ $.
O 5HDFK QHW JHUR LQ RZQ RSHUDWLRQV E\

O ,QFUHDVH FRQVLGHUDWLRQ DQG PDQDJHPHQW RI FOLPDWH DQG HQYLURQPHQW
O &RQWULEXWH WR SURWHFWLQJ QDWXUH DQG VDIHIJXDUGLQJ QDWXUDO HFRV\VW

6RFLHWDO DQG ZRUNIRUFH SURJUHVYV

O 3XW RXU FXVWRPHUV ILUVW DOZD\V WUHDWLQJ WKHP IDLUO\ DQG ZLWK UHVSH
O &RQWLQXH WR SURDFWLYHO\ FRQWULEXWH WR D UREXVW DQG VXVWDLQDEOH I}
O (PSRZHU RZQ ZRUNIRUFH DQG IRVWHU D VDIH LQFOXVLYH DQG VXSSRUWLYH ZR
O 3RVLWLYHO\ VXSSRUW 6XVWDLQDEOH FRPPXQLWLHY DQG ORFDO LQLWLDWLYHV

*RYHUQDQFH UHVSRQVLEOH EXVLQHVV

O )DFLOLWDWH D FXOWXUH WKDW SURPRWHV RXU YDOXHV DQG IRVWHUV HQJDJHF
O %RDUG DQG PDQDJHPHQW WR ZRUN WR WKH KLJKHVW VWDQGDUGY WR GHOLYHLU
O 2SHUDWH UHVSRQVLEO\ DW DOO OHYHOV ZKLOH PDQDJLQJ F\EHUVHFXULW\ GD

2YHU WKH QH[W WKUHH \HDUV ZH ZLOO OHDQ LQWR RXU SXUSRVH RI HPSRZHUL(
WKUHH LOQWHBBRROQIBMEMMMEPHU )LUVW *UHHQLQJ WKH /RDQ %RRN DQG 2SHUDWL
SLOODUYV UHPDLQ XQFKDQJHG

JRU IXUWKHU LQIRUPDWLRQ RQ WKH 3DUHQW *URXS V SHUIRUPDQFH DJDLQVW LW
*URXS SOF V '"HWDLOHG 6XVWDLQDELOLW\ 5HSRUW

&OLPDWH DQG HQYLURQPHQWDO DFWLRQ

O0DQDJLQJ FOLPDWH FKDQJH LV WKH PRVW LPSRUWDQW FKDOOHQJH IDFLQJ WKLV
WUDQVLWLRQ WR D ORZ FDUERQ HFRQRP\ LV SLYRWDO 'HFLVLYH DFWLRQ RQ FOL

KWWSV DLE LH VXVWDLQDELOLW\
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$JUHHPHQW DQG WKLV LV ZK\ LQ 1RYHPEHU WKH 3DUHQW *URXS WULSOHG
7TKURXJK WKLV $,% 8. FDQ VXSSRUW WKH WUDQVLWLRQ WR D ORZ FDUERQ HFRQRI
RXU FXVWRPHUV WR UHGXFH WKHLU RZQ FDUERQ IRRWSULQW

*UHHQ OHQGLQJ

$vV SDUW RI WKH 3DUHQW *URXS V VXVWDLQDELOLW\ VWUDWHJI\ JUHHQ DQG WUD
OHQGLQJ DFURVV $,% *URXS E\

,Q RI $,% 8. V WRWDO QHZ OHQGLQJ ZDV JUHHQ RI WRWDO QHZ P
HIILFLHQW KRPHV (3& UDWHG $ RU % QHZ PHWULF IRU DQG RI QHZ OHQGL
QHZ PHWULF IRU

7KH $,% 6XVWDLQDEOH /HQGLQJ )UDPHZRUN LV D FODVVLILFDWLRQ DQG PHDVXUH
SURYLGH WUDQVSDUHQF\ RQ WKH W\SHV RI DEFEWLYLWLHV ZH ZRXOG FRQVLGHU WR
DOLJQV ZLWK RXU UHJXODWRU\ REOLJDWLRQV WR XQGHUVWDQG WKH LPSDFW RI
DOVR KDV D *UHHQ %RQG )UDPHZRUN XQGHU ZKLFK LW RU DQ\ Rl LWV VXEVLGLDU
DQG RU UHILQDQFH JUHHQ HOLJLEOH ORDQV ZLWK D SRVLWLYH HQYLURQPHQWDO

7KH *URXS &UHGLW 5LVN 3ROLF\ LQFOXGHV D OLVW RI H[FOXGHG EXVLQHVV DFW
RXU VWUDWHJ\ GXH WR WKHLU QHJDWLYH HQYLURQPHQWDO LPSDFWYV

2XU FDUERQ HPLVVLRQV

,Q FRPSOLDQFH ZLWK WKH 6WUHDPOLQHG (QHUJ\ &DUERQ 5HSRUWLQJ 6(&5 UH
FRQVXPSWLRQ DQG UHODWHG FDUERQ HPLVVLRQV ZKLFK UHVXOW GLUHFWO\ IURI
WKH UHTXLUHPHQWY RI 7KH /DUJH OHGLXP 6L]JHG &RPSDQLHV DQG *URXSV $FFRX

7KH HQHUJ\ FDUERQ HPLVVLRQV GDWD VHW RXW EHORZ LV UHODWHG WR WKH S
UHSRUWLQJ WKLV GDWD ZH KDYH IROORZHG WKH 8. *RYHUQPHQW (QYLURQPHQ
*UHHQKRXVH *DV *+* 3URWRFRO &RUSRUDWH $FFRXQWLQJ DQG 5HSRUWLQJ 6V
HPLVVLRQ IDFWRUV IURP WKH 8. *RYHUQPHQWxV *+* &RQYHUVLRQ )DFWRUV IRU
RSHUDWLRQDO FRQWURO DSSURDFK RQ UHSRUWLQJ ERXQGDULHV WR GHILQH RXL
$,% DUH UHVSRQVLEOH IRU WKH XWLOLW\ FRVWYV

7KURXJK RXU HQYLURQPHQWDO DQG HQHUJ\ SROLFLHV ZH VSHFLI\ KRZ ZH ZlL
HQYLURQPHQW LQFUHDVH RXU HQHUJ\ HIILFLHQF\ DQG WDFNOH RXU RSHUDWLR
SURWHFWLRQ LQWR DFFRXQW LQ DFFRUGDQFH ZLWK ,62 DQG LQWHUQDW!|
WR PDQDJH RXU HVWDWH LQ D VXVWDLQDEOH PDQQHU E\ SURDFWLYHO\ LPSOHF
SUDFWLFHV ZLWK KRPRJHQHRXV SURFHVVHV DQG LQGLFDWRUV IRU ULJRURXV |
,UHODQG ZHUH UH FHUWLILHG WR ERWK VWDQGDUGV IRU DQRWKHU WKUHH \HDUV

:KLOH ZH DUH QRW RSHUDWLQJ LQ DQ HPLVVLRQV LQWHQVLYH VHFWRU ZH UHFRJ
VLIJQLILFDQW IRRWSULQW LI QRW DFWLYHO\ PDQDJHG 6LQFH ZH KDYH HPEI
VWDUWLQJ ZLWK WKRVH EDVHG LQ ROGHU LQHIILFLHQW EXLOGLQJV DQG DQ\ QHZ
HIILFLHQF\ DQG OLPLWHG HQYLURQPHQWDO LPSDFW 7KHUHIRUH ZH FRQILUPHG L
DFTXLUHG RIILFH VSDFH VLWXDWHG LQ D EXLOGLQJ ZLWK %5(($0 U([FHOOHQWU D
ZLWKLQ +

YXUWKHUPRUH LQ ZH VXFFHVVIX0OO\ ODXQFKHG RXU ILUVW U:LQWHU (QHUJ\
FKDQJHV PDGH E\ RXU PDLQWHQDQFH SDUWQHUV 8. UHWDLO VWDIlI ZHUH DVNHG
WR WKHLU VXSSRUW ZH DFKLHYHG D VLJQLILFDQW UHGXFWLRQ LQ RYHUDOO HQH
SUHYLRXV \HDUYV

([FOXGLQJ HQHUJ\ XVH LQ PRELOH FRPEXVWLRQ DFWLYLWLHV GXULQJ ILQDQFL
VWUDWHJILF FKDQJHV WR WKH 3URSHUW\ (VWDWH 3RUWIROLR KDYH GHOLYHUHG R

285 &2(0,66,216 -DQXDU\ WR 'HFHPEHU
/IRFDWLRQ EDVHG FDUERQ HPLVVLRQV
7RW D OHW & 2 7%8&

TRWDO 6FRSH QDWXUDO JDV KHDWLQJ RLO FDU IXHO

7TRWDO 6FRSH SXUFKDVHG HOHFWULFLW\

TRWDO 6FRSH UHQWDO FDU VWDII PXVERYHVY FDU WUDYHO

2XW Rl 6FRSH %LRJHQLF HPLVVLRQV IURP ELRPDVV

ODUNHW EDVHG FDUERQ HPLVVLRQV

7TRWDOHW&?2
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285 &2(0,66,216 -DQXDU\ WR '"HFHPEHU
7TRWDO 6FRSH SXUFKDVHG HOHFWULFLW\

,QWHQVLW\ 5DWLR

7TRWDO )XOO 7LPH HPSOR\HHV )7(

TRWDM &HU )7( /RFDWLRQ EDVHG VHH QRWH

6FRSH SHU )7( /RFDWLRQ EDVHG

(QHUJ\ &RQVXPSWLRQ N:K

1RWHYV

$ *+* VRXUFH LV DQ\ SK\VLFDO XQLW RU SURFHVV WKDW UHOHDVHYV *+* LQWR WKH DWF
D 'LUHFW 6FRSH *+* HPLVVLRQV DUH IURP VRXUFHV WKDW DUH RZQHG RU FRQW
8. FRPEXVWLRQ IXHOV DRIGRP DOWHH&W DQG IXJLWLYH HPLWYYIVREY D WHG CHULRPADW \& 2
XVDJH LV UHSRUWHG VHSDUDWHO\ IURP WKLV VFRSH 6LQFH $,% 8. KDV QR |
E (QHUJ\ LQGLUHFW 6FRSH *+* HPLVVLRQV FDQ UHVXOW IURP WKH JHQHUDWLRC
KHDWLQJ FRROLQJ DQG VWHDP FRQVXPHG ,QGLUHFW 6FRSH LQFOXGHV FRQ
F 6FRSH FRYHUV LQGLUHFW $,% 8. HPLVVLRQV IURP WKH IROORZLQJ FDWHJRULH
JRRGV :DVWH JHQHUDWHG LQ RSHUDWLRQV %XVLQHVV 7UDYHO (PSOR\HH FRPF
DFWLYLWLHYV
G 2XW RI 6FRSH ELRJHQLF(RRBVVYRRQVIURR WKH FRPEXVWLRQ RU ELRGHJUDGDWLF
7KH FDUERQ UHSRUWLQJ \HDU IRU RXU *+* HPLVVLRQV LV -DQXDU\ WR '"HFHPEHU 2
ILOQDQFLDO UHSRUWLQJ 2XU 6FRSH H ML VOWFIRRSHY |IRPLVV LR DUWE2PHSRUWHG RQH
$,% *URXS IXOO *+* LQYHQWRU\ ZLOO EH GLVFORVHG LQ RXU &'3 UHSRUW
7KH $,% FDUERQ IRRWSULQW ZDV FDOFXODWHG XVLQJ WKH *UHHQKRXVH *DV 3URWRFR
5HYLVHG (GLWLRQ WKH *+* 3URWRFRO WKH 8. *RYHUQPHQWxV FRQYHUVLRQ IDFWRU\
HPLVVLRQV IDFWRUV DV UHTXLUHG
7KH *:3V XVHG LQ WKH FDOFXODWLRQ RI &2 H DUH EDVHG RQ WKH ,QWHUJRYHUQPHQW
5HSRUWV RYHU D \HDU SHULRG
‘H KDYH DGRSWHG WKH RSHUDWLRQDO FRQWURO DSSURDFK RQ UHSRUWLQJ ERXQGDUI
UHVSRQVLEOH IRU WKH XWLOLW\ FRVWYV (VWLPDWLRQV KDYH EHHQ LQFOXGHG ZKHUH
,Q OLQH ZLWK WKH *+* B3URWRFRO RXU HPLVVLRQV DUH SUHVHQWHG LQ WRQQHV RI FI
ARWR EDVNHW RI VHYHQ JUHHQKRXVH JDVHV ZKHQ DYDLODEOH FDUERQ GLR[LGH &z
K\GURIOXRURFDUERQV +)& SHUIOXRURFDUERQV 3)& VXOSKXU KH[DIOXRULGH 6) [
$ WKLUG SDUW\ LQGHSHQGHQW YHULILFDWLRQ EDVHG RQ ,62 ZDV FRPSOHWHG |
D 2XU YHULILFDWLRQ VWDWHPHQWY DUH SXEOLFO\ DYDLODEOH DW ZZZ DLE LH VX
YHULILFDWLRQ VWDWHPHQWY LV DYDLODEOH LQ RXU DQQXDO &'3 VXEPLVVLRQV
E 6FRSH YHULILFDWLRQ ZDV EDVHG RQ GDWD H[WUDSRODWLRQ WR DFFRXC
,QWHQVLW\ UDWLR FDOFXODWLRQV KDYH EHHQ FDOFXODWHG XVLQJ )XOO 7LPH (PSOR\
6XVWDLQDELOLW\ 5HSRUWYV
(QHUJ\ FRQVXPSWLRQ GDWD LV FDSWXUHG WKURXJK XWLOLW\ ELOOLQJ PHWHU UHDG\
FRQVXPSWLRQ JDV FRPEXVWLRQ KHDWLQJ IXHO FRPEXVWLRQ DQG WUDQVSRUW Ly
LQFRUSRUDWLRQ RI PRQWKYV RI DFWXDO GDWD 1RWH WKDW (QHUJ\ FRQVXPSWLR
EXVLQHVV XVH H ZLOO UH VWDWH WKLV ILIJXUH ZKHQ WKLY GDWD LV DYDLODEOH WR
$,% 8. WRWBPL¥YLRQV DUH QRW \HW DYDLODEOH DV 6FRSH HPLVVLRQV DUH UHSR
WKLV ILIXUH LQ IXWXUH UHSRUWLQJ
*+* [LIXUHVY KDYH EHHQ XSGDWHG DV SHU ODVW UH VWDWHPHQW LVVXHG LQ 7
ZLWK WKH *+* 3URWRFRO JXLGDQFH DQG DOORZHG WKH LQFRUSRUDWLRQ RI PRQWK\
, Q $,% UHILQHG LWV PDUNHW EDVHG PHWKRGRORJ\ WR UHIOHFW XSGDWHG LQIRUPI
)LJXUHV DUH URXQGHG

6RFLHWDO DQG ZRUNIRUFH SURJUHVYV

$,

% 8. HQGHDYRXUV WR DFKLHYH D IDLUHU VRFLHW\ WKDW LV VRFLDOO\ DQG HFI

LQFOXGH WKH IROORZLQJ

o

¢

:H VXSBRBUDMFFHVV WR DIIRUGDEOH KRPHV WKURXJKKRXUH ORQQVQURWR S/RFWDR
6RFLDO %RQG ,VVXDQFH

‘H GRQDWHG d d WR FKDULWLHV RI RXU FXVWRPHUV DQG |
&RPPXQLW\ )XQG FROOHDJXH IXQGUDLVLQJ LQLWLDWLYHV DQG HPSOR\HH PDYV
DQG FKDULWLHV VXSSRUWHG LQFOXGHG *XLGH 'RJV 1, .LGV 7RIJHWKHU %HOI
6XSSRUW 6XUYLYLQJ (FRQRPLF $EXVH OHQFDS :DOHV $LU $PEXODQFH DV ZHC

2XU FROOHDJXHVY VSHQW RYHU KRXUV YROXQWHHULQJ WKURXJK WK
SHU \HDU VXSSRUWLQJ JUHDW FDXVHV DFURVV RXU FRPPXQLWLHYV LQFOXGLQ
&KULVWPDV 7KH )HOL[ B3URMHFW (FR 5DQJHUV DQG $VVLVL $QLPDO 6DQFWXDU

‘H ZHOFRPHG :RPHQ V $LG 1, DQG *DP&DUH D FKDULW\ SURYLGLQJ LQIRUPDWLI
E\ JDPEOLQJ KDUPV WR KRVW ZRUNVKRSV GXULQJ RXU ILUVW LQWHUQDO &XV
KLIKOLIJKWLQJ WR RXU FROOHDJXHV WKH SRWHQWLDO YXOQHUDELOLWLHV R
VHUYLFHY DYDLODEOH WR VXSSRUW WKHP
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O :HLQWURGXFHG D QHZ 'RPHVWLF $EXVH ([FHSWLRQ 3URFHVV WR VXSSRUW HJ[L'
OHQGLQJ LI WKH\ KDYH SRRU FUHGLW VFRULQJ GXH WR D GRPHVWLF DEXVH VL\

O :H FRQWLQXHG WRXEFREBVYHUOWKNWDLQPEROUBWRFPH WR $DUWQHUVKLS ZLWK WK
&KDPEHU RI &RPPHUFH DQG ,QGXVWU\ ,Q VXSSRUWHG WKH XSVNLOOLQJ R
VXFK DV VXVWDLQDELOLW\ LQ WKH VXSSO\ FKDLQ DQG WKH FLUFXODU HFRQRP\

O 7KH 3DUHQW *URXS SXEOLVKHG LWV WK DQQXDO VWDWHPHQW RQ ORGHUQ 60D
RSSRUWXQLWLHV WKDW DUH DYDLODEOH WR XV WR PLWLJDWH DJDLQVW KXPE
FKDLQ

*RYHUQDQFH DQG UHVSRQVLEOH EXVLQHVYV

2XU IXWXUH VXVWDLQDELOLW\ GHSHQGYVY RQ RXU RQJRLQJ LQYHVWPIWDNHQ RQU E
VXSSRUWHG RXU JRDOV RI SURYLGLQJ SRVLWLYH H[SHULHQFHV IRU DOO RXU
RXU VWDII DQG LQYHVWLQJ LQ WKH UHVLOLHQFH RI RXU EXVLQHVV

O $ UHYLVHG PDQGDWRU\ WUDLQLQJ PRGXOH RQ VXVWDLQDELOLW\ ZDV ODXQFK}
ZKDW LW PHDQV IRU EXVLQHVV WKH FOLPDWH FULVLV NH\ SK\VLFDO DQG W
*URXS V VXVWDLQDELOLW\ VWUDWHJ\ DQG VWUDWHJILF UHVSRQVH WR FOLPD
EXVLQHVV DQG ZKDW WKH\ FDQ GR WR PDNH D GLIIHUHQFH

O :H VHW XS DQ ,QFOXVLRQ DQG 'LYHUVLW\ ZRUNLQJ JURXS LQ ZKLFK FROOHDJXFH
GHYHORSPHQW RI RXU LQWHUQDO DQG HIWHUQDO FRQVLGHUDWLRQV DQG DFW
RXU FROOHDJXHY DQG FXVWRPHUV

0 RI WKH $,% 8. %RDUG RI 'LUHFWRUYVY DUH IHPDOH DQG RI WKH 3DUHQW *UR
0 Rl FROOHDJXHY LQ VHQLRU PDQDJHPHQW UROHY GHILQHG DV OHYHO ZL

O 7KH 3DUHQW *URXS FRQWLQXHG WR SXEOLVK LW V DQQXDO +HDOWK DQG 6DIF
&RGHV 3ROLFLHV RQ WKH ZZZ DLE LH VXVWDLQDELOLW\ ZHESDJH

O ([WHQGHG RXU SULYDWH KHDOWKFDUH SURYLVLRQ WR FROOHDJXHV LQ 1,
O :HLQWURGXFHG XS WR WHQ GD\V SDLG OHDYH SHU DQQXP IRU WKRVH ZLWK FD

O :H UHSODFHG RXU ODUULDJH /HDYH 3ROLF\ ZLWK DQ ([FHSWLRQDO /LIH (YHQW
WR WDNH ILYH GD\V OHDYH IRU D VLJQLILFDQW OLIH HYHQW UDWKHU WKDQ MX\

O ,Q UHJDUGV WRIFNGERPM RXU 1HW 3URPRWHU 6FRUH DRG ZDV

O /DXQFKHG WKH QHZ $,% %XVLQHVV L%% DSS IRU EXVLQHVV FXVWRPHUV LQ 1R
7TUDQVIRUPDWLRQ 3URJUDPPH DOORZLQJ WKHP WR FKHFN EDODQFHYVY DQG WUD
RI WKHLU SD\PHQWYVY RQ WKH JR

&OLPDWH UHODGUHGE ORYXQHLD O

‘H UHFRJQLVH WKDW FOLPDWH FKDQJH ULVN FRQWLQXHV WR HYROYH UDSLGO\ DQ
ZLWK 35% 66 UHTXLUHPHQWY FOLPDWH UHODWHG ILQDQFLDO ULVNV DUH LQ\
IUDPHZRUNV 2XU 3DUHQW *URXS ZDV WKH ILUVW ,ULVK EDQN DQG RQH RI WKH ILL
RI WKH 7DVNIRUFH RQ &OLPDWH UHODWHG )LQDQFLDO 'LVFORVXUHV 7&)' ZKLFEk
GLVFORVXUH DJDLQVW WKH &RPSDQLHV 6WUDWHJILF 5SHSRUW &OLPDWH UHODWH
*URXS V 7&)' GLVFORVXUH FDQ EH IRXQG LQ WKH $,% *URXS SOF $QQXDO )LQDQFLI

$,% 8. V GLVFORVXUH DJDLQVW WKH &RPSDQLHVY 6WUDWHJILF 5HSRUW &OLPDWH

*RYHUQDQFH

D D GHVFULSWLRQ RI WKH FRPSDQ\ V JRYHUQDQFH DUUDQJHPHQWY LQ UHODWLRQ WR DVV
DQG RSSRUWXQLWLHV

5ROHV DQG UHVSRQVLELOLWLHVY RI WKH 3DUHQW *URXS %RDUG $,% 8. %YRDUG L
ILQDQFLDO ULVNV IURP FOLPDWH FKDQJH KDYH EHHQ FOHDUO\ DUWLFXODWHG

3DUHQW *URXS %RDUG DQG %RDUG OHYHO FRPPLWWHHYV

2YHUDOO UHVSRQVLELOLW\ IRU WKH 3DUHQW *URXS V DFKLHYHPHQWYV RI LWV FOL
%RDUG ZKHUH $,% 8. LV HHOHRYPMRAWHG KR LV D 1RQ ([HFXWLYH 'LUHFWRU RI ER\
$,% 8. %RDUGV

$,% 8. LV UHSUHVHQWHG DW RWKHU 3DUHQW *URXS OHYHO IRUXPV WKURXJK WKH
O 7KH $,% 8. %RDUG &KDLU LV DQ DWWHQGHH RI WKH 3DUHQW *URXS V %RDUG
O 7K1 &KDLU BDWHKHN *URXS V 6XVWDLQDEOH %XVLQHVV $GYLVRU\ %RDUG &RF

PHPEHU RI WKH $,% 8. %RDUG

O 7KH $,% 8. 0DQDJLQJ 'LUHFWRU LV D PHPEHU RI WKH ([HFXWLYH &RPPLWWHH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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O 7KH $,% 8. +HDG Rl &XVWRPHU 6XSSRUW ,QVLJKWVY DQG (QDEOHPHQW ZKR k
LV D PHPEHU Rl WKH *URXS 6XVWDLQDELOLW\ &RPPLWWHH *6&

7KH 6 XVWDLQDELOLW\ 5HIXODWRU\ &KDQJH 3URJUDPPH HYROYHG LQ WR EHFRI
73 7KLV LV DQ HOQOWHUSULVH FKDQJH SURJUDPPH ZLWK D VHULHV RI ZRUNVWUHL
WR GDWD LQIUDVWUXFWXUH DQG ULVN PDQDJHPHQW

7KH (6* 73 6WHHULQJ &RPPLWWHH VXSSRUWV WKH LPSOHPHQWDWLRQ RI WKH SU
UHTXLUHPHQWY LQFOXGLQJ 35%$ FOLPMHV(EUHGDAMHG LQH TERP ARBIQUWANG E\ WKH *U
+HDG RI (6* 7TUDQVIRUPDWLRQ DQG WKH &KLHI 6WUDWHJ\ 6XVWDLQDELOLW\ 2I
UHSUHVHQWDWLRQ DFURVYV DOO ZRUNVWUHDPV HQVXULQJ WKDW WKH 8. LV SURS
GHOLYHUDEOHV DUH HPEHGGHG LQ WKH 8. 7KH 8. +HDG RI 6XVWDLQDELOLW\ LV D

$,% 8. JRYHUQDQFH VWUXFWXUH
5HVSRQVLELOLW\ IRU $,% 8.xV DFKLHYHPHQW RI LWV FOLPDWH UHODWHG REMH
FRPPLWWHHYV

7KH UROH RI WKH $,% 8. %RDUG 5LVN &RPPLWWHH LQ UHODWLRQ WR (6* LV DV VW
UHJDUGLQJ WKH HIIHFWLYHQHVV RI WKH &RPSDQ\xV SROLFLHV DQG SURJUDPP!
PLWLIJDWLQJ (QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH (6* ULVNV LQFOXGLC
&RPSDQ\xVY RSHUDWLRQV DQG HQVXUHYV FRPSOLDQFH ZLWK UHJXODWRU\ UHTXLUH

UHYLHZV WKH RXWSXW RI FOLPDWH ULVN VWUHVV WHVWLQJ RQ D SHULRGLF EDVL'

7KH 8. 5LVN &RPPLWWHH UHFHLYHV XSGDWHYV UHJDUGLQJ WKH HIITHFWLYHQHVV RI
ULVN LQ FRQQHFWLRQ ZLWK $,% *URXSxV RSHUDWLRQV DQG HQVXULQJ FRPSOL
VWDQGDUGYV

605 DFFRXQWDELOLW\ DQG /2' RZQHUVKLS OLHV ZLWK WKH +HDG RI &XVWRPHU 6
+HDG RI 6 XVWDLQDELOLW\ HPEHGY WKH 3DUHQW *URXS V VXVWDLQDELOLW\ GHOL"

'XULQJ HOQKDQFHPHQWYV WR 8. %YRDUGxV RYHUVLJKW RI FOLPDWH VWUDWHJ\ C
8. WRDUG PRQLWRULQJ RI FOLPDWH ULVN GHILQLWLRQ RI WKH FOLPDWH ULVN
DVVHVVPHQW RI WUDLQLQJ QHHGYV DFURVYVY WHDPV FRPPLWWHH PHPEHUV DQG Wtk
HPEHG UROHVY DQG UHVSRQVLELOLWLHYVY DV ZHOO DV WKH /2" WDUJHW RSHUDW|
(QYLURQPHQWDO PDWHULDO ULVN

5LVN PDQDJHPHQW

E D GHVFULSWLRQ RI KRZ WKH FRPSDQ\ LGHQWLILHY DVVHVVHV DQG PDQDJHV FOLPDWH U
F D GHVFULSWLRQ RI KRZ SURFHVVHV IRU LGHQWLI\LQJ DVVHVVLQJ DQG PDQDJLQJ FOLPD'
FRPSDQ\ V RYHUDOO ULVN PDQDJHPHQW SURFHVYV
G D GHVFULSWLRQ RI
L WKH SULQFLSDO FOLPDWH UHODWHG ULVNVY DQG RSSRUWXQLWLHY DULVLQJ LQ FRC(
LL WKH WLPH SHULRGV E\ UHIHUHQFH WR ZKLFK WKRVH ULVNVY DQG RSSRUWXQLWLH\

7KH PDQDJHPHQW RI ILQDQFLDO ULVNV IURP FOLPDWH FKDQJH DUH LQWHJUDWHG
FDQ DULVH IURP

3K\ VLFDO ULVN GHILQHG DV WKH SRWHQWLDO QHJDWLYH ILQDQFLDO LPSDFW W
IUHTXHQW H[WUHPH ZHDWKHU HYHQWY DQG JUDGXDO FKDQJHV LQ FOLPDWH DV
ZDWHU DQG ODQG SROOXWLRQ ZDWHU VWUHVV ELRGLYHUVLW\ ORVV DQG GHIRL
DULVHV IURP H[WUHPH HYHQWY LQFOXGLQJ GURXJKWYV I|IORRGYV DQG VWRUPV DC
VXFK DV LQFUHDVLQJ WHPSHUDWXUHY VHD OHYHO ULVHV ZDWHU VWUHVV ELRGI
UHVRXUFH VFDUFLW\ 7KLV FDQ GLUHFWO\ UHVXOW LQ GDPDJH WR SURSHUW\ RU
HYHQWY VXFK DV WKH GLVUXSWLRQ LQ VXSSO\ FKDLQV

7TUDQVLWLRQ ULVN GHILQHG DV WKH SRWHQWLDO QHJDWLYH ILQDQFLDO LPSDFW
DGMXVWPHQW WRZDUGV D ORZHU FDUERQ DQG PRUH HQYLURQPHQWDOO\ VXVWL
DGRSWLRQ RI SROLFLHY DQG OHJDO UHTXLUHPHQWY LQFOXGLQJ UHJXODWLRQV F
ORZ FDUERQ DOWHUQDWLYHV W HQFRPSDVVHV WKH ULVNV DVVRFLDWHG ZLWK 1
HILVWLQJ SURGXFWV ZLWK ORZHU HPLVVLRQ RSWLRQV DV ZHOO DV FKDQJHV LQ F
SUHIHUHQFHV

/ILDELOLW\ ULVN 3K\VLFDO ULVN WUDQVLWLRQ ULVN DQG QRQ FRPSOLDQFH RI
H[SRVXUHV IRU $,% *URXS VWHPPLQJ GLUHFWO\ RU LQGLUHFWO\ IURP OHJDO FOI
*URXS OHYHO DQG 8. OHYHO WKH PDQDJHPHQW RI FOLPDWH ULVN LV LOWHJUDWH
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$ SDUW RI WKH $,% 8. ODWHULDO 5LVN $VVHVVPHQW 05% &OLPDWH DQG (QY
PDWHULDO ULVN WR $,% 8. GXH WR LWV LPSRUWDQFH DV D NH\ VWUDWHJILF SLOOI
VRFLHWDO H[SHFWDWLRQV WKH SDFH DQG YROXPH RI UHIJXODWRU\ GHYHORSPHQ
ZHOO DV SRWHQWLDO DVVRFLDWHG UHSXWDWLRQDO ULVNV .H\ ILQGLQJV WKDW
SRWHQWLDO WR VLIJQLILFDQWO\ LPSDFW $,% *URXS LQ WKH VKRUW \HDUV  PH(
WKDW ERWK WUDQVLWLRQ DQG SK\WWLFDO ULVN DUH DOUHDG\ LQ WKH WRS WHQ UL

&OLPDWHWIGMNLQHG DV WKH SRWHQWLDO QHJDWLYH LPSDFWV GXH WR FOLPDWH
E\ GLUHFW H[SRVXUH WR FOLPDWH FKDQJH DQG LQGLUHFW H[SRVXUH WKURXJK |
LPSDFWV WKDW WKH EXVLQHVV DQG LWV FXVWRPHUV DQG VXSSOLHUV KDYH RQ \
*URXS DQG LWV FXVWRPHUYV DQG VXSSOLHUYV

(QYLURQPHQWBWHLMMNMG DV WKH SRWHQWLDO QHJDWLYH LPSDFW RI WKH DFWLYL
RU VXSSOLHUV GLUHFWO\ RU LQGLUHFWO\ WR WKH QDWXUDOO\ RFFXUULQJ OL
FRQVWLWXWLQJ WKH ELRSK\VLFDO HQYLURQPHQW &KDQJHV LQ WKH VWDWH RI Q
*URXSxV ILQDQFLDO SHUIRUPDQFH WKURXJK ULVN HYHQWY DQG FRXOG UHVXOW L
DQG HFRQRPLF IXQFWLRQV

7KH $,% 8. %RDUG DSSURYHG & ( 5LVN DV D PDWHULDO ULVN WR WKH EXVLQHVV L(

7KH (6* )UDPHZRUN HQVXUHV WKDW WKH 3DUHQW *URXSxV DSSURDFK WR WKH PD
XQGHUVWRRG IURP WKH 3DUHQW *URXS %RDUG DQG GRZQ WKURXJK DOO RSHUL
*URXSxV FRQWLQXHG SURJUHVV WKH (6* )UDPHZRUN ZLOO EH UHWLUHG RYHU WK
WKURXJK WKH QHZ & ( 5LVN J)UDPHZRUN DQG 3ROLF\ ZKLFK ZDV DSSURYHG E\ WK
'HFHPEHU W VHWV RXW WKH SULQFLSOHV UROHV DQG UHVSRQVLELOLWLHYV
ULVN PDQDJHPHQW DFURVV DFURVV WKH 3DUHQW *URXS DQG $,% 8. ,W VLWV ZLW
PDWHULDO ULVN IUDPHZRUNV VXSSRUWLQJ WKH 5LVN ODQDJHPHQW )UDPHZRUN ,V
WKDW & ( ULVN LV PDQDJHG LQ OLQH ZLWK RXU RYHUDOO SXUSRVH WKH ILYH N
*URXSxV DQG $,% 8. V VWUDWHILF REMHFWLYHV

'XH WR WKH SHUYDVLYH QDWXUH RI & ( ULVN DQG LWV LPSDFW RQ RWKHU SULQF
WKHVH SULQFLSDO ULVNV DUH LQFRUSRUDWHG ZLWKLQ WKHLU UHOHYDQW ULVN
VSHFLILF FRQVLGHUDWLRQV ZLWKLQ WKH FUHGLW ULVN SROLFLHY DQG UHJXODWEF

)RU PRUH LQ GHSWK LQIRUPDWLRQ RQ WKH 3DUHQW *URXS V 05%$ SURFHVV DQG R
WKH $,% *URXS SOF $QQXDO )LQDQFLDO 5HSRUW

$,% *URXS SOF $QQXDO )LQDQFLDO 5HSRUW KWWSV DLE LH LQYHVWRUUHODWLRQV ILQDQFLDO LQIRUP

6WUDWHJ\

H D GHVFULSWLRQ RI WKH DFWXDO DQG SRWHQWLDO LPSDFWV RI WKH SULQFLSDO FOLPDW
FRPSDQ\ V EXVLQHVV PRGHO DQG VWUDWHJ\

| DQ DQDO\VLV RI WKH UHVLOLHQFH RI WKH FRPSDQ\ V EXVLQHVV PRGHO DQG VWUDWHJI\
UHODWHG VFHQDULRV

$,% 8. KDV MXVW UHDFKHG WKH HQG RI D WKUHH \HDU F\FOH LQ ZKLFK WKH DLP
EXVLQHVYV LQ WKH LOWHUHVW RI DOO RXU VWDNHKROGHUV ZKLOH EDFNLQJ RXU
XSFRPLQJ WKUHH \HDU F\FOH ZLOO IRFXV RQ SXWWLQJ FXVWRPHUV ILUVW JUHHQ

7KH LPSDFW RI & ( ULVN LV LQFRUSRUDWHG LQ WR WKH *URXS ZLGH 6WUHVV 7HV
VFHQDULR DQDO\WLV WR HYDOXDWH WKH SRWHQWLDO LPSDFW RI YDULRXV FOLPD
DQG RYHUDOO ILQDQFLDO SRVLWLRQ 6FHQDULR WHVWLQJ HQDEOHV WKH DVVHV
QRW RQO\ GLUHFW SK\VLFDO ULVNV EXW WUDQVLWLRQ ULVNV DULVLQJ IURP VKLI
ODQGVFDSHYV

7KH FOLPDWH VWUHVV WHVWLQJ DSSURDFK DQG DVVRFLDWHG PRGHOV FRQVLGHU
QXPEHU RI R¥VHRRXWSRVXUHV 7KH LQLWLDO VFRSH RI FOLPDWH VWUHVV WHVWL(
SULPDULO\ IRFXVHG RQ WKH FUHGLW ULVN LPSOLFDWLRQV IRU WKH ORDQ SRUWIR
PRVW PDWHULDO LPSDFW RI FOLPDWH VWUHVVHV LPSDFWV WKH 3DUHQW *URXS .
DGYDQFHV RQ WKH EDODQFH VKHHW

5HIHU WR WKH 7&)' 'LVFORVXUH LQ WKH $,% *URXS SOF $QQXDO )LQDQFLDO 5F
WKH ULVNV DQG RSSRUWXQLWLHY RQ WKH 3DUHQ'$,% 8. ZLOO FRQWLQXWHVWBRWH
PHWKRGRORJLHY DQG IUDPHZRUNV XVHG WR DVVHVV WKH LPSDFW RI FOLPDWH UL
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OHWULFVY DQG WDUJHWYV

J D GHVFULSWLRQ RI WKH WDUJHWV XVHG E\ WKH FRPSDQ\ WR PDQDJH FOLPDWH UHODWHC
RSSRUWXQLWLHY DQG RI SHUIRUPDQFH DJDLQVW WKRVH WDUJHWYV DQG

K D GHVFULSWLRQ RI WKH NH\ SHUIRUPDQFH LQGLFDWRUV XVHG WR DVVHVV SURJUHVV DJI
ULVNVY DQG UHDOLVH FOLPDWH UHODWHG RSSRUWXQLWLHY DQG RI WKH FDOFXODWLRQV RQ

6FLHQFH EDVHG WDUJHWYV 6%7vV KDYH EHHQ VHW IRU 6FRSH HPLVVLRQV FRYH
Rl WKH 8. EDVHOLQH ORDQ ERRN ORUWJDJH SRUWIROLR &5( OHQGLQJ ER
WKH &RUSRUDWH 3RUWIROLR

7KH DVVHVVPHQW RI WKH ILQDQFLDO LPSDFW DVVRFLDWHG ZLWK 6%7V WR D C
DJULFXOWXUH LV QRZ D IRUPDO SDUW RI EXVLQHVY DQG ILQDQFLDO SODQQLQJ
FRVWY DQG PDUJLQV DVVRFLDWHG ZLWK PHHWLQJ WKH 6%7V RYHU WKH SHULRG R

7KH $,% 6XVWDLQDEOH /HQGLQJ )UDPHZRUN LV D FODVVLILFDWLRQ DQG PHDVXUH
SURYLGH WUDQVSDUHQF\ RQ WKH W\SHV RI DFWLYLWLHV ZH ZRXOG FRQVLGHU W
DOLJQV ZLWK RXU UHJXODWRU\ REOLJDWLRQV WR XQGHUVWDQG WKH LPSDFW RI

RI $,% 8.xV WRWDO OHQGLQJ ZDV JUHHQ DQG WKH ILQDQFLDO SODQ LQF

:LWKLQ $,% 8. SURJUHVV WRZDUGVY DFKLHYLQJ VXVWDLQDELOLW\ WDUJHWV LV PR
1HZ *UHHQ /HQGLQJ *%3 dP Y WDUJHW

1HZ *UHHQ /HQGLQJ RI WRWDO QHZ OHQGLQJ Y WDUJHW

1IHZOHQGWRJ8. 5SHVLGHQWLDO PRUWJDJHV IRU (QHUJ\ (IILFLHQW +RPHV Y W
1HZ OHQGLQJ WR 8. &5( IRU (QHUJ\ (IILFLHQW %XLOGLQJV Y WDUJHW
(PLVVLRQ LOQWHQVLW\ PDLQWHQDQFH IRU 8. (OHFWULFLW\ *HQHUDWLRQ J &=
([SRVXUH WR FRXQWHUSDUWLHV ZLWK ! )7( FRYHUHG E\ 6%7V Y WDUJHW
1HZ OHQGLQJ WR VHFWRUV ZLWK KLJKHU WUDQVLWLRQ ULVN

B i adin e e e e ol

&OLPDWH (QYRURQFPIHQWZDYV LGHQWLILHG DV D PDWHULDO ULVN IRU $,% 8. DV
DVVHVVPHQW $FWLYLW\ ZLOO EH RQJRLQJ LQ WR EXLOG RQ H[LVWLQJ ZRUN
PRGHO IRU FOLPDWH HQ{LWRR FHDWMNLRH V& ( ULVNV DUH PRQLWRUHG WKURXJK
DFURVV WKH 3DUHQW *URXS

$,% 8. V FOLPDWH ULVN DSSHWLWH LV GHILQHG IRU YLD VHYHQ TXDOLWDWLYH
O 5HVLGHQWLDO ORUWJDJHV UDWHG $ RU % Rl QHZ OHQGLQJ
O &RPPHUFLDO 5HDO (VWDWH UDWHG $ RU % Rl QHZ OHQGLQJ

5LVN PHWULFVY DUH UHSRUWHG TXDUWHUO\ 7KH HVFDODWLRQ SURFHVV LV FRPPI
WULJJHU RU OLPLW IRU DQ\ RI WKH PHWULFV 7KLV HQVXUHY HVFDODWLRQ ZLWKL

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RQ ILQIDIFGE VX VW OLLQY B B PO M\
VWDWHPHQW

,Q%$,% 8. SROLFIRDHWHGLQ SODFH WR HQDEOH XV WR HPSRZHU SHRSOH WR EXLOC
OLQH ZLWK RXU VWUDWHJLF SWHRQ LQYR K& REWRPREHUYDWYWRQDO (IILFLHQF\

,Q DFFRUGID/QWEHEWLRQV &% DQG &% Rl WKH &RPSDQLHV $FW WKH WDEOH Et
KDYH LQ SODFH WKDW DUH UHODWHG WR WKH QRQ ILQDQFLDO DQG VXVWDLQDELCQC
D GHVFULSWLRQ Rl WKHP DQG KRZ WKHLU HIIHFWLYHQHVV LV PRQLWRUHG

$00 SROLFLHY OLVWHG EHORZ DUH 3DUHQW *1$, 8. DQG UHYLHZHG LQ OLXDDYIDWE
*URXS V 3ROLF\ *RYHUQDQFH )UDPHZRUN

2XU QRQ ILQDQFLDO DQGHUIRUPDQFH LQGLFDWRUYV FDQ EH IRXQG LQ WKLV FRQV
ZLWKLQ WKH 6XVWDLQDELOLW\ VHEFWLRQ

,QIRUPDWLRQ UHODWHG WR RXU EXVLQHVV PRGHO FDQ EH IRXQG LQ WKH 2XU 6WU

&OLPDWH DQG (QYLURQPHQW ULVNV DUH D SUL(PRI RQ SDJHV LQ, %, %UR X
PDQGDWRU\ FOLPDWH UHODWHG ILQDQFLDO GLVFORVXUH DQG RXU 5LVN PDQDJHP

(QYLURQPHQWDO PDWWHUV

3ROLFLHYV DQG IUDPHZR'UWN¥WKIWKRQ RI SROLF\ IUDPHAHRWNDOW LQIRUPDWLRQ WR KHOS XQ
JRYHUQ RXU DSSURDFK LPSDFW DQG RXWFRPHV
(QYLURQPHQWDO SROLFAKH SXUSRVH RI RXU (QYLURQP&ADVPDW IS DAMLG \HIQW MFRR QP HQ
(QHUJ\ SROLF\ HQDEOH XV WR FDUU\ RXW RXU EXVLQHVV LQ DQ
HQYLURQPHQWDOO\ UHVSRQVAR®H DBOSURPFKOWRQAMDLPDW F
PDQQHU SDJHV
42XU FDUERQ HPLVVLRQV S
2XU (QHUJ\ SROLF\ HQDEOHYV %0 DAORG B VRW\ RIP\S (RRABH WUDI
EXVLQHVV DV HQHUJ\ HIILFLF Q@WOLFDWSRYNDBDWHG ILQDQF
UHGXFH RXU FDUERQ IRRWSULQW DQG WR DFKLHYH
FRQWLQXRXV LPSURYHPHQW L3 MQHWRXS SOF 6 XVWDLQDEL
SHUIRUPDQFH

6XVWDLQDEOH /HQGLQJ2XWBNYZRIDNQDEOH /HQGLQJ } a*UHHQ QHZ OHQGLQJ SHUIR!
HQDEOHYV WKH FODVVLILFDWLl a*UHHQ OHQGLQJ SDJH
ORDQV DV JUHHQ WUDQVLWL 3&OLPDWH UHODWHG ILQDQF
KDV GHYHORSHG WR SURYLGI
FULWHULD WKDW $,% HPSOR\ 4%$,% *URXS SOF 6XVWDLQDEL
UHSRUWLQJ RQ JUHHQ DQG W
KHOS XV DFKLHYH RXU DPELV
OHQGLQJ VKRXOG EH JUHHQ
,W LV EDVHG RQ LQGXVWU\ E
DOLJQHG ZKHUH DSSOLFDEO
UHJXODWLRQ DQG ZLOO HYR(

*UHHQ %RQG JUDPHZRUNKH SXUSRVH RI RXU *UHHQ %&RQG HODPHZRBUQJILVSDJIH
WR HQDEOH $,% RU LWV VXE VASS KD ULRIXS WAFLEXXWDLQDEL
JUHHQ ERQG LQVWUXPHQWY ZKLFK PD\ LQFOXGH
FRYHUHG ERQGY VHQLRU ERQGV SUHIHUUHG RU QRQ
SUHIHUUHG VXERUGLQDWH ERQGV DQG PHGLXP
WHUP QRWHV WR ILQDQFH DQG RU UHILQDQFH JUHHQ
HOLJLEOH ORDQV ZLWK D SRYLWLYH HQYLURQPHQWDO
EHQHILW 2XU JUDPHZRUN LV EDVHG RQ WKH ,&08$
*UHHQ %RQG 3ULQFLSOHYV LQFOXGLQJ WKH
XSGDWHG $SSHQGL[ , RI -XQH DQG GHILQHV
WKH SRUWIROLR RI ORDQV HOLJLEOH WR EH IXQGHG E\
WKH SURFHHGV RI *UHHQ %RQGV LVVXHG E\ $,%
2XU JUDPHZRUN LV DSSURYHG E\ ERWK WKH *6&

DQG 7UHDVXU\ ODQDJHPHQW 5LVN %RDUG

(6* JUDPHZRUN 7KH SXUSRVH RI WKH (6* )UD PH&ORUIWNDULNQ WEROH &RPPXQLWLH
HQVXUH WKDW RXU RYHUDOO DSSURDFK WR WKH
PDQDJHPHQW RI NH\ FRPSRQHRQMOL R WH H) BAB QG ILQDQF
DUH FOHDUO\ GHILQHG DQG ZHOO XQGHUVWRRG 7KLV LV
WR HQDEOH WKH DFKLHYHPH Q¢ B RIUXEVEOFVKXIMWFDLQDEL
REMHFWLYHV LQ OLQH ZLWK RXU ULVN PDQDJHPHQW
IUDPHZRUN ZKLOH GHOLYHULQJ RQ UHJXODWRU\
UHTXLUHPHQWY DQG WKH FR?>PLWPHQWY PDGH WR DOO
RXU VWDNHKROGHUYV

.H\ PDWHULDO ULVNV &OLPDWH DQG (QYLURQPHQW 6WUDWHILF %XVLQHVYV ORGHO 2SHUDW
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(PSOR\HH PDWWHUV

6SHDN XS SROLF\ 6HWV RXW KRZ NH\ VWDNHKRQ@KXUVHPSOR WY SDJH
FROOHDJXHV FRQWUDFWRUV D/GI® ¥KXSSOLS DM GEORY HUVLIKW SDJH
VDIHO\ DQG FRQILGHQWLDOO\aYORI/HGDS RBQWHLRPPLWWHH SDJH
$QRQ\PLVHG UHSRUWYV DUH UHRIRHZHRIERRMDIGKFW  SDJH
3DUHQW *URXS %RDUG $XGLW &RPPLWWHH DW OHDVW
RQFH D \HDU DV ZHOO DV WKH 8. %RDUG $XGLW
&RPPLWWHH

+HDOWK DQG 6DIHW\ SRDHIFY SROLF\ VHWV RXW WKH SUBXS\8OEBOWWSIBYHZH PXVW
WDNH WR HQVXUH WKH VDIHV/&RHRXWKHD O GRABIHMWV\ 5HSRU
FXVWRPHUV FRQWUDFWRUV ¥BYbBWBRXSDGFR6XNVWDLQDEL
ZRUNSODFHV DQG GHILQHV DQG FRPPXQLFDWHYV
WKH UROHV DQG UHVSRQVLEILOLWLHV IRU KHDOWK DQG
VDIHW\ WKURXJKRXW $,%

$,% &RGH RI &RQGXFW 2XU &RGH Rl &RQGXFW VHWV REWQMREZFAMVDRIHLQWHUHVW SDJH
H[SHFWHG WR EHKDYH LQ D FR@@BUGRBRGLWNEHRPPLWWHH SDJH
ZLWK RXU YDOXHV DQG DVNV X¥RGOGRIY&RBRB®PW D G® JH
FROOHFWLYHO\ WR 'R WKH 5LI&Ws KIRXB SWADS$SQKBY WMRODQFLDO 5F
DQ\RQH ZRUNLQJ LQ $,% &ROOHDJIXH WUDLQLQJ
XQGHUWDNHQ RQ WKH &RGH DQG DQ\ EUHDFKHV DUH
UHSRUWHG DQQXDOO\ WR WKH %RDUG $XGLW
&RPPLWWHH

,QFOXVLRQ DQG 'LYHUVEWRPRIRWBW $,% WR FUHDWLQJ D®*HQEGIXVEY B DIFG SHUIRUPEL
VXSSRUWLYH RUJDQLVDWLRQ AW G/M OIQYEH B X CDVXXISHH BL R U
H[SHULHQFH IRU FXVWRPHUV a8SQROXCHR®QQG 'LYHUVLW\
H[WUDRUGLQDU\ SODFH WR ZRUN DQG EULQJV DQ
DSSURSULDWH ILQDQFLDO UHW%BQUG ULYKDWHKR GROU ¥\
DQG WKH HFRQRPLHV LQ ZKL=K LW RSHUDWHY 7DOHQW
DQG &XOWXUH LV RQH RI WKH NH\ VWUDWHJILF EXVLQHVV
SLOODUYV

.H\ PDWHULDO ULVNV &RQGXFW DQG &XOWXUH DQG 2SHUDWLRQDO

6RFLDO PDWWHUYV

$,% 5HVSRQVLEOH 6XSSOHWY BRWHRXU H[SHFWDWLRQ&WES@LRNY VIHSBLHUV
FRQGXFW WKHLU EXVLQHVV LQ@KW\BEY COOLAE XG \DXBBOLHUYV
KRQHVW PDQQHU ZLWK DOO WKHLU VWDNHKROGHUV ,W
GHVFULEHV RXU H[SHFWDWLRQV RQ KXPDQ ULJKWYV
KHDOWK VDIHW\ DQG ZHOIDLH VXSSO\ FKDLQ DQG
LQFOXVLRQ DQG GLYHUVLW\ 6XSSOLHUV DUH H[SHFWHG
WR DELGH E\ LW DORQJ ZLW<K DOO DSSOLFDEOH ODZV
UHJXODWLRQV DQG VWDQGDUGY LQ WKH FRXQWULHV LQ
ZKLFK WKHLU EXVLQHVV LV FRQGXFWHG

&RQGXFW 5LVN SROLF\ 6HWV RXW RXU DSSURDFK WF &8 RHFGWPW WIG\HNQ WE DLAFDW LR Q
DQG PDQDJIJHPHQW RI RXU FR QXX W WRXSI\EORGXVWDLQDEL
LQFOXGHV RXU DSSURDFK WR YXOQHUDEOH FXVWRPHUV

6RFLDOO\ 5HVSRQVLEOH K& YSHUBRWGWR| RXU 65, %RC @ $HUDPHRRYISQF 83WR/WDLQDELOLW\ 5HS
%RQG )UDPHZRUN IXQG GRPHVWLF DQG LQWHUQDWLRQDO SURMHFWY DLPHG
DW JOREDO VXVWDLQDELOLW\ FDUERQ HPLVVLRQV
UHGXFWLRQ DQG VRFLDO LPSURYHPHQW DOO XQGHU WKH
RYHUDUFKLQJ WKHPHV RI (6* $V DQ HVWDEOLVKHG
EX\ WR KROG LQYHVWRU $,% FDQ SURPRWH DQG
VXSSRUW WKH WUDQVLWLRQ WR D PRUH VXVWDLQDEOH
JOREDO HFRQRP\ DQG FRQWULEXWH WR SRVLWLYH
HQYLURQPHQWDO DQG VRFLDO FKDQJH YLD WKH
VXVWDLQDEOH ERQG PDUNHW 7R HQVXUH ZH
PDLQWDLQ D VWURQJ SUHVHQFH LQ WKH VXVWDLQDEOH
ERQG PDUNHW DQG FRQWLQXH WR IXQG SRVLWLYH
LPSDFW SURMHFWY LW LV RXU FRQWLQXHG DPELWLRQ WR
JURZ WKH 65, 3BRUWIROLR WR DW OHDVW RI $,% V
WRWDO ,QYHVWPHQW 6HFXULWLHY LQ WKH PHGLXP WHUP
$,% V WRWDO ,QYHVWPHQW 3HFXULWLHY DUH GLVFORVHG
LQ $,% *URXS SOF V $QQXDO )LQDQFLDO 5HSRUW
2XU JUDPHZRUN LV DSSURYHG E\ 7UHDV XU\
ODQDJHPHQW 5LVN %RDUG DQG QRWHG DW *6&
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6RFLDO %RQG )UDPHZRUKH SXUSRVH RI WKH 6RFLDO R ®CG )JBEBHYRRUBXMWNVDLQDELOLW\ 5HS

WR HQDEOH $,% RU LWV VXEVLGLDULHV WR LVVXH
VRFLDO ERQG LQVWUXPHQWYV ZKLFK PD\ LQFOXGH
FRYHUHG ERQGY VHQLRU ERQGV SUHIHUUHG RU QRQ
SUHIHUUHG VXERUGLQDWH ERQGV DQG PHGLXP
WHUPV QRWHV WR ILQDQFH DQG RU UHILQDQFH VRFLDO
HOLJLEOH ORDQV ZLWK D SRYLWLYH VRFLHWDO EHQHILW
2XU )UDPHZRUN LV EDVHG R WKH ,&0%$ 6RFLDO

%RQG 3ULQFLSOHV LQFOXGLQJ WKH XSGDWHG
$SSHQGL[ , RI -XQH DQG GHILQHV WKH

SRUWIROLR RI ORDQV HOLJLEOH WR EH IXQGHG E\ WKH
SURFHHGV RI 6RFLDO %RQGV LVVXHG E\ $,% 2XU
JUDPHZRUN LV DSSURYHG E\ ERWK WKH *6& DQG
7UHDVXU\ ODQDJHPHQW 5LVN %RDUG

&UHGLW 5LVN J)UDPHZRWNY) RYHUDUFKLQJ *URXS ZLGH FPWHGBIQNVOWHIQMANLQJ SDJH
GRFXPHQW WKDW VLWV ZLWK L& Q/IKA-D WMH/ N HORQW HBPHQW QFLDO GLVF(

JUDPHZRUN RI $,% *URXS DQG VHWV RXW WKH
SULQFLSOHV DQG JRYHUQDQ &% ROUDE 5HYN GRYP ARW W H H
WKH LGHQWLILFDWLRQ DVVHVVPHQW PHDVXUHPHQW
PDQDJHPHQW PRQLWRULQJ DQG UHSRUWLQJ RI
FUHGLW ULVN ZLWKLQ $,% *URXS DQG GHILQHV &UHGLW
5LVN &XOWXUH 7KLV )UDPHZRUN LV VXSSRUWHG E\
WKH *URXS &UHGLW 5LVN 3ROLF\ DQG E\ D VXLWH RI
LQGLYLGXDO &UHGLW 5LVN ODQDJHPHQW DQG &UHGLW
5LVN OHQGLQJ 3ROLFLHV WKDW PD\ EH UHOHYDQW WR
VRFLDO VXVWDLQDELOLW\ VXFK DV WKH BRFLDO
+RXVLQJ SROLF\ DQG RXU ([FOXGHG $FWLYLWLHV
/LVMWDV ZHOO DV HQYLURQPHQOWDO PDWWHUV WKURXJK
RXU 3URMHFW )LQDQFH SROLF\

3DJH

.H\ PDWHULDO ULVNV &OLPDWH DQG (QYLURQPHQW 2SHUDWLRQDO &UHGLW DQGC &RQGXFV

S5HVSHFW IRU +XPDQ 5LIJKWV

ORGHUQ 60DYHU\ DQG +XPR@VWUDWHY RXU FRPPLW PHERQRR LWKHQG VRFLDO LQF(
7UDIILFNLQJ 6WDWHPHM@WWRWHFWLRQ RI KXPDQ ULJKW%ROQ IRX D SIWRIFMO Rl ORGHU

RSHUDWLRQV DQG RXU VXSSO\ FEDILYV WKURXJIK

PHDVXUHYVY RXWOLQHV LQ RXU &XPDP 559 LIKKWW &RPPLWPHQV

&RPPLWPHQW 6WDWHPHQW LV XSGDWHG
DQQXDOO\ LQ OLQH ZLWK WKH ORGHUQ 60DYHU\ $FW
OHJLVODWLRQ

.H\ PDWHULDO ULVNV 5HJXODWRU\ DQG &RPSOLDQFH 2SHUDWLRQDO DQG &RQGXFW DQG &

$QWL FRUUXSWLRQ DQG DQWL EULEHU\ PDWWHUV

JLQDQFLDO &ULPH SROLFAWY RXW DSSURDFK WR HIIHEWRYH @ ISKELW &RPPLWWHH

PDQDJHPHQW RI ILQDQFLDO F 8 %R UL B DKNG IRRP P LW W HH

DQWL EULEHU\ DQG FRUUXSW 135 RQ DIQLF LID@WAURRB FB\UH Y HQ W

ODXQGHULQJ DQG FRXQWHULQJ WKH ILQDQFLQJ RI

WHUURULVP LLL ILQDQFLDO VDQFWLRQV DQG LY I1UDXG

7KH 3ROLF\ FRPSOLHV ZLWK DOO OHJDO DQG
UHJXODWRU\ UHTXLUHPHQWY 7KH %RDUG 5LVN
&RPPLWWHH UHFHLYH SHULRGLF DQG LQFLGHQW
UHSRUWLQJ IURP WKH +HDG RI )LQDQFLDO &ULPH 8.

&RQIOLFWV RI ,QWHUH VAHWSYRRAW\WKH SUDFWLFHV [0 Q&RQNVOIQRMDW RY IGHVH UGN &/

WR DYRLG FRQIOLFWYV RI LQWHUHVW DULVLQJ DQG WR
PDQDJH WKHVH ZKHUH WKH\ DUH XQDYRLGDEOH
(IITHFWLYHQHVYVY LV PRQLWRUHG WKURXJK WKH 7KUHH
/ILQHV RI '"HIHQFH PRGHO

SDJH

.H\ PDWHULDO ULVNV 5HJXODWRU\ DQG &RPSOLDQFH 2SHUDWLRQDO DQG &RQGXFW DQG &

7KHVH SROLFLHV DUH SXEOLFO\ DYDLODEOH DW DLE LH VXVWDLQDELOLW\ XQGHU 5HODWHG &RGHV

7KHVH SROLFLHY KDYH QRW EHHQ SXEOLVKHG H[WHUQDOO\

$,% *URXS SOF 6XVWDLQDELOLW\ 5HSRUW KWWSV DLE LH VXVWDLQDELOLW\
$,% *URXS SOF $QQXDO )LQDQFLDO 5HSRUW KWWSV DLE LH LQYHVWRUUHODWLRQV ILQDQFLDO LQIRUP
$,% *URXS ORGHUQ 60DYHU\ 6WDWHPHQW $UFKLYH KWWSV DLE LH JURXS PRGHUQ VODYHU\ VWDWHPHC

6RFLDO %RQG )UDPHZRUN

KWWSV DLE LH LQYHVWRUUHODWLRQV GHEW LQYHVWRU

3R(
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6HFWLRQ VWDWHPHQW

$ EDODQFH RI VWDNHKROGHU LQWHUHVWY LV GHHPHG WR EH FULWLFDO WR DQ\ C
WKH VWDNHKROGHUV GHILQHG LQ 6HFWLRQ WR WKH GHFLVLRQ PDNLQJ SURF
GHSHQGLQJ RQ WKH GHOLEHUDWLRQV EHLQJ XQGHUWDNHQ E\ WKH %RDUG 7KURX
WKH VDPH DV WKH\ ZHUH LQ &HUWDLQ VWDNHKROGHU HQJDJHPHQW LV FRQC

PDWWHUV RI 3DUHQW *URXS ZLGH VLJQLILFDQFH WR HQVXUH DQ HIILFLHQW DSSUF

,Q WKHLU GLVFXVVLRQVY DQG GHFLVLRQV GXULQJ WKH \HDU WKH 'LUHFWRUV KDYH
EH PRVW OLNHO\ WR SURPRWH WKH VXFFHVV RI WKH &RPSDQ\ IRU WKH EHQHILW
UHJDUG DPRQJVW RWKHU PDWWHUV WR

7KH OLNHO\ FRQVHTXHQFH RI DQ\ GHFIUKIHR @RIU B KY GRQQLWHEHQW RI WKHLU UHV
&RPSDQ\ IRU WKH ORQJ WHUP VXVWDLQDEOH EHQHILW RI WKH VKDUHKROGHUYV DQ
NH\ VWDNHKROGHUV WKURXJK DOO %RDUG GHOLEHUDWLRQV $00 ODQDJHPHQW S
RI WKH SRWHQWLDO LPSDFWV RI WKRVH GHFLVLRQV XQGHU HDFK RI WKH VWUDWH
VWDNHKROGHU JURXSV ZLWKLQ GHFLVLRQ PDNLQJ SURFHVVHV 'XULQJ WKH \HDU
VXFFHVV RI WKH &RPSDQ\ LQ LWV GLVFXVVLRQV RQ VWUDWHJI\

7KH LOQOWHUHVWYV RI WKH FRPBRIQVWWRBPSOR\HXI®O\ DZDUH WKDW RXU SHRSOH DUH
WR GHOLYHU RXU RYHUDOO DPELWLRQ DQG VWUDWHI\ LQ D PDQQHU XQGHUSLQ
&RPPLWWHHY HQVXUH WKDW ZKHQ LW LV PDNLQJ GHFLVLRQV LW KDV GXH UHJDUG

7KH QHHG WR IRVWHU WKH FRPSDQ\ V EXVLQXYSOUHOD WERWW R P &VNK HVOER IRWEK H U
UHFRJQLVHV WKDW RXU FXVWRPHUV DUH DW WKH KHDUW RI RXU RUJDQLVDWLRQ

WKH LPSDFW RI GHFLVLRQV RQ FXVWRPHUVY DQG WKDW WKH &RPSDQ\ PHHWYV WKH
UHVSRQVLEO\ ,Q UHVSHFW RI RXU VXSSOLHUV ZH VHHN WR GR EXVLQHVYV UHVSRC
VRFLDO HWKLFDO DQG HQYLURQPHQWDO YDOXHV DQG WR WKLV HQG ZH KDYH D

SURYLGHG ZLWK RXU VWDQGDUG WHUPV RI SXUFKDVH ZKLFK GHWDLOV RXU SD\I
3D\PHQW 3UDFWLFHY 5HSRUWLQJ UHTXLUHPHQWYV

7KH LPSDFW RI WKH FRPSDQ\ V RSHUDWLRQV RQ WKH FRHP PARILWG BRGVWEHUNQW K|
RI LWV GHFLVLRQ PDNLQJ RQ WKH FRPPXQLW\ DQG WKH HQYLURQPHQW SXUVXDQV
IRU DOO 7KH %RDUG DSSURYHG WKH (QYLURQPHQWDO 6RFLDO DQG *RYHUQDQF!
GHVFULEHV KRZ WKH &RPSDQ\ LQFRUSRUDWHV (6* FRQVLGHUDWLRQV LQWR LW\
SURFHVVHV ZKLFK LQ WXUQ KHOSV VXSSRUW RXU FXVWRPHUV FROOHDJXHV DQG |

7KH GHVLUDELOLW\ RI WKH FRPSDQ\ PDLQWDLQLQJ D UHSXWDWLRTXHR%ROU&G VW
PDLQWDLQV RSHQ DQG FRQVWUXFWLYH HQJDJHPHQW ZLWK LWV UHJXODWRUV DW
7KH %RDUG 5LVN &RPPLWWHH PRQLWRUV NH\ XSGDWHV IURP ODQDJHPHQW DQC
&RPSHWLWLRQ DQG ODUNHW $XWKRULW\xV 6HUYLFH 4XDOLW\ OHWULFV DQG WKH
ILOQDQFLDO UHSRUWLQJ IUDPHZRUN WKDW KDV EHHQ DSSOLHG LQ WKH SUHSDUL
DSSOLFDEOH ODZ 8QLWHG .LQJGRP DGRSWHG LQWHUQDWLRQDO DFFRXQWLQJ VWI

'"HFLVLRQV PDGH GXULQJ WKH \HDU

7KH IROORZLQJ DUH VRPH RI WKH GHFLVLRQV PDGH E\ WKH %RDUG WKLV \HDU ZK
EHHQ WDNHQ LQWR DFFRXQW DV SDUW RI %RDUG GLVFXVVLRQV DQG GHFLVLRQ PL
%RDUG DVVHVVHG DQG FKDOOHQJHG WKH LPSOLFDWLRQV RI WKH UHYLVHG VWUD
DOLIQHG WR RXU VWDNHKROGHU JURXSV
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'"HFLVLRQ :KDW +DSSHQHG
6WUDWHIVXULQJ WKH FRXUVH RI WKH %RDUG H[HUFLVHG VWURGCJ RYHUV
SUHYLRXV VWUDWHJ\ WKH DUHDV RI VXFFHVV DQG DJHDV IRU
7KH 6WUDWHJ\ ZDV DSSURYHG LQ 1RYHPEHU IROODRZLQJ L

/IHDGHUVKLS 7HDP PHPEHUYV

2XU 6KDUHKRQGBY Rxu QH[W VWUDWHJILF F\FOH DQG DOLJQHG WR RXU YDOXHYV
PRVW IURP $,% IRU WKH OLIH WKH\xUH DIWHU 7R GR WKLV ZH KDYH
IRFXV &XVWRPHU )LUVW *UHHQLQJ WKH /RDQ %RRN DQG 2SHUDWLR:

2XU 5HIXODWRUWRXS KDV LQWURGXFHG D QHZ &KLHI &XVWRPHU 2I1ILFHU H[HFXV
LOQVLIKW DQG IRFXV RQ WKH FXVWRPHU WKURXJK DOLJQLQJ RXU VW
WKH ZKROH RI WKH $,% HQWHUSULVH 7KLV ZLOO LPSURYH XSRQ Wtk
HOWHUSULVH VROXWLRQV MRXUQH\V DQG SURSRVLWLRQV DQG ZLOC

2XU &XVWRRWUW UHFRJQLVHG WKDW ZH QHHG WR GR WR PRUH WR KHOCS FRPED
D GULYLQJ IRUFH LQ WKH WUDQVLWLRQ WR D ORZHU FDUEFRQ IXWXU
GHGLFDWHG &OLPDWH &DSLWDO VHIJPHQW $,% 8. ZLOO VXSSRUW RX
WUDQVLWLRQ UHTXLUHPHQWY DQG DVSLUH WR EH WKH EDQNLQJ SIL
FKRVHQ VHFWRUV

2XU &ROOHDJXHV
‘H PXVW DQG ZLOO LPSURYH RXU GLJLWDO FDSDELOLW\ DFURVV DJl
GHOLYHUV IRU FXVWRPHUVx ILQDQFLDO QHHGV LPSURYLQJ WKHLU
GHOLYHULQJ RXU SURGXFWY DQG VHUYLFHV LQ D SURDFWLYH VHDP

$v SDUW RI WKH VWUDWHJ\ IRUPXODWLRQ WKH %RDUG FRQVLGHU
GLUHFWLRQ RI WKH VWUDWHJ\ FHQWUHG DURXQG L SXUSRVH D
FKDOOHQJHVY DQG RSSRUWXQLWLHV

7KH 5LVN IXQFWLRQ SHUIRUPHG D IXOO VHFRQG OLQH RI GHIHQFH U
WKH FRPSUHKHQVLYHQHVYVY DSSURSULDWHQHVY DQG RSHUDWLRQDO
$00 NH\ VWUDWHJILF LQLWLDWLYHY DQG NH\ HQDEOHUV RI WKH VWU

LWDO 5 UHFRJQLWLRQ RI WKH IDFW WKDW WKH &RPSDQ\ KDG PDLQWDLQH
XFWXURI LWV UHJXODWRU\ UHTXLUHPHQWY LQ UHFHQW \HDUV WKH %RDUG
XLGLWWH VWUXFWXUH LQ OLQH ZLWK WKH &RPSDQ\xV FDSLWDO PCQDJHPHC
ODQDJIJHPHQW

([HEXWLRQ ZDV FRPSOHWHG E\ ZzD\ RI D FDSLWDO UHGXFWLRQ IROO
RUJDQLVDWLRQ ZKLFK LQFOXGHG D FDSLWDO GLVWULEXWLRQ E\ ZD\
LVVXDQFH RI $GGLWLRQDO 7LHU 6HFXULWLHY DQG D 6XERUGLQDWH

2XU 6KDUHKRIOHE EHIJXODWRU ZDV HQJDJHG DW DQ HDUO\ VWDJH RI WKH SURSRVD
7KH FDSLWDO UHVWUXFWXUH IXUWKHU HPSKDVLVHG WKH EFQHILFLD
E\ GHPRQVWUDWLQJ WKDW FDSLWDO FRXOG EH HIIHFWLYHCO\ UHWXU
WKH DFWLRQ

2N 5HJXODé/\él:lélvaFDUHIXO FRQVLGHUDWLRQ RI WKH PDWWHU LQFOXGLQJ WKH (
ORQJ WHUP WKH %RDUG DJUHHG WKDW WKH SURSRVDO ZRXOG SURP
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'"HFLVLRQ :KDW +DSSHQHG

$SSRLQWPHFQWIRQJ WKH FRXUVH RI WKHUH ZHUH WKUHH NH\ FKDQJHV WR '
QHZ 'LUHF\WRUMFWRUV QDPHO\ WKH DSSRLQWPHQW RI QHZ &RPPLWWHH &KDLU
7HFKQRORJ\ DQG 'DWD 5HVLOLHQFH &RPPLWWHH IRUPDOO\ WKH 7HF
$GYLVRU\ &RPPLWWHH DQG D QHZ %RDUG 'LUHFWRU 7KH DSSRLQW
1IRPLQDWLRQ &RPPLWWHH ZLWK FDUHIXO FRQVLGHUDWLRQ JLYHQ W
QHHGV RI RXU FXVWRPHUV HPSOR\HHV DQG 5HIJXODWRUV 7KLV ZDV
6KDUHKRC § NUOOV H[SHULHQFH DQG NQRZOHGJH WKDW HDFK RI WKH QJHZ DSSIH
WKH H[LVWLQJ %RDUG DQG HQVXULQJ WKH VXFFHVVIXO SURPRWLR(
ZHUH UHFRPPHQGHG WR WKH 3DUHQWxV 1RPLQDWLRQ &RPPLWWHH
&RPPLWWHH WKH 3DUHQWxV %RDUG $XGLW &RPPLWWHH &KDLU ZDV
ILQDO DSSURYDO E\ WKH $,% 8. %RDUG 7KH UHTXLUHG UHJXODWRU\
5HIXODWRRQVLGHUDWLRQ ZDV JLYHQ WR HQVXULQJ WKDW WKH %RDUG PDL
ZHUH PDGH WR H[SDQG WKH %RDUG V GLYHUVLW\ EH\RQG JHQGHU
RFFDVLRQ 7KH %RDUG UHPDLQV FRPPLWWHG WR LQFUHDVLQJ L
FROOHDJXHV FXVWRPHUV DQG ZLGHU VRFLHW\ LWV FRQWLQXHG F
FRPPLWPHQW LV DOVR FOHDUO\ VHW RXW ZLWKLQ WKH %RDUG V 'L\

&XVWRPH JWKH FRXUVH RI WKH \HDU

&ROOHDJXHYV

6RFLHW\

6WDNHKROGHU HQJDJHPHQW

7KH zZD\ LQ ZKLFK WKH %RDUG HQJDJHV ZLWK LWV VWDNHKROGHUV YDULHV DQ
PDQDJHPHQW UHSRUWY DQG XSGDWHV RQ UHOHYDQW PDWWHUV ZKLFK DVVLVW
&RPSDQ\xV RSHUDWLRQV RQ LWV NH\ VWDNHKROGHUV

7KH WDEOH EHORZ VHWYV RXW RXU IRFXV RQ RXU NH\ UHODWLRQVKLSV 1RW DOO
WKH LQIRUPDWLRQ ZLOO LQIRUP EXVLQHVV OHYHO GHFLVLRQV ZLWK DQ RYHUYLI
WR WKH %RDUG RU LWV &RPPLWWHHV ,Q VRPH FDVHV WKLV ZLOO EH WKURXJK D
DUHD LQWHUIDFLQJ ZLWK WKH UHOHYDQW VWDNHKROGHU ,Q RWKHU LQVWDQFHYV
GLUHFWO\ LQ WKH HQJDJHPHQW ,Q HDFK FDVH LW LV LPSRUWDQW IRU DOO PHPI
WKH LVVXHVY UHODWLQJ WR HYHU\ VWDNHKROGHU VR WKHLU YLHZV DUH WDNHQ LC

2XU 6WDNHKROGHUYV

2XU &XVWRPHUV

tKR"
2XU SXUSRVH LV WR HPSRZHU RXU UHWDLO EXVLQHVV DQG FRUSRUDWH FXVWRPI
WKH KHDUW RI WKHLU ILQDQFLDO OLYHV 7KH FXVWRPHU ILUVW DSSURDFK LV D F

+RZ ZH HQJDJH
7KH &XVWRPHU )LUVW DSSURDFK LV D FRUH SLOODU RI $,%xV VWUDWHJ\ DQG WKF
LQ $SULO ZLWK WKH %RDUG UHFHLYLQJ UHJXODU XSGDWHV RQ LWV SURJUHYV
PDGH LQ UHODWLRQ WR WKH )LQDQFLDO &RQGXFW $XWKRULW\ V &RQVXPHU
&KDPSLRQ ZLWK WKH %DQN FRPSO\LQJ ZLWK WKH GXW\ DW WKH HQG RI -XO\
%DQNxV &RQVXPHU 'XW\ 3URJUDPPH FRQWLQXHG LQ + PRQLWRULQJ DQG FOR
H[SHULHQFHVY DQG RXWFRPHV

7KH %DQN VLIQHG XS WR WKH 8. ORUWJDJH &KDUWHU FRPPLWPHQWY GXULQJ WK
UHTXLULQJ H[WUD VXSSRUW LQ PHHWLQJ WKHLU UHSD\PHQWV &XVWRPHUV KDYF
ZLWK WKH %DQN VR ZH FDQ KHOS LGHQWLI\ WKH ULJKW VXSSRUW UHTXLUHG IRU \

7KH FXVWRPHU KDV DOVR EHHQ DW WKH IRUH RI WKH RSHUDWLRQDO UHVLOLHQ!
VHUYLFHV SURYLGHG WR RXU FXVWRPHUV DQG HQVXULQJ WKDW DQ\ GLVUXSWLR
FXVWRPHU KDUP

BBEBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBI
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2XU 6WDNHKROGHUV

,Q DGGLWLRQ WR DWWHQGLQJ DQG KRVWLQJ FXVWRPHU HYHQWYV WKH %RDUG UFE
FXVWRPHU UHODWHG .3,V LQFOXGLQJ FXVWRPHU MRXUQH\ DQG VHUYLFH WLPHYV
WUDQVDFWLRQV IRU NH\ WRXFK SRLQWYV &RPSHWLWLRQ DQG ODUNHW $XWKRULYV
DOO FXVWRPHU FRKRUWY 7KH LPSDFW RI WKH FKDQJHV WR WKH H[WHUQDO EI
FXVWRPHU QHHGYV DULVLQJ IURP WKDW FKDQJH ZHUH DOVR RYHUVHHQ E\ WKH %}
DSSURDFK ZDV FRQWLQXDOO\ DGRSWHG

2XU (PSOR\HHYV

‘KR"

7KH %RDUG LV FRQVFLRXV WKDW RXU SHRSOH DUH WKH NH\ UHVRXUFH DQG H(
DPELWLRQ DQG VWUDWHJI\ LQ D PDQQHU XQGHUSLQQHG E\ RXU YDOXHV (QVXULQ
WR GHOLYHU\ IRU DOO RXU VWDNHKROGHU JURXSV :H DLP WR HQVXUH WKDW D
UROHV

+RZ ZH HQJDJH

2Q DQ RQJRLQJ EDVLV WKH %RDUG PRQLWRUV SHUIRUPDQFH DJDLQVW PHWULFV
,QFOXVLRQ DQG 'LYHUVLW\ 7DOHQW 'HYHORSPHQW DQG RWKHU UHOHYDQW PD
([HEXWLYH 'LUHFWRU GHVLJQDWHG WR HQJDJH GLUHFWO\ ZLWK HPSOR\HHV DFUR
$,% 8. HPSOR\HHV DUH UHSUHVHQWHG DW WKLV OHYHO 7KH %RDUG KDV DSSRLQ
'LUHFWRU DQG &KDLU Rl WKH 1RPLQDWLRQ &RPPLWWHH DV WKH &RPSDQ\xV 6SHD!

7KH %RDUG KDV UHFHLYHG XSGDWHV DQG SURYLGHG LQSXW RQ WKH DFWLYLW
IRFXVHG RQ WKH &xV Rl &XOWXUH &DSDFLW\ DQG &DSDELOLW\ 7KLV LQFOXGH:¢
/JHDGHUVKLS 7HDP UHFUXLWPHQW RI (DUO\ &DUHHUV WDOHQW LQYHVWLQJ LQ |
ZRUNIRUFH DV ZHOO DV HQVXULQJ WKHUH LV DQ XQGHUVWDQGLQJ RI RXU WDOH
VWURQJ VXFFHVVLRQ SODQ

JROORZLQJ WKH HDVLQJ RI UHPXQHUDWLRQ UHVWULFWLRQV LQ 'HFHPEHU \

5HPXQHUDWLRQ 3ROLF\ DQG HQGRUVHG WKH $,% *URXS %RDUG DSSURYHG XSG|

SURYLGH KHDOWKFDUH EHQHILWY WR DOO HPSOR\HHV IURP DQG D YDULDEOH
ZKLFK ZRXOG EH SD\DEOH LQ

$V SDUW Rl WKH DSSURYDO SURFHVV FRQVLGHUDWLRQ ZDV JLYHQ WR WKH L
5HPXQHUDWLRQ 3ROLF\ VXSSRUWHG HPSOR\HHV WR SHUIRUP DW WKHLU KLJKHV\
DOLJQPHQW EHWZHHQ UHPXQHUDWLRQ DQG WKH 5LVN $SSHWLWH 6WDWHPHQW

HQFRXUDJHV D WUDQVLWLRQ WR D ORZ FDUERQ HFRQRP\ ZKLOH VXSSRUWLQJ EXV

2XU 6RFLHW\

tKR"
2XU FRPPXQLWLHY DQG VRFLHW\ DV D ZKROH DUH WR WKH IRUHIURQW RI DOO
FHQWUDO WR RXU VXVWDLQDELOLW\ VWUDWHJ\

+RZ ZH HQJDJH

7KH (6* DJHQGD LV D SULRULW\ IRU 6XVWDLQDEOH &RPPXQLWLHV ZKLFK LV D
HYHU\WKLQJ ZH GR 7KH SLOODU IRFXVHV RQ WKUHH NH\ DUHDV &OLPDWH DQG (¢
IXWXUH SURRILQJ RI WKH EXVLQHVYV VWUDWHJ\

W LV UHFRJQLVHG WKDW FOLPDWH FKDQJH PXVW KDYH JUHDWHU SURPLQHQFH L
'LUHFWRUV KDYH EHHQ FRJQLVDQW RI WKLV LQ FRQVLGHUDWLRQV DQG GHFLVLRQ
RI WKH $,% *URXS (6* )JUDPHZRUN DQG DGKHUHQFH WR WKLYV

7KH %RDUG DOVR FRQVLGHUV WKH ZLGHU LPSDFW RI GHFLVLRQV XSRQ VRFLHW\ C
WKH ORGHUQ 60DYHU\ VWDWHPHQW ZKLFK VHWYV RXW $,% *URXSxV +XPDQ 5LJKW
WKH RSSRUWXQLWLHY DYDLODEOH WR XV WR PLWLJDWH DJDLQVW +XPDQ 5LJKWV
DOPRVW VXSSOLHUV DQG RXU 5HVSRQVLEOH 6XSSOLHU &RGH

BBEBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBI
$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW




2XU 6WDNHKROGHUYV

2XU 6KDUHKROGHU

tKR"
(QJDIJHPHQW ZLWK WKH 3DUHQW *URXS LV FUXFLDO WR XQGHUVWDQGLQJ WKH §,
WKDW

+RZ ZH HQJDJH
'LUHFWRUV PDLQWDLQ DFWLYH HQJDJHPHQW ZLWK WKH 3DUHQW *URXS ZLWK UH.
*URXS QRPLQDWHG 'LUHFWRUV +HOHQ 1RUPR\OH DQG *HUDOGLQH &DVH\

7KH $,% *URXSxV &KLHI ([HFXWLYH 2IILFHU DQG &KLHI 5LVN 2IILFHU DWWHQGHG
WKURXJKRXW WKH FRXUVH Rl WKH \HDU DQG WKHUH LV UHJXODU LQWHUDFWLRQ
%RDUGV LQFOXGLQJ DQQXDO DWWHQGDQFH DW &RPPLWWHH PHHWLQJV DQ DQQ
DOVR DWWHQGHG WKH 3DUHQWxV 6WUDWHJ\ 'D\ 2WKHU LQIRUPDO LQWHUDFWLR
'LUHFWRUV RI $,% 8. DQG $,% *URXS DOO RI ZKLFK VXSSRUWV FRQWLQXHG HQJDJ

$V LQ OLQH ZLWK JRYHUQDQFH UHTXLUHPHQWY WKH 3DUHQW ZDV FRQVXOWHG |
\HDU

2XU 5HIXODWRUYV

tKR"
2XU 5HIXODWRUV LQFOXGH WKH 3UXGHQWLDO 5HIXODWLRQ $XWKRULW\ DQG WK
ZLWK RXU 5HIXODWRUY HQVXUHV WKDW ZH DUH ZHOO SRVLWLRQHG WR PHHW RXL

+RZ ZH HQJDJH
7KH %RDUG &KDLU DQG &KDLUV RI WKH %RDUG $XGLW &RPPLWWHH DQG %RDUC
GLDORJXH ZLWK RXU 5HIXODWRUV WKRXJK ERWK FRQWLQXRXVY DVVHVVPHQW DQG

35$ UHSUHVHQWDWLYHYVY DWWHQGHG WKH %RDUG PHHWLQJ LQ 1RYHPEHU W

6XPPDU\ OHHWLQJ OHWWHU 7KH %RDUG SRVLWLYHO\ HQJDJHG ZLWK WKH 35% DQ
WKH %DQN LQ UHODWLRQ WR SUHYLRXV IHHGEDFN DQG ZLGHU PDFUR HFRQRPLF F

7KLY 6WUDWHIJLF UHSRUW ZDV DSSURYHG E\ WKH %RDUG DQG ZDV VLIJQHG RQ LWV

+LODU\ *RUPOH\
0DQDJLQJ 'LUHFWRU

ODUFK
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5LVN PDQDJHPHQW UHSRUW

,QWURGXFWLRQ

5LVN LV LQKHUHQW LQ WKH SURYLVLRQ RI ILQDQFLDO VHUYLFHV DQG $,% 8. DVV
DFWLYLWLHV $ ULVN LV GHILQHG DV WKH SRVVLELOLW\ RI DQ HYHQW RFFXUULQ
EXVLQHVV RU SURFHVV REMHFWLYH IRU H[DPSOH GDPDJH WKH FRUH HDUQLQJV |
UHGXFH FDSLWDO WKUHDWHQ EXVLQHVV UHSXWDWLRQ RU YLDELOLW\ UHVXOW L
SRRU FXVWRPHU RXWFRPHV &RQVHTXHQWO\ HIIHFWLYH ULVN PDQDJHPHQW L
VXVWDLQDEOH JURZWK DQG SURWHFWLQJ FXVWREHA\8. XL WK H LMANU D Q6L BLSE WA
XQGHUSLQQHG E\ WKH QHHG WR KDYH D VWURQJ ULVN FXOWXUH ZKLFK LV GUL
IUDPHZRUNV DQG SROLFLHV DQG WKH 7KUHH /LQHV Rl 'HIHQFH PRGHO &ROOF}
PDQDJHPHQW DQG RZQHUVKLS RI ULVN 7R IXUWKHU HPEHG WKLV HYHU\ HPSC
PDQDJHPHQW REMHFWLYH DV SDUW RI WKH DQQXDO SHUIRUPDQFH PDQDJHPHQW
WKDW DUH LQKHUHQW LQ WKHLU UROH

7KH 3SDUHQW *URXS@
7KH 3DUHQW *URXS 65LVN 0D 3DUHQW *URXS@V 5L

JupPHZRUN s0)  VxsSRUWY I
EXVLQHVV DFWLYLWLHV DQ

] 7KH %RDUG KDV XOWLPDWH UHVSRQVLELOLW\ I
\;XVVVBJVEF\}VJ;(';VDS\G VPHDWQV\[/)LJaJG va ULVN WDNLQJ DFWLYLW\ LQ WKH %DQN

Y] 7KH %DQN KDV DGRSWHG D 7KUHH /LQHV RI 'HIH
LGHQWLILFDWLRQ PRQLWRULC ULVNV DUH PDQDJHG LQ DOLJQPHQW ZLWK WKH
5:_VUNLV'S‘RLYVHVUXQHDVQESGVSV\;JURXYFLVSXH DVVHVVPHQW
DFFRXQWDELOLW\ IRU HDFK PD 7KH %DQN LGHQWLILHY DVVHVVHV DQG UHSRU
0,
#DQN DV LGHQWLILHG WKURX SHUIRUPDQFH PDQDJHPHQW DQG VWUDWHJILF G|
5LVN $VVHVVPHQW SURFHVV SURFHVVHV RI WKH %D QN
ODWHU TUEP SDJH 7KH %DQN GHYHORSV DQG XVHV PRGHOV DFURYV
5LVN SHUIRUPDQFH LV PHDVX DQG DFWLYLWLHV WR LQIRUP NH\ VWUDWHJLF E
WKH %DQN V ULVN DSSHWL\ GHFLVLRQV
DSSURYHG E\ WKH %RDUG DW 7TKH %DQN DFFHSWV WKDW FHUWDLQ DGGLWLRQ

PD\ EH WDNHQ DFURVV WKH VKRUW WR PHGLXP

SLVNV WR IXWXUH SHUIRUPDQF LQLWLDWLYHV IRU WKH EHQHILW RI DOO LWV V\
E\ FRQGXFWLQJ IRUZDUG ORRN WHUP
DQG VFHQDULR DQDOIVLV Wy e N I S I F I IR

ZKLFK DUH FRQVLGHUHG E\ F

o 7KH %DQN RSHUDWHY DQG PDQDJHV LWV ULVNV
DQG WKH %RDUG $SSHWLWH 6WDWHPHQW

,Q DGGLWLRQ D NH\ SDUW RI 7KH %DQN XQGHUVWDQGY PDQDJHV PHDVXUHV
LGHQWLILFDWLRQ RI HPHUJLQ. UHSRUWY DOO ULVNV LW WDNHV RU RULJLQDWH
SDUW RI WKH ODWHULDO 5LV 7KH %DQN DLPV WR SURYLGH FODULW\ LQ DOO |
ZKLFK DUH GHVFULEHG RQ SDJ ZLOO KHOS WR EHWWHU LQIRUP EXVLQHVV GHFI

5LVN FXOWXUH

7KH %DQN VXSSRUWV WKH GHOLYHU\ RI D VWUR

5LVN ODQDJHPHQW FDSDELOLWLHY DUH YDOXHC
GHYHORSHG

&RQWURO HQYLURQPHQW

7KH %DQN KDV D VI\VWHP RI LQWHUQDO FRQWUR
H

UDWKHU Q HOLPLQDWH ULVN

VLYH ILW IRU SXUSRVH I
UH LV LQ SODFH WR VXSS
JXOD
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SLVN JRYHUQDQFH

5LVN JRYHUQDQFH LV LQWHJUDO IRU HIIHFWLYH ULVN PDQDJHPHQW DFURVV WKH
UHSRUWLQJ HYDOXDWLRQ DQG HVFDODWLRQ RI ULVN FRQFHUQV XSZDUGV WR V
JRYHUQDQFH RI DOO ULVN WDNLQJ DFWLYLW\ LQ $,% 8. 7KH %RDUG KDV GHOHJD\
YDULRXYV E FRPPLWWHHYVY 7KH DFWLYLWLHV RI WKH %YRDUG DQG %RDUG VXE FRF
5HSRUW $Q RYHUYLHZ RI H{HFXWLYH JRYHUQDQFH LQ $,% 8. LV VXPPDULVHG E

&RPPLWWHH 5HVSRQVLELOLW\

8. /[HDGHUVKLS 7HDN SULPDU\ DXWKRULW\ DQG UHVSRQVLELOLW\ IRU WKH GD\ WR
GHYHORSPHQW RI VWUDWHJ\ IRU WKH %DQN ZLWK FRUH DUHDV R
%XVLQHVV '"HYHORSPHQW 3HUIRUPDQFH DQG 2SHUDWLRQV %XV
ODQDJHPHQW DQG 7DOHQW DQG &XOWXUH

&RPPLWWHHYV ZLWK GHOHJDWHG DXWKRULW\ [ URP 8. /[HDGHUVKLS 7HDP

8. 5LVN &RPPLWWIHDQDIHYVY WKH JRYHUQDQFH RI DOO ULVNV LQ WKH %DQN HQVXU!
8.5& DVVHVVHG PDQDJHG PRQLWRUHG HVFDODWHG DQG UHSRUWHC
*URXS 5LVN ODQDJHPHQW )UDPHZRUN ,W DOVR HQVXUHVY SODQV

DSSURYHG ZLWKLQ DJUHHG ULVN DSSHWLWH
8. 8UHGLW &RPPLWWHH LV D VXE FRPPLWWHH RI WKH 3DUHQW &I
UHSRUWLQJ OLQH LQWR 8.5& ,W LV UHVSRQVLEOH IRU H[HUFLVL
OLPLWYV WR FXVWRPHUV LQ OLQH ZLWK WKH %RDUG DSSURYHG S

8. 2SHUDWLRQV *RYHUQV WKH NH\ RSHUDWLRQDO LQIUDVWUXFWXUDO DFWLYLWL
&RPPLWWHH SHUIRUPDQFH RSHUDWLRQDO UHVLOLHQFH EXVLQHVV FRQWLQ X
GDWD TXDOLW\ DQG FKDQJH

8. ([SHFWHG &UHGHWLHZY FKDOOHQJHV DQG DSSURYHV 8. (&/ SURYLVLRQ VWR
/IRVV O(&/x &RPPRAXVWHRHPHU VSHFLILF SURYLVLRQV

8. $VVHW /LDELGHWLHZYVY DQG PDQDJHV IXQGLQJ DQG FDSLWDO LPSOLFDWLRQV W
ODQDIJHPHQW &RPIPLVHWHBEBQG OLDELOLW\ PDQDJHPHQW DJDLQVW DSSURYHG ULVN
OLTXLGLW\ FDSLWDO DQG PDUNHW ULVNV LQ OLQH ZLWK UHOHY

7TKUHH OLQHV RI GHIHQFH

$,% 8. RSHUDWHYV D O7KUHH /LQHV RI '"HIHQFHX /12" PRGHO LQ WKH GHOLQHDW
DFWLYLWLHV ZLWK WKH $,% 8. %9RDUG XOWLPDWHO\ UHVSRQVLEOH IRU HQVXULQJ
E\ WKH ([HFXWLYH &RPPLWWHHYV

7KUHH /LQHV RI '"HIHQFH

SHYHQXH JHQHUDWLQJ DQG FOLHQW IDFLQJ DUHDV DORQJ ZLW
FRPSULVH /2' ZKLFK RZQ WKH ULVNV ZKLFK WKH\ WDNH WKURXJ
Hﬁﬁéﬁ SULPDU\ UHVSRQVLELOLW\ IRU ULVN PDQDJHPHQW LQFO
WRULQJ WKHVH ULVNV DQG HQVXULQJ WKDW HIIHFWLYH JR
PLWLJDWH WKHP 7R FRPSOHPHQW WKLV ZRUN DQG WR SURYL
JRYHUQDQFH ULVN PDQDJHPHQW DQG FRQWURO SURFHVVHV IL
XQGHUWDNHQ
5LVN LQFOXGLQJ WKH &RPSOLDQFH IXQFWLRQ DV WKH /2' SUF
FKDOOHQJH WR /2' DQG DGYLFH DQG JXLGDQFH ZLWK UHJDU
LQFOXGHV WKH VHWWLQJ RI ULVN VWUDWHJ\ DUWLFXODWHG WK
6HFRQG /LOH Rl DQBQOKPLWY FRQVLVWHQW ZLWK 5LVN $SSHWLWH FUHGLW V
/2" FKDOOHQJLQJ WKH HIIHFWLYHQHVV RI ULVN PDQDJHPHQW DQG
LQGHSHQGHQW REMHFWLYH DVVHVVPHQW DQG UHSRUWLQJ RQ $,
LV VXSSRUWHG E\ VHFRQG OLQH DVVXUDQFH DFWLYLW\ WR DVV
HIITHFWLYHQHVV Rl WKH FRQWURO HQYLURQPHQW

*URXS ,QWHUQDO $XGLW LV D IXQFWLRQ ZLWKLQ WKH RUJDQLVDYV
OLQHV RI GHIHQFH SURYLGLQJ WR WKH %RDUG RI 'LUHFWRUV W

7KLUG /LQH Rl '"HUBGABHQGHQW YLHZ RQ WKH NH\ ULVNV IDFLQJ WKH %DQN DQG
GHVLJQ DQG WKH RSHUDWLRQDO HIIHFWLYHQHVV RI JRYHUQDQF
FRQWURO HQYLURQPHQW

JLUVW /LQH RI
/2"

SLVINSSHWLWH

7KH %RDUG VHWV WKH ULVN DSSHWLWH IRU WKH %DQN LQIRUPHG E\ WKH ODWHUL
HIWHQW RI ULVN WKDW WKH %DQN LV ZLOOLQJ WR WDNH DFFHSW RU WROHUDWH
5LVN $SSHWLWH 6WDWHPHQW 5%6 LYV DQ DUWLFXODWLRQ RI WKH WROHUDQFH F
DERXW WKH QDWXUH DQG W\SH RI ULVN WKH %DQN LV ZLOOLQJ WR DFFHSW DQG -
RI DFFHSWDEOH ULVN DFURVY DOO RI WKH %DQN V PDWHULDO ULVNV ,W LV FRQ!
VHHNV WR HQFRXUDJH DSSURSULDWH ULVN WDNLQJ E\ VHWWLQJ GLUHFWLRQ DQ(
ZLWK WKH EXVLQHVV VWUDWHJ\

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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7KHVH DUH FDVFDGHG WKURXJK WKH EXVLQHVV LQ IUDPHZRUNV SROLFLHV DXW}
PHFKDQLVP WR VXSSRUW WKH HPEHGGLQJ RI D VWURQJ ULVN FXOWXUH DQG
PDQDJHPHQW EHKDYLRXUV WKURXJKRXW WKH RUJDQLVDWLRQ 3HUIRUPDQFH DJD
PRQWKO\ EDVLV YLD WKH &52 5HSRUW

SLVIZWVHVVPHQW

$,% 8. XQGHUWDNHY D WRS GRZQ 05% SURFHVV RQ DW OHDVW DQQXDOO\ DQG PF
LQWHUQDO RU H[WHUQDO HQYLURQPHQW 7KH 05$ LGHQWLILHY DQG DVVHVVHV W
RI DFKLHYLQJ WKH DSSURYHG EXVLQHVV VWUDWHJ\ WR HQVXUH WKDW WKUHDYV
UHOHYDQW ULVNV DUH FRQVLGHUHG IRU FDSLWDO SXUSRVHV 7KLV DOVR LQFOY
LQIOXHQFH WKH LPSDFW RU OLNHOLKRRG RI WKH %DQNxV PDWHULDO ULVNV DO
WKURXJK PDQDJHPHQW DFWLRQ 5LVN GULYHUV PD\ DOVR FXW DFURVV D QXPEH

WUDQVLWLRQ ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH JHRSRKROLZWMDED®WVLQYV
LGHQWLI\LQJ PDWHULDO ULVNV WKH 05%$ LV D NH\ LQSXW LQWR

O 7KH 5$6 LQIRUPLQJ GHFLVLRQV DURXQG ULVN WDNLQJ LQ SXUVXLW RI LWV E
7KH )LQDQFLDO 30DQ LQ XQGHUVWDQGLQJ WKH NH\ ULVNV WR DFKLHYLQJ W
$ FRPSUHKHQVLYH IUDPHZRUN DQG SROLF\ DUFKLWHFWXUH IRU PDQDJLQJ D
5LVN UHSRUWLQJ LQ VHWWLQJ WKH VWUXFWXUH IRU WKH PRQWKO\ &52 5HSI

7KH ,QWHUQDO &DSLWDO $GHTXDF\ $VVHVVPHQW 3URFHVYV ,&$$3 DQG ,C
SURFHVYV /$$3 LQ GHWHUPLQLQJ KRZ PXFK FDSLWDO DQG OLTXLGLW\ $,%
SURILOH

5HJXODU DQG RQJRLQJ DVVHVVPHQWY RI ERWWRP XS ULVNV DQG FRQWUROV DUH
PDWHULDO FKDQJH LQ WKH RUJDQLVDWLRQ WR SURFHVVHV WR WKH LQWHUQDO |
7KLV HQVXUHV WKDW DOO ULVNV DUH LGHQWLILHG HYDOXDWHG DQG FRQWUF
HITHFWLYHQHVV RI WKH ULVN PDQDJHPHQW SUDFWLFHV )RU VRPH ULVNV VXFK D
ULVN DVVHVVPHQW WDNHV WKH IRUP RI D 5LVN &RQWURO $VVHVVPHQW 2WKH
WKHPVHOYHV WR PRUH TXDQWLWDWLYH ULVN PHDVXUHPHQW PHWKRGRORJLHV RU
DQG QDWXUH RI WKH DVVHVVPHQWY YDU\ GHSHQGLQJ RQ WKH ULVN

7KH PDWHUUDBHQWVY.NMHG DV SDUW RI WKH 05%$ DSSOLFDEOH GXULQJ WKH UHSRU
SDJHV

O
O
¢}
O

6WUDWHJLF EXVLQHVYVY PRGHO ULVN

7KH ULVN WR WKH %DQN@V HDUQLQJV DV D UHVXOW RI QRW DFKLHYLQJ WKH D
LOQFOXGHY WKH ULVN Rl LPSOHPHQWLQJ DQ XQVXLWDEOH VWUDWHJ\ RU PDLQWCE
LQWHUQDO DQG H[WHUQDO IDFWRUYV

.H\ '"THYHORSPHQWYV LQ 1 OLWLJIJDWLRQ i

| |
ZDV WKH ILQDO \HDU RI WKH WK &HHWHDW HIWE DO QLRDW.Y VXSSRUWHG E
FRQFOXGHG D VLJQLILFDQW DPRXQW HL\FKDRREXVW®R WESUBDFK WR ILQDQFLDC
EXVLQHVV LQFOXGLQJ WKH 60( SRURYRODRFELYSR¥ROLQBVY ORGHOI  &DSL\
UHIRFXV RQ WDUJHWHG VHFWRUV |LQ YW RRRISKR UDQG ERYIRQOWLQJ SROLFLHYV
PDUNHW DQG GHOLYHU\ Rl DQ RSHUDWSQUQFRGBE WBEBQ® UXOHRWHQFOXGLQJ WKR
DJLOH HIILFLHQW DQG VWUHDPOLQHG® HYMLQDBQGRDIAKN DSBRIWLWH VHWWLQJ

UHIOHFWYV RXU IRFXV RQ VRFLDO DQf Z¥hiHR OXRGHR IDBRCWAP Q% RDUG FORVH

VXSSRUW WKH 3DUHQW *URXS 1 % DONURIWHAD 3 DO SHUIRUPDQFH DQG S
EXLOGLQJ D *URXS ZLGH GHGLFDWHGW&PMWPMWE RERSLAMA S 1 v |
VHIPHQW ! !

|

1

1

1

1

1

1

1

1

1

1

1

1

1

1

i

1

: ! 4 6XVWDLQDELOLW\ LV RQH RI WKH 3DUH
| '"HVSLWH PDFURHFRQRPLF KHDGZLQGVWWwUDWRYLMHT®0DUV DOG WKH BDUHQW
i VWURQJ SURILWDELOLW\ WKDW EHQHI MWK IYRE K3JERE 6RWWUBYWwW\ DFURV
, UDWHV ~ZKLFK DUH QRZ H[SHFWHG WR KXPNYhHlj BHEMFGHUR DSSURDFK 7KH 3C
! /RRNLQJ IRUZDUG WR FRQWLQXHG@xHRD{RDDERQRALF s HIXODWRU\ | &KDQJH
| XQFHUWDLQW\ LV H[SHFWHG 2XU IRFXY ZAQPHERYG WR \GROEQERBH WKH! (6* 7UDC
i VKHHW JURZWK DQG PLWLIDWLRQ RI GBgRYULEHPYUL VA WKQ ZRYKNVMUHDPY FRYHU
| IDVWHU UDWH UHGXFWLRQV SULFH DIBQEWERRC WO KBWHRWURONRUpPDQDIHP
y D ZHDNHQLQJ 8. HFRQRPLF RXWDRRNq|gON WRIKENLIH DQG FRPSOLDQFH DQG
! JHRSROLWLFDO WHQVLRQV GULYLQby PRSYRVEBRBDMLRO DFURVY DOoO ZRU
I XQFHUWDLQW\ DQG LQIODWLRQDUV SURMMAY Rk RV H{SHOWEGUMR FRQVLGHUHG
1

1

1

1

1

1

UHPDLQ LQ LQIOXHQFLQJ PR‘?HWB%‘GS\B@L#\W\SMﬁ-i@@bPH GHOLYHUDEOHV D
FKDLQV DQG DIIRUGDELOLW\ 7KHVH gk@Os FRQWLQXH WR EH

FORVHO\ PRQLWRUHG WR XQGHUYWDQG WKHLU LPSDFWV DQG
RSSRUWXQLWLHV !
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&DSLWDO DGHTXDF\ ULVN

7KH ULVN WKDW WKH %DQN EUHDFKHY RU PD\ EUHDFK UHJXODWRU\ FD|ISLWDO U
IRUZDUG ORRNLQJ EDVLV DFURVY D UDQJH RI VFHQDULRYV LQFOXGLQJ ) VHYHUH

e o o o o o o e

.H\ '"HYHORSPHQWYV LQ : OLWLJDWLRQ :
7KH %DQN PDLQWDLQHG D VWU'RQJ$ D 8LWDO DSRR/SAWHE& QW KH 3DUHQW *UR X ¢
WKURXJKRXW ZLWK VXEVWDQWILDOORK—]II—HIEDUIVQ\MR&DBI]WGDIIDWWHTXDF\ 6LVN JUubD

UHTXLUHPHQWY DQG LQWHUQDO ULVNVBIS\S\HWRWW OWRKLIWV NEDULSRMRFHYVHV ]
VWUHVV WHVWLQJ DFWLYLWLHV LQ DUUGORROMOWUWHGE WRBHY DQG UHVSRC
UREXVWQHVV Rl WKH FDSLWDO SRVLWYVRSQSRYMD WKIHQ J&$H3H DQQXDO !

,&$$3 DQG WKH TXDUWHUO\ FDSLW%OHQNVSH\@:\/E#@W\QLWﬁ@V WKH NH\ GULYHUYV
PHWULFV ZHUH UHYLHZHG GXULQJ U DR RAR WY Hy x"U\H WKDW UHJXODWRU\

FRQWLQXHG WR DSSURSULDWHO\I UHLOHFMG ER W mq;vy,@u i

UHTXLUHPHQWY DQG WKH XQFHUWI:)LQ J]-I WI—L}J &l@ IJ’-IE?L Bg U%WSHFRYHU\ 30D0Q

‘H FRQWLQXHG WR GHYHORS RXU EOLPFDLV\/AfLJH_WNQaD@ WyKDW FRXOG EH
FDSDELOLWLHV DFURVV RXU NH\.ULV@JWQHUQV WKURXJK

1
GHGLFDWHG FOLPDWH ULVN SURJUDPPH :H KDYH HQKDQFHG |
RXU ULVN DSSHWLWH DQG PHWULFY DQG PDGH HQKDQFHPHQWYV H
WR RXU SURGXFW JRYHUQDQFH SURFHVV WR LQFOXGH FOLPDWH !
ULVN FRQVLGHUDWLRQV 1

r—-
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
L

7KH ULVN WKDW WKH %DQN ZLOO LQFXU ORVVHYV DV D UHVXOW RI D FXVWRPHU F
FUHGLW H[SRVXUH FRPPLWPHQW ERWK RQ DQG RIIl EDODQFH VKHHW KDW LW
WKH ULVN WKDW FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV XVHG E\ WKH|ILUP SUI

.H\ '"HYHORSPHQWYV LQ i OLWLIJDWLRQ i

1
&UHGLW TXDOLW\ KDV UHPDLQHG VWD FEH PO HEWLOURRS &HNMSLWHSLVN )UDP
WKH KLJKHU LQIODWLRQ DQG LQIWHU&-IM-V‘GLN\DWU-NN-IQRDULRQIDIHJQIV\ANKH RYHUDUF
BHFWRU DSSHWLWH LV UHJXODUO\ UWHYLIFHKZ N E WD R & W Z/\KPHHJHSULQFLSOnHV R1 KF
DSSURSULDWH DGMXVWHG IRU WKRVH G/HEWRILWY G R\DW VHNVNAWHGDSSURYHG P
E\ FXUUHQW HFRQRPLF DQG JHRSROLWUABAUWPRPGLWKREYM GRFXPHQWV DUH VX!

,Q OLQH ZLWK H[LVWLQJ SUDFWLFH MLV IRIFRBAEEOWHERWFLHY  VWDQGDU(
PRQLWRU WKH DSSURSULDWHQHVV RI E'ﬁzleﬁ-Fo ﬁk‘\w— %SéUWRWHU GHWD'-O
XVH RI PRGHO RYHUOD\V LQFOXGL HGLW ULVN:PHWULF\'
DGMXVWPHQWY WR UHIOHFW FXUUHQWS BQ R VF@@@L PRV Y KLFK
PD\ QRW EH IXOO\ UHIOHFWHG LQ:W&(I—B FBRG?—FCQ\LWQUJ@’D\M/I{IRQJLD,Q\IGSURILOH RI WK
WKH LQWHUHVW UDWH HQYLURQPHIQW RMRRQ WG 8 RMW WR \EHHFR®W LIBHE HBR 1ISURY LG H
DV SDUW Rl WKH (& DVVHVVPHQWYV :KPHDLQHD WHKPHAMGHV I DRW RIWHX  ULVNV ZLWKLQ V
DUH QRW GLUHFWO\ UHIOHFWHG !ZLW&RQWWKH. R% D8 WD LORGHOMSRUWY LQFOX(
DGGLWLRQDO PDQDJHPHQW RYHUOD\V BEQ®H EMHQIRDMQWRQLQYHGNY DUH! FRQVLG
WR UHIOHFW DQ\ XQGHUHVWLPDWLRQ F?/VNﬂSHFFHAKW\G.‘FHI—DG]_GNV‘Uﬂ-V%RDUGlSLVN &R
i, a ,Q UHODWLRQ WR (6* WKH %DQN XOQ
! TXHVWLRQQDLUH IRU KLJK ULVN VHFWR
: LQFRUSRUDWHG LQWR FUHGLW! DSSOLF
! PDLQWDLQV DQ H[FOXVLRQ OLVW IRU VH
: LQFRQJUXHQW ZLWK WKH %DQNXV 6XVWDL
1
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$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



)XQGLQJ OLTXLGLW\ ULVN

/ILTXLGLW\ 5LVN LV WKH ULVN WKDW WKH %DQN ZLOO QRW EH DEOH WR IXQG L\
ZLWKRXW LQFXUULQJ XQDFFHSWDEOH FRVWYV RU ORVVHYV )XQGLQJ 5LVN LV WK
HIWHQGHG H[FHSW DW XQDFFHSWDEOH FRVW

.H\ '"THYHORSPHQWYV LQ ! OLWLIJDWLRQ ]

1
$,% 8. FRQWLQXHV WR KDYH VXUSODH &EMHFALMAH RQGLTXLGLW\ PDQDJIHPF
PDLQWDLQV IXQGLQJ OHYHOV VLUQLIWKDQWOW LOO O [WHPWVRIS, % 8. KIROGV VX
UHJXODWRU\ UHTXLUHPHQWYV i PHHW LWV FRQWUDFWHG DQG FR.QWLQJH(

7KH %DQN LV QRW FXUUHQWO\ UHOLDW\M%EszW}@IQQﬁFBd(@WDUWMHV bw D
PDUNHWV IRU IXQGLQJ DQG KDV D RDAKXUHS$BBQ GXQGLERRN/LTXLGLW\ 5LVN 0DQ
WKDW LV SULPDULO\ VRXUFHG IURP 5HWPHDRDKGD @B USRIDRHVLQJI )XQGLQJ L
FXVWRPHU GHSRVLWV HPDQDWLQJ IUBPV R DIRMLIFQ G/ HW IRXKMM. QYKH UHTXLUHPHQ
DQG 1RUWKHUQ ,UHODQG :H KDYH VHW®HD (AKNQJHKLQ MQFDOXGHV DGKHUHQFH
FRPSRVLWLRQ RI GHSRVLWV LQ OLJKMQGNVKHIRBUWRR) @HMI@HG OLTXLGLW\ U
SUHVVXUHV DQG WKH PRUH FRPSHW LYY H QKL JI6H & IJQW]EIIDJ[HGIW)RRNLQ:J OLTXL
UDWH HQYLURQPHQW ZKLFK LV HIS H MHA\GN IMR] FIRMGV IPOXI W QMR QJ WKH /LTXL

$V DW VW 'HFHPEHU " RIOWAWBRLFK VHWV RXW PDQDJHPHQW D
FXVWRPHU GHSRVLWYV ZHUH LQVXUH®LWKIGLWKYWHKHVB.VFHQDULR !

JLQDQFLDO 6HUYLFHV &RPSHQVDWLRL AP H xF&6Qs Lv GHULYHG IURP YDU
! FKDQQHOV ZKLFK LPSURYHV WKH DELOL
XQH[SHFWHG OLTXLGLW\ VKRFNV!

1

i

! 4 7KH %DQN PDLQWDLQHG D KHLJKWHQH!
: SRUWIROLR PRQLWRULQJ LQ WKH SHULR
! 69% DQG &UHGLW 6XLVVH UHODWHG YROL
i LQWHUQDO VWUHVV RXWIORZ UDWHV UHV
i RXWIORZ UDWHV EHLQJ DSSOLHG ZLWk
! VFHQDULR OLQNHG WR WKH FRPBELQHG I
: SD\PHQWYV DQG VRFLDO PHGLD DIIHFWV

JLQDQFLDO ULVN

7KH ULVN RI XQFHUWDLQ UHWXUQV DWWULEXWDEOH WR IOXFWXDWLRQ LQ PDU
SRWHQWLDO ORVV LQ HDUQLQJVY RU YDOXH LW UHSUHVHQWY D ULVN WR WKH LQ

.H\ '"THYHORSPHQWYV LQ i1 OLWLIJDWLRQ ]

1 1
$,% 8. GRHV QRW UHWDLQ PDWHULBO7KHD WOKWWHWL\BNVRQ)WWAHZRUN DQG UHOL
EDODQFH VKHHW DOWKRXJK LW LV VHQVUHWMLY 5 0DRA W@ WNXSQRQW WKH PDQDJIH!
SHUVSHFWLYH WR ODUJH LQWHUHVWRUDWHY RRYNMPHQWY DQG .

WKHUHIRUH ,QWHUHVW 5DWH 5LVIN 3L @k W ity %R DRNRW D BRI N 0 0\ UHGIXFHV HIS
,55%% LV WKH SULPDU\ )LQDQFLDOW%UNXJM“M?@%Q&JKDZ\{(LFK LV FRIQGXFWHC
EHQHILWHG IURP DQ LQFUHDVH LQ LQWdiiy We U RWH V3 DR 'vaHDvb(U\ IXQFV

PDUNHWY QRZ DVVXPH UDWHYV KDYH SF&%N%G(PDLO\ZLEODQ/ E\}-iJ (??QW RIILFH DOG L

WR IDOO RYHU UHFHLYH D UDQJH RI YDOXDWI_RQ DQG
2WKHU )LQDQFLDO ULVN VXE ULVINV BHBHYXDRMH HER®WYV ZKLOH 8. $/&R

WKRXJK FRQVLGHUHG QRQ PDWHULDO pi BN 5 RUWRQ LUK FRPPHQWDUI DQG
(TXLWN\ LQYHVWPHQW ULVN DQG )RhIJHLJQJ [EénQJH ULVN

! 4 3DUHQW *URXS ZLGH ,%25 WUDQVLWLRQ S
RYHUVHHQ WKH WUDQVLWLRQ R:l FXVWRI

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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7KH SRWHQWLDO ORVV WKDW PD\ EH LQFXUUHG DV D FRQVHTXHQFH [RI GHFLV
RXWSXW RI PRGHOV GXH WR HUURUV LQ WKH GHYHORSPHQW LPSOHPHQWDWLRC

.H\ '"HYHORSPHQWYV LQ i OLWLJDWLRQ i

$,% 8. FRQWLQXHV WR EXLOG RQ LUW& PRMGHOQVQD BRSEIBLOLWN.HUDPH
SULPDULO\ DV WKH\ UHODWH WR FUHGEROUEVNVDQR ILSQORFHDOWRLV S U
WR VXSSRUW ERWK VWUDWHJILF S{JLRLPLDKDLD-IJ\HFDI-Q;GNWHRI LW B UNR YWHL WNK H 7 K
FXVWRPHU H[SHULHQFH | FRQWUROV UHTXLUHG DFURVV,

| ORGHO ULVN UHPDLQV D IRFXV ZLWK LP-UFRYFHRdWRR pBleQy WRGHO PRQ
i GDWD LVVXH PDQDJHPHQW SURFHVV DRE BRHYRAGRLWH QW RHSDWLRQ R
| DGYDQFHG G\QDPLF FDOLEUDWLRR VRSRWRREYDWR JREEIRPQFH . Q|
! HVWLPDWH GLVWRUWLRQV DVVRFLPWH&HY LK ER YROWRANBRWAIR o
! PDFURHFRQRPLF FRQGLWLRQV GXULQY! W4l P GiPWH I

PRGHUDWHG +RZHYHU FKDOOHQJh\éLBHHR’]IXIOCD)UD\UFIBQGWWLRQVPRGHOL:
DUH VWLOO RXWVLGH WKRVH XVHG IMRN KE XWOHG ([WKXIW P RIG DOQWG WK H %

LQFOXGLQJ D KLJKHU LQIODWLRQ DQ@GzRPW Hp HEYibU BRRRIKYIW p & v DLE

PRVW PDWHULDO ,)56 PRGHOV KDYH EfiNQ 4P SHREHGKBRIDHQIH DW H
DOO PRGHOV DUH FORVHO\ PRQL:WRLM@PQQ,QVWXVWPHQ%V [

1
DSSOLHG ZKHUH GHHPHG DSSURSU:LDaWJiﬂKH 3DUHQW *URXS LV GHYHOFE

i PRGHOV WR DVVHVV WKH SK\VLHR
H LPSDFW RI FOLPDWH FKDQJH RQ]
! WKH 8. WKURXJK WKH (6* !

2SHUDWLRQDO ULVN

7KH ULVNV DULVLQJ IURP LQDGHTXDWH RU IDLOHG LQWHUQDO SURFHVVHV S
LQFOXGLQJ /HIJDO 5LVN

.H\ '"HYHORSPHQWYV LQ 1 OLWLIJDWLRQ 1

1 1
2SHUDWLRQDO 5LVN UHPDLQHG VVWADERH 25QUDWLRDIDMKS5LVN ODQDIJHPHQW IU
RSHUDWLRQDO ORVVHV UHGXFLQJ IURPRXW WKH SULQFLSOHV VXSSRUWLQJ SR

1

1

1

1

1

1

1 1

! ,QIRUPDWLRQ &\EHU 6HFXULW\ ,7 7KYOESRAMYELSWDHLID GJRYHUQDdIFH puu
! &KDQJH 5LVN DUH FRQVLGHUHG WR E P UREH PRMY!I BB \RFGUHPILRQDO WLVN PDC
| RSHUDWLRQDO ULVN DUHDV 3URJUHWKIHROMAN x (PF KywRX B $d VINy KDV D VXSSR
| FAEHU VHEXULW\ FDSDELOLWLHV Lb UV W RyRXW Ol Gy Wdky| B QLPXP FRQW!
! HIWHUQDO WKUHDWV HQJDJHPHQW zLWRUNKIRIBEHBWOHVRWEBRYRPXVWIEH DGKF
! VXSSRUW D IRXU \HDU SURJUDPPPHA %GRGLWHESQDBMK\ WKE 8. KDV DQ RQJIRLQJ
! RULJLQDWLRQ DQG FRUH DFFRXQW FRQWURPW HOQKDQKHEHQW SURJUDPPH Wi
! HQKDQFHPHQWV WR WKLUG SDUW\ P\DHOHD J HPSHQRAY HIP FIQRWAY LPSOHPHQWHG DF
i
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

RYHUVLJKW FRQWURO DQG SURFHVVHWHDYFDXG LRQ FWHRDLVFHV '

SURYLGHG E\ WKH B3DUHQW WKH RQJRLOYHYRRHGLOMLRRXH %DQNxV 6XVWDL
SURJUDPPH IRU GDWD TXDOLW\ LVVXH\y QG SOWHIRHHD P& Y WR LPSURYH
GHSOR\PHQW RI DQ $JLOH PRGHO WFRK DGKD R UDWLRQDO FRQVLGHL
SURJUDPPHV 7KH %DQN FRQWLQXHV g R/LFROVIANWVWION VRFLDWHG | ZLWK F
LPSDFW RI SK\VLFDO DQG WUDQVLWLR® KYRANK DVAR - Wedp 3L Y Ky N FDSLWDO
FOLPDWH FKDQJH DFURVV 2SHUDWLRQRQ YFELWLIRY ULRE®XEBRBXL0GLQJI RXU F
SHUWDLQLQJ WR FRQWLQXLW\ DQG RSYERYWLRORP Y¥ Vi QYHQRP WSS HUV D
SDUW\ SURYLGHUV DQG SURGXFWVIDQGsBHBRKRWAW IBRRY SURSRVLWLRQV WR VX
! WUDQVLWLRQ WR D JUHHQHU HFRQRP\

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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5HIXODWRU\ &RPSOLDQFH ULVN

7KH ULVN Rl OHJDO RU UHJXODWRU\ VDQFWLRQV PDWHULDO ILQDQFLDD ORVV R
UHVXOW RI D IDLOXUH WR FRPSO\ ZLWK WKH SULQFLSDO ODZV UHJXODWLRQV
FRGHV RI FRQGXFW DSSOLFDEOH WR LWV EDQNLQJ DFWLYLWLHYV

.H\ '"HYHORSPHQWYV LQ : OLWLIJDWLRQ |

I
7KH G\QDPLF DQG HYROYLQJ UHJXQODW RKHF DN PDIQBWVEFDEW D FRPSUHKHQVL)
FROQWLQXHV WR EH D NH\ IHDWXUIH RIDWKHSRDQBIHFHQNWR/ILQJ RXW WKH SULC
UHJXODWRU\ FRPSOLDQFH ULVN IRU WKHWIR@QVLEKS LWDEON HON\G JRYHU|QDQFH L
EHHQ SURDFWLYH DFURVV NH\ DUHDV RIHIRFXD/WRIRO X G L&RPBOLWQFH 5LVN 7K
RI' OLYLQJ DQG LQFUHDVLQJ LQWHUWXS\S RUDMAKGE BUHNNYVWHIRY DQG FRQWURO
&RQVXPHU "XW\ LPSOHPHQWDWLRQLGH@MELI\ P6GG SUHYHQW ILQDQFLEDO FULP

LPSOHPHQWDWLRQ ! 3 ODQGDWRU\ WUDLQLQJ LV SURYLIGHG WR
7KH OHYHO DQG VRSKLVWLFDWLRIQ RH/HDXQG QRR@WGRRHV WR LPSURYH DZD
LQFUHDVH DFURVV WKH EDQNLQJ IJQG)OVQ/\GHUD/Q\G’.)QJCKU—QBD\RHQWHJXODWIRU\ REC
6HUYLFH 5HIXODWRU FRQWLQXHV WR FRIPVHKARU NQ DWW KGHS R BL AL HMQ |

OLDELOLW\ WR EDQNV IRU DXWKRULYHGoS%VKERB\PHRWY RYFH QI KRHlJL]RQ VF

DQ DQWL PRQH\ ODXQGHULQJ SHUVSHLFd’\H WLIWKEHK YO RRWLR UHJXODWRU\
UHJLPH FRQWLQXHV WR HYROYH L®Q U ERAPURDWAKH FRQIOLFW LQ !

S8NUDLQH DOWKRXJK WKH SDFH RI PKDQSJII_\/ﬁDgu% ? |I:-||§|/GLQGHSHQGHQW IRYHUVLJ

FKDOOHQJH WR WKH EXVLQHVV WR HQVX
OHJDO FKDQJH LV XQGHUVWRRG DQG PDQ
WKURXJK HIIHFWLYH FRQWUROV PQG JRY!

a 5LVN FRQGXFWV WKHPDWLF DHYLHZV
LQGHSHQGHQW RYHUVLJKW RI UHJXODWR

"HYHORSPHQWYV LQ WKH IXWXUHIUHODWL
8. DQG (8 FRQWLQXH WR EH PRQLWRUH
DSSURSULDWHO\ WR WKH FKDQJHV

UHTXLUHPHQWY DQG WR DQ\ VXEVHTXHQ
SURFHVVHV EHWZHHQ WKH 8. DQG 3DUHQ

a $,% 8. ZLOO FRQWLQXH WR PRQLWRU WKH
HQVXUH FRQWLQXHG FRPSOLDQFH ZLWK V
ZLOO SURYLGH JXLGDQFH WR EXVLQHVV Z

Q

&RQGXFW FXOWXUH ULVN

&RQGXFW ULVN LV WKH ULVN WKDW VA\VWHPLF DFWLRQV RU LQDFWLRQYV E\ WKH
PDUNHW LQVWDELOLW\ &XOWXUH ULVN LV WKH ULVN WKDW WKH FRU YDOXH'
FRQVHTXHQFH DUH QRW FRQVLVWHQWO\ GHPRQVWUDWHG WKURXJK VWPII EHKD)

.H\ '"HYHORSPHQWYV LQ : OLWLJDWLRQ :

Q WKH ULVN RI SRRU RXWF%PI&XZ)ORNJH\KDHPLV\LR?QV WKDW LPSD'FW FXVW
FXVWRPHUV RU PDUNHWYV DULVLQJ |URFHWBHOEBORR@GXRW WK¥N DVVHVVPHQW
%DQNxV SURGXFWVY DQG VHUYLFHY FRQWH QPOHG/HWRDEK BRVRQHDV DUHD LV UH\
Rl RQJRLQJ IRFXV ,Q DGGLWLRQ WKEH®WQNLQHFRIQBKEW ULVNV DQG DSSU]
FRJQLVDOW RI WKH SUHVVXUHV RQ FX\DFRAIRQW FDKN R GG WKW &RPPLWWHH LV
FXUUHQW FRVW RI OLYLQJ SUHVVXURWYHUYGE HDQQ XPKH PDRIDIHPHQW RI FRQG X
LQLWLDWLYHV DUH LQ SODFH WR V XRS$RLOL VAW MRRPOHQ \O HIYFLOD D Q G WKH &RP
ILQDQFLDO GLIILFXOWLHV 7KH %DQN KEBW DPWHHDVVIK@DWR D\GWIRUHQFHI WR WKH
WKH ORUWJDJH &KDUWHU ZKLFK LPSQUPRABIRUD DUP® BHR RIF\ WKDW DUH LQ SO
PHDVXUHV WR DOORZ FXVWRPHUV! H[SHRIQWQWFWE& O W PIDIFXTHPHW RI1 WKLV ULVN

WR UHGXFH WKHLU PRQWKO\ SD\PHQWW o 8. KDV DQ HVWDEOLVKHG DBSSURYDC
$ NH\ SULRULW\ ZDV GHOLYHULQJ 3KBOWFHRIRWKMHO D& $WZ SURGXFWV RU SUR
&RQVXPHU 'XW\ LQ -XO\ 7KH 'XW\ LFKDRBXVHGRRQKH FKDUDFWHULVWLFV RI
HQVXULQJ WKDW ILUPV GHOLYHU IJRREKERK(WLRCPHH(QJWIRXWHR/RPI}Q/G DVVHVVHV SR
WKURXJK HQVXULQJ SURGXFWV D|QG VOO XEHYJS WRRVGH DDLRFLDWHG ZLWK €
YDOXH HQDEOLQJ LQIRUPHG GIHFLWIORXP®DNUIQI DDH®SSURSULDWHO\ PLWL.
SURYLGLQJ VXSSRUW WKDW PHHWY WKH QHHGV RI FXVWRPHUYV '
7KHVH NH\ SULQFLSOHV DOLJQ ZLWK RXU 3XUSRVH DQG

9DOXHYV !

$V SDUW RI WKH \HDU HQG 1| ODWHULDO 5LVN
$VVHVVPHQW &XOWXUH ULVN KDV EHHQ FRPELQHG ZLWK
&RQGXFW ULVN LQ UHFRJQLWLRQ Fkl WKH LQWHUSOD\ EHWZHHQ WKH
WZR ULVNV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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&OLPDWH HQYLURQPHQWDO ULVN

&OLPDWH ULVN LV WKH SRWHQWLDO QHJDWLYH LPSDFWV RI FOLPDWH FKDQJH
H[SRVXUHV RU LQGLUHFWO\ YLD LWV FXVWRPHUV DQG VXSSOLHUV KLV LQF
DVVRFLDWHG ZLWK FOLPDWH FKDQJH

(QYLURQPHQWDO ULVN LV WKH SRWHQWLDO QHJDWLYH LPSDFW RI WKH DFWLYL
GLUHFWO\ RU LQGLUHEWO\ WR WKH QDWXUDOO\ REFXUULQJ OLYLQJ DQfs QRQ OL

.H\ '"HYHORSPHQWYV LQ | OLWLJDWLRQ '

|

$V SDUW RI WKH 8. ODWHULDD &LXN SWRHWKPHGWRVV FXWWLQJ @DWXUH
&OLPDWH (QYLURQPHQWDO ULVN ZDQYLGRQMHQMWED DVVE DQG LWVILPSDFW
PDWHULDO ULVN WR $,% 8. 7KLV Z|DV EDLVMNG R@QUPTRUBLWLR®YLURQPHQWDO 5
RI LWxV SHUYDVLYHQHVV DFURVV| WKHUBRRWKHU RD WHUGEDOROLVNNY DUH VXSSR
VRFLHWDO H[SHFWDWLRQV UHJXQDWRDQ[XJH-H‘PH-HQIWSPHIBMALYDIW(EHV GRFXPHQV
DVVRFLDWHG UHSXWDWLRQDO ULVN [IRAHZR OV FRIGN BQBOK F WHRY UHCPDWHG W
HPEHG DQG GHYHORS WKH %DQNXV WLWYN PDQDJHPHQW

DSSURDFK RQ WKH DVVHVVPHQW RIl O L DMsHs W Y R WPeS DR W pRQLWRULQ‘
RWKHU ULVNV VXSSRUWHG E\ WKH DS ISVIR DELISMAH WYR R R ¥ x B Q[ ZLOO LQF
PHWKRGRORJLHV GDWD FDSWXUH DQG DQDO\VLV WR IXUWK
UHSRUWLQJ 7KLV ZLOO EH VXSSEOHPHQW
DQG ERWWRP XS DVVHVVPHQWYV | IXUWKH!
IUDPHZRUNV DQG SROLFLHV DQG HQKD
TXDOLWDWLYH DQG TXDQWLWDWLYH DVV
PDSV DQG VWUHVV WHVWLQJ |

76__

&XUUHQW DQG HPH WOLEGIU WIDMLNOW D B'G

7KH %DQN WDNHV D SURDFWLYH DSSURDFK WR LGHQWLI\LQJ DQG DVVHVVLQJ WKH
WR DV 5LVN '"ULYHUV ZKLFK FRXOG KDYH D PDWHULDO LQIOXHQFH RQ $,% 8.xV 0D

RU DGMXVWLQJ WKH OLNHDDKRRKRRX R4 WKW \WDHOTOXLHMDAN LFFO@® QRW QRUPDOO\ EH LQIOX

DFWLRQ 7KH NH\ WKHPHV RI IRFXV LQ DUH VHW RXW EHORZ

&EXUUHQW (PHUWILKLHRQVLGHUDWLRQV /ILQNV WR 5LVNYV

5LVN

0$&52(&2120,& (OHYDWHG XQFHUWDLQWLHYVY UHJDUG LEFU RWMMH DRODF O RW HRIQ R © L5-L \DN
'2:17851 $1°' JHRSROLWLFDO RXWORRN 7KLV LQFOXGHV WKH LPSDFW RI WKH FF
*(232/,7,&$/ LQ 8NUDLQH DQG OLGGOH (DVW DQG RXWFRPH RI IRUWKFRPLQJ
,167%%,/,7< HOHFWLRQV ,Q DGGLWLRQ LW FRYHUV RQJRLQJ RU IXUWKHU LQF

LQ LQIODWLRQ LQFOXGLQJ KLJK HQHUJ\ DQG IRRG SULFHV DQG
ULVLQJ LOWHUHVW HQYLURQPHQW SXWWLQJ SUHVVXUHV RQ EXVLC
DQG KRXVHKROGV ILQDQFHY DQG H[FHVVLYH YRODWLOLW\ LQ W

PDUNHWYV

&1,087( 7KH ULVN RI DQ\ QHJDWLYH ILQDQFLHPFRURMN QRQ OUMDQELDO 5 IHV

(19,5210(17$/ UHSXWDWLRQDO LPSDFW RQ WKH %DQN VWHPPLQJ IURP FOLPDWH

5,6. HQYLURQPHQWDO FKDQJH DQG WKH WUDQVLWLRQ WR D VXVWDLC
HFRQRP\

$57,),&,$/ 7KH LQDELOLW\ RU XQZLOOLQJQHVV WRURD V@O OV KHH UELHDQOH BLLW N

17 (1, % (1&( UHGXFH FRVWY UHGXFH RSHUDWLRQDO ULVNV LQFUHDVH SURGXI

,03/(0(17$7,21 $OWHUQDWLYHO\ WKH ULVNV DVVRFLDWHG ZLWK LPSOHPHQWLC

5,6. VROXWLRQV LQFRUUHFW RU SRRU LPSOHPHQWDWLRQ OKJDO ULV

LPSDFW $, KDOOXFLQDWLRQV HWF

&203(7,7,21 ,QDELOLW\ WR NHHS SDFH ZLWK FRFE&RWGCWEWRQ FXRORLXWDOLVNW
HI[SHFWDWLRQV RU FXVWRPHU UHTXLEHREBDWWLIVRNURVY SURGXFW
SULFLQJ GHPRJUDSKLFV DQG VHUYLPXKWY RUIDIEHOLYNKUG UWHF K QRN R
DGYDQFHPHQWY WKDW UHVXOW LQ SRWRUBWHIWURGEXAMLQBIYE® P/RIGH
RINTHULQJYV ZLWK DQ DGYHUVH UHSXWDWLRQ ILQDQFLDO RU VWUL
LPSDFW
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&<% (5 7+5($76 7KH ULVN RI GLPLQLVKHG RSHUDWLR QRR GRBWE LXMW XRU HWKLHY % D
VI\VWHPV DQG FXVWRPHU GDWD ULVN HYBERDYLRYD@® WGE/GLWLRQ W
DQG SRWHQWLDO IRU OHJDO OLDELOLWWBDWIHRI\LY EXVIHBHWD WR KB
FXVWRPHUV GXH WR DQ HYROYLQJ FIEHU WKUHDW ODQGVFDSH D!
KHLJKWHQ WKUHDWVY DVVRFLDWHG ZLWK F\EHU FULPLQDOV DQG U
QDWLRQ VWDWHYV

7$/(17 $1° 7KH ORVV RI KLJK SHUIRUPLQJ KLJK $SRRGPX\FMWD O XNV KUK OL WM L «
6.,//6 HPSOR\HHV RU LQDELOLW\ WR DWWU D RS HMMXIF\W L\RNQLODGD U IAMLNW KL Q D W
ODERXU PDUNHW 6WUDWHJILF EXVLQHVV PRGH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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&RUSRUDWH JRYHUQDQFH UHS|

&RUSRUDWH JRYHUQDQFH DUUDQJHPHQWY DQG SUDFWLFHV
7KH &RPSDQ\ KDV GHYHORSHG LWV RZQ JRYHUQDQFH IUDPHZRUN DSSURSULDWH \
GHYHORSHG ZLWK FRQVLGHUDWLRQ Rl WKH 8. &RUSRUDWH *RYHUQDQFH &RGH
2XU JRYHUQDQFH DUUDQJHPHQWY LQFOXGH

a4 D %RDUG RI 'LUHFWRUV RI VXIILFLHQW VL]H DQG H[SHUWLVH WKH PDMRULW\ R
D ODQDJLQJ 'LUHFWRU WR ZKRP WKH %RDUG KDV GHOHJDWHG UHVSRQVLELOLW
D VWURQJ DQG GLYHUVH /HDGHUVKLS 7HDP 8./7

D FOHDU RUJDQLVDWLRQDO VWUXFWXUH ZLWK ZHOO GHILQHG WUDQVSDUHQW
D ZHOO GRFXPHQWHG DQG H[HFXWHG GHOHJDWLRQ RI DXWKRULW\ [UDPHZRUN
D

FRPSUHKHQVLYH DQG FRKHUHQW VXLWH RI IUDPHZRUNV SROLFLHV SURFH
ILQDQFLDO SODQQLQJ FRUSRUDWH JRYHUQDQFH DQG ULVN PDQDJHPHQW

a4 HIIHFWLYH VWUXFWXUHV DQG SURFHVVHV WR LGHQWLI\ PDQDJH PRQLWRU DQ
H[SRVHG

a4 DGHTXDWH LQWHUQDO FRQWURO PHFKDQLVPV ZKLFK DUH FRQVLVWHQW ZLWK L
DQG

a4 VWURQJ DQG IXQFWLRQDOO\ LQGHSHQGHQW LQWHUQDO DXGLW IXQFWLRQ

7KH &RPSDQ\ KDV DGRSWHG WKH 3DUHQW *URXS 6XEVLGLDU\ *RYHUQDQFH )UDPH

DQG UHODWLRQVKLS ZLWK WKH 3DUHQW *URXS ,Q LWV GUDIWLQJ WKLV IUDP}

5HIXODWLRQ $XWKRULW\ 5XOHERRN WKH )LQDQFLDO &RQGXFW $XWKRULW\ +DQ
RUJDQLVDWLRQ DQG FRQWURO DUUDQJHPHQWY DUH DSSURSULDWH WR WKH EURD!

Qo Qo

/IHDGHUVKLS DQG RYHUVLJKW

7TKH %RDUG
7KH %RDUG LV UHVSRQVLEOH IRU FRUSRUDWH JRYHUQDQFH HQFRPSDVVLQJ OHDG
LWV VXEVLGLDULHY DQG LV DFFRXQWDEOH WR WKH 3DUHQW IRU ILQDQFLDO SHUIF

7KH %RDUG
a VHWV WKH %DQNxV ULVN DSSHWLWH LQFRUSRUDWLQJ ULVN OLPLWV LQ FRQVX

a4 DSSURYHV GHVLJQDWHG ULVN IUDPHZRUNV LQFRUSRUDWLQJ ULVN VWUDWHJL
3DUHQW

4 DSSURYHV VSHFLILF VWUHVV WHVWLQJ DQG FDSLWDO DQG OLTXLGLW\ SODQV
ZLWK WKH 3DUHQW DQG

a DSSURYHV RWKHU KLJK OHYHO ULVN OLPLWV LQ FRQVXOWDWLRQ ZLWK WKH 3D
SROLFLHV

7KH YDULRXV UROHV ZLWKLQ WKH %RDUG DQG WKH UROHV RI WKH ([HFXWLYH 'Ll
EHORZ

%RDUG &KDLU

5HVSRQVLEOH IRU OHDGLQJ WKH %RDUG DQG HQVXULQJ LWV HIIHFWLYHQHVV LQF
UHFHLYH DFFXUDWH DQG WLPHO\ LQIRUPDWLRQ IDFLOLWDWLQJ HIIHFWLYH FRQ\
SURSHU LQGXFWLRQ DQG RQJRLQJ WUDLQLQJ IRU DOO

'"HSXW\ &KDLU 6HQLRU ,QGHSHQGHQW 'LUHFWRU

$YDLODEOH WR ERWK WKH VKDUHKROGHU DQG RXU FROOHDJXHV LI WKH\ KDYH FI
KDV IDLOHG WR UHVROYH RU ZKHUH VXFK FRQWDFW LV GHHPHG WR EH LQDSSURS
'LUHFWRU 06,'x LQFOXGH 6HQLRU ODQDJHU 5HJLPH 605 DFFRXQWDELOLW\ IRU
KRWOLQH *UDKDP %XFNODQG FRQWLQXHV WR VHUYH DV WKH "HSXW\ &KDLU 6,'

,QGHSHQGHQW 1RQ ([HFXWLYH 'LUHFWRUYV

,QGHSHQGHQW 1RQ ([HFXWLYH 'LUHFWRUV UHSUHVHQW D NH\ OD\HU RI RYHUVLJ
YLHZSRLQW WR WKH GHOLEHUDWLRQV Rl WKH %RDUG WKDW LV REMHFWLYH DQG
&RPSDQ\

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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([HFXWLYHHFWRUYV

([HEXWLYH 'LUHFWRUV KDYH H[HEXWLYH IXQFWLRQV LQ WKH &RPSDQ\ LQ DGGLWI
VWUDWHJILHY WR WKH %RDUG DQG IROORZLQJ %RDUG FKDOOHQJH DQG VFUXWL
SRVVLEOH VWDQGDUGYV +LODU\ *RUPOH\ DQG -DQHW OF&RQNH\ FRQWLQXH WR VHL

0DQDJLQJ 'LUHFWRU
5HVSRQVLEOH IRU WKH GD\ WR GD\ UXQQLQJ RI WKH %DQN HQVXULQJ DQ HIIH]
PRWLYDWLRQ DQG GLUHFWLRQ RI WKH 8./7 DQG IRU WKH RSHUDWLRQDO PDQDJHP

8. IHDGHUVKLS 7HDP
7KH PRVW VHQLRU H[HFXWLYH FRPPLWWHH RI WKH %DQN DFFRXQWDEOH WR WKF
OLPLWV VHW E\ WKH %RDUG WKH 8./7 XQGHU WKH VWHZDUGVKLS RI WKH 0DQDJL
PDQDJHPHQW Rl WKH %DQNxV RSHUDWLRQYV

&RPSDQ\ 6HFUHWDU\

5HVSRQVLEOH IRU DGYLVLQJ WKH %RDUG WKURXJK WKH %RDUG &KDLU RQ DOO JF
DUH IROORZHG DQG WKDW DSSOLFDEOH UXOHVY DQG UHJXODWLRQV DUH FRPSOLF
DQG LWV FRPPLWWHHY DQG EHWZHHQ WKH 8./7 DQG 1RQ ([HFXWLYH 'LUHFWRUYV
ZLWK SURIHVVLRQDO GHYHORSPHQW DV UHTXLUHG

(IMHFWLYHQHVYV

,QGHSHQGHQW SURIHVVLRQDO DGYLFH

7KHUH LV D SURFHGXUH LQ SODFH WR HQDEOH WKH 'LUHFWRUV WR WDNH LQGHSH
3DUHQW KROGV LQVXUDQFH FRYHU WR SURWHFW 'LUHFWRUV DQG 2IILFHUV DJDLC
WKHP LQ WKH FRXUVH RI WKHLU GXWLHYV

%DODQFH DQG LQGHSHQGHQFH
5HVSRQVLELOLW\ KDV EHHQ GHOHJDWHG WR WKH 1RPLQDWLRQ &RPPLWWHH IRU H
DQG LQGHSHQGHQFH RQ WKH %RDUG 1RQ ([HFXWLYH 'LUHFWRUV DUH DSSRLQWH
DSSURSULDWH FKDOOHQJH WR H[HFXWLYH PDQDJHPHQW 7KH LQGHSHQGHQFH RI
DQGHYLHZHG DQQXDOQ\ UHKHHWHADOQWHWGHSHQGHQFH WKH &RPPLWWHH FRQVLGHU\
&RUSRUDWH *RYHUQDQFH &RGH DQG WKH UHTXLUHPHQWYV Rl RXU UHJXODWRUYV

7KH %RDUG KDV GHWHUPLQHG WKDW WKH PDMRULW\ Rl 1RQ ([HFXWLYH 'LUHFWRU\
IRWZLWKVWDQGLQJ HDFK Rl +HOHQ 1RUPR\OH DQG *HUDOGLQH &DVH\ V GHVLJQD
WKH 8. &RUSRUDWH *RYHUQDQFH &RGH WKH %RDUG LV VDWLVILHG WKDW WKH\ EF
IXOILOOLQJ WKHLU GXWLHYV

7KH %RDUG VXSSRUWYV PHDQLQJIXO GLYHUVLW\ DQG UHFRJQLVHV WKH EHQHILWYV
JRRG GHFLVLRQ PDNLQJ DQG UHVSRQGLQJ WR VWDNHKROGHU QHHGV DQG LV JXLG

7HUPV Rl DSSRLQWPHQW DQG WLPH FRPPLWPHQW
7KH &RPSDQ\ PDLQWDLQV FOHDU UHFRUGV RI WKH WHUPV RI VHUYLFH Rl WKH %R
([HEXWLYH 'LUHFWRUV DUH DSSRLQWHG IRU D WKUHH \HDU WHUP ZLWK WKH SRV
EH\RQG VL[ \HDUV DQG XS WR QLQH \HDUV LV VXEMHFW WR W&B XD® XH YRR CDNGL
DQG &RUSRUDWH RPYPHWWHIFH F

/[HWWHUV RI DSSRLQWPHQW DV ZHOO DV GHDOLQJ ZLWK WHUPV RI DSSRLQWPF
PLQLPXP WLPH FRPPLWPHQW UHTXLUHG RI 'LUHFWRUYV

&RQIOLFWV RI LQWHUHVW
7KH %RDUG DGRSWV &RIGH SR% &RIRESFW DQG &R QI0EZRWNKRVH YW HRXNY WRZRPREYOLFV
DUH WR EH HYDOXDWHG UHSRUWHG DQG PDQDJHG WR HQVXUH WKDW 'LUHFWRUV
DQG LWV VWDNHKROGHUV DQG LQ DFFRUGDQFH ZLWK 605 ([HFXWLYH 'LUHFWRUV
DQG &RQIOLFWV RI ,QWHUHVWYV 3ROLF\

'LUHFWRUV GLVFORVH GHWDLOV RI WKHLU RWKHU VLJQLILFDQW FRPPLWPHQWYV L
VXFK FRPPLWPHQWY EHIRUH DSSRLQWPHQW %HIRUH DFFHSWLQJ DQ\ DGGLWLRQ
%RDUG &KDLU DQG WKH &RPSDQ\ 6HFUHWDU\ PXVW EH VRXJKW

3HUIRUPDQFH HYDOXDWLRQ
7KHUH LV D IRUPDO SURFHVV LQ SODFH IRU WKH DQQXDO HYDOXDWLRQ RI WK]|
FRPPLWWHHV DQG LQGLYLGXDO 'LUHFWRUV ,Q DFFRUGDQFH ZLWK WKH 8. &RUSR
FRQGXFWHG DW OHDVWS$BYH[WHWIQUKHHHDOXDWLRQ ZDV FRQGXFWHG E\ 3UDHVWD
SDUW Rl WKH DQQXDO )LWQHVV DQG 3URELW\ DVVHVVPHQW WKH %RDUG &KDLU
SHUIRUPDQFH DQG WKH 6HQLRU ,QGHSHQGHQW 'LUHFWRU OHDGV DQ HYDOXDWLRG
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,QGXFWLRQ WUDLQLQJ DQG SURIHVVLRQDO GHYHORSPHQW
7TKHUH LV DQ LQGXFWLRQ SURFHVV LQ SODFH IRU QHZ 'LUHFWRUV GHVLJQHG WR £
SURJUDPPH RI WDUJHWHG DQG FRQWLQXRXV SURIHVVLRQDO GHYHORSPHQW LV DC

ODQDIJHPHQW LQIRUPDWLRQ SDFN

7KH %RDUG UHFHLYHV D PDQDJHPHQW LQIRUPDWLRQ SDFN 7KLV LQFOXGHV ILQD(
IURP WKH 8./7 7KH 8./7 DOVR SURYLGHV WKH %RDUG ZLWK FRPSUHKHQVLYH UH:S
LQFOXGLQJ WKH OHYHO RI FXVWRPHU FRPSODLQWYV LOQWHUDFWLRQ ZLWK WKH UH.

%RDUG FRPPLWWHHYV

7KH %RDUG LV DVVLVWHG LQ WKH GLVFKDUJH RI LWV GXWLHV E\ D QXPEHU RI FRP
JUHDWHU GHSWK WKDQ ZRXOG EH SUDFWLFDEOH DW %RDUG PHHWLQJV LQFOX
&RPPLWWHH 7'5& ZKLFK ZDV HVWDEOLVKHG LQ ODUFK UHSODFLQJ WKH SUH
$GYLVRU\ &RPPLWWHH 7KH SXUSRVH Rl WKH 7'5& LV WR DVVLVW DQG DGYLVH Wi
LQ UHODWLRQ WR UHYLHZLQJ DQG FKDOOHQJLQJ WKH VWUDWHJ\ JRYHUQDQFH DQ
RSHUDWLRQDO UHVLOLHQEFH

7KH FRPSRVLWLRQ RI WKH FRPPLWWHHV LV UHYLHZHG DQQXDOO\ E\ WKH 1RPLQD'
WHUPV Rl UHIHUHQFH DSSURYHG E\ WKH %RDUG 7KH PLQXWHV Rl DOO PHHWLC
'LUHFWRUV IRU LQIRUPDWLRQ DQG DUH IRUPDOO\ QRWHG E\ WKH %RDUG ,Q FDU!I
LQGHSHQGHQW SURIHVVLRQDO DGYLFH DW WKH %DQNxV H[SHQVH ZKHUH GHHPHC

5HSRUWV IURP WKH %RDUG $XGLW &RPPLWWHH WKH %RDUG 5LVN &RPPLWWHH
5HVLOLHQFH &RPPLWWHH DUH SUHVHQWHG RQ WKH IROORZLQJ SDJHV 7KH GX
5HPXQHUDWLRQ &RPPLWWHH DUH XQGHUWDNHQ E\ WKH %MRHREHBY M I K RLAH OPVE\N
EHORZ

%RDDG FRPPLWWHH PHHWLQJ DWWHQGDQFH

$XGLW 5LVN IRPLQDWLRQ
%RDUG &RPPLWWERIPPLWWSEERIPPLWWHRA'S &

1XPEHU RI PHHWLQJV KHOG

%RDUG &KDLU

:LOOLDP )DOO

1RQ ([HEXWLYH 'LUHFWRUV

*UDKDP %XFNODQG
*HUDOGLQH &DVH\

6DOO\ &0ODUN
DSSRLQWHG  -XQH

7UDF\ 'XQOH\ 2ZHQ
UHVLJQHG ODUFK

-RH +LJJLQV
3DX0O +RUQHU

6KHOOH\ ODOWRQ
UHVLJQHG 0D\

+HOHQ 1RUPR\OH

5RIJHU 3HUNLQ
UHVLJQHG ODUFK

$QQH :HDWKHUVWRQ
DSSRLQWHG -DQXDU\

$QGUHZ :RRVH\
DSSRLQWHG -DQXDU\

([HEXWLYH 'LUHFWRUV

+LODU\ *RUPOH\
-DQHW OF&RQNH\ *DKDQ
,QGHSHQGHQW

%RDUG PHHWLQJY QRW DWWHQGHG E\ 'LUHFWRUV ZHUH GXH WR XQDYRLGDEOH FRQIOLFW
SURYLGHG IHHGEDFN ZHUH UHOHYDQW WR WKH %RDUG &KDLU DORQJ ZLWK DSRORJLHV LQ I
:KLOH QRW D PHPEHU RI WKH $XGLW 5LVN RU 7'5& &RPPLWWHHYV WKH %RDUG &KDLU DWWHC

$ WRWDO RI %RDUG PHHWLQJV ZHUH KHOG GXULQJ 7TKH 1RQ ([HFX
RFFDVLRQV LQ WKH DEVHQFH RI ZWaGL\WVHRGWOQOMH T WHRDWRBUZKDLU V &RPPLWWHH H
%RDUG EHWZHHQ VFKHGXOHG PHHWLQJV WR WDNH GHFLVLRQV RQ PDWWHUV LQ

%RDUG RU DV VSHFLILFDOO\ VHW RXW LQ LWV 7HUPV FRHM3 @ FHHUGBIRBEHQ ¥ KH % RDUG &

BBEBEBBBBEBBBBEBBBBEBBBBEBBBBEBEBEBEBBEBEBEBBEBEBEBBBEBEBBBBEBBBBEBBBBBBBBBI
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%RDUG $XGLW &RPPLWWHH

PHHWLQJV GXULQJ $QGUHZ :RR&KDLU DSSRLQWHG 0D\
-RH +LJJLQV
3DXO +RUQHU
5RIJHU 3HWKLRIKQU XQWLO ODUFK
7UDF\ 'XQOH\ @HPEHU XQWLO O0DUFK

SHVSRQVLELOLWLHV
7KH FRPPLWWHH LV UHVSRQVLEOH IRU DVVLVWLQJ DQG DGYLVLQJ WKH %RDUG LQ

a4 WKH TXDOLW\ DQG LQWHJIULW\ RI WKH &RPSDQ\xV DFFRXQWLQJ SROLFLHV |
'LVFORVXUHV DQG GLVFORVXUH SUDFWLFHV

A& WKH HIITHFWLYHQHVV RI WKH &RPSDQ\xV LQWHUQDO FRQWUROV DQG DFFRXQWL

4 WKH DGHTXDF\ Rl DUUDQJHPHQWYV E\ ZKLFK VWDII PD\ LQ FRQILGHQFH UDLV
PDWWHUV RI ILQDQFLDO UHSRUWLQJ RU RWKHU PDWWHUV DQG

4 WKH LQGHSHQGHQFH DQG SHUIRUPDQFH RI WKH ,QWHUQDO DXGLWRUYV

7KH FRPPLWWHH ZRUNV WR HQVXUH WKDW WKLV SXUSRVH LV IXOO\ DOLJQHG WR !
LQWHUHVWY RI VWDNHKROGHUY ZKLOH RSHUDWLQJ ZLWKLQ DOO DSSOLFDEOH UHJ

7KH FRPPLWWHH KDV SULYDWH VHVVLRQV ZLWK WKH +HDG Rl ,QWHUQDO $XGLW D¢

7KH %RDUG KDV GHWHUPLQHG WKDW WKH PHPEHUV RI WKH FRPPLWWHH KDYH W
HQDEOH WKH FRPPLWWHH WR GLVFKDUJH LWV UHVSRQVLELOLWLHV

$FWLYLWLHV LQ

6HYHUDO FKDQJHV ZHUH PDGH WR WKH OHPEHUVKLS RI WKH &RPPLWWHH GXUL
&RPPLWWHH &KDLU OU :RRVH\ MRLQHG WKH $,% 8. %RDUG LQ -DQXDU\ DV D 1R
DV &RPPLWWHH &KDLU ZDV FRQILUPHG IROORZLQJ UHFHLSW RI UHJXODWRU\ DSS
'LUHFWRU RI $,% 8. ZDV DSSRLQWHG DV D &RPPLWWHH OHPEHU LQ -DQXDU\
&RPPLWWHH OHPEHU LQ ODUFK

7KH IROORZLQJ ZKLOH QRW LQWHQGHG WR EH H[KDXVWLYH LV D VXPPDU\ RI WK}
DSSURYHG RU UHFRPPHQGHG WR WKH %RDUG IRU DSSURYDO E\ WKH FRPPLWWHH (

a WKH %DQNxV DQQXDO DQG LQWHULP ILQDQFLDO VWDWHPHQWY SULRU WR DSS
SROLFLHY DQG SUDFWLFHV UHSRUWVY RQ FRPSOLDQFH DQG HIIHFWLYHQHVV RI
a ZLWK LQSXW IURP WKH H[WHUQDO DXGLWRU VDWLVILHG LWVHOI WKDW PDQDJ
DSSURSULDWH DQG LQ FRPSOLDQFH ZLWK ILQDQFLDO UHSRUWLQJ VWDQGDUG
SURYLGHG LQ WKH FULWLFDO DFFRXQWLQJ MXGJHPHQWY DQG HVWLPDWHYV
WKH HITHFWLYHQHVV Rl WKH VI\VWHP RI LQWHUQDO FRQWUROV WKURXJK UHJXC
&)2 WKH H[WHUQDO DXGLWRU DQG WKH +HDG RI )LQDQFLDO &ULPH 3UHYHQWLR
WKH RQJRLQJ LPSDFWV Rl WKH PDFURHFRQRPLF HQYLURQPHQW RQ H[SHFWHG F
UHJXODU XSGDWHV RQ WKH *URXS ,QWHUQDO $XGLW SODQ FRYHULQJ ILQGLQJ\
DQG DVVHVVPHQW Rl FRQWURO FXOWXUH LQFOXGLQJ WUDFNLQJ SURJUHVV W]
PDFURHFRQRPLF HQYLURQPHQW DQG DUHDV RI IRFXV IRU RSHUDWLRQDO VWDE
DVVXUDQFH IUDPHZRUN ZDV DOVR UHYLHZHG
UHJXODU XSGDWHY DQG UHSRUWYV IURP WKH &)2 RQ ILQDQFLDO SHUIRUPDQFH L
WKH RSHUDWLRQ RI WKH 6SHDN 8S SURFHVV WKH &RGH Rl &RQGXFW DQG LQW
WKH UHODWLRQVKLS ZLWK WKH H[WHUQDO DXGLWRU DIQ¥EF OKGIL @ IWKWHL W HR D X
LQGXFWLRQ DQG RQERDUGLQJ WHUPV Rl HQJDJHPHQW WKHLU LQGHSHQGHQTF
DXGLW SODQ DXGLW VFRSH DQG PDWHULDOLW\ ULVN DVVHVVPHQW DQG DXGLYV
WKH VFRSH Rl WKH H[WHUQDO DXGLW WKH ILQGLQJV FRQFOXVLRQV DQG UHFR
WKH HIITHFWLYHQHVV DQG SHUIRUPDQFH Rl WKH H[WHUQDO DXGLWRU WKH H[W
ZLWK WKH H[WHUQDO DXDBQ & PSSWBHWHGRQRRANGLW VHUYLFHV
XSFRPLQJ 6XVWDLQDELOLW\ DQG (QYLURQPHQWDO 6RFLDO *RYHUQDQFH 'LVF

Q-

QD Q-

QO Q-

QD Q-

Q-

3Z& UHSODFHG '"HORLWWH DV HIWHUQDO DXGLWRUV HIIHFWLYH -DQXDU\
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%RDUG 5LVN &RPPLWWHH

PHHWLQJV GXULQJ 3DXO0 +RW&RHBIW
*UDKDP %XFNODQG
$QGUHZ :RRVH\
5RJHU 3HUMAEHU XQWLO O0DUFK
7ZUDF\ 'XQOH\ @ZMHEHU XQWLO ODUFK

SHVSRQVLELOLWLHV

7KH &4RPPLWWHH LV UHVSRQVLEOH IRU DVVLVWLQJ DQG DGYLVLQJ WKH %RDUG LQ

a IRVWHULQJ VRXQG ULVN JRYHUQDQFH DFURVV WKH &RPSDQ\V RSHUDWLRQ
PDLQWHQDQFH RI WKH &RPSDQ\ V RYHUDOO ULVN FXOWXUH ULVN PDQDJHPHQ
SROLFLHVY WR HQVXUH WKH\ DUH FRQVLVWHQW ZLWK WKH VWUDWHJ\ UHJXODW
LQGXVWU\ EHVW SUDFWLFH

a GLVFKDUJLQJ LWV UHVSRQVLELOLWLHY LQ HQVXULQJ WKDW ULVNV DQG LPSDI
UHSRUWHG DVVHVVHG PDQDJHG DQG FRQWUROOHG WR LQFOXGH FRPPLVVLR
VWUDWHILF DQG RSHUDWLRQDO ULVN LVVXHYV

a HQVXULQJ WKDW WKH &RPSDQ\V RYHUDOO DFWXDO DQG IXWXUH ULVN DSSHYV
DOLJQHG ZLWK WKH EXVLQHVYV VWUDWHJI\ REMHFWLYHYV FRUSRUDWH FXOWXUH

a SURPRWLQJ ULVN DZDUHQHVYV FXOWXUH ZLWKLQ WKH &RPSDQ\

7KH %RDUG KDV GHWHUPLQHG WKDW WKH PHPEHUV RI WKH FRPPLWWHH KDYH W
HQDEOH WKH FRPPLWWHH WR GLVFKDUJH LWV UHVSRQVLELOLWLHYV

7KH FRPPLWWHH LV DOVR UHVSRQVLEOH IRU PDNLQJ UHFRPPHQGDWLRQV IRU Wk
FROQOMXQFWLRQ ZLWK WKH 1RPLQDWLRQ &RPPLWWHH DQG FRQILUPLQJ WKH &52 V
KROGYV SULYDWH VHVVLRQV ZLWK WKH &52 &KLHI &UHGLW 2IILFHU DQG WKH +HD(
DW OHDVW WZLFH D \HDU DQG WKH +HDG RI ,QWHUQDO $XGLW DW OHDVW DQQXDO

$FWLYLWLHV LQ

7KH %RDUG KDV GHWHUPLQHG WKDW WKH PHPEHUV RI WKH FRPPLWWHH KDYH W
HOQDEOH WKH FRPPLWWHH WR GLVFKDUJH LWV UHVSRQVLELOLWLHYV

7KH FRPPLWWHH LV DOVR UHVSRQVLEOH IRU PDNLQJ UHFRPPHQGDWLRQV IRU Wtk
FROMXQFWLRQ ZLWK WKH 1RPLOQDWLRQ &RPPLWWHH DQG FRQILUPLQJ WKH &52 V
KROGVY SULYDWH VHVVLRQV ZLWK WKH &52 &KLHI &UHGLW 2IILFHU DQG WKH +HDC(
DW OHDVW WZLFH D \HDU DQG WKH +HDG RI ,QWHUQDO $XGLW DW OHDVW DQQXDO

a WKH DSSRLQWPHQW RI OU -RKQ .HOO\ DV &52 IROORZLQJ WKH UHWLUHPHQW

4 WKH DSSRLQWPHQW RI OU 6LPRQ 3ULHVW DV LQWHULP ORQH\ /DXQGHULQJ 5F
BUHYHQWLRQ  -XQH

UHSRUWYV IURP WKH &52 ZKLFK SURYLGHG DQ RYHUYLHZ RI ULVN SURILOH D
FXOWXUH F\EHU OLTXLGLW\ DQG IXQGLQJ FDSLWDO DGHTXDF\ FUHGLW R:
DQG UHODWHG PLWLJDQWYV

& 5LVN $SSHWLWH 6WDWHPHQW DQG ODWHULDO 5LVN $VVHVVPHQW

& VI\WWHPV DQG FRQWUROV UHSRUWV ZKLFK SURYLGHG DQ XSGDWH RQ WKH
PDQDJHPHQW SURFHVVHV DQG SURMHFWY WR DFKLHYH WDUJHW VWDWH PDW

4 ULVN IUDPHZRUNV DQG SROLFLHV UHODWLQJ WR FUHGLW FDSLWDO PDQDJHI

4 FDSLWDO IXQGLQJ DQG OLTXLGLW\ SROLFLHV DQG SODQQLQJ LQFOXGLQJ
,/$$3 DQG UHODWHG VWUHVV WHVW VFHQDULRYV

4 UHFRYHU\ SODQQLQJ EXVLQHVV FRQWLQXLW\ PDQDJHPHQW DQG UHVLOLHQF

4 SHULRGLF UHSRUWLQJ RQ PRGHO RYHUVLJK® HSURY LAORGEIOXP PROVHURLH Z

SHUIRUPDQFH DQG /HYHUDJH )LQDQFH 5HYLHZV

WKH HIILFDF\ Rl PDQDJHPHQW RYHUVLJKW DQG FRQWURO LQFOXGLQJ RSHULI

SHUIRUPDQFH DQG WUHQGY PDWHULDO WKLUG SDUW\ RXWVRXUFLQJ UHJIX

605

4 ORGHUQ 60DYHU\ $FW VWDWHPHQW

a WKH %DQNxV ULVN PDQDJHPHQW LQIUDVWUXFWXUH LQFOXGLQJ DFWLRQ\
JRYHUQDQFH SHRSOH VNLOOV DQG V\VWHP FDSDELOLWLHY DQG VSHFLILFC
UHSRUWV RQ GDWD

a4 ORQH\ /DXQGHULQJ 2IILFHUXxV 5HSRUW DQG )LQDQFLDO &ULPH 5LVN $VVH)
LQFLGHQW UHSRUWLQJ LQFOXGLQJ 5XVVLDQ VDQFWLRQV DQG SROLFLHV

Q-
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& (QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH (6* )UDPHZRUN DQG WKH RY
FRPSRQHQWYV RI WKH (6* DJHQGD DV WR HQDEOH WKH DFKLHYHPHQW RI RX
PDQDJHPHQW IUDPHZRUN DQG

& UHSRUWLQJ RQ WKH DSSURDFK WR DFKLHYLQJ DQG PDLQWDLQLQJ VXEVWDC

UHJXODWRU\ UHTXLUHPHQWYV

I1RPLQDWLRQ &RPPLWWHH

PHHWLQJV GXULQJ *UDKDP % X F Ne®D QUG
‘LOOLDP )DOO
$QQH :HDWKHAUHPWRQ IURP -XQH

6KHOOH\ ODIDPERQ XQWLO 0D\

5HVSRQVLELOLWLHYV
7KH FRPPLWWHH KDV RYHUVLIJKW UHVSRQVLELOLW\ IRU

by

A WKH FRPSRVLWLRQ VNLOOV H[SHULHQFH NQRZOHGJH LQGHSHQGHQFH GLYH
DQG IRU PDNLQJ UHFRPPHQGDWLRQV WR WKH %RDUG ZLWK UHJDUG WR DQ\ FKI
A LGHQWLI\LQJ SHUVRQV ZKR KDYLQJ UHJDUG WR WKH FULWHULD ODLG GRZQ E\
%RDUG HYDOXDWLQJ WKH VXLWDELOLW\ Rl VXFK SHUVRQV DQG PDNLQJ UHFRP
A UHYLHZLQJ %RDUG DQG 6HQLRU ([HFXWLYH VXFFHVVLRQ SODQQLQJ

7KH %RDUG KDV GHWHUPLQHG WKDW WKH PHPEHUV RI WKH FRPPLWWHH KDYH W
HQDEOH WKH FRPPLWWHH WR GLVFKDUJH LWV UHVSRQVLELOLWLHYV

$FWLYLWLHV LQ

'XULQJ WKHUH zZDV D FKDQJH WR WKH OHPEHUVKLS RI WKH &RPPLWWHH QDF
&RPPLWWHH PHPEHU DQG UHVLIJQHG IURP WKH %RDUG RQ 0D\ OV $QQH :HDW
WKH &RPPLWWHH RQ -XQH

7KH IROORZLQJ ZKLOH QRW LQWHQGHG WR EH H[KDXVWLYH LV D VXPPDU\ RI W
UHYLHZHG DQG RU DSSURYHG RU UHFRPPHQGHG E\ WKH FRPPLWWHH WR WKH %RD

A4 WKH DSSRLQWPHQW DQG LQGXFWLRQ SURFHVV RI OV $QQH :HDWKHUVWRQ O0U
(IHFXWLYH 'LUHFWRUV WR UHSODFH 0V 7UDFH\ 'XQOH\ 2ZHQ O0U 5RJHU 3HUNL
UHVLJQDWLRQV GXULQJ WKH FRXUVH RI WKH \HDU

WKH DSSRLQWPHQW RI 0OU -RKQ .HOO\ DV &KLHI 5LVN 2IILFHU IROORZLQJ WKH '
WKH UHDSSRLQWPHQW RI OU *UDKDP %XFNODQG DKHDG RI WKH H[SLU\ RI KLV F
WKH ERDUG VNLOOV PDWUL[ DQG ERDUG VXFFHVVLRQ SODQ LGHQWLI\LQJ DUF
IXWXUH UHFUXLWPHQW RQ D VKRUW PHGLXP DQG ORQJ WHUP EDVLYV

WKH H[HFXWLYH VXFFHVVLRQ SODQ

WKH PHPEHUVKLS VL]H FRPSRVLWLRQ DQG VXFFHVVLRQ SODQV IRU WKH %RDU
RYHUVDZ D VHDUFK DQG DSSRLQWPHQW SURFHVV IRU DQ H[WHUQDO ILUP WR F
HIITHFWLYHQHVV DQG

WKH %RDUG 'LYHUVLW\ 3ROLF\ $W  'HFHPEHU IHPDOH UHSUHVHQWDWLRC
WDUJHW RI $GGLWLRQDOO\ ERWK SRVLWLRQV RI 0DQDJLQJ 'LUHFWRU DQG
&RPPLWWHH H[WHQGHG WKH WDUJHW GDWH IRU KDYLQJ DW OHDVW RQH %RDU
WKLV ZDV QRW DFKLHYHG E\ GHVSLWH HIIRUWYV EHLQJ PDGH LQ UHFHQW U
%RDUG UHPDLQV FRPPLWWHG WR PDLQWDLQLQJ JHQGHU GLYHUVLW\ DPRQJ W
PHGLXP WHUP

QO Q-

QD QO Q-

Q_)/
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%RDUG 7THFKQRORJ\ 'DWD SHVLOLHQFH &RPPLWWHH

PHHWLQJV GXULQJ $QQH :HDWK HIKDWR Q
-RH +LJJLQV
3DXO +RUQHU

5HVSRQVLELOLWLHYV

7KLV LV WKH ILUVW UHSRUW RI WKH &RPPLWWHH ZKLFK ZDV FUHDWHG IROORZLQ.
7THFKQRORJ\ 2SHUDWLRQDO 5HVLOLHQF & RREPULWWRUH &RP BHWB/REGIVLEOH IRU DVVL\
%RDUG LQ IXOILOOLQJ LWV RYHUVLIJKW UHVSRQVLELOLWLHY LQ UHODWLRQ WR
HI[HFXWLRQ RI PDWWHUVY UHODWLQJ WR 7THFKQRORJ\ 'DWD DQG 2SHUDWLRQDO &
LQYHVWPHQW LQWR WHFKQRORJ\ DQG GDWD DV DJUHHG XQGHU WKH $QQXDO ,QY}

SDUW RI $,% *URXSxV 6WUDWHJ\ PDQ\ RI ZKLFK KDYH ORQJ WHUP UDPLILFDWLRQV

7KH DLP Rl WKH FRPPLWWHH LV WR UHYLHZ FKDOOHQJH DQG SURYLGH DGYLFI
7THFKQRORJ\ LQFOXGLQJ &\EHU 'DWD DQG 2SHUDWLRQDO 5HVLOLHQFH

VWUDWHJ\

PRGHO HIIHFWLYHQHVV

JRYHUQDQFH DQG 5HIXODWRU\ &RPSOLDQFH

VHULRXV ,QFLGHQW (YHQWYV 5HYLHZV

VLIQLILFDQW ,7 WKLUG SDUW\ VHOHFWLRQ

WHFKQRORJ\ UHODWHG GHOLYHUDEOHV IRU NH\ FKDQJH SURMHFWY DQG
RSHUDWLRQDO UHVLOLHQFH UHODWHG GHOLYHUDEOHYV

Q) Q@ QO W W

7KH %RDUG KDV GHWHUPLQHG WKDW WKH PHPEHUV RI WKH FRPPLWWHH KDYH W
HQDEOH WKH FRPPLWWHH WR GLVFKDUJH LWV UHVSRQVLELOLWLHV

$FWLYLWLHV LQ

7KH IROORZLQJ ZKLOH QRW LQWHQGHG WR EH H[KDXVWLYH LV D VXPPDU\ RI WKt
DSSURYHG RU UHFRPPHQGHG WR WKH %RDUG IRU DSSURYDO E\ WKH FRPPLWWHH (

a RSHUDWLRQDO 5HVLOLHQFH FRPSOLDQFH DQG GHOLYHU\ RI UHIJXODWRU\ U
DKHDG RI WKH DQQXDO 2SHUDWLRQDO 5HVLOLHQFH 6HOI $VVHVVPHQW WK
DSSURYDO LQ ODUFK

a ,7 6WUDWHJI\ LQFOXGLQJ LQYHVWPHQW SULRULWLHV WR VXSSRUW WKH 8. EX

a DJLOH 2SHUDWLQJ ORGHO GHOLYHU\ DQG SURJUHVV

a RYHUVLJKW RI WKH &KDQJH 3RUWIROLR FRYHULQJ 5HJXODWRU\ %XVLQHVV
DQG WUDQVIRUPDWLRQ SURMHFWY LQFOXGLQJ WKH &XVWRPHU &UHGLW 7UD(

a GDWD :DUHKRXVH DUFKLWHFWXUH DQG GDWD SODQQLQJ WR PHHW LQIRUPDW

F\EHUVHFXULW\ DQG WKH DSSURDFK WR DVVHVV WKH &\EHU 3URJUDPPH OL

&\EHU 5LVN TXDQWLILFDWLRQ WR HQDEOH REMHFWLYH F\EHU ULVN DVVHVVP

ILOQODQFLDO &ULPH 2SHUDWLQJ ORGHO 3URJUDPPH

RYHUYLHZ RI FXUUHQW DQG UHJXODWRU\ KRUL]JRQ FKDQJHV LQ UHODWLRQ W

WHFKQRORJ\ DQG 2SHUDWLRQV 3HUIRUPDQFH 8. VHUYLFH GHOLYHU\ F\EHU\

RXWFRPHV IURP LQWHUQDO DXGLW DFWLYLW\ UHODWHG WR 7THFKQRORJ\ 'DW

DFWLRQV WDNHQ LQ UHVSRQVH WR ,7 VWUDWHIJ\ DQG JRYHUQDQFH UHFRPPH

QJ/

QO O QO
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“RDBG'LUHFWRUYV

:LOOLDP )DOO *UDKDP % XFNOD@BOO\ &O0ODUN *HUDOGLQH &DVH\

,QGHSHQGHQW 1R®HQHRUW,IQGHSHQ G, IQGW S HQISAHVRW 1R Q RH FHWKWHLYH 'LUHFWRU
&KDLU "HSXW\ &KDLU ‘LUHFWRU
$SSRLQWHG WR WKH %RDUG

2FWREHU ODUFK -XQH 0D\
&KDLU ODUFK

.H\ DUHDV RI H[SHUWLVH

" QYHVWPHQW DQG &RIWSIRLUDWH EDQNEQVN ODQDJHPHQWSHWDLO EDQNLQJ
EDQNLQJ &RUSRUDWH ,QWHUQDO &RQWURXOPDQ 5HVRXUFHV
J)LQDQFH 6DOHV DQG 7UDGLQJ ,QWHUQDO $XGLW 2SHUDWLRQV

6NLOOV DQG H[SHULHQFH

6WDUWLQJ KLV EDQNLKQDPFEMEHBHG %®LFODKOYQ \HDUYVHUDOGLQH MRLQHG WKH 3DUHQ
ZLWK .OHLQZRUW %H@VWRDKHOG YDUHRSXHWUURQHAN RI LQWHRXGDHO Y PG LAKLHI 3BHRSOH
:LOOLDP KDV VLIQFRUSRUDWH EDQRIPQKHAEHHHHRAXWLXYHLFBUHKU-DQ XD U\ DQG
KHOG D QXPEHU RPRMRQRWR WKH ,QDYH&/ WABGWS RV L W LARDQW DLSERIDQCA IS 0" 5SHWDLO
H[HFXWLYH UROHV%IDR RDMRWH KH ZDH/SXW\ 3BUHVLGHQWRQNIKH LQ 2FWREHU
LOQWHUQDWLRQDO 0DQPQEQDOLUHFWRQWMIGVXWH RI ,QWHUQDO $XGLWRUV
VHUYLFHV FRPSDQHSXW\ +HDG RI 8.DQG ZDV &KDLU RI6BWKHKDV VLIJQLILFDQW
FRYHULQJ FRUSR USRS RUIDOH BL Q D QR BPIQWWHDH/ UHZU HWISHQULW®HH LQ OHDGLQJ ODUJH
DQG LQYHVWPHQWDEOYENYBHYSRQVLEQEWRWU @D O $XGLW WROGAWWKURXJIK FXOWXUH
VDOHV DQG WUDG IS&RRM VEIRWOIRUBRMW)HESUDFWLFH IRU WKBUBRRIQWGXDWGB\RUIDQLVDWLRQDC

DQG FRPPHUFLDO EQHQWYY FKDQJH DQG KDV GULYHQ WKH
DQG UHWDLO EDQNLQJ LQFOXGLQJ 6DOO\ LV &KDLU REWEMNX¥XGQROXVLRQ IXWXUH RI
FUHGLW FDUGV &RPPLWWHH DW &IZRUNJRRS FXOWXUH DIJHQGDYV
%HIRUH KLV UHW'-UdS'ﬂ?E'@ch@BﬁHWV BURIRWHEGRDIQBLQLQJ $,% VKH KH(
‘LOOLDP LV FXUUH/ UOFBO%DB%IDLL&Q HEBREHY RI WKH DV IQKBEBUWI VHQLRU UROHV DW
SPEDF 8. /WG L#H‘H:FVW\HNH@ DW % §Bi$%/ F&RD Q\OIDQG DV D PHPEHU

LQWHUQDWLRQDO *\Léi QURKHFPHPEHU RIRWWHK IS (YWFXWLYH ZRUNLQJ
WKH 1<6( OLVWHG | OX@HGP*LWHW\/ LQ ERFUIRVYV RSHUDWLRQV 7
¢ WKHMRY s *OREDPRPPXMHLWYWLRQV DQG SHRSOH

FRPSDQ\ DV ZHOOK'% KBE BHVSRQVLE_LFQW\H\ |
dhc %83PDQDIHPHQW SRVLWLRQV
RI SLVN &RPPLWWHH BRypWH FOLHQWYV WKURL)?JK 083PDQ Q Q

g'év,!Lngv?,EH%RDEU%OV%ﬁDW%WWS EDOLGVDW)(‘)Q@\X%WDOLHHHJCDOGLQH KROGV D
VXEVLGLDULHV RI PV DQG DOVR WLYH &RDFK BOBKBIORUXV 'HJUHH LQ
WHVSROVLELOL W\ BCY'RDzUrE B OMWPWHKWAHHRURP 8QLYHUVLW\

SDUHQW &LWLEDQWDUJH FRUSRUDWHH'TDQ;LI—I'LR/‘MYSL@ WROOHJH &RUN DQG LV D
. 8. ODQDJHPHQW 7KL&HUHWQHFHGY%DQN 'LUHFWRU
&LKODCI’_LUDFF;IVOVZ)H*S(SXHUGRg,fZV?”('gRP KHU GHHS LQWHUHQWWIOMXNWH RI %DQNHUV
LPSRUWDQFH Rl FXOWXUH DQG
PDMRU VXEVLGLDU\ Rl -DSDQ V KR2 ERDUBY FDO KHOS WR
ODUJHVW EDQN LQ 6LQFH RYHUVHH HQFRXUDJH DQG
'LOOLDP KDV EHHQ RQ

WKH %RDUG RI WKH FKDULW\ VXSSRUW WKLV
+LVWRULF 5R\DO 3DODFHV

.H\ HIWHUQDO DSSRLQWPHQWYV
$PEDF $VVXUDQFH*®&DQDUG (27 /LPLVHBLJURXS *OREDORQMHINHW YV

/ILPLWHG /ILPLWHG
&LWLJURXS *OREDO ODUNHWYV %83%
/ILPLWHG $&,1
+DUZRRGV /LPLWHG .RUH/DEV
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-RH +LJJLQV 3DXO +RUQHU +HOHQ 1RUPR\OMQQH :HDWKHUVWRQ

,QGHSHQGHQW 1RQQGHBX\QGHOW 1RQRMHFXMFKWHYH 'LUBBWRBHQGHQW 1RQ ([HFXWLYH

'LUHFWRU "LUHFWRU DQG &KDLU RI WKH 'LUHFWRU DQG &KDLU RI WKH
5LVN &RPPLWWHH 7HFKQRORJ\ 'DWD DQG

5HVLOLHQFH &RPPLWWHH

$SSRLQWHG WR WKH %RDUG

2FWREHU JHEUXDU\ - X0\ -DQXDU\

.H\ DUHDV RI H[SHUWLVH

I1RUWKHUQ ,UHOD 5LVN *HQHUDO ODEQQOWWPHQWELOLW\ 7THRFKWRPRU\DQG

EDQNLQJ LQ 5HWDLO &RPPHRQ®OFW GLIJLWDO VWDNHKROGHU
, QYHVWPHQW DQGPLQYDMPHQW DQG FXOWXUH
%DQNLQJ GHYHORSPHQW

6NLOOV DQG H[SHULHQFH

“RH LV D FDUHHU BRDQRHWWDWMNLQJ KHOHE@ QMR KLIJKO$SQQHXxV H[HFXWLYH FDUHHU
H[WHQVLYH H[SHUEPQFH WRIDWKWDUFGDSHUDRHQFHG P D UWSINHMUGZY VKL R X V
8. DQG ,ULVK EDQNDXD KDV KHOG D QXREHUXRH[SHULHRBHDIQQVDWLRQV EXW ZLWK D
PDUNHW VHQLRU SRVLWLR QR QMXPRHLMRUNHVBUQP DWGRFXV RQ WKH JOREDO

LQWHUQDWLRQDO PDQDNGM. DB VHDUFKLQPQREYB® VHUYLFHY VHFWRU
"XULQJ KLV FDUHHOHHK¥YLEEY FRPSDQUE®QJH RI VHFWRUVHWESHFLILF H[HFXWLYH
KHOG VHQLRU URORRY HUL @D R N IRG H UHDRULHD BKLHV H[SHUWLVH ZDV WKH
6FRWODQG +%26 FRGIRBDGMH SULYDWH EDQNLQJ OHDGHUVKLS DQG
%DQNLQJ *URXS LOWWRGOQIQG UHVWUXMVBEXDMWH RI W KMUDDLWIRUPDWMALRQ RI WKH
+HDG RI ORUWJDJHDFVRUWY LWLHY +LVRURIOAHHWLONOXKH GAWMB K YRIGRKM B ODUJH JOREDO
+%26 DQG &KLHI ([&FXMLYHN 21ILFHEDBHHWKZELWK , QI UDWIBDVOWVDWLRQV EDQNV ZLWK D
Rl %DQN Rl 6FRWOMAMWHUQDWLRQDO EBVWGXRWXNULRDIQSDURRFXODU IRFXV RQ WKH
,UHODQG +H OHGLWKHLR/GIIRR 5%6 SAKKHIWKBLMMN PRYHGGWRLIQ DQG LPSOHPHQWDWLRQ
WKDW VHW XS &HUMWNWVHEEKLBRG VXEVHRVWRIQRAD ZKHUHRY IO KHO ERPSOH[ WHFKQRORJ\
VXFFHVVIX0OO0\ GHGIKLHUHGI MXWLY H W GRXWMWYROHY LWEDRKGHGIFKDQJH
UXQ GRZQ RI WKH FOOMH%BPWLRQDO DLQUGI RWRHIBILYONREBORIJUDPPHYV
EXVLQHVV LQ ,UH®@DIQEHU DW 8OVWHESRQPDBRRHU ,QVLIKWY DQG

3URGXFW ODUNHWHEEU BPIQSHULHQFH LQFOXGHG

-RH LV D )HOORZ RI WKH 'LUHFWRU RI ODUNWRQIQV DV WKH *URXS &,2 RI

L QVWLWXWH RI &KBBWHYRE D 1RQ ([HFEXWLYH %DQON Rl ,UHODQG DQG WKH

$FFRXQWDQWYV LQ L¥Hd ¥\ RI &RXWMAYHU ZRUNLQJ LS EVYWDOBPDUW 1HZ =HDODQG
SQWHUQDWLRQDO WHOHFRPV UHAIXQ®MLROUBWS

“RH LV FXUUHQWO\ &kDLU Rt LV FXUPDHRWG\, WwKH 'LUHFWRU RI

&KRLFH +RXVLQJ ,9Hdb&EPLUPDQ Rigply 5HVHDUFIGLOBHOHWLULQJ IURP IXOO WLP

ILPLWHG DQG LV DXRQNWHEQRIWHE OO @BEURNHWLQI HIHARWRYUHDRRVLWLRQV $QQH
WKH 'RZQ DQG &RQBRPQAFLDO 6HUYLRREY FURXINHWLQJI DM HPEDUNHG RQ D QRQ
'"LRFHVDQ 7UXVW ZHOO DV &KDLY RO MWK RWLNRH 9% obgHFA%WLYH FDUHHU ZLWK D
&RPPLWWHH IRU 1%g.x \2LGH DQARFRRVW\WQ FRPSDQLHV ZLWKLQ
VXEVLGLDU\ RI 1DM PPk DA, D OWIRHWKEBDQFLDO VHUYLFHV VHFW
RI .XZDLW DQG &KDLY §IpWET LUHFWRE RAGLIQH J)LQWHFK ZKLFK
f'—VN &RPPLWWHH QWRY s KDULWDEPRXDUXEWQHILW IURP KHU
#DQN /LPLWHG WKH 8. H[HFXWLYH H[SHULHQFH
VXEVLGLDU\ RI D QLVIGCDOVR VHUYHV RQ WKH
(VWRQLDQ )LQDQFR® 8 RILFGFYLH G, Q) D\GIG MPIORY WR KHU UROH ZLW
&RPSDQ\ S OFDVDI1RQ ([HEMVLYWKH LV FXUUHQWO\ DQ
'LUHFWRU DQG ZDV OEISRHQ@HGW PHPEHU RI WKH
6HQLRU ,QGHSHQGHRDW G IDHFAN&KKIDLU RI WKH $XGL\
ZLWK HIIHFW IURP&REKPLWWHH RI 3LUDHXV %DQN
LQ *UHHFH DQG DQ
+HOHQ LV &R IRXQIGHWHBEGGHQW QRQ H[HFXWLYH
([HFXWLYH 'LUHFWRIWRFWRU Rl WKH VWDUW XS ED
OHQRSDXVH &HQWYBEDPLWHG
DQG 1RQ ([HFXWLYH 'LUHFWRU
RI 7KDPH DQG /RQGRQ /WG

OFIG

.H\ HIWHUQDO DSSRLQWPHQWYV

&KRLFH +RXVLQJ ,BHIOP@ @& DQN 0\ OHQRSDXVH &H@WUBHXV %DQN
/ILPLWHG /+9 %DQN /LPLWHG/LPLWHG $OED %DQN
'RZQ DQG &RQQRUIDRWERVOD® %DQN RKDFZHODWG /RQGRQ /LPLWHG
7UXVW ,QWHUQDWLRQDO
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$QGUHZ :RRVH\ +LODU\ *RUPOH\ -DQHW OF&RQNH\
,QGHSHQGHQW 1RQ ([HFWMMIH 'LUHFWRL ([HFXWLYH 'LUHFWRU DQG &KLHI

'LUHFWRU DQG &KDLU'RUBRKWERW JLODQFLDO 2IILFHU
&RPPLWWHH

$SSRLQWHG WR WKH %RDUG
-DQXDU\ -XQH -DQXDU\

.H\ DUHDV RI H[SHUWLVH

JLODQFH $XGLW 5LV5HWDLO &RPPHUFLD )LQDQFH 6WUDWHJ\ ODUNHWYV
5HIXODWLRQ &RUSRUDWH EDQNLQ

6NLOOV DQG H[SHULHQFH

$QGUHZ LV DQ H[SHULHMTHG BRY REHU \HD@WW KDV RYHU \HDUV

OHPEHU DQG 7UXVWHHPEIMK. HQFH LQ $,% HQEMRILBQHAH LQ EDQNLQJ 6KH
VLIJQLILFDQW H[SHULHQBH IDW® G.L ¥ DQEH B OF DVW B UWH® KWW FDUHHU ZLWK OHUULOO
VHUYLFHV +H LV FXUUH@\WWOO DFRP® HUF LD O\ @RXGEAFR BB RUDRLOLQJ $,% ZKHUH
([HEXWLYH 'LUHFWRU PM@GNWEH KRG LQJ DVEXPEHOGD QXPEHU RI VHQLRU
&RPPLWWHH &KDLU RIVHDILVRHGURIDMHMD QG OH@IEQ DH WRIDPY LQFOXGLQJ +HDG RI
%DQN /LPLWHG D 7UXNRURVD GEIITHUHQW JEHRIXOBWRHM 5HSRUWLQJ DQG +HDG

&RPPLWWHH &KDLU RQ WKH ERDUG RI RI ODQDJHPHQW 5HSRUWLQJ IRU
WKH &HQWUH IRU (FRQRPLF 3ROLF)\ WKH &DSLWDO ODUNHWYV GLYLVLRQ
5HVHDUFK DQG &KDLU h%%k#ﬁ%‘éd%@FHVV'XOO\
Rl 7TRP*xV 7TUXVW FRPSOHWHG D OXPEHU RI

HQWHUSULVH VWUDWHIQRA V8 ZIDRUDWLHVW HRREHU RI WKH

WKH 3DUHOW *URXS WIHRIPPOHDWELRQIVLEOH IRU OHDGLQJ
$QGUHZ LV D 6HQLRU $@ (MY PR EKDQJIH SUR M DPIPWMVDWRBXEOLF 211HULQJ LQ
&RPPLWWHH &KDLU IRFRB 4Pk Py IRODUIH SRUWLROCRHVSRQVLELOLW\ IRU

gu

%DLQ &DSLWDO //3xV wRGWIHFW RQV ILQDQFLDO PRGHOOLQJ DQG WKH
FRPSDQLHV $QGUHZ ZDV HTXLW\ VWRU\ $V +HDG RI 'HEW
SUHYLRXVO\ D %DQNLQJ 3DUWQHU DW YHVWRU 5HODWLRQV VKH ZRUNHG

(UQVW DQG <RXQJ DQ&6L@®U\ KROGV D %DFK %?L M @HEV\/HWUDQVDFWLRQV EHIRUF
([HFXWLYH "LUHFWRU DQV)$@ D@PUMRO 6HUYLHHW | Pxs KHU FXUUHQW UROH ZLWK
HDUOLHU LQ KLV FDUBRUYHUVLW\ &ROOHJK XEBOLQ KDV

FRPSOHWHG WKH +DUYDUG *HQHUDO
ODQDJHPHQW 3URJUDPPH DQG LV
D PHPEHU RI WKH ,QVWDRWXYWWKHRRIGY D %DFKHORU V GHJUHH
%DQNHUV LQ J)LQDQFH (FRQRPLFV D
ODVWHU V '"HIJUHH LQ )LQDQFH
DQG LV D IHOORZ RI WKH &KDUWHUHG
,QVWLWXWH RI ODQDJHPHQW
$FFRXQWDQWYV

.H\ HIWHUQDO DSSRLQWPHQWYV

8QLWHG 7UXVW %DQMN7KH $VWKPD 6RFLHW\IRIQHUHODQG
&HQWUH IRU (FRQRPL

5HVHDUFK

TRPxV 7UXVW

6HQLRU $GYLVRU WR

//3xV SRUWIROLR FRF
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E
'"LUHF WRLRWU W

‘H SUHVHQW WKH DQQXDO UHSRUW DQG WKH DXGLWHG ILQDQFLDO VWDWHPHQWV
\HDU WR  'HFHPEHU $ 6WDWHPHQW RI 'LUHFWRUMx UHVSRQVLELOLWLHV LV VI

,Q DGGLWLRQ WR WKHVH SDJHVY DQG WKH ELRJUDSKLFDO QRWHV RI WKH VHUYLQJ
XS RI WKH IROORZLQJ ZKLFK DUH LQFRUSRUDWHG E\ UHIHUHQFH

BWUDWHJILF UHSRUW 3DJHV

5LVN PDQDJHPHQW UHSRUW 3DJHV

&RUSRUDWH JRYHUQDQFH UHSRUW 3DJHV

JLQDQFLDO VWDWHPHQWYV 3DJHV
$Q LQGLFDWLRQ RI OLNHO\ IXWXUH GHYHORSPHQWV LV JLYHQ LQ WKH 6WUDWHJLF
RQ SDJHV HYHQWYV DIWHU WKH UHSRUWLQJ GDWH LQ QRWH 7KH ILQDQFLDC
*URXS 8. S OF DQG WKH SROLF\ IRU KHGJLQJ DORQJ ZLWK GHWDLOV Rl WKH ED
DQG OLTXLGLW\ ULVN DUH VHW RXW LQ QRWHYV DQG WKH 5LVN 0D
S5SHVXOWYV

2X8URILW DIWHU WD[ IRU WKH \HDU HOGHG 'HFHPBDHWG ZDZFDWOFXODWHG DV VK
FRQVROLGDWHG LQFRPHLYWDWHPHQW RQ SDJH

'LYLGHQGYV
'H GLG QRW SD\ D GLYLGHQG GXULQJ WKH \HDUWERGHG 'HFHPEHU

6KDUH EX\EDFN

$V SDUW RI RXU FDSLWDO UHVWUXFWXULQJ RQ IRYHPEHU $,% 8. FRPSOF

FRPSDQ\ $,% SOF ZKLFK UHVXOWHG LQ WKH UHSXUFKDVH RI d RUGLG
QRPLQDO DPRXQW RI'd P IRU DQ DJJUHJDWH FRQVLGHUDWLRQ DPRXQW RI d P
'"HFHPEHU ZDV "HFHPEHU

3ROLWLFDO GRQDWLRQV

7KH &RPSDQ\ GLG QRW PDNH DQ\ SROLWLFDO GRQDWLRQV JLYH DQ\ PRQH\ IR
HI[SHQGLWXUH GXULQJ WKH \HDU dQLO

SHVHDUFK DQG GHYHORSPHQW DFWLYLWLHYV

7KH &RPSDQ\ GRHV QRW XQGHUWDNH IRUPDO UHVHDUFK DQG GHYHORSPHQW DFW
DQG SURGXFWV LQ HDFK RI LWV EXVLQHVV OLQHV LQ WKH RUGLQDU\ FRXUVH ¥
&RPSDQ\ V FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

6WDNHKROGHU HQJDJHPHQW

JRU IXUWKHU GHWDLOV RQ WKH %RDUG V HQJDJHPHQW ZLWK H\ VWDNHKROGH
LQIOXHQFHG %RDUG GLVFXVVLRQV DQG SULQFLSDO GHFLVLRQV HH WKH &RPSDQ

YRUHLEIQDQFKHYV
7KH &RPSDQ\ GRHVY QRW RSHUDWH EUDQFKHYV RXWVLGH WKH 8.

'LUHFWRUYV

7KH FRPSRVLWLRQ RI WKH %RDUG DQG WKH QDPHV RI 'LUHFWRUV DV DW  'HFHP
%RDUG FKDQJHV RFFXUUHG GDMWHY HKRZW IURP WKH

$QQH :HDWKHUVWRQ ZDV DSSRLQWHG DV D 1RQ ([HFXWLYH 'LUHFWRU RQ -DQC
$QGUHZ :RRVH\ ZDV DSSRLQWHG DV D 1RQ ([HFXWLYH 'LUHFWRU RQ -DQXDU\
7UDFH\ 'XQOH\ 2ZHQ UHVLJQHG DV D 1RQ ([HFXWLYH 'LUHFWRU RQ O0DUFK
5RJHU 3HUNLQ UHVLJQHG DV D 1RQ ([HFXWLYH 'LUHFWRU RQ ODUFK
6KHOOH\ 0ODOWRQ UHVLJQHG DV D 1RQ ([HFXWLYH 'LUHFWRU RQ 0D\ DQG

Qo Q Q
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a 6DOO\ &0ODUN ZDV DSSRLQWHG D 1RQ ([HFXWLYH 'LUHFWRU RQ -XQH

1R VLIJQLILFDQW FRQWUDFWYVY H[LVWHG EHWZHHQ WKH %DQN RU LWV VXEVLGLDU
\HDU

,QGHSHQIGEMNLWH

7KH 'LUHFWRUV KDYH DFFHVV WR WKH DGYLFH RI WKH &RPSDQ\ 6HFUHWDU\ DQG F
&RPSDQ\xV H[SHQVH

&RUSRUDWH JRYHUQDQFH VWDWHPHQW

7KH &RPSDQ\ KDV LQ SODFH LWV RZQ JRYHUQDQFH DUUDQJHPHQWY ZKLFK DUH G
VLIH DQG QDWXUH )XUWKHU GHWDLOV RQ RXU JRYHUQDQFH DUUDQJHPHQWYV FDQ

‘H FRQVLGHU WKH DQQXDO ILQDQFLDO UHSRUW WR EH IDLU EDODQFHG DQ
LQIRUPDWLRQ WR DOORZ RXU VKDUHKROGHU WR DVVHVV WKH %DQNxV SHUIRUPDQ

*RLQJ FRQFHUQ

‘H KDYH FRQVLGHUHG ZKHWKHU D JRLQJ FRQFHUQ EDVLV IRU SUHSDULQJ WKH
'HFHPEHU LV DSSURSULDWH DQG GHFLGHG WKDW LW LV 7KH UHDVRQV IRU W
VHFWLRQ RI QRWH

,QWHUQDO FRQWUROV

%RDUG JRYHUQDQFH DQG FRQWUROV

‘H DUH UHVSRQVLEOH IRU WKH %DQNxV VA\VWHP RI LOQWHUQDO FRQWUROV DQG |
LOQOWHUQDO FRQWUROV FRQWULEXWHY WR VDIHIXDUGLQJ WKH %DQNxV DVVHWYV +
UHPRYH WKH ULVN RI IDLOXUH WR DFKLHYH EXVLQHVV REMHFWLYHV DQG RQO\
DJDLQVW PDWHULDO PLVVWDWHPHQW RU ORVV

'LWKLQ WKH %DQN WKHUH LV D GHWDLOHG V\VWHP RI LOQOWHUQDO FRQWUROV WKD

a D FOHDU PDQDJHPHQW VWUXFWXUH ZLWK DSSURSULDWH OHYHOV RI UHVSRQVL

4 DQQXDO SODQQLQJ EXGJHWLQJ EXVLQHVV UHYLHZ DQG ILQDQFLDO UHSRUWLQ
DUHDV RI WKH EXVLQHVV LQFOXGLQJ WKRVH UHODWHG WR RSHUDWLRQDO DQG

a UHJXODU LQGHSHQGHQW UHYIBHZ DQG WHRS VKW L%QR DV WKGEBLW DQG 5LVN &RPPL
SDUWV RI WKLY FRQWURO WKURXJK WKH 5LVN ODQDJHPHQW )LQDQFH ,QWHUQ

a D VHOI DVVHVVHG ULVN LGHQWLILFDWLRQ SURFHVV DFURVV DOO EXVLQHVV
FRPSOLDQFH ZLWK LQWHUQDO FRQWURO SURFHGXUHV DQG

a FRPSOLDQFH ZLWK ORFDO ODZV DQG WKH UHJXODWLRQV DQG JXLGHOLQHV VHW

‘H UHFHLYH UHSRUWV WKDW JLYH XV D YLHZ RI WKH VLJQLILFDQW ULVNV LQFOXC
RI RXU VIVWHP Rl LQWHUQDO FRQWUROV LQ PDQDJLQJ WKHVH ULVNV :H DOVR Ut}
$XGLW IXQFWLRQ RQ WKH HIIHFWLYHQHVV RI LQWHUQDO FRQWUROV DQG ORRN |
FRQWURO IDLOLQJV RU ZHDNQHVVHV LGHQWLILHG E\ WKH *URXS ,QWHUQDO $XGLW

&RGH RI FRQGXFW

2XU &RGH RI FRQGXFW O&RGHXx ZKLFK FRYHUVY DOO RXU FROOHDJXHV VHWV RX
SHRSOH DQG JXLGHV PDQDJHPHQW RQ KRZ WR PDNH VXUH EXVLQHVV DQG VXSE
VWDQGDUGY RI EHKDYLRXU 7KLV &RGH LV VXSSRUWHG E\ SROLFLHVY SUDFWLFHV
DOO RXU FROOHDJXHVY XQGHUVWDQG DQG IROORZ LW 7KH &RGH LV UHYLHZHG DQ(

7KH &RGH LV DOVR VXSSRUWHG E\ RXU O6SHDN 8Sx SROLF\ DQG ZKLVWOHEORZLQ
WR UDLVH DQ\ FRQFHUQV Rl ZURQJ GRLQJ D@ RRQ QGHEHUL BO 2] WHUQPMX & HQS OL(
DVVXUHG WKDW LI WKH\ UDLVH D FRQFHUQ LQ JRRG IDLWK ZH ZLOO QRW WROHUD

6 XSHUYLVLRQ DQG UHJXODWLRQ

6XSHUYLVLRQ
7KH %DQN LV LQFRUSRUDWHG LQ 1RUWKHUQ ,UHODQG DQG LV DXWKRULVHG E\ WK
WKH )LQDQFLDO 6HUYLFHV DQG ODUNHWV $FW WR FDUU\ RQ D ZLGH UDQJH
GHSRVLWV :H FDUU\ RQ EXVLQHVV XQGHU WKH WUDGLQJ QDPHV O$OOLHG ,ULV
"LUHFWx LQ *UHDW %ULWDLQ DQG $,% 1, LQ 1RUWKHUQ ,UHODQG SUHYLRXVO\
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7KH %DQN KDV UHJXODU DQG RSHQ FRPPXQLFDWLRQ ZLWK WKH 35% )&$ (&% DQGC
DVSHFWV RI WKH ILUPxV DFWLYLWLHV LQFOXGLQJ WKH FKDQJHV EURXJKW DERXW

7KH %DQN SUHYLRXVO\ KDG VWDWXWRU\ SRZHU WR LVVXH EDQNQRWHY DV ORFD(
QDPH RI O)LUVW 7UXVW %DQN ,Q )HEUXDU\ WKH %DQN DQQRXQFHG LWV L
EDQNQRWHYV FHDVHG WR EH OHJDO FXUUHQF\ DV VFKHGXOHG RQ -XQH 7KH
%DQN &KDUWHU $FW WKH %DQNHUV 1RUWKHUQ ,UHODQG $FWYV DQG \
$OOLHG ,ULVK %DQNV $FW WKH $OOLHG ,ULVK %DQNV $FW DQG WKH $OOLH

‘H VXEVFULEH WR WKH /HQGLQJ &RGH RI WKH /HQGLQJ 6WDQGDUGV %RDUG ZKL
VWDQGDUGV RI JRRG SUDFWLFH LQ UHODWLRQ WR OHQGLQJ LQFOXGLQJ ORDQV

PRQLWRU DFWLYHO\ RXU UHJXODWRU\ DQG FRPSOLDQFH REOLJDWLRQV DQG VHH
UHJXODWRU$GEDWURQDOO\ WKH %DQN VLIQHG XS WR WKH 8. ORUWJDJH &KDUWH
WR VXSSRUW WKRVH FXVWRPHUV UHTXLULQJ H[WUD VXSSRUW LQ PHHWLQJ WKHLU
HQFRXUDJHG WR HQJDJH ZLWK WKH %DQN VR ZH FDQ KHOS LGHQWLI\ WKH ULJKW )

/JHILVODWLYH FKDQJHYV
"XULQJ WKH 5HWDLQHG (8 /DZ 5HYRFDWLRQ DQG 5HIRUP $FW ZDV LQWL
FKDQJHV WR WKH VWDWXV RI (8 ODZ DQG LWV RSHUDWLRQ LQ WKH 8. ZKLFK KD
%UH[LW 7KH %DQN ZLOO FRQWLQXH WR PRQLWRU GHYHORSPHQWYV DULVLQJ DV
S5HIRUP $FW DQG ZLOO UHDFW RQ WKH LPSOHPHQWDWLRQ RI DQ\ UHTXLUHG F

ZDV DOVR D VLJQLILFDQW OHJLVODWLYH GHYHORSPHQW LQ DQG EULQJV DI
IRU IXWXUH FKDQJHV WR ILQDQFLDO VHUYLFHV ODZ LQ WKH 8. WKH %DQN FRQW
DFFRUGLQJO\ D QXPEHU RI NH\ GHYHORSPHQWYV LQ ILQDQFLDO VHUYLFHV DUH FX!

J)LQDQFLDO FULPH SUHYHQWLRQ

7KH UHJXODWRU\ IRFXV RQ WKH SUHYHQWLRQ RI ILQDQFLDO FULPH UHPDLQV VWL
WKH )&$ LQ UHODWLRQ WR IDLOXUHV LQ DQWL PRQH\ ODXQGHULQJ FRQWUROV 7
SDUWLFXODUO\ LQ FRQQHFWLRQ ZLWK 5XVVLD DQG FRQWUROV KDYH EHHQ HQKD(
VRSKLVWLFDWLRQ RI IUDXG FRQWLQXHV WR LQFUHDVH SDUWLFXODUO\ ZLWK WK
H[HFXWLRQ RI SD\PHQWV RQOLQH ZLOO VHH WKH LQWURGXFWLRQ RI &RQILU
IUDXG 7KH %DQN LV UHJXODUO\ UHYLHZLQJ LWV ULVN DVVHVVPHQWY DQG HQKDQ
FULPH

&RQGXFW ULVN

7KH %DQN LV H[SRVHG WR PDQ\ IRUPV RI FRQGXFW ULVN DQG QHHGV WR EH DEO
DQG WUDQVSDUHQF\ WR DQG XSKROGV WKH EHVW LQWHUHVWYVY RI FXVWRPHUV
SDUW RI LWV NH\ GHFLVLRQ PDNLQJ SURFHVV WR HQVXUH WKDW ULVNV LPSDFWL(
7KH %DQN KDV D &RQGXFW &RPPLWWHH WKDW DVVHVVHV ULVNV SRVHG WR FXVW
PLWLIJDWLQJ DFWLRQV WKDW DUH UHTXLUHG WR DGGUHVV WKHVH

7KH )&% LVVXHG ILQDO JXLGDQFH LQ -XO\ LQ UHODWLRQ WR WKH &RQVXPHU '
'XW\ 3URJUDPPHx WR HQVXUH FRPSOLDQFH ZLWK WKH &RQVXPHU "XW\ SULQFLSOH
IRU UHWDLO FXVWRPHUV XQGHUSLQQHG E\ WKUHH FURVV FXWWLQJ UXOHV DQC
HQVXULQJ WKDW FRQVXPHUV UHFHLYH FRPPXQLFDWLRQV WKH\ FDQ XQGHUVWDQG
RITHU IDLU YDOXH DQG FDQ DYDLO RI WKH VXSSRUW WKH\ QHHG ZKHQ WKH\ QHHC

,Q -XO0O\ WKH %DQN FRPSOLHG ZLWK WKH GXW\ IRU LWV RQ VDOH SURGXFW
URJUDPPH FRQWLQXHG LQ + ZLWK WKH %RDUG UHYLHZLQJ LWV LPSOHPHQWI
WKH %RDUGxV &RQVXPHU 'XW\ &KDPSLRQ PRQLWRULQJ SURJUHVV DQG FORVXU
HI[SHULHQFHY DQG RXWFRPHYV

6WUHDPIOQRBEL DQG FDUERQ UHSRUWLQJ

'H KDYH SURYLGHG GHWDLOV RQ W HQHUJ\ FRQVXPSWLRQ DQG UHODWHG FD
RSHUDWLRQV LQ $,% 8. LQ WKH 6XVWDLQ@REVQIMWLQ/ FRWER QD QERPZEWKHWKH UHTXL
OHGLXP 6L]HG &RPSDQLHV DQG *URXSV $FFRXQWV 5HSRUWV 5HJXODWLRQV

&ROOHBQABIHPHQW

‘H KDYH D GHGLFDWHG LQWHUQDO FRPPXQLFDWLRQV IXQFWLRQ WR HQVXUH RXU
QHHG WR FRQWULEXWH WR DFKLHYLQJ WKH %DQNxV YLVLRQ DQG VWUDWHJI\ 2XU
IDFWRUV DUH WUDQVSDUHQW DQG GHOLYHU VSHFLILF FRPPXQLFDWLRQV DURXQ
DGGUHVV WRSLFDO PDFURHFRQRPLF HYHQWY DQG KRZ WKHVH PLJKW LPSDFW RX
SURYLGHG WKURXJKRXW WKH \HDU RQ WKH VWUDWHJLF LPSOHPHQWDWLRQ YROX
WKH EXVLQHVV 7KLV DOVR LQFOXGHG 4 $ VHVVLRQV ZLWK WKH 8. /HDGHUVKLS 7H
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‘H KDYH FRQVWUXFWLYH ZRUNLQJ UHOBW HR/GINE B BWHVWRHZK FF POGHDREWUXOWHG UHJX
UDQJH RI PDWWHUYV DIIHFWLQJ WKHLU FXUUHQW DQG IXWXUH LQWHUHVWYV

7KH %RDUG DQG 5LVN &RPPLWWHH UHFHLYH SHULRGLF UHSRUWY RQ WDOHQW F.
HQJDJHG GLUHFWO\ ZLWK RXU FROOHDJXHV WKURXJK D QXPEHU RI HQJDJHPHQW
6HFWLRQ UHSRUW IURP SDJH

$SSOLFDWLRQV IRU HPSOR\PHQW E\ GLVDEOHG SHUVRQV DUH DOZD\V JLYHQ IX
FROOHDJXHV EHFRPLQJ GLVDEOHG HYHU\ HIIRUW LV PDGH WR HQVXUH WKHLU

DSSURSULDWH WUDLQLQJ VXSSRUW LV DUUDQJHG ,W LV WKH SROLF\ RI $,% 8. WK
GLVDEOHG SHUVRQV VKRXOG DV IDU DV SRVVLEOH EH LGHQWLFDO WR WKDW RI F

'LUHFWRUVXx LQGHPQLWLHYV

7KH &RPSDQ\ KDV JUDQWHG LQGHPQLWLHY WR HDFK RI LWV 'LUHFWRUV DQG PDG
GHILQHG E\ 6HFWLRQ RI WKH &RPSDQLHVYK#HWH ZHUHR GREMDIEWHKHWFRXWVH RI W
DQG DW WKH GDWH RI DSSURYDO RI WKLV UHSRUW

&RPSDQ\ LQIRUPDWLRQ

$,% *URXS 8. S OF LV D SXEOLF OLPLWHG FRPSDQ\ LQFRUSRUDWHG LQ 1RUWKH
LWV UHJLVWHUHG RIILFH LV $QQ 6WUHHW %HOIDVW %7 ++

$,% *URXS 8. S OF LV D ZKROO\ RZQHG VXEVLGLDU\ Rl $OOLHG ,ULVK %DQNV !

*URXS SOF ZKLFK LV WKH XOWLPDWH SDUHQW HQWLW\ HVWDEOLVKHG DV WKH +RC
RI HQWU\ EDLO LQ UHVROXWLRQ VWUDWHJ\

6 XSSOLHUV

7KH &RPSDQ\ VHHNV WR GR EXVLQHVV UHVSRQVLEO\ DQG VXVWDLQDEO\ DQG \
HQYLURQPHQWDO YDOXHV DQG WR WKLV HQG KDV D 5HVSRQVLEOH 6XSSOLHU &RG

‘H H[SHFW RXU VXSSOLHUV WR FRQGXFW EXVLQHVV LQ D IDLU ODZIXO DQG KRQF

VXEFRQWUDFWRUV DQG DQ\ RWKHU WKLUG SDUWLHV SDUWLFXODUO\ LQ UHODWIL
DQG :HOIDUH 6XSSO\ &KDLQ 'LYHUVLW\ DQG ,QFOXVLRQ 'RLQJ %XVLQHVV 5HVSR(

$00 VXSSOLHUV DUH SURYLGHG ZLWK LWV VWDQGDUG WH}_%H ZKLFK
lLLMLKJLK_H_S_Q}PHQW BUDFWLFHV 5HSRUWLQJ UHTXLUHP AS RZKW Q
E

XV1IQHVVHY SID\ LQYRLFHYV

,QGHSHQGHQW DXGLWRU DQG DXGLW LQIRUPDWLRQ

$ IRUPDO H{WHUQDO DXGLW WHQGHU SURFHVV ZDV FRPSOHWHG E\ WKH $,% *URX
$,% 8. RQ EHKDOI RI WKH $,% *URXS SOF %RDUG DQG VXEVLGLDU\ HQWL
BULFHZDWHUKRXV¥VH&RRSHUWUH VHOHFWHG DV WKH SURSRVHG QHZ VWDWXWRU\ DX
HQGLQJ 'HFHPEHU DQG WKLV ZzDV VXEVHTXHQWO\ DSSURYHG E\ WKH %RDUG

(DFK RI WKH GLUHFWRUV DW WKH GDWH RI DSSURYDO RI WKLY DQQXDO UHSRUW F
VR IDU DV WKH\ DUH DZDUH WKHUH LV QR UHOHYDQW DXGLW LQIRUPDWLRQ RI

WKH\ KDYH WDNHQ DOO WKH VWHSVY WKDW WKH\ RXJKW WR KDYH WDNHQ DV D
DXGLW LQIRUPDWLRQ DQG WR PDNH VXUH WKDW WKH &RPSDQ\xV DXGLWRU LV L

7KLV FRQILUPDWLRQ LV JLYHQ DQG VKRXOG EH LQWHUSUHWHG LQ DFFRUGDQFH 7
$FW

Q-

Q-

$SSURYHG DQG DXWKRULVHG IRU LVVXH E\ WKH %RDUG RI 'LUHFWRUV

+LODU\ *RUPOH\
0DQDJLQJ 'LUHFWRU

ODUFK
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6WDWHPHQW RI 'LUMHENWRAUWx UHVSRQ

7KH 'LUHFWRUV DUH UHVSRQVLEOH IRU SUHSDULQJ WKH $QQXDO )LQDQFLDO 5HSF
DSSOLFDEOH ODZ DQG UHJXODWLRQ

&RPSDQ\ ODZ UHTXLUHV WKH 'LUHFWRUV WR SUHSDUH ILQDQFLDO VWDWHPHQWYV
KDYH SUHSDUHG WKH JURXS DQG WKH SDUHQW FRPSDQ\ ILQDQFLDO VWDWHPHQ
DFFRXQWLQJ VWDQGDUGYV ,Q SUHSDULQJ WKH JURXS DQG SDUHQW FRPSDQ\ ILQD(
FRPSO\ ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV LVVXHG E\ W
DV LVVXHG E\ ,$6%

8QGHU FRPSDQ\ ODZ 'LUHFWRUV PXVW QRW DSSURYH WKH ILQDQFLDO VWDWHPH
DQG IDLU YLHZ Rl WKH VWDWH RI DIIDLUV Rl WKH JURXS DQG SDUHQW FRPSDQ\ DC
SUHSDULQJ WKH ILQDQFLDO VWDWHPHQWY WKH 'LUHFWRUV DUH UHTXLUHG WR
4 6HOHFW VXLWDEOH DFFRXQWLQJ SROLFLHV DQG WKHQ DSSO\ WKHP FRQVLVWHQ!
4 6WDWH ZKHWKHU DSSOLFDEOH 8. DGRSWHG LQWHUQDWLRQDO DFFRXQWLQJ V\
IROORZHG VXEMHFW WR DQ\ PDWHULDO GHSDUWXUHV GLVFORVHG DQG H[SODLQ
a4 ODNH MXGJHPHQWY DQG DFFRXQWLQJ HVYWLPDWHY WKDW DUH UHDVRQDEOH DQG
a4 3UHSDUH WKH ILQDQFLDO VWDWHPHQWY RQ WKH JRLQJ FRQFHUQ EDVLV XQOHV
SDUHQW FRPSDQ\ ZLOO FRQWLQXH LQ EXVLQHVYV

7KH 'LUHFWRUV DUH UHVSRQVLEOH IRU VDIHIJXDUGLQJ WKH DVVHWYV RI WKH JU
UHDVRQDEOH VWHSV IRU WKH SUHYHQWLRQ DQG GHWHFWLRQ RI IUDXG DQG RWKH

7KH 'LUHFWRUV DUH DOVR UHVSRQVLEOH IRU NHHSLQJ DGHTXDWH DFFRXQWLQJ L
JURXSxV DQG SDUHQW FRPSDQ\xV WUDQVDFWLRQV DQG GLVFORVH ZLWK UHDVRQTC
JURXS DQG SDUHQW FRPSDQ\ DQG HQDEOH WKHP WR HQVXUH WKDW WKH ILQDQFLI

7KH 'LUHFWRUV DUH UHVSRQVLEOH IRU WKH PDLQWHQDQFH DQG LQWHJULW\ RI W
RQ WKH XOWLPDWH SDUHQW FRPSDQ\xV ZHEVLWH /HJLVODWLRQ LQ WKH 8QLWHG
RI ILQDQFLDO VWDWHPHQWY PD\ GLIIHU IURP OHJLVODWLRQ LQ RWKHU MXULVGLF!

5HVSRQVLELOLW\ VWDWHPHQW

(DFK Rl WKH 'LUHFWRUV ZKRVH QDPHV D Q &l W@mRIOR more KH CELHAWH & | RIQK $ID WHNQ R ;

a 7KHILQDQFLDO VWDWHPHQWY SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56V DV DGRSV
DVVHWY OLDELOLWLHV ILQDQFLDO SRVLWLRQ DQG SURILW RI WKH SDUHQW FRI
WDNHQ DV D ZKROH

a4 7KH VWUDWHJILF UHSRUW LQFOXGHV D IDLU UHYLHZ Rl WKH GHYHORSPHQW DQG
SDUHQW FRPSDQ\ DQG WKH XQGHUWDNLQJY LQFOXGHG LQ WKH FRQVROLGDWLRC
SULQFLSDO ULVNV DQG XQFHUWDLQWLHYV WKDW WKH\ IDFH DQG

a4 7KH $QQXDO )LQDQFLDO 5HSRUW DQG ILQDQFLDO VWDWHPHQWY WDNHQ DV D z
SURYLGH WKH LQIRUPDWLRQ QHFHVVDU\ IRU VKDUHKROGH U¥YVSRR/ LBWLRHD \D Q\CK
SHUIRUPDQFH EXVLQHVV PRGHO DQG VWUDWHJ\

7KLY UHVSRQVLELOLW\ VWDWHPHQW ZDV DSSURYHG E\ WKH %YRDUG RI 'LUHFWRUV

+LODU\ *RUPOH\
ODQEDJLQJ 'LUHFWRU

ODUFK
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 QGHSHQGHQW $XGLWRU V UHSRUW

,QGHSHQGHQW DXGLWRU V UHSRUW WR WKH PHPI

SHSRUW RQ WKH DXGLW RI WKH ILQDQFLDO VWDWHPHQW

2SLQLRQ

,Q RXU RSLQLRQ $,% *URXS 8. S OF xV JURXS ILQDQFLDO VWDWHPHQWY DQG

VWDWHPHQWVU

a JLYH D WUXH DQG IDLU YLHZ RI WKH VWDWH RI WKH JURXSxV DQG Rl WKH FRPS
JURXSxV SURILW DQG WKH JURXSxV DQG FRPSDQ\xV FDVK IORZV IRU WKH \HDU V

a4 KDYH EHHQ SURSHUO\ SUHSDUHG LQ DFFRUGDQFH ZLWK 8. DGRSWHG LQWHUC
DFFRUGDQFH ZLWK WKH SURYLVLRQV Rl WKH &RPSDQLHV $FW DQG

a4 KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWY Rl WKH &RPS|

:H KDYH DXGLWHG WKH ILQDQFLDO VWDWHPHQWY LQFOXGHG ZLWKLQ WKH $QQ:
FRPSULVH WKH 6WDWHPHQW RI ILQDQFLDO SRVLWLRQ DV DW 'HFHPEHU WK
FRPSUHKHQVLYH LQFRPH 6WDWHPHQW RI FKDQJHV LQ HTXLW\ DQG 6WDWHPHQW
QRWHV WR WKH ILQDQFLDO VWDWHPHQWY ZKLFK LQFOXGH D GHVFULSWLRQ RI WK

2XU RSLQLRQ LV FRQVLVWHQW ZLWK RXU UHSRUWLQJ WR WKH %RDUG $XGLW &RPF

%DVLV IRU RSLQLRQ

'H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO 6WDQGDUGYV
2XU UHVSRQVLELOLWLHV XQGHU ,6$V 8. DUH IXUWKHU GHVFULEHG LQ WKH $XG
VWDWHPHQWY VHFWLRQ RI RXU UHSRUW :H EHOLHYH WKDW WKH DXGLW HYLGHGQ
SURYLGH D EDVLV IRU RXU RSLQLRQ

,QGHSHQGHQFH

‘H UHPDLQHG LQGHSHQGHQW RI WKH JURXS LQ DFFRUGDQFH ZLWK WKH HWKLFDO
ILQDQFLDO VWDWHPHQWY LQ WKH 8. ZKLFK LQFOXGHV WKH )5&xV (WKLFDO 6WDQ(C(
KDYH IXOILOOHG RXU RWKHU HWKLFDO UHVSRQVLELOLWLHY LQ DFFRUGDQFH ZLWEK

7R WKH EHVW RI RXU NQRZOHGJH DQG EHOLHI ZH GHFODUH WKDW QRQ DXGLW \
ZHUH QRW SURYLGHG

2WKHU WKDQ WKRVH GLVFORVHG LQ QRWH $XGLWRUV UHPXQHUDWLRQ ZH KDY
LWV FROQOWUROOHG XQGHUWDNLQJV LQ WKH SHULRG XQGHU DXGLW

2XU DXGLW DSSURDEFK

&RQWH[W
7KLV LV RXU ILUVW \HDU FDUU\LQJ RXW WKH DXGLW Rl WKH JURXS DQG FRPSDQ\
\HDU DQG RXU IRUPDO DSSRLQWPHQW LQ -XQH 3ULFHZDWHUKRXVH&RRSHUV //

EDQNKLVY LQYROYHG 3Z& FHDVLQJ QRQ SHUPLVVLEOH VHUYLFHV DQG EXVLQHVYV
$IWHU EHFRPLQJ LQGHSHQGHQW ZH PHW ZLWK PDQDJHPHQW WR XQGHUVWDQG W
QHHGHG WR SODQ RXU ILUVW DXGLW HIIHFWLYHO\ ‘H PHW ZLWK WKH IRUPHU D
REWDLQ HYLGHQFH RYHU WKH RSHQLQJ EDODQFH VKHHW DQG FRPSDUDWLYH LQIR

2YHUYLHZ
$XGLW VFRSH

a :H SHUIRUPHG D IXO0O VFRSH DXGLW Rl WKH FRQVROLGDWHG DQG FRPSDQ\ ILQDC
RI GHVLJQLQJ RXU DXGLW ZH GHWHUPLQHG PDWHULDOLW)\ DQG DVVHVVHG WK
VWDWHPHQWYV

a 7KH VFRSH Rl WKH DXGLW DQG WKH QDWXUH WLPLQJ DQG H[WHQW RI DXGLW SU
ULVN DVVHVVPHQW WKH ILQDQFLDO VLJQLILFDQFH RI DFFRXQW EDODQFHV DQG

a4 $XGLW SURFHGXUHV ZHUH SHUIRUPHG RYHU DOO DFFRXQW EDODQFHV DQG G
PLVWWDWHPHQW WR WKH ILQDQFLDO VWDWHPHQWYV
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 QGHSHQGHQW $XGLWRU V UHSRUW

.H\ DXGLW PDWWHUYV

Q-

([SHFWHG FUHGLW ORVV JURXS DQG SDUHQW
5 HFRYHUDELOLW\ RI '"HIHUUHG 7D[ $VVHWV JURXS DQG SDUHQW

ODWHULDOLW\

a 2YHUDOO JURXS PDWHULDOLW)\ d P EDVHG RQ RI &RPPRQ (TXLW\ 7LHU FDS
a 2YHUDOO FRPSDQ\ PDWHULDOLW\ d P EDVHG RQ RI &RPPRQ (TXLW\ 7LHU FI
a 3BHUIRUPDQFH PDWHULDOLW\ d P JURXS DQG d P FRPSDQ\

7KH VFRSH RI RXU DXGLW

$V SDUW RI GHVLJQLQJ RXU DXGLW ZH GHWHUPLQHG PDWHULDOLW\ DQG DVVHVV]

VWDWHPHQWYV

.H\ DXGLW PDWWHUYV

.H\ DXGLW PDWWHUV DUH WKRVH PDWWHUV WKDW LQ WKH DXGLWRUVx SURIHVVLI

WKH ILQDQFLDO VWDWHPHQWYV RI
ZKHWKHU RU QRW GXH WR IUDXG
VWUDWHJ\ WKH DOORFDWLRQ RI
DQ\ FRPPHQWYV ZH PDNH RQ WKH UH

ILQDQFLDO VWDWHPHQWY DV D ZKROH DQG LQ

PDWWHUV

VXOWV RI

WKH FXUUHQW SHULRG DQG LQFOXGH WKH PR\
LGHQWLILHG E\ WKH DXGLWRUV LQFOXGLQJ W
UHVRXUFHV LQ WKH DXGLW DQG GLUHFWLQJ W
RXU SURFHGXUHV WKHUHRQ ZHUF
IRUPLQJ RXU RSLQLRQ WKHUHRQ

7KLV LV QRW D FRPSOHWH OLVW RI DOO ULVNV LGHQWLILHG E\ RXU DXGLW

.H\ DXGLW PDWWHU

+RZ RXU DXGLW DGGUHVVHG WKH N

([SHFWHG FUHGLW ORVV JURXS DQG

$V UHTXLUHG E\ ,)56 WKH JURXS
UHFRJQLVHG H[SHFWHG FUHGLW OF
'"HFHPEHU EDVHG RQ WKH RXWS
PRGHOV GLVFRXQWHG FDVK IOR
LQGLYLGXDOO\ LPSDLUHG ORDQV D
3RVW PRGHO DGMXVWPHQWYV DUH U
ULVN WKDW WKH PRGHOOHG RXW
DSSURSULDWH UHVSRQVH WR FKDQ
HQYLURQPHQW VXFK DV LQIODWLRQ
RWKHU IDFWRUYV

5HIHU WR QRWH DFFRXQWLQJ SR(
ULVN GLVFORVXUHYV

‘H FRQVLGHUHG WKH DUHDV ZLWK
ULVN UHODWHG WR WKH DVVHVVPH
DFFXUDF\ Rl SRVW PRGHO DGMXVWH
WDNHQ RQ WKH LQGLYLGXDOO\ DVV
FRUSRUDWH DQG FRPPHUFLDO UHD
DUHDV DUH LQKHUHQWO\ MXGJPHQ
PDGH FDQ KDYH D PDWHULDO LPSI
H[SHFWHG FUHGLW ORVV SURYLVLRQ

SDUHQW

BAQB FRASBUPHK®YHADONWKURXJIKV
2V V H S HRA WeH G PF DWG DW ORVYV SURFHYV
XW BRQX QGBS 0 &PHIWIMIGRW RI NH\ FR
Za TRV BWWRWRIBGWD EIRWLY IRU RXU
NG B&MWYV PG \D GRXXY WEBHGMWNY PR G
H F RWHG/MAE. @K RU HV MVHK KKIQHE HWYODL QJ P R
SXW/KIDLOPWWKRGRDRWXURUWRRQFH
) H VDIV HVK/I? HRDWE URIHPRGRPLBSHUIRUP
DQGHSHVUHRBIFIQB BWH RKD @ROMRUFI
ZH SHUIRUPHG WHVWLQJ RI WKH
DL F GR\L Y B Q/BK B RARKE H O GFLUQHIG RWW S X W
WR VRXUFH HYLGHQFH
4,0 FRQMXQFWLRQ ZLWK RXU FUH(
V K HH P R @ WD WIH® IWIKFD PRWQ P SWWD O V
DW RG MK/ F R © S/OVH \E H QFHMW DRIB0 O \
H Q WIYWDR. @ @ D/DK-H DMDYGG B H HK@®WEB R O R J \
HV\OH® LA B RV RQHWL ¥ NWW K@ W KWK H
O HWHHNAB JSRR WIR®WRYV 7KHVH
WD OH DQF SWRW HIBV WKRHS 8 RR @V P R G H ¢
FWPROKREBRORHIYH® RSSWKHG DQG
WKH FRPSOHWHQHVV DQG DFFXUD
‘H FKDOOHQJHG WKH RYHUDO
UHDVRQDEOHQHVV RI SRVW PR
DVVHVVLQJ ZKHWKHU LQKHUHQW
WHVWLQJ RI PRGHOV DQG WKH
LQFOXGLQJ WKH LPSDFW RI PXO
ZHUH VXIILFLHQWO\ DGGUHVVH(
ZKHWKHU FRPPRQ SRVW PRGHO D
RWKHU 8. EDQNV ZHUH UHOHY
FLUFXPVWDQFHV

q

pu

a

H\ DXGLYV
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 QGHSHQGHQW $XGLWRU V UHSRUW

.H\ DXGLW PDWWHU

+RZ RXU DXGLW DGGUHVVHG WKH N

Q-

JRU D VDPSOH RI FUHGLW LPSDO
FRUSRUDWH DQG FRPPHUFLDO U
DVVHVVHG WKH H[SRVXUHV WR G

GHILQLWLRQ RI FUHGLW LPSDLYJ
VHOHFWLRQ RI FUHGLW LPSDLUH
QXPEHU RI IDFWRUV LQFOXGL(

LGHQWLILHG ZLWK UHIHUHQFH WH
PDWHULDOLW\

a )RU WKLV VDPSOH ZH FKDOOHQJH
FDVK IORZV SUHSDUHG E\ PDQDJ
FDOFXODWLRQ RI WKH LPSDLUP
WHVWLQJ LQFOXGHG DVVHVVLQJ
NH\ DVVXPSWLRQV FRUURERUDW
VXSSRUW ZKHUH DYDLODEOH I
FDOFXODWLRQ :KHUH DSSURSUL
LOVSHFWLQJ YDOXDWLRQV RI FR
UHDVRQDEOHQHVV RI FDVK 10
ZHLIKWLQJV WR GHWHUPLQH ZKH
PHWKRGRORJLHY DQG DVVXPSWLH

a:H FRQVLGHUHG ZKHWKHU WKH Gl
DUHDV ZHUH LQ OLQH ZLWK WKH
IURP RXU DXGLW WHVWLQJ DQG Z
UHTXLUHPHQWYV

%DVHG RQ WKH SURFHGXUHV ZH SH
REWDLQHG ZH FRQFOXGHG WKD
MXGJHPHQWY LQ GHWHUPLQLQJ W
DQG WKH GHWHUPLQDWLRQ RI W
H[SRVXUHV ZHUH UHDVRQDEOH

5HFRYHUDELOLW\ RI '"HIHUUHG 7DJ §

7KH JURXS DQG FRPSDQ\ KDYH QHYV
d P WKDW SULPDULO\ DULVH GXt
ORVVHV $ NH\ MXGJHPHQW LQ WKH
DVVHWYV LV ZKHWKHU WKH *URXS |
WD[DEOH SURILWV ZLOO DULVH DJI
EH XWLOLVHG LQ WKH IXWXUH 7K
DVVHVVPHQW RI WKH SUREDELOLW\
WD[DEOH SURILWV ZKLFK LQ WXU
FRQFHUQLQJ IXWXUH HFRQRPLF F
SHUIRUPDQFH RYHU D QXPEHU RI \H

5HIHU WR U,QFRPH WD]
ZLWKLQ 1RWH USFFRXQWLQJ SRC
ZLWKLQ 1RWH U&ULWLEDO DFF
HVYWLPDWHVU DQG 1RWH U'HIHUUI

LOQFOXGL

7KH JURXS DQG FRPSDQ\xV FRQVLG
UHFRJQLWLRQ RI WKH QHW GHIHUU
WKH NH\ DFFRXQWLQJ MXGJHPHQW
ZLWKLQ WKH ILQDQFLDO VWDWHPH
RYHUYLHZ RI WKH NH\ DVVXPSWI
ILQDQFLDO SURMHFWLRQV ,Q SDU\
KDV EHHQ OLPLWHG WR D UHFRJQI
PDQDJHPHQW EHOLHYH WKH GHJUH
EH\RQG WKDW SHULRG LV KLJK :H

WKH '7$ DV D NH\ DXGLW PDWWHU
XQFHUWDLQW\ RYHU WKH DVVXPSW
OHQJWK RI UHFRYHU\ SHULRGV LQ
PDQDJHPHQW MXGJHPHQW RYHU Wt
IXWXUH SURILWDELOLW\

a:H XQGHUVWRRG DQG HYDOXDW
UHFRJQLWLRQ SURFHVV LQFOXQ
DSSURYDO RI IRUHFDVWYV E\ WKH
‘H DVVHVVHG ZKHWKHU HVWLPD
ZLWKLQ WKH WKUHH \HDU SODQ
UHIHUHQFH WR UHFHQW SHUIRUR
NH\ DVVXPSWLRQV XQGHUSLQQLQ
NQRZOHGJH RI WKH EXVLQHVV
VWUDWHJI\ IXWXUH SODQV DV ZHO
PDFURHFRQRPLF YDULDEOHYV

‘H DVVHVVHG DQG FKDOOHQJIHG
WKH PHGLXP DQG ORQJHU WHUP
WKH LQLWLDO WKUHH \HDU SHULR
‘H XWLOLVHG WD[ VSHFLDOLVWYV
WKH GHIHUUHG WD[DWLRQ DVVH
WKHUHRQ

‘H DVVHVVHG WKH EDVLV IRU PD
WKDW WKH UHFRYHU\ SHULRG
IRUZDUG VKRXOG EH UHVWULF
FRQVLGHULQJ ERWK VXSSRUWL
HYLGHQFH DQG WKH FRQVLVWHQ(
SULRU \HDUV

‘H DVVHVVHG WKH GLVFORVXUHV\
VWDWHPHQWY LQFOXGLQJ WKH
KLIKOLJKW WKDW WKH PRVW VL]
SHULRG RYHU ZKLFK ORVVHV DUH

Q-

Q-

Q-

Q-

Q-

2Q WKH EDVLV RI WKH ZRUN SHUI
UHFRIJQLWLRQ RI WKH GHIHUUHG W

H\ DXGLYV
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 QGHSHQGHQW $XGLWRU V UHSRUW

+RZ ZH WDLORUHG WKH DXGLW VFRSH

‘H WDLORUHG WKH VFRSH RI RXU DXGLW WR HQVXUH WKDW ZH SHUIRUPHG HQRXJ}
VWDWHPHQWY DV D ZKROH WDNLQJ LQWR DFFRXQW WKH VWUXFWXUH RI WKH JU
FRQWUROV DQG WKH LQGXVWU\ LQ ZKLFK WKH\ RSHUDWH

7KH JURXS FRPSULVHV WKH FRPSDQ\ DQG D QXPEHU RI LQFRQVHTXHQWLDO VXEVI
KLJK OHYHO RI FRYHUDJH IRU DOO LQ VFRSH ILQDQFLDO VWDWHPHQW OLQH LWHP

$V D QXPEHU RI WKH JURXS V DFFRXQWLQJ SURFHVVHV DQG FRQWUROV LQFOX
GHULYDWLYHV LQIRUPDWLRQ WHFKQRORJ\ DQG UHFRQFLOLDWLRQV DUH RSHUDW
3Z& ,UHODQG WR SHUIRUP VSHFLILHG DXGLW SURFHGXUHV LQ WKHVH DUHDV 'H
\HDU WR HQVXUH WKDW WKH SURFHGXUHV SHUIRUPHG RQ RXU EHKDOI ZHUH VXIIL
WKHLU ZRUN DQG KHOG PHHWLQJV ZLWK WKHP WR GLVFXVV WKHLU ILQGLQJV

7KH LPSDFW RI FOLPDWH ULVN RQ RXU DXGLW

$vV SDUW RI RXU DXGLW ZH PDGH HQTXLULHV RI PDQDJHPHQW WR XQGHUVWDQG W
WKH *URXSxV ILQDQFLDO VWDWHPHQWY DQG ZH UHPDLQHG DOHUW ZKHQ SHUIRU
LPSDFW RI FOLPDWH ULVN 7KHVH SURFHGXUHV LQFOXGHG FRQVLGHUDWLRQ RI V
SURFHGXUHY GLG QRW LGHQWLI\ bQ\ PDWHULDO LPSDFW DV D UHVXOW RI FOLPDW

ODWHULDOLW\

7KH VFRSH RI RXU DXGLW ZDV LQIOXHQFHG E\ RXU DSSOLFDWLRQ RI PDWHULD
PDWHULDOLW\ 7KHVH WRJHWKHU ZLWK TXDOLWDWLYH FRQVLGHUDWLRQV KHOSH
WLPLQJ DQG H[WHQW RI RXU DXGLW SURFHGXUHV RQ WKH LQGLYLGXDO ILQDQ
HYDOXDWLQJ WKH HIITHFW Rl PLVVWWDWHPHQWY ERWK LQGLYLGXDOO\ DQG LQ DJJL

%DVHG RQ RXU SURIHVVLRQDO MXGJHPHQW ZH GHWHUPLQHG PDWHULDOLW\ IRU V

JLODQFLDO VWDWHPHQWYV | )LOPMQEFLDO VWDWHPHQWYV | FRPSDQ

2YHUDOO PDWHULDPDLWA d P

+RZ ZH GHWHUPLQHGRUWRPPRQ (TXLW\ 7LHU FOREILAMRDRP RQ (TXLW\ 7LHU FDSLWD

5DWLRQDOH IRU EHEIFMAWURDWHULDOLW\ XVL®IUDWEKHQ RKRFPISIDQ\REFH DS$SOLHG W
DSSOLHG FRPPRQ HTXLW\ WLHU FPSBIWDOD EDWKFXODMWH®DOHKH DV IRU
GXULQJ WKH SODQQLQJ SKIMIDWEHs RILHEKR @XGDWOLPHMVHG KDLUFX
JURXS LV D ZKROO\ RZQHG XWWIUGDDUWD QG L2ZYHH Q WKHUH L
FRQVLGHU WKDW XVHUV | DRUUWXHW LIRQ DQNIND O
VWDWHPHQWY LQFOXGLQ/ UHJXODWRUV ZRXOG
FRQVLGHU FDSLWDO VWUH|QJWK D NH\ EHQFKPDUN
&RPPRQ HTXLW\ WLHU FDSLWDO LV DOVR D
FRPPRQO\ XVHG PDWHULDPLW\ EHQFKPDUN E\
EDQONLQJ HQWLWLHVY WKDW DUH DOVR VXEVLGLDU\
HQWLWLHV

‘H XVH SHUIRUPDQFH PDWHULDOLW\ WR UHGXFH WR DQ DSSURSULDWHO\ ORZ OHY
DQG XQGHWHFWHG PLVVWDWHPHQWY H[FHHGY RYHUDOO PDWHULDOLW\ 6SHFLILFI
VFRSH RI RXU DXGLW DQG WKH QDWXUH DQG H[WHQW RI RXU WHVWLQJ RI DFFRXC
IRU H[DPSOH LQ GHWHUPLQLQJ VDPSOH VL]HV 2XU SHUIRUPDQFH PDWHULDOLW
d P IRU WKH JURXS ILQDQFLDO VWDWHPHQWY DQG d P IRU WKH FRPSDQ\ ILQDC

,Q GHWHUPLQLQJ WKH SHUIRUPDQFH PDWHULDOLW\ ZH FRQVLGHUHG D QXPEHU
DXGLWRUxV ZRUNLQJ SDSHUV WKH KLVWRU\ RI PLVVWDWHPHQWY ULVN DVVHVV
FROQOWUROV DQG FRQFOXGHG WKDW DQ DPRXQW DW WKH XSSHU HQG RI RXU QRUP

:H DJUHHG ZLWK WKH %RDUG $XGLW &RPPLWWHH WKDW ZH ZRXOG UHSRUW WR WK
d JURXS DQG FRPSDQ\ DXGLW DV ZHOO DV PLVVWDWHPHQWY EHORZ WKR
UHSRUWLQJ IRU TXDOLWDWLYH UHDVRQV
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 QGHSHQGHQW $XGLWRU V UHSRUW

&RQFOXVLRQV UHODWLQJ WR JRLQJ FRQFHUQ

2XU HYDOXDWLRQ RI WKH GLUHFWRUVx DVVHVVPHQW RI WKH JURXS V DQG WKH
FRQFHUQ EDVLV RI DFFRXQWLQJ LQFOXGHG

a (YDOXDWLQJ WKH GLUHFWRUV JRLQJ FRQFHUQ DVVHVVPHQW LQFOXGLQJ FRQ!
HQYLURQPHQW

a $VVHVVLQJ WKH UHDVRQDEOHQHVV RI PDQDJHPHQW V ILQDQFLDO IRUHFDVWYV
SURFHVYV

a4 &RQVLGHULQJ WKH FXUUHQW OHYHOV Rl FDSLWDO DQG OLTXLGLW\ DQG WKH JU
SODXVLEOH GRZQWXUQ 7KLV LQFOXGHG FRQVLGHULQJ WKH UHVXOWYV RI WKH P
WKH 35%$ DQG )&$

a4 2EWDLQLQJ WKH OHWWHU RI UXKRXBARHSUR WL I$S6G UBEWPONQYWYWLQJ WKH DELOL
LPPHGLDWH SDUHQW HQWLW\ WR SURYLGH WKLV VXSSRUW LI UHTXLUHG DQG

a4 5HYLHZLQJ WKH DSSURSULDWHQHVV RI WKH GLVFORVXUHV PDGH LQ WKH $QQXD¢

%DVHG RQ WKH ZRUN ZH KDYH SHUIRUPHG ZH KDYH QRW LGHQWLILHG DQ\ PDWHL
WKDW LQGLYLGXDOO\ RU FROOHFWLYHO\ PD\ FDVW VLJQLILFDQW GRXEW RQ WKH
FRQFHUQ IRU D SHULRG RI bW OHDVW WZHOYH PRQWKYV IURP ZKHQ WKH ILQDQFLD!

,Q DXGLWLQJ WKH ILQDQFLDO VWDWHPHQWY ZH KDYH FRQFOXGHG WKDW WKH GLI
WKH SUHSDUDWLRQ RI WKH ILQDQFLDO VWDWHPHQWY LV DSSURSULDWH

+RZHYHU EHFDXVH QRW DOO IXWXUH HYHQWV RU FRQGLWLRQV FDQ EH SUHGLF
JURXS V DQG WKH FRPSDQ\ V DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ

2XU UHVSRQVLELOLWLHY DQG WKH UHVSRQVLELOLWLHV RI WKH GLUHFWRUV ZLW
VHFWLRQV RI WKLV UHSRUW

SHSRUWLQJ RQ RWKHU LQIRUPDWLRQ

7KH RWKHU LQIRUPDWLRQ FRPSULVHV DOO RI WKH LQIRUPDWLRQ LQ WKH $QQXD(
DXGLWRUVx UHSRUW WKHUHRQ 7KH GLUHFWRUV DUH UHVSRQVLEOH IRU WKH RW!
GRHV QRW FRYHU WKH RWKHU LQIRUPDWLRQ DQG DFFRUGLQJO\ ZH GR QRW H]
RWKHUZLVH H[SOLFLWO\ VWDWHG LQ WKLY UHSRUW DQ\ IRUP RI DVVXUDQFH WKH!

,Q FRQQHFWLRQ ZLWK RXU DXGLW RI WKH ILQDQFLDO VWDWHPHQWY RXU UHVSRQ
FRQVLGHU ZKHWKHU WKH RWKHU LQIRUPDWLRQ LV PDWHULDOO\ LQFRQVLVWHQW
LQ WKH DXGLW RU RWKHUZLVH DSSHDUV WR EH PDWHULDOO\ PLVVWDWHG ,1 ZH |
PLVVWDWHPHQW ZH DUH UHTXLUHG WR SHUIRUP SURFHGXUHV WR FRQFOXGH Z
ILQDQFLDO VWDWHPHQWY RU D PDWHULDO PLVVWDWHPHQW RI WKH RWKHU LQIRL
FRQFOXGH WKDW WKHUH LV D PDWHULDO PLVVWDWHPHQW RI WKLV RWKHU LQIR!
QRWKLQJ WR UHSRUW EDVHG RQ WKHVH UHVSRQVLELOLWLHYV

'LWK UHVSHFW WR WKH 6WUDWHJLF UHSRUW DQG 'LUHFWRUV UHSRUW ZH DOVR
&RPSDQLHV $FW KDYH EHHQ LQFOXGHG

%DVHG RQ RXU ZRUN XQGHUWDNHQ LQ WKH FRXUVH RI WKH DXGLW WKH &RPSD
RSLQLRQVY DQG PDWWHUYV DV GHVFULEHG EHORZ

6WUDWHJILF UHSRUW DQG 'LUHFWRUV UHSRUW

,Q RXU RSLQLRQ EDVHG RQ WKH ZRUN XQGHUWDNHQ LQ WKH FRXUVH RI WKH DXC
'LUHFWRUVY UHSRUW IRU WKH \HDU HQGHG 'HFHPEHU LV FRQVLVWHQW ZLWK
LQ DFFRUGDQFH ZLWK DSSOLFDEOH OHJDO UHTXLUHPHQWYV

,Q OLJKW RI WKH NQRZOHGJH DQG XQGHUVWDQGLQJ RI WKH JURXS DQG FRPSDQ\
WKH DXGLW ZH GLG QRW LGHQWLI\ DQ\ PDWHULDO PLVVWDWHPHQWY LQ WKH 6WU
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,QGHSHQGHQW $XGLWRU V UHSRUW

SHVSRQVLELOLWLHY IRU WKH ILQDQFLDO VWDWHPHQWY DQG WKH D

5HVSRQVLELOLWLHV RI WKH GLUHFWRUV IRU WKH ILQDQFLDO VWDWHPHQWYV

$V H[SODLQHG PRUH IXOO\ LQ WKH 6WDWHPHQW RI 'LUHFWRUV UHVSRQVLELOLWL
WKH ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH IUDPHZRL
YLHZ 7KH GLUHFWRUV DUH DOVR UHVSRQVLEOH IRU VXFK LQWHUQDO FRQWURO D
RI'ILQDQFLDO VWDWHPHQWYV WKDW DUH IUHH IURP PDWHULDO PLVVWDWHPHQW Z}

,Q SUHSDULQJ WKH ILQDQFLDO VWDWHPHQWY WKH GLUHFWRUV DUH UHVSRQVLEQO
FROWLQXH DV D JRLQJ FRQFHUQ GLVFORVLQJ DV DSSOLFDEOH PDWWHUV UHOL
EDVLV RI DFFRXQWLQJ XQOHVV WKH GLUHFWRUV HLWKHU LQWHQG WR OLTXLGDW
KDYH QR UHDOLVWLF DOWHUQDWLYH EXW WR GR VR

$XGLWRUVx UHVSRQVLELOLWLHV IRU WKH DXGLW RI WKH ILQDQFLDO VWDWHPHQW

2XU REMHFWLYHYVY DUH WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU \V
PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG RU HUURU DQG WR LVYV
5HDVRQDEOH DVVXUDQFH LV D KLJK OHYHO RI DVVXUDQFH EXW LV QRW D JXDUL
,6$v 8. ZLOO DOZD\V GHWHFW D PDWHULDO PLVVWDWHPHQW ZKHQ LW H[LVWV 0
FRQVLGHUHG PDWHULDO LI LQGLYLGXDOO\ RU LQ WKH DJJUHIJDWH WKH\ FRXOG
GHFLVLRQV RI XVHUV WDNHQ RQ WKH EDVLV RI WKHVH ILQDQFLDO VWDWHPHQWYV

,UUHIJXODULWLHYV LQFOXGLQJ IUDXG DUH LQVWDQFHV RI QRQ FRPSOLDQFH ZLWE
ZLWK RXU UHVSRQVLELOLWLHV RXWOLQHG DERYH WR GHWHFW PDWHULDO PLVV\
HIWHQW WR ZKLFK RXU SURFHGXUHYV DUH FDSDEOH RI GHWHFWLQJ LUUHJXODULWIL

%DVHG RQ RXU XQGHUVWDQGLQJ RI WKH JURXS DQG LQGXVWU\ ZH LGHQWLILHG
DQG UHJXODWLRQV UHODWHG WR EUHDFKHV RI WKH UXOHV RI WKH )LQDQFLDO
$XWKRULW\ 35% DQG ZH FRQVLGHUHG WKH H[WHQW WR ZKLFK QRQ FRPSOLDQI
VWDWHPHQWY :H DOVR FRQVLGHUHG WKRVH ODZV DQG UHJXODWLRQV WKDW KDY
8. WD[ OHJLVODWLRQ DQG WKH &RPSDQLHV $FW ‘H HYDOXDWHG PDQDJHPHQW
PDQLSXODWLRQ RI WKH ILQDQFLDO VWDWHPHQWY LQFOXGLQJ WKH ULVN RI RYHU
ZHUH UHODWHG WR SRVWLQJ PDQXDO MRXUQDO HQWULHV WR PDQLSXODWH UHS
DFFRXQWLQJ HVWLPDWHV :H VKDUHG RXU ULVN DVVHVVPHQW ZLWK 3Z& ,UHODQ
EHKDOI $XGLW SURFHGXUHV SHUIRUPHG LQFOXGHG

a BHUIRUPLQJ HQTXLUHV RI WKH %RDUG $XGLW &RPPLWWHH VHQLRU PDQDJHPHQ
NQRZQ RU VXVSHFWHG LQVWDQFH RI QRQ FRPSOLDQFH ZLWK ODZV DQG UHJXOD\
5HYLHZ RI NH\ FRUUHVSRQGHQFH ZLWK UHJXODWRU\ DXWKRULWLHYV LQ UHOD\
HQTXLULHV RI WKH 35%$ DQG )&$

,QFRUSRUDWLQJ XQSUHGLFWDELOLW\ LQWR WKH QDWXUH WLPLQJ DQG RU H[WH
&RQVLGHULQJ ZKHWKHU WKH DVVXPSWLRQV DQG MXGJHPHQWY PDGH E\ PDQDJH
ORDQV DQG DGYDQFHV WR FXVWRPHUV ZHUH LQGLFDWLYH RI ELDV DQG
,GHQWLI\LQJ DQG WHVWLQJ VHOHFWHG MRXUQDO HQWULHY SRVWHG WR XQXVXD

Q- Q- Q-

Q-

7KHUH DUH LQKHUHQW OLPLWDWLRQV LQ WKH DXGLW SURFHGXUHV GHVFULEHG D
RI QRQ FRPSOLDQFH ZLWK ODZV DQG UHJXODWLRQV WKDW DUH QRW FORVHO\ U
ILQDQFLDO VWDWHPHQWYV $OVR WKH ULVN RI QRW GHWHFWLQJ D PDWHULDO PL
GHWHFWLQJ RQH UHVXOWLQJ IURP HUURU DV IUDXG PD\ LQYROYH GHOLEHUDWH
PLVUHSUHVHQWDWLRQV RU WKURXJK FROOXVLRQ

2XU DXGLW WHVWLQJ PLIJKW LQFOXGH WHVWLQJ FRPSOHWH SRSXODWLRQV RI FH
DXGLWLQJ WHFKQLTXHV +RZHYHU LW W\SLFDOO\ LQYROYHV VHOHFWLQJ D OLPI
FRPSOHWH SRSXODWLRQV :H ZLOO RIWHQ VHHN WR WDUJHW SDUWLFXODU LWHPYV
RWKHU FDVHV ZH ZLOO XVH DXGLW VDPSOLQJ WR HQDEOH XV WR GUDZ D FRQFO)>
VHOHFWHG

$ IXUWKHU GHVFULSWLRQ RI RXU UHVSRQVLELOLWLHV IRU WKH DXGLW RI WKH IL
ZZZ IUF RUJ XN DXGLWRUVUHVSRQVLELOLWLHYV 7KLV GHVFULSWLRQ IRUPV SDUW F

8VH RI WKLV UHSRUW

7KLV UHSRUW LQFOXGLQJ WKH RSLQLRQV KDV EHHQ SUHSDUHG IRU DQG RQO\ IR
ZLWK &KDSWHU RI 3DUW Rl WKH &RPSDQLHV $FW DQG IRU QR RWKHU SXU
DFFHSW RU DVVXPH UHVSRQVLELOLW\ IRU DQ\ RWKHU SXUSRVH RU WR DQ\ RWKHL
KDQGV LW PD\ FRPH VDYH ZKHUH H[SUHVVO\ DJUHHG E\ RXU SULRU FRQVHQW LQ Z
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 QGHSHQGHQW $XGLWRU V UHSRUW

2ZWKHU UHTXLUHG UHSRUWLQJ

&RPSDQLHV $FW H[FHSWLRQ UHSRUWLQJ

8QGHU WKH &RPSDQLHV $FW ZH DUH UHTXLUHG WR UHSRUW WR \RX LI LQ RXU
ZH KDYH QRW REWDLQHG DOO WKH LQIRUPDWLRQ DQG H[SODQDWLRQV ZH UHTXL
DGHTXDWH DFFRXQWLQJ UHFRUGYV KDYH QRW EHHQ NHSW E\ WKH FRPSDQ\ RU
UHFHLYHG IURP EUDQFKHV QRW YLVLWHG E\ XV RU

FHUWDLQ GLVFORVXUHV RI GLUHFWRUVx UHPXQHUDWLRQ VSHFLILHG E\ ODZ DUH
WKH FRPSDQ\ ILQDQFLDO VWDWHPHQWY DUH QRW LQ DJUHHPHQW ZLWK WKH DFF

Qs Q-

QD Q-

‘H KDYH QR H[FHSWLRQV WR UHSRUW DULVLQJ IURP WKLV UHVSRQVLELOLW\

$SSRLQWPHQW

JROORZLQJ WKH UHFRPPHQGDWLRQ Rl WKH %RDUG $XGLW &RPPLWWHH ZH ZHUH
DXGLW WKH ILQDQFLDO VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU DQG
RXU ILUVW \HDU RI XQLQWHUUXSWHG HQJDJHPHQW

/IXNH +DQVRQ 6HQLRU 6WDWXWRU\ $XGLWRU

IRU DQG RQ EHKDOI Rl 3ULFHZDWHUKRXVH&RRSHUV //3
&KDUWHUHG $FFRXQWDQWYV DQG BWDWXWRU\ $XGLWRUV
IRQGRQ

ODUFK

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW




&RQVROLGDWHG LQFRPH VWDWHPHQW

IRU WKH \HD U' HRHAHES U

IRWHYV dpP dP

,QWHUHVW LQFRPH
,QWHUHVW H[SHQVH

IHW LQWHUHVW LQFRPH

YHH DQG FRPPLVVLRQ LQFRPH
)HH DQG FRPPLVVLRQ H[SHQVH
1HW WUDGLQJ DQG RWKHU ILQDQFLDO LQFRPH

1HW JDLQ RQ RWKHU ILQDQFLDO DVVHWY PHDVXUHG DW )973/

1HW JDLQ ORVV RQ GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWY PHDVXUHG DW DPRU
FRVW

2WKHU RSHUDWLQJ LQFRPH

2WKHU LQFRPH

7RWDO RSHUDWLQJ LQFRPH
2SHUDWLQJ H[SHQVHYV

,PSDLUPHQW DQG DPRUWLVDWLRQ RI LQWDQJLEOH DVVHWYV

,PSDLUPHQW DQG GHSUHFLDWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW

7TRWDO RSHUDWLQJ H[SHQVHV

2SHUDWLQJ SURILW EHIRUH LPSDLUPHQW ORVVHYV
1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH

B3URILW EHIRUH WD[DWLRQ
,QFRPH WD[ FKDUJH

3URILW IRU WKH \HDU DIWHU WD[DWLRQ DWWULEXWDEOH WR HTXLW\ KROGHUV RI

$V SHUPLWWHG E\ VHFWLRQ Rl WKW &RESDMYBNVOERW RI WKH H[HPSWLRQ W|I
VWDWHPHQW DQG UHODWHG QRWHV IURP LWV ILQDQFLDO VWDWHPHQWYV
$00 UHVXOWY DUH GHULYHG IURP FRQWLQXLQJ RSHUDWLRQV

7KQRWHV ROIsdielivRUP DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWV
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6WDWHPHQW RI FRPSUHKHQVLYH LQFRPH

IRU WKH \HD U' HRHAHES U

$,% 8. *URXS $,% 8.
1RWH

dP dP dpP dP

BURILW IRU WKH \HDU

2ZWKHU FRPSUHKHQVLYH LQFRPH

,WHPV WKDW ZLOO QRW EH UHFODVVLILHG VXEVHTXHQWO\ WR SURILW RU
ORVYV

5HPHDVXUHPHQW RI GHILQHG EHQHILW DVVHW OLDELOLW\ QHW RI WD]

7TRWDO LWHPV WKDW ZLOO QRW EH UHFODVVLILHG VXEVHTXHQWO\ WR
SURILW RU ORVYV

,WHPV WKDW ZLOO EH UHFODVVLILHG VXEVHTXHQWO\ WR SURILW RU ORVYV
ZKHQ VSHFLILF FRQGLWLRQV DUH PHW

1HW FKDQJH LQ FDVK IORZ KHGJHV QHW RI WDJ[

7TRWDO LWHPV WKDW ZLOO EH UHFODVVLILHG VXEVHTXHQWO\ WR SURILW RU
ORVV ZKHQ VSHFLILF FRQGLWLRQV DUH PHW

2WKHU FRPSUHKHQVLYH LQFRPH ORVV IRU WKH \HDU QHW RI WD][

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV IRU WKH \HDU

SWWULEXWDEOH WR
(TXLW\ KROGHUV RI $,% 8.

7KH QRWHYV Rlowsd 3RwWP DQ LQWHJIUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV
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BWDWHPHQW RI ILQDQFLDO SRVLWLRQ

DV DWHFHPEHU

$,% 8. *URXS $,% 8.

1RWHV dP dP dpP dP

$VVHWYV

&DVK DQG EDODQFHV DW FHQWUDO EDQNYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
/IRDQV DQG DGYDQFHV WR EDQNYV

/IRDQV DQG DGYDQFHV WR FXVWRPHUV
,QYHVWPHQW VHFXULWLHV

,QOYHVWPHQWY LQ JURXS XQGHUWDNLQJV o) o)
,QWDQJLEOH DVVHWYV

3URSHUW\ SODQW DQG HTXLSPHQW
2WKHU DVVHWYV

&XUUHQW WD[DWLRQ
'"HIHUUHG WD[ DVVHWYV

B3UHSD\PHQWY DQG DFFUXHG LQFRPH
SHWLUHPHQW EHQHILW DVVHWYV

7TRWDO DVVHWYV

/ILDELOLWLHV

'"HSRVLWV E\ FHQWUDO EDQNV DQG EDQNYV

&XVWRPHU DFFRXQWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

/[HDVH OLDELOLWLHV

&XUUHQW WD[DWLRQ o) o)
"HIHUUHG WD[ OLDELOLWLHV

2WKHU OLDELOLWLHV

$FFUXDOV DQG GHIHUUHG LQFRPH

BURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV

6XERUGLQDWHG OLDELOLWLHY DQG RWKHU FDSLWDO L@VWUXPHQWYV o}

7TRWDO OLDELOLWLHV

(TXLW\

6KDUH FDSLWDO

S5HVHUYHV

7RWDO VKDUHKROGHUV HTXLW\
2WKHU HTXLW\ LQWHUHVWYV o] o]

7TRWDO HTXLW\

7TRWDO OLDELOLWLHY DQG HTXLW\

$,% 8. UHSRUWHG D SURILW IRU WKRHPEBQHFRLDOP\HDU HQRBEHG
TKHOQRWHYV RE'S/E‘-H\RUP DQ LOWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV

7KH ILODQFLDO R@ mwrwWeWyHUH DSSEARWHBRDUG RI 'LDEBWIRUNKRULVHG IRU LV
ODUFK 7KH\ ZHUH VLJQHG RQ LWV EHKDOI E\

+LODU\ *RUPOH\
ODQDJLQJ 'LUHFWRU
&RPSDQ\ UHIJLVWUDWLRQ QXPEHU 1,
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6WDWHPHQW RI FKDQJHV LQ HTXLW\

IRU WKH \HD U' HRHAHES U

WR HTXLW\ KROGF
YHC 7RV
VH

6KDUH 2WKHU &DSLWDDWKHU &DVIGH
FDSLWBIOXLWNGHPSWIHR/MHUYHVORZH HTX
LOWHUHWWVHUYHV KHGJLQJ
UHVHUYH
$,% 8. *URXS 1RWHV dP dP dP dP dP dP dP
$W -DQXDU\ ) 0]
7RWDO FRPSUHKHQVLYH LQFRPH
IRU WKH \HDU
3URILW IRU WKH \HDU o) ) ) o) o)
2WKHU FRPSUHKHQVLYH LQFRP@ ) o) o)
7RWDO FRPSUHKHQVLYH LQFRPH ) )
IRU WKH \HDU 6] ) 0]
7UDQVDFWLRQV ZLWK RZQHUV
UHFRUGHG GLUHFWO\ LQ HTXLW\
&DSLWDO UHGXFWLRQ ) o) o) o) o)
%X\EDFN RI RUGLQDU\ VKDUHYV ) o) o)
,VVXH RI $GGLWLRQDO 7LHU
BHFXULWLHV o) o) o) o) o)
2WKHU PRYHPHQWYV ) ) ¢) o) o)
7RWDO FRQWULEXWLRQV E\ DQG
GLVWULEXWLRQV WR RZQHUV RI $,% )
8 o) o)
$W "HEFHPEHU
$W -DQXDU\ o) )
7RWDO FRPSUHKHQVLYH ORVV IRU
WKH \HDU
3URILW IRU WKH \HDU o) o) e) o) o)
2WKHU FRPSUHKHQVLYH ORVV O ) 0] o)
7RWDO FRPSUHKHQVLYH ORVV IRU ] ]
WKH \HDU 6] ) e) o)
2WKHU PRYHPHQWV ) ) 0] o) o)
$W '"HFHPEHU ) ¢)
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SWWULEXWDEOH WR HTXLW\ KROGF
6KDUH2WKHU &DSLWDDWKHU&DVIHYHQXHWRWDO
FDSLWBO X HPSWIHR/GUYHVORIDHVHUYHITVX L W\
LQWH VHUY KHGJLQJ
UHVHUYH
$,% 8. 1RWHV dP dpP dpP dpP dpP dP dP
$W -DQXDU\ ) o
7RWDO FRPSUHKHQVLYH LQFRPH
IRU WKH \HDU
3URILW IRU WKH \HDU ) ) o] o) o)
2WKHU FRPSUHKHQVLYH LQFRPH o] o} o}
7RWDO FRPSUHKHQVLYH LQFRPH ) ) )
IRU WKH \HDU o) o) o o
7UDQVDFWLRQV ZLWK RZQHUV
UHFRUGHG GLUHFWO\ LQ HTXLW\
&DSLWDO UHGXFWLRQ ) o] o) o) o]
%X\EDFN RI RUGLQDU\ VKDUHYV o] o o)
,VVXH Rl $GGLWLRQDO 7LHU ) ) )
BHFXULWLHV o} o} ¢} o} o}
7RWDO FRQWULEXWLRQV E\ DQG
GLVWULEXWLRQV WR RZQHUV RI $,% )
8. o o}
$W '"HFHPEHU
$W -DQXDU\ o] o]
7RWDO FRPSUHKHQVLYH ORVV IRU
WKH \HDU
3URILW IRU WKH \HDU o} o o o} o}
2WKHU FRPSUHKHQVLYH ORVV O ) o) o)
7RWDO FRPSUHKHQVLYH ORVV IRU ] ] )
WKH \HDU o} o o o}
$W '"HFHPEHU ) o)

7KH QRWHYV Rlowsd s3RwP DQ LOWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV
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6WDWHPHQW RI FDVK IORZV

IRU WKH \HD U' HRHAHES U

$,% 8. *URXS $,% 8.
I1RWHV dpP dpP dP dP
&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV
BURILW EHIRUH WD[DWLRQ IRU WKH \HDU
$GMXVWPHQWYV IRU
1RQ FDVK LWHPV
I1HW FDVK LQIORZ IURP RSHUDWLQJ DFWLYLWLHYV EHIRUH
FKDQJHV LQ RSHUDWLQJ DVVHWY DQG OLDELOLWLHYV

&KDQJH LQ ORDQV DQG DGYDQFHV WR EDQNV
&KDQJH LQ ORDQV DQG DGYDQFHV WR FXVWRPHUYV
&KDQJH LQ GHSRVLWYV E\ EDQNV

&KDQJH LQ FXVWRPHU DFFRXQWYV

&KDQJH LQ GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV
&KDQJH LQ QRWHV LQ FLUFXODWLRQ

&KDQJH LQ RWKHU DVVHWYV

&KDQJH LQ RWKHU OLDELOLWLHYV

I1HW FDVK RXWIORZ IURP RSHUDWLQJ DVVHWY DQG
OLDELOLWLHV

I1HW FDVK RXWIORZ IURP RSHUDWLQJ DFWLYLWLHV EHIRUH
WD[DWLRQ

7D[DWLRQ SDLG UHIXQG
1HW FDVK RXWIORZ IURP RSHUDWLQJ DFWLYLWLHYV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV

$GGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW o

BURFHHGV IURP GLVSRVDOV RI SURSHUW\ SODQW DQG
HTXLSPHQW

$GGLWLRQV WR LQWDQJLEOH DVVHWYV
'LYLGHQGY UHFHLYHG IURP VXEVLGLDU\ XQGHOWDNLQQOV
1HW FDVK RXWIORZ IURP LQYHVWLQJ DFWLYLWLHYV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV

%X\EDFN Rl RUGLQDU\ VKDUHYV (0] o
SURFHHGY RQ LVVXHV RI GHEW VHFXULWLHYV 0o o
1HW SURFHHGV RQ LVVXH RI DGGLWLRQDO 7LHU VHFRULWLHV o

5HSD\PHQW RI OHDVH OLDELOLWLHYV
I1HW FDVK RXWIORZ IURP ILQDQFLQJ DFWLYLWLHYV

&KDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV
2SHQLQJ FDVK DQG FDVK HTXLYDOHQWYV
&ORVLQJ FDVK DQG FDVK HTXLYDOHQWYV

7KH QRWHYV Rlowsd 3RwWP DQ LQWHJIUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$FFRXQWLQJ SROLFLHV

&ULWLFDO DFFRXQWLQJ MXGJHPHQWY DQG HVWLPDWHYV
,QWHUHVW DQG VLPLODU LQFRPH

,QWHUHVW DQG VLPLODU H[SHQVH

1HW IHH DQG FRPPLVVLRQ LQFRPH

1HW WUDGLQJ DQG RWKHU ILQDQFLDO LQFRPH

1HW JDLQ RQ RWKHU ILQDQFLDO DVVHWY PHDVXUHG DW )973/
1HW JDLQ ORVV RQ GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWYV PHDVXUHG DW DP|
2WKHU RSHUDWLQJ LQFRPH

2SHUDWLQJ H[SHQVHYV

$XGLWRU V UHPXQHUDWLRQ

1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH
7D[DWLRQ

7UDQVIHU RI ILQDQFLDO DVVHWV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

/RDQV DQG DGYDQFHV WR EDQNYV

/RDQV DQG DGYDQFHV WR FXVWRPHUV
$PRXQWV UHFHLYDEOH XQGHU ILQDQFH OHDVHV DQG KLUH SXUFKDNMH FRQWUDF
/JRVV DOORZDQFH RQ ILQDQFLDO DVVHWYV

&UHGLW ULVN GLVFORVXUHV

,QYHVWPHQW VHFXULWLHYV

,QYHVWPHQWYV LQ JURXS XQGHUWDNLQJV

,QWDQJLEOH DVVHWYV

3URSHUW\ SODQW DQG HTXLSPHQW

2WKHU DVVHWYV

'"HIHUUHG WD[DWLRQ

SHWLUHPHQW EHQHILWYV

'"HSRVLWV E\ FHQWUDO EDQNV DQG EDQNV

&XVWRPHU DFFRXQWYV

/JHDVH OLDELOLWLHYV

2WKHU OLDELOLWLHYV

3URYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV
6XERUGLQDWHG OLDELOLWLHY DQG RWKHU FDSLWDO LQVWUXPHQ
6KDUH FDSLWDO

2WKHU HTXLW\ LQWHUHVWYV

&DSLWDO UHGHPSWLRQ UHVHUYHYV

$QDO\VLV Rl PRYHPHQWYV LQ RWKHU FRPSUHKHQVLYH LQFRPH
&RQWLQJHQW OLDELOLWLHY DQG FRPPLWPHQWYV
&ODVVLILFDWLRQ DQG PHDVXUHPHQW RI ILQDQFLDO DVVHWYV DQG [LODQFLDO C
)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV

,QWHUHVW UDWH VHQVLWLYLW\

6WDWHPHQW RI FDVK IORZV DGGLWLRQDO LQIRUPDWLRQ
J)LQDQFLDO DVVHWY DQG OLDELOLWLHY E\ FRQWUDFWXDO UHVLGXEBAl PDWXULW
JLQDQFLDO OLDELOLWLHY E\ XQGLVFRXQWHG FRQWUDFWXDO PDW X w\

ooooooao

U00oooooo

00000800000000000000

ooo

5HODWHG SDUW\ WUDQVDFWLRQV [
'LYLGHQGV 1
(YHQWV DIWHU WKH UHSRUWLQJ SHULRG ]
3DUHQW FRPSDQ\ ]
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$FFRXQWLQJ SROLFLHYV

7KH PDWHULDO DFFRXQWLQJ SROLFLHV WKDW $,% 8. *URXS DSSOLHG LQ WKH SUL
WKLV VHFWLRQ

5HSRUWLQJ HQWLW\
$,% *URXS 8. S OF FRPSDQ\ QXPEHU 1, LV D SXEOLF FRPSDQ8 QQMPH®/ H G
LQJGRRWK LWV UHJLVWHUM 6 WIHBFWDW ++1RUWKHUQ ,UHODQG

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY¥HPEH BQFRY GHKWKHDUQDIGHBGO V
Rl $,% 8. DQG LWV VXEVLGLDU\ XQGHUWDNLQJVY FROOHFWLYHO\ UHIHUUHG WR DV
ILQDQFLDO VHUYLFHVY WR SHUVRQDO FRPPHUFLDO DQG FRUSRUDWH FXVWRPHUV I

7KH %RDUG RI 'LUHFWRUVY DSSURYHG WKHVH DIDQUUIFFLDO VWDWHPHQWY IRU LVVXH

5HIHUHQFH PDGH WR O0$,% SOFx RU OWKH 3DUHQWx UHODWH WR $0O0OLHG ,ULVK
BHSXEOLF RI ,UHODQG $,% *URXS S®RP INVRW K HXDOA PMBHRS UMK BW *UR$S% VHH Q
*URXS SOF LV UHJLVWHUHG LQ WKH 5HSXEOLF RI ,UHODQG UHJLVWHUHG QXPEHU
DW OROHVZRUWKXEWIUEH®XEOLF RI 7THEBSIQORQH S5HIHUHQFH PDGH WR
*URXS UHODWHV WR $,% SOF DQG LWV VXEVLGLDU\ XQGHUWDNLQJV ZKLFK LQFOX

6WDWHPHQW RI FRPSOLDQFH
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG ISGWFFRUG!|
DQG . QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV ,)56V DV LVVXHG |
,$6D0QG DV DGRSWHG E\ WKH 8. DQG DSSOLHPHOGBHRU7WHKH FFRYX QVMQIGHIGSROLFL
EHHQ FRQVLVWHQWO\ DSSOLHG E\ $,% 8. *URXS HQWLWLHY DQG DUH FRQVLVW
GHVFULEHG

%DVLV RI SUHSDUDWLRQ
YXQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQEF\
7KH ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ SRXQGV VW HUWIE. @D 0z RU FIKWI
VXEVLGLDULHV ([FHSW DV RWKHUZLVH LQGLFDWHG ILQDQFLDO LQIRUPDWLRQ SL
PLOOLRQ

%DVLV RI PHDVXUHPHQW

7KH ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG XQGHU WKH KLVWRULFDO F
DQG OLDELOLWLHY ZKLFK DUH VWDWHG DW WKHLU IDLU YDOXH GHULYDWLYH ILC
WKURXJK SURILW RU ORVV

7KH ILQDQFLDO VWDWHPHQWYV FRPSULVH WKH FRQVROLGDWHG LQFRPH VWDWHP
LQFRPH WKH FRPSDQ\ VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH WKH FRQVROLGLE
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ WKH FRQVROLGDWHG VWDWHPHQW RI FKE
HTXLW\ WKH FRQVROLGDWHG VWDWHPHQW RI FDVK IORZV DQG WKH FRPSDQ\ V\
QRWHYV

&KDQJH LQ SUHVHQWDWLRQ IRU FHUWDLQ QRWHV WR WKH ILQDQFLDO VWDWHPHQ
$,% 8. *URXS KDV FKDQJHG WKH SUHVHQWDW Q ORDQV DQG DGYDQFHV WR F>
QRWH&UHGLW ULVN GHWPQRVXRIHVKLYVY FKDQJHLDIUB W RXW RQ SDJHV

8VH RI MXGJHPHQWY DQG HVWLPDWHYV

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY UHTXLUHV PDQDJHPHQW WR PD
DIITHFW WKH DSSOLFDWLRQ RI SROLFLHV DQG UHSRUWHG DPRXQWV RI FHUWDL
GLVFORVXUHV RI FROQWLQJHQW DVVHWY DQG OLDELOLWLHV

7KH HVWLPDWHY DQG DVVXPSWLRQV DUH EDVHG RQ KLVWRULFDO H[SHULHQFH D
UHDVRQDEOH XQGHU WKH FLUFXPVWDQFHV 6LQFH PDQDJHPHQWxV MXGJHPHQW
OLNHOLKRRG RI IXWXUH HYHQWY WKH DFWXDO UHVXOWY FRXOG GLIIHU IURP W
UHYLHZHG RQ DQ RQJRLQJ EDVLV 5HYLVLRQV WR DFFRXQWLQJ HVWLPDWHY DUH
UHYLVHG DQG LQ DQ\ IXWXUH SHULRG DIIHFWHG 7KH MXGJHPHQWYV WKDW KDYH |
WKH HVWLPDWHYV ZLWK D VLIJQLILFDQW ULVN RI PDWHULDO DGMXVWPHQW LQ WK
DVVHWYVY WKH UHFRYHUDELOLW\ RI GHIHUUHG WD[ UHWLUHPHQW EHQHILW REOLJL

$ GHVFULSWLRQ RI WKHVH MXGJHPHQWYV D @G LNWLVF DD IVHRR KD W HQW RIXVE RIQP 19 R W YA
SD

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&RQVLGHUDWLRQ RI FOLPDWH FKDQJH

,Q SUHSDULQJ WKH ILQDQFLDO VWDWHPHQWY WKH 'LUHFWRUV KDYH FRQVLGHUH

PDWHULDO LPSDFW LGHQWLILHG RQ WKH ILQDQFLDO UHSRUWLQJ MXGJHPHQWYV

'LUHFWRUV FRQVLGHUHG WKH LPSDFW RI FOLPDWH FKDQJH LQ UHVSHFW RI WKH IF

a4 &UHGLW7BHVNPSDFW RI FOLPDWH ULVN RQ WKH PDQDJHPHQW HVFDODWLRQ DQ
$,% 8. *URXS 7KHUH LV FXUUHQWO\ QR UHDVRQDEOH DQG VXSSRUWDEOH LQI
FOLPDWH FKDQJH RQ HVWLPDWHG (&/V DQG $,% 8.FRXRXSHWIVHNSOR AN VR QL
DGHTXDWHO\ FDSWXUHV FOLPDWH ULVN ZKHUH DSSURSULDWH

a4 ,PSDLUPHQW RI QRQ ILQBQFISDCURNHWSEISOLHY WKH UH TS DHPRHQWWY RIQ$YE HW
DVVHVVLQJ ZKHWKHU LPSDFWHG DVVHWVY DUH LPSDLUHG DW D UHSRUWLQJ GD\
DVVHWV ZKLFK PD\ EH LPSDLUHG WKDW UHTXLUHV WKH LGHQWLILFDWLRQ RI L
LGHQWLILFDWLRQ RI FOLPDWH UHODWHG LPSDLUPHQW WULJJHUV ,Q DGGLWLF
RZQ RSHUDRMMRQRW LPSDFW WKH XVHIXO OLYHV RI $,% 8. *URXSxV LPSDFWHG
UHSODFH LPSDFWHG DVVHWY DV WKHLU XVHIXO OLYHV H[SLUH

*RLQJ FRQFH
7KH ILQDQFLDO VWDWHPHQWVHRMPEKY KDDH HEQGIYGSUHSDUHG RQ D JRLQJ FRQF
'LUHFWRUV DUH VDWLVILHG KDYLQJ FRQVLGHUHG WKH ULVNV DQG XQFHUWDLQW
FRQWLQXH LQ EXVLQHVV IRU WKH SHULRG RI DVVHVVPHQW 7KH SHULRG RI DVVHYV
WKH GDWH RI DSSURYDO RI WKHVH DQQXDO ILQDQFLDO VWDWHPHQWYV

,Q PDNLQJ WKHLU DVVHVVPHQW WKH 'LUHFWRUV KDYH FRQVLGHUHG IDFWRUV X
OLTXLGLW\ DQG VXSSRUW IURP $,% SOF

$ ZLGH UDQJH RI LQIRUPDWLRQ UHODWLQJ WR SUHVHQW DQG IXWXUH FRQGLWI
ILQDQFLDO SODQV ZKLFK UHIOHFW WKH $,% 8. VWUDWHJI\ OLTXLGLW\ D
SURMHFWLRQV DOO RI ZKLFK KDYH EHHQ SUHSDUHG XQGHU EDVH DQG VWUHVYV
KDYH FRQVLGHUHG WKH FXUUHQW DQG IXWXUH 8. HFRQRPLF HQYLURQPHQW SUR)
(XURJRQH HFRQRPLHVY DQG WKH IDFWRUV DQG XQFHUWDLQWLHY LPSDFWLQJ WKHL

7KH 'LUHFWRUV KDYH DOVR FRQVLGHUHG WKH SULQFLSDO ULVNV DQG XQFHUWI
JHRSROLWLFDO ODQGVFDSH ZKLFK FRXOG PDWHULDOO\ DIIHFW $,% 8. *URXSxV |
ZKLFK DUH RXWO WR RQ SDJIHV

7KH 'LUHFWRUV EHOLHYH $,% 8. *URXSxV FDSLWDO UHVRXUFHV DUH ITLFLHQW W
VHW RXWFDQLWID SODQ WR "HEFHRERPEDQ\xYV UHIXODWRU\ FDSLWDO VRMGUFHYV C
OLTXLGLW\ LV R OLQHG RQ SDJH

7KH 3DUHQW *URXS FRQWLQXHV WR VXSSRUW $,% 8. RSHUDWLRQDOO\ WKURXJK D
OHWWHU VWDWLQJ LW ZLOO FRQWLQXH WR SURYLGH ILQDQFLDO VXSSRUW VR §,
UHTXLUHPHQWY IRU D SHULRG RI QRW OHVV WKDQ WZHOYH PRQWKYV IURP WKH G
'LUHFWRUV

2Q WKH EDVLV RI WKH DERYH IDFWRUV WKH 'LUHFWRUV DUH VDWLVILHG WKDW L
VWDWHPHQWYV RI $,% 8. *URXS RQ D JRLQJ FRQFHUQ EDVLV KDYLQJ FRQFOXGHG
HYHQWY RU FRQGLWLRQV WKDW PD\ FDVW VLJQLILFDQW GRXEW RQ $,% 8. *URXS:
SHULRG RI DVVHVVPHQW

$GRSWLRQ RI QHZ DFFRXQWLQJ VWDQGDUGYV

7KH IROORZLQJ QHZ VWDQGDUGY DQG DPHQGPHQWY WR VWDQGDUGY KDYH EHHQ

'"HFHPEHU

a,$6 S3UHVHQWDWLRQ RI )LQDQBELD 6663\WID¥ MR G0/BW DYQIHEH\Y MU L D O L WL V-IKGR ¥R H I W \
RI $FFRXQWLQJ 3ROLFLHV

4 ,$6 $SFFRXQWLQJ 3ROLFLHV &KDQJHV LQ $FFRHNQWLYLROWRIPHVERX QW IGQ U UWRNMLP T

a,$6 ,QFRPH 7DHMWUUHG 7D[ UHODWHG WR $VVHWV DQG /LDELOLWLHV DULVLQJ IL

a,$6 ,QFRPH 7D[®WHUQDWLRQDO 7D[ 5HIRUP 3LOODU 7ZR ORGHO 5XOHV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

7KH LPSDFW RI WKHVH DUH VHW RXW EHORZ

,$6 3UHVHQWDWLRQ RI )LQDQRBL D)6 66 UIDNMAH GBW DQVWH CBI\Y WU LD O L WL V-IKGRWRH B \RV
$FFRXQWLQJ 3ROLFLHV

7KH DPHQGPHQWV3WHR/HRWDWLRQ RI )L QDG D,Q5 & Ve DWW F\W H DN BHWLVQH PHIDWMH UL D O L
-XGJHPHGWRYLGH JXLGDQFH DQG H[DPSOHV WR KHOS HQWLWLHV DSSO\ PDWH
GLVFORVXUHV 7KH DPHQGPHQWYV DLP WR KHOS HQWLWLHYV SURYLGH DFFRXQWLQJ
WKH UHTXLUHPHQW IRU HQWLWLHVY WR GLVFORVH WKHLU OVLJQLILFDQWx DFFRXQ
DFFRXQWLQJ SROLFLHV DQG DGGLQJ JXLGDQFH RQ KRZ HQWLWLHV DSSO\ WKH |
DFFRXQWLQJ SROLF\ GLVFORVXUHV ,Q FRQVLGHULQJ ZKLFK DFFRXQWLQJ SROLFL
ERWK TXDQWLWDWLYH DQG TXDOLWDWLYH IDFWRUV LQFOXGLQJ FRQVLGHULQJ V
VWDWHPHQWYV

7KH DPHQGPHQWY KDG WKH IROORZLQJ LPSDFW RQ $,% 8. *URXSxV GLVFORVXUH R

a$ % 8. *URXS UHPRYHG WKH IROORZLQJ SROLFLHVY RQ WKH EDVLV WKDW WKH UH!
ZDV TXDQWLWDWLYHO\ LPPDWHULDO GLYLGHQG LQFRPH LPSDLUPHQW RI WDQJ
QRQ FXUUHQW DVVHWY KHOG IRU VDOH

a$ % 8. *URXS DPHQGHG WKH IROORZLQJ SROLFLHVY E\ FRQGHQVLQJ RU UHPRYLQ.
TXDOLWDWLYHO\ LPPDWHULDO EDVLV RI FRQVROLGDWLRQ LQWHUHVW LQFRPH
HPSOR\HH EHQHILWY ILQDQFLDO DVVHWY OHDVHV GHULYDWLYHV DQG KHGJH
DQG UHPRYHG WKH SROLF\ RQ QHW WUDGLQJ LQFRPH RQ WKH VDPH EDVLV

7KH DPHQGPHQWY KDG QR LPSDFW RQ WKH PHDVXUHPHQW UHFRJQLWLRQ RU S
ILQDQFLDO VWDWHPHQWYV

,$6 $FFRXQWLQJ 3ROLFLHV &KDQJHV LQ $FFRXQWILQQLW WA® RW B ¥ FIRX®@ WW QR UV W L|
7KH DPHQGPHQWVSPMFRX®ELQJ 3ROLFLHV &KDQJHV LQ $FFRKQDWULIQY WKL B W\ I/ ¢
EHWZHHQ FKDQJHV LQ DFFRXQWLQJ HVWLPDWHV FKDQJHV LQ DFFRXQWLQJ SROL
KRZ HQWLWLHV XVH PHDVXUHPHQW WHFKQLTXHYV DQG LQSXWV WR GHYHORS DFFR;

7KH DPHQGPHQWY KDG QR LPSDFW RQ $,% 8. *URXS V ILQDQFLDO VWDWHPHQWYV

,$6 ,QFRPH 7D[HMHUUHG 7D[ UHODWHG WR $VVHWYV DQG /LDELOLWLHY DULVLQJ IUI
7KH DPHQGPHQWV, Q\FRRP$I6 7D [ 158 QDUURZ WKH VFRSH RI WKH LQLWLDO UHFRJQ
ORQJHU DSSOLHV WR WUDQVDFWLRQV WKDW JLYH ULVH WR HTXDO WD[DEOH DQC
GHFRPPLVVLRQLQJ OLDELOLWLHYV

7KH DPHQGPHQWY KDG QR PDWHULDO LPSDFW RQ $,% 8. *URXS V ILQDQFLDO VWDV

$PHQGPHQWYV WRERFPH 7D[BWHUQDWLRQDO 7D[ 5HIRUP 3LOODU 7ZR ORGHO 5XOH

7KH DPHQGPHQWY WR ,$6 KDYH EHHQ LQWURGXFHG LQ UHVSRQVH WR WKH 2(&'x

4$ PDQGDWRU\ WHPSRUDU\ H[FHSWLRQ WR WKH UHFRJQLWLRQ DQG GLVFORVXUHl
LPSOHPHQWDWLRQ Rl WKH 3LOODU 7ZR PRGHO UXOHV DQG

4 'LVFORVXUH UHTXLUHPHQWYVY IRU DIIHFWHG HQWLWLHV WR KHOS XVHUV RI WKH
H[SRVXUH WR 3LOODU 7ZR LQFRPH WD[HV DULVLQJ IURP WKDW OHJLVODWLRQ S

6HH DFFRXQWLQD R GIRFWMHDWILRDS$,% 8. *URXS V GLVFORVXUH UHODWHG WR WKLV

$,% 8*URXS KDV QRW HDQWVWW DQGRBWHWHEHQGPHQW WKDW KDV EHHQ LVVXHG EXW LV Q
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%DVLV RI FRQVROLGDWLRQ
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY FRPSULVH WKH ILQDQFLDO VWDWH

$V SHUPLWWHG E\ 6HFWLRQ Rl WKH &RPSDQLHV $FW QR LQFRPH VWDWHPHC

6XEVLGLDU\ XQGHUWDNLQJV

6XEVLGLDU\ XQGHUWDNLQJY DUH DOO HQWLWLHVY RYHU ZKLFK $,% 8. KDV FRQW
H[SRVHG WR RU KDV ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW Z
WKURXJK LWV SRZHU WR GLUHFW WKH DFWLYLWLHV RI WKH HQWLW\ 6XEVLGLDU
ZKLFK FRQWURO LV WUDQVIHUUHG WR $,% 8. 7KH\ DUH GHUHFRJQLVHG IURP WKH

,QWHU FRPSDQ\ WUDQVDFWLRQV EDODQFHV DQG XQUHDOLVHG JDLQV RQ WUDQV
8QUHDOLVHG ORVVHV DUH DOVR HOLPLQDWHG XQOHVV WKH WUDQVDFWLRQ SURY
$FFRXQWLQJ SROLFLHV Rl VXEVLGLDULHV KDYH EHHQ XSGDWHG ZKHUH QHFHVVDL
E\ $,% 8. *URXS

$,% 8. UHDVVHVVHV ZKHWKHU LW FRQWUROV D VXEVLGLDU\ ZKHQ IDFWV DQG FLUF
RU PRUH HOHPHQWY RI FRQWURO ,I $,% 8. *URXS ORVHV FRQWURO RYHU D VXE'
DVVHWY LQFOXGLQJ JRRGZLOO OLDELOLWLHY DQG RWKHU FRPSRQHQWYV RI HT
SURILW RU ORVYV

6HH QRWRBYHVWPHQWY LQ JURRY WIGHOMWDNIRQIWXEVLGLDULHV ZLWKLQ $,% 8. *UR;

$,% 8. ILQDQFLDO VWDWHPHQWY ,QYHVWPHQW LQ VXEVLGLDU\ XQGHUWDNLQJV
$,% 8. DFFRXQWV IRU LQYHVWPHQWY LQ VXEVLGLDU\ XQGHUWDNLQJV WKDW DUH ¢
IRU LPSDLUPHQW ,I WKH LQYHVWPHQW LV FODVVLILHG DV KHOG IRU VDOH $,% 8.
IDLU YDOXH OHVV FRVWV WR VHOO

$,% 8. UHYLHZV LWV HTXLW\ LQYHVWPHQWY IRU LPSDLUPHQW DW WKH HQG RI H
LPSDLUPHQW PD\ KDYH RFFXUUHG ,Q DGGLWLRQ DQ DVVHVVPHQW LV FDUULHG
ORVVHV UHFRJQLVHG LQ SULRU SHULRGV PD\ QR ORQJHU H[LVW RU PD\ KDYH GHFI

7KH WHVWLQJ IRU SRVVLEOH LPSDLUPHQW LQYROYHV FRPSDULQJ WKH HVWLPDYV
FDUU\LQJ DPRXQW :KHUH WKH UHFRYHUDEOH DPRXQW LV OHVV WKDQ WKH FDUL
LPSDLUPHQW SURYLVLRQ LQ $,% 8. V ILQDQFLDO VWDWHPHQWY 7KH UHFRYHUDEO
DQG YDOXH LQ XVH 9,8

JRU SUHYLRXVO\ LPSDLUHG LQYHVWPHQWY ZKHUH WKH DVVHVVPHQW LQGLFDW
LPSDLUPHQW ORVV UHFRJQLVHG LQ HDUOLHU SHULRGV LV UHYHUVHG +RZHYHU )
DPRXQW WKDW LW ZRXOG KDYH EHHQ KDG WKH RULJLQDO LPSDLUPHQW QRW EHHQ

'LYLGHQGV IURP D VXEVLGLDU\ XQGHUWDNLQJ DUH UHFRJQLVHG LQ WKH LQFRPI
UHFHLYH WKH GLYLGHQG LV HVYWDEOLVKHG

YRUHLJQ FXUUHQF\ WUDQVODWLRQ
,WHPV LQFOXGHG LQ WKH ILQDQFLDO VWDWHPHQWY RI HDFK Rl $,% 8. *URXSx\
FXUUHQF\ EHLQJ WKH FXUUHQF\ Rl WKH SULPDU\ HFRQRPLF HQYLURQPHQW LQ ZK

7UDQVDFWLRQV DQG EDODQFHYV

YRUHLJQ FXUUHQF\ WUDQVDFWLRQV DUH WUDQVODWHG LQWR WKH UHVSHFWLYH
SUHYDLOLQJ DW WKH GDWHV RI WKH WUDQVDFWLRQV ORQHWDU\ DVVHWV DQG
WUDQVODWHG DW WKH UDWH SUHYDLOLQJ DW WKH SHULRG HQG )RUHLJQ H[FKD
VXFK WUDQVDFWLRQV DQG IURP WKH UH WUDQVODWLRQ DW SHULRG HQG H[FKDQJ
OLDELOLWLHY GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV DUH UHFRJQLVHG LQ WKF
DQG VLPLODU QRQ PRQHWDU\ LWHPV KHOG DW IDLU YDOXH WKURXJK SURILW RU O

([FKDQJH GLIIHUHQFHY RQ D ILQDQFLDO LQVWUXPHQW GHVLJQDWHG DV D KHGJH
UHSRUWHG LQ RWKHU FRPSUHKHQVLYH LQFRPH
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,QWHUHVW LQFRPH DQG H[SHQVH UHFRJQLWLRQ
,QWHUHVW LQFRPH DQG H[SHQVH LV UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW IR
HITHFWLY HUIDQWWHH D HWWR G

(ITHFWLYH LQWHUHVW UDWH

7KH HIITIHFWLYH LQWHUHVW UDWH PHWKRG LV D PHWKRG RI FDOFXODWLQJ WKH DP
JURXS RI ILQDQFLDO DVVHWY RU ILQDQFLDO OLDELOLWLHYV DQG RI DOORFDWLQJ
SHULRG

7KH HIITHFWLYH LQWHUHVW UDWH LV WKH UDWH WKDW H[DFWO\ GLVFRXQWYVY WKH H
H[SHFWHG OLIH RI WKH ILQDQFLDO LQVWUXPHQW WR

a 7KH JURVYV FDUU\LQJ DPRXQW RI WKH ILQDQFLDO DVVHW RU

a 7KH DPRUWLVHG FRVW RI WKH ILQDQFLDO OLDELOLW\

7KH DSSOLFDWLRQ RI WKH PHWKRG KDV WKH HIIHFW RI UHFRJQLVLQJ LQFRPH UH
HYHQO\ LQ SURSRUWLRQ WR WKH DPRXQW RXWVWDQGLQJ RYHU WKH SHULRG WR F

,Q FDOFXODWLQJ WKH HIIHFWLYH LQWHUHVW UDWH IRU ILQDQFLDO LQVWUXPHC
HYWLPDWHYV FDVK IORZV XVLQJ SURMHFWLRQV EDVHG RQ LWV H[SHULHQFH RI |
WHUPV RI WKH ILQDQFLDO LQVWUXPHQW EXW H[FOXGLQJ H[SHFWHG FUHGLW OF
LOQFOXGLQJ WKRVH IRU DQ\ H[SHFWHG HDUO\ UHGHPSWLRQ DQG DPRXQWYV SDLG F
DQ LOQWHJUDO SDUW RI WKH HIIHFWLYH LQWHUHVW UDWH WUDQVDFWLRQ FRVWYV I

$OFRVWY DVVRFLDWHG ZLWK PRUWIDHH QRFEXQMG LH) WK AHWHFWLYH LQWHUHVW
FRPPLVVLRQV SD\DHEXOHMRFRKQDHEWLRQ ZLWK OHQGLQJ DUUDQJIJHPHQWY ZKHUH
FRVWY UHODWHG WR WKH LVVXH RI D ILQDQFLDO LQVWUXPHQW DUH LQFOXGHG L«

$PRUWLVHG FRVW DQG JURVYV FDUU\LQJ DPRXQW
7KH DPRUWLVHG FRVW RI D ILQDQFLDO DVVHW RU ILQDQFLDO OLDELOLW\ LV WKH
PHDVXUHG DW LQLWLDO UHFRJQLWLRQ PLQXV WKH SULQFLSDO UHSD\PHQWYV SC
HITHFWLYH LQWHUHVW UDWH PHWKRG RI DQ\ GLIIHUHQFH EHWZHHQ WKH LQLWLD
DVVHWY DGMXVWHG IRU DQ\ ORVV DOORZDQFH

7KH JURVV FDUU\LQJ DPRXQW RI D ILQDQFLDO DVVHW LV WKH DPRUWLVHG FRVW E

&DOFXODWLRQ RI LQWHUHVW LQFRPH DQG LQWHUHVW H[SHQVH
,Q FDOFXODWLQJ LQWHUHVW LQFRPH DQG H[SHQVH WKH HIIHFWLYH LQWHUHVW U
ZKHQ WKH DVVHW LV QRW FUHGLW LPSDLUHG RU WR WKH DPRUWLVHG FRVW RI W

JRU ILQDQFLDO DVVHWYVY WKDW KDYH EHFRPH FUHGLW LPSDLUHG VXEVHTXHQW WHF
DSSO\LQJ WKH HIITHFWLYH LQWHUHVW UDWH WR WKH DPRUWLVHG FRVW RI WKH ILC
FDOFXODWLRQ RI LQWHUHVW LQFRPH UHYHUWYVY WR WKH JURVV EDVLV

KHQ D ILQDQFLDO DVVHW LV QR ORQJHU FUHGLW LPSDLUHG KDV EHHQ UHSDLG L
SUHVHQWY SUHYLRXVO\ XQUHFRJQLVHG LQWHUHVW LQFRPH DV D UHYHUVDO RI
ZULWWHQ RII

BUHVHQWDWLRQ

,QWHUHVW LQFRPH DQG H[SHQVH SUHVHQWHG LQ WKH FRQVROLGDWHG LQFRPH VYV

a ,QWHUHVW RQ ILQDQFLDO DVVHWYV DQG ILQDQFLDO OLDELOLWLHY PHDVXUHG D'
UDWH PHWKRG

a4 1HW LQWHUHVW LQFRPH DQG H[SHQVH RQ TXDOLI\LQJ KHGJH GHULYDWLYHV
UHFRJQLVHG LQ LQWHUHVW LQFRPH RU LQWHUHVW H[SHQVH

a ,QWHUHVW LQFRPH RQ ILQDQFH OHDVHV DQG KLUH SXUFKDVH FRQWUDFWV DQG

a ,QWHUHVW LQFRPH H[FOXGLQJ GLYLGHQGVY RQ HTXLW\ VKDUHYV

YHH DQG FRPPLVVLRQ LQFRPH
7KH PHDVXUHPHQW DQG WLPLQJ Rl UHFRJQLWLRQ RI IHH DQG FRPPLVVLRQ LQFRI
5HYHQXH IURP & RQWUDFWV ZLWK &XVWRPHUYV

JHH DQG FRPPLVVLRQ LQFRPH LV UHFRJQLVHG ZKHQ WKH SHUIRUPDQFH REOLJDWL

D OSRLQW LQ WLPHx RU ORYHU WLPHx LI WKH SHUIRUPDQFH REOLJDWLRQ LV St
EHHQ LQFOXGHG LQ WKH HIITHFWLYH LQWHUHVW UDWH FDOFXODWLRQ
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$,% 8. *URXS LQFOXGHV LQ WKH WUDQVDFWLRQ SULFH VRPH RU DOO RI DQ DPRX
HIWHQW WKDW LW LV KLIJIKO\ SUREDEOH WKDW D VLJQLILFDQW UHYHUVDO LQ WKF
ZKHQ WKH XQFHUWDLQW\ DVVRFLDWHG ZLWK WKH YDULDEOH FRQVLGHUDWLRQ LV

7KH PDMRULW\ RI $,% 8. *URXSxV IHH DQG FRPPLVVLRQ LQFRPH DULVHV IURP |
FRPPLVVLRQ LQFRPH IURP FXVWRPHU DFFRXQWYV IRUHLJQ H[FKDQJH DQG EUDQI
UHODWHG FRPPLWPHQW IHHV

/IRDQ V\QGLFDWLRQ IHHY DUH UHFRJQLVHG DV UHYHQXH ZKHQ WKH V\QGLFDWLR
UHWDLQHG QR SDUW RI WKH ORDQ SDFNDJH IRU LWVHOI RU UHWDLQHG D SDUW |
RWKHU SDUWLFLSDQWYV

3RUWIROLR DQG RWKHU PDQDJHPHQW DGYLVRU\ DQG VHUYLFH IHHV DUH UHFRJQ
6HUYLFH FKDUJH LQFRPH UHFHLYHG IURP D IHOORZ VXEVLGLDU\ DV SDUW RI WK
LQFRPH LQ DFFRUGDIUAHVEIQMWOVWIBRQ Rl )LQDQFLDO 6WDWHPHQWYV

&RPPLWPHQWRBHWKHU ZLWK UHODWHG GLUHFW FRVWV IRU ORDQ IDFLOLWLHYV
UHFRJQLVHG DV DQ DGMXVWPHQW WR WKH HIITHFWLYH LQWHUHVW UDWH RQ WKH C
ZKHUH GUDZGRZQ LV QRW SUREDEOH DUH UHFRJQLVHG RYHU WKH WHUP RI WKH
UHODWHG IHHVY DUH UHFRJQLVHG RYHU WLPH LQ OLQH ZLWK WKH SHUIRUPDQFH RI
WKDW WKH IDFLOLW\ ZLOO EH GUDZQ GRZQ DQG ZKLFK DUH LQFOXGHG LQ WKH HII

(PSOR\HH EHQHILWYV
SHWLUHPHQW EHQHILW REOLJDWLRQV
$,% 8. *URXS SURYLGHV HPSOR\HHV ZLWK SRVW UHWLUHPHQW EHQHILWY PDLQO\
DQG GHILQHG FRQWULEXWLRQ VFKHPHV ,Q DGGLWLRQ $,% 8. *URXS FRQWULI
JRYHUQPHQWDO DQG RWKHU VFKHPHV ZKLFK KDYH WKH FKDUDFWHULVWLFV RI G|
EHQHILW VFKHPH LV IXQGHG

)XOO DFWXDULDO YDOXDWLRQV RI GHILQHG EHQHILW VFKHPHVY DUH XQGHUWDNHQ
FRQGLWLRQV DW HDFK \HDU HQG UHSRUWLQJ GDWH

6FKHPH DVVHWY DUH PHDVXUHG DW IDLU YDOXH )RU WKH 3HQVLRQHU %X\ ,Q 3%
E\ WKH SUHVHQW YDOXH RI WKH UHODWHG REOLJDWLRQ (P% O\WRRH H ReGUQRY ARV Y KTHX D (
WLPLQJ DQG DPRXQW RI SD\PHQWYV XQGHU WKH SROLF\ HI[DFWO\ PDWFK VRPH RU I
WKH $VVXUHG 3D\PHQW 3ROLF\ $33 LOQVXUDQFH SROLF\ WKHUH LV QRW D VXII
EHQHILWY SD\DEOH XQGHU WKH VFKHPH VR IDLU YDOXH RI WKH $33 LV GHWHUPLQ
WKH LQVXUHU DQG GLVFRXQWLQJ WKHP DW D UDWH HTXLYDOHQW WR WKDW DW
FKDQJH LQ WKH H[SHFWHG FDVK IORZV DV D UHVXOW RI D FKDQJH LQ IXWXUH H
IHQFHG ZLWKLQ D SHQVLRQ IXQGLQJ SDUWQHUVKLS DV SDUW RI DQ DVVHW EDFN
GHILQHG EHQHILW VFKHPH LQ '"HFHPEHU IRUP SDUW RI WKH UHSRUWHG VFKHE
YDOXH EDVHG RQ D GHWHUPLQLVWLF PRGHO YDOXDWLRQ SURYLGHG E\ LQYHVWPH

6FKHPH OLDELOLWLHY DUH PHDVXUHG RQ DQ DFWXDULDO EDVLV E\ HVWLPDWLQJ
HDUQHG IRU WKHLU VHUYLFH LQ FXUUHQW DQG SULRU SHULRGY DQG GLVFRXQW
FRUSRUDWH ERQG RI HTXLYDOHQW WHUP DQG FXUUHQF\ WR WKH OLDELOLW\ 7KF
WKH SURMHFWHG XQLW FUHGLW PHWKRG 7KH GLIIHUHQFH EHWZHHQ WKH IDLU YD
GHILQHG EHQHILW REOLJDWLRQ DW WKH \HDU HQG UHSRUWLQJ GDWH LV UHFRJQL
LV LQ VXUSOXV LW LV VKRZQ DV DQ DVVHW DQG LI WKHVRKBPHW V. ® GO\l WUAHAMR 1LY
DQ DVVHW WR WKH H[WHQW WKDW LW LV UHFRYHUDEOH WKURXJK D UHIXQG IURF
IXWXUH $FWXDULDO JDLQV DQG ORVVHV DUH UHFRJQLVHG LPPHGLDWHO\ LQ RWK'

7KH FRVW Rl SURYLGLQJ WKH GHILQHG EHQHILW SHQVLRQ VFKHPH WR HPSOR\HH
EHQHILW OLDELOLW\ DVVHW FDOFXODWHG E\ DSSO\LQJ WKH GLVFRXQW UDWH W
DQQXDO UHSRUWLQJ SHULRG WDNLQJ LQWR DFFRXQW FRQWULEXWLRQV DQG EF
LQFRPH VWDWHPHQW ZLWKLQ SHUVRQQHO H[SHQVHYV

5HPHDVXUHPHQWVY RI WKH QHW GHILQHG EHQHILW OLDELOLW\ DVVHW FRPSUL\
VFKHPH DVVHWY H[FOXGLQJ DPRXQWV LQFOXGHG LQ QHW LQWHUHVW RQ WKH Q
RWKHU FRPSUHKHQVLYH LQFRPH $PRXQWV UHFRJQLVHG LQ RWKHU FRPSUHKHQVL
QHW GHILQHG EHQHILW OLDELOLW\ DVVHW ZLOO QRW EH UHFODVVLILHG WR SURI
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$,% 8. *URXS UHFRJQLVHV WKH HIIHFNHRIL@HG DEHFHIHI PWQW RHRPH ZKHQ WKH SODQ I
ZKLFK LV ZKHQ $,% 8. *URXS LQWURGXFHV RU ZLWKGUDZV WKH GHILQHG EHQHILW
WKH H[LVWLQJ GHILQHG EHQHILW VFKHPH $ FXUWDLOPHQW LV UHFRJQLVHG ZKHQ
FRYHUHG E\ WKH GHILQHG EHQHILW VFKHPH RFFXUV *DLQV RU ORVVHV RQ SODQ
WKH LOQFRPH VWDWHPHQW DV D SDVW VHUYLFH FRVW

&KDQJHV ZLWK UHJDUG WR EHQHILWY SD\DEOH WR UHWLUHHV ZKLFKRYHSUREW QW
&RQWLQIJHQW /LDELOLWLHY DQB RRERX@WHQWRIVDNWV QHIDWLYH SDVW VHUYLFH
WKH LQFRPH VWDWHPHQW

7KH FRVWV RI PDQDJLQJ WKH GHILQHG EHQHILW VFKHPH DVVHWY DUH GHGXFWHC
UXQQLQJ WKH GHILQHG EHQHILW VFKHPHYVY DUH UHFRJQLVHG LQ SURILW RU ORVYV ¢

7KH FRVW Rl $,% 8. *URXSxV GHILQHG FRQWULEXWLRQ VFKHPHY LV FKDUJHG WR V
ZKLFK LW LV LQFXUUHG $Q\ FRQWULEXWLRQV XQSDLG DW WKH \HDU HQG UHSRUW
QR IXUWKHU REOLJDWLRQ XQGHU WKHVH VFKHPHYVY RQFH WKHVH FRQWULEXWLRQV

6KRUW WHUP HPSOR\HH EHQHILWYV

6KRUW WHUP HPSOR\HH EHQHILWY VXFK DV VDODULHY DQG RWKHU EHQHILWY DU
GXULQJ ZKLFK HPSOR\HHV KDY¥D SUREQB HH R XOHRUBMMULKQG A WR WKH H[WHQW WKD
KDV D OHJDO RU FRQVWUXFWLYH REOLIJDWLRQ WR LWV HPSOR\HHV WKDW FDQ EH

,QFRPH WD[ LQFOXGLQJ GHIHUUHG LQFRPH WD]
,QFRPH WD[ FRPSULVHV FXUUHQW DQG GHIHUUHG WD[ ,QFRPH WD[ LV UHFRJQLVF
UHODWHV WR LWHPV UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH LQ ZKLF
LQFRPH ,QFRPH WD[ UHODWLQJ WR LWHPV LQ HTXLW\ LV UHFRJQLVHG GLUHFWO\

&XUUHQW WD[ LV WKH H[SHFWHG WD[ SD\DEOH RQ WKH WD[DEOH LQFRPH IRU W
HOQODFWHG DW WKH UHSRUWLQJ GDWH DQG DQ\ DGMXVWPHQW WR WD[ SD\DEOH LQ

'"HIHUUHG LQFRPH WD[ LV SURYLGHG XVLQJ WKH EDODQFH VKHHW OLDELOLW\ P
EDVHV RI DVVHWY DQG OLDELOLWLHVY DQG WKHLU FDUU\LQJ DPRXQWYV IRU ILQI
GHWHUPLQHG XVLQJ WD[ UDWHV EDVHG RQ OHJLVODWLRQ HQDFWHG RU VXEVWDC
DSSO\ ZKHQ WKH GHIHUUHG WD[ DVVHW LV UHDOLVHG RU WKH GHIHUUHG WDJ[ C
UHFRJQLVHG ZKHQ LW LV SUREDEOH WKDW IXWXUH WD[DEOH SURILWYV ZLOO EH D
XWLOLVHG 7KH GHIHUUHG WD[ DVVHW LV UHYLHZHG DW WKH HQG RI HDFK UHSR!
HIWHQW WKDW LW LV SUREDEOH WKDW VXIILFLHQW WD[DEOH SURILWY ZLOO EH DY

7KH WD[ HIITHFWV RI LQFRPH WD[ ORVVHY DYDLODEOH IRU FDUU\ IRUZDUG DUH UHF
WKDW IXWXUH WD[DEOH SURILWY ZLOO EH DYDLODEOH DJDLQVW ZKLFK WKHVH OR

'"HIHUUHG DQG FXUUHQW WD[ DVVHWY DQG OLDELOLWLHY DUH RQO\ RIIVHW ZKHQ
WKHUH LV ERWK WKH OHJDO ULJKW DQG WKH LQWHQWLRQ WR VHWWOH WKH FXUU
DVVHW DQG VHWWOH WKH OLDELOLW\ VLPXOWDQHRXVO\

7KH SULQFLSDO WHPSRUDU\ GLIIHUHQFHVY DULVH IURP GHSUHFLDWLRQ RI SURSI
ILOQODQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHYV LQFOXGLQJ GHULYDWLYH FRQ
EHQHILWY DQG LQ UHODWLRQ WR DFTXLVLWLRQV RQ WKH GLIIHUHQFH EHWZHHQ
EDVH

'"HIHUUHG LQFRPH WD[ LV SURYLGHG RQ WHPSRUDU\ GLIIHUHQFHYV DULVLQJ IURP L
ZKHUH WKH WLPLQJ RI WKH UHYHUVDO RI WKH WHPSRUDU\ GLIIHUHQFH LV FRQW
GLIITHUHQFH ZLOO QRW UHYHUVH LQ WKH IRUHVHHDEOH IXWXUH ,Q DGGLWLRQ \
OLDELWIKWLHYLWLDO UHFRIJQLWLRQ RI ZKLFK LQ D WUDQVDFWLRQ WKDW LV QRW I
WD[DEOH SURILW ,QFRPH WD[ SD\DEOH RQ SURILWY EDVHG RQ WKH DSSOLFDEOF
LQ ZKLFK WKH SURILWYV DULVH

$,% 8. *URXS KDV DGRSWHG WKH DPHQGPHQWYV WR ,$%$6 E\ WKH ,$6% ,QWHUQDWI
LVVXHG LQ 0D\ 7KH DPHQGPHQWY SURYLGH D PDQGDWRU\ WHPSRUDU\ H[FHSV
GLVFORVH GHIHUUHG WD[HV DULVLQJ IURP HQDFWHG RU VXEVWDQWLYHO\ HQDFW|
$FFRUGLQJO\ $,% 8. *URXS KDV QRW UHFRJQLVHG DQ\ FKDQJHV WR LWV GHIHUUH(
6HH QRWH
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JLODQFLDO DVVHWV
5HFRJQLWLRQ DQG LQLWLDO PHDVXUHPHQW
$,% 8. *URXS LQLWLDOO\ UHFRJQLVHV ILQDQFLDO DVVHWYV H[FOXGLQJ ORDQ DVV]
8. *URXS FRPPLWV WR SXUFKDVH WKH DVVHWV /RDQ DVVHWYV DUH UHFRJQLVHG
VLWXDWLRQ ZKHUH $,% 8. *URXS FRPPLWV WR SXUFKDVH ILQDQFLDO DVVHWYV XQC
ZD\ WUDQVDFWLRQ WKH DVVHWV WR EH DFTXLUHG DUH QRW UHFRJQLVHG XQWL!
FRQWUDFW WR DFTXLUH WKH ILQDQFLDO DVVHW LV D GHULYDWLYH WKDW LV PHD)
WKH VHWWOHPHQW GDWH

JLOQODQFLDO DVVHWYVY PHDVXUHG DW DPRUWLVHG FRVW RU DW IDLU YDOXH WKU
UHFRJQLVHG LQLWLDOO\ DW IDLU YDOXH DGMXVWHG IRU GLUHFW DQG LQFUHPHQ
YDOXH WKURXJK SURILW RU ORVV )973/ DUH UHFRJQLVHG LQLWLDOO\ DW IDLU
LQFRPH VWDWHPHQW

'"HULYDWLYHVY DUH PHDVXUHG LQLWLDOO\ DW IDLU YDOXH RQ WKH GDWH RQ ZKL
HYLGHQFH RI WKH IDLU YDOXH RI D GHULYDWLYH DW LQLWLDO UHFRJQLWLRQ LV W
JLYHQ RU UHFHLYHG XQOHVV WKH IDLU YDOXH RI WKDW LQVWUXPHQW LV HYLG
PDUNHW WUDQVDFWLRQV LQ WKH VDPH LQVWUXPHQW L H ZLWKRXW PRGLILFDWL
ZKRVH YDULDEOHY LQFOXGH RQO\ GDWD IURP REVHUYDEOH PDUNHWYV 3URILWV R
GHULYDWLYHV ZKHQ WKHUH DUH REVHUYDEOH FXUUHQW PDUNHW WUDQVDFWLRQ\
PDUNHW LQSXWYV

&ODVVLILFDWLRQ DQG VXEVHTXHQW PHDVXUHPHQW

2Q LQLWLDO UHFRIJQLWLRQ D ILQDQFLDO DVVHW LV FODVVLILHG DQG VXEVHTXHQ
7KH FODVVLILFDWLRQ DQG VXEVHTXHQW PHDVXUHPHQW RI ILQDQFLDO DVVHWYV GH
a$ % 8. *'URXS V EXVLQHVY PRGHO IRU PDQDJLQJ WKH DVVHW DQG

a 7KH FDVK IORZ FKDUDFWHULVWLFV Rl WKH DVVHW IRU DVVHWY LQ D OKROG WR

%DVHG RQ WKHVH IDFWRUV $,% 8. *URXS FODVVLILHV LWV ILQDQFLDO DVVHWYV LQ

O$PRUWLVHG FRVW

$VVHWV WKDW KDYH QRW EHHQ GHVLJQDWHG DV DW )973/ DQG DUH KHOG ZLW
REMHFWLYH LV WR KROG DVVHWV WR FROOHFW FRQWUDFWXDO FDVK IORZV DQG
FDVK IORZV WKDW DUH VROHO\ SD\PHQWV RI SULQFLSDO DQG LQWHUHVW 633,
XVLQJ WKH HIITHFWLYH LOQWHUHVW UDWH PHWKRG DQG LV DGMXVWHG RQ HDFK PHI
IRU HDFK DVVHW ZLWK PRYHPHQWY UHFRJQLVHG LQ SURILW RU ORVYV

ODLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH

$VVHWV WKDW KDYH QRW EHHQ GHVLJQDWHG DV DW )973/ DQG DUH KHOG ZLWKLC
REMHFWLYH LV DFKLHYHG E\ ERWK FROOHFWLQJ FRQWUDFWXDO FDVK IORZV DQG
JLYH ULVH RQ VSHFLILHG GDWHV WR FDVK IORZV WKDW DUH 633, ORYHPHQWYV L
WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH 02&, H[FHSW IRU WKH UHFRJQLWLF
UHYHQXH RU IRUHLJQ H[FKDQJH JDLQV DQG ORVVHV ZKLFK DUH UHFRJQLVHG
GHUHFRJQLVHG WKH FXPXODWLYH JDLQ RU ORVV SUHYLRXVO\ UHFRJQLVHG LQ 2
WKDQ LQ WKH FDVH RI HTXLW\ LQVWUXPHQWY GHVLIJQDWHG DW )92&,

O)DLU YDOXH WKURXJK SURILW RU ORVYV
JLOQDQFLDO DVVHWYV WKDW GR QRW PHHW WKH FULWHULD IRU DPRUWLVHG FRVW
VXFK DVVHWY DUH UHFRJQLVHG LQ SURILW RU ORVV RQ DQ RQJRLQJ EDVLV

,Q DGGLWLRQ $,% 8. *URXS PD\ LUUHYRFDEO\ GHVLJQDWH D ILQDQFLDO DVVF
UHTXLUHPHQWY WR EH PHDVXUHG DW DPRUWLVHG FRVW RU DW )92&, LI GRLQJ VR
PLVPDWFK WKDW ZRXOG RWKHUZLVH DULVH

%XVLQHVYVY PRGHO DVVHVVPHQW

$,% 8. *URXS PDNHVY DQ DVVHVVPHQW RI WKH REMHFWLYH RI WKH EXVLQHVV PR
SRUWIROLRV RI DVVHWY DUH PDQDJHG WHRD W KKIUH WHK IDQ SPRJOOLIAKFO-DQW RE M B PV IQ W
DVVHWYV

7KH DVVHVVPHQW FRQVLGHUV WKH IROORZLQJ

a 7KH VWUDWHJI\ IRU WKH SRUWIROLR DV FRPPXQLFDWHG E\ PDQDJHPHQW

a+RZ WKH SHUIRUPDQFH RI WKH SRUWIROLR LV HYDOXDWHG DQG UHSRUWHG WR \
a 7KH ULVNV WKDW LPSDFW WKH SHUIRUPDQFH RI WKH EXVLQHVV PRGHO DQG KRZ
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a +Rz PDQDJHUV RI WKH EXVLQHVYVY DUH FRPSHQVDWHG L H EDVHG RQ IDLU YDO
FDVK IORZVY FROOHFWHG DQG

a 7KH ITUHTXHQF\ YDOXH DQG WLPLQJ RI VDOHV LQ SULRU SHULRGV UHDVRQV IF
DFWLYLW\

JLODQFLDO DVVHWYVY WKDW DUH KHOG IRU WUDGLQJ RU PDQDJHG ZLWKLQ D EXVLQ
PHDVXUHG DW )973/ EHFDXVH WKH EXVLQHVV REMHFWLYH LV QHLWKHU KROG WR
DQG VHOO FRQWUDFWXDO FDVK IORZV

&KDUDFWHULVWLFV RI WKH FRQWUDFWXDO FDVK IORZV

$Q DVVHVVPHQW 0633, WHVWx LV SHUIRUPHG RQ DOO ILQDQFLDO DVVHWYV DW |
OKROG WR FROOHFW DQG VHOOx EXVLQHVV PRGHO WR GHWHUPLQH ZKHWKHU WK]|
VSHFLILHG GDWHV WR FDVK IORZV WKDW DUH VROHO\ SD\PHQWYV RI SULQFLSDO
SXUSRVHV Rl WKLV DVVHVVPHQW OSULQFLSDOx LV GHILQHG DV WKH IDLU YDOXH
GHILQHG DV FRQVLGHUDWLRQ IRU WKH WLPH YDOXH RI PRQH\ IRU WKH FUHGLW U
IRU RWKHU EDVLF OHQGLQJ ULVNV DQG FRVWYV L H OLTXLGLW\ DGPLQLVWUDWLY

7KH 633, WHVW UHTXLUHY DQ DVVHVVPHQW RI WKH FRQWUDFWXDO WHUPV DQG
FRQWDLQV DQ\ WHUPV WKDW FRXOG PRGLI\ WKH WLPLQJ RU DPRXQW RI FRQWUDF
FRXOG QRW EH GHVFULEHG DV VROHO\ SD\PHQWYV RI SULQFLSDO DQG LQWHUHVW

a )HDWXUHV WKDW PRGLI\ WKH WLPH YDOXH RI PRQH\ HOHPHQW RI LQWHUHVW H
ZLWK WKH IUHTXHQF\ ZLWKLQ ZKLFK LW UHVHWYV

7THUPV SURYLGLQJ IRU SUHSD\PHQW DQG H[WHQVLRQ

/HYHUDJH IHDWXUHYV

&RQWLQIJHQW HYHQWYV WKDW FRXOG FKDQJH WKH DPRXQW DQG WLPLQJ RI FDVK
7THUPV WKDW OLPLW $,% 8. *URXS V FODLP WR FDVK IORZV IURP VSHFLILHG DVVH
&RQWUDFWXDOO\ OLQNHG LQVWUXPHQWYV

QD Q-

&RQWUDFWXDO WHUPV WKDW LQWURGXFH H[SRVXUH WR ULVNV RU YRODWLOLW\ L
OHQGLQJ DUUDQJHPHQW GR QRW JLYH ULVH WR FRQWUDFWXDO FDVK IORZV WKD
SULQFLSDO DPRXQW RXWVWDQGLQJ

L QYHVWPHQWY LQ HTXLW\ LQVWUXPHQWYV
(TXLW\ LQVWUXPHQWY DUH FODVVLILHG DQG PHDVXUHG DW )973/ ZLWK JDLQV DQG

JLQODQFLDO OLDELOLWLHY DQG HTXLW\
$,% 8. *URXS UHFRJQLVHV D ILQDQFLDO OLDELOLW\ ZKHQ LW EHFRPHV SDUW\ WR \

$,% 8. *URXS FDWHJRULVHV ILQDQFLDO OLDELOLWLHY DV DW DPRUWLVHG FRVW R

,VVXHG ILQDQFLDO LQVWUXPHQWY RU WKHLU FRPSRQHQWY DUH FODVVLILHG DV
DUUDQJHPHQW UHVXOWYV LQ $,% 8. *URXS KDYLQJ D SUHVHQW REOLJDWLRQ WR H
KROGHU WR H[FKDQJH ILQDQFLDO LQVWUXPHQWY RQ WHUPV WKDW DUH SRWHQW
WKDQ E\ WKH H[FKDQJH RI D IL[HG DPRXQW RI FDVK RU DQRWKHU ILQDQFLDO DVV!

JLODQFLDO OLDELOLWLHY DUH LQLWLDOO\ UHFRJQLVHG DW IDLU YDOXH EHLQJ W
QHW RI WUDQVDFWLRQ FRVWYV LQFXUUHG )LQDQFLDO OLDELOLWLHY DUH VXEVHT
EHWZHHQ WKH SURFHHGY QHW RI WUDQVDFWLRQ FRVWY DQG WKH UHGHPSWLRQ
HITHFWLYH LOWHUHVW UDWH PHWKRG

:KHUH ILOQDQFLDO OLDELOLWLHY DUH FODVVLILHG DV WUDGLQJ WKH\ DUH DOVR LC
FRVWY WDNHQ GLUHFWO\ WR WKH LQFRPH VWDWHPHQW *DLQV DQG ORVVHV DL
UHFRJQLVHG GLUHFWO\ LQ WKH LQFRPH VWDWHPHQW ZLWKLQ QHW WUDGLQJ LQFF

,VVXHG ILQDQFLDO LQVWUXPHQWY DUH FODVVLILHG DV HTXLW\ ZKHQ $,% 8. *URXS
RWKHU ILQDQFLDO DVVHWY RU WR LVVXH D YDULDEOH QXPEHU RI LWV RZQ HTXLW
WKH LVVXH RI HTXLW\ LQVWUXPHQWY DUH VKRZQ DV D GHGXFWLRQ IURP WKH SUR

/IHDVHV
$,% 8. *'URXS DSSOLHV D VLQJOH UHFRJQLWLRQ DQG PHDVXUHPHQW DSSURDFK IR
PRQWKYVY RU OHVV RU OHDVHV RI ORZ YDOXH DVVHWY L H WKH YDOXH RI WKH XQ
8. *"URXS UHFRJQLVHYVY OHDVH OLDELOLWLHV WKDW UHSUHVHQW WKH SUHVHQW YD
DQG ULJKW RI XVH DVVHWY UHSUHVHQWLQJ WKH ULJKW WR XVH WKH XQGHUO\LQJ
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5LIJKW RI XVH DVVHWYV

$,% 8. *URXS UHFRJQLVHV ULJKW RI XVH DVVHWYVY DW WKH FRPPHQFHPHQW GDWH |
LV DYDLODEOH IRU XVH 5LJKW Rl XVH DVVHWV DUH PHDVXUHG DW FRVW OHV)\
ORVVHV DQG DGMXVWHG IRU DQ\ UHPHDVXUHPHQW RI OHDVH OLDELOLWLHV 7KF
OHDVH OLDELOLWLHYV UHFRJQLVHG LQLWLDO GLUHFW FRVWV LQFXUUHG DQG OH
OHVV DQ\ OHDVH LQFHQWLYHYVY UHFHLYHG 5LJKW RI XVH DVVHWY DUH GHSUHFLDW

/HDVH OLDELOLWLHYV

$W WKH FRPPHQFHPHQW GDWH RI WKH OHDVH $,% 8. *URXS UHFRJQLVHV OHDVH
OHDVH SD\PHQWV WR EH PDGH RYHU WKH OHDVH WHUP 7KH OHDVH SD\PHQWYV LQ
UHFHLYDEOH YDULDEOH OHDVH SD\PHQWYV WKDW GHSHQG RQ DQ LQGH[ RU D UD\
YDOXH JXDUDQWHHYVY 7KH OHDVH SD\PHQWY DOVR LQFOXGH WKH H[HUFLVH SULF
H[HUFLVHG E\ $,% 8. *URXS DQG SD\PHQWYV RI SHQDOWLHV IRU WHUPLQDWLQJ WK
RSWLRQ WR WHUPLQDWH 9DULDEOH OHDVH SD\PHQWV WKDW GR QRW GHSHQG RQ
SHULRG LQ ZKLFK WKH HYHQW RU FRQGLWLRQ WKDW WULJIJHUV WKH SD\PHQW RFF

'"HWHUPLQDWLRQ RI IDLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV
7KH IDLU YDOXH RI D ILQDQFLDO LQVWUXPHQWRLY HMK HD BVH WHRW KD & RAKRO GV B Bl QU
DQ RUGHUO\ WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUH
DGYDQWDJHRXV PDUNHW WR ZKLFK $,% 8. *URXS KDV DFFHVV DW WKDW GDWH
SHUIRUPDQFH ULVN ZKHQ YDOXLQJ LWV ILQDQFLDO OLDELOLWLHYV

JLODQFLDO LQVWUXPHQWY DUH LQLWLDOO\ UHFRJQLVHG DW IDLU YDOXH DQG ZL
SURILW RU ORVV WKH LQLWLDO FDUU\LQJ DPRXQW LV DGMXVWHG IRU GLUHFW D
EXVLQHVV WKH IDLU YDOXH RQ LQLWLDO UHFRIJQLWLRQ LV WKH WUDQVDFWLRQ S
8. *URXS GHWHUPLQHV WKDW WKH IDLU YDOXH DW LQLWLDO UHFRJQLWLRQ GLII
GHWHUPLQHG E\ D TXRWHG SULFH LQ DQ DFWLYH PDUNHW IRU WKH VDPH ILQDQF
XVHV RQO\ REVHUYDEOH PDUNHW LQSXWV WKH GLIIHUHQFH EHWZHHQ WKH IDLU Y
UHFRJQLVHG DV D JDLQ RU ORVV ,I WKH IDLU YDOXH LV FDOFXODWHG E\ D YDOXI
WKDW DUH QRW REVHUYDEOH WKH GLIITHUHQFH EHWZHHQ WKH IDLU YDOXH DW LQ

6 XEVHTXHQWO\ WKH GLIIHUHQFH LV UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW R
LOQOVWUXPHQW EXW QR ODWHU WKDQ ZKHQ WKH YDOXDWLRQ LV VXSSRUWHG E\ ZKk
FORVHG RXW

6XEVHTXHQW WR LQLWLDO UHFRIJQLWLRQ WKH PHWKRGV XVHG WR GHWHUPLQH
SULFHV LQ DFWLYH PDUNHWV ZKHUH WKRVH SULFHV DUH FRQVLGHUHG WR UF
WUDQVDFWLRQV :KHUH TXRWHG SULFHV DUH QRW DYDLODEOH RU DUH XQUHOL
GHWHUPLQHG XVLQJ YDOXDWLRQ WHFKQLTXHYV

4XRWHG SULFHYVY LQ DFWLYH PDUNHWYV
4XRWHG PDUNHW SULFHV DUH XVHG ZKHUH WKRVH SULFHV DUH FRQVLGHUHG WR
WUDQVDFWLRQV IRU ILQDQFLDO LQVWUXPHQWY LQ DFWLYH PDUNHWYV

9DOXDWLRQV IRU QHIJRWLDEOH LQVWUXPHQWY VXFK DV GHEW DQG HTXLW\ VHF
SRVLWLRQV DQG DVN SULFHV IRU OLDELOLW\ SRVLWLRQV

:KHUH VHFXULWLHY DUH WUDGHG RQ DQ H[FKDQJH WKH IDLU YDOXH LV EDVHG R
VHFXULWLHY ODUJHO\ RSHUDWHV RQ DQ ORYHU WKH FRXQWHUxXx EDVLV ZKLFK PHI
SULFH IRU WKHVH VHFEXULW\ LQVWUXPHQWY 7KHUHIRUH PDUNHW PDNHUV DQG R
DVN OHYHOV ZKLFK UHIOHFW DQ LQGLFDWLYH SULFH WKDW WKH\ DUH SUHSDUHG
YDOXDWLRQ SROLF\ UHTXLUHVY WKDW WKH SULFHV XVHG LQ GHWHUPLQLQJ WKH IL
VRXUFHG I[URP HVWDEOLVKHG PDUNHW PDNHUV DQG RU LQYHVWPHQW EDQNYV

I9DOXDWLRQ WHFKQLTXHV

,Q WKH DEVHQFH RI TXRWHG PDUNHW SULFHV DQG LQ WKH FDVH RI RYHU WKH F
YDOXDWLRQ WHFKQLTXHY 7KHVH YDOXDWLRQ WHFKQLTXHYV PD[LPLVH WKH XVH RI
XQREVHUYDEOH LQSXWV 7KH YDOXDWLRQ WHFKQLTXHV XVHG LQFRUSRUDWH WHEK
DFFRXQW LQ SULFLQJ D WUDQVDFWLRQ 9DOXDWLRQ WHFKQLTXHV LQFOXGH WKHF
SDUWLFLSDQWY UHIHUHQFH WR RWKHU VLPLODU LQVWUXPHQWY RSWLRQ SULFLQ
YDOXDWLRQ WHFKQLTXHV FRPPRQO\ XVHG E\ PDUNHW SDUWLFLSDQWYV
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)DLU YDOXH PD\ EH HVWLPDWHG XVLQJ TXRWHG PDUNHW SULFHV IRU VLPLODU L
TXRWHG LQVWUXPHQW DQG WKH LQVWUXPHQW EHLQJ YDOXHG :KHUH WKH IDLU
DQDO\WLV WKH PHWKRGRORJ\ LV WR XVH WR WKH H[WHQW SRVVLEOH PDUNHW G
LOQOVWUXPHQW SULFHV VXFK DV LQWHUHVW UDWH \LHOG FXUYHV HTXLWLHV DQG
DQG FXUUHQF\ UDWHV ,Q DGGLWLRQ $,% 8. *URXS FRQVLGHUV WKH LPSDFW RI R
LWV GHULYDWLYH OLDELOLWLHV

7KH YDOXTHWKRRGRORJ\ LV WR FDOFXODWH WKH H[SHFWHG FDVK IORZV XQGHU W

GLVFRXQW WKHVH YDOXHV EDFN WR D SUHVHQW YDOXH 7KH DVVXPSWLRQV LQYRC

a 7KH OLNHOLKRRG DQG H[SHFWHG WLPLQJ RI IXWXUH FDVK IORZV RI WKH LQVWU
WKH WHUPV RI WKH LQVWUXPHQW DOWKRXJK PDQDJHPHQW MXGJHPHQW PD\ EH
VHUYLFH WKH LQVWUXPHQW LQ DFFRUGDQFH ZLWK WKH FRQWUDFWXDO WHUPV
VHQVLWLYH WR WKH RFFXUUHQFH RI IXWXUH HYHQWY LQFOXGLQJ FKDQJHV LQ F

a 6HOHFWLQJ DQ DSSURSULDWH GLVFRXQW UDWH IRU WKH LQVWUXPHQW EDVH
GHWHUPLQDWLRQ RI DQ DSSURSULDWH VSUHDG IRU WKH LQVWUXPHQW RYHU W
DFFRXQW WKH VSHFLILF FUHGLW ULVN SURILOH RI WKH H[SRVXUH

$00 DGMXVWPHQWYV LQ WKH FDOFXODWLRQ Rl WKH SUHVHQW YDOXH RI IXWXUH FI
WDNH LQWR DFFRXQW LQ SULFLQJ WKH ILQDQFLDO LQVWUXPHQW

&HUWDLQ ILQDQFLDO LQVWUXPHQWY ERWK DVVHWYV DQG OLDELOLWLHV PD\ EH Y
RQH RU PRUH VLIJQLILFDQW PDUNHW LQSXWV WKDW DUH QRW REVHUYDEOH :KHQ
GDWD HVWLPDWHYVY DUH PDGH WR UHIOHFW XQFHUWDLQWLHYV LQ IDLU YDOXHV U
UHVXOW RI LOOLTXLGLW\ LQ WKH PDUNHW )RU WKHVH LQVWUXPHQWY WKH IDLU Y

,QSXWV LQWR YDOXDWLRQV EDVHG RQ QRQ REVHUYDEOH GDWD DUH LQKHUHQWO\
GDWD DYDLODEOH IURP ZKLFK WR GHWHUPLQH WKH SULFH DW ZKLFK DQ RUGHUO\
XQGHU FXUUHQW PDUNHW FRQGLWLRQV +RZHYHU LQ PRVW FDVHV WKHUH LV \
GHWHUPLQDWLRQ RI IDLU YDOXH IRU H[DPSOH KLVWRULFDO GDWD DQG WKH IDL
VRPH PDUNHW REVHUYDEOH LQSXWV HYHQ ZKHUH WKH QRQ REVHUYDEOH LQSXW!
YDOXDWLRQ WHFKQLTXHV UHIOHFW WKH DVVXPSWLRQV PDUNHW SDUWLFLSDQWYV 7~

$,% 8. *URXS WHVWV WKH RXWSXWV RI WKH YDOXDWLRQ PRGHO WR HQVXUH WKDW
RI IDLU YDOXH IRU DQ\ ILQDQFLDO LQVWUXPHQW PD\ UHTXLUH DGMXVWPHQW RI V
UHIOHFW WKH FRVW RI FUHGLW ULVN DQG WKH OLTXLGLW\ RI WKH PDUNHW LI PD
HPEHGGHG LQ XQGHUO\LQJ YDOXDWLRQ WHFKQLTXHYVY RU SULFHV XVHG

7KH FKRLFH RI FRQWULEXWRUV WKH TXDOLW\ RI PDUNHW GDWD XVHG IRU SULFLQC
LOQWHUQDO UHYLHZ DQG DSSURYDO SURFHGXUHYV

7UDQVIHUV EHWZHHQ OHYHOV RI WKH IDLU YDOXH KLHUDUFK\
$,% 8. *URXS UHFRJQLVHV WUDQVIHUV EHWZHHQ OHYHOV RI WKH IDLU YDOXH KLI
ZKLFK WKH FKDQJH RFFXUUHG

6DOH DQG UHSXUFKDVH DJUHHPHQWY LQFOXGLQJ VHFXULWLHY ERUURZLQJ
JLOQODQFLDO DVVHWY PD\ EH OHQW RU VROG VXEMHFW WR D FRPPLWPHQW WR UHS
RQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ ZKHQ VXEVWDQWLDOO\ DOO WKH
*URXS 7KH OLDELOLW\ WR WKH FRXQWHUSDUW\ LV LQFOXGH GKWHIIS [FUHBWH 6 Q RARW
LV ZKHUH WKHVH DUH VROG WR WKLUG SDUWLHV DW ZKLFK SRLQW WKH REOLJDW
OLDELOLW\ DW IDLU YDOXH DQG DQ\ VXEVHTXHQW JDLQ RU ORVV LQFOXGHG LQ W
VXEMHFW WR D FRPPLWPHQW WR UHVHOO OUHYHUVH UHSRVx RU ZKHUH $,% 8.
ULVNV DQG UHZDUGVY RI RZQHUVKLS WKH WUDQVDFWLRQV DUH WUHDWHG DV FR
LQFOXGHG RQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ 7KH GLIIHUHQFH EHWZ
OLIH RI WKH DJUHHPHQWYV XVLQJ WKH HIIHFWLYH LQWHUHVW UDWH PHWKRG 6HF
ILQDQFLDO VWDWHPHQWYV

'"HULYDWLYHY DQG KHGJH DFFRXQWLQJ
'"HULYDWLYHV VXFK DV LQWHUHVW UDWH VZDSV IXX$XWLHRY VF R QG HRB\Z D DGS VDDAHS R
HTXLW\ LQGH[ RSWLRQV DUH XVHG IRU WUDGLQJ SXUSRVHV ZKHUHDV LQWHUHVW
UDWH VZDSVY DQG FUHGLW GHULYDWLYHY DUH XVHG IRU KHGJLQJ SXUSRVHYV

$,% 8. *URXS PDLQWDLQV WUDGLQJ SRVLWLRQV LQ D YDULHW\ RI ILQDQFLDO LQV

DULVH DV D UHVXOW RI DFWLYLW\ JHQHUDWHG E\ FXVWRPHUV DQG LQFOXGH RII
PLQLPDO PDUNHW ULVN LQ WKH WUDGLQJ ERRN
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1RQ WUDGLQJ GHULYDWLYH WUDQVDFWLRQV FRPSULVH WUDQVDFWLRQV KHOG IF
PDQDJHPHQW VWUDWHJI\ DIJDLQVW DVVHWYVY OLDELOLWLHV SRVLWLRQV DQG FDVK

'"HULYDWLYHV

'"HULYDWLYHVY DUH PHDVXUHG LQLWLDOO\ DW IDLU YDOXH RQ WKH GDWH RQ Z
VXEVHTXHQWO\ UHPHDVXUHG DW IDLU YDOXH )DLU YDOXHV DUH REWDLQHG IURP
UHFHQW PDUNHW WUDQVDFWLRQV DQG IURP YDOXDWLRQ WHFKQLTXHV XVLQJ GL'
DV DSSURSULDWH

'"HULYDWLYHY DUH LQFOXGHG LQ DVVHWYVY ZKHQ WKHLU IDLU YDOXH LV SRVLWLYH
WKHUH LV WKH OHJDO DELOLW\ DQG LQWHQWLRQ WR VHWWOH DQ DVVHW DQG OLD

7KH EHVW HYLGHQFH RI WKH IDLU YDOXH RI D GHULYDWLYH DW LQLWLDO UHFRJ(
FRQVLGHUDWLRQ JLYHQ RU UHFHLYHG XQOHVV WKH IDLU YDOXH RI WKDW LQVWU]
FXUUHQW PDUNHW WUDQVDFWLRQV LQ WKH VDPH LQVWUXPHQW L H ZLWKRXW F
WHFKQLTXH ZKRVH YDULDEOHY LQFOXGH RQO\ GDWD IURP REVHUYDEOH PDUNHWYV
BURILWYV RU ORVVHV DUH RQO\ UHFRJQLVHG RQ LQLWLDO UHFRJQLWLRQ RI GHL
WUDQVDFWLRQV RU YDOXDWLRQ WHFKQLTXHV WKDW DUH EDVHG RQ REVHUYDEOH

+HGJLQJ

$,% 8. *URXS KDV RSWHG WR UHRPQRDQ LMWK WKWUKPHQWY 5HFRJIQE®LRIQGDEG OHD
DFFRXQWLQJ UHTXLUHPHQWY XQWLO PDFUR KHGJH DFFRXQWLQJ LV DGGUHVVHG E
DFFRXQWLQJ SROLF\ FKRLPH Q@DOQFRDHG, BVWB&KPHQW V

$00 GHULYDWLYHV DUH FDUULHG DW IDLU YDOXH DQG WKH DFFRXQWLQJ WUHDW
ZKHWKHU WKH GHULYDWLYH LV GHVLIQDWHG DV D KHGJLQJ LQVWUXPHQW DQG
GHULYDWLYHY DUH KHOG IRU ULVN PDQDJHPHQW SXUSRVHV DQG ZKHUH WUDQVD
*URXS GHVLIJIQDWHYV FHUWDLQ GHULYDWLYHV DV KHGJHV RI WKH H[SRVXUH WR YI
DVVHW RU OLDELOLW\ RU D KLJKO\ SUREDEOH IRUHFDVWHG WUDQVDFWLRQ OFDYV

:KHQ D ILQDQFLDO LQVWUXPHQW LV GHVLIJQDWHG DV D KHGJH $,% 8. *URXS IRUF
KHGJLQJ LQVWUXPHQW DQG KHGJHG LWHP DV ZHOO DV LWV ULVN PDQDJHPHQW
YDULRXV KHGJLQJ WUDQVDFWLRQV $,% 8. *URXS DOVR GRFXPHQWYV LWV DVVHVVP
EDVLVY Rl ZKHWKHU WKH GHULYDWLYHVY WKDW DUH XVHG LQ KHGJLQJ WUDQVDFW
IORZV RI WKH KHGJHG LWHPV

$,% 8. *URXS GLVFRQWLQXHV KHGJH DFFRXQWLQJ ZKHQ

D LWLV GHWHUPLQHG WKDW D GHULYDWLYH LV QRW RU KDV FHDVHG WR EH KLJ
E WKH GHULYDWLYH H[SLUHV RU LV VROG WHUPLQDWHG RU H[HUFLVHG

F WKH KHGJHG LWHP PDWXUHV RU LV VROG RU UHSDLG RU

G D IRUHFDVW WUDQVDFWLRQ LV QR ORQJHU GHHPHG KLJKO\ SUREDEOH

7R WKH H[WHQW WKDW WKH FKDQJHV LQ WKH IDLU YDOXH RI WKH KHGJLQJ GHU
KHGJHG ULVN LQ WKH KHGJHG LWHP RU WKH FXPXODWLYH FKDQJH LQ WKH IDLL
FXPXODWLYH FKDQJH LQ WKH IDLU YDOXH RI H[SHFWHG IXWXUH FDVK IORZV RI W}
RI LQHIIHFWLYHQHVY WDNLQJ LQWR DFFRXQW WKH WLPLQJ RI WKH H[SHFWHG FD
WR GLVTXDOLI\ WKH HQWLUH KHGJH IRU KHGJH DFFRXQWLQJ LV UHFRUGHG LQ WK

,Q FHUWDLQ FLUFXPVWDQFHV $,% 8. *URXS PD\ GHFLGH WR FHDVH KHGJH DFFR
FRQWLQXHV WR EH KLJKO\ HITHFWLYH E\ QR ORQJHU GHVLJQDWLQJ WKH ILQDQFLD

&DVK IORZ KHGJH DFFRXQWLQJ

7KH HIIHFWLYH SRUWLRQ RI FKDQJHV LQ WKH IDLU YDOXH RI GHULYDWLYHV WKD
LQLWLDOO\ UHFRJQLVHG GLUHFWO\ LQ RWKHU FRPSUHKHQVLYH LQFRPH DQG LQFC
RI FKDQJHV LQ HTXLW\ 7KH DPRXQW UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH

UHFODVVLILFDWLRQ DGMXVWPHQW LQ WKH VDPH SHULRG DV WKH KHGJHG FDVK IC
WKH VWDWHPHQW Rl FRPSUHKHQVLYH LQFRPH $Q\ LQHIIHFWLYH SRUWLRQ RI V
UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW LPPHGLDWHO\

KHQ D KHGJLQJ LQVWUXPHQW H[SLUHV RU LV VROG RU ZKHQ D KHGJH QR ORQJt
FXPXODWLYH JDLQ RU ORVV UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH IUR
LQ HTXLW\ DQG LV UHFODVVLILHG WR WKH LQFRPH VWDWHPHQW DV D UHFODVVLI
SURILW RU ORVYV
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:KHQ D IRUHFDVW WUDQVDFWLRQ LV QR ORQJHU H[SHFWHG WR RFFXU WKH FXP;
FRPSUHKHQVLYH LQFRPH IURP WKH SHULRG ZKHQ WKH KHGJH ZDV HIIHFWLYH LV U

'"HULYDWLYHV WKDW GR QRW TXDOLI\ IRU KHGJH DFFRXQWLQJ
&HUWDLQ GHULYDWLYH FRQWUDFWY HQWHUHG LQWR DV HFRQRPLF KHGJHV GR Q
YDOXH RI WKHVH GHULYDWLYH LQVWUXPHQWY DUH UHFRJQLVHG LPPHGLDWHO\ LQ

'"HUHFRJQLWLRQ
JLQDQFLDO DVVHWV
$,% 8. *URXS GHUHFRJQLVHV D ILQDQFLDO DVVHW ZKHQ WKH FRQWUDFWXDO ULJK
RU LW WUDQVIHUV WKH ULJKWV WR UHFHLYH WKH FRQWUDFWXDO FDVK IORZV LQ
UHZDUGV RI RZQHUVKLS RI WKH ILQDQFLDO DVVHW DUH WUDQVIHUUHG RU LQ Z
VXEVWDQWLDOO\ DOO RI WKH ULVNV DQG UHZDUGV RI RZQHUVKLS DQG LW GRHV Q

2Q GHUHFRJQLWLRQ RI D ILQDQFLDO DVVHW WKH GLIIHUHQFH EHWZHHQ WKH FD
FRQVLGHUDWLRQ UHFHLYHG LQFOXGLQJ DQ\ QHZ DVVHW REWDLQHG OHVV DQ\ QF
ORVV WKDW KDG EHHQ UHFRJQLVHG LQ 2&, LV UHFRJQLVHG LQ SURILW RU ORV'
ILQDQFLDO DVVHW DUH GHGXFWHG LQ FRPSXWLQJ WKH JDLQ RU ORVV RQ GLVSRVI

$Q\ FXPXODWLYH JDLQ ORVV UHFRJQLVHG LQ 2&, LQ UHVSHFW RI HTXLW\ LQYHV'
UHFRJQLVHG LQ SURILW RU ORVV RQ GHUHFRJQLWLRQ RI VXFK VHFXULWLHV +|
UHVHUYHV LV WUDQVIHUUHG WR UHYHQXH UHVHUYHVY RQ GHUHFRJQLWLRQ $Q\ L
GHUHFRJQLWLRQ WKDW LV FUHDWHG RU UHWDLQHG E\ $,% 8. *URXS LV UHFRJQL\

$,% 8. *URXS HQWHUV LQWR WUDQVDFWLRQV ZKHUHE\ LW WUDQVIHUV DVVHWYV Ut
UHWDLQV HLWKHU DOO RU VXEVWDQWLDOO\ bOO RI WKH ULVNVY DQG UHZDUGYV RI
WKH WUDQVIHUUHG DVVHWV DUH QRW GHUHFRJQLVHG ([DPSOHV RI VXFK WUD
UHSXUFKDVH WUDQVDFWLRQV

,Q WUDQVDFWLRQV LQ ZKLFK $,% 8. *URXS QHLWKHU UHWDLQV QRU WUDQVIHUV V;
RI D ILQDQFLDO DVVHW DQG LW UHWDLQV FRQWURO RYHU WKH DVVHW $,% 8. *UR.
FROQWLQXLQJ LQYROYHPHQW GHWHUPLQHG E\ WKH H[WHQW WR ZKLFK LW LV H[SR!

,Q FHUWDLQ WUDQVDFWLRQV $,% 8. *URXS UHWDLQV WKH REOLJDWLRQ WR VHL
WUDQVIHUUHG DVVHW LV GHUHFRJQLVHG LI LW PHHWY WKH GHUHFRJQLWLRQ FUL\
FRQWUDFW LI WKH VHUYLFLQJ IHH LV PRUH WKDQ DGHTXDWH RU LV OHVV WKDQ D

7KH ZULWH RIl RI D ILQDQFLDO DVVHW FRQVWLWXWHY D GHUHFRJQLWLRQ HYHQW
SRUWLRQ ZULWWHQ RIl FRPSULVHV VSHFLILFDOO\ LGHQWLILHG FDVK IORZV WKLYV
RI1I

J)LODQFLDO OLDELOLWLHYV
$,% 8. *URXS GHUHFRJQLVHYV D ILQDQFLDO OLDELOLW\ ZKHQ LWV FRQWUDFWXDO R
JDLQ RU ORVV RQ WKH H[WLQJXLVKPHQW RU UHPHDVXUHPHQW RI D ILQDQFLDO OL

,PSDLUPHQW RI ILQDQFLDO DVVHWYV
$,% 8. *URXS UHFRJQLVHW OREW DWOIOR FUREBHW ORVVHV (&/V DW HDFK EDODQFH
ILQDQFLDO LQVWUXPHQWY WKDW DUH QRW PHDVXUHG DW )973/
a )LQDQFLDO DVVHWY DW DPRUWLVHG FRVW
a )LOQODQFLDO DVVHWYV DW )92&, H[FHSW IRU HTXLW\ LOQOVWUXPHQWYV
a )LODQFLDO JXDUDQWHH FRQWUDFWY LVVXHG DQG
a /RDQ FRPPLWPHQWYV LVVXHG

L, QYHVWPHQWY LQ HTXLW\ LOQOVWUXPHQWY DUH UHFRJQLVHG DW IDLU YDOXH DQG
HTXLW\ LQVWUXPHQWYV

(&/V DUH WKH ZHLJKWHG DYHUDJH RI FUHGLW ORVVHV

:KHQ PHDVXULQJ (&/V $,% 8. *URXS WDNHV LQWR DFFRXQW

a BUREDELOLW\ ZHLJKWHG RXWFRPHV

a 7KH WLPH YDOXH RI PRQH\ VR WKDW (&/V DUH GLVFRXQWHG WR WKH UHSRUWLQJ

a 5SHDVRQDEOH DQG VXSSRUWDEOH LQIRUPDWLRQ WKDW LV DYDLODEOH ZLWKRXW
HYHQWY FXUUHQW FRQGLWLRQV DQG IRUHFDVWYV RI IXWXUH HFRQRPLF FRQGLW
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7KH DPRXQW RI (&/V UHFRJQLVHG DV D ORVV DOORZDQFH GHSHQGVY RQ WKH H[W
UHFRJQLWLRQ 7KHUH DUH WZR PHDVXUHPHQW EDVHYV

a PRQWK (&/V 6WDJH ZKLFK DSSOLHV WR LWHPV ZKHUH WKHUH KDV EHHQ Q
VLQFH LQLWLDO UHFRJQLWLRQ DQG
a /LIHWLPH (&/V 6WDJHYV DQG ZKLFK DSSOLHV ZKHQ D VLJQLILFDQW LQFUHDV

RU FROOHFWLYH EDVLV

7KH PRQWK (&/ LV WKH SRUWLRQ RI OLIHWLPH H[SHFWHG FUHGLW ORVVHV WKL
IURP GHIDXOW HYHQWY RQ D ILQDQFLDO LQVWUXPHQW WKDW DUH SRVVLEOH ZLW
(& LV WKH H[SHFWHG FUHGLW ORVVHV WKDW UHVXOW IURP DOO SRVVLEOH GH
LQVWUXPHQW

,Q WKH FDVH RI 6WDJH FUHGLW ULVN RQ WKH ILQDQFLDO LQVWUXPHQW KDV LC
LOQOVWUXPHQW LV QRW FRQVLGHUHG FUHGLW LPSDLUHG )RU D ILQDQFLDO LQVWU.
VLQFH LQLWLDO UHFRJQLWLRQ DQG WKH LOQVWUXPHQW LV FRQVLGHUHG FUHGLW L

J)LODQFLDO DVVHWY DUH DOORFDWHG WR VWDJHV GHSHQGHQW RQ FUHGLW ULVN L

$ ILQDQFLDO DVVHW FDQ RQO\ RULJLQDWH LQ HLWKHU 6WDJH RU DV SXUFKDVHG
DJDLQVW DQ DVVHW GHSHQGV RQ D QXPEHU RI IDFWRUV RQH RI ZKLFK LV LWV V
6WDJH KDYH OLIHWLPH (&/V &ROODWHUDO DQG RWKHU FUHGLW HQKDQFHPHQMW
&ROODWHUDO LV UHIOHFWHG LQ $,% 8. *URXSxV ORVV JLYHQ GHIDXOW PRGHOV O

3XUFKDVHG RU RULJLQDWHG FUHGLW LPSDLUHG

32&, ILQDQFLDO DVVHWY DUH WKRVH WKDW DUH FUHGLW LPSDLUHG RQ LQLWLD
LPSDLUHG ILQDQFLDO DVVHW IROORZLQJ D VXEVWDQWLDO PRGLILFDWLRQ RI D GL
WKH RULJLQDO ILQDQFLDO DVVHW

$,% 8. *URBRS/QRW KDYH DQ\ SXUFKDVHG RU RULJLQDWHG FUHGLW LPSDLUHG ILQDC

ORGLILFDWLRQ

JURP WLPH WR WLPH $,% 8. *URXS ZLOO PRGLI\ WKH RULJLQDO WHUPV RI D FX
UHODWLRQVKLS RU DULVLQJ IURP FKDQJHV LQ WKH FXVWRPHUXxV FLUFXPVWDQFH
DJUHHG RULJLQDO FRQWUDFWXDO UHSD\PHQWYV

$ PRGLILARDHNHE® WR HLWKHU
a$ FKDQJH WR WKH SUHYLRXV WHUPV DQG FRQGLWLRQV RI D GHEW FRQWUDFW R
a$ WRWDO RU SDUWLDO UHILQDQFLQJ RI D GHEW FRQWUDFW

ORGLILFDWLRQV PD\ RFFXU IRU ERWK FXVWRPHUV LQ GLVWUHVYVY DQG IRU WKRVH C
FKDQJH RU UHQHJRWLDWLRQ RI FDVK IORZV DQG LV QRW GHUHFRJQLVHG LV D PRC

'KHQ PRGLILFDWLRQ GRHV QRW UHVXOW LQ GHUHFRJQLWLRQ WKH PRGLILHG D\
DJUHHPHQW DQG D PRGLILFDWLRQ JDLQ RU ORVVKHN WRNMQ \W®RJI SRR XWYWR B IORKN |
DVVHW LV UHFDOFXODWHG DV WKH SUHVHQW YDOXH RI WKH UHQHJRWLDWHG R
ILQDQFLDO DVVHWxV RULJLQDO HIIHFWLYH LQWHUHVW UDWH $Q\ FRVWV RU IHH
ILQDQFLDO DVVHW DQG DUH DPRUWLVHG RYHU WKH UHPDLQLQJ WHUP RI WKH PRG

7KH VWDJH DOORFDWLRQ IRU PRGLILHG DVVHWYV ZKLFK DUH QRW GHUHFRJQLVHG
RI WKH RULJLQDO XQPRGLILHG FRQWUDFWXDO WHUPV L H WKH GDWH RI LQLWLDC

KHUH UHQHJRWLDWLRQ RI WKH WHUPV RI D 1UQ Q@HRIQNOHD X\ WW WRQH BAFIIRUIR-K BR/W
DQ\ ORDQ EDODQFH RXWVWDQGLQJ WKH QHZ LQVWUXPHQW LV UHFRJQLVHG DW
DPRXQW UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW

'"HUHFRJQLWLRQ RFFXUV LI D PR GV XEADWR@\PLB® DGIMWIAEYWK B TXDQWLWDWLYH E
&ROODWHUDOLVHG ILQDQFLDO DVVHWY 5HSRVVHVVLRQV

7KH (&/ FDOFXODWLRQ IRU D FROODWHUDOLVHG ILQDQFLDO DVVHW UHIOHFWV WK
REWDLQLQJ DQG VHWWOLQJ WKH FROODWHUDO DQG ZKHWKHU RU QRW IRUHFORYV
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YRU ORDQV ZKLFK DUH FUHGLW LPSDLUHG $,% 8. *URXS PD\ UHSRVVHVV FROODWFH
RUGHUO\ UHDOLVDWLRQ RI WKH ORDQ $,% 8. *URXS ZLOOHREHQHRIBHY® W.KLWYRXSSR
EHOLHYHV WKH SURFHHGV RI WKH VDOH ZLOO FRPSULVH RQO\ SDUW RI WKH Ul
UHPDLQLQJ OLDEOH IRU DQ\ RXWVWDQGLQJ EDODQFH WKH ORDQ FRQWLQXHV W
UHFRJQLVHG +RZHYHU LI $,% 8. *URXS EHOLHYHV WKDW WKH VDOH SURFHHGV RI
WKH UHFRYHUDEOH DPRXQW RI WKH ORDQ WKH ORDQ LV GHUHFRJQLVHG DQG WK
WKH DSSOLFDEOH DFFRXQWLQJ VWDQGDUG $Q\ IXUWKHU LPSDLUPHQW RI WKH UF
DVVHW DQG QRW DV D FUHGLW LPSDLUPHQW RI WKH RULJLQDO ORDQ

JLODQFLDO DVVHWYV DW )92¢&,

(& DOORZDQFHV IRU ILQDQFLDO DVVHWYVY PHDVXUHG DW )92&, GR QRW UHGXFH W
SRVLWLRQ EHFDXVH WKH FDUU\LQJ DPRXQW Rl WKHVH DVVHWYV LV IDLU YDOXH +I
ZRXOG DULVH LI WKH DVVHWY ZHUH PHDVXUHG DW DPRUWLVHG FRVW LV UHFRJCQ
DPRXQW ZLWK D FRUUHVSRQGLQJ FKDUJH WR SURILW RU ORVV 7KH DFFXPXODWE
ORVV XSRQ GHUHFRJQLWLRQ RI WKH DVVHWV WRJHWKHU ZLWK RWKHU DFFXPXOD'

:ULWH RIIV DQG GHEW IRUJLYHQHVV
$,% 8. *URXS UHGXFHV WKH JURVV FDUU\LQJ DPRXQW RI D ILQDQFLDO DVVHW HLW
HI[SHFWDWLRQ RI UHFRYHU\

:KHUH WKHUH LV QR IRUPDO GHEW IRUJLYHQHVYVY DJUHHG ZLWK WKH FXVWRPHU $,
IXOO\ ZKHQ WKHUH LV QR UHDVRQDEOH H[SHFWDWLRQ RI UHFRYHU\ 7KLV LV FRQ
ERUURZHU UHPDLQV IXOO\ OLDEOH IRU WKH FUHGLW REOLJDWLRQ DQG LV QRW DC

2QFH D ILQDQFLDO DVVHW LV ZULWWHQ RIl HLWKHU SDUWLDOO\ RU IXO0O\ WKH D
WKH EDODQFH VKHHW W LV RQO\ ZKHQ FDVK LV UHFHLYHG LQ UHODWLRQ WR Wi
LQFRPH VWDWHPHQW DV D OUHFRYHU\ RI EDG GHEW SUHYLRXVO\ ZULWWHQ RII

'"HEW IRUJLYHQHVY DULVHV ZKHUH WKHUH LV D IRUPDO FRQWUDFW DJUHHG ZLWK

&ROODWHUDO DQG QHWWLQJ
&ROODWHUDO
$,% 8. *URXS REWDLQV FROODWHUDO LQ UHVSHFW RI FXVWRPHU DGYDQFHV ZKH!
QRUPDOO\ WDNHV WKH IRUP RI D OLHQ RYHU WKH FXVWRPHUxV DVVHWV DQG JLY
H[LVWLQJ DQG IXWXUH FXVWRPHU OLDELOLWLHY 7KH FROODWHUDO LV LQ JHQHU

$,% 8. *URXS DOVR UHFHLYHVY FROODWHUDO LQ WKH IRUP RI FDVK RU VHFXULWL
VHFXULWLHY ERUURZLQJ FRQWUDFWY DQG GHULYDWLYH FRQWUDFWYVY WR UHGXFH
QRW UHFRUGHG RQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ &ROODWHUDO SO
ILQDQFLDO SRVLWLRQ ZLWK D FRUUHVSRQGLQJ OLDELOLW\ 7KHUHIRUH LQ WKH
GHSRVLWYV UHFHLYHG IURP EDQNV RU RWKHU FRXQWHUSDUWLHYVY $Q\ LOQWHUHVW
H[SHQVH RU LQWHUHVW LQFRPH UHVSHFWLYHO\

,Q FHUWDLQ FLUFXPVWDQFHV $,% 8. *URXS ZLOO SOHGJH FROODWHUDO LQ UHYV
SOHGJHG LQ WKH IRUP RI VHFXULWLHVY RU ORDQV DQG DGYDQFHV FRQWLQXHV WH
&ROODWHUDO SDLG DzZD\ LQ WKH IRUP RI FDVK LV UHFRUGHG LQ ORDQV DQG DGYL
UHFHLYDEOH DULVLQJ LV UHFRUGHG DV LQWHUHVW H[SHQVH RU LQWHUHVW LQFRI

ITHWWLQJ
$,% 8. *URXS HQWHUV LQWR PDVWHU QHWWLQJ DJUHHPHQWY ZLWK FRXQWHUSDUYV
DPRXQWV RXWVWDQGLQJ ZLWK WKRVH FRXQWHUSDUWLHY ZLOO EH VHWWOHG RQ I

JLODQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHY DUH RIIVHW DQG WKH QHW DI
DQG RQO\ LI WKHUH LV D FXUUHQWO\ HQIRUFHDEOH OHJDO ULJKW WR VHW RII Wt
RQ b QHW EDVLVY RU WR UHDOLVH WKH DVVHW DQG VHWWOH WKH OLDELOLW\ VL
QHWWLQJ DJUHHPHQWY WKHUHIRUH WKH UHODWHG DVVHWY DQG OLDELOLWLHYV I

$00 EDODQFHVY DQG WUDQVDFWLRQV ZLWK WKH 3DUHQW *URXS DUH VXEMHFW Wi
DQG WKH 3DUHQW *URXS ZKHUH WKHUH LV D OHJDO ULJKW WR VHWWOH RQ D QHW
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J)LQDQFLDO JXDUDQWHHY DQG ORDQ FRPPLWPHQW FRQWUDFWYV
JLQDQFLDO JXDUDQWHHV DUH JLYHQ WR EDQNV ILQDQFLDO LQVWLWXWLRQV DQG
RYHUGUDIWY DQG RWKHU EDQNLQJ IDFLOLWLHV OIDFLOLW\ JXDUDQWHHVx DQG
FXVWRPHUV XQGHU REOLJDWLRQV UHODWLQJ WR FRQWUDFWY DGYDQFH SD\PHQV
SD\PHQW RI LPSRUW GXWLHV ,Q LWV QRUPDO FRXUVH RI EXVLQHVV $,% 8. *
VXEVLGLDULHV RI WKH 3DUHQW

$ ORDQ FRPPLWPHQW LV D FRQWUDFW ZLWK D ERUURZHU WR SURYLGH D ORDQ
FRQWUDFW PD\ RU PD\ QRW EH FDQFHOOHG XQFRQGLWLRQDOO\ DW DQ\ WLPH ZLW

7KH RULJLQDWLRQ GDWH IRU ILQDQFLDO JXDUDQWHHY DQG ORDQ FRPPLWPHQW
LUUHYRFDEOH 7KH FUHGLW ULVN DW WKLV GDWH LV XVHG WR GHWHUPLQH LI C
RFFXUUHG

JLODQFLDO JXDUDQWHHY DQG ORDQ FRPPLWPHQW FRQWUDFWY DUH LQLWLDOO\ L
WKH GDWH WKDW WKH JXDUDQWHH RU ORDQ FRPPLWPHQW LV JLYHQ 6XEVHTXHC
LPSDLUPHQW PHWKRGRGRIQRIDQ5QVQYE XHFDHOFODWHY DQ (&/ DOORZDQFH IRU ILQ
ORDQ FRPPLWPHQW FRQWUDFWY L H WKRVH WKDW DUH QRW PHDVXUHG DW )973/

7KH (&/ DOORZDQFH FDOFXODWHG RQ ILQDQFLDO JXDUDQWHHY DQG ORDQ FRPPL!
OLDELOLWLHYV DQG FRPPLWPHQWYV

BURSHUW\ SODQW DQG HTXLSPHQW
BURSHUW\ SODQW DQG HTXLSPHQW DUH VWDWHG DW FRVW RU GHHPHG FRVW
LPSDLUPHQW LI DQ\ $GGLWLRQV DQG VXEVHTXHQW H[SHQGLWXUHY DUH FDSLWD(
HFRQRPLF EHQHILWY H[SHFWHG WR EH GHULYHG IURP WKH DVVHW 1R GHSUHFLD
DQG HTXLSPHQW DUH GHSUHFLDWHG RQ D VWUDLJKW OLQH EDVLV RYHU WKHLL
FDOFXODWHG EDVHG RQ WKH JURVV FDUU\LQJ DPRXQW OHVV WKH HVWLPDWHG Ut

$,% 8. *URXS XVHV WKH IROORZLQJ XVHIXO OLYHV ZKHQ FDOFXODWLQJ GHSUHFLD)

JUHHKROG EXLOGLQJY DQG ORQJ OHDVHKROG S UHRBSHW W\

6KRUW OHDVHKROG SURSHUW\ OLIH RI OHDVH XS WR \HDUV
&RVWY RI DGDSWDWLRQ RI IUHHKROG DQG OHDVHKROG SURSHUW\

%UDQFK SURSHUWLHYV XS WR \HDUV

2IILFH SURSHUWLHV XS WR \HDUV

&RPSXWHUV DQG VLPLODU HTXLSPHQW \HDUV

JLIWXUHVY DQG ILWWLQJY DQG RWKHU HTXLSPHQW \HDUYV

6XEMHFW WR WKH PD[LPXP UHPDLQLQJ OLIH RI WKH OHDVH

$,% 8. *URXS GHSUHFLDWHYV ULJKW RI XVH DVVHWY DULVLQJ XQGHU OHDVH REOLJ
WKH HDUOLHU RI WKH HQG RI WKH XVHIXO OLIH RI WKH ULJKW RI XVH DVVHW DQG

$,% 8. *URMBYLHZY LWV GHSUHFLDWLRQ UDWHV UHJXODUO\ DW OHDVW DQQXDOO\
KHQ GHFLGLQJ RQ XVHIXO OLYHV DQG PHWKRGV WKH SULQFLSDO IDFWRUV WKDV
UDWH RI WHFKQRORJLFDO GHYHORSPHQWY DQG H[SHFWHG PDUNHW UHTXLUHPHC
DVVHWYV

:KHQ UHYLHZLQJ UHVLGXDO YDOXHV $,% 8. *URXS HVWLPDWHY WKH DPRXQW WKL
WKH DVVHW DIWHU GHGXFWLQJ WKH HVWLPDWHG FRVW RI GLVSRVDO LI WKH DVV
HQG RI LWV XVHIXO OLIH

*DLQV DQG ORVVHV RQ GLVSRVDO RI SURSHUW\ SODQW DQG HTXLSPHQW DUH LQF
SROLF\ QRW WR UHYDOXH LWV SURSHUW\ SODQW DQG HTXLSPHQW
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,QWDQJLEOH DVVHWV

&RPSXWHU VRIWZDUH DQG RWKHU LQWDQJLEOH DVVHWYV ZLWK ILQLWH XVHIXO OL
OLQH EDVLV DQG SURYLVLRQV IRU LPSDLUPHQW LI DQ\ 7KH LGHQWLILDEOH DQ¢
DFTXLULQJ DQG GHYHORSLQJ VRIWZDUH DUH FDSLWDOLVHG ZKHUH WKH VRIWZD!
SUREDEOH WKDW IXWXUH HFRQRPLF EHQHILWY WKDW H[FHHG LWV FRVW ZLOO

DVVRFLDWHG ZLWK PDLQWDLQLQJ VRIWZDUH DUH UHFRJQLVHG DV DQ H[SHQVH :
DPRUWLVH& RMBUZWKHU LQWDQJLEOH DVVHWY DUH DPRUWLVHG RYHU WKH OLIH F
LQWDQJLEOH DVVHWV DUH UHYLHZHG IRU LPSDLUPHQW ZKHQ WKHUH LV DQ LQG
DVVHWY QRW \HW DYDLODEOH IRU XVH DUH UHYLHZHG IRU LPSDLUPHQW RQ DQ DQ

1RQ FUHGLW ULVN SURYLVLRQV
SURYLVLRQV DUH UHFRJQLVHG IRU SUHVHQW OHJDO RU FRQVWUXFWLYH REOLJDW
SUREDEOH WKDW D WUDQVIHU RI HFRQRPLF EHQHILW ZLOO EH QHFHVVDU\ WR VHW

:KHQ WKH HIIHFW LV PDWHULDO SURYLVLRQV DUH GHWHUPLQHG E\ GLVFRXQWLQ
UHIOHFWY FXUUHQW PDUNHW DVVHVVPHQWY RI WKH WLPH YDOXH RI PRQH\ DQG

3D\PHQWY DUH GHGXFWHG IURP WKH SUHVHQW YDOXH RI WKH SURYLVLRQ DQG
DQQXDOO\ WR LQWHUHVW H[SHQVH XVLQJ WKH HIIHFWLYH LQWHUHVW UDWH PHW
SURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWY LQ WKH VWDWHPHQW RI1 ILQCL

(TXLW\
,VVXHG ILQDQFLDO LQVWUXPHQWY RU WKHLU FRPSRQHQWYV DUH FODVVLILHG D\
FRQIHU RQ WKH KROGHU D UHVLGXDO LQWHUHVW LQ WKH DVVHWYV RI $,% 8.

2Q H[WLQJIXLVKPHQW RI HTXLW\ LQVWUXPHQWY JDLQV RU ORVVHV DULVLQJ DUH
FKDQJHV LQ HTXLW\

6KDUH FDSLWDO
6KDUH FDSLWDO UHSUHVHQWYV IXQGV UDLVHG E\ LVVXLQJ VKDUHV LQ UHWXUQ IRU
RUGLQDU\ VKDUHV RI WKH HQWLW\

'LYLGHQGY DQG GLVWULEXWLRQV

JLQDO GLYLGHQGVY RQ RUGLQDU\ VKDUHV DUH UHFRJQLVHG DV D OLDELOLW\ LQ W
ZKLFK WKH\ DUH DSSURYHG E\ WKH VKDUHKROGHUV RI $,% 8. 3URSRVHG GLYLG
UHSRUWLQJ GDWH DUH QRW UHFRJQLVHG DV D OLDELOLW\ WKH\ DUH GLVFORVHG

2WKHU HTXLW\ LQWHUHVWYV
2WKHU HTXLWRR@QWNWHVRIVSGGLWLRQDO 7LHU SHUSHWXDQKWHKXPIHWHN LIVWHE AR
ILUVW WLPH GXULQJ DQG DUH KHOG E\ WKH 3DUHQW

&DSLWDO FRQWULEXWLRQV
&DSLWDO FRQWULEXWLRQV UHSUHVHQW WKH UHFHLSW RI QRQ UHIXQGDEOH FRQ
FRPSULVH ERWK ILQDQFLDO DQG QRQ ILQDQFLDO DVVHWYV

7KH FRQWULEXWLRQV DUH FODVVLILHG DV HTXLW\ DQG PD\ EH HLWKHU GLVWULE
GLVWULEXWDEOH LI WKH DVVHWY UHFHLYHG DUH LQ WKH IRUP RI FDVK RU DQRW
WKH\ DUH WUHDWHG DV QRQ GLVWULEXWDEOH

,QYHVWPHQW VHFXULWLHYVY UHVHUYHV
,QYHVWPHQW VHFXULWLHVY UHVHUYHV UHSUHVHQW WKH QHW XQUHDOLVHG JDLQ
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ RI LQYHVWPHQW VHFXULWLHYVY DW )92&,

2Q GLVSRVDO RI HTXLW\ VHFXULWLHV ZKLFK RQ LQLWLDO UHFRJQLWLRQ KDG EH
LOYHVWPHQW VHFXULWLHY UHVHUYHV DFFRXQW LV WUDQVIHUUHG GLUHFWO\ WR

&DVK IORZ KHGJLQJ UHVHUYHYV
&DVK IORZ KHGJLQJ UHVHUYHV UHSUHVHQW WKH QHW JDLQV RU ORVVHV QHW RI
ZLOO EH UHFODVVLILHG WR WKH LQFRPH VWDWHPHQW ZKHQ WKH KHGJHG WUDQVD

S5HYHQXH UHVHUYHYV

5HYHXHVHUWBVHVHQW UHWD LWVOKRIBPISDQQ LYYEVRIGLDULHY DQG DVVRFLDWHG XQGH
RI WKH FXPXODWLYH VXUSOXV ZLWKLQ WKH GHILQHG EHQHILW SHQVLRQ VFKHPH L
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&DVK DQG FDVK HTXLYDOHQWYV
JRU WKH SXUSRVHV RI WKH FDVK IORZ VWDWHPHQW FDVK DQG FDVK HTXLYDOH
H[FOXGLQJ UHJXODWRU\ EDODQFHV ZLWK WKH %DQN RI (QJODQG DQG GHSRVLWYV

SBURVSHFWLYH DFFRXQWLQJ FKDQJHYV
7KH IROORZLQJ DPHQGPHQWYV WR H[LVWLQJ VWDQGDUGYV ZKLFK KDYH EHHQ DSSU
8. *URXS ZLOO LPSDFW $,% 8. *URXSxV ILQDQFLDO UHSRUWLQJ LQ IXWXUH SHULR(
DPHQGPHQWY DV WKH VLWXDWLRQ UHTXLUHYV 7KH DPHQGPHQWYVY ZKLFK DUH PRVW

$PHQGPHQWYV WRHMWEQWDWLRQ RI )LQ RO\ I6\WDWHP® RWVLDELOLWLHYV DV &XUU

1RQ FXUUHQW /LDELOLWLHV ZLWK &RYHQDQWYV

,Q -DQXDU\ DQG 2FWREHU WKH ,$6% LVVXHG DPHQGP H®WHW MRV SDWLIRIY B

JLQDQFLDO 6WWRVMBHBMWY WKH UHTXLUHPHQWYVY IRU FODVVLI\LQJ OLDELOLWLHV D

FODULI\

a :KDW LV PHDQW E\ D ULJKW WR GHIHU VHWWOHPHQW

a 7KDW D ULJKW WR GHIHU PXVW H[LVW DW WKH HQG RI WKH UHSRUWLQJ SHULRG

4 7TKDW FODVVLILFDWLRQ LV XQDIIHFWHG E\ WKH OLNHOLKRRG WKDW DQ HQWLW\ :

a4 7KDW RQO\ LI DQ HPEHGGHG GHULYDWLYH LQ D FRQYHUWLEOH OLDELOLW\ LV L'
QRW LPSDFW LWV FODVVLILFDWLRQ

,Q DGGLWLRQ D UHTXLUHPHQW KDV EHHQ LQWURGXFHG WR UHTXLUH GLVFORVX
FODVVLILHG DV QRQ FXUUHQW DQG WKH HQWLW\xV ULJKW WR GHIHU VHWWOHPHQ
WZHOYH PRQWKYV

(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHIXRBY EHJLQQLQJ RQ RU DIWHU

7KHVH DPHQGPHQWY DUH QRW H[SHFWHG WR KDYH D VLJQLILFDQW LPSDFW RQ $,%
$PHQGPHQWYV W/RID\HBMDVH /LDELOLW\ LQ D 6DOH DQG /HDVHEDFN

,Q 6HSWHPEHU WKH ,$6% LVVXHG DABQBWRH YWNFWIR WE6 UHTXLUHPHQWYV WKI
XVHV LQ PHDVXULQJ WKH OHDVH OLDELOLW\ DULVLQJ LQ D VDOH DQG OHDVHED]
UHFRJQLVH DQ\ DPRXQW RI WKH JDLQ RU ORVV WKDW UHODWHY WR WKH ULJKW RI
(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXD!
7KHVH DPHQGPHQWY DUH QRW H[SHFWHG WR KDYH D VLJQLILFDQW LPSDFW RQ $,%
$PHQGPHQWYV WRH,%6IlHFWV RI &KDQJHV LQ )R U H/IDIFN (RF K PFIIBQIBIWENO L W\

,Q $XIXVW WKH ,$6% LVVXHG DPKBQGPIHEWYV WIR&BQJIJHV LQ )RUMIR EF QFKIDIQJ!
KRZ DQ HQWLW\ VKRXOG DVVHVV ZKHWKHU D FXUUHQF\ LV H[FKDQJHDEOH DQG |
ZKHQ H[FKDQJHDELOLW\ LV ODFNLQJ DV ZHOO DV UHTXLUH WKH GLVFORVXUH RI L
WR XQGHUVWDQG WKH LPSDFW RI D FXUUHQF\ QRW EHLQJ H[FKDQJHDEOH
(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXD!
7KHVH DPHQGPHQWY DUH QRW H[SHFWHG WR KDYH D PDWHULDO LPSDFW RQ WKH §
2WKHU

7KH ,$6% KDV SXEOLVKHG D QXPEHU RI PLQRU DPHQGPHQWYV WR ,)56V WKURXJK \
DPHQGPHQWY DUH H[SHFWHG WR KDYH D VLIJQLILFDQW LPSDFW RQ UHSRUWHG UH\
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&ULWLFDO DFFRXQWLQJ MXGJHPHQWY DQG HVWLPDWHYV
7KH DFFRXQWLQJ MXGJHPHQWYV WKDW KDYH WKH PRVW VLJQLILFDQW HIIHFW RQ \
DQG WKH HVWLPDWHY WKDW KDYH D VLJQLILFDQW ULVN RI PDWHULDO DGMXVWPH

,PSDLUPHQW RI MMGDIQFLDO D

$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU LPSDLUPHQW R TVIK®D Q8L D O OIRZ\DHQWF ¥ VL V
ILQDQFLDO DVWFHMPEBW UHSUHVHQW PDQDJHPHQWxXV EHVW HVWLPDWH RI WKH H[S!
SRUWIROLRYVY DW WKH UHSRUWLQJ GDWH

7KH FDOFXODWLRQ RI (&/ DOORZDQFHV LV FRPSOH[ DQG WKH %DQN PXVW FRCQ
GHWHUPLQDWLRQ RI VXFK H[SHFWDWLRQV RI IXWXUH FUHGLW ORVVHV

-XGIJHPHOW.QYROYHG LQ

'"HWHUPLQLQJ WKH FULWHULD IRU D VLIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN D
&KRRVLQJ WKH DSSURSULDWH PRGHOV DQG DVVXPSWLRQV IRU (&/ H J 3" /* DQ
'"HWHUPLQLQJ WKH OLIH RI D ILQDQFLDO LQVWUXPHQW DQG WKHUHIRUH WKH SH
'"HWHUPLQLQJ WKH UHTXLUHPHQW DQG WKH DSSURSULDWH PHWKRGRORIY IRU
IXUWKHU GHWDLOV DQG

a 6WUDWLI\LQJ ILQDQFLDO DVVHWY LQWR JURXSV ZLWK VLPLODU ULVN FKDUDFWH

a
a
a
a

(VWLPDOMHY/ LQYROYHG LQ WIEH FDSKN\ODWQARR WERMDAKUDR)YDOXDWLRQV DQG W
RI FRO O DWWHPDAVHY DUH DOVR LQYROYHG LQ HVWDEOLVKLQJ WKH QXPEHU DQG U
DQG LQ GHWHUPLQLQJ WKH DPRXQW RI SRVW RRGHRUNWGMMXVN FRPWQWWY VHH QRWH

7KH VHQVLWLYLW\ Rl WKH (& DOORZDQFH WR FKDQJHV LQ WKH PDFURHFRQRPLF
QRWHE DQGF

JXUWKHU LQIRUPDWLRQ RQ LPSDLUPHQW RI ILQDQFLDO DVVHWYV PHDVXUHPHQW
D

5HFRYHUDELOLW\ Rl GHIHUUHG WD[ DVVHW
$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU G HDHUU B @ W\ILL[OLW RV HBW%R KW+ LR XSGR W I6 H | H
DQG OLDELOLWLHY DUH VHW RXW LQ QRWH

,Q UHFRJQLVLQJ D GHIHUUHG WD[ DVVHW IRU XQXWLOLVHG ORVVHV WKH 'LUHFWR
RI WKH GHIHUUHG WD[ DVVHW

-XGIHPHYWLQYROYHG LQ GHWHUPLQLQJ WKH SHULRG RI WLPH RYHU ZKLFK LW LV
SURILWY DJDLQVW ZKLFK WKH XQXWLOLVHG ORVVHV FDQ EH XVHG

(VWLPDRYHWKH OHYHO RI IXWXUH SURILWDELOLW\ DUH PDGH LQ GHWHUPLQLQJ WK
WR UHFRJQLVH DW WKH UHSRUWLQJ GDWH 7KLV LQFOXGHV HVWLPDWLQJ WKH LPS

7KH IDFWRUV FRQVLGHUHG E\ PDQDJHPHQW LQ PDNLQJ WKHVH MXGJHPHQWY DQG
QRWHWRJIJHWKHU ZLWK D VHQVLWLYLW\ DQDO\VLVY RI WKH GHIHUUHG WD[ DVVHW W|
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

SHWLUHPHQW EHQHILW REOLJDWLRQV
$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU UHWLUHPHR@GEGBW DLW \& GRD QWK HV NN VD \F
DQG WKH YDOXDWLRQ RI WKH $,% *URXS 8. 3HQVLRMFBPEHRHD WHKNHS BRMHPE Q

-XGIJHPHDW LQYROYHG LQ GHWHUPLQLQJ WKH DSSURSULDWH PRGHOV WR EDVH
DVVXPSWLRQV RQ 7KH FKRLFH RI WKHVH GULYHVY WKH YDOXDWLRQ RI WKH 8. 6FK
VWDWHPHQWYV

(VWLPDD/WI¥ PDGH E\ WKH 'LUHFWRUV RI D QXPEHU RI ILQDQFLDO DQG GHPRJUDS
&RPSDQ\xV DFWXDULHV 7KLV LQFOXGHV HVWLPDWHV RI WKH GLVFRXQW UDWH L
PHPEHUV

7KH LPSDFW RQ WKH LQFRPH VWDWHPHQW RWKHU FRPSUHKHQVLYH LQFRPH DQG
GLIIHUHQW LI D GLIIHUHQW VHW RI DVVXPSWLRQV ZHUH XVHG $ VHQVLWLYLW\ D!
DQG WKH VFKHPH OLDELOLWLHV WR FKDQJHV LQ WKH DVVXPSWLRQV LV VHW RXW

)DLU YDOXH RI LQYHVWPHQW VHFXULWLHYV
7KH IDLU YDOXH RI WKH LQYHVWRBQ VE WHHE X GLEN WV REIBNYWLPDWLRQ XQFHUWD|
'"HFHPEHU WKDW KDV D VLJQLILFDQW ULVN RI UHVXOWLQUHDQ® D PDWHULDO DGMXV!'

-XGIJHPHIOMWLQYROYHG LQ GHWHUPLQLQJ WKH DSSURSULDWH YDOXDWLRQ DSSURD
IORZ YDOXDWLRQ ZDV FKRVHQ IRU '"HFHPEHU ZLWK D QHW DVVHWY YDOXDWL
IDLU YDOXH

(VWLPDWWHY LQYROYHG LQ DVVHVVLQJ WKH IDLU YDOXH RI WKH HTXLW\ LQYHVWPH
7KH IDLU YDOXH Rl d P DW KMBEHPEHDVHG RQ D GLVFRXQWHG FDVK IORZ YDO?
wWubDGLQJ HQWLW\ 7KH H[SHFWHG VDOH SURFHHGV DW '"HFHPEHU RI' d P Z
XQGHUO\LQJ WUDGLQJ HOQWLW\ 7KH NH\ DVVXPSWLRQV LQ WKH GLVFRXQWHG FDV
WHUP JURZWK UDWH WKH H[SHFWHG UHYHQXH RI WKH XQGHUO\LQJ WUDGLQJ H
GLVFRXQW IRU $,% 8. KDYLQJ D PLQRULW\ KROGLQJ LQ WKH LQYHVWPHQW

$SSO\LQJ GLIIHUHQW DVVXPSWLRQV DW '"HFHPEHU WR GHWHUPLQH H[SHFWF
IDLU YDOXH HVWLPDWLRQ ,QFUHDVLQJ RU GHFUHDVLQJ WKH GLVFRXQW UDWH L
IDLU YDOXH RI WKH LQYHVWPHQW E\ d P $VVXPLQJ QR LQFUHDVH LQ ZRUNLQJ F
GLVFRXQWHG FDVK IORZ FDOFXODWLRQ ZRXOG GHFUHDVH WKH YDOXDWLRQ E\ d P

ZRXOG LQFUHDVH WKH YDOXDWLRQ E\'d P WR d P $Q LQFUHDVH RU GHFUH
UHYHQXH ZRXOG LQFUHDVH RU GHFUHDVH WKH IDLU YDOXH E\d P $ IXUWKHU VH
LV LQFOXGHG LQ WKH OHYHO PHDVXUHPHQWY WDEOH ZLWKLQ QRWH

$SSO\LQJ D GLIIHUHQW PHWKRG WR FDOFXODWH WKH H[SHFWHG VDOH SURFHHGV
8VLQD WUDGLQJ PXOWLSOLHU HVWLPDWLRQ ZRXOG JLYH D YDOXDWLRQ RI EHWZ
PXOWLSOH YDOXDWLRQ RI WKH XQGHUO\LQJ WUDGLQJ HQWLW\ ZRXOG JLYH DQ
d P DW 'HFHPEHU
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

, QWHUHVW DQG VLPLODU LQFRPH

dpP dP

,QWHUHVW RQ ORDQV DQG DGYDQFHV WR EDQNV DW DPRUWLVHG FRVW
,QWHUHVW RQ ORDQV DQG DGYDQFHV WR FXVWRPHUV DW DPRUWLVHG FRVW
,QWHUHVW LQFRPH FDOFXODWHG XVLQJ WKH HIITHFWLYH LQWHUHVW UDWH PHWKR

,QWHUHVW LQFRPH RQ ILQDQFH OHDVHYV DQG KLUH SXUFKDVH FRQWUDFWYV
7TRWDO LQWHUHVW DQG VLPLODU LQFRPH

,QWHUHVW LQFRPH LQFOXGHYVY DPRXQWV WUDQVIHUUHG IURP RWKHU FRPSUHKHQ\
GHELW RI d P ZKLFK LV LQFOXGHG LQ ,QWHUHVW RQ ORDQV DQG DGYDRFHV WR
ZKLFK LV LQFOXGHG LQ ,QWHUHVW RQ ORDQV DQG DGYDQFHV WR EDQNV DW DPRL

, QWHUHVW DQG VLPLODU H[SHQVH

dpP dpP

,QWHUHVW RQ GHSRVLWYV E\ EDQNYV
,QWHUHVW RQ FXVWRPHU DFFRXQWYV

,QWHUHVW RQ VXERUGLQDWHG OLDELOLWLHY DQG RWKHU FDSLWDO LQWWUXPHQW
7TRWDO LQWHUHVW DQG VLPLODU H[SHQVH

,QWHUHVW H[SHQVH LQFOXGHV DPRXQWVY WUDQVIHUUHG IURP RWKHU FRPSUHKHQ
FUHGLW RI d P ZKLFK LV LQFOXGHG LQ ,QWHUHVWIR@KDFKWRP HQ FDKRRKX® WY x , Q
GHSRVLWV E\ EDQNV

L, QWHUHVW H[SHQVH UHSRUWHG DERYH FDOFXODWHG XVLQJ WKH HIIHFWLYH LQ\
FDUULHG DW IDLU YDOXH WKRXJK SURILW RU ORVYV

1HW IHH DQG FRPPLVVLRQ LQFRPH

dP dP

S5HWDLO EDQNLQJ FXVWRPHU IHHV
&UHGLW UHODWHG IHHV

JRUHLJQ H[FKDQJH IHHV

6HUYLFH FKDUJH

&UHGLW FDUG FRPPLVVLRQ
2WKHU IHHVY DQG FRPPLVVLRQ
JHH DQG FRPPLVVLRQ LQFRPH

YHH DQG FRPPLVVLRQ H[SHQVH

7KH VHUYLFH FKDUJH UHODWHV WR LQFRPH UHFHLYHG IURP D IHOORZ VXEVLGLDU\ DV SI
UHLPEXUVHG IRU SHUVRQQHO DQG DGPLQLVWUDWLRQ FRVWV LQFXUUHG VHUYLFLQJ WKH FI

JHHY DQG FRPIZKLFK DQ LQWHUIWDRDO 8KH HIIHFWLYH LOWHUHVW UDWH DUH UHFR
VLPLODU LQFRRW ILQRWHUHVW DQG VLPLODU H[SHQVH QRWH
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

1HW WUDGLQJ DQG RWKHU ILQDQFLDO LQFRPH

dP dpP

,QWHUHVW UDWH FRQWUDFWYV

7KH WRWDO KHGJLQJ LQHIIHFWLYHQHVYV RQ FDVK IORZ KHIG®PHY UHI@HFRNVHG LQ WK

1HW JDLQ RQ RWKHU ILQDQFLDO DVVHWY PHDVXUHG DW )97

dpP dp

,QYHVWPHQW VHFXULWLHY HTXLW\

1HW JDLQ ORVV RQ GHUHFRJQLWLRQ RI ILQDQFLDO DVVHW

&DUU\LQJ YDOXBLQ IURSDUU\L
RI GHUHFRJQGWHGFRJIJQLWEKWYH
ILQDQFLDO DVVHWV It
PHDVXUHG DW D
DPRUWLVHG FRVW

dP dpP dP dP

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

'"HUHFRJQLWLRQ UHODWHY WR WKH VDOH RI SRUWIROLRY RI QRQ SHUIRUPLQJ OR
60( ORDQV DQG WKH VDOH RI LQGLYLGXDO ORDQV IRU FUHGLW PDQDJHPHQW S
GHWHULRUDWLRQ KDG RFFXUUHG

2ZWKHU RSHUDWLQJ LQFRPH

dpP dP

BURILW RQ GLVSRVDO RI SURSHUW\ QRWH o
OLVFHOODQHRXY RSHUDWLQJ LQFRPH 0
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

2SHUDWLQJ H[SHQVHYV

dP dpP

':DJHV DQG VDODULHYV

6RFLDO VHFXULW\ FRVWYV
7HUPLQDWLRQ EHQHILWYV

3HQVLRQ FRVWYV

'"HILQHG FRQWULEXWLRQ SODQV QRWH
'"HILQHG EHQHILW SODQV QRWH
2WKHU SHUVRQQHO H[SHQVHYV
3HUVRQQHO H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
7RWDO RSHUDWLQJ H[SHQVHV

JRU WKH \HDU HEEBREHU DFKDUJH RI d dP zZzDV PDGH WR WKH LQFRPH VWDWHPHQW LQ U
EHQHILWY DULVLQJ IURP WKH YROXQWDU\ \(H¥ BUDPOQRS W BSDUDWP RH W HR SHYDMWXRE@ XULQJ S
DQG D FKDUJH RI d P dQLO ZDV LQFOXGHG ZLWKLQ VRFLDO VHFXULW\ FRVWV LQ IR

,QFOXGHV D FKDUJH & dLQ UHVSHFW Rl WKHQ)I6@&6 (HM\WHE®FN d P RI OLWLIJDWLRQ DQG R
OLDELOLWLHV QRWH

TKHPRQWIKYHNUDJH QXIPESHOURRHX®O WLPH HTXLYDOHQWYV RI $,% 8. *URXS DQG $,% 8.

$XGLWRU V UHPXQHUDWLRQ

$XGLWRUxXxV UHPXQHUDWLB@& UNML@ROK[GH® ZHWKQQWKH LQFRPH VWDWHPH®ENV 7KH
VKRZQ EHORZ DUH H[FOXVLYH RI 9DOXH $GGHG 7D[ 9%$7 7KH IHHV ZHUH SD\I

DXGLWRU RQO\ IRU VHUYLFHV UHODWLQJ WR WKH DXGLW RI WKH $,% 8. *URXS T

FDWHJRULHV VHW RXW EHORZ 3ULFHZDWHUKRXVH&RRSHUV //3 ZHUH DSSRLQWHC
'"HORLWWH //3 ZDV WKH $,% 8. *URXS DXGLWRU IRU

$XGLW IHHV IRU VWDWXWRU\ DXGLW
2WKHU DVVXUDQFH VHUYLFHV LQFOXGLQJ UHIJXODWRU\ FRPSOLDQFH ZRUN

7KH DXGLW RI VXEVLGLDULHV LV LQFOXGHG ZLWKLQ WKH VWDWXWRUNQDXBOWWHRQ MRRDW & H
DXGLW @QLOI UHODWLRQDPWRLWK H
2WKHU DVVXUDQFMFOXGBHMVMFUMPXQHUDWLRQ IRU DGGLWLRQDO DVVXUDQFH H[SUHVVHG E\ W

VWDWXWRU\ ILQDQFLDO VWDWHPHQWY RI $,% 8. *URXS 7KLV UHPXQHUDWLRQ LQFOXGH
DVVXUDQFH WR WKLUG SDUWLHYV

7KH DPRXQWV LQ WKH WDEOH DERYH UHODWH WR IHHV SD\DEOH WR 3ULFHZ

DSSRLQWPHQW IRU VHUYLFHV SURYLGHG WR $,% 8. *URXS 7KH DPRXQWY UHO
/13
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH

7KH IROORZLQJ WDEOH DQDO\VHV WKH LQFRPH VWDWHPHQW QHW FUHGLW LPSDL!
WKH \HDUV HRBHMREHU DQG

X GOHDVXUHG DW
UWLVHBPRUWLVHG
F W FRVW

&UHGLW LPSDLUPHQW ZULWHEDFN FKDUJH RQ ILQDQFLDO L@FNWUXPHOQ®PV

1HW UH PHDVXUHPHQW RI (& DOORZDQFH
/IRDQV DQG DGYDQFHV WR FXVWRPHUV
/JRDQ FRPPLWPHQWY QRWH

&UHGLW LPSDLUPHQW ZULWHEDFN FKDUJH EHIRUH UHFRYHULHV

5HFRYHULHV RI DPRXQWYV ZULWWHQ RII LQ SUHYLRXV \HDUV

1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH

7D[DWLRQ

dp dp

&XUUHQW WD][
&RUSRUDWLRQ WD[ LQ WKH 8.
8. FRUSRUDWLRQ WD[ RQ LQFRPH IRU WKH \HDU

&XUUHQW WD[ FKDUJH IRU WKH \HDU

'"HIHUUHG WD]
2ULJLQDWLRQ DQG UHYHUVDO RI WHPSRUDU\ GLITHUHQFHV
&XUUHQW \HDU
&KDQJH LQ WKH UHFRJQLWLRQ RI GHIHUUHG WD[ RQ ORVVHV
&XUUHQW \HDU

'"HIHUUHG WD[ FKDUJH IRU WKH \HDU QRWH

7TRWDO WD[ FKDUJH IRU WKH \HDU

7KH WD[ FKDUJH IRU WKH SHORRBULWERDHWBEKRGDUG DYHUDJH UDWH RI FRUSRUDYV
7KH GLIITIHUHQFHY DUH H[SODLQHG EHORZ

dP dP

&RUSRUDWLRQ WD[ FKDUJH DW VWDQGDUG DYHUDJH UDWH

(IITHFWV RI
(ISHQVHV QRW GHGXFWLEOH IRU WD[ SXUSRVHYV
(I[HPSWHG LQFRPH LQFRPH DW UHGXFHG UDWHYV DQG WD[ FUHGLWYV
,QFRPH WD[HG DW EDQN VXUFKDUJH UDWH
'"HIHUUHG WD[ DPRXQWY SUHYLRXVO\ QRW UHFRJQLVHG
&KDQJH LQ WD[ UDWH ¢}

7D[ FKDUJH

7KH FXUUHQW WD[ DVVEW RUMIWD[ UHFRYHUDEOH IURP +05& 7KH FXUURQW WW[ O
DPRXQWYV GXH WR RWKHU 8. VXEVLGLDULHV IRU WD[ ORVVHV VXUUHQGHUHG DV JU

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

3LOODU 7ZR

7KH PHPEHU FRXQWULHV RI WKH 2(&" * ,QFOXVLYH )UDPHZRUN KDYH DJUHHG WK
PLQLPXP HIIHFWLYH WD[ UDWH 7KH 3LOODU 7ZR OHJLVODWLRQ KDV EHHQ HQDF'
*URXS RSHUDWHY 7KH OHJLVODWLRQ ZLOO EH HIIHFWLYH IRU $,% 8. *URXSxV IL
H[SHFWHG WKDW WKHVH FKDQJHV ZLOO KDYH D PDWHULDO LPSDFW RQ $,% 8. *UR>

$,% 8. *URXS LV PRQLWRULQJ LWV H[SRVXUH WR WKH 3LOODU 7ZR OHJLVODWLF
DVVHVVPHQW LQGLFDWHYV WKDW LI WKH 3LOODU 7ZR OHJLVODWLRQ KDG DSSOLHG
WKH 8. ZRXOG KDYH EHHQ DERYH IRU WKH SXUSRVHV RI WKH WUDQVLWLRQDO V
QR H[SRVXUH WR DGGLWLRQDO WD[HV XQGHU 3LOODU 7ZR

7TUDQVIHU RI ILQDQFLDO DVVHWYV

&RQWLQQROYHPHGWUHFRIQLVHG ILQDQFLDO DVVHWYV

7UDQVIHUVSWRRD,® ODQDJHPHQW /LPLWHG 8./0

,Q DQG $,% 8. WUDQVIHUUHG FHUWDLQ LPSDLUHG DQG YXOQHUDEOH ORD
ORDQV ZHUH GHUHFRJQLVHG E\ $,% 8. +RZHYHU $,% 8. UHWDLQV VHUYLFLQJ U]
DVVHWY ZKLFK UHSUHVHQWY FRQWLQXLQJ LQYROYHPHQW ZLWK WKRVH DVVHWV ¢
FDVK IORZV RQ WKH WUDQVIHUUHG DVVHWV RQ EHKDOI RI 8./0 DQG LQ UHWXUQ $
IRU SHUIRUPLQJ WKH VHUYLFLQJ Rl WKHVH DVVHWY VHH QRWH

6DOH RI DVVHWYV WR WKLUG SDUWLHYV

$,% 8. *URXS VROG D SRUWIROLR RI QRQ SHUIRUPLQJ ORDQV LQ 'HFHPEHU DQ
ERRN YDOXH RI'd P LQ 7KH ORDQV ZHUH GHUHFRJQLVHG DW WKH GDWH RI VI
RQ EHKDOI RI WKH SXUFKDVHU XQWLO WUDQVLWLRQ ZDV FRPSOHWHG LQ

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
$,% 8. *URXS WUDQVDFWYV GHULYDWLYHV IRU WZR SULPDU\ SXUSRVHV WR SURY|I
PDQDJH DQG KHGJH $,% 8. *URXSxV RZQ ULVNV 'HULYDWLYH LQVWUXPHQWYV DI
GHULYHG IURP SULFH PRYHPHQWYV LQ XQGHUO\LQJ DVVHWV LQWHUHVW UDWHV I

ORVW RI $,% 8. *URXSxV GHULYDWLYH WUDQVDFWLRQV UHODWH WR VDOHV DFWL
SURGXFWV WR FXVWRPHUV WR HQDEOH WKHP WR UHGXFH FXUUHQW RU H[SHFWHC
ZLWK $,% SOF WKDW HQDEOH $,% 8. *"URXS WR FORVH RXW WKH ULVNV DULVLQJ IU

2WKHU GHULYDWLYHYV FODVVLILHG DV KHOG IRU WUDGLQJ LQFOXGH GHULYDWLYH
GR QRW PHHW WKH FULWHULD IRU KHGJH DFFRXQWLQJ XQGHU ,)56

*DLQV DQG ORVVHV IURP FKDQJHV LQ WKH IDLU YDOXH RI GHULYDWLYHV WKDW G
LQHIIHFWLYH SRUWLRQ RI TXDOLI\LQJ KHBGHWQW WEHILYD I/Q B HR/W BBl ILIQDRUFWB G LG

+HGJLQJ GHULYDWLYHV
,Q DGGLWLRQ WR PHHWLQJ FXVWRPHU QHHGYV $,% 8. *URXSxV SULQFLSDO REMHF
RWKHU WKDQ WUDGLQJ LV WKH PDQDJHPHQW RI LQWHUHVW UDWH ULVNV

7KH RSHUDWLRQV RI $,% 8. *URXS DUH H[SRVHG WR LQWHUHVW UDWH ULVN DULVL
UHSULFH DW GLIIHUHQW WLPHV RU LQ GLIIHULQJ DPRXQWYVY 'HULYDWLYHYV DUH XV
DVVHWY DQG OLDELOLWLHYV LQ D FRVW HIILFLHQW PDQQHU 7KLV IOH[LELOLW\
PDQDJHPHQW REMHFWLYHYV

7KH DFFRXQWLQJ WUHDWPHQW RI KHGJH WUDQVDFWLRQV YDULHV DFFRUGLQJ WF
W\SH Rl KHGJH WUDQVDFWLRQV 'HULYDWLYHV PD\ TXDOLI\ DV KHGJHV IRU DFFF
FDVK IORZ KHGJHV RU QHW LQYHVWPHQW KHGJHV

:LWK UHVSHFW WR H[FKDQJH UDWH DQG LQWHUHVW UDWH FRQWUDFWYV WKH QF
LQGLFDWH WKH QRPLQDO YDOXH RI WUDQVDFWLRQV RXWVWDQGLQJ DW WKH \HDU

&DVK IORZ KHGJHV

$,% 8. *URXS LV H[SRVHG WR YDULDELOLW\ LQ IXWXUH LQWHUHVW FDVK IORZV
LOQOWHUHVW DW YDULDEOH UDWHV RU ZKLFK DUH H[SHFWHG WR EH UH IXQGHG RU
IXWXUH FDVK IORZV UHSUHVHQWLQJ ERWK SULQFLSDO DQG LQWHUHVW IORZV D
OLDELOLWLHV RQ WKH EDVLV RI WKHLU FRQWUDFWXDO WHUP DQG RWKHU UHO
GHIDXOWYV

7KH DJJUHJDWH SULQFLSDO EDODQFHVY DQG LQWHUHVW FDVK IORZV DFURVV DO
JDLQV DQG ORVVHV RQ WKH HIIHFWLYH SRUWLRQV RI GHULYDWLYHV GHVLJQDWH
GLUHFWO\ LQ HTXLW\ DV JDLQV RU ORVVHV QRW UHFRJQLVHG LQ WKH LQFRPH VW
ZKHQ WKH IRUHFDVW FDVK IORZV DIIHFW QHW SURILW RU ORVYV

7KH JDLQV DQG ORVVHV RQ LQHIIHFWLYH SRUWLRQV RI VXFK GHULYDWLYHY DUH L

7KH QHW PRYHPHQW LQ GHULYDWLYHV GHVLJQDWHG DV FDVK IORZ KHGJHV UHFR
FRPSUHKHQVLYH LQFRPW GKKWLRXW LQ QRWH

BBBEBBBBEBBBBEBBBBEBBEBBEBEBEBBEBEBBBEBEBBEBEBEBBBBEBEBBEBEBBEBEBEBBBEBBBB
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$00 GHULYDWLYH ILQDQFLDO LQVWUXPHQWY KHOG DUH RYHU WKH FRXQWHU 276

$,% 8. *URXS XVHV WKH VDPH FUHGLW FRQWURO DQG ULVN PDQDJHPHQW SRC
FRPPLWPHQWYV DV LW GRHV IRU RQ EDODQFH VKHHW OHQGLQJ LQFOXGLQJ FRXQW
SURFHGXUHV ,Q DGGLWLRQ GHULYDWLYH LQVWUXPHQWYV DUH VXEHWHFRM EMB W& +
WKH 5LVN PDQDJHPHQW VHFWLRQ

7KH FRQFHQWUDWLRQ RI H[SRVXUHV RI $,% *URXS 8. LQdAdHVEHFW RI QRWLRQDO
DQG SRVLWLYH IDLU YDOXH RI LOQOWHPRQWUBREBWN DQG dH[PKDRUH UDWWKH 8. D)\
FROQFHQWUDWLRQVY DUH EDVHG SULPDULO\ RQ WKH ORFDWLRQ RI WKH RIILFH UHFI

7KH IROORZLQJ WDEOH SUHVHQWYVY WKH QRWLRQDO SULQFLSDO DPRXQW RI LQ\
FROQWUDFWYV WRIJHWKHU ZLWK WKH SRVLWLYH DQG QHIJDWHFHPIDPHU FQGXHV DWWD

1IRWLRQDODLU YDOXHV 1RWLRQDODLU YDOXHYV
SULQFLSBOVHWVDELOLWISHMQFLS®OVHWNYDELOLWLHYV
DPRXQW DPRXQW

dP dpP dpP dP dP dP

'"HULYDWLYHVY KHOG IRU WUDGLQJ
,QWHUHVW UDWH GHULYDWLYHV 27&
,QWHUHVW UDWH VZDSV

,QWHUHVW UDWH RSWLRQV ERXJKW
DQG VROG

7TRWDO LQWHUHVW UDWH GHULYDWLYHV

JRUHLJQ H[FKDQJH GHULYDWLYHV
27&

JRUHLJQ H[FKDQJH FRQWUDFWYV
7TRWDO IRUHLJQ H[FKDQJH GHULYDWLYHV

7TRWDO GHULYDWLYHYV KHOG IRU WUDGLQJ

'"HULYDWLYHVY KHOG IRU KHGJLQJ

'"HULYDWLYHYV GHVLIJQDWHG DV FDVK
IORZ KHGJHV 27&

,QWHUHVW UDWH VZDSV

7TRWDO GHULYDWLYHV GHVLIJQDWHG DV
FDVK IORZ KHGJHV

7TRWDO GHULYDWLYHV KHOG IRU KHGJLQJ

7TRWDO GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV
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&DUU\LQJ DPRXQW

dpP
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+HGJHG LWHPV

,QWHUHVW UDWH ULVN
7KH SRUWLRQ WKDW LV RIIVHW E\ WKH FKDQJH LQ WKH FDVK IORZ KHGJLQJ UHVHUYHV LV UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH L

7KH FDVK IORZ KHGJLQJ UHVHUYHVY DUH DGMXVWHG WR WKH ORZHU Rl HLWKHU WKH FXPXODWLYH JDLQ RU ORVV RU WKH FXPXODWLY |
BBEBEBBBBBEBEBBBBEBBBBBEEBBBBEEBBBBEEEBEBBBEEBEEBBBBEEEBBBBEBEBBBBEEBEBBBEEBBBBEEBEBEBBEBEEBBBBEEBBBBEEEBBBBEBBBBBBB

,QWHUHVW UDWH ULVN
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+HGJHG LWHPV
7KH SRUWLRQ WKDW LV RIIVHW E\ WKH FKDQJH LQ WKH FDVK IORZ KHGJLQJ UHVHUYHV LV UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH L

7KH FDVK IORZ KHGJLQJ UHVHUYHYVY DUH DGMXVWHG WR WKH ORZHU RI

E

,QWHUHVW UDWH ULVN
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&DVK IORZ KHGJHV
7KH WDEOH EHORKKMBWHWGRKXIMWK IORZV ZKLFK DUH H[SHFWHG WR RFFXU LQ WKH IR
KHGJHG FDVK IORZV ZKLFK DUH H[SHFWHG WR LPSDFW WKH LQFRPH VWDWHPHQW |

$,% 8. *URXS $,% 8.

LWKLQ %H WZHHQ%)HWZHH((DRUH WKDQ 7TRWDO
\HDUDQG \HDYG \HDUV \HDUYV
dP dP dP dP dP

JRUHFDVW UHFHLYDEOH FDVK IORZV
JRUHFDVW SD\DEOH FDVK IORZV

$,% 8. *URXS $,% 8.

LWKLQ \HPHWZHHQ@HWZHHQRUH WKDQ 7TRWDO
DQG \HDG \HDUV \HDUV
dP dP dP dP dP

JRUHFDVW UHFHLYDEOH FDVK IORZV
JRUHFDVW SD\DEOH FDVK IORZV

JRU $,% 8. *URXS WKH LQHIIHFWLYHQHVYV UHIOHFWHG LQ WKH LQFROHOVWDWHPHC
dQLO

3D\ IL[HG FDVK IORZ KHGJHV DUH XVHG WR KHGJH WKH FDVK IORZV RQ YDULDE(
KHGJHVY DUH XVHG WR KHGJH WKH FDVK IORZV RQ YDULDEOH UDWH DVVHWYV

7KH WRWDO DPRXQW UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH QHW RI W
d P ORWV d P

IHWWIL@QDQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH VKRZQ RQ WKH VWDWHPHQW RI ILQD
IDLU YDOXH DUH UHSRUWHG DV DVVHWY DQG WKRVH ZLWK D QHIJDWLYH IDLU YDO X

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

/JRDQV DQG DGYDQFHV WR EDQNYV

$,% 8. *URXS $,% 8.

dP dP

$W DPRUWLVHG FRVW
)XQGV SODFHG ZLWK FHQWUDO EDQNYV
)XQGV SODFHG ZLWK RWKHU EDQNYV

/JRVV DOORZDQFH QRWH o) o]
7RWDO ORDQV DQG DGYDQFHV WR EDQNV

$PRXQWV LQFOXGH
'XH IURP $,% SOF DQG IHOORZ VXEVLGLDULHV

(IWHUQDO UDWLQJ

$$ $%

$ $%

%%% %%% %% %% o)

8QGHU UHYHUVH UHSXUFKDVH DJUHHPHQWYV $,% 8. *URXS FDQ DFFHSW FROODWH
DEVHQFH RI GHIDXOW E\ WKH RZQHU RI WKH FROODWHUDO dQROFRIOD DWNMBBBPW
JRYHUQPHQW VHFXULWLHV HRLEROADDWHHBOHGIHG WR WKH %DQN RI (QJODQG
PHPEHUVKLS

$PRXQWY GXH IURP $,% SOF DQG IHOORZ VXEVLGLD UWHHYPEHUHDRQWYHVWHGDNRU D
GHWHUPLQHG WKDW WKH (&/ RQ WK'HH EIQRMEHUFRP S DDQ\LORIDQ® DW

/IRDQV DQG DGYDQFHV WR FXVWRPHUYV

$,% 8. *URXS $,% 8.

dpP dP

$W DPRUWLVHG FRVW
/IRDQV DQG DGYDQFHV WR FXVWRPHUYV
$PRXQWVY UHFHLYDEOH XQGHU ILQDQFH OHDVHVY DQG KLUH SXUFKDVH FRQWUDFW

/IRVV DOORZDQFH QRWH
7TRWDO ORDQV DQG DGYDQFHV WR FXVWRPHUV

$PRXQWV LQFOXGH
‘XH IURP $,% SOF DQG IHOORZ VXEVLGLDULHV

$PRXQWV GXH IURP $,% SOF DQG IHOORZ VXEVLGLDULFHYPEHUHDRWGYHV,WHGDI\RU D¢
GHWHUPLQHG WKDW WKH (&/ RQ WK'Hi E@MEHLUFRP 8 DI@\LORIDQ® DW

JXUWKHU GLVFORVXUHY UHOHYDQW WR $,% 8. *URXSxV ORDQV DQ&UBGY.IM BHVNW
GLVFORVXUHV

BBBEBBBBEBBBBEBBEBBEBEBBBBEBBBBEBBBBEBEBBEBBEBBEBEBBEBEBBEBEBEBBBBBBB
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$SPRXQWYV UHFHLYDEOH XQGHU ILQDQFH OHDVHVY DQG KLUH
7KH IROORZLQJ EDODQFHV SULQFLSDOO\ FRPSULVH RI OHDVLQJ DUUDQJHPHQWYV
SODQW PDFKLQHU\ DQG HTXLSPHQW

$,% 8. *'URXS $,% 8.

dpP dP

*URVV UHFHLYDEOHYV

1RW ODWHU WKDQ \HDU

/IDWHU WKDQ \HDU DQG QRW ODWHU WKDQ \HDUV

/IDWHU WKDQ \HDUV DQG QRW ODWHU WKDQ \HDUV

/IDWHU WKDQ \HDUV DQG QRW ODWHU WKDQ \HDUV

/IDWHU WKDQ \HDUV DQG QRW ODWHU WKDQ \HDUV

/IDWHU WKDQ \HDUV o)
7RWDO JURVV UHFHLYDEOHYV

8QHDUQHG IXWXUH ILQDQFH LQFRPH

BUHVHQW YDOXH RI PLQLPXP SD\PHQWYV

(&/ DOORZDQFH IRU XQFROOHFWLEOH PLQLPXP SD\PHQWV UHFHLYDEOH

,QFOXGHG LQ WKH (&/ DOORZDQFH RQ ORDQV DQG DGYDQFHV WR FXVWRPHUV QRWH

/IRVV DOORZDQFH RQ ILQDQFLDO DVVHWYV

7KH IROORZLQJ WDEOH VKRZV WKH PRYHPHQWY LQ WKH H[SHFWHG EUHGLW ORVV
LV GLVFORVHG LQ WKH *URVV ORDQV DQG &&HBR WHE H\QWEMHID 5 QRWH

$,% 8. *'URXS $,% 8.

dP dpP

$W -DQXDU\

1HW UHPHDVXUHPHQW RI ORVV DOORZDQFH FXVWRPHUV QRWH
&KDQJHV LQ ORVV DOORZDQFH GXH WR ZULWH RIIV

&KDQJHV LQ ORVV DOORZDQFH GXH WR GHUHFRJQLWLRQ

2WKHU o]
$W '"HFHPEHU

$PRXQW LQFOXGHG LQ ILQDQFLDO DVVHWV PHDVXUHG DW DPRUWLVHG FRVW
/RDQV DQG DGYDQFHV WR EDQNYV o) o)
/RDQV DQG DGYDQFHV WR FXVWRPHUV

$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU LPSDLUPHQW RI IKQOQWLBORNVVHRYL Q!
FRQWLQXRXV SURFHVVY SURYLVLRQ DGHTXDF\ LV IRUPDOO\ UHYLHZHG LQ $,% 8.
RYHUDOO SURYLVLRQ UHTXLUHPHQW DFURVVY DOO FUHGLW SRUWIROLRYV

BBEBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBEBBBBBBBBBBBBBBBBBBBB
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&UHGLW ULVN GLVFORVXUHYV
&UHGLW ULVN PDQDJHPHQW REMHFWLYHV DUH WR
(VWDEOLVK DQG PDLQWDLQ D FRQWURO IUDPHZRUN
&RQWURO DQG SODQ FUHGLW ULVN WDNLQJ LQ OLQH ZLWK H[WHUQDO VWDNHKR
,GHQWLI\ DVVHVV DQG PHDVXUH FUHGLW ULVN FOHDUO\ DQG DFFXUDWHO\ DFUR
ORQLWRG UHSRUW FKDQJHV G & HUHIEAHVWR. \DN IDHHIG DFRQWUROV

Q-

D OHDVXUHPHQW PHWKRGRORJLHY DQG MXGJHPHQWYV

$,% 8. *URXS LQ HVWLPDWLQJ LWV (& DOORZDQFH GRHV VR LQ OLQH ZLWK WKH |
E\ WKH ,QWHUQDWLRQDO )LQDQFLDO )1HIRAFNDQJ, @ WWIIJHE BRM@EVQ\G,DEEG 7KLV PRGH(
WLPHO\ UHFRJQLWLRQ RI (& DFURVV $,% 8. *URXS 7KH VWDQGDUG GRHV QRW ¢
HVWLPDWLQJ (& DOORZDQFHV EXW VWUHVVHV WKDW WKH DSSURDFK PXVW UHIOF
$Q XQELDVHG DQG SUREDELOLW\ ZHLJKWHG DPRXQW WKDW LV GHWHUPLQHG E\ }
8QGHUO\LQJ PRGHOV VKRXOG EH SRLQW LQ WLPH DQG IRUZDUG ORRNLQJ O UHFI
7KH (&/ PXVW UHIOHFW WKH WLPH YDOXH RI PRQH\

$ OLIHWLPH (&/ LV FDOFXODWHG IRU ILQDQFLDO DVVHWV LQ 6WDJHV DQG DQt
7KH (&/ FDOFXODWLRQ PXVW LQFRUSRUDWH UHDVRQDEOH DQG VXSSRUWDEOH L
HIIRUW DW WKH UHSRUWLQJ GDWH DERXW SDVW HYHQWV FXUUHQW FRQGLWLRQ

QO O

7KH VWDQGDUG GHILQHVY FUHGLW ORVV DV WKH GLIIHUHQFH EHWZHHQ DOO FR(
DFFRUGDQFH ZLWK WKH FRQWUDFW DQG DOO WKH FDVK IORZV WKDW WKH HQWLW
DW WKH RULJLQDO HIIHFWLYH LQWHUHVW UDWH RU DQ DSSUR[LPDWLRQ WKHUHRI

(&/V DUH GHILQHG LQ WKH VWDQGDUG DV WKH ZHLJKWHG DYHUDJH RI FUHGLW O
ZLWK ZHLJKWV DVVLJQHG EDVHG RQ WKH SUREDBUGLIWG RIVWDR P W HHQ DRULHRGR BF B
OLIH RI D ILQDQFLDO LQVWUXPHQW

7KH (& PRGHO DSSOLHV WR ILQDQFLDO LQVWUXPHQWY PHDVXUHG DW DPRUWLVHC
LQFRPH ,Q DGGLWLRQ WKH (& DSSURDFK DSSOLHV WR OHDVH UHFHLYDEOHV OF
WKDW DUH QRW PHDVXUHG DW IDLU YDOXH WKURXJK SURILW RU ORVV

$ NH\ SULQFLSOH RI WKH (& PRGHO LV WR UHIOHFW DQ\ UHODWLYH GHWHULRUD
LQVWUXPHQWY RFFXUULQJ H BHIPXOWE H G MWKH RILRKHI(EQ MDPRXKQW UHFRJIQLVHG I
DOORZDQFH RU SURYLVLRQ GHSHQGV RQ WKH H[WHQW Rl FUHGLW GHWHULRUDWL
FUHGLW ULVN SDUDPHWHUYV

%DVHV RI PHDVXUHPHQW
8QGHU WKH VWDQGDUG WKHUH DUH WZR PHDVXUHPHQW EDVHV
PRQWK (&/ 6WDJH ZKLFK DSSOLHV WR DOO ILQDQFLDO LQVWUXPHQWYV IUR
QR VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN DQG
/LIHWLPH (&/ 6WDJHV DQG DQG 32&, ZKLFK DSSOLHV ZKHQ D VLJQLILFDQW
RQ DQ DFFRXQW 6WDJH DQ DFFRXQW KDV EHHQ LGHQWLILHG DV EHLQJ FU
PHHWV WKH SXUFKDVHG RU RULJLQDWHG FUHGLW LPSDLUHG 32&, FULWHULD

6WDJLQJ
J)LQDQFLDO DVVHWY DUH DOORFDWHG WR VWDJHV GHSHQGHQW RQ FUHGLW TXDO
DVVHW FDQ RQO\ RULJLQDWH LQ HLWKHU 6WDJH RU 32&,

&UHGLW ULVN DW RULJLQDWLRQ

&UHGLW ULVN DW RULJLQDWLRQ LV D NH\ LQSXW LQWR WKH VWDJLQJ DOORFD
GHWHUPLQHG E\ WKH GDWH RQ ZKLFK $,% 8. *URXS EHFDPH LUUHYRFDEO\ FRPP|
DFFRXQW ZDV ILUVW JUDGHG RQ DQ DSSURSULDWH PRGHO

JRU XQGUDZQ FUHGLW IDFLOLWLHV $,% 8. *URXS XVHV WKH GDWH RI RULJLQDYV
LUUHYRFDEOH FRQWUDFWXDO DUUDQJHPHQWY RU LUUHYRFDEOH FRPPLWPHQW )
FRPSRQHQWYV WKH GDWH RI RULJLQDWLRQ LV WKH VDPH IRU ERWK

$,% 8. *URXS XVHV EHVW DYDLODEOH LQIRUPDWLRQ IRU IDFLOLWLHV ZKLFK RULJL
EHLQJ LQ SODFH

JRU DFFRXQWY WKDW RULJLQDWHG SULRU WR -DQXDU\ D QHXWUDO YLHZ RI \

ZKHUH PDFURHFRQRPLF YDULDEOHYV DUH XVHG LQ WKH /LIHWLPH 3" PRGHOV ORC
IRUHFDVWYV
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6WDJH FKDUDFWHULVWLFV
2EOLJDWLRQV DUH FODVVLILHG 6WDJH DW RULJLQDWLRQ XQOHVV 32&, ZLWK D
UHPDLQ LQ 6WDJH XQOHVV WKHUH KDV EHHQ D VLJQLILFDQW LQFUHDVH LQ FUHG

$FFRXQWY FDQ DOVR UHWXUQ WR 6WDJH LI WKH\ QR ORQJHU PHHW HLWKHU WKH
WKH DSSURSULDWH STRIEIXWQR BI. @QH ZILRVKVUHJIXODWRU\ UHTXLUHPHQWYV

6WDJH FKDUDFWHULVWLFV
2EOLJDWLRQV ZKHUH WKHUH KDV EHHQ D OVLJQLILFDQW LQFUHDVH LQ FUHGLW |
REMHFWLYH HYLGHQFH RI FUHGLW LPSDLUPHQW DUH FODVVLILHG DV 6WDJH )JRU

$,% 8. *"URXS DVVHVVHV DW HDFK UHSRUWLQJ GDWH ZKHWKHU D VLJQLILFDQW LQ
REOLJDWLRQV VLQFH WKHLU LQLWLDO UHFRJQLWLRQ 7KLV DVVHVVPHQW LV SHUI
OHYHO ,I WKH LQFUHDVH LV FRQVLGHUHG VLJQLILFDQW WKH REOLJDWLRQ ZLOO
ZLOO DSSO\ WR WKH REOLJDWLRQ ,I WKH FKDQJH LV QRW FRQVLGHUHG VLJQLIL]
DSSO\ DQG WKH REOLJDWLRQ ZLOO UHPDLQ LQ 6WDJH

6,&85 DVVHVVPHQW
$,% 8. *URXS V 6,&5 DVVHVVPHQW LV GHWHUPLQHG EDVHG RQ ERWK TXDQWLWDWL

AXDQWLWDWLYKIPMHPMRVXUH UHIOHFWY DQ DULWKPHWLF DVVHVVPHQW RI WKH FKI
WKH SUREDELOLW\ RI GHIDXOW $,% 8. *URXS FRPSDUHV HDFK REOLJDWLRQxV D
RULJLQDWLRQ OLIHWLPH SUREDELOLW\ RI GHIDXOW /173" VHH &UHGLW ULVN

ZHLJKWHG UHVLGXDO /73' DW WKH UHSRUWLQJ GDWH ,I WKH GLIIHUHQFH EHWZHH
RI 6,&85 $,% 8. *URXS WUDQVIHUV WKH ILQDQFLDO REOLJDWLRQ LQWR 6WDJH

GHWHULRUDWLRQ RI WKH LQGLYLGXDO REOLJDWLRQ RU GXH WR PDFURHFRQRPLF
GHWHUPLQHG WKDW DQ DFFRXQW KDV PHW WKH TXDQWLWDWLYH PHDVXUH LI WKH
GRXEWKH DYHUDJH UHVLGXDO /73' DW RULJLQDWLRQ DQG WKH GLIIHUHQFH EHWZ
FDVH RI UHVLGHQWLDO PRUWJDJHY 7KH DSSURSULDWHQHVYV RI WKLY WKUHVKROG

AXDOLWDWLY HKLNWDREKDWXUH UHIOHFWY WKH DVVHVVPHQW RI WKH FKDQJH LQ FUH
PDQDJHPHQW DQG WKH LQGLYLGXDO FKDUDFWHULVWLFV Rl WKH ILQDQFLDO DVV}
FKDQJH LQ FUHGLW TXDOLW\ WKDW PD\ QRW EH DOUHDG\ FDSWXUHG E\ WKH TXD(
SUR DFWLYH FUHGLW PDQDJHPHQW LQFOXGLQJ PRQLWRULQJ RI DFFRXQW DFWLY
FOLHQW EHKDYLRXU DQG FRJQLVDQFH RI LQGXVWU\ DQG HFRQRPLF WUHQGYV

7KH FULWHULD IRU WKLV TXDOLWDWLYH WULJJHU LQFOXGH IRU H[DPSOH

4a$ GRZQJUDGH WR ZDWFK JUDGH Rl WKH ERUURZHUxV IDFLOLW\xV FUHGLW JUDG|
RQ WKHVH DFFRXQWV DQG RU

JRUEHDUDQFH KDV EHHQ SURYLGHG DQG WKH DFFRXQW LV ZLWKLQ WKH SUREDW

Q-

/IHQGHU DVVHVVHG 6,&5 WULJJHUV )RU QRQ UHWDLO SRUWIROLRYVY D VXLWH RI
DSSURSULDWH DQG WLPHO\ LGHQWLILFDWLRQ RI LQFUHDVHG FUHGLW ULVN ZKLF!

7KH FULWHULD IRU WKLY OHQGHU DVVHVVHG WULJJHU LQFOXGH IRU H[DPSOH

a$ SRVW GLVWUHVVHG UHVWUXFWXUH SD\PHQW GHIDXOW RFFXUV ZKHUH WKH ERL

a$ PDWHULDO DGYHUVH HYHQW KDV RFFXUUHG IRU WKH ERUURZHU ZKLFK PD\ L
DGYHUVH SXEOLFLW\ ZKLFK UDLVHV FRQFHUQV RYHU WKH YLDELOLW\ RI D EXVL
UDLVHV FRQFHUQV RYHU WKH VWUDWHJ\ YLDELOLW\ RI WKH EXVLQHVYV RU VLJQI
QRW OLPLWHG WR HFRQRPLF RU PDUNHW YRODWLOLW\ FKDQJHV LQ OHJLVODWL
DFFHVV WR PDUNHWYV ZKHUH WKH ILQDQFLDO LPSDFW WR WKH ERUURZHU LV GH

%DFNVWRS L& @ BDWRRXS KDV DGRSWHG WKH UHEXWWDEOH SUHVXPSWLRQ ZLWKL
SDVW GXH UHSUHVHQW D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN

:KHUH 6,&5 FULWHULDPBIUW IQHR BOARFRXHQUV FDQ H[LW 6WWDHHVERBIEGHEMWWYKBQF RFRS OH YV
SUREDWLRQ SHULRG LI DSSOLFDEOH
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6WDJH FKDUDFWHULVWLFV

'"HIDXOWHG ORDQV ZLWK WKH H[FHSWLRQ RI QHZO\ RULJLQDWHG ORDQV WKDW Dl
DQG DOORFDWHG WR 6WDJH KHUH GHIDXOW FULWHULD DUH QR ORQJHU PHW
SHULRG LQ OLQH ZLWK UHJXODWRU\ UHTXLUHPHQWYV

7KH NH\ FULWHULD UHVXOWLQJ LQ D FODVVLILFDWLRQ RI GHIDXOW DUH

a :KHUH $,% 8. *URXS FRQVLGHUV D ERUURZHU WR EH XQOLNHO\ WR SD\ WKHLU
UHJDUGOHVV RI WKH H[LVWHQFH RI DQ\ SDVW GXH DPRXQW RU

a 7KH ERUURZHU LV GD\V RU PRUH SDVW GXH RQ DQ\ PDWHULDO ORDQ GD\ I

SULQFLSDO LQWHUHVW RU IHH KDV QRW EHHQ SDLG E\ D ERUURZHU DW WKH GD

,GHQWLILFDWLRQ RI QRQ SHUIRUPLQJ H[SRVXUHV DQG XQOLNHOLQHVV WR SD\ DU
DQG &UHGLW ,PSDLUPHQW SROLF\

OHDVXUHPHQW RI H[SHFWHG FUHGLW ORVYV

7KH PHDVXUHPHQW RI (&/ LV HVWLPDWHG WKURXJK RQH RI WKH IROORZLQJ DSSUR

L 6WDQGDUG DSSURDFK 7KLV DSSURDFK LV XVHG IRU WKH PDMRULW\ RI H[S
3UREDELOLW\ RI 'HIDXOW O 3' /RVV *LYHQ 'HIDXOW O /*' ([SRVXUH DW 'HIDX
GHYHORSHG LQ OLQH ZLWK VWDQGDUG PRGHOOLQJ PHWKRGRORJ\ ZKLFK LV V|
JUDPHZRUN DQG KDV EHHQ DSSURYHG E\ WKH UHOHYDQW JRYHUQDQFH IRUXP
DSSURYHG LQ OLQH ZLWK WKH 3DUHQW *URXSxV ORGHO *RYHUQDQFH )UDPHZRU

LL6LPSOLILHG DSSURDFK )RU LPPDWHULDO SRUWIROLRV $,% 8. *URXS KDV IRO
FRQVLVWY RI DSSO\LQJ SRUWIROLR OHYHO (&/ DYHUDJHV GUDZQ IURP VLPLOL
LQGLYLGXDO SDUDPHWHUV 7KHVH JHQHUDOO\ UHODWH WR SRUWIROLRV ZKHU
GXH WR LPPDWHULDOLW\ ORZ YROXPHV RU ZKHUH WKHUH DUH QR XQGHUO\I
DYDLODEOH IRU WKHVH SRUWIROLRVY D QRQ VWDQGDUG DSSURDFK WR VWDJLC
DORQJ ZLWK WKH GD\V SDVW GXH EDFN VWRS

LLLLVFRXQWHG FDVK IORZV '&)V $VVHWY DUH JURXSHG WRJHWKHU DQG PRGHC
ZLWK WKH H[FHSWLRQ RI WKRVH 6WDJH DVVHWVY ZKHUH D '&) LV XVHG '&)V D
IRU 6WDJH FUHGLW LPSDLUHG H[SRVXUHV ZKHUH JURVV FUHGLW H[SRVXUH LV

d PLOOLRQ WK '&«) DVVHVVPHQW SURGXFHV D EDVH FDVH (&/ DQG WKH LF
DSSOLHG DV D 30 VHHXO WIS OH '&)V DUH FDSWXUHG ZKHUH JURVV FUHGLW HJ
WKH FDVH VSHFLILF LPSDFWV RI XS DQG GRZQVLGH VFHQDULRYV IRU WKHVH KLJ

&ROODWHUDO YDOXDWLRQVY DQG WKH HVWLPDWHG WLPH WR UHDOLVDWLRQ RI |
*URXS LQFRUSRUDWHY IRUZDUG ORRNLQJ LQIRUPDWLRQ LQ WKH DVVHVVPHC
DVVHVVPHQW SURFHVV :KHUH D VLQJOH '&) LV XWLOLVHG WKLV DVVHVVPHQ\
DGMXVWHG WR LQFRUSRUDWH WKH LPSDFW RI PXOWLSOH VFHQDULRYV RQ WKH I
(& PRGHOOHG VHQVLWLYLWLHYV LQ WKH VDPH VLPLODU SRUWIROLR :KHUH D L
')V WKHVH DUH SUREDELOLW\ ZHLJKWHG WR SURGXFH WKH ILQDO (&/ $Q DG
(& WR HQVXUH D PLQLPXP OHYHO RI (&/ LV PDLQWDLQHG

LY ODQDJHPHQW MXGJHPHQW :KHUH WKH HVWLPDWH RI (& GRHV QRW DGHTXDW
LQIRUPDWLRQ DERXW WKH UDQJH RI SRVVLEOH RXWFRPHV RU ZKHUH WKHUH L
MXGJHPHQW PD\ EH FRQVLGHUHG DSSURSULDWH IRU DQ DGMXVWPHQW WR (&/
UHOHYDQW DQG VXSSRUWDEOH LQIRUPDWLRQ LQFOXGLQJ EXW QRW OLPLWHG
PDQDJHPHQW H[SHULHQFH 7KH PHWKRGRORJ\ WR LQFRUSRUDWH WKH DGMXVW
RYHU FROODWHUDOLVDWLRQ KHDGURRP DQG VKRXOG QRW UHVXOW LQ D ]JHU
VXSSRUW LV 7KH NH\ MXOHDRHBQE (8 WKWLPDWHY DUH RXWOLQHG LQ WKI
VHFWLRQ SDJH

(IIHFWLYH LQWHUHVW UDWH

7KH (& PXVW LQFRUSRUDWH WKH WLPH YDOXH RI PRQH\ GLVFRXQWHG WR WKH

GHWHUPLQHG DW LQLWLDO UHFRJQLWLRQ RU DQ DSSUR[LPDWLRQ WKHUHRI

a$,% 8. *"URXS XVHV DQ DSSUR[LPDWLRQ DSSURDFK EDVHG RQ WKH DFFRXQW OHY
DSSOLHG WR ERWK GUDZQ DQG XQGUDZQ FRPPLWPHQWYV

a 7KLV DSSURDFK LV VXEMHFW WR DQ DQQXDO DVVHVVPHQW WKDW DOO DSSURJL
PDWHULDO PLVVWDWHPHQW RI WKH (&/

a$ % 8. *"URXS KDV WHVWHG WKH DSSURSULDWHQHVV RI XVLQJ FXUUHQW LQWHUH
UHTXLUHG IRU PHDVXULQJ (&/V 7KLV WHVWLQJ GHWHUPLQHG WKDW XVLQJ WKF
DSSURSULDWH DSSUR[LPDWLRQ
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3ROLF\ HOHFWLRQV DQG VLPSOLILFDWLRQV

/IRZ FUHGLW ULVN H[HPSWLRQ

$,% 8. *URXS XWLOLVHV SUDFWLFDO H[SHGLHQWYV DV DOORZHG E\ ,)56 IRU
LQVWUXPHQWY ZKLFK DUH GHHPHG OORZ FUHGLW ULVNx 7KLV SUDFWLFDO H[SHC
GHWDLOHG DQDO\VLV WKDW WKH FUHGLW ULVN RQ D ILQDQFLDO LQVWUXPHQW KI
ILQDQFLDO LQVWUXPHQW LV GHWHUPLQHG WR KDYH OORZ FUHGLW ULVNx DW WK
6WDJH

8QGHU ,)56 WKH FUHGLW ULVN RQ D ILQDQFLDO LQVWUXPHQW LV FRQVLGHUHG C
WKH ILQDQFLDO LQVWUXPHQW KDV D ORZ ULVN RI GHIDXOW

WKH ERUURZHU KDV D VWURQJ FDSDFLW\ WR PHHW LWV FRQWUDFWXDO FDVK I10F
DGYHUVH FKDQJHV LQ HFRQRPLF EXVLQHVV FRQGLWLRQV LQ WKH ORQJHU WHUP
WKH ERUURZHU WR IXOILO LWV FRQWUDFWXDO FDVK IORZ REOLJDWLRQV

O Q-

7KLY ORZ FUHGLW ULVN H[HPSWLRQ LV DSSOLHG WR SDUWLFXODU DVVHWV ZLWKI
DQG DGYDQFHV WR EDQNV VSHFLILFDOO\ DVVHWYV ZKLFK KDYH DQ LQWHUQDO |
UDWLQJ %%% RU KLJKHU

$,% 8. *URXS DSSOLHV D TXDQWLWDWLYH EDFNVWRS WULJJHU RI WULSOLQJ RI S|
PRYHPHQW RI ESV WR GHWHUPLQH ZKHWKHU DVVHWV VXEMHFW WR WKH ORZ FUI
$GGLWLRQDOO\ LI DQ\ RI VXFK DVVHWY DUH RQ D ZDWFK OLVW EDVHG RQ DJUHHG

6KRUW WHUP FDVK

$,% 8. *URXS V ,)56 ,PSDLUPHQW SROLF\ GRHVY QRW UHTXLUH FDOFXODWLRQ RI D
RWKHU EDQNV ZKLFK KDYH D ORZ ULVN RI GHIDXOW ZLWK D YHU\ ORZ ULVN SURIL
ZRXOG EH LPPDWHULDO JLYHQ WKHVH H[SRVXUHVx VKRUW WHUP QDWXUH DQG WK

/[ HDVH UHFHLYDEOHY DQG WUDGH UHFHLYDEOHYV
JRU OHDVH UHFHLYDEOHV $,% 8. *URXS KDV HOHFWHG WR XVH LWV VWDQGDUG
FDOFXODWLRQ DQG KDV HOHFWHG WR XVH DQ H[SHGLHQW VLPSOLILHG DSSURDFK

,)56  (&/UHGUWARGHOV
7KH ,)56 (& PRGHOV SURYLGH WKH ULVN SDUDPHWHUYV ZKLFK DUH WKH LQSXWYV
XVHG DFURVY DOO 6WDJH DQG 6WDJH DVVHWY SOXV DOO QRQ '&) 6WDJH H[SR

)56 BUWIRBGICRQHDWLRQ

7KH ,)56 PRGHOV DUH GHOLQHDWHG LQWR UHWDLO DQG QRQ UHWDLO SRUWIROL
ULVN SDUDPHWHU HVWLPDWHVY ZKLFK WDNH LQWR DFFRXQW ERUURZHU OHYHO FKI
QRQ UHWDLO SRUWIROLRY SURYLGH PHWULFV ZKLFK DUH HLWKHU ERUURZHU RU F

SBUREDELOLW\ RI GHIDXOW

BUREDELOLW\ RI GHIDXOW  3' LV WKH OLNHOLKRRG WKDW DQ DFFRXQW RU ERU
WKH\ DUH QRW FXUUHQWO\ LQ GHIDXOW IRU HDFK \HDU RI WKH H[SHFWHG FRQW!
WLPH HVWLPDWH ZKLFK LV UHIOHFWLYH RI WKH FXUUHQW DQG H[SHFWHG HFRQRP

7R FDSWXUH WKH DSSURSULDWH ULVN G\QDPLFV DFURVV WKH OLIHWLPH RI WKH H
ODFURHFRQRPLF HIITHFWV FDSWXUHG WKURXJK IDFWRUV VXFK DV XQHPSOR\PHQYV
&URVV VHFWLRQDO ULVN GLVFULPLQDWRUV LQ SDUWLFXODU WKH LQWHUQD
IRUEHDUDQFH DQG GD\V SDVW GXH DQG

6HDVRQLQJ IDFWRUV VXFK DV SURGXFW W\SH GHOLQTXHQF\ DQG IRUEHDUDQFH

Qs Q-

Q-

/IRVV JLYHQ GHIDXOW

/IRVV JLYHQ GHIDXOW [*' LV D FXUUHQW DVVHVVPHQW RI WKH DPRXQW WKDW ZlI
DFFRXQW RI IXWXUH FRQGLWLRQV W FDQ EH WKRXJKW RI DV WKH GLIITHUHQFH E
H[SRVXUH DQG WKH QHW SUHVHQW YDOXH RI IXWXUH FDVK IORZV OHVV DQ\ UHOI
SURFHVV I DQ DFFRXQW UHWXUQV WR SHUIRUPLQJ IURP GHIDXOW H[FOXGLQJ |
SRVW GHIDXOW UHFRYHULHY DUH HTXDO WR RU JUHDWHU WKDQ WKH H[SRVXUH W
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7KH /** PRGHOOLQJ DSSURDFK GHSHQGYV RQ ZKHWKHU WKH IDFLOLW\ KDV XQGHI
VHFEXULW\ 7KH IROORZLQJ VHWV RXW WKH JHQHUDO DSSURDFKHV IRU WKH UHWDL

O 5HWDLO SRUWIROLRYV
JRU XQVHFXUHG ORDQV D FDVK IORZ FXUYH ZKLFK HVWLPDWHV WKH FXPXODW
LV ZULWWHQ RIl RU UHWXUQV WR SHUIRUPLQJ LV XVHG WR HVWLPDWH WKH
HITHFWLYH LQWHUHVW UDWH DQG FRPSDUHG WR WKH FXUUHQW RXWVWDQGLQJ
DQG WKH RXWVWDQGLQJ EDODQFH LV WKH /* XVHG WR HVWLPDWH (&/ :KHUH
UHIOHFW HFRQRPLF FRQGLWLRQV

JRU VHFXUHG ORDQV WKH IROORZLQJ PD\ EH FRQVLGHUHG

a 7KH YDOXH Rl XQGHUO\LQJ FROODWHUDO LV HVWLPDWHG DW WKH IRUHFDVW
PDUNHW SULFH JURZWK IDOOV DQG KDLUFXWV RQ PDUNHW YDOXHV WKDW D!
FRVWY WR FDOFXODWH WKH IXWXUH UHFRYHU\ DPRXQW

a 7KH SRWHQWLDO IRU WKH H[SRVXUH WR EH GHOHYHUDJHG WKURXJK D SRUWI
ZLWK VDPH DQG

a 3DWKV IRU UHWXUQLQJ WR WKH SHUIRUPLQJ SRUWIROLRV VXFK DV IRUEHDUDC

O 1RQ UHWDLO SRUWIROLRYV
JRU XQVHFXUHG ORDQV FKDUDFWHULVWLFV VXFK DV ERUURZHU VHFWRU DQG
XQGHU WKH VDPH FXVWRPHU JURXS DUH XVHG WR GHWHUPLQH IXWXUH ORVVH
UHFRYHULHYV

JRU VHFXUHG ORDQV WKH YDOXH RI WKH XQGHUO\LQJ SURSHUW\ FROODWHUDC(
HVWLPDWH WKH (&/ EDVHG RQ KLVWRULFDO H[SHULHQFH RI GLVFRXQWHG UHFRY

([SRVXUH DW GHIDXOW

(ISRVXUH DW GHIDXOW ($' LV GHILQHG DV WKH H[SRVXUH DPRXQW WKDW ZLOO
ZLOO FRPSULVH FKDQJHV LQ WKH H[SRVXUH DPRXQW EHWZHHQ WKH UHSRUWLQJ
PD\ EH GXH WR UHSD\PHQWYVY LQWHUHVW DQG IHHV FKDUJHG DQG DGGLWLRQDO Gl

BUHSD\PHQWYV

JRU WHUP FUHGLW SURGXFWYVY SUHSD\PHQW RFFXUV ZKHUH D FXVWRPHU IXOO\ SU
WHUP )RU UHYROYLQJ FUHGLW SURGXFWV OSUHSD\PHQWx LV GHILQHG DV WKH F
WKDW WKH DFFRXQW ZDV QRW LQ GHIDXOW SULRU WR FORVXUH

BUHSD\PHQW LV XVHG LQ WKH OLIHWLPH (&/ FDOFXODWLRQ IRU 6WDJH ORDQV
FXVWRPHUV WKDW SUHSD\ HDFK \HDU

"HWHUPLQLQJ WKH SHULRG RYHU ZKLFK WR PHDVXUH (&/
%RWK WKH RULJLQDWLRQ GDWH DQG WKH H[SHFWHG PDWXULW\ RI D IDFLOLW\ P;
GDWH LV XVHG WR PHDVXUH FUHGLW ULVN DW RULJLQDWLRQ

7KH H[SHFWHG PDWXULW\ LV XVHG IRU DVVHWYV LQ 6WDJH ZKHUH WKH (&/ PXV
IDFLOLW\

7KH H[SHFWHG PDWXULW\ DSSURDFK LV

a 7THUP FUHGLW SURGXFWVY WKH FRQWUDFWXDO PDWXULW\ GDWH ZLWK H[SRVXUF
LH DPRUWLVDWLRQ DQG SUHSD\PHQW

a 5HYROYLQJ FUHGLW SURGXFWV WKH SHULRG PD\ H{IWHQG EH\RQG WKH FRQWUD
WR FUHGLW ULVN HJ RYHUGUDIWYV DQG FUHGLW FDUGV $,% 8. *URXSxV DSSUF
IRU WKHVH REOLJDWLRQV IRU (& FDOFXODWLRQ SXUSRVHYV

JRUZDUG ORRNLQJ LQGLFDWRUV LQ WKH PRGHOV

YRU (&/ FDOFXODWLRQV UHOLDQW RQ PRGHOV LQ WKH VWDQGDUG DQG VLPSOL
LQFRUSRUDWHG LQWR WKH PRGHOV WKURXJK WKH XVH Rl PDFURHFRQRPLF YDULD
NH\ PDFURHFRQRPLF YDULDEOHV WKDW GULYH WKH SDUDPHWHU EHLQJ DVVHVV]
LQFRUSRUDWHY WKHVH DV LQSXWV ZLWK WKH PRQWK DQG OLIHWLPH FDOFXOD
VFHQDULR 6HH VHFWLRQ E ODFURHFRQRPLF VFHQDULRY DQG ZHLJKWLQJV IF
VFHQDULRYV DQG DVVRFLDWHG NH\ PDFURHFRQRPLF IDFWRUV UHOHYDQW IRU WKH
WKH PRGHOOHG RXWSXW IDLOV WR FDSWXUH WKH DSSURSULDWH UHVSRQVH WR
LQIODWLRQ DQG LQWHUHVW UDWH FKDQJHV WKHVH ULVNV DUH FDSWXUHG WKUR X
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3RVW PRGHO DGMRBUSMHQWYV

3RVW PRGHO DGMXVWPHQWYV ©030$Vvx DUH DSSOLHG ZKHUH PDQDJHPHQW EHOLHY
OHYHO RI (&/ SURYLVLRQ DQG WR DGGUHVY NQRZQ PRGHO OLPLWDWLRQV DQG RU
DUH DSSURYHG XQGHU WKH (&/ JRYHUQDQFH SURFHVV WKURXJK ZKLFK WKH DSSU
EDFNGURS RI WKH ULVN SURILOH RI WKH ORDQ ERRN UHFHQW ORVV KLVWRU\
FDSWXUHG LQ WKH PRGHOV DQG PDQDJHPHQWxV YLHZ Rl HPHUJLQJ WUHQGV 5H
GHSOR\HG L H PRUWJDJH PRGHO RU ZKHUH WKH ULVN KDV EHHQ MXGJHG E\
RXWFRPHV

7KH (&/ DOORZDQ@HHPBHU LQFOXGHV WKH IROORYGRQ X \PVIDNRB@DRAIWDW H ULVNYV WKDW
EHHQ LQFOXGHG ZLWKLQ WKH (& PRGHO 7KH WRWDO/HVIKMEWFUHDYG 3&45W B\W P'F
FRPSDUHV WR d P DW 'HFHPEHU ZKLFK SULQFLSDOO\ LQFRUSRUDWHG WKH
HIHFXWLRQ FRVWYVY IRU DQ H[SHFWHG VDOH RI QRQ SHUIRUPLQJ ORDQV

$Q DGMXVWPHQW RI d PPHQJUE O XMDRBELWERY SURSHUW\ EXVLQHVV d P SURSH
LPSOHPHQWHG RQ WKH &RUSRUDWH DQG &5( 3' PRGHOxV SD\PHQW VKRFN FRPS
LQWHUHVW UDWHV ,Q DGGLWLRQ D 30$%$ RI d P SURSHUW\ d P LV DSSOLHG W
LPSDFWHG E\ UHILQDQFH ULVN DQG E\ RWKHU NH\ ULVN IDFWRUV UHIOHFWLYH RI

,Q WRWDO 30%$V RI' d P DUH DSSOLHG WR WRWDO 6WDJH ORDQV RI'd P 7KH NI
DOWHUQDWH 6WDJH 6WUDWHJ\ 30$ Rl d P QRQ SURSHUW\ EXVLQHVV d P SURSH
WKH EDQN XQGHU FHUWDLQ FLUFXPVWDQFHYV ZRXOG FKRRVH WR SXUVXH DQ 13( S|

2WKHU DGMXVWPHQWY RI d P SULPDULO\ UHODWH QRQ SURSHUW\ EXVLQHVV d P
WKH JDS EHWZHHQ DSSURYDO DQG HQDEOHPHQW RI LQ PRGHO DGMXVWPHQWYV 7K

"ULWH RIIV

':KHQ WKH SURVSHFWV RI UHFRYHULQJ D ORDQ HLWKHU SDUWLDOO\ RU IXOO\ ¢
FRQFOXGHG WKDW DV WKHUH LV QR UHDOLVWLF SURVSHFW RI UHFRYHU\ WKH ORI
GHWHUPLQHV EDVHG RQ VSHFLILF FULWHULD WKH SRLQW DW ZKLFK WKHUH LV
IROORZLQJ FULWHULD H[LVW RU FRPSDUDEOH FLUFXPVWDQFHV DULVH WKH ORD
4 $ GHFLVLRQ KDV EHHQ WDNHQ WR HQIRUFH RQ D ORDQ GXH WR QR DJUHHPHQ\
DQG DOO FXVWRPHU HQJDJHPHQW ZLWK $,% 8. *URXS UHJDUGLQJ WKHLU ORDQ D
,QFHSWLRQ RI LQIRUPDO LQVROYHQF\ SURFHHGLQJV KDV FRPPHQFHG RU LV DER
5HFHLYHUVKLS RU RWKHU IRUPDO UHFRYHU\ DFWLRQ HJ ZKHUH H[SHFWDWLR
HQIRUFHPHQW DFWLYLW\ EXW QR DGGLWLRQDO UHFRYHULHV DERYH WKH FROC
DERXW WR FRPPHQFH DQG

$ ORDQ LV VXEVWDQWLDOO\ SURYLGHG IRU RU QR PDWHULDO UHSD\PHQWYV KDY
PRQWKY DQG DOO FXVWRPHU HQJDJHPHQW ZLWK $,% 8. *URXS UHJDUGLQJ WKHL

Q-

Q-

'"HEW IRUJLYHQHVYV PD\ VXEVHTXHQWO\ DULVH ZKHUH WKHUH LV D IRUPDO FRQWU
,Q DGGLWLRQ FHUWDLQ IRUEHDUDIUQ_-[EgéROXWLRQV DQG UHVWUXFWXULQJ DJUHHTF
IRUJLYHQHVYVY '"HWDLOV RI IRUEHD DUH VHW RXW RQ SDJHYV

7KH FRQWUDFWXDO DPRXQW RXWVWDQGLQJ Rl ORDQV ZULWWHQ RIl GXULQJ WKH
RXWOLQH ®SDBJHHODWH WR QRQ FRQWUDFWHG ZULWH RIIV ERWK IXO0 DQG SD
IURP WKH FXVWRPHU LQ H[FHVV RI WKH FDUU\LQJ YDOXH RI WKH ORDQ DIWHU D
SUHYLRXVO\ ZULWWHQ RIIx LQ WKH LQFRPH VWDWHPHQW

E ODFURHFRQRPLF VFHQDULRY DQG ZHLJKWLQJV

7KH PDFURHFRQRPLF VFHQDULRV XVHG E\ $,% 8. *URXS IRU (&/ DOORZDQFH FDO
*URXSxV H[LVWLQJ JRYHUQDQFH BZSRRHYD\O RSB KMERPHEFG® IXBELW &RPPLWWHH 7Kl
XVHG ZLWKLQ $,% 8. *URXS V (& PRGHOV LQFOXGH PDFURHFRQRPLF IDFWRUV ZKI
GHIDXOW ULVN DQG ORVV HVWLPDWHY 7KHUHIRUH D GLIIHUHQW FUHGLW ORVYV
FRPELQDWLRQ RI WKHVH LGHQWLILHG PDFURHFRQRPLF IDFWRUV 7KH FUHGLW (
ZHLJKWHG E\ WKH DVVHVVHG OLNHOLKRRG RI RFFXUUHQFH RI WKH UHVSHFWLYH V

ODFURHFRQRPLF VFHQDULRYV

2XWSXW LQ WKH 8. HFRQRP\ LV QRZ HVWLPDWHG WR H[FHHG LWV SUH SDQGHPL
HFRQRPLHV KDYH PDQDJHG 7KHUH KDV EHHQ D VLJQLILFDQW IDOO RIlI LQ WUDGH
DQ DGGLWLRQDO KHDGZLQG IRU WKH HFRQRP\ RQ WRS Rl PRGKWHRARD®®\| KDRD C
EHHQ FORVH WR VMDUQDQW MWQPKHVKH PRVW UHFHQW UHOHDVH LQGLFDWLQJ WKD
2FWREHU WR 'HFHPEHU FRPSDUHG WR WKH SUHYLRXV TXDUWHU

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

,Q FRQVLGHULQJ WKH NH\ H[LVWLQJ DQG HPHUJLQJ UL\XN®I IDF WDKIHWIKIH FRXQWFOXFORDI
FRQVLVWLQJ RI D EDVH VFHQDULR DORQJ ZLWK WKUHH DOWHUQDWLYH VFHQDU
VFHQDULR HQWDLOLQJ SHUVLVWHQW LQIODWLRQ ZLWK KLJKHU IRU ORQJHU LQWH
RYHUO\ UHVWULFWLYH PRQHWDU\ SROLF\ WLJKWHQLQJ ZKLFK TXLFNO\ ORZHUV L
LPSDFW RQ HFRQRPLF DFWLYLW\ WKDQ KDG EHHQ DQWLFLSDWHG DQG H[SRVHYV
GHYHORSPHQWY QHFHVVLWDWH DQ DJJUHVVLYH VHULHV RI FXWV LQ RIILFLDO L¢(
GHYHORSPHQW RI ULVN SDUDPHWHUV DV ZHOO DV WKURXJK WKH LQFOXVLRQ RI EF

7KH 3DUHQW *URXS V (FRQRPLF 5HVHDUFK 8QLW (58 SURYLGHV WKH DVVXPSW
EDVH FDVH LV EHQFKPDUNHG DJDLQVW WKH RXWORRN DYDLODEOH IURP RIILFL
ORQHWDU\ )XQG 2IILFH IRU %XGJHW 5HVSRQVLELOLW\ HWF WR HQVXUH LW LV D¢
WR WKH EDVH FDVH DUH SURYLGHG WR HQVXUH D UHDVRQDEOH UDQJH RI SRVVL
7KHVH VFHQDULRY DUH EHQFKPDUNHG WR DOWHUQDWLYH VFHQDULRV IURP RII
HFRQRPLF SURMHFWLRQV EH\RQG ILYH \HDUV DUH VRXUFHG IURP D UHSXWDEQG
FRQYHUJLQJ RQ D OLQHDU EDVLV WRZDUGV WKH H[WHUQDO IRUHFDVWY IURP \HDL
WHUP EDVH OLQH IRUHFDVWYV IRU WKH SDUDPHWHU HFRQRP\ LQ TXHVWLRQ 7KH
WKURXJK WKH 3DUHQW *URXS V JRYHUQDQFH SURFHVV DQG E\ WKH $,% 8. %RDUG

7KH VFHQDULRY DUH GHVFULEHG EHORZ DQG UHIOHFW WKH YLHZV RI $,% 8. *URXS

%DVH FDXHOH IHDUV RI D UHFHVVLRQ KDYH HDVHG VRPHZKDW LQ PDQ\ HFRQRP
FKDOOHQJLQJ ZLWK VXEGXHG JOREDO JURZWK VWXEERUQ LQIODWLRQ DQG LQWH
PHGLXP WHUP 8QFHUWDLQW\ DOVR UHPDLQV HOHYDWHG

*LYHQ WKH 8. HFRQRP\ LV IDFHG ZLWK QXPHURXV KHDGZLQGY LQFOXGLQJ WKH O]
SROLF\ WKH EDVHOLQH IRUHFDVW LV IRU *'3 JURZWK WR UHPDLQ UDWKHMURVXEGX
SLFN XS RQO\ PRGHUDWHO\ LQ WKH SHULRG 7KHVH IRUHFDVWY ZHUH LQ Ol

7KH ODWHVW GDWD VKRZ WKH 8. MREOHVV UDWH URVH WR LQ 4 IURP LWV
*LYHQ WKDW XQHPSOR\PHQW LQ WKH 8. KDV ULVHQ PRUH TXLFNO\ WKDQ DQWLFL
OHYHOV RI LPPLJUDWLRQ ERRVWLQJ WKH ODERXU IRUFH ZH H[SHFW WKH MREOH\
EHORZ E\ 7KURXJKRXW PDQ\ DGYDQFHG HFRQRPLHV H[SHULHQFHG
LQIODWLRQ DV ZKROHVDOH HQHUJ\ SULFHV IHOO EDFN DOWKRXJK LW KDV EHHQ
WHUPV Rl WKH FRUH LQIODWLRQ UDWH ZKLFK FRXOG WDNH D ORQJ WLPH WR IDOC
WLJKW ODERXU PDUNHW DQG %UH[LW ,W LV OLNHO\ WR EH WKDW LQIODWLRQ

2IILFLDO LQWHUHVW UDWHV KDYH SODWHDXHG LQ RXU YLHZ EXW DUH QRW H[SHF\
OLNHO\ WR VHWWOH DW D VLIJQLILFDQWO\ KLJKHU OHYHO WKDQ ZDV WKH FDVH S

HQG \HDU EDVLV ZLWK D IXUWKHU IDOO RI H[SHFWHG LQ JLYHQ WKH \
UHFRYHU\ WKHUHDIWHU )ROORZLQJ WKH FRUUHFWLRQ LQ FRPPHUFLDO SURSHUMW
VLIQV WKDW WKH PDUNHW LV VWDELOLVLQJ ZLWK VRPH PRGHVW UHFRYHU\ LQ SU

'RZQVLGH O3HUVLVWHQWVKQMOBPRERQPWH GRZQVLGH VFHQDULR D FRPELQDWLE
PDUJLQ ZLGHQLQJ E\ ILUPV DQG GHHSHQLQJ JHRSROLWLFDO IUDJPHQWDWLRQ W
DQG ERRVWLQJ FRPPRGLW\ SULFHV LPSOLHV WKDW LQIODWLRQ UHPDLQV YHU\ K
FRQWLQXH UDLVLQJ LQWHUHVW UDWHV LQWR &RQGLWLRQV LQ ILQDQFLDO P
\LHOGV DQG FUHGLW VSUHDGY DQG D UHVXPSWLRQ Rl FRQWUDFWLQJ VWRFN PDU|
D VLIQLILFDQW UHFHVVLRQ LQ IROORZHG E\ D VOXJJLVK UHFRYHU\ LQ DFWLYL

*'3 LQ WKH 8. FRQWUDFWV E\ DQG LQ DQG UHVSHFWLYHO\ *'3 LV

E\ 7KHUH LV DOVR D PDUNHG ULVH LQ XQHPSOR\PHQW WR LQ 7KH UHF
HYHQWXDOO\ VHHV LQIODWLRQ PRYH GHFLGHGO\ ORZHU E\ ODWH 7KHUH DUH
FRPPHUFLDO SURSHUW\ SULFHV GHFOLQLQJ E\ FLUFD DQG UHVSHFWLYHO\ E

7KH %DQN Rl (QJODQG UDLVHV RIILFLDO UDWHV WR E\ PLG 5DWHV DUH WKH
FLUFD E\ HDUO\ DV LQIODWLRQ IDOOV VKDUSO\ EHIRUH UHPDLQLQJ RQ KRC
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

'RZQVLGHUHG LW FUXRPKLY VHYHUH VFHQDULR WKH WLJKWHQLQJ RI PRQHWDU\
RQ HFRQRPLF DFWLYLW\ WKDQ KDG EHHQ DQWLFLSDWHG E\ FHQWUDO EDQNV ZLW
LQ WKH ILQDQFLDO V\VWHP LQ DGYDQFHG HFRQRPLHV GXULQJ DV ZHOO DV Gt
LQFUHDVHG GLIILFXOWLHV VHUYLFLQJ DQG UHILQDQFLQJ HOHYDWHG GHEWYV DQG
OHQGLQJ DFWLYLWLHV DV WKH\ DUH KLW E\ ULVLQJ EDG GHEWV ZLWK SURSHUW\
HVWDWH &5( PDUNHW $GGLWLRQDOO\ JURZWK LQ WKH &KLQHVH HFRQRP\ LV
DGMXVWPHQWY LQ ERWK WKH SURSH$W\DPDHRMBRVBE HERPQREPD&[8HBWHRQFHYV LQ
FUXQFK ZLWK ULVLQJ EDG GHEWV

7KH ODJJHG HIIHFWV Rl WKH PDUNHG PRQHWDU\ WLJKWHQLQJ LQ SDUWLFXODU
VHYHUH JOREDO UHFHVVLRQ 7KH 8. HF R®@RRD B RQWH MM ¥ \DQRBZIHW PARKIIHQ WEKDD/QH O
E\ 7KHUH LV D PRGHVW SLFN XS LQ JOREDO DQG 8. DFWLYLW\ IURP RQ
DJJUHVVLYHO\ GXULQJ DQG LQIODWLRQ IDOOV EDFN WR LWV  WDUJHW

7KH UDWH RI XQHPSOR\PHQW ULVHV TXLFNO\ DQG WR YHU\ KLJK OHYHOV LQ WKI
DYHUDJH RI E\

*LYHQ WKDW WKH PDLQ DGYDQFHG HFRQRPLHV HQWHU D GHHS UHFHVVLRQ LQ

WKH 8. ZLWK UHVLGHQWLDO SURSHUW\ SURFHV WIOHOLQJ E\ BHRX ARG DWOVRZHG E

UHFRYHU\ WKHUHDIWHU &RPPHUFLDO SURSNOWW SYHOM\RGHF WIQH VEDPH SHULRG
EHORZ WKHLU SUHYLRXV SHDN

&HQWUDO EDQNV ORZHU UDWHV DJJUHVVLYHO\ DV HFRQRPLHV HQWHU D GHHS U}
DQG SXW RQ KROG WKHUHDIWHU WR HQG ZLWK LQIODWLRQ VWDELOLVLQJ |

8SVLGH O4XLFN UHFRMHW\XSVLGH VFHQDULR VHYHUDO IDYRXUDEOH WDLOZLQG"
8NUDLQH LQ WKH VHFRQG KDOI RI DQG D IDVWHU WKDQ DQWLFLSDWHG UXQ
ERRVWYV EXVLQHVV DQG FRQVXPHU VHQWLPHQW )LQDQFLDO PDUNHWY DUH DOV
ODERXU IRUFH JURZWK UDLVHV JOREDO HFRQRPLF DFWLYLW\

*'3 LV PRUH WKDQ  KLJKHU LQ WKH 8. WKDQ LQ WKH EDVH FDVH E\ ZLWK DYt
DQQXP EHWZHHQ DQG $V D UHVXOW XQHPSOR\PHQW IDOOV WR KLVWRUI
LQIODWLRQ LV VORZHU WR GHFOLQH WKDQ LQ WKH EDVH FDVH UHDFKLQJ DQ DYH

'LWK WKH VWURQJHU JURZWK LQ HFRQRPLF DFWLYLW\ SURSHUW\ SULFHV SHUIRL

8. SULPRWH WKIXQJKHU UHODWLYH WR %DVH E\ &RPPHUFLD OL§URSRYUMD WILYLH

WHUPV RYHU WKH SHULRG

&HQWUDO EDQNV FRQWLQXLQJ KLNLQJ UDWHV LQ DQG WR PXFK KLJKHU OHYH
LQ WKH 8. E\ HQG 7KH\ DUH NHSW RQ KROG DW WKHVH OHYHOV XQWLO WKF
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

7KH WDEOH EHORZ VHWV RXW WKH ILYH \HDU DYHUDJH IRUHFDVW IRU HDFK RI W}

DSSURYHG E\ WKH JRYHUQDQFH SURFHVV VHW RXW DERYH WKDW DUH UHTXLUHG

WKH (&/ XQGHU L %DVH LL 'RZQVLGH LLL 'RZQVLGHHPE®@RGE DY HYDIIHG R Y\HRH
DQG DWMFHPEHU DYHUDJH RYHU

$00 RI WKH PDFURHFRQRPLF VFHQDULRY UHSRUWHG LQ WKH WDEOH EHORZ DUH W

\HDU DYHUDJH IRUHFD
%DVH 'RZQVLGH 'RZQVLGH8SVLGH 4XLFN
3HUVLVWSHIQMELW FUXQBEKFRYHU\
LQIODWLRQ

ODFURHFRQRPLF IDFWRU

8QLWHG .LQJGRP

*'3 JURZWK

5HVLGHQWLDO SURSHUW\ SULFH JURZWK
8QHPSOR\PHQW UDWH

&RPPHUFLDO SURSHUW\ SULFH JURZWK
,QIODWLRQ

\HDU DYHUDJH IRUHFI
%DVH 'RZQVLGH 'RZQVLGH8SVLGH 4XLFN
/IRZHU JURZWKQHQJ\ VKRFNHFRQRPLF
DQG SHUVLVWHQMFRY HU\
ODFURHFRQRPLF IDFWRU KLIJK LQIODWLRQ

8QLWHG .LQJGRP

*'3 JURZWK
5HVLGHQWLDO SURSHUW\ SULFH JURZWK
8QHPSOR\PHQW UDWH

&RPPHUFLDO SURSHUW\ SULFH JURZWK
,QIODWLRQ

$GGLWLRQDO LQIRUPDWLRQ LV SURYLGHG LQ WKH WDEOH EHORZ ZKLFK GHWDLO\
\HDU DFURVY WKH IRXU VAHQPEHBY DV DW

(VWLPDWH %DVH 'RZQVLGH

ODFURHFRQRPLF IDFWRU

**3 JURZWK

5HVLGHQWLDO SURSHUW\ SULFH
JURZWK

8QHPSOR\PHQW UDWH

&RPPHUFLDO SURSHUW\ SULFH
JURZWK

,QIODWLRQ

'RZQVLGH 8SVLGH

ODFURHFRQRPLF IDFWRU

**3 JURZWK

5HVLGHQWLDO SURSHUW\ SULFH
JURZWK

8QHPSOR\PHQW UDWH

&RPPHUFLDO SURSHUW\ SULFH
JURZWK

,QIODWLRQ
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

7KH IRXU VFHQDULRY GHWDLOHG DERYH DUH XVHG WR UHIOHFW D UHSUHVHQWDW
UHIOHFWYVY D ZHLJKWHG DYHUDJH RI WKH FUHGLW ORVYV HVWLPDWHYVY XQGHU WKH II

7KH SUREDELOLWLHY GHVFULEHG EHORZ UHIOHFW WKH YLHZV RI $,% 8. *URXS DW

7KH ZHLJKWV IRU WKH VFHQDULRY DUH GHULYHG EDVHG RQ H[SHUW MXGJHPHQW
ZDUQLQJ LQGLFDWRUV RI HFRQRPLF DFWLYLW\ ZKHUH SRVVLEOH

7KH NH\ GULYHUV Rl WKH ZHLJKWLQJV DW WKH UHSRUWLQJ GDWH DUH
a 7KH %DVH VFHQDULR DVVXPSWLRQV IRU JOREDO JURZWK UHPDLQ YHU\ VXEGXHZ(
JURZWK KDV EHHQ UHYLVHG VOLJKWO\ XSZDUGYV UHODWLYH WR WKH KDOI \HDU
H[SHFWHG WR DYHUDJH RYHU SHU DQQXP DQG LV DOLJQHG ZLWK RIILFLDO IRU
:LWK UHJDUG WR WKH VFHQDULR SUREDELOLW\ ZHLJKWLQJV WKH ULVNV WR JUR
LQ UHFHQW FRPPHQWDU\ IURP LQVWLWXWLRQV VXFK DV WKH 2(&' DQG ,0) 0DQ\
EDQNV KDYH LQGLFDWHG WKDW LQWHUHVW UDWHV PD\ KDYH WR UHPDLQ KLJKH
FRUH LQIODWLRQ PD\ SURYH SHUVLVWHQW

$ VKDUSHU WKDQ H[SHFWHG VORZGRZQ LQ &KLQD LV D VLJQLILFDQW ULVN DOVR
*HR SROLWLFDO ULVNV UHPDLQ HOHYDWHG DQG KDYH EHHQ H[DFHUEDWHG E\ W
SUHVLGHQWLDO HOHFWLRQ DW WKH HQG RI FRXOG DGG WR JOREDO XQFHUWI
'"HVSLWH WKHVH GRZQVLGH ULVNV FRPSDUHG WR 'HFHPEHU WKH PRUH \
VRPHZKDW DOOHYLDWHG GXH WR D ORZHU LPSDFW IURP WLJKWHU PRQHWDU\
ZHLJKWLQJ DVVRFLDWHG ZLWK WKH 'RZQVLGH VFHQDULR KDV UHGXFHG IURP

Q-

Q-

Q-

7KH ZHLJKWLQJVY WKDW KDYH EHHQ DSSOLHG DV bDW WKH UHSRUWLQJ GDWH DUH

6FHQDULR "HLJKWLQJ 6FHQDULR "HLIJKWLQJ
'"HFHPE '"HFHPEHU
%DVH %DVH
'RZQVLGH 3HUVLVWHQW LQIODWLRQ'RZQVLGH /RZHU JURZWK LQ
'RZQVLGH &UHGLW FUXQFK 'RZQVLGH (QHUJ\ VKREN DQG
SHUVLVWHQWO\ KLJK LQIODWLRQ
8SVLGH 4XLFN UHFRYHU\ 8SVLGH 4XLFN HFRQRPLF UHFRYHU\

,Q DVVHVVLQJ WKH DGHTXDF\ RI WKH (&/ DOORZDQFH $,% 8. *URXS KDV FRQVLGH!
DV RI WKH EDODQFH VKHHW GDWH WR HVWLPDWH WKH IXWXUH H[SHFWHG FUHGLV
SURFHVVHVY LQFOXGLQJ WKH XVH RI H[SHUW FUHGLW MXGJHPHQW DQG RWKHU WH
FDQQRW EH FDSWXUHG E\ WKH VWDWLVWLFDO PRGHOV LW XVHV DQG IRU RWKHU
EDODQFH VKHHW GDWH GRHV QRW UHIOHFW WKH ZRUVW FDVH RXWFRPH EXW L
VFHQDULRVY 6KRXOG WKH FUHGLW HQYLURQPHQW GHWHULRUDWH EH\RQG $,% 8.
(& ZRXOG LQFUHDVH DFFRUGLQJO\
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

F 6HQVLWLYLWLHYV

$,% 8. *"URXSxV HVWLPDWHV RI H{SHFWHG FUHGLW ORVVHV DUH UHVSRQVLYH WR
LQIRUPDWLRQ 7KHVH HVWLPDWHY DUH GULYHQ E\ WKH UHODWLRQVKLS EHWZHH
IRUZDUG ORRNLQJ PDFURHFRQRPLF YDULDEOHV *LYHQ WKH FR UHODWLRQVKLS
DQRWKHU DQG WKH IDFW WKDW ORVV HVWLPDWHY GR QRW IROORZ D OLQHDU SD
PHDQLQJIXO $V VXFK WKH IROORZLQJ VHQVLWLYLWLHY SURYLGH DQ LQGLFDWLF
HVWLPDWHYV DQG TXDQWLWDWLYH OVLJQLILFDQW LQFUHDVH LQ FUHGLW ULVNx
DSSOLHG LQGLYLGXDOO\ ,QFUHDVHG VHQVLWLYLW\ IRU WKH GRZQVLGH &UHGL
FRPSDUHG WR 5HSRUWHG DQG EDVH GULYHQ SUHGRPLQDQWO\ E\ XQGHUO\LQ
UHGHYHORSHG PRUWJDJH PRGHO VXLWH DFURVV DOO NH\ ULVN SDUDPHWHUV
HOHPHQW RI PDFUR VHQVLWLYH 30$ DOORFDWLRQ ZKHUH UHOHYDQW )XUWKHU ¢
SD

7KH WDEOH EHORZ VHWYV RXW WKH DYHUDJH ILYH \HDU IRUHFDVW IRU HDFK RI W

%DVH LL 'RZQVLGH LLL 'RZQVLGH DQG LY HFHRBBNUGHQGFHQDU
ZLWK WKH VHQVLWLYLW\ EDVHG RQ DSSOLFDWLRQ RI ZHLIJKWLQJ WR HDFK
5HSRUWHG %DVH 'RZQVLGH 'RZQVLGH 8SVLGH
SHUVLVWHOQWGLW FUXQFK 4XLFN
LOQIODWLRQ UHFRYHU\

/RDQV DQG DGYDQFHV WR
FXVWRPHUYV dpP dP dpP dP dpP

5HVLGHQWLDO PRUWJDJHV
2WKHU SHUVRQDO
3URSHUW\ DQG FRQVWUXFWLRQ
1RQ SURSHUW\ EXVLQHVYV
7RWDO

21l EDODQFH VKHHW ORDQ
FRPPLWPHQWYV DQG
ILQDQFLDO JXDUDQWHH
FRQWUDFWYV

5SHSRUWHG %DVH 'RZQVLGH 'RZQVLGH 8SVLGH
/IRZHU JURZWKQ@RUJ\ VKRENFN HFRQRPLF
DQG SHUVLVWHQMFRY HU\
KLIK LQIODWLRQ

/IRDQV DQG DGYDQFHV WR
FXVWRPHUYV dpP dpP dpP dP dP

5HVLGHQWLDO PRUWJDJHV
2ZWKHU SHUVRQDO

BURSHUW\ DQG FRQVWUXFWLRQ
1RQ SURSHUW\ EXVLQHVYV
7TRWDO

21l EDODQFH VKHHW ORDQ
FRPPLWPHQWYV DQG
ILQDQFLDO JXDUDQWHH
FRQWUDFWYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

G &UHGLW ULVN PDQDJHPHQW FRQVLGHUDWLRQ RI (6* ULVNV

$,% 8. *"URXS FRQWLQXHV WR DGDSW LWV FUHGLW ULVN PDQDJHPHQW SURFHVVHV
JRYHUQDQFH (6* ULVNV ,Q DGGLWLRQ WR D QXPEHU RI NH\ LQLWLDWLYHV LQW
IXUWKHU VHFWRU VSHFLILF UXOHVY DQG OLPLWDWLRQV ZHUH LQFRUSRUDWHG LG
HQYLURQPHQWDO ULVN DSSHWLWH 7KH (6* 4XHVWLRQQDLUH FRQWLQXHV WR EH
FOLPDWH ULVN VHFWRUV ZKHUH WKH QHZ OHQGLQJ LV RYHU d N ,Q ZRUN
EURDGHQLQJ WKH VFRSH Rl FRYHUDJH DW ERWK FXVWRPHU DQG VHFWRU OHYHO

7KH LPSDFW RI FOLPDWH ULVN RQ WKH PDQDJHPHQW HVFDODWLQJ DQG UHSRUW!|
7KHUH LV FXUUHQWO\ QR UHDVRQDEOH DQG VXSSRUWDEOH LQIRUPDWLRQ WKDW I
DQG $,% 8. *URXSxV DSSURDFK WR LQGLYLGXDO FRXQWHUSDUW\ ULVN DVVHVV
DSSURSULDWH 7KH LPSDFW RI FOLPDWH ULVN ZLOO FRQWLQXH WR EH PRQLWRUI
ULVN IURP SRWHQWLDOO\ HPHUJLQJ FOLPDWH ULVNV

H OD[LPXP H[SRVXUH WR FUHGLW ULVN

OD[LPXP H[SRVXUH WR FUHGLW ULVN IURP RQ EDODQFH VKHHW DQG RIl| EDODQFH
WDNLQJ DFFRXQW RI DQ\ FROODWHUDO KHOG RU RWKHU FUHGLW HQKDQFHPHQWV
UHTXLUHPHQWY )RU ILQDQFLDO DVVHWY UHFRJQLVHG RQ WKH VWDWHPHQW RI IL
LV WKHLU FDUU\LQJ DPRXQW DQG IRU ILQDQFLDO JXDUDQWHHY DQG VLPLODU FI
*URXS ZRXOG KDYH WR SD\ LI WKH JXDUDQWHHYV ZHUH FDOOHG XSRQ )RU OI
FRPPLWPHQWY WKDW DUH LUUHYRFDEOH RYHU WKH OLIH RI WKH UHVSHFWLYH ID

IDFLOLWLHYV 7KH FUHGLW ULVNV DULVLQJ IURP EDODQFHVY DW FHQWUDO EDQNYV
FRXQWHUSDUW\ VWDWXYV

7KH IROORZLQJ WDEOH VHWV RXW WKH PD[LPXP H[SRVXUH WR FHABRP®HULVN WKD
DQG

BWDWHPHQW RI ILQDQFLDO SRVLWLRQ dpP dP
%DODQFHV DW FHQWUDO EDQNV DW DPRUWLVHG FRVW

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DW )973/

/RDQV DQG DGYDQFHV WR EDQNYV

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

3UHSD\PHQWY DQG DFFUXHG LQFRPH

2WKHU DVVHWYV

7TRWDO RIIl EDODQFH VKHHW LWHPV
OD[LPXP H[SRVXUH WR FUHGLW ULVN

,QFOXGHG ZLWKLQ &DVK DQG EDODQFHY DW FHQWUDO EDQNV GRHV QRW LQFOXGH FDVK R

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW




1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

| &UHGLW TXDOLW\ RI ORDQV DQG DGYDQFHYV
$,% 8. *URXSxV FUHGLW ULVN PHWKRGRORJLHV FRQWLQXH WR EH HPEHGGHG D\
PDQDJHPHQW RI FUHGLW ULVN DQG IRU ULVN EDVHG FUHGLW SULFLQJ 5HVRXUFL(
RQ JRLQJ UHYLHZ WR HQVXUH WKH IURQW OLQH WHDP LV EHVW Z&R FAHG HUR HPORID .
ILQDQFLDO ®LOLBOXOMNMHY DLIJUHHG WUHDWPHQW VWUDWHJILHV

2QH Rl WKH REMHFWLYHV Rl FUHGLW ULVN PDQDJHPHQW LV WR DFFXUDWHO\ TXD(
H[SRVHG WKURXJK WKH LQLWLDO FUHGLW DSSURYDO DQG RQJRLQJ UHYLHZ SURF
PRGHO DQG ZLWKLQWHEID@&Y BUDGHN UDMUHGLW LM DEMLIQHG RQ WKH EDVLV RI LU
ZLWKLQ HDFK UDWLQJ PRGHO IURP ZKLFK HVWLPDWHYV RI SUREDELOLW\ RI GHIDXO

,QWHUQDO FUHGLW JUDGHV DUH IXQGDPHQWDO LQ DVVHVVLQJ WKH FUHGLW TXD
UHSRUWLQJ FUHGLW SRUWIROLR DQDO\VLVY FUHGLW TXDOLW\ PRQLWRULQJ DQ¢
DWWHQWLRQ DSSOLHG WR H[SRVXUHV &UHGLW JUDGLQJ DQG VFRULQJ V\VWHPV
DQ\ GHWHULRUDWLRQ LQ ERUURZHU TXDOLW\ &KDQJHV LQ REMHFWLYH LQIRUPD\
ORDQ ZLWK WKH UHVXOWDQW JUDGH LQIOXHQFLQJ PDQDJHPHQW RI LQGLYLGXDO
OLIHF\FOH KHLJKWHQHG FUHGLW PDQDJHPHQW DQG VSHFLDO DWWHQWLRQ LV SD
DQG QRQ SHUIRUPLQJ GHIDXOWHG ORDQV ZKLFK DUH GHILQHG EHORZ

8VLQJ LQWHUQDO PRGHOV $,% 8. *URXS XWLOLVHV D FUHGLW JUDGLQJ PDVWHL
FRQWUDVW FUHGLW ULVN DFURVV GLIITHUHQW UDWLQJ PRGN®WH DD GR UIFRIRORRLV
FRPSOH[ FUHGLW LQIRUPDWLRQ LQWR D VLQJOH DWWULEXWH DOLJQLQJ WKH RXW
RI '"THIDXOW DQG &UHGLW ,PSDLUPHQW SROLFLHV ODVWHUVFDOH JUDGHV DUH GUL
3'V FRPELQHG ZLWK RWKHU DVVHW TXDOLW\ LQGLFDWRUV VXFK DV GHIDXOW IRU
D PHFKDQLVP IRU UDQNLQJ DQG FRPSDULQJ WKH FUHGLW ULVN DVVRFLDWHG ZLW}

TKHOWWHUVFDOH FDWHJRULVHY ORDQV LQWR D EURDG UDQJH RI JUDGHV ZKLFK FLC

6WURQJ VDWLVIBFARXAQWY DUH FRQVLGHUHG VWURQJ VDWLVIDFWRU\ LI WKH\ KD®
DQG JHQHUDOO\ WKH SUREDELOLW\ RI GHIDXOW LV W\SLFDOO\ OH
WKHUH DUH QR LQGLFDWLRQV WKH\ DUH XQOLNHO\ WR UHSD\

&ULWLFLVHG $FFRXQWV Rl ORZHU FUHGLW TXDOLW\ DQG FRQVLGHUHG DV OH\
FULWLFLVHG DQG LQFOXGH WKH IROORZLQJ
&ULWLFLVHG7TEBWRKHGLW LV H[KLELWLQJ ZHDNQHVV DQG LV GHW
TXDOLW\ DQG PD\ QHHG DGGLWLRQDO PDQDJHPHQW DWWHQWLR
DUUHDUV
&ULWLFLVHG URFPXKBWY IRUERUQH FDVHV WKDW DUH FODVVLIL
WUDQVLWLRQHG IURP GHIDXOW EXW VWLOO UHTXLUH DGGLWLRC
GHIDXOW DQG FRQWLQXLQJ LPSURYHPHQW LQ WHUPV RI FUHGLW

1RQ SHUIRUPLQBFFRXQWY WKDW DUH FRQVLGHUHG DV QRQ SHUIRUPLQJ RU GHID)>
GHIDXOW /IRDQV DUH LGHQWLILHG DV QRQ SHUIRUPLQJ RU GHIDXOWHG E\ X
NH\ FULWHULD UHVXOWLQJ LQ D FODVVLILFDWLRQ RI QRQ SHUIRU

:KHUH $,% 8. *URXS FRQVLGHUV D ERUURZHU WR EH XQOLNHO\
UHDOLVDWLRQ RI FROODWHUDO UHJDUGOHVV RI WKH H[LVWHQF

7KH ERUURZHU LV GD\V RU PRUH SDVW GXH RQ DQ\ PDWHULDC
PDWHULDO DPRXQW RI SULQFLSDO LQWHUHVW RU IHH KDV QRW
ZDV GXH RU

/IRDQV WKDW KDYH DV D UHVXOW RI ILQDQFLDO GLVWUHVV D
JRUEHDUDQFH SROLF\ UHFHLYHG D FRQFHVVLRQ IURP $,% 8. *U
ZLOO UHPDLQ LQ WKH QRQ SHUIRUPLQJ SUREDWLRQDU\ SHULRG
PRYLQJ WR D SHUIRUPLQJ FODVVLILFDWLRQ
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$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW




1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&UHGLW SURILOH RI WKH ORDQ SRUWIROLR

$,% 8. *URXSxV FXVWRPHU ORDQ SRUWIROLR FRPSULVHV ORDQV LQFOXGLQJ R®
UHFHLYDEOHYV $Q RYHUGUDIW SURYLGHVY D GHPDQG FUHGLW IDFLOLW\ FRPELQHG
FXVWRPHU V GUDZLQJVY WDNH WKH FXUUHQW DFFRXQW LQWR GHELW 7KH EDODQ|
WKH FXVWRPHU $OWKRXJK RYHUGUDIWY DUH FRQWUDFWXDOO\ UHSD\DEOH RQ
SURYLGHG WKH DFFRXQW LV GHHPHG WR EH VDWLVIDFWRU\ IXOO UHSD\PHQW LV (

7KH WDEOH EHORZ DQDO\WHV WKH LQWHUQDO FUHGLW JUDGLQJ SURILOH E\ (&/ V
'"HFHPEHU DQG

$PRUWLVHG FRVW

6WDJH 6WDJH 6WDJH 7RWDO
dP dP dP dpP
6WURQJ o)
6DWLVIDFWRU\ 0
7RWDO VWURQJ VDWLVIDFWRU\ o)
&ULWLFLVHG ZDWFK o)
&ULWLFLVHG UHFRYHU\ o) o)
7RWDO FULWLFLVHG o)

1RQ SHUIRUPLQJ o] o

*URVV FDUU\LQJ DPRXQW
(& DOORZDQFH
&DUU\LQJ DPRXQW

$PRUWLVHG FRVW

6WDJH 6WDJH 6WDJH 7RWDO
dP dP dP dP

6WURQJ o)
6DWLVIDFWRU\ ¢

7RWDO VWURQJ VDWLVIDFWRU\ 0]
&ULWLFLVHG :DWFK 0]
&ULWLFLVHG 5HFRYHU\ o) 0]

7RWDO FULWLFLVHG ¢

1RQ SHUIRUPLQJ o) o)

*URVV FDUU\LQJ DPRXQW
(& DOORZDQFH
&DUU\LQJ DPRXQW
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

J &RQFHQWUDWLRQ H[SRVXUH
&UHGLW FRQFHQWUDWLRQ ULVN DULVHV ZKHUH DQ\ VLQJOH H[SRVXUH RU JURXS |
KDV WKH SRWHQWLDO WR SURGXFH ORVVHV ODUJH HQRXJK UHODWLYH WR $,% 8.
OHYHO WR WKUHDWHQ $,% 8. *URXSxV DELOLW\ WR PDLQWDLQ LWV FRUH RSHUDW!

$,% 8. *URXS KDV D VHFWRU IRFXVHG VWUDWHJ\ 7KH VHFWRUDO DQDO\VLV EHOR
ZKLFK VKRZV WKH PRVW VLJQLILFDQW VHFWRU FRQFHQWUDWLRQV 6RPH RI WKH N
RQ VXFK DV KHDOWK KRVSLWDOLW\ DQG WRXULVP DUH LQFOXGHG ZLWKLQ O2WK

$W 'HFHPEHU WKH PRVW VLJQLILFDQW FRQFHQWUDWLRQ RI H[SRVXUHV ZHUH WR \
PDGH XS RI ORDQV DQG DGYDQFHV WR FXVWRPHUV QDWNXHDBDGHBWRRL
PRUWJDJHV DQG WUDQVSRUW DQG VWRUDRBQV DQG DGYDQFHYV

7KH IROORZLQJ WDEOH VHWV RXW WKH FRQFHQWUDWLRQ RI FUHGLW E\ LQGXVWU
ZLWK ORDQ FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHVHEWPEHE DIQRBZLQJ WKH (&

*URVV FDUU\LQJ DPRXQW $QDO\WHG E\ (&/ SURILOH
QV DQG /IRDQ TRWDG®WDJH 6WDJH 6WDJH 7TRWDO
YD AR

&RQFHQWUDWLRQ E\ VHFRVRU dP dpP dpP dpP dpP

1RQ SURSHUW\ EXVLQHVYV
1DWXUDO UHVRXUFHV
21 ZKLFK UHQHZDEOHYV
/JHLVXUH
ODQXIDFWXULQJ

+HDOWK HGXFDWLRQ DQG
VRFLDO ZRUN

6HUYLFHV

$IJULFXOWXUH IRUHVWU\ DQG
ILVKLQJ

5HWDLO DQG ZKROHVDOH
WUDGH

7TUDQVSRUW DQG VWRUDJH

DWLRQV
KQRORJ\

XUDQFH DQG
H

O

o< T

RSHUW\
EXVLQHVV

3URSHUW\ DQG FRQVWUXFWLRQ
5HVLGHQWLDO PRUWJIDJHV o)
2WKHU SHUVRQDO

,Q $,% 8. *URXS XQGHUWRRN D UHYLHZ RI WKH LQGXVWU\ VHFWRU FRGHV LQFOXGHG
SUHVHQWDWLRQ SURYLGH PRUH UHOHYDQW LQIRUPDWLRQ RQ $,% 8. *URXSxV QRQ SURSH!
KDV DOVRUBMWQ@WHG
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1RWHV WR WKH

ILQDQFLDO VWDWHPHQWYV

*URVV FDUU\LQJ DPRXQW

$QDO\VHG E\ (& SURILOH

/RDQV DQG /RDQ
DGYDQFFRPPLWPHQWYV

WR DQG ILQDQFLDO

FXVWRPHUXDUDQWHHV
LVVXHG

&RQFHQWUDWLRQ E\ VHEWRU dP dpP

TRWD®WDJH 6WDJH 6WDJH

7TRWDO

dpP dpP dpP dP

1RQ SURSHUW\ EXVLQHVV
I1IDWXUDO S5SHVRXUFHYV
21 ZKLFK UHQHZDEOHYV

/HLVXUH

ODQXIDFWXULQJ

+HDOWK HGXFDWLRQ DQG
VRFLDO ZRUN

6HUYLFHYV
$IJULFXOWXUH

-

VKLQJ
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IRUHVWU\ DQG

LO DQG ZKROHVDOH

W DQG VWRUDJH
L

WLRQV
QRORJ\

UDQFH DQG

OO0 I
o< TO
X X

O

7TRWD
EXVLQHVV

@]
O
Py
O

BURSHUW\ DQG FRQVWUXFWLRQ
5HVLGHQWLDO PRUWJIDJHV
2WKHU SHUVRQDO

,Q $,% 8.

*URXS XQGHUWRRN D UHYLHZ RI WKH LQGXVWU\ VHFWRU FRGHV LQFOXGHG
SUHVHQWDWLRQ SURYLGH PRUH UHOHYDQW LQIRUPDWLRQ RQ $,% 8. *URXSxV QRQ SURSH!
KDV DOVR EHHQ UHVWDWHG
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$JHG DQDO\VLV RI FRQWUDFWXDOO\ SDVW GXH ORDQV DQG DGYDQFHV WR FXVWRF
7KH IROORZLQJ WDEOH VKRZV DQ DJHG DQDO\VLV RI FRQWUDFWXDOO\ SDVW GXH
DQDO\VHG E\ (&/ VWBBH@EWMWDQG

$W DPRUWLVHG FRVW

1RW SDVW 7RWDO 7RWDO
GXH GD\V GD\V GD\V GD\VSDVW GXH
,QGXVWU\ VHFWRU dpP dpP dpP dP dP dpP dpP
1RQ SURSHUW\ EXVLQHVV
1DWXUDO 5HVRXUFHYV o o o]
21 ZKLFK UHQHZDEOHV o) o) ) o) o)
/HLVXUH o}
ODQXIDFWXULQJ o ]
+HDOWK HGXFDWLRQ DQG VRFLDO ZRUN o] o]
6HUYLFHV o} o}
$JULFXOWXUH IRUHVWU\ DQG ILVKLQJ o}
5HWDLO DQG ZKROHVDOH WUDGH o} o]
7UDQVSRUW DQG VWRUDJH o o o] o] o
7HOHFRPPXQLFDWLRQV PHGLD DQG ) ) )
WHFKQRORJ\ o} o o} o
JLQDQFLDO LQVXUDQFH DQG RWKHL} ) ) )
JRYHUQPHQW DFWLYLWLHYV o} ¢} o} o} o}
BURSHUW\ DQG FRQVWUXFWLRQ o
5HVLGHQWLDO PRUWJDJHV
2WKHU SHUVRQDO o) o] )
7RWDO JURVV FDUU\LQJ DPRXQW
$VVHW TXDOLW)\
6WDJH o o] o]
6WDJH o}
6WDJH
$V D SHUFHQWDJH RI WRWDO JURVYVY ORDQV
,Q $,% 8. *URXS XQGHUWRRN D UHYLHZ RI WKH LQGXVWU\ VHFWRU FRGHV LQFOXGHG

SUHVHQWDWLRQ SURYLGH PRUH UHOHYDQW LQIRUPDWLRQ RQ $,% 8. *URXSxV QRQ SURSH!
KDV DOVREWWDWHG
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$W DPRUWLVHG FRVW

1RW SDVW 7RWDO SD
; V¥wb o

X GD\V GD\V GD\V GD\V GXH
P

w
G
d dp dpP dpP dpP dp dp

,QGXVWU\ VHFWRU

1RQ SURSHUW\ EXVLQHVYV
1DWXUDO 5HVRXUFHYV
21 ZKLFK UHQHZDEOHYV
/HLVXUH
ODQXIDFWXULQJ
+HDOWK HGXFDWLRQ DQG VRFLDO ZRUN O
6HUYLFHV
$JULFXOWXUH IRUHVWU\ DQG ILVKLQJ
5HWDLO DQG ZKROHVDOH WUDGH
7UDQVSRUW DQG VWRUDJH o)

7HOHFRPPXQLFDWLRQV PHGLD DQG
WHFKQRORJ\

JLOQODQFLDO LQVXUDQFH DQG RWKHU
JRYHUQPHQW DFWLYLWLHV o)

o] o]
o o]

o O OO0

oo o0 0000000 0O OO

7RWDO QRQ SURSHUW\ EXVLQHVV
BURSHUW\ DQG FRQVWUXFWLRQ
5HVLGHQWLDO PRUWJDJHV
2WKHU SHUVRQDO o) o)

7TRWDO JURVV FDUU\LQJ DPRXQW

$VVHW TXDOLW)\

6WDJH o] o] o]
6WDJH o]
6WDJH

$V D SHUFHQWDJH RI WRWDO JURVYV
ORDQV

0 0

.Q $,% 8. *URXS XQGHUWRRN D UHYLHZ RI WKH LQGXVWU\ VHFWRU FRGHV LQFOXGHG
SUHVHQWDWLRQ SURYLGH PRUH UHOHYDQW LQIRUPDWLRQ RQ $,% 8. *URXSxV QRQ SURSH
KDV DOVR EHHQ UHVWDWHG
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

K *URVV ORDQV DQG (&/ PRYHPHQWV
7KH IROORZLQJ WDEOHV VHW RXW WKH PRYHPHQWYVY LQ WKH JURVV FDUU\LQJ DPR
FXVWRPHUV DW DPRUWLVHG FRVW EDQXDWWDQGQHEHMEAHHQ®QG WKH FRUUHVSRQ
PRYHPHQWYV EHW@XDBIQ DQG 'HFHPEHU

$FFRXQWV WK WULJJHUHG PRYHPHQWY EHWZHHQ 6WDJH DQG 6WDJH DV D Ut
DV GLVFORVHIGIR® E® MKDW VXEVHTXHQWO\ UHYHUWHG ZLWKLQ WKH \HDU WR
O7UDQVIHUUHG IURP 6WDJH WR 6WDJH DQG O7UDQVIHUUHG IURP 6WDJH WR 6
DLGV WKH XQGHUVWDQGLQJ RI WKH XQGHUO\LQJ FUHGLW PLJUDWLRQ

*URVV FDUU\LQJ DPRXQW PRYHPHQWYV
$,% 8. *URXS

6WDJH 6WDJH 6WDJH 7RWDO
dP dP dP dP

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o] o]

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o} o}

7UDQVIHUUHG WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH o}

1HZ ORDQV RULJLQDWHG WRS XSV o] o]
5HGHPSWLRQV UHSD\PHQWYV
,QWHUHVW DSSOLHG

"ULWH RIIV o) o)
'"HUHFRJQLVHG GXH WR GLVSRVDOV
([FKDQJH WUDQVODWLRQ DGMXVWPHQWYV o)

2WKHU PRYHPHQWYV
$W '"HFHPEHU

$,% 8. *URXS

6WDJH 6WDJH 6WDJH 7RWDO
dpP dpP dpP dpP

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o) o)

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o o

7UDQVIHUUHG WR 6WDJH o)

7UDQVIHUUHG IURP 6WDJH o)

1HZ ORDQV RULJLQDWHG WRS XSV o] o]
5HGHPSWLRQV UHSD\PHQWYV

,QWHUHVW DSSOLHG

:ULWH RIIV o} o}
'"HUHFRJQLVHG GXH WR GLVSRVDOV

([FKDQJH WUDQVODWLRQ DGMXVWPHQWYV

2WKHU PRYHPHQWYV

$W 'HFHPEHU

7KH SUHVHQWDWLRQ RI ORDQ PRYHPHQWY LQ WKH DERYH WDEOHV GLIIHUV IUREWKH PRYHP
7KH JURVV FDUU\LQJ DPRXQW PRYHPHQW LV UHFRUGHG DW HDFK PRQWK HQG ZLWK PRYHPH
HQG 7KH VXP RI DOO PRQWKY PRYHPHQW LV WKHQ SUHVHQWHG

,QFOXGHV ORDQV UHQHJRWLDWHG

,QFOXGHV WKH QHW PRYHPHQW RQ UHYROYLQJ FUHGLW IDFLOLWLHYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

(& DOORZDQFH PRYHPHQWYV

$,% 8. *URXS $,% 8.

6WDJH 6WDJH 6WDJH 7RWDO
dpP dP dP dP

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o}

7UDQVIHUUHG WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH o) o)

1HW UHPHDVXUHPHQW

1HZ ORDQV RULJLQDWHG WRS XSV o o

5HGHPSWLRQV UHSD\PHQWYV o}

,PSDFW Rl PRGHO DQG RYHUOD\ FKDQJHV

,PSDFW Rl FUHGLW RU HFRQRPLF ULVN SDUDPHWHUV

,QFRPH VWDWHPHQW QHW FUHGLW LPSDLUPHQW FKDUJH
ZULWHEDFN

:ULWH RIIV o o
'"HUHFRJQLVHG GXH WR GLVSRVDOV o o
2WKHU PRYHPHQWYV

$W '"HFHPEHU

$,% 8. *URXS $,% 8.

6WDJH 6WDJH 6WDJH 7RWDO
dpP dpP dpP dpP

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o}

7UDQVIHUUHG WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH o}

1HW UHPHDVXUHPHQW

1HZ ORDQV RULJLQDWHG WRS XSV o) o)

5SHGHPSWLRQV UHSD\PHQWYV o}

,PSDFW RI PRGHO DQG RYHUOD\ FKDQJHV

,PSDFW Rl FUHGLW RU HFRQRPLF ULVN SDUDPHWHUV

,QFRPH VWDWHPHQW QHW FUHGLW LPSDLUPHQW FKDUJH

:ULWH RIIV o o

'"HUHFRJQLVHG GXH WR GLVSRVDOV

2WKHU PRYHPHQWYV o]
$W "HFHPEHU
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

L ORYHPHQWYV LQ RIIl EDODQFH VKHHW H[SRVXUHV
7KH IROORZLQJ WDEOHYVY VHW RXW WKH PRYHPHQWY LQ WKH QRPLQDO DPRXQW DQ
(&/ VWDJLQJ IRU WKHFHPEWHWRQG

I1RPLQDO DPRXQW PRYHPHQWYV
$,% 8. *URXS $,% 8.

6WDJH 6WDJH 6WDJH 7RWDO
dP dP dpP dpP

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o] o]

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o} o}

7UDQVIHUUHG WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH o}

1HW PRYHPHQW
$W 'HFHPEHU

$,% 8. *URXS $,% 8.

6WDJH 6WDJH 6WDJH 7RWDO
dP dpP dP dpP

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o o}

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o] o]

7UDQVIHUUHG WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH o}

1HW PRYHPHQW
$W  'HFHPEHU
,QFOXGHV QHZ FRPPLWPHQWYV XWLOLVHG DQG H[SLUHG FRPPLWPHQWYV

(& DOORZDQFH PRYHPHQWYV

$,% 8. *'URXS $,% 8.

6WDJH 6WDJH 6WDJH 7RWDO
dP dP dP dpP
$W -DQXDU\
7UDQVIHUUHG IURP 6WDJH WR 6WDJH o) o) o) )
7UDQVIHUUHG IURP 6WDJH WR 6WDJH o
7UDQVIHUUHG WR 6WDJH o) o) o} o}
7UDQVIHUUHG IURP 6WDJH o) o) o) o)
1HW UH PHDVXUHPHQW

1HW LQFRPH VWDWHPHQW FUHGLW
2WKHU PRYHPHQWYV 0 o
$W  'HFHPEHU

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 8. *URXS $,% 8.

6WDJH 6WDJH 6WDJH 7RWDO

dP dP dP dp

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o o

7UDQVIHUUHG WR 6WDJH o o

7UDQVIHUUHG IURP 6WDJH o o

1HW UH PHDVXUHPHQW o

1HW LQFRPH VWDWHPHQW FUHGLW o) 6]

2WKHU PRYHPHQWYV o) o)

$W  'HFHPEHU

M &UHGLW UDWLQJV RI FRQWLQJHQW OLDELOLWLHY DQG FRPPLWPHQWYV
7KH LQWHUQDO FUHGLW UDWLQJV RI FRQWLQJHQW OLDELOLWLHY DQG FRPPLWPHC

dP dP

6WURQJ

6DWLVIDFWRU\
&ULWLFLVHG ZDWEFK
&ULWLFLVHG UHFRYHU\
'"HIDXOW

N &ROODWHUDO KHOG

&UHGLW ULVN PLWLIJDWLRQ PD\ LQFOXGH D UHTXLUHPHQW IRU $,% 8. *URXS WR F
ZKHQ GHHPHG DSSURSULDWH DQG KDV D VHULHV RI SROLFLHY DQG SURFHGXUHV
RI VXFK FROODWHUDO ,Q VRPH FLUFXPVWDQFHYV GHSHQGLQJ RQ WKH FXVWRPHU)
*URXS PD\ OHQG XQVHFXUHG

:KHUH FROODWHUDO DQG RU JXDUDQWHHY DUH UHTXLUHG WKH\ DUH XVXDOO\ WD
Rl WKH ERUURZHUxV GHIDXOW $,% 8. *URXS PDLQWDLQV SROLFLHV ZKLFK GHWDL(

7KH SULQFLSDO FROODWHUDO W\SHV IRU ORDQV DQG DGYDQFHYV DUH

&KDUJHV RYHU EXVLQHVYVY DVVHWYV VXFK DV SUHPLVHV LQYHQWRU\ DQG DFFRXQ
&KDUJHV RYHU RWKHU DVVHWV VXFK DV SODQW DQG PDFKLQHU\ PDULQH YHVVH
ORUWJDJH OHJDO FKDUJH RYHU UHVLGHQWLDO DQG FRPPHUFLDO UHDO HVWDWH
&KDUJHV RYHU ILQDQFLDO LQVWUXPHQWY VXFK DV GHEW VHFXULWLHY DQG HTXI

QO QO

7KH QDWXUH DQG OHYHO RI FROODWHUDO UHTXLUHG GHSHQGV RQ D QXPEHU RI I
RI WKH FUHGLW IDFLOLW\ DQG WKH DPRXQW RI H[SRVXUH &ROODWHUDO KHOG I
DGYDQFHV LV GHWHUPLQHG E\ WKH QDWXUH RI WKH LQVWUXPHQW 'HEW VHFXUL
ZLWK WKH H[FHSWLRQ RI DVVHW EDFNHG VHFXULWLHYV ZKLFK DUH VHFXUHG E\ D ¢

&ROODWHUDO LV QRW XVXDOO\ KHOG DJDLQVW ORDQV DQG DGYDQFHV WR EDQNYV
KHOG bv SDUW RI UHYHUVH UHSXUFKDVH RU VHFXULWLHYV ERUURZLQJ WUDQVDFW|
LOQWR XQGHU D PDVWHU QHWWLQJ DJUHHPHQW

JRU QRQ PRUWJIDJH QRQ SURSHUW\ OHQGLQJ ZKHUH FROODWHUDO LV WDNHQ L

DVVHWY VXFK DV LQYHQWRU\ DQG DFFRXQWY UHFHLYDEOHV ,Q VRPH FDVHV D
JXDUDQWHH VXSSRUWHG E\ D OLHQ RYHU SHUVRQDO DVVHWY PD\ DOVR EH WDNHQ

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

:ULWH RIIV

7KH FRQWUDFWXDO DPRXQW RXWVWDQGLQJ RI ORDQV ZULWWHQ RII GXULQJ WKH '

WRQHO d P ZKLFK LQFOXGHV ERWK IXOO DQG SDUWLDO ZULWH RIIV 7RWDO FX
'"HFHPEHU DPRXQWHR WR dP

O )RUEHDUDQFH

JRUEHDUDQFH RFFXUV ZKHQ D FXVWRPHU LV JUDQWHG D WHPSRUDU\ RU SHUPD:
H[LVWLQJ FRQWUDFWHG WHUPV RI D ORDQ IRU UHDVRQV UHODWLQJ WR WKH DF
FXVWRPHU $ IRUEHDUDQFH DJUHHPHQW LV HQWHUHG LQWR ZKHUH WKH FXVWRPH
XQDEOH WR PHHW WKHLU ORDQV WR $,% 8. *URXS LQ FRPSOLDQFH ZLWK WKH H|
ORGLILFDWLRQV WR WKH RULJLQDO FRQWUDFW FDQ EH RI D WHPSRUDU\ RU SHUPD

$,% 8. *URXS RIIHUV VXSSRUW E\ ZD\ Rl IRUEHDUDQFH DUUDQJHPHQWY WR FX\
FRPPHUFLDO DQG UHWDLO PRUWJDJH SRUWIROLRY )RUEHDUDQFH VXSSRUW LV S|
IRU ERWK $,% 8. *URXS DQG WKH FXVWRPHU LQ WKDW LW FDQ LPSURYH FROOHFW
UHDOLVHG ORVVHV $,% 8. *URXS FRQVLGHUV UHTXHVWYV IURP FXVWRPHUV ZKR D!
E\ FDVH EDVLV LQ OLQH ZLWK WKH 3DUHQW *URXSxV JRUEHDUDQFH 3ROLF\ DQG U}

$ UHTXHVW IRU IRUEHDUDQFH LV D WULJJHU HYHQW IRU $,% 8. *URXS WR XQGHU
FLUFXPVWDQFHYVY SULRU WR DQ\ GHFLVLRQ WR JUDQW D IRUEHDUDQFH PHDVXUH
JUDGH DVVLJQHG DQ LQFUHDVH LQ WKH H[SHFWHG FUHGLW ORVYV DQG ZLOO DOV
ZKHWKHU WKH IRUEHDUDQFH SURSRVDO LV DJUHHG WR RU QRW )DFLOLWLHV WR
FODVVLILHG DV IRUERUQH XQWLO DQ DSSURSULDWH SUREDWLRQ SHULRG KDV SDV

&RPPHUFLDO IRUEHDUDQFH

$ FRPPHUFLDO IRUEHDUDQFH PHDVXUH RFFXUV ZKHQ $,% 8. *URXS IRU UHDVRQV
VWUHVV RI D ERUURZHU JUDQWYV D FRQFHVVLRQ RU PRGLILFDWLRQ WR WKH RUL
RWKHUZLVH QRW EH MXVWLILHG ZLWK D YLHZ WR UHFHLYLQJ PRUH VXVWDLQDE
UHSD\PHQW 7\SHV RI FRPPHUFLDO IRUEHDUDQFH LQFOXGH WHPSRUDU\ PHDVXUH\
PRUDWRULXP DQG SHUPDQHQW PHDVXUHV VXFK DV WHUP H[WHQVLRQ DQG DUUHI

5HVLGHQWLDO PRUWJDJHV IRUEHDUDQFH
,W LV $,% 8. *URXSxV SROLF\ WR HQDEOH FXVWRPHUV ZKR DUH H[SHULHQFLQJ \
SURSHUW\ ZKHUH SRVVLEOH

,] D PRUWJDJH FXVWRPHU QRWLILHV $,% 8. *URXS RI FXUUHQW RU OLNHO\ IXWXU
LPSDLUPHQW $,% 8. *URXS XQGHUWDNHYV D IXOO ILQDQFLDO UHYLHZ RI WKH FXV)\
IRUIRUEHDUDQFH WR LWV 5HWDLO )6* WHDP

3D\PHQW EUHDN RSWLRQV LQWURGXFHG VSHFLILFDOO\ WR VXSSRUW FXVWRPHU
GHILQLWLRQ RI JHQHUDO SD\PHQW PRUDWRULD DV RXWOLQHG LQ WKH UHOHYD(
PHDVXUHYV

7R EH DFFHSWDEOH DQ\ IRUEHDUDQFH SURSRVDOV QHHG WR UHDVRQDEO\ GHP
VXVWDLQDEOH RYHU LWV IXO0O OLIH &RQVLGHUDWLRQ LV JLYHQ ZKHQ IRUEHDUD
SURYLVLRQLQJ IRU LPSDLUPHQW

JRUEHDUDQFH RSWLRQV PD\ LQFOXGH

D SHULRG IXUWKHU SHULRG RI LQWHUHVW RQO\ SD\PHQWYV

LQ H[FHSWLRQDO FLUFXPVWDQFHV D PRUDWRULXP Rl FDSLWDO DQG LQWHUHVYV
UHSD\PHQW FOHDUDQFH LV HYLGHQW ZLWKLQ DQ DFFHSWDEOH WLPHVFDOH

DQ DJUHHG FRQWUDFWHG UHSD\PHQW DPRXQW IRU D GHILQHG SHULRG

D WHUP H[WHQVLRQ

FDSLWDOLVDWLRQ RI DUUHDUV ZKHUH QR RWKHU RSWLRQ LV IHDVLEOH DQG W
DSSURDFK WR EH SXW LQ SODFH

Q-

O Q

$,% 8. *URXS ZLOO DJUHH WKH WHUP IRU VXFK IRUEHDUDQFH SURSRVDOV RQ D FD
VKRXOG UHWXUQ WR IXOO FDSLWDO DQG LQWHUHVW UHSD\PHQW /RDQV LQ UHVSEH
OLQH ZLWK H[LVWLQJ FRQWUDFWHG WHUPV

,Q FDVHV ZKHUH IRUEHDUDQFH LV GHFOLQHG EXW WKH FXVWRPHU RIIHUV D PRQV
RQ D WHPSRUDU\ EDVLY KRZHYHU QRUPDO GHIDXOW SURFHGXUHV ZLOO FRQWLQ?

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

,] DW WKH HQG RI bQ DJUHHG SHULRG RI IRUEHDUDQFH WKH FXVWRPHU FDQQRW
DUUHDUV EHFRPH D IHDWXUH WKH FDVH ZLOO FRQWLQXH WR EH PDQDJHG E\ WK
SHULRG RI IRUEHDUDQFH PD\ EH H{IWHQGHG EH\RQG WKH RULJLQDOO\ DJUHHG IRU

7KH IROORZLQJ WDEOH VHWYV RXW WKH LQWHUQDO FUHGLW UDWLQJV DQG (&/ VW
DPRUWLVHG FHRAWVWP BMW DQG

JRUERUQH ORDQV DQG DGYDQFHV WR FXVWRPHUYV

5HVLGHQWLDZWKHU 3URSHUW\ 1RQ 7RWDO
PRUWJDJHY¥HUVRQDO DQG SURSHUW\
FRQVWUXFVEXRQQHVV

dpP dpP dpP dpP dp
$QDO\VHG E\ IRUEHDUDQFH W\SH
7HPSRUDU\ IRUEHDUDQFH o)
3HUPDQHQW IRUEHDUDQFH o)
7RWDO o)

$QDO\WVHG E\ LQWHUQDO FUHGLW UDWLQJV
6WURQJ o) .
6DWLVIDFWRU\ o]
7RWDO VWURQJ VDWLVIDFWRU\ o}
&ULWLFLVHG ZDWFK o)
&ULWLFLVHG UHFRYHU\

7RWDO FULWLFLVHG

1RQ SHUIRUPLQJ

*URVV FDUU\LQJ DPRXQW

o O

o0 |0 O
o0 O O
o0 |0 O

o OO0 OO

O

$QDO\VHG E\ (&/ VWDJLQJ

6WDJH o]
6WDJH

6WDJH

328&, o
7RWDO

oo O O O

(& DOORZDQFH o

21 ZKLFK LQWHHUMHVID\RPRIQW PRUOIPWBHGXFHG SIDRPHQW

21 ZKLFK DPHQGPHQW WR RU QRQ HQIR UfF HP HIGW VR WX ERNVIRQALHDIDU W RFYDHSQL MDD LVDWLRQ DQG W
d P

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

JRUERUQH ORDQV DQG DGYDQFHV WR FXVWRPHUYV

5HVLGHQWLR&KHU 3URSHUW\ 1RQ 7RWDO
PRUWJDJHSYHUVRQDO DQG SURSHUW\
FRQVWUXFWXRROQQHVV

dP dpP dpP dp dpP
$QDO\WVHG E\ IRUEHDUDQFH W\SH
7HPSRUDU\ IRUEHDUDQFH o}
3HUPDQHQW IRUEHDUDQFH o
7RWDO o

$QDO\WHG E\ LQWHUQDO FUHGLW UDWLQJV
6WURQJ o]
6DWLVIDFWRU\ o]
7RWDO VWURQJ VDWLVIDFWRU\ o}
&ULWLFLVHG ZDWFK o
&ULWLFLVHG UHFRYHU\
7RWDO FULWLFLVHG

1RQ SHUIRUPLQJ

*URVV FDUU\LQJ DPRXQW

[oe)
[oe)

O

oo O
oo O O

O

o OO0
O

o O

O

$QDO\WHG E\ (&/ VWDJLQJ

6WDJH o]
6WDJH

6WDJH

32&, o]
7RWDO

o O O

o OO

(&/ DOORZDQFH

21 ZKLFK LQW@ UH V3D WPQI@QW P Rt DRV RUHGPFHG SIIPAPHQW
21 ZKLFK DPHQGPHQW WR RU QRQ HQIRUFHPH Q MWV RUX O RIFED BDARY ARSIQWD OLVDWLRQ DQG
H[WHQ& LRPQ

,QYHVWPHQW VHFXULWLHYV
$,% 8. *'URXS $,% 8.

dP dpP

(TXLW\ VHFEXULWLHV
(TXLW\ VKDUHV XQOLVWHG PHDVXUHG DW )973/

7TRWDO HTXLW\ VHFXULWLHV

7TRWDO LQYHVWPHQW VHFXULWLHYV

7KH MXGIJHPHQMWMLWRG LOYROYHG LQ WKH DVVHVVPHQW RI WKH IDLU YDOXH RI LQY

&ULWLFDO DFFRXQWLQJ MXGJHPHQWY DQG HVWLPDWHYV 7KH VHQVLWLYLW\ R
DOWHUQDWLYH DVVXPSWLRQV LQ WKIHFHPEUW Yy D@QXGCH ADNOVH@DRWWVWRQ®WRWH DQG
)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

,QYHVWPHQWY LQ JURXS XQGHUWDNLQJV

$,% 8.
dpP dP
$W -DQXDU\
$W '"HFHPEHU
TKNXEVUIBXQGHUWDNLRBMFHEMU
6XEVLGLDU\ QDPH <HDU HQG1IDWXUH RI 3ODFH RI 5HILVWHUHG RIILFH
EXVLQHVV LQFRUSRUDWLRQ
JLUVW 7UXVW )LQDQFLDO 6'HEWHIPEHH QPQWIHE 1RUWKHUQ ,UHGMMG6WUHHW
VHUYLFHV %HOIDVW

%7 + +
I1RUWKHUQ ,UHODQG

$,% -RLQW 9HQWXUHV /LPLWHGEGPEHWQWYHVWPHQWJIODQG DQGEWOHNOHQ V
VKDIW

/

(
(QJODQ
$,% 3HQVLRQV 8. /LPLWHG 'HFHPEHRUPDQW (QJODQG DQG)LDJVAW
RPSDQ\ 7UL

(—/-uoo

$,% 8. KROGVRI WKH RUGLQDU\ VKDUHV Rl WKH FRPSDQLHY OLVWHG ZLWK WKH I
ZKLFK LW KRROGWKH RUGLQDU\ VKDUHYV

$wW 'HFHPEHU $,% 8. KHOG RI WKH LRUG 7Q B Y W V)L QDHRAIROHOG SIDQQ@ QL QY WL7 L
/HDVLQJ 1R 1RUWKHUQ ,UHODQG /LPLWHG ZKLFK KDG FHDVHG WUDGLQJ DQG ZH

$W 'HFHPEHU $,% 8. *URXS KHOG QR LQYHVWPHQWYV LQ D\QULRFL DW¥HRBXRQQHHEU WR
DFFRUGDQFH ZIQWKHV#PHQWY LQ $VVRFLDWHV

7KH SULQFLSD DFWLYLWLHV RI $,% 8. DQG LWV VXEVLGLDULHV $,% 8. *URXS D
6WUDWHJLF UHBRUW RQ SDJH

'LYLGHQGV IURP VXEVLGLDU\ XQGHUWDNLQJV

,Q D GLYLGHREDMM UHFHLYHG IURP )LUVW 7UXVW )LQDQIFLO ILGHNQY GEMIV/A P LRV H
UHFHLYHG IURP )LUVW 7UXVW )LQDQFLDO 30DQQLQJ /LPLWHG DQG D GLYLGHQG R
I1RUWKHUQ ,UHODQG /LPLWHG

,PSDLUPHQW RI VXEVLGLDU\ XQGHUWDNLQJV
,Q WKHUH ZDV QR LPSDLUPHQW FKDUJH RQ WKH LQYHVWPHQWY LQ VXEVLGLDL

WKH LQYHVWPHQW LQ )LUVW 7UXVWd) LR DQIEL PLOJ 8 &/ DXV /HDVWEIE IR~ 1RUWKH
RI'd P

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW




1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

, QWDQJLEOH DVVHWYV

$,% 8. *URXS $,% 8.

6RIWZDUH 6RIWZDUH 6RIWZDUH 7RWDO

H[WHUQDOQ@QWHUQDOO\XQGHU

SXUFKDVHGHQHUDWRHRRVWUXFWLRQ

dpP dP dP dP
&RVW
$W -DQXDU\
$GGLWLRQV o
$PRXQWV ZULWWHQ RII 0 o)
$W 'HFHPEHU
$PRUWLVDWLRQ LPSDLUPHQW
$W -DQXDU\ o
$PRUWLVDWLRQ IRU WKH \HDU o o
$PRXQWV ZULWWHQ RII 0 e)
$W  'HFHPEHU o)
&DUU\LQJ YDOXH DW  'HFHPEHU 0
$,% 8. *URXS $,% 8.

6RIWZDUH 6RIWZDUH 6RIWZDUH 7TRWDO

HIWHUQDOQQWHUQDOOXQGHU

SXUFKDVHGHQHUDWHABQVWUXFWLRQ

dP dpP dP dP

&RVW
$W -DQXDU\
$GGLWLRQV o o)
7UDQVIHUV LQ RXW o o]
$PRXQWV ZULWWHQ RII o

$W  'HFHPEHU

$PRUWLVDWLRQ LPSDLUPHQW

$W -DQXDU\

$PRUWLVDWLRQ IRU WKH \HDU o
$PRXQWV ZULWWHQ RII

o0 O O

$W  'HFHPEHU

&DUU\LQJ YDOXH DW 'HFHPEHU o

5HODWHV WR DVVHWYV ZKLFK DUH QR ORQJHU LQ XVH ZLWK D dQLO FDUU\LQJ YDOXH
,QFOXGHG LQ O,PSDLUPHQW DQG DPRUWLVDWLRQ RI LQWDQJLEOH DVVHWVx LQ WKH FRQVR

$00 LQWDQJLEO'H BHWEHWNDIMG KDYH ILQLWH XVHIXO OLYHYV

JXWXUH FDSLWDO H[SHQGLWXUH LQ UHODWLRQ WR ERWK LQWDQJLEOH DVVHWYV DC(

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

SURSHUW\ SODQW DQG HTXLSPHQW

$,% 8. *URXS DQG $,% 8.

2ZQHG DVVHWYV /HDVHG
DVVHWV
3URSHUW\ (TXLSPHBWIJKW RI XVH 7RWDO
DVVHWYV
JUHHKRQEBDVHKROG 3URSHUW\
XQGHU
\HDUV
dpP dpP dP dpP dP
&RV W
$W -DQXDU\
$GGLWLRQV 0 0 o
$PRXQWV ZULWWHQ RII ) ) o)
2WKHU ) o] o
$W '"HFHPEHU
'HSUHFLDWLRQ DQG LPSDLUPHQW
$W -DQXDU\
"HSUHFLDWLRQ FKDUJH IRU WKH \HDU o}
$PRXQWV ZULWWHQ RII 0 0 o
2WKHU o) o} o

$W '"HFHPEHU

&DUU\LQJ YDOXH DW '"HFHPEHU

5HODWHV WR DVVHWYV ZKLFK DUH QR ORQJHU LQ XVH ZLWK D dQLO FDUU\LQJ YDOXH
,QFOXGHG LQ ,PSDLUPHQW DQG GHSUHFLDWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW LC

7KH QHW FDUU\LQJ YDOXH RI SURSHUW\ RFFXSLHG E\ $HRHPEHIRXBDWYRU LWV RZQ D
d P LQ UHODWLRQ WR RIZ®H® DMVHMWWLRQGVNR ULJKW RI 3VYR IHWVUIMWWOHDVHG WR R!
$,% 8. *URXS KDG D FDUWUPLQJ YD XH RI

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 8. *URXS DQG $,% 8.

2ZQHG DVVHWYV /HDVHG 7RWDO
DVVHWYV
3URSHUW\ (TXLSPHGWIKW F
DVV
JUHHKRQG@EDVH 3URSHUW\
XQGH
\HD

dpP dpP dpP dpP dpP
&RVW
$W -DQXDU\
$GGLWLRQV o) o)
7UDQVIHUV WR KHOG IRU VDOH o] o]
5HPHDVXUHPHQWYV o o ¢
(DUO\ WHUPLQDWLRQ PDWXULWLHY o ¢
$PRXQWV ZULWWHQ RII 0 0
$W "HFHPEHU
'"HSUHFLDWLRQ DQG LPSDLUPHQW
$W -DQXDU\
'"HSUHFLDWLRQ FKDUJH IRU WKH \ADU o}
,PSDLUPHQW FKDUJH IRU WKH \HDU o] o]
7UDQVIHUV WR KHOG IRU VDOH o] o]
(DUO\ WHUPLQDWLRQ PDWXULWLH (o} o}

$PRXQWV ZULWWHQ RII o) o)
$W 'HFHPEHU

&DUU\LQJ YDOXH DW 'HFHPEHU

5HODWHV WR DVVHWYV ZKLFK DUH QR ORQJHU LQ XVH ZLWK D dQLO FDUU\LQJ YDOXH
,QFOXGHG LQ ,PSDLUPHQW DQG GHSUHFLDWLRQ Rl SURSHUW\ SODQW DQG HTXLSPHQW
FKDUJH UHODWHV WR SURSHUWLHV DQG WR HTXLSPHQW LQVLGH WKHP WKDW ZHUH YDFI
IXWXUH DV SDUW RI WKH UHVWUXFWXUH RI WKH EXVLQHVV

7KUHH 1, EUDQFK SURSHUWLHVIRH DHWRWGBOGSURQAW RI d P QRWH

JXWXUH FDSLWDO H[SHQGLWXUH

JXWXUH FDSLWDO H[SHQGLWXUH UHODWHY WR ERWK SURSHUW\ @IODQWQDQG HTX
HVYWLPDWHG RXWVWDQGLQJ FRPPLWPHQWYV IRU FDSLWDO H[SHQGLWXUH QRW SUR"

&DSLWDO H[SHQGLWXUH DXWKRULVHGPEXW RQRW \HW FRQWUDFWHG IRU LV

/IHDVHG $VVHWYV

BURSHUW\

$,% 8. *'URXS OHDVHV SURSHUW\ IRU LWV RIILFHVY DQG UHWDLO EUDQFK RXWOHW\
DQG FRQWDLQ D ZLGH UDQJH RI GLITHUHQW WHUPV DQG FRQGLWLRQV ORVW RI W|
DQ RSWLRQ WR UHQHZ WKH OHDVH IRU DQ DGGLWLRQDO SHULRG DIWHU WKH HQCG
H[HUFLVH WKHVH RSWLRQV WKLV KDV EHHQ WDNHQ LQWR DFFRXQW LQ GHWHUPLC

JLQDQFH OHDVH FRPPLWPHQWYV
7KHUH DUH D VPDOO QXPEHU Rl REOLJDWLRQV XQGHU ILQDQFH OHDVHV ZKHUH $,
WRWDO IXWXUH SD\PHQWYV DQG WKH WRWDO SUHVHQW YDOXH DUH GH PLQLPLV

/HDVH OLDELOLWLHYV
$ PDWXULW\ DQDO\VLVY RI OHDVH OLDELOLWLHVY LV VKRZQ LQ QRWH

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

2ZWKHU DVVHWYV

$,% 8. *URXS $,% 8.

dpP dP

SURFHHGY GXH IURP GLVSRVDO RI ORDQ SRUWIROLR ¢}
,WHPV LQ WUDQVLW

,WHPV LQ FRXUVH RI FROOHFWLRQ

2WKHU GHEWRUV

'"HIHUUHG WD[DWLRQ

$,% 8. *'URXS $,% 8.

dpP dP

'"HIHUUHG WD[ DVVHWYV

8QXWLOLVHG WD[ ORVVHYV

&DVK IORZ KHGJHYV

2ZWKHU

7TRWDO JURVV GHIHUUHG WD[ DVVHWYV

'"HIHUUHG WD[ OLDELOLWLHYV

S5HWLUHPHQW EHQHILWYV

7TRWDO JURVV GHIHUUHG WD[ OLDELOLWLHYV
1HW GHIHUUHG WD[ DVVHWYV

5HSUHVHQWHG RQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ
'"HIHUUHG WD[ DVVHWYV
'"HIHUUHG WD[ OLDELOLWLHV

$QDO\WLV RI PRYHPHQWY LQ GHIHUUHG WD[DWLRQ

dpP dP

$W -DQXDU\

'"HIHUUHG WD[ WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH

,QFRPH VWDWHPHQW QRWH

2WKHU DGMXVWPHQWYV o)
$W 'HFHPEHU

$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU GHIHUUHG WD[ LV VHW RXW LQ QRWH

"HIW@ WD[ LV FDOFXODWHG LQ IXO0O RQ WHPSRUDU\ GLIIHUHQFHV XQGHU WKH OL
GHIHUUHG SWH[ RQQXWLOLVHG WD[ ORVVHV ZKLFK LV QRW O L DUHFHR MR \V\M K& HDEWD @/
UHOHYDQW WD[ UDMM 8HR¥ K DHQUUDWH RI FRUSRUDWLRQ WD[ LQFUHDVHG IURP
UHGXFHG IURP WR  ZLWK HIIHFKMH IGRPHUBSIGLW D'HEWMPHEWUDKDY EHHQ FDOFXOD\
EDVHG RQ DQ DJJUHJDWHG UDWH RI DSDUW I8BR WX & XGHIGHIUHHGS WMD{[ MRANHHW
FDOFXODWHG XVLQJ D UDWH RI

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

'"HIHUUWAG[ DVVHWY DUH UHFRJQLVHG IRU XQXVHG WD[ ORVVHV WR WKH H[WHQW L
SURILWY DJDLQVW ZKLFK WKH ORVVHV FDQ EH XVHG W UHTXLUHV VLIJQLILFDQW
WHUP IXWXUH SURILWDELOLW\ DQG MfMWHHQ@BWYLRG RYHU ZKLFK UHFRYHU\

,Q DVVHVVLQJ IXWXUH SURILWDELOLW\ WKH %RDUG KDV FRQVLGHUHG D UDQJH RI
SULQFLSDO SRVLWLYH HYLGHQFH DQG IDFWRUV LQFOXGH

a$ % 8. *URXS GHOLYHUHG D SUH WD[ SURILW RI d P LQ d P LQ DQG
SURILWDELOLW\ IROORZLQJ D ORVV LQ GXH WR KLJKHU (&/V GXULQJ WKH &2

a$ % 8. *URXS KDV DFKLHYHG SUH WD[ SURILWV HDFK \HDU IURP WR DQG
SRVLWLYH HDUQLQJV SULRU WR SUH WD[ ORVVHV LQFXUUHG LQ GULYHQ

a$ % 8. *URXS LPSOHPHQWHG D UHYLVHG VWUDWHJ\ DQG UHRUJDQLVHG VWUXFW
DQG DV SDUW RI WKLV VWUDWHJ\ LQFOXGLQJ WKH VDOH RI WKH $,% *% 6
SHUIRUPLQJ ORDQV 7KH SURJUDPPH RI PDQDJHG H[LW RI WKH $,% *% 60( FXV)\

DQG

a WKH DEVHQFH RI DQ\ H[SLU\ GDWHV IRU 8. WD[ ORVVHYV

$JDLQVW WKLV WKHUH DUH D QXPEHU RI XQFHUWDLQWLHV LQKHUHQW LQ DQ\ O
RWKHU QHJDWLYH HYLGHQFH LQFOXGLQJ

a$,% 8. *"URXS LQFXUUHG D SUH WD[ ORVV RI'd P LQ GXH WR WKH &29," SDQ
XQFELWWRQWLQXHYVY WR H[LVW DURXQG WKH ORQJ WHUP LPSDFW RI WKH FXUUHQ
WKH SODQQHG QHZ OHQGLQJ IURP PD\ QRW LQFUHDVH ZLWKLQ WKH WLPHIUD
WKH GLIILFXOW\ RI DFFXUDWHO\ SUHGLFWLQJ IXWXUH UHYHQXHV DQG

WKH DEVROXWH OHYHO Rl WKH GHIHUUHG WD[ DVVHW FRPSDUHG WR WKH OHYHO
WKH DVVHW

QO Q-

7KH %YRDUG KDV FRQVLGHUHG DOO WKHVH IDFWRUVY DQG KDV GHWHUPLQHG WKDW
FRQWLQXH WR EH UHVWULFWHG WR WKHLWKRRQIWIE Y R K HHWHE QVRK B HWMRIDLGL K B &
FRRQVLGWHKHGSODQ IRU DQG WKH $,% 8. VWUDWHI\ DQG KDV EDVHG WKH IRUl
Rl WKH $,% 8. *URXS %XVLQHVV 30DQ ZLWK JURZWK DVVXPHG IRU DQG
ORQJHU WHDPUHVBBWUDHG WD[ DVVHW RQ XQXWLOLVHG WD[ ORVVHV RI d P
UHFRJQLVHG LQ WKH ILQDQFLDO VWDWHPHQWYV

6HQWLYLW\ RI WKH GHIHUUHG WD[ DVVHW WR FKDQJHV LQ DVVXPSWLRQV

7KH PHDVXUHPHQW RI WKH GHIHUUHG WD[ DVVHW LV GHSHQGHQW RQ MXGJHPHQW
SURMHFWHG IXWXUH LQFRPH ,I IXWXUH SURILWY RU VXEVHTXHQW IRUHFDVWYV (
UHTXLUHG WR WKH GHIHUUHG WD[ DVVHW 7KLV FRXOG UHVXOW LQ D PODWHULDO
VHQVLWLYLW\ RI WKH RB@ DXHQXIMW IGO WDHERWIKMNORMVHM IRUHFDVWYV BDROVIDGEMMP SWLRC

a &KDQJH LQ SURILW IRUHFDVW DVVXPSWLRQ ,I| WKH SURILWDELOLW\ IRUHFDVW
ORZMWKBQDQQWEH GHIHUUHG WD[ DVVHW EDODQFH DW 'HFHPEHU ZRXOG L
d P RU d P

a &KDQJH LQ SURILW JURZWK DVVXPSWLRQ JURZWK LQ SURILWYV KDV EHHQ DV
ZDV FKDQIJHGURRWK DOO \HDUV IURP WR ZKLOH PDLQWDLQLQJ D \HLC
DVVXPSWLRQV WKH GHIHUUHG'whbH IBMWMHWREDGDIQFHUB WYV H ER d P WR

alR UHVWULFWLRQ RQ WKH SHULRG RI UHFRJQLWLRQ RIWXRH WHMWUURGR@D[ VDR V
ORVVHYV ZDV DSSOLHG DQG QR FKDQJH PDGH WR WKH RWKHU EDVH DVVXPSWLRC(
EH IXOO\ XWLOLVHG DIWHHFHPEHDUVVQUR®FUHDVH RU GHFUHDVH RI ILYH \HDU
SHULRG IURP WKH FXUUHQW DVVXPSWLRQ RI ILIWHHQ \HDUV ZRXOG LQFUHDV
'"HFHPEHU EVd P

7KH GHIHUUHG WD[ DVVHW GXH DMVH® PRUH WKDQ RQH \HDU

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

SHWLUHPHQW EHQHILWYV
$,% 8. *"URXS RSHUDWHV D GHILQHG FRQWULEXWLRQ VFKHPH DQG D IXQGHG GHILQ

'"HILQHG FRQWULEXWLRQ VFKHPH

JURP -DQXDU\ DOO VWDII DFFUXH IXWXUH SHQVLRQ EHQHILWY RQ D GHILQH

FROWULEXWLRQ UDWH RI $Q DGGLWLRQDO PDWFKHG HPSOR\HU FRQWULEXWLR
LV DOVR SDLG LQWR WKH VFKHPH )RU PHPEHUV ZKR MRLQHG EHWZHHQ 'HFHPEH

RSW WR MRLQ WKH HQKDQFHG PDWFKHG FRQWULEXWLRQ VFKHPH WKH VWDQGDUC

'"HILQHG FRQWULEXWLRQ PHPEHUV DFFUXH EHQHILWY XQGHU 6 3 WKH 6WDWH 6H
DPRXORW 3HUPDQHQW +HDOWK ,QVXUDQFH LQ UHVSHFW RI WKHVH PHPEHUYV

7KH FRVW Rl WKH GHILQHG FRQWDDRERWLRQ dPFKHFH UIRWLQFOXGHG LQ RSHUDWLQJ

'"HILQHG EHQHILW VFKHPH

7KH 8. 6FKHPH ZDV FORVHG WR QHZ PHPEHUV IURP 'HFHPEHU DQG FORVHG
HPSOR\HHV IURP '"HFHPEHU S5SHWLUHPHQW EHQHILWYV IRU WKH 8. 6FKHPH DU
SHQVLRQDEOH VDODU\ DW '"HFHPEHU %HQHILWY SD\DEOH XSRQ UHWLUHPHQ!'
RYHU WKH ILYH \HDUV WR '"HFHPEHU DQG DUH UHYDOXHG XS WR UHWLUHPHC
GHIHUUHG EHQHILWY 7KH ZHLJKWHG DYHUDJHHENXRBDMLREY RI\WKWVE8. 6HRHNH DW

D *RYHUQDQFH
7KHJWV WRIHWKH 8. 6FKHPH DUH XOWLPDWHO\ UHVSRQVLEOH IRU WKH JRYHUQDQFH

E 5LVNV

7KH ULVNV DVVRFLDWHG ZLWK WKH 8. 6FKHPH LQFOXGH

a ODUNHW ULVN ZKHUH WKH YDOXH RI WKH SHQVLRQ VFKHPH DVVHWYV PD\ GHFOL
PDUNHW PRYHPHQWYVY 7KLV ULVN ZDV UHGXFHG LQ 'HFHPEHU ZKHQ WKH 8. 6
WZR LQVXUDQFH SROLFLHV

a $FWXDULDO ULVN ZKHUH WKH YDOXH RI WKH 8. 6FKHPH OLDELOLWLHV PD\ LQFL
7KLVQFOXIEMYWQFLDO DVVXPSWLRQV VXFK DV GLVFRXQW UDWHV DQG LQIODWL
H[SHFWDQF\

$,% 8*URXWLIQLILFDQWO\ UHGXFHG LWV H[SRVXUH WR ULVNV IURP WKH 8. 6FKHP|
ZHUH SXW LQ SODFH LQ 'HFHPEHU

F 9DOXDWLRQV
,QGHSHQGHQW DFWXDULDO YDOXDWLRQV RI WKH GHILQHG EHQHILW VFKHPH DUH

DFWXDULHFR QWXBOWRRWRVW UHFHQW YDOXDWLRQ ZDV FDUULHG RXW DV DW 'HF
ODUFK 7TKH IXQGLQJ SODQ IURP WKH SUHYLRXV WULHQQLDO YDOXDWLRC
'HFHPEHU IROORZLQJ WKH SXUFKDVH RI WZR LQVXUDQFH SROLFLHVY 6HH EHOR

G )XQGLQJ DUUDQJHPHQWYV
,QVXUDQFH SROLFLHV

,Q '"HFHPEHU WKH WUXVWHHY SXUFKDVHG WZR LQVXUDQFH SROLFLHV WR UH(
7KH SROLFLHV FRPSULVHG RI

a D 3HQVLRQHU %X\ ,Q 3%, WR UHPRYH DOO LGHQWLILHG ILQDQFLDO DQG GHPR
DQG

DQ $VVXUHG 3D\PHQW 3ROLF\ $33 WR UHPRYH WKH PDMRULW\ RI LQIODWLRQ I
ZLWK DQ RSWLRQ WR FRQYHUW SDUW WR D EX\ LQ DQQXDOO\ 7KH LQWHQWLRQ
WKXV UHPRYLQJ H[SRVXUH WR WKH ULVNV QRW FRYHUHG E\ WKH $33

Q-

$V WKH 3%, SROLF\ IRU FXUUHQW SHQVLRQHUV H[DFWO\ PDWFKHV WKH DPRXQW |
HTXDO WR WKH VFKHPH OLDELOLWLHV 7KH $33 IRU GHIHUUHG SHQVLRQHUV GRHYV
WLPLQJ RI EHQHILWY SD\DEOH XQGHU WKH 8. 6FKHPH VR LW LV PHDVXUHG DW
PHPEHUV ZHUH DGGHG WHRK WIKH] 3ZKLFROLHMX OWHEWH GRZQ RI WKH YDOXH RI VFKF
2&, 7KHUH ZHUH QR FRQYHUVLRQV IURP WKH $33 SROLF\ WR WKH 3%, SROLF\ LQ

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

H &RQWULEXWLRQV

7KH IXQGLQJ SODQ DJUHHG LQ 'HFHPEHU HQWLWOHV WKH 8. 6FKHPH WR DQQX
\HDUV IURP -DQXDU\ WR 'HFHPEHU IROORZHG E\ D ILQDO EDODQFLQJ FR
ODWHVW HVWLPDWHV 3DUW RI WKH FRQWULEXWLRQV LV EHLQJ XWLOLVHG WR FR
LQ H[SHFWHG WR EH DFKLHYHG E\ 4

7R I1XQG WKH FROQWULEXWLRQV WKH 3DUHQW *URXS HVWDEOLVKHG D SHQVLRQ
SDUWQHUVKLS OWKH 6/3x LQ 2FWREHU WR ZKLFK D SRUWIROLR RI ORDQV Z|
8./0 IRU WKH SXUSRVH RI ULQJ IHQFLQJ WKH UHSD\PHQWY RQ WKHVH ORDQV WR
7KH ORDQV ZHUH ZLWKGUDZQ IURP WKH 6/3 RQ -XQH LQ DFFRUGDQFH ZLWK

KDG UHFHLYHG VXIILFLHQW UHSD\PHQWYV IURP WKH ORDQV VLQFH LQFHSWLRQ \
6FKHPH

| $GPLQLVWUDWLRQ H[SHQVHYV
JURP 0D\ WKH 8. 6FKHPH DGPLQLVWUDWLRQ H[SHQVHV KDYH PHHKDSDH G IU

dP LV LQFOXGHG LQ WKH YDOXDWLRQ RI WKH 8. 6FKHPH DVVHWV DQG UHF
H[SHQVHV QRWH

J 3DVW VHUYLFH FRVWYV
7KHUH ZHUH QR SDVW VHMBHRHG AW M PLEH W IDH) G

K %HQHILWYV SDLG

7KH 8. 6FKHPH DOORZV SDUWLFLSDQWY DQ RSWLRQ IRU WKH SD\PHQW EHIRUH UH
DVVHWY WR DQRWKHU SHQVLRQ DUUDQJHPHQW RI WKH LQGLYLGXDOxV FKRLFH L
XQGHU WKH 8. '&RKIQRH d P d P RI WKH EHQHILWY SDLG IURP WKH 8. 6FKHPH
WUDQVIHU YDOXHV WDNHQ XQGHU WKH WHUPV RI WKH 8. 6FKHPH

L J)LQDQFLDO DVVXPSWLRQV
7KH IROORZLQJ WDEOH VXPPDULVHV WKH ILQDQFLDO DVVXPSWLRQV DGRSWHG |
ILQDQFLDO VWDWHPHQWYV

$V DW '"HFHPEHU

5DWH RI LQFUHDVH RI SHQVLRQV LQ SD\PHQW
"LVFRXQW UDWH

,QIODWLRQ DVVXPSWLRQV

O 5HWDLO 3ULFH ,QGH]

O &RQVXPHU 3ULFH ,QGH]

7KH GLVFRXQW UDWH XVHG WR YDOXH WKH OLDELOLW\ LV VHW E\ UHIHUHQFH WHF
ZLWK ,$6

M 'HPRJUDSKLF DVVXPSWLRQV

'"HPRJUDSKLF DVVXPSWLRQV LQFOXGH DVVXPSWLRQV IRU PRUWDOLW\ SURSRUWL!
PRUWDOLW\ DVVXPSWLRQ KDV WKH PRVW PDWHULDO LPSDFW RQ FKDQJHV LQ GH
DVVXPSWLRQ DUH VHW RXW EHORZ

7KH PRUWDOLW\ WDE ®@HNG XVIHGHIRDVHG RQ GDWD FROOHFWHG E\ WKH &RQWLQXR X
SUHYLRXV \HDU UHVSHFWLYHO\ $Q XSGDWHG IXWXUH PRUWDOLW\ SURMHFWLRQ
LQFOXGH VXIILFLHQW DOORZDQFH IRU IXWXUH LPSURYHPHQWYV LQ PRUWDOLW\ UD!

7KH OLIH H[SHFWDQFLHV XQGHUO\LQJ WKH YDOXH RI WKHHFHPHEMHU OL@ELOLWLHYV
DUH DV VHW RXW EHORZ

/[LIH HISHFWDQF\ IURP DJH

0DOH
)HPDOH

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

N ORYHPHQW LQ GHILQHG EHQHILW REOLJDWLRQ DQG VFKHPH DVVHWYV
7KH IROORZLQJ WDEOH VHWV RXW WKH PRYHPHQW LQ WKH GHILQHG EBIQGILW R

"HILQ )DI 1H '"HILQHG )DLU 1HW
EHQI YDOX GHIL EHQHYIDAD XH RSIHILQHG
REOLJI VFKH EHQlI REOLJDWFKKR®H EHQHILW
DVVI OLDE DVVHW®LDELOLW\
DVV DVVHW
dp dpP dpP dpP dpP dpP
$W -DQXDU\
,QFOXGHG LQ LQFRPH VWDWHPHQW
,QWHUHVW FRVW LQFRPH
$GPLQLVWUDWLRQ H[SHQVHV o o)
,QFOXGHG LQ RWKHU FRPSUHKHQVLYH LQFRPH
5HPHDVXUHPHQW JDLQ ORVYV
$FWXDULDO JDLQ ORVV DULVLQJ IURP
(ISHULHQFH DGMXVWPHQWYV o) o)
&KDQJHV LQ GHPRJUDSKLF DVVXPSWLRQ® o
&KDQJHV LQ ILQDQFLDO DVVXPSWLRQV O o)
5HWXUQ RQ VEKHPH DVVHWYV H[FOX&GLQJ 6/3 o)
&RQWULEXWLRQ RI DVVHW IURP 6/3 WR VFKHPH )
DVVHWYV o o)
5HWXUQ RQ 6/3 DVVHWYV o o)
o)
2WKHU
%HQHILWYV SDLG o o}

$W '"HFHPEHU

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

O )DLU YDOXH RI SODQ DVVHWYV
7KH IROORZLQJ WDEOH VHWV RXW WKH IDLU YDOXH RI WKH DVVHWYVY KHOG E\ WKH

9DOXH 30DQ 9DOXH 30DQ
DVVHWV DVVHWYV

dpP dP

3HQVLRQHU EX\ LQ

$VVXUHG SD\PHQW SROLF\

&DVK

6/3 DVVHWYV

)DLU YDOXH RI VFKHPH DVVHWYV DW '"HFHPEHU

$FWXDULDO YDOXH RI OLDELOLW\
6XUSOXV LQ VFKHPH

5HODWHG GHIHUUHG WD[ OLDELOLW\ QRWH
1HW SHQVLRQ DVVHW

7KH 3%, SROLF\ IRU FXUUHQW SHQVLRQHUV H[DFWO\ PDWFKHV WKH DPRXQW DQG
LV HTXDO WR WKH DSSOLFDEOH VFKHPH OLDELOLWLHV 7KH $33 IRU GHIHUUHG S
PHDVXUHG DW IDLU YDOXH 7KH 6/3 DVVHW UHFREIQREHG XVNWWKE GLYFRNRMN B® FDV
DSSURDFK DQG LV PDQDJHPHQWxV EHVW HVWLPDWH RI WKH YDOXDWLRQ EDVHG F
WUXVWHHVx LQYHVWPHQW FRQVXOWDQWY 7KH $33 DQG 6/3 DVVHWV GR QRW KDY
WUDQVIHUDEOH ILQDQFLDO LQVWUXPHQWY RU SURSHUW\ DVVHWV XVHG E\ $,% 8. °

'"HIHUUHG WD[DWLRQ LV SURYLGHG RQ WKH GHILQHG SHQVLRQEWRIQHPW KWHX H SSOHXPAVI
FRUSRUDWLRQ WD[ UDWH RI SOXV WKH 8. EDQN VXUFKDUJH RI

([FOXGLQJ WKH EHQHILW RI WKH 8. 6FKHPHxV UFHIR QMIGNVE R QBRL W BN RGEHBWD VV HW V
Zbv d P d P

P 6HQVLWLYLW\ RI DVVXPSWLRQV

'"HILQHG EHQHILW REOLJDWLRQ

7KHUH DUH LQKHUHQW XQFHUWDLQWLHV VXUURXQGLQJ WKH ILQDQFLDO DVVXPSW

VFKHPH 7KH IROORZLQJ WDEOH VKRZV WKH VHQVLWLYLW\ RIPWKWM 'GFHREHI EHQF
WR FKDQJHV LQ WKH NH\ ILQDQFLDO D QKHGHKIRQ UDMGARE DVVXPSWLRQV KDY}

FRQVLGHUHG LQGHSHQGHQWO\ Rl HDFK RWKHU

,QFUHDVH GHFUHDVH LQ GHILQHG EMHQHILW RE
LI LQFUHDVH LQ DVVXIPEGWHRMDVH LQ DVVXPSWL

$VVXPSWLRQ dP dP
'LVFRXQW UDWH PRYHPHQW
,QIODWLRQ PRYHPHQW

ORUWDOLW\ \HDU PRYHPHQW

$VVXUHG SD\PHQW SROLF)
$ LQFUHDVH RUL®HMKHDEHVFRXQW UDWH ZRXOG LQFUHDVH RW ®MFUHDVH
"HFHPEHU E\ d P

6/3 DVVHWYV

$ LQFUHDVH RU GHFUHDVH LQ WKH GLVFRXQW UDWH ZRXOG GHFUB®VH RU L
"HFHPEHU E\ d P

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

'"HSRVLWV E\ FHQWUDO EDQNV DQG EDQNYV

$,% 8. *'URXS $,% 8.

dpP dpP

&HQWUDO EDQNYV
%RUURZLQJV VHFXUHG

%DQNYV
2WKHU ERUURZLQJV XQVHFXUHG

$PRXQWV LQFOXGH
"XH WR $,% SOF DQG IHOORZ VXEVLGLDULHYV

YRUURZLQRN FHQWUDO EDIQNV HRFOXGHY IURP WKH %D@QNIRUFKQIODPQRGHU WKH
)XQGLQJ 6FKHPH IRU 6PDOO DQG OHBGHRRUWHGHBI DQWHWWSSIUNHKBRVLWLRQHG FROODW

$W 'HFHPEHU DQG WKHUH ZHUH QR VHFXULWLHYVY VROG XQGHU DJUHHPHQWYV WR

&XVWRPHU DFFRXQWYV

$,% 8. *URXS $,% 8.

dP dp dp dp

&XUUHQW DFFRXQWYV
'HPDQG GHSRVLWYV
7LPH GHSRVLWYV

$PRXQWYV LQFOXGH
'XH WR $,% SOF DQG IHOORZ VXEVLGLDULHV

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

/IHDVH OLDELOLWLHYV

$,% 8. *'URXS $,% 8.

dpP dpP

$W 'HFHPEHU

ODWXULW\ DQDO\WLY FRQWUDFWXDO XQGLVFRXQWHG FDVK IORZV
1RW ODWHU WKDQ RQH \HDU
/IDWHU WKDQ RQH \HDU DQG QRW ODWHU WKDQ ILYH \HDUYV
/IDWHU WKDQ ILYH \HDUV

7TRWDO XQGLVFRXQWHG OHDVH OLDELOLWLHY DW HQG RI \HDU

$QDO\WLV RI PRYHPHQWY LQ OHDVH OLDELOLWLHV

dP dpP
$W -DQXDU\
/HDVH SD\PHQWYV
,QWHUHVW H[SHQVH o) o)
$GGLWLRQV o]
(DUO\ WHUPLQDWLRQV o}

$W  'HFHPEHU

5HSD\PHQW RI SULQFLSDO SRUWLRQ RI WRH OHRI?H O U EQ ®@D WH. F\D IPRHROYVQW & BWVRITdLQWH U H )

2ZWKHU OLDELOLWLHYV

$,% 8. *URXS $,% 8.

dP dpP
1RWHV LQ FLUFXODWLRQ
,WHPV LQ WUDQVLW
2WKHU FUHGLWRUV
7KH %DQN DQQRXQFHG LQ )HEUXDU\ LWV LQWHQWLRQ WR FHDVH LVVXLQJ EDQNQRWH"

QDPH RI )LUVW 7UXVW %DQN 6LQFH WKLV DQQRXQFHPHQW WKH %DQN KDV EHHQ ZLWKC
FHDVHG WR EH OHJDO FXUUHQF\ DW PLGQLJKW RQ -XQH

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,%

SURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV

8.

*URXS KDV SUHVHQWHG FXVWRPHU UHGUHVV UHVWUXFWXULQJ DQG RWKF

/ILWLIDWLRQ RQHURXV FRQWUDFWY DQG SURSHUW\ GLODSLGDWLRQV ZKLFK ZHL
ZLWKLQ RWKHU SURYLVLRQV 7KH UHODWHG FRPSDUDWLYHV IRU KDYH EHHQ UH

$,% 8. *URXS $,% 8.

EXVWRPHYWUXFWXULQWKHU 7TRWDO
UHGUHVV SURYLVLRQV
dP dP dP dP

BURYLVLRQV H[FOXGLQJ (&/V RQ RIIl EDODQFH VKHHW
LWHPV
$W -DQXDU\
$PRXQWV FKDUJHG UHOHDVHG WR WKH LQFRPH i .
VWDWHPHQW O @]
BURYLVLRQV XWLOLVHG o

$W

"HFHPEHU

(&/V RQ RIl EDODQFH VKHHW LWHPYV

$W

-DQXDU\

1HW ZULWHEDFN WR LQFRPH VWDWHPHQW

$W

'"HFHPEHU

7TRWDO SURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV

$,% 8. *URXS

&XVWRPHUWVWUXFWXULQWKHU 7RWDO
UHGUHVYV SURYLVLRQV
dpP dpP dpP dp
B3URYLVLRQV H[FOXGLQJ (&/V RQ RI| EDODQFH VKHHW
LWHPV
$W -DQXDU\
$PRXQWYV FKDUJHG UHOHDVHG WR WKH LQFRPH
VWDWHPHQW
BURYLVLRQV XWLOLVHG ) o)
$W '"HFHPEHU

(&/V RQ RIl EDODQFH VKHHW LWHPYV

$W

-DQXDU\

1HW ZULWHEDFN WR LQFRPH VWDWHPHQW

$W

"HFHPEHU

7TRWDO SURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV

,QFOXGHG LQSHUDWLQJ HISBQYRIWWHUHVW DQG VLPLODU LQFRPH
,QFOXGHG LQ 1HW FUHGLW LPSDLUPHQW ZULWHEDFN FKDUJH QRWH

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 8.
EXVWRPHUVWUXFWXULQWKHU 7TRWDO
UHGUHVV SURYLVLRQV
dpP dpP dpP dp
BURYLVLRQV H[FOXGLQJ (&/V RQ RIIl EDODQFH VKHHW
LWHPV

$W -DQXDU\

$PRXQWV FKDUJHG UHOHDVHG WR WKH LQFRPH VWDWHPHQW
BURYLVLRQV XWLOLVHG ) o)
$W '"HFHPEHU

(&/V RQ RIl EDODQFH VKHHW LWHPYV

$W -DQXDU\
1HW ZULWHEDFN WR LQFRPH VWDWHPHQW
$W 'HFHPEHU

7TRWDO SURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV

BURYLVLRQV

$ QXPEHU RI FXVWRPHU UHGUHVYV FODLPV ZHUH UHVROYHG LQ 7KH SURYLVLR
VHYHUDQFH SD\PHQWY DQG SURSHUW\ H[LW FRVWY IROORZLQJ WKH H[LW IURP W
SURYLVLRQV LQFOXGHYVY SURYLVLRQ IRU OLWLJDWLRQ FDVHV DQG SURSHUW\ GLOI
HI[LWHG IURP LQ

BURYLVLRQV DUH UHYLHZHG E\ PDQDJHPHQW UHJXODUO\ DQG XSGDWHG IRU FKDQ
SURYLVLRQ RI d P DW 'HFHPEHU LV H{SHFWHG WR EH XWLOLVHG RYHU WKH Q

(&/V RQ RII EDOHHWH WK PV

7KH (& DOORZDQFH RQ ORDQ FRPPLWPHQWY DQG RQ ILQDQFLDO JXDUDQWHH F
EDODQFH VKHHW L H DY5P DL@EQPLIV XQUEBREX\PHSDMV\DWH I[URP WKH (&/ DOORZDC
DVVHWY )RU GHWDLOV Rl WKH LQWHUQDO FUHGLW UDWLQJV RI FRQWLQJHQW OLD

6 XERUGLQDWHG OLDELOLWLHY DQG RWKHU FDSLWDO LQVW

$,% 8. *URXS $,% 8.

dP dpP
,VVXHG E\ $,% 8.
d PLOOLRQ 6XERUGLQDWHG 7LHU QRWH GXH FDOODEOH o
]
2Q 1RYHPEHU $,% 8. LVVXHG d P 6 XERUGLQDWHG 7LHU I1RWHV GXH FL
$,% SOF
7TKHVH QRWHV PDWXUH RQ 1RYHPEHU EXW PD\ EH UHGHHPHG LQ ZKROH EXW
RQ WKH RSWLRQDO UHGHPSWLRQ GDWHV EHWZHHQ 1RYHPEHU DQG 0D\

WKHUHDIWHU ,Q DGGLWLRQ WKH QRWHV DUH UHGHHPDEOH DW WKH RSWLRQ RI
SULRU UHJXODWRU\ DSSURYDO

7KH ORDQ EHDUV LOQWHUHVW RQ WKH RXWVWDQGLQJ QRPLQDO DPRXQW DW D UD
\HDUO\ LQ DUUHDUYV

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

6KDUH FDSLWDO

$,% 8. *URXS $,% 8.

1XPEHU RI 1XPEHU RI
VKDUHYV dP VKDUHYV dP
P =]
,VVXHG DQG IXO0O\ SDLG
2UGLQDU\ VKDUHV Rl d HDFK o) o)
2UGLQDU\ VKDUHV RI d HDFK o] o]

ORYHPHQWY LQ LVVXHG VKDUH FDSLWDO
7KH IROORZLQJ WDEOH VKRZV WKH PRYHPHQW LQ WKH QXPEHU RI RUGLQDU\ VKDU

$,% 8. *URXS $,% 8.

1XPEHU RI 1XPEHU RI
VKDUHYV dpP VKDUHYV dP
P P
$W -DQXDU\
&DSLWDO UHGXFWLRQ o) o) o)
5HSXUFKDVH RI VKDUHYV ) )

$W 'HFHPEHU

$,% 8. KDV RQH FODVV RI RUGLQDU\ VKDUHVRAIKIHAK WBRDQ\ZER Q DI KWYWERHGFRNFHD S

&DSLWDO UHGXFWLRQ

2Q )HEUXDU\ WKH +LJK &RXUW RI -XVWLFH LQ 1RUWKHUQ ,UHODQG DSSURY'*
SOF IURP PLOOLRQ WR d PLOOLRQ 7KH FDSLWDO UHGXFWLRQ LQYROY}
HDFK LVVXHG IXOO\ SDLG XS RUGLQDU\ VKDUH Rl d HDFK UHGXFLQJ WKH QRPL(
VKDUH IURP d WR d DQG WRRN HIIHFW IURP O0DUFK
6KDUH EX\EDFN
2Q 1RYHPEHU $,% 8. FRPSOHWHG D EX\EDFN RI VKDUHV IURP LWV SDUHQW
UHSXUFKDVH RI d RUGLQDU\ VKDUHV DW D SULFH RI d SHU VKDUH IR
d P 7KH DJJUHJDWH QRPLQDO DPRXQW Rl d P ZDV WUDQVIHUUHG IURP VKDUH F
QXPEHU RI RUGLQDU\ VKDKWHNPIE® W\ADYH DW '"HFHPEHU
2WKHBVHHYV
7KH IROORZLQJ WDEOH VKRZV WKH PRYHPHQW RQ RWKHU UHVHUYHYV

$,% 8. *URXS $,% 8.
5HYDOXDWLRQ UHVHUYHV dpP dpP dpP dP
$W -DQXDU\
2WKHU PRYHPHQW ¢) ¢) ¢
$W 'HFHPEHU

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

2WKHU HTXLW\ LOQWHUHVWYV

$,% 8. *'URXS $,% 8.

dP dpP
,VVXHG E\ $,% 8.
d P $GGLWLRQDO 7LHU VHFXULWLHV LVVXHG o
]
, Q $,% 8. LVWXHG d P QRPLQDO YDOXH RI $GGLWLRQDO 7LHUS$,%HIUGHWXDO Vi
, QWHUHVW RQ WKH VHFXULWLHY DW D IL[HG UDWH RI SHU DQQXPWKNKHSD\DE!
ILUVW LQWHUHVW SD\PHQW GXH RQ 1RYHPEHU 2Q WKH ILUVW UHVHW GDV

VHFXULWLHV KDYH QRW EHHQ UHGHHPHG LQWHUHVW ZLOO EH UHVHW WR WKH U
DQQXP 7KH LQWHUHVW SD\PHQW LV IXOO\ GLVFUHWLRQDU\ DQG QRQ FXPXODWLY
WLPH RI SD\PHQW KDYLQJ VXIILFLHQW GLVWULEXWDEOH UHVHUYHV DQG QRW EHI
LQWHUHVW SD\PHQW

7KH VHFXULWLHVY DUH SHUSHWXDO VHFXULWLHV ZLWK QR IL[HG UHGHPSWLRQ GD
VXEMHFW WR UHJXODWRU\ DSSURYDO UHGHHP DOO EXW QRW VRPH RQO\ RI
FRPPHQFLQJ RQ DQG LQFOXGLQJ 1RYHPEHU DQG HQGLQJ RQ DQG LQFOXG
SD\PHQW GDWH WKHUHDIWHU DW WKH SUHYDLOLQJ SULQFLSDO DPRXQW WRJHW|
VHFXULWLHVY DUH UHGHHPDEOH DW WKH RSWLRQ RI $,% 8. IRU FHUWDLQ UHJXC
DSSURYDO

&DSLWDO UHGHPSWLRQ UHVHUYHYV
$,% 8. *'URXS $,% 8.

dP dP
$W -DQXDU\ o) o)
7UDQVIHU IURP RUGLQDU\ VKDUH FDSLWDO QRWH o)
$W '"HFHPEHU o)

$QDO\WLV RI PRYHPHQWY LQ RWKHU FRPSUHKHQVLYH LQFR

$,% 8. *URXS $,% 8.

*URVV 7D] I1HW *URVV 7D][ 1HW
dpP dpP dP dP dpP dpP

&DVK IORZ KHGJH UHVHUYH

$PRXQW UHPRYHG IURP FDVK IORZ KHGJLQJ UHVHUYHV DQG
WUDQVIHUUHG WR LQFRPH VWDWHPHQW

&KDQJH LQ IDLU YDOXH UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH
LQFRPH

7TRWDO

5SHWDLQHG HDUQLQJV

5HPHDVXUHPHQW RI GHILQHG EHQHILW DVVHW OLDELOLW\
7TRWDO

2ZWKHRPSUHKHQVLYH LQFRPH

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&ROQWLQIJHQW OLDELOLWLHY DQG FRPPLWPHQWYV
,Q WKH QRUPDO FRXUVH RI EXVLQHVV $,% 8. *URXS LV D SDUW\ WR ILQDQFLDO LC
ILQDQFLQJ QHHGV RI FXVWRPHUV 7KHVH LQVWUXPHQWV LQYROYH WR YDU\LQJ
UHIOHFWHG LQ WKH VWDWHPHQWYV RI ILQDQFLDO SRVLWLRQ &UHGLW ULVN LV Gt
RWKHU SDUW\ WR D ILQDQFLDO LQVWUXPHQW IDLOV WR SHUIRUP LQ DFFRUGDQFH

$,% 8. *URXS V PD[LPXP H[SRVXUH WR FUHGLW ORVV XQGHU FRQWLQJHQW OLDEL
HYHQW RI QRQ SHUIRUPDQFH E\ WKH RWKHU SDUW\ ZKHUH DOO FRXQWHUFODLPYV
E\ WKH FRQWUDFWXDO DPRXQWYV RI WKRVH LQVWUXPHQWYV

$,% 8. *URXS XVHV WKH VDPH FUHGLW FRQWURO DQG ULVN PDQDJHPHQW SRC
FRPPLWPHQWY DV LW GRHV IRU RQ EDODQFH VKHHW OHQGLQJ

7KH IROORZV@R ZWDEROR. QDO RU FR QWU IFIRWQ WP® XH)QWW¥ OLDELOLWLHY DQG FRPPLWP|

$,% 8. *URXS $,% 8.

&RQWUDFW&RQWUDFW
DPRXQW DPRXQW

dpP dpP

&RQWLQIJHQW OLPEHGLWHKBVUHODWHG
*XDUDQWHHY DQG LUUHYRFDEOH OHWWHUYV RI FUHGLW

2WKHU FRQWLQJHQW OLDELOLWLHYV

&RPPLWPHQWYV
'REXPHQWDU\ FUHGLWY DQG VKRUW WHUP WUDGH UHODWHG WUDQVDEWLRQV
8QGUDZQ FUHGLW IDFLOLWLHV

/HVV WKDQ RQH \HDU

2QH \HDU DQG RYHU

&RQWLQJHQW OLDELOLWLHY DUH RIl EDODQFH VKHHW SURGXFWY DQG LQFOXGH JXDUDQW!
SURGXFWYV

$ FRPPLWPHQW LV DQ RIl EDODQFH VKHHW SURGXFW ZKHUH WKHUH LV DQ DJUHHPHQW WR
JRU GHWDLOV RI WKH LOQWHUQDO FUHGLW UDWLQJV Rl FRWWFMWILUR@@GOIMELOLWLH'

BURYLVLRQV IRU (&/V RQ ORDQ FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHH FRQW!

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&ODVVLILFDWLRQ DQG PHDVXUHPHQW RI ILQDQFLDO DVVHYV
JLQDQFLDO DVVHWYV DQG ILQDQFLDO OLDELOLWLHY DUH PHDVXUHG RQ DQ RQJRL!
DFFRXQWLQJ SROLFLHV IRU |L QDD)GF LID@DRQVY B®W\O L QEQRWRLIHEH LIQRQ RVWKHH FODVVHV |
LQVWUXPHQWY DUH PHDVXUHG DQG KRZ LQFRPH DQG H[SHQVHV LQFOXGLQJ IDLU

7KH IROORZLQJ WDEOH DQDO\WHV WKH FDUU\LQJ DPRXQWV RI WKH ILQDQFLDO
FDWHJRU\ DQG E\ VWDWHPHQW R |ILQMHEHPEMSPWGVLRQ KHDGLQJ DW

$,% 8. *URXS

&DUU\LQJ DPRXQW LQ VWDWHPHQW RI ILQ

$W IDLU YDOSW IDLU YDBMWHDPRUWLVHG 7RWDO
WKURXJK SURKWMRXIJK RWKHU FRVW
RU ORVWRPSUHKHQVLYH
LQFRPH
ODQGDWRULO®DVK IORZ
KHGJH
GHULYDWLYHV
dp dP dp dp

JLQDQFLDO DVVHWYV

&DVK DQG EDODQFHV DW FHQWUDO EDQNV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o)
/JRDQV DQG DGYDQFHV WR EDQNV O
/IRDQV DQG DGYDQFHV WR FXVWRPHUV
,QYHVWPHQW VHFXULWLHYV

2WKHU ILQDQFLDO DVVHWYV o)

(@}

o O OO0

JLQDQFLDO OLDELOLWLHV

"HSRVLWV E\ FHQWUDO EDQNV DQ® EDQNV o}

&XVWRPHU DFFRXQWYV o} o}
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o}
2WKHU ILQDQFLDO OLDELOLWLHV O e)

,QFOXGHV FDVKIR® KDQG RI

$00 DPRXQWY DUH WKH VDPH IRU $,% 8. ZLWK WKH HIFHSPMIR®, RI8BF XV WHRRHRWBFF

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 8. *URXS

&DUU\LQJ DPRXQW LQ VWDWHPHQW RI ILQDQFLD
$W IDLU YDOSW IDLU $BVOXPMRUWLVHG FRVW/RWDO
WKURXJK SURWKMURMJIK RWKHU
ORVVFRPSUHKHQVLYH
LQFRPH
ODQGDWR&DWK IORZ KHGJH
GHULYDWLYHV
dpP dP dpP dP
JLQDQFLDO DVVHWYV
&DVK DQG EDODQFHYV DW FHQWUDO EDQNV o)
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o]
/IRDQV DQG DGYDQFHV WR EDQNV O o)
/IRDQV DQG DGYDQFHV WR FXVWRPHMUV o]
,OQOYHVWPHQW VHFXULWLHYV o) o)
2WKHU ILQDQFLDO DVVHWYV o o
JLQDQFLDO OLDELOLWLHYV
'"HSRVLWV E\ FHQWUDO EDQNV DQ® EDQNYV o)
&XVWRPHU DFFRXQWYV o) o)
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o
2WKHU ILQDQFLDO OLDELOLWLHV O o)

,QFOXGHV FDVKAR® KDQG RI

$00 DPRXQWYVY DUH WKH VDPH IRU $,% 8. ZLWK WKH HIFHSPMIR®Q, RI8F XVWHR RHRWBFF

)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV
7KH WHUP OILQDQFLDO LQVWUXPHQWVx LQFOXGHV ERWK ILQDQFLDO DVVHWV D
LQVWUXPHQW LV WKH SULFH WK DMWD®REQGH®WHRWHBEBLGHWR WUDQVIHU D OLDELO!
EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUHPHQW GDWH LQ WKH SULQFL
WR ZKLFK $,% 8. *URXS KDV DFFHVV DW WKDW GDWH $,% 8. *URXSxV DFFRXQWLQ
ILQDQFLDO LQVWUXPHQWYV LV VHW RXW LQ QRWH

7KH YDOXDWLRQ RI ILQDQFLDO LQVWUXPHQWY LQFOXGLQJ ORDQV DQG DGYDQ
HVWLPDWLRQ ODUNHW DQG FUHGLW ULVNV DUH NH\ DVVXPSWLRQV LQ WKH HVWLI
*URXS KDV HVWLPDWHG WKH IDLU YDOXH RI LWV ORDQV WR FXVWRPHUV WDNLQJ
TXDOLW\ RI LWV ERUURZHUYV

)DLU YDOXHV DUH EDVHG RQ REVHUYDEOH PDUNHW SULFHV ZKHUH DYDLODEOH |
ODFN RI PDUNHW OLTXLGLW\ PHDQV WKDW REVHUYDEOH SULFHV DUH XQDYDLODEC

7KH IDLU YDOXHV Rl ILQDQFLDO LQVWUXPHQWY DUH PHDVXUHG DFFRUGLQJ WR

REVHUYDELOLW\ RI VLIQLILFDQW PDUNHW LQSXWYV

/HYHO ILQDQFLDO DVVHWY DQG OLDELOLWLHY PHDVXUHG XVLQJ TXRWHG PDUNHW

/HYHO ILQDQFLDO DVVHWY DQG OLDELOLWLHY PHDVXUHG XVLQJ YDOXDWLRQ WHF!
DFWLYH PDUNHW RU PHDVXUHG XVLQJ TXRWHG PDUNHW SULFHV XQDGM

/HYHO ILQDQFLDO DVVHWY DQG OLDELOLWLHY PHDVXUHG XVLQJ YDOXDWLRQ WHF!

$00 YDOXDWLRQV DUH FDUULHG RXW ZLWKLQ WKH )LQDQFH IXQFWLRQ RI $,% 8. *L
WKH LQGHSHQGHQW 5LVN IXQFWLRQ ZLWKLQ $,% 8. *URXS

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

5HDGHUV RI WKHVH ILQDQFLDO VWDWHPHQWY DUH DGYLVHG WR XVH FDXWLRQ ZK
$,% 8. *URXSxV ILQDQFLDO SRVLWLRQ RU WR PDNH FRPSDULVRQV ZLWK RWKHU LQ
LWHPVY WKDW GR QRW PHHW WKH GHILQLWLRQ RI D ILQDQFLDO LQVWUXPHQW

7KH PHWKRGV XVHG IRU FDOFXODWLRQHRFIHMPEHRUYDWE D\ QRWIOR ZMDU WR

JLOQDQFLDO LQVWUXPHQWY PHDVXIWB®G @RV DD L\UWIDVOEKRHIQV W K H

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

7KHDLU YDOXH RI RYHU WKH FRXQWHU GHULYDWLYH ILQDQFLDO LQVWUXPHQWV L)
YDOXDWLRQ PHWKRGRORJLHV ZKLFK XVH UHOLDEOH REVHUYDEOH LQSXWV LQ
PHWKRGRORJLHV DUH LPSOHPHQWHG E\ WKH )LQDQFH IXQFWLRQ DQG YDOLGDWH
DURXQG WKH LQSXWV WR D GHULYDWLYHxV YDOXDWLRQ PRGHO WKH IDLU YDOXH
YLHZ RI WKH PRVW OLNHO\ RXWFRPH LQ D GLVSRVDO WUDQVDFWLRQ EHWZHHQ ZL

KHUH DQ XQREVHUYDEOH LQSXW LV PDWHULDO WR WKH RXWFRPH RI WKH YDOXD
WR XQIDYRXUDEOH LV HVWLPDWHG

&RXQWHUBOXIMNGRIGVWOROW DQG IXQGLQJ YDOXDWLRQ DGMXVWPHQW 0)9%$x Dl
RYHU WKH FRXQWHU GHULYDWLYHYV

&9% LV FDOFXODWHG DV ([SHFWHG BRVIWLYH3H[SBRKUWIHYV (BUH JHQHUDWHG DW
QHWWLQJ VHW WKURXJK VLPXODWLRQ 3'V DH/GLNY B XOWHEGZIBR PL B DRIWNHIW ERY H GV
FRXQWHUSDUWLHY GR QRW KDYH D TXRWHG &'6 3'V DUH GHULYHG E\ PDSSLQJ HD
/*'V DUH EDVHG RQ WKH VSHFLILF FLUFXPVWDQFHV Rl WKH FRXQWHUSDUW\ DQG
ZKHUH DSSOLFDEOH )RU VPDOOHU H[SRVXUHV ZKHUH VHFXULW\ YDOXDWLRQV D
DSSOLHG

)9$ LV FDOFXODWHG DV ([JHFWHGQHSRY XMSWHDG )6 [ FRXQWHUSDUW VXUYLY
SURILOHV QHW RI H[SHFWHG SRVLWLYH DQG QHJDWLYH H[SRVXUHV DUH JHQHUD
)XQGLQJ VSUHDGV XVHG DUH DQ DYHUDJH LPSOLHG E\ &'6V IRU $,% 8. *URX
FRXQWHUSDUWLHY 7KH UDWLRQDOH LQ DSSO\LQJ WKHVH VSUHDGV LV WR EHVW F
WUDQVDFWLRQ WR FORVH RXW $,% 8. *URXSxV H[LVWLQJ SRVLWLRQV )9% LV RQO\

‘KHUH ;9% YDOXDWLRQ DGMXVWPHQWY KDYH EHHQ DSSOLHG WR D GHULYDWLYH
JHYHO LQ WKH IDLU YDOXH KLHUDUFK\ ZKHUH D QRW LQVLJQLILFDQW FRPSRQHQ
LQSXWV

,QYHVWPHQW VHFXULWLHYV

7KH IDLU YDOXH RI WKH HTXLW\ LQYHVWPHQW VHFXULWLHY KDV EHHQ HVWLPDWI
VDOH SURFHHGY DUH EDVHG RQ D GLVFRXQWHG FDVK IORZ YDOXDWLRQ RI WKH X
$V WKHUH LV QR UHFHQWO\ DYDLODEOH PDUNHW GDWD IRU D GLUHFWO\ FRPSDL
DSSOLHG ZLWKLQ WKLV YDOXDWLRQ WHFKQLTXH 'HWDLOV RI WKH HVWLPDWHYV X\
DUMHW RXW LQYIWRMFHDO DFFRXQWLQJ MXGIJHPHQWY DQG HVWLPDWHYV

JLODQFLDO LQVWUXPHQWY QRW PHDVXUHG DW IDLU YDOXH EXW ZLWK IDL
LQ WKH QRWHV WR WKH ILQDQFLDO VWDWHPHQWYV

/RDQV DQG DGYDQFHV WR EDQNV

7KH IDLU YDOXH RI ORDQV DQG DGYDQFHV WR EDQNV LV HVWLPDWHG XVLQJ GLVF
UDWHV DV DSSURSULDWH

/IRDQV DQG DGYDQFHV WR FXVWRPHUYV
$,% 8. *URXS SURYLGHY OHQGLQJ IDFLOLWLHV RI YDU\LQJ UDWHY DQG PDWXULWLLI

9DOXDWLRQ WHFKQLTXHY DUH XVHG LQ HVWLPDWLQJ WKH IDLU YDOXH RI ORDQV
PDUNHW UDWHV ZKHUH SUDFWLFDEOH DQG WDNLQJ FUHGLW ULVN LQWR DFFRXQW

$ NH\ DVVXPSWLRQ IRU GHWHUPLQLQJ WKH IDLU YDOXH RI ORDQV DQG DGYDQFHYV
H[FOXGLQJ PRUWJDJH SURGXFWVY DSSUR[LPDWHV WR PDUNHW YDOXH )RU IL[F
GLVFRXQWLQJ H[SHFWHG FDVK IORZV XVLQJ GLVFRXQW UDWHV WKDW UHIOHFW WEK

7KH IDLU YDOXH RI PRUWJDJH SURGXFWV LQFOXGLQJ WUDFNHU PRUWJDJHV LV F
GLVFRXQW UDWHV WKDW UHIOHFW WKH LOQOWHUHVW UDWH FUHGLW ULVN LQ WKH S|
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

'"HSRVLWVY E\ FHQWUDO EDQNY DQG EDQNV DQG FXVWRPHU DFFRXQWYV

7KH IDLU YDOXH RI FXUUHQW DFFRXQWYV DQG GHSRVLW OLDELOLWLHV ZKLFK DUI
DSSUR[LPDWHVY WR WKHLU ERRN YDOXH 7KH IDLU YDOXH RI DOO RWKHU GHSRVLW
FDVK IORZV DSSPDIUNHMWLWEWHY ZKHRWHLRS\SOUHDOW AOHDWHY FXUUHQWO\ RITHUHG E\

6XERUGLQDWHG OLDELOLWLHYV

7KH HVWLPDWHG IDLU YDOXH RI VXERUGLQDWHG OLDELOLWLHYVY DQG RWKHU FD
DYDLODEOH RU ZKHUH WKHVH DUH XQDYDLODEOH DUH HVWLPDWHG XVLQJ YDO:
VLPLODU LQVWUXPHQWY :KHUH WKHUH LV QR PDUNHW GDWD IRU D GLUHFWO\ FR
DSSURSULDWH FUHGLW VSUHDG WR VLPLODU RU UHODWHG LQVWUXPHQWYV ZLWI
WHFKQLTXH 7KLV LV VXSSRUWHG E\ FURVV UHIHUHQFLQJ RWKHU VLPLODU RU UHC

2WKHU ILQDQFLDO DVVHWY DQG RWKHU ILQDQFLDO OLDELOLWLHV
7KLY FDSWLRQ LQFOXGHV DFFUXHG LQWHUHVW UHFHLYDEOH DQG SD\DEOH DQf
VHWWOHPHQW DQG DFFRXQWYVY SD\DEOH 7KH FDUU\LQJ DPRXQW LV FRQVLGHUHG

&RPPLWPHQWYV SHUWDLQLQJ WR FUHGLW UHODWHG LQVWUXPHQWYV

'"HWDLOV RI WKH YDULRXVY FUHGLW UHODWHG FRPPLWPHQWY DQG RWKHU RIlI EDOD
*URXS DUH LQFOXGH®&RQ@WIQRMIIQW OLDELOLWLHMNKH @&/ RARPFRQRFHQWWHG D UHI
DSSUR[LPDWLRQ RI WKH IDLU YDOXH RI WKHVH FUHGLW UHODWHG ILQDQFLDO LQV

7KH WDEOH EHORZ VHWYV RXW WKH FDUU\LQJ DPRXQW DQG IDLU YDOXH RI ILQDQ
YDOXH KLHUDUHIFKWPEWU DQG

$,% 8. *URXS

&DUU\LQJ )DLU YDOXH
DPRXQW

)DLU YDOXH KLHUDUFKN\
/HYHO /HYHO /HYHO 7TRWDO
dP dpP dpP dP dpP

JLODQFLDO DVVHWYV PHDVXUHG DW IDLU YDOXH

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o)
(TXLW\ LQYHVWPHQW VHFXULWLHV DW )973/ o) o)
o)

J)LQDQFLDO DVVHWY QRW PHDVXUHG DW IDLU YDOXH
&DVK DQG EDODQFHV DW FHQWUDO EDQNV

/IRDQV DQG DGYDQFHV WR EDQNYV ¢}
/IRDQV DQG DGYDQFHV WR FXVWRPHUYV o] o
2WKHU ILQDQFLDO DVVHWYV o) )

J)LQDQFLDO OLDELOLWLHY PHDVXUHG DW IDLU YDOXH
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o

o)

JLODQFLDO OLDELOLWLHY QRW PHDVXUHG DW IDLU YDOXH

'"HSRVLWYV E\ FHQWUDO EDQNV DQG EDQNV o}
&XVWRPHU DFFRXQWYV o) o
6XERUGLQDWHG OLDELOLWLHY DQG RWKHU FDSLWDO LQOWUXPHQWYV
2WKHU ILQDQFLDO OLDELOLWLHV o} o}
/IRDQ FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHY o}

o}

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 8. *URXS

&DUU\LQJ YDLU YDOXH
DPRXQW
YDLU YDOXH KLHUDUFK\
/HYHO /HYHO J/HYHO 7RWDO
dpP dP dpP dpP dpP
JLQDQFLDO DVVHWY PHDVXUHG DW IDLU YDOXH
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o)
(TXLW\ LOQYHVWPHQW VHFXULWLHYV DW )973/ o) )

¢)

JLODQFLDO DVVHWYV QRW PHDVXUHG DW IDLU YDOXH

&DVK DQG EDODQFHYV DW FHQWUDO EDQNV o
/IRDQV DQG DGYDQFHV WR EDQNYV o}

/IRDQV DQG DGYDQFHV WR FXVWRPHUV o} o

2WKHU ILQDQFLDO DVVHWYV 0o ()

JLQDQFLDO OLDELOLWLHY PHDVXUHG DW IDLU YDOXH
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o)
o

JLOQDQFLDO OLDELOLWLHY QRW PHDVXUHG DW IDLU YDOXH

'"HSRVLWV E\ FHQWUDO EDQNV DQG EDQNYV o)

&XVWRPHU DFFRXQWYV o) )

2WKHU ILQDQFLDO OLDELOLWLHYV 6] o)

/IRDQ FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHY o}
o}

6LJQLILFDQW WUDQVIHUV EHWZHHQ /HYHO DQG /HYHO Rl WKH IDLU YDOXH KLHU

7KHUH ZHUH QR VLJQLILFDQW WUDQVIHUV EHWZHHQ /HYHO DQG /HYHO RI WK
'"HFHPEHU DQG

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

5HFRQFLOLDWLRQ RI EDODQFHYV LQ /HYHO RI WKH IDLU YDOXH KLHUDUFK\
7KH IROORZLQJ WDEOH VKRZV D UHFRQFLOLDWLRQ IURP WKH RSHQLQJ EDODQFHYV
LQ /HYHO RI WKH IDLU YDOXH KLHUDUFK\

$,% 8. *URXS

JLODQFLDO DVVHWINNQDQFLDO OLDELOL\

'"HULYDWLOHWHVWPHQW7RWDOHULYDWLYHV7RWDO

VHEXULWLHYV

(TXLWLHV DW

Y973/
dP dP dP dpP dpP

$W -DQXDU\
7UDQVIHUV LQWR RXW RI OHYHO O 0o 0o 0o 0o
7RWDO JDLQV RU ORVVHV LQ
3URILW RU ORVV

1HW WUDGLQJ LQFRPH o}

1HW FKDQJH LQ )973/ ) o) o)

$W  'HFHPEHU

$,% 8. *URXS

JLODQFLDO DVVHWYQDQFLDO OLDELOI

'"HULYDWLWOYHWHVWPHQW/RWDOHULYDWLYHVWVRWDO

VHEXULWLHV

(TXLWLHV DW

Y973/
dP dP dP dP dP
$W -DQXDU\
7UDQVIHUV LQWR RXW RI OHYHO O o) o) o) o)
7RWDO JDLQV RU ORVVHV LQ
3URILW RU ORVV
1HW WUDGLQJ LQFRPH o)
1HW FKDQJH LQ )973/ o) o) o)

$W '"HFHPEHU

7UDQVIHUV EHWZHHQ OHYHOV RI WKH
RFFXUUHG

IDLU YDOXH KLHUDUFK\ DUH UHFRJQLVHG DW WKH

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

6LIJQLILFDQW XQREVHUYDEOH LQSXWYV
7KH WDEOH EHORZ VHWV RXW LQIRUPDWLRQ DERXW VLJQLILFDQW XQREVHUYDE
FDWHJRULVHG DV /HYHO LQ WKH IDLU YDOXH KLHUDUFK\

)DLU YDOXH 9DOXDWLRQJQLILFDQW 5DQJH RI HVWLPDWHYV
WHFKQLTXHQREVHUYDEOH
LQSXW
JLQDQFLDO "HFHPEHU'HFHPEHU '"HEHPEHU 'HEHPEHU
LOVWUXPHQW
dpP dpP
"HULY D WS WWH/W &9% /*"
/ILDELOLW\ % DVH % DVH
&9% 3!
%DVH %DVH
\HDU \HDU 3
)9$ YXQGLQJ
VSUHDGV
,QYHVW P/ WW ([SHFWHG'LVFRXQW UDWH Q D
VHFXULWLHV PDUNHW
HTXLW\ YDOXH
GLVFRXQWHG
FDVK IORZV
/IRQJ WHUP QD
JURZWK UDWH
([SHFWHG1HW DVVHW YDOXH) D P
PDUNHW
YDOXH QHW
DVVHW YDOXH

7KH IDLU YDOXH PHDVXUHPHQW VHQVLWLYH®WHRER X QYRDEMHGY DERPH L QW RDSVR WIPWIRYJH d

&9% '"HFHPEHU QHJDWRWHRASRVPWDWQHGdLL QHWRWEIRVOMBRYHO9$ 'HFHPEHU QHJIDVQLYH d
WR SRVQWQYH d

7TRWDO QHW DVVHW YDOXH RI ZKLFK $,% 8. KDV D LQWHUHVW

6HQVLWLYLW\ RI /[HYHO PHDVXUHPHQWYV

7KH LPSOHPHQWDWLRQ RI YDOXDWLRQ WHFKQLTXHV LQYROYHV D FRQVLGHUDEOH
LWV HVWLPDWHYV RI IDLU YDOXH DUH DSSURSULDWH WKH XVH RI GLIITHUHQW PHD
YDOXHV 7KH IROORZLQJ WDEOH VHWV RXW WKH LPSDFW RI XVLQJ UHDVRQDEO\
PHWKRGROWMRHFHPEHU DQG

/HYHO
(II1HFW RQ LQFRPH (ITHFW RQ RWKHU
VWDWHPHQWRPSUHKHQVLYH LQFRP]|
JDYRXUDEQHOYRXUDBDWRXUDEQHDYRXUDEOH
dP dP dpP dpP
&ODVVHV RI ILQDQFLDO DVVHWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o} o}
,QYHVWPHQW VHFXULWLHY HTXLW\ o) e)
7RWDO o} o}
&ODVVHV RI ILQDQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWV O 0o 0
7RWDO o) o] o]

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

/IHYHO

(I'lHFW RQ LQFRPH (ITHFW RQ RWKHU
VWDWHPHQWRPSUHKHQVLYH LQFRF
EOH

JDYRXUDBQHDOYRXUDEDHRXUDBQHDYRXUD

dpP dpP dpP dpP
&ODVVHV RI ILQDQFLDO DVVHWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o} o}
,QYHVWPHQW VHFXULWLHY HTXLW\ e) e)
7RWDO o] o]
&ODVVHV RI ILQDQFLDO OLDELOLWLHV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWV O o} o}
7RWDO o} o} o}

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

, QWHUHVW UDWH VHQVLWLYLW\
BWUXFWXUDO LQWHUHVW UDWH ULVN DULVHV LQ $,% 8. *URXSxV EDQNLQJ EXVLQH
FKDUDFWHULVWLFV 3DUW RI $,% 8. *URXSxV UHWXUQ RQ ILQDQFLDO LQVWUXPF
LQWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN ,55%% ZKLFK VHHNV WR EDODQF
LWV FDSLWDO DW ULVN E\ HQWHULQJ LQWR VWUXFWXUDO KHGJLQJ VZDSV

7KH QHW LQWHUHVW UDWH VHQVLWENP®WNRDR® 8LV UROXDWUDWHG LQ WKH IROO
WDEOHV VHW RXW GHWDLOV RI WKRVH DVVHWY DQG OLDELOLWLHV ZKRVH YDOXH
HDFK FRQWUDFWXDO UHSULFLQJ WLPH SHULRG 'HWDLOV UHJDUGLQJ DVVHWV D
PRYHPHQWY DUH LQFOXGHG ZLWKLQ WKH QRQ LQWHUHVW EHDULQJ FDSWLRQ 7
ILQDQFLDO SRVLWLRQ DW RQH SRLQW LQ WLPH DQG DUH QRW QHFHVVDULO\ LQC
FODVVLILFDWLRQV XVHG LQ WKH WDEOHV LW KDV EHHQ QHFHVVDU\ WR PDNH FH
DVVHWY DQG OLDELOLWLHV WR GLIIHUHQW UHSULFLQJ FDWHJRULHYV

7KH IDLU YDOXH RI GHULYDWLYH ILOQDQFLDO LQVWUXPHQWY LV LQFOXGHG ZLWEk
LOQVHQVLWLYH +RZHYHU VRPH GHULYDWLYH LQVWUXPHQWY DUH GHULYHG IURP |
VKRZQ VHSDUDWHO\ EHORZ

1RQ LQWHUHVW EHDULQJ DPRXQWYV UHODWLQJ WR ORDQV DQG DGYDQFHV WR FXYV
WR WLPH EDQGV E\ UHIHUHQFH WR WKH HDUOLHU RI WKH QH[W FRQWUDFWXD
7TUDQVDFWLRQV ZLWKRXW GHILQHG UHSULFLQJ WHUPV DUH VKRZQ DFFRUGLQJ W
GRHVY QRW LOOXVWUDWH WKH SRWHQWLDO LPSDFW RI HDUO\ UHSD\PHQW RU ZL
DGMDFHQW DQG RU IXWXUH SHULRGY ODMRU FKDQJHV FDQ EH PDGH UDSLGO\ DV
YDULDELOLW\ PD\ H[LVW ZLWKLQ WKH UHSULFLQJ SHULRGY SUHVHQWHG

,QWHUHVW UDWH VHQVLWLYLW\

1RQ 7RWDO
ORQWKRQWKRQWKYHDUWYHDU¥HDUW¥HDUWYHDUNQWHUHVW
EHDULQJ
dpP

dpP dpP dP dP dP dP dP dP dpP
$VVHWYV
&DVK DQG EDODQFHV DW
FHQWUDO EDQNV o} o} o} o} o} o o
/IRDQV DQG DGYDQFHV WR ) ) ) ) ) ,
EDQNV o) o o} o} o} o o
/IRDQV DQG DGYDQFHV WR
FXVWRPHUV
,QYHVWPHQW VHFXULWLH®D o] o] o] o] o o
2WKHU DVVHWYV o o) o} o} o} o o o

7TRWDO DVVHWYV

/ILDELOLWLHV

'"HSRVLWYV E\ FHQWUDO i
EDQNV DQG EDQNYV (@]

&XVWRPHU DFFRXQWYV o) ) o o

6XERUGLQDWHG OLDELOLWLHV

DQG RWKHU FDSLWDO ) ) ) ) ) ) ) )
LOVWUXPHQWYV o) o} o} o} o} o} o} o)
2WKHU OLDELOLWLH®Y ) o) o) o) o) o] o]
(TXLW\ o} o) o} o} o} o o o
7RWDO OLDELOLWLHV DQG

HTXLW\

'"HULYDWLY
H

H ILQDQFLDO
QWV DIITHFWLQJ )
DWH VHQVLWLYLW\ o

U
VHQVLWLYLW\ JDS

HLQWHUHVW }
W\ JDS (0]

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

1RQ 7RWDO
ORQWHKHRQWBRQWKYHDUVHDUWHDUWHDUWHDUVQWHUHVW
EHDULQJ
dp dp dp dp dp dp dp dp dp dpP
$VVHWYV
&DVK DQG EDODQFHV DW ] ] ] ] ] ]
FHQWUDO EDQNV o} o} o} o} o} o} o}
/IRDQV DQG DGYDQFHV WR _
EDQNV o) o) o) o} o] o] o]
/IRDQV DQG DGYDQFHV WR
FXVWRPHUV
,QYHVWPHQW VHFXUIBWLH\O o) o) o) o) o] o]
2WKHU DVVHWYV o] o] o] o] o] o] o] o]
7RWDO DVVHWYV
/ILDELOLWLHYV
"HSRVLWVY E\ FHQWUDO EDQNYV )
DQG EDQNV o}
&XVWRPHU DFFRXQWYV o) o) o)
2WKHU OLDELOLWLHW o) o) o) o) o] o] o]
(TXLW\ o) o) o) o) o) o) o) o)
7RWDO OLDELOLWLHYV DQG
HTXLW\
'"HULYDWLYH ILQDQFLDO
LQV WUXPHQWV DIIHFWLQJ )
LOWHUHVW UDWH VHQVLWLYLW\ o)
,QWHUHVW VHQVLWLYLW\ JDS
XPXODWLYH LQWHUHVW ]
VHQVLWLYLW\ JDS o}

,QWHUHVW UDWH ULVN

$,% 8. *URXS LV H[SRVHG WR WKH ULVN RI ORVV IURP IOXFWXDWLRQV LQ WKH IXW
EHFDXVH RI WKH FKDQJH LQ PDUNHW LQWHUHVW UDWHV ,QWHUHVW UDWH ULVN
WKUHH PHWULFV

4 QRQ WUDGHG 9D5

a4 QHW LQWHUHVW LQFRPH VHQVLWLYLW\ DQG

a4 HFRQRPLF YDOXH RI HTXLW\

1HW LQWHUHVW LQFRPH VHQVLWLYLW\ FDSWXUHV WKH H[SHEWHG LPSDFW RI FK
LQWHUHVW LQFRPHLI@®DQS HISHWES LFHBO O\ RQH \HDU

(FRQRPLF YDOXH RI HTXLW\ FDSWXUHV WKH H[SHFWHG LPSDFW RI FKDQJHV LQ L
FDSWXUHV DOO QRQ WUDGHG LWHPV LUUHVSHFWLYH RI WKH SURILW DQG ORVV DF

7KH WDEOH EHORZ VKRZV WKH VHQVLWLYLW\ RI $,% 8. *URXSxV EDQNLQJ ERRN W
PRYHPHQW LQ LQWHUHVW UDWHV LQ WHUPV RI WKH LPSDFW RQ QHW LQWHUHVW
SHULRG DVVXPLQJ QR FKDQJH LQ WKH EDODQFH VKHHW 7KH DQDO\VLV LV VXEM]
LQWHUHVW UDWH PRYHPHQWY RFFXUULQJ VLPXOWDQHRXVO\ DQG DOO RWKHU ¢
$GGLWLRQDOO\ LW LV DVVXPHG WKDW QR PDQDJHPHQW DFWLRQ LV WDNHQ LQ UH

,Q GHULYLQJ WKH EDVH FDVH QHW LQWHUHVW LQFRPH SURMHFWLRQV WKH UHSUL

FXUUHQW \LHOG FXUYHV WKHUHE\ UHIOHFWLQJ FXUUHQW PDUNHW H[SHFWDWLR!
WKHUHIRUH UHSUHVHQW LQWHUHVW UDWH VKRFNV WR WKH FXUUHQW PDUNHW LP

6HQVLWLYLW\ RI SURMHFWHG QHW LOQWHUHVW LQFRPH WR L@QWHUHVW WPWH PRYH

EDVLY SRLQW SDUDOOHO PRYH LQ DOO LQWHUHVW UDWHYV
EDVLV SRLQW SDUDOOHO PRYH LQ DOO LOQOWHUHVW UDWHYV

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

6WDWHPHQW RI FDVK IORZY DGGLWLRQDO LQIRUPDWLRQ

1RQ FDVK LWHPV LQFOXGHG LQ SURILW ORVV EHIRUH WD[DWLRQ
$,% 8. *URXS $,% 8.

dP dpP dpP dP

&UHGLW LPSDLUPHQW FKDUJH ZULWHEDFN EHIRUH UHFRYHULHYV

3URILW RQ GLVSRVDO RI SURSHUW\ o o
1HW JDLQ RQ HTXLW\ LQYHVWPHQWY PHDVXUHG DW )973/
BURYLVLRQ IRU OLDELOLWLHY DQG FRPPLWPHQWYV o)

'"HSUHFLDWLRQ DPRUWLVDWLRQ DQG LPSDLUPHQW
'LYLGHQGV UHFHLYHG IURP VXEVLGLDU\ XQGHOWDNLQ®V

SHWLUHPHQW EHQHILWY GHILQHG EHQHILW LQFRPH

&KDQJH LQ SUHSD\PHQWYV DQG DFFUXHG LQFRPH

&KDQJH LQ DFFUXDOV DQG GHIHUUHG LQFRPH o)
3URILW ORVV RQ GLVSRVDO RI ORDQV DQG DGYDQFHV WR FXVWRPHUYV

7TRWDO QRQ FDVK LWHPV

$QDO\WLV RI FDVK DQG FDVK HTXLYDOHQWYV
JRU WKH SXUSRVH RI WKH VWDWHPHQW RI FDVK IORZV FDVK DQG FDVK HTXLYDOH

$,% 8. *URXS $,% 8.

dP dP dP dpP

&DVK DQG EDODQFHYVY DW FHQWUDO EDQNYV

/IRDQV DQG DGYDQFHV WR EDQNYV
'"HSRVLWY E\ FHQWUDO EDQNV DQG EDQNYV

&DVK DQG FDVK HTXLYDOHQWYV

(IFOXGLQJ UHJXODWRU\%D@N @F { QDRIBARGWKKH EDQNV

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

J)LODQFLDO DVVHWY DQG OLDELOLWLHYVY E\ FRQWUDFWXDO |
7KH IROORZLQJ WDEOH DQDO\VHV ILQDQFLDO DVVHWYV DQG ILQDAFHPGHUDELOLWI
DQG

2Q GHPDOQHBVV WKD®RQWKYV WR \HDUV2YHU 7RWDO
PRQWKY EXW\HDU \HDUV
QRW RQ
GHPDQG
dP dP dpP dpP dpP dP
JLQDQFLDO DVVHWYV
&DVK DQG EDODQFHY DW FHQWUDO ) ) )
EDQNYV o) o} o o}
"HULYDWLYH ILQDQFLDO LQVOWUXPHQWYV
/IRDQV DQG DGYDQFHV WR EDQNYV o} o) o)
/IRDQV DQG DGYDQFHV WR
FXVWRPHUV
2WKHU ILQDQFLDO DVVHWYV O o) o)
JLQDQFLDO OLDELOLWLHYV
'"HSRVLWV E\ FHQWUDO EDQNV DQG )
EDQNV o}
&XVWRPHU DFFRXQWYV
'"HULYDWLYH ILQDQFLDO LQWWUXPHQWYV
6XERUGLQDWHG OLDELOLWLHY DQG RWKHU )
FDSLWDO LQVWUXPHQWYV o} o) o} o)
2WKHU ILQDQFLDO OLDELOLWLHYV o o] o o

2Q GHPDQKWBVV WKDQ@RQWKV WR \HDWHW \HDUV 7RWDO
PRQWKY EXW\HDU
QRW RQ
GHPDQG
dpP dpP dP dpP dP dpP

JLQDQFLDO DVVHWYV
&DVK DQG EDODQFHY DW FHQWUDO ) ) )
EDQNV o o o] o]
'"HULYDWLYH ILQDQFLDO LQWWUXPHQWYV
/IRDQV DQG DGYDQFHV WR EDQNYV ) o) o)
/IRDQV DQG DGYDQFHV WR
FXVWRPHUV
2WKHU ILQDQFLDO DVVHWV O ) o) o)

JLQDQFLDO OLDELOLWLHYV

'"HSRVLWV E\ FHQWUDO EDQNV DQG
EDQNV

&XVWRPHU DFFRXQWYV
'"HULYDWLYH ILQDQFLDO LQVWONUXPHQWYV
2WKHU ILQDQFLDO OLDELOLWLHYV o] ) o) o)

6KRZQ E\ PDWXULW\ GDWH RI FRQWUDFW
6KRZQ JURVV RI ORVV DOORZDQFH RQ ILQDQFLDO DVVHWYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

7KH DQDO\VLVY E\ UHPDLQLQJ PDWXULW\ Rl ORDQV DQG DGYDQFHV WR FXVWRPHUYV
WKH HDUOLHVW GDWHV RQ ZKLFK UHSD\PHQW FDQ EH GHPDQGHG 3DVW H[SHULF
SODFH SULRU WR FRQWUDFWXDO PDWXULW\ GDWHV

JLODQFLDO OLDELOLWLHV E\ XQGLVFRXQWHG FRQWUDFW XTI
7KH EDODQFHV LQ WKH WDEOH EHORZ LQFOXGH WKH XQGLVFRXQWHG FDVK IOR
OLDELOLWLHV RQ WKH EDVLV Rl WKHLU HDUOLHVW SRVVLEOH FRQWUDFWXDO PD\
RQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ 7KH H[SHFWHG F
FXVWRPHU GHPDQG GHSRVLWV YDU\ VLIJQLILFDQWO\ IURP WKH FRQWUDFWXDO FD
$,% 8. *URXS DGMXVWV WKH FRQWUDFWXDO RXWIORZV RQ FXVWRPHU GHSRVLW
2IIVHWWLQJ WKH OLDELOLW\ RXWIORZV DUH FDVK LQIORZV IURP WKH DVVHWV RQ
*URXS KROGV D VWRFN RI KLJK TXDOLW\ OLTXIZKLIFKVBWKN KB R X RO VQKH 3)XQU R\
XQH[SHFWHG FDVK RXWIORZV

7KH IROORZLQJ WDEOH DQDO\WVHV RQ DQ XQGLVFRXQWHG EDVLV ILQDQFLDO O
'"HFHPEHU DQG

2Q GHP /HVV Wt PRQWEK WR \HDWW \I 7RWDO
PRQWKYV \HI
QRW
GHPD
dpP dP dP dpP dpP dpP

JLODQFLDO OLDELOLWLHYV

'"HSRVLWV E\ FHQWUDO EDQNV DQG
EDQNYV

&XVWRPHU DFFRXQWYV

'"HULYDWLYH ILQDQFLDO LQWWUXPHQWYV
6XERUGLQDWHG OLDELOLWLHY DQG RWKHU

FDSLWDO LQVWUXPHQWYV o) )
2WKHU ILQDQFLDO OLDELOLWLHYV o) o) ) o)
2Q GHP /HVV W PRQW WR \HDYWU \HDUV 7RWDO
PRQWK \H
QRW
GHPEL
dP dP dP dP dP dP

JLQDQFLDO OLDELOLWLHYV
'"HSRVLWV E\ FHQWUDO EDQNV DQG
EDQNV
&XVWRPHU DFFRXQWYV
'"HULYDWLYH ILOQDQFLDO LQWWUXPHQWYV
2WKHU ILQDQFLDO OLDELOLWLHYV o) o) o) o)
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

7KH XQGLVFRXQWHG FDVK IORZV SRWHQWLDOO\ SD\DEOH XQGHU JXDUDQWHHYV DQ
7KH XQGLVFRXQWHG FDVK IORZV SRWHQWLDOO\ SD\DEOH XQGHU JXDUDQWHHYV
FRQWLQJHQW OLDELOLWLHY DUH FODVVLILHG RQ WKH EDVLV RI WKH HDUOLHVW C(
XSRQ WR VDWLVI\ D JXDUDQWHH ZKHQ WKH JXDUDQWHHG SDUW\ IDLOV WR PHHW
JXDUDQWHHYV LW SURYLGHV ZLOO H[SLUH XQXVHG

$,% 8. *URXS KDV JLYHQ FRPPLWPHQWY WR SURYLGH IXQGV WR FXVWRPHUV XQG
IORZV KDYH EHHQ FODVVLILHG RQ WKH EDVLVY RI WKH HDUOLHVW GDWH WKDW WK
DOO IDFLOLWLHVY WR EH GUDZQ DQG VRPH PD\ ODSVH EHIRWRQWUQ ZIEREQO L) B EL XU

FRPPLWPHQWYV

7KH IROORZLIIDWDEOHXQGLVFRXQWHG FDVK IORZV SRWHQWLDOO\ SD\DEOH XQG|
'"HFHPEHU DQG

2Q GHP /HVV WKD@®RQWKYV WR \HDUV2YHU 7RWDO
PRQWKY EXW\HDU \HDUV
QRW RQ
GHPDQG
dpP dP dpP dP dpP dP
&RQWLQJHQW OLDELOLWLHYV o) o} o) o)
&RPPLWPHQWYV o o] o o
o) ¢} o) o)
2Q GHP /HVV WKD@RQWKV WR \HDWW \HDUV 7RWDO
PRQWKY EXW\HDU
QRW RQ
GHPDQG
dpP dP dP dP dpP dpP
&RQWLQJHQW OLDELOLWLHYV o) o} o} 0o
&RPPLWPHQWYV o o o 6
o) ¢} o 0o
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

5HODWHG SDUW\ WUDQVDFWLRQV
5HODWHG SDUWLHY DUH WKRVH SHUVRQV RU HQWLWLHV WKDW DUH UHODWHG W
LQFOXGH SHUVRQV ZKR KDYH VLJQLILFDQW FRQWURO RU LQIOXHQFH RQ WKH HQ
FRPSDQLHV RU DVVRFLDWHG FRPSDQLHV RU MRLQW YHQWXUHV

,Q $,% 8. *URXS WHEIDWHH G FSADSJUN VHHVN HY PDQDJHPHQW SHUVRQQHO WKH 3DUHQW D
SHQVLRQ IXQGYV

D 7UDQVDFWLRQV DUUDQJH@W¥ W Q DRYGHFQURWEP RW KH UV
.H\ PDQDJHPHQW SHUVRQQHO .03 DUH WKRVH SHUVRQV FRQVLGHUHG KDYLQJ
GLUHFWLQJ DQG FRQWUROOLQJ WKH DFWLYLWLHV RI $,% 8. *URXS GLUHFWO\ RU
'LUHFWRUV RI $,% 8. *URXS D®.G/ HPHEPEUVVKLSI WRR

7KH QXPEHU RI ORDQV DQG DPRXQWV RXWVWDQGLQJ DW WKH \HDU HQG XQGHU
HQWHUHG LQWR E\ $,% 8. RU LWV VXEVLGLDULHV RU WKH 3DUHQW ZLWK .03 DQG R

1XPEHU RIXPEH®DODQFH IXPEHUIRPEHU RDODQFH DW
SHUVRQRI ORDQWDU HQG SHUVRQVORDQMWHDU HQG
dP dP

.H\ PDQDJHPHQW SHUVRQQHO

+RPH DQG SHUVRQDO ORDQV WR .03 DUH PDGH DYDLODEOH RQ WKH VDPH WHUPYV
*URXS &RPPHUFLDO ORDQV DQG ORDQV WR UHODWHG SDUWLHY DUH PDGH LQ WKI
WHUPV 7KH ORDQV DUH SULPDULO\ RI D VHFXUHG QDWXUH DQG DQ LQVLJQLILFD
ORDQV ™MWHPEHU DQG 5HSD\PHQWY RQ ORDQV WR .03 GXULQJ WKH \WHDB DPRXQ!
DQG GUDZGRZAZQVPZHUHAQLO

7TKHVH ORDQV GR QRW LQYROYH PRUH WKDQ WKH QRUPDO ULVN RI UHSD\PHQ\
JXDUDQWHHYV ZHUH JLYHQ RU UHFHLYHG LQ UHODWLRQ WR WKHVH WUDQVDFWLRQ'

E&RPSHQVDWNHREDRIDIJHPHQW SHUVRQQHO
7KH WDEOH EHORZ RXWOLQHV WKH FRPSHQVDWLRQ SDLG WR .03 GXULQJ WKH \HD!

.H\ PDQDJHPHQW I ZKLFK 'LUHFWRIKHVW SDLG 'LUHFW!|
SHUVRQQHO

dP dP dP dP dP dpP

6DODU\ DQG RWKHU VKRUW WHUP EHQHILWYV
3RVW HPSOR\PHQW EHQHILWYV

7HUPLQDWLRQ EHQHILWYV o] o 0] o o
7RWDO
,Q WKHUH ZHBHRU DOO RU SDUW RI WKHH\WDEOH DERYH UHSUHVHQWY WKH FF

UHODWLRQ WR WKH SHULRG IRU ZKLFK WKH\ ZHUH NH\ PDQDJHPHQW SHUVRQQHO

S5SHWLUHPHQW EHQHILMY DFFUXRH&EZMRFK WKH DFFUXHG SHQVLRQ DPRXQW IRU WKH
HQG RI WKH \HDU ZDVd@Q L ®

7JHUPLQDWLRQ EHQHILWY UHODWH WR VHYHUDQFH SD\PHQW\D PRGGHWWER VOR D \WP
dQLO

1R SD\PHQWVY WR IRUPHU 'LUHFWRUV ZHUW@ID@BH GXULQJ WKH \HDU

1R VKDUH RSWLRQV ZHUH JUDQWHG RU B[HOUF D\QHG WKHULK) ZHUH QR RSWLRQV WR
VKDUHV LQ WKH XOWLPDWH SDUHQW $,% *URXS SBFHRKMWY WD Q GL@MJ LTKHUYR X H UR
QR ORQJ WHUP LQFHQWLYH VFKHPHV LQ RGHWDWLRQ GXULQJ WKH \HDU

F 3URYLVLRQ RI EDQNLQJ VHUYLFHV WR 8. 3HQVLRQ )XQGYV
$,% 8. *URXS SURYLGHVY QRUPDO EDQNLQJ IDFLOLWLHV IRU WKH 8. 6FKHPH RQ WHL

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

G 6XEVLGLDU\ XQGHUWDNLQJV

,Q DFFRUGDQFH ZHWBW#& 3DUW\ LQWORVIURKS UHODWHG SDUW\ WUDQVDFWLRQV
HOLPLQDWHG LQ WKH SUHSDUDWLRQ RI WKH FRQVRO LG ®WHG WHUVQEQ V& WWD\Y M |
ZLWK WKH VXEVLGLDU\ FRPSD)XIGH/L QLMW HS3 RYLGR\VEHRQ WHUPV VLPLODU WR WKRV

7KH WDEOH EHORZ SURYLGHVY WKH EDODQFHV WKDW $,% 8. *URXS KDV ZLWK LWV
LQFRPH VWDWHPHQW

dpP dP

6WDWHPHQW RI ILQDQFLDO SRVLWLRQ
'"HSRVLWYV

H ,PPHGLDWH SDUHQW DQG IHOORZ VXEVLGLDULHV
7TUDQVDFWLRQV WKDW $,% 8. *URXS HQWHUV LQWR ZLWK $,% SOF DQG IHOORZ \
EXVLQHVYVY DW QRUPDO FRPPHUFLDO WHUPV $,% 8. *URXS XVHV GHULYDWLYHV WR

7KH WDEOH EHORZ SURYLGHV WKH EDODQFHV WKDW $,% 8. *URXS KDV ZLWK $,% ¢
LQFOXGHG LQ WKH LQFRPH VWDWHPHQW

$,% SOF )HOORZ $,% SOF )HOORZ
VXEVLGLDULHYV VXEVLGLDULHV

dpP dpP dpP dpP
BWDWHPHQW RI ILQDQFLDO SRVLWLRQ
/RDQV DQG DGYDQFHYV
"HSRVLWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV DVVHWYV o) o)
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY OLDELOLWLA&YV o)

6XERUGLQDWHG OLDELOLWLHY DQG RWKHU FDSLWDOOLQVWUXPRQWYV o

,QFRPH VWDWHPHQW

,QWHUHVW LQFRPH o) o)
,QWHUHVW H[SHQVH o) o)

1HW IHH DQG FRPPLVVLRQ LQFRPH o} o)

7UDGLQJ DQG RWKHU LQFRPH H[SHQVH o) o)
2SHUDWLQJ H[SHQVHYV o} o}

,Q WKHUH ZHUH QR WUDQVDFWLRQV EHWZHBRUWHRBS POR XS % OGRXEHOROWLP D W

I /RDQV DFTXLUHG IURP RWKHU $,% JURXS FRPSDQLHV
'XULQJ $,% 8. *URXS DFTXLUHG ORDQV ZLWK D JURVV ERRN YDOXH RI d P 1UI
$,% 8. *URXS UHBERPQLVHG@ P IDLU YDOXH DPRUWLVDWLRQ LQFRPH RQ WKHVH ORD

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

J 7UDQVDFWLRQV ZLWK NH\ PDQDJHPHQW SHUVRQQHO
&RQQHFWHG SHUVRQV
7KH DJJUHJDWH Rl ORDQV WR FRQQHFWHG SHUVRQWRUVRDNBUH DV IROORZV DJJU

/RDQV

7TRWDO

7KH WRWDO LQWHUHVW UHFHLYB® &Q WKKHQHGRDQV LQ

7KH ORDQV DUH PDGH RQ QRUPDO FRPPHUFLDO WHUPV DQG D WRWDO H[SHFWHG
WKH DERYH IDFLOLWLHV DW 'HFHPEHU DQG

'LYLGHQGYV
1R GLYLGHQGV ZHUH SDLG GXULQJ DQG

J)LQDO GLYLGHQGY DUH QRW DFFRXQWHG IRU XQWLO WKH\ KDYH EHHQ DSSURYHG

(YHQWYV DIWHU WKH UHSRUWLQJ SHULRG

7KHUH KDYH EHHQ QR VLJQLILFDQW HYHQWYV DIIHFWLQJ $,% 8. *URXS RU $,% 8
DPHQGPHQW WR RU GLVFORWDWWFROQWKH ILQDQFLDO

3DUHQW FRPSDQ\
5HIHUHQFH WR WKH LPPHGLDWH SBUNW GWPFREISOEODNHQUVWHHHG WR WKH 5HSXEOL
UHJLVWHUHG RORGCHVDRUWKXEWU®GHW SO¥ WKH VPDOOHVW JURXS IRUQDRIFEK (FR(
VWDWHPHRWVYHSDUHG

$,% *URXSVBOWKH XOWLPDWH SDUHQW FRPSDQ\ DQG X®KNHOXNDIWSDWRQW WRARDKIDJ ST
ODUJHVW JURXS RI ZKLFK $,% 8. LV D PHPEHU IRU ZKLFK FRQVROLGDWHG DFFR>
$,% SOF DQG RI WKH XOWLPDWH SDUHQW.%RASONS SOROPYDROWEXEWLERPW
$OWHUQDWLYHO\ LQIRUPDWLRQ FDQ EH Y (i | v
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*ORVVDU\ RI WHUPYV

$,% *% $OOLHG ,ULVK %DQN *%

$,% SOF $OOLHG ,ULVK %D WL QFLBBEO RSHUDWLQJ FRPSDQ\

$,% *URXS SOF+ROGLQJ FRPSDQ\ DQG XOWLPDWH SDUHQW RI $,% SOF DQG $,% 8.

$,% *URXS $,% *URXS SOF

$,% 1, $,% 1, IRUPHUO\ )LUVW 7UXVW %DQN

$,% 8. $,% 8. 7KH %DQN RU 7KH &RPSDQ\ ZLOO UHODWH WR $,% *URXS

$,% 8. *URXS $,% 8. *URXS ZLOO UHODWH WR $,% *URXS 8. S OF DQG LWV VXE

$PRUWLVHG FRMMWM DPRUWLVHG FRVW RI D ILQDQFLDO DVVHW RU ILQDQFLDO OLD
DVVHW RU ILQDQFLDO OLDELOLW\ LV PHDVXUHG DW LQLWLDO UHFF
RU PLQXV WKH FXPXODWLYH DPRUWLVDWLRQ XVLQJ WKH HIIHFWLY
EHWZHHQ WKDW LQLWLDO DPRXQW DQG WKH PDWXULW\ DPRXQW D
ORVV DOORZDQFH

$30 $OWHUQDWLYH 3HUIRUPDQFH OHDVXUH

$33 $VVXUHG 3D\PHQW 3ROLF\

$UUHDUYV $UUHDUV UHODWHV WR LQWHUHVW RU SULQFLSDO RQ D ORDQ ZKLF
KDV QRW EHHQ UHFHLYHG
&XVWRPHUV DUH VDLG WR EH LQ DUUHDUV ZKHQ WKH\ DUH EHKLQ:!
UHVXOW WKDW DQ RXWVWDQGLQJ ORDQ LV XQSDLG RU RYHUGXH

$7 $GGLWLRQDO 7LHU &DSLWDO $7 DUH VHFXULWLHV LVVXHG E\ ¢
DV IXOO\ &5' ,9 FRPSOLDQW DGGLWLRQDO WLHU FDSLWDO RQ D IX

E %LOOLRQV

ESV %DVLV SRLQWYV
2QH KXQGUHGWK RI D SHUFHQW VR EDVLV SRLQWV LV

%UH[LW $Q DEEUHYLDWLRQ IRU %ULWLVK H[LW UHIHUULQJ WR WKH 8.xV G
WKH UHIHUHQGXP KHOG RQ  -XQH DQG WKH SROLWLFDO SURFH

& ( &OLPDWH DQG (QYLURQPHQWDO

&'6 &UHGLW 'HIDXOW 6ZDS

&(7 &RPPRQ (TXLW\ 7LHU 7KH KLJKHVW TXDOLW\ IRUP RI UHJXODW
FRPSULVHV RUGLQDU\ VKDUHV LVVXHG DQG UHODWHG VKDUH SU
UHVHUYHV H[FOXGLQJ FDVK IORZ KHGJLQJ UHVHUYHV DQG GHGXFW

&)2 &KLHI )LQDQFLDO 2IILFHU

&RGH &RGH RI &RQGXFW

&RQFHQWUDWL&RQBHQWUDWLRQ ULVN LV WKH ULVN RI ORVV IURP ODFN RI GLY}
LQGXVWU\ RQH JHRJUDSKLF DUHD RU RQH W\SH RI VHFXULW\

&RQWUDFWXDO7 RBVBKHWILRG ZKHQ D VFKHGXOHG SD\PHQW LV GXH DQG SD\DEOH L

ILQDQFLDO LQVWUXPHQW

&RQWUDFWXDOr KHWICPHD OHPDLQLQJ XQWLO WKH H[SLUDWLRQ RU UHSD\PHQW RI C

PDWXULW\ LWV FRQWUDFWXDO WHUPYV
&22 &KLHI 2SHUDWLQJ 2IILFHU
&5' ,9 &DSLWDO 5HTXLUHPHQWY 'LUHFWLYH ,9

&UHGLW LPSDL8QIGHU ,)56 WKHVH LQFOXGH 6WDJH ILQDQFLDO DVVHWV ZKHL
LPSDLUPHQW DQG WKHUHIRUH FRQVLGHUHG WR EH LQ GHIDXOW
DVVHWV $OVR FUHGLW LPSDLUHG DUH 32&, ILQDQFLDO DVVHWYV
UHFRJQLWLRQ

&UHGLW UDWL@® HYDOXDWLRQ RI WKH FUHGLWZRUWKLQHVY RI DQ HQWLW\ VHHNL

&UHGLW ULVN 7KH ULVN WKDW RQH SDUW\ WR D ILQDQFLDO LQVWUXPHQW ZLOO |
IDLOLQJ WR GLVFKDUJH DQ REOLJDWLRQ

QULWLFLVHG O/RD@W UHTXLULQJ DGGLWLRQDO PDQDJHPHQW DWWHQWLRQ RYHU I
ORDQ W\SH

&52 &KLHI S5LVN 2IILFHU

&55 &DSLWDO 5HTXLUHPHQWY 5HIXODWLRQ

&XVWRPHU DFFRRA@DDBELOLWN RI $,% 8. *URXS ZKHUH WKH FRXQWHUSDUW\ WR WKH |
FXVWRPHU D FRUSRUDWLRQ RWKHU WKDQ D ILQDQFLDO LQVWLYV
LQFOXGHV YDULRXV WA\SHV RI GHSRVLWY DQG FUHGLW FXUUHQW DF

&9% &RXQWHUSDUW\ 9DOXDWLRQ $GMXVWPHQW

‘&) 'LVFRXQWHG FDVK IORZ

BBBEBBBBEBBBBEBBBBEBBBBEBBEBBEBEBBEBEBBEBEBBEBEBBEBEBEBBEBEBEBBBBBBBBBI

$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



"HIDXOW 'KHQ D FXVWRPHU EUHDFKHV D WHUP DQG RU FRQGLWLRQ RI D ORD
LQ GHIDXOW IRU FDVH PDQDJHPHQW SXUSRVHV 'HSHQGLQJ RQ W
XQPDQDJHG LW FDQ OHDG WR ORDQ LPSDLUPHQW 'HIDXOW LV DO
ORDQ LV JUHDWHU WKDQ GD\V SDVW GXH DQG RU WKH ERUURZ
REOLJDWLRQV 7KLV PD\ UHTXLUH DGGLWLRQDO FDSLWDO WR EH VI

'"HUHFRJQLWLRTKH UHPRYDO RI D SUHYLRXVO\ UHFRJQLVHG ILQDQFLDO DVVHW RU
ILQDQFLDO SRVLWLRQ

($ ([SRVXUH DW GHIDXOW O($'x LV WKH H[SHFWHG RU DFWXDO DPRX
WLPH RI GHIDXOW

(&1 ([SHFWHG FUHGLW ORVV (&/V O 7KH ZHLJKWHG DYHUDJH RI FUHG
DVVHW EDVHG RQ FKDQJHV LQ LWV H[SHFWHG FUHGLW ORVV HLWKF

(( ([SHFWHG H[SRVXUH

(3& (QHUJ\ 3HUIRUPDQFH 5DWLQJ

(3( ([SHFWHG SRVLWLYH H[SRVXUH

(58 (FRQRPLF 5HVHDUFK 8QLW

(6* (QYLURQPHQWDO VRFLDO DQG JRYHUQDQFH

(8 (XURSHDQ 8QLRQ

)& $ JLQDQFLDO &RQGXFW $XWKRULW\

JRUEHDUDQFH )RUEHDUDQFH LV WKH WHUP XVHG ZKHQ UHSD\PHQW WHUPV RI D O
WR PDNH SD\PHQW WHUPV PRUH PDQDJHDEOH IRU ERUURZHUV 6
KDYH WKH FRPPRQ FKDUDFWHULVWLFV RI UHVFKHGXOLQJ SULQFLSES
UHGXFLQJ WKHP 6WDQGDUG IRUEHDUDQFH WHFKQLTXHV HPSOR\H!
RQO\ D UHGXFWLRQ LQ WKH SD\PHQW DPRXQW D WHPSRUDU\ Gt
HIWHQGLQJ WKH WHUP RI WKH PRUWJDJH DQG FDSLWDOLVLQJ DUUFL

)5 & J)LQDQFLDO 5HSRUWLQJ &RXQFLO

)6 * JLQDQFLDO 6ROXWLRQV *URXS

)6 &6 JLQDQFLDO 6HUYLFHV &RPSHQVDWLRQ 6FKHPH

)7 ( )XOO WLPH HTXLYDOHQW

)9$ )XQGLQJ YDOXH DGMXVWPHQW )9% LV DQ DGMXVWPHQW WR WKH
GXH WR D EDQNxV IXQGLQJ UDWH H[FHHGLQJ WKH ULVN IUHH UDWH

)92&, )DLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH ,QFRPH

Y973/ )DLU YDOXH WKURXJK SURILW RU ORVYV

* 0% *UHDW %ULWDLQ

*13 *URVV 'RPHVWLF 3URGXFW *'3 LV D PRQHWDU\ PHDVXUH RI WK
VHUYLFHV SURGXFHG LQ D SHULRG RI WLPH TXDUWHUO\ RU \HDUC
WR GHWHUPLQH WKH HFRQRPLF SHUIRUPDQFH DQG VWDQGDUG RI C
WR PDNH LQWHUQDWLRQDO FRPSDULVRQV

* g *UHHQKRXVH *DV

*UHHQ PRUWJDUHHQ PRUWJDJHV DUH RIIHUHG WR QHZ DQG H[LVWLQJ PRUWJDJH
GZHOOLQJ ZKLFK KDV DQ (QHUJ\ 3HUIRUPDQFH 5DWLQJ (3& RI $

*URVV FDUU\LQZKH JURVYV FDUU\LQJ DPRXQW RI D ILQDQFLDO DVVHW LV
DPRXQW ORVYV DOORZDQFH

*63 *URXS 6XVWDLQDELOLW\ 3URJUDPPH

*XDUDQWHH $Q XQGHUWDNLQJ E\ $,% 8. *URXS RWKHU SDUW\ WR SD\ D FUHGLWF
. $6 ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUG

,$6% ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGYV %RDUG

%25 ,QWHUEDQN 2IIHUHG 5DWH

L &$$3 ,QWHUQDO &DSLWDO $GHTXDF\ $VVHVVPHQW 3URFHVV $,% 8. *URX

H[DPLQDWLRQ RI LWV ULVN SURILOH IURP UHJXODWRU\ DQG HFRQR
FDSLWDO WKDW LW QHHGV WR KROG

)56 ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV
/$$3 ,QWHUQDO /LTXLGLW\ $GHTXDF\ $VVHVVPHQW 3URFHVV
5%$ ,QWHUQDO 5DWLQJV %DVHG $SSURDFK ,5%$ DOORZV EDQNV VX

WKHLU RZQ HVWLPDWHV RI FHUWDLQ ULVN FRPSRQHQWYVY WR GHU
FUHGLW ULVN DFURVY GLIIHUHQW DVVHW FODVVHV 7KH UHOHYDQMW
03'x ORVV JLYHQ GHIDXOW O/*'x DQG H[SRVXUH DW GHIDXOW ¢

,55% % ,(QWHUHVW 5DWH 5LVN LQ WKH %DQNLQJ %RRN 7KH FXUUHQW RU S
FDSLWDO RI $,% 8. *URXS DV D UHVXOW RI DGYHUVH PRYHPHQWY
EDQNLQJ ERRN SRVLWLRQV

6% ,QWHUQDWLRQDO 6WDQGDUGY RQ $XGLWLQJ

.03 .H\ PDQDJHPHQW SHUVRQQHO
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$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



N: K .LORZDWW KRXU

/&5 /LTXLGLW\ &RYHUDJH 5DWLR /&5 LV WKH UDWLR Rl WKH VWRFN R
QHW FDVK RXWIORZV RYHU WKH QH[W  GD\V XQGHU D VWUHVV VFI
H[FHHGYV RQ -DQXDU\

/% /IRVV JLYHQ GHIDXOW O/*'x LV WKH H[SHFWHG RU DFWXDO ORVV L
SHUFHQWDJH RI H[SRVXUH DW GHIDXOW ($'

JLTXLGLW\ ULVRKH ULVN WKDW $,% 8. *URXS GRHV QRW KDYH VXIILFLHQW ILQDQF
DV WKH\ IDOO GXH RU ZLOO KDYH WR GR VR DW DQ H[FHVVLYH FR
WKH WLPLQJ RI FDVK IORZV

/13 /LPLWHG /LDELOLW\ 3DUWQHUVKLS

/RDQ WR GHSRYKUWW LV WKH UDWLR RI ORDQV DQG DGYDQFHV WR FXVWRPHUV HJ:

UDWLR DFFRXQWYV DV SUHVHQWHG LQ WKH VWDWHPHQW RI ILQDQFLDO SR

/RDQV SDVW GXKHQ D ERUURZHU IDLOV WR PDNH D FRQWUDFWXDOO\ GXH SD\PHQV
O3DVW GXH GD\Vx LV D WHUP XVHG WR GHVFULEH WKH FXPXODWLY
SD\PHQW LV RYHUGXH 3DVW GXH GD\V FRPPHQFH IURP WKH FORVH
D SD\PHQW LV GXH EXW QRW UHFHLYHG ,Q WKH FDVH RI RYHUGUDI
ERUURZHU
a KDV EUHDFKHG DQ DGYLVHG OLPLW
a4 KDV EHHQ DGYLVHG RI D OLPLW ORZHU WKDQ WKH WKHQ FXUUHQ\
a KDV GUDZQ FUHGLW ZLWKRXW DXWKRULVDWLRQ
'KHQ D ERUURZHU LV SDVW GXH WKH HQWLUH H[SRVXUH LV UHSRU
DPRXQW RI DQ\ H[FHVV RU DUUHDUV

/73" JLIHWLPH SUREDELOLW\ RI GHIDXOW

P OLOOLRQV

05% ODWHULDO 5LVN $VVHVVPHQW

1HW ORDQV  7RWDO ORDQV PLQXV WKH GUDZQ FUHGLW SURYLVLRQV

1HW JHUR 1HW ]JHUR UHIHUV WR D VWDWH LQ ZKLFK WKH JUHHQKRXVH JDV
EDODQFHG E\ UHPRYDO RXW RI WKH DWPRVSKHUH

1, 1RUWKHUQ ,UHODQG

IHW LOQWHUHVWKIH BRRXQW RI LQWHUHVW UHFHLYHG RU UHFHLYDEOH RQ DVVHYV
OLDELOLWLHYV

1,0 1HW LQWHUHVW PDUJLQ 1,0 LV D PHDVXUH RI WKH GLIIHUHQFH E
RQ DYHUDJH LQWHUHVW HDUQLQJ ILQDQFLDO DVVHWV OHQGLQJ\
DYHUDJH LQWHUHVW EHDULQJ ILQDQFLDO OLDELOLWLHV ERUUR?Z
HDUQLQJ DVVHWYV

1RQ SHUIRUPLQRQ SHUIRUPLQJ H[SRVXUHV ORDQV DUH PDWHULDO H[SRVXUHV ZK

H[SRVXUHYV QRWDUGOHVV Rl ZKHWKHU WKH\ DUH FUHGLW LPSDLUHG DQG RU H
LV DVVHVVHG DV XQOLNHO\ WR SD\ LWV FUHGLW REOLJDWLRQV
UHJDUGOHVV RI WKH H[LVWHQFH RI DQ\ SDVW GXH DPRXQW RU WKI
GXH

136 1HW 3URPRWHU 6FRUH

16)5 1HW 6WDEOH )XQGLQJ 5DWLR 16)5 7KH UDWLR RI DYDLODEOH VV
IXQGLQJ RYHU D \HDU WLPH KRUL]JRQ

28&, 2WKHU FRPSUHKHQVLYH LQFRPH

21l EDODQFH VEHHYDODQFH VKHHW LWHPV LQFOXGH XQGUDZQ FRPPLWPHQWV WR

LWHPV DFFHSWDQFHY DQG RWKHU LWHPV DV OLVWHG LQ $QQH[ , Rl WKH &

2SHUDWLRQDO2SHUDWLRQDO ULVN LV WKH ULVN RI ORVV UHVXOWLQJ IURP LQDG
DQG V\WVWHPV RU IURP HIWHUQDO HYHQWVY W LQFOXGHV OHJDO U
ULVN ,Q HVVHQFH RSHUDWLRQDO ULVN LV D EURDG FDQYDV RI LQ
DQG FKDQJH ULVN RXWVRXUFLQJ LQIRUPDWLRQ VHFXULW\ F\EHU
ULVNV SHRSOH ULVN DQG OHJDO ULVN

27& 2YHU WKH FRXQWHU

3%, 3HQVLRQHU %X\ ,Q

3" BUREDELOLW\ RI '"HIDXOW 3' LV WKH OLNHOLKRRG WKDW D ERUUF

3LOODU BHWV RXW WKH UXOHV IRU FDOFXODWLQJ PLQLPXP UHJXODWRU\ FI

EDVHG RQ WKH VXP RI RSHUDWLRQDO PDUNHW DQG FUHGLW ULV
PDLOQWDLQ DW DOO WLPHV FDSLWDO UHVRXUFHV HTXDO WR RU LQ

3LOODU 7KLY 6XSHUYLVRU\ 5HYLHZ 3URFHVV UHTXLUHV VXSHUYLVRUV WR
LQWHUQDO SURFHVV LQ SODFH WR DVVHVV WKH DGHTXDF\ RI LWV F
LWV PDWHULDO ULVNYV

30% 3RVW PRGHO DGMXVWPHQW

32&, 3XUFKDVHG RU RULJLQDWHG FUHGLW LPSDLUHG ILQDQFLDO DVVHW
33 3UHSD\PHQWYV

33, 3D\PHQW 3URWHFWLRQ ,QVXUDQFH

35% 3UXGHQWLDO 5HIJXODWLRQ $XWKRULW\
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3Z2& BULFHZDWHUKRXVH&RRSHUYV //3
5%$6 5LVN $SSHWLWH 6WDWHPHQW
5HSR 5HSXUFKDVH DJUHHPHQW 5HSR LV D VKRUW WHUP IXQGLQJ DJU

FUHDWH D FROODWHUDOLVHG ORDQ E\ VHOOLQJ D ILQDQFLDO DVVl
ERUURZHU FRPPLWY WR UHSXUFKDVH WKH VHFXULW\ DW D GDWH L
ORDQ )RU WKH FRXQWHUSDUW\ WR WKH WUDQVDFWLRQ LW LV WH
UHYHUVH UHSR

5HYHUVH UHSR$ SXUFKDVH Rl VHFXULWLHV ZLWK DQ DJUHHPHQW WR UHVHOO WK

GDWH
50) 5LVN ODQDJHPHQW )UDPHZRUN
5:% 5LVN ZHLJKWHG DVVHWYV 5:% DUH D PHDVXUH RI DVVHWYV LQF

FRQYHUWHG LQWR DVVHW HTXLYDOHQWY HJ FUHGLW OLQHV Z|
SUHVFULEHG UXOHV DQG IRUPXODV DV GHILQHG LQ WKH %DVHO {
WKRVH DVVHWYV

6%7V 6FLHQFH %DVHG 7DUJHWYV
6&% 6WURQJ &XVWRPHU $XWKHQWLFDWLRQ
6HFWLRQ 6HFWLRQ RI WKH &RPSDQLHV $FW

6HFXULWLVDWIZK® SURFHVV RI DJJUHIJDWLRQ DQG UHSDFNLQJ RI QRQ WUDGDEOH
DQG DGYDQFHV RU FRPSDQ\ FDVK IORZ LQWR VHFXULWLHY WKDW |

PDUNHWYV

6,&5 6LIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN

6/3 $,% 3)3 6FRWWLVK /LPLWHG 3DUWQHUVKLS

60( 6PDOO DQG PHGLXP VLIHG HQWHUSULVHV 60(V DUH EXVLQHVVHYV
ILQDQFLDO UHVXOWY IDOO EHORZ FHUWDLQ OLPLWYV

605 6HQLRU ODQDJHUV 5HJLPH

621,% 6WHUOLQJ 2YHUQLJKW ,QGH[ $YHUDJH

633, 6ROHO\ SD\PHQWYV RI SULQFLSDO DQG LQWHUHVW

6WDJH DOORFDBWIGHY ,)56 ORDQV DQG DGYDQFHV WR FXVWRPHUV RWKHU WKD
WKUHH VWDJHV

6WDJH ,QFOXGHV QHZO\ RULJLQDWHG ORDQV DQG ORDQV WKDW KDYH QR\
VLQFH LQLWLDO UHFRJQLWLRQ

6WDJH ,QFOXGHV ORDQV WKDW KDYH KDG D VLJQLILFDQW LQFUHDVH LQ F
QRW KDYH REMHFWLYH HYLGHQFH RI EHLQJ FUHGLW LPSDLUHG

6WDJH ,QFOXGHV ORDQV WKDW DUH GHIDXOWHG RU DUH RWKHUZLVH FRQV

6XERUGLQDWHGADELOLWLHY ZKLFK LQ WKH HYHQW RI LQVROYHQF\ RU OLTXLGDW
OLDELOLWLHV FODLPV RI GHSRVLWRUV DQG RWKHU FUHGLWRUV RI WKH LVVXHU

7&)" 7DVNIRUFH RQ &OLPDWH UHODWHG )LQDQFLDO 'LVFORVXUHV

7'5& 7THFKQRORJ\ 'DWD 5HVLOLHQFH &RPPLWWHH

7KH &RPSDQ\ $,% *URXS 8. S O F

7KH 3DUHQW $OOLHG ,ULVK %DQNV S O F

7KH 3SDUHQW *$®OLHG ,ULVK %DQNV S O F DQG LWV VXEVLGLDU\ XQGHUWDNLQJ\

7LHU FDSLWD$® PHDVXUH RI D EDQNxV ILQDQFLDO VWUHQJWK GHILQHG E\ WKH ¢
FDSLWDO SOXV RWKHU 7LHU VHFXULWLHV LQ LVVXH EXW LV VXEI
RI H[SHFWHG ORVV RQ WKH ,5%%$ SRUWIROLRV RYHU WKH ,)56 S
VHFXULWLVDWLRQ SRVLWLRQV DQG PDWHULDO KROGLQJV LQ ILQDG

7LHU 6 XERUGLQDWHG 7LHU

7TUDFNHU PRUWWWIUDFNHU PRUWJDJH KDV D YDULDEOH LQWHUHVW UDWH 7KH UD)
DJUHHG PDUJLQ DERYH WKH %DQN RI (QJODQG UDWH DQG ZLOO LQ
D %DQN RI (QJODQG UDWH PRYHPHQW

8. $/&R 8. $3VVHW /LDELOLW\ &RPPLWWHH
8.&8& 8. &UHGLW &RPPLWWHH

8./0 $,% 8. /RDQ ODQDJHPHQW /LPLWHG
8./7 8. /IHDGHUVKLS 7HDP

8. 2S&R 8. 2SHUDWLRQV &RPPLWWHH

8.5& $,% 8. *URXS 5LVN &RPPLWWHH

8. 6FKHPH $,% *URXS 8. 3HQVLRQ 6FKHPH
9D5 9DOXH DW 5LVN

9$7 9DOXH $GGHG 7D]

9,8 9DOXH LQ XVH
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9XOQHUDEOH ORDQV ZKHUH UHSD\PHQW LV LQ MHRSDUG\ I[URP QRUPDO FDVK IOR

VRXUFHV

/2" JLUVW /LQH RI 'HIHQFH
/2 6HFRQG /LQH RI '"HIHQFH
/2" 7KUHH OLQHV RI GHIHQFH
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