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+RZ ZHxYH GRQH
SHUIRUPDQFH
J)LQDQFLDO SHUIRUPDQFH

1HW LOQWHUHVW
PDUJLQ

6WURQJ 1,0 GXH WR KLJKH DWH
HQYLURQPHQW o
,QFUHDVHG FXVWRPHU ORDQ \LHO

LQWHUHVW UDWH HQRIIVHW HQ v QEEsS.
LQFUHDVH LQ LQWHUHVW H[SHQV

/RWDO P

DGMXVWHG -
FRYVWY &RQWLQXHG IRFXV RQ FRVW

&RVWYV UHGXFHG DV D UHVXOW RI
HPSOR\HH QXPEHUV FRPELQHG Z
IRRWSULQW DFURVV WKH 8.

6WDWXWRU\ RSHUDWLQ.I H[S§
LQFOXGLQJ UHVWUXFWXULQJ FR

1HW FUHgLWP
QW

Jk Lok HU

UDJH
bURSHUYV

LPSDLUP
&DXWLRXV DSSURDFK WR SU
FKDUJH ,PSDLUPHQW FKDUJH RI d P SULP

GHWHULRUDWLQJ PDFURHFRQRPL S H 8
$GMXVWI—d3 P
SURILW )
WHG SURILW EHIRUH WD[ R I8
EHIRUH Wrﬁ( DVHG LQFRPH LQ D KLJKHU HQW DQ
VWURQJ FRVW PDQDJHPHQW
6WDWXWRU\ SURILW EHIRUH NG
d P SURILW
1HZ d E
OHQGLQJ
&RQWLQXHG IRFXV RQ FRUH
6WURQJ SHUIRUPDQFH LQ WKH (Q FWXUH I
BURSHUW\ VHFWRUV ZKLFK UHPD DQG
H[SHULHQFHG JURZWK LQ WKH \H
1HW ORDQV E
GHFUHDVH LQ QHW ORDQV
/IRZHU QHW ORDQV GXH WR VDOH | DQG D

VDOH RI QRQ SHUIRUPLQJ ORDQV
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1RQ E
SHUIRUPLQJ

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

UHGHPSWLRQV WKURXJKRXW
SHUIRUPLQJ ORDQV

&XVWRP E
DFFRXQ

&XVWRPHU EDODQFHYV GHFU
BULPDULON GULYHQ E\ VWUDWHJLH
FXVWRPHUV FRXSOHG ZLWK DQ L{
DFWLYLW\ GXH WR ULVLQJ LQIOD

&(7 UDYV

6WURQJ FDSLWDO EDVH

6WURQJ DQG UREXVW FDSLWDO H{ ZHOO
SRVLWLRQHG IRU VXVWDLQDEOH DLW\ WR
ZLWKVWDQG ILQDQFLDO VWUHVYV

1RQLQDQFLDO VXVS\HL @D P DQIEW\

*UHHQ Q

OHQGLQu
/JHQGLQJ WR VXSSRUW WKH WR D
ORZHU FDUERQ HFRQRP\
$,% 8. DFKLHYHG d P RI JUHHQ Q |-
DFFRXQWLQJ IRU RI WRWDO QH [

I1HW SURI U '

VFRUH
'HFUHDVH LQ DYHUDJH 136
'"HWHULRUDWLRQ LQ FXVWRPHU VI WULFV
&KDQJHVY WR RSHUDWLQJ PRGHOYV N DHPHQW
WR LPSURYH WKH FXVWRPHU H[SHEE

'LYHUVL
'RPHQ DV D RI PDQDJHPHQ
‘H UHPDLQ FRPPLWWHG WR DFFHO FOXVLR

GLYHUVLW\ DIJHQGD

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

JXUWKHU LQIRUPDWLRQ RQ WKH FDOFXODWLRQ RI WKHVH DGMXVWHG PHDVXUHVVEKREZNKDZH HFR@\FLL®H D W
WR WKH VWDWXWRU\ UHVXOWYV

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

6HH RXU 6XVWDLQDEOH /HQGLQJ JUDPHZRUN IRU GHILQLWKW®@AS\DQ @ZEHITLXE U H RgHQAMADUL R 1B G-LOAMHYHE). QIH Q ¢
DFFRXQWHG IRU d P RI WRWDO QHZ OHQGLQJ ,Q WKH $QQXDO )LQDQFLDO 5HSRUW JUHHQ OHQGLO.
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$W D JODQFH

+RZ ZH EDFN RXU FXVWRPHUV

$,% 8. RSHUDWHV LQ WKH WZR GLVWLQFW PDUNHWYV Rl *UHDW %ULWDLQ DQG 1RU
FXVWRPHUV ZLWK D FRPSUHKHQVLYH UDQJH RI OHQGLQJ DQG GHSRVLW SURGXF\
,UHODQG ZH RIIHU D IXOO VHUYLFH UHWDLO EDQNLQJ VHUYLFH WR SHUVRQDO D¢
EXVLQHVV OHQGLQJ

N N

&86720(56 12&$7,216 LR, T$/ &86720(56

N UHWDLO EXVLQHVV2DIQEHVRUSGHREQRWRQ %HOIDVNWFXDWRRHWWHLFWLYHO\ HQJD.
FXVWRPHUV DFURVV WKBB®RILIWHWKDPSWRQ EUDRDEERYY RXU GLILWDO FKDQQHO\
.LQJGRP 1RUWKHUQ ,UHODQG ZLWK EXVLQHVV FHQWUHYV

FR ORFDWHG LQ VRPH EUDQFKHV

$,% 1,

2XU YLVLRQ LV WR EH D IXOO VHUYLFH EDQN
ZLWK WKH GLJLWDO FDSDELOLW\ DQG RSHUL
HYHU\GD\ EDQNLQJ DQG GHSRVLW QHHGV RI

$//,(" ,5,6+ %$1. *%

JROORZLQJ RXU ZLWKGUDZDO IURP WKH *% 6
YLVLRQ LV WR EH D OHDGLQJ QLFKH FRUSRU
UHFRJQLVHG H[SHUWLVH LQ RXU FKRVHQ VH
PLG WR ODUJH FRUSRUDWHYV

2XUSHROH LQ

2XU SHRSOH ODQDJHPHQW

N i | N 1N
(PSOR\HHV )7( )HPDOH ODOH (PSOR\HHV )7( )HPDOH ODOH
'"LUHFW ,QGLUHFW '"LUHFW ,QGLUHFW

$FWLYH FXVWRPHUV GHILQHG DV WKRVH PHHWLQJ VSHFLILF FULWHULD XQGHU RQH RU PRUH RI WKUHH F
$V DW '"HFHPEHU
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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 VHFRQG \HDU RI LWV WKUHH \HDU VWUDWHJ\ IRFXVH
VXVWDLQDEOH EXVLQHVV IRU RXU FXVWRPHUV RXU SHRSOH RXU VKDUHKROGHU'
DSSRLQWHG &KDLU RI $,% 8. LQ ODUFK KDYLQJ EHHQ ZHOFRPHG WR WKH %RI
OHDG LQ VWHHULQJ WKH %DQN WKURXJK LWV QH[W SKDVH

9DULRXV KHDGZLQGYV FRPELQHG WKURXJKRXW WKH \HDU WR SURGXFH D FKDOOHQ
VKDUS ULVH LQ LQWHUHVW UDWHV FRQWULEXWHG WR QHJDWLYHO\ LPSDFW KRX
WLIKWHQHG PRQHWDU\ SROLF\ 7KH FRQWLQXHG PDUNHW XQFHUWDLQW\ PHDQV L
SRVLWLRQV LWVHOI VWURQJO\ WR EH DEOH WR VXSSRUW WKHP :H EHOLHYH WKFE
F\FOH LV GHOLYHULQJ RQ RXU YDOXHV DQG SXWWLQJ RXU FXVWRPHUV DW WKH KF

J)LOQODQFLDO SHUIRUPDQFH EXVLQHVV VWUDWHJ\

‘H ZHQW LQWR ZLWK D FOHDU VWUDWHJ\ IRU KRZ WR SRVLWLRQ WKH %DQN
EHFRPH D VXVWDLQDEOH FDSLWDO JHQHUDWLYH DQG HIILFLHQW EXVLQHVV FDS
VWDNHKROGHUYV ‘H DGMXVWHG RXU EXVLQHVV PRGHO DQG DUH EXLOGLQJ ULVN D

7KH VHFRQG VWDJH RI WKH ORDQ SRUWIROLR VDOH WR $OOLFD %DQN ZDV ILQ
ZLWKGUDZDO IURP WKH *% 60( PDUNHW $ NH\ FRQVLGHUDWLRQ LQ WKLY WUDQVD
SRVVLEOH IRU RXU FXVWRPHUV DQG ZH EHOLHYH WKLV JRDO ZDV DFKLHYHG

+DYLQJ LPSOHPHQWHG FKDQJHV WR RXU RSHUDWLQJ PRGHO ZH KDYH DOUHDG\
ZRUNLQJ WKURXJK PRUH HIILFLHQW SURFHVVHV DQG D UHGXFWLRQ LQ GXSOLFDYV
RSHUDWLQJ PRGHO ZKLFK ZLOO PDNH D VLIJQLILFDQW GLIITHUHQFH IRU RXU FROC
FRUH UROHV XOWLPDWHO\ LPSURYLQJ RXU FXVWRPHU MRXUQH\

‘H DOVR HPEDUNHG RQ VWUHDPOLQLQJ RXU PRGHO LQ 1RUWKHUQ ,UHODQG $V ZF
GLIILFXOW GHFLVLRQ WR VHOO RXU QRQ EUDQFK $70 QHWZRUN IROORZLQJ D Gl
FXVWRPHUVY RSW WR XVH FDUG FRQWDPHWKHRWGW DQG HOHFWURQLF SD\PHQW

LWK WKH HDVLQJ RI &29,' WKH %RDUG ZDV GHOLJKWHG WR EH DEOH WR UH HQ
GLQQHUV DQG PHHWLQJV LQ ERWK *% DQG 1, 7KLV SURYLGHG D ZHOFRPHG R
FXVWRPHUV

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

$,% 8. *URXS UHFRUGHG D VWDWXWRWU\ BURULWKEHIRDH WOGCODWQRIGRXVWRG SURIL
d P 7KH %DQNxV UHVXOWY UHIOHFW LQFUHDVLQJ QHW LQWHUHVW LQFRPH GXH
WKH %DQN RI (QJODQG EDVH UDWH WKURXJKRXW DQG UHGXFLQJ FRVWV WKUR
RINT'VHW E\ DQ LQFUHDVH LQ WKH QHW FUHGLW LPSDLUPHQW FKDUJH GXH WR WKH

$,% 8. *URXS®OV SHUIRUPDQFH DQG NH\ SHUIRUPDQFH LQGLFDWRUY DERYH DUH DGMXVWHG WR H[FOXGH
WUHQGV RI WKH EXVLQHVYV 7KHVH PHDVXUHVY DUH FRQVLGHUHG $30V DQG D GHVFULSWLRQ RI $,% 8. *U|
WKLV UHSRUW $ UHFRQFLOLDWLRQ WR WKH VWDWXWRU\ YLHZ RI SHUIRUPDQFH LV LQFOXGHG LQ WKH )L
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&EXVWRPHUYV FROOHDJXHV

2XU FXVWRPHUVY UHPDLQ DW WKH IRUHIURQW RI RXU PLQGV 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

JUDXG SUHYHQWLRQ UHPDLQV D NH\ DUHD RI IRFXV DQG ZH UHPDLQ FRJQLVDQW I

,Q ZH ODXQFKHG WKH 8. YHUVLRQ RI WKH $,% $XWKHQWLFDWRU $SS IRU EXVL
VHEXULW\ WR FXVWRPHUV ZKHQ PDNLQJ RQOLQH SD\PHQWYV
$V &29,' UHVWULFWLRQV ZHUH OLIWHG FROOHDJXHV UHWXUQHG WR RXU RIILF

FROQOQHFW DQG FROODERUDWH LQ SHUVRQ ZLWK RXU FROOHDJXHV IURP D EXVLQH
PRYH WR D K\EULG PRGHO RI ZRUNLQJ WR SURYLGH JUHDWHU IOH[LELOLW\ DV I
EDODQFH :H KDYH DOVR FRQWLQXHG WR SURPRWH D UDQJH RI UHVRXUFHV WR }
DPRQJVW RXU FROOHDJXHV

JHHGEDFN IURP RXU FROOHDJXHV KDV DOZD\V EHHQ LQYDOXDEOH WR XV DQG D
SDQGHPLF SHULRG DQG WKH RQJRLQJ IDOORXW LW LV SDUWLFXODUO\ LPSRUWDC
EH DW WKHLU EHVW HYHU\ GD\ :H UHODXQFKHG RXU $,% (QJDJH 6XUYH\ LQ W
WDNH DFWLRQ RQ WKDW ZH IHHO ZLOO PDNH WKH ELJJHVW FROOHFWLYH LPSD
FROOHDJXH VDWLVIDFWLRQ ZLWK WKH %DQN DV D SODFH WR ZRUN DQG ZH DUH F
HQYLURQPHQW RXU FROOHDJXHV ZRUN LQ

%»RDUG RI 'LUHFWRUYV

3HWHU 6SUDWW VWHSSHG GRZQ DV &KDLU RI $,% 8. LQ ODUFK DIWHU VL[ \HDU
JOREDO SDQGHPLF DQG WKH ODXQFK RI WKH %DQNxV FXUUHQW VWUDWHJLF MRXU
FXUUHQW SRVLWLRQ DQG LQ KHOSLQJ P\ WUDQVLWLRQ LQWR WKH UROH

W ZDV ZLWK UHJUHW WKDW 5REHUW O0XOKDOO DQQRXQFHG KLV LQWHQWLRQ WR C
ZLVK KLP ZHOO ZLWK KLV IXWXUH

‘H ZHUH GHOLJKWHG WR DQQRXQFH +LODU\ *RUPOH\ V DSSRLQWPHQW DV 0DQDJL
KDV HIWHQVLYH EDQNLQJ H[SHULHQFH ZLWK RYHU \HDUVx H[SHULHQFH LQ WK
GHOLYHULQJ UHVXOWV $V WKH %DQN SLYRWYV WR JURZLQJ WKH EXVLQHVV +LODL
WKH FRQQHFWLRQ WR WWHDRBBHHQW DQG RXU

-DQHW OF&RQNH\ ZDV IRUPDOO\ DSSRLQWHG &KLHI )LQDQFLDO 2IILFHU LQ IRO
WR WKH %RDUG LQ -DQXDU\ -DQHW KDV RYHU \HDUVx H[SHULHQFH ZRUNLC
VWUDWHJILF DQG ILQDQFLDO SODQQLQJ PDQDJHPHQW UHSRUWLQJ DQG UHJXODW
VWUHQJWK WR WKH %RDUG RI $,% 8.

2XWORRN

$vV ZH PRYH LQWR WKH ILQDO \HDU RI RXU VWUDWHJI\ ZH FDQ EH SURXG RI RXL
VWUHDPOLQLQJ RXU EXVLQHVY :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 VWDNHKROGHUV

M“NmmMN

'LOOLDP )DOO
&KDLU

ODUFK
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ODQDJLQJ 'LUHFWRU \

'ULYHQ E\ RXU FXVWRPHU OF
ZH KDYH FRQWLQXDOO\ HYRO
DGDSWHG WR WKH FKDQJH L
HFRQRPLF FRQGLWLRQV VXF
UHVSRQGLQJ WR RXU FXVWRI
 QHHGV

+LODU\ *RUPOH\

, QWURGXFWLRQ

, DP GHOLJKWHG WR WDNH RQ WKH UROH DV 0DQDJLQJ 'LUHFWRU RI $,% 8. DQG ZF
IRU KLV VXSSRUW GXULQJ WKH WUDQVLWLRQ , KDYH VSHQW WKH ODVW VL[ PRQW
EHWWHU XQGHUVWDQGLQJ RI WKH EXVLQHVV WKH PDUNHWY DQG VHFWRUV WKD\
DQG UHYLHZLQJ DQG YDOLGDWLQJ WKH VWUDWHJ\ DQG WKH SURJUHVYVY PDGH RYHL

KDV EHHQ D \HDU RI VLJQLILFDQW JOREDO FKDOOHQJH ZLWK HFRQRPLF DQG J
VORZ GRZQ LQ JURZWK DQG UHFHVVLRQDU\ FRQGLWLRQV LQ WKH 8. 7KLV KDV G
KRXVHKROGY DFURVV WKH 8. DQG ZH DUH IXO0O\ FRPPLWWHG WR VXSSRUWLQJ RXU

'"HVSLWH WKH FRQVW D Q WK DHOYCRHRY-0%). KMOHWGINGIG D QHZ RSHUDWLQJ PRGHO GF
FXVWRPHUV PRUH HIILEFLHQWO\ VLJQLILFDQWO\ UHG,XF B GAWHER®WHEDN H @HGS R
VXSSRUW IRU RXU VHFWRU OHG FRUSRUDWH EXVLQHVV LQ *UHDW %ULWDLQ DQ
1RUWKHUQ ,UHODQG ZKLOH DOVR DWWUDFWLQJ QHZ VWDII LQWR WKH %DQN

$,% 8. GHOLYHUHG D SRVLWLYH ILQDQFLDO SHUIRUPDQFH LQ DQG ZH DUH UH:
\HDU SULPDULO\ GULYHQ E\ WKH KLJKHU %DQN Rl (QJODQG LQWHUHVW UDWH HQY
WKH FRVW DJHQGD LQ OHYHUDJLQJ RSSRUWXQLWLHV WR UHGXFH FRVWV WKU

6WURQJ QHZ OHQGLQJ RI'd E GHOLYHUHG IURP D PRUH VWUHDPOLQHG DQG FRVW
PL[HG WUHQGY DFURVYV RXU WDUJHWHG VHFWRUV ZLWK WKH PDLQ JURZWK FRPLQ.

(FRQRPLF IDFWRUYV

7KH 8. HFRQRP\ ORVW PRPHQWXP RYHU WKH FRXUVH RI LPSDFWHG E\ VHYHUD
ZDU LQ 8NUDLQH DQG WKH JOREDO HQHUJ\ FULVLV $IWHU KDYLQJ H[SDQGHG L
B3URGXFW *'3 FRQWUDFWHG LQ WKH WKLUG TXDUWHU ZKLOH VXUYH\ GDWD IRU
HFRQRPLF FRQGLWLRQV 7KHVH FRQGLWLRQV FRQWLQXHG LQWR WKH ILQDO TXD

$FWLYLW\ ZDV FRQVWUDLQHG DV WKH \HDU SURJUHVVHG E\ WKH QHJDWLYH LP:
LQIODWLRQ ZKLFK SHDNHG DW LQ 2FWREHU 7KH *RYHUQPHQWxV (QHUJ\ 3UL
FKDOOHQJHV WR KRXVHKROG ILQDQFHV IURP KLJKHU HQHUJ\ FRVWV EXW WKH VI
GDPSHQLQJ LPSDFW RQ HFRQRPLF DEWLYLW\

‘H ZHUH G\QDPLF LQ WKH IDFH RI WKHVH PDUNHW FKDOOHQJHV HQDEOLQJ XV WF
DQG WKH FRPPXQLWLHYV ZH VHUYH

6WUDWHJ\

‘H RXWOLQHG RXU EXVLQHVV VWUDWHI\ DW WKH HQG RI ZLWK DQ DPELWLRQ
WRRN WKH RSSRUWXQLW\ WR UHYLHZ RXU VWUDWHJI\ LQ OLJKW RI WKH FKDOOHQJ
GHOLYHULQJ WKLY DQG RXU WUDQVIRUPDWLRQ RI RXU RSHUDWLQJ PRGHO

‘H WRRN WKH GLIILFXOW GHFLVLRQ WR H[LW IURP WKH *% 60( PDUNHW DQG GXUL
ZDV D VLIQLILFDQW DQG FRPSOH[ FKDQJH IRU FXVWRPHUV DQG ZH HQVXUHG RXU

,Q IRUWKHUQ ,UHODQG ZH UHYLHZHG RXU FKDQQHO VWUDWHJI\ DQG LPSURYHG R>
3RVW 2IILFH
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‘H KDYH D FOHDU DPELWLRQ WR VXSSRUW FXVWRPHU JURZWK LQWR EXW ZH L
GR WKLV LQ D FRQVLGHUHG ZD\ 6XSSRUWLQJ RXU FXVWRPHUV LQ WKH VHFWRUYV
Rl WKDW JURZWK 7KHVH VHFWRUV LQFOXGH (QHUJ\ ,QIUDVWUXFWXUH +RX
ODQXIDFWXULQJ ,Q8NYWIDIBMO/WULHY ZKLOVW VXSSRUWLQJ RXU +R VIS LSARD/GWL W\
SDQGHPLF

,Q ZH ZLOO SURYLGH RXU SHUVRQDO FXVWRPHUV ZDWXVW RPRUH IRAKNHHGQ B/HE
RITHUDQ®G FRQWLQXH RXU SODQV WR LPSURYH RXU GLJLWDO EDQNLQJ VHUYLFHYV

&EXVWRPHU ILUVW

, DP FRPPLWWHG WR OHDGLQJ DQ RUJDQLVDWLRQ ZKHUH RXU SHRSOH SXW WKH F.

7KH UHFHQW WXUEXOHQFH LQ WKH PDUNHW KDV FDXVHG FKDOOHQJHV IRU SHF
PRUWJDJHVY WR QHZ FXVWRPHUV VHHNLQJ WR EX\ WKHLU RZQ KRPHV ZLWK RSWLR
WR VXSSRUW H[LVWLQJ FXVWRPHUV ZLVKLQJ WR UHYLHZ WKHLU PRUWJDJHV PRY!

'XULQJ ZH KDYH DGMXVWHG GHSRVLWRU UDWHV WR VXSSRUW RXU FXVWRPHUYV

JRURSREDWNLA IRFXVHG RQ GHOLYHULQJ WR RXU FXVWRPHUV WKURXJK GHHS V
DQG SURYLGH FXVWRPLVHG ILQDQFLDO VROXWLRQV WKDW PHHW RXU FXVWRPHU
RXU QRPLQDWLRQ DV ILQDOLVWY LQ WKH +HDOWK ,QYHVWRU $ZDUGV LQ

‘H GHOLYHUHG d E LQ QHZ OHQGLQJ RI ZKLFK ZDV JUHHQ ILQDRXRVHQBERURVV WK
SHUVRQDO OHQGLQJ LQ 1,

:H DOZD\V ORRN IRU ZD\V WR VXSSRUW RXU FXVWRPHUV DQG , DP SOHDVHG WKD\
RXW RQ D OHQGLQJ LQLWLDWLYWXIRWULBERBHWVWLF DEXVH YLFWLP

/RRNLQJ IRWERHWE QXPRHWE&XVWRPHU )LUVWxXx LQLWLDWLYHY EHLQJ LPSOHPHQWH:
FXVWRPHU IHHGEDFN FKDQJHNORQMKEDRWKKHYRDYNGW UHIXODWRU\ UHTXLUHPHQW
FXVWRPHUVx H[SHULHQFH

SLVNFDSLWDO

:KLOVW FKDOOHQJHG WKH $,% 8. SRUWIROLR UHPDLQHG UHVLOLHQW DQG RXU LC
VWDEOH 2XU SULRULW\ LV WR PDQDJH RXU DVVHW TXDOLW\ ZKHUH ZH KDYH VWUF

1RQ SHUIRUPLQJ ORDQV DV D SHUFHQWDJH RI JURVV ORDQV WR FXVWRPHUV ZDV

'"HFHPEHU 7KLV GHFUHDVH SULPDULO\ UHIOHFWV WKH GLVSRVDO RI ORDQ S
IORZ WR QRQ SHUIRUPLQJ :H UHPDLQ FRPPLWWHG WR UHGXFLQJ QRQ SHUIRUPLC
FDSLWDO UHTXLUHPHQWY DQG EDODQFH VKHHW UHVLOLHQFEH

2XU RYHUDOO DSSURDFK WR SURYLVLRQLQJ UHPDLQV FDXWLRXV WKHUH ZDV |
FKDOOHQJLQJ HFRQRPLF FRQGLWLRQV

$,% 8. FRQWLQXHV WR KDYH VWURQJ OLTXLGLW\ PHWULFV /LTXLGLW\ &RYHUDJH 5

7KH 8. KDV D VWURQJ FDSLWDO EDVH ZLWK D &(7 UDWLR RI DW '"HFHPEHL
FDSLWDO UHTXLUHPHQWYV

6LPSOH HITLFLHQW

$,% 8. LV FRPPLWWHG WR D FXOWXUH RI FRQWLQXRXV LPSURYHPHQW IRU WKH El
/IHDQ PHWKRGRORJ\ WR HQKDQFH RXU VHUYLFH GHOLYHU\ IRU RXU FXVWRPHUYV

7KH 3DUHQW *URXS WDNHV DQ HQWHUSULVH YLHZ RI LQYHVWPHQW SODQQLQJ R
DJUHHLQJ SULRULWLVLQJ DQG LPSOHPHQWLQJ VWUDWHJLF FKDQJH SURJUDPPHV
LV RXU PXOWL \HDU SURJUDPPH WKDW WDNHV DGYDQWDJH Rl WHFKQRORJLFDC
FXVWRPHUV ZLWK DQ LPSURYHG RIIHULQJ RQ WKH SURYLVLRQ RI FUHGLW IDFLOLVW

7KH YDVW PDMRULW\ RI IRUWKHUQ ,UHODQG PRUWJDJHVY DUH FRPSOHWHG YLD L(
GLJLWDO PRUWJDJH DSSOLFDWLRQ SODWIRUP ZKLFK ZLOO WUDQVIRUP WKH HJ[L
GHFLVLRQV IDVWHU DQG PRUH HIILFLHQWO\
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/DOHQW FXOWXUH

$IWHU LPSOHPHQWLQJ D UHVWUXFWXUH DW WKH HQG RI ZH VWDUWHG WR ZR
LQLWLDOO\ WKLY H[SHULHQFHG VRPH RSHUDWLRQDO FKDOOHQJHV ZH KDYH VLQI
DQG HQULFKLQJ GLYHUVLW\ RI WKRXJKW WKURXJKRXW RXU EXVLQHVV $W WKH VD

'XULQJ WKHUH ZDV RQFH DJDLQ D VKLIW LQ KRZ ZH ZRUN IURP XS WR R
WR LQWURGXFLQJ D PRGHO ZLWK PRVW RI RXU FROOHDJXHV VWDUWLQJ WR XWLC
ZRUN OLIH EDODQFH ,Q ZH ZLOO FRQWLQXH WR VXSSRUW RXU FROOHDJXHV Z

OHQWDO KHDOWK RI FROOHDJXHV LV D SULRIUMMK H FBUR XW STOQUAMLPAXEO DRISD FIMA ZRHQ G
'H SURYLGHG DOO RXU 6HQLRU /HDGHUV ZLWK PHQWDO KHDOWK WUDLQLQJ DQG
WUDLQLQJ LQ DGGLWLRQ WR RXU RQJRLQJ IRFXV LQ WKLV DUHD

,Q ZH VXSSRUWHG RXU HPSOR\HHV ZLWK WKH FRVW RI OLYLQJ FULVLV E\ JLYL
WKURXJK RXU LQWHUQDO SHHU WR SHHU UHFRJQLWLRQ SURJUDPPH $SSUHF

2XU IRFXV RQ KDYLQJ D JHQGHU EDODQFH DW PDQDJHPHQW OHYHO UROHV DQG |
JLQDQFH &KDUWHU VWULYHV IRU EHWWHU EDODQFH LQ SD\ SDUWLFLSDWLRQ DQ
LPSURYH WKLV ZLWK IHPDOHV FXUWPHQW ON PUBBE HROHQ \WLOJLYV WRR DFKLHYH
FRPPLWWHG WR LQFOXVLYHQHVV DQG GLYHUVLW\ DQG DUH ZRUNLQJ FORVHO\ ZL
GLPHQVLRQV ,Q WKLV VXSSRUWHG WKH DFKLHYHPHQW DW 3DUHQW *URXS 1
'LYHUVLW\U E\ WKH ,ULVK &HQWUH IRU 'LYHUVLW\

'H ODXQFKHG D QHZ HQJDJHPHQW VXUYH\ $,% (QJDJH ZLWK D IRFXV RQ KHDC
XQGHUVWDQG ZKDW ZRUNV ZHOO DQG LGHQWLI\ DUHDV ZKHUH ZH FDQ PDNH LPSU
DQQXDOO\ VR WKDW ZH FRQWLQXH WR PDNH $,% 8. D JUHDW SODFH WR ZRUN

'H HQGHG WKH \HDU ZLWK RXU ILUDGFGOO.OHDDRIG IOY.NEW MBWHVRAEHRBANGRDW HQJIDJ
DFURVV RXU ORFDWLRQV 'HVLJQHG WR VKDUH DQG GHVFULEH RXU VWUDWHJ\ D
UHJXODU HYHQW LQ WKH $,% 8. FDOHQGDU

6XVWDLQDELOLW\

6XVWDLQDEOH &RPPXQLWLHV LV I/KNH\3 YUWH@W H UIRX S LIDO® $, R B. 7KH (QYLURQF
*RYHUQDQFH (6* DJHQGD LV EHLQJ HPEHGGHG LQWR WKH RUJDQLVDWLRQ DQG |

2XU DPELWLRQ LV WR RSHUDWH DV FDUERQ Q@H)GWIRIHH &V MQUIDR VW WRIH ORI QS QU F
RI QHZ FXVWRPHU OHQGLQJ E\ ,Q ZH FRQWLQXHG WR H[SDQG JUHHQ O
QHZ OHQGLQJDIQ®H UHGXFHG RXU 66REBHWLRMPEDVHRQV LQ ZKHQ FRPSDUHG

.H\ WR RXU VWUDWHJI\ LV EHLQJ D VXVWDLQDEOH DQG UHVSRQVLEOH EXVLQHVV IF
*URXS ODXQFKHG WKH ILUVW $,% &RPPXQLW\ OLOOLRQ )XQG DFURVV ,UHODQC
HPSOR\HHV DQG WKH SXEOLF WR VXSSRUW WKH FKDULWLHV ZLWKLQ WKHLU FRPP

LQFOXGHG *UHDW 2UPRQG 6WUHHW +RVSLWDO 'LDEHWHV 8. DQG WKH $O]KHLP

5HIXODWRU\ DQG RWKHU HYROYLQJ LVVXHYV

2XU SULRULW\ ZDV RQ FUHGLW ULVN DQG DVVHW TXDOLW\ DQG H[HFXWLQJ RXU V
FRQWUROV UHFRYHU\ DQG UHVROXWLRQ SURJUDPPHV

vVDZ PRELOLVDWLRQ RI WKH SURJUDPPH WR DVVHVV DQG GHOLYHU WKH &RQ
-RXUQH\ 5HYLHZ DSSURDFK ZH DUH UHYLHZLQJ RXU EXVLQHVV DQG HQVXULQJ Wi
WKURXJK RXU SURGXFWYV DQG VHUYLFHYV

‘H KDYH HQKDQFHG RXU UHVRXUFHY DQG FDSDELOLWLHY DQG DOORFDWHG WKHVH
‘H UHPDLQ GHWHUPLQHG WR HQVXUH RXU SODQV DUH EXLOW IURP D IRXQGDWLRQ
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&RQFOXVLRQ

ZDV D \HDU RI VLIQLILFDQW FKDOOHQJLQJ FRQGLWLRQV IRU ERWK RXU FXVWF
G\QDPLF DQG DJLOH ZH QHHG WR EH DV D EXVLQHVV WR EH DEOH WR UHVSRQG WF

'ULYHQ E\ RXU FXVWRPHU OHG SXUSRVH ZH KDYH HYROYHG DQG DGDSWHG WR W

VXFFHVVIX0O0O\ UHV SKY®IRPEUDRDBDQFLDO QHHGY , DP SURXG Rl WKLV OHYHO |
GULYH WR EDFN RXU FXVWRPHUV ZKLFK JLYHV PH JUHDW FRQILGHQFH DV ZH PRYH

ety fed

+LODU\ *RUPOH\
ODQDJLQJ 'LUHFWRU

ODUFK
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JLODQFLDO UHYLHZ

6WURQJ ILODQFLDO SHUIRUF
UREXVW FDSLWDO DQG OLTXI
FKDOOHQJLQJ HFRQRPLF HQY
8. UHPDLQV IRFXVHG RQ GHO
VXVWDLQDEOH UHWXUQV LQ

-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 FKDUJH ZULWHEDFN

$GMXVWHG SURILW EHIRUH WD]

/RVV RQ VDOH RI ORDQ SRUWIROLR

3RUWIROLR PLJUDWLRQ LQFRPH IHHV o}
9ROXQWDU\ VHYHUDQFH

5HVWUXFWXULQJ SURYLVLRQ o
,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW

&XVWRPHU UHGUHVV

3RUWIROLR PLJUDWLRQ FRVWYV o}
3URILW ORVV RQ GLVSRVDO RI SURSHUW\

7RWDO DGMXVWPHQWYV

6WDWXWRU\ SURILW EHIRUH WD]J

7D

6WDWXWRU\ SURILW DIWHU WD|

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

([SHFWHG FUHGLW ORVVHV

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 O01,0x

7TRWDO DGMXmmNHG 1.0
RSHUDWLQJ L(maRPH ’

d P

6 XPPDU\ LQFRPH VWDWHPHQW UHYLHZ

d P

IHW LQWHUHVW LQFRPH

&KDQJH
dP dpP

1HW LQWHUHVW LQFRPH
$YHUDJH LOQWHUHVW HDUQLQJ DVVHWYV

&KDQJH
1,0
1HW LQWHUHVW LQFRPH LQFUHDVHG E\ d P FRPSDUHG WR GXH WR KLJKHL
LOQOWHUHVW UDWH HQYLURQPHQW LQ 7KLV ZDV SDUWLDOO\ RIIVHW E\ D UHG.:

IXUWKHU GHWDLO

IHW LQWHUHVW PDUJLQ

7KH QHW LQWHUHVW PDUJLQ LQFUHDVHG E\ IURRD/ GX®R LQWBHDVL@J DVVHIL
SULPDULO\ DV D UHVXOW RI D ULVH LQ WKH %DQN RI (QJOD QG KAV HDY DS\DHJ WLLDR
RIIVHWIBKHU LQWHUHVW UDWHVY SDLG RQ FXVWRPHU GHSRVLWYV
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$YHUDJH EDODQFH VKHHW

<HDU HQGHG <HDU HQGHG
'"HFHPEHU HFHPEHU
$EYDH0UDD(§] 3 HQWHUH%W—'UUDDV\\/]SSI;EYDHOUDDQJE wQW HUHY WL
$VVHWYV dP dp dpP dpP
/RDQV DQG UHFHLYDEOHV IURP FXVWRPHUV
%DODQFHV ZLWK FHQWUDO EDQNV RWKHU
LQWHUHVW HDUQLQJ DVVHWYV
$YHUDJH LQWHUHVW HDUQLQJ DVVHWYV
1RQ LQWHUHVW HDUQLQJ DVVHWV
7RWDO DVVHWYV
/LDELOLWLHV DQG HTXLW\
&XVWRPHU DFFRXQWYV
2WKHU LQWHUHVW EHDULQJ OLDELOLWLHYV
$YHUDJH LQWHUHVW EHDULQJ OLDELOLWLHYV
1RQ LQWHUHVW EHDULQJ OLDELOLWLHYV
(TXLW\
7RWDO OLDELOLWLHV DQG HTXLW\
1HW LQWHUHVW LQFRPH
$YDUHWBUHVW HDUQLQJ DVVHWYV RI d E LQ GHFUHDVHG E\ d E FRPSDUHG V
ERWK IXQGV SODFHG ZLWK EDQNV DQG FXVWRPHU ORDQV ,Q WKH VWUDWHJ
DVVHWY DQG OLDELOLWLHYV
$GMXVWH G RMRCHU
dP dpP
5HWDLO EDQNLQJ FXVWRPHU IHHV
&UHGLW UHODWHG IHHV
)RUHLJQ H[FKDQJH IHHV
6HUYLFH FKDUJH
&UHGLW FDUG FRPPLVVLRQ
2WKHU IHHV DQG FRPPLVVLRQ
)HH FRPPLVVLRQ H[SHQVH
,QWHUHVW UDWH FRQWUDFWV
L QYHVWPHQW VHFXULWLHV HTXLW\
2WKHU RSHUDWLQJ LQFRPH o
2WKHU LQFRPH
$SGMWHR@GAK) LQFRPH LQFUHDVHG E\ d P WR d P FRPSEBDHE@DWFRO\ B5EXIK WR KK

LQFRPH IURP LQWHUHVW UDWH FRQWUDFWV DQG SRVLWL YH HDOG®VRR QVWH H % D0
SRUWIROLR DQG QRQ SHUIRUPLQKMDRDEWH® H[FOX®A G DQG FDWHJRULVH3 DV DQ
PRUH GHWDLO

6WDWXWRU\ RWKHU LQFRPH ZKLFK LQFOXGHG WKH ORVV RREBRGQGH WROPRPIBVWR W
ZbV d P IRU XS d P RQ
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7TRWDO DGMXVWHG FRVWYVY DQG FRVW LQFRPH UDWLR

7TRWDO DGMXVWHG VWV $GMXVWHG FRVW LQF|

d P
d P

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

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

7TRWDO D GCAWRXNWWH G
7TRWDO DGMXVWHG FRVWY KDYH GHFUHDVHG E\ d P WR d P FRPSDUHG WR

SHUVRQQHO FRVWY GHFUHDVHG E\'d P FRISDHBGEFRWRRQ LDV )XQMHVXKPM (TXLYDOHC
IURP WKH YROXQWDU\ VHYHUDQFH SURJUDPPH FDUULHBVRXDW W\ RV KHKR UWL@IQWD |
SURJUDGHFUHDVLQJ WKH DYHUDJH HPSOR\HH QXPEHUV VHH QRWH

*HQHUDO DQG DGPLQLVWUDWLYH FRVWY KDYH GHFUHDVHG E\' d P FRPSDUHG WR
SURSHUW\ IRRWSULQW LQ WKH 8. SDUWO\ FRXQWHUHG E\ DQ LQFUHDVH LQ SURIH

'"HSUHFLDWLRQ LPSDLUPHQW DQG DPRUWLVDWLRQ FRVWYV GHHGMBV®@AE ER RUW IGXD
DQG GHSUHFLDWLRQ FKDUJHV

EWDW.WIO RSHUDWLQJ H[SHQVHV RI d P LQ GHFUHDVHG IURP d P LQ 7

SHUVRQQHO FRVWYV LQ DQG WKH LPSDFW RI UHVWUXFWXULQJ FRVWV LQ

VHYHUDQFH FRVWY DQG SURSHUW\ LPSDLUPHQWY DQG SURYLVLRQV GULYHQ E\
d P RI DOORFDWHG FRVWYV IURP $,% SOF

$GMXVRMRAV/G BPEBEBRVL

|
$GMXVWHG FRVWVY RI'd P GRZQ DQG LQFRPH RI d P XS UHVXOWHG LQ
ZKLFK ZDM@OXHAWRRQ LQ 6WDWXAVRRW LQFRPH UDWLR RI LQ UHGXFHG IURP
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5HIXODWRU\ IHHV

dP dP

5HIXODWRU\ IHHV

7KHVH LQFOXGH UHJXODWRU\ IHHV DQG OHYLHV FDOFXODWHG DQG FROOHFWHG E
FRQWULEXWH WR RWKHU RUJBRPHQW RQVWHPRO B E KBGO DWMKRD O 5HIXODWLRQ $XWt
J)LQDQFLDO B6HUYLFHV &RPSHQVDWLRQ 6FKHPH )6&6 JLQDQFLDO 2PEXGVPDQ
JLQDQFLDO 5HSRUWLQJ &RXQFLO DQG ,00HJDO ORQH\ /HQGLQJ 7HDP

1HW FUHGLW LPSDLUPHQW FKDUJH

dpP dpP

1HW FUHGLW LPSDLUPHQW FKDUJH ZULWHEDFN

7KHUH zZzDV D QHW FUHGLW LPSDLUPHQW FKDUJH RI d P LQ FRPSDUHG WR D
HSHFWHUG GLW QORYWNHV LV SULPDULO\ GXH WR SRVW PRGHHW IGWRR®DPMIQNNV VL
PDFURHFRQRPLF RXWOMPRN EHHRQRPWRMWH GHWDLO

TRVDGMXVWPHQWYV

dp dp
$GMXVWPHQWY IURP RWKHU LQFRPH
/RVV RQ VDOH RI ORDQ SRUWIROLR
3RUWIROLR PLJUDWLRQ LQFRPH IHHV o)
3URILW ORVV RQ GLVSRVDO RI SURSHUW\
7RWDO
$GMXVWPHQWY IURP SHUVRQQHO H[SHQVHYV
9ROXQWDU\ VHYHUDQFH
3RUWIROLR PLJUDWLRQ FRVWYV o)
$GMXVWPHQWY IURP JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
&XVWRPHU UHGUHVV
3RUWIROLR PLJUDWLRQ FRVWYV o)
SHVWUXFWXULQJ SURYLVLRQ o

$GMXVWPHQWY IURP LPSDLUPHQW DQG GHSUHFLDWLRQ RI SURSHUW\ SODQW DQG HTXLSPH
,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW
7TRWDO

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 FUHGLW

,Q WKHUH zZzDV D d P WD[ FKDUJH FRPSDUHG WR D WD[ FUHGLW RI d P LQ
FKDUJH RI d P d P FKDUJH DQG GHPHUUHGI WDFFKBUWH RK# GHIHUUHG WDJ[ F
LQ ZDWDLQO\ GXH WR WKH LPSDFW Rl KLJKHU IRUHFDVW SURILWDELOLW\ DQG
DVVHW UHFRJQLVHG IR W KK QW MRLY HGCU WKWHWWHEHWDLOYV
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%DODQFH VKHHW UHYLHZ

$VVHWYV

3HUIRUPLQJ oéBBﬁQ'B%'\';{L

E

E

'HF "HF FKDQJH
$VVHWV dP dpP
*URVV ORDQV WR FXVWRPHUV
([SHFWHG FUHGLW ORVVHYV
1HW ORDQV WR FXVWRPHUV
&DVK DQG EDODQFHY DW FHQWUDO EDQNV
,QWHUFRPSDQ\ DVVHWYV
2WKHU DVVHWYV
7RWDO DVVHWYV

*URVV ORDIFXVWHRPHUV

SHUIRUPLQJ ORDQV GHF WHDOHBWH\Qd WKH VDOH RQ "9 BODRUPRQQVORDQYV GHFUHDVE
GULYHQHBHPSWLRQV DQG WKH VDOH RIOCQEN GRDORUB HQH PRIQYHGQEQ 'HFHPEHU
SDUWLD @O DROQIWVM YBRZSWRIRGHPH @ RWRHJ PRUH GHWDLO
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1HZOHQGLQJ

1HZOHQGLQJ RI d E LQ ZDV EURDGO\ IODW FRPSDUHG WR 7TKHUH ZDV '
,QIUDVWUXFWXUH DQG 3URSHUW\ VHFWRUV ZKLFK UHPDLQHG UHVLOLHQW DQG H|]
OLPLWHG RSSRUWXQLWLHYVY LQ FHUWDLQ VHFWRUV VXFK DV +HDOWKFDUH DQG 'LY
ULVLQJ LOQOWHUHVW UDWHYV
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([SHFWHG PR HW

7KH EDODQFH VKHHW SURYLVLRQ IRU ORVV DOORZDQFHVY DUH RQ DQ ,)56 (&/ ED\
d P DQG (&/ RQ XQGUDZQ IDFLOLWLHV DQG RXIRIHQWWKDQLY W P '"HKLHW EM Ud G
GLSRVPIO*% 60( SHUIRUPLQJ DQG QRQ SHUIRUPLQJ SRUWIROLRMWRLYGG/LWDBQY LWFE
RITVHW E\ DQ LQFUHDVH LQ SRVW PRGHO DGMXVWPHQWY DSSOLHG IRU \HDU HQ
RXWORRN WR DFFRXQW IRU HFRQRPLF DQG ILQDQFLDO FRQGLMWRERRROVWKDW PD\ QR

7TKH&/ SYRVLRQV RQ GUDZQ ORDQV DW 'HFHPEHU ZHUH d P ORZHU WKDQ DW

6 XPPDU\ RI PRYHPHQWY LQ ORDQV WR FXVWRPHUV

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

3HUIRUPU®XY SHUIRUPLQJ/RDQV WR
ORDQV ORDQV FXVWRPHUV

/RDQV WR FXVWRPHUYV dp dpP dP
*URVV ORDQV DW -DQXDU\
1HZ OHQGLQJ
5HGHPSWLRQV RI H[LVWLQJ ORDQV
3RUWIROLR GLVSRVDOV
"ULWH RIIV DQG UHVWUXFWXUHYV 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 GLIITHUV IURPQRRWHHSUHVHQWDWLRQ RI PRYHPHQ\

1HZ OHQGLQJ LQFOXGHVY QHZ GUDZGRZQV RQ 5HYROYLQJ &UHGLW )DFLOLWLHV
5HGHPSWLRQV RI H[ILVWLQJ ORDQV LQFOXGHV UHSD\PHQWYV RQ 5HYROYLQJ &UHGLW )DFLOL
FUHGLWHG RQ ORDQV

,Q QRWKI WKH QHW PRYHPHQW RQ 5HYROYLQJ &UHGLW )DFLOLWLHY DUH LQFOXGHG LQ 5HGF
QHZ ORDQV WRS XSV bDQG UHSD\PHQWV DQG LQWHUHVW FUHGLWHG LV VKRZQ DV D VHSDUD
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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\ OLDELOLWLHV

2WKHU OLDELOLWLHYV

7TRWDO OLDELOLWLHYV

6KDUHKROGHUVxXx HTXLW\
7TRWDO OLDELOLWLHY DQG HTXLW\

/IRDQ WR GHSRVLW UDWLR

7RWDO FXVWRPHU EDODQFHY GEFUHDYWEGRPUQDQWO\ ZLW KK B H KWK BI\DW LF FR X Q k
DFFRXQWY UHIOHFWY WKH VWUDWHJILF H[LW IURP WK H ®% UG-IQPDSHNMHIL Q O D F WD FEF
WR WKH ULVH LQ LQIODWLRQ DQG KLJKHU FRVW RI OLYLQJ

7KH GHFUHDVH LQ VKDUHKR®GWRERVd HZRLWU RMHBMDBWR PDPRMNWPHQWY LQ FDVK I
GHULYDWLYHV GXH WR PDWHULDO PRYHPHQWYV LQ LQWHUHVW UDWHY DQG D UH
SDUWLDORRSBRMMWWDIWHU WD[DWLRQ UHFRUGHG LQ RI'd P 6HH QRWH IRU IX

&DSLWDO PDQDJHPHQW DQG OLTXLGLW\

&ISLWDO

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

IURP ZKLFK WKH 35% VHWV LQGLYLGXDO PLQLPXP FDSLWDO UDWLRV IRU ED
UHTXLUHPHQWY $,% 8. *URXS KDV DQ DJUHHG 3LOODU DQG 3LOODU D UHTXLUH!
LQ $,% 8. *URXS FXUUHQWO\ UHSRUW FDSLWDO RQ D WUDQVLWLRQDO EDVLV ¢

7UDQVLWLR®PDMO\ ORDGHG
&DSLWDO dp dp
&(7 DW 'HFHPEHU
ORYHPHQWYV
S5HVHUYHV
,)56 WUDQVLWLRQDO DGMXVWPHQW o)
"HIHUUHG WD]J
,QWDQJLEOH DVVHWYV
&(7 DW 'HFHPEHU

&DSLWDO UDWLR DW 'HFHPEHU

7UDQVLWLR®POMO\ ORDGHG
5LVN ZHLJKWHG DVVHWYV dpP dpP
$W 'HFHPEHU
&UHGLW ULVN
2SHUDWLRQDO ULVN
&9%
$W 'HFHPEHU
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5HIXODWRU\ FKDQJHYV

&29,' UHOLHI
$ VXLWH RI PHDVXUHYV ZDV LQWURGXFHG WR VXSSRUW WKH ILQDQFLDO VHFWRU (
UHGXFWLRQ LQ WKH &RXQWHUF\FOLFDO &DSLWDO % XIIHU WR JHUR LQWOQORGXFH(

"HFHPEHU UHWXUQHG 2BMXHU WVFRSLWDO PHDVXUHV LQFOXGH DPHQGPHQWV WR

UHVSHFW RI &29," UHODWHG ORVAK&2 VLQMUDRVEWLRQUDDPS&DWHGXFHG IURP
GXULQJ

6RIWZDUH

,Q DFFRUGDQF&RPIPULK WMHRMHIDWHG 5HIXODWLRQ (8 WKH GHGXFWLRQ IRU

IURP FDSLWDO ZDV UHGXFHG DQG UHSODFHG ZLWK D ULVN ZHLJKWLQJ LQ LQ

UHYRNHG WKLV (XURSHDQ 8QLRQ (8 UHJXODWLRQ DQG VR IRU 8. ILUPV DOO L

FDSLWDO DV WKH\ ZHUH SUH 7KLV KDV EHHQ UHIOHFWHG IURP -DQXDU\

/JHYHUDJH 5DWLR

(IIHFWLYH IURP -DQXDU\ WKH )LQDQFLDO 3ROLF\ &RPPLWWHH DQG WKH 35%

IUDPHZRUN 7KHVH FKDQJHV LQYROYHG D QHZ GHILQLWLRQ RI OHYHUDJH WRWDO
DQG GLVFORVXUH UHTXLUHPHQWY 7KHVH UXOHV ZHUH VHW RXW LQ IXOO LQ 35:
PHDVXUH H[FOXGHV FODLPV RQ FHQWUDO EDQNV DQG DOO %RXQFH %DFN /RDQV

UDWLR IURP LQ '"HFHPEHU WR LQ ODUFK

1HW 6WDEOH )XQGLQJ 5DWLR

JROORZLQJ WKH 8. LPSOHPHQWDWLRQ RI &55 ,, &5'" 9 WKH 16)5 EHFDPH D ELQ(
-DQXDU\ 7KH 1HW 6WDEOH )XQGLQJ 5DWLR 16)5 LV D UHJXODWRU\ PHDVX
HQRXJK VWDEOH IXQGLQJ WR VXSSRUW WKHLU ORQJ WHUP DVVHWY DQG DFWLYL!
UDWLR ZLWK D PLQLPXP UHTXLUHPHQW RI JROORZLQJ LWV LPSOHPHQWDWLR

UHSRUWLQJ XQGHU WKH QHZ &55 ,, 16)5 UXOHY DQG DUH FRPSOLDQW ZLWK LWV U|

7TUDQVLWLRQDO DQG IXOO\ ORDGHG UDWLR
$,% 8. *URXS FXUUHQWO\ UHSRUW FDSLWDO RQ D WUDQVLWLRQDO EDVLV WDNLQ.
LPSDFW5®I (&/ DFFRXQWLQJ ZKLFK UHGXFHV RQ D SKDVHG EDVLV E\

7TUDQVLWLRQDO &(7 RI LQFUHDVHG LQ WKH \HDU SULPDULO\ GXH WR D GHEF
FXVWRPHU H[SRVXUHVY DV D UHVXOW RI WKH VDOH RI *% 60( ORDQV DQG WKH VDO
OHQGLQJ LQ VHFWRUWKHLPGPHWMEBLQ PDUNHW FRQGLWLRQV

7KH UHPRYDO RI WUDQVLWLRQDO DUUDQJHPHQWY IURP FDSLWDO DQG 5:$ UHGXFH
WR D IXOO\ ORDGHG FDSLWDO UDWLR RI

ILTXLGLW\

$,% 8. *URXS FRQWLQXHV WR KDYH D VWURQJ IXQGLQJ SRVLWLRQ 7KH ORDQ WF
5HIXODWRU\ OLTXLGLW\ UHTXLUHPHQWY ZHUH PHW DW DOO WLPHV WKUR

$ 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
16)5 7KH /&5 DQG 16)5 PLQLPXP UHJXODWRU\ OLPLWY DUH V&HW BW*URXS$¥VD\ES5
ZDV DQG 16)5 zDV ERWK RI ZKLE&HDPAHY W IRIQWIKHF DRQWWOR
UHTXLUHPHQW

W

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

ODUFK
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SOWHUQDWLYH SHUIRUPDQFH F

$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 LOWHUHYYWHHDIU)LQWHUHVW HDUQLQJ DVVHWYV LQFOXGHV ORCQV DQG L
DVVHWYV DUH EDVHG RQ PRQWK HQG EDODQFHV IRU DOO FDWHJIRULHV
UHFHLYDEOHV ZKLFK DUH EDVHG RQ GDLO\ DYHUDJHV

$YHUDJH UDWH ,QWHUHVW DQG VLPLODU LQFRPH GLYLGHG E\ DYHUDJH LQWHUF
$YHUDJH LOWHUHYYWHEBDHW L@QWHUHVW EHDULQJ OLDELOLWLHY LQFOXGHFV GHSRV
OLDELOLWLHYV LQWHUFRPSDQ\ EDODQFHYV $YHUDJHV DUH EDVHG RQ PRQWK H!

ZLWK WKH H[FHSWLRQ RI FXVWRPHU DFFRXQWY ZKLFK DUH EDYV
$YHUDJH FRVW RI, QWQHSWHVW H[SHQVH DQG VLPLODU FKDUJHV GLYLGHG =\ DYHUD.

$GMXVWPHQWY 7KHVH DUH LWHPV WKDW PDQDJHPHQW EHOLHYH GXH WR WK
FRPSDUDELOLW\ RI SHUIRUPDQFH IURP SHULRG WR SHULRG
O 3URILW ORVV RQ VDOH RI ORDQ SRUWIROLR OR3VV IURP
ORVV IURP VDOH Rl QRQ SHUIRUPLQJ ORDQV
3RUWIROLR PLJUDWLRQ LQFRPH IHHV VHUYLFH IHH LQF
DFTXLUHU RI *% 60( SRUWIROLR SRVW GHUHFRJQLWLRQ
9ROXQWDU\ VHYHUDQFH WKH FRVWY UHODWLQJ WR HPSC
SDUW RI WDUJHWHG UHVWUXFWXUHV 7KHVH YROXQWD!
VSHFLILF DQG SDUWLFXODU WR WKH LQGLYLGXDOV FRQFH
SHVWUXFWXULQJ SURYLVLRQ SURIHVVLRQDO IHHV DQ
DVVRFLDWHG ZLWK WKH VWUDWHJ\ LPSOHPHQWDWLRQ DQ
,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW
SURSHUWLHV RQ UHFODVVLILFDWLRQ WR +HOG IRU 6DO]
DVVHWYV DQG RQ IL[WXUHV ILWWLQJV ZLWKLQ SURSHUWI
DV SDUW Rl WKH VWUDWHJ\ LPSOHPHQWDWLRQ
O &XVWRPHU UHGUHVV PRYHPHQWYV LQ SURYLVLRQV KHOC
UHVWLWXWLRQV 7KH FRVWV RI FXVWRPHU UHVV/LWXWLR
LWHPV DV WKH\ RFFXU DV WKH\ DUH QRW FRPSDUDEOH W
RSHUDWLRQDO LQ SUHFHGLQJ ILQDQFLDO SHULRGYV
O 3RUWIROLR PLJUDWLRQ FRVWV SURIHVVLRQD®O IHHV I
DVVRFLDWHG ZLWK VXSSRUWLQJ WKH PLJUDW_RQ RI $
GHUHFRJQLWLRQ Rl 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 GHSRVLWRDDQWLIRQG UHFHLYDEOHV WR FXVWRPHUV GLYLGHG E\ FXVWRPF
&RYHUDJH UDWLR'UDZQ FUHGLW SURYLVLRQV GLYLGHG E\ GUDZQ WRWDO ORDQV

1RQ SHUIRUPLQJ BQRSRMKXU)}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 IXO0 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 RIT  PRQWKV EHIRUH PRYLQJ WR D SHUIRU

1RQ SHUIRUPLQJ URPR®/ISHUIRUPLQJ ORDQV GLYLGHG E\ WRWDO JURVV OFDQV

O

O

O

O
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2XWWUDWHJ\

‘H DWHZR \HDURXIUQWR VWUEZBRWHKI ZDV GHVLIJQHG WR VLPSOLI\ VWUHQJWKHQ DQ
WKH LQWHUHVW RI DOO RXU VWDNHKROGHUV 3UHSDUDWRU\ ZRUN LV XQGHUZD\ IF

2XU SXUSRVH WR EDFN RXU FXVWRPHUV WR DFKLHYH WKHLU GUHDPV DQG DPELYV
WKH YDOXHVY DQG EHKDYLRXUV ZH DOO EHOLHYH LQ

:KHWKHU LW LV DGDSWLQJ WR D JUHHQHU ZD\ Rl OLYLQJ SODQQLQJ IRU WKH IXW
GD\ OLIH RXU DPELWLRQ DV D *URXS LV WR EH DW WKH KHDUW RI RXU FXVWRPHU!

‘H DLP WR EH D VXVWDLQDEOH FDSLWDO JHQHUDWLYH DQG HIILFLHQW EXVLQHVYV
RXU SHRSOH RXU VKDUHKROGHUYVY DQG RXU VWDNHKROGHUV 2XU EXVLQHVV VWU
WR VXVWDLQ FRPSHWLWLYHQHVY ZKLOH GHOLYHULQJ DWWUDFWLYH UHWXUQV

2XU ILYH VWUDWHJILF SLOODUV GHWHUPLQH RXU DUHDV RI IRFXV (DFK RI WKHYV
ZKLFK ZH UXQ RXU EXVLQHVV DQG PHDVXUH RXU SURJUHVYV
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3LOODU OHDVXUH '"HVFULSWLRQ
$ PHDVXUH RI VDWLVIDFWLRQ

EXVWRPHU ILUVW SVHUDOO 136 < 'RXU FXVWRPHU MRXUQH\V DV
PRPHQWYV RI WUXWK IRU RXU
UHODQG FXVWRPHU EDVH

‘H SXW RXU FXVWRPHUY DW WKH KHDIUW RI RXLlI R1]1 QI VDWI RQ

>
SURYLGLQJ IRU WKH IXO0O UDQJH RI WKHLU ILQDQFLDO QH
FRQYHQLHQWO\ DQG UHVSRQVLEO \ &RPXVHDW 8 MK\Q B I FRPSODLQWY UHFFE
SHUVRQDOLVH RXU SURGXFW DQG VHKUWLRI® RUWULQHHU FXVWRPHUV

GV
R

:
+

6LPSOH DQG HIILFLHQWsuypwirano I2LLUNR! WEH QXEEHURLE
SURGXFWLYLW)\ GUDZGRZINMR X OH

2XU RUJDQLVDWLRQ WHFKQRORJ\ DQG SDUWQHULQUX¥RWN WA XLYV G

GULYH HIILFLHQF\ LQ RXU EDFN PLGGOH DQG IURQW RIILFH

RSHUDWLRQV :H IRVWHU D FXOWXUH RI FRVW DZDUHQHVV DQG

DFFRXQWDELOLW\ VLPSOLI\LQJ RXBBWVWRFHYVRY I QULDMEFRDO EHQFKPDUN RI HII

ZRUNLQJ

SLVN DQG FDSLWDO  sivu scuxvun d pERIs, susiuoci oy
RQ &DSLWDO  pbeMXVWHG ILQDQFLDO SHUIR

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

FDSLWDO HIILFLHQWO\ WKURXJK Hli F%&H (EJ{F%\%P P-R Iglég
L Q) v, X U Rl WKH FUHGLW T2
GHYHORSPHQW HYROYHG ULVN SLlH%ﬁg @ U 6 Y \%I_I!?@'(ﬁHVWRFN

EXVLQHVY PRGHO FKRLFHV

/DOHQW DQG FXOWXUH
*HQGHU EDODQFHHPDOHV LQ PDQDJHPHQW U

‘H HQVXUH WKDW ZH KDYH WKH ULJKW WDOHQW VNLOOV DQG

FDSDELOLW\ ZLWKLQ WKH RUJDQLVDWLRQ WR IXOILOO RXU SXUSRVH
DQG H[HFXWH RXU VWUDWHJ\ :H HQDEOH WDOHQW

HITHEWLYHQHVV WKURXJK D GLYHUVEJDQE B & ROKVLYRIEXk %}{%HHszxvva\ WR PH
WKDW LV EXLOW RQ DFFRXQWDELOLW\ FROODERUDWLRQ DQG WUXV

6XVWDLQDEOH FRPPXQLWLHYV

:H SOD\ D OHDGHUVKLS UROH LQ FUHDWLQJ LOQRYDWRY®QHZ OHQGLQJ VXSSRUWL(
SURSRVLWLRQV DQG SDUWQHUVKL§\VJ|W|'F|{Q<Q¢‘|§ @(@C%W%WL\RQ WR D ORZ F
WUDQVLWLRQ WR ORZ FDUERQ HFRQRPLHV :H PDNH B P

PHDQLQJIXO FRQWULEXWLRQ WR WKH VXVWDLQDELOLW\ RI WKH

VRFLHWLHV LQ ZKLFK ZH RSHUDWH
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6WUDWHJ\

7KH VWUDWHJI\ LV XQGHUSLQQHG E\ ILYH NH\ VWUDWHJLF LQLWLDWLYHV WF

6WUDWHJILF LQLWLDWLYH DFKLHYHPHQWYV DQG EH\RQG

PSOHWH KH PLJI &RPSOHWH WKH SKDVHG FORVX
5HVKDSLQJ RXU Eg(&/gdgv\fvy::soow[WUDQVDFWLRQDO EDQNLQJ VHU
60( FXVWRPHUV DQG FRPSOHWH
VWDUWHG WKH SKDVH 7, wkGUDZDO IURP WKF 60( *% F
WUDQVDFWLRQDO EDCPDNLQJ VXUH WR WUHDW WKHVI
OHOLYHUHG D UREXVW IDLUO\
SURJUDPPH WR VXSSF
FXVWRPHUV WR ILQG
UHODWLRQVKLSV DQG
WKH SURFHVV

OBXSSRUWHG RXU FXVW&RREWY QXKIGRMRIKXY RQ IXU FRU!
&CGRUSRUDWH JURZWIK RI QHZ OHQGLQJ VHFWRUV QDPHO\ (QHUJ\

O7UDQVLWLRQHG WR D Q BJ \\9( g\'fv 6$ED5'\3V>§<VFLDQUJH &R
PRGHO GHVLJQHG WR o % 1 sy T
FXVWRPHU HQJIDJHPHQOW S YV WULHY ZKLOVW VXSSRUW
*RVSLWDOLW\ /HLVXUH FXVWR

UHFRYHU SRVW SDQGHPLF

O6WUHDPOLQHG WKH E %XLOG DQ DOO LVODQG $,% EUL
SHWDLO DQG 1, HQVXUH D VXVWDLQDIOHYHUDJLQJ 3DUHQW *URXS FD.

RSHUDWLRQ

O&UHDWHG VWURQJ SD
GHOLYHU RQJRLQJ ED
IRU RXU FXVWRPHUV I
FRPPXQLWLHYV

(o) HUPWLQJ) PRGF@RBYLBAHQWR VWUHDPOLQH DQ
EWUHDPOLQLQJ R&IHWINSBERIE Y bocvipenayteno RXU RSHUDWLQ)
PRGHO FXVWRPHU MRXUQH\V WRYKNHKPD[LPXP HIILFLHQF\ DQ

HIILFLHQF\ DQG FROODFPRYHRWHRQFXVWRPHU MRXUQH\\
H[SHULHQFH

O,QFUHDVHG IREFXV RQ RQHIRQQQ@QHHEPSKDVLY RQ FOLPDW!|

6XVWDLQDELOLW\oHoGLQJ HQYLURQPHQW HFRQRPLF VRF
O5HGXFHG VFRSH HERYPXRGRQ DQRG IXWXUH SURRIL
EXVLQHVV
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6 XVWB WD D

6XVWDLQDEOH FRPPXQLWLHV

6XVWDLQDEOH FRPPXQLWLHV LV D VWUDWHJLF SLOODU Rl ERWK WKH 3DUHQW *I
HQVXUH D JUHHQHU WRPRUURZ E\ EDFNLQJ WKRVH EXLOGLQJ LW WRGD\ :LWKLQ
HQYLURQPHQW HFRQRPLF DQG VRFLDO LQFOXVLRQ DQG IXWXUH SURRI EXVLQHV)\

7KH 3DUHQW *URXSxV RYHUDUFKLQJ WDUJHWV ZKLFK $,% 8. FRQWULEXWHV WR Wi
&OLPDWH HQYLURQPHQW

o) EQ LQ QHZ FOLPDWH DQG HQYLURQPHQWDO OHQGLQJ E\

O 1HW =HUR LQ RXU RZQ RSHUDWLRQV E\

o) RI QHZ OHQGLQJ WR EH JUHHQ LQFOXGLQJ WUDQVLWLRQ E\

O 1HW =HUR HPLVVLRQV IURP FXVWRPHU OHQGLQJ SRUWIROLR H[FOXGLQJ DJULF
O 1HW =HUR HPLVVLRQV IURP FXVWRPHU OHQGLQJ SRUWIROLR LQFOXGLQJ DJULF

(FRQRPLF VRFLDO LQFOXVLRQ

o) PLQ ILQDQFH IRU VRFLDO KRXVLQJ E\
O 2QJRLQJ IRFXV RQ $,% LQ RXU FRPPXQLW\

)XWXUH SURRI EXVLQHVYV

o) 7UDQVDFWLRQDO 1HW 3URPRWHU 6FRUH E\
O ! P GLJLWDOO\ DFWLYH FXVWRPHUV E\
O 2QJRLQJ JHQGH W WDWRMFGHUVKLS EDIPOO 0DQDJHPHQW OHYHOV

7R HQVXUH $,% 8. LV FRQWULEXWLQJ WRZDUGY DQG SURJUHVVLQJ DJDLQVW WK
UHPDLQV D FRUH FRQVLGHUDWLRQ LQ HYHU\WWKLQJ ZH GR RYHUVLJKW RI FOLPD
S3DUHQW *URXS %RDUG OHYHO DQG WKH $,% 8. %RDUG PDLQWDLQV RYHUVLJKW R
DV LW UHODWHYV WR $,% 8.

6HQLRU ODQDJHU 5HJLPH DFFRXQWDELOLW\ VLWV ZLWK WKH 8. +HDG Rl &XVWRP
UHSRUWLQJ WR WKH 8. 0ODQDJLQJ 'LUHFWRU

5HJXODU WUDLQLQJ RQ (6* PDWWHUV LV SURYLGHG WR WKH 8. %RDUG /HDGHUVK!
PRGXOHV LQFOXGH 6XVWDLQDELOLW\ (QHUJ\ (QYLURQPHQWDO $ZDUHQHV
6 XVWDLQDELOLW\ REMHFWLYHYV DUH UHTXLUHG IRU DOO FROOHDJXHYV

7KH IROORZLQJ SDJHV FRQWDLQ D VXPPDU\ RI SURJUHVV WR GDWH IRU $,% 8.
6XVWDLQDELODW\SHMHEWRWRRW $,% *URXS SOF V SHUIRUPDQFH PDQDJHPHQW $VSLUH S|

&OLPDWH HQYLURQPHQW

ODQEDJLQJ FOLPDWH FKDQJH LV WKH PRVW LPSRUWDQW FKDOOHQJH IDFLQJ WKLV
WUDQVLWLRQ WR D ORZ FDUERQ HFRQRP\ LV SLYRWDO 'HFLVLYH DFWLRQ RQ FOL
WKH 3DULV $JUHHPHQW $,% 8. FDQ VXSSRUW WKH WUDQVLWLRQ WR D ORZ FDUE!
FDUERQ HPLVVLRQV LQ RXU RZQ RSHUDWLRQV DQG E\ SURYLGLQJ SURGXFWV DQ
WKHLU RZQ FDUERQ IRRWSULQW

7R UHGXFH WKH HQHUJ\ FRQVXPSWLRQ RI RXU 8. SURSHUW\ SRUWIROLR ZH KDYH
LQFUHDVH RXU HQHUJ\ HIILFLHQF\ LQ RXU RSHUDWLRQV EDVHG RQ ,62

7KH $,% 8. ILOQDQFLDO SODQ LQFOXGHV HPLVVLRQV UHGXFWLRQ WDUJHW!'
SURJUHVV WR UHGXFLQJ FDUERQ LQWHQVLW\ RYHU WKH VKRUW PHGLXP DQG ORQ

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

7KH *HQGHU (TXDOLW\ *OREDO 5HSRUW DQG 5DQNLQJ O (GLWLRQ HTXDWHV UJHQGHU EI
KWWSV DLE LH VXVWDLQDELOLW\ GHWDLOHG VXVWDLQDELOLW\ UHSRUW IRU
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‘H UHFRJQLVH WKDW FOLPDWH FKDQJH ULVN FRQWLQXHV WR HYROYH UDSLGO\ DQ
ZLWK 35% 66 UHTXLUHPHQWY FOLPDWH UHODWHG ILQDQFLDO ULVNV DUH LQ\
IUDPHZRUNYV

*RYHUQDQFH DQG PDQDJHPHQW RI FOLPDWH ULVN

7KH 3DUHQW *URXS KDV XQGHUWDNHQ VFHQDULR DQDO\VLY DQG SDUWLFLSDWHYV
JRUFH RQ &OLPDWH UHODWHG )LQDQFLDO 'LVFORVXUHYV 7&)' 7R YLHZ WKH
UHFRPPHQGDWLRQV SOHDVH UHIHU WR WKH 6XVWDLQDELOLW\ 5HSRUW >KWW:
IRU @

*UHHQ OHQGLQJ

$V SDUW RI WKH %DQNxV VXVWDLQDELOLW\ VWUDWHJI\ JUHHQ DQG WUDQVLWLRQ
E\

7KH $,% 6XVWDLQDEOH /HQWLR JF PODPAHIRAINLRQ DQG PHDVXUHPHQW WRRO IRU Q
SURYLGH WUDQVSDUHQF\ RQ WKH W\SHV RI DEFEWLYLWLHV ZH ZRXOG FRQVLGHU WR
DOLJQV ZLWK RXU UHJXODWRU\ REOLJDWLRQV WR XQGHUVWDQG WKH LPSDFW RI
KDV D *UHHQ %RQG )UDPHZRUN XQGHU ZKLFK LW RU DQ\ Rl LWV VXEVLGLDULHV F
RU UHILQDQFH JUHHQ HOLJLEOH ORDQV ZLWK D SRVLWLYH HQYLURQPHQWDO EHQ}

,Q RI $,% 8. V WRWDO QHZ OHQGLQJ ZDWFBRMNQ WHIR HRUPRD & JDHHPRUW JID JH
2XU FDUERQ HPLVVLRQV
8QGHU 6, WKH 6WUHDPOLQHG (QHUJ\ &DUERQ 5HSRUWLQJ 6(&5 UHJX

FRQVXPSWLRQ DQG UHODWHG FDUERQ HPLVVLRQV ZKLFK UHVXOW GLUHFWO\ IUR
UHTXLUHPHQWY RI 7KH /DUJH OHGLXP 6L]HG &RPSDQLHV DQG *URXSV S$FFRXQWYV

7KH HQHUJ\ FDUERQ HPLVVLRQV GDWD VHW RXW EHORZ LV UHODWHG WR WKH
UHSRUWLQJ WKLY GDWD ZH KDYH IROORZHG WKH 8. *RYHUQPHQW (QYLURQPHQW!|
BURWRFRO &RUSRUDWH $FFRXQWLQJ DQG 5HSRUWLQJ 6WDQGDUG UHYLVHG HGLW
*+* 8RQYHUVLRQ )DFWRUV IRU &RPSDQ\ 5HSRUWLQJ :H KDYH DGRSWHG WKH R
ERXQGDULHV WR GHILQH RXU UHSRUWLQJ ERXQGDU\ 7KH\ LQFOXGH DOO ORFDWLF

'XULQJ $,% LPSOHPHQWHG D K\EULG ZRUNLQJ SROLF\ ZKLFK JRYHUQV ZRUNL(
DFURVYVY $,% 8. FDQ EH DWWULEXWHG WR UHGXFHG RSHUDWLRQDO FDSDFLW\ ZL
UHGXFWLRQ WR WKH (VWDWH SRUWIROLR KDYH VHHQ RYHU N:K RI HQHUJ\ U

2XU &HPLVVLRQV -DQXDU\ WR 'HFHPEHU

/IRFDWLRQ EDVHG FDUERQ HPLVVLRQV

7TRWDMH W &2 7%&

7RWDO 6FREMHMWXUDO JDV KHDWLQJ RLO FDU IXHO
7RWDO 6FR®UFKDVHG HOHFWULFLW\

7RWDO 6FRBHQWDO FDU VWDII EXVLQMV\WVRYBU WUDYHO
2XW RI 6FRISJMHHQ JDV IURP ELRPDVYV o}

ODUNHW EDVHG FDUERQ HPLVVLRQV
7TRWDMHW&?2
7RWDO 6FR®®UFKDVHG HOHFWULFLW\ ) ) ) 6]

,QWHQVLW\ UDWLR

$YHUDJH IXOO WLPH HTXLYDOHQW )7(
7TRWDM &HU )7( /RFDWLRQ EDVHG VHH QRWH
6FRSH SHU )7( /RFDWLRQ EDVHG

(QHUJ\ FRQVXPSWLRQ N:K

1RWHYV
7KH FDUERQ UHSRUWLQJ \HDU IRU RXU *+* HPLVVLRQV LV -DQXDU\ WR '"HFHPEHU ,Q
UHSRUWLQJ ZLWK RXU ILQDQFLDO UHSRUWLQJ 2XU 6FRSH HPLVVLRQV IRU DUH 7¢
\HDU LQ DUUHDUV $,% *URXS IXOO *+* LQYHQWRU\ ZLOO EH GLVFORVHG LQ RXU &'3

DQG GHWDLOV RI RXU DSSURDFK WR DVVXUDQFH RYHU WKH GDWD FDQ EH IRXQG KHUH K

7KH PHWKRGRORJ\ LV LQ OLQH ZLWK WKH *+* 3URWRFRO $ &RUSRUDWH $FFRXQWLQJ DQC
5HSRUWLQJ *XLGHOLQHVY :H KDYH DGRSWHG WKH RSHUDWLRQDO FRQWURO DSSURDFK RC

KWWSV DLE LH FRQWHQW GDP IURQWGRRU SHUVRQDO VXVWDLQDELOLW\ DLE VXVWDLQDEC

*UHHQ PRUWJDJHV DUH RIITHUHG WR QHZ H[LVWLQJ PRUWJDJH ERUURZHUV EX\LQJ D SULI
5DWLQJ (3& RI $ RU %
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$,% DUH UHVSRQVLEOH IRU WKH XWLOLW\ FRVWV (VWLPDWLRQV KDYH EHHQ LQFOXGHG :
JLIXUHV DUH URXQGHG

'LUHFW 6FRSH LQFOXGH $,% 8. IXHOV FRPEXVWLRQ %LRPDVV &+ DQG 1 2 IOHHW DQ
DVVRFLDWHG ELRPDVV XVDJH LV UHSRUWHG VHSDUDWHO\ IURP WKLV VFRSH 6LQFH :
ZHUH QR ELRPDVYV HPLVVLRQV LQ GXH WR FKDQJHV LQ WKH $,% 8. BURSHUW\ 3RUWIRC

,QGLUHFW 6FRSH LQFOXGHYV FRQVXPSWLRQ RI DOO $,% 8. SXUFKDVHG HOHFWULFLW\

6FRSH FRYHUV LQGLUHFW $,% 8. HPLVVLRQV IURP WKH IROORZLQJ FDWHJRULHV 3XUFK
JHQHUDWHG LQ RSHUDWLRQV %XVLQHVV 7UDYHO (PSOR\HH FRPPXWLQJ DQG )XHO DQG |

2XW Rl 6FRSH ELRJHQLF HPLVVLRQV &2 (PLVVLRQV IURP ELRPDVV FRPEXVWLRQ JUHH(

,(QWHQVLW\ UDWLR FDOFXODWLRQV KDYH EHHQ FDOFXODWHG XVLQJ )XOO 7LPH (PSOR\HH
DYHUDJH

(QHUJ\ FRQVXPSWLRQ GDWD LV FDSWXUHG WKURXJK XWLOLW\ ELOOLQJ PHWHU UHDGV R
FRQVXPSWLRQ JDV FRPEXVWLRQ KHDWLQJ IXHO FRPEXVWLRQ DQG WUDQVSRUW 1RWH \
SHUVRQDO KLUH FDUV IRU EXVLQHVV XVH :H ZLOO UH VWDWH WKLV ILJXUH ZKHQ WKLV C

$,% 8. WRWDO &2 HPLVVLRQV DUH QRW \HW DYDLODEOH DV 6FRSH HPLVVLRQV DUH
ILIJXUH LQ IXWXUH UHSRUWLQJ

ILJXUHV KDYH EHHQ XSGDWHG DV SHU ODVW UH VWDWHPHQW LVVXHG LQ 7KLV H|
*+* 3BURWRFRO JXLGDQFH DQG DOORZHG WKH LQFRUSRUDWLRQ RI PRQWKYV RI DFWXDO ¢

(FRQRPLF VRFLDO LQFOXVLROQ

$,% HQGHDYRXUV WR DFKLHYH D IDLUHU VRFLHW\ WKDW LV VRFLDOO\ DQG HFR
LQFOXGH WKH IROORZLQJ

O : HFRQWLQXHG WR VXSSRUW RXU 60( FXVWRPHUV ZLWK IRXU %ULWLVK %XVLQH\

O :H VXSBRUMWFHVV WR DIIRUGDEOH KRPHV WKURXJKHWHJ QRDRG/L (RIUR RSV BWLR D W
*URXS 6RFLDO %RQG ,VVXDQFH

O 2XU FROOHDJIJXHXRSUHOWROXQWHHULQJ WKURXJK WKHLU HQWLWOHPHQW WR WL

O :H GRQDWHG d WR FKDULWLHV RI RXU FXVWRPHUV DQG HPSOR\HHV FKF
FROOHDJXH IXQGUDLVLQJ LQLWLDWLYHY DQG HPSOR\HH PDWFKHG IXQGLQJ

O :H LPSOHPHQWHG RXU QHZ &XVWRPHU 9XOQHUDELOLW\ *XLGHOLQHV WR VXSSR
LQ QHHG RI DGGLWLRQDO FDUH VXSSRUW RU SURWHFWLRQ

O 7UDLQLQJ ZDV KHOG LQ SDUWQHUVKLS ZLWK FKDULWLHV VXFK DV $O]KHLPHU V
WR XSVNLOO FXVWRPHU IDFLQJ FROOHDJXHV WR H[WHQG EUHDGWK RI VXSSRUYV

O 'HOLYHUHG WKH 6XFFHVVIXO 6XVWDLQDELOLW\ ZLWK $,% SURJUDPPH LQ SDU
&RPPHUFH DQG ,QGXVWU\ WR EXVLQHVVY HPSOR\HHV IURP DFURVV 1RUWKHU
SURIHVVLRQDO GHYHORSPHQW KRXUV RQ WRSLFV DFURVV VXVWDLQDEOH EXVL(

)XWXUH SURRI EXVLQHVYV

2XU IXWXUH VXVWDLQDELOLW\ GHSHQGYV 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 EXVLQHVYV

0 Rl FROOHDJXHV LQ PDGMIHRHQW VW ROGIRWEVRI D WRWDO RI DHASGRTHHHEDQGYV

O :H FRQWLQXH WR HQJDJH DQG DGDSW WR FKDQJLQJ PDUNHW FRQGLWLRQV W
WKURXJK RXU (PSOR\HH 9DOXH 3URSRVLWLRQ

O )ROORZLQJ WKH LVVXH RI WKH )&$ &RQVXPHU 'XW\ ILQDO JXLGDQFH LQ -XO\ Z|
3URJUDPPH WR HQVXUH WKH KLJK VWDQGDUGV H[SHFWHG E\ WKH )&$ DUH UHIC
DQG VHUYLFHV RXU FRPPXQLFDWLRQV DQG VXSSRUW PRGHOV DQG DUH HPEHC

O ,Q UHJDUGV WRIAKGERBRPN RXU 1HW 3URPRWHU 6FRUH IRU ZDV
SUHYLRXV \HDUV DQG ZRUN LV RQJRLQJ WR LPSURYH WKH FXVWRPHU H[SHULHQ

O $V SDUW RI RXU OHDQ FRQWLQXRXV LPSURYHPHQW ZRUN 'RFX6LJQ GLJLWDO
FXVWRPHU FRPPXQLFDWRR® SWRMN-HHXVM\RPHU H[SHULHQFH VKRUWHQ SURFHVVL
XVDJH

O ,Q DQ LQFUHDVLQJO\ GLJLWDOLVHG ZRUOG ZH DUH IRFXVHG RQ NHHSLQJ RXU
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1RQ ILQDQFUDODL QD ERORBW LR
VWDWHPHQW

,Q%,% 8. SROLFRHWIGOIGLQ SODFH WR HQDEOH XV WR RSHUDWH RXU EXVLQHVV LQ |

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

$00 SROLFLHY OLVWHG EHORZ DUH 3DUHQW *URXS OHYHO SROLFLHV ZKROO\ DSE¢
*URXS V 3ROLF\ *RYHUQDQFH )UDPHZRUN

2XU QRQ ILQDQFLDO DQG HUIRUPDQFH LQGLFDWRUV FDQ EH Il DQG ZLWKLQ UMIS
6XVWDLQDELOLW\ VHFWLRQ

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

(6* DQG VXVWDLQDELOLW\ KDYH EHHQ FRQVLGHUHG 30H ILQG WKH 5LVN BDRWDVHDT
5HSRUW IURP SDJH

3OHDVH UHIHU WR WKH 3DUHQW *URXS V $QQXDO )LQDQFLDO 5HSRUW WR UHYLH
LQYHVWRUUHODWLRQV

(QYLURQPHQWDO PDWWHUV

3ROLFLHYV DQG IUDPHZR'UWN¥WKIWKRQ RI SROLF\ IUDPHAHRWNDQW LQIRUPDWLRQ WR KHOS XQ
JRYHUQ RXU DSSURDFK LPSDFW DQG RXWFRPHV
(QYLURQPHQWDO SROLFAKH SXUSRVH RI RXU (QYLURQPLHDVPDW IS DALG \HIQK MRR QP HQ
(QHUJ\ SROLF\ HQDEOH XV WR FDUU\ RXW RXU EXVLQHVV LQ DQ
HQYLURQPHQWDOO\ UHVSRQVAR®H DBOSURPFEKOWRQADLPDW F
PDQQHU SDJH
a(PLVVLRQV GDWD SDJH
2XU (QHUJ\ SROLF\ HQDEOHV X%, %R FERXY\SRKFW RWKWDLQDEL
EXVLQHVV DV HQHUJ\ HIILFLFQWO\ DV SRVVLEOH
UHGXFH RXU FDUERQ IRRWSULQW DQG WR DFKLHYH
FRQWLQXRXV LPSURYHPHQW LQ HQHUJ\
SHUIRUPDQFH

6XVWDLQDEOH /HQGLQJ7)KHDPHZRHMERUN ZDV GHYHOR SHIR @ RLODRFLO®® DQG VXVWDLQDELOLW
WUDQVSDUHQF\ RQ WKH FULWHUSDJWKDW $,% HPSOR\V LQ
UHSRUWLQJ RQ JUHHQ DQG WEDRYDWLRD' DHFALRY WBHSRUW SDJH
KHOS XV DFKLHYH RXU DPELWARQLWRIW DQRIHHZURQPHQW REMHFV
OHQGLQJ VKRXOG EH JUHHQ RU WUDQVLWLRQ E\
a*UHHQ OHQGLQJ SDJH
4$,% *URXS SOF 6XVWDLQDELOLW\ 5HS
*UHHQ %RQG JUDPHZRL®S,% KDV HYWDEOLVKHG WKLV 3¥DRHQRWNQGQGHU SDJIH
ZKLFK LW RU DQ\ RI LWV VXE VA% LD ULRXSFOQFLYXXWDLQDEL
JUHHQ ERQG LQVWUXPHQWY WR ILQDQFH DQG RU
UHILQDQFH JUHHQ HOLJLEOH ORDQV ZLWK D SRVLWLYH
HQYLURQPHQWDO EHQHILW 7KH )UDPHZRUN DOVR
GHILQHV WKH SRUWIROLR Rl ORDQV HOLJLEOH WR EH
IXQGHG E\ WKH SURFHHGV RI *UHHQ %RQG
,QVWUXPHQWY LVVXHG E\ $,%

.H\ PDWHULDO ULVNV 6WUDWHILF %XVLQHVV ORGHO 2SHUDWLRQDO ORGHO DQG &UHGLW
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(PSOR\HH ODWWHUV

6SHDN XS SROLF\ 6HWV RXW KRZ NH\ VWDNHKRQGHBEWNVXKGK DV  SDJH
FROOHDJXHVY FRQWUDFWRUV DQG VXSSOLHUV FDQ
VDIHO\ DQG FRQILGHQWLDOO\ UDLVH D FRQFHUQ
$QRQ\PLVHG UHSRUWY DUH UHYLHZHG E\ WKH
3DUHQW *URXS %RDUG $XGLW &RPPLWWHH DW OHDVW
RQFH D \HDU DV ZHOO DV WKH 8. %RDUG $XGLW
&RPPLWWHH

+HDOWK DQG 6DIHW\ SRODHIFX SROLF\ VHWV RXW WKH SAOBIRMI®D & WIMNHEK E XYV .
WDNH WR HQVXUH WKH VDIHV/&RHRXWKHD O GRABIHMWV\ 5HSRU
FXVWRPHUV FRQWUDFWRUV ¥BYbBWBRXSDRGFR6XNVWDLQDEL
ZRUNSODFHV DQG GHILQHV DQG FRPPXQLFDWHYV
WKH UROHV DQG UHVSRQVLEILOLWLHV IRU KHDOWK DQG
VDIHW\ WKURXJKRXW $,%

$,% &RGH RI &RQGXFW 2XU &RGH RI &RQGXFW VHWV REWQMREZ FAMVDRIHLQWHUHVW SDJH
H[SHFWHG WR EHKDYH LQ D FR@@BUGRBRGLWNVEHRPPLWWHH SDJH
ZLWK RXU YDOXHV DQG DVNV X¥RGOGRIY&RBRBRPW D G® JH
FROOHFWLYHO\ WR 'R WKH 5LI&Ws KIRXB SWAMD$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 'LYHUVEWPRIRBW $,% WR FUHDWLQJ DR RPHQX\Q PH @MIGIPHQW SD
VXSSRUWLYH RUJDQLVDWLRQ MBKRIPR LGAHRCH.QY\M UWRDJ W QSHHWL B U
H[SHULHQFH IRU FXVWRPHUV SQRM@EHYFBEEKDUWHU SDJ
H[WUDRUGLQDU\ SODFH WR ZRUBOBQ® DG FX®WXUH .3,V
DSSURSULDWH ILQDQFLDO UHWXUQ IRU VKDUHKROGHUYV
DQG WKH HFRQRPLHV LQ ZKL=K LW RSHUDWHY 7DOHQW
DQG &XOWXUH LV RQH RI WKH NH\ VWUDWHJILF EXVLQHVV
SLOODUYV

.H\ PDWHULDO ULVNV 5HJXODWRU\ DQG &RPSOLDQFH 3HRSOH DQG &XOWXUH &ROGXFW DC

6RFLDO PDWWHUYV

$,% 5HVSRQVLEOH 6XSSOHWY BRWHRXU H[SHFWDWLR Q&) MWW EWHRXWRRX EXVILIQBIW V
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 #BURRIWHYN R®HWIW RPHWLRX)
DQG PDQDJHPHQW RI RXU FROGXFWGNEWNYLBR®LPV SDJH
LQFOXGHV RXU DSSURDFK WHR a¥%X ® QKRS 030 F X6X\WRWCH.Q\D E L

6RFLDOO\ 5HVSRQVLEOH K& YSHUBRWVGWR| WKH J)UDPHZRURRQYRWRFIRQG VRFLDO LQF(
%RQG )UDPHZRUN GRPHVWLF DQG LQWHUQDWLR®®,0 SURMS FS/DF B XRM® IDWD E L
JOREDO VXVWDLQDELOLW\ FDUERQ HPLVVLRQ
UHGXFWLRQ DQG VRFLDO LPSURYHPHQW DOO XQGHU
WKH RYHU DUFKLQJ WKHPHV RI (6* ,Q RUGHU WR
HQVXUH ZH PDLQWDLQ D VWURQJ SUHVHQFH LQ WKH
VXVWDLQDEOH ERQG PDUNHW DQG FRQWLQXH WR IXQG
SRVLWLYH LPSDFW SURMHFWYV LW LV RXU FRQWLQXHG
DPELWLRQ WR JURZ WKH 65, 3RUWIROLR WR DW OHDVW
RI $,%xV WRWDO ,QYHVWPHQW 6HFXULWLHV 7R
DIILUP WKLV FRPPLWPHQW WR WKH VXVWDLQDEOH ERQG
PDUNHW ZH GLVFORVH WKH VL]H RI RXU 65,
3RUWIROLR LQ $,%xV 6XVWDLQDELOLW\ 5HSRUWV
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&UHGLW 5LVN )UDPHZRWN) RYHUDUFKLQJ *URXS ZLGH #FIRHG LM) DQ¥NDO DQG VXVWDLQDELOLW
GRFXPHQW WKDW VLWV ZLWKLQ BXHH5LVN ODQDJHPHQW
JUDPHZRUN RI WKH *URXS DQG FHRWQWRRXPVDWEHERFLDO ,QFOXVLRQ S
SULQFLSOHY DQG JRYHUQDQIFHNHGEGL@IHPHWR W S DBHY
WKH LGHQWLILFDWLRQ DVVHAEXHQWQWHDE & UHPHQWQJ ULVNV DQG
PDQDJHPHQW PRQLWRULQJ DQGSWDHSERUWLQJ RI
FUHGLW ULVN ZLWKLQ WKH *UR% R [DUGG5GMN. @R P RRLIWAVBH W SDJH
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 6RFLDO
+RXVLQJ SROLF\ DQG RXU ([FOXGHG $FWLYLWLHYV
/LVWDV ZHOO DV HQYLURQPHQWDO PDWWHUV WKURXJK
RXU 3URMHFW )LQDQFH SROLF\

.H\ PDWHULDO ULVNV 2SHUDWLRQDO &RQGXFW &UHGLW DQG 5HIXODWRU\ DQG &RPSOLDQ

5HVSHFW IRU +XPDQ 5LJKWV

ORGHUQ 60DYHU\ DQG +XPR@QVWUDWHYV RXU FRPPLWPHQWNWR MKRRI EXVLQHVV ¢
7UDIILEFNLQ) 6WDWHPH@VWRWHFWLRQ RI KXPDQ ULJKVWBSHBRWRRY GLUHFWSDJH
RSHUDWLRQV DQG RXU VXSSOA&-FKDPLQWWKWRXIRPPLWPHQV
PHDVXUHVY RXWOLQHV LQ RXU +XPDQ 5LIKWYV
&RPPLWPHQW 6WDWHPHQW LYV XSGDWHG
DQQXDOO\ LQ OLQH ZLWK WKH ORGHUQ 60ODYHU\ $FW
OHJLVODWLRQ

.H\ PDWHULDO ULVNV 5HJXODWRU\ DQG &RPSOLDQFH DQG 3HRSOH DQG &XOWXUH

$QWL FRUUXSWLRQ DQG DQWL EULEHU\ PDWWHUV

JLODQFLDO &ULPH SROLFHNWY RXW DSSURDFK WR HIIHEWRYDH ® I$XNELW &RPPLWWHH
PDQDJHPHQW RI ILQDQFLDO F & %RHD ULGY 5 DG BRPPLWWHH
DQWL EULEHU\ DQG FRUUXSW I35 QQ DIQLF LID@WAURRB FB\UH Y HQ W
ODXQGHULQJ DQG FRXQWHULQJ WKH ILQDQFLQJ RI
WHUURULVP LLL ILQDQFLDO VDQFWLRQV DQG LY IUDXG
7KH 3ROLF\ FRPSOLHV ZLWK DPOO OHJDO DQG
UHJXODWRU\ UHTXLUHPHQWYV 7KH %RDUG 5LVN
&RPPLWWHH UHFHLYH SHULRGLF DQG LQFLGHQW
UHSRUWLQJ IURP WKH +HDG RI )LQDQFLDO &ULPH 8.

&RQIOLFWV RI ,QWHUHVAHWYTRROAW\WKH SUDFWLFHV [ @G WAMVDNRED GEVFORWXIHNG SURFHVY S
WR DYRLG FRQIOLFWV RI LQWH®%RDW D X8 LYIERFPE WRNHH SDJH
PDQDJH WKHVH ZKHUH WKH\ DUH XQDYRLGDEOH
(I 'THFWLYHQHVYV LV PRQLWRUHG WKURXJK WKH 7KUHH
/LQHV RI '"HIHQFH PRGHO

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

7KHVH SROLFLHV DUH SXEOLFO\ DYDLODEOH DW DLE LH VXVWDLQDELOLW\ XQGHU 5HODWHG &RGHV 3R(
7KHVH SROLFLHV 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
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6HFWLRQ VWDWHPHQW

7KH 'LUHFWRUV KDYH DFWHG LQ D ZD\ WKDW WKH\ FRQVLGHUHG LQ JRRG IDLWK
&RPSDQ\ IRU WKH EHQHILW RI LWV PHPEHUV DV D ZKROH DQG LQ GRLQJ VR KDG U
O WKH OLNHO\ FRQVHTXHQFHV RI DQ\ GHFLVLRQ LQ WKH ORQJ WHUP

WKH LQWHUHVWYV RI WKH &RPSDQ\xV SHRSOH

WKH QHHG WR IRVWHU WKH &RPSDQ\xV EXVLQHVV UHODWLRQVKLSV ZLWK VXSSt
WKH LPSDFW RI WKH &RPSDQ\xV RSHUDWLRQV RQ WKH FRPPXQLW\ DQG WKH HQ
WKH GHVLUDELOLW\ Rl WKH &RPSDQ\ PDLQWDLQLQJ D UHSXWDWLRQ IRU KLJK V

O OO0

7KH 'LUHFWRUV KDYH FRQVLGHUHG ZKR WKH VWDNHKROGHUV RI WKH EXVLQHVV I
ZHUH PDWHULDO WR WKH &RPSDQ\ LQ WKH \HDU HQGHG 'HFHPEHU 7KH 'LUH
LOQWHUHVWY RI D ZLGHU VHW RI VWDNHKROGHUV &KBEFQYRGQQVWINH KR GH Us HH@V
FRQGXFWHG DW D 3DUHQW *URXS OHYHO WR HQJDVHI®® DROIAMMWW R VH Q V X3UIDH) HOQWV |
DSSURDFK

6WDNHKROG&GRU +RZ

2XU SXUSRVH LV IWRIEWRNY FDUHIXOO\ PRQLWRUHG WKH FXVWRPHU PLJ
RXU FXVWRPHU VWWKR BRKUNYHR | DQG UHFHLYHG XSGDWHYV DW %RDUC
WKHLU GUHDPV BUGRULWLHY DQG H[SHULHQFHV LQFOXGLQJ WKH SHUIF
DPELWLRQV DCGRXWDFW &HQWUHV GLJLWDO EDQNLQJ VROXV/LRQV DC

2XU &XVWRPHUWLRQ LV WR EH DW WKH
KHDUW RI RXU IFXR/GWRPHUQIXxWKH HDVLQJ RI &29," 'LUHFWRUV UH HQJD
ILQDQFLDO OLYHVXBEERHHWIHXYHQWY DFURVV *% DQG 1, 7KHVH HYHQWYV
WKHLU HYROYLQSURYHGY BWUHFW IHHGEDFN ZKLFK LQ WXUQ KHOSHG L¢
HYHU\ OLIH VWDBNHQWY DOVR DOORZHG WKH 'LUHFWRUV WR UHLWHUD\

VXSSRUW DQG DVVLVW FXVWRPHUV

-RH +LJJLQV 1RQ ([HFXWLYH 'LUHFWRU ZDV D5SRLQWH
&KDPSLRQ $GGLWLRQDOO\ 'LUHFWRUV DJUHHG DQ ,PS(

WR DFKLHYH FRPSOLDQFH ZLWK WKH )&% &F QVXPHU
PRQLWRUHG FORVHO\ E\ WKH %RDUG DV ZRUN SURJUHV

$V DW "HFHPEMWUHFWRUVY KRVWHG D QXPEHU Rl FROOHDJXH HQJDJHPI

$ % 8. HPSC RVHIGCH ORFDWLRQV DW ZKLFK FROOHDJXHV ZHUH HQFR >

SHRSOH DEU WK H SWHWHQFH Rl WKH 8. /HDGHUVKLS 7HDP 7<H IHHGE

%ULWDLO D CWEW RV G ZLWK DQ HQKDQFHG XQGHUVWDQGLQJ DQG

2% U ‘EJUHODQGQ QG gguéﬂz OH EXVLQHVV FKDOOHQJHV DQG VXSSRUW UH
&ROOHDIXHV

'XH WR SUHYLRXV GHFLVLRQV WDNHQ WR GHOLYHU WKFE

Rl UROHV EHFDPH YDFDQW DW WKH VWDUW RI SODF

WKRVH ZKR UHPDLQHG 'LUHFWRUVY KDYH EHHQ FRJQLVI

PDLQWDLQHG RYHUVLJKW Rl ODQDJHPHQWxXxV DEWLRQV '

5HWDLQLQJ WDOHQW KLULQJ WKH ULJKW SHRSOH GHY
VXFFHVVLRQ SLSHOLQH DQG HQVXULQJ WKDW WKH %DQ
(PSOR\HH 9DOXH 3URSRVLWLRQ KDYH DOO EHHQ NH\ FR
WKURXJKRXW 3URJUHVV KDV EHHQ PDGH LD D QXPE
IXUWKHU DFWLYLW\ XQGHUZD\

'LUHFWRUV KDYH FRQWLQXHG WR SURPRWH WKH XVH RI
%XFNODQG 6HQLRU ,QGHSHQGHQW 'LUHFWRU DFWLQJ
*UDKDP %XFNODQG DQG +LODU\ *RUPOH\ 0DQDJLQJ 'LU
PHVVDJH WR DOO FROOHDJXHV RQ WKH LPSRU\WDQFH R

'LUHFWRUV KDYH EHHQ PLQGIXO RI LQFOXVLRGC DQG GL
DSSURYHG WKHLU RZQ 'LYHUVLW\ 3ROLF\ IRU VW/KH \HDU
LQFOXVLRQ DQG GLYHUVLW\ DPRQJ HPSOR\HHV ZLWK +}
([HFXWLYH 'LUHFWRU DFWLQJ DV FKDPSLRQ IRU JHPDO
EORJ IRU ,QWHUQDWLRQDO :RPHQxV :HHN

'LUHFWRUYV KDYH DOVR UHYLHZHG DQG PRQLWRUHG WK
HPSOR\HHYV
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6WDNHKROGRU +RZ

(QJIDIJHPHQW ZLWKUWKWRUYV PDLQWDLQ DFWLYH HQJDJHPHQW ZLWK WKH
SDUHQW *URXS LASBEDXMHWDWOW %YRDUG PHHWLQJV IURP WKH 3DUHAQW *UR.
WR XQGHUVWDQGHQHWHKRWRBR\OH DQG *HUDOGLQH &DVH\

*
S%ZHVQV:QVH Biéi %W%D@V?SL?J_%\QW *URXSxV &KLHI ([HFXWLYH 21ILFHU DQG QH
KLQ WKDW ILFAU DWWHQGHG D QXPEHU RI %RDUG DQG &RPPLWW
2XU 3DUHGW FRXUVH Rl WKH \HDU
*URXS
6LPLODUO\ WKH &KDLUV RI VHYHUDO RI WKH %33DUG &R
SUHVHQWHG WR WKHLU HTXLYDOHQW 3DUHQW *URXS &F
DOVR DWWHQGHG WKH 3DUHQW *URXS V 6WUDWHJ\ 'D\
DOVR WDNH SODFH WKURXJKRXW WKH \HDU EHNZHHQ W
DQG WKH 3DUHQW *URXS DOO RI ZKLFK VXSSRUWV FRQ
WKH WZR %RDUGV

$V LQ OLQH ZLWK JRYHUQDQFH UHTXLUHPHQWY WKH 3I
WKH DSSRLQWPHQWYV WR WKH %RDUG WKURXJKRXW WKl

2XU 5HIXODWRUMURFWRGM KDYH RSHQ DQG UHJXODU GLDORJXH ZLWK \
WKH BUXGHQWLIFRQWLQXRXYV DVVHVVPHQW DQG SURDFWLYH HQJDJHPH!

\SNHKJHX())LDQVVDLQRFQLSQ%/ %ﬁ?&QWDWLYHV DWWHQGHG WKH %RDUG PHHWI
W DQG GLVFXVV WKHLU DQQXDO 3HULRGLF 6XPF

2XU 5HJXOPIMKRU LW\
$ QXPEHU Rl %RDUG DSSURYHG UHJXODWRU\ VXEPLVVLI

BWURQJ HQJDJHBHOXWO RMRKIV WKURXJKRXW WKH \HDU LQFOXG_.QJ 2SHU
RXU 5HIJXODWRUNVNGVXBHQW
WKDW ZH DUH ZHOO
SRVLWLRQHG WR PHHW RXU
UHJXODWRU\ UHTXLUHPHQWYV
DQG H[SHFWDWLRQV

7KH %DQN LV FREPLWIMHIDEOH &RPPXQLWLHV LV D VWUDWHJILF SLOODU
WR PDQDJLQJ WKIHJAE®HRWY KDYH FRPPLWWHG WKDW JUHHQ DQG VRFLD
VRFLDO HQYLURQ®BQRIIDM® SODQV IRU NH\ VHFWRUV LQFOXGLOJ UHQHZ
DQG HFRQRPLF LIPFARPPR ®RDWLRQ DQG PRUWJIDJHV IRU SULYDWH GZHOO
LWV RSHUDWLRQV
W LV UHFRJQLVHG WKDW FOLPDWH FKDQJH PXVW KDYH
VHQLRU PDQDJHPHQW DQG ERDUG OHYHOV DQG 'LUHFW

&RPPXQL PDQDJHPHQW WR PRUH FORVHO\ DOLJQ ZLWK CQG EHW\
(QDY?_%QNQ* LQLWLDWLYHV EHLQJ GHYHORSHG DW WKH 3DUHQW *UR

'LUHFWRUYVY KDYH DSSURYHG WKH ORGHUQ 60ODYHU\ 6WD
5HSRUW DQG WKH 3D\PHQW 3UDFWLFHV 5HSRU'NV

7KH WDEOH DERYH VHWY RXW RXU IRFXV RQ RXU NH\ UHODWLRQVKLSYVY 1RW DOO
WKH LQIRUPDWLRQ ZLOO LQIRUP EXVLQHVYV OHYHO GHFLVLRQV ZLWK DQ RYHUYLI
WR WKH %RDUG RU %YRDUG VXE FRPPLWWHH ,Q VRPH FDVHV WKLV ZLOO EH WKU
EXVLQHVV DUHD LQWHUIDFLQJ ZLWK WKH UHOHYDQW VWDNHKROGHU ,Q RWKHU L
LOQYROYHG GLUHFWO\ LQ WKH HQJDJHPHQW ,Q HDFK FDVH LW LV LPSRUWDQW
XQGHUVWDQGLQJ RI WKH LVVXHVY UHODWLQJ WR HYHU\ VWDNHKROGHU VR WKHLU 3
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([DPSOHV RI 6WDNHKROGHU &RQVLGHUDWLRQ

7KH IROORZLQJ DUH VRPH H[DPSOHV RI KRZ VWDNHKROGHU LQWHUHVWY ZHUH FR!
E\ WKH %RDUG

6XSSRUWLQJ 2XU &XVWRPHUYV

2XU &XVWRPHU )LUVW VWUDWHJILF SLOODU LV D FRUH FRQVLGHUDWLRC IRU WKH
GHOLEHUDWLRQV DQG EULQJVY D FXVWRPHU OHQV WR DOO GILVFXVVLRQV WR HQVX
FXVWRPHU RXWFRPHY DUH UHDFKHG

,Q WKLV WRRN WKH IRUP RI PRQLWRULQJ WK 1 BXW \&RPWI2 FPHH VDN QY VW KD W
IURP WKH VDOH RI WKH SHUIRUPLQJ *% 60( EXVLOHVV DQG ORDQ ERRN WR $OOLFI
'LUHFWRUV RYHUVDZ DQG VXSSRUWHG ODQDJHPHQW LQ SURYLGLQJ H[WHQVLRQV
FXVWRPHUV WKDW UHTXLUHG DGGLWLRQDO WLPH DQG VXSSRUW LQ UHORFDWLQJ
HOVHZKHUH

&XVWRPHU WUHDWPHQW VWUDWHJILHY ZHUH GHY HORSHG IRL GLIIHUHQ'W FRKRUW"
OHDUQLQJV IURP SUHYLRXV SRUWIROLR VDOHV DQG?AYHPWHEY Hovxu4c wkpw \
EHHQ FRQVLGHUHG WKURXJK WKH DSSURSULDWH JRYHUJIZP0rH IRUD

6WUDWHJ\

$FNQRZOHGJILQJ WKDW WKH EXVLQHVV KDG QRZ UHDFKHG WKH PLGSRLQW IRU WK
VWUDWHJI\ LW ZDV GHHPHG EHQHILFLDO WR DVVHVV WKH SURJUHVV WKDW KDG E|
WKXV IDU WR FRQILUP LI WKH VWUDWHJ\ UHPDLQHG YDOLG 2QG DFKLHYDEOH DO
SULRULW\ DFWLRQV DQG QH[W VWHSYV R R R H D I X H Y

&RQVLGHUDWLRQ ZDV JLYHQ WR WKH VXFFHVV Rl WKH VWUDWHJLF LPSOHPHQWDW
LPSDFW XSRQ RXU FXVWRPHUV FRPPXQLWLHV DOG HPSOR\HHV 7KLV ZJV FRPSDU
DJDLQVW WKH DPELWLRQ RI ZKDW ZDV WR EH GHDLYHUHG DOG WKHUH ZDV VLJQL
HQJDJHPHQW ZLWK WKH 3DUHQW *URXS WR VHFXJH VXSSRU\W DQG DVVI.VWDQFH V
DQG UHDIILUP DPELWLRQYV &RPPXQL\WLEXU 3DUHQW
DQG WKH *URXS
(QYLURQFPHQW

$SSRLQWPHQW RI 0DQDJLQJ 'LUHFWRU

JROORZLQJ WKH GHFLVLRQ RI 5REHUW 0XOKDOO 'WR UHVLJQ FDUHIXO FRQVLGHUD
JLYHQ WR WKH DSSRLQWPHQW RI KLV VXFFHVVRL SDUWLFXODUO\ LQ OLJKW RI W
EXVLQHVV DQG IXWXUH SODQV QDPHO\ D JUHDWH4U IRFXV ROQ &@g@a DWH %DQNL
RSWLPLVLQJ WKH 1IRUWKHUQ ,UHODQG SURSRVLWLRY B ¥R~ Lf?g‘l D KLJK St
FXOWXUH VXSSRUWHG E\ DQ DJLOH DQG OHDQ RLJDQLVDWLFQ VKDSH Q DSSRLQ
*RUPOH\ DV 0DQDJLQJ 'LUHFWRU WKH %RDUG FRQVLGHUHG XU FXVWRPHUV HPS
DQG RXU 5HIJXODWRU ,Q OLQH ZLWK RXU JRYHUCDQFH UHTXLUHPHQWYV RXU 3DUF
ZDV DOVR SDUW RI WKH DSSRLQWPHQW SURFHVV o/ o0oo o mavyvapu

*URXS

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

ety fed

+LODU\ *RUPOH\
ODQDJLQJ '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 I
UHGXFH FDSLWDO WKUHDWHQ EXVLQHVV UHSXWDWLRQ RU YLDELOLW\ UHVXOW L
SRRU FXVWRPHU RXWFRPHV &RQVHTXHQWO\ HIIHFWLYH ULVN PDQDJHPHQW LV H
VWUDWHJI\ LQ DFKLHYLQJ VXVWDLQDEOH JUR ZWKH, %Z I8W K 5HILYIN W\ GD WKE I/ \WIDEL AR,
XQGHUSLQQHG E\ WKH QHHG WR KDYH D VWURQJ ULVN FXOWXUH ZKLFK LV GUL
IUDPHZRUNV DQG SROLFLHV DQG WKH 7KUHH /LQHV RI 'HIHQFH PRGHO &ROOF

PDQDJHPHQW DQG RZQHUVKLS RI ULVN

7R IXUWKHU HPEHG WKLYV

HYHU\ HPSC

PDQDIJHPHQW REMHFWLYH DV SDUW RI WKH DQQXDO SHUIRUPDQFH PDQDJHPHQW

WKDW DUH LOQKHUHQW LQ WKHLU UROH

$,% 8. V LQWEHSSDRBIRKLGHQWLI\LQJ D 5LVN ODQDJHPHQW 3

PDQDJLQJ PHDVXULQJ
UHSRUWLQJ ULVNV LV VXPPDULVHG

ODQDJHPHQW 3ULQFLSOHV VHW RXW

3DUHQW *URXS 5LVN ODQDJHPHQW )U
BULQFLSOHV JRYHUQ WKH GHVLJQ DQG
ULVN PDQDJHPHQW ZLWKLQ WKH %DQN
DIIHFWLQJ WKH %DQN DV LGHQWLILHC
5LVN $VVHVVPHQW SURFHVV DUH VH\
VHFWLRQ IURP SDJH

6WUDWHJILF ULVN DFWLYLWLHV DQG H(
PDQDJHPHQW DSSURDFK LQ LQFOXG

a4 2SHUDWLRQDO 5HVLOLNR HGZWWK R
LGHQWLI\LQJ GHILQLQJ DQG VHWWL
IRU $,% 8. V ,PSRUWDQW %XVLQHVV
DQQXDO 6HOI $WYHPHBHRIW E\ WKH %
4 SHTXLUHPHQWY ZLOO FRQ\
LPSOHPHQWHG RYHU D WKUHH \HDU
LQFOXGLQJ VHYHUH EXW SODXVLEOH

a4 3URJUHVV LQ LQWHJUDWLQJ WKH 9
DJHQGD WKURXJKRXW ULVN PDQDJF
LQFOXGLQJ DVVHVVLQJ SK\VLFDO
FOLPDWH FKDQJH ULVN GULYHUV
PDWHULDO ULVNV DQG (QYLURQP}
*RYHUQDQFH (6* FRQVLGHUDWLR
ZLWKLQ ULVN IUDPHZRUNV SROL
DSSOLFDWLRQV DQG LQ TXDOLWDWI
DSSHWLWH $ PXOWL \HDU VXVWDLQ
EHLQJ LPSOHPHQWHG ZLWK D VSHFL
IXUWKHU VXSSRUW WKH LQWHJUDWL
ULVN PDQDJHPHQW IUDPHZRUN DQG

a %XLOGLQJ RQ WKH OLQNDJH DFURV)\
E\' HQVXULQJ PDWHULDO ULVNV DL
PDQDJHG DFURVV WKH ULVN VSHFW!L
DV XVXDO H J 5LVN $SSHWLWH DQG
WR VWUHVV VFHQDULRYVY H J ,QWHU
$VVHVVPHQW 3URFHVV  ,&$$3 51
5HVROXWLRQ WR VXSSRUW RUJDQL\
DJDLQVW D EDFNGURS RI D KL
PDFURHFRQRPLF HQYLURQPHQW D
LQVWDELOLW\ )RU 5HVROXWLRQ WK
WR WKH 6LQJOH 5HVROXWLRQ %RD
-DQXDU\ GHDGOLQH WR PHHW WK
VHW RXW LQ WKH %DQN RI (QJOD!
$VVHVVPHQW JUDPHZRUN

,GHQWLILFDWLRQ $SSHWLWH

ORQLWRULQJ

(QYLURQPHQWDO 6RFLDO

PRQLWRULQJ “g\ywyypwHJ\

7TKH %RDUG KDV XOWLPDWH
JRYHUQDQFH RI DOO ULVN WD

7TKH %DQN KDV DGRSWHG [ 7KUHH
'HIHQFH PRGHO DQG ULVNV DUH PEL
DOLJQPHQW ZLWK WKH PRGHOQ

$VVHVVPH(

7KH %DQN LGHQWLILHYVY DVVHVVHV DQ
PDWHULDO ULVNV DV SHU WKH P
DVVHVVPHQW WD[RQRP\

7KH %DQN RSHUDWHY DQG PDQDJHV L'
ZLWK WKH 5LVN $SSHWLWH 6WDWHPHQ

5LVN ODQDJHPHQW LV HPEHGGHG LQ \
SODQQLQJ SHUIRUPDQFH PDQDJHP
VWUDWHJILF GHFLVLRQ PDNLQJ SURFH

7KH %DQN GHYHORSY DQG XVHV PRG}
UDQJH RI ULVNV DQG DFWLYLWLHV
VWUDWHJILF EXVLQHVYV DQG ILQDQFLD

SHSRUWLQJ
7KH %DQN XQGHUVWDQGV FDQDJHV

PRQLWRUV DQG UHSRUWY DOO ULV
RULJLQDWHYV

7KH %DQN DLPV WR SURYLGH FODU
FRPPXQLFDWLRQV ZKLFK ZLOO KHOS \
EXVLQHVV GHFLVLRQV

5LVN &XOWXUH

7TKH %DQN VXSSRUWV WKH GHOLYHU\
FXOWXUH

5LVN ODQDJHPHQW FDSDELOLWLHV
HQFRXUDJHG DQG GHYHORSHG

&RQWURO (QYLURQPHQW

7KH %DQN KDV D V\VWHP R| LQWHU
GHVLIQHG WR PLWLJDWH UDWKHU WKL

$ FRPSUHKHQVLYH ILW IRU SXUSRVH I
SROLF\ DUFKLWHFWXUH LV LQ SODFH
PDQDJHPHQW DQG LV UHYLHZHG UHJX(

*RYHUQDQFH ¢

7TKH %DQN DFFHSWV WKDW FHUWDLQ
PHDVXUHG ULVNV PD\ EH WDNHQ DFU|
WR PHGLXP WHUP WR VXSSRUW (6* L
WKH EHQHILW RI DOO LWV VWDNHKRO
WHUP
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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 S

8. /IHDGHUVKLS 7HDP 8./7x

7KH 8./7 LV FKDLUHG E\ WKH 8. 0DQDJLQJ 'LUHFWRU DQG LV UHVSRQVLEOH IR
&RPPLWWHH OHDGY D VLQJOH SXUSRVH OHG RUJDQLVDWLRQ ZKHUH VWUDWHILF |
ZLWK WKH ILYH VWUDWHJILF SLOODUV &XVWRPHU ILUVW 5LVN DQG FDSLWDO 6Ll
FRPPXQLWLHY 7KH FRPPLWWHH H[HFXWHV WKH EXVLQHVV VWUDWHJI\ ZLWKLQ ZKL

8. 5LVN &RPPLWWHH 08.5&x

7KH 8.5& LV FKDLUHG E\ WKH &KLHI 5LVN 2IILFHU &52 DQG LV UHVSRQVLEOH IRl
WKDW ULVNV DUH SURSHUO\ LGHQWLILHG DVVHVVHG PDQDJHG PHDVXUHG PRQ!
WKH 3DUHQW *URXS 5LVN ODQDJHPHQW )J)UDPHZRUN W DOVR HQVXUHV DFWLRQ S
ZLWKLQ DJUHHG ULVN DSSHWLWH

7KH VXE FRPPLWWHH RI WKH 8.5& LV 8. 4RQGXFW &RPPLWWHH WKDW LV UHVSRQ'
DQG SURYLGHV DVVXUDQFH WR 8.5& DQG WR WKH 8. %RDUG WKDW $,% 8.xV FRQ!
UHJXODWRU\ UHTXLUHPHQWY ZLWK $,% 8. VWUDWHJI\ DQG ZLWK WKH 3DUHQW *UR

8. &UHGLW &RPPLWWHH 8.&& LV D VXE FRPPLWWHH RI WKH 3DUHQW &UHGLW &
8.4& LV UHVSRQVLEOH IRU H[HUFLVLQJ DSSURYDO DXWKRULW\ IRU H[SRVXUH OLF
SROLFLHYV

8. 2SHUDWLRQV &RPPLWWHH 8. 2S&R

7KH 8. 2S&R LV FKDLUHG E\ WKH &KLHI 2SHUDWLQJ 2IILFHU &22 DQG LV UHVSRC(
LQIUDVWUXFWXUDO DFWLYLWLHV LQFOXGLQJ WKLUG SDUW\ VXSSOLHU SHUIRUPI
F\EHUVHFXULW\ RYHUVLJKW GDWD TXDOLW\ DQG FKDQJH 7KH FRPPLWWHH LV UH
8. V WKLUG SDUW\ PDQDJHPHQW IUDPHZRUN DSSURYLQJ DOO 8. LPSDFWLQJ VXSS
%RDUG IRU DSSURYDO

7KH VXE FRPPLWWHHYV RI WKH 8. 2S&R DUH WKH 8. 'DWD 4XDOLW\ *RYHUQDQFF
JRYHUQDQFH RYHUVLJKW DQG DSSURYDO RI GDWD DQG DQDO\WLF DFWLYLWLHV
SULRULWLVDWLRQ DQG DSSURYDO RI DOO FKDQJH UHTXHVWYVY ZLWKLQ DJUHHG L
,QYHVWPHQW 30DQQLQJ VXEPLVVLRQV DQG RYHUVLJKW RI DOO FKDQJH SURJUDP
ODQDJHPHQW 6XE &RPPLWWHH WKDW LV UHVSRQVLEOH IRU UHYLHZ DQG DSSURY
$VVHVVPHQWYV

8. ([SHFWHG &UHGLW /RVV O(&/x &RPPLWWHH

7KH 8. (&/ &RPPLWWHH LV FKDLUHG E\ WKH &)2 DQG LV UHVSRQVLEOH IRU UHYLHZ
VWRFN DQG PDWHULDO FKDQJHV LQ FXVWRPHU VSHFLILF SURYLVLRQV 'HOHJDV
'HFHPEHU SUHYLRXVO\ D VXE FRPPLWWHH RI WKH 8. $VVHW /LDELOLW\ 0DQD.

8. $VVHW /LDELOLW\ ODQDJHPHQW &RPPLWWHH 0O8. $/&Rx

7KH 8. $/&R LV FKDLUHG E\ WKH &)2 DQG LV UHVSRQVLEOH IRU WKH UHYLHZ L
LPSOLFDWLRQV WR WKH EDODQFH VKHHW IRU PRQLWRULQJ DVVHW DQG OLDELOL
IRU RYHUVLJKW RI IXQGLQJ OLTXLGLW\ FDSLWDO DQG PDUNHW ULVNV LQ OLQH ZL

7KH VXE FRPPLWWHHYV RI WKH 8. $/&R DUH WKH 8. /RDQ 3ULFLQJ &RPPLWWHH WK
GHDOV RQ D GHDO E\ GHDO EDVLVY WKDW DUH RXWVLGH SULFLQJ GLVFUHWLRQ Wtk
UHVSRQVLEOH IRU JRYHUQDQFH DQG RYHUVLJKW RI SURGXFWV SURSRVLWLRQV
DSSURSULDWH WKH SULFLQJ VWUDWHILHV IRU SURGXFWYV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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7TKUHH OLQHV RI GHIHQFH

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

7KH %DQN FRQWLQXHV WR IXUWKHU HPEHG WKH /2' PRGHO WKURXJK LWV RUJDQL
FODULW\ UHJDUGLQJ ULVN PDQDJHPHQW DFFRXQWDELOLWLHY DQG VWUDWHJILF G|
LQ UHVSHFW Rl WKH DSSOLFDWLRQ RI WKH /2' SULQFLSOHV FULWHULD UROHV D
GHIHQFH DQG IRFXV RQ FORVLQJ WKH UHPDLQLQJ RQH DFWLRQV LGHQWLILHG IUR

7KUHH /LQHV RI '"HIHQFH
5HYHQXH JHQHUDWLQJ DQG FOLHQW IDFLQJ DUHDV DORQJ ZLW
FRPSULVH /2' ZKLFK RZQ WKH ULVNV ZKLFK WKH\ WDNH WKUR X
. SULPDU\ UHVSRQVLELOLW\ IRU ULVN PDQDJHPHQW LQFO
JLUNW TLQH RI H:igéEWRULQJ 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
6HFROG /LOH RI DQBOOHPLWY 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

HITHFWLYHQHVV RI 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 '"HUBGASHQGHQW YLHZ RQ WKH NH\ ULVNV IDFLQJ WKH %DQN DQG
GHVLJQ DQG WKH RSHUDWLRQDO HIIHFWLYHQHVV RI JRYHUQDQF
FRQWURO HQYLURQPHQW

SLVN DSSHWLWH

5LVN DSSHWLWH LV WKH QDWXUH DQG H[WHQW RI ULVN WKDW WKH %DQN LV ZLO
REMHFWLYHY DQG VWUDWHI\ $,% 8. V 5LVN $SSHWLWH 6WDWHPHQW 5%$6 LV DC
ULVN WDNLQJ ZKLFK KDV EHHQ DSSURYHG E\ WKH %RDUG DQG LV DOLJQHG WR V
WKURXJK TXDOLWDWLYH VWDWHPHQWY DERXW WKH QDWXUH DQG W\SH RI ULVN V
WKUHVKROGY WKDW GHILQH WKH UDQJH RI DFFHSWDEOH ULVN DFURVY DOO RI W|
DSSURSULDWH ULVN WDNLQJ E\ VHWWLQJ GLUHFWLRQ DQG ERXQGDULHV WR HQ\
VWUDWHJI\ 7KHVH DUH FDVFDGHG WKURXJK WKH EXVLQHVV LQ IUDPHZRUNV SROL
LV D NH\ PHFKDQLVP WR VXSSRUW WKH HPEHGGLQJ RI D VWURQJ ULVN FXOWXUH
PDQDJHPHQW EHKDYLRXUV WKURXJKRXW WKH RUJDQLVDWLRQ 3HUIRUPDQFH DJD
PRQWKO\ EDVLV YLD WKH &52 5HSRUW

SLVN DVVHVVPHQW

$,% 8. XQGHUWDNHYV D WRS GRZQ ODWHULDO 5LVN $VVHVVPHQW 05% SURFHVV F
WLPHV RI UDSLG FKDQJH LQ WKH LQWHUQDO RU H[WHUQDO HQYLURQPHQW 7KH

%DQN LV H[SRVHG LQ WKH FRQWH[W RI DFKLHYLQJ WKH DSSURYHG EXVLQHVV VWU
PDQDJHG DQG WKDW WKH UHOHYDQW ULVNV DUH FRQVLGHUHG IRU FDSLWDO SXU
GULYHUV WKDW FRXOG LQIOXHQFH WKH LPSDFW RU OLNHOLKRRG RI WKH %DQNxV
LQIOXHQFHG WKURXJK PDQDJHPHQW DFWLRQ 5LVN GULYHUV PD\ DOVR FXW DFUR"

DQG WUDQVLWLRQDO ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH $MWRBROLDM FD
LGHQWLI\LQJ PDWHULDO ULVNV WKH 05%$ 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 ,&%$%$3 DQG ,QWHUQDO /LTXLGLW\ $GHTXDF\ $VVHVVPHQW 3URFHVV ,/$$"
OLTXLGLW\ $,% 8. VKRXOG KROG FRPPHQVXUDWH ZLWK LWV ULVN SURILOH

o
o
o
o
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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 PDWHULDO ULVNV LGHQWLILHG DV SDUW RI WKH 05% DSSOLFDEOH GXULQJ !
SDJHV

6WUDWHJILF %XVLQHVY ORGHO ULVN

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

.H\ '"THYHORSPHQWYV LQ ! OLWLIJDWLRQ 1

1
ZDV WKH VHFRQG \HDU RI WKH ViK&WHDWBILFWSWDWIQL\QJ LV VXSSRUWHG E
WKDW FRQFOXGHG D VLJQLILFDQW DPRKQN | RFXAKD® DS SR WKHWR ILQDQFLDO S
8. EXVLQHVV LQFOXGLQJ WKH 60(: %RVWHRHHBXW-LWSR%%% W KH %RDuq, FORVH
UHIRFXV RQ WDUJHWHG VHFWRUV LQ WKk rﬂny@Dg,%g@UpDQF.H DQG S
PDUNHW DQG GHOLYHU\ RI DQ RSH:UDW\I,L@Q,ﬂ?WﬁhJILq: ITMWFLWLQﬁ

DJLOH HIILFLHQW DQG VWUHDPOLQ
HPEHGGLQJ RI VRPH DFWLYLWLH 'ﬁ &5 FE)QHG @'nggua%‘dv'*
GHWHULRUDWLQJ HFRQRPLF HQVYLU LHQ( é% SO W UDOLWE DEURY

UHGXFHG SODQQHG JURZWK XVLQJ D QHW HUR DSSURDFK 7KH 3C
/JRRNLQJ IRUZDUG ILQDO WUDQ-VlRLkWNL,ﬁz\QWdJé—ULle HOW pxowL {HDU 3D
DFWLYLWLHV DQG EXLOGLQJ JURZWK ZhQQ Y XSSRIUN WHKEU B HPd-p iy \ 63 LQ .
Rl SUXGHQW WDUJHWV LQ DQ XRFHYWPp FRFYERHAWK®RP LD FOXGHYV ILQWHJUE
HQYLURQPHQW 7KH RQJRLQJ JHRSRO VWD WHQL\/E\R@VPEWDJH@’%QW IUDPHZR
PDFURHFRQRPLF XQFHUWDLQW\ ILQIQRWKkBBRRU\SURSMWHERL 7KH !*63 DO
WRJHWKHU ZLWK WKH UHVLGXDO &29,'vsrRBYCELOYMILWR VXSSRUW DFKLHYHF
FKDOOHQJHV DUH H[SHFWHG WR UHPDLQRI® v b@IPKQILRJ DPELWLRQV IRU

PRQHWDU\ SROLF\ VXSSO\ FKDLQV DQEQRWREEHE LMWV WERI RKVWRPHUV WR
WKH DERYH FRXOG LPSDFW RQ WKH %OyQN c% RYLQJ LWV ,
ZLOO

VWUDWHILF REMHFWLYHV DQG WK'HUHIRUH FRQWLQXH WR EH !
FORVHO\ PRQLWRUHG i 1

e o o o o o ———————— e o o o o o ———————— -

&DSLWDO $GHTXDF\ ULVN

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

.H\ " HYHORSPHQWYV LQ ! OLWLIJDWLRQ !
7KH %DQN PDLQWDLQHG D VWURQ@JS$ BFDSLWDY [BERDSLMWDD $GHTXDF\ 5LVN )l
WKURXJKRXW ZLWK VXEVWDQWILDOZKXFIIHU.L‘QFV(DR(GJH{]XJCHDW(RUU IRUZDUG ORRN

UHTXLUHPHQWY DQG LQWHUQDO U|LVN\AD-B\&MMQ_J\N[HQGL\PI'HWWLQDLRURU(L\NN|DSSHWL\

VWUHVV WHVWLQJ DFWLYLWLHV L0y 71 GH RROY WHBWMEUWHWKH NH\ GULYHUV
UREXVWQHVV RI WKH FDSLWDO SRVLW B LQF G Lied vW IS W%HJ.XODWRU\

,QWHUQDO &DSLWDO $GHTXDF\ I$VVH ,3/,43,44(9% §\H d"Cy\'(NLPHV
,&$$3 DQG WKH TXDUWHUO\ FDSLWD

I

1

1

1

1

1

1

1

1

1

1

1

1

! \4

1

! PHWULFV ZHUH UHYLHZHG GXULQJ @ 7 A) ?_ %6\’ D SH&/R:gggSOEDHQ
' FRQWLQXHG WR DSSURSULDWHO\! UHI K 5‘8|¥W"¥5§‘?

! UHTXLUHPHQWYVY DQG WKH XQFHUWDLQ ¥ YDO HQYLURQPHQW

! 'KLOVW IRFXV FRQWLQXHV RQ WKH GHWHULRUDWLQJ HFRQRPLF

' HQYLURQPHQW WKH FDSLWDO LPSDFW KDV QRW PDWHULDOLVHG

1
1
1
1
1
1
1
1
1
1
1
1
1

I
1
1
1
1
1
‘H FRQWLQXHG WR GHYHORS RXU FOLPDWH ULVN PDQDJHPHQW i
FDSDELOLWLHV DFURVV RXU NH\ |ULVN DUHDV WKURXJK RXU |
GHGLFDWHG FOLPDWH ULVN SURJUDPPH :H KDYH HQKDQFHG :
RXU ULVN DSSHWLWH DQG PHWULFNY DQG PDGH HQKDQFHPHQWYV !
WR RXU SURGXFW JRYHUQDQFH SURFHVV WR LQFOXGH FOLPDWH :
ULVN FRQVLGHUDWLRQV i i

1

1
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7KH ULVN WKDW WKH %DQN ZLOO LQFXU ORVVHV DV D UHVXOW RI D FX{VWRPHU F
FUHGLW H[SRVXUH FRPPLWPHQW ERWK RQ DQG RII EDODQFH VKHHW KDW LW
WKH ULVN WKDW FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV XVHG E\ WKH|ILUP SUI

.H\ '"THYHORSPHQWYV LQ ! OLWLIJDWLRQ ]

1
7KH FUHGLW SURILOH UHPDLQHG YVVWAD&YD 5 DBXWWR WKW KHREWHORRW 5LWN J)UDPHZRUI
XQFHUWDLQ DV WKH %DQN KDV YHW DURI YVRHSQQFHDWKR@DUHIOHFW IWKH %D (
SUHVVXUH PDWHULDOO\ LPSDFW F:UHG&_W—IGIRWVHD’VV‘IF!\Y‘HIPJIG)CPWQWVHFWF&U JXLG
LQWHUYHQWLRQ RQ ULVLQJ HQHUJ\ KRGMY ZILM WH[CGH PYWHIRQ G\DRUGY HQVXUH WK
FRQWLQXH WR PLWLIJDWH VRPH RI}WKKQGHFWVRIRELEKHRUIUFRWWN\ DUH | WDNHQ F
IRU FXVWRPHUYV ,QIODWLRQDU\ |HITHAMHWR @XFWRFPRPHIUWUIRUPDQFH LV PRQI
FRQWLQXHYV WR EH DVVHVVHG 6HFWRGHVISHMWRUWDHVLR QU HYXD DVWWRIIJHU!I IRU FXV
UHYLHZHG DQG ZKHUH DSSURSULbWHWERGH’VIQ(\Y/N\U+GDE:SUJRI\SKJFUZ)}WH DFWLhQ LV WL

VHFWRUV PRVW DIIHFWHG E\ FXUYHQWg HRBRWRWFY WRG ULVN SURILOH RI WK
JHRSROLWLFDO FRQGLWLRQYV i WR LGHQWLI\ WUHQGV DQG WR ISURYLGH
JROORZLQJ GHWHULRUDWLRQ LQ: WKRD QDFRIPRPDVE MRIXWHRRNLVNYV ZLWKLQ W
UHIOHFWLQJ WKH HIIHFW Rl KLJKHU SRUMMIRQRR DQG LQWHUHVW !

UDWHV HFRQRPLF SODQQLQJ IRUHFR VWY DG E M@ AW VIHBFOXGLQI VHFWF
ORZHU KDYLQJ DQ LPSDFW RQ (&/: ,Q&(%bQH Z o\ i s MOl W H G DQG | RU VWL
SUDFWLFH ZH KDYH FRQWLQXHG WRH FRYIVVEHUHEKDOHIXODUOV EV WKH ([H
DSSURSULDWHQHVV RI PRGHO RXWSXWe QG B K¥NXY R PRI RREHQY i

RYHUOD\V LQFOXGLQJ PDQDJHPHQW, DG PHQW 0 !

FXUUHQW PDUNHW FRQGLWLRQV ZKL K%K\é H ﬁ%{}'}{vﬁj" é/\VF‘:FRV\éV'bGE"!LC’)T\?V\WDRJ

UHIOHFWHG LQ WKH PRGHOV ,Q|0DWE% gv Fp‘g’ %“J Hig’é)g b
RO B VR

UDWHV KDYH EHHQ FRQVLGHUHG E\ PD v URP IXWXUH

WKH \HDU HQG (&/ DVVHVVPHQW i KHWPR WKRAVHUREPHRW 6RFLDO DQG *RY
DUH QRW GLUHFWO\ UHIOHFWHG |ZLWKXBVWKRQBIQWHVLY RRGGNW WDNHQ ITRU KI
SULPDULO\ LQIODWLRQ DGGLWLRQD & QA/BXYyHWKEW RIYQNOXQYGCHUVWDQGV v

KDYH EHHQ PDGH WR UHIOHFW DQ\ YYEREHDWHEDWMVRH WHH ERUURZHU DQG
H[SHFWHG FUHGLW ORVYV I LQWR FUHGLW DSSOLFDWLRQV

e o o o o o o e o o o o o o e 4

/ILTXLGLW\ 5LVN LV WKH ULVN WKDW WKH %DQN ZLOO QRW EH DEOH W IXQG L\
)XQGLQJ 5LVN LV WKH ULVN WKDW D VSHFLILF IRUP RI OLTXLGLW\ FDQQRW EH HJ

.H\ '"THYHORSPHQWYV LQ 1 OLWLIJDWLRQ 1
1

1
$,% 8. FRQWLQXHV WR KDYH VXUSODMH OLTXLGLW\ BIQ )UDPHZRUN DQG ¢
PDLQWDLQV IXQGLQJ OHYHOV VLUQLIVRSQRWOWHI®) EN[FBNVXIRQW PRQLWRULQJ
UHJXODWRU\ UHTXLUHPHQWYV i LQGLFDWRUV DJDLQVW ULVN DSSHWLWH

7KH %DQN LV QRW FXUUHQWO\ UHOLDORRNXERbH QA LALAOHYWBHVY WHVWLQJ L
PDUNHWYV IRU IXQGLQJ DQG KDV D PDYRMLRAHEFEHI3RRRN ZKLFK VHWV RXW
WKDW LV SULPDULO\ VRXUFHG IURP HWHREWFY RRUSRUGEWY' VWUHVV VFHQ
FXVWRPHU GHSRVLWYV HPDQDWLQJ BUBM PDLKQBREI%ULWGHQLYHG IURP YDU
DQG 1RUWKHUQ ,UHODQG ! FKDQQHOV ZKLFK LPSURYHV WKH DELOL
XQH[SHFWHG OLTXLGLW\ VKRFNV!

a 7KH %DQN PDLQWDLQHG D KHLJKWHQH:
SRUWIROLR PRQLWRULQJ GXULQJ) WKH \H
WKH EURDGHU PDFURHFRQRPLF HQYLURQ
HIHFXWLRQ RI WKH VWUDWHJILF @EMHFWL‘

e o o o o o o e o o o o o o
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JLQDQFLDO ULVN

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

.H\ '"THYHORSPHQWYV LQ ! OLWLJIJDWLRQ 1

1
$,% 8. GRHV QRW UHWDLQ PDWHULBO7KHD WOKWWHWL\BNVRQ) WMWAHZRUN DQG UHOL
EDODQFH VKHHW DOWKRXJK LW LV VHQVUHWMLY 5 0DRA W® NXSQRQW WKH PDQDJIHI
SHUVSHFWLYH WR ODUJH LQWHUHVWRUDWMHEY PRIWHP HZQWWK ®.QBDUNHW I ULVN SR
WKHUHIRUH ,QWHUHVW 5DWH 5LVIN LB\ WKH 8% 3 Q8\R_ QLIQ BEREAL Q J SHUIRUPDQFH

EHQHILWHG TURP DQ LQFUHDVH LQ & Q¥MkiUdd Y ¥WNUBMENW KWWY BB\ UHGkFHV HISH
WKLV FRXOG UHGXFH VXEMHFW WRIFR QW R HPAIN kbW &prthL,w;\QGXFWHG
2WKHU )LQDQFLDO ULVN VXE ULVNV BHRBE®DE@WWWR 3D ®HQ@WxV 7UHDVXU\ IXQF

WKRXJK FRQVLGHUHG QRQ PDWHULDE 3lpQ HURKQY £ ROHS Loy Ns WUDQVLWLRQ S
(TXLWY ,QYHVWPHQW ULVN DQG )RUHLJQY(M@ R Wk MNVUDQVLWLRQ RIIFXVWRPF

I
1
1
1
1
1
1
1
1
1
H ,55% % LV WKH SULPDU\ )LQDQFLDO DASHW L/WH %DQN KDV
1
1
1
1
1
1
1
1
1
1
1

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

1
$,% 8. FRQWLQXHV WR EXLOG RQ LW« PRGHAGCHQJISAVIDEILDRMARWN DQG VXSSRIL
SsuLPDULO\ DV WKH\ UHODWH WR FUHGRSMW N L¥RODRIGH V. GHHQ/PAUWDHD WKWN 1 WKLV Ul
WR VXSSRUW ERWK VWUDWHILF S{JLRUALIV\LLRiX/J}DRQ)GNV\NRKHP?lR%WI-O VO HH F\F O H LQ
FXVWRPHU H[SHULHQFH | PRGHO PRQLWRULQJ DQG VFKHGXOHG

1

1

1

1

1

1

1

1

1

1

I 7KH XQLTXH QDWXUH RI &29, P.HDQ\O\P%@M’%HBV PRGHOV DQG WKHLU
i VHQVLWLYH WR PDFURHFRQRPLF MHPWRRP QKT PHELWLRQ PREHO FRQV
! DGMXVWPHQW DQG JRYHUQHG MX(:;JHWU%DBU@L\WLRRQ:KWQQHQJH IWKH DFF
| )56 PRGHOV ZKLFK ZHUH ILWWHG WR®RZVLQIoDWLRQDU\

! FRQGLWLRQV DQG ORZ LQWHUHVIWa WA KO BIQ YUK RRWPWQWR QD PR GHO ULVN VWD
' FRQWLQXDOO\ UHYLHZHG DQG XVH:RI PZR.GVHKO VWRKYHH ([GIB YWD 8 8 ODL.GIG W K H %RDUG 5L
1 ZKHUH GHHPHG DSSURSULDWH I 4 3RVW PRGHO DGMXVWPHQWYV DL:JH VXEME
: UHYLHZ DQG FKDOOHQJH DW H[HFXWLY
i FRPPLWWHHV .

:
1
1
1
1
1
1
1
1

1
1
1
1
1
! & 7KH 3DUHQW *URXS ZLOO GHYIHORS VW
i SURWRW\SH PRGHOV WR DVVHVV WKH SK
' WUDQVLWLRQDO LPSDFW RI FQLPDWH |
H SRUWIROLR LQFOXGLQJ WKH 8.] WKURXJ
! 3DUHQW *URXS 6XVWDLQDELOLW} 3URJUDF
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2SHUDWLRQDO ULVN

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

.H\ '"THYHORSPHQWYV LQ ! OLWLIJDWLRQ ]

1
7KH KHLIJKWHQHG IRFXV DQG FKDQOX QXH RGHUMDWRBRQDY BLVN 0DQDJIHPHQW IU
RSHUDWLRQDO ULVN DULVLQJ IURP DGBEWL @K IS URFHYNHOBXUIMXESRUWLQJ SR
&29," FRQWLQXHG LQWR DV $,% 8UMXSWRMUEBIGOLWYHY JRYHUQDQFH DUU
WUDQVIRUPDWLRQ DJHQGD WKURXJK SURSEMPHQWRW RSHHURWLRQDO YLVN PDC
VWUDWHJILF LQLWLDWLYHV LQFOXGLQJIWKKD @DHN W(FE KKWMXESHIMNVKQY D VXSSR
PRGHO DQG ZD\V RI ZRUNLQJ ! SODFH WR RXWOLQH WKH PLQLPXP FRQW!

&\EHU DQG ,QIRUPDWLRQ B6HFXULW\ ,7RYR SROLBDHUWOPBYHIKDW PXVWIEH DGKF
&KDQJH 5LVN DUH FRQVLGHUHG WR & I G/GH M LIPFRYMO PBWHBLDKDYV DQ ROJRLQJ V
RSHUDWLRQDO ULVN DUHDV ZLWK SURIQWVRORDBEKI@FXBOQW SURJUDPPH WI
F\EHU VHFXULW\ FDSDELOLWLHV LQ UHAHIR Q\PHS WRR MPKIHQ WY RORSEQBPHQWHG DF!
H[WHUQDO WKUHDWYV LGHQWLILFOWLRQHIV,PORBUWREOWLBXYLQHVYV |

6HUYLFHV DQG DQ\ DVVRFLDWHG; Y3X O Qi RyFASEEMA v AV By kFH % DQ N xV 6 X VWD L
UHPHGLDWHG WR LPSURYH RSI"UDW/'K'?{Q%%QNJW%@NUQEE%UV WR LPSURYH
HQKDQFHPHQWV WR WKLUG SDUW\ POROHJHIWBYWc PRYRVYPWLRQDO FRQVLGHL
RYHUVLIJKW FRQWURO DQG SURFHVVRY\\4 DX GHYNWHYVERBVDWHG ! ZLWK F
SURYLGHG E\ WKH 3DUHQW DQG dHYW@l&?FE’)UJQMR%‘HB@V\WF‘&@UO ULVN FDSLWDO
PRGHO IRU FKDQJH WR EH UROOHG RXWubQVLWLROHURDRM YLD PHDVXULQJ VF
FRQWLQXHV WR FRQVLGHU WKH LPSQHWp RyXSK\YLADBQ B%@ GHYHORSLQJ S
X

B
WUDQVLWLRQDO ULVNV DVVRFLDWHG zswmwmw@gwm BERRVY FXVWRPHL
2SHUDWLRQDO VXE ULVN LQFOXGLQJ §HYW®LQ LHERWRP FRQWLQXLW\

DQG UHVLOLHQFH WKLUG SDUW\dURYLGHU DQG SURGXFWYV DQG

1 1
1

SURSRVLWLRQV h

5HIXODWRU\ &RPSOLDQFH ULVN

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

'H\ '"HYHORSPHQWV LQ . OLWLJDWLRQ :

1
7KH G\QDPLF DQG HYROYLQJ UHJXODWRU% FED FRQGRRWVFBROHRLQJ KRULIRQ VF
FRQWLQXHV WR EH D NH\ IHDWXUH RILWKEWLDQD FIKPIWVRILQ UHJIXODWRU\
UHJXODWRU\ FRPSOLDQFH ULVN IRU WKHTXDQMNPBQ® W KHULHF KDVQFOXGHYV DGGU
EHHQ QR LQVWDQFHV RI PDWHULDO QR® JXRPBEWRDQFH HE\ $PARULWLHYV |UHODWH
8. ZLWK UHJXODWRU\ GHDGOLQHV ! ILQDQFLDO ULVNV DVVRFLDWHG ZLWK FOlI

I
1
1
1
1
1
1
1
1
1
1
1 1

i 7TKH OHYHO DQG VRSKLVWLFDWLRIQ &R1HYHDRG PHRQWL QX MWK HVIRKWXUH UHODWLF
! LQFUHDVH DFURVV WKH EDQNLQJ LQGX/WRQ® Q&% MRKHVERWPHQWR EH PRRLWRUHC
! 6HUYLFH 5HJXODWRU LV FRQVXOWLQJ ORGSR SBYVNWEON WKRIWWIKY FKDQJIHV L
! OLDELOLW\ WR EDQNV IRU DXWKRULVHGHBXMKHBBAMQWQG)WRPDQ\ VXEVHTXHQ
' DQ DQWL PRQH\ ODXQGHULQJ SHUVSHFURIFHY VEWE KWZHBEQ WKH 8. DQG 3DUHQ)
i RYHUDOO PHGLXP ORZ ULVN SURIZOH HFRRVNCHBBLRWDVEY D FRPSUHKHQVLY
1 1

:

1

1

1

1

1

1

1

1

1

1

1

JHRJUDSKLHV LQ ZKLFK LW GRHV EXVIpQHeV 6 PG WKH vXBERYWHG E\ V\VWHPYV

7KH ZDU LQ 8NUDLQH KDV LQFUHDVWHG WkHgF RR SOHERWWRIQWEHVR PRQLWRU WKF

VDQFWLRQV UHJLPHV DQG LW LV OLNHR WKPW WERWYWIRFSPE RAPSOLDQFH ZLV

ZLOO FRQWLQXH LQWR DQG ZLOO SURYLGH JXLGDQFH WR EX
1

1
1
H UHTXLUHG
1
1
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&RQGXFW ULVN

7KH ULVN WKDW VA\VWHPLF DFWLRQV RU LQDFWLRQV E\ WKH %DQN FDXVH SR
LQVWDELOLW\

.H\ '"HYHORSPHQWYV LQ ! OLWLJIJDWLRQ 1

1
Q WKH VWUDWHJILF LQLWLDWL YH ' OL® S\ WAKRL WLKRHD W6 DVKNDAV LP SDIFW FXV W
FXVWRPHUV LQFOXGLQJ H[LWLQJ WK HG X BDO H® LAINRHNG XOFWG ULV N DVVHVVPHQW
FORVLQJ D QXPEHU RI EUDQFKHV LQDURUWKGH Q(DEKOBXMQHVV DUHD LV UH\
HQWHUHG WKHLU ILQDO SKDVHV |7KH LIGRIQGWXAW QUL ¥ RQ GXFIW LQV NV DRQG DSSU!
IURP WKHVH KDYH EHHQ FORVHO\ PDQDFMGE @G IRMHIRGBXFW &RPPLWWHH LV
WKURXJK WKH %DQNxV &RQGXFW &RPPRWMWWHHHLQJ WKH PDQDJHPHQW RI FRQG X

$GGLWLRQDOO\ $,% 8. KDV EHHQ 'GHYﬂ@h%Qb\ﬁD\V\%sBsQﬂQNQHYHO DQG WKH &RP
FXVWRPHUV H[SHULHQFLQJ FRVW RlK%YYRE&UU%BMXRJ'HDGKHUHQFH'WR WKH
LQFOXGLQJ YXOQHUDEOH FXVWRPHU\)U@b%ZRZLH\URQ@J3&QW !

LOQGXVWU\ ERGLHV RQ FRQGXFW ILPaSBFM# LQJKBR QY@ ONMMDMILERIIWKHG DSSURYDC
VXFK DV DXWKRULVH SXVK SD\PHQWV L. DA WRYHYOO QHZ SURGXFWW RU SUR

$ NH\ GHOLYHUDEOH LQ zLoo EH WRKDQISYHWRMWMHHYEKBUPFWHULVWLFV RI
&RQVXPHU 'XW\ HQVXULQJ WKH GHOL‘ZﬁBHﬁDd—@%Q&%EW@UL QG DVVHYVHV SR

RI JRRG FXVWRPHU RXWFRPHV D.FURK{QFQX(%'-@ 4y DVVRFLDWHG ZLWK ¢
MRXUQH\V HQVXUH WKH\ DUH DSSURSULDWHO\ PLWL.

S3HRSOH &XOWXUH ULVN

7KH ULVN WR DFKLHYLQJ WKH %DQN®YV VWUDWHILF REMHFWLYHV DV Pp UHVXO'
SHRSOH RU WKH LQDELOLW\ WR HYROYH WKH FXOWXUH DOLJQHG WR WIKH %DQN

.H\ '"HYHORSPHQWYV LQ ! OLWLJIJDWLRQ 1

1
JROORZLQJ WKH ULJKW VL]LQJ DJHQGR®RQ®BPWPRQWD\GLRRPRXQLFDWLRQ ZLWK
WKH UHYLVHG RSHUDWLQJ PRGHO DWHWHKFHFXQG YR SULRULWLHV SDUWLFXO!
LQWURGXFWLRQ RI QHZ ZD\V Rl ZRUNL@DYGXDWBOY WKURXGK WUDQVLWLRQDO St
LQ FRQWH[W RI WKH EXR\DQW HRSORIPOQWMP FORANHWYEQ®Y DQG VHVVLRQV W
UHVLGXDO &29," FKDOOHQJHV WKHIHRGDEED KD VYURAHWWDII WR ([HFXWLYHV D
ZRUNLQJ WR PLWLJDWH DGGLWLRQD®HBEWNY LQ UHODWLRQ WR I

FDSDELOLW\ HPSOR\HH HQJDJHPIH@W A GWORPHN WP ILIWK VWUDWHILF S
SULRULWLHV 7KLV KDV LQFOXGHG WKH”Ejgg nggﬁgég{j”\&lﬁ@pquWLHv L
VWUDWHJILHV WR UHFUXLW UHWDLQ DQ © HYB\ORSE KHbU SHRWU RURG QWHHULQJ T
WDOHQW IURP LQYHVWLQJ LQ HPUO\,FD #W-PGVDW HZUX@Q&Q#PXQLWK )XQG L
/HDGHUVKLS '"HYHORSPHQW SURJUIPPPHM(SYS H) R RUL,—_Q@DULWLHV LQ.,UHODQ(

DQG PDQDJHPHQW RI WKHVH FKDOIOHQ H N

IRU WKH ([HFXWLYHV WR HQVXUH \UX8s U%t%]ﬂ \g\,}ﬁ% PF%LXQGV,_ DJWHS?J:

RXU SHRSOH ZLWK ZRUN XQGHUZD\ FH bQG UDL'

FDSDELOLWLHV DQG NQRZOHGJH WR KH :}{ éW%L{HEQW '*L?RXS 7L
XQLYHQVDO LQI

DQG WKH UROO RXW RI D &XOWXUH D
ODOO\VKLS DQG LQFOXVLYH EHKPYLRXUV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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&XUUHQW HPHUJLQJ ULVNV DQG XQFHUWDLQWLHYV

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 OLNHD DKMRRX R WUK\W \MDHOTOXLHVDFV IFFD@® QRW QRUPDOO\ EH LQIOX
DFWLRQ 7KH NH\ WKHPHV RI IRFXV LQ DUH VHW RXW EHORZ

(PHUJLQJ 5LVN.H\ &RQVLGHUDWLRQYV /ILQNV WR 5LVNV

0$&52(&2120,&8(OHYDWHG XQFHUWDLQWLHYV UHJDU G LSFU RWH DODF O BWHRQ R © L5L \DN
'2:17851 $1°' JHRSROLWLFDO RXWORRN 7KLV LQFCXGHV WKH LPSDFW RI WKH Z
*(232/,7,&$/ 8NUDLQH DQG GHYHORSPHQWY ZLWK UHJDUGY WR QHJRWLDWLRQV
,167%%,/,7< WKH 1RUWKHUQ ,UHODQG 3URWRFRC ,Q DGGLWLRQ LW FRYHUV
FU\VWDOOLVDWLRQ RI WKH VKDUS LQFUHDVH LQ LQIODWLRQ LQI
KLIJIK HQHUJ\ DQG IRRG SULFHV DQG LLVLQJ LOWHUHVW HQJYLURQP|
GHVSLWH SRWHQWLDO UHFHVVLRQ LQ WKH 8. HFRQRP\ ZKLFK LV
SXWWLQJ SUHVVXUHV RQ EXVLQHVVHY DQG KRXVHKROGV ILQDQFHYV

&/,0$7( 5,6. 7KH ILQDQFLDO RSHUDWLRQDO DQG RBFURYXWDOWLRDWE WIPBE® BWWN
I[URP SK\VLFDO ULVNV WUDQVLWLRQDO ULVN DQG WKH UHVSRQV
FOLPDWH FKDQJH 7KLV LQFOXGHV WKH %DQN EHLQJ XCDEOH WF
TXLFNO\ DGDSW WR QHZ UHJXODVWLRQ DQG RU OHJLVODWLRC
VXSSRUWLQJ FXVWRPHUV WKURXJK WUDQVLWLRQ RU QRW PHHW
SXEOLFDOO\ VWDWHG JRDOV

&203(7,7,21 ,QDELOLW\ WR NHHS SDFH ZLWK FRFSWWDWIHRQF YWRNILKWV® ORGW
H[SHFWDWLRQV RU FXVWRPHU UHTXLYHPHQNY DFXREGVWS BRGXFW
SULFLQJ GHPRJUDSKLFV DQG VHUYLF&EYHEBUWGHIINYHU WHFKQROR
DGYDQFHPHQWY WKDW UHVXOW LQ SRROQEBXNFWURGXNFW DQG VHUY
RITHULQJYV ZLWK DQ DGYHUVH UHSXWDWLRQ ILQDQFLDO RU VWUD
LPSDFW

&<% (5 7+5($7€ ,QFUHDVHG VRSKLVWLFDWLRQ LQ F\ESHHUDPWLRQQDOMVNSUDFWLFF
LOFOXGLQJ UDQVRPZDUH DWWDFNV 6WSKDWKLUQBE %KW L GKHWW IORE H
LOQFLGHQWYV WR GHIUDXG FXVWRPH&RQ®ON YWD I GLPLQLVK
RSHUDWLRQDO FDSDFLW\ RI WKH %DQN DQG GDWD ULVN H[SRVXUH\

7$/(17 $1° 7KH ORVV RI KLJK SHUIRUPLQJ KLJK S®RAMRBIDWL D &XMDAWK K H JKIOANV N L C
6.,//6 HPSOR\HHV RU LQDELOLW\ WR DWWUD FRW WXWHK JANL @&V LA FWKL Q RES MV
ODERXU PDUNHW

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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&RUSRUDWH JRYHUQDQFH UHS|

&RUSRUDWH JRYHUQDQFH DUUDQJHPHQWY DQG SUDFWLFHV
7KH &RPSDQ\ KDV GHYHORSHG LWV RZQ JRYHUQDQFH IUDPHZRUN DSSURSULDWH \
GHYHORISWE FRQVLGHUDWLRQ RI 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 GLYHUVH8/HDGHUVKLS 7HDP

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

a VWURQJ DQG IXQFWLRQDOO\ LQGHSHQGHQW LQWHUQDO DQG H[WHUQDO DXGLW

7KH &RPSDQ\ KDV DGRSWHG WKH 3DUHQW HURXH BXENE K LIRMHARWY MKMDQHAB G H U VKI

DQG FRQWURO RIURXSQ3IDWNQMUDIWLQJ FREVWBHW BRAZRQN ODZ WKH 3UXGHQWLDC

$XWKRULW\ 5XOHERRN WKH )LQDQFLDO &RQGXFW $XWKRULW\ +DQGERRN DQG WK
FROQWURO DUUDQJHPHQWY DUH DSSURSULDWH WR WKH EURDGHU 3DUHQW *URXSx\

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 %RD
a VHWV WKH %DQNxV ULVN DSSHWLWH LQFRUSRUDWLQJ ULVN OLPLWV LQ FRQVX

a4 DSSURYHV GHVLJQDWHG ULVN IUDPHZRUNV LQFRUSRUDWLQJ ULVN VWUDWHJL
3DUHQW

a4 DSSURYHV VSHFLILF VWUHVV WHVWLQJ DQG FDSLEB®3DQE ,0$F3X LIGQ WR SDROQW I
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 RQIRIOQD RV YDQQLEHFIRAH ORDUG &KDLU LQ ODUFK I
GHSDUWXUH

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

$YDLODEOH WR ERWK WKH VKDUHKROGHU DQG RXU FROOHDJXHV LI WKH\ KDYH FI
KDYH IDLOHG WR UHVROYH RU ZKHUH VXFK FRQWDFW LV GHHPHG WR EH LQEC
,QGHSHQGHQW 'LUHFWRU 06,'x LQFOXGH 6HQLRU O0DQDJHU 5HJLPH 605 DFFRX
ZKLVWOHEORZLQJ KRWOLQH *UDKDP %XFNODQG FRQWLQXHV WR VHUYH DV WKH 'F

,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 VWDQGDUGV ,Q +LODU\ *RUPOH\ DQG -DQHW OF&RQNH\ ZHUH DSSRI

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 PDQDJ*t
EHFDPH WKH %DQN V 0DQDJLQJ 'LUHFWRU IROORZLQJ WKH GHSDUWXUH RI 5REHUW

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 RI 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
DQOGHYLHZHG 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 CDUGL
DQG &RUSRUDWH RPPYPHWWHIFH F

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

&RQIOLFWV RI LQWHUHVW
7KH %RDUG DGRSWV &RIGH SR% &RRESFW 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

SHUIRUPDQFH HYDOXDWLRQ

7KHUH LV D IRUPDO SURFHVV LQ SODFH IRU WKH DQQXDO HYDOXDWLRQ RI WK
FRPPLWWHHY DQG LQGLYLGXDO 'LUHFWRUV ,Q DFFRUGDQFH ZLWK WKH 8. &RUSR
FRQGXFWHG DW OHDVW HYHU\ WKUHH \HDUV $Q LQWHUQDO HYDOXDWLRQ ZDV

&RPPLWWHH DQG %RDUG &KDLU DQG IDFLOLWDWHG E\ WKH &RUSRUDWH *RYHUQDQC
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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 LQFOXGI
$GYLVRU\ &RPPLWWHH ZKLFK ZDV HVWDEOLVKHG LQ WR DGYLVH WKH %RDUG R
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 DQ
IROORZLQJ SDJHV 7KH GXWLHV WKDW PLJKW RWKHUZLVH EH WDNHQ RQ E\ D 5HPX
DV D ZKROH $WWHQGDBHPERIRKRROR LMVWHM XGHG EHORZ

%RDUDG FRPPLWWHH PHHWLQJ DWWHQGDQFH

$XGLW 5LVN 1RPLQDWLRQ
%RDUG &RPPLWWERIPPLW W&RIPPLWWHH

1XPEHU RI PHHWLQJV KHOG

%RDUG &KDLU

SHWHU 6SUDWW
UHVLJQHG ODUFK

:LOOLDP )DOO
DSSRLQWHG &KDLU ODUFK

*UDKDP %XFNODQG
*HUDOGLQH &DVH\
7TUDF\ 'XQOH\ 2ZHQ
-RH +LJJLQV

3DXO +RUQHU
6KHOOH\ ODOWRQ
+HOHQ 1RUPR\OH
5RJHU 3HUNLQ

([HEXWLYH 'LUHFWRUV

S5REHUW O0XOKDOO
UHVLIJQHG  -XQH

+LODU\ *RUPOH\
DSSRLQWHG  -XQH

-DQHW OF&RQNH\ *DKDQ
DSSRLQWHG -DQXDU\

,QGHSHQGHQW

%RDUG PHHWLQJV QRW DWWHQGHG E\ 'LUHFWRUV ZHUH GXH WR XQDYRLGDEOH FRQIOLFW
SURYLGHG IHHGEDFN ZHUH UHOHYDQW WR WKH %RDUG &KDLU DORQJ ZLWK DSRORJLHV LQ I

$ WRWDO RI %RDUG PHHWLQJV ZHUH KHOG GXULQJ 7TKH 1RQ ([HFX
RFFDVLRQV LQ WKH DEVHQFH RI WKH #RPXWGLMMWDEOEWRMGEG D &KDLUPDQ V &RP
DXWKRULW\ WR FRQVLGHU SURSRVDOV UHODWHG WR WKH VWUDWHJLF LPSOHPHQ
ZDV KHOG LQ WKH \HDU

:KHQ 'LUHFWRUV ZHUH XQDEOH WR DWWHQG PHHWLQJV WKH\ UHFHLYHG WKH UHS|
PHHWLQJY DQG SURYLGHG IHHGEDFN WR WKH &KDLU RI WKH PHHWLQJ LI QHFHYV
DWWHQGDQFH LV DIJUHHG ZLWK WKH %RDUG &KDLU RU UHOHYDQW &RPPLWWHH &K
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%RDUG $XGLW &RPPLWWHH
PHHWLQJV GXULQJ

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

a WKH TXDOLW\ DQG LQWHJULW\ RI %DQNxV DFFRXQWLQJ SROLFLHVY GLVFORVXUI

a4 HQVXULQJ WKDW WKH DQQXDO UHSRUW DQG ILQDQFLDO VWDWHPHQWY SUHVHQ
WKH %DQN V SRVLWLRQ DQG SURVSHFWV

WKH LQGHSHQGHQFH DQG SHUIRUPDQFH RI WKH H[WHUQDO DXGLWRU
WKH LQGHSHQGHQFH DQGS$S®%WUIRUGWE B RO WKBLW IXQFWLRQ

WKH DGHTXDF\ DQG SHUIRUPDQFH RI VA\VWHPV RI LOWHUQDO FRQWURO DQG W
VA\VWHPV

WKH HPEHGGLQJ DQG PDLQWHQDQFH RI D VXSSRUWLYH FXOWXUH LQ UHODWLF
&RPSDQ\ DQG

a VSHDN XS UHSRUWLQJ DQG WKH PRQLWRULQJ WKH HITHFWLYHQHVV RI WKH &RG

Q-

Q-

7KH FRPPLWWHH KDV SULYDWH VHVVLRQV ZLWK WKH +HDG RI ,QWHUQDO $XGLW D(

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

$FWLYLWLHV LQ

7KH IROORZLQJ ZKLOH QRW LQWHQGHG WR EH H[KDXVWLYH LV D VXPPDU\ RI WKF
DSSURYHG RU UHFRPPHQGHG WR WKH %RDUG IRU DSSURYDO GXULQJ WKH \HDU

a WKH %DQNxV DQQXDO ILQDQFLDO VWDWHPHQWY SULRU WR DSSURYDO E\ WKH
SUDFWLFHV UHSRUWYV RQ FRPSOLDQFH DQG HIIHFWLYHQHVY RI LQWHUQDO FRQ

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 VFRSH RI WKH HIWHUQDO DXGLW DQG WKH ILQGLQJVY FRQFOXVLRQV DQG |

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 WRE SROLRQFRORBIPIHQW RQ H[SHFWHG FUHGLW Ol
VWDJLQJ SULQFLSOHV DQG LPSOLFDWLRQV IRU WKH DSSOLFDWLRQ RI ,)56
SHUIRUPDQFH PHDVXUHYV

a4 UHJXODU REGWWHVURXS ,QWHUQDO $XGLW SODQ FRYHULQJ ILQGLQJYV DQG DFW
DQG DVVHVVPHQW Rl FRQWURO FXOWXUH LQFOXGLYH G UQWMILGIDOURNGHWVSWI
G\QDPLF ULVN HQYLURQPHQW ZDV DSSURYHG (QKDQFHPHQWY WR WKH DOLJQF

UHJXODU XSGDWHY DQG UHSRUWY IURP WKH &)2 RQ IXQGLQJ DQG OLTXLGLW\
WKH RSHUDWLRQ RI WKH 6SHDN 8S SURFHVV WKH &RGH RI &RQGXFW DQG LQW

WH UHODWLRQVKLS ZLW KD\ KHWHK[AV EH QID@QD R G IRV RUKH WUDQVLWLRBOWR LVQK HWH
DXGLWRUVx WHUPV RI HQJDJHPHQW WKHLU LQGHSHQGHQFH DQG REMHFWL
PHWKRGRORJ\ DQG ULVN LGHQWLILFDWLRQ SURFHVVHYV

a WKH HIIHFWLYHQHVYVY DQG SHUIRUPDQFH RI WKH H[WHUQDO DXGLWRU DQG WKH
VDWLVILHG ZLWK WKH H[WHUQDO DXGLWRUHxYR®H F\RRIP YRAH D XV LDAD VIRHIY SSIRGY
$XGLWRU

XSFRPLQJ FOLPDWH UHODWHG GLVFORVXUH UHTXLUHPHQWYV

Q-

Q-

Q-

Q-

Q-

3Z& KDYH EHHQ DSSRLQWHG WR UHSODFH '"'HORLWWH DV H[WHUQDO DXGLWRUV HIIHFWLYH -DQXDU\
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%RDUG 5LVN &RPPLWWHH

PHHWLQJV GXULQJ 3DXO0 +RWRHBIW
*UDKDP %XFNODQG
5RJHU 3HUNLQ
7UDE\ 'XQOH\ 2ZHQ

SHVSRQVLELOLWLHV

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

a IRVWHULQJ VRXQG ULVN JRYHUQDQFH DFURVV WKH &RPSDQ\ V RSHUDWLRQV H
RI WKH &RPSDQ\ V RYHUDOO ULVN FXOWXUH ULVN PDQDJHPHQW IUDPHZRUN
HQVXUH WKH\ DUH FRQVLVWHQW ZLWK WKH VWUDWHJ\ UHJXODWRU\ UHTXLUHF
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 EXVLQHVVY VWUDWHJI\ REMHFWLYHV FRUSRUDWH FXOWXUH

a SURPRWLQJ ULVN DZDUHQHVYVY FXOWXUH ZLWKLQ WKH &RPSDQ\

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

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

$FWLYLWLHV LQ
7KH IROORZLQJ ZKLOH QRW LQWHQGHG WR EH H[KDXVWLYH LV D VXPPDU\ RI WKl
RU UHFRPPHQGHG WR WKH %RDUG IRU DSSURYDO GXULQJ WKH \HDU

a UHSRUWYV IURP WKH &52 ZKLFK SURYLGHG DQ RYHUYLHZ RI ULVN SURILOH DC
FXOWXUH F\EHU OLTXLGLW\ DQG IXQGLQJ FDSLWDO DGHTXDF\ FUHGLW RS
UHODWHG PLWLIJDQWY DQG FRQWLQXHG &29,' LPSDFWYV

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

VI\VWHPV DQG FRQWUROV UHSRUWV ZKLFK SURYLGHG DQ XSGDWH RQ WKH S
PDQDJHPHQW SURFHVVHVY DQG SURMHFWYV WR DFKLHYH WDUJHW VWDWH PDWXU

a ULVN IUDPHZRUNV DQG SROLFLHVY UHODWLQJ WR FUHGLW FDSLWDO PDQDJHPHC

FDSLWDO IXQGLQJ DQG OLTXLGLW\ SROLFLHVY DQG SODQQLQJ LQFOXGLQJ FRQ
DQG UHODWHG VWUHVV WHVW VFHQDULRYV

UHFRYSHWDQ@RLEXVLQHVY FRQWLQXLW\ PDQDJHPHQW DQG UHVLOLHQFH
SHULRGLF UHSRUWLQJ RQ PRGHO RYHUVLJKW SURYLGLQJ DQ RYHUYLHZ RI 8. F

WKH HIILFDF\ RI PDQDJHPHQW RYHUVLJKW DQG FRQWURO LQFOXGLQJ RSHUD\
SHUIRUPDQFH DQG WUHQGYVY PDWHULDO WKLUG SDUW\ RXWVRXUFLQJ UHJXODW

UHYLHZ RI WKH ORGHUQ 60DYHU\ $FW VWDWHPHQW DQG UHFRPPHQGDWLRQ IRU

a4 WKH %DQNxV ULVN PDQDJHPHQW LQIUDVWUXFWXUH LQFOXGLQJ DFWLRQV WDN
SHRSOH VNLOOV DQG V\VWHP FDSDELOLWLHYV DQG VSHFLILFDOO\ D GDWD PDQ
DQG

4 ORQH\ /DXQGHULQJ 2IILFHU V UHSRUW DQG )LQDQFLDO &ULPH 5LVN $VVHVVPH
UHSRUWLQJ LQFOXGLQJ 5XVVLDQ VDQFWLRQV DQG SROLFLHV

s Q- Q-

Q-

Q-
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1RPLQDWLRQ &RPPLWWHH
PHHWLQJV GXULQJ

DKDP % XF N®D QUG
WHU 68HUPBMW WLOO O0DUFK
HOOH\ ODOWRQ

:LOOLDPOHAREGU IURP O0DUFK

DW *

U
H
K

5HVSRQVLELOLWLHYV

7KH FRPPLWWHH KDV RIYHUDRIWKW UHVSRQV

a WKH FRPSRVLWLRQ VNLOOV H[SHULHQFH NQRZOHGJH LQGHSHQGHQFH GLYH
DQG IRU PDNLQJ UHFRPPHQGDWLRQV WR WKH %RDUG ZLWK UHJDUG WR DQ\ FKLC

a LGHQWLI\LQJ SHUVRQV ZKR KDYLQJ UHJDUG WR WKH FULWHULD ODLG GRZQ E\
%RDUG HYDOXDWLQJ WKH VXLWDELOLW\ RI VXFK SHUVRQV DQG PDNLQJ UHFRP

a4 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 UHVSRQVLELOLWLHV

$FWLYLWLHV LQ

7KH IROORZLQJ ZKLOH QRW LQWHQGHG WR EH H[KDXVWLYH LV D VXPPDU\ RI V
UHYLHZHG DQG RU DSSURYHG RU UHFRPPHQGHG WR WKH %RDUG IRU DSSURYDO G
WKH DSSRLQWPHQW RI -DQHW OF&RQNH\ DV ([HFXWLYH 'LUHFWRU IROORZLQ
WKH DSSRLQWPHQW RI :LOOLDP )DOO DV %RDUG &KDLU IROORZLQJ WKH UHV

WKH DSSRLQWPHQW RI +LODU\ *RUPOH\ DV 0DQDJLQJ 'LUHFWRU DQG DQ ([HF
5REHUW 0XOKDOO

WKH UHDSSRLQWPHQW RI *UDKDP %XFNODQG DQG 3DXO +RUQHU DKHDG RI \

Qo QO Q-

Q-

Q-

WKH VHDUFK SURFHVV LQFOXGLQJ WKH DSSRLQWPHQW RI DQ H[WHUQDO \
FRQGXFWLQJ LQWHUYLHZV IRU D &KDLU RI WKH %RDUG $XGLW &RPPLWWHH
5HVLOLHQFH $GYLVRU\ &RPPLWWHH ZKLFK UHVXOWHG LQ WKH DSSRLQWPH(
DV 1RQ ([HFXWLYH 'LUHFWRUV IURP -DQXDU\ UHVSHFWLYHO\

1RQ ([HFXWLYH 'LUHFWRU UHPXQHUDWLRQ ZLWK D SURSRVDO UHFRPPHQGH!
SURJUHVVHG WKURXJK WKH UHTXLUHG JRYHUQDQFH SURFHVVHYV

WKH LQGXFWLRQ SODQV IRU UHFHQWO\ DSSRLQWHG 1RQ ([HFXWLYH 'LUHFWR

WKH ERDUG VNLOOV PDWUL[ DQG ERDUG VXFFHVVLRQ SODQ LGHQWLI\LQJ D
DQG IXWXUH UHFUXLWPHQW RQ D VKRUW PHGLXP DQG ORQJ WHUP EDVLV

WKH H[HFXWLYH VXFFHVVLRQ SODQ

WKH PHPEH %RDUG FRPPLWWHHYVY UHVXOWLQJ LQ SURSRVLQJ WKH DSSRLQWP
%RDUG $XGLW &RPPLWWHH HIIHFWLYH -DQXDU\ WR WKH %RDUG

WKH LQWHUQDO ERDUG HIIHFWLYHQHVY HYDOXDWLRQ SURFHVV UHYLHZHG \
%RDUG WR DGGUHVYV DUHDV LGHQWLILHG IRU HQKDQFHPHQW DQG

WKH %RDUG 'LYHUVLW\ 3ROLF\ 7KH &RPPLWWHH UHPDBVQV'FRIPPEMWWHG WR |
IHPDOH UHSUHVHQWDWLRQ RQ WKH %RDUG ZDV H[FHHGLQJ WKH WDUJH

Q-

Qr QO

Qr Q-

Q-

Q-
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“RDBG'LUHFWRUYV

:LOOLDP )DOO *UDKDP % XFNODOQH3UDOGLQH &DVHAUDF\ 'XQOH\ 2ZHQ

,QGHSHQGHQW 1R®HQHRUW,IQGHSHQ GI-RIW([HEXWWRK 'LUBBWRBHQGHQW 1RQ ([HFXWLYH

&KDLU "HSXW\ &KDLU 'LUHFWRU DQG &KDLU RI WKH
7HFKQRORJ\ 2SHUDWLRQDO
5HVLOLHQFH $GYLVRU\
&RPPLWWHH

$SSRLQWHG WR WKH %RDUG

2FWREHU ODUFK 0D\ $SULO
&KDLU ODUFK

.H\ DUHDV RI H[SHUWLVH

" QYHVWPHQW DQG &RIWSIRLWDWH %DQN+XQRDQ 5HVRXUFHV5LVN $XGLW )LQDQFLDO
EDQNLQJ &RUSRUDWH 6HUYLFHV 7HFKQRORJ\ DQG
JLQDQFH 6DOHV DQG 7UDGLQJ 7UDQVIRUPDWLRQ

6NLOOV DQG H[SHULHQFH

6WDUWLQJ KLV EDQNLIQIPFERBHEHG %THUMODGY QH) MRLQHGE WK HKKBB WRHYQMW  \HDUVx
ZLWK .OHLQZRUW %HQMRR KHOG YD ULRKXSUIRD HYQXDU\H[SHURHWPQFH LQ JOREDO
:LOOLDP KDV LIQFRUSRUDWH EDKQHWL. @REWIRHAHQWLQPQ@H LIDW VHUYLFHY DQG LV
KHOG D QXPEHU RPRMRQRWR WKH ,Q¥HNMPRQWI! 3HRSOXHUUHQWO\ DQ LQGHSHQGHQW
H[HFXWLYH UROHV%WPRNDAKRIWH KH ZBRPPXQLFDWLRQV@RILGHMHBWWLYH GLUHFWRU DQG
LOQWHUQDWLRQDO 0DQPJEQDOLUHFWRUMVFRG, UHODQG *HBDRIGW@HH FKDLU IRU D
VHUYLFHV FRPSDQHHXW\ +HDG RI 8.Z2DV DOVR D PHPEMRBWWIOH R RI FRPSDQLHYV
FRYHULQJ FRUSR USRWS RUIDOHE L QD F*ﬂ':ﬁ GYZ\-‘I?IQDﬁLT\l/DUS%LRRIU7CVVRF§/|RL L o3
DQG LQYHVWEHQ W Y S v ¢ RKIHRLL%JDMUHQW *URX7SUBE>‘GKIPD’VK¢908 VHQLRU
VDOHV DQG WUDG IS&RM VEIFRWI-RUR W)H 6
HDOWK RI H[SHULHOF¥WLYH ILQDQFH UROHV LQ
DQG FRPPHUFLDO EBOMR WY WAL DUG DXGLW D¢
ZRUNLQJ FORVHO\ D¢ WHWLRR HWUR &
DQG UHWDLO EDQNLQJ LQFOXGLQJ 556 HIWHUODO vWENNKR L H
FUHGLW FDUGV Q [ Q UHVSRQVLELOLWLHYV DW YDULRX
%HIRUH KLV UHWLUHPHQW IURP

0.\ “U-DKIDPGLQH KDV ORBPERQIHY ZLWKLQ WKH 20G
b‘BD\SélDLLjQL J

0,

.LOOLDP LV FXUUHZNB 'LWHBP MR WEKBQRXJK FROMMAI SOF JURXS *XDUGLDQ

LoWHUQOWLRODO YXEYRHPAL) BPQNE 28 FAHUBOC BUIBEEVEERRIMR G k"o 2Ly
J LV D

oo oot R BRI

FRPSDQ\ DV ZHOOV &k

LRQ D®E FKRIMLVKHG EX MXUDQFH &RPSDQ\
GHVSROVLEHOGWUIRWP YLQJ dkfbﬁhﬂf@wv

RI 5LVN &RPPLWWHH IRBUDWH FOLHOWWRLOURKHYDWLRQV DW QDWLRQDO
&LWLEDQN *OREDO, R {UMWMNs ¥ ED o 1 @gmwgﬁ WDNLQJ XS KHU

RQH RI WKH ODUJHYMbpPy DQG DOVR ZXWYHQW UROH

vxevbatouLiy B BEERRVECLOTUT It oUESPI L vy oy
DUJH FRUSRUDW \8
¢ U SRWRY e B I

HUVLW\

:LOOLDP VWHSSHG GRZQ IURP &ROOHJH &RUN
&KDLU RI 08)* (XURSH WKH
PDMRU VXEVLGLDU\ RI -DSDQ V
ODUJHVW EDQN LQ 6LQFH

:LOOLDP KDV EHHQ RQ
WKH %RDUG RI WKH FKDULW\
+LVWRULF 5R\DO 3DODFHV

.H\ H{]WHUQDO DSSRLQWPHQWV

$PEDF $VVXUDQFH*®8DQDUG (27 /LPLWRQH 6LPSO\KHDOWK *URXS /LPLWHG
/ILPLWHG 6XQ /LIH $VVXUDQFH
&LWLIJURXS *OREDO ODUNHWYV &RPSDQ\ RI &DQDGD 8.
ILPLWHG /ILPLWHG (XURFOHDU 8.

,QWHUQDWLRQDO /LPLWHG
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-RH +LJJLQV 3DXO +RUQHU 6KHOOH\ ODOWR®HOHQ 1RUPR\OH
,QGHSHQGHQW 1RQQGHBX\@GHOW 1R QQGHBSWQGHOW 1R 1RQ ([HFXWLYH 'LUHFWRU
'LUHFWRU "LUHFWRU DQG &KDLILWHRWW K H

5LVN &RPPLWWHH
$SSRLQWHG WR WKH %RDUG
2FWREHU JHEUXDU\ '"HFHPEHU - X0\
.H\ DUHDV RI H[SHUWLVH
I1RUWKHUQ ,UHOD 5LVN *HQHUDO ODRIHUBIPWQRQV FXVBRWFPHLDLQDELOLW\ FXVWRPHU DC

%DQNLQJ LQ 5SHWDLO &RPPHUSHODWOHQFH SHRF®RMGXFW GLIJLWDO VWDNHKRO!
,QYHVWPHQW DQGGHD@HWWKLS WHFKmREDRIRHQW DQG FXOWXUH
%DQNLQJ RXWVRXUFLQJ GHYHORSPHQW

6NLOOV DQG H[SHULHQFH

-RH LV D FDUHHU BDQ@RHKUDYLKHOG D EXPEGIK\ RV FXUUHQWOE Q' LVHF WRIKO\
HIWHQVLYH H[SHUNHQERWRUWBHYV ZLRIK6¥%DYEDIM\\2SHUBWLHROMQFHG PDUNHWHHU ZLWK
8. DQG ,ULVK EDQMNIQW 5%6 LQFOXGLQILBWPE DW IRGDIRQHDUVx H[SHULHQFH LQ
PDUNHW &KLHI 5LVN 2IILFHU &52 FRQVXPHU PDUNHWLQJ DQG

IRU (XURSHDQ &RQYXPH NHW UHVHDUFK DFURVV D
'XULQJ KLV FDUHH)JL QOHQRBVEDVHG L Ewk FyT_'HQUFH CSD#G‘??J '@'FY @WRUV DQG
KHOG VHQLRU UROMVVROGRLQNERD | Y LQGXV\&JU\ i}f{@ Kbg
6FRWODQG +%26 BQ&E2KOR(\EAY¥ &RPPH ,EDMRU WUDQVIRUPDWLRQV. PW
%DQNLQJ *URXS LG G XRIMXPHU Ex,é/,#@ungHULDQ D%SJ%Q,@@%W RITWKH 8QLYHUVLW
+HDG RI ORUWJDJm/QmMXEVHTXHQWQ%c%u( PeSx FxvwRPIHLPHULFN' VKH VWDUWHG KHU
+%26 DQG &KLHI ([HEWWURBWLRQDO EPHAMOAHY RXxWVRYHHIUFLWK ,QIUDWHVW *I.
Rl %DQN RI 6FRWO®XWLQJ D ODUJH WWW XD D1 GERYHGDVRA RiHWPDQ\ JURP

,UHODQG +H OHG WK WRHHP WUDQVIRUPDWLRQWKHUH VKH PRYHG WR
WKDW VHW XS &HUWXV ZKLFK ORWRUROD ZKHUH VKH KHOG D
VXFFHVVIXOO\ GHOQLYHUHG WKH UDQJH RI UROHV LQFOXGLQJ

UXQ GRZQ RI WKH RO fRPe DSSRLOQWBIKBYZRXY UROHV LQROAFHU RI *OREDO
EXVLQHVV LQ ,UHdBE%/G&RXWWV  QWHOUMO@MLRIDODUHFWRB ORY Py  QvLIKWYV DQG

EDVHG LQ =XULFK 6HQYLFH DW ([SHULD ®® 0DUNHWLOJ DQG
“RH LV D )HOORZ RQQ¥APV DSSRLQOQWEHG KKEHHUDWLRQ! »é) RU Rl ODUNHWLQJ
LQVWLWXWH RI &KBgHYLHEH 21TLFHU K QRIORIWEIMLFHU TRU

$FFRXQWDQWYV LQQBM@B%EHQW RI WAKRUEOWI\GRVE (XURSHL | 7RUNLQJ LQ EURDGFDVW
LQ ODUFK 3DX0 ZDV D DQG WHOHFRPV UHJXODWLRQ DV
-RH LV FXUUHQWO L RRdLHFRWLYH LM \m GV DQIFRP DV WKH 'LUHFWRU RI
&KRLFH +RXVLQJ ,6ROWYy .QWHUQD LS RODWHHW 5HVHDUFK +HOHQ
ZKHUH KH LV DOVR &KDILUTRl ZDV DO¥YRDUWHUHG ,QVWKMBWH RUNHWLQJ 'LUHFWRU DQC
WKH )LQDQFH &RPPLUIWWIRY RI SLVNoPYORAVYY IBO G LV B KILDGOODMMWLQJI 211LFHU
7JUXVWHH RI %RZH® R FHY OHIW 5%8) WKH & KDUWHUHGR @YW DWXWIHRb % & ') 6

8. DQG PHPEHU RI WKHLU BHUVRQQHO DQG &RXQWU\ZLGH DQG %RRWYV
JLQDQFH DQG 5LVNSDXO ZDV DSSRLQWHGE QREIRHQW ZKHUH VKH ZDV DOVR WKH
&RPPLWWHH &KDLUPDQ RI $ULRQ %DQN LQ &KDLU DQG 'LUHFWRU RI WKH
DQG LV DOVR D PHPEHU %RRWV &KDULWDEOH 7UXVW
Rl D QXPEHU RI WKH %RDUG
&RPPLWWHHY +H LV DOVR +HOHQ DOVR VHUYHV RQ WKH
FXUUHQWO\ &KDLU RI WKH %RDUG %RDUG RI $O0OLHG ,ULVK %DQNV
5LVN &RPPLWWHH DW /+9 8. S OFDVDI1RQ ([HFXWLYH
DQG D PHPEHU RI WKH $XGLW ‘LUHFWRU DQG ZDV DSSRLQWHG
1RPLQDWLRQ DQG 6HQLRU ,QGHSHQGHQW 'LUHFWR
5HPXQHUDWLRQ &RPPLWWHHV ZLWK HIIHFW IURP -XO\

+HOHQ LV &R IRXQGHU DQG
(IHFXWLYH 'LUHFWRU RI1 0\
OHQRSDXVH &HQWUH DQG
1RQ ([HFXWLYH 'LUHFWRU RI
7KDPH DQG /RQGRQ /WG

.H\ HIWHUQDO DSSRLQWPHQWYV

&KRLFH +RXVLQJ ,BHIOP@ S*HDQN 1RQH 0\ OHQRSDXVH &HQWUH
/ILPLWHG /+9 8. /ILPLWHG /ILPLWHG
%RZHO &DQFHU 8. /LPLWHG 7KDPH DQG /RQGRQ /LPLWHG
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$,% *URXS 8. S OF $QQXDO )LQDQFLDO 5HSRUW



SRIJHU 3HUNLQ +LODU\ *RUPOH\ -DQHW OF&RQNH\
,QGHSHQGHQW 1RQ ([HARWWYMWH 'LUHFWRLU ([HFXWLYH 'LUHFWRU DQG &KLHI

'LUHFWRU DQG &KDL U LRIHPWR W JLQDQFLDO 2IILFHU
&RPPLWWHH

$SSRLOQWHG WR WKH %RDUG

O0DUFK -XQH -DQXDU\

.H\ DUHDV RI H[SHUWLVH

JLODQFH $XGLW %D 5HWDLO &RPPHUFLD )LQDQFH 6WUDWHJ\ ODUNHWYV
5HIXODWLRQ DQG 5L &RUSRUDWH %DQNLC

6NLOOV DQG H[SHULHQFH

$ &aKDUWHUHG $FFRXQWOQW EDV RYHU \HD@WW KDV RYHU \HDUV
SURIHVVLRQ 5RJHU MREBHGHEUPMKXQY $,% HQEMWRALBQHH LQ EDQNLQJ 6KH
<RXQJ VXEVHTXHQWQ@LGHID®G YDULHG FDWWBUWH® KWW FDUHHU ZLWK OHUULOO
<RXQJ LQ ZKHUHWHNDLO FRPPHUFLDO @RXGEFRBBRUNDRLOLQJI $,% ZKHUH
EHFDPH D 3DUWQHU LEDQNLMYGKROGLQJ DVEXPEHOGRD QXPEHU Rl VHQLRU
UHPDLQHG LQ UROH XQMWL® W W O BN PO O HPBQRH WRIORPY LQFOXGLQJ +HDG RI
LQ DFURVV GLIITHUHQW JHRJXOBWRHM 5HSRUWLQJ DQG +HDG

RI ODQDJHPHQW 5HSRUWLQJ IRU

WKH &DSLWDO ODUNHWY GLYLVLRQ
5RJHU SUHYLRXVO\ KHOGDWRERD® VXFFHVVIXOO\

SRVLWLRQV DW 1DWLRRZSEGHWHGE ODGQRYREHU RI

6RFLHW\ JULHQGYV /L IHQWRDUSLIMH VW UDWHIQRA VS ZIDRUD WL VP HRREHU RI WKH

/WG (YROXWLRQ *URMXBHS®FUHIBW *URXS WHRIPPOHDVERQIVLEOH IRU OHDGLQJ

,&$3 SOF DQG (OHFW WIVBDMMHMA FKDQJH SURM DPIPMVDWREXEOLF 211HULQJ LQ

(TXLW\ SOF FRPSOHWLQJ ODUJH SRUWLROLRHVSRQVLELOLW\ IRU
WUDQVDFWLRQV ILQDQFLDO PRGHOOLQJ DQG WKH

HTXLW\ VWRU\ $V +HDG RI 'HEW
YHVWRU 5HODWLRQV VKH ZRUNHG

+LODU\ KROGV D %DFK L%M EHEWIWUDQVDFWLRQV EHIRUH

LQ J)LQDQFLDO 6HUYLGHWIYEPKS KHU FXUUHQW UROH ZLWK
8QLYHUVLW\ &ROOHJIH XEOLQ KDV

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

.H\ HIWHUQDO DSSRLQWPHQWYV

+DUJUHDYHV /DQVGRZ®HS®FWKPD 6RFLHW\IRIQWHODQG
&KDULWLHV $LG )RXQGDWLRQ
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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

6WUDWHJILF UHSRUW 3DJHV
5LVN PDQDJHPHQW UHSRUW 3DJHV
&RUSRUDWH JRYHUQDQFH UHSRUW 3DJHV
JLODQFLDO VWDWHPHQWYV 3DJHV

6SHFLILFDOO\ DQ LQGLFDWLRQ RI OLNHO\ IXWXUH GHYHORSPHQWYV LV JLYHQ LQ
PDQDJHPHQW RQ SDUIBDQFLDO LQVWUXPRAGWYE&HYRGWMY DIWHU WKH UHSRUWLQJ «

SHVXOWYV

2XU SURILW DIWHU WD[ IRUWKH \HDUHQBHG d'HFPRENQG ZDAD¥DOFXODWHG DV
WKH FRQVROLGDWHG LQFRIRH VWDWHPHQW RQ SDJH

'LYLGHQGYV
‘H GLG QRW SD\ D GLYLGHQG GXULQJ WKH \HDWEDRGHG '"HFHPEHU
3ROLWLFDO GRQDWLRQV

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

SHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV
7KH &RPSDQ\ GRHV QRW XQGHUWDNH IRUPDO UHVHDUFK DQG GHYHORSPHQW DFW

DQG SURGXFWV LQ HDFK RI LWV EXVLQHVV OLQHV LQ WKH RUGLQDU\ FRXUVH F
&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

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

'LUHFWRUV DQG &RPSDQ\ 6HFUHWDU\

7KH FRPSRVLWLRQ RI WKH %RDUG DQG WKH QDPHV RI 'LUHFWIEIJV?BQM DRAD O R HIF®IP
%RDUG FKDQJHV RFFXUUHG GDWHY HVIKREZW IURP WKH

a (OL]DEHDMXOLVVH\ UHVLJQHG DV WKH &RPSDQ\ 6HFUHWDU\ RQ -DQXDU\ D (
-DQXDU\

a4 -DQHW OF&RQNH\ ZDV DSSRLQWHG DV DQ ([HFXWLYH 'LUHFWRU RQ -DQXDU\

a 3HWHU 6SUDWW UHVLJQHG DV &KDLU RQ ODUFK

a :LOOLDP )DOO ZDV DSSRLQWHG DV &KDLU RQ ODUFK

a4 S5REHUW OXOKDOO UHVLJQHG DV DQ ([HFXWLYH 'LUHFWRU RQ -XQH

a +LODU\ *RUPOH\ ZDV DSSRLQWHG DV DQ ([HFXWLYH 'LUHFWRU RQ -XQH

a $QQH :HDWKHUVWRQ ZDV DSSRLQWHG DV D 1RQ ([HFXWLYH 'LUHFWRU RQ -DQ

4 $QGUHZ :RRVH\ ZDV DSSRLQWHG DV D 1RQ ([HFXWLYH 'LUHFWRU RQ -DQXDU\

1R VLIJQLILFDQW FRQWUDFWYV H[LVWHG EHWZHHQ WKH %DQN RU LWV VXEVLGLDU
\HDU
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,QGHSHQGHQW DGYLFH

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 DUUDQJHPHQWYVY ZKLFK DUH G
VL]H DQG QDWXUH )XUWKHU GHWDLOV RQ RXU JRYHUQDQFH DUUDQJHPHQWYV FDQ

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

*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

O9LDELOLW\ VWDWHPHQW

‘H KDYH FRQVLGHUHG WKH YLDELOLW\ RI $,% 8. *URXS WDNLQJ LQWR DFFRXQW \
IDFHV :H SHUIRUPHG RXU DVVHVVPHQW RYHU WKH QH[W WKUHH \HDUV JLYHQ LW
ZKLFK LV UHIUHVKHG DQQXDOO\

‘H KDYH DOVR FRQVLGHUHG WKH FXUUHQW ILQDQFLDO SHUIRUPDQFH IXQGLQJ O
DV VHW RXW LQ WKH )LQDQFLDQG5 MWL 2RI SODBFH DQG RYHUVLIJKW WKURXJK Z
VHHNV ZKHUH SRVVLEOH WR UHGXFH LWV ULVNV DV GHVFULEHG RQ SDJHV  WR
SULQFLSDO ULVNV IDFLQJ $,% 8. *URXS DV SDUW RI WKH 05% SURFHVV LQFOXG
RSHUDWLRQV JRYHUQDQFH DQG LQWHUQDO FRQWURO V\WWHPV 7KH GHWDLOV RI

:KLOH ZH DFNQRZOHGJH WKDW RQJRLQJ RSHUDWLRQV RI $,% 8. *URXS DUH UHO
VHUYSBRYIDIHU WKH DGGLWLRQDO UHOLDQFH RQ IXQGLQJ IURP WKH 3DUHQW *URX
IRU $,% BH EHOLHYH EDVHG RQ RXU DVVHVVPHQW WKDW WDNLQJ LQWR DFFRXQV
WR WKH LGHQWLILHG SULQFLSDO ULVNV $,% 8. *URXS ZLOO EH DEOH WR FRQWLQ
RYHU WKH WKUHH \HDU SHULRG

‘H KDYH VDWLVILHG RXUVHOYHV WKDW ZH KDYH WKH HYLGHQFH QHFHVVDU\ WR V)
RI WKH LQWHUQDO FRQWURO HQYLURQPHQW LQ SODFH WR PLWLJDWH ULVN

,QWHUQDO FRQWUROV

%RDUG JRYHUQDQFH DQG FRQWUROV

‘H DUH UHVSRQVLEOH IRU WKH %DQNxV V\VWHP RI LQWHUQDO FRQWUROV DQG |
LQWHUQDO FRQWUROV FROQWULEXWHV WR VDIHIJXDUGLQJ WKH %DQNxV DVVHWYV +
UHPRYH WKH ULVN Rl IDLOXUH WR DFKLHYH EXVLQHVVY REMHFWLYHV DQG RQO\
DJDLQVW PDWHULDO PLVVWDWHPHQW RU ORVYV

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

a D FOHDU PDQDJHPHQW VWUXFWXUH ZLWK DSSURSULDWH OHYHOV RI UHVSRQVL

a4 DQQXDO SODQQLQJ EXGJHWLQJ EXVLQHVV UHYLHZ DQG ILQDQFLDO UHSRUWLQ
DUHDV RI WKH EXVLQHVV LQFOXGLQJ WKRVH UHODWHG WR RSHUDWLRQDO DQG

4 UHJXODU LQGHSHQGHQW UHYI8HZZ DQG WHS RKW L%R DU WXELW DQG 5LVN &RPPL
SDUWV RI WKLV FRQWURO WKURXJK WKH 5LVN ODQDJHPHQW )LQDQFH ,QWHUQ

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

a4 FRPSOLDQFH ZLWK ORFDO ODZV DQG WKH UHJXODWLRQV DQG JXLGHOLQHV VHW

Q-

‘H UHFHLYH UHSRUWYVY WKDW JLYH XV D YLHZ RI WKH VLIJQLILFDQW ULVNV LQFOXC
RI RXU VA\VWHP RI LOQWHUQDO FRQWUROV LQ PDQDJLQJ WKHVH ULVNV :H DOVR Ut
$XGLW IXQFWLRQ RQ WKH HIITHFWLYHQHVY RI LQWHUQDO FRQWUROV DQG ORRN |
FRQWURO IDLOLQJV RU ZHDNQHVVHYV LGHQWLILHG E\ WKH *URXS ,QWHUQDO $XGLW
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&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] WHUQ@PMX & HOS OL(
DVVXUHG WKDW LI WKH\ UDLVH D FRQFHUQ LQ JRRG IDLWK ZH ZLOO QRW WROHUD

6XSHUYLVLRQ 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\

7KH %DQN KDV UHJXODU DQG RSHQ FRPPXQLFDWLRQ ZLWK WKH 35% )&$ (&% DQC
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\ FKDQJH

/JHILVODWLYH FKDQJHYV
"XULQJ WKH 8. KDV FRQWLQXHG WR UHPDLQ DOLJQHG WR H[LVWLQJ (8 UHJXOD
+RZHYHU WKH DQQRXQFHPHQW GXULQJ RI WKH SURSRVHG LQWURGXFWLRQ RI \
%LOO NQRZQ DV WKH %UH[LW JUHHGRPV %LOO LV OLNHO\ WR UHVXOW LQ FKDQJF
%DQN ZLOO FRQWLQXH WR PRQLWRU WKHVH GHYHORSPHQWY DQG UHDFW RQ WKH

5HIXODWRU\ FKDQJHV WR HQKDQFH FRPSHWLWLRQ
JROORZLQJ WKH &RPSHWLWLRQ DQG ODUNHWV $XWKRULW\ 5HWDLO %DQNLQJ 0DU
FKDUJHG ZLWK GHVLJQLQJ DQG LPSOHPHQWLQJ DQ 2SHQ %DQNLQJ )UDPHZRUN
,PSOHPHQWDWLRQ (QWLW\ 7KH 2SHQ %DQNLQJ LQIUDVWUXFWXUH KDV EHHQ EX
LQWURGXFHG WR RQOLQH EDQNLQJ WR EHWWHU SURWHFW FXVWRPHUV IURP IUD.
WKH 8. GXULQJ WKH FRXUVH RI

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 DEC
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 '
EDVHG DSSURDFK DQG VHWV KLJKHU H[SHFWDWLRQV IRU WKH VWDQGDUG RI FDU}I
QHZ 3ULQFLSOH UHTXLULQJ ILUPVY WR DFW WR GHOLYHU JRRG RXWFRPHV IRU U}
UXOHY DQG IRXU RXWFRPHVY WKH &RQVXPHU 'XW\ LV DLPHG DW HQVXULQJ WKD\
XQGHUVWDQG SURGXFWV DQG VHUYLFHV WKDW PHHW WKHLU QHHGYV DQG RIIHU
ZKHQ WKH\ QHHG LW
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7KH %RDUG DSSURYHG DQ LPSOHPHQWDWLRQ SODQ LQ 2FWREHU DQG H[HUFL\
WRZDUGV WKH LPSOHPHQWDWLRQ GDWH

BWUHDPWQBUE DQG FDUERQ UHSRUWLQJ

‘H KDYH SURYLGHG GHWDLOV RQ W HQHUJ\ FRQVXPSWLRQ DQG UHODWHG FD
RSHUDWLRQV LQ $,% 8. LQ WKH 6XV LGREVAMWLQ/AFRWERDD QFRIPZEWXKHWKH UHTXL
OHGLXP 6L]HG &RPSDQLHYV DQG *URXSV $FFRXQWV B5HSRUWV 5HJXODWLRQV

&ROOHBQABIHPHQW

‘H KDYH D GHGLFDWHG LQWHUQDO FRPPXQLFDWLRQV IXQFWLRQ WR HQVXUH RXU
QHHG WR FRQWULEXWH WR DFKLHYLQJ WKH %DQNxV YLVLRQ DQG VWUDWHJ\ 2XL
IDFWRUV DUH WUDQVSDUHQW DQG GHOLYHU VSHFLILF FRPPXQLFDWLRQV DURXQ(
DGGUHVV WRSLFDO PDFURHFRQRPLF HYHQWY DQG KRZ WKHVH PLIJKW LPSDFW RX
SURYLGHG WKURXJKRXW WKH \HDU RQ WKH VWUDWHJILF LPSOHPHQWDWLRQ YROX
WKH EXVLQHVY 7KLV DOVR LQFOXGHG 4 $ VHVVLRQV ZLWK WKH 8. /HDGHUVKLS 7H

‘H KDYH FRQVWUXFWLYH ZRUNLQJ UHOBW HR/@EIE B GWHVREZK F DPOGHPREAWUXOWHG UHJX
UbQJH 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 HQJDJHPHQMW
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 LQGHPQLWLHYVY WR HDFK RI LWV 'LUHFWRUV DQG PDG
GHILQHG E\ 6HFWLRQ Rl WKH &RPSDQLHV $FW IRU RXU 'LUHFWRUV 7KHVH Z

,QGHSHQGHQW DXGLWRU DQG DXGLW LQIRUPDWLRQ
'"HORLUWBWBWDWXWRU\ $XGLWRUV ZHUH DSSRLQWHG DV RXU DXGLWRU DQG WKRVH

DSSRLQWHG DV DXGLWRU RI WKH &RPSDQ\ DW WKH ODVW $*0 KHOG RQ 0D\

+DYLQJ VHUYHG DV $,% 8. V VWDWXWRU\ DXGLWRU IRU WKH PD[LPXP OHJDOO\ St
'"HORLWWH //3 LQWHQG WR UHVLJQ XSRQ FRQFOXVLRQ RI WKH ILQDQFLDO \HDU

$ IRUPDO H[WHUQDO DXGLW WHQGHU SURFHVV ZDV FRPSOHWHG E\ WKH $,% *URX
$,% 8. RQ EHKDOI RI WKH $,% *URXS SOF %RDUG DQG VXEVLGLDU\ HQWL
BULFHZDWHUKRXVH&RRSHUV 3Z2& ZHUH VHOHFWHG DV WKH SURSRVHG QHZ VW
HQGLQJ 'HFHPEHU DQG WKLV ZzDV VXEVHTXHQWO\ DSSURYHG E\ WKH %RDUG

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

a WKH\ KDYH WDNHQ DOO WKH VWHSV 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

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

ity fud]

+LODU\ *RUPOH\
ODQDJLQJ 'LUHFWRU

ODUFK
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6WDWHPHQW RI 'LUMHENWRAUWx UHVSRQ

7KH IROORZLQJ VWDWHPHQW LV PDGH ZLWK D YLHZ WR GLVWLQJXLVKLQJ IRU V
'LUHFWRUV DQG RUIQVKHOIDWILAMRWR WKH ILQDQFLDO VWDWHPHQWY W VKRXOG E|
$XGLWRU V UHVSRQVLELOLWLHYV VHW RXW LQ WKHLU $XGLW 5HSRUW

7KH 'LUHFWRUV DUH UHVSRQVLEOH IRU SUHSDULQJ WKH $QQXDO )LQDQFLDO 5HS
VWDWHPHQWY LQ DFFRUGDQFH ZLWK DSSOLFDEOH ODZ DQG UHJXODWLRQV

&RPSDQ\ ODZ UHTXLUHV WKH 'LUHFWRUV WR SUHSDUH JURXS DQG SDUHQW FRPS
8QGHU WKDW ODZ WKH 'LUHFWRUV KDYH HOHFWHG WR SUHSDUH ERWK WKH JU
DFFRUGDQFH ZLWK ,)56V DV DGRSWHG E\ WKH 8. 8QGHU FRPSDQ\ ODZ WKH 'LUHF
WKH\ DUH VDWLVILHG WKDW WKH\ JLYH D WUXH DQG IDLU YLHZ RI WKH VWDWH R
SURILW RU ORVV RI WKH JURXS DQG SDUHQW FRPSDQ\ IRU WKDW SHULRG

,Q SUHSDULQJ WKHVH |LQWDIQF LIDWDHEW B WW PHGWIMHTXLUHG WR

> VHOHFW VXLWDEOH DFFRXQWLQJ SROLFLHY DQG WKHQ DSSO\ WKHP FRQVLVWHC
PDNH MXGJHPHQWY DQG HVWLPDWHY WKDW DUH UHDVRQDEOH DQG SUXGHQW
VWDWH WKDW WKH ILQDQFLDO VWDWHPHQWY FRPSO\ ZLWK ,)56V DV DGRSWHG
SUHSDUH WKH ILQDQFLDO VWDWHPHQWY RQ WKH JRLQJ FRQFHUQ EDVLV XQOH\
SDUHQW FRPSDQ\ ZLOO FRQWLQXH LQ EXVLQHVYV

(eXe oo

7KH 'LUHFWRUV DUH UHVSRQVLEOH IRU NHHSLQJ DGHTXDWH DFFRXQWLQJ UHFRUCG
FRPSDQ\xV WUDQVDFWLRQV DQG GLVFORVH ZLWK UHDVRQDEOH DFFXUDF\ DW DQ\
FRPSDQ\ DQG HQDEOH WKHP WR HQVXUH WKDW WKH ILQDQFLDO VWDWHPHQWYV FF
UHVSRQVLEOH IRU VDIHJXD UGSBULRXNEWK I DYNOW \FRPSVKH DQG KHQFH IRU WDNLQJ U
SUHYHQWLRQ DQG GHWHFWLRQ RI IUDXG DQG RWKHU LUUHJXODULWLHV

7KH 'LUHFWRUV DUH UHVSRQVLEOH IRU WKH PDLQWHQDQFH DQG LQWHJULW\ RI W]
FRPSDQ\xV ZHEVLWH /HJLVODWLRQ LQ WKH 8QLWHG .LQJGRP JRYHUQLQJ WKH
VWDWHPHQWY PD\ GLIIHU I[URP OHJLVODWLRQ LQ RWKHU MXULVGLFWLRQYV

5HVSRQVLELOLW\ VWDWHPHQW

(DFK Rl WKH 'LUHFWRUV ZKRVH QDPHV D Q &l WRFRRIOR BFRPDNKH CELHAWH & | RIQK $ID WHNQ R ;

O WKHQDQFLDO VWDWHPHQWY SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56V DV DGRS!
DVVHWV OLDELOLWLHV ILQDQFLDO SRVLWLRQ DQG SURILW RI WKH SDUHQ
FRQVROLGDWLRQ WDNHQ DV D ZKROH

O WKH VWUDWHJILF UHSRUW LQFOXGHV D IDLU UHYLHZ Rl WKH GHYHORSPHQW Dt
WKH SDUHQW FRPSDQ\ DQG WKH XQGHUWDNLQJV LQFOXGHG LQ WKH FRQVROLG
RI WKH SULQFLSDO ULVNV DQG XQFHUWDLQWLHY WKDW WKH\ IDFH DQG

O WKH $QQXDO )LQDQFLDO 5HSRUW DQG ILQDQFLDO VWDWHPHQWY WDNHQ DV D
SURYLGH WKH LQIRUPDWLRQ QHFHVVDU\ IRU VKDUHKROGHUWVSWRLWVREVY QW
SHUIRUPDQFH EXVLQHVV PRGHO DQG VWUDWHJ\

7KLY UHVSRQVLELOLW\ VWDWHPHQW ZDV DSSORYHIG B\QWKIH WRDQIBCRR QL UWNWERHK\D

ety ]

+LODU\ *RUPOH\
ODQEDJLQJ 'LUHFWRU

ODUFK
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' QGHSHQGHQW $XGLWRU V UHSRUW

,QGHSHQGHQW DXGLWRU V UHSRUW WR WKH PHPEHUV RI $,% *URXS 8. S

SHSRUW RQ WKH DXGLW RI WKH ILQDQFLDO VWDWHPHQWYV

2SLQLRQ

,Q RXU RSLQLRQ

O WKH ILQDQFLDO VWDWHPHQWYVY RI $,% *URXS 8. S OF WKH OSDUHQW FRPSDQ
DQG IDLU YLHZ RI WKH VWDWH Rl WKH JURXSxV DQG RI WKH SDUHQW FRPSDQ
JURXSxV SURILW IRU WKH \HDU WKHQ HQGHG

O WKH JURXS ILQDQFLDO VWDWHPHQWY KDYH EHHQ SURSHUO\ SUHSDUHG LQ
LQWHUQDWLRQDO DFFRXQWLQJ VWDQGDUGY DQG ,QWHUQDWLRQDO )LQDQFLEC
,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGY %RDUG ,$6%

O WKH SDUHQW FRPSDQ\ ILQDQFLDO VWDWHPHQWY KDYH EHHQ SURSHUO\ SUHSD
LQWHUQDWLRQDO DFFRXQWLQJ VWDQGDUGY DQG DV DSSOLHG LQ DFFRUGDQF
DQG

O WKH ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK W

KDYH DXGLWHG WKH ILQDQFLDO VWDWHPHQWY ZKLFK FRPSULVH

WKH FRQVROLGDWHG LQFRPH VWDWHPHQW

WKH FRQVROLGDWHG DQG SDUHQW FRPSDQ\ VWDWHPHQWYV RI FRPSUHI
WKH FRQVROLGDWHG DQG SDUHQW FRPSDQ\ VWDWHPHQWYV RI ILQDQFL
WKH FRQVROLGDWHG DQG SDUHQW FRPSDQ\ VWDWHPHQWY RI FKDQJH\
WKH FRQVROLGDWHG DQG SDUHQW FRPSDQ\ VWDWHPHQWYV RI FDVK 10
WKH UHODWHG QRWHV WR

[eJeZeXeoZeNex I

7KH ILQDQFLDO UHSRUWLQJ IUDPHZRUN WKDW KDV EHHQ DSSOLHG LQ WKH SU
DSSOLFDEOH ODZ 8QLWHG .LQJGRP DGRSWHG LQWHUQDWLRQDO DFFRXQWLQJ V
ILQDQFLDO UHSRUWLQJ IUDPHZRUN WKDW KDV EHHQ DSSOLHG LQ WKH SUHSDUD
DSSOLFDEOH ODZ DQG 8QLWHG .LQJGRP DGRSWHG LQWHUQDWLRQDO DFFRXQWLQ
SURYLVLRQV RI WKH &RPSDQLHV $FW

%DVLV IRU RSLQLRQ
'H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO 6WDQGDUGV
2XU UHVSRQVLELOLWLHV XQGHU WKRVH VWDQGDUGV DUH IXUWKHU GHVFULEHG
ILQDQFLDO VWDWHPHQWY VHFWLRQ RI RXU UHSRUW

‘H DUH LQGHSHQGHQW Rl WKH JURXS DQG WKH SDUHQW FRPSDQ\ LQ DFFRUGDQFF
WR RXU DXGLW RI WKH ILQDQFLDO VWDWHPHQWY LQ WKH 8. LQFOXGLQJ WKH
6WDQGDUG DV DSSOLHG WR SXEOLF LQWHUHVW HQWLWLHV DQG ZH KDYH IXOILO
WKHVH UHTXLUHPHQWYVY 7KH QRQ DXGLW VHUYLFHV SURYLGHG WR WKH JURXS DQ!

WR WKH ILQDQFLDO VWDWHPHQWY :H FRQILUP WKDW ZH KDYH QRW SURYLGHG
(WKLFDO 6WDQGDUG WR WKH JURXS RU WKH SDUHQW FRPSDQ\

‘H EHOLHYH WKDW WKH DXGLW HYLGHQFH ZH KDYH REWDLQHG LV VXIILFLHQW DQC(
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' QGHSHQGHQW $XGLWRU V UHSRUW

6XPPDU\ RI RXU DXGLW DSSURDEK
AN AR MANEIR! 7KH NH\ DXGLW PDWWHUV WKDW ZH LGHQWLILHG LQ WKH F

O /RDQ ORVV SURYLVLRQLQJ DQG
O 7KH DSSURSULDWH PHDVXUHPHQW RI WKH GHIHUUHG WD

7KHVH PDWWHUV DUH FRQVLVWHQW ZLWK WKH SULRU \HDL

(OEPAVACNUNNNORRIAY 7KH PDWHULDOLW\ WKDW ZH XVHG IRU WKH JURXS ILQDQFLDO VWD
ZDV GHWHUPLQHG RQ WKH EDVLV RI Rl VKDUHKROGHUXxV HTXLW

6FRSLQJ 2XU DXGLW ZDV VFRSHG E\ REWDLQLQJ DQ XQGHUVWDQGLQJ RI W
SURFHVVHVY DQG FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ DQG DV
D JURXS OHYHO 7KH JURXS DQG WKH SDUHQW FRPSDQ\ DUH WUHI
VLQJOH DJJUHIJDWHG VHW RI ILQDQFLDO LQIRUPDWLRQ WKDW ZDV |
WHDP

7TKHUH KDYH EHHQ QR VLIJQLILFDQW FKDQJHV LQ RXU DXGLW DSSUR

&RQFOXVLRQV UHODWLQJ WR JRLQJ FRQFHUQ

,Q DXGLWLQJ WKH ILQDQFLDO VWDWHPHQWY ZH KDYH FRQFOXGHG WKDW WKH 'LL
LQ WKH SUHSDUDWLRQ RI WKH ILQDQFLDO VWDWHPHQWYV LV DSSURSULDWH

2XU HYDOXDWLRQ Rl WKH 'LUHFWRUVx DVVHVVPHQW RI WKH JURXSxV DQG SDUHC

FRQFHUQ EDVLV RI DFFRXQWLQJ LQFOXGHG

O REWDLQLQJ DQG UHDGLQJ PDQDJHPHQWxV JRLQJ FRQFHUQ DVVHVVPHQW LC
DVVXPSWLRQV DQG MXGJHPHQWY PDGH E\ PDQDJHPHQW

O FRQVLGHULQJ PDQDJHPHQW=xV ILQDQFLDO SURMHFWLRQV DQG HYDOXDWLQJ |
FDSLWDO DQG OLTXLGLW\ ZLWK VSHFLILF FRQVLGHUDWLRQ RI WKH LPSOHF
DVVRFLDWHG IXQGLQJ SODQ

O ZLWK WKH LQYROYHPHQW RI RXU UHJXODWRU\ VSHFLDOLVWY UHDGLQJ WKt
FRQVLGHULQJ PDQDJHPHQWxV FDSLWDO DQG OLTXLGLW\ SURMHFWLRQV HYD
SODXVLEOH VWUHVV VFHQDULRY DQG FRQVLGHULQJ ZKHWKHU WKH PLWLJDWLC
VHYHUH EXW SODXVLEOH VWUHVV VFHQDULR ZHUH UHDVRQDEOH

O UHDGLQJ FRUUHVSRQGHQFH ZLWK UHJXODWRUV WR XQGHUVWDQG WKH JURXSx

O DVVHVVLQJ WKH KLVWRULFDO DFFXUDF\ RI IRUHFDVWY SUHSDUHG E\ PDQDJHP}

O FRQVLGHULQJ WKH DSSURSULDWHQHVV RI WKH GLVFORVXUHV PDGH LQ WKH ILC

%DVHG RQ WKH ZRUN ZH KDYH SHUIRUPHG ZH KDYH QRW LGHQWLILHG DQ\ PDWHL
WKDW LQGLYLGXDOO\ RU FROOHFWLYHO\ PD\ FDVW VLJQLILFDQW GRXEW RQ WK
JRLQJ FRQFHUQ IRU D SHULRG RI DW OHDVW WZHOYH PRQWKY IURP ZKHQ WKH ILQ

2XU UHVSRQVLELOLWLHY DQG WKH UHVSRQVLELOLWLHV RI WKH 'LUHFWRUV ZLWK
VHFWLRQV RI WKLV UHSRUW
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' QGHSHQGHQW $XGLWRU V UHSRUW

.H\ DXGLW PDWWHUYV

.H\ DXGLW PDWWHUV DUH WKRVH PDWWHUV WKDW LQ RXU SURIHVVLRQDO MXGJ|
ILQDQFLDO VWDWHPHQWY RI WKH FXUUHQW SHULRG DQG LQFOXGH WKH PRVW \
ZKHWKHU RU QRW GXH WR IUDXG WKDW ZH LGHQWLILHG 7KHVH PDWWHUV LQF
RYHUDOO DXGLW VWUDWHJ\ WKH DOORFDWLRQ RI UHVRXUFHV LQ WKH DXGLW DQ

7KHVH PDWWHUV ZHUH DGGUHVVHG LQ WKH FRQWH[W RI RXU DXGLW RI WKH ILQ
RSLQLRQ WKHUHRQ DQG ZH GR QRW SURYLGH D VHSDUDWH RSLQLRQ RQ WKHVH F

/IRDQ ORVV SURYLVLRQLQJ

H\ DXGLW PDWSNHEHWDLOHG LQ WKH VXPPDU\ Rl FULWLFDO DFFRXQWLQ
GHVFULSWLRQ FUHGLW ULVN GLVFORVXUHV LQ QRWH WKH LGHQWLI
LPSDLUHG ORDQV DQG WKH HVWLPDWLRQ RI H[SHFWHG F
LV LQKHUHQWO\ XQFHUWDLQ DQG UHTXLUHV VLJQLILFDQ
RQJRLQJ KLJK OHYHO Rl XQFHUWDLQW\ LQ WKH PDFURHF
DVVRFLDWHG MXGJHPHQWY DQG OHYHO RI HVYWLPDWLRQ X
\HDU :H KDYH GHWHUPLQHG WKDW WKHUH LV D ULVN RI H

$W 'HFHPEHU WKH JURXS UHSRUWHG d P d P

FXVWRPHUV RI d P d P UHVXOWLQJ LQ DQ (&/ F

7KH PRVW VLJQLILFDQW MXGJHPHQWYV LQ UHVSHFW RI WKt

O WKH LGHQWLILFDWLRQ RI VLJQLILFDQW LQFUHDVHV LC
SRUWIROLR

O WKH YDOXDWLRQ RI FROODWHUDO IRU 6WDJH DQG
PDWHULDO H[SRVXUHV DV ZHOO DV WKH YDOXDWLRQ
XVHG LQ WKH HVWLPDWLRQ RI (& IRU PDWHULDO LQGL
DQG

e WKH FRPSOHWHQHVV Rl SRVW PRGHO DGMXVWPHQWV
OLPLWDWLRQV LQFOXGLQJ WKRVH LGHQWLILHG WKURX

+RZ WKH VFRSHHRREWDLQHG DQ XQGHUVWDQGLQJ RI WKH UHOHYDQW FR(
RXU DXGLW UHOSERQGWGROV WKDW SURYLGH DVVXUDQFH RYHU WKH LGH:
WR WKH NH\ DXGLMPSDLUHG ORDQV DQG WKH YDOXDWLRQ RI FROODWHU
PDWWHU FRQQHFWLRQV
O FRQWUROV RYHU WKH RQ JRLQJ PRQLWRULQJ RI (&/ PF
PRGHO YDOLGDWLRQ DQG
O WKH UHYLHZ DQG DSSURYDO RI PRGHO RXWSXWV DQC
VXEVHTXHQWO\ DSSOLHG WR WKH PRGHOOHG SURYLVLF

,Q DGGLWLRQ ZH SHUIRUPHG WKH IROORZLQJ VXEVWDQ'

MXGJHPHQWYV

O ZH DVVHVVHG D VDPSOH RI 6WDJH ORDQV IRU LQGLFD
SDUW RI RXU DVVHVVPHQW LQFOXGHG WKRVH IURP LQV
IDFWRUV DV VHW RXW LQ ,)56

O IRU D VDPSOH RI LQGLYLGXDOO\ PDWHULDO ORDQV LQ

DQG ULJKWV RI WKH FROODWHUDO KHOG DQG DVVHVVH

IRU D VDPSOH RI LQGLYLGXDOO\ DVVHVVHG 6WDJH OR

DQG WLPLQJ RI WKH DVVXPHG FDVK IORZV DQG DQ\ D

GHWHUPLQLQJ WKH (& LQFOXGLQJ DVVHVVPHQW RI W

FRPSDUHG WR DFWXDO ORVVHV DQG

O ZLWK LQYROYHPHQW RI 'HORLWWHxV FUHGLW VSHFL
UDWLRQDOH IRU SRVW PRGHO DGMXVWPHQWYV LQ UHOL
WKH PHWKRGRORJ\ DQG NH\ DVVXPSWLRQV XVHG E\ PC
DGMXVWPHQWY DQG WHVWHG WKH XQGHUO\LQJ GDWD

O

,Q DGGLWLRQ WR GHWDLOHG WHVWLQJ RI WKH SRVW PRG
WR DVVHVV WKH DSSURSULDWHQHVV RI WKH WRWDO (&/ D

.H\ REVHUYDWDRRP RXU WHVWLQJ RI WKH ORDQ ORVV SURYLVLRQ EDODQFH ZF
FRPSOLDQW ZLWK ,)56 DQG ZKLOVW ZH REVHUYHG ERWK FRQVHL
FRQFOXGHG WKDW WKH (&/ EDODQFH LV UHDVRQDEOH
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' QGHSHQGHQW $XGLWRU V UHSRUW

$SSURSULDWH PHDVXUHPHQW RI WKH GHIHUUHG WD[ DVVHW
.H\ DXGLW PDWSNHG@HWDLOHG LQ WKH VXPPDU\ RI FULWLFDO DFFRXQWLQ

GHVFULSWLRQ GHIHUUHG WD[ GLVFORVXUH LQ QRWH PDQDJHPHQW KD"
d P d P SUHGRPLQDQWO\ DV D UHVXOW RI VLJQL
EHWZHHQ DQG

ODQDIJHPHQW XVH D WKUHH \HDU GHWDLOHG IRUHFDVW IU|
'7$ UHIOHFWLQJ LQFUHDVHG XQFHUWDLQW\ LQ IRUHFDVWL
VWDJH RI LPSOHPHQWDWLRQ RI WKH QHZ VWUDWHJ\ 7KH I
WKH UHPDLQLQJ UHFRYHUDEOH SHULRG ZLWK QR JURZWK
RI' IRUHFDVWLQJ IXWXUH UHVXOWY SDUWLFXODUO\ JLYl!
PDQDJHPHQW MXGJHPHQW LV UHTXLUHG WR GHWHUPLQH
UPRUH OLNHO\ WKDQ QRWU WR XWLOLVH WKH FDUULF
HVYWLPDWLRQ LV UHTXLUHG LQ GHWHUPLQLQJ WKH OHY}
KLVWRULFDO RSHUDWLQJ UHVXOWY HFRQRPLF WUHQGV \
DQG DFKLHYH H[SHFWHG SURILW JURZWK DQG WKH SRVVI
WKDW VLIJQLILFDQWO\ UHGXFH RU HOLPLQDWH SURILWV I

JXUWKHUPRUH DV D UHVXOW RI FXUUHQW WD[ OHJLVODWI
\HDU DJDLQVW WKH PDMRULW\ RI EURXJKW IRUZDUG ORVYV|
ZRXOG WDNH \HDUV WR XWLOLVH WKHVH ORVVHV LQ |
UHFRJQLVH D '7$ IRU DV PDQ\ \HDUV DV WKH\ EHOLHYH W
SURILWY :KHQ DVVHVVLQJ KRZ PDQ\ \HDUV IXWXUH WD][
PDQDJHPHQW KDYH FRQVLGHUHG H[SHFWHG IXWXUH DFWL
VWUDWHI\ DQG WKH 3DUHQW *URXSxV DIILUPDWLRQ RI WK

&RQVHTXHQWO\ JLYHQ WKH XQFHUWDLQWLHV LQ IRUHF
PDQDJHPHQW KDYH GHWHUPLQHG WKDW ILIWHHQ \HDUV L
WKH\ FDQ VXIILFLHQWO\ UHOLDEO\ IRUHFDVW SURILWV L
SURMHFWHG RYHU WKLV SHULRG UUHFRJQLWLRQ SHULRG!I

7KHUH LV D ULVN Rl PDWHULDO PLVVWDWHPHQW WKDW WK

WR XWLOLVH WKH WD[ UHOLHI SURYLGHG E\ WKH GHIHL

MXGJHPHQWYV

O WKH DELOLW\ WR JHQHUDWH IXWXUH SURILWV WKURXJK
SUHGRPLQDQWO\ WKH ORDQ ERRN DQG

O WKH DSSURSULDWHQHVV RI WKH \HDU UHFRJQLWLRQ !
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' QGHSHQGHQW $XGLWRU V UHSRUW

+RZ WKH VFRSHHRREWDLQHG DQ XQGHUVWDQGLQJ RI UHOHYDQW FRQWL
RXU DXGLW UHBSHRHUOGUHG WD[ DVVHW FDOFXODWLRQ LQFOXGLQJ WKH SU
WR WKH NH\ DAMEDWMEOH SURILWYV LQFOXGHG LQ WKH EXVLQHVV SODQ

PDWWHU HI[ WUDSRODWH SURILWY EH\RQG WKH EXVLQHVY SODQ DQG

‘:LWK FRQVLGHUDWLRQ WR WKH XQGHUO\LQJ HFRQRPLF C

WD[DEOH SURILWY ZHUH DSSURSULDWH E\

O DVVHVVLQJ JRYHUQDQFH RYHU WKH SURGXFWLRQ RI
XQGHUVWDQGLQJ Rl UHOHYDQW FRQWUROV LQ WKH IRU

O DVVHVVLQJ WKH KLVWRULFDO DFFXUDF\ Rl PDQDJHPH
FRPSDULQJ IRUHFDVWYV IURP RQZDUGV WR DFWXDO |

O HYDOXDWLQJ WKH DFKLHYDELOLW\ RI PDQDJHPHQWxV E
ZLWKLQ WKHLU GHWDLOHG EXVLQHVV SODQ DQG

O FKDOOHQJLQJ WKH UHDVRQDEOHQHVV RI IRUHFDVWV E
VWUDWHJI\ DQG FXUUHQW HFRQRPLF HQYLURQPHQW E
PDQDJHPHQW WR HFRQRPLF JURZWK UDWHV DQG KLVWR

‘H DVVHVVHG WKH HYLGHQFH SURYLGHG E\ PDQDJHPHQW \

FRQVLGHULQJ WKH IROORZLQJ DUHDYV

O H[SHFWHG IXWXUH DFWLYLWLHV ZLWK FRQVLGHUDWLR
QHZ 8. VWUDWHIJ\ DQG WKH 3DUHQW *URXSxV UHFHQW
VWUDWHILF SULRULW\ DQG

O WKH LQFUHDVHG GLIILFXOW\ LQ IRUHFDVWLQJ LQ WKH F

.H\ REVHUYDWIERODMHG RQ WKH UHVXOWYV RI RXU WHVWLQJ ZH DUH VDWLYV
WDNHQ LQ UHVSHFW RI WKH GHIHUUHG WD[ DVVHW DUH |
PDQDJHPHQWxV FRQFOXVLRQ WR XVH D WKUHH \HDU GHW
HVWLPDWLRQ RI WKH '7$ UHIOHFWLQJ LQFUHDVHG XQFHU
WHUP JLYHQ WKH HDUO\ VWDJH RI LPSOHPHQWDWLRQ RI W
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' QGHSHQGHQW $XGLWRU V UHSRUW

2XU DSSOLFDWLRQ RI PDWHULDOLW\
ODWHULDOLW\

‘H GHILQH PDWHULDOLW\ DV WKH PDJQLWXGH RI PLVVWDWHPHQW LQ WKH ILQD
HFRQRPLF GHFLVLRQV RI D UHDVRQDEO\ NQRZOHGJHDEOH SHUVRQ ZRXOG EH FKL
SODQQLQJ WKH VFRSH RI RXU DXGLW ZRUN DQG LQ HYDOXDWLQJ WKH UHVXOWYV R

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

*URXS ILQDQFLDO VWDWHPHI@WVHQW FRPSDQ\ ILQDQFLDO VW

ODWHULDOLgV\ p d =] d P d P

%DVLV IRU RI 6KDUHKROGHUVx (TXLW\RI 6KDUHKROGHUVx (TXLW\

GHWHUPLQILQJ 7KH SDUHQW FRPSDQ\ PDWHULDOLW\ HT

PDWHULDOLW\ 6KDUHKROGHUVx (TXLW\ ZKLFK|LV FDS¢
JURXS PDWHULDOLW\

5DWLRQDOHHRUHFRJQLVH WKDW SURILW LV DQ LPSRUWDQW PHDVXUH L

WKH EHQFHPOXAWXDWLRQ LQ WKLV PHDVXUH LQ UHFHQW \HDUV ZH EHOL

DSSOLHG UHPDLQV D PRUH DSSURSULDWH EHQFKPDUN DV

O LW SURYLGHV D VWDEOH EDVLV IRU PDWHULDOLW\

O WKH OHYHO RI WKH JURXSxV RSHUDWLRQV LV GLUHFWO\ O

O LW UHSUHVHQWY RQH Rl WKH SULQFLSDO EHQFKPDUNYV
VWDNHKROGHUYV

SHUIRUPDQFH PDWHULDOLW\

‘H VHW SHUIRUPDQFH PDWHULDOLW\ DW D OHYHO ORZHU WKDQ PDWHULDOLW\ WR
DQG XQGHWHFWHG PLVVWDWHPHQWY H[FHHG WKH PDWHULDOLW\ IRU WKH ILQDQF

*URXS ILQDQFLDO VWDWHPH|@WYHQW FRPSDQ\ ILQDQFLDO VW

SHUIRUPDQFH RI' JURXS PDWHULDOLW\ RI SDUHQW FRPSDQ\ H
PDWHULDOLW\

DWHULD

%DVLVY DQG,Q GHWHUPLQLQJ SHUIRUPDQFH PDWHULDOLW\ ZH FRQVLGHUHG RXU

UDWLRQDOMWIKRHJ FRQWURO HQYLURQPHQW DQG WKH EXVLQHVV SURFHVVHV RYHU 2
GHWHUPLQLRXU SDVW H[SHULHQFH RI WKH DXGLW ZKLFK KDV LQGLFDWHG D OR
SHUIRUPDQPHVVWDWHPHQWY LGHQWLILHG LQ SULRU SHULRGYV
PDWHULDOLW\

(UURU UHSRUWLQJ WKUHVKROG

:H DJUHHG ZLWK WKH $XGLW &RPPLWWHH WKDW ZH ZRXOG UHSRUW WR V

d bv ZHOO DV GLIIHUHQFHY EHORZ WKDW WKUHVKROG WKD'
JURXQGY :H DOVR UHSRUW WR WKH $XGLW &RPPLWWHH RQ GLVFORVXU
SUHVHQWDWLRQ RI WKH ILQDQFLDO VWDWHPHQWYV
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' QGHSHQGHQW $XGLWRU V UHSRUW

$Q RYHUYLHZ RI WKH VFRSH RI RXU DXGLW
,GHQWLILFDWLRQ DQG VFRSLQJ RI FRPSRQHQWYV

2XU DXGLW zZDV VFRSHG E\ REWDLQLQJ DQ XQGHUVWDQGLQJ RI WKH JUR:
ILQDQFLDO UHSRUWLQJ DQG DVVHVVLQJ ULVNV RI PDWHULDO PLVVWDWF

7KH JURXS PDLQWDLQV D VLQJOH DJJUHJDWHG VHW RI DFFRXQWLQJ UHF
HQWLUH JURXS DV D VLQJOH FRPSRQHQW FRYHULQJ RI QHW DVVHW
SDUHQW FRPSDQ\ PDQDJHPHQW GHFRQVROLGDWHG WKH JURXS ILQDQFL
RQO\ EDODQFHV DQG WUDQVDFWLRQV VXFK DV LQWHUFRPSDQ\ EDODQFH
JURXS HQJDJHPHQW WHDP WR DVVHVV ZKHWKHU WKH\ KDG EHHQ DFF
LQIRUPDWLRQ IRU WKH SXUSRVH RI SUHVHQWLQJ VHSDUDWH FRPSDQ\ F
VWDWHPHQWYV

2XU FRQVLGHUDWLRQ RI WKH FRQWURO HQYLURQPHQW

2XU JURXS DXGLW ZDV VFRSHG E\ REWDLQLQJ DQ XQGHUVWDQGLQJ RI W
ULVNV Rl PDWHULDO PLVVWDWHPHQW LQ WKH JURXSxV ILQDQFLDO VWDW

%DVHG RQ RXU XQGHUVWDQGLQJ DQG WHVWLQJ RI WKH JURXSxV FRQWUF
DVVHVV WKH DVVRFLDWHG ,7 FRQWUROV ZH ZHUH DEOH WR UHO\ RQ FRQ
O /RDQV DQG DGYDQFHV WR FXVWRPHUV H[FOXGLQJ H[SHEWHG FUHGLW
O &XVWRPHU DFFRXQWV DQG

O ,QWHUHVW LQFRPH DQG H[SHQVH H[FOXGLQJ WKH HIITHFWLYH LQWHUH

2XU FRQVLGHUDWLRQ RI FOLPDWH UHODWHG ULVNV

,Q SODQQLQJ RXU DXGLW ZH KDYH FRQVLGHUHG WKH SRWHQWLDO LPSDFW RI
ILQDQFLDO VWDWHPHQWY 7KH JURXS FRQWLQXHV WR GHYHORS LWV DVVHVVPE
HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH (6% UHODWHG ULVNV LQFOXGLAQ.
UHSRUW SDJH

‘H KHOG GLVFXVVLRQV ZLWK PDQDJHPHQW DQG REWDLQHG DQ XSGDWHG XQGHU
DURXQG WKH LGHQWLILFDWLRQ RI FOLPDWH UHODWHG ULVNV WKH FRQVLGHUDMW
ILQDQFLDO VWDWHPHQWY ZKLFK PDQDJHPHQW FRQFOXGHG ZDV QRW PDWHULDO

‘H DOVR REWDLQHG DQG UHYLHZHG PDQDJHPHQW V ULVN DVVHVVPHQW RI WKH SK
DFFRXQW EDODQFHV DQG FODVVHV RI WUDQVDFWLRQV LQ SDUWLFXODU ORD¢
FRQFOXVLRQV UHDFKHG E\ PDQDJHPHQW ZHUH UHDVRQDEOH

‘H UHDG WKH FOLPDWH UHODWHG GLVFORVXUHV LQFOXGHG LQ WKH DQQXDO Ul
FRQVLVWHQW ZLWK WKH ILQDQFLDO VWDWHPHQWY DQG RXU NQRZOHGJH REWDLQ

"RUNLQJ ZLWK RWKHU DXGLWRUYV

:KHUH SURFHVVHV UHOHYDQW WR WKH JURXS DXGLW DUH SHUIRUPHG F
SDUHQW WKHVH KDYH EHHQ DXGLWHG E\ '"HORLWWH ,UHODQG XQGHU W
YLUWXDO PHHWLQJYV DQG YLVLWYVY WR 'XEOLQ WR UHYLHZ '"HORLWWH ,UHO

2ZWKHU LQIRUPDWLRQ

7KH RWKHU LQIRUPDWLRQ FRPSULVHV WKH LQIRUPDWLRQ LQFOXGHG LQ WKH DQ(
RXU DXGLWRUxV UHSRUW WKHUHRQ 7KH 'LUHFWRUVY DUH UHVSRQVLEOH IRU WKH

2XU RSLQLRQ RQ WKH ILQDQFLDO VWDWHPHQWY GRHV QRW FRYHU WKH RWKHU
H[SOLFLWO\ VWDWHG LQ RXU UHSRUW ZH GR QRW H[SUHVV DQ\ IRUP RI DVVXUDQ

2XU UHVSRQVLELOLW\ LV WR UHDG WKH RWKHU LQIRUPDWLRQ DQG LQ GRLQJ VR
LQFRQVLVWHQW ZLWK WKH ILQDQFLDO VWDWHPHQWY RU RXU NQRZOHGJH REWDL
EH PDWHULDOO\ PLVVWDWHG

,/ ZH LGHQWLI\ VXFK PDWHULDO LQFRQVLVWHQFLHY RU DSSDUHQW PDWHULDO Pl
WKLV JLYHV ULVH WR D PDWHULDO PLVVWDWHPHQW LQ WKH ILQDQFLDO VWDW|

SHUIRUPHG ZH FRQFOXGH WKDW WKHUH LV D PDWHULDO PLVVWDWHPHQW RI WK
IDFW

‘H KDYH QRWKLQJ WR UHSRUW LQ WKLV UHJDUG
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' QGHSHQGHQW $XGLWRU V UHSRUW

5HVSRQVLELOLWLHV RI 'LUHFWRUYV

$V H[SODLQHG PRUH IXO0O\ LQ WKH 6WDWHPHQW RI 'LUHFWRUVx UHVSRQVLELOLWL
WKH ILQDQFLDO VWDWHPHQWY DQG IRU EHLQJ VDWLVILHG WKDW WKH\ JLYH D W
'LUHFWRUV GHWHUPLQH LV QHFHVVDU\ WR HQDEOH WKH SUHSDUDWLRQ RI ILC
PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG RU HUURU

,Q SUHSDULQJ WKH ILQDQFLDO VWDWHPHQWY WKH 'LUHFWRUV DUH UHVSRQVLEO
DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ GLVFORVLQJ DV DSSOLFDEOH PD)
FRQFHUQ EDVLV RI DFFRXQWLQJ XQOHVYVY WKH 'LUHFWRUV HLWKHU LOQWHQG WR O
RSHUDWLRQV RU KDYH QR UHDOLVWLF DOWHUQDWLYH EXW WR GR VR

$XGLWRUxV UHVSRQVLELOLWLHYV IRU WKH DXGLW RI WKH ILQDQFLDO VWDWHPH

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

$ IXUWKHU GHVFULSWLRQ RI RXU UHVSRQVLELOLWLHV IRU WKH DXGLW RI WKH IL
Zz7ZZ IUF RUJ XN DXGLWRUNKKUNVGROVVULEEWLRQHRUPY SDUW RI RXU DXGLWRUxV UHS

(I WHQW WR ZKLFK WKH DXGLW ZDV FRQVLGHUHG FDSDEOH RI GHWHFWLQJ LUUF

,ZUUHIJXODULWLHYV LQFOXGLQJ IUDXG DUH LQVWDQFHVY RI QRQ FRPSOLDQFH ZLWHEk
ZLWK RXU UHVSRQVLELOLWLHY RXWOLQHG DERYH WR GHWHFW PDWHULDO PLVVYV
HIWHQW WR ZKLFK RXU SURFHGXUHY DUH FDSDEOH RI GHWHFWLQJ LUUHJXODULW

,GHQWLI\LQJ DQG DVVHVVLQJ SRWHQWLDO ULVNV UHODWHG WR LUUHJXODULW

,Q LGHQWLI\LQJ DQG DVVHVVLQJ ULVNV Rl PDWHULDO PLVVWDWHPHQV

FRPSOLDQFH ZLWK ODZV DQG UHJXODWLRQV ZH FRQVLGHUHG WKH IROO}

O WKH QDWXUH RI WKH LQGXVWU\ DQG VHFWRU FRQWURO HQYLURQPH:!
JURXSxV UHPXQHUDWLRQ SROLFLHV NH\ GULYHUV IRU GLUHFWRUVx U

O UHVXOWV RI RXU HQTXLULHV RI GLUHFWRUV PDQDJHPHQW LQWHU

LGHQWLILFDWLRQ DQG DVVHVVPHQW RI WKH ULVNV RI LUUHJXODULWLI

DQ\ PDWWHUV ZH LGHQWLILHG KDYLQJ REWDLQHG DQG UHYLHZHG WKF

UHODWLQJ WR

a LGHQWLI\LQJ HYDOXDWLQJ DQG FRPSO\LQJ ZLWK ODZV DQG UHJXO
RI QRQ FRPSOLDQFH

a4 GHWHFWLQJ DQG UHVSRQGLQJ WR WKH ULVNV RI IUDXG DQG ZKHW
DOOHJHG IUDXG

a WKH LQWHUQDO FRQWUROV HVWDEOLVKHG WR PLWLJDWH ULVNV RI

O WKH PDWWHUV GLVFXVVHG DPRQJ WKH DXGLW HQJDJHPHQW WHDP DQC
SHQVLRQV ,7 HFRQRPLF UHJXODWRU\ DQG FUHGLW VSHFLDOLVWV UF
VWDWHPHQWY DQG DQ\ SRWHQWLDO LQGLFDWRUV RI IUDXG

(@]

$V D UHVXOW RI WKHVH SURFHGXUHY ZH FRQVLGHUHG WKH RSSRUWXQL
IRU IUDXG DQG LGHQWLILHG WKH JUHDWHVW SRWHQWLDO IRU IUDXG LQ
8. ZH DUH DOVR UHTXLUHG WR SHUIRUP VSHFLILF SURFHGXUHV WR UHYV

‘H DOVR REWDLQHG DQ XQGHUVWDQGLQJ RI WKH OHJDO DQG UHJXODWI
SURYLVLRQV RI WKRVH ODZV DQG UHJXODWLRQV WKDW KDG D GLUHF\
GLVFORVXUHV LQ WKH ILQDQFLDO VWDWHPHQWY 7KH NH\ ODzZV DQG UH
SURYLVLRQV RI WKH 8. &RPSDQLHV $FW EDQNLQJ OHJLVODWLRQ SHQVLI

,Q DGGLWLRQ ZH FRQVLGHUHG SURYLVLRQV RI RWKHU ODZV DQG UHJIX

VWDWHPHQWY EXW FRPSOLDQFH ZLWK ZKLFK PD\ EH IXQGDPHQWDO WR
SHQDOW\ 7KHVH LQFOXGHG WKH JURXSxV UHJXODWRU\ FDSLWDO OLTXL!
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' QGHSHQGHQW $XGLWRU V UHSRUW

$XGLW UHVSRQVH WR ULVNV LGHQWLILHG

$V D UHVXOW RI SHUIRUPLQJ WKH DERYH ZH LGHQWLILHG ORDQ ORVV SL
RI ITlUDXG 7KH NH\ DXGLW PDWWHUV VHFWLRQ RI RXU UHSRUW H[SODLQV
SURFHGXUHV ZH SHUIRUPHG LQ UHVSRQVH WR WKDW NH\ DXGLW PDWWHL

,Q DGGLWLRQ WR WKH DERYH RXU SURFHGXUHV WR UHVSRQG WR ULVNYV

O UHYLHZLQJ WKH ILQDQFLDO VWDWHPHQW GLVFORVXUHV DQG WHVWLC
SURYLVLRQV RI UHOHYDQW ODZV DQG UHJXODWLRQV GHVFULEHG DV K

O HQTXLULQJ RI GLUHFWRUV PDQDJHPHQW WKH $XGLW &RPPLWWHH C
DFWXDO DQG SRWHQWLDO OLWLJDWLRQ DQG FODLPV

O SHUIRUPLQJ DQDO\WLFDO SURFHGXUHV WR LGHQWLI\ DQ\ XQXVXDO F
PDWHULDO PLVVWDWHPHQW GXH WR IUDXG

O UHDGLQJ PLQXWHV RI PHHWLQJV Rl WKRVH FKDUJHG ZLWK JRYHUQD
FRUUHVSRQGHQFH ZLWK WKH 3UXGHQWLDO 5HIJXODWLRQ $XWKRULW\ C

O LQ DGGUHVVLQJ WKH ULVN RI IUDXG WKURXJK PDQDJHPHQW RYHUUL
HQWULHYV DQG RWKHU DGMXVWPHQWY DVVHVVLQ]J ZKHWKHU WKH M:
LOQGLFDWLYH RI D SRWHQWLDO ELDV DQG HYDOXDWLQJ WKH EXVLQH\V
RU RXWVLGH WKH QRUPDO FRXUVH RI EXVLQHVV

‘H DOVR FRPPXQLFDWHG UHOHYDQW LGHQWLILHG ODZV DQG UHJXODWL
PHPEHUV LQFOXGLQJ LOQWHUQDO VSHFLDOLVWY DQG UHPDLQHG DOHUW
UHIJXODWLRQV WKURXJKRXW WKH DXGLW

5HSRUW RQ RWKHU OHJDO DQG UHJXODWRU\ UHTXLUHPHQWYV

2SLQLRQV RQ RWKHU PDWWHUV SUHVFULEHG E\ WKH &RPSDQLHV $FW

,Q RXU RSLQLRQ EDVHG RQ WKH ZRUN XQGHUWDNHQ LQ WKH FRXUVH RI
O WKH LQIRUPDWLRQ JLYHQ LQ WKH 6WUDWHJILF UHSRUW DQG WKH 'LUI

VWDWHPHQWY DUH SUHSDUHG LV FRQVLVWHQW ZLWK WKH ILQDQFLDO
O WKH 6WUDWHJILF UHSRUW DQG WKH 'LUHFWRUVXx UHSRUW KDYH EHHQ ¢

,Q WKH OLJKW RI WKH NQRZOHGJH DQG XQGHUVWDQGLQJ RI WKH JURXS
FRXUVH RI WKH DXGLW ZH KDYH QRW LGHQWLILHG DQ\ PDWHULDO PLVVW

ODWWHUV RQ ZKLFK ZH DUH UHTXLUHG WR UHSRUW E\ HIFHSWLRQ

$GHTXDF\ Rl H{SSODQDWLRQV UHFHLYHG DQG DFFRXQWLQJ UHEFRUGYV

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

WKH SDUHQW FRPSDQ\ ILQDQFLDO VWDWHPHQWY DUH QRW LQ DJUHHP

oo

(@]

‘H KDYH QRWKLQJ WR UHSRUW LQ UHVSHFW RI WKHVH PDWWHUYV

'LUHFWRUV UHPXQHUDWLRQ
8QGHU WKH &RPSDQLHV $FW ZH DUH DOVR UHTXLUHG WR UHSRUW LI LQ R
UHPXQHUDWLRQ KDYH QRW EHHQ PDGH

‘H KDYH QRWKLQJ WR UHSRUW LQ UHVSHFW RI WKLV PDWWHU
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' QGHSHQGHQW $XGLWRU V UHSRUW

2WKHU PDWWHUYV
$XGLWRU WHQXUH
JROORZLQJ WKH UHFRPPHQGDWLRQ RI WKH $XGLW &RPPLWWHH ZH ZHUH

DXGLW WKH ILQDQFLDO VWDWHPHQWYVY IRU WKH \HDU HQGLQJ '"HEHPEH
WRWDO XQLQWHUUXSWHG HQJDJHPHQW LQFOXGLQJ SUHYLRXV UHQHZDO
\HDUV HQGLQJ 'HFHPEHU WR 'HFHPEHU

&RQVLVWHQF\ RI WKH DXGLW UHSRUW ZLWK WKH DGGLWLRQDO UHSRUW WR Wi

2XU DXGLW RSLQLRQ LV FRQVLVWHQW ZLWK WKH DGGLWLRQDO UHSRUW WR W
DFFRUGDQFH ZLWK ,6%V 8.

8VH RI RXU UHSRUW

7KLY UHSRUW LV PDGH VROHO\ WR WKH FRPSDQ\xV PHPEHUVY DV D ERG\ LQ DF
&RPSDQLHV $FW 2XU DXGLW ZRUN KDV EHHQ XQGHUWDNHQ VR WKDW ZH PLJ
PDWWHUYVY ZH DUH UHTXLUHG WR VWDWH WR WKHP LQ DQ DXGLWRUxV UHSRUW DC
E\ ODZ ZH GR QRW DFFHSW RU DVVXPH UHVSRQVLELOLW\ WR DQ\RQH RWKHU WKL
ERG\ IRU RXU DXGLW ZRUN IRU WKLV UHSRUW RU IRU WKH RSLQLRQV ZH KDYH II

%HQ -DFN)\&BQ6HQLRU VWDWXWRU\ DXGLWRU
YRU DQG RQ EHKDOI Rl '"HORLWWH //3
BWDWXWRU\ $XGLWRU

/RQGREQLWHG .LQJGRP

'DWH ODUFK

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



&RQVROLGDWHG LQFRPH VWDWHPHQW

IRU WKH \HDU' HRHRHEH U

IRWHV 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 DVVHWV PHDVXUHG DW )973/

1HW ORVV RQ GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWYV PHDVXUHG DW DPRUWLVHG
2WKHU RSHUDWLQJ LQFRPH H[SHQVH

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[SHQVHYV

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

B3URILW EHIRUH WD[DWLRQ
,QFRPH WD[ FKDUJH FUHGLW
B3URILW IRU WKH \HDU DIWHU WD[DWLRQ DWWULEXWDEOH WR HTXLW\ KROGHUV RI

7KH &RPSDQ\ UHSRUWHG D SURILW IRUHWHKPEHQ R@FLHDO \HRDUMHQGHG

$00 UHVXOWY DUH GHULYHG IURP FRQWLQXLQJ RSHUDWLRQV

7KKQRWHV ROIsdielivRUP DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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6WDWHPHQW RI FRPSUHKHQVLYH LQFRPH

IRU WKH \HDU' HRHREGH U

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

dP dP dP dP

B3URILW 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 WD]

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

2WKHU FRPSUHKHQVLYH LQFRPH IRU WKH \HDU QHW RI WDJ[

7TRWDO FRPSUHKHQVLYH LQFRPH 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.

I1RWHV 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

B3URSHUW\ SODQW DQG HTXLSPHQW
2WKHU DVVHWYV

&XUUHQW WD[DWLRQ
'"HIHUUHG WD[ DVVHWYV

B3UHSD\PHQWY DQG DFFUXHG LQFRPH
SHWLUHPHQW EHQHILW DVVHWYV

7RWDO DVVHWYV

JLDELOLWLHYV

'"HSRVLWV E\ FHQWUDO EDQNVY DQG EDQNV
&XVWRPHU DFFRXQWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

JHDVH OLDELOLWLHYV

'"HIHUUHG WD[ OLDELOLWLHYV

2WKHU OLDELOLWLHYV

$FFUXDOV DQG GHIHUUHG LQFRPH

BURYLVLRQV IRU OLDELOLWLHYV DQG FRPPLWPHQWYV
7RWDO OLDELOLWLHYV

6KDUHKROGHUYV HTXLW\

6KDUH FDSLWDO

5HVHUYHV

7TRWDO VKDUHKROGHUV HTXLW\
7TRWDO OLDELOLWLHY DQG HTXLW\

7KHQRWHV RB]sbrHMUP DQ LQWHIUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWV

7KH ILQDQFLDO VWDWHPHQWYRBUGE RIS DBHEHVDXEWMKRKHY HG OIRUWFKYYV XKHR@HUH
VLIQHG RQ LWV EHKDOI E\

Fty frud]

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

IRU WKH \HDU' HRHRHEH U

$WWULEXWDEOH WR HTXLW\ KROGH
6KDUH 2WKHWGDVK IORBHYHC( 7RV
FDSLWDGIVHUYHNHGJLQJIJUHVH! HTX
UHVHUYH
$,% 8. *URXS IRWHV dpP dpP dP dP dpP

$W -DQXDU\

7RWDO FRPSUHKHQVLYH LQFRPH IRU WKH \HDU

3URILW IRU WKH \HDU o] o] o

2WKHU FRPSUHKHQVLYH LQFRPH QHW RO WD[ O

7RWDO FRPSUHKHQVLYH LQFRPH IRU WK® \HDU O

2WKHU PRYHPHQWYV o) o) o)
$W 'HFHPEHU

$W -DQXDU\

7RWDO FRPSUHKHQVLYH LQFRPH IRU WKH \HDU

3URILW IRU WKH \HDU o] o] o]
2WKHU FRPSUHKHQVLYH LQFRPH QHW RO WD] o)

7RWDO FRPSUHKHQVLYH LQFRPH IRU WK® \HDU O

$W '"HFHPEHU

$WWULEXWDEOH WR HTXLW\ KROGH

6KDUH 2WKHWKDVK IORZHYHQXH7RWDO
FDSLWDEBVHUYHKHGJIJLQUHVHUY HIVT XLW\

UHVHUYH
$,% 8. 1RWHYV dpP dpP dpP dpP dP
$W -DQXDU\

7RWDO FRPSUHKHQVLYH LQFRPH IRU WKH \HDU

3URILW IRU WKH \HDU o o] o

2WKHU FRPSUHKHQVLYH LQFRPH QHW RDWD] o}

7RWDO FRPSUHKHQVLYH LQFRPH IRU WKB \HDU O

$W '"HFHPEHU

$W -DQXDU\

7RWDO FRPSUHKHQVLYH LQFRPH IRU WKH \HDU

3URILW IRU WKH \HDU o o] o

2WKHU FRPSUHKHQVLYH LQFRPH QHW RDWD] o}

(@}

7RWDO FRPSUHKHQVLYH LQFRPH IRU WKB \HDU
$W  'HFHPEHU

7kH QRWHV Rlowsd sRUP DQ LQWHJIUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV
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6WDWHPHQW RI FDVK IORZV

IRU WKH \HDU' HRHRHEH U

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

I1RWHV dP dP dP dP

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
BURILW EHIRUH WD[DWLRQ IRU WKH \HDU
$GMXVWPHQWYV IRU

1RQ FDVK LWHPV

1HW FDVK LQIORZ IURP RSHUDWLQJ DFWLYLWLHV

&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

1IHW FDVK RXWIORZ LQIORZ IURP RSHUDWLQJ DVVHWYV DQG
OLDELOLWLHV

W FDVK RXWIORZ LQIORZ IURP RSHUDWLQJ DFWLYLWLHV

HW F
HIRUH WD[DWLRQ

D[DWLRQ UHIXQG SDLG

HW FDVK RXWIORZ LQIORZ IURP RSHUDWLQJ DFWLYLWLHV

1
E
7
1

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV

$GGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW

BURFHHGV IURP GLVSRVDOV RI SURSHUW\ SODQW DQG )
HTXLSPHQW (0] O

$GGLWLRQV WR LQWDQJLEOH DVVHWYV
'"LYLGHQGY UHFHLYHG IURP VXEVLGLDU\ XQGHOWDNLQQV
I1HW FDVK RXWIORZ IURP LQYHVWLQJ DFWLYLWLHYV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV
5HSD\PHQW RI VHFRQGDU\ QRQ SUHIHUHQWLDO GHEW o)
5HSD\PHQW RI OHDVH OLDELOLWLHYV

1HW FDVK RXWIORZ IURP ILQDQFLQJ DFWLYLWLHYV

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

7kH QRWHV [Rlowsd srRUP DQ LQWHJIUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$FFRXQWLQJ SROLFLHV

&ULWLFDO DFFRXQWLQJ MXGJHPHQWY DQG HVWLPDWHYV
,QWHUHVW LQFRPH

,QWHUHVW H[SHQVH

1HW IHH DQG FRPPLVVLRQ LQFRPH

1HW WUDGLQJ DQG RWKHU ILQDQFLDO LQFRPH

1HW JDLQ RQ RWKHU ILQDQFLDO DVVHWY PHDVXUHG DW )973/
1HW ORVV RQ GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWY PHDVXUHG DMIDPRUWLVE
2WKHU RSHUDWLQJ LQFRPH H[SHQVH
2SHUDWLQJ H[SHQVHYV

$XGLWRU V UHPXQHUDWLRQ

1HW FUHGLW LPSDLUPHQW FKDUJH ZULWHEDFN
7D[DWLRQ

'LYLGHQGV RQ HTXLW\ VKDUHYV

7UDQVIHU RI ILQDQFLDO DVVHWV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

/RDQV DQG DGYDQFHV WR EDQNYV

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

&UHGLW ULVN GLVFORVXUHV

,QYHVWPHQW VHEXULWLHYV

,QYHVWPHQWYV LQ JURXS XQGHUWDNLQJV
,QWDQJLEOH DVVHWYV

3URSHUW\ SODQW DQG HTXLSPHQW

2WKHU DVVHWYV

'"HIHUUHG WD[DWLRQ

SHWLUHPHQW EHQHILWYV

'"HSRVLWV E\ FHQWUDO EDQNVY DQG EDQNV
&XVWRPHU DFFRXQWYV

/HDVH OLDELOLWLHYV

2WKHU OLDELOLWLHV

3URYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV
6KDUH FDSLWDO

$QDO\VLV Rl PRYHPHQWYV LQ UHVHUYHVY DQG RWKHU FRPSUHKHQVLEKH LQFRPH
&RQWLQJHQW OLDELOLWLHYV DQG FRPPLWPHQWYV
&ODVVLILFDWLRQ DQG PHDVXUHPHQW RI ILQDQFLDO DVVHWYVY DQG [LODQFLDO C
)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV

,QWHUHVW UDWH VHQVLWLYLW\

6WDWHPHQW RI FDVK IORZV DGGLWLRQDO LQIRUPDWLRQ
JLQDQFLDO DVVHWY DQG OLDELOLWLHYV E\ FRQWUDFWXDO UHVLGXEQl PDWXULW
J)LQDQFLDO OLDELOLWLHVY E\ XQGLVFRXQWHG FRQWUDFWXDO PDW XL w\

ooooooan

O0000ooooo

qooogoooboobooo

O

ooo

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

$FFRXQWLQJ SROLFLHYV

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

5HSRUWLQJ HQWLW\
$,% *URXS 8. S OF FRPSDQ\ QXPEHU 1, LV D SXEOLF FRPSDQ8QQIMWPH@&/ HG
LQIJGRAWK LWV UHJLVW HSUHG 6RV PAHIDWENW ++ IRUWKHUQ ,UHODQG 7KH FRQVROI
VWDWHPHQWY RI $,% 8. DV DW DQGIFRBEMKHLHDOX BB GH®B 8. DQG LWV VXEVLGLDU
FROOHFWLYHO\ UHIHUUHG WR DV O0$,% 8. *URXSx $,% 8. *URXS SURYLGHV EDQNLC
DQG FRUSRUDWH FXVWRPHUV DQG KDV RSHUDWLRQV WKURXJKRXW WKH 8QLWHG .

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

5HIHUHQFH PDGH WR O0$,% SOFx RU OWKH 3DUHQWx UHODWH WR $00OLHG ,ULVK
B5HSXEOLF RI ,UHODQG $,% *URXS S®RP INVRW K HXDOA PMWBHRS UMK BW *UR$S% VHH Q
*URXS SOF LV UHJLVWHUHG LQ WKH 5HSXEOLF RI ,UHODQG UHJLVWHUHG QXPEHU
DW OROHVZRUWKXEWIUEH®XEOLF RI 7THEBSIQRQH 5HIHUHQFH PDGH WR
*URXS UHODWHYV WR $,% SOF DQG LWV VXEVLGLDU\ XQGHUWDNLQJV ZKLFK LQFOX

6WDWHPHQW RI FRPSOLDQFH
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG SGWFFRUG!|
DQG . QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV ,)56V DV LVVXHG |
,$6DQG ,)56V DV DGRSWHG E\ WKH 8. DQG DS S OHFHEBHU | RAK MV B AR PQWH @G HIR O
KDYH EHHQ FRQVLVWHQWO\ DSSOLHG E\ WKH $,% 8. *URXS HQWLWLHY DQG DUH FI
GHVFULEHG

%DVLV RI SUHSDUDWLRQ
YXQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQEF\
7KH ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ SRXQGV VWHUOLQJ ZKLFK LV
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 ORVYV

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 SUHVHQWDWRR Q @R WR-BUBUDIVDD MW H Q W V

$,% 8. *URXS KDV FKDQJHG WKH SUHVHQWDWRRY R0 LEBEDGMFIIPG \DQ W H PLGHWP \R IL QL Q/IK(
SRVLWLRQ DQG WKH FRQVROLGDWHG LQFRPH VWDWHPHQW WR D PRUH DSSURSU
PDWHULDO O,WHPV LQ MRXH SR URMHRBRNDHIBMIFRAMMEIX X L Q 7KH FRPSD&WPVWKIDWH IRU
EHHQ UHVWDWHG DFFRUGLQJO\ ,Q WKH FRQVROLGDWHG LQFRPH VWDWHPHQW ¢
RXWVLGH RI RSHUDWLQJ SURILW LV QRZ UHSRUWHG ZLWKLQ ORWKHU RSHUDWLQ
d PLOOLRQ KDV EHHQ UHVWDWHG DEFRUGLQJO\

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 FRQWLQJHQW DVVHWY DQG OLDELOLWLHV 7KH HVWLPDWHV DQ
YDULRXV RWKHU IDFWRUV WKDW DUH EHOLHYHG WR EH UHDVRQDEOH XQGHU WKF
LQYROYH PDNLQJ HVWLPDWHY FRQFHUQLQJ WKH OLNHOLKRRG RI IXWXUH HYHQW\
7KH HVWLPDWHY DQG XQGHUO\LQJ DVVXPSWLRQV DUH UHYLHZHG RQ DQ RQ JRLQ
UHFRJQLVHG LQ WKH SHULRG LQ ZKLFK WKH HVWLPDWH LV UHYLVHG DQG LQ DQ\ I

7KH MXGJHPHQWY WKDW KDYH D VLJQLILFDQW HIIHFW RQ WKH ILQDQFLDO VWDW
PDWHULDO DGMXVWPHQW LQ WKH QH[W \HDU DUH LQ WKH DUHDV Rl H[SHFWHG F|
GHIHUUHG WD[ UHWLUHPHQW EHQHILW REOLJDWLRQV SURYLVLRQV IRU OLDELOI
VHFEXULWLHYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

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

&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

a &UHGLW7KHVYNPSDFW RI FOLPDWH ULVN RQ WKH PDQDJHPHQW HVFDODWLRQ DQ
$,% 8. *URXS ,W ZDV GHHPHG WKDW LQVXIILFLHQW HYLGHQFH RI WKH OLNHO\
DGMXVW (&/V PDWHULDOO\ EXW WKDW $,% 8. *URXSxV DSSURDFK WR LQGLYLC
FDSWXUHV FOLPDWH ULVN ZKHUH DSSURSULDWH 7KLV LV VHW RXW LQ IXUWKH I

a ,PSDLUPHQW RI QRQ ILOQBQFIBDOCURAHWESOLHYV WKH UHTXELHPHQQW RIQEEE HW
DVVHVVLQJ ZKHWKHU LPSDFWHG DVVHWY DUH LPSDLUHG DW D UHSRUWLQJ GD\
DVVHWY ZKLFK PD\ EH LPSDLUHG WKDW UHTXLUHV WKH LGHQWLILFDWLRQ RI L
LGHQWLILFDWLRQ RI FOLPDWH UHODWHG LPSDLUPHQW WULJJHUV ,Q DGGLWLR:
RSHUDWLRQV GRHVY QRW LPSDFW WKH XVHIXO OLYHV RI $,% 8. *URXSxV LPSDFW
LPSDFWHG DVVHWY DV WKHLU XVHIXO OLYHV H[SLUH

:KLOVW WKHUH LV FXUUHQWO\ QR PHGLXP WHUP LPSDFW H[SHFWHG IURP FOLPD
FKDQJLQJ ULVNV DWWDFKHG WR FOLPDWH FKDQJH DQG ZLOO UHJXODUO\ DVVHVYV
LQ SUHSDUDWLRQ RI $,% 8. *URXSxV ILQDQFLDO VWDWHPHQWYV

*RLQJ FRIQFH

7KH ILQDQFLDO VWDWHPHQWVHRMPEKY KDDYH 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 LWV DVVHVVPHQW WKH 'LUHFWRUV KDYH FRQVLGHUHG IDFWRUV XQ(
OLTXLGLW\ DQG VXSSRUW IURP $,% SOF

$ ZLGH UDQJH RI LQIRUPDWLRQ UHODWLQJ WR SUHVHQW DQG IXWXUH FRQGLWI
ILQDQFLDO SODQV ZKLFK UHIOHFW WKH QHZ $,% 8. VWUDWHJ\ OLTXLGLW\
SURMHFWLRQV DOO RI ZKLFK KDYH EHHQ SUHSDUHG XQGHU EDVH DQG VWUHVYV
KDYH FRQVLGHUHG WKH FXUUHQW 8. HFRQRPLF HQYLURQPHQW DQG IRUHFDVWYV |
IRU WKH ,ULVK DQG (XUR]JRQH HFRQRPLHV DQG WKH IDFWRUV DQG XQFHUWDLQWL

7KH 'LUHFWRUV KDYH DOVR FRQVLGHUHG WKH SULQFLSDO ULVNV DQG XQFHUWDL
SROLWLFDO ODQGVFDSH ZKLFK FRXOG PDWHULDOO\ DIIHFW $,% 8. *URXSxV IXWX!
DUH RXWOLQHG RQ SDJHV WR 7KH LPSDFW RI 8. WUDGLQJ SDUWQHUVKLSV Z
FRXOG OHDG WR D IXUWKHU GHWHULRUDWLRQ LQ PDUNHW DQG HFRQRPLF FRQG
DIIHFW $,% 8. *URXSxV EXVLQHVY ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUDWL

7KH 'LUHFWRUVY EHOLHYH $,% 8. *URXSxV FDSLWDO UHVRXUFHV DUH VXIILFLHQW W
VHW RXW LQ WKH FDSLWDO SODQ WR 'HFHPEHU 7KH &RPSDQ\xV UHJXODWRU\
8. *URXSxV OLTXLGLW\ LV RXWOLQHG RQ SDJH DQG WKH 'LUHFWRUV DUH VDWLYV
*URXS

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
'LUHFWRUYV

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
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$GRSWLRQ RI QHZ DFFRXQWLQJ VWDQGDUGYV

7KHUH ZHUH QR QHZ DFFRXQWLQJ VWDQGDUGY DPHQGPHQWY WR VWDQGDUGV HI
DSDUW IURP PLQRU DPHQGPHQWV WR ,)56V WKURXJK ERWK VWDQGDORQH

,PSURYHPHQWY WR ,)56 6WDQGDUGYV 0 F\FOH 1RQH Rl WKHVH KDG D VL.

GLVEFORVXUHYV

$,% 8. *URXS KDV QRW BRVOADRGR®WBHGBSUHWDWLRQ RU DPHQGPHQW WKDW KDV
HITHFWLYH

%DVLV RI FRQVROLGDWLRQ
$,% 8. *URXS ILQDQFLDO LQIRUPDWLRQ LQFOXGHY WKH DFFRXQWV RI $,% 8. DQG |
RI WKH ILQDQFLDO SHULRG

$V SHUPLWWHG E\ 6HFWLRQ RI WKH &RPSDQLHV $FW QR LQFRPH VWDWHPI
,QWUD JURXS EDODQFHV DQG DQ\ XQUHDOLVHG JDLQV DQG ORVVHV DQG H[SHQ
HOLPLQDWHG RQ FRQVROLGDWLRQ

6XEVLGLDU\ XQGHUWDNLQJV

$ VXEVLGLDU\ XQGHUWDNLQJ LV DQ LQYHVWHH FRQWUROOHG E\ $,% 8. $,% 8. FR
LOQYHVWHH LV H[SRVHG RU KDV ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQYF
WKRVH UHWXUQV WKURXJK LWV SRZHU RYHU WKH LQYHVWHH G6XEVLGLDULHYV DUF
IURP WKH GDWH RQ ZKLFK FRQWURO FRPPHQFHV XQWLO WKH GDWH WKDW FRQWUF

$,% 8. UHDVVHVVHV ZKHWKHU LW FRQWUROV D VXEVLGLDU\ ZKHQ IDFWV DQG FLUF
RU PRUH HOHPHQWYV RI FRQWHR/W PHHOHV Y RVPHJI U R MRSU XWIGH WOW DWLRUW XEVLGLDULHYV
*URXS

7UDQVDFWLRQV HOLPLQDWHG RQ FRQVROLGDWLRQ

,QWUD JURXS EDODQFHY DQG DQ\ XQUHDOLVHG LQFRPH DQG H[SHQVHV DULVLQJ
FRQVROLGDWLRQ 8QUHDOLVHG ORVVHV DUH HOLPLQDWHG LQ WKH VDPH ZD\ DV :
QR HYLGHQFH RI LPSDLUPHQW

&RQVLVWHQW DFFRXQWLQJ SROLFLBY *RX ®$ SNOKH G ISR KHIMK RXWRQWROLGDWLRQ

$,% 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\ LQYHVWPHQW IRU LPSDLUPHQW DW WKH HQG RI HD
LPSDLUPHQW PD\ KDYH RFFXUUHG ,Q DGGLWLRQ DQ DVVHVVPHQW LV FDUULHG
ORVVHV UHFRJQLVHG LQ SULRU SHULRGYV 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

YRUHLJQ FXUUHQF\ WUDQVODWLRQ
,WHPV LQFOXGHG LQ WKH ILQDQFLDO VWDWHPHQWY RI HDFK RI $,% 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

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

([FKDQJH GLIIHUHQFHY RQ D ILQDQFLDO LQVWUXPHQW GHVLJQDWHG DV D KHGJH
UHSRUWHG LQ RWKHU FRPSUHKHQVLYH LQFRPH

,QWHUHVW LQFRPH DQG H[SHQVH UHFRJQLWLRQ
,QWHUHVW LQFRPH DQG H[SHQVH LV UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW IR
HITHFWLY HULDQWHH B HWWR G

(IMTHFWLYH LOQWHUHVW 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\ GLVFRXQWYV WKH
H[SHFWHG OLIH RI WKH ILQDQFLDO LQVWUXPHQW WR

O 7KH JURVV FDUU\LQJ DPRXQW RI WKH ILQDQFLDO DVVHW RU

O 7KH DPRUWLVHG FRVW RI WKH ILQDQFLDO OLDELOLW\

7KH DSSOLFDWLRQ RI WKH PHWKRG KDV WKH HIITHFW 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 IXWXUH FUHGLW ORVVH
WKRVH IRU DQ\ H[SHFWHG HDUO\ UHGHPSWLRQ DQG DPRXQWYV SDLG RU UHFHLY
LQWHJUDO SDUW RI WKH HIITHFWLYH LQWHUHVW UDWH WUDQVDFWLRQ FRVWYV DQG

$00 FRYWRFLDWHG ZLWK PRUWJDJH LQFHQWLYH VFKHPHV DUH LQFOXGHG LQ WK
FRPPLVVLRQV SD\DEOH WR WKLUG SDUWLHV LQ FRQQHFWLRQ ZLWK OHQGLQJ DU
FRVWY UHODWHG WR WKH LVVXH RI D ILQDQFLDO LQVWUXPHQW DUH LQFOXGHG L

L, QWHUHVW LQFRPH DQG H[SHQVH SUHVHQWHG LQ WKH FRQVROLGDWHG LQFRPH VYV

0O ,QWHUHVW RQ ILQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV DW DPRUW
PHWKRG

O 1HW LQWHUHVW LQFRPH DQG H[SHQVH RQ TXDOLI\LQJ KHGJH GHULYDWLYHV (
KHGJHV ZKLFK DUH UHFRJQLVHG LQ LQWHUHVW LQFRPH RU LOQWHUHVW H[SHQVF

O ,QWHUHVW LQFRPH H[FOXGLQJ GLYLGHQGY RQ HTXLW\ VKDUHYV

$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 LOQWHUHVW UDWH PHWKRG RI DQ\ GLIIHUHQFH EHWZHHQ WKDW LQLWL
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

'LYLGHQG LQFRPH
'LYLGHQG LQFRPH RQ HTXLW\ LQYHVWPHQWY PHDVXUHG DW )973/ DUH UHFRJQL'
*URXS V ULJKW WR UHFHLYH SD\® QWK YL\G H & WADKEIDW WKKIB\ UHSUHVHQW D UHWXUQ F
GLYLGHQG GDWH IRU HTXLW\ VHFXULWLHYV

'LYLGHQGV IURP D VXEVLGLDU\ XQGHUWDNLQJ DUH UHFRJQLVHG LQ WKH LQFRPI
UHFHLYH WKH GLYLGHQG LV HVYWDEOLVKHG
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YHH DQG FRPPLVVLRQ LQFRPH
7KH PHDVXUHPHQW DQG WLPLQJ Rl UHFRJQLWLRQ RI IHH DQG FRPPLVVLRQ LQFRI
5HYHQXH IURP &RQWUDFWV ZLWK &XVWRPHUYV

7KH SULQFLSOHV LQ ,)56 DUH DSSOLHG XVLQJ WKH IROORZLQJ VWHS PRGHO

O ,GHQWLI\ WKH FRQWUDFW V ZLWK D FXVWRPHU

O ,GHQWLI\ WKH SHUIRUPDQFH REOLJDWLRQV LQ WKH FRQWUDFW

O 'HWHUPLQH WKH WUDQVDFWLRQ SULFH

O $OORFDWH WKH WUDQVDFWLRQ SULFH WR WKH SHUIRUPDQFH REOLJDWLRQV LQ
O 5HFRJQLVH UHYHQXH ZKHQ RU DV $,% 8. *URXS VDWLVILHV LWV SHUIRUPDQFH R

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

/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

SRUWIROLR DQG RWKHU PDQDJHPHQW DGYLVRU\ DQG VHUYLFH IHHV DUH UHFRJCQ
6HUYLFH FKDUJH LQFRPH UHFHLYHG IURP D IHOORZ VXEVLGLDU\ DV SDUW RI WK}
LQFRPH LQ DFFRUGDQFH ZLWK ,$6

&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

$,% 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

I1HW WUDGLQJ LQFRPH
I1HW WUDGLQJ LQFRPH FRPSULVHV JDLQV OHVV ORVVHV UHODWLQJ WR WUDGLQJ
LQFOXGHY DOO UHDOLVHG DQG XQUHDOLVHG IDLU YDOXH FKDQJHV ,QWHUHVW UH

(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 VFKHPHY 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% QW H 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 VFKHEF
YDOXH EDVHG RQ D GHWHUPLQLVWLF PRGHO YDOXDWLRQ SURYLGHG E\ LQYHVWPH
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6FKHPH OLDELOLWLHY DUH PHDVXUHG RQ DQ DFWXDULDO EDVLV E\ HVWLPDWLQJ
HDUQHG IRU WKHLU VHUYLFH LQ FXUUHQW DQG SULRU SHULRGVY 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 WKHVRKIBPHW V. ® GO\l WAHAMR 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

5HPHDVXUHPHQWY 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

$,% 8. *URXS UHFRJQLVHV WKH HIITHMAERL QQPGDPHQIBIRMQWFMHRPH 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 LQFRPH VWDWHPHQW DV D SDVW VHUYLFH FRVW

&KDQJHV ZLWK UHJDUG WR EHQHILWY SD\DEOH WR UHWLUHHV ZKLFKRYHSUREW QW
&RQWLQIJHQW /LDELOLWLHY DQB RRERX@QWHGQWRIVDNWV 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 KDYH SURYLGHG VHUYLFHV %RQXVHV DUH UHFRJQLVH(
FRQVWUXFWLYH REOLIJDWLRQ WR LWV HPSOR\HHV WKDW FDQ EH PHDVXUHG UHOLL
FKDUJHG ZLWKLQ SHUVRQQHO H[SHQVHYV

7HUPLQDWLRQ EHQHILWYV

7HUPLQDWLRQ EHQHILWY DUH UHFRJQLVHG DV DQ H[SHQVH DW WKH HDUOLHU RI Z
Rl WKRVH EHQHILWY DQG ZKHQ $,% 8. *URXS UHFRJQLVHYV 3RMLYV LIRQV D &ROMLD
JLDELOLWLHV DQG &RIMNE®JHDAD $EWUNWWKH SD\PHQW Rl WHUPLQDWLRQ EHQHILWYV

JRU WHUPLQDWLRQ EHQHILWY SD\DEOH DV D UHVXOW RI DQ HPSOR\HHxV GHFLVLF

LV QRW ZLWKLQ WKH VFRSH RI ,$6 $,% 8. *URXS UHFRJQLVHV WKH H[SHQVH DW
RITHU DQG ZKHQ D UHVWULFWLRQ RQ $,% 8. *URXSxV DELOLW\ WR ZLWKGUDZ WKH
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,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
ILOQDQFLDO 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 WHPSRUDU\ GLIIHUHQFHYV DOHD®@R@ILKSHRWIL G/H G O RWH BR/MHWM RDR ¢
WUDQVDFWLRQ WKDW LV QRW D EXVLQHVYV FRPELQDWLRQ DIIHFWV QHLWKHU DFFF
EDVHG RQ WKH DSSOLFDEOH WD[ ODZ LV UHFRJQLVHG DV DQ H[SHQVH LQ WKH SH

JLODQFLDO DVVHWV
5HFRJQLWLRQ DQG LQLWLDO PHDVXUHPHQW
$,% 8. *URXS LQLWLDOO\ UHFRJQLVHV ILQDQFLDO DVVHWYV H[FOXGLQJ ORDQ DVV]I
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

JLODQFLDO 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
O $,% 8. *URXS V EXVLQHVV PRGHO IRU PDQDJLQJ WKH DVVHW DQG

O 7KH FDVK IORZ FKDUDFWHULVWLFV RI WKH DVVHW IRU DVVHWV LQ D OKROG WHF
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%DVHG RQ WKHVH IDFWRUV $,% 8. *URXS FODVVLILHVY 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 ORVV

O)DLU 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&, HI[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 ORVV
JLOQDQFLDO DVVHWYV WKDW GR QRW PHHW WKH FULWHULD IRU DPRUWLVHG FRVW
VXFK DVVHWYV DUH UHFRJQLVHG LQ SURILW RU ORVV RQ DQ RQ JRLQJ EDVLYV

,Q DGGLWLRQ $,% 8. *URXS PD\ LUUHYRFDEO\ GHVLIJQDWH 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

D 7KH VWUDWHJ\ IRU WKH SRUWIROLR DV FRPPXQLFDWHG E\ PDQDJHPHQW

+RZ WKH SHUIRUPDQFH RI WKH SRUWIROLR LV HYDOXDWHG DQG UHSRUWHG WR
7KH ULVNV WKDW LPSDFW WKH SHUIRUPDQFH RI WKH EXVLQHVV PRGHO DQG KR
+RZ PDQDJHUV RI WKH EXVLQHVY DUH FRPSHQVDWHG L H EDVHG RQ IDLU YDC
FDVK IORZVY FROOHFWHG DQG

7KH TUHTXHQF\ YDOXH DQG WLPLQJ RI VDOHVY LQ SULRU SHULRGY UHDVRQV Il
DFWLYLW\

O o000

JLODQFLDO DVVHWY 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

O )HDWXUHV WKDW PRGLI\ WKH WLPH YDOXH Rl PRQH\ HOHPHQW RI LQWHUHVW F
ZLWK WKH I[UHTXHQF\ ZLWKLQ ZKLFK LW UHVHWYV

7THUPV SURYLGLQJ IRU SUHSD\PHQW DQG H[WHQVLRQ

/I[HYHUDJH IHDWXUHV

&RQWLQIJHQW HYHQWYV WKDW FRXOG FKDQJH WKH DPRXQW DQG WLPLQJ RI FDVK
7THUPV WKDW OLPLW $,% 8. *URXS V FODLP WR FDVK IORZV IURP VSHFLILHG DVV
&RQWUDFWXDOO\ OLQNHG LQVWUXPHQWYV

(oo e oo}
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&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

S5HFODVVLILFDWLRQV

S5HFODVVLILFDWLRQV RI ILQDQFLDO DVVHWYVY WR DOWHUQDWLYH DVVHW FDWHJRU|
LQIUHTXHQW DQG ZLOO RQO\ RFFXU ZKHQ DQG RQO\ ZKHQ $,% 8. *URXS FKDQJH
SRUWIROLR RI ILQDQFLDO DVVHWYV

L OQYHVWPHQWY LQ HTXLW\ LQVWUXPHQWYV
(TXLW\ LQVWUXPHQWY DUH FODVVLILHG DQG PHDVXUHG DW )973/ ZLWK JDLQV DQG

2Q LQLWLDO UHFRJQLWLRQ $,% 8. *URXS PD\ HOHFW WR LUUHYRFDEO\ GHVLJQDW
WUDGLQJ 7KLV HOHFWLRQ LV PDGH RQ DQ LQVWUXPHQW E\ LQVWUXPHQW EDVL\
ORVVHV DUH UHFRJQLVHG LQ 2&, DQG DUH QRW VXEVHTXHQWO\ UHFODVVLILHG
LQVWUXPHQW

JLQODQFLDO OLDELOLWLHYV
$,% 8. *URXS UHFRJQLVHV D ILQDQFLDO OLDELOLW\ ZKHQ LW EHFRPHYV SDUW\ WR \

$,% 8. *URXS FDWHJRULVHV ILQDQFLDO OLDELOLWLHY DV DW DPRUWLVHG FRVW R

,ZVVXHG 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 FRVWV 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

$,% 8. *URXS GHUHFRJQLVHYV D ILQDQFLDO OLDELOLW\ ZKHQ LWV FRQWUDFWXDO F
JDLQ RU ORVV RQ WKH H[WLQJXLVKPHQW RU UHPHDVXUHPHQW RI D ILQDQFLDO OL

,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\ LOQVWUXPHQWY DUH VKRZQ DV D GHGXFWLRQ IURP WKH SUR

/IHDVHV

/IHVVRU

$VVHWYVY OHDVHG WR FXVWRPHUVY DUH FODVVLILHG DV ILQDQFH OHDVHV LI WKH OH
UHZDUGV RI RZQHUVKLS ZLWK RU ZLWKRXW XOWLPDWH OHJDO WLWOH :KHQ DV\
YDOXH RI WKH OHDVH SD\PHQWYV GLVFRXQWHG DW WKH UDWH RI LOQWHUHVW LPS
GLIIHUHQFH EHWZHHQ WKH WRWDO SD\PHQWY UHFHLYDEOH XQGHU WKH OHDVH D
DV XQHDUQHG ILQDQFH LQFRPH ZKLFK LV DOORFDWHG WR DFFRXQWLQJ SHULRGYV
D FRQVWDQW SHULRGLF UDWH RI UHWXUQ

$VVHWV OHDVHG WR FXVWRPHUV DUH FODVVLILHG DV RSHUDWLQJ OHDVHV LI WKH
ULVNV DQG UHZDUGV RI RZQHUVKLS 7KH OHDVHG DVVHWY DUH LQFOXGHG ZLWKL(
ILOQODQFLDO SRVLWLRQ DQG GHSUHFLDWLRQ LV SURYLGHG RQ WKH GHSUHFLDEOH |
HVWLPDWHG XVHIXO OLYHV /HDVH LQFRPH LV UHFRJQLVHG RQ D VWUDLJKW OLQ
VI\VWHPDWLF EDVLV LV PRUH DSSURSULDWH
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/HVVHH

,GHQWLI\LQJ D OHDVH

$,% 8. *URXS DVVHVVHV ZKHWKHU D FRQWUDFW LV RU FRQWDLQV D OHDVH DW L
D OHDVH LI WKH FRQWUDFW FRQYH\V WKH ULJKW WR FRQWURO WKH XVH RI DQ
FRQVLGHUDWLRQ 7KLV DVVHVVPHQW LQYROYHV WKH H[HUFLVH RI MXGJHPHQW
ZKHWKHU $,% 8. *URXS REWDLQV VXEVWDQWLDOO\ DOO WKH HFRQRPLF EHQHILW)\
*URXS KDV WKH ULJKW WR GLUHFW WKH XVH RI WKH DVVHW

/HDVH WHUP

7KH OHDVH WHUP FRPSULVHV WKH QRQ FDQFHOODEOH SHULRG RI WKH OHDVH FRQ
XQGHUO\LQJ DVVHW WRJHWKHU ZLWK

O 3HULRGVY FRYHUHG E\ DQ RSWLRQ WR H[WHQG WKH OHDVH LI $,% 8. *URXS LV U}
O 3HULRGY FRYHUHG E\ DQ RSWLRQ WR WHUPLQDWH WKH OHDVH LI $,% 8. *URXS |

5HFRJQLWLRQ

$,% 8. *URXS UHFRJQLVHV D ULJKW RI XVH DVVHW DQG D OHDVH OLDELOLW\ DW
OHDVHV H[FHSW IRU VKRUW WHUP OHDVHV RI PRQWKV RU OHVV RU OHDVHV ZK
YDOXH RI WKH XQGHUO\LQJ DVVHW ZKHQ QHZ LV OHVV WKDQ d 7KH FRPPHC
PDNHV DQ XQGHUO\LQJ DVVHW DYDLODEOH IRU XVH E\ $,% 8. *URXS

,QLWLDO PHDVXUHPHQW RI ULJKW RI XVH DVVHW

7KH ULJKW RI XVH DVVHW LV LQLWLDOO\ PHDVXUHG DW FRVW ZKLFK FRPSULVHV
OLDELOLW\ DQ\ OHDVH SD\PHQWYVY PDGH DW RU EHIRUH WKH FRPPHQFHPHQW GDW
LQFXUUHG E\ $,% 8. *URXS DQG DQ HVWLPDWH RI FRVWV WR EH LQFXUUHG E\ $,
XQGHUO\LQJ DVVHW RU UHVWRULQJ WKH VLWH RQ ZKLFK WKH DVVHW LV ORFDWHG

$,% 8. *URXS SURYLGHV IRU GLODSLGDWLRQV UHVWRUDWLRQ FRVWY ZKHUH LW KEC
WKH SUHPLVHV DQG RU ZKHUH LW KDV FRPSOHWHG H[WHQVLYH PRGLILFDWLRC
REOLJDWLRQV PDLQO\ LQ UHODWLRQ WR OHDVHG KHDG RIILFH ORFDWLRQV DQG E
UHVWRUHG WR WKHLU SUHYLRXV FRQGLWLRQ ZKHQ WKH OHDVH HQGV

6XEVHTXHQW PHDVXUHPHQW RI ULJKW RI XVH DVVHW

$IWHU WKH FRPPHQFHPHQW GDWH D ULJKW RI XVH DVVHW LV PHDVXUHG DW FR
DFFXPXODWHG LPSDLUPHQW ORVVHY DQG DGMXVWHG IRU DQ\ UHPHDVXUHPHQW R
,PSDLUPHQW RV $WHWVWRXW LQ DFFRXQ®IGCHWHRIPILEDH ZKHWKHU WKH ULJKW RI XVH
DFFRXQW IRU DQ\ LPSDLUPHQW ORVV LGHQWLILHG

$,% 8. *URXS GHSUHFLDWHV WKH ULJKW RI XVH DVVHW IURP WKH FRPPHQFHPHQW
RI WKH ULJKW RI XVH DVVHW DQG WKH HQG RI WKH OHDVH WHUP RQ D VWUDLJKW

,QLWLDO PHDVXUHPHQW RI OHDVH OLDELOLW\

7KH OHDVH OLDELOLW\ LV LQLWLDOO\ PHDVXUHG DW WKH SUHVHQW YDOXH RI WK
GLVFRXQWHG XVLQJ WKH LOQWHUHVW UDWH LPSOLFLW LQ WKH OHDVH RU LI WK
LQFUHPHQWDO ERUURZLQJ UDWH

7KH OHDVH SD\PHQWYV LQFOXGH IL[HG SD\PHQWYVY LQFOXGLQJ LQ VXEVWDQFH IL
GHSHQG RQ DQ LQGH[ RU D UDWH DQG DPRXQWV H[SHFWHG WR EH SD\DEOH E\ $,
7KH OHDVH SD\PHQWY DOVR LQFOXGH WKH H[HUFLVH SULFH RI D SXUFKDVH RS!
H[HUFLVH OHDVH SD\PHQWYV LQ DQ RSWLRQDO UHQHZDO SHULRG LI $,% 8. *URXS
RSWLRQ DQG SD\PHQWV RI SHQDOWLHYV IRU WHUPLQDWLQJ WKH OHDVH LI WKH C
WR WHUPLQDWH WKH OHDVH

/IHDVH SD\PHQWVY H[FOXGH YDULDEOH HOHPHQWY ZKLFK DUH GHSHQGHQW RQ H[W
WUDQVDFWLRQ YROXPH XVDJH 9DULDEOH OHDVH SD\PHQWYV WKDW DUH QRW LQF(
DUH UHFRJQLVHG GLUHFWO\ LQ WKH LQFRPH VWDWHPHQW LQ WKH SHULRG LQ ZKL
RFFXUV

6 XEVHTXHQW PHDVXUHPHQW RI OHDVH OLDELOLW\

$IWHU WKH FRPPHQFHPHQW GDWH $,% 8. *URXS PHDVXUHV WKH OHDVH OLDELOL
LOWHUHVW RQ WKH OHDVH OLDELOLW\ E\ UHGXFLQJ WKH FDUU\LQJ DPRXQW WR
FDUU\LQJ DPRXQW WR UHIOHFW DQ\ UHDVVHVVPHQW RU OHDVH PRGLILFDWLRQV
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7KH OHDVH OLDELOLW\ LV PHDVXUHG DW DPRUWLVHG FRVW XVLQJ WKH HIITHFWLYF
FKDQJH LQ IXWXUH OHDVH SD\PHQWYV DULVLQJ IURP D FKDQJH LQ DQ LQGH[ RU
HVWLPDWH RI WKH DPRXQW H[SHFWHG WR EH SD\DEOH XQGHU D UHVLGXDO YD
DVVHVVPHQW Rl ZKHWKHU LW ZLOO H[HUFLVH D SXUFKDVH H[WHQVLRQ RU WHUPL

:KHQ WKH OHDVH OLDELOLW\ LV UHPHDVXUHG LQ WKLV ZD\ D FRUUHVSRQGLQJ L
ULJKW RI XVH DVVHW RU LV UHFRUGHG LQ SURILW RU ORVV LI WKH FDUU\LQJ DPR

/HDVH PRGLILFDWLRQV
/IHDVH PRGLILFDWLRQV DULVH IURP FKDQJHV WR WKH XQGHUO\LQJ FRQWUDFW EH\
IRU WKH PRGLILFDWLRQ LV GHSHQGHQW RQ ZKHWKHU WKH PRGLILFDWLRQ LV FRQ"

$ OHDVH PRGLILFDWLRQ LV DFFRXQWHG IRU DV D VHSDUDWH OHDVH LI ERWK WK
DGGLQJ WKH ULJKW WR XVH RQH RU PRUH XQGHUO\LQJ DVVHWV DQG WKH FRQV
FRPPHQVXUDWH ZLWK WKH VWDQGDORQH SULFH IRU WKH LQFUHDVH LQ VFRSH ,
DFFRXQWLQJ SROLF\ RQ WKH LQLWLDO UHFRJQLWLRQ DQG PHDVXUHPHQW RI OHDV\

,] b OHDVH PRGLILFDWLRQ IDLOV WKH WHVW DERYH RU WKH PRGLILFDWLRQ LV F
RULJLQDO FRQWUDFW $,% 8. *URXS PXVW DOORFDWH WKH FRQVLGHUDWLRQ LC
GHWHUPLQH WKH OHDVH WHUP RI WKH PRGLILHG OHDVH DQG UHPHDVXUH WKH
SD\PHQWYV XVLQJ D UHYLVHG GLVFRXQW UDWH

6XEOHDVH DFFRXQWLQJ

:KHUH $,% 8. *URXS VXE OHDVHVY DQ DVVHW LQWHUPHGLDWH OHVVRU ZKLFK LW K
ZKR XOWLPDWHO\ RZQV WKH DVVHW IURP D OHJDO SHUVSHFWLYH $,% 8. *URXS

RSHUDWLQJ OHDVH E\ UHIHUHQFH WR WKH ULJKW RI XVH DVVHW EHLQJ OHDVHG
FRQFOXGHG WKDW WKHUH DUH QR VXEOHDVHV LQ H[LVWHQFH WKDW UHTXLUH FOD

'"HWHUPLQDWLRQ RI IDLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV
7KH IDLU YDOXH RI D ILQDQFLDO LQVWUXPHQWRLY HMK HD BVH WHRW KD & RAKRO &V B Bl QW/
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 GLIIHUHQFH 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 SULFHVY LQ DFWLYH PDUNHWYV

4XRWHG PDUNHW SULFHV DUH XVHG ZKHUH WKRVH SULFHV DUH FRQVLGHUHG WR
WUDQVDFWLRQV IRU ILQDQFLDO LQVWUXPHQWY LQ DFWLYH PDUNHWY 9DOXDWLR
VHFXULWLHY DUH GHWHUPLQHG XVLQJ ELG SULFHV IRU DVVHW SRVLWLRQV DQG D

: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\ UHTXLUHY WKDW WKH SULFHV XVHG LQ GHWHUPLQLQJ WKH IL
VRXUFHG I[URP HVWDEOLVKHG PDUNHW PDNHUV DQG RU LQYHVWPHQW EDQNYV
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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

)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 YDOXDHWKRRRGRORJ\ LV WR FDOFXODWH WKH H[SHFWHG FDVK IORZV XQGHU W

GLVFRXQW WKHVH YDOXHV EDFN WR D SUHVHQW YDOXH 7KH DVVXPSWLRQV LQYRC

O 7KH OLNHOLKRRG DQG H[SHFWHG WLPLQJ RI IXWXUH FDVK IORZV RI WKH LQVW
E\ WKH WHUPV RI WKH LQVWUXPHQW DOWKRXJK PDQDJHPHQW MXGJHPHQW
FRXQWHUSDUW\ WR VHUYLFH WKH LQVWUXPHQW LQ DFFRUGDQFH ZLWK WKH FF
IORzV PD\ DOVR EH VHQVLWLYH WR WKH RFFXUUHQFH RI IXWXUH HYHQWYV LQFC

O 6HOHFWLQJ DQ DSSURSULDWH GLVFRXQW UDWH IRU WKH LQVWUXPHQW EDV#
GHWHUPLQDWLRQ RI DQ DSSURSULDWH VSUHDG IRU WKH LOQVWUXPHQW 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 XQFHUWDLQWLHV 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 ZK
WHFKQLTXHV RU SULFHV XVHG

7KH FKRLFH RI FRQWULEXWRUV WKH TXDOLW\ Rl 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 DVVHWYVY 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 LQFOXGHG VHSDUDWHO\ RQ Wk

6LPLODUO\ ZKHQ VHFXULWLHY DUH SXUFKDVHG VXEMHFW WR D FRPPLWPHQW WI
ERUURZYV VHFXULWLHV EXW GRHV QRW DFTXLUH WKH ULVNV DQG UHZDUGV RI RZC
ORDQV DQG WKH VHFXULWLHY DUH QRW XVXDOO\ LQFOXGHG RQ WKH VWDWHPHQ'
DQG UHSXUFKDVH SULFH LV DFFUXHG RYHU WKH OLIH RI WKH DJUHHPHQWYV XVLQJ
FRXQWHUSDUWLHY DUH DOVR UHWDLQHG LQ WKH ILQDQFLDO VWDWHPHQWYV
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7KH H[FHSWLRQ WR WKLV LV ZKHUH WKHVH DUH VROG WR WKLUG SDUWLHV DW ZI
UHFRUGHG DV D WUDGLQJ OLDELOLW\ DW IDLU YDOXH DQG DQ\ VXEVHTXHQW JDLQ

'"HULYDWLYHY DQG KHGJH DFFRXQWLQJ
'"HULYDWLYHV VXFK DV LOQOWHUHVW UDWH VZDSV RSWLRQV DQG IRUZDUG UDWH D
LQGH[ RSWLRQV DUH XVHG KUY UHDD/GLQW HXHWGRVHIYWH VZDSVY FXUUHQF\ VZDSV
vVZDSVY 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 1RQ WUDGLQJ GHULYDWLYH WL
SXUSRVHV DV SDUW RI $,% 8. *URXSxV ULVN PDQDJHPHQW VWUDWHJ\ DIDLQVW DV

'"HULYDWLYHV

'"HULYDWLYHVY DUH PHDVXUHG LQLWLDOO\ DW IDLU YDOXH RQ WKH GDWH RQ Z
VXEVHTXHQWO\ UHPHDVXUHG DW IDLU YDOXH )DLU YDOXHVY DUH REWDLQHG IURP
UHFHQW PDUNHW WUDQVDFWLRQV DQG IURP YDOXDWLRQ WHFKQLTXHV XVLQJ GL'
DV DSSURSULDWH

'"HULYDWLYHY DUH LQFOXGHG LQ DVVHWYV 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

BURILWY 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 UHPPLQD QEWXO WRNWHKPHQWY 5HFRIJBHWBURQ DQC
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

GHULYDWLYHV DUH KHOG IRU ULVN PDQDJHPHQW SXUSRVHV DQG ZKHQBD QFRLDQVD |

,QVWUXPHQWY 5HFRJIJQLWLRQD QG* RIS XWHWPIHH@QWWHY FHUWDLQ GHULYDWLYHYV D\

O +HGJHV RI WKH IDLU YDOXH RI UHFRJQLVHG DVVHWV RU OLDELOLWLHV RU ILUP

O +HGJHV Rl WKH H[SRVXUH WR YDULDELOLW\ Rl FDVK IORZV DWWULEXWDEOH WF
IRUHFDVWHG WUDQVDFWLRQ OFDVK IORZ KHGJHXx

: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
EDVLV RI ZKHWKHU WKH GHULYDWLYHVY WKDW DUH XVHG LQ KHGJLQJ WUDQVDFW
YDOXHV RU FDVK IORZV RI WKH KHGJHG LWHPYV

$,% 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
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6RPH RI $,% 8. *URXS V FDVK IORZ KHGJH UHODWLRQVKLSVY ZHUH DIIHFWHG E\ W
DITHFWHG KHGJHG LWHPV DQG KHGJLQJ LOQVWUXPHQWY ZHUH HLWKHU WUDQVLWLF
GHDGOLQHV ZKLFK ZLOO FKDQJH WKH EDVLV IRU GHWHUPLQLQJ WKH LQWHUHVW
ULVN I[IUHH UDWH DW DQ DJUHHG SRLQW LQ WLPH 7KH KHGJH GRFXPHQWDWLRQ KL

)DLU YDOXH KHGJH DFFRXQWLQJ

&KDQJHV LQ IDLU YDOXH RI GHULYDWLYHV WKDW TXDOLI\ DQG DUH GHVLJQDWHC
VWDWHPHQW WRJIJHWKHU ZLWK FKDQJHV LQ WKH IDLU YDOXH RI WKH KHGJHG DVV|
WKH KHGJH QR ORQJHU PHHWYV WKH FULWHULD IRU KHGJH DFFRXQWLQJ WKH IDLL
FDUU\LQJ YDOXH RI WKH KHGJHG LWHP LV IRU LWHPV FDUULHG DW DPRUWLVHG
SUHYLRXVO\ GHVLIQDWHG KHGJH UHODWLRQVKLS XVLQJ WKH HIITHFWLYH LQWHUH\
WKH IDLU YDOXH DGMXVWPHQW IRU KHGJHG LWHPV LV UHFRJQLVHG LQ WKH LQFRI
, I WKH KHGJHG LWHP LV VROG RU UHSDLG WKH XQDPRUWLVHG IDLU YDOXH DG
VWDWHPHQW

&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

: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 DVVHWYV

$,% 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 ZK
VXEVWDQWLDOO\ DOO RI WKH ULVNV DQG UHZDUGV RI RZQHUVKLS DQG LW GR
GHUHFRJQLWLRQ RI D ILQDQFLDO DVVHW WKH GLIIHUHQFH EHWZHHQ WKH FDUL
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\ bDOO RI WKH ULVNY DQG UHZDUGV 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
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7KH ZULWH RIl RI D ILQDQFLDO DVVHW FRQVWLWXWHY D GHUHFRJQLWLRQ HYHQW
SRUWLRQ ZULWWHQ RIl FRPSULVHV VSHFLILFDOO\ LGHQWLILHG FDVK IORZV WKLYV
RI1I

JLODQFLDO OLDELOLWLHYV
$,% 8. *URXS GHUHFRJQLVHV D ILQDQFLDO OLDELOLW\ ZKHQ LWV FRQWUDFWXDO R

,PSDLUPHQW RI ILQDQFLDO DVVHWYV
$,% 8. *URXS UHFRJQLVHW OREW DWOIOR FURBHW ORVVHV (&/V DW HDFK EDODQFH
ILQDQFLDO LQVWUXPHQWY WKDW DUH QRW PHDVXUHG DW )973/
O )LQDQFLDO DVVHWYVY DW DPRUWLVHG FRVW
O )LQDQFLDO DVVHWY DW )92&, H[FHSW IRU HTXLW\ LQVWUXPHQWV
O )LQDQFLDO JXDUDQWHH FRQWUDFWYV LVVXHG DQG
O /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

O 3UREDELOLW\ ZHLJKWHG RXWFRPHV

O 7KH WLPH YDOXH RI PRQH\ VR WKDW (&/V DUH GLVFRXQWHG WR WKH UHSRUWLQ

O 5HDVRQDEOH DQG VXSSRUWDEOH LQIRUPDWLRQ WKDW LV DYDLODEOH ZLWKRXYV
HYHQWYV FXUUHQW FRQGLWLRQV DQG IRUHFDVWYV RI IXWXUH HFRQRPLF FRQGLYV

7KH DPRXQW RI (&/V UHFRJQLVHG DV D ORVV DOORZDQFH GHSHQGY RQ WKH H[W

UHFRJQLWLRQ 7KHUH DUH WZR PHDVXUHPHQW EDVHV

o) PRQWK (&/V 6WDJH ZKLFK DSSOLHV WR LWHPV ZKHUH WKHUH KDV EHHQ C
VLQFH LQLWLDO UHFRJQLWLRQ DQG

O /LIHWLPH (&/V B6WDJHV DQG ZKLFK DSSOLHV ZKHQ D VLJQLILFDQW LQFUHD\
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
DIJDLQVW 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. *URXS GR QRW KDYH DQ\ SXUFKDVHG RU RULJLQDWHG FUHGLW LPSDLUHG IL

ORGLILFDWLRQ DQG GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWYV

JURP WLPH WR WLPH $,% 8. *URXS ZLOO PRGLI\ WKH RULJLQDO WHUPV RI D FX
UHODWLRQVKLS RU DULVLQJ IURP FKDQJHV LQ WKH FXVWRPHUxV FLUFXPVWDQFH"
DJUHHG RULJLQDO FRQWUDFWXDO UHSD\PHQWYV

$ PRGLILARDHNHEB® WR HLWKHU

O $ FKDQJH WR WKH SUHYLRXV WHUPV DQG FRQGLWLRQV RI D GHEW FRQWUDFW |
O $ WRWDO RU SDUWLDO UHILQDQFLQJ RI D GHEW FRQWUDFW
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ORGLILFDWLRQV PD\ RFFXU IRU ERWK FXVWRPHUV LQ GLVWUHVY DQG IRU WKRVH
FKDQJH RU UHQHJRWLDWLRQ RI FDVK IORZV DQG LV QRW GHUHFRJQLVHG LV D PRC

:KHQ PRGLILFDWLRQ GRHV QRW UHVXOW LQ GHUHFRJQLWLRQ WKH PRGLILHG DV
DJUHHPHQW DQG D PRGLILFDWLRQ JDLQ RU ORVV LV WDNHQ WR SURILW RU ORVYV |

7KH JURDVYU\LQJ DPRXQW RI WKH ILQDQFLDO DVVHW LV UHFDOFXODWHG DV WKH
FROWUDFWXDO FDVK IORZV GLVFRXQWHG DW WKH ILQDQFLDO DVVHWxV RULJLQDC
WKH FDUU\LQJ DPRXQW RI WKH PRGLILHG ILQDQFLDO DVVHW DQG DUH DPRUWLVH
DVVHW

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 ILQDQFLDO DVVHW OHDGV WR D FXVW
DQ\ ORDQ EDODQFH RXWVWDQGLQJ WKH QHZ LQVWUXPHQW LV UHFRJQLVHG DW
DPRXQW UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW

'"HUHFRJQLWLRQ RFFXUV LI D PRGVXKEADVMWR@WLR® DHMWWILIAMKEWMK B OXDQWLWDWLYH E

&ROODWHUDOLVHG ILQDQFLDO DVVHWY 5HSRVVHVVLRQV
7KH (&/ FDOFXODWLRQ IRU D FROODWHUDOLVHG ILQDQFLDO DVVHW UHIOHFWV WK
REWDLQLQJ DQG VHWWOLQJ WKH FROODWHUDO DQG ZKHWKHU RU QRW IRUHFORYV

YRU ORDQV ZKLFK DUH FUHGLW LPSDLUHG $,% 8. *URXS PD\ UHSRVVHVV FROODWFH
RUGHUO\ UHDOLVDWLRQ RI WKH ORDQ $,% 8. *URXS ZLOO WKHQ RIIHU WKLV UHSR
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

JLQDQFLDO DVVHWYV DW )92&,

(& DOORZDQFHV IRU ILQDQFLDO DVVHWY PHDVXUHG DW )92&, GR QRW UHGXFH W|
SRVLWLRQ EHFDXVH WKH FDUU\LQJ DPRXQW RI WKHVH DVVHWV LV IDLU YDOXH +}
ZRXOG DULVH LI WKH DVVHWV ZHUH PHDVXUHG DW DPRUWLVHG FRVW LV UHFRJGQ
DPRXQW ZLWK D FRUUHVSRQGLQJ FKDUJH WR SURILW RU ORVV 7KH DFFXPXODWF
ORVV XSRQ GHUHFRJQLWLRQ RI WKH DVVHWY WRJHWKHU ZLWK RWKHU DFFXPXOD'

ULWH RIIV DQG GHEW IRUJLYHQHVYV
$,% 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
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&ROODWHUDO DQG QHWWLQJ
&ROODWHUDO
$,% 8. *"URXS REWDLQV FROODWHUDO LQ UHVSHFW Rl FXVWRPHU UHFHLYDEOHV Z
QRUPDOO\ WDNHV WKH IRUP RI D OLHQ RYHU WKH FXVWRPHUxV DVVHWYV 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\ ,Q WKH FDVH RI FDV
UHFHLYHG IURP EDQNV RU RWKHU FRXQWHUSDUWLHY $Q\ LQWHUHVW SD\DEOH RU
LOWHUHVW 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 DPI
RQO\ LI WKHUH LV D FXUUHQWO\ HQIRUFHDEOH OHJDO ULJKW WR VHW RIl WKH UH
QHW EDVLVY RU WR UHDOLVH WKH DVVHW DQG VHWWOH WKH OLDELOLW\ VLPXOWL
DJUHHPHQWY WKHUHIRUH WKH UHODWHG DVVHWY DQG OLDELOLWLHYVY DUH SUHVH

$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

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 XHFDHOFXODWHY 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\ $GGLWLRQV DQG VXEVHTXHQW H[SHQGLWXUHY DUH FDSLWD
HFRQRPLF EHQHILWY H[SHFWHG WR EH GHULYHG IURP WKH DVVHW 1R GHSUHFLD
DQG HTXLSPHQW DUH GHSUHFLDWHG RQ D VWUDLJKW OLQH EDVLV RYHU WKHLL
FDOFXODWHG EDVHG RQ WKH JURVV FDUU\LQJ DPRXQW OHVV WKH HVWLPDWHG Ut
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$,% 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 HVWLPDWHYV 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
W LV $,% 8. *URXS SROLF\ QRW WR UHYDOXH LWV SURSHUW\ SODQW DQG HTXLSP|

,QWDQJLEOH DVVHWYV

&RPSXWHU VRIWZDUH DQG RWKHU LQWDQJLEOH DVVHWV ZLWK ILQLWH XVHIXO OL
OLQH EDVLV DQG SURYLVLRQV IRU LPSDLUPHQW LI DQ\ 7KH LGHQWLILDEOH DQf
DFTXLULQJ DQG GHYHORSLQJ VRIWZDUH DUH FDSLWDOLVHG ZKHUH WKH VRIWZD!
SUREDEOH WKDW IXWXUH HFRQRPLF EHQHILWYV WKDW H[FHHG LWV FRVW ZLOO
DVVRFLDWHG ZLWK PDLQWDLQLQJ VRIWZDUH DUH UHFRJQLVHG DV DQ H[SHQVH :
DPRUWLVH&/ RMBUYZWKHU LQWDQJLEOH DVVHWY DUH DPRUWLVHG RYHU WKH OLIH F

,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW DQG LQWDQJLEOH DVVH
$QQXDOO\ RU PRUH IUHTXHQWO\ ZKHUH HYHQWY RU FKDQJHV LQ FLUFXPVWDQF
LQWDQJLEOH DVVHWYVY DUH DVVHVVHG IRU LQGLFDWLRQV RI LPSDLUPHQW I LQG
LPSDLUPHQW UHYLHZ ,QWDQJLEOH DVVHWV QRW \HW DYDLODEOH IRU XVH DUH VX

7KH LPSDLUPHQW UHYLHZ FRPSULVHV D FRPSDULVRQ RI WKH FDUU\LQJ DPRXQW
UHFRYHUDEOH DPRXQW &DVK JHQHUDWLQJ XQLWY DUH WKH ORZHVW OHYHO DW 7
LQ DVvVHWY 7KH UHFRYHUDEOH DPRXQW LV GHWHUPLQHG DV WKH KLJKHU RI ID
JHQHUDWLQJ XQLW DQG LWV YDOXH LQ XVH )DLU YDOXH OHVV FRVWV WR VHOO
DVVHW FRXOG EH GLVSRVHG RI LQ DQ DUPxV OHQJWK WUDQVDFWLRQ HYLGHQFHG
DVVHWY 9DOXH LQ XVH LV FDOFXODWHG E\ GLVFRXQWLQJ WKH H[SHFWHG XWX
FROWLQXHG XVH LQFOXGLQJ WKRVH UHVXOWLQJ IURP LWV XOWLPDWH GLVSRVDO
LOQWDQJLEOH DVVHWYV QRW \HW DYDLODEOH IRU XVH WKH LPSDLUPHQW UHYLHZ V
DVVHW LQWR XVH

7KH FDUU\LQJ YDOXHV RI SURSHUW\ SODQW DQG HTXLSPHQW DQG LQWDQJLEOF
LPSDLUPHQW DQG WKLV ORVV LV UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW LQ W
LPSDLUPHQW ORVV PD\ EH UHYHUVHG LQ SDUW RU LQ IX0O0 ZKHQ WKHUH LV DQ LQ
DQG WKHUH KDV EHHQ D FKDQJH LQ WKH HVWLPDWHYV XVHG WR GHWHUPLQH WKH |
WKH DVVHW ZLOO RQO\ EH LQFUHDVHG XS WR WKH DPRXQW WKDW LW ZRXOG
UHFRJQLVHG

'LVSRVDO JURXSV DQG QRQ FXUUHQW DVVHWYV KHOG IRU VDOH
$ QRQ FXUUHQW DVVHW RU D GLVSRVDO JURXS FRPSULVLQJ DVVHWYV DQG OLDELO
LWV FDUU\LQJ DPRXQW ZLOO EH UHFRYHUHG SULQFLSDOO\ WKURXJK VDOH UDW
LPPHGLDWH VDOH DQG VDOH LV KLIJKO\ SUREDEOH ZLWKLQ RQH \HDU )RU WKH V
PDQDJHPHQW PXVW EH FRPPLWWHG WR D SODQ WR VHOO WKH DVVHW RU GLVSRVD
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

2Q LQLWLDO FODVVLILFDWLRQ DV KHOG IRU VDOH JHQHUDOO\ QRQ FXUUHQW DV
SUHYLRXV FDUU\LQJ DPRXQW DQG IDLU YDOXH OHVV FRVWV WR VHOO ZLWK DQ\ D
DSSOLHV WR ORVNYMW R® VXEVHTXHQW) LIHDRHINOWW P HIW KLQ WKH MNRSH LRIO, )5 |
,QVWUXFRQWYQXH WR EH PHDVXUHG LQ DFFRUGDQFH ZLWK WKDW VWDQGDUG 1R
SHULRGV

,PSDLUPHQW ORVVHV VXEVHTXHQW WR FODVVLILFDWLRQ RI DVVHWV DV KHOG I
6XEVHTXHQW LQFUHDVHV LQ IDLU YDOXH OHVV FRVWYV WR VHOO RI WKH DVVH)
UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW WR WKH H[WHQW WKDW WKH LQFUHDYV
SUHYLRXVO\ UHFRJQLVHG LQ UHVSHFW RI WKH DVVHW $VVHWYV FODVVLILHG DV KH

BURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV
BURYLVLRQV 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 HIITHFWLYH LQWHUHVW UDWH PHW
UHVXOW RI PRYHPHQWY LQ LQWHUHVW UDWHY DUH LQFOXGHG LQ RWKHU LQFRP
SURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWY LQ WKH VWDWHPHQW RI1 ILQCL

S5HVWUXFWXULQJ FRVWYV

:KHUH $,% 8. *URXS KDV D IRUPDO SODQ IRU UHVWUXFWXULQJ D EXVLQHVV DQG
DIlIHFWHG E\ WKH UHVWUXFWXULQJ E\ VWDUWLQJ WR LPSOHPHQW WKH SODQ RU
WKH DQWLFLSDWHG FRVW RI UHVWUXFWXULQJ LQFOXGLQJ UHWLUHPHQW EHQHIL
SURYLVLRQ UDLVHG LV QRUPDOO\ XWLOLVHG ZLWKLQ WZHOYH PRQWKYV )XWXUH R

&XVWRPHU UHGUHVYV

BURYLVLRQV DUH PDGH IRU FXVWRPHU UHGUHVV ZKHUH $,% 8. *URXS KDV DQ RE(
FXVWRPHUV IRU IHHV RU FKDUJHV LQFXUUHG LQ SUHYLRXV SHULRGV 3URYLVLRQ
PDGH DQG WKH DPRXQW FDQ EH UHOLDEO\ HVWLPDWHG

/HIDO FODLPV DQG RWKHU FRQWLQJHQFLHYV

BURYLVLRQV DUH PDGH IRU OHJDO FODLPV ZKHUH $,% 8. *URXS KDV SUHVHQW OH.
HYHQWY DQG LW LV PRUH OLNHO\ WKDQ QRW WKDW DQ RXWIORZ Rl UHVRXUFHV Z
FDQ EH UHOLDEO\ HVWLPDWHG

&RQWLQIJHQW OLDELOLWLHY DUH SRVVLEOH REOLJDWLRQV ZKRVH H[LVWHQFH ZLO
HYHQWYV RU RI SUHVHQW REOLJDWLRQV ZKHUH WKH WUDQVIHU RI HFRQRPLF EH
&RQWLQIJHQW OLDELOLWLHYVY DUH QRW UHFRJQLVHG EXW DUH GLVFORVHG LQ WKH
WKH WUDQVIHU RI HFRQRPLF EHQHILW LV UHPRWH

$ SURYLVLRQ LV UHFRJQLVHG IRU D FRQVWUXFWLYH REOLJDWLRQ ZKHUH D SDVW
HYHQW KDV OHIW $,% 8. *URXS ZLWK OLWWOH UHDOLVWLF DOWHUQDWLYH EXW W
YDOLG H[SHFWDWLRQ LQ RWKHU SDUWLHV WKDW LW ZLOO GLVFKDUJH WKH REOLJI

2QHURXV FRQWUDFWYV

:KHQ D GHFLVLRQ LV PDGH WKDW D OHDVHKROG SURSHUW\ ZLOO FHDVH WR EH X
XQDYRLGDEOH FRVWV RI IXWXUH REOLJDWLRQV UHODWLQJ WR WKH OHDVH DUH
SURYLVLRQ LV HVWDEOLVKHG $,% 8. *URXS UHFRJQLVHYV DQ\ LPSDLUPHQW ORVYV |
$v D OHDVH OLDELOLW\ LV FUHDWHG WR UHIOHFW IXWXUH UHQWDO REOLJDWLRQ\
ZLWKLQ WKH RQHURXV FRQWUDFW SURYLVLRQ

'LODSLGDWLRQV

$,% 8. *URXS SURYLGHV IRU GLODSLGDWLRQ RU UHVWRUDWLRQ FRVWY RQ OHDVHI
WKDW LW LQWHQGY WR H[LW WKH SUHPLVHV DQG RU ZKHUH LW KDV FRPSOHWH
DVVHW UHVWRUDWLRQ REOLJDWLRQV PDLQO\ LQ UHODWLRQ WR OHDVHG KHDG RI
ZRXO0OG QHHG WR EH UHVWRUHG WR LWV SUHYLRXV FRQGLWLRQ ZKHQ WKH OHDVH

6KDUHKROGHUVx HTXLW\

,ZVVXHG ILQDQFLDO LQVWUXPHQWY RU WKHLU FRPSRQHQWY DUH FODVVLILHG DV
FRQIHU RQ WKH KROGHU D UHVLGXDO LQWHUHVW LQ WKH DVVHWYV RI $,% 8.
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

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\

6KDUH SUHPLXP
:KHQ VKDUHV DUH LVVXHG DW D SUHPLXP ZKHWKHU IRU FDVK RU RWKHUZLVH Wi
YDOXH RI WKH VKDUHV LV WUDQVIHUUHG WR VKDUH SUHPLXP

'LYLGHQGY DQG GLVWULEXWLRQV
'LYLGHQGY RQ RUGLQDU\ VKDUHV DUH UHFRJQLVHG LQ HTXLW\ LQ WKH SHULRG LQ

2WKHU FDSLWDO UHVHUYHYV
2WKHDSLWDO UHVHUYHV UHSUHVHQW WUDQVIHUV IURP UHWDLQHG HDUQLQJV LQ D

S5HYDOXDWLRQ UHVHUYHV
5HYDOXDWLRQ UHVHUYHVY UHSUHVHQW WKH XQUHDOLVHG VXUSOXV QHW RI WD]
LPSOHPHQWDWLRQ RI ,)56V DW -DQXDU\

L, 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

&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

5HYHQXH UHVHUYHV
5HYHQXHVHUWBVHVHQW UHWD LWV PIEDQQLYYEVRIGLDULHY DQG DVVRFLDWHG XQGH
RI WKH FXPXODWLYH VXUSOXV ZLWKLQ WKH GHILQHG EHQHILW SHQVLRQ VFKHPH L

&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 UHTXLUHYVY 7KH DPHQGPHQWYVY ZKLFK DUH PRVW

$PHQGPHQWYV WBH$BHQWDWLRQ RI )LQ D @RL® 0) BEVDWDHRNHLGW \GBVWNDLVH POHDQWH U L D O L W\

-XGJHPHQWWFORVXUH RI $FFRXQWLQJ 3ROLFLHV

7KH DPHQGPHQWV3WHR/HRBWDWLRQ RI )L Q DG D,Q5 & V3 DY F\W H DNVOEDWD. Y B FO-DQWH U L D O L

-XGJHPHQWMUGLQJ GLVFORVXUH RI DFFRXQWLQJ SROLFLHV ZKLFK ZHUH LVVXH!

IROORZLQJ ZD\

O 'LVFORVXUH RI PDWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ LV QRZ UHTXLUH

O $PHQGPHQWYVY KDYH EHHQ LQFOXGHG WR FODULI\ WKDW DFFRXQWLQJ SROLF\ L
HYHQ LI WKH UHODWHG DPRXQWYV DUH LPPDWHULDO DQG LI XVHUV RI DQ HQWL\
RWKHU PDWHULDO LQIRUPDWLRQ LQ WKH ILQDQFLDO VWDWHPHQWYV

(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXD!
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

7KHVH DPHQGPHQWY ZLOO QRW KDYH PURXWHULDO LPSDFW RQ $,%

$PHQGPHQWYV WRFBSQWLQJ 3ROLFLHV &KDQJHV LQ $FFRXQWIL@LWWIQPRWHY DQG

$FFRXQWLQJ (VWLPDWHYV

7KH DPHQGPHQWSFWRX,B®LQJ 3ROLFLHV &KDQJHV LQ $FFRXQW LIQUWVXHGEL PQWH E UD
WR KHOS HQWLWLHV WR GLVWLQJXLVK EHWZHHQ DFFRXQWLQJ SROLFLHV DQG

DFFRXQWLQJ HVWLPDWHV DQG FODULI\ WKH IROORZLQJ

O 7KH GHILQLWLRQ RI D FKDQJH LQ DFFRXQWLQJ HVWLPDWHY LV UHSODFHG ZLWK

O (QWLWLHVY GHYHORS DFFRXQWLQJ HVWLPDWHYV LI DFFRXQWLQJ SROLFLHV UHTX
ZD\ WKDW LQYROYHV PHDVXUHPHQW XQFHUWDLQW\

O $ FKDQJH LQ DFFRXQWLQJ HVWLPDWHY WKDW UHVXOW IURP QHZ LQIRUPDWLRQ
HUURU

O $ FKDQJH LQ DQ DFFRXQWLQJ HVWLPDWH PD\ DIIHFW RQO\ WKH FXUUHQW SHUL
FXUUHQW SHULRG DQG IXWXUH SHULRGV

(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXD!
7KHVH DPHQGPHQWY ZLOO QRW KDYH D PDWHULDO LPSDFW RQ $,% 8. *URXS

$PHQGPHQWYV WRFRPH 7D[HMUUHG 7D[ UHODWHG WR $VVHWV DQG /LDELOLWLHV C
7UDQVDFWLRQ

7KH DPHQGPHQWYV, 9WRP$6 7TDHHWVUGLQJ GHIHUUHG WD[HV UHODWHG WR DVVHWYV D¢
WUDQVDFWLRQ ZKLFK ZHUH LVVXHG LQ 0D\ UHTXLUH WKH IROORZLQJ FKDQJH
O $Q H[HPSWLRQ IURP WKH LQLWLDO UHFRJQLWLRQ H[HPSWLRQ SURYLGHG LQ ,$6

$FFRUGLQJO\ WKH LQLWLDO UHFRJQLWLRQ H[HPSWLRQ GRHV QRW DSSO\ WR WU
WD[DEOH WHPSRUDU\ GLIITHUHQFHY DULVH RQ LQLWLDO UHFRJQLWLRQ

(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXD!
7KHVH DPHQGPHQWY ZLOO QRW KDYH D PDWHULDO LPSDFW RQ $,% 8. *URXS

$PHQGPHQWY WRUHMHQWDWLRQ Rl )LQDQ&OD® VAWMU WRRQWR/I /LDELOLWLHV DV &
FXUUHQW

,Q -DQXDU\ -X 0\ DQG 2FWREHU WKH ,$6% LVVXHG DPHQGPHQWV W
BUHVHQWDWLRQ RI )LQ DR V36 FAW\DWKR HMWXLUHPHQWY IRU FODVVLI\LQJ OLDELO
DPHQGPHQWY FODULI\

5> :KDW LV PHDQW E\ D ULJKW WR GHIHU VHWWOHPHQW

7KDW D ULJKW WR GHIHU PXVW H[LVW DW WKH HQG RI WKH UHSRUWLQJ SHULRG
7KDW FODVVLILFDWLRQ LV XQDIIHFWHG E\ WKH OLNHOLKRRG WKDW DQ HQWLW\
7KDW RQO\ LI DQ HPEHGGHG GHULYDWLYH LQ D FRQYHUWLEOH OLDELOLW\ LV L
QRW LPSDFW LWV FODVVLILFDWLRQ DQG

7KDW FRYHQDQWY WR EH FRPSOLHG ZLWK DIWHU WKH UHSRUWLQJ GDWH GR QI
FXUUHQW DW WKH UHSRUWLQJ GDWH ,QVWHDG LQIRUPDWLRQ DERXW WKHVH
ILQDQFLDO VWDWHPHQWYV

O o000

(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHIXRBY EHJLQQLQJ RQ RU DIWHU

7KHVH DPHQGPHQWY DUH QRW H[SHFWHG WR KDYH D VLJQLILFDQW LPSDFW RQ $,%
$PHQGPHQWYV WRH,D¥HWHDVH /LDELOLW\ LQ D 6DOH DQG /HDVHEDFN

,Q 6HSWHPEHU WKH ,$6% LVVXHG DFHDYGWHOQOWVUWRXL)BEE D VHOOHU OHVVHH
PHDVXUH OHDVH OLDELOLWLHV DULVLQJ IURP D OHDVHEDFN LQ D ZD\ WKDW LW G
UHODWHV WR WKH ULJKW RI XVH LW UHWDLQV

7KH QHZ UHTXLUHPHQWY GR QRW SUHYHQW D VHOOHU OHVVHH IURP UHFRJQLVLC
SDUWLDO RU IXOO WHUPLQDWLRQ RI D OHDVH

(IIHFWLYH GDWH $QQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXD!

7KHVH DPHQGPHQWY DUH QRW H[SHFWHG WR KDYH D VLJQLILFDQW LPSDFW RQ $,%
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

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\

&ULWLFDO DFFRXQWLQJ MXGJHPHQWY DQG HVWLPDWHYV
7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWYV UHTXLUHV PDQDJHPHQW WR PD
SROLFLHV DQG HVWLPDWHV DQG DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWHG
H[SHQVHV DQG GLVFORVXUHV Rl FRQWLQJHQW DVVHWV DQG OLDELOLWLHV 7KH
H[SHULHQFH DQG YDULRXV RWKHU IDFWRUV WKDW DUH EHOLHYHG WR EH UHDVR
MXGJHPHQW LQYROYHV PDNLQJ DVVHVVPHQWYV FRQFHUQLQJ WKH OLNHOLKRRG RI
WKRVH HVWLPDWHYV

7KH DUHDV LQYROYLQJ D KLJKHU GHJUHH RI MXGJHPHQW RU DUHDV ZKHUH DVVX
VLIQLILFDQW LPSDFW RQ WKH ILQDQFLDO VWDWHPHQWY DUH VHW RXW LQ WKLV Q

,PSDLUPHQW RI MMGDIQFLDO D

$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU LPSDLUPHQW R TVIK®D Q8L D O OIRZ\DHQF ¥ VL V
ILQDQFLDO DVWFHMPEBW UHSUHVHQW PDQDJHPHQWxXxV 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

O 'HWHUPLQLQJ WKH FULWHULD IRU D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN
O &KRRVLQJ WKH DSSURSULDWH PRGHOV DQG DVVXPSWLRQV IRU (&/ HJ 3' /*' DG
O 'HWHUPLQLQJ WKH OLIH RI D ILQDQFLDO LQVWUXPHQW DQG WKHUHIRUH WKH S
O (VWDEOLVKLQJ WKH QXPEHU DQG UHODWLYH ZHLJKWLQJV IRU IRUZDUG ORRNLQ
0 'HWHUPLQLQJ WKH UHTXLUHPHQW DQG WKH DSSURSULDWH PHWKR®RQRU\ IRU

IXUWKHU GHWDLOV
O 6WUDWLI\LQJ ILQDQFLDO DVVHWY LQWR JURXSV ZLWK VLPLODU ULVN FKDUDFW!}

(VWLPDWHH/ LQYROYHG LQ WA EQGXX\WOD WQW R WERHOXGCL\WH U&LYY YDOXDWLRQV DQG
Rl FROODWHWPDWHY DUH DOVR LQYROYHG LQ GHWHUPLQLQJ WKH DP RRQW XRIWSKRAY
GHWDLOYV

7KH VHQVLWLYLW\ Rl WKH (& DOORZDQFH WR FKDQJHV LQ WKH PDFURHFRQRPLF
QRWHE DQGF

JXUWKHU LQIRUPDWLRQ RQ LPSDLUPHQW RI ILQDQFLDO DVVHWYV PHDVXUHPHQW
D

5HFRYHUDELOLW\ RI GHIHUUHG WD[ DVVHW
$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU GHIHDQBGGWWPDLOVVRWS$RKVB. L'Q RIRIMN C(
DVVHWY DQG OLDELOLWLHYVY 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 MXGJHPHQWYVY 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 UHWLUHPH QW G I&® M D WO S ORIQW KIH/ NVHHA\WD R
DQG WKH YDOXDWLRQ RI WKH $,% *URXS 8. 3HQVLRHFBEPEHRHD WKNHE. BRMWHP@ Q

-XGIJHPHDW LQYROYHG LQ GHWHUPLQLQJ WKH DSSURSULDWH PRGHOV WR EDVH
DVVXPSWLRQV RQ 7KH FKRLFH RI WKHVH GULYHVY WKH YDOXDWLRQ RI WKH 8. 6FK
VWDWHPHQWYV

-XGIJHPHQW LV LQYROYHG LQ GHWHUPLQLQJ WKH DSSURSULDWH DFFRXQWLQJ WU
$33 WR 3%, 7KH GHFLVLRQ UHVXOWHG LQ DQ\ ORVVHV DVVRFLDWHG ZLWK HQ\
FRPSUHKHQVLYH LQFRPH

(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
GLIITHUHQW LI D GLIITHUHQW VHW RI DVVXPSWLRQV ZH&. B PKHPEIU AHKHHIW R XIS IVQ RXRW
WR WKH ILQDQFLDO VWDWHPHQWY WRJHWKHU ZLWK D VHQVLWLYLW\ DQDO\VLV R
OLDELOLWLHV WR FKDQJHV LQ WKRVH DVVXPSWLRQV

)DLU YDOXH RI LQYHVWPHQW VHFXULWLHYV
7KH IDLU YDOXH RI WKH LQYHVWRBQ VE WHE X GLEN WV REIBNY WLPDWLRQ XQFHUWD!|
'"HFHPEHU WKDW KDV D VLIJQLILFDQW ULVN RI UHVXOWLQJ LQ D PDWHULDO DGMXV!'

(VWLPDIWWHY LQYROYHG LQ DVVHVVLQJ WKH IDLU YDOXH RI WKH HTXLW\ LQYHVWPH

7KH H[SHFWHG VDOH SURFHHGV RI d P DW '"HFHPEHU KDYH EHHQ EDVHG R
WUDGLQJ HQWLW\ $SSO\LQJ GLIIHUHQW DVVXPSWLRQV DW '"HFHPEHU WR GH'
LPSDFW WKH IDLU YDOXH HVWLPDWLRQ $ LQFUHDVH LQ WKH QHW DVVHW YDC(

YDOXH RI WKH LQYHVWPHQW E\'d P WR d P $ UHGKFRARXRO®G LLHBXHHOMMHD DV HW YO
WR d P 7KHVH VHQVLWLYLWLHY DUH LQFOXGHG LQ WKR®BPHBSV PERDVHYHONKR WV
PXOWLSOLHU HVWLPDWLRQ DQG DSSO\LQJ D UHYHQXH PXOWLSOLHU RI EHWZHHQ
HQWLW\ ZRXOG JLYH DQ LQYHVWPHQW VHFXULW\ YDOXDWLRQ RI EHWZHHQ d P DQ

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

, QWHUHVW 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 PHWKRG

,QWHUHVW LQFRPH RQ ILQDQFH OHDVHYV DQG KLUH SXUFKDVH FRQWUDFWYV

7TRWDO LQWHUHVW LQFRPH

,QWHUHVW H[SHQVH

dP dpP
,QWHUHVW RQ GHSRVLWYV E\ EDQNYV
,QWHUHVW RQ FXVWRPHU DFFRXQWYV
,QWHUHVW RQ VHFRQGDU\ QRQ SUHIHUHQWLDO GHEW o]
,QWHUHVW RQ OHDVH OLDELOLWLHV QRWH o)

,QWHUHVW H[SHQVH FDOFXODWHG XVLQJ WKH HIITHFWLYH LQWHUHVW PHWKRG

, QWHUHVW H[SHQVH UHSRUWHG DERYH FDOFXODWHG XVLQJ WKH HIITHFWLYH LQW!

IDLU YDOXH WKRXJK SURILW RU ORVV

1HW IHH DQG FRPPLVVLRQ LQFRPH

dP dpP

5SHWDLO EDQNLQJ FXVWRPHU IHHV
&UHGLW UHODWHG IHHV

JRUHLJQ H[FKDQJH IHHV

6HUYLFH FKDUJH

&UHGLW FDUG FRPPLVVLRQ
2WKHU IHHV DQG FRPPLVVLRQ

JHH DQG FRPPLVVLRQ LQFRPH

JHH DQG FRPPLVVLRQ H[SHQVH

7KH VHUYLFH FKDUJH UHODWHY WR LQFRPH UHFHLYHG

IURP D IHOORZ VXEVLGLDU\ DV SI

UHLPEXUVHG IRU SHUVRQQHO DQG DGPLQLVWUDWLRQ FRVWV LQFXUUHG VHUYLFLQJ WKH FI

JHHV DQG FRPIZKLFK DQ LQWHUOWDRI SKH HIIHFWLYH LQWHUHVW UDWH DUH UHFR
VLPLODU LQFRRW IQRWHUHVW DQG VLPLODU H[SHQVH QRWH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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ILQDQFLDO VWDWHPHQWYV

ILQDQFLDO LQFRPH

1RWHV WR WKH

1HW WUDGLQJ DQG RWKHU
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

HTXLW\

L, QYHVWPHQW VHFXULWLHYV

1HW ORVV RQ GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWY PHD\

&DUU\LQJ YDOXH RRVV IURP
GHUHFRJQLVBEUHFRJIQLWLRQ

ILQDQFLDO DVVHWYV
PHDVXUHG DW
DPRUWLVHG FRVW

dpP dP

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

L
dP dpP

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

,Q d P RI WVBH/ IURP GHUWRRMH WMLRM WKH VDOH RI D SRUWIROLR RI $,% *% SH
HQWHUSULVH 60( dORDDYG d P IURP WERRQMHWRUPRDWIROLR Rl ORDQV VHH QRWI
WKH ORVV RI d P RQ WKH VDOH RI WKH SHUIRUPLQJ 60( ORDQV ZDV RIIVHW E\ D S

DGYDQFHV WR FXVWRPHUYV

2WKHU RSHUDWLQJ LQFRPH H[SHQVH
dP dP

BURILW ORVV RQ GLVSRVDO RI SURSHUW\ QRWH

BBEBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBI
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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 o]
2WKHU SHUVRQQHO H[SHQVHYV

3HUVRQQHO H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
2SHUDWLQJ H[SHQVHV

JRU WKH \HDU '"H¢E8RBEHU D FKDUJI® RI d d P ZDV PDGH WR WKH LQFRPH VWDWHPHQW LQ U
EHQHILWY DULVLQJ IURP WKH YROXQWDU\ V@ Y$H8.DQFRS St iPJ BRD PAPKIH LK BrERBHPIBWMAUR Q L
d P UHODWHV WR WKH UHVWUXFWXUL@®J SURYLVLRQ H[SODLQHG LQ QRWH

,QFOXGHV D EQDOJH RP UHODWLQJ WR WKH UHVWUXFWRUZIUQWHER¥FNYIPRQRI @RWHIDWLRQ [
RWKHU SURYLVLRQV IRU dPLDELQPWLEW HQRMHAW RI WKH )6&6 OHY\ DQG RSHURWLQJ OHDVH

TKHPRQWKO\ DYHUDJH QXPEHU RI HPSOR\HHV 1X0OO WLPH HTXLYDOHQWYV RI $,% 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 'HORLWWH //3

$XGLW IHHV IRU VWDWXWRU\ DXGLW
2WKHU DVVXUDQFH VHUYLFHV LQFOXGLQJ UHJXODWRU\ FRPSOLDQFH ZRUN
$XGLW RI SHQVLRQ VFKHPHYV DVVRFLDWHG ZLWK $,% 8. *URXS

7KH DXGLW RI VXEVLGLDULHV LV LQFOXGHG ZLWKLQ WKH VWDWXWRUNQDXBOWWHRQ MRRDW & H
DXGLW d N LQ UHODWLR @ XGR W KH

2WKHU DVVXUDQFH VHUYLFHV LQFOXGHV %D QN 56 (00BQW HRD¥U FGSHR BWERUWDLQG 7HUP )
$VVXUDQFH 5HSRUWLQJ 'XH WR WKHLU QDWXUH WKHVH VHUYLFHV DUH XVXDOO\ SHUIRUPH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

1HW FUHGLW LPSDLUPHQW FKDUJH ZULWHEDFN

7KH IROORZLQJ WDEOH DQDO\VHV WKH LQFRPH VWDWHPHQW QHW FUHGLW LPSDL!
WKH \HDUV HRBHMREHU DQG

X GOHDVXUHG DW
UWLVHBPRUWLVHG
F W FRVW

&UHGLW LPSDLUPHQW FKDUJH ZULWHEDFN RQ ILQDQFLDO L@NWUXPHQpV

1HW UH PHDVXUHPHQW RI (& DOORZDQFH
/IRDQV DQG DGYDQFHV WR FXVWRPHUV
/JRDQ FRPPLWPHQWY QRWH
&UHGLW LPSDLUPHQW FKDUJH ZULWHEDFN EHIRUH UHFRYHULHV

5HFRYHULHV RI DPRXQWV ZULWWHQ RII LQ SUHYLRXV \HDUV
1HW FUHGLW LPSDLUPHQW FKDUJH ZULWHEDEN

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\ GLIIHUHQFHYV
&XUUHQW \HDU
3ULRU \HDU o]
&KDQJH LQ GHIHUUHG WD[ RQ ORVVHV Rl SUHYLRXVO\ QRW UHFRJQLVHG ORVVH)
&XUUHQW \HDU
'HIHUUHG WD[ FKDUJH FUHGLW IRU WKH \HDU QRWH
7RWDO WD[ FKDUJH FUHGLW IRU WKH \HDU

7KH WD[ FKDUJH IRU WKH SHULRG KVJBHORZUWKNGEKD WMWHDQGWKKEB DYHUDJH UDWH RI
WD[ LQ WKH 8. RI 7KH GLIITIHUHQFHY DUH H[SODLQHG EHORZ

dpP dpP

&RUSRUDWLRQ WD[ FKDUJH DW VWDQGDUG DYHUDJH UDWH

(ITHFWV RI
(ISHQVHVY QRW GHGXFWLEOH IRU WD[ SXUSRVHV
((HPSWHG LQFRPH LQFRPH DW UHGXFHG UDWHV DQG WD[ FUHGLWYV
,QFRPH WD[HG DW EDQN VXUFKDUJH UDWH
'"HIHUUHG WD[ DPRXQWY SUHYLRXVO\ QRW UHFRJQLVHG
&KDQJH LQ WD[ UDWH
$GMXVWPHQWY WR WD[ FKDUJH LQ UHVSHFW RI SULRU \HDU®
7D[ FKDUJH FUHGLW

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$W 'HFHPEHU WKH FXUUHQW WD[DWLRQ EDODQFH RI $R% 8. *URXDZO®WRD®, % \BYHW
ZDV DQ DVVHMHW RI dl P

'LYLGHQGV RQ HTXLW\ VKDUHYV
1R GLYLGHQGV ZHUH SRUG GXULQJ

7TUDQVIHU RI ILQDQFLDO DVVHWYV

&RQWLQQYROYHPHGWUHFRIQLVHG ILQDQFLDO DVVHWYV

7TUDQVIHUVSWRR®,®% ODQDIJHPHQW /LPLWHG 8./0

,Q DQG $,% 8. WUDQVIHUUHG FHUWDLQ LPSDLUHG DQG YXOQHUDEOH ORD
ORDQV ZHUH GHUHFRJQLVHG E\ $,% 8. +RZHYHU $,% 8. UHWDLQV VHUYLFLQJ Ul
DVVHWYV ZKLFK UHSUHVHQWY FRQWLQXLQJ LOQYROYHPHQW ZLWK WKRVH DVVHWYV ¢
FDVK IORZV RQ WKH WUDQVIHUUHG DVVHWY RQ EHKDOI RI 8./0 DQG LQ UHWXUQ $
IRU SHUIRUPLQJ WKH VHUYLFLQJ RI WKHVH DVVHWYV VHH QRWH

6DOH RI DVVHWYV WR WKLUG SDUWLHYV
$,% 8*URBXVROG D SRUWIROLR RI *% 60( ORDQV ZLWK D QHW ERRN YDOXH RI d
FRQVLGHUDWLRQ RI d P $IWHU WDNLQJ LQWR DFFRXWWHVHDRELRMYV KRRV @LV BERYIEC

d P ZDV UHFRUGHG RQ WKLV WUDQVDFWLRQ VHH QRWH 7KH ORDQV ZHUH GH!|
WKH GDWH FRQVHQW WR VHOO WKH ORDQV ZDV UHFHLYHG $,% 8. FRQWLQXH
XQWLO WUDQVLWLRQ RI WKH ILQDO ORDQV ZDV FRPSOHWHG LQ 2FWREHU $,%

ZHUH LQ WUDQVLWLRQ

$,% 8. *URXS VROG DQBRBUWIROBRORIY ZLWK D QHW ERRN YDOXH RI'd P WR D WKL
IRUD FRQVLGHUDWLRQ RI'd P $IWHU WDNLQJ LQWR DFFRXQW VHOOLQJ SRVW VI
RI'd P ZDV UHFRUGHG RQ WKLV WUDQVDFWLRQ VHH QRWH 7KH ORDQV ZHUH GH

VDOH RI '"HFHPEHU $,% 8. DUH FRQWLQXLQJ WR VHUYLFH WKH ORDQV RQ

FRPSOH®DMEHU LQ $W 'HFHPEHU DQ DPRXQW RI d P UHODWLQJ WR VDOH

FXVWRPHUV ZDV GXH WR EH UHFHLYHG IURP WKH SXUFKDVHU VHH QRWH 7KL
YHEUXDU\
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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 GHULYDWLYHYV DUH 1

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

SURFHGXUHYV ,Q DGGLWLRQ GHULYDWLYH LQVWUXPHQWY DUH VXEWFRM EME W®& F
WKH 5LVN PDQDJHPHQW VHFWLRQ

7KH IROORZLQJ WDEOH DQDO\WHV WKH QRWLRQDO SULQFLSDO DPRXQW RI LQW
FRQWUDFWYV E\ UHVLGXDO PDWXULW\ WRJHWKHU ZLWK WKH SRVLWLYH IDLU YDOX

/HVV WKDQW \HDUV 7RWDLCHVV W DQ R \HDUV 7RWDO
\HDU \HD V \HD \HDUV

5HVLGXDO PDWXULW\ dP dpP dp dpP dP dpP dP dpP
1IRWLRQDO SULQFLSDO DPRXQW
3RVLWLYH IDLU YDOXH

7KH FRQFHQWUDWLRQ RI H[SRVXUHV RI $,% *URXS 8. LQdAdHVEHFW RI QRWLRQDO
DQG SRVLWLYH IDLU YDOXH RI LQWHBRQWUBEBWN DQG H[FKDRUH W@WKH 8. DV
FROQFHQWUDWLRQVY DUH EDVHG SULPDULO\ RQ WKH ORFDWLRQ RI WKH RIILFH UHFI

7KH IROORZLQJ WDEOH SUHVHQWYV WKH QRWLRQDO SULQFLSDO DPRXQW RI LQ\
FRQWUDFWYV WRIJHWKHU ZLWK WKH SRVLWLYH DQG QHIJDWHFHPIDPHU FOGXHYV DWWD

IRWLRQDODLU YDOXHV 1RWLRQDODLU YDOXHYV
SULQFLSBOVHWVDELOLWISHMQFLS®OVHWNYDELOLWLHYV
DPRXQW DPRXQW

dP dP dP 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 GHULYDWLYHYV
278&

JRUHLJQ H[FKDQJH FRQWUDFWYV
7TRWDO IRUHLJQ H[FKDQJH GHULYDWLYHV

7TRWDO GHULYDWLYHV KHOG IRU WUDGLQJ

'"HULYDWLYHVY KHOG IRU KHGJLQJ

'"HULYDWLYHY GHVLIJQDWHG DV FDVK
IORZ KHGJHV 27&

,QWHUHVW UDWH VZDSV

7TRWDO GHULYDWLYHYV GHVLIJQDWHG DV
FDVK IORZ KHGJHYV

7TRWDO GHULYDWLYHV KHOG IRU KHGJLQJ

7TRWDO GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

BBBBBBBBBBBBBBBBBBBBBBBBBBEBBBBBBBBBBBBBBBBBBBEBBBBBBBBBBBBBBBBBBBB
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

&DVK IORZ KHGJHV

7KH WDEOH EHORZ VHWV RXW WKH KHGJHG FDVK IORZV ZKLFK DUH H[SHFWHG WR
KHGJHG FDVK IORZV ZKLFK DUH H[SHFWHG WR LPSDFW WKH LQFRPH VWDWHPHQW

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

LWKLQ %H WZHHQ’/oHWZHH((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 0o

JRU $,% 8. *URXS WKH LQHIIHFWLYHQHVV UHIOHFWHG LQ WKH LQFR@HOVWDWHPHC

dQLO7KH WRWDO DPRXQW UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQEGERMRY QHW R
d P ORWRV dP

IHWWLQJ ILQDQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH VKRZQ RQ WKH VWDWHPHQW RI ILQD
IDLU YDOXH DUH UHSRUWHG DV DVVHWY DQG WKRVH ZLWK D QHJDWLYH IDLU YDO:

BBBBBBBBBBBBBBBBBBBBBBBBBBEBBBBBBBBBBBBBBBBBBBEBBBBBBBBBBBBBBBBBBBB
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

/JRDQV DQG DGYDQFHV WR EDQNYV

$,% 8. *URXS $,% 8.
dP dP dP dP
$W DPRUWLVHG FRVW
YXQGV SODFHG ZLWK FHQWUDO EDQNYV
YXQGV SODFHG ZLWK RWKHU EDQNYV
/IRVV DOORZDQFH QRWH o} o o} o)

7TRWDO ORDQV DQG DGYDQFHV WR EDQNYV

$PRXQWV LQFOXGH
'XH IURP $,% SOF DQG IHOORZ VXEVLGLDULHV

(IWHUQDO UDWLQJ
$$ $%
$ $%
%%% %%% %% %%

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 WKHHEGWEHHERPB\D QQIO®RDODY WWH 'LUHFWRUV H[S
UHFRYHU WKH DPRXQWV RZHG $Q LQVLJQLILFDQW (&/ ZB¥HREHGW RQ WKH LQWHUFI

/IRDQV DQG DGYDQFHV WR FXVWRPHUYV

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

dpP dP

$W DPRUWLVHG FRVW
/IRDQV DQG DGYDQFHV WR FXVWRPHUYV
$PRXQWV 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 WKH'HPMPEHAR ZID/QY@RD QQLDW DV WKH 'LUHF
H[SHFWHG WR IXOO\ UHFRYHU WKH DPRXQWV RZHG

JXUWKHU GLVFORVXUHY UHOHYDQW WR $,% 8. *URXSxV ORDQV DQ&UBGY.IM BHVNW
GLVFORVXUHV

BBBEBBBBEBBBBEBBBBEBBEBBEBEBEBBEBEBBBEBEBBEBEBEBBBBEBEBBEBEBBEBEBEBBBEBBBB
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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

/DWHU WKDQ \HDU DQG QRW ODWHU WKDQ \HDUYV
/DWHU WKDQ \HDUV DQG QRW ODWHU WKDQ \HDUV
/DWHU WKDQ \HDUV DQG QRW ODWHU WKDQ \HDUV
/IDWHU WKDQ \HDUV DQG QRW ODWHU WKDQ \HDUV
/IDWHU WKDQ \HDUV

7RWDO JURVV UHFHLYDEOHYV
8QHDUQHG IXWXUH ILQDQFH LQFRPH

BUHVHQW YDOXH RI PLQLPXP SD\PHQWYV

(& DOORZDQFH IRU XQFROOHFWLEOH PLQLPXP SD\PHQWY UHFHLYDEOH

,QFOXGHG LQ WKH (&/ DOORZDQFH RQ ORDQV DQG DGYDQFHV WR FXVWRPHUV QRWH

IRVV DOORZDQFH RQ ILQDQFLDO DVVHWYV
7KH IROORZLQJ WDEOH VKRZV WKH PRYHPHQWYV LQ WKH H[SHFWHG FUHGLW ORVYV

$,% 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

$W 'HFHPEHU

$PRXQW LQFOXGHG LQ ILQDQFLDO DVVHWY PHDVXUHG DW DPRUWLVHG FRVW
/RDQV DQG DGYDQFHV WR EDQNYV o] o)
/RDQV DQG DGYDQFHV WR FXVWRPHUV

$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU LPSDLUPHQW RI IKQOQWLBORNVVHRYLQ
FRQWLQXRXV SURFHVV SURYLVLRQ DGHTXDF\ LV IRUPDOO\ UHYLHZHG LQ $,% 8.
RYHUDOO SURYLVLRQ UHTXLUHPHQW DFURVV DOO FUHGLW SRUWIROLRYV

JXUWKHU GLVFORVXUHY UHOHYDQW WR $,% 8. *URXSxV ORDQV DQ&UBGY.IM BHVNW
GLVFORVXUHYV

BBBEBBBBEBBBBEBBBBEBBEBBEBEBEBBEBEBBBEBEBBEBEBEBBBBEBEBBEBEBBEBEBEBBBEBBBB
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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 VWDNHKF
,GHQWLI\ DVVHVV DQG PHDVXUH FUHGLW ULVN FOHDUO\ DQG DFFXUDWHO\ DFU
ORQLWRU FUHGLW ULVN DQG DGKHUHQFH WR DJUHHG FRQWUROV

(oo ooz

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
5> $Q XQELDVHG DQG SUREDELOLW\ ZHLJKWHG DPRXQW WKDW LV GHWHUPLQHG E\
8QGHUO\LQJ PRGHOV VKRXOG EH SRLQW LQ WLPH DQG IRUZDUG ORRNLQJ O UHF
7KH (&/ PXVW UHIOHFW WKH WLPH YDOXH RI PRQH\

$ OLIHWLPH (&/ LV FDOFXODWHG IRU ILQDQFLDO DVVHWV LQ 6WDJHV DQG D
7KH (& FDOFXODWLRQ PXVW LQFRUSRUDWH UHDVRQDEOH DQG VXSSRUWDEOH |
HIIRUW DW WKH UHSRUWLQJ GDWH DERXW SDVW HYHQWV FXUUHQW FRQGLWLR

e eoZeZ o e

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 Rl WKH (&/ PRGHO LV WR UHIOHFW DQ\ UHODWLYH GHWHULRUD
LOQVWUXPHQWY RFFXUULQJ HJ FKDQJH LQ WKH ULVN RI D GHIDXOW 7KH (&/ DPF
GHSHQGV RQ WKH H[WHQW RI FUHGLW GHWHULRUDWLRQ VLQFH LQLWLDO UHFRJQL

%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
/ILIHWLPH (&/ 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
JLQDQFLDO DVVHWYV DUH DOORFDWHG WR VWDJHV GHSHQGHQW RQ FUHGLW TXDOL

&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 YDULDEOHV DUH XVHG LQ WKH /LIHWLPH 3" PRGHOV ORC
IRUHFDVWYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

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 SUREDWLRQ SHULRGYV LQ OLQH ZLWK UHJXODWRU\ UHTXLUHPI

6WDJH FKDUDFWHULVWLFV
2EOLJDWLRQV ZKHUH WKHUH KDV EHHQ D OVLJQLILFDQW LQFUHDVH LQ FUHGLW |
REMHFWLYH HYLGHQFH RI FUHGLW LPSDLUPHQW DUH FODVVLILHG DV 6WDJH DQG

$,% 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

4AXDQWLWDWLYHKHNWDRHKDWXUH UHIOHFWY DQ DULWKPHWLF DVVHVVPHQW RI WKH Fl
LQ WKH SUREDELOLW\ RI GHIDXOW $,% 8. *URXS FRPSDUHV HDFK REOLJDWLRQxV
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

AXDOLWDWLYH7RHD \PHDVXUH UHIOHFWV WKH DVVHVVPHQW RI WKH FKDQJH LQ FUF
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

O $ GRZQJUDGH RI WKH ERUURZHUxV IDFLOLW\xV FUHGLW JUDGH UHIOHFWLQJ \
DFFRXQWV DQG RU

O )RUEHDUDQFH KDV EHHQ SURYLGHG DQG WKH DFFRXQW LV ZLWKLQ WKH SURED)

/IHQGHU DVVHVVHG 6,&5 WULJJHUV )XUWKHU VSHFLILF TXDOLWDWLYH 6,&5 LQGL
DSSURSULDWH DQG WLPHO\ LGHQWLILFDWLRQ RI LQFUHDVHG FUHGLW ULVN ZKLF!

7KH FULWHULD IRU WKLY OHQGHU DVVHVVHG WULJJHU LQFOXGH IRU H[DPSOH

O $ SRVW GLVWUHVVHG UHVWUXFWXUH SD\PHQW GHIDXOW RFFXUV ZKHUH WKH ER

O $ PDWHULDO DGYHUVH HYHQW KDV RFFXUUHG IRU WKH ERUURZHU ZKLFK PD\ L
DGYHUVH SXEOLFLW\ ZKLFK UDLVHV FRQFHUQV RYHU WKH YLDELOLW\ RI D EX
ZKLFK UDLVHV FRQFHUQV RYHU WKH VWUDWHJI\ YLDELOLW\ RI WKH EXVLQHV\
LQFOXGLQJ EXW QRW OLPLWHG WR HFRQRPLF RU PDUNHW YRODWLOLW\ FKD
LQGXVWU\ FKDQJHV LQ DFFHVV WR PDUNHWYV ZKHUH WKH ILQDQFLDO LPSDFW

%DFNVWRS LQ&®L%D8WRURXS KDV DGRSWHG WKH UHEXWWDEOH SUHVXPSWLRQ ZLW
GD\V SDVW GXH UHSUHVHQW D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN

:KHUH 6,&5 FULWHULD DUH QR ORQJHU D WULJJHU WKH DFFRXQW FDQ H[LW 6WDJt}
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

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

O :KHUH $,% 8. *URXS FRQVLGHUV D ERUURZHU WR EH XQOLNHO\ WR SD\ WKHLU
UHJDUGOHVV RI WKH H[LVWHQFH RI DQ\ SDVW GXH DPRXQW RU

O 7KH ERUURZHU LV GD\V RU PRUH SDVW GXH RQ DQ\ PDWHULDO ORDQ GD\
SULQFLSDO LQWHUHVW RU IHH KDV QRW EHHQ SDLG E\ D ERUURZHU DW WKH G

,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 WKH '&) DVVHVVPHQW SURGXFHV D EDVH FDVH (&/ DQG WKH LF
DSSOLHG DV D 30%$ VHH SDJH OXOWLSOH '&)V DUH FDSWXUHG ZKHUH JURV\
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 WKLV 7KH NH\ MXGJHPHQWYV LQ WKH \HDU HQG (&/ HVWLPDWHV DL

(IHIHFWLYH LQWHUHVW UDWH

7KH (& PXVW LQFRUSRUDWH WKH WLPH YDOXH RI PRQH\ GLVFRXQWHG WR WKH

GHWHUPLQHG DW LQLWLDO UHFRJQLWLRQ RU DQ DSSUR[LPDWLRQ WKHUHRI

O $,% 8. *URXS XVHV DQ DSSUR[LPDWLRQ DSSURDFK EDVHG RQ WKH DFFRXQW OH
LV DSSOLHG WR ERWK GUDZQ DQG XQGUDZQ FRPPLWPHQWYV

O 7KLV DSSURDFK LV VXEMHFW WR DQ DQQXDO DVVHVVPHQW WKDW DOO DSSURJL
PDWHULDO PLVVWDWHPHQW RI WKH (&/

O $,% 8. *URXS KDV WHVWHG WKH DSSURSULDWHQHVV RI XVLQJ FXUUHQW LQWH
UDWHV UHTXLUHG IRU PHDVXULQJ (&/V 7KLV WHVWLQJ GHWHUPLQHG WKDW XV
LV DQ DSSURSULDWH DSSUR[LPDWLRQ
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

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

O WKH ILQDQFLDO LQVWUXPHQW KDV D ORZ ULVN RI GHIDXOW

O WKH ERUURZHU KDV D VWURQJ FDSDFLW\ WR PHHW LWV FRQWUDFWXDO FDVK IC

O DGYHUVH FKDQJHV LQ HFRQRPLF EXVLQHVV FRQGLWLRQV LQ WKH ORQJHU WHU
RI WKH ERUURZHU WR IXOILO LWV FRQWUDFWXDO FDVK IORZ REOLJDWLRQV

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

,] bQ DVVHW GRHV QRW PHHW WKH DERYH FULWHULD IRU WKH ORZ FUHGLW ULVN
VWDJH DOORFDWLRQ ,I VXFK DVVHWY DUH RQ D ZDWFK OLVW WKH\ DUH DOORFDW

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 SRUWIROLRY SOXV DOO QRQ '&) 6WDJH I

)56 BUWIRBGICRQHDWLRQ

6LPLODU WR WKH LQWHUQDO UDWLQJ PRGHOV WKH ,)56 PRGHOV DUH GHOLQHDW
SRUWIROLRV SURYLGH H[SRVXUH OHYHO ULVN SDUDPHWHU HVWLPDWHV ZKLFK

PHWULFV ZKHUH DSSURSULDWH ZKLOVW WKH QRQ UHWDLO SRUWIROLRYV SURYLG

HVWLPDWHYV

BUREDELOLW)\ RI GHIDXOW

BUREDELOLW\ RI GHIDXOW 3' LV WKH OLNHOLKRRG WKDW DQ DFFRXQW RU ERU
WKH\ DUH QRW FXUUHQWO\ LQ GHIDXOW 7KH 3' LV D SRLQW LQ WLPH HVWLPDVW
HFRQRPLF FRQGLWLRQV

,Q RUGHU WR FDSWXUH WKH DSSURSULDWH ULVN G\QDPLFV DFURVV WKH OLIHWLP

O ODFURHFRQRPLF HIIHFWV FDSWXUHG WKURXJK IDFWRUV VXFK DV XQHPSOR\PHQ

O &URVV VHFWLRQDO ULVN GLVFULPLQDWRUV LQ SDUWLFXODU WKH LQWHUQD
IRUEHDUDQFH DQG GD\V SDVW GXH DQG

O 6HDVRQLQJ IDFWRUV VXFK DV SURGXFW W\SH GHOLQTXHQF\ DQG IRUEHDUDQFF

/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 RI XQGHUO\LQJ FROODWHUDO LV HVWLPDWHG DW WKH IRUHFDVW
PDUNHW SULFH JURZWK IDOOV DQG KDLUFXWV RQ PDUNHW YDOXHV WKDW D
FRVWYV LQ RUGHU WR FDOFXODWH WKH IXWXUH UHFRYHU\ DPRXQW

a 7TKH SRWHQWLDO IRU WKH H[SRVXUH WR EH GHOHYHUDJHG WKURXJK D SRUWI
ZLWK VDPH DQG

a 3DWKV IRU UHWXUQLQJ WR WKH SHUIRUPLQJ SRUWIROLRV VXFK DV IRUEHDUD!

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 FROODWHUDO LV HVWLPL
(& EDVHG RQ KLVWRULFDO H[SHULHQFH RI GLVFRXQWHG UHFRYHULHV

([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

O 7THUP FUHGLW SURGXFWV WKH FRQWUDFWXDO PDWXULW\ GDWH ZLWK H[SRVXU}L
LH DPRUWLVDWLRQ DQG SUHSD\PHQW

O 5HYROYLQJ FUHGLW SURGXFWV WKH SHULRG PD\ H{IWHQG EH\RQG WKH FRQWUD
WR FUHGLW ULVN HJ RYHUGUDIWY DQG FUHGLW FDUGV $,% 8. *URXSxV DS
UHPDLQLQJ WHUP EDVHG RQ WKH FKDUDFWHULVWLFV RI WKH SRUWIROLR

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 DGMXVWPHQWYV 30%$V
7KH (&/ DOORZDQ@HHPBHU LQFOXGHV WKH IROORZLQJ PDQDJHPHQW DGMXVWPHQW
EHHQ LQFOXGHG ZLWKLQ WKH (&/ PRGHO

ODFURHFRQRPLF IDFWRUV

$Q (&/ DGMXVWPHQW RI d P 6WDJH d P DQG 6WDJH d P KDV EHHQ DSSOLHG
DQG SURSHUW\ SRUWIROLRYVY d P WR DSSO\ D JUHDWHU LPSDFW IRU WKH PRGHU|
REVHUYHG IURP WKH GHSOR\HG PDFURHFRQRPLF VFHQDULRYV DW 'HFHPEHU

(PHUJLGHIDIGZLQG YV
$Q DGMXVWPHQW RI d P d P QRQ SURSHUW\ EXVLQHVV DQG d P SURSHUW\ EXVLQH
DUH QRW VHQVLWLYH WR WKH XQFHUWDLQWLHY DVVRFLDWHG ZLWK WKH LPSDFW
VORZGRZQ LQ &5(

6WDJH 30%$V

$ 30$ KDV EHHQ DSSOLHG WR LPSOHPHQW DQ /* IORRU RI WR DOO QRQ UHWDLO
6WDJH $Q DGMXVWPHQW LV DOVR DSSOLHG WR UHIOHFW WKH LPSDFW RI PXOV
OLPLWDWLRQV ,Q WRWDO WKHVH DGMXVWPHQWYV LQFUHDVHG 6WDJH (&/V E\ d
5HVLGHQWLDO PRUWJDJHV d P

,Q DGGLWLRQ D 30%$ WR LQFUHDVH (&/V E\d P ZDV DSSOLHG WR UHIOHFW DQWLF
6WDJH H[SRVXUHV LQ 1RQ SURSHUW\ EXVLQHVYV d P 3URSHUW\d P

,Q WRWDO 30%$V RI'd P ZHUH DSSOLHdG WR WRWDO 6WDJH ORDQV RI

7KH WRWDO HIIHFW RI DOO 30$V LV WR LQFUHDVH (&/V E\' d P 7KLV FRPSDUHYV
SULQFLSDOO\ UHTXLUHG WR UHIOHFW WKH 6WDJH 30$V UHODWLQJ WR WKH /*' 10
IRU DQ H[SHFWHG VDOH Rl QRQ SHUIRUPLQJ ORDQV

"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

O $ GHFLVLRQ KDV EHHQ WDNHQ WR HQIRUFH RQ D ORDQ GXH WR QR DJUHHPHQ\
DQG DOO FXVWRPHU HQJDJHPHQW ZLWK $,% 8. *URXS UHJDUGLQJ WKHLU ORDQ I

O ,QFHSWLRQ RI LQIRUPDO LQVROYHQF\ SURFHHGLQJV KDV FRPPHQFHG RU LV DER

O 5HFHLYHUVKLS RU RWKHU IRUPDO UHFRYHU\ DFWLRQ HJ ZKHUH H[SHFWDWLF
HQIRUFHPHQW DFWLYLW\ EXW QR DGGLWLRQDO UHFRYHULHV DERYH WKH FROC
DERXW WR FRPPHQFH DQG

O $ ORDQ LV VXEVWDQWLDOO\ SURYLGHG IRU RU QR PDWHULDO UHSD\PHQWYV KDY
PRQWKY DQG DOO FXVWRPHU HQJDJHPHQW ZLWK $,% 8. *URXS UHJDUGLQJ WKH|

'"HEW IRUJLYHQHVYV PD\ VXEVHTXHQWO\ DULVH ZKHUH WKHUH LV D IRUPDO FRQWU
,Q DGGLWLRQ FHUWDLQ IRUEHDUDQFH VROXWLRQV DQG UHVWUXFWXULQJ DJUHHEF
IRUJLYHQHVYVY 'HWDLOV RI IRUEHDUDQFH DUH VHW RXW RQ SDJHYV WR

7TKH FRQWUDFWXDO DPRXQW RXWVWDQGLQJ RI ORDQV ZULWWHQ RIl GXULQJ WKH
RXWOLQHG RQ SDJH DQG UHODWH WR QRQ FRQWUDFWHG ZULWH RIIV ERWK IXO

$,% 8. *URXS UHFRJQLVHV FDVK UHFHLYHG IURP WKH FXVWRPHU LQ H[FHVV RI V
FRQWUDFWHG ZULWH RII DV OUHFRYHULHV RI DPRXQWYV SUHYLRXVO\ ZULWWHQ RII

E ODFURHFRQRPLF VFHQDULRY DQG ZHLJKWLQJV

7KH PDFURHFRQRPLF VFHQDULRY XVHG E\ $,% 8. *URXS IRU (&/ DOORZDQFH FDOF.
HILVWLQJ JRYHUQDQFS$ISEBRBIOWRIDMIHWIRDUG $XGLW &RPPLWWHH 7KH SDUDPHWH
*URXS V (& PRGHOV LQFOXGH PDFURHFRQRPLF IDFWRUV ZKLFK KDYH EHHQ HVWD
HVYWLPDWHV 7KHUHIRUH D GLIIHUHQW FUHGLW ORVV HVWLPDWH LV SURGXFHG

LGHQWLILHG PDFURHFRQRPLF IDFWRUV 7KH FUHGLW ORVV HVWLPDWHYVY IRU HDEFK
OLNHOLKRRG RI RFFXUUHQFH Rl WKH UHVSHFWLYH VFHQDULRY WR \LHOG WKH (&/

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

ODFURHFRQRPLF VFHQDULRYV

JROORZLQJ WKH 5XVVLDQ LQYDVLRQ RI 8NUDLQH LQ )HEUXDU\ JOREDO HQHLI
LOQWHQVLILHG SUH H[LVWLQJ LQIODWLRQDU\ SUHVVXUHV FDXVHG E\ VXSSO\ ER\
IROORZLQJ WKH OLIWLQJ RI &29," UHVWULFWLRQV $JDLQVW WKLV EDFNJURXQG
IRU SHUVLVWHQWO\ HOHYDWHG LQIODWLRQ FRXSOHG ZLWK KLJKHU LQWHUHVW U
VFHQDULRV KDV EHHQ FRQVLGHUHG LQ IRUPXODWLQJ WKH (& FDOFXODWLRQ DV
ULVNV DQG XQFHUWDLQWLHV WR W KB VHF BS@RIVIDIE RK WIQRIRN\ L\OFSSOBLQDWLRQLQJ
ILQDQFLDO FRQGLWLRQV UHQHZHG VKRUW ZDYHV RI &29," LQIHFWLRQV DV ZHO
SRVVLEOH WULJJHUV RI D IXWXUH HFRQRPLF GRZQWXUQ

7KH 3DUHQW *URXS KDV XVHG IRXU VFHQDULRYV LQ WKH (&/ FDOFXODWLRQ FRQ
DOWHUQDWLYH VFHQDULRY 7KHVH FRQVLVW RI RQH XSVLGH D PLOG GRZQVLGH \V
D UH HPHUJHQFH RI WKH &29,' YLUXV ZKLOH D PRUH VHYHUH GRZQVLGH FRQV
(XURSH ZLWK SHUVLVWHQWO\ KLJK LQIODWLRQ ZKLFK QHFHVVLWDWHY D KLNH LQ
WKH GHYHORSPHQW RI ULVN SDUDPHWHUV DV ZHOO DV WKURXJK WKH LQFOXVL
VFHQDULRYV

7KH 3DUHQW *URXS V (FRQRPLF 5HVHDUFK 8QLW (58 SURYLGHV WKH VFHQDULR
EHQFKPDUNHG DJDLQVW WKH RXWORRN DYDLODEOH IURP RIILFLDO VRXUFHV H .
2IILFH IRU %XGJHW 5HVSRQVLELOLW\ HWF WR HQVXUH LW LV DSSURSULDWH 8¢
FDVH DUH SURYLGHG WR HQVXUH D UHDVRQDEOH UDQJH RI SRVVLEOH RXWFRP
VFHQDULRY DUH EHQFKPDUNHG WR DOWHUQDWLYH VFHQDULRV IURP RIILFLDO VI
SURMHFWLRQV EH\RQG ILYH \HDUV DUH VRXUFHG IURP D UHSXWDEOH H[WHUQDO
OLQHDU EDVLV WRZDUGV WKH H[WHUQDO IRUHFDVWY IURP \HDUYV WR (IWHUQD
IRUHFDVWY IRU WKH SDUDPHWHU HFRQRP\ LQ TXHVWLRQ 7KH IRUHFDVWHG VFH
B3DUHQW *URXS V JRYHUQDQFH SURFHVYVY DQG E\ WKH $,% 8. %RDUG $XGLW &RPPLW

7KH VFHQDULRYVY DUH GHVFULEHG EHORZ DQG UHIOHFW WKH YLHZV RI $,% 8. *UI
DGMXVWPHQW RI d P KDV EHHQ DSSOLHG WR UHIOHFW D JUHDWHU LPSDFW IRU W
IURP WKH GHSOR\HG PDFURHFRQRPLF VFHQDULRY EHORZ DW '"HFHPEHU

%DVH FDBWARPELQDWLRQ RI D YHU\ VKDUS DFFHOHUDWLRQ LQ LQIODWLRQ SDUW
WLIJKWHQLQJ RI PRQHWDU\ SROLF\ DQG ILQDQFLDO FRQGLWLRQV UHVXOWHG LQ T

ZKLFK LV H[SHFWHG WR H[WHQG ZHOO LQWR 7KH HFRQRPLF EDFNGURS KDV
HFRQRP\ PRYHV LQWR D SHULRG Rl ZHDN JURZWK HOHYDWHG LQIODWLRQ DQG
IRUHFDVWV IRU ERWK DQG KDYH EHHQ VFDOHG EDFN VLJQLILFDQWO\ IURP |
7KH $,% EDVHOLQH IRUHFDVWYV DUH IRU WKH 8. HFRQRP\ WR FRQWUDFW E\ LQ
JOREDO JURZWK IURP RQZDUGV LV H[SHFWHG DV UHDO KRXVHKROG LQFRPHV I
WLIJKWHQLQJ LQ PRQHWDU\ FRQGLWLRQV LQ DQG DUH UHYHUVHG *URZWK
WR LQ WKH 86 IURP EXW UHFRYHU\ LV GHOD\HG LQ D ZHDNHQHG 8. HFRQRPF

8QHPSOR\PHQW KDV IDOOHQ WR YHU\ ORZ OHYHOV LQ QHDUO\ DOO HFRQRPLHV ,\
WR DV PRVW ODERXU PDUNHWYV DUH FKDUDFWHULVHG E\ D VKRUWDJH RI Z}
\HDU KLJKV &RPPRGLW\ SULFH LQIODWLRQ EHJDQ HDVLQJ GXULQJ WKH VHFRQC
DFWLYLW\ DQG SRVLWLYH EDVH HIIHFWV VKRXOG VHH WKH 8. LQIODWLRQ UDWH\
JDV SULFHV LQ WKRXJK ZRXOG SRVH D VHULRXV ULVN WR WKLV LQIODWLRQ R

, QWHUHVW UDWHV DUH H[SHFWHG WR FRQWLQXH WR EH KLNHG DJJUHVVLYHO\ LQ

KRXVLQJ PDUNHW LV H[SHFWHG ZLWK D IDOO RI FLUFD SURMHFWHG LQ 8. KRXV

ZHDNQHVV LQ HFRQRPLF DFWLYLW\ FRPPHUFLDO SURSHUW\ SULFHV IDOO VKDUSO
DQG RQO\ EHJLQ WR UHFRYHU IURP HDUO\ RQZDUGYV

'RZQVLGH O/RZHU JURZWX W®&H PRGHUDWH GRZQVLGH VFHQDULR ULVNV WR J
QHIJDWLYH LPSDFW RQ DFWLYLW\ WKDQ SURYLGHG IRU LQ WKH EDVH FDVH ,Q SI
LPSDFW RQ JURZWK WKDQ H[SHFWHG ZLWK RQJRLQJ GLVUXSWLRQV RI JDV VXSS
VKRUW ZDYHV RI &29,' LQIHFWLRQVY QHFHVVLWDWLQJ VRPH UHVWULFWLRQV RQ I

$V D UHVXOW WKH PDMRU HFRQRPLHVY DOO H[SHULHQFH D VLJQLILFDQW UHFHVVL
7KLV LV IROORZHG E\ D VOXJJLVK UHFRYHU\ LQ DFWLYLW\ 7KHUH LV D PD!
DYHUDJLQJ LQ ERWK DQG

7KHUH DUH VLJQLILFDQW IDOOV LQ SURSHUW\ SULFHV +RXVH SULFHV LQ WKH 8.
FRPPHUFLDO UHDO HVWDWH SULFHV IDOO E\
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L, QWHUHVW UDWHY SHDN DW WKH HQG RI ZLWK FHQWUDO EDQNV LPSOHPHQWI
WKDW OHDYLQJ SROLF\ XQFKDQJHG ZRXOG VHH LQIODWLRQ IDOO EHORZ E\ HQC
FLUFD LQ WKH 86 DQG 8. ZKLOH LQIODWLRQ VHWWOHY DW DURXQG LWV WDU

'RZQVLGHQHOJ\ VKRFN DQG SHUVLVWHQWOH KDUKLIQQBODWLREXLY DVVXPHG WR KD
VHYHUH LPSDFW RQ JOREDO HFRQRPLF DFWLYLW\ WKDQ DQWLFLSDWHG E\ IRUHFD
ZLWK RQJRLQJ LQWHUUXSWLRQV LQ (XURSHDQ JDV LPSRUWYV IURP 5XVVLD FRQW
VHFRQG URXQG SULFH HIIHFWV DQG ZDJH LQIODWLRQ SLFNLQJ XS &HQWUDO E
PRQHWDU\ SROLF\ &RQGLWLRQV LQ ILQDQFLDO PDUNHWYV WLJKWHQ IXUWKHU ZLW
PRUH VKDUS IDOOV RQ VWRFN PDUNHWYV (PHUJLQJ PDUNHWYV FRPH XQGHU VHYHU}

7KH FRPELQDWLRQ RI HQHUJ\ DQG ILQDQFLDO PDUNHW VKRFNV DV ZHOO DV WKH

VHYHUH JOREDO UHFHVVLRQ LQ WKH SHULRG 7KH PDLQ HFRQRPLHV VHH *
LQ 8. *'3 JURZWK FRQWUDFWYV E\ DQG LQ DQG UHVSHFWLYH
WKDQ LQ EDVH FDVH 7KH HFRQRP\ RQO\ VWDUWY WR JURZ DJDLQ LQ DQG

-REOHVV UDWHV ULVH WR YHU\ KLJK OHYHOV LQ WKH PDLIQQHFRQRPLHV ZLWK WKH

*LYHQ WKDW WKH PDLQ DGYDQFHG HFRQRPLHV HQWHU D GHHS UHFHVVLRQ LQ WK
SULFH IDOOV LQ WKH 8. ZLWK WKH FXPXODWLYH GHFOLQH LQ UHVLGHQWLDO SUR

KRXVH SULFHV DUH RYHU ORZHU WKDQ ZRXOG EH WKH FDVH LQ WKH EDVH \
FLUFD LQ WKH SHULRG WR

7KH %DQN RI (QJODQG UDLVHV UDWHV WR DYHUDJH LQ ,QIODWLRQ ID(
(QJODQG WR ORZHU UDWHV DJJUHVVLYHO\ 5DWHV GR QRW UHWXUQ WR SUHYLRX
SHULRG 7KXV UDWHV FRPH GRZQ WR VRPH ESV DERYH SUHYLRXV ORZ

8SVLGH O4XLFN HFRQRP|L® WHHR¥SWIG&H VFHQDULR DQ DVVXPHG FRPELQDWLRQ F
LQ HDUO\ DFFHOHUDWHG GHSOR\PHQW RI YDFFLQHY JOREDOO\ ZKLFK EULQJV
FRURQDYLUXV WRJHWKHU ZLWK D IDVWHU WKDQ DQWLFLSDWHG UXQGRZQ RI SHI
FRQVXPHU FRQILGHQFH DQG OLIWV JOREDO JURZWK

,Q WKLV VFHQDULR *'3 LV VRPH KLJKHU LQ PRVW HFRQRPLHV WKDQ LQ WKF
FXPXODWLYH WHUPV RYHU WKH SHULRG DPRXQWV WR "RUOG *'3 JURZ

SHULRG $V D UHVXOW XQHPSOR\PHQW IDOOV IXUWKHU LQ DOO HFRQRPLH
$VVXPSWLRQV IRU LQIODWLRQ DUH DVVXPHG WR EH LGHQWLFDO WR WKRVH IRUHF
RI (QJODQG WDUJHW IURP RQZDUGYV

'LWK WKH VWURQJHU JURZWK LQ HFRQRPLF DFWLYLW\ 8. SURSHUW\ SULFHV SHUII
KRXVH SULFH JURZWK DYHUDJLQJ SHU DQQXP RYHU WKH SHULRG ZKLO
E\ SHU DQQXP RQ DYHUDJH RYHU WKH VDPH SHULRG

&HQWUDO EDQNV KLNH UDWHV DW D TXLFNHU SDFH WKDQ LQ WKH EDVH VFHQDUI
LQ WKH 8.

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 HYIDIIHG R Y\HRH
DQG DWMFHPEHU DYHUDJH RYHU
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$00 RI WKH PDFURHFRQRPLF VFHQDULRY UHSRUWHG LQ WKH WDEOH EHORZ DU}
DSSURYHG SULRU WR WKH \HDU HQG

\HDU DYHUDJH IRUHFD

%DVH 'RZQVLGH 'RZQVLGH8SVLGH 4XLFEN
/IRZHU JURZWXHUJ\ VKRFNHFRQRPLF

LQ DQG SHUVLVWHQWRRY HU\
ODFURHFRQRPLF IDFWRU KLJK LQIODWLRQ
8QLWHG .LQJGRP
*'3 JURZWK
5HVLGHQWLDO SURSHUW\ SULFH JURZWK
8QHPSOR\PHQW UDWH
&RPPHUFLDO SURSHUW\ SULFH JURZWK
,QIODWLRQ
\HDU DYHUDJH IRUHFI
%DVH 'RZQVLGH 'RZQVLGHS8SVLGH 4XLFN
/RZHU JURZWBKUWLVWHQW KERKQRPLF
ODFURHFRQRPLF IDFWRU LQIODWLRQHFRYHU\

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 o)

5HVLGHQWLDO SURSHUW\ SULFH
JURZWK

8QHPSOR\PHQW UDWH

&RPPHUFLDO SURSHUW\ SULFH
JURZWK

,QIODWLRQ

7KH NH\ FKDQJHV WR WKH VFHQDULR IRUHFDVWV LQ WKH UHSRUWLQJ SHULRG KL
IROORZLQJ WKH 5XVVLDQ LQYDVLRQ LQ DGGLWLRQ WR PRXQWLQJ LQIODWLRQDU
FHQWUDO EDQNV 7KH ZLGHU HFRQRPLF LPSDFW RI WKH ZDU LQ 8NUDLQH KDV JH
HFRQRPLF RXWORRN ODUJHO\ GXH WR FRQFHUQV RYHU HQHUJ\ VHFXULW\ DQG D
GULYHQ E\ PXFK KLJKHU FRPPRGLW\ SULFHV LQ SDUWLFXODU JDV DQG UDZ IRRG
VLIJQLILFDQW UH DVVHVVPHQW Rl WKH RXWORRN DQG EDODQFH RI ULVNV GXULQJ
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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

6LPLODU WR WKH VFHQDULR IRUHFDVWYV WKH SUREDELOLW\ ZHLJKW DVVLJQHG \
(58 7KHVH DUH UHYLHZHG DQG DSSURYHG E\ WKH 3DUHQW *UR XS /R DRIYGH$XQDLQN +
&RPPLWWHH 7KH SUREDELOLWLHV GHVFULEHG EHORZ UHIOHFW WKH YLHZV RI $,%

7KH ZHLJKWV IRU WKH VFHQDULRV DUH GHULYHG EDVHG RQ H[SHUW MXGJHPHQ\
ZKHUH SRVVLEOH *LYHQ WKH XQSUHFHGHQWHG QDWXUH DQG LPSDFW RI &29,"

VWDQGDUG TXDQWLWDWLYH DSSURDFKHVY VXFK DV VWDWLVWLFDO GLVWULEXWLR
LQIRUPHG E\ KLVWRULF SDWWHUQV LQ WKH HFRQRPLF GDWD XVHG WR DVVHVV VI
HQYLURQPHQW $V D UHVXOW WKH\ KDYH QRW EHHQ D NH\ GULYHU LQ GHWHUPLQ

7KH NH\ GULYHUV Rl WKH ZHLJKWLQJV DW WKH UHSRUWLQJ GDWH DUH
O 7KH EDVH FDVH IRUHFDVWYV ZHUH EHQFKPDUNHG WR EH RQ WKH FRQVHUYDWLYH
LW LV SUXGHQW WR DGRSW VXFK D ELDV LQ OLJKW Rl WKH ZHDN JOREDO EDFN
RXWORRN $ UHFHVVLRQ LV H[SHFWHG LQ WKH 8. ZLWK *'3 FRQWUDFWLQJ D VL.

DQG FRPPHUFLDO UHDO HVWDWH SULFHV

O 5HIOHFWLQJ D ZRUVHQLQJ HFRQRPLF VLWXDWLRQ LQ WKH 8. WKH EDVHOLQH D
LQ WKH ILQDO TXDUWHU RI OHDYLQJ WKH IRUHFDVW RQ WKH FRQVHUYDWLYF
UHYLVLRQV WR FRPPHUFLDO UHDO HVWDWH EDVH FDVH IRUHFDVWV ZHUH DOVR
O 7KH EDODQFH RI ULVNV WR WKH IRUHFDVWV LV VWLOO KHDYLO\ VNHZHG WR WK
JURZWK LQ WKH SHULRG WUHQGLQJ ILUPO\ GRZQZDUGV )RUHFDVWHUV D
ODWHVW SURMHFWLRQV UHPDLQ WLOWHG WR WKH GRZQVLGH ZLWK UHDO FRQF
O WKH PRGHUDWH GRZQVLGH DQG VHYHUH VFHQDULRY HQWDLO VLJQLILFDQ\
O 7KH VKDUS ULVH LQ LQIODWLRQ GXULQJ ZLWK DQQXDO UDWHV ULVLQJ DER
ULVN WKDW LQIODWLRQ ZLOO SURYH VORZ WR IDOO EDFN ZKLFK ZRXOG SRVH
LQ WHUPV RI DQ RQJRLQJ KLW WR UHDO GLVSRVDEOH LQFRPHV DQG FR
DGGHG WR GRZQVLGH ULVNV HVSHFLDOO\ LQ UHODWLRQ WR WKH IORZ RI (XURSE
O 7KHUH LV DOVR D ULVN WR JOREDO JURZWK IURP PRQHWDU\ WLJKWHQLQJ ZKt
EDQNV KLNH UDWHV WR WKH H[WHQW WKDW LW WLSV HFRQRPLHV LQWR UHFHV\
RI 7KH SROLWLFDO WXUPRLO IROORZLQJ WKH 6HSWHPEHU OPLQL EXG.
XQFHUWDLQW\ DQG HFRQRPLF IUDJLOLW\ DJDLQVW D EDFNJURXQG RI VXEGX
QHFHVVLWDWLQJ DQ DOPRVW FRPSOHWH UHYHUVDO RI WKH EXGJHWDU\ PHDVXU

7KH ZHLJKWLQJVY WKDW KDYH EHHQ DSSOLHG DV bDW WKH UHSRUWLQJ GDWH DUH

6FHQDULR "HLJKWLQJ 6FHQDULR "HLIJKWLQJ
'"HFHPE '"HFHPEHU

%DVH %DVH

'RZQVLGH /JRZHU JURZWK LQ 'RZQVLGH /RZHU JURZWK LQ

'RZQVLGH (QHUJ\ VKREN DQG 'RZQVLGH 3HUVLVWHQW KLJK

SHUVLVWHQWO\ KLJK LQIODWLRQ LQIODWLRQ

8SVLGH 4XLFN HFRQRPLF 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 6HQVLWLYLWLHV

$,% 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 DUH SURYLGHG ZKLFK L
DOORZDQFH EHIRUH WKH DSSOLFDWLRQ RI SUREDELOLW\ ZHLJKWV WR WKH IRUZD
SURYLGH DQ LQGLFDWLRQ RI (& PRYHPHQWVY WKDW LQFOXGH FKDQJHV LQ PRGHC
FUHGLW ULVNx 6,&5 VWDJLQJ DVVLIJQPHQWYV ZLWK SRVW PRGHO DGMXVWPHQ
VSHFLILF IHDWXUHV IRUP DQ LQWHJUDO SDUW RI WKH DGMXVWPHQW )XUWKHU G|

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

/RZHU JURZWK(QEUJ\ VKRFN  4XLFN
DQG SHUVLVWHBWRQRPLF
KLJK LQIODWLR®FRYHU\

/RDQV DQG DGYDQFHV WR

FXVWRPHUYV dP dpP dpP dP dpP

5HVLGHQWLDO PRUWJDJHV
2WKHU SHUVRQDO
3URSHUW\ DQG FRQVWUXFWLRQ
1RQ SURSHUW\ EXVLQHVYV

7RWDO

211 EDOD QFH VKHHW ORDQ

FRPPLWPHQWYV

)LQDQ LDO JXDUDQWHH ) ) ) )
FRQWUDFWV o o o o o

SHSRUWHG %DVH 'RZQVLGH 'RZQVLGH 8SVLGH
/IRZHU JURZWBHWYLVWHG@WLENIKFRQRPLF
LQIODWLRQHFRYHU\

/RDQV DQG DGYDQFHV WR
FXVWRPHUYV dpP dpP dpP dpP dP

5HVLGHQWLDO PRUWJIDJHV
2WKHU SHUVRQDO
BURSHUW\ DQG FRQVWUXFWLRQ
1RQ SURSHUW\ EXVLQHVV
7RWDO

21l EDODQFH VKHHW ORDQ
FRPPLWPHQWYV

)LQD QFLDO JXDUDQWHH
RQWUDFWYV
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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 7KURXJKRXW 8. *URXS KDV UHPDLQHG IRFXVHG RQ
O &RQWLQXHG XVH Rl KHDW PDSSLQJ H[HUFLVHV LQ RUGHU WR VFDOH LQGLYLC
FKDQJH DQG HQYLURQPHQW ULVNV
O 5HOHYDQW %XVLQHVV &UHGLW $SSOLFDWLRQ *XLGHOLQHV 3URFHGXUHV DQG &
RI WKH DVVHVVPHQW Rl FHUWDLQ ERUURZHU V H[SRVXUH WR (6* IDFWRUV LQ
FOLPDWH FKDQJH DQG WKH DSSURSULDWHQHVV RI PLWLIJDWLQJ VWUDWHJILHV
HPEHGGHG
7KH (6* TXHVWLRQQDLUH ZDV LPSOHPHQWHG LQ RXU FUHGLW ULVN PDQDJHPHQ
D PRUH LQWHQVLYH DQDO\VLV RI ERUURZHUV LQ VXE VHFWRUV FRQVLGHUHG |
KLJKHU ULVN WR FOLPDWH FKDQJH UHODWHG DQG HQYLURQPHQWDO ULVNV
UHILQH WKLY WRRO EURDGHQLQJ WKH VFRSH Rl FRYHUDJH DW ERWK FRXQWHU
7KH SURSHUW\ YDOXDWLRQ SURFHVV FRQWLQXHV WR REWDLQ %(5 (3& UDWL(
FROODWHUDO YDOXDWLRQV DQG UHFRUGHG RQ $,% 8. *URXSxV V\VWHPV
$ 6XVWDLQDEOH /HQGLQJ )UDPHZRUN ZDV LQWURGXFHG LQ DQG FRQWLQXH
DFWLYLWLHV DV JUHHQ WUDQVLWLRQ IRU LQWHUQDO WUDFNLQJ DQG H[WHUQD
7KH LPSDFW RI FOLPDWH ULVN ZDV FRQVLGHUHG DV SDUW RI WKH (&/ JRYHUQD
DQG LW ZDV GHHPHG WKDW LQVXIILFLHQW HYLGHQFH RI WKH OLNHO\ ORVV
(&/V 7KH LPSDFW RI FOLPDWH ULVN ZLOO FRQWLQXH WR EH PRQLWRUHG LQ
IURP SRWHQWLDOO\ HPHUJLQJ FOLPDWH ULVNYV

(@]

o O

(@]

H OD[LPXP FUHGLW ULVN H[SRVXUH

7KH PD[LPXP FUHGLW ULVN H[SRVXUHHRHBEHWB. FURXELDW DQ\ FROODWHUDO WKDV
GHWDLOHG EHORZ )RU ILQDQFLDO DVVHWY UHFRJQLVHG RQ WKH VWDWHPHQW RI
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

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 LWHPYV
OD[LPXP H[SRVXUH WR FUHGLW ULVN

,QFOXGHG ZLWKLQ &DVK DQG EDODQFHVY DW FHQWUDO EDQNV GRHV QRW LQFOXGH FDVK R
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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 IURQ OLQH WHDP LV EHVW SODFHG WR PDQ
DJUHHG WUHDWPHQW VWUDWHJLHYV UHIHW WR 5LVN ODQDJHPHQW UHSRUW SDJH

2QH RI WKH REMHFWLYHV RI FUHGLW ULVN PDQDJHPHQW LV WR DFFXUDWHO\ TXDC
H[SRVHG WKURXJK WKH LQLWLDO FUHGLW DSSURYDO DQG RQJRLQJ UHYLHZ SURF
PRGHO DQG ZLWKLQ WKDW WR DQ LQWHUQDO ULVN JUDGH UDWLQJ $ JUDGH LV C
PRGHO IURP ZKLFK HVWLPDWHYV RI SUREDELOLW\ RI GHIDXOW 3' DUH GHULYHG

,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 PRGHOV JHQHUDOO\ XVH D FRPEL
QRQ ILQDQFLDO LQSXWV DQG H[SHUW MXGJHPHQW

&UHGLW JUDGLQJ DQG VFRULQJ VA\VWHPV XQGHUSLQ WKH HDUO\ LGHQWLILFDWLRC
&KDQJHV LQ REMHFWLYH LQIRUPDWLRQ DUH UHIOHFWHG LQ WKH FUHGLW JUDGH F
PDQDJHPHQW RI LQGLYLGXDO ORDQV 6SHFLDO DWWHQWLRQ LV SDLG WR ORZHU
SHUIRUPLQJ GHIDXOWHG ORDQV ZKLFK DUH GHILQHG EHORZ $,% 8. *URXSxV FI
DVVHVVPHQW DQG UHYLHZ EHFDXVH RI WKH LQFUHDVHG ULVN DVVRFLDWHG ZLWK

7KH FUHGLW JUDGLQJ PDVWHUVFDOH JLYHV $,% 8. *URXS WKH DELOLW\ WR FDW
SRUWIROLRVY LQ D FRQVLVWHQW PDQQHU 7KH ODVWHUVFDOH FRQVROLGDWHYV FRP
WKH RXWSXW IURP WKH ULVN PRGHOV ZLWK WKH 3DUHQW *URXSxV )RUEHDUDQF!
SROLFLHY ODVWHUVFDOH JUDGHV DUH GULYHQ E\ JUDGLQJ PRGHO DSSURSULDW!
TXDOLW\ LQGLFDWRUV VXFK DV GHIDXOW IRUEHDUDQFH DQG DUUHDUV WR SURY
FRPSDULQJ WKH FUHGLW ULVN DVVRFLDWHG ZLWK D UDQJH RI FXVWRPHUYV

7KH ODVWHUVFDOH FDWHJRULVHYVY ORDQV LQWR D EURDG UDQJH RI JUDGHV ZKLFK

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

&ULWLFLVHGTEBWRKIGLW LV H[KLELWLQJ ZHDNQHVV DQG LV GHW
TXDOLW\ DQG PD\ QHHG DGGLWLRQDO PDQDJHPHQW DWWHQWLR
DUUHDUYV

&ULWLFLVHG URBFRPXWBWHY 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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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 dP

7RWDO VWURQJ VDWLVIDFWRU\ o)

&ULWLFLVHG ZDWEK 6

&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

7RWDO VWURQJ VDWLVIDFWRU\ ¢

&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!

$V VHW RXW LQ WKH 0DQDJLQJ 'LUHEB\/\P/RL&SXV‘LEM)VS.H@‘RQD SMHIHWRU IRFXVHG VWUD
DQDO\WLYV EHORZ LV D EURDG LQGXVWU\ DQDO\VLV RI WKH ORDQ ERRN ZKLFK VI
6RPH RI WKH NH\ VHFWRUV WKDW $,% 8. *URXSxV VWUDWHJI\ LV IRFXVLQJ RQ VXFE
ZLWKLQ O2WKHU VHUYLFHVx EHORZ

$W 'HFHPEHU WKH PRVW VLJQLILFDQW FRQFHQWUDWLRQ RI H[SRVXUHV ZHUH WR \
PDGH XS RI ORDQV DQG DGYDQFHV WR FXVWRPHURW KIQWWHUYLFHV
DQG GLVWULEXWLRQRI ORDQV 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
/IRDQV DQG /IRDQ 7TRWDOSWDJH 6WDJH 6WDJH 7TRWDO
DGYDQFHRARPPLWPHQWYV

WR DQG ILQDQFLDO
FXVWRPHUNMXDUDQWHHYV

LVVXHG

QFHQWUDWLRQ E\
FWRU dpP dp dpP dpP dpP dp dp

&R
V H
1RQ SURSHUW\ EXVLQHVV

$JULFXOWXUH

(QHUJ\ o
ODQXIDFWXULQJ

"LVWULEXWLRQ

7UDQVSRUW o
JLQDQFLDO 0
2WKHU VHUYLFHV

3URSHUW\ DQG
FRQVWUXFWLRQ

5HVLGHQWLDO PRUWJDJHV
2WKHU SHUVRQDO
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

*URVV FDUU\LQJ DPRXQW $QDO\WHG E\ (&/ SURILOH

/RDQV DQG /RDQ 7RWDO6WDJH 6WDJH 6WDJH 7RWDO
DGYDQFHWRPPLWPHQWYV
WR DQG ILQDQFLDO
FXVWRPHUMDUDQWHHYV
LVVXHG

QFHQWUDWLRQ E\
FWRU dpP dp dpP dpP dP dP dP

Q SURSHUW\ EXVLQHVV

$IJULFXOWXUH

(QHUJ\

ODQXIDFWXULQJ

"LVWULEXWLRQ

7UDQVSRUW o]
JLQDQFLDO

2WKHU VHUYLFHV

3URSHUW\ DQG
FRQVWUXFWLRQ

5HVLGHQWLDO PRUWJDJHV
2WKHU SHUVRQDO

&R
VH
1R

$JHG DQDO\VLVY RI FRQWUDFWXDOO\ SDVW GXH ORDQV DQG DGYDQFHV WR FXVWRF
7KH IROORZLQJ WDEOH VKRZV DQ DJHG DQDO\VLV RI FRQWUDFWXDOO\ SDVW GXH
DQDO\WVHG E\ (&/ VWBBHREHKDWDQG

$W DPRUWLVHG FRVW

GD\V GD\V GD\V GD\V 7RWDO

,QGXVWU\ VHFWRU dpP dpP dpP dP dP
1RQ SURSHUW\ EXVLQHVYV

$IJULFXOWXUH e} o) 6]

(QHUJ\ ¢ 0 o

ODQXIDFWXULQJ o

'LVWULEXWLRQ o)

2WKHU VHUYLFHV o}

BURSHUW\ DQG FRQVWUXFWLRQ

5HVLGHQWLDO PRUWJDJHV

2WKHU SHUVRQDO o o
7RWDO JURVV FDUU\LQJ DPRXQW

$VVHW TXDOLW\

6WDJH o) o) )
6WDJH o)
6WDJH

$V D SHUFHQWDJH RI WRWDO JURVV

ORDQV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$W DPRUWLVHG FRVW

GD\V GD\V GD\V GD\V 7RWDO

,QGXVWU\ VHFWRU dp dp dp dpP dP
1RQ SURSHUW\ EXVLQHVYV

$JULFXOWXUH o o} o]

ODQXIDFWXULQJ o) o)

"LVWULEXWLRQ

JLQDQFLDO o] o] o)

2WKHU VHUYLFHV o}
B3URSHUW\ DQG FRQVWUXFWLRQ
5HVLGHQWLDO PRUWJDJHV o}
2WKHU SHUVRQDO o o]

7RWDO JURVYV FDUU\LQJ DPRXQW

$VVHW TXDOLW)\

6WDJH o) o) 0o
6WDJH o)
6WDJH

$V D SHUFHQWDJH RI WRWDO JURVYV

ORDQV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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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 E\ (& VWD JXDWQXBEHWEZABQHFHPEHU DQG WKH FRUUHVSRQGLQJ PRYHPH
-DQXDU\ DQG'HFHPEHU

$FFRXQWV WKDW WULJJHUHG PRYHPHQWY EHWZHHQ 6WDJH DQG 6WDJH DV D Ut
DV GLVFORVHG RQ SDJH DQG WKDW VXEVHTXHQWO\ UHYHUWHG ZLWKLQ WKF
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 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 RI1V o] o]
'"HUHFRJQLVHG GXH WR GLVSRVDOV

([FKDQJH WUDQVODWLRQ DGMXVWPHQWYV

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 o}
2WKHU PRYHPHQWYV

$W "HFHPEHU

7KH SUHVHQWDWLRQ RI ORDQ PRYHPHQWYV LQ WKH DERYH WDEOHYV GLIIHUV I[URP WKH PRYHP
ORYHPHQWYV RQ WKH JURVYV ORDQV WDEOH KDYH EHHQ SUHSDUHG RQ D VXP RI WKH PRQWK
,QFOXGHV ORDQV UHQHJRWLDWHG

,QFOXGHV WKH QHW PRYHPHQW RQ UHYROYLQJ FUHGLW IDFLOLWLHYV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

(& DOORZDQFH PRYHPHQWYV

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

6WDJH 6WDJH 6WDJH 7RWDO
dP dP 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 UH PHDVXUHPHQW

1HZ ORDQV RULJLQDWHG WRS XSV o o

5HGHPSWLRQV UHSD\PHQWYV o)

,PSDFW RI PRGHO DQG RYHUOD\ FKDQJHV

,PSDFW Rl FUHGLW RU HFRQRPLF ULVN SDUPPHWHUV

,QFRPH VWDWHPHQW QHW FUHGLW LPSDLUPHQW FKDUJH

:ULWH RI1V o o

'"HUHFRJQLVHG GXH WR GLVSRVDOV

2ZWKHU PRYHPHQWYV ¢}
$W '"HFHPEHU

$,% 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)

7UDQVIHUUHG WR 6WDJH ¢}
7UDQVIHUUHG IURP 6WDJH
1HW UH PHDVXUHPHQW

1HZ ORDQV RULJLQDWHG WRS XSV o
5HGHPSWLRQV UHSD\PHQWYV
,PSDFW RI PRGHO DQG RYHUOD\ FHDQJIHYV
,PSDFW RI FUHGLW RU HFRQRPLF YLVN SDUPDPHWHUYV

o O

,QFRPH VWDWHPHQW QHW FUHGLW LPSDLUPHQW ZULWHEDFN
FKDUJH

:ULWH RIIV o) o)
'"HUHFRJQLVHG GXH WR GLVSRVDOV
$W '"HFHPEHU

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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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
dpP 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 o]

1HW PRYHPHQW
$W  'HFHPEHU

(& DOORZDQFH PRYHPHQWYV

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

6WDJH 6WDJH 6WDJH 7RWDO

dP dP dpP dP

$W -DQXDU\

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o}

7UDQVIHUUHG IURP 6WDJH WR 6WDJH o) 0

7UDQVIHUUHG WR 6WDJH o) o)

7UDQVIHUUHG IURP 6WDJH o o]

1HW UH PHDVXUHPHQW o}

1HW LQFRPH VWDWHPHQW FUHGLW o ¢}

2WKHU PRYHPHQWYV o} o}

$W '"HFHPEHU

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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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}
7UDQVIHUUHG WR 6WDJH o o
7UDQVIHUUHG IURP 6WDJH o) o) o) o)
1HW UH PHDVXUHPHQW o

1HW LQFRPH VWDWHPHQW FKDUJH FUHGLW
2WKHU PRYHPHQWYV o) o) 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 ZDWFK
&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 FLUFXPVWDQFHVY GHSHQGLQJ RQ WKH FXVWRPHU\
*URXS PD\ OHQG XQVHFXUHG

:KHUH FROODWHUDO RU JXDUDQWHHY DUH UHTXLUHG WKH\ DUH XVXDOO\ WDNHQ
WKH ERUURZHUxV GHIDXOW $,% 8. *URXS PDLQWDLQV SROLFLHV ZKLFK GHWDLO W

7KH SULQFLSDO FROODWHUDO W\SHV IRU ORDQVY DQG DGYDQFHYV DUH

O &KDUJHV RYHU EXVLQHVV DVVHWV VXFK DV SUHPLVHV LQYHQWRU\ DQG DFFRXC
O &KDUJHV RYHU RWKHU DVVHWYVY VXFK DV SODQW DQG PDFKLQHU\ PDULQH YHVVI
O ORUWJIDJH OHJDO FKDUJH RYHU UHVLGHQWLDO DQG FRPPHUFLDO UHDO HVWDWI!
O &KDUJHV RYHU ILQDQFLDO LQVWUXPHQWY VXFK DV GHEW VHFXULWLHY DQG HT>

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 DVVHWYV PD\ DOVR EH WDNHQ

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

:ULWH RIIV
7KH FRQWUDFWXDO DPRXQW RXWVWDQGLQJ RI ORDQV ZULWWHQ RII GXULQJ WKH '
W R P d P ZKLFK LQFOXGHV ERWK IXOO DQG SDUWLDO ZULWH RIIV 7RWDO F

DW '"HFHPEHU DPRXQWHR WR dIP

O5HSRVVHVVLRQV
7KH QXPEHU VWRFN Rl UHSRVVHVVLRQV RIHFHPEGWQWVY DO P R UWJIKH HE/D OBQ FH
RXWVWD@EGL®J LM P

,Q UHVSHFW RI UHWDLO SRUWIROLRV $,% 8. *URXS GRHV QRW WDNH SK\VLFDO
FROODWHUDO 7R VHWWOH LQGHEWHGQHVYV LW XVHV H[WHUQDO DJHQWYV WR UHCLC
DUH GHDOW ZLWK LQ DFFRUGDQFH ZLWK DSSURSULDWH LQVROYHQF\ UHJXODWLRC

P )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 ORVYVY 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 Rl 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

O D SHULRG IXUWKHU SHULRG RI LQWHUHVW RQO\ SD\PHQWV

O LQ H[FHSWLRQDO FLUFXPVWDQFHV D PRUDWRULXP RI FDSLWDO DQG LQWHUHV"
UHSD\PHQW FOHDUDQFH LV HYLGHQW ZLWKLQ DQ DFFHSWDEOH WLPHVFDOH

O DQ DJUHHG FRQWUDFWHG UHSD\PHQW DPRXQW IRU D GHILQHG SHULRG

o)

)

D WHUP H[WHQVLRQ
FDSLWDOLVDWLRQ Rl DUUHDUV ZKHUH QR RWKHU RSWLRQ LV IHDVLEOH DQG \
DSSURDFK WR EH SXW LQ SODFH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 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 WHUPYV

,Q FDVHV ZKHUH IRUEHDUDQFH LV GHFOLQHG EXW WKH FXVWRPHU RIIHUV D PRQV
RQ D WHPSRUDU\ EDVLY KRZHYHU QRUPDO GHIDXOW SURFHGXUHV ZLOO FRQWLQ?

,] 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 HIWHQGHG 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

SHVLGHQWLDPWKHWRSHUW\ DQARQ 7RWDO
PRUWJDJHYHUVR@BQVWUXFWLLRREB HUW\
EXVLQHVYV
dP dP dP dP dP
$QDO\WVHG E\ IRUEHDUDQFH W\SH
7HPSRUDU\ IRUEHDUDQFH o)
3HUPDQHQW IRUEHDUDQFH o)
7RWDO o)

$QDO\WHG E\ LQWHUQDO FUHGLW UDWLQJV
6WURQJ VDWLVIDFWRU\

7RWDO ) o o] o o]
&ULWLFLVHG

6WDJH o}
7RWDO o
1RQ SHUIRUPLQJ

6WDJH o}
7RWDO o
*URVV F U\LQJ DPRXQW RI IRUERUQH ORDQV
DQG DGYDQFHV WR FXVWRPHUV DW DPRUWLVHG
FRVW o}
(& DOORZDQFH o)
&DUU\LQJ DPRXQW RI IRUERUQH ORDQV DQG
ES\\/(VE\)/QFHVWRFXVWRPHUVDV\/DPRUWLVHGO

21 ZKLFK LQW@ UM \SD \PRIQW PRUDWRIHG®FHG SIDRPHQW

21 ZKLFK DPHQGPHQW WR RU QRQ HQIRUFHPH Q WV RIUX ©W RIFHD ODRR/Y FDHIQMWD OLVDWLRQ DQG
H[WHQ& LFRQ

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

JRUERUQH ORDQV DQG DGYDQFHV WR FXVWRPHUV |

5SHVLGHQWLRWKBURSHUWRDQSURSHUWYRWDO
PRUWJDIJHYHUVRBRQVWUXFWXROQHVV

dpP dpP dpP dpP dpP
$QDO\VHG E\ IRUEHDUDQFH W\SH
7HPSRUDU\ IRUEHDUDQFH o)
3HUPDQHQW IRUEHDUDQFH
7RWDO

$QDO\WHG E\ LOQWHUQDO FUHGLW UDWLQJV
6WURQJ VDWLVIDFWRU\

7RWDO o o] o] o] o]
&ULWLFLVHG

6WDJH o]
7RWDO o
1RQ SHUIRUPLQJ

6WDJH
7RWDO
*URVV FDUU\LQJ DPRXQW RI IRUERUQH ORDQV
DQG DGYDQFHV WR FXVWRPHUV DW DPRUWLVHG
FRVW
(& DOORZDQFH o
&DUU\LQJ DPRXQW RI IRUERUQH ORDQV DQG
DGYDQFHV WR FXVWRPHUV DW DPRUWLVHG FRVW

21 ZKLFK LQW&éUHVWHGBRONG SDPPHS@WPHQW PRUDPVRULXP

21 ZKLFK DUUHDUV FDSLWDOLV®DW B R QHYQOMPNDPHI QGRIVQWOVR RU QRQ HQIRUFHPHQW RI |
d P

,QYHVWPHQW VHFXULWLHYV
$,% 8. *URXS $,% 8.

dP dpP

(TXLW\ VHFXULWLHV

(TXLW\ VKDUHV XQOLVWHG PHDVXUHG DW )973/
7TRWDO HTXLW\ VHFXULWLHYV

7TRWDO LQYHVWPHQW VHFXULWLHYV

TKHVWDLWHY LQYROYHG LQ WKH DVVHVVPHQW RI WKH IDLU YDOXH RI LQYHVWPH
DFFRXQWLQJ MXGJHPHQWY DQG HVWLPDWHYV 7KH VHQVLWLYLW\ RI WKH YDOXD
SRVVLEOH DOWHUQDWLYH DVVXPSWLRQV'HEBHWEHUDDQGY D DX H/ H\Y ORFFXW DL @ R WDHN
YDOXH RI ILQDQFLDO LQVWUXPHQWYV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

,QYHVWPHQWY LQ JURXS XQGHUWDNLQJV

$,% 8.
dpP dpP
$W -DQXDU\
$W 'HFHPEHU
7KNXEVUDBXQGHUWDNL BB WM FEM U
BXEVLGLDU\ QDPH <HDU HQG1DWXUH RI 30DFH RI 5HILVWHUHG RIILFH
EXVLQHVV LQFRUSRUDWLRQ
JLUVW 7UXVW )LQDQFLDO 6'HilFWIPREHHL QLPQ AIDE® 1RUWKHUQ ,UH CBIAGEW UHH W
VHUYLFHV %HOIDVW

%7 + +
I1RUWKHUQ ,UHODQG

JLUVW 7UXVW )LQDQFLDO 3'GIFEREB)L QIPFQMLID® 1RUWKHUQ ,UH CBIAG6WUHHW
VHUYLFHV %HOIDVW
%7 ++
1RUWKHUQ ,UHODQG

$,% -RLQW 9HQWXUHV /LPLWHFGPEHWYHVWPHQWJIODQG DQGEWOMHNOHQ V
8QGHUVKDIW
/IRQGRQ
(& $ $%
(QJODQG

VLQJ 1R 'HIFRHUPW KMHIDY L QJ IRUWKHUQ ,UHCBIMMG6WUHHW
G %HOIDVW
% 7 + +
1RUWKHUQ ,UHODQG

$,% 3HQVLRQV 8. /LPLWHG 'HFHPEHRUPDQW (QJODQG DQG)LIO/AW )ORRU
RPSDQ\ 7ULGHQM/+RXVH
9LFWRULD 6WUHH\
6W $OEDQV
+HUWIRUGVKLUH
$/ +=
(QJODQG

$,% 8. KROGVRI WKH RUGLQDU\ VKDUHV RI WKH FRPSDQLHV OLVWHG ZLWK WKH I
ZKLFK LW KRRIGWKH RUGLQDU\ VKDUHV $,% 3HQVLRQV 8. /LPLWHG KDV DYDLOHC(
VHFWLRQ RI WKH &RPSDQLHV $FW

$W 'HFHPEHU $,% 8. KHOG Rl WKH RUGLQDU\ VKDUHV RI $EHUFR /LPLWH
GLVVROYHG RQ -DQXDU\

JLUVW 7UXVW )LQDCHIVDIDG3IDODGRQLQYWL7UXVW /HDVLQJ 1R IRUWKHUQ ,UHODQG
GLVVROYHG RQ JHEUXDU\

$V DW'HFHPEHU $,% 8. *URXS KHOG QR LQYHVWPHQWY LQ DQVRFLDWHRX QWEB U
DFFRUGDQFH Z/QWKHV$8PHQWY LQ $VVRFLDWHYV

7KH SULQFLSD DFWLYLWLHV RI $,% 8. DQG LWV VXEVLGLDULHV $,% 8. *URXS D
6WUDWHILF UHBRUW RQ SDJH

'LYLGHQGV IURP VXEVLGLDU\ XQGHUWDNLQJV
,Q D GLYLGHQ® RI dQLZ®V UHFHLYHG IURP )LUVW 7UXVW )LQDQFLDO 30DQQL
d P d P ZDV UHFHLYHG IURP )LUVW 7UXVW /HDVLQJ 1R IRUWKHUQ ,UHODQZC

,PSDLUPHQW RI VXEVLGLDU\ XQGHUWDNLQJV

7KHUH zZzDV DQ LPSDLUPHQW FKDUJH RQ WKH LQYHVWPHQWIL® )LUVWQIDWEW )LQL
JLUVW 7UXVW /HDVLQJ 1R I1RUWKHUQ ,UHODQ®LQAPLWHG RI d P LQ

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

, QWDQJLEOH DVVHWYV

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

6RIWZDUH 6RIWZDUH 6RIWZDUH 7RWDO
HIWHUQDOQQWHUQDOO\XQGHU
SXUFKDVHGHQHUDWHRRQRVWUXFWLRQ
dP dpP dpP dP
&RV W
$W -DQXDU\
$GGLWLRQV o] o
7UDQVIHUV LQ RXW ) ¢)
$PRXQWVY ZULWWHQ RII o}
$W 'HFHPEHU
$PRUWLVDWLRQ LPSDLUPHQW
$W -DQXDU\ o
$PRUWLVDWLRQ IRU WKH \HDU o] o
$PRXQWYV ZULWWHQ RII o}
$W '"HFHPEHU ¢}
&DUU\LQJ YDOXH DW 'HFHPEHU 0o
$,% 8. *URXS $,% 8.
6RIWZDUH 6RIWZDUH 6RIWZDUH 7RWDO
HIWHUQDOQQWHUQDOOXQGHU
SXUFKDVHGHQHUDWHEBQVWUXFWLRQ
dpP dp dpP dpP
&RVW
$W -DQXDU\
$GGLWLRQV o]
$PRXQWV ZULWWHQ RII o) o)
$W '"HFHPEHU
$PRUWLVDWLRQ LPSDLUPHQW
$W -DQXDU\ o)
$PRUWLVDWLRQ IRU WKH \HDU o] o
$PRXQWV ZULWWHQ RII o) o)
$W '"HFHPEHU o]
&DUU\LQJ YDOXH DW '"HFHPEHU o]

5HODWHV WR DVVHWYV ZKLFK DUH QR ORQJHU LQ XVH ZLWK D dQLO FDUU\LQJ YDOXH

$00 LQWDQJLEO'HH PH/REHWWNDOEG KDYH ILQLWH XVHIXO OLYHV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

SURSHUW\ SODQW DQG HTXLSPHQW

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

2ZQHG DVVHWYV /HDVHG
DVVHWYV
3URSHUW\ (TXLSPHBWIJKW RI XVH 7RWDO
DVVHWYV
JUHHKRQBDVHKROG T 3URSHUW\
XQGHU
\HDUV
dpP dpP dP dpP dP
&RV W
$W -DQXDU\
$GGLWLRQV ) o
7UDQVIHUV WR KHOG IRU VDOH ) o)
5HPHDVXUHPHQWYV o) ) o)
(DUO\ WHUPLQDWLRQ PDWXULWLH® ) o)
$PRXQWYV ZULWWHQ RII ) o)
$W '"HFHPEHU
'"HSUHFLDWLRQ DQG LPSDLUPHQW
$W -DQXDU\
'"HSUHFLDWLRQ FKDUJH IRU WKH \®DU o
,PSDLUPHQW FKDUJH IRU WKH \HDU o} o}
7UDQVIHUV WR KHOG IRU VDOH ) o
(DUO\ WHUPLQDWLRQ PDWXULWLH® ) 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 LG

7KH FDUU\LQJ YDOXH RI SURSHUW\ RFFXSLHG E\ $,%'BFHBRKE FROW LWV RZQ DFWL
d P LQ UHODWLRQ WR RZPHQ DMOPWVYRIQ®R ULJKW RI BWUR DVYWWUHDVHG WR R!
$,% 8. *URXS KDG D FDUWUPLQJ Y®DAH R

JRXUDQG RQH *% HRBSOEEHEHV VRO Q JG X QLO IRU D WRWDO SH@®LDOW RIR A

7KH LPSDLUPHQW FKHNOIHWRIV WR SURSHUWLHYVY DQG WR HTXLSPHQW LQVLGH WKH
ZLOO EH YDFDWHG LQ WKH IRUHVHHDEOH IXWXUH DV SDUW RI WKH UHVWUXFWXUH

7KH DFFRXQWLQJ SROLF\ RQ WKH LPSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSP|

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

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

2ZQHG DVVHWYV /HDVHG 7RWDO
DVVHWYV
3URSHUW\ $VVI (TXLSPHQWLJKW RI
XQt XVH DVVHWV
FRQVWI
JUHHKROG/RC /HDVH 3URSHUW\
OHDVI XQGH
\HD
dp dpP dpP dP dpP dP dpP

&RVW
$W -DQXDU\
7UDQVIHUV LQ RXW o o) o] o]
$GGLWLRQV o o o) )
SHPHDVXUHPHQWYV 6] o ) o) o)
$PRXQWYV ZULWWHQ RII 0o
$W '"HFHPEHU o o)
'"HSUHFLDWLRQ DQG
LPSDLUPHQW
$W -DQXDU\ o)
'"HSUHFLDWLRQ FKDUJH IRU WKH ]
\HDU o o]
,PSDLUPHQW FKDUJH IRU WKH ]
\HDU o o} 0
$PRXQWYV ZULWWHQ RII o]
$W '"HFHPEHU o o)

&DUU\LQJ YDOXH DW ) )
"HFHPEHU o o

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 LPSDLUPHQW A KIHODIHWRIVAWR SURSHUWLHY DQG WR HTXLSPHQW LQVLGH WKH
ZLOO EH YDFDWHG LQ WKH IRUHVHHDEOH | XBWOWLIY BWVSDUW RI WKH UHVWUXFWXUH

JXWXUH FDSLWDO H[SHQGLWXUH
JXWXUH FDSLWDO H[SHQGLWXUH UHODWHYV WR ERWK SURSHUW\ @IO®QWQRDQG HTX
HYWLPDWHG RXWVWDQGLQJ FRPPLWPHQWYV IRU FDSLWDO H[SHQGLWXUH QRW SUR"®

&DSLWDO H[SHQGLWXUH DXWKRULVHG PXW QRWP\HW FRQWUDFWHG IRU LV

/I[HDVHG $VVHWYV

BURSHUW\ OHDVHV

$,% 8. *URXS OHDVHV SURSHUW\ IRU LWV RIILFHY 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 HQC
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\VLV RI OHDVH OLDELOLWLHYV LV VKRZQ LQ QRWH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

2ZWKHU DVVHWYV
$,% 8. *URXS $,% 8.

dpP dP

3URFHHGVY GXH IURP GLVSRVDO Rl ORDQ SRUWIROLR QRWH o)
,WHPV LQ WUDQVLW

,WHPV LQ FRXUVH RI FROOHFWLRQ

2WKHU GHEWRUV

(& 10

'"HIHUUHG WD[DWLRQ

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

dpP dP

'"HIHUUHG WD[ DVVHWYV
8QXWLOLVHG WD[ ORVVHYV
&DVK IORZ KHGJHYV
2WKHU

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 FRQWLQXLQJ RSHUDWLRQV QRWH
$W 'HFHPEHU

$,% 8. *URXSxV DFFRXQWLQJ SROLF\ IRU GHIHUUHG WD[ LV VHW RXW LQ QRWH

"HIW@ WD[ LV FDOFXODWHG LQ IXO0 RQ WHPSRUDU\ GLIIHUHQFHV XQGHU WKH OLI
H[FHSW IRU GHISUWBHGXWEWRQLVHG WD[ ORVVHV ZKLFK LV QRW O UBE®H QAR H/GK BIVE
WKH UHOHYDQW WD[7WBIWeH xNDFEKLHDOWH Rl FRUSRUDWLRQ WD[ ZLOO LQFUHDVH
VXUFKDUJH ZLOO UHGXFH IURP WR ZLWK HIIHFW IURP $SULO 7KLV FKD
LQWURGXFHG E\ WKH )LQDQFH $FW DQG WKH FKDQJH WR WKH EDQNLQJ VXUF

ZKLFK ZDV HQDFWHG RQ 7KHE®KIDMUAUHG WDHBMPEWUDKIDY EHHQ FDOFXODWHG
RQ DQ DJJUHJDWHG UDWH RI DSDUW |URPUW K HX G B MAIUQULH/GH @/ BV D) \OVRAWY HR\Q /K IHF |
XVLQJ D UDWH RI IRU DQG IRU VXEVHTXHQW \HDUV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



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
O $,% 8. *"URXS UHWXUQHG WR SURILWDELOLW\ LQ D QBH Q PUPWHL /D R §FIRH LWD [ SU

O $,% 8. *URXS KDV DFKLHYHG SUH WD[ SURILWYV HDFK \HDU IURP WR DQG
SRVLWLYH HDUQLQJV SULRU WR SUH WD[ ORVVHV LQFXUUHG LQ DQG ¢
GULYHQ E\ WKH ILODQFLDO FUDVK DQG WKH ORVV LQ ZDV GXH WR KLJKHU (.

QRW H[SHFWHG WR DIIHFW IXWXUH SURILWDELOLW\

O $,% 8. *URXS LPSOHPHQWHG D UHYLVHG VWUDWHJI\ DQG UHRUJDQLVHG VWUXFV
SDUWV RI WKH VWUDWHJ\ DFKLHYHG LQ LQFOXGHG WKH VDOH RI WKH VHFR
SRUWIROLR RI QRQ SHUIRUPLQJ ORDQV WKH PDQDJHG H[LW RI DSSUR[LPDWHO\
D IXUWKHU H[LW RI VWDII XQGHU WKH YROXQWDU\ VHYHUDQFH SURJUDPPH

O LQFUHDVHG SURILWDELOLW\ IRUHFDVW IRU $,% 8. *URXS IRU DQG DQG

O WKH DEVHQFH RI DQ\ H[SLU\ GDWHV IRU 8. WD[ ORVVHV

$JDLQVW WKLV WKHUH DUH D QXPEHU RI XQFHUWDLQWLHV LQKHUHQW LQ DQ\ O
RWKHU QHJDWLYH HYLGHQFH LQFOXGLQJ

> $,% 8. *URXS LQFXUUHG D SUH WD[ ORVV RI'd P LQ

XQFELWWRQWLQXHYV WR H[LVW DURXQG WKH ORQJ WHUP LPSDFW RI WKH FXUUHQ
WKH LQWHUHVW UDWH HQYLURQPHQW DQG SODQQHG QHZ OHQGLQJ XQGHU W
WLPHIUDPHY DQG DPRXQWYV FXUUHQWO\ IRUHFDVW

WKH GLIILFXOW\ RI DFFXUDWHO\ SUHGLFWLQJ IXWXUH UHYHQXHV DQG

WKH DEVROXWH OHYHO RI WKH GHIHUUHG WD[ DVVHW FRPSDUHG WR WKH OHY
XWLOLVH WKH DVVHW

oo OO0

7KH %RDUG KDV FRQVLGHUHG DOO WKHVH IDFWRUY DQG KDV GHWHUPLQHG WKDW
FRQWLQXH WR EH UHVWULFWHG WR WKHLWKRRQIWI\E Y R K HHWHE QVRK B HWMRIDVGL K B &
FRRQVLGWHHGSODQ IRU DQG WKH VWDJH RI HPEHGGLQJ WKH $,% 8. VWUDWHJ
WKH IRUHFDVW WD[DEOH SURILWY RQ WKH WKUHH \HDUV RI WKH $,% 8. *URXS % X\

DQG PLQLPDO JURZWK IRUHFDVW IRU WKH ORQJHU WHU® BV R GHVKOWHCGCD Y T
DVVHWY UHODWLQJ WR XQXWLOLVHG WD[ ORVVHV KDV QRW EHHQ UHFRJQLVHG LQ

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 SURILWYV RU VXEVHTXHQW IRUHFDVWYV (
UHTXLUHG WR WKH GHIHUUHG WD[ DVVHW 7KLV FRXOG UHVXOW LQ D PODWHULDO
VHQVLWLYLW\ RI WKH RB@ DXHQXIMW IGO WDHERWIKMNORMVHM IRUHFDVWYV BDROEVIDGEMMP SWLRC

O &KDQJH LQ SURILW IRUHFDVW DVVXPSWLRQ ,| WKH SURILWDELOLW\ IRUHFDVW
ORZMUKBQDQQHICH GHIHUUHG WD[ DVVHW EDODQFH DW 'HFHPEHU ZRXOG L
d P RU d P

O &KDQJH LQ SURILW JURZWK DVVXPSWLRQ JURZWK LQ SURILWY KDV EHHQ DV
ZDV FKDQJHGURRWK DOO \HDUV IURP WR ZKLOH PDLQWDLQLQJ D \HL
DVVXPSWLRQV WKH GHIHUUHG'whbH FBMWMHWREKDGDIQFHUB WYV H ER d P WR

O 1R UHVWULFWLRQ RQ WKH SHULRG RI UHFRJQLWLRQ RIWKR GHVMWWUIFRIGRD[ \B R V
ORVVHV ZDV DSSOLHG DQG QR FKDQJH PDGH WR WKH RWKHU EDVH DVVXPSWLF
WR EH IXOO\ XWLOLVHG D'WFHHWP EHWH D8V LIRPHDVH RU GHFUHDVH RI ILYH \HDU
SHULRG IURP WKH FXUUHQW DVVXPSWLRQ RI ILIWHHQ \HDUV ZRXOG LQFUHDYV
'"HFHPEHU EVd P

7KH GHIHUUHG WD[ DVVHW GXH DMVH® PRUH WKDQ RQH \HDU

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

$,% *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

(PSOR\HHV ZKR MRLQHG $,% 8. *URXS DIWHU 'HFHPEHU MRLQHG RQ D GHILQF
PDWFKHG FRQWULEXWLRQ VFKHPH EHLQJ DYDLODEOH WR WKHP IURP -DQXDU\
WR IXWXUH DFFUXDO RQ 'HFHPEHU DOO HOLJLEOH HPSOR\HHV IURP WKH GF

8. GHILQHG FRQWULEXWLRQ VFKHPH 7KH GHILQHG FRQWULEXWLRQ VFKHPH KDV D
DQ DGGLWLRQDO PDWFKHG HPSOR\HU FRQWULEXWLRQ VXEMHFW WR WRWDO OLPL
MRLQHG EHWZHHQ 'HFHPEHU DQG -DQXDU\ DQG ZKR GLG QRW RSW WR
VFKHPH WKH VWDQGDUG HPSOR\HU FRQWULEXWLRQ UDWH LV

'"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\WKWHWVE8. 6HARHNH DW

D *RYHUQDQFH
7KHJWV WRIHWKH 8. 6FKHPH DUH XOWLPDWHO\ UHVSRQVLEOH IRU WKH JRYHUQDQFH

E S5LVNYV

7KH ULVNV DVVRFLDWHG ZLWK WKH 8. 6FKHPH LQFOXGH

O ODUNHW ULVN ZKHUH WKH YDOXH RI WKH SHQVLRQ VFKHPH DVVHWY PD\ GHFC
WR PDUNHW PRYHPHQWYV 7KLV ULVN ZDV UHGXFHG LQ 'HFHPEHU ZKHQ WKF
ZLWK WZR LQVXUDQFH SROLFLHV

O $FWXDULDO ULVN ZKHUH WKH YDOXH RI WKH 8. 6FKHPH OLDELOLWLHV PD'
DVVXPSWLRIQOIMQFOXAMWMWQFLDO DVVXPSWLRQV VXFK DV GLVFRXQW UDWHV D
DVVXPSWLRQV RQ OLIH 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

O D 3HQVLRQHU %X\ ,Q 3%, WR UHPRYH DOO LGHQWLILHG ILQDQFLDO DQG
SHQVLRQHUV DQG

O DQ $VVXUHG 3D\PHQW 3ROLF\ $33 WR UHPRYH WKH PDMRULW\ RI LQIODWI
SHQVLRQHUV ZLWK DQ RSWLRQ WR FRQYHUW SDUW WR D EX\ LQ DQQXDOO\ 7
EX\ LQ E\ WKXV UHPRYLQJ H[SRVXUH WR WKH ULVNV QRW FRYHUHG E\ WKH

$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 WR WKH 32K L&ROLHNWQGDWHAWH GRZQ RI WKH YDOXH RI VFKF
2&,

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$VVHW EDFNHG IXQGLQJ

,Q 2FWREHU WKH 3DUHQW *URXS DJUHHG ZLWK WKH WUXVWHHV RI WKH 8. 6FK
WKH 8. 6FKHPH WKURXJK DQ DVVHW EDFNHG IXQGLQJ SODQ 7KH 3DUHQW *URXS H
3)3 6FRWWLVK /LPLWHG 3DUWQHUVKLS OWKH BD¥WUMNR/ ZAKLEKGDI| SRE WDIRROWR HRJ &
HQW&WO IRU WKH SXUSRVH RI ULQJ IHQFLQJ WKH UHSD\PHQWV RQ WKHVH ORDQ\
6FKHPH 7KH DVVHWV ULQJ IHQFHG IRU WKLY SXUSRVH HQWLWOHG WKH 8. 6FKHPH
-DQXDU\ WR 'HFHREMAK D SRWHQWLDO WHUPLQDWLRQ SD\PHQW LQ RI XS

7KH JHQHUDO SDUWQHU LQ WKH SDUWQHUVKLS $,% 3)3 *HQHUDO 3DUWQHU /LPL
FROQWUROOLQJ SRZHU RYHU WKH SDUWQHUVKLS $,% 8. *URXS KDV D MXQLRU LQW!|
WKH 8. 6FKHPH WR EH SDLG WKURXJK WKH &RPSDQ\

7KH PDMRULW\ RI WKH ULVNV DQG UHZDUGY DUH ERUQH E\ WKH 3DUHQW *URXS D
FDVK IORZV I[URP WKH SDUWQHUVKLS LW LV H{[SHFWHG WKDW WKH PDMRULW\ RI D
E\ WKH 3DUHQW *URXS WKURXJK 8./0xV MXQLRU SDUWQHUVKLS LQWHUHVW $V 8./C
UHZDUGV Rl WKH ORDQV WKH ORDQV DUH QRW GHUHFRJQLVHG IURP 8./0xV EDOD
GHWHUPLQHG WKDW WKH 6/3 VKRXOG EH FRQVROLGDWHG LQWR WKH 3DUHQW *UR>

H &RQWULEXWLRQV
7KH QHZ I XQGLQJ SODQ DJUHHG LQ '"HFHPEHU HQWLWOHV WKH 8. 6FKHPH WR I
ILYH \HDUV IURP -DQXDU\ WR '"HFHPEHU ZLWK D ILQDO FRQWULEXWLR

WKHVH FRQWULEXWLRQV LV EHLQJ XWLOLVHG WR FRQYHUW WKH GHIHUUHG $33
DFKLHYHG E\ WKH HQG RI

7KH 6/3 UHPDLQV LQ SODFH WR IXQG WKH FRQWULEXWLRQV UHTXLUHG XQGHU WKF

| $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 FRVWV
7KHUH ZHUH QR SDVW VHMBHRHG AW M PLEH W IDK) 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. '&KRMMKRH 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

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

M 'HPRJUDSKLF DVVXPSWLRQV

7KH PRUWDOLW\ WDE @WHMG XVIHLGHIRDVHG RQ GDWD FROOHFWHG E\ WKH &RQWLQXRX
SUHYLRXV \HDU UHVSHFWLYHO\ $Q XSGDWHG IXWXUH PRUWDOLW\ SURMHFWLRQ
LQFOXGH VXIILFLHQW DOORZDQFH IRU IXWXUH LPSURYHPHQWY LQ PRUWDOLW\ UD'

7KH OLIH H[SHFWDQFLHV XQGHUO\LQJ WKH YDOXH RI WKHHFHPHERMU DLPELOLWLHYV
DUH DV VHW RXW EHORZ

5HWLULQJ WRGDSHWLULQJ DW DJH
DW DJH FXUUHQWO\ DJHG

/LIH H[SHFWDQF\ IURP DJH

0DOH

)HPDOH

N ORYHPHQW LQ GHILQHG EHQHILW REOLJDWLRQ DQG VFKHPH DVVHWYV
7KH IROORZLQJ WDEOH VHWV RXW WKH PRYHPHQW LQ WKH GHILQHG EBQGILW R

"HILQ )DI 1H "HILQHG )DLU 1HW
EHQI YDOX GHIL EHQHYID®XH RBIHILQHG
REOLJI VFKH EHQlI REOLJDWFIKRH®H EHQHILW
DVVI OLDE DVVHWOLDELOLW\
DVV DVVHW
dp dP dP dpP dP dP
$W -DQXDU\
,QFOXGHG LQ LQFRPH VWDWHPHQW
,QWHUHVW FRVW LQFRPH
$GPLQLVWUDWLRQ H[SHQVHV o) o)
o]
,QFOXGHG LQ RWKHU FRPSUHKHQVLYH LQFRPH
5HPHDVXUHPHQWYV JDLQ ORVYV
$FWXDULDO JDLQ ORVV DULVLQJ IURP
(ISHULHQFH DGMXVWPHQWYV o) o
&KDQJHV LQ GHPRJUDSKLF DVVXPSWLRQ® o)
&KDQJHV LQ ILQDQFLDO DVVXPSWLRQV O o)
5HWXUQ RQ VFKHPH 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)
2WKHU
%HQHILWYV SDLG o o}

$W  'HFHPEHU

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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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 UHFRH@HYHBUEL W R BD JGHHKHPW x B VE |
HVWLPDWH RI WKH YDOXDWLRQ EDVHG RQ D GHWHUPLQLVWLF PRGHO YDOXDWLRC
$33 DQG 6/3 DVVHWV GR QRW KDYH D TXRWHG SULFH LQ DQ DFWLYH PDUNHW 7KI
SURSHUW\ DVVHWV XVHG E\ $,% 8. *URXS LQFOXGHG LQ WKH SHQVLRQ VFKHPH DV\

'"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 UHFRJQLWLRQ RI WKH BHP BNV HWYV
Zbv d P d P

P 6HQVLWLYLW\ RI DVVXPSWLRQV

'"HILQHG EHQHILW REOLJDWLRQ

7KH IROORZLQJ WDEOH VKRZV WKH VHQVLWLYLW\ RI WKH BW I'HFH® EBEHQ AMRW REO
FKDQJHV LQ WKH NH\ ILQDQFLDO DQG GHPRJUDSKLF DVVXPSWLRQV 7KH FKDQ.
LOGHSHQGHQWO\ RI HDFK RWKHU

,QFUHDVH GHFUHDVH LQ GHILQHG EMHQHILW RE
LI LQFUHDVH LQ DVVXIPEGWHRKDVH LQ DVVXPSWL

$VVXPSWLRQ dP dP
'LVFRXQW UDWH PRYHPHQW
,QIODWLRQ PRYHPHQW

ORUWDOLW\ \HDU PRYHPHQW

$VVXUHG SD\PHQW SROLF\
7KH IROORZLQJ WDE¥BQVLRRALMWKM K83 YDOXDWWRAFRIPEHU WR FKDQJHV LQ WKH GL!
UDWH

,QFUHDVH GHFUHDVH LQ $3B YDOXDWLRQ F
LI LQFUHDVH LQ DVVXIPGWHRRMDVH LQ DVVXPSWL
$VVXPSWLRQ dP dpP
'LVFRXQW UDWH PRYHPHQW

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

6/3 DVVHWYV
7KH IROORZLQJ WDEOH VKRZV WKH VHQVLWLYLPND R I' WWFKIHP BBI3) DNVR HAW D QrIDHO/ X DQV MRt
GLVFRXQW UDWH

,QFUHDVH GHFUHDVH LQ 6/B YDOXDWLRQ F
LI LQFUHDVH LQ DVVIXIPGMWARDVH LQ DVVXPSWL
$VVXPSWLRQ dpP dpP

'LVFRXQW UDWH PRYHPHQW O O

'"HSRVLWV E\ FHQWUDO EDQNV DQG EDQNYV

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

dpP dP

&HQWUDO EDQNYV
%RUURZLQJV VHFXUHG

%DQNYV
2WKHU ERUURZLQJV XQVHFXUHG

$PRXQWYV LQFOXGH
'XH WR $,% SOF DQG IHOORZ VXEVLGLDULHV

RUURZLWRR FHQWUDO EDRQNVHRIAORGH IURP WKH %D NHEUXQUADQG XRGPMU WKH
)XQGLQJ 6 FKMFXUHG DIJDLQVW SUH SRVLWLRQHG FROODWHUDO

$W 'HFHPEHU DQG WKHUH ZHUH QR VHFXULWLHY VROG XQGHU DJUHHPHQWYV WR

&XVWRPHU DFFRXQWYV
$,% 8. *URXS $,% 8.

dpP dP dpP dP

&EXUUHQW DFFRXQWYV
'HPDQG GHSRVLWYV
7LPH GHSRVLWYV

$PRXQWYV LQFOXGH
'XH WR $,% SOF DQG IHOORZ VXEVLGLDULHYV

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

/IHDVH OLDELOLWLHYV

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

dpP dP

$W  'HFHPEHU

ODWXULW\ DQDO\WLYVY FRQWUDFWXDO XQGLVFRXQWHG FDVK IORZV
1RW ODWHU WKDQ RQH \HDU
/IDWHU WKDQ RQH \HDU DQG QRW ODWHU WKDQ ILYH \HDUV
/IDWHU WKDQ ILYH \HDUYV

TRWDO XQGLVFRXQWHG OHDVH OLDELOLWLHY DW HQG RI \HDU

$QDO\WLV RI PRYHPHQWY LQ OHDVH OLDELOLWLHV

dpP dpP
$W -DQXDU\
/[HDVH SD\PHQWYV
,QWHUHVW H[SHQVH o)
$GGLWLRQV o}

(DUO\ WHUPLQDWLRQV
$W 'HFHPEHU

5HSD\PHQW RI SULQFLSDO SRUWLRQ RI WRH OHRVH O UDEQ @D WH FH\D IPRHRXYQWE BWVRIALQWHUH )\

2ZWKHU OLDELOLWLHYV

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

dpP dP

1RWHV LQ FLUFXODWLRQ

,WHPV LQ WUDQVLW

$PRXQWV GXH RQ GLVSRVDO RI ORDQ SRUWIROLR o)
2WKHU FUHGLWRUYV

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

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

SURYLVLRQV IRU OLDELOLWLHY DQG FRPPLWPHQWYV

$,% 8. *URXS

&XVWRPBHWYWUXFWXULIQDW2EBURXY 3URSHUWWYRWDO
UHGUHVYV FRQWUBRWDSLGDWLRQV

dpP dpP dP dpP dpP dpP
BURYLVLRQV H[FOXGLQJ (&/V RQ RII
EDODQFH VKHHW LWHPV

D E F G H
$W -DQXDU\
$PRXQWV FKDUJHG UHOHDVHG WR WKH )
LQFRPH VWDWHPHQW o)
BURYLVLRQV XWLOLVHG o o) o) o)

$W  'HFHPEHU o)

(&/V RQ RIl EDODQFH VKHHW LWHPV

$W -DQXDU\

1HW ZULWHEDFN WR LQFRPH VWDWHPHQW
$W  'HFHPEHU

YLVLRQV IRU OLDELOLWLHY DQG
\%

$,% 8. *URXS

&XVWR BHIWY W U X FW XLUA IQIID WLGRHU R XYV BURSHUWVYRWDO
UHGUHVV FROQWUMGHWYSLGDWLRQV

dpP dP dP dpP dpP dpP
BURYLVLRQV H[FOXGLQJ (&/V RQ RII
EDODQFH VKHHW LWHPV

D E F G H
$W -DQXDU\
$PRXQWYV FKDUJHG UHOHDVHG WR WKH ] )
LQFRPH VWDWHPHQW o) o} o
BURYLVLRQV XWLOLVHG o) ) o]

$W  'HFHPEHU

(&/V RQ RIl EDODQFH VKHHW LWHPYV
$W -DQXDU\
1HW FKDUJH WR LQFRPH VWDWHPHQW

$W '"HFHPEHU

7TRWDO SURYLVLRQV IRU OLDELOLWLHYV DQG
FRPPLWPHQWYV

,QFOXGHG LQIHUDWLQJ HIOBQWRIWH ,QWHUHVW LQFRPH

,QFOXGHG LQ 1HW FUHGLW LPSDLUPHQW FKDUJH ZULWHEDFN QRWH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 8.
&XVW R BHHWY W U X FW XU QID W2IORHQ RXV 3URSHUWYRWDO
UHGUHVV FRQWUBEWNDSLGDWLRQV
dpP dP dP dpP dpP dpP
B3URYLVLRQ HIFOXGLQJ (&/V RQ RII
EDODQFH VKHHW LWHPV
D E F G H
$W -DQXDU\
$PRXQWVY FKDUJHG UHOHDVHG WR WKH )
LQFRPH VWDWHPHQW o}
BURYLVLRQV XWLOLVHG o) ¢} o} 0o
$W '"HFHPEHU o]
(&/V RQ RIl EDODQFH VKHHW LWHPV
$W -DQXDU\
1HW ZULWHEDFN WR LQFRPH VWDWHPHQW
$W 'HFHPEHU
7RWDO SURYLVLRQV IRU OLDELOLWLHY DQG
FRPPLWPHQWYV
$,% 8
&XVWRBHYVWUXFW KU IQUD WIRHURXY 3URSHUWVRWDO
UHGUHVV FRQWUBAVWWSLGDWLRQV
dpP dP dpP dP dP dpP
BURYLVLRQV H[FOXGLQJ (&/V RQ RII
EDODQFH VKHHW LWHPV
D E F G H
$W -DQXDU\
$PRXQWYV FKDUJHG UHOHDVHG WR WKH ] )
LQFRPH VWDWHPHQW o) o} o
BURYLVLRQV XWLOLVHG o) ) o]

$W  'HFHPEHU

(&/V RQ RII EDODQFH VKHHW LWHPV
$W -DQXDU\

1HW FKDUJH WR LQFRPH VWDWHPHQW
$W 'HFHPEHU

YLVLRQV IRU OLDELOLWLHYV DQG

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

I1RWHYV

D $ SURYLVLRQ LV UHFRJQLVHG IRU DQ\ REOLJDWLRQ DULVLQJ WR UHIXQG FXV)\
SHULRGYV ZKHUH LW LV SUREDEOH WKDW D UHIXQG ZLOO EH PDGH DQG WKH LC
FXVWRPHU UHGHHNFEBDW DUH WKH IROORZLQJ SURYLVLRQV

33, SURYLVLRQ
$,% 8. *URXS SURYLVLRQ IRU 33, UHGUHVV FODLPV DQG DVVRFLDWHG FRVWYV
SURYLVLRQ KHEBEGHPEBWRI d P d P LV H[SHFWHG WR EH XWLOLVHG LQ

,QWHUHVW 5DWH +HGI3tQIURYRGXRYY V
$ SURYLVLRQ RI dd PP UHPDLQMHAHWEHU LQ UHVSHFW RI UHGUHVV WR FXVWRPH
,5+3 UHYLHZ LQVWLJDWHG E\ )&$ LQ 7KLV SURYLVLRQ LV H[SHFWHG WR EH

2WKHKYWWRBHGUHVY SURYLVLRQV

JXUWKHU SURYLVLRQV LQ UHODWLRQ WR FXVWRPHU PLV VHOOLQJ LQ UHVSH
SRWHQWLDO FXVWRPHU UHGUHVAMHPEWXHW DPH KHDB8 MWV XWLOLVHG GXULQJ W
UHVSHFW RI PLVY VHOOLQJ FODLPV DQG OHQDO FRAMDUVHRQ & B QKM LAQFRPH VWDW
FKDUJH RI d P IRU WZR FXVWRPHU UHGUHWVVP RWKINVSURNQWILRIQHBDNVQFKDUJHG
LOQFRPH LQ TKHQEORVLQJ SURYLVLRHFHRREHB DW d P LV H[SHFWHG WR
XWLOLVHG RYHU WKH QH[W \HDU

E SURYRIQU UHVWUXFWXWLQUQFBNWNMWRIR® WR WKH LPSOHPHQWDWLRQ RI D UH
'"HFHPEHU d P Rl1 ZKLFK d Pd P UHODWHV WR H[SHFWHG FRVWV RI WHUPI
LPSDFWHG E\ WKH UHRUJDQLVDWLRQ d P d P RI WKH SURYLVLRQ ZDV X\
H[SHFWHG WR EH XWLOLVHG LQ

F $,% 8. *URXS KDV PDGH SURYLVLRQ IRU WKH FRVW RI D QXPEHU'HAHPHIDLO FOL
ODQDJHPHQW EHOLHYHV WKH PPRXQdWP SURFUBWEQRMVAWKH PRVW DSSURSU

WKH ILQDQFLDO LPSDFW RI WKHVH FDVHV 7KLV SURYLVLRQ LV UHYLHZHG E\ PI
HVYWLPDWHY DQG MXGJHPHQWYV 7KH FXUUHQW SURYLVLRQ LV H[SHFWHG WR EH

G 7KH RQHURXV FRQWUDFWV¥FERERYL\WRIRQ PW d P UHODWHV WR D QXPEHU RI S
ZHUH GHHPHG VXUSOXV WR UHTXLUHPHQWY DQG D SURYLVLRQ ZDV UHTXLUHG
'XULQJ d P d P RI WKH UHPDLQLQJ RQHURXV OHDVH SURYLWIRQ ZDV
UHOHDVHG 7KH UHPDLQLQJ SURYLVLRQ LV H[SHFWHG WR EH XWLOLVHG LQ

H 7KH SURYLVLRQ IRU SURSHUW\ GLODSLGDWLRQV U HROORNH M [WRL DR UMNH WA D IWQLY F
SURSHUWDRHYW WRHP EDFN WR WKH RULJLQDO RU DJUHHG FRQGLWLRQ 3URSHU\
QRWH ZKLFK LV GHSUHFLDWHG RYHU WKH WHUP RI WKH OHDVH DQG WKH SU
REOLJDWLRQV ZKHQ H[LWLQJ WKH SHRBABDNMU FRIKB SURYPVIFQDDWHU WKH UHOH
d P IROORZLQJ WKH H[LW IURP D SURSHUW\ GXULQJ

(&/V RQ RII EDODQFH VKHHW LWHPV

(&/V RQ RII EDODQFH VKHHW LWHPV FRQVLVWYV Rl (&/V RQ ORDQ FRPPLWPHQWYV DQ

IRU XQ®36U )LQDQFLDO ,QDWGEXPHRRMUWHG ZBURKILYLBOV IRU OLDELOLWIRDWQ DQG F

FRPPLWPHQWY DQG JXDUDQWHHV DUH GHVFULEHG DQG LQFOXGHG LMQBRIWLQJIH

LQWHUQDO FUHGLW UDWLQJV RI WKHVHLO L DEH OS WRYH \WHERIHR BAMWRRXEW LQ QRWH

d P FRQVLVWV RI (&/V RQ ORDQP FRPPUWPHQ® (&Y RQ ILQDQFLDO JXDUDQWHH F
dP  7KH DPRMHBAWR GVKH LQFRPH VWRWEBPHQWIPQFKDUJH UHODWHV WR (&/V

FRPPLWPHQWMMWQBQ®BGH® RHWXLW FUHGLW LPSDLUPHQW FKDUJH QRWH

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

6KDUH FDSLWDO

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

dpP dP

$XWKRULVHG LVVXHG DQG IXOO\ SDLG RUGLQDU\ VKDUHV RI d HDFK

1R RUGLQDU\ VKDUHV ZHBH LVVXHG LQ

$,% 8. KDV RQH FODVV RI RUGLQDU\ VKDUHV ZKLFK FDUU\ QR ULJKW WR IL[HG LQF

2WKHWHVWHHYV
$,% 8. *URXS $,% 8.

5HYDOXDWLRQ UHVHUYHV dpP dpP dpP dpP

$W -DQXDU\
2WKHU PRYHPHQW o o) o)
$W '"HFHPEHU

JRU GHWDLOV UHJDUGLQJ UHYDOXDWLRQ UHVHUYHV UHIHU WR QRWH

$QDO\WVLV RI PRYHPHQWY LQ UHVHUYHVY DQG RWKHU FRPSU

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

*URVV 7D] I1HW *URVV 7D] 1HW
dP dpP dpP dP dP 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

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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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

&RQWLQJHQW OLDELOLWLHYV
*XDUDQWHHY DQG LUUHYRFDEOH OHWWHUV RI FUHGLW
2WKHU FRQWLQJHQW OLDELOLWLHYV

&RPPLWPHQWYV
'REXPHQWDU\ FUHGLWY DQG VKRUW WHUP WUDGH UHODWHG WUDQVDFWLRQV
8QGUDZQ FUHGLW IDFLOLWLHYV

2QH \HDU DQG RYHU

/HVV WKDQ RQH \HDU

&RQWLQJHQW OLDELOLWLHV DUH RII EDODQFH VKHHW SURGXFWV DQG LQFOXGH JXDUDQW!
SURGXFWV VXFK DV SHUIRUPDQFH ERQGV

$ FRPPLWPHQW LV DQ RIl EDODQFH VKHHW SURGXFW ZKHUH WKHUH LV DQ DJUHHPHQW WR
PD\ QRW EH FDQFHOOHG XQFRQGLWLRQDOO\ DW DQ\ WLPH ZLWKRXW QRWLFH GHSHQGLQJ R

JRU GHWDLOV RI WKH LQWHUQDO FUHGLW UDWLQJV RI FRQWEWIRQWLOLDELOLWLH®
BURYLVLRQV IRU (&/V RQ ORDQ FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHH FRQW!

&KDUJHEDRN ULV

$,% 8. KDV D HTXLW\ LQWBQ&WV% GRWHDV D LOQWHUHVW®W ZKQDQFKRROANH/U D6 H |
VXEVLGLDU\ )LUVW OHUFKDQW 3URFHVVLQJ ,UHODQG G D F )03, WUDGLQJ

DUH SULQFLSDOO\ IRFXVHG RQ WKH SURYLVLRQ RI RIQUBKDQWF®URFHFDVICQ W VB QY

PHUFKLDQWMHODQG 8. (XURSH DQG D QXPEHU RI PDUNHWY JOREDOO\

$vV D PHUFKDQW DFTXLUHU )03, SURFHVVHV SD\PHQWYV IRU SRLQW RI VDOH DQ
PHUFKDQWY I D PHUFKDQW IDLOV WR GHOLYHU JRREG WV RWEVMHUWDR FW ¥ RAKL VKK KPR
)03, WKH SXUFKDVHU RI WKH JRRGV RU VHUYLFHV PD\ VHHN D UHIXQG IURP WKH F
DOVR NQRZQ DV D FKDUJHEDFN XQGHWK M Bi$H FOHDW @/HHW & PQU GV ID GIYRH QW W KDW W
XQZLOOLQJ RU XQDEOH WR SD\ D YDOLG FKDUJHEDFN )03, EHDUV WKH SRWHQWLD

,Q WKH XQOLNHO\ HYHQW WKDW )03, LV XQDEOH WR PHHW LWV REOLJDWLRQV DUL
DQG $,% SOF DV WKH SULQFLSDO PHPEHUV fRRZWKHUERGE PFIKMHPHY LRUS®BFH ZKl
RZQHU RI WKH UHPDLQLQJ Rl =ROWHU 6HUYLFHVY G D F ZRXOG EHDU RI L
IXUWKHU LQGHPQLILHG $,% 8. IRU LWV VKDUH RI DQ\ SRWHQWLDO FKDUJHEDFN OR

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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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 ILQDR®GD 0 @IVYHM\O LAY MRIGEHWALLHNAE H (K ROR WK H FODV
ILQDQFLDO LQVWUXPHQWYV DUH PHDVXUHG DQG KRZ LQFRPH DQG H[SHQVHV
UHFRJQLVHG

7KH IROORZLQJ WDEOH DQDO\WHV WKH FDUU\LQJ DPRXQWV RI WKH ILQDQFLDO
FDWHJRU\ DQG E\ VWDWHPHQW R ILQMHEHPEM S PWGVLRQ KHDGLQJ DW

$,% 8. *URXS

&DUU\LQJ DPRXQW LQ VWDWHPHQW RI ILQ

$W IDLU YDOSW IDLU YDGMWHDPRUWLVHG 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

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI

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



1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$,% 8. *URXS

&DUU\LQJ DPRXQW LQ VWDWHPHQW RI ILQDQFLD
$W IDLU YDOSW IDLU $BWVOXPMRUWLVHG 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 ¢}
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 DPRXQWY DUH WKH VDPH IRU $,% 8. ZLWK WKH HpPFHSWLIR@ $R % FX VW R AHQYR WV

)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV
7KH WHUP OILQDQFLDO LQVWUXPHQWVx LQFOXGHVY ERWK ILQDQFLDO DVVHWV D
LQVWUXPHQW LV WKH SULFH WK DMWDRRKQGH®WHRWUHEBLBHWR WUDQVIHU D OLDELOI
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 RI 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!

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

$00 ILQDQFLDO LQVWUXPHQWY DUH LQLWLDOO\ UHFRJQLVHG DWW UQYH VDRIHXHN )
VHFEXULWLHY DUH VXEVHTXHQWO\ PHDVXUHG DW IDLU YDOXH WKURXJK SURILW R
PHDVXUHG DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH $00 YDOXLCL
$,% 8. *URXS DQG YDOXDWLRQ PHWKRGRORJLHY DUH YDOLGDWHG E\ WKH LQGHSH(

7KH IDLU YDOXH LQIRUPDWLRQ SUHVHQWHG LQ WKLV QRWH GRHV QRW SXUSRUW
WKH XQGHUO\LQJ YDOXH RI $,% 8. *URXBFHHWPBHIRLQJ FRQFHUQ DW

7KH PHWKRGV XVHG IRU FDOFXODWLRQHRFIHMPEHRUYDWE D\ QRWIOR ZMDU WR

JLOQDQFLDO LQVWUXPHQWY PHDVXIWB®G @RV DD L\UWIDVOEKRHIQQV W K H

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

7TKHDLU YDOXH RI RYHU WKH FRXQWHU GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV L\
YDOXDWLRQ PHWKRGRORJLHV ZKLFK XVH UHOLDEOH REVHUYDEOH LQSXWV LQ
PHWKRGRORJLHYVY 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

&RXQWHUBOXIYGRIGVWOROW DQG IXQGLQJ YDOXDWLRQ DGMXVWPHQW 0)9$x DI
RYHU WKH FRXQWHU GHULYDWLYHV &9$ LV FDOFXODWH3 P Y*' ([(SK FWUHRGLS RV LIV
JHQHUDWHG DW D FRXQWHUSDUW\ QHWWLQJ VHW WKURXJK WLHPCIWMDINRW VZ B SD
0&'6x LQIRUPDWLRQ $V PRVW FRXQWHUSDUWLHY GR QRW KDYH D TXRWHG &'6 3
DQ LQGH[ &'6 FUHGLW JUDGH /*'V DUH EDVHG RQ WKH VSHFLILF FLUFXPVWDQFH
YDOXDWLRQ RI RIIWHWWLQJ VHFXULW\ ZKHUH DSSOLFDEOH )RU XQVHFXUHG FRXQ

)9$ LV FDOFXODWHG DV ([JHFWHGQH{SRY 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\

,QYHVWPHQW VHFXULWLHYV

7KH IDLU YDOXH RI WKH HTXLW\ LQYHVWPHQW VHFXULWLHYV KDV EHHQ HVWLPDWI
VDOH SURFHHGY DUH EDVHG RQ D QHW DVVHW YDOXDWLRQ RI WKH XQGHUO\LQJ W
GDWD IRU D GLUHFWO\ FRPSDUDEOH LQVWUXPHQW PDQDJHPHQW MXGJHPHQW K
'"HWDLOV RI WKH HVWLPDWHY XVHG LQ WKH IDLU DPD®XMN AFRDXONF XSQDORIMFP @ IDIEG R X QW
MXGIJHPHQWY DQG HVWLPDWHYV

JLODQFLDO LQVWUXPHQWY QRW PHDVXUHG DW IDLU YDOXH EXW ZLWK IDL
LQ WKH QRWHV WR WKH ILQDQFLDO VWDWHPHQWYV

/IRDQV DQG DGYDQFHV WR EDQNYV
7KH IDLU YDOXH RI ORDQVY DQG DGYDQFHVY WR EDQNV LV HVWLPDWHG XVLQJ GLV
ZKHUH SUDFWLFDEOH RU UDWHV FXUUHQWO\ RIITHUHG E\ RWKHU ILQDQFLDO LQVW

/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 LOQWR DFFRXQW

':LWK UHJDUG WR WKH DERYH YDOXDWLRQ WHFKQLTXHY UHJDUGLQJ FDVK IORZV LC
DGYDQFHV LV WKDW WKH FDUU\LQJ DPRXQW RI YDULDEOH UDWH ORDQV H[FOXGL
JRU IL[HG UDWH ORDQV WKH IDLU YDOXH LV FDOFXODWHG E\ GLVFRXQWLQJ H[SH
LQWHUHVW UDWH ULVN LQ WKDW SRUWIROLR

7KH IDLU YDOXH RI PRUWJDJH SURGXFWV LQFOXGLQJ WUDFNHU PRUWJDJHV LV F
GLVFRXQW UDWHV WKDW UHIOHFW WKH LOQWHUHVW UDWH FUHGLW ULVN LQ WKH S|
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

'"HSRVLWYV E\ EDQNV FXVWRPHU DFFRXQWY DQG VHFRQGDU\ QRQ SUHIHUHQWLDO (
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 DSSO\LQJ HLWKHU PDUNHW UDWHY ZKHUH DSSOLFDEOH RU LQWHUHYV

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 LQFOXGHBHMIRBWHKHVH LOQVWUXPHQWY PD\ EH ELOOHG LQ DGYDQFH |
RU PRQWKO\ EDVLVY ,Q DGGLWLRQ WKH IHHV FKDUJHG YDU\ RQ WKH EDVLV RI LQ\
LW LV QRW FRQVLGHUHG SUDFWLFDEOH WR HVWLPDWH WKH IDLU YDOXH RI WKHV|
KDYH WR EH VHSDUDWHO\ HYDOXDWHG

7KH WDEOH EHORZ VHWVY 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)

JLODQFLDO DVVHWYV QRW PHDVXUHG DW IDLU YDOXH

&DVK DQG EDODQFHV DW FHQWUDO EDQNYV o
/IRDQV DQG DGYDQFHV WR EDQNYV ¢}

/IRDQV DQG DGYDQFHV WR FXVWRPHUYV o] o

2WKHU ILQDQFLDO DVVHWYV o) o

JLQDQFLDO 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

2WKHU ILQDQFLDO OLDELOLWLHYV o) o]
o}

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH

ILQDQFLDO VWDWHPHQWYV

$,% 8. *URXS
&DUU\LQJ YDLU YDOXH
DPRXQW
YDLU YDOXH KLHUDUFK\
/JHYHO /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) )
o
JLQDQFLDO 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)

0

JLOQDQFLDO OLDELOLWLHY QRW PHDVXUHG DW IDLU YDOXH

'"HSRVLWV E\ FHQWUDO EDQNV DQG EDQNYV o)

&XVWRPHU DFFRXQWYV o) )

2WKHU ILQDQFLDO OLDELOLWLHYV 6] o)
o]

6LJQLILFDQW WUDQVIHUV EHWZHHQ /HYHO
7KHUH ZHUH QR VLJQLILFDQW WUDQVIHUV EHWZHHQ /HYHO

'"HFHPEHU DQG

DQG /HYHO Rl WKH IDLU YDOXH KLHU

DQG /HYHO Rl WK

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

5HFRQFLOLDWLRQ RI EDODQFHYV LQ /HYHO RI WKH IDLU YDOXH KLHUDUFKN\
7KH IROORZLQJ WDEOH VKRZV D UHFRQFLOLDWLRQ IURP WKH RSHQLQJ EDODQFHYV

LQ /HYHO RI WKH IDLU YDOXH KLHUDUFK\

$,% 8. *URXS

J)LODQFLDO DVVHWINQDQFLDO OLDELOL\

'"HULYDWLOHWHVWPHQW7RWDOHULYDWLYHV7RWDO
VHEXULWLHYV

(TXLWLHV DW
Y973/

dpP dpP dpP 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 0o
1HW FKDQJH LQ )973/ )
$W '"HFHPEHU

$,% 8. *URXS

JLOQDQFLDO DVVHWYQDQFLDO OLDELOI

'"HULYDWLWOYHWHVWPHQW/RWDOHULYDWLYHV/ RWDO
VHEXULWLHYV

(TXLWLHV DW
)973/

dpP dpP dpP dP dP

$W -DQXDU\
7UDQVIHUV LQWR RXW RI OHYHO O o) o) e) o)
7RWDO JDLQV RU ORVVHV LQ

3URILW RU ORVYV

1HW WUDGLQJ LQFRPH o}
1HW FKDQJH LQ )973/ ) 6] 6]
$W '"HFHPEHU

7UDQVIHUV EHWZHHQ OHYHOV RI WKH IDLU YDOXH KLHUDUFK\ DUH UHFRJQLVHG DW WKH
RFFXUUHG

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

6LIQLILFDQW XQREVHUYDEOH LQSXWYV

7KH WDEOH EHORZ VHWYVY RXW LQIRUPDWLRQ DERXW VLIJQLILFDQW XQREVHUYDE
FDWHJRULVHG DV /HYHO LQ WKH IDLU YDOXH KLHUDUFK\

)DLU YDOXH 9DOXDWLBKQIQLILFDQW 5DQJH RI HVYWLPDWHYV
WHFKQLTX®QREVHUYDEOH
LQSXW
JLQDQFLDO '"HFHPEHU 'HFHPEHU '"HFHPEHU 'HFHPEHU
LOVWUXPHQW
dpP dpP
"HULY D W3 W\HH/W &9% [*!
/ILDELOLW\ % DVH % DVH
&9% 3
% DVH %DVH
\HDU \HDU 3'
)9% )XQGLQJ
VSUHDGYV
,QYHVW PBNVYWW ([SHFWHGLHW DVVHW YDOXHP P
VHFEFXULWLHV PDUNHW
HTXLW\ YDOXH

7KH IDLU YDOXH PHDVXUHPHQW VHQVLWLYH®NPER X QREMHGY DERPH L PSWRDSRWEPWRH d

&9% 'HFHPEHU QHJDWRYWRISRVIPWIDYHGdLL Q6 IUR ISRVEWRYH) M 'HFHPEHU QHJDWLYH
dP WR SRVQMDLYH d

6HQVLWLYLW\ RI /HYHO PHDVXUHPHQWYV
7KH LPSOHPHQWDWLRQ RI YDOXDWLRQ WHFKQLTXHY LQYROYHV D FRQVLGHUDEOH
LWV HVWLPDWHYV RI IDLU YDOXH DUH DSSURSULDWH WKH XVH RI GLIIHUHQW PHD

YDOXHV 7KH IROORZLQJ WDEOH VHWV RXW WKH LPSDFW RI XVLQJ UHDVRQDEO\
PHWKRGROW RHFHPEHU DQG

/IHYHO

(I'THFW RQ LQFRPH (InTHFW RQ RWKHU
VWDWHPHQWRPSUHKHQVLYH LQFRPI

JDYRXUDBQHDYRXUDBDWRXUDBQHDYRXUDEOH

dP dP dP dP
&ODVVHV RI ILQDQFLDO DVVHWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV e) o)
,QYHVWPHQW VHFXULWLHYV HTXLW\ o} o}
7RWDO 0o o]
&ODVVHV RI ILQDQFLDO OLDELOLWLHV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV O 0 o)
7RWDO o] o] o]

/HYHO

(I 'THFW RQ LQFRPH (I'THFW RQ RWKHU
VWDWHPHQWRPSUHKHQVLYH LQFRF
H

)DYRXUDBQHDYRXUDEDHRXUDBQHDYRXUDEO

dP dP dP dP
&ODVVHV RI ILQDQFLDO DVVHWYV

"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o} o}
,QYHVWPHQW VHFXULWLHV HTXLW\ ¢} ¢}
7RWDO o] o]

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

, QWHUHVW UDWH VHQVLWLYLW\
6WUXFWXUDO LQWHUHVW UDWH ULVN DULVHV LQ $,% 8. *URXSxV EDQNLQJ EXVLQH
FKDUDFWHULVWLFV 3DUW RI $,% 8. *URXSxV UHWXUQ RQ ILQDQFLDO LQVWUXPF
LOQWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN ,55%% ZKLFK VHHNV WR EDODQF
LWV FDSLWDO DW ULVN E\ HQWHULQJ LQWR VWUXFWXUDO KHGJLQJ VZDSV 7KH
'HFHPEHU DQG LV LOOXVWUDWHG LQ WKH IROORZLQJ WDEOHYV 7KH WDEOHV VH
ZKRVH YDOXHV DUH VXEMHFW WR FKDQJH DV LQWHUHVW UDWHV FKDQJH ZLWKL
UHJDUGLQJ DVVHWY DQG OLDELOLWLHY ZKLFK DUH QRW VHQVLWLYH WR LQWHUHYV

7KH WDEOHV VKRZ WKH VHQVLWLYLW\ RI WKH VWDWHPHQW RI ILQDQFLDO SRVLWL
RI SRVLWLRQV DW RWKHU WLPHV ,Q GHYHORSLQJ WKH FODVVLILFDWLRQV XVHG
DVVXPSWLRQVY DQG DSSUR[LPDWLRQV LQ DVVLIJQLQJ DVVHWYV DQG OLDELOLWLHV
DPRXQWYVY UHODWLQJ WR ORDQV DQG DGYDQFHV WR FXVWRPHUV LQFOXGH (&/ DC
UHIHUHQFH WR WKH HDUOLHU RI WKH QH[W FRQWUDFWXDO LQWHUHVW UDWH UHS
UHSULFLQJ WHUPVY DUH VKRZQ DFFRUGLQJ WR PDQDJHPHQW H[SHFWDWLRQV &RQ
LPSDFW RI HDUO\ UHSD\PHQW RU ZLWKGUDZDO 3RVLWLRQV PD\ QRW EH UHIOHFW
FKDQJHVY FDQ EH PDGH UDSLGO\ DV WKH PDUNHW RXWORRN IOXFWXDWHV )XUWKH
SHULRGY SUHVHQWHG

,QWHUHVW UDWH VHQVLWLYLW\

1RQ 7RWDO
ORQWKRQWHRQWKYHDUW®HDUW¥YHDUW®HDUWHDUV QWH HVW
EHDULQJ
dP dP dP dP dP dP dP dP dP dP
$VVHWYV
/RDQV DQG DGYDQFHV WR ) ) ) ) ) )
EDQNV o) o) o) o) o) o o
/IRDQV DQG DGYDQFHV WR
FXVWRPHUV
,QYHVWPHQW VHFXUQLWLHD o o o o o o
2WKHU DVVHWYV o) ) o) o) ) o o
7RWDO DVVHWYV
/ILDELOLWLHV
'"HSRVLWV E\ FHQWUDO )
EDQNV DQG EDQNV )
&XVWRPHU DFFRXQWYV o) o) o]
2WKHU OLDELOLWLHY o) o) o) o) o) o o
6KDUHKROGHUVx HTELW\ O o) ) o) o) ) o]
7RWDO OLDELOLWLHY DQG
VKDUHKROGHUVxXx HTXLW\
'"HULYDWLYH ILQDQFLDO
LOVWUXPHQWY DIIHFWLQJ )
LOWHUHVW UDWH VHQVLWLYLW\ )
,QWHUHVW VHQVLWLYLW\ JDS
&XPXODWLYH LOQWHUHVW )
VHQVLWLYLW\ JDS 0]
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

1RQ
ORQWIHRQWBNQWKY¥HDUWVHDUWHDUWHDUWHDUVYQWHUHVW
EHDU

dP dP dP dP dP dP dP dP

$VVHWYV

/RDQV DQG DGYDQFHV WR ] ] ] ] ] ]
EDQNV o} o} o} o} o} o}
/RDQV DQG DGYDQFHV WR

FXVWRPHUV

,QYHVWPHQW VHFXUIBWLH\O o] o] o] o] o o
2WKHU DVVHWYV o o o o o o o
7RWDO DVVHWYV

/LDELOLWLHV

'"HSRVLWV E\ FHQWUDO EDQNYV )
DQG EDQNYV o)
&XVWRPHU DFFRXQWYV o) o) o) o)
2WKHU OLDELOLWLHW o) o) o) o) o) o) o)
6KDUHKROGHUVx HTXLW\ O o) o) o) o) o) o)

7TRWDO OLDELOLWLHY DQG
VKDUHKROGHUVx HTXLW\

'"HULYDWLYH ILQDQFLDO

LOVWUXPHQWY DIIHFWLQJ 3
LQW HVW UDWH VHQVLWLYLW\ ©]
Q

W
X
H

VW VHQVLWLYLW\ JDS

H
DWLYH LQWHUHVW 3
WLYLW\ JDS o

HU
HU
X0
VL

<o

P
Q

,QWHUHVW UDWH ULVN

$,% 8. *URXS LV H[SRVHG WR WKH ULVN Rl ORVV IURP IOXFWXDWLRQV LQ WKH IXW
EHFDXVH RI WKH FKDQJH LQ PDUNHW LQWHUHVW UDWHV ,QWHUHVW UDWH ULVN
WKUHH PHWULFV

O QRQ WUDGHG 9D5

O QHW LQWHUHVW LQFRPH VHQVLWLYLW\ DQG

O HFRQRPLF YDOXH RI HTXLW\

I1HW LQWHUHVW LQFRPH VHQVLWLYLW\ FDSWXUHV WKH H[SHFWHG LPSDFW RI FK
LQWHUHVW LQFRPH IRU D VSHFLILHG ILQDQFLDO SHULRG W\SLFDOO\ RQH \HDU

(FRQRPLF YDOXH RI HTXLW\ FDSWXUHV WKH H[SHFWHG LPSDFW RI FKDQJHV LQ L
FDSWXUHVY 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 UDWHY LQ WHUPV RI WKH LPSDFW RQ QHW LQWHUHVW
SHULRG DVVXPLQJ QR FKDQJH LQ WKH EDODQFH VKHHW 7KH DQDO\VLV LV VXEM|
LQWHUHVW UDWH PRYHPHQWYV RFFXUULQJ VLPXOWDQHRXVO\ DQG DOO RWKHU (
$GGLWLRQDOO\ LW LV DVVXPHG WKDW QR PDQDJHPHQW DFWLRQ LV WDNHQ LQ UH

,Q GHULYLQJ WKH EDVH FDVH QHW LOWHUHVW 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 LQWHUHVW LQFRPH WR LQWHUHVW WPWH PRYH

EDVLVY SRLQW SDUDOOHO PRYH LQ DOO LQWHUHVW UDWHYV
EDVLV SRLQW SDUDOOHO PRYH LQ DOO LOQOWHUHVW UDWHYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

, QWHUHVW UDWH EHQFKPDUN UHIRUP

$XWKRULWLHY DQG UHJXODWRUV KDYH VXEVWDQWLYHO\ IDFLOLWDWHG WKH PDUN
U,%250 EHQFKPDUN UDWHV HJ /,%25 WR DOWHUQDWLYH 5LVN )UHH 5DWHV !
WUDQVIRUPHG PDUNHW SUDFWLFH 621,$ 6WHUOLQJ 2YHUQLJKW ,QGH[ $YHUDJH
6HFXUHG 2YHUQLJKW )LQDQFLQJ 5DWH KDV EHHQ DGRSWHG WR UHSODFH 86" /,%:

7KH 3DUHQW *URXS HVWDEOLVKHG D EDQN ZLGH ,QWHUHVW 5DWH %HQFKPDUN 5|
ZLWK VSRQVRUVKLS IURP WKH $,% *URXS SOF &KLHI )LQDQFLDO 2IILFHU WR PDQD
FRPSOHWHG E\ HDUO\ KDYLQJ RYHUVHHQ WKH VXFFHVVIXO H[HFXWLRQ RI
HOQKDQFHPHQWY FRQWUDFW UH SDSHULQJ FXVWRPHU FRPPXQLFDWLRQ DQG FRQC

5HVLGXDO ,%25 WUDQVLWLRQ DFWLYLWLHYVY DUH QRZ EHLQJ XQGHUWDNHQ E\ WK
HVWDEOLVKHG SURFHGXUHYV 7KH DIJHQGD KDV EHHQ IRFXVHG RQ FRPSOHWL
/, %25 WUDQVDFWLRQV 7KHUH ZDV D F d ELOOLRQ UHGXFWLRQ DFURVV *%3 GHU
UHGXFWLRQ RI RXWVWDQGLQJ *%3 VRQWKHWL MR LTKRPIERG DWIHY B W IPY H%3 /,%25 SRVL
UHPDLQLQJ DV DW 'HFHPEHU ,Q 86" WHUPV WKHUH ZDV D PLOOLRQ UHGX
PLOOHRMLOLQJ WR EBWD@WDJIJHEBFHPEHU

6WDWHPHQW RI FDVK IORZVY DGGLWLRQDO LQIRUPDWLRQ

1RQ FDVK LWHPV LQFOXGHG LQ SURILW ORVV EHIRUH WD[DWLRQ
$,% 8. *URXS $,% 8.

dP dpP dpP dP

&UHGLW LPSDLUPHQW FKDUJH ZULWHEDFN EHIRUH UHFRYHULHV
3URILW ORVV RQ GLVSRVDO RI SURSHUW\

1HW JDLQ RQ HTXLW\ LQYHVWPHQWYV PHDVXUHG DW )973/
3URYLVLRQ IRU OLDELOLWLHY DQG FRPPLWPHQWYV
'"HSUHFLDWLRQ DPRUWLVDWLRQ DQG LPSDLUPHQW

'LYLGHQGV UHFHLYHG IURP VXEVLGLDU\ XQGHOWDNLQ®V
SHWLUHPHQW EHQHILWY GHILQHG EHQHILW LQFRPH O o)
&KDQJH LQ SUHSD\PHQWYV DQG DFFUXHG LQFRPH

&KDQJH LQ DFFUXDOV DQG GHIHUUHG LQFRPH

/RVV RQ GLVSRVDO RI ORDQV DQG DGYDQFHV WR FXVWRPHUV
7RWDO QRQ FDVK LWHPYV

$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 dP

&DVK DQG EDODQFHV DW FHQWUDO EDQNV
/RDQV DQG DGYDQFHV WR EDQNYV
'"HSRVLWV E\ FHQWUDO EDQNVY DQG EDQNV
&DVK DQG FDVK HTXLYDOHQWYV

(IFOXGLQJ UHJXODWRU\ EDODQFHV ZLWK WKH %DQN RI (QJODQG
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

J)LQODQFLDO DVVHWY DQG OLDELOLWLHY E\ FRQWUDFWXDO |

7KH IROORZLQJ WDEOH DQDO\WVHV ILQDQFLDO DVVHWY DQG ILQDAFHPEHOLDELOLWI
DQG

2Q GHPDQHEVV WKD@®RQWKY WR \HDUV2YHU 7RWDO
PRQWKY EXW\HDU \HDUV
QRW RQ
GHPDQG
dP dpP dP dp dpP dpP

JLQDQFLDO DVVHWYV
&DVK DQG EDODQFHY DW FHQWUDO ) ) )
EDQNV o} o} o o
"HULYDWLYH ILQDQFLDO LQWWUXPHQWYV
/IRDQV DQG DGYDQFHV WR EDQNYV o} o} o}
/IRDQV DQG DGYDQFHV WR
FXVWRPHUV
2WKHU ILQDQFLDO DVVHWV O 0 o} o}
JLQDQFLDO OLDELOLWLHV
'"HSRVLWV E\ FHQWUDO EDQNV DQG
EDQNV
&XVWRPHU DFFRXQWYV
'"HULYDWLYH ILQDQFLDO LQVWWUXPHQWYV
2WKHU ILQDQFLDO OLDELOLWLHYV o ) o) o

2Q GHPDQKWBVV WKDQ@RQWKYV WR \HDWHW \HDUV 7RWDO
PRQWKY EXW\HDU
QRW RQ
GHPDQG
dP dpP dP dpP dP dP

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 OLDELOLWLHV
"HSRVLWV E\ FHQWUDO EDQNV DQG
EDQNV
&XVWRPHU DFFRXQWYV
'"HULYDWLYH ILQDQFLDO LQVWONUXPHQWYV
2WKHU ILQDQFLDO OLDELOLWLHYV o] ) o) o)

$% 8. *URXS KDV FKDQJHG LWV FODVVLILFDWLRQ RI FDVK FROODWHUDO SODFHG ZLWK Gt
FRPSDUDWLYH SHULRG EHLQJ UHVWDWHG ZLWK d P LQ ILQDQFLDO DVVHWYV PRYLQJ IURP R
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 WDEOH EHORZ VKRZV WKH XQGLVFRXQWHG FDVK RXWIORZV UHODWLQJ WR S
OLDELOLWLHV RQ WKH EDVLV Rl WKHLU HDUOLHVW SRVVLEOH FRQWUDFWXDO P
OLDELOLWLHV IRU H[DPSOH FXVWRPHU GHPDQG GHSRVLWV YDU\ VLIQLILFDQW(Z
PDQDJHPHQW RI OLTXLGLW\ ULVN $,% 8. *URXS DGMXVWV WKH FRQWUDFWXDO R
VWDELOLW\ RI WKHVH GHSRVLWV 2IIVHWWLQJ WKH OLDELOLW\ RXWIORZV DUH FI
SRVLWLRQ $GGLWLRQDOO\ $,% 8. *URXS KROGV D VWRFN RI| KLZKLFXDDUWLK KBOTXL
WKH SXUSRVH RI FRYHULQJ XQH[SHFWHG FDVK RXWIORZV

2Q GHP /HVV Wt PRQWEK WR \HDWHWU \I 7RWDO
PRQWKYV \H I
QRW
GHPD
dP dP dP dpP dP dP

JLQDQFLDO OLDELOLWLHV
'"HSRVLWV E\ FHQWUDO EDQNV DQG
EDQNV
&XVWRPHU DFFRXQWYV
'"HULYDWLYH ILQDQFLDO LQYWUXPHQWYV
2WKHU ILQDQFLDO OLDELOLWLHYV ) o) o) o

2Q GHP /[/HVV W PRQW WR \HDWHW \HDUV 7RWDO
PRQWK \H
QRW
GHPC
dP dP dpP dP dpP dpP

JLQDQFLDO OLDELOLWLHV
'HSRVLWV E\ FHQWUDO EDQNV DQG
EDQNV
&XVWRPHU DFFRXQWYV
'"HULYDWLYH ILQDQFLDO LQOWUXPHQWYV
2WKHU ILQDQFLDO OLDELOLWLHYV o) o) o) o)

7KH WDEOH EHORZ VKRZV WKH FRQWUDFWXDO H[SLU\ E\ PDWXULW\ RI $,% 8. *URX

2Q GHP 2Q GHP
dP dpP

&ROQWLQIJHQW OLDELOLWLHYV
&RPPLWPHQWYV

$,% 8. *URXS GRHV QRW H[SHFW DOO RI WKH FRQWLQJHQW OLDELOLWLHYV RU FRPP
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

5SHODWHG SDUW\ WUDQVDFWLRQV
5HODWHG SDUWLHV 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 WHROMWHH & FSIDSUUN.VHHVNHY PDQDJHPHQW SHUVRQQHO WKH 3DUHQW D
SHQVLRQ IXQGV

D 7UDQVDFWLRQV DUUDQJHPHQWYV D'QGHFWNRPEP RYWNUWQYROYLQJ

.H\ PDQDJHPHQW SHUVRQQHO .03 DUH WKRVH SHUVRQV FRQVLGHUHG KDYLQJ
GLUHFWLQJ DQG FRQWUROOLQJ WKH DFWLYLWLHV RI $,% 8. *URXS GLUHFWO\ RU
"'LUHEWRUV RI $,% 8. *URXS D&®.G PHEPEHYKLEI \WR R

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

IXPEHU RIXPEH%WDODQFH DPEHUIRPEHU RDODQFH DW
SHUVRQRI ORDQWDU HQG SHUVRQVORDQMHDU HQG
dP dP

.H\ PDQDJHPHQW SHUVRQQHO

+RPH DQG SHUVRQDO ORDQV WR .03 DUH PDGH DYDLODEOH RQ WKH VDPH WHUPV
*URXS &RPPHUFLDO ORDQV DQG ORDQV WR UHODWHG SDUWLHY DUH PDGH LQ WKl
WHUPV 7KH ORDQV DUH SULPDULO\ RI D VHFXUHG QDWXUH DQG DQ LQVLJQLILFD
ORDQV MWHPEHU DQG 5HSD\PHQWYV RQ ORDQV WR .03 GXULQJ WKH \HDU DPRXQW
ZHUH dQLO

7TKHVH ORDQV GR QRW LQYROYH PRUH WKDQ WKH QRUPDO ULVN RI UHSD\PHQ\
JXDUDQWHHY ZHUH JLYHQ RU UHFHLYHG LQ UHODWLRQ WR WKHVH WUDQVDFWLRQ'

E&RPSHQVDWNHRRDRIDIJHPHQW SHUVRQQHO
7KH WDEOH EHORZ RXWOLQHV WKH FRPSHQVDWLRQ SDLG WR .03 GXULQJ WKH \HD!

.H\ PDQDJHPHQWLJKHVW SDLG 'LUHFW
SHUVRQQHO

dP dP dP dP
6DODU\ DQG RWKHU VKRUW WHUP EHQHILWYV
3RVW HPSOR\PHQW EHQHILWYV o
7HUPLQDWLRQ EHQHILWYV o o o
7RWDO
.Q WKHUH ZHBHIRU DOO RU SDUW RI WKKH\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 zZDV dQLO d P

7THUPLQDWLRQ EHQHILWY UHODWH WR VHYHUDQFH SD\PHQWY PDGH WR .03 7KHUH
d P

1R SD\PHQWV WR IRUPHU 'LUHFWRUV ZHUHW®IDGGH GXULQJ WKH \HDU

1R VKDUH RSWLRQV ZHUH JUDQWHG RU RLHOUF DWHGCWKHUKFZHUH QR RSWLRQV WR
VKDUHYV LQ WKH XOWLPDWH SDUHQW $,% *URXS SBFHREKMYWDQGGULMI LTKHUMR XHUR
QR ORQJ WHUP LQFHQWLYH VFKHPHV LQ RGHWDWLRQ GXULQJ WKH \HDU

F 3URYLVLRQ RI EDQNLQJ VHUYLFHV WR 8. 3HQVLRQ )XQGV
$,% 8. *URXS SURYLGHV QRUPDO EDQNLQJ IDFLOLWLHV IRU WKH 8. 6FKHPH RQ WHL

BBBEBBBBEBBBBEBBBBEBBBBEBEBBEBEBEBBEBEBEBEBEBBEBBEBBEBBEBBEBEBBEBEBEBBBBBBBI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

G 6XEVLGLDU\ XQGHUWDNLQJV

,Q DFFRUGDQFH ZHWBWS$& 3DUW\ LYWORVIURKS UHODWHG SDUW\ WUDQVDFWLRQV
HOLPLQDWHG LQ WKH SUHSDUDWLRQ RI WKH FRQVRO L{G®BWHQ@ WIHUVQEFQW® WWDWM |
ZLWK WKH VXEVLGLDU\ FRPSDYXXUHI/LQIMWHI RYLGRHWHRQ WHUPV VLPLODU WR WKRYV

7KH WDEOH EHORZ SURYLGHVY WKH EDODQFHV WKDW $,% 8. *URXS KDV ZLWK LWV
LQFRPH VWDWHPHQW

dpP dpP
6WDWHPHQW RI ILQDQFLDO SRVLWLRQ
"HSRVLWYV
,QFRPH VWDWHPHQW
,QWHUHVW H[SHQVH ) o)

H ,PPHGLDWH SDUHQW DQG IHOORZ VXEVLGLDULHV
7TUDQVDFWLRQV WKDW $,% 8. *URXS HQWHUV LQWR ZLWK $,% SOF DQG IHOORZ \
EXVLQHVVY 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 )JHOORZ $,% SOF )HOORZ
VXEVLGLDULHV VXEVLGLDULHV

dpP dP dP dP
6WDWHPHQW RI ILQDQFLDO SRVLWLRQ
/IRDQV DQG DGYDQFHYV
"HSRVLWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DVVHWYV o} o}
"HULYDWLYH ILQDQFLDO LQVWUXPHQWY OLDELOLWLAYV o}
,QFRPH VWDWHPHQW
,QWHUHVW LQFRPH o) o)
,QWHUHVW H[SHQVH o} o}
1HW IHH DQG FRPPLVVLRQ LQFRPH o] e)
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
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

J 7UDQVDFWLRQV ZLWK NH\ PDQDJHPHQW SHUVRQQHO
&RQQHFWHG SHUVRQV
7KH DJJUHJDWH Rl ORDQV WR FRQQHFWHG SHUVRQV RI 'LUISFHWREQWQ RIILFH DUH

/IRDQV
7RWDO

7KH WRWDO LQWHUHVW UHFHLYDBE ®QLYKKRYB® ORDQV LQ

7KH ORDQV DUH PDGH RQ QRUPDO FRPPHUFLDO WHUPV DQG DQ LQVLJQLILFDQW
ORDQV MWHPEHU DQG

(YHQWYV DIWHU WKH UHSRUWLQJ SHULRG

7KH IROORZLQJ VLJQLILFDQW HYHQWYV DIIHFWLQJ $,% 8. *URXS RU $,% 8. KDYH Rt
UHTXLUH DPHQGPHQWWRWHRHQ QDQFLDO

'LVVROXWLRQ RI VXEVLGLDULHV
2Q )HEUXDU\ JLUVW 7UXVW )LQDQFLDO 30DQQLQJ /LPLWHG DQG )LUVW 7UXV
VXEVLGLDULHV RI $,% 8. ZHUH GLVVROYHG

6DOH RI QRQ SHUIRUPLQJ ORDQV
2Q YHEUXDU\ SURFHHGV Rl d P ZHUH UHFHLYHG E\ $,% 8. UHODWLQJ WR W]
ORDQV WR D WKLUG SDUW\ QRWH 7KH ORDQV ZHUH GHUHFRJQLVHG IURP WKH

3DUHQW FRPSDQ\
5HIHUHQFH WR WKH LPPHGLDWH SBUX GWPFREIBODWYDNHQUVWHHHEG WR WKH 5HSXEOL
UHJLVWHUHG RROFHY DR W KX B WU HWSIOF WKH VPDOOHVW JURXS IRU ZKLFK FRQVF
SUHSDUHG

$,% *URXSVBOWKH XOWLPDWH SDUHQW FRPSDQ\ DQG X©KHOMNDIWSDWRQW WRARDKIDJ ST
ODUJHVW JURXS RI ZKLFK $,% 8. LV D PHPEHU IRU ZKLFK FRQVROLGDWHG DFFR>
$,% SOF DQG RI WKH XOWLPDWH SDUHQW.%RY '
$OWHUQDWLYHO\ LQIRUPDWLRQ FDQ EH YIH
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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.

$,% 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

$30 $OWHUQDWLYH 3HUIRUPDQFH OHDVXUH

$33 $VVXUHG 3D\PHQW 3ROLF\

$UUHDUYV $UUHDUV UHODWHYV 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

E %LOOLRQV

%RXQFH %DFN 7RBQ%RXQFH %DFN /RDQ VFKHPH HQDEOHV VPDOO DQG PHGLXP

6FKHPH EHWZHHQ d DQG XS WR RI WKHLU WXUQRYHU DW D ORZ LQWH
d ,W LV SDUW RI D VHULHV RI JRYHUQPHQW PHDVXUHV DYDLC
LPSDFWHG E\ &29," DQG SURYLGHV D JXDUDQWHH IRU RI W
DSSOLFDWLRQV DQG DSSOLFDWLRQV IRU WRS XSV RQ ODUFK

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

&'6 &UHGLW 'HIDXOW 6ZDS

&(7 &RPPRQ (TXLW\ 7LHU 7KH KLJKHVW TXDOLW\ IRUP RI UHJXODW

FRPSULVHV RUGLQDU\ VKDUHV LVVXHG DQG UHODWHG VKDUH SUI
UHVHUYHV H[FOXGLQJ FDVK IORZ KHGJLQJ UHVHUYHV DQG GHGXFW

&)2 &KLHI )LQDQFLDO 2IILFHU

&RGH &RGH RI &RQGXFW

EROQFHQWUDWLERROQBHQWUDWLRQ ULVN LV WKH ULVN RI ORVV IURP ODFN RI GLYt!
LQGXVWU\ RQH JHRJUDSKLF DUHD RU RQH W\SH RI VHFXULW\

&RQWUDFWXDOr RIBDVEXWILWRG ZKHQ D VFKHGXOHG SD\PHQW LV GXH DQG SD\DEOH L

ILQDQFLDO LQVWUXPHQW

&RQWUDFWXDOr K W.ICPHD 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 DUH 6WDJH ILQDQFLDO DVVHWV ZKHUH \
LPSDLUPHQW DQG WKHUHIRUH FRQVLGHUHG WR EH LQ GHIDXOW
DVVHWYV

&UHGLW UDWL@® HYDOXDWLRQ RI WKH FUHGLWZRUWKLQHVYV RI DQ HQWLW\ VHHNL

&UHGLW ULVN 7KH ULVN WKDW RQH SDUW\ WR D ILQDQFLDO LQVWUXPHQW ZLOO [
IDLOLQJ WR GLVFKDUJH DQ REOLJDWLRQ

&ULWLFLVHG O/MRD@QW UHTXLULQJ DGGLWLRQDO PDQDJHPHQW DWWHQWLRQ RYHU I
ORDQ W\SH

&52 &KLHI 5LVN 2IILFHU

&55 &DSLWDO 5HTXLUHPHQWY 5HIXODWLRQ

&XVWRPHU DFFRRADDELOLW\ RI $,% 8. *URXS ZKHUH WKH FRXQWHUSDUW\ WR WKH |
FXVWRPHU D FRUSRUDWLRQ RWKHU WKDQ D ILQDQFLDO LQVWLYV
LQFOXGHYV YDULRXV WA\SHV RI GHSRVLWY DQG FUHGLW FXUUHQW DF

&9% &RXQWHUSDUW\ 9DOXDWLRQ $GMXVWPHQW
‘&) 'LVFRXQWHG FDVK IORZ
'"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
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'"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 FUH
RI D GHIDXOW RFFXUULQJ DV WKH ZHLJKWV

(( ([SHEFWHG H[SRVXUH

(3& (QHUJ\ 3HUIRUPDQFH 5DWLQJ

(3( ([SHFWHG SRVLWLYH H[SRVXUH

(58 (FRQRPLF 5HVHDUFK 8QLW

(6* (QYLURQPHQWDO VRFLDO DQG JRYHUQDQFH

(626 (QHUJ\ 6DYLQJV 2SSRUWXQLW)\ 6FKHPH

(8 (XURSHDQ 8QLRQ

([&R ([HEXWLYH &RPPLWWHH

)&$ JLOQDQFLDO &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 Rl WKH PRUWJDJH DQG FDSLWDOLVLQJ DUUF

)5 & J)LQDQFLDO 5HSRUWLQJ &RXQFLO

)6 * J)LQDQFLDO 6ROXWLRQV *URXS

)6 &6 J)LQDQFLDO 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 ORVV

* 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

" x *UHHQKRXVH *DV

*UHHQ PRUWJDUWHHHQ PRUWJDJHYV DUH RITHUHG WR QHZ DQG H[LVWLQJ PRUWJDJH
GZHOOLQJ ZKLFK KDV DQ (QHUJ\ 3BHUIRUPDQFH 5DWLQJ (3& RI $

*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 ¢

,5+3 ,QWHUHVW 5DWH +HGJLQJ 3URGXFWYV

, 070 y (4] (0]

55 % % QWHUHVW 5DWH 5LVN LQ WKH %DQNLQJ %RRN 7KH FXUUHQW RU S
FDSLWDO RI $,% 8. *URXS DV D UHVXOW RI DGYHUVH PRYHPHQW\
EDQNLQJ ERRN SRVLWLRQV

6% ,QWHUQDWLRQDO 6WDQGDUGY RQ $XGLWLQJ

.03 .H\ PDQDJHPHQW SHUVRQQHO

N:K .LORZDWW KRXU

/&5 JLTXLGLW\ &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\
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/HYHUDJH UDWIRH UDWLR Rl WLHU FDSLWDO WR WRWDO H[SRVXUHV 7RWDO H[SI
EDODQFH VKHHW LWHPV DQG GHULYDWLYHV DQG VKRXOG JHQHUI
H[SRVXUH

IEE /JRVV JLYHQ GHIDXOW O/*x LV WKH H[SHFWHG RU DFWXDO ORVV L
SHUFHQWDJH RI H[SRVXUH DW GHIDXOW ($'

/,%25 /IRQGRQ ,QWHU %DQN 2IIHUHG 5DWH

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 DFFRXQWV DV SUHVHQWHG LQ WKH VWDWHPHQW RI ILQDQFLDO SR

/73" /LIHWLPH SUREDELOLW\ RI GHIDXOW

P OLOOLRQV

05% ODWHULDO 5LVN $VVHVVPHQW

1HW ORDQV  7RWDO ORDQV PLQXV WKH GUDZQ FUHGLW SURYLVLRQV

1HW =HUR 1HW ]JHUR UHIHUV WR D VWDWH LQ ZKLFK WKH JUHHQKRXVH JDV
EDODQFHG E\ UHPRYDO RXW RI WKH DWPRVSKHUH

1, 1RUWKHUQ ,UHODQG

IHW LOWHUHVWKIH PRPRXQW RI LQWHUHVW UHFHLYHG RU UHFHLYDEOH RQ DVVHYV
OLDELOLWLHV

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[SRVXUHV OR DUGOHVV 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

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\VWHPV RU IURP H[WHUQDO HYHQWYV ,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" 3UREDELOLW\ Rl 'HIDXOW 3' LV WKH OLNHOLKRRG WKDW D ERUUF

3LOODU 6HWV RXW WKH UXOHV IRU FDOFXODWLQJ PLQLPXP UHJXODWRU\ F

EDVHG RQ WKH VXP RI RSHUDWLRQDO PDUNHW DQG FUHGLW ULV
PDLOQWDLQ DW DOO WLPHV FDSLWDO UHVRXUFHV HTXDO WR RU LQ

3LOODU 7KLV 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 BUHSD\PHQWYV

33, 3D\PHQW 3URWHFWLRQ ,QVXUDQFH

35% BUXGHQWLDO 5HIXODWLRQ $XWKRULW\

3Z2& SBULFHZDWHUKRXVH&RRSHUV

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 FRPPLWV WR UHSXUFKDVH WKH VHFXULW\ DW D GDWH L(¢
ORDQ )RU WKH FRXQWHUSDUW\ WR WKH WUDQVDFWLRQ LW LV WH
UHYHUVH UHSR

5HYHUVH UHSR$ SXUFKDVH Rl VHFXULWLHYVY ZLWK DQ DJUHHPHQW WR UHVHOO WK
GDWH
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5)5 5LVN IUHH UDWH

5:% 5LVN ZHLJKWHG DVVHWYV 5:% DUH D PHDVXUH RI DVVHWV LQF
FRQYHUWHG LQWR DVVHW HTXLYDOHQWYV HJ FUHGLW OLQHV Zi
SUHVFULEHG UXOHV DQG IRUPXODV DV GHILQHG LQ WKH %DVHO {
WKRVH DVVHWYV

6&% 6WURQJ &XVWRPHU $XWKHQWLFDWLRQ
6(&5 6WUHDPOLQHG (QHUJ\ DQG &DUERQ 5HSRUWLQJ
6HFWLRQ 6HFWLRQ RI WKH &RPSDQLHV $FW

6HFXULWLVDWIZK® SURFHVV RI DJJUHIJDWLRQ DQG UHSDFNLQJ RI QRQ WUDGDEOH
DQG DGYDQFHV RU FRPSDQ\ FDVK IORZ LQWR VHFXULWLHYV WKDW |

PDUNHWYV

6,&5 6LJQLILFDQW LQFUHDVH LQ FUHGLW ULVN

6, 6HQLRU ,QGHSHQGHQW 'LUHFWRU

6/3 $,% 3)3 6FRWWLVK /LPLWHG 3DUWQHUVKLS

60 ( 6PDOO DQG PHGLXP VLJHG HQWHUSULVHV 60(V DUH EXVLQHVVHYV
ILQDQFLDO UHVXOWYV IDOO EHORZ FHUWDLQ OLPLWYV

605 6HQLRU ODQDJHUV 5HJLPH

621,$ 6WHUOLQJ 2YHUQLJKW ,QGH[ $YHUDJH

633, 6ROHO\ SD\PHQWYV RI SULQFLSDO DQG LQWHUHVW

6WDJH DOORFBQIGHY ,)56 ORDQV DQG DGYDQFHV WR FXVWRPHUV DUH FODVVLIL

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

7&)" 7DVNIRUFH RQ &OLPDWH UHODWHG )LQDQFLDO 'LVFORVXUHYV

7KH &RPSDQ\ $,% *URXS 8. S O F

7KH 3DUHQW $OOLHG ,ULVK %DQNV S O F

7KH 3SDUHQW *$®OLHG ,ULVK %DQNV S OF 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

7UDFNHU PRUWJWUDFNHU 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. &8UHGLW &RPPLWWHH

8./0 $,% 8. /RDQ ODQDJHPHQW /LPLWHG

8.17 8. /[HDGHUVKLS 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

9XOQHUDEOH ORDQV ZKHUH UHSD\PHQW LV LQ MHRSDUG\ I[URP QRUPDO FDVK IOR
VRXUFHV

/2" JLUVW /LQH RI '"HIHQFH

/12" 6HFRQG /LQH RI '"HIHQFH

/12" 7KUHH OLQHV RI GHIHQFH
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