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$%287 7+,6 0' $

7KH IROORZLQJ PDQDJHPHQWVV GLVFXVVLRQ DQG DQDO\VLV WO0' $X

RSHUDWLRQV RI 6(&85( :DVWH ,QIUDVWUXFWXUH &RUS W6(&85(X WKH
SUHSDUHG E\ PDQDJHPHQW DV Rl DQG UHYLHZHG DQG DSSURYHG E\ WK]|
R®D\ b 7KH 0'$ LV D UHYLHZ RI WKH ILQDQFLDO UHVXOWV RI WKH &I
)56 $FFRXQWLQJ 6WDQGDUGYV DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFR

7KLV 0' $VV SULPDU\ IRFXV LV D FRPSDULVRQ R|I WKHHHQPRGWKXY S$iif
ODUFKb bWR WKHHH PRQWKDUFKIWGHG DQG VKRXOG EH UHDG LQ FRQM
&RUSRUDWLRQVY FRQGHQVHG FRQVROLGDWHG ILQRRQEHEOPR®WNWWPHC
ODUFKb bDQG W,QWHULP )LQDQFLDO 6WDWHPHQWVX DQG QRWHYV
DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG QRWHV WKHUF
W$QQXDO )LQDQFLDO 6WDWHPHQWVX

$00 DPRXQWVY DUH SUHVHQWHG LQ &DQDGLDQ GROODUV XQOHVV RWKH
Rl &DQDGLDQ GROODUV H[FHSW VKDUH DQG SHU VKDUH DPRXQWV RU DV

7KLV 0' $ FRQWDLQV UHIHUHQFHV WR WKH IROORZLQJ ILQDQFLDO PHDVX
SUHVFULEHG XQGHU ,)56 WQRQ *$$3 DQG RWKHU VSHFLILHG ILQDQFLE
(%,7'$ SHU VKDUH EDVLF DQG GLOXWHG $GMXVWHG (%,7'$ PDUJLQ 7RW
FDVK IORZ GLVFUHWLRQDU\ IUHH FDVK IORZ SHU VKDUH EDVLF DQG GL
IXQGV IORZ IURP RSHUDWLRQV SHU EDVLF DQG GLOXWHG VKDUH 5HIHU
PHDVXUHVX VHFWLRQ RI WKLV 0'$ IRU D IXO0 GLVFXVVLRQ RQ PDQDJH
ILQDQFLDO PHDVXUHV LQFOXGLQJ ZKHUH DSSOLFDEOH UHFRQFLOLDWL

&25325$7( 29(59,(:

2Q -DQXDU\ 6(&85( (QHUJ\ 6HUYLFHV ,QF FKDQJHG LWV QDPH WR
7KH &RUSRUDWLRQVV FRPPRQ VKDUHV DUH WUDGHG RQ WKH 7RURQWR ¢
DQG LV D FRQVWLWXHQW Rl WKH 6 3 76; &RPSRVLWH ,QGH]

6(&85( LV D OHDGLQJ ZDVWH PDQDJHPHQW DQG HQHUJ\ LQIUDVWUXFWXU
7KH &RUSRUDWLRQ FDUULHV RXW LWV SULQFLSDO EXVLQHVV RSHUDWLR
WKURXJKRXW :HVWHUQ &DQDGD DQG 1RUWK 'DNRWD 7KH VROXWLRQV 6
UHGXFH FRVWVY EXW DOVR DLP WR ORZHU HPLVVLRQV LQFUHDVH VDIHV
WKH HQYLURQPHQW

6(&85(vVV :DVWH ODQDJHPHQW UHSRUWDEOH VHIPHQW LQFOXGHV D QHW
ZDWHU SLSHOLQHV LQGXVWULDO ODQGILOOV ZDVWH WUDQVIHU VWDW|
7TKURXJK WKLV LQIUDVWUXFWXUH QHWZRUN WKH &RUSRUDWLRQ FDUUL
SURFHVVLQJ UHFRYHU\ UHF\FOLQJ DQG GLVSRVDO RI ZDVWH VWUHE
FXVWRPHUVY G6HUYLFHVY LQFOXGH SURGXFHG DQG ZDVWH ZDWHU GLV!
FROOHFWLRQ SURFHVVLQJ DQG WUDQVIHU WUHDWPHQW RI FUXGH

PDQDJHPHQW DQG VSHFLDOW\ FKHPLFDOV

6(&85(VV (QHUJ\ ,QIUDVWUXFWXUH UHSRUWDEOH VHJPHQW LQFOXGHYV
WHUPLQDOV DQG VWRUDJH IDFLOLWLHYV 7KURXJK WKLV LQIUDVWUXF
WUDQVSRUWDWLRQ RSWLPL]IDWLRQ WHUPLQDOOLQJ DQG VWRUDJH RI F

JRU D FRPSOHWH GHVFULSWLRQ Rl VHUYLFHV SURYLGH®FE\L SWKIHR @ RRIIS |
%XVLQHVV DQG VIDFPUDRYLRVXWKH &RUSRUDWLRQVV $QQXDO ,QIRUPD\
'"HFHPEHUDb b W$,)X ZKLFK LV DYDLODEOH XQGHU 6(&85(VV SURILOF
$QDO\WLYV DQG 5HWULHYDAY VAT SEGKG/DRRU Z VI WH ODWRIWKHU WKDQ W
LQIRUPDWLRQ VHW RXWS5X®QN HDFUWERMWANKH DBGL QOKWFK LV LQFRUSRUDWHG E!
$,) GRHV QRW FRQVWLWXWH SDUW RI WKLV 0' $




$VVHW 'LYHVWLWXUH

2Q JHEUXDU\b b WKH &RUSRUDWLRQ FRPSOHWHG WKH GLYHVWLWXU
ZHUH IRUPHUO\ RZQHG E\ 7THUYLWD &RUSRUDWLRQ W7HUYLWDX WR D V
SURFHHGV RI ELOOLRQ WKH W6DOH 7UDQVDFWLRQX

23(5%$7,21%/ '(),1,7,216
&HUWDLQ RSHUDWLRQDO GHILQLWLRQV XVHG WKURXJKRXW WKLV 0'$ DU
&DSLWDO ([SHQGLWXUHV

7KH &RUSRUDWLRQ FODVVLILHVY FDSLWDO H[SHQGLWXUHY DV HLWKHU J!
DFTXLVLWLRQ FDSLWDO DUH FDSLWDO H[SHQGLWXUHV ZLWK WKH LQWH
ORFDWLRQV RU HPHUJLQJ PDUNHWY RU FRPSOHWH D EXVLQHVV RU DVYV
H[SHQGLWXUHV LQ UHVSHFW RI FDSLWDO DVVHW DGGLWLRQV UHSODFH
EXVLQHVYVY RSHUDWLRQV 7KH GHWHUPLQDWLRQ RI ZKDW FRQVWLWXWH
FDSLWDO LQYROYHV MXGJPHQW E\ PDQDJHPHQW

2LO BULFHV

&DQDGLDQ /LIJKW 6ZHHW FUXGH RLO SULFH LV WKH EHQFKPDUN SULFH IF
JubYLW\ DW (GPRQWRQ $OEHUWD :HVW 7H[DV ,QWHUPHGLDWH W:7,X
SULFH IRU OLJKW FUXGH RLO DW &XVKLQJ 2NODKRPD

), 1$1&,$/ $1' 23(5$7,1* +,*+/,*+76

1RQ *$$3 ILQDQFLDO PHDVXUH 5HIHU WR WKH W1RQ *$$3 DQG RWKHU VSHFLILHG ILQDQFLDO
2Q )JHEUXDU\ 6(&85( FORVHG WKH 6DOH 7UDQVDFWLRQ WR GLYHVW WKH )DFLOLWLHYV



7KH &RUSRUDWLRQVV RSHUDWLQJ DVXGAJ HHQ PR G WIKW FKIE BDIED® &/ V DR W K H
VXPPDUL]HG EHORZ

7TKUHH PRQWKY HQGHG ODUFKDb

PLOOLRQV HI[FHSW VKDUH DQG DWD FKDQJH

5HYHQXH H[FOXGHV RLO SXUFK
2LO SXUFKDVH DQG UHVDOH

DOH

TRWDO UHYHQXH

$GMXVWHG (%,7'$

3HU VKDUH EDVLF

3HU VKDUH GLOXWHG
1HW LQFRPH

3HU VKDUH EDVLF

3HU VKDUH GLOXWHG
)XQGV IORZ IURP RSHUDWLRQV

3HU VKDUH EDVLF

3HU VKDUH GLOXWHG
'LVFUHWLRQDU\ IUHH FDVK IORZ

3HU VKDUH EDVLF

3HU VKDUH GLOXWHG

&DSLWDO H[SHQGLWXUHYV
'LYLGHQGY GHFODUHG SHU FRPP
7TRWDO DVVHWYV

/IRQJ WHUP OLDELOLWLHYV

&RPPRQ VKDUHVY HQG RI SHULRG
"HLIKWHG DYHUDJH FRPPRQ VKDU
%DVLF
'LOXWHG

1RQ *$$3 ILQDQFLDO PHDVXUH QRQ *$%$3 UDWLR RU VXSSOHPHQWDU\ ILQDQFLDO PHDVXUH 5t
IXUWKHU LQIRUPDWLRQ

5HIHU WR WKH 2SHUDWLRQDO '"HILQLWLRQV VHFWLRQ LQ WKLV 0'$ IRU IXUWKHU LQIRUPDWL

),56748$57 (5 +,*+/,*+76

a $FTXLVLWIOREDQXDU\ 6(&85( FRPSOHWHG WKH DFTXLVLWLRQ
RSHUDWLQJ LQ (GPRQWRBLGOERQWDQFOXGLQJ FHUWDLQ ZRUNLQJ |
KXE IRU RXU PHWDO UHF\FOLQJ QHWZRUN LQ WKH (GPRQWRQ PDUN
LQWHJUDWLRQ RI D PHJD VKUHGGHU DQG JUHDWHU GLYHUVLILFDW
UHVLGHQWLDO DQG LQGXVWULDO ZDVWH VWUHDPV 7KLV FUHD'
SHUIRUPDQFH LQFUHDVHG VFDOH LPSURYHG ORJLVWLFV DQG W
&RUSRUDWLRQ V VWUDWHJILF LQYHVWPHQW LQ UDLO FDUV RYHU V
H[SHFWHG WR EH DFKLHYHG LQ 7KH RWKHU SUHYLRXVO\ DQQF
ORQJHU SURFHHGLQJ DV ILQDO QHJRWLDWLRQV DQG GXH GLOLJHQF

a SHSXUFKDVHG DQG FDQFHRPRKQ VKDUHV GERXWMWDUWKH RMWKH
&RUSRUDWLRQ FROQWLQXHG WR UHSXUFKDVH FRPPRQ VKDUHV XQGH
ZHLIJKWHG DYHUDJH SULFH SRIW IMKWRWDRbPROWLRR $V D UHVXO\
UHSXUFKDVHV FRPSOHWHG WKURXJKRXW DQG GXULQJ WKH ILU’
QXPEHU RI EDVLF VKDUHVY RXWVWRR&EDLQH G WRUWBWHIG UMW TXDUWHU



a 5S5HYHQXH H[FOXGLQJ RLO SXUF KOL\OHD DRME WHIWHD@WRLFRIHID VH FRPSD Ut
WKHUVMWDUWHU RIKLV LQFUHDVH LV QRWDEOH JLYHQ WKDW SULRU
IDFLOLWLHYVY GLYHVWHG LQ WKH 6DOH 7UDQVDFWLRQ RQ )HEUXDU\
WKH :DVWH ODQDJHPHQW VHJPHQW VXSSRUWHG E\ FRQWULEXWLR
PHWDOV UHF\FOLQJ RSHUDWLRQV RQ -DQXDU\ SULFH LQFUH

DQG KLJKHU VSHFLDOW\ FKHPLFDOV UHYHQXH UHVXOWLQJ IUR
VHUYLFHV 7KLV JURZWK ZDV SDUWLDOO\ RIIVHW E\ UHGXFHG DFW|
GXH WR H[WUHPH FROG ZHDWKHU FRQGLWLRQV ,Q WKH (QHUJ\ ,C
SULPDULO\ GXH WR WKH GLYHVWLWXUH RI DVVHWV LQ WKH 6DOH 7
SDUWLDOO\ RIIVHW E\ KLJKHU UHYHQXHV IURP H[SDQGHG RSHUDWLF

a 1HW LQFRPHPROOLRQ DRMU EDVLFUHKNHWNVHQWLQJ D BMFWGIDR/G mRIU
FRPSDUHG IWRVWIKHWWHU RKLFK LV DOPRVW HQWLUHO\ GXH WR D
GLYHVWLWXUH IURP WKH 6DOH 7UDQVDFWLRQ SDUWLDOO\ RIIVHW
VLIJQLILFDQWO\ LQFUHDVHG QHW LQFRPH LQ WKH ILUVW TXDUWHU R

a $GMXVWHG R, 7'PLOOURMGUHVHQWHFUBRVH FRPSIDUWXADW® MUK R |
7KH GHFOLQH ZDV SULPDULO\ DWWULEXWDEOH WR WKH GLYHVWLWX
WKH ILUVW TXDUWHU RI 7KLV ZDV SDUWLDOO\ RIIVHW E\ KLJKHL
EXVLQHVYV ZLWKLQ WKH :DVWH ODQDJHPHQW VHIJPHQW GULYHQ E\
VDOHV PL[ RI KLJKHU PDUJLQ SURGXFVEHFHERXM®E H/GR (% , 7LK RADKUH LI
SULPDULO\ GXH WR WKH (GPRQWRQ PHWDOV UHF\FOLQJ DFTXLVLWLI

a $GMXVWHG (%,7'$ SHUREDVLRAUNEDHWHQWLQJ DQ FIRPRIDHIONVG VRR WKH
TXDUWHU RI ‘KLOH WRWDO $GMXVWHG (%,7'$ GHFUHDVHG LQ W
SHU VKDUH EDVLV ZDV GHGXAWLRQDRQ FRPPRQ VKDUHV RXWVWDQCG
UHSXUFKDVHV FRPSOHWHG WKURXJKRXW DQG GXULQJ WKH ILUV)

a )XQGV IORZ IURP RSHRIDWLIRRXY AU EDVLF WHKSWHIV HQVBIHFUBDVH LQ
IXQGV IORZ IURP RSHUDWLRQV FRPSDUHG WR WKH VDPH SHULRG L
(%,7'$ )XQGV IORZ IURP RSHUDWLRQV SH W EMS/QEHGK BVIRH WAKHF ULHDAWY

DV D UHVXOW RI VKDUH UHSXUFKDVHV FRPSOHWHG WKURXJKRX!

a 'LVFUHWLRQDU\ IlRHH PLOKOIRRYFUHWLRQDU\ IUHH FDVKFRPRED GHG UH
WR WHKUIHWFWDUWHU RSULPDULO\ GXH WR ORZHU IXQGV IORZ IURP RS
VXVWDLQLQJ FDSLWDO H[SHQGLWXUHYV LQ WKH FXUUHQW TXDUWH!I

GHFUHDVHGFRPSDUHG WR WKH ILUVW TXDUWHU RI DV D UHVXO
WKURXJIKRXW DQG GXULQJ WKH ILUVW TXDUWHU RI

a 'HFODUHG GLYLGHRQ@WOLRWHWFODUHG D TXDUWHUO\ GLYLGHQG RI {
ZDV SDBGWIR® WR VKDUHKROGHBWIROBUHFRUG RQ

a *URZWK FODHSWDGLWXURYOROLBQLPDULO\ GLUHFWHG WRZDUG RQJRI
&OHDUZDWHU KHDY\ RLO WHUPLQDOOLQJ DQG JDWKHULQJ LQIUDVW
VSHQGLQJ VXSSRUWHG WKH XSJUDGH DQG H[SDQVLRQ RI WZR H[LV
FRQVWUXFWLRQ RI D QHZ ZDWHU GLVSRVDO IDFLOLW\ DQG WKH SXI

a 6XVWDLQLQHFDEQL®IDOX UMM RLIRQFOXGHG HTXLSPHQW DGGLWLRQV D
UHF\FOLQJ RSHUDWLRQV DV ZHOO DV ODQGILOO FHOO H[SDQVLRQV

a &RPPHQFHG VXEVWDQWLDO RVPHILELG W6 WKKH &RUSRUDWLRQ DQ
WR FRPPHQFH D 6,% ZKHUHE\ 6(&85( KDV RITHUHG WR SXUFKDVH X!
RXWVWDQGLQJ FRPPRQ VKDUHV IURP KROGHUV RI FRPPRQ VKDUHYV
WPRGLILHG 'XWFK DXFWLRQX WKDW LQFOXGHV WKH DELOLW\ IRU Kk

1RQ *$$3 ILODQFLDO PHDVXUH QRQ *$$3 UDWLR BRHINNS/BR MPKHO WDR® MI3BAFQ6 R WKBUXWSHFL ||
PHDVXUHVX VHFWLRQ LQ WKLV 0' $ IRU IXUWKHU LQIRUPDWLRQ
5HIHU WR WKH W2SHUDWLRQDO 'HILQLWLRQVX VHFWLRQ LQ WKLV 0' $ IRU IXUWKHU LQIRUPDWL



SURSRUWLRQDWH WHQGHU 6XEMHFW WR LWV WHUPV DQG FRQGLW
XQWLO 0D\

287/22.

2QJRLQJ PDFURHFRQRPLF YRODWLOLW\ LQFOXGLQJ XQFHUWDLQW\ VXU
UHFHQW GHFOLQH LQ FRPPRGLW\ SULFHV KDV FRQWULEXWHG WR D
XQFHUWDLQW\ IRU RXU FXVWRPHUV DV WKH\ DVVHVV WKH SRWHQWLD(
FXVWRPHUVY DUH DSSURDFKLQJ WKH FXUUHQW HQYLURQPHQW ZLWK

HIILFLHQF\ DQG SUXGHQW FDSLWDO DOORFDWLRQ

$PLG WKHVH FRQGLWLRQV ZH UHPDLQ FRPPLWWHG WR GHOLYHULQJ Y
SRVLWLRQ DV D OHDGHU LQ ZDVWH PDQDJHPHQW DQG HQHUJ\ LQIUDVW!
UHFXUULQJ ZDVWH VWUHDPV JHQHUDWHG E\ ERWK RLO DQG JDV SURG
FRPPRGLW\ SULFHVY DQG D UHFHVVLRQDU\ EDFNGURS PD\ UHGXFH DFWL"
EXVLQHVYVY RSHUDWLRQV

%DVHG RQ WKH FXUUHQW HFRQRPLF HQYLURQPHQW DQG XQGHUO\LQJ H
IROORZLQJ JXLGDQFH IRU WKH UHPDLQGHU RI

a :H DUH PDLQWDLQLQJ RXU $GMXVWHG (%,7'$ JXLGDQFH RI PLOC
UHIOHFWV D PRUH FDXWLRXV VWDQFH LQ OLJKW RI WKH SRWHQWLI
WKH GHFLVLRQ QRW WR SURFHHG ZLWK D SUHYLRXVO\ DQQRXQFHG
EXVLQHVV RXU FRUH LQIUDVWUXFWXUH VXSSRUWYV UHFXUULQJ ZD\
DFURVV DOO F\FOHV

a ‘HH[SHFW GLVFUHWLRQDU\ I[IUHH FDVK IORZ RI PLOOLRQ WR F

a ‘H DUH LQFUHDVLQJ RXU RUJDQLF JURZWK FDSLWDO SURJUDP E\
LQFUHDVH UHODWHYV WR DQ H[HFXWHG FRQWUDFW ZLWK DQ DQFKRU
IRU D \HDU WHUP LQ WKH ORQWQH\ UHIJLRQ RI $OEHUWD 7KLV C(
H[SHFWHG WR EH LQ VHUYLFH LQ WKH ILUVW TXDUWHU RI TRWD

8 &RPSOHWLRQ RI WKH SKDVH HISDQVLRQ RI WKH &OHDUZDW
LQIUDVWUXFWXUH IRU LQFUHPHQWDO FOHDQ KHDY\ RLO GHOLY
WUXFNHG LQ HPXOVLRQ YROXPHV EDFNHG E\ DQFKRU WHQDQ
RSHUDWLRQDO LQ WKH ILUVW TXDUWHU ZLWK WKH WHUPLQDO
GD\

8 7ZR SURGXFHG ZDWHU SURFHVVLQJ DQG GLVSRVDO IDFLOLWLH
$OEHUWD ORQWQH\ UHJLRQ WR DFFRPPRGDWH JURZLQJ SURGXHF
EDFNHG E\ \HDU SURGXFHG ZDWHU FRQWUDFWYV ZLWK ODUJH
H[SHFWHG WR EH RSHUDWLRQDO LQ WKH IRXUWK TXDUWHU RI
VHUYLFH LQ WKH ILUVW TXDUWHU RI

8 5HRSHQLQJ D VXVSHQGHG LQGXVWULDO ZDVWH SURFHVVLQJ
+tHDUWODQG WR PHHW ORFDO GHPDQG &DSLWDO H[SHQGLWXU
XSJUDGLQJ FULWLFDO LQIUDVWUXFWXUH WR LQFUHDVH FDSDF
DQG WUHDWPHQW ZKLFK LV H[SHFWHG WR RFFXU LQ WKH WKLL

8 3XUFKDVLQJ LQFUHPHQWDO UDLO FDUV EULQJLQJ 6(&85(VV 10
LQFUHDVLQJ WKH HIILFLHQF\ Rl RXU PHWDOV UHF\FOLQJ ORJLV

8 2SWLPL]JLQJ RXU ZDVWH LQIUDVWUXFWXUH QHWZRUN WR GHER)
VDYLQJ DQG GULYH KLJKHU $GMXVWHG (%,7'$ IURP VDPH VWRLU

a ‘:H  DUH PDLQWDLQLQJ RXU PLOOLRQ VXVWDLQLQJ FDSLWDO DQG
a :H H[SHFW WR FRPSOHWH XS WR PLOOLRQ RI FRPPRQ VKDUH UH
%LG LQ WKH VHFRQG TXDUWHU RI JXUWKHU EX\EDFNV XQGHU \

PDQDJHPHQW DQG WKH %RDUG RI 'LUHFWRUYV



a ‘:H DUH PDLQWDLQLQJ RXU TXDUWHUO\ GLYLGHQG RI SHU
DSSUR[LPDWHO\ PLOOLRQ DQQXDOL]J]HG EDVHG RQ FXUUHQW VKDL

‘H DUH FRQILGHQW LQ RXU DELOLW\ WR DGDSW WR HYROYLQJ HFRQRPL
ORQJ WHUP YDOXH WKURXJK UHVLOLHQW RSHUDWLRQV GLVFLSOLQHG JlI

6(&85(VV VWURQJ EDODQFH VKHHW DQG UREXVW SURMHFWHG FDVK IORZ
FDSLWDO DOORFDWLRQ SULRULWLHV ,Q WKLY LQFOXGHV IXQGLQJ J
DFTXLVLWLRQ RI D PHWDOV UHF\FOLQJ EXVLQHVYVY FRPSOHWHG RQ -DQX
UHWXUQV WKURXJK VKDUH UHSXUFKDVHYVY DQG D VWDEOH TXDUWHUO\ GL

121 *$$3 $1' 27+(5 63(&,),(' ),1$1&,$/ 0($685(6

&HUWDLQ PHDVXUHV LQ WKLV 0'$ GR QRW KDYH DQ\ VWDQGDUGL]HG |
FRQVLGHUHG WVSHFLILHG ILQDQFLDO PHDVXUHVX EHLQJ HLWKHU WQR
WWRWDO RI VHIJPHQW PHDVXUHVX WFDSLWDO PDQDJHPHQW PHDVXUH\
DSSOLFDEOH DV GHILQHG LQ 1DWLRQDO ,QVWUXPHQW 1RQ *$$3
7KHVH PHDVXUHV DUH LGHQWLILHG DQG SUHVHQWHG ZKHUH DSSURSU
GLUHFWO\ FRPSDUDEOH ,)56 PHDVXUH 7KHVH PHDVXUHV DUH LQWHQG
DFFRUGDQFH ZLWK ,)56 7KH &RUSRUDWLRQ EHOLHYHV WKHVH PHDVXL
DQDO\WWV VKDUHKROGHUV DQG RWKHU XVHUV WR XQGHUVWDQG WKH
PDQDJHPHQW OLTXLGLW\ DQG DELOLW\ WR JHQHUDWH IXQGV WR ILQDQF

7KLV 0'$ LQFOXGHV WKH IROORZLQJ QRQ *$$3 DQG RWKHU VSHFLILHG
GLVFUHWLRQDU\ IUHH FDVK IORZ QRQ *$$3 ILQDQFLDO PHDVXUHV $GI
EDVLF DQG GLOXWHG VKDUH DQG GLVFUHWLRQDU\ IUHH FDVK IORZ SHU
VHIJPHQW SURILW PDUJLQ WRWDO Rl VHJPHQW PHDVXUH ZRUNLQJ
PDQDJHPHQW PHDVXUHV DQG IXQGV IORZ IURP RSHUDWLRQV SHU EDVL
PHDVXUH 7KHVH QRQ *$$3 DQG RWKHU VSHFLILHG ILQDQFLDO PHDVXUH

1RQ *$$3 )LQDQFLDO OHDVXUHV DQG 1RQ *$$3 5DWLRYV
$GMXVWHG (%,7'$ $GMXVWHG (%,7'$ PDUJLQ DQG $GMXVWHG (%,7'$ SHU

$GMXVWHG (%,7'$ LV FDOFXODWHG DV QRWHG LQ WKH WDEOH EHORZ D
DSSURSULDWH WR DGMXVW LQFOXGLQJ XQUHDOL]JHG JDLQV RU ORVVF
FRPSHQVDWLRQ WUDQVDFWLRQ FRVWV RWKHU LQFRPH DQG H[SHQVH\
RSHUDWLRQV RI WKH EXVLQHVV $GMXVWHG (%,7'$ PDUJLQ LV GHILQH
H[FOXGLQJ RLO SXUFKDVH DQG UHVDOH $GMXVWHG (%,7'$ SHU EDVLF I
GLYLGHG E\ EDVLF DQG GLOXWHG ZHLJKWHG DYHUDJH FRPPRQ VKDUHYV

$GMXVWHG (%,7'$ DQG $GMXVWHG (%,7'$ PDUJLQ DUH QRW VWDQGDUGL]
QRW EH FRPSDUDEOH WR VLPLODU ILQDQFLDO PHDVXUHY GLVFORVHG E\

ODQDJHPHQW EHOLHYHV WKDW LQ DGGLWLRQ WR QHW LQFRPH $GMXVV
HQKDQFH LQYHVWRUVV XQGHUVWDQGLQJ RI WKH UHVXOWYV JHQHUDWHC
SULRU WR FRQVLGHUDWLRQ RI KRZ WKRVH DFWLYLWLHV DUH ILQDQFH
LPSDFWHG E\ QRQ FDVK FKDUJHV DQG FKDUJHV WKDW DUH LUUHJXODL
RSHUDWLRQV ODQDJHPHQW FDOFXODWHV WKHVH DGMXVWPHQWYV FRQ
FRPSDUDELOLW)\ RI WKLV 0' $ $GMXVWHG (%,7'$ LV XVHG E\ PDQDJHPHQ!
GHEW ILQDQFH FDSLWDO H[SHQGLWXUHV DQG SURYLGH IRU GLYLGHQG
XVHG LQWHUQDOO\ WR VHW WDUJHWV IRU GHWHUPLQLQJ HPSOR\HH YD
EHOLHYHV WKDW WKLV PHDVXUH LV LQGLFDWLYH Rl KRZ WKH IXQGDPH
$GMXVWHG (%,7'$ PDUJLQ LV XVHG DV D VXSSOHPHQWDO PHDVXUH E\ L
HITLFLHQF\



7KH IROORZLQJ WDEOH UHFRQFLOHV WKH &RUSRUDWLRQVV QHW LQFR
PHDVXUH GLVFORVHG LQ WKH &RUSRUDWLRQVV ,QWHULP W.IQDH)}F IPIR@® \&' W'
HQGGBIIBUFKbh bDQG

7KUHH PRQWKY HQGHG ODUFKD
&KDQJH

1HW LQFRPH
$GMXVWPHQWYV

'"HSUHFLDWLRQ GHSOHWLRQ DQ
6KDUH EDVHG FRPSHQVDWLRQ
7UDQVDFWLRQ DQG UHODWHG FR
,QWHUHVW DFFUHWLRQ DQG ILQ
*DLQ RQ DVVHW GLYHVWLWXUHYV
2WKHU LQFRPH H[SHQVH
&XUUHQW WD[ H[SHQVH
'"HIHUUHG WD[ UHFRYHU\ H[SHQ
8QUHDOL]HG JDLQ ORVV RQ PD

LRQ

HW WUDQVDFWLRQV

$GCGMXVWHG (%,7'$

,QFOXGHG LQ FRVW RI VDOHV DQG RU * $ H{[SHQVHVY RQ WKH &RQVROLGDWHG 6WDWHPHQWYV R
,QFOXGHG LQ * $ H{SHQVHVY RQ WKH &RQVROLGDWHG 6WDWHPHQWY RI &RPSUHKHQVLYH ,QFRF
,QFOXGHVY DPRXQWY UHSRUWHG LQ UHYHQXH RQ WKH &RQVROLGDWHG 6WDWHPHQWYV RI &RPS

'LVFUHWLRQDU\ )UHH &DVK )ORZ DQG 'LVFUHWLRQDU\ )UHH &DVK )ORZ SI

'LVFUHWLRQDU\ IUHH FDVK IORZ LV GHILQHG DV IXQGV IORZ IURP R
H[SHQGLWXUHV OHDVH SD\PHQWY DQG WUDQVDFWLRQ FRVWV 7KH &RU:!
LWV FDOFXODWLRQ RI GLVFUHWLRQDU\ I[UHH FDVK IORZ WKDW DUH XQ°
GHWHUPLQLQJ GLVFUHWLRQDU\ I[UHH FDVK IORZ WUDQVDFWLRQ DQG U
RXWVLGH WKH QRUPDO FRXUVH RI EXVLQHVYV 'LVFUHWLRQDU\ IUHH FD\
GLVFUHWLRQDU\ IUHH FDVK IORZ GLYLGHG E\ EDVLF DQG GLOXWHG ZHLJ

'LVFUHWLRQDU\ IUHH FDVK IORZ DQG GLVFUHWLRQDU\ IUHH FDVK IORZ
ILQDQFLDO PHDVXUHV XQGHU ,)56 bQG PLJKW QRW EH FRPSDUDEOH WR
FRPSDQLHV

'LVFUHWLRQDU\ IUHH FDVK IORZ DQG GLVFUHWLRQDU\ IUHH FDVK IORZ ¢
DQG PDQDIJHPHQW WR DVVHVV WKH OHYHO RI FDVK IORZ JHQHUDWHG I
GLVFUHWLRQDU\ IUHH FDVK IORZ DQG GLVFUHWLRQDU\ IUHH FDVK IORZ
WKH DGHTXDF\ RI LQWHUQDOO\ JHQHUDWHG FDVK IORZ WR PDQDJH GHE
UHWXUQ FDSLWDO WR RXU VKDUHKROGHUYV

7KH IROORZLQJ WDEOH UHFRQFLOHV WKH &RUSRUDWLRQVV IXQGV IORZ |
ILQDQFLDO PHDVXUH GLVFORVHG LQ WKH &RUSRUDWLRQVV ,QWHULP )LQ
WHKMKUHH PRQVIRV AKYG HIB Q G

7KUHH PRQWKY HQGHG ODUFKD
&KDQJH

)XQGV IORZ IURP RSHUDWLRQV
$GMXVWPHQWYV

6XVWDLQLQJ FDSLWDO

/HDVH OLDELOLW\ SULQFLSDO S
7UDQVDFWLRQ DQG UHODWHG FR

'LVFUHWLRQDU\ IUHH FDVK IORZ

5HIHU WR WKH 2SHUDWLRQDO 'HILQLWLRQV VHFWLRQ RI WKLV 0' $ IRU IXUWKHU LQIRUPDWLF



5HIHU WR WKH W1RQ *$$3 DQG RWKHU VSHFLILHG ILQDQFLDO PHDVXUHVX VHFWLRQ LQ WKLV
2Q )JHEUXDU\ 6(&85( FORVHG WKH 6DOH 7TUDQVDFWLRQ WR GLYHVW WKH )DFLOLWLHV

7TRWDO 6HJPHQW 3URILW ODUJLQ

6HIJPHQW 3URILW ODUJLQ LV FDOFXODWHG DV WKH GLIIHUHQFH EHW,
GHSUHFLDWLRQ GHSOHWLRQ DQG DPRUWL]DWLRQ ODQDJHPHQW DQDO\
VHIJPHQW SURILWDELOLW\ 6HJPHQW 3URILW 0ODUJLQ LV DOVR XVHG E\
LQKHUHQW LQ WKH &RUSRUDWLRQVV EXVLQHVV DFWLYLWLHV SULRU
DPRUWL]DWLRQ DQG WR HYDOXDWH VHJPHQW FRVW FRQWURO DQG
&RUSRUDWLRQVV JURVV PDUJLQ EHLQJ WKH PRVW GLUHFWO\ FRPSI
&RUSRUDWLRQVV ,QWHULP )LQDQFLDO 6WDWHPHQWY WR WRWEROHBIQG
PRQWKYV BIQGHKD bDQG

7KUHH PRQWKY HQGHG ODUFKbD
&KDQJH

*URVY PDUJLQ
$GG

'HSUHFLDWLRQ GHSOHWLRQ DQ LRQ

7RWDO 6HIJPHQW 3URILW ODUJLQ

,QFOXGHG LQ FRVW RI VDOHVY RQ WKH &RQVROLGDWHG 6WDWHPHQWY RI &RPSUHKHQVLYH ,QF

&DSLWDO ODQDJHPHQW OHDVXUHYV

7KLV 0' $ LQFOXGHY WKH IROORZLQJ FDSLWDO PDQDJHPHQW PHDVXUHV
'RUNLQJ FDSLWDO LV FDOFXODWHG DV WKH GLIIHUHQFH EHWZHHQ FXU
OLDELOLWLHVY FXVWRPHU SUHSD\PHQWVY DQG FXUUHQW WD[ SD\DEOH

DYDLODEOH ERUURZLQJ DPRXQW XQGHU WKH &RUSRUDWLRQVYV 5HYROYL
FUHGLW IDFLOLW\ JXDUDQWHHG E\ ([SRUW 'HYHORSPHQW &DQDGD Wt
FDOFXODWHG DV WKH WRWDO RI DPRXQWV GUDZQ RQ WKH &RUSRUDWLI
RXWVWDQGLQJ RQ WKH XQVHEXUHG QRWHV OHDVH OLDELOLWLHV DC
ZRUNLQJ FDSLWDO 7RWDO 'HEW DQG /LTXLGLW\ DV SDUW Rl WKH &RU
HQVXUH DGHTXDWH VRXUFHV RI FDSLWDO DUH DYDLODEOH WR PDLQWDI
SODQQHG FDSLWDO SURJUDP IXQG GLYLGHQG SD\PHQWYV DQG KDYH VXI
WKH ORQJ WHUP 5HIHQUGVRR WRWH@YWHULP )LOQDQFLDO 6WDWHPHQWYV IRU



6XSSOHPHQWDU\ )LODQFLDO OHDVXUHV

7KLV 0'$ LQFOXGHV IXQGV IORZ IURP RSHUDWLRQV SHU EDVLF DQG G
PHDVXUH DQG LV FDOFXODWHG DV IXQGV IORZ IURP RSHUDWLRQV DV (
EDVLF DQG GLOXWHG ZHLJKWHG DYHUDJH FRPPRQ VKDUHYV

5(68/76 2) 23(5$7,216 )2B+36(0217+6 (1'0$5&+b b

,Q RUGHU WR GLVFXVV WKH IDFWRUV WKDW KDYH FDXVHG SHULRG W
&RUSRUDWLRQ KDV GLYLGHG WKH EXVLQHVV LQWRKWHHI HHR QUMHIS\R UMQ
ODUFKb b DV RXWOLQ&RUB®R UWMH WERYHL HZGG S UHRWHH R/IH & KLH) , QW H U |
J)LQDQFLDO 6WDWHPHQWV

7TRWDO 6HIJPHQW $GMXVWHG (%,7'$ HIFOXGHV FRUSRUDWH * $ H[SHQVHYV
PDQDJHPHQW UHYLHZV HDFK VHJPHQWVV HDUQLQJV EHIRUH WKHVH
SHUIRUPDQFH

1RQ *$$3 ILQDQFLDO PHDVXUH 5HIHU WR WKH W1RQ *$$3 DQG RWKHU VSHFLILHG ILQDQFLDO
7ZR 2LOILHOG 6HUYLFHV EXVLQHVVHYV ZHUH GLYHVWHG LQ $V D UHVXOW WKH 2LOILHOG



7KH WDEOHV EHORZ RXWOLQH WKH UH WXIOWAH EPRIQHVSERWKDE B § BIJPHQW

:DVWH
7TKUHH PRQWKY HQGHG ODUFKH ODQDJHPHQW &RUSRUDWHT7R

S5HYHQXH H[FOXGLQJ RLO SXUH
2LO SXUFKDVH DQG UHVDOH

7TRWDO UHYHQXH
&RVW RI VDOHV H[FOXGLQJ L

6HIJPHQW SURILW PDUJLQ
* $ H[SHQVHVY H[FOXGLQJ LWHF
'HSUHFLDWLRQ GHSOHWLRQ D
6KDUH EDVHG FRPSHQVDWLRQ
7UDQVDFWLRQ DQG UHODWHG
,QWHUHVW DFFUHWLRQ DQG I
2WKHU LQFRPH

,QFRPH ORVV EHIRUH WD]|

DV (QH
7KUHH PRQWKY HQGHG ODUFKb b0DQDJ ,QIUDV &RUSRUDWH7RWDO

5HYHQXH H[FOXGLQJ RLO SXUFKDVH DQG UHVDOH
2LO SXUFKDVH DQG UHVDOH

7RWDO UHYHQXH

&RVW Rl VDOHV H[FOXGLQJ LWHPV OLVWHG VHSDUDWHO\ EHORZ
6HJPHQW SURILW PDUJLQ

* $ HISSHQVHV H[FOXGLQJ LWHPV OLVWHG VHSDUDWHO\ EHORZ
'"HSUHFLDWLRQ GHSOHWLRQ DQG DPRUWL]DWLRQ

6KDUH EDVHG FRPSHQVDWLRQ

,QWHUHVW DFFUHWLRQ DQG ILQDQFH FRVWYV

*DLQ RQ DVVHW GLYHVWLWXUH

2WKHU H[SHQVH

QFRPH EHIRUH WD]

'"HSUHFLDWLRQ GHSOHWLRQ DQG DPRUWL]DWLRQ KDYH E
&RQVROLGDWHG 6WDWHPHQWY RI &RPSUHKHQVLYH , FRPH EDV

:$67( 0$1$*(0(17 6(*0(17

6(&85( RSHUDWHYV D IXO0O\ LQOWHJUDWHG QHWZRUN RI ZDVWH SURFHVVLC
obQGILOOV ZDVWH WUDQVIHU VWDWLRQV DQG ILHOG LOQGXVWULDO VF
"HVWHUQ &DQDGD DQG 1RUWK 'DNRWD G6HUYLFHV LQFOXGH SURGXFHG I
KD]DUGRXV ZDVWH FROOHFWLRQ SURFHVVLQJ DQG WUDQVIHU DQG WUHI

7KH &RUSRUDWLRQ DOVR PDQDJHV IHUURXV DQG QRQ IHUURXV PHWDO\
FRPPHUFLDO FXVWRPHUV LQ :HVWHUQ &DQDGD WKURXJK RXU QHWZRUN
SURMHFW PDQDJHPHQW VHUYLFHV 6(&85( FROOHFWV SURFHVVHV DQ
PDQXIDFWXULQJ

6(&85( DOVR GHYHORSY WHFKQRORJLHVY WKDW VHUYH DV WKH ILUVW Ol
VSHFLDOW\ FKHPLFDO VROXWLRQV WKDW RSWLPL]H RSHUDWLRQV DQG L«

TKURXJK WKLV LQIUDVWUXFWXUH QHWZRUN WKH &RUSRUDWLRQ FDUULL
UHFRYHU\ UHF\FOLQJ DQG GLVSRVDO RI ZDVWH VWUHDPY JHQHUDWHG E



7KH WDEOH EHORZ RXWOLQHV WKH RSHUDWLRQDO DQG ILQDQRVLIDWHHH V>
PRQWKYV BIDGAKDH bDQG

7KUHH PRQWKY HQGHG ODUFKbD
&KDQJH

9ROXPHYV

SURGXFHG ZDWHU LQ vV P
:DVWH SURFHVVLQJ LQ vV P
2LO UHFRYHU\ LQ vV P
,QGXVWULDO ODQGILOO LQ \%

:DVWH ODQDJHPHQW 5HYHQXH

&RVW RI 6DOHYV
&RVW RI VDOHV H[FOXGLQJ LWHP
'HSUHFLDWLRQ GHSOHWLRQ DQ

ORZ
LRQ

:DVWH ODQDJHPHQW &RVW RI 6DO

*$ HISHQVH LQFOXGLQJ GHSUHF LQ FRVW RI VDOHYV

6HIPHQW LQFRPH EHIRUH WD]

9ROXPHYV

JRU WKKHIHH PRQWIKODW HKOGHB SURGXFHG ZDWHU ZDVWH SURFHVVLQJ RL
ObDQGILOO YROXPHY GHFUHDVHG FRPSDUHG WR WKH VDPH SHULRG LQ
GLYHVWLWXUH RI ZDVWH SURFHVVLQJ IDFLOLWLHY DQG LQGXVWULDO
UHSRUWHG IRU WKH WKUHH PRQWKY HQGHG ODUFKDb b LOQFOXGH FR
6DOH 7TUDQVDFWLRQ ZDV FRPSOHWHG RQ )HEUXDU\b b $V D UHVXOW
bPWUHDWPHQW UHFRYHU\ DQG GLVSRVDO IDFLOLWLHYVY VL[ ODQGILOOV
IRUPHUO\ RZQHG E\ 7THUYLWD DQG DOO ZLWKLQ WKH :DVWH ODQDJHPHQW

JLQDQFLDO 5HVXOWYV
5HYHQXH IURP WKH :DVWH ODQDJHPHQRW WKHIR H QW R Q ANDRKIG H 6

FRPSDUHG WR WKH VDPH SHULRG LQ 7KH LQFUHDVH ZDV SULPDULO\
WKH (GPRQWRQ PHWDOV UHF\FOLQJ RSHUDWLRQV RQ -DQXDU\ SU|
RI DQG KLJKHU VSHFLDOW\ FKHPLFDOV UHYHQXH UHVXOWLQJ IUR]

VHUYLFHYV 7KLV JURZWK ZDV SDUWLDOO\ RIIVHW E\ UHGXFHG DFWLYLW
H[WUHPH FROG ZHDWKHU FRQGLWLRQV DV ZHOO DV UHYHQXH GHFOLQH\

'XULQJ WKWHH PRQWEBNURRIBH® FRVW RI VDOHV H[FOXGLQJ GHSUHFLI
DPRUWL]DWLRQ LQ@RHHOQMHGDVH ZDV SULPDULO\ GULYHQ E\ RSHUDWLQJ
(GPRQWRQ PHWDOV UHF\FOLQJ RSHUDWLRQV DQG LQFUHDVHG DFWLYL
LQFUHDVHV PRUH WKDQ RIIVHW WKH UHGXFWLRQ LQ FRVW RI VDOHV UHC

*$ H[SHQVHV LQ WKH ILUVW TXDUWRIWORLRQ LQ MK VIHGVEB\ TXDUWHU RI
VDPH SHULRG LQ 7KH LQFUHDVH ZDV SULPDULO\ GXH WR KLJKHU Z
DGMXVWPHQWY PDGH LQ WKH VHFRQG TXDUWHU RI Dv ZHOO DV D
DFFRXQWYV LQ FRUUHODWLRQ ZLWK KLIJKHU UHYHQXHV

"XULQJIWWKIHHHH PRQWIOW HKDOGHIE WKH :DVWH ODQDJHPHQW VHIJPHQW V SUH
E\ FRPSDUHG WR WKH VDPH SHULRG LQ 7KH GHFOLQH ZDV SULPDL
*$ H{SHQVHVY PRUH WKDQ RIIVHWWLQJ WKH LQFUHDVH LQ UHYHQXHV IUR



(1(5*< ,1)5$6758&785( 6(*0(17

7KH (QHUJ\ ,QIUDVWUXFWXUH VHIPHQW KDV WZR VHSDUDWH EXVLQHVYV ¢
UHVDOH

(QHUJ\ ,QIUDVWUXFWXUH

6(&85(VV HQHUJ\ LQIUDVWUXFWXUH LQFOXGHY D QHWZRUN Rl FUXGH R
IDFLOLWLHYV 7KURXJK WKLV LQIUDVWUXFWXUH QHWZRUN WKH &RUSRL
WHUPLQDOOLQJ DQG VWRUDJH RI FUXGH RLO

2LO 3XUFKDVH DQG 5HVDOH

6(&85(VV RLO SXUFKDVH DQG UHVDOH HQKDQFHV WKH VHUYLFH RIIHU
WHUPLQDOOLQJ DQG PDUNHWLQJ %\ RITHULQJ WKLV VHUYLFH 6(&85(VV
KDQGOLQJ RI WKHLU FUXGH RLO WR WKH SLSHOLQH $W WKH &RUSRUDW
DQG SXUFKDVHV WKH FUXGH RLO GLUHFWO\ IURP FXVWRPHUV 7KH &F
VKLSPHQW RI FUXGH RLO WKURXJK LWV RZQ RU WKLUG SDUW\ SLSHOL
UHYHQXHVY UHODWHG WR SURGXFW SXUFKDVHV DQG UHVDOH DW WKH
UHFRUGHG DV RLO SXUFKDVH DQG UHVDOH RQ D JURVV EDVLV 7KH &RU.
WDNH DGYDQWDJH RI FKDQJLQJ PDUNHW SULFHV DQG SULFH GLITHUHQWI

7KH WDEOH EHORZ RXWOLQHV DYHUDJH EHQFKPDUN SULFHV RSHUDYV
,QIUDVWUXFWXUH WK UPHQRR QRAR W KKDG HED Q G

7KUHH PRQWKY HQGHG ODUFKbD
&KDQJH

7, 86 EEO

&6 DYHUDJH GLIITHUHQWLDO 86
$YHUDJH H[FKDQJH UDWH &$%$' 86"
&DQDGLDQ /LIKW 6ZHHW EEO

&UXGH RLO WHUPLQDOOLQJ DQG

ROXPHV LQ vV P

5HYHQXH H[FOXGLQJ RLO SXUFK VDOH

2LO SXUFKDVH DQG UHVDOH

(QHUJ\ ,QIUDVWUXFWXUH 5HYHQX

&RVW RI 6DOHYV
&RVW RI VDOHV H[FOXGLQJ LWHP
'"HSUHFLDWLRQ DQG DPRUWL]DW
2LO SXUFKDVH DQG UHVDOH

ORZ

(QHUJ\ ,QIUDVWUXFWXUH &RVW R
* $ H[SHQVH
6HJPHQW LQFRPH EHIRUH WD]

9ROXPHYV

&UXGH RLO SLSHOLQH DQG WHUPLQDORW QN KHR WX PHW IPERIUAMKDNY HHE) EN G
FRPSDUHG WR WKH VDPH SHULRG LQ 7KH LQFUHDVH SULPDULO\ UF
&OHDUZDWHU KHDY\ RLO WHUPLQDO H[SDQVLRQ LQ WKH WKLUG TXDUWH!



JLQDQFLDO 5HVXOWV

,Q WKWKUHH PRQWEKNUHIQKGH® UHYHQXH H[FOXGLQJ RLO SXUFKDVH DQC

bPLOOLRQ FRPSDUHG WR WKH ILUVW TXDUWHU RI 7KH GHFOLQH ZI
WKH 6DOH 7UDQVDFWLRQ DQG UHGXFHG DUELWUDJH RSSRUWXQLWLHYV
GLVFXVVLRQ EHORZ 7KHVH LPSDFWV ZHUH SDUWLDOO\ RIIVHW E\ KLJKH
H[SDQVLRQ LQ WKH WKLUG TXDUWHU RI

2LO SXUFKDVH DQG UHVDOH IBHYWRKMHHS AR QMWIONHARKDODG HIE FRPSDUHG WR W
VDPH SHULRG LQ ZKHQ 6(&85( EHQHILWHG IURP RSSRUWXQLWLHV W
SDUW\ SLSHOLQHY DV ZHOO DV KROG RLO LQYHQWRU\ LQ VWRUDJH FDS
GLITHUHQWLDOV ,Q FRQWUDVW [IHZHU VXFK RSSRUWXQLWLHY ZHUH DYI
UHYHQXH IURP WKHVH DFWLYLWLHV

&RVW Rl VDOHV H[FOXGLQJ GHSUHFLDWLRQ DPRUWL]DWIPR@ ODIRQRRU ¥
WKUHH PRQWKDVUHKRQWKGH® FRPSDUHG WRFRREDUDWLYH SHULRG SULPDUL
WUDQVSRUWDWLRQ FRVWY LQ OLQH ZLWK UHGXFHG RLO SXUFKDVH DQG

2SHUDWLQJ GHSUHFLDWLRQ H[SHQVH LQFOXGHG LQ FRVW RI VDOHYV

VHIPHQWVY RLO SLSHOLQHV WHUPLQDOV DQG VWRWIFXD | Di- RGHW DMM Q)F
GHSUHFLDWLRQ LQAWHIWHG FRRPSDUHG WR WKH FRUUHVSRQGLQJ SHULR
GHSUHFLDWLRQ H[SHQVH DVVRFLDWHG ZLWK FDSLWDO LQYHVWPHQWYV L(

$V D UHVXOW RI WKH DERYH LQFRPH EHIRUH WD[ IRU WKH HIQHQLIR QQIIRJUD \
WKUHH PRQWRVAAKPGHEGEGFRPSDUHG WR WKH ILUVW TXDUWHU RI

&25325%$7( ,1&20( $1' (;3(16(6

7KUHH PRQWKY HQGHG ODUFKD
&KDQJH

*$ HISHQVHVY H[FOXGLQJ LWHPV (
'"HSUHFLDWLRQ DQG DPRUWL]DWL
6KDUH EDVHG FRPSHQVDWLRQ H[S

7TRWDO &RUSRUDWH * $ H{SHQVHV

7UDQVDFWLRQ DQG UHODWHG FR
,QWHUHVW DQG ILQDQFH FRVWYV
*DLQ RQ DVVHW GLYHVWLWXUH
2WKHU H[SHQVH LQFRPH
,QFRPH WD[ H[SHQVH

,QFOXGHG LQ WRWDO &RUSRUDWH *$ H[SHQVHV DUH DOO SXEOLF F
DGPLQLVWUDWLYH FRVWY UHODWLQJ WR FRUSRUDWH HPSOR\HHV DQG R
EXVLQHVV XQLWY DQG VKDUH EDVHG FRPSHQVDWLRQ IRU DOO HPSOR\H]I

6KDUH EDVHG FRPSHQVDWLRQ H[PHQ®HR®HFRIH MWKHS VEKOWDHIHF KFOR QW KV HQ
FRPSDUHG WR WKH VDPH SHULRG LQ 7KH GHFUHDVH ZDV SULPDULO
OLDELOLW\ DVVRFLDWHG ZLWK WKH GHIHUUHG VKDUH XQLW SODQ ZKLF
IDLU YDOXH UHVXOWHG LQ D UHFRYHU\ Rl SUHYLRXVO\ UHFRJQL]HG H[S}
WKH ILUVW TXDUWHU RI DQ H[SHQVH ZDV UHFRJQL]JHG GXH WR DQ LQ

JRU WWKKHUHH PR QWOKOW FHKWGHB WKH &RUSRUDW bbAPQ CLALFRX® WKGWUDQVDFWLF
FRVWV SULPDULO\ DVVRFLDWHG ZLWK OHJDO DQG DGYLVRU\ IHHV DQG
WKH (GPRQWRQ PHWDO UHF\FOLQJ EXVLQHVV

,Q WKH ILUVW TXDUWHU RI WKH &RUSRUDWLRQ UHDOL]JHG D JDLQ |
bPLOOLRQ RI DGYLVRU\ DQG OHJDO IHHV VHYHUDQFH DQG UHVWUXFW.

,QWHUHVW DQG ILQDQFH FRMNMVWKHHH PRIQGOENW HKIGHBFRPSDUHG WR W
VDPH SHULRG LQ 7KLV UHGXFWLRQ ZDV SULPDULO\ GXH WR WKH UH¢



WKH XQVHFXUHG QRWHYV GXULQJ WKH ILUVW TXDUWHU RI DQG W
ORZHU LOQOWHUHVW UDWH ,QWHUHVW FRVWVY ZHUH IXUWKHU UHGXFHG E
J)DFLOLW\ LQ WKH ILUVW TXDUWHU RI FRPSDUHG WR WKH ILUVW TXDU

,Q WKH ILUVW TXDUWHU RI WKH &RUSRUDWLRQ UHFRJQL]HG D PL(
UHGHPSWLRQ RI WKH XQVHFXUHG QRWHYV

JRU WKHHH PRQWKWHKIGHBE WKH &RUSRUDWLRQVYVY LQFRPHOMLRAI[S)HRQV Y
VDPH SHULRG LQ LQFRPH WPLGOGIQOIRQ@VHBUDRDULO\ GXH WR KLIJKHU W
I[URP WKH JDLQ UHFRJQL]HG RQ WKH 6DOH 7UDQVDFWLRQ

6800$5< 2) 48$57(5/< 5(68/76
6HDVRQDOLW\

,Q :HVWHUQ &DQDGD WKH OHYHO RI DFWLYLW\ LV LQIOXHQFHG E\ VHDV
WKH VSULQJ WKH ZLQWHUVYV IURVW WKDZV FRPPRQO\ UHIHUUHG WR D
URDGVY LQFDSDEOH RI VXSSRUWLQJ KHDY\ ORDGV $V D UHVXOW UF
WUDQVSRUWDWLRQ RI KHDY\ ORDGV LQ FHUWDLQ DUHDV 7KLV OLPLYV
WUDQVSRUWDWLRQ RI KHDY\ ZDVWH ORDGV LV UHVWULFWHG OHDGLQJ
Rl zDVWH GHOLYHUHG WR 6(&85(VV IDFLOLWLHY 7KH VHFRQG TXDUWH!
EUHDN XS $GGLWLRQDOO\ RSHUDWLRQV GXULQJ WKH IRXUWK TXDUWt!
VKXWGRZQV VORZ QHZ \HDU VWDUW XSV DQG H[WUHPH ZLQWHU ZHDWt
VQRZIDOO 7KHVH IDFWRUV FROQWULEXWH WR UHGXFHG DFWLYLW\ OHYHC
FHUWDLQ UHJLRQV

$FFRUGLQJO\ ZKLOH WKH &RUSRUDWLRQVV IDFLOLWLHYVY UHPDLQ RSHQ
ZLOQWHU UHODWHG VORZGRZQV UHGXFH ZDVWH YROXPHY UHFHLYHG DQC
WA\SLFDOO\ OHDG WR TXDUWHUO\ IOXFWXDWLRQV LQ RSHUDWLQJ UHVXO
FRQVLGHUHG LQ DQ\ TXDUWHU RYHU TXDUWHU DQDO\VLV RI SHUIRUPDQF

7KH WDEOH EHORZ VXPPDUL]HV XQDXGLWHG FRQVROLGDWHG TXDUWHUC
FRPSOHWHG ILVFDO TXDUWHUV

PLOOLRQV H[FHSW DQ& SHU ¥KDUH 4S5DWD 4 4 4 4

5HYHQXH H[FOXGLQJ
2LO SXUFKDVH DQG U

UFKDVH DQG YUHVDOH

7TRWDO UHYHQXH
1HW LQFRPH
3HU VKDUH EDVLF
3HU VKDUH GLOXW
"HLIKWHG DYHUDJH V
"HLIKWHG DYHUDJH V
$GMXVWHG (%,7'$

EDVLH
GLOXWHG

1RQ *$$3 ILQDQFLDO PHDVXUH 5HIHU WR WKH 1RQ *$$3 DQG RWKHU VSHFLILHG ILQDQFLDO |
4XDUWHUO\ 5HYLHZ 6 XPPDU\

$V VKRZQ DERYH TXDUWHUO\ SHUIRUPDQFH LV LQIOXHQFHG E\ VHDVRQ
DFWLYLW\ DORQJ ZLWK 6(&85(VV KLVWRULFDO JURZWK DFTXLVLWLRQYV
TXDUWHUO\ UHVXOWYV

'XULQJ WKH VHFRQG TXDUWHU RI WKH &RUSRUDWLRQ ZDV LPSDFYV
RFFXUUHG LQ 0D\ UHVXOWLQJ LQ WHPSRUDU\ IDFLOLW\ FORVXUHYV
DFWLYLW\ [ URP HYDFXDWLRQV LQ FHUWDLQ DUHDYVY DQG UHGXFHG UHYH
LQ DIIHFWHG DUHDVY DQG WRRN SUHFDXWLRQDU\ PHDVXUHYV

'XULQJ WKH IRXUWK TXDUWHU RI WKH &RUSRUDWLRQ H[SHULHQFH
HQKDQFHG DFWLYLW\ DFURVY DOO EXVLQHVYV XQLWV ZLWKLQ WKH :DVW



VHIPHQW 7KLV LQFUHDVH LQ DFWLYLW\ ZDV VSXUUHG E\ KLJKHU JURZ)\
GXULQJ WKH \HDU .H\ FRQWULEXWRUV WR WKH &RUSRUDWLRQ V LPSU
DFURVYV RXU QHWZRUN LQ :HVWHUQ &DQDGD WKH FRPSOHWLRQ RI WKH

LQIUDVWUXFWXUH LQ WKH WKLUG TXDUWHU RI WKH H[SDQVLRQ RI D
LQ HTXLSPHQW IRU PHWDO UHF\FOLQJ
7KH GLYHVWLWXUH RI IDFLOLWLHYV LQ WKH ILUVW TXDUWHU RI KD (

DQG ILQDQFLDO UHVXOWV &RQVHTXHQWO\ ERWK UHYHQXHV DQG HJ
H[SHULHQFHG D GHFOLQH GXH WR WKLV GLYHVWLWXUH $V D UHVXOW I
JDLQ RI bPLOOLRQ LQ WKH ILUVW TXDUWHU RI

'XULQJ WKH WKLUG TXDUWHU RI WKH &RUSRUDWLRQ UHFRUGHG DQ |
WR UHYLVLRQV LQ WKH XQGHUO\LQJ DVVXPSWLRQV ZLWK UHVSHFW WR
FRQWULEXWHG WR DQ LQFUHDVH LQ QHW LQFRPH

'XULQJ WKH IRXUWK TXDUWHU RI UHYHQXHY DQG QHW LQFRPH ZHUFE
ZLWK WKH LPSDFWV RI WKH 6DOH 7UDQVDFWLRQ GXULQJ WKH ILUVW TXD
'XULQJ WKH ILUVW TXDUWHU RI KLIKHU UHYHQXHYV ZHUH GULYHQ

(GPRQWRQ PHWDOV UHF\FOLQJ IDFLOLWLHY DQG JURZWK LQ VSHFLDOW\
/,48,",7< $1' &$3,7%/ 5(6285&(6

7KH &4RUSRUDWLRQVYVY REMHFWLYH LQ FDSLWDO PDQDJHPHQW LV WR HC
FDUU\ RXW LWV SODQQHG FDSLWDO SURJUDP ZKLOH PDLQWDLQLQJ RSHL
EX\EDFNV DQG HQVXULQJ VWDEOH FDVK IORZ WR VXVWDLQ WKH EXVLQH

ODQDJHPHQW FRQVLGHUV FDSLWDO WR EH WKH &RUSRUDWLRQVYVY ZRUNI
DQG DFFUXHG OLDELOLWLHV FXVWRPHU SUHSD\PHQWY DQG FXUUHQ\
ERUURZLQJY 5HYROYLQJ &UHGLW )DFLOLW\ DQG XQVHFXUHG QRWHYV

7KH &RUSRUDWLRQVYVY RYHUDOO FDSLWDO PDQDJHPHQW VWUDWHJI\ UHP
FRQWUROV LWV FDSLWDO VWUXFWXUH WKURXJK GHWDLOHG IRUHFDVWL
SURFHVVHV RYHU PRQLWRULQJ SODQQHG FDSLWDO DQG RSHUDWLQJ HI:
&RUSRUDWLRQVYVY UHVXOWY DQG DSSURYLQJ FDSLWDO VSHQGLQJ OLPLW)

7KH NH\ PHDVXUHV WKDW PDQDJHPHQW XVHV WR PRQLWRU LWV FDSLW
FRPSDUHG WR DXWKRUL]JHG OLPLWYV $GMXVWHG (%,7'$ RQ DOO RI LWV
FRYHQDQW UDWLRYV DV GHILQHG LQ WKH &&4RUSRUDWLRQVY OHQGLQJ DJU

'"HEW %Y RUURZLQJV
7KH &RUSRUDWLRQVY GHEWFEBRUWRROYILW UM D WI

a 7KH 5HYROYLQJ &UHGLW )DFLOLW\ DQ PLOOLRQ WKUHH \HDU |
LQVWLWXWLRQV 7KH 5HYROYLQJ &UHGLW )DFLOLW\ ZDV UHQHZH(
0D\b b 7KH WRWDO DPBRUYPKb GWEZDY DWLOOLRQ $00 DPRXQWV
XQGHU WKH 5HYROYLQJ &UHGLW )DFLOLW\ DUH VHFXUHG E\ VXEVWEL
E\ WKH &RUSRUDWLRQ

a 7KH XQVHFXUHG QRWHV FROQYVLFDQIWRHIDWH SULQFLSDO DPRX
QRWHY GXH ODUFK

a $ WRWDObRLOOLRQ RI OHWWHUV RI FUHGLW LVVXHG DJDLQVW WKH !

)DFLOLW\
$PRXQWV ERUURZHG XQGHU WKH 5HYROYLQJ &UHGLW )DFLOLW\ EHDU L
&DQDGLDQ SULPH UDWH RU 86 %DVH 5DWH SOXV W R RU &DQ

W&255%$X UDWH RU 6HFXUHG 2YHUQLJKW )LQDQFLQJ 5DWH W62)5X UDYV
FDVH RQ WKH UDWLR RI 7TRWDO 'HEW WR (%,7'$ DV GHILQHG LQ WKH 5HY



,QWHUHVW SD\PHQWV RQ WKH XQVHFXUHG QRWHV RFFXU LQ ODUFK
7KHVH SD\PHQWV KDYH KLVWRULFDOO\ OHG WR ORZHU GLVFUHWLRQDU\

&UHGLW 5DWLQJV

7KH &RUSRUDWLRQVY FUHGLW UDWLQJV LVVXHG E\ 6 3 *OREDO 5DWLQ.
LQFUHDVHG WUDQVSDUHQF\ DQG FRPSDUDELOLW\ IRU GHEW LQYHVWR
&RUSRUDWLRQVYV FUHGLW UDWLQJV ZHU K DWUFKKD QRUIHGH LMVWR B OXDW W H U

6 3 )LW
&RUSRUDWH 5DWLQJ % % %
XQVHFXUHG QRWHYV % % % %

7KHUH LV QR DVVXUDQFH WKDW DQ\ UDWLQJ ZLOO UHPDLQ LQ HIIHFW IR
EH UHYLVHG RU ZLWKGUDZQ HQWLUHO\ E\ D UDWLQJ DJHQF\ LQ WKH IXW
'RZQJUDGHV LQ 6(&85(VV FUHGLW UDWLQJ FRXOG DGYHUVHO\ DIIHFW
FRQGLWLRQ RSHUDWLQJ UHVXOWYV DQG VKDUH DQG GHEW SULFHV &UF
KROG RU VHOO VHFXULWLHYV DQG GR QRW DGGUHVV WKH PDUNHW SULF
LQYHVWRU B5HIHU WRHWHRMW BR/Q RHQ WIL\WDSIGWW R 6@ WKW X ) HI R U5 D WPLRQUIY
GLVFXVVLRQ RI FUHGLW UDWLQJY DQG WKHLU LPSDFW RQ WKH &RUSRUD

5HYROYLQJ &UHGLW )DFLOLW\ &RYHQDQWYV

$VWDUFKDbD b WKH &RUSRUDWLRQ ZDV LQ FRPSOLDQFH ZLWK DOO ILQDQF
&UHGLW )DFLOLW\

7KH IROORZLQJ WDEOH RXWOLQHV 6(&85(VV FRYHQDQW UDWLRYV FDOF
)DFLOLOMWUMPW bDQBHBFHPEHUD b

&RY (IblVASN g 'HFHPEHUb &KDQJH
6HQLRU '"HEW WR (%,7'$ QRW WR
7TRWDO '"HEW WR (%,7'$ QRW WR

, QWHUHVW FRYHUDJH QRW WR E D Q

,VVXHG FDSLWDO

,VVXHG FDSLWPBIOO R LOFDQ) FOKt bGHFUHDVHG IBRPOLRRHPWHUDb bZLWK
FRPPRQ VKDUHVY UHSXUFKDVHG DQG FDQFHOOHG LQ WKH TXDUWHU

2Q '"HFHPEHU WKH &RUSRUDWLRQ UBRBWZXBQW KW RS WHKYHL RIXINQ H & HC
&RUSRUDWLRQ LV DXWKRUL]JHG WR SXUFKDVH DQG FDQFHO XS WR D P
&RUSRUDWLRQ UHSUHVHQWLQJ DSSUR[LPDWHO\ RI WKH &RUSRUDWLRC
RU RI WKH &RUSRUDWLRQVY SXEOLF IORDW 7KH 1&,% ZLOO WHUPLQD
WKH PD[LPXP QXPEHU RI FRPPRQ VKDUHV DUH SXUFKDVHG SXUVXDQW
WHUPLQDWHG DW WKH &RUSRUDWLRQVV HOHFWLRQ

7KH WDEOH EHORZ VXPPDUL]JHV WKH SXU¥KDNH W K Q BOHW MKBE HIBD,QGI R U \

7TKUHH PRQWKY HQGHG ODUFKD

&KDQJH
6KDUHV UHSXUFKDVHG DQG FDQFHOO 1&,%
3ULFH SHU VKDUH
7RWDO FRQVLGHUDWLRQ
2Q $SULO WKH &RUSRUDWLRQ DQQRXQFHG LWV LQWHQWLRQ WR F
WR SXUFKDVH XS WR PLOOLRQ RI LWV RXWVWDQGLQJ FRPPRQ VKDUH
EHHQ PDGH IRU DSSUR[LPDWHO\ RI WKH WRWDO QXPEHU RI LVVXH

$SULODb b LIl WKH SXUFKDVH SULFH LV GHWHUPLQHG WR EH ZKL



XQGHU WKH 2I1IHU DQG DSSUR[LPDWHO\ RI WKH WRWDO QXPEHU RI 1
$SULO LI WKH SXUFKDVH SULFH LV GHWHUPLQHG WR EH ZKL
XQGHU WKH 21IHU 7KH 21IHU LV EHLQJ FRQGXFWHG E\ ZD\ RI D WPRGLIL
6KDUHKROGHUV WR SDUWLFLSDWH YLD D SURSRUWLRQDWH WHQGHU 7K
LWV WHUPV DQG FRQGLWLRQV ZLOO UHPDLQ RSHQ IRU DFFHSWDQFH XQ

/[LTXLGLW\ 5LVN

/LTXLGLW\ ULVN LV WKH ULVN WKDW WKH &RUSRUDWLRQ ZLOO QRW EH D
7KH &RUSRUDWLRQ PDQDJHV LWV OLTXLGLW\ ULVN WKURXJK FDVK DQG
WKH &RUSRUDWLRQVYV OLTXLGLW\ UHIOHFWV HVWLPDWHY DVVXPSWLRQ\

7KH &RUSRUDWLRQVYV FXVWRPHUV DUH LPSDFWHG E\ IOXFWXDWLRQV L
DITHFWLQJ GULOOLQJ DQG FRPSOHWLRQ DFWLYLW\ +RZHYHU 6(&85(V
SURGXFWLRQ YROXPHV ZKLFK DUH UHFXUULQJ ,Q DGGLWLRQ D SRUWLF
RU IHH IRU VHUYLFH FRQWUDFWYVY WKDW DUH H[SHFWHG WR SURYLGH D G

,Q WKH WKUHH PRDWHW HPGCGW&H &RUSRUDWLRQ GHFODUHG D TXDUWH
FRPPRQ VKDUH 7KH GHFLVLRQ ZKHWKHU RU QRW WR SD\ GLYLGHQGYV DC
WR WKH VROH GLVFUHWLRQ RI WKH %RDUG ZKLFK UHJXODUO\ HYDOXDW

6(&85( EHOLHYHVY WKH VKDULQJ RI H[FHVV FDVK IORZV ZLWK VKDUHKRO
PDQDJHPHQW DQG WKH %YRDUG ZLOO FRQWLQXH WR PRQLWRU WKH &RUS
$GMXVWHG (%,7'$ GHEW FDSLWDO H[SHQGLWXUHV DQG RWKHU LQYHVW
ZHOO DV H[SHFWHG LQWHUHVW OHDVH WD[ DQG WUDQVDFWLRQ FRVW)
FDSLWDO DV EXVLQHVV FRQGLWLRQV ZDUUDQW

7R PHHW ILQDQFLDO REOLJDWLRQV WKH &RUSRUDWLRQ PD\ DGMXVW W
&UHGLW )DFLOLW\ XS WR WKH FRYHQDQW UHVWULFWLRQV GLYHVW DVV}
7KH GHFODUDWLRQ DQG SD\PHQW RI GLYLGHQGV LV DW WKH GLVFUHWLR
WKLQJV ILQDQFLDO SHUIRUPDQFH FRPSOLDQFH ZLWK GHEW FRYHQDQV
VBLVN )DFMRWKH $,) :KLOH WKH &RUSRUDWLRQ KDV KDG VXFFHVV LQ R
FDSLWDO PD\ EH PRUH GLIILFXOW LQ WKH IXWXUH GHSHQGLQJ RQ WKH }
VBFFHVV WR &DSLWDO DQG )LQDQFLQ IV KAAMMLHEQWRE N HRM{BINDR QR QRA W K H

$V MWUFKb b WKH &RUSRUDWPRQOKR® LQ /LTXLGLWP IFRMLAY W QQ F DRIK

bPLOOLRQ LQ DYDLODEOH ERUURZLQJ FDSDFLW\ RQ LWV 5HYROYLQJ
WR FRYHQDQW UHVWULFWLRQV 5HIHU WR 1RWH RI WKH $QQXDO )LQEC
WKH &RUSRUDWLRQVYROH RLGUKW WDWHNUDBGLQDQFLDO 6WDWHPHQWYV IR
FRQWUDFWXDO REOLJDWLRIDWBPKIG FiRDKLIFKIB@MHWY DWH LQFRUSRUDWH
WKLV 0' $ DQG DYDLODIZOH R& GHI$HOQEBNREQ WKH &R U S RAVIWI REDVVH ZHE V L

7KH IROORZLQJ SURYLGHV D VXPPDU\ DQG FRPSDULVRQ Rl WKH &RUSRU
IORZV | RUK WHKH P R Q WOKOW FHIQWG HBD Q G

1HW &DVK )ORZV IURP 2SHUDWLQJ $FWLYLWLHV

7TKUHH PRQWKY HQGHG ODUFKD

&KDQJH
1HW FDVK IORZV IURP RSHUDWLQ HV

'XULQJ WKWIHHH PRQWEKNUHRRGH® QHW FDVK IORZV IURP RSHUDWLQJ DF
bPLOOLRQ FRPSDUHG WR WKH VDPH SHULRG LQ )XQGV IORZ IURP
SULPDULO\ GXH WR UHGXFHG RSHUDWLQJ SURILW UHVXOWLQJ IURP !
+RZHYHU WKLV GHFUHDVH ZDV PRUH WKDQ RIIVHW E\ IDYRUDEOH FKDQJ
FRPSDUDWLYH SHULRG QRQ FDVK ZRUNLQJ FDSLWDO Z7ZDV LPSDFWHG E
DFFRXQWYVY SD\DEOH DFFRXQWV UHFHLYDEOH DQG LQYHQWRU\ GULYHQ
ZLWKLQ WKH (QHUJ\ ,QIUDYWEXWWRQBOWHIPHQWKH ILUVW TXDUWHU



PLOOLRQ FODVVLILHG DV UHVWULFWHG FDVK KHOG LQ D PDUJLQ V
RLO LQYHQWRU\ SRVLWLRQ DQG UHODWHG ILQDQFLDO LQVWUXPHQW Y\

,QYHVWLQJ $FWLYLWLHYV

2Q -DQXDU\ 6(&85( FRPSOHWHG WKH DFTXLVLWLRQ RI D PHWEL
(GPRQWRQ $OEHUWD IRU D WRWDO SXUFKDVH SULFH RI PLOOLRQ L
6(&85( DFTXLUHG FDVK LQYHQWRU\ SURSHUW\ SODQW DQG HTXLSPHC
FRPSDQ\ 7KLV DFTXLVLWLRQ H[SDQGV 6(&85(VV VFUDS PHWDO SURFHYV
UHJLRQV

'XULQJ WKH ILUVW TXDUWHU RI WKH &RUSRUDWLRQ UHFHLYHG FL
7UDQVDFWLRQ

7KH &RUSRUDWLRQVYV WRWDO FDSLWPDBPL 8 PEHREGC L RBMKMH U QRRIPFSIDWHHG BN R
WKH FRUUHVSRQGLQJ SHULRG LQ WKH SUHYLRXV \HDU ODUJHO\ GXH W
FDSLWDO SURMHFWYV

7KUHH PRQWKY HQGHG ODUFKbD
&KDQJH

&DSLWDO H[SHQGLWXUHYV
*URZWK FDSLWDO H[SHQGLWXU
6XVWDLQLQJ FDSLWDO H[SHQG

7TRWDO FDSLWDO H[SHQGLWXUH

5HIHU WR WKH 2SHUDWLRQDO GHILQLWLRQV VHFWLRQ RI WKLV 0' $ IRU IXUWKHU LQIRUPDWIL

*URZWK FDSLWDO H[SHQ®L®WEURMW KRRNMD IR G V0OV FKHG HIE, QYHVWPHQWYV Z
SULPDULO\ GLUHFWHG WRZDUG WKH &OHDUZDWHU KHDY\ RLO WHUPLQDO
WKH XSJUDGH DQG H[SDQVLRQ Rl WZR H[LVWLQJ ZDVWH SURFHVVLQJ ILC
GLVSRVDO IDFLOLW\ DQG WKH SXUFKDVH Rl UDLO FDUV IRU PHWDO UHF\

6XVWDLQLQJ FDSLWDO H[S QGO MRXQNHKFRINWR KRHR QWEW FKOGHIE DQG LQFOXGH
HTXLSPHQW DGGLWLRQV DQG XSJUDGHV IRU PHWDO UHF\FOLQJ RSHUDWI

JLQDQFLQJ $FWLYLWLHYV

7KUHH PRQWKY HQGHG ODUFKb
&KDQJH

'UDZ UHSD\PHQW RI FUHGLW ID
6HWWOHPHQW RI QRWHYV
,VVXDQFH Rl XQVHEXUHG QRWH
JLOQDQFLQJ IHHV

/HDVH OLDELOLW)\ SULQFLSDO S
'LYLGHQGV SDLG

6KDUH UHSXUFKDVHV DQG FDQF
7D[ RQ VKDUH UHSXUFKDVHV

6KDUH XQLWYV WD[ ZLWKKROGL HG ZLWK FDVK

1HW FDVK IORZV IURP XVHG LQ | FWLYLWLHYV

'XULQIWKKUHH PRQWIOWMHKQXGHBG WKH &RUSRUDWLRIP GIUREZ RQ WKH 5HYRO
J)DFLOLW\ SULPDULO\ WR IXQG WKH DFTXLVLWLRQ RI D PHWDOV UHF\FOL

'"XULQIWKKUHH PRQWKD/UHRRGHG WKH &RUSRUDWLRQ IXOO\ UHSDLG WK

5HYROYLQJ &UHGLW )DFLOLW\ DQG UHGHHPHG WKH VHQLRU VHFXL

UHSD\PHQWY DQG UHGHPSWLRQV ZHUH IXQGHG XVLQJ SURFHHGV IURP
XQVHFXUHG QRWHYV



7KH &RUSRUDWLRQ DOVR GHFODUHG GLYLGHQGV WRUKROBRQWKRI HE
ODUFKDb bRI bPLOODR®GKDb b bPLOOLRBRUFXQ WKH &RUSRUDWLRQ G|
GLYLGHQG LQ WKH DPRYXOQAMRPPIRQ VKDUH 7KH &RUSRUDWLRQ SDLG RXYV
FRPPRQ VKDUHV REBUHFIRUGLRIQGGHQGY SDLG LQ WKH ILUVW LOMDURQHO REI
WKDQ LQ WKH VDPH SHULRG RI SULPDULO\ GXH WR D UHGXFHG VKDL
WKURXJIKRXW

JRU WKHIHH PRQVORBW KOG HEWKH &RUSRUDWLRQ ZERKKR® ®KDUHV ZLWK L
WR PLQLPXP VWDWXWRU\ ZLWKKROGLQJ WD[ REOLJDWLRQV ZKLFK ZHUH
WD[ SDLG LQ FDMKHHR B RQRERY AFKPGHEEZ DV PLOOLRQ

&2175%$&78%/ 2%/,*$7,216

S5SHIHURWRHRI WKH ,QWHULP )LOQDQFLDO 6WDWHPHQWY IRU GLVFORVXUH U
%86,1(66 5,6.6

7UDGH 5HODWLRQV DQG 7DULIIV

8 6 IRUHLJQ WUDGH SROLF\ FRQWLQXHV WR UHPDLQ XQVWDEOH DV D
DGPLQLVWUDWLRQ DQG WKH UHWDOLDWRU\ UHVSRQVH WDNHQ E\ FR

ODUFKb b WKH 8 6 LPSRVHG WDULIIV RQ DOO JRRGYV LPSRUWHG |
UHVRXUFHV ZKLFK DUH VXEMHFW WR D wDULII ZKLFK ZHUH WKHQ SD
LPSRVHG WDULIIV RQ VWHHO DQG DOXPLQXP LPSRUWHG IURP &DQDG

SDXVH RQ WKH JHQHUDOO\ DSSOLFDEOH WDULIIV LPSRVHG RQ ODUFK
UHVRXUFHVY WKDW DUH FRPSOLDQW ZLWK WKH &DQDGD 8QLWHG 6WDWH
WDULIIV RQ DXWRPRELOHV LPSRUWHG IURP &DQDGD DQG &DQDGD KDV
IURP WKH 8 6 &DQDGD DOVR LPSRVHG D ILUVW URXQG RI WDULIIV RQ

$SULO WKH 8 6 DQQRXQFHG WKH LPSOHPHQWDWLRQ RI D EURDG U
IURP PRVW FRXQWULHV RWKHU WKDQ &DQDGD LQFOXGLQJ IURP &KLQD I
LQ H[FHVV RI BXEVHTXHQWO\ RQ $SULO WKH 8 6 DGPLQLVWU

SODQQHG UHFLSURFDO WDULII LQFUHDVHYV IRU RYHU QRQ UHWDOLDMW
GXULQJ WKLV SHULRG &RQFXUUHQWO\ WDULIIV RQ LPSRUWYV IURP &KLQ
FDWHJRULHV RI JRRGV VXEMHFW WR DQ DGGLWLRQDO VXUFKDUJH U

7KH H[WHQW GXUDWLRQ DQG OHYHO RI 8 6 WDULIIV DQG RWKHU UHC
SDUWQHUV LI DQ\ UHPDLQ XQFHUWDLQ DQG FRQWLQXH WR HYROYH 7
UHWDOLDWRU\ WDULIIV LPSRVHG E\ &DQDGD DQG RWKHUV LQ UHVSRQV}
GHOD\ RU HVFDODWLRQ RI VXFK WDULIIV DQG DQ\ IXUWKHU SRWHQWLD{
XQFHUWDLQW\ B6XFK XQFHUWDLQW\ KDV SHUPHDWHG WKH HFRQRPLF DQ
HFRQRPLF FRQGLWLRQV LQFOXGLQJ VXFK LVVXHV DV WKH LQIODWLRQ
DOXPLQXP DQG RWKHU LQGXVWULDO PDWHULDOV PD\ LQFUHDVH WKH FF
SRWHQWLDOO\ LPSDFWLQJ FDSLWDO H[SHQGLWXUHYV DQG RSHUDWLRQTL
SURGXFWV FRXOG UHGXFH FURVV ERUGHU WUDGH FRPSHWLWLYHQHVYV

UHWDOLDWRU\ PHDVXUHV E\ &DQDGD RU DQ\ RWKHU FRXQWU\ RU SURC
GLVUXSW VXSSO\ FKDLQV DQG LQWURGXFH UHJXODWRU\ XQFHUWDLQW\

7KLV WDULII FRQIOLFW PD\ SXW LQWR SHUVSHFWLYH PDQ\ RI WKH WRS
LOQFOXGLQJ FUHGLW ULVN FRPPRGLW\ SULFLQJ DQG PDUNHW ULVN OLT
ULVN DQG WKLUG SDUW\ ULVN 7KH H[WHQW WR ZKLFK 6(&85(VV EXVLQH
SURVSHFWV ZLOO EH DIIHFWHG GHSHQGY ODUJHO\ RQ WKH QDWXUH DQ
VXFK DV WKH GXUDWLRQ RU HVFDODWLRQ RI WKH WDULIIV WKH HYROXW
SROLF\ UHVSRQVHVY DQG UHDFWLRQV WR RQJRLQJ FKDQJHV E\ JOREDO
PRQLWRU WUDGH SROLFLHVY DQG DGDSW LWV SURFXUHPHQW DQG RSHU
PHDVXUHVY FRXOG QHJDWLYHO\ LPSDFW WKH &RUSRUDWLRQVYV PDUJLQV



$ GHWDLOHG GLVFXVVLRQ RI 6(&85(VV EXVLQHVV UBYNN PIFIMHEQWIRONR IL
WKH $,) ZKLFK LV DYDLOWFOWHRO 5OEEG BY WKH &RUSRIDWY R DWWYHZHE \
ZKLFK LV LQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ

28767%1',1* 6+3$5( &%$3,7%/

$V DD\ b WKHUH DUH FRPPRQ VKDUHV LVVXHG DQG RXWVWDQ
KDG WKH IROORZLQJ VKDUH EDVHG DZDUGY RXWVWDQGLQJ DQG H[HUFLYV

%DODQFH DV DW 0D\ b ,VVXHG ([HUF
5HVWULFWHG 6KDUH 8QLWYV )
SHUIRUPDQFH 6KDUH 8QLWYV

2)) %$/$1&( 6+((7 $55$1*(0(176
$WDUFKb b WKH &RUSRUDWLRQ GLG QRW KDYH DQ\ PDWHULDO RII EDOD
),1$1&,$/ $1' 27+(5 ,167580(176

$V DWUFKbD b WKH &RUSRUDWLRQVYV ILQDQFLDO LQVWUXPHQWY LQFOXG
UHFHLYDEOHY DFFRXQWYV SD\DEOH DQG DFFUXHG OLDELOLWLHV FXV
5HYROYLQJ &UHGLW )DFLOLW\ WKH XQVHFXUHG QRWHYV OHDVH OLDI
Rl WKHVH ILQDQFLDO LQVWUXPHQWY DSSUR[LPDWH WKHLU FDUU\LQJ

LQVWUXPHQWY H[FHSW IRU WKH 5HYROYLQJ &UHGLW )DFLOLW\ DQG V
J)DFLOLW\VYV FDUU\LQJ YDOXH DSSUR[LPDWHYV LWV IDLU YDOXH GXH WR W
PDUNHW LQWHUHVW UDWHY 7KH IDLU YDOXH RI WKH XQVHFXUHG QR
UDWHY DQG WKH PDUNHW DVVHVVPHQW RI FUHGLW ULVN

'"HULYDWLYH LQVWUXPHQWY DUH IDLU YDOXHG DW HDFK SHULRG HQG L
WKURXJK SURILW RU ORVV 7KH &RUSRUDWLRQ XWLOL]J]HV GHULYDWLYH I
ULVNVY UHODWLQJ WR FRPPRGLW\ SULFHV IRUHLJQ FXUUHQF\ HI[FKDQJH
FROQWUDFWY IOXFWXDWH GHSHQGLQJ RQ WKH XQGHUO\LQJ HVWLPDWHYV
H[FKDQJH UDWHY DQG LQWHUHVW UDWHYV 7KH HVWLPDWHG IDLU YDOXF
REVHUYDEOH PDUNHW GDWD

7KH XVH RI ILQDQFLDO LQVWUXPHQWY H[SRVHV WKH &RUSRUDWLRQ WR
PDUNHW ULVN $ GLVFXVVLRQ RI KRZ WKHVH DQG RWKHU ULVNV DUH PD
VBLVN )DFOMR® WXGLVFXVVLRQ Rl WKH FRUUHVSRQGLQJ FODVVLILFDWLRQ
ORVVHV DVVRFLDWHG ZLWK WKHVH ILQDQFLDO LQVWUXPHQWY DQG W
&RUSRUDWLRQVV $QQXDO )LQDQFLDO 6WDWHPHQWYV

2] WKH &RUSRUDWLRQVV ILQDQFLDO LQVWUXPHQWY FDVK DFFRXQWV |
LQVWUXPHQWY FRQWDLQ FUHGLW ULVN 7KH FUHGLW ULVN DVVRFLDWFE
&DQDGLDQ ILQDQFLDO LQVWLWXWLRQV 7KH &RUSRUDWLRQ SURYLGHV F
7KH & RUSRUDWLRQVV FUHGLW ULVN SROLF\ LQFOXGHV SHUIRUPLQJ FUH(
Rl WKH &RUSRUDWLRQVV DFFRXQWY UHFHLYDEOH DUH GXH IURP FRPSD
VXEMHFW WR QRUPDO LQGXVWU\ FUHGLW ULVNV :KHUH FUHGLW ULVN D
UHTXLUHV SUHSD\PHQWV IURP FXVWRPHUV *LYHQ WKH SROLFLHV D
DSSURSULDWHO\ PDQDJLQJ LWV FUHGLW ULVN

7KH &RUSRUDWLRQVYV H[SRVXUH WR ORVVHV LQ WKH HYHQW WKDW FRX
PHHW WKH WHUPV Rl WKH FRQWUDFWV LV FRQVLGHUHG YHU\ ORZ DV FR
FRPPRGLW\ IXWXUHV H[FKDQJH DQG LQWHUHVW UDWH DQG IRUHLJQ H]
ILQDQFLDO LQVWLWXWLRQV

)XQGV GUDZQ XQGHU WKH 5HYROYLQJ &UHGLW )DFLOLW\ DUH PDQDJHG
ORDQV &255%$ DQG 8 6 GROODU 62)5 ORDQV ZKLFK EHDU LQWHUHVW DW
&RUSRUDWLRQ ERUURZV XQGHU WKH 5HYROYLQJ &UHGLW )DFLOLW\ WK
IRUHLJQ H[FKDQJH UDWHYV



$&&2817,1* 32/,&,(6

6(&85(VV PDWHULDO DFFRXQWL QLR ®RRIL ALK QUMXPBW @EWQVPHULP )LQEL
7KHUH ZHUH QR QHZ DFFRXQWLQJ VWDQGDUGY RU DPHQGPHQWV WR ,)5
J)LOQODQFLDO 6WDWHPHQWYV

)8785( $&&2817,1* 3521281&(0(176

,Q $SULO WKH ,$6% IWNXHGQGWPSGLRQ DQG 'LVFORVXUZKLBK)ZQDQFUB®
,$6 3UHVHQWDWLRQ RI )LQDRFLOK®Z6WDINHPHOW VYQWURGXFHV NH\ FKDQ.
FRQVROLGDWHG VWDWHPHQWY Rl FRPSUHKHQVLYH LQFRPH UHTXLUHG
SHUIRUPDQFH PHDVXUHV DQG DJJUHJDWLRQ DQG GLVDJJUHJDWLRQ RI C
HITHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGYV EHJLQQLQJ RQ RU DIWHU
VWDQGDUG ZLOO EH DSSOLHG UHWURVSHFWLYHO\ ZLWK FHUWDLQ W
HYDOXDWLQJ WKH LPSDFW RI DGRSWLQJ ,)56 RQ WKH &RQVROLGDWHG

&5,7,&%/ $&8&2817,1* (67,0$7(6 $1' -8'*0(176

,Q WKH SUHSDUDWLRQ RI WKH &RUSRUDWLRQVV ,QWHULP )LQDQFLDO
HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW WKH UHFRUGHG DPRXQW)\
GLVFORVXUH RI FRPPLWPHQWY FRQWLQJHQFLHV DQG JXDUDQWHHV (
PDQDJHPHQWVYV H[SHULHQFH DQG WKH DVVXPSWLRQV XVHG DUH EHOLH
WKDW H[LVW DW WKH WLPH WKH ,QWHULP )LQDQFLDO 6WDWHPHQWYVY D!
HVWLPDWHY 7KH PRVW VLJQLILFDQW HVWLPDWHY DQG MXGJPHQWYV XVt
DQG ,QWHULP )LQDQFLDO 6W D W H RMQ®RVWKIHY B RAHRQYU VWWRRXW $QQXDO D
BWDWHPHQWYV

,17(51%/ &21752/6 29(5 ),1%$1&,%$/ 5(3257,1* ',6&/2685( &21752/6 $1' 352&('¢&

'LVFORVXUH FRQWUROV DQG SURFHGXUHV W'& 3X DV GHILQHG LQ 1D
'LVFORVXUH LQ ,VVXHUVV $QQXDO DQG ,QWHULP )LOLQJV W1, X P
6(&85( WKDW DUH GHVLJQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH W
6(&85( LQ LWV DQQXDO ILOOLQJV LQWHULP ILOOLQJV RU RWKHU UHSRU
LV UHFRUGHG SURFHVVHG VXPPDUL]HG DQG UHSRUWHG ZLWKLQ WKH W
DQG LQFOXGH FRQWUROV DQG SURFHGXUHV GHVLJQHG WR HQVXUH WKD)
LWV DQQXDO ILOOLQJYV LQWHULP ILOLQJY RU RWKHU UHSRUWYV ILOHG R
DQG FRPPXQLFDWHG WR 6(&85(VV PDQDJHPHQW LQFOXGLQJ LWV &KLHI (
2IILFHU W&)2X DV DSSURSULDWH WR DOORZ WLPHO\ GHFLVLRQV UHJDU:

, QWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ W,&)5X DV GHILQF
XQGHU WKH VXSHUYLVLRQ RI 6(&85(VV &(2 DQG &)2 DQG HIIHFWHG E\ WK
WR SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ F
VWDWHPHQWY IRU HIWHUQDO SXUSRVHV LQ DFFRUGDQFH ZLWK ,)56 7
, QWHJUDWHG )UDPHZRUN SXEOLVKHG E\ WKH &RPPLWWHH RI 6SR
&RPPLVVLRQ LQ WKH GHVLJQ RI LWV ,&)5 6(&85(VV ,&)5 LQFOXGHYV SROL!

a 3HUWDLQ WR WKH PDLQWHQDQFH RI UHFRUGY WKDW LQ UHDVRQ
WUDQVDFWLRQV DQG GLVSRVLWLRQV RI WKH DVVHWYV RI 6(&85(

a $UH GHVLIJIQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH WKDW WUDC
SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK
6(&85( DUH EHLQJ PDGH RQO\ LQ DFFRUGDQFH ZLWK DXWKRUL]JDWLR

a $UH GHVLIQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ !
DFTXLVLWLRQ XVH RU GLVSRVLWLRQ RI 6(&85(VV DVVHWYV WKDW F
VWDWHPHQWYV

7TKHUH ZDV QR FKDQJH WR WKH &RUSRUDWLRQVV ,&)5 WKDW RFFXUUHC
ODUFKb bWKDW KDV PDWHULDOO\ DIIHFWHG RU LV UHDVRQDEO\ OLNHO



6(&85( FRPSOHWHG WKH DFTXLVLWLRQ RI WKH (GPRQWRQ PHWDOV UH
SHUPLWWHG E\ DQG LQ DFFRUGDQFH ZLWK 1, VLQFH WKH DFTXLVL)
WKH HQG RI WKH UHSRUWLQJ SHULRG PDQDJHPHQW KDV OLPLWHG WKH
,&)5 DQG '& 3 WR H[FOXGH WKH FRQWUROV SROLFLHV DQG SURFHGXUF
VFRSH OLPLWDWLRQ LV SULPDULO\ GXH WR WKH WLPH UHTXLUHG IRU PI
WKH DFTXLUHG EXVLQHVV LQ D PDQQHU FRQVLVWHQW ZLWK 6(&85(VV |

SODFH WKURXJKRXW DV SURFHVVHV DQG VA\VWHPV DOLJQ
&EXUUHQW DVVHWY DQG QRQ FXUUHQW DVVHWYV DWWULEXWDEOH WR W
UHSUHVHQWHG PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ RI 6(&85

ODUFKb b &XUUHQW OLDELOLWLHYV DQG QRQ FXUUHQW OLDELOLWLHV
UHF\FOLQJ EXVLQHVV UHSUHVHQWHG PLOOLRQ DQG bPLOOLRQ UH'
FXUUHQW ODDBE®bWLHIHIWQXH DQG QHW LQFRPH EHIRUH WD[ DWWULEX
PHWDOV UHF\FOLQJ EXVLQHVV UHSUHVHQWHG PLOOLRQ DQG QLO UF
EHIRUH WDJKRY MWRRQ VIRV FKDG HIS

ODQDJHPHQW LQFOXGLQJ WKH &(2 DQG &)2 GRHV QRW H[SHFW WKDW W
RU GHWHFW DOO PLVVWDWHPHQWY RU LQVWDQFHV RI IUDXG 7KH LQKH
WKH\ FDQ SURYLGH RQO\ UHDVRQDEOH QRW DEVROXWH DVVXUDQFH Wk
IUDXG LI DQ\ ZLWKLQ WKH &RUSRUDWLRQ KDYH EHHQ GHWHFWHG

[(*$/ 352&((',1*6 $1' 5(*8/$725< $&7,216

S5HIHULRWRH RI WKH &RUSRUDWLRQVV ,QWHULP )LQDQFLDO 6WDWHPHQWYV
DQG UHJXODWRU\ DFWLRQV DQG LWV LPSDFW RQ FRQWLQJHQFLHV LI DQ

5(/$7(" 3$57,(6

5HIHU WR 1RWH RI WKH &RUSRUDWLRQVV $QQXDO )LQDQFLDO 6WDWHF
EHHQ QR RWKHU PDWHULDO UHODWHG SDUW\ WUDQVDFWLRQV RU VLJ(
J)LQDQFLDO 6WDWHPHQWV

)25:$5"' /22.,1* 67$7(0(176

&HUWDLQ VWDWHPHQWY FRQWDLQHG RU LQFRUSRUDWHG E\ UHIHUHQ
VWDWHPHQWY DQG RU WIRUZDUG ORRNLQJ LQIRUPDWLRQX ZLWKLQ WKH
UHIHUUHG WR DV WIRUZDUG ORRNLQJ VWDWHPHQWYVX KHQ XVHG LQ
WDQWLFLSDWHX WEHOLHYHX FDQ EH FDSDFLW\ WFRPPLWX WFRQ'
HQVXUH WHVWLPDWHX WH[HFXWHX WH[SHFWX WIRFXVX IRUHFD
WLQWHJUDWHX WLQWHQGX WPD\X WPDLQWDLQX REMHFWLYH WRQJF
SRWHQWLDO WSULRULWL]HX WUHDOL]JHX WUHPDLQX WUHVXOWX VH
VLPLODU H[SUHVVLRQVY DV WKH\ UHODWH WR 6(&85( LWV PDQDJHPHQYV
LGHQWLI\ IRUZDUG ORRNLQJ VWDWHPHQWY 6XFK VWDWHPHQWY UHIOHF
WKH GDWH RI WKLV 0' $

,Q SDUWLFXODU WKLV 0'$ FRQWDLQV RU LPSOLHV IRUZDUG ORRNLQJ V\
H[SHFWDWLRQV DQG SULRULWLHV IRU DQRG EH\RQG DQG LWV DELOLW
Rl 6(&85(VV VROXWLRQV WR KHOS UHGXFH FRVWVY ORZHU HPLVVLRQV
SURGXFWY DQG SURWHFW WKH HQYLURQPHQW VWDWHPHQWY FRQFHUQL
GXUDWLRQ RI WKH 1&,% WKH QXPEHU RI FRPPRQ VKDUHV ZKLFK PD\ E
DPRXQW DQG SULFH RI SXUFKDVHV RI FRPPRQ VKDUHYVY XQGHU WKH 1&,%
LVVXHU ELG LQFOXGLQJ ZLWK UHVSHFW WR WKH DJJUHJDWH GROODU DI
DQG WLPLQJ WKHUHRI FRQWLQXHG GHPDQG IRU 6(&85( V SURGXFWV V
HISHQGLWXUHYVY DQG WKH GHYHORSPHQW RI SURMHFWY DVVRFLDWHG W
&OHDUZDWHU KHDY\ RLO WHUPLQDOOLQJ DQG JDWKHULQJ LQIUDVWUXF\
XSJUDGH DQG H[SDQVLRQ RI DQ H[LVWLQJ ZDVWH SURFHVVLQJ IDFLOLW
HTXLSPHQW SXUFKDVHV IRU ZDVWH SURFHVVLQJ IDFLOLW\ JURZWK SUR
LPSURYHPHQWY ZDWHU SLSHOLQH SURMHFWY SXUFKDVHV RI UDLO FDI
H[SDQVLRQV DQG WKH WLPLQJ RI WKH FRPSOHWLRQ RI SURMHFWYV



LQYHVWPHQWY DFTXLVLWLRQV RU GLVSRVLWLRQV DQG WKH DELOLW\ F
OHWDOV 5HF\FOLQJ $FTXLVLWLRQ LQFUHDVLQJ RXU VFDOH DQG SURFH)
ZLWK RXU H[LVWLQJ RSHUDWLRQV IXQGLQJ JURZWK LQLWLDWLYHV DQC
DQG 1RUWK 'DNRWD FXVWRPHUV UHPDLQLQJ IRFXVHG RQ GLVFLSOLQH!
ZLWKLQ DQWLFLSDWHG FDVK IORZV SULRULWL]LQJ PDLQWDLQLQJ ED
RSHUDWLRQDO HIILFLHQFLHVY H[SHFWDWLRQV DQG XQFHUWDLQW\ ZLW
FRQGLWLRQV DQG WKH LQGXVWULDO ODQGVFDSH LQ 1RUWK $PHULFD

PDUNHW FRQGLWLRQV DQG VXSSRUW RXU FXVWRPHUVV QHHGV ZLWK
OHYHUDJH DQG VWURQJ SURMHFWHG FDVK IORZV SURYLGLQJ 6(&85( Z
6(&85(VV H[SHFWDWLRQV UHODWHG WR HFRQRPLF GULYHUV DQG WKH FF
H[SHFWDWLRQ WR FRQWLQXH WR GHOLYHU LQGXVWU\ OHDGLQJ PDUJLC
UHFXUULQJ YROXPHV GULYHQ E\ LQGXVWULDO ZDVWH PHWDOV DQG HC
RXU VKDUHKROGHUV WKURXJK VKDUH EX\EDFNV DQG D TXDUWHUO\ GL
H[SHFWDWLRQV IRU LQFOXGLQJ SURMHFWLRQV UHJDUGLQJ $GMX
H[SHQGLWXUHV UHODWLQJ WR RXU RUJDQLF JURZWK SURJUDP DFTXLVL
$52 VSHQG $GMXVWHG (%,7'$ EHLQJ LQGLFDWLYH Rl KRZ WKH IXQGDF
PDQDJHG WKH XVH RI GLVFUHWLRQDU\ IUHH FDVK IORZ DQG GLVFUHWI
DGHTXDF\ RI FDVK IORZ WR PDQDJH GHEW OHYHOV LQYHVW LQ WKH
VKDUHKROGHUV H[SHFWDWLRQV ZLWK UHVSHFW WR WKH 6,% LQFOXGLQ
Rl FRPPRQ VKDUHV H[SHFWHG WR EH UHSXUFKDVHG DQG WLPLQJ WKHUH
LWV DELOLW\ WR HQVXUH DGHTXDWH VRXUFHV RI FDSLWDO DUH DYDLC
SODQQHG FDSLWDO SURJUDP IXQG GLYLGHQG SD\PHQWV FRQGXFW VKI
FDVK IORZ WR VXVWDLQ WKH EXVLQHVV IRU WKH ORQJ WHUP 6(&85(VV
WKHUHRI WKH GHYHORSPHQW RI QHZ WHFKQRORJLHV WKDW VHUYH DV
FUHDWLQJ VSHFLDOW\ FKHPLFDO VROXWLRQV DQG WKH DELOLW\ RI VX
SURGXFWLRQ RLO SXUFKDVH DQG UHVDOH HQKDQFLQJ WKH VHUYLFH RI
PDUNHWLQJ EXVLQHVV DQG 6(&85(VV FXVWRPHUV JDLQLQJ HIILFLHQFLH
WKH SLSHOLQH DV D UHVXOW RI VXFK VHUYLFHV 6(&85(VV LQWHQWLRQ
DGYDQWDJH RI FKDQJLQJ PDUNHW SULFHV DQG SULFH GLIIHUHQWLDOV
WKHUHIURP 6(&85(VV DELOLW\ WR FDSLWDOL]H RQ DUELWUDJH RSSRU\
PDUNHWV WR HQKDQFH SURILWDELOLW\ VHDVRQDO ZHDWKHU SDWWHUZC
DQG WKH LPSDFWV WKHUHRI RQ 6(&85(VV RSHUDWLQJ UHVXOWV ZRUNL
6(&85(VV IDFLOLWLHY WKH FRQWULEXWLRQV RI 6(&85(VV KLVWRULFDO .
UHVXOWV LQFUHDVHG LQ DFWLYLW\ OHYHOV GXH WR JURZWK DQG VXV
H[SHQVHV DQG WKH HIIHFW WKHUHRI RQ ILQDQFLDO UHVXOWV LQFOXGL
WR SD\PHQW RI LQWHUHVW SD\PHQWV RQ WKH XQVHFXUHG QRWHV |
REOLJDWLRQV WKHUHXQGHU IOXFWXDWLRQV LQ RLO DQG JDV SULFHYV
DFWLYLW\ 6(&85(VV EXVLQHVV XQLWV EHLQJ FHQWHUHG RQ UHFXUU
FRQWUDFWHG DQG IHH IRU VHUYLFH FRQWUDFWYV ZLOO SURYLGH D GHJL
DQG WKH GHFODUDWLRQ WLPLQJ DQG DPRXQW RI GLYLGHQGV WKHUHX
VKDUHKROGHUV DV EXVLQHVV FRQGLWLRQV ZDUUDQW VRXUFHV RI O
REOLJDWLRQV LQFOXGLQJ DGMXVWPHQWY WR GLYLGHQGV GUDZLQJ

REWDLQLQJ HTXLW\ ILQDQFLQJ RU GLYHVWLWXUHV FRPSOLDQFH ZLWK
DFFHVV WR FDSLWDO WKH &RUSRUDWLRQVV XVH RI GHULYDWLYH ILQD!
ULVNV UHODWLQJ WR FRPPRGLW\ SULFHV IRUHLJQ FXUUHQF\ H[FKDQJt}
FUHGLW ULVN WKH OHYHO RI FUHGLW ULVN DVVRFLDWHG ZLWK FDVK IX
JHWWHU RI &UHGLW )DFLOLW\ DQG WKH LPSDFW RI QHZ RU H[LVWLQJ U
WKH LQWURGXFWLRQ RI VXFK UHTXLUHPHQWY LQFOXGLQJ ZLWK UHVS
VWDQGDUGV E\ WKH &6% DQG RWKHU VWDWHPHQWYV

JRUZDUG ORRNLQJ VWDWHPHQWY DUH EDVHG RQ FHUWDLQ DVVXPSWLRQ
WKH GDWH RI WKLV 0'$ UHJDUGLQJ DPRQJ RWKHU WKLQJV 6(&85(VV

FRQGLWLRQV LQFOXGLQJ FRPPRGLW\ SULFHV FUXGH RLO DQG QDWXUD
DQG LQIODWLRQ DELOLW\ WR HQWHU LQWR VLJQLQJ DJUHHPHQWV ZlI



DFTXLVLWLRQ RSSRUWXQLWLHYV SUHVHQW FRQWLQXHG GHPDQG IRU WK
OLQNHG WR ORQJ WHUP DQG UHFXUULQJ SURMHFWY WKH H[SHFWDWLRGC
LQWR E\ 6(&85( IRU ZDWHU GLVSRVDO VHUYLFHV LQ WKH ORQWQH\ U
LQFUHPHQWDO SURGXFHG ZDWHU LQIUDVWUXFWXUH H[SDQVLRQ ZKLFK |

WKH FKDQJHV LQ PDUNHW DFWLYLW\ DQG JURZWK ZLOO EH FRQVLVW
DQG JURZWK OHYHOV LQ VLPLODU SKDVHV RI SUHYLRXV HFRQRPLF F\
&DQDGD LQFUHDVHG FDSDFLW\ DQG VWURQJHU SULFLQJ ZLWK DFFHVV
LPSDFW RI DQ\ QHZ SDQGHPLF RU HSLGHPLF DQG RWKHU LQWHUQDWLRC
UHVSRQVHV UHODWHG WKHUHWR DQG WKHLU LPSDFW RQ JOREDO HQH
GHYHORSPHQW DFWLYLW\ OHYHOV DQG SURGXFWLRQ YROXPHV DQWLFL
RQ WHUPV IDYRXUDEOH WR 6(&85( WKH VXFFHVV Rl WKH &RUSRUDWLRQ"
VHDVRQDO ZHDWKHU SDWWHUQV WKH &RUSRUDWLRQVYV FRPSHWLWLYH
UHPDLQLQJ VXEVWDQWLDOO\ XQFKDQJHG WKH &RUSRUDWLRQVV DELOLW
FRPSO\ ZLWK FRQWUDFWV LQ D WLPHO\ PDQQHU FXUUHQW FRPPRGLW\ S
DQG SODQQHG FDSLWDO H[SHQGLWXUHV WKDW FRXQWHUSDUWLHV FRPS
QR XQIRUHVHHQ HYHQWY SUHYHQWLQJ WKH SHUIRUPDQFH RI FRQWUDFV
IDFLOLWLHVY WKDW WKHUH DUH QR XQIRUHVHHQ PDWHULDO FRVWV LQ
WKDW SUHYDLOLQJ UHJXODWRU\ WD[ DQG HQYLURQPHQWDO ODZV DQG
WKH WLPLQJ RI VXFK LQWURGXFWLRQ LQFUHDVHV WR WKH &RUSRUDWL
ORQJ WHUP GLVSDULW\ EHWZHHQ WKH &RUSRUDWLRQ V VKDUH SULFH
&RUSRUDWLRQ V DELOLW\ WR UHSD\ GHEW DQG UHWXUQ FDSLWDO WR VI
UDWLQJV WKH &RUSRUDWLRQ V DELOLW\ WR REWDLQ DQG UHWDLQ TXD:
DQG NQRZOHGJH WHFKQRORJ\ DQG HTXLSPHQW LQ D WLPHO\ DQG FRV
DFFHVV FDSLWDO DQG LQVXUDQFH RSHUDWLQJ DQG ERUURZLQJ FRVW\
DQG PDLQWHQDQFH RI HTXLSPHQW DQG SURSHUW\ FRQWLQXHG DFF
&RUSRUDWLRQVYV ILQDQFLDO REOLJDWLRQV WKH DELOLW\ RI WKH &RUS
VHUYLFHV LQ :HVWHUQ &DQDGD DQG WKH 8 6 DQ LQFUHDVHG IRFXV
FRQVLGHUDWLRQV LQ WKH RLO DQG JDV LQGXVWU\ WKH LPSDFWV RI F
FXUUHQW EXVLQHVV HQYLURQPHQW UHPDLQLQJ VXEVWDQWLDOO\ XQF!
H[SDQVLRQ SODQV Rl RWKHU RUJDQL]DWLRQV RSHUDWLQJ LQ WKH HQHU
IRU WKH &RUSRUDWLRQVV DQG RXU VXEVLGLDULHVV VHUYLFHV [IXWXUH
DELOLW\ WR DFKLHYH LWV (6* DQG VXVWDLQDELOLW\ WDUJHWV DQG JRD
DQG XQFHUWDLQWLHVY GHVFULEHG LQ WKH $,) DQG IURP WLPH WR WL
UHJXODWRU\ DXWKRULWLHYV

JRUZDUG ORRNLQJ VWDWHPHQWY LQYROYH VLJQLILFDQW NQRZQ DQG XQ
DV JXDUDQWHHV RI IXWXUH SHUIRUPDQFH RU UHVXOWV DQG ZLOO QRW
UHVXOWV ZLOO EH DFKLHYHG 5HDGHUV DUH FDXWLRQHG QRW WR SODF!
IDFWRUV FRXOG FDXVH DFWXDO UHVXOWV WR GLIIHU PDWHULDOO\ IU}
VWDWHPHQWY LQFOXGLQJ EXW QRW OLPLWHG WR JHQHUDO JOREDO
FRQGLWLRQV LQ &DQDGD DQG WKH 8 6 WKH HIIHFW RI DQ\ WDULIIV FXL
Rl DQ\ VXFK WDULIIV RU WKH LPSOHPHQWDWLRQ RI DQ\ QHZ RU DGGL
UHVWULFWLYH WUDGH PHDVXUHV RU FRXQWHUPHDVXUHV DIIHFWLQJ LQ
&DQDGD WKH HIIHFW RI DQ\ SDQGHPLF RU HSLGHPLF LQIODWLRQ D¢
JRYHUQPHQWDO UHVSRQVHV WKHUHWR RQ HFRQRPLF FRQGLWLRQV FRP
RSHUDWLRQV FKDQJHV LQ WKH OHYHO RI FDSLWDO H[SHQGLWXUHV PDG
HITHFW RQ GHPDQG IRU RLOILHOG VHUYLFHV GXULQJ GULOOLQJ DQG FI
PDUNHW SULFHV IRU RLO DQG QDWXUDO JDV DQG WKH HIITHFW RI WKLV Y
D WUDQVLWLRQ WR DOWHUQDWLYH HQHUJ\ VRXUFHV WKH &RUSRUDWLR
HQHUJ\ LQGXVWU\ LQFOXGLQJ SK\VLFDO FOLPDWH UHODWHG LPSDFWYV

IORZ IURP RSHUDWLRQV WR PHHW RXU FXUUHQW DQG IXWXUH REOLJDWL
LQFUHDVHVY LQ GHEW VHUYLFH FKDUJHV LQFOXGLQJ FKDQJHV LQ WKH
FXUUHQW DQG IXWXUH GHEW DJUHHPHQWY LQIODWLRQ DQG VXSSO\ FKI
HIWHUQDO VRXUFHV Rl GHEW DQG HTXLW\ FDSLWDO DQG LQVXUDQFH G



RXW RI RXU FRQWURO WKH WLPLQJ DQG DPRXQW RI VWLPXOXV SDFN
UHKDELOLWDWLRQ SURJUDPV WKH FRVW RI FRPSOLDQFH ZLWK DQG FKELC
HQYLURQPHQW LQFOXGLQJ XQFHUWDLQWLHV ZLWK UHVSHFW WR LPSOH
DQG WKH UHJXODWLRQ RI K\GUDXOLF IUDFWXULQJ VHUYLFHV DQG VHU
JRRGV XQFHUWDLQWLHV LQ ZHDWKHU DQG WHPSHUDWXUH DIIHFWLQJ V
DFWLYLWLHYVY WKDW FDQ EH FRPSOHWHG DELOLW\ WR PDLQWDLQ DQG Ul
UHTXLUHG IRU LWV RSHUDWLRQV FRPSHWLWLRQ LPSDLUPHQW ORVVHYV
Rl UDZ PDWHULDOV FRQVXPDEOHV FRPSRQHQW SDUWV HTXLSPHQW
WHFKQLFDO DQG ILHOG SHUVRQQHO VXSSO\ FKDLQ GLVUXSWLRQ WK
DFTXLVLWLRQ DQG GLYHVWLWXUH WUDQVDFWLRQV RQ DFFHSWDEOH V
DFTXLVLWLRQV RU GLVSRVLWLRQV DQG ULVNV UHODWHG WR WKH DVVI
EXVLQHVV PL[ DQG VLJQLILFDQW VKDUHKROGHU OLDELOLWLHV DQG U
LQKHUHQW LQ 6(&85( V RSHUDWLRQV WKH &RUSRUDWLRQVV DELOLW\ WF
PDWFK DGYDQFHV RI RXU FRPSHWLWLRQ WKH YLDELOLW\ HFRQRPLF RU
SULFH DQG IRUHLJQ FXUUHQF\ ULVN WR ZKLFK WKH &RUSRUDWLRQ LV H
ZLWK WKH UHVWULFWLYH FRYHQDQWY LQ WKH &RUSRUDWLRQVV FXUUHQ
FXVWRPHUVV DELOLW\ WR SHUIRUP WKHLU REOLJDWLRQV XQGHU ORQJ
WKH RSHUDWLRQ Rl MRLQWO\ RZQHG DVVHWV WKH &RUSRUDWLRQVV DI
WHUPV RU DW DOO WKH &RUSRUDWLRQVV DELOLW\ WR UHWDLQ NH\ RL
VNLOOV RU NQRZOHGJH XQFHUWDLQW\ UHODWLQJ WR WUDGH UHODWL
FKDQJHV LQ JRYHUQPHQW DQG DFWLRQV WDNHQ E\ JRYHUQPHQWYV LQ M
LQFOXGLQJ LQ WKH 8 6 WKH HIIHFW RI FOLPDWH FKDQJH DQG UHODWH
FDSLWDO DQG LQVXUDQFH WKH HIIHFWV Rl WKH LQWURGXFWLRQ RI JUH
RSHUDWH F\EHU VHFXULW\ DQG RWKHU UHODWHG ULVNV WKH &RUSRU
HI[LVWLQJ FRQWUDFWV SRWHQWLDO FORVXUH DQG SRVW FORVXUH F
&RUSRUDWLRQ WKH &RUSRUDWLRQVV DELOLW\ WR SURWHFW RXU SURS
OHJDO SURFHHGLQJV DQG UHJXODWRU\ DFWLRQV WR ZKLFK WKH &RUSRL
ZLWK DQ\ FODLPV IRU LQIULQJHPHQW RI D WKLUG SDUWLHVV LQWHOOHF
LWV (6* WDUJHWV RU JRDOV DQG WKH FRVWV DVVRFLDWHG WKHUHZLV
3HRSOHV LQ FRQQHFWLRQ ZLWK SURMHFW DSSURYDO GLVFORVXUH FRC
DQG RWKHU ULVN IDFWRUV LGHQWLILHG LQ WKH $,) DQG IURP WLPH V
VHFXULWLHV UHJXODWRU\ DXWKRULWLHYV

7KH JXLGDQFH LQ UHVSHFW Rl WKH &RUSRUDWLRQ V H[SHFWDWLRQV RI
RUJDQLF JURZWK FDSLWDO VXVWDLQLQJ FDSLWDO DQG $52 H[SHQGLWX
LQ FRQWDLQHG LQ WKLV 0'$ PD\ EH FRQVLGHUHG WR EH D ILQDQFI
&DQDGLDQ VHFXULWLHYV ODZV 6XFK LQIRUPDWLRQ LV EDVHG RQ DVVXP
FRQGLWLRQV DQG SURSRVHG FRXUVHV Rl DFWLRQ EDVHG RQ PDQDJHP
FXUUHQWO\ DYDLODEOH DQG ZKLFK PD\ EHFRPH DYDLODEOH LQ WKH [X\
VWDWHPHQWY DQG DUH EDVHG RQ VHYHUDO PDWHULDO IDFWRUV DQG D
VLIQLILFDQWO\ IURP VXFK SURMHFWLRQV 6HH DERYH IRU D GLVFXVVLR
YDU\ 7KH ILQDQFLDO RXWORRN FRQWDLQHG LQ WKLV 0'$ KDV EHHQ DS
0'$ 5HDGHUV DUH FDXWLRQHG WKDW DQ\ VXFK ILQDQFLDO RXWORRN FR
RWKHU WKDQ WKRVH IRU ZKLFK LW LV GLVFORVHG KHUHLQ 7KH &RUSRU
RXWORRN FRQWDLQHG LQ WKLV 0'$ KDV EHHQ SUHSDUHG EDVHG RQ
FLUFXPVWDQFHV UHIOHFWLQJ PDQDJHPHQW V EHVW HVWLPDWHV DQG
PDQDJHPHQW V NQRZOHGJH DQG RSLQLRQ H[SHFWHG DQG WDUJHWHC
LQIRUPDWLRQ LV KLJKO\ VXEMHFWLYH LW VKRXOG QRW EH UHOLHG RQ I

$OWKRXJIK IRUZDUG ORRNLQJ VWDWHPHQWY FRQWDLQHG LQ WKLV 0' $ D
UHDVRQDEOH DVVXPSWLRQV WKH &RUSRUDWLRQ FDQQRW DVVXUH LQY
WKHVH IRUZDUG ORRNLQJ VWDWHPHQWY 7KH IRUZDUG ORRNLQJ VWDWH
DQG DUH H[SUHVVO\ TXDOLILHG E\ WKLV FDXWLRQDU\ VWDWHPHQW 8Q
ODZV 6(&85( GRHV QRW LQWHQG RU DVVXPH DQ\ REOLJDWLRQ WR XSGLEL
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$GGLWLRQDO LQIRUPDWLRQ LQFOXGLQJ WKH $,) DQG WKH $QQXDO )L
777 VHGDI DPQGVREP WKH &RUSRUDNWA ROV IZMWKBLUVW KD/ WKH LQIRUPDWLI

WKH KHDGNVQJ ) WFWHRFWARR QVKH $,) ZKLFK LV LQFRUSRUDWHG E\ UHIHUH
LOQIRUPDWLRQ RQ WKH &RUSRUDWLRQ V ZHEVLWH UHIHUUHG WR LQ WKLYV
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