


SHSRUW WR 6KDUHKROGHUV IRU WKH \HDU HQGHG 'HF

$00 ILQDQFLDO ILJXUHV DUH H[SUHVVHG LQ &DQDGLDQ GROODUV RU & DQG DOO UHIHUHQ

7KH &RUSRUDWLRQ V 1RQ *$$3 DQG 2WKHU )LQDQFLDO OHDVXUHY DUH GHWDLOHG LQ WKH $C
RSHUDWLQJ QHWEDFN EOHQG VDOHV ELWXPHQ UHDOL]DWLRQ QHW RI WUDQVSRUWDWLRQ D
RSHUDWLQJ FRVWY QHW RI SRZHU UHYHQXH QRQ HQHUJ\ RSHUDWLQJ FRVWV HQHUJ\ RSHUDW

0(* (QHUJ\ &RUS UHSRUWHG IXOO \HDU RSHUDWLRQDO DQG ILQDQFLDO

#, DP HIWUHPHO\ SURXG RI WKH VDIHW\ RSHUDWLQJ DQG ILQDQFLDO SH
(YDQV 3UHVLGHQW DQG &KLHI ([HFXWLYH 2IILFHU #5HFRUG DQQXDO DQ
LQGXVWU\ OHDGLQJ VWHDP RLO UDWLRV ZKLOH ZH UHSDLG DSSUR[LPDWH
VKDUHYVY ‘H UHPDLQ FRPPLWWHG WR RXU RQJRLQJ GHEW UHGXFWLRQ DQG
VKDUHKROGHU YDOXH WKURXJK DQG EH\RQG /RQJ WHUP YDOXH KDV
FROOHFWLYH VWUHQJWK RI RXU O(* WHDP $

+LIJKOLJKWYV LQFOXGH

( 5HFRUG DQQXDO ELWXPHQ EDURGNMFW SRIQ BID\ #NBRA\DBERLDWIDWLR
LQFOXGLQJ IRXUWK TXDUWHU DYHUDBHORM @ X8 ®H SURGXFWLRQ RI

( $GMXVWHG IXQGV PQRDRRRQ SHU VKDUH PQOGBLRRQGYV IORZ IURP RSH
DFWLYLWLHYV

( )UHH FDVK IORPLROICLIRMHWPLORLF@SLWDO H[SHQGLWXUHV

( '"HEW UHSD\BBQW RLOOLRQ DSSUR[LPDIWIMO\GHEWEGGIEDRAHGO WRRQ 8¢
DSSUR[LPDWHODMRYKH HQG RI WKH \HDU

( 0(*" UHWXUQHRGOMWRKDUHKROGHUV WKURPLO WKBIRBEXD EDFR[IRRDWHO\
Rl WKH '"HFHPEHU LVVXHG DQG RXWVWDQGLQJ VKDUHYV

( 2SHUDWLQJ H[SHQVHV QHW RBBHEZEHIUUHYHQRBHRI WRH YHIHUH \RRIS/HHIWD W
FRVWY UHVXOWLQJ LQ HQHUJ\ RSHUDWL GH B RDUW M W RG RDH H QUHH)
FRVWY RBHU EDUUHO )RXUWK TXDUWHU RSHUDWLQJ HBSHQ EB VY UHOW
LQFOXGLGHU EDUUHO RI HQHUJ\ RSHUDWLQJ FRVWVY QHW RI SRZHU U

SHU EDUUHO DQG

( 6XEVHTXHQW WR \HDU HQG O0(* V %9RDUG RI 'LUHFWRUV DSSURYHG V
H[LVWLQJ QRUPDO FRXUVH LVVXHU ELG 1&,% ZLWK WKH 7TRURQWR
DOORZ O0(* WR EX\EDFN XS WR RI LWV SXEOLF IORDW DV GHILQHG E\



JLODQFLDO 5HVXOWYV

$GMXVWHG IXQGV IORZ DQG IXQGV IORZ |URH ®6HBRBO W P QO MLARYE W EWIL N W Q\R
FRPSDUHGPUR®IRE PLOQIORQ PDLQO\ UHIOHFWLQJ KLJKHU :7, SULFHV
ELWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQWVRRBEWOGMUWLR QLVQGP B B UHDR H QHY SC

$QQXDOIUHH FDVK IORPIZOSRRODUHG PLRQRRQ +LIJKHWGMXVWHG IXQGV IOF
SDUWLDOO\ RIIVHW E\ FDSLWDO VSRRGQQR®O ZKPLLRKAIQR © U$ DWXHIE) WMRR X QG Z|
FRPSOHWHGXW ZDV QRW UHTXLUHG LQ WKH SULRU \HDU

1HW HDUQLQJIJMQFRIHDVH® LVDMUR® PLOQIRQ +LJKHUIXQGV IORZ IURP RSHU
DFWLYLWLHV ZDV SDUWLDOO\ RIIVHW E\ LQFUHDVHG GHIHUUHG WD[ H[SHC
XQUHDOL]HG IRUHLJQ H[FKDQJH ORVV RQ ORQJ WHUP GHEW

&DVK RSHUDWLQJ QHWBEBENEDRVH QWRED SHU EDUUH®GDL@O\ UHIOHFWLQJ C
ELWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH H]
UHGXFHG FRPPRGLW\ ULVN PDQDJHPHQW DFWLYLW\ FRPSDUHG WR

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQV SRUWIDNVILREBRE®O WVHGRWRIH H[
SHU EDUUHO GEUIWQURQJIJHUEHQFKPDUN SULFH ZDV SDUWLDOO\ RIIVHW E\ ZI
LQFUHDVHG QHW WUDQVSRUWDWLRQ DQG®(YWRUROH &RBN @V W DFRPSME B & PM?

IURP LQ UHIOHFWLQJ LQFUHPHQWDO HJUHVV RXW RI WKH (GPRQWRQ
/JLQH B5HSODFHPHQW 3URMHFW

2SHUDWLQJ 5HVXOWYV

%LWXPHQ SURGXFWLRBOWRY HD®WIRED LQ FRPSDUHG WROV G DB2® LQ
7KH SURGXFWLRQ LQFUHDVH UHIOHFWYV D FRQWLQXHG IRFXV RQ RSHUDWLC
FRPSOHWLRQ GHVLJQV DQG FDSLWDO HIILFLHQW ZHOO UHGHYHORSPHQW

1RQ HQHUJ\ RSHUDWLQJ FRVYWY EQPUHDVRG EWR XPR® VBBUVEDQUHO LQ
SULPDULO\ GXH WR LQIODWLRQDU\ LQFUHDVHY LQ FKHPLFDO WUHDKRH. QJ I
&RUSRUDWLRQ DOVR EHQHILWHG IURP JRYHUQPHQW OHG LQLWLDWLYHV
YRODWLOLW\ ZKLFK GHFUHDVHG QRQ HQHUJ\ RSHUDWLQJ FRVWYV

(QHUJ\ RSHUDWLQJ FRVWYV QHW RI SRUHEDUHWBRIRXED DG SBRIHEDUUHO LQ \
SULRU \HDU 7KH LQFUHDVH SULPBULDQDWIOHFOW\VDY BWURKISDUWLDOO\ R
SRZHU SULFHV 3RZHU DKGCHRXH GRHIWHW SHUDWDQG FRVAMASHEWLYHO\

*HQHUDO DQG DGPLQLVWUDWLPHOBRB® SH{S HFOWH HOWI| SURGXRWERQHGX U |
WR PLOORBQ SHU EDUUHO RI SURGHXFH\ILHRQVHQOHFWY LQFUHDVHG VWDII
WLPH UHFUXLWPHQW SB\P HOSHQ VAK EGIKPHILWHG IURP JRYHUQPHQW OHG LQ
WKURXJK XQSUHFHGHQWHG PDUNHW YRODWLOLW\

&DSLWDO $OORFDWLRQ 6WUDWHJ\

JUHH FDVK IORZ LV EHLQJ DOORFDWHG WR RQJRLQJ GHEW UHSD\PHQW
PLOBLRQHH FDVK IZRZFKQFRPELQHG ZLWK FDVK RQ KDQG ZDV XVHG
ELOOLRQ RI RXWVWDQGLQJ L QREL-OEBMR&DHMNAW DQG EX\EDFN

7KH &RUSRUDWLRQ VWDUWHG WKH \HDU DOORFDWLQJ DOO IUHH FDVK IOR.
QHW GHEW RI 86 ELOOLRQ WKH &RUSRUDWLRQ LQLWLDWHG WKH DOOR
EX\EDFNV ZLWK WKH UHPDLQGHU DSSOLHG WR GHEW UHGXFWLRQ $W WKH
ELOOLRQ DQG IUHH FDVK IORZ DOORFDWHG WR VKDUH EX\EDFNV ZDV UDL)
GHEW UHGXFWLRQ 7KLV DOORFDWLRQ ZLOO UHPDLQ XQWLO 86 PLOOLR
ZLWK QHW GHEW RO LFBQ



'"HEW 5HSXUFKDVHYV

'"HEW UHGXFWLRQVBWEHOMGELOOLRQ DSSUR[LPIDWFOX\GLQJEWRB LRPSXUFKD\
PLOOLRQ PLOOLRQ RI RXWVWDQGLQJ VHQLRU XQVHFXUHG QRWH
UHGHPSWLRQ RI 86 PLOOLRQ PLOOLRQ RI VHQLRU VHFXUHG VHF

6KDUH % X\EDFNV

"XULQJ\WIXWH HQHHH®P EHU 0(* UHSXUFKDVHG IRU PLDQBHRPEBRYLRIODUHY R
DSSUR[LPDWHO\ RI WKH RXWVWDQGLQRLMWMIER §® O UBDKARBDEAHHI W HW X U QI
$V WKH FXUUHQW 1&,% ZLOO H[SLUH RQ ODUFK 0(*V %RDUG RI 'LUHF

Rl 0(* V H[LVWLQJ 1&,% ZLWK WKH 76; 2QFH DSSURYHG LW ZLOO DOORZ |
GHILQHG E\ WKH 76; RYHU D RQH \HDU SHULRG

6 XVWDLQDELOLW\ DQG 3DWKzZD\V 8SGDWH

7KH &RUSRUDWLRQ UHPDLQV FRPPLWWHG WR LWW QR QIF RBIHHP I R W IORR IV UEH D

,Q HDUO\ WKH &RUSRUDWLRQ UHSODFHG LWV PLG WHUP WDUJHYV
HPLVVLRQV LQWHQVLW\ 6FRSH DQG 6FRSH IURP OHYHOV E\ ZL
*+* HPLVVLRQV 6FRSH DQG 6FRSH E\ PHIDWRQQHV SHU DQQXP E\ \
DSSUR[LPDWHO\ DEVROXWH 6FRSH DQG 6FRSH HPLVVLRQV IURP Ot

0(* DORQJ ZLWK LWV 3DWKZD\V $OOLDQFH $OOLDQFH SHHUV LV SURJUI
FDSWXUH DQG VWRUDJH SURMHFW ZKLFK ZLOO WUDQVSRUW &2 YLD SLSH
DQG SHUPDQHQWO\ LQ WKH &ROG /DNH UHJLRQ RI $OEHUWD ,Q WKH IRXL
SHHUV UHDFKHG D VLJQLILFDQW PLOHVWRQH HQWHULQJ LQWR D FDUERQ V
RI $OEHUWD DQG VWDUWLQJ WKH GHWDLOHG HYDOXDWLRQ RI WKH SURSR\
DQG LWV $OOLDQFH SHHUV FRQWLQXH WR ZRUN FORVHO\ ZLWK WKH IHGF
VXSSRUWV WKH SURJUHVV RI WKHVH ODUJH GHFDUERQL]DWLRQ SURMHFWYV
FRQWLQXHV WR DWWUDFW LQYHVWPHQW

JRU IXUWKHU GHWDLOV RQ WKH &RUSRUDWLRQ V DSSURDFK WR (6* PDWW!
Im% (6* 3HUIRUPDQFH 'DWD 6XSSOHPHQW Dmrﬁl_q WK H
777 PHIHQHIUDQBRIPQ WKH &RUSRUDWS PQ & DR\ DU F H FRP RQ

*XLGDQFH
*XLGDQFH
&DSLWDO H[SHQGLWXUHYV PLOOLRQ
%LWXPHQ SURGXFWLRQ DQQXDO DYHUDJH EEOV G
1RQ HQHUJ\ RSHUDWLQJ FRVWYV SHU EEO
* $ HISHQVH SHU EEO
Jé(é_g\l/)%FH LQFOXGHV WKH LPSDFW RI WKH VFKHGXOHG VHFRQG TXDUWHU WXUQDURXQC

6FRSH UHIHUV WR GLUHFW *+* HPLVVLRQV IURP VRXUFHV WKDW DUH RZQ
6FRSH UHIHUV WR LQGLUHFW *+* HPLVVLRQV WKDW UHVXOW IURP WKH JlI
VWHDP FRQVXPHG DW DVVHWYV RZQHG RU FRQWUROOHG E\ WKH &RUSRUDWI



$GMXVWHG )XQGV )ORZ $)) B6HQVLWLYLW\

0(*!'V SURGXFWLRQ LV HQWLUHO\ FRPSULVHG RI FUXGH RLO DQG $)) LV KL.
IROORZLQJ WDEOH SURYLGHY DQ DQQXDO VHQVLWLYLW\ HYWLPDWH WR WK

9DULDEOH 5DQJH $)) 6HQVLWLY IPW\

&6 'LITHUHQWLDO 86 EEO 86 EEO & PP

.7, 86 EEO 86 EEO & PP

&RQGHQVDWH 86 EEO 86 EEO & PP

WLWXPHQ 3URGXFWLRQ EEOV G EEOV G & PP

([FKDQJH 5DWH & 86 & PP

1RQ (QHUJ\ 2SH[ & EEO & EEO & PP

$(&2 *DW& *- & * . & PP
(DFK VHOVLWLYLW\ LV LQGHSHQGHQW Rl FKDQJHVY WR RWKHU YDULDEOHYV
$VVXPHV PLG SRLQW RI SURGXFWLRQ JXLGDQFH 86 EEO :7, 86 EEO :7, $:% (GPRQ
SXUFKDVHG DW RI :7, DQG RQH EEO RI ELWXPHQ SHU EEOV RI EOHQG VDOHV EO]
$VVXPHV * EEO RI ELWXPHQ RI 0: Rl SRZHU JHQHUDWLRQ VROG H[WHUQDOO\ D¢
QDWXUDO JDV SULFH FKDQJHV WKH SRZHU SULFH E\ & 0:K

$'9,625<

YRUZDUG /RRNLQJ ,QIRUPDWLRQ

7KLV UHSRUW FRQWDLQV IRUZDUG ORRNLQJ LQIRUPDWLRQ DQG VKRXOG

,QIRUPDWLRQ FRQWDLQHG ZLWKLQ WKH $GYLVRU\ VHFWLRQ Rl WKLV DQC
5HOHDVH

1RQ *$$3 DQG 2WKHU )LQDQFLDO OHDVXUHYV

&HUWDLQ ILQDQFLDO PHDVXUHV LQ WKLV UHSRUW WR VKDUHKROGHUV DU
ILQDQFLDO PHDVXUHV DQG FDSLWDO PDQDJHPHQW PHDVXUHV 7KHVH PHD
QRW EH FRPSDUDEOH WR VLPLODU PHDVXUHV SURYLGHG E\ RWKHU FRPSD
VKRXOG QRW EH FRQVLGHUHG LQ LVRODWLRQ RU DV DQ DOWHUQDWLYH IF
)56 30HDVH UHIHU WR VHFWLRQ 1RQ *$$3 DQG 2WKHU )LQDQFLDO OHD\

ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV IRU GHWDLOHG GHVFULSV



7KLV ODQDJHPHQW V 'LVFXVVLMRQ WRB BE@DMFLYO BREGLWLRQ DQG SHUIRU
0(* RU WKH &RUSRUBIMLRQHGHEEMWKH ZDV DSSURYHG E\ WKH &RUSRUD\
'LUHFWBHEURQU\ 7KLV 0'$ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK V
FRQVROLGDWHG ILQDQFLDO VWDWHPH QW) BOBHQ R VDG WWKKHHU Bl VRS FRUUD W K R
UHFHQWO\ ILOHG $QQXDO ,QIRUPDWLRQ )RUP #$,)$ 7KLV 0'$ DQG WKH [
DQG FRPSDUDWLYH LQIRUPDWLRQ KDYH EHHQ SUHSDUHG LQ DFFRUGDQF
#,)56$ DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGV %R
GROODUV H[FHSW ZKHUH RWKHUZLVH LQGLFDWHG

8QOHVV RWKHUZLVH LQGLFDWHG DOO SHU EDUUHO ILJXUHVY DUH EDVHG RC

&HUWDLQ ILQDQFLDO PHDVXUHV LQ WKLV 0' $ DUH QRQ *$$3 ILQDQFLDO PH
DQG FDSLWDO PDQDJHPHQW PHDVXUHV 7KHVH PHDVXUHV DUH QRW GHILQI
VLPLODU PHDVXUHV SURYLGHG E\ RWKHU FRPSDQLHV 7KHVH QRQ *$$3 DQC
LQ LVRODWLRQ RU DV DQ DOWHUQDWLYH IRU PHDVXUHV Rl SHUIRUPDQFH

1RQ *$$3 DQG 2WKHU )LQDQFLDO OHDVXUHV RI WKLV 0' $ IRU IXUWKHU C

1RQ *$$3 ILQDQFLDO PHDVXUHV DQG UDWLRYV

&DVK RSHUDWLQJ QHWEDFN

%OHQG VDOHV

%LWXPHQ UHDOL]DWLRQ

1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

%LWXPHQ UBD/OHUD@QHWOQNUDQVSRUWDWLRQ DQG VWRUDJH H[SHQ\
2SHUDWLQJ H[SHQVHV QHW RI SRZHU UHYHQXH

(INTHFWLYH UR\DOW\ UDWH

3HU EDUUHO ILJXUHV DVVRFLDWHG ZLWK QRQ *$$3 ILQDQFLDO PF

AN AN AN AN AN AN SN

6XSSOHPHQWDU\ ILQDQFLDO PHDVXUHY DQG UDWLRYV

( 1RQ HQHUJ\ RSHUDWLQJ FRVWV
( (QHUJ\ RSHUDWLQJ FRVWYV
( 3HU EDUUHO ILJXUHV DVVRFLDWHG ZLWK VXSSOHPHQWDU\ ILQDQ

&DSLWDO PDQDJHPHQW PHDVXUHYV
( $GMXVWHG IXQGV IORZ

( )UHH FEDVK IORZ
( 1HW GHEW



0'$ 7DEOH RI &RQWHQWYV

legas 1(a6 -(ﬁ,e|5,37,21

D3(5¢67 21%/ $1' ) 1$51& S/ +,*+/,*+76
68678 18bs,/,7<

D2857+ A48$57(5 + F+/,*+76

[1(z (s51 1*6] /266

[E(a(1d(6

$7,216

luss 1(66 (19 r;|21o(17
Lbz+(5 23(5$7 1*]5(68/76

Féggééé=égéééé§g=4T250$7,21
[ 48 ' 7< $1' &$3 7$/15(6285&(6
I;Mf

6+$5(6 28767K1"',1*

217568788/ 206/ *$7 216 &200 70(176 $1° &217,1*(1&,(6
121 *$$3 $1' 27+(5 ) 1$1& $/ 0($685(6

&5 7 &4/ $&&2817 1* 32/ & (4 $1' (67,057 (6
75$16%&7 216 - 7+ q(/4;|7(' 3%$57,(6

5 6 )$R&I7256

' 6&/2685( &21752/6 $1° {52&('85(6
17(51%$/ &21752/6 29(5 ) 1q;1za|,$/ 5(3257,1*
[$9%%5(9 §7,216

$'9 ad5<

$'' 7 2018/ 1)250$7,21

LRSE7(5/< KROS5, (6

$1184%/ 6800%$5,(6

OOO00000O00O00O0O0OO00O0O00O0O0O00O80"="=



%86,1(66 '(6&5,37,21

0(* LV DQ HQHUJ\ FRPSDQ\ IRERVHBKKQPDXOVRDQ BIERIBXFWLRQ LQ WKH \
UHJLRQ RI $OEHUWD &DQDGD O(* LV DFWLYHO\ GHYHORSLQJ LQQRYDWL
DVVLVWHG JUDYLW\ GUDLQDJH 6%$* H[WUDFWLRQ PHWKRGV WR LPSUR
DV ORZHU FDUERQ HPLVVLRQV 0(* WUDQVSRUWY DQG VHOOV WKHUPDO
FXVWRPHUV WKURXJKRXW 1RUWK $PHULFD DQG LQWHUQDWLRQDOO\

0(* RZzQV D ZRUNLQJ LQWHUHVW LQ DSSURI[LPDWHOVWG VTXBDUH DPQC
LOQOGHSHQGHQW TXDOLILHG UHVHUYHV DQG UHVRXUFHV HYDOXDWRU H\
DSSUR[LPDWHO\ ELOOLRQ EDUUHOV RI JURVV SURYHG SOXV SUREDI
SURMHARW UHSRUW SUHSDUHG E\ */- LV GDWHG HIIHFWLYH DV RI '"HFHPEF
HYWLPDWHG UHVHUYHYV FRQWDLQHG LQ WKH UHSRUW SUHSDUHG E\ */-
$QQXDO ,QIRUPDWLRQ )RUP ZKLFK LV DYDLODEOH RQ WKH &RUSRUDWI
DYDLODEOH RQ WKH 6('$5 ZHEVLWH DW ZZZ VHGDU FRP

7KH &KULVWLQD /DNH 3URMHFW ZKLFK FRQWINLOQMIXOOWFRKH RBEBRYDW

EEOV G Rl SURGXFWLRQ $W D VWHDP RLO UDWLR RI 0(* KD
DSSUR[LPDWHO\ EEOV G DW LWV &KULVWLQD /DNH FHQWUDO SOC
PDLQWHQDQFH DFWLYLW\ RU RXWDJHV 7KH W\A\SLFDO DYHUDJH DQQXDO
DSSUR[LPDWHO\ WR DQG DW DQ DQQXDO SURGXFWLRQ OHYHO RI

UHVHUYH OLIH LQGH[ RI JUHDWHU WKDQ \HDUYV

7KH &RUSRUDWLRQ KDV EHHQ DEOH WR UHDOL]H SURGXFWLRQ JURZW
PLQLPL]LQJ 625 DQG DVVRFLDWHG JUHHQKRXVH JDV  *+* HPLVVLRQV L
WHFKQRORJLHVY LQFOXGLQJ O0(* V SURSULHWDU\ UHVHUYRLU WHFKQRO|
UHTXLUHG WR SURGXFH D EDUUHO RI ELWXPHQ O(* DOVR XVHV FRJHQH
JHQHUDWLRQ WR FUHDWH VWHDP DQG SRZHU IURP D VLQJOH KHDW VR.
KDYH HQDEOHG 0(* WR ORZHU LWV *+* HPLVYVLRQ WLQBKKN QNI VWARRORUPHH \& K L
DYHUDJH FDOFXODWHG EDVHG RQ GDWD UHSRUWHG WR (QYLURQPHQW &
(OHFWULF 6\VWHP 2SHUDWRU ,Q DGGLWLRQ LQ DV SDUW Rl D ELU
HQKDQFHG FRPSOHWLRQ GHVLIJQV DQG RSWLPL]HG LQWHU ZHOO VSDFL
DYHUDJH 6258(RI FRPSDUHGQVRLQWOHY WU\ YROXPH ZHLIJKWHG DYHUDJH RI

ODUNHWLQJ 6WUDWHJ\

7KH &8RUSRUDWLRQ HPSOR\V D PDUNHWLQJ VWUDWHJI\ WKDW GHOLYHUYV
1RUWK $PHULFD DQG LQWHUQDWLRQDOO\ 0(* RZQV OHDVHV DQG FRQW
VWRUH DQG GHOLYHU $:% WR FXVWRPHUV 0(* KDV EEOV G RI FRQ
)ODQDJDQ 6RXWK DQG 6HDZD\ SLSHOLQH VA\VWHPV #)63%6 SURYIL&RDY VS|

86*& UHILQHULHY DQG H[SRUW WHUPLQDOV O0(* LV DOVR D VKLSSHU RQ
ZKLFK ZKHQ LQ VHUYLFH ZLOO SURYLGH 0(* ZLWK EEOV G RI FF
&DQDGD!V :HVW &RDVW O0(* KDV SURSULHWDU\ DQG FRQWUDFWHG RLO V
LQ $OEHUWD DQG VWUDWHJILF ORFDWLRQV LQ WKH 8 6 ZLWK PDULQH ¢
FRPELQDWLRQ RI SLSHOLQH DFFHVV VWRUDJH FDSDFLW\ DQG PDULQH |
GLYHUVLILHG ORQJ WHUP DQG UHOLDEOH PDUNHW DFFHVV WR ZRUOG R

0(* KDV D ORQJ WHUP FRPPLWPHQW WR GHOLYHU $:% RQ WKH $FFHVV ¢
(GPRQWRQ PDUNHW FRQQHFWLQJ WR ORFDO UHILQHULHY DQG H[SRUW S
EOHQG SLSHOLQH V\VWHP DQG GLOXHQW SLSHOLQH V\WVWHP 7KH $:% E
SURMHFW WR (GPRQWRQ 7KH GLOXHQW SLSHOLQH V\VWHP UXQV IURP V
DQG DOORZV O0(* WR HIIHFWLYHO\ PDQDJH LWV ORFDO DQG LPSRUW VRXI
&KULVWLQD /DNH SURGXFWLRQ 7KH GLOXHQW VA\VWHP UHFHLYHV YROXEF
DQG IUDFWLRQDWLRQ IDFLOLWLHY DV ZHOO DV LPSRUWHG GLOXHQW Y
GLOXHQW V\VWHP LV ZHOO FRQQHFWHG WR NH\ SLSHOLQH DQG VWRUDJF
LQFOXGLQJ WKH (QEULGJH 7(33&2 DQG 6RXWKHUQ /LIKWV LPSRUW SLSHC
SURYLGHV D UDQJH RI GLOXHQW VXSSO\ DOWHUQDWLYHY DQG KHOSV WF

$QQXDO GDWD DV SHU WKH $OEHUWD (QHUJ\ 5HIXODWRU 67



,Q WKH (GPRQWRQ DUHD O0(* KDV DSSUR[LPDWHO\ PLOOLRQ EDUUHO\
DSSUR[LPDWHO\ EDUUHOV RI FDSDFLW\ FRQWUDFWHG DW WKH ¢
FRQQHFWHG WR WKH $FFHVVY 3LSHOLQH 6\VWHP DQG SURYLGHV WKH &R
WR D YDULHW\ RI PDUNHWYV LL DFFHVV PXOWLSOH VRXUFHV RI GLOXH
SHULRGV RI PDUNHW DQG WUDQVSRUWDWLRQ GLVUXSWLRQV RU FRQVWU

0(* KDV FRQWUDFWHG SLSHOLQH FDSDFLW\ VWRUDJH FDSDFLW\ DQG PD
O(* KDV FRQWUDFWHG IRU DSSUR[LPDWHO\ PLOOLRQ EDUUHOV RI VWR
%HDXPRQW 7H[DV O0(* KDV DOVR FRQWUDFWHG FDSDFLW\ RQ WKH %D\R
H[SRUW IDFLOLWLHV EH\RQG 7H[DV

23(5$7,21%/ $1' ),1$1&,$/ +,*+/,*+76

7KH &RUSRUDWLRQ DFKLHYHG UBFAXGLQHVXGW \FBMXEDMERI RW HDUQLQJ
PLOO&RQWULEXWLQJ WR WKHVHLRFKHDWHP HQWWKED:V,DSULFH DV ZH
TXDUWHU DQG DQQXDO ELWXPHQ DURG XEWURG YR GKRHEDRI UHVSHFWLY F

JUHH FDVK IORZ FRPELQHG ZLWK WKH RSHQLQJ FDVK EDODQFH ZzZDV XV
VWUDWHJI\ 'HEW UHSD\BHEQW EQODIRMRWPOMEHOODQRAKQGHU WKH QRUPDC
LVVXHU ELG 1&, % WKH &R UPLIRGDRY KO WHKWRDOWGEHLUE WKURXIKL WEHRQHS
VKDUHV IRU FDWQ BISSOR W ER@GVWKO\ '"HFHPEHU LVVXHG DQG RXWVWDQ

JLQDQFLDO 5HVXOWY DQG &DSLWDO 5HVRXUFHV

7KH :7, EHQFKPDUN SULFMNHDUFEMBVHEDE) SDUWLDOO\ RIIVHW E\ ZLGHU
FRQWULEXWHG WR LQFUHDVHG IXQGV |0 PZ 0ORRBFSHWUWOWW G DFWGLW LR .
PLOOLRQFRPSDUHG PALR MR PLOOWRWYSHFWLYH®BH BRUSRUDWLRQ V UHD
VDOHV SULFH DYMBWNIEGUUHPRRODUHG WSRHU EDUUHSULBDULO\ GULYHQ |
LQFUHDVH LQ WKH :7, EHQFKPDUN SULFH SDUWLDOO\ RIIVHW E\ ZLGHU G

&DSLWDO H[SHQGLWXUHVZEXHLPLO DRI PLOOURYSHFWLYHO\ DQG ZHUHI
IRFXVHG RQ VXVWDLQLQJ DQG PDLQWHQDQFH DFWLYLRBLWV EQOBORRE \
FRPSDUHG LD QRQRQ

"HEW UHGXFWERQ WRWDSOBRGR[LPDWHO\LQFOKIGRQURWKH UHSRUBGKDLREA RI

DSSUR[LPDWHO\RI RRWO/OLIR@GLQJ VHQLRU XQVHFXUHG QRWHV DW |
DQG WKH UH®BHPSWLEQLRKQ DSSUR[LPDRMHO\ VHBLAOLRHFXUHG VHFRQG

7KH &RUSRUDWLRQ VWDUWHG WKH \HDU DOORFDWLQJ DOO IUHH FDVK

UHDFKLQJ QHW GHEW RI 86 ELOOLRQ WKH &RUSRUDWLRQ LQLWLDWHC
WR VKDUH EX\EDFNV ZLWK WKH UHPDLQGHU DSSOLHG WR GHEW UHGXFW
WRG6 ELODQBRQIUHH FDVK IORZ DOORFDWHGWRRD®KDBH. EDXWEDIF\NV  ZDLM

UHPDLQGHU DSSOLHG WR GHEW UHGXEWWR@HWH R EWSRIURE LRQ H[LWHG
2WKHU +LJKOLJKWYV

$QQXDO ELWXPHQ SURGXFWLREDROKCW\S DUFHREPDBIHMH G VERUUHOV SHU GI

LQ ZKLFK FR® WHLEXDMH G IXQGV IORZ IURP RSHUDWLQJ DFWLYLWL
UHIOHFWV VWURQJ RSHUDWLRQDO SHUIRUPDQFH IROORZLQJ WKH W

SURGXFWLRQ LQFUHDVH ZDV DFKRHPSHDE DGLWRORZHU 625 RI

7KH &RUSRUDWLRQ UHFRJQL]JFMGCO QRQ HRPRDLQHG MR AIORQ ,QFUHDVHG

HDUQLQJV PDLQO\ UHIOHFW D KLJKHU ELWXPHQ UHDOL]DWLRQ DIWHU QH
LQFUHDVHV LQ GHIHUUHG WD[ H[SHQVH GHSOHWLRQ DQG GHSUHFLDWLF
8 6 GROODU GHQRPLQDWHG GHEW 1HW HDUQLQJV LQ ZHUH UHG:
PDQDJHPHQW ZKHUHDV WKH &RUSRUDWLRQ ZDV QRW LPSDFWHG E\ VLJC



2XWORRN
2Q 1RYHPEHU WKH &RUSRUDWLRQ UHOHDVHG LWV FDSLWDO JX|

7KH &RUSRUDWLRQ LV HVWLPDWLQJ QRQ HQHUJ\ RSHUDWLQJ FRVWYV
EHWZHHQ SHU EDUUHO DQG SHU EDUUHO UHVSHFWLY

$YHUDJH DQQXDO ELWXPHQ SURGXFWLRQ IRU LV HVWLPDWHG DW
LPSDFW RI DWERKKRORWKEG&EH &KULVWLQD /DNH 3KDVH DQG IDFLOLWLE
H[SHFWHG WR LPSDFW IXOO \HDU SURGXFWLRQ E\ DSSUR[LPDWHO\ E

7KH 4RUSRUDWLRQ V LPSURYHG EDODQFH VKHHW DQG VWURQJ RSHUDW
HQYLURQPHQW SURYLGH D VROLG IRXQGDWLRQ WR IXQG WKH FDS
GLITHUHQWLDO ULVN PDQDJHPHQW FRQWUDFWY KDYH EHHQ HQWHUHG IR

6HOHFWHG 2SHUDWLRQDO DQG )LOQDQFLDO ,QIRUPDWLRQ
7KH IROORZLQJ WDEOH VXPPDUL]HVY VHOHFWHG RSHUDWLRQDO DQG ILQI

QRWHG $00 GROODU DPRXQWV DUH VWDWHG LQ &DQDGLDQ GROODUYV
DUH EDVHG RQ ELWXPHQ VDOHV YROXPHYV

7KUHH PRQWKY HQGHG<HBHYHPHEM®HG 'HFHPEHU

PLOOLRQV H[FHSW DV LQGLFDWHG

NWLWXPHQ SURGXFWLRQ EEOV G
6WHDP RLO UDWLR

%LWXPHQ VDOHV EEOV G

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ
DQG VWRUDJH EHE®HQVH

2SHUDWLQJ H[SHQVHYV EEO
2SHUDWLQJ H[SHQVHYVY QHW RI SRZHU UHYHQXH
EEO

1RQ HQHUJ\ RSHUDWILEX) FRVWYV
&DVK RSHUDWLQJEEWWEDEFEN

*HQHUDO DGPLQLVWUDWLYH HJ
EEO RI ELWXPHQ SURGXFWL
)XQGV IORZ IURP RSHUDWLQJ DF
3HU VKDUH GLOXWHG
$GMXVWHG IXQGV IORZ
3HU VKDUH GLOXWHG
JUHH FDVK IORZ

S5HYHQXHYV

I1HW HDUQLQJV ORVYV
3HU VKDUH GLOXWHG

&DSLWDO H[SHQGLWXUHYV

/IRQJ WHUP GHEW LQFOXGLQJ FXUUHQW SRUWLRQ
1HW GHEW &
1HW GHEW 86

SHQVH
RQ YROXPHYV

WLYLWLHV

1RQ *$$3 ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *$%$3 DQG
6XSSOHPHQWDU\ ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *§
&DSLWDO PDQDJHPHQW PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *$$3 D



6867%,1%$%,/,7< $1' 3$7+:$<6 83'$7(

7KH &RUSRUDWLRQ UHPDLQV FRPPLWWHG WR LWV ORQ@QC WHRIPHIRDO R
HPLVVLRQV E\ ,Q HDUO\ WKH &RUSRUDWLRQ UHSODFHG LWV Pl
ELWXPHQ *+* HPLVVLRQV LQWHQVLW\ 6FRSH DQG 6FRSH IURP C
UHGXFLQJ LWV DEVROXWH *+* HPLVVLRQV ©6FRSH DQG 6FRSH E\
UHSUHVHQWLQJ D UHGXFWLRQ RI DSSUR[LPDWHO\ DEVROXWH 6FRSH

0(* DORQJ ZLWK LWV 3DWKZD\V $OOLDQFH $OOLDQFH SHHUV LV SUJ
FDUERQ FDSWXUH DQG VWRUDJH SURMHFW ZKLFK ZLOO WUDQVSRUW &:
VWRUHG VDIHO\ DQG SHUPDQHQWO\ LQ WKH &ROG /DNH UHJLRQ RI $OE}
DQG LWV $OOLDQFH SHHUV UHDFKHG D VLJQLILFDQW PLOHVWRQH HQWH
ZLWK WKH *RYHUQPHQW RI $OEHUWD DQG VWDUWLQJ WKH GHWDLOHG +
VWRUDJH KXE 7KH &RUSRUDWLRQ DQG LWV $0O0OLDQFH SHHUV FRQWLQ
JRYHUQPHQWYV WR ODQG RQ SROLF\ WKDW VXSSRUWV WKH SURJUHVV RI
&DQDGD UHPDLQV JOREDOO\ FRPSHWLWLY HQ DIGG ERQ WQ QXRI \& QLR DW M & B
(PLVVLRQV WKH &RUSRUDWLRQ FRQWLQXHV WR SURJUHVV HDFK Rl WKt
,QGLJHQRXV 5HODWLRQV DQG :DWHU DQG :DVWHZDWHU ODQDJHPHQW

JRU IXUWKHU GHWDLOV RQ WKH &RUSRUDWLRQ!V DSSURDFK WR (6* PD'
SHSRUW DQG LWV (6* 3HUIRUPDQFH 'DWD 6XSSOHPHQW DYDLODE
&RUSRUDWLRFX77®HEIVH WHUDQYERWKH PRVW UHFEODWEBGNDWHRBPS,) RQ

)2857+ 48%$57(5 +,*+/,*+76

TKHRXUWK TXDUWHDPD RILPBRYHPHQRWYHUDJH ELWXPH®QSURSXRWHRIDOW L
625FRPSDUHG WR WKH VDRH I®SHFMRIQ RVWURQJ RSHUDWLRQDO SHUIRUP
FRPSOHWHG LQ -XQH DQG WKH VXFFHVVIXO GHOLYHU\ RI WKH &RUSR
XS RI WKH &¢RUSRUDWLRQ V PRVW UHFHQW 6%*" ZHOO SDG ZKLFK VXFFH
GHVLIQV

'"HVSLWH VWURQJ REWUIDIMLQLQUN VX HDRMMELRE. QRXNKWHK TXDUMRIRSRUHG
WR PLOGLDRIQQJ WKH VDPH BBIUQAG URH I O HHF SV IQW LKR.Q KIHQIGIBESHSQNHHF LDDQMGL R
FRPPRGLW\ ULVN PDQDJHPHQW ORVVHY SDUWLDOO\ RIIVHW E\ GHFUHDV}

7KH IROORZLQJ WDEOH UHFRQFLOHV IXQGV IORZ IURP RSHUDWLQJ DFWL

7TKUHH PRQWKY HQGHG '"HFHF

PLOOLRQYV
)XQGV IORZ IURP RSHUDWLQJ DEWLYLWLHYV
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XQLWV VXEMHFW WR HTXLW\ SULFH UL
PDQDJHPHQW

3D\PHQWYV RQ RQHURXV FRQWUDFW
$GMXVWHG IXQGV IORZ
$V RI -XQH WKH LPS R DBWHRIQWKXHR/RY HG HHR\RP WKH FDSLWDO PDQDJHPH

)XQGV )ORZ $00 SULRU SHULRG PHDVXUHV KDYH EHHQ DGMXVWHG WR FRQIF
VHFWLRQ 1RQ *$$3 DQG 2WKHU )LQDQFLDO OHDVXUHV RI WKLV 0' $

6FRSH UHIHUV WR GLUHFW *+* HPLVVLRQV IURP VRXUFHV WKDW DUH RZQ
6FRSH UHIHUV WR LQGLUHFW *+* HPLVVLRQV WKDW UHVXOW IURP WKH J
VWHDP FRQVXPHG DW DVVHWYVY RZQHG RU FRQWUROOHG E\ WKH &RUSRUDWI



7TKH LQFUHDVH LQ IXQGV IORZ IURP IRRXHUWDKW T ® D DR YRIDW IHHGY VERK UWALIKOH |\
SHULRG RPDLQO\ UHIOHFWV WKH DEVHQFH RI FRPPRGLW\ ULVN PDQD
PDQDJHPHQW OIRWWAW LTX WKWMHEXKFHG IXQGY IORZ IURP RSHUDWLQJ DFW
FRPPRGLW\ ULVN PDQDJHPHQW DARRXYWK\TWRRWEBD RBRUSRUDYLRXBDOVR
UHFRUG DYHUDJH EOHQG VIIEEKOW GROXRKYWMWHKHKDUWARPRDUHG WR
EEOV G LQ WKH VDPH BHWKRERRIH WKDQ RIIVHW ZLGHU :7, $:% GLIIH]
WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

7TKUHH PRQWKY HQGHG 'HFHPEH

PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO

6DOHV IURP SURGXFWLRQ
6DOHV IURP SXUFKDVHG SURGXFW

SHWUROHXP UHYHQXH
3XUFKDVHG SURGXFW

%OHQG VDOHYV
"LOXHQW H[SHQVH

%LWXPHQ UHDOL]DWLRQ
1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH H[SF
5R\DOWLHYV

2SHUDWLQJ H[SHQVHV QHW RI SRZHU UHYHQXH

5HDOL]HG JDLQ ORVV RQ FRPPRGLW\ ULVN PDQDJHPHQW

&DVK RSHUDWLQJ QHWEDFN

NLWXPHQ VDOHV YROXPHVY EEOV G

6DOHVY DQG SXUFKDVHV RI RLO SURGXFWV UHODWHG WR PDUNHWLQJ DVVHW R
%OHQG VDOHV SHU EDUUHO DUH EDVHG RQ EOHQG VDOHV YROXPHV

1RQ *$$3 ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *$$3 DQG
1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH LQFOXGHV FRVWV DVVRFLDW
GHOLYHU\ QHW RI WKLUG SDUW\ UHFRYHULHV RQ GLOXHQW WUDQVSRUWDWLF



'XULQJIRWKHN K TXDUWHRWDIO FDVK RSHUDWLQJ @HRW EDLFONDALARREBLCH.CH/GH GV I\

PLOGLROLQJ WKH VDPH $HUDMGOREQAWHDVHG EOHQG VDOHV YROXP
EHQFKPDUM GB® LFRIWLIQLILFDQW FRPPRGLW\ ULVN PDQDJHPHQW FR(
RIIVHW E\ ZLGHU :7, $:% GLIIHUHQWLDOV LQFUHDVHG GLOXHQW DQG QF
UR\DOWLHYV

'"XULQIRKKMHWK TXDUWBVKRRSHUDWLQJ QHWRDFNSHQ FEIHDUMHH@ FRPSDUHG )
SHU EDUUHO LQ WKH VPPHQ®HULRI® REWLQJ ORZHU RSHUDWLQJ H[SHQVEF
VLIQLILFDQW FRPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWYVY 7KHVH ID
DQRG QHW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH DQG KLJKHU UR\D

1(7 ($51,1*6

PLOOLRQV H[FHSW SHU VKDUH DPRXQWYV

1HW HDUQLQJV
3HU VKDUH GLOXWHG

,QFUHDVHG QHW HDUQLQJV SULPDULO\ UHIOHFW VWURQJHU ELWXPF

H[SHQVH SDUwWLDOO\ RIIVHW E\ LQFUHDVHYVY LQ GHIHUUHG WD[ H[SHQ\

XQUHDOL]HG IRUHLJQ H[FKDQJH ORVVY RQ 8 6 GROODU GHQRFAHWHWHG

UHGXFHG E\ UHDOL]J]HG ORVVHV RQ FRPPRGLW\ ULVN PDQDJHPHQW ZKHU
FRPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWYV



5(9(18(6

5HYHQXHV DUH FRPSULVHG RI SHWUROHXP UHYHQXH LQFOXGLQJ VDOH\
RSWLPLIDWLRQ QHW RI UR\DOWLHVY DQG RWKHU UHYHQXH

PLOOLRQV

6DOHV IURP
SURGXFWLRQ
3XUFKDVHG SURGXFW

SHWUROHXP UHYHQXH
5R\DOWLHV

SHWUROHXP UHYHQXH QHW RI UR\DOWLHV

3RZHU UHYHQXH
7TUDQVSRUWDWLRQ UHYHQXH

2WKHU UHYHQXH

SHYHQXHV

7KH DVVRFLDWHG WKLUG SDUW\ SXUFKDVHVY DUH LQFOXGHG LQ WKH FRQVRC
LOQFRPH ORVV XQGHU WKH FDSWLRQ 3XUFKDVHG SURGXFW

'XULQJ SHWUROHXP UHYHQXH QHW R IEUQIIRBRY LHNOIDQ R Q$IDS/HIRS VPR W H O \

ELO®RLROMHJBRBHXP UHYHQXH LQFUHDVH UHVXOWHG IURP KLJKHU DYHL
7, SULFHV %OHQG VDOHV YROXPHV LQEWODNMRY ISH\WBEBBXAVWENUE XS |
E\ KLJKHU UR\DOWLHYV

S5HYHQXHV LQFOXGH WKH VDOH RI WKLUG SDUW\ SURGXFWV UHODWHG W
SXUFKDVH RI WKLUG SDUW\ SURGXFWV LV UHFRJQL]JHG ZLWKLQ 3XUF¥
XQGHUWDNHQ WR UHFRYHU IL[HG FRVWV UHODWHG WR XQGHUXWLOL]HG
GRHV QRW HQJDJH LQ VSHFXODWLYH WUDGLQJ 7KH SXUFKDVH DQG VDO
RSWLPL]JDWLRQ DFWLYLWLHY UHTXLUHV WKH HOLPLQDWLRQ RI SULFH U
%RDUG RI 'LUHFWRUV ZKLFK FDQ EH DFKLHYHG HLWKHU WKURXJK SK\
PDQDJHPHQW

5(68/76 2) 23(5$7,216

NLWXPHQ 3URGXFWLRQ DQG 6WHDP 2LO 5DWLR

LWXPHQ SURGXFWLRQ EEOV G
6WHDP RLO UDWLR 625

%LWXPHQ 3URGXFWLRQ

%LWXPHQ SURGXFWLRQ L\GHPUHDAMBEHBEHUQJ WHKHOHFWLQJ VWURQJ RS
SHUIRUPDQFH LQ WKH VHFRQG KDOI RI GULYHQ E\ D FRQWLQXHG
RSWLPL]HG ZHOO VSDFLQJ HQKDQFHG FRPSOHWLRQ GHVLJQV DQG D F
WXUQDURXQG DV ZHOO DV DQ XQSODQQHG HOHFWULFDO HYHQW DW W
TXDUWHU RI ZKLOH QR VLJQLILFDQW WXUQDURXQG ZDV FRPSOHWHG

6WHDP 2LO 5DWLR

7KH &RUSRUDWLRQ XVHV 6%$* WHFKQRORJ\ WR UHFRYHU ELWXPHQ ,Q ¢
UHVHUYRLU WR PRELOL]H ELWXPHQ ZKLFK LV WKHQ SXPSHG WR WKH VX



625 ZKLFK LV DQ HIILFLHQF\ LOQOGLFDWRU WKDW PHDVXUHV WKH DYHUDJ
IRU HDFK EDUUHO RI ELWXPHQ SURGXFHG IU®H XPSBBUIGDWREG W SUKRH L
GHSOR\PHQW RI HQKDQFHG FRPSOHWLRQ GHVLJQV GHOLYHU\ RI WK
GHYHORSPHIQWKRUK TXDOLW\ UHVRXUFH

)XQGV )ORZ IURP 2SHUDWLQJ $FWLYLWLHY DQG $GMXVWHG )XQGV )ORZ

)XQGV IORZ IURP RSHUDWLQJ DFWLYLWLHV LV DQ ,)56 PHDVXUH LQ WKH
$GMXVWHG IXQGV IORZ LV FDOFXODWHG DV IXQGV IORZ IURP RSHUDWL
RUGLQDU\ FRQWLQXLQJ RSHUDWLQJ UHVXOWYV $GMXVWHG IXQGV IORZ |
RSHUDWLQJ SHUIRUPDQFH DQG FDVK IORZ JHQHUDWLQJ DELOLW\ %\ HJF
WKH DGMXVWHG IXQGV IORZ PHDVXUH HVWDEOLVKHV D FOHDUHU OLQN E

7KH IROORZLQJ WDEOH UHFRQFLOHV IXQGV IORZ IURP RSHUDWLQJ DFWL

PLOOLRQV

)XQGV IORZ IURP RSHUDWLQJ DFWLYLWLHV
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XQLWV VXEMHEW WR HTXLW\ SULFH UL
PDQDJHPHQW

5HDOL]JHG HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ
3D\PHQWYV RQ RQHURXV FRQWUDFW
BHWWOHPHQW H[SHQVH

$GMXVWHG IXQGV IORZ

$GMXVWHG IXQGV IORZ SHU VKDUH GLOXWHG

$V RI -XQH WKH LPSDFW Rl WKHVH LWHPV KDV EHHQ UHPRYHG IURP WK
YORZ $00 SULRU SHULRG PHDVXUHV KDYH EHHQ DGMXVWHG WR FRQIRUP WR \
1RQ *$$3 DQG 2WKHU )LQDQFLDO OHDVXUHV RI WKLV 0' $

'XULQJ WKH WKLUG TXDUWHU RI WKH &RUSRUDWLRQ UHDFKHG DQ DJUHHP
UHODWLQJ WR OHJDF\ LVVXHV LQYROYLQJ D XQLW WUDLQ WUDQVORDGLQJ ID
WKH VXP RI PLOOLRQ LQ IXO0 DQG ILQDO VHWWOHPHQW Rl WKH FODLP DQG



'XULQJ IXQGV IORZ IURP RSHUDWLQJ DFWLYLWLHY DQG DGMMWHG 1XC(
PDLQO\ E\ D KLJKHU FDVK RSHUDWLQJ QHWEDFN $GGLWLRQDOO\ UHD
UHGXFHG DGMXVWHG IXQGV IORZ LQ WKDW \HDU ZKLOH WKHUH ZDV QR V
, QWHUHVW H[SHQVH GHFOLQHG LQ 86 L PDELLADA LERXH WRSCGREVW DWB R F W



&DVK 2SHUDWLQJ 1IHWEDFN

7KH IROORZLQJ WDEOH VXPPDUL]HV WKH &RUSRUDWLRQ V FDVK RSHUD
EDUUHO FDOFXODWLRQV DUH EDVHG RQ ELWXPHQ VDOHV YROXPH

PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO

6DOHV IURP SURGXFWLRQ
6DOHV IURP SXUFKDVHG SURGXFW

SHWUROHXP UHYHQXH
3XUFKDVHG SURGXFW

%OHQG VDOHYV
'"LOXHQW H[SHQVH

%LWXPHQ UHDOL]DWLRQ
1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH H[SH
5R\DOWLHV

2SHUDWLQJ H[SHQVHV QHW RI SRZHU UHYHQXH

5HDOL]J]HG JDLQ ORVV RQ FRPPRGLW\ ULVN PDQDJHPHQW

&DVK RSHUDWLQJ QHWEDFN

%NLWXPHQ VDOHV YROXPHYV EEOV G

6DOHYVY DQG SXUFKDVHV RI RLO SURGXFWYV UHODWHG WR PDUNHWLQJ DVVHW R
%0OHQG VDOHYVY SHU EDUUHO DUH EDVHG RQ EOHQG VDOHV YROXPHV

1RQ *$$3 ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *$$3 DQG
1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH LQFOXGHV FRVWYV DVVRFLDW
GHOLYHU\ QHW RI WKLUG SDUW\ UHFRYHULHY RQ GLOXHQW WUDQVSRUWDWLF



'XULQJ FDVK RSHUDWLQJ QHWERFNELQEIRRPGEDVHGE G BMRDQRQ PDLQO\
UHIOHFWLQJ VWURQJHU :7, EHQFKPDUN SHKLBFKNU LEMHEHEY H I8 HBO HIDEG
VLIQLILFDQW FRPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWYV 7KHVH II
GLIIHUHQWLDOV DQG LQFUHDVHG GLOXHQW H[SHQVH QHW WUDQVSRU\
H[SHQVHV QHW RI SRZHU UHYHQXH

%LWXPHQ 5HDOL]DWLRQ DIWHU 1HW 7UDQVSRUWDWLRQ DQG 6WRUDJH ([?

%LWXPHQ UBDMDOHIIDQYWHWOQWUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH UHSL
FDOFXODWHG DV EOHQG VDOHV OHVV GLOXHQW H[SHQSHHV@YE XQ R® B
EDUUHO RI ELWXPHQ VROG EDVLVY %OHQG VDOHV UHSUHVHQWYV WKH &R
ZKLFK LV FRPSULVHG RI ELWXPHQ SURGXFHG DW WKH &KULVWLQD /DNH
H[SHQVH LV LPSDFWHG E\ &DQDGLDQ DQG 8 6 EHQFKPDUN SULFLQJ WK
E\ SLSHOLQH VSHFLILFDWLRQ VHDVRQDOLW\ WKH FRVW RI WUDQVSRUW
DQG 86*& PDUNHWY WKH WLPLQJ RI GLOXHQW LQYHQWRU\ SXUFKDVHYV
UHODWLYH WR WKH 8 6 GROODU 7KH FRVW RI GLOXHQW SXUFKDVHG L
YROXPHVY 7KH &RUSRUDWLRQ V PDUNHWLQJ VWUDWHJI\ IRFXVHV RQ PDJL
DQG VWRUDJH H[SHQVH E\ XWLOL]JLQJ LWV QHWZRUN RI SLSHWRARHOQG
UHDOLIDWWHRD QHW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH SHU EI
EHQFKPDUN SULFHVY DQG OLJKW KHDY\ RLO GLIITHUHQWLDOYV

7KH SXUFKDVH DQG VDOH RI WKLUG SDUW\ SURGXFWY UHODWHG WR PDU
VDOHV 7KHVH WUDQVDFWLRQV DUH XQGHUWDNHQ WR UHFRYHU IL[HG FF
FROWUDFWY 7KH &RUSRUDWLRQ GRHVY QRW HQJDJH LQ VSHFXODWLYH W
WR IDFLOLWDWH PDUNHWLQJ DVVHW RSWLPL]DWLRQ DFWLYLWLHYV UHT.
DSSURYHG E\ WKH &RUSRUDWLRQ V %YRDUG Rl 'LUHFWRUV ZKLFK FDQ Et
WKURXJK ILQDQFLDO SULFH ULVN PDQDJHPHQW

PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO
6DOHV IURP SURGXFWLRQ

6DOHV IURP SXUFKDVHG SURGXFW

3HWUROHXP UHYHQXH

3XUFKDVHG SURGXFW

%OHQG VDOHV

'LOXHQW H[SHQVH

%LWXPHQ UHDOL]DWLRQ

1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH
H[SHQVH

%LWXPHQ VDOHV YROXPHV EEOV G
6DOHYVY DQG SXUFKDVHV RI RLO SURGXFWV UHODWHG WR PDUNHWLQJ DVVHW I

%OHQG VDOHV SHU EDUUHO DUH EDVHG RQ EOHQG VDOHV YROXPHV
1RQ *$$3 ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *$$3 DQ

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQWERRUWBW EPQ DHER RGORIHG H |
WR PDLQO\ GXH WR D KLJKHU EOHQG VDOHYV SULFH SDUWLDOO\ RIIVH!
VWRUDJH H[SHQVH

%O0OHQG VDOHV SULAMHRLQFSHDVEBUUHO GPRPSDIUHG VWBRIU EDUUHO LQ
SULPDULO\ GXIBWHR DJKLIJKHHQHKPG® WK SWHBPWHG YROXPHYV VROG LQ WKF
RINT'VHW E\ ZLGHU :7, $:% GLIIHUHQWLDOV

7KH &RUSRUDWLRQ LQFUHDVHG WKH SURSRUWLRQ RI LWM@OHQPREPVDOHYV
LQ 7KH LQFUHDVHG 86*& VDOHV YROXPHYV UHIOHFW LQFUHPHQWDO |



FRPSOHWLRQ RI WKH (QEULGJH /LQH 3LSHOLQH 5HSODFHPHQW 3URMHF
WKH (QEULGJH PDLQOLQHL\QVWRP SDHAOGL@HRG W R

'LOXHQW H[SHQVH SHU EDUUHO UHSUHVHQWYV WKH FRYVW QX HQLW XH QMQWH
LQ LQFUHDVHG SMRU EDUUHO FRPSHWHGDWRHOUH{OHEEWHQJ: 7, $:%
GLITHUHQWLDOYV

7TRWDO GLOXHQW H[PHQURBRAPFPRPSDUHG WWR.OOQRQ 7KLV WUDQVODWHYV W
GLOXHQW FRVW SHUFEPYDUHKGRWR 7KH FRVW SHU EDUUHO LV LPSDFWF
FROQGHQVDWH SULFH WUDQVSRUWDWLRQ FRVWY WR PRYH GLOXHQW WR
RI GLOXHQW LV GHWHUPLQHG RQ D ZHLJKWHG DYHUDJH EDVLY DQG GLO

GD\V $SSUR[LPDWHO\ RI WKH GLOXHQW LV VRXUFHG IURP HDFK RI
FRQGHQVDWH SULFHV ZLWKLQ WKH %86,1(66 (19,5210(17 VHFWLRQ RI W

PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO
7TUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH
7TUDQVSRUWDWLRQ UHYHQXH
1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH
NLWXPHQ VDOHV YROXPHYV EEOV G

1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH LQ RQ D WRAVDO D
DSSRUWLRQPHQW OHYHOV RQ WKH (QEULGJH ODLQOLQH V\WWHP LQ [
WKH 86*& PDUNHW ZKLFK LQFUHDVHG WUDQVSRUWDWLRQ FRVWYV

:KHQ H[SUHVVHG RQ D 86 SHU EDUUHO RI EOHQG VDOHYV EDVLV QHW V
GXULQJFRPSDUHG WR 86 LQ

7KH 8RUSRUDWLRQ SDUWLDOO\ PLWLJDWHG WKH FRVW RI XQXWLOL]HG
DQG VDOH RI QRQ SURSULHWDU\ SURGXFW 7KHMH ORNE VEHRSEWDRU|IDWV LR
EOHQG VDOHV LQ FIRECPCGPBRGI SHUREDUUHO LQ

$QQXDO SUHPLXP GLVFRXQW RI)WHD GLH WGWEDHQY/S R/D\W B W ISRIQ DG VWRUDJH
WR $:% LQGH[ SULFH DW (GPRQWRQ LV FDOFXODWHG RQ YROXPH ZHLJKWHG D



7KH & RUSRUDWLRQ VWUDWHJILFDOO\ XWLOL]HV PDUNHWLQJ WUDQVSRUW
DQG HQKDQFH UHDOL]JHG SULFHYQ WKHH SHIHPLDHG BOVWRRX §WOHY SULFH
WUDQVSRUWDWLEBODWL YW RRDWHKH (GPRQWRQ $:% LQGH[ SURYLGHV D¢
WUDQVSRUWDWLRQ DQG VWRUDJH FRPPLWPHQWV

,Q WKH PDMRULW\ RI PRQWKV GXULQJ HL P S DR Y. HYED 8808 DEIEFHY ¥ R RS DI
WKHPR®WRQ $:% LQGH[ 7KH GLVFRXQW UHODWLYH WR (GPRQWRQ $:%

WUDQVSRUWDWLRQ DQG VWRUDJH FRVWV VSUHDG RYHU UHGXFHG VD
XQSODQQHG HOHFWULFDO HYHQW

5R\DOWLHYV

7KH 2LO 6DQGYV 5R\DOW\ 5HIXODWLRQ HVYWDEOLVKHY UR\DOW\ UDW
$OEHUWD RLO VDQGV UR\DOW\ SD\DEOH LV EDVHG RQ WKHVH SULFH VHQ
WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH DWWULEXWHG WR WKH SUR
SXUVXDQW WR WKH 2LO 6DQGYVY $O0ORZHG &RVWV OLQLVWHULDO 5HJXOD
ZKHWKHU WKH SURMHFW V VWDWXV LV SUH SD\RXW RU SRVW SD\RXW 3
D SURMHFW KDV JHQHUDWHG HQRXJK QHW UHYHQXH WR UHFRYHU FRVW
SURMHFW UHDFKHV SD\RXW LWV FXPXODWLYH UHYHQXH HTXDOV RU HIFI

7KH SUH SD\RXW UR\DOW\ LV EDVHG RQ WKH SURMHFW!V JURVYVY UHYHQ)>
UHYHQXHY DUH FRPSULVHG RI ELWXPHQ UHDOL]DWLRQ DIWHU WUDQVSR
7KH JURVV UHYHQXH UR\DOW\ UDWH VWDUWYV DW DQG LQFUHDVHYV HYH
DERYH SHU EDUUHO WR D PD[LPXP RI ZKHQ WKH &DQDGLDQ :7, SULI

7KH SRVW SD\RXW UR\DOW\ LV WKH JUHDWHU RI L WKH JURVV UHYHQXF
DUH FRPSULVHG RI ELWXPHQ UHDOL]DWLRQ DIWHU WUDQVSRUWDWLRQ
DOORZHG RSHUDWLQJ DQG FDSLWDO FRVWYV 7KH QHW UHYHQXH UR\DOV
LQFUHDVHV IRU HYHU\ GROODU WKH &DQDGLDQ GROODU :7, RLO SULFH 1
&DQDGLDQ :7, SULFH LV SHU EDUUHO RU KLJKHU

7KH &RUSRUDWLRQ!V &KULVWLQD /DNH RSHUDWLRQ LV FXUUHQWO\ LQ S
LQVKIHUVW TXDUWHU RI

EEO EEO

5R\DOWLHV PLOOLRQV
7, EHQFKPDUN SULFH & EEO
(INTHFWLYH UR\DOW\ UDWH
(I'THFWLYH UR\DOW\ UDWH LV FDOFXODWHG DV UR\DOWLHV H[SHQVH GLYLGHG

HISHQVH
1RQ *$$3 ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *$$3 DQG

+LJKHU UR\DOWLHV WHWQEEWDD GROODU :7, LQFUHDVH ZKLFK UDLVHG JU
FRPSDUHG WR

2SHUDWLQJ ([SHQVHV QHW RI 3RZHU 5HYHQXH

2SHUDWLQJ H[SHQVHV QHW RI SRZHU UHYHQXH DUH FRPSULVHG RI QR
FRVWYV UHGXFHG E\ SRZHU UHYHQXH 1RQ HQHUJ\ RSHUDWLQJ FRVWYV L
DQG HQHUJ\ RSHUDWLQJ FRVWYV UHIOHFW WKH FRVW RI QDWXUDO JDV
&RUSRUDWLRQ!V IDFLOLWLHY 3RZHU UHYHQXH LV UHFRJQL]JHG IURP WK
/DNH 3BURMHFW FRJHQHUDWLRQ IDFLOLWLHY 7KH &RUSRUDWLRQ XWLOL]
SRUWLRQ RI LWV VWHDP DQG HOHFWULFLW\ UHTXLUHPHQWY $Q\ H[FHV
RWKHU SRZHU VRXUFHV WKDW KDYH D KLJKHU FDUERQ LQWHQVLW\ W
IRRWSULQW



PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO
1RQ HQHUJ\ RSHUDWLQJ FRVWYV

(QHUJ\ RSHUDWLQJ FRVWYV

2SHUDWLQJ H[SHQVHYV

3RZHU UHYHQXH

2SHUDWLQJ H[SHQVHV QHW RI SRZHU UHYHQXH

$YHUDJH GHOLYHUHG QDWXUDO JDV SULFH & PFI
$YHUDJH UHDOL]JHG SRZHU VDOHV SULFH & 0zK

6XSSOHPHQWDU\ ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *§
1RQ *$$3 ILQDQFLDO PHDVXUH SOHDVH UHIHU WR VHFWLRQ 1RQ *$$3 DQG

1RQ HQHUJ\ RSHUDWLQJ FRVWYV RQ D WRWPREPHQG HG WEILCPADUHO\EG X HV!
LQIODWLRQDU\ LQFUHDVHYV LQ FKHPLFDO WUHDWLQJ IXHO FRVWV VWI

EHQHILWHG IURP JRYHUQPHQW OHG LQLWLDWLYHVY WR DVVLVW WKH LQ!
GHFUHDVHG QRQ HQHUJ\ RSHUDWLQJ FRVWV LQ

(QHUJ\ RSHUDWLQJIRRBRMWAMWPO DQG SHU EDUUHO EDVLV LQFUHDVHG SU
JDV SULFH FRPSDBWHIGQWRHDVH LQ SXUFKDVHG QDWXUDO JDV YROXPHV D!

B3RZHU UHYHQXH LQFUHPRPM&EDOBNOLWYR WKH $OEHUWD SRZHU PDUNHW SU



5HDOL]HG *DLQ /RVV RQ &RPPRGLW\ 5LVN ODQDJHPHQW

7KH &RUSRUDWLRQ SHULRGLFDOO\ HQWHUV LQWR ILQDQFLDO FRPPRGL
H[SRVXUH RQ EOHQG VDOHV FRQGHQVDWH SXUFKDVHV QDWXUDO JDV ¢
PDQDIJHPHQW FRQWUDFWY DUH DOVR XVHG WR HOLPLQDWH SULFH ULVN
%RDUG DSSURYHG SROLFLHYV

5HDOL]JHG JDLQV RQ FRPPRGLW\ ULVN PDQDJHPHQW ZHUH SULPDULC
FRQWUDFWY DQG PDUNHWLQJ DVVHW RSWLPL]DWLRQ FRQWUDFWYV 7KH
VWUHQJIJWKHQLQJ :7, PDUNHW SULFH FRPSDUHG WR WKH IL[HG SULFH :°
FRPPRGLW\ ULVN PDQDJHPHQW GLVFXVVLRQ ZLWKLQ WKH #27+(5 23(5%7,
GHWDLOV

PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO

5HDOL]HG JDLQ ORVV RQ FRPPRGLW\ ULVN PDQDJHPHQW

&DSLWDO ([SHQGLWXUHYV

PLOOLRQV

6XVWDLQLQJ DQG PDLQWHQDQFH

7XUQDURXQG

3KDVH % EURZQILHOG H[SDQVLRQ

JLHOG LQIUDVWUXFWXUH FRUSRUDWH DQG RWKHU

&DSLWDO H[SHQ ®\X WHWHQULPDULXVMBXYHGIRXQE PDLQXWHQ@D QFKHD F'
VHFRQG TXDUWHU RI WKH &RUSRUDWLRQ LQFXUUHG FDSLWDO FRYV
IDFLOLW\ 1R WXUQDURXQG DFWLYLW\ WRRN SODFH LQ

287/22.
7KH & RUSRUDWLRQ V DQQXDO UW¥XQWY ZHUHI®RDWDBON LUD QLW ZL W]
S5HYLVHG *XL@NQEBEHQDO *XLGDQFH
6XPPDU\ RI *XLGDQFH$QQXDO 5HVXOW®H 1RYHPEHU
%LWXPHQ SURGXFWLRQ DQQXEOWWBGHUDJH EEOV G EEOV G
1RQ HQHUJ\ RSHUDWLQJ FRVWWHU EEO SHU EEO SHU EEO
* $ H[SHQVH SHU EEO SHU EEO SHU EEO
&DSLWDO H[SHQGLWXUHYV PLOOLRQ PLOOLRQ PLOOLRQ
JXLGDQFH LQFOXGHV WKH LPSDFW RI WKH VFKHGXOHG GD\ WXUQDURXQ(
ZKLFK LPSDFWHG DQQXDO SURGXFWLRQ E\ DSSUR[LPDWHO\ EDUUHOV SHU

$SOQOQXDOWRWDO WUDQVSRUWBWL B FEDWY HDY RUBIHCGEOHQG VDOHYV FRPS
HVWLPDWH RI 86 WR 86 SHU EDUUHO

2Q0RYHPEHU WKH &RUSRUDWLRQ UHOHDVHG LWV FDSLWDO DQG
7TKH &RUSRUDVWELRMXNFEHQ SURGXFWLRQ HVWLPDWH UHSUHVHQWYV DQ LQ

SURGXFWLRQEFEIOV G ZDV DFKLHYHG LQ WKH IRXUWK TXDUWHU RI DQ
ILHOG DQG SODQW UHOLDELOLW\ WKURXJKRXW WKH \HDU 7KH DQQXDO



WXUQDURXQG LQ RXU 3KDVH IDFLOLWLHYV ZKLFK LPSDFWV WKH IXC
ZHOO DV RWKHU PDLQWHQDQFH DFWLYLWLHYV

7KH &RUSRUDWLRQ KDV FDSDFLW\ WR VKLS EEOV G RI $:% EOHQG
86*& PDUNHW YLD LWV FRPPLWWHG )63 FDSDFLW\ ,Q DGGLWLRQ
SLSHOLQH VA\VWHP WR &DQDGD V ZHVW FRDVW 70; LV VFKEGXKPK ZLWR F
IXUWKHU EURDGHQ O(*!'V PDUNHW DFFHVYV

7KH 4RUSRUDWLRQ V LPSURYHG EDODQFH VKHHW DQG VWURQJ RSHUDW
HQYLURQPHQW SURYLGH D VROLG IRXQGDWLRQ WR IXQG WKH FDS
GLITHUHQWLDO ULVN PDQDJHPHQW FRQWUDFWY KDYH EHHQ HQWHUHG IR

6XPPDU\ RI *XLGDQFH $QQXDO 5HVXOWYV
&DSLWDO H[SHQGLWXUHYV PLOOLRQ
%LWXPHQ SURGXFWLRQ DQQXDO DYHUDJH EEOV G
1RQ HQHUJ\ RSHUDWLQJ FRVWYV SHU EEO
* $ H[SHQVH SHU EEO

JXLGDQFH LQFOXGHV WKH LPSDFW RI WKH VFKHGXOHG VHFRQG TXDUWH
SURGXFWLRQ E\ DSSUR[LPDWHO\ EDUUHOV SHU GD\



%86,1(66 (19,5210(17

7KH IROORZLQJ WDEOH VKRZV LQGXVWU\ FRPPRGLW\ SULFLQJ LQIRUPD
QRWHG WR DVVLVW LQ XQGHUVWDQGLQJ WKHLU LPSDFW RQ WKH &RUSRL

$9
&2

T 0O

UHQPGHG
PEH[U

TA

(5$*( %(1&+0$5.
002',7< 35,&(6

4 4 4 4 4 4 4 4

&UXGH RLO SULFHV
%UHQW 86 EEO
7, 86 EEO

'LIIHUHQWLDO :7, :&6 | (GPARQW|RQ
86 EEO

'LITHUHQWLDO 27, $:%| (GRRQWRQ
86 EEO

$:% (GPRQWRQ 86 EHO

'LITHUHQWLDO :7, $:%| 8 6] *XJgl &RpPpVW
86 EEO

$:% 86 *XOIl &RDVW B6 E[EO

(QEULGJH ODLQOLQH KH|DY\ FUXGH
DSSRUWLRQPHQW

&RQGHQVDWH SULFHV
&RQGHQVDWH DW (GPRRWR® & |EEO
&RQGHQVDWH DW (GPRRWR® DV| RI }7,

&RQGHQVDWH DW ORQW %HOYLHIX 7H[DV
86 EEO

&RQGHQVDWH DW ORQW %HOYLHIX 7H[DV
DV D RI :7,

1DWXUDO JDV SULFHV
$(&2 & PFI

(OHFWULF SRZHU SULFH|v
$OEHUWD SRZHU SRRO | & O}K
JRUHLJQ H[FKDQJH UDWHV
& HTXLYDOHQW RI 86| DYHUDpH
& HTXLYDOHQW RI 86| SHULR[P HQ|G

&UXGH 2LO 3ULFHYV

%UHQW LV WKH SULPDU\ ZRUOG SULFH EHQFKPDUN IRU JOREDO OLJKW V
FROWLQHQW 1RUWK $PHULFDQ FUXGH RLO SULFHV DW &XVKLQJ 2NODKR
GHWHUPLQLQJ WKH UR\DOW\ UDWH RQ WKH &RUSRUDWLRQ V ELWXPHQ S|

SHODWLYH WR JOREDO FUXGH RLO SULFHV VWUHQJWKHQHG LQ

LOQYHQWRULHY 6XSSO\ XQFHUWDLQW\ IXUWKHU VXSSRUWHG JOREDO FU
VXEVHTXHQW VDQFWLRQV DJDLQVW 5XVVLD FUHDWHG FRQFHUQ IRU VLJ
UHOLHI ZDV SURYLGHG E\ WKH JOREDOO\ FRRUGLQDWHG UHOHDVH IURF
GHPDQG KRZHYHU WKH 23(& JURXS VXSSRUWHG SULFHV ZLWK FRRUGLQ

‘&6 LV D EOHQG Rl KHDY\ RLOV FRQVLVWLQJ Rl KHDY\ FRQYHQWLRQD
VIQWKHWLF OLJKW FUXGH RLO RU FRQGHQVDWH :&6 W\SLFDOO\ WUDGH
FDQ EH LPSDFWHG E\ DSSRUWLRQPHQW OHYHOV RQ SLSHOLQHV OHDYL
(GPRQWRQ UHIOHFWYV KHDY\ RLO SULFHV DW +DUGLVW\ $OEHUWD



7KH &RUSRUDWLRQ VHOOV $:% ZKLFK LV VLPLODU WR :&6 EXW JHQHUDGC
DQG KHDY\ VRXU RLO VXSSO\ GHPDQG IXQGDPHQWDOV $:% LV DOVR GH(
GLVFRXQW WR :7, UHIOHFWLQJ VXSSO\ GHPDQG IXQGDPHQWDOV IRU KHD

"7, $:% GLIIHUHQWLDOV DW ERWK (GPRQWRQLIMMGE DK ID 86+ XDVE HRQ HBK H
GHPDQG IDFWRUV WKDW LPSDFWHG JOREDO FUXGH RLO SULFHYV

(QEULGJH ODLQOLQH +HDY\ &UXGH $SSRUWLRQPHQW

"XULQJ\MVKWH HQHGFH® EH U (QEULGJH ODLQOLQH KHDY\ FUXGH DBRRUWLRC

GXULQJ7KH VLIQLILFDQW GHFUHDVH LV ODUJHO\ DWWULEXWDEOH WR
ZDV SODFHG LQWR IXO0O VHUYLFH LQ 2FWREHU DQG UHVWRUHG
HJUHVVY 5HGXFHG DSSRUWLRQPHQW DOORZHG WKH &&RUSRUDWLRQ WR P
KLIKHU SHUFHQWDJH RI VDOHV LQ WKH 86*& PDUNHW

&RQGHQVDWH 3ULFHV
,Q RUGHU WR IDFLOLWDWH SLSHOLQH WUDQVSRUWDWLRQ WKH &RUSRL

&RUSRUDWLRQ!V ELWXPHQ 7KH SULFH RI FRQGHQVDWH JHQHUDOO\ FRL
ERWK WKH (GPRQWRQ DUHD DQG WKH 86*& ZKHUH SULFLQJ LV JHQHUDC

SXUFKDVHV RI EDUUHOV SHU GD\ IURP WKH 86*& DW ORQW %HOYLH>
DW (GPRQWRQ DV D SHUFHQWDUHHRHGHGEGXNULQ2D WHKHODWLYHO\ FRQVL'
&RQGHQVDWH SULFLQJ LQ DW ORQW %HOYLHX 7H[DV ZHDNHQH

UHGXFWLRQ LQ LQWHUQDWLRQDO GHPDQG IRU FRQGHQVDWH DQG QDSK
DVVRFLDWHG LQGXVWULDO FXUWDLOPHQW

IDWXUDO *DV 3ULFHYV

1DWXUDO JDV LV D SULPDU\ HQHUJ\ LQSXW FRVW IRU WKH &RUSRUDWLRC
SURGXFWLRQ SURFHVV DQG WR FUHDWH VWHDP DQG HOHFWULFLW)\ IUR
QDWXUDO JDV LQ $OEHUWD EDVHG RQ WKH $(&2 QDWXUDO JDV LQGH]
LQWHUQDWLRQDO SULFHV DQGLIQFUHOPWGYIHS BRR[LPDW H O\

(OHFWULF 3RZHU 3ULFHV

(OHFWULF SRZHU SULFHV LPSDFW WKH UHYHQXH WKDW WKH &RUSRUDW
&KULVWLQD /DNH 3URMHFW FRJHQHUDWLRQ IDFLOLWLHV 7RRPSDUSIGEHU
WR 7KH LQFUHDVH UHIOHFWV D ODFN RI UHQHZDEOH SRZHU SURG}
UHWLUHPHQWY DQQXDO PDLQWHQDQFH DW JDV ILUHG JHQHUDWLRQ S
PDUNHWYV

27+(5 23(5$7,1* 5(68/76

*HQHUDO DQG $GPLQLVWUDWLYH

PLOOLRQV H[FHSW DV LQGLFDWHG

*HQHUDO DQG DGPLQLVWUDWLYH

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVH SHU EDUUHO RI SURGXFWLRQ
NLWXPHQ SURGXFWLRQ EEOV G

*HQHUDO DQG DGPLQLVWUDWLYKF UHD VHES ARKSMOILE® UL\ GXH WR KLJF
FRVWV DQG RQH WLPH UHFUXLWPHRW[SBPHQWOVRREHQHILWHG IURP
LQLWLDWLYHV WR DVVLVW WKH LQGXVWU\ WKURXJK XQSUHFHGHQWHG P



'"HSOHWLRQ DQG '"HSUHFLDWLRQ

PLOOLRQV H[FHSW DV LQGLFDWHG

'"HSOHWLRQ DQG GHSUHFLDWLRQ H[SHQVH

'"HSOHWLRQ DQG GHSUHFLDWLRQ H[SHQVH SHU EDUUHO RI SURGXFWLRQ
NLWXPHQ SURGXFWLRQ EEOV G

'XULQJ GHSOHWLRQ DQG GHSUHFLDRMMLRGILRASBQNGE WRWIY E\ UHIOHFWLC
LQFUHDVHG SHU EDUUHO GHSOHWLRQ DQG GHSUHFLDWLRQ UDWH IURP K

'HSOHWLRQ DQG GHSUHFLDMWARR HJEBRWHOOQRRQ SHU EDDFRFH®HUDWHG
GHSUHFHSWIQRA®O DWHG WR D FKDQJH LQ WKH HVWLPDWHG UHVLGXDO YD
DFFHOHUDWHG GHSUHFLDWLRQ H[SHIQW H@GENMBEHARIQL]HG GXULQJ WKH

&RPPRGLW\ 5LVN ODQDJHPHQW *DLQ /RVV I1HW

7KH &RUSRUDWLRQ SHULRGLFDOO\ HQWHUV ILQDQFLDO FRPPRGLW\ ULV
SUHGLFWDELOLW\ RI FDVK IORZ PDQDJH FRPPRGLW\ LQSXW FRVWYV DQG
JLODQFLDO FRPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWY KDYH EHHQ UHF
UHFRJQL]JHG WKURXJK QHW HDUQLQJV ORVV

S5HDOL]JHG JDLQV RU ORVVHV RQ ILQDQFLDO FRPPRGLW\ ULVN PDQDJHPH(
SHULRG 8QUHDOL]HG JDLQV RU ORVVHV RQ ILQDQFLDO FRPPRGLW\ ULV
PDUN WR PDUNHW SRVLWLRQ RI WKH XQVHWWOHG FRPPRGLW\ ULVN PDQ

PLOOLRQV
5HDOL]HG JDLQ ORVV RQ

&UXGH RLO FRQWUDFWYV

&RQGHQVDWH FRQWUDFWYV

1DWXUDO JDV FRQWUDFWYV

ODUNHWLQJ DVVHW RSWLPL]DWLRQ FRQWUDFWV
5HDOL]JHG FRPPRGLW\ ULVN PDQDJHPHQW JDLQ ORVYV
8QUHDOL]HG JDLQ ORVV RQ

&UXGH RLO FRQWUDFWYV

&RQGHQVDWH FRQWUDFWYV

1DWXUDO JDV FRQWUDFWYV
8QUHDOL]HG FRPPRGLW\ ULVN PDQDJHPHQW JDLQ ORVYV
&RPPRGLW\ ULVN PDQDJHPHQW JDLQ ORVYV

,QFOXGHV :7, IL[HG SULFH FRQWUDFWYV :7, HQKDQFHG IL[HG SULFH FRQWUDF
FRQWUDFWYV

5HODWHV WR FRQGHQVDWH SXUFKDVH FRQWUDFWYV WKDW HIIHEFWLYHO\ IL[ FR
5HODWHV WR FRQWUDFWYV ZKLFK IL[ WKH $(&2 SULFH RQ QDWXUDO JDV SXUFK
7KH &RUSRUDWLRQ RFFDVLRQDOO\ HQWHUV LQWR FRQWUDFWYV WR IL[ WKH V¢
PDUNHWLQJ DVVHW RSWLPL]DWLRQ DFWLYLWLHYV

,Q WKH &RUSRUDWLRQ UHFRBDRQH® D RRPP FORMY\ RILVN PDQDJHPHQW F
ORVV RIPLO@GDRILQJ 7KH &RUSRUDWLRQ VLJQLILFDQWO\ UHGXFHG FRPPF

DQBXBH RLO FRQWKBRWBUKHEBGDMHG WR HOLPLQDWLRQ RI SULFH Ul
DFWLYVIMVUHVYXLUHG E\ DSSURYHG SROLFLHV



7KH IROORZLQJ WDEOH SURYL®HKW IXRUMNXKH H G5 HRMALFROG/L WH IDLWGILRD QD JHP |

86 EEO XQOHVV RWKHUZLVH LQGLFDWHG

:7, ILIHG SULFH FRQWUDFWYV
$YHUDJH IL[HG SULFH
$YHUDJH VHWWOHPHQW SULFH

*DLQ ORVV RQ :7, IL[HG SULFH FRQWUDFWYV

:7, :&6 IL[HG GLIIHUHQWLDO FRQWUDFWYV
$YHUDJH IL[HG GLIIHUHQWLDO
$YHUDJH VHWWOHPHQW GLIITHUHQWLDO

*DLQ ORVV RQ :7, :&6 IL[HG GLIIHUHQWLDO FRQWUDFWYV

&RQGHQVDWH SXUFKDVH FRQWUDFWYV
$YHUDJH IL[HG GLIIHUHQWLDO
$YHUDJH VHWWOHPHQW GLIITHUHQWLDO

*DLQ ORVV RQ FRQGHQVDWH SXUFKDVH FRQWUDFWYV
I1DWXUDO JDV SXUFKDVH FRQWUDFWYV

$YHUDJH IL[HG SULFH & *-

$YHUDJH VHWWOHPHQW SULFH & *-
*DLQ ORVV RQ QDWXUDO JDV SXUFKDVH FROQWUDFWV & *-

,QFOXGHV :7, HQKDQFHG IL[HG SULFH FRQWUDFWYVY ZLWK VROG SXW RSWLRQV
,QFUHPHQWDO WR WKHVH :7, IL[HG SULFH FRQWUDFWV WKH &RUSRUDWLRQ |
RSWLPL]IDWLRQ DFWLYLWLHV E\ HOLPLQDWLQJ :7, SULFH ULVN

&RQGHQVDWH SXUFKDVH FRQWUDFWYV IL[ WKH FRQGHQVDWH SULFH DW ORQW ¢

6WRFN EDVHG &RPSHQVDWLRQ

PLOOLRQV
&DVK VHWWOHG H[SHQVH
(TXLW\ VHWWOHG H[SHQVH
(TXLW\ SULFH ULVN PDQDJHPHQW JDLQ
BWRFN EDVHG FRPSHQVDWLRQ H[SHQVH UHFRYHU\

SHODWHV WR ILOQDQFLDO GHULYDWLYHV HQWHUHG WR PDQDJH WKH &RUSRL
568V DQG SHUIRUPDQFH VKDUH XQLWYV 368V YHVWLQJ LQ DQG
EDVHG FRPSHQVDWLRQ SODQV $PRXQWVY DUH XQUHDOL]JHG XQWLO YHVWLQ

ODQDJHPHQW RI WKLV 0' $ IRU IXUWKHU GHWDLOV

7KH FDVK VHWWOHGDGHRDR LRDULO\ GXHUWBWYMKRI DS SSIHRJ \VMKCDAJHHOL Q W
&RUSRUDWLRQ V VKDUH SULFH LQ ERWK \HDUV

7KH HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ LV GULYHQ E\ WKH FKDQJH L
WKH QRWLRQDO YDOXH RI WKOOQIERWVPURBHXYW\ BKUHHLFH ULVN PDQDJHPHQ
DQG UHVSHFWLYHO\ UHIOHFW WKH LQFUHDVHG VKDUH SULFH LQ HDFK



JRUHLJQ ([FKDQJH *DLQ /RVV I1HW

PLOOLRQYV

8QUHDOL]HG IRUHLJQ H[FKDQJH JDLQ ORVV RQ
/JRQJ WHUP GHEW
JRUHLJQ FXUUHQF\ ULVN PDQDJHPHQW FRQWUDFWYV
86 GHQRPLQDWHG FDVK DQG FDVK HTXLYDOHQWYV

8QUHDOL]HG QHW JDLQ ORVV RQ IRUHLJQ H[FKDQJH
5HDOL]HG JDLQ ORVV RQ IRUHLJQ H[FKDQJH

JRUHLJQ H[FKDQJH JDLQ ORVV QHW

& HTXLYDOHQW RI 86

%HJLQQLQJ Rl SHULRG
(QG RI SHULRG

7KH &RUSRUDWLRQ V IRUHLJQ H[FKDQJH JDLQ ORVV LV GULYHQ E\ IO
H[FKDQJH UDWH 7KH SULPDU\ GULYHU RI WKH IRUHLJQ H[FKDQJH JDLQ
8 6 GROODUYV

'XULQJ WKH &DQDGLDQ G R QAW VEHDHN HMORH WKH 8 6 GROODU UHVXOWL
HIFKDQJH ORNNORILRQ

'XULQJ WKH &DQDG/ADIQHQRWRIBMD-DGVLYH WR WYXKOSE QG RQODQY XQUHDOL
H[FKDQJH JDRROMILRQ

1HW )LQDQFH ([SHQVH

PLOOLRQV

,QWHUHVW H[SHQVH RQ ORQJ WHUP GHEW
,QWHUHVW H[SHQVH RQ OHDVH OLDELOLWLHV
,QWHUHVW LQFRPH

IHW LQWHUHVW H[SHQVH
'"HEW H[WLQJXLVKPHQW H[SHQVH
$FFUHWLRQ RQ SURYLVLRQV

1HW ILQDQFH H[SHQVH

$YHUDJH HIITHFWLYH LQWHUHVW UDWH

,QWHUHVW H[SHQVH RQ ORQJ W HWRP SIHENMG GHILPIHDV OG WSH O HE WA QURWYK H
DSSUR[LPDWHO\GH E VE LLOHIEDRFW LR Q

YRU GHEW H[WLQJXLVKPH®WO Z[FRAVHF RIQL]JHG LQ DVVRFLDWLRQ ZLW
HIWLQJXLVE®PHQML®ODBOUR[LPDWHO\ & WRHOLRWRIRUDWLRQ V VHQ
QRWHV ZKLFK LQFOXGHG D FXPXODWLYRL GE ERQUMNBG BS/W RR QDSWHE DOQD F
GHEW LVVXH FRVVBHWIRU WRLOPWRQ Rl WKH DXGLWHG DQQXDO FRQVROLC
GHWDLOV



,QFRPH 7D]

PLOOLRQV

(DUQLQJV EHIRUH LQFRPH WD[HV
(IITHFWLYH WD[ UDWH

,QFRPH WD[ H[SHQVH

J,QFRPH WD[ H[SHQVH LRQPOUHIRVHEGRWRPLOQQR ZKLFK ZIDMY O\ GULYHQ E\ D
LQFUHDVH LQ UHYHQXHYV

$V HHFHPEHU WKH &RUSRUDWLRY KDELD®EBRDLADDEDG® &DQDGLDQ WD]
ELORILRRQ FDSLWDO BIRORBIHRQBSQWDO ORVVHY DQG UHFRJQL]JHG D GH
PLOOLRQ

7KH HIITHFWLYH W\BID UDMWHFHRBE MKH GLIIHUHG IURP WKH &DQDGLDQ VWD
SULPDULO\ GXH WR WKH WD[ HIIHFW Rl IRUHLJQ H[FKDQJH ORVVHV F
GHQRPLQDWHG LQ 8 6 GROODUYV

6800$5< 2) $118%/ ,1)250%$7,21

PLOOLRQV H[FHSW SHU VKDUH DPRXQWYV

S5HYHQXH
1HW HDUQLQJYV ORVYV
3HU VKDUH GLOXWHG
7TRWDO DVVHWYV
7TRWDO QRQ FXUUHQW OLDELOLWLHYV

5HYHQXH

5HYHQXH WERVHIURP SULPDULO\ GXH WR DQ LQFUHDVH LQ WKH DYHUDJ
SULFH PRUH WKDQ RIIVHW D ZLGHU+IZJKH% GRIDHOUMHIHVLEDUMQL DO O\ RIIVE
UHIOHFRWUHDYHWKH UR\DOW\ UDWH DQG UHYHQXHYV

'XULQJ UHYHQXH UBRRA SULPDULO\ GXH WR WKH LQFUHDVH LQ WKH DYHL
PRVWO\ GULYHQ E\ D KLJKHU :7, SULFH

1HW (DUQLQJV /RVV

7KH & RUSRUDWLRQ UHFRJQLAHGOXRWFRPERUAGWRI QORQ ,QFUHDVHG

QHW HDUQLQJV SULPDULO\ UHIOHFW D VWURQJHU ELWXPHQ UHDOL]DWLF
RIIVHW E\ LQFUHDVHV LQ GHIHUUHG WD[ H[SHQVH GHSOHWLRQ DQG ¢
H[FKDQJH ORVV RQ 8 6 GRQAEWUHONWQR PU ¥ QUWHZBIMH FBVEG X FHG E\ UHDOL]
RQ FRPPRGLW\ ULVN PDQDJHPHQW ZKHUHDV WKH &RUSRUDWLRQ ZDV
PDQDJHPHQW FRQWUDFWYV LQ

7KH & RUSRUDWLRQ UHFRJQLPH® MOBRQARPESPIUHIY WR D QRMW @BR/Y RI
,QFUHDVHG QHW HDURDHQHVSGXPDQWOR GIHIOIPRXGH KRR OWIWDIOFA\VR 1V HW
FRPPRGLW\ SULFH ULVN PDQDJHPHQW DIRW \LP 3R HWHOBNEO® RWK/H GIXHIRRIQ L \
PLOOLRQ H[SORUDWLRQ H[SHQVH

7TRWDO $VVHWYV
7TRWDO DWFHWEFHLDW GHFUHDVRGOOWRQ ELOGRPRP@DUHGEWRDWREGPEHU

7KH &RUSRUDWLRQ V GHIHUUHG WD[ DVVHW GHFOLQHG LQ D
HDUQLQJV &DVK DQG FDVK HTXLYDOHQWY ZHUH XVHG IRU GHEW UHGX



DOORFDWLRQRSWUMWWHIODW DQG HTXLSPHQW DOVR GHFUHDVHG LQ
FDSLWDO H[SHQGLWXUHV

7KH PLOQIQRFQ HDAMHHREBHU WRWDO DVVHWWFHPESDUHGPWRQO\ UHIOHF\
LQFUHDVHG FDVK DQG UHFHLYDEOHV IURP KLIJKHU IXQGV IORZ IURP RS
SURSHUW\ SODQW DQG HTXLSPHQW DV GHSUHFLDWLRQ FKDUJHV ZHUH L

JRU D GHWDLOHG GLVFXVVLRQ RI WKH &RUSRUDWLRQ!V LOQYHVWLQJ DFW
JORZ ,QYHVWLQJ $FWLYLWLHV

7TRWDO 1RQ &XUUHQW /LDELOLWLHYV

/IRZHU WRWDO QRQ FXUUHAHPW HUL D FR®ISWUHGHWEBW SULPDULO\N UHIOHFYV
86 ELOGCISRIR[LPDWHO\ ELOOLRQ ORQJ WHUP GHEW UHGXFWLRQ

7TRWDO QRQ FXUUHEWHOGEBDIILOGWEUNDDAMAHGWRPSBPEHHIG WSULPDULO\ GXH W
PLOOLRQ ORQJ WHUP GHEW UHSD\PHQW DQG WKH UHFODVVLILFDWLI
GHEW

[,48,",7< $1' &$3,7%/ 5(6285&(6

PLOOLRQV 'HFHPEHU 'HFHPEHU
6HFRQG /LHQ
VHQLRU VHFXUHG VHFRQG OLHQ QRWHYV
"HFHPEHU QLO IXOO\ UHGHHPHG $SULO
'"HFHPEHU 86 PLOOLRQ
8QVHFXUHG
VHQLRU XQVHFXUHG QRWHYV
'"HFHPEHU 86 PLOO
'"HFHPEHU 86 ELOOL
VHQLRU XQVHFXUHG QRWHYV
'"HFHPEHU 86 PLOOL
'"HFHPEHU 86 PLOOL

'"HEW UHGHPSWLRQ SUHPLXP
8QDPRUWL]HG GHIHUUHG GHEW GLVFRXQW DQG GHEW LVVXH FRVWYV
&XUUHQW DQG ORQJ WHUP GHEW

&DVK DQG FDVK HTXLYDOHQWYV

1HW GHEW &

1HW GHEW 86

1HW GHEW LV UHFRQFLOHG WR ORQJ WHUP GHEW LQ DFFRUGDQFH ZLWK ,)56
VWDWHPHQWYV




7KH &RUSRUDPWGR Q WFH)AHHKDVHG DQG H[WLQJXLVKHG LWV ORQJ WHUP GH

SHGHPSWLRQ SULFH RI SOXV DFFUXHG DQG XQSDLG LQWHUHVW RQ WKH

SHGHPSWLRQ SULFH RI SOXV DFFUXHG DQG XQSDLG LQWHUHVW RQ WKH

‘HLJKWHG DYHUDJH UHSXUFKDVH SULFH RI SOXV DFFUXHG DQG XQSDLG
VHQLRU XQVHFXUHG QRWHV GXH

HLJKWHG DYHUDJH UHSXUFKDVH SULFH RI SOXV DFFUXHG DQG XQSDLG
VHQLRU XQVHFXUHG QRWHV GXH

‘HLJKWHG DYHUDJH UHSXUFKDVH SULFH RI SOXV DFFUXHG DQG XQSDLG

VHQLRU XQVHFXUHG QRWHYVY GXH

7KH &RUSRUDWLRQ V FDVK DQG FDVRLIOTIWWOHFPHEQGW Y EBROGHREHGZ AR
PLORBHPEHU 5HIHU WR WKH &DVK )ORZ 6XPPDU\ VHFWLRQ IRU IXUYV

7KH &RUSRUDWLRQ V QHW GHEW GHFHREMHG WP & OD'EHEQ@OERQ DW
SULPDULO\ GXH WR GHEW UHSD\PHQWYV

7KH &RUSRUDWLRQ VWDUWHG WKH \HDU DO OR KD WIKH \DHFR Q&S RXQP D WKH
UHDFKLQJ QHW GHEW RI 86 ELOOLRQ WKH &RUSRUDWLRQ LQLWLDWHC
WR VKDUH EX\EDFNV ZLWK WKH UHPDSQWGWMKHDI$SQ G LRHIGWMHRWS/E& H W@ BEDs W
WR 86 ELOOLRM)VIOQAOGRIUWDHOORFDWHG WR VKDUH EX\EDFNV ZDV UDLYV
UHPDLQGHU DSSOLHG WR GHEW UHGXFWLRQ 7KLV DOORFDWLRQ ZLOO |
ZKLFK LV H[SHFWHG WR RFFXU EH\RQG DW FXUUHQW RLO SULFHYV

7KH &RUSRUDWLRQ KDV ELOOLRQ RI DYDLODEOH FUHGLW XQGHU W
UHYROYLQJ FUHGLW IDFLOLW\ DQG PLOOLRQ XQGHU D OHWWHU RI FL
(& )DFLOLW\ /IHWWHUV RI FUHGLW XQGHU WKH ('& )DFLOLW\ GR QRW
UHYROYLQJ FUHGLW IDFLOLW\ DQG WKH (‘& )DFLOLW\ KDYH PDWXULW!

VXEVWDQWLDOO\ DOO WKH DVVHWV RI WKH &RUSRUDWLRQ

&RPPRGLW\ PDUNHW YRODWLOLW\ LV PDQDJHG WKURXJK WKH &RUSRUDYV
LV UHGXFHG E\ WDUJHWLQJ VDOHV WR SULPDULPLQQYRIWAHQW JWUHDGL
XQVHFXUHG QRWHYVY GXH )HEUXDU\ UHSUHVHQWY WKH HDUOLHVW OR
FRYHQDQW OLWH PLOOLRQ UHYROYLQJ FUHGLW IDFLOLW\ KDV QR ILQ

PLOOLRQ RU ,] GUDZQ LQ H[FHVV RI PLOOLRQ RU WKH &RU



ILUVW OLHQ QHW OHYHUDJH UDWLR ILUVW OLHQ QHW GHEW WR ODVW W
FUHGLW IDFLOLW\ ILUVW OLHQ QHW GHEW LV FDOFXODWHG DV GHEW
VHFXUHGDRIQ BEDAWXY ZLWK WKH UHYROYLQJ FUHGLW IDFLOLW\ OHVV FD
WHUP GHEW FRQWDLQV ILQDQFLDO PDLQS\HQDKBWNR Y H\G B QUWK\H RIH Y R OW
IDFLOLW\

$WHFHPEHU WKH &RUSRUDWLR@QRIKRBR XWLOL]HG FDSDFLW\ XQGHU WKH
FUHGLW IDFLORMOORIBRKRQXWLOL]J]HG FDSDFLW\ XQGHU WKH PLOOLRQ |

PLOQIHRP@LQV RXWVWDQGLQJ XQGHU WRHPEHYR O Y HRQIWHWHGR W FIDHE DW
XQGHU WKH UHYROYLQJ FUHGLW IDFLOLW\ RU ('& )DFLOLW\ DUH QRW LQ
WKH ILUVW OLHQ QHW OHYHUDJH UDWLR

ODQDIJHPHQW EHOLHYHV FXUUHQW FDSLWDO UHVRXUFHV DQG WKH DELC(
DOORZV WKH &RUSRUDWLRQ WR PHHW FXUUHQW DQG IXWXUH REOLJDWI
DQG IXQG WKH EXVLQHVV IRU DW OHDVW WKH QH[W PRQWKYV +RZHYH
FDVH RU WKDW IXWXUH VRXUFHV RI FDSLWDO ZLOO QRW EH QHFHVVDU\
SURMHFWY DUH GHSHQGHQW RQ IDFWRUV GLVFXVVHG LQ WKH 5,6. )$&772

&DVK )ORZ 6XPPDU\

PLOOLRQV

1HW FDVK SURYLGHG E\ XVHG LQ
2SHUDWLQJ DFWLYLWLHYV
,QYHVWLQJ DFWLYLWLHV
JLOQDQFLQJ DFWLYLWLHV

(I'THFW RI H[FKDQJH UDWH FKDQJHV RQ FDVK DQG
FDVK HTXLYDOHQWY KHOG LQ IRUHLJQ FXUUHQF\

&KDQJH LQ FDVK DQG FDVK HTXLYDOHQWV

&DVK )ORZ 2SHUDWLQJ $FWLYLWLHYV

1HW FDVK SURYLGHG E\ RSHUDRWUWKD VIHRAN LFYR R\SSHIVHPEOW RO\ GXH WR KLJKF
FUXGH RLO SUQHMVFDYK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV ZDV UHC
PDQDIJHPHQW ZKHUHDV WKH &RUSRUDWLRQ GLG QRW XQGHUWDNH VL.
DFWLYLW\ LQ

&DVK )ORZ ,QYHVWLQJ $FWLYLWLHV

IHW FDVK XVHG LQ LQYHVWLQ@LO®OERRLY FWEPBDUHGEWHBDYHEWLQJ D ODUJH
VSHQGLQJ SURJUDP DQG ORZHU SURFHHGYVY RQ DVVHW GLVSRVDOV

&DVK JORZ )JLQDQFLQJ $FWLYLWLHV

7KH ELOIOQROQHDVHQH® FDVK XVHG LQ ILQDQFLQJ DRWWSLLMILWLNO \FRRIS DU
UHSD\PHQW DQG VKDUH EX\EDFNV XQGHU WKH &RUSRUDWLRQ V FDSLWD(

5,6. 0$1%$*(0(17

&RPPRGLW\ 3ULFH 5LVN ODQDJHPHQW

7KH &RUSRUDWLRQ SHULRGLFDOO\ HQWHUV ILQDQFLDO FRPPRGLW\ ULV
VDOHV FRQGHQVDWH SXUFKDVHV QDWXUDO JDV SXUFKDVHV DQG SRZ

FROQOWUDFWY DUH DOVR XVHG WR HOLPLQDWH SULFH ULVN RQ PDUNHMW
DSSURYHG SROLFLHYV



7KH &RUSRUDWLRQ SHULRGLFDOO\ HQWHUV SK\VLFDO GHOLYHU\ FRQWUI
WKHUHIRUH QR DVVHW RU OLDELOLW\ KDV EHHQ UHFRJQL]JHG LQ WKH &
7KH LPSDFW RI UHDOL]J]HG SK\VLFDO GHOLYHU\ FRQWUDFWY DUH UHFRJQ
DQRQG &RPSUHKHQVLYH ,QFRPH /RVV DQG LQ FDVK RSHUDWLQJ QHWEDFN

7KH &RUSRUDWLRQ KDG WKH IROORZLQJ ILQDQFLDO FRPPRGLW\ ULVN
SXUFKDVHVY DQG QDWXUDO JDMFHFREHKDVHY RXWVWDQGLQJ DW

$V DW 'HFHPEHU

9ROXPHV $YHUDJH 3ULFH
&RQGHQVDWH 3XUFKDVH &R QWEDRWY 7HUP 86 EEO
7, ORQW %HOYLHX )L[HG 'LITHUHQWIL® O 2FW
9ROXPHV $YHUDJH 3ULFH
1DWXUDO *DV 3XUFKDVH &RQWUDE&EWV 7HUP & *-
$(&2 )L[HG 3ULFH -DQ 'HF
$(&2 )L[HG 3ULFH -DQ 'HE

,QFUHPHQWDO WR WKHVH FRPPRGLW\ ULVN PDQDJHPHQ®RRRRQW B /MWW R '
WKH VSUHDG EHWZHHQ :7, SULFHV IRU FRQVHFXWLYH PRQWKV WR VXSSR

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH VHQVLWLYLW\ RI FDVK RSHUDW
EHIRUH LQFRPH WD[ RI IOXFWXDWLQJ FRPPRGLW\ SULFHV RQ WKH &
PDQDJIJHPHQW SRVLWIRRHPEHYP SODFH DW

&RPPRGLW\ 6HQVLWLYLW\ 5DQJH , QFUHBIVHJHDVH
&RQGHQVDWH SXUYFKDLYHFRQIFHQVDWH SULFH DV D SHUFHQWDJH RI :7,
IDWXUDO JDV SXUYFKDVHSHULEHDSSOLHG WR QDWXUDO JDV FRQWUDFWV

(TXLW\ B3ULFH 5LVN ODQDJHPHQW

,Q ODUFK WKH &RUSRUDWLRQ HQWHUHG ILQDQFLDO HTXLW\ SULFH U
FDVK VHWWOHG 568V DQG 368V YHVWLQJ EHWZHHQ $SULO DQG $.
FKDQJHV LQ WKH &RUSRUDWLRQ!V RZQ VKDUH(BWQEGJVPBQBEWXGHDW QQ R
RSHUDWLQJ DFWLY LAKIHY RXUMV WIDSDFWHGFDVK VHWWOHG 568V DQG 368
FRPSHQVDWLRQ SODQV DUH UHYDOXHG HDFK SHULRG EDVHG RQ WKH ¢
EDVHG FRPSHQVDWLRQ H[SHQVH 1HW FDVK SURYLGHG E\ XVHG LQ R
VHWWOHG FRPSRQHQWYV RI WKHVH VWRFN EDVHG FRPSHQVDWLRQ XQLW\
JDLQ ORVV LV UHFRJQL]HG LQ VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH
DVVHW OLDELOLW\ LV LQFOXGHG LQ ULVN PDQDJHPHQW RQ WKH EDOD
HQG LV LQFOXGHG LQ WUDGH UHFHLYDEOHV DQG RWKHU RQ WKH EDODQ

PLOOLRQV
8QUHDOL]HG HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ ORVYV
5HDOL]JHG HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ ORVV
(TXLW\ SULFH ULVN PDQDJHPHQW JDLQ ORVYV




JRUHLJQ &XUUHQF\ 5LVN ODQDJHPHQW

7KH &RUSRUDWLRQ RFFDVLRQDOO\ HQWHUV LQWR VKRUW WHUP ILQDQI
PDQDJH IRUHLJQ FXUUHQF\ ULVN RQ FHUWDLQ FDVK DQG FDVK HTXLYDO

ZHUH LQ SODFH DV DW 'HFHPEHU $v DW 'HFHPEHU WKH
IRUHLJQ FXUUHQF\ ULVN PDQDJHPHQW FRQWUDFWYV RQ PLOOLRQ RI F
UDWH DW &DQDGLDQ GROODU HTXLYDOHQW RI 8 6 GROODU )R

UHFRJQL]JHG LQ IRUHLJQ H[FKDQJH JDLQ ORVV RQ WKH VWDWHPHQW RI
LOQFOXGHG LQ ULVN PDQDIJHPHQW RQ WKH EDODQFH VKHHW

6+$5(6 28767$1",1*

$WHFHPEHU WKH &RUSRUDWLRQ KDG WKH IROORZLQJ VKDUH FDSLWDO

PLOOLRQV 8QLWYV
&RPPRQ VKDUHV
2XWVWDQGLQJ DW 'HFHPEHU
,VVXHG XSRQ H[HUFLVH RI VWRFN RSWLRQV
,VVXHG XSRQ YHVWLQJ DQG UHOHDVH RI 568V DQG 368V
5HSXUFKDVHG IRU FDQFHOODWLRQ
&RPPRQ VKDUHV RXWVWDQGLQJ DW 'HFHPEHU
&RQYHUWLEOH VHFXULWLHV
6WRFN RSWLRQV
(TXLW\ VHWWOHG 568V DQG 368V
$00 RXWVWDQGLQJ VWRFN RSWLRQV ZHUH H[HUFLVDEOH DW 'HFHPEHU

,Q WKH &RUSRUDWLRQ UHS XU FKPLCHEPRFRRUD K D QIF Y OKCIBMILR QW YV 1&,% S
HLJKWHG DYHUDJH RSW DFW RRW D OP E R O WRR)

$W )HEUXDU\ WKH &RWPIRODRWQRERRPRQ VKDURNORXRY WMNRFNQ RS
RXWVWDQGLQJ DQG HP[IHUFILROQ EHIHK IDAQ\GVHWWOHG 568V DQG HTXLW\ VHWW

&2175%$&78%/ 2%/,*$7,216 &200,70(176 $1' &217,1*(1&,(6

&ERQWUDFWXDO 2EOLJDWLRQV DQG &RPPLWPHQWYV

7KH LQIRUPDWLRQ SUHVHQWHG LQ WKH WDEOH EHORZ UHIOHFWYV PDQD
REOLJDWHRQFREBW 7KHVH HVWLPDWHY PD\ GLIIHU VLIJQLILFDQWO\ IUR

REOLJDWLRQV ,Q SDUWLFXODU GHEW XQGHU WKH VHQLRU VHFXUHG F!
UHWLUHG HDUOLHU GXH WR PDQGDWRU\ RU GLVFUHWLRQDU\ UHSD\PHQW



PLOOLRQYV TKHUHDIWHUN DO

&RPPLWPHQWYV
7TUDQVSRUWDWLRQ DQG VWRUDJH
'LOXHQW SXUFKDVHYV
2ZWKHU RSHUDWLQJ FRPPLWPHQWYV
9DULDEOH RIILFH OHDVH FRVWYV
&DSLWDO FRPPLWPHQWYV

7RWDO &RPPLWPHQWYV

2WKHU 2EOLJDWLRQV
/HDVH REOLJDWLRQV
&XUUHQW DQG ORQJ WHUP GHEW
,QWHUHVW RQ ORQJ WHUP GHEW
'"HFRPPLVVLRQLQJ REOLJDWLRQ

7TRWDO &RPPLWPHQWY DQG 2EOLJDWLRQV

7KLV UHSUHVHQWY WUDQVSRUWDWLRQ DQG VWRUDJH FRPPLWPHQWYV IURP
DZDLWLQJ UHJXODWRU\ DSSURYDO DQG DUH QRW \HW LQ VHUYLFH ([FOXGH\
VKHHW

7KLV UHSUHVHQWYV WKH VFKHGXOHG SULQFLSDO UHSD\PHQWYV Rl WKH VHQLR
RQ LQWHUHVW DQG IRUHLJQ HFFHPE®IH UDWHYV LQ HIIHFW RQ

7KLV UHSUHVHQWY WKH XQGLVFRXQWHG IXWXUH REOLJDWLRQV DVVRFLDWHG

&RQWLQJIJHQFLHYV

7KH &RUSRUDWLRQ LV LQYROYHG LQ YDULRXV OHJDO FODLPV DVVRFLD\
WKDW DQ\ OLDELOLWLHV WKDW PD\ DULVH SHUWDLQLQJ WR VXFK PDW\
SRVLWLRQ

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

&HUWDLQ ILQDQFLDO PHDVXUHV LQ WKLV 0'$ DUH QRQ *$$3 ILQDQFLD
PHDVXUHV DQG FDSLWDO PDQDJHPHQW PHDVXUHV 7KHVH PHDVXUHV DU
FRPSDUDEOH WR VLPLODU PHDVXUHV SURYLGHG E\ RWKHU FRPSDQLHV
VKRXOG QRW EH FRQVLGHUHG LQ LVRODWLRQ RU DV DQ DOWHUQDWLYF
ZLWK ,)56

$GMXVWHG )XQGV )ORZ DQG )UHH &DVK )ORZ

$GMXVWHG IXQGV IORZ DQG IUHH FDVK IORZ DUH FDSLWDO PDQDJHPHQ
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY $GMXVWHG IXQGV IORZ DQG
LQYHVWRUV LQ DQDO\]LQJ RSHUDWLQJ SHUIRUPDQFH DQG FDVK IORZ JH
LV DQ ,)56 PHDVXUH LQ WKH &RUSRUDWLRQ V FRQVROLGDWHG VWDWHPI
IXQGV IORZ IURP RSHUDWLQJ DFWLYLWLHYV H[FOXGLQJ LWHPV QRW FRQ\
%\ H[FOXGLQJ QRQ UHFXUULQJ DGMXVWPHQWYVY WKH DGMXVWHG IXQGV
PDQDJHPHQW DQG LQYHVWRUV E\ HVYWDEOLVKLQJ D FOHDU OLQN EHWZ}
QHWEDFN )UHH FDVK IORZ LV SUHVHQWHG WR DVVLVW PDQDJHPHQW
&RUSRUDWLRQ DV D PHDVXUH RI ILQDQFLDO OLTXLGLW\ DQG WKH FDSDF
VKDUHKROGHUV )JUHH FDVK IORZ LV FDOFXODWHG DV DGMXVWHG IXQGYV



,Q WKH VHFRQG TXDUWHU RI DQ DGMXVWPHQW ZDV PDGH WR WKH S
IORZ ,Q $SULO WKH RIRWKS R B BDMWLRHG LYESNHBORG HQFIHVQW OYRH /7, SO
VKDUH SULFH ZDV DW D KLVWRULF ORZ RI SHU VKDUH &RQFXUUHQW
SULFH ULVN PDQDJHPHQW FRQWUDFWY WR PDQDJH VKDUH SULFH YRODYV
UHGXFLQJ VKDUH SULFH DSSUHFLDWLRQ FDVK IORZ ULVN 7KH LQFUHDV
-XQH UHVXOWHG LQ WKH UHFRJQLWLRQ RI D VLJQLILFDQW FDVK \
ZDV SUHYLRXVO\ LQFOXGHG DV D FRPSRQHQW RI DGMXVWHG IXQGV IOR:

FDVK VHWWOHG 568V KRZHYHU LV VXEMHFW WR HTXLW\ SULFH ULVN

WHUP RI WKHVH 568V KDV EHHQ Y IHGRHNGOR@WGSW RM LFKD Q JHDIOXDEOH LQ
SHUIRUPDQFH

7TKHUHIRUH WKH ILQDQFLDO VWDWHPHQW LPSDFWV RI WKH $SULO FD
SULFH ULVN PDQDJHPHQW FRQWUDFWY KDYH EHHQ H[FOXGHG IURP DGM X

SUHVHQWHG KDYH EHHQ DGMXVWHG WR UHIOHFW WKLV FKDQJH LQ SUI
IROORZV

PLOOLRQV H[FHSW DV LQGLFDANVHIG 4 4 4 4 4 4 4
$GMXVWHG IXQGV IORZ DV SUHYLRXVO\ SUHVHQWHG
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XIQLWYV VXEMHFW WR HTKLW\
SULFH ULVN PDQDJHPHQW

5HDOL]HG HTXLW\ SULFH ULVN PPQDJIJHPHQW JDLQ
$GMXVWHG IXQGVY IORZ FXUUHQW $UHVHQWDWLRQ

JUHH FDVK IORZ DV SUHYLRXVO\ SUHVHQWHG
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XIQLWYV VXEMHFW WR HTKLW\
SULFH ULVN PDQDJHPHQW

5HDOL]HG HTXLW\ SULFH ULVN PQDJIJHPHQW JDLQ
JUHH FDVK IORZ FXUUHQW SUHVHQWDWLRQ

7KH IROORZLQJ WDEOH UHFRQFLOHV IXQGV IORZ IURP RSHUDWLQJ DFWL

PLOOLRQV
)XQGV IORZ IURP RSHUDWLQJ DEFWLYLWLHYV
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XQLWYV VXEMHFW WR
HTXLW\ SULFH ULVN PDQDJHPHQW

5HDOL]JHG HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ
BHWWOHPHQW H[SHQVH
3D\PHQWV RQ RQHURXV FRQWUDFW

$GMXVWHG IXQGV IORZ

&DSLWDO H[SHQGLWXUHYV

JUHH FDVK IORZ

I1HW "HEW

1HW GHEW LV D FDSLWDO PDQDJHPHQW PHDVXUH DQG LV GHILQHG LQ W
1HW GHEW LV DQ LPSRUWDQW PHDVXUH XVHG E\ PDQDJHPHQW WR DQDO
ORQJ WHUP GHEW SOXV FXUUHQW SRUWLRQ RI ORQJ WHUP GHEW OHVV F



7KH IROORZLQJ WDEOH UHFRQFLOHV WKH &RUSRUDWLRQ V FXUUHQW DQ!

$V DW '"HFHPEHU  'HFHPEHU

/IRQJ WHUP GHEW
&EXUUHQW SRUWLRQ RI ORQJ WHUP GHEW
&DVK DQG FDVK HTXLYDOHQWYV

I1HW GHEW &

1HW GHEW 86

&DVK 2SHUDWLQJ 1IHWEDFN

&DVK RSHUDWLQJ QHWEDFN LV D QRQ *$$3 ILQDQFLDO PHDVXUH RU UD\
DUH QRW GHILQHG E\ ,)56 DQG WKHUHIRUH PD\ QRW EH FRPSDUDEOH W
7KLV QRQ *$$3 ILQDQFLDO PHDVXUH VKRXOG QRW EH FRQVLGHUHG LQ
SHUIRUPDQFH SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56

&DVK RSHUDWLQJ QHWEDFN LV D ILQDQFLDO PHDVXUH ZLGHO\ XVHG LQ \
D FRPSDQ\!V HIILFLHQF\ DQG LWV DELOLW\ WR JHQHUDWH FDVK IORZ 1]
XVHV 7KH SHU EDUUHO FDOFXODWLRQ RI FDVK RSHUDWLQJ QHWEDFN LV

5HYHQXHV LV DQ ,)56 PHDVXUH LQ WKH &RUSRUDWLRQ V FRQVROLGDW!|
LQFRPH ORVYV ZKLFK LV WKH PRVW GLUHFWO\ FRPSDUDEOH SULPDU\
QHWEDBNFRQFLOLDWLRQ IURP UHYHQXHVY WR FDVK RSHUDWLQJ QHWEDF|

PLOOLRQV

SHYHQXHYV

'LOXHQW H[SHQVH

7TUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

3XUFKDVHG SURGXFW

2SHUDWLQJ H[SHQVHYV

5HDOL]HG JDLQ ORVV RQ FRPPRGLW\ ULVN PDQDJHPHQW

&DVK RSHUDWLQJ QHWEDFN

%OHQG 6DOHV DQG %LWXPHQ 5HDOL]DWLRQ

%OHQG VDOHV DQG ELWXPHQ UHDOL]DWLRQ DUH QRQ *$$3 ILQDQFLDO F
EDVLV DQG DUH XVHG DV D PHDVXUH Rl WKH &RUSRUDWLRQ!V PDUNHWL
DVVRFLDWHG ZLWK LWV SURGXFHG DQG SXUFKDVHG SURGXFWV DQG HI[F
DQG WKHUHIRUH PD\ QRW EH FRPSDUDEOH WR VLPLODU PHDVXUHV S
ILQDQFLDO PHDVXUHV VKRXOG QRW EH FRQVLGHUHG LQ LVRODWLRQ |
SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56 %OHQG VDOHV SHU EDUUHO LV E
SHU EDUUHO LV EDVHG RQ ELWXPHQ VDOHV YROXPHV

SHYHQXWWQ ,)56 PHDVXUH LQ WKH &RUSRUDWLRQ V FRQVROLGDWHG VYV
LQFRPH ORVV ZKLFK LV WKH PRVW GLUHFWO\ FRPSDUDEOH SULPDU\
ELWXPHQ UMDOHFRWERQLDWLRQ IURP UHYHQXHV WR KEDWHEG HD GHWR YL
EHORZ



PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO
S5HYHQXHYV

2WKHU UHYHQXH

5R\DOWLHYV

SHWUROHXP UHYHQXH

3XUFKDVHG SURGXFW

%WOHQG VDOHYV

'LOXHQW H[SHQVH

%LWXPHQ UHDOL]DWLRQ

1HW 7UDQVSRUWDWLRQ DQG 6WRUDJH ([SHQVH

1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH LV D QRQ *$$3 ILQDQFL
EDVLV ,WV WHUPV DUH QRW GHILQHG E\ ,)56 DQG WKHUHIRUH PD\ QRYV
RWKHU FRPSDQLHV 7KLV QRQ *$$3 ILQDQFLDO PHDVXUH VKRXOG QRW E
PHDVXUHV Rl SHUIRUPDQFH SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56 3HL

YROXPHYV

W LV XVHG DV D PHDVXUH Rl WKH &RUSRUDWLRQ!V PDUNHWLQJ VWUDW
SULFH DIWHU WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH E\ XWLOL]JLQJ
PDUNHW DFFHVV

7TUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH LV DQ ,)56 PHDVXUH LQ WKH
ORVV DQG FRPSUHKHQVLYH LQFRPH ORVV

2WKHU UHYHQXH LV DQ ,)56 PHDVXUH LQ WKH &RUSRUDWLRQ V FRQ
FRPSUHKHQVLYH LQFRPH ORVYV ZKLFK LV WKH PRVW GLUHFWO\ FRPS

WUDQVSRUWDW IUHF RFIHGDOW LRQ IURP RWKHU UHYHQXH WR WUDQVSRU\

PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO
7UDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

2WKHU UHYHQXH
/HVV SRZHU UHYHQXH
7TUDQVSRUWDWLRQ UHYHQXH

1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

0
%LWXPHBOL]DWLRQ DIWHU 1HW 7UDQVSRUWDWLRQ DQG 6WRUDJH ([SHQV

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH
H[SUHVVHG RQ D SHU EDUUHO EDVLVY ,WV WHUPV DUH QRW GHILQHG E\
PHDVXUHY SURYLGHG E\ RWKHU FRPSDQLHV 7KLV QRQ *$$3 ILQDQFLDO
DV DQ bOWHUQDWLYH IRU PHDVXUHVY RI SHUIRUPDQFH SUHSDUHG LQ DFI

ELWXPHQ VDOHV YROXPHYV

W LV XVHG DV D PHDVXUH RI WKH &&4RUSRUDWLRQ!V PDUNHWLQJ VWUDW
SULFH DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH E\ XWLC
RSWLPL]H PDUNHW DFFHVYV



PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO

%LWXPHQ UHDOL]DWLRQ
1HW WUDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH |
1RQ *$$3 ILQDQFLDO PHDVXUH DV GHILQHG LQ WKLV VHFWLRQ

2SHUDWLQJ ([SHQVHV QHW RI 3RZHU 5HYHQXH

2SHUDWLQJ H[SHQVHV QHW RI SRZHU UHYHQXH LV D QRQ *$$3 ILQDQFL
EDUUHO EDVLV ,WV WHUPV DUH QRW GHILQHG E\ ,)56 DQG WKHUHIRUH

E\ RWKHU FRPSDQLHV 7KLV QRQ *$$3 ILQDQFLDO PHDVXUH VKRXOG QRW
PHDVXUHV Rl SHUIRUPDQFH SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56 3HL
YROXPHYV

W LV XVHG DV D PHDVXUH RI WKH &RUSRUDWLRQ!V FRVW WR RSHUDWH
LQ WKH EHQHILWYV IURP VHOOLQJ H[FHVV SRZHU WR RIIVHW HQHUJ\ FRVYV

1RQ HQHUJ\ RSHUDWLQJ FRVWY DQG HQHUJ\ RSHUDWLQJ FRVWYV DUH VX
SRUWLRQV RI RSHUDWLQJ H[SHQVHV 1RQ HQHUJ\ RSHUDWLQJ FRVWYV FF
HQHUJ\ RSHUDWLQJ FRVWYV UHIOHFW WKH FRVW RI QDWXUDO JDV XVH(
DPRXQWY DUH EDVHG RQ ELWXPHQ VDOHV YROXPHYV

2SHUDWLQJ H[SHQVHV LV DQ ,)56 PHDVXUH LQ WKH &RUSRUDWLRQ V
FRPSUHKHQVLYH LQFRPH ORVYV 2WKHU UHYHQXH LV DQ ,)56 PHDVXUH
HDUQLQJYVY ORVV DQG FRPSUHKHQVLYH LQFRPH ORVV ZKLFK LV WK
VWDWHPHQW PHDVXUH$WHHPBRCHLWO UBWHR®HURP RWKHU UHYHQXH WR SR
EHORZ

PLOOLRQV H[FHSW DV LQGLFDWHG EEO EEO
1RQ HQHUJ\ RSHUDWLQJ FRVWYV

(QHUJ\ RSHUDWLQJ FRVWYV

2SHUDWLQJ H[SHQVHV

2ZWKHU UHYHQXH
/HVV WUDQVSRUWDWLRQ UHYHQXH
3RZHU UHYHQXH

2SHUDWLQJ H[SHQVHV QHW RI SRZHU UHYHQXH

(INTHFWLYH UR\DOW\ UDWH

(IMTHFWLYH UR\DOW\ UDWH LV D QRQ *$$3 ILQDQFLDO UDWLR ,WV WHUP\
FRPSDUDEOH WR VLPLODU PHDVXUHV SURYLGHG E\ RWKHU FRPSDQLH\
FRQVLGHUHG LQ LVRODWLRQ RU DV DQ DOWHUQDWLYH IRU PHDVXUHYV RI

(ITHFWLYH UR\DOW\ UDWH HQDEOHV D FRPSDULVRQ EHWZHHQ SUH DQG
UDWH RQ D FRQVLVWHQW EDVLV 7KH DFWXDO UR\DOW\ UDWH DSSOLHG

7KH HIITHFWLYH UR\DOW\ UDWH LV FDOFXODWHG DV UR\DOW\ H[SHQVH G
DQG VWRUDJH H[SHQVH QRQ *$$3 PHDVXUH UHFRQFLOHG DERYH



PLOOLRQYV

%LWXPHQ UHDOL]DWLRQ
7UDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH
7UDQVSRUWDWLRQ UHYHQXH

%LWXPHQ UHDOL]DWLRQ DIWHU QHW WUDQVSRUWDWLRQ DQG VWRUDJH |
5R\DOWLHYV

(INTHFWLYH UR\DOW\ UDWH

&5,7,8&%/ $&&2817,1* 32/,&,(6 $1' (67,0$7(6

7KH &RUSRUDWLRQ V FULWLFDO DFFRXQWLQJ SROLFLHV DQG HVWLPDWH
ILQDQFLDO SRVLWLRQ DQG RSHUDWLRQV DQG WKDW UHTXLUH PDQDJHPFH
WKH DSSOLFDWLRQ RI ,)56 -XGJPHQWV DVVXPSWLRQV DQG HVWLPDW}
IDFWRUV WKDW PDQDJHPHQW EHOLHYHV WR EH UHDVRQDEOH XQGHU F
LQIRUPDWLRQ LV REWDLQHG WKHVH MXGJPHQWVYV DVVXPSWLRQV DQG
GLVFORVXUH RI WKH VLJQLILFDQW DFFRXQWLQJ SROLFLHV DQG WKH

MXGJPHQWY FDQ EH IRXQG LQ WKH &RUSRUDWLRQ V DQQXDO FRQVRO
'"HFHPEHU

75$16$&7,216 :,7+ 5(/$7(' 3$57,(6
7KH &RUSRUDWLRQ GLG QRW HQWHU LQWR DQ\ VLBQUI HFERMEBBHODWHG

DOBFHPEHU RWKHU WKDQ FRPSHQVDWLRQ RI NH\ PDQDJHPHQW SHU
GLUHFWRUV DQG H[HFXWLYH RIILFHUV RI WKH &4RUSRUDWLRQ DV NH\ PDC

PLOOLRQV
6KDUH EDVHG FRPSHQVDWLRQ
6DODULHY DQG VKRUW WHUP HPSOR\HH EHQHILWYV

([FOXGHY WKH LPSDFW RI WKH HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ LQ ERW

7KH LQFUHDVH LQ VKDUH EDVHG FRPSHQVDWLRQ WR NH\ PDQDJHPHQW ¢
WKH &RUSRUDWLRQ V VKDUH SULFH DQG LWV LPSDFW RQ WKH YDOXH RI

5,6. )$&7256

7KH &RUSRUDWLRQ V SULPDU\ IRFXV LV RQ WKH RQJRLQJ GHYHORSPH
GHYHORSLQJ DQG RSHUDWLQJ WKHVH DVVHWY WKH &RUSRUDWLRQ LV
RWKHUV RSHUDWLRQDO ULVNV ULVNV UHODWHG WR HFRQRPLF FRQGLV
ULVNV O0DQ\ RI WKHVH ULVNV LPSDFW WKH RLO DQG JDV LQGXVWU\ DV C
ZKLFK PD\ DIIHEW WKH &RUSRUDWLRQ LV FRQWD WKH PRVW
&RUSRUDWLR 7'7/77W4|-FF\/|-|M/H-IUDWBRLP\/ DOVR DYDLODEO%B(%PZHEV[

, ] DQ\ HYHQW DULVHV IURP WKH ULVN IDFWRUV VHW IRUWK EHORZ WKH
UHVXOWY RI RSHUDWLRQV RU FDVK IORZY DQG LQ VRPH FDVHV WKH &F
DITHFWHG 7KH &RUSRUDWLRQ KDV DQ (QWHUSULVH 5LVN ODQDJHPHQW

PDQDJH PRQLWRU DQDO\H DQG WDNH DFWLRQ RQ ULVNV WKDW WKUH
REMHFWLYHYV 7KH (50 SURJUDP HQVXUHV WKH ULVNV DUH DSSURSULL
PLWLIJDWLRQ VWUDWHILHY DUH HPSOR\HG ZKHQ GHHPHG QHFHVVDU\

0(*V RSHUDWLQJ UHVXOWY DQG WKH YDOXH RI LWV UHVHUYHYVY DQG FI
UHFHLYHG IRU ELWXPHQ DQG RQ WKH RSHUDWLQJ FRVWV RI WKH &KUL



ZKLFK PD\ VLIJQLILFDQWO\ YDU\ IURP WKDW FXUUHQWO\ DQWLFLSDWHG
DFKLHYH LWV H[SHFWHG UHYHQXHV O0(* V HDUQLQJV DQG FDVK IORZ 7
FRQGLWLRQ PD\ EH PDWHULDOO\ DGYHUVHO\ DIIHFWHG 3ULQFLSDO ID
RSHUDWLQJ UHVXOWY LQFOXGH ZLWKRXW OLPLWDWLRQ

(
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D GHFOLQH LQ RLO SULFHV RU ZLGHQLQJ RI GLIIHUHQWLDOV EHWZHHC
LQFUHDVHV LQ WKH SULFH DSSOLHG WR FDUERQ HPLVVLRQV
WKH QHIJDWLYH LPSDFWV RI WKH &29,' SDQGHPLF DQG WKH UHODWH

ORZHU WKDQ H[SHFWHG UHVHUYRLU SHUIRUPDQFH LQFOXGLQJ EXW
KLIJKHU 625 RU WKH LQDELOLW\ WR UHFRJQL]H FRQWLQXHG RU LQFUH
HOQKDQFHPHQW SURJUDP ZKLFK XVHV D FRPELQDWLRQ RI SURSULHWLEL
DQG HQKDQFHG FRPSOHWLRQ GHVLJIJQV RSWLPL]JHG LQWHU ZHOO V¢
SURMHFWY DQG VWHDP DOORFDWLRQ WHFKQLTXHYV

UHGXFHG DFFHVV WR RU DQ LQFUHDVH LQ WKH FRVW RI GLOXHQW
DQ LQFUHDVH LQ WKH FRVW RI QDWXUDO JDV
WKH UHOLDELOLW\ DQG PDLQWHQDQFH RI O(* V IDFLOLWLHYV

WKH VDIHW\ DQG UHOLDELOLW\ RI WKH $FFHVV 3LSHOLQH RWKHU SLS
WUDQVSRUW 0(* V SURGXFWYV

WKH QHHG WR UHSODFH VLJQLILFDQW SRUWLRQV RI H[LVWLQJ ZHOO
DGGLWLRQDO ZHOOV

WKH FRVW WR WUDQVSRUW ELWXPHQ GLOXHQW DQG ELWXPHQ EOHQG
WKH DYDLODELOLW\ DQG FRVW RI LQVXUDQFH DQG WKH LQDELOLW\ W]

VHYHUH ZHDWKHU RU FDWDVWURSKLF HYHQWY VXFK DV ILUHV OLJKW
H[SORVLRQV

VHDVRQDO ZHDWKHU SDWWHUQV DQG WKH FRUUHVSRQGLQJ HIIHFW
SURSHUWLHYV

WKH DYDLODELOLW\ RI ZDWHU VXSSOLHVY DQG WKH DELOLW\ WR WUDQ

FKDQJHV LQ WKH SROLWLFDO ODQGVFDSH DQG RU OHJDO WD[ DQG U
HOVHZKHUH

WKH DELOLW\ WR REWDLQ IXUWKHU DSSURYDOV DQG SHUPLWYV IRU 0(*

WKH DELOLW\ WR DWWUDFW RU DFFHVV FDSLWDO DV D UHVXOW RI FKI
Rl FOLPDWH FKDQJH (6* LQLWLDWLYHV WKH DGRSWLRQ RI GHFDUER!
WKH RLO DQG JDV LQGXVWU\

WKH DYDLODELOLW\ RI SLSHOLQH FDSDFLW\ DQG RWKHU WUDQVSRUWI
UHILQLQJ PDUNHWYV IRU 0(* V ELWXPHQ EOHQG

LQFUHDVHG UR\DOW\ SD\PHQWY UHVXOWLQJ IURP FKDQJHV LQ UHJXOL
LQIODWLRQDU\ SUHVVXUHY DQG LQFUHDVHG VXSSO\ FRVWYV
XQDYDLODELOLW\ RI RU LQFUHDVHG FRVW RI VNLOOHG ODERXU
XQDYDLODELOLW\ RI RU LQFUHDVHG FRVW RI PDWHULDOV

WKH FRVW RI FKHPLFDOV XVHG LQ 0(* V RSHUDWLRQV LQFOXGLQJ EX
RLO WUHDWPHQW IDFLOLWLHYV

WKH DYDLODELOLW\ RI DQG DFFHVV WR GULOOLQJ HTXLSPHQW DQG

WKH FRVW RI FRPSOLDQFH ZLWK DSSOLFDEOH UHJXODWRU\ UHJLPH!
UHIJXODWLRQ DQG *RYHUQPHQW RI $OEHUWD SURGXFWLRQ FXUWDLOP



:KLOH WKH ILUVW WKUHH SKDVHV RI WKH &KULVWLQD /DNH SURMHFW DU
QRW EH FRPSOHWHG RQ WLPH RU DW DOO DQG WKH FRVWYV DVVRFL
HI[SHFWHG $W DQ 625 RI WKH &RUSRUDWLRQ KDV GHYHORSHG RLO S|
DW LWV &KULVWLQD /DNH FHQWUDO SODQW IDFLOLW\ SULRU WR DQ\ LP:
WKH SKDVHG FRQVWUXFWLRQ RI WKH &KULVWLQD /DNH 3URMHFW DV ZH
SURMHFWY DQG WKH DSSOLFDWLRQ RI LWV SURSULHWDU\ UHVHUYRLU W
JURZWK SURMHFW FHQWUDO SURFHVVLQJ SODQ LV FRPSOHWH UDPS
VXEVHTXHQW SURGXFWLRQ HQKDQFHPHQW DQG RWKHU SURMHFWYVY PD\ (
WKH FRVWYV DVVRFLDWHG ZLWK DGGLWLRQDO SKDVHV DQG RWKHU SUR!
&RUSRUDWLRQ H[SHFWV

$GGLWLRQDO SKDVHV Rl GHYHORSPHQW RI WKH &KULVWLQD /DNH 3UR
LOQOWHUUXSWLRQV RU LQFUHDVHG FRVWYV GXH WR PDQ\ IDFWRUV VRPH
LQFOXGLQJ ZLWKRXW OLPLWDWLRQ

( IXWXUH FDSLWDO H[SHQGLWXUHV WR EH PDGH E\ WKH &RUSRUDWLR(
FDSLWDO H[SHQGLWXUHV WR D JLYHQ SURMHFW

( HQJLQHHULQJ DQG RU SURFXUHPHQW SHUIRUPDQFH IDOOLQJ EHORZ H

( FRQVWUXFWLRQ SHUIRUPDQFH IDOOLQJ EHORZ H[SHFWHG OHYHOV RI

( GHQLDO RU GHOD\V LQ UHFHLSW RI UHJXODWRU\ DSSURYDOV DGGLYV
QRQ FRPSOLDQFH ZLWK FRQGLWLRQV LPSRVHG E\ UHJXODWRU\ DSSUR

( DGHWHUPLQDWLRQ QRW WR SURFHHG ZLWK RU WR GHOD\ GHYHORSF

( ODERXU GLVSXWHV RU GLVUXSWLRQV GHFOLQHV LQ ODERXU SURGXI
VNLOOHG ODERXU

LQFUHDVHV LQ WKH FRVW RI PDWHULDOV

FKDQJHV LQ SURMHFW VFRSH RU HUURUV LQ GHVLJQ

DGGLWLRQDO UHTXLUHPHQWY LPSRVHG E\ FKDQJHV LQ ODZV LQFOXG
WKH DYDLODELOLW\ RI DQG DFFHVV WR GULOOLQJ HTXLSPHQW DQG
VHYHUH ZHDWKHU RU FDWDVWURSKLF HYHQWYV VXFK DV ILUH HDUWKT

e e e

, ] DQ\ RI WKH DERYH HYHQWYVY RFFXU WKH\ FRXOG KDYH D PDWHULDO DG
WR GHYHORS WKH &KULVWLQD /DNH 3URMHFW ZKLFK ZRXOG PDWHULDC(
UHVXOWY RI RSHUDWLRQV DQG SURVSHFWV ,Q DGGLWLRQ LI DQ\ RI
RSHUDWLRQDO DIWHU LW KDV PDGH VLIJQLILFDQW LQYHVWPHQWYV WKH!
VXIILFLHQW UHYHQXH WR VXSSRUW LWV FDSLWDO VWUXFWXUH

$00 RI 0(* V FXUUHQW SURGXFWLRQ DQG D VLJQLILFDQW DPRXQW RI I.
&KULVWLQD /DNH 3URMHFW DQG WUDQVSRUWHG WR PDUNHWV RQ WKH §
DQG 6HDZD\ 3LSHOLQHV $Q\ HYHQW WKDW LQWHUUXSWV RSHUDWLRQV [
SLSHOLQHV PD\ UHVXOW LQ D VLJQLILFDQW ORVV RU GHOD\ LQ SURGXFW

7KH &KULVWLQD /DNH 3URMHFW GHSHQGY RQ WKH DYDLODELOLW\ DQG V
RSHUDWHG E\ WKLUG SDUWLHV RU MRLQW YHQWXUHY ZLWK WKLUG SDUW

( SLSHOLQHV IRU WKH WUDQVSRUW RI QDWXUDO JDV GLOXHQW DQG EO
( SRZHU WUDQVPLVVLRQ JULGV VXSSO\LQJ DQG H[SRUWLQJ HOHFWULFL



( RWKHU WKLUG SDUW\ WUDQVSRUWDWLRQ LQIUDVWUXFWXUH VXFK DV |

JRU H[DPSOH WKH &KULVWLQD /DNH 3URMHFW GHSHQGV RQ WKH VXF
LQWHUUXSWLRQ LQ WKH RSHUDWLRQ Rl WKH $FFHVV 3LSHOLQH RU RWK|
LPSDFW RQ O(* E\ OLPLWLQJ LWV DELOLW\ WR WUDQVSRUW EOHQGHG ELI
ERWK VRXUFLQJ GLOXHQW DQG WUDQVSRUWLQJ LWV EOHQGHG ELWXPH
O0(* V SURGXFWLRQ EHLQJ VKXW LQ ,Q DGGLWLRQ LI FHUWDLQ SLSHOL
FROQVWUXFWLRQ DUH QRW FRPSOHWHG RQ WLPH WR WKH VSHFLILFDWLR
LQFUHDVH DQG O(*!'V RSHUDWLQJ UHVXOWYV ZRXOG EH DGYHUVHO\ DIIHFV

7KH XQDYDLODELOLW\ RU GHFUHDVHG FDSDFLW\ RI DQ\ RU DOO RI WKH I
WKH RSHUDWLRQ RI WKH &KULVWLQD /DNH 3URMHFW ZKLFK LQ WXUQ P
RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG SURVSHFWYV

,QFRPH WD[ ODZV DQG UHJXODWLRQV DQG RWKHU ODZV DQG JRYHUQPHC
RU LQWHUSUHWHG LQ D PDQQHU WKDW KDV D PDWHULDO DGYHUVH HIIH
FRQGLWLRQ DQG SURVSHFWV 7D[ DXWKRULWLHV KDYLQJ MXULVGLFWLR
ZKLFK ZH FDOFXODWH RXU WD[ OLDELOLWLHV VXFK WKDW WKH &RUSRUL
RU VXFK DXWKRULWLHY FRXOG FKDQJH WKHLU DGPLQLVWUDWLYH SUDFV
RI RXU VKDUHKROGHUV ,Q DGGLWLRQ DOO RI RXU WD[ ILOLQJV DUH VX
VXFK ILOLQJV LQ D PDQQHU WKDW DGYHUVHO\ DIIHFWV WKH &RUSRUDWL

,Q &DQDGD LQ WKH )DOO (FRQRPLF 6WDWHPHQW UHOHDVHG E\ WK
EX\EDFNV E\ SXEOLF FRUSRUDWLRQV ZDV SURSRVHG 8QGHU WKH SURS

D WZR SHUFHQW FRUSRUDWH OHYHO WD[ ZRXOG DSSO\ RQ WKH QH
FRUSRUDWLRQV LQ &DQDGD :KLOH WKHUH DUH IHZ GHWDLOV DYDLODEO
PRQLWRU DQG DVVHVYVY DQ\ SRWHQWLDO DGYHUVH LPSDFWYV

,Q DGGLWLRQ IURP WLPH WR WLPH GXULQJ SHULRGV RI KLJKHU HQHUJ\
LPSOHPHQWHG RU SURSRVHG WKH LPSOHPHQWDWLRQ RI ZLQGIDOO WDt
WKH (XURSHDQ 8QLRQ DSSURYHG D WHPSRUDU\ ZLQGIDOO WD[ RC
DQG H[FHHGLQJ D IRXU \HDU KLVWRULFDO DYHUDJH E\ $OWKRXJ
SURSRVHG VXFK D WD[ DQ\ GHFLVLRQ WR LPSOHPHQW VXFK D WD[ PD\ K
UHVXOWV RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG SURVSHFWYV

,QGLIJHQRXV 3HRSOHYVY KDYH FODLPHG LQGLJHQRXV WLWOH DQG ULJKWYV
,QGLIJHQRXVY 3HRSOHV KDYH ILOHG D FODLP DJDLQVW WKH *RYHUQPHC(
JRYHUQPHQWDO HQWLWLHY DQG WKH 5HJLRQDO OXQLFLSDOLW\ RI :RRG
$OEHUWD FODLPLQJ DPRQJ RWKHU WKLQJV LQGLJHQRXV WLWOH WR
LQFOXGLQJ WKH ODQGV RQ ZKLFK WKH &KULVWLQD /DNH 3URMHFW 0O(*
RSHUDWLRQV LQ $OEHUWD DUH ORFDWHG 6XFK FODLPV DQG RWKHU VI
KDYH D VLIJQLILFDQW DGYHUVH HIIHFW RQ O(* DQG WKH &KULVWLQD /DNF

2Q 'HFHPEHU WKH J)HGHUDO *RYHUQPHQW LQWURGXFHG %LOO &
'HFODUDWLRQ RQ WKH 5LJKWV RI ,QGLJHQRXV 3HRSOHV ZKLFK UHTXLU}
ODZV DUH FRQVLVWHQW ZLWK WKH 8QLWHG 1DWLRQV 'HFODUDWLRQ RQ
DQ DFWLRQ SODQ WR DFKLHYH 81'5,3 V REMHFWLYHV DQG WDEOH D UHS|
RQ WKH DFWLRQ SODQ 2Q -XQH %LOO & UHFHLYHG 5R\DO $VVH
SURFHVVHV PD\ EH FUHDWHG RU OHJLVODWLRQ DPHQGHG RU LQWURC
RSHUDWLRQV IXUWKHU LQFUHDVLQJ XQFHUWDLQW\ ZLWK UHVSHFW WR ¢

S5HFHQWO\ LQ %ULWLVK &ROXPELD DQ LQGLJHQRXV JURXS zZDV DEOH
WUDGLWLRQDO WHUULWRU\ KDG UHDFKHG D WLSSLQJ SRLQW UHVXOV
GHWHUPLQHG WKDW %ULWLVK &ROXPELD FRXOG QRW DXWKRUL]JH QHZ D



SHQGLQJ FRQVXOWDWLRQ DQG QHJRWLDWLRQ ZLWK WKH )LUVW 1DWLF
SUHFHGHQW LQ $OEHUWD OQHJRWLDWLRQV DUH RQJRLQJ EHWZHHQ WKH
UHVSHFWLQJ IXWXUH DXWKRUL]DWLRQV DQ LQWHULP DJUHHPHQW DOOR
WKH GHFLVLRQ ZDV QRW DSSHDOHG E\ WKH *RYHUQPHQW RI %ULWLVK
GHFLVLRQ RQ DERULJLQDO ODZ LQ &DQDGD RYHUDOO DQG LQ $OEHUW
VXFFHVVIXO WKDW HQFRPSDVVHV WKH &KULVWLQD /DNH 3URMHFW DQ
DGYHUVH HIIHFW RQ 0(*

O(*V UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ ZLOO EH G
UHFHLYHV IRU WKH ELWXPHQ ELWXPHQ EOHQG RU RWKHU ELWXPHQ SUF
VXFK SURGXFWYV ZLOO EH FORVHO\ FRUUHODWHG WR WKH SULFH RI FUX
DQG DUH OLNHO\ WR FROQWLQXH WR EH YRODWLOH LQ WKH IXWXUH &U>
SULFHV DQG &DQDGLDQ KHDY\ FUXGH RLO SULFHV KDYH IOXFWXDWHC(
IOXFWXDWLRQV LQ UHVSRQVH WR UHODWLYHO\ PLQRU FKDQJHV LQ VXSE¢
DUH EH\RQG 0(* V FRQWURO 7KHVH IDFWRUV LQFOXGH EXW DUH QRW Ol

( WKH QHJDWLYH LPSDFWV RI WKH &29,' SDQGHPLF WKH SUROLIH
JRYHUQPHQWDO SROLF\ DQG HPHUJHQF\ UHVSRQVH PHDVXUHY DQG DC

( JOREDO HQHUJ\ SROLF\ LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH D
&RXQWULHV 23(& DQG 23(& 30XV PHPEHUV WR VHW DQG PDLQWDL
FUXGH RLO

SROLWLFDO LQVWDELOLW\ DQG KRVWLOLWLHYV

GRPHVWLF DQG IRUHLJQ VXSSOLHV RI FUXGH RLO

WKH RYHUDOO OHYHO RI HQHUJ\ GHPDQG

ZHDWKHU FRQGLWLRQV

JRYHUQPHQW UHJXODWLRQV LQFOXGLQJ FXUWDLOPHQW RUGHUYV
WDI[HV

FXUUHQF\ H[FKDQJH UDWHYV

WKH DYDLODELOLW\ Rl UHILQLQJ FDSDFLW\ DQG WUDQVSRUWDWLRQ L
WKH HIIHFW Rl ZRUOGZLGH HQYLURQPHQWDO DQG RU HQHUJ\ FRQVHU"
WKH SULFH DQG DYDLODELOLW\ RI DOWHUQDWLYH HQHUJ\ VXSSOLHV
WKH RYHUDOO JOREDO HFRQRPLF HQYLURQPHQW

e e e e e e e e e

$Q\ SURORQJHG SHULRG RI ORZ FUXGH RLO SULFHV D ZLGHQLQJ RI GLII
FUXGH RLO SULFHV FRXOG UHVXOW LQ D GHFLVLRQ E\ O0(* WR VXVSHQG
WKH FRQVWUXFWLRQ RU H[SDQVLRQ RI ELWXPHQ UHFRYHU\ SURMHFWYV F
DFWLRQV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ O0(* V UHVXOWYV

7KH PDUNHW SULFHV IRU KHDY\ RLO ZKLFK LQFOXGHV ELWXPHQ EOHQG
OLJKW DQG PHGLXP JUDGHV RI RLO GXH SULQFLSDOO\ WR GLOXHQW SL
DVVRFLDWHG ZLWK KHDY\ RLO $OVR WKH PDUNHW IRU KHDY\ RLO LV P
PDNLQJ LW PRUH VXVFHSWLEOH WR VXSSO\ DQG GHPDQG IOXFWXDWLRQ
YXWXUH SULFH GLIIHUHQWLDOV DUH XQFHUWDLQ DQG DQ\ ZLGHQLQJ L
DGYHUVH HIIHFW RQ 0(* V UHVXOWV RI RSHUDWLRQV ILQDQFLDO FRQGL\



0(* FRQGXFWYVY DQ DVVHVVPHQW RI WKH FDUU\LQJ YDOXH RI LWV DVVHW
GHFOLQH RU GLIITHUHQWLDOV ZLGHQ WKH FDUU\LQJ YDOXH RI O(* V DV
O(*V HDUQLQJV FRXOG EH DGYHUVHO\ DIIHFWHG E\ DQ\ UHGXFWLRQ LQ \

7TKH &29,' SDQGHPLF KDV DIIHFWHG DQG PD\ PDWHULDOO\ DQG DGYH
ILOQDQFLDO UHVXOWY DQG OLTXLGLW\ 7KH VHYHULW\ PDJQLWXGH DQG (
Rl QHZ YDULDQW VWUDLQV RI WKH &29,' YLUXV UHPDLQV XQFHUWDLC

WHUP ZRUOGZLGH UHDFWLRQ WR LW DQG LPSDFW IURP LW UHPDLQV XQF
GLVUXSWLRQV LQ WKH VXSSO\ GHPDQG DQG SULFLQJ IRU SHWUROHXP ¢
DV ZHOO DV GHFOLQLQJ WUDGH DQG PDUNHW VHQWLPHQW DQG UHGX
FRPPRGLW\ SULFHV LQWHUHVW UDWHV FUHGLW UDWLQJV FUHGLW ULV
DQG UHVWULFWLRQV DQG OLPLWDWLRQV DSSOLHG E\ JRYHUQPHQWYV LQ
DV ZHOO DV WKH SDFH Rl UHOD[DWLRQ RI VXFK UHVWULFWLRQV DQG OL
FRXOG DGYHUVHO\ LPSDFW WKH &RUSRUDWLRQ LQ PDQ\ ZD\V LQFOXGLC
LWV SURGXFWV DELOLW\ RI 0(*!'V HPSOR\HHV DQG FRQWUDFWRUV WR St
ULVN GXH WR H[WHQGHG DQG FRPSDQ\ ZLGH WHOHFRPPXWLQJ GLVUXS
FRQWUDFWRUYV LQFUHDVH WKH ULVN WKDW RLO VWRUDJH FRXOG UH!
GHFUHDVHG GHPDQG OHDG WR D GLVUXSWLRQ LQ 0(*'V UHVRXUFH DFTX
LQ 0(*'V UHODWLRQVKLS ZLWK FXVWRPHUV

$GGLWLRQDOO\ WKH &29,' SDQGHPLF KDV VLJQLILFDQWO\ LPSDFWHG
DQG &29,' YDULDQW VWUDLQV RU DQRWKHU VLPLODU RXWEUHDN FRX
ZD\V LQFOXGLQJ EXW QRW OLPLWHG WR WKH IROORZLQJ

( o(*'V UHYHQXH PD\ EH UHGXFHG LI WKH SDQGHPLF UHVXOWY LQ DQ H
SURORQJHG GHFUHDVH LQ WKH GHPDQG IRU FUXGH RLO ELWXPHQ DQ

( O0(*!'V RSHUDWLRQV PD\ EH GLVUXSWHG RU LPSDLUHG WKXV ORZHULQ
O(*!'V HPSOR\HHV RU FRQWUDFWRUV DUH XQDEOH WR ZRUN GXH WR
WHPSRUDULO\ VKXW GRZQ RU UHVWULFWHG GXH WR FRQWURO PHDVXL

( 0(*!'V VROH RSHUDWLQJ IDFLOLW\ DW &KULVWLQD /DNH LV VXEMHFW W
LQWHUUXSWLRQ RI LWV RSHUDWLRQV LQ WKH HYHQW D VLJQLILFDQW
/IDNH IDFLOLW\ EHFRPH LQIHFWHG ZLWK &29," DV LW FRXOG SODFH |

,Q DGGLWLRQ WKH &29,' SDQGHPLF KDV LQFUHDVHG YRODWLOLW\ DQ(
PDUNHWYVY $V D UHVXOW O0(* PD\ H[SHULHQFH GLIILFXOW\ DFFHVVLQJ W
ZKLFK KDYH VXEVWDQWLDO FDSLWDO UHTXLUHPHQWY RU UHILQDQFH DC
DOO O(* DQWLFLSDWHYV IXQGLQJ FDSLWDO H[SHQGLWXUHV ZLWK H[LVW
VXEMHFW WR D QXPEHU RI YDULDEOHYVY LQFOXGLQJ PDQ\ EH\RQG O(*!
HISHQGLWXUHV H[FHHG FDVK UHVRXUFHV IURP ERUURZLQJV XQGHU W
FDSLWDO O0(* FRXOG EH UHTXLUHG WR FXUWDLO RSHUDWLRQV DQG WK
DGYHUVHO\ DIIHFW 0(*!'V EXVLQHVYV UHVXOWY RI RSHUDWLRQV DQG ILQEC

,Q JHEUXDU\ 5XVVLDQ PLOLWDU\ IRUFHVY LQYDGHG 8NUDLQH ,Q UHV
DUH DFWLYHO\ UHVLVWLQJ WKH LQYDVLRQ 7KH RXWFRPH RI WKH FRQI
FRQVHTXHQFHY RQ WKH SHDFH DQG VWDELOLW\ RI WKH UHJLRQ DQG WK
DQG WKH 8QLWHG 6WDWHY KDYH LPSRVHG VWULFW ILQDQFLDO DQG WU
IDU UHDFKLQJ HIIHFWV RQ WKH JOREDO HFRQRP\ 5XVVLD LV D PDMRU H
Rl RLO DQG QDWXUDO JDV IURP 5XVVLD FRXOG FDXVH D VLIJQLILFDQW Z
KDYH D VLIJQLILFDQW LPSDFW RQ ZRUOGZLGH SULFHV RI RLO DQG QDWXI
DQG QDWXUDO JDV FRXOG KDYH D VLJQLILFDQW DGYHUVH LPSDFW RQ
FRQIOLFW DQG WKH VDQFWLRQV LPSRVHG RQ 5XVVLD UHPDLQ XQFHUWDIL



O(*!'V EXVLQHVYVY LV VXEMHFW WR JHQHUDO HFRQRPLF FRQGLWLRQV $C
FRQGLWLRQV FRXOG QHJDWLYHO\ LPSDFW GHPDQG IRU FUXGH RLO ELW
UHVXOWY RI ILQDQFLQJ HIITRUWV WLPLQJ DQG H[WHQW RI FDSLWDO HJ[SFH

9RODWLOLW\ LQ FUXGH RLO ELWXPHQ EOHQG QDWXUDO JDV DQG GLOX
DQG GHPDQG IXQGDPHQWDOV PDUNHW FRPSHWLWLRQ ODERXU PDUNHW
D ZLGHVSUHDG SDQGHPLF O0(* V DELOLW\ WR JHQHUDWH VXIILEFLHQW FD
0(* V DELOLW\ WR DFFHVV H[WHUQDO VRXUFHV Rl GHEW DQG HTXLW\ F
0(* V DELOLW\ WR PDNH FDSLWDO LQYHVWPHQWY DQG WKH DPRXQWV RI
IXWXUH ODZVXLWV DQG UHJXODWLRQV DVVHVVPHQWY DQG DXGLWV LQ
VXEVLGLDU\ SROLWLFDO DQG HFRQRPLF FRQGLWLRQV LQ WKH JHRJUD:
GLIILEXOW\ RU GHOD\V LQ REWDLQLQJ QHFHVVDU\ UHJXODWRU\ DSSURY
RWKHU ULVNV DQG XQFHUWDLQWLHY FRXOG LQGLYLGXDOO\ RU LQ WK
EXVLQHVV SURVSHFWV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWL
KHDOWK RI WKH HFRQRP\ DV D ZKROH PD\ KDYH D PDWHULDO DGYHUVH
FRQGLWLRQ DQG SURVSHFWV 7KHUH FDQ EH QR DVVXUDQFH WKDW DQ
REMHFWLYH RI PLWLJDWLQJ WKH IRUHJRLQJ ULVNV ZLOO DYRLG IXWXUHI
GRHVY QRW EHOLHYH WKDW LQIODWLRQ KDV KDG D PDWHULDO HIIHFW
RSHUDWLRQV WR GDWH LI RSHUDWLRQ RU ODERXU FRVWV ZHUH WR EHI
PD\ QRW EH DEOH WR IX0OO\ RIIVHW VXFK KLJKHU FRVWV ,QDELOLW\ RU
FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

7KH VXFFHVVIXO RSHUDWLRQ RI WKH &RUSRUDWLRQ!V EXVLQHVV ZLOO
VNLOOHG ODERXU DQG VXSSO\ RI UHTXLUHG JRRGV DQG VHUYLFHV 7KH
VRXUFLQJ WKH UHTXLUHG ODERXU DQG JRRGVY DQG VHUYLFHV UHTXLUEL
WKURXJK DQ LQDELOLW\ WR UHFUXLW QHZ HPSOR\HHV RU FRQWUDFWRI
UHWDLQ KLJK TXDOLW\ DQG H[SHULHQFHG HPSOR\HHVY RU FRQWUDFWRU\
HPSOR\HH!V ZRUN OLIH EDODQFH DQG GHVLUH IRU FRPSHWLWLYH FRPSH
WLIKW GXH WR D VWUHQJIJWKHQLQJ FRPPRGLW\ SULFH HQYLURQPHQW DC
RI ZHDN FRPPRGLW\ SULFHVY ODFN RI ZRUN FHUWDLQW\ ORZHU ZDJHV D
ZRUNHUV IURP WKH RLO DQG JDV LQGXVWU\ /DERXU HTXLSPHQW DQG P
PD\ DOVR EH LQ VKRUW VXSSO\ VXEMHFW WR VXEVWDQWLDO FRVW LQI
GHOD\V LQ WUDQVSRUWDWLRQ RI PDWHULDOV JLYHQ WKH LPSDFWYV RI &:

7KH QDWXUH RI 0(* V RSHUDWLRQV UHVXOWY LQ H[SRVXUH WR IOXFWXD
LV D VLIQLILFDQW FRPSRQHQW RI O0O(* V FRVW VWUXFWXUH DV LW LV X'
FUHDWH HOHFWULFLW\ DW O(* V FRIJIHQHUDWLRQ IDFLOLW\ 'LOXHQW V
FRPPRGLW\ LQSXWYV DQG LV XVHG DV SDUW RI 0(* V SURGXFW PDUNHWL
ELWXPHQ LQ RUGHU WR DOORZ LW WR EH WUDQVSRUWHG

+LVWRULFDOO\ FUXGH RLO DQG HOHFWULFLW\ SULFHV KDYH EHHQ SR
QDWXUDO JDV $V D UHVXOW O0(* H[SHFWV WR EH DEOH WR RIIVHW D SI
ZLWK DQ LQFUHDVH LQ WKH SULFH RI QDWXUDO JDV RU FRQGHQVDWH Z|
SULFHVY DQG HOHFWULFLW\ VROG IURP O(*!'V FRIJIHQHUDWLRQ XQLWV O0O(*
IDFWRUV WKDW DUH QRW ZLWKLQ LWV FRQWURO DQG LQYHVWRUV DUH
SULFHV RI WKHVH FRPPRGLWLHY FHDVH WR EH SRVLWLYHO\ FRUUHODWH
SULFHV RI QDWXUDO JDV RU GLOXHQW ULVH RU UHPDLQ VWHDG\ 0(* V U
FRXOG EH DGYHUVHO\ DIITHFWHG

ORVW RI 0(* V UHYHQXHV DUH EDVHG RQ WKH 8 6 GROODU VLQFH UH"
ELWXPHQ EOHQGV LV JHQHUDOO\ UHIHUHQFHG WR D SULFH GHQRPLQD
RSHUDWLQJ DQG RWKHU FRVWV LQ &DQDGLDQ GROODUV $V D UHVXOW

WKH 8 6 GROODU DQG WKH &DQDGLDQ GROODU DQG DQ\ VWUHQJWKHQ
FRXOG QHJDWLYHO\ LPSDFW 0(* V RSHUDWLQJ PDUJLQV DQG FDVK IORZ\



LQ &DQDGLDQ GROODUV IOXFWXDWLRQV LQ SURGXFW SULFLQJ DQG L«
&DQDGLDQ GROODU DIIHFW 0(* V UHSRUWHG UHVXOWYV

JXUWKHU VXEVWDQWLDOO\ DOO RI 0(*V GHEW LV GHQRPLQDWHG LQ 8 6
UDWHYV PD\ VLIQLILFDQWO\ LQFUHDVH RU GHFUHDVH WKH DPRXQW RI GH
VWDWHPHQWY ZKLFK FRXOG KDYH D VLIJQLILFDQW HIIHFW RQ O(* V UHVX

O(* XVHV SK\VLFDO DQG ILQDQFLDO LQVWUXPHQWY WR KHGJH LWV H[SR!
UDWHYV DQG LQWHUHVW UDWHV O0(*!'V HQJDJHPHQW LQ VXFK KHGJLQJ DF
HYHQW RI QRQ SHUIRUPDQFH E\ FRXQWHUSDUWLHYVY WR WKH SK\VLFDO
GLOXHQW RU JDV SULFHV LQWHUHVW UDWHV RU H[FKDQJH UDWHYV LQFL
DQ\ KHGJLQJ DJUHHPHQWYV VXFK KHGJLQJ DUUDQJHPHQWY PD\ SUHYHC
LQFUHDVHVY RU GHFUHDVHV ,Q DGGLWLRQ DQ\ IXWXUH FRPPRGLW\ KH
ILOQDQFLDO ORVV LI LW LV XQDEOH WR SURGXFH VXIILFLHQW TXDQWL)\
UHTXLUHG WR SD\ D PDUJLQ FDOO RQ D KHGJH FRQWUDFW RU LI LW LV U
SULFH WKDW LV KLIKHU WKDQ O0(* V IL[HG FHLOLQJ SULFH

7R WKH H[WHQW WKDW ULVN PDQDJHPHQW DFWLYLWLHY DQG KHGJLQJ V
H[FKDQJH UDWHV LQWHUHVW UDWHV RU RWKHU ULVNV ULVNV DVVRFLD
OLPLWDWLRQ FRXQWHUSDUW\ ULVN VHWWOHPHQW ULVN EDVLV ULVN
DFWLYLWLHY DQG VWUDWHILHYV ZKLFK ZRXOG KDYH D QHIJDWLYH LPSDF!
SURVSHFWYV

7KH PDUNHW HYHQWY DQG FRQGLWLRQV WKDW WUDQVSLUHG LQ UHFHQ
LQFOXGLQJ GLVUXSWLRQV LQ WKH LQWHUQDWLRQDO FUHGLW PDUNHWYV
HFRQRPLF FRQGLWLRQV KDYH DPRQJ RWKHU WKLQJV FDXVHG VLJQLILF
FRQGLWLRQV FDXVHG D ORVV Rl FRQILGHQFH LQ WKH EURDGHU 8 6 (XU
DQG UHVXOWHG LQ WKH FROODSVH RI DQG JRYHUQPHQW LQWHUYHQWL!
LQVXUHUV DQG FUHDWHG D FOLPDWH RI JUHDWHU YRODWLOLW\ OHV)\
WUDQVSDUHQF\ LQFUHDVHG FUHGLW ORVVHV DQG WLJKWHU FUHGLYV
JRYHUQPHQWVY FRQFHUQV DERXW WKH JHQHUDO FRQGLWLRQ RI WKH
LQYHVWPHQW EDQNV LQVXUHUV DQG RWKHU ILQDQFLDO LQVWLWXWL
GHWHULRUDWH DQG VWRFN PDUNHWV WR GHFOLQH VXEVWDQWLDOO\ 7K
LPSDFWHG WKH SHUIRUPDQFH RI WKH JOREDO HFRQRP\ $ QHZ JOREDC
HYHQWY DQG FRQGLWLRQV

3HWUROHXP SULFHV DUH H[SHFWHG WR UHPDLQ YRODWLOH IRU WKH QH
WKH VXSSO\ DQG GHPDQG IXQGDPHQWDOV IRU SHWUROHXP SURGXFWYV C
DFWLRQV WDNHQ E\ WKH 23(& DQG 23(& 30XV FRXQWULHV DQG WKH RQ
HFRQRPLHV DQG QHZ VXSSOLHV RI FUXGH RLO ZKLFK PD\ EH FUHDWHG
XQFRQYHQWLRQDO UHVRXUFH SOD\V ,W LV SRVVLEOH WKDW SHWUROHX
WLPH

&OLPDWH FKDQJH PD\ LQWURGXFH QHZ ULVNV WR 0(*!'V EXVLQHVV LQFC(
&HUWDLQ RI WKHVH FOLPDWH FKDQJH ULVNV LQFOXGH WKH IROORZLQJ

7TUDQVLWLRQDO ULVNV LQFOXGH D EURDGHU VHW RI ULVNV DVVRFLDW
HFRQRP\ $ QHJDWLYH LPSDFW IURP WUDQVLWLRQDO ULVNV FRXOG UH
REWDLQLQJ UHJXODWRU\ DSSURYDOV IRU SLSHOLQHVY DQG RWKHU SU



UHJXODWRU\ FRVWYV GLPLQLVKHG VKDUHKROGHU FRQILGHQFH FRQWLQ
EXVLQHVV RU HURVLRQ RU ORVV RI SXEOLF VXSSRUW WRZDUGV WKH K\G

1HJDWLYH FRQVHTXHQFHV ZKLFK FRXOG DULVH DV D UHVXOW RI FKD
HQYLURQPHQW LQFOXGH EXW DUH QRW OLPLWHG WR FKDQJHV LQ HQY
IXWXUH SURMHFWVY E\ JRYHUQPHQWDO DXWKRULWLHV ZKLFK FRXOG U
UHTXLUHPHQWY SRWHQWLDOO\ LQFUHDVLQJ WKH FRVW RI FRQVWUXFW
DUH IXUWKHU GLVFXVVHG XQGHU WKH KHDGLQJ #(QYLURQPHQWDO DQG
EHORZ

1HIJDWLYH LPSDFWV IURP WUDQVLWLRQDO ULVNV DQG SK\VWLFDO ULVNV F
ZKLFK FRXOG LPSDFW O0(*!V RSHUDWLQJ UHVXOWYV ,Q WHUPV RI UHSXWD!'
RLO VDQGV FRXOG UHVXOW LQ GHOD\V LQ REWDLQLQJ UHJXODWRU\ D
FRPSHWLWLRQ IRU PDUNHW DFFHVV )XWXUH OHJLVODWLRQ RU SROLFI
SURGXFHG IURP WKH RLO VDQGYV PD\ EH DGRSWHG LQ GRPHVWLF DQG RL
ZRUOG PDUNHW IRU WKLV FUXGH RLO UHGXFH LWV SULFH DQG PD\ UHVX
RLO UHVRXUFHV ,Q WHUPV RI SK\WVLFDO ULVN SRWHQWLDO LQFUHDVH)\
SLSHOLQHVY VWRUDJH LQIUDVWUXFWXUH DV ZHOO DV UHILQHULHV

SHSXWDWLRQDO ULVNV LQFOXGH QXPHURXV IDFWRUV ZKLFK FRXOG QH
SXEOLF SHUFHSWLRQV RI WKH HQHUJ\ LQGXVWU\ QHJDWLYH SXEOLFLW
SODQV RU QHZ SURMHFWY RSSRVLWLRQ IURP RUJDQL]DWLRQV DQG S
VSHFLILFDOO\ RLO VDQGYV SURMHFWY DQG SLSHOLQH SURMHFWYV LQFOX

1HJDWLYH SXEOLF SHUFHSWLRQV RI WKH $OEHUWD RLO VDQGV ZKHUH
SURILWDELOLW\ RI 0(*!'V FXUUHQW RU IXWXUH RLO VDQGYVY SURMHFWYV )
DQG *+* HPLVVLRQV WKH VFDOH RI WKH JOREDO HQHUJ\ WUDQVLWLRQ I
RI WKH JOREDO HQHUJ\ WUDQVLWLRQ WKH UHSXWDWLRQV RI RLO DQC(
XQIDYRXUDEOH 7KHUH DUH DGGHG VRFLDO SUHVVXUHV ZKLFK GHPDQG
WKH ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH GHFUHDVH *+* HPLVVL
WKHUH LV D UHSXWDWLRQDO ULVN LQ FRQQHFWLRQ ZLWK O0(* V DELOLYV
UHGXFWLRQ H[SHFWDWLRQV IURP NH\ VWDNHKROGHUV O0(* KDV EHHQ L
UHVSRQG WR LQYHVWRUV LQFUHDVLQJ H[SHFWDWLRQV E\ SURDFWLYHO
LQYHVWLQJ LQ HQHUJ\ HIILFLHQF\ DQG HPLVVLRQV UHGXFWLRQ SURMH
HIHFXWLYH FRPSHQVDWLRQ WR SURJUHVV RQ (6* JRDOV DQG REMHFWLY|

'"HYHORSPHQW RI WKH $OEHUWD RLO VDQGV KDV UHFHLYHG FRQVLGHUDE
FOLPDWH FKDQJH *+* HPLVVLRQV DQG ,QGLJHQRXV HQJDJHPHQW 7KH L
RQ RLO VDQGV WDUJHWLQJ HTXLW\ DQG GHEW LQYHVWRUV OHQGHUV D
IRU RU LQYHVWPHQW LQ WKH $OEHUWD RLO VDQGV VHFWRU &RQFHUQV
SURILWDELOLW\ RI 0(*!V FXUUHQW RLO VDQGV SURMHFWV DQG WKH YLD
UHJXODWRU\ XQFHUWDLQW\ OHDGLQJ WR XQFHUWDLQW\ LQ HFRQRPLF
UHODWLQJ WR WKH VDQFWLRQLQJ RI IXWXUH SURMHFWY ,Q DGGLWLF
LQYHVWRUV OHQGHUV DQG LQVXUHUV FRXOG DIIHFW 0(*!'V DELOLW\ WR
WDNHQ DFWLRQV RU DQQRXQFHG SROLFLHV WR OLPLW DYDLODEOH FRY
UHYHQXH IURP WKH RLO VDQGV VHFWRU $V D UHVXOW RI WKHVH SROLF
LQVXUDQFH SROLFLHV FRXOG LQFUHDVH VXEVWDQWLDOO\ ,Q VRPH LQV
RQO\ IRU UHGXFHG DPRXQWV RI FRYHUDJH $V D UHVXOW O(* PD\ QRW |
SURFXUH RWKHU GHVLUDEOH LQVXUDQFH FRYHUDJH HLWKHU RQ FRPPHL



o(*'v PLG WHUP DQG ORQJ WHUP JRDOV UHODWHG WR UHDFKLQJ QHW ]H
WKH SRWHQWLDOO\ ORQJ WLPHIUDPH DQG FHUWDLQ IDFWRUV RXWVLGEH
HITHFWLYHQHVYVY RI FXUUHQW DQG IXWXUH HPLVVLRQV UHGXFWLRQV \
XQFHUWDLQWLHYVY O(*!'V DFWLRQV WDNHQ LQ LPSOHPHQWLQJ VXFK D WCLC
KHLIKWHQHG ILQDQFLDO DQG RSHUDWLRQDO ULVNYV

THFKQRORJLFDO DGYDQFHPHQWY DQG LQQRYDWLRQV DVVRFLDWHG ZLV
HFRQRP\ PD\ LPSDFW WKH GHPDQG IRU 0(*!V SURGXFWYV 7KLV PD\ LQFC
VXSSOLHY DQG FDUERQ SHUIRUPDQFH RI SHWUROHXP FRPSHWLWRUV

3K\WVLFDO ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH PD\ LQFOXGH FKU
ZHDWKHU SDWWHUQV DQG WKH FRUUHVSRQGLQJ HIIHFWV RI VHDVRQDO
ZKLFK LQFOXGH FDWDVWURSKLF HYHQWYV VXFK DV ILUHV OLJKWQLQJ
LPSDFW O(*!'V RSHUDWLRQV

$V D SDUW RI 0(* V VWUDWHJLF SULRULW\ WR UHWDLQ LWV SRVLWLRQ C
FRPPLWWHG WR YDULRXV (6* WDUJHWV LQFOXGLQJ WKH PLG WHUP WDU
DQG 6FRSH E\ PHIJDWRQQHV SHU DQQXP E\ \HDU HQG DQG WKH J

*+* HPLVVLRQV E\ 7R DFKLHYH WKHVH JRDOV DPRQJ RWKHUV DQG
PD\ LQFXU DGGLWLRQDO FRVWYV DQG LQYHVW LQ QHZ WHFKQRORJLHV D
LQYHVWPHQWY PD\ EH OHVV WKDQ H[SHFWHG DQG JRYHUQPHQW UHJIXC
WKHVH JRDOV PD\ EH OHVV WKDQ H[SHFWHG HDFK RI ZKLFK PD\ KDYH
FRQGLWLRQ DQG UHSXWDWLRQ

*HQHUDOO\ VSHDNLQJ O0(* V (6* WDUJHWV LQFOXGLQJ WKRVH UHODWH
GLYHUVLW\ UHODWLRQVKLSV ZLWK VWDNHKROGHUV LQFOXGLQJ ,QGL.
GHSHQG VLJQLILFDQWO\ RQ O0(* V DELOLW\ WR H[HFXWH LWV FXUUHQW I
WKH QXPHURXVY ULVNVY DQG XQFHUWDLQWLHY DVVRFLDWHG ZLWK 0(*!V E.

0(* UHFRJQL]HV WKDW LWV DELOLW\ WR DGDSW WR DQG VXFFHHG LQ D
SHHUV ,QYHVWRUV DQG RWKHU VWDNHKROGHUYV LQFUHDVLQJO\ FRPSEL
LQFOXGLQJ FOLPDWH UHODWHG SHUIRUPDQFH )DLOXUH E\ 0(* WR DFKI
VWDNHKROGHUYV WKDW 0(* V (6* WDUJHWYV DUH LQVXIILFLHQW FRXOG DC
DQG DELOLW\ WR DWWUDFW FDSLWDO 7KH FRQWLQXHG IRFXV RQ FOLPD
IRU 0(* DV WKH SUHVVXUH WR UHGXFH HPLVVLRQV LQFUHDVHV O0(* V D
LPSDFWHG LI ILQDQFLDO LQVWLWXWLRQV DQG LQYHVWRUV LQFRUSRUDYV
SRUWIROLRYVY RU DGRSW UHVWULFWLYH GHFDUERQL]DWLRQ SROLFLHV

7KHUH LV DOVR D ULVN WKDW VRPH RU DOO RI WKH H[SHFWHG EHQHILW
YDULRXV (6* WDUJHWYV PD\ IDLO WR PDWHULDOL]H PD\ FRVW PRUH WR D
WLPHIUDPHYV ,Q DGGLWLRQ WKHUH DUH ULVNV WKDW WKH DFWLRQV WD
UHODWLQJ WR (6* IRFXV DUHDV PD\ KDYH D QHJDWLYH LPSDFW RQ O
RSHUDWLRQV RU LQFUHDVHG FRVWY DQG FDSLWDO H[SHQGLWXUHV ZKL
ILQDQFLDO UHVXOWYV

O(*!'v RSHUDWLRQV DUH DQG ZLOO FRQWLQXH WR EH DIIHFWHG LQ YD
UHJXODWLRQV UHJDUGLQJ WKH SURWHFWLRQ RI WKH HQYLURQPHQW 6K



0(*V FRPSHWLWLYH SRVLWLRQ ZLWKLQ WKH WKHUPDO RLO LQGXVWU\
SDUWLFLSDQWY KDYH JUHDWHU UHVRXUFHVY WKDQ O0(* WR DGDSW WR OH.

1R DVVXUDQFH FDQ EH JLYHQ WKDW IXWXUH HQYLURQPHQWDO DSSURY
O(* vV DELOLW\ WR GHYHORS DQG RSHUDWH LWV RLO VDQGV SURMHFWYV

SURGXFWLRQ (TXLSPHQW ZKLFK FDQ PHHW IXWXUH HQYLURQPHQWDO V
WLPHO\ EDVLVY DQG LQVWLWXWLQJ PHDVXUHVY WR HQVXUH HQYLURQPHQ\
RSHUDWLQJ FRVWYV RU UHGXFH RXWSXW 7KHUH LV D ULVN WKDW WKH Il
OHJLVODWLRQ WKDW ZRXOG SURJUHVVLYHO\ LQFUHDVH WD[ RQ DLU HPL
RU LQGLUHFWO\ UHGXFWLRQV LQ DLU HPLVVLRQV SURGXFHG E\ HQHUJ\
PLWLJDWH

$00 SKDVHV RI WKH WKHUPDO RLO EXVLQHVV SUHVHQW HQYLURQPHQWI
OHJLVODWLRQ DQG UHJXODWLRQ SXUVXDQW WR D YDULHW\ RI IHGHUDO
OHJLVODWLRQ SURYLGHV IRU DPRQJ RWKHU WKLQJY SHUPLW UHTXLUH
RU HPLVVLRQV RI YDULRXV VXEVWDQFHY SURGXFHG LQ DVVRFLDWLRQ

XVDJH DQG ODQG GLVUXSWLRQ 7KH OHJLVODWLRQ DOVR UHTXLUHV W
PDLQWDLQHG DEDQGRQHG DQG UHFODLPHG WR WKH VDWLVIDFWLRQ RI
VXFK OHJLVODWLRQ FDQ UHTXLUH VLJQLILFDQW H[SHQGLWXUHYVY DQG D
UHVXOW LQ WKH LPSRVLWLRQ RI ILQHVY DQG SHQDOWLHYV VRPH RI ZKLFFk
RWKHU SROOXWDQWYV LQWR WKH DLU VRLO RU ZDWHU PD\ JLYH ULVH \V
UHTXLUH WKH &RUSRUDWLRQ WR LQFXU FRVWYV WR UHPHG\ VXFK GLVFKD

7KHUH KDV DOVR EHHQ LQFUHDVHG DFWLYLVP UHODWLQJ WR FOLPDWH F
*RYHUQPHQW DQG FHUWDLQ SURYLQFLDO JRYHUQPHQWYV LQ &DQDGD KD
DGRSWLQJ DPELWLRXV HPLVVLRQV UHGXFWLRQ WDUJHWY DQG VXSSRUW
SULFLQJ FOHDQ HQHUJ\ ILHOG DQG HPLVVLRQ VWDQGDUGY DQG DOWH!
FOLPDWH FKDQJH IRVVLO IXHO H[WUDFWLRQ *+* HPLVVLRQV DQG ZDWt
HQDFW DGGLWLRQDO RU PRUH VWULQJHQW ODZV DQG UHJXODWLRQV DS
HQHUJ\ LQGXVWU\ LQ JHQHUDO (QYLURQPHQWDO OHJLVODWLRQ LV H
VWDQGDUGY DQG HQIRUFHPHQW ODUJHU ILQHV DQG OLDELOLW\ DQG SF
FRVWVY DQG ERWK WKH JHGHUDO *RYHUQPHQW DQG WKH *RYHUQPHQW |
OHJLVODWLRQ WKDW DIIHFWV WKH WKHUPDO RLO SURGXFWLRQ LQGXV!
SURYLQFLDO JRYHUQPHQWV FRXOG SDVV OHJLVODWLRQ WKDW ZRXOG
UHGXFWLRQV LQ DLU HPLVVLRQV SURGXFHG E\ HQHUJ\ LQGXVWU\ SDUW
PLWLJDWH 6KRXOG WKHUH EH FKDQJHV WR H[LVWLQJ ODZV RU UHJXODMW
WKHUPDO RLO SURGXFWLRQ LQGXVWU\ PD\ EH DGYHUVHO\ DIIHFWHG

1R DVVXUDQFH FDQ EH JLYHQ WKDW IXWXUH HQYLURQPHQWDO DSSURYD
&RUSRUDWLRQ!V DELOLW\ WR GHYHORS DQG RSHUDWH LWV WKHUPDO RL
RU FRQWURO LWV FRVWV Rl SURGXFWLRQ &KDQJHV WR HQYLURQPHQWI
FKDQJH FRXOG LPSDFW WKH GHPDQG RU SULFLQJ IRU WKH &RUSRUDW
H[SHQGLWXUHV RSHUDWLQJ H[SHQVHV DEDQGRQPHQW DQG UHFODPDW
QRW EH UHFRYHUDEOH LQ WKH PDUNHWSODFH DQG ZKLFK PD\ UHVXOW L
SURILWDEOH RU XQHFRQRPLF (TXLSPHQW ZKLFK FDQ PHHW IXWXUH HQY
HFRQRPLF RU WLPHO\ EDVLV DQG LQVWLWXWLQJ PHDVXUHV WR HQVX
VLIQLILFDQWO\ LQFUHDVH RSHUDWLQJ FRVWY RU UHGXFH RXWSXW

$Q\ UHTXLUHPHQW WR GHYHORS RU LPSOHPHQW QHZ WHFKQRORJ\ LQ U
UHTXLUH D VLIJQLILFDQW LQYHVWPHQW RI FDSLWDO DQG UHVRXUFHV
LPSOHPHQW VXFK WHFKQRORJLHVY FRXOG SUHYHQW WKH &RUSRUDWLRQ
VXFFHVVIXOO\ FRPSHWH ZLWK RWKHU FRPSDQLHV

1R DVVXUDQFH FDQ EH JLYHQ WKDW HQYLURQPHQWDO ODZV DQG UHJXO|
FDS RQ HPLVVLRQV RU D PDWHULDO LQFUHDVH LQ WKH FRVWV RI SUR
RWKHUZLVH KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RUSRUDWLI
SURVSHFWV 7KH &RUSRUDWLRQ EHOLHYHV WKDW LW LV UHDVRQDEO\



HQYLURQPHQWDO OHJLVODWLRQ ZLOO FRQWLQXH DQG DQWLFLSDWHV W
PRUH VWULQJHQW HQYLURQPHQWDO ODZV

7KH GLUHFW DQG LQGLUHFW FRVWV RI WKH YDULRXV *+* UHJXODWLRQYV
6WDWHV LQFOXGLQJ DQ\ OLPLWV RQ RLO VDQGYV HPLVVLRQV DQG WKH ¢
3DULV $JUHHPHQWHWKAUHRIIKPUKMLRQV $BFARREBWDEH OIDW\ IFMNOXWLRQ 31
**3$ WKH &OHDQ )XHO &®HREQD)\WHRQWMWKHEDREGLQFLDO *RYHUQPHQW V |
WKH BH3XODDMAR®Q\ RWKHU IHGHUDO RU SURYLQFLDO FDUERQ HPLVVL
0(* V EXVLQHVV RSHUDWLRQV DQG ILQDQFLDO UHVXOWVY 1HZ RU DGGLW
LQFUHDVH RSHUDWLQJ FRVWV RU UHGXFH RXWSXW (TXLSPHQW WKDW
DYDLODEOH RQ DQ HFRQRPLF EDVLY DQG RWKHU FRPSOLDQFH PHWKRGYV
UHTXLUHG OHYHOV PD\ VLJQLILFDQWO\ LQFUHDVH RSHUDWLQJ FRVWV R
RU IXQG FUHGLWYV PD\ QRW EH DYDLODEOH IRU DFTXLVLWLRQ RU PD\ QR
PHHW *+* HPLVVLRQ UHGXFWLRQ FRPSOLDQFH REOLJDWLRQV PD\ KDYH
EXVLQHVV DQG UHVXOW LQ ILQHV SHQDOWLHVY DQG WKH VXVSHQVLRQ R

2Q 'HFHPEHU WKH *RYHUQPHQW Rl &DQDGD UHOHDVHG D GRFXPF
+HDOWK\ (FRQRP\ ZKLFK RXWOLQHG QHZ DQG XSGDWHG SROLFLHV DC
LQFOXGHG D SURSRVDO WR LQFUHDVH WKH FDUERQ SULFH XQGHU WKH *
WRQQH RI FDUERQ SROOXWLRQ LQ 7KH LQWHQW Rl WKH SULFH DG
GLVFRXUDJH SROOXWLRQ LQWHQVLYH LQYHVWPHQWYV

2Q -XO0\ WKH *RYHUQPHQW &R HOIQ PG00 ¥EYGIHWXBR 8/ KIMKH HQDEOLC
VWDWXWGIHO®&HXHOLRWBQWDYIGHY SURGXFHUV DQG LPSRUWHUV RI JDVR
LQWHQVLW\ RI OLTXLG IRVVLO IXHOV $V 0(* V EXVLQHVV DQG SURGXFW
&OHDQ )XHO 6WDQGDUGV LV &DR\W QD 5600 REVPD GFRRIMVA BH WWK MV KRV H IDFLC
JDVROLQH RU GLHVHO WKH FRJHQHUDWLRQ IDFLOLWLHYV XVHG E\ O(* IR
DSSO\ WRHMKH)XHO 6WDQGDUG

JXWXUH IHGHUDO OHJLVODWLRQ LQFOXGLQJ WKH LPSOHPHQWDWLRQ R
&DQDGLDQ ODZ DV ZHOO DV SURYLQFLDO OHJLVODWLRQ DQG HPLVVLRQ
UHTXLUH WKH UHGXFWLRQ RI *+* RU RWKHU LQGXVWULDO DLU HPLVVL
RSHUDWLRQVY DQG IDFLOLWLHY ODQGDWRU\ HPLVVLRQV UHGXFWLRQ UF
UHVXOW LQ LQFUHDVHG RSHUDWLQJ FRVWY DQG FDSLWDO H[SHQGLWXU
XQDEOH WR SUHGLFW WKH LPSDFW RI HPLVVLRQV UHGXFWLRQ OHJLVOI
OHJLVODWLRQ PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ 0(* V ILQDQFL

7KH &RUSRUDWLRQ!V PLG WHUP WDUJHW RI UHGXFLQJ LWV DEVROXW}
PHIJDWRQQHV E\ \HDU HQG DQG ORQJ WHUP JRDO Rl UHDFKLQJ QHW ]
LQKHUHQWO\ XQFHUWDLQ GXH WR WKH SRWHQWLDOO\ ORQJ WLPHIUDPH
LQFOXGLQJ WKH DSSOLFDWLRQ RI IXWXUH WHFKQRORJLHV LV VXEMHFW
DFWLRQV WDNHQ LQ LPSOHPHQWLQJ VXFK WDUJHWV PD\ H[SRVH WKH &]
ILQDQFLDO DQG RSHUDWLRQDO ULVNYV

$00 RI WKH &RUSRUDWLRQ!V FOLPDWH UHODWHG JRDOV LQFOXGLQJ WK
GLYHUVLW\ UHODWLRQVKLSV ZLWK VWDNHKROGHUV LQFOXGLQJ ,QGL.
GHSHQG VLJQLILFDQWO\ RQ WKH &RUSRUDWLRQ!V DELOLW\ WR H[HFXWH
WKH QXPHURXV ULVNV DQG XQFHUWDLQWLHYV DVVRFLDWHG ZLWK WKH &l
LV D ULVN WKDW VRPH RU DOO RI WKH H[SHFWHG EHQHILWY DQG RSSRL
FOLPDWH UHODWHG JRDOV PD\ IDLO WR PDWHULDOL]H PD\ FRVW PRUH
VWDWHG WLPHIUDPHV ,Q DGGLWLRQ WKHUH DUH ULVNV WKDW WKH DF
JRDOV DQG LQ PDNLQJ HIIRUWY WR DFKLHYH VXFK JRDOV PD\ KDYH D
LQFOXGLQJ DGYHUVH LPSDFWV RQ RSHUDWLRQV RU LQFUHDVHG FRVWYV
LPSDFW RXU IXWXUH RSHUDWLQJ DQG ILQDQFLDO UHVXOWYV



7KH &DQDGLDQ )HGHUDO *RYHUQPHQW KDV DQQRXQFHG LWV LQWHQWLR
XQGHWDVKMHGLDQ (QYLURQPHQWD@M IXRWKAWDRGHSRWD QHW JHUR HOHFW!
&(5 ZRX0OG HVWDEOLVK DQ HPLVVLRQV VWDQGDUG ZKHUH D UHJXODWHG
ZKHUH LWV HPLVVLRQV SHUIRUPDQFH H[FHHGV DQ HVWDEOLVKHG LQ\
HVWDEOLVKHG LQWHQVLW\ OLPLW PD\ DOVR EH VXEMHFW WR R®WDQFLD
SD\LQJ DQ DPRXQW WKDW FRUUHVSRQGY WR WKH IHE\HDDWOHN X0 BR F SRS C
ZLWK WKH &(5 FRXOG UHTXLUH WKDW WKH &RUSRUDWLRPLVYERQWLRQLU
FRIJIHQHUDWLRQ IDFLOLWLHYV WR UHPDLQ RSHUDWLRQDO DQG DGGLWLRQ
LQWHQVLW\ OLPLW $V D VLIJQLILFDQW SRUWLRQ Rl WKH &RUSRUDWLRQ
ZLWK WKH &(5 FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RU
DQG SURVSHFWV

7KH $OEHUWD 8WLO$8RL H\H RRPPWWWYLRRJIHQH U D WLRWR | D BIGO (OHFHW UXLE 19U
(IITHFWLYH IURP $SULO WKH $8& LPSOHPHQWHG D VWUHDPOLQHG ¢
SODQWYV RQH PHJDZDWW RU JUHDWHU DQG OHVV WKDQ PHIJDZDWWYV
DYDLODEOH UHVRXUFHV IRU WKH $8& WR GHWHUPLQH RWKHU SURFHHGL
&RUSRUDWLRQ IRU FRQVWUXFWLQJ QHZ SRZHU SODQWV JUHDWHU WKD
DSSURYDO

,Q $OEHUMWD WKGIGV (PLVVLIFRDPH /LOEWR $RWFH LQ 'HFHPEHU DQG Ol
JUHHQKRXVH JDV HPLVVLRQV SURGXFHG E\ DOO RLO VDQGV VLWHV FRF
ZKLFK OLPLW KDV QRW EHHQ UHDFKHG :KLOH XQFHUWDLQWLHY UHPDLQ
WKLV $FW FRQVLGHUV DQ\ HPLVVLRQV IURP FRIJIHQHUDWLRQ IDFLOLWLH
JDV HPLVVLRQV IURP WKDW RLO VDQG VLWH

$Q\ IDFLOLWLHV ZLWK GLUHFW HPLVVLRQV RI WROWKINWR U RDXERW
FDUERQ HPLVVLRQV &RJHQHUDWLRQ IDFLOLWILIZHMM-D WK H GHIOH EW H LIRIUVWWH B
IDOOV XQGHU WKH SUHVFULEHG KLJK SHUIRUPDQFH EHQFKPDUN IRU H
HOHFWULFLW\ LV WRQQHV RI FDUERQ SHU PHJDZDWW 7KLV EHQFKP
EHQFKPDUN EHLQJ WRQQHV RI FDUERQ SHU PHJDZDWW

6HH 5HIXODWRU\ ODWWHUV (QYLURQPHQWDO 5HIXODWLR®FWURIG QIOR
WKH &RUSRUDWLRQ V PRVW UHFHQWO\ ILOHG §,)

7KH &RUSRUDWLRQ V RSHUDWLRQV PD\ EH QHJDWLYHO\ LPSDFWHG E\
LQIRUPDWLRQ WHFKQRORJ\ LQ LWV RSHUDWLRQV DQG VXFK XVH FUHDWF
RI' VHFXULW\ EUHDFKHY RSHUDWLRQDO GLVUXSWLRQV DQG WKH UHOHI
VXSSOLHU DQG FXVWRPHU LQIRUPDWLRQ DQG HPSOR\HH LQIRUPDWLRQ
LWVHOI DIJDLQVW VXFK ULVNV LWV HIIRUWY PD\ QRW DOZD\V EH VXFFH\
RI' VXFK FAEHUVHFXULW\ WKUHDWYV $Q\ LQFUHDVH LQ WKH QXPEHU RI S
DVVRFLDWHG ZLWK F\EHUVHFXULW\ WKUHDWYV ,Q WKH HYHQW RI D F\
GLVUXSWHG UHVXOWLQJ LQ SRWHQWLDO ORVYV RI FXVWRPHUYV YLRODWL

0(*'V LQGHEWHGQHVV FRQWDLQV FHUWDLQ UHVWULFWLRQV LQFOXGLQJ
WKH RFFXUUHQFH RI DQ\ HYHQW RI GHIDXOW XQGHU WKH &UHGLW )DFLO
DQG RWKHU VHFXUHG SDUWLHV FRXOG HOHFW WR GHFODUH DOO DPR}
LQWHUHVW WR EH LPPHGLDWHO\ GXH DQG SD\DEOH DQG WR WHUPLQD\
OHQGHUV DQG RWKHU VHFXUHG SDUWLHV XQGHU WKH &UHGLW )DFLOLV
SD\PHQW RI WKH LQGHEWHGQHVV RXWVWDQGLQJ WKHUHXQGHU O0(* V D
LQGHEWHGQHVYV DQG 0(* V RWKHU LQGHEWHGQHVYV



7KH UHVWULFWLRQV LQ WKH &UHGLW )DFLOLW\ WKH (‘& *XDUDQWHHG /
DGYHUVHO\ DIIHFW 0(* V DELOLW\ WR ILQDQFH LWV IXWXUH RSHUDWLRGQ
RSSRUWXQLWLHYV ORUHRYHU DQ\ QHZ LQGHEWHGQHVV 0(* LQFXUV PD\ L
RQ O0(* WKDW PD\ EH PRUH UHVWULFWLYH WKDQ WKH &UHGLW )DFLOLW\
JRYHUQLQJ WKH 1RWHYV

7KH &RUSRUDWLRQ V LQGHEWHGQHVY FRXOG PDWHULDOO\ DQG DGYHUVI

( UHTXLUH WKH &RUSRUDWLRQ WR GHGLFDWH D SRUWLRQ RI LWV FDVK
UHGXFLQJ WKH DYDLODELOLW\ RI FDVK IORZ WR IXQG ZRUNLQJ FDSL)\
RWKHU JHQHUDO FRUSRUDWH SXUSRVHYV

( LQFUHDVH WKH &RUSRUDWLRQ V YXOQHUDELOLW\ WR JHQHUDO DGYHL

( OLPLW WKH &RUSRUDWLRQ V IOH[LELOLW\ LQ SODQQLQJ IRU RU UHD
ZKLFK LW RSHUDWHYV

( SODFH WKH &RUSRUDWLRQ DW D FRPSHWLWLYH GLVDGYDQWDJH FRPS|

( H[SRVH WKH &RUSRUDWLRQ WR WKH ULVN RI LQFUHDVHG LQWHUHVW |
& )DFLOLW\ DUH DW YDULDEOH UDWHV RI LQWHUHVW DQG

( OLPLW WKH &RUSRUDWLRQ V DELOLW\ WR ERUURZ DGGLWLRQDO 1XQ(
SXUSRVHV

7KH &RUSRUDWLRQ PD\ QRW JHQHUDWH VXIILFLHQW FDVK IORZ DQG PD!'
DPRXQW VXIILFLHQW WR HQDEOH LW WR PDNH SD\PHQWV ZLWK UHVSHFW
,Q WKHVH FLUFXPVWDQFHY WKH &RUSRUDWLRQ PD\ QHHG WR UHILQDQI
PDWXULW\ LWKRXW VXFK ILQDQFLQJ WKH &RUSRUDWLRQ FRXOG EH IR
PDNH XS IRU DQ\ VKRUWIDOO LQ LWV SD\PHQW REOLJDWLRQV XQGHU X
PD\ QRW EH DEOH WR UDLVH DGGLWLRQDO FDSLWDO RU VHFXUH DGGLWIL
WHUPV RI WKH &UHGLW )DFLOLW\ WKH (‘& *XDUDQWHHG / & )DFLOLW
LQGHQWXUHY JRYHUQLQJ WKH 1RWHV PD\ OLPLW LWV DELOLW\ WR VHOC
VDOH

'"HVSLWH O0(* V FXUUHQW OHYHO RI LQGHEWHGQHVVY LW PD\ VWLOO EH
IXUWKHU HI[DFHUEDWH WKH ULVNV DVVRFLDWHG ZLWK O0(* V VXEVWDQWLI

' 6&/2685( &21752/6 $1' 352&('85(6

7KH &RUSRUDWLRQ!V &KLHI ([HFXWLYH 2IILFHU #&(2% DQG &KLHI )LQDC
EH GHVLIQHG XQGHU WKHLU VXSHUYLVLRQ GLVFORVXUH FRQWUROV DQ
PDWHULDO LQIRUPDWLRQ UHODWLQJ WR WKH &RUSRUDWLRQ LV PDGH I
SDUWLFXODUO\ GXULQJ WKH SHULRG LQ ZKLFK WKH DQQXDO ILOLQJV D
GLVFORVHG E\ WKH &RUSRUDWLRQ LQ LWV DQQXDO ILOLQJY LQWHULP
VHFXULWLHY OHJLVODWLRQ LV UHFRUGHG SURFHVVHG VXPPDUL]JHG I
VHFXULWLHY OHJLVODWLRQ 7KH &(2 DQG &)2 KDYH HYDOXDWHG RU FL
HITHFWLYHQHVYV Rl WKH &RUSRUDWLRQ V GLVFORVXUH FRQWUROV DQG ¢
DQG KDYH FRQFOXGHG WKDW WKH &RUSRUDWLRQ V GLVFORVXUH FRQW
IRU WKH IRUHJRLQJ SXUSRVHYV

,17(51$/ &21752/6 29(5 ),1$1&,$/ 5(3257,1*

7KH &(2 DQG &)2 KDYH GHVLIJQHG RU FDXVHG WR EH GHVLJQHG XQGHU \
UHSRUWLQJ WR SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH UH(
SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY IRU HIWHUQDO SXUSRVHV L
FRQFOXGHG WKDW LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ



7KH &(2 DQG &)2 DUH UHTXLUHG WR FDXVH WKH &RUSRUDWLRQ WR GL
FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ WKDW RFFXUUHG GXULQJ WKH
RU LV UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW WKH &RUSRUDWLRZC
LQ LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ ZHUH LGHQWLIL
UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW WKH &RUSRUDWLRQ!V LQW

, W VKRXOG EH QRWHG WKDW D FRQWURO VIV\VWHP LQFOXGLQJ WKH &
SURFHGXUHV QR PDWWHU KRZ ZHOO FRQFHLYHG FDQ SURYLGH RQO\ |
REMHFWLYHV RI WKH FRQWURO V\VWHP ZLOO EH PHW DQG LW VKRXOG Q
DQG SURFHGXUHV ZLOO SUHYHQW DOO HUURUV RU IUDXG ,Q UHDFKL
QHFHVVDULO\ LV UHTXLUHG WR DSSO\ LWV MXGJPHQW LQ HYDOXDWLQJ
SURFHGXUHYV

$%%5(9,$7,216

7KH IROORZLQJ SURYLGHV D VXPPDU\ RI FRPPRQ DEEUHYLDWLRQV XVHG

J)LODQFLDO DQG %XVLQHVV (QYLURQBPHDWXUHPHQW

$(&2 $OEHUWD QDWXUDO JDV SULFEEBEHIHUHQRHHIORFDWLRQ

$.) $QQXDO ,QIRUPDWLRQ )RUP EEOV G EDUUHOV SHU GD\
$: % $FFHVV :HVWHUQ %OHQG PFI WKRXVDQG FXELF IHHW
RU & &DQDGLDQ GROODUYV PFI G WKRXVDQG FXELF IHHW SHU
'68 '"HIHUUHG VKDUH XQLWYV 0: PHIJDZDWWYV
('& (ISRUW 'HYHORSPHQW &DQDGD: K PHIJDZDWWV SHU KRXU
HO6$*3HQKDQFHG ORGLILHG 6WHDP $QG *DV 3XVK
(50 (QWHUSULVH 5LVN ODQDJHPHQW
(6* (QYLURQPHQW G6RFLDO DQG *RYHUQDQFH
)63 )ODQDJDQ 6RXWK DQG 6HDZD\ 3LSHOLQH
) *HQHUDO DQG $GPLQLVWUDWLYH

*$$3 *HQHUDOO\ $FFHSWHG $FFRXQWLQJ BULQFLSOHYV

* g *UHHQKRXVH *DV

)56 ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGYV

/7, /JRQJ WHUP LQFHQWLYH

1&, % 1RUPDO FRXUVH LVVXHU ELG

0'$ ODQDJHPHQW!V 'LVFXVVLRQ DQG $QDO\VLV

23(& 2UJDQL]DWLRQ RI SBHWUROHXP ([SRUWLQJ &RXQWULHV

368 SHUIRUPDQFH VKDUH XQLWYV

568 SHVWULFWHG VKDUH XQLWYV

6%* 6WHDP $VVLVWHG *UDYLW\ 'UDLQDJH

625 6WHDP RLO UDWLR

6% & 6WRFN EDVHG FRPSHQVDWLRQ

70; 7UDQV ORXQWDLQ ([SDQVLRQ
8 6 8QLWHG 6WDWHYV

86 8QLWHG 6WDWHY GROODUYV
86*& B8QLWHG 6WDWHV *XOI &RDVW
- &6 "HVWHUQ &DQDGLDQ 6HOHFW

7, ‘HVW 7H[DV ,QWHUPHGLDWH




$'9,625<
JRUZDUG /RRNLQJ ,QIRUPDWLRQ

7KLY GRFXPHQW PD\ FRQWDLQ IRUZDUG ORRNLQJ LQIRUPDWLRQ ZLWKL
obzv 7TKHVH VWDWHPHQWY UHODWH WR IXWXUH HYHQWYV RU O0(* V |
VWDWHPHQWY RI KLVWRULFDO IDFW PD\ EH IRUZDUG ORRNLQJ VWDWHP}
EH LGHQWLILHG E\ ZRUGV VXFK DV #DQWLFLSDWHS$ #EHOLHYHS$ #FRQWI
#IRUZDUGS$ #IXWXUHS$ #JXLGDQFHS$ #LQWHQGS$ #PD\$ #RQ WUDFN$ #R
#SURMHFWS$ #VKRXOG$ #VWUDWHJI\$ #WDUJHWS$ #ZLOOS$ #ZRXOG$ RU
IXWXUH RXWFRPHV

JRUZDUG ORRNLQJ VWDWHPHQWY DUH RIWHQ EXW QRW DOZD\V LGHQWI
DQG XQNQRZQ ULVNV XQFHUWDLQWLHY DQG RWKHU IDFWRUV WKDW PD\
WKRVH DQWLFLSDWHG LQ VXFK IRUZDUG ORRNLQJ VWDWHPHQWYV ,Q S
GRFXPHQW FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWYV ZLWK UHVSHFW
IXWXUH SODQV VWDWHPHQWY UHJDUGLQJ WKH &RUSRUDWLRQ!V HVWLP
&KULVWLQD /DNH B3URMHFW KDV DQ RLO SURFHVVLQJ FDSDFLW\ RI DSSL
SULRU WR DQ\ LPSDFW IURP VFKHGXOHG PDLQWHQDQFH DFWLYLW\ RU F
DQQXDO SURGXFWLRQ GHFOLQH UDWH DQQXDO SURGXFWLRQ OHYHO I
VWUDWHJI\ DQG PDUNHWLQJ DVVHW RSWLPL]DWLRQ VWUDWHJI\ WKH &R
WLPH DW WKH &KULVWLQD /DNH 3URMHFW ZKLOH PLQLPL]JLQJ *+* HPL"
DSSOLFDWLRQ RI LWV SURSULHWDU\ WHFKQRORJLHY DOO VWDWHPHQYV
LQFOXGLQJ LWV IXOO \HDU SURGXFWLRQ QRQ HQHUJ\ RSHUDWLQJ F
WUDQVSRUWDWLRQ FRVWY DQG DOO VWDWHPHQWY UHODWLQJ WR WK
SURGXFWLRQ RI WKH VFKHGXOHG WXUQDURXQG DW WKH &KULVWLQD |
&RUSRUDWLRQ!V H[SHFWDWLRQ WKDW LWV LPSURYHG EDODQFH VKHHW
FXUUHQW RLO SULFH HQYLURQPHQW ZLOO SURYLGH D VROLG IRXQGDW
(6* PLG WHUP DQG ORQJ WHUP WDUJHWYV DQG DFWLRQV WKH &RUSRUD\
LPSDFW RQ 625 Rl WKH &RUSRUDWLRQ!V HQKDQFHG FRPSOHWLRQ GHVLJ
WKH &4RUSRUDWLRQ!V H[SHFWDWLRQ WKDW WKH &KULVWLQD /DNH RSHU!
TXDUWHU RI WKH &RUSRUDWLRQ!V H[SHFWDWLRQ WKDW VXVWDLQH
DQQXDO SURGXFWLRQ HVWLPDWHV WKH &RUSRUDWLRQ!V H[SHFWDWLRC
WKH &RUSRUDWLRQ!V H[SHFWDWLRQV UHJDUGLQJ JOREDO FUXGH RLO S
WKH &RUSRUDWLRQ!V HISHFWDWLRQ RI DOORFDWLQJ Rl TUHH FDVK IC
DSSOLHG WR RQJRLQJ GHEW UHGXFWLRQ XQWLO LW UHDFKHY D QHW Gt
EH\RQG DW FXUUHQW RLO SULFHV WKH &RUSRUDWLRQ!V FRQWLQXH
FDSLWDO DOORFDWLRQ VWUDWHI\ WKH &RUSRUDWLRQ!V DELOLW\ WR V
RWKHU SRZHU VRXUFHV WKDW KDYH D KLJKHU FDUERQ LQWHQVLW\ W
IRRWSULQW WKH &RUSRUDWLRQ!V H[SHFWDWLRQV UHJDUGLQJ LWV FXUI
DQRG ZRUNLQJ FDSLWDO OHYHOV ZLOO DOORZ WKH &RUSRUDWLRQ WR PH
SULQFLSDO DQG LQWHUHVW SD\PHQWYV DQG WR IXQG WKH RWKHU QHHC
UHJDUGLQJ LWV KHGJH ERRN

JRUZDUG ORRNLQJ LQIRUPDWLRQ FRQWDLQHG LQ WKLY GRFXPHQW LV ED
UHJDUGLQJ DPRQJ RWKHU WKLQJV IXWXUH FUXGH RLO ELWXPHQ EOH
GLOXHQW SULFHV GLIITHUHQWLDOV WKH OHYHO RI DSSRUWLRQPHQW R
IRUHLJQ H[FKDQJH UDWHV DQG LQWHUHVW UDWHV WKH UHFRYHUDEL
UHVRXUFHVY WKH &RUSRUDWLRQ V DELOLW\ WR SURGXFH DQG PDUNHW &
IXWXUH JURZWK UHVXOWY RI RSHUDWLRQV DQG SURGXFWLRQ OHYHO\
H[SHQVHVY DQG FDVK IORZ RSHUDWLQJ FRVWYV UHOLDELOLW\ FRQWLQXI
SURORQJHG PDUNHW GRZQWXUQ O0(*!'V DELOLW\ WR UHGXFH RU LQFUHD
QHIJDWLYH LPSDFWV WR LWV DVVHWY DQWLFLSDWHG UHGXFWLRQV LQ R
FHUWDLQ RSHUDWLRQV DQWLFLSDWHG VRXUFHV RI IXQGLQJ IRU RSHUD
GULOOLQJ DFWLYLW\ WKH UHJXODWRU\ IUDPHZRUN JRYHUQLQJ UR\DC
LQFOXGLQJ WKH WLPLQJ DQG OHYHO RI JRYHUQPHQW SURGXFWLRQ FXL
SROLFLHV LQ ZKLFK WKH &RUSRUDWLRQ FRQGXFWY DQG ZLOO FRQGXFW
WR WKH &29,' JOREDO SDQGHPLF DFWLRQV WDNHQ E\ 23(& LQ UHO



SURVSHFWY DQG RSSRUWXQLWLHV %\ LWV QDWXUH VXFK IRUZDUG OfI
XQNQRZQ ULVNV DQG XQFHUWDLQWLHYVY ZKLFK FRXOG FDXVH DFWXDO UH

7KHVH ULVNV DQG XQFHUWDLQWLHY LQFOXGH EXW DUH QRW OLPLWHG
LQGXVWU\ IRU H[DPSOH WKH VHFXULQJ Rl DGHTXDWH DFFHVV WR PDL
SLSHOLQHV DQG UDLO DQG WKH FRPPLWPHQWY WKHUHLQ WKH DYDLODI
XQFHUWDLQW\ RI UHVHUYH DQG UHVRXUFH HVWLPDWHV WKH XQFHUWDL
FRVWY DQG UHYHQXHV KHDOWK VDIHW\ DQG HQYLURQPHQWDO ULVNV

SDQGHPLF DQG DQ\ UHODWHG DFWLRQV WDNHQ E\ JRYHUQPHQWYV DQG
DPRQJVW RWKHU WKLQJV WD[ ODQG XVH UR\DOW\ DQG HQYLURQPHQ
FRPSOLDQFH ZLWK FXUUHQW DQG IXWXUH HQYLURQPHQWDO ODZV LQFO
DFWLYLVP DQG SXEOLF RSSRVLWLRQ WR IRVVLO IXHOV DQG RLO VDQGYV
SULFHV LQWHUHVW UDWHV DQG IRUHLJQ H[FKDQJH UDWHV FRPPRGLW\
FRQWUDFWYV DQG RU GHULYDWLYH ILQDQFLDO LQVWUXPHQWY WKDW WKF
LWV ULVN UHODWHG WR VXFK SULFHV DQG UDWHV WLPLQJ RI FRPSOHW
WXUQDURXQGY WKH RSHUDWLRQDO ULVNV DQG GHOD\V LQ WKH GHYHOF
SHUIRUPDQFH DVVRFLDWHG ZLWK WKH &RUSRUDWLRQ V SURMHFWV WKF
WR GHVLUHG OHYHOV LQFOXGLQJ ZLWKRXW QHJDWLYH LPSDFWV WR LV
FDSLWDO H[SHQGLWXUHV WKH &RUSRUDWLRQ!V DELOLW\ WR PDLQWDL
SURORQJHG PDUNHW GRZQWXUQ FKDQJHV LQ FUHGLW UDWLQJV DSSOL
&RUSRUDWLRQ!V UHVSRQVH WR WKH &29," JOREDO SDQGHPLF WKH VI
WKH SRWHQWLDO IRU D WHPSRUDU\ VXVSHQVLRQ RI RSHUDWLRQV LPSD
23(& LQ UHODWLRQ WR VXSSO\ PDQDJHPHQW WKH LPSDFW RI WKH 5XV\
RQ FRPPRGLW\ SULFHV WKH DYDLODELOLW)\ DQG FRVW RI ODERXU DQC
RSHUDWLRQV LQFOXGLQJ LQIODWLRQDU\ SUHVVXUHV VXSSO\ FKDLQ L
DYDLODELOLW\ RI HTXLSPHQW QHFHVVDU\ WR RXU RSHUDWLRQV DQG

FRQGLWLRQV

$OWKRXIJK WKH &RUSRUDWLRQ EHOLHYHV WKDW WKH DVVXPSWLRQV XVH
WKHUH FDQ EH QR DVVXUDQFH WKDW VXFK DVVXPSWLRQV ZLOO EH FRUU
UHVXOWY DFKLHYHG PD\ YDU\ IURP WKH IRUZDUG ORRNLQJ LQIRUPDWLF
PDWHULDO 5HDGHUYVY DUH DOVR FDXWLRQHG WKDW WKH IRUHJRLQJ OLVYV

JXUWKHU LQIRUPDWLRQ UHJDUGLQJ WKH DVVXPSWLRQV DQG ULVNV LQKF
EH IRXQG LQ WKH &RUSRUDWLRQ V PRVW UHFHQWO\ ILOHG $,) DORQ.
GRFXPHQ&%% fEEt-|V RI WKH $,) DQG WKH &RUSRUDWLRQ V RWKHU SXE(
6('$5 ZHE U FRP

7KH IRUZDUG ORRNLQJ LQIRUPDWLRQ LQFOXGHG LQ WKLV GRFXPHQW L\
FDXWLRQDU\ VWDWHPHQWY 8QOHVV RWKHUZLVH VWDWHG WKH IRUZD!
PDGH DV RI WKH GDWH RI WKLY GRFXPHQW DQG WKH &RUSRUDWLRQ DVV
ORRNLQJ LQIRUPDWLRQ WR UHIOHFW QHZ HYHQWY RU FLUFXPVWDQFHYV

0(* (QHUJ\ &RUS LV DQ HQHUJ\ FRPSDQ\ IRFXVHG RQ VXVWDLQDEOH LC
$WKDEDVFD RLO UHJLRQ RI $OEHUWD &DQDGD 7KH &RUSRUDWLRQ LV L
SURMHFWVY WKDW XWLOL]H 6$*" H[WUDFWLRQ PHWKRGV WR LPSURYH WKF
FDUERQ HPLVVLRQV O0(* WUDQVSRUWV DQG VHOOV LWV WKHUPDO RLO
$PHULFD DQG LQWHUQDWLRQDOO\ 7KH &RUSRUDWLRQ V FRPPRQ VKDUH)\
VI\PERO O0(*

(VWLPDWHV RI 5HVHUYHV DQG 5HVRXUFHV

JRU LQIRUPDWLRQ UHJDUGLQJ WKH &RUSRUDWLRQ V HVWLPDWHG UHVHL
PRVW UHFHQWO\ ILOHG $,)



$'',7,21%$/ ,1)250%7,21

SGGLWILRQDO LQIRUPDWLRQ Uligggﬁlagi.f WR WKH &RUSRUDWLRQ LQFOXC
zz7 PHIHQHIUDQBRIPY DOVR DYD Q BRB5 DW
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8QDXGLWHG

), 1$1&,8/

PLOOLRQV XQOHVV VSHFLILHG

1HW HDUQLQJV ORVYV
3HU VKDUH GLOXWHG

)XQGV IORZ IURP RSHUDWLQJ|DFWLY

3HU VKDUH GLOXWHG
$GMXVWHG IXQGV IORZ
3HU VKDUH GLOXWHG
&DSLWDO H[SHQGLWXUHYV
JUHH FDVK IORZ
RUNLQJ FDSLWDO
I1HW GHEW &
1HW GHEW 86
6KDUHKROGHUV HTXLW\

|l WLHV

%86,1(66 (19,5210(17

$YHUDJIJH %HQFKPDUN &RPPRG|LW\ 3U

7, 86 EEO

'LIIHUHQWLDO :7, :&6 (GPRQPWRQ
'LITHUHQWLDO :7, $:% (GPRRWRQ

$:% (GPRQWRQ 86 EEO

'LITHUHQWLDO (7, $:% 86 *XOI &R

$:% 86 *XOIl &RDVW 86 EEQ
(QEULGJH ODLQOLQH KHDY\ D{
& HTXLYDOHQW RI 86 DYHU
1IDWXUDO JDV $(&2 PFI

SRUWL
DJH

L FHV

DVW 8

B6 EEO
86 EE(Q

RQPHQW

6 EEO

23(5$7,218%/
EEO XQOHVV VSHFLILHG

%OHQG VDOHV QHW RI SXUFKIDVHG §

'LOXHQW XVDJH EEOV G

URGXFW EEC(Q

vV G

%LWXPHQ VDOHV EEOV G

%NLWXPHQ SURGXFWLRQ EEO
6WHDP RLO UDWLR 625

%OHQG VDOHV
'LOXHQW H[SHQVH

IHW WUDQVSRUWDWLRQ DQG VWRUD

JH H[SHOQVH

%LWXPHQ UHDOL]DWLRQ DIWHU QHW

VWRUDJH H[SHQVH
5R\DOWLHV
1RQ HQHUJ\ RSHUDWLQJ FRVW
(QHUJ\ RSHUDWLQJ FRVWYV
3RZHU UHYHQXH
5HDOL]HG JDLQ ORVV RQ FRF

PRGLW

WUDQWVSRUWD

\ ULVN|PDQDJ

WLRQ I

HPHQW

QG

&DVK RSHUDWLQJ QHWEDFN

5HYHQXHV

3RZHU VDOHV SULFH & 0:K
3RZHU VDOHV 0: K

$YHUDJH FRVW RI GLOXHQW
$YHUDJH FRVW RI GLOXHQW D

EEO R
D R

GLOX
27,

HOow

'"HSOHWLRQ DQG GHSUHFLDWLIRQ UD

SURGXFWLRQ

H SHU|EEO RI

*HQHUDO DQG DGPLQLVWUDW
SURGXFWLRQ

YH H[S

HQVH

§HU EE

R

&20021 6+$5(6

6KDUHV RXWVWDQGLQJ HQG
&RPPRQ VKDUH SULFH FO

I SHUL
VH H(

RG
G RI S

HULRG

&DSLWDO PDQDJHPHQW PHDVXUH
1RQ *$$3 ILQDQFLDO PHDVXUH
6XSSOHPHQWDU\ ILQDQFLDO PHDVXUH

SOHDVH UHIHU WR VHFWLRQ
SOHDVH UHIHU WR VHFWLRQ

1RQ *$$3 D
1RQ *$$3 DQG

SOHDVH UHIHU WR VHFWLRQ 1RQ *9



'XULQJ WKH HLIJKW PRVW UHFHQW TXDUWHUV WKH IROORZLQJ LWHPV KD
TXDUWHUO\ UHVXOWYV

(

e e T e e T

VLIQLILFDQW YDULDELOLW\ LQ EOHQG VDOHV SULFLQJ SULPDULO\ (
IURP D TXDUWHUO\ DYHUDJH RI 86 EEO WR 86 EEO

YDULDELOLW\ LQ :7, $:% GLIIHUHQWLDOV

WKH FRVW Rl GLOXHQW GXH WR FKDQJHV LQ &DQDGLDQ DQG 8 6 EF
SXUFKDVHV DQG WKH LPSDFW RI IRUHLJQ H[FKDQJH

FKDQJHV LQ WKH YDOXH RI WKH &4DQDGLDQ GROODU UHODWLYH WR
WKH FRVW RI GLOXHQW LQWHUHVW H[SHQVH DQG IRUHLJQ H[FK
&RUSRUDWLRQ V8 6 GROODU GHQRPLQDWHG GHEW

WLPLQJ RI FDSLWDO SURMHFWYV

FRVW UHGXFWLRQ HIIRUWYV

LQIODWLRQDU\ SUHVVXUH

DSSRUWLRQPHQW DQG WKH DELOLW\ WR UHDFK 86*& PDUNHWYV
IOXFWXDWLRQV LQ QDWXUDO JDV DQG SRZHU SULFLQJ

JDLQV DQG ORVVHV RQ ULVN PDQDJHPHQW FRQWUDFWYV

FKDQJHV LQ GHSOHWLRQ DQG GHSUHFLDWLRQ H[SHQVH DV D UHV.
GHYHORSPHQW FRVWYV

FKDQJHVY LQ WKH &RUSRUDWLRQ V VKDUH SULFH DQG WKH LPSC
PDQDIJHPHQW FRQWUDFWY DQG WKH UHVXOWLQJ LPSDFW RQ VWRFI

SODQQHG WXUQDURXQG DQG RWKHU PDLQWHQDQFH DFWLYLWLHV D



$118%/ 6800%5,(6
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G

1$1&
PLOOLRQV XQOHVV VSHFLILH
HW HDUQLQJV ORVV
3HU VKDUH GLOXWHG
)XQGV IORZ IURP RSHUDWLQJ
3HU VKDUH GLOXWHG
$GMXVWHG IXQGV IORZ
3HU VKDUH GLOXWHG
&DSLWDO H[SHQGLWXUHV
JUHH FDVK IORZ
RUNLQJ FDSLWDO
1HW GHEW &
1HW GHEW 86
6KDUHKROGHUV HTXLW\

1

DFWLYLV

VLHV

%86,1(66 (19,5210(17

$YHUDJH %HQFKPDUN &RPPRGLW\ 3ULfHV
:7, 86 EEO
‘LIIHUHQWLDO :7, :&6 (GPRQWRQ 8§ EEO
‘LIIHUHQWLDO :7, $:% (GPRQWRQ 86 EEO
$:% (GPRQWRQ 86 EEO
‘LIIHUHQWLDO :7, $:% 8 6 *XOI &RDVYW 86 HEO
$:% 86 *XOl &RDVW 86 EEQ
(QEULGJH ODLQOLQH KHDY\ DYSRUWLR|QPHQW
& HTXLYDOHQW RI 86 DYHUDJH
1IDWXUDO JDV $(&2 PFI
23(5%$7,21%/
EEO XQOHVV VSHFLILHG
%OHQG VDOHY QHW RI SXUFKPVHG SURGXFW [EEOV G
'‘LOXHQW XVDJH EEOV G
%LWXPHQ VDOHV EEOV G
%LWXPHQ SURGXFWLRQ EEOY G

6WHDP RLO UDWLR 625

%OHQG VDOHV
"LOXHQW H[SHQVH
1HW WUDQVSRUWDWLRQ DQG VW

%LWXPHQ UHDOL]DWLRQ DIWHU
H[SHQVH

&XUWDLOPHQW

5R\DOWLHYV

1RQ HQHUJ\ RSHUDWLQJ FRV
(QHUJ\ RSHUDWLQJ FRVWYV
3RZHU UHYHQXH

5HDOL]HG JDLQ ORVV RQ FRF
&DVK RSHUDWLQJ QHWEDFN

RUDJH HI[SHQVH

QHW WUDRQVSRUWPDWLRQ |VWRUDJH
\
PRGLW\|ULVN POQDJHPHIQW

S5HYHQXHV

3RZHU VDOHV SULFH & 0:K
3RZHU VDOHV 0: K

$YHUDJH FRVW RI GLOXHQW
$YHUDJH FRVW RI GLOXHQW D

EEO RI
V D R

GLOXHQW
7

'"HSOHWLRQ DQG GHSUHFLDWL
SURGXFWLRQ

RQ UDWH SHU EBH

O RI

*HQHUDO DQG DGPLQLVWUDWIYH H[SHQVH SHUY EEO R|I
SURGXFWLRQ

&20021 6+$5(6

6KDUHV RXWVWDQGLQJ HQG RI SHULR|G

&RPPRQ VKDUH SULFH FORVH HQQ{ RI SHULRG

7KH &RUSRUDWLRQ DGRSWHG ,)56
&DSLWDO PDQDJHPHQW PHDVXUH

1RQ *$$3 ILQDQFLDO PHDVXUH
6XSSOHPHQWDU\ ILQDQFLDO PHDVXUH

/HDVHV HIIHFWLYH -DQXDU\
SOHDVH UHIHU WR VHFWLRQ
SOHDVH UHIHU WR VHFWLRQ

WKHUHI

1RQ *$$3 DQ
1RQ *$$3 DQG
SOHDVH UHIHU WR VHFWLRQ

1RQ *$$





















&RQVROLGDWHG %DODQFH 6KHHW
([SUHVVHG LQ PLOOLRQV RI &DQDGLDQ GROODUYV

$V DW '"HFHPEHU 1RWH
$VVHWYV

&XUUHQW DVVHWYV

&DVK DQG FDVK HTXLYDOHQWYV
7UDGH UHFHLYDEOHY DQG RWKHU
,QYHQWRULHYV

5LVN PDQDJHPHQW

1RQ FXUUHQW DVVHWYV

B3URSHUW\ SODQW DQG HTXLSPHQW
([SORUDWLRQ DQG HYDOXDWLRQ DVVHWYV

2WKHU DVVHWYV

5LVN PDQDJHPHQW

'"HIHUUHG LQFRPH WD[ DVVHW

7RWDO DVVHWYV

/JLDELOLWLHYV

&XUUHQW OLDELOLWLHV

$FFRXQWV SD\DEOH DQG DFFUXHG OLDELOLWLHV
,QWHUHVW SD\DEOH

&XUUHQW SRUWLRQ RI ORQJ WHUP GHEW
&XUUHQW SRUWLRQ RI SURYLVLRQV DQG RWKHU OLDELOLWLHYV
5LVN PDQDJHPHQW

1RQ FXUUHQW OLDELOLWLHV

/IRQJ WHUP GHEW

SURYLVLRQV DQG RWKHU OLDELOLWLHV

5LVN PDQDJHPHQW

'"HIHUUHG LQFRPH WD[ OLDELOLW\

7TRWDO OLDELOLWLHYV

6KDUHKROGHUV! HTXLW\

6KDUH FDSLWDO

&RQWULEXWHG VXUSOXYV

'"HILFLW

$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH
7TRWDO VKDUHKROGHUV! HTXLW\

7TRWDO OLDELOLWLHY DQG VKDUHKROGHUV! HTXLW\

&RPPLWPHQWY DQG FRQWLQJHQFLHV 1RWH
7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH &RQVROLGDWHG )l
7KHVH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY ZHUH)BBSXRYHG E\ WKH &RUSR

V_'HUHN (YDOQV V S5REHUW % +RG.

'"HUHN (YDQV 'LUHFWRU S5REHUW % +RGJLQV 'LUHFWRU



&RQVROLGDWHG 6WDWRPYQIWQRI §RPYUBKVQVLYH ,QFRPH /RVV
([SUHVVHG LQ PLOOLRQV RI &DQDGLDQ GROODUV H[FHSW SHU VKDUH DP

<HDU HQGHG 'HFHPEHU 1RWH
S5HYHQXHV
SBHWUROHXP UHYHQXH QHW RI UR\DOWLHV
2WKHU UHYHQXH
5HYHQXHV

([SHQVHV
'"LOXHQW H[SHQVH
7UDQVSRUWDWLRQ DQG VWRUDJH H[SHQVH
2SHUDWLQJ H[SHQVHYV
3XUFKDVHG SURGXFW
'"HSOHWLRQ DQG GHSUHFLDWLRQ
*HQHUDO DQG DGPLQLVWUDWLYH
6WRFN EDVHG FRPSHQVDWLRQ
1HW ILQDQFH H[SHQVH
2WKHU H[SHQVHYV
/RVV JDLQ RQ DVVHW GLVSRVLWLRQV
&RPPRGLW\ ULVN PDQDJHPHQW ORVV QHW
JRUHLJQ H[FKDQJH JDLQ ORVV QHW
(DUQLQJV EHIRUH LQFRPH WD[HV
,QFRPH WD[ H[SHQVH
1HW HDUQLQJV
2WKHU FRPSUHKHQVLYH LQFRPH ORVV QHW RI WDJ
,WHPV WKDW PD\ EH UHFODVVLILHG WR SURILW RU ORVYV
YRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQW
&RPSUHKHQVLYH LQFRPH

IHW HDUQLQJV SHU FRPPRQ VKDUH
%DVLF
'LOXWHG

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH &RQVROLGDWHG )L




&RQVROLGDWHG 6WDWHPHQW Rl &KDQJHV LQ 6KDUHKROGHUV! (TXLW\
([SUHVVHG LQ PLOOLRQV RI &DQDGLDQ GROODUYV

$FFXPXODWHG
2ZWKHU 7TRWDO
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&DVK SURYLGHG E\ XVHG LQ
2SHUDWLQJ DFWLYLWLHYV
1HW HDUQLQJV
$GMXVWPHQWYV IRU
'"HIHUUHG LQFRPH WD[ H[SHQVH
'HSOHWLRQ DQG GHSUHFLDWLRQ
6WRFN EDVHG FRPSHQVDWLRQ
8QUHDOL]HG QHW JDLQ ORVV RQ IRUHLJQ H[FKDQJH
8QUHDOL]HG QHW JDLQ ORVV RQ FRPPRGLW\ ULVN PDQDJHPHQW
$PRUWL]DWLRQ RI GHEW GLVFRXQW DQG GHEW LVVXH FRVWYV
/IRVV JDLQ RQ DVVHW GLVSRVLWLRQV
'"HEW H[WLQJXLVKPHQW H[SHQVH
2WKHU
'HEFRPPLVVLRQLQJ H[SHQGLWXUHYV
3D\PHQWV RQ RQHURXV FRQWUDFWYV
1HW FKDQJH LQ ORQJ WHUP LQFHQWLYH FRPSHQVDWLRQ OLDELOLW\

)XQGV IORZ IURP RSHUDWLQJ DFWLYLWLHV
I1HW FKDQJH LQ QRQ FDVK ZRUNLQJ FDSLWDO LWHPV

1HW FDVK SURYLGHG XVHG LQ E\ RSHUDWLQJ DFWLYLWLHV

,QYHVWLQJ DFWLYLWLHV
&DSLWDO H[SHQGLWXUHV
I1HW SURFHHGY RQ GLVSRVLWLRQV
2WKHU
1HW FKDQJH LQ QRQ FDVK ZRUNLQJ FDSLWDO LWHPV

1HW FDVK SURYLGHG E\ XVHG LQ LQYHVWLQJ DFWLYLWLHYV

JLODQFLQJ DFWLYLWLHV
,VVXDQFH RI VHQLRU XQVHFXUHG QRWHYV
5HSD\PHQW DQG UHGHPSWLRQ Rl ORQJ WHUP GHEW
'"HEW UHGHPSWLRQ SUHPLXP DQG UHILQDQFLQJ FRVWV
S5HSXUFKDVH RI VKDUHV
,VVXH Rl VKDUHV QHW RI LVVXH FRVWYV
SHFHLSWV RQ OHDVHG DVVHWYV

3D\PHQWYV RQ OHDVHG OLDELOLWLHYV
I1HW FKDQJH LQ QRQ FDVK ZRUNLQJ FDSLWDO LWHPV

1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ DFWLYLWLHV
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7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG |
6WDQGDUGYV #,)56% DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ
VWDWHPHQWY KDYH EHHQ SUHSDUHG RQ WKH KLVWRULFDO FRVW EDVLV
GLVFORVHG LQ 1RWH 7TKHVH DXGLWHG FRQVROLGDWHG ILQDQFLDO VW

"LUHFWRHUEBWRQU\
6,%1,),&$17 $&&2817,1* 32/,&,(6
D 3ULQFLSOHV RI FRQVROLGDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH &RUSRUDWLR
VXEVLGLDU\ O0O(* (QHUJ\ 86 ,QF (DUQLQJV DQG H[SHQVHV RI LWV \
EDODQFH VKHHW DQG FRQVROLGDWHG VWDWHPHQW RI HDUQLQJV
LQWHUFRPSDQ\ WUDQVDFWLRQV EDODQFHV LQFRPH DQG H[SHQVHV C

E JRUHLJQ FXUUHQF\ WUDQVODWLRQ
L )XQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQF\

,WHPV LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQ!
HFRQRPLF HQYLURQPHQW LQ ZKLFK WKH &RUSRUDWLRQ RSHUDWH
ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ &DQDGLDQ GROOD
FXUUHQF\

LL 7UDQVDFWLRQV DQG EDODQFHYV

YRUHLJQ FXUUHQF\ WUDQVDFWLRQV DUH WUDQVODWHG LQWR &DC
GDWHV RI WKH WUDQVDFWLRQV ORQHWDU\ DVVHWV DQG OLDEL
WUDQVODWHG LQWR &DQDGLDQ GROODUV DW UDWHV RI H[FKDQJH
GLIIHUHQFHV DULVLQJ RQ WUDQVODWLRQ DUH UHFRJQL]JHG LQ HDL

JRU WKH SXUSRVHV RI SUHVHQWLQJ FRQVROLGDWHG ILQDQFLDO V
VXEVLGLDU\ DUH WUDQVODWHG LQWR &DQDGLDQ GROODUV DW UL
5HYHQXH DQG H[SHQVH LWHPVY DUH WUDQVODWHG DW WKH DYHUD
WUDQVDFWLRQV ([FKDQJH GLIITHUHQFHY DULVLQJ LI DQ\ DUH UHF

F JLODQFLDO LQVWUXPHQWYV

JLODQFLDO DVVHWYV DQG OLDELOLWLHYV DUH UHFRJQL]JHG ZKHQ WKH
SURYLVLRQV RI WKH LQVWUXPHQW $ ILQDQFLDO DVVHW RU OLDELOLYV



PHDVXUHG DW )DLU 9DOXH 7KURXJK 3URILW RU /RVV WUDQVDFWLRQ |
RU LVVXDQFH

'HULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH UHFRJQL]JHG DW IDLU
FRQVROLGDWHG VWDWHPHQW Rl HDUQLQJV ORVV DQG FRPSUHKHQV
FKDQJHV LQ IDLU YDOXH DUH UHFRJQL]JHG LQ QHW HDUQLQJV ORVV L

JLODQFLDO DVVHWY DQG OLDELOLWLHY DW )DLU 9DOXH 7KURXJK 3UR
XQFRQGLWLRQDO ULJKW WR GHIHU SD\PHQW EH\RQG PRQWKY H[LVYV
RQ WKH EDODQFH VKHHW DV HLWKHU DQ DVVHW RU OLDELOLW\ DQG
FROWUDFWXDO WHUPV VSHFLILF WR WKH LQVWUXPHQW

JLODQFLDO DVVHWY DQG OLDELOLWLHY DUH RIIVHW DQG WKH QHW DP
OHJDOO\ HQIRUFHDEOH ULJKW WR RIIVHW WKH UHFRJQL]J]HG DPRXQWYV
UHDOL]H WKH DVVHW DQG VHWWOH WKH OLDELOLW\ VLPXOWDQHRXVO)

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH LQFOXGHG LQ IDLU YDOX
KHGJH DFFRXQWLQJ 7KH &RUSRUDWLRQ PD\ SHULRGLFDOO\ XVH G
FRPPRGLW\ SULFH IRUHLJQ FXUUHQF\ DQG LQWHUHVW UDWH HI[SI
PDQDIJHPHQW FRQWUDFWY KDYH EHHQ FODVVLILHG DV IDLU YDOXH WK

L )LQDQFLDO DVVHWYV

$W LQLWLDO UHFRJQLWLRQ D ILQDQFLDO DVVHW LV FODVVLILHG
SURILW RU ORVV RU IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLY
FROQOWUDFWXDO FDVK IORZV RI WKH LQVWUXPHQW

JLQDQFLDO DVVHWYV DUH GHUHFRJQL]JHG ZKHQ WKH ULJKWV WR UH
KDYH EHHQ WUDQVIHUUHG DQG WKH &RUSRUDWLRQ KDV WUDQV!
RZQHUVKLS $ VXEVWDQWLDO PRGLILFDWLRQ WR WKH WHUPV R
GHUHFRJQLWLRQ RI WKH ILQDQFLDO DVVHW DQG WKH UHFRJQLWIL
HYHQW WKDW WKH PRGLILFDWLRQ WR WKH WHUPV RI DQ H[LVWL(
GLIITHUHQFH LQ WKH FRQWUDFWXDO FDVK IORZV WKH JURVV FDUU
DQG WKH GLITHUHQFH UHVXOWLQJ IURP WKH DGMXVWPHQW LQ WKI
RU ORVYV

LL )LQDQFLDO OLDELOLWLHYV

J)LODQFLDO OLDELOLWLHVY DUH PHDVXUHG DW DPRUWL]HG FRVW
OLDELOLWLHYVY DW DPRUWL]J]HG FRVW LQFOXGH DFFRXQWYV SD\DE(
$FFRXQWYV SD\DEOH DQG DFFUXHG OLDELOLWLHY DUH LQLWLDOO\
DQ\ UHTXLUHG GLVFRXQW WR UHGXFH WKH SD\DEOHV WR IDLU YD
YDOXH QHW RI DQ\ WUDQVDFWLRQ FRVWVY LQFXUUHG DQG VXEV
LOWHUHVW PHWKRG

)LQDQFLDO OLDELOLWLHYV DUH GHUHFRJQL]JHG ZKHQ WKH OLDELOL
WHUPV Rl DQ H[LVWLQJ ILQDQFLDO OLDELOLW\ LV UHFRUGHG DV |
DQG WKH UHFRJQLWLRQ RI D QHZ ILQDQFLDO OLDELOLW\ 7KH G
ILQDQFLDO OLDELOLW\ H[WLQJXLVKHG DQG WKH FRQVLGHUDWLRC
ILQDQFLDO OLDELOLW\ LV PRGLILHG LQ D ZD\ WKDW GRHV QRW FR
LV D FKDQJH RI OHVV WKDQ LQ WKH SUHVHQW YDOXH RI FDVK
LQWHUHVW UDWH WKH PRGLILHG FDVK IORZV DUH GLVFRXQWHG
7UDQVDFWLRQ FRVWV SDLG WR WKLUG SDUWLHV LQ D PRGLILFDW
PRGLILHG GHEW



G &DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY LQFOXGH FDVK RQ KDQG GHSRVLWYV K
LOQYHVWPHQWY VXFK DV EDQNHUV! DFFHSWDQFHYVY FRPPHUFLDO SDSH
ZLWK D PDWXULW\ RI GD\V RU OHVV

H 7UDGH UHFHLYDEOHY DQG RWKHU

7UDGH UHFHLYDEOHY DUH UHFRUGHG EDVHG RQ WKH &RUSRUDWLRQ
S $Q\ LPSDLUPHQWY DUH GHWHUPLQHG EDVHG RQ WKH &RUSRUDW
N L

I L, QYHQWRULHYV

,QYHOWRULHYVY FRQVLVW RI FUXGH RLO SURGXFWY DQG PDWHULDOV D
DQG QHW UHDOL]DEOH YDOXH 7KH FRVW RI ELWXPHQ EOHQG LQYHQW
RQ D ZHLJKWHG DYHUDJH FRVW EDVLV &RVWV LQFOXGH GLUHFW DQG
RI EXVLQHVY LQ EULQJLQJ DQ LWHP RU SURGXFW WR LWV H[LVWLQJ
HYWLPDWHG VHOOLQJ SULFH OHVV DSSOLFDEOH VHOOLQJ H[SHQVHV
ZULWH GRZQ LV UHFRJQL]HG 7KH ZULWH GRZQ PD\ EH UHYHUVHG LQ
KDQG EXW WKH FLUFXPVWDQFHY ZKLFK FDXVHG WKH ZULWH GRZQ QR

J ([SORUDWLRQ DQG HYDOXDWLRQ DVVHWYV

([SORUDWLRQ DQG HYDOXDWLRQ ( ( HISHQGLWXUHV LQFOXGLQJ W
VHLVPLF H[SORUDWLRQ GULOOLQJ DQG HYDOXDWLRQ DQG GLUHFWO\
UHODWHG ERUURZLQJ FRVWY DUH LQLWLDOO\ FDSLWDOL]JHG DV H[SO
REWDLQLQJ D OHJDO ULJKW RU OLFHQVH WR H[SORUH DUH H[SHQVHG

([SORUDWLRQ DQG HYDOXDWLRQ DVVHWYVY DUH DVVHVVHG IRU LPSDL
WHFKQLFDO IHDVLELOLW\ DQG FRPPHUFLDO YLDELOLW\ DQG LL IDFVW
H[FHHGV WKH UHFRYHUDEOH DPRXQW 7KH WHFKQLFDO IHDVLELOLW\
UHVRXUFH LV FRQVLGHUHG WR EH GHWHUPLQDEOH ZKHQ SURYHG RU
GHWHUPLQDWLRQ RI SURYHG RU SUREDEOH UHVHUYHV ( ( DVVHWYV
LPSDLUPHQW XSRQ UHFODVVLILFDWLRQ WR SURSHUW\ SODQW DQG H-
WHFKQLFDOO\ IHDVLEOH RU FRPPHUFLDOO\ YLDEOH RU IDFWV DQG

H[FHHGY WKH UHFRYHUDEOH DPRXQW DQG WKH &RUSRUDWLRQ GHFL(
DFWLYLW\ WKH XQUHFRYHUDEOH FRVWY DUH FKDUJHG WR H[SHQVH

$Q ( ( DVVHW LV GHUHFRJQL]JHG XSRQ GLVSRVDO DQG DQ\ JDLQV RU
HDUQLQJV RU ORVYV

K 3URSHUW\ SODQW DQG HTXLSPHQW

3URSHUW\ SODQW DQG HTXLSPHQW #33 ($ LV PHDVXUHG DW FRVW O
DFFXPXODWHG LPSDLUPHQW ORVVHV $VVHWV XQGHU FRQVWUXFWLR
‘KHQ VLJQLILFDQW SDUWV RI DQ LWHP RI 33 ( KDYH GLITHUHQW XVHIX
PDMRU FRPSRQHQWYV

L &UXGH RLO

&UXGH RLO DVVHWV FRQVLVW PDLQO\ RI ILHOG SURGXFWLRQ DV
LQFOXGHG LV SODQQHG PDMRU LQVSHFWLRQV DQG RYHUKDXO DQ
WKHVH DVVHWV DUH WKH DFTXLVLWLRQ FRQVWUXFWLRQ GHYH
SURSHUWLHVY DQG UHVHUYHV LQFOXGLQJ GLUHFWO\ DWWULEXW
ERUURZLQJ FRVWY DQG HVWLPDWHYV Rl GHFRPPLVVLRQLQJ OLDELC



)LHOG SURGXFWLRQ DVVHWVY DUH GHSOHWHG XVLQJ WKH XQLW RI
UHVHUYHV &RVWV VXEMHFW WR GHSOHWLRQ LQFOXGH HVWLPDW
DQG SURGXFH WKH SURYHG UHVHUYHV 7KHVH HVWLPDWHVY DUH U
OHDVW DQQXDOO\ ,QGHSHQGHQW UHVHUYH HQJLQHHUV DOVR UHY
LQ FDOFXODWLQJ UHFRYHUDEOH DPRXQWY XVHG IRU LPSDLUPHQW

ODMRU IDFLOLWLHY DQG HTXLSPHQW DUH GHSUHFLDWHG RQ D XQ
SURGXFWLYH FDSDFLW\ RI WKH IDFLOLWLHYV

&RVWV Rl SODQQHG PDMRU LQVSHFWLRQV RYHUKDXO DQG WXUQT
IXWXUH \HDUV RI RSHUDWLRQV DUH FDSLWDOL]HG DQG GHSUHFLD!
QH[W WXUQDURXQG 5HFXUULQJ SODQQHG PDLQWHQDQFH DFWL
H[SHQVHG 5HSODFHPHQWY Rl HTXLSPHQW DUH FDSLWDOL]HG Z}
EHQHILWY ZLOO IORZ WR WKH &RUSRUDWLRQ

LL 7TUDQVSRUWDWLRQ DQG VWRUDJH

7UDQVSRUWDWLRQ DQG HG BWD PH UL\DXHRMYV OPREY IDWQME D SLSHOLQ
%UXGHUKHLP 7THUPLQDO 7KH QHW FDUU\LQJ YDOXHV RI WUDQVSR
D VWUDLJKW OLQH EDVLV RYHU WKHLU HVWLPDWHG XVHIXO OLYH\
DVVHWV ZHUH VROG LQ

LLL5LIJKW RI XVH #528% DVVHWYV

5LJKW Rl XVH DVVHWV FRQVLVW SULPDULO\ RI FRUSRUDWH RIILFF
528 DVVHWY DUH GHSUHFLDWHG RQ D VWUDLJKW OLQH EDVLV RYF
DVVHW RU WKH OHDVH WHUP

LY &4RUSRUDWH DVVHWYV

&RUSRUDWH DVVHWYV FRQVLVW SULPDULO\ RI RIILFH HTXLSPH
LPSURYHPHQWY 'HSUHFLDWLRQ RI RIILFH HTXLSPHQW DQG FRPS)
OLIH RI WKH DVVHWV RQ WKH GHFOLQLQJ EDODQFH EDVLV DW
GHSUHFLDWHG RQ D VWUDLJKW OLQH EDVLVY RYHU WKH WHUP RI W

Y $VVHW GLVSRVLWLRQV

BURSHUW\ SODQW DQG HTXLSPHQW DVVHWYV DUH GHUHFRJQL]HG
EHQHILWY DUH H[SHFWHG WR DULVH IURP WKH FRQWLQXHG XVH
GHUHFRJQLWLRQ RI WKH DVVHW LV GHWHUPLQHG DV WKH GLIIHU}
DQG WKH FDUU\LQJ DPRXQW RI WKH DVVHW DQG LV UHFRJQL]JHG 1
SDUW RI D VDOH DQG OHDVHEDFN 7KH DPRXQW RI FRQVLGHUDWLF
GHUHFRJQLWLRQ LV GHWHUPLQI'LVSRVLWLRQV RI SURSHUWR QS\ODX
RFFXU RQ WKH GDWH WKH DFTXLUHU REWDLQV FRQWURO RI WKH D

,(QWDQJLEOH DVVHWYV

,QWDQJLEOH DVVHWYVY DFTXLUHG E\ WKH &RUSRUDWLRQ ZKLFK KDY}
DFFXPXODWHG GHSUHFLDWLRQ 6XEVHTXHQW H[SHQGLWXUHYV DUH FD!
IXWXUH HFRQRPLF EHQHILWY HPERGLHG LQ WKH DVVHW WR ZKLFK W
LQFXUV FRVWY DVVRFLDWHG ZLWK UHVHDUFK DQG GHYHORSPHQW HJ[S
H[SHQVHG ([SHQGLWXUHV GXULQJ WKH GHYHORSPHQW SKDVH DUH
WHFKQLFDO IHDVLELOLW\ DQG WKH LQWHQW WR GHYHORS DQG XVH V
WKH FRVWY DUH H[SHQVHG DV LQFXUUHG 7KH FRVW DVVRFLDWHG ZL
LOQOWHJUDO FRPSRQHQW RI WKH UHODWHG FRPSXWHU KDUGZDUH LV L
YDOXH RI VRIWZDUH LV DPRUWL]HG RYHU WKH HVWLPDWHG XVHIXO OL
SHU \HDU



M /HDVHYV

N

7KH &RUSRUDWLRQ DVVHVVHVY ZKHWKHU D FRQWUDFW LV D OHDVH EL
FRQWURO WKH XVH RI DQ XQGHUO\LQJ DVVHW IRU D SHULRG RI WLPH |

$V /HVVHH

/HDVHVY DUH UHFRJQL]JHG DV D OHDVH OLDELOLW\ DQG D FRUUHVSRQG
LV DYDLODEOH IRU XVH E\ WKH &RUSRUDWLRQ /LDELOLWLHV DQG DV
SUHVHQW YDOXH EDVLY /HDVH OLDELOLWLHV DUH PHDVXUHG DW Wl
GLVFRXQWHG XVLQJ WKH &RUSRUDWLRQ V HVWLPDWHG LQFUHPHQWDC
QRW UHDGLO\ DYDLODEOH 7KH FRUUHVSRQGLQJ 528 DVVHWYV DUH PHEL

7KH OHDVH OLDELOLW\ LV UHPHDVXUHG ZKHQ WKHUH LV D FKDQJH LQ
DQ LQGH[ RU UDWH LI WKHUH LV D FKDQJH LQ WKH DPRXQW H[SHFWH (¢
LI WKHUH LV D FKDQJH LQ WKH DVVHVVPHQW RI ZKHWKHU WKH &RU:
WHUPLQDWLRQ RSWLRQ WKDW LV ZLWKLQ WKH FRQWURO RI WKH &RUS

7KH 528 DVVHW LQLWLDOO\ PHDVXUHG DW DQ DPRXQW HTXDO WR WK
VWUDLJKW OLQH EDVLV RYHU WKH VKRUWHU RI WKH HVWLPDWHG XVF
PD\ EH DGMXVWHG IRU FHUWDLQ UH PHDVXUHPHQWYV RI WKH OHDVH Ol

/HDVH SD\PHQWY DUH DOORFDWHG EHWZHHQ WKH OHDVH OLDELOLW\
WKH SULQFLSDO SRUWLRQ RI WKH OHDVH OLDELOLW\ LV FODVVLILHC
SRUWLRQ RI WKH OHDVH SD\PHQWV LV FODVVLILHG DV FDVK IORZV IUF

/[HDVHV WKDW KDYH WHUPV RI OHVV WKDQ WZHOYH PRQWKY RU OHDVI
UHFRJQL]JHG DV DQ H[SHQVH LQ WKH FRQVROLGDWHG VWDWHPHQW R
OHDVH WHUP

$V /HVVRU

$V D OHVVRU WKH &RUSRUDWLRQ DVVHVVHV DW LQFHSWLRQ ZKHWKH !
WKH &RUSRUDWLRQ WUDQVIHUV VXEVWDQWLDOO\ DOO RI WKH ULVN I
DVVHW DUH FODVVLILHG DV ILQDQFLQJ OHDVHV 8QGHU D ILQDQFH O
DPRXQW HTXDO WR WKH QHW LQYHVWPHQW LQ WKH OHDVH ZKLFK LV V
UHFHLYDEOH E\ WKH OHVVRU $V DQ LQWHUPHGLDWH OHVVRU WKH &F
VXEOHDVHV VHSDUDWHO\ ,I VXEVWDQWLDOO\ DOO WKH ULVNV DQG U
OHDVH LV FODVVLILHG DV DQ RSHUDWLQJ OHDVH 7KH &RUSRUDWLRQ
OHDVHV DV LQFRPH RQ D VWUDLJKW OLQH EDVLV RYHU WKH OHDVH Wt

,PSDLUPHQWYV
L )LQDQFLDO DVVHWYV

$ ILQDQFLDO DVVHW LV DVVHVVHG DW HDFK UHSRUWLQJ GDWH
HYLGHQFH WKDW LW LV LPSDLUHG

/IRVV DOORZDQFHVY DUH PHDVXUHG DW DQ DPRXQW HTXDO WR WKF
([SHFWHG FUHGLW ORVVHVY DUH D SUREDELOLW\ ZHLJKWHG HVWL
SUHVHQW YDOXH RI DOO FDVK VKRUWIDOOV IRU ILQDQFLDO DVVHYV
DQG DV WKH GLIITHUHQFH EHWZHHQ WKH JURVYV FDUU\LQJ DPRXQV
FDVK IORZV IRU ILQDQFLDO DVVHWV WKDW DUH FUHGLW LPSDLU
H[SHFWHG FUHGLW ORVVHV IRU ILQDQFLDO DVVHWY PHDVXUHG DW
ILQDQFLDO SRVLWLRQ DV D GHGXFWLRQ IURP WKH JURVY FDUU\LQ



LL

1RQ ILQDQFLDO DVVHWYV

33 ( DG ( ( DVVHWYV DUH UHYLHZHG DW HDFK UHSRUWLQJ GDWH W
Rl LPSDLUPHQW I DQ\ VXFK LQGLFDWLRQ H[LVWV WKH DVVHW YV
DVVHWV WKDW DUH QRW \HW DYDLODEOH IRU XVH DUH WHVWHG IR
LPSDLUPHQW LPPHGLDWHO\ SULRU WR EHLQJ UHFODVVLILHG WR 3.

JRU WKH SXUSRVH RI HVWLPDWLQJ WKH DVVHW V UHFRYHUDEOH
JHQHUDWLQJ XQLWV #&*8% $ &*8 LV WKH VPDOOHVW JURXS RI
FRQWLQXLQJ XVH WKDW DUH ODUJHO\ LQGHSHQGHQW RI WKH FDV]I
DVVHWY DUH DOORFDWHG WR UHODWHG &*8!V IRU LPSDLUPHQW W1

7KH UHFRYHUDEOH DPRXQW RI D &*8 LV WKH JUHDWHU RI LWV Y
GLVSRVDO 9DOXH LQ XVH LV HVWLPDWHG DV WKH GLVFRXQWHG S
EH GHULYHG IURP WKH FRQWLQXLQJ XVH RI WKH DVVHW RU &*8 ,(
UHFHQW PDUNHW WUDQVDFWLRQV DUH WDNHQ LQWR DFFRXQW LI
DSSURSULDWH YDOXDWLRQ PRGHO LV XVHG VXFK DV D GLVFRXQ
UHFRJQL]HG LQ HDUQLQJV RU ORVV LI WKH FDUU\LQJ DPRXQW R
UHFRYHUDEOH DPRXQW

,PSDLUPHQW ORVVHV UHFRJQL]JHG LQ SULRU SHULRGV DUH DVVH\
WKDW WKH ORVV KDV GHFUHDVHG RU QR ORQJHU H[LVWV $Q LP
FKDQJH LQ WKH HVWLPDWH XVHG WR GHWHUPLQH WKH UHFRYHUDI
WR WKH HIWHQW WKDW WKH DVVHW V FDUU\LQJ DPRXQW GRHV QF
EHHQ GHWHUPLQHG QHW RI GHSOHWLRQ DQG GHSUHFLDWLRQ LI

O 3URYLVLRQV

L

LL

LLL

*HQHUDO

$ SURYLVLRQ LV UHFRJQL]JHG LI DV D UHVXOW RI D SDVW HYH(
FRQVWUXFWLYH REOLJDWLRQ WKDW FDQ EH HVWLPDWHG UHOLDE
EHQHILWY ZLOO EH UHTXLUHG WR VHWWOH WKH REOLJDWLRQ 3U
HVWLPDWHG IXWXUH FDVK IORZVY 6XEVHTXHQW WR WKH LQLWLDO
Rl HDFK SHULRG WR UHIOHFW WKH SDVVDJH RI WLPH DQG FKDQJH®
WKH REOLJDWLRQ DV ZHOO DV DQ\ FKDQJHY LQ WKH GLVFRXQW UL

'"HFRPPLVVLRQLQJ SURYLVLRQ

7KH &RUSRUDWLRQ V DFWLYLWLHYV JLYH ULVH WR GLVPDQWOLQJ
SURYLVLRQ LV PDGH IRU WKH HVWLPDWHG FRVW RI GHFRPPLVVLR
LQ WKH UHOHYDQW DVVHW FDWHJRU\

,QFUHDVHY LQ WKH GHFRPPLVVLRQLQJ SURYLVLRQ GXH WR WKH ¢
H[SHQVH ZKHUHDV LQFUHDVHV GHFUHDVHV GXH WR FKDQJHV L(
FDSLWDOL]JHG $FWXDO FRVWV LQFXUUHG XSRQ VHWWOHPHQW
GHFRPPLVVLRQLQJ SURYLVLRQ

2QHURXV FRQWUDFWV
$ SURYLVLRQ IRU DQ RQHURXV FRQWUDFW LV UHFRJQL]JHG ZKHQ W

XQGHU WKH FRQWUDFW H[FHHG WKH HFRQRPLF EHQHILWYVY H[SHFW
DPRXQW RI DFWXDO FRVWY LQFXUUHG DUH FKDUJHG DJDLQVW WKt



LY (PLVVLRQV REOLJDWLRQV

KHQ UHTXLUHG HPLVVLRQ OLDELOLWLHY DUH UHFRUGHG DW WKH
(PLVVLRQ FRPSOLDQFH FRVWY DUH H[SHQVHG ZKHQ LQFXUUHG (F
JHQHUDWHG E\ WKH &RUSRUDWLRQ DUH UHFRJQL]JHG DV LQWDQJLE

'"HIHUUHG LQFRPH WD[HYV

7KH &4RUSRUDWLRQ IROORZV WKH OLDELOLW\ PHWKRG RI DFFRXQWL
UHFRJQL]JHG LQ UHVSHFW RI WHPSRUDU\ GLIIHUHQFHV EHWZHHQ WK}
ILQDQFLDO UHSRUWLQJ SXUSRVHVY DQG WKH DPRXQWY XVHG IRU WDII
RQ WKH LQLWLDO UHFRJQLWLRQ RI DVVHWY RU OLDELOLWLHY LQ D W
WD[HVY DUH PHDVXUHG DW WKH WD[ UDWHV WKDW DUH H[SHFWHG WHF
UHYHUVH EDVHG RQ WKH ODZV WKDW KDYH EHHQ HQDFWHG RU VXEVYV
wD[ DVVHWY DQG OLDELOLWLHY DUH RIIVHW LI WKHUH LV D OHJDOO\
WD[HV OHYLHG E\ WKH VDPH WD[ DXWKRULW\

$ GHIHUUHG WD[ DVVHW LV UHFRJQL]JHG WR WKH H[WHQW WKDW LW L\
DJDLQVW ZKLFK WKH WHPSRUDU\ GLIIHUHQFH FDQ EH XWLOL]JHG 'HIF
GDWH DQG DUH UHGXFHG WR WKH H[WHQW WKDW LW LV QR ORQJHU SL

,QFRPH WD[HVY DUH UHFRJQL]J]HG LQ QHW HDUQLQJV H[FHSW WR WKH H
LQ VKDUHKROGHUV! HTXLW\ LQ ZKLFK FDVH WKH LQFRPH WD[HV DUH

6KDUH FDSLWDO

&RPPRQ VKDUHVY DUH FODVVLILHG DV HTXLW\ 7UDQVDFWLRQ FRVWYV
UHFRJQL]JHG DV D UHGXFWLRQ RI VKDUHKROGHUV! HTXLW\ QHW RI DQ

6KDUH EDVHG SD\PHQWYV

7KH &4RUSRUDWLRQ!V VKDUH EDVHG FRPSHQVDWLRQ SODQV LQFOXGH
&RPSHQVDWLRQ H[SHQVH LV UHFRUGHG DV VWRFN EDVHG FRPSHQVDW
UHODWHV WR H[SORUDWLRQ RU GHYHORSPHQW DFWLYLWLHV

L (TXLW\ VHWWOHG

7KH &RUSRUDWLRQ V 6WRFN 2SWLRQ 30DQ DQG 7UHDVXU\ 6HWWC
6HWWOHG 568 30DQ DOORZV IRU WKH JUDQWLQJ RI HTXLW\ VHWW
DQG SHUIRUPDQFH VKDUH XQLWYV #368V$ WR GLUHFWRUV RIILFH
IDLU YDOXH RI VWRFN RSWLRQV 568V DQG 368V LV UHFRJQL]JHG LC
FRUUHVSRQGLQJ LQFUHDVH LQ FRQWULEXWHG VXUSOXV RYHU Wk
(DFK WUDQFKH LQ DQ DZDUG LV FRQVLGHUHG D VHSDUDWH JUDQW
YDOXH )DLU YDOXH LV GHWHUPLQHG XVLQJ WKH %ODFN 6FKROF
HVWLPDWHG RQ WKH JUDQW GDWH DQG LV DGMXVWHG WR UHIOHF\
YHVW

7KH &RUSRUDWLRQ V 7UHDVXU\ 6HWWOHG 568 30DQ DOORZV WKF
SD\PHQW RU LWV HTXLYDOHQW LQ IXOO\ SDLG FRPPRQ VKDUHV D\
PDUNHW YDOXH RI WKH &RUSRUDWLRQ V FRPPRQ VKDUHV FDOF>
&RUSRUDWLRQ GRHV QRW LQWHQG WR PDNH FDVK SD\PHQWV XQG|
WKH 568V DQG 368V DUH DFFRXQWHG IRU ZLWKLQ VKDUHKROGHUV
FRQVLGHUDWLRQ UHFHLYHG E\ WKH &RUSRUDWLRQ LV FUHGLWHG
FRQWULEXWHG VXUSOXV LV UHFODVVLILHG WR VKDUH FDSLWDO



LL

&DVK VHWWOHG

7TKH &RUSRUDWLRQ V &4DVK 6HWWOHG 5HVWULFWHG 6KDUH 8QLW 3
JUDQWLQJ RI FDVK VHWWOHG 568V DQG 368V WR GLUHFWRUV RIII
568V DQG 368V DUH DFFRXQWHG IRU DV OLDELOLW\ LQVWUXPHQW
PDUNHW YDOXH RI WKH &RUSRUDWLRQ!V FRPPRQ VKDUHYV DW HDF
VWRFN EDVHG FRPSHQVDWLRQ RYHU WKH YHVWLQJ SHULRG )OXF'
VWRFN EDVHG FRPSHQVDWLRQ LQ WKH SHULRG LQ ZKLFK WKH\ RFF

7KH &4RUSRUDWLRQ V &4DVK 6HWWOHG 568 30DQ DOORZV WKH KRO(
HTXDO WR WKH IDLU PDUNHW YDOXH RI WKH &4RUSRUDWLRQ V FRP
SD\PHQW EDVHG RQ WKH FRQWUDFW WHUPYV

7KH &RUSRUDWLRQ JUDQWY FDVK VHWWOHG GHIHUUHG VKDUH XQ
'68 UHSUHVHQWYVY WKH ULJKW IRU WKH KROGHU WR UHFHLYH D FDV
&RUSRUDWLRQ V FRPPRQ VKDUHVY FDOFXODWHG DURXQG WKH GDW
RU DW WKH HOHFWLRQ RI WKH &RUSRUDWLRQ LWV HTXLYDOHQW
EURNHU '68V DUH DFFRXQWHG IRU DV OLDELOLW\ LQVWUXPHQWYV
PDUNHW SULFH RI WKH &RUSRUDWLRQ!V FRPPRQ VKDUHV 7KH IDL
FRPSHQVDWLRQ H[SHQVH RQ WKH JUDQW GDWH DQG IXWXUH I10XI|
VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH LQ WKH SHULRG LQ ZKLFK

S S5SHYHQXH UHFRJQLWLRQ

7KH &RUSRUDWLRQ HDUQV UHYHQXH SULPDULO\ IURP WKH VDOH RI F
SRZHU JHQHUDWLRQ DQG IURP WUDQVSRUWDWLRQ IHHV FKDUJHG WR

L

LL

SHWUROHXP UHYHQXH DQG UR\DOWLHV

7KH &RUSRUDWLRQ VHOOV SURSULHWDU\ DQG SXUFKDVHG FUXGH
\HDU WR FXVWRPHUV DW SUHYDLOLQJ PDUNHW SULFHV ZKHUHE\
SHULRG ,Q PRVW FDVHV FRQVLGHUDWLRQ LV GXH ZKHQ WLWOH |
PRQWK IROORZLQJ WKH PRQWK RI GHOLYHU\

7KH 4RUSRUDWLRQ HYDOXDWHY LWV DUUDQJHPHQWYV ZLWK WKLUC
WKH SULQFLSDO RU DV DQ DJHQW ,Q PDNLQJ WKLV HYDOXDWLR
REWDLQV FRQWURO RI WKH SURGXFW GHOLYHUHG ,I WKH &RUSRU
DV D SULQFLSDO LQ D WUDQVDFWLRQ WKHQ WKH UHYHQXH LV UH
DQ\ UHDOL]J]HG E\ WKH &RUSRUDWLRQ IURP WKH WUDQVDFWLRQ

5HYHQXHV DVVRFLDWHG ZLWK WKH VDOHV RI SURSULHWDU\ DQG .
DUH UHFRJQL]JHG DW D SRLQW LQ WLPH ZKHQ FRQWURO RI JRRGV
SDVVHV IURP WKH &4RUSRUDWLRQ WR WKH FXVWRPHU O5HYHQXHV
UR\DOWLHY DUH UHFRJQL]JHG DW WKH WLPH RI SURGXFWLRQ

5HYHQXH LV DOORFDWHG WR HDFK SHUIRUPDQFH REOLJDWLRQ R
PHDVXUHG DW WKH WUDQVDFWLRQ SULFH ZKLFK LV WKH IDLU YD
UHFHLYDEOH IRU JRRGV RU VHUYLFHV SURYLGHG LQ WKH QRUPD!
HDFK XQLW LQ WKH VHULHY DV HDFK XQLW LV VXEVWDQWLDOO\ W
WKH FXVWRPHU

2WKHU UHYHQXH

5HYHQXH IURP SRZHU JHQHUDWHG LQ H[FHVV RI WKH &RUSRUDWLF
GHOLYHU\ IURP WKH SODQW JDWH DW ZKLFK SRLQW FRQWURO L)\
5HYHQXHVY DUH HDUQHG DW SUHYDLOLQJ PDUNHW SULFHV IRU HD
FXVWRPHUV IRU WKH XVH RI SLSHOLQHYVY DQG IDFLOLWLHYV DUH U
GHOLYHUHG DQG WKH VHUYLFHY DUH SURYLGHG



T 1HW HDUQLQJYV ORVV SHU VKDUH

%DVLF HDUQLQJY ORVV SHU VKDUH LV FDOFXODWHG E\ GLYLGLQJ W
FRPPRQ VKDUHKROGHUV RI WKH &RUSRUDWLRQ E\ WKH ZHLJKWHG DY
GXULQJ WKH SHULRG

'LOXWHG HDUQLQJV ORVV SHU VKDUH LV FDOFXODWHG E\ DGMXVWL
RXWVWDQGLQJ IRU GLOXWLYH LQVWUXPHQWY 7KH QXPEHU RI VKDUH
368V LV FRPSXWHG XVLQJ WKH WUHDVXU\ VWRFN PHWKRG 7KH &R
FRPSULVH VWRFN RSWLRQV DQG HTXLW\ VHWWOHG 568V DQG 368V
FRQVXOWDQWYV

U *RYHUQPHQW JUDQWYV

*RYHUQPHQW JUDQWY DUH UHFRJQL]JHG ZKHQ WKHUH LV UHDVRQDEOF
JUDQW DQG FRPSO\ ZLWK WKH FRQGLWLRQV DWWDFKHG WR WKH JUDQ
HDUQLQJYV RU ORVV RYHU WKH SHULRG LQ ZKLFK WKH JUDQW LV LQW
DVVHW LW LV UHFRJQL]JHG DV D UHGXFWLRQ RI WKH FDUU\LQJ DPRXQ!

6,*1,),&$17 $&&2817,1* (67,0$7(6 $668037,216 $1' -8'*0(176

7KH WLPHO\ SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWH
DVVXPSWLRQV DQG XVH MXGJPHQW UHJDUGLQJ WKH UHSRUWHG DPRX(
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH UHSRUWHG DPRXQ'
HVWLPDWHYVY SULPDULO\ UHODWH WR XQVHWWOHG WUDQVDFWLRQV DQ
VWDWHPHQWY 7KH HVWLPDWHG IDLU YDOXH RI ILQDQFLDO DVVHWYV D
PHDVXUHPHQW XQFHUWDLQW\ $FFRUGLQJO\ DFWXDO UHVXOWYV PD\ GL
FRQILUPLQJ HYHQWYV RFFXU 6LJQLILFDQW MXGJPHQWY HVWLPDWHYV |
SUHSDUDWLRQ RI WKHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH

D 3URSHUW\ SODQW DQG HTXLSPHQW

JLHOG SURGXFWLRQ DVVHWYV ZLWKLQ 33 ( DUH GHSOHWHG XVLQJ WKH
SURYHG ELWXPHQ UHVHUYHV DQG IXWXUH FRVWY UHTXLUHG WR GHYH
XQFHUWDLQWLHY DVVRFLDWHG ZLWK HVWLPDWLQJ UHVHUYHV %\ WK
HVWLPDWHYV RI IXWXUH SULFHVY DQG FRVWYV DQG UHODWHG IXWXUH F
DQG WKH LPSDFW RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV |

$PRXQWYVY UHFRUGHG IRU GHSUHFLDWLRQ RI PDMRU IDFLOLWLHYV DQG
DUH EDVHG RQ PDQDJHPHQW V EHVW HVWLPDWH RI WKHLU XVHIXO
$FFRUGLQJO\ WKRVH DPRXQWYV DUH VXEMHFW WR PHDVXUHPHQW XQF

,Q DGGLWLRQ PDQDIJHPHQW LV UHTXLUHG WR PDNH HVWLPDWHV DQ
WLPLQJ Rl ZKHQ PDMRU GHYHORSPHQW SURMHFWY DUH UHDG\ IRU W
WKHVH DVVHWY DUH VXEMHFW WR GHSOHWLRQ DQG GHSUHFLDWLRQ

E ([SORUDWLRQ DQG HYDOXDWLRQ DVVHWYV

7KH DSSOLFDWLRQ RI WKH &RUSRUDWLRQ!V DFFRXQWLQJ SROLF\ IRU
MXGJPHQW LQ GHWHUPLQLQJ ZKHWKHU LW LV OLNHO\ WKDW IXWXUH
UHDFKHG D VWDJH ZKHUH WHFKQLFDO IHDVLELOLW\ DQG FRPPHUFLDC
WHFKQLFDO IHDVLELOLW\ DQG FRPPHUFLDO YLDELOLW\ KDYH EHHQ U
QHZ LQIRUPDWLRQ EHFRPHY DYDLODEOH

F %LWXPHQ UHVHUYHYV

7KH HVWLPDWLRQ RI UHVHUYHYV LQYROYHVY WKH H[HUFLVH RI MXGJF
HVWLPDWHG IXWXUH SULFHV H[SHFWHG IXWXUH UDWHV RI SURGXF)



H[SHQGLWXUHV DOO RI ZKLFK DUH VXEMHFW WR PDQ\ XQFHUWDLQWL!
RYHU WLPH LWV UHVHUYHV HVWLPDWHY ZLOO EH UHYLVHG HLWKHU >
VXFK DV WKH UHVXOWV Rl IXWXUH GULOOLQJ WHVWLQJ DQG SURGXF'
RQ QHW HDUQLQJV DV WKH\ DUH D NH\ FRPSRQHQW LQ WKH FDOFX
GHWHUPLQLQJ SRWHQWLDO DVVHW LPSDLUPHQW )RU H[DPSOH D UHY
LQ D KLJKHU RU ORZHU GHSOHWLRQ DQG GHSUHFLDWLRQ FKDUJH W
HVWLPDWHY PD\ DOVR UHVXOW LQ DQ LPSDLUPHQW RI 33 ( FDUU\LQJ L

'"HFRPPLVVLRQLQJ SURYLVLRQ

'HFRPPLVVLRQLQJ FRVWV DUH LQFXUUHG ZKHQ FHUWDLQ RI WKH &RU
$VVXPSWLRQV DUH PDGH WR HVWLPDWH WKH IXWXUH OLDELOLW\ EDVI
FRVW RI GHFRPPLVVLRQLQJ LV XQFHUWDLQ DQG FRVW HVWLPDWHV
LQFOXGLQJ FKDQJHV LQ OHJDO UHTXLUHPHQWV WHFKQRORJLFDO [
GHFRPPLVVLRQLQJ DQG UHFODPDWLRQ 7KH LPSDFW WR QHW HDUQLQ
FRXOG EH VLJOLILFDQW GXH WR WKH FKDQJHV LQ FRVW HVWLPDWHYV
PDQDJHPHQW H[HUFLVHV MXGJPHQW WR GHWHUPLQH WKH DSSURSUL
SHULRG 7KLV GLVFRXQW UDWH ZKLFK LV D FUHGLW DGMXVWHG ULV
WKH HVWLPDWHG IXWXUH FDVK RXWIORZV UHTXLUHG WR VHWWOH WK
PDUNHW IDFWRUYV

,PSDLUPHQWYV

&*8!'V DUH GHILQHG DV WKH ORZHVW JURXSLQJ RI LOQWHJUDWHG DVVF
ODUJHO\ LQGHSHQGHQW RI WKH FDVK LQIORZV RI RWKHU DVVHWYV RL
&*8!'V UHTXLUHYV VLIQLILFDQW MXGJPHQW DQG LOQWHUSUHWDWLRQV Z
HILVWHQFH RI DFWLYH PDUNHWYVY H[WHUQDO XVHUV VKDUHG LQIUD
PRQLWRUV WKH &RUSRUDWLRQ!V RSHUDWLRQV

7KH UHFRYHUDEOH DPRXQWYV Rl &*8!V DQG LQGLYLGXDO DVVHWYV KDY
WKH DVVHW!V IDLU YDOXH OHVV FRVWYV RI GLVSRVDO DQG LWV YDOXH
DQG VLIQLILFDQW DVVXPSWLRQV DQG DUH VXEMHFW WR FKDQJHV D
LQIRUPDWLRQ RQ IXWXUH FRPPRGLW\ SULFHV H[SHFWHG SURGXFWL
UHVHUYHV DQG GLVFRXQW UDWHYV DV ZHOO DV IXWXUH GHYHORSPHQV
LQ GHWHUPLQLQJ WKH UHFRYHUDEOH DPRXQW FRXOG DIIHFW WKH FDL

6WRFN EDVHG FRPSHQVDWLRQ

7KH IDLU YDOXHV RI HTXLW\ VHWWOHG DQG FDVK VHWWOHG VKDUH E
%ODFN 6FKROHVY RSWLRQV SULFLQJ PRGHO 7KHVH HVWLPDWHYV DUH
VHYHUDO DVVXPSWLRQV LQFOXGLQJ WKH ULVN IUHH LOQOWHUHVW UDW
WKH &RUSRUDWLRQ V VKDUH SULFH DQG WKH IXWXUH DWWDLQPHQW F
DUH VXEMHFW WR PHDVXUHPHQW XQFHUWDLQW\

'"HIHUUHG LQFRPH WD[HV

7D[ UHJXODWLRQV DQG OHJLVODWLRQ DQG WKH LQWHUSUHWDWLRQV
WR FKDQJH $V VXFK LQFRPH WD[HV DUH VXEMHFW WR PHDVXUHPHQW

'"HIHUUHG LQFRPH WD[HVY DUH PHDVXUHG DW WKH WD[ UDWHV WKDW D
ZKHQ WKH\ UHYHUVH EDVHG RQ WKH ODZV WKDW KDYH EHHQ HQDFWF
7KH SHULRGV LQ ZKLFK WLPLQJ GLIIHUHQFHYV UHYHUVH DUH LPSDFW
5DWHV DUH DOVR DIIHFWHG E\ FKDQJHVY WR WD[ OHJLVODWLRQ

$ GHIHUUHG WD[ DVVHW LV UHFRJQL]JHG WR WKH H[WHQW WKDW LW LV
DJDLQVW ZKLFK WKH WHPSRUDU\ GLIIHUHQFH FDQ EH XWLOL]JHG 7Kt&
XWLOL]JHG LQYROYHV D VLJQLILFDQW DPRXQW RI HVWLPDWLRQ DQG



WHPSRUDU\ GLITHUHQFHY ZLOO UHYHUVH DQ DQDO\VLV RI WKH DPRXC
FDVK IORZ WR RIIVHW WKH WD[ DVVHWY ZKHQ WKH UHYHUVDO RFFXUV

7KH &4RUSRUDWLRQ DOVR PDNHV LQWHUSUHWDWLRQV DQG MXGJPHQ
HYHQWXDO WD[ GHWHUPLQDWLRQ PD\ EH XQFHUWDLQ 7R WKH H[WH
VLIQLILFDQW LPSDFW RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQ

K "HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

7KH HVWLPDWHG IDLU YDOXHV RI ILQDQFLDO DVVHWY DQG OLDELOLW
H[SRVXUH WR FUHGLW OLTXLGLW\ DQG PDUNHW ULVNV )XUWKHUPRU
PDQDJH FRPPRGLW\ SULFH IRUHLJQ FXUUHQF\ DQG LQWHUHVW UDWH
GHWHUPLQHG XVLQJ YDOXDWLRQ PRGHOV ZKLFK UHTXLUH DVVXPSWL
FDVK IORZV DQG GLVFRXQW UDWHV ODQDJHPHQW!V DVVXPSWLRQV U
TXRWHG IRUZDUG FRPPRGLW\ SULFHVY DQG YRODWLOLW\ LQWHUHVW
UHVXOWLQJ IDLU YDOXH HVWLPDWHY PD\ QRW EH LQGLFDWLYH RI W
WUDQVDFWLRQV DQG DV VXFK DUH VXEMHFW WR PHDVXUHPHQW XQFHI

L /HDVHV

7TKH &RUSRUDWLRQ DSSOLHV MXGJPHQW LQ UHYLHZLQJ HDFK RI LWV
WKH DUUDQJHPHQW FRQWDLQV D OHDVH ZLWKLQ WKH VFRSH RI ,)56
MXGIJPHQW DQG HVWLPDWLRQ LQ YDULRXV DUHDV VSHFLILF WR WKH D

KHQ D OHDVH FRQWUDFW FRQWDLQV DQ RSWLRQ WR H[WHQG RU WHU
HvwWLPDWH WR GHWHUPLQH WKH DSSURSULDWH OHDVH WHUP ODQDJH
GHWHUPLQH LI WKHUH LV DQ HFRQRPLF EHQHILW WR H[HUFLVH DQ H
RSWLRQ 7KH OHDVH WHUP PXVW EH UHDVVHVVHG LI D VLIQLILFDQW H

$ OHDVH PRGLILFDWLRQ ZLOO EH DFFRXQWHG IRU DV D VHSDUDWH O
OHDVH DQG LI WKH FRQVLGHUDWLRQ IRU WKH OHDVH LQFUHDVHV E\ D
IRU WKH LQFUHDVH LQ VFRSH )RU D PRGLILFDWLRQ WKDW LV QRW D \
LV QRW FRPPHQVXUDWH DW WKH HIIHFWLYH GDWH RI WKH OHDVH PR
OLDELOLW\ XVLQJ WKH &RPSDQ\V!'V LOQFUHPHQWDO ERUURZLQJ UDWH

DYDLODEOH ZLWK D FRUUHVSRQGLQJ DGMXVWPHQW WR WKH 528 DVV
OHDVH ZLOO EH DFFRXQWHG IRU E\ GHFUHDVLQJ WKH FDUU\LQJ DPRX:
LQ QHW HDUQLQJY WKDW UHIOHFWYVY WKH SURSRUWLRQDWH GHFUHDVH

/JHDVH OLDELOLWLHV UHFRJQL]JHG KDYH EHHQ HVWLPDWHG XVLQJ D C
LQFUHPHQWDO ERUURZLQJ UDWH 7KLV UDWH UHSUHVHQWY WKH UDWH
QHFHVVDU\ WR SXUFKDVH DQ DVVHW RI D VLPLODU YDOXH ZLWK VI
HFRQRPLF HQYLURQPHQW

75%'( 5(&(,9%$%/(6 $1' 27+(5

$V DW 'HFHPEHU

7TUDGH UHFHLYDEOHYV

'"HSRVLWYVY DQG DGYDQFHYV

&XUUHQW SRUWLRQ RI VXEOHDVH UHFHLYDEOH




,19(1725,(6

$V DW 'HFHPEHU

%LWXPHQ EOHQG
"LOXHQW
ODWHULDO DQG VXSSOLHYV

'XULQJ WKH \HHIFHMHEHIHG D WRWDELR®IOLRQ ELOQORDQYHQWRU\ SURGXI

ZHUH FKDUJHGWKR RIOIKPIG BBR M B W

3523(57< 3/$17 $1' (48,30(17

7TUDQVSRUBWIKWL ROXWYVEHRUDWH
&UXGH RBDLIA®G VWRUDMWHWVHWBVVHWY 7TRWDO

&RVW

%DODQFH DV DW 'HFHPEHU

$GGLWLRQV

'LVSRVLWLRQV

'"HUHFRJQLWLRQ

&KDQJH LQ GHFRPPLVVLRQLQJ OLDELOLWLHYV

%DODQFH DV DW 'HFHPEHU
$GGLWLRQV

'LVSRVLWLRQV

'"HUHFRJQLWLRQ

&KDQJH LQ GHFRPPLVVLRQLQJ OLDELOLWLHYV

%DODQFH DV DW '"HFHPEHU

$FFXPXODWHG GHSOHWLRQ DQG GHSUHFLDWLRQ

%DODQFH DV DW "HFHPEHU
'"HSOHWLRQ DQG GHSUHFLDWLRQ
'"HUHFRJQLWLRQ

%DODQFH DV DW 'HFHPEHU
'HSOHWLRQ DQG GHSUHFLDWLRQ
'LVSRVLWLRQV

'"HUHFRJQLWLRQ

%DODQFH DV DW "HFHPEHU

&DUU\LQJ DPRXQWYV

%DODQFH DV DW '"HFHPEHU

%DODQFH DV DW "HFHPEHU

$V DHWHPEHU SURSHUW\ SODQW DQG HTXLSPHQW zZDV DVVHVVHG

ZHUH LGHQWLILHG

IRLU

"XULQMANWDKHHMGEGHBEHU WKH &¢RUSRUDWLRQ FRPSOHWHG WKH VDOH RI

FDVK SURFHHGV RI PS®UORRAGRWHRY VDOH RDV UREROQRI® G
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(ISORUDWLRQ DQG HYDOXDW L RQ OIDUER-ANS OFRRUDM VRQ RSURMHFWYV ZKLF}
GHWHUPLQDWLRQ RI SURY MKDR UHRGRIED BHIFHH RJEH/WHRILYCHOAZRK® VH DVVHWYV Zt
DVVHVVHG IRU LQGLFDWRUV RI LPSDLUPHQW DQG QRQH ZHUH LGHQWLILI

27+(5 $66(76

$V DW 'HFHPEHU

1RQ FXUUHQW S1SHOLQH OLQHILOO
J)LODQFH VXEOHDVH UHFHLYDEOHYV
,QWDQJLE©OH DVVHWYV

3UHSDLG WUDQVSRUWDWLRQ FRVWYV
3DWKZD\V LQLWLDWLYH

/IHVV FXUUHQW SRUWLRQ LQFOXGHG LQ WUDGH UHFHLYDEOHY DQG RWK

D 1RQ FXUUHQW SLSHOLQH OLQHILOO RQ WKLUG SDUW\ RZQHG SLSHOI
WUDQVSRUWDWLRQ FRQWUDFWY H[SLUH EHWZHHQ WKH \HDUV DQG

E $V HFHPEHU LQWDQJLEOH DVVHWV FRQVLVW RI VRIWZDUH WKDW LV
FRPSXWHU KDUGZDUH PHLOCHIRQPUHIERQ QRNHBUI RIGHIGMKBIEHU \HDU
HQGHG 'HFHPEHU PLOCXULQJ\AMKH HQHFH®EH U WKH &RUSRUDWLRQ
LQWHUQDOO\ JHQHUDWHG HPLVVLRQ SHUIRUPDQFH FUHGLWY WKDW Z|
JDLQ RQ DVVHW GPUS®VRWLRQV RI

F 3UHSDLG WUDQVSRUWDWLRQ FRVWY UHODWHG WR XSJUDGLQJ WKL
FDSLWDOL]J]HG DQG DUH EHLQJ DPRUWL]HG WR WUDQVSRUWDWLRQ H[S

[21*% 7(50 (%7

$v DW 'HFHPEHU

BHFRQG /LHQ
VHQLRU VHFXUHG VHFRQG OLHQ QfF
'"HFHPEHU QLO IXOO\ UHGHE
'"HFHPEHU 86 ° PLOOLRQ
8QVHFXUHG
VHQLRU XQVHFXUHG QRWHV

'"HFHPEHU 86 PLOOLRQ
'"HFHPEHU 86° ELOOLRQ
VHQLRU XQVHFXUHG QRWHYV
'"HFHPEHU 86 PLOOLRQ G
'HFHPEHU 86 " PLOOLRQ

'"HEW UHGHPSWLRQ SUHPLXP
/IHVV XQDPRUWL]HG GHIHUUHG GHEW GLVFRXQW DQG GHEW LVVXH FRVW

/HVV FXUUHQW SRUWLRQ RI VHQLRU VHFXUHG WHUP ORDQ




7TKH 8 6 GROODU GHQRPLQDWHG GHEW ZDV WUDQVODWHG LQWR &DQDGI
& '"HFHPEHU 86 &

D (IIHFWLYH -DQXDU\ WKH &RUSRUDWLRQ LVVXHG 86 PLOOLR
VHQLRU VHFXUHG VHFRQG OLHQ QRWHV ZLWK D PDWXULW\ RI -DQXDU
DQG -XO\ 1R SULQFLSDO SD\PHQWYV DUH UHTXLUHG XQWLO -DQXDU\

GHEW LVVXH FRVWYV RI PLOOLRQ DQG LV DPRUWL]LQJ WKHVH FRVVWV
LOWHUHVW PHWKRG

5HGHPSWLRQV RQ VHQLRU VHFXUHG VHFRQG OLHQ QRWHBY GXH -D
%DODQFH DV DW '"HFHPEHU

$XIXVWH
%DODQFH DV DW 'HFHPEHU

-DQXDU\'"

$SULCH

%»DODQFH DV DW '"HFHPEHU

L SHGHPSWLRQ SULFHXNIDFFUXHG DQG XQSDLG LQWHUHVW
LLSHGHPSWLRQ SULFH RI SOXV DFFUXHG DQG XQSDLG LQWHUHVW

%RWK RI WKHVH UHGHPSWLRQV LQFOXGHG SUHSD\PHQW RSWLRQV
&RUSRUDWLRQ ZDV UHTXLUHG WR DVVHVV WKH OLNHOLKRRG RI H[HUF

E (ITHFWLYH -DQXDWKH &RUSRUDWLRQ LVVXHG 86 ELOOLRQ LQ DJJU
VHQLRU XQVHFXUHG QRWHV ZLWK D PDWXULW\ RI )HEUXDU\ e
$XIXVW 1R SULQFLSDO SD\PHQWYVY DUH UHTXLUHG XQWLO )HEUXDU\
DVVRFLDWHG GHEW LVVXH FRVWYV RI PLOOLRQ DQG LV DPRUWL]LQJ
HITHFWLYH LOQWHUHVW PHWKRG

5HSXUFKDVH DQG H[WLQJXLVKPHQW RQ VHQLRU XQVHBBUHG QRW
%DODQFH DV DW '"HFHPEHU

6HFRQG TXDUWHU RI
7KLUG TXDUYWHU RI
JRXUWK TXDUWHU RI
%DODQFH DV DW 'HFHPEHU
L 5HSXUFKDVHG DQG HHWIRWHG/ NG WO H SULFH RI SOXV DFFUXHG DQG

LLSHSXUFKDVHG DQG H[WLQJXLVKHG DW D ZHLJKWHG DYHUDJH SULFH RI
LLEHSXUFKDVHG DQG H[WLQJXLVKHG DW D ZHLJKWHG DYHUDJH SULFH RI

JRU WHKHU HQIGHBEHU  WKH &RUSRUDWLRQ UHFRJQL]HG D FXPXODWL'
Rl PLOMUR® DVVRFLDWHG XQDPRUWL]HG GRLEORRGG BEHEW LWNVXHX ER
H[SHQVH RLOOHRRJQL]HG LQ QHW ILQDQFH H[SHQVH 1RWH

F (ITHFWH¥ERK XD U\ WKH &RUSRUDWLRQ LVVXHG 86 PLOOLRQ LQ
VHQLRU XQVHFXUHG QRWHYVY ZLWK D PDWXULW\ GDWH RI )HEUXDU\
DQG $XJIXVW 1R SULQFLSDO SD\PHQWY DUH UHTXLUHG XQWLO )HEUX
DVVRFLDWHG GHEW LVVXH FRVWYV RI PLOOLRQ DQG LV DPRUWL]LQJ
HITHFWLYH LQWHUHVW PHWKRG



2Q -XQH WKH &RUSRUDWLRQ DPHQGHG DQG UHVWDWHG LWV 5H°
IDFLOLW\ JXDUDQWHHG E\ ([SRUW '"HYHORSPHQW &DQDGD (& )DFLOLW\
E\ \HDUV WR 2FWREHU 7TRWDO FUHGLW DYDLODEOH XQGHU WK

ELOOLRQ DQG LV FRPSULVHG RI PLOOLRQ XQGHU WKH UHYROYLC
J)DFLOLW\ /HWWHUV RI FUHGLW XQGHU WKH (‘& )DFLOLW\ GR QRW FRQ
UHYROYLQJ FUHGLW IDFLOLW\ DQG ('& )DFLOLW\ DUH VHFXUHG E\ VXEVW

7KH UHYROYLQJ FUHGLW IDFLOLW\ KDV D PRGLILHG FRYHQDQW OLWH V
PDLQWHQDQFH FRYHQDQW XQOHVV WKH &RUSRUDWLRQ LV GUDZQ XQGH!L
PLOOLRQ ,l GUDZQ LQ H[FHVV RI RU PLOOLRQ XQGHU WKH UHYR(
PDLQWDLQ D ILUVW OLHQ QHW GHEW WR ODVW WZHOYH PRQWK (%,7'$

IDFLOLW\ ILUVW OLHQ QHW GHEW LV FDOFXODWHG DV GHEW XQGHU Wk
SDVVX EDVLV ZLWK WKH FUHGLW IDFLOLW\ OHVV FDVK RQ KDQG 7KH I
WHVWHG TXDUWHUO\ ,VVXHG OHWWHUV RI FUHGLW DUH QRW LQFOXGHG
WR KDYH QR ILUVW OLHQ GHEW RXWVWDQGLQJ

$V HWFHPEHU WKH &RUSRUDWLR QURRIBXWLOL]HG FDSDFLW\ XQGHU WKH
FUHGLW IDFLOLW\ DQG W KH GARUIRERXDMMWLDRH&DED SDFLW\ XQGHU WKH
OHWWHU RI| FUNGHRPRIQV RXWVWDQGLQJ XQGHU WHHPHNBOYLQJ FUHGL\

3529,6,216 $1' 27+(5 /,$%,/,7,(6

$V DW 'HFHPEHU

/HDVH OL"DELOLWLHYV

'"HFRPPLVVLRQLE®J SURYLVLRQ

/RQJ WHUP LQFHQWLYH FRPSHQVDWLRQ OLDELOLW\
3URYLVLRQV DQG RWKHU OLDELOLWLHYV

/HVV FXUUHQW SRUWLRQ

1RQ FXUUHQW SRUWLRQ

D /HDVH OLDELOLWLHYV

$V DW 'HFHPEHU

%DODQFH EHJLQQLQJ RI \HDU
$GGLWLRQV

3D\PHQWYV

,QWHUHVW H[SHQVH

JRUHLJQ H[FKDQJH LPSDFW
%DODQFH HQG RI \HDU

/HVV FXUUHQW SRUWLRQ

1RQ FXUUHQW SRUWLRQ




7KH &RUSRUDWLRQ V PLQLPXP OHDVH SD\PHQWY DUH DV IROORZV

$V DW 'HFHPEHU

'LWKLQ RQH \HDU

/IDWHU WKDQ RQH \HDU EXW QRW ODWHU WKDQ ILYH \HDUV
/IDWHU WKDQ ILYH \HDUYV

OLQLPXP OHDVH SD\PHQWYV

$PRXQWV UHSUHVHQWLQJ ILQDQFH FKDUJHYV

1HW PLQLPXP OHDVH SD\PHQWYV

7KH & RUSRUDWLRQ KDV VKRUW WHUP OHDVHV ZLWK OHDVH WHUPV RI
$V WKHVH OHDVH FRVWV DUH LQFXUUHG WKH\ DUH UHFRJQL]HG DV
RSHUDWLQJ H[SHQVH GHSHQGLQHFROEWWKHLUWXKMHVISUHVHYWDWDOXH

DUUDQJHPH®MWO/ORRIQP EH U PLOODRQQJ WKH &RUSRUDWLRQ V HVW
ERUURZLQJ UDWH

'"HFRPPLVVLRQLQJ SURYLVLRQ

7KH IROORZLQJ WDEOH SUHVHQWV WKH GHFRPPLVVLRQLQJ SURYL
DEDQGRQPHQW RI WKH &RUSRUDWLRQ!V SURSHUW\ SODQW DQG HTXL:

$V DW 'HFHPEHU

%DODQFH EHJLQQLQJ RI \HDU

&KDQJHV LQ HVWLPDWHG OLIH DQG HVWLPDWHG IXWXUH FDVK IORZV
&KDQJHV LQ GLVFRXQW UDWHV

JLDELOLWLHV VHWWOHG

$FFUHWLRQ

%DODQFH HQG RI \HDU

/JHVV FXUUHQW SRUWLRQ

1RQ FXUUHQW SRUWLRQ

7KH GHFRPPLVVLRQLQJ SURYLVLRQ UHSUHVHQWY WKH SUHVHQW YDO X
DQG DEDQGRQPHQW RI WKH &RUSRUDWLRQ V SURSHUW\ SODQW DQG
7KH WRWDO XQGLVFRXQWHG DPRXQW RI WKH HVWLPDWHG IXWXUH FD)\

PLOOHRKPEHU PLOOISWQDRHPEHU WKH &RUSRUDWLRQ KDV HV
QHW SUHVHQW YDOXH RI WKH GHFRPPLVVLRQLQJ REOLJDWLRQV XVLQ
R '"HFHPEHU DQRG DQ LQI®DWLRKFHWBDEHL 7KH

GHFRPPLVVLRQLQJ SURYLVLRQ LV HVWLPDWHG V'HFHPEHU DJHG LQ
SHULRGV \HDU WKH

/IRQJ WHUP LQFHQWLYH FRPSHQVDWLRQ OLDELOLW\

$V DAFHPEHU WKH &RUSRUDWLIELQRN¥RPQDIGIRO RLZKLFK LV UHFRJ
FXUUHQW ZLWKLQ DFFRXQWY SIUHODWLQJ WR WKH IDLU YDOMXMWRHWD
DQG '"¢HFHPEHU PLC J)LKRHQ &RUSRUDWLRQ HQWHUHG LQWR HTXLW
FROQOWUDFWYV WR PDQDJH LWV H[SRVXUH RQ FDVK VHWWOHG 568V DQC
IRWHRU IXUWKHU GHWDLOV



,1&20( 7$;

<HDU HQGHG 'HFHPEHU

(DUQLQJV EHIRUH LQFRPH WD[HV
6WDWXWRU\ LQFRPH WD[ UDWH

(ISHFWHG LQFRPH WD[ H[SHQVH

$GG GHGXFW WKH WD[ HIIHFW RI
BWRFN EDVHG FRPSHQVDWLRQ
1RQ WD[DEOH ORVV JDLQ RQ IRUHLJQ H[FKDQJH
7D[DEOH FDSLWDO ORVV JDLQ QRW UHFRJQL]HG
7D[ EHQHILW Rl YHVWHG 568V
$GMXVWPHQWY UHODWLQJ WR SULRU SHULRGV

,QFRPH WD[ H[SHQVH

&XUUHQW LQFRPH WD[ H[SHQVH UHFRYHU\
'"HIHUUHG LQFRPH WD[ H[SHQVH

,QFRPH WD[ H[SHQVH

$V IWWHPEHU WKH &RUSRUDWLR @G HIBHW UDH @R [DLLRWLGOFOH. RKDP E H U
PLOGUHRRARUUHG WD[ DVVHW

7KH QHW PRYHPHQW ZLWKLQ WKH GHIHUUHG WD[ DVVHWY OLDELOLWLHV

%DODQFH DV DW -DQXDU\
&UHGLWHG FKDUJHG WR HDUQLQJV
&UHGLWHG FKDUJHG WR HTXLW\

%DODQFH DV DW '"HFHPEHU

7KH PRYHPHQWY LQ GHIHUUHG LQFRPH WD[ DVVHWY DQG OLDELOLWLHV ¢

5LJK)
7C 5L '"HFRPPLV\ X\
'"HIHUUHG WD[ DVVHWVOR\ PDQDJH SURY DV\V 2ZWKHU7RWDO

%DODQFH DV DW '"HFHPEHU
&UHGLWHG FKDUJHG WR HDUQLQJV
%DODQFH DV DW '"HFHPEHU
&UHGLWHG FKDUJHG WR HDUQLQJV
%DODQFH DV DW '"HFHPEHU




BURSHUW\
'HIHUUHG WD[ OLDELOLWLHV HTXLS 7TRWDO

%DODQFH DV DW '"HFHPEHU
&UHGLWHG FKDUJHG WR HDUQLQJV
%DODQFH DV DW '"HFHPEHU
&UHGLWHG FKDUJHG WR HDUQLQJV
%DODQFH DV DW '"HFHPEHU

$V HFHPEHU WKH &RUSRUDWLRQ KDELD®EBRDIPOMEHOM &DQDGLDQ WD]

ELORILR®Q FDSLWDO GRORHRQBQ® 'HFHPEHU ELOOQRMYDLODEOF
&DQDGLDQ WD[ SRREL (RQERRTE EQSELWDO ORVVHV DQG ELOOLRQ RI FC
QRQ FDSLWDO ORVV FDUU\ IRUZDUG EDODQFHV H[SLUH DV IROORZV

7TKHUHDIWRARWDO

1RQ FDSLWDO ORVV FDUU\ IRUZDUG EDODQFHV

$V DAWWHPEHU WKH &RUSRUDWLRQ KDG QRW UHFRJQ IPHGEWKIE@I DADD.[| HEG Q
DQG XQUHDOL]HG WD[DEOH FD''"HFHPEHU HLJQ H{BRDRQ@H ORVVHYV

6+$5( &$3,7$/

&RPPRQ VKDUHV DUH FODVVLILHG DV HTXLW\ 7UDQVDFWLRQ FRVWV G
UHFRJQL]JHG DV D UHGXFWLRQ RI VKDUHKROGHUV! HTXLW\ QHW RI D
UHSXUFKDVHV LWV RZQ FRPPRQ VKDUHV VKDUH FDSLWDO LV UHGXFH
UHSXUFKDVHG ,I WKH DYHUDJH FDUU\LQJ YDOXH RI WKH VKDUHV HI[FI
UHFRJQL]JHG DV FRQWULEXWHG VXUSOXV ,I WKH SXUFKDVH SULFH H[FF
SUHYLRXV FRQWULEXWHG VXUSOXV UHODWHG WR VXFK WUDQVDFWLRQYV
UHFRJQL]JHG DV D UHGXFWLRQ WR UHWDLQHG HDUQLQJV

7KH &RUSRUDWLRQ LV DXWKRUL]JHG WR LVVXH DQ XQOLPLWHG QXPEHU I
DQ XQOLPLWHG QXPEHU RI SUHIHUUHG VKDUHYV

&KDQJHV LQ LVVXHG FRPPRQ VKDUHY DUH DV IROORZV

1XPEHU RI 1XPEHU RI
VKDUHYV VKDUHV
WKRXVD@FPWRXQW WKRXVDQGWPRXQW

%DODQFH EHJLQQLQJ RI \HDU

,VVXHG XSRQ H[HUFLVH Rl VWRFN RSWLRQV

,VVXHG XSRQ YHVWLQJ DQG UHOHDVH RI 568V DQG 368V
5HSXUFKDVH RI VKDUHV IRU FDQFHOODWLRQ

%DODQFH HQG RI SHULRG

2Q ODUFK WKH &RUSRUDWLRQ UHFHLYHG DSSURYDO IURP WKH 7RL
ELG #1&,%$ ZKLFK DOORZV WKH &RUSRUDWLRQ WR SXUFKDVH IRU FDC
FRQVLGHUY DGYLVDEOH XS WR D PD[LPXP RI FRPPRQ VKDUHV R

DQG ZLOO WHUPLQDWH RQ ODUFK RU VXFK HDUOLHU WLPH D
RSWLRQ RI WKH &RUSRUDWLRQ

JRU WHIDHU HHGEHEEHU WKH &RUSRUDWLRQ SXUFKPVEBGLIRQY FRRARD OHT
XQGHU LWV 1&,% DW D ZHLJKWHG DYHUDJH SULFH RI IRU D WRWDO



WKH DYHUDJH FDUU\LQJ YDOXH RI WoKWWB KQHEVHRU Q L Q J ¥ HAIDMEULCRIGHXIFRHUG
VKDUHV SXUFKDVHG DERYH FDUU\LQJ YDOXH

'XULQJ WKH &RUSRUDWLRQPLQGRP@ DG SAKDUARUWIBS&RQ H[HUFLVH RI V
LVVXHG DSSURLICPRBERP®RQ VKDUHV XSRQ YHVWLQJ DQG UHOHDVH RI 568V

672&. %$6(' &203(16%$7,21

7KH &RUSRUDWLRQ KDV D QXPEHU RI VWRFN EDVHG FRPSHQVDWLRQ SO
XQLWV #568V$ SHUIRUPDQFH VKDUH XQLWV #368V$ DQG GHIHUUHG °
WKHVH SODQV LV RXWOLQHG EHORZ

D 6WRFN EDVHG FRPSHQVDWLRQ

<HDU HQGHG 'HFHPEHU

&DVK VHWWOHG H[SHQVH

(TXLW\ VHWWOHG H[SHQVH

8QUHDOL]JHG HTXLW\ SULFH UYVN PDQDJHPHQW JDLQ ORVV
5HDOL]JHG HTXLW\ SULFH ULYN PDQDJHPHQW JDLQ ORVYV
6WRFN EDVHG FRPSHQVDWLRQ

L &DVK VHWWOHG 568V DQG 368V DUH DFFRXQWHG IRU DV OLDELOLW\ LQVW
PDUNHW YDOXH RI WKH &RUSRUDWLRQ!V FRPPRQ VKDUHV DW HDFK SHULR:
PXOWLSOMUQORBWYBWLRQV LQ WKH IDLU YDOXH DUH UHFRJQL]HG GXULQJ

LLS5SHODWHYV WR ILQDQFLDO GHULYDWLYHV HQWHUHG LQWR WR PDQDJH WKH
YHVWLQJ LQ DQG JUDQWHG XQGHU WKH &RUSRUDWLRQ V VWE
XQUHDOL]JHG XQWLO YHVWLQJ RI WKH UHODWHG XQLWV RFFXUV 6HH QRWEF

E &DVK VHWWOHG SODQV
L SHYWULFWHG VKDUH XQLWV DQG SHUIRUPDQFH VKDUH XQLWYV

568V JUDQWHG XQGHU WKH &DVK 6HWWOHG 568 SODQ JHQHUDOO\ Y
368V JUDQWHG XQGHU WKH &DVK 6HWWOHG 568 SODQ JHQHUDOO\ Y
SURYLGHG WKDW WKH &RUSRUDWLRQ VDWLVILHVY FHUWDLQ SHUIRUI
RI " LUHFWRUV ZKLFK DUH VHW DQG PHDVXUHG DQQXDOO\ WR HVWD
7KH VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH IRU 368V LV GHWHUPLC
RI 368 DZDUGV WKDW HYHQWXDOO\ YHVW EDVHG RQ WKH SHUIRUPD

&DVK VHWWOHG 568V DQG 368V RXWVWDQGLQJ

<HDU HQGHG 'HFHPEHU

H[SUHVVHG LQ WKRXVDQGV

2XWVWDQGLQJ EHJLQQLQJ RI \HDU

*UDQWHG

9HVWHG DQG UHOHDVHG

YRUIHLWHG

2XWVWDQGLQJ HQG RI \HDU

L ,QFOXGHV XQLWY DGGHG E\ 368 SHUIRUPDQFH IDFWRUV




F

LL'HIHUUHG VKDUH XQLWYV RXWVWDQGLQJ

7KH 'HIHUUHG 6KDUH 8QLW 30DQ DOORZV IRU WKH JUDQWLQJ RI '
UHSUHVHQWYV WKH ULJKW IRU WKH KROGHU WR UHFHLYH D FDVK
&RUSRUDWLRQ V FRPPRQ VKDUHV FDOFXODWHG DW WKH GDWH R
&RUSRUDWLRQ LWV HTXLYDOHQW LQ IXOO\ SDLG FRPPRQ VKDUH
LPPHGLDWHO\ ZKHQ JUDQWHG DQG DUH UHGHHPHG RQ WKH HDUOLF
VWDUWLQJ DIWHU WKH GDWH WKH KROGHU FHDVHV WR EH D PHPEH!
IROORZLQJ HDFK RI WKH UHGHPSWLRQ GBRHPEHOHF \WHG LEN YKEK |
'68V RXW V WMDHRELHL '68V RXWVWDQGLQJ

$V DAWHPEHU WKH &RUSRUDWLEBQDEHGRWQIBEGGRODWLQJ WR WKH IDL
FDVK VHWWOHG 568VHRMBEHMQG '68NLOOZTREXUUHQW SRUWILER@QVR D
LQFOXGHG ZLWKLQ DFFRXQWV S'HFHPEHU PLOOLRQ LQ FOXWIHHW
DQG PLOOLRQ LQ CRQ FXUUHQW SRUWLRQ

(TXLW\ VHWWOHG SODQV
L BWRFN RSWLRQV RXWVWDQGLQJ
7KH &RUSRUDWLRQ V 6WRFN 2SWLRQ 30DQ DOORZV IRU WKH JUD

HPSOR\HHVY DQG FRQVXOWDQWY RI WKH &RUSRUDWLRQ 6WRFN RSW
WKUHH \HDUV DQG H[SLUH VHYHQ \HDUV DIWHU WKH JUDQW GDWH

<HDU HQGHG 'HFHPEHU

6WRFN :HLJKWHG 6WRFN :HLJKWHG
RSWLRQVDYHUDJH RSWLRQVDYHUDJH
WKRXVDBGEWFLH SWKRXVDBGEWFLVH SULFH
2XWVWDQGLQJ EHJLQQLQJ RI \HDU
([HUFLVHG
JRUIHLWHG
([SLUHG

2XWVWDQGLQJ HQG RI \HDU

$V DW 'HFHPEHU

2XWVWDQGLQJ DQG YHVWH

"HLIKWHG
‘HLJKWHG DYHUDJH
DYHUDJMWHPDLQLQJ
5DQJH RI H[HUFLVH 2SWLR®IYHUFLVH OLIH
SULFHYV WKRXVDQGWLFH LQ \HDUYV




7TKHUH ZHUH QR VWRFN RSWLRQV JHPHPMEH® G OWYBFH WEKHHU\HDUV HQG|
LLS5SHVWULFWHG VKDUH XQLWY DQG SHUIRUPDQFH VKDUH XQLWYV

568V JUDQWHG XQGHU WKH HTXLW\ VHWWOHG 5HVWULFWHG 6KDUH
WKUHH \HDU SHULRG 368V JUDQWHG XQGHU WKH HTXLW\ VHWWOHG
WKLUG DQQLYHUVDU\ RI WKH JUDQW GDWH SURYLGHG WKDW WKH
LGHQWLILHG E\ WKH &RUSRUDWLRQ!V %RDUG Rl 'LUHFWRUV ZKLFK
SHUIRUPDQFH PXOWLSOLHU IURP JHUR WR WZR

(TXLW\ VHWWOHG 568V DQG 368V RXWVWDQGLQJ

<HDU HQGHG 'HFHPEHU
H[SUHVVHG LQ WKRXVDQGYV

2XWVWDQGLQJ EHJLQQLQJ RI \HDU
*UDQWHG

9HVWHG DQG UHOHDVHG
JRUIHLWHG

2XWVWDQGLQJ HQG RI \HDU

5(9(18(6

<HDU HQGHG 'HFHPEHU

6DOHV IURP
BURGXFWLRQ
3XUFKDVHG SURGXFW

SHWUROHXP UHYHQXH
5R\DOWLHYV

SBHWUROHXP UHYHQXH QHW RI UR\DOWLHV

3RZHU UHYHQXH
7UDQVSRUWDWLRQ UHYHQXH

2ZWKHU UHYHQXH

SHYHQXHV

L 7KH DVVRFLDWHG WKLUG SDUW\ SXUFKDVHV DUH LQFOXGHG LQ WKH FRQVRC
LQFRPH ORVV XQGHU WKH FDSWLRQ #3XUFKDVHG SURGXFWS$

D 'LVDJJUHJDWLRQ RI UHYHQXH IURP FRQWUDFWY ZLWK FXVWRPHUYV

7KH &RUSRUDWLRQ UHFRJQL]JHV UHYHQXH XSRQ GHOLYHU\ RI JRRGV D

<HDU HQGHG 'HFHPEHU

SHWUROHXP 5HYHQXH 3HWUROHXP 5HYHQXH
SURSULHWDWG SDURWDBURSULHWDWG SDURWDO

&RXQWU\
&DQDGD
8QLWHG 6WDWHYV




JRU WHDHU HGGEHE@EHU RWKHU UHYHRXBQEOR/QDWWULEXWHBHRRH&D QDC
PLOOMRWRQULEXWHG WR &DQDGD DQG PLOOLRQ DWWULEXWHC

E S5SHYHQXH UHODWHG DVVHWYV

7KH &RUSRUDWLRQ KDV UHFRJQL]JHG WKH IROORZLQJ UHYHQXH UHODW

$vV DW '"HFHPEHU

SHWUROHXP UHYHQXH

2ZWKHU UHYHQXH

7TRWDO UHYHQXH UHODWHG DVVHWYV

5HYHQXH UHODWHG UHFHLYDEOHY DUH VASHFPIOW\ DWWHRHEHBILWKLQ
WKHUH ZzDV QR PDWHULDO H[SHFWHG FUHGLW ORVYV UHTXLUHG DJ

)25(,*1 (;&+$1*( *$,1 /266 1(7

<HDU HQGHG 'HFHPEHU
8QUHDOL]HG IRUHLJQ H[FKDQJH JDLQ ORVV RQ
/RQJ WHUP GHEW
86 GHQRPLQDWHG FDVK DQG FDVK HTXLYDOHQWV
JRUHLJQ FXUUHQF\ ULVN PDQDJHPHQW FRQWUDFWV
8QUHDOL]HG QHW JDLQ ORVV RQ IRUHLJQ H[FKDQJH
5HDOL]JHG JDLQ ORVV RQ IRUHLJQ H[FKDQJH
JRUHLJQ H[FKDQJH JDLQ ORVV QHW

& HTXLYDOHQW RI 86
%HJLQQLQJ RI SHULRG
(QG RI SHULRG

1(7 ),1$1&( (;3(16(

<HDU HQGHG 'HFHPEHU
,QWHUHVW H[SHQVH RQ ORQJ WHUP GHEW

, QWHUHVW H[SHQVH RQ OHDVH OLDELOLWLHV
,(QWHUHVW LQFRPH

1HW LQWHUHVW H[SHQVH

'"HEW H[WLQJXLVKPHQW H[SHQVH
$FFUHWLRQ RQ SURYLVLRQV
1HW ILQDQFH H[SHQVH

JRU WKCHU HGIGHBEHU GHEW H[WLQJXLVKPHQW GDFEWHVFHRBRQLIHG LQ DVV
ZLWK WKH 86 PLOOLRQ DSSUR[LPDWHO\ PLOOLRQ UHSXUFKDVH |

QRWHY DQG LQFOXGHG D FXPXODWLYHPGEODWRDHDGNRFWDLRE G XIPPIPRAU WL
GHEW LVVXHMFRENRARAU WR 1RWH IRU IXUWKHU GHWDLOV

JRU WHCHJ HIGHBEHU GHEW H[WLQJXLVKPHQ\W GH)FEQNVFRBRQL]HG LQ DVV
ZLWK GHEW UHGHPSWLRQV XS WR DQG LQFOXGLQJ $SULO 7KH

UHGHPSWLRQ SUHPLXP RI PLOOLRQ DQG DVVRFLDWHG H[SHQVLQJ RI
PLOOLRQ 5HIHU WR 1RWH IRU IXUWKHU GHWDLOV



27+(5 (;3(16(6

<HDU HQGHG 'HFHPEHU
6HWWOHPHOW H[SHQVH
6HYHUDQFH DQG UHVWUXFWXULQJ
2WKHU H[SHQVHV

L 'XULQJ\MMXWH HQHEAHP EH U WKH &RUSRUDWLRQ VHWWOHG D OLWLJD\

LQYROYLQJ D XQLW WUDLQ WUDQVORDGLQJ IDFLOLWP LLG)DERE MKWDF OKIHP &R0
GLVFRQWLQXHG

75$16$&7,216 :,7+ 5(/$7(' 3$57,(6

7KH &RUSRUDWLRQ GLG QRW HQWHU LQWR DQ\ VLIQLILFBIGWPEHODWHG
DQG RWKHU WKDQ FRPSHQVDWLRQ RI NH\ PDQDJHPHQW SHUVRQ(
RIILFHUV RI WKH &RUSRUDWLRQ DV NH\ PDQDJHPHQW SHUVRQQHO

<HDU HQGHG 'HFHPEHU
6KDUH EDVHG FRPSHQVDWLRQ
6DODULHY DQG VKRUW WHUP HPSOR\HH EHQHILWYV

7KH LQFUHDVH LQ VKDUH EDVHG FRPSHQVDWLRQ WR NH\ PDQDJHPHQW S
WKH &RUSRUDWLRQ V VKDUH SULFH DQG LWV LPSDFW RQ WKH YDOXH RI

6833/(0(17$/ &$6+ )/2: ',6&/2685(6

<HDU HQGHG 'HFHPEHU
&DVK SURYLGHG E\ XVHG LQ
7UDGH UHFHLYDEOHY DQG RWKHU
,QYHQWRULHV
$FFRXQWYV SD\DEOH DQG DFFUXHG OLDELOLWLHYV
,QWHUHVW SD\DEOH

&KDQJHV LQ QRQ FDVK ZRUNLQJ FDSLWDO UHODWLQJ WR
2SHUDWLQJ
,OQYHVWLQJ

JLOQDQFLQJ

&DVK DQG FDVK°HTXLYDOHQWYV
&DVK
&DVK HTXLYDOHQWYV

&DVK LQWHUHVW SDLG

D $V '"HFHPEHU PLORI WKH &RUSRUDWLRQ!V WRWDO FDVK DQG FDV
LQ 86 CHFHPEHU PLOOL/RK® 8 6 GROODU FDVK DQG FDVK HTXLYI
WUDQVODWHG LQWR &DQDGLDQ GRO R86 KHH SHRERG HQG H[FKI
86 &



7KH IROORZLQJ WDEOH SURYLGHV D UHFRQFLOLDWLRQ RI DVVHWY DQG C

JLQDQFH VXEOHBDIMVWH RQJ WHUP
UHFHLYD

L EOQOLHDVE L O L W IGHE W

%DODQFH DV DW 'HFHPEHU
JLOQDQFLQJ FDVK IORZ FKDQJHV
5HFHLSWV RQ OHDVHG DVVHWYV
3D\PHQWV RQ OHDVHG OLDELOLWLHV
5HSD\PHQW DQG UHGHPSWLRQ RI ORQJ WHUP GHEW
'HEW UHGHPSWLRQ SUHPLXP DQG UHILQDQFLQJ FRVWYV
2WKHU FDVK DQG QRQ FDVK FKDQJHV
,QWHUHVW SD\PHQWY RQ OHDVH OLDELOLWLHV
,QWHUHVW H[SHQVH RQ OHDVH OLDELOLWLHYV
8QUHDOL]HG JDLQ ORVV RQ IRUHLJQ H[FKDQJH
'"HEW H[WLQJXLVKPHQW H[SHQVH

$PRUWL]DWLRQ RI GHIHUUHG GHEW GLVFRXQW DQG GHEW LVVXH FRVWYV
%DODQFH DV DW '"HFHPEHU

L )LQDQFH VXEOHDVH UHFHLYDEOHY /HDVH OLDELOLWLHYV

/IRQJ WHUP GHEW D
1(7 ($51,1%6 3(5 &20021 6+$5(

<HDU HQGHG 'HFHPEHU
I1HW HDUQLQJV

HLJKWHG DYHUDJH FRPPRQ VKDUHV RXWVWDQGLQJ PLOOLRQV
'LOXWLYH HIIHFW Rl VWRFN RSWLRQV 568V DQG 368V PLOOLRQV

"HLIKWHG DYHUDJH FRPPRQ VKDUHV RXWVWDQGLQJ GLOXWHG PLOOLF
1HW HDUQLQJV SHU VKDUH EDVLF

I1HW HDUQLQJV SHU VKDUH GLOXWHG

D :HLJKWHG DYHUDJH FRPPRQ VKDHIHV HREGHEEHYUG LQQ A B8 X GMI3IS 8 V

YHVWHG EXW QRWDUHWG@EGEKWEHDNHG QBO8V YHWXNWNHQ@QRW \HW UHOHDVHG

),1$1&,$/ ,167580(176 $1' 5,6. 0$1$*(0(17

7KH ILQDQFLDO LQVWUXPHQWY UHFRJQL]JHG RQ WKH FRQVROLGDWHG

HTXLYDOHQWY WUDGH UHFHLYDEOHY DQG RWKHU ULVN PDQDJHPHQW
LQWHUHVW SD\DEOH DQG ORQJ WHUP GHEW

D )DLU YDOXHV

7KH FDUU\LQJ YDOXHV RI FDVK DQG FDVK HTXLYDOHQWYV WUDGH UHF
OLDELOLWLHY DQG LQWHUHVW SD\DEOH LQFOXGHG RQ WKH FRQVROLC(
UHVSHFWLYH DVVHWY DQG OLDELOLWLHYVY GXH WR WKH VKRUW WHUP Q

7KH IROORZLQJ IDLU YDOXHY DUH EDVHG RQ /HYHO LQSXWV WR IDLU



$V DW '"HFHPEHU

UU\LQJ
RXQWDLU YDOXH

5HFXUULQJ PHDVXUHPHQWYV
JLQDQFLDO DVVHWV
&RPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWV
(TXLW\ SULFH ULVN PDQDJHPHQW FRQWUDFWV
J)LQDQFLDO OLDELOLWLHV
/RQJ WHUP GHEW 1RWH
&RPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWV
YRUHLJQ FXUUHQF\ ULVN PDQDJHPHQW FRQWUDFWYV

7TKH HVWLPDWHG IDLU YDOXH RI ORQJ WHUP GHEW LV GHULYHG XVLQ.
SDUW\ LQGHSHQGHQW EURNHU 7KH IDLU YDOXHEBREGHW HUPE QNG ELC
H[SHFWHG WR IOXFWXDWH JLYHQ WKH YRODWLOLW\ LQ WKH GHEW DQ((

7KH HVWLPDWHG IDLU YDOXH RI ULVN PDQDJHPHQW FRQWUDFWYV LV
UHTXLUH DVVXPSWLRQV FRQFHUQLQJ WKH DPRXQW DQG WLPLQJ F
ODQDJHPHQW V DVVXPSWLRQV UHO\ RQ H[WHUQDO REVHUYDEOH P
FRPPRGLWLHV LQWHUHVW UDWH \LHOG FXUYHV DQG IRUHLJQ H[FKDQC
XVLQJ FHUWDLQ PHWKRGYV ZKLFK LQFOXGH HWUDSRODWLRQ WR WKH

5LVN PDQDJHPHQW

7KH &RUSRUDWLRQ V ULVN PDQDJHPHQW DVVHWY DQG OLDELOLWLHY
HTXLW\ VZDSV DQG IR UHKHXRMHOBKFEEADAZDBENRHQW FRQWUDFWYV LV JR
ODQDJHPHQW &RPPLWWHH WKDW IROORZV JXLGHOLQHV DQG OLPLW
&RUSRUDWLRQ GRHV QRW XVH ILQDQFLDO GHULYDWLYHV IRU VSHFXO
DUH PHDVXUHG DW IDLU YDOXH ZLWK JDLQV DQG ORVVHV RQ UH PHD
RI HDUQLQJV DQG FRPSUHKHQVLYH LQFRPH LQ WKH SHULRG LQ ZKLFK

7KH &RUSRUDWLRQ!V ILQDQFLDO ULVN PDQDJHPHQW FRQWUDFWYV DUH
HQIRUFHDEOH ULJKW WR RIIVHW E\ FRXQWHUSDUW\ WKH UHODWRHC
&RUSRUDWLRQ!V EDODQFH VKHHW LQ DOO FLUFXPVWDQFHYV

7KH IROORZLQJ WDEOH SURYLGHV D VXPPDU\ RI WKH &RUSRUDWLRQ!\
SRVLWLRQYV

$V DW '"HFHPEHU

$VVHW /LDELOLWHW $VVHW /LDELOLWHW

*URVYV DPRXQW
$PRXQW RIIVHW

IHW DPRXQW

&XUUHQW SRUWLRQ
1RQ FXUUHQW SRUWLRQ

1IHW DPRXQW

7KH IROORZLQJ WDEOH SURYLGHV D UHFRQFLOLDWLRQ RI FKDQJHV L
PDQDJHPHQW DVVHWYVY DQG OLDELOLWLHYV IURP -DQXDU\ WR 'HFHPEH!



$V DW 'HFHPEHU

)DLU YDOXH Rl FRQWUDFWY EHJLQQLQJ RI \HDU

*DLQ ORVV RQ IDLU YDOXH RI FRQWUDFWYV UHDOL]HG
&KDQJH LQ IDLU YBDOXH RI FRQWUDFWV

)DLU YDOXH RI FRQWUDFWYV HQG RI SHULRG

L $V DW 'HFHPEHU DQG WKLV DPRXQW LQFOXGHV WKH FKDQJH L
PDQDJHPHQW FR®WUDIEBOP RO OULRYSHFWLYHO\

&RPPRGLW\ ULVN PDQDJHPHQW

7KH &RUSRUDWLRQ KDG WKH IROORZLQJ ILQDQFLDO FRPPRGLW\ ULV
SXUFKDVHYVY DQG QDWXUDO JDV BKKHUFKBDYHY RXWVWDQGLQJ DV DW

$V DW '"HFHPEHU

9ROXPHV $YHUDJH 3ULFH
&RQGHQVDWH 3XUFKDVH &R QBEDF\GV 7HUP 86 EEO
7, ORQW %HOYLHX )L[HG 'LIIHUHEDAL DO 2FW
9ROXPHV $YHUDJH 3ULFH
1DWXUDO *DV 3XUFKDVH &R QWU IBFWV 7HUP & *-
$(&2 )L[HG 3ULFH -DQ 'HF
$(&2 )L[HG 3ULFH -DQ 'HF

L 7KH YROXPHY DQG SULFHV LQ WKH DERYH WDEOH UHSUHVHQW DYHUDJHV II
DYHUBUHFHV IRU WKH SRUWIROLR PD\ QRW KDYH WKH VDPH SD\PHQW SURI
IRU LQGLFDWLYH SXUSRVHYV

7KH &RUSRUDWLRQ GLG QRW HQWHU LQWR SK\WLFDO DQG ILQDQFLD¢
'HFHPEHU DQG )HEUXDU

7KH IROORZLQJ WDEOH VXPPDUL]HV WKH ILQDQFLDO FRPPRGLW\ ULVN

<HDU HQGHG 'HFHPEHU

5HDOL]JHG ORVV JDLQ RQ FRPPRGLW\ ULVN PDQDJHPHQW
8QUHDOL]HG ORVV JDLQ RQ FRPPRGLW\ ULVN PDQDJHPHQW
&RPPRGLW\ ULVN PDQDJHPHQW JDLQ ORVV QHW

7KH IROORZLQJ WDEOH VXPPDUL]J]HV WKH VHQVLWLYLW\ RI WKH HDUQL

FRPPRGLW\ SULFHV RQ WKH &RUSRUDWLRQ!V RSHQ ILQDQFLDO FRPPR
'"HFHPEHU

&RPPRGLW\ 6HQVLWLYLW\ 5DQJH ,QFUHDMHUHDVH
&RQGHQVDWH SXUgKDVYQ BERQBHQVDWH SULFH DV D SHUFHQWDJH RI :7
1DWXUDO JDV SXU§KDVH SHUFH DSSOLHG WR QDWXUDO JDV FRQWUDF

(TXLW\ SULFH ULVN PDQDJHPHQW

7KH 8RUSRUDWLRQ HQWHUV LQWR ILQDQFLDO HTXLW\ SULFH ULVN PD
WKH &RUSRUDWLRQ V FDVK IORZ E\ PDQDJLQJ VKDUH SULFH YRODWLC
&RUSRUDWLRQ!V RZQ VKDUH SULFH LPSDFW HDUQLQJYV DQG FDVK IC
DFWLYLWLHY DUH LPSDFWHG ZKHQ RXWVWDQGLQJ FDVK VHWWOHG 56
VWRFN EDVHG FRPSHQVDWLRQ SODQV DUH UHYDOXHG HDFK SHULRG
UHYDOXDWLRQ LV UHFRJQL]J]HG LQ VWRFN EDVHG FRPSHQVDWLRQ HI[S
DFWLYLWLHYV LV LPSDFWHG ZKHQ WKHVH VWRFN EDVHG FRPSHQVDWL



HQWHUHG LQWR WKHVH HTXLW\ SULFH ULVN PDQDJHPHQW FRQWUDFW
368V YHVWLQJ EHWZHHQ DQG

PLOOLRQV
8QUHDOL]HG HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ ORVV
5HDOL]JHG HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ ORVYV
(TXLW\ SULFH ULVN PDQDJHPHQW JDLQ ORVV

7KH VHQVLWLYLW\ RI WKH HDUQLQJYV ORVV EHIRUH LQFRPH WDJ[ LPSI
HTXLW\ SULFH ULVN PDQDJH PHEHP FR®O WUWD PWV RQORIZNVYFH DW

6HQVLWLYLW\ 5DQJQQFUHTHFRUHDVH

(TXLW\ SULFH ULVN PDQ®JHPMHISO FR® WRDEFRVWSRUDWLRQ V VKDUH SUL

JRUHLJQ FXUUHQF\ ULVN PDQDJHPHQW

JRUHLJQ FXUUHQF\ ULVN LV WKH ULVN WKDW D YDULDWLRQ LQ H[FKD
FXUUHQFLHY ZLOO DIIHFW WKH IDLU YDOXH RU IXWXUH FDVK IORZV R
&RUSRUDWLRQ KDV 8 6 GROODU GHQRPLQDWHG OHRFHPWHWP G®HEW DV

FKDQJH LQ WKH 8 6 GROODU WR &DQDGLDQ GROODU H[FKDQJH
FDUU\LQJ YDOXH RI ORQJ WHUP GHEW DQG D FRUUHVSRQGLQJ FKDQJ
PLOOHRRPEHU & PLOOLRQ

7KH &RUSRUDWLRQ RFFDVLRQDOO\ HQWHUV LQWR VKRUW WHUP ILQD(
PDQDJH IRUHLJQ FXUUHQF\ ULVN RQ FHUWIFHP EFBDW K DNXH RDRAKS R U R MYL
GLG QRW KDYH DQ\ RXWVWDQGLQJ ILQDQFLDO IRUHLJQ FXUUHQF\
HTXLYDOHQWYV

&UHGLW ULVN PDQDJHPHQW

&UHGLW ULVN DULVHV IURP WKH SRWHQWLDO WKDW WKH &RUSRUDWL
REOLJDWLRQV LQ DFFRUGDQFH ZLWK DJUHHG WHUPV 7KH &RUSRUDW
H[SHFWHG FUHGLW ORVVHV SUHVFULEHG E\ ,)56 ZKLFK SHUPLWV W|
DOO WUDGH UHFHLYDEOHV 7KH &RUSRUDWLRQ XVHV D FRPELQDWLR
GHWHUPLQH WKH DSSURSULDWH ORVV DOORZDQFH SURYLVLRQV &Ut
FUHGLW SROLFLHV JRYHUQLQJ WKH &RUSRUDWLRQ!V FUHGLW SRUWI|
DFFRUGLQJ WR HDFK FRXQWHUSDUW\ V FUHGLW TXDOLW\ $ VXEVW
LOQYHVWPHQW JUDGH FXVWRPHUV LQ WKH HQHUJ\ LQGXVWU\ DQG D!
&RUSRUDWLRQ KDV H[SHULHQFHG QR PDWHULDOHBORNEHILQ UWEBWLRQ
&RUSRUDWLRQ!V HVWLPDWHG PD[LPXP H[SRVXUH WR FUHGLW ULVN U}
ZDV PL@$0OO DPRXQWV UHFHLYDEOH IURP FRPPRGLW\ ULVN PDQDJ
&DQDGLDQ EVWMNRQILWEKYHVWPHQW JUDGH FUHGLW UDWLQJV &RXQWI
&RUSRUDWLRQ!V FRPPRGLW\ ULVN PDQDJHPHQW DFWLYLWLHV LV DOV
IUHTXHQW DVVHVVPHQW Rl FRXQWHUSDUW\ FUHGLW UDWLQJV DQG QH

7KH &RUSRUDWLRQ!V FDVK EDODRS&EBV MYXEMF XX UYWOQWDLQYXIVHBSWRD O I
VKDU$W¥ D UHVXOW WKH SULPDU\ REMHFWLYHV RI WKH LQYHVWPHQW
KLIJK OLTXLGLW\ 7KH FDVK EDODQFHYVY DUH KHOG LQ KLJK LQWHUHVW
VKRUW WHUP LQVWUXPHQWY VXFK DV EDQNHUV! DFFHSWDQFHV FRPF
LQVWUXPHQWY 7KH FDVK DQG FIDWHKPHEHHMRXLY ZOM Q WP\L CEMIARIHF R | DWVK H

LQYHVWPHQWY DUH SDVW WKHLU PDWXULW\ RU FRQVLGHUHG LPSDLUI
WR FUHGLW ULVN UHODWHG WR LWYLGEGOVKQDQG FDVK HTXLYDOHQWYV L\



J /LTXLGLW\ ULVN PDQDJHPHQW

/LTXLGLW\ ULVN LV WKH ULVN WKDW WKH &RUSRUDWLRQ ZLOO QRW I
EHFRPH GXH /LTXLGLW\ ULVN DOVR LQFOXGHV WKH ULVN WKDW WKFE
IURP WKH &KULVWLQD /DNH 3URMHFW RU LV XQDEOH WR UDLVH IXUW
GHEW DJUHHPHQWY 7KH OHQGHUV DUH HQWLWOHG WR H[HUFLVH LC
DJUHHPHQWYV 7KH &RUSRUDWLRQ PDQDJHV LWV OLTXLGLW\ ULVN WK
UHYROYLQJ FUHGLW IDFLOLWLHY DQG E\ PDLQWDLQLQJ DSSURSULDWH

ODQDIJHPHQW EHOLHYHV LWV FXUUHQW FDSLWDO UHVRXUFHV DQG LV
OHYHOV ZLOO DOORZ WKH &RUSRUDWLRQ WR PHHW LWV FXUUHQW DC
LQWHUHVW SD\PHQWV DQG WR IXQG WKH RWKHU QHHGV RI WKH EX\
FXUUHQW DQG IXWXUH REOLIJDWLRQV WKURXJK SHULRGV RI YRODW
I[IUDPHZRUAN FUHGLW ULVN PDQDJHPHQW SROLFLHV PLQLPL]JLQJ H[SRVXI
WR LQYHVWPHQW JUDGH FXVWRPHUV LQ WKH HQHUJ\ LQGXVWU\ +R.
UHVRXUFHYV FDVK IORZ DQG ZRUNLQJ FDSLWDO OHYHOV ZLOO DOO|
REOLJDWLRQV RU WKDW IXWXUH VRXUFHY RI FDSLWDO ZLOO QRW EH C

7KH &RUSRUDWLRQ V HDUOLHVW PDWXULQJ ORQJ WHUP GHEW LV UH
QRWHV GXH )HEUXDU\ $GGLWLRQDOO\ WKH &RUSRUDWLRQ V PRG
IDFLOLW\ KDV QR ILQDQFLDO PDLQWHQDQFH FRYHQDQW XQOHVV GUD

PLOOLRQ WKH &RUSRUDWLRQ LV UHTXLUHG WR PDLQWDLQ D TXDU
WR ODVW WZHOYH PRQWK (%,7'$ RI RU OHVV 8QGHU WKH &RUSF
FDOFXODWHG DV GHEW XQGHU WKH FUHGLW IDFLOLW\ SOXV RWKHU G
IDFLOLW\ OHVV FDVK RQ KDQG 1RQH RI WKH &RUSRUDWLRQ V RX
PDLQWHQDQFH FRYHQDQWY RU LV VHFXUHG RQ D SDUL SDVVX EDVLV :

7TKH IXWXUH XQGLVFRXQWHG ILQDQFLDO REOLJDWLRQV RI WKH &RUSR

/HVV WKDQ ORUH WKDQ
$V DW 'HFHPEHU 7RWDO \HDU \HDUV \HDUV \HDUYV
IRQJ WHUP GHEW
,QWHUHVW RQ ORQJ WHUP GHEW
&RPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWYV
$FFRXQWV SD\DEOH DQG DFFUXHG OLDELOLWLHYV

/HVV WKDQ ORUH WKDQ
$V DW '"HFHPEHU 7RWDO \HDU \HDUV \HDUV \HDUYV

/IRQJ WHUP GHEW

,(QWHUHVW RQ ORQJ WHUP GHEW

&RPPRGLW\ ULVN PDQDJHPHQW FRQWUDFWV
$FFRXQWYV SD\DEOH DQG DFFUXHG OLDELOLWLHYV

*(2*5$3+,&%/ ',6&/2685(

$V HWWHPEHU WKH &RUSRUDWLRQ KDG QRQ FXUUHQW DVVHWYVY UHODWH
PLOOHRQPEHU PLOODRQ\WKWH HHGEHBG EHU SHWUROHXP UHYHQXH U
RSHUDWLRQV LQ WKH 8@L@\BHBER WQRWHG ZHHDFWHPEHUELOOLRQ
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7KH &RUSRUDWLRQ V FDSLWDO FRQVLVWYV RI FDVK DQG FDVK HTXLYDOH
REMHFWLYH IRU PDQDJLQJ FDSLWDO LV WR SULRULWL]H EDODQFH VKH!
IXQG FDSLWDO H[SHQGLWXUHV UHWXUQ FDSLWDO WR VKDUHKROGHUYV
HQYLURQPHQW PDQDJHPHQW EHOLHYHV LWV FXUUHQW FDSLWDO UHVRX
FDSLWDO OHYHOV ZLOO DOORZ WKH &RUSRUDWLRQ WR PHHW LWV FXUUL
LOQWHUHVW SD\PHQWYVY DQG WR IXQG WKH RWKHU QHHGV RI WKH EXVLQF
VKDUH EX\EDFNV DQG FDSLWDO H[SHQGLWXUHYVY DUH DQWLFLSDWHG WR
FDVK RQ KDQG DQG RU RWKHU DYDLODEOH OLTXLGLW\

2Q ODUFK WKH &RUSRUDWLRQ UHFHLYHG DSSURYDO IURP WKH 76,

SXUFKDVH IRU FDQFHOODWLRQ IURP WLPH WR WLPH DV WKH &RUSRL
FRPPRQ VKDUHV RI O(* 7KH 1&,% EHFDPH HIIHFWLYH ODUFK

RU VXFK HDUOLHU WLPH DV WKH 1&,% LV FRPSOHWHG RU WHUPLQDW!

7KH &RUSRUDWLRQ VWDUWHG WKH \HDU DOORFDWLQJ DOO IUHH FDVK
UHDFKLQJ QHW GHEW RI1 86 ELOOLRQ WKH &RUSRUDWLRQ LQLWLDWHC
WR VKDUH EX\EDFNV ZLWK WKH UHPDLQGHU DSSOLHG WR GHEW UHGXFW
WR 86 ELOOLRQ DQG IUHH FDVK IORZ DOORFDWHG WR VKDUH EX\ECL
UHPDLQGHU DSSOLHG WR GHEW UHGXFWLRQ 7KLV DOORFDWLRQ ZLOO |
ZKLFK LV H[SHFWHG WR RFFXU EH\RQG DW FXUUHQW RLO SULFHV

7KH IROORZLQJ WDEOH VXPPDUL]J]HV WKH &RUSRUDWLRQ V QHW GHEW

$V DW '"HFHPEHU 1RWH

/IRQJ WHUP GHEW
&XUUHQW SRUWLRQ RI ORQJ WHUP GHEW
&DVK DQG FDVK HTXLYDOHQWYV

1HW GHEW &

1HW GHEW 86

1HW GHEW LV DQ LPSRUWDQW PHDVXUH XVHG E\ PDQDJHPHQW WR DQDO\

'XULQJ\MKH HQHGH® EH U WKH &RUSRUDWLR®6UHERIO® IDRY RWHDSURILPDW
ELOCRIRRXWVWDQGLQJ LQGHEWHGQHVV 7KLV UHGXFWLRQ LQ RXWVWDQG

( 2Q -DQXDU\ WKHS86 HGHRSOWLRQ RDSSURI[LPRIWHION PLIOQLRW
VHFXUHG VHFRQG OLHQ QRWHY GXH -DQXDU\ SOXBW BFUMB & PIsQ\A KX
LQWHUHVW

( 2Q $suULO WKH UHGHPS8BLRQ PRIOW KRQU HOREBLUR[Q B RW MAK\H P
&RUSRUDWLRQ!V RXWVWDQGLQJ VHQLRU VHFXUHG VHFRQG OL
SULFH RI  SOXV DFFUXHG DQG XQSDLG LQWHUHVW DQG

( "XULQJ WKH VHFRQG TXDUWHU RI WKH &RUSRUDWRLIRIO IURHG X U
DSSUR[LPDWHO\ RI WWKIHDA@QRRIGRUDWLRQ V VHQLRU XQVHFXUHG

ZHLIJKWHG DYHUDJHS®SXIVFBFFIUXHG DQG XQSDLG LQWHUHVW

( 'XULQJ WKH WKLUG TXDUWHU RI WKH &RUSRUDWBRRQOURGXU
DSSUR[LPDWHO\ RI LMLV OOLRQVHQLRU XQVHFXUHG QRWHV GXH )HE
DYHUDJH SULFSORNVN DFFUXHG DQG XQSDLG LQWHUHVW

( '"XULQJ WKH IRXUWK TXDUWHU RI WKH &RUSRB DW LR QLIHRSX U
DSSUR[LPDWHO\ RI IPAOWOLRQ VHQLRU XQVHFXUHG QRWHV GXH )HI
DYHUDJH SULFFHORN DFFUXHG DQG XQSDLG LQWHUHVW



%HJLQQLQJ ZLWK WKH VHFRQG TXDUWHU RI WKH &RUSRUDWLRQ
FDQFHOODWLRQ XQGHU WKH &RUSRKWBMPLERHY V WK Pb SRIRS R DB WLERE K\D G \f
IRU FDQFHOBGDWAQRRQ FRPRRQVXKRBAYOLRQ WR 0(* VKDUHKROGHUYV

2Q -XQH WKH &RUSRUDWLRQ DPHQGHG DQG UHVWDWHG LWV UHYR
JXDUDQWHHG E\ (‘& DQG H[WHQGHG WKH PDWXULW\ GDWH RI HDFK IDFL
DYDLODEOH XQGHU WKH WZR IDFLOLWLHV ZDV UHGXFHG IURP ELOOI
XQGHU WKH UHYROYLQJ FUHGLW IDFLOLW\ DQG PLOOLRQ XQGHU WKH

7KH 5HYROYLQJ &UHGLW )DFLOLW\ KDV D PRGLILHG FRYHQDQW OLWH V\
PDLQWHQDQFH FRYHQDQW XQOHVV WKH &RUSRUDWLRQ LV GUDZQ XQGHL
PLOOLRQ ,l GUDZQ LQ H[FHVV RI RU PLOOLRQ XQGHU WKH UHYR(
PDLQWDLQ D ILUVW OLHQ QHW GHEW WR ODVW WZHOYH PRQWK (%,7'$ Ul
QR ILUVW OLHQ GHEW RXWVWDQGLQJ

7KH &RUSRUDWLRQ V HDUOLHVW PDWXULQJ ORQJ WHUP GHEW LV UHSUH
QRWHV GXH HEUXBBHPEHISY DMKH &RUSRUDWLR QRUKRBIGXWLOL]HG FDSDFL
WK H PLOOLRQ UHYROY L QR LROBRH®QX WLRLI] HE \ FIDE® PLWO X R G H W& WBFIL O
$ OHWWHU RIPEOER® RV RXWVWDQGLQJ XQGHU WKAHPENBOYLQJ FUHGL

7KH IROORZLQJ WDEOH VXPPDUL]JHVY WKH &RUSRUDWLRQ V IXQGV IORZ |
I[UHH FDVK IORZ

PLOOLRQV

)XQGV IORZ IURP RSHUDWLQJ DFWLYLWLHV
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XQLWYV VXEMHFW WR
HTXLW\ SULFH ULVN PDQDJHPHQW
N

5HDOL]JHG HTXLW\ SULFH ULVN PDQDJHPHQW JDLQ
BHWWOHPHQW H[SHQVH
3D\PHQWYV RQ RQHURXV FRQWUDFW

$GMXVWHG IXQGV IORZ
&DSLWDO H[SHQGLWXUHV

JUHH FDVK IORZ

ODQDJHPHQW XWLOL]JHV IXQGV IORZ IURP RSHUDWLQJ DFWLYLWLHYVY DG
DQDO\]H RSHUDWLQJ SHUIRUPDQFH DQG FDVK IORZ JHQHUDWLQJ DELOL
IXQGV IORZ DQG IUHH FDVK IORZ LPSDFW WKH OHYHO DQG H[WHQW RI G|
UHWXUQLQJ FDSLWDO WR VKDUHKROGHUV %\ HIFOXGLQJ QRQ UHFXUULC
DFWLYLWLHY DQG DGMXVWHG IXQGV IORZ PHDVXUHVY SURYLGH PHDQLQ.
OLQN EHWZHHQ WKH &RUSRUDWLRQ V FDVK IORZVY DQG WKH RSHUDWLQ.
IORZ SURYLGHV D PHDQLQJIXO PHWULF WR DVVLVW PDQDJHPHQW DQG |
PHDVXUH RI ILQDQFLDO OLTXLGLW\ DQG WKH FDSDFLW\ RI WKH EXVLQH
)XQGV IORZ IURP RSHUDWLQJ DFWLYLWLHY DGMXVWHG IXQGV IORZ DQG
SURYLGHG E\' XVHG LQ RSHUDWLQJ DFWLYLWLHV

,Q WKH VHFRQG TXDUWHU RI DQ DGMXVWPHQW ZDV PDGH WR WKH S
IORZ ,Q $SULO WKH &RUSRUDWLRQ LVVXHG FDVK VHWWOHG UHVYV
LQFHQWLYH /7, SODQ ZKHQ WKH &RUSRUDWLRQ V VKDUH SULFH ZDV D
WKH LVVXDQFH WKH &RUSRUDWLRQ HQWHUHG LQWR HTXLW\ SULFH ULV
LQ WKH WKUHH \HDU SHULRG IROORZLQJ WKH LVVXDQFH HIIHFWLYHO\ I
DSSUHFLDWLRQ RYHU WKDW WLPH SHULRG 7KH VLJQLILFDQW LQFUHDVF
'"HFHPEHU UHVXOWHG LQ WKH UHFRJIJQLWLRQ RI D VLIJQLILFDQW F
ZKLFK ZDV SUHYLRXVO\ LQFOXGHG DV D FRPSRQHQW RI DGMXVWHG 1I1XQ



LPSDFW RI WKH FDVK VHWWOHG 568V ZDV KHGJHG WKURXJK WKH HT
LPSDFW RYHU WKH WHUP RI WKHVH 568V KDV EHHQ UHGXFHG

7KH &RUSRUDWLRQ V RSHUDWLQJ SHUIRUPDQFH DQG FDVK IORZ JHQHUD'
VHWWOHG 568V LVVXHG DQG WKH DVVRFLDWHG HTXLW\ SULFH ULVN PDC
LPSDFWV RI WKH FDVK VHWWOHG VWRFN EDVHG FRPSHQVDWLRQ DVVRFL
ULVN PDQDJHPHQW FRQWUDFWY KDYH EHHQ H[FOXGHG IURP $GMXVWHG
SUHVHQWHG KDYH EHHQ DGMXVWHG WR UHIOHFW WKLV FKDQJH LQ SUL
IROORZV

PLOOLRQV H[FHSW DV LQGLFDANHI|G 4 4 4 4 4 4 4
$GMXVWHG IXQGV IORZ DV SUHYLRXVO\ SUHVHQWHG
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XIQLWY VXEMHFW WR HTKLW\
SULFH ULVN PDQDJHPHQW

5HDOL]J]HG HTXLW\ SULFH ULVN PDPQDJIJHPHQW JDLQ
$GMXVWHG IXQGV IORZ FXUUHQW $UHVHQWDWLRQ

JUHH FDVK IORZ DV SUHYLRXVO\ SUHVHQWHG
$GMXVWPHQWYV

,PSDFW RI FDVK VHWWOHG 6%& XIQLWY VXEMHFW WR HTKLW\
SULFH ULVN PDQDJHPHQW

5HDOL]HG HTXLW\ SULFH ULVN PQDIJHPHQW JDLQ
JUHH FDVK IORZ FXUUHQW SUHVHQWDWLRQ

1HW GHEW DGMXVWHG IXQGV IORZ DQG IUHH FDVK IORZ DUH QRW VWDQ
WKH FDOFXODWLRQ RI VLPLODU PHDVXUHV E\ RWKHU FRPSDQLHV

&200,70(176 $1' &217,1*(1&,(6
D &RPPLWPHQWV
7KH &RUSRUDWLRQ!V FRPPLWPHQWY DUH HQIRUFHDEOH DQG OHJDOC

IXWXUH IRU JRRGVY DQG VHUYLFHVY 7KHVH LWHPV H[FOXGH DPRXQWYV
&RUSRUDWLRQ KDG WKH IROBIRAPEHBRPPLWPHQWY DV DW

7TKHUHDIWRARWDO

7UDQVSRUWDWIL'RQ DQG VWRUDJH
'"LOXHQW SXUFKDVHV

2WKHU RSHUDWLQJ FRPPLWPHQWYV
9DULDEOH RIILFH OHDVH FRVWYV
&DSLWDO FRPPLWPHQWYV
&RPPLWPHQWYV

L 7KLYV UHSUHVHQWYVY WUDQVSRUWDWLRQ DQG VWRUDJH FRPPLWPHQWYV I|U
7TUDQVSRUWDWLRQ 6HUYLFHYVY DJUHHPHQW DQJ UHJXODWRU\ DS S WRHDAV D Q
VHUYLFH ([FOXGHV ILQDQFH OHDVHV BPHRRKIQHWHGLRWHVKHD FRQVROLGDW H (

E &RQWLQJIJHQFLHYV

7KH &RUSRUDWLRQ LV LQYROYHG LQ YDULRXY OHJDO FODLPV DVVREF
&RUSRUDWLRQ EHOLHYHV WKDW DQ\ OLDELOLWLHVY WKDW PD\ DULVH
LPSDFW RQ LWV ILQDQFLDO SRVLWLRQ
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