—SURGE

ENERGY INC '"HFHPEHU

),1$1&,%/ $1' 23(5%7,1* 6800%5<
V HIFHSW SHU VKDUH DPRXQWYV

DQG

ODQDJHPHQW 'LVFXYV

7TKUHH ORQWKYV (QGHG<HDUV (QGHG 'HFHPEHU

"HF 6HS

&KDQJH

&KDQJH

JLODQFLDO KLJKOLJKWYV
2LO VDOHYV

1*/ VDOHV

1DWXUDO JDV VDOHV

7TRWDO RLO QDWXUDO JDV DQG 1*/ UHYHQXH

&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV
3HU VKDUH EDVLF

$GMXVWHG IXQGV IORZ

3HU VKDUH EDVLF

1HW ORVYV

3HU VKDUH EDVLF

7RWDO H[SORUDWLRQ DQG GHYHORSPHQW
H[SHQGLWXUHV

7TRWDO DFTXLVLWLRQV GLVSRVLWLRQV

7TRWDO FDSLWDO H[SHQGLWXUHV

I1IHW GHEMW RI SHULRG

2SHUDWLQJ KLIJKOLJKWYV
BURGXFWLRQ

2LO EEOV SHU GD\

1*/V EEOV SHU GD\
1IDWXUDO JDV PFI SHU GD\

7RWDO ERH SHU GD\

$YHUDJH UHDOL]HG SULFH H[FOXGLQJ
KHGJHV

2LO SHU EEO
1*/ SHU EEO
IDWXUDO JDV SHU PFI

IHWEDFN SHU ERH
SHWUROHXP DQG QDWXUDO JDV UHYHQXH

5HDOL]JHG JDLQ ORVV RQ FRPPRGLW\ DQG
) FRQWUDFWV

5R\DOWLHYV
1HW RSHUDWLQJ H[SHQVHYV
7UDQVSRUWDWLRQ H[SHQVHYV

2SHUDWLQJ QHWEDFN

*$ H[SHQVH
,(QWHUHVW H[SHQVH

$GMXVWHG IXQGV IORZ

&RPPRQ VKDUHV RXWVWDQGLQJ HQG R
SHULRG

HLJKWHG DYHUDJH EDVLF VKDUHYV
RXWVWDQGLQJ

HLJKWHG DYHUDJH GLOXWHG VKDUHYV
RXWVWDQGLQJ

7KLV LV D QRQ *$$3 ILQDQFLDO PHDVXUH ZKLFK LV GHILQHG LQ WKH 1RQ *$$3 )LQDQFLDO OHD
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7KLV ODQDJHPHQW!V 'LVFXVVLRQ DQG $QDO\WLV 0'$ Rl WKH FRQVROLGD
6XUJH (QHUJ\ ,QF #6XUJH$ RU WKH #&RPSDQ\$ ZKLFK LQFOXGHV LWV VXE\
PRQWKY DQG \HOFHWEHMIGH® QG )RU D IX0O0 XQGHUVWDQGLQJ RI WKH ILQD
RSHUDWLRQV Rl WKH &RPSDQ\ WKH 0'$ VKRXOG EH UHDG LQ FRQMXQFWL
KLVWRULFDO ILQDQFLDO VWDWHPHQWYVY 0'$ DQG WKH $QQXDO ,QIRUPDWI
ZZZ VHGDU FRP

6XUJH!V PDQDJHPHQW LV UHVSRQVLEOH IRU WKH LQWHJULW\ Rl WKH LQIRL
EHWZHHQ WKH 0' $ DQG ILQDQFLDO VWDWHPHQWY ,Q WKH SUHSDUDWLRQ R
PDNH D GHWHUPLQDWLRQ RI IXWXUH YDOXHV IRU FHUWDLQ DVVHWYVY DQG O
EDVHG RQ FDUHIXO MXGJPHQWY DQG KDYH EHHQ SURSHUO\ SUHVHQWHG 7K
DQG SURFHGXUHV HVWDEOLVKHG E\ PDQDJHPHQW DQG IDLUO\ UHIOHFW 6XL
ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK ,QW

,Q ODUFK WKH &29,' RXWEUHDN ZDV GHFODUHG D SDQGHPLF E\ WKH
FRPPRGLW\ SULFHV GHFOLQHG VLJQLILFDQWO\ GXH WR D FROODSVH LQ G
RYHUVXSSO\ RI RLO *RYHUQPHQWYV ZRUOGZLGH LQFOXGLQJ WKRVH LQ &DC
VSUHDG RI WKH YLUXV 7KHVH PHDVXUHV ZKLFK LQFOXGH WKH LPSOHPHQW
SK\WLFDO GLVWDQFLQJ KDYH FDXVHG PDWHULDO GLVUXSWLRQ WR EXVL
*RYHUQPHQWY DQG FHQWUDO EDQNV KDYH UHDFWHG ZLWK VLJQLILFDQW |
HFRQRPLF FRQGLWLRQV KRZHYHU WKH VXFFHVV Rl WKHVH LQWHUYHQWLR
HQYLURQPHQW PD\ KDYH VLJQLILFDQW DGYHUVH LPSDFWV RQ WKH &RPSDQ\

ODWHULDO GHFOLQHYV LQ UHYHQXH DQG FDVK IORZY DV D UHVXOW RI W
'"HFOLQHV LQ UHYHQXH DQG FDVK IORZY GXH WR D UHGXFHG FDSLWDO ¢
,QFUHDVHG LPSDLUPHQW FKDUJHV

,QDELOLW\ WR FRPSO\ ZLWK UHVWULFWLRQV LQ OHQGLQJ DIJUHHPHQWYV

,QFUHDVHG ULVN RI QRQ SHUIRUPDQFH E\ WKH &RPSDQ\!V FXVWRPHU
QRQSD\PHQW RI DFFRXQWY UHFHLYDEOH DQG FXVWRPHU GHIDXOWYV

( ,QFUHDVHG UHVWUXFWXULQJ FKDUJHV DV WKH &RPSDQ\ DOLJQV LWV \
DQG

( .1 WKH VLWXDWLRQ FRQWLQXHV IRU SURORQJHG SHULRGV LW FRXOG |
FRQFHUQ

7KH VLWXDWLRQ LV G\QDPLF DQG WKH XOWLPDWH GXUDWLRQ DQG PDJQLWX
WKH &RPSDQ\ LV QRW NQRZQ DW WKLV WLPH (VWLPDWHYVY DQG MXGJPHQW
ILQDQFLDO VWDWHPHQWY DUH LQFUHDVLQJO\ GLIILFXOW DQG VXEMHFW WR
SHULRG

$W WKH IRUZDUG SULFLQJ VFHQDULRYV H[SHULHQFHG LQ H[SORUDWLRQ
WKH VWDQGDUG UHVHUYH EDVHG OHQGLQJ #5%/$ VWUXFWXUHV 7KH )HGHL
DQG JDV LQGXVWU\ DQG DQQRXQFHG VXSSRUW SURJUDPV LQWHQGHG WR
DGPLQLVWHUHG WKURXJK WKH ([SRUW 'HYHORSPHQW %DQN RI &DQDGD #('
#%'&$ (‘& DQG %'& ZRUNHG GLUHFWO\ ZLWK WKH SULPDU\ EDQNLQJ LQV
FDSDFLW\ WR TXDOLI\LQJ RLO DQG JDV SURGXFHUV WKDW EDVHG RQ FHUWL

~ AN /N /N

RI WKH &29,' SDQGHPLF ,Q 1RYHPEHU RI WKH &RPSDQ\ PHW WKH F
SURJUDPV (‘& MRLQHG WKH &RPSDQ\ V VIQGLFDWHG 5%/ FUHGLW IDFLOLW\
VHFRQG OLHQ 7HUP IDFLOLW\ PDWXULQJ RQ 1RYHPEHU XQGHU WKH %

JLOQDQFLQJ 3URJUDP UHIHU WR QRWH 'HEW LQ WKH ILQDQFLDO VWDWHPH
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$V DW 'HFHPEHU WKH &RIPGOUDEDPB®Q D WRWDO FRPPLWPHQW RI
LWV VIQGLFDWHG 5%/ FUHGLW IDFLOLW\ 7KH IDFLOLW\ LV FRPSULVHG RI D
QRQ UHYROYLQJ WHUP FRPPLWPHQW DQG D PLOOLRQ RSHUDWLQJ OR
VWDWHPHQWY IRU DGGLWLRQDO LQIRUPDWLRQ 7KH UHYROYLQJ WHUP FR
ERUURZLQJ EDVH UHGHWHUPLQDWLRQ GDWH RI -XQH 7KH IXUWKHU
&RPSDQ\ V DELOLW\ WR UHSD\ RU H[WHQG WKH WHUP RI WKH PLOOLR

UHTXLUHV UHSD\PHQW RQODHFMHIREHHIOQW LV ZRUNLQJ ZLWK LWV VI\QGLFDWH
UHYROYLQJ WHUP FRPPLWPHQW DQG H[WHQG WKH PDWXULW\ GDWH RI WKH
UHVSHFW WKHUHWR 6KRXOG WKH &RPSDQ\ IDLO WR VHFXUH DQ H[WHQVLRQ
DIJUHHPHQW DQG WKH OHQGHU ZRXOG KDYH WKH ULJKW EXW QRW WKH REC(
FUHGLW IDFLOLW\ I WKH DPRXQW GUDZQ LV GHPDQGHG DQG QRW UHSDLG
GHIDXOW XQGHU WKH FUHGLW IDFLOLW\ ZRXOG DOVR FRQVWLWXWH D GHI
DOORZLQJ WKH KROGHUV WR GHPDQG UHSD\PHQW RI DPRXQWYV RXWVWDQGL

7KH &RPSDQ\ V DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ LV GHSHQGHQV
DW RU DERYH DPRXQWYV FXUUHQWO\ GUDZQ DQG LWV DELOLW\ WR UHQHZ WI
FDQ EH QR DVVXUDQFHV WKDW WKH IDFLOLW\ ZLOO EH UHQHZHG RU DGGLW
7KHVH PDWWHUV FDXVH PDWHULDO XQFHUWDLQW\ ZKLFK PD\ FDVW VLJQLILF
FRQFHUQ

6XEVHTXHQW WR 'HFHPEHU WKH &RPSDQ\ UHDFKHG DQ DJUHHPHQW L
UH GHWHUPLQH LWV ILUVW DQG VHFRQG OLHQ FUHGLW IDFLOLWLHV UHIHU
DGGLWLRQDO LQIRUPDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY GR QRW UHIOHFW DGMXVWP
ZHUH QRW DSSURSULDWH ,I WKH JRLQJ FRQFHUQ DVVXPSWLRQ ZHUH QRW
FDUU\LQJ YDOXH RI WKH &RPSDQ\V DVVHWV DQG OLDELOLWLHYVY WKH UH
FODVVLILFDWLRQV XVHG 7KHVH DGMXVWPHQWY FRXOG EH PDWHULDO

7TKH &RPSDQ\ KDV FRQVLGHUHG WKH LPSDFW RI WKH HYROYLQJ ZRUOGZL(C
DOWHUQDWLYH VRXUFHV RI HQHUJ\ WKDW DUH QRW VRXUFHG IURP IRVVLC
SURSHUWLHY 7KH PHDVXUHPHQW RI LPSDLUPHQW RQ WKH &RPSDQ\!V RLO I
UHVHUYHV WKH OLIH RI ZKLFK LV JHQHUDOO\ OHVV WKDQ \HDUV $W 'HFl
DPRXQW WR DFFRXQW IRU WKH ULVN RI WKH HYROYLQJ GHPDQG IRU HQHUJ\
DPRXQW LV EDVHG RQ DQ HVWLPDWHG SHULRG RI FDVK IORZV WKDW LQGLU
UDWH DSSOLHG LQ WKH LPSDLUPHQW WHVW LQFRUSRUDWHY WKH FXUUHQW
FXUUHQW PDUNHW WUHQGY DURXQG WKH HYROYLQJ GHPDQG IRU HQHUJ\ D
HQHUJ\ PDUNHWY FDQ WUDQVLWLRQ IURP FDUERQ EDVHG VRXUFHV WR DOW'

6XUJH!V %YRDUG RI 'LUHFWRUV DQG $XGLW &RPPLWWHH KDYH UHYLHZHG DQC
0' $ LV GDBHREK

'(6&5,37,21 2) %86,1(66

6XUJH LV D &DOJDU\ EDVHG FRPSDQ\ WKDW LV HQJDJHG LQ WKH H[SORUDYV
SURSHUWLHYVY LQ ZHVWHUQ &DQDGD 6XUJH V FRPPRQ VKDUHV DUH WUDGHG
6*<
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7TKUHH ORQWKYV (QGHG <HDUV (QGHG 'HF
V H[FHSW SHU VKDUMMPQG SHIHERH 'HF
&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV
3HU VKDUH EDVLF
3HU VKDUH GLOXWHG
SHU ERH

$GMXVWHG IXQGV IORZ

3HU VKDUH EDVLF

3HU VKDUH GLOXWHG
SHU ERH

&DVK IORZ IURP RSHUDWLRXUWMWKWIXIDWWSHN UR D VeMRIHFAHIQW) FRPSDUHG WR WP
TXDUWHU RIGHF UMHDPGEHE FAKHDY FRPSDUHG WR WKH IRXUWK TXDUWHU RI A
IORZ IURP RSHUD®WHRUHDAAHEY EMRIFMBWMDOUHG WR WKH WKLUGHFXBDDWIHURHQW
FRPSDUHG WR WKH IRXUWK TXDUWHU RI &DVK IORZ'HEFRIPERHSHUDWLQJ
GHFUHDWHGE FAKHQ FRPSDUHG WR WKH VDPH SGFHHAURHKED B H @&/ KEHQSW ISRHW \EHDWL b ¥
EDVLV

$GMXVWHG IXQARXOWXK IMRAD WKHHFUU HD SHE FAKH)Y FRPSDUHG WR WKH WKLUG T
GHFUHDVAIHUFHIQWWQ FRPSDUHG WR WKH IRXUWK TXDUWHU RI 2Q D SHU
GHFUHDVOHU FHKHW FRPSDUHG WR WKH WKGHBUHRDDANLHHRPRNS DUHIQ R WKH |
TXDUWHU RI $GMXVWHG IXQGMWHOREHAUR W MWHKWHH CHEHE ARG FRPSDUHG WR
VDPH SHULRG RI WIGHHBUHBRSHE ERHQDBD S HU EDVLF VKDUH EDVLV

&DVK IORZ IURP RSHUDWLQJ DFWLYLWRKWV WK GROICUGKNAW HIDK/HX® & R PIDRIZHIG W R
LPPHGLDWH SUHFHGLQJ TXDUWHU SULPDULO\ GXH WR WKH LQFUHDVH LQ UFt
H[SHQVHV SDUWLDOO\ RIIVHW ZLWK WKH LQFUHDVH LQ SHWUROHXP DQG QLU
DFWLYLWLHY DQG DGMXVWHG IXQGV |10RZHIFRHP BHKH WKKHH FIRPPGWD KW D @GR WM E
SHULRGV RI WKH SULRU \HDU LV SULPDULO\ D UHVXOW Rl D GHFUHDVH LQ
H[SHQVH

6HH WKH IROORZLQJ 2SHUDWLRQV VHFWLRQ IRU DGGLWLRQDO LQIRUPDWL
&RPSDQ\ IRU WKH WKUHH PRIGWREHQGDBOGWHRGHIH 1RQ *$$3 )LQDQFLDO O
WKLV 0' $ IRU IXUWKHU LQIRUPDWLRQ UHJDUGLQJ DGMXVWHG IXQGV IORZ

3(5$7,216

ULOOLQJ  4x XFEHVV.RUNLOJ
*URVV _1HW UDW LAV U F v W

4

4

4

4

7RWDO

(HHFWLYH ODUFK WKH &RPSDQ\ VXVSHQGHG DOO PDMRU FDSLWDO H[SHC

DQG ILQDQFLDO IOH[LELOLW\ IRU WKH EDODQFH RI $V VXFK QR ZHOOV 7
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6XUJH DFKLHYHG D SHUFHQW VXFFHVV UDWH GXULQJ WKH \HDU HQGHG
'XULQJ WKH IRXUWK TXDUWHU RI 6XUJH GULOOHG  JURVYV QHW ZHC

7KUHH ORQWKYV (QGHG <HDUV (QGHG 'HF
"HF 6HS "HF

2LO EEOV SHU GD\
1*/ EEOV SHU GD\
2LO DQG 1*/ EEOV SHU GD\
1DWXUDO JDV PFI SHU GD\
7TRWDO ERH SHU GD\

2LO DQG 1*/

6XUJH DYHUDJHG SURBRHWIHRQ GAIRXUQV W RRIDUWHIHUFHQW RLOWIX®GS HU V¥ H QD
LQFUWBRYBDUHG WR WKH DYHUDJH SURGXFWLRQ USMUHSHFWHONY B/ KM KUHG DINXHDUD
SURGXFWLRQ UDWH LQ WKH IRXUWK TXDUWHU RI 7KH LQFUHDVH LQ SUR
WKH WKLUG TXDUWHU RI LV SULPDULO\ GXH WR WKH &RPSDQ\ V VXFFHVV

'XULQJ WKH \HDU HQGHG 'HFHPEHU 6 X LEJRHH DFHKU FeHWGE FBQW GRAFOVD R Q R
SHUFHMW ZBEWY FRPSDUHG WR WKH VDPH SHULRG RI

7KH GHFUHDVH LQ SURGXFWLRQ IRU WKH WKUHH PRQWKY DQG \HDU HQGHG
WKH SULRU \HDU LV SULPDULO\ WKH UHVXOW RI WHPSRUDU\ SURGXFWLRQ
RITVHWWLQJ SURGXFWLRQ DGGLWLRQV IURP WKH &RPSDQ\ V GULOOLQJ

ERH SHU GD\ RI SURGXFWLRQ UHVXOWLQJ IURP WKH GLVSRVLWLRQ RI QF
GXULQJ WKH \HDU HQGHG 'HFHPEHU
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7TKUHH ORQWKYVY (QGHG
V HIFHSW SHU DPRX®W 6HS 'HF

<HDUV (QGHG 'HF

2LO
1*/

2LO DQG 1*/
1DWXUDO JDV

7TRWDO SHWUROHXP DQG QDWXUDO JDV
UHYHQXH

2LO SHU EEO
1*/ SHU EEO

2LO DQG 1*/ SHU EEO
1DWXUDO JDV SHU PFI

7RWDO SHWUROHXP DQG QDWXUDO JDV
UHYHQXH EHIRUH UHDOL]HG
FRPPRGLW\ DQG ); FRQWUDFWV  SHU
ERH

7, 86 SHU EEO

&$' 86' HIFKDQJH UDWH

7, & SHU EEO

(GPRQWRQ /LJKW 6ZHHW & SHU EEO
&6 & SHU EEO

$(&2 'DLON ,QGH[ & SHU PFI

7RWDO SHWUROHXP DQG QDWRXWINK JBID U WHRMDHKIHYV $REW AHIQW DV FRPSDUHG W
TXDUWHU RI 7KH LQFUHDWZAR LSHIS@EHEMD VS RGO WRRM DQG DQ LQFUHDVH
DQG QDWXUDO JDV SULFHV GXULQJ WKHIBXKUH RGOFWHD LD FPHPOPEH RRO SHQB |

SHUFHQMUHDVH LQ $(&2 QDWXUDO JDV SULFLQJ

7TRWDO SHWUROHXP DQG QDWXUDO JDV UHYHQXH IRU W KGH AWKHD\BHHBR-GIV@ MWV

DQG SHUFHQW ZKHQ FRPSDUHG WR WKH VDPH SHULRGV RI

7TKH GHFUH

UHDOL]HG RLO SULFHV FRUUHODWLQJ WR D GHFUHDVH LQ FUXGH RLO EHQF

SHULRGYV
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7KUHH ORQWKV (QGHG <HDUV (QGHG 'HF
V H[FHSW SHU ERHHF 6HS "HF
S5R\DOWLHV

RI SHWUROHXP DQG QDWXUDO JDV
UHYHQXH

SHU ERH

$v UR\DOWLHV DUH VHQVLWLYH WR ERWK FRPPRGLW\ SULFHVY DQG SURGXF
FRPPRGLW\ SULFHV ZHOO SURGXFWLRQ UDWHV SURGXFWLRQ GHFOLQH RI |
QHZ ZHOOV GULOOHG

5R\ADOWLHY DV D SHUFHQWDJH Rl UHYHQXH IRU WKH IRXUWK TXDUWHU RI

5R\ADOWLHY DV D SHUFHQWDJH RI UHYHQXH IRU WKH WKUHH PRQWKY DQG \}
WKH VDPH SHULRGV RI WKH SULRU \HDU SULPDULO\ DV D UHVXOW RI ORZHU

1(7 23(5%$7,1* (;3(16(6

7KUHH ORQWKV (QGHG <HDUV (QGHG 'HF
V H[EFHSW SHU ERHHF 6HS 'HF
2SHUDWLQJ H[SHQVHYV
/JHVV SURFHVVLQJ LQFRPH
1HW RSHUDWLQJ H[SHQVHYV
SHU ERH

1HW RSHUDWLQJ H[SHQVHV SHU ERH DQG WRWDO QHWLREFHUDKHIQ F RIPSBDQWIE
WR WKH LPPHGLDWH SUHFHGLQJ TXDUWHU SULPDULO\ DWWULEXWDEOH WR I
XQWLO FUXGH RLO SULFH VWDELOL]DWLRQ EHJDQ LQ WKH IRXUWK TXDUWHU

1HW RSHUDWLQJ H[SHQVHV SHU ERH IRU WKH WKUHH PRQWKY DQG \HDU HC
VDPH SHULRG RI WKH SULRU \HDU SULPDULO\ GXH WR D SHUFHQW GHFUHI
ORZ RSHUDWLQJ FRVW DUHDV GXULQJ WKH \HDU IROORZLQJ WKH VXVSHQVLF

75$163257$7,21 (;3(16(6

7TKUHH ORQWKY (QGHG <HDUV (QGHG 'HF
V HIFHSW SHU ERHHF 6HS 'HF
7TUDQVSRUWDWLRQ H[SHQVHV
SHU ERH

TUDQVSRUWDWLRQ H[S HRHW KS TRYD UBHHAUR H DWW FAHKCH)Y FRPSDUHG WR WKH W
R SULPDULO\ GXH WR WKH WHUPLQDWLRQ RI D ILUP WUDQVSRUW FRPPL\

TUDQVSRUWDWLRQ H[SHQVHV SHU ERH IRU WKH WKUHH PRQWKY DQG \HDU
VDPH SHULRG RI WKH SULRU \HDU DV D UHVXOW RI WKH &RPSDQ\ V FRQWL
SLSHOLQH LQIUDVWUXFWXUH LQ DGGLWLRQ WR WKH WHUPLQDWLRQ RI D ILU
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7KUHH ORQWKV (QGHG <HDUV (QGHG 'HF
V H[FHSW SHU ERHHF 6HS 'HF
*$ H[SHQVHYV
YHULHY DQG FDSLWDOL]JHG

* $ H[SHQVHYV

5HFR
DPRXQWYV
THW

1HW * $ H[SHQVHV SHU ERH

IHW * $ H[SHQVHV SIHRXEWRK TRID WBKHLU HWBKBIGH SAKHM@WPSDUHG WR WKH WK
7KH GHFUHDVH LQ QHW * $ SHU ERH LV SULPDULO\ DWWULEXWDEOH WR
LQFUHDVHG FDSLWDO DFWLYLW\ LQ FRPELQDWLRQ ZLWK KLIJKHU SURGXFWLF

1HW * $ H[SHQVHYVY SHU ERH IRU WKH WKUHH PR QWKW DIV B B GHApRRMIE VHHFCH
WKUHH SHUBHNBEWWLYHO\ ZKHQ FRPSDUHG WR WKH VDPH SHULRGV RI WKH SL

7TRWDO QHW * $ H[SHQVHYVY GHFUHDVHG DV FRPSDUHG WR WKH WKUHH PRQW!|

UHFHLSW RI PLOOLRQ IURP WKH &DQDGD (PHUJHQF\ :DJH 6XEVLG\ &(:6
UHFRUGHG WR VDODULHY DQG ZDJHV H[SHQVH DQG WKH UHFHLSW RI PL(
LQ WKH IRXUWK TXDUWHU RI WKDW ZDV UHFRUGHG WR UHQW H[SHQVH

75$16%$&7,21 $1' 27+(5 &2676

7KUHH ORQWKY (QGHG <HDUV (QGHG 'HF

V H[FHSW SHU ERHHF 6HS 'HF
7UDQVDFWLRQ DQG RWKHU FRVWYV
SHU ERH

7KH &RPSDQ\ GLG QRW LQFXU DQ\ WUDQVDFWLRQ DQG RWKHU FRVWY GXULQ

7TUDQVDFWLRQ DQG RWKHU FRVWY GXULQJ WKH WKUHH PRQWKY DQG \HDU
DFTXLVLWLRQ LQ 6RXWKHDVW $OEHUWD GXULQJ WKH WKLUG TXDUWHU RI

WKH ILUVW TXDUWHU RI DQG D GLVSRVDO RI D SHUFHQW JURVYV RYHU
R LQ DGGLWLRQ WR VHYHUDQFH FRVWYV 'XULQJ WKH IRXUWK TXDUWH
REOLJDWLRQ WKDW UHVXOWHG LQ D PLOOLRQ JDLQ UHFRJQL]JHG LQ WUD
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),1$1&( (;3(16(6

7KUHH ORQWKY (QGHG <HDUV (QGHG 'HF

V H[FHSW SHU ERH 'HF 6HS "HF
,QWHUHVW RQ EDQN GHEW
SHU ERH
,QWHUHVW RQ FRQYHUWLEOH GHEHQWXUHYV
SHU ERH

,QWHUHVW RQ OHDVH DQG RWKHU
REOLJDWLRQV

SHU ERH

5HDOL]HG ORVV RQ LQWHUHVW FRQWUDFWYV
SHU ERH

7TRWDO LQWHUHVW H[SHQVH

SHU ERH

$FFUHWLRQ H[SHQVH

SHU ERH

8QUHDOL]J]HG ORVYV JDLQ RQ LOQWHUHVW
FRQWUDFWYV

SHU ERH

3DLG LQ NLQG LQWHUHVW RQ WHUP GHEW
SHU ERH

7RWDO ILQDQFH H[SHQVH

SHU ERH

7TRWDO LQWHUHVWRKUSHKQ VTRID BW BOQMFWWHDVHG ZKHQ FRPSDUHG WR WKH LPPH
VDPH SHULRG RI SULPDULO\ GXH WR KLJKHU DYHUDJH LQWHUHVW UDW
FRQWUDFWY GXULQJ WKH SHULRGYV

7KH LQFUHDVH LQ LQWHUHVW H[SHQVH IRU WKH \HDU HQGHG 'HFHPEHU
DQ LQFUHDVH LQ UHDOL]HG ORVV RQ LQWHUHVW FRQWUDFWV LQWHUHVW
REOLJDWLRQV RIIVHW E\ ORZHU DYHUDJH EDQN GHEW GXULQJ WKH SHULRG

7TRWDO ILQDQFH H[SHQVH LQFOXGHV DFFUHWLRQ UHSUHVHQWLQJ WKH FKD
FRQYHUWLEOH GHEHQWXUHY DV ZHOO DV XQUHDOL]HG JDLQV DQG ORVVHYV
WHUP GHEW $FFUHWUR® UMW BHRXOH WRADWKHRPSDUDEOH WR WKH WKLUG TXD
HI[SHQVH IRU WKH WKUHH PRQWKY DQG \HDU HQGHG 'HFHPEHU GHFU
SULPDULO\ GXH WR D UHGXFWLRQ LQ WKH GLVFRXQW UDWH GXULQJ WKH SH
WKUHH PRQWKY HQGHG 'HFHPEHU LQFUHDVHG FRPSDUHG WR WKH LF
IORDWLQJ LQWHUHVW UDWHY DQG WKHS@HRD @I & XDORVW HRI) XI'& CROYQHRL VK H CE
\HDU HQGHG 'HFHPEHU LQFUHDVHG ZKHQ FRPSDUHG WR WKH VDPH S
KHGJHG LQ FRPELQDWLRQ ZLWK D GHFUHDVH LQ IORDWLQJ LQWHUHVW UDW



'"HFHPEHU DQG ODQDIJHPHQW 'LVFXYV

1(7%$&.6

7TKUHH ORQWKY (QGHG <HDUV (QGHG 'HF
SHU ERH H[FHSW SUHRFKG XFWLFR®S 'HF
$YHUDJH SURGXFWLRQ ERH SHU GD\
SHWUROHXP DQG QDWXUDO JDV UHYHQXH

5HDOL]HG JDLQ ORVV RQ FRPPRGLW\
DQG ); FRQWUDFWYV

5R\DOWLHYV

1HW RSHUDWLQJ H[SHQVHYV
7UDQVSRUWDWLRQ H[SHQVHYV
2SHUDWLQJ QHWEDEN

*$ H[SHQVH

,QWHUHVW H[SHQVH
$GMXVWHG IXQGV IORZ

30HDVH UHIHU WR WKH UHVSHFWLYH VHFWLRQV RI WKH 0' $ IRU D GHWDLOF
WR SULRU SHULRGV

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

7KUHH ORQWKYV (QGHG <HDUV (QGHG 'HF
V HIFHSW SHU ERHHF 6HS 'HF
6WRFN EDVHG FRPSHQVDWLRQ

&DSLWDOL]HG VWRFN EDVHG
FRPSHQVDWLRQ

1HW VWRFN EDVHG FRPSHQVDWLRQ

1HW VWRFN EDVHG FRPSHQVDWLRQ
SHU ERH

1HW VWRFN EDVHG FRPSHQRXWWKQTH S HQEFHFIRWDWHKE DV FRPSDUHG WR WKFE
TXDUWHU DQG WR WKH WKUHH PRQWKY DQG \HDU HQGHG 'HFHPEHU

SULPDULO\ WKH UHVXOW RI DQ LQFUHDVH RI IRUIHLWHG DZDUGV GXULQJ
UHFRUGHG IRU WKH FXUUHQW TXDUWHU DV WKH FDSLWDO SURJUDP UHVXPH

7KH VWRFN EDVHG FRPSHQVDWLRQ UHFRUGHG LQ WKH \HDU HQGHG 'HFHPE
56V DQG SHUIRUPDQFH VKDUH DZDUGV 36%V JUDQWV 6XEMHFW WR W
KROGHU WR DQ DZDUG YDOXH QRW OLPLWHG WR EXW W\SLFDOO\ SDLG DV W
RI WKH GDWH RI JUDQW (DFK 36%$ HQWLWOHV WKH KROGHU WR DQ DZDUG YI
RI JuUDQW )RU WKH SXUSRVH RI FDOFXODWLQJ VKDUH EDVHG FRPSHQVDWLR
GDWH XVLQJ WKH FORVLQJ SULFH RI WKH FRPPRQ VKDUHV $ ZHLJKWHG DY
IRU 56V ZDV XVHG WR YDOXH DOO'BEBBRBNUJU D/KW HGH LB KWWHKCGH DB U |
YDOXH RI DZDUGYV JUDQWHBHIRAHWKHMYHDU HQGHG SHU 36% DQG
56 ,Q WKH FDVH RI 368V WKH DZDUG YDOXH LV DGMXVWHG IRU D SD\RX
GHSHQGHQW RQ WKH SHUIRUPDQFH RI WKH &RPSDQ\ UHODWLYH WR SUH GH
SHULRG



'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

7KH QXPEHU RI UHVWULFWHG DQG SHUIRUPDQFH VKDUH DZDUGV RXWVWDQG

IXPEHU RI UHVWXREWWH®! SHUIRUPDQ
VKDUH DZDUGY VKDUH DZDUGYV

%DODQFH DW '"HFHPEHU
*UDQWHG

SHLQYHVWHG
([HUFLVHG

JRUIHLWHG

%DODQFH DW '"HFHPEHU

3HU WKH WHUPV RI WKH SODQ FDVK GLYLGHQGV SDLG E\ WKH &RPSDQ\ DUH UHLQYHVWHG WR

"(3/(7,21 $1' '(35(&,$7,21

7TKUHH ORQWKY (QGHG <HDUV (QGHG 'HF

V H[FHSW SHU ERH'HF 6HS "HF
'"HSOHWLRQ DQG GHSUHFLDWLRQ H[SHQVH
SHU ERH

'"HSOHWLRQ DQG GHSUHFLDWLRQ DUH FDOFXODWHG EDVHG RQ WRWDO FDS
SURGXFWLRQ UDWHY DQG SURYHG DQG SUREDEOH RLO DQG JDV UHVHUYH)
GHSOHWLRQ DQG GHSUHFLDWLRQ FDOFXODWLRQ DUH FRVWY DVVRFLDWHG .
IRU SURYHG DQG SUREDEOH RLO DQG JDV UHVHUYHV RI PLOOLRQ KDYH

'"HSOHWLRQ DQG GHSUHFLDWLRQ H[SHQVH IRU WKH WKUHH PRQWKY HQGHG *

SUHFHGLQJ TXDUWHU GXH WR D GHFUHDVH LQ GHSOHWDEOH UHVHUYHV D

FRPSDUHG WR WKH VDPH SHULRG RI SULPDULO\ GXH WR D UHGXFWLRQ F
DQG IRXUWK TXDUWHU RI LPSDLUPHQW FKDUJH



'"HFHPEHU DQG ODQDIJHPHQW 'LVFXYV

,03%$,50(17
7KUHH ORQWKY (QGHG <HDUV (QGHG 'HF
V H[FHSW SHU ERHHF 6HS 'HF
PSDLUPHQW
SHU ERH

7KH &RPSDQ\ LGHQWLILHG VL[ FDVK JHQHUDWLQJ XQLWV DV RI '"HFHPEHU
JHQHUDWH FDVK LQIORZV ZKLOH DSSO\LQJ MXGJPHQW WR FRQVLGHU IDFW
SHWUROHXP W\SH DQG VLPLODU H[SRVXUHVY WR PDUNHW ULVN DQG PDWHULL

XQFKDQJHG IURP '"HFHPEHU ZHUH JHRJUDSKLFDOO\ ODEHOHG 1RUW!I
$OEHUWD &HQWUDO $OEHUWD 6RXWKHDVW $OEHUWD DQG 6RXWKZHVW 6DV
JRU WKH \HDU HQGHG 'HFHPEHU WKH &RPSDQ\ UHPRO@UIRG DRDIUP HE
'"HFHPEHU PLOOLRQ FRQVLVWLQJ RI PLOOLRQ IRU WKH WK

GHFOLQHV LQ IRUHFDVWHG RLO DQG QDWXUDO JDV FRPPRGLW\ SULFHV DQ(
GXH WR HFRQRPLF SHUIRUPDQFH RI FHUWDLQ DVVHWYV

JRU WKH SHULRG HQGHG 'HFHPEHU GXH WR SRRU HFRQRPLF SHUIRUP
LQ FDVK IORZV IURP SURYHG DQG SUREDEOH RLO DQG JDV UHVHUYHV WKH
ZDV SUHVHQW LQ LWV 6RXWKZHVW 6DVNDWFKHZDQ &*8 $V D UHVXOW WKHF
YDOXH ZzDV HVWLPDWHG DW YDOXH LQ XVH EDVHG RQ EHIRUH WD[ GLVFRX

UHVHUYHYVY DV DW '"HFHPEHU W ZDV GHWHUPLQHG WKDW WKH FDUU\LC
WKH UHFRYHUDEOH DPRXQW RI PLOOLRQ DQG D PLOOLRQ LPSDLUP
UDWH DSSOLHG LQ WKH YDOXH LQ XVH FDOFXODWLRQ DV DW '"HFHPEHU

JRU WKH SHULRG HQGHG 'HFHPEHU WKH &RPSDQ\ LGHQWLILHG D WUL.,

LWV 1RUWKHDVW $OEHUWD DQG 6RXWKHDVW $OEHUWD &*8 V $V D UHVXOW
GHWHUPLQHG WKDW WKH IDLU YDOXHY DSSUR[LPDWHG WKH FDUU\LQJ YDOX
QR UHYHUVDO RI KLVWRULFDO LPSDLUPHQW ZDV UHFRUGHG 7KH &RPSDQ\
LPSDLUPHQW RU KLVWRULFDO LPSDLUPHQW UHYHUVDO DW 'HFHPEHU
&HQWUDO $OEHUWD &*8V DQG QR LPSDLUPHQW WHVWYVY ZHUH UHTXLUHG

JRU WKH SHULRG HQGHG ODUFK GXH WR GHFOLQHV LQ IRUHFDVWHG
LGHQWLILHG DQ LQGLFDWRU RI LPSDLUPHQW ZDV SUHVHQW LQ DOO RI LWV
WHVW S5HFRYHUDEOH YDOXH ZDV HVWLPDWHG DW YDOXH LQ XVH EDVHG RQ
DQG SUREDEOH RLO DQG JDV UHVHUYHV DV DW 'HFHPEHU ZKLFK ZH
ODUFK W zZDV GHWHUPLQHG WKDW WKH FDUU\LQJ YDOXH RI WKH 1RU\
R PL/&EHRRDUU\LQJ YDOXH RI WKH 1RUWK &HQWUDO $OEHUWD &*8 H[F}
WKH FDUU\LQJ YDOXH RI WKH 1RUWKHDVW $OEHUWD &*8 H[FHHGHG WKH UH
WKH &8HQWUDO $OEHUWD &*8 H[FHHGHG WKH UHFRYHUDEOH DPRXQW RI F
HI[FHHGHG WKH UHFRYHUDEOH DPRXQW RI PLOOLRQ DQG WKH FDUU\LQ
WKH UHFRYHUDEOH DPRXQW RI PLOOLRQ DQG D PLOOLRQ LPSDLUP
UDWH DSSOLHG LQ WKH YDOXH LQ XVH FDOFXODWLRQ DV DW ODUFK ZL

1(7 /1266

7TKUHH ORQWKY (QGHG <HDUV (QGHG 'HF
V HIFHSW SHU VKDUI# 6HS 'HF
1HW ORVYV
3HU VKDUH EDVLF
3HU VKDUH GLOXWHG




'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

7KH &RPSDQ\ UHDOL]J]HG QHW ORVV DQG QHW ORVV SHU EDVLF VKDUH IRU W|
WR WKH LPPHGLDWH SUHFHGLQJ TXDUWHU LV SULPDULO\ GXH WR WKH UHF

7KH &RPSDQ\ UHDOL]J]HG D KLJKHU QHW ORVVY DQG QHW ORVV SHU EDVLF VKL
WKH VDPH SHULRG RI 7KH ORVV LV SULPDULO\ GXH WR WKH UHFRJQL\
ILQDQFLDO FRQWUDFWYV DORQJ ZLWK D GHFUHDVH LQ DYHUDJH UHDOL]HG S
,1&20( 7$;(6

7KH HVYWLPDWHG WD[ SRROV LQ SODFH DW '"HFHPEHU DUH DV IROORZV

v 7RWDO
&DQDGLDQ RLO DQG JDV SURSHUW\ H[SHQVHYV
&DQDGLDQ GHYHORSPHQW H[SHQVHYV
&DQDGLDQ H[SORUDWLRQ H[SHQVHYV
8QGHSUHFLDWHG FDSLWDO FRVW
1RQ FDSLWDO ORVVHYV
2WKHU

&$3,7$/ (;3(1',785(6

V 4 4 4 4 <7' <7' &KDQJH
/IDQG
6HLVPLF
'ULOOLQJ DQG FRPSOHWLRQV
J)DFLOLWLHY HTXLSPHQW DQG SLSHOLQHV
2WKHU
7RWDO H[SORUDWLRQ DQG GHYHORSPHQW
$FTXLVLWLRQV FDVK FRQVLGHUDWLRQ
3URSHUW\ GLVSRVLWLRQV
7RWDO DFTXLVLWLRQV GLVSRVLWLRQV
7RWDO FDSLWDO H[SHQGLWXUHYV

'XULQJ WKH WKUHH PRQWKY DQG \HDU HQGHG 'HFHPEHU 6XUJH LQY
HIFOXGLQJ DFTXLVLWLRQV DQG GLVSRVLWLRQV

'XULQJ WKH IRXUWK TXDUWHU RI 6XUJH LQYHVWHG PLOOLRQ RQ WK
IDFLOLW\ PDLQWHQDQFH DQG SLSHOLQH WLH LQ DW 6SDUN\ DQG PLOOL|
DW 9DOKDOOD DQG 6KDXQDYRQ $Q DGGLWLRQDO PLOOLRQ ZDV VSHQW R
'XULQJ WKH \HDU HQGHG 'HFHPEHU WKH &RPSDQ\ GLVSRVHG RI FHU)

SURFHHGV RI PLOOLRQ DQG GLVSRVHG RI FHUWDLQ QRQ FRUH DVVHWYV L



'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

'XH WR WKH &29,' RXWEUHDN DQG GHFUHDVHY LQ JOREDO FRPPRGLW\ SUL|

JXLGDQFH DQG FDSLWDO SURJUDP RI PLOOLRQ ,Q 1RYHPEHU 6 X1
PLOOLRQ 7HUP )DFLOLW\ XQGHU WKH %'& V %&%$3 OLG ODUNHW )LQDQFLQJ 3U
WR QHDU SUH &29,' OHYHOV

)$&7256 7+$7 +$9( &$86(' 9$5,$7,216 29(5 7+( 48$57(56

7TKH IOXFWXDWLRQV LQ 6XUJH!V UHYHQXH DQG QHW HDUQLQJV IURP TXDUWF
YROXPHVY FKDQJHV LQ UHDOL]HG FRPPRGLW\ SULFHVY DQG WKH UHODWHG LI
RQ GHULYDWLYH LQVWUXPHQWY DQG FKDQJHV LQ LPSDLUPHQW FKDUJHV D(
TXDUWHU RI WKURXJK WKH FXUUHQW TXDUWHU LV GXH WR 6XUJH!V GUL
SHULRG 3OHDVH UHIHU WR WKH )LQDQFLDO DQG 2SHUDWLQJ 5HVXOWYV VHF\
RQ YDULDWLRQV GXULQJ WKH FRPSDUDWLYH TXDUWHUV DQG WR 6XUJH!V S
SULRU TXDUWHUV

"HLIKWHG FRPPRQ VKDUHYV
'"LOXWLYH LQVWUXPHQWY WUHDVXU\ PHWKRG

"HLIKWHG DYHUDJH GLOXWHG VKDUHV RXWVWDQGLQJ

4 4 4 4

"HLIKWHG FRPPRQ VKDUHYV
'LOXWLYH LQVWUXPHQWY WUHDVXU\ PHWKRG

"HLIKWHG DYHUDJH GLOXWHG VKDUHV RXWVWDQGLQJ

2QDUFK 6XUJH KDG FRPPRQ VKDUHYV 363V DQG 56



'"HFHPEHU DQG

ODQDJHPHQW 'LVFXYV

4 4
2LO 1DWXUDO JDV 1*/ VDOHV
1HW ORVYV
1HW ORVYV SHU VKDUH
%DVLF
'LOXWHG

&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV
&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV SHU VKDUH
%DVLF

'LOXWHG

$GMXVWHG IXQGV IORZ

$GMXVWHG IXQGV IORZ SHU VKDUH
%DVLF

'LOXWHG

$YHUDJH GDLO\ VDOHYV

2LO EEOV G

1*/ EEOV G

1DWXUDO JDV PFI G

%DUUHOV RI RLO HTXLYDOHQW ERH SHU GD\

$YHUDJH VDOHV SULFH
1DWXUDO JDV PFI
2LO EEO

1*/ EEO

%DUUHOV RI RLO HTXLYDOHQW ERH




'"HFHPEHU DQG

ODQDJHPHQW 'LVFXYV

4 4
2LO 1DWXUDO JDV 1*/ VDOHV
1HW ORVYV
1HW ORVYV SHU VKDUH
%DVLF
'LOXWHG

&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV
&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV SHU VKDUH
%DVLF

'LOXWHG

$GMXVWHG IXQGV IORZ

$GMXVWHG IXQGV IORZ SHU VKDUH
%DVLF

'LOXWHG

$YHUDJH GDLO\ VDOHYV

2LO EEOV G

1*/ EEOV G

1DWXUDO JDV PFI G

%DUUHOV RI RLO HTXLYDOHQW ERH SHU GD\

$YHUDJH VDOHV SULFH
1DWXUDO JDV PFI
2LO EEO

1*/ EEO

%DUUHOV RI RLO HTXLYDOHQW ERH




'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

<HDUV (QGHG 'HFHPEHU
V H[FHSW SHU VKDUH

7TRWDO SHWUROHXP DQG QDWXUDO JDV UHYHQXH
1HW ORVYV

1HW ORVYV SHU VKDUH

%DVLF

'LOXWHG

7TRWDO DVVHWYV

7TRWDO ORQJ WHUP ILQDQFLDO OLDELOLWLHV
'LYLGHQGY GHFODUHG

'LYLGHQGY GHFODUHG SHU VKDUH

%DVLF

'LOXWHG

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

2QHFHPEHU 6XUJH KD&PLOGURZQ RQ LWV FUHGLW IDFLOLW\ PLOOLRQ
PLOOLRQ SULQFLSDO DPRXQW RI FRQYHUWLEOH VXERUGLQDWHG XQVHFXUH
PLOODRRRPSDUDEOH WRWDO QHW GHEWPRWRBWKH VBRHJIJEDRDHG ISSUR[EWD W
PLOORIRRRUURZLQJ FDSDFLW\ IRQ QUGIIOB®W/ILWQADFROLWH 7KH IROORZLQJ WDEO
FDSLWDOL]DWLRQ RI 6XUJH DQG WKH FKDQJH LQ WKH FRPSRQHQWYV RI WKH '

2XWVWDQGLQJ DV D
v '"HFHPEHU
6KDUHKROGHU (TXLW\

6KDUH FDSLWDO

&RPPRQ VKDUHV RXWVWDQGLQJ

'"HEHQWXUHYV HTXLW\

'"HEW

&UHGLW )DFLOLWLHV
7RWDO &RPPLWPHQW
$PRXQW GUDZQ

7HUP )DFLOLW\

7RWDO &RPPLWPHQW
$PRXQW GUDZQ
'"HEHQWXUHV OLDELOLW\




'"HFHPEHU DQG ODQDIJHPHQW 'LVFXYV

1XP HU RI FRQYH[LENLIOEL(WH &RPS[R(QMQV&RPSRQHQW
HEHQWXUHYV

%DODQFH DW '"HFHPEHU

,VVXDQFH RI FRQYHUWLEOH GHEHQWXUHYV
,ZVVXH FRVWYV

'"HIHUUHG LQFRPH WD[ OLDELOLW\
$FFUHWLRQ RI GLVFRXQW

%»DODQFH DW '"HFHPEHU

$FFUHWLRQ RI GLVFRXQW

%DODQFH DW '"HFHPEHU

6XUJH PRQLWRUV LWV FDSLWDO VWUXFWXUH DQG PDNHV DGMXVWPHQWYV
REMHFWLYHYV &XUUHQWO\ 6XUJH DQWLFLSDWHY WKDW WKH IXWXUH FDSL
LQWHUQDO FDVK IORZ GLYHVWLWXUHVY DQG GHEW DQG RU HTXLW\ ILQDQFL
HIWHQGHG RU WKDW DOWHUQDWLYH IRUPV RI GHEW DQG HTXLW\ ILQDQFLQ
PHHW LWV FDSLWDO UHTXLUHPHQWYV

'XULQJ WKH \HDU HQGHG 'HFHPEHU PLOCDRSSUBRQWB® HOR 6 XUJH WKURXJ
5HKDELOLWDWLRQ 3URJUDP 653 WR SD\ VHUYLFH FRPSDQLHV WR FRPSOH)

'XH WR GHFUHDVHV LQ FUXGH RLO SULFHV HIIHFWLYH ODUFK WKH GLYL
‘XH WR D IXUWKHU GHFUHDVH LQ FUXGH RLO SULFHV HIIHFWLYH $SULO
PDQDJHPHQW DQG %RDUG VHH D VXVWDLQDEOH UHFRYHU\ LQ ZRUOG FUXGH

v $V DW 'HFHPEHU
%DQN GHEW

7HUP GHEW

$FFRXQWV UHFHLYDEOH

3UHSDLG H[SHQVHV DQG GHSRVLWYV

$FFRXQWV SD\DEOH DQG DFFUXHG OLDELOLWLHYV

&RQYHUWLEOH GHEHQWXUHYV
7TRWDO

$V DW 'HFHPEHUWKH &RPSDQ\ KDG D WRWDO FRPPLWPHQW RI PLOOLRC
UHYROYLQJ WHUP IDFLOLW\ RI PLOOLRQ D FRPPLWWHG QRQ UHYROYL
IDFLOLW\ RI PLOOLRQ ZLWK D VIQGLFDWH RI EDQNV 7KH UHYROYLQJ V
VFKHGXOHG ERUURZLQJ EDVH UHGHWHUPLQDWLRQ GDWH RI -XQH 7K1
RQ WKH &RPSDQ\ V DELOLW\ WR UHSD\ RU H[WHQG WKH WHUP RI WKH

PDWXUHV DQG UHTXLUHV UHSD\PHQW R DNPHPPHEOH OHQGLQJ OLPLWV RI V
VIQGLFDWH!V LQWHUSUHWDWLRQ RI WKH &RPSDQ\!V UHVHUYHV FRPPRGLW\
DVVXUDQFH WKDW WKH DPRXQW RI WKH DYDLODEOH IDFLOLWLHV ZLOO QRW
HQYLURQPHQW WKHUH LV DQ LQFUHDVHG ULVN WKDW WKH OHQGHUV PD\ GF
GHFUHDVHV FRXOG EH PDWHULDO ,QWHUHVW UDWHV YDU\ GHSHQGLQJ RQ
DJUHHPHQWH F I$ ¥ EBIW WKH &RPSDQ\ KDG DQ HIIHFWLYH L Q SHHUWARGYWW K BIW H
UHYROYLQJ WHUP IDFLOLW\ 'HFHPEHU SULPH SOXV SHUFHQW |

IDFLOLW\ DQG DQ HIIHFWLYH L GBMERHQWKIDOYRQRUISYRPN LISQIXWHUP IDFLOLW
DSSOLFDEOH



'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

7KH IDFLOLW\ LV VHFXUHG E\ D JHQHUDO DVVLJIEIFODIWKRD HRRD WIHEWNK DGX
DVVHWYV RI WKH &RPSDQ\ ZLWK D QHJDWLYH SOHGJH DQG XQGHUWDNLQJ WR
DQG QDWXUDO JDV SURSHUWLHY DW WKH UHTXHVW RI WKH EDQN

7KH ILQDQFLDO FRYHQDQW ZKHUHE\ WKH &RPSDQ\!V UDWLR RI 1HW 6HQLRU
HITHFWLYH -XQH

$V DW 'HFHPEHU WKH &RPSDQ\ KDG D WHUP ORDQ FRPPLWPHQW ZLW
IRXU \HDU QRQ UHYROYLQJ VHFRQG OLHQ WHUP IDFLOLMWNY RHFHPEHOQOLRQ |
WKH &RPSDQ\ KDG PLOOLRQ GUDZQ RQ LWV WHUP IDFLOLW\ ZLWK PL

RXWVWDQGLQJ WHUP ORDQ ZLOO DFFUXH DQG EH DGGHG WR WKH SULQFL!
RXWVWDQGLQJ WHUP ORDQ ZLOO EH GXH DQG SD\DEOH PRQWKO\ E\ WKH &RI
DV IROORZV

L IRU WKH SHULRG EHWZHHQ 1RYHPEHU DQG WKH ILUVW DQQLYH
SHUFHQW
LLWKHUHDIWHU XQWLO WKH VHFRQG DQQLYHUVDU\ GDWH DW D SHU DQQ
SOXV SHUFHQW DQG SHUFHQW
LLWKHUHDIWHU XQWLO WKH WKLUG DQQLYHUVDU\ GDWH DW D SHU DQQX
SHUFHQW DQG SHUFHQW
LYWKHUHDIWHU DW D SHU DQQXP UDWH HTXDO WR WKH JUHDWHU RI WKEF
$V DW 'HFHPEHU WKH &RPSDQ\ KDG DQ HIIHFWLYH LQWHUHVW UDWF
'"HFHPEHU QRW DSSOLFDEOH
$V DW 'HFHPEHU WKH &RPSDQ\ ZDV FRPSOLDQW ZLWK DOO UHVWULFW

5(/$7(° 3$57< $1' 2)) %$/$1&( 6+((7 75$16%$&7,216

6XUJH ZDV QRW LQYROYHG LQ DQ\ RIl EDODQFH VKHHW WUDQVDFWLRQV
'"HFHPEHU

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

7KH &RPSDQ\ LV FRQWUDFWXDOO\ REOLJDWHG XQGHU LWV GHEW DJUHHPHQ\

$V DMFHPEHU 6XUJH KDG IXWXUH PLQLPXP SD\PHQWY UHODWLQJ WR LW\
WUDQVSRUW FRPPLWPHIQOMM MR WD/OVRBPDUL]HG EHORZ

'"HFHPEHU
/HVV WKDQ \HDU
\HDUV
\HDUV
\HDUV
7RWDO FRPPLWPHQWYV
'XULQJ WKH \HDU HQGHG 'HFHPEHU WKH &RPSDQ\ VROG D SHUFHQ

UHYHQXH IURP WKH &RPSDQ\ V 6RXWKZHVW 6DVNDWFKHZDQ 6RXWKHDVW $C

7KH &RPSDQ\ KDV D GULOOLQJ FRPPLWPHQW RQ WKH *255 ODQGV WK
WKDW WKH &RPSDQ\ IDLOV WR IXOILOO WKH GULOOLQJ FRPPLWPHQW WKH
\HDU HQGHG 'HFHPEHU 6XUJH KDV GULOOHG RXW RI WKH ZHOOV



'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

1($6(6

7KH &RPSDQ\ KDV UHFRJQL]HG WKH IROORZLQJ OHDVH DQG RWKHU REOLJDW

7TRWDO

/HDVH REOLJDWLRQV DW 'HFHPEHU
$GGLWLRQV XSRQ DGRSWLRQ RI ,)56 DW -DQXDU\
/JHDVH PRGLILFDWLRQV

,QWHUHVW H[SHQVH

3D\PHQWYV

2WKHU REOLJDWLRQYV

THDVH DQG RWKHU REOLJDWLRQV DW 'HFHPEHU
$GGLWLRQV

,QWHUHVW H[SHQVH

3D\PHQWYV

/HDVH DQG RWKHU REOLJDWLRQV DW 'HFHPEHU
&XUUHQW SRUWLRQ

/IRQJ WHUP SRUWLRQ

JXWXUH PLQLPXP SD\PHQWY UHODWLQJHW R PEEHHJV HDRIGIGDRWRBO REAWLIDWLRQ

'HFHPEHU

/IHVV WKDQ \HDU
\HDUV
\HDUV
\HDUV

/IHDVH DQG RWKHU REOLJDWLRQ SD\PHQWYV




'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

),1$1&,$/ ,167580(176

$V D PHDQV RI PDQDJLQJ FRPPRGLW\ SULFH LQWHUHVW UDWH DQG IRUHLJ
GHULYDWLYH ILQDQFLDO LQVWUXPHQW DJUHHPHQWYV DQG SK\VLFDO FRQW
GHWHUPLQHG E\ GLVFRXQWLQJ WKH GLIIHUHQFH EHWZHHQ WKH FRQWUDFW
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GDWH XVLQJ WKH UHPDLQLQJ FRQWL
EDVHG RQ SXEOLVKHG JRYHUQPHQW UDWHVY 7KH IDLU YDOXH RI RSWLRQV
SXEOLVKHG LQIRUPDWLRQ ZLWK UHVSHFW WR YRODWLOLW\ SULFHV DQG LQ
DV OHYHO WZR

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH BIRPED Q\EV $HYPLQELDQGGEHUSYR WX F'

6ZDSV &ROODUV 7KUHH ZD\ & ROODU
$YHUDPH $YHUDJSIYHUDJH 6ROG $YHUDJH 6RGIGUDJISIYHUDJH 6ROG
9ROXPHV 3ULFH 9ROXPHWWRXJKW 3X8DOQ 9ROXPHV 3XW %RXJIJKW 3X8DO(J
BSHULRIG EEOV G &$' EEJO EEOV G &$%$' EEO &$' EE[0O EEOV G &%$' EEO &$' EEO &$' EE|O
4WU
4WU
4WU
4WU
4WU
6ZDSV
9ROXPHV $YHUDJH 3JULFH
SHULRG EEOV G &$' EEO
4WU
4WU
4WU
4WU
6ZDSV
9ROXPHV $YHUDJH 3JULFH
SHULRG EEOV G &$' EEO
4WU
4WU
4WU
4WU
&KLFDJR 6ZDS &KLFDJR &ROODUV $(&2 6ZDSV
$YHUDJH %RXJKW
9ROXPHYV $YHUDJH|3UIORD XPHV 3XW $YHUDJH §ROSBROX®EBY $YHUDJH|3ULFH
SHULR( 00%WX G &%$' 00%WX 00%WX G &$' 00%WX &$' 00% W X *- G &$' *-
4WU
4WU
4WU
4WU
4WU




'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

1RWLRJDO
7\SH 7HUP $PRXQW RSXUJH 5HFHBXMYH 3p\V )LIHG 5DWH 6*< 3D\V
6HPL $QQXDO 6WHS 8S
J)L[HG WR )OR[DW,.LQJ 5DWH ( %HJLQQLQJ DW
oS Wilg Wite JORDWLQJ sppHe spwH( I -§REG
( $YHUDJLQJ
JLIHG WR JORDWLRI SDWH YORDWLQJ 5RYWHG 5HWH

68%6(48(17 (9(176

6XEVHTXHQW WR '"HFHPEHU WKH &RPSDQ\ HIHFXWHG D ELQGLQJ SXU
FHUWDLQ FRUH DVVHWY LQ 1RUWKHDVW $OEHUWD DQG 6RXWKHDVW $OEHUW
DGMXVWPHQWY WKH 6DOH 7KH 6DOH LV VHW WR FORVH RQ RU EHIRUH 0D

,Q FRPELQDWLRQ ZLWK WKH 6DOH WKH &RPSDQ\ KDV UHDFKHG DQ DJUHHPF
UH GHWHUPLQH LWV ILUVW DQG VHFRQG OLHQ FUHGLW IDFLOLWLHV $W WKHFE
ZLOO EH UH GHWHUPLQHG DW PLOOLRQ ZLWK WKH &RPSDQ\!'V QH[W EDC
7KH &RPSDQ\ V WRWDO FRPPLWPHQW RI PLOOLRQ ZLOO EH WKH DJJUH
PLOOLRQ D FRPPLWWHG QRQ UHYROYLQJ WHUP IDFLOLW\ RI PLOOLRQ L

6XEVHTXHQW WR '"HFHPEHU WKH &RPSDQ\ ERUURZHG WKH UHPDLQLQJ
ORDQ

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

'LVFORVXUH FRQWUROV DQG SURFHGXUHV #'& 3$&HDW IGIH FIDQMLR QQR 1 DMVLFROGRD
$QQXDO DQG ,QWHHLBHVYDIMHE WR SURYLGH UHDVRQDEOH DVVXUDQFH WKD
&RPSDQ\ LQ LWV DQQXDO ILOLQJY LQWHULP ILOLQJVY RU RWKHU UHSRUWYV |
SURFHVVHG VXPPDUL]JHG DQG UHSRUWHG ZLWKLQ WKH WLPH SHULRGV VSHF
SURFHGXUHV GHVLJQHG WR HQVXUH WKDW LQIRUPDWLRQ UHTXLUHG WR EH
RU RWKHU UHSRUWV ILOHG RU VXEPLWWHG XQGHU VHFXULWLHV OHJLVOD
PDQDJHPHQW LQFOXGLQJ LWV FHUWLI\LQJ RIILFHUV DV DSSURSULDWH WR

7KHUH ZHUH QR FKDQJHV LQ WKH &RPSDEFNPRHI GXVUKRW \WRW HNKDD O0Q &@H GH
UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW WKH &RPSDQ\ V '& 3

,QWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ #,&)5% DV GHILQHG L
SURFHGXUHV WKDW

SHUWDLQ WR WKH PDLQWHQDQFH RI UHFRUGV WKDW LQ UHDVRQDE(
GLVSRVLWLRQV RI DVVHWYV RI WKH &RPSDQ\

DUH GHVLJQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH WKDW WUDQYV
RI ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFF}
H[SHQGLWXUHV RI WKH &RPSDQ\ DUH EHLQJ PDGH LQ DFFRUGDQFH ZLW
6XUJH DQG

DUH GHVLIJQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ
DFTXLVLWLRQ XVH RU GLVSRVLWLRQ RI WKH &RPSDQ\!'V DVVHWYV W)
VWDWHPHQWYV
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7KH &KLHI ([HFXWLYH 2IILFHU DQG &KLHI )LQDQFLDO 2IILFHU DUH UHVSRQVL
RU FDXVLQJ WKHP WR EH GHVLJQHG XQGHU WKHLU VXSHUYLVLRQ LQ RUGHU
ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ Rl ILQDQFLDO VWDWHPH
&RPSDQ\ V &KLHI ([HFXWLYH 2IILFHU DQG &KLHI )LQDQFLDO 2IILFHU KDYH
VXSHUYLVLRQ GLVFORVXUH FRQWUROV DQG SURFHGXUHV WR SURYLGH UHI
WKH &RPSDQ\ LV PDGH NQRZQ WR WKH &RPSDQ\ V &KLHI ([HFXWLYH 2IILFHL
GXULQJ WKH SHULRG LQ ZKLFK WKH DQQXDO ILOLQJV DUH EHLQJ SUHSDU}
&RPSDQ\ LQ LWV DQQXDO ILOLQJY LQWHULP ILOLQJV RU RWKHU UHSRUWYV |
SURFHVVHG VXPPDUL]HG DQG UHSRUWHG ZLWKLQ WKH WLPH SHULRG VSHFL

7KH &RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLV'
PDQDJHPHQW!V GHVLJQ RI LQWHUQDO FRQWUROVY RYHU ILQDQFLDO UHSRUW
D PDWHULDO PLVVWDWHPHQW LQ ILQDQFLDO UHSRUWLQJ KRZHYHU D FRQYV
SURYLGH RQO\ UHDVRQDEOH QRW DEVROXWH DVVXUDQFH WKDW WKH REM
HI[SHFWHG WKDW WKH GLVFORVXUH DQG LQWHUQDO FRQWURO SURFHGXUHYV

7KHUH ZHUH QR FKDQJHV LQ WKH &RPSDHRHPE&)S GWHKDW RADKMHHUHIDW 6Q BH B
UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW WKH &RPSDQ\!V ,&)5

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

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK ,)5
HVWLPDWHY 'XH WR WKH WLPLQJ RI ZKHQ DFWLYLWLHV RFFXU FRPSDUHG
HVWLPDWH DQG DFFUXH RSHUDWLQJ UHVXOWY DQG FDSLWDO VSHQGLQJ .
PDWHULDO LPSDFW RQ RXU ILQDQFLDO UHVXOWY DQG ILQDQFLDO FRQGLWLF

(VWLPDWLRQ RI UHFRYHUDEOH TXDQWLWLHY RI SURYHG DQG SUREDEOH
IRUHFDVWHG RLO DQG JDV FRPPRGLW\ SULFHV H[FKDQJH UDWHYV GLVFRXQV
UR\DOW\ FRVWYV DQG IXWXUH GHYHORSPHQW FRVWYV IRU IXWXUH FDVK IORZ
JHRSK\VLFDO PRGHOV DQG GDWD &KDQJHV LQ UHSRUWHG UHVHUYHV FDQ
REOLJDWLRQV WKH HFRQRPLF IHDVLELOLW\ RI H[SORUDWLRQ DQG HYDO?>
GHSUHFLDWLRQ DQG DPRUWL]DWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW
WKLUG SDUW\ UHVHUYH HYDOXDWRUV ZKR ZRUN ZLWK LQIRUPDWLRQ SURYL
DFFRUGDQFH ZLWK 1DWLRQDO ,QVWUXPHQW 6WDQGDUGYV RI 'LVFORVX

ODQDJHPHQW!V HVWLPDWHY RI IRUHFDVWHG RLO DQG JDV FRPPRGLW\ SULF!
FDUU\LQJ DPRXQW RI 33 ( DVVHVV LPSDLUPHQW DQG GHWHUPLQH WKH FKD
HVWLPDWHYV RI SULFHVY DUH EDVHG RQ WKH SULFH IRUHFDVW IURP RXU LQC
IRUZDUG PDUNHW
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ODQDJHPHQW PDNHV YDULRXV DVVXPSWLRQV LQ GHWHUPLQLQJ WKH IDLU YL
EXVLQHVV FRPELQDWLRQ 7KH PRVW VLIQLILFDQW DVVXPSWLRQV DQG MXG.
WKH RLO DQG JDV SURSHUWLHV 7R GHWHUPLQH WKH IDLU YDOXH RI WKHVH
UHVHUYHV LQ DFFRUGDQFH ZLWK 1DWLRQDO ,QVWUXPHQW 6WDQGD!
IRUHFDVWHG RLO DQG JDV FRPPRGLW\ SULFHYV

ODQDIJHPHQW FDOFXODWHY WKH GHFRPPLVVLRQLQJ OLDELOLW\ EDVHG RQ H
LQWHUHVW LQ DOO ZHOOV DQG IDFLOLWLHY DQG WKH HVWLPDWHG WLPLQ.
HYWLPDWH LV FDSLWDOL]J]HG WR 33 ( DV SDUW RI WKH FRVW RI WKH UHOL
XQFHUWDLQWLHY UHODWHG WR GHFRPPLVVLRQLQJ OLDELOLWLHY DQG WKH
HYHQWXDO WLPLQJ DQG FRVWV |IRU WKH REOLJDWLRQV FRXOG GLIIHU IURF
GLIIHU LQFOXGH DQ\ FKDQJHV WR ODZV RU UHJXODWLRQV UHVHUYH HVWLPI

6XUJH XWLOL]JHY GHULYDWLYH ILQDQFLDO LQVWUXPHQWY WR PDQDJH LWV F
FXUUHQF\ H[FKDQJH UDWHV DQG LQWHUHVW UDWHV )DLU YDOXHV RI GHU
HYWLPDWH RI IXWXUH FRPPRGLW\ SULFHV ITRUHLJQ FXUUHQF\ H[FKDQJH UDYV

ODQDJHPHQW PDNHV YDULRXV DVVXPSWLRQV LQ GHWHUPLQLQJ WKH YDOXH
WKH IRUIHLWXUH UDWH WKH H[SHFWHG YRODWLOLW\ RI WKH XQGHUO\LQJ V

ODQDIJHPHQW PDNHV YDULRXV DVVXPSWLRQV LQ GHWHUPLQLQJ WKH GHIHUL
IXWXUH WD[ UDWHV DFFHVVLELOLW\ RI WD[ SRROV DQG IXWXUH FDVK IORZV

7KH SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV LQ
MXGIJPHQWY HVWLPDWHV DQG DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWH(
UHVXOWY FRXOG GLIIHU VLIJQLILFDQWO\ IURP WKHVH HVWLPDWHY .H\ DUHL
DVVXPSWLRQV UHODWHG WR WKH DSSOLFDWLRQ RI ,)56 LQFOXGH

( ,QFUHPHQWDO ERUURZLQJ UDWH 7KH ,QFUHPHQWDO ERUURZLQJ UDV
HQYLURQPHQW WHUP FXUUHQF\ DQG WKH XQGHUO\LQJ ULVN LQKHUHC
DVVHWV OHDVH REOLJDWLRQV DQG WKH UHVXOWLQJ LQWHUHVW DQG
PDUNHW FRQGLWLRQV DQG OHDVH WHUP

( /HDVH WHUP /HDVH WHUPV DUH EDVHG RQ DVVXPSWLRQV UHJDUGLQJ
DQG IXWXUH PDUNHW FRQGLWLRQV

5,6. )$&7256

$GGLWLRQDO ULVN IDFWRUV FDQ EH IRXQG XQGHU #0DWWHUV 5HODWLQJ \
J)DFWRUVS$ LQ WKH &RPSDQ\!'V $,) IRU WKH \HDU HQGHAZ ZHFHEGEBEHIPRFP ULV NXKL
DUH GLVFXVVHG EHORZ DQG LQ WKH $,) EXW WKHVH ULVN IDFWRUV VKR X(
IDFWRUV ERWK NQRZQ DQG XQNQRZQ WKDW FRXOG FDXVH DFWXDO UHVXOV
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2LO DQG QDWXUDO JDV RSHUDWLRQV LQYROYH PDQ\ ULVNV WKDW HYHQ D F
PD\ QRW EH DEOH WR RYHUFRPH 7KH ORQJ WHUP FRPPHUFLDO VXFFHVV RI
DQG FRPPHUFLDOO\ SURGXFH RLO DQG QDWXUDO JDV UHVHUYHV :LWKRX\V
UHVHUYHV 6XUJH PD\ KDYH DW DQ\ SDUWLFXODU WLPH DQG WKH SURGXFV
UHVHUYHV DUH H[SORLWHG $ IXWXUH LQFUHDVH LQ 6XUJH!V UHVHUYHV ZL
GHYHORS DQ\ SURSHUWLHYV LW PD\ KDYH IURP WLPH WR WLPH EXW DOVR
SURSHUWLHY RU SURVSHFWV 1R DVVXUDQFH FDQ EH JLYHQ WKDW IXUWKI
GLVFRYHUHG RU DFTXLUHG E\ 6 XUJH

6XUJH!V SULQFLSDO ULVNV LQFOXGH ILQGLQJ DQG GHYHORSLQJ HFRQRPLF |
FDSLWDO SURJUDP 7KH &RPSDQ\V QHHG IRU FDSLWDO LV ERWK VKRUW WH
EH UHTXLUHG WR ILQDQFH DFFRXQWYV UHFHLYDEOH GULOOLQJ GHSRVLWYV LC
GHYHORSPHQW RI RLO DQG QDWXUDO JDV SURSHUWLHY UHTXLUHY ODUJH I
FDSLWDO UHTXLUHPHQWY ZLOO EH IXQGHG WKURXJK D FRPELQDWLRQ RI LC
7TKHUH LV QR DVVXUDQFH WKDW GHEW DQG HTXLW\ ILQDQFLQJ ZLOO EH DY
FDSLWDO UHTXLUHPHQWYV , ] DQ\ FRPSRQHQWYV RI WKH &RPSDQ\!V EXVLQH'
HIHFXWH WKH HQWLUH EXVLQHVYVY SODQ

$00 SKDVHV RI WKH RLO DQG QDWXUDO JDV EXVLQHVV SUHVHQW HQYLURQ
UHJXODWLRQ SXUVXDQW WR D YDULHW\ RI IHGHUDO SURYLQFLDO DQG ORF
DPRQJ RWKHU WKLQJV UHVWULFWLRQV DQG SURKLELWLRQV RQ VSLOOV

DVVRFLDWLRQ ZLWK RLO DQG QDWXUDO JDV RSHUDWLRQV 7KH OHJLVODW
PDLQWDLQHG DEDQGRQHG DQG UHFODLPHG WR WKH VDWLVIDFWLRQ RI D
OHJLVODWLRQ FDQ UHTXLUH VLJQLILFDQW H[SHQGLWXUHV DQG D EUHDFK F
ZKLFK PD\ EH PDWHULDO (QYLURQPHQWDO OHJLVODWLRQ LV HYROYLQJ L¢
HQIRUFHPHQW ODUJHU ILQHYVY DQG OLDELOLW\ DQG SRWHQWLDOO\ LQFUHD\
RLO QDWXUDO JDV RU RWKHU SROOXWDQWY LQWR WKH DLU VRLO RU ZDW!
PD\ UHTXLUH 6XUJH!V RSHUDWLQJ HQWLWLHVY WR LQFXU FRVWV WR UHPHG\
FRPSOLDQFH ZLWK FXUUHQW DSSOLFDEOH HQYLURQPHQWDO UHJXODWLRQYV
UHVXOW LQ D FXUWDLOPHQW RI SURGXFWLRQ RU D PDWHULDO LQFUHDVH L
RU RWKHUZLVH DGYHUVHO\ DIIHFW 6XUJH!V ILQDQFLDO FRQGLWLRQ UHVXO\

6 XUJH!V LQYROYHPHQW LQ WKH H[SORUDWLRQ IRU DQG GHYHORSPHQW RI R
VXEMHFW WR OLDELOLW\ IRU SROOXWLRQ EORZRXWV SURSHUW\ GDPDJH

6XUJH ZLOO REWDLQ LQVXUDQFH LQ DFFRUGDQFH ZLWK LQGXVWU\ VWDQGI
OLPLWDWLRQV RQ OLDELOLW\ WKDW PD\ QRW EH VXIILFLHQW WR FRYHU WK
DOO FLUFXPVWDQFHYVY EH LQVXUDEOH RU LQ FHUWDLQ FLUFXPVWDQFHV 6.
ULVNV GXH WR WKH KLJK SUHPLXPV DVVRFLDWHG ZLWK VXFK LQVXUDQFH R!
ZRXOG UHGXFH WKH IXQGY DYDLODEOH WR 6XUJH 7KH RFFXUUHQFH RI D VI
LQVROYHQF\ RI WKH LQVXUHU RI VXFK HYHQW FRXOG KDYH D PDWHULDO
RSHUDWLRQV RU SURVSHFWY DQG ZLOO UHGXFH LQFRPH RWKHUZLVH XVHG \

7KH &RPSDQ\!V ILQDQFLDO SHUIRUPDQFH DQG FRQGLWLRQ DUH VXEVWDQWL
JDV ZKLFK DUH XQVWDEOH DQG VXEMHFW WR IOXFWXDWLRQ )OXFWXDWLRQ
WKH &RPSDQ\!V RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ DQG WKH YDOXH
UHVSRQVH WR JOREDO VXSSO\ RI DQG GHPDQG IRU RLO PDUNHW SHUIRUPD
DUH RXWVLGH WKH FRQWURO Rl WKH &RPSDQ\ LQFOXGLQJ EXW QRW OLPL
SHWUROHXP ([SRUWLQJ &RXQWULHV! DELOLW\ WR DGMXVW VXSSO\ WR ZRUO
DYDLODELOLW\ RI DOWHUQDWLYH IXHO VRXUFHV 1DWXUDO JDV SULFHV DUH
1RUWK $PHULFDQ VXSSO\ DQG GHPDQG HFRQRPLF SHUIRUPDQFH ZHDWKHU
IXHO VRXUFHV
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'"HFUHDVHV LQ RLO DQG QDWXUDO JDV SULFHV W\SLFDOO\ UHVXOW LQ D Ut
FKDQJH WKH HFRQRPLFV RI SURGXFLQJ IURP VRPH ZHOOV ZKLFK FRXOG Ul
UHVHUYHV $Q\ IXUWKHU VXEVWDQWLDO GHFOLQHV LQ WKH SULFHV RI FUXG
HILVWLQJ RU IXWXUH GULOOLQJ GHYHORSPHQW RU FRQVWUXFWLRQ SURJUL
UHVXOW LQ D PDWHULDO GHFUHDVH LQ WKH &RPSDQ\!'V QHW SURGXFWLRQ U
RLO DQG JDV DFTXLVLWLRQ DQG GHYHORSPHQW DFWLYLWLHY ,Q DGGLWLR
GHWHUPLQHG E\ WKH &RPSDQ\!'V ERUURZLQJ EDVH $ VXVWDLQHG PDWHULD
IXUWKHU UHGXFH VXFK ERUURZLQJ EDVH WKHUHIRUH UHGXFLQJ WKH EDQN
EDQN GHEW EH UHSDLG

7KH &RPSDQ\ XWLOL]JHV ILQDQFLDO GHULYDWLYHV FRQWUDFWV WR PDQDJ
DFFRUGDQFH ZLWK WKH ULVN PDQDJHPHQW SROLF\ WKDW KDV EHHQ DSSURY

%2( 35(6(17%$7,21

$00 DPRXQWY DUH H[SUHVVHG LQ &DQDGLDQ GROODUV XQOHVVY RWKHUZLVFE
YROXPHVY DUH FRQYHUWHG WR D FRPPRQ XQLW RI PHDVXUH UHIHUUHG WR
FXELF IHHW RI QDWXUDO JDV EHLQJ HTXDO WR RQH EDUUHO RI RLO 7KLV FF
PHWKRG SULPDULO\ DSSOLFDEOH DW WKH EXUQHU WLS DQG GRHV QRW QH
VKRXOG EH QRWHG WKDW WKH XVH RI ERH PLJKW EH PLVOHDGLQJ SDUWLFX

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

7KLV 0'$ FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY 7KH XVH RI DQ\ RI
#H[SHFW$ #PD\$ #ZLOO$ #SURMHFW$ #VKRXOG$ #EHOLHYH$ DQG VLPLOI
VWDWHPHQWY 7KHVH VWDWHPHQWY LQYROYH NQRZQ DQG XQNQRZQ ULVN\
UHVXOWV RU HYHQWV WR GLIIHU PDWHULDOO\ I[IURP WKRVH DQWLFLSDWHG L

ORUH SDUWLFXODUO\ WKLV 0'$ FRQWDLQV VWDWHPHQWY FRQFHUQLQJ V>
LQIODWLRQ UDWHV DQG FXUUHQF\ SULFHV WKH &RPSDQ\V ORQJ WHUP ¢
FKDUDFWHULVWLFV WKHUHRI HVWLPDWHV UHJDUGLQJ WKH IXWXUH YDOXE
SRWHQWLDO H[WHQVLRQ RI WKH &RPSDQ\ V FUHGLW IDFLOLW\ DQG WKH LP:
WKH SRWHQWLDO LPSDFW RI WKH FXUUHQW HFRQRPLF HQYLURQPHQW RQ \
LPSDFWV RQ WKH &RPSDQ\ DQG WKH RLO DQG JDV LQGXVWU\ JHQHUDOO\ X
QHW HDUQLQJV IURP TXDUWHU WR TXDUWHU WKH DELOLW)\ RI 6XUJH WR FF
VZDSV RSWLRQV DQG FRVWOHVV FROODUV HQWHUHG LQWR E\ WKH &RPSDQ
JUDQWHG XQGHU WKH &RPSDQ\!V 6WRFN ,QFHQWLYH 30DQ HVWLPDWHG WD]
RI &*8V DQG WKH DVVXPSWLRQV XVHG WR DVVHVV VXFK SRWHQWLDO LPSD
XQGHUO\LQJ GHFRPPLVVLRQLQJ OLDELOLWLHV DELOLW\ RI 6XUJH WR DYRLC
WKH &RPSDQ\ V SODQV IRU IXQGLQJ LWV IXWXUH FDSLWDO UHTXLUHPHQWYV
PDUNHW FRQGLWLRQV DQG RWKHU UHOHYDQW FRQVLGHUDWLRQV H[SHFWD
&RPSDQ\ WKH 6DOH DQG WKH WHUPV WLPLQJ DQG DQWLFLSDWHG SURFHHG
RQ 6XUJH V EDQN LQGHEWHGQHVYV DQG OLTXLGLW\ DQG WKH DQWLFLSDWHG
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7KH IRUZDUG ORRNLQJ VWDWHPHQWY DUH EDVHG RQ FHUWDLQ NH\ H[SHF
H[SHFWDWLRQV DQG DVVXPSWLRQV FRQFHUQLQJ WKH SHUIRUPDQFH RI HJ[L
DQWLFLSDWHG H[SHQVHV FDVK IORZ DQG FDSLWDO H[SHQGLWXUHV FRPS
UHJLPHV SUHYDLOLQJ FRPPRGLW\ SULFHV DQG HFRQRPLF FRQGLWLRQV L
ILQDQFLDO DVVXPSWLRQV XVHG E\ 6XUJH!V UHVHUYH HYDOXDWRUV LQ DVV
DQG FRPSOHWLRQ DFWLYLWLHYV DQG WKH FRVWYV UHODWLQJ WKHUHWR WKH
ZDWHUIORRG SURJUDPV WKH DYDLODELOLW\ RI DQG SHUIRUPDQFH RI IDFLO
SURSHUWLHV DQG DQ\ DFTXLUHG DVVHWV WKH VXFFHVVIXO DSSOLFDWLF
GHWHUPLQDWLRQ RI GHFRPPLVVLRQLQJ OLDELOLWLHYV WKH DELOLW\ WR RE
IDFLOLW\ SUHYDLOLQJ ZHDWKHU FRQGLWLRQV H[FKDQJH UDWHV OLFHQ\
RSHUDWLQJ FRVWV DQG WKH DYDLODELOLW\ FRVWV Rl FDSLWDO ODERXU |

$OWKRXJK 6XUJH EHOLHYHV WKDW WKH H[SHFWDWLRQV DQG DVVXPSWLRQV
UHDVRQDEOH XQGXH UHOLDQFH VKRXOG QRW EH SODFHG RQ WKH IRUZDUG
WKDW WKH\ ZLOO SURYH WR EH FRUUHFW 6LQFH IRUZDUG ORRNLQJ VWDW|
QDWXUH WKH\ LQYROYH LQKHUHQW ULVNV DQG XQFHUWDLQWLHV $FWXDO L
GXH WR D QXPEHU RI IDFWRUV DQG ULVNV 7KHVH LQFOXGH EXW DUH QRW
HFRQRP\ LQFOXGLQJ WUDGH SXEOLF KHDOWK LQFOXGLQJ WKH LPSDFW R
ZLWK WKH RLO DQG JDV LQGXVWU\ LQ JHQHUDO HJ RSHUDWLRQDO ULVI
FKDQJHV LQ SODQV ZLWK UHVSHFW WR H[SORUDWLRQ RU GHYHORSPHQW SL
IXWXUH FDSLWDO UHTXLUHPHQWY WKH XQFHUWDLQW\ RI UHVHUYH HVWLPD
SURGXFWLRQ FRVWV DQG H[SHQVHV DQG KHDOWK VDIHW\ DQG HQYLUR
IOXFWXDWLRQV DQG FRQVWUDLQW LQ WKH DYDLODELOLW\ RI VHUYLFHV D¢
IURP SRWHQWLDO GHOD\V RU FKDQJHV LQ SODQV ZLWK UHVSHFW WR H[SO
IDLOXUH WR REWDLQ WKH FRQWLQXHG VXSSRUW RI WKH OHQGHUV XQGHU 6
OHQGLQJ OLPLWV XQGHU 6XUJH!V EDQN OLQH DV D UHVXOW RI WKH V\QGLF
SULFHV DQG GHFRPPLVVLRQLQJ REOLJDWLRQV RU WKH LQDELOLW\ WR REW
&HUWDLQ RI WKHVH ULVNV DUH VHW RXW LQ PRUH GHWDLO LQ WKLV 0'$
3DQGHPLF! DQG 5LVN )DFWRUV! KHUHLQ DQG LQ 6XUJH!V $,) GDWHG ODUFI
DFFHVVHG DW ZZZ VHGDU FRP

7KH IRUZDUG ORRNLQJ VWDWHPHQWY FRQWDLQHG LQ WKLV 0'$ DUH PDGt
REOLJDWLRQ WR XSGDWH SXEOLFO\ RU UHYLVH DQ\ IRUZDUG ORRNLQJ VYV
LQIRUPDWLRQ IXWXUH HYHQWY RU RWKHUZLVH XQOHVV VR UHTXLUHG E\ D¢



'"HFHPEHU DQG ODQDJHPHQW 'LVFXYV

121 *$$3 ),1%$1&,%/ 0($685(6

&HUWDLQ VHFRQGDU\ ILQDQFLDO PHDVXUHV LQ WKLV GRFXPHQW QDPHO\
#QHW GHEWS$ QHW RSHUDWLQJ H[SHQVHV RSHUDWLQJ QHWEDFN DQG D
7KHVH QRQ *$$3 ILQDQFLDO PHDVXUHV DUH LQFOXGHG EHFDXVH PDQDJH
SHUIRUPDQFH FDVK IORZ JHQHUDWHG IURP WKH EXVLQHVV OHYHUDJH D¢
EXVLQHVV DFWLYLWLHVY DQG LW PD\ EH XVHIXO WR LQYHVWRUV RQ WKH VD
&RPSDQ\!V UHSRUWHG ILQDQFLDO SHUIRUPDQFH RU SRVLWLRQ 7KH QRQ *
SUHVFULEHG E\ ,)56 DQG WKHUHIRUH DUH XQOLNHO\ WR EH FRPSDUDEOH W
FRPPRQ LQ WKH UHSRUWV RI RWKHU FRPSDQLHV EXW PD\ GLIIHU E\ GHILQL
XVHG LQ WKLV GRFXPHQW DUH GHILQHG EHORZ

$GMXVWHG IXQGYV IORZ $GMXVWHG IXQGV IORZ SHU VKDUH

7KH &RPSDQ\ DGMXVWYV FDVK IORZ IURP RSHUDWLQJ DFWLYLWLHV LQ FDOFX
FDSLWDO GHFRPPLVVLRQLQJ H[SHQGLWXUHY DQG FDVK VHWWOHG WUDQVD
FROOHFWLRQ SD\PHQW RU LQFXUUHQFH RI WKHVH LWHPV LQYROYHV D KLJ
HYDOXDWLQJ 6XUJH!V FDVK IORZV

&KDQJIJHV LQ QRQ FDVK ZRUNLQJ FDSLWDO DUH D UHVXOW RI WKH WLPLQJ F
SD\DEOH ZKLFK PDQDJHPHQW EHOLHYHVY UHGXFHV FRPSDUDELOLW\ EHWZ
HISHQGLWXUHV SUHGRPLQDWHO\ DV D GLVFUHWLRQDU\ DOORFDWLRQ RI FI
GHFRPPLVVLRQLQJ SURJUDPV WR DFKLHYH JUHDWHU FDSLWDO HIILFLHQFL
VHWWOHG WUDQVDFWLRQ DQG RWKHU FRVWYV UHSUHVHQW H[SHQGLWXUHV D
UHIOHFW WKH RQJRLQJ FDVK IORZV RI WKH EXVLQHVY DQG DV VXFK UHGXF
QDWXUH DUH QRW FRQVLGHUHG SULQFLSDO EXVLQHVV DFWLYLWLHYV DQG
FRPSDUDELOLW\

$GMXVWHG IXQGV IORZ SHU VKDUH LV FDOFXODWHG XVLQJ WKH VDPH ZHLJ
LQFRPH SHU VKDUH

7KH IROORZLQJ WDEOH UHFRQFLOHY FDVK IORZ IURP RSHUDWLQJ DFWLYLWL

7KUHH ORQWKYV (QGHG <HDUV (QGHG 'HF
V H[FHSW SHU VKD UHF 6HS "HF

&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHV
&KDQJH LQ QRQ FDVK ZRUNLQJ FDSLWDO
'"HFRPPLVVLRQLQJ H[SHQGLWXUHYV

&DVK VHWWOHG WUDQVDFWLRQ DQG RWKHU
FRVWV

$GMXVWHG IXQGV IORZ
3HU VKDUH EDVLF
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IHW "HEW

7TKHUH LV QR FRPSDUDEOH PHDVXUH LQ DFFRUGDQFH ZLWK ,)56 IRU QHW C
GLYLGHQGVY SD\DEOH SOXV WKH OLDELOLW\ FRPSRQHQW RI WKH FRQYHUW
HIFOXGLQJ WKH IDLU YDOXH RI ILQDQFLDO FRQWUDFWY GHFRPPLVVLRQLQJ
XVHG E\ PDQDJHPHQW WR DQDO\]H WKH OHYHO RI GHEW LQ WKH &RPSDQ\ LQ
WLPLQJ RI VHWWOHPHQW RI WKHVH EDODQFHYV

$V DW

V 'HF 6HS 'HF
%DQN GHEW
7THUP GHEW
$FFRXQWYV UHFHLYDEOH
BUHSDLG H[SHQVHVY DQG GHSRVLWYV
$FFRXQWYV SD\DEOH DQG DFFUXHG OLDELOLWLHYV
&RQYHUWLEOH GHEHQWXUHYV
'LYLGHQGV SD\DEOH
7RWDO
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2SHUDWLQJ 1HWEDFN $GMXVWHG )XQGV )ORZ SHU ERH
2SHUDWLQJ QHWEDFN DGMXVWHG IXQGV IORZ DUH FDOFXODWHG RQ D SHU

7TKUHH ORQWKY (QGHG <HDUV (QGHG 'HF
V 'HF 6HS 'HF
SHWUROHXP DQG QDWXUDO JDV UHYHQXH
SURFHVVLQJ LQFRPH
5R\DOWLHYV

5SHDOL]JHG JDLQ ORVV RQ FRPPRGLW\
DQG ); FRQWUDFWYV

2SHUDWLQJ H[SHQVHYV
7UDQVSRUWDWLRQ H[SHQVHYV
2SHUDWLQJ QHWEDFN

* $ H[SHQVH

,QWHUHVW H[SHQVH

$GMXVWHG IXQGV IORZ
%DUUHOV RI RLO HTXLYDOHQW ERH
2SHUDWLQJ QHWEDFN SHU ERH
$GMXVWHG IXQGV IORZ SHU ERH

I1HW 2SHUDWLQJ ([SHQVHYV

1HW RSHUDWLQJ H[SHQVHV DUH GHWHUPLQHG E\ GHGXFWLQJ SURFHVVLQJ
YROXPHYVY DW SURFHVVLQJ IDFLOLWLHYV ZKHUH WKH &RPSDQ\ KDV DQ RZQHU
SDUW\ SURFHVVLQJ UHYHQXH RQ IDFLOLWLHY ZKHUH WKH HQWLW\ KDV D Z|
VRXUFH RI IXQGV LV UHTXLUHG WR EH UHSRUWHG DV UHYHQXH +RZHYHU
PLGVWUHDP HQWLW\ ZKRVH DFWLYLWLHV DUH GHGLFDWHG WR HDUQLQJ S
&RPSDQ\ KDV H[FHVV FDSDFLW\ DW RQH RI LWV IDFLOLWLHYV LW ZLOO ORRN
RI RSHUDWLQJ RZQLQJ WKH IDFLOLW\ $V VXFK WKLUG SDUW\ SURFHVVLQJ |
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