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ENERGY DEVEOPMENT OMAN SAOC

Board of Directors report for the year ended 31 December 2023

Responsibifities of the Board of Directors for the Energy Development Oman (‘EDQ") Consolidated
Financial Statements

The members of EDO Board hereby declare that, to the besl of their knowledge, the consolidated
financial statements for the year ended 31 December 2023, which have been prepared in accordance
with the international Financial Reporting Standards ("IFRS") and relevant requirements of Commercial
Companies Law of 2019, present fairly, in all material respects, the consolidated financial position of
EDO as at 31 December 2023 and the related consolidated statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the year then ended and explanatory
notes.

The Board of Directors of EDO have approved the information contained in the consolidated financial
statements of EDO.

On behalf of the Bdard ;

Mazin Al Lamki Sultan Al Mamari
Chief Executive Officer Chief Financial Officer
C.R. No: 1378556
Energy Development Oman P.O. Box: 828 * Energy Development Oman
22 February 2024 e 22 February 2024
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDER OF ENERGY DEVELOPMENT OMAN
SAOC

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of Energy Development Oman SAQC (the "Company”)
and its subsidiaries (together, “the Group™}, which comprise the consolidated statement of financial position as
at 31 December 2023, and the consolidated statement of profit or loss or other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financiai statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2023, and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (1SAs). Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ /nternational Code of Ethics for Professional Accountanis (including
International Independence Standards) (\ESBA Code} together with the ethical requirements that are relevant to
our audit of the consolidated financial statements in the Sultanate of Oman, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. For the matter below, our description of how our audit addressed
the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the consolidated
financial statements section of our report, including in relation to this matter. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit procedures, including the procedures performed to
address the matter below, provide the basis for our audit opinion on the accompanying consolidated financial
statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDER OF ENERGY DEVELOPMENT OMAN
SAOC {(CONTINUED)

Report on the audit of the consolidated financial statements (continued)

Key audit matter

| How our audit addressed the key audit matter

Estimation of crude oil and non-associated gas | We obtained an understanding of the controls over the
Group's crude oil and NAG reserves’ estimation
process. We then evaluated the design of these
controls and tested their operating effectiveness.,

(NAG) reserves

Oil and gas reserves are an indicator of the
future potential of the Group's performance.
Crude cil and NAG reserves estimates are
used in the calculation of depreciation,
depletion  and amortisation (DD&A),
impairment testing and in the estimation of
abandonment provisions of production wells
and production facilities.

The principal risk is the impact of the crude oil
and NAG reserves estimate on the
consolidated financiat statements through
DD&A, impairment testing, and abandonment
provisions estimate.

Auditing the estimation of crude oil and NAG
reserves is complex. There is significant
estimation uncertainty in assessing the
quantities of reserves and resources in place.
The estimates are based on the Group's
management and petroleum engineers’
("experts”) assessments of petroleurn initially in
place, production curves and certain other
inputs, including forecast production volumes, |
future capital and operating cost assumptions
and estimated life of field. Also, technical
uncertainties are involved in determining the
level of reserves in each clusters/area. Due to
significant estimation uncertainty involved, we |
have considered estimation of crude oil and |
NAG reserves as a key audit matter.

Proved developed reserves, which are|
estimated by the Group's petroleum engineers
in accordance with industry best practice and
Securities and Exchange Commission (SEC)
rules {as set forth in the Note 2 to the
consolidated financial statements entitled
"Significant  judgments, estimates and
assumptions”), change  according to
production, and the price of hydrocarbons.

The accounting policies relating to estimation
of crude oil and NAG reserves, DD&A and
abandonment provisions are set out in Note 3

to the consolidated financial statements
entitled “Material accounting policy
_information”.

A member firm of Ernst & Younq Global Limited

We involved professionals with crude oil and NAG
reserves audit experience for evaluating the key

assumptions

and methodologies applied by

management and experts.

Our audit procedures in this area included the
following, but were not limited to:

Testing whether significant additions or
reductions in crude oil and NAG reserves were
made in the period in which the new
information became available, by
understanding the changes in circumstances
that drove the change;

Assessing that reserve movements were in
compliance, in all material respects, with the
Group’s reserves and resources guidance;

Evaluating the professional qualifications,
competence and objectivity of Group’s experts’
who are responsible for crude oil and NAG
reserves estimation;

We assessed the assumptions used by the
management and experts and compared the
assumptions to the macroeconomic indicators,
hydrocarbon production, operating costs,
capital expenditures forecasts and other
performance indicators, approved by the
Company’s management. We compared the
estimates of reserves to the estimates included
in the DD&A, impairment and abandonment
provisions.

On a sample basis, performing look back
analysis of historical data to identify indications
of estimation bias, if any, over time.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDER OF ENERGY DEVELOPMENT OMAN
SAOC (CONTINUED}

Report on the audit of the consolidated financial statements (continued)

Other information
Other information comprises the Board of Directors’ report. Those charged with governance and management
is responsible for the other information.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the olher
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report the fact. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the consolidated financial
statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRSs and the relevant requirements of the Commercial Companies Law of 2019, as amended,
and for such intemal control as those charged with governance determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstalement, whether due to fraud
or error.

in preparing the consolidated financial statements, management is responsible for assessing the Group's ability
to continue as a going concern, disclosing, as applicable, matters related to going concem and using the going
concern basis of accounting unless management either intend to liquidate the Group or 1o cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and 1o issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstalements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDER OF ENERGY DEVELOPMENT OMAN
SAOC (CONTINUED)

Repecrt on the audit of the consolidated financial statements (continued)

Auditor's responsibilities for the audit of the consolidated financial statements (continued)
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also

+ |dentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resuiting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of internal control.

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Group’s internal control.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

+ Conclude on the appropriateness of those charged with governance's use of the going concemn basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in cur auditor's report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Qur conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

s Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

« Obfain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, actions taken 1o eliminate
threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reascnably be expected to
outweigh the public interest benefits of such communication.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDER OF ENERGY DEVELOPMENT OMAN
SAOQOC (CONTINUED}

Report on other legal and regulatory requirements

As required by the applicable provisions of the Commercial Companies Law of 2019 and the Ministerial Decision
146/2021, we report that:

-

we have obtained all the information and explanations we considered necessary for the purposes of our
audit;

the Group has maintained accounting records and the consolidated financial statements are in
agreement therewith;

the Group has carried out physical verification of inventories;

the financial information included in the Board of Directors’ report is consistent with the books of
accounts of the Group; and

based on the information that has been made available to us, nothing has come to our attention, which
causes us to believe that the Group has contravened, during the year ended 31 December 2023, any of
the applicable provisions of the Commercial Companies Law of 2019 or its Arlicles of Association, which
would materially affect the financial performance of the Group for the year ended 31 December 2023 or
its consolidated financial position as at 31 December 2023,

v

Imtiaz Ibrahim

22 February 2024

Muscat

A member firm of Ernst & Young Global Limited
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&RQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV DQG RW
JRU WKH \HDU HQGHG

Notes 31-Dec-23 31-Dec-22
Uss$’'000 Us$'000

Revenue 4 16,422,914 17,281,524
Other operating income 5.a 176,172 193,456
Finance income 5.d 7,559 2,385
Total revenues and other income 16,606,645 17,477,365
Production expenses 7 (1,115,911) (1,412,711)
Royalty expenses 8 (6,525,451) (7,397,206)
Depreciation, depletion and amortisation 6 (3,840,790) (3.567,022)
Other expenses 5.b (30,348) (19,932)
Profit before interest and tax 5,094,145 5,080,494
Finance costs 5.c (606,604) (396,605)
Profit before tax 4,487,541 4,683,889
Income tax expenses
Income tax expenses 27 (3,790,479) (3,914,669)
Profit for the year 697,062 769,220
Other comprehensive income/(loss) that will not be
reclassified to profit or loss in subsequent periods
Re-measurement of pension fund obligation 22 12,990 (81,457)
Total comprehensive income for the year 710,052 677,763

7KH DWWDFKHG QRWHV WR IRUP SDUW RI WKHVH FRQVROLGDWHG ILQDQFLDO VW



Energy Development Omzir SAOC

Consolidated statement of financial position
As af 31 Decernber

31-Dec-23 31-Dec-22

Notes Us$000 Usg'000
Non-current assets
Property, plant and equipment 10a 23,495,057 22,898,658
Right-of-use assets 10b 177,853 823,721
Net retirement benefit assets 22 358,258 241,575
Recelvables and prepayments 16 16,549 18,593
Housing loans 13 8,359 9,357
Other non-current assets 3,745 4,623
Total of non-current assets 24,659,821 23,996,527
Current assets
Inventories 15 528,721 413 470
Recelvables and prepayments 16 85,763 105,355
Due from related parties 19 1,689,100 2,302,550
Housing loans 13 1,866 2,804
Cash and bank balances 11 706,318 249,403
Other current assats - 4,834
Tota? of current assets 3,011,768 3,078416
Assets held for sale 24 - 52,315
Total assets 27,671,589 27,127,258
Shareholders' equity
Share capita! 12 1,300 1,300
Retained sarnings 11,047,791 14,086,975
Total equity 11,049,091 14,088 275
Ncn curren: liabilities
Provision for staff end-of-service and other retirement benefits 23 8,447 11,962
Lease liabillites 20 637,416 681,110
Abondonment provision 21 3,176,514 2,506,968
Deferred tax iiabllities 27 2,514,762 1,635,363
Loans and borrowings 18 6,000,069 4,447,903
Total of non-current liabilities 12,337,208 9,183,308
Current liabilities
Loans and borrowings 18 1,624,105 1,445,292
Payables and accruals 17 2,122,526 1,983,133
Tax payables 140,516 49,973
Due to related parties 19 172,976 98,324
Lease fiabilities 20 225,167 226,640
Total of current liabllities 4,285,290 3,803,362
Liabilities associated with assets hald for sale 24 . 52,315
Total llabilities 16,622,498 13,038,983
Total equlty and Jiabllities 27,671,589 27,127,258

The consolidated fi
February 2024 and

\

Chief Executive Officer
Energy Development Oma

ncial statements were approved and authorised for issue by the Board of Directors on 22

e signed on their behalf by the Chief Executive Officer and the Chisf Fi ancial Officer of
(Pman SAOC on 22 Fehruany2024: w

Sultan Al Mamari
Chief Financial Officer
1 SAOC Energy Development Oma

The attached notes 1 to 30 form parl of thes< conselrisiad financiz! stalements.
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(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&

&RQVROLGDWHG VWDWHPHQW RI FKDQJHV LQ HTXLW\
)RU WKH \HDU HQGHG  'HFHPEHU

Share capital Reta{ned Total equity
eamings
Notes uss$ 000 uss oo0 Uss 000
Balance at 1 January 2023 1,300 14,086,975 14,088,275
Profit for the year - 697,062 697,062
Other c?mprehens[ve |_ncome - re-measurement 22 } 12,090 12,090
of pension fund obligation
Interim dividend 19 - {3,703,783) (3,703,783}
Distribution of assets in specie 19 - {45,453) {45,453)
At 31 December 2023 1,300 11,047,791 11,049,091
Balance at 1 January 2022 1,300 18,757,909 18,759,209
Profit for the year - 769,220 769,220
Othe.r compreher?sw.e loss - re-measurement of 27 } (91,457) (91,457)
pension fund obligation
Interim dividend 19 - (5,308,158) (5,308,158)
Distribution of assets in specie 19 - (40,539) (40,539)
At 31 December 2022 1,300 14,086,975 14,088,275

7KH DWWDFKHG QRWHV WR IRUP SDUW RI WKHVH FRQVROLGDWHG ILQDQFLDO VW



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&

&RQVROLGDWHG VWDWHPHQW RI FDVK IORZV
JRU WKH \HDU HQGHG

Notes 31-Dec-23 31-Dec-22
Uss$’'000 Us$'000
Operating activities:
Profit before tax 4,487,541 4,683,889
Adjustments for:
Pension scheme costs 22 66,873 75,445
Depreciation, depletion and amortization 6 3,768,420 3,498,355
Depreciation on right of use assets 6 72,370 68,667
Royalty expenses 8 6,525,451 7,397,206
Gain on changes in abandonment estimates 5.a (111,215) (92,627)
Gains on disposals of property, plant and equipment 5.a (3,235) (20,970)
Finance income 5.d (7,559) (2,385)
Finance cost 5.¢ 606,604 396,605
Net movement in National objective investments 4,834 22,160
Ne_t movement in employee's end of service and other (3,515) (4.501)
retirement benefits
15,406,569 16,021,844
Working capital changes:
Changes in inventories (115,251) 71,184
Changes in receivables and prepayments 21,636 36,671
Changes in amounts due from related parties 613,450 (1,238,886)
Changes in payables and accruals 45,990 97,619
Changes in amounts due to related parties 74,652 2,508
16,047,046 14,990,940

Income tax paid (2,736,413) (2.488,562)
Contribution towards Omani staff pension scheme 22 (154,691) (148,925)
Royalty paid (6,591,835) (7,160,642)
Cost associated with distribution of assets in specie 19 (45,453) (40,539)
Net cash from operating activities 6,518,654 5,152,272
Investing activities:
Acquisition of property, plant, and equipment (3,400,290) (3.110,772)
Expenditure on exploration and evaluation assets 10a (222,828) (183,629)
Proceeds from disposal of property, plant, and equipment 38,616 55,445
Finance income 5.d 7,559 2,385
Net movement in housing loans and other non-current assets 2,814 1,299
Net cash used in investing activities (3,574,129) (3,235,272)
Financing activities:
Loan received 1,965,718 -
Loan repaid (3,944,073) -
Dividend paid 19 - (1,655,268)
Finance cost (244,036) (109,758)
Payment of principal portion of lease liabilities 20 (265,219) (243,351)
Net cash used in financing activities (2,487,610) (2,008,377)
Increase (Decrease) in cash and bank balances 456,915 (91.377)
Cash and bank balances at beginning of the year 11 249,403 340,780
Cash and bank balances at end of year 11 706,318 249,403
JRU GHWDLOV RI QRQ FDVK WUDQVDFWLRQV UHIHU QRWH D E DQG

7KH DWWDFKHG QRWHV WR IRUP SDUW RI WKHVH FRQVROLGDWHG ILQDQFLDO VW



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

%DFNJURXQG DQG %DVLV Rl SUHSDUDWLRQ
%DFNJURXQG
YRUPDWLRQ RI ('2

(QHUJ\ '"HYHORSPHQW 2PDQ 6%$2& 3('2°" RU WKH 3&RPSDQ\" ZDV HVWDEOLVKH
WKH 6XOWDQDWH RI 2PDQ ('2 ZDV UHJLVWHUHG RQ '"HFHPEHU WKURX.
RZQHG VXEVLGLDU\ RI WKH *RYHUQPHQW RI WKH 6XOWDQDWH RI 2PDQ Wi
WRIJHWKHU ZLWK LWV VXEVLGLDULHY KHUHLQDIWHU UHIHUUHG WR DV pWKt&

7KH *URXS KDV WDNHQ RYHU WKH SDUWLFLSDWLQJ ULJKWYVY LOWHUHVWYV RI
I[URP WKH OLQLVWU\ RI (QHUJ\ DQG OLQHUDOV WKH 30R(0" %ORFN LV WI
VLIQLILFDQW RLO DQG JDV RSHUDWLRQ DQG FRYHUV D JHRJUDSKLF DUHD
ZKLFK LQFOXGHV D VXEVWDQWLDO SDUW RI WKH 2PDQ ORXQWDLQ )ROG EHO
*KDED DQG )DKXG VDOW EDVLQYV

7KH OR(OTV LOWHUHVW LQ 3HWUROHXP '"HYHORSPHQW 2PDQ //& 33'2° D
UHJLVWHUHG LQ WKH 6XOWDQDWH RI 2PDQ LQ DFFRUGDQFH ZLWK WKH &RPPF
DQG LQWHUHVW LQ *DV 2SHUDWLRQV ZHUH WUDQVIHUUHG WR WKH *URX

UHVSHFWLYHO\ DOVR UHIHUUHG WR DV WKH 35R\DO '"HFUHH" *DV 2SHU

3'2 LV UHVSRQVLEOH IRU WKH IROORZLQJ DFWLYLWLHV

L XQGHUWDNLQJ DOO SURMHFWY RSHUDWLRQV DQG DFWLYLWLHV GLUH
GHYHORSPHQW H[WUDFWLRQ WUDQVSRUWDWLRQ VWRUDJH DQG GHOL
WHUPV RI DQ 22LO &RQFHVVLRQ $JUHHPHQW  VHH EHORZ IRU %ORFN

LL XQGHUWDNLQJ DOO SURMHFWY RSHUDWLRQV DQG DFWLYLWLHV GLU|
GHYHORSPHQW H[WUDFWLRQ DQG WUDQVSRUWDWLRQ RI 1$* LQ DFFI
$JUHHPHQWV " VHH EHORZ EHWZHHQ WKH *RYHUQPHQW DQG 3'2 WKH 3*

$IWHU WKH IRUPDWLRQ RI (‘2 ('2 LQFRUSRUDWHG WKH IROORZLQJ ILYH VXE

t +\GURJHQ 2PDQ 63& 3+'2° RQ -XQH KDYLQJ FRPPHUFLDO UHJLVWUD
7KH REMHFWLYH RI +'2 LV WR VWUXFWXUH DQG DFFHOHUDWH Wk
K\GURJHQ VHFWRU LQ 2PDQ
t 2PDQ 1HZ (QHUJLHV 63& 321(" RQ 1RYHPEHU KDYLQJ FRPPHUFLDO
2Q0H LV LQFRUSRUDWHG WR H[SORUH IXWXUH SRZHU UHODWHG EXV
21( LV QRW RSHUDWLRQDO DQG QR WUDQVDFWLRQV DUH UHFRUGHG LQ L
t ('2 *DV 63& 3**DV&R° RQ -XQH KDYLQJ FRPPHUFLDO UHJLVWUDWLI
*DV&R KDV WDNHQ RYHU WKH SDUWLFLSDWLQJ ULJKW LQWHUHVW
IURP WKH (2 Z H I -XO\

t ('2 ,QIUD&R 63& 3,QIUD° RQ 'HFHPEHU KDYLQJ FRPPHUFLDO UHJLVW
$V Rl  'HFHPEHU ,QIUD LV QRW RSHUDWLRQDO DQG QR WUDQVDFWL
t 20 -XQH WKH &RPSDQ\ HVWDEOLVKHG (‘2 6XNXN /LPLWHG D VSt
LQFRUSRUDWHG LQ WKH &D\PDQ ,VODQGV ('2 6XNXN /LPLWHG ZDV HVWD|
*URXS E\ DFWLQJ DV LVVXHU DQG WUXVWHH RI WKH 6XNXN WUXVW FHUWL

8QGHU WKH )LVFDO 3URWRFRO ZKLFK DSSOLHV WR WKH *URXSYV VKDUH RI

WKH DSSOLFDELOLW\ Rl UR\DOWLHY DQG WD[HV XQGHU WKH SUH H[LVWLQJ ¢

DGGLWLRQDO DJUHHPHQWYV KDYH EHHQ HQWHUHG LQWR EHWZHHQ WKH

DJUHHPHQWY GHILQH WKH ILVFDO WHUPV DSSOLFDEOH WR WKH *URXSYTV UH

NH\ DJUHHPHQWY HQWHUHG EHWZHHQ WKH *RYHUQPHQW DQG WKH *URXS DI

X 2LO FRQFHVVLRQ DJUHHPHQW

X 2LO RSHUDWLQJ DJUHHPHQW

X 3'2 VKDUHKROGHUVY DJUHHPHQW

X WKH %ORFN *DV &RQFHVVLRQ $JUHHPHQW ZKLFK DSSOLHV WR 1RQ $
FRQGHQVDWH LQFOXGLQJ LWV UHODWHG WD[HV



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

%DFNJURXQG DQG %DVLV Rl SUHSDUDWLRQ FRQWLQXHG

%DFNJURXQG FRQWLQXHG
YRUPDWLRQ RI (‘2 FRQWLQXHG

WKH 2PDQ ([SRUW %OHQG VDOH DQG SXUFKDVH DJUHHPHQW DQG
WKH 1DWXUDO JDV VDOHYVY DJUHHPHQW

JLVFDO 3URWRFRO

X 6KDUHKROGHUYV EULGJH IDFLOLW\ DJUHHPHQW

2LO &RQFHVVLRO $JUHHPHQW

xX X X

7KH *RYHUQPHQW DQG 3ULYDWH 2LO +ROGLQJV 2PDQ /LPLWHG 332+2/° KDG
$JUHHPHQW IRU %ORFN HIIHFWLYH -DQXDU\ DQG H[SLULQJ RQ 'H
DJUHHPHQW 3'2 RSHUDWHG DV D FRVW FHQWUH ZKHUHLQ DOO FRVWV UHOI
LQFXUUHG 3'2 KDG QR HQWLWOHPHQW WR SURFHHGV IURP FUXGH RLO 7
333(°" UHODWLQJ WR WKH 2LO 2SHUDWLRQV ZHUH UHFRJQLVHG LQ WKH ER
RSHUDWLRQDO FRVWV DQG RWKHU FRVWV ZHUH IXQGHG E\ WKH *RYHU
VKDUHKROGHUVY FRQWULEXWLRQV 7KH 2LO &RQFHVVLRQ $JUHHPHQW LQF(
ZKLFK ZDV LQWHUQDOO\ FRQVXPHG E\ 3'2 DV SDUW RI WKH SURGXFWLRQ SU
7KH *RYHUQPHQW KDV QRYDWHG WKH 2LO &RQFHVVLRQ $JUHHPHQW LQ IC
YHEUXDU\

2LO 2SHUDWLOQJ $JUHHPHQW

7KH *RYHUQPHQW DQG 32+2/ DFWLQJ LQ WKHLU FDSDFLWLHV DV SDUWL
$JUHHPHQW DQG 3'2 DFWLQJ LQ LWV FDSDFLW\ DV WKH %ORFN RSHUL

DJUHHPHQW IRU %ORFN ZKLFK WRRN HIITHFW RQ -DQXDU\ WKH 32LO
2SHUDWLQJ $JUHHPHQW ZLOO UHPDLQ LQ HIIHFW IRU DV ORQJ DV WKH 2L
IRUFH 2Q 'HFHPEHU WKH *RYHUQPHQW WUDQVIHUUHG LWV ULJKWYV
2SHUDWLQJ $JUHHPHQW WR ('2 ZLWK HIIHFW IURP JHEUXDU\ LQ DFFRUC(

2SHUDWLQJ $JUHHPHQW

8QGHU WKH WHUPV RI WKH 2LO 2SHUDWLQJ $JUHHPHQW 3'2 LV DXWKRULVFE
RSHUDWLRQV XQGHU WKH WHUPV RI WKH 2LO &4RQFHVVLRQ $JUHHPHQW

3'2 6KDUHKROGHUVY $JUHHPHQW

7KH *RYHUQPHQW 3'2 6KHOO 7RWDO(QHUJLHV DQG 377(3 HQWHUHG LQWI
2PDQ //& VKDUHKROGHUVY DJUHHPHQW WKH 23'2 6KDUHKROGHUVY $JUHHP*F
$JUHHPHQW EHFDPH HIIHFWLYH RQ -DQXDU\ 2Q 'HFHPEHU WKH *
LWV ULJKWV DQG REOLJDWLRQV XQGHU WKH DJUHHPHQW WR (‘2 ZLWK HIIHF
ZLWK WKH WHUPV RI WKH 3'2 6KDUHKROGHUVY $JUHHPHQW

7KH SXUSRVH RI WKH 3'2 6KDUHKROGHUVY $JUHHPHQW LV WR UHJXODWH \
REOLJDWLRQV ZLWK UHVSHFW WR WKH PDQDJHPHQW DQG RSHUDWLRQ RI 3'

*DV $JUHHPHQWY DQG *DV &ROQFHVVLRQ $JUHHPHQWYV

,Q WKH FDSDFLW\ RI WKH PDQDJHU RI WKH *DV 2SHUDWLRQV 3'2 XQGHUW
DFWLYLWLHY GLUHFWO\ RU LQGLUHFWO\ UHODWHG WR WKH H[SORUDWLRQ

1$* LQ DFFRUGDQFH ZLWK WKH GLUHFWLRQV RI WKH *RYHUQPHQW 3'2 KDC
IURP WKH VDOH RI 1$* 7KH JDV VDOHV DJUHHPHQWY ZHUH HQWHUHG LQ
FXVWRPHUV 3'2 KDG QR RZQHUVKLS RI WKH 33( UHODWLQJ WR WKH *DV 2SH
RSHUDWLRQDO FRVWY DQG RWKHU FRVWY ZDV IXOO0\ IXQGHG E\ WKH *RYHU

7KH *RYHUQPHQW KDV JUDQWHG WKH *URXS WKH ULJKWV WR H[SORUH VHI
DQG VHOO 1%$* DQG &RQGHQVDWH LQ WKH *DV &RQFHVVLRQ $UHD LQ DFFRU
&RQFHVVLRQ $JUHHPHQW HIIHFWLYH 0D\ DQG H[SLULQJ RQ 'HFHPEHU
&RQFHVVLRQ $JUHHPHQW WKH *URXS KDV H[FOXVLYH RZQHUVKLS RI DOO 1
H[FOXVLYH RZQHUVKLS RI FRQGHQVDWH DQG H[FOXVLYH RZQHUVKLS RI DO
WHUPV RI WKLV *DV &RQFHVVLRQ $JUHHPHQW

2Q -X 0\ ('2 %RDUG DSSURYHG WKH DPHQGPHQW DQG QRYDWLRQ F
$JUHHPHQW DQG WKH 1$* VDOHV DJUHHPHQW DQG WKH WUDQVIHU WKHUHR
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

%DFNJURXQG DQG %DVLV Rl SUHSDUDWLRQ FRQWLQXHG
%DFNJURXQG FRQWLQXHG

YRUPDWLRQ RI ('2 FRQWLQXHG

2PDQ ([SRUW %OHQG 6DOH DQG 3XUFKDVH $JUHHPHQW

7KH *URXS KDV HQWHUHG LQWR DQ DJUHHPHQW ZLWK WKH *RYHUQPHQW IR
FUXGH RLO 2(% 8QGHU WKH WHUPV RI WKLV DJUHHPHQW WKH *URXS VK
FRQGHQVDWH SURGXFWLRQ WR WKH OR(0 RU GHVLJQDWHG OR(0 FXVWRPHL
WHUPLQDO RU DW WKH GHVLJQDWHG GHOLYHU\ SRLQW 7KH OR(0 PDLQWLE
FXVWRPHUV 7KH VDOH SULFH IRU 2(% LV VHW RXW LQ WKH UHOHYDQW RLC
DQG WKH OR(0fV FXVWRPHUV 7KH *URXS ZLOO GHOLYHU WKH 2(% WR WKH
YHVVHOfV SHUPDQHQW PDQLIROG IODQJH FRQQHFWLRQ

I1DWXUDO *DV 6DOHV $JUHHPHQW

7KH *URXS KDV HQWHUHG LQWR DQ DJUHHPHQW ZLWK WKH *RYHUQPHQW WR
*RYHUQPHQW DW DJUHHG IL[HG SULFHV IRU WKH ILUVW \HDUV RI WKH DJUH
HITHFWLYH 0D\ 7KH DJUHHG IL[HG SULFH SHU 00%78 IRU
86 86 86 86 DQG 86 UHVSHFWLYHO\ 3RVW WKH ILUV
SULFHV VKDOO EH GHWHUPLQHG IRU HDFK VXEVHTXHQW \HDU SHULRG DF
FDOFXODWLRQ PHWKRGRORJ\ DV GHILQHG LQ WKH DJUHHPHQW

JLVEDO 3URWRFRO

7KH *RYHUQPHQW KDV LVVXHG D ILVFDO JXLGHOLQH LQ UHODWLRQ WR WK
FRQFHVVLRQ DJUHHPHQW IRU %ORFN 7KLV JXLGHOLQH UHIHUUHG WR DV
GHWDLOHG LQIRUPDWLRQ RQ UR\DOWLHY DQG WD[HV UHODYDQW WR WKH *L

6KDUHKROGHUYY EULGJH IDFLOLW\ DJUHHPHQW

7KH *URXSTV IXQGLQJ SROLF\ UHTXLUHV %OREFN FDSLWDO FRVWV WR EH |
FDSDFLW\ RI ))2 )XQGV )URP 2SHUDWLRQV 'HEW RI DQG LL WKH UHPI
FDSLWDO FRVW WKURXJK %ORFN UHYHQXH

7KH *URXS 32%RUURZHU HQWHUHG LQWR D VKDUHKROGHU EULGJH IDFLC
$JUHHPHQW  RU *WKH EULGJH IDFLOLW\" ZLWK 7KH *RYHUQPHQW RI WKH 6X
OLQLVWU\ RI )LQDQFH 3**RYHUQPHQW  RU 3/HQGHU ~ 8QGHU WKLV DJUHHPHC
WKH *URXS D ILQDQFH IDFLOLW\ $Q\ DPRXQWV GUDZQ GRZQ SXUVXDQW WR
E\ ZD\ RI FDVK IXQGY WUDQVIHU RU WKURXJK 2IIVHWYV 2IIVHWV PHDQV DQ\ ¢
UDWKHU WKDQ EHLQJ SDLG E\ ZD\ RI D IXQGV WUDQVIHU LV VDWLVILHG S
RIIVHW DJUHHG E\ WKH 3DUWLHV DJDLQVW IXQGYV SD\DEOH E\ WKH %RUURZ}

,Q WKH PHHWLQJ KHOG RQ JHEUXDU\ WKH (2 %RDUG DSSURYHG WKH W
SDLG WR 02) DV D UHSD\PHQW RI WKH VKDUHKROGHU ORDQ EDODQFH UDWK

7KH %ORFN 2SHUDWLRQV

3ULRU WR WKH 3IRUPDWLRQ RI ('2° WKH 2LO DQG *DV 2SHUDWLRQV Rl %ORF
FRQGXFWHG E\ WKH OR(0 WKH OLQLVWU\ Rl )LQDQFH WKH 202)° DQG 3'2
EHWZHHQ WKH OR(O DQG 3ULYDWH 2LO +ROGLQJV 2PDQ /LPLWHG 332+2/

%DVLV RI 3BUHSDUDWLRQ

7KH *URXSYV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU WKH \HDU HQ
SUHSDUHG LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQ
,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGV %RDUG ,$6%
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

%DFNJURXQG DQG %DVLV Rl SUHSDUDWLRQ FRQWLQXHG
*RLQJ FRQFHUQ

ODQDJHPHQW KDV PDGH DQ DVVHVVPHQW RI WKH *URXS{fV DELOLW\ WR FR
VDWLVILHG WKDW WKH *URXS KDV WKH UHVRXUFHV WR FRQWLQXH LQ E
JXUWKHUPRUH WKH PDQDJHPHQW LV QRW DZDUH RI DQ\ PDWHULDO XQFHUW
XSRQ WKH *URXSTV DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ 7KHUHIR!
VWDWHPHQWY KDYH EHHQ SUHSDUHG RQ WKH JRLQJ FRQFHUQ EDVLYV

6LIQLILFDQW MXGJPHQWYV HVWLPDWHY DQG DVVXPSWLRQV

7KH SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY UHT
HYVWLPDWHYVY DQG DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWHG DPRXQWYV
OLDELOLWLHVY DQG WKH GLVFORVXUH RI FRQWLQJHQW OLDELOLWLHYV DW \
PDNH MXGJPHQWY HVWLPDWHY DQG DVVXPSWLRQV DERXW WKH FDUU\LQJ
DUH QRW UHDGLO\ DSSDUHQW IURP RWKHU VRXUFHV 7KH MXGJPHQWV HV
DUH EDVHG RQ KLVWRULFDO H[SHULHQFH DQG RWKHU IDFWRUV WKDW DU
HI[SHFWDWLRQV RI IXWXUH HYHQWY WKDW DUH EHOLHYHG WR EH UHDVRQD
WKH UHVXOWLQJ DFFRXQWLQJ HVWLPDWHY ZLOO E\ GHILQLWLRQ VHOGRI
HYWLPDWHY DQG DVVXPSWLRQV KDYH D VLJQLILFDQW ULVN RI FDXVLQJ D
DPRXQWV RI DVVHWY DQG RU OLDELOLWLHYVY LQ WKH IXWXUH SHULRGYV

(VWLPDWHVY DQG XQGHUO\LQJ DVVXPSWLRQV DUH UHYLHZHG RQ DQ RQJRL
HVWLPDWHY DUH UHFRJQLVHG LQ WKH SHULRG LQ ZKLFK WKH HVWLPDWHYV
DIIHFWHG

D -XGIJPHQWYV

,Q WKH SURFHVV RI DSSO\LQJ WKH DFFRXQWLQJ SROLFLHVY PDQDJHPHQW |
DSDUW IURP WKRVH LQYROYLQJ HVWLPDWLRQV ZKLFK KDYH WKH PRVW '
UHFRJQLVHG LQ WKH *URXSfV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

SHYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUV

7KH *URXS DSSOLHG WKH IROORZLQJ MXGJPHQWYV WKDW VLJQLILFDQWO\ DII|
WLPLQJ RI UHYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUV

,GHQWLI\LQJ SHUIRUPDQFH REOLJDWLRQV

$W LQFHSWLRQ RI WKH FRQWUDFW ZLWK FXVWRPHUV WKH *URXS DVVHVVHYV
LQ WKH FRQWUDFWY %DVHG RQ WKH DVVHVVPHQW WKH *URXS KDV FRQFO
SHUIRUPDQFH REOLJDWLRQ ZLWK UHVSHFW WR WKH VDOH RI FUXGH RLO FI
DUH QR RWKHU SHUIRUPDQFH REOLJDWLRQV RU EHQHILWY GHULYHG E\ WKH

'"HWHUPLQLQJ WKH WLPLQJ RI VDWLVIDFWLRQ RI SHUIRUPDQFH REOLJDWLRC

7KH *URXS UHFRJQLVH UHYHQXH ZKHQ RU DV LW VDWLVILHVY D SHUIRUPIL
SURPLVHG JRRG WR FXVWRPHUV $Q DVVHW LV WUDQVIHUUHG ZKHQ RU DV
DVVHW ZKLFK LV XSRQ GHOLYHU\ RI JRRGV 8QGHU WKH WHUPV RI H[LVWLQ.
WKDW VKLSSLQJ RU WUDQVSRUWDWLRQ VHUYLFHV DUH QRW EHLQJ SURY
SHUIRUPDQFH REOLJDWLRQ LV VDOH RI FUXGH RLO DQG SHWUROHXP SURGX

'"HWHUPLQLQJ WUDQVDFWLRQ SULFH DQG DOORFDWLRQ

7KH *URXS FRQVLGHUV WKH WHUPV RI WKH FRQWUDFW DQG LWV FXVWRPDU
WUDQVDFWLRQ SULFH 7KH WUDQVDFWLRQ SULFH LV WKH DPRXQW RI FRQV
EH HQWLWOHG LQ H[FKDQJH IRU WUDQVIHUULQJ SURPLVHG JRRGV WR D
FRQGHQVDWH DQG 1%$* LV WKH RQO\ SHUIRUPDQFH REOLJDWLRQ WKH HQWLI
RI WKH SURGXFW UHVSHFWLYHO\

BULQFLSDO YHUVXV DJHQW FRQVLGHUDWLRQV

7KH *URXS HQWHUVY LQWR FRQWUDFWYV ZLWK LWV FXVWRPHUV IRU VXSSO\ R
*URXS GHWHUPLQHG WKDW LW FRQWUROV WKH JRRGV EHIRUH WKH\ DUH W
DELOLW\ WR GLUHFW WKH XVH RI JRRGV RU REWDLQ EHQHILWY IURP WKH JF
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1IRWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

6LIQLILFDQW MXGJPHQWY HVWLPDWHVY DQG DVVXPSWLRQV FRQWLQXH
D -XGJPHQWVY FRQWLQXHG
5HYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUV FRQWLQXHG
3ULQFLSDO YHUVXV DJHQW FRQVLGHUDWLRQV FRQWLQXHG

WKH *URXS FRQWUROV WKH JRRGV EHIRUH WKH\ DUH EHLQJ WUDQVIHUUHG
GHWHUPLQHG WKDW LW LV D SULQFLSDO LQ DOO LWV UHYHQXH DUUDQJHPH

X 7KH *URXS LV SULPDULO\ UHVSRQVLEOH IRU IXOILOOLQJ WKH SURPLVF

X 7KH *URXS KDV LQYHQWRU\ ULVN EHIRUH WKH VSHFLILHG JRRGV KI
FXVWRPHUV

X 7KH *URXS KDV GLVFUHWLRQ LQ HVWDEOLVKLQJ WKH SULFH IRU WKH V

&RQVLGHUDWLRQ RI VLIJQLILFDQW ILQDQFLQJ FRPSRQHQW LQ D FRQWUDFW

8VLQJ WKH SUDFWLFDO H[SHGLHQW LQ ,)56 WKH *URXS GRHV QRW DC

FRQVLGHUDWLRQ IRU WKH HITHFWV RI D VLIJQLILFDQW ILQDQFLQJ FRPSRQHC
WKH SHULRG EHWZHHQ WKH WUDQVIHU RI WKH SURPLVHG JRRGV WR WKH F
IRU WKDW JRRGV ZLOO EH RQH \HDU RU OHVV 7KH *URXS FRQFOXGHG WK
FRPSRQHQW IRU WKRVH FRQWUDFWY ZKHUH WKH FXVWRPHU HOHFWYV WR SO
WLPH EHWZHHQ WKH FXVWRPHU V SD\PHQW DQG WKH WUDQVIHU RI JRRGV W

'"HWHUPLQLQJ WKH OHDVH WHUP RI FRQWUDFWY ZLWK UHQHZDO DQG WHUP/|
OHVVHH

ODQDIJHPHQW GHWHUPLQHV WKH OHDVH WHUP DV WKH QRQ FDQFHOODEOH
SHULRGY FRYHUHG E\ DQ RSWLRQ WR H[WHQG WKH OHDVH LI LW LV UHDVF
SHULRGY FRYHUHG E\ DQ RSWLRQ WR WHUPLQDWH WKH OHDVH LI LW LV UH
*URXS KDV OHDVH FRQWUDFWY WKDW LQFOXGH H[WHQVLRQ DQG WHUPLQ
MXGJPHQW LQ HYDOXDWLQJ ZKHWKHU LW LV UHDVRQDEO\ FHUWDLQ ZKHWK|
RU WHUPLQDWH WKH OHDVH 7KDW LV LW FRQVLGHUVY DOO UHOHYDQW IDFV
WR H[HUFLVH HLWKHU WKH UHQHZDO RU WHUPLQDWLRQ RSWLRQ $IWHU
UHDVVHVVHV WKH OHDVH WHUP LI WKHUH LV D VLIQLILFDQW HYHQW RU FK
FROQWURO DQG DIIHFWV LWV DELOLW\ WR H[HUFLVH RU QRW WR H[HUFLVH
FROQVWUXFWLRQ RI VLIQLILFDQW OHDVHKROG LPSURYHPHQWY RU VLJQLILFI

ODQDJHPHQW LQFOXGHG WKH UHQHZDO SHULRG DV SDUW RI WKH OHDVH Wt
ZHOO VHUYLFH XQLWV YHKLFOHY DQG FDUJR KDXODJH HTXLSPHQW ZLWK D
\HDUV 7KH *URXS W\SLFDOO\ H[HUFLVHV LWV RSWLRQ WR UHQHZ WKHVH Ol
H[SHULHQFH DQG WKH IXWXUH LQWHQWLRQ RI WKH PDQDJHPHQW WR FRQWL
RQ SURGXFWLRQ LI D UHSODFHPHQW DVVHW LV QRW UHDGLO\ DYDLODEOH
SURGXFWLRQ IDFLOLWLHV IRU H[DPSOH ULJV KRLVWV YHKLFOHV DQG ZHO¢
OHDVH SHULRGV L H ! \HDUV DUH QRW LQFOXGHG DV SDUW RI WKH OHD
FHUWDLQ WR EH H[HUFLVHG ODQDJHPHQW KDV FRQVLGHUHG DQG HYDOX
GHWHUPLQLQJ QRW WR HPEUDFH WKH H[WHQVLRQ RSWLRQV EH\RQG WKH R
x PDQDJHPHQWY{V ORQJ WHUP VWUDWHJ\ LV WR UH WHQGHU ULJ FRQWUDFYV
ZKHUHYHU SRVVLEOH
X WKH HFRQRPLF EHQHILW IRU FRQWLQXLQJ ZLWK WKH VDPH VXSSOLHU VI
QRW UHDVRQDEO\ FHUWDLQ WR H[HUFLVH WKH H[WHQVLRQ RSWLRQ GXH
WKH PDUNHW ZKR DUH H[SHFWHG WR RIIHU FRPSHWLWLYH SULFHV ZKLFK
X WKH H[SHFWHG FKDQJHV LQ WHFKQRORJLHV LQ WKH HQVXLQJ ILYH \HDUV
X 1HZ WHFKQRORJLHY LQ WKH PDUNHW DQG VWUDWHILF VWXGLHV ZRXOG
OHDVHYV
'LWK UHIHUHQFH WR FHUWDLQ GULOOLQJ HTXLSPHQW KXE RIILFHV HOHFW
UHODWLQJ WR ULJV DQG KRLVWV WKHVH FRQWUDFWV DUH OHVV WKDQ
PDQDJHPHQW LV RI WKH YLHZ WKDW PRVW Rl WKH H[WHQVLRQ RSWLRQV PD
UHSODFH WKHVH DVVHWVY ZLWKRXW VLJQLILFDQW FRVW RU EXVLQHVV GLVI
LQFOXGHG LQ WKH OHDVH OLDELOLWLHV
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

6LJQLILFDQW MXGJPHQWV HVWLPDWHV DQG DVVXPSWLRQV FRQWLQXH
D -XGJPHQWV FRQWLQXHG

'"HWHUPLQLQJ WKH OHDVH WHUP RI FRQWUDFWY ZLWK UHQHZDO DQG WHUP/|
OHVVHH FRQWLQXHG

JXUWKHUPRUH WKH SHULRGV FRYHUHG E\ WHUPLQDWLRQ RSWLRQV DUH L
ZKHQ WKH\ DUH UHDVRQDEO\ FHUWDLQ QRW WR EH H[HUFLVHG 7KH OHDVI
DFWXDOO\ H{HUFLVHG RU QRW H[HUFLVHG RU WKH *URXS EHFRPHV REOLJH
DVVHVVPHQW RI UHDVRQDEOH FHUWDLQW\ LV RQO\ UHYLVHG LI D VLJQLIL
FLUFXPVWDQFHYVY RFFXUV ZKLFK DIITHFWV WKLV DVVHVVPHQW DQG WKDW L\

,GHQWLILFDWLRQ Rl QRQ OHDVH FRPSRQHQWYV

,Q DGGLWLRQ WR FRQWDLQLQJ D OHDVH WKH *URXSYV VHUYLFH DUUDQ.
LQFOXGLQJ SHUVRQQHO FRVW PDLQWHQDQFH SURGXFWLRQ UHODWHG D
FRQVLGHUHG WR EH QRQ OHDVH FRPSRQHQWY DQG WKH *URXS KDV GHFLGH
FRPSRQHQWYV -XGJPHQW LV UHTXLUHG WR LGHQWLI\ WKHVH 7KH FRQVLGHL
EHWZHHQ WKH OHDVH DQG QRQ OHDVH FRPSRQHQWY RQ D UHODWLYH VWDC
*URXS WR HVWLPDWH VWDQG DORQH SULFHV IRU HDFK OHDVH DQG QRQ OHL

$FFRXQWLQJ IRU OHDVHVY DQG MRLQW RSHUDWLRQV

:KHUH WKH *URXS SDUWLFLSDWHY LQ D MRLQW RSHUDWLRQ GHWHUPLQLQ
PHDVXUH D OHDVH REOLJDWLRQ LQYROYHV MXGJPHQW DQG UHTXLUHV LGH
UHVSRQVLELOLW\ IRU WKH OHDVH REOLJDWLRQV HOQOWHUHG LQWR LQ UHOD\
WKH MRLQW RSHUDWLRQ LQFOXGLQJ DOO SDUWLHV WR WKDW DUUDQJHPH
LGHQWLILHG DVVHW DQG DOO SDUWLHV KDYH D OHJDO REOLJDWLRQ WR P
HDFK MRLQW RSHUDWLRQ SDUWLFLSDQW ZRXOG UHFRJQLVH LWV SURSRUWIL
7KLV DVVHVVPHQW ZRXOG EH EDVHG RQ WKH WHUPV DQG FRQGLWLRQV RI F
QRW KDYH DQ\ GLUHFW SULPDU\ OHJDO REOLJDWLRQ WR SD\ WKH WKLUG ¢
7TKHUHIRUH WKH *URXS KDV UHFRJQLVHG RQO\ LWV VKDUH RI OHDVH OLDEL
XVH DVVHWYV

,GHOQWLI\LQJ LQ VXEVWDQFH IL[HG UDWHYV YHUVXYVY YDULDEOH OHDVH SD\PH!

7KH OHDVH SD\PHQWV XVHG WR FDOFXODWH WKH OHDVH UHODWHG EDOL
SD\PHQWV LQ VXEVWDQFH IL[HG SD\PHQWY DQG YDULDEOH SD\PHQWV ED\
SD\PHQWYV QRW EDVHG RQ DQ LQGH[ RU UDWH DUH H[FOXGHG IURP WKH PH
UHODWHG DVVHWV )RU VRPH RI WKH *URXSYV GULOOLQJ ULJ FRQWUDFWYV
DUH SD\PHQWVY WKDW DUH FRQWUDFWXDOO\ GHVFULEHG DV YDULDEOH EXW
WKH FRQWUDFW WHUPV UHTXLUH WKH SD\PHQW RI D IL[HG DPRXQW WKDW
H[SUHVVHG DV D UDWH SDLG IRU HDFK RSHUDWLQJ GD\ KRXU RU IUDFWLRQ
RQ ZKHQ DQG KRZ WKH DVVHW LV EHLQJ XVHG 7KHUHIRUH WKH PDQDJHPH
LGHQWLI\ LQ VXEVWDQFH IL[HG SD\PHQWYV LQFOXGHG LQ WKH OHDVH SD\PHQ
EDODQFHV 2WKHU SD\PHQWV LGHQWLILHG DV YDULDEOH QRW EDVHG RQ
UHFRJQLWLRQ DQG PHDVXUHPHQW Rl WKH OHDVH UHODWHG EDODQFHV 0L
WKHUH LV YDULDELOLW\ LQ WKH SULFLQJ WKHUH LV D PLQLPXP UDWH ZKLF
LW ZRXOG SD\ ZKLOH WKH DVVHW LV DYDLODEOH IRU LWV XVH ZKLFK LV W]
PDLQWHQDQFH DQG LQFOHPHQW ZHDWKHU UDWHV GR QRW UHSUHVHQW WK
ZKHQ WKH DVVHW LV QRW DYDLODEOH IRU XVH 7KH DGGLWLRQDO IXOO R:
SD\PHQWYV

YXQFWLRQDO FXUUHQF\

7KH IXQFWLRQDO FXUUHQF\ IRU WKH *URXS LV WKH FXUUHQF\ RI WKH SULI
WKH *URXS RSHUDWHV 7KH IXQFWLRQDO FXUUHQF\ Rl WKH *URXS LV WKH
IXQFWLRQDO FXUUHQF\ PD\ LQYROYH FHUWDLQ MXGJPHQWY WR LGHQWLI\
ZKLFK WKH *URXS RSHUDWHYV 7KLV LQFOXGHV FRQVLGHUDWLRQ RI WKH FX
WKH FRXQWU\ ZKRVH FRPSHWLWLYH IRUFHV DQG UHJXODWLRQV PDLQO\ GHYV
WKH FXUUHQF\ ZKLFK LQIOXHQFHV WKH ODERXU PDWHULDOV DQG RWKHU
GLIIHU
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

6LJQLILFDQW MXGJPHQWV HVWLPDWHV DQG DVVXPSWLRQV FRQWLQXH
D -XGJPHQWV FRQWLQXHG

YXQFWLRQDO FRRIQUMIQFXHG

ODQDJHPHQW FRQVLGHUV 86 WR EH WKH FXUUHQF\ WKDW PRVW IDLWKIXO
WKH XQGHUO\LQJ WUDQVDFWLRQV HYHQWYV DQG FRQGLWLRQV 86 LV WKH
LWV SHUIRUPDQFH DQG UHSRUWYV LWV UHVXOWV DV ZHOO DV WKH FXUUH
OR(O

(ISORUDWLRQ DQG HYDOXDWLRQ H[SHQGLWXUH

7KH DSSOLFDWLRQ RI WKH WKH *URXSTVY DFFRXQWLQJ SROLF\ IRU H[SORUDW
MXGJPHQW WR GHWHUPLQH ZKHWKHU IXWXUH HFRQRPLF EHQHILWY DUH OL
ZKHWKHU DFWLYLWLHY KDYH QRW UHDFKHG D VWDJH ZKLFK SHUPLWYV D UH|
RI UHVHUYHYVY 7KH GHWHUPLQDWLRQ RI UHVHUYHYV DQG UHVRXUFHV LV L
LQYROYHYV YDU\LQJ GHJUHHV RI XQFHUWDLQW\ GHSHQGLQJ RQ KRZ WKH
HYWLPDWHY KDYH D GLUHFW LPSDFW RQ ZKHQ WKH *URXS GHIHUV H[SORUD

$VVHVVPHQW RI FRQWLQJHQFLHY DQG FODLPV

,Q WKH RUGLQDU\ FRXUVH RI EXVLQHVVY WKH *URXS LV VXEMHFW WR D QX
OLWLIJDWLRQ DQG FODLPV EURXJKW E\ SULYDWH SDUWLHV LQFOXGLQJ FRC
RI WKH *URXS FRQWLQXH IURP WLPH WR WLPH WR EH DIIHFWHG WR YDU\LQ
DQG UHIJIXODWRU\ GHYHORSPHQWY LQFOXGLQJ WKRVH UHODWLQJ WR WK
LQGLIJHQRXV JURXSV LQ WKH FOXVWHUV LQ ZKLFK LW RSHUDWHYV 7KH LQG:
DOVR VXEMHFW WR SK\VWLFDO ULVNV RI YDULRXV W\SHV 7KH QDWXUH DQG
HYHQWY DV ZHOO DV WKHLU HIIHFW RQ IXWXUH RSHUDWLRQV DQG FRVWYV
DUH QRW H[SHFWHG WR KDYH D PDWHULDO LPSDFW RQ WKH *URXS QR DVV)

E (VWLPDWHY DQG DVVXPSWLRQV

7KH SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV LQ
PDQDJHPHQW PDNH HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW WKH DP]
ILQDQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ QRWHV $FWXDO UHVXOWYV FF

7KH NH\ DVVXPSWLRQV FRQFHUQLQJ WKH IXWXUH DQG RWKHU NH\ VRXUFH
UHSRUWLQJ GDWH WKDW KDYH D VLJQLILFDQW ULVN RI FDXVLQJ D PDWHUL
DVVHWY DQG OLDELOLWLHV ZLWKLQ WKH QH[W ILQDQFLDO \HDU DUH Gt¥t
DVVXPSWLRQV DQG HVWLPDWHY RQ SDUDPHWHUYV DYDLODEOH ZKHQ WKH FR
SUHSDUHG +RZHYHU H[LVWLQJ FLUFXPVWDQFHYVY DQG DVVXPSWLRQV DERX\
GXH WR PDUNHW FKDQJHV RU FLUFXPVWDQFHYV DULVLQJ EH\RQG WKH FRQW
UHIOHFWHG LQ WKH DVVXPSWLRQV ZKHQ WKH\ RFFXU

8QFHUWDLQW\ DERXW WKHVH DVVXPSWLRQV DQG HVWLPDWHY FRXOG UHVX
DGMXVWPHQW WR WKH FDUU\LQJ DPRXQW RI DVVHWY RU OLDELOLWLHYV DIIH

BURYHG K\GURFDUERQ UHVHUYH DQG UHVRXUFH HVWLPDWHYV

7KH GHWHUPLQDWLRQ RI WKH *URXSfV UHVHUYHV UHTXLUHYV VLJQLILFDQW (
EH DSSOLHG +\GURFDUERQ UHVHUYHV DUH HVWLPDWHV RI WKH PHDVXU
HFRQRPLFDOO\ DQG OHJDOO\ HIWUDFWHG IURP WKH *URXSTV RLO DQG JDV

ODQDIJHPHQW HVWLPDWHYV WKH K\GURFDUERQ UHVHUYHV DFFRUGLQJ WR Wtk
5HVRXUFH 9ROXPH &ODVVLILFDWLRQ (VWLPDWLRQ DQG 5HSRUWLQJ &3

*URXS FRPSOLHV ZLWK UXOHV VHW E\ WKH 6HFXULW\ DQG ([FKDQJH &RPF
FDOFXODWLRQ RI 1$* SULFHV ZKLFK LV EDVHG RQ WKH PDQDJHPHQWTYV I
FRPSOLHV ZLWK WKH SULQFLSOHV FRQWDLQHG LQ WKH 3HWUROHXP 5HVR
IUDPHZRUN DV LVVXHG E\ WKH 6RFLHW\ RI 3HWUROHXP (QJLQHHUV 63(
FODVVLILFDWLRQ LV VHW LQ FROQMXQFWLRQ ZLWK WKH LQGXVWULDO VWDQ((
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

6LIJQLILFDQW MXGJPHQWYVY HVWLPDWHY DQG DVVXPSWLRQV FRQWLQXH
E (VWLPDWHY DQG DVVXPSWLRQV FRQWLQXHG

BURYHG K\GURFDUERQ UHVHUYH DQG UHVRXUFH HVWLPDWHY FRQWLQXHG

ODQDIJHPHQW HVWLPDWHV LWV FRPPHUFLDO UHVHUYHV DQG UHVRXUFHV E
DSSURSULDWHO\ TXDOLILHG SHUVRQV UHODWLQJ WR WKH JHRORJLFDO DQG
DQG JUDGH RI WKH K\GURFDUERQ ERG\ DQG VXLWDEOH SURGXFWLRQ WHFKQ
UHVHUYHY DUH GHWHUPLQHG XVLQJ HVWLPDWHY RI RLO DQG JDV LQ SODFH
SULFHY WKH ODWWHU KDYLQJ DQ LPSDFW RQ WKH WRWDO DPRXQW RI UHF
WKH JURVV UHVHUYHV WKDW DUH DWWULEXWDEOH WR SULYDWH VKDUHKR
)XWXUH GHYHORSPHQW FRVWY DUH HVWLPDWHG XVLQJ DVVXPSWLRQV DV
SURGXFH WKH FRPPHUFLDO UHVHUYHV WKH FRVW RI VXFK ZHOOV DQG DVVF
FDSLWDO FRVWY 7KHVH DUH UHJXODUO\ UHYLHZHG DQG XSGDWHG

)XWXUH FRPPRGLW\ SULFH DVVXPSWLRQV WHQG WR EH VWDEOH EHFDXVH PI
WHUP LQFUHDVHYVY RU GHFUHDVHV LQ SULFHV DV EHLQJ LQGLFDWLYH RI ORC
VXEMHFW WR FKDQJH ([SHFWHG SURGXFWLRQ YROXPHV ZKLFK FRPSULVH
GHSUHFLDWLRQ FDOFXODWLRQ RI SURGXFWLRQ ZHOOV DQG IDFLOLWLHV $

HYWLPDWHY DUH LQKHUHQWO\ LPSUHFLVH )RU WKH ORQJ WHUP %UHC
HYWLPDWLRQ RI FRPPHUFLDO UHVHUYHV LV 86 EEO 86 EEO
SULFH DVVXPSWLRQ XVHG LQ WKH HVWLPDWLRQ RI FRPPHUFLDO UHVHUYHYV
VDOHY DJUHHPHQWY YDOLG WLOO WKH HQG RI DQG WKH PDQDJHPHQW'

HQG RI FRQFHVVLRQ SHULRG $V WKH HFRQRPLF DVVXPSWLRQV XVHG P

JHRORJLFDO LQIRUPDWLRQ LV REWDLQHG GXULQJ WKH RSHUDWLRQ RI D FO

PD\ FKDQJH 6XFK FKDQJHV PD\ LPSDFW WKH *URXS{fV UHSRUWHG FRQVRC

UHVXOWYV ZKLFK LQFOXGH

X 7KH FDUU\LQJ YDOXH RI SURSHUW\ SODQW DQG HTXLSPHQW GXH WR FKD
DQG GHSUHFLDWLRQ

X '"HSUHFLDWLRQ GHSOHWLRQ DQG DPRUWLVDWLRQ FKDUJHV LQ WKH FRQV
RWKHU FRPSUHKHQVLYH LQFRPH PD\ FKDQJH ZKHUH VXFK FKDUJHV DUH
BURGXFWLRQ 823 PHWKRG RU ZKHUH WKH XVHIXO OLIH RI WKH UHODWH

X B3URYLVLRQV IRU GHFRPPLVVLRQLQJ PD\ UHTXLUH UHYLVLRQ 2 ZKHUH FKD(
HISHFWDWLRQV DERXW ZKHQ VXFK DFWLYLWLHV ZLOO RFFXU DQG WKH DV

'HSUHFLDWLRQ GHSOHWLRQ DQG DPRUWLVDWLRQ 8QLW 21 3URGXFWLRQ 8

3URSHUW\ SODQW DQG HTXLSPHQW UHODWHG WR K\GURFDUERQ SURGXFWL
RI SURGXFWLRQ EDVLVY RYHU WKH SURYHG GHYHORSHG RLO DQG JDV UHVH
WKDQ DVVHWYV ZKRVH XVHIXO OLYHV GLIIHU IURP WKH OLIHWLPH RI WKH FO
VWUDLJKW OLQH PHWKRG 7KLV UHVXOWV LQ D GHSUHFLDWLRQ FKDUJH

DQWLFLSDWHG UHPDLQLQJ SURGXFWLRQ IURP WKH FOXVWHU )RU WKH SX
PDQDJHPHQW XVHV WKH 6(& PDQGDWHG \HDUO\ DYHUDJH RLO SULFHV DQG
IL[HG JDV SULFHV <HDUO\ DYHUDJH RLO SULFHV DQG WKH IL[HG JDV SULFH
SURYHG UHVHUYHV (VWLPDWHV RI SURYHG UHVHUYHV DUH LQKHUHQWO\ |
MXGJPHQW DQG DUH VXEMHFW WR UHJXODU UHYLVLRQ HLWKHU XSZDUG R!
LQFOXGLQJ GHWDLOV UHODWLQJ WR WKH GULOOLQJ RI DGGLWLRQDO ZHC
SHUIRUPDQFH XQGHU SURGXFLQJ FRQGLWLRQV DQG WKH FKDQJHV LQ HFRC
SULFHV XQIRUHVHHQ RSHUDWLRQDO LVVXHV FRQWUDFW WHUPV OHJLVOD

&KDQJHV WR HVWLPDWHV RI SURYHG GHYHORSHG UHVHUYHV DIIHFW SURVS
GHSOHWLRQ DQG DPRUWLVDWLRQ FKDUJHG DQG FRQVHTXHQWO\ WKH FDUL
OLIH RI HDFK LWHP ZKLFK LV DVVHVVHG DW OHDVW DQQXDOO\ KDV UHJDUC
SUHVHQW DVVHVVPHQWY RI HFRQRPLFDOO\ UHFRYHUDEOH UHVHUYHV RI WK
7KH FDOFXODWLRQ RI WKH 823 UDWH RI GHSUHFLDWLRQ ZLOO EH LPSDFWH(
WKH IXWXUH LV GLITHUHQW IURP FXUUHQW IRUHFDVW SURGXFWLRQ EDVHG
HI[SHQGLWXUH HVWLPDWHY FKDQJH
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

6LJQLILFDQW MXGJPHQWV HVWLPDWHV DQG DVVXPSWLRQV FRQWLQXH
E (VWLPDWHY DQG DVVXPSWLRQV FRQWLQXHG
'HYHORSPHQW H[SORUDWLRQ DQG HYDOXDWLRQ H[SHQGLWXUH

([ISHQGLWXUH RQ WKH FRQVWUXFWLRQ LQVWDOODWLRQ DQG FRPSOHWL
SODWIRUPV SLSHOLQHV DQG WKH GULOOLQJ RI GHYHORSPHQW ZHOOV L¢
SURSHUW\ SODQW DQG HTXLSPHQW DQG LV GHSUHFLDWHG IURP WKH FF
FDSLWDOLVDWLRQ SROLF\ UHTXLUHV PDQDJHPHQW WR PDNH FHUWDLQ HVYV
HYHQWY DQG FLUFXPVWDQFHV LQ SDUWLFXODU ZKHWKHU DQ HFRQRPLFD!
HVWDEOLVKHG &RVW LQFXUUHG RQ XQVXFFHVVIXO GHYHORSPHQW RU GHOI

6LIJQLILFDQW HVWLPDWHY DQG DVVXPSWLRQV DUH UHTXLUHG WR GHWHUPL
WR FDUU\ FRVWYVY DVVRFLDWHG ZLWK H[SORUDWLRQ ZHOOV DQG H[SORUDW
EDODQFH VKHHW 7KLV LQFOXGHV FRVWV UHODWLQJ WR H[SORUDWLRQ
JHRSK\VLFDO RU RWKHU UHODWHG FRVWV W LV QRW XQXVXDO WR KDYH VX
VKHHW ZKLOH DGGLWLRQDO DSSUDLVDO GULOOLQJ DQG VHLVPLF ZRUN RQ !
SHUIRUPHG RU ZKLOH WKH RSWLPXP GHYHORSPHQW SODQV DQG WLPLQJ DU
FRVWY DUH SDUW RI WKH FOXVWHU WKDW DUH SURGXFLQJ GHYHORSHG SHW

7KH FRVWY DUH FDUULHG EDVHG RQ WKH FXUUHQW UHJXODWRU\ DQG SROL\
WR WKDW HQYLURQPHQW $00 VXFK FDUULHG FRVWV DUH VXEMHFW WHF
PDQDJHPHQW UHYLHZ RQ DW OHDVW DQ DQQXDO EDVLV WR FRQILUP WKH FR
HI[WUDFW YDOXH IURP WKH GLVFRYHU\ 7KHVH FRVWV DUH LQFXUUHG RQ V
PDQDJHPHQW HVWLPDWHVY WKDW WKH WHFKQLFDO IHDVLELOLW\ DQG FRPP
UHVRXUFH DUH GHPRQVWUDEOH 7KH FDUU\LQJ DPRXQW RI FDSLWDOLVHG F
SODQW DQG HTXLSPHQW XQGHU SURGXFLQJ DVVHWYV

'HFRPPLVVLRQLQJ DEDQGRQPHQW SURYLVLRQ

/ILDELOLWLHV IRU GHFRPPLVVLRQLQJ FRVWY DUH UHFRJQLVHG ZKHQ WKH *
DEDQGRQ D ZHOO GLVPDQWOH DQG UHPRYH D IDFLOLW\ RU DQ LWHP RI SOI
ORFDWHG DQG ZKHQ D UHOLDEOH HVWLPDWH RI WKDW OLDELOLW\ FDQ EI
LQFXUUHG E\ WKH *URXS DW WKH HQG RI WKH RSHUDWLQJ OLIH RI VRPH RI
7KH *URXS DVVHVVHV LWV GHFRPPLVVLRQLQJ SURYLVLRQ DW HDFK U]
GHFRPPLVVLRQLQJ FRVWY DUH XQFHUWDLQ DQG FRVW HVWLPDWHYV FDQ 1
LQFOXGLQJ FKDQJHV WR UHOHYDQW OHJDO UHTXLUHPHQWY HVWLPDWHYV RI
DFWLYLWLHY WKH HPHUJHQFH RI QHZ UHVWRUDWLRQ WHFKQLTXHV RU H[S
GLVFRXQW UDWH XVHG IRU FRPSXWLQJ WKH DEDQGRQPHQW SURYLVLRQ IRU

'"HFHPEHU ZKLFK LV EDVHG RQ ORQJ GDWHG 2PDQ JRYHURQF

7KH SURYLVLRQ IRU WKH FRVWV RI GHFRPPLVVLRQLQJ ZHOOV SURGXFWLR(
WKHLU HFRQRPLF OLYHV LV HVWLPDWHG XVLQJ H[LVWLQJ WHFKQRORJ\ DW
WLPLQJ RI WKH DFWLYLW\ DQG GLVFRXQWHG XVLQJ WKH QRPLQDO GLVFRX
DQG DVVXPSWLRQV DUH PDGH LQ GHWHUPLQLQJ WKH SURYLVLRQ IRU GHFRI
EH VLIQLILFDQW DGMXVWPHQWYV WR WKH SURYLVLRQV HVWDEOLVKHG ZKLF}

(I WHUQDO YDOXHUV PD\ EH XVHG WR DVVLVW ZLWK WKH DVVHVVPHQW RI |
LQYROYHPHQW RI HIWHUQDO YDOXHUV LV GHWHUPLQHG RQ D FDVH E\ FDVH
DV WKH H[SHFWHG JURVV FRVW RU WLPLQJ RI DEDQGRQPHQW 6HOHFWLRC
UHSXWDWLRQ LQGHSHQGHQFH DQG ZKHWKHU SURIHVVLRQDO VWDQGDUGYV
UHSRUWLQJ GDWH UHSUHVHQWY PDQDJHPHQWfV EHVW HVWLPDWH RI V

GHFRPPLVVLRQLQJ FRVWV UHTXLUHG §$ FKDQJH LQ WKH QRPLQDO GL
*URXSTV SURYLVLRQV E\ DSSUR[LPDWHO\ 86 1] 86 1]
LQ WKH QRPLQDO GLVFRXQW UDWH FRXOG LQFUHDVH WKH *URXSTV SURYL

M 86 u $ WZR \HDU FKDQJH LQ WKH WLPLQJ RI H[SHFWHG |
HI[SHQGLWXUHYV GRHVY QRW KDYH D PDWHULDO LPSDFW RQ WKH YDOXH RI WK
ODQDIJHPHQW GRHV QRW FRQVLGHU D FKDQJH RI JUHDWHU WKDQ WZR \HDUV
WKH QH[W ILQDQFLDO \HDU RU DV D UHVXOW RI FKDQJHV LQ WKH ORQJHU W
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

6LIQLILFDQW MXGJPHQWY HVWLPDWHY DQG DVVXPSWLRQV FRQWLQXH
E (VWLPDWHY DQG DVVXPSWLRQV FRQWLQXHG
3URYLVLRQ IRU H[SHFWHG FUHGLW ORVVHV RI ILQDQFLDO DVVHWYV
'XH IURP UHODWHG SDUWLHY RWKHU UHFHLYDEOHY DQG RWKHU DVVHWYV

JRU WKHVH FDWHJRULHV RI DVVHWYVY PDQDJHPHQW DSSOLHV D JHQHUDO D:
DUH EDVHG RQ WKH GLIITHUHQFH EHWZHHQ WKH FRQWUDFWXDO FDVK IORZ\
DQG DOO WKH FDVK IORZV WKDW WKH *URXS H[SHFWV WR UHFHLYH 7KH
DSSUR[LPDWLRQ WR WKH DVVHW{V RULJLQDO HIIHFWLYH LQWHUHVW UDWH
FUHGLW H[SRVXUHV IRU ZKLFK WKHUH KDV QRW EHHQ D VLIJQLILFDQW LQFUH
(&/V DUH SURYLGHG IRU FUHGLW ORVVHVY WKDW UHVXOW IURP GHIDXOW HYF}
PRQWKYV D PRQWK (&/ )RU WKRVH FUHGLW H[SRVXUHV IRU ZKLFK WKHUH
LQ FUHGLW ULVN VLQFH LQLWLDO UHFRJQLWLRQ D ORVV DOORZDQFH LV U
UHPDLQLQJ OLIH RI WKH H[SRVXUH LUUHVSHFWLYH RI WKH WLPLQJ RI WKH

7KH DVVHVVPHQW RI WKH FRUUHODWLRQ EHWZHHQ KLVWRULFDO REVHUY
FRQGLWLRQV DQG (&/V LV D VLIQLILFDQW HVWLPDWH 7KH DPRXQW RI (.
FLUFXPVWDQFHY DQG RI IRUHFDVW HFRQRPLF FRQGLWLRQV :KHQ GHWHUF
ILQDQFLDO DVVHW KDV LQFUHDVHG VLJQLILFDQWO\ VLQFH LQLWLDO UHFRJC
FRQVLGHUV UHDVRQDEOH DQG VXSSRUWDEOH LQIRUPDWLRQ WKDW LV UHOFt
HITRUW 7KLV LQFOXGHYVY ERWK TXDQWLWDWLYH DQG TXDOLWDWLYH LQIRUPI

KLVWRULFDO H[SHULHQFH DQG LQIRUPHG FUHGLW DVVHVVPHQW WKDW LQ
*URXSTV KLVWRULFDO FUHGLW ORVV H[SHULHQFH DQG IRUHFDVW RI HFR
UHSUHVHOQWDWLYH RI FXVWRPHU V DFWXDO GHIDXOW LQ WKH IXWXUH

,PSDLUPHQW RI LQYHQWRULHYV

,QYHOWRULHY DUH KHOG DW WKH ORZHU RI FRVW DQG QHW UHDOLVDEOH
REVROHWH DQ HVWLPDWH LV PDGH RI WKHLU QHW UHDOLVDEOH YDOXH )
HVWLPDWLRQ LV SHUIRUPHG RQ DQ LQGLYLGXDO EDVLV $PRXQWV ZKLFK DU
DUH ROG RU REVROHWH DUH DVVHVVHG FROOHFWLYHO\ DQG D SURYLVLRQ
DQG WKH GHJUHH RI DJHLQJ RU REVROHVFHQFH EDVHG RQ KLVWRULFDO
VLIQLILFDQW MXGJPHQW UHODWHG WR WKH YDOXDWLRQ RI LQYHQWRULHYV
RFFXUUHG EHWZHHQ SK\VLFDO LQYHQWRU\ FRXQWYVY 7KHVH MXGJPHQWYV
FLUFXPVWDQFHY SURGXFH YDU\LQJ ILQDQFLDO UHVXOWYV

$Q\ GLIITHUHQFH EHWZHHQ WKH DPRXQWY DFWXDOO\ UHDOLVHG LQ IXWXUH
EH UHFRJQLVHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVYV

/[HDVHV (VWLPDWLQJ WKH LQFUHPHQWDO ERUURZLQJ UDWH

ODQDJHPHQW FDQQRW UHDGLO\ GHWHUPLQH WKH LQWHUHVW UDWH LPSOL
UHOHYDQW LQFUHPHQWDO ERUURZLQJ UDWH 3,%5" WR PHDVXUH OHDVH Ol
WKDW WKH *URXS ZRXOG KDYH WR SD\ WR ERUURZ RYHU D VLPLODU WHUP

QHFHVVDU\ WR REWDLQ DQ DVVHW RI D VLPLODU YDOXH WR WKH ULJKW
HOQYLURQPHQW 7KH ,%5 WKHUHIRUH UHIOHFWY ZKDW WKH *URXS ZRXOG KI
ZKHQ QR REVHUYDEOH UDWHY DUH DYDLODEOH DQG WR PDNH DGMXVWPHQW
WKH OHDVH ODQDJHPHQW HVWLPDWHYVY WKH ,%5 XVLQJ REVHUYDEOH LQSXW)
DYDLODEOH DQG LV UHTXLUHG WR FRQVLGHU FHUWDLQ FRQWUDFW DQG HQ'

(VWLPDWHG XVHIXO OLYHV RI SURSHUW\ SODQW DQG HTXLSPHQW H[FO)
IDFLOLWLHY VWUDLJKW OLQH PHWKRG

ODQDIJHPHQW GHWHUPLQHV WKH HVWLPDWHG XVHIXO OLYHV RI SURSHUW\
GHSUHFLDWLRQ 7KH FRVW RI SURSHUW\ SODQW DQG HTXLSPHQW LV GHSU
ZKLFK LV EDVHG RQ WKH H[SHFWHG XVDJH RI WKH DVVHW H[SHFWHG SK\VL
DQG PDLOQWHQDQFH SURJUDP DQG WKH UHVLGXDO YDOXH ODQDJHPHQW UH
SURSHUW\ SODQW DQG HTXLSPHQW DW WKH HQG RI HDFK DQQXDO UHSRU\
UHVLGXDO YDOXH DW WKH HQG RI HDFK UHSRUWLQJ SHULRG DQG FKDQJHV
PDQDJHPHQW EHOLHYHV WKDW WKH UHVLGXDO YDOXH RI WKH OLQH ILOO L\
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

6LJQLILFDQW MXGJPHQWVY HVWLPDWHY DQG DVVXPSWLRQV FRQWLQXH
E (VWLPDWHY DQG DVVXPSWLRQV FRQWLQXHG
8VHIXO OLYHV RI ULJKW RI XVH DVVHWV

ODQDIJHPHQW GHWHUPLQHVY WKH HVWLPDWHG XVHIXO OLYHV RI LWV UL
DPRUWLVDWLRQ 7KH FRVW RI ULJKW RI XVH DVVHWYVY DUH DPRUWLVHG RYHU
ZKLFK LV EDVHG RQ VKRUWHU RI WKH OHDVH WHUP DQG WKH HVWLPDWHG X
UHYLHZV WKH HVWLPDWHG XVHIXO OLYHV RI ULJKW RI XVH DVVHWV DW WKH
FKDQJH LQ WKH OHDVH WHUP RU SDWWHUQ RI FRQVXPSWLRQ RI WKHVH DVV

,PSDLUPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW

ODQDIJHPHQW DVVHVVHV DW HDFK UHSRUWLQJ GDWH ZKHWKHU WKHUH LV C
RI DVVHWYV LV LPSDLUHG ,I DQ\ VXFK LQGLFDWLRQ H[LVWV ODQDJHPHQW H
WKH DVVHW RU JURXS RI DVVHWYV $Q DVVHW{V UHFRYHUDEOH DPRXQW L
JHQHUDWLQJ XQLWSYV IDLU YDOXH OHVV FRVWY WR VHOO DQG LWV YDOXH
DVVHW LI WKH DVVHW JHQHUDWHY FDVK LQIORZV WKDW DUH ODUJHO\ LQG
JURXSV RI bVVHWYV :KHUH WKH FDUU\LQJ DPRXQW RI DQ DVVHW H[FHHGV LV
FRQVLGHUHG LPSDLUHG DQG LV ZULWWHQ GRZQ WR LWV UHFRYHUDEOH DI
HVWLPDWHG IXWXUH FDVK IORZYV DUH GLVFRXQWHG WR WKHLU SUHVHQW Y
UHIOHFWVY FXUUHQW PDUNHW DVVHVVPHQWY RI WKH WLPH YDOXH RI PRQH\

,Q GHWHUPLQLQJ IDLU YDOXH OHVV FRVWYV WR VHOO DQ DSSURSULDWH YD
DUH FRUURERUDWHG E\ YDOXDWLRQ PXOWLSOHY OLNH DYDLODEOH IDLU YD

7KH YDOXH LQ XVH FDOFXODWLRQ UHTXLUHY PDQDJHPHQW WR HVWLPDWH V
IURP WKH FDVK JHQHUDWLQJ XQLWY DQG D VXLWDEOH GLVFRXQW UDWH LC
DVVHVVPHQWY UHTXLUH WKH XVH RI HYWLPDWHY DQG DVVXPSWLRQV VXFK
FXUUHQW DQG KLVWRULFDO SULFHV SULFH WUHQGY DQG UHODWHG IDFWR
FDSLWDO UHTXLUHPHQWYV GHFRPPLVVLRQLQJ FRVWYV H[SORUDWLRQ SF
SHUIRUPDQFH ZKLFK LQFOXGHV SURGXFWLRQ DQG VDOHV YROXPHYV 6LJC
DVVXPSWLRQV DUH LQYROYHG LQ GHWHUPLQLQJ WKH FDVK JHQHUDWLQJ X
GLVFRXQW UDWHYVY 7KHVH HVWLPDWHY DQG DVVXPSWLRQV DUH VXEMHFW W
LV D SRVVLELOLW\ WKDW FKDQJHV LQ FLUFXPVWDQFHV ZLOO LPSDFW WKF
UHFRYHUDEOH DPRXQW RI DVVHWYV DQG RU &*8V

3HQVLRQ DQG RWKHU SRVW HPSOR\PHQW EHQHILWYV

$FFRXQWLQJ IRU GHILQHG EHQHILW SHQVLRQV LQYROYHV PDNLQJ VLJQLIL
*URXSTV SHQVLRQ SODQ VXUSOXVHV DQG GHILFLWV 7KHVH HVWLPDWHV UF
PDQ\ XQFHUWDLQWLHV 3HQVLRQV DQG RWKHU SRVW UHWLUHPHQW EHQI
PDQDJHPHQW DW WKH HQG RI HDFK \HDU 7KHVH DVVXPSWLRQV DUH XVHG V
REOLJDWLRQ DW WKH \HDU HQG DQG KHQFH WKH VXUSOXVHV DQG GHILFLW
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DQG SHQVLRQ DQG RWKHU SRVW UH'
\HDU

7KH SUHVHQW YDOXH RI GHILQHG EHQHILW SHQVLRQ SODQV LV GHWHUPL
SUHVHQW YDOXH RI WKH SHQVLRQ REOLJDWLRQV GHSHQGV RQ D QXPEHU F
DFWXDULDO EDVLV XVLQJ D QXPEHU RI DVVXPSWLRQV 7KH DVVXPSWLRQV
LQFRPH IRU SHQVLRQV LQFOXGH WKH GLVFRXQW UDWH IXWXUH VDODU\
SHQVLRQ LQFUHDVHV $Q\ FKDQJHV LQ WKHVH DVVXPSWLRQV ZLOO LPSDF
REOLJDWLRQV 'XH WR WKH ORQJ WHUP QDWXUH RI WKHVH SODQV VXFK
XQFHUWDLQW\ 7KH DVVXPSWLRQV XVHG YDU\ I[URP \HDU WR \HDU ZLWK UH
DQG QHW DVVHWV &KDQJHV WR VRPH RI WKHVH DVVXPSWLRQV LQ SDUWL
UDWH FRXOG UHVXOW LQ UHDVRQDEOH FKDQJHV WR WKH FDUU\LQJ DPRXQW
UHWLUHPHQW EHQHILW REOLJDWLRQV ZLWKLQ WKH QH[W ILQDQFLDO \HDU §
DQG WKH DFWXDO RXWFRPH ZLOO DOVR DIIHFW IXWXUH QHW LQFRPH DQG Q

7KH YDOXHV DVFULEHG WR WKHVH DVVXPSWLRQV DQG D VHQVLWLYLW\ DQI
DVVXPSWLRQV RQ WKH EHQHILW H[SHQVH DQG REOLJDWLRQ XVHG DUH SUR"
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ

7KH DFFRXQWLQJ SROLFLHV VHW RXW EHORZ ZKLFK FRPSO\ ZLWK ,)56 KDY
SHULRGY SUHVHQWHG LQ WKHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
WKH *URXSYTV VLJQLILFDQW DFFRXQWLQJ SROLFLHVY DGRSWHG LQ WKH SUH:
VWDWHPHQWY ZKLFK DUH UHOHYDQW IRU DQ XQGHUVWDQGLQJ Rl WKH FRQ

5HYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUYV

,)56 HVWDEOLVKHV D ILYH VWHS PRGHO WR DFFRXQW IRU UHYHQXH DUL\
DQG UHTXLUHVY WKDW UHYHQXH EH UHFRJQLVHG DW DQ DPRXQW WKDW UHIO
H[SHFWV WR EH HQWLWOHG LQ H[FKDQJH IRU WUDQVIHUULQJ JRRGV RU
DSSURDFK IRU UHYHQXH UHFRJQLWLRQ LV DV IROORZV

6WHS ,GHQWLI\ FRQWUDFWY ZLWK D FXVWRPHU

6WHS ,GHQWLI\ WKH SHUIRUPDQFH REOLJDWLRQV LQ WKH FRQWUDFV
6WHS '"HWHUPLOQH WKH WUDQVDFWLRQ SULFH

6WHS $OORFDWH WKH WUDQVDFWLRQ SULFH WR WKH SHUIRUPDQFH |
6WHS 5HFRJQLVH UHYHQXH ZKHQ RU DV WKH HQWLW\ VDWLVILHV D

X X X X X

,Q DGGLWLRQ WR UHYHQXH WKH VWDQGDUG DOVR DSSOLHV WR

X WKH FRVW WR IXOILO WKH FRQWUDFW DQG
X WKH LQFUHPHQWDO FRVWV RI REWDLQLQJ D FROQWUDFW

5HYHOQOXH IURP FRQWUDFWY ZLWK FXVWRPHUV LV UHFRJQLVHG ZKHQ FRQV
WUDQVIHUUHG WR WKH FXVWRPHU DW DQ DPRXQW WKDW UHIOHFWYV WKH FR
EH HQWLWOHG LQ H[FKDQJH IRU WKRVH JRRGV RU VHUYLFHV 7KH *URXS KD
DOO RI LWV UHYHQXH DUUDQJHPHQWY VLQFH LW FRQWUROV WKH JRRGV RL
FXVWRPHU

5HYHQXH IURP VDOH RI FUXGH RLO FRQGHQVDWH DQG 1%*

7KH FUXGH RLO SURGXFHG E\ WKH XSVWUHDP RSHUDWLRQV LV VROG WR H
VDOH RI FUXGH RLO LV UHFRJQLVHG DW WKH SRLQW LQ WLPH ZKHQ FRQW
FXVWRPHU ZKLFK LV JHQHUDOO\ ZKHQ WKH SURGXFW LV SK\WLFDOO\ WUD
GHOLYHU\ PHFKDQLVP DQG WKH FXVWRPHU DFFHSWV WKH SURGXFW DQG W
VDOHV RI FUXGH RLO DQG FRQGHQVDWH WKH FRQWURO SDVVHV WR WKH FX
SDVVHV WKH IODQJH FRQQHFWLRQ EHWZHHQ WKH GHOLYHU\ KRVH DQG \
SHUPDQHQW PDQLIROG FRQQHFWLRQ )RU GRPHVWLF VDOHV RI FUXGH RLO I
WR WKH FXVWRPHU RQFH WKH RLO LV WUDQVSRUWHG WKURXJK WKH 0DLQ 2
IDUP FRQQHFW WR WKH FXVWRPHUfVY WDQN IDUP L H DW WKH OLQD $0O )C
VDOHV WKH FRQWURO RI WKH QDWXUDO JDV WUDQVIHUV WR WKH FXVWRP
IODQJH RI WKH FXVWRPHUTVY SODQW &RQVHTXHQWO\ WKH *URXSTV SHUIRI
UHODWH RQO\ WR WKH VDOH RI FUXGH RLO FRQGHQVDWH DQG 1%*

8QGHU WKH WHUPV RI WKH UHOHYDQW FRQFHVVLRQ DUUDQJHPHQWY WKH *I
LQ WKH FUXGH RLO EDVHG RQ LWV SDUWLFLSDWLQJ LOQWHUHVW 5HYHQXH IL
EDVHG RQ WKH DFWXDO YROXPHV VROG WR FXVWRPHUV 1R DGMXVWPHQ
GLIITIHUHQFHVY EHWZHHQ YROXPHV VROG WR FXVWRPHUYV DQG XQVROG YROXF
EDVHG RQ LWV SDUWLFLSDWLQJ LQWHUHVW 5HYHQXH LQ UHVSHFW RI VXFK
LV D WUDQVIHU RI RXWSXW WR WKH *URXSYV FXVWRPHUV



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
SHYHQXH IURP FRQWUDFWYVY ZLWK FXVWRPHUV FRQWLQXHG
5HYHQXH IURP VDOH RI FUXGH RLO FR@QWH@QYHDGWH DQG 1%$*

JXUWKHU DV UHJDUGY WR WKH SULFLQJ PHFKDQLVP WKH *URXSYTV VDOHV R
EDVHG RQ PDUNHW SULFHV 7KH FUXGH RLO SULFH LV GHWHUPLQHG EDVHG |
([SRUW %OHQG &UXGH 2LO )XWXUH &RQWUDFW ZKLFK LV IL[HG DQG DJUHH
DQG FRQGHQVDWH 7KH *URXS DOVR FKDUJHV D SUHPLXP IRU DGGLWLRQDO
RYHU DQG DERYH WKH GHVLJQDWHG OLPLW RI RLO EDUUHOV 7KH WUDQVDF\
WKH WHUPV RI WKH FRQWUDFW $W WKH WLPH RI GHOLYHU\ WKHUH LV R
WUDQVDFWLRQ SULFH WR EH DOORFDWHG WR WKH FUXGH RLO YROXPH VRO
QRW D VLIQLILFDQW ULVN RI UHYHQXH UHYHUVDO UHODWLYH WR WKH FXPX
QHHG WR FRQVWUDLQ DQ\ YDULDEOH FRQVLGHUDWLRQ XQGHU ,)56 7TKH
1DWXUDO *DV 6DOHY DJUHHPHQW EHWZHHQ WKH *URXS DQG OR(0 ZLWK HIIH

7KH WUDQVSRUWDWLRQ DQG VKLSSLQJ FRVW DVVRFLDWHG ZLWK WKH WUDC
UHFRJQLVHG DV D VHOOLQJ FRVW 5HYHQXH UHVXOWLQJ IURP DUUDQJHPHC
ZLWK FXVWRPHUV LV SUHVHQWHG DV RWKHU RSHUDWLQJ LQFRPH

6LIJQLILFDQW ILQDQFLQJ FRPSRQHQW

8VLQJ WKH SUDFWLFDO H[SHGLHQW LQ ,)56 WKH *URXS GRHV QRW D(
FRQVLGHUDWLRQ IRU WKH HIITHFWV RI D VLIQLILFDQW ILQDQFLQJ FRPSRQHC
WKH SHULRG EHWZHHQ WKH WUDQVIHU RI WKH SURPLVHG JRRG RU VHUYLFH
SD\V IRU WKDW JRRG RU VHUYLFH ZLOO EH RQH \HDU RU OHVV 7KH *URXS
DGYDQFHV IURP FXVWRPHUV LQ UHODWLRQ WR LWV UHYHQXH DUUDQJHPHAQ\

2ZWKHU RSHUDWLQJ UHYHQXH

2WKHU RSHUDWLQJ UHYHQXH UHODWHVY WR WKH *URXSYV VKDUH Rl FRPSHQ
DQG FRQGHQVDWH SURGXFHG E\ RQH RI WKH RLO ILHOGV WKDW LV EOHQGH¢
2LO %OHQG LQ DFFRUGDQFH ZLWK WKH 2PDQ %OHQG 5HYHQXH 'LVWULEXW
2%5'$ D FRPSHQVDWLRQ LV SDLG E\ WKH 2SHUDWRU RI OXNKDL]QD %ORFN
6XOWDQDWH 7KH FDOFXODWLRQ LV SHUIRUPHG E\ D WKLUG SDUW\ DQG W
SURGXFWLRQ YROXPHV RI HDFK UHVSHFWLYH RLO SURGXFHU 7KHVH DUH L
WKH FDOFXODWLRQ Rl WKH FRPSHQVDWLRQ LV DVFHUWDLQHG DQG DJUHHG

J)LQDQFH LQFRPH

YRU DOO ILQDQFLDO LQVWUXPHQWY PHDVXUHG DW DPRUWLVHG FRVW LQ
HITHFWLYH LQWHUHVW UDWH (,5 PHWKRG (,5 LV WKH UDWH WKDW H[DFW(¢
UHFHLSWV WKURXJK WKH H[SHFWHG OLIH RI WKH ILQDQFLDO LQVWUXPHQW
WKH QHW FDUU\LQJ DPRXQW RI WKH ILQDQFLDO DVVHW ,QWHUHVW LQFRP
FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV DQG RWKHU FRPSUHKHQV

6XSSO\ RI FUXGH RLO EDUUHOV WR WKH *RYHUQPHQW

7KH *RYHUQPHQW UDLVHG D ORDQ RI 86 ELOOLRQ LQ WKH IRUP RI D 3UH (
([SRUW % 9 7KH IDFLOLW\ ZDV VWUXFWXUHG DV D SUH H[SRUW ILQDQFLQJ
WKH *RYHUQPHQW VXFK EDUUHOV RI FUXGH RLO DV PD\ EH UHTXLUHG DQG Q
LWV REOLJDWLRQV XQGHU D )RUZDUG 6DOH $UUDQJHPHQW p)6$ %DUUHOVT
3;) 7KHVH )6$ EDUUHOV DUH WUDQVIHUUHG DW IUHH RI FKDUJH DQG RQ D
ILUVW EDUUHOV RI FUXGH RLO WR UHDFK WKH 3HWUROHXP "HOLYHU\ 3RLQW
RZQHUVKLS ULJKWV RI WKHVH )6$%$ %DUUHOV DQG LV HQWLWOHG WR GLV.
REOLIJDWLRQV WR WUDQVIHU WKHVH )6$ %DUUHOV WR WKH *RYHUQPHQW V
REOLJDWLRQV 2Q 2FWREHU *RYHUQPHQWITVY REOLIJDWLRQ XQGHU WK
IXOO )XUWKHU WKH *URXS DQG WKH *RYHUQPHQW KDV DJUHHG WKDW 1U|
HQWLWOHG WR WKH )6$ EDUUHOVY DQG WKH VHWWOHPHQW RI WKH UHFHLYDI
DQG WD[HV RQ WKHVH )6$ EDUUHOV ZRXOG EH GRQH RQ QHW EDVLV IRU WK
6LQFH WKH )6$ EDUUHOV 2FWREHU WR '"HFHPEHU ZHUH WUDQV
DQG WKHUH LV QR RWKHU SHUIRUPDQFH REOLJDWLRQ SHQGLQJ IRU WKH
UHFRJQLVHG UHYHQXH RQ WKH )6$%$ EDUUHOV 7KH *URXS DQG WKH *RYHUQP
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
6XSSO\ RI FUXGH RLO EDUUHOV WR WKH *RYHUQPHQW FRQWLQXHG

WKH VWDQG DORQH VHOOLQJ SULFH PRQWKO\ RIILFLDO VHOOLQJ SULFH D)
1RWH

-RLQW DUUDQJHPHQWV
8QGHU ,)56 -RLQW $UUDQJHPHQWY DQ DUUDQJHPHQW LQ ZKLFK WZR RU
D MRLQW DUUDQJHPHQW -RLQW FRQWURO LV WKH FRQWUDFWXDOO\ DJUH
ZKLFK H[LVWV RQO\ ZKHQ GHFLVLRQV DERXW WKH UHOHYDQW DFWLYLWLH\
SDUWLHV VKDULQJ FRQWURO ,QYHVWPHQWY LQ MRLQW DUUDQJHPHQWYV DI
MRLQW YHQWXUHV 7KH FODVVLILFDWLRQ GHSHQGVY RQ WKH FRQWUDFWXD(
UDWKHU WKDQ WKH OHJDO VWUXFWXUH RI WKH MRLQW DUUDQJHPHQW

-RLQW DUUDQJHPHQWY DUH FODVVLILHG DV HLWKHU MRLQW RSHUDWLRQ
FRQWUDFWXDO ULJKWY DQG REOLIJDWLRQV RI HDFK LQYHVWRU $ MRLQW RS
SDUWLHV WKDW KDYH MRLQW FRQWURO RI WKH DUUDQJHPHQW KDYH ULJK
OLDELOLWLHY UHODWLQJ WR WKH DUUDQJHPHQW

:KHUH WKH *URXS DFWV DV D MRLOQW RSHUDWRU WKH *URXS UHFRJQLVH'
RSHUDWLRQ -RLQW RSHUDWLRQV DULVH ZKHUH WKH LQYHVWRUV KDYH ULJ
OLDELOLWLHV RI D MRLQW DUUDQJHPHQW ,Q UHODWLRQ WR LWV LQWHUHV

$VVHWV LQFOXGLQJ LWV VKDUH RI DQ\ DVVHWY KHOG MRLQWO\

ILDELOLWLHY LQFOXGLQJ LWV VKDUH RI DQ\ OLDELOLWLHY LQFXUUHG
5HYHQXH IURP WKH VDOH RI LWV VKDUH RI WKH RXWSXW DULVLQJ IURI
([SHQVHVY LQFOXGLQJ LWV VKDUH RI DQ\ H[SHQVHV LQFXUUHG MRLQW

X X X X

3'2 LV FODVVLILHG DV D MRLQW RSHUDWLRQ E\ WKH *URXS ZKHUH WKH *UF
LQ WKH MRLQW RSHUDWLRQ

%DVLV RI FRQVROLGDWLRQ

7KH *URXSYfV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY FRPSULVH WKH ILQ
LWV VXEVLGLDU\ DV DW 'HFHPEHU &RQWURO LV DFKLHYHG ZKHQ WKH
WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW ZLWK WKH LQYHVWHH D
WKURXJK LWV SRZHU RYHU WKH LQYHVWHH 6SHFLILFDOO\ WKH *URXS FR!
*URXS KDV

¥ 3RZHU RYHU WKH LQYHVWHH L H H[LVWLQJ ULJKWV WKDW JLYH LW WKH
DFWLYLWLHV RI WKH LQYHVWHH

¥ ([SRVXUH RU ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW
¥ 7KH DELOLW\ WR XVH LWV SRZHU RYHU WKH LQYHVWHH WR DIIHFW LWV U

7KH *URXS UH DVVHVVHV ZKHWKHU RU QRW LW FRQWUROV DQ LQYHVWHH LI
WKHUH DUH FKDQJHV WR RQH RU PRUH RI WKH WKUHH HOHPHQWYVY RI FRQWU
ZKHQ WKH *URXS REWDLQV FRQWURO RYHU WKH VXEVLGLDU\ DQG FHDVHYV
VXEVLGLDU\ $VVHWV OLDELOLWLHV LQFRPH DQG H[SHQVHV RI D VXEVLGL
\HDU DUH LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV |U|
WKH GDWH WKH *URXS FHDVHV WR FRQWURO WKH VXEVLGLDU\

3URILW RU ORVV DQG HDFK FRPSRQHQW RI 2&, DUH DWWULEXWHG WR WKH F
DQG WR WKH QRQ FRQWUROOLQJ LQWHUHVWY HYHQ LI WKLV UHVXOWYV LQ
EDODQFH :KHQ QHFHVVDU\ DGMXVWPHQWYV DUH PDGH WR WKH ILQDQFLDO
WKHLU DFFRXQWLQJ SROLFLHV LQ OLQH ZLWK WKH *URXSYTV DFFRXQWLQJ SR
HTXLW\ LQFRPH H[SHQVHV DQG FDVK IORZV UHODWLQJ WR WUDQVDFWLRQ
HOLPLQDWHG LQ IXO0 RQ FRQVROLGDWLRQ
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
%DVLV RI FRQVROLGDWLRQ FRQWLQXHG

$ FKDQJH LQ WKH RZQHUVKLS LQWHUHVW RI D VXEVLGLDU\ ZLWKRXW D OF
HTXLW\ WUDQVDFWLRQ ,I WKH *URXS ORVHV FRQWURO RYHU D VXEVLGLD
LQFOXGLQJ JRRGZLOO OLDELOLWLHY QRQ FROQWUROOLQJ LQWHUHVW D¢
UHVXOWDQW JDLQ RU ORVV LV UHFRJQLVHG LQ SURILW RU ORVV $Q\ LQYHYV

%XVLQHVV FRPELQDWLRQV DUH DFFRXQWHG IRU XVLQJ WKH DFTXLVLWLRQ
PHDVXUHG DV WKH DJJUHJDWH Rl WKH FRQVLGHUDWLRQ WUDQVIHUUHG ZKI
YDOXH DQG WKH DPRXQW RI DQ\ QRQ FRQWUROOLQJ LQWHUHVWYV LQ WKH D
WKH *URXS HOHFWV ZKHWKHU WR PHDVXUH WKH QRQ FRQWUROOLQJ LQWHU
SURSRUWLRQDWH VKDUH RI WKH DFTXLUHHYV LGHQWLILDEOH QHW DVVHWYV
LQFXUUHG DQG LQFOXGHG LQ DGPLQLVWUDWLYH H[SHQVHV

7KH *URXS GHWHUPLQHY WKDW LW KDV DFTXLUHG D EXVLQHVV ZKHQ WKH L
LQFOXGH DQ LQSXW DQG D VXEVWDQWLYH SURFHVV WKDW WRJHWKHU VLJQ
RXWSXWV 7KH DFTXLUHG SURFHVV LV FRQVLGHUHG VXEVWDQWLYH LI LW LV
RXWSXWV DQG WKH LQSXWV DFTXLUHG LQFOXGH DQ RUJDQLVHG ZRUNIRUF
RU H[SHULHQFH WR SHUIRUP WKDW SURFHVYV RU LW VLJQLILFDQWO\ FRQWU
RXWSXWV DQG LV FRQVLGHUHG XQLTXH RU VFDUFH RU FDQQRW EH UHSOD
GHOD\ LQ WKH DELOLW\ WR FRQWLQXH SURGXFLQJ RXWSXWYV

7KH *URXSTV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH HQWLWLE

3URSHUW\ SODQW DQG HTXLSPHQW 2LO DQG JDV SURSHUWLHV + SURGXFW
,QLWLDO UHFRJQLWLRQ

URGXFWLRQ ZHOOV DQG IDFLOLWLHY DUH VWDWHG DW FRVW OHVV DFF)
LPSDLUPHQW ORVVHV 7KH LQLWLDO FRVW RI DQ DVVHW FRPSULVHV LWV SX
DVVHW ZDV SUHYLRXVO\ FODVVLILHG DV DVVHWYVY LQ GHYHORSPHQW DQG D!
WKH DVVHW LOQWR RSHUDWLRQ 7KH SXUFKDVH SULFH RU FRQVWUXFWLRQ FI
IDLU YDOXH RI DQ\ RWKHU FRQVLGHUDWLRQ JLYHQ WR DFTXLUH WKH DVVHYV

,Q FHUWDLQ FDVHV H[SHQGLWXUH LV WUDQVIHUUHG IURP pH[SORUDWLRQ D
DQG IDFLOLWLHVY RQFH WKH ZRUN FRPSOHWHG WR GDWH VXSSRUWYV WKH I
GHYHORSPHQW UHFHLYHV DSSURSULDWH DSSURYDOV $IWHU WUDQVIHU RI
DOO VXEVHTXHQW H[SHQGLWXUH RQ WKH FRQVWUXFWLRQ LQVWDOODWLRQ
DV SODWIRUPV SLSHOLQHV DQG WKH GULOOLQJ RI GHYHORSPHQW ZHOOV |
IDFLOLWLHVY ([SHQGLWXUH LQFXUUHG RQ H[SORUDWLRQ VHLVPLF DQG RW
FDSLWDOLVHG DV SDUW RI pSURGXFWLRQ ZHOOV DQG IDFLOLWLHVY DV WKF
SDUW RI SURGXFLQJ DVVHWV &RVWV LQFXUUHG RQ H[SORUDWLRQ DQG GU
GHOLQHDWLRQ ZHOOV DUH ZULWWHQ RII

([SHQGLWXUH RQ PDMRU PDLQWHQDQFH UHILWY LQVSHFWLRQV RU UHSDLI
DVVHWYV RU SDUWV RI DVVHWV LQVSHFWLRQ FRVWY DQG RYHUKDXO FRVWYV
ZDV VHSDUDWHO\ GHSUHFLDWHG DQG LV QRZ ZULWWHQ RIl LV UHSODFHG I
EHQHILWY DVVRFLDWHG ZLWK WKH LWHP ZLOO IORZ WR WKH *URXS WKH H
WKH DVVHW UHSODFHG ZDV QRW VHSDUDWHO\ FRQVLGHUHG DV D FRPSRQ
VHSDUDWHO\ WKH UHSODFHPHQW YDOXH LV XVHG WR HVWLPDWH WKH FDUL
LPPHGLDWHO\ ZULWWHQ RIl $00 RWKHU GD\ WR GD\ UHSDLUV DQG PDLQWH

'"HSUHFLDWLRQ GHSOHWLRQ DQG DPRUWLVDWLRQ

SURGXFWLRQ ZHOOV DQG IDFLOLWLHY DUH LQ SULQFLSOH GHSUHFLDWHG
UHVHUYHV RI WKH ILHOG FRQFHUQHG RWKHU WKDQ DVVHWYV ZKRVH XVHIXO
ZKLFK DUH GHSUHFLDWHG DSSO\LQJ WKH VWUDLJKW OLQH PHWKRG 7KH XQ
GHSUHFLDWLRQ DPRUWLVDWLRQ RI ILHOG GHYHORSPHQW FRVWY WDNHV LQ
(VWLPDWHVY RI RLO DQG QDWXUDO JDV UHVHUYHVY GHWHUPLQHG LQ DFFRUG
&RPPLVVLRQ 6(& JXLGHOLQHV LQFOXGLQJ WKH DSSOLFDWLRQ RI RLO SU
GDWD LQ DVVHVVLQJ WKH FRPPHUFLDOLW\ RI WHFKQLFDO YROXPHY DQG PD
SULFHV DUH W\SLFDOO\ XVHG WR FDOFXODWH GHSUHFLDWLRQ GHSOHWLR(
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG

3URSHUW\ SODQW DQG HTXLSPHQW 2LO DQG JDV SURSHUWLHV * SURG
FRQWLQXHG

'"HSUHFLDWLRQ GHSOHWLRQ DQG DPRUWLVDWLRQ FRQWLQXHG

RLO DQG JDV SURSHUWLHYV 7KHUHIRUH ZKHUH WKLV DSSURDFK LV DGRS\
PDQDJHPHQW IRUHFDVWY RI IXWXUH RLO SULFHV

2WKHU DVVHWYVY ZKLFK DUH SDUW RI SURGXFWLRQ ZHOOV DQG IDFLOLWLHV
OLQH EDVLVY RYHU WKHLU HVWLPDWHG XVHIXO OLYHV ZKLFK LV JHQHUDOO\

'"HUHFRJQLWLRQ

$Q LWHP Rl SURSHUW\ SODQW DQG HTXLSPHQW DQG DQ\ VLJQLILFDQW SDL
XSRQ GLVSRVDO RU ZKHQ QR IXWXUH HFRQRPLF EHQHILWY DUH H[SHFWHG |
ORVV DULVLQJ RQ GHUHFRJQLWLRQ RI WKH DVVHW FDOFXODWHG DV WKF
SURFHHGVY DQG WKH FDUU\LQJ DPRXQW RI WKH DVVHW LV LQFOXGHG LQ W
ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH ZKHQ WKH DVVHW LV GHUHFRJ(
XVHIXO OLYHV DQG PHWKRGV RI GHSUHFLDWLRQ DPRUWLVDWLRQ DUH UH
DGMXVWHG SURVSHFWLYHO\ LI DSSURSULDWH

BURSHUW\ SODQW DQG HTXLSPHQW ([SORUDWLRQ DQG HYDOXDWLRQ DVVH

(ISORUDWLRQ HYDOXDWLRQ DQG GHYHORSPHQW FRVWV WKDW UHODWH

SURGXFWLRQ IDFLOLWLHY GHYHORSPHQW GULOOLQJ FRVWV DQG DSSOLFD
JHQHUDWH SUREDEOH IXWXUH HFRQRPLF EHQHILWY DUH FDSLWDOLVHG 7
HH[SORUDWLRQ DQG HYDOXDWLRQ DVVHWVY{ SHQGLQJ GHWHUPLQDWLRQ

VXFFHVVIXO HIIRUWV PHWKRG 8QGHU WKH VXFFHVVIXO HIIRUWV PHWKRG
H[SORUDWRU\ ZHOOV DUH LQLWLDOO\ FDSLWDOLVHG XQWLO WKH GULOOLQ
EHHQ HYDOXDWHG ,| SRWHQWLDO FRPPHUFLDO TXDQWLWLHV RI K\GURFDU
EH FDSLWDOLVHG VXEMHFW WR IXUWKHU DSSUDLVDO DFWLYLWLHV WKDW Z
WHFKQLFDO IHDVLELOLW\ Rl WKH UHVHUYHV ,I SRWHQWLDOO\ FRPPHUFLDO
IRXQG DQG QR DOWHUQDWLYH XVH Rl WKH ZHOO LV GHWHUPLQHG WKH SU|

([SORUDWRU\ ZHOOV UHPDLQ FDSLWDOLVHG ZKLOH DGGLWLRQDO DSSUDLV!
ILHOG LV SHUIRUPHG RU ZKLOH RSWLPXP GHYHORSPHQW SODQV DUH HVWD
QRW VXEMHFW WR DPRUWLVDWLRQ EXW DUH VXEMHFW WR WHFKQLFDO FR
DV UHYLHZ IRU LQGLFDWRUV RI LPSDLUPHQW DW OHDVW RQFH D \HDU 7KL
GHYHORS RU RWKHUZLVH H[WUDFW YDOXH IURP WKH GLVFRYHU\ :KHQ SUF
GHWHUPLQHG DQG WKHUH LV D ILUP SODQ IRU GHYHORSPHQW DSSURYHG E\
FRVWY DUH WUDQVIHUUHG WR SURGXFWLRQ ZHOOV DQG IDFLOLWLHYV

7KH GHWHUPLQDWLRQ RI ZKHWKHU SRWHQWLDOO\ HFRQRPLF RLO DQG QDW.
E\ DQ H[SORUDWLRQ ZHOO LV XVXDOO\ PDGH ZLWKLQ RQH \HDU RI ZHOO
GHSHQGLQJ RQ WKH FRPSOH[LW\ RI WKH JHRORJLFDO VWUXFWXUH ([SORL
HFRQRPLF TXDQWLWLHV RI RLO DQG QDWXUDO JDV DQG DUH LQ DUHDV ZKl
SODWIRUP RU D SLSHOLQH ZRXOG EH UHTXLUHG EHIRUH SURGXFWLRQ FR
YLDELOLW\ RI WKDW PDMRU FDSLWDO H[SHQGLWXUH GHSHQGV RQ WKH VXF
RU DSSUDLVDO ZRUN LQ WKH DUHD UHPDLQ FDSLWDOLVHG DV ORQJ DV VXF

$00 RWKHU UHVHDUFK DQG GHYHORSPHQW H[SHQGLWXUH DUH UHFRJQLVHG
RU ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH DV LQFXUUHG 7KH H[SHQGLYV
ZHOOV LV FDSLWDOLVHG DQG ZULWWHQ RIl ZKHQ IRXQG WR EH GU\

3URSHUW\ SODQW DQG HTXLSPHQW ODLQ RLO JDV OLQH OLQH ILOO DQG

7KH PDLQ RLO bQG JDV SLSHOLQHY DUH VWDWHG DW FRVW OHVV DQ\ GHSUH
TXDQWLWLHYV RI FUXGH RLO FRQGHQVDWH DQG 1%$* pOLQH ILOOY ZKLFK
ZRUNLQJ RUGHU LV WUHDWHG DV D SDUW Rl WKH UHODWHG SLSHOLQHV DC
DQG HTXLSPHQW 7KLV LV RQ WKH EDVLV WKDW LW LV QRW KHOG IRU VDOH
LV QHFHVVDU\ WR WKH RSHUDWLRQ RI D IDFLOLW\ GXULQJ PRUH WKDQ RQH
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
BURSHUW\ SODQW DQG HTXLSPHQW &DSLWDO ZRUN LQ SURJUHVYV

&DSLWDO ZRUN LQ SURJUHVYV LV QRW GHSUHFLDWHG &DSLWDO ZRUN LQ
LPSDLUPHQW $OORFDWHG FRVWY DORQJ ZLWK ERUURZLQJ FRVWV GLUHFW
DVVHW DUH FDSLWDOLVHG 2WKHU FDSLWDO ZRUN LQ SURJUHVYV LV UHFRUG
SULFH RU FRVW RI VHUYLFH UHTXLUHG WR FRPSOHWH DQ DVVHW 7KH FDSLV
DSSURSULDWH DVVHW FDWHJRU\ DQG GHSUHFLDWHG LQ DFFRUGDQFH ZLWK
RI WKH DVVHW LV FRPSOHWHG DQG FRPPLVVLRQHG

3URSHUW\ SODQW DQG HTXLSPHQW $EDQGRQPHQW DVVHWYV

$EDQGRQPHQW DQG UHVWRUDWLRQ FRVWV DVVRFLDWHG ZLWK SURYLVLRQV
GHSUHFLDWHG DV SHU FODVVLILHG DVVHW FDWHJRULHV HLWKHU XQLW RI ¢
OLIH RI WKH DVVHW 7KH *URXS UHFRUGVY D SURYLVLRQ DQG D

DEDQGRQPHQW GHFRPPLVVLRQLQJ DFWLYLWLHV LQ XSVWUHDP RSHUDWLRG
DQG RWKHU DEDQGRQPHQW DFWLYLWLHV 7KH DEDQGRQPHQW DVVHW DQG
UHFRJQLVHG ZKHQ LW LV GULOOHG )RU RWKHU DVVHWV WKHVH DUH UHF
LQIRUPDWLRQ EHFRPHY DYDLODEOH WR HVWLPDWH D UDQJH Rl SRWHQWLDC

BURSHUW\ SODQW DQG HTXLSPHQW DOO RWKHU DVVHWYV

2WKHU SURSHUW\ SODQW DQG HTXLSPHQW DUH VWDWHG DW FRVW OHV\
LPSDLUPHQW LQ YDOXH 'HSUHFLDWLRQ LV FDOFXODWHG RQ D VWUDLJKW C
RI WKH DVVHWY DV IROORZV

&RQFHVVLRQ DQG SUHOLPLQDU\ H[SHQVHYV 2YHU WKH St
%XLOGLQJVY UHSDLU VKRS DLUSRUW DQG LQVWUXPHQWDWLRQ
ORYDEOHVY YHKLFOHV VRIWZDUH FRPSXWLQJ DQG FRPPXQLFDWLRQ

6XEVHTXHQW FRVWY DUH LQFOXGHG LQ WKH DVVHWY{V FDUU\LQJ DPRXQW R
DSSURSULDWH RQO\ ZKHQ LW LV SUREDEOH WKDW IXWXUH HFRQRPLF EHQH
WKH *URXS DQG WKH FRVW RI WKH LWHP FDQ EH PHDVXUHG UHOLDEO\ 7KH
LV GHUHFRJQLVHG $00O RWKHU UHSDLUV DQG PDLQWHQDQFH DUH FKDU
VWDWHPHQWY GXULQJ WKH ILQDQFLDO SHULRG LQ ZKLFK WKH\ DUH LQFXUU
GHUHFRJQLVHG XSRQ GLVSRVDO RU ZKHQ QR IXWXUH HFRQRPLF EHQHILWYV L
$Q\ JDLQ RU ORVV DULVLQJ RQ GHUHFRJQLWLRQ RI WKH DVVHW FDOFXOD)
YDOXH OHVV FRVWV WR VHOO DQG WKH FDUU\LQJ DPRXQW RI WKH DVVHW
VWDWHPHQWY LQ WKH \HDU WKH DVVHW LV GHUHFRJQLVHG

7KH FDUU\LQJ YDOXHYVY DUH UHYLHZHG IRU LPSDLUPHQW ZKHQ HYHQWYV RU
WKH FDUU\LQJ YDOXH PD\ QRW EH UHFRYHUDEOH ,1 DQ\ VXFK LQGLFDWLRQ
H[FHHG WKH HVWLPDWHG UHFRYHUDEOH DPRXQW WKH DVVHWYV DUH ZULW\
EHLQJ WKH KLJKHU RI WKHLU IDLU YDOXH OHVV FRVWY WR VHOO DQG WKHL

([SHQGLWXUH LQFXUUHG WR UHSODFH D FRPSRQHQW RI DQ LWHP RI SURH
DFFRXQWHG IRU VHSDUDWHO\ LV FDSLWDOLVHG DQG WKH FDUU\LQJ DPRXQ
ZULWWHQ RIl 2WKHU VXEVHTXHQW H[SHQGLWXUH LV FDSLWDOLVHG RQO\ ZK
RI WKH UHODWHG LWHP RI SURSHUW\ SODQW DQG HTXLSPHQW $00 RWI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV WKH H[SHQVH LV LQFXUUHG

7KH DVVHWVY UHVLGXDO YDOXHV XVHIXO OLYHV DQG PHWKRGV RI GHSUFE
SURVSHFWLYHO\ LI DSSURSULDWH DW HDFK UHSRUWLQJ GDWH

L QYHQWRULHYV
&UXGH RLO

&UXGH RLO LQYHQWRUN LV VWDWHG DW WKH ORZHU RI FRVW DQG QHW UHL
ILUVW LQ ILUVW RXW PHWKRG 7KH FRVW RI FUXGH RLO LQFOXGHV WKH SXU
WKH SURSRUWLRQ RI GHSUHFLDWLRQ GHSOHWLRQ DQG DPRUWLVDWLRQ D
FDSDFLW\ 1HW UHDOLVDEOH YDOXH LV GHWHUPLQHG E\ UHIHUHQFH WR VD(
DGMXVWHG ZKHUH WKH VDOH RI LOYHQWRULHY DIWHU WKH UHSRUWLQJ
UHDOLVDEOH YDOXH DW WKH HQG RI WKH SHULRG &UXGH RLO LQYHQWRUL
ZLWK DGMXVWPHQW IRU RYHU OLIW XQGHU OLIW VWREFEN
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRPDWLRQ FRQWLQXHG
,QYHQWRULHVY FRQWLQXHG
&RQVLIJQPHQW VWRFN

1$* RZQHG E\ WKH *URXS WKDW LV VWRUHG LQ SLSHOLQHYV RZQHG E\ D UHOI
XQGHU FRQVLJQPHQW VWRFN 6LQFH WKHVH SLSHOLQHV DUH QRW RZQHG
LQYHQWRULHY XVHG WR RSHUDWH WKH SLSHOLQHYV DUH QRW FODVVLILHG

7KH *URXS UHFRJQLVH WKHVH OLQH ILOO LQYHQWRULHYV DV FRQVLJQPHQW
UHODWHG SDUW\ &RQVLJQPHQW VWRFN LV VWDWHG DW FRVW RI SURGXFWL

2WKHU LQYHQWRULHYV

ODWHULDO VWRFN SURMHFW EXON PDWHULDO VWRFN DQG ZHOO DGYDQFH
FRQVXPHG LQ WKH SURGXFWLRQ SURFHVV DQG DUH YDOXHG DW FRVW RQ D
DUH YDOXHG DW FRVW OHVV SURYLVLRQ IRU REVROHWH VORZ PRYLQJ DQG
WKH ZHLJKWHG DYHUDJH FRVW EDVLVY DQG LQFOXGHV H[SHQGLWXUH LQFXUL
WKHP WR WKHLU H[LVWLQJ ORFDWLRQ DQG FRQGLWLRQ

/IHDVHV
7KH *URXS DV D OHVVHH

7KH *URXS DVVHVVHV DW FRQWUDFW LQFHSWLRQ ZKHWKHU D FRQWUDFW L
FRQYH\V WKH ULJKW WR FRQWURO WKH XVH RI DQ LGHQWLILHG DVVHW I
FRQVLGHUDWLRQ WKH FRQWUDFW LV FRQVLGHUHG DV D OHDVH 7KH *UR
PHDVXUHPHQW DSSURDFK IRU DOO OHDVHV H[FHSW IRU VKRUW WHUP OHDV
*URXS UHFRJQLVHY OHDVH OLDELOLWLHVY WR PDNH OHDVH SD\PHQWYV DQG
ULJKW WR XVH WKH XQGHUO\LQJ DVVHWYV

7KH *URXS DSSOLHV D VLQJOH UHFRJQLWLRQ DQG PHDVXUHPHQW DSSURDFK
OHDVHV DQG OHDVHV RI ORZ YDOXH DVVHWYV 7KH *URXS UHFRJQLVHYVY OHDYV
DQG ULJKW RI XVH DVVHWY UHSUHVHQWLQJ WKH ULJKW WR XVH WKH XQGHL

L 5LIJKW RI XVH DVVHWYV

7KH *URXS UHFRJQLVHV ULJKW RI XVH DVVHWY DW WKH FRPPHQFHPHQW GLC
XQGHUO\LQJ DVVHW LV DYDLODEOH IRU XVH 5LJKW RI XVH DVVHWY DUH PF
GHSUHFLDWLRQ DQG LPSDLUPHQW ORVVHV DQG DGMXVWHG IRU DQ\ UHPHD
RI ULJKW RI XVH DVVHWYVY LQFOXGHV WKH DPRXQW RI OHDVH OLDELOLWLHV
DQG OHDVH SD\PHQWYVY PDGH DW RU EHIRUH WKH FRPPHQFHPHQW GDWH OH
5LJKW Rl XVH DVVHWY DUH GHSUHFLDWHG RQ D VWUDLJKW OLQH EDVLV RYl
HVWLPDWHG XVHIXO OLYHV RI WKH DVVHWY DV IROORZV

BURGXFWLRQ ZHOOV DQG IDFLOLWLHV

&UXGH RLO SURGXFWLRQ IDFLOLWLHV W R
5LJV DQG KRLVWYV WR \HDUV
:HOO VHUYLFH XQLWYV WR \HDUV
ORYDEOHVY YHKLFOHV VRIWZDUH FRPSXWLQJ DQG FRPPXQLFDWLRQ
/IRILVWLFV DQG RWKHU HTXLSPHQW WR \
O9HKLFOHYV WR \HDUV
&RUSRUDWH HTXLSPHQW WR \HDUV

.l RZQHUVKLS RI WKH OHDVHG DVVHW WUDQVIHUV WR WKH WKH *URXS DW
UHIOHFWV WKH H[HUFLVH RI D SXUFKDVH RSWLRQ GHSUHFLDWLRQ LV FDOF
WKH DVVHW 7KH ULJKW RI XVH DVVHWV DUH DOVR VXEMHFW WR LPSDLUPH
VHFWLRQ LPSDLUPHQW RI QRQ ILQDQFLDO DVVHWV
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
/IHDVHV FRQWLQXHG
7KH *URXS DV D OHVVHH FRQWLQXHG
LL /HDVH OLDELOLWLHV

$W WKH FRPPHQFHPHQW GDWH RI WKH OHDVH WKH *URXS UHFRJQLVHV OHD
YDOXH RI OHDVH SD\PHQWV WR EH PDGH RYHU WKH OHDVH WHUP 7KH OHD\
LQFOXGLQJ LQ VXEVWDQFH IL[HG SD\PHQWY OHVV DQ\ OHDVH LQFHQWLYH
WKDW GHSHQG RQ DQ LQGH[ RU D UDWH DQG DPRXQWV H[SHFWHG WR EH S
7KH OHDVH SD\PHQWY DOVR LQFOXGH WKH H[HUFLVH SULFH RI D SXUFKDYV
H[HUFLVHG E\ WKH *URXS DQG SD\PHQWYV Rl SHQDOWLHV IRU WHUPLQDWLQ
WKH *URXS H[HUFLVLQJ WKH RSWLRQ WR WHUPLQDWH 9DULDEOH OHDVH SI
RU D UDWH DUH UHFRJQLVHG DV H[SHQVHV XQOHVV WKH\ DUH LQFXUUHG W
ZKLFK WKH HYHQW RU FRQGLWLRQ WKDW WULJJHUV WKH SD\PHQW RFFXUV

,Q FDOFXODWLQJ WKH SUHVHQW YDOXH Rl OHDVH SD\PHQWV WKH *URXS X
WKH OHDVH FRPPHQFHPHQW GDWH EHFDXVH WKH LQWHUHVW UDWH LPSOLFL
$IWHU WKH FRPPHQFHPHQW GDWH WKH DPRXQW RI OHDVH OLDELOLWLHYV |
LQWHUHVW DQG UHGXFHG IRU WKH OHDVH SD\PHQWV PDGH 7KH FDUU\L
UHPHDVXUHG LI WKHUH LV D PRGLILFDWLRQ D FKDQJH LQ WKH OHDVH WHUI
FKDQJH LQ WKH DVVHVVPHQW RI DQ RSWLRQ WR SXUFKDVH WKH XQGHUO\LQG

LLL 8VH RI KLQGVLJKW

7KH *URXS DSSOLHVY WKH XVH RI KLQGVLJKW SUDFWLFDO H[SHGLHQWV WR O
WKH OHDVH WHUP DV WKH OHDVH FROQWUDFW FRQWDLQV DQ RSWLRQ WR HI[V
WKH *URXS KDV GHWHUPLQHG GLIITHUHQW OHDVH WHUPV IRU GLITHUHQW OH

LY 6KRUW WHUP OHDVHVY DQG ORZ YDOXH DVVHWYV

7KH *URXS DSSOLHV WKH VKRUW WHUP OHDVH UHFRJQLWLRQ H[HPSWLRQ WF
LH WKRVH OHDVHV WKDW KDYH D OHDVH WHUP RI PRQWKY RU OHVV IU
QRW FRQWDLQ DQ H[WHQVLRQ RU SXUFKDVH RSWLRQ ,W DOVR DSSOLHV WK
WR OHDVHV RI FHUWDLQ RIILFH HTXLSPHQW WKDW DUH FRQVLGHUHG WR E
WHUP OHDVHV DQG OHDVHV RI ORZ YDOXH DVVHWYV DUH UHFRJQLVHG DV DQ
WKH OHDVH WHUP

,PSDLUPHQW RI QRQ ILQDQFLDO DVVHWYV

7KH *URXS DVVHVVHV DW HDFK UHSRUWLQJ GDWH ZKHWKHU WKHUH LV DC
LPSDLUHG ,I DQ\ LQGLFDWLRQ H[LVWV RU ZKHQ DQQXDO LPSDLUPHQW WHYV
HYWLPDWHYV WKH DVVHW V UHFRYHUDEOH DPRXQW $Q DVVHW V UHFRYHUD
RU FDVK JHQHUDWLQJ XQLW V &*8 IDLU YDOXH OHVV FRVWV WR VHOO )9/¢
GHWHUPLQHG IRU DQ LQGLYLGXDO DVVHW XQOHVV WKH DVVHW GRHV QRW
LQGHSHQGHQW RI WKRVH IURP RWKHU DVVHWYV RU JURXSVY RI DVVHWYV :KHU
&*8 H[FHHGV LWV UHFRYHUDEOH DPRXQW WKH DVVHW LV FRQVLGHUHG LF
UHFRYHUDEOH DPRXQW ,Q DVVHVVLQJ YDOXH LQ XVH WKH HVWLPDWHG IX\
SUHVHQW YDOXH XVLQJ D SUH WD[ GLVFRXQW UDWH WKDW UHIOHFWYV FXUU
RI PRQH\ DQG WKH ULVNV VSHFLILF WR WKH DVVHW ,Q GHWHUPLQLQJ IDLU
WUDQVDFWLRQV DUH WDNHQ LOQWR DFFRXQW LI DYDLODEOH ,I QR VXFK WUI
YDOXDWLRQ PRGHO LV XVHG 7KHVH FDOFXODWLRQV DUH FRUURERUDWHG
SULFHV IRU SXEOLFO\ WUDGHG HQWLWLHY RU RWKHU DYDLODEOH IDLU YDO

7KH *URXS EDVHV LWV LPSDLUPHQW FDOFXODWLRQ RQ GHWDLOHG EXGJHW
SUHSDUHG VHSDUDWHO\ IRU HDFK RI WKH *URXS{V FDVK JHQHUDWLQJ XQL
DOORFDWHG 7KHVH EXGJHWYV DQG IRUHFDVW FDOFXODWLRQV DUH JHQHUD(
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
,PSDLUPHQW RI QRQ ILQDQFLDO DVVHWVY FRQWLQXHG

$Q DVVHVVPHQW LV PDGH DW HDFK UHSRUWLQJ GDWH DV WR ZKHWKHU WK
UHFRJQLVHG LPSDLUPHQW ORVVHV PD\ QR ORQJHU H[LVW RU PD\ KDYH GHI
WKH *URXS HVWLPDWHY WKH DVVHW V RU FDVK JHQHUDWLQJ XQLW V UHFRY
LPSDLUPHQW ORVV LV UHYHUVHG RQO\ LI WKHUH KDV EHHQ D FKDQJH LQ WI
DVVHW V UHFRYHUDEOH DPRXQW VLQFH WKH ODVW LPSDLUPHQW ORVYV ZDV
WKDW WKH FDUU\LQJ DPRXQW RI WKH DVVHW GRHV QRW H[FHHG LWV UHFRY
DPRXQW WKDW ZRXOG KDYH EHHQ GHWHUPLQHG QHW RI GHSUHFLDWLRQ KI
IRU WKH DVVHW LQ SULRU \HDUV 6XFK UHYHUVDO LV UHFRJQLVHG LQ WKH
DQG RWKHU FRPSUHKHQVLYH LQFRPH

JLQDQFLDO LQVWUXPHQWYV

$ ILQDQFLDO LQVWUXPHQW LV DQ\ FRQWUDFW WKDW JLYHV ULVH WR D ILQ
OLDELOLW\ RU HTXLW\ LQVWUXPHQW RI DQRWKHU HQWLW\

L JLODQFLDO DVVHWYV
,QLWLDO UHFRJQLWLRQ DQG PHDVXUHPHQW

JLQDQFLDO DVVHWYV DUH FODVVLILHG DW LQLWLDO UHFRJQLWLRQ DV VXE\
YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH 2&, DQG IDLU YDOXH Wtk

7KH FODVVLILFDWLRQ RI ILQDQFLDO DVVHWY DW LQLWLDO UHFRJQLWLRQ G
FDVK IORZ FKDUDFWHULVWLFV DQG WKH *URXSYV EXVLQHVV PRGHO IRU PD
WUDGH UHFHLYDEOHY DQG GXH IURP UHODWHG SDUWLHV WKDW GR QRW FF
WKH *URXS LQLWLDOO\ PHDVXUHV D ILQDQFLDO DVVHW DW LWV IDLU YDOXt}
DW IDLU YDOXH WKURXJK SURILW RU ORVV WUDQVDFWLRQ FRVWV 7UDGH U
ILQDQFLQJ FRPSRQHQW DUH PHDVXUHG DW WKH WUDQVDFWLRQ SULFH

,Q RUGHU IRU D ILQDQFLDO DVVHW WR EH FODVVLILHG DQG PHDVXUHG DW [
LW QHHGVY WR JLYH ULVH WR FDVK IORZV WKDW DUH VROHO\ SD\PHQWYV R
SULQFLSDO DPRXQW RXWVWDQGLQJ 7KLV DVVHVVPHQW LV UHIHUUHG WR D
LOQVWUXPHQW OHYHO 7KH *URXS V EXVLQHVYV PRGHO IRU PDQDJLQJ ILQDQF
LWV ILQDQFLDO DVVHWYV LQ RUGHU WR JHQHUDWH FDVK IORZV

7KH EXVLQHVYVY PRGHO GHWHUPLQHY ZKHWKHU FDVK IORZV ZLOO UHVXOW IL
VHOOLQJ WKH ILQDQFLDO DVVHWYVY RU ERWK

3XUFKDVHV RU VDOHV RI ILQDQFLDO DVVHWYV WKDW UHTXLUH GHOLYHU\ RI L
UHJXODWLRQ RU FRQYHQWLRQ LQ WKH PDUNHWSODFH UHJXODU ZD\ WUDGH
WKH GDWH WKDW 7KH *URXS FRPPLWYVY WR SXUFKDVH RU VHOO WKH DVVHW

6XEVHTXHQW PHDVXUHPHQW
JRU SXUSRVHV RI VXEVHTXHQW PHDVXUHPHQW ILQDQFLDO DVVHWYVY DUH FO

X J)LQDQFLDO DVVHWV DW DPRUWLVHG FRVW GHEW LQVWUXPHQWYV

X J)LQDQFLDO DVVHWYV DW IDLU YDOXH WKURXJK 2&, ZLWK UHF\FOLQJ RI
LQVWUXPHQWYV

X J)LOQODQFLDO DVVHWYV GHVLJQDWHG DW IDLU YDOXH WKURXJK 2&, ZLWK G
ORVVHV XSRQ GHUHFRJQLWLRQ HTXLW\ LQVWUXPHQWYV DQG

X J)LQDQFLDO DVVHWV DW IDLU YDOXH WKURXJK SURILW RU ORVV

JLODQFLDO DVVHWY DW DPRUWLVHG FRVW

7KLV FDWHJRU\ LV WKH PRVW UHOHYDQW WR WKH *URXS 7KH *URXS PHDYV
FRVW LI ERWK RI WKH IROORZLQJ FRQGLWLRQV DUH PHW

X 7KH ILQDQFLDO DVVHW LV KHOG ZLWKLQ D EXVLQHVYV PRGHO ZLWK WK
LQ RUGHU WR FROOHFW FROWUDFWXDO FDVK IORZV DQG
X 7KH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHW JLYH ULVH RQ V

VROHO\ SD\PHQWV Rl SULQFLSDO DQG LQWHUHVW RQ WKH SULQFLSDO
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
JLODQFLDO LQVWUXPHQWY FRQWLQXHG

L J)LOQDQFLDO DVVHWV FRQWLQXHG

6XEVHTXHQW PHDVXUHPHQW FRQWLQXHG

J)LQDQFLDO DVVHWV DW DPRUWLVHG FRVW FRQWLQXHG

JLQDQFLDO DVVHWY DW DPRUWLVHG FRVW DUH VXEVHTXHQWO\ PHDVXUHG
PHWKRG DQG DUH VXEMHFW WR LPSDLUPHQW *DLQV DQG ORVVHV DUH UHEFR
LV GHUHFRJQLVHG PRGLILHG RU LPSDLUHG

7KH *URXS V ILQDQFLDO DVVHWY DW DPRUWLVHG FRVW LQFOXGHV EDQN E
UHFHLYDEOHYVY GXH IURP UHODWHG SDUWLHYV KRXVLQJ ORDQ UHFHLYDEOH\

7KH *URXS GRHV QRW KDYH DQ\ ILQDQFLDO DVVHWY DW IDLU YDOXH WKUR)
IDLU YDOXH WKURXJK SURILW RU ORVV

,PSDLUPHQW RI ILQDQFLDO DVVHWYV

7KH *URXS UHFRJQLVHY DQ DOORZDQFH IRU H[SHFWHG FUHGLW ORVVHV (&
DW IDLU YDOXH WKURXJK SURILW RU ORVV (&/V DUH EDVHG RQ WKH GLIIHUFE
GXH LQ DFFRUGDQFH ZLWK WKH FRQWUDFW DQG DOO WKH FDVK IORZV WKDW
DW DQ DSSUR[LPDWLRQ RI WKH RULJLQDO HIIHFWLYH LOQWHUHVW UDWH 7K
IORZV IURP WKH VDOH RI FROODWHUDO KHOG RU RWKHU FUHGLW HQKDQFH
WHUPV

(&/V DUH UHFRJQLVHG LQ WZR VWDJHV IRU GXH IURP UHODWHG SDUWLHV |
DVVHWY )RU FUHGLW H[SRVXUHV IRU ZKLFK WKHUH KDV QRW EHHQ D VLJQLI
UHFRJQLWLRQ (&/V DUH SURYLGHG IRU FUHGLW ORVVHYV WKDW UHVXOW IUF
WKH QH[W PRQWKYVY D PRQWK (&/ )RU WKRVH FUHGLW H[SRVXUHV IRU Z]
LQFUHDVH LQ FUHGLW ULVN VLQFH LQLWLDO UHFRJQLWLRQ D ORVYV DOOR?
RYHU WKH UHPDLQLQJ OLIH RI WKH H[SRVXUH LUUHVSHFWLYH RI WKH WLPL

YRU WUDGH UHFHLYDEOHV WKH *URXS DSSOLHV D VLPSOLILHG DSSURDFK L
DVVHWVY GR QRW FRQWDLQ D VLIJQLILFDQW ILQDQFLQJ FRPSRQHQW DQG XVX
7KHUHIRUH WKH *URXS GRHV QRW WUDFN FKDQJHV LQ FUHGLW ULVN EXW
EDVHG RQ (&/V DW HDFK UHSRUWLQJ GDWH

7KH *URXS KDV HVWDEOLVKHG GHIDXOW UDWHV WKDW LV EDVHG RQ LWV K
SUREDELOLW\ RI GHIDXOW DVVRFLDWHG ZLWK WKH 2PDQ *RYHUQPHQW D
VSHFLILF WR WKH FXVWRPHUV DQG WKH HFRQRPLF HQYLURQPHQW DQG W
OHWWHUV Rl FUHGLW 7KH *URXS FRQVLGHUV D ILQDQFLDO DVVHW LQ GHII
GD\V SDVW GXH +RZHYHU LQ FHUWDLQ FDVHV 7KH *URXS PD\ DOVR FRQ\
GHIDXOW ZKHQ LQWHUQDO RU H[WHUQDO LQIRUPDWLRQ LQGLFDWHV WKD
RXWVWDQGLQJ FRQWUDFWXDO DPRXQWV LQ IXO0 EHIRUH WDNLQJ LQWR DFF
*URXS $ ILQDQFLDO DVVHW LV ZULWWHQ RIl ZKHQ WKHUH LV QR UHDVRQ
FRQWUDFWXDO FDVK IORZV

'"HUHFRJQLWLRQ RI ILQDQFLDO DVVHWYV

$ ILQDQFLDO DVVHW RU ZKHUH DSSOLFDEOH D SDUW RI D ILQDQFLDO DVYV
DVVHWYV LV SULPDULO\ GHUHFRJQLVHG L H UHPRYHG IURP FRQVROLGDYV

ZKHQ
X 7KH ULJKWV WR UHFHLYH FDVK IORZV IURP WKH DVVHW KDYH H[SLUHG
X 7KH *URXS KDV WUDQVIHUUHG LWV ULJKWV WR UHFHLYH FDVK IORZV

REOLJDWLRQ WR SD\ WKH UHFHLYHG FDVK IORZV LQ IXOO ZLWKRXW PL
pSbvv WKURXJIJKYT DUUDQJHPHQW DQG HLWKHU D 7KH *URXS KDV WUD
DQG UHZDUGYV RI WKH DVVHW RU E 7KH *URXS KDV QHLWKHU WUDQV
DOO WKH ULVNV DQG UHZDUGYV RI WKH DVVHW EXW KDV WUDQVIHUUHG
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
JLODQFLDO LQVWUXPHQWY FRQWLQXHG

L JLQDQFLDO DVVHWVY FRQWLQXHG

'HUHFRJQLWLRQ RI ILQDQFLDO DVVHWY FRQWLQXHG

"KHQ WKH *URXS KDV WUDQVIHUUHG LWV ULJKWV WR UHFHLYH FDVK IORZV
SDVV WKURXJK DUUDQJHPHQW LW HYDOXDWHV LI DQG WR ZKDW H[WHQW
RZQHUVKLS :KHQ LW KDV QHLWKHU WUDQVIHUUHG QRU UHWDLQHG VXEVWD
DVVHW QRU WUDQVIHUUHG FRQWURO RI WKH DVVHW WKH *URXS FRQWLQX
WKH H[WHQW RI LWV FRQWLQXLQJ LQYROYHPHQW ,Q WKDW FDVH WKH *UR>
7KH WUDQVIHUUHG DVVHW DQG WKH DVVRFLDWHG OLDELOLW\ DUH PHDVXUH
REOLJDWLRQV WKDW WKH *URXS KDV UHWDLQHG &RQWLQXLQJ LQYROYHPHQ
WKH WUDQVIHUUHG DVVHW LV PHDVXUHG DW WKH ORZHU RI WKH RULJLQD
PD[LPXP DPRXQW Rl FRQVLGHUDWLRQ WKDW WKH *URXS FRXOG EH UHTXLUF

LL J)LOQODQFLDO OLDELOLWLHYV
,QLWLDO UHFRJQLWLRQ DQG PHDVXUHPHQW

JLQDQFLDO OLDELOLWLHY DUH FODVVLILHG DW LQLWLDO UHFRJQLWLRQ D!
RU ORVYV ORDQV DQG ERUURZLQJVY SD\DEOHV RU DV GHULYDWLYHV GHVL
HIITHFWLYH KHGJH DV DSSURSULDWH $00O ILQDQFLDO OLDELOLWLHYV DUH U
FDVH RI ORDQV DQG ERUURZLQJV DQG SD\DEOHV QHW RI GLUHFWO\ DWWUL

7KH *URXS V ILQDQFLDO OLDELOLWLHY LQFOXGH ERUURZLQJV WUDGH DQG
UHODWHG SDUWLHY DQG RWKHU OLDELOLWLHYV

BXEVHTXHQW PHDVXUHPHQW
7KH PHDVXUHPHQW RI ILQDQFLDO OLDELOLWLHY GHSHQGV RQ WKHLU FODV\
/RDQV DQG ERUURZLQJV

7KLV LV WKH FDWHJRU\ PRVW UHOHYDQW WR WKH *URXS $IWHU LQLWLDO
ERUURZLQJY DUH VXEVHTXHQWO\ PHDVXUHG DW DPRUWLVHG FRVW XVLQJ W
UHFRJQLVHG LQ SURILW RU ORVV ZKHQ WKH OLDELOLWLHY DUH GHUHFRJQL\

SURFHVV $PRUWLVHG FRVW LV FDOFXODWHG E\ WDNLQJ LQWR DFFRXQW D
DQG IHHV RU FRVWYVY WKDW DUH DQ LQWHJUDO SDUW RI WKH (,5 7KH (,5 DPR
LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV DQG RWKHU FRPE

7KLV FDWHJRU\ JHQHUDOO\ DSSOLHV WR ERUURZLQJV WUDGH DQG RWKHU ¢
SDUWLHV DQG RWKHU OLDELOLWLHYV

'"HUHFRJQLWLRQ

$ ILQDQFLDO OLDELOLW\ LV GHUHFRJQLVHG ZKHQ WKH REOLJDWLRQ XQGHU
H[SLUHV :KHQ DQ H[LVWLQJ ILQDQFLDO OLDELOLW\ LY UHSODFHG E\ DQRWK
GLITHUHQW WHUPV RU WKH WHUPV RI DQ H[LVWLQJ OLDELOLW\ DUH VXEV!
PRGLILFDWLRQ LV WUHDWHG DV WKH GHUHFRJQLWLRQ RI WKH RULJLQDO Ol
7KH GLIIHUHQFH LQ WKH UHVSHFWLYH FDUU\LQJ DPRXQWYV LV UHFRJQLVHG
RU ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH

&XUUHQW YHUVXV QRQ FXUUHQW FODVVLILFDWLRQ

7KH *URXS SUHVHQWY DVVHWYVY DQG OLDELOLWLHY LQ WKH FRQVROLGDWHG
D FXUUHQW QRQ FXUUHQW FODVVLILFDWLRQ $Q DVVHW LV FODVVLILHG DV

X ([SHFWHG WR EH UHDOLVHG RU LOQWHQGHG WR EH VROG RU FRQVXPHG
X +HOG SULPDULO\ IRU WKH SXUSRVH RI WUDGLQJ

X (I(SHFWHG WR EH UHDOLVHG ZLWKLQ WZHOYH PRQWKY DIWHU WKH UHS
X &DVK RU FDVK HTXLYDOHQW XQOHVV UHVWULFWHG IURP EHLQJ H[FKDC

DW OHDVW WZHOYH PRQWKY DIWHU WKH UHSRUWLQJ SHULRG
$00 RWKHU DVVHWYV DUH FODVVLILHG DV QRQ FXUUHQW
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG
ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
&XUUHQW YHUVXV QRQ FXUUHQW FODVVLILFDWLRQ FRQWLQXHG
$ OLDELOLW)\ LV FODVVLILHG DV FXUUHQW ZKHQ

X W LV H[SHFWHG WR EH VHWWOHG LQ WKH QRUPDO RSHUDWLQJ F\FOH
X ,W LV KHOG SULPDULO\ IRU WKH SXUSRVH RI WUDGLQJ

X WLV GXH WR EH VHWWOHG ZLWKLQ WZHOYH PRQWKYV DIWHU WKH UHS
X 7TKHUH LV QR XQFRQGLWLRQDO ULJKW WR GHIHU WKH VHWWOHPHQW R

DIWHU WKH UHSRUWLQJ SHULRG
7KH *URXS FODVVLILHY DOO RWKHU OLDELOLWLHY DV QRQ FXUUHQW
21ITVHWWLQJ RI ILOQDQFLDO LQVWUXPHQWYV

JLQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHY DUH RIIVHW DQG WKH
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ LI DQG RQO\ LI

X 7KHUH LV D FXUUHQWO\ HQIRUFHDEOH OHJDO ULJKW WR RIIVHW WKH L
X 7KHUH LV DQ LOQWHQWLRQ WR VHWWOH RQ D QHW EDVLV RU WR UHDC
VLPXOWDQHRXVO\

&DVK DQG EDQN

&DVK DQG EDQN EDODQFHV LQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQ
DQG FDVK LQ KDQG )RU WKH SXUSRVH RI WKH FRQVROLGDWHG VWDWHPI
HTXLYDOHQWY FRQVLVWYV Rl FDVK LQ KDQG DQG FDVK DW EDQN DV GHILQF
LQWHJUDO SDUW RI WKH *URXSYV FDVK PDQDJHPHQW

%YRUURZLQJ FRVWYV

%RUURZLQJ FRVWV LQFOXGH LQWHUHVW DQG GLUHFW FRVWV VXFK DV XQ(
UHODWHG FRVWVY LQ FRQQHFWLRQ ZLWK ERUURZLQJV &RVWV RWKHU WKDQ
DPRUWLVHG RYHU WKH FRQWUDFWXDO WHUP RI WKH GHEW ,QWHUHVW FRVYV
UDWH PHWKRG LQ DFFRUGDQFH ZLWK ,)56 %RUURZLQJ FRVWV LQFXUUF
FRQVWUXFWLQJ RU SURGXFLQJ D TXDOLI\LQJ DVVHW DUH FDSLWDOLVHG D
FDSLWDOLVHG ZKLOH DFTXLVLWLRQ RU FRQVWUXFWLRQ LV DFWLYHO\ XQ
VXEVWDQWLDOO\ FRPSOHWH RU VXVSHQGHG LI WKH GHYHORSPHQW RI WKH

%RUURZLQJ FRVWYV ZKLFK DUH GLUHFWO\ DWWULEXWDEOH WR WKH FRQVWU-.
WKDW QHFHVVDULO\ WDNH D VXEVWDQWLDO SHULRG RI WLPH WR SUHSDUH
FRVW RI WKRVH DVVHWYV XQWLO VXFK WLPH DV WKH DVVHWY DUH VXEVWD
RWKHU ERUURZLQJ FRVWYV DUH UHFRJQLVHG LQ WKH FRQVROLGDWHG VW
FRPSUHKHQVLYH LQFRPH LQ WKH SHULRG LQ ZKLFK WKH\ DUH LQFXUUHG

)DLU YDOXH PHDVXUHPHQWYV

)DLU YDOXH LV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VHOO DQ DVVHW
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUHPHQW
EDVHG RQ WKH SUHVXPSWLRQ WKDW WKH WUDQVDFWLRQ WR VHOO WKH DVV

X ,Q WKH SULQFLSDO PDUNHW IRU WKH DVVHW RU OLDELOLW\ RU
X ,Q WKH DEVHQFH RI D SULQFLSDO PDUNHW LQ WKH PRVW DGYDQWDJH|
7KH SULQFLSDO RU WKH PRVW DGYDQWDJHRXY PDUNHW PXVW EH DFFHVVLE

7KH IDLU YDOXH RI DQ DVVHW RU D OLDELOLW\ LV PHDVXUHG XVLQJ WKH
ZRXOG XVH ZKHQ SULFLQJ WKH DVVHW RU OLDELOLW\ DVVXPLQJ WKDW PD
EHVW LQWHUHVW $ IDLU YDOXH PHDVXUHPHQW RI D QRQ ILQDQFLDO D\
SDUWLFLSDQW V DELOLW\ WR JHQHUDWH HFRQRPLF EHQHILWY E\ XVLQJ WK
VHOOLQJ LW WR DQRWKHU PDUNHW SDUWLFLSDQW WKDW ZRXOG XVH WKH D

7TKH *URXS XVHV YDOXDWLRQ WHFKQLTXHV WKDW DUH DSSURSULDWH LQ WK
GDWD LV DYDLODEOH WR PHDVXUH IDLU YDOXH PD[LPLVLQJ WKH XVH RI UHC
WKH XVH RI XQREVHUYDEOH LQSXWYV
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
)DLU YDOXH PHDVXUHPHQWY FRQWLQXHG

7TKHUH DUH QR DVVHWY DQG OLDELOLWLHYV IRU ZKLFK IDLU YDOXH LV PHD\
ILQDQFLDO VWDWHPHQWY 7KH IDLU YDOXHYV RI ILQDQFLDO DVVHWY DQG |
GLITHUHQW IURP WKHLU FDUU\LQJ YDOXHY ODUJHO\ GXH WR WKH VKRUW WH

BURYLVLRQV

BURYLVLRQV DUH UHFRJQLVHG ZKHQ WKH *URXS KDV D SUHVHQW REOLJDWL
RI D SDVW HYHQW LW LV SUREDEOH WKDW DQ RXWIORZ RI UHVRXUFHV HPER
WR VHWWOH WKH REOLJDWLRQ DQG D UHOLDEOH HVWLPDWH FDQ EH PDGH F
*URXS H[SHFWV VRPH RU DOO RI D SURYLVLRQ WR EH UHLPEXUVHG IRU H[L
WKH UHLPEXUVHPHQW LV UHFRJQLVHG DV D VHSDUDWH DVVHW EXW RQO\
FHUWDLQ 7KH H[SHQVH UHODWLQJ WR DQ\ SURYLVLRQ LV SUHVHQWHG LQ
ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH QHW RI DQ\ UHLPEXUVHPHQW
PRQH\ LV PDWHULDO SURYLVLRQV DUH GLVFRXQWHG XVLQJ D FXUUHQW
DSSURSULDWH WKH ULVNV VSHFLILF WR WKH OLDELOLW\ :KHUH GLVFRXQYV
GXH WR WKH SDVVDJH Rl WLPH LV UHFRJQLVHG DV D ILQDQFH FRVW

$EDQGRQPHQW SURYLVLRQ 'HFRPPLVVLRQLQJ FRVWYV

JLDELOLWLHV IRU GHFRPPLVVLRQLQJ FRVWV DUH UHFRJQLVHG ZKHQ WKH *
DEDQGRQ D ZHOO GLVPDQWOH DQG UHPRYH D IDFLOLW\ RU DQ LWHP RI SOL
ORFDWHG DQG ZKHQ D UHOLDEOH HVWLPDWH RI WKDW OLDELOLW\ FDQ EH F
IDFLOLW\ RU LWHP Rl SODQW VXFK DV RLO DQG QDWXUDO JDV SURGXFWLRG
EH UHFRJQLVHG RQ FRQVWUXFWLRQ RU LQVWDOODWLRQ 6LPLODUO\ ZKHUF
LV UHFRJQLVHG ZKHQ LW LV GULOOHG $Q REOLJDWLRQ IRU DEDQGRQPHQW
RSHUDWLRQ RI D ZHOO IDFLOLW\ RU LWHP Rl SODQW WKURXJK D FKDQJH
WHUPLQDWH RSHUDWLRQV DQ REOLJDWLRQ PD\ DOVR DULVH LQ FDVHV Zk
VXEVHTXHQW RZQHU LV QR ORQJHU DEOH WR IXOILO LWV DEDQGRQPHQW RE
GHFRPPLVVLRQLQJ ZHOOV SURGXFWLRQ IDFLOLWLHV DQG SLSHOLQHV DV
HVWLPDWHG XVLQJ H[LVWLQJ WHFKQRORJ\ DW IXWXUH SULFHV GHSHQGLQ
DQG GLVFRXQWHG XVLQJ WKH QRPLQDO GLVFRXQW UDWH $EDQGRQPHQW
SUHVHQW YDOXH RI H{SHFWHG FRVWVY WR VHWWOH WKH REOLJDWLRQ XVLQ
REOLJDWLRQ LV DGGHG WR WKH FDUU\LQJ DPRXQW Rl WKH UHODWHG DVVH\
DVVHW

&KDQJHV LQ WKH HVWLPDWHG WLPLQJ FDVK IORZV RU FRVW RI GHFRPPLV\
E\ UHFRUGLQJ DQ DGMXVWPHQW WR WKH SURYLVLRQ DQG D FRUUHVSRQGL(
$Q\ UHGXFWLRQ LQ WKH GHFRPPLVVLRQLQJ OLDELOLW\ DQG WKHUHIRUH D
UHODWHVY PD\ QRW H[FHHG WKH FDUU\LQJ DPRXQW RI WKDW DVVHW ,I LW G
LV WDNHQ LPPHGLDWHO\ WR WKH FRQVROLGDWHG VWDWHPHQW RI SURILW
.l WKH FKDQJH LQ HVWLPDWH UHVXOWV LQ DQ LQFUHDVH LQ WKH DEDQGRQP
WR WKH FDUU\LQJ YDOXH RI WKH DVVHW WKH *URXS FRQVLGHUV ZKHWKHU
WKH DVVHW DV D ZKROH DQG LI VR WHVWV IRU LPSDLUPHQW ,I IRU PDW)
YDOXH RI RLO DQG JDV DVVHWV QHW RI DEDQGRQPHQW SURYLVLRQV H[FHH
RI WKH LQFUHDVH LV FKDUJHG GLUHFWO\ WR H[SHQVH

7KH GLVFRXQWHG OLDELOLW\ LV LQFUHDVHG IRU WKH FKDQJH LQ SUHVHQV
UHIOHFWVY FXUUHQW PDUNHW DVVHVVPHQWY DQG WKH ULVNV VSHFLILF WR \
GLVFRXQW LV UHFRJQLVHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILV
XQZLQGLQJ RI GLVFRXQW RQ RU XWLOLVDWLRQ RI WKH SURYLVLRQ DQ\ FKD
H[SHQGLWXUH LV UHIOHFWHG DV DQ DGMXVWPHQW WR WKH SURYLVLRQ DQG
LV JHQHUDWLQJ RU LV H[SHFWHG WR JHQHUDWH IXWXUH HFRQRPLF EHQHIL)

(QYLURQPHQWDO H[SHQGLWXUHY DQG OLDELOLWLHYV

([SHQGLWXUHVY WKDW UHODWH WR DQ H[LVWLQJ FRQGLWLRQ FDXVHG E\ SD
FXUUHQW RU IXWXUH HDUQLQJY DUH H[SHQVHG /LDELOLWLHV IRU HQYLUR
FOHDQ XS LV SUREDEOH DQG WKH DVVRFLDWHG FRVWV FDQ EH UHOLDEO
UHFRIJQLWLRQ RI WKHVH SURYLVLRQV FRLQFLGHYV ZLWK WKH FRPPLWPHQW
RQ GLYHVWPHQW RU RQ FORVXUH RI LQDFWLYH VLWHYV 7KH DPRXQW UHFRJ



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
$EDQGRQPHQW SURYLVLRQ 'HFRPPLVVLRQLQJ FRVWV FRQWLQXHG
(QYLURQPHQWDO H[SHQGLWXUHV DQG OLDELOLWLHY FRQWLQXHG

HI[SHQGLWXUH UHTXLUHG WR VHWWOH WKH REOLJDWLRQ 3URYLVLRQV IF
HVWLPDWHG XVLQJ H[LVWLQJ WHFKQRORJ\ DW IXWXUH SULFHV DQG GLVFR:

&RQWLQJIHQFLHV

&RQWLQIJHQW OLDELOLWLHY DUH QRW UHFRJQLVHG LQ WKH FRQVROLGDWH
XQOHVV WKH SRVVLELOLW\ RI DQ RXWIORZ RI UHVRXUFHYV HPERG\LQJ HFRQ
DVVHWY DUH QRW UHFRJQLVHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDW
HFRQRPLF EHQHILWYV LV SUREDEOH

2PDQL VWDII SHQVLRQ VFKHPH

3'2 RSHUDWHYV D GHILQHG EHQHILW SHQVLRQ VFKHPH 3WKH 6FKHPH" IRU L
DQG JDV RSHUDWLRQV ZKLFK UHTXLUHV FRQWULEXWLRQV WR EH PDGH WR
IXQG ZKLFK LV JRYHUQHG E\ UXOHV VHW RXW E\ 3'2

$00 2PDQL HPSOR\HHV HPSOR\HG RQ D IXOO WLPH EDVLV DUH HOLJLEOH W
WKH GDWH RI MRLQLQJ 3'2 LI KH RU VKH LV DEOH WR FRPSOHWH DFW XD
-DQXDU\ ZLWK 3'2 EHIRUH WKH\ UHDFK WKH DJH RI  \HDUV IRU PDOH D¢
DQ RSWLRQ WR ZRUN XQWLO WKH DJH RI \HDUV  3'2 FRQWULEXWHV L
GHWHUPLQHG E\ WKH 3HQVLRQV &RPPLWWHH DFWLQJ RQ $FWXDULDO $GYLF]
$VVHW XQGHU ,$6 (PSOR\HH %HQHILWV 7KH FRVW RI SURYLGLQJ EHQHILV
XVLQJ WKH SURMHFWHG XQLW FUHGLW PHWKRG ZLWK DFWXDULDO YDOXDV
DQQXDO UHSRUWLQJ SHULRG

5H PHDVXUHPHQW FRPSULVLQJ DFWXDULDO JDLQ DQG ORVVHV DQG WKH
LQWHUHVW LV UHIOHFWHG LPPHGLDWHO\ LQ WKH EDODQFH VKHHW ZLW
FRPSUHKHQVLYH LQFRPH LQ WKH SHULRG LQ ZKLFK WKH\ RFFXU 5H PHD
FRPSUHKHQVLYH FRVW LV UHIOHFWHG LPPHGLDWHO\ LQ UHWDLQHG HDUQL
FRQVROLGDWHG VWDWHPHQW RI RWKHU FRPSUHKHQVLYH LQFRPH 3DVW
FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV LQ WKH SHULRG RI WKH S
E\ DSSO\LQJ WKH GLVFRXQW UDWH DW WKH EHJLQQLQJ RI WKH SHULRG WR

'"HILQHG EHQHILW FRVWY DUH FDWHJRULVHG DV IROORZYV

X 6HUYLFH FRVW LQFOXGLQJ FXUUHQW VHUYLFH FRVW SDVW VHUYLFH
FXUWDLOPHQW DQG VHWWOHPHQWYV

X I1HW LOQOWHUHVW H[SHQVH LQFRPH

X 5H PHDVXUHPHQW

7KH *URXS SUHVHQWY WKH ILUVW WZR FRPSRQHQWY RI WKH GHILQHG EHQHI
RI SURILW RU ORVV DQG WKLUG FRPSRQHQW LQ RWKHU FRPSUHKHQVLYH LQ
UHFRJQLVHG LQ WKH EDODQFH VKHHW UHSUHVHQWY WKH DFWXDO GHILFLV
JXUWKHU GHWDLOV DUH FRQWDLQHG LQ 1RWH

1RQ 2PDQL VWDII SHQVLRQ OLDELOLWLHYV

1RQ 2PDQL WHUPLQDO EHQHILWY DUH DFFRXQWHG IRU RQ DQ DFFUXDOYV
VHFRQGHG H[SDWULDWH VWDII LV EDVHG XSRQ WKH OLDELOLW\ DFFUXH
FRQWULEXWLRQV RI WKH LUUHVSHFWLYH SHQVLRQ VFKHPHV (QG RI VHUYLF
DFFUXHG LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV Rl WKH 2PDQ /DERXU /DZ
DUH FRQWDLQHG LQ 1RWH
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
JRUHLJQ FXUUHQFLHYV

7KH *URXSTV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG |
WKH SDUHQW FRPSDQ\TV IXQFWLRQDO FXUUHQF\

7UDQVDFWLRQV DQG EDODQFHYV

7TUDQVDFWLRQV LQ IRUHLJQ FXUUHQFLHY DUH LQLWLDOO\ UHFRUGHG DW WK
GDWH RI WKH WUDQVDFWLRQ ORQHWDU\ DVVHWYVY DQG OLDELOLWLHV GF
UHWUDQVODWHG DW WKH IXQFWLRQDO FXUUHQF\ VSRW UDWH RI H[FKDQJH
DUH WDNHQ WR WKH FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV DQG

1RQ PRQHWDU\ LWHPV WKDW DUH PHDVXUHG LQ WHUPV RI KLVWRULFDO FR!
XVLQJ WKH H[FKDQJH UDWHV DW WKH GDWHV Rl WKH LQLWLDO WUDQVDFWL
YDOXH LQ D IRUHLJQ FXUUHQF\ DUH WUDQVODWHG XVLQJ WKH H[FKDQJH Ul
GHWHUPLQHG 7KH JDLQ RU ORVV DULVLQJ RQ WUDQVODWLRQ RI QRQ PRQ
WUHDWHG LQ OLQH ZLWK WKH UHFRJQLWLRQ RI WKH JDLQ RU ORVV RQ WKH

'LVWULEXWLRQ RI DVVHWYV

$Q\ WUDQVIHU RI QRQ ILQDQFLDO DVVHWY LQFOXGLQJLQYHQWRULHV XQGt
LV FRQVLGHUHG WR EH DQ HTXLW\ WUDQVDFWLRQ HLWKHU LQ VSHFLH GLVYV
JLYHV DZD\ WKH QRQ ILQDQFLDO DVVHW UHIOHFWV WKH WUDQVDFWLRQ DV I
DQG DFFRXQWYV IRU WKH WUDQVIHU E\ GHUHFRJQLVLQJ WKH GLVWULEXWHCG
HTXLW\

7D[
&XUUHQW LQFRPH WDJ[

&XUUHQW LQFRPH WD[ DVVHWY DQG OLDELOLWLHY DUH PHDVXUHG DW WKH
RU SDLG WR WKH WD[DWLRQ DXWKRULWLHYVY 7KH FKDUJH IRU FXUUHQW WDJ I
E\ WKH *URXS DV DGMXVWHG IRU LWHPV WKDW DUH QRQ WD[DEOH RU GLVL
H[SHQVHV 7KH WD[ UDWHYVY DQG WD[ ODZV XVHG WR FRPSXWH WKH DPRXQ
VXEVWDQWLYHO\ HODFWHG DW WKH UHSRUWLQJ GDWH LQ WKH MXULVGLFWL
WD[DEOH LQFRPH

&XUUHQW LQFRPH WD[ UHODWLQJ WR LWHPV UHFRJQLVHG GLUHFWO\ LQ HT?
FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV ODQDJHPHQW SHULRGLF|
UHWXUQV ZLWK UHVSHFW WR VLWXDWLRQV LQ ZKLFK DSSOLFDEOH WDJ[ UH]J
HVYWDEOLVKHYV SURYLVLRQV ZKHUH DSSURSULDWH

'"HIHUUHG WD]

‘HIHUUHG WD[ LV SURYLGHG XVLQJ WKH OLDELOLW\ PHWKRG RQ WHPSRUDU
DVVHWY DQG OLDELOLWLHY DQG WKHLU FDUU\LQJ DPRXQWYV IRU ILQDQFLDO

‘"HIHUUHG WD[ OLDELOLWLHY DUH UHFRJQLVHG IRU DOO WD[DEOH WHPSRUD!

':KHQ WKH GHIHUUHG WD[ OLDELOLW\ DULVHV IURP WKH LQLWLDO UHFRJQL
WUDQVDFWLRQ WKDW LV QRW D EXVLQHVV FRPELQDWLRQ DQG DW WKH WL
DFFRXQWLQJ SURILW QRU WD[DEOH SURILW RU ORVYV

,Q UHVSHFW RI WD[DEOH WHPSRUDU\ GLIIHUHQFHV DVVRFLDWHG ZLWK LQ
DQG LQWHUHVWY LQ MRLQW DUUDQJHPHQWYVY ZKHQ WKH WLPLQJ RI WKH UF
EH FRQWUROOHG DQG LW LV SUREDEOH WKDW WKH WHPSRUDU\ GLIIHUHQFH
'"HIHUUHG WD[ DVVHWYV DUH UHFRJQLVHG IRU DOO GHGXFWLEOH WHPSRUDU\
WD[ FUHGLWV DQG DQ\ XQXVHG WD[ ORVVHV 'HIHUUHG WD[ DVVHWV DUH
SUREDEOH WKDW WD[DEOH SURILW ZLOO EH DYDLODEOH DJDLQVW ZKLFK W
WKH FDUU\ IRUZDUG RI XQXVHG WD[ FUHGLWY DQG XQXVHG WD[ ORVVHV FD

‘KHQ WKH GHIHUUHG WD[ DVVHW UHODWLQJ WR WKH GHGXFWLEOH WHPS
UHFRJQLWLRQ RI DQ DVVHW RU OLDELOLW\ LQ D WUDQVDFWLRQ WKDW LV Q
WKH WUDQVDFWLRQ DIIHFWV QHLWKHU WKH DFFRXQWLQJ SURILW QRU WD



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG
7D[ FRQWLQXHG
'"HIHUUHG WD[ FRQWLQXHG

,Q UHVSHFW Rl GHGXFWLEOH WHPSRUDU\ GLIITHUHQFHY DVVRFLDWHG ZLWK
DQG LQWHUHVWY LQ MRLQW DUUDQJHPHQWY GHIHUUHG WD[ DVVHWYVY DUH
SUREDEOH WKDW WKH WHPSRUDU\ GLITHUHQFHYV ZLOO UHYHUVH LQ WKH IRU
DYDLODEOH DJDLQVW ZKLFK WKH WHPSRUDU\ GLITHUHQFHY FDQ EH XWLOLYV

7KH FDUU\LQJ DPRXQW Rl GHIHUUHG WD[ DVVHWV LV UHYLHZHG DW HDFK UH
WKDW LW LV QR ORQJHU SUREDEOH WKDW VXIILFLHQW WD[DEOH SURILW Z
GHIHUUHG WD[ DVVHW WR EH XWLOLVHG 8QUHFRJQLVHG GHIHUUHG WDJ[ DV
GDWH DQG DUH UHFRJQLVHG WR WKH H[WHQW WKDW LW KDV EHFRPH SUREL
WKH GHIHUUHG WD[ DVVHW WR EH UHFRYHUHG

'"HIHUUHG WD[ DVVHWYVY DQG OLDELOLWLHY DUH PHDVXUHG DW WKH WD[ UDW
ZKHQ WKH DVVHW LV UHDOLVHG RU WKH OLDELOLW\ LV VHWWOHG EDVHG F
HODFWHG RU VXEVWDQWLYHO\ HQDFWHG DW WKH UHSRUWLQJ GDWH

'HIHUUHG WD[ UHODWLQJ WR LWHPV UHFRJQLVHG RXWVLGH SURILW RU OR
'"HIHUUHG WD[ LWHPV DUH UHFRJQLVHG LQ FRUUHODWLRQ WR WKH XQGHUO
LQ HTXLW\

7KH *URXS RIIVHWY GHIHUUHG WD[ DVVHWY DQG GHIHUUHG WD[ OLDELOLWLF
ULJKW WR VHW RII FXUUHQW WD[ DVVHWY DQG FXUUHQW WD[ OLDELOLWLHYV
OLDELOLWLHY UHODWH WR LQFRPH WD[HV OHYLHG E\ WKH VDPH WD[DWLRQ
RU GLIIHUHQW WD[DEOH HQWLWLHY ZKLFK LOQWHQG HLWKHU WR VHWWOH FX
RU WR UHDOLVH WKH DVVHWY DQG VHWWOH WKH OLDELOLWLHYV VLPXOWDQH
DPRXQWV RI GHIHUUHG WD[ OLDELOLWLHY RU DVVHWY DUH H[SHFWHG WR E

5R\DOWLHYV

,Q DFFRUGDQFH ZLWK WKH )LVFDO 3URWRFRO WKH *URXS VKDOO SD\ UR\D
*URXSTV ZHHNO\ UHYHQXH IURP WKH VDOH RI LWV SDUWLFLSDWLQJ LQWHU
7KH *URXS SD\V UR\DOWLHV WR WKH *RYHUQPHQW EDVHG RQ VOLGLQJ VFDO
IURP WKH VDOH RI FUXGH RLO DQG FRQGHQVDWH FDOFXODWHG E\ DSSO\LQJ
02* 3ULFHV IRU WKH QRPLOQDWHG PRQWK RI OLIWLQJ WLPHVY WKH QXPEHU R
OLIWHG E\ WKH *URXS DW WKH SHWUROHXP GHOLYHU\ SRLQW LQ VXFK PRQ'
VKDUH RI1 )6$ %DUUHOV 7KH UR\DOWLHYV SD\DEOH E\ WKH *URXS PHHW WKH |
DQG DFFRUGLQJO\ UHFRJQLVHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI S

&DVK GLYLGHQG

(‘2 UHFRJQLVHVY D OLDELOLW\ WR SD\ D GLYLGHQG ZKHQ WKH GLVWULEXWLI
QR ORQJHU DW WKH GLVFUHWLRQ RI (‘2 $ GLVWULEXWLRQ LV DXWKRULVHG
RlI ('2 $ FRUUHVSRQGLQJ DPRXQW LV UHFRJQLVHG GLUHFWO\ LQ HTXLW\ 'LY
DIWHU WKH UHSRUWLQJ GDWH LV GHDOW ZLWK DV DQ HYHQW DIWHU WKH Ul

+RZHYHU LQ WKH PHHWLQJ KHOG RQ )HEUXDU\ WKH (‘2 %RDUG DSSU
UHVLGXDO FDVK SDLG WR 02) DV D UHSD\PHQW RI WKH VKDUHKROGHU ORE
SD\PHQW

&KDQJHV LQ VLJQLILFDQW DFFRXQWLQJ SROLFLHV
1HZ DQG DPHQGHG VWDQGDUGY DQG LQWHUSUHWDWLRQV
'"HIHUUHG WD[ UHODWHG WR DVVHWY DQG OLDELOLWLHV DULVLQJ IURP D VL

7KH *URXS KDV DGRSWHG 'HIHUUHG 7D[ UHODWHG WR $VVHWY DQG /LDELOLV
$PHQGPHQWV WR ,$6 IURP -DQXDU\ 7TKH DPHQGPHQWY QDUURZ V
UHFRJQLWLRQ H[HPSWLRQ WR H[FOXGH WUDQVDFWLRQV WKDW JLYH ULV
GLIIHUHQFHY £+ HJ OHDVHY DQG GHFRPPLVVLRQLQJ OLDELOLWLHYV )RU OH
DQ HOQWLW\ LV UHTXLUHG WR UHFRJQLVH WKH DVVRFLDWHG GHIHUUHG WD]
RI WKH HDUOLHVW FRPSDUDWLYH SHULRG SUHVHQWHG ZLWK DQ\ FXPXODW



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ FRQWLQXHG

&KDQJHV LQ VLJQLILFDQW DFFRXQWLQJ SROLFLHY FRQWLQXHG

1HZ DQG DPHQGHG VWDQGDUGY DQG LQWHUSUHWDWLRQV FRQWLQXHG
'"HIHUUHG WD[ UHODWHG WR DVVHWV DQG OLDELOLWLHY DULVLQJ IURP D VL

WR UHWDLQHG HDUQLQJV RU RWKHU FRPSRQHQWY RI HTXLW\ DW WKDW GD
DSSOLHV WKH DPHQGPHQWYV WR WUDQVDFWLRQV WKDW RFFXU RQ RU DIWI
SUHVHQWHG 7KHVH DPHQGPHQWY KDG QR LPSDFW RQ WKH FRQVROLGDWHG

*OREDO PLQLPXP WRS XS WD][
7KH *URXS KDV DGRSWHG ,QWHUQDWLRQDO 7D[ 5HIRUP = 3LOODU 7ZR ORGH
XSRQ WKHLU UHOHDVH RQ 0D\ 7KH DPHQGPHQWY SURYLGH D WHPSRU
GHIHUUHG WD[ DFFRXQWLQJ IRU WKH WRS XS WD[ ZKLFK LV HIIHFWLYH LPP
DERXW WKH 3LOODU 7ZR H[SRVXUH 7KHVH DPHQGPHQWY KDG QR LPSDFV
VWDWHPHQWY RI WKH *URXS

ODWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ

7KH *URXS DOVR DGRSWHG 'LVFORVXUH RI $FFRXQWLQJ 3ROLFLHV $PHQGP
6WDWHPHQW IURP -DQXDU\ $OWKRXIJIK WKH DPHQGPHQWY GLG QRW
DFFRXQWLQJ SROLFLHV WKHPVHOYHV WKH\ LPSDFWHG WKH DFFRXQWLQJ
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

7KH DPHQGPHQWY UHTXLUH WKH GLVFORVXUH RI uyPDWHULDOY UDWKHU WK
DPHOQGPHQWY DOVR SURYLGH JXLGDQFH RQ WKH DSSOLFDWLRQ RI PDWHULD
DVVLVWLQJ HQWLWLHVY WR SURYLGH XVHIXO HQWLW\ VSHFLILF DFFRXQWL
XQGHUVWDQG RWKHU LQIRUPDWLRQ LQ WKH FRQVROLGDWHG ILQDQFLDO \
LPSDFW RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI WKH *URXS

)56 ,QVXUDQFH &RQWUDFWYV

)56 ,QVXUDQFH &RQWUDFWV LV D FRPSUHKHQVLYH QHZ DFFRXQWLQJ VV
FRYHULQJ UHFRJQLWLRQ DQG PHDVXUHPHQW SUHVHQWDWLRQ DQG GLVF
,QVXUDQFH &RQWUDFWV ,)56 DSSOLHV WR DOO W\SHV RI LQVXUDQFH F
LQVXUDQFH DQG UH LQVXUDQFH UHJDUGOHVV RI WKH W\SH RI HQWLWLHV
JXDUDQWHHY DQG ILQDQFLDO LQVWUXPHQWYV ZLWK GLVFUHWLRQDU\ SDUWL
ZLOO DSSO\ 7KH RYHUDOO REMHFWLYH RI ,)56 LV WR SURYLGH D FRPS
LQVXUDQFH FRQWUDFWY WKDW LV PRUH XVHIXO DQG FRQVLVWHQW IRU LQ
DVSHFWV ,)56 LV EDVHG RQ D JHQHUDO PRGHO VXSSOHPHQWHG E\

$ VSHFLILF DGDSWDWLRQ IRU FRQWUDFWYV ZLWK GLUHFW SDUWLFLSDWLRGC
$ VLPSOLILHG DSSURDFK WKH SUHPLXP DOORFDWLRQ DSSURDFK PDLQO\
7KH QHZ VWDQGDUG KDG QR LPSDFW RQ WKH *URXSYV FRQVROLGDWHG ILQE
'"HILQLWLRQ RI $FFRXQWLQJ (VWLPDWHY $PHQGPHQWYV WR ,$6
7KH DPHQGPHQWYV WR ,$6 FODULI\ WKH GLVWLQFWLRQ EHWZHHQ FKDQJHV

DFFRXQWLQJ SROLFLHY DQG WKH FRUUHFWLRQ RI HUURUV 7KH\ DOVR FC
WHFKQLTXHY DQG LQSXWV WR GHYHORS DFFRXQWLQJ HVWLPDWHYV

7KH DPHQGPHQWY KDG QR LPSDFW RQ WKH *URXSTV FRQVROLGDWHG ILQDQ



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

SHYHQXH

,Q WHUPV RI WKH WLPLQJ RI UHYHQXH UHFRJQLWLRQ UHYHQXH LV UHFRJQ
Rl JRRGV LV WUDQVIHUUHG WR WKH FXVWRPHU 7KH *URXS GRHV QRW UHC
ILQDQFLQJ FRPSRQHQWYV ZLWK UHVSHFW WR WKH FRQWUDFWYV ZLWK FXVWR

&RQWUDFW EDODQFHYV
5HIHU QRWH IRU WUDGH UHFHLYDEOHYV

&RQWUDFW OLDELOLWLHV UHSUHVHQW DGYDQFHV UHFHLYHG WR GHOLYHU
DGYDQFHV GR QRW KDYH DQ\ ILQDQFLQJ FRPSRQHQW DQG DUH FXVWRPDU\
WUDQVIHU RI D SURPLVHG JRRGV RU VHUYLFHV WR D FXVWRPHU DQG WKH
EH OHVV WKDQ D \HDU 7KHUHIRUH LW LV QRW FRQVLGHUHG DV YDULDEOH
RQ WKH WUDQVDFWLRQ SULFH

7KHUH ZHUH QR FRQWUDFW OLDELOLWLHY DW WKH EHJLQQLQJ Rl WKH \HDU
SUHVHQWHG DV D UHVXOW QR UHYHQXH ZDV UHFRJQLVHG GXULQJ DQG

,QIRUPDWLRQ DERXW WKH *URXSTV SHUIRUPDQFH REOLJDWLRQ LV VXPPDUL)
LQIRUPDWLRYHQE&HUWRP FRQWUDFWYV ZLWK FXVWRPHUVY



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

2WKHU LQFRPH DQG H[SHQVHV

D 2WKHU RSHUDWLQJ LQFRPH

E 2WKHU H[SHQVHYV

2WKHU H[SHQVHV LQFOXGH IHHVY UHODWLQJ WR HI[WHUQDO DXGLWRU DPRXQ\
2XW RI WKLV DXGLW IHHV IRU WKH \HDU DPRXQWYV WR 86 M M
WR QRQ DXGLW VHUYLFHV

F JLQDQFH FRVWYV

G J)LODQFH LQFRPH



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWDW
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

'"HSUHFLDWLRQ GHSOHWLRQ DQG DPRUWLVDWLRQ

BURGXFWLRQ H[SHQVHYV

7KH SURGXFWLRQ H[SHQVHV LQFOXGH VWDII FRVWV RI 86 M DQG 8
HQGHG '"HFHPEHU DQG UHVSHFWLYHO\ 1RWH

5R\DOW\ H[SHQVHV 1RWH

6WDII FRVW

'‘XULQJ WKH \HDUV HQGHG '"HFHPEHU DQG VWDII FRVWYV RI 86
M UHVSHFWLYHO\ ZHUH FDSLWDOLVHG LQ 33URGXFWLRQ ZHOOV SURGX
6WDII FRVWV RI 86 M DQG 86 1] IRU WKH \HDUV HQGHG

UHVSHFWLYHO\ DUH LQFOXGHG ZLWKLQ SURGXFWLRQ H[SHQVHV 1RWH



(QHUJ\ '"HYHORSPHQW 2PDQ 6%$2
&RQVROLGDWHG ILQDQFLDO V\
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWVFRQWKE&XK®G&UJ\ '"HYHORSPHQW 2PDQ 6$2&
D 3URSHUW\ SODQW DQG HTXLSPHQW

7KH QHW ERRN YDOXH RI DVVHWV ZULWWHQ RIl DQG RU GLVSRVHG H[FOXGLQJ DEDQGRQPHQW DVVHWYV IRU W
FRQVLGHUDWLRQ UHFHLYHG DJDLQVW WKH GLVSRVDO RI DVVHW LV 86 H 7TKHUHIRUH WKH JDLQ ORVV |
M LV FKDUJHG WR pRWKHU RSHUDWLQJ LQFRPHY LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV LC
:RUN LQ SURJUHVYVY DOVR LQFOXGHV GHSUHFLDWLRQ H[SHQVHVY UHODWLQJ WR ULJKW RI XVH DVVHWYV WKDW ZH
DV D QRQ FDVK WUDQVDFWLRQ DQG WKHUHIRUH H[FOXGHG IURP WKH FRQVROLGDWHG VWDWH RI FDVK IORZV

, QWHUHVW H[SHQVH RQ OHDVH OLDELOLWLHY FDSLWDOLVHG DV SDUW RI SURSHUW\ SODQW DQG HTXLSPHQW I
WKHUHIRUH H[FOXGHG IURP WKH FRQVROLGDWHG VWDWH RI FDVK IORZV 1RWH



(QHUJ\ '"HYHORSPHQW 2PDQ 6%$2
&RQVROLGDWHG ILQDQFLDO V\
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWVFRQWKE&XK®G&UJ\ '"HYHORSPHQW 2PDQ 6$2&
D 3URSHUW\ SODQW DQG HTXLSPHQW FRQWLQXHG

7KH QHW ERRN YDOXH RI DVVHWYV ZULWWHQ RIl DQG RU GLVSRVHG H[FOXGLQJ DEDQGRQPHQW DVVHWV IRU WKH \H
UHFHLYHG DJDLQVW WKH GLVSRVDO RI DVVHW LV 86 M 7TKHUHIRUH WKH JDLQ ORVV RQ GLVSRVDOV RI SURSI
RSHUDWLQJ LQFRPHY LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILW RU ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH

‘RUN LQ SURJUHVY DOVR LQFOXGHY GHSUHFLDWLRQ H[SHQVHVY UHODWLQJ WR ULJKW RI XVH DVVHWYVY WKDW ZHUH FD.
QRQ FDVK WUDQVDFWLRQ DQG WKHUHIRUH H[FOXGHG IURP WKH FRQVROLGDWHG VWDWH RI FDVK IORZV

, QWHUHVW H[SHQVH RQ OHDVH OLDELOLWLHY FDSLWDOLVHG DV SDUW RI SURSHUW\ SODQW DQG HTXLSPHQW DPRX
WKHUHIRUH H[FOXGHG IURP WKH FRQVROLGDWHG VWDWH RI FDVK IORZV 1RWH



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

E 5LJKW RI XVH DVVHWYV

ORGLILFDWLRQV WR D OHDVH DJUHHPHQW EH\RQG WKH RULJLQDO WHUPV L

PHDVXUHPHQW RI WKH OHDVH OLDELOLW\ ZLWK D FRUUHVSRQGLQJ DGMXYV

FRQVLGHUHG DV D QRQ FDVK WUDQVDFWLRQ DQG WKHUHIRUH H[FOXGHG Il

7KH *URXS DOVR KDG QRQ FDVK DGGLWLRQV WR ULJKW RI XVH DVVHWYV DQG
86 K LQ 1RWH



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

E 5LJKW RI XVH DVVHWV FRQWLQXHG
'"HFHPEHU

ORGLILFDWLRQV WR D OHDVH DJUHHPHQW EH\RQG WKH RULJLQDO WHUPV D
PHDVXUHPHQW RI WKH OHDVH OLDELOLW\ ZLWK D FRUUHVSRQGLQJ DGMXVW



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

&DVK DQG EDQN EDODQFHV

&DVK DW EDQN LQFOXGHYV 86 M 86 M EDODQFHV UHO

XQGHU WKH ODVWHU 6HUYLFHV $JUHHPHQW EHWZHHQ ('2 DQG 6KHOO '"HYH(
1RWH E

YRU WKH *URXS FDVK HTXLYDOHQWV FRPSULVH RI FDVK DW EDQN LQ FXUUI
VPDOO DPRXQW RI LQWHUHVW DQG FDQ EH ZLWKGUDZQ RQ GHPDQG &RQV
PDQDJHPHQW KDV QRW DVVXPHG DQ\ SUREDELOLW\ Rl GHIDXOW UHODWLQJ

7KH *URXS LV UHTXLUHG WR PDLQWDLQ D VHSDUDWH FDVK EDODQFH DV SH
UHTXLUHPHQW 7KH *URXS KDV REOLJDWLRQ WR PDLQWDLQ QH[W PRQWKT)
'65$ UHTXLUHPHQW WR VHUYH LWV IXWXUH SD\PHQWV &XUUHQWO\ WKH *U
UHTXLUHPHQW WR FRYHU OLDELOLW\ DVVRFLDWHG ZLWK 86 V] WH
DQG 6XNXN WUXVW FHUWLILFDWHYV

,ZVVXHG FDSLWDO DQG UHVHUYHV
$XWKRULVHG VKDUHV

2UGLQDU\ VKDUHV LVVXHG DQG IXOO\ SDLG



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

,ZVVXHG FDSLWDO DQG UHVHUYHV FRQWLQXHG

2&, LWHPV QHW RI WD]
7KH GLVDJJUHIJDWLRQ RI 2&, LQ UHWDLQHG HDUQLQJV LV VKRZQ EHORZ

+RXVLQJ ORDQV

+RXVLQJ ORDQV FRPSULVH ORDQV GLVEXUVHG E\ 3'2 WR 2PDQL VWDII IR
DFFRPPRGDWLRQ XQGHU 3'29V +RXVLQJ /RDQ 6FKHPH 7KH ORDQV DUH VHF
GHHGV RI WKH DFFRPPRGDWLRQ SXUFKDVHG RU FRQVWUXFWHG 7KH ORDQV
UDQJLQJ IURP WR \HDUV

3'29V KRXVLQJ ORDQ UHFHLYDEOHY EDODQFHVY ZHUH QHLWKHU SDVW GXH Q
([SHFWHG FUHGLW ORVV IRU KRXVLQJ ORDQV UHFHLYDEOHYV

'LVFORVXUH VHIPHQW LQIRUPDWLRQ

7KH *URXS LV D FRPELQDWLRQ RI WKH IROORZLQJ WKUHH FRPSRQHQWYV
X H[SORUDWLRQ DQG SURGXFWLRQ RI FUXGH RLO IURP 2LO 2SHUDWLRQV

Xx H[SORUDWLRQ DQG SURGXFWLRQ RI 1$* DQG FRQGHQVDWH IURP WKH *DV
Xx WKH VDOHV PDUNHWLQJ RI WKH FUXGH RLO 1%$* DQG FRQGHQVDWH XQG

JRU WKH SXUSRVH RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVY WKH |
XQLWY EDVHG RQ WKH WA\SHV RI SURGXFWY DQG YDULRXV DFWLYLWLHV LQ Z
UHSRUWDEOH VHIJPHQWY DV IROORZV

Xx &UXGH RLO VHIPHQW LQFOXGHV DOO DFWLYLWLHYVY UHODWHG WR WKH F
PDUNHWLQJ 7KLV VHIPHQW LV IXUWKHU VSOLW LQWR H[SRUW DQG GRPH

x 1$* &RQGHQVDWH VHIJPHQW LQFOXGHYV DFWLYLWLHV UHODWHG WR
R WKH QRQ DVVRFLDWHG JDV UHVHUYHV WKDW DUH GHYHORSHG DQG
R WKH FRQGHQVDWH H[SORUDWLRQ SURGXFWLRQ VDOHV DQG PDUNI

DQG VROG DW WKH VDPH SULFH

X &RUSRUDWHYV RWKHUV = LQFOXGHYV OHDGLQJ VWUDWHILF LQLWLDWLY
GHYHORSPHQW RI WKH JUHHQ K\GURJHQ VHFWRU UDLVLQJ HIWHUQDO GF

6HIJPHQW SHUIRUPDQFH LV HYDOXDWHG EDVHG RQ RSHUDWLQJ SURILW RU
RSHUDWLQJ SURILW RU ORVV LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPF



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

'LVFORVXUH VHIJPHQW LQIRUPDWLRQ FRQWLQXHG

$GMXVWPHQWY DQG HOLPLQDWLRQV

JLODQFH LQFRPH ILQDQFH FRVWY DQG FDSLWDO H[SHQGLWXUHY DUH DOOF
H[SHQGLWXUH LV DWWULEXWDEOH WR )LQDQFH LQFRPH UHODWHY WR LQWH
FRVW UHODWHV WR WKH LOQWHUHVW FRPSRQHQW IRU WKH OHDVH OLDELO
ERUURZLQJV &DSLWDO H[SHQGLWXUH FRQVLVWY RI DGGLWLRQV WR SURSH

7KH *URXSTV RUJDQLVDWLRQDO VWUXFWXUH UHIOHFWV WKH YDULRXV DFW
'"HFHPEHU DQG '"HFHPEHU WKH *URXS KDG WKUHH UHSRUWDEOH
&RQGHQVDWH DQG FRUSRUDWH RWKHUV

7KH IROORZLQJ WDEOH UHSUHVHQWY WKH LQIRUPDWLRQ RQ WKH VHIPHQW\



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

'LVFORVXUH VHIJPHQW LQIRUPDWLRQ FRQWLQXHG

,QYHQWRULHYV

7KH EHORZ WDEOH SUHVHQWYV WKH PRYHPHQW LQ SURYLVLRQ IRU PDWHULD



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

SHFHLYDEOHY DQG SUHSD\PHQWYV

7UDGH UHFHLYDEOHY DUH QRQ LQWHUHVW EHDULQJ DQG DUH QRUPDOO\ VH
2WKHU UHFHLYDEOHY LQFOXGH 86 M 86 M UHODWLQJ W
ODVWHU 6HUYLFHY $JUHHPHQW EHWZHHQ (‘2 DQG 6KHOO '"HYHORSPHQW 2PD

$JHLQJ RI WKH WUDGH UHFHLYDEOHV LV DV IROORZV

([SHFWHG FUHGLW ORVV IRU WUDGH DQG RWKHU UHFHLYDEOHYV

7KH *URXS DSSOLHV D VLPSOLILHG DSSURDFK WR FDOFXODWH (&/V 7KH *UR.
ZKHQ FRQWUDFWXDO SD\PHQWYVY DUH GD\V SDVW GXH 7KH *URXS KDV HVYV
RQ LWV KLVWRULFDO FUHGLW ORVY H[SHULHQFH DQG WKH SUREDELOLW\ R
DGMXVWHG IRU IRUZDUG ORRNLQJ IDFWRUV VSHFLILF WR WKH FXVWRPHUYV



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

3D\DEOHV DQG DFFUXDOV

7UDGH SD\DEOHV DQG RWKHU SD\DEOHV DUH QRQ LQWHUHVW EHDULQJ DQG
WHUP

2WKHU SD\DEOHVY DQG SURYLVLRQV LQFOXGH 86 M 86 M
XQGHU WKH 0ODVWHU 6HUYLFHYV $JUHHPHQW EHWZHHQ ('2 DQG 6KHOO 't

5HIHU 1RWH
JRU GHWDLOV RI WKH *URXSTV OLTXLGLW\ ULVN PDQDJHPHQW SURFHVVHYV



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

/RDQV DQG ERUURZLQJV

ORYHPHQW LQ VKDUHKROGHU ORDQ SUHVHQWHG EHORZ

7KH 86" ELOOLRQ WHUP ORDQ LV UHSD\DEOH LQ HTXDO LQVWDOPHQWYV R
PRQWKY DIWHU WKH GDWH RI WKH IDFLOLW\ DJUHHPHQW GDWHG  $XJXVW
HYHU\ WKUHH PRQWKV XS WR PRQWKYV IURP WKH GDWH RI WKH IDFLOL
LQVWDOPHQWY 7KLV ORDQ LV UHSD\DEOH LQ IX0O0 LQ ZLWK D ILQDO LG
RI LQWHUHVW RQ HDFK LQVWDOPHQW LV WKH DJJUHJDWH RI WKH PDUJLQ

205 PLOOLRQ WHUP ORDQ DPRXQWLQJ WR 86 3 LV UDLVHG GXL
DPRXQW ZLOO EH UHSDLG DIWHU PRQWKY DV D EXOOHW SD\PHQW ,QWHUH

2Q -XQH WKH &RPSDQ\ HVYWDEOLVKHG (‘2 6XNXN /LPLWHG D VSHFLDO
LQ WKH &D\PDQ ,vODQGV ('2 6XNXN /LPLWHG ZDV HVWDEOLVKHG DV D PHD(
LVVXHU DQG WUXVWHH RI WKH 6XNXN WUXVW FHUWLILFDWHY 6XNXN WUX)
M ZHUH LVVXHG LQ 6HSWHPEHU 7TKH 6XNXN WUXVW FHUWLILFDWHYV
([FKDQJHYYVY ,QWHUQDWLRQDO 6HFXULWLHYVY ODUNHW DQG LV SD\DEOH DIWHU
DUH SD\DEOH KDOI \HDUO\ DW SHU DQQXP



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

5HODWHG SDUW\ WUDQVDFWLRQV

7KH *URXS LV XOWLPDWHO\ KHOG DQG FRQWUROOHG E\ WKH *RYHUQPHQW
RSHUDWHVY LQ DQ HFRQRPLF HQYLURQPHQW GRPLQDWHG E\ HQWLWLHV G
*RYHUQPHQW RI WKH 6XOWDQDWH RI 2PDQ WKURXJK LWV JRYHUQPHQW DXW
RUJDQLVDWLRQV FROOHFWLYHO\ UHIHUUHG WR DV JRYHUQPHQW UHODWHG

7KH *URXS KDV HOHFWHG WR WDNH WKH H[HPSWLRQ DYDLODEOH XQGHU

GLVFORVH RQO\ WKH NH\ WUDQVDFWLRQV DQG RXWVWDQGLQJ EDODQF}
*RYHUQPHQW RI WKH 6XOWDQDWH RI 2PDQ DQG DQ\ RWKHU HQWLW\ WKDW L\
WKH VDPH JRYHUQPHQW KDV FRQWURO MRLQW FRQWURO RU VLJQLILFDQW

7KH *URXS KDV WUDQVDFWLRQV ZLWK RWKHU JRYHUQPHQW UHODWHG HQWL
SXUFKDVHV RI JRRGV UHQGHULQJ DQG UHFHLYLQJ VHUYLFHV DQG XVH R
FRQGXFWHG LQ WKH RUGLQDU\ FRXUVH RI WKH *URXS RQ WHUPV FRPSDUDE
QRW JRYHUQPHQW UHODWHG

7KH QDWXUH Rl WKH UHODWHG SDUW\ WUDQVDFWLRQ ZLWK WKH *RYHUQI
VLIQLILFDQW WUDQVDFWLRQV DQG WKDW KDYH VLJQLILFDQW EDODQFHYV F
SHULRGY DUH GHWDLOHG EHORZ

5HYHQXH
7KH *URXSTV 1$* UHYHQXH LV IURP *RYHUQPHQW HQWLWLHYV DPRXQWLQ.
\HDU HQGHG 'HFHPEHU '"HFHPEHU 86 u ZLWK FI
UHFHLYDEOHV RI 86 m DV DW  'HFHPEHU 'HFHPEHU 86
'LWK UHVSHFW WR FUXGH RLO UHYHQXH LV IURP *RYHUQPHQW DPRXQW|L
WKH \HDU HQGHG 'HFHPEHU '"HFHPEHU 86 m ZLWK
UHFHLYDEOH RI 86 H DV DW 'HFHPEHU '"HFHPEHU 86
'LWK UHVSHFW WR FRQGHQVDWH UHYHQXH UHYHQXH LV IURP WKH *RYHL
m GXULQJ WKH \HDU HQGHG 'HFHPEHU '"HFHPEHU 86
FRUUHVSRQGLQJ UHFHLYDEOH RI 86 m DV DW '"HFHPEHU

u

2WKHU RSHUDWLQJ LQFRPH
2WKHU RSHUDWLQJ LQFRPH LQFOXGHYVY FRPSHQVDWLRQ UHFHLYHG IURP D U

JUDGH RI FUXGH RLO DQG FRQGHQVDWH RI 86 ) GXULQJ WKH \HDU
'"HFHPEHU 86 M ZLWK FRUUHVSRQGLQJ UHFHLYDEOHV RI 86
'"HFHPEHU '"HFHPEHU 86 u
5R\DOW\
7KH 5R\ADOW\ SDLG E\ WKH *URXS WR WKH *RYHUQPHQW RQ LWV ZHHNO\ UHY

WKH *URXS KDV UHFRJQLVHG UR\DOW\ H[SHQVH RI 86 M

M ZLWK D FRUUHVSRQGLQJ SD\DEOH RI1 86 1] DV RI

'"HFHPEHU 86 M

3XUFKDVH FRVW
7KH SXUFKDVH RI UHVLGXH UHLQMHFWHG E\ D UHODWHG *RYHUQPHQW HQW

\HDU HQGHG 'HFHPEHU '"HFHPEHU 86 m DQG WKH FXPXO
WKLV UHODWHG *RYHUQPHQW HQWLW\ DV RI '"HFHPEHU LV 86 m
vl

'LVWULEXWLRQ RI DVVHWV LQ VSHFLH

'XULQJ WKH \HDU HQGHG RQ '"HFHPEHU RXW RI WKH WRWDO WKH *UF

*URXS WUDQVIHUUHG SURGXFWLRQ YROXPHV RI m EDUUHOV "HF H

*RYHUQPHQW QRQ FDVK WUDQVDFWLRQ 7KLV DUUDQJHPHQW DPRXQWLQJ
m IRU WKH \HDU HQGHG '"HFHPEHU LV FRQVLGHUHG DV D

DFFRXQWHG IRU DV D GLVWULEXWLRQ RI DVVHW LQ VSHFLH WR WKH *RYHUC



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

5SHODWHG SDUW\ WUDQVDFWLRQV FRQWLQXHG
XSSO\ RI FUXGH RLO EDUUHOV WR WKH *RYHUQPHQW
BURGXFWLRQ H[SHQVHV DQG GHSUHFLDWLRQ GHSOHWLRQ DQG DPRUWLV

WUDQVIHUUHG WR WKH *RYHUQPHQW IRU WKH \HDU HQGHG '"HFHPEHU [
'"HFHPEHU 86 u DQG 86 1} 7KH WRWDO FRVW RI )6$%$
WR 1LO IRU \HDU HQGHG '"HFHPEHU '"HFHPEHU 86 M
'LVWULEXWLRQ RI LQWHULP GLYLGHQGV
'XULQJ WKH \HDU HQGHG '"HFHPEHU WKH *URXS KDV GHFODUHG LQWH
'"HFHPEHU 86 M RXW RI ZKLFK LW KDV SDLG 1
86 WR LWV VKDUHKROGHU

7KH UHPDLQLQJ GLYLGHQG LV VHWWOHG LQ WKH IROORZLQJ PDQQHU

7KH *URXS KDV DJUHHG ZLWK LWV VKDUHKROGHU WR FODVVLI\ LQWHU

M DV D 36KDUHKROGHUYfVY ORDQ” WR IXQG WKH %YORFN FDSLW
7KH UHSD\PHQW RI WKLV ORDQ ZLOO EH EDVHG RQ WHUPV VSHFLILHG L
R S D SD\DEOH RQ WKH RXWVWDQGLQJ DPRXQW 'XULQJ WKH \HDU H

H[SHQVH RQ WKH VKDUHKROGHU ORDQ DPRXQWHG WR 86 u

,Q WKH PHHWLQJ KHOG RQ )HEUXDU\ WKH (‘2 %RDUG DSSURYHG \

FDVK SDLG WR 02) DV D UHSD\PHQW RI WKH VKDUHKROGHU ORDQ EL

SD\PHQW

'XULQJ WKH \HDU HQGHG 'HFHPEHU WKH *URXS KDG QR REOLJDW

WR WUDQVIHU SHWUROHXP EDUUHOV XQGHU WKH )RUZDUG 6DOH $JUHH
'"HFHPEHU RXW Rl WKH *URXSYV REOLJDWLRQ XQGHU WKH )LVFD(

EDUUHOV XQGHU WKH )RUZDUG 6DOH $JUHHPHQW WKH *URXS WUDQV
EDUUHOV RI FUXGH RLO WR WKH *RYHUQPHQW 7KH VDOH SURFHHGV
FUXGH RLO DJJUHIJDWHG WR 86 DQG WKH UHODWHG UR\DOV
DQG 86 UHVSHFWLYHO\ 7KH *URXS KDV DJUHHG
WR VHWWOH WKHVH EDODQFHY L H UHFHLYDEOH IURP VKDUHKROGHU
SURFHHGY DQG SD\DEOH WR VKDUHKROGHU DPRXQWLQJ WR 86
QHW EDVLV 7KH *URXS IXUWKHU DJUHHG ZLWK LWYV VKDUHKROGHU W
u VDOH SURFHHGV QHW RIlI UR\DOW\ DQG WD[HV DJDLQVW W
WKH *URXS WR LWfV VKDUHKROGHU

/RDQ IURP WKH 2PDQL 3HQVLRQ )XQG

3'2 KDV HOWHUHG LQWR D FUHGLW IDFLOLW\ ZLWK WKH 2PDQL 3HQVLRQ )X
ORDQ SURFHHGVY LQ WKH GHYHORSPHQW RI D SURMHFW LQ 5DV $O +DPUD

B3HQVLRQ )XQG DQG UHODWHG DFFUXHG LOQWHUHVW DPRXQWYVY WR IRU V
'"HFHPEHU 86 M ,QWHUHVW LV FKDUJHG DW SHU DQQXP
UHSD\PHQW ZLOO VWDUW DQQXDOO\ IURP )< DQG LW ZLOO EH IXOO\ UHS

7UDQVDFWLRQV ZLWK .H\ PDQDJHULDO SHUVRQQHO 2.03"
7KH *URXS KDG IROORZLQJ WUDQVDFWLRQV ZLWK NH\ PDQDJHULDO SHUVRQ

7KH WDEOH EHORZ VKRZV WKH DPRXQWY GXH WR UHODWHG SDUWLHYV DQG G
DQG '"HFHPEHU



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

5SHODWHG SDUW\ WUDQVDFWLRQV FRQWLQXHG
(ISHFWHG FUHGLW ORVV IRU UHODWHG SDUW\ UHFHLYDEOHYV

/IHDVH OLDELOLWLHV

ORGLILFDWLRQV WR D OHDVH DJUHHPHQW EH\RQG WKH RULJLQDO WHUP
PHDVXUHPHQW Rl WKH OHDVH OLDELOLW\ ZLWK D FRUUHVSRQGLQJ DGM)
QRQ FDVK WUDQVDFWLRQ

7KH DGGLWLRQV GXULQJ WKH \HDU DPRXQWLQJ WR 86 H IRU
DUH QRQ FDVK WUDQVDFWLRQV 1RWH E

7KH IROORZLQJ LV WKH EUHDN XS RI LQWHUHVW H[SHQVH RQ OHDVH OLDEL(



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

/HDVH OLDELOLWLHVY FRQWLQXHG

7KH *URXS KDV OHDVH FRQWUDFWV WKDW LQFOXGH H[WHQVLRQ DQG WHUP
DQG UH HYDOXDWH ZKHWKHU LW ZLOO H[HUFLVH WKHVH H[WHQVLRQ RU )\
HYDOXDWHG E\ PDQDJHPHQW WR SURYLGH IOH[LELOLW\ LQ PDQDJLQJ WKH
EXVLQHVV QHHGV ([WHQVLRQ DQG WHUPLQDWLRQ RSWLRQV WKDW DUH VXE
DV SDUW RI OHDVH OLDELOLWLHV &XUUHQWO\ WKHUH LV QR H[SRVXUH WR
WKH UHFRJQLVHG OHDVH OLDELOLWLHV XQWLO WKHVH GHFLVLRQV KDYH E*
VLIJQLILFDQW MXGJPHQW LQ GHWHUPLQLQJ ZKHWKHU WKHVH H[WHQVLRQ D
WR EH H[HUFLVHG 1RWH

$EDQGRQPHQW SURYLVLRQ

7KH *URXS PDNHV IXO0 SURYLVLRQ IRU WKH IXWXUH FRVW RI WKH GHFRPPL\
IDFLOLWLHY RQ D GLVFRXQWHG EDVLV RQ WKH LQVWDOODWLRQ RI WKRV
SURYLVLRQ UHSUHVHQWYV WKH SUHVHQW YDOXH RI WKH DEDQGRQPHQW FRYV
H[SHFWHG WR EH LQFXUUHG XS WR IRU RLO DQG JDV ZKHQ WKH SURGX!
WR FHDVH RSHUDWLRQV 7KHVH SURYLVLRQV KDYH EHHQ FUHDWHG EDV!
$VVXPSWLRQV DUH EDVHG RQ WKH FXUUHQW HFRQRPLF HQYLURQPHQW

PDQDJHPHQW EHOLHYHV IRUP D UHDVRQDEOH EDVLV XSRQ ZKLFK WR HVWL
DUH UHYLHZHG UHJXODUO\ WR WDNH LQWR DFFRXQW DQ\ PDWHULDO FKDQJ|
DEDQGRQPHQW SURYLVLRQ DUH GXH WR WKH FKDQJH LQ LQSXWV IRU WKH

FOXVWHUY DQG WKH HVWLPDWHG FRVW RI DEDQGRQHG ZHOOV EDVHG RQ W

+RZHYHU DFWXDO GHFRPPLVVLRQLQJ FRVWYV ZLOO XOWLPDWHO\ GHSHQG
QHFHVVDU\ GHFRPPLVVLRQLQJ ZRUNV UHTXLUHG WKDW ZLOO UHIOHFW F
YXUWKHUPRUH WKH WLPLQJ RI GHFRPPLVVLRQLQJ LV OLNHO\ WR GHSHQG
HFRQRPLFDOO\ YLDEOH UDWHV 7KLV LQ WXUQ ZLOO GHSHQG XSRQ IXWX
XQFHUWDLQ

$SEDQGRQPHQW FRVW UHFRJQLVHG LQ WKH FRQVROLGDWHG VWDWHPHQW
LQFRPH

7KH DEDQGRQPHQW SURYLVLRQ KDV EHHQ HVWLPDWHG XVLQJ H[LVWLQJ
GLVFRXQWHG XVLQJ D GLVFRXQW UDWH RI LQ DQG LQ

7KH XWLOL]J]DWLRQ RI WKH SURYLVLRQ LQ WKH QH[W WZHOYH PRQWKV SH
WKHUHIRUH WKH HOQWLUH DEDQGRQPHQW SURYLVLRQ LV FODVVLILHG DV Qf

7KH DGGLWLRQV UHGXFWLRQV DQG UHPHDVXUHPHQWY DQG FKDQJH LQ HVYV



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

'XH WR 2PDQL SHQVLRQ VFKHPH

3'2 Kbv D VHSDUDWHO\ DGPLQLVWHUHG SHQVLRQ VFKHPH IRU WKH EHQHIL
3HQVLRQ 6FKHPH 3*WKH SHQVLRQ VFKHPH" LV D GHILQHG EHQHILW UHWLUH
VWDII LV RI WKHLU EDVLF VDODULHY SOXV DOORZDQFHV ZKLOVW WKH FR
EDVLF VDODULHY SOXV DOORZDQFHV 7KH ODVW DFWXDULDO YDOXDWLRQ R
DV DW '"HFHPEHU VKRZHG WKH GHVFULEHG SHQVLRQ VFKHPHfV SRVLW

7KH IROORZLQJ WDEOHYVY VXPPDULVH WKH FRPSRQHQWY RI WKH SHQVLRQ H
VWDWHPHQW RI SURILW RU ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH DQG
LQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ IRU WKH SH

SHOVLROQ VEKHPH FRVWYV

&ROVROLGDWHG VWDWHPHOW RI ILODQFLDO SRVLWLRO + 1HW UHWLUHPHQYV




(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

'XH WR 2PDQL SHQVLRQ VFKHPH FRQWLQXHG
ORYHPHOW LQ SUHVHQOW YDOXH Rl SHQVLRQ VFKHPH DVVHWYV

ORYHPHOW LO SUHVHOW YDOXH RI IXQGHG REOLJDWLRQV

7KH SULQFLSDO DVVXPSWLRQV XVHG LQ GHWHUPLQLQJ WKH SHQVLRQ VFKH

(QJOLVK /LIH 7DEOH 1R 3(17 " UHIOHFWV WKH DVVXPHG PRUWDOLW\ R
$XWKRULW\ RI 6RFLDO ,QVXUDQFH 33%$6,"



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

'XH WR 2PDQL SHQVLRQ VFKHPH FRQWLQXHG
6DODU\ ULVN

7KH SUHVHQW YDOXH RI WKH GHILQHG EHQHILW SODQ OLDELOLW\ LV FDOF.
SODQ SDUWLFLSDQWYV $V VXFK DQ LQFUHDVH LQ WKH VDODU\ RI WKH SODQ

6LIJQLILFDQW DFWXDULDO DVVXPSWLRQV IRU WKH GHWHUPLQDWLRQ RI W
H[SHFWHG VDODU\ LOQFUHDVH DQG PRUWDOLW\ 7KH VHQVLWLYLW\ DQDO\VH
UHDVRQDEO\ SRVVLEOH FKDQJHV RI WKH UHVSHFWLYH DVVXPSWLRQV RFFX
ZKLOH KROGLQJ DOO RWKHU DVVXPSWLRQV FRQVWDQW

&KDQJH LQ GHILQHG EHQHILW REOLJDWLRQ

SHVWUXFWXULQJ RI 2PDQ SHQVLRQ DQG VRFLDO SURWHFWLRQ V\VWHP

,Q $SULO 5R\DO '"HFUHH ZDV LVVXHG LQ ZKLFK WKH VXEMHFW RI L
DGGUHVVHG 7KH GHFUHH VWLSXODWHG WKDW DOO ORFDO SHQVLRQ IXQGYV
ZLWK FLYLO IXQGVY DQG WKH RWKHU ZLWK PLOLWDU\ DQG VHFXULW\ IXQGYV

,Q -XO\ 5R\DO 'HFUHHV DQG WKH 5R\DO 'HFUHHYV HVW
SURWHFWLRQ )XQG 63) DQG FRQFXUUHQWO\ WKH 6RFLDO 3URWHFWLRQ /
/DZ DV SHU WKH 5R\DO 'HFUHHV ZLOO WDNH HIIHFW RQ -DQXDU\ 7KH
LV PDQGDWHG WR WUDQVIHU D VHIJPHQW RI WKH 23) V DVVHWV DQG OLDELO
WKH 63) WKH FRQWULEXWLRQ E\ 2PDQL VWDII LV RI WKHLU EDVLF VI
FRQWULEXWLRQV PDGH E\ 3'2 DUH RI WKHLU EDVLF VDODULHV SOXV DOO

BXEVHTXHQW WR WKH UHSRUWLQJ GDWH WKH 63) KDV FODULILHG WR WKH °
EH -DQXDU\ DQG WKH *URXS LV WR FRQWLQXH ILQDOL]JLQJ LWV SRVW |
DVVXPSWLRQV ZKLFK ZLOO HQDEOH 3'2 WR TXDQWLI\ WKH OLDELOLW\ DQG
WUDQVIHUUHG WR WKH 63) 7KLV H[HUFLVH LV H[SHFWHG WR EH FRPSOHWH ¢
FRQWULEXWLRQ E\ 2PDQL VWDII LV RI WKHLU EDVLF VDODULHV SOXV DC
E\ 3'2 DUH RI WKHLU EDVLF VDODULHV SOXV DOORZDQFHV DV SUHVFULEH

B3URYLVLRQ IRU VWDII HQG Rl VHUYLFH DQG RWKHU UHWLUHPHQW EHQH

7KH GHILQHG FRQWULEXWLRQ SHQVLRQ VFKHPHY WR ZKLFK VHFRQGHG VWI
WUXVWV ZKLFK DUH DGPLQLVWHUHG LQGHSHQGHQWO\ RI 3'2 3'29V REOLJELC
ZKLFK DUH H[SHQVHG ZKHQ GXH

BURYLVLRQ IRU 2PDQL HQG RI VHUYLFH EHQHILWY UHSUHVHQWY DPRXQWYV
RI WKH 2PDQL SHQVLRQ VFKHPH DQG ZKR KDYH FRQWUDFWV WKDW SURYL
EHQHILWY XSRQ WHUPLQDWLRQ RU H[SLUDWLRQ RI WKHLU HPSOR\PHQW F
VHUYLFH EHQHILWY UHSUHVHQWY DPRXQWYV GXH WR QRQ 2PDQL VWDII ZKR
DQG ZKR KDYH FRQWUDFWV WKDW SURYLGH IRU WKH SD\PHQW RI HQG R
H[SLUDWLRQ RI WKHLU HPSOR\PHQW FRQWUDFWYV



(QHUJ\ '"HYHORSPHQW 2PDQ 6$2&
&RQVROLGDWHG ILQDQFLDO VWD
'"HFHPEHU

1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

B3URYLVLRQ IRU VWDII HQG RI VHUYLFH DQG RWKHU UHWLUHPHQW EHQH
JROORZLQJ DUH WKH EDODQFHYV RI 1RQ 2PDQL DQG RWKHU VWDII SHQVLRQ !

3'29V REOLJDWLRQV DUH OLPLWHG WR WKHVH FROQWULEXWLRQV ZKLFK DU
SURYLGH GHWDLOV RI WKH SURYLVLRQV FUHDWHG DQG XWLOLVHG GXULQJ

BURYLVLRQ IRU 2PDQL VWDII YROXQWDU\ HOKDQFHG HDUO\ UHWLUHPHQW V

BURYLVLRQ IRU 2PDQL VWDII HDUO\ HQKDQFHG UHWLUHPHQWY QRW XQGHU

BURYLVLRQ IRU QRQ 2PDQL VWDII WHUPLQDO EHQHILWYV

URYLVLRQ IRU 2PDQL VWDII WHUPLQDO EHQHILWY QRW XQGHU 2PDQL 3HQ
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

D $VVHWYV KHOG IRU VDOH

'XULQJ (‘2 *bV 2SHUDWLRQV HQWHUHG LQWR D GUDIW DJUHHPHQW ZLWH
7TRWDO ( 3 2PDQ 'HYHORSPHQW %9 6KHOO 7RWDO ZKHUHLQ 6KHOO 7RW
2SHUDWLRQV GHVLJQ GHYHORS DQG H[HFXWH VHUYLFHVY UHODWHG WR RSH
DQG %ORFEN ODEURXN 1RUWK (DVW $UHD DQG $UHD UHVSHFWLYHO\ W

,Q WKH 5R\DO '"HFUHH ZDV LVVXHG IRU %ORFN ODEURXN 1RUWK (DVW
$JUHHPHQW WKDW ZDV VLIQHG E\ WKH *RYHUQPHQW RI 2PDQ DQG 6KHOO D
/ILTXHILHG 1DWXUDO *DV //& D MRLQW YHQWXUH EHWZHHQ 7RWDO DQG 24

(‘2 *DV 2SHUDWLRQVY LOQOWHUHVW DQG ULJKWV LQ WKH H[SORUDWLRQ DQG F

WKH %ORFN DUHD LQ +DQG RYHU RI UHODWHG DVVHWY KDYLQJ D YD
WR 6KHOO 'HYHORSPHQW 2PDQ // & ZDV FRPSOHWHG LQ
,Q 5R\DO 'HFUHH ZDV LVVXHG IRU %ORFN ODEURXN 1RUWK (DVW $UHD

UHODWHG DVVHWY KDYLQJ D YDOXH RI 86" PLOOLRQ DQG RSHUDWLRQV W
FRPSOHWHG LQ

$VVHWY KHOG IRU VDOH ODEURXN QRUWK HDVW

/LDELOLWLHYVY DVVRFLDWHG ZLWK DVVHWY KHOG IRU VDOH

E ODEURXN 1RUWK (DVW %ORFN %ORFN

$ ODVWHU 6HUYLFHYV $JUHHPHQW WKH $JUHHPHQW EHWZHHQ *DV 2SHUDWLT
6'2 ZDV H[HFXWHG RQ ODUFKT IRU %ORFN DQG 1RYHPEHUY IRU %ORFN
IUDPHZRUN WR HQDEOH *DV 2SHUDWLRQV WR SURYLGH FHUWDLQ VHUYLFHYV
*DV 2SHUDWLRQV [IRU WKH SXUSRVHV RI SURYLGLQJ VHUYLFHV XQGHU WK
FDSLWDO LWHPV LQ *DV 2SHUDWLRQ V ERRNV VXFK DV FDVK DW EDQN SD\|
WKH UHFHLYDEOH GXH IURP 6'2
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

E ODEURXN 1RUWK (DVW %ORFN % ORFN FRQWLQXHG
7KH SRVLWLRQ RI YDULRXV ZRUNLQJ FDSLWDO LWHPV IRU %ORFN DV R

JLODQFLDO ULVN PDQDJHPHQW REMHFWLYHY DQG SROLFLHYV

7KH *URXS RSHUDWHY LOWHUQDWLRQDOO\ EXW KDV OLPLWHG H[SRVXUH WR
DGYHUVHO\ DIITHFW WKH *URXSYV ILQDQFLDO DVVHWY OLDELOLWLHV RU IXV
FRPPRGLW\ SULFH ULVN LQWHUHVW UDWH ULVN DQG IRUHLJQ FXUUHQF\ UL

ODUNHW WKW NLVN WKDW WKH IDLU YDOXH RI IXWXUH FDVK IORZV RI D ILQDQ
RI FKDQJHYVY LQ PDUNHW SULFHYV

ODUNHW ULVN FRPSULVHV WKUHH W\SHV RI ULVN FRPPRGLW\ SULFH ULVN L
&RPPRGLW\ SULFH ULVN

7KH ULVN WKDW WKH IDLU YDOXH RU IXWXUH FDVK IORZV RI D ILQDQFLDO L
LQ FRPPRGLW\ SULFHVY 7KH *URXS LV H[SRVHG WR WKH ULVN RI IOXFWXDWL
SULFHV RQ WKH PL[ RI FUXGH RLO DQG FRQGHQVDWH LW SURGXFHV 7KH *U
LV QR DFWLYH ULVN PDQDJHPHQW

&RPPRGLW\ SULFH VHQVLWLYLW\

%DVHG RQ WKH DVVXPSWLRQ WKDW WKH FUXGH RLO SULFH PRYHYV w
EEO IRU WKH \HDU HQGHG 'HFHPEHU '"HFHPEHU 86 EEO
FKDQJH LQ UR\DOWLHV H[SHQVH )ROORZLQJ LV WKH QHW LPSDFW RI F
¥ LQFUHDVH LQ SURILW EHIRUH WD[ RI 86 M LQ FDVH RI L
IRU WKH HQGHG '"HFHPEHU '"HFHPEHU 86 86 M
¥ GHFUHDVH LQ SURILW EHIRUH WD[ RI 86 M LQ FDVH RI Gt
IRU WKH \HDU HQGHG '"HFHPEHU '"HFHPEHU 86 M

ZKHUH DOO RWKHU YDULDEOHY DUH KHOG FRQVWDQW

7KHUH LV QR FRPPRGLW\ SULFH ULVN DVVRFLDWHG ZLWK 1$* SURGXFHV EH
DJUHHPHQW ZLWK WKH *RYHUQPHQW WR VHOO LWV HQWLUH 1$* SURGXFWLR

LOWHUHVW UDWH ULVN

,QWHUHVW UDWH ULVN LV WKH ULVN WKDW WKH IDLU YDOXH RU IXWXUH FLC
EHFDXVH RI FKDQJHV LQ PDUNHW LQWHUHVW UDWHYVY 7KH *URXS{V H[SRV)
LOWHUHVW UDWHYV UHODWHY SULPDULO\ WR WKH *URXSTV WHUP ORDQ REOI

7KH VHQVLWLYLW\ DQDO\WHVY EHORZ KDYH EHHQ GHWHUPLQHG EDVHG RQ
LQVWUXPHQWY DW WKH UHSRUWLQJ GDWH )RU IORDWLQJ UDWH OLDELOLWL
Rl OLDELOLW\ RXWVWDQGLQJ DW WKH UHSRUWLQJ GDWH ZDV RXWVWDQGLQ
RU GHFUHDVH LV XVHG ZKHQ UHSRUWLQJ LQWHUHVW UDWH ULVN LQWHU
UHSUHVHQWY PDQDJHPHQWSYYV DVVHVVPHQW RI WKH UHDVRQDEO\ SRVVLEOH

7KH IROORZLQJ WDEOH GHPRQVWUDWHY WKH VHQVLWLYLW\ WR D UHDVRQD|
RWKHU YDULDEOHY KHOG FRQVWDQW RI WKH *URXSYfV SURILW EHIRUH WD|[
UDWH ERUURZLQJY UDWHYV 7KHUH LV QR GLUHFW LPSDFW RQ WKH *URXSTV
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW REMHFWLYHV DQG SROLFLHV FRQWLQXH!
ODUNHW ULVN FRQWLQXHG

LOWHUHVW UDWH ULVN FRQWLQXHG

'HFHPEHU ,QFUHDVH 'HFHAWVRIQ SURILW
LQ EDVLV SRLQWWIRUH WD]
86
'HFHPEHU ,QFUHDVH 'HRHHWVRIQ SURILW
LQ EDVLV SRLQWWIRUH WD
86

JRUHLJOQ FXUUHQF\ ULVN

&XUUHQF\ ULVN LQ UHVSHFW RI WKH *URXS LV PLWLIJDWHG VLJQLILFDQWO
SXUFKDVH RUGHUV PDLQO\ LQ 86 RU 2PDQL 5LDOV RQO\ 7KH 2PDQL 5LDO
2Q0\ LQ H[FHSWLRQDO FDVHV EDVHG RQ D FRPPHUFLDO HYDOXDWLRQ DU
GHQRPLQDWHG LQ RWKHU FXUUHQFLHYVY DQG WKHUHIRUH DUH QRW FRQVLGH!I

SUHGLW&UHWALW ULVN LV WKH ULVN WKDW FRXQWHUSDUWLHY PLIJKW QRW IX
WRZDUGYVY DQ HQWLW\

7KH *URXS LV H[SRVHG WR FUHGLW ULVN LQ UHVSHFW RI LWV WUDGH DQG F
UHODWHG SDUWLHY DQG EDQN EDODQFHV &UHGLW ULVN LV FRQWUROOHG T
QHFHVVDU\ DQ DSSURSULDWH UHFRYHU\ DFWLRQ LV WDNHQ 7KH H[SHFW
UHFRJQLWLRQ DQG PHDVXUHPHQW RI LPSDLUPHQWYV LQ ILQDQFLDO DVVHWYV
ORVVHV KDYH KLVWRULFDOO\ EHHQ QRPLQDO DQG WKH ORVV DOORZDQFH

ORDQV GXH IURP UHODWHG SDUWLHV LV SUHVHQWHG LQ 1RWH 1RWH D
DVVHWY FRQVLVW RI FDVK DQG FDVK DW EDQN KHOG ZLWK OHDGLQJ DQG Ul
7KH H[SHFWHG FUHGLW ORVV LQ LV 86 3 86 u ZKL

RI DOO WUDGH UHFHLYDEOHY SUHSD\PHQWY DQG UHODWHG SDUW
VDOHV 7KH LQFUHDVH LQ SHUFHQWDJH FRPSDUHG ZLWK SULRU \HDU L
PDFURHFRQRPLF HQYLURQPHQW

/ILTXLGLWY UKVYN LV WKH ULVN WKDW DQ HQWLW\ ZLOO HQFRXQWHU GLIILF>
ZLWK ILQDQFLDO OLDELOLWLHYV ODQDJIJHPHQW UHJXODUO\ PRQLWRUV IXWX
QRUPDOO\ VHWWOHG ZLWKLQ WR GD\V RI UHFHLSW RI LQYRLFH EDVHG F
VXPPDULVHY WKH PDWXULWLHYV RI WKH *URXSTV XQGLVFRXQWHG ILQDQFLD
RQ FRQWUDFWXDO SD\PHQW GDWHYV
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW REMHFWLYHV DQG SROLFLHV FRQWLQXH!
&RQWUDFWXDO PDWXULWLHV RI ILQDQFLDO OLDELOLWLHYV

&DSLWDO &RPPLWPHQWYV
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

&DSLWDO &RPPLWPHQWYV FRQWLQXHG
6XSSO\ RI FUXGH RLO EDUUHOV WR WKH *RYHUQPHQW

7KH *RYHUQPHQW UDLVHG D ORDQ RI 86 ELOOLRQ LQ WKH IRUP RI D 3UH (]
% 9 7KH IDFLOLW\ ZDV VWUXFWXUHG DV D SUH H[SRUW ILQDQFLQJ 323;)"
WUDQVIHUV WR WKH *RYHUQPHQW VXFK EDUUHOV RI 3HWUROHXP DV PD\ EH
WR SHUIRUP LWV REOLJDWLRQV XQGHU D )RUZDUG 6DOH $UUDQJHPHQW p)6:
WKH 3;) 7KHVH )6$ EDUUHOV DUH WUDQVIHUUHG DW IUHH RI FKDUJH DQG F
ILUVW EDUUHOV RI 3BHWUROHXP 7KH *RYHUQPHQW KDV WKH RZQHUVKLS UL
GLVSRVH RI WKHVH EDUUHOV 7KH *URXSfV REOLJDWLRQV WR WUDQVIHU W
DOO WLPHV WDNH SULRULW\ RYHU RWKHU REOLJDWLRQV 20Q 2FWREHU
DUUDQJHPHQW ZDV VHWWOHG LQ IXO0 )XUWKHU WKH *URXS DQG WKH *RY

WKH *URXS LV HQWLWOHG WR WKH )6$ EDUUHOV DQG WKH VHWWOHPH
SD\DEOHV UR\DOW\ DQG WD[HV RQ WKHVH )6$ EDUUHOV ZRXOG EH GRQH
'"HFHPEHU 6LQFH WKH )6$ EDUUHOV 2FWREHU WR '"HFHPEHU
*RYHUQPHQW DQG WKHUH LV QR RWKHU SHUIRUPDQFH REOLJDWLRQ SHQGL
UHFRJQLVHG UHYHQXH RQ WKH )6$ EDUUHOV 7KH *URXS DQG WKH *RYHUQI
VWDQGDORQH VHOOLQJ SULFH PRQWKO\ RIILFLDO VHOOLQJ SULFH DV WKH
YURP  -DQXDU\ WKH *URXS GRHV QRW KDYH DQ\ REOLJDWLRQV WR W
*RYHUQPHQW

,QFRPH WD|[

7KH *URXSTV REOLJDWLRQ WR SD\ FXUUHQW WD[ LV GHILQHG LQ WKH )LVFI
7KH *URXS LV OLDEOH WR SD\ WD[ DW DQ DPRXQW HTXDO WR ILIW\ ILYH SH!
IURP JHEUXDU\ IRU RLO RSHUDWLRQV DQG IURP 0D\ IRU 1$* FRC

6LQFH WKH WD[HV ZHUH DSSOLFDEOH RQO\ IURP )< \HDU WKHUH LV DQ |
RQ DFFRXQW RI GLIIHUHQFH EHWZHHQ DFFRXQWLQJ EDVH ,)56 DQG FRQ\
DJUHHPHQW RI GHSUHFLDWLRQ RQ SURSHUW\ SODQW DQG HTXLSPHQW D
H[FHSWLRQ XQGHWFRPH 7HAARIUGLQJIO\ WKH HIIHFWLYH WD[ UDWH LV H[S}
KLJKHU WKDQ WKH WD[ UDWH RI GXH WR QRQ GHGXFWLEOH HOHPHQW RQ
RI LQFRPH WD[ H[SHQVH LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILW R

7D[ OLDELOLW\ DPRXQWLQJ WR 86 1] LV SD\DEOH DV RI '"HFHPEHL
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

,QFRPH WD[ FRQWLQXHG
5HFRQFLOLDWLRQ RI LQFRPH WD[ H[SHQVH DQG WKH DFFRXQWLQJ SURILW F

5SHFRQFLOLDWLRQ RI HIIHFWLYH WD[ UDWH

'"HIHUUHG WD]
‘HIHUUHG WD[ UHODWHG WR LWHPV UHFRJQLVHG LQ 2&, GXULQJ LQ WKH \HD
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

,QFRPH WD[ FRQWLQXHG
'HIHUUHG WD[ FRQWLQXHG
'"HIHUUHG WD[ UHODWHV WR WKH IROORZLQJ

1HZ VWDQGDUGY LQWHUSUHWDWLRQV DQG DPHQGPHQWYV LVVXHG EXW

7KH QHZ DQG DPHQGHG VWDQGDUGY WKDW DUH LVVXHG EXW QRW \HW HIIF
*URXSTV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH GLVFORVHG EHOR
DQG DPHQGHG VWDQGDUGY LI DSSOLFDEOH ZKHQ WKH\ EHFRPH HIIHFWLYH

$PHQGPHQWY WR ,)56 /HDVH /LDELOLW\ LQ D 6DOH DQG /HDVHEDFN

,Q 6HSWHPEHU WKH ,$6% LVVXHG DPHQGPHQWV WR ,)56 WR VSHFLI\
OHVVHH XVHV LQ PHDVXULQJ WKH OHDVH OLDELOLW\ DULVLQJ LQ D VDOH
VHOOHU OHVVHH GRHVY QRW UHFRJQLVH DQ\ DPRXQW RI WKH JDLQ RU ORVYV

7KH DPHQGPHQWY DUH HIIHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGYV EHJLQ
DSSOLHG UHWURVSHFWLYHO\ WR VDOH DQG OHDVHEDFN WUDQVDFWLRQV H
RI ,)56 (DUOLHU DSSOLFDWLRQ LV SHUPLWWHG DQG WKDW IDFW PXVW EH

7KH DPHQGPHQWY ZLOO QRW KDYH D PDWHULDO LPSDFW RQ WKH *URXSTV F
*URXS GRHV QRW KDYH KDYH DQ\ VDOH DQG OHDVH EDFN WUDQVDFWLRQV

$PHQGPHQWYV WR ,$6 &ODVVLILFDWLRQ RI /LDELOLWLHY DV &XUUHQW RU

,Q -DQXDU\ DQG 2FWREHU WKH ,$6% LVVXHG DPHQGPHQWY WR SDUD
VSHFLI\ WKH UHTXLUHPHQWYVY IRU FODVVLI\LQJ OLDELOLWLHV DV FXUUHQW |

+ :KDW LV PHDQW E\ D ULJKW WR GHIHU VHWWOHPHQW

T 7KDW D ULJKW WR GHIHU PXVW H[LVW DW WKH HQG RI WKH UHSRUWLQJ S
+ 7KDW FODVVLILFDWLRQ LV XQDIIHFWHG E\ WKH OLNHOLKRRG WKDW DQ H¢
¥
+

7KDW RQO\ LI DQ HPEHGGHG GHULYDWLYH LQ D FRQYHUWLEOH OLDELOLW
WHUPV RI D OLDELOLW\ QRW LPSDFW LWV FODVVLILFDWLRQ

,Q DGGLWLRQ D UHTXLUHPHQW KDV EHHQ LQWURGXFHG WR UHTXLUH GL\
ORDQ DJUHHPHQW LV FODVVLILHG DV QRQ FXUUHQW DQG WKH HQWLW\{V
FRPSOLDQFH ZLWK IXWXUH FRYHQDQWYV ZLWKLQ WZHOYH PRQWKYV

7KH DPHQGPHQWY DUH HIIHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGV EHJLQ
PXVW EH DSSOLHG UHWURVSHFWLYHO\

7KH DPHQGPHQWY ZLOO QRW KDYH D PDWHULDO LPSDFW RQ WKH *URXSTV F
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1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH (QHUJ\ 'k
FRQWLQXHG

1HZ VWDQGDUGY LQWHUSUHWDWLRQV DQG DPHQGPHQWYV LVVXHG EXW
6XSSOLHU )LQDQFH $UUDQJHPHQWY $PHQGPHQWV WR ,$6 DQG ,)56

,Q 0D\ WKH ,$6% LVVXHG DPHQGPHQWY WR ,$6 6WDWHPHQW RI &DVK
,QVWUXPHOMORVWWRH¥ODULI\ WKH FKDUDFWHULVWLFV RI VXSSOLHU ILQDQ
DGGLWLRQDO GLVFORVXUH RI VXFK DUUDQJHPHQWY 7KH GLVFORVXUH UHT X
WR DVVLVW XVHUV RI FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ XQGt
DUUDQJHPHQWY RQ DQ HOQWLW\YV OLDELOLWLHY FDVK IORZV DQG H[SRVXU

7KH DPHQGPHQWY ZLOO EH HIIHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGYV Et
DGRSWLRQ LV SHUPLWWHG EXW ZLOO QHHG WR EH GLVFORVHG

7KH DPHQGPHQWY ZLOO QRW KDYH D PDWHULDO LPSDFW RQ WKH *URXSTV F

&RPSDUDWLYH ILIXUHV
&HUWDLQ ILIXUHV LQ WKH FRPSDUDWLYH ILQDQFLDO LQIRUPDWLRQ DV DW
KDYH EHHQ UHFODVVLILHG 7KHVH FKDQJHV KDYH EHHQ PDGH WR LPSURYH
DQG WR FRQIRUP ZLWK WKH SUHVHQWDWLRQ LQ WKH FXUUHQW \HDU 6XFK
UHSRUWHG SURILW RU HTXLW\ 7KH IROORZLQJ SUHYLRXV \HDUSfV ILIXUHV I

¥ USVVHWV ZULWWHQ RII DQG RU GLVSRVHGY DPRXQWLQJ WR 86 )
ZHUH RULJLQDOO\ SUHVHQWHG XQGHU RWKHU H[SHQVHV LQ WKH

FRPSDUDWLYH ILQDQFLDO LQIRUPDWLRQ IRU WKH \HDU HQGHG '"HFHPE!
DIJDLQVW pJDLQV RQ GLVSRVDO RI SURSHUW\ SODQW DQG HTXLSPHQWT
f WIDWLRQDO REMHFWLYH LQYHVWPHQW RI 86 M DV DW '"HFHPEH

WR pRWKHU FXUUHQW DVVHWVYTY DQG pQDWLRQDO REMHFWLYH OLDELOLW
KDYH EHHQ UHFODVVLILHG WR pSD\DEOHY DQG DFFUXDOVT

f $VVHWV DQG OLDELOLWLHY UHODWLQJ WR ODEURXN 1RUWK (DVW %ORFN
RQ D QHW EDVLV ,Q WKH FRPSDUDWLYH ILQDQFLDO LQIRUPDWLRQ DV D
OLDELOLWLHV DUH SUHVHQWHG RQ D JURVV EDVLV $V DW '"HFHPEH
FRUUHVSRQGLQJ DGGLWLRQV WR HUHFHLYDEOHYV DQG SUHSD\PHQWVY E
EDODQFHVY E\ 86 m HGXH IURP UHODWHG SDUWLHVY E\ 86
DFFUXDOVY E\ 86 u

¥f .Q WKH FRQVROLGDWHG VWDWHPHQW RI FDVK IORZV IRU WKH \HDU HQGH!
UR\DOWLHVY ZHUH SUHVHQWHG DV SDUW RI pFKDQJHV LQ SD\DEOHV DC
FKDQJHVY ,Q WKH FRPSDUDWLYH ILQDQFLDO VWDWHPHQWYV IRU WKH \H
H[SHQVHV RI 86 M DUH DGGHG EDFN DV DQ DGMXVWPHQW WR
SDLG RI 86 1} DUH SUHVHQWHG DIWHU pZRUNLQJ FDSLWDO FK
DILTHFW WKH pQHW FDVK IURP RSHUDWLQJ DFWLYLWLHVY

$GGLWLRQDOO\ WKH LPSDFW RI UHFODVVLILFDWLRQ RI ODEURXN 1RUWK
DERYH KDV OHG WR FKDQJHV LQ pQHW FDVK IORZV IURP RSHUDWLQJ DFV

f ,Q WKH FRPSDUDWLYH ILQDQFLDO LQIRUPDWLRQ IRU WKH \HDU HQGHG
HVWDII FRVWVY DUH UHFODVVLILHG ZLWKLQ pVWDIlI FRVWVY XQGHU 1RWH
UHLPEXUVHPHQWY DUH LQFOXGHG LQ VWDII FRVWY UHVXOWLQJ LQ DPHGQ
HQGHG 'HFHPEHU

$SSURYDO RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

7KH ILQDQFLDO VWDWHPHQWY ZHUH DSSURYHG DQG DXWKRULVHG IRU L
EBHBe:breaB/B BB B BB B DQG DUH VLIQHG RQ WKHLU EHKDOI E\ WKH &KLHI ([HFX
2IILFHU RI (QHUJ\ '"HYHORSPHQ/Februp) 6$2& RQ BBBBBBBBBBBBB





